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6WDWH RU RWKHU MXULVGLFWLRQ RI LQFRUSRUDWLRQ, B R(PSO@LHDW GRIQWLILFDWLRQ 1XPE

/IDXUHO 6WUHHW 6XLWH

%DWRQ 5RXJH /RXLVLDQD
$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHV =LS FRGH

SHILVWUWDKHYAOHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH

6HFXULWLHYV UHJLVWHUHG XQGHU 6HFWLRQ E RI WKH ([FKDQJH $

7LWOH RI HDFK FODVYYV 7UDGLQJ 6\PERO V 1DPH RI HDFK H[FKDQJH RQ|ZlI
&RPPRQ 6WRFN SDU YDOXH SHU VKDWUH67 1DVGDT *OREDO 6HOHFW |

6HFXULWLHV UHJLVWHUHG XQGHU 6 HFRVQIRQ J RI WKH ([FKDQJH $F)\
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRQHG Lw¥)@a$U DV @ERLC
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR ILOH UHSRW®#V SXUDERD Q

IRWVMBH&KHFNLQJ WKH ER[ DERYH ZLOO QRW UHOLHYH DQ\ UHJLVWUDQW UHTXLUHG WR ILOH UHSF
IURP WKHLU REOLJDWLRQV XQGHU WKRVH 6HFWLRQV

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUWY UHTXLUHG
$FW RI GXULQJ WKH SUHFHGLQJ PRQWKYV RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJ
VXEMHFW WR VXFK ILOLQJ UHTXLUHPHQWY IRU WKH SDVW GD\V <HWOE O4R

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOO\ HY
5X0OH RI 5GHIXODWLRQ 6 7 ft RI WKLV FKDSWHU GXULQJ WKH SUHFHGLQJ PRQWKY RU

UHTXLUHG WR VXEPLW VXFK ILOHYV <H\WDE O4R
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,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ DF

FRPSDQ\ 6HH WKH GHILQLWLRQV RI 30DUJH DFFHOHUDWHG ILOHU "~ 3DFFHOHUDWHG ILOHU ~ 3VPI

$FW

/DUJH DFFHOHUDWHG |IL@HU $FFHOHUDWHG ILOHU OE

1RQ DFFHOHUDWHG ILOBY 6PDOOHU UHSRUWLQJ FB®SDQ
(PHUJLQJ JURZWK FRPSON\

,| DQ HPHUJLQJ JURZWK FRPSDQ\ LQGLFDWH E\ D FKHFN PDUN LI WKH UHJLVWO®QW KDV HOHF
FRPSO\LQJ ZLWK DQ\ QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGYV SURYLGHG SXUV)

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW R@ DQG DWWHVV
LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ XQGHU 6HFWLRQ E RI WKH 6DUEDQHV 2][C
DFFRXQWLQJ ILUP WKDW SUHSDUHG RU LVVXHG LWV DXGLW UHSRUW

,/ VHFXULWLHYV DUH UHJLVWHUHG SXUVXDQW WR 6HFWLRQ E Rl WKH $FW L@SLFDWH E\ FKH
LQFOXGHG LQ WKH ILOLQJ UHIOHFW WKH FRUUHFWLRQ RI DQ HUURU WR SUHYLRXVO\ LVVXHG |

,QGLFDWH E\ FKHFN PDUN ZKHWKHU DQ\ Rl WKRVH HUURU FRUUHFWLRQV DUH OHVWDWHPHQW)
FRPSHQVDWLRQ UHFHLYHG E\ DQ\ RI WKH UHJLVWUDQWYfV H[HFXWLYH RIILFHUV GXULQJ WKH U

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO FRPSDQ\ DVH$ILQHGOMER 5’

7KH DJJUHJDWH PDUNHW YDOXH RI WKH YRWLQJ DQG QRQ YRWLQJ FRPPRQ HTXLW\ KHOG E\ QF
VROG RU WKH DYHUDJH ELG DQG DVNHG SULFH RI VXFK FRPPRQ HTXLW\ DV RI WKH ODVW EX)\
DSSUR[LPDWHO\ PLOOLRQ

I1RWHI D GHWHUPLQDWLRQ DV WR ZKHWKHU D SDUWLFXODU SHUVRQ RU HQWLW\ LV DQ DIILOLD'
PDUNHW YDOXH RI WKH FRPPRQ VWRFN KHOG E\ QRQ DIILOLDWHY PD\ EH FDOFXODWHG RQ WK
DVVXPSWLRQV DUH VHW IRUWK LQ WKLV )RUP

$V RI )HEUXDU\ WKHUH ZHUH RXWVWWBRBRRQ VWRENYV RI WHOH YBDILVWEBIQ WKDUH
'RFXPHQW ,QFRUSRUDWHG %\ 5HIHUHQFH

BRUWLRQV RI WKH UHJLVWUDQWYV '"HILQLWLYH 3UR[\ 6WDWHPHQW UHODWLQJ WR WKH $QQX

5HSRUW RQ )RUP . WR WKH HflWHQW VWDWHG KHUHLQ 6XFK 'HILQLWLYH 3UR[\ 6WDWHPHQW R

ZLOO EH ILOHG ZLWK WKH 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ ZLWKLQ GD\V DIWHU WKH
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NXVLQHVYV
5LVN )DFWRUV _
8QUHVROYHG 6WDII &RPPHQWYV
Q\EHUVHFXULW\

BURSHUWLHYV

/[HIDO 3URFHHGLQJV

0LOQH 6DIHW\ 'LVFORVXUHV

ODUNHW IRU 5HIJLVWUDQWYV &RPPRQ (TXLW\ 5HODWHG 6KDUHKROGHU 0ODWWHUV
6HOHFWHG )LQDQFLDO DWD

ODQODJHPHOWYV 'LVFXVVLROQ DOG $QDO\VLYV RI)LODQFLDO &RQGLWLRQ DQG 5HVI
AXDOQWLWDWLYH DQG 4XDOLWDWILYH 'LVFORVXUHV $ERXW ODUNHW 5LVN
JLODQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD

&KDQJHYV LQ DQG 'LVDJUHHPHOWY ZLWK $FFRXQWDQWYV RQ $FFRXQWLQJ DQG_)L
&ROWUROV DQG 3URFHGXUHV

2WKHU . QIRUPDWLRQ
'LVFORVXUH 5HJDUGLQJ JRUHLJQ -XULVGLFWLRQV WKDW 3UHYHQW , QVSHFWLRQ

'LUHFWRUYV ([HEXWLYH 2IILFHUVY DQG &RUSRUDWH *RYHUQDQFH
([HEXWLYH &RPSHQVDWLRQ

6HFEXULW\ 2ZQHUVKLS RI &HUWDLQ %HQHILFLDO 2ZQHUY DQG ODQDJHPHQW D% £
&HUWDLQ SHODWLRQVKLSY DOQG 5HODWHG 7UDQVDFWLRQV DQG 'LUHFWRU ,QGH
BULQFLSDO $FFRXQWDQW )HHV DQG 6HUYLFHV

([KLELWYV DOG )LODQFLDO 6WDWHPHQW 6FKHGXOHYV
JRUP . 6XPPDU\ —
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,PSRUWDQW 1RWLFH DERXW ,QIRUPDWLRQ LQ WKLV $QQXDO 5HSRUW RQ )
'KHQ ZH UHIHU LQ WKLV $QQXDO 5HSRUW WR 3ZH ~ 3RXU ~ 3XV ~ 3% XVLQHVV )LUVW  DQG W
FRQVROLGDWHG VXEVLGLDULHYV LQFOXGLQJE %$1. IRUPHUO\ NQRZQ DV %XVLQHVV )LUVW %D
RWKHUZLVH
7KH LQIRUPDWLRQ FRQWDLQHG LQ WKLV $QQXDO 5HSRUW RQ )RUP . LV DFFXUDWH RQO’
)25:$5' /22.,1* 67$7(0(176
7KLV $QQXDO 5HSRUW RQ )RUP . RU WKH 35HSRUW ~ FRQWDLQV IRUZDUG ORRNLQJ VWDV
GSGHFXULWLHYV $FW° DQG ( RI WKH 6HFXULWLHV ([FKDQJH $FW RI WKH 3([FKDQJH $FW’~ 7K
YLHZV Rl RXU VHQLRU PDQDJHPHQW ZLWK UHVSHFW WR RXU ILQDQFLDO SHUIRUPDQFH DQG IX
ZLWKRXW OLPLWDWLRQ VWDWHPHQWY UHODWLQJ WR WKH DQWLFLSDWHG EHQHILWV RI RXU L
RU SKUDVHV VXFK DV 3PD\ ~ 3VKRXOG ~ *FRXOG ~ *SUHGLFW ~ *SRWHQWLDO ~ *EHOLHYH ~ 3ZLOO
3SODQ ~ 3SURMHFWLRQ ~ 2*ZRXOG  DQG *RXWORRN ~ DQG VLPLODU H[SUHVVLRQV RI D IXWXUH R
DQG XQFHUWDLQWLHV $FFRUGLQJO\ WKHUH DUH RU ZLOO EH LPSRUWDQW IDFWRUV WKDW FR
‘H EHOLHYH WKHVH IDFWRUV LQFOXGH EXW DUH QRW OLPLWHG WR WKH IROORZLQJ
" ULVNV UHODWHG WR WKH LQWHJUDWLRQ RI DQ\ DFTXLUHG EXVLQHVVHV LQFOXGLQ.
FRQWLQJHQW OLDELOLWLHY ULVNV UHODWHG WR HQWHULQJ D QHZ JHRJUDSKLF PD
SURFHGXUHV DQG SHUVRQQHO WKH DELOLW\ WR UHWDLQ NH\ HPSOR\HHY DQG PDLQ
ILODQFH VXFK WUDQVDFWLRQV DQG SRVVLEOH IDLOXUHV LQ UHDOL]LQJ WKH DQWLI
" FKDQJHV LQ WKH VWUHQJWK RI WKH 8QLWHG 6WDWHV 28 6  HFRQRP\ LQ JHQHUDO |
FXVWRPHUV DQG WKHLU DELOLW\ WR WUDQVDFW SURILWDEOH EXVLQHVV ZLWK XV L
RU D FKDQJH LQ WKH YDOXH RI WKH UHODWHG FROODWHUDO
" HFRQRPLF ULVNV SRVHG E\ RXU JHRJUDSKLF FRQFHQWUDWLRQ LQ /RXLVLDQD WKH '
" WKH DELOLW\ WR VXVWDLQ DQG FRQWLQXH RXU RUJDQLF ORDQ DQG GHSRVLW JURZ

" PDUNHW GHFOLQHV LQ LQGXVWULHYV WR ZKLFK ZH KDYH H[SRVXUH VXFK DV WKH YR
FHUWDLQ RI RXU ERUURZHUYV DQG LQYHVWPHQWYVY WKDW RSHUDWH ZLWKLQ RU DUH

" YRODWLOLW\ DQG GLUHFWLRQ RI LQWHUHVW UDWHY DQG PDUNHW SULFHV ZKLFK FF
" LQWHUHVW UDWH ULVN DVVRFLDWHG ZLWK RXU EXVLQHVYV

" FKDQJHV LQ WKH OHYHOV RI ORDQ SUHSD\PHQWY DQG WKH UHVXOWLQJ HIIHFWV RQ
" LQFUHDVHG FRPSHWLWLRQ LQ WKH ILQDQFLDO VHUYLFHYVY LQGXVWU\ SDUWLFXODUO'

" LQFUHDVHG FUHGLW ULVN LQ RXU DVVHWYV DQG LQFUHDVHG RSHUDWLQJ ULVN FDXVEFH
SHUFHQWDJH RI RXU WRWDO ORDQ SRUWIROLR

" FKDQJHV LQ WKH YDOXH RI FROODWHUDO VHFXULQJ RXU ORDQV
" GHWHULRUDWLQJ DVVHW TXDOLW\ DQG KLJKHU ORDQ FKDUJH RIIV DQG WKH WLPH C

" WKH IDLOXUH RI DVVXPSWLRQV XQGHUO\LQJ WKH HVWDEOLVKPHQW RI DQG SURYLVL
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" FKDQJHV LQ WKH DYDLODELOLW)\ RI IXQGV UHVXOWLQJ LQ LQFUHDVHG FRVWV RU UH
" RXU DELOLW\ WR PDLQWDLQ LPSRUWDQW GHSRVLW FXVWRPHU UHODWLRQVKLSV DQC
" D GHWHUPLQDWLRQ RU GRZQJUDGH LQ WKH FUHGLW TXDOLW\ DQG FUHGLW DJHQF\ L
" LQFUHDVHG DVVHW OHYHOV DQG FKDQJHV LQ WKH FRPSRVLWLRQ RI DVVHWYV DQG W
" RXU DELOLW\ WR SUXGHQWO\ PDQDJH RXU JURZWK DQG H[HFXWH RXU VWUDWHJ\
" ULVNV DVVRFLDWHG ZLWK RXU DFTXLVLWLRQ DQG GH QRYR EUDQFKLQJ VWUDWHJ\
" WKH ORVV RI VHQLRU PDQDJHPHQW RU RSHUDWLQJ SHUVRQQHO DQG WKH SRWHQWL

" OHJLVODWLYH RU UHJXODWRU\ GHYHORSPHQWY LQFOXGLQJ FKDQJHV LQ WKH ODZzZV
DFFRXQWLQJ WD[ WUDGH PRQHWDU\ DQG ILVFDO PDWWHUV

" JRYHUQPHQW LQWHUYHQWLRQ LQ WKH 8 6 ILQDQFLDO V\VWHP
" FKDQJHV LQ VWDWXWHY DQG JRYHUQPHQW UHJXODWLRQV RU WKHLU LQWHUSUHWDYV

" QDWXUDO GLVDVWHUY DQG DGYHUVH ZHDWKHU DFWV RI WHUURULVP DQ RXWEUHDN
SDQGHPLFV VXFK DV FRURQDYLUXV DQG RWKHU PDWWHUV EH\RQG RXU FRQWURO

" RWKHU ULVNV DQG XQFHUWDLQWLHYVY OLVWHG IURP WLPH WR WLPH LQ RXU UHSRUWYV I

7KH IRUHJRLQJ IDFWRUV VKRXOG QRW EH FRQVWUXHG DV H[KDXVWLYH DQG VKRXOG EH
,] RQH RU PRUH HYHQWY UHODWHG WR WKHVH RU RWKHU ULVNV RU XQFHUWDLQWLHY PDWHULL
PDWHULDOO\ IURP ZKDW ZH DQWLFLSDWH $FFRUGLQJO\ \RX VKRXOG QRW SODFH XQGXH UHOL
RQO\ DV RI WKH GDWH RQ ZKLFK LW LV PDGH DQG ZH GR QRW XQGHUWDNH DQ\ REOLJDWLRQ VW
FLUFXPVWDQFHY DIWHU WKH GDWH RQ ZKLFK VXFK VWDWHPHQW LV PDGH RU WR UHIOHFW WKH
SRVVLEOH IRU XV WR SUHGLFW ZKLFK ZLOO DULVH ,Q DGGLWLRQ ZH FDQQRW DVVHVV WKH LF
IDFWRUV PD\ FDXVH DFWXDO UHVXOWY WR GLIIHU PDWHULDOO\ IURP WKRVH FRQWDLQHG LQ D
6XPPDU\ RI 5LVNV )DFWRUYV
S5LVNV 5HODWLQJ WR RXU %XVLQHVV

" 2XU EXVLQHVYVY DQG RSHUDWLRQV PD\ EH DGYHUVHO\ DIIHFWHG E\ ZHDN HFRQRPLF FR(

" 2XU JHRJUDSKLF FRQFHQWUDWLRQ LPSRVHV ULVN

" H IDFH VLIJQLILFDQW FRPSHWLWLRQ WR DWWUDFW DQG UHWDLQ FXVWRPHUYV

" 2XU VXFFHVV LV ODUJHO\ GHSHQGHQW XSRQ RXU DELOLW\ WR VXFFHVVIXOO\ H[HFXWI

" !H UHO\ KHDYLO\ RQ RXU H[HFXWLYH PDQDJHPHQW WHDP DQG RWKHU NH\ HPSOR\HHV L
VXFFHVV RI RXU EXVLQHVY VWUDWHJ\

" 'H PD\ QRW EH DEOH WR DGHTXDWHO\ PHDVXUH DQG OLPLW RXU FUHGLW ULVN

" 2XU ORDQ SRUWIROLR LV ODUJHO\ FRPSULVHG RI FRPPHUFLDO ORDQV ZKLFK PD\ VXEM!}
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1HIDWLYH FKDQJHV LQ WKH HFRQRP\ DITHFWLQJ UHDO HVWDWH YDOXHY DQG OLTXLGLW
/DUJH ORDQV WR FHUWDLQ ERUURZHUV FRXOG KDYH D VLJQLILFDQW DGYHUVH LPSDFW
2XU DOORZDQFH IRU FUHGLW ORVVHV PD\ SURYH WR EH LQVXIILFLHQW WR DEVRUE OR)\
2XU VPDOO WR PLGVL]HG EXVLQHVV FXVWRPHUV KDYH IHZHU UHVRXUFHVY WR ZHDWKHU
2XU DELOLW\ WR PDLQWDLQ RXU UHSXWDWLRQ LV FULWLFDO WR WKH VXFFHVV RI RXU

:H PD\ QRW EH DEOH WR PDLQWDLQ RXU KLVWRULFDO UDWH RI JURZWK RU ZH PD\ QRW
H[SDQVLRQ

YXWXUH DFTXLVLWLRQV FRXOG H[SRVH XV WR ILQDQFLDO H[HFXWLRQ DQG RSHUDWLRC
L QWHUHVW UDWH VKLIWV FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV

7KH PDUNHWYV LQ ZKLFK ZH RSHUDWH DUH VXVFHSWLEOH WR KXUULFDQHV DQG RWKHU
"'LVUXSWLRQV LQ WKH VHFRQGDU\ PRUWJDJH PDUNHW FRXOG UHGXFH RXU DELOLW\ WR
1HZ OLQHV RI EXVLQHVV SURGXFWV SURGXFW HQKDQFHPHQWY RU VHUYLFHV PD\ VXE
$ ODFN RI OLTXLGLW\ FRXOG LPSDLU RXU DELOLW\ WR IXQG RSHUDWLRQV DQG RXU DEL
‘H KDYH D FRQFHQWUDWLRQ Rl GHSRVLW DFFRXQWV ZLWK VWDWH DQG ORFDO PXQLFL
7KH IDLU YDOXH Rl RXU LQYHVWPHQW VHFXULWLHY FDQ IOXFWXDWH GXH WR IDFWRUV
‘H QHHG WR PDLQWDLQ DQ HIIHFWLYH VI\VWHP Rl GLVFORVXUH FRQWUROV DQG SURFHC
2XU ILQDQFLDO UHVXOWYV GHSHQG RQ PDQDJHPHQWTYV VHOHFWLRQ RI DFFRXQWLQJ PH
‘H KDYH D FRQWLQXLQJ QHHG IRU WHFKQRORJLFDO FKDQJH

‘H UHO\ RQ WKLUG SDUWLHV WR SURYLGH NH\ FRPSRQHQWY RI RXU EXVLQHVV LQIUDV'

‘H FRXOG EH VXEMHFW WR ORVVHV UHJXODWRU\ DFWLRQ RU UHSXWDWLRQDO KDUP G
DQG YHQGRUYV

8QDXWKRUL]JHG DFFHVV F\EHU FULPH DQG RWKHU WKUHDWYV WR GDWD VHFXULW\

‘H DUH VXEMHFW WR HQYLURQPHQWDO OLDELOLW\ ULVN DVVRFLDWHG ZLWK RXU OHQGL

5LVNV 56HODWHG WR WKH 5HIXODWLRQ RI 2XU ,QGXVWU\

‘H RSHUDWH LQ D KLJKO\ UHJXODWHG HQYLURQPHQW ZKLFK LPSRVHV FRPSOLDQFH FR
QRQFRPSOLDQFH

JHGHUDO DQG VWDWH EDQNLQJ DIJHQFLHVY SHULRGLFDOO\ FRQGXFW H[DPLQDWLRQV RI
1HZ DFWLYLWLHY DQG H[SDQVLRQ UHTXLUH UHJXODWRU\ DSSURYDOV

SRWHQWLDO OLPLWDWLRQV RQ LQFHQWLYH FRPSHQVDWLRQ PD\ DGYHUVHO\ DIIHFW RX
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7KH %RDUG RI *RYHUQRUV RI WKH )HGHUDO 5HVHUYH 6\VWHP WKH 3)HGHUDO 5HVHUYH"

‘H DUH VXEMHFW WR ODZV UHJDUGLQJ WKH SULYDF\ VHFXULW\ DQG SURWHFWLRQ RI S

5LVNV $VVRFLDWHG ZLWK RXU &RPPRQ 6WRFN

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ EH VXEMHFW WR VXEVWDQWLDO IOXFWX
DELOLW\ WR UDLVH FDSLWDO

7KH ULJKWV RI RXU FRPPRQ VKDUHKROGHUY DUH VXERUGLQDWH WR WKH ULJKWV RI R
2XU GLYLGHQG SROLF\ PD\ FKDQJH ZLWKRXW QRWLFH
$ WDNHRYHU FRXOG EH GLIILFXOW GXH WR RXU FRUSRUDWH JRYHUQDQFH GRFXPHQWYV

$Q LQYHVWPHQW LQ %XVLQHVV )LUVWYTV FRPPRQ VWRFN LV QRW DQ LQVXUHG GHSRVL)

7KH DERYH VXPPDU\ LV VXEMHFW LQ LWV HQWLUHW\ WR WKH (OR W$H FIRPNSPHFMMHRGVVFXVVLRQ RI
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3$57 ,
,7(0  %XVLQHVV
*HQHUDO

%XVLQHVV J)LUVW %DQFVKDUHYV ,QF LV D ILQDQFLDO KROGLQJ FRPSDQ\ KHDGTXDUWHUHC
DV %XVLQHVV )LUVW %DQN D /RXLVLDQD VWDWH EDQNLQJ DVVRFLDWLRQ DQG FRPPXQLW\ ED\
FXUUHQWO\ RSHUDWH WKURXJKRXW WKH VWDWH RI /RXLVLDQD LQ WKH 'DOODV )RUW :RUWK P

6LQFH RXU IRXQGLQJ LQ RXU PLVVLRQ KDV QRW FKDQJHG = ZH VHHN WR EH WKH ILQD
WKHLU RZQHUV DQG HPSOR\HHV 7R DFKLHYH WKLV JRDO ZH IRFXV RQ UHFUXLWLQJ UHWDLQL¢
LQ WKH FRPPXQLWLHYVY WKDW WKH\ VHUYH DQG RQ SURYLGLQJ PDUNHW OHDGLQJ SURGXFWV I
ODUJHVW /RXLVLDQD EDVHG ILQDQFLDO LQVWLWXWLRQV $V RI '"HFHPEHU RQ D FRQVROL
GHSRVLWYV RI ELOOLRQ DQG VKDUHKROGHUVY HTXLW)\ RI PLOOLRQ

2XU FRPPRQ VWRFN LV OLVWHG RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW XQGHU WKH V\P
2XU %XVLQHVYV 6WUDWHJ\

H EHOLHYH D EDQN VKRXOG EH PHDVXUHG E\ WKH YDOXH LW DGGV WR LWV FXVWRPHUV
ZLWK GHHS PDUNHW H[SHULHQFH ZKR DUH HPSRZHUHG ZLWK GHFLVLRQ PDNLQJ DXWKRULW\ DC
XQGHUVWDQG RXU FRPSHWLWLYH VWUHQJWKY DQG SXUVXH GLVFLSOLQHG JURZWK WKURXJK V
VWUDWHJI\ SULPDULO\ FRQVLVWY RI LGHQWLI\LQJ DQG UHFUXLWLQJ WDOHQWHG WHDPV RI EDQ

‘H EHOLHYH WKHUH LV DQ DUHD VWUHWFKLQJ IURP WKH 'DOODV )RUW :RUWK PHWURSOH] \
$ODEDPD DORQJ WKH , FRUULGRUV ZKRVH VPDOO WR PLGVL]HG EXVLQHVVHV DQG KLJK Qt
ZHOO VXLWHG IRU RXU FRPPHUFLDO DQG SULYDWH EDQNLQJ SURGXFWYV DQG VHUYLFHV :H LQ'
VLIQLILFDQW JURZWK RSSRUWXQLWLHY ERWK ZLWKLQ RXU H[LVWLQJ IRRWSULQW DQG LQ WKL

" (ISDQGLQJ 3UHVHQFH LQKUQHWIHQR DLMWNHWVYD VWURQJ SRVLWLRQ LQ DOPRVW DOO R
RXU SUHVHQFH LQ RXU H[LVWLQJ PDUNHWY $V FRPPXQLW\ EDQNHUV ZH NQRZ WKDYV
LGHQWLI\ DQG UHFUXLW WDOHQWHG EDQNHUV ZLWKLQ DV ZHOO DV RXWVLGH RI RX
EDQNHUV DV RXU DELOLW\ WR JURZ RXU ORDQ SRUWIROLR ZLWKLQ RXU PDUNHWV LV
ZH PD\ FRQVLGHU DGGLQJ PRUH EDQNLQJ FHQWHUV RU FRPSOHPHQWDU\ RIILFHV LQ

" 2SSRUWXQLVWLF OD:WNBWH (ZS5DQVIRVILWLRQHG WR H[SDQG DORQJ WKH , DQG ,
-DFNVRQ DQG *XOISRUW %LOR[L OLVVLVVLSSL PDUNHWVY WR WKH HDVW DV ZHOO DV
EHOLHYH WKHVH PDUNHWY KDYH DWWUDFWLYH GHPRJUDSKLFV DQG D VLJQLILFDQW
WKDW DUH KLVWRULFDOO\ XQGHUVHUYHG E\ WKH EDQNLQJ LQGXVWU\ :H LQWHQG W
UHFUXLW WDOHQWHG DQG HQWUHSUHQHXULDO WHDPV Rl ORFDO EDQNHUV ZKR ILW F
IURP WKH 7&%, PHUJHU HDFK Rl RXU H[SDQVLRQV LQWR QHZ PDUNHWYV WR GDWH KDV

, '"LVFLSOLQHG $FTXLKIOW. RI® BMOD WHIRDLQ IRFXVHG RQ RUJDQLF H[SDQVLRQ ZH ZLOC
VWUDWHJILF EXVLQHVYV DFTXLVLWLRQV DV WKH\ DULVH IURP WLPH WR WLPH :H KDY}
DFTXLVLWLRQV ZLWK RXU DFTXLVLWLRQV WR GDWH EHLQJ L WKH DFTXLVLWLRQ R
5RXJH LQ LL WKH DFTXLVLWLRQ RI OLQGHQ %DQFRUS ,QF ZLWKLQ RXU VHFRQG
DFTXLVLWLRQ RI 5LFKODQG 6WDWH %DQFRUS ,QF ZKLFK LV LQ WKH 1RUWKHDVW /R
%DQFVKDUHY ,QF ZKLFK RSHUDWHG LQ VRXWKHUQ /RXLVLDQD RQ 0D\ Y WK
-DFNVRQ OLVVLVVLSSL DUHD RQ $SULO DQG YL WKH DFTXLVLWLRQ RI 7H[DV ¢
ODVW WZR Rl ZKLFK DUH GHVFULEHG LQ IXUWKHU GHWDLO EHORZ :H ZLOO FDUHIXOC
VWUDWHJILF YLVLRQ DQG SURYLGH DWWUDFWLYH ULVN DGMXVWHG UHWXUQV WR RX



7DEOH RI &RQWHQWYV
5HFHQW $FTXLVLWLRQ $FWLYLW\

6PLWK 6KHOOQXWH6:LOAMRQDURK ZH WKURXJK E %$1. HQWHUHG LQWR D GHILQLWLYFH
DGYLVRU ZLWK DSSUR[LPDWHO\ ELOOLRQ LQ DVVHWV XQGHU PDQDJHPHQW VSHFLDOL]JLQJ I
DFTXLVLWLRQ RI 66: ZDV FRQVXPPDWHG RQ $SULO $W ODUFK 66: UHSRUWHG PLO

7TH[DV &LWL]HQV 2QQDTFVRRIEEHUQ F ZH HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFI
KROGLQJ FRPSDQ\ IRU 7H[DV &LWL]JHQV %DQN 1DWLRQDO $VVRFLDWLRQ KHDGTXDUWHUHG LQ
WKH 7&%, DFTXLVLWLRQ ZH DGGHG VL[ EDQNLQJ ORFDWLRQV LQ WKH +RXVWRQ 7H[DV PDUNHW
PLOOLRQ DQG WRWDO GHSRVLWYV RI PLOOLRQ

2XU &RPSHWLWLYH 6WUHQJWKYV
‘H EHOLHYH WKH IROORZLQJ FRPSHWLWLYH VWUHQJWKYV GLIITHUHQWLDWH XV IURP RXU SH

" 6RSKLVWLFDWHG % XVLQHS/QOLHNHGCW Q D QIDVEIDREQ DO WRRY?Y XQLWN EDQNV ZH VSHFLILFDO
UHTXLUH D GHJUHH RI EXVLQHVY OHQGLQJ H[SHUWLVH WKDW LV WA\SLFDOO\ IRXQG R
FUHGLW QHHGV EHWZHHQ PLOOLRQ DQG PLOOLRQ ZKRVH EDQNLQJ QHHGV DUH V
HQRXJK WR DWWUDFW SHUVRQDOL]HG DWWHQWLRQ DQG VHUYLFH IURP ODUJHU LQV\
FRPPXQLW\ EDQN ZH EHJDQ IRFXVLQJ KHDYLO\ RQ RXU FRPPHUFLDO DQG LQGXVWULI
GHYHORSHG H[WHQVLYH & , H{SHUWLVH DFURVY RXU PDUNHWY & , OHQGLQJ UHTXLU
FXVWRPHUVY EXVLQHVVHY DQG WKHLU EDQNLQJ QHHGV ZKLFK ZH EHOLHYH LV ZHO(
GHYHORSHG DQ H[SHUWLVH LQ WKLV VPDOO WR PLGVL]HG EXVLQHVY EDQNLQJ QLFKI
IRUZDUG :H KDYH DOVR EXLOW WUHDVXU\ DQG FDVK PDQDJHPHQW SURJUDPV WKDW

" 7TUXH &RPPXQLW\ % DHY/MNSILQWHORKGIHQ) ORFDWHG LQ /RXLVLDQDYYVY ODUJHVW PHWURSROI
RI 7H[DV ZH KDYH D WUXH FRPPXQLW\ EDQNLQJ PLQGVHW 7KDW PHDQV UHODWLRQV/|
PDUNHW SUHVLGHQWY DQG WKHLU WHDPV DUH WUDLQHG LQ FUHGLW XQGHUZULWLQJ
WKDQ MXVW FUHGLW SURGXFHUV 7KH H[SHULHQFH DQG WDOHQW RI RXU PDUNHW SL
GHFLVLRQ PDNLQJ DXWKRULW\ ZKLOH PDLQWDLQLQJ GLVFLSOLQHG FUHGLW SUDFWLF
OLQHV" SURPRWHYV TXDOLW\ ORDQ JHQHUDWLRQ DQG PD[LPL]HV HIILFLHQF\ )XUWKHU
EDQNLQJ WHDPV WR XQGHUVWDQG WKH LPSRUWDQFH RI TXDOLW\ FRUH GHSRVLW IX
YLHZ E %$1. DV D QHWZRUN RI WUXH FRPPXQLW\ EDQNV QRW DV D WASLFDO UHJLRQI
DW WKH FRUSRUDWH OHYHO ZLWKRXW LQSXW IURP LWV ORFDO EDQNHUV ,Q DGGLWL
EHLQJ LQ %DWRQ 5RXJH SURYLGLQJ WKH EDQN ZLWK D PRUH LQIRUPHG YLHZ RI RXL

" (QWUHSUHQHXWLRDY&HXDRMWKNUHHG KDUG WR EXLOG D WHDP RI VHOI VWDUWHUV ZKR DUI
VXFFHVV UHFUXLWLQJ EDQNHUV DW PXFK ODUJHU LOQVWLWXWLRQV ZKR DUH IUXVWU
IRFXV RQ WKH SXUVXLW RI ODUJHU EXVLQHVY EDQNLQJ FOLHQWYVY WKDW ODUJHU ED!
/ILNHZLVH ZH KDYH VXFFHVVIXOO\ UHFUXLWHG EDQNHUV DW SHHU RU VPDOOHU LQV'
DSSURSULDWHO\ VHUYH WKH PRUH VRSKLVWLFDWHG EDQNLQJ QHHGV RI WKH VPDOO
HQHUJHWLF :H EHOLHYH WKHLU FROODERUDWLYH DQG FRKHVLYH DSSURDFK WR ZRL
WKDW OHDYH XV ZHOO SRVLWLRQHG IRU IXWXUH JURZWK DQG KHOSV XV DWWUDFW I
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" +LVWRU\ RI 'LVFLSGLQHB RPSW QR XRQ@LQJ LQ ZH KDYH JURZQ UDSLGO\ DFURVV WK
PHWURSOH[ DQG LQWR +RXVWRQ (DFK RI RXU H[SDQVLRQV ZHUH LQLWLDWHG ZLWK
FRQVLGHUDWLRQ RI HDFK PDUNHWfV GLIITHUHQW LQGXVWULHY DQG FUHGLW H[SRVXL
DQG VXEXUEDQ FHQWHUV RSWLPL]J]HG IRU VPDOO WR PLGVL]JHG EXVLQHVV FXVWRPH
JURZWK HQWDLOV QRW RQO\ UHFUXLWLQJ WKH ULJKW EDQNHUV LQ WKH ULJKW PDU!"
UDWKHU WKDQ FKDVLQJ ODUJHU UHODWLRQVKLSV DV ZH JURZ 2YHU WKH \HDUV WK
QXPEHU RI RXU ODUJH UHODWLRQVKLSY KDV JURZQ VLJQLILFDQWO\ ,Q RUGHU WR F
KDYH GHYHORSHG D VWURQJ SDUWLFLSDWLRQ QHWZRUN WKDW ZH EHOLHYH XQGHU"
‘H EHOLHYH WKDW LW LV LPSRUWDQW WR NHHS VLIJKW RI ZKHUH RXU VWUHQJWKYV OL

" 6WURQJ 3ODWIRWN IR HFRIZXWRU\ FRPSOHPHQW WR RXU VW\OH RI VRSKLVWLFDWHG F
EXLOG D VWURQJ RSHUDWLRQDO SODWIRUP WR HPSRZHU RXU LQGLYLGXDO PDUNHWYV
SRVLWLRQ XV IRU IXWXUH JURZWK ZLWKRXW FRPPHQVXUDWH JURZWK LQ RSHUDWLR
PRGHOLQJ FDSDELOLWLHYV LQ UHFHQW \HDUV *# ZH EHOLHYH RXU XQGHUZULWLQJ FD¢
QHWZRUN DQG DVVHW TXDOLW\ PHWULFY DUH HYLGHQFH RI WKRVH FDSDELOLWLHYV
LV VNHZHG WRZDUGV WKH SURGXFWLRQ VLGH RI RXU EXVLQHVV DQG WR DFFRPPRGI
:H EHOLHYH RXU LQYHVWPHQWY LQ WHFKQRORJ\ ZLOO DOVR DOORZ XV WR PDLQWDL
QHWZRUN RI EULFN DQG PRUWDU ORFDWLRQV

2XU ODUNHWYV

2XU EDQNLQJ RSHUDWLRQV DUH FXUUHQWO\ RUJDQL]J]HG LQWR ILYH UHJLRQV LQ /RXLVLDC
PHWURSOH[ DQG +RXVWRQ ZKLFK ZH VHUYLFH WKURXJK RXU EDQNLQJ FHQWHUYV DQG ORDQ SI
DQG SRWHQWLDO DFTXLVLWLRQV WKDW ILW RXU PRGHO JRLQJ IRUZDUG

2XU BURGXFWV DQG 6HUYLFHYV

E %$1. LV DQ LOGHSHQGHQW ILQDQFLDO LQVWLWXWLRQ WKDW LV HQJDJHG LQ VXEVWDQ'
LQ /RXLVLDQD DQG 7H[DV :H RIIHU DPRQJ RWKHU SURGXFWV FKHFNLQJ VDYLQJVY DQG PRQH\
PRUWJDJH ORDQV UHDO HVWDWH ORDQV DQG RWKHU LQVWDOOPHQW DQG WHUP ORDQV ,Q D
IDFLOLWLHY DXWRPDWHG WHOOHU PDFKLQHV QLJKW GHSRVLWRU\ SHUVRQDOL]HG FKHFNV F
GRPHVWLF DQG IRUHLJQ ZLUH WUDQVIHUV WUDYHOHUYV FKHFNV FDVK PDQDJHPHQW YDXOW

/HQGLQJ $FWLYLWLHV

$V D EXVLQHVV IRFXVHG FRPPXQLW\ EDVHG ILQDQFLDO LQVWLWXWLRQ ZH RIIHU D YDULH
ORDQV FRPPHUFLDO UHDO HVWDWH EDFNHG ORDQV LQFOXGLQJ ORDQV VHFXUHG E\ RZQHU RF
DQG GHYHORSPHQW ORDQV ERUURZLQJ EDVH ORDQV UHDO HVWDWH FRQVWUXFWLRQ ORDQV
PLGVL]HG EXVLQHVVHY UHDO HVWDWH GHYHORSHUV PRUWJDJH OHQGHUV PDQXIDFWXULQJ I
LQGLYLGXDOV DQG SURIHVVLRQDOV LQFOXGLQJ UHVLGHQWLDO UHDO HVWDWH ORDQV KRPH I
OHWWHUV RI FUHGLW /HQGLQJ DFWLYLWLHY RULJLQDWH IURP WKH HIIRUWYV RI RXU EDQNHUYV
DQG LQGLYLGXDOV ORFDWHG LQ RXU PDUNHW DUHDV $OWKRXJK DOO OHQGLQJ LQYROYHV D G
DQG FRQVLVWHQW PRQLWRULQJ RI FUHGLW TXDOLW\ LQGLFDWRUYV
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&RPPHUFLDO DQG ,QEXPDWHLE O ORDQY LQFOXGLQJ FRPPHUFLDO OLQHV RI FUHGLW ZRUN|
DFTXLVLWLRQ H[SDQVLRQ DQG GHYHORSPHQW ORDQV ERUURZLQJ EDVH ORDQV DFFRXQWV U
SULPDULO\ LQ RXU WDUJHW PDUNHWY WKDW DUH XQGHUZULWWHQ RQ WKH EDVLV Rl WKH ERUUI
EXVLQHVY DVVHWY LQFOXGLQJ DPRQJ RWKHU WKLQJYV DYDLODEOH UHDO HVWDWH DFFRXQW
JXDUDQW\ RI WKH ERUURZHU RU SULQFLSDO 2XU & , ORDQV JHQHUDOO\ KDYH YDULDEOH LQW*!
VXFK DV WKH W\SH DQG VL]H Rl WKH ORDQ WKH ILQDQFLDO VWUHQJWK RI WKH ERUURZHU JXD
JHQHUDOO\ VKRUW WHUP ZLWK RQH WR ILYH \HDU PDWXULWLHY RU LQFOXGH SHULRGLF LQWH
DPRUWL]DWLRQ RI D & , ORDQ PD\ EH ORQJHU WKDQ ILYH \HDUV KRZHYHU WKH WHUP DQG DPF
XQGHUO\LQJ FROODWHUDO DQG DQ XQGHUZULWLQJ H[FHSWLRQ ZLOO EH QRWHG ,Q JHQHUDO ¢
WKDQ FRPPHUFLDO UHDO HVWDWH ORDQV 7KH LQFUHDVHG ULVN LQ & , ORDQV GHULYHV IURP
WKH EXVLQHVV DQG WKRVH RSHUDWLRQV PD\ QRW EH VXFFHVVIXO $Q\ LQWHUUXSWLRQ RU (
HYHQWVY QRW XQGHU WKH FRQWURO Rl WKH ERUURZHU VXFK DV HFRQRPLF HYHQWV DQG FKDQ
UHSD\ WKH ORDQ ,Q DGGLWLRQ WKH FROODWHUDO VHFXULQJ & , ORDQV JHQHUDOO\ LQFOXGF
UDSLGO\ WKDQ ZH DQWLFLSDWHG H[SRVLQJ XV WR LQFUHDVHG FUHGLW ULVN $V D UHVXOW R
XQGHUZULWLQJ DQG VHUYLFLQJ

&RQVWUXFWLRQ DQG 'HRKHORRSPHQWX FRML@Y SRUWIROLR LQFOXGHVY ORDQV WR VPDOO WR
GHYHORSHUV RI FRPPHUFLDO UHDO HVWDWH LQYHVWPHQW SURSHUWLHY DQG UHVLGHQWLDO ¢
IDPLO\ KRPHV LQ RXU PDUNHW DUHDV &RQVWUXFWLRQ DQG GHYHORSPHQW ORDQV DUH JHQHUI
SROLF\ GRHV DOORZ IRU H[FHSWLRQV LQ ZKLFK WKH WHUP RI D FRQVWUXFWLRQ DQG GHYHORSE
FRQVLVWHQW ZLWK WKH ERUURZHUTV GRFXPHQWHG DELOLW\ WR UHSD\ 7KH UDWLR RI WKH O
W\V\SLFDOO\ ZLOO QRW H[FHHG UHJXODWRU\ VXSHUYLVRU\ JXLGHOLQHVY /RDQ SURFHHGV DUH ¢
LQVSHFWHG E\ DQ H[SHULHQFHG FRQVWUXFWLRQ OHQGHU RU WKLUG SDUW\ LQVSHFWRU 5LVI
UHDO HVWDWH SURMHFW FRPSOHWLRQ ULVN DQG FKDQJH LQ PDUNHW WUHQGYV :H DUH DOVR
VHOO WKH SURSHUW\ XSRQ FRPSOHWLRQ RI WKH SURMHFW ZKLFK PD\ EH DIIHFWHG E\ FKDQJH
ZH IXQGHG WKH ORDQ

&RPPHUFLDO 5HDO :(VWIDWWH URDQWVWDWH ORDQV IRU FRPPHUFLDO SURSHUW\ WKDW LV R
LQYHVWRUYV &RPPHUFLDO ORDQV WKDW DUH VHFXUHG E\ RZQHU RFFXSLHG FRPPHUFLDO UHDO
FDWHJRU\ RI ORDQ &RPPHUFLDO UHDO HVWDWH ORDQ WHUPV DUH JHQHUDOO\ ILYH \HDUV RU C
VWUXFWXUHG RQ D ORQJHU DPRUWL]DWLRQ EDVLV LQ XQXVXDO FDVHV 7KH LQWHUHVW UDWH"
QRW IL[HG IRU D SHULRG H[FHHGLQJ ILYH \HDUV :H JHQHUDOO\ FKDUJH DQ RULJLQDWLRQ IHH
WKH EXVLQHVV VXSSRUWHG E\ D UHYLHZ RI WKH SULQFLSDO RZQHUVY SHUVRQDO ILQDQFLDO
HVWDWH ORDQV LQFOXGH IOXFWXDWLRQV LQ WKH YDOXH RI UHDO HVWDWH WKH RYHUDOO VYV
FRQWDPLQDWLRQ DQG WKH TXDOLW\ RI WKH ERUURZHUTV PDQDJHPHQW :H PDNH HIIRUWV WR C
VHEXULQJ RXU H[LVWLQJ FRPPHUFLDO UHDO HVWDWH ORDQV LQFOXGHYV D ZLGH YDULHW\ RI S
RINLFHV ZDUHKRXVHV SURGXFWLRQ IDFLOLWLHV RIILFH EXLOGLQJYV KRWHOV PL[HG XVH UHVLC
UHDO HVWDWH ORDQ SRUWIROLR SUHVHQWY D KLIJKHU ULVN SURILOH WKDQ RXU FRQVXPHU UH

5HVLGHQWLDO 5HDB RVWDWHUMM QQG VHFRQG OLHQ IDPLO\ PRUWJDJH ORDQV DV ZHO
RZQHU RFFXSLHG SULPDU\ UHVLGHQFHV 2XU UHWDLO FRQVXPHU UHDO HVWDWH OHQGLQJ SUR
$OWKRXJIK RXU FRQVXPHU UHDO HVWDWH ORDQ SRUWIROLR SUHVHQWY ORZHU OHYHOV RI ULVNM
H[SRVHG WR ULVN EDVHG RQ IOXFWXDWLRQV LQ WKH YDOXH RI WKH UHDO HVWDWH FROODWHL
DIITHFWHG E\ QXPHURXV IDFWRUV LQFOXGLQJ GLYRUFH MRE ORVV LOOQHVV RU RWKHU SHUV

&RQVXPHU /RD@Y RXU IRFXV LV RQ VHUYLFH WR VPDOO WR PLGVL]HG EXVLQHVVHV ZH DO
KRXVHKROG SXUSRVHV LQFOXGLQJ VHFXUHG DQG XQVHFXUHG LQVWDOOPHQW DQG WHUP ORD
ILQDQFLDO FRQGLWLRQ DQG LQ VRPH FDVHV DUH XQVHFXUHG FUHGLWV VXEMHFW XV WR UL
QXPHURXV IDFWRUV LQFOXGLQJ GLYRUFH MRE ORVV LOOQHVV RU RWKHU SHUVRQDO KDUGYV
FRQVXPHU ORDQ LI DQ\
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&UHGLW 3ROLFLHV DQG 3URFHGXUHYV

*HQHUDK DGKHUH WR ZKDW ZH EHOLHYH DUH GLVFLSOLQHG XQGHUZULWLQJ VWDQGDUGYV
RXU SULPDU\ PDUNHW DUHDV E\ RITHULQJ IOH[LEOH ORDQ VROXWLRQV LQ D UHVSRQVLYH DQG V
NQRZOHGJH ORQJ WHUP FXVWRPHU UHODWLRQVKLSY FRQVLVWHQW DQG WKRURXJK XQGHUZU
GLYHUVLILHG ORDQ SRUWIROLR DFURVYV FXVWRPHU SURGXFW DQG LQGXVWU\ W\SHV 2XU OHC
KDYH KLJK ORDQ WR YDOXH UDWLRV 7KHVH FRPSRQHQWYV WRJIJHWKHU ZLWK DFWLYH FUHGLW |
HQKDQFLQJ WKH ORQJ WHUP YDOXH RI RXU RUJDQL]DWLRQ WR RXU FXVWRPHUV HPSOR\HHV \

&UHGLW &RQFHQWROQWHRWVRQ ZLWK WKH PDQDJHPHQW RI RXU FUHGLW SRUWIROLR ZH D
FRQFHQWUDWLRQV 2XU ORDQ DSSURYDO SROLFLHVY HVWDEOLVK FRQFHQWUDWLRQ OLPLWYV ZL
ORDQ SURGXFW FRQFHQWUDWLRQ OHYHOV RXU FRPPHUFLDO UHDO HVWDWH FRQFHQWUDWLRC
ERDUG RI GLUHFWRUV

/IRDQ $SSURYDOH3VRFNWYR DFKLHYH DQ DSSURSULDWH EDODQFH EHWZHHQ SUXGHQW GLV
UHVSRQVLYHQHVV WR RXU FXVWRPHUV $V RI '"HFHPEHU WKH %YRDUG KDV VHW WKH 3LQ K
KRXVH” OHQGLQJ OLPLW RI PLOOLRQ DV RI VXFK GDWH 2XU FUHGLW XQGHUZULWHUYV DUH I

2XU FUHGLW DSSURYDO SROLFLHV SURYLGH IRU YDULRXY OHYHOV RI RIILFHU DQG VHQLR
SRVLWLRQ FDSDELOLW\ DQG H[SHULHQFH :H DSSURYH ORDQV XQGHU IRXU W\SHV RI DXWKRUL)
6PDOO %XVLQHVV DQG &RQVXPHU DXWKRULW\ :LWK WKH H[FHSWLRQ RI ORDQV VHFXUHG E\ FD
EDQNHU DQG DW OHDVW RQH RWKHU LQGLYLGXDO ZLWK KLIJKHU DXWKRULW\ :KHQ XVLQJ WKH

DXWKRULW\ XS WR UHJLRQDO PDUNHW SUHVLGHQWY KDYH DXWKRULW\ XS WR PLOOLF
PLOOLRQ UHJLRQDO FKDLUPHQ KDYH DXWKRULW\ XS WR PLOOLRQ DQG WKH &KLHI ([HFXWLYH
PLOOLRQ $ FRPELQDWLRQ RI WKH &KLHI %DQNLQJ 2IILFHU DQG &KLHI &UHGLW 2IILFHU RU WKHLI
DSSURYHG E\ WKH ([HFXWLYH /RDQ &RPPLWWHH $00 UHODWLRQVKLSY H[FHHGLQJ PLOOLRQ
RI ERDUG PHPEHUV /RDQV PD\ EH DSSURYHG XVLQJ WKH ,QFUHPHQWDO DXWKRULW\ ZKHQ WK}t
OHQGHUV EHLQJ DEOH WR DSSURYH XS WR PDUNHW OHDGHUV EHLQJ DEOH WR DSSURYH

FXPXODWLYHO\ &RQVXPHU ORDQV ZKLFK SUHVHQW DQ DJJUHJDWH OHQGLQJ H[SRVXUH XQGHU
SHUVRQQHO XVLQJ FUHGLW XQGHUZULWLQJ VRIWZDUH ZKLFK UHFRPPHQGY DSSURYDO RU GHF
SROLF\ HI[FHSWLRQV PXVW EH DSSURYHG E\ DQ DSSURSULDWH RYHUULGH DXWKRULW\ LQFOXGI
EHOLHYH SURYLGHYV SODWIRUP VFDODELOLW\ DQG IXUWKHUV RXU IDLU OHQGLQJ FRPSOLDQFH |
EHOLHYH WKDW RXU FUHGLW DSSURYDO SURFHVV SURYLGHV IRU WKRURXJK XQGHUZULWLQJ D

&UHGLW 5LVN 0BQBGHWHQWN PDQDJHPHQW LQYROYHV D SDUWQHUVKLS EHWZHHQ RXU HII
DGPLQLVWUDWLRQ SHUVRQQHO DQG VHQLRU PDQDJHPHQW SURDFWLYHO\ VXSSRUW FROOHFWI
WKH SHUFHQWDJHV RI SDVW GXH ORDQV DQG FKDUJH RIIV WR WRWDO ORDQV LQ WKH RIILFHU
PDQDJHPHQW WR IRFXV RQ WKH RULJLQDWLRQ DQG PDLQWHQDQFH RI KLIJK TXDOLW\ FUHGLWYV
QRWLILFDWLRQ RI GHOLQTXHQF\ DQG SURPSW LQLWLDWLRQ RI FROOHFWLRQ DFWLRQV

:H PDLQWDLQ D OLVW RI ORDQV WKH 3:DWFK /LVW ~ WKDW UHFHLYH DGGLWLRQDO DWWHQ\
%RDUG UHYLHZV D OLVW RI ORDQV XQGHU IRUHFORVXUH SURFHHGLQJV ZKLOH WKH ,PSDLUPHQW
&ODVVLILHG ERUURZHUV ZLWK H[SRVXUHV RI RU JUHDWHU ,PSDLUPHQW &RPPLWWHH PLQ>
SRWHQWLDO FUHGLW LVVXHV WR WKH DWWHQWLRQ RI FUHGLW DGPLQLVWUDWLRQ SHUVRQQHC
GHSDUWPHQW DQDO\]HV VSHFLILF VHIPHQWY RI WKH ORDQ SRUWIROLR $GGLWLRQDOO\ ZH SH
UHYLHZ LQFOXGHY DQDO\VLV RI WKH ERUURZHUYTY DQG JXDUDQWRUTV ILQDQFLDO FRQGLWLRQ
DV PDQDJHPHQW UHVSRQVHY DUH SUHVHQWHG WR WKH %DQNTV 5LVN &RPPLWWHH J)LQDOO\ Z
LPSDFW RI GHFOLQLQJ HFRQRPLF FRQGLWLRQV RQ WKH SRUWIROLR EDVHG RQ SUHYLRXV UHFI
LQIRUPDWLRQ IRU DVVHVVLQJ RXU DVVHW TXDOLW\



7DEOH RI &RQWHQWYV
"HSRVLWYV

2XU GHSRVLWY VHUYH DV WKH SULPDU\ IXQGLQJ VRXUFH IRU OHQGLQJ LQYHVWLQJ DQG
PDQDJHPHQW VHUYLFHV LQFOXGLQJ EXVLQHVV FKHFNLQJ DQG VDYLQJV DFFRXQWV DQG WUt
VHUYLFHVY LQFOXGLQJ D YDULHW\ RI FKHFNLQJ DQG VDYLQJVY DFFRXQWY FHUWLILFDWHV RI C
PRELOH EDQNLQJ H 6WDWHPHQWY EDQN E\ PDLO DQG GLUHFW GHSRVLW VHUYLFHV :H VROLF
DQG WKURXJK FRPPXQLW\ IRFXVHG PDUNHWLQJ DQG KDYH UHFHQWO\ LPSOHPHQWHG DQ LQFH:
FURVV VHOO GHSRVLW SURGXFWV DW ORDQ RULJLQDWLRQ

*LYHQ WKH GLYHUVH QDWXUH RI RXU EDQNLQJ ORFDWLRQ QHWZRUN DQG RXU UHODWLRQ
OHVV VHQVLWLYH WR LQWHUHVW UDWH YDULDWLRQV WKDQ RXU FRPSHWLWRUV 1HYHUWKHOF
D EXVLQHVV IRFXVHG EDQN RIIHULQJ FRPSUHKHQVLYH EXVLQHVY EDQNLQJ VHUYLFHV ZH HQI
RXU OHQGLQJ UHODWLRQVKLSY DQG SHUVRQDOL]JHG VHUYLFH KHOSV XV LQ WKHVH HIIRUWYV

HDOWK 6ROXWLRQV 6HUYLFHV

‘H RIIHU ZHDOWK PDQDJHPHQW DQG RWKHU ILGXFLDU\ DQG SULYDWH EDQNLQJ VHUYLFHYV
RZQHUV IDPLOLHV DQG SURIHVVLRQDO VHUYLFH FRPSDQLHYV DQG RWKHU ILQDQFLDO VHUYLFH
WKHVH VHUYLFHVY HQDEOH XV WR EXLOG QHZ UHODWLRQVKLSY DQG H[SDQG H[LVWLQJ UHODW
ZH RIIHU ILQDQFLDO SODQQLQJ UHWLUHPHQW VHUYLFHY DQG LQYHVWPHQW PDQDJHPHQW E\ I
PXWXDO IXQGV DQQXLWLHV LQGLYLGXDO UHWLUHPHQW DFFRXQWV PRQH\ PDUNHW DFFRXQW
DOO RI RXU EDQNLQJ FHQWHUYV

2WKHU 3URGXFWYV DQG 6HUYLFHV

,Q DGGLWLRQ WR WUDGLWLRQDO EDQNLQJ DFWLYLWLHY DQG WKH RWKHU SURGXFWYV DQC
FXVWRPHUV LQFOXGLQJ GHELW DQG FUHGLW FDUG SURGXFWV WUHDVXU\ DQG FDVK PDQDJHE
SDV\UROO FDUGY DQG EDQN DW ZRUN EHQHILWY DXWRPDWHG FOHDULQJ KRXVH VHUYLFHV OR
EDQNLQJ VHUYLFHV RIIHUHG E\ RXU )LQDQFLDO ,QVWLWXWLRQV *URXS DQG RWKHU WUHDVXL

6XEVLGLDULHYV

%XVLQHVYV )LUVW %YDQFVKDUHV ,QF KDV WZR GLUHFW ZKROO\ RZQHG VXEVLGLDULHV E
7UXVW , ,Q DGGLWLRQ E %$1. KDV WZR GLUHFW ZKROO\ RZQHG VXEVLGLDULHV %XVLQHVV )L
%DQFVKDUHYV ,QF %XVLQHVV )LUVW ,QVXUDQFH //& LV FXUUHQWO\ LQDFWLYH DQG GRHV QRV

&RPSHWLWLRQ

7KH EDQNLQJ DQG ILQDQFLDO VHUYLFHV LQGXVWU\ LV KLIJIKO\ FRPSHWLWLYH DQG ZH FRP
ORFDO UHJLRQDO DQG QDWLRQDO FRPPHUFLDO EDQNV DQG FUHGLW XQLRQV :H DOVR FRPSHW
IXQGV VHFXULWLHV ILUPV LQVXUDQFH FRPSDQLHV WKLUG SDUW\ SD\PHQW SURFHVVRUV ILCQC
VHUYLFHVY 6RPH RI RXU FRPSHWLWRUY DUH QRW VXEMHFW WR WKH UHJXODWRU\ UHVWULFWLI

,QWHUHVW UDWHV RQ ORDQV DQG GHSRVLWYV DV ZHOO DV SULFHV RQ IHH EDVHG VHUYLF
LQGXVWU\ 0DQ\ RI RXU FRPSHWLWRUV DUH PXFK ODUJHU ILQDQFLDO LQVWLWXWLRQV WKDW K
7KHVH FRPSHWLWRUV DWWHPSW WR JDLQ PDUNHW VKDUH WKURXJK WKHLU ILQDQFLDO SURGXF
LQ RXU LQGXVWU\ DQG PDUNHWY LQFOXGH RIILFH ORFDWLRQV DQG KRXUV TXDOLW\ RI FXVWF
ZLOOLQJQHVV WR H[WHQG FUHGLW DQG DELOLW\ WR RIIHU VRSKLVWLFDWHG EDQNLQJ SURGX
UDWHYVY DQG SULFLQJ ZH EHOLHYH WKDW RXU EURDG DQG VRSKLVWLFDWHG FRPPHUFLDO EDQI
DQG FRPPXQLW\ UHODWLRQVKLSY ZLOO HQDEOH XV WR FRPSHWH VXFFHVVIXOO\ ZLWKLQ RXU ¥

+XPDQ &DSLWDO 5HVRXUFHYV

2XU PLVVLRQ LV WR EH WKH ILQDQFLDO LQVWLWXWLRQ RI FKRLFH IRU HQWHUSULVHV WK
HPSOR\HHV ZKR FDQ GULYH ILQDQFLDO DQG VWUDWHILF JURZWK REMHFWLYHYV DQG EXLOG ORC(
GULYHQ WHDP WKRXJKWIXO GLVFLSOLQHG GHFLVLRQ PDNLQJ PHDQLQJIXO FRPPXQLFDWLRQ
LPSURYHPHQW .H\ LWHPV WKDW GULYH RXU KXPDQ FDSLWDO UHVRXUFHY DUH GHVFULEHG EHO
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EWUXF$WXRH'HFHPEHU ZH SURXGO\ HPSOR\ IXOO WLPH DQG SDUW WLPH HPSOR\F
FRDVW ZLWK SHUVRQQHO ORFDWHG LQ $ODEDPD UHPRWH $UNDQVDV UHPRWH ,OOLQRLV U
UHPRWH 6RXWK 'DNRWD UHPRWH 7HQQHVVHH UHPRWH 7H[DV DQG 9LUJLQLD UHPRWH )XO

$00 EDQNLQJ FHQWHUY DQG ORDQ SURGXFWLRQ RIILFHV DUH LQ /RXLVLDQD DQG 7H[DV [
//1& RU 66: LV LQ OLVVLVVLSSL 2XU &KLHI +XPDQ 5HVRXUFHV 2IILFHU UHSRUWY GLUHFWO\ WR \
H[SHULHQFH LQFOXGLQJ WDOHQW DFTXLVLWLRQ GLYHUVLW\ DQG LQFOXVLRQ OHDUQLQJ DQC

7KH ERDUG RI GLUHFWRUV LV UHJXODUO\ XSGDWHG RQ RXU WDOHQW GHYHORSPHQW DQC

3URGXFWH YFIDMHIXOO\ PDQDJH WKH VL]H RI RXU ZRUNIRUFH DQG UHDOORFDWH UHVRXUFHV
IRULQYHVWPHQW DQG PLOOLRQ LQ GHSRVLWYV SHU )7¢(

'LYHUVIHWKDYH DQ RUJDQL]DWLRQ ZLGH IRFXV WR LPSURYH UHFUXLWPHQW DQG UHWHQWLF
RXU ,QWHUQ ,QVLIJKWYV 3URJUDP ZKLFK IRFXVHV RQ FUHDWLQJ D SLSHOLQH EHWZHHQ \RXQJ G
MXQLRU \HDU ILQDQFH DQG DFFRXQWLQJ PDMRUV DW 6RXWKHUQ 8QLYHUVLW\ DQG $ 0 &ROOHJI
JXUWKHUPRUH LQ ZH FRQWLQXHG WKH XVH RI RQOLQH H[LW VXUYH\V WR SURYLGH IHHGED
RXU FROOHDJXHV KDG WKH IROORZLQJ DWWULEXWHYV

JHPDOH OLQRULW\
(PSOR\HHV WRWDO WRWDO
2IILFLDOV DQG 0DQDJHUV WRWDO WRWDO
([HEXWLYH 2IILFHUV WRWDO WRWDO

%DVHG RQ ((2 MRE FODVVLILFDWLRQV
%DVHG RQ E %$1.1V ([HFXWLYH 7HDP
,QFOXGHV +LVSDQLF /DWLQR %ODFN $IULFDQ $PHULFDQ $VLDQ $PHULFDQ ,QGLDQ $ODVND 1DWLYH 1DWL

,Q DGGLWLRQ WR RXU FRQWLQXHG 'LYHUVLW\ (TXLW\ DQG ,QFOXVLRQ 3'(,” HIIRUWV ZH K
IRVWHU WDOHQW GHYHORSPHQW RI RXU EHVW KXPDQ FDSLWDO UHVRXUFHV DQG LQFUHDVH V

&RPSHQVDWLRQ HQSURMOGIHLWY\ EHQHILWY DQG VHUYLFHV WKDW QRW RQO\ PHHW WKH °
IRU FRPSHWLWLYH FRPSHQVDWLRQ &RPSHQVDWLRQ DQG EHQHILWY LQFOXGH PDUNHW FRPSHW
VSHQGLQJ DFFRXQW )6$ GHSHQGHQW FDUH HPSOR\HU SDLG OLIH LQVXUDQFH YROXQWDU\ C
HPSOR\HU SDLG ORQJ WHUP GLVDELOLW\ HPSOR\HH DVVLVWDQFH SURJUDPV HPSOR\HH GLVFI
LQGHPQLW\ LQVXUDQFH SHW LQVXUDQFH LGHQWLW\ DQG IUDXG SURWHFWLRQ OHW/LIH OHJD(
GHYHORSPHQW RSSRUWXQLWLHY DQG DQ HPSOR\HU SDLG ILQDQFLDO ZHOOQHVV SURJUDP

BHULRGLF DQG REMHFWLYH UHYLHZV RI FRPSHQVDWLRQ DQG EHQHILWY E\ JUDGH OHYHO
WR VROLGLI\ WKDW ZH FRQWLQXRXVO\ SURYLGH D FRPSHWLWLYH DQG YDOXDEOH RIIHULQJ WF

$SWWUDFWLRQ 'HYHOR S PHRHD DXQUGH5W WH YWERIQVY R1 RXU WDOHQW DFTXLVLWLRQ VWUDWI
UHWHQWLRQ (DFK RI WKHVH PHWULFV LV WUDFNHG IRU DOO NH\ EXVLQHVYV OLQHV 6RXUFLQJ
FRQVLVWHQWO\

Ne) RXU 7DOHQW 'HYHORSPHQW WHDP PDGH VLJQLILFDQW VWULGHV LQ HQKDQFLQJ DQ¢
E\ HOHYDWLQJ VHUYLFH VWDQGDUGY WKURXJK VWUDWHJILF GHXHE® R %/MHDEE® 9 VRD Q LRRQ/OLAH B
VWUHDPOLQH WKH VXEPLVVLRQ DQG UHYLHZ SURFHVVHV LQWR RXU LQWHUQDO DSSOLFDWLRQ
KRZ HPSOR\HHYV DSSOLHG IRU H{[WHUQDO GHYHORSPHQW SURJUDPV VWUHDPOLQLQJ RXU DSSO
IHHGEDFN RQ DSSOLFDWLRQV
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YXUWKHU DGYDQFHPHQWY ZHUH PDGH LQ RXU 3/HDUQLQJ E O0ODQDJHU 2ULHQWDWLRQ " SUFR
SHUVRQDOL]HG FRDFKLQJ VHVVLRQV 7KHVH VHVVLRQV SURYLGHG WDUJHWHG JXLGDQFH WR |
FRQVHTXHQWO\ EHWWHU LQWHUQDO DQG H[WHUQDO FOLHQW LQWHUDFWLRQV DQG VHUYLFH T
5HSRUWLQJ IRU WKH JURQWOLQH" DQG WKH *0DVWHULQJ &XUUHQF\ 7UDQVDFWLRQ 5HSRUWV &
VWDQGDUGVY 7KHVH SURJUDPV HTXLSSHG RXU VWDII ZLWK HVVHQWLDO VNLOOV IRU HIILFLHQ"
&751V WKHUHE\ HQVXULQJ VHFXUH FRPSOLDQW FOLHQW WUDQVDFWLRQV DQG PDLQWDLQLQJ

7KLV \HDU DOVR PDUNHG D QRWDEOH HQKDQFHPHQW LQ RXU (PHUJHQHWLFV WUDLQLQJ SU
EHKDYLRUDO GLYHUVLW\ LQ OHDGHUVKLS DQG WHDP FROODERUDWLRQ %\ UHILQLQJ WKH (PHU
WHDP PHPEHUYV XQLTXH VWUHQJWKY 7KLV DSSURDFK IRVWHUHG D PRUH G\QDPLF LQFOXVLYF
H[SHFWDWLRQV WKURXJK VXSHULRU WHDP SHUIRUPDQFH DQG GHFLVLRQ PDNLQJ 7KH HQKDQF
RUJDQL]DWLRQDO H[FHOOHQFH DQG VXSHULRU FOLHQW VHUYLFH

2XU DYHUDJH WHQXUH LV \HDUV RI VHUYLFH 'XULQJ ZH KDG LQWHUQDO HPSOR\HI
WXUQRYHU IRU ZDV

$YDLODEOH ,QIRUPDWLRQ

7KH &RPSDQ\ ILOHV UHSRUWV DQG RWKHU LQIRUPDWLRQ ZLWK WKH 6HFXULWLHV DQG ([FKI
DPHQGHG 7KH 6(& PDLQWDLQV DQ ,QWHUQHW VLWH WKDW FRQWDLQV UHSRUWV SUR[\ DQG LQ
HOHFWURQLFDOO\ ZLWK WKH 6 & W/KXH DAZGWHHN I RM WKDW VLWH LV

'RFEXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& DUH DYDLODEOH IURP WKH &RPSDQ\ ZLW
GRFXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& E\ UHTXHVWLQJ WKHP LQ ZULWLQJ RU E\ WH

%XVLQHVV )LUVW %DQFVKDUHV ,QF
/IDXUHO 6WUHHW 6XLWH
%DWRQ 5RXJH /RXLVLDQD
$WWHQWLRQ 6DXQGUD 6WURQJ &RUSRUDWH 6HFUHWDU\
7THOHSKRQH
ZZZ E EDQN FRP

'RFXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& DUH DOVR DYDLODEOH RQ WKH &RPSDQ\"
LQIRUPDWLRQ RQ RU DFFHVVLEOH WKURXJK WKH 6(&1TV RU WKH &RPSDQ\TV ZHEVLWH LV QRW

6XSHUYLVLRQ DQG 5HJXODWLRQ
*HQHUDO

7KH 8 6 EDQNLQJ LQGXVWU\ LV KLIKO\ UHJXODWHG XQGHU IHGHUDO DQG VWDWH ODZ &R
PDQDJHPHQW GHFLVLRQV DQG JHQHUDO DQG ORFDO HFRQRPLF FRQGLWLRQV EXW DOVR E\ W
UHIJXODWRU\ DXWKRULWLHY 7KHVH DXWKRULWLHYV LOQFOXGH WKH )HGHUDO 5HVHUYH )HGHUDO
/RXLVLDQD 2IILFH Rl )LQDQFLDO ,QVWLWXWLRQV 32),” ,QWHUQDO S5HYHQXH 6HUYLFH 3,56° D
DQOG DQ\ FKDQJHV WR VXFK VWDWXWHY UHJXODWLRQV DQG SROLFLHV FDQ EH VLJQLILFDQW

7KH SULPDU\ JRDOV RI WKH EDQN UHJXODWRU\ VFKHPH DUH WR PDLQWDLQ D VDIH DQG V
SURPRWH IDLUQHVY DQG WUDQVSDUHQF\ IRU ILQDQFLDO SURGXFWY DQG VHUYLFHV 7KH V\V\
FRPSUHKHQVLYH IUDPHZRUN IRU WKHLU UHVSHFWLYH RSHUDWLRQV DQG LV LQWHQGHG SULPDI
WKH SXEOLF UDWKHU WKDQ RXU VKDUHKROGHUV RU FUHGLWRUV 7KH GHVFULSWLRQ EHORZ V
QRW LQWHQGHG WR GHVFULEH DOO ODZV DQG UHJXODWLRQV DSSOLFDEOH WR XV DQG RXU VX
VWDWXWHYVY UHJXODWLRQV SROLFLHV LOQWHUSUHWLYH OHWWHUY DQG RWKHU ZULWWHQ JXL(
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%XVLQHVV J)LUVW %DQFVKDUHV ,QF

$V D ILQDQFLDO KROGLQJ FRPSDQ\ WKH &RPSDQ\ LV SHUPLWWHG WR HQJDJH LQ DQG EH
SHUPLWWHG IRU D EDQN KROGLQJ FRPSDQ\ WKDW KDV QRW HOHFWHG WR EHFRPH D ILQDQFLD(
EXVLQHVV RI EDQNLQJ PDQDJLQJ RU FRQWUROOLQJ EDQNV DQG FHUWDLQ RWKHU DFWLYLWLH
FRPSDQLHV PD\ DOVR HQJDJH LQ DFWLYLWLHY WKDW DUH FRQVLGHUHG WR EH ILQDQFLDO LQ (
FHUWDLQ LQVXUDQFH XQGHUZULWLQJ DFWLYLWLHYV 7KH &RPSDQ\ DQG WKH %DQN PXVW HDFK U
5HLQYHVWPHQW $FW 3&5%° UDWLQJ RI DW OHDVW 3VDWLVIDFWRU\" DW LWV PRVW UHFHQW H[D
DGGLWLRQ WKH )HGHUDO 5HVHUYH KDV WKH SRZHU WR RUGHU D ILQDQFLDO KROGLQJ FRPSDC
VXEVLGLDU\ ZKHQ LW KDV D UHDVRQDEOH FDXVH WR EHOLHYH WKDW FRQWLQXDWLRQ RI VXF
VRXQGQHVV RU VWDELOLW\ RI DQ\ EDQN VXEVLGLDU\ Rl WKDW ILQDQFLDO KROGLQJ FRPSDQ\

$V D EDQN KROGLQJ FRPSDQ\ ZLWK UHVSHFW WR WKH %DQN WKH &RPSDQ\ LV DOVR VXEM
$FW DQG WR VXSHUYLVLRQ H[DPLQDWLRQ DQG HQIRUFHPHQW E\ WKH )HGHUDO 5HVHUYH 7KH
UHVWULFWLRQV RQ WKH W\SHV RI DFWLYLWLHV LQ ZKLFK WKH\ PD\ HQJDJH DQG WR D UDQJH
YLRODWLRQV Rl ODZV DQG UHJXODWLRQV 7KH )HGHUDO 5HVHUYHYV MXULVGLFWLRQ DOVR HI[V
VXEVLGLDULHY DQG RWKHU FRPSDQLHV LQ ZKLFK ZH RZQ D FRQWUROOLQJ LOQYHVWPHQW

JLODQFLDO 6HUYLFHV,QQGXVWKH SRHGBURDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPHU 3URWF
JUDQN $FW EURDGO\ DIITHFWHG WKH ILQDQFLDO VHUYLFHV LQGXVWU\ E\ LPSOHPHQWLQJ FKDQ
WKH ILQDQFLDO VHUYLFHV VHFWRU

,Q DGGLWLRQ WKH 'RGG )UDQN $FW DGGUHVVHG PDQ\ LQYHVWRU SURWHFWLRQ FRUSRU

FRPSDQLHV +RZHYHU WKH -XPSVWDUW RXU %XVLQHVV 6WDUWXSV $FW RI RU -2%6 $FW S
TXDOLILHVY DV DQ HPHUJLQJ JURZWK FRPSDQ\ ,Q WKH (FRQRPLF *URZWK 5HJXODWRU\ 5HOL
'RGG )UDQN $FW $PRQJ RWKHU WKLQJV (*55&3% H[HPSWV EDQNV ZLWK OHVV WKDQ ELOOLRC

DVVHWV IURP 9ROFNHU 5XOH UHTXLUHPHQWY UHODWLQJ WR SURSULHWDU\ WUDGLQJ DQG FODUL
UHTXLUH KLJKHU FDSLWDO DOORFDWLRQV VR WKDW RQO\ ORDQV ZLWK LQFUHDVHG ULVN DUH
GLVFXVVHG EHORZ

5HYLVHG 5XOHV RQ 5HIKIXXDWRBRUSE BBEWWDO UXOHV SXUVXDQW WR WKH %DVHO ,,, UHTXLL
LPSOHPHQWHG KLJKHU PLQLPXP FDSLWDO UHTXLUHPHQWY IRU EDQN KROGLQJ FRPSDQLHYV DQG
DQG HVWDEOLVK FULWHULD WKDW LQVWUXPHQWYV PXVW PHHW WR EH FRQVLGHUHG FRPPRQ HTX
EDQNVY DQG EDQN KROGLQJ FRPSDQLHVY WR PDLQWDLQ D PLQLPXP &(7 FDSLWDO UDWLR RI R
FDSLWDO UDWLR RI RI ULVN EDVHG DVVHWY DQG D OHYHUDJH UDWLR RI RI DYHUDJH DV

7KH FDSLWDO UXOHVY DOVR UHTXLUH EDQNV WR PDLQWDLQ D &(7 FDSLWDO UDWLR RI D
R WR EH GHHPHG 3ZHOO FDSLWDOL]HG” IRU SXUSRVHV RI FHUWDLQ UXOHVY DQG SURPSW FF
EXIITHU  RI DERYH LWV PLQLPXP ULVN EDVHG FDSLWDO UHTXLUHPHQWY WKDW PXVW EH FRP¢
RUJDQL]DWLRQV FRQVHUYH FDSLWDO ZKHQ LW LV PRVW QHHGHG DOORZLQJ WKHP WR EHWWH!I
DVVHWYV $Q LQVWLWXWLRQ ZRXOG EH VXEMHFW WR OLPLWDWLRQV RQ FHUWDLQ DFWLYLWLH\
RIILFHUV LI LWV FDSLWDO OHYHO LV EHORZ WKH EXIIHUHG UDWLR $V RI '"HFHPEHU WKH «

2Q 6HSWHPEHU WKH )',& DQG RWKHU IHGHUDO EDQN UHJXODWRU\ DJHQFLHVY DSSURY
GLUHFWLYH XQGHU 6HFWLRQ RI WKH (*55&3% 7KLV IUDPHZRUN EHFDPH HIIHFWLYH -DQXDU\
,,, ULVN EDVHG FDSLWDO IUDPHZRUN 7KH FRPPXQLW\ EDQN OHYHUDJH UDWLR UHTXLUHPHQW L\
(FRQRPLF 6HFXULW\ $FW 3&$5(6 $FW~ 7KH &%/5 IUDPHZRUN LV DQ RSWLRQDO IUDPHZRUN WKD)
DQG UHSRUWLQJ ULVN EDVHG FDSLWDO UDWLRYV IRU TXDOLI\LQJ FRPPXQLW\ EDQNLQJ RUJDQL]L
DQG %DQN HOHFWHG WR DGRSW WKH &%/5 IUDPHZRUN )RU WKH \HDUV HQGHG 'HFHPEHU
UDWLRYV



7DEOH RI &RQWHQWYV

,PSRVLWLRQ RI /LDELOLW\ IRU 826GRUYFDIIMNODWRHYE BXHVUBTRUULHE WR WDNH SURPSW FF
LQVXUHG GHSRVLWRU\ LQVWLWXWLRQV ZKRVH FDSLWDO GHFOLQHVY EHORZ FHUWDLQ OHYHOV
SODQ 7KH FDSLWDO UHVWRUDWLRQ SODQ ZLOO QRW EH DFFHSWHG E\ WKH UHJXODWRUV XQO
VXEVLGLDU\YY FRPSOLDQFH ZLWK WKH FDSLWDO UHVWRUDWLRQ SODQ XS WR D FHUWDLQ VSH
HQWLWOHG WR D SULRULW\ RI SD\PHQW LQ EDQNUXSWF\

7KH DJJUHIJDWH OLDELOLW\ RI WKH KROGLQJ FRPSDQ\ RI DQ XQGHUFDSLWDOL]JHG EDQN L\
XQGHUFDSLWDOL]JHG RU WKH DPRXQW QHFHVVDU\ WR FDXVH WKH LQVWLWXWLRQ WR EH DGHT
EHFRPHV VLJQLILFDQWO\ RU FULWLFDOO\ XQGHUFDSLWDOL]HG RU IDLOV WR VXEPLW D FDSLWD
EH UHTXLUHG WR REWDLQ SULRU )HGHUDO 5HVHUYH DSSURYDO RI SURSRVHG GLYLGHQGV RU
RWKHU DIILOLDWHYV

$FTXLVLWLRQV E\ %DQN7KRO%B+&L IRVRPIBTHNIHMY HYHU\ EDQN KROGLQJ FRPSDQ\ WR REWI
DFTXLUHY DOO RU VXEVWDQWLDOO\ DOO RI WKH DVVHWV RI DQ\ EDQN RU RZQHUVKLS RU FRQ
ZRXOG RZQ RU FRQWURO GLUHFWO\ RU LQGLUHFWO\ PRUH WKDQ RI WKH YRWLQJ VKDUHYV
DFTXLVLWLRQV E\ EDQN KROGLQJ FRPSDQLHY WKH )HGHUDO 5HVHUYH LV UHTXLUHG WR FRQV
FRQGLWLRQ PDQDJHULDO UHVRXUFHV DQG IXWXUH SURVSHFWYV RI WKH EDQN KROGLQJ FRPS
VHUYHG LQFOXGLQJ WKH UHFRUG RI SHUIRUPDQFH XQGHU WKH &5% WKH HIIHFWLYHQHVV RI
SURSRVHG DFTXLVLWLRQ ZRXOG UHVXOW LQ JUHDWHU RU PRUH FRQFHQWUDWHG ULVNV WR WK
ZLOO GHSHQG RQ RXU DELOLW\ WR REWDLQ DSSURYDO IRU VXFK DFTXLVLWLRQV IURP WKH )HC
RU RWKHU FRQVLGHUDWLRQV )RU H[DPSOH ZH FRXOG EH UHTXLUHG WR VHOO EDQNLQJ FHQW
DFFHSWDEOH WR XV RU LI DFFHSWDEOH WR XV PD\ UHGXFH WKH EHQHILW RI D SURSRVHG DF

&RQWURO $FHANUWNG D@V VWDWH ODZV LQFOXGLQJ WKH %+& $FW DQG WKH &KDQJH LQ %
UHTXLUHPHQWY DQG RQJRLQJ UHIJXODWRU\ UHTXLUHPHQWY RQ DQ\ LOQYHVWRU WKDW VHHNYV V
KROGLQJ FRPSDQ\ :KHWKHU DQ LQYHVWRU *FRQWUROV" D GHSRVLWRU\ LQVWLWXWLRQ LV ED
PDWWHU DQ LQYHVWRU LV GHHPHG WR FRQWURO D GHSRVLWRU\ LQVWLWXWLRQ RU RWKHU FF
6XEMHFW WR UHEXWWDO DQ LQYHVWRU LV SUHVXPHG WR FRQWURO D GHSRVLWRU\ LQVWLWX
VHEXULWLHY DQG HLWKHU WKH GHSRVLWRU\ LOQOVWLWXWLRQ RU FRPSDQ\ LV D SXEOLF FRPSDC(C
WKH DFTXLVLWLRQ ,1 DQ LQYHVWRUYfV RZQHUVKLS RI RXU YRWLQJ VHFXULWLHV ZHUH WR H[F
SXUSRVHV ZKLFK FRXOG VXEMHFW VXFK LQYHVWRU WR UHJXODWRU\ ILOLQJY RU RWKHU UHJX
DFFHVV WR FDSLWDO DQG FRXOG OLPLW SDUWLHV ZKR FRXOG DFTXLUH VKDUHV RI RXU FRPPR

5HIJXODWRU\ 5SHVWULFWLRQV RQ $VYR GHDMAVKRBAZEUGH RRFBENDUHQIWKK &RPSDQ\ LV VXEMHF'
DSSOLFDEOH EDQNLQJ ODZV DQG UHJXODWLRQV 7KH )HGHUDO 5HVHUYH KDV LVVXHG D VXSH
XQOHVV LWV QHW LQFRPH RYHU WKH ODVW IRXU TXDUWHUV QHW RI GLYLGHQGYV SDLG KD
DSSHDUV WR EH FRQVLVWHOQW ZLWK WKH FDSLWDO QHHGVY DVVHW TXDOLW\ DQG RYHUDOO IL
FRPSDQ\ ZLOO FRQWLQXH WR PHHW PLQLPXP UHTXLUHG FDSLWDO DGHTXDF\ UDWLRV )DLOXUH
KROGLQJ FRPSDQ\ LV RSHUDWLQJ LQ DQ XQVDIH DQG XQVRXQG PDQQHU ,Q DGGLWLRQ WKH &
FRQVHUYDWLRQ EXIIHU XQGHU WKH %DVHO ,,, UHJXODWRU\ FDSLWDO IUDPHZRUN ,Q WKH FXUL
EDQN KROGLQJ FRPSDQLHV VKRXOG FDUHIXOO\ UHYLHZ WKHLU GLYLGHQG SROLF\ DQG KDV GL'
TXDOLW\ DQG FDSLWDO DUH YHU\ VWURQJ 7KH JHGHUDO 5HVHUYH PD\ IXUWKHU UHVWULFW W
UHTXLULQJ XV WR PDLQWDLQ D KLJKHU OHYHO RI FDSLWDO WKDQ ZRXOG RWKHUZLVH EH UHTXL

8QGHU ORQJVWDQGLQJ )HGHUDO 5HVHUYH SROLF\ ZKLFK KDV EHHQ FRGLILHG E\ WKH 'RG
WR DQG WR FRPPLW UHVRXUFHV WR VXSSRUW WKH %DQN 7KLV VXSSRUW PD\ EH UHTXLUHG C
&RPSDQ\ PDNHV WR WKH %DQN DUH VXERUGLQDWH LQ ULJKW RI SD\PHQW WR GHSRVLWYV DQG
FLUFXPVWDQFHV WKH &RPSDQ\ FRXOG DOVR EH UHTXLUHG WR JXDUDQWHH WKH FDSLWDO UHYV
5HVHUYHYV SURPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV ,Q WKH HYHQW RI RXU EDQNUXSWF\
%DQN XQGHU D FDSLWDO UHVWRUDWLRQ SODQ ZRXOG EH DVVXPHG E\ WKH EDQNUXSWF\ WUXYV
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,Q WKH HYHQW RI D EDQN KROGLQJ FRPSDQ\fV EDQNUXSWF\ XQGHU &KDSWHU R1 WKH 8
UHTXLUHG WR FXUH LPPHGLDWHO\ DQ\ GHILFLW XQGHU DQ\ FRPPLWPHQW E\ WKH GHEWRU KRO
LQVXUHG GHSRVLWRU\ LQVWLWXWLRQ DQG DQ\ FODLP IRU EUHDFK RI VXFK REOLJDWLRQ ZLOC

6FRSH RI 3HUPLVVAGEOMUSWWHY®hWSL BIFW WKH &RPSDQ\ LV SURKLELWHG IURP DFTXLULQJ D
YRWLQJ VKDUHV RI DQ\ FRPSDQ\ WKDW LV QRW D EDQN RU ILQDQFLDO KROGLQJ FRPSDQ\ DQG
PDQDJLQJ RU FRQWUROOLQJ EDQNV RU IXUQLVKLQJ VHUYLFHVY WR RU SHUIRUPLQJ VHUYLFHV II
DQG PD\ RZQ VKDUHV RI FRPSDQLHY HQJDJHG LQ FHUWDLQ DFWLYLWLHV IRXQG E\ WKH )HGHU
WR EH D SURSHU LQFLGHQW WKHUHWR 7KHVH DFWLYLWLHV LQFOXGH DPRQJ RWKHUV RSHUD'
SURFHVVLQJ RSHUDWLRQV SURYLGLQJ LQYHVWPHQW DQG ILQDQFLDO DGYLFH DFWLQJ DV DC
RQ D IXO0O SD\RXW QRQRSHUDWLQJ EDVLVY DQG SURYLGLQJ FHUWDLQ VWRFN EURNHUDJH DQ"
WKH J)HGHUDO 5HVHUYH FRQVLGHUV DPRQJ RWKHU WKLQJV ZKHWKHU WKH DFTXLVLWLRQ RU
VXFK DV JUHDWHU FRQYHQLHQFH LQFUHDVHG FRPSHWLWLRQ RU JDLQV LQ HIILFLHQF\ WKD)
RU XQIDLU FRPSHWLWLRQ FRQIOLFWV RI LQWHUHVW RU XQVRXQG EDQNLQJ SUDFWLFHYV

1IRWZLWKVWDQGLQJ WKH IRUHJRLQJ WKH *UDPP /HDFK %OLOH\ $FW DOVR NQRZQ DV WKH
*/% $FW DPHQGHG WKH %+& $FW DQG HOLPLQDWHG WKH EDUULHUV WR DIILOLDWLRQV DPRQJ E
*/% $FW SHUPLWWHG EDQN KROGLQJ FRPSDQLHYV WR EHFRPH ILQDQFLDO KROGLQJ FRPSDQLHYV
RWKHU DFWLYLWLHY WKDW DUH ILQDQFLDO LQ QDWXUH 7KH */% $FW GHILQHV 3ILQDQFLDO LQ |
VSRQVRULQJ PXWXDO IXQGY DQG LQYHVWPHQW FRPSDQLHV LQVXUDQFH XQGHUZULWLQJ DQG
GHWHUPLQHG WR EH FORVHO\ UHODWHG WR EDQNLQJ 1R UHJXODWRU\ DSSURYDO ZLOO EH UH"
DVVRFLDWLRQ HQJDJHG LQ DFWLYLWLHV WKDW DUH ILQDQFLDO LQ QDWXUH RU LQFLGHQWDO
EHFRPH D ILQDQFLDO KROGLQJ FRPSDQ\ LQ

6DIH DQG 6RXQG %D®NQQIKROMGAWUIFARPSDQLHY DUH QRW SHUPLWWHG WR HQJDJH LQ XQ
5HJXODWLRQ < IRU H[DPSOH JHQHUDOO\ UHTXLUHV D EDQN KROGLQJ FRPSDQ\ WR SURYLGH WI
VHFEXULWLHY LI WKH FRQVLGHUDWLRQ WR EH SDLG WRJHWKHU ZLWK WKH FRQVLGHUDWLRQ S
EDQN KROGLQJ FRPSDQ\fV FRQVROLGDWHG QHW ZRUWK 7KH JHGHUDO 5HVHUYH PD\ RSSRVH '
XQVRXQG SUDFWLFH RU ZRXOG YLRODWH DQ\ ODZ RU UHJXODWLRQ ,Q FHUWDLQ FLUFXPVWDQ
DQ XQVDIH RU XQVRXQG EDQNLQJ SUDFWLFH

7KH )HGHUDO 5HVHUYH KDV EURDG DXWKRULW\ WR SURKLELW DFWLYLWLHV RI EDQN KRO
XQVRXQG EDQNLQJ SUDFWLFHV UHVXOW LQ EUHDFKHV RI ILGXFLDU\ GXW\ RU ZKLFK FRQVWLYV
HQIRUFHPHQW DFWLRQ IRU VXFK DFWLYLWLHYVY 7KH SHQDOWLHY FDQ H[FHHG IRU HDFK

$QWL WILQJ 5HV QYN IKRDICR@VY FRPSDQLHY DQG WKHLU DIILOLDWHY DUH SURKLELWHG IURP
RWKHU QRQEDQNLQJ VHUYLFHV RIIHUHG E\ D EDQN KROGLQJ FRPSDQ\ RU LWV DIILOLDWHYV

E %$1.

7KH %DQN LV D FRPPHUFLDO EDQN FKDUWHUHG XQGHU WKH ODZV RI WKH 6WDWH RI /RXLVI
SHUPLWWHG E\ ODZ $V D UHVXOW WKH %DQN LV VXEMHFW WR H[WHQVLYH UHJXODWLRQ VXSH
J)LQDOO\ ZH DUH DOVR VXEMHFW WR VHFRQGDU\ RYHUVLJKW E\ VWDWH EDQNLQJ DXWKRULWLE}
KDYH WKH SRZHU WR HQIRUFH FRPSOLDQFH ZLWK DSSOLFDEOH EDQNLQJ ODZV DQG UHJXODWL
DJDLQVW GHSRVLWYV UHVWULFWLRQV RQ WKH QDWXUH DQG DPRXQW RI ORDQV WKDW PD\ EH
DQG RWKHU DFWLYLWLHV RI WKH %DQN
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&DSLWDO $GHTXDFYIGH TX&UHPGE QRKLVLDQD 2I1ILFH RI )LQDQFLDO ,QVWLWXWLRQV PRQLWR
ULVN EDVHG JXLGHOLQHY DQG OHYHUDJH UDWLRYV VLPLODU WR WKRVH DSSOLHG DW WKH KRO!
YDULRXV W\ASHV RI DSSOLFDWLRQV DQG ZKHQ FRQGXFWLQJ VXSHUYLVRU\ DFWLYLWLHYV UHOD

FDSLWDO UXOHV ZKLFK EHFDPH HIITHFWLYH RQ -DQXDU\ WKH %DQN LV UHTXLUHG WR PDLQ’
FRPPRQ HTXLW\ 7LHU ULVN EDVHG FDSLWDO UDWLR RI D 7LHU ULVN EDVHG FDSLWDO U
7KH %DVHO ,,, IUDPHZRUN DOVR LPSOHPHQWY D UHTXLUHPHQW IRU DOO )',& LQVXUHG EDQ'!

UHTXLUHPHQWY WR DYRLG FHUWDLQ UHVWULFWLRQV RQ FDSLWDO GLVWULEXWLRQV DQG GLVI
FRPSRVHG VROHO\ RI FRPPRQ HTXLW\ 7LHU FDSLWDO DQG HIIHFWLYHO\ UHTXLUHV EDQNLQJ R
PLQLPXP ULVN EDVHG FDSLWDO UHTXLUHPHQWY VHW IRUWK DERYH

7KHVH FDSLWDO UHTXLUHPHQWY DUH PLQLPXP UHTXLUHPHQWY 7KH )',& RU /RXLVLDQD 211!
ZDUUDQWHG E\ WKH ULVN SURILOH RI WKH %DQN HFRQRPLF FRQGLWLRQV LPSDFWLQJ LWV PDU
WKDW KLIJKHU FDSLWDO PD\ EH UHTXLUHG WR WDNH DGHTXDWH DFFRXQW RI DPRQJ RWKHU W
DFWLYLWLHYV RU VHFXULWLHY WUDGLQJ DFWLYLWLHVY ,Q DGGLWLRQ WKH )', &V SURPSW FRUU
UDWLRV IRU EDQNLQJ RUJDQL]DWLRQV )DLOXUH WR PHHW FDSLWDO JXLGHOLQHVY FRXOG VXEM
UHVWULFWLRQV RQ EXVLQHVYVY DFWLYLWLHY DQG RWKHU PHDVXUHV XQGHU WKH )',&TV SURPSV

3XUVXDQW WR VHFWLRQ E RI (*55&3% WKH IHGHUDO EDQN UHJXODWRU\ DJHQFLHV DGRS
UHTXLUHPHQW RI ZKLFK ZDV UHGXFHG RQ D WHPSRUDU\ EDVLV XQGHU WKH &$5(6 $FW LQ

$V SUHYLRXVO\ PHQWLRQHG WKH &RPSDQ\ DQG %DQN HOHFWHG WR DGRSW WKH &%/5 IUD
ZHLIJKWHG UDWLRV IRU WKH \HDUV HQGHG '"HFHPEHU DQG

&RUUHFWLYH OHDVXUHV IRRKKEDSBSGWODDO HEDENHQBLHWIXODWRUYV DUH UHTXLUHG E\ WKH )H(
FRUUHFWLYH DFWLRQ™ ZLWK UHVSHFW WR FDSLWDO GHILFLHQW LQVWLWXWLRQV WKDW DUH )",
WLHUV 3ZHOO FDSLWDOL]JHG ~ SDGHTXDWHO\ FDSLWDOL]JHG ~ 3 XQGHUFDSLWDOL]HG ~ 3VLJQLILFLC
GHSHQGV XSRQ KRZ LWV FDSLWDO OHYHOV FRPSDUH ZLWK YDULRXV UHOHYDQW FDSLWDO PHI

7R EH ZHOO FDSLWDOL]J]HG D ILQDQFLDO LQVWLWXWLRQ PXVW KDYH D WRWDO ULVN EDVHG
FRPPRQ HTXLW\ 7LHU ULVN EDVHG FDSLWDO UDWLR RI DW OHDVW DQG D OHYHUDJH UDWL
UHTXLULQJ LW WR PDLQWDLQ D VSHFLILF FDSLWDO OHYHO IRU DQ\ FDSLWDO PHDVXUH $V RI 'H
WKH SURPSW FRUUHFWLYH DFWLRQ IUDPHZRUN FXUUHQWO\ LQ HIIHFW

%DQNV WKDW DUH DGHTXDWHO\ EXW QRW ZHOO FDSLWDOL]J]HG PD\ QRW DFFHSW UHQHZ |
VXEMHFW WR UHVWULFWLRQV RQ WKH LQWHUHVW UDWHYV WKDW FDQ EH SDLG RQ LWV GHSRVL'
DQ\ FDSLWDO GLVWULEXWLRQV LQFOXGLQJ SD\PHQW RI D GLYLGHQG RU SD\LQJ DQ\ PDQDJHF
XQGHUFDSLWDOL]J]HG 8QGHUFDSLWDOL]HG LQVWLWXWLRQV DUH DOVR VXEMHFW WR JURZWK Ol
FDSLWDO UHVWRUDWLRQ SODQ 7KH DJHQFLHV PD\ QRW DFFHSW VXFK D SODQ ZLWKRXW GHW}
WR VXFFHHG LQ UHVWRULQJ WKH EDQNYfV FDSLWDO 6LJQLILFDQWO\ XQGHUFDSLWDOL]HG GHS
RUGHUV WR VHOO VXIILFLHQW YRWLQJ VWRFN WR EHFRPH DGHTXDWHO\ FDSLWDOL]JHG UHTXL
EDQNV *HQHUDOO\ VXEMHFW WR D QDUURZ H[FHSWLRQ WKH )',& PXVW DSSRLQW D UHFHLYHU
FODVVLILFDWLRQ RI D EDQN DOVR DIIHFWV WKH IUHTXHQF\ Rl UHJXODWRU\ H[DPLQDWLRQV W
E\ WKH EDQN

%UDQF&QQ@BU /RXLVLDQD ODZ WKH %DQN LV SHUPLWWHG WR HVWDEOLVK DGGLWLRQDO E
RI )LQDQFLDO ,QVWLWXWLRQV $V D UHVXOW RI WKH 'RGG )UDQN $FW WKH %DQN PD\ DOVR H\
DSSURYDO VR ORQJ DV WKH ODZV RI WKH VWDWH ZKHUH WKH EUDQFK LV WR EH ORFDWHG ZR
ZKHWKHU ORFDWHG LQVLGH RU RXWVLGH RI /RXLVLDQD PXVW DOVR EH DSSURYHG E\ WKH )',&
VWDWHY E\ PHUJLQJ ZLWK EDQNV RU E\ SXUFKDVLQJ EUDQFKHY RI RWKHU EDQNV LQ RWKHU "
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5SHVWULFWLRQV RQ 7UDQVDFWLRQWD QY NKWLRIQOL B W\M ¥ HH@GW RN LWHQN DQG LWV QRQEDQN
&RPSDQ\ DUH VXEMHFW WR 6HFWLRQ $ DQG % RI WKH )HGHUDO 5HVHUYH $FW DQG 5HJXODW
DPRXQW RI VXFK WUDQVDFWLRQV DQG DOVR UHTXLUHV FHUWDLQ OHYHOV Rl FROODWHUDO IR
FROODWHUDOL]HG E\ WKH VHFXULWLHY RU REOLJDWLRQV RI WKH &RPSDQ\ RU LWV VXEVLGLDU
DQG VXUSOXV RI WKH %DQN DQG FRYHUHG WUDQVDFWLRQV ZLWK DOO DIILOLDWHV PD\ QRW H]|
DQG VXUSOXV UHIHUV WR WKH EDQNYV 7LHU DQG 7LHU FDSLWDO DV FDOFXODWHG XQGHU W
H[FOXGHG IURP 7LHU FDSLWDO 7KH %DQNYV WUDQVDFWLRQV ZLWK DOO RI LWV DIILOLDWHV L
GHILQHG E\ VWDWXWH WR LQFOXGH D ORDQ RU H[WHQVLRQ RI FUHGLW WR DQ DIILOLDWH DYV
H[HPSWHG E\ WKH )HGHUDO 5HVHUYH IURP WKH DIILOLDWH WKH DFFHSWDQFH RI VHFXULWLHV
DFFHSWDQFH RU OHWWHU RI FUHGLW RQ EHKDOI Rl DQ DIILOLDWH ,Q DGGLWLRQ LQ FRQQHFYV
FROODWHUDO WR SURYLGH DGGHG VHFXULW\ WR WKH %DQN DQG WKH W\SHV Rl SHUPLVVLEOH
WUDQVDFWLRQV ZLWK DIILOLDWHY LQFOXGLQJ DQ H[SDQVLRQ RI ZKDW W\SHV Rl WUDQVDFWL
DJUHHPHQW DQG VHFXULWLHY OHQGLQJ DUUDQJHPHQWY DQG DQ LQFUHDVH LQ WKH DPRXQW F

$IILOLDWH WUDQVDFWLRQV DUH DOVR VXEMHFW WR 6HFWLRQ % Rl WKH )HGHUDO 5HVHU
DIILOLDWHY EH RQ WHUPV VXEVWDQWLDOO\ WKH VDPH RU DW OHDVW DV IDYRUDEOH WR WKH
QRQDIILOLDWHG SHUVRQV 7KH )HGHUDO 5HVHUYH KDV DOVR LVVXHG 5HIJXODWLRQ : ZKLFK FR
LOQWHUSUHWLYH JXLGDQFH ZLWK UHVSHFW WR DIILOLDWH WUDQVDFWLRQV

7KH UHVWULFWLRQV RQ ORDQV WR GLUHFWRUV H[HFXWLYH RIILFHUV SULQFLSDO VKDUH
FRQWDLQHG LQ 6HFWLRQ K RI WKH )HGHUDO 5HVHUYH $FW DQG LQ 5HIJXODWLRQ 2 SURPXOJ
DQG EDQN KROGLQJ FRPSDQLHV 7KHVH UHVWULFWLRQV LQFOXGH OLPLWY RQ ORDQV WR RQH
DQ DJJUHIJDWH OLPLWDWLRQ RQ DOO ORDQV WR LQVLGHUY DQG WKHLU UHODWHG LQWHUHVWYV
DQG VXUSOXV DOWKRXJK D EDQNfYVY UHJXODWRUV PD\ GHWHUPLQH WKDW D OHVVHU DPRXQW L
,QVLGHUV DUH VXEMHFW WR HQIRUFHPHQW DFWLRQV IRU DFFHSWLQJ ORDQV LQ YLRODWLRQ F

5HVWULFWLRQV RQ 'LVWULEXWLRQ@KRH %DQN LVYVECEHWGSAMWVDWR BEMVWWONVQ UHVWULFWLRQV F
DQG SROLFLHV ,Q JHQHUDO WKH %DQN PD\ SD\ GLYLGHQGYV WR WKH &RPSDQ\ ZLWKRXW WKH |
GLYLGHQG GRHV QRW H[FHHG WKH %DQNYV QHW SURILWY HDUQHG GXULQJ WKH FXUUHQW \HDU
UHTXLUHG WR REWDLQ WKH DSSURYDO RI WKH /RXLVLDQD 2IILFH RI )LQDQFLDO ,QVWLWXWLRQ"
QRW SD\ DQ\ GLYLGHQG WR WKH &RPSDQ\ LI LW LV XQGHUFDSLWDOL]HG RU WKH SD\PHQW RI W
WKH SD\PHQW RI GLYLGHQGV E\ HQJDJLQJ LQ VXSHUYLVRU\ DFWLRQ WR UHVWULFW GLYLGHQG
UHTXLUHG WR EH DGHTXDWHO\ FDSLWDOL]JHG IRU UHJXODWRU\ SXUSRVHV 8QGHU WKH %DVHO
EXIIHU DV GLVFXVVHG DERYH PD\ DOVR UHVXOW LQ GLYLGHQG UHVWULFWLRQV ORUHRYHU L
LQFOXGH WKH SD\PHQW RI GLYLGHQGY WKH )',& PD\ UHTXLUH JHQHUDOO\ DIWHU QRWLFH DQ
GLYLGHQGY WKDW GHSOHWH D GHSRVLWRU\ LQVWLWXWLRQYfYV FDSLWDO EDVH WR DQ LQDGHT.
SURYLGLQJ WKDW LQVXUHG GHSRVLWRU\ LQVWLWXWLRQV JHQHUDOO\ VKRXOG SD\ GLYLGHQGC

JXUWKHU LQ WKH HYHQW RI D OLTXLGDWLRQ RU RWKHU UHVROXWLRQ RI DQ LQVXUHG Gt
FUHGLWRUVY DUH HQWLWOHG WR D SULRULW\ RI SD\PHQW RYHU WKH FODLPV RI KROGHUV RI D
KROGLQJ FRPSDQ\ VXFK DV XV RU DQ\ VKDUHKROGHU RU FUHGLWRU WKHUHRI
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,QFHQWLYH &RPSHQVPW LR@HWXDLG EQPOMNLQJ DIHQFLHV KDYH LVVXHG FRPSUHKHQVLYH JX
WKDW WKH LQFHQWLYH FRPSHQVDWLRQ SROLFLHV RI EDQNLQJ RUJDQL]DWLRQV GR QRW XQG|
WDNLQJ 7KH LQFHQWLYH FRPSHQVDWLRQ JXLGDQFH VHWYV H[SHFWDWLRQV IRU EDQNLQJ RUJL
PDQDJHPHQW FRQWURO DQG JRYHUQDQFH SURFHVVHV 7KH LQFHQWLYH FRPSHQVDWLRQ JXLG
SURILOH RI DQ RUJDQL]DWLRQ HLWKHU LQGLYLGXDOO\ RU DV SDUW RI D JURXS LV EDVHG XSR
HITHFWLYH FRQWUROV DQG ULVN PDQDJHPHQW DQG VWURQJ FRUSRUDWH JRYHUQDQFH $Q\
WKH RUJDQL]DWLRQYV VXSHUYLVRU\ UDWLQJV ZKLFK FDQ DIIHFW LWV DELOLW\ WR PDNH DFT!:
EDQNLQJ RUJDQL]DWLRQYV IHGHUDO VXSHUYLVRU PD\ LQLWLDWH HQIRUFHPHQW DFWLRQ LI Wk
VRXQGQHVV RI WKH RUJDQL]DWLRQ )XUWKHU D SURYLVLRQ RI WKH %DVHO ,,, FDSLWDO VWD(
WKH LOVWLWXWLRQYV UHJXODWRU\ FDSLWDO UDWLRYV IDLO WR H[FHHG FHUWDLQ WKUHVKROG'
GLVFORVXUH RI LQFHQWLYH EDVHG FRPSHQVDWLRQ DUUDQJHPHQWY LQLWLDOO\ LQ $SULO
PRVWO\ DSSO\ WR EDQNLQJ RUJDQL]DWLRQV ZLWK RYHU ELOOLRQ LQ WRWDO DVVHWV 7KH
DUH FRQWLQXLQJ WR GHYHORS DQG DUH OLNHO\ WR FRQWLQXH HYROYLQJ LQ WKH IXWXUH

$XGLW 5HSRUWPVXUHG LQVWLWXWLRQV ZLWK WRWDO DVVHWV RI ELOOLRQ RU PRUH |
DFFRXQWLQJ SULQFLSOHV 3*$$3° PDQDJHPHQWYJV FHUWLILFDWLRQV VLIJQHG E\ RXU DQG WKH
PDQDJHPHQWYIV UHVSRQVLELOLW\ IRU WKH ILQDQFLDO VWDWHPHQWY DQG DQ DWWHVWDWLRC
ZLWK WRWDO DVVHWY RI PRUH WKDQ ELOOLRQ LQGHSHQGHQW DXGLWRUV PD\ EH UHTXLUH
LOQGHSHQGHQW DXGLW FRPPLWWHH FRQVLVWLQJ RI RXWVLGH GLUHFWRUV RQO\ RU WKDW ZH
PXVW LQFOXGH PHPEHUV ZLWK H[SHULHQFH LQ EDQNLQJ RU ILQDQFLDO PDQDJHPHQW PXVW K
FXVWRPHUV 7KH %DQNfV DXGLW FRPPLWWHH FRQVLVWY HQWLUHO\ RI LQGHSHQGHQW GLUHFYV

'"HSRVLW ,QVXUDQFKHSYV&H LQORXQWY WKH GHSRVLWYV RI IHGHUDOO\ LQVXUHG EDQNV XS W
'"HSRVLW ,QVXUDQFH )XQG DQG VDIHIJXDUGV WKH VDIHW\ DQG VRXQGQHVYV RI WKH EDQNLQJ D
VDYLQJV LQVWLWXWLRQV LV SHU GHSRVLWRU 7KH DPRXQW Rl )',& DVVHVVPHQWYV SDLG
PHDVXUHG E\ UHJXODWRU\ FDSLWDO UDWLRY DQG RWKHU VXSHUYLVRU\ IDFWRUV DQG LV FDC
HTXLW\

‘H DUH JHQHUDOO\ XQDEOH WR FRQWURO WKH DPRXQW RI SUHPLXPV WKDW ZH DUH UHTXL
DQG LQFRPH SURMHFWLRQV IRU WKH "HSRVLW ,QVXUDQFH )XQG DQG LI QHHGHG ZLOO LQFUHEL
,] WKHUH DUH DGGLWLRQDO EDQN RU ILQDQFLDO LQVWLWXWLRQ IDLOXUHV RU LI WKH )',& RWK
)& LQVXUDQFH SUHPLXPV $Q\ IXWXUH LQFUHDVHYV LQ )',& LQVXUDQFH SUHPLXPV PD\ KDYH D F

JLOQDQFLDO ORGOGOU] WWHRQ% $FW EDQNV PD\ HYWDEOLVK ILQDQFLDO VXEVLGLDULHYV Dt
ILQDQFLDO LQ QDWXUH RWKHU WKDQ LQVXUDQFH XQGHUZULWLQJ DV SULQFLSDO LQVXUDQFH
LVVXDQFH DQG PHUFKDQW EDQNLQJ DFWLYLWLHV 7R GR VR D EDQN PXVW EH ZHOO FDSLWDOL]
VDWLVIDFWRU\ RU EHWWHU 6XEVLGLDU\ EDQNV RI ILQDQFLDO KROGLQJ FRPSDQLHV RU EDQNYV
FRQWLQXH WR HQJDJH LQ DFWLYLWLHY WKDW DUH ILQDQFLDO LQ QDWXUH ZLWKRXW UHJXODW
3ILQDQFLDO LQ QDWXUH " VXEVLGLDU\ RU VXEVLGLDULHV ,Q DGGLWLRQ D ILQDQFLDO KROGLQ
ILQDQFLDO LQ QDWXUH XQOHVV HDFK RI WKH VXEVLGLDU\ EDQNV Rl WKH ILQDQFLDO KROGLQJ
PDLQWDLQV D ILQDQFLDO VXEVLGLDU\

%URNHUHG '"HSRVIQW BHM® WLHFSR\RIQWVRU\ LQVWLWXWLRQV WKDW DUH FDWHJRUL]JHG DV DG
IHGHUDO UHJXODWLRQV FDQQRW DFFHSW UHQHZ RU UROO RYHU EURNHUHG GHSRVLWV ZLWKI
WKDW FDQ EH SDLG RQ DQ\ GHSRVLWV 7KH (*55&3% H[HPSWHG UHFLSURFDO GHSRVLWYV IURP W
FDWHJRUL]JHG DV XQGHUFDSLWDOL]HG FDSLWDOL]JHG LQVWLWXWLRQV XQGHU WKH )', $FW DQG
7TKH %DQN LV QRW FXUUHQWO\ VXEMHFW WR VXFK UHVWULFWLRQV

&RQFHQWUDWHG &RPPHUFLDO 5H DK HKVI\WBWBD/MHEGROLGHUHIX WD WY\ DIHQFLHYV KDYH S
LOVWLWXWLRQV ZLWK FRQFHQWUDWLRQV LQ FRPPHUFLDO UHDO HVWDWH OHQGLQJ 7KH JXLGEL
UHSRUWHG ORDQV IRU DFTXLVLWLRQ FRQVWUXFWLRQ ODQG GHYHORSPHQW DQG RWKHU ODC
PXOWL IDPLO\ DQG QRQIDUP QRQUHVLGHQWLDO SURSHUWLHYV DQG ORDQV IRU DFTXLVLWLRQ F
EDVHG FDSLWDO DQG WKH EDQNYVY FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR KDV LQFUHD\
VHFRQG FDWHJRU\ ,I D FRQFHQWUDWLRQ LV SUHVHQW PDQDJHPHQW PXVW HPSOR\ KHLJKWH¢(
PDQDJHPHQW RYHUVLJKW DQG VWUDWHJILF SODQQLQJ SRUWIROLR PDQDJHPHQW GHYHORSPH
DQG VWUHVY WHVWLQJ DQG PDLQWHQDQFH RI LQFUHDVHG FDSLWDO OHYHOV DV QHHGHG WR
GHYHORSPHQW DQG RWKHU ODQG SRUWIROLR LV FXUUHQWO\ RYHU WKH UHJXODWRU\ JXLGDC
GHYHORSPHQW SURMHFWY DQG RXU SRUWIROLR VHFXUHG E\ PXOWL IDPLO\ DQG QRQIDUP QRQ
RWKHU ODQG LV ZLWKLQ WKH SHUFHQWDJH WKUHVKROG
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&RPPXQLW\ 5HLQYKHHMWAE DN EPWKH UHIJXODWLRQV LVVXHG WKHUHXQGHU DUH LQWHQGHG
DVVHVVPHQW DUHD LQFOXGLQJ ORZ DQG PRGHUDWH LQFRPH QHLJKERUKRRGY FRQVLVWHQW
UHJXODWRU\ DVVHVVPHQW RI D EDQNYfY UHFRUG LQ PHHWLQJ WKH QHHGV RI LWV DVVHVVPHQ
DSSOLFDWLRQV WR DFTXLUH WKH DVVHWY DQG DVVXPH WKH OLDELOLWLHY RI DQRWKHU EDQN
IHGHUDO EDQNLQJ DIJHQFLHVY WR PDNH SXEOLF D UDWLQJ RI D EDQNYV SHUIRUPDQFH XQGHU Wt
EDQNV LQYROYHG LQ WKH WUDQVDFWLRQ DUH UHYLHZHG LQ FRQQHFWLRQ ZLWK WKH ILOLQJ F
ZLWK DQ\ RWKHU EDQN KROGLQJ FRPSDQ\ $Q XQVDWLVIDFWRU\ &5% UHFRUG FRXOG VXEVWDQ\
SVDWLVIDFWRU\" UDWLQJ LQ LWV PRVW UHFHQW &5% H[DPLQDWLRQ LQ $SULO

&RQVXPHU /DZV DQGKHHHIODQNWINRYPXEMHFW WR QXPHURXYVY ODZV DQG UHJXODWLRQV LQWFH
ODZV LQFOXGH DPRQJ RWKHUV ODZV UHJDUGLQJ XQIDLU GHFHSWLYH DQG DEXVLYH DFWV D
ODZV LQFOXGH WKH (OHFWURQLF )XQG 7UDQVIHU $FW WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW
BURFHGXUHV $FW RI WKH 6 $ ) ( ORUWJDJH /LFHQVLQJ $FW RI WKH 7UXWK LQ /HQGLQJ
MXULVGLFWLRQV KDYH FRQVXPHU SURWHFWLRQ ODZV DQDORJRXV DQG LQ DGGLWLRQ WR WEk
UHTXLUHPHQWY DQG UHJXODWH WKH PDQQHU LQ ZKLFK ILQDQFLDO LQVWLWXWLRQV PXVW GHI
WUDQVDFWLRQV )DLOXUH WR FRPSO\ ZLWK WKHVH ODZVY DQG UHJXODWLRQV FRXOG JLYH ULV
ORFDO DWWRUQH\V JHQHUDO DQG FLYLO RU FULPLQDO OLDELOLW\

,Q DGGLWLRQ WKH 'RGG )UDQN $FW FUHDWHG WKH &)3% 7KH &)3% KDV EURDG DXWKRUL\
'RGG )UDQN $FW JLYHV WKH &)3% DXWKRULW\ WR VXSHUYLVH DQG H[DPLQH GHSRVLWRU\ LQVW
FRQVXPHU ODZV 7KH DXWKRULW\ WR VXSHUYLVH DQG H[DPLQH GHSRVLWRU\ LQVWLWXWLRQV =z
ODUJHO\ ZLWK WKRVH LQVWLWXWLRQVY SULPDU\ UHJXODWRUV +RZHYHU WKH &)3% PD\ SDUWL
SRWHQWLDO HQIRUFHPHQW DFWLRQV DJDLQVW VXFK LQVWLWXWLRQV WR WKHLU SULPDU\ UHJX
KDV DVVHWYV RI OHVV WKDQ ELOOLRQ DQG FRXOG VXSHUYLVH DQG H[DPLQH RXU RWKHU G
&)3% DOVR KDV VXSHUYLVRU\ DQG H[DPLQDWLRQ DXWKRULW\ RYHU FHUWDLQ QRQEDQN LQVWL
RI FRYHUHG QRQEDQN LQVWLWXWLRQV DQG DOVR DXWKRUL]JHV WKH &)3% WR LGHQWLI\ DGGL)\
SHUPLWYV VWDWHY WR DGRSW FRQVXPHU SURWHFWLRQ ODZV DQG UHJXODWLRQV WKDW DUH V
SHUPLWWHG WR HQIRUFH FRQVXPHU SURWHFWLRQ UXOHY DGRSWHG E\ WKH &)3% DJDLQVW FH

ORUWJIDJH /HQGLKH '"RIGEBHMIDQN $FW DXWKRULJHG WKH &)3% WR HVWDEOLVK FHUWDLQ PL(
LQFOXGLQJ D GHWHUPLQDWLRQ RI WKH ERUURZHUYY DELOLW\ WR UHSD\ 8QGHU WKH 'RGG )UD"
XQOHVV WKH\ PDNH D SUHDVRQDEOH DQG JRRG IDLWK GHWHUPLQDWLRQ  WKDW WKH FRQVXPH
UDLVH FHUWDLQ GHIHQVHV WR IRUHFORVXUH EXW SURYLGHV D IXO0O RU SDUWLDO VDIH KDUER
PRUWJDJHY ~ LPSRVLQJ ERWK XQGHUZULWLQJ VWDQGDUGV + IRU H[DPSOH D ERUURZHUYTV GHE'
&HUWDLQ ORDQV LQFOXGLQJ LQWHUHVW RQO\ ORDQV DQG QHJDWLYH DPRUWL]DWLRQ ORDQV
TXDOLILHG PRUWJDJHV IRU EDQNV ZLWK OHVV WKDQ ELOOLRQ LQ DVVHWYV

$QWL ORQH\ /DXQGHBQEBHDQBGHIBRO ODZ LQFOXGLQJ WKH %DQN 6HFUHF\ $FW RU %6$ DQ
LQVWLWXWLRQV VXFK DV WKH %DQN PXVW PDLQWDLQ DQWL PRQH\ ODXQGHULQJ SURJUDPV V
RIILFHU DQ RQJRLQJ HPSOR\HH WUDLQLQJ SURJUDP DQG WHVWLQJ RI WKH SURJUDP E\ DQ LQ
VSHFLILHG ILQDQFLDO WUDQVDFWLRQV DQG DFFRXQW UHODWLRQVKLSY DQG PXVW PHHW HQK
ZLWK IRUHLJQ ILQDQFLDO LQVWLWXWLRQV DQG IRUHLJQ FXVWRPHUV )LQDQFLDO LQVWLWXW
JXDUG DJDLQVW PRQH\ ODXQGHULQJ DQG WR UHSRUW DQ\ VXVSLFLRXV WUDQVDFWLRQV DQG
PDLQWDLQHG E\ ILQDQFLDO LQVWLWXWLRQV 7KH )LQDQFLDO &ULPHV (QIRUFHPHQW 1HWZRUN |
GXH GLOLJHQFH UHTXLUHPHQWYV IRU EDQNV ZLWK UHJDUG WR WKHLU FXVWRPHUV



7DEOH RI &RQWHQWYV

7KH 2I1ILFH RI )RUHLJQ $VVHWV &RQWURO RU 2)$& DGPLQLVWHUYV ODZV DQG ([HFXWLYH 2!
SURKLELWHG SDUWLHV 2)$& SXEOLVKHVY OLVWV RI SHUVRQV DQG RUJDQL]DWLRQV VXVSHFWH
IDWLRQDOV DQG %ORFNHG 3HUVRQV *HQHUDOO\ LI D EDQN LGHQWLILHY D WUDQVDFWLRQ DF
DFFRXQW RU EORFN WKH WUDQVDFWLRQ ILOH D VXVSLFLRXVY DFWLYLW\ UHSRUW DQG QRWLI\

%DQN UHJXODWRUV URXWLQHO\ H[DPLQH LQVWLWXWLRQV IRU FRPSOLDQFH ZLWK WKHVH
UHJXODWRU\ UHYLHZ Rl DSSOLFDWLRQV LQFOXGLQJ DSSOLFDWLRQV IRU EDQN PHUJHUV DQG T
SURJUDPVY WR FRPEDW PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ DQG FRPSO\ ZLWK 2)$
OHJDO UHSXWDWLRQDO DQG ILQDQFLDO FRQVHTXHQFHV IRU WKH LQVWLWXWLRQ

B3ULYDOKH IHGHUDO EDQNLQJ UHJXODWRUY KDYH DGRSWHG UXOHV WKDW OLPLW WKH DELC
DERXW FRQVXPHUV WR QRQ DIILOLDWHG WKLUG SDUWLHV 7KHVH OLPLWDWLRQV UHTXLUH GLV
SUHYHQW GLVFORVXUH RI FHUWDLQ SHUVRQDO LQIRUPDWLRQ WR D QRQ DIILOLDWHG WKLUG S
VHUYLFHY FRPSDQLHY DQG FRQYH\HG WR RXWVLGH YHQGRUV ,Q DGGLWLRQ FRQVXPHUV PD\
DVVHPEOHG RU XVHG WR GHWHUPLQH HOLJLELOLW\ IRU D SURGXFW RU VHUYLFH VXFK DV WKI
&RQVXPHUV DOVR KDYH WKH RSWLRQ WR GLUHFW EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWL
WKH SXUSRVH RI PDUNHWLQJ SURGXFWYV RU VHUYLFHVY ,Q DGGLWLRQ WR DSSOLFDEOH IHGHUL

JHGHUDO +RPH3)RDEA DQMKMH )+/% VI\VWHP RI ZKLFK WKH %DQN LV D PHPEHU FRQVLVWV |
JHGHUDO +RXVLQJ )LQDQFH %RDUG RU )+)% 7KH )+/%V VHUYH DV UHVHUYH RU FUHGLW IDFLOL
SULPDULO\ IURP SURFHHGY GHULYHG IURP WKH VDOH RI FRQVROLGDWHG REOLJDWLRQV RI WKH
SROLFLHVY DQG SURFHGXUHV HVWDEOLVKHG E\ WKH )+/% DQG WKH %RDUGYV RI GLUHFWRUV RI F

$vV D VIVWHP PHPEHU DFFRUGLQJ WR FXUUHQWO\ H[LVWLQJ SROLFLHY DQG SURFHGXUHYV
FROODWHUDO 7KH %DQN LV DOVR UHTXLUHG WR RZQ D FHUWDLQ DPRXQW RI FDSLWDO VWRFN
DGYDQFHVY FRPPLWPHQWY DQG OHWWHUV RI FUHGLW DQG FROODWHUDO UHTXLUHPHQWY ZLWK
H[WHQVLRQV RI FUHGLW PDGH E\ WKH )+/% WR WKH %DQN DUH VHFXUHG E\ D SRUWLRQ RI WKH
WKH )+/% KHOG E\ WKH %DQN

(QIRUFHPHQWK3REPQW UHJXODWRU\ DJHQFLHY KDYH EURDG HQIRUFHPHQW SRZHUV LQFO
ILQHY DQG RWKHU FLYLO DQG FULPLQDO SHQDOWLHY DQG DSSRLQW D FRQVHUYDWRU RU UHFt
EUHDFKHV RI ILGXFLDU\ GXW\ RU WKH PDLQWHQDQFH RI XQVDIH DQG XQVRXQG FRQGLWLRQV
UHVSHFWLYH RIILFHUV GLUHFWRUV DQG RWKHU LQVWLWXWLRQ DIILOLDWHG SDUWLHV WR DC
UHJXODWRU\ DXWKRULWLHYV PD\ DSSRLQW WKH )',& DV FRQVHUYDWRU RU UHFHLYHU IRU D EDQ
RU PRUH RI D QXPEHU RI FLUFXPVWDQFHV H[LVW LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH ID
EHFRPLQJ DGHTXDWHO\ FDSLWDOL]HG IDLOV WR EHFRPH DGHTXDWHO\ FDSLWDOL]JHG ZKHQ UH
PDWHULDOO\ IDLOV WR LPSOHPHQW DQ DFFHSWHG FDSLWDO UHVWRUDWLRQ SODQ

(IMHFW RI *RYHUQPHQWDO ORQHWDU\ 3ROLFLHV

7KH FRPPHUFLDO EDQNLQJ EXVLQHVV LV DIITHFWHG QRW RQO\ E\ JHQHUDO HFRQRPLF FRQ
5HVHUYH 6RPH RI WKH LQVWUXPHQWY RI PRQHWDU\ SROLF\ DYDLODEOH WR WKH )HGHUDO 5H\
DYDLODELOLW\ RI ERUURZLQJY DW WKH 3GLVFRXQW ZLQGRZ " RSHQ PDUNHW RSHUDWLRQV WK
DQG FHUWDLQ ERUURZLQJV E\ EDQNVY DQG WKHLU DIILOLDWHY DQG DVVHWYV RI IRUHLJQ EUDQF
LQYHVWPHQWY DQG GHSRVLWYVY DQG WKH LQWHUHVW UDWHY FKDUJHG RQ ORDQV RU SDLG RQ
Rl WKHVH SROLFLHVY RQ RXU RSHUDWLRQV DQG DFWLYLWLHV ILQDQFLDO FRQGLWLRQ UHVXO



7DEOH RI &RQWHQWYV
,PSDFW Rl &XUUHQW /DZV DQG 5HJXODWLRQV

7KH FXPXODWLYH HIIHFW RI WKHVH ODZV DQG UHJXODWLRQV ZKLOH SURYLGLQJ FHUWDIL
LPSDFW RQ RXU SURILWDELOLW\ 7KHUH KDV DOVR EHHQ D QRWDEOH H[SDQVLRQ LQ UHFHQW \
RWKHU UXOHV DQG UHJXODWLRQV WR ZKLFK ZH DUH VXEMHFW 7KRVH SURYLGHUV EHFDXVH
FRQWLQXH WR GUDZ ODUJH DPRXQWV RI IXQGV DZD\ IURP WUDGLWLRQDO EDQNLQJ LQVWLWXMW

&\EHUVHFXULW\

‘H DUH VXEMHFW WR JXLGDQFH DQG VWDQGDUGVY DV GLUHFWHG E\ IHGHUDO ODZ DQG SI
QRQSXEOLF FRQILGHQWLDO FXVWRPHU DQG FRQVXPHU LQIRUPDWLRQ DQG SURYLGH QRWLFH
FHUWDLQ FLUFXPVWDQFHY IHGHUDO DQG VWDWH UHJXODWRUV PXVW DOVR EH QRWLILHG LQ '
JLQDQFLDO LQVWLWXWLRQV DUH H[SHFWHG WR FRPSO\ ZLWK VXFK JXLGDQFH DQG VWDQGDUG
F\EHUVHFXULW\ SURJUDPV DQG DVVRFLDWHG ULVN PDQDJHPHQW SURFHVVHYV

&\VEHUVHEFXULW\ ULVNVY DUH H[SHFWHG WR LQFUHDVH GXH WR WKH UDSLG HYROXWLRQ D(
IRU WKHLU H[HFXWLRQ ,Q WXUQ &RQJUHVV PXOWLSOH VWDWHVY DQG IHGHUDO UHJXODWRUYV
RI DGGLWLRQDO RU HQKDQFHG ODZV RU UHJXODWLRQV ZKLFK FRXOG LPSRVH LQFUHDVHG REC
FRQVXPHU LQIRUPDWLRQ VSHFLILFDOO\ ILQDQFLDO LQVWLWXWLRQV

2Q 1RYHPEHU IHGHUDO EDQNLQJ DJHQFLHV LVVXHG D MRLQW ILQDO UXOH UHTXLUL(
DV VRRQ DV SRVVLEOH DQG QR ODWHU WKDQ KRXUV DIWHU D 3FRPSXWHU VHFXULW\ LQFLG}H
WKH ILQDO UXOH $GGLWLRQDOO\ WKH UXOH UHTXLUHV EDQN VHUYLFH SURYLGHUV WR FRQW
SURYLGHU GHWHUPLQHYV LW KDV H[SHULHQFHG D FRPSXWHU VHFXULW\ LQFLGHQW WKDW KDV P
FRYHUHG VHUYLFHY SURYLGHG WR VXFK EDQNLQJ RUJDQL]DWLRQV IRU IRXU RU PRUH KRXUV

2Q ODUFK WKH 6(& LVVXHG SURSRVHG DPHQGPHQWY WKDW ZRXOG UHTXLUH UHJLV\
WUDQVIHU DJHQWYV WR DGRSW ZULWWHQ SROLFLHY DQG SURFHGXUHV IRU DQ LQFLGHQW UHYV
$GGLWLRQDOO\ WKH SURSRVHG DPHQGPHQWY ZRXOG DOVR UHTXLUH ZLWK FHUWDLQ OLPLWH
FXVWRPHU LQIRUPDWLRQ ZDV RU LV UHDVRQDEO\ OLNHO\ WR KDYH EHHQ DFFHVVHG RU XVHG
QRWLFH DV VRRQ DV SUDFWLFDEOH EXW QRW ODWHU WKDQ GD\V DIWHU WKH FRYHUHG LQV
FXVWRPHU LQIRUPDWLRQ KDV RFFXUUHG RU LV UHDVRQDEO\ OLNHO\ WR KDYH RFFXUUHG

2Q -XO0\ WKH 6(& DGRSWHG UXOHV UHTXLULQJ UHJLVWUDQWY WR GLVFORVH WKH R
PDWHULDO LQ QDWXUH $GGLWLRQDOO\ WKH UXOH UHTXLUHV WKH DQQXDO GLVFORVXUH RI PLC

2Q 2FWREHU WKH FXUUHQW 3UHVLGHQWLDO $GPLQLVWUDWLRQ LVVXHG DQ ([HFXWL
,QWHOOLJHQFH HPSKDVL]LQJ WKH QHHG IRU WUDQVSDUHQF\ DFFRXQWDELOLW\ DQG IDLUQHYV
DGGUHVV $, ULVNV E\ SURYLGLQJ HLJKW JXLGLQJ SULQFLSOHY DQG SULRULWLHY LQFOXGLQJ
VHFXUH DQG WUXVWZRUWK\ DQG WKH GHYHORSPHQW RI DQ DGYDQFHG F\EHUVHFXULW\ SURJ!

)XWXUH /HILVODWLRQ DQG 5HIXODWRU\ 5HIRUP

JURP WLPH WR WLPH YDULRXV OHJLVODWLYH DQG UHJXODWRU\ LQLWLDWLYHVY UHODWHG
UHJXODWLRQV DQG VWDWXWHY DUH UHJXODUO\ SURSRVHG WKDW FRQWDLQ ZLGH UDQJLQJ SU
LOQOVWLWXWLRQV RSHUDWLQJ LQ WKH 8QLWHG 6WDWHV ‘H FDQQRW SUHGLFW ZKHWKHU RU LQ
EXVLQHVYVY PD\ EH DIITHFWHG E\ DQ\ QHZ UHJXODWLRQ RU VWDWXWH )XWXUH OHJLVODWLRQ U
SROLFLHVY PD\ KDYH D VLJQLILFDQW LQIOXHQFH RQ RXU RSHUDWLRQV DQG DFWLYLWLHV ILQI
JURZWK DQG GLVWULEXWLRQ RI ORDQV LQYHVWPHQWY DQG GHSRVLWV 6XFK OHJLVODWLRQ
ILQDQFLDO FRQGLWLRQ UHVXOWY RI RSHUDWLRQV JURZWK SODQV DQG IXWXUH SURVSHFWYV
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,7(0 $ 5LVN )DFWRUV

,Q HYDOXDWLQJ RXU EXVLQHVV \RX VKRXOG FRQVLGHU FDUHIXOO\ WKH IDFWRUV GHVFU
DGYHUVHO\ DIIHFW RXU EXVLQHVYVY SURVSHFWV ILQDQFLDO FRQGLWLRQ UHVXOWYVY RI RSHUD
XVH RI IRUZDUG ORRNLQJ VWDWHPHQWY HOVHZKHUH LQ WKLV 5HSRUW

5LVNV 5HODWLQJ WR RXU %XVLQHVV

$vV D EXVLQHVV RSHUDWLQJ LQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ RXU EXVLQHVV DQG RSFH
FRQGLWLRQV

2XU EXVLQHVVHY DQG RSHUDWLRQV ZKLFK SULPDULO\ FRQVLVW RI OHQGLQJ PRQH\ WR F
GHSRVLWY DQG LQYHVWLQJ LQ VHFXULWLHV DUH VHQVLWLYH WR JHQHUDO EXVLQHVV DQG H
UHODWHG SROLFLHVY WKH PHGLXP DQG ORQJ WHUP ILVFDO RXWORRN RI WKH IHGHUDO JRYHUC(
8QLWHG 6WDWHV &KDQJHV LQ DQ\ RI WKH SROLFLHV DUH LQIOXHQFHG E\ PDFURHFRQRPLF FR
FRQGLWLRQV LQ IRUHLJQ FRXQWULHYV LQFOXGLQJ JOREDO SROLWLFDO KRVWLOLWLHV RU SXE
VWDELOLW\ RI JOREDO ILQDQFLDO PDUNHWYV ZKLFK FRXOG KLQGHU GRPHVWLF HFRQRPLF JURZ

$GYHUVH HFRQRPLF FRQGLWLRQV LQ WKH 8QLWHG 6WDWHYV DQG LQ IRUHLJQ FRXQWULHV
DFWV RI WHUURULVP DQ RXWEUHDN RI KRVWLOLWLHY RU RWKHU LQWHUQDWLRQDO RU GRPHYV
FROQOWURO DQG WKH JRYHUQPHQW SROLF\ UHVSRQVHV WR VXFK FRQGLWLRQV FRXOG KDYH D
SURVSHFWYV

$00 RI WKHVH IDFWRUV FRXOG EH GHWULPHQWDO WR RXU EXVLQHVV DQG WKH LQWHUS(

7KH JHRJUDSKLF FRQFHQWUDWLRQ RI RXU EXVLQHVYVY LQ WKH VWDWH RI /RXLVLDQD LQ WKH 'L
FRQVHTXHQFHV RI DQ\ UHJLRQDO RU ORFDO HFRQRPLF GRZQWXUQ DIIHFWLQJ RXU PDUNHWYV |

‘H FRQGXFW RXU RSHUDWLRQV H[FOXVLYHO\ LQ WKH VWDWH RI /RXLVLDQD LQ WKH 'DOOCL
PDMRULW\ RI WKH ORDQV LQ RXU ORDQ SRUWIROLR ZHUH PDGH WR ERUURZHUV ZKR OLYH DQG
ZHUH VHFXUHG E\ FROODWHUDO ORFDWHG LQ RXU PDUNHWYV $FFRUGLQJO\ ZH DUH H[SRVHG W
HFRQRPLF GRZQWXUQ WKDW DIIHFWV RXU PDUNHWYV RXU H[LVWLQJ RU SURVSHFWLYH ERUURZ}
VLIQLILFDQWO\ DQG PRUH DGYHUVHO\ WKDQ RXU FRPSHWLWRUV ZKRVH RSHUDWLRQV DUH OH

7KH HFRQRPLF FRQGLWLRQV LQ RXU PDUNHWY DUH KLJKO\ GHSHQGHQW RQ WKH UHDO H\
PDQXIDFWXULQJ DQG HQHUJ\ VHFWRUV $Q\ GRZQWXUQ RU DGYHUVH GHYHORSPHQW LQ WKHV
PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RS
FRXOG QHJDWLYHO\ DIIHFW WKH YROXPH Rl ORDQ RULJLQDWLRQV LQFUHDVH WKH OHYHO RI (
RI RXU ORDQV

‘H IDFH VLIJQLILFDQW FRPSHWLWLRQ WR DWWUDFW DQG UHWDLQ FXVWRPHUV ZKLFK FRXOG L

‘H RSHUDWH LQ WKH KLJKO\ FRPSHWLWLYH EDQNLQJ LQGXVWU\ DQG IDFH VLJQLILFDQW F
UHJLRQDO DQG QDWLRQZLGH LQVWLWXWLRQV LQ RULJLQDWLQJ ORDQV DWWUDFWLQJ GHSRVI
VLIJQLILFDQWO\ PRUH UHVRXUFHY JUHDWHU QDPH UHFRJQLWLRQ DQG PRUH H[WHQVLYH DQG
PDQ\ Rl WKHVH FRPSHWLWRUY FDQ EH PRUH DJJUHVVLYH WKDQ ZH FDQ RQ ORDQ DQG GHSRVL
DQG PD\ KDYH ORZHU FRVW VWUXFWXUHV :H H[SHFW FRPSHWLWLRQ WR FRQWLQXH WR LQWHC
FKDQJHV DQG WKH HPHUJHQFH RI DOWHUQDWLYH EDQNLQJ VRXUFHYV



7DEOH RI &RQWHQWYV
2XU DELOLW\ WR FRPSHWH VXFFHVVIX0OO\ ZLOO GHSHQG RQ D QXPEHU RI IDFWRUV LQFOX
» RXU DELOLW\ WR GHYHORS PDLQWDLQ DQG EXLOG ORQJ WHUP FXVWRPHU UHODWLRQ"
" RXU VFRSH UHOHYDQFH DQG SULFLQJ Rl SURGXFWV DQG VHUYLFHV RIIHUHG WR PHHYV
" WKH UDWH DW ZKLFK ZH LQWURGXFH QHZ SURGXFWV DQG VHUYLFHV UHODWLYH WR RX
» FXVWRPHU VDWLVIDFWLRQ ZLWK RXU OHYHO RI VHUYLFH
" RXU DELOLW\ WR H[SDQG RXU PDUNHW SRVLWLRQ
" LQGXVWU\ DQG JHQHUDO HFRQRPLF WUHQGV DQG
» RXU DELOLW\ WR NHHS SDFH ZLWK WHFKQRORJLFDO DGYDQFHV DQG WR LQYHVW LQ Qt
,QFUHDVHG FRPSHWLWLRQ FRXOG UHTXLUH XV WR LQFUHDVH WKH UDWHY ZH SD\ RQ GHSI
IDLOXUH WR FRPSHWH HIIHFWLYHO\ LQ RXU SULPDU\ PDUNHWYV FRXOG FDXVH XV WR ORVH PDU

UHVXOWY RI RSHUDWLRQV

2XU VXFFHVV LV ODUJHO\ GHSHQGHQW XSRQ RXU DELOLW\ WR VXFFHVVIXOO\ HIHFXWH RXU EX
DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQ

2XU VXFFHVV LQFOXGLQJ RXU DELOLW\ WR DFKLHYH RXU JURZWK DQG SURILWDELOLW\ J|
WHUP EXVLQHVV VWUDWHI\ ZKLFK UHTXLUHV WKHP WR DPRQJ RWKHU WKLQJV

* DWWUDFW DQG UHWDLQ H[SHULHQFHG DQG WDOHQWHG EDQNHUV LQ HDFK RI RXU PDUN
" PDLQWDLQ DGHTXDWH IXQGLQJ VRXUFHV LQFOXGLQJ E\ FRQWLQXLQJ WR DWWUDFW V
" LQFUHDVH RXU RSHUDWLQJ HIILFLHQF\ DQG SURILWDELOLW\

» LPSOHPHQW QHZ WHFKQRORJLHY WR HQKDQFH WKH FOLHQW H[SHULHQFH NHHS SDFH Z

" DWWUDFW DQG PDLQWDLQ FRPPHUFLDO EDQNLQJ UHODWLRQVKLSY ZLWK ZHOO TXDOLIL
PDUNHW DUHDYV

" DWWUDFW VXIILFLHQW ORDQV WKDW PHHW SUXGHQW FUHGLW VWDQGDUGY LQFOXGLQJ
FDWHJRULHV

" PDLQWDLQ DGHTXDWH OLTXLGLW\ DQG UHJXODWRU\ FDSLWDO DQG FRPSO\ ZLWK DSSOL
* REWDLQ IHGHUDO DQG VWDWH UHJXODWRU\ DSSURYDOV

* PDQDJH RXU FUHGLW LQWHUHVW UDWH DQG OLTXLGLW\ ULVN

* GHYHORS QHZ DQG JURZ RXU H[LVWLQJ VWUHDPV RI QRQLQWHUHVW LQFRPH

» RYHUVHH WKH SHUIRUPDQFH RI WKLUG SDUW\ VHUYLFH SURYLGHUV WKDW SURYLGH PI
* PDLQWDLQ H[SHQVHV LQ OLQH ZLWK WKHLU FXUUHQW SURMHFWLRQV

)DLOXUH WR DFKLHYH WKHVH VWUDWHJLF JRDOV FRXOG DGYHUVHO\ DIIHFW RXU DELOLW
EXVLQHVYV JURZWK SURVSHFWV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV )XUYV
UHVXOWY RI RSHUDWLRQV DQG IXWXUH SURVSHFWV FRXOG EH QHJDWLYHO\ DIIHFWHG DQG Z
FRQGXFW RXU RSHUDWLRQV

‘H UHO\ KHDYLO\ RQ RXU H[HFXWLYH PDQDJHPHQW WHDP DQG RWKHU NH\ HPSOR\HHV DQG DQ
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

2XU VXFFHVV GHSHQGYV LQ ODUJH SDUW RQ WKH SHUIRUPDQFH RI RXU NH\ SHUVRQQHO D
PLGGOH PDQDJHPHQW DQG RWKHU VNLOOHG HPSOR\HHV &RPSHWLWLRQ IRU HPSOR\HHV LV LQ’
DWWULEXWHY UHTXLUHG WR H[HFXWH RXU EXVLQHVY SODQ PD\ EH OHQJWK\ :H PD\ QRW EH V
RU PRUH RI RXU NH\ SHUVRQQHO FRXOG KDYH DQ DGYHUVH HIITHFW RQ RXU EXVLQHVV EHFDXVI
WKH GLIILFXOW\ RI SURPSWO\ ILQGLQJ TXDOLILHG UHSODFHPHQW SHUVRQQHO ,I WKH VHUYLF
DEOH WR LGHQWLI\ DQG KLUH TXDOLILHG SHUVRQVY RQ WHUPV DFFHSWDEOH WR XV RU DW DO
RSHUDWLRQV
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2XU DELOLW\ WR DWWUDFW DQG UHWDLQ SURILWDEOH EDQNHUV LV FULWLFDO WR WKH VXFFH
RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU DELOLW\ WR UHWDLQ DQG JURZ RXU ORDQV GHSRVLWYV DQG IHH LQFRPH GHSHQGV X
VNLOOV RI RXU EDQNHUV ,I ZH ZHUH WR ORVH WKH VHUYLFHV RI DQ\ RI RXU EDQNHUV LQFOX(
FRPSHWLWRU RU RWKHUZLVH ZH PD\ QRW EH DEOH WR UHWDLQ YDOXDEOH UHODWLRQVKLSV I
VHUYLFHV

2XU JURZWK VWUDWHJI\ DOVR UHOLHV RQ RXU DELOLW\ WR DWWUDFW DQG UHWDLQ DGGLW
RXU GHVLUHG FDOLEHU LQFOXGLQJ DV D UHVXOW RI FRPSHWLWLRQ IURP RWKHU ILQDQFLDO L(
ILQDQFLDO UHVRXUFHVY DQG PD\ EH DEOH WR RIIHU PRUH DWWUDFWLYH FRPSHQVDWLRQ SDFN
DQG H[SHQG VLIJQLILFDQW WLPH DQG UHVRXUFHV RQ WUDLQLQJ LQWHJUDWLRQ DQG EXVLQHWV'
HITHFWLYH I ZH DUH XQDEOH WR DWWUDFW DQG UHWDLQ SURILWDEOH EDQNHUV RU LI RXU ELC
PD\ EH XQDEOH WR H[HFXWH RXU EXVLQHVV VWUDWHI\ ZKLFK FRXOG KDYH DQ DGYHUVH HIIH

:H PD\ QRW EH DEOH WR DGHTXDWHO\ PHDVXUH DQG OLPLW RXU FUHGLW ULVN ZKLFK FRXOG

2XU EXVLQHVV GHSHQGVY RQ RXU DELOLW\ WR VXFFHVVIXOO\ PHDVXUH DQG PDQDJH FUHG
D ORDQ ZLOO QRW EH UHSDLG WLPHO\ RU DW DOO RU WKDW WKH YDOXH RI DQ\ FROODWHUDO V
H[SRVHG WR ULVNV ZLWK UHVSHFW WR WKH SHULRG Rl WLPH RYHU ZKLFK WKH ORDQ PD\ EH UH
DQG LQGXVWU\ FRQGLWLRQV DQG ULVNV LOQKHUHQW LQ GHDOLQJ ZLWK LQGLYLGXDO ORDQV D
ORFDO PDUNHW FRQGLWLRQV DQG JHQHUDO HFRQRPLF FRQGLWLRQV ,I WKH RYHUDOO HFRQRPI
PDWHULDO GLVUXSWLRQ RXU ERUURZHUV PD\ H[SHULHQFH GLIILFXOWLHV LQ UHSD\LQJ WKHLU
QRQSHUIRUPLQJ ORDQV FKDUJH RIIV DQG GHOLQTXHQFLHV FRXOG ULVH DQG UHTXLUH VLJIQLI
TXDOLW\ Rl FRPPHUFLDO ORDQV LQFOXGH WKH TXDOLW\ RI WKH PDQDJHPHQW RI WKH EXVLQH
GHPDQG FKDUDFWHULVWLFV DIIHFWLQJ RXU PDUNHW IRU SURGXFWVY DQG VHUYLFHV DQG WR
FRPPHUFLDO UHDO HVWDWH ORDQV LQFOXGH WHQDQW YDFDQF\ UDWHV DQG WKH TXDOLW\ RI |

2XU ULVN PDQDJHPHQW SUDFWLFHV VXFK DV PRQLWRULQJ WKH FRQFHQWUDWLRQ RI RXU
SUDFWLFHVY PD\ QRW DGHTXDWHO\ UHGXFH FUHGLW ULVN DQG RXU FUHGLW DGPLQLVWUDWLF
DQ\ RWKHU FRQGLWLRQV DIIHFWLQJ FXVWRPHUYV DQG WKH TXDOLW\ RI WKH ORDQ SRUWIROLR
DEOH WR ZLWKVWDQG FRPSHWLWLYH HFRQRPLF DQG ILQDQFLDO SUHVVXUHV WKDQ ODUJHU ER
SRUWIROLR PD\ UHVXOW LQ ORDQ GHIDXOWY IRUHFORVXUHY DQG DGGLWLRQDO FKDUJH RIIV
ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU QHW LQFRPH $V D UHVXOW RXU LQDELOLW\ WR VXFFHYV
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR H[SRVHV XV WR ULVNV WKDW PD\ EH JUHD)

2XU ORDQ SRUWIROLR LQFOXGHV RZQHU RFFXSLHG DQG QRQ RZQHU RFFXSLHG FRPPHUFL
DUH VHFXUHG E\ FRPPHUFLDO SURSHUWLHY DV ZHOO DV UHDO HVWDWH DFTXLVLWLRQ FRQVWIL

RI RXU ORDQ SRUWIROLR LV VHFXUHG E\ FRPPHUFLDO DQG FRQVWUXFWLRQ UHDO HVWDW!
H[SHFWHG WR EH JHQHUDWHG E\ WKH SURSHUW\ VHFXULQJ WKH ORDQ LQ DPRXQWYV VXIILFLH
FKDQJHV LQ WKH HFRQRP\ RU ORFDO PDUNHW FRQGLWLRQV 7KHVH ORDQV H[SRVH XV WR JUH
VHFEXULQJ WKHVH ORDQV W\SLFDOO\ FDQQRW EH OLTXLGDWHG DV HDVLO\ DV UHVLGHQWLDO U
RZQHU RFFXSLHG FRPPHUFLDO UHDO HVWDWH ORDQV JHQHUDOO\ LQYROYH UHODWLYHO\ ODUJ
QRQ RZQHU RFFXSLHG FRPPHUFLDO UHDO HVWDWH ORDQV PD\ EH ODUJHU RQ D SHU ORDQ EDV
GHWHULRUDWLRQ LQ WKH FUHGLW TXDOLW\ RI RXU FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIRC(
SURILWDELOLW\ DQG FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UH\V
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%HFDXVH D VLIJQLILFDQW SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI UHDO HVWDW!
FRXOG LPSDLU WKH YDOXH RI FROODWHUDO VHFXULQJ RXU UHDO HVWDWH ORDQV DQG UHVXO

7KH PDUNHW YDOXH RI UHDO HVWDWH FDQ IOXFWXDWH VLIQLILFDQWO\ LQ D VKRUW SHULRC(
ORDQV ZHUH FRPSULVHG RI ORDQV ZLWK UHDO HVWDWH DV D SULPDU\ RU VHFRQGDU\ FRPSRQ
HVWDWH LQ RQH RU PRUH RI RXU PDUNHWYV FRXOG LQFUHDVH WKH FUHGLW ULVN DVVRFLDWHC(C
ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV 1HJDWLYH FKDQJHV LQ WKH HFRQRP\
WKH YDOXH RI SURSHUW\ SOHGJHG DV FROODWHUDO RQ ORDQV DQG DIIHFW RXU DELOLW\ WR
EH VROG IRU OHVV WKDQ WKH RXWVWDQGLQJ EDODQFH RI WKH ORDQ ZKLFK FRXOG UHVXOW
EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV ,Il UHDO HVWDWH YDOXHV (
ORVVHV ZKLFK FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ

‘H HQJDJH LQ OHQGLQJ VHFXUHG E\ UHDO HVWDWH DQG PD\ EH IRUFHG WR IRUHFORVH RQ WK
SRWHQWLDO ULVNVY DVVRFLDWHG ZLWK WKH RZQHUVKLS RI WKH UHDO SURSHUW\

6LQFH ZH RULJLQDWH ORDQV VHFXUHG E\ UHDO HVWDWH ZH PD\ KDYH WR IRUHFORVH RQ
RSHUDWH VXFK SURSHUW\ LQ ZKLFK FDVH ZH ZRXOG EH H[SRVHG WR WKH ULVNV LQKHUHQW L«
PLOOLRQ LQ RWKHU UHDO HVWDWH RZQHG 325(2° RI ZKLFK LV UHODWHG WR IRUPHU EDQN
GHSHQGHQW XSRQ IDFWRUV RXWVLGH RI RXU FRQWURO LQFOXGLQJ EXW QRW OLPLWHG WR J
UDWHYV UHDO HVWDWH WD[ UDWHV RSHUDWLQJ H[SHQVHV RI WKH PRUWJDJHG SURSHUWLHYV
JRYHUQPHQWDO DQG UHJXODWRU\ UXOHV DQG QDWXUDO GLVDVWHUV 2XU LQDELOLW\ WR PD:
ZULWH GRZQV LQ WKH YDOXH RI 25(2 FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV IL¢

$ ODUJH SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI FRPPHUFLDO ORDQV VHFXUHG I
GHWHULRUDWLRQ LQ YDOXH RI ZKLFK FRXOG H[SRVH XV WR FUHGLW ORVVHV DQG FRXOG DGY

$V Rl '"HFHPEHU DSSUR[LPDWHO\ ELOOLRQ RU RI RXU WRWDO ORDQV ZHUH F
E\ JHQHUDO EXVLQHVYVY DVVHWYV LQFOXGLQJ DPRQJ RWKHU WKLQJV DFFRXQWV UHFHLYDEOH
RU SULQFLSDO 7KHVH FRPPHUFLDO ORDQV DUH W\SLFDOO\ ODUJHU LQ DPRXQW WKDQ ORDQV '
$GGLWLRQDOO\ WKH UHSD\PHQW RI FRPPHUFLDO ORDQV LV VXEMHFW WR WKH RQJRLQJ EXVLC
PRYDEOH SURSHUW\ VXFK DV HTXLSPHQW DQG LQYHQWRU\ ZKLFK PD\ GHFOLQH LQ YDOXH PRL
SRUWLRQ RI RXU FXVWRPHU EDVH LQFOXGLQJ FXVWRPHUV LQ WKH HQHUJ\ DQG UHDO HVWDW
FRPPRGLW\ SULFHV RU PDUNHW IOXFWXDWLRQV VXFK DV HQHUJ\ SULFHV $FFRUGLQJO\ QHJID
YDOXH RI WKH FROODWHUDO VHFXULQJ WKHVH ORDQV 6LJQLILFDQW DGYHUVH FKDQJHV LQ WK
FRXOG FDXVH UDSLG GHFOLQHV LQ ORDQ FROOHFWDELOLW\ DQG WKH YDOXHV DVVRFLDWHG Zz
FUHGLW ORVVHV DQG FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG

2XU SRUWIROLR FRQWDLQV D QXPEHU RI ODUJH ORDQV WR FHUWDLQ ERUURZHUV DQG GHWHL
DGYHUVH LPSDFW RQ RXU DVVHW TXDOLW\

2XU JURZWK RYHU WKH SDVW VHYHUDO \HDUV KDV EHHQ SDUWLDOO\ DWWULEXWDEOH WR
'"HFHPEHU RXU DYHUDJH ORDQ VL]H LQFOXGLQJ XQIXQGHG FRPPLWPHQWYV ZDV DSSURJ[LPL
UHODWLRQVKLSY UDQJHG IURP DSSUR[LPDWHO\ PLOOLRQ WR PLOOLRQ LQFOXGLQJ XQIX!
DQG PLOOLRQ LQ SULQFLSDO EDODQFH UHVSHFWLYHO\ $ORQJ ZLWK RWKHU ULVNV LQKHU
VHEXULQJ WKHVH ORDQV WKH KLJKHU DYHUDJH VL]H RI RXU ORDQV SUHVHQWY D ULVN WR RX
ODUJHVW ERUURZHUVY EHFRPH XQDEOH WR UHSD\ WKHLU ORDQ REOLJDWLRQV DV D UHVXOW RI
RXU SURYLVLRQ IRU FUHGLW ORVVHV FRXOG LQFUHDVH VLJQLILFDQWO\ ZKLFK FRXOG KDYH C
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2XU DOORZDQFH IRU FUHGLW ORVVHV PD\ SURYH WR EH LQVXIILFLHQW WR DEVRUE ORVVHV LC
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYVY RI RSHUDWLRQV

‘H PDLQWDLQ DQ DOORZDQFH IRU FUHGLW ORVVHV WKDW UHSUHVHQWY PDQDJHPHQWITV M
XQIXQGHG FRPPLWPHQWYV $V RI '"HFHPEHU RXU DOORZDQFH IRU FUHGLW ORVVHV WRWDOI
LQYHVWPHQW 7KH OHYHO RI WKH DOORZDQFH UHIOHFWY PDQDJHPHQWfV FRQWLQXLQJ HYDOX
KLVWRULF ORVV H[SHULHQFH LGHQWLILHG FUHGLW SUREOHPV GHOLQTXHQF\ OHYHOV DQG DG
PDQDJHPHQW SUDFWLFHV ZKLFK PD\ FKDQJH LQ WKH IXWXUH $GGLWLRQDOO\ WKH DOORZDQI
Rl WKH DSSURSULDWH OHYHO RI WKH DOORZDQFH IRU FUHGLW ORVVHV LV LQKHUHQWO\ KLJKC
FXUUHQW FUHGLW ULVNV DQG IXWXUH WUHQGY DOO RI ZKLFK PD\ XQGHUJR PDWHULDO FKDQJ
ERUURZHUV QHZ LQIRUPDWLRQ UHJDUGLQJ H[LVWLQJ ORDQV LGHQWLILFDWLRQ RU GHWHULRL
ZLWKLQ DQG RXWVLGH RI RXU FRQWURO PD\ UHTXLUH XV WR LQFUHDVH RXU DOORZDQFH IRU F
UHYLHZ RXU PHWKRGRORJ\ IRU FDOFXODWLQJ DQG WKH DGHTXDF\ RI RXU DOORZDQFH IRU FL
MXGIJPHQWY DERXW LQIRUPDWLRQ DYDLODEOH WR WKHP DW WKH WLPH RI WKHLU H[DPLQDWLRC
DOORZDQFH IRU FUHGLW ORVVHV ZH PD\ QHHG DGGLWLRQDO SURYLVLRQV IRU FUHGLW ORVVH
DOORZDQFH IRU FUHGLW ORVVHV LV GHSHQGHQW RQ WKH DGRSWLRQ DQG LQWHUSUHWDWLRQ
LVVXHG D QHZ FUHGLW LPSDLUPHQW PRGHO WKH &XUUHQW ([SHFWHG &UHGLW /RVV 3&(&/°" PRG
LOVWLWXWLRQV WR HVWLPDWH DQG GHYHORS D SURYLVLRQ IRU FUHGLW ORVVHYV DW RULJLQTL
WKH EDODQFH VKHHW GDWH 8SRQ DGRSWLRQ RI WKH JXLGDQFH RQ -DQXDU\ ZH UHFRJQ
GHIHUUHG WD[ DVVHW DGMXVWPHQW DW RXU DGMXVWHG WD[ UDWH 8QGHU WKH &(&/ PRGHO F
RU DFTXLVLWLRQ RI WKH ORDQ ZLWK FKDQJHV LQ H[SHFWHG FUHGLW ORVVHYV GXH WR IXUWKF
FKDQJHV ORUHRYHU WKH &(&/ PRGHO LV KHDYLO\ GHSHQGHQW RQ PDFURHFRQRPLF IRUHFDVW
OHYHO RI DOORZDQFH IRU FUHGLW ORVVHV ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV |

7KH VPDOO WR PLGVL]HG EXVLQHVVHVY WKDW ZH OHQG WR PD\ KDYH IHZHU UHVRXU FW \D RO Z MW/
UHSD\ D ORDQ DQG VXFK LPSDLUPHQW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EX

‘H IRFXV RXU EXVLQHVYVY GHYHORSPHQW DQG PDUNHWLQJ VWUDWHJ\ SULPDULO\ RQ VPDOC
FRPSHWLWLRQ PD\ EH PRUH YXOQHUDEOH WR HFRQRPLF GRZQWXUQV RIWHQ QHHG VXEVWDQV
RSHUDWLQJ UHVXOWY DQ\ RI ZKLFK PD\ LPSDLU D ERUURZHUfYV DELOLW\ WR UHSD\ D ORDQ ,C
PDQDJHPHQW VNLOOV WDOHQWY DQG HIIRUWYV RI RQH RU WZR SHRSOH RU D VPDOO JURXS RI
DQ DGYHUVH LPSDFW RQ WKH EXVLQHVY DQG LWV DELOLW\ WR UHSD\ LWV ORDQ ,l JHQHUDO F
PLGVL]HG EXVLQHVVHY DUH DGYHUVHO\ DITHFWHG RU RXU ERUURZHUV DUH RWKHUZLVH KDUP!
RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

7KH ERUURZLQJ QHHGV RI RXU FXVWRPHUV PD\ LQFUHDVH HVSHFLDOO\ GXULQJ D FKDOOHQJL
RXU FRQWUDFWXDO REOLJDWLRQV WR H[WHQG FUHGLW

$ FRPPLWPHQW WR H[WHQG FUHGLW LV D IRUPDO DJUHHPHQW WR OHQG IXQGV WR D FXVV
DJUHHPHQW 7KH DFWXDO ERUURZLQJ QHHGV RI RXU FXVWRPHUV XQGHU WKHVH FUHGLW FRPP
$ VLIQLILFDQW SRUWLRQ RI WKHVH FRPPLWPHQWY H[SLUH ZLWKRXW EHLQJ GUDZQ XSRQ %HFI
WRWDO XQIXQGHG FUHGLW FRPPLWPHQWY ZKLFK LV QRW UHIOHFWHG RQ RXU EDODQFH VKHHW
FXVWRPHUV $FWXDO ERUURZLQJ QHHGV RI RXU FXVWRPHUV PD\ H[FHHG RXU H[SHFWDWLRQV
FRPSDQLHVY PD\ EH PRUH GHSHQGHQW RQ RXU FUHGLW FRPPLWPHQWY GXH WR WKH ODFN RI DY
ILQDQFLQJV IURP YHQWXUH ILUPV 7KLV FRXOG DGYHUVHO\ DITHFW RXU OLTXLGLW\ ZKLFK FRX
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG U
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2XU DELOLW\ WR PDLQWDLQ RXU UHSXWDWLRQ LV FULWLFDO WR WKH VXFFHVV RI RXU EXVLQH

2XU EXVLQHVVY SODQ HPSKDVL]HV UHODWLRQVKLS EDQNLQJ :H KDYH EHQHILWHG IURP VYV
RQH RI WKH PRVW YDOXDEOH FRPSRQHQWYV RI RXU EXVLQHVV 2XU JURZWK RYHU WKH SDVW V
LQVWLWXWLRQV DQG LQFUHDVLQJ RXU PDUNHW VKDUH SULPDULO\ E\ WKH LQYROYHPHQW LQ R
EDQNLQJ VHUYLFHV LQ RXU SULPDU\ PDUNHWYV $V VXFK ZH VWULYH WR HQKDQFH RXU UHSXW
DQ LQWHJUDO SDUW RI WKH FRPPXQLWLHYV ZH VHUYH DQG GHOLYHULQJ VXSHULRU VHUYLFH W
RWKHUZLVH RXU H[LVWLQJ UHODWLRQVKLSY PD\ EH GDPDJHG :H FRXOG ORVH VRPH RI RXU H|
HDFK RWKHU DQG ZH PD\ QRW EH VXFFHVVIXO LQ DWWUDFWLQJ QHZ FXVWRPHUV $Q\ RI WKH
DQG UHVXOWY RI RSHUDWLRQV

2XU EXVLQHVY KDV JURZQ UDSLGO\ DQG ZzH PD\ QRW EH DEOH WR PDLQWDLQ RXU KLVWRULFD
LPSOHPHQW RXU EXVLQHVV VWUDWHJ\

2XU EXVLQHVV KDV JURZQ UDSLGO\ )LQDQFLDO LQVWLWXWLRQV WKDW JURZ UDSLGO\ FDC
SULPDU\ VWUDWHJI\ IRFXVHV RQ RUJDQLF JURZWK VXSSOHPHQWHG E\ DFTXLVLWLRQV RI EDQD
RXU JURZWK VWUDWHJ\ WR VXVWDLQ RXU KLVWRULFDO UDWH RI JURZWK RU ZH PD\ EH XQDEOF}
GHSRVLWY ZLWKLQ DFFHSWDEOH ULVN DQG H[SHQVH WROHUDQFHY REWDLQ WKH SHUVRQQHO
FDQGLGDWHVY 9DULRXV IDFWRUV VXFK DV HFRQRPLF FRQGLWLRQV DQG FRPSHWLWLRQ PD\ L
FRQVXPPDWLRQ RI DFTXLVLWLRQV )XUWKHU ZH PD\ EH XQDEOH WR DWWUDFW DQG UHWDLQ H
VWUDWHJ\ DOVR GHSHQGY RQ RXU DELOLW\ WR HIIHFWLYHO\ PDQDJH JURZWK ZKLFK LV GHSH
RSHUDWLRQDO WHFKQRORJ\ DQG JRYHUQDQFH LQIUDVWUXFWXUH WR DFFRPPRGDWH H[SDQGH
LPSOHPHQW RQH RU PRUH DVSHFWV Rl RXU VWUDWHJ\ ZH PD\ EH XQDEOH WR PDLQWDLQ KLVW
FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQYV

‘H PD\ QRW EH DEOH WR PDQDJH WKH ULVNV DVVRFLDWHG ZLWK RXU DQWLFLSDWHG JURZWK |

2XU EXVLQHVV VWUDWHJI\ LQFOXGHY HYDOXDWLQJ VWUDWHJILF RSSRUWXQLWLHV WR JUF
EHHQ PHDQLQJIXO WR RXU JURZWK VLQFH LQFHSWLRQ 'H QRYR EUDQFKLQJ FDUULHV ZLWK LW
RSHUDWLQJ ORVVHV DQ LQDELOLW\ WR JDLQ UHJXODWRU\ DSSURYDO DQ LQDELOLW\ WR VHF
VXFFHVVIXOO\ LQWHJUDWH DQG SURPRWH RXU FRUSRUDWH FXOWXUH SRRU PDUNHW UHFHSW
SUHH[LVWLQJ UHSXWDWLRQ FKDOOHQJHV SRVHG E\ ORFDO HFRQRPLF FRQGLWLRQV FKDOOH
VWUDLQ RQ PDQDJHPHQW UHVRXUFHYV DQG LQWHUQDO VI\VWHPV DQG FRQWUROV )DLOXUH WR
EUDQFKLQJ FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQ¢

‘H PD\ SXUVXH DFTXLVLWLRQV LQ WKH IXWXUH ZKLFK FRXOG H[SRVH XV WR ILQDQFLDO H[HF>
ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQG JURZWK SURVSHFWYV

$OWKRXJIK ZH JHQHUDOO\ SODQ WR FRQWLQXH WR JURZ RXU EXVLQHVV RUJDQLFDOO\ ZH
FRPSOHPHQW RXU DFWLYLWLHY DQG KDYH WKH DELOLW\ WR HQKDQFH RXU SURILWDELOLW\ 2X
LQFOXGLQJ WKRVH DVVRFLDWHG ZLWK
" WKH LGHQWLILFDWLRQ RI VXLWDEOH FDQGLGDWHY IRU DFTXLVLWLRQ
" WKH GLYHUVLRQ RI PDQDJHPHQW DWWHQWLRQ IURP WKH RSHUDWLRQ RI RXU H[LVW
" WKH DELOLW\ WR DWWUDFW IXQGLQJ WR VXSSRUW DGGLWLRQDO JURZWK ZLWKLQ DI

" WKH XVH RI LODFFXUDWH HVWLPDWHY DQG MXGJPHQWYVY WR HYDOXDWH FUHGLW RSt
DVVHWYV

" WKH DELOLW\ WR PDLQWDLQ DVVHW TXDOLW\

" WKH DGHTXDF\ RI GXH GLOLJHQFH DQG WKH SRWHQWLDO H[SRVXUH WR XQNQRZQ RL
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" WKH UHWHQWLRQ RI FXVWRPHUY DQG NH\ SHUVRQQHO LQFOXGLQJ EDQNHUV
" WKH WLPLQJ DQG XQFHUWDLQW\ DVVRFLDWHG ZLWK REWDLQLQJ QHFHVVDU\ UHJXO
" WKH LQFXUUHQFH RI DQ LPSDLUPHQW Rl JRRGZLOO DVVRFLDWHG ZLWK DQ DFTXLVL\
" WKH DELOLW\ WR VXFFHVVIXOO\ LQWHJUDWH DFTXLUHG EXVLQHVVHV DQG
" WKH PDLQWHQDQFH RI DGHTXDWH UHJXODWRU\ FDSLWDO

7KH PDUNHW IRU DFTXLVLWLRQ WDUJHWYV LV KLIJKO\ FRPSHWLWLYH ZKLFK PD\ DGYHUVHC
DW DFFHSWDEOH SULFHV :H IDFH VLJQLILFDQW FRPSHWLWLRQ LQ SXUVXLQJ DFTXLVLWLRQ WI
KXPDQ WHFKQLFDO DQG RWKHU UHVRXUFHV WKDQ ZH GR 2XU DELOLW\ WR FRPSHWH LQ DFTX
DFTXLVLWLRQV LQFOXGLQJ WKH DPRXQW RI FDVK DQG FDVK HTXLYDOHQWY ZH KDYH DQG WK}
GULYH XS WKH DFTXLVLWLRQ FRQVLGHUDWLRQ WKDW ZH ZLOO EH UHTXLUHG WR SD\ LQ RUGH!L
XQDEOH WR ILQG VXLWDEOH DFTXLVLWLRQ WDUJHWYV DQ LPSRUWDQW FRPSRQHQW RI RXU JUF

$FTXLVLWLRQV RI ILQDQFLDO LQVWLWXWLRQV DOVR LQYROYH RSHUDWLRQDO ULVNV DQG
UHFRXUVH H[SRVXUH WR XQH[SHFWHG SUREOHPV VXFK DV DVVHW TXDOLW\ WKH UHWHQWLR(
EXVLQHVVY :H PD\ QRW EH DEOH WR FRPSOHWH IXWXUH DFTXLVLWLRQV RU LI FRPSOHWHG ZH
PDQDJHPHQW SURGXFWV DQG VHUYLFHV RI WKH HQWLWLHV WKDW ZH DFTXLUH RU WR UHDOL]
VLIQLILFDQW WLPH DQG DWWHQWLRQ IURP RXU PDQDJHPHQW WKDW ZRXOG RWKHUZLVH EH GL
VXFFHVVIXOO\ LQWHJUDWH WKH HQWLWLHY ZH DFTXLUH LQWR RXU H[LVWLQJ RSHUDWLRQV LQ
HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV )XUWKHU
WKHUHIRUH VRPH GLOXWLRQ RI RXU WDQJLEOH ERRN YDOXH DQG QHW LQFRPH SHU FRPPRQ V
DQ\ JRRGZLOO WKDW ZH FXUUHQWO\ PDLQWDLQ RU PD\ DFTXLUH PD\ EH VXEMHFW WR LPSDLUP}

,QWHUHVW UDWH VKLIWYV FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FR(

7KH PDMRULW\ RI RXU EDQNLQJ DVVHWYVY DUH PRQHWDU\ LQ QDWXUH DQG VXEMHFW WR UL
FDVK IORZVY GHSHQG WR D JUHDW H[WHQW XSRQ WKH OHYHO RI RXU QHW LQWHUHVW LQFRPH
LQWHUHVW HDUQLQJ DVVHWV DQG WKH LOQWHUHVW ZH SD\ RQ LQWHUHVW EHDULQJ OLDELOL\
QHW LOWHUHVW LQFRPH EHFDXVH GLIITHUHQW W\SHV RI DVVHWY DQG OLDELOLWLHYV PD\ UHDF
OLDELOLWLHY PDWXUH RU UHSULFH PRUH TXLFNO\ RU WR D JUHDWHU GHJUHH WKDQ LQWHUHYV
6LPLODUO\ ZKHQ LQWHUHVW HDUQLQJ DVVHWYV PDWXUH RU UHSULFH PRUH TXLFNO\ RU WR D J
LQFRPH $V RI '"HFHPEHU RI RXU HDUQLQJ DVVHWYV DQG RI RXU LOQOWHUHVW EHDUL(
LQWHUHVW VHQVLWLYLW\ ZDV FORVH WR QHXWUDO EXW VOLJKWO\ DVVHW VHQVLWLYH 6KRX(
PLOQRU LQFUHDVH LI UDWHV ULVH DQG D PLQRU GHFUHDVH LI UDWHV GHFOLQH +RZHYHU LW L’
LV QR JXDUDQWHH WKDW DFWXDO UHVXOWY ZLOO PDWFK PRGHOHG UHVXOWYV

,QWHUHVW UDWHV LQFUHDVHG UDSLGO\ GXULQJ DQG WR OHYHOV WKDW ZH KDYH Q
UHPDLQ DW FXUUHQW OHYHOV IRU VRPH WLPH 7KLV QHZ LQWHUHVW UDWH HQYLURQPHQW FRX
LQFUHDVHG GHOLQTXHQFLHY DQG LQFUHDVHG ORDQ SD\GRZQV DQG SD\RIIV &RQYHUVHO\ D !
WKLQJV LQFUHDVHG SUHSD\PHQWY RQ RXU ORDQ SRUWIROLR DQG LQFUHDVHG FRPSHWLWLRQ
\LHOG RQ LQWHUHVW HDUQLQJ DVVHWY ORDQ RULJLQDWLRQ YROXPH ORDQ SRUWIROLR DQG
DQG PLWLJDWH H[SRVXUH WR WKH ULVNV UHODWHG WR FKDQJHY LQ PDUNHW LQWHUHVW UDWI
PRQHWDU\ SROLFLHVY LQIODWLRQ GHIODWLRQ UHFHVVLRQ FKDQJHV LQ XQHPSOR\PHQW WKH
PDUNHWYV
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7KH PDUNHWYV LQ ZKLFK ZH RSHUDWH DUH VXVFHSWLEOH WR KXUULFDQHY DQG RWKHU QDWXU
RSHUDWLRQV DQG LQFUHDVHYV LQ FUHGLW ORVVHYV

$ VLIQLILFDQW SRUWLRQ RI RXU EXVLQHVV LV JHQHUDWHG IURP PDUNHWV WKDW KDYH E
WRUQDGRHVY DQG RWKHU QDWXUDO GLVDVWHUY DQG DGYHUVH ZHDWKHU 1DWXUDO GLVDVWH
ORFDO HFRQRPLHV LQ ZKLFK ZH RSHUDWH ,I| WKH HFRQRPLHV LQ RXU SULPDU\ PDUNHWYV H[SHL
GLVDVWHU GHPDQG IRU ORDQV DQG RXU RWKHU SURGXFWYVY DQG VHUYLFHV FRXOG EH UHGXF
SRUWIROLRYV PD\ LQFUHDVH VXEVWDQWLDOO\ DV XQLQVXUHG SURSHUW\ ORVVHV RU VXVWDLQ
ORDQV ORUHRYHU WKH YDOXH RI UHDO HVWDWH RU RWKHU FROODWHUDO WKDW VHFXUHV WK
UHVXOW LQ GHFUHDVHG UHYHQXH DQG FUHGLW ORVVHV WKDW FRXOG KDYH DQ DGYHUVH HIIH

‘H HDUQ LQFRPH E\ RULJLQDWLQJ UHVLGHQWLDO PRUWJDJH ORDQV IRU UHVDOH LQ WKH VHFF
LQFRPH

+LVWRULFDOO\ ZH KDYH HDUQHG LQFRPH E\ RULJLQDWLQJ PRUWJDJH ORDQV IRU VDOH L(
DFWLYLWLHYVY KDV EHHQ WR HQWHU LQWR IRUPDO FRPPLWPHQWY DQG LQIRUPDO DJUHHPHQWYV .
RULJLQDWH VLQJOH IDPLO\ PRUWJDJHV WKDW DUH SULFHG DQG XQGHUZULWWHQ WR FRQIRUP
DIWHU IXQGLQJ +RZHYHU LQ WKH UHFHQW SDVW GLVUXSWLRQV LQ WKH VHFRQGDU\ PDUNHW
ORDQV RWKHU WKDQ FRQIRUPLQJ )DQQLH ODH DQG )HGHUDO +RPH /RDQ ORUWJDJH &RUSRUDW
PDUNHW IRU UHVLGHQWLDO PRUWJDJH ORDQV PD\ UHDSSHDU

,Q DGGLWLRQ EHFDXVH JRYHUQPHQW VSRQVRUHG HOQWLWLHY OLNH )DQQLH ODH DQG )UF
JRYHUQHG E\ IHGHUDO ODZ DQ\ IXWXUH FKDQJHV LQ ODZV WKDW VLJQLILFDQWO\ DIIHFW WKH
)bQQLH ODH DQG )UHGGLH ODF ZHUH SODFHG LQWR FRQVHUYDWRUVKLS E\ WKH IHGHUDO J
UHIRUP )DQQLH ODH DQG )UHGGLH ODF EXW WKH UHVXOWYV RI DQ\ VXFK UHIRUP DQG WKHLU LP

7KHVH GLVUXSWLRQV PD\ QRW RQO\ DIIHFW XV EXW DOVR WKH DELOLW\ DQG GHVLUH RI
RULJLQDWH $V D UHVXOW ZH PD\ QRW EH DEOH WR PDLQWDLQ RU JURZ WKH LQFRPH ZH UHFHL
RSHUDWLQJ LQFRPH $GGLWLRQDOO\ ZH PD\ EH UHTXLUHG WR KROG PRUWJDJH ORDQV WKDW
UHVLGHQWLDO UHDO HVWDWH WKDW VHUYHV DV FROODWHUDO IRU WKH PRUWJDJH ORDQ

1HZ OLQHV RI EXVLQHVYVY SURGXFWV SURGXFW HQKDQFHPHQWY RU VHUYLFHV PD\ VXEMHFW X

JURP WLPH WR WLPH ZH LPSOHPHQW QHZ OLQHV RI EXVLQHVV RU RIIHU QHZ SURGXFWV C
EXVLQHVY DQG ZH ZLOO FRQWLQXH WR GR VR LQ WKH IXWXUH 7KHUH DUH VXEVWDQWLDO UL\
PDUNHWY DUH QRW IXOO\ GHYHORSHG ,Q LPSOHPHQWLQJ GHYHORSLQJ RU PDUNHWLQJ QHZ O
WLPH DQG UHVRXUFHY DOWKRXJK ZH PD\ QRW DVVLJQ WKH DSSURSULDWH OHYHO RI UHVRXU
HQKDQFHPHQWY RU VHUYLFHV VXFFHVVIXO RU WR UHDOL]JH WKHLU H[SHFWHG EHQHILWV )XUW
SURGXFWV SURGXFW HQKDQFHPHQWY RU VHUYLFHVY PD\ QRW EH DFKLHYHG DQG SULFH DQG ¢
UHJXODWLRQV FRPSHWLWLYH DOWHUQDWLYHY DQG VKLIWLQJ PDUNHW SUHIHUHQFHV PD\ DOV
SURGXFWY SURGXFW HQKDQFHPHQWY RU VHUYLFHV )XUWKHUPRUH DQ\ QHZ OLQH RI EXVLQt
HITHFWLYHQHVV RI RXU VA\VWHP RI LOWHUQDO FRQWUROV )DLOXUH WR VXFFHVVIXOO\ PDQDJH
RI QHZ SURGXFWV SURGXFW HQKDQFHPHQWY RU VHUYLFHV FRXOG KDYH DQ DGYHUVH LPSDF'

$ ODFN RI OLTXLGLW\ FRXOG LPSDLU RXU DELOLW\ WR IXQG RSHUDWLRQV ZKLFK FRXOG KDYH

/ILTXLGLW\ LV HVVHQWLDO WR RXU EXVLQHVV DQG ZH PRQLWRU RXU OLTXLGLW\ DQG PDQ
WR JHQHUDWH GHSRVLWY DQG HIIHFWLYHO\ PDQDJH WKH UHSD\PHQW DQG PDWXULW\ VFKHGX
DGHTXDWH OLTXLGLW\ WR IXQG RXU RSHUDWLRQV $Q LQDELOLW\ WR UDLVH IXQGV WKURXJK
VRXUFHV FRXOG KDYH D VXEVWDQWLDO QHJDWLYH HIITHFW RQ RXU OLTXLGLW\ 2XU PRVW LPS
SHUFHLYH DOWHUQDWLYH LQYHVWPHQWY DV SURYLGLQJ D EHWWHU ULVN UHWXUQ WUDGHRII
PDUNHW IXQGY ZH ZRXOG ORVH D UHODWLYHO\ ORZ FRVW VRXUFH RI IXQGY LQFUHDVLQJ RXL
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2WKHU SULPDU\ VRXUFHV RI IXQGV FRQVLVW RI FDVK IORZV IURP RSHUDWLRQV PDWXUL\
RXU HTXLW\ DQG GHEW VHFXULWLHVY WR LQYHVWRUV $GGLWLRQDO OLTXLGLW\ LV SURYLGHG E
'‘DOODV :H DOVR ERUURZ IXQGV IURP WKLUG SDUW\ OHQGHUV VXFK DV RWKHU ILQDQFLDO LQ
RXU DFWLYLWLHVY RU RQ WHUPV WKDW DUH DFFHSWDEOH WR XV FRXOG EH LPSDLUHG E\ IDFW
GLVUXSWLRQV LQ WKH ILQDQFLDO PDUNHWY RU QHJDWLYH YLHZY DQG H[SHFWDWLRQV DERXMW
EH DIIHFWHG E\ D GHFUHDVH LQ WKH OHYHO RI RXU EXVLQHVY DFWLYLW\ DV D UHVXOW RI D G
XV

S5SHFHQW LQFUHDVHY LQ LQWHUHVW UDWHY KDYH UHVXOWHG LQ ODUJH XQUHDOL]JHG ORVYV
UHVXOW LQ WKH UHDOL]DWLRQ RI VXFK ORVVHV ZKLFK ZRXOG QHJDWLYHO\ LPSDFW UHJXODW
PD\ KDYH GLPLQLVKHG XWLOLW\ DV D VRXUFH RI OLTXLGLW\ SULRU WR PDWXULW\

$Q\ GHFOLQH LQ DYDLODEOH IXQGLQJ FRXOG DGYHUVHO\ LPSDFW RXU DELOLW\ WR RULJL
UHSD\LQJ RXU ERUURZLQJYVY RU PHHWLQJ GHSRVLW ZLWKGUDZDO GHPDQGV DQ\ RI ZKLFK FRXO
HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV ,Q DGGLWI
KROGLQJ FRPSDQ\ OHYHO GHSHQGVY SULPDULO\ RQ RXU UHFHLSW RI GLYLGHQGV IURP WKH %D
VDWLVI\ RXU KROGLQJ FRPSDQ\ OHYHO REOLJDWLRQV ZKLFK LQFOXGH IXQGLQJ RSHUDWLQJ +

‘H KDYH D FRQFHQWUDWLRQ RI GHSRVLW DFFRXQWYV ZLWK VWDWH DQG ORFDO PXQLFLSDOLWL
VLIQLILFDQW IOXFWXDWLRQV LQ EDODQFHYV KHOG E\ WKHVH SXEOLF ERGLHV FRXOG IRUFH XV

$V Rl '"HFHPEHU PLOOLRQ RU DSSUR[LPDWHO\ RI RXU WRWDO GHSRVLWV
PXQLFLSDOLWLHY RU SXEOLF IXQGV 7KHVH W\SHV Rl GHSRVLWY DUH RIWHQ VHFXUHG DQG W
DQG H[SHQGLWXUHV OXQLFLSDO GHSRVLWY DUH DOVR JHQHUDOO\ PRUH VHQVLWLYH WR LQW|
ZKLFK PD\ PDNH LW PRUH GLIILFXOW IRU WKH %DQN WR DWWUDFW DQG UHWDLQ SXEOLF DQG P>
RI RXU ODUJHVW SXEOLF IXQG GHSRVLWRUV FRXOG IRUFH XV WR UHO\ PRUH KHDYLO\ RQ ERU
DGYHUVHO\ DIIHFWLQJ RXU QHW LQWHUHVW PDUJLQ DQG UHVXOWYV RI RSHUDWLRQV :H PD\ DO
SRWHQWLDOO\ PRUH H[SHQVLYH DQG OHVV VWDEOH IXQGLQJ VRXUFHV &RQVHTXHQWO\ WKH
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

‘H PD\ QHHG WR UDLVH DGGLWLRQDO FDSLWDO LQ WKH IXWXUH DQG LI ZH IDLO WR PDLQWDL
FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV R

‘H IDFH VLIJQLILFDQW FDSLWDO DQG RWKHU UHJXODWRU\ UHTXLUHPHQWY DV D ILQDQFLD(
VXIILFLHQW FDSLWDO UHVRXUFHY DQG OLTXLGLW\ WR PHHW RXU FRPPLWPHQWY DQG EXVLQHV
D FRQVROLGDWHG EDVLV DQG E %$1. RQ D VWDQG DORQH EDVLV PXVW PHHW FHUWDLQ UHJX
UHJXODWRUYV PD\ UHTXLUH IURP WLPH WR WLPH ,PSRUWDQWO\ UHJXODWRU\ FDSLWDO UHTXLU
RU UHGXFH RXU RSHUDWLRQV (YHQ LI ZH VDWLVI\ DOO DSSOLFDEOH UHJXODWRU\ FDSLWDO PL
H[FHVV RI WKRVH PLQLPXPV 2XU DELOLW\ WR UDLVH DGGLWLRQDO FDSLWDO GHSHQGV RQ FR(
LQFOXGLQJ LQYHVWRU SHUFHSWLRQV UHJDUGLQJ WKH EDQNLQJ LQGXVWU\ PDUNHW FRQGLWL
$FFRUGLQJO\ ZH FDQQRW DVVXUH \RX WKDW ZH ZLOO EH DEOH WR UDLVH DGGLWLRQDO FDSLW
UHTXLUHPHQWYVY ZH FRXOG EH VXEMHFW WR HQIRUFHPHQW DFWLRQV ZKLFK FRXOG KDYH DQ
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‘H XWLOL]J]H DOWHUQDWLYH VRXUFHV RI IXQGLQJ ZKLFK PD\ EHFRPH PRUH H[SHQVLYH RU PD\ ¢
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYVY RI RSHUDWLRQV

$ORQJ ZLWK LWV FRUH GHSRVLWY WKH %DQN XWLOL]JHY DOWHUQDWLYH IXQGLQJ PHWKR(
WKURXJK D FRUUHVSRQGHQW EDQN )+/% DGYDQFHV %DQN 7HUP )XQGLQJ 3URJUDP 3%7)3" V

ERUURZLQJV $V RI '"HFHPEHU EURNHUHG DQG ZKROHVDOH GHSRVLWY LQFOXGLQJ UHFL
FRPSULVHG Rl RXU WRWDO VKDUHKROGHUVY HTXLW\ $V D UHVXOW RI WKH ULVH LQ LQWHU
H[SHQVLYH WKDQ LQ SDVW \HDUV ,I ZH FRQWLQXH WR XVH WKHVH DOWHUQDWLYH IXQGLQJ Pk

RU GLIILFXOW WR DFFHVV RXU QHW LQWHUHVW LQFRPH PD\ GHFOLQH RXU OLTXLGLW\ DQG DEL
UHTXLUHPHQWY DQ\ RlI ZKLFK FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVYV ILQDQFLELC

7KH IDLU YDOXH RI RXU LQYHVWPHQW VHFXULWLHYV FDQ IOXFWXDWH GXH WR IDFWRUV RXWVLC

$V Rl '"HFHPEHU WKH IDLU YDOXH RI RXU LQYHVWPHQW VHFXULWLHY SRUWIROLR ZDV
DSSUR[LPDWHO\ PLOOLRQ )DFWRUV EH\RQG RXU FRQWURO FDQ VLJQLILFDQWO\ LQIOXHQF|
WR WKH IDLU YDOXH Rl WKHVH VHFXULWLHY )RU H[DPSOH IL[HG UDWH VHFXULWLHV DUH JHQH
&RPPLWWHH UDLVHG WKH WDUJHW IHGHUDO IXQGY UDWH VHYHUDO WLPHV LQ DQG ,Q D
IDLU YDOXH RI RXU VHFXULWLHV LQFOXGH EXW DUH QRW OLPLWHG WR UDWLQJ DJHQF\ DFWL
VHFXULWLHY DQG FRQWLQXHG LQVWDELOLW\ LQ WKH FDSLWDO PDUNHWYVY $Q\ Rl WKHVH IDFW
ORVVHVY LQ IXWXUH SHULRGY DQG GHFOLQHV LQ RWKHU FRPSUHKHQVLYH LQFRPH ZKLFK FRX(
IXWXUH SURVSHFWV 7KH SURFHVV IRU GHWHUPLQLQJ ZKHWKHU LPSDLUPHQW RI D VHEXULW\ L
WKHUH KDV EHHQ D VLJQLILFDQW GHWHULRUDWLRQ LQ WKH ILQDQFLDO FRQGLWLRQ RI WKH LV
VXIILFLHQW WR DOORZ IRU DQ\ DQWLFLSDWHG UHFRYHU\ LQ IDLU YDOXH WKH IXWXUH ILQDQFL
RWKHU UHOHYDQW IDFWRUYV

,/] ZH IDLO WR PDLQWDLQ DQ HIITHFWLYH VI\VWHP RI GLVFORVXUH FRQWUROV DQG SURFHGXUHV
UHSRUW RXU ILQDQFLDO UHVXOWY RU SUHYHQW IUDXG

(QVXULQJ WKDW ZH KDYH DGHTXDWH GLVFORVXUH FRQWUROV DQG SURFHGXUHV LQFOXC
ILQDQFLDO VWDWHPHQWY RQ D WLPHO\ EDVLV LV FRVWO\ DQG WLPH FRQVXPLQJ DQG QHHGV W
6HFWLRQ RI WKH 6DUEDQHYV 2[OH\ $FW RI RU WKH 6DUEDQHYV 2[OH\ $FW 2XU LQWHUQDO
DVVXPSWLRQV DQG FDQ SURYLGH RQO\ UHDVRQDEOH QRW DEVROXWH DVVXUDQFHV WKDW W
FLUFXPYHQWLRQ RI RXU FRQWUROV DQG SURFHGXUHV IDLOXUH WR FRPSO\ ZLWK UHJXODWLR
UHSXWDWLRQ EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

2XU ILQDQFLDO UHVXOWYV 16 W$OE VRIOR BPDRIDD APRIQAWLQJ PHWKRGY DQG FHUWDLQ DVVXPSWLRH!

2XU ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DUH EDVHG RQ RXU FRQVROL
DFFHSWHG DFFRXQWLQJ SULQFLSOHV LQ WKH 8QLWHG 6WDWHV RU *$$3 DQG ZLWK JHQHUDO !
LQ FRQIRUPLW\ ZLWK *$$3 UHTXLUHV XV WR PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHI
DVVHWY DQG OLDELOLWLHY DQG WKH UHSRUWHG DPRXQW RI UHODWHG UHYHQXHV DQG H[SHQ
DVVXPSWLRQV DQG MXGJPHQWY RI PDQDJHPHQW DQG DV VXFK KDYH D JUHDWHU SRVVLELOL\
UHTXLUH PDQDJHPHQW WR PDNH VXEMHFWLYH RU FRPSOH[ MXGJPHQWYV HVWLPDWHV RU DVVX
RQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 7KHVH FULWLFDO DFFRXQWLQJ SROLFLHV
DFFRXQWLQJ DGMXVWPHQWY RWKHU WKDQ ORDQV %HFDXVH Rl WKH XQFHUWDLQW\ RI HVWLI
IRU FUHGLW ORVVHV RU VXVWDLQ FUHGLW ORVVHY WKDW DUH VLJQLILFDQWO\ KLJKHU WKDQ '
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV Rl RSHUDWLRQV

JURP WLPH WR WLPH WKH )$6% DQG WKH 6(& FKDQJH WKH ILQDQFLDO DFFRXQWLQJ DQG !
SUHSDUDWLRQ RI RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY ZKLFK FRXOG DIIHFW RXU FL
PDQDJHPHQW 7KHVH FKDQJHV DUH EH\RQG RXU FRQWURO FDQ EH GLIILFXOW WR SUHGLFW D
RSHUDWLRQV
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‘H KDYH D FRQWLQXLQJ QHHG IRU WHFKQRORJLFDO FKDQJH DQG ZH PD\ QRW KDYH WKH UHVR
RSHUDWLRQDO FKDOOHQJHV ZKHQ LPSOHPHQWLQJ QHZ WHFKQRORJ\

7KH ILOQDQFLDO VHUYLFHV LQGXVWU\ LV XQGHUJRLQJ UDSLG WHFKQRORJLFDO FKDQJHV
DGGLWLRQ WR EHWWHU VHUYLQJ FXVWRPHUV WKH HIIHFWLYH XVH Rl WHFKQRORJ\ LQFUHDVF
GHSHQG DW OHDVW LQ SDUW XSRQ RXU DELOLW\ WR DGGUHVV WKH QHHGV RI RXU FXVWRPH
GHPDQGV IRU FRQYHQLHQFH DV ZHOO DV WR FUHDWH DGGLWLRQDO HIILFLHQFLHV LQ RXU RSF
H[SHULHQFH RSHUDWLRQDO FKDOOHQJHYV DV ZH LPSOHPHQW WKHVH QHZ WHFKQRORJ\ HQKDQF
IURP VXFK QHZ WHFKQRORJ\ RU UHTXLUH XV WR LQFXU VLJQLILFDQW FRVWV WR UHPHG\ DQ\ V

0DQ\ RI RXU ODUJHU FRPSHWLWRUYV KDYH VXEVWDQWLDOO\ JUHDWHU UHVRXUFHV WR LQY
RU VXSHULRU SURGXFWV FRPSDUHG WR WKRVH WKDW ZH ZLOO EH DEOH WR SURYLGH ZKLFK Z
QHZ WHFKQRORJ\ GULYHQ SURGXFWVY DQG VHUYLFHV WR WKH H[WHQW ZH DUH XQDEOH WR Sl

‘H UHO\ RQ WKLUG SDUWLHV WR SURYLGH NH\ FRPSRQHQWYV RI RXU EXVLQHVV LQIUDVWUXFWX
RSHUDWLRQV

7KLUG SDUWLHYV SURYLGH NH\ FRPSRQHQWY Rl RXU EXVLQHVV LQIUDVWUXFWXUH VXFK C
SURFHVVLQJ VWDWHPHQW SURGXFWLRQ DQG DFFRXQW DQDO\VLV 2XU EXVLQHVV GHSHQGYV
WHOHFRPPXQLFDWLRQV VIVWHPY DQG WKLUG SDUW\ VHUYLFHUV 7KH IDLOXUH RI WKHVH V\VW
DQ\ RI WKHVH VI\VWHPV LV EDVHG FRXOG LQWHUUXSW RXU RSHUDWLRQV %HFDXVH RXU LQIR
SDUW\ VI\VWHPV ZH FRXOG H[SHULHQFH VHUYLFH GHQLDOV LI GHPDQG IRU VXFK VHUYLFHV HJ[F
YHQGRUV RU DGGUHVVLQJ RWKHU LVVXHYV ZLWK RXU WKLUG SDUW\ VHUYLFH SURYLGHUV FRXO
VHUYLFH SURYLGHUV RU LI ZH H[SHULHQFH D VLJQLILFDQW VXVWDLQHG RU UHSHDWHG V\VWF
RXU UHSXWDWLRQ UHVXOW LQ D ORVV RI FXVWRPHU EXVLQHVV DQG VXEMHFW XV WR DGGLW
HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

‘H FRXOG EH VXEMHFW WR ORVVHV UHJXODWRU\ DFWLRQ RU UHSXWDWLRQDO KDUP GXH WR I
YHQGRUYV

,Q GHFLGLQJ ZKHWKHU WR H[WHQG FUHGLW RU HQWHU LQWR RWKHU WUDQVDFWLRQV ZL\
LQIRUPDWLRQ IXUQLVKHG E\ RU RQ EHKDOI Rl FOLHQWY DQG FRXQWHUSDUWLHY LQFOXGLQJ Il
GRFXPHQWDWLRQ DFFRXQW LQIRUPDWLRQ DQG RWKHU ILQDQFLDO LQIRUPDWLRQ :H PD\ DOV
FRPSOHWHQHVV Rl WKDW LQIRUPDWLRQ DQG ZLWK UHVSHFW WR ILQDQFLDO VWDWHPHQWV R
LQIRUPDWLRQ ZKHWKHU IUDXGXOHQW RU LQDGYHUWHQW PD\ QRW EH GHWHFWHG SULRU WR |
RSHUDWLRQDO EUHDNGRZQ RU IDLOXUH HLWKHU DV D UHVXOW RI KXPDQ HUURU RU ZKHUH DQ
RSHUDWLRQV RU VI\VWHPV :KHWKHU D PLVUHSUHVHQWDWLRQ LV PDGH E\ WKH DSSOLFDQW RU
PLVUHSUHVHQWDWLRQ $ ORDQ VXEMHFW WR D PDWHULDO PLVUHSUHVHQWDWLRQ LV W\SLFDO!
7KH VRXUFHV Rl WKH PLVUHSUHVHQWDWLRQV PD\ DOVR EH GLIILFXOW WR ORFDWH DQG ZH PC
PLVUHSUHVHQWDWLRQV $Q\ RI WKHVH GHYHORSPHQWY FRXOG KDYH DQ DGYHUVH HIIHFW RQ

8QDXWKRUL]JHG DFFHVV F\EHU FULPH DQG RWKHU WKUHDWV WR GDWD VHFXULW\ PD\ UHTXLUH
RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

‘H QHFHVVDULO\ FROOHFW XVH DQG KROG SHUVRQDO DQG ILQDQFLDO LQIRUPDWLRQ FRC
7TKUHDWV WR GDWD VHFEXULW\ LQFOXGLQJ XQDXWKRUL]JHG DFFHVV DQG F\EHU DWWDFNV UD¢
FRPSHWLQJ WLPH FRQVWUDLQWY WR VHFXUH RXU GDWD LQ DFFRUGDQFH ZLWK FXVWRPHU H[S
LPSRVVLEOH WR GHIHQG DJDLQVW HYHU\ ULVN EHLQJ SRVHG E\ FKDQJLQJ WHFKQRORJLHV DV
F\EHU FULPLQDOVY DQG WHUURULVWY PDNH NHHSLQJ XS ZLWK QHZ WKUHDWYV GLIILEXOW DQG F
RXU RWKHU HPSOR\HHY DQG YHQGRUV FRXOG SURYH LQDGHTXDWH :H FRXOG DOVR H[SHULHQ
LQWHUQDO VRXUFHV VRIWZDUH EXJV RU RWKHU WHFKQLFDO PDOIXQFWLRQV RU RWKHU FDX)
DFFRXQW WDNHRYHU VFKHPHV RU F\EHU IUDXG 2XU VA\VWHPVY DQG WKRVH RI RXU WKLUG SDU'
EH\RQG RXU RU WKHLU FRQWURO VXFK DV IURP FDWDVWURSKLF HYHQWY SRZHU DQRPDOLHV
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$ EUHDFK RI RXU VHFXULW\ WKDW UHVXOWY LQ XQDXWKRUL]JHG DFFHVV WR RXU GDWD FF
WR GDWD ORVV OLWLJDWLRQ GDPDJHV ILQHV DQG SHQDOWLHV VLJQLILFDQW LQFUHDVHYV L1
RXU EXVLQHVV UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG IXWXUH SURVSHFW\

:H DUH VXEMHFW WR HQYLURQPHQWDO OLDELOLW\ ULVN DVVRFLDWHG ZLWK RXU OHQGLQJ DF

,Q WKH FRXUVH RI RXU EXVLQHVV ZH PD\ SXUFKDVH UHDO HVWDWH RU ZH PD\ IRUHFOR\
HQYLURQPHQWDO OLDELOLWLHV ZLWK UHVSHFW WR WKHVH SURSHUWLHVY :H PD\ EH KHOG OLDI
LQYHVWLIJDWLRQ DQG FOHDQ XS FRVWYV LQFXUUHG E\ WKHVH SDUWLHV LQ FRQQHFWLRQ ZLWK
WR[LF VXEVWDQFHY RU FKHPLFDO UHOHDVHV DW D SURSHUW\ 7KH FRVWV DVVRFLDWHG ZLWK
RZQHU RU IRUPHU RZQHU RI D FRQWDPLQDWHG VLWH ZH PD\ EH VXEMHFW WR FRPPRQ ODZ FOI
FRQWDPLQDWLRQ HPDQDWLQJ IURP WKH SURSHUW\ $Q\ VLJQLILFDQW HQYLURQPHQWDO OLDEL
RSHUDWLRQV

‘H DUH VXEMHFW WR FODLPV DQG OLWLIJDWLRQ SHUWDLQLQJ WR LOQWHOOHFWXDO SURSHUW\

%DQNLQJ DQG RWKHU ILQDQFLDO VHUYLFHV FRPSDQLHV VXFK DV RXUV UHO\ RQ WHFKQ
QHFHVVDU\ WR VXSSRUW WKHLU GD\ WR GD\ RSHUDWLRQV 7HFKQRORJ\ FRPSDQLHV IUHTXHQ)\
RI LQWHOOHFWXDO SURSHUW\ ULJKWV ,Q DGGLWLRQ SDWHQW KROGLQJ FRPSDQLHV VHHN WI
RU RWKHU LQGLYLGXDOV RU FRPSDQLHY PD\ IURP WLPH WR WLPH FODLP WR KROG LQWHOOHF\
ILQDQFLDO VHUYLFHVY VHFWRU EHFRPHV PRUH UHOLDQW RQ LQIRUPDWLRQ WHFKQRORJ\ YHQG

5HIJDUGOHVYV RI WKH VFRSH RU YDOLGLW\ RI VXFK SDWHQWY RU RWKHU LQWHOOHFWXDO
WR HQJDJH LQ SURWUDFWHG OLWLJDWLRQ 6XFK OLWLJDWLRQ LV RIWHQ H[SHQVLYH WLPH FR
LQIULQJH RQH RU PRUH SDWHQWY RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV ZH PD\ EH U
FRQVLGHU HQWHULQJ LQWR OLFHQVLQJ DJUHHPHQWY IRU GLVSXWHG LQWHOOHFWXDO SURSH
WHUPV RU WKDW OLWLJDWLRQ ZLOO QRW RFFXU 7KHVH OLFHQVHV PD\ DOVR VLJQLILFDQWO\ L
UHVROYHG DJDLQVW XV RU VHWWOHG ZH FRXOG EH UHTXLUHG WR PDNH SD\PHQWV LQ DPRXC
RSHUDWLRQV

,| WKH JRRGZLOO WKDW ZH KDYH UHFRUGHG RU PD\ UHFRUG LQ FRQQHFWLRQ ZLWK D EXVLQH

*RRGZLOO UHSUHVHQWY WKH DPRXQW E\ ZKLFK WKH FRVW RI DQ DFTXLVLWLRQ H[FHHGH(
DQRWKHU ILQDQFLDO LQVWLWXWLRQ :H UHYLHZ JRRGZLOO IRU LPSDLUPHQW DW OHDVW DQQXI
RI WKH DVVHW PLJKW EH LPSDLUHG

2XU JRRGZLOO LPSDLUPHQW WHVW LV SHUIRUPHG DQQXDOO\ DQG ZDV FRPSOHWHG DV RI &

GDWH :H HVWLPDWH WKH IDLU YDOXH RI WKH UHSRUWLQJ XQLW FRPSDUHG WR LWV FDUU\LQJ

IDLU YDOXH RI WKDW JRRGZLOO DQ LPSDLUPHQW ORVV LV UHFRJQL]JHG LQ DQ DPRXQW HTXDO

SHULRGV LQ ZKLFK WKH\ EHFRPH NQRZQ )ROORZLQJ WKH WHVWLQJ GDWH PDQDJHPHQW GHWH

RXU JRRGZLOO WRWDOHG PLOOLRQ :KLOH ZH KDYH QRW UHFRUGHG DQ\ LPSDLUPHQ\

RXU IXWXUH HYDOXDWLRQV RI RXU H[LVWLQJ JRRGZLOO RU JRRGZLOO ZH PD\ DFTXLUH LQ WKH
DGYHUVHO\ DIIHFW RXU EXVLQHVYVY ILQDQFLDO FRQGLWLRQ DQG UHVXOWVY RI RSHUDWLRQV



7DEOH RI &RQWHQWYV
5LVNV 5HODWHG WR WKH 5HJXODWLRQ RI 2XU ,QGXVWU\

‘H RSHUDWH LQ D KLJKO\ UHIJXODWHG HQYLURQPHQW DQG WKH ODZV DQG UHJXODWLRQV WKD
DFFRXQWLQJ SULQFLSOHV RU FKDQJHV LQ WKHP RU RXU IDLOXUH WR FRPSO\ ZLWK WKHP FR
RSHUDWLRQV

‘H DUH VXEMHFW WR H[WHQVLYH UHJXODWLRQ VXSHUYLVLRQ DQG OHJDO UHTXLUHPHQW
LQWHQGHG WR SURWHFW RXU VKDUHKROGHUV 5DWKHU WKHVH ODZV DQG UHJXODWLRQV DUI
ILQDQFLDO VWDELOLW\ RI WKH 8QLWHG 6WDWHV DQG QRW VKDUHKROGHUV RU FRXQWHUSDUW
UHTXLUHPHQWY LPSRVH OLPLWDWLRQV RQ WKH EXVLQHVV DFWLYLWLHYV LQ ZKLFK ZH FDQ HQJ
LOQVWLWXWLRQV WR JXDUDQWHH RXU GHEW DQG LPSRVH FHUWDLQ VSHFLILF DFFRXQWLQJ UH’
HDUQLQJY RU UHGXFWLRQV LQ RXU FDSLWDO WKDQ *$$3 ZRXOG UHTXLUH &RPSOLDQFH ZLWK ¢
RIWHQ LPSRVH DGGLWLRQDO FRPSOLDQFH FRVWYVY 2XU IDLOXUH WR FRPSO\ ZLWK WKHVH ODZV
LQWHUSUHWDWLRQ FRXOG VXEMHFW XV WR UHVWULFWLRQV RQ RXU EXVLQHVV DFWLYLWLHYV
EDVH DQG WKH SULFH RI RXU VHFXULWLHV )XUWKHU DQ\ QHZ ODZV UXOHV DQG UHJXODWLRQ
DQG WKH VXSHUYLVRU\ IUDPHZRUN DSSOLFDEOH WR RXU LQGXVWU\ FRXOG KDYH D PDWHULDC(

| ZH GR QRW PHHW PLQLPXP FDSLWDO UHTXLUHPHQWY ZH ZLOO EH VXEMHFW WR SURPSW
FDQ LQFOXGH SURJUHVVLYHO\ PRUH UHVWULFWLYH FRQVWUDLQWY RQ RSHUDWLRQV PDQDJHP
FHUWDLQ OLPLWDWLRQV RQ GLYLGHQGYV FDSLWDO UHSXUFKDVHV DQG GLVFUHWLRQDU\ ERQX
UHJXODWRUV IRU UHYLHZ (YHQ LI ZH VDWLVI\ WKH REMHFWLYHV Rl RXU FDSLWDO SODQ DQG P
DGGLWLRQDO FDSLWDO )RU DGGLWLRQDO GLVFXV345R@ ,0 H D U%G X @LEQR MUYV \R D ODIESRESL). M P B
&DSLWDO $GHTXDF\ 5GHTXLUHPHQWYV

JHGHUDO DQG VWDWH EDQNLQJ DJHQFLHY SHULRGLFDOO\ FRQGXFW H[DPLQDWLRQV RI RXU E>
ZLWK DQ\ VXSHUYLVRU\ DFWLRQV WR ZKLFK ZH DUH RU EHFRPH VXEMHFW DV D UHVXOW RI VXF
UHVXOWYVY RI RSHUDWLRQY DQG SURVSHFWYV

7KH %RDUG RI *RYHUQRUV RI WKH )HGHUDO 5HVHUYH 6\VWHP RU WKH )HGHUDO 5HVHUYH
2IILFH RI )LQDQFLDO ,QVWLWXWLRQV RU WKH /RXLVLDQD 2), SHULRGLFDOO\ FRQGXFW H[DPLC
UHJXODWLRQV ,I DV D UHVXOW RI DQ H[DPLQDWLRQ D IHGHUDO RU VWDWH EDQNLQJ DIJHQF\
SURVSHFWYVY PDQDJHPHQW OLTXLGLW\ RU RWKHU DVSHFWV RI DQ\ RI RXU RSHUDWLRQV KDG E
LW PD\ WDNH D QXPEHU RI GLITHUHQW UHPHGLDO DFWLRQV DV LW GHHPVY DSSURSULDWH 7KHV
DIILUPDWLYH DFWLRQ WR FRUUHFW DQ\ FRQGLWLRQV UHVXOWLQJ IURP DQ\ YLRODWLRQ RU SU
LQ RXU FDSLWDO WR UHVWULFW RXU JURZWK WR DVVHVV FLYLO PRQHWDU\ SHQDOWLHYV DJDL
DQG LI LW LV FRQFOXGHG WKDW VXFK FRQGLWLRQV FDQQRW EH FRUUHFWHG RU WKHUH LV D(
LQWR UHFHLYHUVKLS RU FRQVHUYDWRUVKLS $Q\ VXFK UHJXODWRU\ DFWLRQ FRXOG KDYH D |
SURVSHFWYV

‘H DUH VXEMHFW WR VWULQJHQW FDSLWDO UHTXLUHPHQWY ZKLFK PD\ UHVXOW LQ ORZHU UH
UHVXOW LQ UHJXODWRU\ UHVWULFWLRQV

7KH 'RGG )UDQN $FW UHTXLUHG WKH IHGHUDO EDQNLQJ DJHQFLHV WR HVWDEOLVK VWULF
KROGLQJ FRP SSBRLH,7 (6 HHEX LEXBWU YLVLRQ D:QEXYHQXE B WILIRQN 96MHQ EWHIDEU X O HWFRQ 5HU X6 X
QRW PHHW PLQLPXP FDSLWDO UHTXLUHPHQWY ZH ZLOO EH VXEMHFW WR SURPSW FRUUHFWLYH
SURJUHVVLYHO\ PRUH UHVWULFWLYH FRQVWUDLQWY RQ RSHUDWLRQV PDQDJHPHQW DQG FDS

J)DLOXUH WR PHHW WKH FDSLWDO FRQVHUYDWLRQ EXIIHU ZLOO UHVXOW LQ FHUWDLQ OLP
H[HFXWLYH RIILFHUV :H KDYH VXEPLWWHG D FRPSUHKHQVLYH FDSLWDO SODQ WR RXU UHJXOD)
FDSLWDO UHTXLUHPHQWY LW LV SRVVLEOH WKDW RXU UHJXODWRUV PD\ DVN XV WR UDLVH DC
33$574 ,7(0 N XMLEXKBHWIYLVLRQ DHOEC %3 EDOMWNERQ $GHTXDF\ SHTXLUHPHQWYV



7DEOH RI &RQWHQWYV
1HZ DFWLYLWLHY DQG H[SDQVLRQ UHTXLUH UHJXODWRU\ DSSURYDOV DQG IDLOXUH WR REWEL

JURP WLPH WR WLPH ZH PD\ FRPSOHPHQW DQG H[SDQG RXU EXVLQHVV E\ SXUVXLQJ VWUL
EXVLQHVVHV *HQHUDOO\ ZH PXVW UHFHLYH VWDWH DQG IHGHUDO UHJXODWRU\ DSSURYDO Et
GHWHUPLQLQJ ZKHWKHU WR DSSURYH D SURSRVHG DFTXLVLWLRQ IHGHUDO EDQNLQJ UHJXOD\V
ILQDQFLDO FRQGLWLRQ RXU IXWXUH SURVSHFWV DQG WKH LPSDFW RI WKH SURSRVDO RQ 8 6
OHYHOV WKH FRPSHWHQFH H[SHULHQFH DQG LQWHJULW\ RI PDQDJHPHQW DQG LWV UHFRUG F
WR EH VHUYHG LQFOXGLQJ WKH DFTXLULQJ LQVWLWXWLRQYY UHFRUG RI FRPSOLDQFH XQGHU
DFWLYLWLHYVY 6XFK UHJXODWRU\ DSSURYDOV PD\ QRW EH JUDQWHG RQ WHUPV WKDW DUH DFF
UHFHLYLQJ UHJXODWRU\ DSSURYDO ZKLFK FRQGLWLRQ PD\ QRW EH DFFHSWDEOH WR XV RU L

,Q DGGLWLRQ WR WKH DFTXLVLWLRQ RI H[LVWLQJ ILQDQFLDO LQVWLWXWLRQV DV RSSRL
VWUDWHJI\ 'H QRYR EUDQFKLQJ DQG DQ\ DFTXLVLWLRQV FDUU\ ZLWK WKHP QXPHURXV UL. ...
REWDLQ WKHVH UHJXODWRU\ DSSURYDOV IRU SRWHQWLDO IXWXUH VWUDWHJLF DFTXLVLWLRC(

‘H IDFH D ULVN RI QRQFRPSOLDQFH DQG HQIRUFHPHQW DFWLRQ ZLWK WKH %DQN 6HFUHF\ $FW

7KH %DQN 6HFUHF\ $FW WKH 86% 3%$75,27 $FW RI DQG RWKHU ODZV DQG UHJXODWLRQ"
PDLQWDLQ DQ HIITHFWLYH DQWL PRQH\ ODXQGHULQJ SURJUDP DQG ILOH VXVSLFLRXV DFWLYLW'
(QIRUFHPHQW 1HWZRUN LV DXWKRUL]JHG WR LPSRVH VLJQLILFDQW FLYLO PRQH\ SHQDOWLHV IF
HQIRUFHPHQW HIIRUWV ZLWK WKH LQGLYLGXDO IHGHUDO EDQNLQJ UHJXODWRUV DV ZHOO DV \
6HUYLFH :H DUH DOVR VXEMHFW WR LQFUHDVHG VFUXWLQ\ RI FRPSOLDQFH ZLWK WKH UXOHV
DQG H[DPLQDWLRQ SURFHGXUHV LQ WKLV DUHD ZH KDYH GHGLFDWHG VLJQLILFDQW UHVRXUFI
GHHPHG GHILFLHQW ZH FRXOG EH VXEMHFW WR OLDELOLW\ LQFOXGLQJ ILQHVY DQG UHJXODWE
QHFHVVLW\ WR REWDLQ UHIJXODWRU\ DSSURYDOV WR SURFHHG ZLWK RERYBQERLDVS HIFMWOXK RH R
LPSOHPHQW DGHTXDWH SURJUDPV WR FRPEDW PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFL

‘H DUH VXEMHFW WR QXPHURXVY ODZV GHVLIJQHG WR SURWHFW FRQVXPHUV LQFOXGLQJ WKH &
ZLGH YDULHW\ RI VDQFWLRQV

7KH &5% WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW WKH )DLU +RXVLQJ $FW DQG RWKHU IDL!
RQ ILQDQFLDO LQVWLWXWLRQV 7KH '"HSDUWPHQW RI -XVWLFH DQG RWKHU IHGHUDO DJHQFLH®
FKDOOHQJH WR DQ LQVWLWXWLRQTY SHUIRUPDQFH XQGHU WKH &5% RU IDLU OHQGLQJ ODZV D(
PRQH\ SHQDOWLHYV LQMXQFWLYH UHOLHI UHVWULFWLRQV RQ PHUJHUV DQG DFTXLVLWLRQV D
SDUWLHV PD\ DOVR KDYH WKH DELOLW\ WR FKDOOHQJH DQ LQVWLWXWLRQYfV SHUIRUPDQFH XQ
DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG

7KH SHUIRUPDQFH RI D ILQDQFLDO LQVWLWXWLRQ XQGHU WKH &5% LQ PHHWLQJ WKH FUH(
IHGHUDO EDQNLQJ DJHQFLHY HYDOXDWH DSSOLFDWLRQV UHODWHG WR PHUJHUV DQG DFTXLVL
SVDWLVIDFWRU\" &5%$ UDWLQJ RXU DELOLW\ WR FRPSOHWH WKH DFTXLVLWLRQ RI DQRWKHU ILQ
RYHUDOO &5% UDWLQJ RI OHVV WKDQ 3VDWLVIDFWRU\" RXU UHJXODWRUV ZRXOG QRW UH HYDO
\HDUV DQG LW LV SRVVLEOH WKDW D ORZ &5% UDWLQJ ZRXOG QRW LPSURYH LQ WKH IXWXUH

JHGHUDO VWDWH DQG ORFDO FRQVXPHU OHQGLQJ ODZV PD\ UHVWULFW RXU DELOLW\ WR RUL
RU LQFUHDVH WKH WLPH DQG H[SHQVH DVVRFLDWHG ZLWK WKH IRUHFORVXUH SURFHVV RU SU

JHGHUDO VWDWH DQG ORFDO ODZV KDYH EHHQ DGRSWHG WKDW DUH LQWHQGHG WR HOL
VXFK DV VWHHULQJ ERUURZHUYV DZD\ IURP PRUH DIIRUGDEOH SURGXFWVY VHOOLQJ XQQHFHVV
UHDVRQDEOH H[SHFWDWLRQ WKDW WKH ERUURZHUV ZLOO EH DEOH WR UHSD\ WKH ORDQV LUU
ORDQV EXW WKHVH ODZV FUHDWH WKH SRWHQWLDO IRU OLDELOLW\ ZLWK UHVSHFW WR RXU C
PD\ SUHYHQW XV IURP PDNLQJ FHUWDLQ ORDQV DQG FDXVH XV WR UHGXFH WKH DYHUDJH SHU



7DEOH RI &RQWHQWYV

$GGLWLRQDOO\ FRQVXPHU SURWHFWLRQ LQLWLDWLYHV RU FKDQJHV LQ VWDWH RU IHGH
SURFHVVY RU SUHYHQW XV IURP IRUHFORVLQJ DW DOO :KLOH KLVWRULFDOO\ WKH VWDWHV LQ
VWDWHY LQ UHFHQW \HDUV KDYH HLWKHU FRQVLGHUHG RU DGRSWHG IRUHFORVXUH UHIRUP OI
SURSHUWLHYV LQ GHIDXOW DQG ZH FDQQRW EH FHUWDLQ WKDW WKH VWDWHYVY LQ ZKLFK ZH RS}t
UHJXODWLRQV DUH XOWLPDWHO\ HQDFWHG WKDW VLJQLILFDQWO\ UDLVH WKH FRVW RI IRUHFC
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

7KH H[SDQGLQJ ERG\ RI IHGHUDO VWDWH DQG ORFDO UHJXODWLRQV DQG RU WKH OLFHQVLQJ
SDUWLHY PD\ LQFUHDVH WKH FRVW RI FRPSOLDQFH DQG WKH ULVNV RI QRQFRPSOLDQFH DQG

/IRDQ FROOHFWLRQ LV VXEMHFW WR H[WHQVLYH UHJXODWLRQ E\ IHGHUDO VWDWH DQG Ol
GHFLVLRQV LPSRVLQJ UHTXLUHPHQWY DQG UHVWULFWLRQV RQ WKRVH DFWLYLWLHV 7KH YRO
VRPH LQGLYLGXDO PXQLFLSDOLWLHY KDYH EHJXQ WR HQDFW ODZV WKDW UHVWULFW ORDQ FR
PRGLILFDWLRQ RI FHUWDLQ PRUWJDJHV ,I UHJXODWRUV LPSRVH QHZ RU PRUH UHVWULFWLYH 1
ZKLFK PD\ IXUWKHU DGYHUVHO\ DIIHFW XV ,Q DGGLWLRQ ZHUH ZH WR EH VXEMHFW WR UHJXC
SUDFWLFHVY LW FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ

,Q DGGLWLRQ ZH KDYH VROG ORDQV WR WKLUG SDUWLHV ,Q FRQQHFWLRQ ZLWK WKHVH
YDULRXV UHSUHVHQWDWLRQVY DQG ZDUUDQWLHY EUHDFKHV RI ZKLFK PD\ UHVXOW LQ D UHTXL
WR FRXQWHUSDUWLHY 7KHVH DVSHFWV RI RXU EXVLQHVV RU RXU IDLOXUH WR FRPSO\ ZLWK D
OLFHQVXUH GDPDJH WR RXU UHSXWDWLRQ LQ WKH LQGXVWU\ ILQHY DQG SHQDOWLHYVY DQG O
WKHVH RXWFRPHV FRXOG PDWHULDOO\ DQG DGYHUVHO\ DIIHFW XV

SRWHQWLDO OLPLWDWLRQV RQ LQFHQWLYH FRPSHQVDWLRQ FRQWDLQHG LQ SURSRVHG IHGHL
KLIKHVW SHUIRUPLQJ HPSOR\HHYV

,Q $SULO DQG 0D\ WKH )',& RWKHU IHGHUDO EDQNLQJ DJHQFLHYVY DQG WKH 6(& MRL
'RGG )UDQN $FW SURKLELWLQJ LQFHQWLYH FRPSHQVDWLRQ DUUDQJHPHQWY WKDW ZRXOG HQF
EDQN RU EDQN KROGLQJ FRPSDQ\ ZLWK ELOOLRQ RU PRUH LQ DVVHWYV VXFK DV WKH %DQN D
EH DGRSWHG DQG ZKHWKHU FRPSOLDQFH ZLWK VXFK D ILQDO UXOH ZLOO VXEVWDQWLDOO\ DII
HPSOR\HHV 'HSHQGLQJ RQ WKH QDWXUH DQG DSSOLFDWLRQ RI WKH ILQDO UXOHV ZH PD\ QR\
FRPSDQLHVY WKDW DUH QRW VXEMHFW WR VRPH RU DOO RI WKH UXOHV WR UHWDLQ DQG DWWU
ZH KDYH HVWDEOLVKHG ZLWK RXU FXVWRPHUV PD\ EH LPSDLUHG ZKLFK FRXOG LQ WXUQ DGY}

,QFUHDVHV LQ )',& LQVXUDQFH SUHPLXPV FRXOG DGYHUVHO\ DIIHFW RXU HDUQLQJVY DQG UHVX

7KH GHSRVLWYV RI WKH %DQN DUH LQVXUHG E\ WKH )',& XS WR OHJDO OLPLWV DQG DFFRI
%DQNYV UHIJXODU DVVHVVPHQWY DUH GHWHUPLQHG E\ WKH OHYHO RI LWV DVVHVVPHQW EDVH
VXSHUYLVRU\ FRQFHUQ WKDW LW SRVHV ORUHRYHU WKH )',& KDV WKH XQLODWHUDO SRZHU
LQVXUDQFH LV FDOFXODWHG DQG DOVR WR FKDUJH VSHFLDO DVVHVVPHQWY WR )',& LQVXUHG
SXUSRVH RI UHVWRULQJ WKH UHVHUYH UDWLRY RI WKH '"HSRVLW ,QVXUDQFH )XQG $0Q\ IXWXU
SUHSD\PHQWYV LQ )',& LQVXUDQFH SUHPLXPV FRXOG UHGXFH RXU SURILWDELOLW\ RU OLPLW RX
DGYHUVHO\ DIIHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV :F}
UHJXODWRU\ UDWHYV



7DEOH RI &RQWHQWYV
7KH )HGHUDO 5HVHUYH PD\ UHTXLUH XV WR FRPPLW FDSLWDO UHVRXUFHV WR VXSSRUW WKH ¢

8QGHU ORQJVWDQGLQJ )HGHUDO 5HVHUYH SROLF\ ZKLFK KDV EHHQ FRGLILHG E\ WKH 'RG¢
VWUHQJIJWK WR WKH %DQN DQG WR FRPPLW UHVRXUFHV WR VXSSRUW WKH %DQN 8QGHU WKH 3
LOQMHFWLRQV LQWR WKH %DQN DW WLPHV ZKHQ ZH PD\ QRW EH LQFOLQHG WR GR VR DQG PD\ |
UHVRXUFHV $FFRUGLQJO\ ZH FRXOG EH UHTXLUHG WR SURYLGH ILQDQFLDO DVVLVWDQFH WR

6XFK D FDSLWDO LQMHFWLRQ PD\ EH UHTXLUHG DW D WLPH ZKHQ RXU UHVRXUFHYV DUH OL
FDSLWDO WR PDNH WKH UHTXLUHG FDSLWDO LQMHFWLRQ ,Q WKH HYHQW RI RXU EDQNUXSWF\
DJHQF\ WR PDLQWDLQ WKH FDSLWDO RI D VXEVLGLDU\ EDQN ORUHRYHU EDQNUXSWF\ ODZ SUF
SD\PHQW RYHU WKH FODLPV RI RXU JHQHUDO XQVHFXUHG FUHGLWRUV LQFOXGLQJ WKH KROG

‘H DUH VXEMHFW WR FRPPHUFLDO UHDO HVWDWH OHQGLQJ JXLGDQFH LVVXHG E\ WKH IHGHUD

7KH IHGHUDO EDQNLQJ UHIJXODWRUYVY KDYH LVVXHG JXLGDQFH UHJDUGLQJ FRQFHQWUDWL
KLJK FRQFHQWUDWLRQV RI FRPPHUFLDO UHDO HVWDWH ORDQV ZLWKLQ WKHLU OHQGLQJ SRUW
FHUWDLQ SHUFHQWDJHV RI FDSLWDO VKRXOG LPSOHPHQW KHLJKWHQHG ULVN PDQDJHPHQW SL
FDSLWDO UDWLRV WKDQ LQVWLWXWLRQV ZLWK ORZHU FRQFHQWUDWLRQV LQ FRPPHUFLDO UHDC
FRPPHUFLDO UHDO HVWDWH DV ZHOO DV WKH UHJXODWRU\ JXLGHOLQH IRU FRQVWUXFWLI
FRQVWUXFWLRQ DQG GHYHORSPHQW SURMHFWY :H KDYH GRFXPHQWHG SURFHGXUHV DQG V\V
UHIJXODWRU\ JXLGHOLQHYV ,W VKRXOG EH QRWHG KRZHYHU WKDW LQFUHDVHV LQ RXU FRPPH
PRUH RI WKHVH ORDQV FRXOG VXEMHFW XV WR DGGLWLRQDO VXSHUYLVRU\ DQDO\VLV :H FDCQC
SUHYHQW ORVVHV UHODWLQJ WR RXU FRPPHUFLDO UHDO HVWDWH SRUWIROLR ODQDJHPHQW K
ZH FDQQRW SUHGLFW WKH H[WHQW WR ZKLFK WKLV JXLGDQFH ZLOO LPSDFW RXU RSHUDWLRQV
UHDO HVWDWH OHQGLQJ FRQFHQWUDWLRQV DV ZHOO DV WKH SURJUHVV RI FRPPHUFLDO UHDO
HI[WHQW WR ZKLFK WKLV JXLGDQFH ZLOO LPSDFW RXU RSHUDWLRQV RU FDSLWDO UHTXLUHPHQ"

‘H DUH VXEMHFW WR ODZV UHJDUGLQJ WKH SULYDF\ LQIRUPDWLRQ VHFXULW\ DQG SURWHFWIL
LQYROYLQJ SHUVRQDO FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ RI LQGLYLGXDOV FR?
ILQDQFLDO FRQGLWLRQ

2XU EXVLQHVV UHTXLUHVY WKH FROOHFWLRQ DQG UHWHQWLRQ RI ODUJH YROXPHV RI FXV\
VIVWHPV WKDW ZH PDLQWDLQ DQG LQ WKRVH PDLQWDLQHG E\ WKLUG SDUWLHV ZLWK ZKRP ZH
VXFK DV SHUVRQDOO\ LGHQWLILDEOH LQIRUPDWLRQ DERXW RXU HPSOR\HHV DQG LQIRUPDWLR
UHJXODWLRQV JRYHUQLQJ WKH SULYDF\ DQG SURWHFWLRQ RI SHUVRQDO LQIRUPDWLRQ RI LQ(
RXU EXVLQHVV LV VXEMHFW WR WKH *UDPP /HDFK %OLOH\ $FW ZKLFK DPRQJ RWKHU WKLQJV

DERXW RXU FXVWRPHUV ZLWK QRQDIILOLDWHG WKLUG SDUWLHY LL UHTXLUHV WKDW ZH SUR
SUDFWLFHV DQG DIIRUG FXVWRPHUV WKH ULJKW WR *RSW RXW " RI DQ\ LQIRUPDWLRQ VKDULQJ
GHYHORS LPSOHPHQW DQG PDLQWDLQ D ZULWWHQ FRPSUHKHQVLYH LQIRUPDWLRQ VHFEXULW\ ¢
DQG VFRSH Rl RXU DFWLYLWLHY DQG WKH VHQVLWLYLW\ Rl FXVWRPHU LQIRUPDWLRQ ZH SURI
EDQNLQJ UHJXODWRUV DQG VWDWHY KDYH DOVR HQDFWHG GDWD VHFXULW\ EUHDFK QRWLILFL
HQIRUFHPHQW QRWLILFDWLRQ LQ FHUWDLQ FLUFXPVWDQFHYV LQ WKH HYHQW RI D VHFXULW\ EI
FRPSOLHV ZLWK DOO DSSOLFDEOH ODZV DQG UHJXODWLRQV FDQ LQFUHDVH RXU FRVWV )XUWI
RWKHU WKLUG SDUWLHV KDYH DSSURSULDWH FRQWUROV LQ SODFH WR SURWHFW WKH FRQILGI
WUDQVPLWWHG E\ HOHFWURQLF PHDQV ,Il SHUVRQDO FRQILGHQWLDO RU SURSULHWDU\ LQIRU
H[DPSOH VXFK LQIRUPDWLRQ ZDV HUURQHRXVO\ SURYLGHG WR SDUWLHV ZKR DUH QRW SHUPL
FRPSURPLVHG E\ WKLUG SDUWLHV ZH FRXOG EH H[SRVHG WR OLWLJDWLRQ RU UHJXODWRU\ \
HITHFWLYHQHVYV Rl RXU PHDVXUHY WR VDIHJXDUG SHUVRQDO LQIRUPDWLRQ RU HYHQ WKH St
SRWHQWLDO FXVWRPHUV IRU RXU SURGXFWY DQG VHUYLFHV DQG WKHUHE\ UHGXFH RXU UHYH
GDWD SURWHFWLRQ ODZV DQG UHJXODWLRQV PD\ VXEMHFW XV WR LQTXLULHV H[DPLQDWLRQ
RU SUDFWLFHY RU LQ VLJQLILFDQW OLDELOLWLHY ILQHV RU SHQDOWLHYV DQG FRXOG GDPDJH



7DEOH RI &RQWHQWYV

5LVNV $VVRFLDWHG ZLWK RXU &RPPRQ 6WRFN

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ EH VXEMHFW WR VXEVWDQWLDO IOXFWXDWLRQ
SULFHVY DQG WLPHV GHVLUHG

$VVXPLQJ WKH SUHVHQFH RI D SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN WKH PDUNHW SUL
\RX WR UHVHOO \RXU FRPPRQ VKDUHVY DW WKH YROXPH SULFHV DQG WLPHV GHVLUHG 7KHUH L
VWRFN LQFOXGLQJ ZLWKRXW OLPLWDWLRQ

DFWXDO RU DQWLFLSDWHG IOXFWXDWLRQV LQ RXU RSHUDWLQJ UHVXOWV ILQDQFLDO
FKDQJHV LQ HFRQRPLF RU EXVLQHVYV FRQGLWLRQV

WKH HIITHFWV RI DQG FKDQJHV LQ WUDGH PRQHWDU\ DQG ILVFDO SROLFLHV LQFOXGI
DITHFWLQJ XV

WKH SXEOLF UHDFWLRQ WR RXU SUHVV UHOHDVHV RXU RWKHU SXEOLF DQQRXQFHPHQ
FKDQJHV LQ DFFRXQWLQJ VWDQGDUGY SROLFLHV JXLGDQFH LQWHUSUHWDWLRQV RL
WKH QXPEHU RI VHFXULWLHY DQDO\WWYV FRYHULQJ XV

SXEOLFDWLRQ RI UHVHDUFK UHSRUWYV DERXW XV RXU FRPSHWLWRUV RU WKH ILQDQFL1
DQDO\WVWVY HVWLPDWHYV RI RXU ILQDQFLDO DQG RSHUDWLQJ SHUIRUPDQFH RU ODFN F

FKDQJHV LQ PDUNHW YDOXDWLRQV RU HDUQLQJV RI FRPSDQLHVY WKDW LQYHVWRUV GH
WKH WUDGLQJ YROXPH RI RXU FRPPRQ VWRFN

IXWXUH LVVXDQFHV RI RXU FRPPRQ VWRFN RU RWKHU VHFXULWLHYV

IXWXUH VDOHV RI RXU FRPPRQ VWRFN E\ XV RU RXU GLUHFWRUV H[HFXWLYH RIILFHUV
DGGLWLRQV RU GHSDUWXUHV RI NH\ SHUVRQQHO

SHUFHSWLRQV LQ WKH PDUNHWSODFH UHJDUGLQJ RXU FRPSHWLWRUV DQG XV
VLIQLILFDQW DFTXLVLWLRQV RU EXVLQHVVY FRPELQDWLRQV VWUDWHJILF SDUWQHUVKL
RWKHU HFRQRPLF FRPSHWLWLYH JRYHUQPHQWDO UHJXODWRU\ DQG WHFKQRORJLFD(

RWKHU QHZVY DQQRXQFHPHQWYVY RU GLVFORVXUHV ZKHWKHU E\ XV RU RWKHUV UHODW

,Q SDUWLFXODU WKH UHDOL]DWLRQ RI DQ\ RI WKH ULVNV GHVFULEHG LQ WKLV 35LVN )DF\
VWRFN DQG FDXVH WKH YDOXH RI \RXU LQYHVWPHQW WR GHFOLQH 7KH VWRFN PDUNHW DQG
IOXFWXDWLRQV LQ UHFHQW \HDUV ZKLFK LQ PDQ\ FDVHV KDYH EHHQ XQUHODWHG WR WKH RS
IOXFWXDWLRQV LQ WKH WUDGLQJ YROXPH LQ RXU FRPPRQ VWRFN PD\ FDXVH VLJQLILFDQW SUI
PDUNHW SULFH RI RXU FRPPRQ VWRFN ZKLFK FRXOG PDNH LW GLIILFXOW WR VHOO \RXU FRPPR
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)XWXUH VDOHV RU WKH DYDLODELOLW\ IRU VDOH RI VXEVWDQWLDO DPRXQWY RI RXU FRPPRQ
FRPPRQ VWRFN DQG LPSDLU RXU DELOLW\ WR UDLVH FDSLWDO WKURXJK IXWXUH VDOHV RI HT

2XU DUWLFOHV RI LQFRUSRUDWLRQ DXWKRUL]H XV WR LVVXH XS WR VKDUHV RI FRF
VWRFN LVVXHG DQG RXWVWDQGLQJ :H PD\ LVVXH VKDUHV RI RXU FRPPRQ VWRFN RU RWKHU V
IXWXUH DFTXLVLWLRQV DQG LQYHVWPHQWY DQG XQGHU FRPSHQVDWLRQ DQG LQFHQWLYH SOI
FRPPRQ VWRFN RU WKH QXPEHU RU DJJUHJDWH SULQFLSDO DPRXQW DV WKH FDVH PD\ EH RI
UHJLVWUDWLRQ ULJKWV FRYHULQJ WKRVH VHFXULWLHY LQ FRQQHFWLRQ ZLWK DQ\ VXFK DFT

‘H FDQQRW SUHGLFW WKH VL]H RI IXWXUH LVVXDQFHY RI RXU FRPPRQ VWRFN RU WKH HII
PDUNHW SULFH RI RXU FRPPRQ VWRFN 6DOHV RI VXEVWDQWLDO DPRXQWV RI RXU FRPPRQ VWI
XQGHU D FRPSHQVDWLRQ RU LQFHQWLYH SODQ RU WKH SHUFHSWLRQ WKDW VXFK VDOHV FRX
LPSDLU RXU DELOLW\ WR UDLVH FDSLWDO WKURXJK IXWXUH VDOHV RI RXU VHFEXULWLHV

7KH ULJKWV RI RXU FRPPRQ VKDUHKROGHUY DUH VXERUGLQDWH WR WKH ULJKWV RI RXU RXW\
VXERUGLQDWH WR WKH ULJKWV RI WKH KROGHUV RI DQ\ VHQLRU LQGHEWHGQHVYV RU SUHIHUUI

6KDUHV Rl RXU FRPPRQ VWRFN DUH HTXLW\ LQWHUHVWY DQG GR QRW FRQVWLWXWH LQG
RXWVWDQGLQJ LQGHEWHGQHVYV LQFOXGLQJ RXU RXWVWDQGLQJ VXERUGLQDWHG QRWHV LQ W
HTXLW\ FODLPV DJDLQVW XV DQG RXU DVVHWY DYDLODEOH WR VDWLVI\ FODLPV DJDLQVW XV L
6HULHY $ SUHIHUUHG VWRFN WKDW ZH LVVXHG GXULQJ

2XU ERDUG RI GLUHFWRUY DOVR KDV WKH DXWKRULW\ WR LVVXH LQ WKH DJJUHJDWH XS \
LVVXH RI SUHIHUUHG VWRFN DQG DQ\ LQGHEWHGQHVY ZLWKRXW VKDUHKROGHU DSSURYDO
WKDW ZH PD\ LVVXH LQ WKH IXWXUH ZLOO DOVR EH VHQLRU WR RXU FRPPRQ VWRFN $V D UHYV
HTXLW\ VHFXULWLHYV RU RXU LQFXUUHQFH RI RWKHU ERUURZLQJY PD\ QHJDWLYHO\ DIIHFW WK}

2XU GLYLGHQG SROLF\ PD\ FKDQJH ZLWKRXW QRWLFH DQG RXU IXWXUH DELOLW\ WR SD\ GLY

+ROGHUV Rl RXU FRPPRQ VWRFN DUH HQWLWOHG WR UHFHLYH RQO\ VXFK FDVK GLYLGHQ(
SD\PHQW RI GLYLGHQGY $OWKRXJK ZH KDYH GHFODUHG D TXDUWHUO\ FDVK GLYLGHQG RQ RX
SD\LQJ GLYLGHQGYV DQG ZH PD\ FKDQJH RXU GLYLGHQG SROLF\ DW DQ\ WLPH ZLWKRXW QRWLI
KDYH QRW SDLG WKH IXO0 GLYLGHQGY RQ RXU RXWVWDQGLQJ 6HULHYV $ SUHIHUUHG VWRFN IR
OLPLWHG RQ DFFRXQW RI DQ\ RXWVWDQGLQJ LQGHEWHGQHVYV RU SUHIHUUHG VWRFN ZH PD\ L
LQGHEWHGQHVYV DQG RXWVWDQGLQJ SUHIHUUHG VWRFN EHIRUH DQ\ GLYLGHQGY FDQ EH SDLC
Rl WKH %DQN ZH DUH GHSHQGHQW XSRQ GLYLGHQGY IURP WKH %DQN WR SD\ RXU RSHUDWLQ
%DQNTV DELOLW\ WR SD\ GLYLGHQGV RQ LWV FRPPRQ VWRFN ZLOO VXEVWDQWLDOO\ GHSHQG
HFRQRPLF DQG UHJXODWRU\ FOLPDWH DQG RWKHU IDFWRUV GHHPHG UHOHYDQW E\ LWV ERDU(
%DQNYTV DELOLW\ WR SD\ GLYLGHG@®57 6D ' L%XGHQIBI/E ® L ¥ RINQ BHPEX Y HQ K ® D WILIR\QW +960HQ K\DKOD!
5HVWULFWLRQYV RQ 'LYLGHQGYV

2XU FRUSRUDWH JRYHUQDQFH GRFXPHQWY DQG FHUWDLQ FRUSRUDWH DQG EDQNLQJ ODZV D
&HUWDLQ SURYLVLRQV RI RXU DUWLFOHV Rl LQOFRUSRUDWLRQ DQG E\ODZV HDFK DV DPH(
GLIILFXOW IRU D WKLUG SDUW\ WR DFTXLUH FRQWURO RI RXU RUJDQL]DWLRQ RU FRQGXFW D !
EHQHILFLDO WR WKHLU LQWHUHVWY 7KHVH SURYLVLRQV DQG WKH FRUSRUDWH DQG EDQNLQ
" HQDEOH RXU ERDUG RI GLUHFWRUV WR LVVXH DGGLWLRQDO VKDUHV RI DXWKRUL]JH

" HQDEOH RXU ERDUG RI GLUHFWRUV ZLWKRXW VKDUHKROGHU DSSURYDO WR LVVXH
PD\ EH GHWHUPLQHG IURP WLPH WR WLPH E\ WKH ERDUG
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" HQDEOH RXU ERDUG RI GLUHFWRUV WR LQFUHDVH WKH VL]H Rl WKH ERDUG DQG ILO
" GR QRW SURYLGH IRU FXPXODWLYH YRWLQJ LQ WKH HOHFWLRQ Rl GLUHFWRUV
" HQDEOH RXU ERDUG RI GLUHFWRUV WR DPHQG RXU E\ODZV ZLWKRXW VKDUHKROGHU

" UHTXLUH WKH YRWH RI KROGHUV RI DW OHDVW Rl WKH RXWVWDQGLQJ VKDUHYV RI
DGGUHVVLQJ OLPLWDWLRQ RI OLDELOLW\ DQG LQGHPQLILFDWLRQ RI RXU RIILFHUV D¢

" UHTXLUH WKH UHTXHVW RI KROGHUV RI DW OHDVW Rl WKH RXWVWDQGLQJ VKDUH"
VKDUHKROGHUVY PHHWLQJ

" HVWDEOLVK DQ DGYDQFH QRWLFH SURFHGXUH IRU GLUHFWRU QRPLQDWLRQV DQG F
" UHTXLUH SULRU UHJXODWRU\ DSSOLFDWLRQ DQG DSSURYDO RI DQ\ WUDQVDFWLRQ L

7KHVH SURYLVLRQV PD\ GLVFRXUDJH SRWHQWLDO DFTXLVLWLRQ SURSRVDOV DQG FRXOC
VKDUHKROGHUV PLIJKW RWKHUZLVH UHFHLYH D SUHPLXP RYHU WKH PDUNHW SULFH RI RXU VKD

$Q LOQYHVWPHQW L1Q BRAMRG WW RFNWY QRW DQ LQVXUHG GHSRVLW DQG LV VXEMHFW WR ULVN

<RXU LQYHVWPHQW LQ RXU FRPPRQ VWRFN LV QRW D EDQN GHSRVLW DQG LV QRW LQVXU
VXEMHFW WR LOQYHVWPHQW ULVN DQG \RX PXVW EH FDSDEOH RI DIIRUGLQJ WKH ORVV RI \RXLl

,7(0 % B8QUHVROYHG 6WDIlI &RPPHQWYV
1RW DSSOLFDEOH
,7(0 & &\EHUVHFXULW\

JLQDQFLDO LQVWLWXWLRQV KDYH DQ REOLJDWLRQ WR FXVWRPHUV FRQVXPHUV DQG VWI
VHQVLWLYH LQIRUPDWLRQ DQG WKH LQIRUPDWLRQ VI\VWHPV XVHG WR VWRUH WUDQVPLW RU

&RQVLVWHQW ZLWK LQGXVWU\ JXLGHOLQHV VXFK DV WKH 1DWLRQDO ,QVWLWXWH RI 6WIL
JXLGHOLQHY DQG VWDQGDUGV E %$1.1V LQIRUPDWLRQ VHFXULW\ DQG F\EHUVHFXULW\ SURJUIL
HVWDEOLVKLQJ DQG HPSOR\LQJ DGPLQLVWUDWLYH WHFKQLFDO DQG SK\WLFDO VDIHJXDUGV W
IRFXV RQ LGHQWLI\LQJ DQG DGGUHVVLQJ WKUHDWYV WR WKH FRPSDQ\ DQG LWV FXVWRPHUV D
F\EHUVHFXULW\ DQG ULVN PDQDJHPHQW REMHFWLYHYV

'"HIHQGLQJ DJDLQVW LQIRUPDWLRQ VHFXULW\ DQG F\EHUVHFXULW\ FROOHFWLYHO\ 36HF
VXSSOHPHQWDU\ SURJUDPY DQG SURFHVVHYVY KDYH EHHQ LQVWLWXWHG LQWR JRYHUQLQJ 6HF

*OREDO WKUHDW LQWHOOLJHQFH LV PRQLWRUHG IRU SRWHQWLDO 6HFXULW\ ULVNV RU YX
DGGUHVVHG LQ DFFRUGDQFH ZLWK 3URJUDP UHTXLUHPHQWY E %$1.1V &KLHI ,QIRUPDWLRQ 6HF
5LVN &RPPLWWHH RI E %$1.1V ERDUG RI GLUHFWRUV RQ D TXDUWHUO\ EDVLY RU DV QHHGHG
DQG PDWHULDO ULVNV $GGLWLRQDO UHSRUWLQJ UHSUHVHQWLQJ WKH RYHUDOO VWDWH RI WI
UHVSRQVLEOH IRU RYHUVHHLQJ 6HFXULW\ IXQFWLRQV DQG DVVRFLDWHG LQLWLDWLYHV

6HFXULW\ LV HPEHGGHG LQWR RXU FXOWXUH EHLQJ SURPRWHG WKURXJK VHFXULW\ DZD
DQG DFNQRZOHGJHPHQW RI FRUSRUDWH 6HFXULW\ SROLFLHY DQG VWDQGDUGYV

%XVLQHVYV &RQWLQXLWN DQG ,QFLGHQW 5HVSRQVH SODQV KDYH EHHQ FRKHVLYHO\ HVWIL
IURP HYHQWYV VXFK DV QDWXUDO GLVDVWHUV RU VHFXULW\ HYHQWYV 2XU 'LUHFWRU RI %XVLQ
DV QHHGHG DQG WHVWLQJ HDFK RQ DW OHDVW DQ DQQXDO EDVLV 7KH RZQHUV RI WKHVH S
PDWWHU H[SHUWY DQG FRQYHQLQJ WKHP WR HQVXUH D FRPSUHKHQVLYH UHVSRQVH 7KHVH JL
DSSURSULDWH LQWHUQDO QRWLILFDWLRQV RI PDWHULDO VHFXULW\ HYHQWY DQG UHVSRQVH DF
GLUHFWRUV RU RWKHU DSSURSULDWH FRUSRUDWH H[HFXWLYHYV
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$ 9HQGRU O0DQDJHPHQW SURJUDP KDV EHHQ GHYHORSHG DQG HPSOR\HG WR PDQDJH SRWlI
ZKR KDYH DFFHVV WR RXU FRQILGHQWLDO LQIRUPDWLRQ 7KH HIITHFWLYHQHVV RI WKHVH SURI

,QGHSHQGHQW LQWHUQDO DQG H[WHUQDO DXGLWRUV DUH HQJDJHG WR SHUIRUP 6HFXUL
3URJUDP 6XSSOHPHQWDU\ VHOI DVVHVVPHQWY DUH SHUIRUPHG DV QHHGHG RU DV UHTXLUHG
ULVN RQ WKH VHFXULW\ RI WKH EDQN DQG DUH DGGUHVVHG LQ DFFRUGDQFH ZLWK 3URJUDP U

2XU FXUUHQW &,62 PDLQWDLQV DSSURSULDWH VHFXULW\ FHUWLILFDWLRQV DQG KDV RYHL
GHGLFDWHG WR WKH VHFXULW\ RI WKH EDQN 7KLV JURXS LV UHVSRQVLEOH IRU LQIRUPDWLR:
FRRUGLQDWLRQ WR F\EHU DWWDFNV XQGHU WKH OHDGHUVKLS DQG SXUVXDQW WR WKH GLUHF
UHVSRQVLEO\ RI DQG LV KHOG DFFRXQWDEOH IRU WKH LPSOHPHQWDWLRQ DQG PRQLWRULQJ RI
GLUHFWRU

7KH &RPSDQ\ HQJDJHV LQ D FRQWLQXRXV IRFXVHG ULVN PRQLWRULQJ SURFHVV WR LGHC
VHFXULW\ VIVWHPY DQG GDWD DQG DVVHVVHV WKH VXIILFLHQF\ RI WKH FRQWUROV LQ SODFH
WRJHWKHU OHDG HIIRUWY WR GHVLJQ LPSOHPHQW DQG RSHUDWH QHFHVVDU\ FRQWUROV FRP
LQIRUPDWLRQ DVVHWV DQG VI\VWHPV XVHG WKURXJKRXW WKH EDQN 7R GDWH QR ULVNV IUR
KDYH PDWHULDOO\ DIIHFWHG RU DUH UHDVRQDEO\ OLNHO\ WR DIIHFW E %$1.

,7(0 BURSHUWLHYV

2XU FXUUHQW SULQFLSDO RIILFHY DUH ORFDWHG DW IDXUHO 6WUHHW %DWRQ 5RXJH /
SURGXFWLRQ RIILFHVY ORFDWHG WKURXJKRXW WKH 6WDWH RI /RXLVLDQD LQ WKH 'DOODV )RU\
EHOLHYH WKDW RXU IDFLOLWLHY DUH DGHTXDWHO\ FRYHUHG E\ LQVXUDQFH DQG WKDW WKHYV

,7(0 /HIJDO 3URFHHGLQJV

‘H DUH QRW FXUUHQWO\ VXEMHFW WR DQ\ PDWHULDO OHJDO SURFHHGLQJV :H DUH IURP V
EXVLQHVV 7KHVH FODLPV DQG OLWLJDWLRQ PD\ LQFOXGH DPRQJ RWKHU WKLQJVY DOOHJDWLF
DQG FRQVXPHU SURWHFWLRQ ODZV DV ZHOO DV FODLPV RU OLWLIJDWLRQ UHODWLQJ WR LQWF
YLIRURXVO\ DJDLQVW DQ\ SHQGLQJ RU IXWXUH FODLPVY DQG OLWLJDWLRQ

$W WKLV WLPH LQ WKH RSLQLRQ RI PDQDJHPHQW WKH OLNHOLKRRG LV UHPRWH WKDW W
PDWHULDO DGYHUVH HIIHFW RQ RXU FRPELQHG UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLW
DJDLQVW XV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW IRU WKH SHULRG LQ ZKLFK WKH\ DUH
DUH FRVWO\ GLYHUW PDQDJHPHQWYTY DWWHQWLRQ DQG PD\ PDWHULDOO\ DGYHUVHO\ DIIHFW F
,7(0 OLQH 6DIHW\ 'LVFORVXUHYV

1RW DSSOLFDEOH
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3$57 ,,
,7(0 ODUNHW IRW BRPIPRDUOTXWW\ 5HODWHG 6KDUHKROGHU ODWWHUV DQG ,VVXHU 3XUFKDVI
&RPPRQ 6WRFN

2XU FRPPRQ VWRFN LV WUDGHG RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW XQGHU WKH V\F

ODUNHW VLQFH $SULO 3ULRU WR WKDW GDWH WKHUH ZDV QR SXEOLF WUDGLQJ PDUNHW |
RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VWRFN KHOG RI UHFRUG E\ DSSUR[LPDWHO\ VKDUHK
VWRFN LVVXHG XQGHU RXU HTXLW\ FRPSHQVDWLRQ SODQV DV GHVFULEHG EHORZ
'LYLGHQGYV

Ne) RXU ERDUG Rl GLUHFWRUV PDGH WKH GHWHUPLQDWLRQ WR EHJLQ SD\LQJ UHJXOD!

GLYLGHQGV RQ HLWKHU RXU FRPPRQ RU SUHIHUUHG VWRFN 'LYLGHQGV RQ RXU FRPPRQ VWRF
VWRFN IRU WKH PRVW UHFHQWO\ FRPSOHWHG TXDUWHUO\ GLYLGHQG SHULRG 7KH SD\PHQW R
UHTXLUHPHQWY DQG ILQDQFLDO FRQGLWLRQ DV ZHOO DV RWKHU IDFWRUV WKDW RXU ERDUG
WKH SD\PHQW RI B457LGHJGNV VNS EOHYVYLVLRQ DHPEXTYHQKU D WILIR\OW +96HHQ K\ DHDMURIWA 58 F W ULFWL

6HFXULWLHV $XWKRUL]JHG IRU ,VVXDQFH XQGHU (TXLW\ &RPSHQVDWLRQ 30DQV

,Q RXU ERDUG RI GLUHFWRUV DGRSWHG WKH 6WRFN 2SWLRQ 30DQ SXUVXDQW WR
VKDUHV RI RXU FRPPRQ VWRFN DOO RI ZKLFK FRXOG EH LVVXHG DV HLWKHU LQFHQWLYH VWRF
QRQ TXDOLILHG VWRFN RSWLRQV $OWKRXJK RXU 6WRFN 2SWLRQ 30DQ H[SLUHG RQ 'HFHPE
WKLV SODQ DV RI '"HFHPEHU ZH KDG RXWVWDQGLQJ DQG XQH[HUFLVHG VWRFN RS'
UHPDLQ VXEMHFW WR WKH WHUPV DQG FRQGLWLRQV RI WKH 6WRFN 2SWLRQ 30DQ XQWLO W

2Q -XQH RXU VKDUHKROGHUV DSSURYHG WKH (TXLW\ ,QFHQWLYH 30DQ RU WKF
GXULQJ 7KH 30DQ SURYLGHV IRU WKH JUDQW RI YDULRXV W\SHV RI HTXLW\ JUDQWV DQG
DSSUHFLDWLRQ ULJKWV UHVWULFWHG VWRFN UHVWULFWHG VWRFN XQLWY SHUIRUPDQFH XC
RXU HPSOR\HHVY GLUHFWRUVY DQG FRQVXOWDQWY 7KH 30DQ KDV UHVHUYHG VKDUHV RI
EH VXEMHFW WR LQFHQWLYH VWRFN RSWLRQ WUHDWPHQW $V RI 'HFHPEHU WKHUH ZHUF
FRQVXOWDQWYV

7KH IROORZLQJ WDEOH VXPPDUL]JHV LQIRUPDWLRQ DV RI '"HFHPEHU UHODWLQJ WR W
RSWLRQV DQG ZDUUDQWY DQG WKHLU ZHLIJKWHG DYHUDJH H[HUFLVH SULFH

1XPEHU RI 6HFXU
5HPDLQLQJ $YDL(
1XPEHU RI 6HFXULWLBKWHRE $YHUDRU )XWXUH ,VVX
%H ,VVXHG 8SRQ ([HHALAMHVH 3ULFH RBIQGHU (TXLW\
RI 2XWVWDQGLQJ 26WANRRYPGLQJ 2&RPRBYVDWLRQ
(TXLW\ FRPSHQVDWLRQV SODQV DSSURYHG E\ VHFXULW\ KROGHUV
(TXLW\ FRPSHQVDWLRQ SODQV QRW DSSURYHG E\ VHPXULW\ KROGHUY 2

7TRWDO HTXLW\ FRPSHQVDWLRQ SODQV
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5HFHQW 6DOHV Rl 8QUHJLVWHUHG 6HFXULWLHV
1RQH

3XUFKDVHV RI (TXLW\ 6HFXULWLHV E\ WKH ,VVXHU DQG $IILOLDWHG 3XUFKDVHUYV

2Q 0D\ WKH &RPSDQ\YVY ERDUG RI GLUHFWRUY DSSURYHG D UHVROXWLRQ DXWKRUL
DJJUHIJDWH SXUFKDVH SULFH RI XS WR PLOOLRQ IURP WLPH WR WLPH VXEMHFW WR FHUWD
'HFHPEHU 7KH VWRFN UHSXUFKDVH SURJUDP GLG QRW REOLJDWH WKH &RPSDQ\ WR

DQ\ VKDUHV XQGHU WKLV SODQ
6WRFN 3HUIRUPDQFH *UDSK

7KH IROORZLQJ WDEOH DQG JUDSK FRPSDUHV WKH FXPXODWLYH WRWDO VKDUHKROGHU UHWXU
I1DVGDT 5HIJLRQDO %DQN ,QGH[ 3.5;" IRU WKH SHULRG EHJLQQLQJ RQ -DQXDU\ WKURXJK 'H
LQ RXU FRPPRQ VWRFN DW WKH FORVLQJ SULFH RI SHU FRPPRQ VKDUH RWKHUZLVH UHIOF
WKH UHLQYHVWPHQW RI GLYLGHQGV LI DQ\ 7KH KLVWRULFDO VWRFN SULFH SHUIRUPDQFH IRL
VWRFN SHUIRUPDQFH
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'DWH %)67 6 3 .5;

,7(0 BHOHFWHG )LOQDQFLDO 'DWD
>5(6(59('@
,7(0 ODQDJIJMPHWAXVVLRQ DQG $QDO\VLV Rl )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV Rl 2SHUD

7KLY GLVFXVVLRQ SUHVHQWY PDQDJHPHQWfV DQDO\VLV RI RXU UHVXOWV RI RSHUDWLRC
GLVFXVVLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK RXU ILQDQFLDO VWDWHPHQWY DQG WI

7KH IROORZLQJ GLVFXVVLRQ DQG DQDO\VLV LV WR IRFXV RQ VLJQLILFDQW FKDQJHV LQ W

WR 'HFHPEHU DQG LWV UHVXOWYV Rl RSHUDWIZRKQV R XM LIRIU DH)QEG B Q DB FHIPE MY L
LQIRUPDWLRQ SUHVHQWHG HOVHZKHUH LQ WKLY 5HSRUW SDUWLFXODUO\ WR KLFR®@MRFEX\GILR
DQDO\VLY FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW DUH VXEMHFW WR FHUWDLQ UL
DUH UHDVRQDEOH EXW PD\ SURYH WR EH LQDFFXUDWH &HUWDLQ ULVNRW 20QFG URRON_LQQAIASADM
YDFWRUG HOVHZKHUH LQ WKLY VWDWHPHQW PD\ FDXVH DFWXDO UHVXOWV WR GLIIHU PDWHU
DSSHDULQJ LQ WKLV GLVFXVVLRQ DQG DQDO\VLV %XVLQHVV )LUVW DVVXPHV QR REOLJDWLR
VLIQLILFDQW FKDQJHV LQ WKH ILQDQFLDO FRQGLWLRQ RI %XVLQHVV )LUVW DQG LWV VXEVLG
WKH \HDU HQGHG 'HFHPEHU 3, WHPD Q EMHQERIMPE VMARWY DQG $QDO\WLV RI )LQDQFLDOLRRRGU
$QQXDO 5HSRUW RQ )RUP . IRU WKH \HDU HQGHG 'HFHPEHU ILOHG ZLWK W HZ B &Y RW
2727 VHFDIRY RQ WKW ZRESDWH ZZZ E EDQN FRP
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2YHUYLHZ

‘H DUH D UHJLVWHUHG ILQDQFLDO KROGLQJ FRPSDQ\ KHDGTXDUWHUHG LQ %DWRQ 5RXJH
FKDUWHUHG EDQN ZH SURYLGH D EURDG UDQJH RI ILQDQFLDO VHUYLFHV WDLORUHG WR PHHW
RXU SULRULW\ KDV EHHQ DQG FRQWLQXHV WR EH FUHDWLQJ VKDUHKROGHU YDOXH WKURXJK \
RXU UHJLRQ :H FRQVLGHU RXU SULPDU\ PDUNHW WR LQFOXGH WKH 6WDWH RI /RXLVLDQD WKH
DQG ORDQ SURGXFWLRQ RIILFHV LQ PDUNHWYV DFURVYV /RXLVLDQD DQG 7H[DV $V RI '"HFHPEHU
R ELOOLRQ DQG WRWDO VKDUHKROGHUVYT HTXLW\ RI PLOOLRQ

$V D ILQDQFLDO KROGLQJ FRPSDQ\ RSHUDWLQJ WKURXJK RQH UHSRUWDEOH RSHUDWLQJ
LQFRPH RQ ORDQV FXVWRPHU VHUYLFH DQG ORDQ IHHV DQG LQWHUHVW LQFRPH IURP VHFXL
H[SHQVH VXFK DV VDODULHY DQG HPSOR\HH EHQHILWY DQG RFFXSDQF\ H[SHQVHV :H DQDO\]F
H[SHQVH RI RXU OLDELOLWLHY WKURXJK RXU QHW LQWHUHVW PDUJLQ 1HW LQWHUHVW PDUJL(
LOQOWHUHVW LQFRPH LV WKH GLIIHUHQFH EHWZHHQ LQWHUHVW LQFRPH RQ LQWHUHVW HDUQLQ
VXFK DV GHSRVLWY DQG ERUURZLQJY ZKLFK DUH XVHG WR IXQG WKRVH DVVHWYV

&KDQJHY LQ WKH PDUNHW LQWHUHVW UDWHY DQG WKH LOQWHUHVW UDWHV ZH HDUQ RQ Lt
WASHV RI LQWHUHVW HDUQLQJ DVVHWV LQWHUHVW EHDULQJ DQG QRQLQWHUHVW EHDULQJ Ol
LOQWHUHVW VSUHDG QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW LQFRPH )JOXFWXDWLRQV L(
LQIODWLRQ GHIODWLRQ PDFURHFRQRPLF GHYHORSPHQWY FKDQJHV LQ XQHPSOR\PHQW WKH
IRUHLJQ ILQDQFLDO PDUNHWYV 3HULRGLF FKDQJHV LQ WKH YROXPH DQG W\SHV RI ORDQV LQ R
FRQGLWLRQV LQ RXU PDUNHWV DQG DFURVYV RXU UHJLRQ DV ZHOO DV GHYHORSPHQWYV DIIHF\
PDQXIDFWXULQJ DQG HQHUJ\ VHFWRUV ZLWKLQ RXU PDUNHWYV

KLOH ZH FRQWLQXH WR SULRULWL]H RUJDQLF JURZWK ZH DOVR VHHN WR FDSLWDOL]H X
KDYH FROQWULEXWHG WR RXU JURZWK )RU DGGLWILRQIDOHUQ HRIWP D VG RE QXR R/ WD MRETHW H GWFRIFDEWM
VWDWHPHQWY LQFOXGHG LQ ,WHP RI WKLV 5HSRUW

$FTXLVLWLRQ RI 7H[DV &LWL]JHQV %DQFRUS ,QF

2Q 2ZFWREHU ZH HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLUH 7H[DV &LW
&LWL]HQV %DQN 1DWLRQDO $VVRFLDWLRQ KHDGTXDUWHUHG LQ 3DVDGHQD 7H[DV 7KH DFTXLV
PLOOLRQ LQ WRWDO DVVHWYV PLOOLRQ LQ ORDQV DQG PLOOLRQ LQ WRWDO GHSRVLWYV

BUHIHUUHG 6WRFN ,VVXDQFH

2Q 6HSWHPEHU ZH HOWHUHG LQWR D VHFXULWLHV SXUFKDVH DJUHHPHQW ZLWK FHL
WR IORDWLQJ UDWH QRQ FXPXODWLYH SHUSHWXDO SUHIHUUHG VWRFN ZLWK QR SDU YDOXH |
TXDOLI\ DV DGGLWLRQDO 7LHU FDSLWDO XQGHU DSSOLFDEOH UHJXODWRU\ FDSLWDO JXLGHOL
RXU ERDUG RI GLUHFWRUV WKH 3%RDUG" QRQ FXPXODWLYH FDVK GLYLGHQGY DW D UDWH RI
WKH WKHQ FXUUHQW PRQWK VHFXUHG RYHUQLJKW ILQDQFLQJ UDWH 362)5° UHVHW TXDUWH
UHGHHPHG H[FHSW XQGHU FHUWDLQ FLUFXPVWDQFHV XQGHU WKH ILUVW ILYH \HDUV RI LVVX
DGGLWLRQDO FDSLWDO VXSSRUW WR WKH %DQN WR VXSSRUW JURZWK WR EHWWHU SRVLWLR
RI H[LVWLQJ GHEW DQG IRU JHQHUDO FRUSRUDWH SXUSRVHV

3XEOLF 2I1IHULQJ
2Q 2FWREHU ZH HOQOWHUHG LQWR DQ XQGHUZULWLQJ DJUHHPHQW ZLWK 6WHSKHQV

RI RXU FRPPRQ VWRFN SDU YDOXH SHU VKDUH LQ DQ XQGHUZULWWHQ SXEOLF RIIHULQJ D!
GLVFRXQWVY FRPPLVVLRQV DQG RIIHULQJ H[SHQVHV WKH QHW SURFHHGV RI WKH RIITHULQJ ZD"



7DEOH RI &RQWHQWYV
%DQN 7HUP )XQGLG%BBRJIUDP

2Q ODUFK WKH JHGHUDO 5HVHUYH GHYHORSHG WKH %7)3 ZKLFK RIIHUV ORDQV WR E
SDUWLFLSDWLQJ EDQNVY 8 6 WUHDVXULHV DJHQF\ VHFXULWLHVY DJHQF\ PRUWJDJH EDFNHG
FROODWHUDO SXUSRVHV 7KH %DQN SDUWLFLSDWHG LQ WKH %7)3 DQG SOHGJHG VHFEXULWLHV Z
RXWVWDQGLQJ %7)3 GHEW RI PLOOLRQ DW 'HFHPEHU 7KHVH ORDQV EHDU D IL[HG UDW
YJHGHUDO 5HVIMUYHFRPQW :LQGRZ

2Q $sSULO WKH %DQN RSHQHG WZR QHZ OLQHV RI FUHGLW IRU DGGLWLRQDO FRQWLQJI
5HVHUYH GLVFRXQW ZLQGRZ 7KH %DQN KDV QRW \HW GUDZQ RQ HLWKHU RI WKH OLQHV RI FU

6DOH RI /HHVYLOOH %DQNLQJ &HQWHU

2Q $XJIXVW ZH VROG WKH /HHVYLOOH EDQNLQJ FHQWHU ORFDWHG LQ /HHVYLOOH /R
/HHVYLOOH /RXLVLDQD LQ DFFRUGDQFH ZLWK WKH %UDQFK 3XUFKDVH DQG $VVXPSWLRQ $JUFK
ORDQV WR RWKHU QHDUE\ EDQNLQJ FHQWHUV 7KH VDOH LQFOXGHG WRWDO GHSRVLWYV RI F

/IRDQ 'HIHUUDOV

%HILQQLQJ RQ ODUFK ZH WRRN SURDFWLYH PHDVXUHV WR KHOS FXVWRPHUV LPSDFV
'"HFHPEHU ZH KDG GHIHUUDOV UHPDLQLQJ RQ ORDQV ZLWK DQ DJJUHJDWH RXWVWDQGI
SHULRGYV

,Q DFFRUGDQFH ZLWK )$6% DQG LQWHUDJHQF\ UHJXODWRU\ JXLGDQFH LVVXHG LQ ODUFK
$VVLVWDQFH 3URJUDP ZLOO QRW EH FRQVLGHUHG DV WURXEOHG GHEW UHVWUXFWXULQJV WR
$FW DV H[WHQGHG E\ WKH &RQVROLGDWHG $SSURSULDWLRQV $FW RI

JLQDQFLDO +LJKOLJKWV

7KH ILQDQFLDO KLJKOLJKWV DV RI DQG IRU WKH \HDU HQGHG 'HFHPEHU LQFOXGH

$ 7RWDO RIVVHENOOLRQ D PLOOLRQ RU LQFUHDVH IURP 'HFHPEHU

f 7RWDO ORDQV KHOR IRU EIQO/GIMMP HQW  PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

f 7RWDO GRBRVLEMMOOLRQ D PLOOLRQ RU LQFUHDVH IURP 'HFHPEHU

f 1HW LQFRPH DYDLODEOH WRIFRPPRIQQOHRQHWROGHRIMOOLRQ RU LQFUHDVH IURP WKH \I

$ 1HW LQWHURYW LQPRPBLRQ D PLOOLRQ RU LQFUHDVH IURP WKH \HDU HQGHG 'HF

f $Q DOORZDQFH IRRIFUHGRWWORWDEVWRDQV KHOG IRU LQYHVWPHQW FRPSDUHG WR D

WR WRWDO ORDQV KHOG IRU LQYHVWPHQW RI FRPSDUHG WR DV RI '"HFHPEHU

f (DUQLQJV SHU FRRRRW KHKDWBIU HQGHG 'HFHPEHU RI SHU EDVLF FRPPRQ VKDUH

SHU EDVLF FRPPRQ VKDUH DQG SHU GLOXWHG FRPPRQ VKDUH IRU WKH \HDU HQG

¥ 5HWXUQ WR FRPPRQ VKDUHKRB®IGHUVFR®@ LDYHHUI® WHRDVVHMRY WKH \HDU HQGHG 'HFHPEHU
¥ 5HWXUQ WR FRPPRQ VKDUHKROGHURIRQ D YHRMSBIUFRF WMRQ HTXLRY WKH \HDU HQGHG 'HFHPE

f &DSLWDO 5DWIZRWWQFBXBHBJH &RPPRQ (TXLW\ 7LHU 7LHU 5LVN EDVHG DQG 7RWDO 5L\
UHVSHFWLYHO\ FRPSDUHG WR 7LHU /HYHUDJH &RPPRQ (TXLW\ 7LHU  7LHU 5LVN EDVH
WKH \HDU HQGHG 'HFHPEHU



7DEOH RI &RQWHQWYV

¥ %RRN YDOXH SHU RRPPRQ DNRDIUHUHDVH RI IURP DW '"HFHPEHU

5HVXOWYV RI 2SHUDWLRQV IRU WKH <HDWOWDW(QGHG 'HFHPEHU
BHUIRUPDQFH 6XPPDU\

JRU WKH \HDU HQGHG 'HFHPEHU QHW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV
FRPPRQ VKDUH FRPSDUHG WR QHW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUYV RI PLO
\HDU HQGHG 'HFHPEHU 5HWXUQ WR FRPPRQ VKDUHKROGHUY RQ DYHUDJH DVVHWYV LQFUH
HQGHG 'HFHPEHU 5HWXUQ WR FRPPRQ VKDUHKROGHUYV RQ DYHUDJH FRPPRQ HTXLW\ LQFL
IRU WKH \HDU HQGHG 'HFHPEHU

I1HW ,QWHUHVW ,QFRPH

2XU RSHUDWLQJ UHVXOWY GHSHQG SULPDULO\ RQ RXU QHW LQWHUHVW LQFRPH FDOFXOD
DQG VHFXULWLHY DQG LQWHUHVW H[SHQVH RQ LOQWHUHVW EHDULQJ OLDELOLWLHV VXFK DV
RQ LQWHUHVW VHQVLWLYH DVVHWY DQG OLDELOLWLHV &KDQJHV LQ WKH DPRXQW DQG W\SH
YDULDQFH GULYHQ E\ WKH FKDQJHV LQ WKH DPRXQW DQG PL[ RI LQWHUHVW HDUQLQJ DVVHWYV
HDUQHG RQ LQWHUHVW HDUQLQJ DVVHWYVY DQG UDWHV SDLG RQ LOQWHUHVW EHDULQJ GHSRVL'

7R HYDOXDWH QHW LQWHUHVW LQFRPH ZH PHDVXUH DQG PRQLWRU \LHOGV RQ RXU OR
VRXUFHYV RXU QHW LQWHUHVW VSUHDG DQG RXU QHW LQWHUHVW PDUJLQ 1HW LQWHUH
LQWHUHVW EHDULQJ OLDELOLWLHV 1HW LQWHUHVW PDUJLQ LV FDOFXODWHG DV QHW LQWHUI
IXQGVY VXFK DV QRQLQWHUHVW EHDULQJ GHSRVLWY DQG VKDUHKROGHUVYT HTXLW\ DOVR IXQ
EHDULQJ VRXUFHVY :H FDOFXODWH DYHUDJH DVVHWY OLDELOLWLHVY DQG HTXLW\ XVLQJ D PR

JRU WKH \HDU HQGHG 'HFHPEHU QHW LQWHUHVW LQFRPH WRWDOHG PLOOLRQ DC
UHVSHFWLYHO\ )RU WKH \HDU HQGHG 'HFHPEHU QHW LQWHUHVW LQFRPH WRWDOHG
UHVSHFWLYHO\ 7KH DYHUDJH \LHOG RQ WKH ORDQ SRUWIROLR ZDV IRU WKH \HDU HQGHG "I
DYHUDJH \LHOG RQ WRWDO LQWHUHVW HDUQLQJ DVVHWYV ZDV IRU WKH \HDU HQGHG 'HFHPE|
HQGHG '"HFHPEHU RYHUDOO FRVW Rl IXQGV ZKLFK LQFOXGHVY QRQLQWHUHVW EHDULQJ

SULPDULO\ GXH WR WKH IHGHUDO UHVHUYH FRQWLQXLQJ WR LQFUHDVH UDWHYV GXULQJ WKl



7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH SUHVHQWYVY IRU WKH SHULRGVY LQGLFDWHG DQ DQDO\VLV RI QHW 1
OLDELOLWLHY WKH DYHUDJH DPRXQWYV RXWVWDQGLQJ DQG WKH LQWHUHVW HDUQHG RU SDL(
DVVHWY WKH DYHUDJH UDWH SDLG RQ LQWHUHVW EHDULQJ OLDELOLWLHVY DQG WKH QHW LQ
ORDQV WKDW DUH FODVVLILHG DV QRQDFFUXDO LV QRW UHFRJQL]HG LQ LQFRPH KRZHYHU W
HQGHG 'HFHPEHU DQG LOQWHUHVW LQFRPH QRW UHFRJQL]HG RQ QRQDFFUXDO OR
ORDQV FDUU\LQJ D JHUR \LHOG 7KH DYHUDJH WRWDO ORDQV UHIOHFWHG EHORZ LV QHW RI Gt
DQG DFFUHWH LQWHUHVW LQFRPH RYHU WKH UHPDLQLQJ OLYHV RI WKH UHVSHFWLYH ORDQV |
DUH PRQWK HQG DYHUDJHV

JRU WKH <HDUV (QGHG 'HFHPEHU

$YHUDJH ,QWHUHVW $YHUDJH ,QWHUHVW $YHUDJH ,QWHUHVW

2XWVWDQDBUQHG ,QWHWHWOM R XWVWDEBUQHG ,QWHWHWIN R XWVWDEBUQHG , QWS$NUHU/DM H

%DODQFH 3DLG <LHOG 5DWBODQFH 3DLG <LHOG 5DWHBODQFH 3DLG <LHOG 5D
'"ROODUV LQ WKRXVDQGV

$VVHWYV

,QWHUHVW HDUQLQJ DVVHWYV
7RWDO ORDQV

6HFXULWLHYV

,QWHUHVW EHDULQJ GHSRVLWV LQ
RWKHU EDQNYV
7RWDO LQWHUHVW HDUQLQJ
DVVHWYV

$OORZDQFH IRU ORDQ ORVVHV

1RQLQWHUHVW HDUQLQJ DVVHWYV

7RWDO DVVHWYV
/LDELOLWLHV DQG
BKDUHKROGHUV (TXLW\
,QWHUHVW EHDULQJ OLDELOLWLHYV
,QWHUHVW EHDULQJ GHSRVLWYV
6XERUGLQDWHG GHEW
6XERUGLQDWHG GHEW WUXVW
SUHIHUUHG VHFXULWLHV
%»DQN 7HUP )XQGLQJ 3URJUDP
$GYDQFHV IURP )+/%
JLUVW 1DWLRQDO %DQNHUV %DQN
)1%% /LQH RI &UHGLW
2WKHU ERUURZLQJV
7RWDO LQWHUHVW EHDULQJ
OLDELOLWLHV
1RQLQWHUHVW EHDULQJ OLDELOLWLHYV
1RQLQWHUHVW EHDULQJ GHSRVLWYV
2WKHU OLDELOLWLHV
7RWDO QRQLQWHUHVW EHDULQJ
OLDELOLWLHV
6KDUHKROGHUV HTXLW\
&RPPRQ VKDUHKROGHUV HTXLW\
BUHIHUUHG HTXLW\
7RWDO VKDUHKROGHUV HTXLW\
7RWDO OLDELOLWLHYV DQG
VKDUHKROGHUY_HTXLW\
1HW LQWHUHVW UDWH VSUHDG
1HW LQWHUHVW LQFRPH
1HW LQWHUHVW PDUJLQ
2YHUDOO FRVW RI IXQGV

IHW LQWHUHVW VSUHDG LV WKH DYHUDJH \LHOG RQ LQWHUHVW HDUQLQJ DVVHWYV PLQXV WKH DYHUDJ
1HW LQWHUHVW PDUJLQ LV HTXDO WR QHW LQWHUHVW LQFRPH GLYLGHG E\ DYHUDJH LQWHUHVW HDUC



7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH SUHVHQWY LQIRUPDWLRQ UHJDUGLQJ WKH GROODU DPRXQW RI FKD
FRPSRQHQW RI LQWHUHVW HDUQLQJ DVVHWY DQG LQWHUHVW EHDULQJ OLDELOLWLHY DQG G
WR FKDQJHV LQ LQWHUHVW UDWHVY )RU SXUSRVHV RI WKLV WDEOH FKDQJHV DWWULEXWDEO

JRU WKH <HDU (QGHG 'HFHPEHU FRPS
(QGHG 'HFHPEHU
_QFUHDVH 'HFUHDVH GXH WR FKI
9ROXPH 5DWH 7RWDO
"ROODUV LQ WKRXVDQGYV

,QWHUHVW HDUQLQJ DVVHWYV

7RWDO ORDQV

6HFEXULWLHYV

,QWHUHVW EHDULQJ GHSRVLWYV LQ RWKHU EDQNV
7RWDO LQFUHDVH LQ LQWHUHVW LQFRPH

,QWHUHVW EHDULQJ OLDELOLWLHV

,QWHUHVW EHDULQJ GHSRVLWYV

6XERUGLQDWHG GHEW

6XERUGLQDWHG GHEW WUXVW SUHIHUUHG VHEXULWLHV

%DQN 7HUP )XQGLQJ 3URJUDP

$GYDQFHV IURP )+/%

Y1%% /LQH Rl &UHGLW

2WKHU ERUURZLQJV
7RWDO LQFUHDVH LQ LQWHUHVW H[SHQVH

,QFUHDVH GHFUHDVH LQ QHW LQWHUHVW LQFRPH

JRU WKH <HDU (QGHG 'HFHPEHU FRP¢
(QGHG 'HFHPEHU
,QFUHDVH 'HFUHDVH GXH WR FKI
9ROXPH 5DWH 7RWDO
'ROODUV LQ WKRXVDQGV

,QWHUHVW HDUQLQJ DVVHWYV

7RWDO ORDQV

BHEFXULWLHYV

,QWHUHVW EHDULQJ GHSRVLWV LQ RWKHU EDQNV
7RWDO LQFUHDVH LQ LQWHUHVW LQFRPH

,QWHUHVW EHDULQJ OLDELOLWLHYV

,QWHUHVW EHDULQJ GHSRVLWYV

6XERUGLQDWHG GHEW

6XERUGLQDWHG GHEW WUXVW SUHIHUUHG VHFEXULWLHV
$GYDQFHV IURP )+/%

)1%% /LQH Rl &UHGLW

2WKHU ERUURZLQJV
7RWDO LQFUHDVH LQ LQWHUHVW H[SHQVH

,QFUHDVH GHFUHDVH LQ QHW LQWHUHVW LQFRPH

B3URYLVLRQ IRU &UHGLW /RVVHV

2XU SURYLVLRQ IRU FUHGLW ORVVHV LV D FKDUJH WR LQFRPH LQ RUGHU WR EULQJ RXU DO
GHVFULSWLRQ Rl WKH IDFWRUV WDNHQ LQWR DFFRXQW E\ PDQDPUG P BE WDIOF SFHINRIATPY A QR UV&I
7KH SURYLVLRQ IRU FUHGLW ORVVHV ZDV PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG
HQGHG 'HFHPEHU FRPSDUHG WR UHODWHV SULPDULO\ WR ORZHU ORDQ JURZWK LQ
UHVROXWLRQ RI DFTXLUHG 3&' ORDQV LQ RXU SRUWIROLR



7DEOH RI &RQWHQWYV
1RQLQWHUHY2W KGIRRFHF RPH

2XU SULPDU\ VRXUFHV RI QRQLQWHUHVW LQFRPH DUH VHUYLFH FKDUJHV RQ GHSRVLW DFFF
EDQN RZQHG OLIH LQVXUDQFH IHHVY DQG EURNHUDJH FRPPLVVLRQV DQG SDVV WKURXJK LQFR
SDUWQHUVKLSY DQG ILQWHFK WHFKQRORJ\ 3)LQWHFK”™ IXQGV 7KH IROORZLQJ WDEOH SUHVE

JRU WKH <HDUV (QGHG 'HFHPEHU
,QFUHDVH 'HF
'ROODUV LQ WKRXVDQGV

1RQLQWHUHVW LQFRPH
6HUYLFH FKDUJHY RQ GHSRVLW DFFRXQWV

'"HELW FDUG DQG $70 IHH LQFRPH

%DQN RZQHG OLIH LQVXUDQFH LQFRPH

*DLQ RQ VDOHV RI ORDQV

/RVV RQ VDOHV RI LQYHVWPHQW VHFXULWLHV
YJHHV DQG EURNHUDJH FRPPLVVLRQV

ORUWJDJH RULJLQDWLRQ LQFRPH

&RUUHVSRQGHQW EDQN LQFRPH

*DLQ RQ VDOHV RI RWKHU UHDO HVWDWH RZQHG
/RVV RQ VDOHV Rl RWKHU DVVHWYV

*DLQ RQ VDOH RI EDQNLQJ FHQWHU

*DLQ RQ H[WLQJXLVKPHQW RI GHEW

6ZDS )HH ,QFRPH

3DVV WKURXJK LQFRPH IURP RWKHU LQYHVWPHQWYV
2WKHU

7RWDO QRQLQWHUHVW LQFRPH

IRQLQWHUHVW LQFRPH IRU WKH \HDU HQGHG 'HFHPEHU LQFUHDVHG PLOOLRQ RU
VDPH SHULRG LQ 7KH FRPSRQHQWYV RI QRQLQWHUHVW LQFRPH ZLWK VLIJQLILFDQW IOXFWXI

6HUYLFH FKDUJHY RQHSHBRQLMW HDWF FRR®WXU FXVWRPHUV IRU GHSRVLW UHODWHG VHUYLFI
FRPSRQHQW RI RXU QRQLQWHUHVW LQFRPH 6HUYLFH FKDUJHV RQ GHSRVLW DFFRXQWV ZHUH
DQ LQFUHDVH RI PLOOLRQ RU

*DLQ RQ VDOHV KROGORIDQY RQ VDOHV RI ORDQV RI PLOOLRQ LQ FRPSDUHG WR LC
LQFUHDVHG 6%%$ ORDQ VDOH DFWLYLW\

/RVV RQ VDOHV RI LOYHKD/® HDRW WHF RQLWHHWDOHYV RI LQYHVWPHQW VHFXULWLHV RI PL
R PLOOLRQ 'XULQJ WKH IRXUWK TXDUWHU RI ZH VROG PLOOLRQ LQ VHFXULWLHYV DV
KLIK \LHOGLQJ LQYHVWPHQWY ZLWK DQ DYHUDJH ERRN \LHOG RI ORFNLQJ LQ KLJKHU \LH(
$V RI '"HFHPEHU ZH H[SHFW WR UHFRXS RXU ORVVHV ZLWKLQ \HDUV

*DLQ RQ VDOHY RI RWKHUKDED@HMVIDD WM RQQWHWIGH VDOHYV RU RWKHU UHDO HVWDWH RZQHG F
7KH PDMRULW\ RI WKH JDLQV RQ VDOH RI RWKHU UHDO HVWDWH LQ UHVXOWHG IURP W

/IRVV RQ VDOHY GLVSRVBDE RIGRWERVUDDVRHMRWPHU EDQN SUHPLVHV GXULQJ ZKLFK UH\
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*DLQ RQ VDOH RI BDQYROGQJIDFHMQAQWNH DI FHOQWHU ORFDWHG LQ /HHVYLOOH /RXLVLDQD WKDW U

*DLO RQ H[WLQJXLWKHP[MWQW®WJIR L \GKHEGN PLOOLRQ LQ VXERUGLQDWHG GHEW UHVXOWLQJ LQ L

6ZDS IHH LI K®BHVZDS IHH LQFRPH IURP EDFN WR EDFN LQWHUHVW UDWH VZDSV LQ WKH DPF

2WKHKILY FDWHJRU\ LQFOXGHY D YDULHW\ RI RWKHU LQFRPH SURGXFLQJ DFWLYLWLHV LQF¢
LQFRPH LQFUHDVHG RU IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VD

IRQLQWHUHVIWHEHQYVSHHQVH

*HQHUDOO\ QRQLQWHUHVW H[SHQVH LV FRPSRVHG RI DOO HPSOR\HH H[SHQVHV DQG FRVW
UHODWLRQVKLSY DQG SURYLGLQJ EDQN VHUYLFHVY 7KH ODUJHVW FRPSRQHQW RI QRQLQWHUF
RSHUDWLRQDO H[SHQVHV VXFK DV RFFXSDQF\ H[SHQVHY GHSUHFLDWLRQ DQG DPRUWL]DWLR
3)',& DVVHVVPHQWY GDWD SURFHVVLQJ H[SHQVHY DQG DGYHUWLVLQJ DQG SURPRWLRQ HJ

7KH IROORZLQJ WDEOH SUHVHQWY IRU WKH SHULRGY LQGLFDWHG WKH PDMRU FDWHJRULI
JRU WKH <HDUV (QGHG 'HFHPEHU

,QFUHDVH 'HF
'ROODUV LQ WKRXVDQGV

6DODULHY DQG HPSOR\HH EHQHILWYV

1RQ VWDII H[SHQVHV

2FFXSDQF\ RI EDQN SUHPLVHV

'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ

'DWD SURFHVVLQJ

)' & DVVHVVPHQW IHHV

/HIDO DQG SURIHVVLRQDO IHHV

$GYHUWLVLQJ DQG SURPRWLRQV

SWLOLWLHY DQG FRPPXQLFDWLRQV

$G YDORUHP VKDUHV WD][

'LUHFWRUV [IHHV

2WKHU UHDO HVWDWH RZQHG H[SHQVHYVY DQG ZULWH GRZQV
OHUJHU DQG FRQYHUVLRQ UHODWHG H[SHQVHV
2WKHU

7RWDO QRQLQWHUHVW H[SHQVH

1RQLQWHUHVW H[SHQVH IRU WKH \HDU HQGHG 'HFHPEHU LQFUHDVHG PLOOLRQ RU
WKH VDPH SHULRG LQ 7KH FRPSRQHQWY Rl QRQLQWHUHVW H[SHQVH ZLWK VLJQLILFDQW IO

6DODULHY DQG HPGIDARIHHHVHDGIGLMAVSOR\HH EHQHILWY DUH WKH ODUJHVW FRPSRQHQW RI
LOQFHQWLYH FRPSHQVDWLRQ EHQHILW SODQV KHDOWK LQVXUDQFH DQG SD\UROO WD[HV 6DOD

LQFUHDVH RI PLOOLRQ RU FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH ZDV
$V Rl '"HFHPEHU ZH KDG IXOO WLPH HTXLYDOHQW HPSOR\HHV FRPSDUHG WR IXOO Wl
LQFOXGHG VWRFN EDVHG FRPSHQVDWLRQ H[SHQVH RI PLOOLRQ DQG PLOOLRQ IRU WKH \H

'DWD SURFBWDLQURFHVVLQJ IHHV ZHUH PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHC



7DEOH RI &RQWHQWYV

)'.& DVVHVVPHQ& OWWNVVPHQW IHHV ZHUH PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQG
RU PDLQO\ GXH WR WKH LQFUHDVHG UHJXODWRU\ UDWHV E\ WKH )',&

2WKHU UHDO HVWDWH RZQHG® W KHUQW Y OD I@\GWDWLAYV R ZQRIGQON[SHQVHY DQG ZULWH GRZQV LQ
HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ $Q LQFUHDVH RI RU UHVXOWHG PDL
KROGLQJ IRU IXWXUH H[SDQVLRQ

OHUJHU DQG FRQYHUVI RQUUHO MDWKGFR [BHIMHWRQ UHODWHG H[SHQVHV IRU WKH \HDUV HQGt
LQ

2WKHKLY FDWHJRU\ LQFOXGHY YDULRXV RSHUDWLQJ DQG DGPLQLVWUDWLYH H[SHQVHV LQ
DQG FOXE GXHV LQVXUDQFH VXSSOLHV DQG SULQWLQJ HTXLSPHQW UHQW DQG VRIWZDUH V
WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ

,QFRPH 7D[ ([SHQVH

7KH DPRXQW RI LQFRPH WD[ H[SHQVH LV LQIOXHQFHG E\ WKH DPRXQWY RI RXU SUH WD[ LQF
DQG OLDELOLWLHY DUH UHIOHFWHG DW FXUUHQWO\ HQDFWHG LQFRPH WD[ UDWHV LQ HIIHFW IF
VHWWOHG $V FKDQJHV LQ WD[ ODZV RU UDWHYVY DUH HQDFWHG GHIHUUHG WD[ DVVHWY DQG Ol
HVWDEOLVKHG ZKHQ QHFHVVDU\ WR UHGXFH GHIHUUHG WD[ DVVHWV WR WKH DPRXQW H[SHFW

YRU WKH \HDU HQGHG 'HFHPEHU LQFRPH WD[ H[SHQVH WRWDOHG PLOOLRQ DQ LQFL
LQ YRU WKH \HDUV HQGHG 'HFHPEHU DQG RXU HIIHFWLYH WD[ UDWHV ZHUH DQ
ODUJHO\ GXH WR WKH 6HFWLRQ RI WKH 7D[ (TXLW\ DQ )LVFDO 5HVSRQVLELOLW\ $FW RI 33

JLQDQFLDO &RQGLWLRQ

2XU WRWDO DVVHWYV LQFUHDVHG PLOOLRQ RU IURP ELOOLRQ DV RI '"HFHPEHU
LQ RXU ORDQ SRUWIROLR DV ZHOO DV RXU FDVK DQG FDVK HTXLYDOHQWYV GXH WR RXU LQFU

/IRDQ 3RUWIROLR

2XU SULPDU\ VRXUFH RI LQFRPH LV LQWHUHVW RQ ORDQV WR LQGLYLGXDOV SURIHVVLRQD
SULPDULO\ RI FRPPHUFLDO ORDQV DQG UHDO HVWDWH ORDQV VHFXUHG E\ FRPPHUFLDO UHDO +
KLIKHVW \LHOGLQJ FRPSRQHQW RI RXU HDUQLQJ DVVHW EDVH

$V Rl '"HFHPEHU WRWDO ORDQV H[FOXGLQJ PRUWJDJH ORDQV KHOG IRU VDOH ZHUH
'HFHPEHU 7KH LQFUHDVH ZDV SULPDULO\ GXH WR WKH JURZWK LQ RXU 'DOODV )RUW :RU\
WKH %D\RX UHJLRQ $GGLWLRQDOO\ DQG LQ PRUWJDJH ORDQV ZHUH FODVVLILHG D

7TRWDO ORDQV KHOG IRU LQYHVWPHQW DV D SHUFHQWDJH RI GHSRVLWYV ZHUH DQG [
DV D SHUFHQWDJH RI DVVHWYV ZHUH DQG DV RI '"HFHPEHU DQG UHVSHFWLYHO\



7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH VXPPDUL]JHVY RXU ORDQ SRUWIROLR E\ W\SH Rl ORDQ DV Rl WKH GDW
$V Rl '"HFHPEHU $V Rl '"HFHPEHU

$PRXQW BHUFHQW S$PRXQW SHUFHQW
"ROODUV LQ WKRXVDQGV

5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO ORDQV KHOG IRU LQYHVWPHQW

5HDO (VWDWH CRRRIPPWH DELDEB[WHQVLRQV Rl FUHGLW VHFXUHG E\ RZQHU RFFXSLHG DQG QRC
VXFFHVVIXO RSHUDWLRQV Rl WKH SURSHUW\ *HQHUDO HFRQRPLF FRQGLWLRQV PD\ LPSDFW W
HVWDWH YDFDQF\ UDWHV DQG XQHPSOR\PHQW WUHQGY 5HDO HVWDWH FRPPHUFLDO ORDQV
ORDQV DUH XVXDOO\ UHSDLG WKURXJK UHILQDQFLQJ FDVK IORZ IURP WKH ERUURZHUYV RQJR

5HDO (VWDWH &RPPHUFLDO ORDQV LQFUHDVHG PLOOLRQ RU WR ELOOLRQ DV RI 'H

5HDO (VWDWH GRDOYWUFFWX®REY ORDQV WR VPDOO WR PLGVL]HG EXVLQHVVHV WR FRQVWU >
HVWDWH LQYHVWPHQW SURSHUWLHY DQG UHVLGHQWLDO GHYHORSPHQWY DQG WR D OHVVHU
5LVNV DVVRFLDWHG ZLWK WKHVH ORDQV LQFOXGH IOXFWXDWLRQV LQ WKH YDOXH RI UHDO HV
EDVHG RQ WKH DELOLW\ RI WKH FRQVWUXFWLRQ ORDQ ERUURZHU WR ILQDQFH WKH ORDQ RU
VHFRQGDU\ PDUNHW WHUPY DQG FULWHULD IRU SHUPDQHQW ILQDQFLQJ VLQFH WKH WLPH ZH I:

5HDO (VWDWH &RQVWUXFWLRQ ORDQV GHFUHDVHG PLOOLRQ RU WR PLOOLRQ DV

5HDO (VWDWHORBDQVGIHAWIXG® ILUVW DQG VHFRQG OLHQ IDPLO\ PRUWJDJH ORDQV DV ZtF
RFFXSLHG SULPDU\ UHVLGHQFHYV 7KH &RPSDQ\ LV H[SRVHG WR ULVN EDVHG RQ IOXFWXDWLRQ
ERUURZHUYV ILQDQFLDO FRQGLWLRQ ZKLFK FRXOG EH DIIHFWHG E\ QXPHURXV IDFWRUV LQF(
DOVR LQFOXGH PXOWL IDPLO\ UHVLGHQWLDO ORDQV RULJLQDWHG WR SURYLGH SHUPDQHQW IL!
SULPDULO\ UHOLHV RQ VXFFHVVIXO UHQWDO DQG PDQDJHPHQW RI WKH SURSHUW\

5HDO (VWDWH 5HVLGHQWLDO ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI

&RPPHUBRDQV LQFOXGH JHQHUDO FRPPHUFLDO DQG LQGXVWULDO RU &, ORDQV LQFOXGLC(
ILQDQFLQJ DVVHW DFTXLVLWLRQ H[SDQVLRQ DQG GHYHORSPHQW ORDQV ERUURZLQJ EDVH |
PDUNHWV WKDW DUH XQGHUZULWWHQ EDVHG RQ WKH ERUURZHUfV DELOLW\ WR VHUYLFH WKH

JHQHUDOO\ DUH VHUYLFHG SULQFLSDOO\ IURP WKH RSHUDWLRQV RI WKH EXVLQHVV DQG WKI
FDVK IORZV IURP WKH EXVLQHVYV ZKLFK PD\ EH LQIOXHQFHG E\ HYHQWV QRW XQGHU WKH FR(
UHJXODWLRQV FRXOG PDWHULDOO\ DIIHFW WKH DELOLW\ Rl WKH ERUURZHU WR UHSD\ WKH OR

&RPPHUFLDO ORDQV LQFUHDVHG PLOOLRQ RU WR ELOOLRQ DV RI '"HFHPEHU



7DEOH RI &RQWHQWYV

&RQVXPHU DORDQRWKRBOXGH D YDULHW\ RI ORDQV WR LQGLYLGXDOV IRU SHUVRQDO IDPL(
DQG WHUP ORDQV 7KH ULVN LV EDVHG RQ FKDQJHV LQ WKH ERUURZHUYfV ILQDQFLDO FRQGLWI
RWKHU SHUVRQDO KDUGVKLS DQG IOXFWXDWLRQV LQ WKH YDOXH RI WKH UHDO HVWDWH RU ¢

&RQVXPHU DQG RWKHU ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI "HFHP

7KH FRQWUDFWXDO PDWXULW\ UDQJHV RI ORDQV LQ RXU ORDQ SRUWIROLR DQG WKH DPRX
LQGLFDWHG DUH VXPPDUL]HG LQ WKH IROORZLQJ WDEOHYV

$V RI '"HFHPEHU
2QH 7TKURXJK ))K¥HH 7KURXJIK
2QH <HDU RU /HVV<HDUV JLIWHHQ <HBUVWHU )LIWHHQ <HBWWO
'ROODUV LQ WKRXVDQGV

5HDO (VWDWH /RDQYV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU
7RWDO ORDQV KHOG IRU LQYHVWPHOW

JL[HG UDWH ORDQV
5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7RWDO IL[HG UDWH ORDQV

JORDWLQJ UDWH ORDQV
5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO IORDWLQJ UDWH ORDQV




7DEOH RI &RQWHQWYV

$V RI '"HFHPEHU
2QH 7TKURXJK ))K¥HH 7KURXJIK
2QH <HDU RU /HVV<HDUV JLIWHHQ <HBUVHU )LIWHHQ <HBWWO
'ROODUV LQ WKRXVDQGV

5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO ORDQV KHOG IRU LQYHVWPHOW

JL[HG UDWH ORDQV

5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO

7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7RWDO IL[HG UDWH ORDQV

JORDWLQJ UDWH ORDQV

5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO

7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO IORDWLQJ UDWH ORDQV

I1RQSHUIRUPLQJ $VVHWYV

/RDQV DUH FRQVLGHUHG SDVW GXH LI WKH UHTXLUHG SULQFLSDO DQG LQWHUHVW SD\PHQ
QRQDFFUXDO VWDWXV ZKHQ LQ PDQDJHPHQWYTV RSLQLRQ WKH ERUURZHU PD\ EH XQDEOH WR
SURYLVLRQV /RDQV PD\ EH SODFHG RQ QRQDFFUXDO VWDWXV UHJDUGOHVV RI ZKHWKHU RU ¢t
XQSDLG DFFUXHG LQWHUHVW LV JHQHUDOO\ UHYHUVHG ,QWHUHVW LQFRPH LV VXEVHTXHQWO
LQWHUHVW PD\ EH UHFRJQL]HG RQ D FDVK EDVLY DV ORQJ DV WKH UHPDLQLQJ ERRN EDODQFH
SULQFLSDO DQG LQWHUHVW DPRXQWY FRQWUDFWXDOO\ GXH DUH EURXJKW FXUUHQW DQG IX\

:H KDYH VHYHUDO SURFHGXUHV LQ SODFH WR DVVLVW LQ PDLQWDLQLQJ WKH RYHUDOO TXL
E\ RXU EDQNHUV DQG ZH DOVR PRQLWRU RXU GHOLQTXHQF\ OHYHOV IRU DQ\ QHJDWLYH RU D
EHFRPH VXEMHFW WR LQFUHDVLQJ SUHVVXUHV IURP GHWHULRUDWLQJ ERUURZHU FUHGLW GX&H

‘H EHOLHYH RXU FRQVHUYDWLYH OHQGLQJ DSSURDFK DQG IRFXVHG PDQDJHPHQW RI QRQES
SUREOHP DVVHWYV :H KDG PLOOLRQ DQG PLOOLRQ LQ QRQSHUIRUPLQJ DVVHWYV DV RI "HF
ORDQV DV RI '"HFHPEHU FRPSDUHG WR PLOOLRQ DV RI '"HFHPEHU 7KH LQFUHDVH L
SULPDULO\ GXH WR WKH DGRSWLRQ RI &(&/ DQG WKH HOLPLQDWLRQ RI $6& ZKLFK H[FOXGH(



7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOHY SUHVHQW LQIRUPDWLRQ UHJDUGLQJ QRQSHUIRUPLQJ ORDQV DW W

$V RI '"HFHPEHU

"ROODUV LQ WKRXVDQGV

1RQDFFUXDO ORDQV
$FFUXLQJ ORDQV RU PRUH GD\V SDVW GXH
7RWDO QRQSHUIRUPLQJ ORDQV
2WKHU QRQSHUIRUPLQJ DVVHWYV
2WKHU UHDO HVWDWH RZQHG

&RPPHUFLDO UHDO HVWDWH FRQVWUXFWLRQ ODQG DQG ODQG GHYHORSPHQW

5HVLGHQWLDO UHDO HVWDWH
7RWDO RWKHU UHDO HVWDWH RZQHG
7RWDO QRQSHUIRUPLQJ DVVHWYV
5DWLR Rl QRQSHUIRUPLQJ ORDQV WR WRWDO ORDQV KHOG IRU LQYHVWPHQW
5DWLR Rl QRQSHUIRUPLQJ DVVHWY WR WRWDO DVVHWYV
5DWLR RI QRQDFFUXDO ORDQV WR WRWDO ORDQV KHOG IRU LQYHVWPHQW

$V RI '"HFHPEHU

"ROODUV LQ WKRXVDQGYV
1RQDFFUXDO ORDQV E\ FDWHJRU\
5HDO (VWDWH /RDQV

&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO

$V RI '"HFHPEHU RXU ORDQ SRUWIROLR LQFOXGHG ORDQV ZLWK DQ DJJUHJDWH RX\
WHPSRUDU\ SD\PHQW GHIHUUDOV RI SULQFLSDO DQG RU LQWHUHVW GXH WR WKH HIIHFW RI WK}
ZLWK DQ DJJUHIJDWH RXWVWDQGLQJ EDODQFH RI PLOOLRQ WKDW KDG SUHYLRXVO\ EHHQ .
UHIJXODWRU\ JXLGDQFH LVVXHG LQ ODUFK ORDQV WKDW ZHUH PRGLILHG XQGHU WKH WHUP
GHEW UHVWUXFWXULQJV WR WKH HIWHQW WKDW WKH\ PHHW WKH WHUPV RI VXFK JXLGDQFH X(
ULVN UDWLQJ DQG RU SDVW GXH VWDWXV WKURXJK WKH GHIHUUDO SHULRG 1RQH RI WKHVH Ot

SRWHQWLDO 3UREOHP /RDQV

JURP D FUHGLW ULVN VWDQGSRLQW ZH FODVVLI\ ORDQV LQ RQH RI IRXU FDWHJRULHV SD)
7KH FODVVLILFDWLRQV RI ORDQV UHIOHFW D MXGJPHQW DERXW WKH ULVNV RI GHIDXOW DQG
LV EHOLHYHG WR EH LQKHUHQW LQ HDFK FUHGLW 2XU PHWKRGRORJ\ LV VWUXFWXUHG VR WKTE
FRUUHVSRQGLQJ LQFUHDVH LQ ULVN RI ORVV RU GHFUHDVHG LQ DFFRUGDQFH ZLWK LPSURYH

&UHGLWY UDWHG VSHFLDO PHQWLRQ VKRZ FOHDU VLJQV RI ILQDQFLDO ZHDNQHVVHYV RU G
ZH JHQHUDOO\ H[SHFW WR H[SHULHQFH VLJQLILFDQW ORVV ZLWKLQ WKH VKRUW WHUP 6XFK FL
H[SRVXUH LV QRW DV SURPLQHQW DV FUHGLWYV ZLWK D ORZHU UDWLQJ

&UHGLWYV UDWHG VXEVWDQGDUG DUH WKRVH LQ ZKLFK WKH QRUPDO UHSD\PHQW RI SULQF
GHYHORSPHQWYV RI D ILQDQFLDO PDQDJHULDO HFRQRPLF RU SROLWLFDO QDWXUH RU LPSRUW
GLVWLQFW SRVVLELOLW\ 3URPSW FRUUHFWLYH DFWLRQ LV WKHUHIRUH UHTXLUHG WR UHGXFF
H[SRVXUH EHFRPHVY PRUH OLNHO\ LQ VXFK FUHGLWY DQG D VHULRXVY HYDOXDWLRQ RI WKH VHI



7DEOH RI &RQWHQWYV

&UHGLWY UDWHG GRXEWIXO KDYH DOO WKH ZHDNQHVVHV LQKHUHQW LQ WKRVH UDWHG VX
OLTXLGDWLRQ LQ IXO0 RQ WKH EDVLV RI FXUUHQWO\ H[LVWLQJ IDFWV FRQGLWLRQV DQG YD

7KH IROORZLQJ WDEOHV VXPPDUL]H RXU LQWHUQDO UDWLQJVY RI ORDQV KHOG IRU LQYHVWI
WKH SUHVHQWDWLRQ RI ORDQV LQ WKHLU FUHGLW TXDOLW\ FDWHJRULHY WKDW LV LQ FRPSOL

$V RI '"HFHPEHU
3DVV 6SHFLDO OHQWERQYDQGDU®RXEWIXO 7RWDO
'ROODUV LQ WKRXVDQGV

5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO

$V RI '"HFHPEHU
3DVV 6SHFLDO OHQWERQYDQGDU®RXEWIXO 7RWDO
'ROODUV LQ WKRXVDQGYV

5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO

$OORZDQFH IRU &UHGLW /RVVHV

‘H PDLQWDLQ DQ DOORZDQFH IRU FUHGLW ORVVHV ZKLFK LQFOXGHY ERWK RXU DOORZDQF
PDQDJHPHQWYV EHVW HVWLPDWH RI WKH FUHGLW ORVVHYV DQG ULVNV LQKHUHQW LQ WKH ORD
ORDQV RU JURXSV RI ORDQV ZKHUH WKH SUREDEOH ORVV FDQ EH LGHQWLILHG DQG UHDVRQI
DVVLIJQHG ULVN FODVVLILFDWLRQV RI ORDQV FKDQJHV LQ WKH QDWXUH RI WKH ORDQ SRUWII
HFRQRPLF IDFWRUVY DQG WKH HVWLPDWHG LPSDFW RI FXUUHQW HFRQRPLF FRQGLWLRQV RQ Ft
UHIHU W UWRLWLFDO $FFRXGBPWORY DQWHPIBWHRMWHGLW /RVVHV

,Q FRQQHFWLRQ ZLWK RXU UHYLHZ RI WKH ORDQ SRUWIROLR ZH FRQVLGHU ULVN HOHPHQ\
LQGLYLGXDO ORDQV 6RPH RI WKH ULVN HOHPHQWY ZH FRQVLGHU LQFOXGH

¥ IRU 5HDO (VWDWH &RPPHUFLDO ORDQV WKH GHEW VHUYLFH FRYHUDJH UDWLR LQFRPH
UHTXLUHPHQWYV RSHUDWLQJ UHVXOWY RI WKH RZQHU LQ WKH FDVH RI RZQHU RFFXSLH
YRODWLOLW\ RI LQFRPH SURSHUW\ YDOXH DQG IXWXUH RSHUDWLQJ UHVXOWV W\SLFDO

¥ IRU 5HDO (VWDWH &RQVWUXFWLRQ ORDQV WKH SHUFHLYHG IHDVLELOLW\ RI WKH SURM
RU WKH DELOLW\ WR OHDVH SURSHUW\ FRQVWUXFWHG IRU OHDVH WKH TXDOLW\ DQG QI
GHYHORSHU DQG WKH ORDQ WR YDOXH UDWLR



7DEOH RI &RQWHQWYV

f IRU 5HDO (VWDWH 5HVLGHQWLDO UHDO HVWDWH ORDQV WKH ERUURZHUfV DELOLW\ WR
DQG LQFRPH VWDELOLW\ WKH ORDQ WR YDOXH UDWLR DQG WKH DJH FRQGLWLRQ DQG

¥ IRU &RPPHUFLDO ORDQV WKH RSHUDWLQJ UHVXOWY RI WKH FRPPHUFLDO LQGXVWULDO
DQG H[SHUWLVH WKH VSHFLILF ULVNVY DQG YRODWLOLW\ RI LQFRPH DQG RSHUDWLQJ U}
RI FROODWHUDO

$V Rl '"HFHPEHU WKH DOORZDQFH IRU FUHGLW ORVVHV WRWDOHG PLOOLRQ RU
IRU FUHGLW ORVVHV WRWDOHG PLOOLRQ RU RI WRWDO ORDQV KHOG IRU LQYHVWPHQW
Rl WRWDO ORDQV KHOG IRU LQYHVWPHQW



7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOHYV SUHVHQW DV RI DQG IRU WKH SHULRGV LQGLFDWHG DQ DQDO\VL

JRU WKH <HDUV (QGHG 'HFHPEHU

'ROODUV LQ WKRXVDQGV

$YHUDJH ORDQV RXWVWDQGLQJ
*URVV ORDQV KHOG IRU LQYHVWPHQW RXWVWDQGLQJ HOG RI SHULRG
$00ORZDQFH IRU FUHGLW ORVVHY DW EHJLQQLQJ RI SHULRG
$GRSWLRQ RI $68
BURYLVLRQ IRU FUHGLW ORVVHYV
&KDUJH RIIV
5HDO (VWDWH
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH
&RPPHUFLDO
&RQVXPHU DQG RWKHU
7RWDO FKDUJH RIIV
5HFRYHULHV
5HDO (VWDWH
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH
&RPPHUFLDO
&RQVXPHU DQG RWKHU
7RWDO UHFRYHULHV
1HW FKDUJH RIIV
$0O0ORZDQFH IRU FUHGLW ORVVHV DW HQG RI SHULRG
5DWLR Rl DOORZDQFH IRU FUHGLW ORVVHV WR HQG RI SHULRG ORDQV KHOG IRU LQYHVWPHQW
5DWLR Rl QHW FKDUJH RIIV WR DYHUDJH ORDQV
5DWLR Rl DOORZDQFH IRU FUHGLW ORVVHV WR QRQDFFUXDO ORDQV

JRU WKH <HDUV (QGHG '"HFHPEHU

1HW &KDUJH RBRHWFHQW RIHW &KDUJH BHUFHQW RHW &KDUJH BRHUYFHQW R
5HFRYHULHWHUDJH /RDQYHFRYHULBYHUDJH /RDQ®HFRYHULKBYHUDJH /RD
'ROODUV LQ WKRXVDQGV

5HDO HVWDWH
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO 5HDO (VWDWH /RDQV
&RPPHUFLDO
&RQVXPHU DQG 2WKHU
7RWDO QHW FKDUJH RIIV_UHFRYHULHV




7DEOH RI &RQWHQWYV

$OWKRXJIJK ZH EHOLHYH WKDW ZH KDYH HVWDEOLVKHG RXU DOORZDQFH IRU ORDQ ORVVHV
SURYLGH IRU NQRZQ DQG HVWLPDWHG ORVVHV LQ WKH SRUWIROLR DW DOO WLPHV VKRZQ DER
SRUWIROLR ,I ZH H[SHULHQFH HFRQRPLF GHFOLQHYV RU LI DVVHW TXDOLW\ GHWHULRUDWHV P|

7KH IROORZLQJ WDEOH VKRZV WKH DOORFDWLRQ RI WKH DOORZDQFH IRU FUHGLW ORVVHV
DOORFDWLRQ RI WKH DOORZDQFH IRU FUHGLW ORVVHV DV VKRZQ LQ WKH WDEOH VKRXOG QHL
RIIV LQ IXWXUH SHULRGVY ZLOO QHFHVVDULO\ RFFXU LQ WKHVH DPRXQWY RU LQ WKH LQGLFDW

JRU WKH <HDUV (QGHG 'HFHPEHU

$PRXQW 3HUFHQW WR 7RARXQW 3HUFHQW WR BPWBROW 3HUFHQW WF
"ROODUV LQ WKRXVDQGYV

5HDO HVWDWH
&RPPHUFLDO
&RQVWUXFWLRQ
5HVLGHQWLDO
7RWDO UHDO HVWDWH
&RPPHUFLDO
&RQVXPHU DQG 2WKHU

7TRWDO DOORZDQFH IRU FUHGLW ORVVHV

6HFXULWLHV

:H XVH RXU VHFXULWLHVY SRUWIROLR WR SURYLGH D VRXUFH RI OLTXLGLW\ DQ DSSURSULD
DQG PHHW UHJXODWRU\ FDSLWDO UHTXLUHPHQWY $V RI '"HFHPEHU WKH FDUU\LQJ DPRXQ"
FRPSDUHG WR PLOOLRQ DV RI '"HFHPEHU 6HFXULWLHY UHSUHVHQWHG DQG

2XU LQYHVWPHQW SRUWIROLR FRQVLVWY HQWLUHO\ RI VHFXULWLHY FODVVLILHG DV DYDL(
XQUHDOL]JHG JDLQ RU ORVV DQG DQ\JDLQ RU ORVV LV UHSRUWHG RQ DQ DIWHU WD[ EDVLV D)\
WDEOHV VXPPDUL]H WKH DPRUWL]HG FRVW DQG HVWLPDWHG IDLU YDOXH RI LQYHVWPHQW VHF

$V RI '"HFHPEHU
*URVV 8QUHDOWJREY 8QUHDOL]HG
$PRUWL]HG &RVWDLQV /IRVVHV )DLU 9DOXF
'ROODUV LQ WKRXVDQGV

8 6 WUHDVXU\ VHFEXULWLHYV

8 6 JRYHUQPHQW DJHQFLHYV
&RUSRUDWH ERQGV

ORUWJDJH EDFNHG VHFXULWLHYV
OXQLFLSDO VHEXULWLHYV

7TRWDO




7DEOH RI &RQWHQWYV

$V RI '"HFHPEHU
*URVV 8QUHDOWJREY 8QUHDOL]HG
$PRUWL]JHG &RVWDLQV /RVVHV )DLU 9DOXF
'ROODUV LQ WKRXVDQGV

86 WUHDVXU\ VHFEXULWLHV

86 JRYHUQPHQW DJHQFLHV
&RUSRUDWH ERQGYV

ORUWJIDJH EDFNHG VHFXULWLHYV
OXQLFLSDO VHFXULWLHYV

7TRWDO

$00 Rl RXU PRUWJIDJH EDFNHG VHFXULWLHV DUH DJHQF\ VHFXULWLHV :H GR QRW KROG DG
REOLJDWLRQV FROODWHUDOL]JHG ORDQ REOLJDWLRQV SULYDWH ODEHO FROODWHUDOL]HG PR
'"HFHPEHU

7KH DOORZDQFH IRU FUHGLW ORVVHY HQFRPSDVVHVY SRWHQWLDO H[SHFWHG FUHGLW ORV'
UHYLHZLQJ KLVWRULFDO ORVV GDWD IRU ERWK RXU SRUWIROLR DQG VLPLODU W\SHV RI LQYH\
UHYLHZ RI WKH VHFXULWLHVY SRUWIROLR IRU H[SHFWHG FUHGLW ORVVHV LQFOXGHYVY DQ HYDO
RWKHU DYDLODEOH FUHGLW VXSSRUW DV ZHOO DV RXU H[SHFWDWLRQV RI WKH IRUHFDVWHG
TXDUWHUO\ WR FRQILUP WKDW FUHGLW ORVY HVWLPDWHY DUH DSSURSULDWH IRU WKH VHFXU
SRUWIROLR DV RI '"HFHPEHU ZDV QHJOLJLEOH DQG WKHUHIRUH QR DOORZDQFH IRU FUH(

B3ULRU WR WKH DGRSWLRQ RI $68 GHFOLQHV LQ WKH IDLU YDOXH RI DYDLODEOH IRU V
UHIOHFWHG LQ HDUQLQJVY DV UHDOL]HG ORVVHV ,Q HVWLPDWLQJ RWKHU WKDQ WHPSRUDU\ LP
L WKH OHQJWK RI WLPH DQG WKH H[WHQW WR ZKLFK WKH IDLU YDOXH KDG EHHQ OHVV WKDQ
DQG RXU DELOLW\ WR UHWDLQ RXU LQYHVWPHQW LQ WKH LVVXHU IRU D SHULRG RI WLPH VXIIL!

7KH IROORZLQJ WDEOHV VHW IRUWK WKH IDLU YDOXH PDWXULWLHY DQG DSSUR[LPDWHG Z|
DPRUWL]HG FRVW RI WKH VHFXULWLHYV SRUWIROLR DV RI WKH GDWHV LQGLFDWHG 7KH FRQWL
PRUWJDJH PDWXUHV

$V Rl '"HFHPEHU
$IWHU 2QH <HDU EXWWHWKL®H <HDUV EXW :LWKLQ 7HQ
LWKLQ 2QH <HDU JLYH <HDUV <HDUV $IWHU 7HQ <HDUV _7RWDO
$PRXQWLHOG $PRXQW__ <LHOG $PRXQW <LHOG $PRXQW<LHOG 7RWDO <LHOG
"'ROODUYV LQ WKRXVDQGYV

8 6 WUHDVXU\ VHFXULWLHV

8 6 JRYHUQPHQW DJHQFLHV
&RUSRUDWH ERQGV

ORUWJIDJH EDFNHG VHFXULWLHV
OXQLFLSDO VHFXULWLHV

7TRWDO




7DEOH RI &RQWHQWYV

$V RI '"HFHPEHU
$IWHU 2QH <HDU EX3WWHWRKLQH <HDUV EXW :LWKLQ 7HQ
LWKLQ 2QH <HDU JLYH <HDUV <HDUV $IWHU 7HQ <HDUV7RWDO
$PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG $PRXQW<LHOG 7RWDO <LHOG
'ROODUV LQ WKRXVDQGV

8 6 WUHDVXU\ VHFXULWLHV

86 JRYHUQPHQW DJHQFLHV

&RUSRUDWH ERQGV

ORUWJDJH EDFNHG VHFXULWLHV

OXQLFLSDO VHFXULWLHV
7RWDO

7KH FRQWUDFWXDO PDWXULW\ RI PRUWJDJH EDFNHG VHFXULWLHY FROODWHUDOL]HG PRUYV
OLIH EHFDXVH ERUURZHUV KDYH WKH ULJKW WR SUHSD\ WKHLU REOLJDWLRQV DW DQ\ WLPH
SULQFLSDO DPRXQWY DQG DUH EDFNHG E\ SRROV RI PRUWJDJH ORDQV DQG RWKHU ORDQV ZLV
VLIQLILFDQWO\ GXH WR WKH DELOLW\ RI D ERUURZHU WR SUHSD\ ORQWKO\ SD\GRZQV RQ PRU
GLITHUHQW WKDQ WKH VWDWHG FRQWUDFWXDO PDWXULW\ 'XULQJ D SHULRG RI LQFUHDVLQJ L
SUHSD\PHQWYV Rl SULQFLSDO DbQG FRQVHTXHQWO\ WKH DYHUDJH OLIH RI WKLV VHFXULW\ ZLO
VKRUWHQLQJ WKH HVWLPDWHG OLIH RI WKLV VHFXULW\ 7KH ZHLJKWHG DYHUDJH OLIH RI RXU 1
'"HFHPEHU

$V Rl '"HFHPEHU DQG ZH GLG QRW RZQ VHFXULWLHV RI DQ\ RQH LVVXHU IRU ZKLF
HTXLW\ DV RI VXFK UHVSHFWLYH GDWHV

$V RI '"HFHPEHU DQG WKH &RPSDQ\ KHOG RWKHU HTXLW\ VHFXULWLHV RI PLOOL
6%,&TV DQG ILQDQFLDO WHFKQRORJ\ 3)LQWHFK  IXQG LQYHVWPHQWYV

'"HSRVLWYV

:H RIITHU D YDULHW\ RI GHSRVLW DFFRXQWY KDYLQJ D ZLGH UDQJH RI LQWHUHVW UDWHYV D
SULPDULO\ RQ FRPSHWLWLYH SULFLQJ SROLFLHVY FRQYHQLHQW ORFDWLRQV DQG SHUVRQDOL

7TRWDO GHSRVLWYV DV RI '"HFHPEHU ZHUH ELOOLRQ DQ LQFUHDVH RI PLOOLRQ R
GHSRVLWYV ZHUH ELOOLRQ RU RI GHSRVLWYV DV RI '"HFHPEHU FRPSDUHG WR ELO
UHDVRQDEO\ SUDFWLFDEOH WR SURYLGH D SUHFLVH PHDVXUH RI XQLQVXUHG GHSRVLWV WK
DUH XVHG IRU UHJXODWRU\ UHSRUWLQJ UHTXLUHPHQWY IRU WKH FDOO UHSRUW

IRQLQWHUHVW EHDULQJ GHSRVLWYV DV RI '"'HFHPEHU ZHUH ELOOLRQ FRPSDUHG WR

$YHUDJH GHSRVLWV IRU WKH \HDU HQGHG 'HFHPEHU ZHUH ELOOLRQ DQ LQFUHDVH

ELOOLRQ 7KH DYHUDJH UDWH SDLG RQ WRWDO LQWHUHVW EHDULQJ GHSRVLWYV LQFUHDVHG

HQGHG 'HFHPEHU 7KH LQFUHDVH LQ DYHUDJH UDWHYV ZDV GULYHQ E\ WKH IHGHUDO UHVEF

DGGLWLRQ WKH VWDELOLW\ DQG WKH FRQWLQXHG JURZWK RI QRQLQWHUHVW EHDULQJ GHPD
DQG IRU WKH \HDU HQGHG 'HFHPEHU



7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH SUHVHQWY WKH PRQWKO\ DYHUDJH EDODQFHY DQG ZHLJKWHG DYH

JRU WKH <HDUV (QGHG 'HFHPEHU

$YHUDJH %DOBYHKWDIH 5SDVMHUDJH % DOBQHBIDIH 5D\
'ROODUV LQ WKRXVDQGYV

,QWHUHVW EHDULQJ GHPDQG DFFRXQWYV

1HJRWLDEOH RUGHU RI ZLWKGUDZDO 12: DFFRXQWYV
/[LPLWHG DFFHVV PRQH\ PDUNHW DFFRXQWY DQG VDYLQJV
&HUWLILFDWHY DQG RWKHU WLPH GHSRVLWYV ! N
&HUWLILFDWHY DQG. RWKHU WLPH GHSRVLWV

7TRWDO LQWHUHVW EHDULQJ GHSRVLWYV

IRQLQWHUHVW EHDULQJ GHPDQG DFFRXQWYV

7TRWDO GHSRVLWYV

7KH UDWLR RI DYHUDJH QRQLQWHUHVW EHDULQJ GHSRVLWY WR DYHUDJH WRWDO GHSRVLW
7KH IROORZLQJ WDEOH VHWV IRUWK WKH FRQWUDFWXDO PDWXULWLHYVY RI FHUWDLQ FHUWLII
&HUWLILFDWHYV RI

&HUWLILFDWHY 'RISRVLW RI
'"HSRVLW ORUH 7KDQ 7KURXJK

'ROODUV LQ WKRXVDQGV
PRQWKY RU OHVV

ORUH WKDQ PRQWKY EXW OHVV WKDQ PRQWKYV
ORUH WKDQ PRQWKV EXW OHVV WKDQ PRQWKYV
PRQWKV RU PRUH

7TRWDO

%RUURZLQJV

‘H XWLOL]H VKRUW WHUP DQG ORQJ WHUP ERUURZLQJVY WR VXSSOHPHQW GHSRVLWV WR IX!
WR SHULRGLFDOO\ UHSXUFKDVH RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VWRFN DQG IRU JHQF

)+/% DGYDAKAHW/% DOORZV XV WR ERUURZ RQ D EODQNHW IORDWLQJ OLHQ VWDWXV FROODV
WRWDO ERUURZLQJ FDSDFLW\ RI ELOOLRQ IRU ERWK SHULRGV ZDV DYDLODEOH XQGHU WKL
ZHLIJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH RI DV RI '"HFHPEHU DQG DV RI "HFI
\HDUV :H XWLOL]J]H WKHVH ERUURZLQJV WR PHHW OLTXLGLW\ QHHGY DQG WR IXQG FHUWDLQ IL



7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH SUHVHQWY RXU )+/% ERUURZLQJV DW WKH GDWHV LQGLFDWHG

)+/% $GYDQFHV
"ROODUV LQ 7KRXVDQG)

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
“HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

%DQN 7HUP YXQGE®WI)3URQG WDR FK WKH )HGHUDO 5HVHUYH ODXQFKHG WKH %7)3 ZKLF}
7KH ORDQV DUH VHFXUHG E\ SOHGJLQJ SDUWLFLSDWLQJ EDQNVY 8 6 WUHDVXULHV DJHQF\ VI
SOHGJHG VHFXULWLHY ZLOO EH YDOXHG DW SDU IRU FROODWHUDO SXUSRVHV 7KH %DQN SDUW
7KHVH ORDQV EHDU D IL[HG LQWHUHVW UDWH RI DQG PDWXUH RQ ODUFK

7KH IROORZLQJ WDEOH SUHVHQWY RXU %DQN 7HUP )XQGLQJ 3URJUDP ERUURZLQJVY DW WKH

%7)3
"ROODUV LQ 7KRXVDQGV

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

6XERUGLQDWHG 1RWH 36QUERIDGE HOIDIW § 8 R HIGMME H U ZH LVVXHG VXERUGLQDWHG QRWHV LQ
VXERUGLQDWHG QRWHYVY EHDU D IL[HG UDWH RI LQWHUHVW DW XQWLO '"HFHPEHU DQG
'"HFHPEHU DQG ZDV PLOOLRQ 7KHVH VXERUGLQDWHG QRWHV ZHUH LVVXHG IRU WK
IRUJHQHUDO FRUSRUDWH SXUSRVHVY DQG WR SURYLGH 7LHU FDSLWDO 7KH VXERUGLQDWHG

2Q ODUFK ZH LVVXHG PLOOLRQ LQ VXERUGLQDWHG QRWHV 7KHVH VXERUGLQDWH
IORDWLQJ UDWH EDVHG RQ D EHQFKPDUN UDWH SOXV EDVLV SRLQWYV WKHUHDIWHU WKURX.
PLOOLRQ 7KH VXERUGLQDWHG QRWHV DUH UHGHHPDEOH E\ WKH &RPSDQ\ DW LWV RSWLRQ

2Q $suULO ZH FRQVXPPDWHG WKH DFTXLVLWLRQ RI 66: 8QGHU WKH WHUPV RI WKH DFT
66: 7KLV VXERUGLQDWHG GHEW EHDUV LQWHUHVW DW D IL[HG UDWH RI WKURXJK $SULO

WKURXJK PDWXULW\ LQ 7KH EDODQFH RXWVWDQGLQJ DW ERWK 'HFHPEHU DQG ZD"
RSWLRQ EHJLQQLQJ LQ

2Q ODUFK ZH FRQVXPPDWHG WKH DFTXLVLWLRQ RI 7&%, $V SDUW RI WKH DFTXLVLWLF
PLOOLRQ EHDUV DQ DGMXVWDEOH LOQWHUHVW UDWH SOXV EDVLV SRLQWV EDVHG RQ D EHQF
$SULO PLOOLRQ EHDUV DQ DGMXVWDEOH LQWHUHVW UDWH SOXV EDVLV SRLQWV E
DQG ZzDV FDOODEOH EHJLQQLQJ '"HFHPEHU PLOOLRQ ZDV FDOOHG RQ 0D\ DQG FH
HWLQJXLVKHG GXULQJ WKH \HDU HQGHG 'HFHPEHU $V SDUW RI YDOXLQJ WKHVH WKUHH

PLOOLRQ WKDW ZLOO DFFUHWH RYHU ILYH WR VHYHQ \HDUV ZLWK PLOOLRQ DQG PLOOL
UHFRJQL]HG PLOOLRQ LQ JDLQV RQ WKH H[WLQJXLVKPHQW RI WKLV GHEW GXULQJ WKH \HDU



7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH SUHVHQWY WKH 6XERUGLQDWHG 'HEW DW WKH GDWHV LQGLFDWHG

6 XERUGLQDWHG '"HEW
'ROODUV LQ 7KRXVDQGV

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
"HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

J1% % UHYROYLQI1%% PODQREIWG XV WR ERUURZ RQ D UHYROYLQJ EDVLV XS WR PLOOLRQ
E\' D SOHGJH RI DQG VHFXULW\ LOWHUHVW LQ WKH FRPPRQ VWRFN RI RXU ZKROO\ RZQHG VXEVI
6WUHHW -RXUQDO 3ULPH UDWH 7KLV )1%% OLQH ZDV HVWDEOLVKHG IRU WKH SXUSRVH RI UHS

FRUSRUDWHKILXYUGIRYHRI FUHGLW ZDV SDLG LQ IXOO LQ ODUFK 7KLV OLQH RI FUHGLW ZDV U
EDODQFH DW '"HFHPEHU ,Q 0D\ ZH XWLOL]JHG WKH IXO0O DPRXQW RI WKLV OLQH RI P
-RXUQDO 3ULPH UDWH QRW WR EH OHVV WKDQ 7KLV OLQH RI FUHGLW ZDV SDLG LQ IXOO D¢

7TUXVW SUHIHUUQ GVKHFXHGEWVYWYO DFTXLVLWLRQ ZH DVVXPHG WKHLU REOLJDWLRQV RI I
PLOOLRQ LQ WUXVW SUHIHUUHG VHFXULWLHY LVVXHG E\ D WUXVW ,QWHUHVW RQ WKH MXC(
GHWHUPLQHG LQ WKH DJUHHPHQW SOXV ,QWHUHVW LV SD\DEOH TXDUWHUO\ 7KH DJUHHI
FRQVHFXWLYH TXDUWHUO\ SHULRGY 7KH WUXVW SUHIHUUHG VHFXULWLHVY GR QRW KDYH D"
RU XSRQ HDUOLHU UHGHPSWLRQ :H KDYH JXDUDQWHHG RQ D VXERUGLQDWHG EDVLV GL
JXDUDQWHH DJUHHPHQW DQG WKH LQGHQWXUH 3ULQFLSDO DQG LQWHUHVW SD\PHQWYV RQ WE
KROGHUV RI FRPPRQ VWRFN



7DEOH RI &RQWHQWYV
YJHGHUDO )XQGV 3XUFKDVHG /LQHV Rl &UHGLW 5HODWLRQVKLSV
‘H PDLQWDLQ )HGHUDO )XQGV 3XUFKDVHG /LQHV Rl &UHGLW 5HODWLRQVKLSY ZLWK WKH IRC
YHG )XQGV 3XUFKDVH

/ILPLWYV
'ROODUV LQ WKRXVDQGV

7,% 1DWLRQDO $VVRFLDWLRQ
31& %DQN

)1%%

JLUVW +RUL]RQ %DQN
6HUYLV)LUVW %DQN

7TRWDO
7KH IROORZLQJ WDEOH UHSUHVHQWY FRPELQHG )HGHUDO )XQGV 3XUFKDVHG /LQHV RI &UH¢

JHG )XQGV 3XUFKDVHG
'ROODUV LQ 7TKRXVDQGYV

"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
“HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

/ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV
/ILTXLGLW\

/ILTXLGLW\ LQYROYHV RXU DELOLW\ WR XWLOL]JH IXQGYVY WR VXSSRUW DVVHW JURZWK DQG
REOLJDWLRQV WR PDLQWDLQ UHVHUYH UHTXLUHPHQWY DQG RWKHUZLVH WR RSHUDWH RQ DQ
OLTXLGLW\ QHHGYV ZHUH SULPDULO\ PHW E\ FRUH GHSRVLWYV VHFXULW\ DQG ORDQ PDWXUL
DYDLODEOH EURNHUHG GHSRVLWV SXUFKDVHG IXQGV IURP FRUUHVSRQGHQW EDQNV WKH %D
RYHUQLJKW DGYDQFHV IURP WKH )+/% $V Rl '"HFHPEHU DQG ZH PDLQWDLQHG ILYH DQ
IRU HIWHQVLRQV RI FUHGLW ZLWK DQ DYDLODELOLW\ WR ERUURZ XS WR DQ DJJUHJDWH RI P
ZH KDG PLOOLRQ RXWVWDQGLQJ XQGHU WKHVH OLQHV RI FUHGLW 7KHUH ZHUH QR |



7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH LOOXVWUDWHY GXULQJ WKH SHULRGY SUHVHQWHG WKH PL[ RI RX
SHUFHQWDJH RI DYHUDJH WRWDO DVVHWYVY IRU WKH SHULRG LQGLFDWHG $YHUDJH DVVHWYV WR'
UHVSHFWLYHO\

JRU WKH <HDUV (QGHG 'HFH

6RXUFH RI )XQGYV
"HSRVLWV
1IRQLQWHUHVW EHDULQJ
,QWHUHVW EHDULQJ
6XERUGLQDWHG GHEW H[FOXGLQJ WUXVW SUHIHUUHG VHFXULWLHV
$GYDQFHV IURP )+/%
2WKHU ERUURZLQJV
%DQN 7HUP )XQGLQJ 3URJUDP
2WKHU OLDELOLWLHV
6KDUHKROGHUV HTXLW\
7RWDO
8VHV RI )XQGYV
/RDQV QHW RI DOORZDQFH IRU ORDQ ORVVHYV
6HFXULWLHY DYDLODEOH IRU VDOH
,OWHUHVW EHDULQJ GHSRVLWY LQ RWKHU EDQNV
2WKHU QRQLQWHUHVW HDUQLQJ DVVHWYV
7RWDO
$YHUDJH QRQLQWHUHVW EHDULQJ GHSRVLWY WR DYHUDJH GHSRVLWYV
$YHUDJH ORDQV WR DYHUDJH GHSRVLWYV

2XU SULPDU\ VRXUFH RI IXQGV LV GHSRVLWYV DQG RXU SULPDU\ XVH RI IXQGV LV ORDQV
IRUHVHHDEOH IXWXUH 2XU DYHUDJH ORDQV LQFUHDVHG IRU WKH \HDU HQGHG 'HFHPEHU
IXQGV LQ RYHUQLJKW GHSRVLWV ZLWK WKH )HGHUDO 5HVHUYH VHFXULWLHV LQWHUHVW EHL
ORDQ JURZWK 2XU VHFXULWLHV SRUWIROLR KDG D ZHLJKWHG DYHUDJH OLIH RI \HDUV DQG
R1 \HDUV DQG DQ HIIHFWLYH GXUDWLRQ RI \HDUV DV RI '"HFHPEHU

$V RI '"HFHPEHU ZH KDG RXWVWDQGLQJ ELOOLRQ LQ FRPPLWPHQWY WR H[WHQG FL
DQG FRPPHUFLDO OHWWHUV RI FUHGLW $V RI '"HFHPEHU ZH KDG RXWVWDQGLQJ ELOOL
ZLWK RXWVWDQGLQJ VWDQGE\ bQG FRPPHUFLDO OHWWHUV RI FUHGLW %HFDXVH FRPPLWPHQMW
WKH WRWDO RXWVWDQGLQJ PD\ QRW QHFHVVDULO\ UHIZH F\W ONDKOH 1D TR IME BYZ | MRMR b & GALDWLKR Q000G

$V RI '"HFHPEHU ZH KDG QR H[SRVXUH WR IXWXUH FDVK UHTXLUHPHQWY DVVRFLDWHC
KDG FDVK DQG FDVK HTXLYDOHQWY LQFOXGLQJ IHGHUDO IXQGV VROG RI PLOOLRQ DQG

&DSLWDO 5HVRXUFHYV
7TRWDO VKDUHKROGHUVY HTXLW\ LQFUHDVHG WR PLOOLRQ DV RI '"HFHPEHU FRPSDU

7KLV LQFUHDVH ZDV SULPDULO\ GXH WR QHW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGH
DIWHU WD[ HITHFW RI XQUHDOL]HG JDLQV LQ RXU LQYHVWPHQW VHFXULWLHV SRUWIROLR DQG

2Q -DQXDU\ RXU ERDUG RI GLUHFWRUYV GHFODUHG D TXDUWHUO\ GLYLGHQG LQ WKH I
JHEUXDU\ 7KH GLYLGHQG ZDV SDLG RQ )HEUXDU\
2Q -DQXDU\ RXU ERDUG RI GLUHFWRUV GHFODUHG D TXDUWHUO\ GLYLGHQG EDVHG X:

WKH DPRXQW RI SHU FRPPRQ VKDUH WR WKH FRPPRQ VKDUHKROGHUV RI UHFRUG DV RI )HEL



7DEOH RI &RQWHQWYV

7KH GHFODUDWLRQ DQG SD\PHQW RI GLYLGHQGY WR RXU VKDUHKROGHUYV DV ZHOO DV WK
UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ FDSLWDO OHYHOV FDVK UHTXLUHPHQWYV
DELOLW\ WR SD\ GLYLGHQGV LV ODUJHO\ GHSHQGHQW XSRQ WKH UHFHLSW RI GLYLGHQGV IUR
GLYLGHQGV WR RXU VKDUHKROGHUV

&DSLWDO PDQDJHPHQW FRQVLVWY RI SURYLGLQJ HTXLW\ WR VXSSRUW FXUUHQW DQG IXW)>
LOVWLWXWLRQYTV ILQDQFLDO VRXQGQHVYV $V D JHQHUDO PDWWHU )',& LQVXUHG GHSRVLWRU\
UHODWLYH WR WKH DPRXQW DQG W\SHV RI DVVHWY WKH\ KROG :H DUH VXEMHFW WR UHJXOD\

DQG 'HFHPEHU ZH DQG E %$1. ZHUH LQ FRPSOLDQFH ZLWK DOO DSSOLFDEOH UHJXODW
IRU SXUSRVHV Rl SURPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV $V ZH HPSOR\ RXU FDSLWDO I
GHSHQGLQJ RQ RXU OHYHO RI HDUQLQJV +RZHYHU ZH H[SHFW WR PRQLWRU DQG FRQWURO RX
VWDQGDUGY DSSOLFDEOH WR XV

7KH IROORZLQJ WDEOH SUHVHQWV WKH DFWXDO FDSLWDO DPRXQWY DQG UHJXODWRU\ FDS

$V Rl '"HFHPEHU

$PRXQW 5DWLR $PRXQW 5DWLR
'ROODUV LQ WKRXVDQGYV

%XVLQHVYV )LUVW

7TRWDO FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

&RPPRQ (TXLW\ 7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV
7LHU /HYHUDJH FDSLWDO WR DYHUDJH DVVHWYV

E %$1.

7TRWDO FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

&RPPRQ (TXLW\ 7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV
7LHU /HYHUDJH FDSLWDO WR DYHUDJH DVVHWYV

UHIHUUHG 6WRFN

2Q 6HSWHPEHU ZH HOQOWHUHG LQWR D VHFXULWLHYV SXUFKDVH DJUHHPHQW ZLWK FHUV
IORDWLQJ UDWH QRQ FXPXODWLYH SHUSHWXDO SUHIHUUHG VWRFN ZLWK QR SDU YDOXH IRU I
DV DGGLWLRQDO 7LHU FDSLWDO XQGHU DSSOLFDEOH UHJXODWRU\ FDSLWDO JXLGHOLQHV +R
Rl GLUHFWRUV QRQ FXPXODWLYH FDVK GLYLGHQGY DW D UDWH RI IRU WKH ILUVW ILYH \H
PRQWK VHFXUHG RYHUQLJKW ILQDQFLQJ UDWH 362)5° UHVHW TXDUWHUO\ SOXV EDVLV SR
XQGHU FHUWDLQ FLUFXPVWDQFHV XQGHU WKH ILUVW ILYH \HDUV RI LVVXDQFH

/IRQJ 7THUP 'HEW
JRU LQIRUPDWLRQ RQ RXU VXERUGLQDWHG GHEW SOHDVH UHIHU WR 3 %RUURZLQJV’
Y+/% $GYDQFHYV
$GYDQFHV IURP WKH )+/% WRWDOHG DSSUR[LPDWHO\ PLOOLRQ DQG PLOOLRQ DW 'HFF

WKH )+/% DGYDQFHVY ZHUH FROODWHUDOL]J]HG E\ D EODQNHW IORDWLQJ OLHQ RQ FHUWDLQ VHF.
DQG PDWXUH ZLWKLQ WHQ \HDUV $W 'HFHPEHU PLOOLRQ LQ DGYDQFHV ZHUH VKRUW



7DEOH RI &RQWHQWYV
%DQN 7HUP )XQGLWW73BWRIUDP

2Q 0DUFK WKH J)HGHUDO 5HVHUYH ODXQFKHG WKH %7)3 ZKLFK RIIHUV ORDQV WR EDC
SDUWLFLSDWLQJ EDQNVY 8 6 WUHDVXULHV DJHQF\ VHFXULWLHV DJHQF\ PRUWJDJH EDFNHG '
SDU IRU FROODWHUDO SXUSRVHV 7KH %DQN SDUWLFLSDWHG LQ WKH %7)3 DQG KDG RXWVWDQGC
DQG PDWXUH RQ ODUFK

&RQWUDFWXDO 2EOLJDWLRQV

7KH IROORZLQJ WDEOHV VXPPDUL]H FRQWUDFWXDO REOLJDWLRQV DQG RWKHU FRPPLWPHQV
PDWXULW\ GHSRVLW REOLJDWLRQV ZKLFK FRQVLVW RI IXWXUH FDVK SD\PHQWYV DVVRFLDWH
UHYROYLQJ OLQH RI FUHGLW DQG QRQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV 3D\PHQWV
$GYDQFHV IURP WKH )+/% WRWDOHG DSSUR[LPDWHO\ PLOOLRQ DQG PLOOLRQ DV RI 'HFH|
Y+/% DGYDQFHV ZHUH FROODWHUDOL]HG E\ D EODQNHW IORDWLQJ OLHQ RQ FHUWDLQ VHFXULW
PDWXULQJ ZLWKLQ WHQ \HDUV :H SDUWLFLSDWHG LQ WKH %7)3 LQ O0DUFK DQG DV RI 'HFHPEF
VHW WR PDWXUH RQ ODUFK ‘H H[SHFW WR HLWKHU UHILQDQFH WKH GHEW RU SD\ LW RII
Rl '"HFHPEHU 7KH VXERUGLQDWHG GHEW WRWDOHG PLOOLRQ DQG PLOOLRQ DV RI
LQWHUHVW DW D IL[HG UDWH RI WKURXJK 'HFHPEHU DQG D IORDWLQJ UDWH EDVHG R
PLOOLRQ RI WKLV VXERUGLQDWHG GHEW EHDUV LQWHUHVW DW D IL[HG UDWH RI WKURXJK
WKHUHDIWHU WKURXJK PDWXULW\ LQ PLOOLRQ RI WKLY VXERUGLQDWHG GHEW EHDUV Lt
EHQFKPDUN UDWH SOXV EDVLY SRLQWY WKHUHDIWHU WKURXJK PDWXULW\ LQ ‘H DFTXLU
WKRVH QRWHYV PLOOLRQ EHDUV DQ DGMXVWDEOH LQWHUHVW UDWH SOXV EDVLV SRLQW
FDOODEOH EHJLQQLQJ $SULO PLOOLRQ EHDUV DQ DGMXVWDEOH LQWHUHVW UDWH SO
"HFHPEHU DQG FDOODEOH EHJLQQLQJ 'HFHPEHU PLOOLRQ ZDV FDOOHG RQ 0D\

ZDV IXOO\ H[WLQJXLVKHG GXULQJ WKH \HDU HQGHG 'HFHPEHU $V SDUW RI YDOXLQJ WKH
SUHPLXP RI PLOOLRQ WKDW ZLOO DFFUHWH RYHU ILYH WR VHYHQ \HDUV ZLWK PLOOLRQ D¢
‘H UHFRJQL]HG PLOOLRQ LQ JDLQV RQ WKH H[WLQJXLVKPHQW RI WKLV GHEW GXULQJ WKH \H

$V RI '"HFHPEHU
ORUH WKDQ \HDWHDUV RU PRUH
EXW OHVV WKDEXW OHVV WKDQ
\HDU RU OHVWHDUYV \HDUV \HDUV RU PRURWDO
'ROODUV LQ WKRXVDQGV

1RQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV
7LPH GHSRVLWYV

6XERUGLQDWHG GHEW

$GYDQFHV IURP )+/%

%7)3

6XERUGLQDWHG GHEW WUXVW SUHIHUUHG VHFXULWLHYV
6HFXULWLHY VROG XQGHU DJUHHPHQWY WR UHSXUFKDVH
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW
&RPPLWPHQWY WR H[WHQG FUHGLW

7TRWDO




7DEOH RI &RQWHQWYV

$V RI '"HFHPEHU
ORUH WKDQ \HDWHDUV RU PRUH
EXW OHVV WKDEXW OHVV WKDQ
\HDU RU OHVWHDUYV \HDUV \HDUV RU PRURWDO
'ROODUV LQ WKRXVDQGV

1RQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV

7LPH GHSRVLWYV

6XERUGLQDWHG GHEW

$GYDQFHV IURP )+/%

6XERUGLQDWHG GHEW WUXVW SUHIHUUHG VHFXULWLHYV
BHFXULWLHYV VROG XQGHU DJUHHPHQWY WR UHSXUFKDVH
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW
&RPPLWPHQWY WR H[WHQG FUHGLW

7TRWDO

21l DODQFH 6KHHW ,WHPYV

,Q WKH QRUPDO FRXUVH RI EXVLQHVYV ZH HQWHU LQWR YDULRXV WUDQVDFWLRQV ZKLFK 1
HQWHU LQWR WKHVH WUDQVDFWLRQV WR PHHW WKH ILQDQFLQJ QHHGV RI RXU FXVWRPHUV 7
Rl FUHGLW ZKLFK LQYROYH WR YDU\LQJ GHJUHHV HOHPHQWV RI FUHGLW ULVN DQG LQWHUHYV

2XU FRPPLWPHQWY DVVRFLDWHG ZLWK RXWVWDQGLQJ VWDQGE\ DQG FRPPHUFLDO OHWWHU
LQGLFDWHG DUH VXPPDUL]JHG LQ WKH WDEOHVY DERYH %HFDXVH FRPPLWPHQWY DVVRFLDWHG :
VKRZQ GR QRW QHFHVVDULO\ UHIOHFW WKH DFWXDO IXWXUH FDVK IXQGLQJ UHTXLUHPHQWYV

6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW DUH FRQGLWLRQDO FRPPLWPHQWYV LVVXH
QRQSHUIRUPDQFH E\ WKH FXVWRPHU ZH KDYH ULJKWV WR WKH XQGHUO\LQJ FROODWHUDO ZK
UHFHLYDEOHYV FDVK DQG RU PDUNHWDEOH VHFXULWLHV 7KH FUHGLW ULVN WR XV LQ LVVXLQ.
FXVWRPHUYV

&RPPLWPHQWY WR H[WHQG FUHGLW DUH DJUHHPHQWY WR OHQG WR D FXVWRPHU DV ORQJ
JHQHUDOO\ KDYH IL[HG H[SLUDWLRQ GDWHV RU RWKHU WHUPLQDWLRQ FODXVHVY DQG PD\ UHTXI
EHLQJ IXOO\ GUDZQ XSRQ WKH WRWDO FRPPLWPHQW DPRXQWVY GLVFORVHG DERYH GR QRW Q
FUHGLWZRUWKLQHVVY RQ D FDVH E\ FDVH EDVLV 7KH DPRXQW RI FROODWHUDO REWDLQHG LI
HYDOXDWLRQ RI WKH FXVWRPHU



7DEOH RI &RQWHQWYV
,QWHUHVW 5DWH 6HQVLWLYLW\ DQG ODUNHW 5LVN

$V D ILQDQFLDO LQVWLWXWLRQ RXU SULPDU\ FRPSRQHQW RI PDUNHW ULVN LV VHQVLWLYL
PDQDJHPHQW ZLWK WKH JXLGHOLQHV IRU HIITHFWLYH LQWHUHVW UDWH ULVN PDQDJHPHQW DQ
SRVLWLRQ :H PDQDJH RXU VHQVLWLYLW\ SRVLWLRQ ZLWKLQ RXU HVWDEOLVKHG JXLGHOLQHYV

JOXFWXDWLRQV LQ LOWHUHVW UDWHY ZLOO XOWLPDWHO\ LPSDFW WKH OHYHO RI LQFRPH D
LOQWHUHVW HDUQLQJ DVVHWY DQG LOQWHUHVW EHDULQJ OLDELOLWLHY ,QWHUHVW UDWH ULV
UHIOHFWHG DV D ORVV RI IXWXUH QHW LQWHUHVW LQFRPH DQG RU D ORVV RI WKH FXUUHQW 11
WKH HITHFW RQ QHW LQWHUHVW LQFRPH DQG HFRQRPLF YDOXH RI HTXLW\ DQG WR SRVLWLRQ V
ZLWKRXW WDNLQJ RQ XQQHFHVVDU\ HDUQLQJ YRODWLOLW\

‘H VHHN WR PDQDJH RXU H[SRVXUH WR LQWHUHVW UDWHV E\ VWUXFWXULQJ RXU EDODQFH
FRQWUDFWV WR KHGJH LQWHUHVW UDWH ULVN LI LW LV DSSURSULDWH JLYHQ RXU ULVN SURIL
H[FKDQJH RU FRPPRGLW\ SULFH ULVN :H GR QRW RZQ DQ\ WUDGLQJ DVVHWYV

2XU H[SRVXUH WR LOQWHUHVW UDWH ULVN LV PDQDJHG E\ WKH DVVHW OLDELOLW\ FRPPLWW!|
GLUHFWRUVY ,Q GHWHUPLQLQJ WKH DSSURSULDWH OHYHO RI LQWHUHVW UDWH ULVN WKH FRP
SRWHQWLDO FKDQJHY LQ LQWHUHVW UDWHV UHJLRQDO HFRQRPLHV OLTXLGLW\ EXVLQHVV V
VHQVLWLYLW\ RI DVVHWV DQG OLDELOLWLHYV WR LQWHUHVW UDWH FKDQJHV WKH ERRN DQG ¥
FRPPLWPHQWY WR RULJLQDWH ORDQV DQG WKH PDWXULWLHV RI LQYHVWPHQWY DQG ERUURZLQ
GHSRVLWVY DQG FRQVXPHU DQG FRPPHUFLDO GHSRVLW DFWLYLW\ ODQDJHPHQW HPSOR\V PHW
EHWZHHQ LOQWHUHVW HDUQLQJ DVVHWY DQG LQWHUHVW EHDULQJ OLDELOLWLHV DQG DQ LQW

‘H XVH LOWHUHVW UDWH ULVN VLPXODWLRQ PRGHOV DQG VKRFN DQDO\VLVY WR WHVW WKH
FKDQJHV LQ LOWHUHVW UDWHY RQ RWKHU ILQDQFLDO PHWULFV &RQWUDFWXDO PDWXULWLHYV
DVVXPSWLRQV PDWXULW\ GDWD DQG RSWLRQDOLW\ 'HSRVLW DVVXPSWLRQV VXFK DV UHSULF
ORGHO DVVXPSWLRQV DUH UHYLVHG DQG XSGDWHG RQ D UHJXODU EDVLY DV GLUHFWHG E\ SR
XQFHUWDLQ DQG DV D UHVXOW WKH PRGHO FDQQRW SUHFLVHO\ PHDVXUH IXWXUH QHW LQWH
LQWHUHVW LQFRPH $FWXDO UHVXOWY ZLOO GLIIHU IURP WKH PRGHOYfV VLPXODWHG UHVXOWYV
PDUNHW FRQGLWLRQV FXVWRPHU EHKDYLRU DQG WKH DSSOLFDWLRQ DQG WLPLQJ RI YDULRX

2Q bw OHDVW D TXDUWHUO\ EDVLV ZH UXQ VLPXODWLRQ PRGHOV WR FDOFXODWH SRWHQW
WKH VLPXODWLRQV DUH UHIOHFWHG LQ SROLF\ DV GLUHFWHG E\ $/&2

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH VLPXODWHG FKDQJH LQ QHW LQWHUHVW LQFRPH D

$V Rl '"HFHPEHU

3HUFHQW &KDQ3HURHQW &KDQ3HURHQW &KDQ3HUFRHQW &KDQ
1HW ,QWHUHVW)DLU 9DOXH Rl 1HW ,QWHUHVWDLU 9DOXH R
&KDQJH LQ ,QWHUHVW 5DWHV %DVLV 3RIRRWM (TXLW\ ,QFRPH (TXLW\

%DVH



7DEOH RI &RQWHQWYV
7KH UHVXOWV Rl WKH VLPXODWLRQV DUH SULPDULO\ GULYHQ E\ WKH FRQWUDFWXDO FKDUI
,PSDFW Rl ,QIODWLRQ

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG UHODWHG QRWHYVY LQFOXGHG HOVHZKH
PHDVXUHPHQW RI ILQDQFLDO SRVLWLRQ DQG RSHUDWLQJ UHVXOWY LQ WHUPV RI KLVWRULFDO
LQIODWLRQ RU UHFHVVLRQ

8QOLNH PDQ\ LQGXVWULDO FRPSDQLHY VXEVWDQWLDOO\ DOO RI RXU DVVHWYVY DQG OLDELO
RXU SHUIRUPDQFH WKDQ WKH HIIHFWV RI JHQHUDO OHYHOV RI LQIODWLRQ ,QWHUHVW UDWHYV
JRRGY DQG VHUYLFHV +RZHYHU RWKHU RSHUDWLQJ H[SHQVHVY GR UHIOHFW JHQHUDO OHYHO"

1RQ *$$3 )LQDQFLDO OHDVXUHV

2XU DFFRXQWLQJ DQG UHSRUWLQJ SROLFLHY FRQIRUP WR *$$3 DQG WKH SUHYDLOLQJ SUD
RQ FHUWDLQ DGGLWLRQDO QRQ *$$3 ILQDQFLDO PHDVXUHV :H FODVVLI\ D ILQDQFLDO PHDVXUH
LQFOXGHV DPRXQWYV RU LV VXEMHFW WR DGMXVWPHQWY WKDW KDYH WKH HIIHFW RI H[FOXGL
GLUHFWO\ FRPSDUDEOH PHDVXUH FDOFXODWHG DQG SUHVHQWHG LQ DFFRUGDQFH ZLWK *$$3 D
VKHHWY RU VWDWHPHQWYV RI FDVK IORZV 1RQ *$$3 ILQDQFLDO PHDVXUHV GR QRW LQFOXGH F
XVLQJ H[FOXVLYHO\ HLWKHU ILQDQFLDO PHDVXUHY FDOFXODWHG LQ DFFRUGDQFH ZLWK *$$3 F
ERWK

7KLV GLVFXVVLRQ DQG DQDO\VLV VHFWLRQ LQFOXGHV FHUWDLQ QRQ *$$3 ILQDQFLDO PHD
VXEVWLWXWH IRU FRPSDUDEOH *$$3 PHDVXUHV 7KHVH PHDVXUHV W\SLFDOO\ DGMXVW LQFRP
WKDW LQ PDQDJHPHQWYIV RSLQLRQ FDQ GLVWRUW SHULRG WR SHULRG FRPSDULVRQV Rl %XVLC
PHDVXUHV LQFOXGH UHDOL]HG DQG XQUHDOL]HG JDLQV ORVVHV RQ IRUPHU EDQN SUHPLVHV I
LQFOXGLQJ EXW QRW OLPLWHG WR OHJDO FRVWV V\VWHP FRQYHUVLRQ FRVWVY VHYHUDQFF
LQWDQJLEOH DVVHWYV IURP ERRN YDOXH DQG VKDUHKROGHUVY HTXLW\

ODQDJHPHQW EHOLHYHY SUHVHQWDWLRQV RI WKHVH QRQ *$$3 ILQDQFLDO PHDVXUHV SUR\
WKH RSHUDWLQJ UHVXOWV RI WKH &RPSDQ\TV FRUH EXVLQHVV 7KHVH QRQ *$$3 GLVFORVXUH
RWKHU FRPSDQLHV <RX VKRXOG XQGHUVWDQG KRZ VXFK RWKHU EDQNLQJ RUJDQL]DWLRQV FD!
PHDVXUHV ZH KDYH GLVFXVVHG LQ WKLY VWDWHPHQW ZKHQ FRPSDULQJ VXFK QRQ *$$3 ILQDQ

&RUH 1HW &RBRPHHW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV IRU WKH \HDU HQGHG '
FRPSDUHG WR FRUH QHW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV RI PLOOLRQ RU
LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV IRU WKH \HDU HQGHG 'HFHPEHU LQFOXGI
RQ WKH VDOH RI RXU /HHVYLOOH /RXLVLDQD EDQNLQJ FHQWHU PLOOLRQ LQ D JDLQ RQ WKt
DWWULEXWHG WR WKH PLOOLRQ VXERUGLQDWHG GHEW UHGHPSWLRQ LQ DFTXLVLWLR

LQ ORVVHV RQ WKH VDOHV RI VHFXULWLHV LQ LQVXUDQFH UHLPEXUVHPHQWYV IURP
SUHPLVHVY DQG HTXLSPHQW PLOOLRQ LQ DFTXLVLWLRQ UHODWHG H[SHQVHV DQG PLOOG



7DEOH RI &RQWHQWYV

JRU WKH <HDUV (QGHG 'HFHPEHU

'ROODUV LQ WKRXVDQGYV H[FHSW SHU VI

,QWHUHVW ,QFRPH
,QWHUHVW LQFRPH

&RUH LQWHUHVW LQFRPH

LOQWHUHVW ([SHQVH
,QWHUHVW H[SHQVH

&RUH LQWHUHVW H[SHQVH

BURYLVLRQ IRU &UHGLW /RVVHV
BURYLVLRQ IRU FUHGLW ORVVHYV

&RUH SURYLVLRQ H[SHQVH

2WKHU ,QFRPH
2WKHU LQFRPH
/RVVHV RQ IRUPHU EDQN SUHPLVHYV DQG HTXLSPHQW
*DLQV ORVVHV RQ VDOH RI VHFXULWLHV
,QVXUDQFH UHLPEXUVHPHQW RI VWRUP H[SHQGLWXUHV
*DLQ RQ VDOH RI EUDQFK
*DLQ RQ H[WLQJXLVKPHQW RI GHEW

&RUH RWKHU LQFRPH

2WKHU ([SHQVH
2WKHU H[SHQVH
$FTXLVLWLRQ UHODWHG H[SHQVHYV
:ULWH GRZQ RI IRUPHU EDQN SUHPLVHYV
2FFXSDQF\ DQG EDQN SUHPLVHV VWRUP UHSDLU

&RUH RWKHU H[SHQVH

3UH 7.0FRPH
3UH WD[ LQFRPH
/RVVHV RQ IRUPHU EDQN SUHPLVHY DQG HTXLSPHQW
*DLQV ORVVHV RQ VDOH RI VHFXULWLHV
,QVXUDQFH UHLPEXUVHPHQW RI VWRUP H[SHQGLWXUHV
*DLQ RQ VDOH RI EUDQFK
*DLQ RQ H[WLQJXLVKPHQW RI GHEW
$FTXLVLWLRQ UHODWHG H[SHQVHV
:ULWH GRZQ RI IRUPHU EDQN SUHPLVHYV
2FFXSDQF\ DQG EDQN SUHPLVHV VWRUP UHSDLU

&RUH SUH WD[ LQFRPH

BURYLVLRQ IRU ,QFRPH 7D[HV
3URYLVLRQ IRU LQFRPH WD[HV
7D[ RQ ORVVHV RQ IRUPHU EDQN SUHPLVHY DQG HTXLSPHQW
7D[ RQ JDLQV ORVVHV RQ VDOH RI VHFXULWLHV
7D[ RQ LQVXUDQFH UHLPEXUVHPHQW RI VWRUP H[SHQGLWXUHV
7D[ RQ JDLQ RQ VDOH RI EUDQFK
7D[ RQ JDLQ RQ H[WLQJXLVKPHQW RI GHEW
7D[ RQ DFTXLVLWLRQ UHODWHG H[SHQVHV
7D[ RQ ZULWH GRZQ RI IRUPHU EDQN SUHPLVHV
7D[ RQ RFFXSDQF\ DQG EDQN SUHPLVHY VWRUP UHSDLU

&RUH SURYLVLRQ IRU LQFRPH WD[HV

BUHIHUUHG '"LYLGHQGV
SUHIHUUHG GLYLGHQGV

&RUH SUHIHUUHG GLYLGHQGV

1HW ,QFRPH $YDLODEOH WR &RPPRQ 6KDUHKROGHUYV
1HW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV
/IRVVHVY RQ IRUPHU EDQN SUHPLVHV DQG HTXLSPHQW QHW RI WD]|
*DLQV ORVVHV RQ VDOH RI VHFXULWLHY QHW RI WD]

,QVXUDQFH UHLPEXUVHPHQW RI VWRUP H[SHQGLWXUHV QHW RI WD[

*DLQ RQ VDOH RI EUDQFK QHW RI WDJ

*DLQ RQ H[WLQJXLVKPHQW RI GHEW QHW RI WD]
$FTXLVLWLRQ UHODWHG H[SHQVHV QHW RI WDJ

:ULWH GRZQ RI IRUPHU EDQN SUHPLVHY QHW RI WD]
2FFXSDQF\ DQG EDQN SUHPLVHV VWRUP UHSDLU QHW RI WD]

&RUH QHW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV

'LOXWHG (DUQLQJV 3HU &RPPRQ 6KDUH
'LOXWHG HDUQLQJV SHU FRPPRQ VKDUH
/IRVVHV RQ IRUPHU EDQN SUHPLVHV DQG HTXLSPHQW QHW RI WD]
*DLQV ORVVHV RQ VDOH RI VHFXULWLHY QHW RI WD]

,QVXUDQFH UHLPEXUVHPHQW RI VWRUP H[SHQGLWXUHV QHW RI WD]

*DLQ RQ VDOH RI EUDQFK QHW RI WDJ

*DLQ RQ H[WLQJXLVKPHQW RI GHEW QHW RI WD]
$FTXLVLWLRQ UHODWHG H[SHQVHYV QHW RI WDJ

:ULWH GRZQ RI IRUPHU EDQN SUHPLVHY QHW RI WD]
2FFXSDQF\ DQG EDQN SUHPLVHVY VWRUP UHSDLU QHW RI WD]

&RUH GLOXWHG HDUQLQJYV SHU FRPPRQ VKDUH

7D[ UDWHV H[FOXVLYH RI FHUWDLQ QRQGHGXFWLEOH DFTXLVLWLRQ UHODWHG H[SHQVHVY DQG JRRGZLOO

DSSOLFDEOH SHULRGV

,QFOXGHV PHUJHU DQG FRQYHUVLRQ UHODWHG H[SHQVHV DQG VDODU\ DQG HPSOR\HH EHQHILWYV



7DEOH RI &RQWHQWYV

7DQJLEOH %RRN 9DOXH BHQIJERROPARERBKDWMHOXH SHU FRPPRQ VKDUH LV D QRQ *$$3 PHDVXUL
EDQNHUV WR HYDOXDWH ILQDQFLDO LQVWLWXWLRQV :H FDOFXODWH WDQJLEOH FRPPRQ HT1
LQWDQJLEOH DVVHWYV QHW RI DFFXPXODWHG DPRUWL]DWLRQ DQG WDQJLEOH ERRN YDOXH
RXWVWDQGLQJ 7KH PRVW GLUHFWO\ FRPSDUDEOH *$$3 ILQDQFLDO PHDVXUH IRU WDQJLEOH EF

7KH IROORZLQJ WDEOH UHFRQFLOHV DV RI WKH GDWHYV VHW IRUWK EHORZ WRWDO VKDUH
VKDUH FRPSDUHG WR ERRN YDOXH SHU FRPPRQ VKDUH

$V RI '"HFHPEHU

'ROODUV LQ WKRXVDQGV H[FHSW SHU
8QDXGLWHG
7DQJLEOH &RPPRQ (TXLW\
7TRWDO VKDUHKROGHUV HTXLW\
SBUHIHUUHG VWREN
7TRWDO FRPPRQ VKDUHKROGHUV HTXLW\
$GMXVWPHQWYV
*RRGZLOO
&RUH GHSRVLW DQG FXVWRPHU LQWDQJLEOHYV
7RWDO WDQJLEOH FRPPRQ HTXLW\
&RPPRQ VKDUHV RXWVWDQGLQJ
%RRN YDOXH SHU FR. . .. v o
7TDQJLEOH ERRN YDOXH SHU FRPPRQ VKDUHV

([FOXGHV WKH GLOXWLYH HIIHFW LI DQ\ RI DQG VKDUHV RI FRPPRQ VWRFN LVVXDEOH XSR
DQG UHVSHFWLYHO\



7DEOH RI &RQWHQWYV

7DQJLEOH &RPPRQ (TXLWVI/@IZEQBLERHP RQVHT™WM W\ WR WDQJLEOH DVVHWYV LV D QRQ *$$3
LQYHVWPHQW EDQNHUV WR HYDOXDWH ILQDQFLDO LQVWLWXWLRQV :H FDOFXODWH WDQJLEOI
GHSRVLW DQG FXVWRPHU LQWDQJLEOH DVVHWY QHW RI DFFXPXODWHG DPRUWL]DWLRQ 7KH P
DVVHWY LV WRWDO FRPPRQ VKDUHKROGHUVY HTXLW\ WR WRWDO DVVHWYV

7KH IROORZLQJ WDEOH UHFRQFLOHV DV RI WKH GDWHV VHW IRUWK EHORZ WRWDO VKDUH

$V RI '"HFHPEHU

"ROODUV LO WKRXVDQGV H[FHSW SHU °
8QDXGLWHG

7DQJLEOH &RPPRQ (TXLW\

7RWDO VKDUHKROGHUV HTXLW\

3UHIHUUHG VWRFN

7RWDO FRPPRQ VKDUHKROGHUV HTXLW\
$GMXVWPHQWYV

*RRGZLOO

&RUH GHSRVLW DQG FXVWRPHU LQWDQJLEOHYV
7RWDO WDQJLEOH FRPPRQ HTXLW\
7DQJLEOH $VVHWYV

7RWDO $VVHWYV

$GMXVWPHQWYV

*RRGZLOO

&RUH GHSRVLW DQG FXVWRPHU LQWDQJLEOHYV
7RWDO WDQJLEOH DVVHWYV
&RPPRQ (TXLW\ WR 7RWDO $VVHWYV
7DQJLEOH &RPPRQ (TXLW\ WR 7DQJLEOH $VVHWV

&ULWLFDO $FFRXQWLQJ (VWLPDWHYV

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG LQ DFFRUGDQFH ZLWK DFFF
ZLWKLQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ $SSOLFDWLRQ RI WKHVH SULQFLSOHYV UHTXLUH
ILOQODQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ QRWHV :H EDVH RXU HVWLPDWHYVY RQ KLVWRUL
FXUUHQW FLUFXPVWDQFHY 7KHVH DVVXPSWLRQV IRUP WKH EDVLV IRU RXU MXGJPHQWY DERX
LQGHSHQGHQW REMHFWLYH VRXUFHV ‘H HYDOXDWH RXU HVWLPDWHY RQ DQ RQJRLQJ EDVLYV
$FWXDO UHVXOWYV PD\ GLIIHU IURP WKHVH HVWLPDWHV

‘H KDYH LGHQWLILHG WKH IROORZLQJ FULWLFDO DFFRXQWLQJ SROLFLHY DQG HVWLPDWHYV
WKRVH SROLFLHVY DQG HVWLPDWHY DQG WKH SRWHQWLDO VHQVLWLYLW\ RI RXU ILQDQFLDO V
ILQODQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV :H EHOLHYH WKDW WKH MXGJPHQWYV
DSSURSULDWH

$FTXLUHG /RDQV

/IRDQV DFTXLUHG LQ EXVLQHVV FRPELQDWLRQV DUH LQLWLDOO\ UHFRUGHG DW IDLU YDOXH
OLYHV RI WKH ORDQV $FTXLUHG ORDQV DUH DFFRXQWHG IRU EDVHG XSRQ D GHWHUPLQDWLR:
GHWHULRUDWLRQ 33&'°~ ORDQV RU DQ LQVLJQLILFDQW DPRXQW RI FUHGLW GHWHULRUDWLRQ
EHWZHHQ WKH HVWLPDWHG IDLU YDOXH RI WKH DFTXLUHG ORDQ UHODWHG WR QRQ FUHGLW G
LQFRPH RYHU WKH UHPDLQLQJ OLIH RI WKH ORDQ



7DEOH RI &RQWHQWYV
$0OORZDQFH IRU &UHGLW /RVVHV RQ /RDQV DQG 8QIXQGHG &RPPLWPHQWYV

7KH DOORZDQFH IRU FUHGLW ORVVHV LV HVWDEOLVKHG IRU FXUUHQW H[SHFWHG FUHGLW (
DOORZDQFH IRU FUHGLW ORVVHV LV UHFRUGHG DJDLQVW RXWVWDQGLQJ ORDQ EDODQFHV DQ
SRUWIROLR DW WKH HQG RI WKH UHOHYDQW UHSRUWLQJ SHULRG

$V IXUWKHU GLVFXVVHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LQ 1RWH + 6X
ORVVHV ZHUH PRGLILHG RQ -DQXDU\ WR UHIOHFW WKH DGRSWLRQ RI $FFRXQWLQJ 6WDQG
/IRVVHYV

ODQDJHPHQW HVWLPDWHYV WKH DOORZDQFH IRU FUHGLW ORVVHV E\ FRQVLGHULQJ IRUHFD\
XQGHUZULWLQJ SUDFWLFHY DQG HFRQRPLF FRQGLWLRQV DIITHFWLQJ RXU RSHUDWLQJ IRRWSUIL
RQ D VWUDLJKW OLQH EDVLV RYHU D RQH \HDU SHULRG DGMXVWHG IRU WKH FRPSRVLWLRQ RI
'"HYHORSPHQW RI WKH HVWLPDWH LV GHSHQGHQW RQ UHSRUWHG SHHU ORVVHYV

,QGLYLGXDO ORDQ ORVV HVWLPDWHY DUH JHQHUDOO\ GHSHQGHQW RQ WKH IDLU YDOXH RI
LQGLYLGXDO ORDQ 7KHVH HVWLPDWHYVY DUH VHQVLWLYH VSHFLILF LQGLYLGXDO FROODWHUDO
LQGLYLGXDO UHVHUYH HVWLPDWHY UHIOHFW VSHFLILF ORDQ FDVK IORZ DPRXQWYV ZKLFK DUH

7KH UHVXOWYV RI RXU HVWLPDWHG DOORZDQFH IRU FUHGLW ORVVHV DOVR LQFRUSRUDWH V¥
PHWKRGRORJ\ IRU ORDQV KRZHYHU DQ DGGHG HVWLPDWH RI WKH H[SHFWHG XVH RI XQIXQGH

2YHUDOO WKH DOORZDQFH IRU FUHGLW ORVVHV LV EDVHG XSRQ PDQDJHPHQWSYfV EHVW HV\
LPSDFWHG E\ XQH[SHFWHG FKDQJHVY LQ WKH PDFURHFRQRPLF HQYLURQPHQW ERUURZHU EHKD

3XUFKDVH $FFRXQWLQJ $GMXVWPHQWY RWKHU WKDQ ORDQV

7KH &RPSDQ\ DFFRXQWYV IRU DFTXLVLWLRQV XVLQJ WKH DFTXLVLWLRQ PHWKRG RI DFFRXQC
LGHQWLILHG LQWDQJLEOH DVVHWY DQG OLDELOLWLHY DVVXPHG DW WKHLU UHVSHFWLYH IDL
DSSUDLVDOV GLVFRXQWHG FDVK IORZ DQDO\WHY RU RWKHU YDOXDWLRQ WHFKQLTXHV DV ZH
SUHPLXPV VHFXULWLHV SURSHUWLHV DQG ERUURZLQJY DUH VRPH RI WKH PRUH VXEMHFWLY!
JXUWKHU WKH GHWHUPLQDWLRQ RI WKH XVHIXO OLYHV DV ZHOO DV WKH DSSURSULDWH DPRU"
,7(0 8 AXDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHY DERXW ODUNHW 5LVN

5HIHUHQFH LV PDGH WR WKH VXEKHDGLQJ HOWLWOHG 3, QWHUHVW 5DWH 6HQVLWLYLW\ D(
DQG 5HVXOWYV RI 2SHUDWLRQV VHFWLRQ RI WKLV UHSRUW

,7(0 JLODQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD

&217(176

$QQXDO $XGLWHG )LQDQFLDO 6WDWHPHQWYV

5HSRUW RI  QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

&RQOVROLGDWHG %DODQFH 6KHHWYV

&RQVROLGDWHG 6WDWHPHQWY RI ,QFRPH

&RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH ,QFRPH

&RQVROLGDWHG 6WDWHPHOQOWY RI &KDQJHV LQ 6KDUHKROGHUV (TXLW\

&RQVROLGDWHG 6WDWHPHQWYV RI &DVK )ORZV

I1RWHYVY WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV




7DEOH RI &RQWHQWYV

5HSRUW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWL

7R WKH 6KDUHKROGHUV %RDUG RI 'LUHFWRUV DQG $XGLW &RPPLWWHH
%XVLQHVV )LUVW %DQFVKDUHV ,QF

2SLQLRQ RQ WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV RI %XVLQHVV )LUVW
FRQVROLGDWHG VWDWHPHQWY RI LQFRPH FRPSUHKHQVLYH LQFRPH VKDUHKROGHUVY HTXLW\
DQG WKH UHODWHG QRWHVY FROOHFWLYHO\ UHIHUUHG WR DV WKH 3ILQDQFLDO VWDWHPHQWYV’
PDWHULDO UHVSHFWV WKH ILQDQFLDO SRVLWLRQ RI WKH &RPSDQ\ DV RI '"HFHPEHU DQG
WKUHH \HDU SHULRG HQGHG 'HFHPEHU LQ FRQIRUPLW\ ZLWK DFFRXQWLQJ SULQFLSOHV .

‘H DOVR KDYH DXGLWHG LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3XEOLF &RPSDQ\ $FF
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DV RI '"HF,HOREHWQ D @ ,QR\HIMNUHREY RIG F U DMVH/ KRG MBA WADKEHD I8\
6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ DQG RXU UHSRUW GDWHG ODUFK

&KDQJH LQ $FFRXQWLQJ 3ULQFLSOH

$V GLVFXVVHG LQ 1RWHYV DQG WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY HIIHFWL
WR WKH DGRSWLRQ RI $FFRXQWLQJ 6WDQGDUGV &RGLILFDWLRQ 7RSLF JLQDQFLDO ,QVWUX

%DVLV IRU 2SLQLRQ

7KHVH ILQDQFLDO VWDWHPHQWY DUH WKH UHVSRQVLELOLW\ RI WKH &RPSDQ\TV PDQDJHPHQW
EDVHG RQ RXU DXGLWYV

:H DUH D SXEOLF DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3&%$2% DQG DUH UHTXLUHG WR EH
VHFXULWLHY ODZV DQG WKH DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI WKH 6HFXULWLHYV DQG

‘H FRQGXFWHG RXU DXGLWV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3&%$2% 7KRVH V'
DERXW ZKHWKHU WKH ILQDQFLDO VWDWHPHQWY DUH IUHH RI PDWHULDO PLVVWDWHPHQW ZKH'

2XU DXGLWYV LQFOXGHG SHUIRUPLQJ SURFHGXUHYVY WR DVVHVV WKH ULVNV RI PDWHULDO PLVVV
SURFHGXUHYVY WKDW UHVSRQG WR WKRVH ULVNV 6XFK SURFHGXUHV LQFOXGH H[DPLQLQJ RQ
2XU DXGLWYV DOVR LQFOXGHG HYDOXDWLQJ WKH DFFRXQWLQJ SULQFLSOHYV XVHG DQG VLJQLIL
ILQDQFLDO VWDWHPHQWY :H EHOLHYH WKDW RXU DXGLWV SURYLGH D UHDVRQDEOH EDVLV IR

&ULWLFDO $XGLW ODWWHU

7KH FULWLFDO DXGLW PDWWHU FRPPXQLFDWHG EHORZ LV D PDWWHU DULVLQJ IURP WKH FXUUF
FRPPXQLFDWHG WR WKH DXGLW FRPPLWWHH DQG WKDW UHODWHY WR DFFRXQWV RU GLVFO
VXEMHFWLYH RU FRPSOH[ MXGJPHQWYVY 7KH FRPPXQLFDWLRQ RI D FULWLFDO DXGLW PDWWHU
ZH DUH QRW E\ FRPPXQLFDWLQJ WKH FULWLFDO DXGLW PDWWHU EHORZ SURYLGLQJ VHSDUDW



7DEOH RI &RQWHQWYV

$0O0ORZDQFH IRU &UHGLW /RVVHYV

$V GHVFULEHG LQ 1RWH DQG 1RWH WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV WKI
DQG ZDV PLOOLRQ DV RI 'HFHPEHU 7KH DOORZDQFH IRU ORDQ ORVVHVY LV HVWLPDWH
IDFWRUV DIIHFWLQJ OLIHWLPH FUHGLW ORVVHV /RDQV VKDULQJ ULVN FKDUDFWHULVWLFV DUI
IRUHFDVWHG HFRQRPLF VFHQDULRY RYHU D UHDVRQDEOH DQG VXSSRUWDEOH IRUHFDVW SHU
HVWLPDWHY DOVR FRQVLGHU TXDOLWDWLYH IDFWRUV DIIHFWLQJ FUHGLW ORVVHV QRW UHIOH
‘H LGHQWLILHG WKH DOORZDQFH IRU ORDQ ORVVHV DV D FULWLFDO DXGLW PDWWHU 7KH SULC
VXEMHFWLYLW\ UHODWLQJ WR DVVXPSWLRQV XVHG LQ WKH PRGHO VXFK DV PDQDJHPHQWV
TXDOLWDWLYH IDFWRU DGMXVWPHQWY $XGLWLQJ WKHVH DVVXPSWLRQV UHTXLUHG D KLJK GH
7KH SULPDU\ SURFHGXUHVY ZH SHUIRUPHG WR DGGUHVV WKLV FULWLFDO DXGLW PDWWHU LQFO:

" 'H REWDLQHG DQ XQGHUVWDQGLQJ RI WKH &RPSDQ\YfV PRGHO DQG SURFHVV IRU GHWHUF
RSHUDWLQJ HIITHFWLYHQHVV RI FRQWUROV UHODWLQJ WR WKH DOORZDQFH IRU ORDQ OR"

R &RQWUROV RYHU WKH FRPSOHWHQHVY DQG DFFXUDF\ RI GDWD LQSXW LQWR WKH PF

R &RQWUROV RYHU PDQDJHPHQWYV UHYLHZ DQG DSSURYDO RI WKH DOORZDQFH IRU OF
VXSSRUWDEOH HFRQRPLF IRUHFDVW DQG TXDOLWDWLYH IDFWRU DGMXVWPHQWYV DS!
ZLWKLQ WKH PRGHO

" 'HHYDOXDWHG PDQDJHPHQWYV GHWHUPLQDWLRQ RI UHDVRQDEOH DQG VXSSRUWDEOH HI
DV LQYROYLQJ RXU LQWHUQDO VSHFLDOLVWY LQ WHVWLQJ WKH DSSOLFDWLRQ RI IRUHFD

" 'HHYDOXDWHG WKH UHDVRQDEOHQHVY DQG DGHTXDF\ RI PDQDJHPHQWYTV TXDOLWDWLYH
LGHQWLILFDWLRQ RI ULVNV QRW DOUHDG\ LQFRUSRUDWHG ZLWKLQ WKH PRGHO WKH DS¢
DQG DFFXUDF\ RI GDWD XWLOL]JHG LQ GHYHORSPHQW RI WKH TXDOLWDWLYH IDFWRU DGM.

" 'H HYDOXDWHG WKH PDWKHPDWLFDO DFFXUDF\ RI WKH DOORZDQFH IRU ORDQ ORVVHV LC
IRUHFDVWY DQG TXDOLWDWLYH DGMXVWPHQWY RQ WKH ORDQV VKDULQJ ULVN FKDUDFW

V )259,6 //3
‘H KDYH VHUYHG DV WKH &RPSDQ\fV DXGLWRU VLQFH
YRUW :RUWK 7H[DV

ODUFK



7DEOH RI &RQWHQWYV

5HSRUW RI ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWL

7R WKH 6KDUHKROGHUV %RDUG RI 'LUHFWRUV DQG $XGLW &RPPLWWHH
%XVLQHVV )LUVW %DQFVKDUHV ,QF

2SLQLRQ RQ WKH ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

‘H KDYH DXGLWHG %XVLQHVV )LUVW %DQFVKDUHV ,QF 1V WKH *&RPSDQ\" LQWHUQDO FRQWUR
,QWHUQD @ QRVHNUR® HG )UDPWZRLUN E\ WKH &RPPLWWHH Rl 6SRQVRULQJ 2UJDQL]DWLRQV RI Wt
&RPSDQ\ PDLQWDLQHG LQ DOO PDWHULDO UHVSHFWYV HIIHFWLYH LQWHUQDO FRQWUQW RY®DAI
+ QWHJUDWHG )UDIPW2ZRIGNE\ &262

:H DOVR KDYH DXGLWHG LQ DFFRUGDQFH ZLWK WKH VWDQGDUGVY RI WKH 3XEOLF &RPSDQ\ $FF
VWDWHPHQWY RI WKH &RPSDQ\ DV RI '"HFHPEHU DQG DQG IRU HDFK RI WKH WKUHH \HIL
H[SUHVVHG DQ XQTXDOLILHG RSLQLRQ RQ WKRVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

%DVLV IRU 2SLQLRQ

7KH &RPSDQ\TV PDQDJHPHQW LV UHVSRQVLEOH IRU PDLQWDLQLQJ HIITHFWLYH LQWHUQDO FRQV
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQFOXGHG LQ WKH DFFRPSDQ\LQJ ODQDJHPHQWTV $Q!
H[SUHVYV DQ RSLQLRQ RQ WKH &RPSDQ\TV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ

:H DUH D SXEOLF DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3&%$2% DQG DUH UHTXLUHG WR EH
VHFXULWLHY ODZV DQG WKH DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI WKH 6HFXULWLHYV DQG

‘H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3&%$2% 7KRVH VW
DERXW ZKHWKHU HIIHFWLYH LOQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV PDLQWDL
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DVVHVVLQJ WKH ULVN WKDW D PDWHULDO ZHDNQHVYV
EDVHG RQ WKH DVVHVVHG ULVN 2XU DXGLW DOVR LQFOXGHG SHUIRUPLQJ VXFK RWKHU SURF
SURYLGHY D UHDVRQDEOH EDVLV IRU RXU RSLQLRQ

"HILQLWLRQV DQG /LPLWDWLYRQWV )R Q D@V H D Q D60 SR QWIURD R

$ FRPSDQ\fV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFHVV GHVLJQHG WR
SUHSDUDWLRQ RI UHOLDEOH ILQDQFLDO VWDWHPHQWY IRU HIWHUQDO SXUSRVHV LQ DFFRUGD!
ILQDQFLDO UHSRUWLQJ LQFOXGHY WKRVH SROLFLHV DQG SURFHGXUHV WKDW SHUWDLQ WR
WUDQVDFWLRQV DQG GLVSRVLWLRQV RI WKH DVVHWV RI WKH FRPSDQ\ SURYLGH UHDVRQI
ILQDQFLDO VWDWHPHQWY LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFL?
ZLWK DXWKRUL]DWLRQV RI PDQDJHPHQW DQG GLUHFWRUV RI WKH FRPSDQ\ DQG SURYLGH |
DFTXLVLWLRQ XVH RU GLVSRVLWLRQ Rl WKH FRPSDQ\{V DVVHWV WKDW FRXOG KDYH D PDWH



7DEOH RI &RQWHQWYV

%HFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL(
WR IXWXUH SHULRGY DUH VXEMHFW WR WKH ULVN WKDW FRQWUROV PD\ EHFRPH LQDGHTXDWF
SURFHGXUHY PD\ GHWHULRUDWH

V )259,6 //3

JRUW :RUWK 7H[DV

ODUFK



7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
&2162/,'$7(" %$/$1&( 6+((76
'‘ROODUV LQ WKRXVDQGV

'"HFHPEHU
$66(76
&DVK DQG 'XH IURP %DQNV
YJHGHUDO )XQGV 6ROG
6HFXULWLHV $YDLODEOH IRU 6DOH DW )DLU 9DOXHV $PRUWL]HG &RVW RI DW 'HFHPEHU
"HFHPEHU
ORUWJDJH /RDQV +HOG IRU 6DOH
/RDQV DQG /HDVH 5HFHLYDEOH 1HW RI $OORZDQFH IRU /RDQ /RVVHV RI DQG DW 'HFHP
UHVSHFWLYHO\
3UHPLVHV DQG (TXLSPHQW 1HW
$FFUXHG ,QWHUHVW 5HFHLYDEOH
2WKHU (TXLW\ 6HFXULWLHV
2WKHU 5HDO (VWDWH 2ZQHG
&DVK 9DOXH RI /LIH ,QVXUDQFH
'"HIHUUHG 7D[HV
*RRGZLOO
&RUH 'HSRVLW DQG &XVWRPHU ,QWDQJLEOH
2WKHU $VVHWYV
7RWDO $VVHWYV
[.$%./.7.(6
"HSRVLWYV
1RQLQWHUHVW %HDULQJ
,QWHUHVW %HDULQJ
7RWDO 'HSRVLWYV
YHGHUDO )XQGV 3XUFKDVHG
6HFXULWLHY 6ROG 8QGHU $JUHHPHQWY WR 5HSXUFKDVH
%DQN 7HUP )XQGLQJ 3URJUDP
YJHGHUDO +RPH /RDQ %DQN %RUURZLQJV
6XERUGLQDWHG 'HEW
6XERUGLQDWHG 'HEW 7UXVW 3UHIHUUHG 6HFXULWLHV
$FFUXHG ,QWHUHVW 3D\DEOH
2WKHU /LDELOLWLHYV
7RWDO /LDELOLWLHV
&RPPLWPHQWY DQG &RQWLQJHQFLHV 6HH 1RWHV DQG
6+$5(+2/'(56 (48.7<
3UHIHUUHG 6WRFN 1R 3DU 9DOXH 6KDUHV $XWKRUL]HG 6KDUHV ILTXLGDWLRQ
2XWVWDQGLQJ DW ERWK 'HFHPEHU DQG
&RPPRQ B6WRFN 3DU 9DOXH 6KDUHV $XWKRUL]JHG DQG 6KDUHV ,VVXHG D
DW 'HFHPEHU DQG UHVSHFWLYHO\

$GGLWLRQDO 3DLG LQ &DSLWDO

5HWDLQHG (DUQLQJV

$FFXPXODWHG 2WKHU &RPSUHKHQVLYH /RVV
7RWDO 6KDUHKROGHUV (TXLW\

7TRWDO /LDELOLWLHYVY DQG 6KDUHKROGHUV (TXLW\

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW Rl WKHVH ILQDQFLDO VWDWHPHQWYV



7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
&2162/,'$7(' 67$7(0(176 2) ,1&20(
'ROODUV LQ WKRXVDQGV H[FHSW SHU VKDUH GDWD

<HDUV (QGHG 'HFHPEHU

,QWHUHVW ,QFRPH
,QWHUHVW DQG JHHV RQ /RDQV
,OWHUHVW DQG 'LYLGHQGV RQ 1RQ WD[DEOH 6HFXULWLHYV
,QWHUHVW DQG 'LYLGHQGY RQ 7D[DEOH BHFXULWLHYV
,OWHUHVW RQ JHGHUDO )XQGV 6ROG DQG 'XH JURP %DQNYV

7RWDO ,QWHUHVW ,QFRPH
,OWHUHVW ([SHQVH
,OQWHUHVW RQ 'HSRVLWYV
,OQWHUHVW RQ %RUURZLQJV

7TRWDO ,QWHUHVW ([SHQVH

I1HW ,QWHUHVW ,QFRPH
BURYLVLRQ IRU &UHGLW /RVVHYV

1HW ,QWHUHVW ,QFRPH DIWHU 3URYLVLRQ IRU &UHGLW /RVVHYV
2WKHU ,QFRPH
6HUYLFH &KDUJHV RQ 'HSRVLW $FFRXQWYV
*DLQ /RVV RQ 6DOHV RI 6HFXULWLHV
*DLQ RQ 6DOHV RI /RDQV
2WKHU ,QFRPH

7RWDO 2WKHU ,QFRPH
2WKHU ([SHQVHV

6DODULHYV DQG (PSOR\HH %HQHILWV
2FFXSDQF\ DQG (TXLSPHQW ([SHQVH
2WKHU ([SHQVHYV

7RWDO 2WKHU ([SHQVHV

,QFRPH %HIRUH ,QFRPH 7D[HV
BURYLVLRQ IRU ,QFRPH 7D[HV

1HW ,QFRPH
3UHIHUUHG 6WRFN 'LYLGHQGV

1HW ,QFRPH $YDLODEOH WR &RPPRQ 6KDUHKROGHUV

(DUQLQJV 3HU &RPPRQ 6KDUH
%DVLF
"'LOXWHG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV



7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
&2162/,'$7(" 67$7(0(176 2) &2035(+(16,9( ,1&20(
'ROODUV LQ WKRXVDQGYV

<HDUV (QGHG 'HFHPEHU

&RQVROLGDWHG 1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV
8QUHDOL]HG *DLQ /RVV RQ $)6 ,QYHVWPHQW 6HFXULWLHV
8QUHDOL]HG *DLQ /RVV RQ 6KDUH RI 2WKHU (TXLW\ ,QYHVWPHQWYV
5HFODVVLILFDWLRQ $GMXVWPHQW IRU *DLQV /RVVHV RQ 6DOHV RI $)6
,OYHVWPHQW 6HFEXULWLHY ,QFOXGHG LQ 1HW ,QFRPH
,QFRPH 7D[ (IIHFW

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV

&RQVROLGDWHG &RPSUHKHQVLYH ,QFRPH /RVV

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV



7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6

&2162/,'$7(" 67$7(0(176 2) &+$1*(6 ,1 6+$5(+2/'(56(48,7<

'ROODUV LQ WKRXVDQGY H[FHSW SHU VKDUH GDWD

$GGLWLRQDO

$FFXPXODWHG
2WKHU 7TRWDO

B3UHIHUUH&RPPRQ 3DLG ,Q 5HWDLQBRPSUHKHGKDYHKRO
6WRFN 6WRFN &DSLWDO(DUQLQJIJWFRPH /RVVYTXLW\

%DODQFHV DW '"HFHPEHU

&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH /RVV

&DVK 'LYLGHQGYV 'HFODUHG 3HU 6KDUH
6WRFN ,VVXDQFH

6WRFN %DVHG &RPSHQVDWLRQ &RVW
6XUUHQGHUHG 6KDUHV RI 2SWLRQV ([HUFLVHG
6WRFN 5HSXUFKDVH

%DODQFHV DW '"HFHPEHU
&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH /RVV
&DVK 'LYLGHQGV 'HFODUHG RQ 3UHIHUUHG 6WRFN 3HU 6KDUH
&DVK 'LYLGHQGV 'HFODUHG RQ &RPPRQ 6WRFN 3HU 6KDUH
3UHIHUUHG 6WRFN ,VVXDQFH 1HW RI ,VVXDQFH &RVWV

6WRFN ,VVXDQFH 1HW RI ,VVXDQFH &RVWYV
6WRFN %DVHG &RPSHQVDWLRQ &RVW
6XUUHQGHUHG 6KDUHV RI 2SWLRQV ([HUFLVHG

%DODQFHYVY DW '"HFHPEHU
&XPXODWLYH (IIHFW RI &KDQJH LQ $FFRXQWLQJ BULQFLSOH IRU &UHGLW
/IRVVHV
&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH
&DVK 'LYLGHQGYVY 'HFODUHG RQ 3UHIHUUHG 6WREFEN 3HU 6KDUH
&DVK 'LYLGHQGY 'HFODUHG RQ &RPPRQ 6WRFN 3HU 6KDUH
6WRFN %DVHG &RPSHQVDWLRQ &RVW

%DODQFHYVY DW '"HFHPEHU

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW Rl WKHVH ILQDQFLDO VWDWHPHQWYV



7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
&2162/,'$7(" 67$7(0(176 2) &$6+ )/2:6
‘ROODUV LQ WKRXVDQGV

<HDUV (QGHG 'HFHPEHU

&DVK )ORZV )URP 2SHUDWLQJ $FWLYLWLHV
&RQVROLGDWHG 1HW ,QFRPH
$GMXVWPHQWY WR 5HFRQFLOH 1HW ,QFRPH WR 1HW &DVK 3URYLGHG E\ 2SHUDWLQJ $FWLYLW
BURYLVLRQ IRU &UHGLW /RVVHV
'"HSUHFLDWLRQ DQG $PRUWL]DWLRQ
1HW $FFUHWLRQ RI 3XUFKDVH $FFRXQWLQJ $GMXVWPHQWYV
BWRFN %DVHG &RPSHQVDWLRQ &RVW
1HW $PRUWL]IDWLRQ RI 6HFXULWLHYV
*DLQ /RVV RQ 6DOHV RI 6HFXULWLHV
*DLQ RQ 6DOH /RDQV
,QFRPH RQ 2WKHU (TXLW\ 6HFXULWLHYV
*DLQ /RVV RQ 6DOH Rl 2WKHU 5HDO (VWDWH 2ZQHG 1HW RI :ULWHGRZQV
,QFUHDVH LQ &DVK 9DOXH RI /LIH ,QVXUDQFH
'"HIHUUHG ,QFRPH 7D[ ([SHQVH %HQHILW
*DLQ RQ 6DOH RI %UDQFK
&KDQJHV LQ $VVHWV DQG /LDELOLWLHV
,QFUHDVH 'HFUHDVH LQ $FFUXHG ,QWHUHVW 5HFHLYDEOH
,QFUHDVH 'HFUHDVH LQ 2WKHU $VVHWYV
,QFUHDVH 'HFUHDVH LQ $FFUXHG ,QWHUHVW 3D\DEOH
,QFUHDVH 'HFUHDVH LQ 2WKHU /LDELOLWLHYV
1HW &DVK 3URYLGHG E\ 2SHUDWLQJ $FWLYLWLHYV

&DVK )ORZV JURP ,QYHVWLQJ $FWLYLWLHV
3XUFKDVHV Rl 6HFXULWLHY $YDLODEOH IRU 6DOH
BURFHHGYV IURP ODWXULWLHYVY 6DOHV RI BHEFXULWLHY $YDLODEOH IRU 6DOH
3URFHHGV IURP 3D\GRZQV RI 6HFXULWLHY $YDLODEOH IRU 6DOH
1HW &DVK 5HFHLYHG 3DLG LQ $FTXLVLWLRQ
1HW &DVK 3DLG LQ 6DOH RI %UDQFK
3XUFKDVHV RI 2WKHU (TXLW\ 6HEXULWLHYV
5HGHPSWLRQ RI 2WKHU (TXLW\ 6HFXULWLHYV
3XUFKDVH RI /LIH ,QVXUDQFH
3URFHHGVY IURP 'HDWK %HQHILW RI &DVK 9DOXH RI /LIH ,QVXUDQFH
3URFHHGV IURP 6DOH RI 6%$ 333 /RDQV
1HW ,QFUHDVH LQ /RDQV
1HW 3XUFKDVHV RI 3UHPLVHV DQG (TXLSPHQW
/RVV RQ 'LVSRVDO RI 3UHPLVHYV DQG (TXLSPHQW
3URFHHGV IURP 6DOHV Rl 2WKHU 5HDO (VWDWH
1HW ,QFUHDVH 'HFUHDVH LQ J)HGHUDO )XQGV 6ROG
1HW &DVK 8VHG LQ ,QYHVWLQJ $FWLYLWLHYV

&217,18("



7DEOH RI &RQWHQWYV

<HDUV (QGHG 'HFHPEHU

&DVK YORZV JURP )LQDQFLQJ $FWLYLWLHV
1HW ,QFUHDVH LQ 'HSRVLWYV
1HW ,QFUHDVH 'HFUHDVH LQ 6HFXULWLHY 6ROG 8QGHU $JUHHPHQWY WR 5HSXUFKDVH
1HW ,QFUHDVH 'HFUHDVH LQ )HGHUDO )XQGV 3XUFKDVHG
1HW $GYDQFHV 5HSD\PHQWV RQ )HGHUDO +RPH /RDQ %DQN %RUURZLQJV
1HW 3URFHHGY RQ %DQN 7HUP )XQGLQJ 3URJUDP
1HW 3URFHHGY 5HSD\PHQWYV IURP 6KRUW 7HUP %RUURZLQJV
1HW 5HSD\PHQWYV IURP /RQJ 7HUP %RUURZLQJV
BURFHHGV IURP ,VVXDQFH RI 6XERUGLQDWHG 'HEW
5HSD\PHQW RI 6XERUGLQDWHG 'HEW
*DLQ RQ ([WLQJIJXLVKPHQW RI 'HEW
BURFHHGV IURP ,VVXDQFH RI 3UHIHUUHG 6WRFN 1HW Rl ,VVXDQFH &RVWYV
BURFHHGV IURP ,VVXDQFH Rl &RPPRQ 6WRFN 1HW Rl ,VVXDQFH &RVWYV
6XUUHQGHUHG 6KDUHV Rl 2SWLRQV ([HUFLVHG
5HSXUFKDVH RI &RPPRQ 6WRFN
3D\PHQW RI 'LYLGHQGY RQ 3UHIHUUHG 6WRFN
3D\PHQW RI 'LYLGHQGY RQ &RPPRQ 6WRFN
1HW &DVK 3URYLGHG E\ )LQDQFLQJ $FWLYLWLHYV
1HW ,QFUHDVH 'HFUHDVH LQ &DVK DQG &DVK (TXLYDOHQWV
&DVK DQG &DVK (TXLYDOHQWYV DW %HJLQQLQJ RI 3HULRG

&DVK DQG &DVK (TXLYDOHQWYV DW (QG RI 3HULRG

6XSSOHPHQWDO 'LVFORVXUHV IRU &DVK )ORZ ,QIRUPDWLRQ
&DVK 3D\PHQWYV IRU

,QWHUHVW RQ 'HSRVLWYV
,QWHUHVW RQ %RUURZLQJV
,QFRPH 7D[ 3D\PHQWYV

6XSSOHPHQWDO 6FKHGXOH DRG )RQBQFKQD$AWWY QWL HV

&KDQJH LQ WKH 8QUHDOL]HG *DLQ /RVV RQ 6HFXULWLHY $YDLODEOH IRU 6DOH

&KDQJH LQ WKH 8QUHDOL]JHG *DLQ /RVV RQ (TXLW\ 6HEXULWLHV

&KDQJH LQ 'HIHUUHG 7D[ (IITHFW RQ WKH 8QUHDOL]HG *DLQ /RVV RQ BHFXULWLHYV $YDLODEOH |
6DOH DQG (TXLW\ 6HFXULWLHV

7UDQVIHU RI /RDQV WR 2WKHU 5HDO (VWDWH

$FTXLVLWLRQV
)DLU 9DOXH RI 7DQJLEOH $VVHWYV $FTXLUHG
2WKHU ,QWDQJLEOH $VVHWV $FTXLUHG
ILDELOLWLHV $VVXPHG
1HW ,GHQWLILDEOH $VVHWYV $FTXLUHG 2YHU /LDELOLWLHYV $VVXPHG

6 XERUGLQDWHG '"HEW ,VVXHG DV 3DUW RI &RQVLGHUDWLRQ RI 6PLWK 6KHOOQXW :LOVRQ

7KH DFFRPSDQ\LQJ QRWHVY DUH DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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IRWHIDWXUH RI 258XPWRBQRI 6LIQLILFDQW #FFRXQWLQJ 3ROLFLHYV

7KH DFFRXQWLQJ SULQFLSOHYV IROORZHG E\ %XVLQHVYV )LUVW %DQFVKDUHYV ,QF DQG LW
VXEVLGLDULHV %XVLQHVV )LUVW ,QVXUDQFH //& DQG 6PLWK 6KHOOQXW :LOVRQ //& 366
PHWKRGV RI DSSO\LQJ WKRVH SULQFLSOHV FRQIRUP ZLWK JHQHUDOO\ DFFHSWHG DFFRXQW
ZKLFK VLIJQLILFDQWO\ DIITHFW WKH GHWHUPLQDWLRQ RI ILQDQFLDO SRVLWLRQ UHVXOWV RI

SBULQFLSOHV RI &RQVROLGDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH WKH DFFRXQWYV RI %XVLQHVYV )LU
RZQHG VXEVLGLDULHYV %XVLQHVV )LUVW ,QVXUDQFH //& DQG 66: FROOHFWLYHO\ WKH
HOLPLQDWHG

IDWXUH RI 2SHUDWLRQV
7KH %DQN RSHUDWHY RXW RI IXO0O VHUYLFH EDQNLQJ FHQWHUY DQG ORDQ SURGXFWLR
+RXVWRQ 7H[DV $V D VWDWH EDQN LW LV VXEMHFW WR UHJXODWLRQ E\ WKH 2IILFH RI )
&RUSRUDWLRQ 32)',& DQG XQGHUJRHV SHULRGLF H[DPLQDWLRQV E\ WKHVH DJHQFLHV 7
H[DPLQDWLRQV

2Q 0DUFK WKH &RPSDQ\ WKURXJK E %$1. HQWHUHG LQWR D GHILQLWLYH DJUHHPHC
ELOOLRQ LQ DVVHWV XQGHU PDQDJHPHQW VSHFLDOL]LQJ LQ PDQDJLQJ LQYHVWPHQW SR
FRQVXPPDWHG RQ $SULO $W ODUFK 66: UHSRUWHG PLOOLRQ LQ WRWDO DVVHW
2Q ODUFK WKH &RPSDQ\ FRPSOHWHG WKH DFTXLVLWLRQ RI 7H[DV &LWL]HQV %DQFRUS
$VVRFLDWLRQ ORFDWHG LQ 3DVDGHQD 7H[DV 7KH FRPSDQ\ LVVXHG VKDUHV RI LWV
UHSRUWHG PLOOLRQ LQ WRWDO DVVHWYV PLOOLRQ LQ ORDQV DQG PLOOLRQ LQ C
(VWLPDWHYV

BUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK 8 6 *$$3 UHTXLUHV PDQD
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ GLVFORVXUHV 7KHVH HVV
&RPSDQ\ PD\ XQGHUWDNH LQ WKH IXWXUH &ULWLFDO DFFRXQWLQJ HVWLPDWHY WKDW DUH
Rl WKH DFTXLUHG ORDQV DQG DOORZDQFH IRU FUHGLW ORVVHY DQG SXUFKDVH DFFRXQ
ILQDQFLDO LQVWUXPHQWY LQYHVWPHQW VHFXULWLHY DQG WKH DVVHVVPHQW RI LQFRPH W
J)DFWRUV WKDW PD\ FDXVH VHQVLWLYLW\ WR WKH DIRUHPHQWLRQHG HVWLPDWHYV LQFC
HPSOR\PHQW UDWHYV FKDQJHV WR RSHUDWLQJ SROLFLHY DQG SURFHGXUHV HFRQRPLF FF
$FWXDO UHVXOWY PD\ XOWLPDWHO\ GLIIHU IURP HVWLPDWHYV

7KH %DQNYfVY ORDQV DUH JHQHUDOO\ VHFXUHG E\ VSHFLILF LWHPV RI FROODWHUDO LQF¢
GLYHUVLILHG ORDQ SRUWIROLR D VXEVWDQWLDO SRUWLRQ RI LWV GHEWRUVY DELOLW\ WR

:KLOH PDQDJHPHQW XVHV DYDLODEOH LQIRUPDWLRQ WR UHFRJQL]H ORVVHVY RQ ORDQV IXL
LQ ORFDO HFRQRPLF FRQGLWLRQV ,Q DGGLWLRQ UHJIJXODWRU\ DIJHQFLHY DV DQ LQWHJU
6XFK DIJHQFLHYV PD\ UHTXLUH WKH %DQN WR UHFRJQL]H DGGLWLRQDO ORVVHV EDVHG RQ WKl

%HFDXVH RI WKHVH IDFWRUV LW LV UHDVRQDEO\ SRVVLEOH WKDW WKH HVWLPDWHG ORVVH
LV UHDVRQDEO\ SRVVLEOH FDQQRW EH HVWLPDWHG
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$FTXLVLWLRQ $FFRXQWLQJ

$FTXLVLWLRQV DUH DFFRXQWHG IRU XQGHU WKH SXUFKDVH PHWKRG RI DFFRXQWLQJ 3XUF
IDLU YDOXHV DQG LGHQWLILDEOH LQWDQJLEOH DVVHWY DUH UHFRUGHG DW IDLU YDOXEFE
UHFRJQL]JHG 7KH &RPSDQ\ JHQHUDOO\ UHFRUGYV SURYLVLRQDO DPRXQWV RI IDLU YDOXH
YDOXHV DUH VXEMHFW WR UHILQHPHQW IRU XS WR RQH \HDU DIWHU WKH FORVLQJ GDWH RI

6HEXULWLHV

ODQDIJHPHQW GHWHUPLQHYVY WKH DSSURSULDWH FODVVLILFDWLRQ RI GHEW VHFXULWLHV KF
FODVVLILFDWLRQ TXDUWHUO\ 6HFXULWLHY FODVVLILHG DV DYDLODEOH IRU VDOH DUH WKR)
WR PDWXULW\ $Q\ GHFLVLRQ WR VHOO D VHFXULW\ FODVVLILHG DV DYDLODEOH IRU VDO
FKDQJHV LQ WKH PDWXULW\ PL[ RI WKH %DQNfYVY DVVHWY DQG OLDELOLWLHV OLTXLGLW\ Q
VDOH DUH UHFRUGHG DW IDLU YDOXH 8QUHDOL]HG JDLQV RU ORVVHV DUH UHSRUWHG DV D
WKH FRVW RI VSHFLILF VHFXULWLHV VROG DUH LQFOXGHG LQ HDUQLQJV

6HFXULWLHY FODVVLILHG DV KHOG WR PDWXULW\ DUH WKRVH GHEW VHFXULWLHY WKH ¢
FROQGLWLRQV OLTXLGLW\ QHHGV RU FKDQJHV LQ JHQHUDO HFRQRPLF FRQGLWLRQV 7KHVFE
GLVFRXQW FRPSXWHG E\ YDULRXV PHWKRGY DSSUR[LPDWLQJ WKH LQWHUHVW PHWKRG RY
'"HFHPEHU DQG

6HFXULWLHY FODVVLILHG DV WUDGLQJ DUH WKRVH VHFXULWLHYV KHOG IRU UHVDOH LQ DQWL
DQ\ PDUNHW DGMXVWPHQWY LQFOXGHG LQ HDUQLQJV 7KH %DQN KDV QR VHFXULWLHV FODVYV

2WKHU (TXLW\ 6HFXULWLHV

7KH %DQN KDV LQYHVWHG LQ )HGHUDO +RPH /RDQ %DQN 32)+/%° VWRFN DQG RWKHU VLPLO
$V D PHPEHU RI WKH )+/% 6\WWHP WKH %DQN LV UHTXLUHG WR SXUFKDVH DQG PDLQWDLQ V\
YDOXH DW WKH GLVFUHWLRQ RI WKH )+/% 7KH %DQN KDV LQYHVWHG LQ FHUWDLQ HTXLW\ L
FRQVLGHUHG WR EH YDULDEOH LQWHUHVW HQWLWLHV 29,(

/RDQV LQFOXGLQJ DFTXLUHG ORDQV

/IRDQV

/RDQV DUH VWDWHG DW SULQFLSDO DPRXQWYV RXWVWDQGLQJ DGMXVWHG IRU GHIHUUHG It}
ORDQ ORVVHV ,QWHUHVW RQ ORDQV LV DFFUXHG GDLO\ EDVHG RQ WKH SULQFLSDO RXWV)\
DV DQ DGMXVWPHQW WR \LHOG RYHU WKH OLIH RI WKH ORDQ

*HQHUDOO\ WKH %DQN GLVFRQWLQXHV WKH DFFUXDO/ RSl DLVQAW 16 X H VIW L\@ R RSP WL DKH G CDO ORRL
QRQDFFUXDO VWDWXV SUHYLRXVO\ UHFRJQL]HG EXW XQFROOHFWHG LQWHUHVW LV UHY
DFFRXQWHG IRU RQ WKH FRVW UHFRYHU\ PHWKRG XQWLO WKH ORDQV TXDOLI\ IRU UHWXUQ
DPRXQWY FRQWUDFWXDOO\ GXH DUH EURXJKW FXUUHQW DQG IXWXUH SD\PHQWY DUH UHDYV

BULRU WR -DQXDU\ WKH %DQN FODVVLILHG ORDQV DV LPSDLUHG ZKHQ LW ZDV SUREI
LQWHUHVW ZKHQ GXH DFFRUGLQJ WR WKH FRQWUDFWXDO WHUPV RI WKH ORDQ DJUHHPHQW
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$FTXLUHG /RDQV
3XUFKDVHG ORDQV DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ DUH LQLWLDOO\ UHFRUGHG DW

6XEVHTXHQW WR DFTXLVLWLRQ DFTXLUHG ORDQV DUH DFFRXQWHG IRU EDVHG XSRQ D Gt
FUHGLW GHWHULRUDWLRQ 323&'° RU DQ LQVLJQLILFDQW 2QRQ 3&'° DPRXQW RI FUHGLW
HVWLPDWHG IDLU YDOXH Rl WKH DFTXLUHG ORDQ UHODWHG WR QRQ FUHGLW GHWHULRUDW
WKH UHPDLQLQJ OLIH Rl WKH ORDQ

(ITHFWLYH -DQXDU\ WKH &RPSDLQ@DDER BW HGAMEEEIAH QRW VHY 7RSLF OHDVXUHPH(
,OVWUXPHQWY UHODWHG WR WKH LB$SBLUPHQW3BLRUQW R FNKHMD Q &R\ XRPURIGNPW Q WV V H V
OHDVXUHPHQW RI &UHGLW /RVVHRRRPR)QQD QH LHDUWU HBYWR XOPHW WH & XUUHQW ([SHFWHG &UHG
ORDQV ZHUH DFFRXQWH G1 RRQU K QQHWDEERH )HHVZD Y& MWKKHWHORWHG GLVFRXQW RU SUHPLXP
RYHU WKH OLIH RI WKH ORDQ DQG DFTXLUHG LPSDLUHG O R/R@\Q ¥ HIUMHG D'FHFERAK @ W F)GU ILRVWL B F FE
&QUHGLW #$6BOLWI8QGHU WKLY PHWKRG DGMXVWPHQWY WR FDVK IORZV IURP WKH RULJLC
DFFUHWLRQ IRU WKHVH ORDQYV

$OORZDOFH IRU &UHGLW /RVVHYV

$0OORZDQFH IRU /RDQ /RVVHV

(I!THFWLYH -DQXDU\ WKH DOORZDQFH IRU FUHGLW ORVVHV LV HYWDEOLVKHG IRU FXUU
FRPPLWPHQWY 8SRQ DGRSWLRQ RI WKH JXLGDQFH RQ -DQXDU\ ZH UHFRJQL]HG DQ
DVVHW DGMXVWPHQW DW RXU DGMXVWHG WD[ UDWH

7KH DOORZDQFH IRU FUHGLW ORVVHV LV LQFUHDVHG WKURXJK SURYLVLRQV FKDUJHG WR H
WKH DSSURSULDWHQHVV RI WKH DOORZDQFH IRU FUHGLW ORVVHV RQ D TXDUWHUO\ EDVLYV
7KH &RPSDQ\ VXEVFULEHY WR D WKLUG SDUW\ VHUYLFH WR SURYLGH HFRQRPLF IRUHFDVW
UHOHYDQW IRUHFDVWY 1DWLRQDO IRUHFDVWHG HFRQRPLF VFHQDULRY DUH FRQVLGHUHG F
&RPSDQ\ DQG SHHU KLVWRULFDO ORVVHV $IWHU WKH IRUHFDVW SHULRG WKH &RPSDQ\ Ul
SHULRG DGMXVWHG IRU WKH FRPSRVLWLRQ RI WKH FXUUHQW ORDQ SRUWIROLR WR HVWLP
OHDVW TXDUWHUO\ DQG DUH GHVLJQHG WR SURYLGH HVWLPDWHY WKDW WDNH LQWR FRQ\
IDFWRUV DIIHFWLQJ FUHGLW ORVVHV QRW UHIOHFWHG LQ WKH PRGHO LQFOXGLQJ WUHQG
FRQGLWLRQV DIIHFWLQJ RXU RSHUDWLQJ IRRWSULQW

7KH DOORZDQFH UHFRUGHG IRU FUHGLW ORVVHV XWLOL]JHV IRUZDUG ORRNLQJ H[SHFWHG O
LQFOXGH ORDQ DQG ERUURZHU FKDUDFWHULVWLFV VXFK DV LQWHUQDO ULVN UDWLQJV (
WHUP RI WKH ORDQ DGMXVWHG IRU H[SHFWHG SUHSD\PHQWYV ZLWK ORDQV VKDULQJ UL\
H[KLELW VLPLODU ULVN FKDUDFWHULVWLFV DQ LQGLYLGXDO DQDO\VLV LV SHUIRUPHG WR
QHFHVVDU\ WR FRQVLGHU DQ\ UHOHYDQW TXDOLWDWLYH IDFWRUV WKDW ZRXOG DIIHFW WK
HVWLPDWHY DUH DSSURSULDWH IRU HDFK ORDQ SRUWIROLR ([SHFWHG FUHGLW ORVV HVWL
RIl RU H[SHFWHG UHFRYHULHVY RQ FROODWHUDO GHSHQGHQW ORDQV ZKHUH UHFRYHU\ LV F

7KH DOORZDQFH UHFRUGHG IRU LQGLYLGXDOO\ HYDOXDWHG ORDQV LV EDVHG RQ DQ DQDC
WKH REVHUYDEOH PDUNHW SULFH RI WKH ORDQ RU ZKHQ UHSD\PHQW LV H[SHFWHG WKURX
GHSHQGHQW ORDQV

B3ULRU WR WKH DGRSWLRQ RI $68 WKH DOORZDQFH IRU FUHGLW ORVVHV RQ ORDQV Z
FKDUJHG WR H[SHQVH ZKLFK UHSUHVHQWHG PDQDJHPHQWYfVY EHVW HVWLPDWH RI LQKHUH:!
IRU FUHGLW ORVVHVY RQ ORDQV LQFOXGHG DOORZDQFH DOORFDWLRQV FDOFXODWHG LQ
DFFRUGDQFH ZLWK $6& 7RSLF S&RQWLQJIJHQFLHV ~
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$0O0ORZDQFH IRU ORDQV DFTXLUHG ZLWK FUHGLW GHWHULRUDWLRQ

%HJLQQLQJ -DQXDU\ ZKHQ D ORDQ SRUWIROLR LV SXUFKDVHG DQ DOORZDQFH LV HV\
GHWHULRUDWLRQ 3&' ORDQV DQG WKRVH QRW FRQVLGHUHG SXUFKDVHG ZLWK PRUH WKD
VDPH ULVN IDFWRUV GLVFXVVHG DERYH IRU RXU QRQ DFTXLUHG DOORZDQFH 7KH DOORZ
DFTXLVLWLRQ ZKHUHDY WKH DOORZDQFH HVWDEOLVKHG IRU ORDQV FRQVLGHUHG 3&' DW
LQFUHDVHY DQG GHFUHDVHV LQ WKH DOORZDQFH UHODWHG WR DFTXLUHG ORDQV DUH UHFF

$OORZDQFH IRU XQIXQGHG FUHGLW FRPPLWPHQWYV

7KH &RPSDQ\ DOVR DVVHVVHV WKH FUHGLW ULVN DVVRFLDWHG ZLWK RII EDODQFH VKHF
H[SRVXUH UHODWHG WR ORDQ FRPPLWPHQWY DQG RWKHU FUHGLW JXDUDQWHHY LV LQFC
XQIXQGHG FUHGLW FRPPLWPHQWY DUH HVVHQWLDOO\ WKH VDPH DV IRU ORDQV WKH &RPSD
DGMXVWHG IRU DQ H[SHFWDWLRQ RI WKH DFWXDO XWLOL]J]DWLRQ RI WKH FRPPLWWHG FUHGLW

$O0ORZDQFH RQ LQYHVWPHQW VHFXULWLHYV

7KH DOORZDQFH IRU FUHGLW ORVVHV HQFRPSDVVHY SRWHQWLDO H[SHFWHG FUHGLW ORVV
KLVWRULFDO ORVV GDWD IRU ERWK RXU SRUWIROLR DQG VLPLODU W\SHV RI LQYHVWPHQ
UHYLHZ RI WKH VHFXULWLHY SRUWIROLR IRU H[SHFWHG FUHGLW ORVVHV LQFOXGHV D¢
LQVXUDQFH RU RWKHU DYDLODEOH FUHGLW VXSSRUW DV ZHOO DV RXU H[SHFWDWLRQV RI
KROG WKH VHFXULW\ RYHU D SHULRG Rl WLPH VXIILFLHQW WR UHFRYHU LWV YDOXH XS WR V
FUHGLW ORVV HVWLPDWHV DUH DSSURSULDWH IRU WKH VHFXULWLHY SRUWIROLR

%DVHG RQ RXU DVVHVVPHQWY H[SHFWHG FUHGLW ORVVHV RQ WKH LQYHVWPHQW VHFXUL
FUHGLW ORVY ZDV UHFRUGHG UHODWHG WR RXU LQYHVWPHQW VHFXULWLHYV

B3ULRU WR WKH DGRSWLRQ RI $68 GHFOLQHYV LQ WKH IDLU YDOXH RI DYDLODEOH IRU
UHIOHFWHG LQ HDUQLQJV DV UHDOL]J]HG ORVVHV ,Q HVWLPDWLQJ RWKHU WKDQ WHPSRUDU\
L WKH OHQJWK RI WLPH DQG WKH H[WHQW WR ZKLFK WKH IDLU YDOXH KDG EHHQ OHVV WKD
DQG RXU DELOLW\ WR UHWDLQ RXU LQYHVWPHQW LQ WKH LVVXHU IRU D SHULRG RI WLPH VXI

$FFUXHG ,QWHUHVW

7KH &RPSDQ\ KDV HOHFWHG WR H[FOXGH DFFUXHG LOWHUHVW UHFHLYDEOH IURP WKH DI
HOHFWHG WR QRW PHDVXUH DQ DOORZDQFH IRU FUHGLW ORVVHV RQ DFFUXHG LQWHUHVW I
LQWHUHVW LQ D WLPHO\ PDQQHU )RU ORDQV WKLV RFFXUV ZKHQ D ORDQ LV SODFHG RQ QR
D ORDQ KDV EHFRPH SDVW GXH DOWKRXJK FHUWDLQ ORDQV DFFUXH LOWHUHVW DIWHU
FRQWUDFWXDO SD\PHQWV )RU GHEW VHFXULWLHY WKH HOHFWLRQV DUH PDGH EDVHG VF
HQWLWLHY WR FRQWLQXH PDNLQJ FRQWUDFWXDO SD\PHQWYV 6XFK ZULWH RIIV DUH UHFR
VHFXULWLHY SRUWIROLR LV LQFOXGHG ZLWKLQ $FFUXHG ,QWHUHVW S5HFHLYDEOH LQ WKH &I

SUHPLVHY DQG (TXLSPHQW
3UHPLVHY DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ
VWUDLJKW OLQH PHWKRG IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV

7KH FRVWV RI DVVHWYV UHWLUHG RU RWKHUZLVH GLVSRVHG RI DQG WKH UHODWHG DFFX
UHVXOWLQJ JDLQV RU ORVVHVY DUH LQFOXGHG LQ FXUUHQW RSHUDWLRQV ([SHQGLWXUHV I}
DQG LPSURYHPHQWY DUH FDSLWDOL]JHG DQG H[SHQVHG RYHU WKHLU HVWLPDWHG GHSUHFLD
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2WKHU 5HDO (VWDWH 2ZQHG

5HDO HVWDWH SURSHUWLHY DFTXLUHG WKURXJK RU LQ OLHX RI ORDQ IRUHFORVXUH RU QH
GDWH RI DFTXLVLWLRQ $Q\ ZULWH GRZQV EDVHG RQ WKH DVVHW({V IDLU YDOXH DW WKI
YDOXDWLRQV DUH SHULRGLFDOO\ SHUIRUPHG E\ PDQDJHPHQW DQG SURSHUW\ KHOG IRU VvDO
ORVVHV RQ SURSHUW\ WR EH KHOG DQG XVHG DUH PHDVXUHG DV WKH DPRXQW E\ ZKLFK W
LPSURYHPHQWY DUH FDSLWDOL]JHG ZKHUHDV FRVWY UHODWLQJ WR KROGLQJ SURSHUW\ DU
ZULWH GRZQV DUH UHFRUGHG DV D FKDUJH WR RSHUDWLRQV LI QHFHVVDU\ WR UHGXFH WK

*RRGZLOO DQG 2WKHU ,QWDQJLEOH $VVHWYV

*RRGZLOO UHSUHVHQWYVY WKH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKH IDLU YDOXH R
LOQWDQJLEOH DVVHWY GHHPHG WR KDYH DQ LQGHILQLWH XVHIXO OLIH DUH QRW DPRUWL]HC
QHFHVVDU\

,QWDQJLEOH DVVHWYV ZLWK HVWLPDEOH XVHIXO OLYHV DUH DPRUWL]HG RYHU WKHLU UHVSt
GRZQ WR LWV HVWLPDWHG IDLU YDOXH 2XU RWKHU LQWDQJLEOHV LQFOXGH FRUH GHSRVLW
UHFRUGHG LQ FRQQHFWLRQ ZLWK EXVLQHVV FRPELQDWLRQV LQYROYLQJ EDQNV DQG EUD
OLVW FRQVLVWLQJ RI FXVWRPHU FRQWDFW LQIRUPDWLRQ DFTXLUHG WKURXJK EXVLQHVV
EDVLV RYHU WKHLU HVWLPDWHG XVHIXO OLIH &RUH GHSRVLW DQG FXVWRPHU LQWDQJLE
FDUU\LQJ DPRXQW RI WKH DVVHWY PD\ QRW EH UHFRYHUDEOH IURP IXWXUH XQGLVFRXQWH(

7KH &RPSDQ\ UHFRJQL]JHV WKH ULJKWV WR VHUYLFH PRUWJDJH DQG RWKHU ORDQV DV VH
ZKHQ SXUFKDVHG RU ZKHQ VHUYLFLQJ LV FRQWUDFWXDOO\ VHSDUDWHG IURP WKH XQGHUO\
D VHUYLFLQJ ULJKW JHQHUDOO\ DQ DVVHW LV UHFRUGHG DW IDLU YDOXH DW WKH WLPH R
DPRUWL]JHG RYHU WKH UHPDLQLQJ VHUYLFH OLIH RI WKH ORDQ

QFRPH 7D[HV

7KH SURYLVLRQ IRU LQFRPH WD[HV LV EDVHG RQ DPRXQWYV UHSRUWHG LQ WKH VWDWHPHQW
VHFXULWLHYV $OVR FHUWDLQ LWHPV RI LQFRPH DQG H[SHQVH DUH UHFRJQL]JHG LQ GLIIHU
SURYLVLRQV IRU GHIHUUHG WD[HV DUH UHFRUGHG LQ UHFRJQLWLRQ RI VXFK WHPSRUDU\ GL

'"HIHUUHG WD[HVY DUH SURYLGHG XWLOL]JLQJ D OLDELOLW\ PHWKRG ZKHUHE\ GHIHUUHG WI
GLIIHUHQFHVY EHWZHHQ WKH UHSRUWHG DPRXQWYV RI H[LVWLQJ DVVHWYVY DQG OLDELOLWLHYV
RI FKDQJHV LQ WD[ ODZV DQG UDWHV RQ WKH GDWH RI HQDFWPHQW

7KH &RPSDQ\ ILOHV D FRQVROLGDWHG IHGHUDO LQFRPH WD[ UHWXUQ &RQVROLGDWHG
SHUPDQHQW GLIIHUHQFHV

7KH &RPSDQ\ HYDOXDWHY DOO VLIQLILFDQW WD[ SRVLWLRQV DV UHTXLUHG E\ DFFRXQWLC(C
DQG WKH &RPSDQ\ GRHV QRW EHOLHYH LW KDV WDNHQ DQ\ SRVLWLRQV WKDW ZRXO
DQ\ XQUHDOL]HG WD[ EHQHILWY WKDW ZRXOG HLWKHU LQFUHDVH RU GHFUHDVH ZLWKLQ WKH

7KH &RPSDQ\ ILOHV LQFRPH WD[ UHWXUQV LQ WKH 8 6 IHGHUDO MXULVGLFWLRQ DQG DSS¢
VWDWH LQFRPH WD[ HIDPLQDWLRQV E\ WD[ DXWKRULWLHV IRU \HDUV EHIRUH $Q\ LQWH
LQFOXGHG LQ RWKHU H[SHQVHYV LQ WKHVH ILQDQFLDO VWDWHPHQWY DV DSSOLFDEOH
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6WRFN %DVHG &RPSHQVDWLRQ

$V GHVFULEHG LQ 1RWH WKH &RPSDQ\ KDV LVVXHG VWRFN RSWLRQV VWRFN JUDQW
&RPSDQ\ KDV DGRSWHG D IDLU YDOXH EDVHG PHWKRG RI DFFRXQWLQJ IRU WKHVH DZDUG
DzDbUG DQG LV UHFRJQL]JHG RYHU WKH UHTXLVLWH VHUYLFH SHULRG ZKLFK LV XVXDOO\ WKt

6WDWHPHQWY RI &DVK )ORZV
JRU SXUSRVHV RI UHSRUWLQJ FDVK IORZV FDVK DQG FDVK HTXLYDOHQWY LQFOXGH FDVK F

&RPSUHKHQVLYH ,QFRPH

$FFRXQWLQJ SULQFLSOHY JHQHUDOO\ UHTXLUH WKDW UHFRJQL]JHG UHYHQXH H[SHQVHYV
OLDELOLWLHV VXFK DV XQUHDOL]JHG JDLQV DQG ORVVHV RQ DYDLODEOH IRU VDOH VHFXUL'
Rl WKH EDODQFH VKHHW VXFK LWHPV DORQJ ZLWK QHW LQFRPH DUH FRPSRQHQWV RI FRF
&RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH ,QFRPH IRU DOO SHULRGV SUHVHQWHG

$GYHUWLVLQJ
7KH &RPSDQ\ H[SHQVHV DOO FRVWY RI DGYHUWLVLQJ DQG SURPRWLRQ WKH ILUVW WLPH WK
DQG WKH &RPSDQ\ H[SHQVHG FRVWYV RI PLOOLRQ PLOOLRQ DQG PLOOLRQ UHVSH

S5HFRJQLWILRQ RI 5HYHQXH IURP &RQWUDFWV ZLWK &XVWRPHUYV

6HUYLFH FKDUJHVY RQ GHSRVLW DFFRXQWYV IHH DQG EURNHU FRPPLVVLRQV $70 GHELW FIL
EDQNLQJ VHUYLFHV DUH WKH VLIJQLILFDQW QRQLQWHUHVW LQFRPH VRXUFHV RI UHYHQXH II
SHUIRUPDQFH RI WKHVH VHUYLFHV 7KH &RPSDQ\YfV SHUIRUPDQFH REOLJDWLRQV DUH JHQ
UHSRUWLQJ SHULRG )HHV ZKLFK DUH W\SLFDOO\ ELOOHG DQG FROOHFWHG DIWHU VHUYLFt
QRUPDO FRXUVH RI EXVLQHVV WKH &RPSDQ\ GRHV QRW JHQHUDOO\ JUDQW UHIXQGV IRU V
UHWXUQV

$FFRXQOWLQJ 6WDQGDUGY $GRSWHG LQ

(I"THFWLYH -DQXDU\ WKH &RPS)DQDDER BW HIGAMSREIPM QRW VHY 7RSLF OHDVXUHPH(
, QVWUXHODPDWHG WR WKH LPSDLUPHQW RI ILQDQFLDO LQVWUXPHQWY 7KLV JXLGDQFH FRPPI
UHFRJQLWLRQ WR D PRGHO WKDW LV EDVHG RQ H[SHFWHG ORVVHVY UDWKHU WKDQ LQFXUU
RQ WKH &RPSDQ\YfV ORDQ SRUWIROLR LQFOXGLQJ XQIXQGHG FUHGLW FRPPLWPHQWYV 3UI
LQFXUUHG ORVV PRGHO 8SRQ WKH DGRSWLRQ RI &(&/ FHUWDLQ ORDQ FODVVLILFDWLR
VWDQGDUG DQG PRUH HIIHFWLYHO\ PRGHO WKH &(&/ HVWLPDWH 7KH XSGDWHG &(&/ VHIPHQ
FODVVLILFDWLRQV KDYH EHHQ DGMXVWHG WR UHIOHFW &(&/ VHIPHQWDWLRQV 5HVXOWYV IUR

8SRQ DGRSWLRQ RI WKH JXLGDQFH RQ -DQXDU\ WKH &RPSDQ\ UHFRJQL]HG DQ U
DGMXVWPHQW DW RXU HIIHFWLYH WD[ UDWH 7KH &RPSDQ\ DQG E %$1. DUH VXEMHFW WR
DJHQFLHV KDYH SURYLGHG UHOLHI IRU DQ LQLWLDO FDSLWDO GHFUHDVH DW DGRSWLRQ
ZDV QRW VLJQLILFDQW WR WKH &RPSDQ\TV UHJXODWRU\ FDSLWDO

7KH DGRSWLRQ RI WKLV JXLGDQFH GLG QRW KDYH D PDWHULDO LPSDFW RQ WKH &RPSDQ\T
DJHQF\ VHFXULWLHY DV ZHOO DV KLJKO\ UDWHG UHVLGHQWLDO DJHQF\ PRUWJDJH EDFNHG
DUH UHTXLUHG WR EH UHFRJQL]HG WKURXJK DQ DOORZDQFH IRU FUHGLW ORVVHV DVVRFLD\
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7KH &RPSDQ\ DOVR DGRBWHR EE® O ,H ¥ WHXIPMQQRVWHVYURRBOHG '"HEW 5HVWUXFWXULRQV-DQXRI

7KH VWDQGDUG PRGLILHVY WKH FULWHULD IRU LGHQWLILFDWLRQ RI WURXEOHG GHEW
UHTXLUHYV YLQWDJH WDEOH GLVFORVXUHY DQG SUHVHQWDWLRQ RI JURVV ZULWH RIIV GXUI
VWDQGDUG 7KH LPSOHPHQWDWLRQ RI WKH VWDQGDUG GLG QRW KDYH D PDWHULDO LPSI
GLVFORVXUHV KDYH EHHQ SUHVHQWHG LQ WKH IRRWQRWHY EHORZ

SFFRXQWLQJ 6WDQGDUGY 1RW <HW $GRSWHG

$68 1R 3,QFRPH 7D[HV 7RSLF ,PSURYHPHQW$68 R ,QFRIFHHI XDUHMWERXRRUXKE HWXVLQHVYV
LQIRUPDWLRQ LQ VSHFLILHG FDWHJRULHV ZLWK UHVSHFW WR WKH UDWH UHFRQFLOLDWLRQ
DERXW UHFRQFLOLQJ LWHPV LQ WKH UDWH UHFRQFLOLDWLRQ LQ VRPH FDWHJRULHV LI LWH
WD[HV SDLG QHW RI UHIXQGYVY GLVDJJUHJDWHG E\ IHGHUDO VWDWH DQG IRUHLJQ WDIJ}
TXDQWLWDWLYH WKUHVKROG $68 LV HIITHFWLYH IRU WKH &RPSDQ\ VWDUWLQJ -DQXDU\
VLIQLILFDQW LPSDFW RQ RXU ILQDQFLDO VWDWHPHQWYV

IRWHS5HFODVVLELFDWLRQV
&HUWDLQ UHFODVVLILFDWLRQV PD\ KDYH EHHQ PDGH WR WKH SULRU \HDUVY ILQDQFLDO VWL
6SHFLILFDOO\ IRU WKH DGRSWLRQ RI &(&/ SULRU WR -DQXDU\ WKH DOORZDQFH IRU |
$68 LH $6& FHUWDLQ ORDQ FODVVLILFDWLRQ DQG VHIPHQWDWLRQ FDWHJRULHYV 2z
PRGHO WKH &(&/ HVWLPDWH 7KH XSGDWHG &(&/ VHIPHQWDWLRQ LV UHIOHFWHG LQ WKH GLVF
SUHVHQWHG XVLQJ WKH SUHYLRXVO\ DSSOLFDEOH *$$3

7KHVH UHFODVVLILFDWLRQV KDYH QR PDWHULDO HIIHFW RQ SUHYLRXVO\ UHSRUWHG VKDUHI
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IRWHOHUJHUV DQG $FTXLVLWLRQV

7H[DV &LWLIJHQV %DQFRUS ,QF

2Q ODUFK WKH &RPSDQ\ FRQVXPPDWHG WKH PHUJHU RI 7H[DV &LWL]HQV %DQFRUS ,QF
SXUVXDQW WR WKH WHUPV RI WKDW FHUWDLQ $JUHHPHQW DQG 30DQ RI 5HRUJDQL]DWLRQ
&RPSDQ\ DQG 7&%, WKH (0HUJHU~ $OVR RQ ODUFK 7&%,1V ZKROO\ RZQHG EDQNLQJ V
DQG LQWR E %$1. 3XUVXDQW WR WKH WHUPV RI WKH 5HRUJDQL]DWLRQ $JUHHPHQW XSRQ F
VWRFN WR WKH IRUPHU VKDUHKROGHUV RI 7&%, $W )HEUXDU\ 78&%, UHSRUWHG PLO

7KH IROORZLQJ WDEOH UHIOHFWV WKH FRQVLGHUDWLRQ SDLG IRU 7&%,fV QHW DVVHWYV DQ!

&RVW DQG $OORFDWLRQ RI 3XUFKDVH 3ULFH IRU 7H[DV &LWL]JHQV %DQFRU
'ROODUV LQ WKRXVDQGV H[FHSW SHU VKDUH GDWD
3XUFKDVH 3ULFH
6KDUHV ,VVXHG WR 7&%, V 6KDUHKROGHUV RQ ODUFK
&ORVLQJ 6WRFN 3ULFH RQ )HEUXDU\
7TRWDO 6WRFN ,VVXHG
2WKHU &RQVLGHUDWLRQ ,QFOXGLQJ (TXLW\ $ZDUGYV
7TRWDO 3XUFKDVH 3ULFH
1HW $VVHWV $FTXLUHG
&DVK DQG &DVK (TXLYDOHQWYV
6HFXULWLHY $YDLODEOH IRU 6DOH
/IRDQV DQG /HDVHV 5HFHLYDEOH
BUHPLVHVY DQG (TXLSPHQW 1HW
&DVK 9DOXH RI /LIH ,QVXUDQFH
&RUH "HSRVLW ,QWDQJLEOH
2WKHU $VVHWYV
7TRWDO $VVHWYV

'"HSRVLWYV

%RUURZLQJV

2WKHU /LDELOLWLHV

7TRWDO /LDELOLWLHV

1HW $VVHWYV $FTXLUHG

*RRGZLOO 5HVXOWLQJ IURP OHUJHU

7KH &RPSDQ\ KDV UHFRUGHG DSSUR[LPDWHO\ DQG PLOOLRQ RI DFTXLVLWLRQ UH
EHQHILWYV IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\

7KH IROORZLQJ LV D GHVFULSWLRQ RI WKH PHWKRGV XVHG WR GHWHUPLQH WKH IDLU YDOX

&DVK DQG &DVK (RXLKFDOWQYY DPRXQW RI WKHVH DVVHWYVY ZDV D UHDVRQDEOH HVWLPDWH



7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+%$5(6 ,1& $1' 68%6,',$5,(6
127(6 72 &2162/,'$7(' ),1$1&,$/ 67$7(0(176

6HFXULWLHV $YD)DOIDEYBORHWYEIRWHVHFXULWLHY ZHUH EDVHG RQ TXRWHG PDUNHW SULFHV
HVWLPDWHY ZHUH EDVHG RQ REVHUYDEOH LQSXWV LQFOXGLQJ TXRWHG PDUNHW SULFHV |
LQSXWV WKDW ZHUH REVHUYDEOH LQ WKH PDUNHW ,Q WKH DEVHQFH RI REVHUYDEOH LQSX'

/RDQV DQG /HDVHM BH FHLYPOHEW HRU ORDQV ZHUH EDVHG RQ D GLVFRXQWHG FDVK IORZ PHW
W\SH FODVVLILFDWLRQ VWDWXVY UHPDLQLQJ WHUP SUHSD\PHQW VSHHG DQG FXUUHQW C
QHZ RULJLQDWLRQV Rl FRPSDUDEOH ORDQV DQG LQFOXGHG DGMXVWPHQWYV IRU DQ\ OLTXL
WKDW ZDV LQFOXGHG ZLWKLQ WKH HVWLPDWHG FDVK IORZV

&RUH "HSRVLW3&QWDIQH UBPQH YDOXH IRU FRUH GHSRVLW LQWDQJLEOH DVVHWY ZDV HV\
DSSURSULDWH FRQVLGHUDWLRQ WR H[SHFWHG FXVWRPHU DWWULWLRQ UDWHV QHW PDLQ
&', LV EHLQJ DPRUWL]HG RYHU \HDUV EDVHG XSRQ WKH SHULRG RYHU ZKLFK HVWLPDWHG |
'"HSRVIZWN IDLU YDOXHV XVHG IRU WKH GHPDQG DQG VDYLQJVY GHSRVLWV E\ GHILQLWLRQ F
GHSRVLWY ZHUH HVWLPDWHG XVLQJ D GLVFRXQWHG FDVK IORZ DQDO\VLYVY WKDW DSSOL
GHSRVLWYV

%RUURZIDQWYDOXHV IRU ERUURZLQJY ZHUH EDVHG RQ HVWLPDWHG PDUNHW UDWHY RYHU W
3UR IRUPD WDEOHV IRU 7&%, ZHUH LPSUDFWLFDO WR LQFOXGH GXH WR WKH FRVW YHUVXV E

6PLWK 6KHOOQXW :LOVRQ //&

2Q $sULO WKH &RPSDQ\ FRQVXPPDWHG WKH DFTXLVLWLRQ WKURXJK E %$1. RI 66:
GHILQLWLYH DJUHHPHQW GDWHG DV RI ODUFK 3XUVXDQW WR WKH WHUPV RI WKH DJ
FDVK DQG LVVXHG PLOOLRQ LQ VXERUGLQDWHG GHEW ZKLFK LV IXUWKHU GHVFULEHG LQ
LQ WRWDO DVVHWYV DQG PLOOLRQ LQ WRWDO OLDELOLWLHV $V SDUW RI WKH DFTXLVLWLF
EH DPRUWL]HG RYHU D \HDU SHULRG



























































































































