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$QQOXDO 5HSRUW $F

7KH DFTXLVLWLRQ RI 7KH &RUB\SHIWD BWls ¥ tiw

%DQN RQ -DQKN’\JLYHQ YWERKKS SHUIRUPDQFH KLJKOLJKWYV
&RYHQWU\ %XLOGLQJ 6RFLHYWDWHCH QW IURP RXU &KDLU
SODWIRUP WR EXLOG D PREHUSKPXWIXDPQVLYH V UHYLHZ R

EDQNLQJ JURXS ZLWK VFDd*l—‘PFL‘S* 'Q 7*f:Fb8f—FDPLPHUDWLYH %D

UDWHJ

VHQVH Rl SXUSRVH 2xu VWDNHKROGHUV _

$ PXWXDO RZQHG E\ RXU P"M:L@ﬁ D VXVWDLQDEOH *URXS

ZLWK WKH DPELWLRQ WR RAEM WREANRGYRPHOW bOC
PHDQLQNXOO\GL”HUHQWMWBNQ_b@h%M2HWHuwanﬂ
EXVLQHVVHY DQG LQGLYLGXDOV DFURVYV WKH
FRXQWU\ %ULQJLQJ WRIHWKHUDWKHPERW WHSRUW__

RI WKH &RYHQWU\ %XLOGL@JRBPW'—I-?W\DW@( RXU FDSLWD(

I VLWLR DQG KRZ
7KH &R RSHUDWLYH %DQN ¥R BN RHIE L b, ek s Ren
PHHW SHRSOHV QHHGV

2XU DSSURDFK WR FOLPDWH FKDQJ

7KLY VHFWLRQ RXWOLQHV KRZ WKF
UHVSRQGLQJ WR FOLPDWH FKDQJH
LWV FOLPDWH UHODWHG ILQDQFLD

*RYHUQDQFH

2XU %RDUG Rl GLUHFWRUV DQG D |
RXU JRYHUQDQFH LQFOXGLQJ WKH
SHSRUW DQG DQQXDO UHSRUW RQ
UHPXQHUDWLRQ

JLQDQFLDO 6WDWHPHQWYV ___

2XU DXGLWHG ILQDQFLDO VWDWHP
UHODWHG QRWHYV LQFOXGLQJ WKH
$XGLWRUV 5HSRUW

2WKHU LQIRUPDWLRQ
$QQXDO %XVLQHVV 6WDWHPHQW
*ORVVDU\

OLVLW XXZEKEHWKHFRYHQWU\ FR XN

7KH SKRWRJUDSK\ LQ WKLV $QQXDO 5HSRUW $FFRXQWV IHDWXUHV VRPH RI RXU DPD]JLQJ FROOHDJXHV F

&RYHQWU\ %XLOGLQJ 6RFLHW\ LV DXWKRULVHG E\ WKH 3UXGHQWLDO 5HIXODWLRQ $XWKRULW\ DQG UHJX(
WKH 3UXGHQWLDO 5HIXODWLRQ $XWKRULW\ ILUP UHIHUHQFH QXPEHU &RYHQWU\ %XLOGLQJ 6RFLH\
%LQOH\ &RYHQWU\ :HVW OLGODQGV &9 74

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



$QQXDO 5HSRUW $F
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7KH IROORZLQJ WHUPV DUH XVHG LQ WKLV UHSRUW

7KH *URXS &RYHQWU\ %XLOGLQJ 6RFLHW\ DQG DOO RI LWV V)
%DQN IURP -DQXDU\

&RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHQWU\ %XLOGLQJ 6RFLHW\ SDUHQW HQWLW\ F
WKH 6RFLHW\

7KH 6RFLHW\ VXE JURXS &RYHQWU\ %XLOGLQJ 6RFLHW\ DQG LWV VXEVLGLE
VXE JURXS

7KH &R RSHUDWLYH %DQN +ROGLQ@KHW HH@WLW\ DFTXLUHG RQ -DQXDU\ E\ &RYHQ

WKH %DQN LQFOXGLQJ DOO RI LWV VXEVLGLDULHYV

WKH %DQN VXE JURXS

7KH &R RSHUDWLYH %DQN 7KH WUDGLQJ HQWLW\ ZKLFK FRQGXFWV WKH EDQ
%DQN VXE JURXS

8QGHUO\LQJ SURILW 8QGHUO\LQJ SURILW H[FOXGHV DOO RI WKH DFFRX
WKH %DQN LQFOXGLQJ GD\ RQH DFTXLVLWLRQ DF
XQZLQGV UHVHW RI DFFRXQWLQJ SROLFLHV RQ W
OLDELOLWLHYVY DQG UHODWHG DFTXLVLWLRQ DQG |
SHUIRUPDQFH LV FRQVLGHUHG WR EH D EHWWHU |
SHUIRUPDQFH

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV
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*URXS SHUIRKEDKQ®HI KWV

$ GHILOIXE WUDQVIRUPDWLRQDO \HDU IRU WKH *URXS KDYLQJ
%DQN EDFN LOQWR PXWXDO RZQHUVKLS GHOLYHUHG RQ RXU LC
SHUIRUPDQFH FRPPLWPHQWY DQG FUHDWHG RXU QHZ DPELWLF

V D Ul
FDOO\

'"HOLYHULQJ IRU RXU PHPEHUY DQG RXU SHUVRQDO DQG EXVLQHVV F

+ 7KH DFTXLVLWLRQ RI WKH %DQN KDV RQ PRHDWIHG ( )
WR DQG VDYLQJW®®& FUHDWHY DQ RSSRUWXQLW ORUWJDJ}
PDUNHW VKDUH DFTXLUHG LQ WKH SHUVRQDO ppuUNHW PHQW

t ([FOXGLQUPWKFW Rl WKH DERXS/DMDRQQJ EDODQF ik DU H
VWDEOH LQ WKH \HDU DV ZH IRFXVHG RQ FDSLWD J VLIQI
LQRUJDQLF JURZWK LQ WKH SHULRG DQG WKH KLuner + ior ot ve vt HW

————

+ 7KH *URXS ODXQFKHG D VXFFHVVIXO OLPLWHG FR RVLWLF
$SULO EURDGHQLQJ RXU UHDFK WR WKH UHVLGH 6DYLQJV ZLWK F
ELOOLRQ RI DSSOLFDWLRQV UHFHLYHG LQ WKH \F PDUNHW

t ([FOXGLQLMSOFW Rl WKH DUFRDKS \AWMEIRRQ W EDODQI VKD U H
E\ .. ELOOLRQ WIROOLRQ UHIOHFWLQJ WKH VWUH/ RQV

_____

¥ 2YHU SHUVRQDO FXUUHQW DFFRXQWYV ZHUH RSH ' ' & ot 2

SRVLWLYH QHW VZLWFK LAQH R H ZHRIRY D/OYHRZ &XUUHQW
EXVLQHVV FXUUHQW DFFRXQWV RSHQHG ZLWK SO QVKLS
PDQDJHPHQW FDSDELOLW\ DFFRXQW

PDUNHW V pssoLFpEoH

2XU FRPPLWPHQW WR VHUYLFH DQG YDOXH

$ 7KH 6RFLHW\ FRQWLQXHV LWV UHFRUG RI RXWVW] LFH ZLV
136 VFRAUH DQG DQ DYHUDJH F RO 0@ XA\VHW RAQIEH 6RFLHW\
KDYH VWDUWHG WR PHDVXUH 136 DW WKH %DQN [ 'OUHDG
WUDFNLQJ SRVLWLYHO\ SURPRWF
6FRUH
$ 7KH %DQN KDV LQFUHDVHG LWV IRFXV RQ VHUYLF NR VHH
VLIQLILPBEWYHPHQW DFURVYV GLUHFW FKDQQHO Vel et el A ieisnay 7K H

DYHUDJH VSHHG WR DQWXHWHMDHOW MO NVWRR AVK D Q 9DOXH
WKH ORZHVW OHYHO LQ WKH ODVW VL[ \HDUV
UHWXUQE

¥ 7TKH 6RFLHW\ KDV FRQWLQXHG WR RIIHRLPORRIQU PHPEHUV
SUHPLOERYH WKH PDUNHW DYHUDJH EHLQJ SDLG LWK
WKH SULBWHYBSDWH WKH ORZHU EDQN UDWH HQYLU i

T

6XSSRUWLQJ RXU FROOHDJXHV DQG WKH F

¥ :H DUH SURXG RI RXU FRQWLQXHG H[WHUQDO UH
RUN LQ WKH VXSHU ODUJH RUKDQVWDOWKR®Q EW WM
WKH \HDUWR.Y UHIOHFWV WKH FRPLQJ WRJHWKH
D SHULRG RI VLIQLILFDQW FKDQJH IRU FROOHDJ

¥ 7KH 6RFLHW\ KDV EHHQ QDPHG DV RQH RIIRWKH 8.
'"HYHORSPHEWRJIQLVLQJ RXU FRPPLWPHQW WR PD
GHYHORSPHQW D NH\ SDUW RI RXU FXOWXUH

$ :H KDY®YHVWRIGOOLRQ RYHU WKH \HDU LQ VXSSR
ZRUNLQJ DORQJVLGH QDWLRQDO DQG QXA FKD
PDLQWDLQLQJ RXU IXQGLQJ WR WDFNOH \RXWK K

YH
ODFH V

V DQG

J

P OLRQ

J

6RXUFH %DQN RI (QJODQG ODUNHW GDWD DV DW 'HFHPEHU '"HFHPEHU

$ PHDVXUH RI FXVWRPHU DGYRFDF\ WKDW UDQJHV EHWZHHQ DQG ZKLFK UHSUHVHQWY KRZ OLNHO\ D FXVWRPHU LV V
PHDVXUHG IURP $SULO

%DVHG RQ 6RFLHW\ DYHUDJH FDOO ZDLWLQJ WLPHV EHWZHHQ -DQXDU\ DQG 'HFHPEHU

%DVHG RQ WKH 6RFLHW\.-V DYHUDJH PRQWK HQG VDYLQJVY UDWH FRPSDUHG WR WKH &$&, /WG V &XUUHQW $FFRXQW DQG 6D
FXUUHQW DFFRXQWY DQG RIIVHW VDYLQJV IRU WKH PRQWKY RI WKH \HDU

$ PHDVXUH LQGLFDWLQJ D WUXVW EDVHG SHRSOH ILUVW ZRUNSODFH EDVH&XXB®QHSRVLWLYH UHVSRQVHV WR WKH DQQXDO *U

% *UHDW 30DFH WR :RUN

7TRWDO FRPPXQLW\ LQYHVWPHQW PDGH E\ WKH *URXS KDV EHHQ GHWHUPLQHG LQ OLQH ZLWK WKH %XVLQHVV IRU 6RFLHWD(

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



*URXS SHUIRUPDQFH KLJKOI

$V D Ul
FDOO\

SREXVW *URXS ILQDQFLDO SHUIRUPDQFH

¥ 8QGHUOSIUGRILW EHIRUH WD[ LPEOWODRIPG WR ...
PLOOLRQ ZLWK LQFRPH FRVWYVY DQG LPSDLUPHQ 8QGHUO\[ DV D U]
RI WKH DFTXMWHKHE/Q@RQ RFEDQXDU\ SURILW

+ 6WDWXWREHSRIRHLWD|[ LQF UHL\OHG RR ... PLOOLRQ
LQFOXGLQJ D JPLOGURQ RQ WKH DFTXLVLWLRQ R I=NaRNSON R
JDLQ UHIOHFWY WKH DJUHHG SXUFKDVH FRQVLGH
IDLU YDOXH RI WKH QHW DVVHWV DFTXLUHG

I 7TRWDO XQGHUO\LQJ LREBGBBOHRR) ... PLOOLRQ DQG 6WDWXWE P
XQGHUQHWILQWHUHWIPD SURILW e

I 8QGHUORRYWY RPLOOLRQ PLOOLR®OXGLQJ ... EHIRUH W .. P
PLOORRZDQN FRMWRVW WR LQFRPH UDWLR LQFU
LQFOXVLRQ RI WKH %DQN V ILQDQFLDO UHVXOWYV
FRVWYV UHPDLQHG EURPGO@QOHRAROX @MW) P.LOOLRQ
DFTXLVLWLRQ DQG LQWHJUDWLRQ FRVWYV

f 7KH %DQN V SHUIRUPDQFH LV LQ OLQH ZLWK RXU
SURYLGLQJ FRQILGHQFH LQ WKH ILQDQFLDO EHQ
I UDXG ORVVHV KDYH VHHQ D VLIJQLILFDQW UHGXF
IDOO LQ ORVVHV LQFXUUHG

HORZ

o W\ VXI

\HD U
RQ %D
D QHD

7KH QHZO\ IRUPHG JURXS LV ZHOO FDSLWAQ

$+ /HYHUDJH UDWLR RI DQG &(7 UDWLR RI
ZHOO DERYH UHJXOTKMRWA ®HPMVAIORQ LQ WKH \HDU
LQFOXVLRQ RI WKH %DQN

f $UUHDUV UDWHVY UHPDLQ ORZ IRU WKH ZUWRKS DW
PRUWJDJHV PRUH WKDQ WKUHH PRQWKYV LQ DUUH
WKH PDUNHW RYHGDWHLPSDLUPHQW FKDUJHV RI
VWDWXWRU\ EDVLV L. UHRPHCWLR@EH HOQHODXWLR
DQG WKH DFFRXQWLQJ UHTXLUHPHQWYVY WR UHVH

¥ 7KH DYHUDJH OLTXLGLW\ FRYHUDJH UDWLR /&5
UHPDLQHG VWURQJ DW ZLWK WKH *URXS VXFFHYV
WKH PDMRULW\ RI RXWFWDAA®UYJILY) 6MKH \HDU

UHDU

DUUHDUYV

7KH *URXS FRQOWLERKKMWFRIQLVHG HIWHUQDOO\ IRU GRLQJ WKH ULJK

&RYHQWU\ %XLOGLQJ 6F
)DLUHU )I*@DGFHLEERQ

IRU FXVWRPHU H[SHULH
IRU RXU PRUWJDJHYV

&RYHQWU\ %XLOGL{
)DLUHU )LQDQFH
*ROG ULEERQ IRU FE
H[SHULHQFH IRU RN

7KH &R RSHUDWLY
5HFRIJQLVHG DV D &
(FR 3URYLGHU IRU E
$FFRXQWV IRU WK
\HDU UXQQLQJ

WKH *URXS

*UHDW 30DFH WR :RUN ¢
'RUNSODFHV LQ )LQDQF
BHUYLFHV ,QVXUDQFH

([FOXGLQJ LWHPV WKDW DUH RQH RII LQ QDWXUH UHODWLQJ WR WKH SXUFKDVH DQG LQWHJUDWLRQ RI WKH %DQN 6HH SDJ
7KH 8. OHYHUDJH UDWLR IUDPHZRUN LV QRW \HW ELQGLQJ IRU WKH *URXS DQG LV H[SHFWHG WR DSSO\ DW WKH SRLQW UHV
6RXUFH 8. )LQDQFH

7KH %DQN RI (QJODQG V 7HUP )XQGLQJ 6FKHPH ZLWK DGGLWLRQDO LQFHQWLYHV IRU 60(V 7)60(

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



$ VWDWHPHQW IURP RXU &K

$ FKDOOHQJLQJ HFRQRPLF DQG JHRSROLWI

FRQWLQXHG WR EH D FKDOOHQJLQJ HFF
(FRQRPLF JURZWK ZDV PLQLPDO WKURXJKR
EXVLQHVV FRQILGHQFH UHPDLQV ORZ ZLW
*RYHUQPHQW: V ILVFDO SROLF\ ZHLJKLQJ K|
DQG KLULQJ GHFLVLRQV

*HRSROLWLFV KDV UHPDLQHG XQVWDEOH L
FROG ZDU FRQVHQVXV FRPLQJ XQGHU LQFU
WKUHDW $00 RI WKHVH HOHPHQWY KDYH F
RI WKH PRVW FKDOOHQJLQJ PDUNHW HQYLL
IRU VRPH WLPH

7KH ILQDQFLDO VHUYLFHYVY LQGXVWU\ KDV L

IXUWKHU FRQVROLGDWLRQ LQ WKH UHWD|
LOFUHDVHG FRPSHWLWLRQ ERWK IURP ODI
VSHFLDOLVW OHQGHUV 7KLV KDV FUHDWH (

FR$GLWLR8V LQ ERWK WKH PRUWJDJHV DQ
ZDV D GHILQLQJ \HDU IRU &RYHQWU\

N W\DETXLUHG WKH %DQN DQG GLY
NBXLOGLQJ 6RFLHW\ DV ZH FRP§3:$'E!ZWQ)EBSW/}6V% PRQWKY RXU DELOLW\ \

DFTXLVLWLRQ RI 7KH &R RSHUBRK¥ENML WeRHINRXOEOQKDYH EHHQ FKDOOHC
RUJDQLVDWLRQ WKDW VKDUHVHRXYIEK WRRHY EURDGHU SURGXFW RII

HQKDGRHG DELOW VR P DQDUH B P DUILQ P RUDIH BHAQ)
KHULWDJH DQG YDOXHYV LQ FRPSHWLWLYH PDUNHWV DQG RIIHU WKF

3ULRU WR WKH DFTXLVLWLRQ WKW YWRDUG FDPH WR
WKH YLHZ WKDW PDLQWDLQLQ JXWIRH W AIDRWXK WHTEHR Y WKURXJIK D FKD
ZDV QRW JRLQJ WR EH RSWLPd@HJlR'ﬁ?g\M/\RKHL§P<EPXLZMFWU\LV\V/DULZF\’ND\L§RVQTNHL%
JLYHQ WKH FKDOOHQJHV RI D @ﬁﬁy\ifv@ﬁ%fﬁg%w MRE VHFXULW\ 7KLV
FRPSHWLWLYH ODQGVFDSH G LcHOWD® b&VMRB YDIW ERFQVLRQV VXFK D
DQGQ HFRQRPLF HQYLURQPHQ®? IRRUNHGY BKH IXWXUH

ZHDN JURZWK DQG XQFHUWDLQMLY QHUYRXVQHVV LV UHIOHFWHG LQ WKF
KRXVLQJ PDUNHW ZKHUH ZDV PDUNHG |
$V XQIROGHG ZLWK LQGXVWRAWK 10XFWXDWLQJ DFWLYLW\ OHYHOV

FRQVROLGDWLRQ SOD\LQJ RXWDUH BX FWARIRQXDG KRXVH SULFH LOF
LOWHUHVW UDWHYV DQG WLJIKWISG BPRYP N TR SR\YHQFHE Q

U DQ HYHU ZH QH
WKH VHFWRU LW LV FOHDU W LMV%* E%ﬁjﬁéﬁ?‘?w%&wv bOG FROWL
%DQN ZDV WKH ULJKW GHFLVLEBOJRUS R W h s v el L
:H QRZ KDYH WKH RSSRUWXQLW%MBQEEM%‘T’V WR PHHW WKH QHHGV

VRPHWKLQJ PHDQLQJIXOO\ GLIJHMHQW, LQ, Y 7wk wkn LQWHJUDW
LQGXVWU\ ZKLOH SURWHFWLQ&XW K&FIORQZLMWHURHWWHU SODFHG W

LQWHUHVWYV RI RXU PHPEHUYV FKDOOHQJHV DKHDG ZLWK FRQILGHQFH $F
FDQ RIIHU D EURDGHU UDQXIB\REBURRGEBW V

'XULQJ WKH \HDU WKH OHDGHBMWWQG WHRXRWYV DQG EXVLQHVV EDQNL
DFURVV WKH *URXS KDYH IRFXY3H&RIRQXHESLL QUUWQHY RI WKH QHZ *URX
WKH 6RFLHW\ DQG %DQN WRJH'W'IgHPJQLEK'PSS)Q-I G'—"HUSQW 'LJLRHF’W'EI_F':V\\;K!;
FRQWLQXLQJ WR GHOLYHU zK AR SR M, B Y S Ve o
RXU PHPEHUV DQG FXVWRPHUWDNH)F MXV@H@WIHU D PRGHUQ IUHVK D
VHUYLFH FRPSHWLWLYH UDWHWHKHO GKRALKHY 2 HFOY IKWXH LQ WKH PDL
RI NQRZLQJ WKHLU PRQH\ LV VIRMHFDRXHWYSHFW WR KHDU PRUH RQ WKDW !
FRPPLWPHQW WR WKHVH SULRULWLHY UHPDLQV DV

VWURQJ WRGD\ DV LW KDV EHHQ WKURXJKRXW RXU

\HDU KLVWRU\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



$ VWDWHPHQW |URRwRXU &K

'"HOLYHULQJ RQ RXU DUHDV RI IRFXYV

7KH %RDUG V RYHUDUFKLQJ SULRULW\ L\§WRHSHRMMN FVR W PR@AUH WKH *URXS L'
WHUP LQWHUHVWV RI LWV PHPEHUV 8QGHK KPW WEYk®AH VREUWKH HIWHUQDO F
%RDUG V SULRULW\ DUHDV GXULQJ WKH QP¥WH HRY L @FRXE WK BR WKH HQODUJHG *
SDUWLFXODU XQLTXH SRVLWLRQ LQ WKH PDUNHW DV D P

$ 'HILQLQJ WKH VWUDWHJ\ RI RXU FRPELRHENVLSRIxXYKH QHHGV RI LWV PHPEHUV DQG

¥ 2YHUVHHLQJ WKH RUJDQLVDWLRQDO LQWHJUDWLRQ RI
FROOHDJXHVY FXOWXUH DQG WHFKQRORJ\ DQG

¥ '"HOLYHULQJ LQ \HDU SHUIRUPDQFH WR: WK H; &kWé/%éRVVLEOH

VWDQGDUGYV
&KDLU RI WKH %RDUG
7KH EXVLQHVV KDV PDGH JRRG SURJUHVVW?HEBQMW\WKRVH

SULRULWIPHSDUWLFXODU®DR®HIBEPHGQW KD

EHHQ DEOH WR NHHS LWV IRFXV ILUPO\ RQ DFKLHYLQJ GD\ WR GD\
VHUYLFH DQG YDOXH IRU RXU PHPEHUVY DQG FXVWRPHUV DW WKH
VDPH WLPH DV SURJUHVVLQJ WKH FRPSOH[ SURMHFWV WKDW DUH
UHTXLUHG DV SDUW RI WKH LQWHJUDWLRQ SURFHVYV

6WUHQIJIWKHQLQJ RXU %RDUG

‘H KDYH PDGH D QXPEHU RI DSSRLQWPHQWYV LQ WR
VWUHQJWKHQ RXU %RDUG ,Q -DQXDU\ &DUROLQH ODUVK
EHFDPH WKH &KDLU RI WKH 5SHPXQHUDWLRQ &RPPLWWHH RQ
DSSRLOQWPHQW DQG ODUN 3DUNHU MRLQHG WKH %RDUG IURP 7KH

&R RSHDWYH %80ON - - DCH / HDFK DOR NRICHG WWH %R0DUG LQ

2FWREHU DQG DV &KDLU RI %RDUG $XGLW &RPPLWWHH IURP
1RYHPEHU $00 WKUHH KDYH KDG H[WHQVLYH DQG

VXFFHVVIXO FDUHHUV LQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ DQG
EULQJ YDOXDEOH IUHVK SHUVSHFWLYHV WR WKH %RDUG V
GLVFXVVLRQV

/RRNLQJ WR WKH IXWXUH

,Q WKH FRPLQJ \HDU ZH DQWLFLSDWH IXUWKHU UHGXFWLRQV WR
LQWHUHVW UDWHV ZKLOH WKH PRUWJDJH PDUNHW ORRNV VHW WR
UHPDLQ KLJKO\ FRPSHWLWLYH :H ZLOO FRQWLQXH WR ZRUN KDUG
WR EDODQFH WKH QHHGV RI DOO RI RXU PHPEHUV DQG FXVWRPHUYV
DQG HQVXUH ZH PHHW WKHLU H[SHFWDWLRQV LQ WHUPV RI VHUYLFH
DQG YDOXH

,Q WHUPV RI WKH LVVXHV RQ WKH KRUL]JRQ ZH NHHS D FRQVWDQW
H\H RQ SROLF\ FKDQJHVY DQG ZLOO PDNH RXU YRLFH KHDUG RQ
LVVXHV WKDW ZH IHHO JR DJDLQVW RXU PHPEHUV:- LQWHUHVWYV
'LWK WKDW LQ PLQG ZH ZHUH JODG WR VHH WKH *RYHUQPHQW
FDUYH RXW WKH RYHU V IURP WKH XSFRPLQJ FXWV WR WKH FDVK
,6 DOORZDQFHV

,Q WHUPV Rl WKH EURDGHU H[WHUQDO IRUFHV WKDW UHTXLUH RXU
DWWHQWLRQ WZR VWDQG RXW F\EHU VHFXULW\ DQG $UWLILFLDO
,QWHOOLJHQFH $, 7KH F\EHU WKUHDW FRQWLQXHV WR JURZ DQG
ZH DUH LQYHVWLQJ VLJQLILFDQWO\ LQ RXU GHIHQFHV DQG LQ
SURWHFWLQJ PHPEHUV DQG FXVWRPHUV IURP IUDXG $, DOVR KDV
WKH SRWHQWLDO WR EH JHQXLQHO\ WIiiInNAQNYIRIIDNDWI PNADN IRII RBDYII
LQGXVWU\ :KDW IRUP WKDW WUDQ'
HPHUJLQJ EXW ZH UHPDLQ DOHUW
RSSRUWXQLWLHV

7KH *URXS LV IRFXVH
GHOLYHULQJ ZKDW PD V PRVW
RXU PHPEHUV DQG FX
H[FHOOHQW VHUYLFH
UDWHV DQG WKH VHF
NQRZLQJ WKHLU PRQ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



6WUDWHJILF 5HS

<RXU &
WKH \H

FRUH LV D IXQGDPHQWDO EHOLHI WKDW HY
SRZHU WR FUHDWH SRVLWLYH FKDQJH ,-YF
SURXG WR ZLWQHVV WKDW SXUSRVH LQ DF
UHVSRQGHG WR WKH FKDOOHQJHV ZH KDYH
KXJH SURJUHVY ZLWK EULQJLQJ WRJIJHWKHL

LOQOWHIJUDWLRQ RI RXU VI\VWHPYVY DQG UHGHI
FXOWXUH

$QG ZH YH DFKLHYHG DOO WKLV ZKLOH PD
RQ GHOLYHULQJ IRU PHPERXW XQ& HXYUWRE
*URXS SURILW EHIRWH QWURR)...

PLOOLRQ LV DKHDG RI RKWWH ESHHAWDRMILQ RN
FRPHV LQ VSLWH RI D FKDOOHQJLQJ H[WHU
ZKLFK LQWHUHVW UDWHY DUH IDOOLQJ FR
FKDOOHQJHY DQG LQWHQVLILHG FRPSHWLYV
VDYLQJV PDUNHWYV

2XU VWDWHXRWIRM\ES IRUH WD ®RLR.Q
PLOOLRQ LQFOXGHV D VLJQLILFDQW GD\ R
DFTXLVLWLRQ RI WKH %DQN 7KH. GOLR@H .
ZDV D SLYRWDO \HDU IRU &RYdFHEWVUNKH DIJUHHG SXUFKDVH FRQVLG

%XLOGLQJ 6RFLHW\ *URXS -[fg@(FDzU"‘(KljD'UN N'@?:XH RI WKH QHW DVVH\

WKH OHJDO FRPSOHWLRQ RI REIPHLEE VI WLRE RIS Y Pee IR

7KH &R RSHUDWLYH %DQN $ O:QQQGfHDr\t)J?NLVDJHG WKH UDWLRQDOH IRU
WUDQVDFWLRQ GHVLIQHG WR EMLKR rWHRMIWKWI W, NG RFDbOoH DFFHV

RUJDQLVDWLRQV WKDW VKDUHDWRXQW B PR #HU YD) OEXMOMHVV EDQNLQJ DC

Vi LVH 7KLV UDWLRQDO
WKH VDPH FRPPLWPHQW WR Gl%&@%%?ﬁvHﬂ‘%ﬁgw}qu RI ERWK WKH H
WKLQJ DQG WKH VDPH DPELWL WK R FR P L@ oDQGVFDSH 7KH |

EDQNLRU RXU PHPEHUV DQG RX%OQN KDV LQFUHDVHG ARAWRDWNEW VKDR H

DQG VDYLQJV WR DQG DQG
FXVWRPHUV FUHDWHY DQ RSSRUWXQLW\ WRUBRXIMDG XSR

JRU WKH *URXS WKLV ZDV WKHNHDPAWKBNE ZHWKH SHUVRQDO FXUUI
VWDUWHG OD\LQJ WKH JURXQGZRUMN KRIU WRXAD QPHHFZ\RXU PRQH\ LV LQ

(OF .Y HFRQRP\ IHHOV XQFHUWDLQ
RUJDQLVDWLRQ 2 RQH ZKLFK Z;@%H%LLYVC@EOH JRU PDQ\ SHRSOH LW:V

VRPHWKLQJ PHDQLQJIXOO\ GLI4HILHRQWKWR IDPLOV-V ILQDQFHV JHW RC
IDPLOLHYVY EXVLQHVVHV DQG LOEBIGYULEBX DOMWD P LERXLRHVV

WKH FRXQWU\ DQG EULQJ WRIHY KRKUH WD EHHVYWsHRISOH zDQw D ETC
&RYHQWU\ %XLOGLQJ 6RFLHW\FD @URXKVI"I BRI WKH\ NRQPRRZUBE\QVVZ'E?% V\X/*f(';
RSHUDWLYH %DQN WR EHWWHL\E\/ HI%HV}ZIP\%EI\%D§F@%E/ WKH JHQHUDWLRQV
QHHGV VLWXDWLRQ WKDW WKH\ IDFH 2QH WKDW L

LJLWDO ZRU?‘G LV DEOH WR KHOS WKHP
,W KDV EHHQ D VLJQLILFDQW \HDU ,QWH W W‘ERQFP\)‘IP VWRQHV KDYH
EHHQ PHW DW D FRQWUROOHG SDFH EXW ZLWK UHDO HQHUJ\ DQG

SXUSRVH :H DUH FRPPLWWHG WR GHOLYXHLRUHD, VRFERWWRIXVXH GHWDLO RI RXU \HLC
LQWHJUBWILRQLY ZK\ ZH-UH WDNLQJ WKHRWLRPGHWR BRSHUVRQDO KLJKOLJKWV LQW
WKLQJV SURSHUO\ DQG FUHDWH VWUR QJSIRXFRMHNVWVRQR/XIR D RXRIV®/'RQJ FRIOBGRDJXH!
WHUP IXWXUH 2QH RI RXU NH\ DFKLHY HPHQBNH YR HV IHDOHGZBDVKWRE HQWKXVHG RXU |
GHILQH D QHZ VKDUHG SXUSRVH IRU WKHHURXE\ ZKDW FHRYHGHMNLQJ WR DFKLHYH
D JXLGH IRU KRZ ZH ZLOO EULQJ WKH WZIR RUZHDQHVDONWIHRDEBA FRPH RQ RXU MRXUQH\
WRIJHWKHU DQG KRZ ZH VKRZ XS IRU RXUWKHIP EHWUX/U HR X U

FXVWRPHUV DQG FRPPXQLWLHYV LQ D ZzD\\W HO.LY, g) H
VHUYLFH JUHDW YDOXH VHFEXULW\ DQG IJ’_|I§<I\1|'Iﬁ)/\Y7‘Lgl'gl]_llllél_< ¥5]ﬁ9#%uv

WKHLU ZRUOG ORUWJIDJH PDUNHWV UHPDLQHG FRPSHWLW
PDUJLQV :H SULRULWLVHG UHWHQWLRQ D
2XU QHZ SXUSRVH f:H SRZHU JRRG ZLWHK ¢ 5 R KB MKG! HIDORQWLQXHG WR

GULYHV HYHU\WKLQJ ZH GR DQG HYHU\ Gy ¢rBR #iHu W AN LIRIR EXUH UND PRIBQB Y QDIQ G
RXU FROOHDJXHV RXU PHPEHUMWDIQBVRXU FXVWRPHUV

([FOXGLQJ LWHPV WKDW DUH RQH RIl LQ QDWXUH UHODWLQJ VE® KRB XUFKEMH BE®DRDOOWHIUDWLRQ RI WKH %DQN 6HH
6RXUFH %DQN RI (QJODQG ODUNHW GDWD DV DW 'HFHPEHU '"HFHPEHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&KLHI ([HEXWLY kkoVioklHY LHZ

LQGLYLGXDOV RQWR WKH SURSHUW\ ODGEHYH PDOGBXRRICHSURIEHVYVY RQ WKH SDWK
SURSRVLWLRQV DFURVV WKH *URXS LQFOUXGB5QHOIDRQAG/VRE AR PSIDGLHQW EXVLQHVYV

EX\ WR OHW EURDGHQLQJ RXU UHDFK DG @EWHKWVY @RI HYROOAKYQFH DFURVYV *URXS [X
PHPEHU DQG FXVWRPHU QHHGV WKH EHVW SRVVLEOH VHUYLFH WR FROOHD

'"HVSLWH D UHODWLYHO\ IODW KRXVLQJ P q/ 7 P ¥ % E 8‘\]/ \E)%GZ:DKUDOYLHHSDvsK\II_V\E
GHOLYHUHG GLVFLSOLQHG JURZWK LQ P UMGXFWLRO RI D O
VXSSRUWHG E\ VWURQJ RSHUDWLRQDO S R 2 g%«g

o VKB Ve

PRUWJDJH RULJLQDWLRQ SODWIRUP DW %‘Vh'l OVSIE/;V(\)/\V\%}I(_I\-IIV\KUEI
DYHUDJH WLPH WRHRIJKBMD\ W RL RISVRWY LQJ VXSSRUW

HITLFLHQF\ DQG FXVWRPHU H[SHULHQFH :H I§U UHFRJQLVHG E\

EURNHUY DQG FRQVXPHUV IRU RXU EULOPADIYMGV IBHOLFHULQJ IRU PHPEHUV DQG F;

'"HOLYHULQJ YDOXH WR VDYHUV $ NH\ DUHD RI IRFXV IRU RXU LQWHJUDWLR

'"HVSLWH IDOOLQJ UDWHV ZH VXVWDLQHég:&@FgBEEWDLL{QW\Eﬁ§%%W-FPYD”’gHﬁ\LE’yV%/I 538:%

PHPEHU YDOXH .SP\SQHPLXP DERYH PDU XVWRPHU VHUYLFH UHPDLQV WKH VDP

DYHUDJHYV KXPDQ DOZD\V 7KDW PHDQV ZH QHHG WR

2XU VDYLQJV VWUDWHI\ LV EXLOW RQ WUWRGWYDRGE DMDWD CKSIRU HEF\WUKWQG KRZ WKH)
WKH 6RFLHW\ ZH DLP WR RIIHU FRPSHW LA WKHXYD W H V

FRQVLVWHQWO\ UDWKHU WKDQ FKDVLQJ ‘2 G (Rl(i HY ILIVL § HQWDOO RI T

UHIOHFWV RXU ORQJ WHUP SHUVSHFWLY X |l_3 H ']§ Q @ K OVQW HOL Y U\H D W

PXWXDOLW\ PHDQV GRLQJ WKH ULJKW WI?_'L[Q I ,ﬁfk gﬁ

MXVW WRGD\ EXW IRU WKH IXWXUH vt X KLEKHYHU FKDQQH:!
LQWHUDFW ZLWK XV

(YHU\GD\ %DQNLQJ IRU ,QGLYLGXDOV DQ%"/ﬁﬁbkabvxvm\wR RIIHU H[FHOOHQW FXVWR
7KH DFTXLVLWMKHHQURKGHNR RITHU D IXQ@O0  VWHWILBM/PWMKH 6RFIVHHWRAGY DQG QRZ D\
EDQONLQJ SURBRHUWLRKZ FXUUHQW DFFRXQWNYPLQXWHY WKH %DQN VHUYLFH OHY!
ZHUH RSHQHG DW WKH %DQN WKLV \HDU yYKS$BRUYW HGKH SRIHOP\ULHW3BU RIMRW HQVE |
VZLWFK LQFHQWLYHV %XVLQHVV EDQNL®JyLYQDHY WHDMWHIG B SSAAL IR IVILW dHY & @ HD W

ZLWK QHZ EXVLQHVV FXUUHQW DFFRXQWY IR ¥MOHUVPRBGVR PHDVXUH 136 DW WKH ¢
SODQV WR H[SDQG UHODWLRQVKLS PDQDQF¢{8&HRMNH APHBPESW YW\UH DOUHDG\ WUDFNLC

‘H VHH VLIJQLILFDQW SRWHQWLDO LQ HYHY\WGPPBEPQWDQR H HEXRY Y FWPPLWPHQW WR F
DFFRXQWYV DUH QRW MXVW D SURGXFW WKhWzRWH DFRPWHEWMLYR WR D PXOWL PLOO
GHHSHU UHODWLRQVKLSV ZLWK FXVWRP KR U AKX DLO/XRDIIN RGRWIZIRHU N E \ . ZDV
VHUYH PRUH RI WKHLU QHHGV SURYLGHJHHDIKWHERRRBWLHRERYHPEHU ZH ZHUH
DQG VWUHQJIJWKHQ RXU IXQGLQJ EDVH %XYE&QH Y ERQMNKL QD ROMUVZKLFK DOVR QRZ |
VLPLODU RSSRUWXQLWLHV HQDEOLQJ XW WHR \SPR YW USHBESRVBIDQFK ZKHUH ERWK
IRFXVHG RUJDQLVDWLRQV IURP VROH WURDPHUHWR & HFXWVW KRUEBR ¥R EH VHUYHG

KRXVLQJ DVVRFLDWLRQV 2 RUJDQLVDWLRQV WKW YEKDOH RVREKUEROWKEXH WR WULDO
DQG FRQWULEXWH WR ORFDO HFRQRPLHWYRUH RI RXU QHWZRUN

BRZHULQJ RXU ORQJ WHUP IXWXUH EULGQHLYH WRYHWHKHE LQ D QHZ VHUYLFH IRU PH
&RYHQWU\N %XLOGLQJ 6RFLHW\ DQG 7KH &R \RPRIPHPUWML GX YLIANWKH \HDU QRZ VWDUW
&RYHQWU\ %XLOGLQJ 6RFLHW\ DQG 7KH &R RRHUWWHRH YW WWEHNMRXIK RXU EUDQFK QH\
FRPLQJ WRJHWKHU LVQ-W MXVW DQRWKHWLPHYIWHKH & UPKH k RFIWZRUN DOVR VXSSR
VHFWRU :H KDYHQ-W GRQH WKLV WR PDNHQWDUMKROEGE HQ WHKHF&ERBILHW\ RI DOO
RU WR EH D ELJJHU EDQN RQ WKH KLJK WWRNHHQVL QWEV DMRFEK L Y H

PHPEHUV FXVWRPHUV DQG FRPPXQLWL

PHDQLQJIXOO\ GLIIHUHQW 2 D WUXH DO

EHVW LQWHUHVWV 6 R F L H W\

,Q RXU ILUVW \HDU Rl WKH LQWHJUDWL

SURJUHVY DQG KLW WKH PLOHVWRQHV 1 H W

WKLV \HDU ,-P LQFUHGLEO\ SURXG RI C

WKDW KDV KHOSHG PDNH WKLV KDSSHQ 3 U R P R
7KH *URXS ([HFXWLYH 7HDP KDV EHHQ }

VWUHQJIJWKHQHG ZLWK QHZ DSSRLQWPH 6 F R U H
WHDP ZH KDYH LGHQWLILHG D QXPEHU

EXVLQHVV SULRULWLHV WKDW ZLOO VH

LQ WKH IXWXUH IRFXVHG RQ EULQJILQJ | 5y \y PHDVXUH RI

WZR RUJDQLVDWLRQYV
HIFHOOHQW VHUY

%DVHG RQ WKH 6RFLHW\-V DYHUDJH PRQWK HQG VDYLQJYVY UDWH FRPSDUHG WR WKH &$&, /WG V &XUUHQW $FFRXQW DQG 6DYL
FXUUHQW DFFRXQWY DQG RIIVHW VDYLQJV IRU WKH PRQWKYV RI WKH \HDU

%DVHG RQ DYHUDJH FDOO ZDLWLQJ WLPHV EHWZHHQ -DQXDU\ DQG 'HFHPEHU

1HW 3URPRWHU 6FRUH 136 LV D PHDVXUH RI FXVWRPHU DGYRFDF\ WKDW UDQJHV EHWZHHQ DQG ZKLFK UHSUHVHQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&KLHI ([HEXWLY kroVMiollHYLHZ

7TKURXJK RXU HIIRUWYV LQ FXVWRPHURIIRX® PHREBWROOHDIJXHY FRQWULEXWHG
H[SHULHQFLQJ EHWWHU VHUYLFH ZKHUHXYAKL BDWRKGCZE /G RWUHURW RH\SSULRULW)\ IRU RX
ZDQW WR HQJDJH ZLWK XV FROOHDJXHVY UHPDLQ DURXQG GLYHUVLW\

UHVV RQ JHQGHU DQG HWKQLFLW\ UH®
'QYHVWPHQW LQ RXU WHFKQRORJ\ DQG Wr‘r\'/'}hb’ooQWKL%Jv ZH%UH ZRSNLQJ KD U
7R FRQVLVWHQWO\ GHOLYHU IRU RXU FXVWRPHUV ZH KDY

H
LQYHVWHG LQ F\EHU VHFXULW\ DQG RSHUBRYRPHYIULFXEBYRHHQFRXUDJIJHG E\ VHYF
EXLOGLQJ RQ WKH VWURQJ VDIHIXDUGV BBYX®EY | o SHDFHO GMPBXHV EHOLHYH JRR
WLPH ZKHQ F\EHU ULVN LV KLJK RQ HYHIRRWERRPBY LASROVDQW WR WKH RUJD!
UHFHQW HYHQWYV LPSDFWLQJ ZHOO NQRZV%WLUHJD Wb W RRMMK Lig Xk WY WR RXU SXUSR
HQKDQFHPHQWYV HQVXUH ZH FRQWLQXH W HFRERXYW KRZ ZH FRQWULEXWH WR
PHPEHUV- DQG FXVWRPHUV.- GDWD DQG PTARRHKRLY bHOLDEOH

UHVLOLHQW VHUYLFHV HYHQ LQ WKH IDFRkh & WHKLMMK RWY WK VH WKLQJV DUH FUXFLD

‘H FRQWLQXH WR LQYHVW LQ RXU GLJLWBBPFHSEX8PWECEY HhRW DV DQ RUJDQLVI
*URXS DQG KDYH VWDUWHG D PDMRU LQYHRWAHPIRYW PG KE EHAWKYWHG RXU FROOF
FDSDELOLW)\ IRU SHUVRQDO DQG EXVLQHYWURQUHQW DFFRXQW

FXVWRPHUV &RPPXQLW\ DQG UHVSRQVLEOH EXVLQHVV

JROORZLQJ WKH UHIUHVKLQJ RI RXU VWUDWH BXIWBSRVH BHUYHHQ EXVLQHVYV ZH-UH FI
EHIXQ WKH SURFHVV RI SODQQLQJ D PXOWMKIH\HDUKMWQWHKYYP HRWRXU FXVWRPHUV FF
SURJUDPPH DFURVYV SURGXFWYVY DQG VHUMODNFHVRDWIHQOIM O/K H GREEGH RI RXU FRPELQ]I
WKH *URXS WR UHPDLQ DJLOH DQG EHWWMNWHRDWWHQR GXRXXWBELOLW\ WR PDNH D |
FXVWRPHU QHHGY DQG UHTXLUHPHQWYV LQ WKH FRPPXQLWLHYVY ZH RSHUDWH LQ ER

7TDNLQJ RXU SHRSOH ZLWK XV FUHDWLQ%%FID-'BP%W_E'_I'-I% FXOWXUH

%ULQJLQJ WRIJHWKHU WZR RUJDQLVDWLRGV FPQLEH PREoTHIW ) FKDQJIH
HVSHFLDOO\ WZR RUJDQLVDWLRQV WKDW@UH VAHHKBYIE LQPHUIRKHREQ ...PLOOLRQ
KLVWRU\ DQG OHJDF\ $W &RYHQWU\ % X LROGH® W&RIFHHDAA Z® - WXSSRUWLQJ RXU FRPP.
DOZD\V KDG VWURQJ FROOHDJXH HQJDJHFPRHQW QD @® RDWLGH QDWLRQDO DQG ORFL
GHWHUPLQHG WKDW WKLV ZRXOG FRQW LW R R NG LRX WKK K R AGHEHNRIQWY @ XHG WR GH
, P GHOLJKWHG WKDW LQ RXU AH)YW \HDBXU SQU\WOQBWDWKR® ZLWK &HQWUHSRLQW 2
PDLQWDAIQWMY SHFLDOO\ GXULQJ D SHULRW RA NAUQL NRPOMKVKRPHOHVVQHVYV KDV EHH
FKDQJH IRU RXU SHRSOH ZKLOH EULQJL® I CROERWR OBDHDORRIQWUREPXWLRQ LQ WKH \H
7KH &R RSHUDWLYH %DQN RQ WKDW MRXDQRUGNEAHORRXVLQJ IRU \RXQJ SHRSOH L

‘H-YH ZRUNHG ZLWK JUHDW GHG|_FDWLRQRBQOGDVRV\QQUDVVRVG'H|LPQ"|90LRQ GRQDWLRQ L
DQG HPEHG D WDUJHW FXOWXUH WKDW V2XXOWX XE-5RHE WWRZ&KRQAHUBISRLQW KDV DOVF

DQG RXU DPELWLRQV IRU WKH IXWXUH :MRLLFHHDWR GVWHK IODNH :RUN 3D\ FDPSDLJQ Z
WRJIHWKHU ZLWK RXU FRO O H DIXIHRH VP RURPMPKEDIH WKH EHQHILWYV SHQDOW)\ IRU \RXQ
RXU FROOHDJXH V )SIDWHILFDGROSMUVRQ OLYLQJ LQ VXSSRUWHG DFFRPPRGDWLRQ :
VHVVLRQV KHOSHG VKDSH WKH RXWFRPHWKDRW XWK B J* R WHUBIRHFW D G GUHVVHG WKLV
SHUVSHFWLYHV DFURVV WKH *URXS :H F 94 \}HH

DPELWLRXV ZH WDNH RZQHUVKLS WKLV@LPOL&?%%?HU\LFQ FROOHDJXHV FRQWULEXW

XUV UHLQIRUFLQJ RXU
RUJDQLVDWLRQ ZH ZLOO EH OREDO LPSDEW

*H UHPDLQ IRFXVHG RQ VWUHQJWKHQLQ HUV LW F

DQG FROOHDJXH ZHOOEHLQJ DFURVV WK 4 é( |3 g{ E%@E%&SDE'&WE;OE’VHR'XUJ;O‘
PRUH ZH FDQ GR EXW ZH YH FRQWLQXH

SURJUHVV IURP H[SDQGLQJ RXU FROOH ﬁlﬁ)’%% \I%/ WP‘%@#GHQWL” SRWHQV
WKDQ DUHDV RI IRFXV DQG FRQWLQXL FIURzZ F%%%\‘ R YLEWLPV

(WKQLFLW\ &DUHHU '"HYHORSPHQW 3 UR JUXRRBHR UBNLLARIW MQWIRVH LQ RXU FRPPXQLWLHV
WRIHWKHU WKH EHVW Rl ERWK RUJDQLVHW®bBGYDEDAWXUWNPWWKR HIKZH WDNH VHU
FROOHDJXH YRLFHV 7KHVH VWHSV UHIO KRWWRQ) FRRAP RWE HAWUWIRQO GLQJ HYHQWYV L
EXLOGLQJ DQ RUJDQLVDWLRQ ZKHUH HYRBRWRHWMHBHB X NOGISRUSNRFEHW $SUHQD ZH T
UHSUHVHQWHG DQG DEOH WR VXFFHHG SDUWQHUV WR FUHDWH VSDFHV WR EULQJ

5HFRJQLVHG DV D *UHDW 30DFH WR :RU

,-P DOVR GHOLJKWHG WKDW ZH-YH RQF!I
LQ WKH *UHDW 30DFH WR :RUN 7UXVW ,

6LQFH 7KH 6RFLHW\ KDV XVHG *UHD
KHOS XV PHDVXUH DQG LPSURYH RXU F.
HQJDJHPHQW ,Q ZH ZHUH DEOH WR
*URXS EDVLV HQVXULQJ WKH HQJDJHPFH
DFURVV WKH IXOO RUJDQLVDWLRQ FDQ

7TRWDO FRPPXQLW\ LQYHVWPHQW PDGH E\ WKH *URXS KDV EHHQ GHWHUPLQHG LQ OLQH ZLWK WKH %XVLQHVV IRU 6RFLHWD(

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&KLHI ([HEXWLY khoVioklHY LHZ

7KH )ULHQGV Rl WKH (DUWK SHRW HFR\G igaisi -
VXSSRUWLQJ FRPPXQLW\ OHG JDUGHQ L
RI WKLV EULQJLQJ SHRSOH WRJHWKH
EDFN WR XUEDQ HQYLURQPHQWYV

$ UHVSRQVLEOH EXVLQHVYV

2XU HQYLURQPHQWDO DPELWLRQV FRQ
XV 7KH 6RFLHW\ UHPDLQV SURXG WR
DQG ZH DUH PDNLQJ JRRG SURJUHVYV
WDUJHWV

2XU *URXS UFHPWDHRY QHXWUDO IRU RXU

ZH DUH FRPPLWWHG WR UHDFKLQJ QHW

DQG HPLVVLRQV E\ 7R JHW WKHU

RXU RZQ RSHUDWLRQDO FDUERQ IRRW >

LPSURYLQJ RXU EXLOGLQJV FXWWLQJ HQHUJ\ XVH SXUFKDVLQJ

JUHHQ HQHUJ\ IRU DOO RXU RSHUDWLRQYKD@® WRM WHRODAQQJIP\ FROOHDJXHV IRU WK

PRUH UHVSRQVLEO\ FRPPLWPHQW DV ZH FRQWLQXH RQ WKLV M
FRXUVH RXU PHPEHUV DQG FXVWRPHUV IRL

/RRNLQJ DKHDG OR\DOW\ DQG WUXVW

ZLOO EH DQRWKHU SLYRWDO \HDU IRU WKH *URXS DV ZH

ZRUN WR ILQDOLVH WKH LQWHJUBWHRQ %DQN FXVWRPHUV ZLOO

UHIUHVKHG EUDQFKHY DQG HQKDQFHG GLJLWDO MRXUQH\V 2XU

DPELWLRQ LV FOHDU WR FUHDWH D PRGHUQ PXWXDO EDQNLQJ

*URXS WKDW FRPELQHV VFDOH ZLWK SXUSRWHKHQ +XIKHV

'H ZLOO FRQWLQXH WR LQYHVW LQ WHFK®Y L{gg[ QW&%F‘W
LOQRYDWLRQ DQG GHHSHQ RXU VRFLDO DU % URQPHQWDO
LPSDFW :H ZLOO UHPDLQ IRFXVHG RQ ZKDW PDWWHUV PRVW
GHOLYHULQJ JUHDW YDOXH RXWVWDQGLQJ VHUYLFH DQG VHFEXULW\
IRU RXU PHPEHUV DQG FXVWRPHUV

:LWK D UHIUHVKHG VWUDWHINMPEHU DE@GCHDU VHW RI
FXVWRPHU PLVVLRQV ZH DUH ORRNLQJ DW KRZ WHFKQRORJ\ FDQ
KHOS HQDEOH WKH GHOLYHU\ RI WKH VWUDWHJ\

JRU RYHU \HDUV ZH-YH DFWHG LQ WKH PXWXDO LQWHUHVW RI
RXU PHPEHUVY DQG ZRUNHG KDUG WR GR ULJKW E\ WKH SHRSOH

ZKR WUXVW XV ZLWK WKHLU PRQH\ $Vv , ORRN EDFN RQ WKH \HDU

, bDP VWUXFN E\ WKH UHVLOLHQFH FUHDWLYLW\ DQG FRPPLWPHQW
Rl RXU FROOHDJXHYV , KDYH VHHQ KDUG ZRUN GHGLFDWLRQ DQG
HQJDJHPHQW DFURVV WKH RUJDQLVDWLRQ DV ZH KDYH QDYLJDWHG
FKDQJH WRIJHWKHU 2XU SHRSOH KDYH GHPRQVWUDWHG ZKDW
PDNHV WKLV RUJDQLVDWLRQ VSHFLDO $QG , DP HTXDOO\ JUDWHIXO
WR RXU PHPEHUV DQG FXVWRPHUV IRU WKHLU WUXVW DQG OR\DOW\

7TRIHWKHU ZH DUH EXLOGLQJ VRPHWKLQJ PHDQLQJIXOO\
GLITHUHQW 2 DQG LWV D SRZHUIXO VLIJQDO WKDW YDOXHV OHG
PHPEHU RZQHG EDQNLQJ FDQ WKULYH DW VFDOH , FRXOG QRW EH
PRUH H[FLWHG DERXW WKH MRXUQH\ DKHDG

. p IO

5HSRUWHG SURILW EHIRUH WD][
P
P RQ DQ XQGHDWULMYJ

([FOXGLQJ LWHPV WKDW DUH RQH RIl LQ QDWXUH UHODWLQJ VBR JHKRIUS KXUAKION B GBWDIEOVHIJUDWLRQ RI WKH %DQN 6HH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'HOFRPLQJ 7KH &R RSHUDWI
&SRYHQWU\ % XLOGLQJ 6RFLH

2Q -DQXDU\ WKH 6RFLHW\ DFTXLUHG WKH HQWLUH LVVXHG VKDUH FDSLWDO RI
XOWLPDWH KROGLQJ FRPSDQ\ RI 7KH &R RSHUDWLYH %DQN S O F

6WUDWHJLF UDWLRQDOH

7KH FRPELQDWLRQ RI WKH 6RFLHW\ DQG WKH %DQN EULQJV WRJHWKHU D SXUSRVH
FRPPRQ YDOXHV EULQJ WUXH FKDOOHQJH WR WKH 8. ILQDQFLDO VHUYLFHV VHFWRL
H[LVWLQJ SUHVHQFH LQ WKH PRUWJDJH DQG VDYLQJV PDUNHWYVY DV ZHOO DV H[WHQ
DFFRXQW DQG EXVLQHVV EDQNLQJ PDUNHWYV 7KH DFTXLVLWLRQ HQDEOHV WKH 6RF
IXQGLQJ EDVH WR FRQWLQXH WR RIIHU VWURQJ SURSRVLWLRQV DQG RXWVWDQGLQ

J)LOQDQFLDO FRQVLGHUDWLRQV

$V SUHVHG®GWHEB QG EHORZ WKH FRPELQHG RUJDQLVDWLRQ KDV D EDODQFH VKHH\
DFURVV D UDQJH RI SURGXFW RIIHULQJV

$ JDLQ RQWERQ®XLRIPLOOLRQ DULVLQJ IURP DQ DFTXLUHG QHW DVVHW YDOXH EHLQJ
ZDV UHFRJQLVHG RQ FRPSOHWLRQ )XUWKHU LQIRUPDWLRQ RQ WKH GD\ RQH DFFRX
WRIJHWKHU DUH SUHVHQWHG L Q7R D WHRS KR DRFFRX GFWRFELQHG *UBRRS & (7 UDWL
OHYHUDJH UDWWRDRFITXLVLWLRQ ZHUH FRPIRUWDEO\ DERYH DSSOLFDEOH UHJXODWR

,QWHJUDWLRQ FRQVLGHUDWLRQ

%ULQJLQJ WRIJHWKHU WKH 6RFLHW\ DQG %DQN DQG FUHDW IURIXE PHIDK E@QIXOQJ 8HI
ZLOO SRZHU RXU ORQJ WIH UMBXIWRIUW K HOLRXMHJUDWLRQ ZH KDYH PDGH VLJQLILFDQ!
DJDLQVW RXU FRPPLWPHQWYV WKDW ZH VHW RXUVHOYHV DW WKH EHJLQQLQJ RI

‘H HYWDEOLVKHG RXU JURXS H[HFXWLYH WHDP DJUHHG RXU VWUDWHJLF EXVLQHV\
RUJDQLVDWLRQV FUHDWHG FHQWUHV RI H[FHOOH QFHFEKRRROWRIIYVRRS WXRBW LR R \R SL
VKDUHG QHWZRUNV DQG DJUHHG DOLJQPHQW RI FROOHDJXH WHUPV DQG FRQGLWLR
PRQWKV LV FOHDU DQG ZH H[SHFW WR EH PDWHULDOO\ FRPSOHWH E\ WKH HQG RI

2 F
H |

D FRPELQHG
KHULWDJH
Rl DOPRVW

\HDUV

&RYHQWU\ %XLOGL QUQERM. M WHNSRUW $FFRXQWYV



2XUWUDWHJ\

JUHH IURP VKDUHKROGHUVY DQG JXLG
DUH FUHDWLQJ D PHDQLQJIXOO\ GLIIH
UHGHILQH EDQNLQJ

Digital first, human
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with every pound Zb
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2XU VWDNHKROGHUYV

$V GLUHFWRUV ZH ZRUN WR SURPRWH WKH VXFFHVV RI WKH *URXS IRU WKH EHQHIL

YROXQWDULO\ FRPSO\ ZLWK 6HFWLRQ

RI WKH &RPSDQLHV $FW

ORUH L

QIRUPE

DV D *URXS HQJDJH ZLWK WKHP LV VHW RXW EHORZ DQG LQ WKH *RYHUQDQFH VHF!

6 WD N H K|IR&OG/HUR PHUV &ROOHDJXHV 6XSSOLHUV
JURXS

7KLV JURXS LQFOXGHV7RKW JURXS LQFOXGHV7RDW FRIRKEH. QFOXGHV WKLU
PHPEHUV RWKHU FXVWBRKEW BPESOR\HHY | RUJDQLVDWLRQV DQG FRQW!
PRUWJDJH EURNHUV ZKR SURYLGH JRRGV DQG VH
WR XV
6WDNHKREGHWHBDW YDOXH SURGXIF®QY LQFOXVLYH DQG| QWS IGR EXVLQHVYV ZLWK XV
QHHGV 2 ZKPMHOOHQW KXPDQ VHUWURUMSODFH IRU HYHU\WBHPV WKDW DUH FRPPHU
GR WKH\ WKURXJK ZKDWHYHU f&DQEBW WRBFH WR EXEBQ@H3 - DO
H[S"HFW ITURRKVH WR LOQWHUDFW |[ZLWKYXMORS WKHLU FDUHHRI¥H SDLG SURPSWO\
XV $t $ EXVLOQHVV PRGHO| WISIWDISSSURDFK WR UHZD'WRGZWHRW ULWK FRQVLVWHOQ
UHVLOLHQW VR ZH DUHND IBIQBQBRQVLVWHQWQGHUVWDQGDEOH SURFX!
VHFXUH RYHU WKH ORQ@X YHRWRY IRU FDUHHU SURFHVVHV DQG SURSRUW
$ +LJK DYDLODELOLW\ RGHYWORSPHQW DQG WURBY ®IRFPO 60( VXSSOLHUYV
ZLWK GDWD NHSW VHFXUEKOWXUH WKDW SURFHWMVRQV WKDW DUH PDG
t 6LPSOH DQG FOHDU ZHOOEHLQJ VXSSRUWHAB®MLVWHQW HWKLFDO D
FRPPXQLFDWLRQV VWUDLJKWIRUZDUG SRORFLHV DQG
SURFHVVHV
+RZ GR ZHf 2XU OHPEHU 3DQHO DOPRBQALIQH IRUXPV DQH THIXOMBU JRYHUQDQFH PHFE
HQJDJH ZLWRUXP RI PHPEHUWROOHDJXH VWUDWHJI\ZXQXHNBLEISSOLHUV 6XS
WKHP" t 5HIXODU VXUYH\V DQGHYH®RMD UFK DUH SURYLGHG ZLWK IHHG
FRQGXFWHG ZLWK FXVHERPHLY *UHDW 30DFHMUWRRKURUKNI DFWLYLWLHV Wk
SURVSHFWYV DQG LQW HWAHGI\DRQEWVI XDUWHUbGQR¥ERBYHG LQ LQFOXGLQJ
+ 200LQH OHPEHU 7DO NN H\V GHEULHILQJ XQVXFFHVVIX(
VHVVLRQV DQG UHVHDEWK XEWXEWMARHHWLQYYZ? AWK H
KHDU ILUVW KDQG PHPEKLHDQBEFXWLYH DQ& RWEIPL-HU DZDUGV |ZKHUH
FXVWRPHU WKRXJKWYV HR[® BXUWMLY HV VXSSOLHUV DUH LQYLWHG
GHILQHG VXEMHFWYV t+ 200LQH LQWHUQDO  QRPLQDWH
$ &RPSODLQWY PRQLWRBRPPXQLFDWLRQV WRRPARYDG VXSSOLHU VXUYH\
t 2XU $*0 ZKHUH PHPEHQWWRRWNYV DQ XQGHUVWDQGLQJ RI Wk
RQ NH\ PDWWHUV WRtWKHRBRRALRWYU UHFRJQLRHBXYQY RHSOLHUYV
DQG LQWHUDFW ZLWK SWKIHVHRDUG T 6XSSOLHU VWUDWHJ\ HYHC
:KDW -V EHH®URGXFWV WKDW UHZDRXE ORMDWUDWLRQ VHQUOMNIHNW DQGLQJ PRUH DE
LPSRUWDQWQG RIIHU JRRG ORIQJ MRAXY RQ ILQDQFLDO ZHWWOWEWHQV
IRU WKHP LZDOXH t &UHDWLQJ DQ LQFOXNVBYRPSW SD\PHQW
' f 7KH DELOLW\ WR DFFHYRURNSDRRID IDIHE SURYYHVYLBIDRRW VW ER X W
VHUYLFHV LQ DQ HDVLSIXEDDWERKICOBWY HUVLWR DRUWXQLWLHV WKDW PL
PDLQWDLQLQJ VHFXULWQROXVQBRDUPELWLRQYYDLODEOH WR ORFDO VX
+ ODLQWDLQLQJ D FRQYIOWWRHQYWLQLQJ SRVLWLYHPSHPREHEUHODWLRQVK
SUHVHQFH LQ WKH PRUWFDXGLQJ PHQWDO KWWROWKRXS
PDUNHW VXSSRUW
$t /HVV SDSHU DQG D PREPSHRYLQJ RSSRUWXQLWLHV IRU
VDYLQJV DSS FDUHHU GHYHORSPHQW
t %ULQJLQJ WRIJHWKHU WKH 6RFLHW\
DQG %DQN FROOHDUJIXHV XQGHU RQH
*URXS VWUXFWXUH
2XU UHVSBQ@WYHUVDZ WKH ODXQFK 7KIHE%RIVRG UHYLHZHIG7WHKHIRDUWIGOWHFHLYHG XSG
DQG NH\ OHW PRUWJDJHV IRU ORPWWHGUHDW 30DFH WRURXNKRXW WKH \HDU RC
GHFLVLRQVFRPSDQLHV VXUYH\ DQG DSSURYHWXSSHOLHUYV ZHUH EHLQJ U]
WDNHQ E\fWVdHHUVDZ WKH LQWURGXR@XRO RHRSOH 6WUDMWHI\PDQDJHG DV SDUW RI
%RDUG LQFOXGLQJ D UHYLHZ RQWHYHDWILLWY DQG VWUDV

VDPH GD\ SD\PHQW

¥ $SSURYHG LQYHVWPH

PRUWJDJH EURNHU
¥ &RQVLGHUHG WKH *
SHUIRUPDQFH DJDL
&RQVXPHU "XW\ RXW

QFOXVLRQ LQ

FDSHRISENY RIDLQVW

UR%xEH/»RDUG UHFHLY

Qv W Kk MWRYIKY RI WK

VERPYRAUDPPH IROORZ
DFTXLVLWLRQ RI Wk

VWDUW RI WKH \HDU

D

LWEDWRQRHY DRBWLYLW
NH\ WDUJHWYV

HG XSGDWHV RQ
HLQWHJUDWLRQ

LQJ WKH

H %DQN DW WKH

)
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2XU VWDNHKRKGHUYV

6WDNHKRQFHYWRUV &RPPXQLWLHYV (QYLURQPHQW
JURXS

7KLV JURXS LQFOXGH

LQYHVWRUY DQG UDW

VIKKROHMRXCGH. QFOXGH

DQJS/S R UMQFLHW K H FR
VHUYH

VIWKRMRXS V GLUHFW
PERODWWW HRQZWKH ZRU

DQG L«
DG DUR

:KDW GR
H[SHFW I
Xv*"

WK$H VWDEOH DQG VXV
URBHUIRUPDQFH ZLW
$ $Q RUJDQLVDWLRQ
RQ WKH PRUWJDJH
FXUUHQW DFFRXQW
EDQNLQJ PDUNHWYV

HITHFWLYHO\

WR EH PDGH

JRFXV RQ HQYLURQ
DQG JRYHUQDQFH L

FDSLWDO DQG OLTX

JRYHUQHG DQG PDQ

&OHDU GLVFORVXUH
LQIRUPHG LQYHVWP

WIDBERPERWW ILQDQFLI
K UBYGOWRQBM QHILW IU
L G D\WW G ONYRIZAOOH G J H
WK DMVO ISVW R AXD/IHVGH D Z
VDIWLDXIMY DQG VLJIQS
DQEHHEBVLQHVV
WIKEDAR LY XZHQQ VWUD
DIHYNHWNEBOHDU ZKDW
DQG KRZ WKLV FDQ
1 WO EBROFERRPPLWPH
HQWKEHFHELRRWHUP

PHQWDO VRFLDO
PSDFWYV

DG DR G RQWNLIGEXWH W
RPFRX B DMNH OFB\D Q J H
t OHDVXUHPHQW DQG
D U HRXHIVM PRIVNHR QV
RYWKRIUMIGKEW LRQ RI
HPLVVLRQV DQG EU
WHMHQWKDRQPHQWDO L
R YESERYWXVWRPHLU
EHWFFOYVWGERQ WR W
QWPRRMHRN@HUJ\ HIILFL

RZDUGYV
UHSRU

RXU RZ
RDGHU
PSDFW)
V PDNF
KHLU K
LHQW

+RZ GR Z

HQJDJH Z

WKHP"

Hf $ SURJUDPPH RI LQ
LWXQDO\WVW PHHWLQJ
¥ 3XEOLF XSGDWHV R
SHUIRUPDQFH RU R
PDWWHUV IRU GLVF

,QIRUPDWLRQ DERX

5HSRUW $FFRXQW
RQ RXU ZHEVLWH

SURJUDPPHY DQG W

Y B (R D@ UHJIXODUC
VWUDWHJILF SDUWQ
Q FPKPULWLHV SXEOL

W KN B KRRPYULDO
ORVHWSRLQWY RI FRQV
w RRW BELGHMEKHG DQG
K HHRF KX BIOWKH RUJIDQ
vV SXRBNVALWEK
t TKURXJK D ORQJ WH

SDUWQHUVKLS ZLW

D\ ZRWK LRXIWUZLWK D UD
HUWKWSHW QDO ERGLHV
F VWRWHRROD®EB8U PDQD
UHGXFH RXU HQYLU
NDHARWSDFWV
BD:RMWDQQHGEWR WKLLU
LVDWULRQNQFH WR FRQ
DQG ,62
JUPVWDQGDUGYV
K & HRQWUH@REZQWK FXV
KHOS PDNH HQHUJ\
LPSURYHPHQWYV WR

"RUNLQJ ZLWK VXSS
XQGHUVWDQG DFWX
SURGXFHG ZKHQ SU
JRRGV RU VHUYLFH

"KDW-V E
LPSRUWD
WKHP LQ

HH8SGDWHVY RQ LQWH
QWD FRALL Y L WA

¥ 7KH *URXS V URDGP
DFKLHYLQJ 1HW =HU

¥ BURGXFW SURSRVLY
KHOSLQJ PHPEHUYV
HQHUJ\ HIILFLHQF\
KRPHYV

$ 2XU SODQV IRU D JU
ERQG

UDMXIR@MGLQJ VXFFHVV

SDUWQHUVKLSV ZKL
DSWWRRFRPPXQLW\ RUJ
JR RAEWDLRGM RI 1XQG
VL ROWBRRI®E DIWWR FK
LP UMY QRG HYHQWYV

RI WRELWLRQDO IXQGL
VHUYLFHV

JHHY RDWIRFL BEFHVV
RSSRUWXQLWLHV D
DVSLUDWLRQV

IXOKH *URXS V 1HW
 FKREXWAL@QUQLIMA XRX U SU
DQILWBWRRQEJ RXU LPS

LQl XL B R @ B HRW

DIQYDQRIQLQJI RXU HQYIL
EVRGRYREILDO LQLWL
L QJVW B SRS/ RXW ORFD

WR
QG UDLVLQJ

2XU UHV S
DQG NH\
GHFLVLR
WDNHQ E
%RDUG

SHOWHGEDFEN XVHG WR
$QQXDO 5HSRUW D(
QVE6XVWDLQDELOLW\ 5
\ WNKH HPHUJLQJ QHH

LQYHVWRUYV DUH PH

¥ 7KH %RDUG GLVFXYV
IHHGEDFN IURP UDW
DQG WKHLU DVVHVYV
SHUIRUPDQFH

GHYHPIRGSOWRK® LQ FRP
G LQYHVWPHQW DFUR

HERKMW WRDIWQVERIDIV L G
GVRQAJIRLQJI LQYHVWPH
W *URXS V FRPPXQLW
VHEGHEKHYHG XSGDWH
VL QEpPEHRBFBOHNI DFWLY
PH@Q¥YS &R RWUWR XU FRUS
&HQWUHSRLQW

PIXQKMW %RDUG FRQVLG
VV WPISH FWRRISFOLPDW
HUBRWIXWKH *URXS L
QWP RE WKGHU VWDNHK
VW OWWKH 1HW =HU
ROKH %RDUG FRQVLG
LWIYWRXW R (6* SHUIRU

RUBDWH @KWURWAHHG (
DQG DSSURYHG WKH

WKH DQQXDO 6XVW
5HSRUW
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WXLOGLQJ D VXVWDLOQDEOH

7TRIHWKHU ZLWK RYHU \HDUV Rl FRPELQHG H[SHULHQFH RXU WZ}
SDWK WR FUHDWLQJ VRPHWKLQJ WUXO\ GLVWLQFWLYH LQ ILQDQFLD
WKH 6RFLHW\ V % &RUS VWDWXV DQG WKH %DQN V XQLTXH FXVWRP|
WKH *URXS V VXVWDLQDELOLW\ DJHQGD SURPLVHV WR JR IURP VWU

:KLOVW ZH KDYH PDGH JRRG SURJUHVV RQ LQWHJUDWLQJ WKH %DQN
VXVWDLQDELOLW\ DPELWLRQV DQG WDUJHWYV ZLOO EH HVWDEOLVKH

2XU DFKLHYHPHQWYV LQ

2YHU

(PSOR\HH HQJDJHPHQW

KRXUV RI FROO
6RFLHW\ UHWDLQH DFUMRY WKH *URXS

FHUWLILHG % &RUS YROXQWHHULQ.
*URXS

7KULYLQJ *URXS 6 2
C FKDULWDEOH !
SDUWQHUVKLS Z

VLQFH IRU RXU 6RFLHW\ HPLVVLRQ
RZQ RSHUDWLRRQV &HQWUHSR FHUWLILFDWLRQ UHWDL
WKH *URXS

‘H DUH VLIQDWRULHV RI

81 *OREDO &RPSDFW 81 6XVWDLQDEOH '"HYHORSPHQW *RDOV 81 3ULQFLSOHV IRU 51
UHODWHG )LQDQFLDO 'LVFORVXUHV %DQNHUV IRU 1HW =HUR 8. 6 XVWDLQDEOH ,QY|
&KDUWHU :RPHQ LQ )LQDQFH &KDUWHU

$V D 6RFLHW\ ZH KDYH EHHQ UHFRJQLVHG

&HUWLILHG $0JYRZEQJ JOREDO FRPPXQLW\ RI EXVLQHVVHV WKDW GHPRQVWUDWH WK
SODQHW ZKLFK VSDQV FRXQWULHY DQG RYHU LOGXVWULHV %HFRPLQJ % &RU
FRQWLQXRXV LPSURYHPHQW DQG LQYROYHYV WKH RUJDQLVDWLRQ PDNLQJ D FRPPLW
DQG WR EH WKH FKDQJH WKH\ ZDQW WR VHH LQ WKH ZRUOG

)bLU 7D[ 0DDNU 7D[ LV DW WKH KHDUW RI D IDLU VRFLHW\ D VWURQJ HFRQRP\ DQG
KHOS WKRVH SHRSOH ZKR EHOLHYH LQ D IDLU VRFLHW\ DQG SOD\LQJ E\ WKH UXOHYV

,62 FHUWLILFOQNL@RWHUQDWLRQDO VWDQGDUG WKDW TXDQWLILHVY WKH UHSRUW
DQG WKH YHULILFDWLRQ

((WHUQDO DVVRFLDWLRQV LQFOXGH

Certified

B

®

I
Corporation
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%XLOGLQJ D VXVWDBdwQ:DE OH

2XU VXVQMDELOLW\ VWUDWHJ\

2XU DPELWLRQ LV WR RITHU VRPHWKLQJ PHDQLQJIXOO\ GLITHUHQW V
LQ WKH 8. %ULQJLQJ WRIJHWKHU WKH EHVW RI WKH &RYHQWU\ %XLO
WR EHWWHU PHHW SHRSOHV QHHGV %XLOGLQJ D VXVWDLQDEOH EX
KLIKOLJKWYV RI RXU SURJUHVV LQ LV HI[SODLQHG RQ WKH IROORZ

6XVWDLQDELOLW\ LKH W RXH WRWH BWWIYT KDOELUQRVXS V FRPPLWPHQW WR VXV\

ZLWK RXU XSGDWHG SXUSRVH DQG LV HP }%%%EHG z%%g\% d KDV EHHQ FRPPLWWI

*URXS V 6WUDWHJLF 30DQ 7KLV LV DSS
DQQXDOO\ DQG JXLGHV GHFLVLRQ PDNLQ i UDSURHUDVV\/,';I UK'j(\;,SbFéQJLLJE;
KRULJRQ ORUH GHWDLOHG GHFLVLRQ PD

\
k& ?g% 8
LQFOXGLQJ LGHQWLI\LQJ VSHFLILF DFWL % Dﬁ: >J% DECOL L?—N/UXSWLRQ

LV FRQVLGHUHG E\ WKH %YRDUG WZLFH D%RWWK WKH 6RFLHW\ DQG WKH %DQN DUH VI
0,

7KH 30DQ V REMHFWLYH RI WKH *URXS E ;[%S%}?R\Ilél t?ésg SiQVLgiOGHX\fVSSII_\IégéoDl

SXUSRVH OHG PXWXDO DQG WKLV EHLQJ, H % §| LW}_.e g LRULWLVH DV WKH DU

DFKLHYHG E\ WKH VWUDWHJLSDJRDOV DV %L JH RQ

. 8

"%
f +DYLQJ D SXUSRVH OHG DSSURDFK WKDW JR V6EH\R%Q)%DOLW\ HGXFDWLRQ
PLQLPXP UHJXODWRU\ UHTXLUHPHQWY DQ@G FKBPSLRRNHOWUZRUN DQG HFRQRPLF

DQG HWKLFDO RXWFRPHV IRU FXVWRPHUYV, LU
FRPPXQLWLHV DQG IRU WKH HQYLURQPH Wvé%?% ©  6XVWDLQDEOH FLWLHV DQG |

£ &UHDWLQJ DQ LQFOXVLYH DQG LQVSLULQJ ZRUNSODFH o\ SFWLRO

IRU HYHU\RQH
6RRDIHV WRIJHWKHU IURP WZR

V *
7KH WHUP VXVWDLQDELOLW\ FRYHUV DO%EY\/V% 'F\U
. L, KDV EHHQ D \HDU RI |
(QOYLURQPHQWDO 6RFLDO DQG *RYHUQD |f]| oY '&Q\%I}é{HU UH HVWDEOLVKLOI WKH

*
URXS FRQVLGHUV WKHP DV IROORZV WDUJHWYVY UHDG\ IRU 7KHVH PHDVXUHYV

(QYLURQF HQHVEHDLHYH WKDW FOLPDWH FKEGghH @Y pPHDVXUH DQG UHSRUW RQ RXU EU
FULWLFDO LVVXH IRU WKH 8. DQBFWKHY £ W HHV

ZRUOG :H DUH FRPPLWWHG WR PDN
SRVLWLYH FRQWULEXWLRG WR WRH '}?@F@%ﬁgJVMWVH SULRULW\ JRDOV RXU
FOLPDWH FKDQJH E\ UHGXFLQJ WkRU DUH VHW RXW RQ WKH IROORZLQJ SD.
HQYLURQPHQWDO LPSDFW RI RX

DFWLYLWLHY $W WKH KHDUW ng% L:} RUPDWLRQ RQ WKH *URXS-V DSSU
SURJUHVVLQJ RXU GHFDUERQLVB MR bYW Z2ZZ WKHFRYHQWU\ FR XN

ZKLFK DLPV WR GHOLYHU RQ DPEKX by QL OLWY 5HSRUW
=HUR WDUJHWYV
6RFLDO $V D SHRSOH DQG SXUSRVH OHG RUJDQLVDWLRQ
ZH DLP WR PHHW WKH QHHGV |
VWDNHKROGHUV )RU PHPEHU\

FXVWRPHUV RIIHULQJ ORQJ W SUSTAINABLE o,
FXVWRPHU RXWFRPHV DQG VX! E DEVELOPMENT 'r‘fn‘%'ALS
VHUYLFH )RU FROOHDJXHV Sl

WKDW VXSSRUWY HQJDJHV DC = RS =

WR XQORFN WKHLU IXOO SRWF d - e

VXSSRUW ORFDO FRPPXQLWLH
FDXVHV FUHDWLQJ RSSRUWXC
PRVW GLVDGYDQWDJHG LQ VRI

*RYHUQDOF®ODLQWDLQLQJ WKH KLJKHVW V
JRYHUQDQFH LV LQWHJUDO WF
GHOLYHU\ Rl WKH *URXS V VXV
VWUDWHJI\ 2XU JRYHUQDQFH I
HQVXUHV WKDW WKH %RDUG L : [ -
PDNLQJ GHFLVLRQV DQG PDLQ
RYHUVLJKW ZKLOVW NHHSLQJ
HVWDEOLVKHG SXUSRVH DQG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



%XLOGLQJ D VXVWBdWQDEOH

SURJUHVY ZLWK RXU VXVWDLQDELOLW\ SULRULW\ JRD

6XVWDLQDEOH '"HYHORSPHQW *RDO 4XDOLW\ HGXFDWLRQ

6 XVWDLQDEOH '"HYHORSPHQW *RDO 6XVWDLQDEOH FLWL

i

6 XVWDLQDEOH "HYHORSPHQW *RDO &OLPDWH DFWLRQ

13 ‘oo

4

6 XVWDLQDEOH '"HYHORSPHQW *RDO 'HFHQW ZRUN DQG HH

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV




%XLOGLQJ D VXVWBdwQDE OH

'RLQJ WKH ULJKW WKLQJ

3DUW RI FUHDWLQJ D PRRHL M¥YNFARVPIDEOH)J WR DSSO\ KLJK VYV
FRUSRUDWH JRYHUQDQFH 2XU NH\ DFWLYLWLHY DQG SROLFLH

,QIRUPDWLRQ RQ KRZ WKH *URXS SHUIRUPHG DFURVV D UDQJH RI (QYLURQPHQWDO
LQFOXGHG LQ RXU 6XVWDLQDELOLW\ 56HSRUW ZKLFK ZLOO EH DYDLODEOH RQ RXU Z

&OLPDWH

ORUH LQIRUPDWLRQ RQ RXU DFWLYLW\ WRBBHNWRXDOQG GDWD VHFXULW\

HQYLURQPHQWDO WDUJHWYV LV LQFOXGH %mDZ\K;HR%%SbJLF}QFEI%WHRG LQO WKH 8 [
FOLPDWH FKDQJH VHFWLRQ RI WKLV UHS UHTXLUHPHQWY VHW RXW E\ RXU U.HJ.

'LYHUVLW\ DQG LQFOXVLRQ &RQGXFW $XWKRULW\ DQG 3UXGHQWLDO 5
2XU DPELWLRQ LV WR EH DQ LQFOXVLYH EfH% f vg?%g IJ«;I@I\h—' ﬁﬁi’%&)GDQW\?VFYEE)S(gLDWQ\GD
WKDW LV WUXO\ UHSUHVHQWDWLYH RI RXUpRH gikﬁ é,_lf O UﬁBXLUHG RU SHUPL
GLYHUVLW DQG LQFOXVLRQ ©» DG UHIDREWSHKE DG HIS WIAGFHe FIEHU VHEX

' USU'L VWUHQIWKHQ RXL
GLIIHUHQW SHUVSHFWLYHV DQG H[SHULH g § DNH UHJXODU PDQGDYV
EHWWHU GHFLVLRQV DQG EHWWHU VHUY | B RPE X &% HEXULW\ WUDLQLQJ D
FROAQXHV VR KDYH WWWRQJ VHQRUBIYHOVSRQRUKLS  Z VK H b o RI H[SHULHQFH LQ R)
WKH *URXS-V *HQHUDO &RXQVHO DV H[HF K Q/f% KH EXVLQHVY :H
FROOHDJXH QHWZRUNV DOVR SOD\ D YLW v, § Eﬁ%YJJ DFURVY IXQFWL
DSSURDFK E\ UDLVLQJ DZDUHQHVV SURY K OHJLVODWLRQ DQG 7
RITHULQJ D FROOHFWLYH YRLFH WR VHQL i PSURYH VWDQGDUGY )
(IHFXWLYH WHDP DQG WKH %RDUG :H ZL WL VmﬁﬁGDWD LV LQ RXU
PRPHQWXP WKURXJK RXU QHZO\ IRUPHG * HOLR HEVLWH DW 272 W
DPELWLRQV DQG VXSSRUWLQJ URDGPDS ZKELF %% R B ‘Stff RYLGH DO LOIF
SUDFWLFDO DFWLRQV WR VWUHQJWKHQ § % m&,@&DQG EXVWRPHL

J

FROOHDJXHV:- VHQVH RI LQFOXVLRQ DQG EH Tt
HQKDQFH WUDQVSDUHQF\ 7KLV LQFOXGHYXPBURYWADIILFNLQJ DQG PRGHUQ

HPEHGGLQJ RXU FROOHDJXH QHWZRUNV D VLV, *

VWUHQJIJWKHQLQJ OHDGHUVKLS FDSDELOLW) \If\|'|'| WE%WUF;WRL'RE%DJST\QDRQ;
SURFHVVHV DQG FRQWLQXLQJ WDUJHWH 4RI WKH *URXS-V EXVLQH\
SURJUDPPHV WR VXSSRUW XQGHUUHSUHYV, HE JH G 5DO WUDIILENLQJ ZLOO RFF
(WKLFDO EHKDYLRXU ZH DUH QRW FRPSODFHQW RQ WKHVH LVVX
2XU EHOSKMWWQ QJ RXU PHPEHUV DQWG va{7y g %(R\é(Hq \%/HUQ GODYHUQYDHQQGWLTPFDRQ)(?NL
GHHSO\ HPEHGGHG LQ WKH RUJDQLVDWLR e8RS Agk YWHT

FRPPLWPHQW WR WKH KLJKHVW SRVVLEOH YWDRQBR UG BNHWKOFD® G DQWL EUL
EHKDYLRXU DQG FRQGXFW 7R HQVXUH Z K KH
VWDQGDUGV ZH XVH D QXPEHU RI UHVRX% %LEYHLLGQXJD%T/VDSFRV(\?I\_/S‘IJE??
SROLFLHVY UHODWLQJ WR WRSLFV VXFK D |§| | ULWY LO DOO GHDOLO
ORQH\ /DXQGHULQJ %ULEHU\ DQG &RUUXSW| \; XOW ZH KDYH OR WRC
5HVSRQVLELOLWLHY DQG )UDXG $ZDUHQH % x 3 L EULEHU\ SR
FRPSOHWH UHJXODU PDQGDWRU\ WUDLQL g&g WYL Ur%%?/l\:’H DSSURDEK D
WKHVH DUUDKLVWOHEORZLGRQRPVPWW VRH

PHPEHUV RI WKH VHQLRU OHDGHUVKLS W g QY XHV F\?SWUDLFEVX(F;E\\//VLE;\L/ULHQF%
UHVSRQVLEOH IRU UHYLHZLQJ LQYHVWLJ 4, b g%&%ﬂﬁg%ﬁé?ﬁ/WKHu ZLWK PRO
UHSRUWLQJ DQ\ LQFLGHQFHV RI ZKLVWO oty ov VXUH FRPSOLDO
FRPPLWWHH UHSRUWV WR RXU :KLVWOHE - C@ S %/%H\}J\m\% 7KH %RDUG $X
$PLUL RQH RI RXU QRQ H[HFXWLYH GLUH » O UHSRUW RQ DOWL E
RYHUDOO UHVSRQVLELOLW)\ IRU RYHUVHH\}V f:%Xk Ez L QIR

U N

LQGHSHQGHQFH DQG HIIHFWLYHQHVV RI
ZKLVWOHEORZLQJ SROLFLHY DQG SURFHGXUHYV

7D VWUDWHJ\

‘H FRQGXFW DOO RI RXU EXVLQHVYVY DFWLYLWLHYV LQ WKH 8. DQG
DUH IXOO\ FRPPLWWHG WR PHHWLQJ DOO RI RXU 8. WDJ[
UHVSRQVLELOLWLHVDONKR ERIHHWX KWDEGHG WKH

)DLU 7D ORWM LQIRUPDWLRQ LV LQFOXGHG LQ RXU WD]
VWUDWHJI\ ZKLFK LV SXEOLVKHG DW ZZZ WKHFRYHQWU\ FR XN

X

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



2XU H[WHUQDO HQYLURQPH

,Q RUGHU WR DVVHVYVRXISVNY &VRXWKIXKWXUH SHUIRUPDQFH ZH |
IROORZLQJ NH\ HIWHUQDO HQYLURQPHQWDO IDFWRUV

(FRQRPLF HQYLURQPHQW

8. HFRQRPLF JURZWK UHPDLQHG VXEGXHIWRRVWWKHLQHQWBNVYV ULIJKWV ELOO DQG DQC
HOHYDWHG LQIODWLRQ DQG JOREDO SROLMNIIXFKIDOVHRBQ WRZHR QW L VXHO® @R GHPDQG
ZHLIJK RQ FRQVXPHU VSHQGLQJ DQG LQYKRWHWH@WR BFRIQIWGCHQGENR DERYH LQIODWLR

Q10DWLRQ LQFOXGLRI kRXVLQY FRVWY UFETLOAG FHRDGEN YUVEEEDm ri sunIs

DW WKH HQG RI UHPDLQLQJ DE ?
WKH %DQN RI (QJODQG V WDUJHW IRU @g VWMDQF){('EJLHHW\ VWDUWHG WR RITHU WKF

&HQWUDO EDQNV FRQWLQXHG WR UHGX%%%\H\Z%%%D%%VD\%% OHQGLQJ PDUNH\

SURWHFW HPSOR\PHQW DQG JURZWK HY
SURYLQJ WR EH VWXEERUQ 7KH %DQN RFVKQJOIRXE SHGRBHGOAMWRVYIHUV GHSRVLW DQ

RZQ UDWH IRXU WLPHV LQ W R VPDOO DQG PHGLXP VL]H HQWHUSULVH 60(

+LJKHU LQIODWLRQ DQG LQWHUHVW UDWHY? 35'%”@' ER%W R}@%W'&% LF?\\(]HZUDGVUDICVL

HFRQRPLF DFWLYLW\ OHDGLQJ WR KLJKH skg oW o VLW EXIIHU EXLOW

DOWKRXJK IDOOLQJ LQWHUHVW UDWHV F é R HURGH DV ILUP\

DFWLYH KRXVLQJ DQG PRUWJDJH PDUNHW_'S EOGR b/ V\;?QXSSRUW

EHORZ SUH SDQGHPLF OHYHOV DQG WKH"XQH AP H W B W

LQFUHDVHG WR $YHUDJH HDUQLQJIV5HJXODWRU\ FKDQJH

LQFUHDVHG E\ GULYHQ E\ SXEOLF VHFWRU

ZDJH VHWWOHPHQWYV .H\LHJXODWRU\ GHYQORSRIQGEWXGHG WKH
LPSOHPHQWDWLRQ RI WKH 2SHUDWLRQDO ¢

+RXVH SULFHV LQFUHDVHG PRUH VORZO\ZW\K,RQwaHQQEUHG WR GHPRQVWUDWH |

JHQHUDO LQIODEMLRQ LQLVLQJIULVH Rl 7, wK|1Q LPSDFW WROHUDQFHV 7KH )&$ FR
7KH QXPEHU RI KRXVLQJ PDUNHW WYRBQVRPWLHR LW \UKRWH MFDPHZRUN IRU FROQG}
PLOOLRQ PLOOLRQ VXSHUYLVLRQ DQG SURPRWLQJ JRRG FXVW
%DQN RI (QJODQG FRQWLQXHG WR HQJDJH

ODUNHW HQYLURQPHQW LWV 5HVROYDELOLW\ $VVHVVPHQW )UDPHZ|
6DYLQJV PDUNHW SURYLGHG IXUWKHU FODULW\ RQ ILQDQFLD

8. KRXVHKR O VGHSHRA/ L Q DV HDUQLQJV-RRASHREWMERQ RI WKH %DVHO VWDQGDL
LQIODWLRQ DQG FRQVXPHUV UHPDLQHG FBRWYPALDERx g&® QXD U\ LPSOHPHQWD

VSHQGLQJ DQG WDNLQJ RQ LQYHVWPHQW, ULYN o RS RWH WKLV
VDYLQJV UDWHV UHPDLQHG DWWUDFWLYH DQG 'HOO PRUH VORZO\

WKDQ EDQN UDWH SHUKDSV H[SODLQHG T HHAFKRRDWRUIDEWDWQQXHV WR FKDQJH WKH Z
ZKROHVDOH IXQGLQJ PDUNHWY DQG WKHDUFREDWBQW ROMBORFWDDOLWHUYLFHYV SURY
HI[WUDRUGLQDU\ JRYHUQPHQW VXSSRUW D\OR/RL HPS/RMR@Q RFZAVQW RPIKIHIY DQG WKH *URX
SDQGHPLF 7KH OHYHO RI KRXVHKROG GHBSBXGW\W GOF VEOHUL QURUBIQ®'V ORELOH DSSV
FXUUHQW DFFRXQWYV LQFUHDVHG E\ .. BUMHOHBQHBRGLILWYO LROSOLIRRXQ IRU PRVW FR

. WULOOLRQ RYHU .. WULOOLROHKNNVMIKHUWKBY S HWV RZQ PRELOH DSS
SDQGHPLF OHYHOV 7KH ZHLJKWHG DYHUDRELPHUBRNDHONVQYLYIM[SHFWHG WR EH SHU
UDWH GHFWRHWPDVHWRU ZKLOH KRXVHKROGRPRMWIRQIXLQJ UHGXFWLRQ LQ WKH XVH RI E
EDODQFHYV LQ WKH 8. JUHZ E\ GLJLWDO FKDQQHOV $UWLILFLDO LQWHOO|
ORUWJIDJH PDUNHW GLIJLWDO FXUUHQFLHY DUH DOO GHYHORSP

LPSDFW IXWXUH FRQVXPHU EHKDYLRXU DQ
7TKRVH UHPRUWJDJLQJ LQ SDUWLFXODUO\ WKRVH RQ H[LVWLQJ

ILYH \HDU GHDOV FRQWLQXHG WR H[SHUICHQ EH RI\YKH U= K@ J Kv w

UDWHV DW PDWXULW\ DOWKRXJK QHZ EXVLQHVY UDWHYV FI;&WL&XHG )
WR IDOO GXH WR LQFUHDVHG FRPSHWLWEREPHMROFHR AN G KA PRYH WR IHW =
LPSURYHG DIIRUGDELOLW\ IRU ILUVW WLPHRER\RQ® KYWRPHUV LQFUHDVLQJO
PRYHUV DQG FRQWULEXWHG WR ERWK D BREZHZKE QR YPPYVOFREWLRQ RI JUHH

KLJKHU OHYHO RI JURVV PRUWJDJH oHQGaV c BGR2WkRQ RI JUHHQ ILQDQFH SU
PRUWJIDJIHV RXWNWDQGLOJ DFURVV WKH 8. &ODULW\ DURXQG UHJXOD\

LQFHQWLYHY DYDLODEOH ZLOO HQDEOH IL!I
5SHQWDO DQG EX\ WR OHW PDUNHW JXLGDQFH DQG SURGXFWV WR QHZ DQG HJL

7KH EX\ WR OHW PDUNHW UHPDLQHG VXEGXHG LQ 1HZ
OHQGLQJ GHPDQG ZDV LPSDFWHG E\ XQFHUWDLQ UHQWDO \LHOGV
DQG FDSLWDO JDLQV DQG WKH SRWHQWLDO IRU LQFUHDVHG FRVWYV

(dw)

6RXUFH 8. *RYHUQPHQW 1DWLRQDO 6WDWLVWLFV

6RXUFH 1DWLRQZLGH KRXVH SULFH LQGH[

%DVHG RQ WKH &$&, /WG V &XUUHQW $FFRXQW DQG 6DYLQJV 'DWDEDVH UHVW RI PDUNHW DYHUDJH UDWH IRU VDYLQJV DFFR:
\HDU

6RXUFH %DQN RI (QJODQG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



6WUDWHJILF 5HS

/RS DQG HPHUJLQJ ULVNYV

7KH QDWXUH RI WKH *URXS V EXVLQHVYV PRGHO UHVXOWY LQ D QXPEHU RI XQDYRLG
ULVNVY DUH FORVHO\ PRQLWRUHG E\ WKH %RDUG WKURXJK WK 5HVINQID RIDWHKMHH QW )
5LVN ODQDJIJHPHQW GHBRANDFITWKHLWLRQ DQG VLIJQLILFDQW LQWHIJUDWLRQ UHODWHG

UHYLHZHG DQG DPHQGHG WR UHIOHFW WKH ULVN SURILOH RI WKH ZLGHU *URXS
ILQDQFLDO FULPH ULVN WR SULQFLSDO ULVNV ZKLOVW WKH WHFKQRORJ
,Q DGGLWLRQ WKH VWUDWHJILF ULVN FDWHJRU\ ZDV UHPRYHC(

ULVN DQG
RSHUDWLRQDO ULVN

H

7KH WRS DQG HPHUJLQJ ULVNV RXWOLQHG EHORZ SURYLGH LQIRUPDWLRQ RQ WKH |

ZKLFK FRXOG LPSOFNRRKGHZH PLWLJ

5LVN

DWH WKHP

OLWLIJDWLRQ

(FRQRPLF DQG JHRSROLWLFDO HQY

LURQPHQW

*OREDO FRQIOLFWYV DQG WUHQGV W
GHJOREDOLVDWLRQ LPSDFW WKH 8
VXVWDLQDELOLW\ RI LWV QDWLRQD
SROLF\ GHFLVLRQV ZKLFK LPSDFW
VXSSOLHUV DQG LPSDFW LQWHUHYV
WKH XQHPSOR\PHQW RXWORRN DO
SHUIRUPDQFH 3DUWLFXODUO\ NH\
LPSDFW WKH IORZ DQG FRVW RI UH
IXQGLQJ RU WKH VL]H DQG SHUIRUF
VHUYLFHVY PDUNHWV LQ SDUWLFXO
FXUUHQW DFFRXQWV

REWDBIEV BUHRAWH DWW LCRG. WA QQIGV LY LW\ DQ
HHFRSRPY D /® WKBIQJHYV LQ WKH PDFURH
O HGIKKEOWD U DK LSYH IDRUIPGI® UPKS. PRQWK O\ * L
RESRIFFDLWMLVRIDN  $/62W RW HIHW DRYGVLEOH IRU
WG H B WOIR'S IKIRQ W VQD Q83J PH\D DIQQE] WKH ED
06 N HX GEDUWL R HU X RRU LJBRRXBFDQQLQJ IHHGV
DFURHP RVLKARW H H '8 FDALG- IWHR/HWIKKIDW W H U O\ IR U H
VBIDIDD Q HG R BILWRY HRUWW ZRRB HVUBR®E PDLQWD
> DIQFFHWRK RUK 16 10 HYHU@RIHDIOQ UHVSRQVH
SR @ RAAWXDIGIHDQG SHUVRQDO

DO\VL\
FRQRPL
RXS $V
PRQLW
DDQFH
 QWR H
FDVWL
LQV RS
WR WKF

&XVWRPHU H[SHFWDWLRQV DQG PD

UNHW G\QDPLFYV

&XVWRPHUV DUH LQFUHDVLQJO\ VH
GLIJLWDOO\ HQKDQFHG H[SHULHQFH
LQIOXHQFHG E\ VRFLDO PHGLD DQG
WR EHKDYH GLITHUHQWO\ 6WLOO I
OHVV GLJLWDOO\ OLWHUDWH DQG K
PD\ ZLVK WR EH VHUYHG LQ D PRUH
FRPSHWLWRUYV DUH RIITHULQJ ORVV
LQFHQWLYHYVY WR DWWUDFW PDUNH
FKRLFH WKLV PD\ UHVXOW LQ ORZ
SRRUHU FRQVXPHU RXWFRPHV LQ W

HMIHQYURKS VIRRODWILY KIGVD\WQR IRFXV RQ GH
VBUNMLEHYVWXKD\W NBBRS PO\ZEWK WKHVH ¢
[RUF BH WY HG IRXQ |, IQQWHHO/ ORI HQWHL Q G L JLW

)égﬁé VHF@F’W ) R/IF'HQ{? OYLQu QH
il ol

FK LQIRUP

R SRVLW
ey

CRXU RQ
HU PDUNHW VWDELOLW)\ DQG
KH ORQJ WHUP

7HFKQRORJ\ DQG GLJLWDO LQQRYD

WLRQ

$V QHZ WHFKQRORJ\ LQFOXGLQJ $
GHYHORSVY DQG LV DGRSWHG WKHU
GRHV QRW NHHS SDFH ZLWK FRPSH
*URXS V UHODWLYH DWWUDFWLYHQ
DOVR D ULVN WKDW WHFKQRORJLFI
FRXOG LPSDFW VHUYLFH OHYHOV
SHUIRUPDQFH PHDVXUHYV

J

UTKIH LRILFDXCS |, RVHMDLAQ XY MFR LQYHVW DQG
J ADLSD B LWL MAK DY GR X B WRUOHWIQFH R1 WH
VWAL S/HRFOW D WH B @ ¥ LRIV RKKHUHJ X ODWRUV DQ
HHVQW YVURH FW W W RIFHRALYD L FIKQHFBHRL VR XU SODW
) BHPKEDHQUMH B 8 G LFHVUN RO IPRQH\ DQG

URZWEBHFWRMRCRDNH SURJUHVV RQ PRGH
LQFOXGH JUHDWHU XVH RI $UWLILFLDO ,
LGHQWLILFDWLRQ WR NHHS SDFH ZLWK

PDUNHW DQG KHOS XV UHGXFH ULVN LQ
FULPH

&\EHU

7KH F\EHU VHEXULW\ WKUHDW ODQ
HYROYLQJ SUHVHQWLQJ D ULVN WHE
PHPEHUVY DQG FXVWRPHUV $V SDU
*URXS LV PHUJLQJ WKH GLJLWDO H
WKH %DQN WKURXJK DQ LQWHJUDW
EULQJY DGGLWLRQDO ULVN F\EHU
IRUHIURQW RI LOQWHJUDWLRQ DFWL
RSSRUWXQLW\ WR IXUWKHU HQKDQ
FDSDELOLWLHYV

GAMEHD S B RIXS FFRRIQMWLLADXCHO/OW R GHYHORS LW
RZEKR WK WK BIO*LLWIRHSG DIQRS WWH 1,67 &\EHUV
WL WV WK H S IQONHDIUND WDVR QH VKDV WK H % D Q
VIVODNWWHHE U IRW MRKH DR E LKDMAPRQGVDWLRQ SU
LH Q VSWULRJMU D@ W O:&ILDHVOW AV BIHNG F\EHU FD
VGHSW KW\FKRWY \E DIOQ@ PRWUWERKHDWH DQG FX
YLW\ DQG WKHUH LV DQ

FH F\EHU GHIHQFH

&RYHQWU\ %XLOGLQHQERFLM\WHSRUW

$FFRXQWYV
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6WUDWHJILF 5HS

7RS DOG HPHUJo@dwt LVNV

2SHUDWLRQDO UHVLOLHQFH

$ VHYHUH GLVUXSWLYH HYHQW RU
DELOLW\ RI WKH *URXS WR PDLQWD
LPSRUWDQW EXVLQHVYVY VHUYLFHV [
6XFK HYHQWYV FRXOG OHDG WR PHP
ORVV RI IXQGV LPSDFW WKH VDIHW
*URXS UHSXWDWLRQDO GDPDJH RU
6HYHUH GLVUXSWLYH HYHQWYV FRX
IDLOXUH LPSDFWLQJ NH\ ,7 VHUYLF
RU FRUUXSWLRQ D F\EHU VHFXULW
FULWLFDO WKLUG SDUW\

FIUR. WIHVG K R X O/GK HP S DR MIOWKRIRG DQG LPSD
*Q RXISHPGH Q WADHQ\WRR SMMUDWLRQDO UHVL
D QEDRW KHAW R X 8 SIRKWH M HRHYQWH MV R H[FH
BXS DAY F Y6\ W RO HWQKIHURQFLGHQW 0D QD
\ PIS@R® W R R @G XV IVORIVW IBHH UYLFH 2YHUVL
HUGIK X Q PMQRIUW BEH QDA WS WVDELOLW\ WR S
DIEH E@ K G XGHQ\G HFKDWR@ RURP GLVUXSWLYH
RAX SBIRAHWIS® HED B XGMWVID ACRMVHG DSSURD
DRGHD W X RW HVKIHPIDQ D XWAHRMDL QIR UP D W
UHVLOLHQFH SLOODUV WHFKQRORJ\ GD
SUHPLVHY DQG WKLUG SDUWLHV

5HIXODWRU\ UHTXLUHPHQWYV

7KH *URXS LV IDFLQJ LQWR D VWHS
UHTXLUHPHQWY DV D IXQFWLRQ RI
LPSRUWDQFH WR WKH 8. ILQDQFLDC(
UHVXOW RI JURZWK DQG WKH DFTX
%DQN WKH *URXS QRZ XQGHUWDNH
UHJXODWHG DFWLYLWLHY LQFUHD
YROXPH RI UHJXODWRU\ FKDQJH WH
ZKLOVW WKH SDFH DQG VHTXHQFLQ
XQFHUWDLQ WKH 8. UHJXODWRU\ G
SHULRG RI PDMRU WUDQVLWLRQ DV
(QJODQG DQG +0 7UHDVXU\ DUH DO
PRUH FRQQHFWHG GDWD DQG WHF

KISHLQU B KM S XIODWWRHWUYW WR WKLV ULVN DQ
LDAB\S VR BHU DIMBEHOW WWHVIKFD VWURQJ UHJIXCQ
D F\DHHUDYUL R @ WBHIWF WRW U$I X0 DW R U\ FKDQJH
L WKW LRIR RS VKUIHIR GRIBW R DWENBIQJH LPSO
QP MXFPHEWUWH RUZDQ\ EUHDFK DQG ZLO
VD Q G PROR AWMLY F ROPR/DOILYDLQWFHDZLGV K UH O H
2, WP S0 BFNQW Z Q¢ ®IEHL WKPQY XQLQWHQW
ZRUFKHZROP BHPDH®HGLDWHG DV DQG ZK
SQO0QRLYH LRUHI@W HLEL@IL W\ DQG UHPDL(
WHIK QO BB S HETHFWRW LR QV

O HYROYLQJ WRZDUGV D

KQRORJ\ GULYHQ DSSURDFK

&OLPDWH FKDQJH

7KH ULVNV RI FOLPDWH FKDQJH FR
WKH *URXS V EXVLQHVV DV D UHVX
8. HFRQRP\ WUDQVLWLRQV WR ORZ
LQFOXGHV WKH SRWHQWLDO LPSDF
FRUH PDUNHWV RU SROLF\ FKDQJH
WUDQVLWLRQ WR QHW JHUR

X OKGH PFWIRDX\E H RBQ WU R KXWV RQRWMRFXV RQ XQ
OWMK R | LW 8 D BWVWRIRFOUP D W 1D W MWKHDV SUH
HEUX ¥ IV D E. R @ EDLFON. MM LSH.SRU W KLYG WKH &O L
V8 HS RUWZ  USFIRFOCOML\R QBH 1 ROPXWU K RUL]RQ
SIHOM. R G GH @ MR VWS R UMR WWKKHH % RDUG 5
PRQLWRULQJ RI HPHUJLQJ ULVNYV

6WUDWHJILF FKDQJH

7KH ULVN WKDW VWUDWHJILF RXWFE
GHOLYHUHG ZLWKLQ DJUHHG LQYH
VWUDWHILF FKDQJH GHOLYHUDEOH
EXVLQHVV RSHUDWLRQV DFURVV W
WKH *URXS V JURZWK DQG SRWHQW
GDPDJH ZLWK PHPEHUV DQG FXVWR

RPKIV DURK § KWW W B FFRIEXVXODRYHUQDQFH

AKPIH@M WD Q DH WRHD@WGR RUFH WR HQV XU h
\D DSYRSWIHIDWHOSPPWDNKIE DQG SRUWIR
KFHR QURXBO OKIGV FRIXWD G FIOKFAW V GHSOR\L
IDBRAS0 J FEDHKW @I DIHFSHXWR RVQR QOWLOLVLQJ W,
PH SV URML VU DAMO DWRUMHG 6WUDWHJILF U
SULQFLSDO ULVN FDWHJRU\ WR VXSSRUYV
%RDUG

JUDXG DQG ILQDQFLDO FULPH

7KH *URXS KDV JUHDWHU H[SRVXUH
FULPH DV D UHVXOW RI WKH DFTXL
%DQN 7KLV LV GXH WR LW RIIHULQ
WR FXVWRPHUV ZKLFK KDYH D KLJ
FULPH ULVN SURILOH DFURVV WKH

VKR MUIRXG DOIEDLQD FFOLVCH WR LQGXVW
VILLDLXFEQ VRK UTHKIIWAR R RHRIDOVLMH IUD X G OR
JWARXQUHUHIQAF DV F R B Q VQWFHIGYZ EWYX FXVWRP
KBISS VD IX\B HD (R& IDQD BB HDEK LQ UHOHYDQ
IZRP OBRXSG VHUYDRHL DQ GXVWH\SROLFLH
VIVWHPV DQG FRQWUROV KHOS XV WR P
LGHQWLI\ GHWHFW DQG SUHYHQW IUD X
PDS IRFXVHV RQ DGYDQFLQJ RXU H[LVWI
GHWHFWLRQ FDSDELOLW\ )LQDQFLDO FLU
SULQFLSDO ULVN FDWHJRU\ WR VXSSRUYV
%RDUG

&RYHQWU\ %XLOGLQHQERFLM\WHSRUW

$FFRXQWYV
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&KLHI J)LODQFLDOHXILHZHU V

JLODQFLDIOOLIJKWYV

¥ 7TKH XQGHUORXSI SURILW EHIRUH WDJ[ LQ
PLOOLRQ PLOOLRQ PDLQO\ GXH V
LOQFOXVLRQ RI WKH %DQN V SURILWYV LQ

¥ 6WDWXWREHSRIBRHLWDOJHDVHGPWBOLRQ
PLOOLRQ 7KH LQFUHDVH LV GX

RQH JDLQ RPILOOLRQ ZKLFK UHIOHFWV W
SXUFKDVH FRQVLGHUDWLRQ EHLQJ RYHL
YDOXH RI WKH QHW DVVHWYV DFTXLUHG
RITVHW.EPDOOLRQ FUHGLW LPSDLUPHQW
PLOOLRQ KHGJH DFFRXQWROQACAKRDQJJH D (
LQWHIJUDWLRQ FRVWY GLUHFWO\ UHODW
,Q DGG WML RILWYFDXIEHG IRU WKH
IXOO \HDU

¥ 7KH SHUIRUPDQFH RI WKH %DQN LV LQ O

* V, FWDWLRQV GXULQJ WKH ILI
2Q -DQXDU\ WKH 6RFLHW\ Zﬁ%@?ﬂ LWLRQ 2YHU WKH FRXUVH R
7KH &R RSHUDWLYH %DQN LQWR WK HHJHRWS D Q&E&VHIUDWLRQ WR EH
, P GHOLJKWHG ZLWK WKH SURJURW(KHZRHHUDY P SHUIRUPDQFH RI WKH
PDGH GXULQJ WKH \HDU 7KH SRZKHUX®dHWEMWIWR LQFRPH UDWLR LQFL

DFTXLVLWLRQ KDV DOORZHG WKH *URXGH\NQRFWLQJ WKH LPSDFW RI WK
QG WKH FRVW RI SURYLC

T V. L
GHOLYHU D VWDWXWRU\ SURILW gl RO oWeRL WY ([FoxeLos win Lp

PLOOLRQ DFTXLVLWBERBLMXEHJURXBVW WR LQFRPE
UDWIRRXOG EH
'"HVSLWH PRGHVW 8. HFRQRPLF JURZWK DQG
DZKE)YH VHHQ YHU\ FRPSHW!

T XU J
FRQWLQXLQJ SUHVVXUH RQ PDUXREI WZHoE DY WK wih 0bUIHU EDONY
GHOLYHUHG DQRWKHU SOHDVLQUAWHMM RMLPDOPRQNWRIDDHODQG IL[HG UD)\
UHVXOWY &UHGLW TXDOLW\ UHF’T’WLDg'VV*VK(E)WKR' @gﬁu PDUJLQV LQ WKF
&

W, H w FTXLVLWLRQ WK
ZH DUH JHQHUDWLQJ UREXVW RUF‘JQF% xhj‘bwm D PRUH PHDVXUH(

ZKLFK DUH VWUHQJIJWKHQLQJ RXUW oD $LUOW PUODQLF JURZWK

SRVLWLRQ IROORZLQJ WKH DF TXMXWHHRQ xB b\ oDXQFKHG RXU QHZ OL

WKH %DQN EX\ WR OHW SURSRVLWLRQ LQ $SULO ZlI
DSSOLFDWLRQV LQ 7KLV EURDGHQV
2XU UHVXOWY DUH XQGHUSLQQHS&UBES\RW MHROUNWREGWORVEXLOG XSRQ WK

EHOLHI LQ GHOLYHULQJ ORQJ WHROPHYRVWROG BRGMLRQ ZH KROG L
YDOXH DQG RXWVWDQGLQJ OHYHOV'RY VHUYLFH

H It KH *URXS FRQ\
ZKLOVW FROWLOXLQJ WR PDLOQWHEEMIHIEH Gugres /unxs Fra:
EDODQFH VKHHW YHU\ ORZ DQG DW WKH EHWWHU HQG RI

7KH DFTXLVLWLRQ KDV GLYHUVLI'HERXUYEDODQFH

O, L LWLRQ RI WKH %
VKHHW IXQGLQI IXUWKHU DQG EVIBTISLY REAATS LR 1 e
EHQHILWY UHTXLUHG WR VXSSRWBWeWHKHyQHWGVRIsv b UHVXOW RI
RXU PHPEHBXVD\QRIVHRGD\ DQG LQWURILWY LQ WKH \HDU OHYHUDJH DQG &

WKH IXWXUH LQFUHDVHGDWR

/HH 5D\ERXOG

&KLHI )LQDQFLDO 2IILFHU
YHEUXDU\

([FOXGLQJ LWHPV WKDW DUH RQH RIlI LQ QDWXUH UHODWLQJ B8R JWMHKRUSXUAKIONE 6RQWIOIOVHIUDWLRQ RI WKH %DQN 6HH
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 QFFH6WDWHPHQW

*URXSWHPV UHQDWHG WR ,2WHPV UHODWHG WR
XQGHUP\LQFTXLVLWELRRXS VWDHIWXRMWERSUXQGHUMERPILVLWERRXS VWPWXWF
SHUIRUPPQFHQWHJUDWISRHHY IRUPIDQBPHUIRUPDQFHQWHJUDWISRHHQ IRUHDQFH

.. P .. P .. P .. P .. P ..P
 QWHUHVW UHFHLYDEOH 3
,QWHUHVW SD\DEOH 3
1HW LQWHUHVW LQFRPH 3
2WKHU LQFRPH DQG FKDUJHV 3 3
/RVVHV RQ GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3
7RWDO LQFRPH 3
$GPLQLVWUDWLYH H[SHQVHYV
$PRUWLVDWLRQ DQG GHSUHFLDWLRQ 3
,PSDLUPHQW FKDUJH UHOHDVH 3
*DLQ RQ DFTXLVLWLRQ RI D VXEVLGLDU\ 3 3 3
3URILW EHIRUH WD]J
7D[DWLRQ B 3

BURILW IRU WKH ILQDQFLDO \HDU

*URXS XQGHUO\LQJ SHUIRUPDQFH LQFOXGHYVY DOO XQGHUO\LQJ SHUIRUPDQFH RI 7KH &R RSHUDWLYH %DQN IURP -DQXDU\

7KH IROORZLQJ IRRWQRWHYV GHWDLO WKH DFTXLVLWLRQ LQWHJUDWLRQ UHODWHG LWHPV DQG WKHLU H[FOXVLRQ IURP XQ

5HODWHV WR WKH XQZLQG RI WKH GD\ RQH IDLU YDOXH DGMXVWPHQW UHFRJQLVHG DJDLQVW WKH DFTXLUHG ORDQV DGYL

5HODWHV WR WKH XQZLQG RI WKH GD\ RQH IDLU YDOXH DGMXVWPHQW UHFRJQLVHG DJDLQVW FHUWDLQ H[WHUQDO ZKROHV|

5HSUHVHQWYV WKH LPSDFW RI DFTXLULQJ GHULYDWLYH LQVWUXPHQWY EXW QRW DFTXLULQJ WKH OLQNHG KHGJH DFFRXQWL
DFTXLUHG GHULYDWLYHV

5HSUHVHQWY RQH RIl FRVWY UHODWLQJ WR WKH EULQJLQJ WRIJHWKHU RI SHRSOH V\VWHPV DQG SURFHVVHV

5HSUHVHQWY WKH DPRUWLVDWLRQ DJDLQVW WKH &RUH '"HSRVLW ,QWDQJLEOH DVVHW ZKLFK DURVH RQ DFTXLVLWLRQ DQG
LQWHJUDWLRQ GHFLVLRQV

5HSUHVHQWY WKH UHFRJQLWLRQ RI WKH UHVHW ([SHFWHG &UHGLW /RVV DOORZDQFH DJDLQVW %DQN DFTXLUHG ORDQV D

S5HSUHVHQWYV WKH UHVXOWLQJ JDLQ FDOFXODWHG DV WKH IDLU YDOXH RI WKH FRQVLGHUDWLRQ SDLG OHVV WKH QHW DVV}

IHW LQWHUHVW LQFRPH 7KH ... PLOOLRQ RI RWKHU URGRWHIWQG Fl
8QGHUO\LQJ H[FOXGLQJ WKH LPSDFW RIOFAIIA&WWKIHR & DVOIO FWHEHQW DFFRXQW WU
LWHPV *URXS QHW LQWHUHVW LQFRPH LIQFARRHFOVBOG AVBHODWHG H[SHQVHV DQG LV C
PLOOLRQ .. PLOOLRQ LQ WKH \HDU 7KH RYHAKIP@QW ZDV D VWDQRD OFEQHN LYGWLRQ
LQFUHDVH LV PDLQO\ GXH WR WKH DFTXLMIIERRV RAWWK VG IDRIFBED RGQNLQJ SURSRVI
WKLV LV SDUWLDOORLRIOLHRWY BHB XFWLRQRWIRU6RFLH®NZ SHUVRQDO DQG EXVLQHVV F

VXE JURXS QHW LQWHUHVW LQFRPH 7KHR $HGKE WHRY MM DAXH WR
WKH LPSDFW RI EDVH UDWH UHGXFWLRQV DQG ORZHU PRU

WJDJH
DQG VDYLQJV PDUJLQV DV D UHVXOW RI PRYUL ERPEHWHIW KRG KHGIJH DFFRXQW
PDUNHWYV 7KH *URXS XVHV GHULYDWLYH ILQDQFLDO |

7KH XQGHUO\LQJ *URXS QHW LQWHUHVW I QJ'%’E%‘RQWHUHVW UDWH DQG FXUUHQF\ U
KDV LQFUHDVHG EHFDXVH RI WKH DEFMS/ P HNVSJ%*\N'%%G VDYLQJV DFWLYLW\ D

%DQN 6RFLHW\ VXE JURXS QHW LQWHUHRRCPHEUTEQUONENERROFNDOH LYVXDQFHY
LQ OLQH ZLWK H[SHFWDWLRQV JLYHQ RHKHU RX$ USSR WHIDECHQJIH DFFRXQWLQJ Z|

FRQGLWLRQV LWV DSSURDFK FRQWLQXHG WR EH HIIHFWL

7KURXJKRXW WKH SHULRG WKH 6RFLHW\'#R W%QHH%%QéDQRVV L@ LDIOH RRDU RI
DERYH DYHUDJH VDYLQJV UPWRHELRMWXUQLOPLOLRUHIRWEWY WKH XQZLQGLQJ RI SU

PLOOLRQ LQ PHPEHU YDOXH FRPSDUR RHPOBRHHY PDWXUH RU PRYH WRZDUG
DYHUDJH UDWHYV 2Q DFTXLVLWLRQ WKH %DQN V KHGJH DFFF
20 D VWDWXWRU\ EDVLV *URXS QHW LQWHBNMUY P ¥ MRiph RFTXLUHG EDODQFH VKHH)
PLOOLRQ .. PLOOLRQ LQFOXGHV \X/RQX(HQZL MRV IBHYXOWHG LQ DQ DFTXLY

YDOXH DGMXVWPHQWYV UHFRJQLVHG RQ DENK M V/PW FRIQOLRQ  7KH *URXS KDV HOHFW
UHFRPPHQFH D KHGJH DFFRXQWLQJ SURJUI

2WKHU LQFRPH DQG FKDUJHV DFTXLVLWLRQ LQ RUGHU WR PDQDJH WKH Y
X | R RI GHULYDWLYH DVV

JROORZLQJ WKH DETXLVLWLRQ RI WKH % Q*%‘@g F§\9

GLYHUVLILHG LWV EDODQFH VKHHW DQGQQ@ZHI;/}?r% WL (PUE p YRRk

LQFRPH VWUHDPVY SUHGRPLQDWHO\ UHODWHG WR IHH LQFRPH RQ
UHVLGHQWLDO DQG EXVLQHVV FXUUHQW DFFRXQWY DQG FUHGLW
FDUGV

9DOXH JLYHQ WR PHPEHUV LV EDVHG RQ WKH 6RFLHW\-V DYHUDJH PRQWK HQG VDYLQJV UDWH FRPSDUHG WR WKH &$&, /WG
DFFRXQWYV H[FOXGLQJ FXUUHQW DFFRXQWYV DQG RIIVHW VDYLQJV IRU WKH PRQWKV RI WKH \HDU
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ODQDJHPHQW H[SHQVHYV GDWH ZLWK WKHLU BSDWKHOWRFRN UHPDLQV |

8QGHUO\LQJ *URXS PDQDJHPHQW H[SHQVVHV\//D‘?-HFOXGLQJ WKH

LPSDFW RI DFTXLVLWLRQ UHODWHG LWHRYH RIHOBPBGIOQIURXS (&/ SURYLRLPRVKHTXDW

GHSUHFLDWLRQ DQG DPRUWLZOMRQRQ ZHRWYHUDOO OHQGLQJ ERRKLFK LV UHIOHFWL)Y
PLOOLRQ 7KLV LRIFODXIGRRHYV RL FRVWYV VHODWUQRQJ FUHGLW TXDOLW\ ZLWK YHU\

WR WKH %DQN 7KH 6RFLHW\ VXE JURXS VKAQBBUID\QOO® ERVWMDWHHUHQ WKLV FRYHUD

IODW DWLOOLRQ LOQFOXVLRQ RI WKH %D@NOQWHWXWYWDHFXUHG ED

7KH *URXS VWDWXWRU\ PDQDJHPHQW H[JI—'IQ(S)\l/DIlI_'\yFRLIDO DVVHWYV
PLOOLRQ PLOOLRIQO QAIOF@® XGH ..0RUH LQIRUPDWLRQ RQ (&/V LV LQFOXGHG
PLOOLRQ RI DFTXLVLWLRQ DQG LQWHJIJUBWHRMFERROWWG H[SHQVHV DV

ZH FRQWLQXH RXU MRXUQH\ RI LOQOWHJUDWLQJ WKH EXVLQHVVHV
N © © © 7D?DWLRQ ©

2XU UREXVW ILQDQFLDO SHUIRUPDQFH KDYV XQ\%% S gGW%%(LIJ:UFHLCI]_(W_IZQV
FU*% .....

FROQWLQXHG LOQYHVWPHQW LQ PIRH;N\LRQAWQQ)é Vé
HIOHFWLQJ DQ HIIHFW
VSHQG RI@WBRMQW LQFOXGLQJ FDSLWDO H{SH JI-EI-H:JHFVOVLYH V\?DJ[ U%WH Y

.. PLOOLRQ.. PLOOLRQ KDV EHHQ IRFXVH Q

DFWLYLW\ WR PRGHUQLVH RXU VHUYLFHW @g v D&‘&@%}Jﬁy JBXVL'E%LVY/?[ SJDR‘

RXU GLIJLWDO URDGPDS PRUWJDJH VDOHV Q Q Q
RiRO

HQKDQFHPHQWY LQFOXGLQJ OLPLWHG F\g'g kﬁ\//g RV WD[DEOSV\?EﬁVWLKHV\L/J
RSHUDWLRQDO UHVLOLHQFH DQG F\EHU LG P PR W DL Q

LOWHJUDWLRQ UHODWHG FRVWYV 7RWDOHIHWUG GVW B/[VDRIPLOOLRQ QLO ...

7KH XQGHUO\LQJ *URXS FRVW WR LQFRP»EQJ&)P %&%Y'@?%Yg%ﬁgg@?:g \\A//';H}':L\A(
. .

WR UHIOHFWLQJ WKH "QFOXV"RﬂEH eR RsUOOW Y H %DON 'HIHUUHG WD[ D

RSHUDWLQJ FRVWKY UPS L VW E g%WRULFDO ORVVHV KDYH EHHQ UHFRJQL

JURXS FRVW WR LQFRPH UGWRRQARXDIS va S%%R&\%%ILQDQFLDO SODQ
XUH 2U LWD Lé‘L \'DQG LV VXEMHFW

HITHFWLYH PDQDJHPHQW RI RXU RSHUDVEIJ
FRQWLQXLQJ WR LQYHVW IRU WKH IXWX HVWLPDWLRQ DV RXWOLOQHG LQ QRWH

)XUWKHU GHWDLOV UHJDUGLQJ DGPLQLV WLYH H[SHQVHYV
LQFOXGHG LQ QRWH WR WKH DFFRXQW E’?gb?R'&%‘%g%\SWL&SFhQ WDI[DWLRQ LV L

([SHFWHG FUHGLW ORVVHYV , WHPVY UHODWLQJ WR DFTXLVLWLRC

7KH SHUIRUPDQFH RI WKH PRUWJDJH ER%%&H &ﬁVEHng?—'IHH\?%HW HYHOW WR WK

E’;V(gsvy\;(\li\g DUUHDURVI ORDQV PRUH WKD DQG $FFRXQWV ZH DQQRXQFHG D
RQ DFTXLVLWLRQ RI WKH %DQN DQG SURIR
&UHGLW LPSDLUPHQW FKDUJHV LQFUHDVBIGGLQ(WKHDMRBRQYWRI.UHVSHFWLYHO\

PLOOLRQ .. PLOOLRQ UHOHDVH RI_ZKL . LQ/
UHODWHV WR WKH LOFOXVLRQ RI WKH % é\:/ S ' QIE\/E/&QLQ/E\"/VV'\-/RFQRVP;
FUHGLW TXDOLW\ Rl WKH %DQN V OHQGL % v ele lH%

SRVLWLRQ DV
VLPLODU WR LWV SHUIRUPDQFH DQG DWLRQ LV DYDLODEOH W

H[SHFWHG FUHGLW ORVYV SURYLVLRQ UHP%%@ S SHULRG FORVHG RO HEMT
7KH .. PLOOLRQ FKDUJH LQ WKH \HDU UBHOMPWW /KB Y@BOXVDBGXMWPHQWYV WR W
WKH %DQN LQWR WKH *URXS 7KLV KDV UMWQORMH.G LQPDO.OLRDOPQMETXLVLWLRQ WF
FKDUJH LQ UHODWLRQ WR WKH %DQN V P.RUWRDOB LRHQIGQ QUK HOVH ILQDQFLDO UHVXO
PLOOLRQ FKDUJH IRU XQVHFXUHG OHQ G LI WRIG MRIKHW WEBQ@XO0DU ILQDO UHYLHZ RI
PLOOLRQ FKDUJH IRU WKH EXVLQHVV DQ 8 KRHRPP DN BROFIOYAGHBI SRVW DFTXLVLWLR

SRUWIROLR .. PLOOLRQ IRU D VLQJOH FEDVH L§/R v \X?

FRPPHUFLDO OHQGLQJ LV LQFOXGHG IRO f% \a H ﬁiDﬁun Rg?/ '?JFHTVXH'—xLE\)NJ

UHYLHZ RI WKH DFTXLUHG DVVHWV 7KH 6; 3 E\/va D(G SN L

LPSDFWHG E\ DFFRXQWLQJ UHTXLUHPHQ% | c? P WRQWKH AN

YDOXH H[HUFLVH Rl WKH DFTXLUHG EDO 'WEbH'i' gg %JQ V% S QHYHUDIH DQG |
\

DFTXLUHG DVVHWYV DUH UHVHW WR ]JHUR %% ]
DQG EXLOW EDFN XS DV FUHGLW TXDoLWRF&RpQYHV

7KH *URXS KDV D GHOLEHUDWHO\ FDXWLRXV DSSURDFK WR
HVWLPDWLQJ (&/VLRQE IR AHFRAY® LR Q

.PLOOLRQ RI SRVW PRGHO DGMXVWPHQWYV 30$V ZKHUH FRUH
PRGHOV GR QRW IXOO\ UHIOHFW WKH ULVN RI (&/ JLYHQ WKH
PDUNHW HQYLURQPHQW

$FFRXQWV ZKLFK KDYH H[SHULHQFHG D VLJQLILFDQW LQFUHDVH LQ
FUHGLW ULVN DQG DUH FODVVLILHG DV VWDJH GHFUHDVHG WR
Rl WKHVH VWDJH DFFRXQWV UHPDLQ XS WR

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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7KH EDODQFH ZHLIJKWHG LQGH[HG /79 RI W

%DODQFH 6KHHW '
SRUWIROLR KDV VHIVH DDW LQFUHD

2YHUYLHZ '"HFHPEHU DQG WKH *URXS FRQWLC

2XU FRUH WUDGLQJ SHUIRUPDQFH IRU PR®W DL HHREDAW PRE KLIK TXDOLWA DVVHW

FXUUHQW DFFRXQWYV EXVLQHVV DQG FRRRHVYHRLDQHPRIRMEWAWHEY E\ YHU\ ORZ DUUL
EHHQ EURDGO\ VWDEOH ([FOXGLQJ WKH BDFFXLUWWLERQ PRBPFVWKDQ WKUHH PRQWKYV
HWDLO VDYHQUUFKHDVHG RUJDQLFDOO\ DM HRWHIWHVW  7KH DUUHDUV YROXPH UHPI
FDSLWDOLVHV 7KLV KDV EHHQ XVHG WR 35 B R @KRIOIHMPROWIL EF®O\ DQG ZKHQ FRPSE
IXQGLQJ LQ WKWXPHPDWLVHG %DODQFH 6KHVIM 6WEVHIWLQGRVWU\ IXYIOWDW MV K LV
RXW EHORZ UHSUHVHQWY DQ LQFUHDVH LQ WKH \HDU
QXPEHU RI FDVHV PRUH WKDQ WKUHH PRQV
S b '"HFHPEHU GHPRQVWUDWHYV WKH
UHVLOLHQFH RI WKH SRUWIROLR ORVW RI
/79 EHORZ 7KH EX\ WR OHW ERRN VDZ D
;EffLVG'EV%\G DGYDQFHV WR EXVWRPHUV LQ DUUHDUV EXW IURP D YHU\ ORZ EDVH

2WKHU 3RVVHVVLRQV DQG IRUEHDUDQFH UHPDLQH
7RWDO DVVHWYV PRUWIDIHSRVVHVVLRQ DW WKH THEBU HQG
LQFUHDVH LOQFDMWHWHYQ SRVVHVVLRQ E\ WK

7KH *URXS DFTXEUBIGLRQ LQ XQVHFXUHG F1

$VVHWYV

/LDELOLWLHYV

5HWDLO DQG RWKHU GHSRVLWYV

:KROHVDOH IXQGLQJ

6XERUGLQDWHG OLDELOLWLHYV DQG
VXEVFULEHG FDSLWDO

2WKHU

7RWDO OLDELOLWLHYV

(TXLW\

*HQHUDO UHVHUYH

2WKHU HTXLW\ LOQVWUXPHQWYV

2WKHU

DVVHWY ZLWK IODW JURZWK GXULQJ WKH !
UHPDLQV VWDEOH ZLWK ORZ DUUHDUV UDW

,Q DGGLWLRQ D EXOWKRQ RI EXVLQHVV DQ
FRPPHUFLDO ORDQV ZHUH DFTXLUHG ZLWK
\HU RIKWYV SRUWIROLR UHSUHVHQWYV 3),

DVVRFLDWLRY ®IRDYW SURYLVLRQ FKDUJH
LQ WKH ILUVW KDOI IRU D VSHFLILF VLQJO}
ZKLFK LV FXUUHQWO\ XS WR GDWH FUHGL\
VWURQJ ZLWK D ORZ OHYHO RI DUUHDUYV

/ILTXLGLW\

7RWDO HTXLW\
7RWDO OLDELOLWLHYV DQG HTXLW\

/[LTXLG DVVHWYV KDYH LEEOODRIPG WR
ELOOLRQ PDLQO\ GXH WR WKH LQFOXVLRC

/JRDQV DQG DGYDQFHV WR FXVWRMPPFIHU! 7TKHURXS OLTXLGLW\ SRVLWLRQ Ul
DV GHPRQVWUDWHG E\ RXU PRQWK UROO
7KH *URXS V OHQGLQJ UHPDLQV IRFXVHGgRQHUDKnTDWILNY \DAESR Z HEHPEH U

2 B
ORDQ WR YDOXH /79 RZQHU RFFXSLHG DOG EX\LWIR (GHW 9 ,_qgﬂ-,@g)wo\ DERYH WKH
ZLWKLQ WKH SULPH UHVLGHQWLDO PDUN@%X@LDWJ_\ELa(lwg

WKURXJK PRUWJDJH LQWHUPHGLDULHY LQ D FRVW HIIHFWLYH ZD\
7KH DGGLWLRQ RI WKH %DQN KDV LQFUHBVPECERWKHRMM DD SHLBFESDOO\N KHOG L

WKH EUHDGWK RI RODRQDOOMBGYHHBVH PRBWI®IADQG DQG LQ 8. *RYHUQPHQW LQYHYV
SRUWIROLR 7KLV PHDQV WKDW DVVHW TXDOLW\ UHPDLC

WKH SRUWIROLR UDWHG $DBRREDLTXLG

7KH *URXS PDQDJHV LWV JURZWK DFFRU@}VQ,JHWB At m@e@@@g VRYHUHLJQ RU 8.
FRQGLWLRQV PDUNHW SULFLQJ DQG IXQGLQJ FRQGLWLRQV 7K

OHQ@ERWKDV JURZQ ELQOLRQ WIROOLRQ
ELOOLRQ 7KH JURZWK ZDV SULBBHULO\LWKDRXEKEXVLQHVV IXQGLQJ

WKH DFTXLVLWLRQ Rl WKH %DQN ELRPLRRX LEWEWRGHWWR EH SUHGRPLQD\
RUJDQLF JURZWK RYHU WKH SHULRG DQG EXVLQHVV GHSRVLWYV ZEWXOE RQDI)MW H

'XULQJ WKH \HDU WKH JURRAD OGRQ® ®@FHG HFHPEHU ELOOLRQ WKLV LQFOXG
PRUWJDJHV ELOOLRQ ZKLFK zDV RIIVAMOPLRQ IRU WKH %DQN

UHGHPSWLRQV DQG RWKHU UHSDI\PHQWV7gURLWKJ.Q W%Hu\b"U:dNVHYLQJV PDUNHW V.

LQ KDV VHHQ PRUH OHQGLQJ LQ WKH KLJKﬂQ/\/WQ/\/KH PHRWMOVH UHIOHFWLQJ WKH
DQG WKH *URXS KDV WDNHQ D PHDVXUHG,BSRURDFK WR
SDUWLFLSDWLRQ JLYHQ QHZ EXVLQHVV PDUJLQV DQG WKH

DFTXLVLWLRQ

1HZ OHQGLQJ RQ RZQHU RFFX¢ IR KRPHV DFFRXQWHG

RI WRWDO QHZ OHQGLQJ LDLWK RYHUDOO

DYHUDJH /79 RQ QHZ OHQGLQJ RIH

*URXS FRQWLQXHV WR VXSSRUW ILUVW WLPH EX\HUV DQG
LQFUHDVHG WKH QXPEHU RI ORDQV DGYDQFHG LQ WR RYHU

/79 LV FDOFXODWHG XVLQJ WKH 1DWLRQZLGH %XLOGLQJ 6RFLHW\ TXDUWHUO\ UHJLRQDO KRXVH SULFH LQGH[ +3,
6RXUFH 8. )LQDQFH
6RXUFH %DQN RI (QJODQG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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7KH *URXS DFTXEUBGLRQ RI SHUVRQDO FXKHUMBKWHPH DVVHWY DQG OLDELOLWLHV Dl
DFFRXQOW QBPW\SDUW RI WKH DFTXLVLWLRRRKHWKAWYDQDANG WKH FKDQJH LQ WKH \HDLU
DQG ZH VHH D PRGHVW EXW SRVLWLYH WHHMHBWRUNREWRNHFWXDWLRQV LQ WKH 8.
YROXPH RI FXVWRPHUV VZLWFKLQJ WR WHKMHUN¥BQYN 7EHWK RXS FRQWLQXHV WR PRQLV
QHW VZLWFKHV LQ 7KH EDODQFHV KI¥FHKHRMHP MR HQWWBEWKDW WKHUH LV QR VI
DFURVV LQ OLQH ZLWK WKH PDUNHWPHGLXP WHUP

7KH *URXS DOVR DELXOIOJUERGY IRQHVY DQG SHIXODWRU\ EDSLWDO
FRPPHUFLDO/GBQRBRVAMVKDYH VEHHO® DR.Q

LQFUHDVH LQ WKH \HDU 'H KROG FDSLWDO WR SURWHFW PHPEHUYV |
IXWXUH ORVVHV $V ZH JURZ RXU OHQGLQJ
:KROHVDOH IXQGLQJ DPRXQW RI FDSLWDO ZH QHHG WR KROG WF

7KH *URXS XVHV ZKROHVDOH IXQGLQJ WRBIURWHEFH QWY 'LUHFWLYH &5' 9 LQFUHD\
GLYHUVLILFDWLRQ RI IXQGLQJ E\ VRXUFH KH & MEHOUP EMRBZRIVRLYQLG HV DWIXPIPWDD R
JURZWK DQG ORZHULQJ ULVN E\ UHGXFLQHWRXURHNUDDD FRWMWRWLRY RQ DQ HQG
IXQGLQJ 7KLV EHQHILWY UHWDLO GHSRWLW ¥XIVQWRPOAO\&BD'QBGUHTXLUHPHQWY ZHUH
PHPEHUV WKURXJK EHWWHU VDYLQJV UDQ@RWDRGVOMWQBRPD SURYLVLRQV SHUPLWW
FXVWRPHUV DQG PHPEHUV E\ HQDEOLQJ XV WR RIIHU PRUH

FRPSHWLWLYH ORQJ WHUP UDWHYV

:KROHVDOH IXQGLQJ KDV UHPDLQHG EURDGO\ VWDEOH DW ... (QG,iiLQWG,iiLQW
ELOOLRQ.. ELOOLRQ DQG LELFRIDXRHNV RI
%DQN ZKROHVDOH IXQGLQJ 7KH *URXS VXFFHVVIXO0O\ P P

FRPSOHWHG WKUHH LVVXDQFHYV GXULQJ WKH WHDUJ HVRR S BV

PLOOLRQ FRYHUHG ERQG LVVXHG LQ&MPPRRYTXDW\ 7LHU & (7
PLOOLRQ UHVLGHQWLDO PRUWJDJH EDFNHGVNO FXHUWEBYLWEHO
LVVXHG LQ -XO\ DQG D .. PLOOLRQ FRYHW® EBQGVvDQ

6HSWHPEHU 5LVN ZHLJKWHG DVVHWV
7KH 6RFLHW\ DQG %DQN KDYH ERWK SUH¥
%DQN RI (QJODQG V 7THUP )XQGLQJ 6FKHP
WKH *URXS KDV VXFFHVVIXOO\ UHSDLG W 7
RXWVWDQGLQJ GERDIOQRQ UHSDLG GXULQY QFOXGLQJ FHQWUDO

YHV DQG IXOO $7 FDSLWDO
PLOOLRQ LV H[SHFWHG WR EH UHSDL% IO‘ﬂYHUDJH UDWLR

(TXLW\ 7KH 8. OHYHUDJH UDWLR LQFOXGHV D UHVWULFWLRQ RQ WKH |
FDSLWDO DQG H[FOXGHV FHQWUDO EDQN UHVHUYHV IURP WKH FI
7KH *URXS:-V HTXLW\ LV SUHGRPLQDQWOWWPDY&HVXS RI RYHU

\HDBV UHWDLQHG SURILWV LQ WKH JHQHUDQ, YHYHUYH DQG

$GGLWLRQDO 7LHU  $7 ELPOIEIRQDO RI
. H DUH QRW FXUUHQWO\ ERXQG E\ UHJXOD\
7KH *URXS PDGH SRVW WWLW'RW\K‘R'W*Q'RLFK PHDVXUH 7LHU FDSLWDO DJDLQVW

\HDU DQG WRWDO HTX'-W\P'-QB‘”RQV*HQFEQ ESRGLOI RII EDOD KHH \BK HDHHW HLUWNCHIRHV U D
RI D .PLOOLRQ GLVWULEXWLRQ WRD$7 lP\MQQL%\R BF 6 URK DEEBQ WR WK

PLOOLRQ PRYHPHQW LQ WKH FDVK 'O%ZYﬁUS:?ﬁ HIL'MHH/ |_o GHSRVLWV RYHU WKH

B3HQVLRQ 6FKHPHYV H[FHHGV ELOOLRQ WKUHVKROG VXEMH
XSGDWH DW LWV DQQXDO UHSRUWLQJ

7KHDVVHWYV DQG OLDELOLWLHV IURP WKH (Fi,w W SH BRI QHYHURIH UHTXLUHPHO
VFKHPHV DUH UHFRUGHG LQ WKH *URXS Vrl} BPORYWRAWHERHQ

ZLWK DQ RYHUDOO QHWOWURSDRW RVKH H

Q .PLOOLRO ngLFLW 7(%84 RURXS V 8. OHYHUDJIH UDMRIOR REIGXEF HG
DFTXLVLWLRQ RI WKB QD RNV

7KH *URXS KDV WKUHH OHJDF\ IXQGHG GUkLEQ/th%)EH* VY_PSGRMHQJV\W\RKH \HDU EHFD

SHQVLRQ VFKHPHV RQH IRU WKH 6RFLH L UHWDLQHG SURILWY 7K
VFKHPHV 7KH\ DUH DOO FORVHG WR QHZ a% [SHEWDWLRQ RI

VHUYLFH DFFUXDO DQG HPSOR\ ORZ ULVIé |§QYH P QW VWUDWH
$vV D UHVXOW YRODWLOLW\ LQ WKH QHW I\_A</\PL Q RI WKH VFKHPHV LV

H[SHFWHG WR EH VPDOO UHODWLYH WR WRHH RYHWMLOG RO &R QMH %DQN WKH XSGD!
VKHHW &(7 UDWLR ZDsw DW '"HFHPEHU WKH
DWLR KDV LQFUHDW HIG WFOW RI UHWDLQH:(

&XUUHQWO\ WKH 6RFLHW\ VFKHPH UHPDE My k@ '?H%*UJ"RHF\Y\HWE\ P R2NEAP & QA V ULDOW S,
PLOOLRQ ZLWK LWV QH[W WULHQQLDO H|$ppWHG WMRGRREBIFD\LBKHDG RI WKH 7R
7TKH WZR %DQN VFKHPHVLQUBH-\Q—MCR@NE%LUHPHQW IRU WKH *UR XM ZI$VFBVZDV
ZLWK VSHFLDOLVW LQVXUHUV ZKLFK VXEWD QWP PLWLIRWHYS S LWDO UDWLRY
YRODWLOLW\ WKDW WKH VFKHPHV DUH HESRYV KGR RAKOHSREBWR UL FKDQJIHV WKDV
FRPELQHG VXUSRLDOORRQ. UHIOHFWHG LQ WKH ,5% PRGHOV DV SUHYL
WK H $QQXDO 5HSRUW $FFRXQWYV

........

G OQHYHOUDJH UDWLRYV
&(7 UDWLR

>67ﬂ

6RXUFH %DQN RI (QJODQG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&KLHI )LODQFLDO 21 lckdmkxbk

7KH 6RFLHW\ DQG %DQN KDG ERWK VXEPLWWHG XSGDWHG PRGHOV
WR WKH 35%$ LQ 2XU VWUDWHJ\ IROORZLQJ WKH DFTXLVLWLRQ
LV WR PRYH WR D VLQJOH *URXS ,5% PRGHO :H KDYH UHFHQWO\
UHFHLYHG IHHGEDFN IURP WKH 35% RQ WKH PRGHOV ZKLFK KDG
EHHQ VXEPLWWHG DQG ZH LOWHQG WR LQFRUSRUDWH WKLYV
IHHGEDFN LQWR WKH EXLOG RI RXU QHZ *URXS PRGHO :H
FXUUHQWO\ H[SHFW WR VXEPLW RXU QHZ *URXS ,5% PRGHO DW
WKH HQG RI :KHQ DSSURYDO LV JUDQWHG WKH ILQDO

*URXS ,5% PRGHO RXWSXW 5:$V PD\ YDU\ IURP WKRVH
FDOFXODWHG FXUUHQWO\ WKHUHE\ LPSDFWLQJ FDSLWDO UDWLRYV

%DVHO 5:$ IORRUV DUH FXUUHQWO\ H[SHFWHG WR EH SKDVHG
LQ IURP WKH LQWURGXFWLRQ RI WKH QHZ UHJXODWLRQV LQ
DQG LQ WLPH DUH H[SHFWHG WR UHGXFH WKH *URXS V UHSRUWHG
&(7 UDWLR WKURXJK LQFUHDVLQJ 5:3V $SSO\LQJ WKH %DVHO

5:$ IORRUV WR WKH '"HFHPEHU ILJIXUHV RQ D IXOO
WUDQVLWLRQ SUR IRUPD EDVLY ZRXOG UHVXOW LQ D &(7 UDWLR RI
DSSUR[LPDWH®RZHYHU RQ H[SHFWHG %DVHO
LPSOHPHQWDWLRQ LQ -DQXDU\ WKH *URXS HVWLPDWHV D

SUR IR&UFED UDWLR DW '"HFHPEHU GXH WR

WKH UHPRYDO RI WKH ,52KNFDEBRXE RXUUHQWO\
H[SHFWV %DVHO FDQWW DWRUEHITXEGE UHRR

$00 NQRZQ IXWXUH FDSLWDO UHTXLUHPHQW FKDQJHV LQFOXGLQJ
%DVHO LPSDFWV KDYH EHHQ IDFWRUHG LQWR WKH *URXS V
ILQDQFLD G GOOWYMJ Z B SISHPREWLDWHO\

FDSLWDOLVHG

7KH FDSLWDO GLVFORVXUHYV DERYH DUH RQ D *URXS EDVLYV
LQFOXGLQJ DOO VXEVLGLDU\ HQWLWLHV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



2ZWKHU LOQIRUPDWLRQ

$OWHUQDWLYH SHUIRUPDQFH PHDVXUHYV

7KH *URXS UHSRUWYV LWV UHVXOWY XVLQJ D QXPEHU RI ILQDQFLDO PHDVXUHV ZKLF
PHDVXUHV 7KHVH PHDVXUHV DUH XVHG WR XQGHUVWDQG RXU SHUIRUPDQFH DQG |
UHVXOWYV ORUH LQIRUPDWLRQ RQ HDFK DOWHUQDWLYH SHUIRUPDQFH PHDVXUH DQ
SDJH

1RQ ILQDQFLDO LQIRUPDWLRQ

7KH 6RFLHW\ KDV YROXQWDULO\ DSSOLHG WKH UHTXLUHPHQWY RI 6HFWLRQV &$ I
WKH GLVFORVXUH RI QRQ ILQDQFLDO DQG VXVWDLQDELOLW\ HQYLURQPHQWDO VR
LOQWHJUDWHG DFURVV WKH $QQXDO 5HSRUW $FFRXQWYV DQG WKHUHIRUH ZH KDYH

5HSRUWLQJ UHTXLUHPHQW 3DJH

%XVLQHVV PRGHO

7RS HPHUJLQJ ULVNYV

.H\V ULVN PDQDJHPHQW

.H\ SHUIRUPDQFH LQGLFDWRUV

&ROOHDJXHV

+XPDQ ULJKWYV

$QWL EULEHU\ DQG FRUUXSWLRQ

&RPPXQLWLHV

(QYLURQPHQWDO PDWWHUYV

&OLPDWH UHODWHG ILQDQFLDO GLVFORVXUHV

2XU IXO0 (QYLURQPHQWDO 3ROLF\ LV SXEOLVKHG RQ RXU ZHEVLWH DW ZZZ WKHFRYHQWU\ FR XN

7KH 6WUDWHJLF 5SHSRUW KDV EHHQ DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV DQG VI

6WHSKHQ +XJKHV

&KLHI ([HFXWLYH
JHEUXDU\

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV



S5LVN ODQDJHPHQ

,QWURGXFWLRQ

5LVN ODQDJHPHOQ
SHSRUW

7KLY VHFWLRQ RXWOLCGBWwW uLvN
WKH ULVNV WKDW WKH"®YRY'PC IXQ6LQ) UL

LWDO ULVN

LV H[SRVHG WR DQG KR:Zn WK\
DUH PDQDJHG 2SHUDWLRQDO ULVN

6WUDWHJILF FKDQJH ULVN
JLOQDQFLDO FULPH ULVN
&RQGXFW DQG FRPSOLDQFHULVN
&OLPDWH ULVN

2SHUDWLRQDO UHVLOLHQF

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV



S5LVN O0DQD J¥HHPFHRWNN

L QWURGXFWLRQ

7KLV 5LVN ODQDJHPHQW 5HSRUW H[SODLQV WKH SULQFLSDO ULVNV WKDW WKH *UR>

KRZ WKHVH ULVNV DUH PDQDJHG

7KH UHSRUW DOVR LQFOXGHV LQIRUPDWLRQ RQ WKH *URXS-V FDSLWDO SRVLWLRQ
PHPEHD®G FXVWRPHUV IURP WKH LPSDFW RI DQ\ UHODWHG ULVN ZKLFK PD\ PDWHUI

SULQFLSDO ULVNYV

7KH SULQFLSDO ULVNV WR ZKLFK WKH *URXS V EXVLQHVV PRGHO LV LQKHUHQWO\ H

WKURXJK WKH *URXS:V (QWHUSULVH 5LVN ODQDJHPHQW )UDPHZRUN

(50)

3ULQFLSDO ULVNV DUH WKRVH ULVNV WKDW WKH *URXS EHOLHYHV FRXOG PDWHULD
REMHFWLYHV 7KH SULQFLSDO ULVWNWDBVHH DUWLREZWE&H POLQQRMHQW DQG LQWHJIUD\
DFTXLVLWLRQ RARWKKI IBQRQRAFLDO FULPH DQG VWUDWHJILF FKDQJH ULVNV DUH LQFOX
F\EHU DQG GDWD ULVNV QRZ IRUP SDUW RI WKH EURDGHU RSHUDWLRQDO ULVN SUL
DQG HPHUJLQJ ULV N\ HV6 WUROKHEIH G5 BISRIQ G

BULQFLSDO ULVNYV

OLWLIJDWLRQ

&UHGLW ULVN ‘H RSHUDWH UREXVW XQGHUZULWLQJ DQG DIIRUGDE
7KH ULVN RI ORVV WR WKH *URXS IUBRLFKP WMRIWH WX VW RAMKY/DSSURSULDWH FUHGLW SR
RU ZKROHVDOH FRXQWHUSDUWLHV |DBUBXS OWR FLHHW WKHRQVLEO\ DQG ZLWKLQ LWV UL\
FRQWUDFWXDO SD\PHQWV LQ IXO0 DPREGRRISK Y DWHP Y WAKW V VRARRLYFPWOy PRGHOV WR PHDVXUH
UHWDLO DQG FRPPHUFLDO FUHGLW XQAHUVWDQG RXU H[SRVXUH WR RQJRLQJ ULVN RI C
VFHQDULRYV
ODUNHW ULVN ‘H RSHUDWH ZLWKLQ %RDUG DSSURYHG OLPLWV DQ
7KH ULVN RI D UHGXFWLRQ LQ *URXdMHDUIR ':J{/FIS IRV PMYGXYZDS DIJUHHPHQWYV WR PL\
UHVXOWLQJ IURP DGYHUVH PRYHPHQW? Q{ DMWY WDWHY DQG IRUHLIQ H[FKD
/JLTXLGLW\ DQG IXQGLQJ ULVN ‘H KROG VXIILFLHQW OLTXLGLW\ WR ZLWKVWDQG D
7KH ULVN WKDW WKH *URXS KDV LQVXWYHBVYo LW RIYULVNV LGHQWLILHG WKURXJK W
SURMHFWHG IXQGV WR PHHW REOLJHREERNEW B\ WKL Q BJ-& Loy \RUW EV WKH %RDUG :H P
FRXOG RQO\ GR VR DW H[FHVVLYH FFE)YJQ/\?V#{%J#EQMH WR DYRLG DQ\ RYHUUHOLDQFH RQ D
&DSLWDO ULVN ‘H KROG VXIILFLHQW FDSLWDO WR ZLWKVWDQG D VF
7KH ULVN WKDW WKH *URXS KDV LQVX®® AL W%"M%L%HU\UHQHQMVFLM'VHG WKURXJK WKH C
WR DEVRUE ORVVHV LQ EHQLJQ RU \VRWPH! Hp@LERLRN MHW WR HQVXUH WKDW WKIH
FRQGLWLRQV IDLOV WR PHHW SUXGH W\&%LCPQEUX@WLH X %&VRU\ PLQLPD ZLWK HDU
H[SHFWDWLRQV RU KDV LQVXIILFLI—% DLt )NMFFLEH QW IR SRR @R R VHYHUH VWUHVV D
UHFDSLWDOLVH LQ WKH HYHQW RI URPR8XWYRSFURFHVV
ORGHO ULVN ‘H KDYH LPSOHPHQWHG UREXVW PRGHO ULVN PDQD.
7KH SRWHQWLDO IRU DGYHUVH FRQVHIWHEFWEHUFIOLEURIWRGHO SLVN DQG ORGHO SL\
WKH LQDSSURSULDWH XVH RI PRGHDWYG*%M:&)@\W/Y/W@Q%'F#U%HTXLUHPHQWV DQG SURFH
EXVLQHVV GHFLVLRQV PDWHULDO PRGHO
2SHUDWLRQDO ULVN ‘H DFWLYHO\ LGHQWLI\ DVVHVV DQG PDQDJH RSHUTE
7KH ULVN Rl ORVV DULVLQJ IURP LQREREXDWH ROWHUBHGHVQWR ZEbBK WKH *URXS LV HJ
SURFHVVHVY SHRSOH V\VWHPV RU I%PF’H—QVWNL\IQD:COPIYWQWR/DWKBWV LQGXVWU)N EHVW S|
GLVUXSW EXVLQHVV RSHUDWLRQV EXVLQHVV PRGHO :H DLP WR FRQWLQXRXVO\ HQKDQ
7KH RSHUDWLRQDO ULVN SULQFLSDJ PR PNHPIHRN YR R hERUE MR HQDEOH WKH *URXS W
WHFKQRORJ\ F\EHU GDWD WKLUG SBYWRSHHPWbR @RR IAYN WKHUHEN OLPLWLQJ LQFL
VWDWXWRU\ UHJXODWRU\ DQG ILQDYWRLAONVKLSRRSWPHYYLEB\PHQWY
DQG SUHPLVHV ULVN
6WUDWHJILF FKDQJH ULVN 7KH *URXS KDV LPSOHPHQWHG D UREXVW JRYHUQDC
7KH ULVN WKDW VWUDWHJLF RXW F R &Hhs BUWhlewF § R RIHVRALOSHPHQW RITLFH WR HQVXL
GHOLYHUHG DQG RU FKDQJH GHOLYHU RS bpWHOVBEBRPPEEFWQG SRUWIROLR ULVNV
EXVLQHVYV RSHUDWLRQV FRQWUROOHG 7KLV LQFOXGHV GHSOR\LQJ HVWDEO
PDQDJHPHQW WHFKQLTXHV DQG JRYHUQDQ|FH WRRO
VXEMHFW PDWWHU H[SHUWLVH DV UHTXLUHG 6WUD
HOHYDWHG WR D SULQFLSDO ULVN FDWHJRU\ WR VX
E\ WKH %RDUG

&RYHQWU\ %XLOGLQHQERFLM\WHSRUW

$FFRXQWYV



SLVN ODQDJHPHG@W.aH SRUW

SULQFLSDF@oWL YN

SLVN FDWHJRULHYV OLWLIJDWLRQ

JLODQFLDO FULPH ULVN 7KH *URXS LPSOHPHQWYVY V\VWHPVY DQG FRQWUROV L

7KH ULVN WKDW *URXS SURGXFWV R WLF%@L&LLPd'bUé-NNV SRVHG E\ RXU FXVWRPHUV
H[SORLWHG IRU FULPLQDO SXUSRVH Qv LQ OLQH ZLWK RXU OHJDO DQG UH.

D 1UDXG RU GLVKRQHVW\ LQFOXGL RYR%?&LW% B RYG R FHY S Fw Y iwi DoG wrurx
RU FRUUXSWLRQ Do W

E PLVFRQGXFW LQ RU PLVXVH RI LQIRUPDWLRQ UHODWLQJ WR D
ILQDQFLDO PDUNHW
F KDQGOLQJ WKH SURFHHGV RI FULPH RU

G WKH ILQDQFLQJ RI WHUURULVP RU HYDGLQJ RU FLUFXPYHQWLQJ
RI VDQFWLRQV
&RQGXFW FRPSOLDQFH ULVN 'H SODFH JRRG FXVWRPHU RXWFRPHV DOLJQHG WR

7KH ULVN WKDW WKH *URXS V EHKDYQWXVMK%##*LD\H‘M PRYYEHHRWLRQ PDNLQJ ,Q OLQH
SURGXFWV DQG VHUYLFHV UHVXOW EW R BHAOMWIER Y My, YRV UHGXFHV FRQGXFW ULVN
FXVWRPHUV XQGHUPLQH PDUNHW L% ReKFW\ RVEYRD¥RUYLFHY DQG SHRSOH DQG FRE

UHJXODWRU\ VWDQGDUGV DQG FDXVHXKDORONVE ﬁ)@RA\/‘éFDl@UQF\O(/th UROH LQ RYHUVLJKW
“URXS RU WKH ILODQFLDO V\VWHP |GHOLYHU\ E\'WKH *URXS RI JRRG FXVWRPHU RXWFR

(KHPDWLF ULVNYV

7TKHPDWLF ULVNVY DUH D FDWHJRU\ RI ULVNV WKDW VSDQ DFURVV WZR RU PRUH SUL
FRQQHFWHG VXFK WKDW LW FDQ EH DVVHVVHG PDQDJHG DQG UHSRUWHG

SLVN FDWHJRULHYV OLWLIJDWLRQ

&OLPDWH ULVN 7KH *URXS FRQWLQXHV WR IRFXV RQ XQGHUVWDQGL

7KH ULVN WKDW FOLPDWH UHODWHGLEPROEWY RUUANN \‘R/YJ‘!S'%QR/HR/W'&% HFRVK FOLPDWH ULV
D ORZ FDUERQ HFRQRP\ ZLOO OHDG W YW - GUW DQG WKH &OLPDWH VHFW
RSHUDWLRQDO GLVUXSWLRQ UHJXO0OPWRX MQW@%%Q{FWL]RQ VEDQQLQJ LV SHUIRU
UHSXWDWLRQDO GDPDJH IRU WKH *URKSRUWLQJ WR WKH *URXS %RDUG 5LVN &RRPLWWH
PROLWRULQJ RI HPHUJLQJ ULVNV
2SHUDWLRQDO UHVLOLHQFH 7R UHGXFH WKH OLNHOLKRRG DQG LPSDFW RI VHYH!

7KH ULVN RI WKH *URXS H[SHULHQFLRPLRMPUIRW RHBBSUHKHQVLYH RSHUDWLRQDO UHVI
GLVUXSWLRQV GXH WR VKRUWFRPLQBTURY ¥ WKWy EQ @ WY sRILBF HOOHQFH %XVLQHV

WR UHVSRQGLQJ WR UHFRYHULQJ IDRYL QoD REFLET RYRPDQRDIHPHQW  &KDQJH DQ
GLVUXSWLYH HYHQWYV BHUYLFH 2YHUVLJKW (DFK FHQWUH IRFXVHV RQ HQlI

WR SUHYHQW DGDSW UHVSRQG UHFRYHU DQG OHLEL
7KLY DFWLYLW\ LV VXSSRUWHG E\ D PXOWLOD\HUHG
WHVWLQJ DQG D VXLWH RI PDQDJHPHQW LQIRUPDWL
UHVLOLHQFH SLOODUYV 7HFKQRORJ\ 'DWD &\EHU 61
DQG 7KLUG 3DUWLHV

ORUH GHWDLO RQ WKH SULQFLSDO DQG WBRHRDWLF ULVNV LV SUHVHQWHG IURP

&ERQWUROOLQJ DQG PDQDJLQJ ULVN

7KH *URXS PDQDJHV ULVN WKHKRWHYW RHKK5®)RXKEFY DSSURDFK WR PDQDJLQJ DQG F
ULVN DSSHWLWH JRYHUQDQFH DQG FRQWURO DQG ULVN PDQDJHPHQW LQ OLJKW R
E\ WKH %RDUG WR HQVXUH LW RSHUDWHYV HIITHFWLYHO\ 7KH *URXS ZLOO FRQWLQXF
LGHQWLILHY DQG PDQDJHV ULVN ZLWKLQ LWV ULVN DSSHWLWH

"XULQJ HQKDQFHPHQWY KDYH EHHQ LOQOFRUSRUDWHG WR SURYLGH D FRQVLVWHC
6RFLHW\ DQG %DQN (50)V 7KLV KDV UHVXOWHG LQ WKH FRQVLVWHQW DSSOLFDWLR
UHSRUWLQJ ULVN SROLFLHV ULVN DSSHWLWH DQG WKH WKUHH OLQHV RI GHIHQFH
ZLOO VHH D VXVWDLQHDGREWURRDHWEKHGIEO@J RI WKH *URXS:-V (50)

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



5LVN ODQDJHPHG@W.&HSRUW

&RQWUROOLQJ DQG FRD@QIL®J ULVN
7KUHH OLQHV RI GHIHQFH

7KH *URXS RSHUDWHYV D fWKUHH OLQHV RI GHIHQFH:- PRGHO UHFRJQLVHG DV DQ LGC
DFFRXQWDELOLWLHYVY RI WKH WKUHH OLQBWHRI RXWHBRHFORZLWKLQ WKH *URXS

el 6 HFRQG OLQH R

7TKLUG OLQH RI

7KH EXVLQHNV /KH ULVN WHMDH ,(QWHUQDO OKGLW

2ZQV DQG PDQDJ w SBURYLGHYV DGYLFH R J SURYLGHY LQGHSEQGHQW
*URXS V ULVN RYHUVLIKW FKDO@GHQ DVVXUDQFH RQ ER WKH Il
b D ¢ DVVXUDQFH RI ILU DQG VHFRQG OL( ULVN
f5HVSRQVLEOH IRU P
ZLWK l?HOHYDQW Ul x PDQDJHPHQW PDQDJHPHQW HIIHAMWLYHQHYV

OHJLVODWLRQ *UREXS ¥F5HVSRQVLEOH IRU MHW f3URYLGHV DVVXUD H ILUV\

SROLFLHYV PDLQWDLQLQJ DQG LV PDQDJLQJ ULVNIRITHFWL Y
WKH (50) DOG WKDW VHFRQGMOLQH LV

+,.GHQWLILHV PDQDEHYV SURYLGLQJ HITHFWIYH DGYL

PLWLJDWHYV ULVNV $2YHUVHHV DOO DVSHF RYHUVLIKW Doc D XUDOET

, PDQDJHPHQW

$F'HILQHV DQG +t&RPSOHWHV LQGHIMQGHQW

RSHUDWHV-FROWURBOVI $f2YHUVHHV DGKHUH@FH WHVWLQJ poe DvVIUDOFRH F

16HWV DQG PDQDJIHYMUL UHJXODWLRQ DQG mgHJ DGHTXDF\ DQG HIIHEWLYHQF

DSSHWLWH $t3URYLGHY DVVXUD H Rl JRYHUQDQFH FHEWUROV

OLQH FRPSOLDQFH R PDQDJHPHQW SRO LHV
$3URGXFHV PDQDJHEHQ DQG ULVN SROLFL SURFHVVHV DQG FHEPSOLDQF
LQIRUPDWLRQ DQGMEHS

SLVN FRPPLWWHH VWUXFWXUH

*URXS %RDUG

%DQN %RDUG

*URXS %RDUG 5LVN %DQN %RDUG 5LVN

&KLHI ([HFXWLYH

*URXS $/&R
*URXS ([HFEXWL %DQN ([HFXWLYH 5
*URXS ([HFX &RPPLWWHH 2YHUVLJKW &RPPL
&KDQJH &RPP

*URXS ORGH *URXS 5HWDLO

() 9
5LVN &RPPLYV &RPPLWWHH #DQN S XVLEQHY

&RPPHUFLDO &U
5LVN

*URXS 1RQ )LQDQFLDO 51 &RPPLWWHH
&RPPLWWHH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



S5LVN ODQDJHPH@@RW.SH SRUW

S5LVINDQDJHPHQW
7KH *URXS:-V ULVN PDQDJHPHQW REMHFWILKHV[BEXWALRH 5LVN &RPPLWWHH (5& W K

anawn uouny we i vwoownsce SEESHREEMIRARBRLT STENS S0

REMHFWLYHV

¥ $VVHVV ULVN H[SRVXUHV E\ LPSDFW D&M&L%MMLW%%WLQJ DQG SODQQLQJ

f 5HVSRQG WR ULVNV E\ HYDOXDWLQJ WRWM B VORNWIRH IRU ERWK LQWHUQDO D
*URXS-V ULVN DSSHWLWH IRUPXODWLGY BGWRE HREIPVWDQRG WKH SRWHQWLDO L
PDQDJHPHQW UHVSRQVHV DQG PRQLWRUYL W%@QBMHQQ/DQG RSWLRQV WR PDQDJH
DJDLQVW DJUHHG PDQDJHPHQW DFWLRY%FE BH‘V DQG FRQWLQJHQF\ SODQQLQJ

5LVNV DUH LGHQWLILHG DVVHVVHG PDQ"BM L\WLWMGLV D NH\ SDUW RI WKH *
HVFDODWHG DQG UHSRUWHG LQ DFFRUG (%fﬁ'-zq_ WX yHV
UHTXLUHPHQWV RI WKH (50) 0DQDJHPHQW RUPBWERES KDV VXIILFLHQW FDSLWD

FDSWXUHV ULVN PHWULF SHUIRUPDQFH dJJ'ﬂ)\L XYNFOY VY QA RBWR PyUDQJIH RI VHYH
WULJJHUV DQG OLPLWV DV DSSURsULDWHN FBIGPMHBRYWULIJHU RU OLPLW

LV EUHDFKHG D SURFHVV H[LVWV WR HQYRWYH &Wn-Y/LBVIE® MPMHBWUHVY WHVWLQJ F
UHSRUWHG DQG PDQDJHG HITHFWLYHO\ W&PBXEK MKWKH ,OWHUQDO &DSLWDO $G H1
DSSURSULDWH FKDQQHOV 3URFHVV ,&$%3 DQG ,QWHUQDO /LTXLGLW
5LVN VWUDWHJ\ $VVHVVPHQW 3URFHVV ,/$$3 LV VHW RXW

IROORZ FRYHULQDGOSTWIDEAL WAWDN G 1 XQGL(
7KH %YRDUG VHWV WKH *URXS:V ULVN VWUDWHJ\ D%G ULVN

PDQDJHPHQW DSSURDFK 7KH VWUDWHJ\ LR ¥IXE@V @FWok oG/ ki@ WURO

D UREXVW ULVN FXOWXUH VHWWLQJ WKH @#RDIEc¥ KbV N> DSSHRMWINVE BERSPLWWHHV

HQVXULQJ WKDW WKH fWKUHH OLQHV RI Skihhl @R & RENT S8R & H WRWRDQU G GHOHJIDYV

HITHFWLYHO\ %5& RYHUVLJKW Rl WKH *URXS V ULVN PDQ
DUUDQJHPHQWYV DV D ZKROH 7KH &KLHI 5L

SLVN FXOWXUH KDV DQ LQGHSHQGHQW UHSRUWLQJ OLQH ¢

5LVN FXOWXUH LV UHIOHFWHG LQ WKH E MKDH kordxuU LU@DGISISMlRFDQENVRWHSRUWLQJ W

WKH %RDUG DQG DOO HPSOR\HHV WR UL 7

DQG ULVN PDODJHPHQW $ VWURQ]J U|_VN\é i §/ FB%E%GIJLVTISHSEEJI—IIIGHQ
*URXS WR DEKLHYH LWV VWUDWHJ\ ZLWK WLQJ OLOH WR WKH
OHYHOV &RPPLWWHH %$&

7KH *URXS-V ULVN FXOWXUH LV EXLOW RQWHRIBQQRELBBUALKY RO WKH %58 DQG ¢
HOHPHQWYV *RYHUQDQFH 5HSRUW

¥ 7TRQH IURP WKH WRS
I $FFRXQWDELOLW\
¥ &RQGXFW DQG PHPEHU FXVWRPHU RXWFRPHV

f 5LVN DFWLRQV DQG GHFLVLRQVY DUH DOLJQHG ZLWK IDLU
WUHDWPHQW RI PHPEHUV DQG FXVWRPHUV DQG
UHIJXODWRU\ H[SHFWDWLRQV

$ *RYHUQDQFH DQG

$ 2XU JRYHUQDQFH SURFMHVNVWN HQFRXUD
WUDQVSDUHQF\ RSHQ GLVFXVVLRQ DQG GHEDWH DQG
UREXVW H[HFXWLRQ RI ULVN PDQDJHPHQW PLWLJDWLRQ

$ ,QFHQWLYHV

f ,Q SDUWLFXODU WKH 6RFLHW\ GRHV QRW SD\ DQ\ VDOHV
LOQFHQWLYHVY WR HPSOR\HHV

%RDUG ULVN DSSHWLWH

7KH %RDUG DUWLFXODWHYV WKH ULVNV LW LV ZLOOLQJ WR WDNH LQ
GHOLYHULQJ WKH 6WUDWHJLF 30DQ WKURXJK LWV ULVN DSSHWLWH
VWDWHPHQWY ZKLFK FUHDWH D IUDPHZRUN IRU GHFLVLRQ

PDNLQJ 7KHVH DSSHWLWH VWDWHPHQWY DUH UHYLHZHG RQ DQ
DQQXDO EDVLV WR HQVXUH WKH\ UHPDLQ DSSURSULDWH

7KH %YRDUG:V VWUDWHJI\ WRZDUGYV ULVN DQG ULVN DSSHWLWH LV WR
DFKLHYH RSHUDWLRQDO FRQGXFW DQG SUXGHQWLDO UHVLOLHQFH
WKDW SURWHFWV WKH ORQJ WHUP LOQWHUHVWY RI RXU PHPEHUVKLS
DQG WKH *URXS DQG DOVR UHIOHFWYVY RXU PDUNHW UROH LQ
VXSSRUWLQJ HFRQRPLF JURZWK DQG ILQDQFLDO VWDELOLW\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



S5LVN &DWHJRULHYV

&UHGLW ULVN

&UHGLW ULVN LV WKH ULVN RI ORVV WR WKH *URXS UHVXOWLQJ IURP PHPEHUV FX\
WKHLU FRQWUDFWXDO SD\PHQWYV LQ 1’b@QVIHYGSRU PRDQJ MWA\PIHU RPUW G HWUHW\DNLO DQG FI
DFWLYLWLHYHDRWBHMNMKQDIHG XQGHU WKH IROORZLQJ VXE FDWHJRULHYV

¥ 5SHWDLO VHFXUHG FUHGLW ULVN

¥ 5SHWDLO XQVHFXUHG FUHGLW ULVN DQG

¥ %XVLQHVY DQG FRPPHUFLDO FUHGLW ULVN

7KH UHWDLO VHFXUHG SRUWIROLR UHSUHVHQWYV Rl WKH *URXS V OHQGLQJ
&UHGLW ULVN RQ WUHDVXU\ LQVWUXPHQWY LV QRW FRQVLGHUHG D PDWHULDO GUL

OD[LPXP H[SRVXUH WR FUHGLW ULVN

7KH *URXS:-V H[SRVXUH WR FUHGLW ULVN PRVWO\ UHODWHYVY WR ORDQV DQG DGYDQF
ULVN LQFUHDVHGOWRRQ LQ .. ELOGBUIRP@QUGEH WR LWV DFTXLVLWLRQ RI 7KH &R RS

7KH PD[LPXP H[SRVXUH WR FUHGLW ULVN IRU RQ EDODQFH VKHHW DQG RIl EDODQF}
RQ EDODQFH VKHHW YDOXHV RI ORDQV DQG DGYDQFHV SUHVH®WBIGLER®W RI H[SHFW
PLOOLRQ 7KH PD[LPXP H[SRVXUH WR FUHGLW ULVN IRU RIl EDODQFH VKHHW ILQDQ
QRPLQDO DPRXQWYV

2Q EDOI 21l EDODQFHOD[LPXP 2Q EDODQFHI EDODQFH
VKHHW FLC VKHHW FUHGLW VKWMW FDUU\LQWNKHHWI[LPXP FUHGLW
YDO H[SRVXUHViI H[SRVXUH YDOXH H[SRVXUHWLVN H[SRVXUH

$XGLWHG L F soo [P soc |nd ...P ...P ...P
&DVK DQG EDODQFHV ZLWK WKH %DQN RI (QJODQG 3
/RDQV DQG DGYDQFHY WR FUHGLW LQVWLWXWLRQV 3
"HEW VHFXULWLHV 3 3
/RDQV DQG DGYDQFHV WR FXVWRPHUYV
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3 3

7RWDO

211 EDODQFH VKHHWSH]/BERMRWHVXQGUDZQ ORDQ IDFLOLWLHYV LQFOXGLQJ PRUWJDJH SLSHOLQH FUHGLW FDUGV SHUVRQDO

,GHQWLI\LQJ LPSDLUHG ORDQV $XGLWHG

8QGHU ,)56 WKH *URXS FDOFXODWHV LPSDLUPHQW SURYLVLRQV RQ ORDQV DQG D
(&/ EDVLV DQG QRW RQ DQ LQFXUUHG ORVV EDVLV (&/ SURYLVLRQV DUH EDVHG R
GHIDXOW DQG H[SRVXUH DW GHIDXOW LQ D UDQJH RI IRUZDUG ORRNLQJ VFHQDULR\

,)56 UHTXLUHV WKH *URXS WR FDWHJRULVH FXVWRPHU ORDQV LQWR RQH RI WKUH
fSHUIRUPLQJ: DUH VKRZQ LQ VWDJH DVVHWV ZKHUH WKHUH KDV EHHQ D VLJQLILF
UHFRJQLWLRQ RU fGHWHULRUDWLQJ- DVVHWY DUH LQ VWDJH DQG DFFRXQWV ZKL
,)56 UHTXLUHV D PRQWK (&/ SURYLVLRQ RQ DOO VWDJH DVVHWV DQG D OLIHWL
YXUWKHU GLVFORVXUHV RQ WKH FULWHULD DSSOLHG WR GHWHUPLQH ZKHWKHU ORI
LQ QRWH WR WKH DFFRXQWYV

)XUWKHU GLVFORVXUH RQ WKH (& SURYLVLRQV DQG WKH DFFRXQWLQJ MXGJHPHQW
WKH DEFFRXQWV

&UHGLW ULVN RXWORRN

/IRRNLQJ EH\RQG WKH DFFRXQWLQJ UHFRJQLWLRQ RI GD\ RQH (&/ IRU DFTXLUHG ORI
RI WKH OHQGLQJ SRUWIROLR KDV IDFLOLWDWHG D ODUJHO\ VWDEOH LPSDLUPHQW ¢
WKRXJK ZLWK FRVWV FROQWLQXLQJ WR EH HOHYDWHG DQG JHRSROLWLFDO GHYHOR
HFRQRP\ WKDW FRXOG IHHG LQWR FXVWRPHU OHYHO LPSDFWV 7KH *URXS WKHUHIR
RQ LWV OHQGLQJ FXVWRPHUYV DQG ZLOO FRQWLQXH WR PDQDJH SROLF\ DQG SURYL!
*URXS KDV PDLQWDLQHG LWV RQJRLQJ IRFXV RQ ORZ ULVN OHQGLQJ ZLWKLQ D SUX
DFURVV WKH 8.

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

&GUHGLWROWMINHG

| UV VXFK DV /79 DQG LQRRPH UDQJL!
5HWDLO FUHGLW ULVN \EQ&EQKJUSQ éUV\D_EDRMA-|LQFRPH LV FORVHO\
&QUHGLW ULVN LQ WKH *URXS-V PRUWJDJHPEIQI!?\W l@,’?} F%&/ FQ/BLEBY/V%MV';ES DJgVL%FUG*
LQ WKH HYHQW WKDW D ERUURZHU LV XQB g 5 B \HDU Q oH %L
PRUWJDJH DQG DV D UHVXOW WKH SURS g Uﬁ‘ v Q Q
PRUWJDJH LV VHFXUHG KDV WR EH UHSR \ Q YA

SULFH ZKLFK LV LQVXIILFLHQW WR FRYHU7 WK HURXE VIWDD GHYE RERWVIEOH OHQGHU DC

EDODQFH DIIRUGDELOLW\ FKHFENV EHIRUH DGYDQFLQ
RZQHU RFFXSLHU PRUWJDJHV HQVXULQJ C
SRUWIROLR DQDO\VLV VXIILFLHQW QHW LQFRPH ERWK DW WKH W

7KH *URXS V VHFXUHG SRUWIROLR KDV L@FRUHDYHG I XWIQLHLKDIXWO\LQWHUHVW UDW
GXULQJ WKH \HDU DV D FRQVHTXHQFH RI| S\DKHVDRIT WIKMIWW)RQ RX\ WR OHW ORDQV W
WKH %DQN DQG DFFRIXWWH 1BRXS V RYHUPOQLPXP LQWHUHVW FRYHUDJH UDWLRV W
OHQGLRH *URXS FRQWLQXHV WR IRFXV RRWRA W MWN.QKVIKWKH WD[ VWDWXV RI WKH
TXDOLW\ RZQHU RFFXSLHU DQG EX\ WR OHRWMRRIULWJICRIHEX\1W®& OHW ORDQV DUH DVYV
WUDGLWLRQDO PRUWJDJH OHQGLQJ RXW\WIQGFHR RHK BN @ HRLRDUMHWGHE P WKW W XEMHFW SUR

UHODWHV WR UHVLGXDO OHJDF\ SURGXFWY PQ P v
QHJOLJLEOH DPRXQW RI WRWDO JURVV ové'é vLj;Rg(g'V‘:)WFW&'38 DYHUDJH LQWHUHVW

RI WKH \HDU XVLQJ D VWUHVVHG  LQ
%X\ WR OHW OHQGLQJ FRQWLQXHV WR EH SURYLGHG PDWNQOQ RIQFD®WBL@ERWH LWV
LQWHUHVW RQO\ EDVLVY UHIOHFWLQJ WK K@GHUIOFLUQWHQYBVWPHQW
QDWXUH RI EX\ WR OHW SURSHUWLHV ZWF%E % %G
UHSD\ WKH FDSLWDO DPRXQW ,QWHUHV '§ o >H_| GVEWR S RUWIR O ER SO
. E X\ o 3 W DQG WDNHV D SUXG
RI WKH RZQHU RFFXSLHUHFRIPWHRIOLR DW
ZLWK DO DYHUDIH ORDO WR YDO?MVFHVVLQJ SRUWIROLR /79 DQG LQFRPH FI
KHUH DUH DOVR OLPLWY RQ WKH QXPEHU
SRUWIROLR ERWK LQ WRWDO DQG WKRVH :
ORUH LQIRUPDWLRQ RQ WKHUSMDLRUPDQFBHQGVRK® (DFK ORDQ LQ D SRUWIROLR LV
VHFXUHG SRUWIROLR LV LQFOXGHG LQ WKW DRGDRORGH FBVFMWLRQG QR DOORZDQFH

DIIRUGDELOLW\ DVVHVVPHQW IRU RWKHU L
*HRJUDSKLFDO FRQFHQWUDWLRQ ERUURZHU ©

7KH PRUWJDJH SRUWIROLR FRQWLQXHV W7I?< H §O Y&'é'kvl-l'éLBI%LPLWHG FRPSDQ
DQG UHIOHFWYVY WKH QDWLRQDO FRYHUDJE 6II-_I :
GLVWULEXWLRQ FKDQQHOV S W GXULQJ ZLWK OHQGLQJ
ZLWK SHUVRQDO QDPH EX\ WR OHW OHQGL
7KH JHRJUDSKLFDO VSOLW RI PRUWJDJHWRGENE@DQWHQJWMWINQREID.UGPLORURQJIRI

LPSDLUPHQW SURYLVLRQV LV VKRZQ EHORHQBQQIKPYVUHPHQ FHRE SOHWHG RQ WKH C
EURDGO\ VWDEOH SURSRVLWLRQ ZLWK DQ LQFRPH FRYHUDJ|

UDWH RI

7KH /79 GLVWULEXWLRQ RI WKH PRUWJDJH
5HILRQ $XGLWHG

-'HFHPEHUKDWOLJKWO\ LERFR$DYVHEG ZLWK

/RQGRQ DV D UHVXOW RI LQFUHDVHG OHQGLQJ
ERXWK (DVW (QJODQG LQFOXGLQJ WR ILUVW WLPH EX\HUV DV ZHH
&HQWUDO (QJODQG KLJKHU /79 SRUWIROLR IROORZLQJ WKH DF
1IRUWKHUQ (QJODQG RYHUDOO DYHUDJH /79 EDODQFH ZHLJKWF
(DVW RI (QJODQG WKH \HEH IROORZLQJ WDEOHV FDOFXODWH
6RXWK :HVW (QJODQG ZHLJKWHG DYHUDJH ORDQ EDODQFHV XQO
6FRWODQG

:DOHV DQG lRUWKHUQ ,UHODQG 7RWDO PRUWJIDJH ERRN SURILOH E\

QXPEHU RI DFFRXQWV $XGLWHG

7TRWDO

,QGH[HG ORDQ WR YDOXH

/IRDQ WR YDOXH DQG LQFRPH PXOWL®RHV
7KH ORZ ORDQ WR YDOXH /79 SURILOH RJ w¥B PRUWIDIH E

DV VKRZQ LQ WKH IROORZLQJ WDEOHV LV DWHIOHFWLRQRI
*URXS-V ORZ ULVN DSSURDFK WR OHQGLQJ M™R{ *URXS XSGD

WKH HVWLPDWHG YDOXH Rl WKH SURSHUWLHV VHFXULQJ WK

PRUWJDJH SRUWIROLR RQ D TXDUWHUO\ EDAMMLNOXVLQJ UHJLR

KRXVH SULFH LQGLFHV DQG DOO WDEOHV ZYNUHLA MORENHEHGRDO WR YDOXH R
SUHSDUHG XVLQJ WKHVH YDOXDWLRQV VWRFN VLPSOH DYHUDJH

7KH *URXS RSHUDWHYV D PD[LPXP LQFRPH 6&@?@&%@%&%@(5 %FE?SWV‘A%YDOXH RI
RZQHU RFFXSLHU PRUWJDJHV WKDW WD N RZESN XY

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFdukoldid HV

&UHGLWRQWMINHG

7KH DYHUDJH LQGWEKHGS/ROUWIIROLR KDV LQPUWHDVMHKUY GR H[SHULHQFH ILQDQFLDO G|
WR 7KLV LV ERWK WKH UHVXORDB8H RUQIDORIFVVHG GLUHFW GHELW SUH D
FKDQJH EHFDXVH RI WKH LQRUGIID/HE&G KLIKRHOORALQJ PLVVHG SD\PHQWY DUUHDUV

WKH DFTXLVLWLRQ RI WKH %DQN 7KH KHWRWEHMHUBORAFIHHWXSSRUW DV GHWDLOHG EH
SRUWIROLR KDV D DYHWRFPSDAWBHKBI WR UHODWHG WR WKH FLUFXPVWDQFHV RI WK|
IRU WKH KHULWDJH %DQN SRUWIROLR DOVR FRQWLQXHV WR VXSSRUW WKH ORUW

7KH DYHUDJH /79 RI JURVV QHY ‘(DIHR)mQJ WLDWLYH UVVWDEUOLVK:UGVLS[SHU\|/_V|_F|2Q5Flli5
EHORZ ZKLFK KDV LQFUHDVHG GXULQJ W ﬁ\))JOVV%%

DQ LQFUHDVHG IRFXV RQ KLJKHU /79 OHQ H ZLWK
PDUNHW FKDQJHYV UUHDU SH IRUPDQFH

'XULQJ ZKLOVW LQ DEVROXWH WHUPV
*URVV OHQGLQJ E\ EDODQFH QHZ WHUP DUUHDUV SRVLWLRQ KDPLQRURGQHG

EXVLQHYVV SURILOH PLOORRQFFRXQWY EHLQJ JUHDWH!
2ZQHU RFFXSLHU SXUFKDVH PRQWKYV LQ DUUHDUV SURSRUWLRQDO DU!

2ZQHU RFFXSLHU UHPRUWJDJHV DW RI WKH WRWDO PRUWJDJH S
2ZQHU RFFXSLHU IXUWKHU DGYDQFHV 7KH DEVROXWH LQFUHDVH LV ERWK WKH U
%X\ WR OHW SXUFKDVH PLOG GHWHULRUDWLRQ LQ DUUHDUV SRVL
%X\ WR OHW UHPRUWJDJHV .. PLOOLRQ DQG LQFUHDVH DV D UHVXOW
%X\ WR OHW IXUWKHU DGYDQFH %DQN RPLOOLRQ 7KH RYHUDOO FUHGLW T
7RWD O KRZHYHU GRHV UHPDLQ KLJK DQG DUUHDU
$YHUDJH ORDQ WR YDOXH VLPSOH IDYRXUDEO\ WR WKH 8. )LQDQFH DYHUDJH
DYHUDJH Rl WKHVH DFFRXQWYV KDYH DQ /79 EHORZ
$YHUDJH ORDQ WR YDOXH EDODQFH FRQWLQXHV WR KDYH D YHU\ ORZ QXPEHU
ZHLIJKWHG SRVVHVVLRQ ZKLAKHPEBUWWRRG DW
SURSHUWLHYVY 7KLV LQFUHDVH LV WKH UHV
&QUHGLW ULVN PDQDJHPHQW LQFUHDVHG OHYHOV RI UHSRVVHVVLRQ RQ

ERRN DQG DV D UHVXOW RI DFTXLULQJ WK
7KH 5HWDLO &UHGLW &RPPLWWHH 5&& DQG XOWLPDWHO\ WKH
%RDUG RYHUVHH WKH *URXS:-V FUHGLW ULVN PDQDJHPH
VXSSRUWHG E\ D VSHFLDOLVW UHWDLO FUHGLW ULVN GH *URVWUUHBUYURVMUUHDUV

EDODQEHODQEEODQEHODQFH
UHSRUWLQJ WR WKH &KLHI 5LVN 2IILFHU SXGLWHG e _ s s

7KH %RDUG VHWV SUXGHQW FUHGLW ULV NUGDWIHW\WEDW KVKUHH PRQWKV
FRQWH[W RI WKH *URXS-V RYHUDOO ULVN*DISSWMILWKDR QL[ PRQWKV )UH
UHIOHFWHG LQ WKH *URXS-V OHQGLQJ FULMMDOWHD WRSQFRQH \HDU

FRQWUROV 7KH OLPLWV DUH DOVR WHVWHGs k@ RVVHNAU s
SODXVLEOH VWUHVV VFHQDULR WR HQVXtHWKH—RXStvorW

H[SRVHG WR ULVN RXWVLGH RI LWV DSSHWUWRL (FE HYHHRREBRYUHDUV UHPDLQ
XQIROGV DQG OHQGLQJ LV WUDFNHG DJDOyRYY WK ¥H )@ bBIY¥EY DYHUDJIH DV VKRZG

$00 PRUWJDJH DSSOLFDWLRQV DUH DVVHVVHG DJDLQVW

*URXS:-V OHQGLQJ SROLF\ FULWHULD WR HQVXUH FRQVLV—I—F&L—W—
GHFLVLRQ PDNLQJ DQG OHQGLQJ ZLWKLQ WKH *URXS-V F *URXSLQD FH*URXS)LQDQFH
ULVN DSSHWLWH 7KLV DVVHVVPHQW XV H VsdeWWitY Vild 8x & Rq oy Ub

WR HQVXUH DIIRUGDELOLW\ HYHQ LI LQWHUFYWH YRMWHY WKUHH PRQWKY

7KH OHQGLQJ FULWHULD KDV UHPDLQHG BYRHMFHT WRES R L PROQWKY

LQ *UHDWHU WKDQ RQH \HDU

7KH *URXS DOVR HQVXUHV WKDW WKHUH LY R RIMHUWRQSF

DQ\ JHRJUDSKLFDO UHJLRQ RU FRXQWHUSDUW\ DQG WKDW LWV

PRUWJDJH SRUWIROLR DV D ZKROH FDQ ZLWKYWD'EEWDPY P'Q JH FRREHU ‘HEHPEHU
PDFURHFRQRPLF DQG VSHFLILF VWUHVYVY VFHQDULRYV

7KH *URXS V DSSURDFK WR SD\PHQW GLIILFXOWLHV

7KH *URXS FRQWLQXHV WR VXSSRUW FXVWRPHUV KDYLQJ

GLIILFXOW\ PDNLQJ WKHLU PRUWJDJH SD\PHQWYV WKLV LQFOXGHV
FORVHO\ PRQLWRULQJ WKH LPSDFWV RI WKH DIIRUGDELOLW\
SUHVVXUHVY WKDW ERWK WKH FRVW RI OLYLQJ LQIODWLRQDU\
FKDOOHQJHY EULQJY DQG D KLIJIKHU LOQOWHUHVW UDWH HQYLURQPHQW
KDYH JLYHQ ULVH WR LQ UHFHQW \HDUV 7KH *URXS WDNHYV

DFWLRQ WR SURDFWLYHO\ FRQWDFW PRUWJDJH FXVWRPHUV ZKR
KDYH RU ZLOO EH FRPLQJ WR WKH HQG RI WKHLU LQLWLDO IL[HG
UDWH PRUWJDJH SURGXFW SHULRG DQG ZKR PD\ H[SHULHQFH
LQFUHDVHYVY LQ WKHLU PRUWJDJH UDWHV ,Q WKH HYHQW WKDW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



S5LVN &DW kFdukoldid HV

&UHGLWRQWMINHG

([ WHQW DQG XVH RI IRUEHDUDQFH 7KH *URXS DSSOLHV WKH 3UXGHQWLDO 5H.

7KH *URXS H[HUFLVHV IRUEHDUDQFH LI L % é%f %}g R'$'R\k,JEH5tJV3\QF|:UZV}\<,kZK

LQWHUHVWY RI WKH ERUURZHU )RUEHDU X@V ORR/ Ym'a LJ%—P\@M‘)EJ}‘DUDQFH PHDYV X

*URXS PD\ RIIHU DUH JUDQWHG LQ WKH ODVW PRQWKV UHJDU

t &RQFHVVERHUYH WKH *URXS DJUHHV WRQFRIGHIW RI IRUEHDUDQFH KDV QRZ EHHC
HLWKHU WKH QRUPDO PRQWKO\ SD\PHORDROMWKUGREDFN RQ WKHLU RULJLQDO WH
FRQWULEXWLRQ WRZDUGV SD\LQJ RIl W VRLCE Wk H WDEOH EHORZ WKH
DUUHDUV UHGXFHG SD\PHQWV RU LQ DUDQFH KDV LOFUHDVHG
FLUFXPVWDQFHV QR UHSD\PHQWV IRUJP L %WW%BR%\DQN KDV

+ ORUWJDJH WHUP WRVHRGXREBWKH DPRKOWVRULFDOO\ DSSOLHG D PRUH SUXGHQV
WKH PRQWKO\ SD\PHQW DV SDUW RI DIRBRHBUDOFHPDQG WKH *URXS LV ZRUNLQ:
VROXWLRQ LWV GHILQLWLRQV

t $ FKDQJH RI LKREKFIHVXOWYV LQ PRU
VXVWDLQDEOH PRQWGEDHN S\DUPKGIW V I-!BOO DFFRXQWYV VXEMHFW WR DFWLYH IRUE

RFFDVLRQV DUUHDUYV PD\ EH FDSLWD ﬁ(%?_{ IEQ glﬁl%b%ggljldt:FDR\{]VQT\\//\;T/GDDOVLPHL,
PD\ DJUHH WR FKDQJH UHSD\PHQW PR Q; é/ﬁ UPHQW SURYLVLRQ
LQWHUHVW RQO\ WHUPV IRU D WHPSR U II-'I SV%

PHDQV RI H[HUFLVLQJ IRUEHDUDQFH 7KH WDEOH EHORZ GHWDLOV DOO FDVHV Z

"KHUH D ORDQ LV XS WR GDWH WKH *URXI® BB PHYDPRADPHORMFWHY JUDQWHG GXULQ
WHUP SD\PHQW KROLGD\ DV D zD\ Rl DOOREEGHY MRULRZH G WRLWLRQ RI IRUEHDUD
UHVROYH ILQDQFLDO GLIILFXOWLHV LQ Z4QFRXEFIWH WO L VDWIDRPHQMLEE XQGHU )56
DV D IRUEHDUDQFH PHDVXUH UDWKHU WKREHPHRRHZRHBMXWKY KDYH EHHQ OLIWH!
ERUURZHU LV XVLQJ D SURGXFW IHDWXUH )RUEHDUDQFH

SD\PHQW KROLGD\V DUH IRU D PD[LPXP RI VL[ PRQWKV DQG

DUH RQO\ JLYHQ ZKHUH WKH ERUURZHU FDQ DIIRUG WKH SRVW

KROLGD\ PRQWKO\ UHSD\PHQWVY 7KH WDEOH EHORZ SURYLGHYV

GHWDLOV Rl ORDQV ZKLFK KDYH KDG IRUEHDUDQFH PHDVXUHYV

JUDQWHG

&DUU\LQJ &DUU\LQJ
1R RI YDOXH 1R RI YDOXH
DFFRXQWV ...P DFFRXQWYV ...P
JRUEHDUDQFH $FFRXQWVYV SDVW GXH
&RQFHVVLRQV
3D\PHQW KROLGD\V
3URGXFW WUDQVIHUV 3 3
7HPSRUDU\ WUDQVIHU WR LQWHUHVW RQO\
7HUP H[WHQVLRQV 3 3
2WKHU 3 3

JRUEHDUDQFH ,QGLFDWRUV $FFRXQWVY QRW SDVW GXH
&RQFHVVLRQV
3D\PHQW KROLGD\V

3URGXFW WUDQVIHUV 3 3
7HPSRUDU\ WUDQVIHU WR LQWHUHVW RQO\

7HUP H[WHQVLRQV 3 3
2WKHU 3 3

7RWDO JRUEHDUDQFH
21 ZKLFK VWDJH
21 ZKLFK VWDJH
(& RQ IRUERUQH DFFRXQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFdloldit HV

&GUHGLWRUOWMIMNHG
SHWDLO FUHGLW ULVN  RORAbERK I dRGoRzHU WKURXIK D SHUL

7KH VPDOO UHWDLO XQVHFXUHG SRUWIR L; ”F\F% I\_g F I—%X (IDD\IIZVLK(;'L\[/)VTFFRDXQQEVHL\;(
FDUGVY DQG RYHUGUDIWY DQG EHFDPH SDI ;j’%llrJ \P Vi H KH SULPDU\ DLP
UHWDLO SRUWIROLR RQ DFTXLVLWLRQ RI /@ H€¥§ LP LV WR PD
‘H’% LT OR Wk R
L

WKHUH LV QR FRPSDUDWLYH GDWD SUHVI—% H

UHWDLO XQVHFXUHG ERRN FU\VWDOOLVH WH HYHQW WKDW D

ERUURZHU LV XQDEOH WR UHSD\ WKHLU MUE®BPRWHEDRIGI RUERINDHID@QWEBIWSWLRQV LQF!
EDOD@KHFK LV WKHQ HLWKHU VROG DW DFER¥MWRRQDEN DUDUDYIHPHQWY DUH DYCLC
GLVWUHVVHG GHEW SXUFKDVHU RU ZULWWHQQUOQFLDO GLIILFXOW\ 7KHVH DUH KD

7KH XQVHFXUHG UHWDLOVSR URMI R/&HR UH%%RQPWUV GLUHFWO\ RU WKURXJK D WKL
“URXSV RYHUDOO OHQGLQJ RVHQ WR UHSUHVHQW WKHP $FFR

IRUERUQH UHPDLQ VR XQWLO WKH SHULRG
3RUWIROLR DQDO\VLYV KDV SDVVHG DQG WKH DFFRXQW KDV GHPR

7KH IROORZLQJ WDEOH VKRZV XQVHFXUH@m&%@@%%gﬁngvy?tf;gSSWV\(HUPV R{
FXVWRPHU EDODQFHY DQG H[SRVXUHV L L 0% 8

FRPPLWPHQWYV E\ SURGXFW W\SH DQG DWVKRIFWDWBE BEPORZDMTHOAVHY XQVHEXUHG
IRU ORVVHV 7KH JURVV FXVWRPHU H[SRMWRU E HHBMJMAHH QWSHWKIHE WKH DVVRFLDWHC
*URXS V PD[LPXP H[SRVXUH WR FUHGLW W RWVREY WKHNHDDWVHWV

7RWDO GUDZQ EDODQFHV KDYH VHHQ D PLOILPDO UHGXFWIRO RYHU

WKH \HDU DORQXIYGGBIZWHKH[SRV XU

&DUU\LQJ
1R RI YDOXH
DFFRXQWV ..P

*URVV $OORZDQFH
FXVWRPHBQGUDZQ IRU JRUEHDUDQFH $FFRXQWYV SDVW GXH
EDODQRH®$RVXUHVORVVHARYHUDJH $UUDQJHPHQWYV B

XGLWHG oo L a0 [ oo [
$ +DUGVKLSV 3
&UHGLW FDUGV

7THPSRUDU\ UHGXFLQJ RYHUGUDIW 3

2YHUGUDIWYV

[RWPO JRUEHDUDQFH $FFRXQWV QRW SDVW GXH
&UHGLW ULVN PDQDJHPHQW $UUDQJHPHQWYV :
+DUGVKLSV e

&XVWRPHUV DSSOLFDWLRQV IRU FUHGLV 7HpPSRUDU\ UHGXFLQJ RYHUGUDIW
FRPELQDWLRQ RI FUHGLW VFRULQJ DQG Zrwpo JRUEHDUDOQFH

FDUG DQG RYHUGUDIWV DUH DOVR VXEMI5 v FK VWDIH i
PDQDJHPHQW WR GHWHUPLQH DQ\ LQFUH—_ — o v h
FUHGLW OLPLW WKDW VKRXOG DSSO\ DV -

(& RQ IRUERUQH DFFRXQWV

OLPLW DXWKRULVDWLRQV

7KH SRUWIROLR ULVN LV UHDVVHVVHG PRQWKO\ XVLQJ EHKDYLRXUDO
VFRUHFDUGY WR GHWHUPLQH WKH DPRXQW RI FDSLWDO UHTXLUHG
WR EH KHOG IRU LQGLYLGXDO H[SRVXUHV

7KH *URXS V DSSURDFK WR SD\PHQW GLIILFXOWLHV

7KH *URXS SURYLGHV VXSSRUW WR WKRVH FXVWRPHUV KDYLQJ
GLIILFXOW\ PDNLQJ WKHLU FUHGLW FDUG SD\PHQWY RU PDQDJLQJ
WKHLU RYHUGUDIW IDFLOLW\ WKLV LQFOXGHY FORVHO\ PRQLWRULQJ
WKH LPSDFWV RI WKH DITRUGDELOLW\ SUHVVXUHV WKDW ERWK WKH
FRVW RI OLYLQJ LQIODWLRQDU\ FKDOOHQJHV EULQJY DQG D KLJKHU
LOQOWHUHVW UDWH HQYLURQPHQW KDYH JLYHQ ULVH WR LQ UHFHQW
\HDUV 7KH *URXS WDNHV DFWLRQ WR SURDFWLYHO\ FRQWDFW
FUHGLW FDUG DQG RYHUGUDIW FXVWRPHUV ZKR DUH LGHQWLILHG DV
DW D JUHDWHU ULVN RI IDFLQJ IXWXUH ILQDQFLDO GLIILFXOWLHV
7TKURXJK GHOLYHU\ RI RXU SUH DUUHDUV FRQWDFW VWUDWHJ\ WKH
IXOO UDQJH RI IRUEHDUDQFH VXSSRUW DV GHWDLOHG EHORZ LV
DYDLODEOH EDVHG RQ WKH FLUFXPVWDQFHVY RI WKH ERUURZHU

JRUEHDUDQFH

JRUEHDUDQFH RFFXUV ZKHQ IRU UHDVRQV UHODWLQJ WR DFWXDO
RU DSSDUHQW ILQDQFLDO GLIILFXOW\ RI WKH ERUURZHU D
WHPSRUDU\ RU SHUPDQHQW FRQFHVVLRQ LV JUDQWHG $
FRQFHVVLRQ PD\ LQYROYH UHVWUXFWXULQJ Rl WKH SD\PHQW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFkdloldid HV

&GUHGLWROWMIMNHG
RFFXUUHG $ IRUPDO HIWHUQDO UHYDOXD

WXVLOHWRPBIKGUFLDO UHTXLUHG DV D PLQLPXP QR OHVRUNKDQ

7KH EXVLQHVVY DQG FRPPHUFLDO SRUWIRBE&%E%%@E%QQS&?@@ ILDJS[EP;)I(DVW\?ﬂFI;TJ%\VUl:

TOeH W CXVLQHYY HAUAIL Y RRVVROR Lo aC sko OROSL Q) HISAUIU
H HH LWL g ZKHQ D PDWHULDO FKDQ.
é’ \ R I

DFTXLVLWLRQ RI WKH %DQN $V D UHVXO

FRPSDUDWLYH GDWBZSOHRBQYWHGY SULPD HEW WKH YDOXH DQG RU
IRFXVHG RQ KRXVLQJ DVVRFLDWLRQV FR FLDO UHDO HVWDWH

&5( DQG FDUH DQG UHQHZDEOHV VHFWRURWH WKDEBW KEHHO RRIDQDO\WHYVY WKH PDUNHYV
OHQGLQJ VHFWRU LV WR 3ULYDWH )LODQEYHROQHWWDWROKMDIYHUDO DQG HIIHFWLYH F
FRXQWHUSDUWLHYV KRZHYHU WKLV LV D BAERRMB QP RUW UKDV Q(AKHAK FDSSHG DW
LV H[SHFWHG WR UHGXFH RYHU WLPH DJDLQVW DVVHWYV DFURVV DOO VHFWRUV

7TKH EXVLQHVVY DQG FRPPHUFLDO SRIUWIR*OL{_%X&H%%\(R/HK&\M\PRQ SUR SHUWDLLFRIO O D W H
WKH *URXS V RYHUDOO OHQGLQJ

SRUWIROLR DQDO\VLV 7RWDO IRVV

EDODQFBYRSHURWMHUQPHX@XDM®MRZDQFH
7KH IROORZLQJ WDEOH VKRZV WKH *URXS&¥OBXWHEDO W\SH FROODWBXDWDQWHH ...P

FRPPHUFLDO OHIEGAWMMNUB\VHFWRU 6WDJH
6WDJH 3
6WDJH 32&,

8QGUDZQ
%DODQHBRVXUKH& &RYHUDJH 7RWDO VI
.. P ..P P 8QVHFXUHG g 3
6SOLW E\ LQGXVWU\ 7TRWDO
3).
+RXVLQJ DVVRFLDWLRQ 3 LWKLQ WKH EXVLQHVYVY DQG FRPPHUFLDO ¢

<RPPHUFLDO U EIN DOORZDQFH ZLOO EH UHFRJQLVHG RQ FHU
OHYHO RI FROODWHUDO DYDLODEOH LV VX

2WKHU RU ORZ /79 ORDQV VXFK WKDW WKH ULVN
/RWDO FROODWHUDO LQ WKH GRZQVLGH VFHQDUL

&UHGLW ULVN PDQDJHPHQW JLYHQ GHIDXOW RIQLO

O e VY v e e

RXWOLQH WKH UHTXLUHPHQWY WKDW PX'7KH *URXS SURYLGHV VXSSRUW WR FXVWR
PDMRULW\ RI ERUURZHUV ([FHSWLRQV WILQDQFLDO GLIILFXOW\ 7KH LGHQWLILFDW
YLD D NH\ ULVN LQGLFDWRU 7KH *URXS IGLIILFXOW\ LV VHHQ WKURXJK WKH XVH RI
SROLF\ ZLWK UHJDUGV WR UHSRUWLQJ VLQGLFDWRUV RU WKURXJK RQJRLQJ FXVWHF
FRQFHQWUDWLRQV WKLV LV LGHQWLILHG LQ WKH UHODWLRQYV

7TKHUH DUH D QXPEHU RI WULJJHUV ZKLF}\FRL V|-|LQG||_-|'l|:l|v%I LI?_%EHDUDQFH LV DSSURSULD

UHVXOW LQ WKH FXVWRPHU EHLQJ FODVVHEUEWHIDWFROEUHVW DQG

WKHUHIRUH FODVVHG DV KLJKHU ULVN RI Cg Oﬁ) |

VXEMHFW WR FORVHU PRQLWRULQJ 7KHV)I§ V. ;@%IWVI\ZIEQFIiYJVJEgHV\l/JP

DUH QRW OLPLWHG WR SD\PHQWV SDVW | EJ D DW V H VHW/PHHRCEM U

SUHVVXUHV WKH QHHG IRU WHPSRUDU\ |% UH VXEMHEW WR VRPF
D H

LQVROYHQF\ FRYHQDQW EUHDFKHV RU Iﬂw
ILQDQFLDO GLVWUHVYV

&ROODWHUDO $XGLWHG

9DULRXV IRUPV Rl FROODWHUDO DUH XVHG WR PLWLJDWH WKH
*URXS V H[SRVXUH WR FUHGLW ULVN DULVLQJ LQ EXVLQHVV DQG
FRPPHUFLDO OHQGLQJ 7KHVH FDQ YDU\ GHSHQGLQJ RQ WKH
OHQGLQJ W\SH DQG LQFOXGH SURSHUW\ FROODWHUDO GHEHQWXUHYV
(QJODQG DQG :DOHV IORDWLQJ FKDUJHV 6FRWODQG FDVK

FRYHU DQG SHUVRQDO JXDUDQWHHV *RYHUQPHQW JXDUDQWHHYV
DSSO\ WR ORDQV SUHYLRXVO\ PDGH XQGHU WKH &RURQDYLUXYV
%XVLQHVV ,QWHUUXSWLRQD@0 Q6 KRKIQFRH &% ,/6

%DFEN /RDQ 6FKHPH D&G/6 UHVSHFWLYHO\

BURSHUW\ YDOXDWLRQV DUH REWDLQHG ZKHQ WKH IDFLOLW\ LV ILUVW
DSSURYHG 7KHUHDIWHU WKH *URXS V OHQGLQJ SURFHGXUHYV
UHTXLUH FRM®MODDMWNWIR EHQMYUDIOOG \

DQQXDOO\ WR DVVHVV ZKHWKHU D PDWHULDO FKDQJH KDV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

&UHGLWRQWMMNHG
'LWKLQ WKH ULVN IUDPHZRUN GHWDLOHG

7UHDV XU\ FUHGLW ULVN GHOHJDWHG WR WKH $VVHW DQG /LDELOLYV

7TUHDWUHGLW ULVN LV WKH ULVN WKDW V\;kMVKUFﬁYX%UE/\}'MIIE%%PV\Y\hKH SLVN IXQFWLR

UHFRYHU WKH SULQFLSDO RU LQWHUHVW (&R XWRHY D UK ROHMMHAHG FRQWLQXRXVO)\
GHEWRU RU WKDW WKH YDOXH RI D ZKROMHVEOLH) DYWHW RWKH DSSURYHG OLPLWV
LQVWUXPHQW UHGXFHV PDWHULDOO\ GXHVW R ON\VKDWQ JHRXIQVWHESDUWLHY DUH FORVHC
FUHGLWZRUWKLQHVV RI WKH FRXQWHUSDGUMWDLOHG LQWHUQDO FUHGLW DVVHVVPH

R FRXQWHUSDUWLHV ZLWK OLPLWYV |
0DQDIHPHQW RI WUHDVXU\ FUHG LIRS DUt peynuve FKDQJHV LQI

7KH *URXS KDV D ORZ DSSHWLWH IRU WUMKX BV RGHEZRUVWMKNRHYYE RI FRXQWHUSDL
UHVWULFWV H[SRVXUHV WR JRRG TXDOLWAFBX¥QWHMSE YW e \)Z LVS@ A UMHSU R | |

ORZ ULVN RI IDLOXUH

7UHDVXU\ LQYHVWPHQWYVY LQ ILQDQFLDO IZ Vv Yﬁ/% 'iJ R RPSQUVL\SBCI;:DDVGK\(BSSH%/E
SUHGRPLQDQWO\ ZLWK KLJKO\ UDWHG 8. vV BADV ZKHE PDMRULW\ R
FUHGLW ULVN IUDPHZRUN LV UHYLHZHG D 5'}57%@5 b, DO EDON UHVHUS
DQG WKH %RDUG DQG UHIOHFWV LQWHU Q L [ B Q

FUHGLW UDWLQJV DQG DQ\ RWKHU UHOH YYID@QVNRIDWWIRUMRXEHW MW UMDV XU\ H[SRVXUH\
PD[LPXP SHUPLWWHG H[SRVXUH VHW IRU HDGBFTHVHKROGRALWK WKH FHQWUDO FOH
LQYHVWPHQWY LQ DGGLWLRQ WR FRXQWUWUQIHFKWPHQW JUDGH DV VHW RXW EHORZ

([SRVXUH YDOXH E\ ORRG\ V UDWLQJ

$DD $D $ $ %DD %DD 8QUDWHG 7RWDO
$XGLWHG ..P ...P ..P ...P ..P
&HQWUDO EDQNV DQG VRYHUHLJQV 3 3 3
OXOWLODWHUDO GHYHORSPHQW EDQNV VXSUDQDWLRQDO ERQG\3 3
JLQDQFLDO LQVWLWXWLRQV
ORUWJIDJH EDFNHG VHFXULWLHV 3
7RWDO
2] WKH EDODQFH ZLWK FHQWUDO EDQNV DQG VRYHUHLJQV .. PLOOLRQ ZDV KHOG E\ WKH 6RFLHW\
2] WKH EDODQFH ZLWK ILQDQFLDO LQVWLWXWLRQV .. PLOOLRQ DW $DD $D DQG ... PLOOLRQ $ $ ZDV KHOG E\ WKH 6RI|
([SRVXUH YDOXH E\ ORRG\ V UDWLQJ
$DD $D $ 3 %DD %DD 8QUDWHG 7RWDO
$XGLWHG ..P ..P ..P ...P ...P
&HQWUDO EDQNV DQG VRYHUHLJIQV 3 3 3
OXOWLODWHUDO GHYHORSPHQW EDQNV VXSUDQDWLRQDO ERQG\? 3
JLQDQFLDO LQVWLWXWLRQV 3
ORUWJIDJH EDFNHG VHFXULWLHV 3 3 3 3 3
7RWDO 3

7KH PDMRULW\ RI WUHDVXU\ DVVHWY FRQWLQXH WR EH KHOG ZLWKLQ WKH 8. 7KH |
LV VKRZQ EHORZ

7UHDVXU\ DVVHWYV 21 ZKLFK GHEW VHFXULWLHV
ORUWJDJH ODUNHW
JLQDQ EDFNH®WDO OLTXLG YDOXH
6RYHUHBX@GUDQDWLRQYWOY VHFXULWLHWVHWMRN YDPKHHPHQWDLU YDOXH
$XGLWHG ... P o P o F ... P .o P o P .. P ... P
8QLWHG .LQJGRP 3
6XSUDQDWLRQDOV 3 3 3
(XURSH 3 3
5HVW RI WKH :RUOG 3 3 3

7RWDO

6XSUDQDWLRQDOV UHODWH WR DPRXQWYV KHOG %DWK YDULRXV OXOWLODWHUDO 'HYHORSPHQW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

&UHGLWRQWMINHG

7UHDVXU\ DVVHWYV 21 ZKLFK GHEW VHFXULWLHV
ORUWJDJH ODUNHW
)LQDQ EDFNH®WDO OLTXLG YDOXH
6RYHUHGXQUDQDWLRQWODOW VHFXULWLHDWVHWARRN YDOKHHPHQWLU YDOXH
$XGLWHG ...P ...P Lk ...P ...P ...P ...P ...P
8QLWHG .LQJGRP 3 3
6XSUDQDWLRQDOV 3 3 3 3
(XURSH 3 3 3 3 3 3
5HVW RI WKH :RUOG 3 3 3 3 3 3
7RWDO B

6XSUDQDWLRQDOV UHODWH WR DPRXQWYV KHOG ZLWK WKH (XURSHDQ ,QYHVWPHQW %DQN JXDUDQWHHG E\ D QXPEHU RI (XL

7KH *URXS HQWHUV LQWR GHULYDWLYH WO &vbPWIRQWARG WLVN

PDQDJHPHQW SXUSRVHV ,W XQGHUWDNHY_V H F

UHSR WUDQVDFWLRQV WR PDQDJH OLTX 8 RI i \;(SSXQEV\'/*:% gﬂf

WHUP IXQGLQJ ZKHUH KLJKO\ UDWHG DV W 19 UHLGLXP TMWN DOG

VROG ZLWK DQ DJUHHPHQW WR UHSXUFK LL\)ﬁ? ORZ FUHGLW UL

RI GHIDXOW E\ WKH GHULYDWLYH FRXQW \55

WKDW FDVK UHFHLYHG LQ D UHSR WUDQV 3 " ﬁ,

7KH *URXS PDQDJHV WKLV ULVN E\ XQGH R %%@ﬁ?w H,%D';'é ED%%D\(/?;EKV|KLZ|E)V<\3/FC;

DVVHVVPHQWYV RI DOO FRXQWHUSDUWLHV BRG,, \\Vll-i| 9(5L[L\€3LFDQWO\ VLOFH LOLWLI

FROODWHUDOLVDWLRQ RI UHSR WUDQVD g QE E{/

DEFRUGDQFH ZLWK WKH *OREDO 0DVWHU ‘& 3% ¢

$JUHHPHQWYV WR PLWLIJDWH QHW H[SRVXWHJBULY K} IBRPIGLW ULVN RXWORRN

FKDQJHV LQ PDUNHW YDOXH 6LPLODUO\ o) ﬁ%l Y (r:gHv Y

&UHGLW 6XSSRUW $QQH[HV &6$V LQ SO R B%Pgﬁv%}\/@%\/%ﬁm ORZ ULVN DSSL
H *URXS DQG LWV PHPEHUV DQG FX\

7KH *URXS KDV HQWHUHG LQWR ,QWHUQDWLMNQDOLVZDSVRRQGNY WUHDVXU\ SRUWIRC

IRU DOO RI LW VRGHWLY DAMDYQHYZDSYV XQGHUWDNHQ E\

WKH *URXS V VHFXULWLVDWLRQKIKXQELQJ SURJUDPPHV

D GHIDXOW RU RWKHU SUHGHWHUPLQHG HYHQW

7KH *URXS LV VXEMHFW WR PDQGDWRU\ FHQWUDO FOHDULQJ RI

FOHDULQJ FRXQWHUSDUW\ WR UHGXFH V\VWHPLF DQG RSHUDWLQJ

ULVN 8QGHU WKLV FROODWHUDO LV H[FKDQJHG RQ D GDLO\ EDVLV

FXUUHQWO\ FOHDUHG E\ DQ\ Rl WKH FHQWUDO FOHDULQJ KRXVHYV

HJ FURVV FXUUWEFNVMZEBWXEMHFW WR GDLO\

ULVN

7KH *URXS-V FRYHUHG ERQEF8QRPUBPPHV

DJUHHPHQWY (DFK DJUHHPHQW LQFOXGHV D &6$ ZKLFK

SURYLGHV IRU FROODWHUDOLVDWLRQ RI WKH VZDS H[SRVXUH

IROORZLQJ D GHIDXOW RU RWKHU SUHGHWHUPLQHG HYHQW DQG

WKHUHIRUH H[SRVXUHV DUH SUHVHQWHG JURVV RQ WKH %DODQFH

$V DW 'HFHPEHUG6RAMWEKWPLOOLRQ

GHULYRWWYFAUHGLW H[SRY>)QJHV

7UHDVXU\ FUHGLW ULVN PLWLJDW$BRQO\VIWURMDV XU\ DVVHWYV E\ ,)56
DW D ODW&RX@IWHAKW SDUW\ FUHGLW ULVN X UL UV HWY LW K
HWY, ZKLFK WKH *U

PDUNHW YDOXH RI WKH DVVHW vt

FROODWHUDO WR PLWLJDWH DQ\ H[SRVX Ly HPSWLED KDV QRW ERHG
o) QU};“DFb Di'VL%H\)v

WKH QHW PDUN WR PDUNHW FUHGLW H[S FLSDWHG WR SURYL

'"HULYDWLYHV $VVRFLDWLRQ ,6'$ PDVWHU QHWWLQJ DJUHHPHQWYV

DOORZ WKH *URXS WR VHWWOH H[SRVXUHV TQHW. LQ WKH HYHQW RI

GHULYDWLYHV WKURXJK D WKLUG SDUW\ UHJXODWHG FHQWUDO

7KH *URXS PD\ VWLOO HQWHU LQWR VZDSV WKDW DUH QRW

H[FKDQJH Rl FROODWHUDO WR EHWWHU PDQDJH FRXQWHUSDUW\

ODVWHU ,VVXHU SOF HQWHU LQWR VZDSV XQGHU VHSDUDWH ,6'$

7KH GHULYDWLYH H[SRVXUHV FDQ RQO\ EH VHWWOHG QHW

6KHHW

ORUH LQIRUPDWLRQ LV LOFOXGHG LQ QRWH WR WKH DFFRXQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFdlkoldit HV

ODUNHW ULVN
6KRFN DSSOLHG P P

ODUNHW ULVN LV WKH ULVN RI D UHGXFWLRSDER ROYBQLRIYWOREDORW RI DVVHWY DQG Ol
YDOXH UHVXOWLQJ IURP DGYHUVH PRYHPHRW\D ISQURQOHF ERO®QJIH LQ \LHOG FXUYH
PDUNHWUNBMWN RQO\ DULVHV LQ WKH EDQNLQIZDERRRERRYWYV VKLIW (9

WKH *URXS GRHV QRW KROG D WUDGLQJ ERRNEgpvyLv SRLQWV VKLIW (9

,QWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRNEPWYIPOXRHPWY N KIIW (9
RSWLRQ DQG EDVLV ULVN 7KH *URXS LV DOV RE VXEWMHFFQWYRVEUIW (9
VSUHDG ULVN LQ WKH EDQNLQJ ERRN DQGPIRIFW 8Q BNWUIQFH\UHYWN.QFRPH IRU WKH \H

FKDQJH LQ \LHOG FXUYH
7KH PDLQ VRXUFH RI PDUNHW ULVN WR Z v % VKLIW
H[SRVHG WR LV UH SULFH ULVN

EDVLV SRLQWV VKLIW
ODQDJHPHQW RI PDUNHW ULVN

7KH %RDUG KDV RYHUDOO UHVSRQVLELO%\E %;3 W ELI;/QKR@é%/KSQHG[SHRDVUX(;LHQg
DSSHWLWH WR PDUNHW ULVNV LQFOXGL % | YHO\ VPDOO F

WKH EDQNLQJ ERRN ,55%% 7KH &KLHI )
7TUHDVXUHU DUH UHVSRQVLEOH IRU PDQDL

L
D f LV SRVLWLRQHG VR

0
WKH ODUNHW 5LVN &RPPLWWHH $/&2 %5 A KRXOG LQWHUHVW U

WKH %RDUG LOQWHUHVW LQFRPH UHGXFHV IURP IDOOLQ
ODUNHW ULVN LV PDQDJHG E\ VSHFLI\LQJVHQYWLWROIHVDRIFWKHD BA@ERQRPLF YDOXH WI
RSHUDWLQJ ZLWKLQ WKHVH OLPLWV XVLQDWH YIKRIFWMVYHW GUXFK®E\ SUH KHGJHG |
LQWHUHVW UDWH VZDSV RU PDWFKLQJ RBIRWVWINRQN DDVQYEH WK SIDQRDWH DVVXPSWLRQ)
OLDELOLWLHY 7KH *URXS PDLQWDLQV DGHPSOMM EBEDWQIEYU HDFK VKRFEN

FDSDFLW\ WKURXJK DGPLQLVWHUHG UDW Y \Y4 V

UHVHUYHV QRQ LQWHUHVW EHDULQJ DQ%Y{/F&D§I§ELWL\§\¥W&VR%MWN

UDWH LQVHQVLWLYH OLDELOLWLHYV LQ IL[HKG ¥ D RXSDWV HB\R WHRG WHIE X\AHH ULV N WKD

v
JJ PHYW LQFRPH PHDV
FXUUHQW DQG HPHUJLQJ PDUNHW ULVNV 2 }QYS\N \RXQW RI UH SULFH |
FERBYEY"

LQFRPH YRODWLOLW\ LQWHUHVW UDWH FKDQJHV UHVXOW LQ D I
FXVWRPHU WR H[HUFLVH DQ RSWLRQ RQ D
SH SULFH ULVN DQG KHGJLQJ KDV WR EH DGMXVWHG DW D

7KH *URXS LV H[SRVHG WR WKH ULVN WKEWNKDWRYHPW DBWHASWLRQV PDGH DUH
FKDQJH DQG LWV DVVHWV DQG OLDELOLWL%)SWE‘ EFH %2\ % tﬁ”
GDWHV UHVXOWLQJ LQ D QHJDWLYH LPSDBF vav}li UK @Gﬁk \& WiHo ubwh PR
LQWHUHVW LQFRPH RU WKH YDOXH RI WKH ED®B QFIHZY WHKIGW D ZBIOVRI IL[HG UDWH VD
ULVN LV PDQDJHG E\ OLPLWLQJ WKH LPSDFWYV | W
LOWHUHVW UDWH VKRENV FFWYWH BHEREYSYV LR RI IL[HG UDWH PR
7KH LPSDFW RQ WKH HFRQRPLF YDOXH ngiH\EEf\ﬁg ULVN LV TXDQWLILHG DQG DV
{ofipefete
8 SR

OLDELOLWLHY XQGHU SDUDOOHO DQG QI?E/ gt’é’%lﬁbﬁng@%H(;HRUQEKHLKVD%F'
VKRFN VFHQDULRV LV PRQLWRUHG DFUR
Q Q F l QWHUHVW UDWHV ZKLFK DU

7KH *URXS PRQLWRUV LWV H[SRVXUH DJDRPOWWIWMKHGSBHUBESURISG&LDWH UHGHPSWLR
VKRFNV RI WKH %DVHO &RPPLWWHH RQ %BKNLIHIV6XSHUYLVLRQ

%&%6 RXWOLHU WHVWVY PRQWKO\ DQG WEE%?DUG VHWV OLPPDLgVDVJIh%UWKURXJK G\O

WKH PD[LPXP FKDQJH LQ WKH HFRQRPLF Y % -L\YQ':@WPvavH R1OLNHON VDOHY DOG

EHQHDWK WKH UHJXODWRU\ OLPLW FRQYHUVLRQ PRGHO DQG DSSO\LQJ VWUH\
,Q DGGLWLRQ WR WKH HFRQRPLF YDOXH PHPNX KH\GIJWEH DEBXFWPHQWY DUH PDGH
RI YDULRXV LQWHUHVW UDWH VFHQDULR\RGQ® R BV U R B R KW . G ARR H G

LH DQ HDUQLQJ PHDVXUH LV PRQLWRUHG

7KH *URXS XVHV VWUXFWXUDO KHGJHV WR PDQDJH QHW LQWHUHVW
VHQVLWLYLW\ DULVLQJ IURP LWV UHVHUYHY QRQ LQWHUHVW EHDULQJ
DQG VRPH RI LWV LQWHUHVW UDWH LQVHQVLWLYH EDODQFHV 7KH
VWUXFWXUDO KHGJHV KDYH D QXPEHU RI %RDUG DSSURYHG
SDUDPHWHUV WKDW OLPLW WKH VL]H GXUDWLRQ DQG
FROQOFHQWUDWLRQ RI PDWXULWLHYV ZLWKLQ HDFK KHGJH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFdukoldid HV

ILTXLGLW\ DQG IXQGLQJ |
ODUNHWAHWY &dIXHG JLTXLGLW\ ULVN LV WKH ULVN WKDW WKH *

IXQGVY WR PHHW LWV REOLJDWLRQV DV WK
0,

#DVLV ULVN ULVN UHIOHFWY DQ LQDELOLW\ WR DFFHV\
7KH *URXS LV H[SRVHG WR WKH ULVN WKBWR VRWIHUHAVDWUBDMWHVVLYH FRVW

FKDQJH DQG IORDWLQJ UDWH OLDELOLWLHY UH SULFH E\ GLIIHUH

W

DPRXQWYV WKDQ WR LWV DVVHWV VXFK WI%’EPVV/VEV\VHL\ONdH%BWIPPIQCP\JQG RQ D *URXS ED

LPSDFWHG %DVLV ULVN LV PDQDJIHG E\ R{NW WL DY ARWWYLH Y g2L WK GDV WR G DA

OLDELOLWLHV E\ WKHLU UHIHUHQFH UDWQ?WB%/% {uU JV\WED LHI J)LQDQFLDO 211
H

HDUQLQJV VHQVLWLYLW\ WR PDUNHW UDW Y Wu%o RWkGHG E\ Wff” /LTXL
%DQN RI (QJODQG %DVH 5DWH UHPDLQ z &REIFE YW Ry /&% n%5& DQG WKH %RDUG

SULPDU\ VKRUW WHUP LQWHUHVW UDWH F 53@1LWH%WVRW||<X|QGLQJ ULVN

*URXS LV H[SRVHG WR LV 6WHUOLQJ 2YHU(%L KW GH[ $YHUDJH
621,% 7KH *URXS HQVXUHV WKDW LW LV QRW UHC

VRXUFH RU IXQGLQJ SURYLGHU WR PDQDJt
&UHGLW VSUHDG ULVN PDLQWDLQV D VWURQJ DQG GLYHUVLILHG

&UHGLW VSUHDG ULVN LQ WKH EDQNLQJ PRANMY WK & &JLW'E')URU\A@?OHVDOH IXQGL
IURP FKDQJHV LQ WKH PDUNHW YDOXH RMEE%'QEFV}{B&’BUVMW?%XW H DQG WKH EXI
WR IOXFWXDWLRQV LQ WKNRQG BB &KWWS

*URXS KROGV VHFXULWLHV IRU WKH KLJIK)RODRIW b O WKH BIEW X EXIWILRQ RT1 WKH %D ¢
ZKLFK DUH KHOG DW IDLU YDOXH WKUR X JKRROWH k5 HFVR RS HEKUHFR WKMH EX ON R1 WKH IX
LQFRPH )92&LV ULVN LV PDQDJHG WKURXBERPVOURAMVRI D PL[ RI YDULDEOH UDWH SU
ZKLFK FDSV WKH FKDQJH LQ WKH PDUNHWE XPOXHYR I BRI OMHEF FRXQWY IL[HG UDV
DQG IORDWLQJ UDWH DVVHWYV XQGHU D VKRENS WR FWHNG G SASWHPGYURP D EURDG F
JRUHLJQ FXUUHQF\ ULVN IB\(/Q(\;SO/OUDH(;\? E\/\(JKDUQRGXVJKRXW WKH 8. DQG WKU
7KH *URXS UDLVHV QRQ VWHUOLQJ IXQGLQJ WR H

VXUH
ZKROHVDOH IXQGV DUH REWDLQHG FRVW%WF'I—PFWL%%Q)Q DFURWRWE WKH 6RFLHW\ DQG
ZLGH SRRO RI SRWHQWLDO SURYLGHUV +VW§'F1I\?/‘7-RPNNRL\(’QP?’§Q2Q/@I\7HUP )XQGLQJ 6FKHE
WKH *URXS WR WKH ULVN RI D FKDQJH LQPWRHWIHHIXRORQRBRWIQHV IRU 60(V 7)60(
FXUUHQF\ GHQRPLQDWHG OLDELOLWLHYV '&‘@F@\F\Q#f@t‘!%FPQ%D%LVYHUV'—'-\ H[SRVXUH!
DUH HQWHUHG LQWR LQ RUGHU WR 1X00\BHPSHRQKY® IXQGV KDYH QRZ El

H
HIFKDQJH ULVN %RWK SUH DQG SRVW KH&FPE G SRV YE YD uH ELOOLRQ OLQNH:
PDODJHG ZLWKLQ OLPLWY %WRXQFH %DQN /RDQ 6FKHPH %%/6 OHQGL

$GGLWLRQDOO\ FXUUHQF\ ULVN LV LOQFXUUHG E\ IDFL J

FXVWRPHU KHGJLQJ DQG LQFLGHQWDO F)@VWQ&HQ»\NWDVg\/H#WL WN LV LQ SODFH
7RPDQDJH WKLV ULVN DQ RYHUDOO PD[LMX¥ W\/'ﬁhﬁgﬁ HH ALt VN $SSHWLWH OHWULI
VWHUOLQJ SRVLWLRQ OLPLW LV VHW RI R¥Q® FRK WXB%WU#EVVWKDW HQVXUH
LV VXSSRUWHG E\ DSSO\LQJ VXE oLPLWV RER FXLGYHEFNEEY WY GLQJI H[FHVVLYH
WR UHIOHFW W KHXUWWKHIX LGLRUIPDWLRQ LAKREHYPOHGIXQGLQRI DQG PDWXULWN FRQF

LQ QRWH ~ WR WKH DFFRXQWYV ODQDJHPHQW RI OLTXLGLW\ ULVN

ODUNHW ULVN RXWORRN 7KH *URXS HQVXUHV LW KROGV VXIILFLHQ\
7KH %DQN Rl (QJODQG UHGXFHG %DVH 5DRVHOEV OLWRWADWRRUHPDLQ D JRLQJ FRQFHL
EDVLV SRLQWYV WKURXJK 7KLV ZDV D YOD XKNWBQ HDWWIHLVED F®l WXUQ WKLV HQVX
WKDQ DQWLFLSDWHG E\ ILQDQFLDO P DUNUBIMM OBDMRKN BIHTXRUHPHQWY VHW E\ WKH
DQG ZDV VXSSRUWHG E\ WKH FHQWUDO EDWNHNMVRDSSOVMGWRDGAQDPLFDOO\ DVVHV
LQIODWLRQ ZRXOG FRQWLQXH WR IDOO ED¥MHVRPBQ@VRWN KK VNV UXQ E\ WKH *URXS
WDUJHW RYHU WKH PHGLXP WHUP )ROO RIFIRIIRWKH DQG8PDUNHW OLTXLGLW\ EDFNG
%XGJHW WKH RXWORRN IRU EDVH UDWH K v

FHUWDLQ :KLOVW JURZWK KDV SURYHG y Iﬁ?g@qlg@ ?NK';EUS\F’QVZOQ LRQUYSVO[
WKDQ H[SHFWHG ZLWK PRQWKO\ *'3 VHH ; VWKDO LWV OHOGLOS 7KL
IROORZLQJ WKH % XGHRWVWQ FOND VDIQRED D K H

RI WKH %DQN RI (QJODQG WDUJHW :DJH %g\w Q \5 L \'/:HX\ITV\éQWUDDQLFVHHVQ\IJ-lLZYIHXl
HOHYDWHG GHVSLWH HYLGHQFH RI D ULV [ I-\|] I%( IP ?Q

=

Ic

C

,_
=
o
=
=

W PDWXULW\ EHFDXVF

7KH *URXS LV VDWLVILHG WKDW WKH FRQRMUWKROV RAWKIHQHBGSDWWYOHPDUNHWY DQG R

ZLOO PHDQ WKDW PDUNHW ULVN UHPDLQVWVRQWIKGIHY BI3 SHKDOWHADXVHYV D VHYHUH RXW
DW WKDW WLPH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



S5LVN &DW kFdloldit HV

ILTXLGLW\ DQG IXQGLQJ ;Lgl-ll_,\//$|$\|3 LV UHYLHZHG E\ WKH 35% )ROOR

$ SURYLGHV ,QGLYLGXDO /LTXLGLW\ *XL
FRQWLQXHG WKH OLTXLGLW\ WKDW WKH 35 UHTXLUHYV

7KH ,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVY® PR N UVRRKROWG LQFOXGLQJ DQ\ DGG
,/$$3 LV FRPSOHWHG WR HQVXUH WKDW WKMHW DRHHS QRO ®EHTXDWHO\ FDSWXUHG E

VXIILFLHQW OLTXLGLW\ WR FRYHU WKLYV Wk YN K WV\}_N XHG WR PHHW DOO UHJ

DSSURYHG E\ WKH %RDUG DQG FRQILUPYV JHH T F R vPW URXJKRXW WKH \HDU
PL[ RI OLTXLGLW\ WKDW WKH *URXS PXVW KROG EDVHG RQ SRLQW

LQ WLPH VSRW DQG EXVLQHVV IRUHFDVWV 7KHVH VSRW DQG
IRUHFDVW OLTXLGLW\ OHYHOV DUH PRQLWRUHG E\ WKH /LTXLGLW\
ODQDJHPHQW &RPPLWWHH $/&2 DQG %5& DQG RYHUVHHQ E\

WKH %RDUG :KLOVW WKH ,/$$3 SURFHVV LV XVXDOO\ FRPSOHWHG
RQ DQ DQQXDO EDVLV GXH WR WKH DFTXLVLWLRQ DQG DV DJUHHG
ZLWK WKH UHJXODWRU WKH ILUVW *URXS ,/$$3 ZLOO EH
VXEPLWWHG LQ ODUFK EDVHG RQ D 6HSWHPEHU

SRVLWLRQ

7KH *URXS 5HFRYHU\ 30DQ RXWOLQHV D PHQX RI DFWLRQV WKDW
FDQ EH HIHFXWHG WR PLWLJDWH DJDLQVW WKH LPSDFW RI ERWK
FDSLWDO DQG OLTXLGLW\ VWUHVVHV

7KH *URXS 6RFLHW\ DQG %DQN DOO KHOG D VLJQLILFDQW EXIIHU
DERYH UHJXODWRU\ OLTXLGLW\ UHTXLUHPHQWY WKURXJKRXW

ILTXLGLW\ UHVRXUFHYV

7KH *URXS:-V OLTXLGLW\ UHVRXUFHV LQFOXGHV IXQGV KHOG LQ WKH
%DQN RI (QJODQG UHVHUYH DFFRXQW RWKHU KLJKO\

PDUNHWDEOH DVVHWY DQG FRQWLQJHQW OLTXLGLW\ 7KH\ DUH
PDQDJHG EDVHG RQ WKH SUXGHQW HVWLPDWLRQ RI WKH

HISHFWHG WLPH WDNHQ WR DFTXLUH FDVK IXQGLQJ LQ D VWUHVV
VLWXDWLRQ

7KH *URXS PRQLWRUV FRPSOLDQFH DJDLQVW /LTXLGLW\
&RYHUDJH 5DWLR /&5 UHTXLUHRKRWY RQ D GDLO\ EDVLV
PRQWK UROOLQJ DYHUDJH /&5 IRU *URXS DW 'HFHPEHU
LV

7KH 1HW 6WDEOH )XQGLQJ 5DWLR 16)5 LV D PHDVXUH WKDW
FRPSDUHV WKH VWDRIXGLWDRVWHKH QG OLDELOLW\

EDVH 7KH *URXS KROGV VXIILFLHQW VWDEOH IXQGLQJ WR PHHW
WKH UHIJXODWRU\ UHTXLUHPHQW RI 16)5

$V DW'HFHPEHU WRWDO FDVK DQG +LJK 4XDOLW\
/ILTXLG $VVHWV +4/$ UHPDLQV KLJK ZLWK WKH PDMRULW\ RI
DVVHWVY KHOG DV FDVK DW WKH %DQN RI (QJODQG

/ILTXLGLW\ DGHTXDF\ DQG VWUHVV WHVWLQJ

7KH ,/$$3 HQVXUHV WKDW WKH *URXS KROGV VXIILFLHQW
OLTXLGLW\ ERWK WR PHHW PLQLPXP UHJXODWRU\ UHTXLUHPHQWYV
VXFK DV WKH /&5 DQG WR FRPSO\ ZLWK WKH ,QWHUQDO /LTXLGLW\
$GHTXDF\ $VVHVVPHQW ,/$$ 5XOHV LQFOXGLQJ WKH 2YHUDOO
/ILTXLGLW\ $GHTXDF\ 5XOH

7KH ,/$$3 H[SODLQV WKH DVVXPSWLRQV XVHG LQ OLTXLGLW\

VWUHVV WHVWV LQFOXGLQJ WKH UDWLRQDOH IRU WKHLU VHOHFWLRQ
DQG FDOLEUDWLRQ 7KHVH DVVXPSWLRQV DUH VSHFLILF WR WKH
*URXS LQFOXGLQJ GHSRVLWRU KLVWRU\ DQG IRUHFDVW EHKDYLRXU
LQ VWUHVV 7KH IXQGLQJ PRGHO PHDQV WKDW WKH PDLQ

OLTXLGLW\ ULVNV ZRXOG UHODWH WR VLJQLILFDQW XQH[SHFWHG
ZLWKGUDZDOV RI UHWDLO GHSRVLWVY WKH LPSDFW RI DQ\ FUHGLW
ULVN GRZQJUDGH DQG D ODFN RI DFFHVV WR ZKROHVDOH IXQGLQJ
PDUNHWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

ILTXLGLW\ DQG | X@Q@LQH&LVN
"KROHVDOH IXQGLQJ

'XULQJ WKH *URXS LVVXHG RQH 5HVLGHQWLDO ORUWJDJH %DFNHG 6HFXULW\ WUDG
PLOOLRQ DQG .. PLOOLRQ LQ FRYHUHG ERQGYV

2YHUDOO WKH ZKROHWDHOAH PEIGKQWMIFWHEVHGPLOOLRQ DV D UHVXOW RI WKH DFTX
RINTVHW E\ WKH UHSD\PHQW Rl 7)60( GXULQJ WKH \HDU

IRWHV WR WKH
$XGLWHG DFFRXQWYV ooa [P ... P

"HSRVLWV IURP EDQNV LQFOXGLQJ UHSR DJUHHPHQWYV
$PRXQWV GUDZQ XQGHU WKH 7HUP )XQGLQJ 6FKHPH
"HEW VHFXULWLHV LQ LVVXH

OHGLXP WHUP QRWHYV

&RYHUHG ERQGYV

SHVLGHQWLDO ORUWJDJH %DFNHG 6HFXULWLHV
7RWDO

:KROHVDOH IXQGLQJ -'HFHPEHUWHPDWQHG SULPDULO\ GHQRPLQDWHG LQ VWHUOLC

x93 (85 7RWDO
$XGLWHG P P P

"HSRVLWV IURP EDQNV LQFOXGLQJ UHSR DJUHHPHQWYV 3
$PRXQWVY GUDZQ XQGHU WKH 7HUP )XQGLQJ 6FKHPH 3
"HEW VHFXULWLHV LQ LVVXH

OHGLXP WHUP QRWHYV

&RYHUHG ERQGV

SHVLGHQWLDO ORUWJDJH %DFNHG 6HFXULWLHV 3
7RWDO DV DW 'HFHPEHU
7RWDO DV DW 'HFHPEHU

$00 RI WKH HXUR GHQRPLQDWHG FRYHUHG ERQGY KDYH EHHQ VZDSSHG EDFN LQWR

7KH H[SHFWHG PDWXULW\ DQDO\VLV IRU ZKROHVDOH IXQGLQJ LV VKRZQ EHORZ ED)
PDWXULW\

$XGLWHG aoc [P ...P
/HVV WKDQ RQH \HDU

2QH WR WZR \HDUV

7ZR WR ILYH \HDUV

ORUH WKDQ ILYH \HDUV

7RWDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFdukoldid HV

IJLTXLGLW\ DQG | X@Q@LQH&LVN

&SRQWUDFWXDO PDWXULW\ SURILOH RI ILQDQFLDO DVVHWY DQG OLDLI

7KH WDEOH EHORZ DQDO\VHV WKH FDUU\LQJ YDOXH RI ILQDQFLDO DVVHWY DQG ILQ
OLIH WR WKH PDWXULW\ GDWH ,Q SUDFWLFH WKH FRQWUDFWXDO PDWXULW\ ZLOO
GHSRVLWYV ZLOO EH UHSDLG ODWHU WKDQ WKH HDUOLHVW GDWH RQ ZKLFK UHSD\P}
DKHDG RI WKHLU FRQWUDFWXDO PDWXULW\ 2YHUDOKH WAH QHW OLTXLGLW\ JDS LQ

5HSD\DEOH8S WR ORUH WKDQ
*URXS RQ GHPDQGPRQWKYV PRQWKYV \HDUV \HDUV 7TRWDO
$W '"HFHPEHU $XGLWHG ... P ... P ... P ... P ... P ... P
$VVHWV
&DVK DQG EDODQFHV ZLWK WKH %DQN RI (QJODQG @ B 3 3
/RDQV DQG DGYDQFHY WR FUHGLW LQVWLWXWLRQV 3 3 3
"HEW VHFXULWLHYV 3

/RDQV DQG DGYDQFHV WR FXVWRPHUV

+HGJH DFFRXQWLQJ DGMXVWPHQW

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

,QYHVWPHQW LQ HTXLW\ VKDUHV g g g g
7TRWDO ILQDQFLDO DVVHWYV

/LDELOLWLHYV

6KDUHV

&XVWRPHU DFFRXQWYV S

6DOH DQG UHSXUFKDVH DJUHHPHQWYV g

$PRXQWYV GUDZQ XQGHU 7)60( S g -

'"HSRVLWV IURP EDQNV RWKHU g & <
3

6HFXUHG GHEW VHFXULWLHV LQ LVVXH 50%6 DQG FRYHUHG ERQGV
6HQLRU XQVHFXUHG GHEW IXQGLQJ

+HGJH DFFRXQWLQJ DGMXVWPHQW 3 9 3
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

6 XERUGLQDWHG OLDELOLWLHYV 5

6 XEVFULEHG FDSLWDO g g g

7RWDO ILQDQFLDO OLDELOLWLHV

I1HW OLTXLGLW\ JDS FRQWUDFWXDO

,QFOXGHG LQ '"HSRVLWYV IURP EDQNV RQ WKH %DODQFH 6KHHW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW kFdukoldid HV

IJLTXLGLW\ DQG | X@Q@LQH&LVN
&ERQWUDFWXDO PDWXULW\ SURILOH RI lTERDMQBXKD® DVVHWY DQG OLDLI

5HSD\DEOH8S WR ORUH WKDQ
*URXS RQ GHPDQGPRQWKY PRQWKV \HDUV \HDUV 7TRWDO
$W '"HFHPEHU $XGLWHG ...P ..P ...P ...P ...P ...P
$VVHWV
&DVK DQG EDODQFHV ZLWK WKH %DQN RI (QJODQG @ B 3 3
/RDQV DQG DGYDQFHY WR FUHGLW LQVWLWXWLRQV 3 3 3 3
"HEW VHFXULWLHYV 3
/RDQV DQG DGYDQFHV WR FXVWRPHUYV
+HGJH DFFRXQWLQJ DGMXVWPHQW 3
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
,QYHVWPHQW LQ HTXLW\ VKDUHV 3 3 3 3
7RWDO ILQDQFLDO DVVHWYV
/LDELOLWLHV
6KDUHV
&XVWRPHU DFFRXQWYV B 3 3
6DOH DQG UHSXUFKDVH DJUHHPHQWYV B 3
$PRXQWVYV GUDZQ XQGHU 7)60( B 3 3
"HSRVLWV IURP EDQNV RWKHU 3 3 3
6HFXUHG GHEW VHFXULWLHV LQ LVVXH 50%6 DQG FRYHUHG ERQGYV
6HQLRU XQVHFXUHG GHEW IXQGLQJ 3
+HGJH DFFRXQWLQJ DGMXVWPHQW 3 3
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3 3
6XERUGLQDWHG OLDELOLWLHYV 3 3 3 3
6XEVFULEHG FDSLWDO 3 3 3

7RWDO ILQDQFLDO OLDELOLWLHV

IHW OLTXLGLW\N JDS FRQWUDFWXDO
,QFOXGHG LQ 'HSRVLWV IURP EDQNV RQ WKH %DODQFH 6KHHW

*URVV FRQWUDFWXDO FDVK IORZV SD\DEOH XQGHU ILQDQFLDO OLDELOLWLHY DUH C
DQDO\WLY RI FROQWUDFWXDO PDWXULW\ DV LW LQFOXGHV LOQWHUHVW DFFUXHG IRU '
%DODQFH 6KHHW GDWH 3ULQFLSDO SD\PHQWYV DUH LQFOXGHG EDVHG RQ WKH HDU(
PDWXULW\ 7KH XQGDWHG 6XEVFULEHG FDSLWDO LV LQFOXGHG LQ WKH fORUH WKD(
WKLY GDWH ,Q WKH SULRU \HDU RQO\ D *URXS WDEOH LV SUHVHQWHG DV WKH 6RF

8S WR ORUH WKDQ

*URXS PRQWKV PRQWKY \HDUV \HDUV 7RWDO
$W  'HFHPEHU $XGLWHG ..P .. P .. P .. P .. P
/I[LDELOLWLHV

6KDUHV

&XVWRPHU DFFRXQWYV &
'"HSRVLWYV 9

'"HEW VHFXULWLHVY LQ LVVXH

2WKHU OLDELOLWLHY DQG DGMXVWPHQWV

6XERUGLQDWHG OLDELOLWLHV S
6XEVFULEHG FDSLWDO

7RWDO OLDELOLWLHYV

8S WR ORUH WKDQ
6RFLHW\ PRQWKY PRQWKY \HDUV \HDUV 7TRWDO
$W '"HFHPEHU $XGLWHG ooo [P ooa [P ooo [P ooa [P oo [
/LDELOLWLHYV
6KDUHV
&XVWRPHU DFFRXQWYV g S
'"HSRVLWYV e
'"HEW VHFXULWLHV LQ LVVXH
2WKHU OLDELOLWLHY DQG DGMXVWPHQWYV b
6XERUGLQDWHG OLDELOLWLHYV 3

6XEVFULEHG FDSLWDO
7RWDO OLDELOLWLHYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

I[LTXLGLW\ DQG | XRQG/LQH®LVN
&RQWUDFWXDO PDWXULW\ SURILOH RI IERQWQELHDO DVVHWY DQG OLDI

8S WR ORUH WKDQ
*URXS PRQWKY PRQWKYV \HDUV \HDUV 7TRWDO
$W '"HFHPEHU $XGLWHG .. P .. P .. P .. P .. P
/ILDELOLWLHV
6KDUHV
&XVWRPHU DFFRXQWYV
'"HSRVLWYV 3

'"HEW VHFXULWLHV LQ LVVXH

2ZWKHU OLDELOLWLHY DQG DGMXVWPHQWYV

6XERUGLQDWHG OLDELOLWLHV 3

6XEVFULEHG FDSLWDO
7RWDO OLDELOLWLHV

$VVHW HQFXPEUDQFH

7KH *URXS:-V PRUWJDJHYVY DQG WUHDVXU\ DVVHWY FDQ EH XVHG WR VXSSRUW FROOL
EDQN RSHUDWLRQV RU WKLUG SDUW\ UHSR WUDQVDFWLRQV ORUWJDJHV RU WUHDV
HQFXPEHUHG (QFXPEUDQFH SURYLGHV FKHDSHU DQG PRUH VWDEOH IXQGLQJ KRZF
DQG RWKHU VHQLRU XQVHFXUHG FUHGLWRUV PD\ EH XQDEOH WR EHQHILW IURP WK
LOQVROYHQF\ RI WKH *URXS DQG PD\ ULVN EHDULQJ ORVVHV IURP D IRUFHG VDOH R
:KLOH WKHVH ULVNV DUH YHU\ UHPRWH OLPLWV RQ HQFXPEUDQFH DUH VHW E\ WKFE
WKHVH OLPLWYV $VVHW HRFHPEHDIOFNHW RXW LQ WKH WDEOH EHORZ

(QEXPEHUHG 8QHQFXPEHUHG
30HGJHG DV $YDLODEOH DV
FROODWHUDO2WKHU FROODWHUDO2WKHU 7RWDO
...P ...P ...P ...P ...P
&DVK DQG EDODQFHV ZLWK WKH %DQN RI (QJODQG 3

/RDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV

'"HEW VHFXULWLHV

/IRDQV DQG DGYDQFHV WR FXVWRPHUYV

Ww| w| w| w| w| w

+HGJH DFFRXQWLQJ DGMXVWPHQWYV S g
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV - g
2WKHU DVVHWYV & g
7RWDO DV DW '"HFHPEHU

7RWDO DV DW '"HFHPEHU

$VVHWV WKDW KDYH EHHQ XVHG WR VXSSRUW LQWHUHVW UDWH VZDS FROODWHUDOLVDWLRQ DJUHHPHQWY WKLUG SDUW\
WUDQVDFWLRQV DQG FDQQRW EH XVHG IRU DQ\ RWKHU SXUSRVH

2WKHU HQFXPEHUHG DVVHWYV DUH DVVHWY WKDW FDQQRW EH XVHG IRU VHFXUHG IXQGLQJ GXH WR OHJDO RU RWKHU UHDVF
7KHVH DVVHWYVY DUH UHDGLO\ DYDLODEOH DV FROODWHUDO WR VHFXUH IXQGLQJ /RDQV DQG DGYDQFHV WR FXVWRPHUV LQ
DOWKRXJK WHFKQLFDOO\ HQFXPEHUHG DUH KHOG LQ UHVSHFW RI UHWDLQHG VHOI LVVXHG QRWHV LQ WKH 6RFLHW\-V FRYH
8QHQFXPEHUHG RWKHU DVVHWY DUH WKHUHIRUH FRQVHUYDWLYHO\ GHILQHG DV QRW UHDGLO\ DYDLODEOH IRU XVH DV FRO
ELOOLRQHAMPEHU .. ELOOLRQ ZKLFK ZRXOG EH HOLJLEOH IRU XVH WR VXSSRUW IXWXUH H[WHUQDO RU VHOI LVVXDQF!
SURJUDPPHV $ SURSRUWLRQ RI WKH UHPDLQLQJ EDODQFH ZRXOG DOVR EH VXLWDEOH IRU VXFK SXUSRVH VXEMHFW WR DPF

((WHUQDO FUHGLW UDWLQJV

,Q '"HFHPEHU ORRG\ V UHDIILUPHG WKH 6RFLHW\ V XQVHFXUHG ORQJ DQG VKRU
PDLQWDLQHG DV VWDEOH )LWFK XSJUDGHG WKH 6RFLHW\ V RXWORRN IURP QHJDWIL
6RFLHW\ V XQVHFXUHG VKRUW DQG ORQJ WHUP FUHGLW UDWLQJVY DV DW WKH GDW
RXW EHORZ

$XGLWHG /IRQJ WHUPB6KRUW WHUP 2XWORRRBWH RI ODVW FUHGLW RS
ORRG\-V $ 32 6WDEOH 'HFHPEHU
)LWFK $2 ) 6WDEOH 2FWREHU

/ILTXLGLW\ DQG IXQGLQJ ULVN RXWORRN

7KH *URXS UHPDLQV FRPPLWWHG WR SUXGHQW OLTXLGLW\ OHYHOV DQG IXQGLQJ O
PDUNHWYVY 7KH *URXS.KDELOBYRWRD®)60( GUDZLQJY UHPDLQLQJ DFTXLUHG ZLWK W
%DFN /RDQ 6FKHPH WR VXSSRUW VPDOO EXVLQHVVHYV DIIHFWHG E\ &RYLG )XQGL(
ZKROHVDOH PDUNHWYVY ZLWK VSHFLILF SURGXFWY DQG LQVWUXPHQWY WDUJHWHG IF
DV GLYHUVLILFDWLRQ DQG UHODWLYH VWDELOLW\ 7KH *URXS:-V ZKROHVDOH IXQGL
SDUWLFXODU WKH WKUHVKROG IRU WKH OHYHUDJH UDWLR WR ELQG PDLQWDLQLQ.
ZHOO DV WKH LPSDFW RQ WKH UDWLQJV RI VHQLRU GHEW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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&DSLWDO ULVN

,QWURGXFWLRQ 5HTXLUHPHQW 7&5 ZKLFK LV VHW E\ WKH

&DSLWDO ULVN LV WKH ULVN WKDW WKH * kﬁ:%aa Q|\-]|GW§\|_/|VD|-|F\/\7\>/(L\5/-L$
FDSLWDO UHVRXUFHV WR DEVRUE ORVVH QR3 5:3V RU '
FRQGLWLRQV IDLOV WR PHHW SUXGHQWL

HISHFWDWLRQV RU LV XQDEOH WR UHFD;LL'_'\\I/\)L Flg IRU\;\/SSELOV\\/DPS
UHVROXWLRQ ,W LV D SULQFLSDO ULVN KL WH S

ODQDJHPHQW )UDPHZRUN (50) DQG ULVN&BSQFDWDN\RHUG[[RLWNV OHQGHUV WR KROG
DUH DSSURYHG E\ WKH %RDUG FDSLWDO EXIIHUV WR EH PHW IURP &(7 F

$GGLWLRQDO FDSLWDO GLVFORVXUHV DUHﬂDWFD POEDF'EL%)WﬁléV\HIgI-‘_'uURXS \%
3LOODU 'LVFORVXUHV DW ZZZ WKHFRYBQWELWRXME&RQVHUYDWLRQ %XIIHU &&FR

ODQDIJHPHQW RI FDSLWDO t $ PDFUR SUXGHQWLDO &RXQWHUF\FOLFL

7KH SULPDU\ JRYHUQDQFH IRUXP IRU WKH PDQDJHPHQW RI

FDSLWDG\VHWKH /LDELOLWLHV &RPPLWWHH SGG&WLEZOWE 35% EXIIHU PD\ EH DSSOL!
GHOHJDWHG DXWKRULW\ IURP WKH %RD U@ 5K VRNX WERPIHWAY H¥KH VHYHUH EXW SODXV
%5& DQG VXSSRUWHG E\ WKH &DSLWDO 0DQDJHPHQW

&RPPLWWHH &0& D VXE FRPPLWWHH RI $fdb "YRES XQW WKH ,5% EDVLV IRU WKH F

OLQH ULVN RZQHU LV WKH &KLHI )LQDQFLW!"?PFJMUD%C)”ZFR k“:'-DO SRUWIROLRYV
VHFRQG OLQH RYHUVLJKW RZQHG E\ WKHV&*RLHHOSH_X/% é’Yl"LrEIJ?@'-WDO UHTXLUHPHQWYV
&52 WRPEHWJIDJH H[FROWGMVRYHUGUDIWYV L

PDMRULW\ RI WKH FRPPHUFLDO OHQGLQJ E
7KH *URXS UHJXODUO\ PRQLWRUV LWV FDSAW K@ SR\ILWDRVRPEIDMAVW 3), DQG FRPF
%RDUG DSSURYHG ULVN DSSHWLWH OLPLWHKUW HERYRM \ 7K@ HEE R X R WEIEQRILUQD UR
ZDUQLQJ LQGLFDWRUV 5 (:,V DQG SUHVH[.S..EE\H)QJHHJ\MQLDIW)R]UK\RXW

PLQLPD 7KLV PRQLWRULQJ LV FRQGXFWHG DJDL 8 W WKH FXUUHOW |
SRVLWLRQ DV ZHOO DV IRUHFDVW YDOXHYVKBYRXSH! WDQGDUGLVHG D

SURFHGXUHV LQ SODFH VKRXOG DQ\ RI WRW\K#%P#‘LW%N?} YXUHV D@QEHIRU RSHI
VWDQGDUGLVHG DSSURDFK XVHV FDSLWDC

7KH *URXS SHUIRUPV DQ ,QWHUQDO &DSLMQQW‘D{]IP{R/\ VHW E\ &5' 9

$VVHVVPHQW 3URFHVV ,&$$3 LQ ZKLFK LW FRQVLGHUV WKH NH\

ULVNV WR ZKLFK LW LV H[SRVHG DQG WKM&%HMUHBWQRG WR

PLWLIJDWH VXFK ULVNV $V SDUW RI WKH 7&$$dHWKUDMHRY¥BDWLR PHDVXUHV 7LHU FI
DVVHVVHV LWV FDSLWDO DGHTXDF\ RYHUHWKitlyXORQQLQR IRALIBRII EDODQFH VKH}
XQGHU EDVH FDVH VWUDWHJLF SODQ DVVXPBWEBQMGDPHBNROHDEHVLIQHG WR DFW

VHYHUH EXW SODXVLEOH VWUHVVHV XVLQJl VEHPRULR ¥ KRG S W LRV
HLWKHU E\ WKH UHJXODWRU RU GHYHORSHG LOQWHUQDOO\ :KLOVW

H
WKH ,&$$3 SURFHVV LV XVXDOO\ FRPSOHWKE R > Xhl& 3ROLF\ 6WDWHPHQW
EDVLV GXH WR WKH DFTXLVLWLRQ DQG DKPEJUHHY% t‘LW@l\}vK%'-FK LQFUHDVHG WKH

UHJXODWRU WKH ILUVW *URXS ,&%$$3 zLOBDSEQ LAOWLERQYR W'@H 8. OHYHUDJH UDWLF
0DUFK EDVHG RQ D 6HSWHPEHU HVJWngPHQW URP ELOOLRQ RI UHWD
ELOOLRO 7KH *URXS GRHV QRW FXUUHQW.
6WUHVV WHVWLQJ LV FRQGXFWHG WR HQV ¥UH MUKW FIRXS BDOOWRG DO G GRV QRW |
VXIILFLHQW FDSLWDO WR ZLWKVWDQG D \EHM@UI#QEKW WRAXRUHYMHDEOH IXWXUH
VWUHVV DQG WR LGHQWLI\ PLWLIDWLQJ PDQDJIHPHOW DEWLRQV
WKDW FDQ EH WDNHOQ IRQHWKHOHRVV WKH 35% H[SHFWV WKDW D
LV PDLQWDLQHG DW DOO WLPHV E\ DO

SHYHUVH VWUHVV WHVWLQJ LV DOVR FRQGXFNHE MR WCHRWHOFXODWHG RQ WKH E
H[WUHPH HYHQWYV WKDW KDYH WKH FDSDPKH\WVWRHTE HODNHVKHIQ\ FHQWUDO EDQN H
*URXS 7KLV SURFHVV KHOSV LGHQWLI\ UpWBNK DB\ FRAWURRDQ WKUHH PRQWKV DQ
PHFKDQLVPV ZKLFK PLJKW RWKHUZLVH EH PRYYHGU UHVRXUFHV LV PHW E\ $7 FD.

&DSLWDO DGHTXDF\
5LVN ZHLJKWHG FDSLWDO UHTXLUHPHQWYV

8. &DSLWDO SHTXLUHPHQWY 'LUHFWLYH 9 &5'"9 UHTXLUHV WKH

6RFLHW\ WR PDLQWDLQ D &(7 UDWLR RI DW OHDVW D 7LHU
FDSLWDO UDWLR RI DW OHDVW DQG D WRWDO PLQLPXP FDSLWDO

UDWLR RI 7TDNHQ WRIJHWKHU WKHVH UDWLRY DUH NQRZQ DV

WKH 3LOODU UHTXLUHPHQW

7KH 3LOODU FDSLWDO UHTXLUHPHQW UHIOHFWY ZLGHU ULVNV
ZLWKLQ WKH *URXS V ,&%$%$3 DVVHVVPHQW DQG DQ\ FDSLWDO DGG
RQV DULVLQJ IURP WKH VXSHUYLVRU\ UHYLHZ RI WKRVH
DVVHVVPHQWY 7KH *URXS V FRPELQHG 3LOODU DQG 3LOODU
UHTXLUHPHQW LV UHSUHVHQWHG E\ LWV 7RWDO &DSLWDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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& D S LW D@ QWi ¥\ G

OLQLPXP S5 HTXLUHPHQW IRU RZQ IXURBY VDEPOFXODWLRQ RI 5:$V XQWLO VXF

(OLJLEOH ILDELOLWLHV 05(/ , 5% PRGHO FDQ LQIRUP D UHYLVHG HVWLP
WLPLQJ DQG LPSDFW RI DQ\ FKDQJH UHPDI
$ OLQLPXP 5HTXLUHPHQW IRU RZQ IXQGY DQG (OLJLEOH

/ILDELOLWLHV 05(/ KDV EHHQ LQWURGXFHd €\ DSHKRYOORUY WP QWHG WKH ILQDO
HQVXUH WKDW WD[SD\HUV QR ORQJHU DERRWYE XN ¥ VW PAKHP Y\ TURP WKRVH FDOFX
EDQN RU EXLOGLQJ VRFLHW\ IDLOV 05(/ WU HEH PHRSERF W@ WHKWH FDSLWDO UDWLF

WR UHIOHFW KRZ FRPSOH[ RU LPSRUWDQWUpQ J QRAWIDAECWM RIOHLK I WHKH HITHFW RI1 LQ
WKH ZLGHU HFRQRP\ HQYLVDJHG E\ HQG VWDWH %DVHO LPSC

7KHMURXS PHHWYV DQ 05(/ UHTXLUHPHQW RY@¥¥HPH LWEW IORRUV DUH FXUUHQWO\ H[S
ELQGLQJ FDSLWDO UHTXLUHPHQW L H wiZz® WRFPHWKH QMY RGYKWLRQ RI WKH QHZ
3LOODU D ZKLFK FXUUHQRNG\ $VT XTKMHY V@G LQ WLPH DUH H[SHFWHG WR UHGXFH \
*URXS LV IXUWKHU UHTXLUHG WR PHHW F&®ELWYHRDWER | MW RIRK LQFUHDVLQJ 5:$V ¢

& (7 JHQHUDWLQJ D WRWDO ORVV DEVRUELSQS WIRXYY WeRH A\ HR|1 'HFHPEHU L3>
WUDQVLWLRQ SURIRUPD EDVLV ZRXOG UH

DSSUR[LPDWH®RZHYHU RQ H[SHFWHG %DV
5HIXODWRU\ FDSLWDO DQDO\VLV LPSOHPHQWDWLRQ LQ -DQXDU\ WKH *U

7KH *URXS FDOFXODWHV DQG PDLQWDLQV UHRIIWRO\ D $WWDHUR IRUPD  "HFHPE
UDWLRYV RQ ERWK D FRQVROLGDWHG LQFOXWELR LBHNRXWHHGYBRRYDO RI WKH ,5%
HQWLWLHY DQG LQGLYLGXDO FRQVROLGDODWHGE RYUVVKIQR O pHASH Ffdy % DVHO FDS
WKH 6RFLHW\ DQG %DQN WR ELQG IURP

7KH LQGLYLGXDO FRQVROLGDWHG EDVLV $QF MRERHR ROWXYWKRPFLWDO UHTXLUHPHC
VXEVLGLDULHYVY PHHWLQJ SDUWLFXODU FULMMHA D FRRSPIMOH XBY W EHHQ IDFWRUHC
&5' 9 )RU WKH 6RFLHW\ WKLV LV WKH VDPWMUBNH LB \BRKYH HQVXULQJ ZH UHPDLQ C
6RFLHW\ V SUH DFTXLVLWLRQ *URXS SRVIFRERWDPUYHEBSLWDO

GLVFORVXUHV LQ WKLV UHSRUW DUH SURYLGHG RQ D *URXS

FRQVROLGDWHG EDVLV RQO\

JXUWKHU LQIRUPDWLRQ RQ FDSLWDO PDQDJHPHQW LV LQFOXGHG LQ
WKH 3LOODU 'LVFORVXUHYV DW ZZZ WKHFRYHQWU\ FR XN

SLVN ZHLJKWHG FDSLWDO

7KH *URXS-V FDSLWDO SRVLWLRQ LV VHW RXW EHORZ EDVHG RQ DOO
&5" 9 UHTXLUHPHQWY WKDW ZHUH LQ IRUFH GXULQJ

$W -'HFHPEHU DQG WKURXJKRXW WKH \HDU WKH
*URXS FRPSOLHG LQ IXO0 ZLWK WKH FDSLWDO UHTXLUHPHQWYV WKDW
ZHUH LQ IRUFH 2Q DFTXLVLWLRQ RI WKH %DQN WKH XSGDWHG

SUR IRUPD *URXS &(7 UDWLR ZDV 7KH LQFUHDVH LQ

FDSLWDO DV D UHVXOW RI UHWDLQHG SURILWYV LQ WKH SHULRG VLQFH
WKHQ KDV EHHQ RIIVHW E\ DQ LQFUHDVH LQ 5:$V RI

UHVXOWLQJ LQ D VPDOO LQFUHDVH LQ WKH &(7 UDWLR WR

DW 'HFHPEHU 2XU &(7 UDWLR UHPDLQV

VLIJQLILFDQWO\ DKHDG Rl WKH 7RWDO &DSLWDO S5HTXLUHPHQW IRU
WKH *URXS ZKLFKREBY$SV DV DW 'HFHPEHU

7KH FDSLWDO UHTXLUHPHQWY LQFOXGH DGGLWLRQDO 5:3V LQ WKH
IRUP RI SRVW PRGHO DGMXVWPHQWY KHOG IRU UHJXODWRU\
FKDQJHVY WKDW DUH FXUUHQWO\ QRW UHIOHFWHG LQ WKH ,5%

PRGHOV
7KH 6RFLHW\ DQG %DQN KDG ERWK VXEPLWWHG XSGDWHG ,5%
PRGHOV WR WKH 35% LQ 2XU VWUDWHJI\ IROORZLQJ WKH

DFTXLVLWLRQ LV WR PRYH WR D VLQJOH *URXS ,5% PRGHO :H
KDYH UHFHQWO\ UHFHLYHG IHHGEDFN IURP WKH 35% RQ WKH
PRGHOV ZKLFK KDG EHHQ VXEPLWWHG DQG ZH LQWHQG WR
LOQFRUSRUDWH WKLV IHHGEDFN LQWR WKH EXLOG RI RXU QHZ
*URXS PRGHO :H FXUUHQWO\ H[SHFW WR VXEPLW RXU QHZ
*URXS ,5% PRGHO DW WKH HQG RI

,Q WKH DEVHQFH RI 358 DSSURYHG K\EULG ,5% PRGHOV WKH
*URXS KDV FRQFOXGHG WKDW LWV H[LVWLQJ SRVW PRGHO
DGMXVWPHQWY UHPDLQ DSSURSULDWH IRU LQFOXVLRQ LQ WKH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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& D S LW DF@ QWi ¥+ G

(QG SRLQW (QG SRLQW
"HF "HF
&DSLWDO SRVLWLRQ P P

&RPPRQ (TXLW\ 7LHU

*HQHUDO UHVHUYH

)DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH UHVHUYH ¢

&DVK IORZ KHGJH UHVHUYH

&RPPRQ (TXLW\ 7LHU SULRU WR UHJXODWRU\ DGMXVWPHQWV

&RPPRQ (TXLW\ 7LHU UHJXODWRU\ DGMXVWPHQWV

BUXGHQW DGGLWLRQDO YDOXDWLRQ DGMXVWPHQW

,QWDQJLEOH DVVHWYV

"HIHUUHG WD[ DVVHWYV 3
&DVK IORZ KHGJH UHVHUYH
3HQVLRQ IXQG VXUSOXV DGMXVWPHQW 3

([FHVV RI H[SHFWHG ORVV RYHU LPSDLUPHQW

JRUHVHHDEOH GLVWULEXWLRQV

&RPPRQ (TXLW\ 7LHU & (7

$GGLWLRQDO 7LHU $7 FDSLWDO

$GGLWLRQDO 7LHU SHUSHWXDO &DSLWDO 6HFXULWLHYV

7RWDO $GGLWLRQDO 7LHU FDSLWDO

7RWDO 7LHU FDSLWDO

7LHU
6XERUGLQDWHG GHEW 3
SHUPDQHQW ,QWHUHVW %HDULQJ 6KDUHV 3,%6
(IFHVV Rl SURYLVLRQV RYHU H[SHFWHG ORVYV 3

7RWDO 7LHU FDSLWDO

7RWDO &DSLWDO

5LVN ZHLJKWHG DVVHWYV

,5% DSSURDFK

&UHGLW ULVN 2 UHWDLO H[SRVXUHV

&UHGLW ULVN FRUSRUDWH H[SRVXUHYV 3

6WDQGDUGLVHG $SSURDFK

&UHGLW ULVN 2 UHWDLO H[SRVXUHYV

&UHGLW ULVN 2 OLTXLGLW\ ERRN

&UHGLW ULVN 2 RWKHU

&UHGLW YDOXDWLRQ DGMXVWPHQW ULVN

2SHUDWLRQDO ULVN

7RWDO ULVN ZHLJKWHG DVVHWYV

&RPPRQ (TXLW\ 7LHU UDWLR

$ SUXGHQW YDOXDWLRQ DGMXVWPHQW LV DSSOLHG LQ UHVSHFW RI DVVHWYV DQG OLDELOLWLHYV KHOG DW IDLU YDOXH
,WHPV GR QRW IRUP SDUW RI UHJXODWRU\ FDSLWDO

7KH H[SHFWHG ORVV RYHU DFFRXQWLQJ SURYLVLRQV LV GHGXFWHG JURVV RI WD][

JRUHVHHDEOH GLVWULEXWLRQV LQ UHVSHFW RI $7 VHFXULWLHYV DUH GHGXFWHG QHW RI WD]J

/HYHUDJH UDWLR DQDO\VLV

7KH *URXS-V 8. OHYHUDJH UDWLR SRVLWLRQ RQ DQ HQG SRLQW
EDVLV LV VHW RXW EHORZ

2Q DFTXLVLWLRQ RI WKH %DQN WKH XSGDWHG SUR IRUPD *URXS

8. OHYHUDJH UDWLR ZDV 7KH OHYHUDJH UDWLR KDV
LQFUHDVHG VLQFHDVKWRHWIRQFUHDVH LQ HOLJLEOH

7LHU FDSLWDO zDV UHODWLYHO\ ODUJHU WKDQ WKH LQFUHDVH LQ
OHYHUDJH UDWLR H[SRVXUHYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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& DS LW D@ oWl &N+ G
/IHYHUDJH UDWIFRIMWQDXHAW LV
(QG SRLQW (QG SRLQW

"HF "HF
/HYHUDJH UDWLR .. P .. P

7RWDO 7LHU FDSLWDO XVHG LQ &55 FDOFXODWLRQ

$GMXVWPHQW IRU $7 UHVWULFWLRQ

7RWDO 7LHU FDSLWDO XVHG LQ 8. FDOFXODWLRQ

/HYHUDJH UDWLR H[SRVXUHV

7TRWDO EDODQFH VKHHW DVVHWYV

5HWDLO OHQGLQJ SLSHOLQH DQG RWKHU FRPPLWWHG IDFLOLWLHV

&RUSRUDWH XQGUDZQ IDFLOLWLHYV 3

5HSXUFKDVH DJUHHPHQWYV

IHWWHG GHULYDWLYH DGMXVWPHQWYV

2WKHU DGMXVWPHQWYV

,2WHPV LQFOXGHG LQ WKH FDSLWDO FDOFXODWLRQ 3

7RWDO OHYHUDJH UDWLR H[SRVXUHV

$GMXVWPHQW WR H[FOXGH FHQWUDO EDQN UHVHUYHV

7RWDO OHYHUDJH UDWLR H[SRVXUH XVHG LQ 8. FDOFXODWLRQ

&55 OHYHUDJH UDWLR

8. OHYHUDJH UDWLR

/HQGLQJ SLSHOLQH DQG XQGUDZQ RU RWKHU FRPPLWWHG IDFLOLWLHY DUH FDOFXODWHG DW WKH UHOHYDQW FUHGLW FRQ

5HSXUFKDVH DJUHHPHQWYV UHSUHVHQW WKH H[WHQW WR ZKLFK FROODWHUDO SURYLGHG RQ UHSXUFKDVH DJUHHPHQWYV H[F

7KH QHWWHG GHULYDWLYH DGMXVWPHQW ILIJXUH FRQYHUWV WKH DFFRXQWLQJ YDOXH RI GHULYDWLYHV WR DQ H[SRVXUH P

2WKHU DGMXVWPHQWY SUHGRPLQDQWO\ UHODWH WR DVVHW EDODQFHV WKDW KDYH DOUHDG\ EHHQ LQFOXGHG LQ WKH FDS
DVVHWYV ILJXUH

&DSLWDO RXWORRN ORGHO ULVN

7KH %DVHO  IUDPHZRUN ZLOO EH LPSOHP
|LQHG DV WKH SRWHQW
LPSDFW WKH *URXS IURP  -DQXDU\ %W%%Q@ﬁﬁﬁ&#f%PQPRGGHO HUURSUV RUQW

RITUXOHV FRQILUPHG LQ Rl PRGHOOHG RXWSXWV WR LQIRUP EXVLQ
IRWZLWKVWDQGLQJ WKH LQFUHDVHG XQ FHAWHIVMFWR R@KIHTXBIQFHY FRXOG OHDG WR
LPSDFW IRU WKH *URXS LV H[SHFWHG WRVEHHWSUKX GHRQWRBRFSNRW.WLRQ QRQ FRPSO
RI DQ RXWSXW IORRU ZKLFK UHTXLUHV ,50DA\U PR & RYUORRIXODWLRQV RU GDPDJH V
DJJUHJDWH ,5% RXWSXWV WR D PLQLPXP RHSXWRWMRM ORGHO ULVN FDQ DOVR OHD
FRUUHVSRQGLQJ 5:$ FDOFXODWHG XQGHWWWKY \HYXPPEWDWLYH OLPLWDWLRQV VX
VWDQGDUGLVHG DSSURDFK 7KLV ZLOO EHMHBWWHUWAWHRIQRWU RXEXVLQHVY DFWLYLWLH
*URXS DV WKH HTXLYDOHQW ULVN ZHLJKW\ XQG&H U)W SURILOH

VWDQGDUGLVHG DSSURDFK IRU RZQHU RFFXSLHG DQG EX\ WR OHW

PRUWJDJHV DUH PXFK KLJKHU WKDQ XQG HH dWHPolp o HESRVHG WR PRGHO ULVN LG

PRGHOV 7KH GHOD\HG LPSOHPHQWDWLR%%%Q/LWHWR\()NNHBQLD&B'—DO SURGXFW DQG
FRUUHVSRQGLQJ UHGXFWLRQ LQ WKH wu WLOLVHG LQ D UDC

ZKLFK WKH RXWSXW IORRU ZLOO EH SKDWRT \?\// BLQ_'I{_?'[\EE*E%VLRQ'—QJ FDOFX
IURP -DQXDU\ WR WKH 1LQDO DO UHTX PHQWYV IRU FUHGLW ULV
_DQXDU\ RI DFFRXQWLQJ VWDQGDUGV VXFK DV ,)56

DFTXLVLWLRQ RI WKH %DQN KDV EURDGHQ
$V D UHVXOW WKH *URXS H[SHFWV WKH IXOR| L& OWRHQUHDWMRY RIVLPSOLFLW\ RI V
WKH %DVHO VWDQGDUG WR VHH D VLI®PRIEHDQYH 8 HGXVF WLKRRH{&'HQW RI H[SRVXU

UHSRUWHG &(7 PHDVXUHV

+RZHYHU WKH *URXS VWLOO FRQVLGHUV L
7KH OHYHUDJH UDWLR DQG DSSOLFDEOH BRHXWW BRGOI & HHERFRHPD QDJHPHQW SUDFW
UHJXODWRU\ FDSLWDO UHTXLUHPHQW DQG 05(/ GHWHUPLQDQW
RQO\ ZKHQ WKHFH¥YRWEH H[LVWLQRI.. ELOOLRQ
UHWDLO GHSRVLWYV ODVW WKUHH \HDUVY DYHUDJH WKUHVKROG

&RQVLGHUDWLRQV DQG DVVXPSWLRQV IURP %DVHO KDYH EHHQ
LQFOXGHG ZLWKLQ WKH *URXS-V 6WUDWHJILF 30DQ ZKLFK

LQGLFDWHY WKDW LW ZLOO FRQWLQXH WR KDYH D VXUSOXV RYHU DOO
FDSLWDO DQG 05(/ UHTXLUHPHQWY HQVXULQJ ZH UHPDLQ
ILQDQFLDOO\ UHVLOLHQW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV
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ORGHO HRQWNoXHG

ODQDIJHPHQW RI PRGHO ULVN
7KH *URXS KDV D %RDUG DSSURYHG SROL%\%%WRQW;URVQ DO ULVN

ZKLFK GHILQHV WKH VWDQGDUGY WR EH B85YPMd RILPLYWHVID WY GHILQHG DV WKH L
PRGHO ULVN 7KLV SROLF\ LV VXSSRUWHG ER GKH BWEHHRUsIBANPHG LQWHUQDO SURFC‘
JUDPHZRUN 05) DSSURYHG E\ WKH %RDWRY dPRE H QDO HYHQWV WKDW GLVUXS

iy
&RPPLWWHH 7KH 05) GHILQHV NH\ JRYHUQBQRFHR D OLPLWHG DSSHWLWH IRU
U

—

U

Vv
UHTXLUHPHQWYVY DQG SURFHVVHV IRU WKH PPV BEHOM XVHBEQFLDO PHPEHU
WKURXJKRXW WKH *URXS 7KH &KLHI 5LVN 2k bWk ¥ ODO DOG UHJIXODWRU\ LPSDEV
DFFRXQWDEOH IRU PDQDJLQJ PRGHO ULVNZIYHKRRYKE THRKSDV D FROVHTXHQFH R
7KH ORGHO 5LVN &RPPLWWHH 05& FKDLEMGLBHWYH+REZDITHRUY WKH *URXS GRHV QR
J)LQDQFLDO ORGHO 5LVN RYHUVHHV WKHREPQDWHRQQW BLVNYV WKDW DUH XQPDQD.
PRGHO ULVN DQG LV UHVSRQVLEOH IRU SQUXN\LFXD KO\ *"WRRSH ZLWK WKH SRWHQW
H[SRVXUH WR PRGHO ULVN UHPDLQV ZLWKDQ RVWHR FSSMARPWHY DGYHUVHO\ LPSDFW
SUHVFULEHG E\ WKH %RDUG 05& LV VXSSRUWRGPBD\QFERRU XQGHUPLQH GHOLYHU\ F
WHFKQLFDO VXE IRUD WKH &UHGLW ORGHREWBEWL.YRUXP DQG WKH

JLQDQFLDO ORGHO SLVN JRUXP 7KH RSHUDWLRQDO ULVN SULQFLSDO ULVN
7KH 05) SUHVFULEHV UHTXLUHPHQWV WKW PRYNoRH\PHWVELHQ GDWD WKLUG SDUW)
RUGHU IRU WKH PRVW FULWLFDO PRGHOWWRERWRAHG Zik Yk WM GK DO G ILODQFLD G
*URXS DQG SUHPLVHV ULVNV 2SHUDWLRQDO ULV
7KHVH UHTXLUHPHQWY DUH WDLORUHG WRRW K HVMRWWHND WIL\W R WKSDHBWVHO ULVN FOD
RI HDFK PRGHO RQ WKH *URXS ZLWK PRUBHHNWBQBEWHFH DQG WKH *URXS V EXVLQH

UHTXLUHPHQWY IRU WKH PRVW FULWLFDO GH}_?O
ORGHO ULVN PDQDJHPHQW FRQWUROV LQOFF()) 5 '_YPHQW RI'RSHUDWLRQDO UL

7 FLDO 5LVN &RPPLWWHH SUF
¥ 7KH UHTXLUHPHQW IRU DOO FULWLFDO%}&%M%@-\NKRVH ULVNV LQFOXGHG ZI

DSSURYHG IRU XVH E\ 05& ULVN SULQFLSDO ULVN FDWHJRU\ ILQDQFI
¥ QGHSHQGHQW PRGHO YDOLGDWLRQ ZIFWkdIRQMIFIDVBO©G RSHUDWLRQDO UHVLOLH
YDOLGDWLRQ DFWLYLW\ FDUULHG RXW gR (KEJ Kk EURWLERBLAN\([HEXWLYH DQG
PRGHOV FRPPLWWHHY DQG WKH %RDUG
$+ ORGHO ULVN VWDQGDUGV LQ UHODWLR \%
GHYHORSPHOW WHVWLQ) VDOLGOWLRDS FRURIARF Bl [y o LR LtsRgw ro
GRFXPHQWDWLRQ DQG XVH
t *RYHUQDQFH DURXQG PRGHO DVVXPsSWwUIRIGFK @ Riurob\y FV\EHU

FRPSOLDQFH DQG GDWD 7KH *URXS DLPV WR PDLQWDLQ WKH VWDE
t ORGHO RYHUYLHZ VWDWHPHQWYV ZKLFK (LHGHQDV K R RE L WYRRMFKQRORJI\ HVWDW -
ZKHQ WKH PRGHOV PD\ IDLO PHPEHU DQG FXVWRPHU GLVUXSWLRQ DQG
)RU UHJXODWRU\ FDSLWDO PRGHOV DQ DPGOF® VHHWILPVYHVYYRAGFWEHU DWWDFNV D

DIDLQVW &DSLWDO 5HTXLUHPHQWV 5HJXODY IRQ VKRG PS8 IFRRARHOXHG WR LQY H\
35% 6XSHUYLVRU\ 6WDWHPHQWYV LV XQGHUWRNH@DQ &Y WY WRHVWDWH DQG HQKDC
DWWHVW WR WKH PRGHOV FRPSOLDQFH WKW YWAHALQY RSHUDWLRQV DQG VHF)
UHJXODWLRQV FRQWLQXH WR GR VR LQ

ORGHO ULVN RXWORRN 'DWD

7KH 35% VXSHUYLVRU\ VWDWHPHQW 66 ﬂgﬁe qNFiJ)Lv
PDQDJHPHQW SULQFLSOHV IRU EDQNV FO. i

N u$@§{RUPDWLRQ SURJUI
W VHWV RXW WKH 35$-V H[SHFWDWL WH K'-HG 'KRDXQFGHDGWlSLR\?'\Y E')‘
EDQNV DQG EXLOGLQJ VRFLHWLHV- PRG F FSHV% PR
SUDFWLFHV :KLOVW PDQ\ RI WKH H[SHF $ I%H\ Y VSUROV <o
*URXS-V H[LVWLQJ SUDFWLFHV ZH KDYH i}rg o VRS WKL\?WKURXJK o
DVVHVVPHQW RI RXU PRGHO ULVN PDQDJ %*ﬁ @—F Q
F ggﬁ FK%

DIJDLQVW WKH VXSHUYLVRU\ VWDWHPHQW'® D'f)g\llf,:@DWD VWUDWHJ\ C

ZRUN WR HQKDQFH WKH *URXS-V PRGHO UEL%): 00 D%gFSLIXVF\}SDOQHG FDSE
SUDFWLFHV ZKHUH UHOHYDQW Q

$FWLYLWLHV DUH XQGHUZD\ WR FRQVROLGDWH WKH PRGHO HVWDWH
WKURXJK GHYHORSPHQW RI *URXS ZLGH PRGHOV 7KHVH DUH
SDUW RI D PHGLXP ORQJ WHUP SODQ DQG ZLOO HQVXUH WKDW ULVN
LV PDQDJHG LQ DQ LQWHJUDWHG DQG FRQVLVWHQW PDQQHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

2SHUDWLR ©np® L kivaN 6WUDWHJIJLF FKDQJH ULVN

7TKLUG SDUW\ 6WUDWHILF FKDQJH ULVN LV GHILQHG DV !

7KH PDQDJHPHQW RI WKLUG SDUW\ ULVN E %/\H/FW3 / gj vaﬁ% F[F)H\évl'qﬁongGHJOHLg
ULVNV DULVLQJ IURP WKH XVH RI VXSSOLF VF § V RSQHUDWLR %FUR,
DSSURSULDWHO\ DQG PHHW UHJX0DWRU\"GRPXV)MBHG RN Q

ULVN KDV EHHQ HOHYDWHG LQ GXH W R KUHOLROF ¥ RQ HOGSSIOWHG VWUDWHJILF FK
®G GHOL®PAUKHDVLQJ DFURVV WKH *URXS SAKLQFKkBREMHWBN IROORZLQJ WKH DFTXLVL
DSSURSULDWHO\ PDQDJHG WR UHPDLQ LQWLWR vsis@WiW WKH YROXPH DQG QDWXUF
WKURXJKRXW (QOKDQFHPHQWY DUH XQ4d-HQEDAFWRW LPSDFW WR WKH *URXS V UL
LPSOHPHQW UHYLVHG *URXS VXSSOLHU UERRLREIQHPWMHQOW LQ

6WUDWHJILF FKDQJH ULVN SURILOH

6WDWXWRU\ UHJXODWRU\ DQG L QY HUQBHOWK4QBER G RP WKH %DON WKH IL
UHSRUWLQJ VWUDWHJ FKDQJH SURJUDPPH ZDV LQLW

LF

LOWHJUDWLRQ SURJUDPPH ZDV HVWDEOLYV
7KH *URXS FRQWLQXHV WR GHOLYHU HQKP \EHErUQleR%?,@IHwKLAN%DQN LQWR WKH *U
PXOWL \HDU ILQDQFH WUDQVIRUPDWLRQ § %JHHE,Q@HE PDOQHU DOG WR DFKLHYH
PRGHUQLVH RSWLPLVH DQG WUDQVIRUP V HHRPR FROREXWR WA QY DQG VIQHUJILHYV
PRGHO ,0Q DGGLWLRQDO HQKDQFHPHQWY ZHUH PDGH WR
UHJXODWRU\ UHSRUWLQJ :RUN FRQWLQX$W WRH WP KHRIL WIDMDRDE HWKH %DQN ZDV L
DQG LQWHJUDWH SUDFWLFHVY DQG V\VWHBUWHK UWVVNWHK N WURXSHILF SURJUDPPH ZK

GXULQJ ,7 VHUYLFHV LQWR QHZ PRGHUQ GDWD FH
LQWHUQDO WHFKQRORJ\ FDSDELOLW\ ,Q C
3HRSOH FKDQJH SRUWIROLR DOVR KDG RWKHU VLJ

3HRSOH ULVN KDV EHHQ DQ DUHD RI IRFXMOL®LDWIHYHW KR SURJUHVV H J GLJLWDC
*URXS ZRUNV WR FUHDWH RSWLPDO VW UXFX BWKHYRWHEKIQE DRE UHPHGLDWLRQ SL
SUDFWLFHV IRU WKH IXWXUH ,Q LQYRVYWRHPW WODVLERHIGFDQW FKDQJH SRUWIR
PDGH WR HQKDQFH UHOHYDQW WHFKQRORM SOPIWWEPQWKH FRUH ,7 VHUYLFHV

oS Pa\i DOIDINFRQW DRE RV I FRGKEQFEe ERTOWERE WY sRUWIROLRY soxv
L

GXULQJ D SHULRG RI FKDQJH &RQVHTXHQWOM ;W KHoGHY|HS RILES%¥W 0\ LOFUHDVHG |
KDV EHHQ PDLQWDLQHG ZLWKLQ DSSHWLWHWKYRXTORXME S WKH *URXS

6 XPPDU\ RI ULVN LQFLGHQWYV ODQDJHPHQW RI VWUDWHILF FKDQ.
5LVN LQFLGHQWY DUH UHSRUWHG LQ WKH KHRXSLMIWLISHNUDWLQJ 2IILFHU LV DFFRXQ\
PDQDJHPHQW V\VWHPV VWUDWHILF FKDQJH ULVN DFURVYV WKH *UI

,Q WKH WRWDO FRVW RI ULVN LQFLGHS\X/‘(}UMUWV&I?U@Q&QQ%\F\ WKH ULVN WHDP
PLOOLRQ.. PLOOLRQ DV VHW RXW EHRORIZOQDQFH RI VWUDWHJILF FKDQJH ULVN
&KDQJH &RPPLWWHH FRPSULVHG RI NH\ %

Rl WRWDO YROXPRWDO ORD@H WKH *URXS ([HFXWLYH 7KLV FRPPLWYV

GHOHJDWHG DXWKRULW\ IRU WKH GD\ WR «

2SHUDWLRQDO ULVN E\ %DVHO FDWHJRU\ VWUDWHJILF FKDQJH WKURXJK WKH *URXS
([HEFXWLRQ GHOLYHU\ DQG SURFHVV &RPPLWWHH *(&& ZKLFK LV FKDLUHG E\ \
PDQDJHPHQW 2SHUDWLQJ 2I1ILFHU
[AVLRAVY GLVUXSWLRQ BQG Vi B 7KH *URXS KDV D %RDUG DSSURYHG SROLF
FKDQJH ULVN ZKLFK GHILQHV WKH VWDQG
(IWHUQDO 1UDXG PLWLJDWH WKLV ULVN 7KH SROLF\ LV VXS
7RWDO VWDQGDUG WKDW GHILQHYV WKH PLQLPXP |
IRU PLWLJDWLQJ WKH ULVNV DV GHILQHG
9DOXH RI ORVVHV ..P 6WUDWHJILF FKDQJH ULVN PDQDJHPHQW FFR
t $SSURYDO IRU WKH DQQXDO SRUWIROLR
/RVVHV OHVV WKDQ .. KDYH EHHQ H[FOXGHG IDFLOLWDWHY WKH GHOLYHU\ RI WKH *U

f ODQDIJHPHQW RI WKH SRUWIROLR FRVWYV
DQQXDO EXGJHG DSSURYHG E\ WKH %RD

¥ 2YHUVLIKW RI WKH VFKHGXOH RI FKDQJlI
UHSRUWLQJ DQG HVFDODWLRQ PHFKDQL

¥ 7KH XVH RI DSSURSULDWH PHWKRGRORJ
XSRQ WKH QDWXUH RI WKH FKDQJH

¥ OLQLPXP VWDQGDUGV IRU WKH FRQVLVW
DVVHVVPHQW RI ULVN

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



S5LVN &DW kFdlkoldit HV

6WUDWHJILF FKddelxwd VN

LQFOXGLQJ GXH GLOLJHQFH VDQFWLRQV
6WUDWHJIJLF FKDQJH ULVN RXWORNRUHHQLQJ WUDLQLQJ DQG TXDOLW\ FKHF

7KHUH LV VLJQLILFDQW LQYHVWPHQW LQ%%@ ”H}%ES:%%/B%EM' KFVKHEESGN'STSIH)
Q

QH[W IHZ \HDUV 7KLV LV D FRPELQDWLR

ZHOO DV UHPHGLDWLRQ DQG XSOLIW LQ WHFKQEFD® EFQUBBVWNVXKFWNXHBHULVN LQGLF
WR HQDEOH WKH *URXS VWUDWHJ\ NH\ LVVXHV DUH LGHQWLILHG DQG HVFDOTL
1RWDEO\ WKHVH DUH JRYHUQDQFH PRQWKO\ WR WKH %RDUG DV

$ &RPSOHWLRQ Rl WKH LQWHJUDWLRQ SURBRFHLP®FULPH ULVN RXWORRN

VWUDWHJILF SURMHFW WR WUDQVIHU WKkH%RRN Y G RDWOrROGAMERM WR LWHUDWH
WR D FORXG EDVHG VROXWLRQ FULPH VIVWHPV DQG FRQWUROV WR NHHS

f %XLOG XS Rl WKH SURJUDPPH WR GHOLYHROY LRz H AW RIPIPUHQYLURQPHQW DQG
HFRVA\VWHP IRU WKH IXWXUH RI WKH *URREXODWRU\ HI[SHFWDWLRQV DQG RUJDQL
7KH *URXS FRQWLQXHV WR LQYHVW LQ SHF

t SHIXODWRU\ DQG PDQGDWRU\ GHOLYHUD¥EHIY NH\ FDSDELOLWLHVY WR VXSSRUW H

+ &RQWLQXHG LQYHVWPHQW LQ WKH RQOTOAPIBBHERE LoH cLILWDO
VHUYLFH RITHULQJV WR PHPEHUV DQG FXVWRPHUV DQG

$ 2QJRLQJ WHFKQLFDO UHPHGLDWLRQ IR \ N7 Y \Y%
DQG LQIUDVWUXFWXUH l&%@GXF\/W DEQG FRPSOLDQ
$V D UHVXOW VWUDWHJILF FKDQJH ULVN £B86 XkM¥WHBYCUHPHIOMDQFH ULVN LV WKH

FRUH WR WKH VXFFHVVIXO PDQDJHPHQW RIHKIKH BRUWGROELKLEQ BDNLQJ RU SURGX
SULQFLSDO ULVN LQ WKH *URXS V (50) WWHYXOW MQ SSRRUFBYWFRPHY IRU PHPEHUV
IRFXV RQ DQG PDQDJHPHQW RI VWUDWHYREHKBBHQH BPYNHW LOQWHJULW\ RU EUHDI
LQFOXGLQJ WKH VHWWLQJ RI DQ DSSURSVYWIRE ROV @ @S FIPRYHCKDUP WR PHPEHU
DSSHWLWH VXSSOHPHQWHG ZLWK PRQWKYWKHBHYRXW LR} WHEHLIGRWQ@FLDO VIVWHP

VXLWH RIULVN PHWULFV &RQGXFW DQG FRPSOLDQFH ULVN
7KHURXS-V SXUSRVH LV WR SRZHU JRRG ZlI
DQG WR EH D FKDPSLRQ IRU IDLUQHVV DQC¢
)LQDQFLDO FULPH ULVN WRJHWKHU ZLWK RXU PXWXDO RZQHUVKLS
JLQDQFLDO FUMRH ULVNBRKDWURGXFWYV RGULYHV GHFLVLRQ PDNLQJ DQG DFWLYLW\
VHUYLFHV ZLOO EH H[SORLWHG IRU FULPUBBB EFROURPWUSRYWRRREHWV

LQFOXGLQJ 7KH *URXS FRQWLQXHV WR PHHW LWV FRQ
t IUDXG RU GLVKRQHVW\ LQFOXGLQJ WD[UPHW@\RLQQVQ-FDL@-WUHEI-RQG HQVXUHV WKH G
RU FRUUXSWLRQ RU RXWFRPHV IRU PHPEHUVY DQG FXVWRPHUV
UHVSRQVLELOLW\ WR SXW WKLQ@QXHULJKW

+ PLVFRQGXFW LQ RU PLVXVH RI LQIRURPWXBQ HHIPOMIELd MR/ FRPSODL QWS SHU
ILQDQFLDO PDUNHW RU FXVWRPHUV WKDQ WKH LQGXWWIH DYHUDJ

f KDQGOLQJ WKH SURFHHGV RI FULPH RGRPELQHG *URXS UHFHLYHG FRPSODLQ

PHPEHU RU FXQWRWH EDQNLQJ DQG FUHGL
# WKH ILQDQFLQJ RI WHUURULVP RU HYDBRRS DUHELWRXWXHQAWIGXV WU\ DYHUDJH RI

RI VDQFWLRQV
ODQDJHPHQW RI FRQGXFW ULVN
JLQDQFLDO FULPH ULVN SURILOH -\ '\ rxs PDQDJHV FRQGXFW DQG FRPSO

7KH *URXS LV H[SRVHG WR ILQDQFLDO FULWN KRN PMWD DI/ $RWSRILDQFH 5LVN 3RO
RXU UROH LQ 8. UHWDLO EDQNLQJ UHVX@WMNVQJJGHBPWRXYURHNPHRW IR XU PHPEHUV DQ
DQG FXVWRPHUV WKLUG SDUWLHV DQG WIGHHIAWRFWQYLWVVHH/LQJI DQG PDQDJILQJ L
*URXS KDV LPSOHPHQWHG HPEHGGHG DQKXKHKRAWURXHMOWBFLDO RU QRQ ILQDQFLD

LQYHVW LQ D UREXVW FRQWURO IUDPHZR@J}No\MWMWMFS\/ZKWW WKH *URXS
ILQDQFLDO FULPH ULVN DQG DQ\ VXEVHTXHQW OHJDO

UHJXODWRU\ ULVN DUH PDQDJHG ZLWKL%'ﬂtéHﬁl@WﬁW 8YHUQDQFH &RPPLWWHH Ul
URGXFW GHYHORSPHQWY SULRU WR ODXC

ODQDJHPHQW RI ILQDQFLDO FULPKURIGXEW JRYHUQDQFH 7KLV LQFOXGHV D

7KH *URXS V ILQDQFLDO FULPH FRQWUROQHBQMZR#UVMKW'—\&WIQWL"-HG WDUJHW PDUN
FRUQHUVWRQH RI WKH *URXS V ULVN PDQDIf ‘6 RKRQVLGHUDWLRQ RI Wk
7KLV IRUPDOLVHV WKH FRQWUROYV UHTXL6¥|Y3V‘W FHL% *F(*TD[\’/\PDFWHU'-VW'-FV RI1Y
ILQDQFLDO FULPH ULVN LV LGHQWLILHG PbW¥phW¥L SGRlbLD\/@LJLvaVMé’ LQKHUHQW LQ

LQ OLQH ZLWK WKH *URXS V OHJDO DQG UHJXODWRU\ REOLJDWLRQV

7KH FRQWURO IUDPHZRUN LV IRXQGHG RQ WKH *URXS V SROLFLHV
DQG VWDQGDUGV ,Q OLQH ZLWK WKH SROLF\ UHTXLUHPHQWY WKH
*URXS GHSOR\ D VXLWH RI ILQDQFLDO FULPH FRQWUROYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



SLVN &DW Fkduloldik HV

&RQGXFW DQG FRPSOLDQHFHLBDWMH ULVN

FROQWLQXHG 7KH ULVN WKDW FOLPDWH UHODWHG HYHQ
DUERQ.HFRQRP\ ZLOO OHDG WR ILQD

ODQDJHPHQW RI FRQGXFW ULVN F&&M&#@@%o GLVUXSWLRQ UHJXODWRU\

$00 FROOHDJXHV DUH UHVSRQVLEOH IR UUGHSXMWIMWLRQ DRRE®PDJIH IRU WKH *URXS

RXWFRPHV WR RXU PHPEHUV DQG FXVWRPHUV DQ PHHW J
RXU UHVSRQVLELKOH VWIRW XBKBUH UX W\ &é)LPDD\ﬁHHUL\}ﬁ SURILOH

'D\ WR GD\ PDQDJHPHQW RI FRQGXFW ULV7
UHVSRQVLELOLW\ RI DOO RI WKH *URXS:V é

PDQDJHPHQW WHDPV 2YHUVLJKW LV SUR C/i

JLODQFLDO 5LVN &RPPLWWHH 1)5& PHP

LOQFOXGHYVY VHQLRU PDQDJHUV IURP DFUR Mo WKHO&EII(_EDNV:/-'I: léll:\\;NVSII-IL{]TCV\I;

4XDOLW\ DVVXUDQFH DFWLYLWLHY DFURWSRESROBW MWR)BOLPOMAHHFRBRIJH VHFWLRQ
DUH IRFXVHG RQ FXVWRPHU RXWFRPHYV

G
DQG SROLF\ DGKHUHQFH 7KHVH DUH VSH #H %nggﬁ%g\xh%?\?ﬁ%\v\cb\év[
FKHFN WKDW PHPEHUV DQG FXVWRPHUYV HV{Z%; m HYHOV RI FOLPDWH
RXWFRPHV WKURXJKRXW WKHLU MRXUQH\ 2 #%@pl\%éc&(gp
LV XQGHUWDNHQ E\ WKH &RPSOLDQFH IXORWLREYWY LQJ L
WK&KLHI 5LVN 2TIKIFHARDUG SOD\V DQ DFWLXMH URMAMLIQY KDV FRQFOXGHG WKDW WKF
RYHUVLJKW RI WKHVH VWUDWHJLHY DQG W RID\GHOLYB WH[ERWKIHH WR WKH SK\VLFDO
*URXS RI JRRG FXVWRPHU RXWERPHV FKDQJH HYHQ XQGHU VHYHUH DQG ORQJ V
:KLOVW ZH FRQWLQXH WR PRQLWRU DQG H
6XSSRUWLQJ YXOQHUDEOH FXVWRPHUV (/e 306 {UvWDQGLOJ WKH WUDOVLWLRQDC
7KH *URXS UHFRJQLVHY WKDW PHPEHUV L® WKKOHQRYU G EXPKWWHUEZROO KDYH LPSOLFDWL

FLUFXPVWDQFHYV DUH DW JUHDWHU ULVN WKI$FPRW R KXW ¥ RZAEKHANHA RAAHHYRSHH 8D SURJUHVV
GHDOLQJ ZLWK WKHLU ILQDQFHYV WRZDUGV D 1HW =HUR WDUJHW

7KH *URXS KDV D VWURQJ WUDFN UHFRUG DQQVXISSRHWVDPIRI FOLPDWH ULVN
YXOQHUDEOH FXVWRPHUV ZLWK YXOQHU L%‘ A\ HI \%J D

DFURVV RXU WHDPV VXSSRUWHG E\ D 9X I-:'%1]-5 é\s NF\%P b‘(Z:FgﬁnggngQRSJGHVPg%)WU
*URXS WKDW UHJXODUO\ DVVHVVHV WKH %HG*L\(J (J)IQ O

FXVWRPHUV 7KH *URXS LV IXOO\ FRPPLW % w SSO\LQJ D

TKXPDQ DSSURDFK:- DFURVY DOO RI LWV FKHMHQ&LMICAD WOIGS WMNL YRADCPFOEULQJV WRJIHWK

UHPDLQ D NH\ IRFXV DV GLJLWDO VHUYLFIH\RB DH BGRHWVHEBRGHGHVYV IXQFWLRQV WR PR

DQG UHSRUWYV GLUHFWO\ LQWR WKH *URXSE
&RPSODLQWY DQG UHGUHVV &RPPLWWHH

7KH *URXS FRQWLQXHV WR NHHS SRVLWLYH ®\cld@ AR RYD HRFPK RI WKH SULQFLSDO UL
PHPEHUV DQG FXVWRPHUV WR LGHQWLI\ $REFRWYGFRPHY IRDODWH ULVN KDYH D GHIL

VHUYLFH WKDW GR QRW PHHW WKHLU H[9HRVOWINR RN PP HWHHNMIWRRQVLEOH IRU
UHVROYH FRPSODLQWY DV VRRQ DV SRVVREOHIHPHQW RI ULVN

.H\ UHODWHG LPSURYHRAQWWHLQHGXFLQIJIWKHRXS ULVN SROLF\ DQG ULVN DSSHWLW]
WLPH WDNHQ WR UHVROYH FRPSODLQWYV 4P ®lsISu@Rly WEH\ WKH %RDUG DQG WKH
DXWKHQWLFDWLRQ SURFHVV VWUHDPOLQIRPP WKW HPH FRY & W XRSIHAIR IWKH HITHFWLY
DQG PDWXULQJ MRXUQH\V DQG LPSURYL@ddHWMHHIPP FBIDEBHRWWNH ULVN

&RQGXFW DQG FRPSOLDQFH ULVN E&XWORMHNULYN RXWORRN

ODQDJHPHQW RI FRQGXFW DQG FRPSOLDQRHLWIVN DW MIKHURMRXSLOO EH IRFXVHG R
ZLOO FRQWLQXH WR VHHN DOLJQPHQW ZLyWcVWEKHOUVIH¥OOWBYDLOVW WKH ODWHVW
SULRULWLHV LQFOXGLQJ FRQWLQXHG HPEHGEGIHRIHRMWWVEKIHFOLPDWH UHODWHG ULVN
&RQVXPHU 'XW\ GHPRQVWUDWLQJ GHOL YW HRJ YIRRRY F ¥ W RAHPYH QW 66 ZKLFK L\
RXWFRPHY WDLORUHG VXSSRUW IRU YXOI@Q"KJEDCEIQHWKNVV@IP\?'WNQJ DSSURDEKHV HPS
LQFOXGLQJ WKRVH LQ SRWHQWLDO ILQD QAL FRLY W ES QMW W R PRIOMMVWB SK\WWLFDO D
EDQNLQJ VHUYLFHV SUHYHQWLRQ GHWHEWRRQUPHRSCDQG KRUL]JRQ VFDQ IRU LPSDF\

UHLPEXUVHPHQW RI DXWKRULVHG SXVK S®YRNAW I&HPYH0 PG QW Vv
RSHUDWLRQDO UHVLOLHQFH

.H\ LQWHUQDO DFWLYLWLHV ZLOO FRQWLQXH WR IRFXV RQ DOLJQLQJ
DSSURDFKHV DFURVV WKH *URXS IROORZLQJ WKH DFTXLVLWLRQ RI
WKH %DQN DQG HQVXULQJ FKDQJH LV GHOLYHUHG VDIHO\

E @IX FDO DQG WUDQVLWLRQDO ULVN |
H F GHUHG DJDLQVW
:!‘%6 % W\&V%—I%b LHV LQFOXGLQJ

éﬁr

SOLDQFH OLTXLGLW\ D

6RXUFH )LQDQFLDO &RQGXFW $XWKRULW\ FRQWH[WXDOLVDWLRQ GDWD IRU WKH FRPELQHG *URXS IRU WKH VL[ PRQWKYV W|
6RXUFH )LQDQFLDO &RQGXFW $XWKRULW\ FRQWH[WXDOLVDWLRQ GDWD IRU WKH EDQNLQJ DQG FUHGLW VHFWRU IRU WKH \
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S5LVN &DW Fdukoldil HV

2SHUDWLRQDO UHVLOLHQ EYHYY WHARLOBMWHY UHVLOLHQFH FDSI

WKURXJK VHYHUH EXW SODXVLEOH GLVU
2SHUDWLRQDO UHVLOLHQFH ULVN LV WKH URLRV/QII MUKPD BVEWE HWW\UW RSPV HW LPSDFW WRC
DELOLW\ WR SUHYHQW DGDSW UHVSRQG, _UHFRYHU DQG OHDU
IURP RSHUDWLRQDO GLVUXSWLRQV LV LQXB)QH.'?E%%%}/VW@HHWJ%ké'jV‘LWRQ RIWKH %D
KDUP WR PHPEHUV DQG FXVWRPHUV wKkKHIRYEYL QRS RWHRHI HQWV FRQWUROV
RU FRQILGHQFH LQ WKH ZLGHU |LQDQFLD§D\7\UV\}§HHQ DOLJQHG DQG LQWHJUDWHG W

RDFK DFURVV WKH HQODUJHG *URXS
2SHUDWLRQDO UHVLOLHQFH ULVN

UHVLOLHQFH ULVN
2SHUDWLRQDO UHVLOLHQFH LV D WKHPDW 9G LV WKHUHIRUH
H[SRVHG WRO ULVNV DULVLQJ IURP ILYH K

DO UHVLOLHQFH |
F\EHU VHFXULW\ GDWD WKLUG SDUWLHYV Véﬁ%‘W\SQG EHQFKPDUNI
7KHVH DUH UHIHUUHG WR DV WKH 3LooDVUWHER

DFWLFHYV
2SHUDWLRQDO UHVLOLHQFH ULVN LV PRQOMVRYRELRRY P

P

WHRRI {RXREFOWLRQ IRU
UHVLOLHQFH LQGLFDWRUV VHW DJDLQVWPREFRRAMBE RERASYLWLFDO VHUYLFHV
UHVLOLHQFH SLOODUV 7KHVH LQGLFDWR®N "B 9%‘6\’@@9&%”6 WR VWUHQJW
*URXS V ULVN DSSHWLWH DQG WROHUDQ|5’\4|{|*|’QUU(LR vy AW VR XODUOY LQ DUHDV VXF

3HUIRUPDQFH DJDLQVW WKHVH PHDVXUHY (gv A YR TIEgLVE\)IStHR_QVJWRulH\
HVWDEOLVKHG JRYHUQDQFH IRUXPV HQV &UJN P\?lg‘lRP WEH SRV
WKH *URXS V UHVLOLHQFH SRVWXUH DQG LF[\%:\ b\%aj Q

0

UHVSRQG UHFRYHU DQG PDLQWDLQ GH yLWA 7KH:/H LQLWLDW
EXVLQHVV VHUYLFHV WK UHJXODWRU\ H[SHFWDW

L
URDGHU VWUDWHILF REMHFWLY'
7KH *URXS KDV LPSOHPHQWHG HPEHGGH

DQG LOXHV
WR LQYHVW LQ D UREXVW UHVLOLHQFH |UB‘P%%WUFNS BD QAP WA OLHQFH ULVN
RSHUDWLRQDO UHVLOLHQFH ULVN DQG D'%\?\?

M{%%{p MG~ WKH URXS V SURDFW
UHJXODWRU\ RU UHSXWDWLRQDO ULVNV BXYWW HUHSDUDWRUY ZRUN

DSSHWLWH 7KLV LQFOXGHV LGHQWLILQMHFSRGYD EW G % G RIHRXRXV LPSURYHPHQ
VHUYLFHV VHWWLQJ LPSDFW WROHUDQFMAR B%WWH%W’M 1 /WKVWDQRG DQG UHFR

FDSDELOLWLHV DJDLQVW VHYHUH EXW S L 0 Fy B SRNLRQV 7KLV IRUZDUG
HOVXUHY WUDOQVSDUHQF\ RI UHVLOLHQFH

,Q WKH *URXS FRQWLQXHG WR VWUH QMW IQHRUFHVLORAQRBHQFH LQ WKH *URXS V
FDSDELOLWLHYVY WKURXJK VFHQDULR WHVWHREHWX IDUEGEE SDUMARPIHMIN/  PDLQWDLQ FUL
DVVHVVPHQWY DQG WHFKQRORJ\ UHVLO LHEFRFMHFWR IUPFREHMD O VWDELOLW\

ODQDIJHPHQW RI RSHUDWLRQDO UHVLOLHQFH ULVN

7KH *URXS PDQDJHY RSHUDWLRQDO UHVLOLHQFH ULVN WKURXJK LWV
RSHUDWLRQDO UHVLOLHQFH SROLF\ VXSSRUWHG E\ D FHQWUH RI
HIFHOOHQFH &R( PRGHO WKDW SURYLGHV H[SHUWLVH

JRYHUQDQFH DQG RYHUVLJKW DFURVY DOO UHVLOLHQFH SLOODUYV
7KLV PRGHO HQVXUHV FRQVLVWHQF\ VFDODELOLW\ DQG
DOLJQPHQW ZLWK UHJXODWRU\ HI[SHFWDWLRQV

.H\ FRPSRQHQWY RI WKH RSHUDWLRQDO UHVLOLHQFH &R (V
LQFOXGH

$ ,QFLGHQW DQG FULVL&RRUGLITPHIQW UDSLG
UHVSRQVH DQG VWUDWHJILF GHFLVLRQ PDNLQJ GXULQJ
RSHUDWLRQDO GLVUXSWLRQV WR PLQLPLVH LPSDFW RQ FULWLFDO
VHUYLFHV

¥ &KDQJH JRYHUQMRBHY WKDW FKDQJHV WR
V\VWHPV SURFHVVHV RU VHUYLFHVY DUH DVVHVVHG
DSSURYHG DQG LPSOHPHQWHG ZLWKRXW FRPSURPLVLQJ
UHVLOLHQFH

$ %XVLQHVV FRQWLQXUWDEBODWHWS$ODQV DQG
SURFHGXUHV WR PDLQWDLQ RU TXLFNO\ UHVWRUH FULWLFDO
RSHUDWLRQV GXULQJ GLVUXSWLYH HYHQWV

¥ 7KLUG SDUW\ FROQQYDQOKVWWHVLOLHQFH ULVNYV
DVVRFLDWHG ZLWK H[WHUQDO VXSSOLHUV DQG SDUWQHUV WR
HQVXUH FRQWLQXLW\ RI RXWVRXUFHG VHUYLFHV

¥ 5SHIXODWRU\ DODI@QPHIIWY FRPSOLDQFH ZLWK
RSHUDWLRQDO UHVLOLHQFH UHJXODWLRQV DQG HPEHGYV
VXSHUYLVRU\ H{SHFWDWLRQV LQWR JRYHUQDQFH DQG
FRQWUROV

_<
Cr
o
Tu

P
O'U
T

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



2XU DSSURDFK WR FO

2XU DSSURDFK WR
FOLPDWH FKDQJH

LOFOXGLQJ FOLPDWH UHODWHG ILQD

7KLY VHFWLRQ RXWOLQMWKRd&RVZRO K H

& WH *RYHUQDQFH
*URXS LV UHVSRQGLQJ&W U
FOLPDWH FKDQJH DQG soQb X Gl obiHPHowO

LWV FOLPDWH UHODW HG&YYF® BRQ FAVD'®V
GLVFORVXUHYV

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV



&OLPBWBIDWHG JLODQFLDO

,QWURGXFWLRQ

7KLV VHFWLRQ VHWYV RXW RXU XQGHUVWDQGLQJ RI WKH LPSDFW RI FOLPDWH FKDQ.
FRYHUV WKH DFWLYLW\ ZH FRPSOHWHG GXULQJ DQG KDYH SODQQHG IRU DQ
FDSWXUHV KRZ ZH DUH SURJUHVVLQJ RXU XQGHUVWDQGLQJ RQPODKIR D R XEHD Q JOHV D (
KRZ ZH DUH EULQJLQJ WRIJHWKHU WKH 6RFLHW\ DQG %DQN WR KDYH RQH RYHUDUF¥

7KH *URXS VXSSRUWV WKH UHFRPPHQGDWLRQV SURYLGHG E\ WKH )LQDQFLDO 6WDE
JLQDQFLDO 'LVFORVXUHV 7&)" 7KH LQIRUPDWLRQ GLVFORVHG ZLWKLQ WKLV UHSR
WKH ULVNV DQG RSSRUWXQLWLHY DVVRFLDWHG ZLWK FOLPDWH FKDQJH LQ D ZD\ W
JXLGDQFH ZKHUH DSSOLFDEOH

7KH 35%$ V QHZ 6 XSHUYLVRU\ 6WDWHPHQW 66 (QKDQFLQJ EDQNV DQG LQVXUHU
HITHFWLYH IURP '"HFHPEHU 7KH *URXS LV DVVHVVLQJ WKLV QHZ JXLGDQFH DQG
LOQOFRUSRUDWHG DSSURSULDWHO\ DQG SURSRUWLRQDWHO\

7KH *URR WY QWBWXUH LWV FOLPDWH UHODWHG GLVFORVXUHV IXUWKHU WR DOLJQ
MRXUQHWHFRJIJQLVH WKDW WKLV LV D FRPSOH[ GHYHORSLQJ DERQWIQXHIS/RW W HXJIR C
DQG GHYHORS LQ OLQH ZLWK HQKXYMHGE H[MWHBQBPDWXRGDLYFBHWDLOHG ZLWKLQ WK
5HSRUW ZKLFK LV DYDLODEOH DW ZZZ WKHFRYHQWU\ FR XN

7KH )RXU 3LOODUV RIGOLEDYHLBKWWODWHORYV XUHYV

|"‘“““““““““““llR|"‘“““““““““““ll
V

XS-V

H

DQG

VLRQ

'"HILQLWLRQV

:KHQ ZULWLQJ WKLV FOLPDWH VHFWLRQ RI WKH $QQXDO 5HSRUW ZH YH WULHG WR
+RZHYHU ZH UHFRJQLVH VRPH RI WKH ODQJXDJH LQ WKLY UHSRUW UHTXLUHV IXUW
LQFOXGHY GHILQLWLRQV RI NH\ WHUPLQRORJ\ XVHG LQ WKLV VHFWLRQ 7KH *URXS
EHORZ DQG UHIOHFW LQGXVWU\ VWDQGDUGYV

(PLVVLRQV

6FRSH '"LUHFW JUHHQKRXVH JDV *+* HPLVVLRQV WKDW RFFXU IURP RXU RZQ RSHU
XVDJH DQG IXJLWLYH HPLVVLRQV

6FRSH ,QGLUHFW *+* HPLVVLRQV DVVRFLDWHG ZLWK WKH SXUFKDVH RI RXU HOHFW

6FRSH 7KH UHVXOW RI DFWLYLWLHV IURP DVVHWY QRW RZQHG RU FRQWUROOHG E\

LPSDFWV LQ LWV YDOXH FKDLQ ,QFOXGH DOO VRXUFHV QRW ZLWKLQ DQ RU.
VHSDUDWHG LQWR WKH IROORZLQJ WZR FDWHJRULHYV

6FRSH XSVWUH®RVLQHVV WUDYHO E\ PHDQV QRW RZQHG RU FRQWUROOHG E\ WKH *URXS Z
SXUFKDVHG JRRGVY DQG VHUYLFHV

6FRSH GRZQVW/KHDRPLVVLRQV IURP RXU ILQDQFHG DFWLYLWLHVY WKURXJK WKH *URXS:-V RS

5LVN 7\SH

3K\VLFDO 7KH SK\VLFDO ULVNV DULVLQJ IURP WKH GLUHFW LPSDFWV RI FOLPDWH FKD
DV KHDWZDYHV IORRGVY DQG VWRUPV DQG ORQJHU WHUP VKLIWV LQ WKH F(
H[WUHPH ZHDWKHU YDULDELOLW\ VHD OHYHO ULVH DQG ULVLQJ PHDQ WHPS
DVVHWY EXVLQHVV GLVUXSWLRQ DQG FKDQJHV LQ LQGLYLGXDOV KHDOWK |
LPSDLUHG DVVHW FROODWHUDO YDOXHYV

7TUDQVLWLRQ 7KH ULVNV DULVLQJ IURP WKH SURFHVV RI DGMXVWPHQWY DV ZH WUDQVLWL
FRXOG DULVH IURP WHFKQRORJLFDO LQQRYDWLRQV SROLF\ GHFLVLRQV DQ
LQ WKH YDOXH RI DVVHWY DQG OLDELOLWLHVY LQFUHDVH WKH FRVW RI EXVL
UHVXOW LQ FKDQJHV WR FRQVXPHU VSHQGLQJ KDELWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&OLPDWH 5HODWHG )LQDQF

FRQWLQXHG
7KH WDEOH EHORZ RXWOLQHY WKH *URXS V SURJUHVV RQ LWV FOLPDWH MRXUQH\ Z

t

6WUDWH Jas

$FKLHYHPHQWV JXWXUH DFWLYLW\

7KH 6RFLHW\ KDV PDLQWDLQHG #(QRXSBHWRWXRDUG DQG VHQLRU PDQ
GHPRQVWUDWLQJ FRQWLQXHG KLFRYWD®GED WRVUHF RXYUH DW OHDVW D
(6* DSSURDFK WUDLQLQJ DQG HGXFDWLRQ

&RQWLQXHG RYHUVLJKW RI FOLRDRWRIQWKQRHHWRKHWRKIKH FOLPDWH JRY|
WKH %RDUG FRPPLWWHH JRYHUQIZQWH X\WGRPWXUMR 35%$ JXLGDQFH LQ
ZLWK SHULRGLF %RDUG DQG 6HQLRILYB GRMPHOW RXWFRPHV
XSGDWHV RQ &OLPDWH 5LVN GHYHORSPHQWYV

'"HVLJQDWHG 6HQLRU ODQDJHPHQW )XQFWLRQ 60)

ZLWK DFFRXQWDELOLW)\ IRU WKH ILQDQFLDO ULVNV DULVLQJ

IURP FOLPDWH FKDQJH

$ 1RQ ([HFXWLYH 'LUHFWRU ZKR LV GHGLFDWHG WR
FKDPSLRQLQJ (6* DW WKH %RDUG

&RQWLQXHG RYHUVLIJKW RI HIWHUQDO GHYHORSPHQWYV
DQG WUHQGV DFURVV (6*

,PSOHPHQWHG *URXS JRYHUQDQFH VWUXFWXUHYV ULVN
IUDPHZRUNV DQG SROLFLHV WKDW VXSSRUW HIIHFWLYH
RYHUVLIJKW DQG PRQLWRULQJ RI FOLPDWH ULVN
PDQDJHPHQW DFURVYV WKH *URXS HQWLWLHYV

(PEHGGHG FRQVLGHUDWLRQ RI FOLPDWH ULVN ZLWKLQ
WKH *URXS V SURGXFW DSSURYDO SURFHVYV

(QKDQFHG RXU DVVHVVPHQW RIMWKHNHQRSVXWKHU RXU JUHHQ SURGXF

RSSRUWXQLWLHVY RI FOLPDWH FKRQJIDIWR IRMK EXYLFEHPEHUY DOG FXVW
PRGHO VXSSRUW D JUHHQ WUDQVLWLRQ DV X
,GHQWLILHG VWUDWHJILF SDUWQHIRNBKR FHQWK MRSSRWWR QG UHJXODW
ULVH WR WKH FOLPDWH FKDOOHQJH

&RQWLQXHG WR RIIHU RXU JUHHQ PRUWJDJH SURGXFW
WR HOLJLEOH PHPEHUV DQG FXVWRPHUV

'"HOLYHUHG 6XVWDLQDELOLW\ bHSRUWV LQ DFFRUGDQFH
ZLWK *5, VWDQGDUGYV

'"HYHORSHG RXU *URXS HQYLURQPHQWDO DQG 1HW
=HUR DSSURDEFK

&RQWLQXHG VXSSOLHU HQJDJHPHQWYV FROOHFWLQJ

DFWXDO VXSSOLHU VSHFLILF HPLVVLRQV GDWD WR

VXSSRUW RXU PRYH IURP VSHQG EDVHG HPLVVLRQV

HVWLPDWLRQ WR D K\EULG DSSURDFK

ODLQWDLQHG FOLPDWH ULVN DVIRRQWHQRH\VZRWKLYQLRXDHQGLQJ SROL
(QWHUSULVH 5LVN ODQDJHPHQW )UBPBIZKRW N REXWK DMR SRWHQWLDO FO
HOHYDWHG SURILOH DV D WKHPPW{FHBIRMNRXU GDWD FDSDELOLWLHV W
&RQWLQXHG WR UHYLHZ RXU GDW®KIVMK O HMBE MWW IMRVLWLRQDO ULVN
SK\VLFDO DQG WUDQVLWLRQ ULVNRXW RRFRMMOLIQXIHDWR BHFAVLRQ PDNL
RXU XQGHUVWDQGLQJ RI RXU SRWHRWG PP kIXYRYEWID WIHR. VN PDQDJIHPH(
FOLPDWH ULVNV DFURVV WKH *URXSHQDULR DQDO\VLY FDSDELCLW)\ LQ
,QFRUSRUDWHG FOLPDWH ULVN PR6EBDWHYIWR G5B JXQGLYFH LQ 66
ZLWKLQ RXU ,&%$%$3 SURFHVV

,QFRUSRUDWHG JURXS ZLGH FOLPDWH ULVN PHDVXUHV

DQG .5,V ZLWKLQ RXU ULVN DSSHWLWH VWDWHPHQW

'"HYHORSHG D JURXS ZLGH &OLPDWH 5LVN 3ROLF\
5HPDLQHG FDUERQ QHXWUDO IR SRQUNVRDXRSNMRUBWREBYN RXU 1HW =HUF

&RQWLQXHG WR SXEOLVK FDOFXO3IFWLR QN R R Ididr Mé | WAKKIHL QFUH DV HG
*URXS V HPLVVLRQV 6FRSH D&R& WKH *URXS IROORZLQJ DFTXLVLWLI

'"HYHORSHG WKH *URXS V 1HW =HERODWLOKDbRKR WRKRZROYH DQG PDNH S

ZH LQWHQG WR GHFDUERQLVH RXU SODQ PRQLWRULQJ LQWHUQDO LC
VFHQDULRY WR GULYH WKH UHTXLUHC

¥ )XUWKHU GHILQH PHWULFV DQG WDUJ
SK\WVLFDO DQG WUDQVLWLRQ ULVNV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&OLPDWH *RYHUODOFH

%RDUG RYHUVLJKW RI FOLPDWH ULVNV DQG RSSRUWXQLWLHV

%RDUG

&RPPLW %RDUG 5 IRPLQDWL

&RPPLW *RYHUQD(
&RPPLW

H

u V DUH LQ
DJH

| V DQG
HY DW %RI

7TKH %RDUG KDV XOWLPDWH DFFRXQWD E I{ pHAMXW RYHWKRPPLWWHH PHHWLQJY DGGUHYV
PDQDJHPHQW RI DOO ULVNV DQG RSSRUWPOPQIWHWKHY ZHWBRWIDQMHMRDO RXWSXWYV UHY|
FOLPDWH FKDQJH DV ZHOO DV RXU EURDGHUWISISUBRKE WRFXWLYH WHDP KDV RYHU
VXVWDLQDELOLW\ ,Q IXOILOOLQJ LWV URQHRDWPHQWDRG GGHORIBWHWOLPDWH PDW
VRPH RI LWV UHVSRQVLELOLWLHY LQ WKVUXVWDVUBRBIDQWRLW KW \FIRPHPQ@DVHRHOLPDWH WRSL
GHVFULEHG DERYH 'HWDLOV RI KRZ WKHVWWRXS HYEXYRDRBRGW UQY¥RSSRUWXQLWLHV
PDQDJHPHQW PRUH JHQHUDG®VUHDQ EH IRKMQGLR DQG HQHUJ\ HIILFLHQF\ LPSURYH

7KH %RDUG IXOILOV LWV UHVSRQVLELOL% ng,swgigﬁLwéES){)%%F@SWRLVRDQO\S/ORDQQV
v o

XSGDWHV XQReYPDWLRQ RQ FOLPDWH UH HY @%
D SDUW RI WKH %RDUG-V DQQXDO VWUD V3(B H\(J>I(_%POLWWLQJ WKH ODW

b
PDWWHUYV DULVLQJ IURP WKH DVVHVVPH | gLPDWH ULVNV DQG

RSSRUWXQLWLHY DUH FRQVLGHUHG DQG7®\ (BFWWRHHW LGH OWRASHGEKDRUHG E\ WKH
DGGUHVV VXFK FKDOOHQJHY DUH HQGR UYIHIGF HILG QLMY RHZNOIDQ GWHKHG RUVHY PDWHULI
%RDUG DSSURYHG WKH DQQXDO EXGIJIHWEHWYGRUYHBRAIWILON\H &RPPLWWHH W GHYHOF
DOORFDWHG DPRXQWYV VSHFLILFDOO\ GHEHDQDWHGRRWKH:G GOHRMWOAIIDQG VXVWDLQL
FOLPDWH ULVNYV D NH\ UROH LQ VHWWLQJ DQG RYHUVHHLQJ

7KH %RDUG UHFHLYHG WZR GHWDLOHG X 8[% WY V\%( \9 R L%?%?V\TFRUQV\'
PDWWHUYVY DQG DSSURYHG WKH *URXS V \¢ %{@H{z L\N\}KNHUV
DQG WKH PDWHULDO HOHPHQWYV RI WKH 6X L LO 'Y3

SBHUIRUPDQFH DJDLQVW NHUKHESRRNWHGL WAV KHUHHFXWLYH 5LVN &RPPLWWHH (5& FKI
WKH %RDUG RQ D TXDUWHUO\ EDVLVY DQRYHYYHHAENG-E@LPDRDWKDWOANDRDQDJIJHPHQW U

SDUW RI WKH %RDUG V VXVWDLQDELOLWXSGDWWW\WRQ ULVN DSSHWLWH PHDVXUHV D

7KH %RDUG UHFHLYHV VXSSRUW IURP D (S IXHo o 7\K||3-IQ&GOIL_JPHS\(VIEZ?/LL\J/DIJ)XROUDXV'\:;
([HFEXWLYH 'LUHFWRU 6KDPLUD ORKDPPH\ﬁ JHPHOQW DQG GDWD ¥
WKH %RDUG (6* FKDPSLRQ ,Q DGGLWLRQ,_E F P‘g %9 ALY HRUXPV

IRUPDO %RDUG PHHWLQJY DGGUHVVLQJ K \lﬁ \ @v\lﬁ IEE N' UHODWHG PD\
HIWHQGV WR UHJXODU HQJDJHPHQW ZLWK RH *UR ( LY

WHDP DQG FROOHDJXHV LQYROYHG LQ WKR¥ U HLH GDWAHHO SHRDNRWRB QFH JRDOV DUI
UHYLHZ RI FOLPDWH UHODWHG PDQDJHPHEA@WXIQHBDWDRQROQUH RXWOLQHG ZLWKLQ W

ODQDIJHPHQW RYHUVLJKW RI FOLPDWH UI—?gB%I(EI%UIP\yY/IXRHQ?EHERUW RQ

7KH &KLHI ([HFXWLYH KROGV WKH XOWLPDWH UHWSRQVLELOLW\ IRU

H[HFXWLYH RYHUVLJKW RI FOLPDWH UHORWHG RRWWiH WR AWK DAL WK *BIRXSHD J X -
WR GD\ UHVSRQVLELOLWLHV GHOHJIDWHGR W Ry MG &K b3 | BAYDIHG WA B 1 WKH FOLPDV
&52 LQFOXGHV VKDULQJ RXU HQYLURQPHQWDO

7KH UHVSRQVLELOLW)\ IRU PDQDJLQJ ILQDBEEBY DWW KB NR G KDWY WHE SWRIJUDPPH DYDL
FOLPDWH FKDQJH LV GHVLJQDWHG WR WRHUYBRQ I ROHO WYY WR HGXFDWH RQ St
WKH 6HQLRU ODQDJHPHQW )XQFWLRQ 60)RRMIVLORORQAG® R ByH OHDUQLQJ WRRC
HQVXULQJ WKDW FOLPDWH UHODWHG ILQDQFLDO ULVNV DUH

DSSURSULDWHO\ LQWHJUDWHG LQWR WKH ULVN PDQDJHPHQW

IUDPHZRUNV DOORZLQJ WKH *URXS WR LGHQWLI\ PHDVXUH

PRQLWRU DQG UHSRUW LWV H[SRVXUH WR WKHVH ULVNV

&RYHQWU\ %XLOGLQQERMMWNSRUW $FFRXQWYV



&OLPDWH 6WUDWHJ\

LQIRUPDWLRQ DQG GLVFORVXUHV UHJDUGL

‘H UHFRJQLVH WKDW FQ WRDOWMIRQV WR KHOS GHOLYHU RXU

ULQIRUPDWLRQ R

FKDQJH LV D FULWLF D Ol W Mool v 1R 6 R Xk i P HW U LEY D0
VWDNHKROGHUV DV Z/HBY DV IRU

ZLGHU VRFLHW\ 7KH LRESHEWWR hivw wuooviwirg wk
FOLPDWH FKDQJH DOYR “SR/YH YWREN FDOQRW EH VROVHG ¢

H UHFRJQLVH WKDW EURDGHU SROLF

SRWHQWLNB/ R X U EXVL(%LlﬁQ\l:IVFDQW FURVV LQGXVWU\ FROODERUT
ZKLFK QHHG WR EH HITREMWIEIEOVubuinw 1 bun zrinte
PDQDJHG RQ EHKDO| FPORLXRIVLRQV VXFK DV WKH *UHHQ )LQD

DOG 8: JLODQFH VXSSRUWLQJ FURVV LQGX
PHPEHUV DQG FXVWRIRPWMBJINIURXSY WR GULYH VXVWDLQDEOH
VROXWLRQV :H DOVR ZRUN DQG SDUWQHU

RUJDQLVDWLRQV WR LQFUHDVH RXU H[SHU

FXVWRPHU SURSRVLWLRQV DURXQG WKH D!

7KH DFTXLVLWLRQ RI WKH %DQN KDV PHPQWHVKKHE JURDMHVW LPSDFW LQ UHGXFLQ
WRJHWKHU RI WZR EXVLQHVVHV DQG DV\RRMBAHK GV QWK IAR QW HDOMKIDD OHQJLQJ REME
VWUDWHJILHV DV ZHOO DV WKH H[LVWLQW KIPQN VIR QIS FOUMEDWY WUWHRWOA P IRU DV VXS
RI ERWK $V D UHVXOW RI WKLV WKH *U RXSG KDMW WRRHQVWKHRXU SXUSRVH 7KHUHII
RSSRUWXQLW\ WR UHIUHVK RXU 1HW =HUWRRWIRQW WLWRWH WRLWIKVFXVVLRQOV GXULQ.
DV D EDVHOLQH :H EHOLHYH WKDW JLYHQ WKH VFDOH Rl WKH
ZRUN WR EULQJ WKH *URXS-V DFWLYLWLHY V%WRQ&/L@/FHQ HY SRR FH RXU XQ
D FUHGLEOH WDUJHW DQG LV FRQVLVWH %LEP&)’W WEkMNg HISRVXURYV ZKLFK LQFOXGH

GDWHV RQ KH SK\VLFDO DQG WUDQVLW
*RYH PHQW- -V WD H 3DULV
ve Q U W IDIQRH Y WH 3D U PRUWJDJH ERRN 7KH &OLPDWH 5LVN 0DQD.

2XWURXS DPELWLRQ UHPDEEWXB@FKDQIJHW KLY UHSRUW LQFOXGHV IXUWKHU LQIRUPI
FRPPLWWHG WR ILQDQFLQJ WKH WUDQVLWIRUR VRKDWRRXZVEQUBRHQDULR DQDO\VLYV
HFRQRP\ ‘:H UHFRJQLVH WKDW RXU FUHGCDL@GGONLWD QRQLWARIRUMINM DQG WKH RXWFRI
RXU FXVWRPHUV DQG PHPEHUV RQ WKHLDWHW ¥PIHGWAM XKQM\EDQHEH IRXQG RQ

GHSHQGYV RQ RXU DELOLW\ WR OHDG E\ H[DPSOH 7KDW_LV ZK\ ZH
DURRPPLWWHG WR EH RSHUDWLRQDOO\ HwW MU R 8 &u RASWRHWV XQLWLHV TURP

"URXS E SHGXFLQJ RXU RZQ HPLVVLRQVIh UYMWy FKDQIH SUHVHQWY ERWK ULVNYV
GHPRQVWUDWHY DFFRXQWDELOLW\ DQG @%RHY,\LMVSQ/Ig%\QL LWRORIEWO LPSDFWLO

LQIOXHQFLQJ WKH ZLGHU WUDQVLWLRQ WEHBAWLREY 'b8BHFERIcHU vwubwHI $\
DFWLYLWLHV ZLWKLQ WKH *URXS V (50) WKH LPSDFWV R

2XU FOLPDWH VWUDWHJI\ LV FRQVLVWHQWUAH WR RKE 4N HSRIP bW WKH SULQFLSD
DSSURDFK WRDEXDLRQHWVXDO FRPPLWWHG WRRKURXU VWUDWHILF GHFLVLRQ PDNLQJ
PHPEHU® WKH *URXS FRQWLQXHG WH RANAVHENGLWE WRSSRUWLQJ D MXVW DQG
SRVLWLYHO\ FRQWULEXWH WR DGGUHVVIORKE W RIWNE BRQHURRMRIPR Fikd O ® WQEHDXIDUGLQ

FKDOOHQJH DV ZHOO DV HIIHFWLYHO\ PDIOIVOROMRH AKLWN QW R XGHV HQJIDJILQJ ZLW
EXVLQHVYV FXVWRPHUNRSGBNXHQQRYDWLYH JUHHQ ILQD

SURGXEWY DQG OHYHUDJLQJ RXU GDWD LC
‘H FRQWLQXHG WR XSGDWH RXU 1HW :HLbeé@@@ UYRWWLQJ DQG

DJUHHLQJ RXU SODQV WR DFKLHYLQJ RXU FOLPDWH UHODWHG
WDUJHWV DQG DPELWLRQ RYHU WKH VKFPHORBHIRQAH[KBDEVE®RIH VXPPDU\ RI WKH F
WHUP :H DUH FDUERQ QHXWUDO IRU RXWPREQMRENUDMELRQV DV D

*URXS 2XU 6XVWDLQDELOLW\ 5HSRUW FDSWXUHV IXUWKHU

7&)' DUHD\V RI &0OLPDWH '"HVFULSWLRQ
RSSRUWXQLWSSRUWXQLWLHYV
SBURGXFWYV DQ@WHHQ ILQDQFH '$Q RSSRUWXQLW\ IRU WKH *URXS WR RIIHU LQQRY

BHUYLFHV ZKLFK KHOS ERUURZHUV WR UHGXFH WKHLUJ FDUE
HQHUJ\ HIILFLHQF\

S5HVLOLHQFH (GXFDWLQJ DQG 6XSSRUWLQJ RXU PHPEHUV DQG FXVWRPHUV ZLWk
FRPPXQLFDWLQJ ZHVUWK BRE OHYHUDJLQJ SDUWQHUVKLSY DQG RXU

PHPEHUV DQG FXPRBRH®HEVFRQVFLRXV FXVWRPHUV DQG IXQGLQJ
ODUNHWYV $FFHVV WR JUHH @\ WXGSRUWLQJ D IDLU WUDQVLWLRQ WR 1HW =HL
RSSRUWXQLWLHY WR REWDLQ JUHHQ UHWDLO RU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&OLPDWH 6MLDMW HJ\

5HWDLO 7UDQVLWERPOOFWY RQ YDOXDWLRQV RI SURSHUWLHYV GXH WR SRWHQWLD
&UHGLW|5LVN IRU PLQLPXP HIILFLHQF\ VWDQGDUGY (3& OHWULFV OLQNHG )
WKH KHDGLQJ 7UDQVLWLRQ 5LVN RI WKH ULVN PDQDJHPHQW
t %RUURZHU DIIRUGDELOLW\ GHFOLQHV OHDGLQJ WR KLJKHU DU
HQHUJ\ FRVWVY VWUXFWXUDO FKDQJHV LQ WKH HFRQRP\ WDJ |
VSHFLILFDOO\ RWKHU WUDQVLWLRQDO LPSDFWV RQ ERUURZH!
t " HWHULRUDWLRQ LQ ERRN TXDOLW\ DQG PL[ LI ZH DUH QRW VH
FXVWRPHUV RU ZH GR QRW FRPSHWH ZLWK FRPSHWLWRUV SUI
KLJKHU UDWHG (3& RU HTXLYDOHQW SURSHUWLHYV
3K\WLFDOf +RXVHV DUH GDPDJHG RU EHFRPH XQLQKDELWDEOH GXH WR SK
t 3URSHUWLHY EHFRPH XQLQVXUDEOH RU SUHPLXPV LQFUHDVH ¢
DIIRUGDELOLW\ DQG SURSHUW\ YDOXDWLRQV
2SHUDWLROQDQVLWEBHESXWDWLRQDO DQG ILQDQFLDO LPSDFWV EHFDXVH RI WKLUG
5LVN FOLPDWH FRPPLWPHQWYV
t 3BRWHQWLDO IRU OLWLJDWLRQ IURP IXWXUH LPSDFWV RI FOLPLC
t 1HZ DUHD IRU SRWHQWLDO PRUWJDJH IUDXG WKURXJK WUDQVL
UDWLQJV IRU SURSHUWLHYV
3K\WLFDOf $GYHUVH LPSDFW RQ EXVLQHVY FRQWLQXLW\ EHFDXVH RI GDPI|
LQIUDVWUXFWXUH RU IDLOXUH RI VXSSOLHUV WR SURY|LGH FU
ULVNV
t 5LVN WR HPSOR\HH KHDOWK DQG VDIHW\ LQ H[WUHPH ZHDWKH!

&RQGXFW7UDQVLWERFRUWURZHUYV LQ ORZHU (3& UDWHG SURSHUWLHY DUH VXEMHFW

DQG WR DIIRUG UHWURILW FRVWV SRVVLEO\ UHVXOWLQJ LQ PRUW
&RPSOLDQFH QRW PHHW DIIRUGDELOLW\ UHTXLUHPHQWYV
SLVN + ,QDGHTXDWH RU PLVOHDGLQJ LQIRUPDWLRQ DERXW FOLPDWH

GDPDJH DQG HURGH FXVWRPHU WUXVW

¥ QFUHDVHG UHJXODWRU\ FRPSOLDQFH DQG FRVWY DVVRFLDWH
HQKDQFHG HPLVVLRQV RU RWKHU FOLPDWH UHODWHG LHSRUW

ODUNHW| 3K\VLFDO% ,PSDFWV WR PDUNHWYV DULVLQJ IURP SK\VLFDO RU WUDQVLWLT
7TUHDVXUVUDQVLWLRHJPKDQJH PDUNHWY RU LQWHUHVW UDWH PRYHPHQWY DQG LQ
&UHGLW|5LVN QHW LQFRPH IURP LWV DVVHWY DQG OLDELOLWLHYV

$  QYHVWRU VHQWLPHQW DQG SUHIHUHQFHV DV WKH\ LQFUHDVL
PDNLQJ GHFLVLRQV

f (6* UDWLQJ GRZQJUDGHV DQG FUHGLW UDWLQJV GRZQJUDGHYV
LPSDFW WKH YDOXH RI VHFXULWLHYV KHOG DQG ZKR ZH FDQ RS

ILTXLGLW3K\VLFDOt ,QDELOLW\ WR DFFHVV ZKROHVDOH PDUNHWYV GXH WR ODFN RI

JXQGLQJ 7TUDQVLWERHWDLO IXQGLQJ LV LPSDFWHG DV PHPEHUV DQG FXVWRPHUV
SLVN FOLPDWH FKDQJH

&DSLWDO3KNVNFDOtf $VVHWY GHSUHFLDWH GXH WR SK\VLFDO RU WUDQVLWLRQDO L
7UDQVLWLRHIJCRQV SURQH WR H[ WUHPH ZHDWKHU HYHQWYV

¥  PSRVHG UHJXODWRU\ FDSLWDO DOORFDWLRQ FRXOG OHDG WHF
EH XWLOLVHG LQ RWKHU DUHDV

7THFKQRORUDQVLWERODOXUH WR DGDSW V\VWHPV DQG WHFKQRORJ\ WR WKF UHTXL
'DWD 5LVN LQJHVWLQJ FOLPDWH GDWD LQWR V\VWHPV HPHUJLQJ VXVWDL
FKDQJHV

%XVLQHVYK\VLFDOf %XVLQHVYVY DQG FRPPHUFLDO ERUURZHUV PD\ H[SHULHQFH ILQTE

FRPPHUFIF/DOQVLWLRIXHOWR SK\WLFDO GDPDJH RU WUDQVLWLRQ SUHVVXUHV LQ FD

&UHGLW|5LVN DELOLW\ WR UHSD\ RU UHILQDQFH

ORGHO 5LMNDQVLWERDWO XVHG IRU FOLPDWH PRGHOV LV LQDFFXUDWH DQG RU XQlL
HIWHUQDO VFUXWLQ\ RI FOLPDWH GDWD PHDQ WKDW LQDFFXUI
GLVFORVXUHY FDQ OHDG WR UHJXODWRU\ EUHDFKHV ORVV RI
KDUP

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&OLPDWH S5LVN ODQDJHPHQV

,Q OLQH ZLWK WKH (50) WKH *URXS VHHNV+WRKX® GCWWWMND/QER MMEBODMWKZD\ FRPSDUD
FOLPDWH ULVNV UHOHYDQW WR LWV RSHUDWRLBR&3I/ D QY WRPPARQAMPRWHG HPLVVLRQ
DQG PLWLIDWH WKHVH ULVNV RYHU WLPH SURMH¥WH\G XDHW RQQSADHHFKLQJ RU H[FH
DFURVV WKH *URXS WR VXSSRUW DVVHVVPHQW®W RI WKH SKOQWXDO ,W KLIKOLJKWV Wi
DQG WUDQVLWLRQ ULVN H[SRVXUHV :KHUHUD$SVRBVSHWIHD OVKHWHODWHU \HDUV

KDV EHHQ HQJDJHPHQW ZLWK WKLUG SD g R HOKD @ D
FDSDELOLWLHYV 7KH RXWSXWV RI WKHVH% ® N T mﬁjK\l’DV:((HH V;UVQFGU;F
UHYLHZHG E\ WKH &OLPDWH 5LVN JRUXP ° ! HQ‘%M %/ | Q G

¢ QFLDO ULVN RQ R;
(5& DQG %5& 6FHQDULR DQDO\VLV KDV EHHQ XVHG WR H

5LVN FDWHJRULVDWLRQ DQG ULVN DSSHRLERWK WKH SK\VLFDO DQG WUDQVLWLRQI

7KURXJKRXW D VLQJOH JURXS ZLGH \?;%WQBQ SURBDUGHERRRYHU ZH UHFRJQLVH
GHYHORSHG WR VXSSRUW HIIHFWLYH ULV P H HEY WP B8 BURRVWQRDULR DQDO\VLYV F
WKH FRPELQHG *URXS &OLPDWH ULVN LVBHAHGHERRLIWRU WKH QHHG WR HQKDQFH
7KHPDWLF 5LVN ZLWKLQ WKH WD[RQRP\XQ@REWYVWRQFS R I WLKERH ULVNV LQ DQC
FOLPDWH ULVN EHLQJ D FURVV FXWWLQUI3WLYN- ZK bRk FR @ FPRWHENWD O ULvNY
DFURVV PXOWLSOH RWKHU ULVN W\SHV LQFOXGLQJ FUHGLW ULVN
FDSLWDO ULVN FRQGXFW DQG FRPSOLDGKH ODURKS FPRIGHGOWS X3! LPSDFWYV RI D U
IXQGLQJ ULVN PRGHO ULVN DQG RSHUDWIQROWY IRVWIRQHRWBFOH KKRUW PHGLXF
ULVNSDRI® PDS WKH NH\ LGHQWLILHG SRWROWIRFD IMSDHEFAMLQJI IURP WR 5&3V
WR WKH *URXS V SULQFLSDO ULVN FDWHYRIFRH@LVHG PHWKRGRORJ\ IRU DVVHVVLQ.
LPSDFWYV D(BG WHPSHUDWXUH LQFUHDVHV I
,Q DFFRUGDQFH ZLWK WKH *URXS (50) D yaRXPo&Od PRPMYHSY ¥ NHQFH VLQFH 7KH
3ROLF\ DQG 5LVN $SSHWLWH 6WDWHPHQWoZHkH G DMQ%J DO DVVHVVPHQW
DSSURYHG E\ WKH %5& DQG WKH %RDUG UK b3 WA MK W £ K VT X LUHPHOQWY RI WK F

IRXQGDWLRQDO FRPSRQHQWYV ZLOO HQDRGIHpPW HP|E B39 ﬁé@RUDWRU\ 6FHQDU
FRQVLVWHQW DSSURDFK WR JRYHUQDQFHYy PIRQLWRUWLHOYURKLRSE XVHG 5&3 IRU LWV ¢

<

PDQDJHPHQW RI FOLPDWH ULVNV DFURV\H WKS\ VY RXSKWEKRXYIWKH KLIKHVW EDVHOL
DQG EH\RQG VKRXOG EH QRWHG WKDW WKH &% (6 5&3 UL

'XULQJ WKH *URXS FRQWLQXHG WR HYKPQPUKHWAFHQDULRY PRGHOOHG E\ WKH

XQGHUVWDQGLQJ RI WKH SKI\VLFDO DQG WY RQydWdRAQAK 0 RRWG WHPWKHWYDOXH DwW
LV H[SRVHG WR RYHU D UDQJH RI WLPH KRI-XRYW Y REDEWERWWEHGHIDXOW DQG L
FRPSOH[ DQG VKRUW PHGLXP DQG ORQYWMYP FHPE RYH WX HP® 2XU DQDO\VLV KD\
FOLPDWH ULVN SRVHV WR ZLGHU VRFLHW,RQE BRHVESKWOKYYH D PDWHULDO H[SRV
PRGHO 7KH SK\VLFDO DQG WUDQVLWLRQ ps6¥NY\RRFRERPWW I KRBEHH HYHQ XQGH
FRQWULEXWH WR D VWUXFWXUDO FKDQJK, Rt bW k@b WKb'y | LADQR ZKLOVW ZH FI
VHFWRU DW ODUJH DQG ZH KDYH VRXJIKW R PHAGHELWDAL DK BRI FKk WR XQGHUVW

LPSDFWV E\ XVH RI VFHQDULR DQDO\VLVY\WwypQVLWLRQDO ULVNV ZH EHOLHYH WKDW
\
7KH *URXS HPSOR\V VFHQDULR DQDO\VL UDW@ﬂVHnggggsgkf@J J;HHJJIFA\G;Nﬁé?(%%
RI LWV FOLPDWH ULVN PDQ@DEPHQW i DJ-Q éﬁﬁvaDW"QJV DOG WKF
C
RXU SRUWIROLR 8VLQJ FRPSUHKHQVLYH Aﬁ\ 5{%@} U SRUWIROLR DQG <
ULVNV VXFK DV IORRGLQJ VXEVLGHQFH D
DQG WUDQVLWLRQ ULVNV LQFOXGLQJ W M ZKLEK PD\ KHO
QJ
DOLJQV ZLWK LQWHUQDWLRQDOO\ UHFRJ Iiéy’ i Y DN 2 60 DOVR L
WKH ,QWHUJRYHUQPHQWDO 3DQHO RQ & E%L |—PTU % ,iﬂ% DO\ OHILVODWLRQ W
D
UREXVW DQG FRQVLVWHQW DSSURDFK W 5 o0LQJ
7KH WKUHH HPLVVLRIQWFOXWHKBDLY WKLV ggh%%\UURULVN LQ WKH EXVLQHVV DQG FRF
t /RZ (PLVVLRQV B6FKIQDVERQDULR DVVXPHY WKH SRLQW RI DFTXLVLWLRQ DQG XSRCQ
VLJQLILFDQW JOREDO DFWLRQ WR FXUERRMHPIIARIHE RPYK SKIVLFDO DQG WUDQYV

$SSURDFK WR VFHQDULR DQDO\VLV WKLV ZLOO KDYH LPSOLFDWLRQV ZLWKLQ V
DVVHVV KRZ YDU\LQJ OHYHOV RI FOLPD
F V WR KHOS WKHP XQG
UHODWHG ULVN DVVHVVPHQW GDWD ZH E W \ lElI O LGXEDWH WKHP
B RITHULQJ RXU *U¥
\

3HUIRUPDQFH &HUWLILFDWH (3& UDWL \X%/\' HOHUJ\ HIILF

5HSUHVHQWDWLYH &RQFHQWUDWLRQ 3D o >$/VXULQJ

G

DUH LPDWH ULVN DQDO\VLV LV FDUULHG RXW
HPLVVLRQV FRQVLVWHQW ZLWK OLPLV\WLD%%—@ﬁ P'Bgfvﬂ?uwfﬁl GLVFXVVLRQV ZLWI

E\ PLUURULQJ WKH 5&3 spwkzpKH@S WKE A BUVWDQG DFWLRQV WKH\ F
ZRUOG FRPPLWWHG WR D UDSLG WUDQYYREROMY A BLERZ QD U ER WKH %DQN V
HFRQRP\ PDQDJHUV DQG XQGHUZULWHUV DWWHQGH¢

$ OHGLXP (PLVVLRQV5MBMEDHDRRVLQJ PRGUMIFWMKHU FRYHULQJ FOLPDWH ULVNV DQ
FOLPDWH DFWLRQ WKLV SDWKzD\ LV DN MR g£5Q FRYWW QI RXW GXH GLOLJHC
JOREDO WHPSHUDWXUHV H[SHFWHG Wﬂ’iMﬂ%PQLEWDWHVHPWWV IRUP DQ HVVH
DSSUR[LPDWHO\ 2 f& E\ 7KLV VFIJR(? HR MNP FVFOH JLYHQ ORZ DYDLODE
EDODQFHG DSSURDFKHV LQ HPLVVLRQR FWRROQ WR PHGLXP VLIHG HQWHUSUI

7KH 5R\DO 6RFLHW\ &OLPDWH FKDQJH LQ WKH FULWLFDO GHFDGH $ VXPPDU\ RI WKH ,3&& 6L[WK $VVHVVPHQW 5HSRUW
,3&& 6HFWLRQV ,Q &OLPDWH &KDQJH 6\QWKHVLV 5HSRUW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



&OLPDWH 5LVN 0BQBJIJHPHQV

7TUDQVLWLRQ WKWNUHWDLO VHFXUHG SRUWIROLR

2ZQHU RFFXSLHU PRUWJDJHYV

$V DW '"HFHPEHU $V DW '"HFHPEHU
&XUUHQW (3& GDWD ([SRVXUH ([SRVXUH
1XPEHU ... P RI ERRN 1XPEHU ...P RI ERRN

$

%

&

(

)

*

1R (3&

%X\ WR OHW PRUWJDJHV
$V DW '"HFHPEHU $V DW 'HFHPEHU
&XUUHQW (3& GDWD ([SRVXUH ([SRVXUH
1XPEHU ... P RI ERRN 1XPEHU ...P RI ERRN

$

%

&

(

)

*

1R (3&

1R (3& PHDQV WKDW DW WKH WLPH RI VHDUFKLQJ WKH (3& UHJLVWHU WKH SURSHUW\ LQ TXHVWLRQ GLG QRW KDYH D UHFR
LQYDOLG ZRXOG EH LQFOXGHG LQ UHOHYDQW (3& EDQG
Rl WKH ERRN LV EDVHG RQ WKH H[SRVXUH YDOXH

,Q RXU SUR[\ IRU DVVHVVLQJ WUDQV IWDUROXDILNGNQDWWHKBRUWIROLR DQG HQVX
(3& UHJLVWHU ZKLFK UHFRUGV WKH (3& IIVIXVWID[L@(D[EFKQLW\
SURSHUWLHV LQ (QJODQG :DOHV DQG 6Fl§ p G, L
VHSDUDWH FDOFXODWLRQ IRU 1RUWKHUQ
DERYH GHPRQVWUDWH WKDW WKH (3& SU

HG E\ WKH 8. *RYF
PRUWJDJH SRUWIROLR UHPDLQV EURDGO PHZRUNY ZH DLFP

\HDU ZLWK VOLJKW LPSURYHPHQWYV WR \\i%; E;# QWLI\LQJ PHDV X

LVNV VFHQDULR D
KH 7&)' DQG WKH

PRUWJDJH W\SHV WR KLJKHU UDWHG SUR
FRUUHVSRQGLQJ UHGXFWLRQ LQ SURSHU ?&Q%DWQVLWLRQ ULVNYV

7KH KHULWDJH %DQN DQG 6RFLHW\ SRUW H EURDGO\

VLPLODU (3& SURILOHV ZLWK WKH %DQN MLIQ@G\L@L]J/KVZQLFKK-JJ@'ULFDWH UHODWLY
H[SRVXUH LQ (3& EDQGV $ & WKDQ WKH 6RELE WL FORMWARH@MWYMLDO ULVNV HYHQ XQG
RYHU WKH SDVW \HDU DUH FRQVLVWHQW ‘JDFFHJ(BNUL@R/WISII-SI@MWV\RWH(R—IVUHVLOLHQFH R

7KH *URXS KROGV DQ (3& DIJDLQVW Eﬁ?s '-R?((E FJRg\Slvb%XTnglng\jv(
YDOXH ZLWK WKH UHPDLQGHU KDYLQJ D Q

UHFRUGHG DJDLQVW LW 2Q D SRUWIROL *ﬁ?(%TXHV DQG GHHSHQLQ
IRFXVHG RQ LPSURYLQJ WKH ' * UDQJH UH/ HV

ZHUH UHWURILWWHG WR WKHLU SRWHQWLDO WKLV ILIXUH ZRXOG

FKDQJH PDWHULDOO\ 7KH &OLPDWH 5LVN JRUXP FRQWLQXHV WR

PRQLWRU UHJXODWRU\ DQG JRYHUQPHQWDO SROLF\ ZLWK D YLHZ

WR HQVXULQJ WKH *URXS LV DOHUW WR DQ\ VWUDWHJILF

LPSOLFDWLRQV ULVNV RU RSSRUWXQLWLHV DQG WKH QHHG WR

UHVSRQG DFFRUGLQJO\

&RQFOXVLRQV DQG IXWXUH RXWORRN

KLOH WKH *URXS:-V VFHQDULR DQDO\VLV KLIJIKOLJKWV QR
VLIQLILFDQW H[SRVXUH WR SK\VLFDO ULVNV LQFOXGLQJ FRDVWDO
HURVLRQ IORRGLQJ DQG VXEVLGHQFH ZH UHPDLQ FRPPLWWHG

WR SURDFWLYH ULVN PDQDJHPHQW 2XU VWUDWHILHV IRFXV RQ
PROQLWRULQJ HYROYLQJ ULVNV VXSSRUWLQJ UHVLOLHQFH PHDVXUHYV
DQG HQJDJLQJ ZLWK VWDNHKROGHUV WR PLWLJDWH SRWHQWLDO
LPSDFWV 7KHVH HIITRUWYV XQGHUVFRUH RXU GHGLFDWLRQ WR

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



OHWULFVY DQG /DUJHWYV

‘H UHFRJQLVH WKDW WKH VFDOH FRPSRVWVWWMRRPEBQGO HBLMYKIREDO 3ROLF\ DQG RXU
SURILOH RI WKH *URXS KDV FKDQJHG VLJRR PIFADMPMHQW R ODHR DIUHI VHWWLQJ D KLIKH!
WKH DFTXLVLWLRQ RI WKH %DQN $V D UHJ\I-D(\:CSVRQWIKEHOHHPILL\QD_@IQ-VDFURVV WKH *URX

UHSRUWHG IRU WKH \HDU VKRZ DQ RYHUD |_ 7
LOFUHDVH GRHV QRW UHIOHFW D GHWHUL IP QUERQ QHXWUDO
SHUIRUPDQFH EXW UDWKHU WKH HQODU WEQFJRI%VC’J;(SEZ g';
*URXS :H ZLOO SURYLGH IXUWKHU GHWD SUSYHPHOWY Lo
RXU 6 XVWDLQDELOLW\ 5HSRUW ZKHUH Z yf}b \53

s

DSSURDFK WR KDUPRQLVLQJ PHWKRGROR \';\/VF‘g;gggleg E';S‘L’Voul
FODVVLILEFDWLRQV DFURVV WKH *URXS

'XULQJ ZH ZLOO GHYHORS D XQLILHG AURXS WHW =WRPRS DFKLHYHG \HDU RQ \HDL
7UDQVLWLRQ 30DQ WKDW XQGHUSLQV WKGFRSRIXSDRESUGHRS IRI HPLVVLRQV DJDLQVW
DQG DLP WR VHW D UHIUHVKHG LQWHULP ARRRWIHXH/RE@SIRGWEZQFDUG WUHQG VLQFH

DFWLRQV DQG D FRQVROLGDWHG PHDVXU-}-IQ"_HQ%%DP#;BLJ@IV 7FI&LPVPLWWHG WR UHG X

ZLOO HQVXUH D FRQVLVWHQW FUHGLEOH EVSDLR LVLOJ UHQHZDEOH
SODQ IRU WKH *URXS :KHUH UHOHYDQW l_ﬁ“_%l‘__g 9v RSHUDWLRQV IXU DS S
FKDQJHV WR PHWULFV DQG WDUJHWV E\ QJJ xsg KIUHROXH K VB 0L2F L W\

PHWKRGRORJLHYVY GHILQLWLRQV RU VFRSE'HF Q HOHFWULI\LQJ |

PODLQWDLQ WUDQVSDUHQF\ DQG FRPSDUDZFLRN¥Y \PEPBéj woile dVJLBEU VRXUFH KHD
SHULRGYV KHDWLQJ GHPDQGV :H DUH RQ WUDFN WR

‘H UHFRJQLVH WKDW WKH SDWK WR 1HW EXYR @KWY HHVVMWRWOHFWULF YHKLFOH\

WUDQVLWLRQ 2XU PHPEHUV H[SHFW XV WI-PT PH W 28 WﬁWRWLQJ 62
Wa

UHGXFLQJ HPLVVLRQV UDSLGO\ EXW DOVR dj'lQLYﬁ(\U(HS? B\VWHP VWDQGDUG\
SDFH RI FKDQJH LV IDLU DIIRUGDEOH DQES&RIY WDO ODQDJHPHOW 6\WWHP F

GLVDGYDQWDJH KRXVHKROGV RU EXVLQH HZ\(O%&LJ;@ O FXURXU HOYLUROPHQWD C
TURXS WDUJHW WR DOORZV XV WR DS$QpPZRYN-VWBYYW zZRUNLQI WR DFKLHYH

DSSURDFK DFURVV WKH EXVLQHVV ZKLOHK RXKMy\ Wwk@QWell) sk RSHUDWLRQV
WDUJHW FRPPLWPHQW VKRZ WKDW ZH LQWHQG WR JR IXUWKHU

DQG IDVWHU ZKHUH SRVVLEOH KLOH WKH *URXS GRHVY QRW FXUUHQWO\ K

VLW\ WDUJHWYVY ZH DUH FRPPLWWH(
7KH 8. DV D ZKROH KDV PDGH VL.]QLILFDQ \}.J JB) \y\bl’—ZLI)‘IW\%V RXU RSHUDWLRQV DQC

GHFDUERQLVDWLRQ WKLV FHQWXU\ +RzH0)(\H,yHW RSHUDWLRQDO DQG V
LQYHVWPHQW WR UHWURILW DQG XSJUDGH, KR, \4)_L WREN FFDngBIW\NWHU XQGHUVW

WKH QHFHVVDU\ HOHFWULFLW\ JHQHUDW IRUPDQFH HQDEOI
FKDQJH FXVWRPHU EHKDYLRXU UHTXLUHVGﬁ}fL\MBRVdi LFdJﬁG

DQG IHDVLEOH SODQ

§FRSH PQSE HPLVVLRQV GDWD
'XULQJ ZH ZLOO ORRN WR H[SDQG qu ZRUN .
PRUWJDJH FXVWRPHUV WR LPSURYH KRPH |bHUJ@HY\{I'?F'E|:|9|3\Z UHSUHVHQWYV WKH *U

ZKLOH HQVXULQJ WKDW RXU FRUSRUDWH W/ &ET LRQY I WKH %DQN 2YHUDOO
FOLHQWV WUDQVLWLRQ SODQV DQG UHPWL% Y éﬁ&@LV %%UEDVHG LQ WKH AHDU

VWURQJ HWKLFDO VWDQGDUGV %\ FRPELYR Q\ DUJHU EXVLQHVV 7KHUI
o} VSOLW RATWXE JURXS WR SURYLGH P

FRPSDULVRQV

(QHUJ\ FRQVXPSWLRQ
6RFLHW\ VXE %WRXMNSVXE JURXKBWDO *URXS

6FRSH&RPEXVWLR@EWXUDO JDV N:K

IXHO DQG RSHUDWURRQWRIWUDQVSRUW N:K 3
IDFLOLWLHYV "KLWH GLHVHO N: s
5HIULJHUDQWYV NJ 3 3

7TRWDO 6FRSH HQHUJ\

H[FO UHIULJHUDQWYV

6FRSH(OHFWULFLMRWDO HOHFWULFLW\ N:K
SXUFKDVHG
6FRSH,QGLUHFW| ,QGLUHFW WUDQVSRUW LQFO RQO\
WUDQVSRUW HPSOR\HH RZQHG YHKLFOHV
N:K
7TRWDO 6FRSH DQG HQHUJ\ FRQVXPSWLRQ N:K
H[FO UHIULJHUDQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



OHWULFV DQ GrodiXiEIJHWYV

6FRSH DQG HPLVWRQ®QYBWIHW D

(PLVVLRQV DVVHVVPHQW
6RFLHW\ VXE ZDRXSVXE JURKBWDO *URXS

6FRSH&RPEXVWLRQWXUDO JDV W&2 H

IXHO DQG RSHUDWURRQWIWUDQVSRUW W&2 H 3
IDFLOLWLHYV '"KLWH GLHVHO W&2 H s
5HIULJHUDQWY W&2 H 2

7TRWDO 6FRSH
W &H

GFRSH(OMFWULFURFDWLRQ EDVHG 1% WazH | |

SXUFKDVHG KH DR Fe == I Yo N e N S NN
VWHDP JHQH U D VIR

6FRSH,QGLUHFW| ,QGLUHFW HPLVVL
HPLVVLRQV PRUWJDJH W&2 H
ORUWJDJHV W&2 H

7TRWDO 6FRSH /% DQG LQGLUHFW HPLVVLRQV
W&

HQHUJ\

QV H[FOXGLQJ

,QWHQVLW\ PHWULF DVVHVVPHQW
6RFLHW\ VXE ZWRMNSVXE JURXBWDO *URXS

,QWHQVLW\ U D W|BWEAERL A RN VA N,
JURVV BFRSH Gl
,QWHQVLW\ UDW
JURVV 6FRSH
SDUWLDO
1RWHVY RQ WKH DERYH WDEOHV HPLVVLRQV GDWD

1R PDQGDWRU\ HPLVVLRQV KDYH EHHQ H[FOXGHG IURP WKLV UHSRUW

(PLVVLRQV IDFWRUV DSSOLHG 'HIUD

OHWKRGRORJ\ WKH UHSRUW LV DOLJQHG ZLWK *+* 3URWRFRO DQG (QYLURQPHQWDO 5HSRUWLQJ *XLGHOLQHV LQFOXGLQJ \

(VWLPDWLRQV IRU WKH ODVW WKUHH PRQWKYV RI KDYH EHHQ XVHG IRU WKH HQHUJ\ GDWD N:K DQG DVVRFLDWHG HPLV\

6FRSH HFQWGHBLVVLRQV IURP PRUWJDJHV LV FDOFXODWHG EDVHG RQ 2FWREHU SRVLWLRQ LQ 6HSWHPEHU LQ

$ IXOO EUHDNGRZQ RI DOO RXU 6FRSH DQG HPLVVLRQV DQG WKH *URXS V HQYLURQPHQWDO GDWD FDQ EH IRXQG LQ R)
7KH DERYH WDEOHV UHIOHFWOKMWHPDWHYDRBXWIOKN LR DUH LQIRUPHG E\ SURSHU
PR Q WKIV DQG WZR PRQWKYV RI LQFQR&VY QIRWHKHHG IURP SXEOLFO\ DYDLODEOH
%DQN V HPLVVLRQV IRU WKH ILUVW WLPHGIDQNDEDVRG HKXGNXOBWH®WLQJIV IRUP WK
LQ OLQH zZ6a(MK-WKWBDYH DOVR LQFOXGHG HFRGIROW/HYJ WKH *+* HPLVVLRQV DVVRFLDYV
IRU WKH HPLVVLRQV IURP RXU PRUWJDJHSIRSWMIROLRY EDWHKGERQYKH *URXKHWRRUWJ
(3& GDWD XVLRQUGCGIXPIFH BOHDNGRZQ RI RXGDWD LV XQDYDLODEOH DW SURSHUW\ OH)
FRQVXPSWLRQ DQG HPLVVLRQV GDWD LV DYPKIDWESZHRY AR WWUQERNWLRQYV DUH XVHG

W&E QHW LQWHUH
P

6XVWDLQDELOLW\ SHSRUW 3&$%$) GDWD VFRUHV DUH DW D SRUWIROLR
6FRSH )LQDQFLDO (PLVVLRQV 8VLQJ WKWKHYH LV QR WRWDO *URXS VFRHH DYDLO
OHWKRGRORJ\ BRFLHW\ VXE JURXS V 3&%) VFRUH KDV

XUDWH HPLVVLRQV
0,
DFTXLUHG ZLWK WKH %DQN LV D OLPLWH RY0 SULRULWLVH LQFUHDVF

ILQDQFHG HPLVVLRQV H[WHUQDO GDWD SURYLGHUV DQG H[SORU
*LYHQ WKH LPSRUWDQFH RI FDSWXULQJ WiKH\WHHREMYMRRYQ GDWD PDQDJHPHQW W/
DFFXUDWHO\ ZH KDYH DGRSWHG WKH 3DYW®BEWHleSy IRV HAMWERRQV DFFRXQWLQJ
$FFRXQWLQJ )LQDQFLDOV 3&$) PHWKRG \ ERJ

LQGXVWU\ VWDQGDUG IRU FDOFXODWLQJ%%%%)I&(PDIL?%%F%—k(;w—gg(wv |
HPLVVLRQV ,Q WKH *URXS MRLQHG WAW \f RRIGOMFWiE H OHYHO WKHUH KD
EHFBIPYQDWRRLIB&S$) 7KH 3&%) PHWKRGRARAURYHPHQWYV GXH WR D FRPELQDWLRQ
SURYLGHV D FRQVLVWHQW IUDPHZRUN IRBHIEEPMRAW ISHHIYVXUHV SDUWLFXODUO\
GLVFORVLQJ HPLVVLRQV DVVRFLDWHG zLWKFWRY FRbBEHGYHWIWRI JUDGXDO SURJU
HQVXULQJ WKDW RXU PHWULFV DUH FRPSHIUPEIREZL WRUWRARYHURRFFXSLHG SURSHU

RWKHU ILQDQFLDO LQVWLWXWLRQV DQG BUHDYPRFHY zPW P LBR¥EBG LRFHQWLYHV
EHVW SUDEFWLEHV FRQWLQXH WR SRVH FKDOOHQJHV +RZHYH

,Q DFFRUGDQFH ZLWK 3&$) JXLGHOLQHV Q- %EQFQ/ % GESVVDUEgSXV(;(\yIBQ;KV[\;E
ILQDQFHG HPLVVLRQV KDYH EHHQ ZHLJK B R KHVH JDSV ZH DOW
YDOXH /79 UDWLRV RI WKH PRUWJDJHYV | i; i éﬁ\bg VLROV WUDFNL
DSSURDFK HQDEOHV D SUHFLVH FDOFXOD é | H $PRRR =g

RI HPLVVLRQV ILQDQFHG E\ WKH *URXS UHIOHFWLQJ RXU

ILQDQFLDO H[SRVXUH WR FDUERQ LQWHQVLYH SURSHUWLHV 7KH

0,
7KH PDMRULW\ Rl WKH *URXS V FOLPDWH 2 YR L |_éilLQHLuQiXGDDOV\ICI\3V\F28
ZLWK ILQDQFHG HPLVVLRQV IURP UHVLGH \E/ LéiﬁSURYLQJ RXU 3¢
7KH VPDOO SRUWIROLR RI EXVLQHVV DQG '%% Vpg é PRUP D
RUZDYUECZE

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



OHWULFV DQ GrodiXidJ HWYV

&DOFXODWLRQ RXWSXWYV FRQWLQXHG
2FWREHU 6HSWHPEH

6RFLHW\ VXE DRXNSVXE| JURR®N VXE| JURRXEBO URXS 7TRWDO
ORUWJDJH ERRRNWJIDJH ERRNSRUDWH ORDQV

7TRWDO SURSHUWLHYV

$EVROXWH ILQDQFH HPLVMURQV )( 07&Pp

$YHUDJH )( SHU SURBHUW\ |W&2 18

Y( LQOWHQVLWH P*&2 18
(3& PDWFK 18

3&%) GDWD VFRUH

07&2 H UHSUHVHQWY PHWULF WRQQHV RI FDUERQ GLR[LGH HIRLY
*&2 H P UHSUHVHQWYV WKH FDUERQ GLR[LGH HTXLYDOHQW HPLWWH
Q GULYLQJ FKDQJH DQ

'H KDYH DFKLHYHG LPSURYHPHQWV DFUR®Y (YR DLOVW RXU FOLPDWH DP
PHWULFV $YHUDJH ILQDQFHG HPLVVLRQ\QH%@@%NVBDXW LRQ DERXW LWV XVHIXO
W&B SHU SURSHUW\ DFURVV RXU *URXS UMW ﬁ;lﬁ[ﬁ&m Rl XQLIRUP 6FRSH Gl
PRUWJSRHWIROLR 7KLV PHWULF DOORZV@@/WVM Y LYW RO HQHUJ\ HIILFL
FDUERQ IRRWSULQW RQ D SHU DVVHW EDY¥% sk LHQ/J WRHsb@q‘zR,L,Q LQIRUPDWLRO
ZKHUH DGGLWLRQDO HIILFLHQF\ '—PSURYWVk'lQ\MMcPLLHtEBNW$\R|R(>e\a01m|&3VDERYH w
QHHGHG 6LPLODUO\ ILQDQFHG HPLVVLRQYRKQWH VI WRSWEOXH WR HOKDOFH LWV
VIXDUH PHWUHZKLRPK QRUPDOLVHV HPLVVERRYABWRQ WKLYV WRSLF DQG ZLOO FRQ!

IRU SURSHUW\ VLIH UHGXFREGMBHFWLQ@EZ | wKk 38$) DQG LQGXVWU\ EHVW SUDFWLFF
LPSURYHG HQHUJ\ HIILFLHQF\ ZLWKLQ W K y5RHM m XU (3% DOVR ORRN IRU RS

FRYHUDJH KDV DOVR LPSURYHG VOLJKWO) W R JD§ﬁ\4_ IWU\ RQ FRQVLGHULQJ KI

ILQDQFHG HPLVVLRQV UHSUHVHQWLQJ WKgisWyRWP @3 & Qv p G WKH 3&$) PHW.

DVVRFLDWHG ZLWK DOO SURSHUWLHV LQ S R R IHUL D

VODSVKRW RI WKH *URXS V RYHUDOO PRJ%@%&@%&%'@%G DQG

FRUSRUDWH OHQGLQJ HPLVVLRQV LPSDFWRRM®IFQHDKHBGVWR ZH ZLOO FRQWLQX

07&MH DV D UHVXOW Rl WKH LQFOXVLRQ RFINOEBDIMHY WR PHDVXUH UHSRUW DQ(
IDFH DULVLQJ IURP FOLPDWH FKDQJH :H Z

&DOFXODWLRQ DSSURDFK QRU FRUSRUDWE HHORS WRROV WR DVVHVV WKH LPSDFW

7KH %DWNM®RUSRUDWH OHQGLQJ SRUWIRBXR IEW WIDQUHWWODFWLYLWLHY DQG HQVXUH

PDGH XS RI 60(V ZLWK OLPLWHG RU QR SXE@IKLKQHEXNPEQHWIMRRYQDIHPHQW LQIRUPDYV

GDWD $V D UHVXOW ZH KDYH FKRVHQ WRLXYWLEOH M \\/HRA\/WNE@NR*L%YLQJ 1HW =HUF
HPLVVLRQV LQWHQVLWLHV XVLQJ WKH 3&$)reRWL ngwgo,_VWLF “KLOH WKH 8
HFRQRPLF DFWLYLW\ PHWULFV VXFK DV Ud FE'MH/P % PPERQLVDWLRQ VXEVWI
DVVHWYV IHHGLQJ LQWR ILQDQFHG HPLVVIRGH B\ WY bP NVUMTXLUHG WR UHWURILW K|

(PLVVLRQV IDFWRUV DU ¥R¥8FHG4URP FOHDQ HQHUJ\ JHQHUDWLRQ DQG VWRUDJ!
FRQYHUVLRQ IDFWRUV ODWHVW DYDLODP&P EXHQEYWDY (3@ FKDQJLQJ EHKDYLRXI
GHULYHG HQHUJ\ LQWHQVLW\ GDWDVHWVDBF eBwP R FPIVKFPAY WR WUDQVLWLRQ

JXWXUH (QHUJ\ 6FHQDULRV IRU VFHQDULRFYBYVDWQKH *URKBQWHQXMH &R ZRUN WR H|
FRQYHUVLRQ IDFWRUV DUH UHYLHZHG DQWXISRUMWRBWXSEPBHYY DQG FXVWRPHUV Z

'DWD TXDOLW\ OLPLWDWLRQV DQG SODQ5E\E&J@L%J&L\%}HﬁlﬁéwweFPYSHUORRYSHLPQHJQSWUVRgéz\/\

7KH FRPELQHG GDWDVHW FXUUHQWO\ KD ¥ ®J-£r WiPWH R\ G/IKFIVHY XQGHUSLQQHG E
DUH GXH WR GDWD JDSV WKDW FRQWLQXKH WNRHPLPLW WKH *URXS V

DELOLW\ WR FDOFXODWH WKH ILQDQFHG V'V, Vv
DOG LOWHOV LWL W UGN 0 GLRWK I DCRODY T KT U I—"§FQlYV\"BLQ’FV RRVEEUHVY wkH UHFR

ZHOO DV UHOLDQFH RQ HVWLPDWHG HPL ?é%%gg\%xﬁQ’VORD\TVQHEDSVFVHX&)EUI
F Vﬁ’é 8Q

GDWD TXDOLW\ VFRUHV IRU VRPH ILQDQ UHFRPPHQGDWLRQV DUH UH:

'DWD TXDOLW\ FRQWUROV LQFOXGH DQQXDO LQWHUQDO DVVXUDQFH
SURFHGXUHV H[WHUQDO DVVXUDQFH DJDLQVW ,62

SODQQHG IURP DQG VA\VWHP LQWHJUDWLRQ WKDW ZLOO
FRQVROLGDWH HPLVVLRQV GDWDVHWY DFURVV WKH *URXS

‘H DUH FRPPLWWHG WR LPSURYLQJ WKH DFFXUDF\ FRYHUDJH
DQG WUDQVSDUHQF\ RI RXU FOLPDWH PHWULFV $V SDUW RI RXU
*URXS LQOWHJUDWLRQ DFWLYLWLHYVY ZH ZLOO KDUPRQLVH
PHWKRGRORJLHY ERXQGDULHY DQG GDWD JRYHUQDQFH
XQGHUWDNH WDUJHWHG GDWD TXDOLW\ LPSURYHPHQWYV
SDUWLFXODUO\ IRU ILQDQFHG HPLVVLRQV HQKDQFH VFHQDULR
DQDO\WLY DQG VWUHVV WHVWLQJ FDSDELOLWLHYV

IDHQ HSUHWLQJ 6FRSH HPL\
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b=
m
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&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



*RYHUQDOQFH

7KLV VHFWLRQ RXWO4rROQUW ¥! KIRIEZWRVK H %
U V.- 5HSRUW RQ &RUSRUDW II*R
*URXS LV PDQDJHG Y}‘ig PLQDWLRQV *RYHUQDQFH&F
LOQWHUHVWY RI PHP E&kUUWN DVQ GrPPLwwWHH sHSRUW O
KLIKOLJKWV WKH UR;@QHBGQW%\/&\WSEWV\%MHESISS L‘j"mg
DQG JRYHUQDQFH RIRER M RBIEGuow ro snsrum
DQG LWV &RPPLWWHHYHFWRUV: 5HSRUW -

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV



““RDBG 'LUHFWRUYV

7KLY VHFWLRQ SURYLGHV LQIRUPDWLRQ DERXW \RXU %RDUG RI 'LUHFWRUV DV DW

&KDQJHV WR WKH %RDUG

7KLV VHFWLRQ GHWDLOV WKH FKDQJHV WR WKH %RDUG GXULQJ DQG XS WR WKH

,Q -DQXDU\&DUROLQH ODUVK DQG ODUN 3DUNHU ZHUH DSSRLQWHG WR WKH %RDUG
WKH %RDUG 5HPXQHUDWLRQ &RPPLWWHH DQG ODUN MRLQLQJ IURP 7KH &R RSHUDW
2FWREHU WDNLQJ RQ WKH UROH RI &KDLU RI %RDUG $XGLW &RPPLWWHH

%»RDUG FRPSRVLWLRQ
([HFXWLXYQG 1RQ ([HFXWLYH 'LUHFWRU VSOLW *HQGHU VvsSoOL

THQXUH RI %RDUG PHPEHUYV (WKQLF GLYHUVLW\

/KH %RDUG-V FDOHQGDU DQG FRPPLWPHQWYV

7KH %RRGGLWYYV &RPRDWANVBHWMHJIXODU F\FOH RI PHHWLQJY DQG ZLOO KROG DGGLWLR:
WDEOH EHORZ RXWOLQHV WKH VFKHGXOH IRU

ol a1
T T

-DQ JHE oODU $SuU 0D\ -XQ -X0 $XJ 6HS 2FW 1RY 'HF

$ $XGLW % %RDUG 1+ 1RPLQDWLRQV *RYHUQDOQF
1'5 1RQ ([HFXWLYH 'LUHFWRUV 55HP XSLIWWDW LR Q6 H 5HPXQHUDWLRQ

& &KDQJIH

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV



WRDUG RI| '"Lddid W RUYV

&RPPLWWHH PHPEHUVKLS

&KDLU Rl WKH %RDUG DQ@GDWKR QVRDURGY HRPDQFH &RPPLW
RI WKH %RDUG 5HPXQHUDWLRQ &RPPLWWHH DQG 1RQ ([HF
&RPPHMW

([SHULHQFH

'DYLG KDV RYHU \HDUV:- H[SHULHQFH LQ WKH EDQNLQJ |
&KLHI ([HFXWLYH RI &0\GHVGDOH DQG <RUNVKLUH %DQNV
\ 'DYLG KHOG D QXPEHU RI ERDUG SRVLWLRQV LQFOXGLQJ

DRAANCEWA QWY :rc> . WHH DW %DUFOD\V %DON 8. SOF 'DYLG V SUHYLR
. OHPEHU RI WKH %DQN RI (QJODQG -V 3UXGHQWLDO 5HJXOL
3 QPN IVER S BRA QR E® ¢ R QIHGHUDWLRQ RI %ULWLVK ,QGXVWU\ LQ 6FRWODQG

$SSRLQWHG (< *OREDO 1HWZRUN PHPEHU RI LWV *OREDO *RYHUQDQF
$SULO (UQVW <RXQJ //3 $XGLW %RDUG

(IWHUQDO DSSRLQWPHQWYV

1RQH

&RPPLWRHREHUVKLS
&KDLU RI WKH 1RQ ([HFXWLYH 'LUHFWRUV 5HPXQHUDWLRQ &RPPLWWHH
([SHULHQFH

6WHYH KDV EURDG WUDQVIRUPDWLRQ ILQDQFLDO DQG RSHUDWLRQDO H[SHULHQFH
DQG ERDUG OHYHO UROHV ZLWKLQ ILQDQFLDO VHUYLFHV DOG FROVXPHU JRRGV VH
%HIRUH MRLQLQJ WKH 6RFLHW\ 6WHYH KDG EHHQ { FLSDOL

%XLOGLQJ 6RFLHW\ DQG )LQDQFH 'LUHFWRU RI WK *HQH L
L QVXUDQFH EXVLQHVVHV 6WHYH DOVR KHOG WKH 6WHSKH Q + NG
PDLQ %RDUG RI 8. )LQDQFH DQG &KDLU RI WKH $XG H RI 8.
JLQDQFH &KLHI ([HFXWLYH
(IWHUQDO DSSRLQWPHQWYV DG EXWAL Vb

OHPEHU DQG &KDLU RI WKH $XGLW &RPPLWWHH DWW SR ReRIARY VRU\ %
OHPEHU Rl WKH ORQH\ DQG 3HQVLRQ 6HUYLFH 0HP SEESSN-NNeRIIT e LY LVR U\
%RDUG IRU WKH 3HQQLHV )RXQGDWLRQ DQG OHPEH RQHU 3C

$SULO

&RPPLWWHH PHPEHUVKLS
OHPEHU RI WKH %RDUG $XGLW &RPPLWWHH DQG %RDUG &

([SHULHQFH

,UDM ZDV D VHQLRU SDUWQHU ZLWK '"HORLWWH IRU RYHU
LQWHUQDO DXGLW JURXS DQG VHUYLQJ FOLHQWV LQ WK
VHFWRUV +H VSHQW \HDUV DV *OREDO +HDG RI ,QWHU
,UDM ZDV D 7UXVWHH DQG &KDLU RI WKH $XGLW DQG 5L\
RI WKH ,QYHVWPHQW &RPPLWWHH RI 1(67 3HQVLRQ RQH
MONCH RSN NONCH NORVANRNA G F L QLVWUDWRUV LQ WKH 8. ,UDM ZDV DOVR PHPEHU R
'LUHFWRU JRUFH Rl WKH ,QVWLWXWH Rl &KDUWHUHG $FFRXQWDQW\
PHPEHU Rl WKH 5HJXODWRU\ 'HFLVLRQV &RPPLWWHH DW
$XWKRULW\

(IWHUQDO DSSRLQWPHQWYV

$SSRLQWHG &KDLU RI WKH $XGLW &RPPLWWHH DW $RQ 8. /LPLWHG &
“XQH &RPPLWWHH DW (XURFHOO SOF

"KLVWOHEORZLQJ
DQG '(, FKDPSLRQ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WRDUG RI| '"LddidBWRUYV

&RPPLWWHH PHPEHUVKLS
OHPEHU RI WKH %RDUG 5HPXQHUDWLRQ &RPPLWWHH DQG WKH %RDUG 1RPLQDWLRQ
*RYHUQDQFH &RPPLWWHH

([SHULHQFH

-R LV DQ H[SHULHQFHG 1RQ ([HFXWLYH 'LUHFWRU ZKR KDV ZRUNHG DFURVV PXOWLS
VHFWRUV LQ KHU H[HFXWLYH DQG QRQ H[HFXWLYH EQ DUHHU LG
UROHV DW 0DUV FRQIHFWLRQHU\ 3HSVL DQG $VGD
&DPHORW *URXS SOF % 4 SOF DQG +RPHEDVH /LPL
6WDUW D 3ULQFH RI :DOHV FKDULWDEOH LQLWLDW [l R .H Q ULF N QR
H[HFXWLYH UROHV DW 3ULQFLSDOLW\ %XLOGLQJ 6R HOI 6W

DQG ZDV WKH IRUPHU &KDLU RI 3D\0 DQG RI WKH &X 'HSXW\ &KDLU RI BHUY L
IRU 3D\ 8. DQG 6HQLRU ,QGH S

(IWHUQDO DSSRLQWPHQWYV 'LUHFWRU

6HQLRU ,QGHSHQGHQW 'LUHFWRU DQG &KDLU Rl WK S-SR ATNe
'U &\PUX :HOVK :DWHU &KDLU RI 5HPXQHUDWLRQ &

(VWDWH 1RQ ([HFXWLYH 'LUHFWRU DQG &RQVXPHU [ERSIE=Ia R OLW\
,QVXUDQFH

&RPPLWWHH PHPEHUVKLS
&KDLU RI WKH %RDUG $XGLW &RPPLWWHH DQG PHPEHU F
&RPPLWWHH

BNLOOV DQG H[SHULHQFH

"DQH LV D FKDUWHUHG DFFRXQWDQW DQG DQ H[SHULHQF
FRPPLWWHH FKDLU LQ WKH ILQDQFLDO VHFWRU 6KH KD\
JRYHUQDQFH H[SHUWLVH FRPELQHG ZLWK VNLOOV LQ V\
OHDGHUVKLS 6KH EHJDQ KHU FDUHHU DW .30* ZKHUH VK
-D Q SEWECEDNEN  :0UWOHU DQG WKHQ OHG .30%-V JLODQFLDO 6HUYLFHV 5
EHFDPH *URXS &DSLWDO &RQWUROOHU DW +6%& EHIRUF
MONCE ISR NONCR RORIMNNAN® \ 7KH %DQN RI (QJODQG

(IWHUQDO DSSRLQWPHQWV
$SSRLQWHG &KDLU RI -XSLWHU $VVHW ODQDJHPHQW V 8. )XQG 0DQDJ
2FWREHU JDLWKIXOO )RXQGDWLRQ &KDLU RI WKH $XGLW 5LVN DQ
3D\3DO 8. &KDLU RI $XGLW DW $,* 8.

(IHEXWLYH '"LUHFWI

&RPPLWWHH PHPEHUVKLS
&KDLU RI %RDUG 5HPXQHUDWLRQ &RPPLWWHH OHPEHU RI %RDUG 1RPLQDWLRQV
*RYHUQDQFH &RPPLWWHH DQG %RDUG 5LVN &RPPLWWHH

([SHULHQFH

&DUROLQH KDV KHOG PDQ\ SRVLWLRQV GXULQJ KHU

VHUYLFHV 6KH VSHQW WKH ILUVW \HDUV RI KHU §

EHIRUH MRLQLQJ 9LUJLQ DV WKH\ PRYHG LQWR EDQ

PHPEHU RI WKH ([HFXWLYH &RPPLWWHH RI 9LUJLQ o< EDRVEEORE Q H [Ns

ORQH\ V &XOWXUH 'LUHFWRU &DUROLQH OHG WKH

1IRUWKHUQ 5RFN DQG 9LUJLQ ORQH\ 6KH DOVR OHG NeXeRs RNz RoXCRORVARN=X( 1 O W H L
([HEFXWLYH 'LUHFW sl

VWUDWHJ\ &DUROLQH KDV VHYHQ \HDUV RI H[SHUL

iEgEUQDO DSSRLQWPHQWYV (PSOR\HH HQJDJHP
FKDPSLRQ

$SSRLQWHG
-DQXDU\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WRDUG RI| '"LddidBWRUYV

&RPPLWWHH PHPEHUVKLS
OHPEHU RI WKH %RDUG $XGLW &RPPLWWHH DQG %RDUG

6NLOOV DQG H[SHULHQFH

6KDPLUD LV D & KDUWHUHG $FFRXQWDQW ZLWK RYHU \
ILQDQFLDO VHUYLFHV VHFWRU 6KDPLUD KHOG SUHYLRX
DQG 3KRHQL[ *URXS SOF LQFOXGLQJ )LQDQFH 'LUHFWRU

OKDPLUD DQG )LQDQFH $FTXLVLWLRQ 'LUHFWRU

(IWHUQDO DSSRLQWPHQWYV
ORKDPPHG 1ROH
,QGHSHQGHQW 1R(

([HFEXWLYH 'LUHFW

%RDE&BWDLQDELOL
FKDPSLRQ

$SSRLQWHG
0D\

&RPPLWWHH PHPEHUVKLS
1RQH

([SHULHQFH

%UHQGDQ KDV RYHU \HDUV- H[SHULHQFH DW $00L
LOQFOXGHG +HDG RI *OREDO 7UHDVXU\ 6HUYLFHV +

LQJ
,QWHUQDWLRQDO DQG +HDG RI %XVLQHVV %DQNLQ JJ FHQW
$,% *URXS OHDGHUVKLS WHDP DV +HDG RI )LQDQFLI /OUHQGDQ IRUH E

&(2 RI $,% 8. SOF LQ 2 &ROQQRU

(IWHUQDO DSSRLQWPHQWYV
1RQ ([HFXWLYH 'LUHFWRU DW )RUG &UHGLW (XURSH [EESONCE IS KONCH  NORVANNIRC: v K H
5LVN &RPPLWWHH ([HFEXWLYH 'LUHFW

%RDUG &RQVXPHU
FKDPSLRQ

LV UF

$SSRLQWHG
-DQXDU\

&RPPLWWHH PHPEHUVKLS
OHPEHU RI WKH %RDUG $XGLW &RPPLWWHH DQG %RDUG «

BNLOOV DQG H[SHULHQFH

ODUN KDV KHOG VHYHUDO VHQLRU H[HFXWLYH SRVLWLRC
VHEWRU PRVW UHFHQWO\ DV &KLHI 2SHUDWLQJ 2IILFHU
6HUYLFHV /LPLWHG +H ZDV DSSRLQWHG DV &KLHI 2SHUD
ODUN 3S3DUN ORQH\ IROORZLQJ WKH UHVWUXFWXUH DQG VDOH RI 1RU
ORQH\ 3ULRU WR MRLQLQJ 1RUWKHUQ 5RFN SOF ODUN K
,OQGHSHQGHQW 1R( SRVLWLRQV DW +%26 SOF OHDGLQJ *URXS 6HUYLFHV *U]I
IR IR  ((HFXWLYH 21ILFHU Rl ,QWHOOLJHQW )LQDQFH %DQN SD!

(IWHUQDO DSSRLQWPHQWV

$SSRLQWHG
-DQXDU\ 1RQH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WRDUG RI| '"Lddid W RUYV

&RPPLWWHH PHPEHUVKLS
&KDLU RI WKH %RDUG &KDQJH &RPPLWWHH DQG OHPEHU RI WKH %RDUG 5LVN &RPPL
DQG 1RPLOQDWLRQV *RYHUQDQFH &RPPLWWHH

([SHULHQFH

,DLQ EHJDQ KLV FDUHHU DV D VRIWZDUH HQJLQHHU DQG DUFKLWHFW DQG KDV VLQI
XQGHUWDNHQ VHYHUDO VHQLRU H[HFXWLYH DSSRLQWPHOWYV .DLO V H[HEXWLYH FL
DW 8%6 *URXS ZKHUH KH ZDV *URXS &KLHI 7THFKQRO PDWLR
21ILFHU  &,2 RI (XURSH D Q GQCHR/E\DED @YV R%b MUFD D \

*URXS KH ZDV WKH *OREDO &KLHI 2SHUDWLQJ 21ILF [l DL Q 30X Q Y JIFEV
ODWHU MRLQHG $EHUGHHQ $VVHW ODQDJHPHQW DV 211LFH
EHIRUH PRYLQJ WR 73 ,&$3 DV *URXS &KLHI 2SHUDW [ESCNCRS RSN NONCH RORNNRC: | - | ()
HIHFXWLYH UROH ZDV ZLWK 6DQWDQGHU 8. DV &KLHEEIGIAARZA:BRVIEE=W : R UP D

2HLFHU $SSRLQWHG
(IWHUQDO DSSRLQWPHQWYV e
 QGHSHQGHQW 1RQ ([HFXWLYH 'LUHFWRU DW &LWL *

LPLWH

&RPPLWWHH PHPEHUVKLS
OHPEHU RI WKH 1RQ ([HFXWLYH 'LUHFWRUV 5HPXQHUDW!
([SHULHQFH

/HH LV D TXDOLILHG DFFRXQWDQW DQG KDV RYHU \HD L
VRFLHW\ VHFWRU LQFOXGLQJ \HDUV DW 1DWLRQZLGH ¢
VHQLRU UROHV LQ ILQDQFH VWUDWHJ\ SURGXFW DQG G
(THFXWLYH &RPPLWWHH GXULQJ KLV WLPH WKHUH

/HH 5D\ERX (IWHUQDO DSSRLQWPHQWYV
&KLHI )LQDQFLDO IRQH

([HFEXWLYH 'LUHFW

$SSRLQWHG
$SULO

&RPPLWWHH PHPEHUVKLS
&KDLU RI WKH %RDUG 5LVN &RPPLWWHH OHPEHU RI WKH %RDUG $XGLW &RPPLWWH}
%RDUG &KDQJH &RPPLWWHH

([SHULHQFH

ODUWLQ KDV ZLGH UDQJLQJ H[SHULHQFH ZLWKLQ W
WKH 'LUHFWRU RI %DQNV %XLOGLQJ 6RFLHWLHV DQ
(QJODQG DQG +HDG RI 8. %DQNV DQG 0OXWXDOV DW VoS AWE
QRZ WKH )LOQDQFLDO &RQGXFW $XWKRULW\ O0DUWL ODUWLQ 6W V LQ ¥
VHQLRU UROHV DW <RUNVKLUH %XLOGLQJ 6RFLHW\ QGHSHQGHQW 1R(

([ WHUQDO DSSRLQWPHQWYV ([HEXWLYH 'LUHFW
1RQ ([HFXWLYH 'LUHFWRU DQG &KDLU RI 1IRUWKHUQ
$SSRLQWHG

6HSWHPEHU

VHFWR
KH %D

%DQN ¢

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'LUHFWRHMSRUW RQ &RUSRUI
*RYHUQDOQFH

'HDU )HOORZ OHPEHU 6XVWDLQDELOLW\ 5HSRUW ZKLFK ZLOO EH

, DP SOHWRHSUHVHQW WR \RX WKH *URXSW\K%%éJd_'&\ﬁLh\% LQ
&RUSRUDWH *RYHUQDQFH IRU WKH ILQD@QFR@WOXPHDU ' XW\ ZKLFK

VHWV RXW WKH UROH Rl WKH %RDUG D QG KV ¥ R ® B\ DEHWLIRR 8 XAN RPHU RXWF
WKH \HDU )&$ FRQVXPHU GXW\ DW WKH KHDUW RI LW

*RRG JRYHUQDQFH XQGHUSLQV RXxU DFFREOWHMARAWEWROVR HPEHGGHG LQ WKH *1
PHPEHUV RI WKH 6RFLHW\ DQG FXVWRPHBYHADWLR@YGRHYRVYV LWV SURGXFW GHVL
*URXS 7KH %RDUG LV FRPPLWWHG WR PHRERDPLELBW kRQYWUDWHJILHYV DQG LV DQ
VWDQGDUGV LQ WKH zZD\ WKDW WKH *URXRUGETHPWHLRE Ry WKH RQJIRLQJ LQWHJIU

6RFLHW\ LV JRYHUQHG DQG PDQDJHG DQGRbVY dXLEHE EY WKH

SULQFLSOHV RI WKH ODWHVW 8. &RUSRUDY H 5RHHYODQRHEREHQH 0DUVK MRLQHG
WKH &RGH LQ OLQH ZLWK JXLGDQFH IUR B € DHLEWRL WKH %RDUG 5HP)
6RFLHWLHV SVVRFLDWLRQ WR HQVXUH DQRbRT RQMWi 14 Ld% VB R WKH \HDU 0DUN 3DUN

SUDFWLFH DQG WKH 6RFLHW\ V PXWXDO ¥WRWXY | (WkH PRIEWE | 1AV Kp o x D U\
VXSSRUW IURP WKH %RDUG $XGLW &RPPLWWHH DQG %RDUG

1RPLQDWLRQV *RYHUQDQFH &RPPLWWHHKRIYHBDDE WRW SOHDVHG WR ZHOFRPH -DC
LPSOHPHQWDWLRQ RI WKH XSGDWHG ERBXWWHN W R ERIWW2FWREHU -DQH WR
WRIHWKHU ZLWK WKH UHSRUWYV IURP WK&#KBRD RE WKPPRRIMHHEXGLW &RPPLWWHH L
KLJKOLJKWY WKH ZRUN ZH KDYH GRQH WRURRDER MyRRLURXISRYKDY FKDLUHG WKH FF

JRYHUQDQFH LQ DQG GLOLJHQFH IRU D CDXPHE IEU LRI JWH DUAH D ¢
RI ILQDQFLDO VHUYLFHV H[SHULHQFH ERW
6WUDWHILF SULRULWLHYV 6HQLRU $GYLVRU DW WKH %DQN RI (QJODQ

7KH %RDUG KDV UHPDLQHG IRFXVHG RQ GHYHORSPHQW RI WKH

*URXS V VWUDWHJILF SULRUBHWMLBIWHG XULQYXWRIRDS U ZLWK WKH VXSSRUW RI WKH %
FRQWLQXHG WR LQYHVW LQ RXU WHFKQR®RAUVEPSOEH SRRPHWWEBE FRQWLQXHV WR
VHUYLFH GHOLYHU\ DFURVV WKH *URXS FRPGRMWUIRRZRY BWKH %RDUG HQVXULQJ W|
PDUNHG LPSURYHPHQW LQ FXVWRPHU H[¥¥OEHYYHRQSPRIR QRYINLQ SODFH DQG WKI
DQG PDLQWDLQHG RXU KLJK OHYHOV LQ WKX4PBPNFRR®w\H[SHUWLVH DUH DURXQG WKH

$*0 /IRRNLQJ IRUZDUG

*RRG HQJDJHPHQW ZLWK RXU PHPEHUV LV YVWHIRREL SURJUHVV LQ WKH LQWHJUDW
XQGHUVWDQGLQJ \RXU QHHGV DQG , zDVVEHOE Rk WHW\ WiRXWHLYWEBYy LPSRUWDQW WR
WR VSHQG WLPH ZLWK VR PDQ\ RI RXU PHEREMNIRBW MRYR pHHW ZLOO WKHUHIRUH
DQG JUHHW VHVVLRQ DKHDG RI WKH SR @ Wob RX B W H FEFHOAV/RQ RYHUVLIKW RILQ\
DOVR MRLQHG PHPEHU SDQHO FDOOV DKABBIRHW¥HQY*BXWRPRAMUQLVDWLRQ DIJHQC
PHPEHU LQVLJKW\FRPPLWWHG WR HQKDJE QYY) RI DGGLWLRXDWHRMQ B QLGN MNX WX
HQJDJHPHQW ZLWK PHPEHUV DQG ZHUH $HEEVRE GvRXWWMR KB 7KURXIKRXW DOO |
RXU K\EULG IDFLOLWLHY DOORZHG VR POPALRWMRKOWH MRY YW RRGDUGV RI JRYHUQDQ
$*0 RQOLQH DJDLQ LQ 7KH %RDUG YOIOCWHP A RP @XkBYH R WRH "URXS

KDYH DQ RSHQ GLVFXVVLRQ ZLWK PHPEHUV ZLWK %RDUG

PHPEHUV MRLQLQJ PHPEHUV RQ WKHLU WDEOHV DW WKH $*0

WR HQFRXUDJH WKLV

7KH $*0 SURYLGHG DQ RSSRUWXQLW\ WR XQGHUVWDQG

ZKLFK RWKHU PDWWHUV DUH PRVW LPSR\LPVWR@V\N % PHPEHUV
1RWDEOH LQ WKDW FRQWH[W ZDV GLVFXVVL R RSLF RI WKH
DFTXLVLWLRQ RI 7KH &R RSHUDWLYH %D&KPER RY,WHKEFBRFELQV
VDWLVILHG WKDW WKH DFTXLVLWLRQ LV LQHENXEYYVW LOQWHUHVWYV RI WKH
6RFLHW\ V FXUUHQW DQG IXWXUH PHPEHUV DQG IRU WKH ORQJ

WHUP VXVWDLQDELOLW\ Rl WKH 6RFLHW\ DQG FRQWLQXHV WR EH
FRPPLWWHG WR RSHQQHVYV DQG WUDQVSDUHQF\ RQ WKH EHQHILWV

WKH DFTXLVLWLRQ RI WKH %DQN ZLOO SURYLGH IRU PHPEHUYV

6XVWDLQDELOLW\

7KH %RDUG LV UHVSRQVLEOH IRU RYHUVHHLQJ WKH GHOLYHU\ RI WKH
*URXS:V VXVWDLQDELOLW\ VWUDWHI\ DQG LW LV D NH\ WKHPH RI
%RDUG DQG &RPPLWWHH GLVFXVVLRQV $ ORW RI ZRUN KDV WDNHQ
SODFH GXULQJ WR DOLJQ WKH VHSDUDWH WDUJHWYV RI WKH
6RFLHW\ DQG WKH %DQN LQWR RQH *URXS DSSURDFK WR
VXVWDLQDELOLW\ IURP RQZDUGV HQVXULQJ FRQWLQXHG
DOLIJQPHQW WR D QXPEHU RI JOREDO VWDQGDUGY 7KH %RDUG
DSSURYHV IRU SXEOLFDWLRQ HDFK \HDU WKH *URXS V

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:@FEH-

*RYHUQDQFH IUDPHZRUN

ODLOQWDW®EHQKLIKHVW VWDQGDUGVY RI JRYHUQDQFH LV LOQOWHJUDO WR WKH VXFFHVYV
JRYHUQDQFH IUDPHZRUN HQVXUHVY WKDW WKH %RDUG LV HIITHFWLYH LQ ERWK PDNL!
DGKHULQJ WR RXU ZHOO HVWDEOLVKHG SXUSRVH DQG YDOXHV

%DQN %RDUG

%DQN %RDUAd %DQN %RDU
&RPPLWW

%DQN %DQN 9DOXH
&KDQJH 5HPXQHUD 1RPLQDWL
&RPPLWWH &RPPLWWH

$ UHYLHZ RI WKH *URXS V JRYHUQDQFH DUUDQJHPHQWY ZDV FDUULHG RXW LQ W
*URXS DQG WR HQVXUH WKDW DSSURSULDWH JRYHUQDQFH RI WKH UHJXODWHG HQW
IROORZLQJ JRYHUQDQFH VWUXFWXUH KDV EHHQ HVWDEOLVKHG WR OHDG WKH *URX
WKURXJKRXW WKH \HDU

6RPH 'LUHFWRUV RI WKH *URXS %YRDUG KDYH UROHVY RQ WKH %DQN %RDUG DQG LWV
7KH UROHV KHOG GXULQJ WKH \HDU bQG WKH UHPXQHUDWLRQ UHFHLYHG LV GHWDL

7KLV 5 HSRUW RQ &4RUSRUDWH *RYHUQDQFH IRFXVHV RQ WKH UROH DQG DFWLYLWLH
FRPPLWWHHYV

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:@FEH-

*RYHUQDQFH

/KH

| UERB i ZdH &

%RDUG

3XUSREHWWLQJ WKH *URXS V VWUDWHJILF REMHFWLYHV DQG PRQLWRULQJ LwV RY
JRYHUQDQFH FRQWUROV DQG ULVN PDQDJHPHQW

&KDLDYLG 7TKRUEXUQ

OHPEHUV DW

2-&8RQQRU ODUN 3DUNHU

'HFHPERIUHQULFN
,DLQ 3OXQNHWW ODUWLQ 6WHZDUW 6WHSKHQ +XJKHV /

,UDM $PLUL

-DQH /HDFK &DUROLQH ODUVIK 6KDF

7KH %RDUG GHOHJDWHY FHUWDLQ PDWWHUV WR LWV &RPPLWWHHY ODWWH

WKH %RDUG DW HDFK PHHWLQJ

(%WRDUG
5HPXQHUDV
&RPPLWWH

3XUSRWHWHUP
WKH *URXS -V
UHPXQHUDWL
DQG SUDFWLF
HQVXULQJ WK

DQG UHIOHFW
*URXS-V SXUS
YDOXHV 7KH
&RPPLWWHH LU
UHVSRQVLEOH
GHWHUPLQLQ
UHPXQHUDWL
IUDPHZRUN IR
UHPXQHUDWL
HPSOR\HHV Z
SDUWLFXODU
JLYHQ WR WK
UHPXQHUDWL
&KDLU RI WKH

DQG H[HFXWL
PDQDJHUV

HITHFWLYH FR

HIHFEXWLYH GL

N

~

R
|.
|_

=

T —F— O =0

Vs
.

,QIRUPDWLRQ RQ WKH PHPEHUVKLS RI

N\ /7

%RDUG
1RPLQDWLR
*RYHUQDQHR
&RPPLWWHH
\/

3XUSRSHVLVW
%RDUG LQ PDL
KLJK VWDQGD
FRUSRUDWH

JRYHUQDQFH
HQVXULQJ WKJH
FRQVLVWHQW
SUDFWLFH 2Y
WKH LPSOHPH
RI WKH *URXS]|
GLYHUVLW\ D
LQFOXVLRQ R
5HIJXODUO\ UH
FRPSRVLWLRQ
%RDUG DQG Ot
WKH DSSRLQW
SURFHVV IRU
QRPLQDWLRQ
%RDUG DQG
UHFRPPHQGD
WKH %RDUG R
VXFFHVVLRQ

Rl %RDUG GLU

—

[wo ]

[T

P

Y/ A~ <

%RDUG 5LV
&RPPLWWH

3XUSRYWRYLG
RYHUVLJKW D
WR WKH %RDU
UHODWLRQ WR
DQG SRWHQWL
ULVN H[SRVXU
*URXS DQG IX
VWUDWHJI\ LQ
GHWHUPLQDW|L
DSSHWLWH DG
WROHUDQFH [
HITHFWLYHQH
*URXS-V IUDP
IRU PDQDJLQJ
7KH &RPPLWW
HQVXUHV WKH
([HFXWLYH WH
KHOG WR DFF
HQVXULQJ UL
LGHQWLILHG

DQG PDQDJHG
HITHFWLYHO\
DFFRUGDQFH
UHTXLUHPHQW
(QWHUSULVH
ODQDJHPHQW
JUDPHZRUN

O L L —

L N

-

-

UM< "N |

%RDUG $XQ
&RPPLWWH

3XUSRSWVLVW
%RDUG LQ GL
LWV UHVSRQV
IRU WKH LQWHi
WKH *URXS -V
VWDWHPHQW V
WKH\ DUH IDL
EDODQFHG DQ
XQGHUVWDQG|O
&RPPLWWHH L
UHVSRQVLEOH
UHYLHZLQJ VLU
ILQDQFLDO UH
MXGJHPHQWYV
RYHUVHHV WK
HITHFWLYHQH
VA\VWHP RI LQ
FRQWURO DQG
HITHFWLYHQH
,QWHUQDO $X
IXQFWLRQ DQ
DXGLWRUYV

OOS"T =5 -

(%WRDUG &KD
&RPPLWWH

3XUSRYWRYLG
RYHUVLIKW \
GLUHFWLRQ D
OHYHO JRYHU
WKH *URXS FK
SRUWIROLR D
%RDUG LQ IXd
UHVSRQVLELO
UHVSHFW WR
RI WKH LQWHJ
WKH %DQN ZL
*URXS DQG WH
DQG HYDOXDW
DQG IXWXUH \
WHFKQRORJ\
DIIHFW WKH *
VWUDWHJILF S
LQFOXGLQJ R
LQGXVWU\ WU

QJH
_|

HV
WUDW ¢
QG ERI
QDQFH
DQJH

VVLVW
ILOOLC
LWLHV
RYHUVI
UDWLR
WKLQ W
R PRQL"
H H[LV
VUHQ G\
NKDW F
JRXS V
OoDQ

HUDOC
HQGYV

Vs
.

WKH JRYHUQDQFH VHFWLRQ

,Q DGGLWLRQ WR WKH SULQFLSDO %RDUG &RPPLWWHHY RXWOLQHG WKH %RDUG DC
&RPPLWWHH WR DVVLVW LW LQ IXOILOOLQJ LWV RYHUVLIJKW UHVSRQVLELOLWLHYV IF
6RFLHW\ V QRQ H[HFXWLYH GLUHFWRUV 7KLV &RPPLWWHH W\SLFDOO\ PHHWYV RQFH
(IHFXWLYH &KLHI )LQDQFLDO 2IILFHU DQG &KLHI 3HRSOH 2IILFHU

&RYHQWU\ %XLOGLQUQERMLM \WHSRUW

$FFRXQWYV

HDFK RI WKH DERYH FRPPLWWHHY FDQ EH IR



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:@FEH-

&RUSRUDWH *RYHUQDQFH 6WDWHPHQW

7KLV &4RUSRUDWH *RYHUQDQFH 6WDWHPHQW KDV EHHQ SUHSDUHG LQ DFFRUGDQFH
&RGH GIDWMK® U\ WKH &RGH WKDW DSSOLHG WR WKH ILQDQFLDO \HDU 7KH 6
WKURXJKRXW ZLWK WKH H[FHSWLRQ RI WKH SURYLVLRQV UHODWLQJ WR HQJDJH
UHOHYDQW WR WKH 6RFLHW\ JLYHQ LWV PXWXDO RZQHUVKLS PRGHO :KLOVW QRW |
WKH %RDUG KDV FRQVLGHUHG WKH *URXS V DSSURDFK WR FRPSOLDQFH ZLWK 3URY
DFWLYLW\ ZLOO FRQWAKHKHREKUIQ@O FH 5HSRUW H[SODLQV KRZ WKH 6RFLHW\ KDV YF
WKH &RGH WKURXJKRXW

SROH RI WKH %RDUG

7KH %RDUG KDV D FROOHFWLYH UHVSRQVLELOLW\ WR VHFXUH WKH ORQJ WHUP VXV
PHPEHUVY DQG ZLGHU VWDNHKROGHUV W PXVW HQVXUH WKH GHOLYHU\ RI WKH *UR
UHPDLQ DOLJQHG WR WKH *URXS V SXUSRVH DQG YDOXHV +DYLQJ D UREXVW JRYHL
VXFFHVV W HQDEOHV WKH %RDUG WR UHDFK GHFLVLRQV LQ D IRFXVHG DQG EDOD«
WKH LPSDFW RQ HDFK RI WKH *URXS V NH\ VWDNHKROGHUV

7KH %RDUG GHULYHV LWV SRZHUV IURP WKH 6RFLHW\ V 5XOHV DQG OHPRUDQGXP W
JRYHUQDQFH VHFWLRQ RI WKH 6RFLHW\ V ZHEVLWH 7KH 5XOHV DUH EDVHG RQ WKH
RWKHU DSSOLFDEOH ODZ DQG UHJXODWLRQ WKDW WKH 6RFLHW\ PXVW FRPSO\ ZLWEk
IRUPDO VFKHGXOH RI PDWWHUV UHVHUYHG WR WKH %YRDUG ZKLFK LV ORFDWHG RQ
ZHEVLWH 7KH %RDUG UHYLHZV LWV VFKHGXOH RI PDWWHUV UHVHUYHG DW OHDVW
SUDFWLFH DQ\ UHOHYDQW UHJXODWRU\ FKDQJHVY DQG WKH UHTXLUHPHQWY RI WKH
PDWWHUV UHVHUYHG LQ ODUFK 7KH %RDUG GHOHJDWHY FHUWDLQ PDWWHUV WHEF
LQ PRUH GHWDLO E\ WKH GLUHFWRUV ZKR KDYH WKH PRVW UHOHYDQW VNLOOV DQC
WKH %RDUG V &RPPLWWHSNIHDRI BMKLRXWHGSRQW DQG D PRUH GHWDLOHG DFFRXQW F
%RDUG &RPPLWWHHY FDQ EH IRXQG LQ WEHH R QAHNVISE ¥ W(IDHK IRH SIRKINV % RDRBE $XGLW
%RDUG &KDQJH %RDUG 5HPXQHUDWLRQ DQG %RDUG 1RPLQDWLRQV *RYHUQDQFH «
WKHLU UHVSHFWLYH UROHVY DQG UHVSRQVLELOLWLHY 7KHVH FDQ EH IRXQG RQ WKI
ZHEVLWH

7KH GD\ WR GD\ UXQQLQJ RI WKH EXVLQHVYV LV GHOHIJDWHG WR WKH &KLHI ([HFXWL
UHPLW RI GHOLYHULQJ WKH *URXS V VWUDWHJLF REMHFWLYHV

YRDUG UHVSRQVLELOLWLHYV

7KH %RDUG VHHNV WR PHHW LWV OHJDO DQG UHJXODWRU\ REOLJDWLRQV DV ZHOO
PDQDJHPHQW RI WKH *URXS 7KH %RDUG KDV D QXPEHU RI LPSRUWDQW UHVSRQVLE
HIWHQGLQJ DFURVV D QXPEHU RI DUHDV DV VXPPDULVHG EHORZ

DSS

J
YLHZ WKH
DQFH

HYLHZ WKH
HWLWH DQ
V IDFHG E\

%RDUG
UHVSRQVLEL

L TXDF\ RI
N LTXLGLW\

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:@RH-

%RDUG DFWLYLWLHV LQ

%RDUG PHHWLQJY DUH DQ LPSRUWDQW PHFIK@POLVP WKHKH RKRKUG QHFHVVDULO\ VSHQ
ZKLFK WKH %YRDUG GLVFKDUJHV LWV UHVDPRQVE RO WMIRHY GEVEXWMVFIXDIDDQE FRQVLG!
LQ UHODWLRQ WR WKH UHTXLUHPHQWYV RP®XIH RRER @OWQGHOHFWILRDWR WKH DFTXLV

RI WKH &RPSDQLHV $FW 6RPH RI WRHAXYHR® R@Q- WKH LOQWHJIJUDWLRQ RI FROOHD
UHVSRQVLELOLWLHY DUH GLVFKDUJHG GALKHRWIKR XWHWKB \HOUKBHQE WKHOWLPHVFD
EH GHOHJDWHG WR WKH &RPPLWWHHV RWWHKHBHRD WGFXVWRPHUYV

7KH %RDUG-V DFWLYLWLHV DUH SODQQHX RN DPYEbWRVLRWFRQNVNLGHUHG E\ WKH
EDVLV WR HQVXUH WKH UHVSRQVLELOLWLHV PUGMEBSDERYBDUH

GLVFKDUJHG HIIHFWLYHO\ ZLWK DGGLW Vv J WR WKH

%RDUG DV DSSURSULDWH (DFK %RDUG FﬁT‘W? LWPIVU/UX XUHG

XVLQJ D FDUHIXOO\ WDLORUHG DJHQGD WKMWFLWWWWH@JL\@KWGIWLQJ VWDQGL
E\ WKH &KDLU LQ FRQMXQFWLRQ ZLWK WRQV&_la_I-i-uI-(mEXWMWH%j@GJG

*URXS 6HFUHWDU\ 7KH FRQWHQWYV RI W P ‘%&Il DQ

RI D FRPELQDWLRQ RI VWDQGLQJ LWHPYV, 5 9 V %%E?I;SgHWLVV\\/ILYI-
PRQWK UROOLQJ DIJHQGD DQG DGGLWLR \;V%\Hg OHQGLQJ DQG VD
IDOO ZLWKLQ WKH UHPLW RI WKH %RDU ltléi Lj'InyWLRQ RQ WKH VWDW

7KH %RDUG V DFWLYLWLHYV DUH VWUXFWXJLRH((s NQVM\/QDWWRLHQ:\K)DLQHH SURMHFWYV

WKDW DW HDFK PHHWLQJ WKH %RDUG KDY ®®QJRBESRUMXQRYWIKRL RORXS-V WUDGLQJ
UHYLHZ WUDGLQJ DQG ILQDQFLDO SHUIRUBBQEHD W YRBUNRWKERBQFH VLQFH WKH ODVW
*URXS V SURJUHVV DJDLQVW LWV VWUDWHSRRUWLRY Y WHMY *WKRKRS.V RSHUDWLRQV

*URXS V ULVN SRVLWLRQ UHYLHZ JRYHUXNQRPROWWUHYNVNFRIQEHWULFY DQG NH\ GHY
RYHUVHH WKH ZRUN RI LWV &RPPLWWHHWFQBX/SummeRQVVKH %RDUG

ZLOO DOVR FDUU\ RXW LQ GHSWK UHYL \
LPSRUWDQFH LQFOXGLQJ PDWHULDO 7§%§|§\?§P@ h%%ré%i F}{J\/W*%%ESK/UNLHV\NUfST
WKH *URXS V VXVWDLQDELOLW\ SHUIRU é ¥

SURSRVDOV ,QIRUPDWLRQ RQ GLUHFWR%{?DH@/V&IE? D\@ Wi YRPSIW I RKDLUV RIF WKH

VFKHGXOHG PHHWLQJV WKDW WRRN SODé’F'ﬁP@kWL WIMLIR\PMZKLH ﬁ/DRBD G RQ WKH NH\ L
IRXQGSPQH UDLVHG DW &RPPLWWHH PHHWLQJV HQVXUL

Rl NH\ GLVFXVVLRQV DQG GHFLVLRQV PDGH

AOLORIBAVAD S O R\H H

RUW $F
DLQDE
DJUHH
DWHJ\ D
DFWLYL
DQG %

RXS V. W

*URXS V

&RYHQWU\ %XLOGLQQERAMMWHSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:@EH:

2SHUDWLRQ RI WKH %RDUG

,Q WKHUH ZHUH QLQH IRUPDO PHHWLQJV RI WKH %RDUG ZKHUH WKHS®RBUG UH?

UHODWLQJ WR WKH *URXS:V EXVLQHVV VWUDWHJ\ FXOWXUH DQG SHUIRUPDQFH
LOWHJUDWLRQ RI WKH %DQN DQG VHWWLQJ WKH *URXS V VWUDWHJ\ KDYH EHHQ NH
WKH \HDU

,Q DGGLWLRQ WR WKH EXVLQHVY DV XVXDO ERDUG PHHWLQJV WKH %RDUG DOVR Kl
FRQVLGHUHG WKH *URXS V EXVLQHVV PRGHO DQG PDGH FKRLFHVY DERXW WKH IXWXI

OHPEHUV RI WKH *URXS V ([HFXWLYH DQG VHQLRU OHDGHUVKLS WHDP DUH LQYLWH(
GLVFXVV PDWWHUY UHODWLQJ WR WKHLU EXVLQHVY DQG VXEMHFW PDWWHU DUHDYV
DUH HQFRXUDJHG WR JLYH WKH &KDLU WKHLU YLHZV LQ DGYDQFH RQ WKH PDWWHU

%RDUG DQG %RDUG &RPPLWWHH DWWHQGDQFH

7KH DWWHQGDQFH UHFRUG IRU %RDUG PHPEHUN WD V&R ATKFRVIDX DMBHBI WIDEEHOUH FEIHIRRIP D
PHHWLQJV H[FOXGLQJ VWUDWHJI\ GD\V DQMGRD BVKKRHFUPHHWK @/XH RWREHUGRIGPHHWLQ
GLUHFWRUV ZHUH HOLJLEOH WR DWWHQG

%RDUG 1RQ ([HFXWLYH
1RPLQDWLRQV  %RDUG 'LUHFWRUV-

%RDUG 5LVWRDUG $XGERYHUQDQEHPXQHUDWIHRRXQHUDWWBRQ@UG &KDQJH

1DPH %RDUG &RPPLWWHH&RPPLWWHHLRPPLWWHHCRPPLWWHHZRPPLWWHHLRPPLWWHH

'DYLG 7KRUEXUQ

-R .HQULFN

,UDM $PLUL
ODUWLQ 6WHZDUW
6KDPLUD ORKDPPHG
%UHQGDQ 2 &RQQRU
,DLQ 30XQNHWW

&DUROLQH O0DUVK

ODUN 3DUNHU

-DQH /HDFK

6WHSKHQ +XJKHYV

/HH 5D\ERXOG

&KDLU RI WKH %RDUG DQG &KDLU RI WKH %YRDUG 1RPLQDWLRQV *RYHUQDQFH &RPPLWWHH
&KDLU RI WKH 5SHPXQHUDWLRQ &RPPLWWHH

&KDLU RI WKH %RDUG $XGLW &RPPLWWHH

&KDLU RI WKH %RDUG 5LVN &RPPLWWHH

&KDLU RI WKH %RDUG &KDQJH &RPPLWWHH

$SSRLQWHG WR WKH %RDUG RQ -DQXDU\ DQG &KDLU RD®RDUG 5HPXQHUDWLRQ &RPPLWWHH IURP
$SSRLQWHG WR WKH %RDUG RQ -DQXDU\
$SSRLQWHG WR WKH %RDUG RQ 2FWREHU DQG &KDLU RI WKH %RDUG $XGLW &RPPLWWHH IURP 1RYHPEHU

*URXS &KLHI ([HFXWLYH DQG &KDLU RI WKH 1RQ ([HFXWLYH '"LUHFWRUV 5HPXQHUDWLRQ &RPPLWWHH

'LYLVLRQ RI UHVSRQVLELOLWLHYV

7KH %RDUG LV FRPSULVHG Rl WKH &KDLU QLQH QRQ H[HFXWLYH GLUHFWRUV DQG V
ZRUNLQJ UHODWLRQVKLS LW LV LPSRUWDQW WKDW WKHUH LV D FOHDU GLYLVLRQ |
XQGHUVWRRG DQG DJUHHG EHWZHHQ WKH LQGLYLGXDOV KROGLQJ WKHP DV ZHOO C
PDQDJHPHQW

7KH UROHV RI &KDLU DQG &KLHI ([HFXWLYH DUH VHSDUDWHO\ KHOG DQG WKHLU UH
UHJXODUO\ UHYLHZHG E\ WKH %RDUG

(DFK RI WKHVH UROHVY KDV D GHWDLOHG UROH SURILOH ZKLFK LGHQWLILHVY WKH DU
DQG RU &KLHI ([HFXWLYH DV DSSURSULDWH DQG D 6WDWHPHQW RI 5HVSRQVLELOL

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:QRH-

'LYLVLR

7KH WDEOH E

Q RI UHVFRMMLRELO LWLHYV

HORZ SURYLGHV D VXPPDU\ RI

SROH SHVSRQVLELOLWLHV

&RYHQWU\ % XLOGLQROERMALHWHSRUW

$FFRXQWYV

NH\ UHVSRQVLELOLWLHY IRU HDFK RI W

&KDLU + 3URYLGH OHDGHUVKLS WR WKH %RDUG DQG WR VDIHJXDUG DQG SUF
'DYLG 7KRUEXU¥XVWDLQDELOLW\ Rl WKH *URXS LQ WKH LQWHUHVWV RI SDVW DQG
+ (VWDEOLVK D SURJUDPPH RI ZRUN IRU WKH %RDUG HQVXULQJ WKH\
VWUDWHJI\ SHUIRUPDQFH FXOWXUH DQG ULVN PDQDJHPHQW PDWW!
+ (PSRZHU %RDUG PHPEHUV WR FKDOOHQJH LVVXHV RSHQO\ DQG HQF
LQ RUGHU WR UHDFK HIIHFWLYH GHFLVLRQV
+ "HPRQVWUDWH HWKLFDO OHDGHUVKLS DQG XSKROG WKH KLIJKHVW V
FOHDU H[SHFWDWLRQV FRQFHUQLQJ WKH *URXS-V FXOWXUH | YDOXH
SXWWLQJ PHPEHUYV DQG FXVWRPHUV ILUVW SULQFLSOHV
+ %XLOG DQ HIIHFWLYH DQG GLYHUVH %RDUG UHIOHFWLQJ DQ DSSUR
JLYHQ WKH *URXS-V FXUUHQW DQG IXWXUH DFWLYLWLHV LQFOXGLC
WUDLQLQJ DQG GHYHORSPHQW
+ (QVXUH HITHFWLYH FRPPXQLFDWLRQ ZLWK DOO VWDNHKROGHU JUR X
DOG LOQWHUHVWYV RI LWV VWDNHKROGHUV DUH NOQRZQ DQG XQGHUV\
+ )DFLOLWDWLQJ WKH *URXS &KLHI ([HFXWLYH-V UHODWLRQVKLS ZLW
*URXS &KLHI ([HEXWLYH
"HSXW\ &KDLU$D'BISXWLVH IRU WKH &KDLU ZKHUH QHFHVVDU\
GHSFL';:’ choyt (RUN FORVHO\ ZLWK WKH &KDLU DFW DV D VRXQGLQJ ERDUG DQG S
Q QCGHQAW G| UHFWRUV REMHEWLYHYV
'LUHFWRU
'R .HQULFN ¥ BHUYH DV D WUXVWHG LQWHUPHGLDU\ IRU WKH GLUHFWRUV ZKHQ Q
: WKH\ IHHO KDYH QRW EHHQ GHDOW ZLWK DGHTXDWHO\
$+ /HDG DQ DQQXDO SURFHVV WR UHYLHZ WKH &KDLU V SHUIRUPDQFH
&KDLU RI WKH %RDUG-V UROH FKDLULQJ WKH %RDUG 1RPLQDWLRQ\
FRQVLGHUV &KDLU VXFFHVVLRQ
" GHSHQGHQW QRQ>2
H[HEXWLYH | % 6DIHIXDUG DQG SURPRWH WKH ORQJ WHUP VXFFHVV DQG VXVWDLQL
G LUHFW R SDVW DQG IXWXUH PHPEHUV DQG FXVWRPHUV
UDM $PLUL * &RQVWUXFWLYHO\ FKDOOHQJH DQG KHOS GHYHORS SURSRVDOV RQ
' GLUHFWRUV- LPSOHPHQWDWLRQ RI WKH DJUHHG VWUDWHJ\
DQH /HDFK
&DUROLOH 0DHWEUXWLQLVH WKH SHUIRUPDQFH RI PDQDJHPHQW LQ PHHWLQJ DJUH
6KDPLUD ORKDPRRERLQJ SHUIRUPDQFH DJDLQVW VXFK JRDOV
%UHOGDQ 2.&§%€W&VI\ WKHPVHOYHY WKDW WKH LQWHJULW\ Rl ILQDQFLDO LQIRUP
SOUN 3DUNBL VN PDQDJHPHQW DUH UREXVW DQG GHIHQVLEOH
+ &RPSOHPHQW WKH VNLOOV DQG H[SHULHQFH RI WKH H[HFXWLYH GL
,DLQ 30XQNHWW,RDUG D UDQJH Rl NQRZOHGJH H[SHULHQFH DQG LQVLJKW
ODUWLQ 6WHZDUW



'LUHFWRUV 5HSRUW RQ &RL
*RYHUQ B@EH-:

'LYLVLRQ RI UHVSFRMWWLRQELO LWLHV

SROH S5HVSRQVLELOLWLHYV

&KLHI FMHWLYH: 5GHVSRQVLEOH IRU WKH GD\ WR GD\ UXQQLQJ RI WKH *URXS DQG DFF
&(2 *URXS-V ILQDQFLDO DQG RSHUDWLRQDO SHUIRUPDQFH

BWHSKHQ +XJKH\HVSRQVLEOH IRU SURYLGLQJ OHDGHUVKLS DQG GLUHFWLRQ WR DG
WKH *URXS KDYLQJ UHJDUG WR WKH GXW\ WR SURPRWH WKH VXFFH
PHPEHUV FROOHDJXHV FXVWRPHUV DQG NH\ VWDNHKROGHUV

+ &RPPXQLFDWH WKH YLVLRQ VWUDWHJI\ DQG SHUIRUPDQFH RI WKH 6
UHJXODWRUV DQG RWKHU VWDNHKROGHUV

$ %XLOG DQG OHDG DQ HIIHFWLYH ([HEXWLYH WHDP WR PDQDJH WKH
LWV PHPEHUV DQG FXVWRPHUYV

$ (QVXUH WKDW HIIHFWLYH VXFFHVVLRQ DQG GHYHORSPHQW SODQV [
H[HFXWLYH UROHYV

+ /JHDG WKH ([HFXWLYH WHDP WR VXFFHVVIXOO\ GHOLYHU DJUHHG SO

$ ORQLWRU WKH HIIHFWLYH LPSOHPHQWDWLRQ RI SROLFLHV DQG SUR
SURIHVVLRQDO GHYHORSPHQW RI DOO SHUVRQV SHUIRUPLQJ GHVLJ
EHKDOI Rl WKH 6RFLHW\

&KLHI )LQDQFYDOWK WKH &KLHI ([HFXWLYH DQG ([HFXWLYH WHDP HQVXUH V

21ILFHU &)2 WKH *URXS-V FRUSRUDWH SODQV VWUDWHJILHV DQG SROLFL

/HH 5D\ERXOG} (QVXUH WKDW WKH *URXS LV DSSURSULDWHO\ UHVRXUFHG W
UHJXODU UHYLHZV Rl SHUIRUPDQFH DJDLQVW REMHFWLYHYV

$ (QVXUH WKH *URXS UHPDLQV ZHOO IXQGHG DQG KDV VXIILFL
OLPLWYV

$ (QVXUH WKDW SODQV DUH LQ SODFH WR PHHW WKH ILQDQFL
(IHFXWLYH DQG WKH %RDUG

$ (QVXUH HIIHFWLYH ILQDQFLDO FRQWURO PDQDJHPHQW DQG
EXVLQHVV DUHDYV

+ ODQDJH WKH *URXS:V FDSLWDO HIIHFWLYHO\ HQVXULQJ FDS

¥ 3URYLGH OHDGHUVKLS RI WKH *URXS DQG WKH )LQDQFH 1XQ
SUXGHQW DQG HIIHFWLYH FRQWUROV ZKLFK HQDEOH ULVN W

L QGHSHQGHQFH

,Q -DQXDU\ HDFK \HDU WKH %RDUG UHYLHZV WKH LQGHSHQGHQFH RI LWV QRQ H[HF
FRQVLGHUHG ZKHWKHU WKHUH ZHUH DQ\ UHODWLRQVKLSY RU FLUFXPVWDQFHV WKL
GLUHFWRU-V LQGHSHQGHQFH

,Q WKH RSLQLRQ Rl WKH %RDUG DOO RI WKH QRQ H[HFXWLYH GLUHFWRUV VDWLVI\
GHPRQVWUDWHG WKLV LQ WKHLU FKDUDFWHU DQG MXGJHPHQW 7KH &KDLU RI WKH
DQG LQ DFFRUGDQFH ZLWK WKH &RGH ZDV LQGHSHQGHQW RQ DSSRLQWPHQW

/HWWHUV RI DSSRLQWPHQW IRU WKH GLUHFWRUYV DUH DYDLODEOH IURP WKH *URXS
RI WKH GLUHFWRUV- HfIWHUQDO DSSRLQWPHQWY DUH VHW RXW LQ WKH $QQXDO %X

7LPH FRPPLWPHQW

1RQ H[HFXWLYH GLUHFWRUVY DUH QRW UHTXLUHG WR GHYRWH WKH ZKROH RI WKHLU
WLPH WR SURSHUO\ GLVFKDUJH WKHLU GXWLHVY DQG UHJXODWRU\ REOLIJDWLRQV 7|
FRPPLW WR WKHLU UROH DW WKH *URXS LV GHFLGHG RQ DQ LQGLYLGXDO EDVLV XS
DQG UHVSRQVLELOLWLHY ,Q DGGLWLRQ WR WKDW VSHQW SUHSDULQJ IRU DQG DWYV
HIHFXWLYH GLUHFWRUVY DUH DOVR H[SHFWHG WR GHGLFDWH VXIILFLHQW WLPH WR |
PDQDJHPHQW HQJDJHPHQW ZLWK PHPEHUV DWWHQGLQJ FDOO OLVWHQLQJ XQGHU
YLVLWYV HQJDJLQJ ZLWK UHJXODWRU\ ERGLHY DQG XQGHUWDNLQJ WUDLQLQJ (DFK
&RPPLWWHH DVVHVVHV ZKHWKHU HDFK RI WKH GLUHFWRUV LV DEOH WR FRPPLW VX
UHVSRQVLELOLWLHYV HIIHFWLYHO\ WDNLQJ LQWR DFFRXQW DQ\ HIWHUQDO FRPPLWI
LQ FRQILUPHG WKDW DOO GLUHFWRUV ZHUH FRQVLGHUHG WR KDYH VXIILFLHQW
RI WKH *URXS

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:QRHe

7LPH FRPPLWRGHQWXHG
6HW RXW EHORZ DUH GHWDLOV RI WKH DYHUDJH WLPH FRPPLWPHQW H[SHFWHG RI V

5ROH ([SHFWHG WLPH FRPPLWPHQW

&KDLU $SSUR[LPDWHO\ GD\V SHU \HDU

"HSXW\ &KDLU 6HQISNUWLY UHTXLUHG WR IXOILO WKH UROH
,QGHSHQGHQW 'LUHFWRU

1RQ ([HFXWLYH 'LUH$WHRDJH WLPH FRPPLWPHQW RI  GD\V SHU \HDU
&RPPLWWHH &KDLU%RDUG 5LVN &RPPLWWHH &KDLU

$SSUR[LPDWHO\ GD\V SHU \HDU LQ DGGLWLRQ WR WKH WLPH VSHQW
UHVSRQVLELOLWLHV

%RDUG $XGLW &RPPLWWHH &KDLU
$SSUR[LPDWHO\ 2 GD\V SHU \HDU LQ DGGLWLRQ WR WKH WLPH VSHQ
UHVSRQVLELOLWLHV

%RDUG 5HPXQHUDWLRQ &RPPLWWHH &KDLU
$SSUR[LPDWHO\ GD\V SHU \HDU LQ DGGLWLRQ WR WKH WLPH VSHQW
UHVSRQVLELOLWLHV

%RDUG 1RPLQDWLRQV *RYHUQDQFH &RPPLWWHH &KDLU
$SSUR[LPDWHO\ GD\V SHU \HDU LQ DGGLWLRQ WR WKH RYHUDOO WLP
%RDUG &KDQJH &RPPLWWHH &KDLU

$SSUR[LPDWHO\ GD\V SHU \HDU LQ DGGLWLRQ WR WKH WLPH VSHQW
UHVSRQVLELOLWLHYV

&RQIOLFWYV RI LQWHUHVW

7KH *URXS V GLUHFWRUV DUH VXEMHFW WR D %RDUG &RQIOLFWV RI ,QWHUHVW 3RO
I1RPLQDWLRQV *RYHUQDQFH &RPPLWWHH 7KH SROLF\ JLYHV HIITHFW WR YDULRXYV (
UHODWLRQ WR FRQIOLFWV RI LQWHUHVW DQG LQ EURDG WHUPV VHHNV WR HQVXUH
ZRXOG FRQIOLFW ZLWK WKHLU REOLJDWLRQV DV D GLUHFWRU RI WKH *URXS 3ULRL
GLVFORVH DQ\ DFWXDO RU SRWHQWLDO FRQIOLFWYV RI LQWHUHVW WKDW PD\ SUHYF
,Q DGGLWLRQ DOO GLUHFWRUV PXVW VHHN DSSURYDO IURP WKH %RDUG YLD WKH
DGGLWLRQDO H[WHUQDO DSSRLQWPHQW :KHUH VXFK DSSURYDO LV VRXJKW WKH (
RU DFWXDO FRQIOLFWY DQG WKDW WKH UROH ZLOO QRW H[FHHG WKH PD[LPXP QXPI
WKH &DSLWDO 5HTXLUHPHQWY 'LUHFWLYH 9 7KH GLUHFWRU PXVW SURYLGH DVVXU
WKHLU DELOLW\ WR FRQWLQXH WR IXOILO WKHLU UROH DV D GLUHFWRU

7KH *URXS V SROLF\ DQG SURFHVVHV IRU PDQDJLQJ FRQIOLFWYVY RI LQWHUHVW VHH!
LOWHUHVW DUH SUHYHQWHG DQG DQ\ DVVRFLDWHG ULVNV WR WKH RUJDQLVDWLRQ
DUH PLWLJDWHG ,Q WKH HYHQW RI DQ DFWXDO RU SRWHQWLDO FRQIOLFW RI LQWH
DFFRUGDQFH ZLWK WKH SURFHVV XQGHU WKH SROLF\ DQG LPSDFWHG SDUWLHV ZRX

,Q DFFRUGDQFH ZLWK WKHLU GXWLHVY DV GLUHFWRUV HDFK GLUHFWRU LV DOVR RE
LOWHUHVW WKDW WKH\ KDYH LQ D PDWWHU WR EH WUDQVDFWHG DW D PHHWLQJ ,I
,QWHUHVW 3ROLF\ SHUPLWYV WKH %RDUG WR DXWKRULVH D FRQIOLFW VXEMHFW WR
DSSURSULDWH 7KH %RDUG PDLQWDLQV D UHJLVWHU RI FRQIOLFWYV RI LQWHUHVW Z
DQG DFWXDO RU SRWHQWLDO FRQIOLFWV RI LQWHUHVW DUH PDQDJHG E\ WKH &KDL
*URXS 6HFUHWDU\

/UDLQLQJ DQG GHYHORSPHQW

7R HQDEOH WKH %RDUG WR EH HIIHFWLYH DQG GLVFKDUJH LWV GXWLHV WKH &RGH
HTXLSSHG ZLWK WKH QHFHVVDU\ UHVRXUFHV WR XSGDWH WKHLU NQRZOHGJH DQG |
DSSURSULDWH WR WKH SDUWLFXODU GLUHFWRU DQG ZKLFK KDV WKH REMHFWLYH
RU &RPPLWWHHY ,Q DGGLWLRQ WR WKH UHTXLUHPHQWYV RI WKH &RGH WKH *URXS
5HJLPH UHTXLUHV GLUHFWRUV WR XQGHUJR D ILW DQG SURSHU DVVHVVPHQW 7KF&
FULWHULD WKDW WKH *URXS ZLOO FRQVLGHU WR GHWHUPLQH LI DQ LQGLYLGXDO L'
DVVHVVPHQW Rl FRPSHWHQFH $FFRUGLQJO\ LW LV FUXFLDO WKDW WKH ULJKW WU
DQG &RPPLWWHHY WR HQDEOH WKH *URXS WR PHHW WKHVH UHTXLUHPHQWV 1HZ G
MRLQLQJ WKH %RDUG 7KLV LQGXFWLRQ SURFHVV LV WDLORUHG WR WKH QHHGV RI
H[SHULHQFH DQG DQ\ &RPPLWWHHV RQ ZKLFK WKH\ ZLOO VHUYH ,QGXFWLRQ LQFO
H[HFXWLYHV XSGDWHV RQ LPSRUWDQW FRPPHUFLDO UHJXODWRU\ DQG ULVN PDWYV
*URXS

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:@FEH-

7UDLQLQJ DQG GHNHQBSRHQW

JROORZLQJ DSSRLQWPHQW DOO GLUHFWRUV FRQWLQXH WKHLU SURIHVVLRQDO GHY
RSHUDWLRQV WKURXJK EUDQFK DQG GHSDUWPHQW YLVLWYV DQG IRUPDO WUDLQLQ.
&RPPLWWHH LQ OLQH ZLWK WKH %RDUG 7UDLQLQJ 3ROLF\ 'XULQJ %RDUG PHPE
WKH UHODWLRQVKLS ZLWK &R RSHUDWLYHV 8. DQG FDSLWDO DQG OLTXLGLW\

‘'LUHFWRUV VNLOOV DQG H[SHULHQFH

$Q HIITHFWLYH %RDUG PXVW FRPSULVH LQGLYLGXDOV ZLWK WKH ULJKW PL[ RI NQRZ
LV DFKLHYHG LV RQH RI WKH UHVSRQVLELOLWLHV RI WKH &KDLU VXSSRUWHG E\ Wt

(DFK \HDU WKH %RDUG 1RPLQDWLRQV *RYHUQDQFH &RPPLWWHH DJUHH D VHW RI N
FROOHFWLYH YLHZ RI WKH %RDUG:-V NQRZOHGJH H[SHULHQFH DQG FRPSRVLWLRQ
*URXS-V VWUDWHILF SODQ DQG LQ SDUWLFXODU LWV SXUSRVH YDOXHV DQG SULQF
H[SHULHQFH DUH QHHGHG WR PDNH WKH *URXS D VXFFHVV RYHU WKH ORQJ WHUP

,Q WKHUH ZHUH WKUHH QHZ PHPEHUV RI WKH %RDUG DSSRLQWHG 'XULQJ WKH
*RYHUQDQFH &RPPLWWHH FRQVLGHUV WKH VNLOOV UHTXLUHG DQG WKH VXFFHVVLR
SRWHQWLDO FDQGLGDWHY WKDW DUH FRQVLGHUHG IRU DQ\ YDFDQFLHV WR HQVXU
H[SHULHQFH DQG FDSDELOLWLHVY WR PHHW WKHDIQHHEXVRVRPKIHUYVURXS DQG LWV PHP

7KH VNLOOV DQG FDSDELOLWLHV RI WKH %RDUG DUH NHSW XQGHU UHYLHZ WKURXJ
HDFK %YRDUG PHPEHU ZKLFK LV FDUULHG RXW E\ WKH &KDLU 'XULQJ WKH DSSUDLYV
%RDUG DV D ZKROH DUH FRQVLGHUHG 7KLV KHOSV WR VKDSH WKH VWUXFWXUHG V

&RPSRVLWLRQ VXFFHVVLRQ DQG HYDOXDWLRQ
7KH %RDUG GHOHJDWHV UHVSRQVLELOLW\ WR WKH %RDUG 1RPLQDWLRQV *RYHUQ!

¥ ODWWHUV UHODWLQJ WR WKH FRPSRVLWLRQ RI WKH %RDUG
f 7KH GHYHORSPHQW RI D GLYHUVH SLSHOLQH IRU VXFFHVVLRQ WR WKH %RDUG DQ

¥ 7TKH UHVXOWY RI WKH IRUPDO DQQXDO HYDOXDWLRQ SHUIRUPDQFH RI WKH %RDU ¢
GLUHFWRUYV

JRU PRUH LQIRUPDWLRQ RQ WKH ZRUN Rl WKH %RDUG 1RPLQDWLRQV *RYHUQDQFH
VHESEDJH RI WKLV UHSRUW

,Q FRPSOLDQFH ZLWK WKH &RGH HDFK GLUHFWRU LV UHTXLUHG WR VXEPLW WKHPYV
DQQXDOO\ DW WKH 6RFLHW\ V $QQXDO *HQHUDO OHHWLQJ %HIRUH GRLQJ VR HDF!
WKH GLUHFWRU PXVW VDWLVI\ FHUWDLQ UHTXLUHPHQWY UHJDUGLQJ WKHLU ILWQH
GLUHFWRU

7TKHVH UHTXLUHPHQWY DUH GHWHUPLQHG E\ WKH UXOHV RI WKH 6HQLRU 0ODQDJHUV
BUXGHQWLDO 5HIXODWLRQ $XWKRULW\ DQG LQFOXGH DPRQJVW RWKHU WKLQJV

f 4XDOLILFDWLRQV REWDLQHG
f 7UDLQLQJ XQGHUWDNHQ

f & RPSHWHQFH DQG FDSDELOLW\

f +RQHVW\ LQWHJIULW\ DQG UHSXWDWLRQ

7KH FRPSHWHQFH RI HDFK QRQ H[HFXWLYH GLUHFWRU ZKR VHUYHG RQ WKH %RDUG
DSSUDLVDO SURFHVV XQGHUWDNHQ E\ WKH &KDLU LQ UHVSHFW RI WKH QRQ H[HFXW
&KDLU LQ UHVSHFW RI WKH &KDLU RI WKH %RDUG DQG &KLHI ([HFXWLYH LQ UHVSHF

ILWQHVY DQG SURSULHW\ DOVR WRRN LQWR DFFRXQW GLUHFWRUV LQGHSHQGHQFF
VFUHHQLQJ SURYLGHU LV XVHG WR FDUU\ RXW FHUWDLQ FKHFNV WR FRQILUP WKH |

,QGLYLGXDO ELRJUDSKLHV RI WKH GLUHFWRUV DUH LQFODNXGHAKHMH WKRI®WRBKGHRI Gl
WKH EDFNJURXQGY DQG UHOHYDQW VNLOOV RI WKH GLUHFWRUV )XUWKHU GHWDLO
GLUHFWRUV FDQSPHHRX@®&® RHQNDLOV RI WKRVH VHHNLQJ HOHFWLRQ DQG UH HOHFWIL
*HQHUDO OHHWLQJ FDQ DOVR EH IRXQG LQ WKH 1RWLFH RI WKH $QQXDO *HQHUD

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV B5HSRUW RQ &R
*RYHUQ B:QRHe

&RPSRVLWLRQ VXFFHVVLRRRWQ@GHEHYDOXDWLRQ

7KH 6RFLHW\.V 5XOHVY UHTXLUH WKDW WKH %RDUG FRPSULVHVY EHWZHHQ VL[ DQG

GLUHFWRUV WKH &KDLU RI WKH %RDUG QLQH LQGHSHQGHQW QRQ H[HFXWLYH GLU
WZR H[HFXWLYH GLUHFWRUV 7KH FRPSRVLWLRQ RI RXU %RDUG LV FRQVLVWHQW ZL
KDOI RI WKH GLUHFWRUV H[FOXGLQJ WKH &KDLU RI WKH %RDUG VKRXOG EH QRQ H

&KDQJHV WR WKH %RDUG GXULQJ ZHUH DV IROORZYV

1DPH 5ROH &KDQJH

&DUROLQH ODUMRQ ([HFXWLYH 'LUHFWRUS$SSRLQWHG -DQXDU\
ODUN 3DUNHU |1RQ ([HFXWLYH 'LUHFWRUS$SSRLQWHG -DQXDU\
-DQH /HDFK 1RQ ([HFXWLYH 'LUHFWRU$SSRLQWHG 2FWREHU

%YRDUG HYDOXDWLRQ

(DFK \HDU WKH %RDUG DQG HDFK RI LWV &RPPLWWHHY XQGHUJR D SURFHVV WR DV
NH\ PHFKDQLVP IRU HQVXULQJ WKDW WKH %RDUG DQG LWV &RPPLWWHHV FRQWLQX]
DQG GHYHORSPHQW DUHDV IRU WKH IRUWKFRPLQJ \HDU 7KH &RGH UHTXLUHV WKDV
DQQXDO UHYLHZ RI WKHLU SHUIRUPDQFH DQG XQGHUWDNH DQ H[WHUQDOO\ IDFLOL!
6RFLHW\ KDG LWV ODVW H[WHUQDO UHYLHZ LQ W V QH[W H[WHUQDO UHYLHZ ZI
%DQN DQG WKH VLJQLILFDQW FKDQJHV WKDW ZHUH SURSRVHG WR WKH JRYHUQDQF
ERDUGV LQ LW ZDV UHFRPPHQGHG E\ WKH %RDUG 1RPLQDWLRQV *RYHUQDQFH
WKH IXO0O H[WHUQDOO\ IDFLOLWDWHG UHYLHZ VKRXOG EH SRVWSRQHG WR )ILR
DSSRLQWHG WR FDUU\ RXW DQ LQGHSHQGHQW H[WHUQDO HYDOXDWLRQ RI WKH %RI
RXW LQ WZR SKDVHV 3KDVH RQH FRPPHQFHG LQ WKH VHFRQG KDOI RI DQG SKD'

KH SURS
LWV -X
PHHWL
WKH SL
SHQGHQ

%RDUG SHUIRUPDQFH UHYLHZ

,QGHSHQGHQW %RDUG (YDOXDWLRQ ZDV FRPPLVVLRQHG WR FRQGXFW D ERDUG SHL
DSSURDFK WR DOLJQ ZLWK WKH QHZ *URXS VWUXFWXUH DOORZLQJ LW WR PDWXUH
WR WDNH IHHGEDFN LQ R U GKIRIQWRHVXMOIHDP 2K DHKDWIGH % RDUGYV RI WKH 6RFLHW\ DQ(
WRIJHWKHU 7KH VHFRQG SKDVH ZLOO EH D IXOO H[WHUQDOO\ IDFLOLWDWHG UHYLH
6XPPHU 7KH UHVXOWY RI WKH ILUVW SKDVH ZHUH SUHVHQWHG DQG GLVFXVVHG

7KH UHYLHZ FRQFOXGHG WKDW WKH %RDUG KDV RSHUDWHG HIIHFWLYHO\ LQ GLVFK
FXOWXUH DQG JRRG UHODWLRQV DURXQG WKH ERDUG WDEOH 7KH SURFHVV WR UH
WKRURXJK DQG ZHOO UHFHLYHG ZLWK FRQWLJXRXV ERDUG PHHWLQJV EHLQJ KHOG
IRXQG WKHUH KDG EHHQ FRPSUHKHQVLYH LQGXFWLRQ IRU %YRDUG PHPEHUV WDNLQ.

&RYHQWU\ %XLOGLQQERAMMWHSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW RQ &R
*RYHUQ B:QRH-

%RDUG HY DA WM kHRQ

'LUHFWRUV SHUIRUPDQFH

7KH &KDLU RI WKH %RDUG DSSUDLVHG WKH SHUIRUPDQFH RI WKH QRQ H[HFXWLYH C
%RDUG:-V SHUIRUPDQFH UHYLHZ ZDV OHG E\ WKH '"HSXW\ &KDLU DQG 6HQLRU ,QGHSI
RI WKH UHVW RI WKH %YRDUG PHPEHUV DQG FHUWDLQ PHPEHUV RI WKH ([HFXWLYH W
DSSUDLVHG E\ WKH &KLHI ([HFXWLYH 7KH FRQFOXVLRQV RI WKH DSSUDLVDO SURFH
GXWLHVY DQG UHVSRQVLELOLWLHY HIITHFWLYHO\

/TKH %RDUG DQG LWV FXOWXUH

7KH %RDUG LV DOVR UHVSRQVLEOH IRU SURYLGLQJ OHDGHUVKLS WR WKH *URXS RQ
VXSSRUWLQJ WKH RUJDQLVDWLRQ:-V SXUSRVH DQG WKH GHOLYHU\ RI LWV VWUDWH
BULQFLSOH % VHWV RXW WKH QHHG IRU WKH %RDUG WR OHDG E\ HI[DPSOH LQ SURP|
ODWWHUYV 5HVHUYHG WR WKH %RDUG UHWDLQV WKLV UHVSRQVLELOLW\ WR WKH %R
DFWLYLWLHV 7KH )LQDQFLDO 5HSRUWLQJ &RXQFLO KDV DOVR SXEOLVKHG JXLGDQF
RI WKH %RDUG LQ HVWDEOLVKLQJ DQG PDLQWDLQLQJ WKLV ZLWK SDUWLFXODU SU!
DVVHVV DQG HPEHG FXOWXUDO OHDGHUVKLS DFURVY RUJDQLVDWLRQV 7KH %RDUG
%RDUG GLVFXVVLRQ DQG GHFLVLRQV EXW DOVR WKURXJK PRUH LQIRUPDO DFWLYL
UHFHLYHV UHJXODU XSGDWHV WKURXJK LWV UHYLHZV RI WKH *URXS:V SHRSOH VWU
RWKHU VSHFLILF HPSOR\HH VXUYH\V ZKLFK WDNH SODFH HDFK TXDUWHU ZKLFK KH
WKH *URXS:V FXUUHQW FXOWXUH DQG JLYH WKHP D EDVLV RQ ZKLFK WR DQDO\VH W
UHTXLULQJ IXUWKHU ZRUN WR LPSURYH XSRQ

%\ UHYLHZLQJ TXDOLWDWLYH DQG TXDQWLWDWLYH LQIRUPDWLRQ IURP D UDQJH RI
HQVXUH WKDW WKH FXOWXUH UHIOHFWV WKH VKDUHG VHW RI YDOXHVY EHOLHIV DQ
7KH FRPELQHG FXOWXUH RI WKH QHZO\ H[SDQGHG *URXS IROORZLQJ WKH DFTXLVL)
WKH %RDUG WKURXJKRXW 7KH %RDUG FRQVLGHUHG FXOWXUH DV SDUW RI WKHL
DQG 1RYHPEHU ZKHQ GHWHUPLQLQJ WKH VWUDWHJ\ IRU WKH IRUWKFRPLQJ \HD
YDOXHYVY DQG HWKLFV RI WKH %DQN EHLQJ D SLYRWDO IRFXV SRLQW IRU GHFLVLRQ
RWKHU DVSHFWV RI FXOWXUH VXFK DV EL DQQXDO FXVWRPHU DQG PHPEHU H[SHUL
HTXLW\ DQG LQFOXVLRQ )XUWKHU GHWDLO RQ WKLV FDQ EH IRXQG LQ WKH EHORZ

,UDM $PLUXSISRYWHG WKH FXOWXUH UHYLHZ DFWLYLW\ FRPSOHWHG GXULQJ WKH \H
*URXS WRIJHWKHU WR KHOS VKDSH WKH FXOWKHRXRILWH % RR B ELRHREE R U ¥YDRU N D MVQ \R (
FROOHDJXHV DW &RYHQWU\ &RQYHUVDWLRQV SURYLGLQJ RSSRUWXQLW\ IRU RSH(
WR EH UDLVHG :KHUH UHOHYDQW WKLV FDQ WKHQ EH GLVFXVVHG PRUH EURDGO\ 7
PDNLQJ 7KH FROOHDJXH &RGH RI &RQGXFW DOVR FOHDUO\ VHWV RXW WKH H[SHFW
EHKDYLRXUV WKDW FROOHDJXHV VKRXOG VHHN WR PDLQWDLQ LQ RUGHU WKDW WKI
UHFRJQLVLQJ WKDW RSHQQHVY DQG WUXVW DUH HVVHQWLDO WR FUHDWLQJ DQG PI
GHOLYHULQJ KLJK VWDQGDUGVY RI FXVWRPHU VHUYLFH

TKURXJIKRXW WKH %RDUG DQG LWV FRPPLWWHHY FRQVLGHUHG DQG UHFHLYHG
ZRXOG VHW WKH FXOWXUH IRU WKH FRPELQHG RUJDQLVDWLRQ PRYLQJ IRUZDUG ,Q
XSGDWHYV RQ KDUPRQLVLQJ WHUPV DQG FRQGLWLRQV LQFOXGLQJ DVSHFWV VXFK C
FXOWXUH RI WKH *URXS 7KH %RDUG DOVR UHFHLYHG UHJXODU XSGDWHV RQ WKH L
FDUULHG RXW WR EULQJ WKH FXOWXUHV RI WKH WZR RUJDQLVDWLRQV WRJHWKHU I

/KH %RDUG DQG VWDNHKROGHUYV

$V D SXUSRVH OHG EXLOGLQJ VRFLHW\ WKH %RDUG XQGHUVWDQGV WKH LPSRUWDC
XQGHUVWDQG KRZ LWV GHFLVLRQV LPSDFW WKLV ZLGHU JURXS

7KH %RDUG WDNHV LQWR FRQVLGHUDWLRQ WKH LQWHUHVWY Rl WKHVH VWDNHKROGC
SURFHVVHV HQVXULQJ WKDW WKH\ FROQWLQXH WR DFW LQ WKH EHVW LQWHUHVW R

2QH RI WKH NH\ ZzD\V RXU %RDUG PHPEHUYV HQJDJH ZLWK PHPEHUV LV WKURXJK RXU
HQJDJHPHQW DJDLQ IURP RXU PHPEHUV ZKR DWWHQGHG ERWK LQ SHUVRQ DQG YLU
DQG WKH DFKLHYHPHQWYV RI WKH 6RFLHW\ GXULQJ WKH ODVW PRQWKY OHPEHUV
TXHVWLRQV DERXW WKH WKLQJY WKDW PDWWHU WKH PRVW WR WKHP 7KHVH TXHVYV
ZKHWKHU WKH SD\PHQW RI D PHPEHU GLYLGHQG ZDV EHLQJ FRQVLGHUHG WKH 6RF!
SURYLVLRQ RI GHELW FDUGV IRU PHPEHUV WKH *URXS V UHODWLRQVKLS ZLWK WKFE
WKH %DQN DQG WKH XVH RI $, 7KH QXPEHU RI DWWHQGHHY DQG WKH GHSWK RI TXt}
PHPEHUVKLS DUH DQG WKH LPSRUWDQFH WKH %RDUG SODFHY RQ OLVWHQLQJ WR W

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV B5HSRUW RQ &R
*RY HUQ B:@FEH-

TKH % RDUG DQG VWROWNIHKROGHUV

&DUROLQH ODUVK DWWHQGV 0\ 6RFLHW\ WKH HOHFWHG IRUXP RI HPSOR\HH UHSUI
XQGHUVWDQG WKH YLHZV RI HPSOR\HHV RQ NH\ PDWWHUV DV ZHOO DV XSGDWLQJ I
FRQVLGHULQJ O\ 6RFLHW\ PHPEHUVY DUH DOVR LQYLWHG WR DWWHQG DQG FRQWULI
PHHWLQJY DORQJVLGH LQVLJKW VKDUHG IURP RXU ZLGHU OLVWHQLQJ DSSURDFK |
WR LQIRUP GHFLVLRQV PDGH E\ WKH %RDUG

,Q DGGLWLRQ WR WKH HQJDJHPHQW WKURXJK WKH 0O\ 6RFLHW\ IRUXP WKHUH LV D
YLVLWYVY ZKHUH QRQ H[HFXWLYH GLUHFWRUV PHHW FROOHDJXHV DFURVV WKH RUJDC
ZKHUH %RDUG PHPEHUV REVHUYH FROOHDJXHV VXSSRUWLQJ PHPEHUV GLUHFWO\ E
RXU KHDG RIILFH 7KLV HQJDJHPHQW KDV LQFOXGHG YLVLWLQJ EUDQFKHYV DQG PHH
SDUWLFLSDWH LQ OHPEHU 7DONEDFN VHVVLRQV ZKHUH PHPEHUV DUH LQYLWHG WR
7KH ODWHVW Rl WKHVH VHVVLRQV ZDV KHOG LQ 1RYHPEHU OHPEHUV ZHUH DOV
WR GLVFXVV DUHDV RI LQWHUHVW DQG DVN TXHVWLRQV RI %RDUG PHPEHUV VXFK |
%RDUG PHPEHUV KDYH DOVR DWWHQGHG %YHWWHU &RQQHFWLRQV DQG 7HD DQG 7HF
ORFDO LQLWLDWLYHV 7KH %RDUG DOVR UHFHLYHVY GHWDLOHG XSGDWHV RQ WKH U
SURYLGHY JUDQXODU LQVLIJKW LQWR WKH YLHZV RI WKH *URXS V HPSOR\HHYV

7KH YLHZ RI FROOHDJXHVY DOVR KHOSHG WR LQIRUP WKLQNLQJ RQ WKH *URXS:-V QH'
FRQVLGHUHG E\ WKH %RDUG LQ WRBHNNYG/RKDOHHRBWUDWMHILF 5HSRUW \RX ZLOO IL
RQ WKH *URXS:V VWDNHKROGHUY DQG KRZ WKH\ LQIOXHQFH WKH GHFLVLRQV WKDW
GLVFORVXUH XQGHU 6HFWLRQ RI WKH &RPSDQLHV $FW $OWKRXJK DV D EX
WKH &RPSDQLHV $FW ZH VHHN WR YROXQWDULO\ DSSO\ LWV UHTXLUHPHQWYV ZK

KLVWOHEORZLQJ

7KH *URXS KDV LQ SODFH DUUDQJHPHQWY WR HQVXUH WKDW WKRVH ZKR ZRUN IRU
UDLVH FRQFHUQV LQ FRQILGHQFH DQG DQRQ\PRXVO\ LI WKH\ SUHIHU DQG WKDW W

7KH *URXS LV FRPPLWWHG WR HQVXULQJ WKDW QR RQH ZLOO EH DW ULVN RI GHWUI
D UHVXOW RI UDLVLQJ D FRQFHUQ ,UDM $PLUL 1RQ ([HFXWLYH 'LUHFWRU KDV EHH
&KDPSLRQ GHPRQVWUDWLQJ WKH *URXS V FRPPLWPHQW WR XSKROGLQJ WKH :KLVW
:KLVWOHEORZHUV &KDPSLRQ KDV RYHUDOO UHVSRQVLELOLW)\ IRU HQVXULQJ DQG R
HITHFWLYHQHVYV RI WKH *URXS:-V ZKLVWOHEORZLQJ SROLFLHY DQG SURFHGXUHV LGQ
DJDLQVW GHWULPHQWDO WUHDWPHQW 7KH :KLVWOHEORZHUV &KDPSLRQ HQVXUHV
DQQXDOO\ UHJDUGLQJ WKH HITHFWLYHQHVYV RI ZKLVWOHEORZLQJ VI\VWHPV DQG FRCQ
DQQXDOO\ DQG KDV D VSHFLILF UHSRUWLQJ FKDQQHO IRU LWV FROOHDJXHV WR UH

7KH *URXS UHPDLQV FRPPLWWHG WR FRQWLQXDOO\ HYDOXDWLQJ LWV DSSURDFK W
SOD\V DQ DFWLYH UROH LQ RYHUVHHLQJ WKH *URXS:V SURFHGXUHYVY DQG SROLFLHYV
HITHFWLYHQHVYV RI WKH *URXS:V ZKLVWOHEORZLQJ SURFHGXUHYV RQ DQ DQQXDO ED
/IHDGHU ZLWK UHVSRQVLELOLW\ IRU WKLV DUHD ZKR PHHWV UHJXODUO\ ZLWK WKH

%RDUG $XGLW &RPPLWWHH ZLWKRXW RWKHU PDQDJHPHQW SUHVHQW WR GLVEFEXVV

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



WRDUG 1RPLQEDWLRQV *RY
&S&RPPLWWHH UHSRUW

'"HDU OHPEHU HILVWLQJ %DQN %RDUG GLUHFWRU ODUN 3

$V &KDLU RI WKH %RDUG 1RPLQDWLRQV D&RX dj  BRAD UL |7'CVHK§'?,/PRP$L\3VC\5’V:>':G?_\6VN
&RPPLWWHH WKH &RPPLWWHH , DP SO é 5\/ U 7DV FRPSOHWHG
UHSRUW WR \RX ZKLFK RXWOLQHV WKH P HEY \4\}/ BoRWREFHVVIXO VHDUFK

&RPPLWWHH KDYH IRFXVHG RQ LQ %HUQGVWRQ ZKR DUH LQGHSHQGHQW RI W
2SHUDWLRQ RI WKH &RPPLWWHH LWV GLUHFWRUV WKH &RPPLWWHH UHFRPF

7KH &RPPLWWHH LV FKDLUHG E\ WKH &K %Q%W@B‘%?%%@%ﬁ?%ﬂwD%FFI;D?J\gD$>?GR
WKH PHPEHUV DUH LQGHSHQGHQW QRQ H LPH EC%H

'"HWDLOV Rl WKH VNLOOV DQG H[SHULHQFH. RHWKR R&R P ALRVAVG Y/

PHPEHUV FDQ EH IRXQG LQ WXHIHNERRJ I%%Kbk% BRDUG YDFDOFLHY WKH &RPPLWY

7KH &RPPLWWHH P MWHKWW HPW \O B D\ U
RWKHUZLVH DV URTXLUNG 7ki @xpEnU &) CREEQYGEABE CRw. v by b sLunFwr:
WKH \HDU FDQ EH IRXQ G D &OHW,KH DVEEEE OVH H WKHU FRPPLWPHQWV
WR WKH PHPEHUV UHJXODU DWWHQGHH ‘? \AV};/\HgﬁH_'DVW DQQXDOO\ IRU D
LQFOXGH WKH &KLHI ([HFXWLYH &KLHI I-b Ib \gl OVR XSRQ DQ\ FXUUHQW %F
*

HQHUDO &RXQVHEBXEUWWBU\ DQG +HD NLQJ DGGLWLRQDO H[WHUQDO DSSRLOQ\
&RUSRUDWH *RYHUQDQFH

JROORZLQJ HDFK PHHWLQJ WKH &KDLU I{Ilé E ‘DW % tBQVLGHL{VWV}ZED&V\égVLWDgL
SURYLGHVY DQ XSGDWH WR WKH %RDUG V ﬁt_ KEHB@%I—,-?JVVLQFH DOO GLL
UHYLHZHG E\ WKH &RPPLWWHH DQG NH\ LV{7 YIEQIPL W WLPH WR SHUIRUP WK
*RYHUQDQFH *URXS DQG QRQH RI WKH GLUHFWRUV KDV |

7KH &RPPLWWHH DGYLVHV WKH %RDUG RPDILLRP \N‘W H %' %Ué‘ﬁ\%@uv“sv ZKHCG
FE K Q HODWLQJ WR
WHUPV RI UHIHUHQFH ZKLFK DUH LQFOX %8 P\{ym@: %(iI-RI SYOoLVDWLRQV
ZHEVLWH DW ZZZ WKHFRYHQWU\ FR XN 2 RI'WKH SULQFLSD

UHVSRQVLELOLWLHV RI WKH &RPPLWWHH&LR/PWR RNMHWH B WK E H URXSL\E

JRYHUQDQFH DUUDQJHPHQWYV RQ EHKDOL R| il VXULQ
WKDW WKHVH DUH FRQVLVWHQW ZLWK o H JB Lk:f Fl%'\éRH%';Nng'QPHH[E
JRYHUQDQFH VWDQGDUGY DQG FRQVLVW g < % %UL'-TSH
K |“@g% x
HQVXUHV WKDW WKH GHFLVLRQV PDGH DUN £§ WK VAl @ B QGHQW QRQ
O

RI RXU PHPEHUV FXVWRPHUV DQG ZLGHU KMWPMNPEKIROWG RUWRM ZRPPLWWHH LQ D
DV EHLQJ FRQVLVWHQW ZLWK 'RXU QD O X H\. D X OWXUH
WKH &RPPLWWHH KDV FRQWLQXHG WHONZN=N=NSRUAA'Q IS OHPEHU VLQHF
FRPSOLDQFH ZLWK WKH 8. &RUSRUDWH *RY VUL B Rk b e&R
WKH &RGH DQG FRQVLGHUHG LQ GHWDLD Wil HRXS V DSSURDFK

WR FRPSOLDQFH ZLWK 3URYLVLRQ
&DUROLQH 0DUVK

%YRDUG FRPSRVLWLRQ DQG VXFFHWYORAXONIWWMW LQJ

$V D SDUW RI LWV UHPLW WKH &RPPLWW HKbiluVo dbHVSR QML EO HsR b
UHYLHZLQJ DQG PDNLQJ UHFRPPHQGDWLRYEERQ -LDW) g&@g\(
UHODWLQJ WR WKH VWUXFWXUH VL]JH FRPSRVLWLRQ DQG ZD\V RI
ZRUNLQJ RI WKH %RDUG

7KLY LQFOXGHYV VXFFHVVLRQ SODQQLQJ IRU WKH %RDUG DQG
RYHUVHHLQJ WKH DSSRLQWPHQW RI QRQ H[HFXWLYH DQG
HIHFXWLYH GLUHFWRUV WR WKH %RDUG DQG %RDUG &RPPLWWHHV RI
WKH *URXS 7KH &¢RPPLWWHH UHYLHZV WKH VXFFHVVLRQ SODQV

IRU WKH %RDUG DQG ([HFXWLYH WHDP DQQXDOO\ IRFXVLQJ RQ
HQKDQFLQJ WKH FRPSRVLWLRQ RI WKH %RDUG WDNLQJ LQWR
DFFRXQW WKH VNLOOV NQRZOHGJH H[SHULHQFH DQG GLYHUVLW\ RI
WKH H[LVWLQJ PHPEHUV RI WKH %RDUG DQG WKH FDSDELOLWLHYV
QHHGHG IRU LW WR EH HIIHFWLYH LQ GHOLYHULQJ LWV
UHVSRQVLELOLWLHVY WR SURYLGH RYHUVLJKW DQG JRYHUQDQFH RI WKH
*URXS DQG WR VDIHIXDUG WKH LQWHUHVWYVY RI LWV PHPEHUV DQG
FXVWRPHUV

7KH & RPPLWWHH RYHUVDZ PXOWLSOH DSSRLQWPHQWYV DQG
FKDQJHV WR WKH FRPSRVLWLRQ Rl WKH %RDUG DW WKH EHJLQQLQJ
RI ZLWK &DUROLQH ODUVK DSSRLQWHG WR ERWK WKH *URXS
DQG %DQN %RDUGV LQ -DQXDU\ DQG WKH DSSRLQWPHQW RI

7KLV LV D NH\ IDFWRU WR WKH RYHUDOO £ LWK WKLV UH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



RDUG 1RPLOQDWLRQV *RY!
&RPPLWWHH:=WHSR UW

'LYHUVLW\ 2WKHU NH\ DFWLYLWLHV LQ

'LYHUVLW)\ DQG LQFOXVLRQ DUH LQWULQML P G/RLW kR Q W ¥.KHy PRLWY DOUHDG\ FF
DQG SXUSRVH $ NH\ VWUDWHJILF SULRULBAVIRFRRM CHRYS WKWRROORZLQJ NH\ PD
FUHDWH DQ LQVSLULQJ SODFH WR ZRUN ZK(IQ\KXBHE WWHWH U H | D W VF IKHUHKHQV LY H
GLYHUVLW\ RI LWV FLW\ DQG FRPPXQLWLHVDQKH/ HDRKSD/QHZ QRQ H[HFXWLYH GLUF
DSSURDFK WR JHQGHU DQG GLYHUVLW\ ZL O\CR PR QN @D @& R E 4 FIWREH U

IDFWRU LQ DFKLHYLQJ WKLV $V SDUW Rk LWMW UkiPh® DYEHDSSURYHG WKH %RDUG V
&RPPLWWHH RYHUVHHV WKH LPSOHPHQWDWbRIQ R YWOHH) *WIRMHNQFH WR H[HFXWLYH
GLYHUVLW\ DQG LQFOXVLRQ FRPPLWPHQWW HERG LRPIUY ISHG IRXVMO R R1 QRQ H[HFEXWLY

GHWDLOHG UHYLHZ RI WKLV DUHD GXULQJ MKH WRY% %rRDUG WUDLQLQJ WKURXJIKRX

20H NH\ DUHD RI IRFXV IRU WKH &RPPLWWHR YWLWRKPDBDHIRFEXYY RQ ZKDW WUDLQLQJ
EDODQFH RI WKH %RDUG DQG ([HFXWLYH WWMBF BORBOWKHL WERYHEWRU\ RI WKH *UR.
UHSRUWV &OHDU VXFFHVVLRQ SODQQLQJ LvQDR BoDE Y G- bW MRFWRU

DFFRXQW RI WKH FXUUHQW DQG IXWXUH G I5HFHVYYWGE RIQ/ NOGRWH RQ SURJUHVV DJD
OHDGHUV ZLWKLQ WKH *URXS 7KLV SODQQERYHNONR/ORBEVLEOBXWIORQ FRPPLWPHQ
DW WKH H[WHUQDO PDUNHW RSSRUWXQLW LR XERZVLGHSRREML WLRQV WR EH ODXQFKH

DFKLHYHPHQW RI RXU GLYHUVLW\ DQG LQFOXYLR gv L lyw
7KH &RPPLWWHH KDV HQJDJHG zZLWK WKH IHFX 6?( by V. g\b’VRUSF'TSVJ'F?VE'[WV\'/“l
HQVXUH DFFRXQWDELOLW\ IRU SURJUHVYV V\|Z| HHtS’ &é’k- S EH%/L&/\{\ Q

[ SHUPLWWHG ¢
DQG LQFOXVLRQ DJHQGD SUHYHQW GLUHFWRUV GHYRWLQJ VXIILFL

7KH 6RFLHW\ SUHYLRXVO\ VHW D WDUJHW WWRRXBKLHYH IHPDOH

PHPEHUVKLS RQ LWV %RDUG 3URJUHVV kEQsWEKNYVVYNEHRSEDHDRPHRRE® FRUSRUDWH JRY
SULRULW\ IRU WKH &RPPLWWHH DQG IROORZHRHIRSAHFIWR LQFOXGLQJ WKH UHYLH
LW ZDV DJUHHG WKDW WKH 6RFLHW\ ZRXO GyKHYWHRQsW KRV PREBWHR@RYHUQDQFH &R

ZLWK D UHVWDWHG WDUJHW GDWH RI 716 G WP WA VB WH HI KA LR Q 3URFHVY UHTX
FRQWLQXHG WR UHYLHZ GXULQJ WKH % BRDWG PRS BaRPYFIHPHOWY IRU WKH 6RFL
FRPPLWWHH FRPSRVLWLRQ DV SDUW RI L'WY, \OXFI3Y bhRQ SEP BR RS £ Hu v
DFWLYLW\ HQVXULQJ WKDW DSSRLQWPHQWY DOG VXFFHVVERQ SODQV

DUH EDVHG RQ PHULW DQG REMHFWLYH FULWHULD DQG ZLWKLQ WKLV

FRQWH[W SURPRWH GLYHUVLW\ RI JHQGHU VRFLDO DQG HWKQLF

EDFNJURXQG FRJQLWLYH DQG SHUVRQD ¥W$J§Q5W§y %ORQJVLGH

SURIHVVLRQDO H[SHULHQFH %RDUG DSS L(b H éJL O FROQWLQXH

WR HQVXUH GLYHUVH VKRUWOLVWYV DV VWD ®DRIGWKH 1RPLQDWLRQV *RYHUQDQF!

7KH &RPPLWWHH DOVR FRQVLGHUHG JHQGI-)||E|JEEUI3<(9ESJéFH DFURVV WKH
*URXS JHQHUDOO\ SDUWLFXODUO\ LQ UHVSHFW RI LPSURYLQJ WKH
QXPEHU RI IHPDOHV LQ VHQLRU PDQDJHU UROHYV DQG DERYH DW
WKH *URXS $V DW '"HFHPEHU WKH *URXS ([HFXWLYH ZDV
JHQGHU EDODQFHG DQG WKH %RDUG KDG RI UROHV ILOOHG E\
ZRPHQ Rl UROHV UHJDUGLQJ GLUHFW UHSRUWYVY RI WKH *URXS
([HEXWLYH ZHUH KHOG E\ ZRPHQ 7KH &RPPLWWHH HQGRUVHG

WKH *URXS:V GLYHUVLW\ DQG LQFOXVLRQ DPELWLRQV GXULQJ WKH
\HDU LQFOXGLQJ WKH DPELWLRQ IRU Rl 6HQLRU ODQDJHU

DQG DERYH UROHV WR EH KHOG E\ ZRPHQ

(IHIHFWLYHQHVYV

7KH & RPPLWWHH LV UHVSRQVLEOH IRU RYHUVHHLQJ WKH
SHUIRUPDQFH UHYLHZ Rl WKH %RDUG 7KH &RPPLWWHH
FRQVLGHUHG PXOWLSOH SURYLGHUV WR FRPSOHWH D &KDLU
FRPPLVVLRQHG D %RDUG SHUIRUPDQFH UHYLHZ DQG D GHFLVLRQ
ZDV WDNHQ WR LQYLWH )ILRQ +DJXH Rl ,QGHSHQGHQW %RDUG
(YDOXDWLRQ WR FRQGXFW WKH UHYLHZ 7KH UHYLHZ ZLOO EH
FRQGXFWHG LQ WZR SKDVHV ZLWK SKDVH RQH KDYLQJ

FRPPHQFHG WRZDUGV WKH HQG RI DQG WKH ILQGLQJV

ZHUH UHSRUWHG WR WKH %RDUG LQ -DQXDU\ $FWLRQV
DULVLQJ IURP WKH UHYLHZ ZLOO EH WUDFNHG E\ WKH &RPPLWWHH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



RDUG 5LVN &RPPLWWHH 5F

'HDU OHPEHU ZLWK IRFXVLQJ RQ RYHUVHHLQJ FXUUHQW |

F Q QLWRULQJ WKH ILQI
, DP SOHDVHG WR SUHVHQW WKH %RDUG ﬁ%WO%&é%Eg%H%K&VEHRXS

&RPPLWWHH UHSRUW IRU WKH \HDU HQG

'XULQJ WKH \HDU WKH &RPPLWWHH ZDV (RKO\H RQWKHWRRSLVN FDSDELOLW\ DQG
FXUUHQW DQG HPHUJLQJ U LIVQIW HIW DWKH B BWILYH B/ \RWRRFXV WKURXJK

WQN LQWR WKH *URXBKAFRRRRAREW® HH

WRJIJHWKHU ZLWK PDQDJHPHQW KDV FRQWLQXHG WR SURDFWLYHO\

LGHQWLI\ PDQDJH PRQLWRU DQG PLWLJDWH WKH NH\ ULVNV

IDFLQJ WKH *URXS HQVXULQJ LW UHPDLQV UREXVW DQG UHVLOLHQW

7KH &RPPLWWHH KDV FRQWLQXHG WR su%@!é’ﬂ%r@tﬁ%‘é@é% DQG

LQIOXHQFH UHIDUGLQJ WKH *URXS V VWURWHILE JRROY%RBGG 5LVN &RPPLWWHH
LQLWLDWLYHYVY DQG WR HQVXUH JRRG RXWE#@@%DI@\U RXU PHPEHUYV

6LJQLILFDQW ZRUN KDV EHHQ XQGHUWDNHQ LQ WKH \HDU WR
LGHQWLI\ WKH PRVW DSSURSULDWH SULQFLSDO ULVNV IRU WKH *URXS
DQG WKH GHYHORSPHQW RI D *URXS (QWHUSULVH 5LVN

ODQDIJHPHQW )UDPHZRUN (50) &RPPLWWHH PHPEHUV

ZHUH FRQVXOWHG RQ DOO WKH NH\ GHVLJQV DQG UHFRPPHQGHG

WKH ILQDO YHUVLRQ WR %RDUG IRU DSSURYDO

7R HQVXH VXIILFLHQW RYHUVLJKW DQG JRYHUQDQFH RI WKH
LOWHIJUDWLRQ DQG IXWXUH WUDQVIRUPDWLRQ DFWLYLW\ 6WUDWHJILF
&KDQJH ULVN ZzDV HOHYDWHG WR D SULQFLSDO ULVN FDWHJRU\ LQ

H DOVR HOHYDWHG )LQDQFLDO &ULPH WR D SULQFLSDO ULVN
FDWHJRU\ IURP SUHYLRXVO\ EHLQJ D FRQVWLWXHQW RI
2SHUDWLRQDO 5LVN &OLPDWH ULVN DQG 2SHUDWLRQDO 5HVLOLHQFH
KDYH EHHQ GHVLJQDWHG DV WKHPDWLF ULVNV DV WKH\ VSDQ DFURVV
WZR RU PRUH SULQFLSDO ULVNYV

'XULQJ WKH &RPPLWWHH KDV SHUIRUPHG RYHUVLJKW

DFURVVY DOO RI WKH *URXS V SULQFLSDO ULVN FDWHJRULHV ZLWK
SHUIRUPDQFH DJDLQVW ULVN DSSHWLWH UHYLHZHG RQ DQ RQJRLQJ
EDVLVY 'HVSLWH WKH FKDOOHQJLQJ HIWHUQDO HQYLURQPHQW WKH
*URXS V ULVN SURILOH KDV UHPDLQHG EURDGO\ VWDEOH YHUVXV WKH
SULRU \HDU

7R HQVXUH WKH *URXS ULVN SURILOH UHPDLQV DSSURSULDWH WKH
&RPPLWWHH UHYLHZHG WKH ULVN DSSHWLWH VWDWHPHQWY DQG
SROLFLHV IRU DOO SULQFLSDO ULVN FDWHJRULHYV

7KH 8RPPLWWHH UHYLHZHG WKH VWUHQJWK RI WKH *URXS V
EXVLQHVYVY SODQ DQG LWV SURMHFWHG OLTXLGLW\ DQG FDSLWDO
SRVLWLRQ WKURXJK WKH 6WUDWHJLF )LQDQFLDO 30DQ ,W ZDV
GHWHUPLQHG WKDW WKH *URXS FRQWLQXHV WR KDYH VXIILFLHQW
FDSLWDO DQG OLTXLGLW\ UHVRXUFHYV

7KH 8RPPLWWHH ZHUH XSGDWHG RQ FOLPDWH ULVN
GHYHORSPHQWY LQFOXGLQJ SK\VLFDO DQG WUDQVLWLRQ ULVN
DVVHVVPHQWY DQG PLWLIJDWLRQV GHYHORSPHQWYV LQ WKH
UHJXODWRU\ HQYLURQPHQW DQG RWKHU NH\ FOLPDWH UHODWHG
DFWLYLW\ DFURVV WKH *URXS

7KH &RPPLWWHH KDV FRQWLQXHG WR FKDOOHQJH PDQDJHPHQW
RQ WKH SODQQLQJ DQG GHOLYHU\ Rl NH\ WUDQVIRUPDWLRQDO
FKDQJH SURMHFWV DQG KDV EHHQ NHSW DEUHDVW Rl WKH *URXS V
HQJDJHPHQW ZLWK UHJXODWRUV DQG RQJRLQJ IXWXUH UHJXODWRU\
FKDQJH

'XULQJ WKH ILQDQFLDO \HDU WKH &RPPLWWHH ZLOO RYHUVHH
IXUWIRBOHPHQWDWRR/E *URXS ULVN DSSHWLWH DQG

WKH *URXS (50) ,W ZLOO UHYLHZ WKH *URXS V ULVN DSSHWLWH
VWDWHPHQWY ERDUG OLPLWYV DQG SROLFLHV IRU SULQFLSDO ULVN
FDWHJRULHV ,Q DGGLWLRQ WKH &RPPLWWHH ZLOO FRQWLQXH WR
UHYLHZ WKH *URXS V IXWXUH DQG IRUZDUG ORRNLQJ FDSLWDO DQG
OLTXLGLW\ DGHTXDF\ YLD WKH *URXS ,&%$%$3 DQG ,/$$3 DORQJ
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RDUG 5LVN &RPPLMMWKHEA SH

&RPPLWWHH UROH DQG UHVSRQVUIEE$JUHWG D ULVN RYHUVLIJKW SODQ DQG PF

7KH &RPPLWWHH LV D VXE FRPPLWWHH RI ;t%y'\%gég\%\l’%&ﬁgl"y%%;/SURJUHVV LQ GHO

PRVW VHQLRU ULVN FRPPLWWHH ZLWKLQ W , >
GHOHJDWHG DXWKRULW\ IURP WKH %RDUE POG BENEVWWKHW KR ¥PRPIRYHUL 30DQ DQ

LQ IXOILOOLQJ LWV RYHUVLJKW UHVSRQVLEVYEWYRVQ¥U)YPPRZRUN
PDQDJHPHQW DFURVV WKH *URXS $ SHYLHZHG VWUHVV WHVW DVVXPSWLRQV

)WV UHVSRQVLELOLWLHV LQFOXGH WKH IRPEREY) vV .&$83 DQG ,/$$3

t 3URYLGLQJ RYHUVLJKW DQG DGYLFH WR WL BbRHDG KB OURI®HAVERYN J)UDPHZRUN L
WR FXUUHQW DQG SRWHQWLDO IXWXUH WHNXHPREKHKQWVLRMWNRHUDWLRQ
*URXS DQG ULVN VWUDWHJ\ LQFOXGLQH SHIFMHHLY AIGQRNAMRQHR/I WHEPBWLQJ WR WHFK
DSSHWLWH DQG WKH HIIHFWLYHQHVV RI WHKEXULRKSUY VNV

UDPHZRUN IRU PDQDJLQJ ULVN t BHYLHZH KH 2SHUDWLRQDO 5HVLOLH
t 3URPRWLQJ D ULVN FXOW XU H MPKEDHW \& X'W E H %eew XSGDWHYV SQ RXWVRXUF(E

DQG FXVWRPBQ® RYHWHHLQJ LPSOHPHng EE‘% S&PHOW

PDLQWHQDQFH RI WKH *URXS-V (QWHUSU LN TR

ODQDJHPHQW )UDPHZRUN (50) t SHYLHZHG DQ DVVHVVPHQW RI WKH LQGH
t SHYLHZLQJ NH\ ULVN SROLFLHV DQG IUDPHARBNVDRGHOKIGWEH SLVN IXQFWLRQ

NH\ ULVN DSSHWLWH VWDWHPHQWYV t SHFHLYHG XSGDWHV RQ UHJXODWRU\ FKEC

F (QVXULQJ WKH ([HFXWLYH WHDP LV KHOGSWRLEBEABXWMWHWRPPLWWHH V WHUPV RI |

LGHQWLI\ DVVHVV DQG PDQDJH ULVNV_L ER F W
WKH UHTXLUHPHQWY RI WKH (50) $ QUEE@DV\H-FQQVULZRLQ %DV DOVR KHOG EHWZ

HPEHUV WKH &KLHI 5LVN 2IILFHU &52 DGQ
+ ORQLWRULQJ ULVNV RQ EHKDOI RI WKHHBRE® UHSRUWY WR SURYLGH DQ RSSRUW
&RPPLWWHH PHHWLQJV DERXW ULVN PDWWHUV ZLWKRXW PDQDJHPHI
"XULQJ WKH &RPPQWVHEHD B BIWHR 30HDVH UHIHU WR WKH 5LVN ODQDJHPHQW

RFFDVLRQV 7KH &RPPLWWHH FRQWLQXHYWR RSHHPWIHNY PDFLQJ WKH *URXS DQG
IOH[LEOH PDQQHU ZLWK D PL[WXUH RI PHRWYLR % KHHHE B RARWHQKHUHQW ULVNV L(
DQG LQ SHUVRQ WKURXJKRXW WKH \HDU MWRGHQVXKH WIKINVOWEHIHPHQW 5HSRUW FR

&RPPLWWHH FRXOG DSSURSULDWHO\ RYHUVdigwW 89 WRRKR 2V UMWNLY PDQDJHG DFUR
SURILOH 'HWDLOV RQ PHHWLQJ DWWHQGDQFH FDQ EH YLHZHG LQ

WKH 'LUHFWRUV:- 5HSRUW RQ &RUSRUDWHFRFRUYDQHMH HITHFWLYHQHVV

&SRPPLWWHH PHPEHUVKLS $W WKH HQG RI WKH %RDUG DQG %RDU
SHUIRUPDQFH DVVHVVPHQWY ZHUH FRQGXF

7KH PHPEHUV RI WKH &RPPLWWHH LQ WIY HY LVVXHG E\ +DOH[ &RQVXOWLQJ WKI
ZHUH UHYLHZHG LQ -DQXDU\ $Q H[WHUC

OHPEHUVKLS OHPEHU VLQ SHUIRUPDQFH UHYLHZ ZDV FRPPLVVLRQHG

ODUWLQ 6WHZDUW WRZDUGV WKH HQG RI WR EH FRQGXFWF

UDM $PLUL 7KH UHVXOWV RI WKH ILUVW SKDVH DQ LQlI

DLQ SOXQNHWW WKH %RDUG LQ -DOXDU\  DQG WKH VHFR

. ;

&DUROLQH 0DUVK 6XPPHU ZLOO LQFOXGH D UHYLHZ RI FRI

-DQH /HDFK SHUIRUPDQFH

OHPEHU 1URP 1RYHPEHU /IRRNLQJ IRUZDUG

' WKH &RPPLWWHH ZLOO SURYLGH!
-H\ PDOWWRQWLGHUHG E\ WKH &RP?DHQVM%HQW DFURVV WKH *URXS LQFOXGL

$W HDFK PHHWLQJ WKH &RPPLWWHH FRQ¥XuGHKBEOB HPP HQWDBRWR *URXS ULVN DSSHW
FRQVROLGDWHG ULVN UHSRUW SUHSDUH @ EN WKjIXSU RHOS VRS YNPHQWLQJ WKH (50) Z
IXQFWLRQ 7KHVH UHSRUWYV KLJKOLJKWHSOMHNURY NYKBYFLQJ RXU ULVN PDQDJHPH
FRQVLGHUDWLRQ E\ WKH &RPPLWWHH ,Q2R@EGVWILRR RE¥WKHRIXOO ULVN SURILOH RI
DPRQJ RWKHU WKLQJV WKH &RPPLWWHHWR EH D NH\ SULRULW\ JLYHQ WKH SRWHQVW

t 5HYLHZHG DQG UHFRPPHQGHG WR WKH'BRDFEOWWHFOQPXQFHUWDLQWL ‘D YRODWL
*URXS (50) HQYLURQPHQW DQG QRWLQJ WKH VWUDWHJ

*
# SHYLHZHG WKH VWUDWHILE D06 HPHUFES Bry b bsiRy B oW Wen kHbuw R

WKH *URXS V 2 6WUDWHJILF SODQODQDJHPHQW

¥ SHYLHZHG WKH *URXS V ULVN DSSHWLWH IUDPHZRUN
LQFOXGLQJ ULVN OLPLWY DQG ULVN LQGLFDWRUV IRU HDFK RI WKH
SULQFLSDO ULVN FDWHJRULHY DQG FRQVLGHULQJ WKH LPSDFW RI
WKH DFTXLVLWLRQ RI WKH %DQN RQ ULVN DSSHWLWHYV

¥ SHYLHZHG ULVN SROLFLHV IRU SULQFLSDO ULVN FDWHJRULHYV
LQFOXGLQJ WKH FUHDWLRQ RI *URXS SROLFLHV
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WRDYWBKLGLW &RPPLWWHH 5HS

'"HDU OHPEHU

‘H PRQLWRUHG WKH H[WHUQDO DXGLWRUYV
$V &KDLU RI WKH %RDUG $XGLW &RPPLWWHRHIMEHY&RRPEYW® DN VHVVHG WKH HITHFW
DP SOHDVHG WR SUHVHQW RKUFUHSGRMUWRBRW | w SURFHVV LQ DGGLWLRQ WR UHFRPI
WKH ZRUN FDUULHG RXW E\ WKH &RPPLWMHR WKYBRXGHMREWAVKESURYLQJI WKH UHP X

\HDU , MRLQHG WKH &RPRRWVWPIEHDV &KDLUHQIJDIJHPHQW RI WKH H[WHUQDO DXGLWF
WDNLQJ RYHU IURP ,UDM $PLUL ZKR FRQWLQXHV LQ KLV UROH DV

&KDLU RI WKH %DQN %RDUGZ&XGIGWO& R PIPARUNHIHQRIRUPDWLRQ RQ HDFK RI WKH DERY!
WDNH WKLV RSSRUWXQLW\ WR WKDQN ,Ub® WK pRidDIRWY I wKH
&RPPLWWHH IRU WKH SDVW VHYHQ \HDUV

‘H GLUHFWHG WKH &¢RPPLWWHH:-V RYHUVLIJKW UHVSRQVLELOLWLHYV
UHODWLQJ WR DFFRXQWLQJ ILQDQFLDO UHSRUWLQJ DQG LQWHUQDO
FRQWURO PDWWHUV WKURXJK ZKDW KDV-BERHQ BHRRWKHU EXV\ \HDU

H\ LPSDFWV RQ WKH *URXS-V DFFRXQWL®KDLWGRILUBEBPARDUG $XGLW &RPPLWWHH
UHSRUWLQJ PDWWHUV FRQWLQXHG WR GHPHBUGXWPIHFLILF
FRQVLGHUDWLRQ E\ WKH &RPPLWWHH

$FFRXQWLQJ IRU WKH DFTXLVLWLRQ Rl 7KH &R RSHUDWLYH %DQN
LQFOXGLQJ UHFRJQLWLRQ RI WKH JDLQ RQ DFTXLVLWLRQ DQG
FRQVLGHUDWLRQ RI WKH LPSDFW RI DOLJQLQJ DFFRXQWLQJ SROLFLHV
IRU WKH FRPELQHG JURXS KDYH EHHQ FRQVLGHUHG E\ WKH

&RPPLWWHH GXULQJ WKH \HDU 7KH &RPPLWWHH DOVR IRFXVHG

RQ WKH UHFRJQLWLRQ DQG FDUU\LQJ YDOXH RI WKH GHIHUUHG WD]|
DVVHW LQ UHODWLRQ WR WKH %DQN V KLVWRULF ORVVHV DQG H[SHFWHG
FUHGLW ORVVHV UHFRJQLVHG DJDLQVW WKH FRPELQHG *URXS V
OHQGLQJ SRUWIROLR

7KH &RPPLWWHH FRQWLQXHG WR PRQLWRU WKH LQWHJULW\ RI WKH
*URXS-V HIWHUQDO UHSRUWLQJ DQG UHYLHZHG WKH VLJQLILFDQW
ILQDQFLDO UHSRUWLQJ MXGJHPHQWY DQG HVWLPDWHV ZKLFK
XQGHUSLQ WKH ILQDQFLDO VWDWHPHQWY ORUH LQIRUPDWLRQ RQ
WKHVH MXGJHPHQWYV LV LQFOXGHG LQ WKLV UHSRUW 7KH
&RPPLWWHH DOVR SUHVLGHG RYHU PDWWHUV UHODWHG WR FOLPDWH
FKDQJH VWDQGDUGY DQG GLVFORVXUHV DOLJQHG WR WKH 7DVN
YRUFH RQ &0LPDWH UHODWHG )LQDQFLDO 'LVFORVXUHV 7&)' DQG
WKH *OREDO 5HSRUWLQJ ,QLWLDWLYH *5, VWDQGDUGV DV
SUHVHQWHG ZLWKLQ WKH *URXS V 6XVWDLQDELOLW\ 5HSRUW

$vV D UHVXOW RI WKH ZRUN SHUIRUPHG WKH &RPPLWWHH KDV

EHHQ DEOH WR SURYLGH DVVXUDQFH WR WKH %RDUG WKDW WKH
$QQXDO 5HSRUW S$FFRXQWV WDNHQ DV D ZKROH DUH IDLU
EDODQFHG DQG XQGHUVWDQGDEOH DQG SURYLGH WKH
LQIRUPDWLRQ QHFHVVDU\ IRU PHPEHUV DQG RWKHU

VWDNHKROGHUY WR DVVHVV WKH *URXS-V ILQDQFLDO SRVLWLRQ DQG
SHUIRUPDQFH EXVLQHVV PRGHO DQG VWUDWHJ\

7KH HITHFWLYHQHVYV RI WKH *URXS-V LOQOWHUQDO FRQWUROV DQG ULVN
PDQDJHPHQW V\VWHPY DOVR FRQWLQXHG WR EH D FRUH
FRQVLGHUDWLRQ RI WKH &RPPLWWHH GXULQJ WKH \HDU 7KH
&RPPLWWHH UHYLHZHG WKH DFWLYLWLHV ILQGLQJV DQG
SHUIRUPDQFH RI WKH ,QWHUQDO $XGLW IXQFWLRQ GXULQJ WKH

\HDU LQFOXGLQJ WKH HIITHFWLYHQHVYV RI WKH IXQFWLRQ WKH
DGHTXDF\ RI LWV GHSDUWPHQWDO EXGJHW DQG WKH

UHPXQHUDWLRQ RI WKH &KLHI ,QWHUQDO $XGLWRU

7KH &RPPLWWHH DOVR SURYLGHG RYHUVLJKW RI WKH *URXS-V
SURFHGXUHY DQG SROLFLHV IRU PDLQWDLQLQJ SURELW\ GXULQJ WKH
\HDU LQFOXGLQJ ZKLVWOHEORZLQJ DVVHVVHG WKHLU RYHUDOO
HIILFDF\ DQG UHYLHZHG DQ DQQXDO UHSRUW RQ WKH
HITHFWLYHQHVYV RI ZKLVWOHEORZLQJ SURFHGXUHYV SULRU WR
VXEPLVVLRQ WR WKH %RDUG
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WRDUG $XGLW &RPPLWWHH

SROH DQG PHPEHUVKLS RI WKH &R@IHLVW\HW(HD-D ERDUG SHUIRUPDQFH UHYLH.

7KH UROH Rl WKH &RPPLWWHH LV WR UH H E?/;(/OWWKVHRWQV\(/;KﬁllLU\
LQWHJULW\ RI WKH *URXS-V ILQDQFLDO BUG VWUXEWXU
VWDWHPHQWY LQ DGGLWLRQ WR PRQLW '?/UK?GF%Q DOQXDU\
LQWHUQDO FRQWUROV DQG ULVN PDQDJ oo LGFOXGH D UH®
RYHUVHHLQJ WKH ZRUN RI WKH QWHUQD QR% OFH

H[WHUQDO DXGLWRUYV

7KH &RPPLWWHH:V PHPEHUV DUH LQGHSHb‘éI—R}L\JNHc?RVQR' IRFXV GXULQJ

HI[HFXWLYH GLUHFWRUV ZKR DUH DEOH WR JQUDZFRQWRBMWWHUY WKDW ZHUH FRQVL
H[SHULHQFH WR UHYLHZ DQG FKDOOHQJKRWPH WRVUHNM FBIXULQJ WKH \HDU ZRUNLQJ Fi
PDQDJHPHQW LQ WKHVH DUHDV %RDUG 5LVN &RPPLWWHH WKH *URXS-V 5L\

7KH & RPPLWWHH DGYLVHVY WKH %RDUG RQ WIS‘\%/R/?I%\?&%ILWK %%H VAW RXW LQ WKH I
VHW RXW LQ LWV WHUPV RI UHIHUHQFH ZKLWHFE DUBD WQARFOFGRHIGIRQDQFLDO VWDW

RXU ZHEVLWH DW ZZZ WKHFRYHQWU\ FR ¥Nj 7KK %IPR/I'-%VG’VJWPHQW
UHYLHZV LWV WHUPV Rl UHIHUHQFH DQG LWV UROHV
UHVSRQVLELOLWLHV DQQXDOO\ DJDLQVWKWHQ \Lh\ghb\qhh_ bEﬁWJﬁzML HQWHULP DQG

&RXQFLO-V )5& *XLGDQFH RQ $XGLW &RE- PWHPHQWV WKH &RPPLWWH

UHYLHZ ZDV FRPSOHWHG GXULQJ ZLV\RU#'}@WQ\&N@MPLIJE%V\’AHQPDQDJHPHQW MXGJHP
WKH &RPPLWWHH:V UHVSRQVLELOLWLHV WRHUR®OPRN @K H DFTXLVLWLRQ
RI'7KH &R RSHUDWLYH %DQN $FFRXQWLQJ IRU WKH DFTXLVLWLRQ RI 7KH

7KH %RDUG LV VDWLVILHG WKDW DOO &RPH & RPMHL WMAHEH BR AODLYGHUHG WKH LPSDFW
UHFHQW DQG UHOHYDQW ILQDQFLDO VHUYHERYWHFWRQYGHDSHOLHFQMHRQ RI ,)56 E
DQG WKDW -DQH /HDFK ,UDM $PLUL DQG Fo® D\PKHJ DI [MRHKDW@BPE G HSRUWLQJ Rl WKH 6RF
DUH SURIHVVLRQDOO\ TXDOLILHG DFFRXOQWRX@WVKLY LQFOXGHG GHWHUPLQDWLRQ ¥

DFTXLVLWLRQ GDWH LQFOXGLQJ FKDQJH R
7KH PHPEHUV Rl WKH &RPPLWWHH LQ MVVPHQWQRI WK H GIQD\ RQH gXUFKDQVH s

UHVXOWLQJ JDLQ RQ DFTXLVLWLRQ UHFRJC
OIREHIUVKES OHIFE LY MXGIJHPHQWYV ZKLFK LQIRUP WKH FDOFXOD!

-DQH /HDFK MXGJHPHQWY FRQVLGHUHG DUH FRVW RI G
,UDM $PLUL Rl ORDQV DQG DGYDQFHV WR FXVWRPHUV

6KDPLUD ORKDPPHG LOWDQJLEOH DVVHWY DULVLQJ RQ DFTXLVI
ODUN 3DUNHU PL[ RI IXQGLQJ XVHG WR YDOXH WKH LGHQ
ODUWLQ 6WHZDUW ,QWDQJLEOH 7KH GLVFORVXUH UHTXLUHPF

FRPELQDWLRQ ZHUH DOVR FRQVLGHUHG
&KDLU IURPYHPEHU

&KDLU XQWLO 1RYHPEHU 7KH LPSDFWV RI DOLJQLQJ DFFRXQWLQJ SF
OHPEHU TURP  -DQXDU\ *URXS SRVW DFTXLVLWLRQ KDYH DOVR EHH

ORUH LQIRUPDWLRQ RQ WKH *URXS -V FRPPALQPWHRRRIW RR® XWKH . §RPPLWWHH 7KH N

LQFOXGHG LQ WKH &RUSRUDWH *RYHUQDFd?FQ-lVEﬁSW@W'—RQ ZHUH WKH UHVHW RI H[St
SURYLVLRQV WKH UHVWDUW RI KHGJH UHQ

&RPPLWWHH DWWHQGDQFH GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV D¢
7KH &RPPLWWMHBKRHRHY GXULQ.J $00 DVVHWYV LQ OLJKW RI VWUDWHJILF LQWHJUL

&RPPLWWHH PHHWLQJV DUH URXWLQHO\ DMINHQBHG Ed WKH [&KIFRMHG FUHGLW ORVV
(IHFXWLYH &KLHI )LQDQFLDO 21ILFHU &Kjgfl 5LVN 211LFHU

*HQHUDO &RXQVHO &KLHI ,QWHUQDO $X
DXGLWRU 2WKHU VHQLRU PDQDJHUV DU%‘#%ﬁﬁDﬁW@@ﬁ%%%&% WR UHYLHZ W
PHHWLQJV DV UHTXLUHG GXULQJ WR HQ\
UHPDLQ DSSURSULDWH 7KH &RPPLWWHH U
7KH &RPPLWWHH PHHWV ERWK WKH &KLHFDQWXQDQW DQIX@LWRILQPQBGLQJ LGHQWLI\L
WKH H[WHUQDO DXGLWRU ZLWKRXW PDQBKDRHEW ISQ HFVHGWW WLENDQG WKH DSSOL
RQFH GXULQJ WKH \HDU WR HQDEOH LVVRBW XWRVEPH QWY WHR WKH RYHUDOO (&/ SURY
SULYDWHO\ LI QHFHVVDU\ 7KH &RPPLWWHRHWEKDN UDDOWVRS PAWWM FOLPDWH FKDQJH |
SULYDWHO\ ZLWK WKH &KLHI ,QWHUQDO $REMN R UHDRRUWKRIOHRV HEKQD® A QFOXGHV WK
DXGLWRU RQ D UHJXODU EDVLV WKH DFTXLUHG %DQN OHQGLQJ SRUWIROLR

7KH HIITHFWLYHQHVV RI WKH &RPP7IL<WWD-DHFXODWLRQ Rl (&/V IRU ORDQV DQG

JRU WKH %RDUG DQG %RDUG FRPPLV\}: LSSSSL\I/:Vi(;J\'(_‘Jlj(IIQ_SgI-
DVVHVVPHQWY ZHUH FRQGXFWHG E\ D GH RUGDELOLW\ ZKLEK
E\ +DOH[ &RQVXOWLQJ 7KLV VXUYH\ ZDV IRVV %%ﬁ/

PHPEHUVY DQG UHJXODU DWWHQGHHV 7K LVULHRZFI{%Y]V(\)ﬁBLIi\(/)V&IS(S\
DVVHVVPHQW ZHUH UHYLHZHG E\ WKH & OO FRUSRUDWH OHQGL¢
%RDUG LQ -DQXDU\ ZKLFK FRQFOXGH WHH-V UROH LV WR
&RPPLWWHH KDG RSHUDWHG HIIHFWLYH% Jk/l%(i Vblyll-lQWV DUH DSSOLHG
UHVSRQVLELOLWLHV LQ
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WRDUG $XGLW &RPPLWWHH

KDV LQFUHDVHG WR ... PLOOLR@ LQFOXGWUHVY WHVWLQJ DQG IRUHFDVWY DV D Ul
SRVW PRGHO DGMXRMWPHRQPV RLAO.LRQ IRUZDUG ORRNLQJ DVVXPSWLRQV

7KH &RPPLWWHH FKDOOHQJHG PDQDJHPHQV® RWWWKKODU WKH &RPPLWWHH FRQVLG
FDOFXODWLRQ PHWKRGRORJ\ DQG LV VDWKIVAKHEBKAHL WKR WKV SDWVYRIPWM DQG ORQJ
DQG PHWKRG IRU GHWHUPLQLQJ WKH UHYVXRX®G&G ERIVIWNRBWBOG DORQJ ZLWK WKH E
DGMXVWPHQWY DQG IRU UHFRJQLVLQJ RDVWHOHPHIQNVSRVW PRGHO

DGMXVWPHQWYV DV UHTXLUHG W ZDV FRQFOXGHG WKDW D WKUHH \HDU V
7KH &RPPLWWHH DOVR UHYLHZHG WKH D@WHB QRWEY 8 LMARQHRPLEQHG DSSURSULDWF
VFHQDULRV WKDW KDYH EHHQ XVHG LQ WKKHSIURIYQYLRQ FQ G PXODMMWR QY HVWLQJI FDL
DQG WKH ZHLJKWLQJV WKDW KDYH EHHQHFRPELI@DHHGE AL R KVKEPUMHDR/GG DQG LQKHUHQ
ZLWK VHQVLWLYLW\ Rl WKH SURYLVLRQ WX VGH UI NI BIQW RIHW KKHWLVQUBWHJILF 30DQ UH
DQG RWKHU NH\ DVVXPSWLRQV DQG PDUNHW FRQGLWLRQV DQG SUHGLFWL

7KH ILQDQFLDO VWDWHPHQWY GLVFORYV ﬁHH Wi Jrﬁc’g{g&LFDRvsﬁHDUQQGDV?
WR HQVXUH WKDW VXIILFLHQW LQIRUPD %v %g V'O WKH 'LURFWR
HPH

DSSOLHG LV LQFOXGHG LQ WKH *URXS: -V ILQD
7KH &RPPLWWHH ZDV VDWLVILHG ZLWK W)IOH WD GEHOIXIDE® F HRRG WRIE XQGHUVWDQGDEOH

SURYLVLRQV DQG WKH DSSURSULDWHQHY (R k WK GWHFP REQYHE HUHG ZKHWKHU W
PDGH $FFRXQWV WDNHQ DV D ZKROH ZHUH IDLU

5HFRJQLWLRQ RI GHIHUUHG WD] DVVHWVX&SUH&SW@/QFS’@W#WM &RPPLWWHH VDWL
%DQON V KLVWRULF ORVVHV ZDV D UREXVW SURFHVV RI UHYLHZ DQG FK

*
2Q WKH DFTXLVLWLRQ RI WKH %DQN WK "*'Y€ \A@: ,g(K\LL KH URXVS\'/KXVVR LHVQCJ/I>—|<IUOHHE
UHFRJQLVHG DQG XQUHFRJQLVHG GHIHU ﬁ UV& aijLHZ LOFOXGF
WR KLVWRULF WD[ ORVVHV ZKLFK PD\ EH XWLOLVHG D VW’ H
SURILWYV 6LJQLILFDQW DFFRXQWLQJ MXGJBHRWLGY QUHITXILEBIGFWRQ GUDIWLQJ

GHWHUPLQH WKH YDOLGLW\ RI UHFRJQLWL Su

YDOXH RI VXFK DVVHWV DW D UHSRUWLQV% \ E y é@%%gH%WUVVevarl/HD6Uv|\/4uFDRv\l/3:Jx|_(
&RPPLWWHH FRQVLGHUHG D UDQJH RI VFH 8 §

RXWFRPHV DOLJQHG WR WKH *URXS V OD Hﬁ u(@(( Kgﬁ*v\\/_&ég%&‘@% J WKH DSSUF
SODQ LQ WKHLU DVVHVVPHQW RI WKH *UR PERRYRDE LRQ

UHFRJQLWLRQ RI GHIHUUHG WD[ DVVHWVtDM)VXUHFJUPEDOHWXDO FRQWHQW DQG VWDW

5HYHQXH UHFRJQLWLRQ DQG (,5 PHWKRGRGORHLILHG
7KH *URXS UHFRJQLVHV LQFRPH RQ LWV PRUVRIWDUP ORBRBVCHWIIYLRQ DQG WKRURXJ
WKH (IIHFWLYH ,QWHUHVW 5DWH (,5 PHWKRG LHZL Z\DB QRIQHYSHFLDOLVW

UDWH RI UHWXUQ WKDW UHIOHFWV D FRQVWOSWN, LREBY v NG FHZTE\ vHQLRU HHT
WKH H[SHFWHG OLIH RI WKH OHQGLQJ DVV (WY, EOV WHUYV . 8KDLUY SULR

HI[SHFWDWLRQV RI IXWXUH ORDQ UHGHPSW&&QPIfQ/(%vHQV}QIﬁ%I\ZVé%%W\éQ
7KH (,5 FDOFXODWLRQ LV PRVW VHQVLWLYH WR DVVXPSWLRQV RQ

ORDQ UHGHPSWLRQ DQG WKH GLIIHUHQFHAKEHRZAHAHW W IHHGDOWYWHR QVLGHUHG RWKH!
DQG 6WDQGDUG 9DULDEOH 5DWHV LQ WKWHIOMEIKI WKH *URXS-V SHUIRUPDQFH SU

%RDUG GXULOJ WKH \HDU $IWHU FRQVLGH
/KH &RPPLWWHH FRQVLGHUHG WKH NH\ DYVZ\WABBWRRRY Rb kP e RPPLWWHH FRQFOXGH

PHWKRGRORJ\ DQG H[SHFWDWLRQV RI IXWEYEORE DRI A1 B RDUG WKDW WKH $QQXD
i
(0]

U
&RPPLWWHH FRQFOXGHG WKDW WKH DFFRAQWLRQ UW%BBWBHIQ(WI}(Q(\B( XQGHUVWDQGD
DSSURSULDWH

FORV UHSDUDWLRQ

i S
'"HILQHG EHQHILW SHQVLRQ VFKHPHV SRVLWLRQ
7 &RP ¥VHH ZDV EULHIHG RQ WKH $Q0Q

UH
KH LW
7KH &RPPLWWHH DOVR FRQVLGHUHG WK EPW@(\QQV& FH WIS SUHSDUDWLRQ SUI
A

RE
V
*URXS-V GHILQHG EHQHILW SHQVLRQ REQLJPW, e &%égﬁd\l/\n)-bo\] WKH DEWLYLW
YDOXDWLRQ RI WKH 6FKHPHV- DVVHWV DQGpWK VVRESYWRQV WKDW

7KH

DUH XVHG WR FDOFXODWH WKH 6FKHPHV:- OLDEEOLWLHV 7K

&RPPLWWHH LV VDWLVILHG WKDW WKH WRWDOVHYRRS UHSRUWHGJ GHYHORSPHQWYV

SHQVLRQ SRVLWLRQ LV DSSURSULDWHO\sV\WR® S XSGDWHY DQG WUDLQLQJ RQ ILQE

*RLOJ FRQFHUQ DQG ORQJ WHUP YLDELOGWYHORSPHQWY DQG GLVFORVXUHV ZHUH ¢
&RPPLWWHH GXULKLWKBRBEGHIBILQJ RQ

7KH &RPPLWWHH HYDOXDWHG ZKHWKHU DEREWOWI WKHRUREQULYDWLYH ILQDQFLDO

FRQFHUQ EDVLV RI DFFRXQWLQJ ZDV DS PUREBNIQWID POQGG UHYLHZLQJ WKH *URXS V

VHSDUDWHO\ FRQVLGHUHG WKH *URXS: V IOHRSRIUWHOBP YODEQOHWO\LQJ PHDVXUH RI S

WDNLQJ DFFRXQW RI WKH SULQFLSDO ULVNV IDFLQJ WKH *URXS

LQFOXGLQJ WKRVH WKDW FRXOG WKUHDWHQ WKH *URXS:-V EXVLQHVV

PRGHO IXWXUH SHUIRUPDQFH VROYHQF\ DQG OLTXLGLW\ 7KH

UDQJH RI PDFURHFRQRPLF VFHQDULRYV RQ WKH *URXS:V

EXVLQHVYV FRQWLQXHG WR EH UHYLHZHG LQFOXGLQJ UHYLVLRQV WR

v
a X
P
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WRDUG $XGLW &RPPLWWHH

7KH *URXS V LQWHUQDO FRQWUROFWORR BRRRALWPHQWYV PDGH LQ UHVSHFW
PDQDJHPHQW DUUDQJHPHQWYV DXGLW UHSRUWYV

7KH &RPPLWWHH UHYLHZHG WKH HITHFWLXHB@YWRH AW uURNOHUQDO $XGLW VXSSR
FRQWURO DQG ULVN PDQDJHPHQW DUUD &JHFEHMIXWYWKWRRWKWKHUH ZDV DSSURSULTL
UHJXODU UHSRUWLQJ IURP ,QWHUQDO $XEWIRXWHKR NKHN SHNEFWYRRI SUHSDULQJ DQ
DQG WKH H[WHUQDO DXGLWRU ,Q DGGLWIRHDRWKHWKKEFWMPWRPELOLW\ UHODWHG G
UHYLHZHG WKH DVVXUDQFH VWDWHPHQWARBEPHWLRE DUR L QEHHEHQGHQW UHYLHZ RI
&KLHI ,QWHUQDO $XGLWRU RQ LQWHUQD®FFRZEWXRWR S bYEORMPUWISW HSDUDWLRQ DV

&KLHISLVN 2IILFHU RQ ULVN PDQDJHPHQWN | ¢RPPLWWHH RYHUVDZ D UHYLHZ RI WK

'XULQJ ,QWHUQDO $XGLW FRQWLQXHWYHKVR OWVYRPOBPMGUYDIEQFWLRQ OHG E\ W
FRQWURO DQG ULVN PDQDJHPHQW V\VWHPGUWBBHBWHKH WHRI ¥URXFRQVLGHUHG WKH T
IXQFWLRQV DQG DFWLYLWLHV ZKHUH H[WHHYRS HARHR@HFMY RI VNLOOV DQG UHVRX
FRQGLWLRQV KDYH WKH SRWHQWLDO W RDIQ®SE B RW SFOHPEHU XdW K WKH 6WDQGDUGV V
FXVWRPHU VHUYLFLQJ 7KH &RPPLWWHH &KIFHWHYE Gv KMV Wk WOV RR T, QWHUQDO $XC
IRUPDO DVVHVVPHQWY UHODWHG WR WKEDNHYRWDL S IHHGQWWR WY KHVQWHUQDO $XG
LOQFOXGLQJ DFWLYLWLHW QWWR PEDWHR®@ Rl \W FWK-Y H

DAV ZHOO DV IXQFWLRQDO FRQWURO LASPRYHERHRYHEP BRMviwxwH RI ,QwHUQDO

UHODWHG WU R BAWRWKEDW LQFOXGHG UHTXLUH WKH &RPPLWWHH WR REWDLQ DQ
LQIRUPDWLRQ VHFEXULW\ PDQDJHPHQW WsHK RAR+H H HUQDO DVVHVVPHQW RI WK

PDQDJHPHQW DQG GDWD JRYHUQDQFH DQSWHRRPIG SR @YW IxQFwLRQ DW OHDVW HY

7KH &RPPLWWHH UHFHLYHG UHJXODU UHBRWWY RBPOW WK ANDWHTXLUHG WR RYHLU
RQ ZKLVWOHEORZLQJ DQG FRQFOXGHG WXDSW RWkH W) DS SR @MFV QW R1 WKH LQGH

ZHUH RSHUDWLQJ HITHFWLYHO\ DQG WK HUH, ZHUH=QR PPMHAMLRP WKH . OWHUQDO $XC
PDWWHUV RI FRQFHUQ VXEMHFW WR LOQGHSHQGHQW H[WHUQDO DV

YXUWKHU LQIRUPDWLRQ RQ WKH *URXS : V&RPPYMDFHKHWH QB WHOGEY WKH PRVW DSSL

FRQWURO DQG ULVN PDQDJHPHQW LV LQEBREBABW ) Wikt @H{W H[WHUQDO DVVHVVPL
ODQDJHPHQW 5HSRUW FRPSOHWLRQ RI ,QWHUQDO $XGLW-V LQWH.

KDUPRQLVDWLRQ ZRUN
7KH DFWLYLWLHV RI ,QWHUQDO $XGLW

7KH UROH DQG UHVSRQVLELOLWLHV RI ,é\L\IVMU(SJD%D$QG[?_€XIGDLU\NR/HW R XW

LQ WKH ,QWHUQDO $XGLW &KDUWHU WKDW ZHWY OHHPW GEZMEXYYEQJ HIWHUQDO DXGLW
UHYDOLGDWHG E\ WKH &RPPLWWHH GXULRPWKWMWHB UL V$ UFHRGSRRQRAVLEOH IRU RYHUVH
WKLV &KDUWHU LV DYDLODEOH RQ WKH 6 KWAKY HIWWUWRIPO DXGLWRU DQG WKH T
ZZZ WKHFRYHQWU\ FR XN ,QWHUQDOS$XGISWRFHVV 'XULQJ WKH \HDU WKLV LQFOXGH

,QO DGGLWLRQ WR DSSURYLQJ WKH DQOXBOGCOWROPORO $XGLW 30DQ

DQG EXGJHW WKH &RPPLWWHH UHYLHZHG,DRG BaSKHRY H QXDO DXGLW FRPPHQFLQ

DPHQGPHQWVYV WR WKH 30DQ DQG UHVRXERHY, WEIHRF KREW Wk'ELw sopQ LoFoxGL
\HDU DUHDV RI DXGLW IRFXV WHUPV RI HQJDJHF

7KH &RPPLWWHH UHFHLYHG UHJXODU UHSRWEY HUIRA WKHT DA GILW  $V SDUW RI WKH
,QWHUQDO $XGLWRU VHWWLQJ RXW WKH @MHOW V) IRQ IRALDSD Bif FRUW DQG DXGLW F
DFWLYLW\ UHODWHG WR *URXS RSHUDWLRWYWORETQWYDW K biL & RREKAI-GUWMHH UHFHLYHC
LQLWLDWLYHV SURJUHVV LQ GHOLYHU\ MKWKIRBY S BIRYOGRMHUE® PUHDV RI VLIQLI

$XGLW 30DQ DQG WKH DGHTXDF\ RI UHVRDWRIOHPHPHQW MXGIJHPHQW DQG FRQFOXVLR
XPPDU\ RI D MXVWPH%\\,NV DQG GLIIHUHQF

v G
,QWHUQDO $XGLW-V DVVHVVPHQWYV DOVR:RRQHHUHERBEHIEBWIE RQV ,Q UHFRPPF
SURJUHVV ZLWK EULQJLQJ WKH 6RFLHW\\DRI® % RN, VpFH QW XDO ILQDQFLDO VW

VXSSRUW IXQFWLRQV WRIHWKHU ZLWK RXRWL¥QH H GROVIPERINE WKH PDWWHUV Vv
FRPSOHWHG WKDW HYLGHQFHG JRRG SURULR(MyAZLWK LQWHIJUDWLRQ

DQG KDUPRQLVDWLRQ DFWLYLWLHY ULJKW DFURVV WKH *URXS
$VVHVVPHQWY UHJDUGLQJ WKH GHOLY HUXRIL PAAIWRLBOWL GFRPIB\GHRQ RI DFTXLVLWLR
FKDQJH LQLWLDWLYHV ZHUH DOVR XQGHUYZMH NRVQHW®D B8 ODXMVELRR BIKDY FRQVLGHUHG
SURJUDPPHV GLUHFWHG DW UHSODFLQJ BHTXSGDWLRG RULZWHFO® RSHUDWLYH %DQN
LQIRUPDWLRQ WHFKQR ORIV R OW R W X FWXWWHHQWHG WR WKH &RPPLWWHH GXULQJ !
&KDQJH DVVXUDQFH ZRUN DOVR LQFOXGKXG GDHKNHFRKINIHOXEXE YR EHHQ SURYLGHG ZLW
DVVHVVPHQW RI WKH ILQDQFH WUDQVIRUPFRXRQ SQRIRDRAPKIH DFTXLVLWLRQ DFFR
ZLWK DVVXUDQFH ZRUN IRFXVHG RQ WIOH JQPRHGWMLBQRFRQVLGHUDWLRQ RI NH\ N\
QHZ UHJXODWRU\ UHSRUWLQJ VI\VWHP D&® W K U RRIRIEHLNOHVD WO RSP BD ®OHO WR WKH FI
QHZ *URXS WUHDVXU\ PDQDJHPHQW VA\VWHPOH 7KLV LQFOXGHV WKH XVH RI YDOXD\

6LJQLILFDQW ILQGLQJV DQG WKHPDWLF WA RY ERGWLERR @ ZRRARQWLRJ

FRQVLGHUHG E\ WKH &RPPLWWHH WRJIJHWKHU ZLWK
PDQDJHPHQW:-V UHVSRQVH DQG FRPSOHWLRQ RI UHPHGLDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WRDUG $XGLW &RPPLELWWHH

$XGLW TXDOLWA 7KH &RPPLWWHH UHFHLYHG UHJXODU XSGD
7KH &RPPLWWHH RYHUVHHYVY H[WHUQDO DX@GWRWYXWRIWVKH HQJDJHPHQWYVY VHHNLQJ
&RPPLWWHH PHHWLQJY FRQVLGHU IDFWRAHU W OB\E URPSWIFDAWH[WHWQ DOV RI WKH IHH)V
DXGLW TXDOLW\ DQG FRQFOXVLRQV RQ BXNGEHWRWOIPX®XWBLW DQG QRQ DXGLW VHU®
HITHFWLYHQHVY DUH IRUPDOLVHG DQG DYRMAHVHGVNR\ WKKHH DFFRXQWYV

&RPPLWWHH HDFK ODUFK DV SDUW RI WKH \HDU HQG UHSRUWLQJ

SURFHVV 7KH IDFWRUV FRQVLGHUHG LQFOXGHG

¥ 7TKH WHFKQLFDO VNLOOV DQG LQGXVWU\ H[SHULHQFH RI WKH
DXGLW HQJDJHPHQW SDUWQHU DQG ZLGHU DXGLW WHDP

¥ 7KH DSSURSULDWHQHVV RI WKH SURSRVHG $XGLW 30DQ WKH
LGHQWLILFDWLRQ RI VLIQLILFDQW ULVN DUHDVY DQG WKH HIIHFWLYH
SHUIRUPDQFH RI WKH DXGLW LQ OLQH ZLWK WKH DJUHHG SODQ

$ 7KH TXDOLW\ Rl FRPPXQLFDWLRQ EHWZHHQ WKH H[WHUQDO
DXGLWRU DQG WKH &RPPLWWHH DQG WKH HIIHFWLYHQHVV RI
LQWHUDFWLRQ EHWZHHQ PDQDJHPHQW DQG WKH H[WHUQDO
DXGLWRU

$ 7KH TXDOLW\ Rl UHSRUWV WR WKH &RPPLWWHH RQ DFFRXQWLQJ
PDWWHUV JRYHUQDQFH DQG LQWHUQDO FRQWURO

¥ 7TKH UHSXWDWLRQ DQG VWDQGLQJ RI WKH HIWHUQDO DXGLWRU

¥ 7TKH LQGHSHQGHQFH DQG REMHFWLYLW\ RI WKH HIWHUQDO
DXGLWRU

7KH &RPPLWWHH DOVR FRQVLGHUV DQ\ )LQDQFLDO 5HSRUWLQJ
&RXQFLO $XGLW 4XDOLW\ ,QVSHFWLRQ DQG 6XSHUYLVLRQ 5HSRUWYV
RQ 32&

,Q ODUFK WKH &RPPLWWHH FRQFOXGHG WKDW WKH

HIWHUQDO DXGLW SURFHVV ZDV HIIHFWLYH DQG LW ZDV VDWLVILHG
WKDW WKHUH ZHUH QR PDWWHUV RI FRQFHUQ ZLWK UHVSHFW WR WKH
HIWHUQDO DXGLWRU:V LOQGHSHQGHQFH RU REMHFWLYLW\

7KH UHVXOWV RI WKH QH[W DVVHVVPHQW ZLOO EH FRQVLGHUHG E\
WKH &RPPLWWHH LQ ODUFK DW WKH FRQFOXVLRQ RI WKH

\HDU HQG UHSRUWLQJ SURFHVV ZLWK DQ\ DUHDV IRU
LPSURYHPHQW VKDUHG ZLWK WKH OHDG DXGLW SDUWQHU IRU
FRQVLGHUDWLRQ

7KH DSSRLQWPHQW RI WKH H[WHUQDO DXGLW ILUP WR
XQGHUWDNH QRQ DXGLW VHUYLFHV

7KH &RPPLWWHH UHJXODUO\ UHYLHZV DQG PRQLWRUV WKH

*URXS-V UHODWLRQVKLS ZLWK WKH H[WHUQDO DXGLWRU WR HQVXUH
WKDW DXGLWRU LQGHSHQGHQFH DQG REMHFWLYLW\ DUH PDLQWDLQHG
DW DOO WLPHV 7KH &RPPLWWHH KDV GHYHORSHG D SROLF\ DQG
IUDPHZRUN ZKLFK GHILQHV WKH DSSURDFK WR QRQ DXGLW
HQJDJHPHQWY WQGWKHIOHFGDQFH LQ WKH )5&-V

5HYLVHG (WKLFDO 6WD®WGDIRGWURR GRHV WKH

H[WHUQDO DXGLWRU DXGLW LWV RZQ ZRUN PDNH PDQDJHPHQW
GHFLVLRQV IRU WKH *URXS FUHDWH D FRQIOLFW RI LQWHUHVW RU
ILQG LWVHOI LQ WKH UROH RI DGYRFDWH IRU WKH *URXS 7KH
&RPPLWWHH NHHSV QRQ DXGLW HQJDJHPHQWY XQGHU UHYLHZ

DQG UHFHLYHV UHJXODU UHSRUWYVY IURP WKH H[WHUQDO DXGLW
SDUWQHU FRQILUPLQJ WKDW DGHTXDWH VDIHJXDUGV IRU
LQGHSHQGHQFH UHPDLQ LQ SODFH

'XULQJ WKH *URXS HQJDJHG WKH H[WHUQDO DXGLW ILUP WR
SURYLGH FHUWDLQ QRQ DXGLW VHUYLFHV LQFOXGLQJ DVVXUDQFH
HQJDJHPHQWY LQ UHODWLRQ WR WKH *URXS:-V GHEW LVVXDQFHV $0O
HQJDIJHPHQWY FRPSOLHG ZLWK WKH *URXS:V SROLF\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WRDUG &KDQJH &RPPLWWHLE

'"HDU OHPEHU

, DP SOHDVHG WR SUHVHQW WR \RX WKH ILUVW UHSRUW RI WKH
%RDUG &KDQJH &RPPLWWHH WKH &RPPLWWHH ZKLFK SURYLGHV
DQ XSGDWH RQ WKH DFWLYLW\ RI WKH &RPPLWWHH WKURXJKRXW
WKH \HDU

ZDV WKH ILUVW IXOO \HDU LQ RSHUDWLRQ RI WKH %RDUG
7THFKQRORJ\ 2YHUVLJKW &RPPLWWHH ZKLFK KDG EHHQ
HVWDEOLVKHG IROORZLQJ D SUHYLRXV LQGHSHQGHQW UHYLHZ
'XULQJ WKH IRFXV7RHEQRBRARRYBUVLIKW
&RPPLWWHH HYROYHG DQ®W Z@VDURKIHG WKDW
WKH %RDUG 7THFKQRORJ\ 2YHUVLJKW &RPPLWWHH VKRXOG EH
UHFRQVWLWXWHG DV WKH %RDUG &KDQJH &RPPLWWHH 7KH UHPLW
RI WKH &RPPLWWHH ZDV H[SDQGHG WR LQFOXGH RYHUVLJKW RI
NH\ FKDQJH DFWLYLW\ WKDW ZRXOG GULYH WKH *URXS IRUZDUG

7KH IRFXV RI WKH &RPPLWWHH WKURXJKRXW LQFOXGHG
RYHUVLIJKW RI LOQWHJUDWLRQ DFWLYLW\ XQGHUVWDQGLQJ WKH
FKDQJH UHTXLUHPHQWY RI WKH ZLGHU *URXS IROORZLQJ WKH
DFTXLVLWLRQ RI WKH %DQN DQG WKH WHFKQRORJLFDO
GHYHORSPHQWY UHTXLUHG WR HQKDQFH WKH VHUYLFH DQG
EHQHILWY GHOLYHUHG WR WKH *URXS:V PHPEHUV DQG
FXVWRPHUV

7KH &RPPLWWHH FRQVLGHUHG LQ GHWDLO WKH SULRULWLVDWLRQ RI
FKDQJH DFWLYLW\ IRU 7KH *URXS LV DW D SLYRWDO

PRPHQW LQ LWV KLVWRU\ DQG WKH &RPPLWWHH KDV SOD\HG DQ
LPSRUWDQW UROH LQ HQVXULQJ WKH FKDQJH DFWLYLW\ QHHGHG WR
JURZ WKH *URXS LV DSSURSULDWH DQG GHOLYHUHG LQ D VDIH DQG
WLPHO\ PDQQHU

,DLQ BOXQNHWW

&KDLU Rl WKH %RDUG &KDQJH &RPPLWWHH
YHEUXDU\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WRDUG &KDQJH &RPP ERWMWHE

5ROH RI WKH &RPPLWWHH LPSURYHG WHFKQRORJLFDO FDSDELOLWLH'

7KH UROH RI WKH &RPPLWWHH LV WR SUS@E&M%WIQ@\?LE%\X[V\(NRF?M\{-I

%RDUG RQ PDWWHUV UHODWLQJ WR WKHODLRWDY. QVLHRKD RAWEBOH VHFXUH DQG UH\
VWUDWHJI\ WHFKQRORJ\ LQYHVWPHQW VWWWDWHI LV DUNKL & B ERMVXUNID\OIRU WKH *URX.
GLUHFWLRQ DQG F\EHU VHFXULW\ 7KLV BRPOXWMNHRKHDUWNVRYKWWVHHQ ZRUN GRQH WHF
ERWK GHOLYHU\ DQG SHUIRUPDQFH LQ HORKLRWW BIQGHW DNV , 7TKHVWDWHY DQG LW
&RPPLWWHH LV DOVR UHVSRQVLEOH IRU DSSURYL

J DQG
PRQLWRULQJ VSHQG IRU WUDQVIRUPDWLRYDOUERB BH%WHMMM\WUD’&HQ E\ WKH &R
OLQH ZLWK WKH *URXS V RYHUDOO EXGJHRFOXGH

7KH &RPPLWWHH DGYLVHV WKH %RDUG R ‘%%Q/WIQL'J_'\PLV/QHNW_{NULWEW\PQG VFRSH RI
WHUPV RI UHIHUHQFH ZKLFK DUH LQFOXGHGE WbYWwWh O Gly@dJyWR WKH UHFRQVWL\
ZHEVLWH DW ZZZ WKHFRYHQWU\ FR XN 7K RRPPY WM LY WKH %RDUG &KDQJH &RP
UHYLHZV LWV WHUPV RI UHIHUHQFH DQG LW{PBRERE %’J(S'(‘!SRQV'-E'-O'-W\ IRU SURYLG

UHVSRQVLELOLWLHV DQQXxD0o0o\ zLWK LwV"WHERREBRIH YY) 4P FYVWHFKQRORIN L
EHLQJ DSSURYHG E\ WKH %RDUG LQ 0DUFKPFWLYLWA

&RPPLWWHH PHPEHUVKLS DQG DWWHR B RPRHNIXODY XScuuBRao Wi

RI ZRUN LQFOXGLQJ GHOLYF
7KH &RPPLWWHH PHW IRXU WLPHV GXULQJ WZLFH DV WKH
%RDUG 7THFKQRORJ\ 2YHUVLJKW &RPPLWWH® DOREY Wi AYKHVORRA 'RU LOQWHIUDWLRC

%RDUG &KDQJH &RPPLWWHH 7KH &RPPLWWHH E¥BYE@W WV GHOLYHU\
H[FOXVLYHO\ RI LQGHSHQGHQW QRQ H[HEXMYIHSLYHMWKRUYRDGPDS IRU GLILWDO

/KH PHPEHUV RI WKH @RPPDWWHH $ BHYLHZLQJ WKH UH SODQQ%RQN WWLYLW\
VWUDWHJILF SURMHFW WR PRYH GDWD FH

OHPEHUVKLS OHPEHU V EDVHG VROXWLRQ
ODUN 3DUNHU

$ $JUHHLQJ WKH FKDQJH SULRULWLHYV |
,DLQ 30XQNHWW
ODUWLQ 6WHZDUW /IRRNLQJ IRUZDUG
OHPEHU Rl WKH &RPPLWWHH IURP -DQXDU\ ZLOO EH DQ LPSRUWDQW \HDU IRU WKH
&KDLU DQG PHPEHU VLQFH -XO\ YROXPH RI FKDQJH DFWLYLW\ SODQQHG LC

.UDM $PLUL DQG %UHQGDQ 2 &RQQRU zHGHBHWENULRWIGILE SURMAFWY FRYHULC
"HEHPEHU %DQN V GDWD FHQWUHV WR FORXG EDVHG

D UHSODFHPHQW FXVWRPHU HFRV\WVWHP DC
7KH &RPPLWWHH LV VXSSRUWHG E\ VHY HURDOWRIQKXEHGU VORV HUKBWLRQ RI WKH %DQN
([HFEXWLYH &RPPLWWHH ZKR UHJXODUO\ DWWHQG LWV PHHWLQJV
LQFOXGLQJ WKH &KLHI 2SHUDWLQJ 2IILFHU &KLHI ,QIRUPDWLRQ
DQG 'LJLWDO 2IILFHU WKH &KLHI ([HFXWLYH &KLHI )LQDQFLDO
2IILFHU &KLHI 5LVN 2IILFHU DQG &KLHI ,QWHUQDO $XGLWRU

7KH HITHFWLYHQHVY Rl WKH &RPPLWWHH

$W WKH HQG RI WKH %RDUG DQG %RDUG &RPPLWWHH
SHUIRUPDQFH DVVHVVPHQWY ZHUH FRQGXFWHG E\ D GHVNWRS
VXUYH\ LVVXHG E\ +DOH[ & RQVXOWLQJ WKH UHVXOWV RI ZKLFK
ZHUH UHYLHZHG LQ -DQXDU\ $Q H[WHUQDO ERDUG
SHUIRUPDQFH UHYLHZ ZDV FRPPLVVLRQHG DQG FRPPHQFHG
WRZDUGV WKH HQG RI WR EH FRQGXFWHG LQ WZR SKDVHYV

7KH UHVXOWV RI WKH ILUVW SKDVH DQ LQLWLDO UHYLHZ RI KRZ WKH
QHZ *URXS ERDUG VWUXFWXUH LV ZRUNLQJ ZHUH SUHVHQWHG WR
WKH %RDUG LQ -DQXDU\ DQG WKH VHFRQG SKDVH LQ

6XPPHU ZLOO LQFOXGH D UHYLHZ RI FRPPLWWHH
SHUIRUPDQFH

.H\ DUHDV RI IRFXV GXULQJ

7KH *URXS UHPDLQV IRFXVHG RQ GHOLYHULQJ WKH EHVW VHUYLFH
DFURVV LWV SURGXFW RIITHULQJV IRU LWV PHPEHUV DQG
FXVWRPHUV ,QYHVWLQJ LQ LPSURYLQJ WHFKQRORJ\ FDSDELOLWLHYV
IRU RXU PHPEHUVY DQG FXVWRPHUV LV RQH RI WKH ZD\V ZH

VHHN WR DFKXHUMH WKWKH &RPPLWWHH RYHUVDZ

WKH VWDUW RI D SURJUDPPH WR UHSODFH WKH *URXS:-V FXVWRPHU
HFRV\VWHP ZKLFK LQFOXGHV LWV PRUWJDJH DQG VDYLQJV
SODWIRQRBVWKH GHO WHYVWUWYWHILF SURMHFW

WR PRYH GDWD FHQWUHY WR DRMXRXG EDVHG VROXWLRQ %
SURMHFWY DUH ORQJHU WHUPV SURJUDPPHYV ZKLFK ZLOO GHOLYHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



LUHFWRUV OSHPXQHUDWLRC

SHSRUW RIRWEBKBPXQHUDWLRQ &RFPRHVERPHPHWWHH EHOLHYHV WKDW WKH QH:

WR PHPEHUYV 3ROLF\ KDV DFKLHYHG LWV REMHFWLYHV L
. RSHUDWHG DV LOQWHQGHG UHZDUGLQJ GHC
HDU OHPEHU REMHFWLYHV LQ D PDQQHU FRPPHQVXUDW#

2Q EHKDOI RI WKH %RDUG 5HPXQHUDWLRWRRHPRQGYARP SKHILW\ RI WKH EXVLQHVV
&RPPLWWHH RI WKH %RDUG , DP SOHDVSHRYWWLRQHNG B WOW KWILWWH WR RXU SHHU JUR
UHSRUW WR \RX ZKLFK RXWOLQHV KRZ R7>1: % DmR ,
3ROLF\ KDV EHHQ DSSOLHG GXULQJ v§g§§ FR %%HR/W RILRXU HIHFXWLYH
DSSO\ LW LQ

7KLV LV P\ ILUVW UHSRUW VLQFH EHLQJ %%géESWQEH&%\%LLTJHR%%I?H

&RPPLWQHH-DQXDU\, ZRXOG OLNH WR WKBRWLERHVY SHUIRUPDQFH LV PHDVXUHG WK
.HQULFN WKH RXWJRLQJ &RPPLWWHH &KVDRRUHRD WKH UZ  KLEKSWHW &RPPLWWHH XVHV )
WKURXJK DQG IRU FRQWLQXLQJ WR VMDY HDEW BD®BEP ERIOOHDIXHY 2 ERWK WKH $,
WKH &RPPLWWHH H[HFXWLYHV DQG WKHRD® O ¥ RIOHORHD\ X H

Y; H FRPSULV. LQH HTXD ZHL
‘H ZLOO EH VHHNLQJ DQ DGYLVRU\ YRWH §§DL<6LFI: %%Q%LQLBNL‘B%Q?:LDO PHOD(\)/;UH\,
S H'S RIMV WK HS ™0 VWUDWHJILF SULRULWLHV (DFK RI WKHVH F

/RRNLQJ EDFN DW RU H[FHHGHG LQ

KDV EHHQ D SLYRWDO DQG VXFFHVVIXQ PHOHVX\OWHRI WKLV UREXVW SHUIRUPDQ
FRPSOHWHG WKH DFTXLVLWLRQ RI 7KH &RsRYMRYPELY G HEERMNHDREUIHW RXWFRPH IR
VWDUWHG WR EULQJ WKH WZR RUJDQLVDIXIFRQV WRIHWHK I i 0 X v

'"HVSLWH D FKDOOHQJLQJ HFRQRPLF DQG))xBBStMWILOWY DEBIHQFOXGHG RQ
HQYLURQPHQW ZH KDYH GHOLYHUHG RQ DOO WKH FRPPLWPHQWYV

ZH VHW RXW DW WKH VWDUW RI WKH \HDRQ&HOUPH.RFFHRHLYAH.38PQHG

SURILWDEOH JURZWK D VWURQJ RSHUDW*_'BQCSDJO SHUARWPRATW ORE DZDUGY ZHUH J
DFKLHYLQJ RXU LQWHJUDWLRQ PLOHVWRQH \fXWLVﬁVWP'{_}QI@LQMQNWHH DSSURYHG V
FRPPLWPHQW WR PHPEHU YDOXH SD\LQJ ) Y;Dg,Ltg,JR%L,g, R PR D V XW K W HEEKEL IF I L\RSD Q
.. PLOOLROQKBR@GEHWW 3URPRWHU 6FRUH 8% x DU\ WR  'HEHPEHU 7KH
H[FHOOHQW DW , DP SDUWLFXODUO\ QJ%#QMQMRQV*%RXS V ORQJHU WH
HQW X

PDLQWDLQHG KLJK OHYHOV RI FROOHDstLbthQg,l,H @ A WR WKH LOWHUHV
WKLV SHULRG RI VXEVWDQWLDO FKDQJH FxyWRPHUV

,Q ODVW \HDU-V SHPXQHUDWLRQ SHSRUWs x4y R ¥ W QbR M K RAHWIRUPDQFH FRQGLWLF
LQFUHDVH LQ VFDOH DQG FRPSOH[LW\ DBLALRIVIGREINEWDUW WR YHVW DIWHU WKH
DFTXLVLWLRQ ZRXOG SODFH VLJQLILFDQgVHBQQéV\kLDR/QQQECﬁItP[}D(ng@\Q|RU HLHFXWL Y
RXU FROOHDJXHV DQG VSHFLILFDOO\ RQ Ra¥pBIHE*Mik MO OV HG OR HDUOLHU WKD

UHFRJQLWLRQ RI WKLV ZH LQWURGXFHG %\QﬁPFng}{JBbWKQ_%JHNPVg LDOFH ZLWK WK
RXU 5HPXQHUDWLRQ 3ROLF\ ZKLFK FDPH*

H
7KHVH FKDQJHV ZKLFK ZHUH DSSURYHG E\ PHP H DW WK H
$*0 ZHUH DOVR GHVLJQHG WR HQVXU)IXWWK)N\UR@Q‘UNDLOV RQ WKHSDIJB DUH LQFO>
H[HFXWLYH UHPXQHUDWLRQ ERWK IL[HG @R&Hé@%%@ Q@g)\\nzggv
DOLJQHG ZLWK WKH PDUNHW VR WKDW ZH8 R El’ b 0 HQWLRQ $zDUG
UHFUXLW DQG UHWDLQ WKH WDOHQWHG BKIR KR ZIWQHHHG UM R RIPOQ VHIBUWKH LPSRUW
WKH SHUIRUPDQFH RXU PHPEHUV H[SHFV\RQ qu LQWHJUDWLRQ PLOHVWRQHV LQ WK

7TKHVH FKDQJHVY KDYH PHDQW WKDW RXU7 ke \ V\?RQ kgVOVSHJXUVD\L/JV;\TV(‘
EDVH VDODULHY DQG YDULDEOH SD\ RSS FDO WR LQWHJUDWLROQ
LQFUHDVHG LQ 7KHLU YDULDEOH SD\

$OO WKH LQWHJUDWLRQ WDUJHWYV ZHUH PF

¥ $Q $QQXDO ,QFHQWLYH 30DQ §$.3 &RPPLWWHH DSSURYHG SD\PHQW RI WKLV [
# D/RQJ 7HUP ,QFHQWLYH 30DQ /7.3 DQG o gHwDLOV RI WKLV DEDUK RUW KIOF OX

t IRU RQO\ DQ ,QWHJUDWLRQ DQG 5WWARWWRQ $ZDUG

7KH PD[LPXP SRWHQWLDO YDULDEOH SD\ IRU H[HFXWLYH
GLUHFWRUV LV QRUPDOO\ RI EDVH VDODU\ EXW WKH RQH RII
DGGLWLRQ RI WKH ,QWHJUDWLRQ DQG 5HWHQWLRQ $ZDUG PHDQV
WKDW WKH\ KDYH KDG WKH SRWHQWLDO WR HDUQ XS WR RI
EDVH VDODU\ IRU LQ UHFRJQLWLRQ RI WKH H[FHSWLRQDO

GHPDQGY SODFHG RQ WKHP LQ WKLV FULWLFDO \HDU 7KLV
DGGLWLRQDO DzZDUG LV WKH SULPDU\ GULYHU RI WKH \HDU RQ \HDU
LQFUHDVH LQ RXU H[HFXWLYH GLUHFWRUV WRWDO UHPXQHUDWLRQ

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



LUHFWRUV 5HPXQH W& C

SHSRUW RI WKH %YRDUG 5HPXQHUDWLRQ &RPPLWWHH

WR PHPERQWLQXHG :KLOVW YRWLQJ DUUDQJHPHQWYV IRU WKH '

/RRNLQJ DKHDG WR 5HPXQHUDWLRQ 5HSRUW DQG DQ\ IXWXUH F
YROORZLQJ WKH DF T%D\QRN LRRZ R4 DAY KIHD OPRRMWQHUDWLRQ 3ROLF\ DUH DGYLVRU\ PHI
FROOHDJXHV GLUHFWRUV UHPXQHUDWLRQ LV QRW FRQC

PPLWWHH ZLOO ER WLQXH WR WDNH LQ\

, KDYH YHU\ PXFK HQMR\HG DQG EHQHILV}IM_’-bGEbLHT\IPL%V\iV\\/\H/Q@ILr LVLRQ PDNLQJ
RXU FROOHDJXH IRUXPV GXULQJ , ORRN IRUZDUG

FROWLQXLQJ WR PHHW UHJXODUO\ ZLWK7H<ID®CNH‘[RJ)§(HR/UD\FRLXRJ\/E’R\@W-LQXHG VXSSRUW
*URXS LQ VR WKDW , FDQ UHSUHVHQW WKHLU SHUVSHFWLYHV LQ

WKH ERDUGURRP DQG SURYLGH IHHGEDFN WR WKHP RQ WKH

%RDUG V GLVFXVVLRQVY DQG GHFLVLRQV

7R DOLJQ DOO FROOHDJXHV EHKLQG RXUSVKBPHE 'S RG YR T H DQG WR

HQVXUH WKDW DOO FROOHDJXHV DUH UHEZPRIGHB! WKl WIRRDHA G AHRKQHUDWLRQ &RP
EH KDUPRQLVLQJ HPSOR\PHQW WHUPV DQGHRYWERWLRQV DFURVV

WKH *URXS ZLWK HIIHEW IURP $SULO 2XU SURSRVDOV

KDYH UHFHLYHG YHU\ VWURQJ VXSSRUW IURP FROOHDJXHYV

7KH &RPPLWWHH ZLOO FRQWLQXH WR SURYLGH RYHUVLJKW DQG
DGYLFH WR WKH %RDUG LQ RQ UHPXQHUDWLRQ SUDFWLFHV IRU
WKH EURDGHU ZRUNIRUFH WR HQVXUH WKDW DOO FROOHDJXHYVY DUH
UHPXQHUDWHG DQG UHZDUGHG FRQVLVWHQWO\ DQG IDLUO\

$V ZH KLJKOLJKWHG LQ ODVW \HDU-V UHSRUW ZH RSHUDWH LQ D
KLIJKO\ UHJXODWHG LQGXVWU\ ,Q 2FWREHU WKH %DQN RI
(QJODQG FRQILUPHG FKDQJHVY WR WKH 5HPXQHUDWLRQ &RGH

UXOHV ZKLFK DSSO\ WR XV 7KH FKDQJHV DUH GHVLJQHG WR
VWUHQIJWKHQ WKH OLQN EHWZHHQ WKH DFWLRQV RI HITHFXWLYHV DQG
WKHLU ILQDQFLDO UHZDUGYV

7KH &RPPLWWHH KDV FDUHIXOO\ FRQVLGHUHG WKH UXOH FKDQJHV
DQG KDV DJUHHG WR DSSO\ WKHP IURP WKH SHUIRUPDQFH

\HDU :H KDYH GHFLGHG WR JR EH\RQG WKH PLQLPXP

UHJXODWRU\ GHIHUUDO UHTXLUHPHQWY LQ WZR DUHDV 7KH /7,3
DZDUGV IRU WKH *URXS-V H[HFXWLYH GLUHFWRUV ZLOO EH VXEMHFW
WR D WRWDO YHVWLQJ DIQBH{ROG LLQ@J GBIHAH.RG RI

ZLWK WKH 8. &RUSRUDWH *RYHUQDQFH &RGH UDWKHU WKDQ WKH
PLQLPXP IRRU SHULRG VSHFLILHG LQ WKH 5HPXQHUDWLRQ

&RGH 7KH ,QWHJUDWLRQ DQG 5HWHQWLRQ $ZDUG ZLOO EH SDLG WR
H[HFXWLYH GLUHFWRUV LQ WKUHH HTXDO LQVWDOPHQWY RYHU WKH
SHULRG WR

7KH &RPPLWWHH EHOLHYHV WKDW RXU FXUUHQW 5HPXQHUDWLRQ
3ROLF\ LV VXIILFLHQWO\ IOH[LEOH WR DFFRPPRGDWH WKHVH ODWHVW
UXOH FKDQJHV KRZHYHU ZH ZLOO NHHS UHJXODWRU\ DQG PDUNHW
GHYHORSPHQWY XQGHU UHYLHZ LQ WKH \HDU DKHDG WR HQVXUH
WKDW RXU 3ROLF\ UHPDLQV ILW IRU SXUSRVH

6WDNHKROGHU HQJDJHPHQW

$vV D PXWXDO RUJDQLVDWLRQ WKH &RPPLWWHH V UHPXQHUDWLRQ
GHFLVLRQV ZLOO DOZD\V KDYH DW WKHLU KHDUW WKH *URXS V
SXUSRVH DQG YDOXHVY DQG WKH LQWHUHVWYV RI RXU PHPEHUV DQG
FXVWRPHUV

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXQH UbwWi{sudR C

7KH %RDUG SHPXQHUDWLRQ &RPPJeWWIHWLHY cxuLQJ

7KLV VHFWLRQ RI WKH UHSRUW SURYLGH)\, P H GH%L'_p RQQ’FW_K/\HNHH X HUWRRN [
%RDUG 5HPXQHUDWLRQ &RPPLWWHH ng h \%HUVK L%NV QGHU
HY RI WKH &RPPLWWHH

JRYHUQDQFH DQG WKH SULQFLSDO DFWL
GXULQJ 9DULDEOH SD\

&RPPLWWHH PHPEHUVKLS DQG DWWHQGHHERQVLGHUHG WKH RXWWXUQ RI WKH |

R G up 6XFFHVV 6KDUH
7KH &RPPLWWHH FRQVLVWYVY H[FOXVLYHO\ F%l mQ&I%#{VQN@\I?
S@L\T%EHH&% %H 9DULDEOH 3D\ 3¢

HIHFXWLYH GLUHFWRUY DQG WKH &KDLU RI DUG

/KH PHPEHUV RI WKH &RAALAVWHH LQ f $SSURYHG WKH SHUIRUPDQFH PHDVXUHV

OHPEHUVKLS OHPEHU EDODQFHG VFRUHFDUG IRU WKH $QQXDO

&DUROLQH 0DUVK WKH GHVLJQ DQG SHUIRUPDQFH PHDVXU

-R .HQULFN /RQJ 7THUP ,QFHQWLYH 30DQ

6KDPLUD ORKDPPHG ¥ $SSURYHG WKH RQH RIl ,QWHJUDWLRQ D«

'DYLG 7KRUEXUQ DzDUGY DQG PRQLWRUHG SHUIRUPDQFH
LQWHIJUDWLRQ WDUJHWYV IRU HDFK SDUW

&KDLU RI WKH &RPPLWWHH IURP -DQXDU\
&KDLU RI WKH &RPPLWWHH XQWLO 'HFHPEHU ¥ $SSURYHG GHIHUUHG DQG UHWDLQHG SD

7KH &RPPLWWHH VHHNV LQSXW IURP WKH &%%}UﬁHrg%%%{g&(Vg%t\gﬁY LébD*EUORng_DV\ SSI-?PDXQQ\
WKH +HDG RI 5HZDUG DQG 3HRSOH 6HUYLF DQG™W I'H EK IT—|I
([HFXWLYH ZKR DUH LQYLWHG WR DWWHD &REVWMWAKUNG WMKH&EEKILWN IXQFWLRQ V DQQ
5LVN 2IILFHU*DRBGE6WRKUBWHDMWMHULQYLWHHY ZKHUHRXQGV WR UHFRYHU RU ZLWKKROG YD
DSSURSULDWH 7KH &RPPLWWHH DOVR Em%b{;\gﬁg&IURP VSHFLDOLVW

L=

DGYLFH IURP LWV LQGHSHQGHQW UHPXQ DGYLVRU
'"HORLWWH //3 f $SSURYHG WKH *URXS V VDODU\ UHYLHZ

UHFHLYHG DODO\VLV RI LWV DSSOLFDWL/|
*RYHUQDQFH DQG WKH UROH RI WKH %RDUG 5HPXQHUDWLRQ

&RPPLWWHH *RYHUQDQFH

7KH &RPPLWWHH KDV RYHUDOO UHVSRQVji_E‘BLSC?LLW\YIthJ m[;(\%ﬂ\l/JEYWLW(lfH "URXS-V 5H

PDWWHUY GHOHJDWHG WR LW E\ WKH %RDGBEFAKMH®RBPUMIRUIMWMURP WKH 5LVN 1XQ
UROH LV WR FRQVLGHU WKH *URXS V 5HPXQONVRWLHQH3REDM WEE *URXS V UHPXQH!
WKH VSHFLILF UHPXQHUDWLRQ SDFNDJHV IRNGWHKRIW HRFR XKDILMWG H[FHVVLYH ULVN
H[HFXWLYH GLUHFWRUYVY DQG H[HFXWLYH PDQDJHUV D G[_DF\l):/)é(})\ RWKHU

FROOHDJXHV ZKR DUH GHHPHG WR IDOO Z LAWK Rk R Hi RY RV R1FROOHD JXF
35$ )&$ 5HPXQHUDWLRQ &RGHV 7KH &RPPLWWIPR®OYR OLWLHV FRXOG LPSDFW WKH
SURYLGHV RYHUVLJKW RI WKH SD\ SUDFWLEHYURYHE KK KEURPSHUY 3UXGHQWLDO 5H
*URXS ZRUNIRUFH 35$ 5HPXQHUDWLRQ 3ROLF\ 6WDWHPHQ

$00 GHFLVLRQV DERXW UHPXQHUDWLRQ KDP¥MNMHWPHNRHELIWHELWFRRYXUHYV
*URXS-V SXUSRVH DQG YDOXHV DQG WKHtL @QFURWMMEV WK H HRIEHFWR UV BHPXQHUDWI

DQG FXVWRPHUV

$ &RQVLGHUHG WKH *URXS-V JHQGHU DQG
7KH *URXS IROORZV WKH 35%-V &RGH RQ 5HPXQRYPYWHRODWLR DQG QRWHG IXWXUH
3UDFWLFHV DQG 'LVFORVXUH 5HTXLUHPHQWYFRDX%LRQ BEHLWERQ
DOLJQV LWV 5HPXQHUDWLRQ 3ROLF\ ZLWK WKH 35%-V EHVW
SUDFWLFH JXLGHOLQHV DQG WKH 8. &RUERWHY*%QFP@QE%E‘IQWH RQ WKH UHJXODW

&RGH ZKHUH DSSOLFDEOH UHPXQHUDWLRQ HIRUP DQG FRQVLGHUF
LPSOHPHQWDWLRQ RI WKH ILQDO UHJXOL
7KH &RPPLWWHH:-V ZRUN LV SDUWLFXODUO\ IRFXVHG Ra HQVXULQJ

WKDW YDULDEOH SD\ DZDUGV IRU FROOHD PHPHBOCHYHRXWRYHKSGDWHY RQ SURSR
GLUHFWRUV UHZDUG JRRG SHUIRUPDQFH KPP DRW YPMWLRAQ Ry HPSOR\PHQWRWHUPV
DQG GULYH VXVWDLQDEOH JURZWK DQG UHDYR&BREOH I XMVWirWRYyY WKH HQODUJH

7KH &RPPLWWHH FRQVLGHUV WKDW WKH SWKkRBHUDWLRQ 3ROLF\

KDV RSHUDWHG DV LQWHQGHG LQ t 7KH &RPPLWWHH &KDLU DOVR HQJDJHG Z
ZRUNIRUFH WKURXJK WKH *URXS V FROO!
H[SODLQ WKH ZRUN RI WKH &RPPLWWHH
WR WDNH IHHGEDFN IURP UHSUHVHQWDW

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXQH UbwWi{sudR C

$QQXDO 5HPXQHUDWLRQ 5HSRUW

7KLV VHFWLRQ RI WKH UHSRUW GHWDLOV KRZ WKH 5HPXQHUDWLRQ 3ROLF\ DSSURY
LQ ZDV DSSOLHG GXULQJ 5HPXQHUDWLRQ DZDUGHG WR H[HFXWLYH DQG QR
LQ DFFRUGDQFH ZLWK WKH 3ROLF\

7KH WRWDO UHPXQHUDWLRQ WKDW ZDV HDUQHG E\ HDFK H[HFXWLYH GLUHFWRU IRL
7TRWDO UHPXQHUDWLRQ HDUQHG E\ HIHFXWLYH GLUHFWRU

JL[HG UHPXQHUDWLRQ 9DULDEOH UHPXQHUDWL
$QQXC,QWHJUDWLRQ
%DVH 7D[DEOH 3HQVLRQ 7RWDQQFHQV 5HWHQWLRQ7RWDO 7RWDO
VDODU\ EHQHILWDOORZDQFH IL[HG 30DQ $ZDUG YDULDEOHPXQHUDWLRQ
$XGLWHG
6WHSKHQ +XJKHV
/HH 5D\ERXOG
7RWDO
JL[IHG UHPXQHUDWLRQ 9DULDEOH UHPXQHUDWLRQ
%DVH 7D[DEOH 3HQVLRQ 7RWDO 6XFFHVV 7RWDO 7RWDO
VDODU\ EHQHILWDOORZDQFH IL[HG 6KDUH ([933 YDULDEOHPXQHUDWLRQ
$XGLWHG

6WHSKHQ +XJKHYV

/HH 5D\ERXOG
7TRWDO

3HQVLRQ DOORZDQFH LQFOXGHV ERWK FRQWULEXWLRQV WR WKH *URXS:V GHILQHG FRQWULEXWLRQ SHQVLRQ VFKHPH DQG

JXUWKHU LQIRUPDWLRQ RQ LQGLY([HFXWOYH GLUHFWRUV ZHUH HOLJLEOH W

UHPXQHUDWLRQ HOHPHQWYV H[HFX\W XYM SHOHTONVTHRQYULEXWLRQ SHQVLR
%DVH VDODU\ RITHUHG WR DOO FROOHDJXHV

$V GLVEFXVVHG LQ ODVW \HDU V UHSRUW MHKEHEERBP (IR K{YLYH DQRG &KLHI JLQDQFLE
FRQVLGHUHG WKH EDVH VDODU\ LQFUHDV Vlﬁ? Vﬁ IXW‘RVY Q OLHX RI SHQVLR
GLUHFWRUV LQ LQ WKH FRQWH[wW Rl HTXLY DVH VDODU\ ZKLF!

DSSURDFK IRU DOO HPSOR\HHV ZKR DUH H
f WKH DFTXLVLWLRQ RI 7KH &R RSHUDWLYR %®-@NG HIQ @ HBKFR QWULEXWLRQ SHQVLR

LQFUHDVHG VL]H DQG VFRSH RI H[HFXWRGWLRENKWLRQSE RI XS WR
£ HQVXULQJ EDVH VDODULHV DQG WRWD ® IJHFXXHUBBALRQ DUH

DSSURSULDWHO\ SRVLWLRQHG WR UHF br % '\(/4;\/ vg% D BﬁFXWLYH CLUHEWRUY

UHWDLQ H[HFXWLYHV RI WKH FDOLEUH u

WKH HQODUJHG DQG PRUH FRPSOH[ *U $QQXDO , QFHQWLYH 30DQ $.3 D /RQJ

Q /7,3 DQG D RQH RIl ,QWHJUDWLRQ I
&RQVHTXHQWO\ WKH &RWFKPH WRIOHER BB HH G ZD U G
VDODULHV HIIHFWLYH IURP -DQXDU\
$QQXDO ,QFHQWLYH 30DQ IRU

((HEXWLYH G L SR (L Ea f v H 7KH PD[LPXP DZDUG IRU WKH H[HFXWLYH G

-DQXDU\ $SULO

LoFuHDpvH RI EDVH VDODU\ 7KH *URXS PHDVXUHV DQ
GBWHSKHQ +XJKHV DJDLQVW D QXPEHU RI VWUHWFKLQJ ILQDC
— WDUJHWYV GHWDLOHG LQ WKH EDODQFHG V

/HH S5D\ERXOG VWUDWHJILF SULRULWLHV
7KH EDMHUVIBWO IRU ZLOO EH UHYLHZHGSZDPWE& \HWRFMfHFXWLYH GLUHFWRUV DUH P
IURP $SULO LQ D PDQQHU FRQVLVWHRSWRVWR WRHKDUHV 7KH SODQ LV UHYL!
DSSURDFK IRU DOO FROOHDJXHV HQVXUH FRQWLQXHG DOLJQPHQW WR VWUI

FKDQJHV LQ UHJXODWLRQ
%HQHILWY DQG SHQVLRQ

(IHFXWLYH GLUHFWRUV UHFHLYHG EHQHII’S\@% FokG é? ! >§ \LQRIO)I(_SleéLWKRII.V\V/‘l
H[SHQVHG FDU RU D FDVK DOWHUQDWLYH ] GE 1 XS WR LRIV
RI D SULYDWH PHGLFDO LQVXUDQFH VFK}-&B-%DU H %

H DFKLHYHG E\ HII
LQVXUDQFH DQG OLIH DVVXUDQFH XSSHU WDUJHWYV IRU DOO PHDVXUHYV

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXOQHUBRMWLR C

$QQXDO 5HPXQHUDMWMLREHBHSRUW

9DULDEOH SD\ FRQWLQXHG GHWHUPLQH YDULDEOH SD\ DQG PHW WKH
$QOXDO ,QFHQWLY H FBRIMN QRWG ,W GLG QRW IDOO VKRUW RI DQ\ PHDVXUH\

7KH EDODQFHG VFRUHFDUG FRPSULVHV WKMFRYDH @I AP\ S ERYLGHY JXLGDQFH W
WKH H[HFXWLYH WHDP DQG WKH %RDUG WRDNKH \PRWKAWLRRXFLBQHWDUN RXWWXUQ
SHUIRUPDQFH 7KLV HQVXUHV DOLJQPHQWMHRJIBHBRBROPWPREYW WKH EDODQFHG VI
ZLWK WKH *URXS-V VWUDWHJLF REMHFWLY QXOEFENP P EBBBBERY DERYH RQ RU E
VFRUHFDUG LV XVHG WR GHWHUPLQH DQAdXbBMWpWKHEBRQIH\ RRD 4J3EHEY FRQVLGHUE

FROOHDJXHV $00 PHDVXUHV DUH HTXDOO\ gHWKWH PXWWKH S L UHEFWRU YV SRWHQ
LQIRUPDWLRQ RQ WKH *URXS-V SHUIRUP D& H$P Lo HP R\BYIKH EDODQFHG VFRUHFD
IRXQG LQ WKH 6WUDWHJILF 5HSRUW 3HUIBHBBRGEHODIDLEUW W OHG E\ LOGLYLGXE
EDODQFHG VFRUHFDUG PHDVXUHV LV VXPRHH % & WK Ry WRE® N WUDWHILF LOGLY
EHORZ LQGLYLGXDO JRDOV HQVXUH SHUVRQDO DF
'"HVSLWIFRWPISHHWLWLYH PDUNHW FRQGLWLF@Q;\p\:bHU\ Ry R\ VWUDWHILF REMHFWLYH\
*URXS GHO LUREJENBUDR U P & FIH* UR X S WKH &RPPLWWHH 3HUIRUPDQFH DJDLQVW

H[FHHGHG IRXU RI WKH QLQH SHUIRUPDQMRWNDVUKHW ¢ LK ARQGXFW DQG EHKDYLRX
WKH &RPPLWWHH ZKHQ DVSHWIRWPD RQEELY L
%DODQFHG 6FRUHFDUG

30DQ SHUIRUPDQFH U

SHUIRUPDQFH WDUJHWSHDIRIHPDQFH UHVXOW WDUJHW,|

3HRSOH DQG VRFLHWDO
(PSOR\HH (QJDJHPHQW

LPSDFW
7TUXVW 5HFRJQLVHG ([FHHG 7DUJHW

$VVHVVPHQW DJDLQVW W/

(QYLURQPHQWDO 6RFLDO DQG
PHDVXUHYV

%

*RélYﬁéJ(SgLRI@lf\HLYH DQG TXDQWLWDWLYRXDWARPH/ PHOWXUHYV UDW

RYHUDOO DV $FKLHYHG 7L

ORUWJDJH EDODQFH JURZWK
1HW 3URPRWHU 6FRUH
6DYLQJV 5DWH 3UHPLXP

HVW DW PRUWJDJHV DQG VDYLQJV

$FKLHYHG 7DUJHW
$FKLHYHG 7DUJHW
(IFHHGHG 7DUJHW

.H\ WUDQVIRUPDWLRQ

DQG FDSDELOLW\
.H\ FDSDELOLW\ GHOLYHU\ LQFOXGLQJ

$VVHVVPHQW DJDLQVW W/

GLJLWLVDWLRQ PRUWJDJHV DQG 4XD\OHIVWDWILR DQG TXDQWLWDWLYRIXBAMRPH/ PHRQWXUHYV UDW
RYHUDOO DV ([FHHGHG 7D

JLQDQFLDO SODQ GHOLYHU\

*URXS FRVW LQYHVWPHQW EXGJHW

*URXS XQGHUO\LQJ SURILW EHIRUH
*URXS 8. OHYHUDJH UDWLR ZLWKLQ

P
wWD[ P
DSSHWLWH

T

$FKLHYHG 7DUJHW
([FHHGHG 7DUJHW
$FKLHYHG 7DUJHW

,QGLYLGXDO REMHFWLYHV
PDLQ LQGLYLGXDO REMHFWLYHYV

&KDLU RI %RDUG &KLHI ([HFXWLYH DVVHVVPHQW

7KH HQJDJHPHQW VXUYH\ ZDV SURYLGHG E\ *
ODUJH RUJDQLVDWLRQ

UHDW 30DFH WR :RUN *37:

ORUH GHWDLO FDQ EH IRXQG LQ WKH VXVWDLQDELOLW\ VHFWLRQ ZLWKLQ WKH 6WUDWHJLF 5HSRUW

JRU WKH 6RFLHW\
7KH 6RFLHW\ 1HW 3URPRWHU 6FRUH
DQG VHUYLFHV

136 LV D PHDVXUH RI FXVWRPHU DGYRFDF\ WKDW UDQJHV EHWZHHQ

DQG PHDVXUHV WKH 7UXVW LQGH[ 7KH *37: HPSC

DQG ZKLF

.H\ WUDQVIRUPDWLRQ DQG NH\ FDSDELOLW\ GHOLYHU\ DUH DVVHVVHG D 2bR DD RMRECPYMWWHH G ILQDQFLDO PHDVXUHV PRQI
*URXS XQGHUO\LQJ SURILW H[FOXGHV LWHPV WKDW DUH RQH RII LQ QDWXUH UHODWLQJ WR WKH SXUFKDVH DQG LQWHJUDW

6WHSKHQ +XJKHV LQGLYLGXDO

JRDOV

$00

NHY LOQOWHJUDWLRQ PLOHVWRQHV

GHOLYHU

'"HOLYHU\ RI \HDU RQH LQWHJUDWQW® DUPANGRW BEROME IRU EHORZ EXGJHW DQG
SODQQLQJ RI IXWXUH WUDQVLWLR@NWWDLWMMH[FHHGHG WDUJHWYV
6WURQJ FROOHDJXH HQJDJHPHQW VXVWDLQHG
*URXS VWUDWHJ\ GHYHORSHG DQG DSSURYHG E\ %

'HYHORSPHQW RI *URXS VWUDW

HIO b Q PO Q@ HGI RO R QUHWYNWLR) J R X W

V F(ORHEGEHGW\ URD

DPELWLRQV DQG SHUIRUPDQFH PRNDH/WX WHW HRHU WIKRRUWRUL]RQV \§ B U DRIV
PLG DQG ORQJ WHUP WLPH KRULYROWOVIRUP DQG VFDOH 3XUSRWHRBRNQ@RHPHU
PLVVLRQV DQG YDOXHV ODXQFKHG WR DOO FROOH

'"HYHORSPHQW RI
UHSODFHPHQW

DSSURDFK WR

LHZ FDSDE
VHOHFWLRQ DQG LQIUDVWUXFW

%%Flsﬁl&v%{@%%%&\\gﬁ,ﬁyowHu UHTXLUHPH

LOLW\ DV
XUH

QWV GHIL
HVVPHQ

&RYHQWU\ % XLOGLQROERMALHWHSRUW

$FFRXQWYV



LUHFWRUV OS5HPXQH UWdR Q

$QQXDO 5HPXQHUDWRRQBHES RUW

9DULDEOH SPRQWLQXHG

/HH 5D\ERXOG LQGLYLGXDO JRDOV

JLODQFLDO VWUDWHJ\ VKDSHG WR VXSSRUW *URXS
/HDG GHYHORSPHQW RI WKH *URY¥HRWEFLbo vwubwH 3\
. BWURQJ ILODQFLDO SODQ GHOLYHU\ LQ HIFHH:
HOLYHU WKH ILQDQFLDO SODPSH - SURFLWR I FRPFGWYROOLQJI FRVWYV DQG GHOLYH!

EXLOG SODQ

6LIQLILFDQW FRQWULEXWLRQ WR MW R@iHd\ GHYH
,QWHJUDWH WKH )LQDQFH IXQFWLIRDRVVBURGEYKMPBRGBWEHU SURFHWYPHYHAMRUNLQJ
EHVW SUDFWLFH GHOLYHULQJ HHILFEMQMHDO ® 0@ ISIROAIFQHV KDUPRYIFHBPRAWURQ.

GLYHUVLW\ LYHUVLW)Y LV EXLO

FROOHDJXH HQJDJHPHQW DQG G
6SRQVRU WKH GHOLYHU\ RI WHF

WLPH VFRSH DQG FRVW LQFOXC%%%%%g\\%MSW\E%ﬁWEQPO

DQG *URXS JHQHUDO OHGJHU DO

D UXQQLQJ LQ OLQ

*LYHQ WKH VFRUHFDUG DQG LQGLYLGXDO RO IRYEDR QB RXWOLREEDQ /7,3 WR EH

DERYH WKH &RPPLWWHH GHWHUPLQHG Dg%el‘a,[éféD%@:W%?#% QGLYLGXDO FRQC

HIHFXWLYH GLUHFWRUYV RI RlI EDVH VD DZDUGV RI

PD[LPXP RI VDODU\ ZLOO EH JUDQWHG XQGHU WKH /7,
/RQJ WHUP LQFHQWLYH SODQ /7,3 JUDQWHEFXWLYH GLUHFWRUV 7KHVH DZDUGV Zl1

7KH /7,3 DZDUGV ZHUH PDGH EDVHG p bR 4 %} wH VXEMHFW WR D WKUHH \h
DVVHVVPHQW RI SHUIRUPDQFH GHOLYHUH%"EbRG FRRREBFLPWRR -DQRXDU\
DFFRXQW LQGLYLGXDO FRQGXFW DQG SHYHRUYRDRH G AHOLLOWRER DVVHVVHG DJDLQV)
SHUIRUPDQFH DZDUGV RI RI VDODU\ ZHYHQAR G WBAVEKRQ ILODQFLDO PHDVXUH
H[HFXWLYH GLUHFWRUV *URXS V ORQJ WHUP SULRULWLHV

7KH /7,3 LV VXEMHFW WR D WKUHH \HDU IRMVEVMNYEWOWRNKRY VDWLVIDFWLRQ RI WKH

SHUIRUPDQFH SHULRG WKDW FRPPHQFHGFRQ@GtWQ}Q@M\ YHVWLQJ RI /7,3 DZDUGV ZL
7KH FKRVHQ SHUIRUPDQFH PHDVXUHV DUH@P® RINICHWNRK WKH \HDU SHUIRUPDQFH SH
*URXS V ORQJHU WHUP SULRULWLHYV DQGZ3WRY WGty B FORMPIRODAMN WRYHUQDQFH &R
PHPEHU BXQQCNV RPWHUHVWY DQG WKH DFKEHYPOIRW BOO\ EH UHOHDVHG QR HDUOLH
RXU ILQDQFLDO DQG VWUDWHILF DLPV $WKWKE DGR JWEBwW

SHUIRUPDQFH SHULRG WKH &RPPLWWHH ZLOO DVVHVV ZKHWKHU

WKHUH KDV EHHQ DQ\ VLJQLILFDQW ULVN: QPROBHFWE RGH B W W VRIGDHLRQ $ZDUG !
RU RSHUDWLRQDO UHDVRQV ZK\ DZDUGV YKFRAYGEOACRMIEHQ ODVW \HDU V UHSRUW |
UHOHDVHG WDNLQJ LQWR DFFRXQW LQSXWSRBWDNIFHH RR DUGWELEOH OHDGHUVKLS D

&RPPLWWHH DQG &RRIDRLGV BHHGHL W

SHUIRUPDQFH FRQGLWLRQ HLIKW

DFFRXQW YROXPHYV

WKH LQWHJUDWLRQ RI 7KH &R RSHUDWLYH

WKH &RPPLWWHH PDGH

D RQH RII

GLUHFWRUV WKH DZDUGV ZHUH

,QWHJUL

$ZDUG WR UHWDLQ DQG UHZDUG FHUWDLQ
JUDQFKLVH EXLOG EDVHG RQ WKH JURZWK LQ\HEW\'?'Yé-lHULRG RI VXEVWDQWLDO FKDQJH

)
RI EDV

,QWHJUDWLRQ DQG WUDQVIRUPDWLRQ PHDVXUHG
WKURXJK GHOLYHU\ RI ILQDQFLDO DQG QRQ I2QOHOMKIOUG RI WKH ,QWHJUDWLRQ DQG 5H\
PLOHVWRQHYV SDLG XSIURQW WR H[HFXWLYH GLUHFWRUYV
JLQDQFLDO SODQ GHOLYHU\ PHDVXUHG WKURXKHRSHUIRUPDQFH \HDU DQG WZR WKLUGV
OHYHUDJH UDWLR DQG RXU FRVW LQFRPH UDWIR.G LQ HTXDO LQVWDOPHQWY RYHU WKH
VKDUH HTXLYDOHQW LQVWUXPHQWYV 6¢(,

7KNWSHFLILF WDUJHWY DUH GHHPHG WR ERLERPFPEFURIBBB\R!I GHIHUUDO UHTXLUHG X
VHQVLWLYH DQG ZLOO EH GLVFORVHG DOR8BXQHWRWARE &FW XD o

SHUIRUPDQFH DFKLHYHG® HEQ RAKH

5HPXQHUDWLRQ 5HSRUW

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



LUHFWRUV 5HPXQH UW:iW:kd&R Q

$QQXDO 5HPXQHUDWhRQQBHES RUW

9DULDEOH SPRQWLQXHG
+RZ YDULDEOH SD\ LQ UHVSHFW RI ZLOO EH UHOHDVHG WR H[HFXWLYH GLUHFWF
7KH LOOXVWUDWLRQ EHORZ VKRZV KRZ WKH YDULDEOH SD\ LQ UHVSHFW RI ZLOC

$QQXDO QFHQWL¥HVK: 3HUIRUPDQFH
30DQ : SHULRG

FDVK

FDVK

.n
o
<
X

J,QWHJUDWLRQ D@G® IHUUBIBUIRUPIDQFH
5HWHQWLRQ $RDURQH \HDBHULRG

GHIHUUHG 5 6(
IRU WZR \HDUV : ’

6(,

3UH JUD

/RQJI WHUP ESHUIRUP. SHUIRUPDQFH SHU

L, QFHQWLYH

$00 SD\PHQWV DUH VXEMHFW WR PDOXV BO® PODIZEBIFNPSRUWDQFH RI VSHQG

SURYLVLRQV DVSGHMWDLOHRG RQ 7KH IROORZLQJ WDEOH VHWV RXW WKH F
3D\PHQWYV WR IRUPHU 'LUHFWRUVWD[LQ FRPSDUHG WR DQG WKH F

7KH &RPPLWWHH PD\ GHWHUPLQH WKDW LXI—?\H PXQHUDWLRF?_HSS\(NDSEEYVL);VDSVF

UHGXQGDQFLHVY VKRXOG EH WUHDWHG DYV, g L Y%VWPH WL

LQ IOLJKW GHIHUUHG YDULDEOH SD\ ZLO V\} RF?SHWLWLYQH YDQO

QRUPDO WLPH LQ OLQH ZLWK WKH 5HPXQ EHUV DQG FXVWRPHL

IROORZLQJ SD\PHQWYV UHODWLQJ WR GHI \

ZHUH PDGH WR IRUPHU GLUHFWRUV LQ R DQFH LV WKH OHYHO

3DUVRQV IRUPHU &KLHI ([HFEXWLYH .. Wgéa_(é‘b HWV D QGR UMKVD B & LEFHHSRVD
FK O DVVHWY KDV DOVR EHH

IRUPHU &KLHI )LQDQFLDO 2IILFHU DQG \\/\W

IRUPHU &KLHI &XVWRPHU 2IILFHU $00O WW SD\PHQWV ZHUH

VXEMHFW WR SHUIRUPDQFH DQG ULVN UHYLHZ E\ WKH

&RPPLWWHH LQ OLQH ZLWK WKH 5HPXQHUDWLRQ 3ROLF\ N ., &RPoIH
5HPXQHUDWLRQ 3ROLF\ LPSOHPHQ\RWol loR¥h R

%DVH VDODU\ 7TRWDO HPSOR\HH

%DVH VDODULHV IRU H[HFXWLYH GLUHFWRUZ*QAYEELRQH 5 LQ

$SULO LQ OLQH ZLWK WKH DSSURDFK RORMAL QMG L @ 1¥[

5PXQHUDWLRQ 3ROLF\

0,
HHQHILWYV LQFOXGLQJ SHQVLRQ 7KH KLJKHU HPSOR\HH UHPXQHUDWLRQ FR
7KHUH ZLOO EH PLQRU FKDQJHV WR EHQHJHWOHRW Bv KHVDHFWY HRD WHKIHQ KHDGFRXQW |
KDUPRQLVDWLRQ RI HPSOR\PHQW WHUPV Q& RRAEIROLRRYKHRR RSHUDWLYH %DQI
OLQH ZLWK WKH DSSURDFK IRU DOO FROGHBHUIDQFH FRVWV DULVLQJ IURP LQWHJU
9DULDEOH SD\ DQ\ LQFUHDVH LQ VDODULHV IROORZLQJ D

FRQWULEXWHG WR WKH KLJKHU RYHUDOO

(HFXWLYH GLUHFWRUV ZLOO SDUWLFLSDWH LQ WKH IROORZLQJ
YDULDEOH SD\ SODQV IRU 7KH &KLHI )LQDQFLDO 2 ISIDFRIHHUS U RIHYAHZ [

ILQDQFLDO UHYLHZ RI WKH \HDU
f $QQXDO ,QFHQWLYH 30DQ $,3 2 XS WR RI VDODU\

$ /RQJ 7THUP ,QFHQWLYH 30DQ /7,3 2 XS WR RI VDODU\

'"HWDLOV RI WKH SHUIRUPDQFH PHWULFV ZLOO EH SURYLGHG LQ
WKH 'LUHFWRUV:- 5GHPXQHUDWLRQ 5HSRUW

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



LUHFWRUVY 5HPXQHUBMWxbR C

$QQXDO 5HPXQHUDWRhRQBHES RUW

&KDQJH LQ UHPXQHUDWLRQ RI &KLHI ([HFEXWLYH

7KH KLVWRULFDO OHYHOV RI WKH &KLHI ([HFXWLYH:-V YDULDEOH SD\ DZDUGV DV D ¢
VKRZQ EHORZ

$QQXDO ,QFHQWLYH 30DQ ERQXV DV.D
SHUFHQWDJH RI PD[LPXP eb @b @b Qb QD Q@D QD QD QP

/7,3 DV D SHUFHQWDJH RI PD[QPXP Q D QD QD QD QD QD QD

$QQXDO 6XFFHVV 6KDUH DV D SHUFHQWDJH RI
PD[LPXP

([933 DV D SHUFHQWDJH RI PDR ®XP

.Q WKH RQH RIl ,QWHJUDWLRQ DQG 5HWHQWLRQ $ZDUG DOVR YHVWHG DW RI SRWHQWLDO PD[LPXP

2Q WKH EDVLV RI WKHVH QXPEHUV WKH UD
&(2 SD\ UDWLR HPSOR\HH SD\ DW WKH PHGLDQ DQG WK [
7KH &RPSDQLHV OLVFHOODQHRXV 5HSRU®H QB HQMINROWRRDV
UHTXLUH 8. TXRWHG FRPSDQLHV ZLWK PRUH WKDQ
8. FROOHDJXHV WR SXEOLVK WKHLU &(2 SD\ UDWLR ILIJXUHVWXQG WK
VXSSRUWLQJ LQIRUPDWLRQ LQ WKHLU DQQXDO UHSRUW ¥HUAKIQWDEBLOIHUFHQWLOH
UHJXODWLRQV UHTXLUH WKDW WKH sD\ uDi2Po OHWKRGLy nig -

FDOFXODWHG XVLQJ WKH WRWDO UHPXQt 2SWLRQ $
WRWDO VDODU\ YDULDEOH SD\ SHQVLRQ EHQRIIWMWR® &
EHQHILWYV JSWLRQ §

7KH *URXS KDV HOHFWHG WR SXEOLVK LWV &(223R\ROWLRV X

WKH *RYHUQPHQW:-V SUHIHUUHG PHWKRGRORJ\ WIRQ $

ZKLFK LV EDVHG RQ DFWXDO IXO0O WLPH MBﬂMDAM—

EHQHILW YDOXHV IRU DOO FROOHDJXHV IRU WKH ILQDQFLDO \H LW

LV FDOFXODWHG E\ LGHQWLI\LQJ WKH PHGKB @ MRVPROSD\ UDWL R LQFUHDVHG RYHU

UHPXQHUDWLRQ DV ZHOO DV WKH WRW D OWKHIP K [FHISIMERR® O WQAFKWHDVH LQ WKH &KL
WK SHUFHQWLOH DQG WK SHUFHQWLOW @R LYPW\DFQAH SD\ LQ IROORZLQJ WKH

'HFHPEHU WKHVH ZHUH DV VHW RXW K& WRHUWPMWEOH %DQN DQG WKH UHVXOWLQ

EHORZ ,Q FDOFXODWLQJ WKHVH ILIXUHVVY DR ROUKIZNHYROH DV GHWDLOHG HDUOLF

H[FOXGHG EXW DOO RWKHU FROOHDJIXHV lZKRUVWY I WHFHE 6 W AWKH \HDU RQ \HDU S

WKURXJK WKH \HDU RU ZKR ZHUH RQ H[WREBHGHSHWRHWRIY EURDGHU ZRUNIRUFH

VRPH RU DOO RI WKH \HDU KDYH EHHQ LOAOKCSHE FRVIVKEHREP VLY v DOVR LPSDEWHC

RI'D IXOO \HDU-V VDODU\ DQG 5HWHQWLRQ $ZDUG ZKLFK ZDV JUDQW
5HPXQHUDWLRQ HOHPHQW ([HFEXWLYH IRU RQO\
SHUF‘Q’KWDBBLD UF\Q’KWLOH 7KLY FRQFOXGHV WKH &RPPLWWHH V DQQ>
Q SHUFRQ 5HSRUW ZKLFK PHPEHUV ZLOO EH DVNHG
DQ DGYLVRU\ YRWH DW WKH $+0

7TRWDO SD\ DQG EHQHILWYV
6DODU\

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXQH UWbwW\{udR C

SHPXQHUDWLRQ 3ROLF\ IRU HIHFXWLYH GLUHFWRL

7KLV VHFWLRQ RI WKH UHSRUW LQFOXGHV D VXPPDU\ RI WKH PDLQ HOHPHQWYV RI W
VLW RQ WKH *URXS %RDUG DSSURYHG E\ PHPEHUV DW WKH $QQXDO *HQHUDO Ol
LOWURGXFWLRQ WR WKH 5HPXQHUDWLRQ 5SHSRUW &DUROLQH ODUVK DV &KDLU RI
ZRXOG LPSOHPHQW VRPH FKDQJHV WR WKH 5HPXQHUDWLRQ 3ROLF\ ZLWK HIIHFW IU
QHZ SHPXQHUDWLRQ &RGH 7KHVH FKDQJHVY KDYH EHHQ UHIOHFWHG LQ WKH VXPPDI

:LWK HIIHFW IURP

YDULDEOH SD\ LQFOXGHV WKH $QQXDO ,QFHQWLYH 30

DQ DQC

RQO\ DQ ,QWHJUDWLRQ 5HWHQWLRQ $ZDUG ZDV LQWURGXFHG WR UHWDLQ DQG U
FKDQJH IROORZLQJ WKH DFTXLVLWLRQ RI 7KH &R RSHUDWLYH %DQN
3XUSRVH DQG OBDIOMDWERHY DUH VHW ZLWK UHIHUHQFH WR PDUNHW UDWHV R| SD\ WF
VWUDWHJ\ PRWLYDWH KLJK FDOLEUH OHDGHUYV
2SHUDWLRQ ([HFXWLYH GLUHFWRU VDODULHY DUH QRUPDOO\ UHYLHZHG DQQXD¢
HITHFW IURP $SULO WDNLQJ LQWR DFFRXQW D QXPEHU RI IDFWRU
+ 7KH VFRSH DQG VL]H Rl UROH
f 7KH VNLOOV H[SHULHQFH DQG UHVSRQVLELOLW\ Rl WKH UROH K
+ 7KH SRVLWLRQ RI WKH UROH KROGHU-V VDODU\ DJDLQVW ZLGHU
LQGLYLGXDO SHUIRUPDQFH
+ (TXDO SD\ SULQFLSOHV WKH *URXS-V ILQDQFLDO SHUIRUPDQFH
f ,QFUHDVHV DZDUGHG WR WKH *URXS:-V FROOHDJXHV
KHUH DQ H[HFXWLYH GLUHFWRU LV WR EH SURPRWHG RU ZKHUH Wi
ZLOO UHYLHZ WKH VDODU\ DQG GHFLGH ZKHWKHU DQ DGMXVWPHQW
OD[LPXP SRWHQSQMNOL@QFUHDVHY ZLOO JHQHUDOO\ EH QR KLJKHU WKDQ WKH DYHUDJ
FROOHDJXHV LQ SHUFHQWDJH WHUPV ,QFUHDVHV PD\ EH PDGH HL
H[FHSWLRQDO FLUFXPVWDQFHV WDNLQJ LQWR DFFRXQW WKH IDFW
3HUIRUPDQFH PMQWUYEGXDO SHUIRUPDQFH LV FRQVLGHUHG ZKHQ VHWWLQJ VDODU
&RQVLVWHQF\ ZIKHK*URXS XVHV WKH VDPH DSSURDFK ZKHQ VHWWLQJ VDODULHV IR
RWKHU FROOHDGKUMFWRUYV
%HQHILWY H[FOXGLQJ SHQVLRQ
3XUSRVH DQG |JKBIN*WRXS SURYLGHYVY D FRPSHWLWLYH EHQHILWYV SDFNDJH WR DOO
VWUDWHJ\ PHQWDO DQG ILQDQFLDO ZHOOEHLQJ
2SHUDWLRQ (DFK HIHFXWLYH GLUHFWRU UHFHLYHV EHQHILWYV WKDW DUH|LQ OLC
LQFOXGH D FRPSDQ\ FDU RU FDVK DOWHUQDWLYH SULYDWH PHGLFI
SHUPDQHQW KHDOWK LQVXUDQFH DQG OLIH LQVXUDQFH
&RQVLVWHQF\ BIOWKFROOHDJXHV UHFHLYH SHUPDQHQW KHDOWK LQVXUDQFH DQG C
RWKHU FROOHMSBIXHMDWH PHGLFDO LQVXUDQFH ([HFXWLYH GLUHFWRUV GR QRW UH
RWKHU FROOHDJXHV ZLWKLQ WKH *URXS

3XUSRVH DQG
VWUDWHJ\

TKBN*UWRXS SURYLGHYVY SRVW UHWLUHPHQW ILQDQFLDO VHFXU
VXVWDLQDEOH

2SHUDWLRQ

(IHFXWLYH GLUHFWRUV DUH HOLJLEOH WR SDUWLFLSDWH LQ
PD\ EH SHUPLWWHG WR WDNH D FDVK DOWHUQDWLYH LQ SOD

OD[LPXP SRWH

LW\ IRU

IRU WKH *URXS RYHU WKH ORQJ WHUP DQG LQ OLQH

WKH G
FH RI F

JMWHIFXWLYH GLUHFWRUYVY UHFHLYH D SHQVLRQ FRQWULEXWLRQ RU FD

LQ OLQH ZLWK WKH PD[LPXP SRWHQWLDO IRU DOO FROOHDJX

&RQVLVWHQF\
RWKHU FROOH

BOWOWKFROOHDJXHY DUH HOLJLEOH WR MRLQ WKH *URXS:V GHI
[(FROMWULEXWLRQV RI XS WR

&RYHQWU\ % XLOGLQROERMALHWHSRUW

$FFRXQWYV

HV

LQHG FI



'LUHFWRUV 5HPXQH UWbwWNuudR C

SHPXQHUDWLRQ 3ROLF\ IRU HROWXME¥H GLUHFWRL

$QQXDO ,QFHQWLYH 30DQ $%,3

GK®N$VBRLY D GLVFUHWLRQDU\ YDULDEOH SD\ VFKHPH WKDW HQDEOF

3XUSRVH DQG
VWUDWHJ\

*URXS:V VXFFHVV LQ GHOLYHULQJ DJDLQVW LWV VWUDWHJ\
DWWUDFWLQJ DQG UHWDLQLQJ KLJK FDOLEUH H[HFXWLYHV D

2SHUDWLRQ

$ZzDUGVY DUH GHWHUPLQHG E\ WKH &RPPLWWHH IROORZLQJ W
$ZDUGVY WR H[HFXWLYH GLUHFWRUY DUH PDGH LQ FDVK DV R
DQG UHWHQWLRQ LQ OLQH ZLWK UHJXODWRU\ UHTXLUHPHQW
IRU WKH ,QWHJUDWLRQ DQG 5HWHQWLRQ $ZDUG WKH SD
YDULDEOH SD\ DZzDUGY DUH GHWHUPLQHG DW WKH WLPH RI D

W KHO
QG HQ\
KH HQC
SSRVH
V $ORH
\PHQW
ZDUG L

UHTXLUHPHQWY 7R WKH HWHQW WKDW WKH PLQLPXP OHYHO RI GH

IRU WKH ,QWHJUDWLRQ DQG 5HWHQWLRQ $ZDUG D SURS

RUWLR

ZLWK UHJXODWRU\ UHTXLUHPHQWY $Q\ QRQ GHIHUUHG SRUWLRQ L\

HQG RI WKH SHUIRUPDQFH \HDU :KHUH GHIHUUDO DSSOLHYV

DZDUG

HTXLYDOHQW LQVWUXPHQW ZKHUH QHFHVVDU\ WR PHHW WKH UHTXL

*URXS:V VKDUH HTXLYDOHQW LQVWUXPHQW LV FXUUHQWO\ E
XSOLIW DQG UHGXFWLRQ RI DZDUGV ,Q OLQH ZLWK WKH QHZ

DVHG R
5HPXQ

WKH GLVFUHWLRQ WR SD\ LOQOWHUHVW RQ DQ\ GHIHUUHG DZDUGV 7K

DOLJQPHQW WR WKH VWUDWHIJLF SULRULWLHY DQG FKDQJHV

LQ UH.

&RGH D PROQWK UHWHQWLRQ SHULRG ZLOO QR ORQJHU DSSO\ WR

OD[LPXP SRWH

QWWEEH *URXS SHUIRUPV LQ OLQH ZLWK LWV SODQV WKH $,3 VFKHPH
VDODU\ IRU H[HFXWLYH GLUHFWRUV 7KH PD[LPXP DZDUG RI XS WR

JUDQW FDQ RQO\ EH DFKLHYHG E\ H[FHHGLQJ VWUHWFKLQJ X

SHUIRUPDQFH

SSHU V

FTHK\W FIURXS PHDVXUHY DQQXDO SHUIRUPDQFH RI WKH $,3 DJDLQVW D

WDUJHWYVY LQ WKH EDODQFHG VFRUHFDUG WKDW QRUPDOO\ D
WKUHH LQGLYLGXDO REMHFWLYHV WKDW DFFRXQW IRU R
WKH &¢RPPLWWHH DW WKH RXWVHW RI WKH VFKHPH \HDU

&RQVLVWHQF\
RWKHU FROOH

ZKWKSODQ LV RQO\ DYDLODEOH WR H[HFXWLYH GLUHFWRUV D

FFRXQ\
WKH W

QG HI[H

[DIKKHRNVY WKH *URXS WKH EDODQFHG VFRUHFDUG ZKLFK GHWHUPLQH

ZLOO FRQWLQXH WR GHWHUPLQH WKH RXWFRPH RI WKH $,3

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXQH UbwWNuudR C

SHPXQHUDWLRQ 3ROLF\ IRU HROWXME¥H GLUHFWRL

/JRQJ 7HUP ,QFHQWLYH 30DQ /7,3

KGN TWR KHOSV WR UHFUXLW DQG UHWDLQ KLJK FDOLEUH H[HFXWLY

3XUSRVH DQG
VWUDWHJ\

UHZDUG VXVWDLQHG SHUIRUPDQFH LQ GHOLYHULQJ WKH *UR

XS-V V)

RQO\ SD\ RXW ZKHUH DSSURSULDWHO\ VWUHWFKLQJ SHUIRUPDQFH

RYHU D WKUHH \HDU SHULRG

2SHUDWLRQ

/7,3 bZzDUGY DUH QRUPDOO\ JUDQWHG VXEMHFW WR WKH DFK
WKH \HDU SULRU WR JUDQW DQG DUH WKHQ QRUPDOO\ VXEM
SHUIRUPDQFH SHULRG IURP WKH VWDUW RI WKH ILQDQFLDO
IRUZDUG ORRNLQJ SHUIRUPDQFH PHDVXUH WKH &RPPLWWHH
*URXS:-V ORQJ WHUP JRDOV DQG VHWV D fWKUHVKROG:- WD
6XEMHFW WR WKH VDWLVIDFWLRQ RI WKH SHUIRUPDQFH FRQ
IROORZLQJ WKH HQG Rl WKH WKUHH \HDU SHUIRUPDQFH SHU
RSSRVHG WR VKDUHV DQG DUH VXEMHFW WR GHIHUUDO DQG
UHTXLUHPHQWY 7R FRPSO\ ZLWK WKH 8. &RUSRUDWH *RYHU
H[HFXWLYH GLUHFWRUYV ZLOO QRUPDOO\ EH UHOHDVHG QR H
7KH 5SHPXQHUDWLRQ &RGH UHTXLUHV WKDW Rl YDULDEOH
QRQ OLVWHG EXVLQHVV OLNH WKH *URXS D VKDUH HTXLYDO
LQVWUXPHQW LV FXUUHQWO\ EDVHG RQ OHYHUDJH UDWLR D
DzDUGV 7KH sODQ LV UHYLHZHG HDFK \HDU WR HQVXUH DOL
FKDQJHV LQ UHJXODWLRQ

OD[LPXP SRWH

QWHD/@,3 VFKHPH SURYLGHV IRU DQ DZDUG RI XS WR R1 VD
WDUJHW SHUIRUPDQFH DQG DW WKH WKUHVKROG OHYHO F

RI EDVH VDODU\ DW WKH GDWH RI JUDQW IRU H[HFXWLYH
H[FHHGLQJ VWUHWFKLQJ XSSHU WDUJHWYV IRU DOO PHDVXUH

SHUIRUPDQFH

FFTHKWUZF/ LQFHQWLYLVHYVY VXVWDLQDEOH ORQJ WHUP SHUIRUP
7KH &RPPLWWHH ZLOO XVXDOO\ FRQVLGHU ERWK *URXS DQG
SHUIRUPDQFH SHULRG ZKHQ GHWHUPLQLQJ WKH OHYHO RI /7
WKDW WKH JUDQWLQJ RI DZDUGV LV VXVWDLQDEOH EDVHG R
EDVLV RI LQGLYLGXDO SHUIRUPDQFH FRQGXFW DQG EHKDYL

LHYHP|
HFW WR
HDU L
GHWH !
UJHW - T
GLWLR
LRG /7.
UHWH (
QDQFH
DUOLHL
SD\ LV
HQW LG
NG SUR
JQPHQ

ODU\ IR
RI SHUI
GLUHF'
\%

DQFH D
LQGLY!
,3 DZDL
Q WKH
RXUV

JRUZDUG ORRNLQJ SHUIRUPDQFH ZLOO EH PHDVXUHG QRUPDOO\ RYl

WHUP VFRUHFDUG VHW WR DOLJQ ZLWK WKH ORQJ WHUP REM

HFWLY

ZLOO QRUPDOO\ UHIOHFW D EDODQFH RI ILQDQFLDO DQG QRQ ILQDC
WHUP JRDOV DQG EH VXEMHFW WR WKH VDWLVIDFWLRQ RI ULVN DQ¢

REOLJDWLRQV

7KH PHDVXUHY DUH DJUHHG ZLWK WKH &RPPLWWHH DW WKH
GLVFORVHG LQ WKH 5HPXQHUDWLRQ 5HSRUW IRU WKH UHOH

&RQVLVWHQF\
RWKHU FROOH

ZKWK 7,3 LV RQO\ DYDLODEOH WR H[HFXWLYH GLUHFWRUV DQ

RXWVH
DQW \F

G H[HF:

DIJXHV

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



LUHFWRUV OS5HPXQH UWwWxdR Q

SHPXQHUDWLRQ 3ROLF\ IRU H[ROWX¥E¥H GLUHFWRL

3XUSRVH DQG |[OK®N, QMREHJUDWLRQ DQG 5HWHQWLRQ $ZDUG KHOSV WR UHWDLQ KLJI
VWUDWHJ\ VXEVWDQWLDO FKDQJH IROORZLQJ WKH DFTXLVLWLRQ RI 7KH &R RS
*URXS:V VWUDWHJ\

2SHUDWLRQ $ZDUGV DUH GHWHUPLQHG E\ WKH &RPPLWWHH EDVHG RQ SHUIRUPEL
DUH PDGH LQ FDVK DV RSSRVHG WR VKDUHV DQG DUH VXEMHFW W|
UHTXLUHPHQWY 2QH WKLUG Rl WKH ,QWHJUDWLRQ DQG 5HWHQWLR!
WKH HQG Rl WKH SHUIRUPDQFH \HDU DQG WZR WKLUGV ZLOO EH GH
RYHU WKH IROORZLQJ WZR \HDUV 7KLV H[FHHGV WKH PLQLPXP OHY
5HPXQHUDWLRQ &RGH 7KH 5HPXQHUDWLRQ &RGH UHTXLUHV WKDW
RU LQ WKH FDVH RI D QRQ OLVWHG EXVLQHVV OLNH WKH *URXS D
WKH QHZ 5HPXQHUDWLRQ &RGH ZH ZLOO SULPDULO\ XVH WKH /7,3 [
LQVWUXPHQW V UHTXLUHPHQW 7KH PRQWK UHWHQWLRQ SHULRG
7KH VKDUH HTXLYDOHQW LQVWUXPHQW LV FXUUHQWO\ EDVHG RQ Ol
DQG UHGXFWLRQ RI DZDUGV ,Q OLQH ZLWK WKH QHZ 5HPXQHUDWLR
SD\ LQWHUHVW RQ GHIHUUHG SD\
OD[LPXP SRWHQWWEKE *URXS SHUIRUPV LQ OLQH ZLWK LWV LQWHJUDWLRQ SODQV |
SURYLGHV IRU DQ DZDUG RI XS WR RI VDODU\ IRU SDUWLFLSDQW
3HUIRUPDQFH FHK\WMWUIURXS ZLOO PHDVXUH WKH SHUIRUPDQFH RI WKH ,QWHJUDWLRQ
GHOLYHU\ Rl ILQDQFLDO DQG QRQ ILQDQFLDO LQWHJUDWLRQ WDUJF
IXUWKHU JUDQWV RI WKLV DZDUG ZLOO EH PDGH
&RQVLVWHQF\ ZKWKSODQ LV RQO\ DYDLODEOH WR H[HFXWLYHV
RWKHU FROOHDJXHV

SLVN PLWLIJDWLRQ ODOXV DQG FODZEDEFN

([HEXWLYH GLUHFWRU VDODULHY DUH EHQBRXNURBD ZEITAND VAHIHUUDO DQG UHWHQ!
FRPSDUDEOH ILQDQFLDO VHUYLFHV RUJDRQUWDVOLBRQD PMR HKQVERPPLWWHH HQVXUHV
WKH\ DUH QRW H[FHVVLYH 1R H[HFXWLY BV&/HWPMRW LR/ EXYRQWNE® ULVN ORQJ Wt
LQ VHWWLQJ WKHLU RZQ UHPXQHUDWLRQLRGIH{HEGXDVLYH I3 RUPDHWHRBGRQGXFW DQG
RYHU MXGJHPHQWY WKDW FRXOG LQIOXHRGFROXIGHIGUZRIK DQ\ DVVHVVPHQW RI YDUI

UHPXQHUDWLRQ LW PD\ GHFLGH WR H[HUFLVH LWV GLVFUH
7KH &RPPLWWHH KDV DEVROXWH GLVFUH I\-QPH Ellg\S HléXDV\(/)\PEIO\)/(V\I/(IngUFLOD[
YDULDEOH SD\ DZDUG LI LW GHFLGHV WK |:| v
VWDQGDUGY RU SHUIRUPDQFH OHYHOV K H Q Q/\PRﬁ(

&RPPLWWHH FDQ DOVR DGMXVW ZLWKKROG RU UHFRYHU DQ\
YHVWHG DZDUGV XVLQJ fPDOXV- DQG fFODZEDFN:-
DUUDQJHPHQWYV IRU H[HFXWLYH GLUHFWRUV 7KH YDULDEOH SD\
SODQV HQVXUH WKDW H[HFXWLYH GLUHFWRU UHPXQHUDWLRQ
SDFNDJHVY DUH VWURQJO\ OLQNHG WR WKH GHOLYHU\ RI WKH
*URXS V VWUDWHI\ DQG PHPEHUV:- LQWHUHVWYV

0DO & OD D

KDW LV ZWH &RPPLWWHH FDQ GHFLGH WKHEBEBRPHWWHFDRBPHGHFLGH WKDW DQ LQC
DQ\ YDULDEOH SD\ DZDUG EHIREBEBEBUMKRUSSDO(PPHRWDKPVULDEOH SD\ DZDUG D

EHHQ PDGH EHHQ PDGH

‘KLFK O0DOXV DSSOLHV WR DQ\ SD\PH Q@D XEIGHWU DBGO® IRV WR SD\PHQWYV XQGHU

DZDUGV §RHUDEOH SD\ SODQV SODQV IRU XS WR VHYHQ \HDUV HYHQ| LI D

LW DSSO\ WR" *URXS:-V HPSOR\PHQW

"KHQ ZRX&DX EH DSSOLHG LQ FLUFXPVWRRE HHLMFOXAH® L QEXMIFXPVWDQFHV LQFC

WKLV EHQRW OLPLWHG WR WR

XVHG" t SBHDVRQDEOH HYLGHQFH RI PLWWEHBDRQREOHRUBYLGHQFH RI PLVEHKDYLRY
PDWHULDO HUURU $ 7KH *URXS RU IXQFWLRQ VXIIHULQJ D PD

$ 7KH *URXS VXIIHULQJ D PDWHUPD®@ BRFHDPNW Q LQ

LWV ILQDQFLDO SHUIRUPDQFH ¢ ppwHULDO PLVVWDWHPHQW RI WKH *U]
f 7KH *URXS VXIIHULQJ D PDWH U MVX® K DAIOXW HVRIHUSYW HQW PDGH XQGHU \
PDQDJHPHQW DUUDQJHPHQW ZDV JUHDWHU WKDQ LW Z

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXQH UbwWNuudR C

'5 &8RPPLWWHH UHFRPPHQGYV WKH UF

lRQ H[HFXWLYH GLUHFWQK@%RQ HIHFXWLYH GLUHFWRUV RWKHU

7KLV VHFWLRQ RI WKH UHSRUW SURYLGHVBRYE NRvWKS & DSSURYDO 5+
1RQ ([HFXWLYH 'LUHFWRUV 5HPXQHUDWLE O He BBBXRHHLPWLRQ RI WKH &KDLU RI-WKH

PHPEHUVKLS DQG JRYHUQDQFH DORQJVLG @I—?\NBE@U%WMMPLWWHH DQG DSS
HHEFXWLYH GLUHFWRUV THHV %RDUG ZLWKRXW WKH SDUWLFLSDWLRQ RI

WDNHV SDUW LQ WKH GLVFXVVLRQ RI WKH
'"HWDLOV RI WKH 1RQ ([HFXWLYH 'LUHFWRURQ HHARKRWUYPM/ GRQHFWRUV PDWWHUV DU

1('5 &RPPLWWHH VHSDUDWHO\ IURP WKH ZLGHU HPSOR\HH E
7KH PHPEHUV RI WKH 1('5 &RPPLWWHH DUHHWDLOV DUH VKRZQ LQ WKH WDEOH EHOF

1RQ H[HFXWLYH GLUHFWRU IHHV DUH PDGHF
XULUHQW PHPEHUUHESHY v SOXV IHHV IRU DGGLWLRQDO UROHV RU UF
BWHSKHQ +XJKHV FRPPLWPHQWYV LQFOXGLQJ FKDLULQJ D &R
IXF\ %HFTXH ,QGHSHQGHQW 'LUHFWRU DQG 'HSXW\ &KL

%RDUG GRHV QRW UHFHLYH DGGLWLRQDO
RXW RWKHU WKDQ WKDW RI &KDLU

:RUN ZDV FRPSOHWHG GXULQJ WR GHIL
;KKLDHLIUSEE\QI(};: f‘lﬁeLPFPI—I[L\jV\IIDVSE| PHPEHU RI WKH &RPPLWWHH IURFJB)E%_'DLHJ\QDQFH VWUXFWXUHV ZKLFKRLRXOG F

WKHRXS LQ 7TKHVH VWUXFWXUHV UHIOHFW
7KH 1('5 &RPPLWWHH LV UHVSRQVLEOH IRWHUKYUHBRHQWDI®RE WKHUH WR EH VHSDUDV
UHFRPPHQGLQJ WKH UHPXQHUDWLRQ RI WD Qr&k® H[HFEWR¥FHWWHH PLUURUHG WKH
GLUHFWRUV RWKHU WKDQ IRU WKH &KDLYRRIHW& B OFRDW\S U XKREW MKV ZKHQ GHVLJQL
%RDUG V DSSURYDO ,W PHW RQFH GXULQ@UWB{ I\HPKWRVERPPLWWHH: -V GHFLVLRQ PDI

WHQVLYH EHQFKPDUNLQJ Z
1RQ H[HFXWLYH GLUHFWRUV OHWWHUYV R::\;%ﬂ%%ﬁ%v\\ﬁ{{%\@ LO ILODQFLDO VHUYLEHY

1RQ H[HFXWLYH GLUHFWRUY DUH DSSRLQMRHELV LW DKGL DL WH. IDX@ @AHWRH WLPH UHTXL
Rl WKUHH \HDUV ZKLFK FDQ EH WHUPLQDRMHGIB\IRVKK) BQUHHAWRWLYH GLUHFWRUV W
RU DW WKH GLVFUHWLRQ RI WKH %RDUG RIYWK\OL DRW RFH SHULFR RPRUH FRPSOH[ *!
WKUHH PRQWKYV 1RQ H[HFXWLYH GLUHFWWURHPYXNWXYBORPQWURO\LQGLYLGXDOV |X¢
VWDQG IRU UH HOHFWLRQ HDFK \HDU *URXS DQGo®DQGYV

$SSURDFK IRU QRQ H[HFXWLYH GLUHFWRUKLOMWVPDLQWDLQLQJ VWURQJ RYHUVLJKV

7KH DSSURDFK IRU QRQ H[HFXWLYH GLUHWWR KEIKONY B HEOM K OHIDO HQWLWLH\
WKH REMHFWLYHV RI WKH 5HPXQHUDWLRORRHIEL QR FRWY YPRREGY KDV UHGXFHG V
*URXS ZKLFK LV WR RIIHU IHHV WKDW DUMKARPE LW PRLFRIRQY 'RFXV RQ VLPSOLIL
FRPSDUHG ZLWK ILQDQFLDO VHUYLFHV ILUPV RI D VLPLODU VL]H

DQG FRPSOH[LW\ 7KH WLPH FRPPLWPHQW IRU WKH UROH LV

DOVR WDNHQ LQWR DFFRXQW

1RQ H[HFXWLYH GLUHFWRUV IHHV

3XUSRVH DQG ORQNHPWHEXWLYH GLUHFWRU IHHV DUH VHW DW D OHYHO WKDW UHIOH
VWUDWHJ\ DWWUDFW LQGLYLGXDOV ZLWK DSSURSULDWH NQRZOHGJH DQG H[SH

2SHUDWLRQ JHHVY DUH XVXDOO\ UHYLHZHG DQQXDOO\ DQG DPHQGHG WR UHIOHFYV
UHVSRQVLELOLWLHV ZLWK DQ\ LQFUHDVHV XVXDOO\ WDNLQJ HIIHFV
DUH PDGH XS RI D EDVH IHH SOXV DQ DGGLWLRQDO VXSSOHPHQW S
UHVSRQVLELOLWLHYVY RU WLPH FRPPLWPHQWY LQFOXGLQJ FKDLULQJ
DQG '"HSXW\ &KDLU 7KH &KDLU RI WKH %RDUG GRHVY QRW UHFHLYH LC
RWKHU WKDQ WKDW RI &KDLU 1RQ H[HFXWLYH GLUHFWRUV PD\ EH H
H[SHQVHV IRU WUDYHO DQG DFFRPPRGDWLRQ FRVWY DQG WD[ WKHU
5LVN PLWLIDW®%WRH@QFKPDUNLQJ QRQ H[HFXWLYH GLUHFWRU VDODULHYV DJDLQVW FRI
HQVXUHV WKH\ DUH QRW H[FHVVLYH )HHV SDLG WR QRQ H[HFXWLYH
1('5 &RPPLWWHH DQG DSSURYHG E\ WKH %RDUG DV D ZKROH 1RQ HJ[
SDUWLFLSDWH LQ DQ\ YDULDEOH SD\ SODQV
OD[LPXP SRWHQPNMHWOUH EDVHG RQ WKH OHYHO RI IHHV SDLG WR QRQ H[HFXWLYH C
VLIHG 8. FRPSDQLHY DQG WKH WLPH FRPPLWPHQW DQG FRQWULEXW
1RQ H[HFXWLYH GLUHFWRUV UHFHLYH D EDVLF IHH DQG DQ DGGLWLI
&KDLU RI D &RPPLWWHH RU 6HQLRU ,QGHSHQGHQW 'LUHFWRU UHVSRK

SHUIRUPDQFH BRWWSFSYOLFDEOH

/HH 5D\ERXOG
'DYLG 7TKRUEXUQ

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



LUHFWRUVY 5HPXQH UBMWxR C

I1RQ HEHWLYH GLARHWKFW RHEV
7KH QRQ H[HFXWLYH GLUHF\@RUNDEBGIFRZQ HUDWLRQ LV

*URXS (ISHQVDQG H[SHQVHMURXS (ISHQVEHQG H[SHQVH
6RFLHW\ IHWDQN IHHYD\PHQW SD\PHQWWRFLHW\ IHWBQN IHHYD\PHQW\SD\PHQWYV

$XGLWHG LQIRUPDWLRQ
1RQ H[HFXWLYH GLUHFWRUV

‘DYLG 7KRUEXUQ 3 3
,UDM $PLUL 3
-R .HQULFN 3
(ZD .HULQ 3 3 3 3 3
-DQH /HDFK 3 3 3 3 3 3
&DUROLQH 0DUVK 3 3 3 3
6KDPLUD ORKDPPHG 3 3
9DQHVVD 0XUGHQ 3 3 3 3 3 3
%UHQGDQ 2 &RQQRU 3
ODUN 3DUNHU 3 3 3 3
,DLQ 30XQNHWW 3 3
ODUWLQ 6WHZDUW B
7RWDO 3
&KDLU RI WKH %RDUG IURP
1RQ H[HFXWLYH GLUHFWRU IURP DQG &KDLU RI WKH %RDUG $XGLW &RPPLWWHH XQWLO OHPEHU RI %DQN %RDU
'HSXW\ &KDLU RI WKH %RDUG IURP 6HQLRU ,QGHSHQGHQW 'LUHFWRU IURP DQG &KDLU RI WKH %RDUG 5HPXQHU
IURP
1RQ H[HFXWLYH GLUHFWRU IURP WR
1RQ H[HFXWLYH GLUHFWRU IURP DQG &KDLU RI WKH %RDUG $XGLW &RPPLWWHH IURP
1RQ H[HFXWLYH GLUHFWRU DQG &KDLU RI WKH %RDUG 5HPXQHUDWLRQ &RPPLWWHH IURP OHPEHU RI %DQN %RDUG IU]|
1RQ H[HFXWLYH GLUHFWRU IURP
1RQ H[HFXWLYH GLUHFWRU IURP WR &KDLU RI WKHWMRDUG &KDQJH &RPPLWWHH IURP
1RQ H[HFXWLYH GLUHFWRU IURP &KDLU RI WKH %RDUG &KDQJH &RPPLWWHH IURP WR OHPEHU RI %DQN 9
IURP
1RQ H[HFXWLYH GLUHFWRU IURP &RQWLQXLQJ PHPEHU RI %DQN %RDUG SRVW DFTXLVLWLRQ IURP
1RQ H[HFXWLYH GLUHFWRU IURP &KDLU RI WKH %RDUG &KDQJH &RPPLWWHH IURP
1RQ H[HFXWLYH GLUHFWRU IURP DQG &KDLU RI WKH %RDUG 5LVN &RPPLWWHH IURP '"HSXW\ &KDLU RI WKH %DC

VLIH VFRSH DQG WLPH UHTXLUHPHQWV R V\?VDUW'-F'-SDWH LQ
UROHV $V D UHVXOW IHHV ZHUH LQFUHD 15'9

$V GLVFXVVHG LQ WKH 5HPXQHUDWLRQ 5 U
OHYHOV ZHUH UHYLHZHG IRU LQ DQW 'yWF;%V \?:VH LUH'(JZEOXDU\
DFTXLVLWLRQ RI 7KH &R RSHUDWLYH %D 5\9H [SHQ Q

-DQXDU\ WR PDLQWDLQ WKH VWUHQJWK RI WKH %RDUG DQG
WR HQVXUH IHHV ZHUH DSSURSULDWHO\ SRVLWLRQHG WR UHIOHFW
WKH HQODUJHG DQG PRUH FRPSOH[ *URXS )RU IHHV

ZLOO EH UHYLHZHG LQ OLQH ZLWK WKH ZLGHU ZRUNIRUFH ZLWK
HITHFW IURP $SULO

1RQ H[HFXWLYH GLUHFWRU IHHV

*URXS
6RFLHW\ IHHWOD QN IHHV

&KDLU RI WKH %RDUG

%DVH IHH

'"HSXW\ &KDLU RI WKH %RDUG

6HQLRU ,QGHSHQGHQW 'LUHFWRU

&KDLU RI 5SHPXQHUDWLRQ &RPPLWWHH

&KDLU RI %RDUG $XGLW &RPPLWWHH

&KDLU RI %RDUG 5LVN &RPPLWWHH

&KDLU RI %RDUG &KDQJH &RPPLWWHH

.l ERWK WKH '"HSXW\ &KDLU DQG 6HQLRU ,QGHSHQGHQW 'LUHFWRU UROHV DUH KHOG E\ WKH
VDPH SHUVRQ WKH IHHV DUH FRPELQHG

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HPXQHUBMWdkRQ

2WKHU PDWWHUYV

SHPXQHUDWLRQ FRPPLWWHH DGYLVRU

7KH &RPPLWWHH DJUHHG WR UHWDLQ '"HORLWWH //3 '"HORLWWH

WR SURYLGH LQGHSHQGHQW DGYLFH WR WKH &RPPLWWHH DV
UHTXLUHG GXULQJ DIWHU DQ DQQXDO UHYLHZ RI LWV IHHV

DQG VHUYLFHVY "HORLWWH YROXQWDULO\ RSHUDWHYV XQGHU WKH
FRGH RI FRQGXFW LQ UHODWLRQ WR H[HFXWLYH UHPXQHUDWLRQ
FRQVXOWLQJ LQ WKH 8. 7KH &RPPLWWHH LV VDWLVILHG WKDW WKH
DGYLFH UHFHLYHG LV REMHFWLYH DQG LQGHSHQGHQW 7KH *URXS
DOVR HQJDJHVY '"HORLWWH WR SURYLGH RWKHU DVVXUDQFH
VHUYLFHV FRQVXOWDQF\ DQG VSHFLDOLVW DGYLFH WR RWKHU
GHSDUWPHQWYV

&RQVLGHUDWLRQ RI PHPEHUV YLHZV

7KH *URXS ZHOFRPHV IHHGEDFN RQ H[HFXWLYH DQG QRQ
HIHFXWLYH GLUHFWRUV:- UHPXQHUDWLRQ OHPEHU DSSURYDO RI
WKH 'LUHFWRUV:- 5SHPXQHUDWLRQ 5HSRUW LV YRWHG RQ DW HDFK
$QQXDO *HQHUDO OHHWLQJ bQG HYHU\ WKUHH \HDUV WKH
&RPPLWWHH DVNV PHPEHUV IRU D QRQ ELQGLQJ YRWH RQ WKH
S5HPXQHUDWLRQ 3ROLF\

BWDWHPHQW RI PHPEHU YRWH DW $QQXDO
*HQHUDO OHHWLQJ

$W WKH $QQXDO *HQHUDO OHHWLQJ DQ RUGLQDU\
UHVROXWLRQ DGYLVRU\ YRWH ZDV SURSRVHG WR PHPEHUV WR
DSSURYH WKH $QQXDO 5HPXQHUDWLRQ 5HSRUW IRU WKH \HDU
HQGHG 'HFHPEHU IRU ZKLFK WKH IROORZLQJ YRWHYV

ZHUH UHFHLYHG

1XPEHU Rl YRWHRWHV FDVW
$QQXDO 5HPXQHUDWLRQ 5HSRUW

9RWHV FDVW IRU
9RWHV FDVW DJDLQVW

$W WKH $*0 DQ RUGLQDU\ UHVROXWLRQ DGYLVRU\ YRWH
ZDV SURSRVHG WR PHPEHUVY WR DSSURYH WKH FXUUHQW
5HPXQHUDWLRQ 3ROLF\ IRU ZKLFK WKH IROORZLQJ YRWHYV ZHUH

UHFHLYHG
1XPEHU RI YRWHWRWHV FDVW

5HPXQHUDWLRQ 3ROLF\

9RWHV FDVW IRU
9RWHV FDVW DJDLQVW

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



'LUHFWRUV 5HSRUW

7KH GLUHFWRUV KDYH SOHDVXUH LQ SUHVEHQLW D @/ HRUWMRXKISUVS BIQKKG OW R UGEDD VW DAH D W
BHSRUW $FFRXQWV IRU -'"HFHPEHU GD\V

%XVLQHVV REMHFWLYHV |XW XU H &RKYOHNOR SP\HERXO WQG UHSRUWLQJ
NH\ SHUIRUPDQFH LQGLFDWRUV 7KH QDWXUH RI WKH *URXS:-V DFWLYLWLHYV

7KH *URXS-V REMHFWLYHV DQG IXWXUH $OMPWHJIHFVvIHP REKW PRGNV HDFK RI WKH
BWUDWHJLF 5HSRUW WRJHWKHU ZLWK WKRRYRWE WKH\DFFRXQWV $00 RI WKH DFV
SHUIRUPDQFH LQGLFDWRUV 7KH e6WUDWHARFEHBWSRQW LWV VXEVLGLDULHV DUH FRQ

LQFRUSRUDWHG E\ UHIHUHQFH ZLWKLQ WKRVGRBEHPWRUWKEHH R RI WKH WRWI
EHIRUH WD[ DQG WD[ VKRZQ LQ WKH ,QFRP
SURILW DQG FDSLWDO ZHOO DV HPSOR\HH ILJXQRWHERVWRRVHG LC

BURILW EHIRUH WDJ[ IRU WKHHMHDHUHQGH FFRX\S\\?/\\// Ilg\liLHGLIJ_g?J[L)HW\r'GKDViT-I V(gl};k\/'VSUQHLFV\IIﬂ'_I'_i
ZDV ...PLOOLRQ.. PLOOLRQ 7KH SURIL BP\NLHU W[ﬁ

WUDQVIHUUHG WR WKH JHQRUDOLRHNVHUYYSH YDIVR.DQDJHPHQW

PLOOLRQ $V D UHVXOW RI LWV QRUPDO EXVLQHVV DF
7RWDO *URXS UHVHUYHY' HDFHP BEAIMLW\ DWH[SRVHG WR D YDULHW\ RI ULVNV LQFOXGI
ZHUH ... PLOOLRQ ... PLOOLRQ )XUWKHOIGTKWOGLWYV DQG IXQGLQJ FDSLWDO FRQGHX
RQ WKH PRYHPHQWY RQ UHVHUYHYV DQG ARSI\ DQYEH VWUIHQVHQLWKH. VN 7KH *URXS \
*URXS 6WDWHPHQW RI &KDQJHV LQ OHPEWHW- UQWNHWU WKWW bQEVH IURP LWV DFWLYL
(TXLW\ D QXPEHU RI FRPPLWWHHY DQG SROLFLHYV
*URVV FDSLWBPBHDPWHUZDV PLOOLRQ WKHVH DUH VHW RXW LQ WKH 6WUDWHJLF !

ODQDJHPHQW 5HSRUW DQG WKH 'LUHFWRUYV

PLOOLRQ LQFEXGQOOQRQ... &RUSRUDWH *RYHUQDQFH
PLOOLRQ RI VXERUGL®UIDOMHEB GHEW ...

PLOOLRQ RI VXEVFULEHGLFEDBUIRMDO DQG&ROOHDJIXHYV

PLOOLRIHUBIHWXDO &DSLWDO 6HFXULWLHV
,QIRUPDWLRQ RQ FROOHDJXH HQJDJHPHQW

7KH UDWLR RI JURVY FDSLWDO DV D SHURHQWHIW\RGVPNUQIWDPRGG LQFOXVLRQ LV

ERUURZLQIWHBMPEHUZDV 5HSRUW DQG LV LQFRUSRUDWHG E\ UHIHUH
DQG WKH IUHH FDSLWDO UDWLR ZDV "LUHEFEWRUV:- 5BHSRUW

7KH $QQXDO %XVLQHVV 6WDWHPHQW JLYHMDQ AIXSHRPBWYLRQ RIWK WKH 8. (TXDOL\
WKHVH UDWLRYV SURFHVVHV LQ SODFH WR KHOS WUDLQ GH

HPSOR\HHV ZLWK GLVDELOLWLHV ,I VRPHR
ORUWJDJH DUUHDUV WKH *URXS PDNHVY DSSURSULDWH DGMXVWI

$W ='HFHPEHU WKHUH ZHRRUWJDJH DFFRXYXFAWYXLWPHQW SURFHVYV

PRUH WKDQ = PRQWKV LQ DUUHDUV LQFOXSIqH,WKRYH RBHRQH EHFRPHV GLVDEOH
SRVVHVVLRQ =~ 7KH EDODQFH RQ WKHVH DFERXGWH W WKH *URXS SURYLGHV VXSSR

WRWDOOH®OLRQ... PLOOLRQ DQG WKH YRAXH RExpo v QHHGV 7KLV PD\ LQFOXGH

WKHVH Dg?'\*N“;”\LNV’D%D'E)’EUVS'J-SJOHLFE%O%U \JHGHSOR\PHQW ZLWKLQ WKH ZRUNIRUFH ¢
QFH QO SODFH ZLWK VSHFLDOLVW RUJDQLVDWL

ORUWJDJH DUUHDUVY GLVFORVXUHV DUH ERVNG QRRF W PR BH D BPHMH-EOH WR SHRSOH
GHILQLWLRQ ZKLFK FDOFXODWHV PRQWK D N J

WKH DUUHDUYV EDODQFH RXWVWDQGLQJ J%@W#W\)H%%@F&%Wu%\%xoo

SD\PHQW 7KH QDPHV Rl WKH GLUHFWRUV RI WKH *UR
&KDULWDEOH DQG SROLWLFDO GF@Q%WJQ{{(@%\HDU DQG XS WR WKH GDWH R

V DIBIVIWNWRRXIW BQUHFWRU K|

7KH *URXS PDGH GR(PLWORRY RPLOOLRQDQV EHQHILFLDO LQWHUHVW LQ HTXLW\ VKI

WR FKDULWDEOH RUJDQLVDWLRQV GXUL®RWKRQRIDWHG XQGHUWDNLQJ RI WKH *UR
-'HFHPEHU
1R FROWULEXWLRQV ZHUH PDGH IRU SROLWLFDO SXUSRVHV

+RZHYHU HPSOR\HHV DUH SHUPLWWHG WKPHY*RPWR KDV DY RRWG WKDW LQ DFFRUGIH
FLYLF GXWLHY DQG SROLWLFDO DFWLYLWRUSHERWD ORYFHRYQQPR MHR&RGEH DOO WKH
HITHFWLYH SROLWLFDO GRQDWLRQ 7KH *RBRXEOVX¥VIREWRUDUVPIHODFWLRQ RQ DQ DQ

QXPEHU RI HPSOR\HHV LQ WKLV ZD\ 1HZ DFWLYLWLHV LQ

(PSOR\HHV DUH DOVR VXSSRUWHG LQ YROXQWHAIWA @I DOQGyKH 6RELHW) DETXLUHG -
IXQGUDLVLQJ LQ WKH ORFDO FRPPXQLW\q, WHRQIRUFPWE RREL Q7 Kk L EK DORQJ ZLWK
UHODWLRQ WR WKLV LV LQFOXGHG LQ WK SWERWH IRy ELEBEW sDUW RI WKH ~URX
CQUHGLWRU SD\PHQW SROLE\ DFTXLVLWLRQ KDV EURDGHQHG WKH SURGX
*URXS LV DEOH WR RIIHU

7KH *URXS:-V SROLF\ LV WR DJUHH WKH WHUPV RI SD\PHQW DW

WKH VWDUW RI WUDGLQJ ZLWK VXSSOLHUVY DQG WR SD\ LQ

DFFRUGDQFH ZLWK LWV FRQWUDFWXDO DQG RWKHU OHJDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'LUHFWRUYV kb HSRUW

"LUHFWRUV UHVSRQVLELOLWLHV 7KB GLHWEWRU RKRAKKIQG RIILFH DW WKH
SUHSDUDWLRQ RI WKH $QQXDO 5PN$<R\UWUHW'&%VXQWUW FRQILUP WKDW

LV DZDUH KHUH LV QR UHOHYDQW DXGLW
7KH IROORZLQJ VWDWHPHQW ZKLFK VKRW®&B8 EHRXBDWGDODXGLWRU LV XQDZDUH DQG F
FROQOMXQFWLRQ ZLWK WKH 6WDWHPHQW RW WNHQDXGQWRKHH VWHSY WKDW WKH\ RXJKW
UHVSRQVLEISOUWLHY RQGH E\ WKH GLUHEBWRHV¥VWRRIUYVY WR PDNH WKHPVHOYHV DZDUH
H[SODLQ WKHLU UHVSRQVLELOLWLHYV LQ LUHBDWLWQRWQYRDWKHWRUHSWDEWLRR WKDW V
RI WKH $QQXDO $FFRXQWYVY WKH 'LUHFWPZWD-UFHR X /HHDDWILRIRUPDWLRQ

gngiﬂw WKH $QQXDO %XVLQHVV 6WDWHIF|’_I-lIJ(%_Y\1:QV%GU\Q//KL\\//V'\}_SWFFYVPR#é-W SXUVXDO

'LVFORVXUH DVQG 7TUDQVSDUHQF\ 5>
7KH %XLOGLQJ 6RFLHWLHV $FW WKH $FW UHTXLUHYV KH

GLUHFWRUV WR SUHSDUH *URXS DQG 6R BIVHWH THQQXMOES ARRM QMWW ORVXUH DQG 7UD
IRU HDFK ILQDQFLDO \HDU 8QGHU WKDWWKXMZ) VQIHQFR DB BRDGXFMG $XWKRULW\ WK
WR SUHSDUH WKH *URXS $QQXDO $FFRXQW¥ QXGBHIGF R UFOINDIH ZHYW UHSRUW FRQWD
8. DGRSWHG ,QWHUQDWLRQDO $FFRXQW MK H6 BMO\QEMHY&VDIGGD GHVFULSWLRQ RI WK
DSSOLFDEOH ODZ DQG KDYH HOHFWHG WR BHWE D UBIWLKKN 6BFLEWWKH *URXS 7KLV
$FFRXQWV RQ WKH VDPH EDVLYV FRQWDLQHG SULQFLSDOO\ LQ WKH 6WUDWF

7KH *URXS DQG 6RFLHW\ $00xD0 $FFrRx W DU R ¥« ORBYN

ODZ DQG E\ DFFRXQWLQJ VWDQGDUGV WRKSUBVHRMVIPDULY CRYKHWP WKDW WR WKH Et
ILQDQFLDO SRVLWLRQ DQG WKH SHUIRUPDIRAHOR IGWHK 1D @ GREISOD € G

WKH 6RFLHW\ 7KH $FW SURYLGHV WKDW UHJHUHQFHV. $
$FFRXQWV JLYLQJ D WUXH DQG IDLU YLHY E{SE U‘ %0 FW WHPHQWY SUHSDUH
WKHLU DFKLHYLQJ D IDLU SUHVHQWDWLRQ 7 < ?L, Vi va\é @/S'SV?/ $gf§é88"’t
WKH $QQXDO $FFRXQWV WR SURYLGH GHW[%LQW Yitﬁ N ax e o OEDELDL
HPROXPHQWY LQ DFFRUGDQFH zLWK 3DUw BRC U Q

UHJXODWLRQV PDGH WKHUHXQGHU t 7KH PDQDJHPHQW UHSRUW FRQWDLQHG 1L

,Q SUHSDULQJ HDFK RI WKH *URXS DQG GREWL¥V9§%@ XGHV D IDLU UHYLHZ RI WK
A

$FFRXQWYV WKH GLUHFWRUV DUH UHTXLUHG 50G 6RFRL'HV\‘/’VTHDEQXGV';NQKHHV\S/L?/%GOI\;V&

f 6HOHFW VXLWDEOH DFFRXQWLQJ SROLFLIHYFDRGHINSB@WHVKHRSWLRQ RI WKH SULQ
FRQVLVWHQWO\ XQFHUWDLQWLHYV WKDW WKH\ IDFH

¥ 3UHVHQW LQIRUPDWLRQ LQFOXGLQJ D'RARMEWLRI\BRQVFDHVHPHD W RI FRPSO

PDQQHU WKDW SURYLGHV UHOHYDQW YHQIDESH UFRRSPYREQAHUQDQFH &RGH
DQG XQGHUVWDQGDEOH LQIRUPDWLRQ

+ BWDWH ZKHWKHU DSSOLFDEOH DFFRxQsé/\yibﬂjgmﬁg%ggmgq%kﬁﬁ%i%ﬁ&Q*RVJESJ

EHHQ IROORZHG 5HSRUW $FFRXQWVY WDNHQ DV D ZKROH
t B3UHSDUH WKH ILQDQFLDO VWDWHPHQWWRXQOQIRUYWERGPEOH DQG SURYLGH WK
EDVLV XQOHVV LW LV LQDSSURSULDW R HW¥FR \SWUHUAXIFRY W KB WHWKHVR DVVHVYV WKH
*URXS DQG 6RFLHW\ ZLOO FRQWLQXH LMWVEDRWKHRHRWQG EXVLQHVY PRGHO RI WKH 6

,Q DGGLWLRQ WR WKH $QQXDO $FFRXQW VL WH F\&RW VHTXHWHRWRH. ELOLWLHV L
GLUHFWRUV WR SUHSDUH IRU HDFK ||_Q|quF5?q:Q4w UDBS SQRXYIOWHUP YLDELOL
%XVLQHVV 6WDWHPHQW DQG D 'LUHFWRUV- BHSRUW HDFK

FRQWDLQLQJ SUHVFULEHG LQIRUPDWLRQ/KHGDWRYSRUDWHKHREKVUQRQFH &RGH WK
RI WKH *URXS WKDW WKH GLUHFWRUYV VWDWH ZKHWKHU W
. DSSURSULDWH WR DGRSW WKH JRLQJ FRQF
LUHFWRUV UHVSRQVLELOLWLHYV gr@rQW SaFD AR LGHQWLIN DQ\ PDWHULDC
DFFRXQWLQJ UHFRUGY DQG LQW HURXSOV DR QOLWRWR FRQWLQXH DV D JRLQ

IRU DW OHDVW ~ PROWKV I[URP WKH GDWH
7KH GLUHFWRUV DUH UHVSRQVLEOH IRU §QYXYESHWKDW Wik Y B/

f .HHSV SURSHU DFFRXQWLQJ UHFRUGYV WKRWsE WM ROR VWK AL YKGH UHTXLUHY WKDW
UHDVRQDEOH DFFXUDF\ DW DQ\ WLPH WKH WP QERRS PRV ¥ VR RRKH *URXS KDYH E
RI WKH *URXS DQG 6RFLHW\ ZKHWKHU WKHUH LV D UHDVRQDEOH H[SHF\

t (VWDEOLVKHV DQG PDLQWDLQV VIVWHEVOQRU RRIWORD RQ REHVUDWLRQ DQG PHHW

EXVLQHVV UHFRUGV LQVSHFWLRQ DQ®POARUHWRYHU WKH SHULRG RI DVVHVVPH
ORQJ WHUP YLDELOLW\ DVVHVVPHQW DUH \
7KH GLUHFWRUV KDYH UHVSRQVLELOLW)\ IRU VDIHIJXDUGLQJ WKH

DVVHWYV RI WKH *URXS DQG IRU WDNLQJ UHDVRQDEOH VWHSV IRU WKH
SUHYHQWLRQ DQG GHWHFWLRQ RI IUDXG DQG RWKHU LUUHJXODULWLHYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'LUHFWRUYV kb HSRUW

*RLQJ FRQFHUQ *URXS HYHQ LQ WLPHV RI VHYHUH VWUHVV

FRQVLGHUHG WKH LPSDFW RI WKH PDFURHI
,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPRHQWY y WdHH@M HFMOIKG P WKH LPSDFW R
UHTXLUHG WR VDWLVI\ WKHPVHOYHV WKW HW %V HRS SWIRS U PBWEHWWRR WKH ODERXU
DGRSW WKH JRLQJ FRQFHUQ EDVLV RI D RFR¥QMRISPH bW D wKRHYGCHWHOHVW UDWH RXW

ZLWK JXLGDQFH IURP WKH )LQDQFLDO SH$PRWHWWIR & RXRDHY P®P IXQGLQJ PDUNHWV
,$6 3UHVHQWDWLRQ RI )LQDQFLDO 6WDWHPHQWYV
7KH PRVW VLJQLILFDQW VWUHVV VFHQDULF

7KH *URXS:V EXVLQHVV DFWLYLWLHV W ROk & LK Wi iR VW R YWY X QOHP SOR\PHQ

OLNHO\ WR DIITHFW LWV IXWXUH GHYHORS$PHRW \ 1By IIUFRRRHVUHVY DOG KRXVH SU
SRVLWLRQ OLTXLGLW\ DQG FDSLWDO VWUXFWXUH DUH VHW RXW LQ WKH

6WUDWHJILF 5HSRUW 7KH 5LVN 0DQDJHP #®W BESIRHAVFREOMG &Iy G HPHUJLQJ UHJIXO
IXUWKHU LQIRUPDWLRQ RQ WKH *URXS -VVREMEEWRWHRORBRIOWE RYWU IXWXUH VWDQG
DQG SURFHVVHV IRU PDQDJLQJ LWV H[SRBMRXRP\WR FUKHEL WHYLHZ LQFOXGHV DVVHV\
PDUNHW OLTXLGLW\ DQG IXQGLQJ FRQGHHW WPHEBWL WG DQG UHIOHFWYV FXUUH
PRGHO DCHJLF ULVNV DORQJ ZLWK GHWEHDSEWPQ W ITHU DQG OHYHUDJH UHTXLUHP
ILQDQFLDO LQVWHEPHQWFDQBLIWLHYV ,JdPDSRMHWE R@ WKH *URXS 7KH UHYLHZ KDV I

WRS DQG HPHUJLQJ /HG LQ WKH BMWAFDWRNIRRJIJHU WHUP LPSDFWV RI FOLPDWH FKDQ.
5HSRUW UHJXODWRU\ VWDQGDUGV RQ FOLPDWH UL\

SURSRVHG *URXS UHVSRQVH WR WKH FOLP|

/KH *URXS-V IRUHFDVWVLREOGXSAHRWKHAWLRRY ORDQV DQG DGYDQFHV WR FXVWRPHU\
H[SHFWHG LPSDFW RI WKHVH ULVNV WRJHWKHU ZLWK WKH HQODUJHG

JURXS YLHZ IROORZLQJ WKH DFTXLVLWLRG ®RITKULBR REHUPPWNFILH W
%DQN RQ -DQ 7RMWHKHU ZLWK VWUHVV WHNBWHGQIXBRG WKH DVVHVVPHQW VHW RXW L
VFHQDULR DQDO\VLV WKLV VKRZV WKDWKWKH DURKISVAR.EIE6H BEHWDWLRQ WKDW
WR RSHUDWH DW DGHTXDWH OHYHOV RI ERQY/W LOQXHK LOLRS HDUIDGVERBDLWP® PHHW LWV
IRU DW OHDVW WKH QH[W PRQWKV ZKLGKH RMWU QUKBPIOSHUHRE YDR W FHPEHU
UHJXODWRU\ UHTXLUHPHQWYV

'LUHFWRUV

$IWHU PDNLQJ HQTXLULHVY WKH GLUHFWRUV DUH WKHUHIRUH
VDWLVILHG WKDW WKH *URXS KDV DGHTXDWHGUHVRWRIMYVZWR VHUYHG GXULQJ WKH
FRQWLQXH LQ EXVLQHVV IRU WKH IRUHVMHKKDEGOMHRWRUM: SHSRUW RQ &RUSRUDWH *

GHWHUPLQHG DV DW OHDVW WKH QH[W 77@_‘3'}?35(v ZW QR

PDWHULDO XQFHUWDLQWLHY DQG WKHUHIRU L\SéLL ySURSULDWH WR

DGRSW WKH JRLQJ FRQFHUQ EDVLV RI DRFBKQWG LW ILRQSWRSPHIOIRLQW 3ULFHZDWI
WKHVH ILQDQFLDO VWDWHPHQWYV DXGLWRU RI WKH 6RFLHW\ ZLOO EH SURSR\

/JRQJ WHUP YLDELOLW\ "HQHUDO OHHWLQJ

SSURYHG E\ WKH %RDUG RI GLUHFWRUV D
,Q DFFRUGDQFH ZLWK WKH 8. & RUSRUDWH "RYSHUQDQFH &RGH

WKH GLUHFWRUYVY DUH UHTXLUHG WR H[SODLQ KRZ WDNLQJ DFFRXQW
RI WKH *URXS:V FXUUHQW SRVLWLRQ DQG SULQFLSDO ULVNV WKH\
KDYH DVVHVVHG WKH SURVSHFWYV RI WKH *URXS DQG WR FRQILUP
WKDW WKH\ EHOLHYH WKH *URXS ZLOO EH DEOH WR FRQWLQXH LQ
RSHUDWLRQ DQG PHHW LWV OLDELOLWLHNYDY: WKRUEXOQ GXH RYHU D

VSHFLILHG SHULRG GHWHUPLQHG E\ WKH GLUHFWRUYV
&KDLU RI WKH %RDUG

$VVHVVPHQW RI ORQJ WHUP YLDELOLW\ JHEUXDU\

7KH GLUHFWRUV KDYH DVVHVVHG WKH YLDELOLW\ Rl WKH *URXS RYHU
WKH WKUHH \HDU SHULRG WR 'HFHPEHU 7KH GLUHFWRUYV

FRQVLGHU D WKUHH \HDU SHULRG DSSURSULDWH DV LW LV ZLWKLQ WKH
SHULRG FRYHUHG E\ WKH 6WUDWHJLF 30DQ DQG WKH VWUHVV WHVWLQJ
DFWLYLWLHV XQGHUWDNHQ E\ WKH *URXS ,Q DGGLWLRQ XVLQJ D
SHULRG Rl WKUHH \HDUV HOLPLQDWHVY WKH LQKHUHQW
XQFHUWDLQWLHY LQ WKH DVVXPSWLRQV XQGHUSLQQLQJ WKH RXWHU
\HDUV RI WKH *URXS-V 6WUDWHJLF 30DQ

7KH GLUHFWRUV FRQVLGHUHG WKH *URXS V VWUDWHJ\ DQG WKH NH\
WKUHDWV WR LWV GHOLYHU\ 7KH GLUHFWRUV DOVR FRQVLGHUHG
EURDGHU ULVNV WR WKH SURVSHFWV RI WKH *URXS LQFOXGLQJ WKH
DGHTXDF\ RI ULVN PDQDJHPHQW DUUDQJHPHQWY SHUIRUPDQFH

RI WKH *URXS DJDLQVW WKH %RDUG V ULVN DSSHWLWH DQG WKH ULVN
RXWORRN IRU WKH *URXS

,Q PDNLQJ WKH DVVHVVPHQW WKH GLUHFWRUV FRQVLGHUHG WKH
ILQDQFLDO SURMHFWLRQV RI WKH *URXS LQFOXGLQJ SURILWDELOLW\
FDSLWDO DQG IXQGLQJ SRVLWLRQV DQG WKH ZLGH UDQJH RI VWUHVYV
WHVWLQJ Rl WKRVH SURMHFWLRQV WR HQVXUH WKH YLDELOLW\ RI WKH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



)LQDQFLDO 6WDW

Q WKLV VHFWLRQ \R X ZQ'GI%QQG'I—LQ@@XGLWRUVEHSRU
RXU SULPDU\ VWDWHPH&&WxWQG |

UHODWHG QRWHV 1RWHV WR WKH DFFRXQw\V]

&RYHQWU\ %XLOGLQQERMMWHSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI &RYHOWU\ %XLOGLQJ 6RFLH)\

SHSRUW RQ WKH DXGLW RI WKH ILQDQFLDO VWDW|

2SLQLRQ
,Q RXU RSLQLRQ &RYHQWU\ %XLOGLQJ 6RFLHW\ V *URXS DQQXDO DFFRXQWV DQG 6

$ JLYH D WUXH DQG IDLU YLHZ Rl WKH VWDWH RI WKH *URXS-V DQG Rl WKH 6RFLHW
*URXS-V DQG WKH 6RFLHW\-V LQFRPH DQG H[SHQGLWXUH DQG WKH *URXS-V DQG \
HQGHG

¥ KDYH EHHQ SURSHUO\ SUHSDUHG LQ DFFRUGDQFH ZLWK 8. DGRSWHG LQWHUQDWL
¥ KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY RI WKH %XLOG

:H KDYH DXGLWHG WKH ILQDQFLDO VWDWHPHQWY LQFOXGHG ZLWKLQ WKH $QQXDO
FRPSUMMH *URXS DQG 6RFLHW\ %DODQFH 6KHMWW DPVRXW DQBFGFRHEHW\ QFRPH 6WD
6WDWHPHQWY RI &RPSUHKHQVLYH ,QFRPH WKH *URXS DQG 6RFLHW\ 6WDWHPHQWYV
6WDWHPHQWY RI &KDQJHV LQ OHPEHUV:-  QWHUHVW DQGRWXM WRHK IW&B QHRDNOWKMQ
FRPSULVLQJ PDWHULDO DFFRXQWLQJ SROLF\ LQIRUPDWLRQ DQG RWKHU H[SODQDWI

&HUWDLQ QRWHYVY WR WKH ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHVHQWHG HOVH:
WKH ILQDQFLDO VWDWHPHQWY 7KHVH DUH FURVV UHIHUHQFHG IURP WKH ILQDQFLEL
UHOHYDQW GLVFORVXUHYV DUH LQFOXGHG LQ WKH 5LVN ODQDJHPHQW 5HSRUW DQG

2XU RSLQLRQ LV FRQVLVWHQW ZLWK RXU UHSRUWLQJ WR WKH $XGLW &RPPLWWHH
%DVLWBRQLRQ

‘H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO 6WDQGDUGYV RC
UHVSRQVLELOLWLHY XQGHU ,6$V 8. DUH IXUWKHU GHVFULEHG LQ WKH $XGLWRUV-
VWDWHPHQWY VHFWLRQ RI RXU UHSRUW :H EHOLHYH WKDW WKH DXGLW HYLGHQFH
SURYLGH D EDVLV IRU RXU RSLQLRQ

,QGHSHQGHQFH

‘H UHPDLQHG LQGHSHQGHQW RI WKH *URXS LQ DFFRUGDQFH ZLWK WKH HWKLFDO Ul
ILQDQFLDO VWDWHPHQWY LQ WKH 8. ZKLFK LQFOXGHV WKH )5&-V (WKLFDO 6WDQGD
DQG ZH KDYH IXOILOOHG RXU RWKHU HWKLFDO UHVSRQVLELOLWLHY LQ DFFRUGDQF

7R WKH EHVW RI RXU NQRZOHGJH DQG EHOLHI ZH GHFODUH WKDW QRQ DXGLW VHU
QRW SURYLGHG WR WKH *URXS

2ZWKHU WKDQ WKRVH GLVFORVHG LQ QRWH ZH KDYH SURYLGHG QR QRQ DXGLW Vi
*URXISQ WKH SHULRG XQGHU DXGLW

2XU DXGLW DSSURDEFK

2YHUYLHZ
$XGLW ¥ 2Q -DQXDU\ WKH 6RFLHW\ DFTXLUHG 7KH &R RSHUDWLYH %DQN +RO
VFRSH WKLV LV WKH ILUVW \HDU LQ ZKLFK WKH UHVXOWYV RI 7KH &R RSHUDWLYH

EHHQ LOFRUSRUDWHG LQWR WKH *URXS :H SHUIRUPHG DXGLW SURFHGXL
ILQDQFLDO LQIRUPDWLRQ RI WKH &RYHQWU\ %XLOGLQJ 6RFLHW\ 7KH &R
RSHUDWLYH %DQN S O F 7KH &R RSHUDWLYH %DQN DQG *RGLYD ORUW
VLIQLILFDQFH WR WKH *URXS DQG

f)RU IRXU IXUWKHU UHSRUWLQJ HQWLWLHV QDPHO\ ,7/ ORUWJDJHV /LPLW
%RQGV //3 &RYHQWU\ *RGLYD &RYHUHG %RQGV //3 DQG (FRQRPLF ODVWH
SURFHGXUHV RYHU RQH RU PRUH ILQDQFLDO VWDWHPHQW OLQH LWHPYV

.H\ DXGLW7KH DSSOLFDWLRQ RI NH\ MXGJHPHQWY DQG DVVXPSWLRQV LQ UHODWLR!
PDWWHUVSURYLVLRQLQJ RQ ORDQV DQG DGYDQFHVY WR FXVWRPHUV *URXS DQG 6R

f SaRPSOHWHQHVY DQG DFFXUDF\ RI KHGJH DFFRXQWLQJ FRQVROLGDWLRQ

f 5SHFRJQLWLRQ DQG PHDVXUHPHQW Rl WKH GHIHUUHG WD[ DVVHW UHODWL
ORVVHV *URXS DQG

f OHDVXUHPHQW RI WKH JDLQ RQ DFTXLVLWLRQ RI 7KH &R RSHUDWL|YH %DC

ODWHULFGMWHUDOO *URXS PDWHULDOLW\ .. PLOOLRQ PLOOLRQ EDVH
RI SURILW EHIRUH WD]
f 2YHUDOO 6RFLHW\ PDWHULDOLW\ .. PLOOLRQ PLOOLRQ EDV
SURILW EHIRUH WD]
f *URXS SHUIRUPDQFH PDWHULDOLW\ .. PLOOLRQ PLOOLRQ
$t 6RFLHW\ SHUIRUPDQFH PDWHULDOLW\ .. PLOOLRQ PLOOLRQ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI @&RYHQWU\ % XLOGLJIs 6RFLH)

7KH VFRSH RI RXU DXGLW

$V SDUW RI GHVLJQLQJ RXU DXGLW ZH GHWHUPLQHG PDWHULDOLW\ DQG DVVHVVHC
VWDWHPHQWY ,Q SDUWLFXODU ZH ORRNHG DW ZKHUH WKH GLUHFWRUV PDGH VXE|I
VLIJQLILFDQW DFFRXQWLQJ HVYWLPDWHYV WKDW LQYROYHG PDNLQJ DVVXPSWLRQV DC
XQFHUWDLQ

.H\ DXGLW PDWWHUYV

.H\ DXGLW PDWWHUV DUH WKRVH PDWWHUV WKDW LQ WKH DXGLWRUV:- SURIHVVLRQ
WKH ILQDQFLDO VWDWHPHQWY RI WKH FXUUHQW SHULRG DQG LQFOXGH WKH PRVW
ZKHWKHU RU QRW GXH WR IUDXG LGHQWLILHG E\ WKH DXGLWRUV LQFOXGLQJ WKHR
VWUDWHJI\ WKH DOORFDWLRQ RI UHVRXUFHV LQ WKH DXGLW DQG GLUHFWLQJ WKH
DQ\ FRPPHQWY ZH PDNH RQ WKH UHVXOWV Rl RXU SURFHGXUHV WKHUHRQ ZHUH DG
ILQDQFLDO VWDWHPHQWY DV D ZKROH DQG LQ IRUPLQJ RXU RSLQLRQ WKHUHRQ D
PDWWHUV 7KLV LV QRW D FRPSOHWH OLVW RI DOO ULVNV LGHQWLILHG E\ RXU DXG

5HFRJQLWLRQ DQG PHDVXUHPHQW RI WKH GHIHUBHGE WDY DR/WAHMNU G HIDWMEQIRIA VRAR WWWKH
DXGLW PDWWHU WKLV \HDU 2WKHUZLVH WKH NH\ DXGLW PDWWHUV EHORZ DUH FRC(

.H\ DXGLW PDWWHU +RZ RXU DXGLW DGGUHVVHG W

7KH DSSOLFDWLRQ RI NH\ MXGJHPHQWY DQG DVVXPSWLRQV LQ UHODWLRQ WR DSS
DQG DGYDQFHV WR FXVWRPHUV *URXS DQG 6RFLHW\

7KH *URXS KROGV .. PLOOLRQ .:H RDOELRWWHMVHG WKH GHVLJQ DQG LPSOHP
H[SHFWHG FUHGLW ORVV T(&/- SURY LRMHR®YWRHDHOWUW DWDRY BQ G&/

DGYDQFHV WR FXVWRPHUV LQ DFFRUGR @KHWALYVE 2 & wB HFHONWRXU FUHGLW ULVN
WRWDO RXWVWDQGLQJ EDODQFHV RI 71 xoEHBPWRRG DQG FULWLFDOO\ DVVHVVHC
: PLOOLRQ 21 WKLV EDODQFH WKHc"BRY¥ K PRAIRQY- DSSOLHG E\ UHIHUHQFH W
PLOOLRQ RI (& SURYLVLRQV IRU LWV BREHU-RY IR EEL@Ak VWU SUDFWLFH :H XG
SRUWIROLR ZLWK .. PLOOLRQ RI WKL} LR PHIPOREHRSRMRDSWY LHG E\ PDQDJIHPHQW
LQGLYLGXDOO\N DVVHVVHG SURYLVLRQYDOXDWLRQ RI FROODWHUDO IRU LWV FRPPH

7KH 6RFLHW\ KROGV ... PLOOLRQ oxU WhHOWER? RRHEWKH *URXS DQG 6RFLHW\
SURYLVLRQV DJDLQVW ORDQV DQG DGYdHEdHHyHW Rp FRR/PER MDY RBWRY FRQWUROV DQ
WRWDO RXWVWDQGLQJ EDODQFHV RI .orFoxBL®ILRA QJ RXU FUHGLW ULVN PRGHOC
: PLOOLRQ SHUIRUP WKH IROORZLQJ

7KH GHWHUPLQDWLRQ RI (&/ SURYLVLRQy/HbY LKt Hrh@WDOOHQIHG NH\ PRGHO PR
MXGIHPHQWDO DQG LQYROYHV VHWWLQ} ¥ VPSHHROAYHOMN-EI UHSOLFDWHG WKH (&
IRUZDUG ORRNLQJ LQIRUPDWLRQ UHIOH W Qv 2 WY pRs ULDWHQHVV RI VLJQLI
HFRQRPLF WUHQGV LQGLYLGXDO FXVWRAHWK RERDRIRKYVXRYU EHR® (&/ PRGHOV LQ
DV LQGLYLGXDO UHFRYHU\ kuDWHJ|_HVXU@H5%EESQQQDQJQBQ@NO,_W\ Rl GHIDXOW
ZKLFK FDQ JLYH ULVH WR LQFUHDVHG HYM L RBMIL BRUNITH 1 WERRLEQWV \

JRU WKH DXGLW RI WKH *URXS ZH IRFX¥l GuR %W IZRYR yHQ WM *URXS vV FRPPHUFLD
DUHDV Rl WKH PHWKRGRORJ\ WKDW ZH LGHQWLILHG DV PRVW

MXGJHPHQWDO DQG ZKHUH WKH ULVN WRLWKHVKIKD BYVLYW DQFH RI RXU UHDO HVWD
VWDWHPHQWY LV JUHDWHVW ZKLFK LV WHKIWVWHANSXEBWRE F® RSOH RI KLIKHU ULVN FXV

FROODWHUDO IRU VWDJH DQG VWDJH YHR®PHWEROY Wy ARPHH\UW WKHY DUH YDOXH
ZLWKLQ WKH *URXS UHIOHFW WKH FXUUHQW HFRQRPLF HQYLUR
W H ZRUN SHUIRUPHG E

JRU WKH DXGLW RI WKH *URXS DQG vvﬁ %Q\ﬁ

RXU ZRUN RQ WKH DSSURSULDWHQHVV b PP HYDOXDWHG WK

WKHLU DELOLW\ WR FDSWXUH ULVN L Ol R W

WKH ORZ OHYHO RI SURYLVLRQ FRYHU CWLBOWR 0 7RG Wkt FrPPHUFL
B GHFOLQHV LQ FROODWHUDO Y

'"HWDLOHG GLVFORVXUHV FDQ EH IRXQG 2|@R@'?|WHOH $¥BRBMWAIBIHCU HG X FWLRQV DFU
DFFRXQWLQJ SROLFLHV DUH GHWDLOHG L& 8RWH pBRGLYVN QKBRAPR¥X0G UHVXOW |
DFFRXQWLQJ MXGJHPHQWYV DQG HVWLPD\WKW AR LEWH wKfNHDU WR EH PDWHULDO:
$XGLW &RPPLWWHH -V FRQVLGHUDWLRQ@ R} WK RO W g FOBHWHB®WEDWLRO RI WK

LQ WKH %RDUG $XGLW &RPPLWWHH SHSRKRWHOOHG (& WR FRQILUP WKDW LW ZDV P
DFFXUDWH

‘H KDYH UHYLHZHG WKH GLVFORVXUHV WR HQC
DFFRXQWLQJ VWDQGDUGY DQG DJUHHG WKH (
VXSSRUWLQJ HYLGHQFH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI &RYHOQWU\ % XLOGLJIs 6RFLH)

.H\ DXGLW PDWWHU +RZ RXU DXGLW DGGUHVVHG
&RPSOHWHQHVYV DQG DFFXUDF\ RI KHGJH DFFRXQWLQJ FRQVROLGDWLRQ DGMXVWP
$V SDUW RI WKH DFTXLVLWLRQ Rl 7KH &RKDYHUDWLN W BB QWKH GHVLIQ DQG LPSOHF
+ROGLQJV S O F WKH *URXS DFTXLUHRB YD S RAKW KOIGRI RIDF FRXQWLQJ DGMXVWPHQV
GHULYDWLYH DVVHWY DQG GHVLJQDW H® WEHB D\YLKMGBBQN V DFTXLUHG GHULYDW
DFFRXQWLQJ UHODWLRQVKLSV WR PLQ_}I]_F H DFEFR Q

YRODWLOLW\ 7KH DFTXLVLWLRQ YDOX \gl vaﬂg \ﬁ/g\@bQGDHEUO';EEF\Q{(RV\'/LW'EH
UHTXLUHV DGMXVWPHQWV WR EH PDGH 3 QWLQ
DFFRXQWLQJ SULQFLSOHV XQGHU DFFEXJdWPos vwbosbuacy

7KHVH DGMXVWPHQWYV DUH <3HVLJQHGL§Z§?F6_1 %%gg&ﬂ%? P%glﬁﬁmexv\v/vngg\}fvtlf ';FE)F;;SHC
KHGJH DFFRXQWLQJ DGMXVWPHQWV D ;JX RIQLVES, V( R Lo ERPH vw D)
‘H IRFXVHG RQ WKLV PDWWHU EHFDXVH Rl% X éHP 59

FRPSOH[LW\ LQYROYHG LQ WKH DSSOL \&L @ V\S% R \fRL(\?ND\'fVORH\SE;’VUQ' V\é'
VWDQGDUGY DQG LQ GHWHUPLQLQJ W %%09\ R kTG LV\(/?HP Q
DFFRXQWLQJ RQ WKH LQFRPH VWDWH PH Q

'"HWDLOHG GLVFORVXUHV FDQ EH IRXQ( ey W FFXUDE\OR' L%ivaVé ‘\3NDKV:’4DD>|§
$VVRFLDWHG DFFRXQWLQJ SROLFLHV ﬁkb ¢ WHPOEZR
$XGLW &RPPLWWHH V FRQVLGHUDWLRQ R W vHwW Rxw

LQ WKH %RDUG $XGLW &RPPLWWHH 5HSIRUWFRQFLOHG PDQDJHPHQW V FDOFXODWLI
ERRNV DQG UHFRUGV

‘H KDYH UHYLHZHG WKH GLVFORVXUHYV WR H(
DFFRXQWLQJ VWDQGDUGY DQG DJUHHG WKH
VXSSRUWLQJ HYLGHQFH

5HFRIJQLWLRQ DQG PHDVXUHPHQW Rl WKH GHIHUUHG WD[ DVVHW UHODWLQJ WR Wk
WUDGLQJ ORVVHV *URXS

$V DW 'HFHPEHU WKH *URXS KDV:IUWMKRUIIGH&HOS RI WD[ VSHFLDOLVWYVY ZH HY
PLOOLRQ RI GHIHUUHG WD[ DVVHWYV UHHDMNWKIREGIRW RJIE UR X JKW HR/WZQUGOGNVKH UHFRJQL
WUDGLQJ ORVVHYV 1LO UHFRYHUDELOLW\ RI GHIHUUHG WD[ DVVHWYV

'"HIHUUHG WD[ DVVHWYV DUH UHERJQLVHG & R U GIH'HUUH?NW[D[\(/)\'/‘l_?\i‘,'\‘/ODLxVHU
RSHUDWLYH %DQN V EURXJKW IRUZDU }2 't%' ' KT, & HE%M*R/SURHWV ER
SUREDEOH WKDW WKHUH ZLOO EH IXWXUHK \ﬁo\ﬁ \bJ | WKH DSSOLEDEOH 8. \
JHQHUDWHG RQ WKH VDPH WUDGH ZKL I Y LR I '

ORVVHV ODQDJHPHQW DUH UHTXLUHG WRFBDWHFD® GI\WBNPOWHHEB IWKH IXWXUH SURI
WKH DPRXQW DQG WLPLQJ RI IXWXUH EB[DE® D SSURRYWE WOWEDWHILF SODQ IRU WKH
MXGJHPHQWYV UHODWLQJ WR WKH FRQWKXGS$RWWR Q3 KHV & R PRESHLLRIQVL WHHVWLQJ WKDW
%DQN V WUDGH LQ OLJKW RI WKH *URXSHD VRWBEB I/ W HDDVVHW SGDWQKH FRQVLVWHC
6LQFH WKLV LV LQKHUHQWO\ XQFHUW DX\QH BHW R AKX \HVE LRQWWK KLV HFR DQLWLRQ RI GHI
NH\ DXGLW PDWWHU :H IRFXVHG RQ W WH R\HHD XR @ BEMGNHAKHEBEH LQ WKH EXVLQHVYV
IRUHFDVW IXWXUH WD[DEOH SURILWV L@ WKH VRIUPWHRQF W@ QVBMVVPHQW ,Q GR
ZHOO DV WKH HVWLPDWLRQ RI WD[DEOWKDUWR WWK RURBBVWKHGLG QRW LQFOXGH W
VWUDWHJILF SODQQLQJ SHULRG FRXOG QRW EH GHPRQVWUDWHG DV SUREDEC

'"HWDLOHG GLVFORVXUHV FDQ EH IRXQ YDO@BW g]] Ul\/X/%}ﬁLDdD %RQWIURDUUP\H%Y\I;CHESS:
DFFRXQWLQJ SROLFLHY DUH GHWDLOH H- K]'Q b %5, QDEO\ SRVVLE
DFFRXQWLQJ MXGJHPHQWY DQG HVWL Ii I%H RDPDWHULDO
$XGLW &RPPLWWHH V FRQVLGHUDWLR Z y VI5 V\ﬁH V%W&X\«I

Uuw

LQ WKH %RDUG $XGLW &RPPLWWHH 5H
‘H FRQVLGHUHG WKH OHQJWK RI WKH IRUHFD
DSSURSULDWH WR XVH LQ PHDVXULQJ WKH G
UHIHUHQFH WR 7KH &R RSHUDWLYH %DQN V |
DQG OHYHOV RI IRUHFDVWLQJ DFFXUDF\ DV
DSSOLHG WR WKH RXWHU \HDUV RI WKH IRUH

‘H WHVWHG WKH PDWKHPDWLFDO DFFXUDF\ F
XVHG LQ GHWHUPLQDWLRQ RI GHIHUUHG WD]

‘H KDYH UHYLHZHG WKH GLVFORVXUHY WR H(
DFFRXQWLQJ VWDQGDUGY DQG DJUHHG WKH
VXSSRUWLQJ HYLGHQFH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI &RYHQWU\ %XLGOGWJIs 6RFLH)

.H\ DXGLW PDWWHU +RZ RXU DXGLW DGGUHVVHG WKH
OHDVXUHPHQW RI WKH JDLQ RQ DFTXLVLWLRQ RI 7KH &R RSHUDWLYH %DQN +ROGL(

2Q -DQXDU\ WKH *URXS DFTX LK HG YALKH H® WIKHH6DOH 3XUFKDVH $JUHHPHQW |
VKDUH FDSLWDO RI 7KH &R RSHUDWQBGHUXHDQM H 8 GBRFXPHQWDWLRQ WR XQGHUVWD(
SOF &RQVLGHUDWLRQ RI ... PLROOLR® ZPVXEVL@URQ

WKH DFTXLVLWLRQ LQ H[FKDQJH IRY QE‘WDQ\Q\HH;WEY ZkWEHUVWDQGLQJ RI PDQDJHPH
IDLU YDOXH RI ... PLOOLRQ UHWXRWk WLL%/ LF@i\R\QDQG DVVHVVHG ZKHWKHU
EDUJDLQ SXUFKDVH RI ..  PLOOLRWRH FBYOR¥HIGWHG ZLWK WKH DVVHWYV D¢
LQ WKH *URXS-V LQFRPH VWDWHPHDQ‘WRUGDQFH ZLWK ,)56 %XVLQHVV &RPELQDWL

7KH DFTXLVLWLRQ ZDV DFFRXQWHGH'BV\R—M/PH@(WLI@-HNNPSHWHQFH DQG REMHFWLYL

FRPELQDWLRQ XVLQJ WKH DFTXLVL ﬁ@v»P YHLHQJIDJHG RXU RZQ YDOXDWLRQV
DFFRUGDQFH ZLWK ,)56 'I]%XVLQI--I R[Q\)/VXPSWLRQ

7KH LGHQWLILDEOH DVVHWY DFTXL

DVVXPHG ZHUH UHFRUGHG DW WK gg)‘f‘g \ﬁ:?UVHV\?LQHHZ\T_V JR'WF;(DHQSDJSI‘
IDLU YDOXHV ,)56 DOVR DOORZV WO e IRUQL A
WKDQ PROWKY IURP WKH DFTXL Q Q

DQ DFTXLUHU PD\ DGMXVW WKH SU H VXSSRUW RI RXU YDOX

N HVV RI WKH YDOXDWLRQ PH\
UHFRJQLVHG LQ D EXVLQHVV FRPE OHQHVV RI VLJQLILFDQW DVVXPSWLRQ

aﬁl;';*jD\(\'jHSGU'-RFHDDSSRJFF?V%/'I-FE%VE@ﬁU|RGM¥<¥VV\H<"FQ WLRQ RI WKH FRUH GHSR
¥ Q Q Q R YHE RQ WKH DOWHUQDWLY
QFOXGLQJ ORDQV DQG DGYDQFH ,

v P B/ LOWHUQDO FRQVLVWHQF!
%DQN-V GHSRVLW ERRN LQ WKH IR oy ped Davh
LQWDQJLEOH WKH LQWDQJLEOH E 'VL%%FRN QV DQG
RI WKH %DQN KDYLQJ D VWDEOH V HEH R P]

GHSRVLWRUV O0DQDJHPHQW HQ.JD:J*H@\D@MWFFU bld) DSSURSULDWHQHVV RI PDQDJI
H[SHUW WR GHWHUPLQH WKH IDLUDSDARIPRKEFRUWKIHHFRUH GHSRVLW LQWDQJLEOH
DVVHWV LQFOXGLQJ LQWDQJLEOHDRPWRULY DWRAQLDER O-10ML. WR AMKH H[SHFWHG SHL
WKH DFTXLVLWLRQ GDWH EDODQFHWNKHHM G GHSRVLWYV

'"HULYLQJ WKH *URXS -V IDLU YDOXBRYWQRPOWIPREDRODYQPRHY WR FXVWRPHUV ZH I
VLIJQLILFDQW MXGJHPHQW DQG WKPVUHXPYWLRQAQK WK WKRIPRVW PDWHULDO LPSDI
HVWLPDWLRQ XQFHUWDLQW\ LQ WRMKIHDEBWM BX 16 HEWI XFRWBERQWQAW RI WKH GLVFRXC
RI WKH DFTXLUHG /RDQV DQG DGY Vg RHRI WRI MWt WRPFUMHG PRUWIDJH SRUWIROLR
DQG WKH YDOXDWLRQ RI WKH FRUHLEHS RMHWP L FvDOVHFEBHG WKH UHDVRQDEOHQHYV
‘H IRFXVHG RQ WKHVH DV D .H\ $XE&LWRWBLWRERYDWLQJ UHFHQ\(/gV UHWDLO DQCG ZKROF
7KH WUDQVDFWLRQ DOVR JDYH UL R DyQVW PDUNHW UDWHV |
SXUFKDVH DQG DV VXFK ZH IREX cgggﬁwp LQDQV ?ggj? H SHUIRUPHG IDLU YD
FRPSOHWHQHVV RI WKH SXUFKDVH FHFDWL R Q

DFFRXQWLQJ EDVHG RQ WKH DFWl_ViWHH/\WHGWW-HO/E[R@SOHWHQHVV DQG DFFXUDF\

'HWDLOHG GLVFORVXUHYV FDQ EH IRRGEDHEBRVWIRCGHOV WR XQGHUOILQJ UHFRUGYV
$VVRFLDWHG DFFRXQWLQJ SROLFLWVFM@@@MWWLQ)H@QEQJlcbi?efw}w RQ WKH RYHUDOO
DQG VLIJQLILFDQW DFFRXQWLQJ NEREIPRQQOIWNW PKVH EV FRQVLGHULQJ WKH FRPPH
HVWLPDWHV LQ QRWH 7KH $XGLWUERRVMDWWHHQY PDUNHW SUHFHGHQW IRU EDQNYV
FRQVLGHUDWLRQ RI WKH PDWWHU LROXHiw Vg ik iy L DHHWIKIY FelPrWdRkR UV WKDW OHG WR W
$XGLW &RPPLWWHH 5HSRUW HYDOXDWLQJ WKH FRPSOHWHQHVY RI WKH LGHQ\
DFFRXQWLQJ DGMXVWPHQWYV

‘H YDOLGDWHG WKH FRQVLGHUDWLRQ SDLG WR E
GRFXPHQWYV :H HYDOXDWHG WKH IDLU YDOXH RI
DW WKH DFTXLVLWLRQ GDWH DQG FRQVLGHUHG \
GXULQJ

‘H LQVWUXFWHG WKH %DQN FRPSRQHQW WHDP W
GDWH EDODQFH VKHHW :H LQVSHFWHG WKHLU ZI
VXPPDU\ FRQFOXVLRQV UHSRUWHG WR WKH $XGL
%DQN

‘H SHUIRUPHG VWDQG EDFN SURFHGXUHV GXULQ.
SHULRG WR DVVHVV ZKHWKHU SRVW DFTXLVLWLR
SURYLVLRQDO IDLU YDOXHV UHTXLUHG DGMXVWP

‘H KDYH UHYLHZHG WKH GLVFORVXUHV WR HQVX|L
DFFRXQWLQJ VWDQGDUGY DQG DJUHHG WKH GLV
HYLGHQFH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI &RYHOWU\ %XLGGLJds 6RFLH)

+RZ ZH WDLORUHG WKH DXGLW VFRSH

‘H WDLORUHG WKH VFRSH RI RXU DXGLW WR HQVXUH WKDW ZH SHUIRUPHG HQRXJK
VWDWHPHQWY DV D ZKROH WDNLQJ LQWR DFFRXERWF WKWK N VDB K RW @ WH QRII SUKRHF HW/R/ XS
FRQWUROV DQG WKH LQGXVWU\ LQ ZKLFK WKH\ RSHUDWH

$00 RI WKH *URXS-V DEFWLYLWLHV DUH DGPLQH \BWHQHIGSDQ WRW LBYQWXHI WIQHGRRXS
VDYLQJV SURGXFWV DQG PRUWJDIHG | R QKO EHF WARMPREFREFSUY PRUWJIDJH ERRN LV SUHC
VHFXUHG RQ 8. WRHEDIHIHRMAEEHGV ROV LQJ 2Q -DQXDU\ WKH 6RFLHW\ DFTXL
FDSLWDO RI 7KH &R RSHUDWLYH %DQN +ROGLQJV S O F WKH XOWLPDWH SDUHQW F
VWDWHPHQWY FRQVROLGDWH WKH UHVXOWVY DQG WKH ILQDQFLDO SRVLWLRQ RI 7Kt}
IRU WKH HQWLUH \HDU 7KH *URXS DOVR LQFOXGHY VHYHUDO VWUXFWXUHG HQWLW
E\ YLUWXH RI WKH *URXS-V FRQWURO RYHU WKHP $ FRPSRQHQW LV HDFK FRQWURC
WKH *URXS

7KURXJKRXW RXU ULVN DVVHVVPHQW ZH WDLORUHG RXU GHWHUPLQDWLRQ DV WR
WHVWLQJ RYHU WR VXSSRUW RXU *URXS DQG 6WR@H ¥ RSX 8 LVRADX FAERAMY.D 1 (BW R FOH
DQG FRQWUROYV

7KH ULVN Rl PDWHULDO PLVVWDWHPHQW FDQ EH UHGXFHG WR DQ DFFHSWDEOH OH®
ZLWKLQURKBQG WKRVH WKDW GULYH SDUWLFXODU VLJQLILFDQW ULVNV LGHQWLILH¢
VXIILFLHQW FRYHUDJH IRU HDFK ILQDQFLDO VWDWHPHQW OLQH LWHP )6/, &RYHC
+ROGLQJV S OF 7KH &R RSHUDWLYH %DQN DQG *RGLYD ORUWJIDJHV /LPLWHG ZHUF
LQ WKH FRQWH[W RI *URXS V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG KHQFt
JLPLWHG &RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG %RQGV //3 &RYHQWU\ *RGLYD &F
DUH LGHQWLILHG DV EHLQJ LQGLYLGXDOO\ ILQDQFLDOO\ VLIJQLILFDQW LQ UHVSHFW
WKHVH DV QRQ VLJQLILFDQW FRPSRQHQWY DQG SHUIRUPHG VSHFLILF DXGLW SURF
FRPSRQHQWY ZHUH LGHQWLILHG DV LQFRQVHTXHQWLDO DQG QRS IS H URRESE WW S
RSLQLRQ :H SHUIRUP DOO RIWKKHH *IRXS VR DXEBRSRHRBL QLRQV

7KH LPSDFW RI FOLPDWH ULVN RQ RXU DXGLW

$V SDUW RI RXU DXGLW ZH PDGH HQTXLULHV Rl PDQDJHPHQW WR XQGHUVWDQG WKI
H[WHQW RI WKH SRWHQWLDO LPSDFW RI FOLPDWH ULVN RQ WKH *URXS V DQG 6RFLI
PDGH LQ UHODWLRQ WR FOLPDWH FKOQ @IGGILQ/ MRH B R QGDQDTX ISHIS-RW WLWK PDQDJHPHQ

f 5HDG WKH PDWHULDOV FRQVLGHUHG E\ WKH *URXS:V &OLPDWH 5LVN )RUXP GXULC(
ULVN DVVHVVPHQW

f &RQVLGHUHG WKH H[SRVXUH RI WKH *URXS DQG 6RFLHW\:V PRUWJDJH SRUWIROLF
RXWSXW RI DVVHVVPHQWY SHUIRUPHG E\ PDQDJHPHQW GXULQJ WKH \HDU DQG

f &RQVLGHUHG WKH FRQVLVWHQF\ RI WKH GLVFORVXUHYVY LQ UHODWLRQ WR FOLPDYV
VWDWHPHQWY DQG RXU NQRZOHGJH REWDLQHG IURP RXU DXGLW

2XU SURFHGXUHY GLG QRW LGHQWLI\ DQ\ PDWHULDO LPSDFW LQ WKH FRQWH[W RI F
RXU NH\ DXGLW PDWWHUV IRU WKH \HDU HQGHG '"HFHPEHU

ODWHULDOLW\

7KH VFRSH RI RXU DXGLW ZDV LQIOXHQFHG E\ RXU DSSOLFDWLRQ RI PDWHULDOLW\
PDWHULDOLW\ 7KHVH WRJHWKHU ZLWK TXDOLWDWLYH FRQVLGHUDWLRQV KHOSHG
WLPLQJ DQG H[WHQW RI RXU DXGLW SURFHGXUHV RQ WKH LQGLYLGXDO ILQDQFLDO
WKH HIIHFW RI PLVVWDWHPHQWY ERWK LQGLYLGXDOO\ DQG LQ DJJUHJDWH RQ WKH

%DVHG RQ RXU SURIHVVLRQDO MXGJHPHQW ZH GHWHUPLQHG PDWHULDOLW\ IRU Wt

*URXS ILQDQFLDO VWDWHPERBIWAW) ILQDQFLDO VW

2YHUDOO PDWHL.LDORLMD\OLRQ PLOOLRAQ.. PLOOLRQ PLOOLRQ
+RZ ZH GHWHUPL®RHRQGHUO\LQJ SURILW EHIRUH WDRI WRWDO HTXLW\

‘H GHWHUPLQHG WKDW XQGHUO\L®JGHNRHIUW LE}H 8 UHKWW[ WRWDO HTXLW
H[FOXGLQJ DFFRXQWLQJ LPSDFW D R WRISH DWOHN EHQFKPDUN IRU WKH 6F
DFTXLVLWLRQ LV WKH DSSURSULTKUN BHQFHKPWY W KKWVWKH XVHUV [RF
IRFXVHV RQ UHFXUULQJ HDUQLQJIWWUH® UWR YHY EDODQFH VKHHW UHVI
5DWLRQDOH IRWDFFRXQWLQJ EDODQFHV DULVLQU6B¥LSDM\W WDW&HORQH SURILWDELOLW
EHQFKPDUN DS®FINGVLWLRQ LQFOXGLQJ WKH JDUIYHRQVEHBRFDH@\ KROGV WKH PDMR
SXUFKDVH UHFRJQLVHG DQG G HFO DD DQMOH WKHWIURX S DQG FDSLWDC
FRVWY ODQDJHPHQW PRQLWRUV WHKRDERVLI) WMWY RRQVLGHUDWLRQ SRVV
XQGHUO\LQJ SURILW EHIRUH WD[W,KQH %DONDGBRSWH® DGRSWHG D PDW
PDWHULDOLW\ EDVHG RQ VWDWX\WRVHNG LRI LWWBMRWRUNSURILW EHIRUE

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHOQGHQW DXGLWRUV UHS
RI @&RYHQWU\ % XLOGLJIs 6RFLH)

JRU HDFK FRPSRQHQW LQ*WRX3XEG RWH AR/H BRORFDWHG D PDWHULDOIPFWRWEXDW LV OH\
PDWHULDOLW\ 7KH UDQJH RI PDWHULDOLW\ DOORFDWHG DIFAUGRM/QF RAHSIRVIH@QWRRPS ¥
ZHUH DXGLWHG WR D ORFDO VWDWXWRU\ DXGLW PDWHULDOLW\ WKDW ZDV DOVR OF

‘H XVH SHUIRUPDQFH PDWHULDOLW\ WR UHGXFH WR DQ DSSURSULDWHO\ ORZ OHYH!
DQG XQGHWHFWHG PLVVWDWHPHQWY H[FHHGY RYHUDOO PDWHULDOLW\ 6SHFLILFD¢
VFRSH RI RXU DXGLW DQG WKH QDWXUH DQG H[WHQW RI RXU WHVWLQJ RI DFFRXQW
HIDPSOH LQ GHWHUPLQLQJ VDPSOH VL]HV 2XU SHUIRUPDQFH PDWHULDOLW\ ZDV

PLOOLRQ PLOOLRQ IRU WKH *URXS ILQDQFLDO VWDWHPHQWY DQG
ILQDQFLDO VWDWHPHQWYV

,Q GHWHUPLQLQJ WKH SHUIRUPDQFH PDWHULDOLW\ ZH FRQVLGHUHG D QXPEHU RI |
DVVHVVPHQW DQG DJJUHIJDWLRQ ULVN DQG WKH HIITHFWLYHQHVYV RI FRQWUROV 2 DC
QRUPDO UDQJH ZDV DSSURSULDWH

:H DJUHHG ZLWK WKH $XGLW &RPPLWWHH WKDW ZH ZRXOG UHSRUW WR WKHP PLVVYV
PLOOLRQ *URXS DXGLW PLOOLRQ DQG ... PLOOLRQ 6RFLHW\ DXGLW
EHORZ WKRVH DPRXQWYV WKDW LQ RXU YLHZ ZDUUDQWHG UHSRUWLQJ IRU TXDOLW

&RQFOXVLRQV UHODWLQJ WR JRLQJ FRQFHUQ

2XU HYDOXDWLRQ RI WKH GLUHFWRUV:- DVVHVVPHQW RI WKH *URXS-V DQG WKH 6RF|
EDVLV RI DFFRXQWLQJ LQFOXGHG

f $ ULVN DVVHVVPHQW WR LGHQWLI\ FULWLFDO IDFWRUV WKDW FRXOG LPSDFW WKI
FXUUHQW DQG IRUHFDVW ILQDQFLDO SHUIRUPDQFH UHJXODWRU\ PHWULFV DQG \
RXU ULVN DVVHVVPHQW ZH UHYLHZHG DQG FRQVLGHUHG WKH *URXS:V VWUDWHJI
PDQDJHPHQW UHSRUWY SURYLGHG WR NH\ JRYHUQDQFH IRUXPYV

f (YDOXDWLRQ RI WKH UHDVRQDEOHQHVYVY RI WKH VWUDWHJILF DQG FDSLWDO SODQ
DVVXPSWLRQV DQG SHUIRUPDQFH RI VHQVLWLYLW\ DQDO\VLV XVLQJ RXU XQGHUV
SHUIRUPDQFH REWDLQHG GXULQJ WKH FRXUVH RI RXU DXGLW XQGHU VWUHVYV VFI
DFFXUDWHO\ IRUHFDVW ILQDQFLDO SHUIRUPDQFH E\ FRPSDULQJ SDVW EXVLQHVV

f 7THVWLQJ WKH DSSURSULDWHQHVV RI WKH GLVFORVXUHYV PDGH LQ WKH $QQXDO 5

%DVHG RQ WKH ZRUN ZH KDYH SHUIRUPHG ZH KDYH QRW LGHQWLILHG DQ\ PDWHULI
WKDW LQGLYLGXDOO\ RU FROOHFWLYHO\ PD\ FDVW VLJQLILFDQW GRXEW RQ WKH *
FRQFHUQ IRU D SHULRG RI DW OHDVW WZHOYH PRQWKYV IURP ZKHQ WKH ILQDQFLDO

,Q DXGLWLQJ WKH ILQDQFLDO VWDWHPHQWY ZH KDYH FRQFOXGHG WKDW WKH GLUL
WKH SUHSDUDWLRQ RI WKH ILQDQFLDO VWDWHPHQWY LV DSSURSULDWH

+RZHYHU EHFDXVH QRW DOO IXWXUH HYHQWY RU FRQGLWLRQV FDQ EH SUHGLFWHC
DQG 6RFLHW\:-V DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ

,Q UHODWLRQ WR WKH GLUHFWRUV:- UHSRUWLQJ RQ KRZ WKH\ KDYH DSSOLHG WKH &
PDWHULDO WR DGG RU GUDZ DWWHQWLRQ WR LQ UHODWLRQ WR WKH GLUHFWRUV -
GLUHFWRUV FRQVLGHUHG LW DSSURSULDWH WR DGRSW WKH JRLQJ FRQFHUQ EDVLV

2XU UHVSRQVLELOLWLHY DQG WKH UHVSRQVLELOLWLHV RI WKH GLUHFWRUV ZLWK LU
VHFWLRQV RI WKLV UHSRUW

SHSRUWLQJ RQ RWKHU LQIRUPDWLRQ

7KH RWKHU LQIRUPDWLRQ FRPSULVHV DOO RI WKH LQIRUPDWLRQ LQ WKH $QQXDO 5
DXGLWRUV:- UHSRUW WKHUHRQ 7KH GLUHFWRUV DUH UHVSRQVLEOH IRU WKH RWKH!
GRHV QRW FRYHU WKH RWKHU LQIRUPDWLRQ DQG DFFRUGLQJO\ ZH GR QRW H[SUH
RWKHUZLVH H[SOLFLWO\ VWDWHG LQ WKLV UHSRUW DQ\ IRUP RI DVVXUDQFH WKHU

,Q FRQQHFWLRQ ZLWK RXU DXGLW RI WKH ILQDQFLDO VWDWHPHQWY RXU UHVSRQV
FRQVLGHU ZKHWKHU WKH RWKHU LQIRUPDWLRQ LV PDWHULDOO\ LQFRQVLVWHQW ZL
LQ WKH DXGLW RU RWKHUZLVH DSSHDUV WR EH PDWHULDOO\ PLVVWDWHG ,I ZH LG
PLVWWDWHPHQW ZH DUH UHTXLUHG WR SHUIRUP SURFHGXUHV WR FRQFOXGH ZKHW
ILQDQFLDO VWDWHPHQWY RU D PDWHULDO PLVVWDWHPHQW RI WKH RWKHU LQIRUPE
FRQFOXGH WKDW WKHUH LV D PDWHULDO PLVVWDWHPHQW RI WKLV RWKHU LQIRUPD
QRWKLQJ WR UHSRUW EDVHG RQ WKHVH UHVSRQVLELOLWLHV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI &RYHQWU\ %XLGOGWJIs 6RFLH)

:LWK UHVSHFW WR WKH $QQXDO %XVLQHVV 6WDWHPHQW DQG 'LUHFWRUV: 5HSRUW .
E\ WKH %XLOGLQJ 6RFLHWLHV $FW KDYH EHHQ LQFOXGHG

%DVHG RQ RXU ZRUN XQGHUWDNHQ LQ WKH FRXUVH RI WKH DXGLW WKH %XLOGLQJ
RSLQLRQV DQG PDWWHUYVY DV GHVFULEHG EHORZ

$QQXDO %XVLQHVYVY 6WDWHPHQW DQG 'LUHFWRUV:- 5HSRUW
,Q RXU RSLQLRQ EDVHG RQ RXU ZRUN XQGHUWDNHQ LQ WKH FRXUVH RI WKH DXGLYV

¥ WKH $QQXDO %XVLQHVV 6WDWHPHQW DQG WKH 'LUHFWRUV:- 5HSRUW KDYH EHHQ
WKH %XLOGLQJ 6RFLHWLHV $FW

$ WKH LQIRUPDWLRQ JLYHQ LQ WKH 'LUHFWRUV:- 5HSRUW IRU WKH \HDU HQGHG 'H
UHFRUGY DQG WKH ILQDQFLDO VWDWHPHQWY DQG

¥ WKH LQIRUPDWLRQ JLYHQ LQ WKH $QQXDO %XVLQHVV 6WDWHPHQW RWKHU WKDQ
UHSRUW JLYHV D WUXH UHSUHVHQWDWLRQ RI WKH PDWWHUV LQ UHVSHFW RI ZKl

,Q OLJKW RI WKH NQRZOHGJH DQG XQGHUVWDQGLQJ Rl WKH *URXS DQG 6RFLHW\ DC
DXGLW ZH GLG QRW LGHQWLI\ DQL ®DMGHYXDO ®XW\LWEBWHBWQWWPHQW DQG WKH 'LU

&RUSRUDWH JRYHUQDQFH VWDWHPHQW

,63V 8. UHTXLUH XV WR UHYLHZ WKH GLUHFWRUV- VWDWHPHQWY LQ UHODWLRQ WF
WKH FRUSRUDWH JRYHUQDQFH VWDWHPHQW UHODWLQJ WR WKH 6RFLHW\:V FRPSOL
*RYHUQDQFH &RGH ZKLFK WKH /LVWLQJ 5XOHV RI WKH )LQDQFLDO &RQGXFW $XWKF
UHVSRQVLELOLWLHY ZLWK UHVSHFW WR WKH FRUSRUDWH JRYHUQDQFH VWDWHPHQ!
RWKHU LQIRUPDWLRQ VHFWLRQ RI WKLV UHSRUW

%DVHG RQ WKH ZRUN XQGHUWDNHQ DV SDUW RI RXU DXGLW ZH KDYH FRQFOXGHG \
JRYHUQDQFH VWDWHPHQW LV PDWHULDOO\ FRQVLVWHQW ZLWK WKH ILQDQFLDO VW
DQG ZH KDYH QRWKLQJ PDWHULDO WR DGG RU GUDZ DWWHQWLRQ WR LQ UHODWLRC

f 7KH GLUHFWRUV: FRQILUPDWLRQ WKDW WKH\ KDYH FDUULHG RXW D UREXVW DVVl

¥ 7TKH GLVFORVXUHV LQ WKH $QQXDO 5HSRUW WKDW GHVFULEH WKRVH SULQFLSDO
HPHUJLQJ ULVNVY DQG DQ H[SODQDWLRQ RI KRZ WKHVH DUH EHLQJ PDQDJHG RU P

f 7KH GLUHFWRUV: VWDWHPHQW LQ WKH ILQDQFLDO VWDWHPHQWY DERXW ZKHWKH
FRQFHUQ EDVLV RI DFFRXQWLQJ LQ SUHSDULQJ WKHP DQG WKHLU LGHQWLILFDW
6RFLHW\-V DELOLW\ WR FRQWLQXH WR GR VR RYHU D SHULRG RI DW OHDVW WZHC
VWDWHPHQWYV

f 7KH GLUHFWRUV: H[SODQDWLRQ DV WR WKHLU DVVHVVPHQW RI WKH *URXS:-V DQG
FRYHUVY DQG ZK\ WKH SHULRG LV DSSURSULDWH DQG

tf 7KH GLUHFWRUV: VWDWHPHQW DV WR ZKHWKHU WKH\ KDYH D UHDVRQDEOH H[SHF
RSHUDWLRQ DQG PHHW LWV OLDELOLWLHY DV WKH\ IDOO GXH RYHU WKH SHULRG
GUDZLQJ DWWHQWLRQ WR DQ\ QHFHVVDU\ TXDOLILFDWLRQV RU DVVXPSWLRQV

2XU UHYLHZ RI WKH GLUHFWRUV- VWDWHPHQW UHJDUGLQJ WKH ORQJHU WHUP YLDE
VFRSH WKDQ DQ DXGLW DQG RQO\ FRQVLVWHG RI PDNLQJ LQTXLULHY DQG FRQVLGH
VWDWHPHQW FKHFNLQJ WKDW WKH VWDWHPHQW LV LQ DOLIJQPHQW ZLWK WKH UHO
DQG FRQVLGHULQJ ZKHWKHU WKH VWDWHPHQW LV FRQVLVWHQW ZLWK WKH ILQDQF|
WKH *URXS DQG 6RFLHW\ DQG WKHLU HQYLURQPHQW REWDLQHG LQ WKH FRXUVH RI

,Q DGGLWLRQ EDVHG RQ WKH ZRUN XQGHUWDNHQ DV SDUW RI RXU DXGLW ZH KDYt
WKH FRUSRUDWH JRYHUQDQFH VWDWHPHQW LV PDWHULDOO\ FRQVLVWHQW ZLWK W|
GXULQJ WKH DXGLW

¥ 7KH GLUHFWRUV: VWDWHPHQW WKDW WKH\ FRQVLGHU WKH $QQXDO 5HSRUW WDN
DQG SURYLGHV WKH LQIRUPDWLRQ QHFHVVDU\ IRU WKH PHPEHUV WR DVVHVV WKI
EXVLQHVV PRGHO DQG VWUDWHJ\

¥ 7TKH VHFWLRQ RI WKH $QQXDO 5HSRUW WKDW GHVFULEHV WKH UHYLHZ RI HIITHFWL
VI\VWHPV DQG

¥ 7TKH VHFWLRQ RI WKH $QQXDO 5HSRUW GHVFULELQJ WKH ZRUN RI WKH $XGLW &RF

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQOGHQW DXGLWRUV UHS
RI @&RYHQWU\ %XLOGLJIs 6RFLH)

‘H KDYH QRWKLQJ WR UHSRUW LQ UHVSHFW RI RXU UHVSRQVLELOLW\ WR UHSRUW Z
FRPSOLDQFH ZLWK WKH &RGH GRHV QRW SURSHUO\ GLVFORVH D GHSDUWXUH IURP |
/ILVWLQJ 5XOHV IRU UHYLHZ E\ WKH DXGLWRUV

SHVSRQVLELOLWLHY IRU WKH ILQDQFLDO VWDWHPHQWY DQG WKH DX
SHVSRQVLELOLWLHV RI WKH GLUHFWRUV IRU WKH ILQDQFLDO VWDWHPHQWYV

$V H[SODLQHG PRUH IXO0\ LQ WKH "'LUHFWRUV:- UHVSRQVLELOLWLHYVY LQ UHVSHFW R
GLUHFWRUV DUH UHVSRQVLEOH IRU WKH SUHSDUDWLRQ RI WKH ILQDQFLDO VWDWH|
IRU EHLQJ VDWLVILHG WKDW WKH\ JLYH D WUXH DQG IDLU YLHZ 7KH GLUHFWRUYV D
GHWHUPLQH LV QHFHVVDU\ WR HQDEOH WKH SUHSDUDWLRQ RI ILQDQFLDO VWDWHP
ZKHWKHU GXH WR IUDXG RU HUURU

,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPHQWY WKH GLUHFWRUV DUH UHVSRQVLEOH
FROQWLQXH DV D JRLQJ FRQFHUQ GLVFORVLQJ DV DSSOLFDEOH PDWWHUV UHODWH
DFFRXQWLQJ XQOHVV WKH GLUHFWRUY HLWKHU LOQWHQG WR OLTXLGDWH WKH *URX:!
UHDOLVWLF DOWHUQDWLYH EXW WR GR VR

$XGLWRUV:- UHVSRQVLELOLWLHYV IRU WKH DXGLW RI WKH ILQDQFLDO VWDWHPHQWYV

2XU REMHFWLYHYVY DUH WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH
PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU DQG WR LVVXH DQ
5HDVRQDEOH DVVXUDQFH LV D KLJK OHYHO RI DVVXUDQFH EXW LV QRW D JXDUDQW
8. ZLOO bOzD\V GHWHFW D PDWHULDO PLVVWDWHPHQW ZKHQ LW H[LVWV OLVVWD)
FRQVLGHUHG PDWHULDO LI LQGLYLGXDOO\ RU LQ WKH DJJUHJDWH WKH\ FRXOG UH
GHFLVLRQV RI XVHUV WDNHQ RQ WKH EDVLV RI WKHVH ILQDQFLDO VWDWHPHQWYV

,ZUUHJXODULWLHV LQFOXGLQJ IUDXG DUH LQVWDQFHV RI QRQ FRPSOLDQFH ZLWK C
RXU UHVSRQVLELOLWLHY RXWOLQHG DERYH WR GHWHFW PDWHULDO PLVVWDWHPH
HIWHQW WR ZKLFK RXU SURFHGXUHY DUH FDSDEOH RI GHWHFWLQJ LUUHJXODULWLF

%DVHG RQ RXU XQGHUVWDQGLQJ RI WKH *URXS DQG 6RFLHW\ LQGXVWU\ ZH LGHQW
Oobzv DQG UHIJXODWLRQV UHODWHG WR )LQDQFLDO &RQGXFW $XWKRULW\-V )&$ U

35 UHJIXODWLRQV UHODWHG WR WKH ILQDQFLDO VWDWHPHQWY DQG ZH FRQVLG
PDWHULDO HIIHFW RQ WKH IHODQWR DFRR Q WIDBOHHUPWRRWH ODZV DQG UHJXODWLRQV WK
ILQDQFLDO VWDWHPHQWY VXFK DV WKH 8. WD[ OHIJLYODYWICRXD WRG BXQOGHRH GW F\L H
DQG RSSRUWXQLWLHV IRU IUDXGXOHQW PDQLSXODWLRQ RI WKH ILQDQFLDO VWDWH
GHWHUPLQHG WKDW WKH SULQFLSDO ULVNV ZHUH UHODWHG WR SRVWLQJ RI LQDSS
PDQLSXODWH ILQDQFLDO SHUIRUPDQFH DQG SRWHQWLDO IRU PDQDJHPHQW ELDV L
E\ WKH HQJDJHPHQW WHDP LQFOXGHG

f 'LVFEXVVLRQV ZLWK PDQDJHPHQW DQG WKRVH FKDUJHG ZLWK JRYHUQDQFH LQFOX
LOQVWDQFHV RI QRQ FRPSOLDQFH ZLWK ODZV DQG UHJXODWLRQV DQG IUDXG

¥f 5SHYLHZ RI LQWHUQDO DXGLW DQG FRPSOLDQFH PRQLWRULQJ ILQGLQJV WKURXJK|
¥ 5HDGLQJ NH\ FRUUHVSRQGHQFH ZLWK WKH )LQDQFLDO &RQGXFW $XWKRULW\ DQG

f QFRUSRUDWLRQ RI DQ HOHPHQW RI XQSUHGLFWDELOLW\ LQ RXU WHVWLQJ WKUR
SHUIRUPHG

¥ &KDOOHQJLQJ DVVXPSWLRQV DQG MXGJIJHPHQWY PDGH E\ PDQDJHPHQW LQ WKHLU

f GHQWLI\LQJ DQG WHVWLQJ MRXUQDO HQWULHYV LQ SDUWLFXODU DQ\ MRXUQDO
RQ RXU XQGHUVWDQGLQJ RI XVXDO EXVLQHVV RSHUDWLRQV DQG ODWH DGMXVW

7KHUH DUH LQKHUHQW OLPLWDWLRQV LQ WKH DXGLW SURFHGXUHV GHVFULEHG DEF
QRQ FRPSOLDQFH ZLWK ODZV DQG UHIJXODWLRQV WKDW DUH QRW FORVHO\ UHODW &
VWDWHPHQWY $0OVR WKH ULVN RI QRW GHWHFWLQJ D PDWHULDO PLVVWDWHPHQW
UHVXOWLQJ IURP HUURU DV IUDXG PD\ LQYROYH GHOLEHUDWH FRQFHDOPHQW E\ |
PLVUHSUHVHQWDWLRQV RU WKURXJK FROOXVLRQ

2XU DXGLW WHVWLQJ PLIKW LQFOXGH WHVWLQJ FRPSOHWH SRSXODWLRQV RI FHUW
DXGLWLQJ WHFKQLTXHV +RZHYHU LW W\SLFDOO\ LQYROYHYVY VHOHFWLQJ D OLPLWH
FRPSOHWH SRSXODWLRQV :H ZLOO RIWHQ VHHN WR WDUJHW SDUWLFXODU LWHPV |
RWKHU FDVHV ZH ZLOO XVH DXGLW VDPSOLQJ WR HQDEOH XV WR GUDZ D FRQFOXYV
VHOHFWHG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



'QGHSHQGHQW DXGLWRUV UHS
RI &RYHQWU\ %XLOGWJIs 6RFLH)

$ IXUWKHU GHVFULSWLRQ RI RXU UHVSRQVLELOLWLHV IRU WKH DXGLW RI WKH ILQD
&RXQFLO-V ZHEVLWH DW ZZZ IUF RUJ XN DXGLWRUVUHVSRQVLELOLWLHV 7KLV GHYV

8VH RI WKLV UHSRUW

7KLV UHSRUW LQFOXGLQJ WKH RSLQLRQV KDV EHHQ SUHSDUHG IRU DQG RQO\ IRU
6HFWLRQ RI WKH %XLOGLQJ 6RFLHWLHV $FW DQG IRU QR RWKHU SXUSRVH :H
DVVXPH UHVSRQVLELOLW\ IRU DQ\ RWKHU SXUSRVH RU WR DQ\ RWKHU SHUVRQ WR .
FRPH VDYH ZKHUH H[SUHVVO\ DJUHHG E\ RXU SULRU FRQVHQW LQ ZULWLQJ

2WKHU UHTXLUHG UHSRUWLQJ
%XLOGLQJ 6RFLHWLHV $FW H[FHSWLRQ UHSRUWLQJ
8QGHU WKH %XLOGLQJ 6RFLHWLHV $FW ZH DUH UHTXLUHG WR UHSRUW WR \RX L

+ DGHTXDWH DFFRXQWLQJ UHFRUGY KDYH QRW EHHQ NHSW E\ WKH 6RFLHW\ RU
+ WKH 6RFLHW\ ILQDQFLDO VWDWHPHQWY DUH QRW LQ DJUHHPHQW ZLWK WKH DFFF
$ ZH KDYH QRW UHFHLYHG DOO WKH LQIRUPDWLRQ DQG H[SODQDWLRQV DQG DFFHV

:H KDYH QR H[FHSWLRQV WR UHSRUW DULVLQJ IURP WKLY UHVSRQVLELOLW\
$SSRLQWPHQW

‘H ZHUH ILUVW DSSRLQWHG E\ WKH 6RFLHW\ IRU WKH ILQDQFLDO \HDU HQGHG 2
ILQDQFLDO \HDUYV

2ZWKHU PDWWHU

7KH 6RFLHW\ LV UHTXLUHG E\ WKH )LQDQFLDO &RQGXFW $XWKRULW\ 'LVFORVXUH *X
ILQDQFLDO VWDWHPHQWY LQ DQ DQQXDO ILQDQFLDO UHSRUW SUHSDUHG XQGHU W}t

5 DQG ILOHG RQ WKH 1DWLRQDO 6WRUDJH OHFKDQLVP Rl WKH )LQDQFLDO &RQG
DVVXUDQFH RYHU ZKHWKHU WKH VWUXFWXUHG GLJLWDO IRUPDW DQQXDO ILQDQFLE
UHTXLUHPHQWYV

2WKHU YROXQWDU\ UHSRUWLQJ

'LUHFWRUV UHPXQHUDWLRQ

7KH 6RFLHW\ YROXQWDULO\ SUHSDUHV D 'LUHFWRUV: 5SHPXQHUDWLRQ 5HSRUW LQ D
7KH GLUHFWRUV UHTXHVWHG WKDW ZH DXGLW WKH SDUW RI WKH 'LUHFWRUV- 5
WR EH DXGLWHG DV LI WKH 6RFLHW\ ZHUH D TXRWHG FRPSDQ\

,Q RXU RSLQLRQ WKH SDUW RI WKH 'LUHFWRUV: 5HPXQHUDWLRQ 5HSRUW WR EH DX
WKH &RPSDQLHV $FW

&KULV 6KHSKHUG 6HQLRU 6WDWXWRU\ $XGLWRU

IRU DQG RQ EHKDOI RI 3ULFHZDWHUKRXVH&RRSHUV //3
&KDUWHUHG $FFRXQWDQWY DQG 6WDWXWRU\ $XGLWRUYV
%LUPLQJKDP

JHEUXDU\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



,OFRPH 6WDWHPHQWYV

JRUWKH \HGHBBHQHFHPEHU

*URXS *URXS 6RFLHW\ 6RFLHW\

1RWHYV oo [ .. P oo [ ... P
,QWHUHVW UHFHLYDEOH DQG VLPLODU LQFRPH
,QWHUHVW SD\DEOH DQG VLPLODU FKDUJHV
I1HW LQWHUHVW LQFRPH
JHHVY DQG FRPPLVVLRQV UHFHLYDEOH
JHHVY DQG FRPPLVVLRQV SD\DEOH
2WKHU RSHUDWLQJ LQFRPH
/IRVVHV I[URP GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV
7TRWDO LQFRPH
$GPLQLVWUDWLYH H[SHQVHV
$FTXLVLWLRQ LQWHIJUDWLRQ UHODWHG FRVWYV
$PRUWLVDWLRQ RI LQWDQJLEOH DVVHWYV
'"HSUHFLDWLRQ RI SURSHUW\ SODQW DQG HTXLSPHQW
,PSDLUPHQW FKDUJH UHOHDVH RQ ORDQV DQG DGYDQFHV WR FXVWRPHUYV
*DLQ RQ DFTXLVLWLRQ RI D VXEVLGLDU\ 3 g 3
BURILW EHIRUH WD]
7TD[DWLRQ
BURILW IRU WKH ILQDQFLDO \HDU

OWDWHPHQWY RI &RPSUHKH

JRU WKBU HQGHBFHPEHU

*URXS *URXS 6RFLHW\ 6RFLHW\

1RWHYV ..P ..P ..P ..P

BURILW IRU WKH ILQDQFLDO \HDU
2WKHU FRPSUHKHQVLYH H[SHQVH LQFRPH
,\WHPV WKDW ZLOO QRW EH WUDQVIHUUHG WR WKH LQFRPH VWDWHPHQW
SHPHDVXUHPHQW RI GHILQHG EHQHILW SHQVLRQ SODQ
7D[DWLRQ
,WHPV WKDW PD\ EH WUDQVIHUUHG WR WKH LQFRPH VWDWHPHQW
)DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH LQYHVWPHQWYV
)DLU YDOXH PRYHPHQWY WDNHQ WR UHVHUYHV
$PRXQW WUDQVIHUUHG WR WKH LQFRPH VWDWHPHQW
7D[DWLRQ 9 9
&DVK IORZ KHGJHV
)DLU YDOXH PRYHPHQWY WDNHQ WR UHVHUYHV
$PRXQW WUDQVIHUUHG WR WKH LQFRPH VWDWHPHQW
7D[DWLRQ
2WKHU FRPSUHKHQVLYH H[SHQVH IRU WKH \HDU QHW RI WD|[
7TRWDO FRPSUHKHQVLYH LQFRPH H[SHQVH IRU WKH \HDU QHW RI WD]

7TKH QRWHV RQWRJIJHRUP SDUW RI WKHVH DFFRXQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



WDODQFH 6KHHWYV

$V DW'HFHPEHU

*URXS *URXS 6RFLHW\ 6RFLHW\
1RWHYV ...P ...P ...P ...P
$VVHWYV
&DVK LQ KDQG DQG EDODQFHV ZLWK WKH %DQN RI (QJODQG
/RDQV DQG DGYDQFHY WR FUHGLW LQVWLWXWLRQV
"HEW VHFXULWLHYV
/RDQV DQG DGYDQFHV WR FXVWRPHUYV
+HGJH DFFRXQWLQJ DGMXVWPHQW
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
,QYHVWPHQW LQ HTXLW\ VKDUHV 3
&XUUHQW WD[ DVVHWYV 3 3
"HIHUUHG WD[ DVVHWYV 3 3 3
,QYHVWPHQWY LQ *URXS XQGHUWDNLQJV 3 3
,QWDQJLEOH DVVHWYV
3URSHUW\ SODQW DQG HTXLSPHQW
2WKHU DVVHWYV 3 3
3UHSD\PHQWY DQG DFFUXHG LQFRPH
3HQVLRQ EHQHILW VXUSOXV 3 3 3
7RWDO DVVHWYV
/LDELOLWLHV
6KDUHV
&XVWRPHU DFFRXQWYV
"HSRVLWV IURP EDQNV
"HEW VHFXULWLHV LQ LVVXH
+HGJH DFFRXQWLQJ DGMXVWPHQW
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
&XUUHQW WD[ OLDELOLWLHV 3 3
"HIHUUHG WD[ OLDELOLWLHYV 3
$FFUXDOV DQG GHIHUUHG LQFRPH
2WKHU OLDELOLWLHYV
3HQVLRQ EHQHILW REOLJDWLRQ
6XERUGLQDWHG OLDELOLWLHYV
6XEVFULEHG FDSLWDO
7RWDO OLDELOLWLHV
(TXLW\
*HQHUDO UHVHUYH
2WKHU HTXLW\ LQVWUXPHQWYV
YDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPHUHVHUYH
&DVK IORZ KHGJH UHVHUYH
7RWDO HTXLW\
7RWDO OLDELOLWLHY DQG HTXLW\
7KH QRWHV RQWRJRVP SDUW RI WKHVH DFFRXQWYV
$SSURYHG E\ WKH %RDUG RHIEGXWDHARAWRUNMQRRVLIQHG RQ LWV EHKDOI E\
'DYLG 7KRUEXUQ BWHSKHQ +XJKHV /HH 5D\ERXOG
&KDLU RI WKH %RDUG &KLHI ([HFXWLYH &KLHI )LQDQFLDO 2IILFHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



BWDWHPHQWY RI &KDQJHV L
QWHUHVW DQG (TXLW\

JRU MVKHDU HQGHGHPEHU

)DLU YDOXH WKURXJK

RWKHU
2WKHU HTXIPMRPSUHKHQMLWKI IORZ KHGJH
*HQHUDO UHVHWMWUXPHQWNWRPH UHVHUYHJHVHUYH 7TRWDO
*URXS .. P .. P ...P ...P ...P
$V DW -DQXDU\
3URILW IRU WKH ILQDQFLDO \HDU s s s
1HW UHPHDVXUHPHQW Rl GHILQHG EHQHILW SODQ ¢ s s
1HW PRYHPHQW LQ IDLU YDOXH WKURXJK RWKHU . .
FRPSUHKHQVLYH LQFRPH UHVHUYH
1HW PRYHPHQW LQ FDVK IORZ KHGJH UHVHUYH 3 s
7RWDO FRPSUHKHQVLYH LQFRPH H[SHQVH 3
'"LVWULEXWLRQ WR $GGLWLRQDO 7LHU FDSLWDO KROGHUV s s
$V DW 'HFHPEHU 3
$V DW -DQXDU\
3URILW IRU WKH ILQDQFLDO \HDU 3 3 3
$GGLWLRQDO 7LHU &DSLWDO UHSXUFKDVHG 3 3
$GGLWLRQDO 7LHU &DSLWDO LVVXHG
1HW UHPHDVXUHPHQW Rl GHILQHG EHQHILW SODQ °® 3 3
1HW PRYHPHQW LQ IDLU YDOXH WKURXJK RWKHU s s
FRPSUHKHQVLYH LQFRPH UHVHUYH
1HW PRYHPHQW LQ FDVK IORZ KHGJH UHVHUYH 3 s
7RWDO FRPSUHKHQVLYH LQFRPH H[SHQVH
'LVWULEXWLRQ WR $GGLWLRQDO 7LHU FDSLWDO KROGHUV s s
$V DW 'HFHPEHU
)DLU YDOXH WKURXJK
RWKHU
2ZWKHU HTXLIAWRPSUHKHQMLWKI IORZ KHGJH
*HQHUDO UHVHUWWWUXPHQ@YNWRPH UHVHUYHJHVHUYH 7TRWDO
6RFLHW\ ..P ..P ...P ...P ..P
$V DW -DQXDU\
3URILW IRU WKH ILQDQFLDO \HDU 3 3 3
1HW UHPHDVXUHPHQW Rl GHILQHG EHQHILW SODQ °® 3 3
1HW PRYHPHQW LQ IDLU YDOXH WKURXJK RWKHU s s s s
FRPSUHKHQVLYH LQFRPH UHVHUYH
1HW PRYHPHQW LQ FDVK IORZ KHGJH UHVHUYH s s
7RWDO FRPSUHKHQVLYH LQFRPH H[SHQVH 3 3
'LVWULEXWLRQ WR $GGLWLRQDO 7LHU FDSLWDO KROGHUV s s
$V DW 'HFHPEHU
$V DW -DQXDU\
3URILW IRU WKH ILQDQFLDO \HDU 3 3 3
$GGLWLRQDO 7LHU &DSLWDO UHSXUFKDVHG 3 3
$GGLWLRQDO 7LHU &DSLWDO LVVXHG
1HW UHPHDVXUHPHQW RI GHILQHG EHQHILW SODQ 3 3 3
1HW PRYHPHQW LQ IDLU YDOXH WKURXJK RWKHU s .
FRPSUHKHQVLYH LQFRPH UHVHUYH
1HW PRYHPHQW LQ FDVK IORZ KHGJH UHVHUYH 3 3
7RWDO FRPSUHKHQVLYH LQFRPH H[SHQVH
'LVWULEXWLRQ WR $GGLWLRQDO 7LHU FDSLWDO KROGHUV 3 s

$V DW 'HFHPEHU

7TKH QRWSFHDVIRQ WR IRUP SDUW RI WKHVH DFFRXQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



6WDWHPHQWYVY RI &DVK )ORZ

JRU WKBBQGHG HFHPEHU

*URXS *URXS 6RFLHW\ 6RFLHW\

1RWHYV - .. P oo [ ... P

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHYV
3URILW EHIRUH WD]J
$GMXVWPHQWYV IRU
(ISHFWHG FUHGLW ORVV SURYLVLRQV
'"HSUHFLDWLRQ DQG DPRUWLVDWLRQ
,QWHUHVW RQ VXERUGLQDWHG OLDELOLWLHY DQG VXEVFULEHG FDSLWDO
&KDQJHV WR IDLU YDOXH DGMXVWPHQW RI KHGJHG ULVN
*DLQ RQ DFTXLVLWLRQ 3 3 3
2WKHU QRQ FDVK PRYHPHQWYV
1RQ FDVK LWHPV LQFOXGHG LQ SURILW EHIRUH WD]
/RDQV DQG DGYDQFHYV WR FUHGLW LQVWLWXWLRQV
/RDQV DQG DGYDQFHVY WR FXVWRPHUV
3UHSD\PHQWY DFFUXHG LQFRPH DQG RWKHU DVVHWYV
&KDQJHV LQ RSHUDWLQJ DVVHWYV
6KDUHYV
&XVWRPHU DFFRXQWY GHSRVLWV DQG RWKHU ERUURZLQJV
$FFUXDOV DQG GHIHUUHG LQFRPH DQG RWKHU OLDELOLWLHYV
&KDQJHV LQ RSHUDWLQJ OLDELOLWLHYV
,QWHUHVW SDLG RQ VXERUGLQDWHG OLDELOLWLHY DQG VXEVFULEHG FDSLWDO
,QWHUHVW SDLG RQ OHDVH OLDELOLWLHYV 3 3 3
7D[DWLRQ 3
1HW FDVK IORZV IURP RSHUDWLQJ DFWLYLWLHV
&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV
1HW FDVK RQ DFTXLVLWLRQ RI VXEVLGLDU\ 3 3 3
3XUFKDVH RI LQYHVWPHQW VHFXULWLHV
6DOH DQG PDWXULW\ RI LQYHVWPHQW VHFXULWLHY DQG HTXLWLHV
3XUFKDVH RI SURSHUW\ SODQW DQG HTXLSPHQW DQG LQWDQJLEOH DVVHWYV
1HW FDVK IORZV IURP LQYHVWLQJ DFWLYLWLHV
&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV
'LVWULEXWLRQV SDLG WR $GGLWLRQDO 7LHU FDSLWDO KROGHUV

/RDQV ZLWK FRQQHFWHG XQGHUWDNLQJV 3 3
,VVXDQFH RI $7 &DSLWDO 3 3
5SHSXUFKDVH RI $7 &DSLWDO 3 3

5HSXUFKDVH DQG UHSD\PHQW RI GHEW VHFXULWLHYV
BULQFLSDO HOHPHQWY RI OHDVH SD\PHQWYV
,VVXH RI GHEW VHFXULWLHYV
1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV
1HW LQFUHDVH LQ FDVK
&DVK DQG FDVK HTXLYDOHQWYV DW VWDUW RI \HDU
&DVK DQG FDVK HTXLYDOHQWYV DW HQG RI \HDU

1HW RI WUDQVDFWLRQ IHHV

,QFOXGHG ZLWKLQ FDVK IORZV IURP RSHUDWLQJ DEWLY{1RYLIOHOM RIQV W RWID@D @YW H U H \
WRWDO LQWHUHVW BDQGLRIQ “PLOORR®/KH *URXS )RU WKH 6RFLHW\ WRWDO LQV
PLOOLRQ PLOOLRQ DQG WRWDO LQWHUHVW SDLG RI .. PLOOLRQ

7KH QRWSFHDVIRQY WR IRUP SDUW RI WKHVH DFFRXQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



1RWHYVY WR WKH DFFRXQWYV

$FFRXQWLQJ SROLFLHV
%DVLV RI SUHSDUDWLRQ

7KHVH DFFRXQWVY KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK 8 QDIEFRFRWIE® QG W ZU
WKH UHTXLUHPHQWY RI WKH %XLOGLQJ 6RFLHWLHV $FW WKH 'LVFORVXUH DQG
$XWKRULW\ )&$ DQG ZLWK%XKRGH GDERVL RWIMWHKH $FFRXQWYV DQG 5HOWWBYW BDWRIY L\
DSSOLFDEOH WR WKH *URXS

7KH DFFRXQWYV FRPSULVH WKH VWDQGDORQH ILQDQFLDO VWDWHPHQWYV Rl WKH 6RF
*URXS 7KH\ KDYH EHHQ SUHSDUHG RQ D KLVWRULFDO FRVW EDVLV DV PRGLILHG E
DUH PHDVXUHG DW IDLU YDOXH $V VWDWHG LQ WKH 'LUHFWRUV:- 5HSRUW WKH GLU
DGRSW WKH JRLQJ FRQFHUQ EDVLV LQ SUHSDULQJ WKH DFFRXQWV

$ VXPPDU\ Rl WKH *URXS V DFFRXQWLQJ SROLFLHV LV VHW RXW ZLWKLQ WKLV QRW!
FRQVLVWHQWO\ WKURXJKRXW WKH FXUUHQW DQG SULRU \HDU ZKHUH DSSOLFDEOH
DSSOLFDWLRQ RI DFFRXQWLQJ SROLFLHV DQG VLJQLILFDQW DFFRXQWLQJ HVWLPDW

7KHVH DFFRXQWY DUH SUHVHQWHG LQ SRXQGV VWHUOLQJ DQG H[FHSW ZKHUH RWHK
KDYH EHHQ URXQGHGPWRONRK GRXQIBWW ... PLOOLRQ

%DVLV RI FRQVROLGDWLRQ

7KH DVVHWYVY OLDELOLWLHVY DQG UHVXOWY RI WKH 6RFLHW\ DQG LWV FRQVROLGDW
ILQDQFLDO VWDWHPHQWY RI WKH *URXS

7KH *URXS FRQVROLGDWHY DQ HQWLW\ I[URP WKH GDWH RQ ZKLFK LW D KDV SRZH
ULJKW WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW ZLWK WKH HQWLW\ DQG
H[HUFLVH RI LWV SRZHUV 8SRQ FRQVROLGDWLRQ LQWUD JURXS WUDQVDFWLRQV |
HOLPLQDWHG

7KH *URXS UHDVVHVVHV ZKHWKHU LW FRQWUROV DQ HQWLW\ LI IDFWV DQG FLUFXP'
PRUH RI WKHVH WKUHH HOHPHQWY 7KH *URXS GHFRQVROLGDWHY HQWLWLHV IURP

$ VWUXFWXUHG HQWLW\ LV DQ HQWLW\ LQ ZKLFK YRWLQJ RU VLPLODU ULJKWV DUH

6WUXFWXUHG HOWLWLHY DUH FRQVROLGDWHG ZKHQ WKH VXEVWDQFH RI WKH UHOD
WKH *URXS FRQVLGHUV IDFWRUV VXFK DV WKH SXUSRVH DQG GHVLJQ RI WKH HQWL
QDWXUH RI WKH UHODWLRQVKLS LQFOXGLQJ SRZHU RYHU WKH VWUXFWXUHG HQWL

7KH 6 RFLHW\ V LQYHVWPHQW LQ VKDUHV LQ LWV VXEVLGLDULHV LV UHFRJQLVHG RC
LPSDLUPHQW

8QFRQVROLGDWHG VWUXFWXUHG HQWLWLHV

'LWKLQ WKH *URXS WKH %DQN LV WKH VSRQVRU RI RQH XQFRQVROLGDWHG VWUXF\
1XPEHU 7KUHH SOF 7KLV VWUXFWXUHG HQWLW\ LV WKHUHIRUH QRW LQFOXGHG ZLV
RQJRLQJ LQWHUHVW UHSUHVHQWY D OHVV WKDQ GH PLQLPLV YDULDELOLW\ RI UHW
FRQVROLGDWH WKLV HQWLW\ RQ DQ DQQXDO EDVLV

&KDQJHV LQ DFFRXQWLQJ VWDQGDUGYV
$GRSWLRQ RI QHZ DQG UHYLVHG VWDQGDUGYV

7KHUH DUH QR DPHQGPHQWY WR VWDQGDUGYV HIIHFWLYH IURP -DQXDU\ WKDW |
*URXS

)XWXUH DFFRXQWLQJ GHYHORSPHQWYV

$PHQGPHQWYV WR WKH &ODVVLILFDWLRQ DQG OHDVXUHPHQW RI )LQDQARMO ,QVWUXHF
HITHFWLYH IRU DFFRXQWLQJ SHULRGYVY EHJLQQLQJ RQ RU DIWHU -DQXDU\ 7TKH I
GHUHFRJQLWLRQ FULWHULD IRU ILQDQFLDO OLDELOLWLHYV ZKHQ XVLQJ DQ HOHFWU
ILQDQFLDO DVVHWY WKDW FRQWDLQ FRQWUDFWXDO WHUPV WKDW FKDQJHRWKH WLF
WKHVH DPHQGPHQWYV LV FXUUHQWO\ EHLQJ DWVRIYW H G LIED)XOVL P\6 ODARW VHRSW KW HGRMXB K

,)56 3UHVHQWDWLRQ DQG 'LVFORVXUHMWVMG NHEWQKFHDIR 8 WHFWRIRPRAWWYJ SHULRGV EHJL
-DQXDU\ DQG ZDV HQGRUVHG IRU XVH LQ WKH 8. LQ '"HFHBBHVHQWDWLR ¥ \WRD QLD
6WDWHPHQWYW PXFK RI ,$6 LV UHWDLQHG LQ ,)56 WKH VWDQGDUG VHWYVY RXW X
GLVFORVXUHV RI LQIRUPDWLRQ LQ WKH ILQDQFLDO VWDWHPHQWY LQ SDUWLFXODU
DUH FXUUHQWO\ EHLQJ DVVHVVHG DQG ZKLOVW LW LV H[SHFWHG WKDW WKH SUHVH
QRW H[SHFWHG WR DIIHFW XQGHUO\LQJ UHFRJQLWLRQ RU PHDVXUHPHQW FULWHULI

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERER XQWYV

$SFFRXQWLQJFERW bFHH V
'"HUHFRJQLWLRQ RI ILQDQFLDO DVVHWYV DQG OLDELOLWLHYV

7KH *URXS GHUHFRJQLVHV ILQDQFLDO DVVHWYV ZKHUH WKH ULJKW WR UHFHLYH FDV
WUDQVIHUUHG ZLWK VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGV RI RZQHUVKL
FDVK IORZV EXW WKH *URXS DVVXPHV DQ REOLJDWLRQ WR SD\ WKH FDVK IORZV WHF
GHUHFRJQLVHG

7KH *URXS GHUHFRJQLVHV ILQDQFLDO OLDELOLWLHYV ZKHQ WKH REOLJDWLRQ LV GL

J)LQDQFLDO DVVHWY DQG OLDELOLWLHY DUH GHUHFRJQLVHG DQG D QHZ LQVWUXPH(¢
HVWDEOLVKHG RQ VXEVWDQWLDOO\ GLIIHUHQW WHUPV DQ H[DPSOH RI WKLV ZRXO(
ORDQ

6HFXULWLVDWLRQ DQG FRYHUHG ERQG WUDQVDFWLRQV

7KH *URXS KDV VHFXURWMWIDGH BDRWQRVQREP WUDQVIHUULQJ WKH ORDQV WR VWUXFWX
7TKHVH VHFXULWLVDWLRQV HQDEOH WKH LVVXDQFH RI GHEW WR LQYHVWRUV ZKR W

KHUH LW LV GHWHUPLQHG WKDW WKH *URXS KDV FRQWURO RYHU WKH HQWLW\ WK
*URXS DFFRXQWYV

7UDQVIHUV RI PRUWJDJH ORDQV WR WKH VWUXFWXUHG HQWLWLHY DUH QRW WUHDYV
UHPDLQ RQ WKH WUDQVIHURU V RZQ %DODQFH 6KHHW DV LW UHWDLQV VXEVWDQWL
WKH DFFRXQWV RI WKH WUDQVIHURU WKH SURFHHGV UHFHLYHG IURP WKH WUDQVII
DFFRXQWHG IRU DV D GHHPHG ORDQ IURP WKH VWUXFWXUHG HQWLW\ DQG DUH GLV

JRU FRYHUHGVERRQDQYVIHUULQJ HQWLW\ DQG QRW WKH VWUXFWXUHG HQWLW\ LVVXt
SURFHHGVY WR WKH VWUXFWXUHG HQWLW\ RQ EDFN WR EDFN WHUPV 7KH VWUXFWX
IRU WKH ORDQV WUDQVIHUUHG IURRB WKH ©ORFFIRXNVQWRURW KMKPPBRRLHW\ QHLWKHU WK
HOQWLW\ QRU WKH FRQVLGHUDWLRQ IRU WKH WUDQVIHU RI PRUWJDJH ORDQV LV UHF

7KH *URXS KDV DOVR LVVXHG GHEW WR EH XVHG DV FROODWHUDO IRU FHQWUDO JR
DIJUHHPHQWY UHSRV DQG VLPLODU WUDQVDFWLRQV 6RPH RU DOO RI WKH GHEW L

,QYHVWPHQWY LQ VXFK VHODWLVYRKHBWGEKBE®&HBI@E GNBERDQ WRIHWKHU ZLWK WKH UHO
FDVK IORZV DUH QRW UHFRJQLVHG LQ WKH 6RFLHW\ V ILQDQFLDO VWDWHPHQWYV

7R PDQDJH LOWHUHVW UDWH ULVN WKH *URXS HQWHUV LQWR GHULYDWLYH WUDQV
LQWHUHVW EDVHG RQ WKH VHFXULWLVHG PRUWJDJHYVY DQG SD\LQJ D UDWH LQKHUHC
WKHVH LOWHUQDO GHULYDWLYHY DUH WUHDWHG DV SDUW RI WKH GHHPHG ORDQ D(
UHOHYDQW PRUWJDJH ORDQV DUH QRW GHUHFRJQLVHG $00 RWKHU GHULYDWLYHYV
H[SODLQHG LQ WKH GHULYDWLYHY DQG KHGJH DFFRXQWLQJ SROLF\ EHORZ

6DOH DQG UHSXUFKDVH DJUHHPHQWY UHSRYV

6HFXULWLHVY VROG VXEMHFW WR D FRPPLWPHQW WR UHSXUFKDVH WKHP DUH UHWDI
ULVNV DQG UHZDUGV RI RZQHUVKLS UHPDLQ ZLWKLQ WKH *URXS 7KH FRXQWHUSDU
6KHHW DV DSSURSULDWH 7KH GLIIHUHQFH EHWZHHQ WKH VDOH DQG UHSXUFKDVH
XVLQJ WKH (IIHFWLYH , QWHUHVW 5DWH (,5 PHWKRG

, QWHUHVW UHFHLYDEOH DQG LQWHUHVW SD\DEOH

JRU LQVWUXPHQWY PHDVXUHG DW DPRUWLVHG FRVW WKH (,5 PHWKRG LV XVHG WR
OLDELOLW\ DQG WR DOORFDWH DVVRFLDWHG LQWHUHVW LQFRPH RU H[SHQVH DQG
UDWH WKDW GLVFRXQWYVY WKH HVWLPDWHG IXWXUH FDVK SD\PHQWY RU UHFHLSWV R
ZKHQ DSSURSULDWH D VKRUWHU SHULRG WR WKH QHW FDUU\LQJ DPRXQW RI WKH
RWKHU FRPSUHKHQVLYH LQFRPH )92&, GHEW LV DOVR LQFOXGHG RQ DQ (,5 EDVLV

,Q FDOFXODWLQJ WKH (,5 WKH *URXS HVWLPDWHYV FDVK IORZV FRQVLGHULQJ DOO F
DVVHWY WKDW DUH LQ GHIDXOW DQG DVVHVVHG DV VWDJH XQGHU ,)56 LOWHUH\
UHFRYHUDEOH DPRXQW 7KH (,5 FDOFXODWLRQ LQFOXGHY DOO GLUHFWO\ DWWULE X
RWKHU SUHPLXPVY DERYH RU EHORZ PDUNHW UDWHV

JHHVY DQG FRPPLVVLRQV

JHHY DQG FRPPLVVLRQV UHFHLYDEOH DQG SD\DEOH WKDW DUH QRW VSUHDG DFURYV
WDNHQ WR LQFRPH RQ DQ DFFUXDOV EDVLY DV WKH UHODWHG REOLJDWLRQV DUH V

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRERRXQWYV

SFFRXQWLQJIFBRW hEHAH V
/IHDVHYV

7KH PDMRULW\ RI WKH *URXS:V OHDVHVY UHODWH WR SURSHUW\ LQFOXGLQJ EUDQEFK
DOVR KDV RWKHU OHDVHV WKDW UHODWH WR FDUV DQG RIILFH HTXLSPHQW

KHUH WKH *URXS HQWHUV LQWR D OHDVH RU FRQWUDFW WKDW PHHWV WKH FULWH
UHFRJQLVHVY DQ DVVHW UHSUHVHQWLQJ LWV ULJKW WR XVH WKH OHDVHG LWHP DQ(

7KH OHDVH OLDELOLW\ LV PHDVXUHG DW WKH SUHVHQW YDOXH RI WKH OHDVH SD\P
FRPSRQHQWY DQG OHDVH H[WHQVLRQ RU WHUPLQDWLRQ RSWLRQV ZKHUH WKH\ DU}

7KHVH SD\PHQWY DUH GLVFRXQWHG XVLQJ WKH *URXS V LQFUHPHQWDO ERUURZLQJ
*URXS V OHDVHYV

7KH ULJKW RI XVH DVVHW LV PHDVXUHG DWIF®RYW QQEQXWILDO ®WKBHEMDNVRIVRMM ELOL'

7KH ULJKW RI XVH DVVHW LV GHSUHFLDWHG RYHU WKH VKRUWHU RI LWV XVHIXO OL
,QFRPH 6 WDWHPHQW DQG WKH LQWHUHVW FKDUJH RQ WKH OHDVH OLDELOLW\ LV U
6WDWHPHQW WKH LQWHUHVW SDLG RQ OHDVH OLDELOLWLHV LV LQFOXGHG LQ ,QW
WKH OHDVH SD\PHQWY LV LQFOXGHG LQ 3ULQFLSDO HOHPHQWY RI OHDVH SD\PHQW:'

([SHQVHY UHODWLQJ WR OHDVHVY WKDW DUH IRU OHVV WKDQ PRQWKY RI ORZ YDC
UHFRJQLVHG LQ WKH ,QFRPH 6WDWHPHQW DV FKDUJHG

2Q DQ RQJIJRLQJ EDVLV WKH *URXS UHYLHZV WKH ULJKW RI XVH DVVHW DQG OHDVH (
UHPHDVXUHPHQW DQG PDNHV DQ DVVHVVPHQW IRU LPSDLUPHQW DV UHTXLUHG

7TD[DWLRQ LQFOXGLQJ GHIHUUHG WD]

&XUUHQW WD[ DVVHWY DQG OLDELOLWLHYVY DUH PHDVXUHG DW WKH DPRXQW H[SHFW
DXWKRULWLHYVY EDVHG RQ WD[ UDWHVY DQG ODZV WKDW DUH HQDFWHG RU VXEVWDQ

'"HIHUUHG WD[ LV UHFRJQLVHG RQ WHPSRUDU\ GLITHUHQFHV DULVLQJ EHWZHHQ WKF
FDUU\LQJ DPRXQWYV LQ WKH ILQDQFLDO VWDWHPHQWYV 'HIHUUHG WD[ DVVHWYV DUH
IXWXUH WD[DEOH SURILWV ZLOO EH DYDLODEOH DJDLQVW ZKLFK WKH\ FDQ EH XWLC
SODQ

'"HIHUUHG WD[ DVVHWVY DQG OLDELOLWLHY DUH PHDVXUHG RQ D QRQ GLVFRXQWHG
WKH UHODWHG DVVHW LV UHDOLVHG RU OLDELOLW\ LV VHWWOHG DQG EDVHG RQ W
HQDFWHG DW WKH UHSRUWLQJ GDWH 'HIHUUHG WD[ DVVHWY DQG OLDELOLWLHV DU
DQG DQ LQWHQWLRQ WR VHWWOH RQ D QHW EDVLV

&XUUHQW DQG GHIHUUHG WD[ LV FKDUJHG RU FUHGLWHG GLUHFWO\ WR WKH 6WDWH#
WKDW DUH FUHGLWHG RU FKDUJHG WR WKH 6WDWHPHQW Rl &RPSUHKHQVLYH ,QFRP
,QFRPH 6WDWHPHQW

WXVLQHVV FRPELQDWLRQV

7KH DFTXLVLWLRQ RI WKH %DQN UHSUHVHQWY D EXVLQHVVY FRPELQDWLRQ XQGHU ,]
PHWKRG ,GHQWLILDEOH DVVHWY DQG OLDELOLWLHY DV ZHOO DV FRQVLGHUDWLRQ
DFTXLVERREBRLOO LV PHDVXUHG DV WKH GLIITHUHQFH EHWZHHQ WKH IDLU YDOXH GH
OLDELOLWLHYV DQG WKH IDLU YDOXHVKIHFRRRAGIHUD WURQYLYD L/ QKHDMVLYH LW LV U
VWDWHPHQW DV D JDLQ RQ2WEBEKWH RQ\U P QXD & OWL RD\DHWD UHVXOW RI WKH EXVLQHVYV
RQH IDLU YDOXH DGMXVWPHQWY DULVLQJ DUH DPRUWLVHG RYHU WKH HVWLPDWHG

6HIPHQWDO UHSRUWLQJ

7KH %RDUG LV UHVSRQVLEOH IRU DOORFDWLQJ UHVRXUFHVY DQG DVVHVVLQJ WKH S|
DV WKH FKLHI RSHUDWLQJ GHFLVLRQ PDNHU

:LWK HIIHFW IURP -DQXDU\ VXEVHTXHQW WR WKH DFTXLVLWLRQ RI WKH %DQN
UHSRUWDEOH VHIJPHQWY DV WKH %RDUG UHYLHZV SHUIRUPDQFH DQG PDNHV GHFLV
VROHO\ ZLWKLQ WKH 8QLWHG .LQJGRP DQG WKHUHIRUH WKHUH LV QR VHIPHQWDO I

J)LQDQFLDO DVVHWYV

JLODQFLDO DVVHWY FRPSULVH FDVK DQG EDODQFHV ZLWK WKHQYWWQN BWERDIYDQG (
VHFXULWLHY ORDQV DQG DGYDQFHV WR FXVWRPHUV GHULYDWLYH ILQDQFLDO LQV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

$SFFRXQWLQJFERW bFHH V
)LQ D QF L D OF DN WAG

$W LQLWLDO UHFRJQLWLRQ WKH *URXS PHDVXUHV ILQDQFLDO DVVHWYVY DW WKHLU I
RQH RI WKH IROORZLQJ PHDVXUHPHQW FDWHJRULHV

¥ $SPRUWLVHG FRVW
¥ )DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )92&,
¥ )DLU YDOXH WKURXJK SURILW DQG ORVV )973/

J)LODQFLDO DVVHWYV DUH FODVVLILHG EDVHG RQ DQ DVVHVVPHQW RI WKH *URXS:-V E
FROWUDFWXDO FDVK IORZ FKDUDFWHULVWLFV

$PRUWLVHG FRVW

JLQDQFLDO DVVHWY KHOG WR FROOHFW FRQWUDFWXDO FDVK IORZV DQG ZKHUH FR(
DQG LQWHUHVW DUH FODVVLILHG DV DPRUWLVHG FRVW 7KLV FDWHJRU\ RI ILQDQFL
(QJODQG ORDQV DVMRE DG QRONNIRINXW DRGVDGYDQFHY WR FXVWRPHUV DQG D VPD(
VHEXULWLHYV

JLQDQFLDO DVVHWYV ZLWKLQ WKLV FDWHJRU\ DUH UHFRJQLVHG RQ HLWKHU WKH UH|
EDQN DFFRXQWV RU ZKHQ WKH IXQGY DUH DGYDQFHG WR ERUURZHUV $IWHU LQLWI
FRVW XVLQJ WKH (,5 PHWKRG OHVV SURYLVLRQ IRU H[SHFWHG FUHGLW ORVVHYV

$VVHWYV DFTXLUHG WKURXJK D EXVLQHVV FRPELQDWLRQ RU SRUWIROLR DFTXLVLWL
7KH IDLU YDOXH DW DFTXLVLWLRQ EHFRPHVY WKH RSHQLQJ DPRUWLVHG FRVW IRU D
UHIOHFW ERWK FUHGLW ULVN DQG LQWHUHVW \LHOG DVVRFLDWHG ZLWK WKH DFTXI
DQG WKH IDLU YDOXH LV VXEVHTXHQWO\ UHFRJQLVHG LQ LQWHUHVW UHFHLYDEOH |

)DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )92&,

JLODQFLDO DVVHWYVY KHOG ZLWK WKH LQWHQW RI FROOHFWLQJ FRQWUDFWXDO FDVK
SD\PHQW RI SULQFLSDO DQG LQWHUHVW DUH FODVVLILHG DQG PHDVXUHG DW )92&
WKH *URXS:V GHEW VHFXULWLHV ZKLFK DUH KHOG WR PDQDJH OLTXLGLW\

$VVHWY DUH PHDVXUHG DW IDLU YDOXH EDVHG RQ TXRWHG PDUNHW SULFHV RU SUI
DYDLODEOH ,Q FDVHV ZKHUH TXRWHG PDUNHW SULFHV DUH QRW DYDLODEOH GLVF

,QWHUHVW RQ )92&, DVVHWV LV UHFRJQLVHG LQ ,QWHUHVW UHFHLYDEOH DQG VLPL
PHWKRG

8QUHDOLVHG JDLQV DQG ORVVHV DULVLQJ IURP FKDQJHV LQ IDLU YDOXH DUH UHFR
H[FHSW IRU LPSDLUPHQW ORVVHV DQG IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV ZKLJ
DQG ORVVHV DULVLQJ RQ WKH VDOH RI )92&, DVVHWY LQFOXGLQJ DQ\ FXPXODWLY}H
FRPSUHKHQVLYH LQFRPH DUH UHFRJQLVHG LQ WKH ,QFRPH 6WDWHPHQW

)DLU YDOXH WKURXJK SURILW DQG ORVV )973/

)973/ LV WKH GHIDXOW FDWHJRU\ IRU ILQDQFLDO DVVHWYV ZKLFK GR QRW PHHW WKH
WKDW DUH FODVVLILHG DV )973/ LQFOXGH GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV
LOQYHVWPHQWY LQ JURXS XQGHUWDNLQJY WKDW DUH GHEW LQVWUXPHQWYV ZLWK ZU

7KHVH DVVHWY DUH FDUULHG DW IDLU YDOXH DQG DUH LQLWLDOO\ UHFRJQLVHG DW

,QWHUHVW LQFRPH DQG FKDQJHV LQ WKH IDLU YDOXH RI GHULYDWLYHVY RWKHU WKL
DFFRXQWLQJ UHODWLRQVKLSY DUH UHFRJQLVHG LQ WKH ,QFRPH 6WDWHPHQW 7KH
DVVHWY DQG OLDELOLWLHV LV GHWDLOHG LQ WKH GHULYDWLYHYVY DQG KHGJH DFFR.

'LYLGHQGY DQG FKDQJHV LQ WKH IDLU YDOXH RI HTXLW\ LQVWUXPHQWY DUH UHFRJ

,PSDLUPHQW RI ILQDQFLDO DVVHWYV

7KH *URXS DVVHVVHV RQ D IRUZDUG ORRNLQJ EDVLV WKH H[SHFWHG FUHGLW ORV:
DPRUWLVHG FRVW DQG )92&, DQG LWV PRUWJIDJH SLSHOLQH FRPPLWPHQWYV )LQDQF
LPSDLUPHQW XQGHU ,)56

,)56 UHTXLUHV WKH *URXS WR FDWHJRULVH LWV ILQDQFLDO DVVHWYV LQWR RQH RI

$VVHWV WKDW DUH SHUIRUPLQJ DUH VKRZQ LQ VWDJH DVVHWYV ZKHUH WKHUH KD\
LQLWLDO UHFRJQLWLRQ DUH LQ VWDJH DVVHWYV WKDW ZHUH QRW FUHGLW LPSDLL
DUH LQ VWDJH DQG DVVHWV WKDW ZHUH 3XUFKDVHG RU 2ULJLQDWHG &UHGLW ,P:
UHFRJQLVH D PRQWK (& DOORZDQFH RQ DOO VWDJH DVVHWY DQG D OLIHWLPH (
:KLOVW VWDJH RU DVVHWYV PD\ FXUH DQG UHYHUW WR VWDJH 32&, DVVHWYV DO:
3XUFKDVHG DVVHWVY WKDW DUH QRW 32&, DUH LQLWLDOO\ DOORFDWHG WR VWDJH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERRXQWYV

SFFRXQWLQJIFSEGRWA hFHAH V
,PSDLUPHQW RI ILQIR®&WD®XHGEVHWYV

7KH *URXS:-V WUHDVXU\ DVVHWYVY DUH LQYHVWPHQW JUDGH DQG WKHUHIRUH DVVXPH
$FFRUGLQJO\ GXH WR WKHRHDEUBPWOWROBHIDXOW 3' RI WKHVH LQVWUXPHQWYV Wt
WKH ILQDQFLDO VWDWHPHQWYV

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

6LJQLILFDQW DFFRXQWLQJ MXGJHPHQWY 2 LGHQWLI\LQJ VLIQLILFDQW LQFUHDVH LC
7KH *URXS FRQVLGHUV D ORDQ WR KDYH H[SHULHQFHG D VLJQLILFDQW LQFUHDVH L
TXDOLWDWLYH TXDQWLWDWLYH RU EDFNVWRS FULWHULD KDYH EHHQ PHW
4XDOLWDWLYH FULWHULD

7KH TXDOLWDWLYH PHDVXUHY XVHG WR DOORFDWH D ORDQ WR VWDJH DUH DOLJQ
SUDFWLFHYVY ,Q VRPH FDVHV WKH TXDOLWDWLYH PHDVXUHY ZLOO EH HYLGHQW EHI|
DUH WKHUHIRUH OHDG LQGLFDWRUV RI D GHWHULRUDWLQJ FUHGLW ULVN 7KHVH T
XQGHUO\LQJ (& PRGHO PHWKRGRORJ\ RU DSSOLHG DV MXGJHPHQWDO DGMXVWPHDQ
MXGIJHPHQWDO DGMXVWPHQWY LV GLVFORVHG LQ 1RWH

2WKHU FULWHULD LQFOXGH FRXQW\ FRXUW MXGJHPHQWY EDQNUXSWF\ ZLWK QR D
HIWHUQDO FUHGLW EXUHDX GDWD WKDW H[FHHGV WKH *URXS:V XQGHUZULWLQJ SR(
SHUIRUPLQJ )RU EXVLQHVV DQG FRPPHUFLDO H[SRVXUHV WKH PDLQ WULJJHU ZRX(
FULWHULD DUH PRQLWRUHG DQG UHYLHZHG SHULRGLFDOO\ IRU DSSURSULDWHQHVV
AXDQWLWDWLYH FULWHULD

7KH *URXS XVHV LOWHUQDO FUHGLW ULVN JUDGLQJVY WKDW UHIOHFW LWV DVVHVVP
FRXQWHUSDUWLHY *LYHQ WKH *URXS:-V YHU\ ORZ ULVN ORDQ ERRN D GHWHULRUD\
YHU\ ORZ 3' 7KHUHIRUH LQ RUGHU IRU WKH ORDQ WR EH DVVHVVHG DV VWDJH Wk
W\SLFDOO\ VXEMHFW WR D PLQLPXP 3' IORRU

%DFNVWRS FULWHULD

,Q DGGLWLRQ D ORDQ LV FRQVLGHUHG WR KDYH H[SHULHQFHG D VLJQLILFDQW LQF
GXH /RDQV VXEMHFW WR WKLY EDFNVWRS PHDVXUH ZLOO W\SLFDOO\ FRQWLQXH W]
IURP WKH GDWH WKDW WKH DUUHDUV IDOO EHORZ RQH FXUUHQW PRQWKO\ UHSD\PF

'"HIDXOW

7KH *URXS FRQVLGHUV D ORDQ WR EH LQ GHIDXOW ZKHQ WKH ORDQ LV WKUHH PRQ\
DUH HTXDO WR WKUHH RU PRUH FXUUHQW PRQWKO\ UHSD\PHQWV $OWHUQDWLYHO\
TXDOLWDWLYH FULWHULD DUH PHW ZKLFK FDQ LQFOXGH WKH IROORZLQJ XQOLNHO

f 7KH FXVWRPHU LV EDQNUXSW DQG WKH DFFRXQW LV LQ DUUHDUV RU WKH FXVWF
WKH ODVW WKUHH \HDUV DW WKH EXUHDX RU ZLWK LOQWHUQDO EDQNUXSWF\

¥ /LWLIDWLRQ SURFHHGLQJVY DJDLQVW WKH ERUURZHU KDYH EHJXQ DQG WKH DFFR

f 7KH ORDQ LV LQWHUHVW RQO\ DQG KDV JRQH WKUHH PRQWKY SDVW WKH VFKHGX
WULJIJHU HYHQW IRU HTXLW\ UHOHDVH ORDQV

f 7KH ORDQ LV LQWHUHVW RQO\ DQG KDV GHOD\HG WKH UHSD\PHQW RI FDSLWDO R
IRUIRUEHDUDQFH UHDVRQV RU XQGHU WKH QHZ WHPSRUDU\ )&$ JXLGDQFH

7TKHVH GHILQLWLRQV ZKHUH UHOHYDQW DOLJQ WR WKH *URXS V LQWHUQDO GHILQL
SXUSRVHYV

,QSXWV DVVXPSWLRQV DQG HVWLPDWLRQ WHFKQLTXHYV

$ ORDQ LV FRQVLGHUHG WR QR ORQJHU EH LQ GHIDXOW L H WR KDYH EHHQ FXUHG
VLQFH LW PHW DQ\ RI WKH DERYH TXDOLWDWLYH DQG TXDQWLWDWLYH FULWHULD |

7KH PHDVXUHPHQW RI H[SHFWHG FUHGLW ORVV UHIOHFWYV
f $Q XQELDVHG DQG SUREDELOLW\ ZHLJKWHG DPRXQW WKDW LV GHWHUPLQHG E\ H
¥ 7TKH WLPH YDOXH RI PRQH\

¥ 5SHDVRQDEOH DQG VXSSRUWDEOH LQIRUPDWLRQ WKDW LV DYDLODEOH ZLWKRXW >
HYHQWYV FXUUHQW FRQGLWLRQV DQG IRUHFDVWYV RI IXWXUH HFRQRPLF FRQGLWL

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERERXQWYV

SFFRXQWLQJFBE®RW hFHAH V
/IRDQV DQG DGYDQFHVFWARVEXMWRPHUYV
,QSXWV DVVXPSWLRQV DQG HVAWREDWQRBGVHFKQLTXHV

([SHFWHG FUHGLW ORVVHV (&/V EHLQJ IRUZDUG ORRNLQJ DUH GLVFRXQWHG EDF
PXOWLSO\LQJ WKH SUREDELOLW\ RI GHIDXOW 3' H[SRVXUH DW GHIDXOW ($' DQG

¥ 7KH 3" UHSUHVHQWYV WKH OLNHOLKRRG RI D ERUURZHU GHIDXOWLQJ RYHU HLWKH
RI WKH PRUWJDJH EHLQJ WKH FRQWUDFWXDO OLIHWLPH

f ($' LV WKH DPRXQW WKH *URXS H[SHFWV WR EH RZHG DW WKH WLPH RI GHIDXOW

f /*" UHSUHVHQWYV WKH *URXS:-V H[SHFWDWLRQ RI WKH HI[WHQW RI ORVV RQ D GHID.
OLNHO\ VDOHVY FRVW DQG SRWHQWLDO GLVFRXQW QHHGHG WR VHFXUH D VDOH

ORUH LQIRUPDWLRQ RQ WKH IRUZDUG ORRNLQJ LQIRUPDWLRQ LQFRUSRUDWHG LQ W

3RVW PRGHO DGMXVWPHQWYV

7KH *URXS DSSOLHV SRVW PRGHO DGMXVWPHQWY 30%V WR UHIOHFW (&/V UHODWL(
H[LVWLQJ PRGHOV DQG DV D UHVXOW PDQDJHPHQW MXGJHPHQW DQG HVWLPDWLRQ

7KH DVVXPSWLRQV XVHG LQ FDOFXODWLQJ (&/V DUH UHJXODUO\ UHYLHZHG DQG PR
DVVHVVHG E\ PDQDJHPHQW LQ OLQH ZLWK LQWHUQDO SROLF\ 7KLV LV XVHG DFURYV
RI WKH SUHGLFWHG 3' RU /*" RI DQ DFFRXQW DJDLQVW WKH DFWXDO RXWWXUQ

(& DOORZDQFH RQ DFTXLUHG SRUWIROLRYV

JROORZLQJ DQ DFTXLVLWLRQ WKH DFTXLUHH L H WKH *URXS LV UHTXLUHG XQGHL
WKH DFTXLUHG QRQ FUHGLW LPSDLUHG ILQDQFLDO DVVHWYVY 7KHUHHRQHEHWLOO &I WK
UHFRJQLVHG E\ WKH *URXS LQ VWDJH /IRDQV WKDW DUH FUHGLW LPSDLUHG RQ DF
FUHGLW LPSDLUHG 32&, ZLWK DQ\ FUHGLW ULVN DJDLQVW WKHVH DVVHWYV FRYH
WKH DVVHWYV 6XFK FUHGLW LPSDLUHG ORDQV UHPDLQ FDWHJRULVHG DV 32&, WKUR
LPSURYHPHQW LQ FUHGLW TXDOLW\

*RYHUQDQFH RI ([SHFWHG &UHGLW /RVVHV

*RYHUQDQFH RYHU (&/V LV HIRXNBELME AR XWUNLWKHKHURXS (&/* ZKLFK PHHWV RQ D UH
TXDUWHUO\ (&/* LV PDGH XS RI PHPEHUV IURP WKH )LQDQFH DQG &UHGLW 5LVN IXQ
DQG WKLUG OLQHV RI GHIHQFH 7KH\ DUH UHVSRQVLEOH IRU WKH UHYLHZ RI NH\ DV
FDOFXODWLRQV VXFK DV WKH VWDJLQJ FULWHULD RU QHHG IRU SRVW PRGHO DGMX
LQIRUPDWLRQ DQG DVVHVVLQJ H[LVWLQJ DQG IXWXUH ULVNV WR WKH SRUWIROLR ¢
ZLWK RYHUVLJKW SHUIRUPHG E\ WKH %RDUG $XGLW &RPPLWWHH

*RYHUQDQFH RYHU WKH ,)56 (&/ PRGHOV LV FDUULHG RXW E\ WKH ORGHO 5LVN &RF
SHUIRUPDQFH PRGHO PRQLWRULQJ DQG PRGHO YDOLGDWLRQ DW UHJXODU LQWHUY
HQKDQFHPHQWY DUH FDUULHG RXW 6HH WKH 5LVN ODQDJHPHQW 5HSRUW IRU PRUH

(&/V IRU ORDQV DQG DGYDQFHV WR FXVWRPHUV UHGXFH WKH FDUU\LQJ DPRXQW RI
PRYHPHQW LQ (&/V LV LQFOXGHG LQ ,PSDLUPHQW FKDUJH LQ WKH ,QFRPH 6WDWHPFE
XQGUDZQ IDFLOLWLHY WKH SURYLVLRQ LV LQFOXGHG LQ WKH (&/ SURYLVLRQ LQ W

YXUWKHU LQIRUPDWLRQ RQ 30$ LQ SODFH DW WKH \HDU HQG FDQ EH IRXQG LQ QRW,

&DOFXODWLRQ RI HISHFWHG FUHGRIMWMQURMWKQERXS)EQ GHUWDNLQJIV

/IRDQV ZLWK JURXS XQGHUWDNLQJY DUH YDOXHG DW FRVW OHVV DQ\ SURYLVLRQ IR
IRU HYLGHQFH RI SRWHQWLDO LPSDLUPHQW RU VLJQLILFDQW LQFUHDVH LQ FUHGLW
6WDWHPHQW 1R LPSDLUPHQW KDV EHHQ LGHQWLILHG

:ULWH RIl SROLF\

7KH *URXS ZULWHV RIl ILQDQFLDO DVVHWYVY ZKHQ LW KDV H[KDXVWHG DOO SUDFWLF
UHDVRQDEOH H[SHFWDWLRQ RI UHFRYHU\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERERXQWYV

SFFRXQWLQJIFBRW hEHAH V

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

7KH *URXS KROGY GHULYDWLYH ILQDQFLDO LQVWUXPHQWY RQO\ WR PDQDJH WKH U
OLDELOLWLHY DQG LWV IRUHLJQ FXUUHQF\ WUDQVDFWLRQV DQG QRW IRU VSHFXOI

$00 HIWHUQDO GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH FDUULHG DW IDLU YDC
IORZV XVLQJ \LHOG FXUYHV WKDW DUH EDWHBHRY XRAMHUNDEOWHDPXHBN VW S®LWW H DG
IRU FUHGLW ULVN WR WKH HIWHQW QRW DOUHDG\ LQFOXGHG LQ WKH YDOXDWLRQ

+HGJH DFFRXQWLQJ

7KH *URXS DSSOLHV WKH UHTXLUHPHQWYV RI ,$6 IRU KHGJH DFFRXQWLQJ :KHUH V
FULWHULD IRU KHGJH DFFRXQWLQJ VHW RXW LQ ,$6 DUH PHW WKH *URXS DSSOLF
GHULYDWLYH DV HLWKHU KHGJLQJ IDLU YDOXH RU FDVK IORZ ULVNV 7KH *URXS XQ
KHGJH DFFRXQWLQJ EDVLYV

7KH DFTXLVLWLRQ RI WKH %DQN LQFOXGHG D SRUWIROLR RI QRQ LOWHUHVW EHDUL
WKDW KDYH QRW EHHQ SUHYLRXVAKHKHIRX & LKWDK/LQHOKH G URX S8 KH SURYLVLRQV RI 8.
DOORZV DQ HIITHFWLYH KHGJH DFFRXQWLQJ UHODWLRQVKLS WR EH GHVLIJQDWHG IR
LOQWHUHVW EHDULQJ FXUUHQW DFFRXQWY EDVHG RQ EHKDYLRXUDO PRGHOOLQJ RI

)DLU YDOXH KHGJHV

&KDQJHV LQ WKH IDLU YDOXH RI GHULYDWLYHY WKDW DUH GHVLJQDWHG LQ IDLU YL
6WDWHPHQW XQGHU 1HW JDLQV ORVVHV IURP GHULYDWLYH ILQDQFLDO LQVWUXPHQ
WRIJHWKHU ZLWK WKH FKDQJH LQ IDLU YDOXH RI WKH KHGJHG DVVHW RU OLDELOLW
ULVN 7KLV DOVR DSSOLHV LI WKH KHGJHG LWHP LV FODVVLILHG DV DQ )92&, ILQDC

&DVK IORZ KHGJHV

*DLQV DQG ORVVHV RQ GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV KHGJLQJ WKH YDUL
DUH UHFRJQLVHG GLUHFWO\ WKURXJK WKH 6WDWHPHQW RI &RPSUHKHQVLYH ,QFRP|
SRUWLRQ RI WKH JDLQ RU ORVV RQ WKH KHGJLQJ LQVWUXPHQW LV UHFRJQLVHG LQ
WKH KHGJH LV GHHPHG LQHIIHFWLYH XQGHU ,$6 $Q\ DPRXQWYV GHIHUUHG WR WK
UHF\FOHG WR WKH ,QFRPH 6WDWHPHQW ZKHQ WKH XQGHUO\LQJ DVVHW RU OLDELOL
H[DPSOH ZKHQ IRUHLJQ H[FKDQJH PRYHPHQWYV RFFXU

, QWDQJLEOH DVVHWYV

,QWDQJLEOH DVVHWY DUH VWDWHG DW FRVW OHVV DFFXPXODWHG DPRUWLVDWLRQ
DVVRFLDWHG ZLWK WKH RSHUDWLRQ RI WKHVH LQWDQJLEOHY DUH FKDUJHG WR WK
FKDUJHG WR WKH ,QFRPH 6WDWHPHQW RQ D VWUDLJKW OLQH EDVLVY RYHU WKH XVH
DVVHW LV UHDG\ IRU XVH

7KH XVHIXO OLIH RI FRPSXWHU VRIWZDUH LV UHYLHZHG E\ PDQDJHPHQW DW HDFK I
DQG HLJKW \HDUV IRU DVVHWYV ZKLFK DUH FXUUHQWO\ LQ XVH

6RIWZDUH GHYHORSPHQW FRVWY ERWK LQWHUQDO DQG H[WHUQDO DQG SXUFKDVFHE
KDUGZDUH SXUFKDVH DUH UHFRJQLVHG DV DQ LQWDQJLEOH DVVHW LI LW LV SURED
LV VHSDUDWHO\ LGHQWLILDEOH DQG F LW ZLOO JHQHUDWH IXWXUH HFRQRPLF EH
*URXS DQ DVVHVVPHQW RI FDSLWDOLVDWLRQ FULWHULD LQFOXGLQJ IXWXUH HFRQ
DQG UHYLHZHG LQ DFFRUGDQFH ZLWK DJUHHG JRYHUQDQFH SURFHVVHYV

,QWDQJLEOH DVVHWYV KHOG E\ WKH *URXS DOVR LQFOXGHY D FRUH GHSRVLW UHOD\V
FRPELQDWLRQV DQG LV KHOG DW FRVW HTXLYDOHQW WR IDLU YDOXH DW DFTXLVL\
7LV DFRUWLVHG RYHU DQ HVWLPDWHG XVHIXO OLIH RI ILYH \HDUV RQ D VWUDLJKW

,QWDQJLEOH DVVHWYVY LQFOXGLQJ DVVHWY LQ WKH FRXUVH RI FRQVWUXFWLRQ DU}
ZKHQHYHU HYHQWYV RU FKDQJHV LQ FLUFXPVWDQFHY LQGLFDWH WKDW WKH FDUU\L
KHUH LPSDLUPHQW LV LGHQWLILHG WKH DVVHW LV ZULWWHQ GRZQ LPPHGLDWHO\
LPSDLUPHQW DPRXQW LV FKDUJHG WR WKH ,QFRPH 6WDWHPHQW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRERERXQWYV

SFFRXQWLQJIFBRW hEHAH V

BURSHUW\ SODQW DQG HTXLSPHQW
BURSHUW\ SODQW DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV DFFXPXODWHG Gt

7KH FDUU\LQJ YDOXHV RI SURSHUW\ SODQW DQG HTXLSPHQW DUH UHYLHZHG DW HI
HYHQWY RU FKDQJHV LQ FLUFXPVWDQFHYV LQGLFDWH WKDW WKH FDUU\LQJ YDOXH P
DVVHW LV ZULWWHQ GRZQ LPPHGLDWHO\ WR WKH HVWLPDWHG UHFRYHUDEOH DPRX

*DLQV DQG ORVVHV RQ GLVSRVDOV DUH GHWHUPLQHG E\ FRPSDULQJ WKH QHW GLV:¢
DQG DUH LQFOXGHG ZLWKLQ WKH ,QFRPH 6WDWHPHQW

'"HSUHFLDWLRQ FRPPHQFHYV ZKHQ WKH DVVHW LV UHDG\ IRU XVH DQG LV SURYLGHG
OLIH RI WKH DVVHW ZKLFK LV W\SLFDOO\ DV IROORZV

JUHHKROG DQG ORQJ OHDVHKROYKBUERN LSHALLQRIY Rl \HDUYV
/JHDVHKROG DGDSWDWLRQV 6KRUWHU RI UHPDLQLQJ WHUP RI WKH OHDVH DQG XV
(TXLSPHQW IL[WXUHV DQG ILWKMULKHWR HLIJKW \HDUV

(PSOR\HH EHQHILWYV
3HQVLRQV
7KH *URXS RSHUDWHV ERWK GHILQHG EHQHILW DQG GHILQHG FRQWULEXWLRQ SHQV

&ROQWULEXWLRQV WR WKH GHILQHG FRQWULEXWLRQ SHQVLRQ VFKHPHY DUH UHFRJ(
LQFXUUHG RQ DQ DFFUXDOV EDVLV

7KH *URXS V QHW REOLJDWLRQV XQGHU HDFK GHILQHG EHQHILW SHQVLRQ VFKHPH |
DFWXDULHV 7KH QHW REOLJDWLRQV DUH FDOFXODWHG DV WKH GLIITHUHQFH EHWZH
DPRXQW RI IXWXUH HQWLWOHPHQWY HDUQHG E\ WKH VFKHPHY PHPEHUV IURP VHU)
YDOXHV XVLQJ D UDWH EDVHG RQ DQ LQGH[ Rl ORQJ GDWHG $$ UDWHG FRUSRUDWH
DOORZV WKH QHW REOLJDWLRQ RI HDFK VFKHPH WR EH H[SUHVVHG DV HLWKHU D V:
DVVHW RU D OLDELOLW\ UHVSHFWLYHO\ LQ WKH *URXS V DFFRXQWY DW WKH %DODC

*DLQV RU ORVVHV DULVLQJ IURP WKH UHPHDVXUHPHQW RI WKH GHILQHG EHQHILW S
WKH\ RFFXU LQ WKH 6WDWHPHQW RI &RPSUHKHQVLYH ,QFRPH

2WKHU ORQJ WHUP HPSOR\HH EHQHILWYV

7KH FRVW RI ERQXVHV SD\DEOH PRQWKY RU PRUH DIWHU WKH HQG RI WKH ILQDQF
LQ WKH \HDU LQ ZKLFK WKH HPSOR\HHVY UHQGHU WKH UHODWHG VHUYLFH

6KRUW WHUP HPSOR\HH EHQHILWYV

7KH FRVW Rl VKRUW WHUP HPSOR\HH EHQHILWY LQFOXGLQJ ZDJHV DQG VDODULHYV
PRQWKY DQG KHDOWKFDUH LV UHFRJQLVHG LQ WKH \HDU RI VHUYLFH

JLQDQFLDO OLDELOLWLHYV

JLODQFLDO OLDELOLWLHYVY LQFOXGH VKDUHV FXVWRPHU DFFRXQWY EDQN DQG RWK
LOQOVWUXPHQWY VXERUGLQDWHG OLDELOLWLHY DQG VXEVFULEHG FDSLWDO 7KH *U]
FDWHJRULHYV

$PRUWLVHG FRVW

JLODQFLDO OLDELOLWLHY RWKHU WKDQ WKRVH FODVVLILHG DV IDLU YDOXH WKUR X
EDVLV UHIOHFWLQJ WKHLU IDFH YDOXH DGMXVWHG IRU DQ\ XQDPRUWLVHG SUHPLXF
DWWULEXWDEOH WR WKH DFTXLVLWLRQ RU LVVXH

$PRUWLVDWLRQ LV UHFRJQLVHG LQ ,QWHUHVW SD\DEOH DQG VLPLODU FKDUJHV DW

)DLU YDOXH WKURXJK SURILW DQG ORVYV

$00 GHULYDWLYHVY DUH FDUULHG DW IDLU YDOXH &KDQJHV LQ WKH IDLU YDOXH RI
DFFRXQWLQJ UHODWLRQVKLSY DUH UHFRJQLVHG LQ WKH ,QFRPH 6WDWHPHQW 7KH
DVVHWY DQG OLDELOLWLHV LV GHWDLOHG LQ WKH GHULYDWLYHY DQG KHGJH DFFR’
GHULYDWLYHV LQ FDVK IORZ KHGJH DFFRXQWLQJ UHODWLRQVKLSY VHH WKH DFFR>

,Q WKH 6RFLHW\ RQO\ VSHFLILF GHEW VHFXULWLHY LQ LVVXH DQG VXERUGLQDWHG
WR DYRLG DQ DFFRXQWLQJ PLVPDWFK ZKHUH WKH ILQDQFLDO LQVWUXPHQWY KDYH
EDVLVY DQG WKH FRUUHVSRQGLQJ LQWHUQDO DVVHWYVY KDYH EHHQ PDQGDWRULO\ FC
DW WKH *URXS OHYHO WKHVH LQVWUXPHQWY DUH FODVVLILHG DW DPRUWLVHG FR\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRERERXQWYV

$SFFRXQWLQJFE®RW L FHA V
3URYLVLRQV DQG FRQWLQJHQW OLDELOLWLHYV

$ SURYLVLRQ LV UHFRJQLVHG ZKHQ WKHUH LV D SUHVHQW REOLJDWLRQ DV D UHVXH
EH VHWWOHG DQG WKH DPRXQW FDQ EH HVWLPDWHG UHOLDEO\

&RQWLQIJHQW OLDELOLWLHY DUH SRWHQWLDO REOLJDWLRQV IURP SDVW HYHQWYV Z
OLDELOLWLHY DUH QRW UHFRJQLVHG ZLWKLQ WKH %DODQFH 6KHHW
(TXLW\ LQVWUXPHQWYV

JLOQODQFLDO LQVWUXPHQWY DUH FODVVLILHG DV HTXLW\ LOQVWUXPHQWYV ZKHUH WKH
LQ WKH *URXS KDYLQJ D SUHVHQW REOLJDWLRQ WR GHOLYHU FDVK DQRWKHU ILQD
:KHUH WKH *URXS GRHV KDYH D SUHVHQW REOLJDWLRQ WKH LQVWUXPHQW LV FOD\)

7KH SURFHHGV RI WKH LVVXDQFH RI HTXLW\ LOQOVWUXPHQWY DUH LQFOXGHG LQ HTXI
LVVXDQFH

'LVWULEXWLRQV WR KROGHUV RI HTXLW\ LQVWUXPHQWY DUH UHFRJQLVHG ZKHQ WK
JHQHUDO UHVHUYH

JRUHLJQ FXUUHQF\ WUDQVODWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ SRXQGV VWHUC

YRUHLJQ FXUUHQF\ WUDQVDFWLRQV DUH WUDQVODWHG LQWR VWHUOLQJ XVLQJ WKF
WUDQVDFWLRQV ORQHWDU\ LWHPV GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DUH U}l
6KHHW GDWH )RUHLJQ H[FKDQJH JDLQV DQG ORVVHV UHVXOWLQJ IURP UH WUDQVO
WKH ,QFRPH 6WDWHPHQW ZLWKLQ ,QWHUHVW SD\DEOH DQG VLPLODU FKDUJHV

&DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY LQ WKH 6WDWHPHQW RI &DVK )ORZV FRPSULVH EDOI
WKH GDWH RI DFTXLVLWLRQ LQFOXGLQJ FDVK DQG QRQ UHVWULFWHG EDODQFHYV Z
LOVWLWXWLRQV 5HVWULFWHG EDODQFHV VXFK DV FDVK FROODWHUDO DUH H[FOXG

)56 GLVFORVXUH

JRU HDVH Rl UHIHUHQFH FHUWDLQ DXGLWHG ,)56 GLVFORVXUHY UHODWHG WR FUHC
ZLWKLQ WKH 5LVN ODQDJHPHQW 5HSRUW

$ PDWXULW\ DQDO\VLV IRU DOO DVVHWY DQG OLDELOLWLHYV LV SUHVHQWHG LQ WKFHE
5HSRUW

$XGLWHG LQIRUPDWLRQ LV DOVR LQFOXGHG ZLWKLQ WKH 'LUHFWRUV:- 5HPXQHUDWL
DXGLWHG DUH FRYHUHG E\ WKH ,QGHSHQGHQW $XGLWRUV 5HSRUW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERERXQWYV

"XGJHPHQW LQ DSSO\LQJ DFFRXQWLQJ SROLFLH
DFFRXQWLQJ HVWLPDWHYV

,Q WKH SURFHVYV RI DSSO\ILHM DVWHR XQRWAUD P BRIODLMIDULRXV MXGIJHPHQWY HVWLPDW
KDG D VLIQLILFDQW HIIHFW RQ WKH DPRXQWYV UHFRJQLVHG LQ WKH ILQDQFLDO VWI
HVYWLPDWHV WKDW FRXOG DIITHFW WKH UHSRUWHG DPRXQW RI DVVHWY DQG OLDELO
\HDUV

,Q UHODWLRQ WR WKH DFTXLVLWLRQ RI WKH %DQN RQ -DQXDU\ WKH *URXS PD
UHVSHFW RI YDOXDWLRQ WHFKQLTXHV PRGHOOLQJ DVVXPSWLRQV DQG HVWLPDWH)
LGHQWLILDEOH DVVHWY DFTXLUHG DQG OLDELOLWLHYVY DVVXPHG 7KLV UHVXOWHG L
JXUWKHU LQIRUPDWLRQ LV LQFOXGHG LQ QRWH

2WKHU VLIJQLILFDQW MXGJHPHQWY DVVXPSWLRQV DQG HVWLPDWHY DUH GLVFORVH

6LIJQLILFDQW DFFRXQWLQJ SROLF\ MXGJHPHQWYV IRWHYV
'"HWHUPLQLQJ D VLIQLILFDQW LQFUHDVH LQ FUHGLW ULVN 6,&5 XQGHU ,)56

6LIQLILFDQW DFFRXQWLQJ DVVXPSWLRQV DQG HVWLPDWHV
OHDVXUHPHQW RI GHIHUUHG WD[ DVVHWV LQ UHVSHFW RI IXWXUH WD[DEOH SURILW

7KH/LJQLILFDQW DFFRXQWLQJ SROLF\ MXGJHPHQWY LQFOXGHG WKH FODVVLILFDWLE
SULRU \HDU $V D UHVXOW RI WKLV EHLQJ D VPDOO UHVLGXDO DQG FORVHG SRUWIF
DFFRXQWLQJ SROLF\ MXGJPHQW

,Q WKH SULRU \HDU WKH VLIJQLILFDQW DFFRXQWLQJ DVVXPSWLRQV DQG HVWLPDWF
SURYLVLRQ RQ ORDQV DQG DGYDQFHV WR FXVWRPHUV WKH DSSOLFDWLRQ RI SRVW
LOQFRUSRUDWHG LQ WKH (& PRGHOV $V D UHVXOW RI WKH QDWXUH RI ULVN LQ WKF
ILODQFLDO VWDWHPHQWY WKHVH DUH QR ORQJHU FODVVHG DV D VLIQLILFDQW DFF

6HIPHQWDO UHSRUWLQJ

&RYHQWU\ %XLOGLQJ 6RFLHW\ DQG LWV VXEVLGLDULHY DOO RSHUDWH LQ WKH 8QL)\
DQDO\VLV KDV EHHQ SUHVHQWHG

7KH FKLHI RSHUDWLQJ GHFLVLRQ PDNHU KDV EHHQ LGHQWLILHG DV WKH *URXS %RIL
UHSRUWLQJ LQ RUGHU WR DVVHVV SHUIRUPDQFH DQG DOORFDWH UHVRXUFHV 2SHL
ZLWK WKH LQWHUQDO UHSRUWLQJ SURYLGHG WR WKH %RDUG

7KH *URXS RSHUDWHYV ZLWK WKH IROORZLQJ WZR VHIJPHQWYV

6RFLHW\ VXESURYAX&HY UHWDLO ILQDQFLDO VHUYLFHVY DFURVV PRUWJDJHYV DQG VDY
FXVWRPHUV ,QFOXGHV DOO LQFRPH DQG FRVWYV DVVRFLDWHG ZLWK &RYHQWU\ % XL
/I WG DQG WKH FRQVROLGDWHG 6SHFLDO 3XUSRVH 9HKLFOHV 639 QDPHO\ &RYHQW
*RGLYD &RYHUHG %RQGV //3 DQG ®RMRPLF ODVWHU ,VVXHU

%DQN VXE BURX¥EGHYVY UHWDLO DQG EXVLQHVYVY EDQNLQJ VHUYLFHYVY DFURVY PRUWJD.
OHQGLQJ SURGXFWYV WR LQGLYLGXDO EXVLQHVV DQG FRPPHUFLDO FXVWRPHUV ,Q
RSHUDWLYH %DQN +ROGLQJV S OF 7KH &R RSHUDWLYH %DQN S O F DQG WKHLU V
&RYHUHG %RQGV //3

,Q DGGLWLRQ WR WKH WZR VHIJPHQWYV LGHQWLILHG DERYH FHUWDLQ RWKHU ILQDQ
UHVXOW RI FRPELQLQJ WKH WZR RUJDQLVDWLRQ VHIPHQWYVY WRJHWKHU 7KHVH KDY
FDWHJRU\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERERXQWYV

6HIPHQWDO UWR@NWHEIWLQJ

7KHUH LV QR FRPSDUDWLYH VHIJPHQWDO UHSRUWLQJ GLVFORVHG IRU WKH SULRU S
KDG QR VHSDUDWHO\ LGHQWLILHG VHIJPHQWYV EHLQJ D ZKROO\ 8. RSHUDWLQJ UHWI
OLFHQFH

6RFLHW\ VXE %DRNSVXE JURRKQVROLGDWLRGQURXS

. P .. P .. P .. P
1HW LQWHUHVW LQFRPH
2WKHU QRQ LQWHUHVW H[SHQVH LQFRPH
7RWDO LQFRPH
$GPLQLVWUDWLYH H[SHQVHYV 3
$FTXLVLWLRQ LQWHJUDWLRQ UHODWHG FRVWYV 3

$PRUWLVDWLRQ DQG GHSUHFLDWLRQ

,PSDLUPHQW FKDUJH

*DLQ RQ DFTXLVLWLRQ RI D VXEVLGLDU\ g g
BURILW EHIRUH WD]|

7TRWDO DVVHWYV
7TRWDO OLDELOLWLHYV

1IHW LQWHUHVW LQFRPH RI 6RFLHW\ VXE JURXS DQG %DQN VXE JURXS LQFOXGHV LQWHUFRPSDQ\ LQWHUHVW RI ... P SDLG E

JOMUHVW UHFHLYDEQK PRRHVLPLODU

*URXS *URXS 6RFLHW\ 6RFLHW\

... P ...P ...P ...P
2Q ILQDQFLDO DVVHWV PHDVXUHG DW DPRUWLVHG FRVW
/RDQV DQG DGYDQFHVY WR FXVWRPHUV
&RQQHFWHG XQGHUWDNLQJV 3 3
,QWHUHVW RQ RWKHU OLTXLG DVVHWYV
,QWHUHVW DQG RWKHU LQFRPH RQ GHEW VHFXULWLHV PHDVXUHG DW )92&,
1HW LQFRPH RQ ILQDQFLDO LQVWUXPHQWY LQ D TXDOLI\LQJ KHGJH UHODWLRQVKLS

7TRWDO LQWHUHVW UHFHLYDEOH DQG VLPLODU LQFRPH FDOFXODWHG XVLQJ WKH (,5
PHWKRG

,QWHUHVW LQFRPH RQ GHULYDWLYHVY QRW LQ D GHVLJQDWHG KH&JLQJ UHGDWLRQVIKLS
7RWDO LQWHUHVW UHFHLYDEOH DQG VLPLODU LQFRPH

L QWHRVRVW KHU OLTXLG DVWHWO LRF OKG AWK H. *RIRXGLRQGRU WKH 6RAFUHOMLRQ *URXS DQG 6RFLHW\ LQ UHVSHFW RI LQWHUE
ZLWK WKH %DQN RI (QJODQG

QWHUHVW SD\DEOH DQG VLPLODU FKDUJHYV

*URXS *URXS 6RFLHW\ 6RFLHW\

. P .. P ..P .. P

2Q VKDUHV KHOG E\ LQGLYLGXDOV
2Q FXVWRPHU DFFRXQWYV 3 g 3
2Q VXEVFULEHG FDSLWDO
2Q RWKHU GHSRVLWY DQG ERUURZLQJV
6XERUGLQDWHG OLDELOLWLHV
'"HEW VHFXULWLHV LQ LVVXH

/RDQV IURP FRQQHFWHG XQGHUWDNLQJV g 3
2WKHU
I1HW H[SHQVH IURP KHGJLQJ LQVWUXPHQWYV
JRUHLJQ FXUUHQF\ ORVVHV 3 3

7RWDO LQWHUHVW SD\DEOH DQG VLPLODU FKDUJHYV

2WKHQWHUHVW SD\DEORLOQFIRXG HRU .WKH PURRERD@GRU. WKH 6RFUIHOMLRQ *URXS DQG 6RFLHW\ UHODWLQJ WR LQWHUHVW R(
7HUP )XQGLQJ 6FKHPHODQRBQ..IRU WKH PURRER@CGRU. WKH 6RFLEWARQ *URXS DQG 6RFLHW\ RI LQWHUHVW RQ FROODWHUDO LQ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERER XQWYV

JHHVY DQG FRPPLVVLRQV UHFHLYDEOH

*URXS *URXS 6RFLHW\ 6RFLHW\
coo [ ... P coo [ ... P
ORUWJDJH UHODWHG DGPLQLVWUDWLRQ IHHV
&XUUHQW DFFRXQWYV 3 3 3
&UHGLW FDUGYV 3 g 3
2WKHU IHHVY DQG FRPPLVVLRQV g

7RWDO

*URXS IHHVY DQG FRPPLVVLRQV UHFHLYDEOH IRU FXUUHQW DFFRXQWYV UHSUHVHQWYV
DFFRXQWYV

JHHVY DQG FRPPLVVLRQV SD\DEOH

*URXS *URXS 6RFLHW\ 6RFLHW\
..P ..P ..P ..P
ORUWJIJDJH UHODWHG DGPLQLVWUDWLRQ IHHV
&XUUHQW DFFRXQWYV 3 g 3
&UHGLW FDUGV 3 S 3
2WKHU IHHVY DQG FRPPLVVLRQV
7TRWDO

*URXS IHHV DQG FRPPLVVLRQV SD\DEOH IRU FXUUHQW DFFRXQWYV UHSUHVHQWYV FR\
DFFHVV WR SD\PHQW QHWZRUNYV

2WHU RSHUQWR®J

*URXS *URXS 6RFLHW\ 6RFLHW\
...P ...P ...P ...P
QYHVWPHQW LQ HTXLW\ VKDUHV
YRUHLJQ H[FKDQJH JDLQV 3 3 3
2WKHU 3 3

7TRWDO

1HW ORVVHV IURP GHULYDWLYH ILQDQFLDO LQV

*URXS *URXS 6RFLHW\ 6RFLHW\

oo [ ... P oo [ ... P

'HULYDWLYHV GHVLJQDWHG DV IDLU YDOXH KHGJHV
/RVVHV RQ GHULYDWLYHYV GHVLJQDWHG DV IDLU YDOXH KHGJHV

ORYHPHQW LQ IDLU YDOXH RI KHGJHG LWHPV DWWULEXWDEOH WR KHGJHG ULVN
'"HULYDWLYHV GHVLJQDWHG DV IDLU YDOXH KHGJHV

'"HULYDWLYHV GHVLIJQDWHG DV FDVK IORZ KHGJHV
,QWHUHVW UDWH

'"HULYDWLYHV GHVLJQDWHG DV FDVK IORZ KHGJHV

/RVVHV RQ RWKHU GHULYDWLYHV
7RWDO

YXUWKHU LQIRUPDWLRQ RQ WKH *URXS-V ULVN P D QIQHPHBDING'GW B D WIHIQ Bl QRX B Q ZHL W
LQFOXGHG LQ QRWH

/RVVHV RQ RWKHU GHULYDWLYHV ZKHUH KHGJH DFFRX@WQ QI R @ IY HIUKW K HQ RVD [E HIRI
DQG ... PLOOLRQ IRU WK.H IERELFRWMRXS DQG 6RFLHW\

7KH JDLQV DQG ORVVHV UHFRJQLVHG UHSUHVHQW ERWK WKH LPSDFW RI HDUO\ WH !
GLIITHUHQFHVY ZKLFK DUH H[SHFWHG WR UHYHUVH RYHU WKH UHPDLQLQJ OLIH RI WEk
EH HI[SHULHOWKGQ ORVVHY RQ GHULYDWLYHYVY GHVLIJQDWHG DV. IDLOOYRQXIHY KIHIGIHV/GC

ZKLFK DURVH IURP WKH UHVWDUW Rl WKH KHGJLQJ SURJUDPPH DJDLQVW WKH DFTX
EHDULQJ ODIVEZ OQ®LIDXY. G L WK QYW U X

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

1HW ORVVHYV I URP GHULYDWLYHRQWQROXYELDO LQV

JRUHLJQ H[PRIV@®HY.. PLOOLRQ.. PLOGDRQRDYH EHHQ UHFRJQLVHG LQ WKH ,QFRPH 6\
WKH SULQFLSDO DPRXQW RI ILQDQFLDO LQVWUXPHQWY KHOG DW MRRUW P\ IO® IFRY W
PLOMMAR®Q GHULYDWLYH ILQDQFLDO LQVWUXPHQWY KHOG DW IDLU YDOXH

$GPLQLVVHYDMQWHIV

*URXS *URXS 6RFLHW\ 6RFLHW\

...P ... P ...P ... P

(PSOR\VHH FRVWYV
‘DJHV DQG VDODULHV
BRFLDO VHFXULW\ FRVWYV
3HQVLRQ FRVWYV

2WKHU H[SHQVHV

,QIRUPDWLRQ V\VWHPV

7UDLQLQJ UHFUXLWPHQW DQG RWKHU HPSOR\HH FRVWYV
3UHPLVHY DQG IDFLOLWLHYV

/HIDO SURIHVVLRQDO DQG FRQVXOWDQF\
ODUNHWLQJ DQG FRPPXQLFDWLRQV

2WKHU RSHUDWLQJ H[SHQVHY LQFOXGH SURMHFW FRVWYV
,QWHUFRPSDQ\ PDQDJHPHQW FKDUJH 3 3
7RWDO

$FTXLVLWLRQ DQG LOQWHJUDWLRQ UHODWHG FRVWYV
7RWDO DGPLQLVWUDWLYH H[SHQVHV

$FTXLVLWLRQ DQG LQWHJUDWLRQ UHODWHG FRVWY LQFOXGHVY WKH UHVLGXDO OHJ
SXUFKDVH RI WKH %DQN DV ZHOO DV WKH RQH RIl FRVWY UHODWLQJ WR WKH EULQJ

7KH LQWHUFRPSDQ\ PDQDJHPHQW FKDUJH UHIOHFWV D FRQWULEXWLRQ WR RSHUDW
ORUWJDJHV /LPLWHG WR WKH 6RFLHW\ LQ UHVSHFW RI PDQDJHPHRMUBQG \QHRUYLFLQ
PDQDJHPHQW UHFKDUJH IRU VHUYLFHVY EHWZHHQ WKH 6RFLHW\ DQG %DQN LQ WKH \

7KH UPIXYDWLRQ RI WKH H[WHUQDO DXGHURUNV3 3IH[FOXGWRURRXVHERRIW RXW EHOI
*URXS *URXS 6RFLHW\ 6RFLHW\

ooa [ ... P ooa [ ... P
$XGLW RI WKH *URXS DQG 6RFLHW\ DQQXDO DFFRXQWYV
$XGLW RI *URXS VXEVLGLDULHV 3 3
$XGLW UHODWHG DVVXUDQFH VHUYLFHYV
2WKHU QRQ DXGLW VHUYLFHV
7RWDO

(PSOR\HH QXPEHUYV

7KH DYHUDJH QXPEHU RI SHUVRQV HPSOR\HG GXULQJ WAV \HDU LQFOXGLQJ H[HFX\

*URXS *URXS 6RFLHW\ 6RFLHW\

YXOO WLPH
3DUW WLPH
7RWDO

+HDG RIILFH DQG DGPLQLVWUDWLYH FHQWUHYV
%UDQFKHV
7RWDO

7KH DYHUPEHWRI HPSOR\HHV Rl WKH *URXS RQ D IXOO WLPH HTXLY® OHO@WRE DWKLH/V H
HPSOR\HG ZLWKLQ WKH 8QLWHG .LQJGRP

'XULQJ WKH \HDU D QXPEHU RI %DQN KHDG RIILFH HPSOR\HHV ZHUH OHJDOO\ WUDQC
FROWLQXHG WR GHOLYHU DFWLYLWLHYVY WR WKH %DQN GXULQJ DQG WKHUHIRUH
6RFLHW\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRERERXQWYV

&MVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFL

7KH IROORZVYXRPDEHANH WKH FODVVLILFDWLRQ RI FDUU\LQJ DPRXQWYV RI WKH *URX
OLDELOLWLHY DW WKH UHSRUWLQJ GDWH

J)DLU YDOXYBLU YDOXH )DLU YDOXH
WKURXJK RWKWHKURXJK WKURXJK RWIOHU YDOXH
$PRUWL¥RB8SUHKHQVISWUHRILW DQG $PRUWLVHRE SUHKH®NKILRXJIK SURILW
FRVW LQFRPH ORVV 7RWDO FRVW LQFRPH DQG ORVV7RWDO
*URXS .. P .. P .. P .. P ..P .. P ..P ..P
J)LQDQFLDO DVVHWYV
&DVK DQG EDODQFHV ZLWK s s s 3
WKH %DQN RI (QJODQG
/RDQV DQG DGYDQFHV WR 3 s 3 3
FUHGLW LQVWLWXWLRQV
"HEW VHFXULWLHV s s
/IRDQV DQG DGYDQFHV WR s s s s
FXVWRPHUV
+HGJH DFFRXQWLQJ 3 3 3 3
DGMXVWPHQW
"HULYDWLYH ILQDQFLDO?3 s 3 3
LQVWUXPHQWV
,QYHVWPHQW LQ HTXLW\3 s s s
VKDUHV
7RWDO ILQDQFLDO DVVHWYV
2WKHU QRQ ILQDQFLDO DVVHWV 3 s 3 3
7RWDO DVVHWYV
)LQDQFLDO OLDELOLWLHYV
6KDUHV s s s s
&XVWRPHU DFFRXQWV s s s s
'"HSRVLWV IURP EDQNV s s s s
"HEW VHFXULWLHV LQ LVVXH s s s s
+HGJH DFFRXQWLQJ s 3 3 3
DGMXVWPHQW
"HULYDWLYH ILQDQFLDO?3 s s s
LQVWUXPHQWYV
6XERUGLQDWHG OLDELOLWLHV 3 s 3 3
6XEVFULEHG FDSLWDO 3 s 3 3
7RWDO ILQDQFLDO OLDELOLWLHYV 3 3
2WKHU QRQ ILQDQFLDO 3 s 3 3
OLDELOLWLHYV
7RWDO OLDELOLWLHV B 3

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

&ODVVLILFDWLRQ DQG PHDVXUHPHQWGWLbxOD Q

)DLU YDOXYBLU YDOXH )DLU YDOXH
WKURXJK RWKWKURXJK WKURXJK RWOHU YDOXH
$PRUWL¥RBSUHKHQVISYURILW DQG $PRUWLVHRESUHKH@NKIWMHKIK SURILW
FRVW LQFRPH ORVYV 7TRWDO FRVW LQFRPH DQG ORVV7RWDO
6RFLHW\ .. P .. P .. P .. P ..P .. P .. P ..P
)LQDQFLDO DVVHWYV
&DVK DQG EDODQFHV ZLWK s e s s
WKH %DQN RI (QJODQG
/IRDQV DQG DGYDQFHV WR s s 3 3
FUHGLW LQVWLWXWLRQV
"HEW VHFXULWLHV 3 s 3 3
/IRDQV DQG DGYDQFHV WR 3 3 3 3
FXVWRPHUV
+HGJH DFFRXQWLQJ s 3 3 3
DGMXVWPHQW
"HULYDWLYH ILQDQFLDO3 s s s
LQVWUXPHQWYV
IRDQV ZLWK *URXS 3 3 3
XQGHUWDNLQJV
,QYHVWPHQW LQ HTXLW\ s s 3 s 3
VKDUHV
7RWDO ILQDQFLDO DVVHWYV
2WKHU QRQ ILQDQFLDO DVVHWYV 3 s 3 3
7RWDO DVVHWYV
J)LQDQFLDO OLDELOLWLHV
6KDUHV s 3 3 3
&XVWRPHU DFFRXQWV s s 3 3
"HSRVLWV IURP EDQNYV s s s 3
"HEW VHFXULWLHV LQ LVVXH s s 3
+HGJH DFFRXQWLQJ s s s 3
DGMXVWPHQW
'"HULYDWLYH ILQDQFLDO3 3 3 3

LQVWUXPHQWYV

6XERUGLQDWHG OLDELOLWLHYV
6XEVFULEHG FDSLWDO

7RWDO ILQDQFLDO OLDELOLWLHYV
2WKHU QRQ ILQDQFLDO
OLDELOLWLHYV

7RWDO OLDELOLWLHYV 3 s

w| w| w| w
w w| w w

&DVK DQG FDVK HTXLYDOHQWYV

*URXS *URXS 6RFLHW\ 6RFLHW\

oco [y .. P ooa g ... P

&DVK DQG EDODQFHY DW FHQWUDO EDQNV
/RDQV DQG DGYDQFHY WR FUHGLW LQVWLWXWLRQV UHSD\DEOH LQ PRQWKYV RU OHV¥
7RWDO FDVK DQG FDVK HTXLYDOHQWYV

QFOXGHG ZLWKLQ ORDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV DW '"HFHPE
IRU WKH 6RFLHW\ PLOOLRQ *URXS DQG 6RFLHW\ ZKLFK UHODWHV WR FRO

LQYROYHPHQW LQ WUDQVDFW LSRHIDQ O \WPHIQHP IV DKUHPHQ JHPHQW WEQ & G W UWQLR\D VE DYDH/
DV FDVK DQG FDVK HTXLYDOHQWY GXH WR UHVWULFWLRQV WR LWV DFFHVV

$W '"HFHPEHU PLOOLRQ ..QLO RI FDVK LQ WUDQVLW LV LQFOXGHG ZL
IRU WKH 6RFLHW\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkERERERXQWYV

'"HEWHFXULWLHYV

*URXS *URXS 6RFLHW\ 6RFLHW\
..P .. P ..P .. P
$PRUWLVHG FRVW
ORUWJDJH EDFNHG VHFXULWLHYV 3 e 3
7TRWDO DPRUWLVHG FRVW 3 e 3

)DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

8. *RYHUQPHQW LQYHVWPHQW VHFXULWLHYV

2WKHU OLVWHG WUDQVIHUDEOH GHEW VHFXULWLHYV e
7TRWDO IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH
)DLU YDOXH WKURXJK SURILW DQG ORVYV

ORUWJIDJH EDFNHG VHFXULWLHYV 3 e 3
7TRWDO IDLU YDOXH WKURXJK SURILW DQG ORVYV 3 e 3
7TRWDO GHEW VHFXULWLHV

$PRUWLVHG $PRUWLVHG
FRVW  )92&, Y973/ 7RWDO FRVW  )92&, Y973/ 7RWDO
*URXS P P P P P P P P
$V DW -DQXDU\ 3 3 3 3
5HFRJQLVHG RQ DFTXLVLWLRQ 3 3 3 3
$GGLWLRQV 3 3 3 3
ODWXULWLHV DQG GLVSRVDOV 3 3 3
&KDQJH LQ IDLU YDOXH 3 3 3 3
$V DW "HFHPEHU 3 3
$PRUWLVHG $PRUWLVHG
FRVW  )92&, Y973/ 7RWDO FRVW  )92&, Y973/ 7RWDO
BRFLHW\ P P P .. P P .. P P P
$V DW -DQXDU\ 3 3 3 3
$GGLWLRQV S S 3 3
ODWXULWLHY DQG GLVSRVDOV e 3 3
&KDQJH LQ IDLU YDOXH 3 S 3 3
$V DW "HFHPEHU 3 3 3 3

$ PDWXULW)\ DQDORNGHEWWXMLWLLHQFOXGHG LQ WKH /LTXLGLW\ DQG )XQGLQJ VHFWL
5HSRUW 21 WKH ... PLOOLRQ UHODWLQJ WR WKRLERFILRQVDDW G XM REQPEHVV WKD.Q
PLOOLRQ LQ PRUH WKDQ RQH \HDU

$W WKHMHFHPEHU GHEW VHFXULW.LHFL OB WRUOWKE J*URKIR D WKH. 6RFLHW\ KDG EHHQ VI
VDOH DQG UHSXUFKDVH DJURH®PE QRWQ/ *URPLDOLRQ 6RFLHW\

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

/IRDQV DQG DG FRQWHRWP MR/

*URXS *URXS 6RFLHW\ 6RFLHW\
1RWHYV ..P ...P ...P ...P
5HWDLO
6HFXUHG RZQHU RFFXSLHU
6HFXUHG EX\ WR OHW
8QVHFXUHG 3 3 3
%XVLQHVYV DQG FRPPHUFLDO 3 3 3

7RWDO *URVV ORDQV DQG DGYDQFHY WR FXVWRPHUV FRQWUDFWXDO DPRXQWV
_PSDLUPHQW

7RWDO 1HW ORDQV DQG DGYDQFHV WR FXVWRPHUV FRQWUDFWXDO DPRXQWYV
(,5 IDLU YDOXH DQG RWKHU DGMXVWPHQWYV

7RWDO

8QVHFXUHG UHSUHVHQWY FUHGLW FDUGV SHUVRQDO ORDQV DQG RYHUGUDIW IDFLOLWLHYV SURYLGHG

21l EDODQFH VKHHW H[SRVXUHYV

JROORZLQJ WKH DFTXLVLWLRQ RI WKH %DQN WKH *URXS QRZ KDV FXVWRPHUV DFU}
FRPSULVLQJ SULPDULO\ FUHGLW FDUGY DQG RYHUGUDIW IDFLOLWLHV DV ZHOO DV
*URXS QRZ KDV RII EDODQFH VKHHW H[SRVXUHV WP XQGLURXZAHPEE UW. QP BX@GLLWQUHV
WKH PRUWJDJH SLSHOLQH 7KL VED/ODQ DHOHKWHRQY W RS RMKXHURY SUHVHQWHG DERYH

ORVV SURYLVLRQV DUH EDVHG RQ WKH JURVV H[SRVXUH UDWKHU WKDQ WKH EDODQ

ODWXULW\ DQDO\VLV
7KH UHPDLQLQJ FRQWUDFWXDO PDWXULW\ Rl ORDQV DQG DGYDQFHV WR FXVWRPHU
*URXS *URXS 6RFLHW\ 6RFLHW\

1RWHYV ...P ... P ...P ... P

5HSD\DEOH LQ OHVV WKDQ RQH \HDU
5HSD\DEOH LQ PRUH WKDQ RQH \HDU

,PSDLUPHQW SURYLVLRQ
7RWDO

$FWXDO UHGHPSWLRQ OHYHOV H[SHULHQFHG E\ WKH *URXS RU 6RFLHW\ PD\ GLIIHU

SOHGJHG DRDVROWWV®OG DGYDQFHV WR FXVWRPHUV

&HUWDLQ ORDQV DQG DGYDQFHV WR FXVWRPHUV KDYH EHHQ SOHGJHG WR WKH *UR
ZKROH PRUWJDJH ORDQ SRROV ZLWK WKH %DQN RI (QJODQG WR HQDEOH WKH *URX!
FXVWRPHUVY SOHGJHG WR VXSSRUW VHFXUHG IXQGLQJ DQG WKH QRWHV LQ LVVXH D

1RWHV LQ LVVXH
+HOG E\ WWHOG E\ WKH

ORUWJID4H®G E\ WKLUGBURXS *URXS
SOHGJHG SDUWLHVSOHGIJH&XQSOHGJHG 7RWDO
*URXS ooo [P ooo [P coo [P ooa [P oo [

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

&RYHUHG ERQG SURJUDPPH 2 &RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG
%RQGV //3

&RYHUHG ERQG SURJUDPPH 2 &RYHQWU\ *RGLYD &RYHUHG %RQGV 3/3
&RYHUHG ERQG SURJUDPPH 2 ORRUODQG &RYHUHG %RQGV //3

6HFXULWLVDWLRQ SURJUDPPH 2 (FRQRPLF ODVWHU ,VVXHU SOF g S
:KROH PRUWJDJH ORDQ SRROV g
7TRWDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRERERXQWYV

IRDQV DQG DGYDQFHWREBRLEXMWRPHUV
30HGJHG DVVHWYV 2 ORDQV DQG BRRWRQFHEY WR FXVWRPHUV

IRWHV LQ LVVXH
+HOG E\ WWHDG E\ WKH

ORUWJID3IHWG E\ WKLUBURXS *URXS
SOHGJHG SDUWLHVSOHGIJHXQSOHGJHG 7RWDO
*URXS .. P ... P ...P ..P ..P

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

&RYHUHG ERQG SURJUDPPH 2 &RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG
%RQGV //3

&RYHUHG ERQG SURJUDPPH 2 &RYHQWU\ *RGLYD &RYHUHG& %RQGV //3

6HFXULWLVDWLRQ SURJUDPPH 2 (FRQRPLF ODVWHU ,VVXHU SOF 3
:KROH PRUWJDJH ORDQ SRROV 3
7TRWDO

1RWHV LQ LVVXH H[FOXGH &ODVV = VHPXODWRQD.W IPR® QIRRMHVZKLFK UHSUHVHQW HLWKHU WKH ILUVW ORVV WUDQFKH LQ WK
DQG WKH (FRQRPLF ODVWHU ,VVXHU..S®E GOIORPH.UVPLROMHRQ $00 Rl WKHVH QRWHY DUH KHOG E\ WKH *URXS XQSOHGJHG

7KH ZKROH PRUWJDJH ORDQ SRROV DUH SUH SRVLWLRQHG DW WKH %DQN Rl (QJODQG 3RROV DUH SOHGJHG WR WKH %DQN
H[DPSOH XQGHU 7)60( VXEMHFW WR D JKDLUFXW. DV GHILQHG E\ WKH %DQN RI (QJODQG 7KH DPRXQWV XQGHU QRWHV LQ LV

ORUWJDJHVY SOHGJHG DUH QRW GHUHFRJQLVHG IURP WKH *URXS RU 6RFLHW\ %DOD(
DOO WKH ULVNVY DQG UHZDUGV RI RZQHUVKLS 1R JDLQ RU ORVV KDV EHHQ UHFRJQI

1RWHV LQ LVVXH DQG KHOG E\ WKLUG SDUWLHV DUH LQFOXGHG ZLWKLQ GHEW VHF>

I1RWHV LQ LVVXH KHOG E\ WKHQFIRXGEHDRHE 3/OVBEIXIGELWLHY LVVXHG XQGHU WKH FRY
UHWDLQHG E\ WKH *URXS DQG ZKROH PRUWJDJH ORDQ SRROV DOO SOHGJHG DV FR

I1RWHV LQ LVVXH KHOG E\ WKH *URXS DQG XQSOHGJHG DUH RWKHU GHEW VHFXULYV
PRUWJDJH ORDQ SRROV WKDW KDYH EHHQ SUH SRVLWLRQHG DW WKH %DQN RI (QJO
FROODWHUDO IRU SRWHQWLDO IXWXUH XVH LQ VDOH DQG UHSXUFKDVH DJUHHPHQW

1RWHV LQ LVVXH DQG KHOG E\ WKH *URXS DUH QRW UHFRJQLVHG RQ WKH *URXS R
LOQDSSURSULDWH fJURVVLQJ XS- RI WKH *URXS DQG 6RFLHW\ %DODQFH 6KHHWYV

&RYHUHG ERQG SURJUDPPHYV

7TKHMURXS RSHUDWHY WKUHH FRYHUHG ERQG SURJUDPPHV ZKLFK LW XVHV WR SURYL
LVVXHG FRYHUHG ERQGYV G6HFXULWLHYV LVVXHG XQGHU WKH SURJUDPPHV DUH VHFX
%XLOGLQJ 6RFLHW\ *RGLYD ORUWJDJHV /LP LSWMH 6 WVRKIHRZ2 UNKIH GRIRWHRSIH/U ODY'\W HY®IR®D Q @ ND L
WKH 2ULJLQDWRUV %DODQFH 6KHHWV DV WKH\ UHWDLQ VXEVORD@WLDOO\ DOO WKH

$W WKH UHSRUWLQJ GDWH WKH *URXS KDV RYHUFROODWHUDOLVHG WKHVH SURJUEL
UDWLQJV RI WKH FRYHUHG ERQGY DQG WR SURYLGH RSHUDWLRQDO IOH[LELOLW\ 7
ORDQV WR WKH ORDQ SRUWIROLRYVY WKURXJKRXW WKH SHULRG )URP WLPH WR WLPF
LQFUHDVH GXH WR WKH IRUPDO UHTXLUHPHQWY RI WKH FRYHUHG ERQG SURJUDPPH
XSRQ FRQGLWLRQV DW WKDW WLPH 7KH *URXS PD\ DOVR YROXQWDULO\ FRQWULEX
VXFK FRQWULEXWLRQV ZHUH PDGH GXULQJ RU 7KH *URXS XQGHUWDNHYV YDU
DFWLQJ DV FDVK PDQDJHU DQG VHUYLFHU DV ZHOO DV DFWLQJ DV WKH EDQN DFFR>
*RGLYD //3 DQG ORRUODQG &RYHUHG %RQG //3 0&% //3

&RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG %RQGV //3

&RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG %RQGV //3 &%6 //3 ZDV HVWDEOLVKHG LQ
VHFXUHG DJDLQVW FHUWDLQ ORDQV Rl &RYHHRPEH % X\LIOHG 6 Q F LBHRW L W © GEMVR Q W

PLOOLRQ D®EGEOOLRQY PLOOLRQ RI FRYHUHG ERQGYV L@QLO/OIXRQ .RI ZKLFK
PLOOLRQ ZHUH UHWDLQHG E\ WKH *URXS

'XULQJ WKH SHULRG WKH 6RFLHW\ YRRAO@WRQLO\PULIDOAXREK DRMHRERUWJIDJHYV ITURP &% |
PDLQWDLQ WKH TXDOLW\ RI WKH SRRO DQG PLQLPLVH WKH RYHUFROODWHUDOLVDW
&RYHQWU\ *RGLYD &RYHUHG %RQGV //3

&RYHQWUD *&®MHYUHG %YRQGV //3 ZDV HVWDEOLVKHG LQ DQG SURYLGHV VHFXULW
PRUWJDJH ORDQV RI *RGLYD O0RUWHFHPE HIP VWKHG6 RIFL BW\ RDGQAQLRQ ... PLOOLRQ
RI FRYHUHG ERQGV LQ LVVXH RI ZKLFK DOO ZHUH UHWDLQHG E\ WKH *URXS

'XULQJ WKH SHULRG WKH 6RFLHW\ YR®PXQWDRQQ\ RMHBXIUFEDRHBRUWJIDJHV IURP *R(
PDLQWDLQ WKH TXDOLW\ RI WKH SRRO DQG PLQLPLVH WKH RYHUFROODWHUDOLVDW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

IRDQV DQG DGYDQFHWRERLEXNMWRPHUV
30HGJHG DVVHWYV 2 ORDQV DQG BRRWRQFHEY WR FXVWRPHUV
ORRUODQG &RYHUHG %RQGV //3

ORRUODQG &RYHUHROGW RQWUEOLVKHG LQ DQG SURYLGHV VHFEXULW\ IRU LVVXHG
PRUWJDJH O\REHDWY®RY DWHFHPEHU WKH %DQN KPGOOLRQ RI FRYHUHG ERQGV LQ LVV:
PLOOLRQ ZHUH UHWDLQHG E\ WKH *URXS

6HFXULWLVDWLRQ

"XULQJ WKH SHULRG WKH *URXS RSHUDWHG RQH VHFXULWLVDWLRQ YHKLFOH ZKLFEK
WKURXJK WKH LOQOWHUQDO DQG H[WHUQDO LVVXDQFHV RI OLVWHG GHEW VHFXULWLH
%XLOGLQJ 6RFLHW\ WKH 2ULJLQDWRU 7KH ORDQV DUH UHWDLQHG RQ WKH 2ULJLQ
ULVNV DQG UHZDUGY UHODWLQJ WR WKH ORDQV 7KH 6RFLHW\ XQGHUWDNHY YDULR
PDQDJHU DQG VHUYLFHU DV ZHOO DV DFWLQJ DV WKH EDQN DFFRXQW SURYLGHU IR

(FRQRPLF ODVWHU ,VVXHU 3/&

(FRQRPLF ODVWHU ,VVXHU SOF (0, ZDV HVWDEOLVKHG LQPLOODR® RD W VX\EWIETEH B\
VHFXUHG DJDLQVW FHUWDLQ PRUWJDJH ORD QV'HRA HFREHHRQW KM 94X DQJGLQR 6 RFLHW\ $
PLOOLRQ QRWHV UHWDLQHG ERLWKHRQRXS PIGGOLRQ DUH KHOG E\ SDUWLHV H[WHU
7KH 6 RFLHW\ UHWDLQV D EHQHILFLDO LQWHUH YV WHIOQDIAREWH SRR Q@ KHKVWR X XK WWWVHKB Q C
REOLJDWLRQV LQ UHVSHFW RI WKLV VHFXULWLVDWLRQ YHKLFOH DUH OLPLWHG WR
PDLQWDLQLQJ LWV UHTXLUHG PLQLPXP VHOOHUY VKDUH LQ DFFRUGDQFH ZLWK WKF

7KH IXIDWKDXHV RI DVVHWY WKDW KDYH EHHQ SOHGJHG DQG WKHLU DVVRFLDWHG OLD
DVVHW DUH SUHVHQWHG LQ WKH WDEOH EHORZ

)DLU YDOXH DVMHWW DPXH) YDOXHMHWYDOXH DV)WHWWDPXIH) YDOXH QHW
SOHGJHG OLDELOLWLSIRVLWLRQ SOHGJHG OLDELOLWLSIRVLWLRQ
P P P P P P

6HFXULWLVDWLRQ SURJUDPPH 2 (FRQRPLF
ODVWHU ,VVXHU SOF

,PSDLUPHQW RQ ORDQV DQG DGYDQFHV WR FXV

8QGHU ,)56 LPSDLUPHQW SURYLVLRQV RU H[SHFWHG FUHGLW ORVVHV (&/V DUH 1
DPRUWLVHG FRVW DQG IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )RU
FXVWRPHUV DQG XQGUDZQ FRPPLWPHQWY WR OHQG VXFK DV PRUWJDJH SLSHOLQH
FUHGLW ORVV SURYLVLRQV KDYH EHHQ GHGXFWHG IURP WKH DVVRFLDWHG DVVHW
WKH FUHGLW TXDOLW\ RI WKHVH ORDQWRNQVD BB $8HB LQ WKH 5LVN 0DQ

*URXS *URXS 6RFLHW\ 6RFLHW\

...P ... P ...P ... P

,QFRPH VWDWHPHQW

&KDUJH UHOHDVH IRU WKH \HDU

1HW ZULWH RIIV UHFRYHULHV RI DPRXQWV SUHYLRXVO\ ZULWWRHRQ RII g 3
7TRWDO FKDUJH UHOHDVH WR WKH ,QFRPH 6WDWHPHQW

,QFOXGHG LQ WKH *URXS FKDUJH IRU WKH \HDU LQ LV .. PLOOLRQ UHVHW ([SHFWHG &UHGLW /RVV DOORZDQFH IRU %

7TKH WDEMHWRZ VKRZV JURVV ORDQV DQG DGYDQFHV WR FXVWRPHUV (&/ SURYLVLRC
VWDJH DWFHPEHUDQG DWHFHPEHUIRU ERWK WKH *URXS DQG 6RFLHW\ RW WRBDWH/ LC
FODVVHG DV 13XUFKDVHG RU 2ULJLQDWXGWKHHGDYDO®@SVILIMURGD FFREQWYV ZKLFK DUH
GXH LV DOVR SUHVHQWHG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX¥dDVWQBKMNM WR FXV

*URXS 6WDJH 6WDJH '"HWHULRUBWD QH 'HIDXOW DQG 32&,
3HUIRUPLQJ $FTXLUHG GHIDXOWHG

1RW SDVW GX3DVW GXHRW SDVW GX3DVW GXH 7TRWDO
$V DW '"HFHPEHU ...P ... P ... P ...P ...P ... P

*URVV EDODQFHV

5HWDLO VHFXUHG

5HWDLO XQVHFXUHG

%XVLQHVV DQG FRPPHUFLDO 3 2
7RWDO

(&1

5HWDLO VHFXUHG

5HWDLO XQVHFXUHG 3 3

%XVLQHVV DQG FRPPHUFLDO 3 s 3
7RWDO

(& FRYHUDJH DV D RI WRWDO EDODQFH

5HWDLO VHFXUHG

5HWDLO XQVHFXUHG g 8
%XVLQHVV DQG FRPPHUFLDO g g g
7RWDO FRYHUDJH

6RFLHW\ 6WDJH 6WDJH T'HWHULRUBWDRDMOH: 'HIDXOW DQG 32&,
13HUIRUPLQJ- $FTXLUHG GHIDXOWHG

1RW SDVW GX3DVW GXHRW SDVW GX3DVW GXH 7TRWDO
$V DW '"HFHPEHU ..P .. P ..P .. P ..P ..P

*URVV EDODQFHV
S5HWDLO VHFXUHG

5HWDLO XQVHFXUHG s 3 s 3 3 s
%XVLQHVV DQG FRPPHUFLDO 3 3 s 3 3 P
7RWDO
(&1
5HWDLO VHFXUHG
5HWDLO XQVHFXUHG s 3 s 3 p s
%XVLQHVV DQG FRPPHUFLDO s s 3 s 3 3
7RWDO

(& FRYHUDJH DV D RI WRWDO EDODQFH
S5HWDLO VHFXUHG

5HWDLO XQVHFXUHG 3 3 3 3 3 3
%XVLQHVV DQG FRPPHUFLDO 3 3 3 3 3 3
7RWDO FRYHUDJH 3

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRERERXQWYV

' PSDLUPHQW RQ ORDQV DX(VGVRBHOWDBKM WR F

*URXS 6WDJH . é '"HIDXOW DQG 32&,
3HUIRUPLQJ ©°WDJIH HwHULRUBWE BrxLUHG GHIDXOWHG

1RW SDVW GX3DVW GXHRW SDVW GX3DVW GXH 7TRWDO
$V DW 'HFHPEHU ...P ... P ... P ...P ... P ...P
*URVV EDODQFHYV
5HWDLO VHFXUHG

5HWDLO XQVHFXUHG 3 3 s 3 3 s
%XVLQHVV DQG FRPPHUFLDO 3 3 s 3 3 s
7RWDO
(&1
5HWDLO VHFXUHG
5HWDLO XQVHFXUHG s 3 s 3 3 s
%XVLQHVV DQG FRPPHUFLDO s 3 s 3 3 s
7TRWDO

(& FRYHUDJH DV D RI WRWDO EDODQFH

SHWDLO VHFXUHG 3
5SHWDLO XQVHFXUHG 3 3 3 3 3 3
%XVLQHVY DQG FRPPHUFLDO 3 3 3 3 3 3
7RWDO FRYHUDJH 3

6RFLHW\ 6WDJH ‘HIDXOW DQG 32&,

. W l‘i
SWDJH 1 HWHULRUBWEé TXLUHG GHIDXOWHG

GXHRW SDVW GX3DVW GXH 7TRWDO
...P ... P .. P

T3HUIRUPLQJ-

1RW SDVW GX3HDVW
.. P

$V DW '"HFHPEHU .. P P
*URVV EDODQFHV

SHWDLO VHFXUHG

5HWDLO XQVHFXUHG 3 3 3 3 3 3
%XVLQHVV DQG FRPPHUFLDO 3 3 3 3 3 :
7RWDO
(&1
5HWDLO VHFXUHG 3
5HWDLO XQVHFXUHG 3 3 3 3 3 3
%XVLQHVV DQG FRPPHUFLDO 3 3 3 3 3 3
7RWDO 3

(& FRYHUDJH DV D RI WRWDO EDODQFH

5HWDLO VHFXUHG 3
5HWDLO XQVHFXUHG 3 3 3 3 3 3
%XVLQHVV DQG FRPPHUFLDO 3 3 3 3 3 3

7TRWDO FRYHUDJH 3

,QFOXGHG ZI'WRIKXG@ WK HP.L O« ..QDYWVRFLDWHG ZLWK XQGUDZQ EDODQFHV SULPDU

SLSHOLQH DQG XQGUDZQ FUHGLW FDUG EDODQFHYV

7KH *URXS-V OHQGLQJ VWUDWHJI\ LV SUHGRPLQDWHO\ IRFXVHG RQ KLJK TXDOLW\ Ol
ORDQ WR YDOXH RI WKH PRUWJDJH ERRN DQG ORZ OHYHOV RI DUUHDUV DQG SRVVH
*URXS QRZ KDV WZR VPDOOHU SRUWIROLRV RI EXVLQHVV FRPPHUFLDO DQG UHWDL
WR WKH RYHUDOO OHWGLRH EBSRQWRIQO REDAWHDUH LQ VMDD YM D ZH WHQQWGNDJIH RU
328, '"HFHPEHU DQG 7KH SURSRUWLRQ LQ VWDJH LQFUHDVHG DQGC
VWDJH GHFUHDVHG GXULQJ WKH \HDU DV D UHVXOW RI UHFRJQLVLQJ WKH DFTXLL
GDWH RI DFTXLVWLRQ

8QOHVV VSHFLILHG RWKHUZLVH IXUWKHU GLVFORVXUH RQ WKH *URXS V LPSDLUPH(
RQ D SRUWIROLR UDWKHU WKDQ HQWLW\ EDVLV DV WKLV EHVW UHIOHFWYV WKH XQG

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX¥dDVWQBKMNM WR FXV

7KH WDEOH EHORZ SURYLGHVY PRUH DQDO\VLYVY RQ WKH UHDVRQ IRU SUHVHQFH ZLWEFk
ORDQ PHHWV PRUH WKDQ RQH RI WKHVH FULWHULD DW WKH %DODQFH 6KHHW GDWH
ILUVW ZKLFK DSSOLHFR DPIQBHQMGLW W R WWDJH

*URXS
%XVLQHVV
5HWDLO 5HWDLO DQG 5HWDLO 5HWDARVLQHVYV DQG
VHEXUHGQVHEXUFR®PHUFLDO 7TRWDO VHFEXUHXQVHFXWBEREBPHUFLDO7RWDO
%DVLV RI VWDJH FODVVLILFDWLRR oo L P ooo [l .. P .. P ...P ...P
*URVV EDODQFHV
4XDQWLWDWLYH FULWHULD 3 3
4XDOLWDWLYH FULWHULD 3 3
GD\V SDVW GXH EDFNVWRS 3 3 3
7RWDO 3 3
(&1
4XDQWLWDWLYH FULWHULD 3 2 3
4XDOLWDWLYH FULWHULD 3 3 3 3
GD\V SDVW GXH EDFNVWRS 3 3 3 3 3 3 3
7RWDO 3 3 3

&XUH SHULRGY DUH DSSOLHG WR DFFRXQWYV LQ VWDJHV DQG ZKLFK KDYH KLW FF
FXUH SHULRGY GHOD\ WUDQVLWLRQ RI ORDQV WR D ORZHU FUHGLW ULVN FODVVLIL
VWDJH E\VUHTXLULQJ PRQWKYV RI VXVWDLQHG SHUIRUPDQFH EHIRUH D ORDQ LV
VWDJH RU VWDJH GHVSLWH RWKHUZLVH SHUIRUPLQJ DW WKH UHSRUWLQJ GDWH

6HH QRWH WR WKH DFFRXQWV IRU PRUH LQIRUPDWLRQ RQ WKH TXDQWLWDWLYH D
DOORFDWLRQ

7KH WDEOH EHORZ SURYLGHY PRUH DQDO\VLY RQ WKH UHDVRQ IRU SUHVHQFH ZLWk
FULWHWKIHUH D ORDQ PHHWY PRUH WKDQ RQH RI WKHVH FULWHULD DW WKH %DODQF
FDWHJRU\ EHIUWQ/MWWAKKHFK DSSOLHG DG® W H@ WRXNMMIMPAIR WHKMH H[SRVXUH LV QR ORQJ
LV LQ D FXUH SHULRG

*URXS
%XVLQHVV
5HWDLO 5HWDLO DQG 5HWDLO 5HWDARVLQHVYV DQG
VHEXUHGQVHFXUFR®PHUFLDO 7TRWDO VHFXUHXQVHFXBFREBPHUFLDO7RWDO
%DVLV RI VWDJH DQG 32&, FODVMLILFDW.LRQ .. P .. P .. P ..P .. P .. P
$FTXLUHG LPSDLUHG 32&, 3 3 3 3
AXDOLWDWLYH FULWHULD g g 3 3
GD\V SDVW GXH EDFNVWRS g 3 3
,Q FXUH SHULRG g 3 3
7TRWDO 3 3
(&1
$FTXLUHG LPSDLUHG 32&, 3 g g 3 3 3 3 3
AXDOLWDWLYH FULWHULD g g 3 3
GD\V SDVW GXH EDFNVWRS 3 3
,Q FXUH SHULRG S 3 3
7TRWDO 3 3
$V DW '"HFHPEHU WKH QXPEHU RI SURSHOWREHWR QY SEGP\ROHOM\RLR Q | WHWPDIK)H® Q G
ORDQV DUH LQ SRNNHFEHBQ PLOOLRQ UHSURGHOPMWAXQDWO SURSHUWLHYV '"HFHPEHL
SURSHUWLHYV , Q WKLV LQFOXGHY SRVVHVVLRQ FDVHV LQ WKH DFTXLUHG %DQU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKk R&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGXdwrbkKA WR FXYV
$SSOLFDWLR®JIRP HIGWO/ WP HQW V

7KH WDEOH EHORZ SUHVHQWYV WKH MXGJHPHQWDO DGMXVWPHQWYVY WKDW KDYH EHH
PRGHOOHG (&/V ZKHUH WKH *URXS:V PRGHOV GR QRWXWRON FLDFHEX WHORKN DVVRFLL

%XVLQHVV %XVLQHVYV
5HWDLO 5HWDLO DQG 5HWDLO 5HWDLO DQG
VHEFEXUH®QRVHFXBRBPHUFLDO7RWDO VHFXUH®QVHFXBRBPHUFLDO7RWDO
oon [P ...P ... P ... P ..P ..P ...P ..P
&RUH PRGHOOHG (&/ 3 3
-XGJHPHQWDO DGMXVWPHQWYV 8 3 3
7TRWDO UHSRUWHG (&/ 3 3

$W '"HFHPEHWKH *URXS KHOG WRWDO MXGJHPHQOWIR®W DEPMRXIVWRAQWYV RI

7KLV LQFOXGHV D UHVLGXDO FRVW RIFLIO¥IQRIQD.| FRIOE®DLRIQOLWEGLYRRQDO DGMXVWP
HTXLW\ DFFRXQWV ZKLFK DUH LGHQWLILHG WKURXJK XVLQJ DXWRPDWHG YDOXDWL
FRUSRUDWH UHDO HVWDWH H[SRVXUHV DQG IUDXG

ORYHPHQWYV LQ JURVV H[SRVXUH DQG (&/ SURYLVLRQ

$ UHFRQFLOLDWLRQ RI PRYHPHQWYV LQ JURVV H[SRVXUHV DQG (&/ SWRYLVLRQ VSOL
'"HEFHPEHU LV VHW RXW EHORXS PW® KRFLHW\

6WDJH 6WDJH 6WDJH 7TRWDO
BURYLVLRQ BURYLVLRQ BURYLVLRQ
*URVV PRQWK *URVV OLIHWLPH *URVV OLIHWLPH *URVV
EDODQFH (&1 EDODQFH (&1 EDODQFH (&1 EDODQFBURYLVLRQ
. .. P .. P . .. P .

*URXS .. P P .P .. P .. P
$W -DQXDU\
/IRDQV UHFRJQLVHG RQ DFTXLVLWLRQ S S S

ORYHPHQWYV ZLWK ,QFRPH
6WDWHPHQW LPSDFW

7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH € 8 8 3
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH g & g g &
7UDQVIHUV IURP 6WDJH WR 6WDJH S . .

1HW PRYHPHQW DULVLQJ IURP

WUDQVIHU RI VWDJHV 3

1HZ ORDQV RULJLQDWHG 3 3 3
5HPHDVXUHPHQW RI (&/ GXH WR

FKDQJHV LQ ULVN SDUDPHWHUV 3 3 3
,QFUHDVH GHFUHDVH LQ SRVW PRGHO

DGMXVWPHQWYV 3 3 3 3 3 3 3 3

/IRDQV GHUHFRJQLVHG LQ WKH SHULRG

I1HW ZULWH RIIV g g

,QFRPH 6 WDWHPHQW FKDUJH IRU WKH

SHULRG

5HSD\PHQW DQG FKDUJHYV g g g g

$W 'HFHPEHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGXdwyekinvc WR F XV
ORYHPHQWYV LQ JURVV H[SRVXUHRQWQ®HXKE SURYLVLRQ

6WDJH 6WDJH 6WDJH 32&, 7TRWDO

3URYLVLRQ 3URYLVLRQ 3URYLVLRQ
*URVV PRQWK *URVV OLIHWLPH *URVV OLIHWLPH *URVV
EDODQFH (&I EDODQFH (&/ EDODQFH (&I EDODQFBURYLVLRQ
P P P P P P P P

6RFLHW\
$W -DQXDU\

ORYHPHQWYV ZLWK ,QFRPH
6WDWHPHQW LPSDFW

7UDQVIHUV IURP 6WDJH WR 6WDJH s 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 s 3
7UDQVIHUV IURP 6WDJH WR 6WDJH s 3 3 s
7UDQVIHUV IURP 6WDJH WR 6WDJH s 3 3 s
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 s 3 3 s
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3 3 3

1HW PRYHPHQW DULVLQJ IURP

WUDQVIHU RI VWDJHV 3 3

1HZ ORDQV RULJLQDWHG 3 3 3

5HPHDVXUHPHQW RI (&/ GXH WR

FKDQJHV LQ ULVN SDUDPHWHUV 3 3 3 3

,QFUHDVH GHFUHDVH LQ SRVW PRGHO

DGMXVWPHQWYV s 3 3 s s 3 3 s

/IRDQV GHUHFRJQLVHG LQ WKH SHULRG 3

1HW ZULWH RIIV 3 3 3 3 3 3 3 3

,QFRPH 6WDWHPHQW FKDUJH IRU WKH

SHULRG 3

5HSD\PHQW DQG FKDUJHV 3 3 3 3

$W  'HFHPEHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGXdwrbkKA WR FXYV
ORYHPHQWYV LQ JURVV H[SRVXUHRQWQI®QX&E SURYLVLRQ

$ UHFRQFLOLDWLRQ RI PRYHPHQWYV LQ JURVYV H[SRVXUHV DQG LPSDLUPHW®W SURYL\
"HFHEPH U LVHW RXW LQ WKH IROORZRRXRS WQEGHR FRHWIKH

6WDJH 6WDJH 6WDJH 32&, 7RWDO
3URYLVLRQ BURYLVLRQ 3URYLVLRQ
*URVV PRQWK *URVV OLIHWLPH *URVV OLIHWLPH *URVV
EDODQFH (&1 EDODQFH (&1 EDODQFH (&1 EDODQFBURYLVLRQ
*URXS ..P ..P ..P ..P ..P ..P ..P ..P
$W -DQXDU\
ORYHPHQWYV ZLWK ,QFRPH 3 3 3 3 3 3 3 3
BWDWHPHQW LPSDFW
7UDQVIHUV IURP 6WDJH WR 6WDJH s s s
7UDQVIHUV IURP 6WDJH WR 6WDJH s s s
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH s 3 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH s 3 s s 3
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3
1HW PRYHPHQW DULVLQJ IURP
WUDQVIHU RI VWDJHV s s s
1HZ ORDQV RULJLQDWHG s s s
5HPHDVXUHPHQW RI (&/ GXH WR
FKDQJHV LQ ULVN SDUDPHWHUV 3 s 3 s
,QFUHDVH GHFUHDVH LQ SRVW PRGHO
DGMXVWPHQWYV s s s s s
/IRDQV GHUHFRJQLVHG LQ WKH SHULRG
1HW ZULWH RIIV 3 3 3 3
,QFRPH 6 WDWHPHQW FKDUJH IRU WKH
SHULRG 3 3
5HSD\PHQW DQG FKDUJHV 3 3 3 3

$W 'HFHPEHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHYVY WR WKkR&RR XQWYV

,PSDLUPHQW RQ ORDQV DQG DG¥XdDWwWrbKN WR FXV
ORYHPHQWYV LQ JURVV H[SRVXUHRDQ®X&E SURYLVLRQ

6WDJH 6WDJH 6WDJH 7TRWDO

*URVYURYLVLRQ *URVV 3URYLVLRQ *URVV 3URYLVLRQ *URVV
EDODQPHRQWK (& EDODQFHHWLPH (8DODQFHHWLPH (8DODQFHURYLVLRQ
..P ..P ..P ..P ..P ..P ..P ..P

6RFLHW\

$W -DQXDU\
ORYHPHQWV ZLWK ,QFRPH
BWDWHPHQW LPSDFW

7UDQVIHUV IURP 6WDJH WR 6WDJH
7UDQVIHUV IURP 6WDJH WR 6WDJH
7UDQVIHUV IURP 6WDJH WR %WDJH
7UDQVIHUV IURP 6WDJH WR %WDJH
7UDQVIHUV IURP 6WDJH WR 6WDJH
7UDQVIHUV IURP 6WDJH WR 6WDJH
1HW PRYHPHQW DULVLQJ IURP

w| w| w| w

W w| w| w| w| w
W w| W w| w| w
w

W w| w| w

WUDQVIHU RI VWDJHV 3 3 3
1HZ ORDQV RULJLQDWHG 3 3 3
5HPHDVXUHPHQW RI (&/ GXH WR

FKDQJHV LQ ULVN SDUDPHWHUYV 3 3 3 3 3 3

,QFUHDVH GHFUHDVH LQ SRVW PRGHO
DGMXVWPHQWYV 3 3 3 3 3

/IRDQV GHUHFRJQLVHG LQ WKH SHULRG 3 3

I1HW ZULWH RIIV 3 3 3 3

,QFRPH 6 WDWHPHQW FKDUJH IRU WKH

SHULRG 3

5HSD\PHQW DQG FKDUJHYV 3 3 3 3

$W '"HFHPEHU

JRUZDUG ORRNLQJ LQIRUPDWLRQ LQFRUSRUDWHG LQ WKH (&/ PRGHC

JRUPXODWLRQ RI HFRQRPLF VFHQDULRY DQG JRYHUQDQFH

7KH HFRQRPLF VFHQDULRV XVHG E\ WKH *URXS UHIOHFW PDQDJHPHQW: -V EHVW HVW
UDQJH RI VFHQDULRYV LQFOXGLQJ D ZHLJKWLQJ UHIOHFWLQJ WKH ORVV GLVWULEX\

7KH DVVXPSWLRQV LQ HDFKIFRXUN WHFHRPOWLRY HYROYH UHIOHFWLQJ ODWHVW H[SHF)
UHSUHVHQWLQJ WKH PRVW OLNHO\ RXWFRPH FRPSOHPHQWHG E\ RQH XSVLGH DQG
HFRQRPLF GHYHORSPHQWY 7KHVH DOWHUQDWLYH VFHQDULRY DUH EXLOW XVLQJ P
VWDWLVWLFDO YLHZV RI HFRQRPLF F\FOHV UDQJLQJ IURP SHULRGV RI ILYH WR WHC
SKDVH WR WKH HQG RI WKH FRQWUDFWLRQ SKDVH DQG WKH EHJLQQLQJ RI WKH QH]

\HDUV KDV EHHQ DQDO\VHG WR GUDZ RXW WKH QRUPDO UDQJH WKURXJK WR H[WLU
REVHUYHG 2XWVLGH RI WKHVH HIWUHPH RXWFRPHV WKH VHYHUH GRZQVLGH VFHQ!
IRU VWUHVV WHVWLQJ WKH VHYHULW\ RI ZKLFK KDV QRW EHHQ H[SHULHQFHG LQ W

%H\RQG WKH ILYH \HDU IRUHFDVW KRUL]JRQ ZKLFK DOLJQV WR WKH 6WUDWHJLF 30D
DVVXPSWLRQ YDULDEOH DUH XVHG 7KH VHYHUH GRZQVLGH VFHQDULR WUDQVLWLR!
\HDUV UHIOHFWLQJ WKH QHJDWLYLW\ RI WKH VFHQDULR 7KH RWKHU WKUHH VFHQL
WHUP DYHUDJHV KROG WUXH WKURXJKRXW YDULRXV ILQDQFLDO DQG HFRQRPLF FUL
\HDU IRUHFDVW

6FHQDULRY DQG DFFRPSDQ\LQJ ZHLIJKWLQJY DUH GHWHUPLQHG IROORZLQJ DQDO\V|
VFLHQWLILF GHYHORSPHQWY DQG UHVXOWV %\ WKHLU QDWXUH D VLJQLILFDQW GF
VFHQDULR ZHLJKWLQJV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX¥XdDvubKN WR FXV
JRUZDUG ORRNLQJ LQIRUPDWLRQ LQFRUSRWDIWHG LQ WKH (&/ PRGHC
JRUPXODWLRQ RI HFRQRPLF VFHQDULRY DQG JRYHUQDQFH FRQWLQXHG
7KHVH VFHQDULRY DQG ZHLJKWLQJYV DUH GHYHORSHG ZLWKLQ WKH *URXS V 7UHDV>
TXDUWHUO\ E\ WKH $VVHW DQG /LDELOLW\ &RPPLWWHH ZLWK IXUWKHU DSSURYDO D
&XUUHQW \HDU VFHQDULRY DQG ZHLJKWLQJV

'XULQJ WKH \HDU WKH ZHLJKWLQJV IRU HDH\KXOMH@IULR Z H/PHD 06 YWHEZH@GD QFLQJ EH
XSVLGH VFHERBUAHRMKWLQJV XVHG DW WKH \HDU HQG UHIOHFW WKH *URXS:-V YLHZ R
FRQGLWLRQV DW WKH %DODQFH 6KHHW GDWH $Q H[SODQDWLRQ RI HDFK VFHQDULF
EHORZ

6FHQDULR "HLIKWLQJ

%DVH

7KH FHQWUDO VFHQDULR XVHG WR VXSSRUW WKH EXVLQHVV S
HOHYDWHG IRU D ZKLOH IROORZLQJ UHVWULFWLYH PRQHWDU\

ODQQLQJ RI
SROLF\ ZLV

WKH *URXS
K *'3 JURZ

8QHPS
NK UHPD

:KLOVW GRPHVWLF LQIODWLRQDU\ SUHVVXUHV WDNH ORQJHU
H[SHFWHG WR UHWXUQ FORVH WR WKH WDUJHW LQ WKH QHD
HDVLQJ RI FRQGLWLRQV VXSSRUWYVY KRXVH SULFHV ZKLFK UHW

R XQZLQG
U WHUP DO
XUQ WR PRC

sHVW JURZW

WKDQ WKH\
ORZLQJ EDC

'RZQVLGH

,QIODWLRQ UHERXQGY IROORZLQJ UHQHZHG JHRSROLWLFDO W
LQWHUHVW UDWHY DJDLQ WR FRQWDLQ LW 7KHUH LV DQ HFRQ
OLYLQJ GHWHULRUDWLRQ ZKLFK GULYHV XS XQHPSOR\PHQW D

HQVLRQV D
RPLF FRQW
QG KRXVH

SULFHV ZHD

QG WKH %D
UDFWLRQ U

GLG WR

DN UDWFE

K

QN RI (C

HVXOWL

NHQ FRC

UHWXUQV WR WDUJHW ZLWKLQ WKH ILUVW \HDUV DQG PRQHWDU\ SROLF\ EHJLQV WR|HDVH
6HYHUH GRZQVLGH

JROORZLQJ WKH %DQN RI (QJODQG:-V %DQN &DSLWDO 6WUHVV YTHVW LQ ZKLFK GHHS VLPXOWL
WKH 8. DQG JOREDO HFRQRPLHV VHHV ODUJH IDOOV LQ DVVHW SULFHV DQG KLJKHU JOREDO 1
FRQWUDFWYV DV XQHPSOR\PHQW UHDFKHYV %DQN UDWH ULVHV WR WR WDFNOH LQIODW
KRXVH SULFHV FRQVHTXHQWO\ IDOO

8SVLGH

,QIODWLRQ GLVVLSDWHY DQG XQHPSOR\PHQW UHGXFHV XQGHUSLQQLQJ UREXVW HFRQRPLF J
KRXVH SULFHV 7KH %DQN RI (QJODQG ORZHUV EDQN UDWH IXUWKHU LQ UHVSRQVH WR WKH H

HQYLURQPHQW

ODFURHFRQRPLF DVVXPSWLRQV

7KH *URXS V (&/ FDOFXODWLRQ LQFRUSRUDWHY IRXU NH\ HFRQRPLF DVVXPSWLRQV
DQG WokDHON RI1 (QuUIVMHQE&EDWH :KLOH DOO IHHG LQWR WKH HFRQRPLF IRUHFDVWYV DQG
PRGHOV DUH SDUWLFXODUO\ VHQVLWLYH WR FKDQJHV LQ WKH IROORZLQJ DVVXPSW

¥ 8QHPSOR\PHQW UDWH JLYHQ LWV LPSDFW RQ ERUURZHUV:- DELOLW\ WR PHHW WK
¥ +3, JLYHQ WKH VLJQLILFDQW LPSDFW LW KDV RQ PRUWJDJH FROODWHUDO YDOXEL

,QIODWLRQ LPSDFWYV DUH DOVR UHIOHFWHG ZLWKLQ DOO IRXU VFHQDULRY DV WKH
7KH IROORZLQJ JUDSKV VKRZ WKHVH WZR NH\ HFRQRPLF DVVXPSWLRQV XVHG LQ Wtk

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGXdwrbki WR F XV
JRUZDUG ORRNLQJ LQIRUPDWLRQ LQFRUBRRWDWHG LQ WKH (&/ PRGHC
.H\ HFRQRPLF DVVXPSWLRQV DV DW 'HFHPEHU

:KLOH WKH *URXS V (&/ FDOFXODWLRQ LV SDUWLFXODUO\ VHQVLWLYH WR XQHPSOR
(QJODQG %DVH 5DWH UHPDLQ NH\ GULYHUV RI WKH SURYLVLRQ FDOFXODWLRQ DQG
DOO NH\ PHDVXUHY DUH VKRZQ EHORZ IRU WKH ILYH \HDU IRUHFDVW SHULRG

3HDN WR $YHUDJH WR

6FHQDULR WURXJIK 5DQJH 'HF

ZHLIJKWLQJ

8QHPSOR\PHQW
%DVH +3,

*'3

%DVH 5DWH

8QHPSOR\PHQW
'RZQVLGH3,

*'3

%DVH 5DWH
6HYHUH 8QHPSOR\PHQW

+
GRZQVLG*H33'

%DVH 5DWH
8QHPSOR\PHQW
8SVLGH +3,
*'3
%DVH 5DWH

+3, FKDQJH DQG *'3 FKDQJH DYHUDJH WR 'HFHPEHU DUH VKRZQ DV WKH DQQXDO FRPSRXQG JURZWK UDWHYV

$ VLIQLILFDQW GHJUHH RI HVWLPDWLRQ UHODWHY WR WKH UHODWLYH ZHLJKWLQJV
KRXVH SULFH LQGH[ DQG WKH XQHPSOR\PHQW UDWH DV LQGLFDWHG DERYH ,Q RUG

DSSO\LQJ RI D SDUWLFXODU VFHQDULR RQ WKH UHSRUWHG ,)56 (&/ SURYLVLRQ
ZDV ZKROO\ FDOFXODWHG RIWWKRIKEGVIH¥BHRQ®ELRQ... RU ...PLOOLRQFRPSDUHG ZLWHK
WKH UHSRUWHG SURYLVLRQ ,I D ZHLIJKWLQJ ZDV DWWULEXWHG WR WKH VHYHUF
PLOOLRQ RU .. PLOOLRQ
*URXS '"HFHPEHU '"HFHPEHU
)56 '"HFUHDVH )56 '"HFUHDVH

SURYLVLRQ LQFUHDVH SURYLVLRQ LQFUHDVH
6FHQDULR .. P ..P
,)56 ZHLJKWHG DYHUDJH g 3

%DVH VFHQDULR

'RZQVLGH VFHQDULR

6HYHUH GRZQVLGH VFHQDULR

8SVLGH VFHQDULR

7KH DERYH VHQVLWLYLWLHY DUH SUHVHQWHG RQ D *URXS EDVLVY DV WKH UHWDLO
LV WKH GULYHU RI WKH VHQVLWLYLW\ LPSDFW

7KH (&/ FDOFXOBWRG DERI HDFK VFHQDULR PXOWLSOLHG E\ WKH VFHQDULR SURED
SURYLVLRQ 7KLV LV GXH WR WKH VWDJLQJ RI ORDQV ZLWKLQ HDFK VFHQDULR YDU!
RYHUDOO SURYLVLRQ FDOFXODWLRQ DQG KDYLQJ D ZHLJKWHG DYHUDJH PRQWK R
HFRQRPLF VFHQDULRV 7KH SUREDELOLW\ ZHLJKWHG (&/ LV WKHQ FDOFXODWHG ED
SURYLVLRQ LV GHWHUPLQHG XVLQJ DQ XSOLIW WR DFFRXQW IRU QRQ OLQHDULW\ L

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERERXQWYV

,PSDLUPHQW RQ ORDQV DQG DG¥dDVWQBKMNM WR FXV

JRUZDUG ORRNLQJ LQIRUPDWLRQ LQFRUSRWDWHG LQ WKH (&/ PRGHC
6HQVLWLYLW\ DVVHVVPHQW
$V DW '"HFHPEWUGHFUHDVH WR WKH DQQXDO +3, DVVXPSWLRQ E\ FRPELQHG ZL\

UDWH DVVXPSWLRQ RI WKURXJKRXW WKH IRUHFDVW SHULRG ZRXOG KDYH WKH LI
E\ ... PLOOLRQPIULRPLRQPWAQLRQ 7KLV LV GULYHQ E\ WKH UHWDLO VHFXUHG SRUW
WKH RYBIO OHQGLQJ DVVHWYV
*URXS
5HWDLO S5HWDWAVLQHVY DQG 5HWDLO S5HWDEXVLQHVYV DQG
VHFEFXUHXQVHFXUHEBPPHUFLDO 7RWDO VHFXUHXQVHFXUHRPPHUFLDO 7RWDO
6HQVLWLYLW\ LPSDFWV RQ (&P .. P .. P ..P ..P ..P .. P .. P
8QGHUO\LQJ (&/ 3 3
6HQVLWLVHG (&/ 3 3
"LIITHUHQFH 3 3 3 3

,Q SUDFWLVH PXOWL IDFWRU VHQVLWLYLWLHV VXFK DV WKH DERYH KDYH OLPLWDW
PRGLILHG E\ WKH DSSOLFDWLRQ RU UHPRYDG®GDRDWXEHEAEWHQWDO DGMXVWPHQWYV E!

2ZWKHU FUHGLW ULVN LQIRUPDWLRQ

7KLV VHFWLRQ SURYLGHV IXUWKHU LQIRUPDWLRQ RI WKH *URXS V OHQGLQJ DVVHW
XQGHUO\LQJ ULVN RI WKH SRUWIROLR $GGLWLRQDO LQIRUPDWLRQ UHODWLQJ WR \
DOVR LQFOXGHG LQ WKH FUHGLW ULVN VHFWLRQ RI WKH 5LVN ODQDJHPHQW 5HSRU\

SHWDLO VHFXUHG

$ UHFRQFLRILBYWHRHQWY LQ JURVV EDODQFHV DQG (&/ SURYLVLRQ IRU WKH *URXS Ul
VWDJH IURP -DQXPRU\'HFHPEHW VHW RXW EHORZ )RU WKH *URXS PRYHPHQW S
*URXS WDSEDHHRRQV LQ WKH *URXS RQO\ KDG U H YRD IMDK ¥ HHFTOULHY® ® HSIRV $RIFVH W\ G L
SOHDVH UHIHU WR WKH 6RFLHW\ WDEOHV LQFOXGHG LQ WKH ZLGHU ORDQV DQG DG
HDUOLHU LQ WKLV QRWH DV WKH 6RHASRWXRQW\ KDV UHWDLO VHFXUHG

6WDJH 6WDJH 6WDJH 32&, 7TRWDO
BURYLVLRQ BURYLVLRQ BURYLVLRQ
*URVV PRQWK *URVV OLIHWLPH *URVV OLIHWLPH *URVV
EDODQFH (&/ EDODQFH (&/ EDODQFH (&/ EDODQFBIURYLVLRQ
oo [P 00 [P 00 [P oo [P oo [P 00 [P 00 [P

*URXS P

$W -DQXDU\

/RDQV UHFRJQLVHG RQ DFTXLVLWLRQ 3 3 3

ORYHPHQWV ZLWK ,QFRPH 3 3 3 3 3 3 3 3

BWDWHPHQW LPSDFW
7UDQVIHUV IURP 6WDJH WR 6WDJH s s s
7UDQVIHUV IURP 6WDJH WR 6WDJH s s s
7UDQVIHUV IURP 6WDJH WR 6WDJH s 3 3 s
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH s s s s s
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3

1HW PRYHPHQW DULVLQJ IURP

WUDQVIHU RI VWDJHV s

1HZ ORDQV RULJLQDWHG s s s

5HPHDVXUHPHQW RI (& GXH WR

FKDQJHV LQ ULVN SDUDPHWHUV 3 3 3 3

/IRDQV GHUHFRJQLVHG LQ WKH SHULRG

1HW ZULWH RIIV 3 3 3 3 3 3

'QFRPH 6WDWHPHQW FKDUJH IRU WKH

SHULRG

5HSD\PHQW DQG FKDUJHV 3 s 3 s

$W '"HFHPEHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX¥dDVWQBKMNM WR FXV

2ZWKHU FUHGLW ULWVRAQWQIRXBBDWLRQ

SHWDLO VAREXW HXGHG

7KH *URXS XSGDWHV LWV VHEXULW\ YDOXHV XVLQJ WKH 1DWLRQZLGH %XLOGLQJ 6R
DVVHVVPHQW RI WKH SRUWIROLR DOVR LQFOXGHV DQ LQXAWRPDWHGS Y DIOGODDAL R € YK
YDOXHYV

7KH /79 GLVWULEXWLRQ RI WKH *URXS UHWDLO VHFXUHG ERRNIEWK)BE WKMWDJH ZLG}
PRUWJDJH ERRN KDYLQJ DQ /79 RI TRKH ORIBKW LQFUHDVH LQ WKH KLJKHU /79 EDC
SUuLPDULO\N E\ WKH DFTXLVLWLRQ RI WKH %DQN +RZHYHU WKH RYHUDOO DYHUDJH
DW GXULQJ WKRKLWDY VKREQ ¥WDJH EHORZ

$V DW 'HFHPEHU 6WDJH 6WDJH6WDJH 32&, 7TRWDO (&1
,QGH[HG ORDQ WR YDOXH oo [P ooa [P oo [P ooa [P oo [

WR
WR
WR
WR
W R 3 3

!
7RWDO

$V DW '"HFHPEHU 6WDJH 6WDJH6WDJH 32&, 7TRWDO (&1
,QGH[HG ORDQ WR YDOXH ... P ..P ... P ..P ... P

WR
WR
WR
WR
WR 3

| 3

7RWDO

6RFLHW\ 6WDJH 6WDJH 6WDJH 7TRWDO (&/ 6WDJH 6WDJH 6WDJH 7TRWDO (&/
,QGH[HG ORDQ WR YDOXR oo [P oo [P ooa [P coo (g ... P .. P ...P .. P ..P

WR
WR
WR
WR
W R 3 3 3

| 3 3 3 3 3

7TRWDO

7KH FUHGLW TXDORWS RHWRHO VHFXUHG ERRN UHPDLQV KLJK DQG SHUIRUPDQFH F

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX®DMQBKN WR FXV
2WKHU FUHGLW ULWNQWQIRUBDWLRQ

SHWDLO VAREXW HXGHG

7KH WDEOH EHORZ DQDO\VHVY WKH FUHGLW ULVN H[SRVXUH E\ SUREDELOLW\ RI GHII
FDOFXODWHG XVLQJ WKH ,QWHUQDO 5DWLQY% %PROWK, 3% DPSURBDHFK XQIGRHWP BW'LR |
FULWHULD DQG WKH GLIITHUHQFHYVY EHWZHHQ WKH ,)56 (&/ FDOFXODWLRQ DQG UHJX
WKH DFFRXQWYV

*URXS *URVV EDODQRERVYV EDODQRERVYV EDODQFH
$V DW 'HFHPEHU 6WDJH 6WDJH 6WDJH 32&, 7TRWDO (&1
5LVN JUDGHV ooa [P coa [P cao [P coo [P ooo [

WR
WR
WR
WR
WR
GHIDXOW S 9
2WKHU
7RWDO

6RFLHW\ *URVV EDODQREIRVYV EDODQRERVYV EDODQFH
$V DW 'HFHPEHU 6WDJH 6WDJH 6WDJH 32&, 7TRWDO (&1
5LVN JUDGHV coa [P coa [P oo [P coo [P ooo [l

WR
WR
WR
WR
WR g
GHIDXOW 9 9

2WKHU g
7RWDO

W w| w| w

*URXS *URVV EDODQREIRVYV EDODQBERVY EDODQFH
$V DW 'HFHPEHU 6WDJH 6WDJH 6WDJH 32&, 7TRWDO (&1
5LVN JUDGHYV ..P ...P ...P ...P ...P

WR 3
WR 3
WR 3
WR 3
WR 3
GHIDXOW 3 3

2WKHU

7RWDO

6RFLHW\ *URVV EDODQRERVV EDODQEHRYVYV EDODQFH
$V DW 'HFHPEHU 6WDJH 6WDJH 6WDJH 32&, 7TRWDO (&1
5LVN JUDGHV ..P ..P ..P ...P ...P

WR 3 3
WR 3
WR 3
WR 3
WR 3
GHIDXOW 3 3
2WKHU 3
7RWDO

2WKHU LQFOXGHYV HTXLW\ UHOHDVH PRUWJDJHVY DQG RWKHU ORDQV ZKHUH FUHGLW ULVN LV DVVHVVHG XVLQJ DOWHUQDWL"
DWWULEXWDEOH WR XQGHUO\LQJ DFFRXQWV DQG WKHUHIRUH DUH QRW DOORFDWHG DFURVV ULVN JUDGHV RU WR GHIDXOW
6WDJH DQG 32&, EDODQFHV ZLWK 3'V UHODWH WR 32&, DFFRXQWV WKDW KDYH FXUHG EXW UHPDLQ FODVVHG DV 32&,

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKk R&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX®DMQBKN WR FXV
2WKHU FUHGLW ULWNQWQIRUBDWLRQ

,Q WKH IRQUAHRZDRIQY XQVHFXUHG SRUWIROLR GLVFORVXUHV QR FRPSDUDWLYH LQIRU
DFTXLUHG RQ -DOR®RRLHW\ VSHFLILF GLVFORVXUHYV KDYH EHHQ SURYLGHG DV WKl
RSHUDWLYH %DQN S O F

S5HWDLO XQVHFXUHG

$ UHFRQFLOLDWLRQ RI PRYHPHQWYV LQ JURVVY EDODQFHV DQG (&/ SURYLVLRQ IRU W
IURP -DQXDWR '"HFHPEHW VHW RXWRBHWKH *URXS

6WDJH 6WDJH 6WDJH 32&, 7RWDO
BURYLVLRQ BURYLVLRQ BURYLVLRQ
*URVV PRQWK *URVV OLIHWLPH *URVV OLIHWLPH *URVV
EDODQFH (&/ EDODQFH (&/ EDODQFH (&/ EDODQFBURYLVLRQ
oo [P 000 [P 000 [P oo [P oo [P 000 [P 000 [P

*URXS P
$W -DQXDU\ 3 3 3 3 3 3 3 3
/IRDQV UHFRJQLVHG RQ DFTXLVLWLRQ S e S

ORYHPHQWYV ZLWK ,QFRPH
6WDWHPHQW LPSDFW

7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3
7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3

1HW PRYHPHQW DULVLQJ IURP

WUDQVIHU RI VWDJHV 3 3

1HZ ORDQV RULJLQDWHG & g g &
5HPHDVXUHPHQW RI (&/ GXH WR

FKDQJHV LQ ULVN SDUDPHWHUYV 3 3 3 3

/IRDQV GHUHFRJQLVHG LQ WKH SHULRG 3 3 3 3 3
1HW ZULWH RIIV 3 3

,QFRPH 6WDWHPHQW FKDUJH IRU WKH

SHULRG

5HSD\PHQW DQG FKDUJHV & & g & g

$W 'HFHPEHU

7KH WDEOH EHORZ DQDO\VHV WKH FUHGLW ULVN H[SRVXUH E\ 3" RI UHWDLO XQVHF)>
,QWHUQDO 5DWLQJV %DVHG&55% [PRIUROD BKVXQMHUPDMRULW\ RI WKH ERRN KDV D 3

*URXS *URVV EDODQURYVYV EDODQURVY EDODQFH
$V DW 'HFHPEHU 6WDJH 6WDJH 6 WDJH 32&, 7TRWDO (&1
5LVN JUDGHV ooo [P ooo [P ooo [P ooo [P ooo [

WR
WR
WR
WR
WR 3 3 3
WR S

WR g

GHIDXOW g g

7RWDO

W w| w| w
W w| w| w
W w| w| w

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKk R&ERRXQWYV

,PSDLUPHQW RQ ORDQV DQG DGX®DMQBKN WR FXV
2WKHU FUHGLW ULWNQWQIRUBDWLRQ
%XVLQHY® FRPPHUFLDO OHQGLQJ

$ UHFRQFLROLMRWIHRRHQWY LQ JURVV EDODQFHV DQG (&/ SURYLVLRQ IRU WKH EXVLQH
VWDJH IURP -DQXPU\'HFHPEHW VHW RXW EHORZ IRU WKH *URXS 1R FRPSDUDWLY}
SUHVHQWHG DV WKLV SRUWIROLR ZDV DFTXLUHG E\ WKH *URXS RQ -DQXDU\

6WDJH 6WDJH 6WDJH 32&, 7RWDO
BURYLVLRQ BURYLVLRQ BURYLVLRQ
*URVYV PRQWK *URVV OLIHWLPH *URVV OLIHWLPH *URVV
EDODQFH (&1 EDODQFH (&1 EDODQFH (&1 EDODQFBURYLVLRQ

*URXS ...P ..P ..P ...P ...P ..P ..P ..P
$W _DQXDU\ 3 3 3 3 3 3 3 3
/RDQV UHFRJQLVHG RQ DFTXLVLWLRQ 3 s 3

ORYHPHQWV ZLWK ,QFRPH

BWDWHPHQW LPSDFW

7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3 3 3

7UDQVIHUV IURP 6WDJH WR 6WDJH 3 3 3

1HW PRYHPHQW DULVLQJ IURP
WUDQVIHU RI VWDJHV 3 3 3

1HZ ORDQV RULJLQDWHG s s s s
5HPHDVXUHPHQW RI (& GXH WR

FKDQJHV LQ ULVN SDUDPHWHUV 3 3 3 3 3 3 3
/RDQV GHUHFRJQLVHG LQ WKH SHULRG s s 3

1HW ZULWH RIIV 3 3 3 3

,QFRPH 6WDWHPHQW FKDUJH IRU WKH

SHULRG 3
5HSD\PHQW DQG FKDUJHV s 3 3 3 3 3
$W  'HFHPEHU 3

7KH WDEOH EHORZ DQDO\VHV WKH FUHGLW ULVN H[SRVXUH E\ UHJXODWRU\ VORWW|
FXVWRPHUV

*URXS *URVV EDODQURYVYV EDODQURVY EDODQFH
$V DW 'HFHPEHU 6WDJH 6WDJH 6 WDJH 32&, 7TRWDO (&1
5LVN JUDGHV ooo [P ooo [P ooo [P ooo [P ooo [

6WURQJ g g g
*RRG S

6DWLVIDFWRU\ = =
:HDN S
'HIDXOW g

2WKHU

7RWDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

7DPWLRQ

*URXS *URXS 6RFLHW\ 6RFLHW\

r ...P r ...P

&XUUHQW WD]J

8. FRUSRUDWLRQ WD]

8. FRUSRUDWLRQ WD[ 2 DGMXVWPHQW LQ UHVSHFW RI SULRU \HDUV
7RWDO FXUUHQW WD[ FKDUJH FUHGLW

"HIHUUHG WD]

&XUUHQW \HDU

$GMXVWPHQW LQ UHVSHFW RI SULRU \HDUV

7RWDO GHIHUUHG WD[ FUHGLW

7RWDO FUHGLW  FKDUJH

$ UHFRQFLOLDWLRQ EHWZHHGQGMWKH DFWKDOIJWDDQG WD[ WKDW ZRXOG EH GXH LI WK

UDWH RI ZDV DSSOLHG WR WKH SURILW EHIRUHWWWRO QRWKRXW DGMXVWPHQW |
*URXS *URXS 6RFLHW\  6RFLHW\
..P ..P ..P ..P

BURILW EHIRUH WD[ 3%7

7D[ DW 8. VWDQGDUG UDWH RI FRUSRUDWLRQ WD[ RQ 3%7 RI

6 XUFKDUJH RQ EDQNLQJ SURILWYV g g
7D[ FUHGLW RQ $GGLWLRQDO 7LHU FDSLWDO GLVWULEXWLRQ
([SHQVHV LQFRPH QRW GHGXFWLEOH IRU WD[ SXUSRVHYV

*DLQ RQ DFTXLVLWLRQ 3 g 3
5HFRJQLWLRQ Rl GHIHUUHG WD[ DVVHW LQ UHODWLRQ WR WDy ORVVHV?3 3
S8WLOLVDWLRQ RI XQUHFRJQLVHG GHIHUUHG WD[ DVVHWYV 3 g 3
'"HIHUUHG WD[ DULVLQJ IURP VXUFKDUJH UDWH 3 S 3
$GMXVWPHQWY LQ UHVSHFW RI SULRU \HDUV 3

7RWDO FUHGLW FKDUJH

%DQNLQJ FRPSDQLHV DQG EXLOGLQJ VRFLHWLHY DUH UHTXLUHG WR SD\ D VXUFKDUJH RI RQ WKHLU WD[DEOH SURILWV L(
RI .. PLOOLRQ 7KH 6RFLHW\ DQG LWV VXEWQOLBLDUN AKXE 8 R FRAS AMRD W KHHV % D RKND 8 J H

7KH 6RFLHW\ V $7 FDSLWDO LQVWUXPHQW LV FDWHJRULVHG DV D +\EULG &DSLWDO ,QVWUXPHQW +&, DQG LV WD[DEOH X
Rl WKH 6RFLHW\-V $7 LOVWUXPHQWY DUH GHGXFWLEOH IRU WD[ SXUSRVHV

6RPH EXVLQHVV H[SHQVHV RU LQFRPH DOWKRXJK HQWLUHO\ DSSURSULDWH IRU LQFOXVLRQ WKH *URXS-V DFFRXQWV DUH
OLDELOLW\ ([DPSOHV RI WKHVH H[SHQVHV LQFOXGH LQFOXGH WUDQVDFWLRQ FRVWY DQG GHSUHFLDWLRQ RQ DVVHWV QRW T

7KH *URXS KDV DQ HIIHFWLYH WD[ UDWH IRU WK H KHDHI IRIFMLYXVWD[ UDWHV DUH EH
VWDQGDUG FRUSRUDWLRQ WD[ UDWH ODUJHO\ GXH WR WKH DFFRXQWLQJ JDLQ RQ [
WR WD[DWLRQ LQ LQGLYLGXDO HQWLWLHV ZLWKLQ WKHA DU R ¥ 8§l ®MVL IMQ DWHRY BIWVRL @R\ \B
GLVWULEXWLRQV WR KROGHUV RI WKH 6RFLHW\-V $7 QQN@® XGHH 8 WURIG..W DP [DO/VIHRN
UHFRJQLWLRQ LQ UHODWLRQ WR WD[ ORVVHV RI ... PLOOLRQ ..QLO DOVR FRC(
VWDQGDUG UDWH

7KH 6RFLHW\ KDV DQ HIIHFWLYH WD[ UDWH IRU WKHKHD WRWPRLIQXEZHORZ EHOR:
VWDQGDUG FRUSRUDWLRQ WD[ UDWH SULPDULO\ GXH WR WKH WD[ FUHGLW LQ UHOI
LQVWUXPHQW RI ... PLOOLR®QG D IXUWKGOLREDP IFUBIGRW RI ..... PLOOLRQ FKDUJH
LQFRPH QRW GHGXFWLEOH IRU WD[ SXUSRVHV

'LWK D 8. FRUSRUDWLRQ WD[ UDWH RI DORQJVLGH WKH %DQN &RUSRUDWLRQ 7D]
H[FHVV Rl ... PLOOLRQ WKH FRPELQHG UDWH RI WD[ RQ EDQ N LU USHER W.BV[VDIVQY HH\M
DQG OLDELOLWLHV DW 'HFHPEHU KDYH EHHQ FDOFXODWHG RQ WKHVH UDWHYV
UHODWHG WLPLQJ GLIIHUHQFHV

7KH *URXS LV OLDEOH WR SD\ D GRPHVWLF WRS XS WD[ IRU WKH GLIITHUHQFH EHWZ}
WKH 8. DQG WKH PLQLPXP UDWH DV D UHVXOW RI WKH 8. *RYHUQPHQW HQDFWLQ.
H[FHSWLRQ LQ SODFH UHJDUGLQJ WKH DFFRXQWLQJ IRU IRUZDUG ORRNLQJ GHIHUU
*URXS KDV DVVHVVHG WKH LPSDFW RI WKH OHJLVODWLRQ ZLWK VXSSRUW IURP LWV
GRHV QRW H[SHFW DQ LPSDFW RQ FXUUHQW RU GHIHUUHG WD[HV

7KH *URXS SXEOLVKHV LWV WD[ VWUDWHIJ\ RQ WKH ZHEVLWH DW ZZZ WKHFRYHQWU\
JXUWKHU LQIRUPDWLRQ RQ WKH *URXS V GHIHUUHG WD[ SRVLWLRQ LV GLVFORVHG |

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



1RWHV WR WKkoeR&sRRXQWYV

7TD[DWHRR®@LQXHG

7D RQ LWHPV UHSRUWHG WKURXJK WKH 6WDWHPHQWY Rl &RPSUHKHQVLYH ,QFRPH

*URXS *URXS 6RFLHW\ 6RFLHW\
6WDWHPHQWY Rl &RPSUHKHQVLYH ,QFRPH ..P ..P ..P .. P
7D[ FUHGLW RQ UHPHDVXUHPHQW RI GHILQHG EHQHILW SHQVLRQ SODQ
7D[ FUHGLW RQ IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH 3
7D[ FUHGLW RQ FDVK IORZ KHGJHV
7RWDO

L QYHVWPHQWX.QGHURXBNLQJV

6KDUHV /IRDQV 7TRWDO

6RFLHW\ ..P .. P ..P
$W -DQXDU\

ORYHPHQWYV

$W 'HFHPEHU

7KH 6RFLHW\ KDV WKH IROORZLQJ FRQVROLGDWHG VXEVLGEQUWMNHQGGHQWIRVPLQJIV DC

$FWLYH VXEVLGLDU\ X@HEHIHDNQRUSDO DFWLY LW\ VKD UG KR
*RGLYD ORUWJIDJHV /LPLWHG ORUWJIDJH OHQGLQJ
,7/ ORUWJDJHV /LPLWHG ORUWJIDJH OHQGLQJ

7KH &R RSHUDWLYH %DQN +ROGLQJV S,QWHUPHGLDU\ KROGLQJ FRPSDQ\
7KH &R RSHUDWLYH %DQN )LQDQFH S OOGWHUPHGLDU\ KROGLQJ FRPSDQ\
7KH &R RSHUDWLYH %DQN S O F 3URYLGHU RI EDQNLQJ RSHUDWLRQV

ORUWJDJH $JHQF\ 6HUYLFHV 1XPEHU 2QRUMHU PRUWJIDJH DQG VIQGLFDWHG OHQGLQJ

[N

ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU 72RUWKU PRUWJDJH OHQGLQJ
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU )RRWPWG PRUWJIDJH OHQGLQJ
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU )L RUPWG PRUWJIDJH OHQGLQJ
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU 6)RUNWPEHU PRUWJIDJH OHQGLQJ
3ODWIRUP )XQGLQJ /WG JRUPHU PRUWJDJH OHQGLQJ
6HFRQG 5RRGKLOO /HDVLQJ /WG ,QDFWLYH
7KLUG 5RRGKLOO /HDVLQJ /WG ,QDFWLYH
JRXUWK 5RRGKLOO /HDVLQJ /WG ,QDFWLYH

&R RSHUDWLYH %DQN )LQDQFLDO $GY LMHUPWAW G
%ULWDQQLD 3HQVLRQ 7UXVWHHV /WG| 'RUPDQW
%36 3ULQFLSDO (PSOR\HU /WG 'RUPDQW
7KH &R RSHUDWLYH %DQN 3HQVLRQ 7 U XRUNP D\Q &/
%ULWDQQLD 1HZ +RPHV 6FRWODQG /WBUPDQW

&RQVROLGDWHG VWUXFWXUHG HQWLWLHYV

$ VWUXFWXUHG HQWLW\ LV DQ HOQWLW\ LQ ZKLFK YRWLQJ RU VLPLODU ULJKWYV DUH
HQWLWLHY DUH FRQVROLGDWHG ZKHQ WKH VXEVWDQFH RI WKH UHODWLRQVKLS LQ(

VHW RXW LQ QRWH

7KH IROORZLQJ VWUXFWXUHG HQWLWLHYVY DUH FROQOWRHPLHEDWHG LQWR WKH *URXS [IL(

&RQVROLGDWHG VWUXFWX UG HEWL@ASDO DFWLYLW)

&RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG %RQGRUWIDJH DFTXLVLWLRQ DQG JXDUDQWR
&RYHQWU\ *RGLYD &RYHUHG %RQGV (/3 ORUWJIDJH DFTXLVLWLRQ DQG JXDUDQWR
(FRQRPLF ODVWHU ,VVXHU SOF )XQGLQJ YHKLFOH

ORRUODQG &RYHUHG %RQGV //3 ORUWJIDJH DFTXLVLWLRQ DQG JXDUDQWR

U RI FR
U RI FR

U RI FR

7KH QDWXUH DQG ULVNV DVVRFLDWHG ZLWK WKH 6RFLHW\ V LQYHVWPHQWY LQ WKH

DUH GLVFORVHG LQ QRWH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

 OQYHVWPHQWYV LQ *URXS8WQE&H&WDNLQJV

7KH EHORZ WDEOH VKRZV WKH DGGUHVVHV RI DOO VXEVLGLDULHY LQ WKH WDEOHYV

$GGUH\\%§GUHVV

UHIHUH

&RYHQWU\ +RXVH +DUU\ :HVWRQ 5RDG %LQOH\ &RYHQWU\ &9 74
%DOORRQ 6WUHHW ODQFKHVWHU 0 %¢(
2DNILHOG +RXVH +DUU\ :HVWRQ 5RDG &RYHQWU\ &9 74
WK J)ORRU &KXUFKLOO 30DFH /RQGRQ ( +8
%ODLUWRQ +RXVH 20G $EHUGHHQ 5RDG %DOPHGLH $EHUGHHQVKLUH $% 6+

8QFRQVROLGDWHG VWUXFWXUHG HQWLWLHYV

7KH *URXS LV WKH VSRQVRU IRU :DUZLFN )LQDQFH 5HVLGHQWLDO ORUWJDJHV 1XPE!
HYVWDEOLVKHG IRU WKH SXUSRVHV RI VHOOLQJ %DQN *URXS OHJDF\ UH@WDLO VHFXU
7KH *URXS GRHVY QRW FRQVROLGDWH WKLV HQWLW\ DV LW KDV QR VXEVWDQWLYH S
LQIOXHQFH LWV H[SRVXUH WR YDULDEOH UHWXUQV IURP LWV FRQWLQXLQJ LQYROY

$V VSRQVRU WKH *URXS KROGV DPRUWLMHGGL RRVINQ GDWHXGE QRWHVXABLOD.OHR QY L BEERAD KV
FODVVHG DY FRHHW 7KH PD[LPXP H[SRVXUH WR ORVV DVVRFLDWHG ZLWK WKH *URXS
HOQWLW\ LV WKH FDUU\LQJ YDOXH RI WKH VHFXULWLHV

'XULQJ WKH \HDU LRQFERPHRQIZDV UHFRJQLVHG LQ DVVRFLDWLRQ ZLWK WKH *URXS V
PDGH XS RI D FRPELQDWLRQ RI LQWHUHVW LQFRPH RQ WKH UDWHG QRWHV IDLU YL
IHH LOQOFRPH IRU OHJDO WLWOH KROGHU VHUYLFHV SURYLGHG 7KH *URXS QR ORQJH

'"HFHPEHU
QWD QDNVEGIRV V
([WHUQDO,@WHUQSDROUH GHSRVLW ([ WHUQDO@WH U Q&RUWH GHSRVLW
DFTXLUHGHYHORSHQWDQJLEOHRWDO DFTXLUH@HYHORSHGWDQJLEOHRWDO
*URXS P P P P P P P P
&RVW
$wW -DQXDU\ 3 3
5HFRJQLVHG RQ DFTXLVLWLRQ 3 3 3 3
$GGLWLRQV 3 3 3
'LVSRVDOV 3 3 3
$wW '"HFHPEHU 3
$PRUWLVDWLRQ
$wW -DQXDU\ 3 3
&KDUJH IRU WKH \HDU 3 3
'LVSRVDOV 3 3 3
$wW '"HFHPEHU 3
1HW ERRN YDOXH DW '"HFHPEHU 3

,QFOXGHG ZLWKLQ WKH *URXS .FRDOOHRRU.WKE& \RDDAWLWLRQDO DPRUWLVDWLRQ F
UHVXOW RI LOWHJUDWLRQ GHFLVLRQV PDGH GXULQJ WKH \HDU

JXUWKHU LQIRUPDWLRQ UHODWLQJ WR WKH UHFRJQLWLRQ RI WKH FRUH GHSRVLW L

(IWHUQDOO\ DFTXLUHG DQG LQWHUQDOO\ GH YLIHIDFRSHIMIDO//IHRWV BIQ®G O.L RHF WPV FW L

HIWHUQDOO\ DFTXLUHG ...QLO PLOWHRQDRODGHHWORHWBKH FRXUVH RI FRQV WL
PDLQO\ WR WKH *URXS:-V LOQYHVWPHQW LQ QHZ VA\VWHPV DQG SODWIRUPV WR PHHW
WKDW WKHVH QHZ VA\VWHPY DQG SODWIRUPVY DUH QRW \HW UHDG\ IRU XVH E\ WKH E
WKHVH DVVHWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

QWD QJLE Ol oy VK &/ V

([ WHUQDOO\, QWHUQDOO\ ([ WHUQDOO\,QWHUQDOO\
DFTXLUHG GHYHORSHG 7RWDO DFTXLUHG GHYHORSHG 7RWDO
6RFLHW\ ... P ... P ... P ...P ...P ...P
&RVW
$W -DQXDU\
$GGLWLRQV 3 3
"LVSRVDOV 3 3

$W 'HFHPEHU

$PRUWLVDWLRQ

$W -DQXDU\

&KDUJH IRU WKH \HDU 3 3
"LVSRVDOV 3 3
$W 'HFHPEHU

1HW ERRN YDOXH DW 'HFHPEHU

,QWDQJLEOH DVVHWYV SULPDULO\ FRQVLVW RI HIWHUQDOO\ DFTXLUHG DQG LQWHUQ
UHODWHG KDUGZDUH SXUFKDVH

QWHUQDOO\ GHYHOR'$HG& PEAVIHMWOFOWPRPHQOLRQ...PLOOLRQ RI DVVHWV LQ WKH FRXU
FROQVWUXFWLRQ 7KHVH DVVHWYVY UHODWH PDLQO\ WR LQYHVWPHQW LQ QHZ V\VWHP
EXVLQHVV 7R WKH H[WHQW WKDW WKHVH QHZ VA\VWHPY DQG SODWIRUPV DUH QRW
EHHQ FKDUJHG DJDLQVW WKHVH DVVHWYV

3URSHUW)\ SBDXQLE DHEW

(TXLSPHQVBLJKW RI (TXLSPHQWLJKW RI

/DQG DQIgWXUHV DQGXVH /DQG DQGL[WXUHV XVH

EXLOGLQJVLWWLQJIJWVVHWY 7RWDCEXLOGD®RIY ILWWLOMW HWV7RWDO
*URXS P P P P P P P P
&RVW
$W -DQXDU\
5HFRJQLVHG RQ DFTXLVLWLRQ 3 3 3 3
$GGLWLRQV 3 3
'LVSRVDOV 3
$W '"HFHPEHU

'"HSUHFLDWLRQ
$W -DQXDU\

&KDUJH IRU WKH \HDU 3
'"HSUHFLDWLRQ RQ GLVSRVDOYV 3
$W '"HFHPEHU S

1HW ERRN YDOXH DW 'HFHPEHU

'XULQJ WKH \HDU FHUWDLQ ORQJ OHDVHKROG DVVHWV WRWDOOLQJ .. P ZHUH UHFODVVLILHG DV ULJKW RI XVH DVVHWV

,QFOXGHG ZLWKLQ WKH *URXS.FRDOOHRRU.WKE8 \RDDAGLWLRQDO GHSUHFLDWLRQ U
SURSHUW\ DV D UHVXOW RI LQWHJUDWLRQ GHFLVLRQV PDGH GXULQJ WKH \HDU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

3URSHUW\ SODQW D@GWHIXNESPHQW

(TXLSPHQWLJKW RI (TXLSPHQWLJKW RI

/IDQG DOQIWXUHVY DQGXVH /IDQG DQGAL[WXUHV XVH

EXLOGLQJVLWWLQJIJDVVHWY 7TRWDCEXLOGDQX ILWWL@WWHWV7RWDO
6RFLHW\ ...P ... P ... P ...P ...P ...P ...P ...P
&RVW
$W -DQXDU\
$GGLWLRQV 3 3
'LVSRVDOV o)
$W '"HFHPEHU

'"HSUHFLDWLRQ
$W -DQXDU\

&KDUJH IRU WKH \HDU 3 3
'"HSUHFLDWLRQ RQ GLVSRVDOV 3
$W  'HFHPEHU

1HW ERRN YDOXH DW 'HFHPEHU

'XULQJ WKH \HDU FHUWDLQ ORQJ OHDVHKROG DVVHWY WRWDOOLQJ ... P ZHUH UHFODVVLILHG DV ULJKW RI XVH DVVHWYV

7KH QHW ERRN YDOXH RI ODQ G \DIRME@GEXECCILQHIY RZWKB *URXS IRU LWV RZQ DFWLYL
WKHUHIRUH H[FOXGHYV DQ\ ULJKW RI XVH DVVHWYV

*URXS *URXS 6RFLHW\ 6RFLHW\

oo [ .. P oo [ .. P

1HW ERRN YDOXH

5LJKW RI XVH DVVHWV DGGLWLRQV LQFOXGHV QHZ OHDVHV HQWHUHG LQWR GXULQ.
IROORZLQJ FKDQJHV LQ OHDVH DJUHHPHQWY GXULQJ WKH SHULRG 7KHVH FKDQJHV
RU DPHQGPHQWY WR DQ H[LVWLQJ FRQWUDFW

'LVSRVDOV UHODWH WR DVVHWV WKDW ZHUH UHWLUHG GXULQJ WKH \HDU
7KH QHW ERRN YDOXH RI ULJKW RI XVH DVVHWW DRARDNHVHWODWHY WR WKH IROORZL(

*URXS *URXS 6RFLHW\ 6RFLHW\
...P ...P ...P ... P
3URSHUW\
(QKDQFHG GDWD LQIUDVWUXFWXUH
7TRWDO
2WKHU DVVHWYV
$W '"HFHPEHU WKH *URXS DQG 6RFLHW\ KHOG D EDODQFH RI .. PLOOLRQ LQ
IXQGV KHOG ZLWK LQGHSHQGHQW SD\LQJ DJHQWY LQ UHDGLQHVV IRU WKH SXUFKD)
SO RQ -DQXDU\ $W "HFHPEHU ... QMROCIORZOQODFRARYOHWLRQ RI WKH DFTXLVL

3HQVVRRHPH

7KH *URXS RSHUDWHV ERWK IXQGHG DQG XQIXQGHG GHILQHG EHQHILW DQG GHILQH

'"HILQHG ERHEKHRHYV

7KH 6RFLHW\ VSRQVRUV RQH GHILQHG EHQHILW SHQVLRQ VFKHPH &RYHQWU\ %XLO
JROORZLQJ WKH DFTXLVLWLRQ RI WKH %DQN WKH *URXS QRZ VSRQVRUV D IXUWKHL
6HFWLRQ RI 7KH &R RSHUDWLYH 3HQVLRQ 6FKHPH 3DFH '% RKGRWKSHDWYRWMOBMDD
IXUWKHU ... PLOOLRQ XQIXQGHG OLDELOLWLHYV IURP OHJDF\ %DQN DUUDQJHPHQWYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERER XQWYV

3HQVLRQ VERKWIRMBHG

'"HILQHG EHQHILW VFKHPHYVY FRQWLQXHG

$00 RI WKH VFKHPHY DUH RYHUVHHQ E\ VHSDUDWH WUXVWHH FRPSDQLHV WKDW DU
WKH VFKHPHV DUH UHTXLUHG WR DFW LQ WKH EHVW LQWHUHVWYV Rl WKH VFKHPH P
GHWHUPLQHG E\ HDFK VFKHPH :V$\®0XWRK I6RHF X ADHMWDORMHEG WR QHZ PHPEHUV DQG |
$QQXDO LQFUHDVHY RQ SHQVLRQV LQ SD\PHQW IRU DOO GHILQHG EHQHILW VFKHPH
UXOHV )XUWKHU GHWDLO RQ WKH LQGLYLGXDO VFKHPHV DUH SURYLGHG EHORZ

TKWFKHPHY WA\SLFDOO\ H[SRVH WKH *URXS WR DFWXDULDO ULVNV VXFK DV LQYHVW
ORQJHYLW\ ULVN 7KHVH FRXOG LPSDFW WKH %DODQFH 6KHHW DQG RQ\3ILFHH '&LVH
DQG %36 WKLV HIIHFW LV VXEVWDQWLDOO\ PLWLIJDWHG E\ WKH VSHFLDOLVW LQVXI
IXOO\ RIITZVHW FKDQJHV LQ OLDELOLWLHY DULVLQJ IURP SULQFLSDO LQYHVWPHQW D
EH SDUWLDOO\ PLWLIJDWHG E\ DQ LQFUHDVH LQ WKH YDOXH RI WKH ERQGYV DQG OLI

&%6 6FKHPH

7KH &%6 6FKHPH KDV EHHQ FORVHG WR QHZ PHPEHUV VLQFH 'HFHPEHU LW SURY
VDODU\ DQG ZDV FORVHG WR IXWXUH VHUYLFH DFFUXDO IURP 'HFHPEHU 7KH
6FKHPH ZDV FDUULHG RXW DV DAKLV OWKREZMHBEBWGHILFLW DQG VLQFH LW LV FORVHG
FRQWULEXWLRQV ZHUH PDGH LQ UHVSHFW Rl PHPEHUV:- SHQVLRQDEOH VDODULHV
QRQH DUH SODQQHG DKHDG RI WKH QH[W DFWXDULDO YDOXDWLRQ 7KH 6RFLHW\ FR
FRQWULEXWLRQV LQFOXGLQJ OHYLHV WR WKH 3HQVLRQ 3URWHFWLRQ )XQG 7KH G
WKURXJK LQYHVWPHQW SHUIRUPDQFH

2YHUDOO WKH EDODQFH KDV UHPDLQHG LQ D OLDEPQDOWL BEMEWRPRBULQ WKH \HDU
PLOOLRQ GBUNHW PRYHPHQWY RU WKH UHVXOWLQJ LQFUHDVH LQ FRUSRUDWH ERQ
UHVXOWNGLWEWO\ KLIJKHU GLVFRXQW UDWH DSSOLHG :KLOVW WKLV KDV UHGXFHG
EHHQ D JUHDWHU RIIVHWWLQJ LPSDFW RQ WKH \LHOGV DQG RYHUDOO DVVHW YDOX
7KH 6RFLHW\ ZLOO EH DEOH WR UHGXFH WKLV REOLJDWLRQ LQ WKH IXWXUH HLWKH
RU WKURXJK LQFUHDVHG FRQWULEXWLRQV

7KH &%6 6FKHPH HPSOR\V D /LDELOLW)\ 'ULYHQ ,QY (DAKPIKQW KRO GY YD SWRBWQOQRO VR B
DUH VHQVLWLYH WR FKDQJHV LQ LQWHUHVW UDWHV DQG RU LQIODWLRQ H[SHFWDW
ZKHQ FRPELQHG WKH YDOXH RI WKH &%6 6FKHPH V DVVHWY DUH H[SHFWHG WR PRY
JLYHQ FKDQJH LQ LQWHUHVW UDWHVY DQG RU LQIODWLRQ H[SHFWDWLRQV 7KH IXQC
LQWHUHVW UDWH VZDSV LQIODWLRQ VZDSV JLOW WRWDO UHWXUQ VZDSV DQG SK\
FKDQJHV LQ LQWHUHVW UDWHY DQG LQIODWLRQ DQG WKH IXQG PDQDJHU ZLOO IRO
LQGLYLGXDO IXQG UHDFKHV D KHLJKWHQHG OHYHO DQG IROORZ D UH OHYHUDJLQJ
GHFUHDVHV WR D GHSUHVVHG OHYHO

7KH DYHUDJH GXUDWLRQ RI WKH GHILQHG EHQHH WFRIFPE& HIDW L\RI@ DW WKHOIBHWLRG F
3DFH "%

3DFH '% KDV EHHQ FORVHG WR QHZ PHPEHUV DQG IXWXUH DFFUXDO VLQFH 2FWREH
UHYDOXHG HDUQLQJV EDVLV 7KLV PHDQV WKDW EHQHILWY HDUQHG E\ D PHPEHU

HDUQLQJVY RYHU WKH OHQJWK RI VHUYLFH 7KH ODWHVW IXOO DFWXDULDO YDOXDW
WKH 3DFH 7UXVWHH FRPSOHWHG D IXO0O "EX\ LQu WUDQVDFWLRQ WR LQVXUH VFK
LQVXUDQFH SROLF\ I[URP VFKHPH DVVHWYV KDYLQJ SUHYLRXVO\ FRPSOHWHG D SD
WKHVH "EX\ LQu WUDQVDFWLRQV PDWHULDOO\ DOO OLDELOLWLHV LQ UHVSHFW R
HTXLYDOHQW YDOXH $V DERYH WKLV PHDQV WKH SULQFLSDO ULVNV DVVRFLDWHG
LV WKH SRWHQWLDO WR FRPSOHWH D IXOO0 "EX\ RXWp LQ WKH IXWXUH WKURXJK L\
VXEVHTXHQW ZLQG XS RI WKH VFKHPHYV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

3HQVLRQ VERKWRbBHG

'"HILQHG EHQHILW VFKHPHV FRQWLQXHG
3DFH '% FRQWLQXHG

$V DW $SULO WKH GDWH RI WKH PRVW UHFHQW FRPSOHWHG WULHQQLDO IXQ
PLOOLRQ DQG VXEVHTXHQWDWWKRKSOIKXWBHAG EXKILEXt LOQVXUHG VFKHPH EHQHILWY WKU|
SROLF\ ZLWK UHVLGXDO ULVN FRYHU 7KH DQQXDO IXQGLQJ XSGDWH DV DW $SL
UHGXFWLRQ UHODWLYH WR WKH $SULO YDOXDWLRQ LQFOXGLQJ WKH SUHPLXP
1R GHILFLW UHFRYHU\ FRQWULEXWLRQV DUH LQ SODFH EXW WKH 3DFH 7UXVWHH L
HVFURZ DUUDQJHPHQW XQGHU WKH WHUPV RI D 3D\PHQW $JUHHPHQW LQ WKH H
FLUFXPVWDQFHYV

7KH *URXS KDV UHFRJQLVHG D QHPWOSH®RWLRQ DMVEWKW RYBDBBH % XUDWLRQ RI WKH
EHQHILW REOLIJDWLRQ DW 'WEKHPEHULRG\HRGWH G

%36

%36 KDV EHHQ FORVHG WR QHZ PHPEHUV VLQFH DQG WR IXWXUH DFFUXDO \
YDOXDWLRQ RI %36 ZDV FDUULHBHR%®6 DTW DWVHHH ERPS O EXWHLA P WUDQVDFWLRQ LQ
DOVR ZLWK WKH SRWHQWLDO WR FRPSOHWH D IXO0 "EX\ RXWpu RI WKH VFKHPH LQ
SROLFLHV WR PHPEHUV DQG VXEVHTXHQW ZLQG XS Rl WKH VFKHPH

7KH DFWXDULDO YDOXDWLRQ RVKRRBBHBE RWG BIMKUBOXV RI ... PLOOLRQ DQG QR GH
FROWULEXWLRQV DUH UHTXLUHG

7KH *URXS KDV UHFRJQLVHG D QHPWOSHQRWLRQ DMVBEWFRI Rl %36 IRU WKH VHKIHU HQ G H (
DYHUDJH GXUDWLRQ RI WKH GHILQHG EHQHILW HREEHOPEIDW.VRTHDWVWKH SHULRG HQGH

SHQVLRQ EHQHILW REOLJDWLRQ

7KH DVVXPSWLRQV XVHG DUH DFURVV WKH VFKHPHY DUH VKRZQ EHORZ 7KHUH KDY
DGRSWHG IRU WKLV SHULRG V GLVFORVXUHV FRPSDUHG ZLWK WKH SULRU SHULRG
WKH &%6 6FKHPH RQO\ GXH WR WKH DFTXLVLWLRQ RI WKH %DQN RQ -DQXDU\

7KH FRVWV RI WKH VFKHPHYV ZHUH DVVHVVHG LQ DFFRUGDQFH ZLWK WKH DGYLFH R
WKH SURMHFWHG XQLW FUHGLW PHWKRG

7KH SUHVHQW YDOXH Rl WKH VFKHPHV OLDELOLWLHV LV PHDVXUHG E\ GLVFRXQWL!
RXW E\ WKH VFKHPHV XVLQJ WKH SURMHFWHG XQLW FUHGLW PHWKRG 7KH YDOXH F
RI VEFKHPH DVVHWY DQG WKH QHW VXU RMXW KR E%D ODNYE K REEQHBL HVHQWH G

$VVHW 2EOLJDWLRQ 1HW $VVHW 2EOLJDWLRQ 1HW
6FKHPH P P P P P P
&%6 6FKHPH
6RFLHW\ WRWDO
3DFH '% 3 3 3
%36 3 3 3
7RWDO IXQGHG VXUSOXV REOLJDWLRQ
8QIXQGHG 2EOLJDWLRQ 3 3 3 3
1HW VXUSOXV REOLJDWLRQ
6KRZQ DV
3HQVLRQ EHQHILW VXUSOXV 3

3HQVLRQ EHQHILW REOLJDWLRQ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

3HQVLRQ VERKWIRMBHG

ORYHPHQW LQ IXQGHG SHQVLRQ EHQHILW REOLJDWLRQ

*URXS *URXS 6RFLHW\ 6RFLHW\

.. P ..P ..P .. P

BUHVHQW YDOXH RI REOLJDWLRQ

$V DW -DQXDU\

5HFRJQLVHG RQ DFTXLVLWLRQ 3 g 3
,(QWHUHVW H[SHQVH

%HQHILW SD\PHQWYV IURP SODQ DVVHWYV

5HPHDVXUHPHQWYV s 3 s 3
(IlHFWV RI FKDQJHV LQ GHPRJUDSKLF DVVXPSWLRQV s 3
(IIHFWV RI FKDQJHV LQ ILQDQFLDO DVVXPSWLRQV
(IIHFWV RI H[SHULHQFH DGMXVWPHQWV 3 3 3

$V DW '"HFHPEHU

YDLU YDOXH Rl SODQ DVVHWYV

$V DW -DQXDU\

5HFRJQLVHG RQ DFTXLVLWLRQ 3 3 3
,QWHUHVW LQFRPH

%HQHILW SD\PHQWYV IURP SODQ DVVHWYV

5HWXUQ RQ DVVHWYV

$GPLQLVWUDWLYH ([SHQVHV 3 3
$V DW 'HFHPEHU

JXQGHG SHQVLRQ EHQHILW REOLJDWLRQ VXUSOXV

7KH PRYHPHQW LV DQDO\WVHG EHORZ

BHQVLRQ EHQHILW REOLJDWLRQ VXUSOXV DV DW -DQXDU\

5HFRJQLVHG RQ DFTXLVLWLRQ 3 g 3
$PRXQW UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW 3 g 3
S5HPHDVXUHPHQW ORVVHYV

JXQGHG SHQVLRQ EHQHILW REOLJDWLRQ VXUSOXV DV DW '"HFHPEHU

*URXS *URXS 6RFLHW\ 6RFLHW\

...P ...P ... P ...P
$PRXQW UHFRJQLVHG LQ 2WKHU &RPSUHKHQVLYH ,QFRPH
5HWXUQ RQ SODQ DVVHWYV

(I'THFW RI FKDQJHV LQ GHPRJUDSKLF DVVXPSWLRQV 3 3
(I 'THFW RI FKDQJHV LQ ILOQDQFLDO DVVXPSWLRQV
(I 'THFW RI H[SHULHQFH DGMXVWPHQWYV 3 g 3

S5HPHDVXUHPHQW ORVV RI SHQVLRQ EHQHILW VXUSOXV

$PRXQW UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW

$GPLQLVWUDWLYH ([SHQVHV 3 B 3
1HW ,QWHUHVW H[SHQVH RQ GHILQHG EHQHILW REOLJDWLRQ @3 3 3
1HW H[SHQVH 3 3 3

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

3HQVLRQ VERKWIRMBHG
7TKHOPMRU FDWHJRULHV RI SODQ DVVHWYV DUH

*URXS *URXS 6RFLHW\ 6RFLHW\

...P ..P ...P .. P

4XRWHG
&RUSRUDWH ERQGYV DQG OLDELOLW\ PDWFKLQJ
(TXLWLHV 3 3
SQLW WUXVWV 3 3
8QTXRWHG
$QQXLWLHV 3 3 3
&DVK 3
&RUSRUDWH ERQGYV DQG OLDELOLW\ PDWFKLQJ
'"LUHFW OHQGLQJ
'"LYHUVLILHG JURZWK IXQGV
3URSHUW\ 3 3
8QLW WUXVWV
7RWDO

7KH SULQFLSDO ZHLJKWHG DYHUDJH DFWKDAJQRDVDVVXPSWLRQV XVHG DUH DV

JLQDQFLDO DVVXPSWLRQV
'LVFRXQW UDWH

5DWH Rl SHQVLRQDEOH VDODU\ LQFUHDVH 3 3
5DWHV RI LQIODWLRQ 5HWDLO 3ULFHV ,QGH]

5DWHV RI LQIODWLRQ &RQVXPHU 3ULFHV ,QGH]

/LIH H{SHFWDQF\ IRU PRUWDOLW\ WDEOHV XVHG WR GHWHUPLQALE®BHI)WPEE@HIDWIORDQOH )HPDOH
OHPEHU DJH FXUUHQW OLIH H[SHFWDQF\
OHPEHU DJH OLIH H[SHFWDQF\ DW DJH

7KH DVVXPSWLRQVDRI®M EPYWBRWWKH DFWXDULDO WDEOH NQRZQ DV WKH 6 3[$ WDI

DVVXPSWLRQV DUH RI WKH 6 3[$ WDEOH ZLWK &0, SURMHFWLRQV ZLWK D
6 3[$ ZLWK &0, SURMHFWLRQV ZLWK D S D ORQJ WHUP LPSURYHPHQW UD
DVVXPSWLRQV DUH RI WKH 6 3[$ WDEOH ZLWK &0, SURMHFWLRQV ZLWK D

7KH *URXS KDV WR PDNH DVVXPSWLRQV RQ WKH GLVFRXQW UD W H/ FIK®HW LERIO D Q 61
DQG FKDQJHV LQ WKHVH DVVXPSWLRQV FRXOG DIIHFW WKH UHSRUWHG EROMKFH 7
BRFLHW\ WR FKDQJHV LQ WKH ZHLJKWHG SAN\Y A GSPWORZVIRAS WWLRQVWHNG FKDQJHV Lt
LW LV OLNHO\ WKDW DVVXPSWLRQV ZLOO EH UHODWHG WR HDFK RWKHU DQG LPSDF

BHQVLWLYLW\ DQDO\VLYV KDV EHHQ SUHVHQWHG VHSDUEWXHOQ IRWUW RH HFPHBR WRK H® H
WKH 3DFH '% DQG %36 VFKHPHV UHVXOWLQJ LQ WKHP EHLQJ VXEMHFW WR OHVV YD!

&KDQJH LQ,QFUHDVH LQ@QFUHDVH LAFUHDVH LHFUHDVH LQ
&%6 6FKHPH DVVXPSWLRRVVXPSWLRRVVXPSWLRRQRVVXPSWLRRVVXPSWLRQ
,PSDFW RQ SUHVHQW YDOXH RI REOLJDWLRQ .. P ... P

'LVFRXQW UDWH

5DWHV RI LQIODWLRQ 5HWDLO 3ULFHV ,QGH[ DQG &RQVXPHU
BULFHV ,QGH]

/LIH H[SHFWDQF\ \HDU

&KDQJH LQ,QFUHDVH LQ@QFUHDVH LAFUHDVH LHFUHDVH LQ
3DFH "% DQG %36 DVVXPSWLRRVVXPSWLRRVVXPSWLRRQRVVXPSWLRRVVXPSWLRQ
,PSDFW RQ SUHVHQW YDOXH RI REOLJDWLRQ .. P .. P

'LVFRXQW UDWH

5DWHV RI LQIODWLRQ 5HWDLO 3ULFHV ,QGH[ DQG &RQVXPHU
BULFHV ,QGH]

/LIH HISHFWDQF\ \HDU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERRXQWYV

SHQVLRQ WRKRWIRFEtHG

&RQVLGHUDWLRQ RI UHFHQW 8. +LJK &RXUW FDVH DSSHDO 9LUJLQ OHGLD /WG Y 17,

,Q -X0O\ WKH 8. +LJK &RXUW XSKHOG RQ DSSHDO D FDVH GHFLVLRQ ZKLFK FRQFI
SHQVLRQ VFKHPHVY WKDW ZHUH FRQWUDFWHG RXW RI WKH VWDWH SHQVLRQ V\VWHF

WKH *RYHUQPHQW FRPPLWWHG WR LOWURGXFH OHJLVODWLRQ WR DOORZ SHQV
DFWXDULDO FRQILUPDWLRQ WKDW KLVWRULF EHQHILW FKDQJHVY PHW WKH QHFHVVD
WKH GDWH RI DSSURYDO RI WKHVH ILQDQFLDO VWDWHPHQWY DV WR ZKHWKHU WKH
EH DQ\ PDWHULDO LPSDFW

'"HIHUUHG WD]|

'"HIHUUHG WD[ DVVHWY DQG OLDELOLWLHY DUH DWWULEXWDEOH WR WKH IROORZLQ.

*URXS *URXS 6RFLHW\ 6RFLHW\
...P ...P ...P ...P
"HIHUUHG WD[ DVVHWYV
2WKHU GHULYDWLYHYV 3
"HILQHG EHQHILW SHQVLRQ SODQ REOLJDWLRQ 3

([FHVV RI FDSLWDO DOORZDQFHV RYHU GHSUHFLDWLRQ

BURYLVLRQV DQG RWKHU WHPSRUDU\ GLIIHUHQFHV .

7D[ ORVVHV 3 S 3
7TRWDO GHIHUUHG WD[ DVVHWYV

'"HIHUUHG WD[ OLDELOLWLHYV
&DVK IORZ KHGJHV

'HILQHG EHQHILW SHQVLRQ SODQ VXUSOXYV 3 . 3
,QYHVWPHQW LQ HTXLW\ VKDUHV S
S5HVHDUFK DQG GHYHORSPHQW LQWDQJLEOH DVVHWYV

7UDQVIHU RI HQJDJHPHQWYV 2 IDLU YDOXH DGMXVWPHQWYV 3 = 3

7RWDO GHIHUUHG WD[ OLDELOLWLHYV
1HW GHIHUUHG WD[ DVVHW OLDELOLW\

'"HIHUUHG WD[ OLDELOLWLHYV KDYH EHHQ RI1VHWO D QB WKGE! i IHH WUWKHH® W DY DVOHWWDVWO L
RINTVHW 7KH GHIHUUHG WIHFEHPEBQBHYVOBIWW WD[ UDWHYV B Q BifKWWGGDW HV KeHH KADIO
FRUSRUDWLRQDWB[RDQNLQJ VXUFKDUJH RI ZKHUH LW DSSOLHYV

'"HIHUUHG WD[ DVVHWY DUH UHFRJQLVHG ZKHUH WKH\ KDYH DULVHQ RQ WKH EDVLYV
DYDLODEOH WR XWLOLVH WKH GHIHUUHG WD[ DVVHWY DQG DUH UHFRJQLVHG RQO\
DJDLQVW IXWXUH SURILWY EDVHG RQ FXUUHQW 8. WD[ ODzV

7KH *URXS KDV UHFRJQLVHG GHIHRIUMHGLROQ QD¥ QHWAMWRBRHAWWRULFDO WUDGLQJ ORVYV
PLOOLRQ ..QLO ZKLFK UHODKNID\ZW RN WHRLW KR A YINUN GDWH IRU WKH XWLO|
UHVWULFWHG WR RU Rl WD[DEOH SURILWY GHSHQGLQJ RQ ZKHQ WKRVH WD[ O

'"HIHUUHG WD[ DVVHWY DUH UHFRJQLVHG RQO\ WR WKH H[WHQW WKDW WKH *URXS H
FXUUHQW 8. W GBZMUUHG WD[ DVVHW UHFRJQLVHG LV EDVHG RQ WKH %RDUG DSS
DVVXPSWLRQV DERXW WKH %DQN:-V WUDGH DQG SURILWDELOLW\ RYHU WKH ILYH \HI

OHDVXUHPHQW RI GHIHUUHG WD[ DVVHWV LQ UHVSHFW RI IXWXUH WD[DEOH SURILW
7KH ILYH \HDU SODQQLQJ SHULRG DQG ILYH \HDU SHULRG EH\RQG WKH ILQDQFLDO ¢
XQFHUWDIO®D LMRMWBVVHW UHFRJQLVHG $ UDQJH RI SODXVLEOH VFHQDULRYV DUH F
DVVHW UHFRJQLVHG DQG WKH WLPH SHULRG RYHU ZKLFK LW ZLOO EH UHFRYHUHG
VHQVLWLYLW\ RI IRUHFDVW SURILWDELOLW\ WR PDFURHFRQRPLF FRQGLWLRQV DQG
VWUDWHILF WDUJHWYV

$ PRYHPHQW RI LQ WKHW®R WKKWXOSISOLMNHBUY EH\RQG WKH DSSURYHG ILQDQFLDC
PRYHPHQW LQ WKH GHIHUUHG WD[ DVVHW EDODQFH

$ UHGXFWLRQ RU LQFUHDVH LQ WKH SURILWDELOLW\ IRUHFDVW IRU WKH ILQDQF
GHFUHDVH RU LQFUHDVH LQ WKH GHIHUUHG WD[ DVVHW EDODQFH

$ IXUWKHBLOOLRQ ..QLO RI GHIHUUHG WD[ DVVHWV LQ UHODWLRQ WR WKH %D
UHFRJQLVHG PWHU 'HBW WKH\ KDYH QRW \HW PHW WKH DVVHVVPHQW OMHKYHOURAE H|!
DOVR KDV DQ XQUHFRJQLVHG GHIHUUHG WD[ DVVHW RI .. PLOOLRQ ..QLO UH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERER XQWYV

'"HSRVLWYV IURP EDQNYV

*URXS *URXS 6RFLHW\ 6RFLHW\

.. P .. P .. P .. P
%DQN RI (QIODQG 7)60( 3
6DOH DQG UHSXUFKDVH DJUHHPHQWY UHSRV LQ UHODWLRQ WR
&RYHUHG ERQG SURJUDPPH
"HEW VHFXULWLHV
2WKHU
7RWDO GHSRVLWYV IURP EDQNYV

2WKHU GHSRVLWYV IURP EDQNV LQFOXGHV WKH FROODWHUDO UHFHLYHG KHOG DJDLQVW GHULYDWLYH ILQDQFLDO DVVHWYV

'"HEW VHF XWQWYIXHHV

7K1 FKDWQIWW GHEW VHFXULWLHYV DVBXHEB EORVZR/H *URXS

S5HVLGHQWLDO S5HVLGHQWLDO
ORUWJDJH ORUWJDJH
OHGLXP &RYHUHG %DFNHG OHGLXP &RYHUHG%DFNHG
WHUP QRWHERQGWHFXULWLHVRWDWHUP QRWHERQGWHFXULWLHVRWDO
*URXS .. P .. P .. P .. P .. P .. P .. P ..P
$V DW -DQXDU\
5HFRJQLVHG RQ DFTXLVLWLRQ g 3 3 3 3
&DVK IORZV
1RQ FDVK IORZV
JRUHLJQ H[FKDQJH PRYHPHQWYV g 3
&KDQJH LQ DFFUXHG LOQWHUHVW 3 3
$PRUWLVDWLRQ
8QZLQG RI IDLU YDOXH RQ DFTXLVLWiLRQ S 3 3 3 3

$V DW '"HFHPEHU

7KH FKDQJHV LQ GHEW VHFXULWLHY LVVXHG E\ WKH 6RFLHW\ DUH DV IROORZV

5HVLGHQWLDO 5HVLGHQWLDO
ORUWJDJH ORUWJDJH
OHGLXP &RYHUHG %DFNHG OHGLXP &RYHUHG%DFNHG
WHUP QRWHERQGWHFXULWLHVRWDWHUP QRWHERQGWHFXULWLHVYRWDO
6RFLHW\ .. P .. P .. P ..P ..P ..P .. P .. P
$V DW -DQXDU\
&DVK IORZV 3 3
1RQ FDVK IORZV
JRUHLJQ H[FKDQJH PRYHPHQWYV 3 3
&KDQJH LQ DFFUXHG LQWHUHVW 3 3 3
$PRUWLVDWLRQ 3 3
&KDQJH LQ IDLU YDOXH WKURXJK SURILW . , . . s
DQG ORVV

$V DW '"HFHPEHU

'"HEW VHFXULWLHV LQ LVVXH DUH UHSD\DEOH LQ WKH RUGLQDU\ FRXUVH RI EXVLQH
*URXS *URXS 6RFLHW\ 6RFLHW\

~-r ... P ~-r ... P

$FFUXHG LQWHUHVW

2WKHU GHEW VHFXULWLHV

,Q QRW PRUH WKDQ RQH \HDU
,Q PRUH WKDQ RQH \HDU
7RWDO

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERRXQWYV

'"HULYDWLYH LD WQKEPH®D W V
7KH *URXS HOHFWHG WR FRQWLQXH WR DSSO\ WKH KHGJH DFFRXQWLQJ UHTXLUHPH

5LVN PDQDJHPHQW VWUDWHIJ\

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY SUHGRPLQDQWO\ LQWHUHVW UDWH DQG FL
PLWLJDWLQJ LQWHUHVW UDWH ULVN IRUHLJQ H[FKDQJH ULVN RU LQWHUHVW UDWH
5LVN ODQDJHPHQW 5HSRUW :KHUH DSSURSULDWH WKH\ DUH GHVLJQDWHG DV KHGJ
IORZ KHGJH UHODWLRQVKLSY XQGHU WKH WHUPV RI 8. DGRSWHG ,$6 "HULYDWLY}
OLTXLGLW\ RU ZKROHVDOH LQVWUXPHQWY VRPHWLPHY UHIHUUHG WR DV fPLFUR: K
SURGXFWV VRPHWLPHV UHIHUUHG WR DV fPDFUR:- KHGJHV

JRU PLFUR KHGJHV WKH *URXS HVWDEOLVKHV WKH KHGJLQJ UDWLR E\ FRPSDULQJ \
SULQFLSDO RI WKH LQVWUXPHQWY EHLQJ KHGJHG )RU PDFUR KHGJHV WKH *URXS |
QRWLRQDO DPRXQW RI WKH GHULYDWLYHV ZLWK WKH SULQFLSDO RI WKDW SRUWLR
PRQWKO\ EDVLVY E\ HQWHULQJ LQWR LQWHUHVW UDWH VZDSV

:KHUH LQWHUHVW UDWH ULVN LV KHGJHG RQO\ WKH LQWHUHVW UDWH ULVN HOHPH
LWHP DQG WKHUHIRUH RWKHU ULVNV VXFK DV FUHGLW ULVN ZKLFK DUH PDQDJHG

7KH LQWHUHVW UDWH ULVN HOHPHQW LV GHWHUPLQHG ZLWK UHJDUG WR WKH IL[HC
EHLQJ KHGJHG :KHUH IRUHLJQ H[FKDQJH ULVN LV KHGJHG WKH IRUHLJQ FXUUHQF\
FDVK IORZV Rl WKH IRUHLJQ FXUUHQF\ GHEW DULVLQJ VROHO\ IURP FKDQJHV LQ WK

JRU IDLU YDOXH KHGJHV WKH HIIHFWLYHQHVV RI WKH KHGJH UHODWLRQVKLS LV DV
KHGJHG LWHP DWWULEXWDEOH WR FKDQJHV LQ WKH EHQFKPDUN UDWH RI LQWHUHYV

JRU FDVK IORZ KHGJHV HIIHFWLYHQHVYV LV DVVHVVHG E\ FRPSDULQJ WKH FKDQJHV
WKH IDLU YDOXH RI WKH KHGJHG LWHP DWWULEXWDEOH WR WKH KHGJHG ULVN XVL

3RVVLEOH VRXUFHV RI LQHIIHFWLYHQHVY DUH DV IROORZYV

¥ 'LITHUHQFHVY LQ WKH EHQFKPDUN UDWHV RI LQWHUHVW XVHG WR YDOXH WKH KHG
FDVK FROODWHUDOLVHG LQWHUHVW UDWH VZDSV DUH GLVFRXQWHG XVLQJ 621,$%
KHGJHG LWHP

¥ 'LITHUHQFHV LQ WLPLQJ RI FDVK IORZVY EHWZHHQ WKH GHULYDWLYH DQG WKH KHC(

¥ 'LITHUHQFHV LQ ZHLJKWHG DYHUDJH UDWH EHWZHHQ WKH GHULYDWLYHYV DQG WK
SRUWIROLR KHGJH

$ 'LIIHUHQFHY EHWZHHQ WKH H[SHFWHG DQG DFWXDO YROXPH RI SUHSD\PHQWV ZK
UDWLR LV FDOFXODWHG ZLWK UHJDUG WR H[SHFWHG UHSD\PHQW GDWHV WDNLQ.
H[SHULHQFH

¥ +HGJLQJ GHULYDWLYHV ZLWK D QRQ JHUR IDLU YDOXH DW WKH GDWH RI LQLWLDO
f &SRXQWHUSDUW\ FUHGLW ULVN ZKLFK LPSDFWV WKH IDLU YDOXH RI XQFROODWHU!

+HGJLQJ LOQVWUXPHQWV

7KH IROORZLQJ WDEOHV FRQWDLQ GHWDLOV RI WKH KHGJLQJ LQVWUXPHQWYV XVHG
LOQGLFDWHY WKH DPRXQW RQ ZKLFK SD\PHQW IORZV DUH GHULYHG DW WKH %DODQF
DVVHWY DQG OLDELOLWLHY DUH LQFOXGHG LQ WKH %DODQFH 6KHHW DW IDLU YDO X

IRWLRQDQDLU YDOXKHDLU YDOXH 1RWLRQDQDLU YDOXKHDLU YDOXH
DPRXQW DVVHWV OLDELOLWLHNMPRXQW DVVHWY OLDELOLWLHYV
*URXS P P oco [y ... P ... P ... P

"HULYDWLYHY GHVLJQDWHG DV IDLU YDOXH KHGJHV

,QWHUHVW UDWH ULVN

"HULYDWLYHY GHVLJQDWHG DV FDVK IORZ KHGJHV

,QWHUHVW UDWH ULVN

YRUHLJQ H[FKDQJH ULVN

YRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH ULVN 3 3

2WKHU GHULYDWLYHV

,QWHUHVW UDWH ULVN

YRUHLJQ H[FKDQJH ULVN 3 3 3 3 3
7RWDO GHULYDWLYHV

&DVK IORZV DUH H[SHFW HRGXWR R BSFHULREMH D

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

'"HULYDWLYH ILQDQFLROWLQMW UXPHQWV
+HGJLQJ LQVWRXPHQ WY

IRWLRQDQDLU YDOXHDLU YDOXH 1RWLRQDQDLU YDOXHDLU YDOXH
DPRXQW DVVHWYV OLDELOLWLHMPRXQW DVVHWYV OLDELOLWLHYV
6RFLHW\ P P ar .. P .. P ..P

'"HULYDWLYHV GHVLIJQDWHG DV IDLU YDOXH KHGJHYV
,QWHUHVW UDWH ULVN

'"HULYDWLYHYVY GHVLIJQDWHG DV FDVK IORZ KHGJHV
,QWHUHVW UDWH ULVN

JRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH ULVN g 3
2WKHU GHULYDWLYHYV
,QWHUHVW UDWH ULVN g

7TRWDO GHULYDWLYHYV

7KH IROORZLQJ WDEOHV VHW RXW WKH PDWXULW\ SURILOH DQG DYHUDJH LQWHUHYV
LOQVWUXPHQWY XVHG LQ WKH *URXSHF HKMHEBEHU QR WW DWW HMH\AFRQWUDFWXDO PDWXULW
WKH 5LVN ODQDJHPHQW 5HSRUW

7KH IROORZLQJ WDEOH FRQWDLQV GHWDLOV RHFBIPENDOXH KHGJHG H[SRVXUHV DW

ODWXULW\
8S WR RQHQH WR WKWKHIHHH PRQWRQH WR IDRHH WKDQ ILYH
PRQWK PRQWKV WR RQH \HDU \HDUV \HDUV

*URXS .. P ..P .. P ..P ..P
,QWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW

$YHUDJH IL[HG LQWHUHVW UDWH
JRUHLJQ H[FKDQJH ULVN

&RQWUDFW QRWLRQDO DPRXQW 3 3

$YHUDJH IL[HG LQWHUHVW UDWH 3 3 3

$YHUDJH ... % H[FKDQJH UDWH 3 B
YRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW 3 3 3 3

$YHUDJH IL[HG LQWHUHVW UDWH 3 3 3 3
$YHUDJH ... % H[FKDQJH UDWH 3 3 3 B

ODWXULW\
8S WR RQMHQH WR WKWKHHH PRQWRQH WR IDRHH WKDQ ILYH
PRQWK PRQWKV WR RQH \HDU \HDUV \HDUV

6RFLHW\ ..P .. P ..P .. P ..P
. QWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW

$YHUDJH IL[HG LQWHUHVW UDWH
YRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW 3 3 3 3
$YHUDJH IL[HG LQWHUHVW UDWH 3 3 3 3
$YHUDJH .. % H[FKDQJH UDWH 3 3 3 3

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

'HULYDWLYH ILOQDQFL-ROWLQMA UXPHQWV
+HGJLQJ LQVWRXPHQWS

ODWXULW\
8S WR RQHQH WR WKWKHHHH PRQWRQYH WR IDRHH WKDQ ILYH
PRQWK PRQWKV WR RQH \HDU \HDUV \HDUV

*URXS ...P ...P ...P ...P ...P
 QWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW

$YHUDJH IL[HG LQWHUHVW UDWH
YRUHLJQ H[FKDQJH ULVN

&RQWUDFW QRWLRQDO DPRXQW B 3 B B

$YHUDJH IL[HG LQWHUHVW UDWH B 3 B B

$YHUDJH ... ¥ H[FKDQJH UDWH B 3 B B
YRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW B 3 B B

$YHUDJH IL[HG LQWHUHVW UDWH B 3 B B

$YHUDJH ... ¥ H[FKDQJH UDWH B 3 B B

ODWXULW\
8S WR RQHQH WR WK/WKHHH PRQWRQH WR IDRHH WKDQ ILYH
PRQWK PRQWKV WR RQH \HDU \HDUV \HDUV

6RFLHW\ ..P ...P ..P ...P ..P
 QWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW

$YHUDJH IL[HG LQWHUHVW UDWH
YRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH ULVN

&RQWUDFW QRWLRQDO DPRXQW B 3 B B

$YHUDJH IL[HG LQWHUHVW UDWH 3 3 3 3

$YHUDJH ... ¥ H[FKDQJH UDWH 3 3 3 3

+HGJHG LWHPYV
7KH IROORZLQJ WDEOH FRQWDLQV GHWDLOV RI IDLU YDOXH KHGJHG H[SRVXUHV DW

$FFXPXODWHG DPRXQW RI IDLU $FFXPXODWHG DPRXQW RI
&DUU\LQJ DPRXQW RIYROXHHIBGMXVWPH@DY RQQUKHPRXQW RY KG)GHHEMXVWPHQWY RQ
LWHP KHGJHG LWHP LWHP KHGJHG LWHP
$VVHWV/LDELOLWLHYVVHWV/LDELOLWLHV$SVVHWV/LDELOLWLHYVVHWV/LDELOLWLHYV
*URXS ..P P ..P P ..P P ..P ..P
)DLU YDOXH KHGJHV
,QWHUHVW UDWH
$FFXPXODWHG DPRXQW RI IDLU $FFXPXODWHG DPRXQW RI
&DUU\LQJ DPRXQW RIYROXHIBGMXVWPHQWY WRQALWEMWPRXQW RIYPOEHHBGGMXVWPHQWYV R
LWHP KHGJHG LWHP LWHP KHGJHG LWHP
$VVHWV/LDELOLWLHYVVHWV/LDELOLWLHV$VVHWV/LDELOLWLHYVVHWV/LDELOLWLHV
6RFLHW\ ..P ..P ..P ..P ..P ..P ..P ..P

)DLU YDOXH KHGJHV
,QWHUHVW UDWH

$VVHWV SUHVHQWHG LQ /RDQV DQG DGYDQFHV WR FXVWRPHUV DQG 'HEW VHFXULWLHV LQ WKH %DODQFH 6KHHW
/ILDELOLWLHY SUHVHQWHG LQ 6KDUHV &XVWRPHU DFFRXQWY DQG 'HEW VHFXULWLHV LQ LVVXH LQ WKH %DODQFH 6KHHW

2l WKH .PLOOLRQ LQFUHDWHOOLRQ GHFUHDVH WRWDO DFFXPXODWHG IDLU YDOXH I
PLOOLRQ LOQOFUHDWVWHOOLRQ GHFUHDVH UHODWHYV WR KHGJLQJ LQVWUXPHQWYV IR
7KH UHPDLQGHU UHODWHYVY WR KHGJHV LQ SODFH DJDLQVW WUHDVXU\ LQVWUXPHQW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



IRWHV WR WKkRE&ERERXQWYV

'"HULYDWLYH ILQDQFLRQOQWLQMW UXPHQWYV
+HGJIJHG LAREWNVQXHG

7KH IROORZLQJ WDEOHV SURYLGH DGGLWLRQDO LQIRUPDWLRQ RQ FDVK IORZ KHGJ!
$PRXQWV UHFODVVLILHG IURP
&KDQJHV LQ )DLU 9DOXH UHVHUYHV WR ,QFRPH 6WDWHPHQW
+HGJHG LWHP +HGJHG LWHP
IRU*DLQV ORVWVH&IHG FDMXUJ DIIHFWHF®RJIQLVHG LQ
+HGJLQQHIIHFWL YHQFRM LVHORIV ZLOO QRQFRPH ,QFRPH
GHULYDWLIDWVHVVPHQW 2&, ORQJHU RFFRWDWHPHQ@WDWHPHQW
*URXS oo L oo |2 oo L oo [ P ooo [l
"HULYDWLYHY GHVLJQDWHG DV FDVK IORZ KHGJHYV
YRUHLJQ H[FKDQJH 3 3
JRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH 3 3
,QWHUHVW UDWH

3

,QHITHFWLYHQHVV LV VKRZQ LQ QRWH 1HW ORVVHV JDLQV IURP GHULYDWLYHV DQG KHGJH DFFRXQWLQJ

$PRXQWV UHFODVVLILHG IURP
&KDQJHV LQ )DLU 9DOXH UHVHUYHV WR ,QFRPH 6WDWHPHQW

+HGJHG LWHP +HGJHG LWHP
IRU*DLQV ORVMH/JHG FDNRK DIITHFSMMHFRIQLVHG LQ

+HGJILQQHIIHFWLYHORRIWLVHGRIY ZLOO QRFRPH ,QFRPH
GHULYDWLYWVHVVPHQW 2&, ORQJHU RFFXMDWHPHOWDWHPHQW
6RFLHW\ P P P P P P
'"HULYDWLYHYVY GHVLIJQDWHG DV FDVK IORZ KHGJHYV
)RUHLJQ H[FKDQJH 3 3 3 3 s 3
YRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH 3 3
,QWHUHVW UDWH 3
JQHITHFWLYHQHVV LV VKRZQ LQ QRWH

1HW ORVVHV IURP GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

$V DW'HFHPEHU EDODQFHVY UHPDLQLQJ LQ WKH FDVK IORZ KHGRHOUHDRIRIY H JURVV |
FROQWLQXLQJ KHGPHO ®DAARU GLVFRQWLQXHG.KAGOBYRQ.. PLOJDRQHVSHFWLYHO\

$PRXQWV UHFODVVLILHG IURP
&KDQJHV LQ )DLU 9DOXH UHVHUYHV WR ,QFRPH 6WDWHPHQW

+HGJHG LWHP +HGJHG LWHP

IRU*DLQV ORVYMGEJIHG FDNMNIU DIIHFBWHFRIQLVHG LQ
+HGJLQDHIIHFWLYWOFRAMLVHGRIY ZLOO QROFRPH

,QFRPH

GHULYDWLYWVHVVPHQW 2&, ORQJHU RFEXWDWHPHBWDWHPHQW
*URXS .. P P .. P .. P .. P P
'"HULYDWLYHV GHVLJQDWHG DV FDVK IORZ KHGJHV

JRUHLJQ H[FKDQJH

JRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH 3
,QWHUHVW UDWH

,QHITHFWLYHQHVY LV VKRZQ LQ QRWH 1HW ORVVHV IURP GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

$PRXQWV UHFODVVLILHG IURP
&KDQJHV LQ )DLU 9DOXH UHVHUYHV WR ,QFRPH 6WDWHPHQW

+HGJHG LWHP +HGJHG LWHP

IRU*DLQV ORVVHH&IHG FDNRK DIIHFMHFRJIQLVHG LQ
+HGJILQDHITHFWLYHRIVLVHGRAY ZLOO QRFRPH

GHULYDWLDWVHVVPHQW 2&, ORQJHU RFFBWDWHPHQW/’DQVCEEEQW
6RFLHW\ ..P .. P . P ..P ..P .. P
"HULYDWLYHVY GHVLJQDWHG DV FDVK IORZ KHGJHV
YRUHLJQ H[FKDQJH 3 3 3 3 3 3
JRUHLJQ H[FKDQJH DQG LQWHUHVW UDWH 3 3
,QWHUHVW UDWH 3

,QHIITHFWLYHQHVYV LV VKRZQ LQ QRWH 1HW ORVVHV JDLQV IURP GHULYDWLYHV DQG KHGJH DFFRXQWLQJ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkR&ERRXQWYV

SURYLVLRQV IRU OLDELOLWLHY DQG FKDUJHYV

'XULQJ WKH QRUPDO FRXUVH RI EXVLQHVVY WKH *URXS UHFHLYHV FRPSODLQWYV IUR
DGPLQLVWUDWLRQ 7KH *URXS LV DOVR VXEMHFW WR HQTXLULHV IURP DQG GLVFXV
2PEXGVPDQ 6HUYLFH )26 RQ D UDQJH RI PDWWHUYV

7KH *URXS FRQWLQXHV WR PRQLWRU RQJRLQJ OHJDO FDVHVY DQG PDNHVY DVVHVVPH

LQIRUPDWLRQ DQG H[SHFWHG RXWFRPHV 7KH *URXS GRHV QRW H[SHFW WKH XOWL}
WKUHDWHQHG RU DFWXDO OHJDO SURFHHGLQJYV UHJXODWRU\ RU RWKHU PDWWHUYV

SRVLWLRQ

7TKHUHIRUH WKHUH DUH QR PDWWHUV ZKLFK UHTXLUH GLVFORVXUH DV D FRQWLQJH
VKHHW GDWH

6XERUGLOQDWHIKOLWLH

*URXS *URXS 6RFLHWWRFLHW\
ODWXULW\
,VVXH GEBRWBO GDWBDWH 000 [ .. P r ..P

6XERUGLQDWHG OLDELOLWLHY RZHG WR QRWH KROGHUV DUH DV IROORZV
JLIHG UDWH VXERUGLQDWHG QRWHYV $XJ $XJ $XJ

JLIHG UDWH VXERUGLQDWHG QRWHV 1RY 0D\ 0D\ 3 3
7RWDO
7KH LVVXHG VXERUGLQDWHG QRWHYV ZHUH WUDQVIHUUHG WR WKH 6RFLHW\ IURP

LVVXHU GXULQJ WKH \HDU DV SDUW RI VLPSOLI\LQJ WKH *URXS IXQGLQJ VWUXFW X1

$00 WKH VXERUGLQDWHG OLDELOLWLHY DUH GHQRPLQDWHG LQ VWHUOLQJ DQG DU
ZLWK WKHLU WHUPV DW WKH RSWLRQ RI WKH LVVXHU VXEMHFW WR SULRU FRQVHQ

7KH VXERUGLQDWHG QRWHY UDQN HTXDOO\ ZLWK HDFK RWKHU DQG EHKLQG DOO R\
6KDUHKROGLQJ OHPEHUV RWKHU WKDQ KROGHUV RI BHUPDQHQW ,QWHUHVW %HDUL
3&6 |IRU ERWK SULQFLSDO DQG LQWHUHVW

7KH IL[HG UDWH VXERUGLQDWHG QRWHYV 2 FDQ EH FDOOHG DW WKH RSWLRQ
WKHLU WHUPVY VXEMHFW WR SULRU FRQVHQW RI WKH 358%
7KH IL[HG UDWH VXERUGLQDWHG QRWHYV 2 FDQ EH FDOOHG DW WKH RSWLRC

WKHLU WHUPVY VXEMHFW WR SULRU FRQVHQW RI WKH 358%

6KVFULEHG FDSLWDO

*URXS DQG 6RFLHW\ - .. P
6XEVFULEHG FDSLWDO RZHG WR SHUPDQHQW LQWHUHVW KROGLQJ PHPEHUV LV DV IROORZV

3HUPDQHQW ,QWHUHVW %HDULQJ 6KDUHV
7RWDO

6XEVFULEHG FDSLWDO FRPSULVHV WKH 6RFLHW\ V 3HUPDQHQW ,QWHUHVW %HDULQ
LQ WKH HYHQW RI WKH ZLQGLQJ XS RI WKH 6RFLHW\ ,QWHUHVW LV SDLG LQ DUUHD

3,%6 UDQN HTXDOO\ ZLWK HDFK RWKHU 7KH\ UDQN EHKLQG DOO RWKHU FUHGLWRU
WKH FODLPV RI 6KDUHKROGLQJ OHPEHUV RWKHU WKDQ KROGHUV RI 3&6 ZKLFK UDC
KROGHUV RI 3,%6 DUH QRW HQWLWOHG WR DQ\ VKDUH LQ DQ\ ILQDO VXUSOXV XSRQ

2ZWKHU HTXLW\ LQVWUXPHQWYV

,Q -XQH WKH 6IRGELHWLQABMUBEHWXDO &DSLWDO 6HFXULWLHYV 3&6 7KLV LV DOVF
&DSLWDO 7KLV 3&6 LVVXDQFH SD\V D IXOO\ GLVFUHWLRQDU\ QRQ FXPXODWLYH IL]
7KH UDWH ZLOO UHVHW RQ '"HFHPEHU DQG HYHU\ ILYH \HDUV WKHUHDIWHU WR

&RXSRQV DUH SDLG VHPL DQQXDOO\ LQ -XQH DQG '"HFHPEHU 7KH FRVW RI LVV
UHFRJQLVHG ZLWKLQ WKH 6RFLHW\:V JHQHUDO UHVHUYH

7KH UHWXUQV SDLG WR KROGHUV RI 346 DUH WUHDWHG DV DQ DSSURSULDWLRQ RI
HTXLW\ LQOVWUXPHQWY GLVWULEXWHG GLUHFWO\FIRDRFRY KSDVRRQPUO O LIRV.HUYH "X
PLOOLRQ KDYH EHHQ UHFRJQLVHG LQ WKH &RQVROLGDWHG 6WDWHPHQW RI &KDQJI
SD\PHQWYV LQFOXGH WKH LQWHUHVW UHODWLQJ WR WKH LVVXDQFH ZKLFK ZDV V

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

2WKHU HTXLW)\ LEROWUHX PAH QW YV

7KH LQVWUXPHQWY KDYH QR PDWXULW\ GDWH 7KH\ DUH UHSD\DEOH DW WKH RS
DQQLYHUVDU\ WKHUHDIWHU EXW RQO\ ZLWK WKH SULRU FRQVHQW RI WKH 35% ,I W
*URXS RQ HLWKHU DQ LQGLYLGXDO FRQVROLGDWHG RU D FRQVROLGDWHG EDVLV |
6KDUHV &&'6 DW WKH UDWH RI RQH &&'6 IRU HYHU\ .. 3&6 KHOG

7KH 3&6 UDQN EHKLQG DOO RWKHU FUHGLWRUV RI WKH 6RFLHW\ LQFOXGLQJ 6XERU!
OHPEHUV RWKHU WKDQ 3,%6 IRU ERWK SULQFLSDO DQG LQWHUHVW 7KH KROGHU\
VXUSOXV XSRQ D ZLQGLQJ XS RU ILQDO GLVVROXWLRQ RI WKH 6RFLHW\

,Q WKH SULRU \HDU D WHQGHU RIIHU IRU SUHYLRXVO\ LVVXHG 3&6 LQVWUXPHQWYV .
3&6 UHSXUFKDVHG IRU .. PLOOLRQ QHW RI WD[ $ UHVLGXDO .. PLOOLRQ ZDV U
RSWLRQDO UHGHPSWLRQ GDWH RI WKH ERQGV

J)LQOL@ERPPLWPHQWYV

7KH WDEOH EHORZ VKRZV FRPRRWRNYWRFHWWMWIDJIVDFWLRQV
*URXS *URXS 6RFLHW\ 6RFLHW\

P P ooo [ ... P

$GYDQFHV LQ UHVSHFW RI ORDQV DQG DGYDQFHV WR FXVWRPHUV IRU PRUWJDJHV
DSSURYHG EXW QRW \HW FRPSOHWHG

/RDQ IDFLOLWLHV IRU EXVLQHVY DQG FRPPHUFLDO FXVWRPHUV 3 S 3
8QXVHG FUHGLW FDUG DQG RYHUGUDIW OLPLWYV 3 S 3
7TRWDO FRPPLWPHQWY DULVLQJ IURP FXVWRPHU WUDQVDFWLRQV

2WKHU OLDELOLWLHYV

,WHPV SUHVHQWHG RQ WKH %DODQFH 6KHHW ZLWKLQ RWKHU OLDELOLWLHYV DV VKR

*URXS *URXS 6RFLHW\ 6RFLHW\
...P ...P ...P ...P
2WKHU WD[DWLRQ DQG VRFLDO VHFXULW\
$PRXQWY GXH WR EHQHILFLDU\ EDQNV B 3
/HDVH OLDELOLWLHV
$PRXQWY GXH WR FRQQHFWHG XQGHUWDNLQJV 3 3
2WKHU
7RWDO

$PRXQWY GXH WR FRQQHFWHG XQGHUWDNLQJY UHIOHFWY WKH GHHPHG ORDQ WR (F
/HDVH OLDELOLWLHYV

7KH WDEOH EHORZ VKRZV WKH PDWXULW\ SURILOH RI WKH JURVV FRQWUDFWXDO FL
OLDELOLWLHY KHOG 7KLV DQDO\VLV GLIIHUV I[URP WKH OHDVH OLDELOLWLHV EDOD
IORZV RI WKH RSHUDWLRQV

*URXS *URXS 6RFLHW\ 6RFLHW\

..P .. P ..P .. P

$PRXQWV IDOOLQJ GXH

/HVV WKDQ WKUHH PRQWKYV

*UHDWHU WKDQ WKUHH PRQWKY DQG OHVV WKDQ RQH \HDU
%HWZHHQ RQH DQG ILYH \HDUV

$IWHU ILYH \HDUV

7TRWDO

7KH *URXS KDV HOHFWHG WR DGRSW WKH H[HPSWLRQ IRU VKRUW WHUP OHDVHV RU
LQ WKH ,QFRPH 6WDWHPHQW D'H QR LWBEQNHBKHYH ZE8UOID.ULDEOH OHDVH SD\PHQ
QRW LQFOXGHG DV OHDVH OLDELOLWLHY DQG DUH H[SHQVHG DV LQPKOOHBQDQ® HW
*URXS VXEOHWWKUHRH LWV OHDVHG SURSHUWLHV 7KH LQFRPH UHFHLYHG IURP WKL
UHQWDO LQFRPH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

JLQDQFLDO LQMWUX @WK RI ILQDQGLDBLDV WH

JRU WKH SXUSRVH RI FDOFXODWLQJ IDLU YDOXHV IDLU YDOXH LV DVVHVVHG DV WK
WR WUDQVIHU D OLDELOLW\ LQ DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ PDUNHW SDU
DGYDQWDJHRXV PDUNHW WR ZKLFK WKH *URXS KDV DFFHVV DW WKDW GDWH 7KH *L
YDOXH KLHUDUFK\ WKDW UHIOHFWV WKH VLIJQLILFDQFH RI WKH LQSXWV XVHG LQ PCL

¥ /HYHO XQDGMXVWHG TXRWHG SULFHV LQ DFWLYH PDUNHWY IRU LGHQWLFDO LQ
¥ /HYHO YDOXDWLRQ WHFKQLTXHV IRU ZKLFK DOO VLIJQLILFDQW LQSXWYV DUH ED\
¥ /HYHO YDOXDWLRQ WHFKQLTXHV IRU ZKLFK VLIQLILFDQW LQSXWV DUH QRW ED\

:KHUH DSSOLFDEOH WKH *URXS PHDVXUHYV IDLU YDOXH XVLQJ WKH TXRWHG SULFH
LV UHJDUGHG DV DFWLYH LI WUDQVDFWLRQV WDNH SODFH ZLWK VXIILFLHQW IUHTXI
RQJRLQJ EDVLV :KHUH WKLV LV QRW DSSOLFDEOH WKH *URXS GHWHUPLQHV IDLU Y

)DLU YD ®OW/ PG OLDKIHIODLGVWDMVDPRUWLVHG FRVW

7KH IROORZLQJ WDEOH VXPPDULVHV WKH IDLU YDOXH RI WKH *URXS V DQG 6RFLHW:
DPRUWLVHG FRVW LQ WKH *URXS V DQG 6RFLHW\ V %DODQFH 6KHHW

&DUU\LQJ)DLU YDOXMDLU YDOXHDLU YDOXJDLU YDOXH
DPRXQW /HYHO /HYHO /HYHO 7RWDO
*URXS P ..P ..P ..P P

YLODQFLDO DVVHWV

/RDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV 3 3
/RDQV DQG DGYDQFHV WR FXVWRPHUYV 3 3

"HEW VHEXULWLHYV 3 3
JLQDQFLDO OLDELOLWLHYV
6KDUHYV

&XVWRPHU DFFRXQWYV
'"HSRVLWV IURP EDQNYV

'"HEW VHFXULWLHV LQ LVVXH
6XERUGLQDWHG OLDELOLWLHYV
6XEVFULEHG FDSLWDO 3 3

Wl w|l w| Wl w

&DUU\LQJ)DLU YDOX}DLU YDOX}DLU YDOX}DLU YDOXH
DPRXQW /HYHO /IHYHO /IHYHO 7TRWDO
6RFLHW\ ooa [P oao [P ooo [P oo [P oo [

J)LQODQFLDO DVVHWYV
/RDQV DQG DGYDQFHY WR FUHGLW LQVWLWXWLRQV 3 3

/RDQV DQG DGYDQFHV WR FXVWRPHUYV 3 3

"HEW VHFXULWLHYV 3 3 3 3 3
/RDQV ZLWK *URXS XQGHUWDNLQJV 3

JLQODQFLDO OLDELOLWLHYV
6KDUHV

&XVWRPHU DFFRXQWV
"HSRVLWV IURP EDQNYV

"HEW VHFEXULWLHV LQ LVVXH
6XERUGLQDWHG OLDELOLWLHYV
6XEVFULEHG FDSLWDO 3

w| w| w| w| w

W w| w| w| w

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

JLQDQFLDO LQNV\WUYPH@®WW RI ILQDQFLDO DVVH
FRQWLQXHG

)DLU YDOXH RI DVVHWY DQG OLDELOERNQWH YOG DW DPRUWLVHG FR

&DUU\LQJ)DLU YDOX}DLU YDOX}DLU YDOX}DLU YDOXH
DPRXQW /HYHO /IHYHO /IHYHO 7TRWDO
..P ...P ...P ... P ... P

*URXS

J)LQDQFLDO DVVHWYV
/RDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV 3 3

/RDQV DQG DGYDQFHV WR FXVWRPHUV s s

"HEW VHFXULWLHV 3 3 3 3 s
)LQDQFLDO OLDELOLWLHYV
6KDUHV

&XVWRPHU DFFRXQWYV
'"HSRVLWV IURP EDQNV

"HEW VHFXULWLHV LQ LVVXH
6XERUGLQDWHG OLDELOLWLHV
6XEVFULEHG FDSLWDO 3

W w| w| w| w

w| w| w| w| w

&DUU\VLQJ)DLU YDOXJDLU YDOXJDLU YDOXJDLU YDOXH
DPRXQW /HYHO /HYHO /HYHO 7TRWDO
6RFLHW\ ..P ..P ...P .. P ... P

JLODQFLDO DVVHWYV
/IRDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV 3 3

/RDQV DQG DGYDQFHV WR FXVWRPHUYV 3 3

'HEW VHFXULWLHV 3 3 3 3 3
/IRDQV ZLWK *URXS XQGHUWDNLQJV 3

JLODQFLDO OLDELOLWLHYV
6KDUHV

&XVWRPHU DFFRXQWYV
'"HSRVLWV IURP EDQNYV

'"HEW VHFXULWLHV LQ LVVXH
6XERUGLQDWHG OLDELOLWLHV
6 XEVFULEHG FDSLWDO 3

W w| w| w| w

w| w| w| w| w

/IRDQV DQG DGYDQFHVY WR FUHGLW LQVWLWXWLRQV

7KH IDLU YDOXH RI ORDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV RYHU WKH (
IORZVY DW D PDUNHW GLVFRXQW UDWH $PRXQWY PDWXULQJ LQ WKH VKRUW WHUP D

/IRDQV DQG DGYDQFHV WR FXVWRPHUYV

7KH IDLU YDOXH RI ORDQV DQG DGYDQFHVY WR FXVWRPHUV LV DVVHVVHG DV WKH YL
XVLQJ FROQWUDFWXDO LQWHUHVW SD\PHQWYVY DQG UHSD\PHQWY DQG WKH H[SHFWHG
DUH DSSOLHG UHJDUGLQJ H[SHFWHG OHYHOV RI FXVWRPHU SUHSD\PHQWY DQG WKFE
DUH GLVFRXQWHG DW FXUUHQW PDUNHW UDWHYV IRU WKH ORDQ W\SHVY DQG DGMXVYV
FRQGLWLRQV 7KH PDMRULW\ RIVWKR DRDNMRPBEQE DGMIRIFD IL[HG UDWH SURGXFW [
VZDS GHULYDWLYH LQVWUXPHQWY DUH LQ SODFH DJDLQVW WKHVH DVVHWV +HGJH
PLOOLRQ LQFUHDVH DW *URXS DQG ... PLOOLRQ LQFURDYVMLBYW GRFUKWYVH *HRKXBE
6RFLHW\ DUH H[FOXGHG IURP WKH FDUU\LQJ YDOXH DQG IDLU YDOXH

'"HEW VHFXULWLHV

'"HEW VHFXULWLHV IRU ZKLFK QR PDUNHW SULFH RU HI[HFXWDEOH ELG LV DYDLODEO
PHWKRGYV :KHUH WKHUH DUH UHFHQW PDUNHW SULFHV RU HI[HFXWDEOH ELGV IRU W
HVWDEOLVKLQJ D YDOXDWLRQ 2WKHUZLVH D VHFXULW\ LV YDOXHG EDVHG RQ LWV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKk R&ERRXQWYV

JLODQFLDO LQNM\NUXPH®XW RI ILQDQFLDO DVVH
FRQWLQXHG

)DLU YDOXH RI DVVHWY DQG OLDELOERNQWYXIEOG DW DPRUWLVHG FR
/IRDQV ZLWK *URXS XQGHUWDNLQJV

/RDQV ZLWK *URXS XQGHUWDNLQJV DUH PDGH XS RI LQWMHRIF® EDHDP\QFR N QUES O DIgED-
GHPDQG DUH FODVVHG DV OHYHO ,QWHUFRPSDQ\ ORDQV GXH LQ UHODWLRQ WR W
WR WKH WR WKH IDLU YDOXH RI WKH XQGHUO\LQJ FRYHUHG ERQG DQG DUH FODVVH

6KDUB®G FXVWRPHU DFFRXQWYV

7KH IDLU YIVERBI®E FXVWRPHU DFFRXQWY DYDLODEOH RQ GHPDQG DSSUR[LPDWHV \
IL[HG WHUP RU UHVWULFWHG DFFHVV GHSRVLWV LV GHWHUPLQHG IURP WKH HVWLP
PDUNHW UDWHV IRU WKRVH W\SHV Rl GHSRVLW 7KH HVWLPDWHG IDLU YDOXH RI GH
LQWHUHVW EHDULQJ GHSRVLWV LV WKH DPRXQW UHSD\DEOH RQ GHPDQG +HGJH D
EDODQFH RILQOLRQ LQFUHDVH HPHPPHBQ DUH H[FOXGHG IURP WKH FDUU\LQJ YL
DFFRXQWLQJ IDLU YDOXH DGMXVWPHQW\W Q/&LRRVMERFHABBPEREXQWV..RILO. DUH H[FO;
WKH FDUU\LQJ YDOXH DQG IDLU YDOXH

'"HSRVLWYV IURP EDQNYV

7KH IDLU YDOXH RI GHSRVLWY WDNHQ IURP ZKROHVDOH FRXQWHUSDUWLHY RYHU W
FDVK IORZV DW D PDUNHW GLVFRXQW UDWH $PRXQWYVY PDWXULQJ LQ WKH VKRUW W
'"HEW VHFXULWLHYVY LQ LVVXH VXERUGLQDWHG OLDELOLWLHY DQG VXEVFULLI

7KH HYWLPDWHG IDLU YDOXH RI ORQJHU GDWHG OLDELOLWLHYV LV FDOFXODWHG ED
VLPLODU LVVXHV DV D SUR[\ IRU WKRVH OLDELOLWLHVY WKDW DUH QRW RI VXIILFLH(
WKRVH OLDELOLWLHY ZKHUH TXRWHG PDUNHW SULFHV DUH QRW DYDLODEOH D GLV
\LHOG FXUYH DSSURSULDWH WR WKH UHPDLQLQJ WHUP WR PDWXULW\

)DLU YDOXH RPQGVOVHMALOLWLHY KHOG DW IDLU YDOXH

7KH IROORZLQJ WDEOH VXPPDULVHV WKH IDLU YDOXH RI WKH *URXS V ILQDQFLDO D
IDFH RI*WRX3QG 6 RFWbiDPWDQFH 6KHHW E\ IDLU YDOXH KLHUDUFK\ DQG SURGXFW W\SF

/HYHO /IHYHO /HYHO 7TRWDO
*URXS oo [P ooo [P oo [P oo [
JLODQFLDO DVVHWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DVVHWYV
, QWHUHVW UDWH VZDSV S S
&URVV FXUUHQF\ VZDSV & 3
7RWDO g g
'"HEW VHFXULWLHV
8. *RYHUQPHQW LQYHVWPHQW VHFXULWLHYV g g
2WKHU OLVWHG WUDQVIHUDEOH GHEW VHFXULWLHV g
7RWDO g
,QYHVWPHQW LQ HTXLW\ VKDUHV
,QYHVWPHQW LQ HTXLW\ VKDUHV g g
7RWDO g g

JLQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY OLDELOLWLHYV

L, QWHUHVW UDWH VZDSV g
&URVV FXUUHQF\ VZDSV 9 9
7RWDO 3

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKk R&ERRXQWYV

JLODQFLDO LQNM\NUXPH®XW RI ILQDQFLDO DVVH
FRQWLQXHG

)DLU YDOXH RI DVVHWY DQG OLDERQWWIx#Y¢ KHOG DW IDLU YDOXH

/IHYHO /IHYHO /IHYHO 7RWDO
6RFLHW\ ... P ... P ... P ... P
YLQDQFLDO DVVHWYV
"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DVVHWV
,QWHUHVW UDWH VZDSV 3 3
&URVV FXUUHQF\ VZDSV 3 3
7RWDO 3 3
"HEW VHFXULWLHV
8. *RYHUQPHQW LQYHVWPHQW VHFXULWLHV 3 3
2WKHU OLVWHG WUDQVIHUDEOH GHEW VHFXULWLHV 2 3 3 3
7RWDO 3 3
/RDQV ZLWK *URXS XQGHUWDNLQJV
/RDQV ZLWK *URXS XQGHUWDNLQJV 3 3
7RWDO 3 3

JLODQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY OLDELOLWLHYV

,QWHUHVW UDWH VZDSV 3
&URVV FXUUHQF\ VZDSV = g = g
7RWDO g
'"HEW VHFXULWLHV LQ LVVXH
OHGLXP WHUP QRWHYV S S
7TRWDO S S
6 XERUGLQDWHG OLDELOLWLHYV
6 XERUGLQDWHG OLDELOLWLHYV S S
7TRWDO S S
/HYHO /HYHO /HYHO 7TRWDO
*URXS ...P ... P ...P ... P

JLODQFLDO DVVHWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DVVHWYV

L, QWHUHVW UDWH VZDSV 3 3
&URVV FXUUHQF\ VZDSV 3 3
7RWDO 3 3
'"HEW VHFXULWLHV

8. * RYHUQPHQW LQYHVWPHQW VHFXULWLHYV 3 3
2WKHU OLVWHG WUDQVIHUDEOH GHEW VHFXULWLHV 3 3
7RWDO 3 3
,QYHVWPHQW LQ HTXLW\ VKDUHV

,QYHVWPHQW LQ HTXLW\ VKDUHV 3

7RWDO 3

JLQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY OLDELOLWLHYV

,QWHUHVW UDWH VZDSV 3
&URVV FXUUHQF\ VZDSV 3 3
7RWDO 3

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKk R&ERRXQWYV

JLODQFLDO LQNM\NUXPH®XW RI ILQDQFLDO DVVH
FRQWLQXHG

)DLU YDOXH RI DVVHWY DQG OLDERQWWIx#Y¢ KHOG DW IDLU YDOXH

/IHYHO /IHYHO /IHYHO 7RWDO
6RFLHW\ ..P .. P ..P .. P
YLQDQFLDO DVVHWYV
"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DVVHWV
,QWHUHVW UDWH VZDSV 3 3
&URVV FXUUHQF\ VZDSV 3 3 3 3
7RWDO 3 3
"HEW VHFXULWLHV
8. *RYHUQPHQW LQYHVWPHQW VHFXULWLHV 3 3
2WKHU OLVWHG WUDQVIHUDEOH GHEW VHFXULWLHV 3 3
7RWDO 3 3
QYHVWPHQW LQ HTXLW\ VKDUHV
L, QYHVWPHQW LQ HTXLW\ VKDUHV 3
7RWDO 3

JLODQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY OLDELOLWLHYV

, QWHUHVW UDWH VZDSV 3
&URVV FXUUHQF\ VZDSV 3 3
7RWDO 3

JLOQDQFLDO LQUWERPGEO® WW IDLU YDOXH

7KH GHWHUPLQDWLRQ RI IDLU YDOXH IRU ILQDQFLDO LQVWUXPHQWY WKDW DUH UHI
GHVFULEHG EHORZ LQFOXGLQJ WKH DVVXPSWLRQV WKDW D PDUNHW SDUWLFLSDQW
LQVWUXPHQWYV

/JHYHO 'HEW VHFXULWLHV 2 IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPF
ODUNHW SULFHV KDYH EHHQ XVHG WR GHWHUPLQH WKH IDLU YDOXH Rl OLVWHG GHE

/HYHO L, QYHVWPHQW LQ HTXLW\ VKDUHV 2 IDLU YDOXH WKURXJK SURILW DQG ORV\
ODUNHW SULFHVY KDYH EHHQ XVHG WR GHWHUPLQH WKH IDLU YDOXH RI OLVWHG HTX

/IHYHO '"HULYDWLYHV

'"HULYDWLYH SURGXFWV XWLOLVH REVHUYDEOH PDUNHW LQSXWV IRU LQWHUHVW UD
JHQHUDWHG E\ VZDS PRGHOV ZKLFK XVH SUHVHQW YDOXH FDOFXODWLRQV DQG LQF
IRUHLJQ H[FKDQJH VSRW DQG IRUZDUG UDWHYV

/IHYHORDQV ZLWK *URXS XQGHUWDNLQJV 8QOLVWHG

7KLY UHIOHFWV D EDFN WR EDFN DUUDQJHPHQW EHWZHHQ WKH 6RFLHW\ DQG WKH ¢
VXERUGLQDWHG OLDELOLWLHY PDUNHW SULFHV RI WKH WKHVH LQVWUXPHQWY KDY
/HYHO 'HEW VHFXULWLHYV IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRP

KHUH TXRWHG PDUNHW SULFHVY DUH QRW DYDLODEOH DW WKH YDOXDWLRQ GDWH
YDOXH WR FRPSDUDEOH VHFXULWLHYV

/HYHO 'HEW VHFXULWLHV LQ LVVXH IDLU YDOWXIK WKURXJK SURILW DQG ORVYV [/
ODUNHW SULFHV KDYH EHHQ XVHG WR GHWHUPLQH WKH IDLU YDOXH RI OLVWHG GHE
/IHYHO 6XERUGLQDWHG OLDELOLWLHY J/LVWHG

ODUNHWHKWKDYH EHHQ XVHG WR GHWHUPLQH WKH IDLU YDOXH RI OLVWHG VXERUGL

/HY® 'HEW VHFXUOWVWWYG 8Q
5HSUHVHQWYV D ULVN UHWHQWLRQ KROGLQJ RI UHVLGXDO FHUWLILFDWHYV LVVXHG

7TKUHH SOF 7KH UHPDLQLQJ LV SULYDWHO\ KHOG WKHUHIRUH WKHUH LV QR DYD
WKDW VRXUFHVY LQGHSHQGHQW PDUNHRQ®DWD IRU GLVFORVXUH SXUSRVHYV
/HYHO ,QYHVWPHQW LQ HTXLW\ VKDUHV 2 IDLU YDOXH WKURXJK SURILW DQG ORV\

7KH *URXS KDV D VPDOO EDODQFH RI LQYH VWP HWEOWVGXD 6 TRAOVG L\QKID UK MHD ¥ KK G i @
DUH YDOXHG EDVHG RQ IXWXUH FDVK FRQVLGHUDWLRQ ZKLFK WKH *URXS H[SHFWV
XQGHUO\LQJ PDUNHW YDOXH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

JLQDQFLDO LQNV\WUYPH®WW RI ILQDQFLDO DVVH
FRQWLQXHG

JLOQODQFLDO LQVWUXPHQWYV UHFRNLGKHG DW IDLU YDOXH
/[HYHO  'HULYDWLYHYV

7KH LWHP LQFOXGHG ZLWKLQ /HYHO LV D EDODQFH WUDFNLQJ VZDS ZKLFK UHPDL
SUHVHQW YDOXH FDOFXODWLRQVY EDVHG RQ PDUNHW LQWHUHVW UDWH FXUYHV 7Kl
VZDS QRWLRQDO DPRXQW ZKLFK FKDQJHV RYHU WLPH WR PDWFK WKH EDODQFH RI
PRUWJDJH SUHSD\PHQW DPRXQWYV DUH XVHG LQ WKH PRGHOOLQJ RI WKH PRUWJDJH
LQWHUHVW DQG SUHSD\PHQW UDWHYV RI WKH XQGHUO\LQJ PRUWJDJH SRUWIROLR DI
WKDW WKH QHW ,QFRPH 6WDWHPHQW DQG %DODQFH 6KHHW LPSDFW ZRXOG EH PLQI

7KH IROORZLQJ WDEOH DQDO\VHV IDLU YDOXH PRYHPHQWV LN BRFIH¥YWO SRUWIR

"HULYDWLYH "HULYDWLYH
,QYHVWPHQW LQLQDQFLDO ,QYHVWPHQW LQLQDQFLDO
HTXLW\ VKDUH@VWUXPH®®W VHFXULWHHAXLW\ VKDUHYVWUXPH®®W VHFXULWLHV
*URXS P P P P P P
$V DW -DQXDU\ 3 3
5HFRJQLVHG RQ DFTXLVLWLRQ 3
*DLQV ORVVHV UHFRJQLVHG LQ WKH
,QFRPH 6WDWHPHQW
1HW XQUHDOLVHG JDLQV ORVVHYV 3 3 3
6HWWOHPHQWV 3 3 3 3
$V DW "HFHPEHU 3
"HULYDWLYH "HULYDWLYH
,QYHVWPHQW LQLQDQFLDO ,QYHVWPHQW LQLQDQFLDO
HTXLW\ VKDUHYVWUXPH®®W VHFXULWHHEXLW\ VKDUH@VWUXPH®@WW VHFXULWLHYV
6RFLHW\ P P P P P P
$V DW -DQXDU\ 3 3
*DLQV ORVVHV UHFRJQLVHG LQ WKH
,QFRPH 6WDWHPHQW
1IHW XQUHDOLVHG JDLQV ORVVHYV 3 3 3
6HWWOHPHQWYV 3 3 3 3 3
$V DW 'HFHPEHU 3 3 3

1R VHQVLWLYLWLHY KDYH EHHQ SHUIRUPHG ZLWK UHJDUGYV WKH OHYHO LQVWUXPI
VWDWHPHQWYV

7UDQVIHUVY EHWZHHQ IDLU YDOXH OHYHOV

7UDQVIHUV EHWZHHQ IDLU YDOXH OHYHOV RQO\ RFFXU ZKHQ HLWKHU LW EHFRPHYV
PHWKRG WKDW LV KLJKHU XS WKH YDOXDWLRQ KLHUDUFK\ RU LW LV QR ORQJHU SR
LQVWHDG EH YDOXHG XVLQJ D PHWKRG ORZHU GRZQ WKH KLHUDUFK\ 7UDQVIHUV D
UHSRUWLQJ SHULRG IRU WKH SXUSRVHV RI WKLV GLVFORVXUH

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

21T VHWWLQJ ILQDQFLDO DVVHWY DQG OLDELOLYV

7KH *URXS DQG 6RFLHW\ GR QRW KDYH DQ\ ILQDQFLDO DVVHWV RU ILQDQFLDO OLDE
LQ WKH %DODQFH 6KHHWV ,$6 )JLQDQFLDO ,QVWUXPHQWY 3UHVHQWDWLRQ VWDW
VHW RIl DQG WKH LQWHQWLRQ HLWKHU WR VHWWOH RQ D QHW EDVLV RU WR UHDOL
DSSO\ WKLY WUHDWPHQW DQG QHLWKHU RI WKHVH FRQGLWLRQV LV PHW

7KH *URXS KDV HQWHUHG LQWR PDVWHU QHWWLQJ DUUDQJHPHQWY VXFK DV ,QWHU
PDVWHU DJUHHPHQWY IRU LWV GHULYDWLY HRW HRWHKH WoWKO®L Q bl BIRYD ¥BWYX MR KH 0 I8 GE

&UHGLW 6XSSRUW $QQH[HV &6$V DUH H[HFXWHG LQ FRQMXQFWLRQ ZLWK WKHVH ¢
WKH H[FKDQJH RI FROODWHUDO WR PLWLJDWH QHW PDUN WR PDUNHW FUHGLW H[SF

7KH *URXS KDV DOVR HQWHUHG LQWR *OREDO 0DVWHU 5HSXUFKDVH $JUHHPHQWYV |
ZKHUHE\ RXWVWDQGLQJ WUDQVDFWLRQV ZLWK WKH VDPH FRXQWHUSDUW\ FDQ EH V
SUHGHWHUPLQHG HYHQW

&RYHQWU\ %XLOGLQJ 6RFLHW\ &RYHUHG %RQGV //3 GRHVY QRW HQWHU LQWR D PDVV
FRYHUHG ERQG SURJUDPPH +RZHYHU LW KDV HQWHUHG LQWR D VHSDUDWH ,6'$ DJ
KDV WUDQVDFWHG ZLWK H[WHUQDO FRXQWHUSDUWLHV (DFK DJUHHPHQW LQFOXGH
VZDS H[SRVXUH ZLWK H[SRVXUH WKUHVKROGV LQ SODFH IRU D VLQJO R LODIQHHP QO
GHULYDWLYH FUHGLW H[SRVXUH LQ WKH WDEOH EHORZ LV LQ UHVSHFW RI DQ DUUD
FRXQWHUSDUW\ LV GRZQJUDGHG WR EHORZ LWVOWSIHRFQILHG FUHGLW UDWLQJ

7KH WDEOH EHORZ VKRZV WKH QHW H[SRVXUH IRU VDOH DQG UHSXUFKDVH DJUHHPF
EHQHILWY DQG FROODWHUDO $W WKH HQG RI WKH \HDU WKH *URXS GLG QRW KROG
UHVSHEMOWR QLOZLWK ..PLOOLRQ RI VDOH DQG UHSXUFKDVH DJUHHPHQWYV EHLQJ

'"HEFHPEHU ... PLOOLRQ 7KH *URXS GLG QRW HQWHU QRQ®RK WIHFX WIKWLHWD O H Q ¢

ODVWHU QHWWLOQRQDQFLDO
*URVV DPRXQWYDQJHPHQWROODWHUDHOW DPRXQW
*URXS P P P P

YLQDQFLDO DVVHWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

5HYHUVH 5HSXUFKDVH $JUHHPHQWYV 3 3 3 3
7RWDO ILQDQFLDO DVVHWYV

YLQDQFLDO OLDELOLWLHYV

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

5HSXUFKDVH DJUHHPHQWYV 3 3
7RWDO ILQDQFLDO OLDELOLWLHV

7KH ILQDQFLDO FROODWHUDO GLVFORVHG LV OLPLWHG WR WKH DPRXQW RI WKH UHODWHG ILQDQFLDO DVVHW RU UHODWHG

ODVWHU QHWWLRQQDQFLDO
*URVYV DPRXQWYDQJHPHQWWROODWHUDHON DPRXQW
6RFLHW\ ..P ..P ..P ..P

J)LQDQFLDO DVVHWYV

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

5HYHUVH 5HSXUFKDVH $JUHHPHQWYV 3 3
7RWDO ILQDQFLDO DVVHWYV

JLQDQFLDO OLDELOLWLHYV

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3
5HSXUFKDVH DJUHHPHQWYV 3 3
7RWDO ILQDQFLDO OLDELOLWLHV 3

7KH ILQDQFLDO FROODWHUDO GLVFORVHG LV OLPLWHG WR WKH DPRXQW Rl WKH UHODWHG ILQDQFLDO DVVHW RU UHODWHC

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

21 IVHWWLQJ ILQDQFLDO DWVMMOKMWOKHBQG OLDELOLV

ODVWHU QHWW)RQDQFLDO
*URVV DPRXQWWDQJHPHQWROODWHUDHOW DPRXQW
. P - .

*URXS .P P ..P

JLODQFLDO DVVHWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

5HYHUVH 5HSXUFKDVH $JUHHPHQWYV 3 3 3 3
7RWDO ILQDQFLDO DVVHWYV

JLQDQFLDO OLDELOLWLHYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

5HSXUFKDVH DJUHHPHQWYV 3 3
7RWDO ILQDQFLDO OLDELOLWLHV

7KH ILQDQFLDO FROODWHUDO GLVFORVHG LV OLPLWHG WR WKH DPRXQW RI WKH UHODWHG ILQDQFLDO DVVHW RU UHODWHG

ODVWHU QHWWI)RQDQFLDO1HW
*URVV DPRXQWWYDQJHPHQWROODWHUDDPRXQW
. P

6RFLHW\ ...P ...P dP
YLQDQFLDO DVVHWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3
5HYHUVH 5HSXUFKDVH $JUHHPHQWYV 3 3 3 3
7RWDO ILQDQFLDO DVVHWYV 3

JLODQFLDO OLDELOLWLHYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

5HSXUFKDVH DJUHHPHQWYV 3 3
7RWDO ILQDQFLDO OLDELOLWLHV

7KH ILQDQFLDO FROODWHUDO GLVFORVHG LV OLPLWHG WR WKH DPRXQW RI WKH UHODWHG ILQDQFLDO DVVHW RU UHODWHC

)RU GHULYDWLYH ILQDQFLDO DVVHWV FROODWHUDO UHFHLYHG FDQ EH LQ WKH IRU
‘KHUH FDVK LV UHFHLYHG LW LV LQFASKGIHGYDIWNDPORMAH LW\:KHWKLER *RYHUQPHQW
VHFXULWLHV DUH UHFHLYHG WKHVH DUH QRW UHFRJQLVHG RQ WKH %DODQFH 6KHF
RI RZQHUVKLS

JRU GHULYDWLYH ILQDQFLDO OLDELOLWLHVY FROODWHUDO SDLG LV LQ WKH IRUP RI
FUHGLW LQVWLWXWLRQV

JRU VDOH DQG UHSXUFKDVH DJUHHPHQWYV UHSRYV FROODWHUDO SURYLGHG LV SUt
ZLWK WKH UHPDLQGHU LQ FDVK $JDLQ FDVK SDLG LV LQFOXGHG DV DQ DVVHW LQ

8. *RYHUQPHQW LQYHVWPHQW VHFXULWLHY DUH QRW GHUHFRJQLVHG DV WKH *URXH
RZQHUVKLS

&DVK FROODWHUDO KHOG DQG FDVK FROODWHUDO SOHGJHG DUH QRW UHVWULFWH(

&DSLWDO PDQDJHPHQW

$V DW '"HFHPEHU DQG WKURXJKRXW WKH \HDU WKH *URXS FRPSOLHG LQ IXOO
IRUFH )XUWKHU LQIRUPDWLRQ RQ WKH *URXS V FDSLWDO UHVRXUFHVY DQG FDSLWD
Rl WKH 5LVN ODQDJHPHQW SHSRUW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

5SHODWHG SDUW\ WUDQVDFWLRQV

7KH *URXS LV FRQRNUHROWHBI\GYEAL OB HQUVORIFQUHBIREG DQZKDPK WYY DOVR FRQVLGHUHG
XOWLPDWH SDUHQW

7TUDQVDFWLRQV ZLWK UHODWHG XQGHUWDNLQJV

7TUDQVDFWHR@MNMHODOMHME LQWR ZLWK UHODWHG SDUWLHV LQ WKH QRUPDO FRXUVH RI EX
SD\PHQW DQG UHFKDUJH RI LQWHUHVW DQG DGPLQLVWUDWLYH H[SHQVHV :KHUH W
WKH\ DUH VHWWOHG WKURXJK WKH LQWHUFRPSDQ\ DFFRXQWYV

,QWHUHVW RQ RXWVWDQGLQJ ORDQV DQG GHSRVLWY DFFUXHVY DW D UDWH DJUHHG
FRXUVH RI EXVLQHVV

/IRDQV DQG GHSRVLWV SD\DEOH E\ WKH 6RFLHW\ WR *URXS XQGHUWDNLQJV UHODWE
HOQWLWLHYVY LQ DFFRUGDQFH ZLWK WKH DFFRXQWLQJ SROLF\ VHW RXW LQ QRWH 7
ZLWKLQ 2WKHU OLDELOLWLHV RQ WKH 6RFLHW\ %DODQFH 6KHHW

/RDQV SD\DEOH WR WKH BRFLHW\

/RDQV RXWVWDQGLQJ DV DW -DQXDU\
ORYHPHQW GXULQJ WKH \HDU

/RDQV RXWVWDQGLQJ DV DW 'HFHPEHU

/RDQV DQG GHSRVLWYV SD\DEOH E\ WKH 6RFLHW\
'"HSRVLWV RXWVWDQGLQJ DW -DQXDU\
ORYHPHQW GXULQJ WKH \HDU

'HSRVLWV RXWVWDQGLQJ DW 'HFHPEHU

IHW LQWHUHVW LQFRPH
,QWHUHVW UHFHLYDEOH
, QWHUHVW SD\DEOH
7RWDO

2WKHU LQFRPH DQG H[SHQVHV
YHHV DQG H[SHQVHV SDLG WR WKH BRFLHW\

,QFOXGHV ORDQV DQG GHSRVLWYV UHFHLYHG IURP FRQQHFWHG XQGHUWDNLQJV LQ UHVSHFW RI VHFXULWLVDWLRQ WUDQVD

7UDQVDFWLRQV QWK RHQ W

7UDQVDFWLRQV ZLWK NH\ PDQDJHPHQW DUH RQ WKH VDPH WHUPV DQG FRQGLWLRQ
ZWKLQ WKH *URXS 7KH %RDUG Rl GLUHFWRUV LV FRQVLGHUHG WR EH WKH RQO\ N
SDUW\ WUDQVDFWLRQV GLVFORVXUHV XQGHU ,$6 5HODWHG 3DUW\ 'LVFORVXUHYV
GHEHQWXUHV RI DQ\ FRQQHFWHG XQGHUWDNLQJ RI WKH 6RFLHW\ 6HH WKH 'LUHFW
IRU LQIRUPDMULHRRWRQ\G UHPXQHUDWLRQ IRU

,Q DFFRUGDQFH ZLWK 6HFWLRQ RI WKH %XLOGLQJ 6RFLHWLHV $FW WKH 6RFL
6HFWLRQ PDGH WR GLUHFWRUV DQG FRQQHFWHG SHUVRQV $ VWDWHPHQW FRQW
EH LQVSHFWHG E\ PHPEHUV DW WKH 6RFLHW\ V $QQXDO *HQHUDO OHHWLQJ $*0 RU
SHULRG GD\V SULRU WR WKH $*0

1R RI GLUHFRRXDW LQ UHOIRWIRR QG L UHFVRKQW LQ UHODWLR
DQG SHUVRQR GLUHFWRUV DQG SHUVRMR/ GLUHFWRUV DQ¢

FRQQHFWHG VBR WP FR QRRHFQHIGN HG \8 R UVIRIDRY FRQQHFWH ¢
WR WKHP WR WKHP

1XPEHU e 1XPEHU .. P

/RDQV DQG DGYDQFHV
1HW PRYHPHQW 3 B B
%»DODQFH RXWVWDQGLQJ

6KDUH DQG GHSRVLW DFFRXQWYV
1HW PRYHPHQW 3
%DODQFH RXWVWDQGLQJ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHYV

JRU WKH SXUSRVHV RI WKH 6W DGWHEVW QW N XRILSD WK/ JICREZVVXH VXERUGLQDWHG OLDE

DUH FODVVLILHG DV OLDELOLWLHYV DULVLQJ IURP ILQDQFLQJ DFWLYLWLHV 7KH WD
OLDELOLWLHY DULVLQJ IURP ILQDQFLQJ DFWLYLWLHYV

*URXS *URXS 6RFLHW\ 6RFLHW\

ey .. P ey ..P

$W -DQXDU\
5HFRJQLVHG RQ DFTXLVLWLRQ
&DVK IORZV
1HW SURFHHGV IRUP LVVXH RI GHEW VHFXULWLHYV
5HSD\PHQW Rl GHEW VHFXULWLHV LQ LVVXH
,QWHUHVW SDLG RQ VXERUGLQDWHG OLDELOLWLHV 3 3
1RQ FDVK IORZV
$PRUWLVDWLRQ RI SUHPLXP GLVFRXQW RQ LVVXH
,QWHUFRPSDQ\ WUDQVIHU
$FFUXHG LQWHUHVW PRYHPHQWYV
&KDQJH LQ )973/

JRUHLJQ H[FKDQJH PRYHPHQWYV
$W 'HFHPEHU

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkRERERXQWYV

/KH DFTXLVLWLRQ RI 7KH &R RSHUDWLYH %DQN

2Q -DQXDU\ WKH 6RFLHW\ DFTXLUHG WKH HQWLUH LVVXHG VDUHWIO-SLWDO RI
XOWLPDWH KROGLQJ FRPSDQ\ Rl 7KH &R RSHUDWLYH %DQN S O F IRU D WRWDO FD
RI UHIXODWRU\ DSSURYDOV

7TKH %DQN SURYLGHV D UDQJH RI EDQNLQJ SURGXFWY DQG VHUYLFHV WR ERWK UHW
IXUWKIBD R WKH DFTXLVLWLRQ GHHSHQV WKH HQODUJHG JURXS:V H[LVWLQJ SUHV}
WKH 6RFLHW\.V SURSRVLWLRQV 7KH 6RFLHW\ V %9RDUG EHOLHYHV WKDW WKH DFTX
6RFLHW\ DQG LWV FXUUHQW DQG IXWXUH PHPEHUV

,Q DFFRUGDQFH ZLWK ,)56 DQ DVVHVVPHQW RI WKH IDLU YDOXH RI WKH QHW DVV}
EHHQ FRPSOHWHG DW WKH GDWH RI DFTXKWLWRRQ R PG D VXWHW B DOUHSHEHBRBZFORVH
DQG WKH IDLU YDOXHV RQ DFTXLVLWLRQ DUH FRQFOXGHG

%RRN YDOXH DV DW )DLU YDOXH DV DW
-DQXDU\ )DLU YDOXH DGMXVWPH@WXDU
...P ...P ...P
$VVHWV
&DVK LQ KDQG DQG EDODQFHV ZLWK WKH %DQN RI (QJODQG 3
/RDQV DQG DGYDQFHV WR FUHGLW LQVWLWXWLRQV 3
"HEW VHFXULWLHYV 3
/RDQV DQG DGYDQFHV WR FXVWRPHUYV
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3
QYHVWPHQWY LQ HTXLW\ VKDUHYV 3
&XUUHQW WD[ DVVHWYV 3
"HIHUUHG WD[ DVVHWYV
,QWDQJLEOH DVVHWYV
3URSHUW\ SODQW HTXLSPHQW
2WKHU DVVHWYV 3
3UHSD\PHQWY DQG DFFUXHG LQFRPH 3
3HQVLRQ EHQHILW DVVHW 3

7TRWDO DVVHWYV

/ILDELOLWLHV

'HSRVLWV IURP EDQNYV S
&XVWRPHU DFFRXQWYV

'"HEW VHFXULWLHV LQ LVVXH

+HGJH DFFRXQWLQJ DGMXVWPHQW 3
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV 3
$FFUXDOV DQG GHIHUUHG LQFRPH 3
2WKHU OLDELOLWLHYV 3
3URYLVLRQV IRU OLDELOLWLHY DQG FKDUJHV 3
3HQVLRQ EHQHILW REOLJDWLRQ 3

6XERUGLQDWHG OLDELOLWLHYV
7TRWDO OLDELOLWLHYV

1HW DVVHWYVY DFTXLUHG

&DVK FRQVLGHUDWLRQ SDLG

*DLQ RQ DFTXLVLWLRQ

7KH FRQVLGHUDWLRQ ZDV IXOO\ VHWWOHG LQ FDVK RQ FRPSOHWLRQ VXENMWHRRPWVVRR
VDWLVIDFWRU\ FRQFOXVLRQ RI WKH FORVLQJ DFFRXQWYV SURFHVV ZKLFK LV GXH IR

PLOOLRQ FDVK FRQVLGHUDWLRQ LV GHIHUUHG DQG KHOG LQ HVFURZ IRU D SHL
WHUPV RI WKH VKDUH SXUFKDVH DJUHHPHQW

7KH IDLU YBORKN RIQG DGYDQFHV WR FXVWRPHUV RI .. PLOOLRQ ZDV FDOFXODW
DW DQ LQGLYLGXDO DFFRXQW RU VXLWDEOH VHIPHQWHG OHYHO WDNLQJ LQWR DFF
ORDQV 7KH JURVV FRQWUDFWXDO DPRXQW RI WKH ORDQV DQG DGYDQFHV UHFHLYLCL
HVWLPDWH RI WKH DPRXQWV QRW H[SHFWHG WR EH FROOHFWHG ZDV ... PLOOLRQ

JRU RWKHU DVVHWY DQG OLDELOLWLHY KHOG DW DPRUWLVHG FRVW VXLWDEOH YD

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



I1RWHV WR WKkER&ERRXQWYV

/KH DFTXLVLWLRQ RI 7KH &R R SHUD WRQWH Q%HZEQ N

7KH PDODQU YDOXAHQBMXYWMWHUPLQHG DQG UHFRJQLVHG E\ WKH *URXS RQ DFTXLVLW
FXVWRPHUV DQG WUHDVXU\ IXQGLQJ OLDELOLW\ LQVWUXPHQWY 7KHVH DGMXVWPH
\HDUV IRU ORDQV DQG DGYDQFHV WR FXVWRPHUV UHSUHVHQWLQJ WKH ZHLIJKWHG
\HDUV IRU WKH WUHDVXU\ IXQGLQJ OLDELOLWLHYVY GHWHUPLQHG E\ WKH UHOHYDQW

,QWDQJLEOH DVVHWYV UHFRJQLVHG RQ DFTXLVLWLRQ UHODWH WR D FRUH GHSRVLW
GHULYHG IURP DFFHVV WR D VWDEOH VRXUFH RI ORZ FRVW RQ GHPDQG GHSRVLW E
DOWHUQDWLYH IXQGLQJ DYDLODEOH WR D W\SLFDO PDUNHW SDUWLFLSDQW 7KH LC
VDYLQJV H[SHFWHG WR EH UHDOLVHG RYHU WKH H[SHFWHG UHPDLQLQJ XVHIXO OLI
ILYH \HDUV

'"HIHUUHG WD[ DW WKH UDWH RI KDV EHHQ UHFRJQLVHG RQ DOO IDLU YDOXH DGM
6LQFH -DQXDU\ UMBKHH GID@MWLQJ ERWK WKH DFTXLVLWLRQ GDWH DQG WKH VWDU!
PLOOLRQ DQG SURILW DIWHU WD[ RI ... PLOOLRQ H[FOXGLQJ WKH JDLQ RQ DF

QFRPWDWHPHRU WKH \HDU

*DLQ RQ DFTXLVLWLRQ

$V WKH IDLU YDOXH RI WKH LGHQWLILDEOH QHW DVVHWYV DFTXLUHG ZHUH JUHDWHU
JRRGZLOO DULVHV )RU DFFRXQWLQJ SXUSRVHV WKLV LV FRQVLGHUHG D EDUJDLQ
DFTXLVLWLRQ RI .. PLOOLRQ ZKLFK LV UHFRJQLVHG DQQFRMHAIWDBYWWBEB@WSWKBWH
DFTXLVLWLRQ GDWH 7KH SXUFKDVH RI WKH %DQN UHVXOWHG LQ D JDLQ GXH WR W
FULVLVY SHULRG DQG WKH VXUSOXV OLTXLGLW\ SRVLWLRQV KHOG E\ PDUNHW SDUWI
EHWWHU SRVLWLRQ WR UHDOLVH WKH IDLU YDOXH RI WKH QHW DVVHWY DFTXLUHG

$FTXLVLWLRQ FRVWYV

$FTXLVLWLRQ FRVWYV RI .. PLOOLRQ KDYH EHHQ LQFXUUHG E\ WKH 6RFLHW\ LQ UH
UHFRJQLVHG ZLWKLQ DFTXLVLWLRQ DQG LQWHIJUDWLRQ UHODWHG FRVWV LQ WKH I
PLOOLRQ RI FRVWY DURVH RQ FRPSOHWLRQ LQ WKH UHSRUWLQJ SHULRG

1HW FDVK RQ DFTXLVLWLRQ

2Q DFTXLVLWLRQ RI WKH %DQN WKH *URXS DFTXLAKHEBDY. RIIVHHMD GELRVK R IFFRIDAKL GHOL
PLOOLRQ UHVXOWLQJ LQ D QHW FDVK LQIORZ RI .. PLOOLRQ

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



2WKHU ,QIRUPDWL

,Q WKLV VHFWLRQ \RX %0 %XvQ&v swowHEHQW
RXU $QQXDO %XVLQHVVEWHWHPHQwW U
DQG JORVVDU\ RI WHUPV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



F$OQOOXDO WXVLQHVY 6WDWHP

JRU WKH \HDU HQGHG '"HFHPEHU

6WDWXWRU\ SHUFHQWDJHV

6WDWXWRU\
OLPLWYV

/HQGLQJ OLPLW
YXQGLQJ OLPLW

7KH DERYH SHUFHQWDJHY KDYH EHHQ FDOFXODWHG LQ DFFRUGDQFH ZLWK WKH SUI
DPHQGHG E\ WKH %XLOGLQJ 6RFLHWLHV $FW

7KH OHQGLQJ OLPLW PHDVXUHV WKH SURSRUWLRQ RI WKH EXVLQHVY DVVHWYV QRW
SURSHUW\ DQG LV FDOFXODWHG DV ; < ; ZKHUH

; EXVLQHVVY DVVHWY EHLQJ WKH WRWDO DVVHWYV RI WKH *URXS SOXV ORDQ LPSDI
SURSHUW\ SODQW DQG HTXLSPHQW 7KH YDOXH RI ; XVHG LV WKH YDOXH DW "HFI

< WKH SULQFLSDO YDOXH RI DQG LQWHUHVW DFFUXHG RQ ORDQV RZHG WR WKH
SURSHUW\ 7KH YDOXH RI < XVHG LV WKH YDOXH DW 'HFHPEHU

7KH IXQGLQJ OLPLW PHDVXUHV WKH SURSRUWLRQ RI VKDUHY DQG ERUURZLQJV QRYV
FDOFXODWHG DV ; < ; ZKHUH

7 VKDUHV DQG ERUURZLQJV EHLQJ WKH DJJUHJDWH RI
, 7TKH SULQFLSDO YDOXH RI DQG LQWHUHVW DFFUXHG RQ VKDUHV LQ WKH 6RFLHW

,, TKH SULQFLSDO YDOXH RI DQG LQWHUHVW DFFUXHG RQ WKH DPRXQWV GHSRVLW]
E\ EDQNV FUHGLW LQVWLWXWLRQV DQG RWKHU FXVWRPHUV

,,,7KH SULQFLSDO YDOXH Rl DQG LQWHUHVW DFFUXHG RQ WKH DPRXQWV RI GHEW
XQGHUWDNLQJ

< WKH SULQFLSDO YDOXH RI DQG LQWHUHVW DFFUXHG RQ VKDUHV LQ WKH 6RFLF
6FRWODQG VLPSOH WUXVWHHV IRU ERGLHVY FRUSRUDWH RU IRU SHUVRQV WKDW L

2WKHU SHUFHQWDJHYV

$V D SHUFHQWDJH RI VKDUHV DQG ERUURZLQJV
*URVV FDSLWDO
YJUHH FDSLWDO
JLTXLG DVVHWYV
$V D SHUFHQWDJH RI PHDQ WRWDO DVVHWYV
3URILW IRU WKH ILQDQFLDO \HDU
ODQDJHPHQW H[SHQVHYV
1HW SURILW DV D SHUFHQWDJH Rl WRWDO %DODQFH 6KHHW

6KDUHYVY DQG ERUURZLQJVY UHSUHVHQWYV WKH WRWDO RI VKDUHV FXVWRPHU DFFR X
VHFXULWLHYVY LQ LVVXH

*URVV FDSLWDO UHSUHVHQWYVY WKH DJJUHJDWH RI UHVHUYHV RWKHU HTXLW\ LQVW
FDSLWDO

YJUHH FDSLWDO UHSUHVHQWY WKH DJJUHJDWH RI JURVV FDSLWDO DQG FROOHFWLY}
DQG HTXLSPHQW

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



F$OQOQOXDO WXVLQHVNMwbwMWDWHP

BULQFLSDO 2IILFH

&RYHQWU\ %XLOGVY @) BRFLEMWALDFRESRWDWHG D QG S®RMHGEQHGIBEEREKGHW HVYV RI WKH
3ULQFLSDO @RYHAWWV\ +RXVH +DUU\ :HVWRQ 5RDG %LQOH\ &RYHQWU\ &9 74

, QIRUPDWLRQ UHODWLQJ WR GLUHFWRUV DW '

'DWH RI DSSRLQWPHQW

1DPH DV D GLUHFWRU RI WKH

'DWH RI ELUWK 2FFXSDWLRQ 6RFLHW\ 2WKHU GLUHFWRUVKLSY DQG DSSRLQ!
,UDM $PLUL 1RQ ([HFXWLYH $21 8. ILPLWHG

YHEUXDU\ 'LUHFWRU (XURFHOO SOF

7KH &R RSHUDWLYH %DQN S O F
7KH &R RSHUDWLYH %DQN )LQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV !

BWHSKHQ +XJKH&KLHI ([HFXWLYH *RGLYD ORUWJIDJHV /LPLWHG

0D\ ,7/ ORUWJIDJHV /LPLWHG
%6% &RXQFLO
7KH ORQH\ DQG 3HQVLRQ 6HUYLFH OH
7KH 3HQQLHV )RXQGDWLRQ OHPEHU

JLOQODQFLDO &RQGXFW $XWKRULW\ 3UD
OHPEHU

7KH &R RSHUDWLYH %DQN S O F
7KH &R RSHUDWLYH %DQN JLOQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV

-RDQQH .HQULFNRQ ([HFXWLYH "ZU &\PUX &\I\QJHGLJ

6HSWHPEHU 'LUHFWRU *ODV &\PUX +ROGLQJV &\I\QJHGLJ
5KDSVRG\ &RXUW JUHHKROG /LPLWHG
6LULXV 5HDO (VWDWH /WG
9LWDOLW\ +HDOWK /LPLWHG
9LWDOLW\ /LIH /LPLWHG
9LWDOLW\ &RUSRUDWH 6HUYLFHV /LPI
"LVFRYHU\ +ROGLQJV (XURSH /LPLWHC
7KH &R RSHUDWLYH %DQN S O F
7KH &R RSHUDWLYH %DQN JLQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV

-DQH /HDFK 1RQ ([HFXWLYH 3D\3DO 8. /LPLWHG

0D\ 'LUHFWRU -XSLWHU 8QLW 7UXVW ODQDJHUV /LPL
$PHULFDQ ,QWHUQDWLRQDO *URXS 8.
/XF\ )DLWKIXOO )RXQGDWLRQ

&DUROLQH ODUVKRQ ([HFXWLYH $QRWKHU /HQV //3

'"HFHPEHU 'LUHFWRU 7KH &R RSHUDWLYH %DQN S O F
7KH &R RSHUDWLYH %DQN JLQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV

6KDPLUD ORKDPRRQ ([HFXWLYH 3H]XOD /LPLWHG

1RYHPEHU ‘'LUHFWRU

%UHQGDQ 2 -&RQIFRRU ([HFXWLYH JRUG &UHGLW (XURSH %DQN SOF
-XQH 'LUHFWRU 7KH &R RSHUDWLYH %DQN S O F

7KH &R RSHUDWLYH %DQN )LQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV

&RYHQWU\ %XLOGLQ@QERMMWNSRUW $FFRXQWYV



2WKHU ,QIRUP

$OQOXDO %XVLQHVNowbMDWHP

, QIRUPDWLRQ UHODWLQJ WR GLUHRKFWRW §¥x DAV '

'DWH RI DSSRLQWPHQW

1DPH

'DWH RI ELUWK2FFXSDWLRQ 6RFLHW\

DV D GLUHFWRU RI WKH

2WKHU GLUHFWRUVKLSY DQG DSSRLQ)

ODUN 3DUNHU 1RQ ([HFXWLYH
ODUFK 'LUHFWRU

3DUNHUV &RQVXOWLQJ *URXS /LPLWH:
7DONEL]QRZ /LPLWHG

(OL[LUU &RQVXOWLQJ /LPLWHG DGYL)
7KH &R RSHUDWLYH %DQN S O F

7KH &R RSHUDWLYH %DQN )LQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV !

'DLQ 30OXQNHWWLRQ ([HFXWLYH
0D\ '"LUHFWRU

&LWL *URXS *OREDO ODUNHWYV /LPLWH
7ZR 9LHZEDQN /LPLWHG

/HH 5D\ERXOG &KLHI )LQDQFLDO 2IILFHU
ODUFK

*RGLYD ORUWJIDJHV /LPLWHG

,7/ ORUWJIDJHV /LPLWHG
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU
ORUWJIDJH $JHQF\ 6HUYLFHV 1XPEHU
3ODWIRUP )XQGLQJ /LPLWHG

T S S ol Ny

ODUWLQ 6WHZDUWQ ([HFXWLYH
6HSWHPEHU 'LUHFWRU

&OD\WRQ 6WHZDUW 3URSHUWLHYV /LPL
&OD\WRQ 6WHZDUW /LPLWHG
IRUWKHUQ %DQN /LPLWHG

,QGHSHQGHQW )RRWEDOO 5HIJXODWRL
OHPEHU

7KH &R RSHUDWLYH %DQN S O F
7KH &R RSHUDWLYH %DQN )LQDQFH S
7KH &R RSHUDWLYH %DQN +ROGLQJV !

'DYLG 7TKRUEXUQRQ ([HFXWLYH
-DQXDU\ 'LUHFWRU

1RQH

'REXPHQWY PD\ EH VHUYHG RQ WKH DERYH QDPHG GLUHFWRUV DW &RYHQWU\ %XLC

&RYHQWU\ &9 74

7KH 6 RFLHW\ KDV HQWHUHG LQWR VHUYLFH FRQWUDFWY ZLWK WKH IROORZLQJ GLU
5D\ERXOG &KLHI )LQDAKH\DHD RUH AMHHUUPLQDEOH E\ WKH LQGLYLGXDO RQ VL[ PRQWKYV

\HDU:-V QRWLFH

&RYHQWU\ %XLOGLQHQERFLM\WHSRUW

$FFRXQWYV



*ORVVDU\

$OWHUQDWLYH 3HUIRUPDQFH OHDVXUHYV

7KH 6RFLHW\ UHSRUWYV LWV UHVXOWYVY XVLQJ D QXPEHU RI ILQDQFLDO PHDVXUHV ZK
PHDVXUHY 7KHVH PHDVXUHY DUH XVHG WR XQGHUVWDQG RXU SHUIRWRX@FWH DQG |
UHVXOWYV

OHDVXUH '"HILQLWLRQ &DOFXODWLRQ

8QGHUO\LQJ SBRIGWUO\LQJ SURILW H[FOXGHV [ Q D
LPSDFWV RI DFTXLULQJ WKH %D
DFTXLVLWLRQ DFFRXQWLQJ DQC
RI DFFRXQWLQJ SROLFLHV RQ W
OLDELOLWLHYV DQG UHODWHG DF
FRVWVY 8QGHUO\LQJ SHUIRUPDQ
EHWWHU PHDVXUH RI FRUH EXVL

&RVW WR LQFR® PHDWXWIRH Rl FRVWY UHODWLYH WGP LQERWH PRIUYVH H[SHQVHV GHS
JHQHUDOO\ XVHG E\ EDQNV 7KLVDBPRWWR\D\WDORBOHDY D SHUFHQWDJ
LPSDFWHG E\ VLJQLILFDQW FKDQJHV LQ LQWHUHVW UDWHV RU
ZLGHQLQJ PDUJLQV

OHPEHU YDOXH7KLY PHDVXUH LV ZLGHO\ XVHG DFKUR ¥R FWHKW \EX IDO/GILLUDIJH PRQWK H
VRFLHW\ VHFWRU FRPSDUHG WR WKH &$&, VDYLQJV

PDUNHW DYHUDJH UDWH IRU VDYL

H[FOXGLQJ FXUUHQW DFFRXQWV D

IHW LQWHUHVV$ PEHDVIX®WH RI SURILWDELOLW\ ZKIHW L WNUHBVWKIURKRRR)XW D SHU
WKH EXLOGLQJ VRFLHW\ VHFWRUWRWDO DVVHWYV 1HW LQWHUHVW

GLITHUHQFH EHWZHHQ LQWHUHVW

DVVHWY DQG LQWHUHVW SD\DEOH

*ORVVDU\

7KH IROORZLQJ JORVVDU\ GHILQHVY WHUPLQRORJ\ ZLWKLQ WKH $QQXDO 5HSRUW $
FRPSDULVRQ ZLWK SXEOLFDWLRQV E\ RWKHU LQVWLWXWLRQV

&DSLWDO WKDW PHHWYV FHUWDLQ FULWHULD VHW RXW LQ
UHTXLUH WKDW XSRQ WKH RFFXUUHQFH RI D WULJJHU HY

$GGLWLRQDO 7LHU $7 FRQYHWW® WR D IRUP Rl &RPPRQ (TXLW\ 7LHU FDSLWDO
GRZQ RQ D SHUPDQHQW EDVLV RU JUDQGIDWKHUHG LQVV
,QWHUHVW %HDULQJ 6KDUHV 3,%6

7KH ILQDQFLDO YDOXH RI XQSDLG REOLJDWLRQV ZKLFK C
DUH QRW SDLG DV WKH\ IDOO GXH

7KH JURXS RI FRPSDQLHV RI ZKLFK WKH XOWLPDWH SDUH
%DQN RSHUDWLYH %DQN +ROGLQJVY S O F DQG WKH PDLQ WUDG
%DQN S O F

7KH %DVHO &RPPLWWHH V ILQDO LPSOHPHQWDWLRQ RI LV
UHIRUPV SXEOLVKHG LQ '"HFHPEHU DGGUHVVLQJ FUH(
7KH SURSRVDO ZLOO XSGDWH WKH ULVN ZHLJKWHG DVVH\
FRPSDUDELOLW\ DFURVYV ILUPV DQG LV QRZ HIIHFWLYH IU

$UUHDUV

%DVHO

%DVLV SRLQW LOWHUHVW UDWHY DQG \LHOGY RQ VHEXULWLHYV
%RDUG 5HSUHVHQWY WKH *URXS DQG 6RFLHW\ %RDUG

6FKHPH EURXJKW LQ GXULQJ WKH SDQGHPLF WR KHOS VP
%WRXQFH %DQN /RDQ 6FKHPRIUURZ/ EHWZHHQ ... DQG .. DW ORZ LQWHUHVW UI

*RYHUQPHQW
%X\ WR OHW PRUWJDJH $ PRUWJDJH VHFXUHG RQ D UHVLGHQWLDO SURSHUW\ WKI

' L\él%§o MXVWHG FDSLWDO UHTXLUHPHQW IRU DOC
&bsSLWDO &RQVHUYDWLR@I;é\%:\Jﬂ—IEHO I-;|03V ZKLOVW DYRLGLQJ EUHDFKLQJ PLQLPXP

$PRXQW RI FDSLWDO UHTXLUHG WR EH KHOG E\ WKH *URX
&DSLWDO UHTXLUHPHQWWQG WR SURWHFW DJDLQVW H[FHVVLYH OHYHUDJH 7KH O
ILUP-V RZQ DVVHVVPHQW RI LWV ULVN SURILOH

&DSLWDO S5HTXLUHPHQWV&EBHIXIDWKHR EXHRSHDQ 8QLRQ OHJLVODWLRQ SDUW UHJX
H LQWR IRUFH WR LPSOHPHQW %DVHO ,,, UHYL

K_FDP
aDSLWDO SHTXLUHPHQW VBRI DQG LQWURGXFLQJ OLTXLGLW\ UHTXLUHPHQW
&5' 9 VXSHUYLVLQJ ILUPV

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



*ORVMBWxHe

&DSLWDO FRPSULVLQJ WKH JHQHUDO UHVHUYH IDLU YDO
&DSLWDO UHVRXUFHYV LQFRPH UHVHUYH HOLJLEOH $GGLWLRQDO 7LHU FDSLWL
DGMXVWPHQWYV

&ROODWHUDO 6HFXULW\ SOHGJHG E\ WKH ERUURZHU WR WKH OHQGHU L

&RPPRQ (TXLW\ 7LHU FDSLWDO FRPSULVHV JHQHUDO UH!'
KURXJK RWKHU FRPSUHKHQVLYH LQFRPH UHVHUYH OHV
&RPPRQ (TXLWA 7LHU &(\JgRPPRQ (TXLW\ 7LHU PXVW DEVRUE ORVVHV RQ D JRLQJ

UDWLR LV FDOFXODWHG DV &(7 FDSLWDO DV D SHUFHQW
7KH ULVN WKDW WKH *URXS:-V EHKDYLRXU DQG GHFLVLRQ
FXVWRPHU RXWFRPHV

LQGH[ WKDW PHDVXUHVY WKH DYHUDJH FKDQJH LQ SULT
UNHW EDVNHW RI FRQVXPHU JRRGV DQG VHUYLFHV
KKH GDWH LQ WKH WHUPV RI D ILQDQFLDO LQVWUXPHQW I
UHFHLSW XQGHU WKH FRQWUDFW LV GXH IRU VHWWOHPHC

&RQGXFW ULVN

&RQVXPHU 3ULFH ,QGH] %%

&RQWUDFWXDO PDWXULW

, $ I@;JP l&/l %' PPRQ (TXLW\ 7LHU  &(7 FDSLWDO 7KH 6RF
&RUH &DSLWDO "HIHUUHGGRDUIY §¢ 6368 FROYHUW LOWR &&'6

&RURQDYLUXV %XVLQHVV6FRKKWMRHUBABERXIKY LQ WR KHOS VPDOO DQG PHGLXP VL]H H
/IRDQ 6FKHPH &%,/6 ILQDQFH XS WR ... PLOOLRQ JXDUDQWHHG E\ WKH *RY

$ &5' 9 ULVN DGMXVWHG FDSLWDO UHTXLUHPHQW IRU DOC
ERXQWHUF\FOLFDO % XIIHIWLQ®HQY)\EFLDO F\FOH WR PDWFK WKH UHVLOLHQFH RI WKH ED

IDFHG
&RXQWHUF\FOLFDO /HYHWDOHYAUDHIH FDSLWDO UHTXLUHPHQW XQGHU WKH 8. OHYF
& &% RI WKH FRUUHVSRQGLQJ ULVN DGMXVWHG &RXQWHUF\FOL

'"HEW VHFXULWLHVY WKDW DUH EDFNHG E\ ERWK WKH UHVR
SRUWIROLR RI PRUWJDJHV WKDW DUH VHIJUHJDWHG IURP
IRU WKH EHQHILW RI WKH KROGHUV RI WKH FRYHUHG ERQ
ERQGYV DV SDUW RI LWV IXQGLQJ DFWLYLWLHYV

7KH ULVN RI ORVV WR WKH *URXS IURP PHPEHUV DQG FXV
FRXQWHUSDUWLHY IDLOLQJ WR PHHW WKHLU FRQWUDFWX
7KLV FRYHUVY UHWDLO FRPPHUFLDO DQG WUHDVXU\ FUHG
WKH *URXS

VWPHQW WR WKH YDOXDWLRQ RI ILQDQFLDO LQV
&UHGLW YDOXDWLRQ DGN@%/I%(E%\%V\(NKH FUHGLWZRUWKLQHVYV RI WKH FRXQWHUSDU

7TUDQVIHUDEOH LQVWUXPHQWY FUHDWLQJ RU DFNQRZOHG
LOQVWLWXWLRQV SXEOLF ERGLHV RU RWKHU XQGHUWDNL(

. /%%VELOLWLHV RI WKH *URXS WKDW DUH WUDQVIHUDEOH E!
HEW VHFXULWLHV LQ LV\Q KLQ WKH JOREDO ILQDQFLDO PDUNHWYV

' &VH %UH H}%@\&YDOXH RI HISHFWHG IXWXUH SD\PHQWYV UH’
HILQHG EHQHILW REOLJD LEB I-YI%% I¥HQHILW SHQVLRQ VFKHPH UHVXOWLQJ IUR

, $Fwy6 %F\S[\/RU DJUHHPHQW WKDW GHULYHV LWV YDOXH
CQBEDWLYH'LQDQFLDO Ko % 83'LQGH[ VXFK DV DQ LOWHUHVW UDWH IRUHLJ

7KH PRVW FRPPRQ W\SH RI GHULYDWLYH LQVWUXPHQWYV LC

7KH UDWH RI LQWHUHVW HDUQHG RYHU WKH OLIH RI DQ L
(IITHFWLYH ,QWHUHVW 5DWHKH(GLVFRXQWHG UDWH RI SURMHFWHG FDVK IORZV RI W
FRPSRXQGLQJ

$VVHWYV XVHG WR VHFXUH OLDELOLWLHY RU RWKHUZLVH ¢
DGYDQFHV WR FXVWRPHUV WKDW DOWKRXJK WHFKQLFDO
UHVSHFW RI XQGUDZQ VHOI LVVXHG QRWHV XQGHU WKH *
VHFXULWLVDWLRQ SURJUDPPHYV

%E{WG DSSURYHG IUDPHZRUN WKDW SURYLGHV WKH FR
G IRU FRKHVLYH ULVN PDQDJHPHQW DFWLYLW\ DFU
VXEVLGLDULHYV

OHDVXUH RI WKH FKDQJH LQ WKH QHW SUHVHQW YDOXH R
(FRQRPLF 9DOXH LQVWUXPHQWY RYHU WKHLU UHPDLQLQJ OLIH UHVXOWLQJ
(9 RU EDVLV SRLQWYV (9 SDUDOOHO VKRFN W

&RYHUHG ERQGYV

&UHGLW ULVN

'"HEW VHFXULWLHV

(QFXPEHUHG DVVHWYV

(QWHUSULVH 5LVN 0DQDJ
JUDPHZRUN (50)

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



*ORVMB W&+

7KH SUHVHQW YDOXH RI DOO FDVK VKRUWIDOOV RYHU WK
([SHFWHG FUHGLW ORVV LQYWUXPHQW 7KH WHUP LV XVHG IRU WKH DFFRXQWLQJ I
WKH ,)56 VWDQGDUG (&/V PD\ DULVH RYHU D PRQWK R

$ FDOFXODWLRQ XQGHU WKH ,5% DSSURDFK WR HVWLPDW
H[SRVXUHV GXH WR H[SHFWHG GHIDXOWY RYHU D PRQW

([SRVXUH 7KH TXDQWLILHG SRWHQWLDO IRU ORVV WKDW PLJKW RFF
([SRVXUH DW GHIDXOW ($ FDOFXODWLRQ RI WKH DPRXQW H[SHFWHG WR EH RXWVV

7KH SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO DQ DVVH
DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLS
WKH SULQFLSDO RU LQ LWV DEVHQFH WKH PRVW DGYDQ
*URXS KDV DFFHVV DW WKDW GDWH

)DLU YDOXH WKURXJK RWHHQWQFLDO DVVHWY KHOG DW IDLU YDOXH RQ WKH %DODC
FRPSUHKHQVLYH LQFRPHUMPRPRIJQLVHG WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

)DLU YDOXH WKURXJK SURLQODQ@FLO @ RYVHWY KHOG DW IDLU YDOXH RQ WKH %DODC
)973/ UHFRJQLVHG WKURXJK WKH ,QFRPH 6WDWHPHQW

W% { \ ERG\ UHVSRQVLEOH IRU WKH FRQGXFW RI E
JLQRDQFLDO &RQGXFW $XV®§< Y W{ \\%_ Q RI 8. ILQDQFLDO LQVWLWXWLRQV LQ WKH 8

7KH )LQDQFLDO 2PEXGVPDQ 6HUYLFH SURYLGHV DQ LQGH
JLODQFLDO 2PEXGVPDQ 6WRYUHMROYH LQGLYLGXDO FRPSODLQWY WKDW FRQVXPHU
EHHQ XQDEOH WR VHWWOH WKHPVHOYHV

JRUEHDUDQFH WDNHV SODFH ZKHQ D FRQFHVVLRQ ZKLFK
JRUEHDUDQFH SHUPDQHQW LV PDGH RQ WKH FRQWUDFWXDO WHUPV RI I
ERUURZHU:V ILQDQFLDO GLIILFXOWLHV

7KH DJJUHJDWH RI JURVYVY FDSLWDO DQG FROOHFWLYH LP¢
DQG SURSHUW\ SODQW DQG HTXLSPHQW

7KH JHQHUDO UHVHUYH LV WKH DFFXPXODWLRQ RI KLVWR
*HQHUDO UHVHUYH LQFOXGHYVY UHPHDVXUHPHQWY RI WKH GHILQHG EHQHILW &
GLVWULEXWLRQV WR KROGHUV RI BHUSHWXDO &DSLWDO ¢

7KH DJJUHJDWH Rl UHVHUYHVY RWKHU HTXLW\ LQVWUXPH(
VXERUGLQDWHG OLDELOLWLHV

) , PHDVXUH WKDW LQFOXGHV WKH YDOXH FUHDWHG WKUR;
URVV IRPHVWLE SURGXF\@HU LFH LQ D QDWLRQDO HFRQRP\

$Q LQGH[ WKDW FDSWXUHV FKDQJHV LQ KRXVH SULFHV PF
IURP 8. EDVHG UHVLGHQWLDO KRXVLQJ WUDQVDFWLRQV

,PSDLUHG ORDQYV ,PSDLUHG ORDQV DUH GHILQHG DV WKRVH ZKLFK DUH GHI

,QWHUHVW UDWH ULVN DULVHV IURP WKH GLIITHUHQW LQW
*URXS:V OHQGLQJ DQG GHSRVLW SURGXFWYV DQG IURP RW
,QWHUHVW UDWH ULVN *URXS LV VXEMHFW WR WKH ULVN WKDW FKDQJHV LQ LQW
YDULDWLRQV LQ HDUQLQJV EHFDXVH RI GLIIHUHQFHYV EHYV
SDLG RQ PRUWJDJHV GHSRVLWY DQG ILQDQFLDO LQVWU X

7KH *URXS-V RZQ DVVHVVPHQW RI WKH DPRXQW RI FDSLW
VXSSRUW DOO UHOHYDQW FXUUHQW DQG IXWXUH ULVNYV
,QWHUQDO &DSLWDO $GHGKWHUPLQDWLRQ RI D QXPEHU RI FDSLWDO EXIIHUV WR E
$VVHVVPHQW 3URFHVV [&XWXUH HFRQRPLF VWUHVVY DQG SURYLGHV FRQILUPDWLR
DSSURSULDWH SURFHVVHV LQ SODFH WR HQVXUH FRPSOL
UHTXLUHPHQWYV

7 *URXS:V RZQ DVVHVVPHQW RI WKH OLTXLGLW\ UHVRX
$%V\y|_H|5\?£F?Q/VbT3XULIQGFL:V\)V$G%E%/%FIL_{Q ZLWKLQ WKH ULVN WROHUDQFHV LW KDV VHW 7K
' HQWLDO VWUHVVHY EDVHG RQ UHIJXODWRU\ EHQFKPD

DGyD Fg@é} F‘§I§URDFK WR PHDVXULQJ FDSLWDO UHTXL!
0
QWHUQDO SDWLQJIV /ODVQ%GI-%L(OZ%(LBOS [§ KH ,5% DSSURDFK PD\ RQO\ EH XVHG Z|

,QWHUQDWLRQDO 6ZDSV DQG 'HULYDWLYHV $VVRFLDWLRQ
,6'$ RYHU WKH FRXQWHU GHULYDWLYHYVY DQG SURYLGHUV RI W
GRFXPHQWDWLRQ IRU GHULYDWLYH WUDQVDFWLRQV

$ FDOFXODWLRQ DV SDUW RI &5'9 ZKLFK PHDVXUHV WKH
7LHU FDSLWDO DQG H[SRVXUHVY WR RQ DQG RII| EDODQFF
DUH VXEMHFW WR WKH 35%$ V LQWHUSUHWDWLRQ RI WKH C
UDWLR

(ISHFWHG ORVYV

)DLU YDOXH

JUHH FDSLWDO

*URVV FDSLWDO

+RXVH 3ULFH ,QGH[ +3,

/[HYHUDJH UDWLR

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



*ORVMB W&+

7KLV FRPSULVHV FDVK LQ KDQG EDODQFHV ZLWK WKH %D
ILTXLG DVVHWYV LQFOXGLQJ *RYHUQPHQW LQYHVWPHQW VHFXULWLHV JL
DQG RWKHU OLTXLG DVVHWYV
JLTXLGLW\ ULVN LV WKH ULVN WKDW WKH *URXS KDV LQVX
REOLJDWLRQV DV DQG ZKHQ WKH\ IDOO GXH )XQGLQJ UL\
/LTXLGLWA DQG IXQGLQJ V)%Eg)gLQJ PDUNHWV RU WR RQO\ GR VR DW H[FHVVLYH FRV
DQG IXQGLQJ ULVN LV D SULQFLSDO ULVN RI WKH *URXS

7KH DPRXQW RI PRUWJDJH ORDQ DV D SHUFHQWDJH RI WK
$YHUDJH ORDQ WR YDOXH LV HLWKHU D VLPSOH DYHUDJH
ORDQ WR YDOXH LV FDOFXODWHG RQ WKH EDVLV RI WKH (
DGMXVWHG E\ WKH UHOHYDQW KRXVH SULFH LQGH[ PRYHF

$ SDUDPHWHU XVHG WR HVWLPDWH WKH GLITHUHQFH EHW
DQG WKH QHW DPRXQW RI WKH H[SHFWHG UHFRYHU\ H[SU

ODQDIJHPHQW H[SHQVHV 7KH DJJUHJDWH RI DGPLQLVWUDWLYH H[SHQVHVY GHSUHF

ODUNHW ULVN LV GHILQHG DV WKH ULVN RI D UHGXFWLRQ
UHVXOWLQJ IURP DGYHUVH PRYHPHQWY LQ ILQDQFLDO PD

6HFXULWLHYV RIITHUHG E\ D FRPSDQ\ WR LQYHVWRUV WKU|I
PDWXULW\ SHULRGV

$ SHUVRQ RU LQGLYLGXDO ZKR KROGV D VKDUH LQ WKH 6
OHPEHU ZLWK WKH 6RFLHW\ 'HSRVLW RU OHQGLQJ FXVWRPHUV RI
PHPEHUV

OLQLPXP 5HTXLUHPHQW IBWRTRLIKHAHQW XQGHU WKH %DQN 5HFRYHU\ DQG 5HVRO:
DQG (OLJLEOH /LDELOLWIGHSRWW WDNHUV WR KROG PLQLPXP OHYHOV RI FDSLWD!

7KH ULVN WKDW DQ LQHIIHFWLYH PRGHO RU LQFRUUHFWO
WR D ORVV UHSXWDWLRQDO GDPDJH RU UHJXODWRU\ FH(

$VVHW EDFNHG VHFXULWLHYV WKDW UHSUHVHQW LQWHUH\
LY \Q/éKEI_ LQYHVWRU WKH ULJKW WR FDVK UHFHLYHG IUR
ORUWJIDJH EDFNHG VHFXM&' ULYELSDO DQG LOQOWHUHVW 7KHVH FDQ DOVR EH N
EDFNHG VHFXULWLHV 50%6 ZKHUH WKH XQGHUO\LQJ VHF

7KH GLIITIHUHQFH EHWZHHQ LQWHUHVW UHFHLYDEOH RQ D\
LOQWHUHVW SDLG RQ OLDELOLWLHYVY DQG VLPLODU FKDUJH

IHW LQWHUHVW PDUJLQ 1HW LQWHUHVW LQFRPH DV D SHUFHQWDJH RI DYHUDJH W

Uﬁw R.ZKLFK DVVHVVHV WKH DPRXQW RI VWDEOH IXQGI
IHW BWDEOH )XQGLQJ SDWI( Rlla)BQG RIl EDODQFH VKHHW IXQGLQJ UHTXLUHPHQW

7KH ULVN RI ORVV DULVLQJ IURP LOQDGHTXDWH LQWHUQDC
IURP HIWHUQDO HYHQWYV

%X 11 HU \Y/VHW IRU ULQJ IHQFHG EDQNYVY DQG ODUJH EXLOGLC
2(\QNVKV\I7LUW6X\\\//VVLVFIQ—I(§\|;F2060\ (;)%P—p % OLW\ RI IDLOXUH RU GLVWUHVV UHGXFLQJ WKH |
' v PFUHGLW LQ WKH 8. HFRQRP\

2ZQHU RFFXSLHU PRUWJD$JRRUWJDJH RQ UHVLGHQWLDO SURSHUW\ WKDW LV WR Et

$ ILOQDQFLDO DVVHW VXFK DV D ORDQ LV SDVW GXH ZKHQ
PDNH D SD\PHQW ZKHQ FRQWUDFWXDOO\ GXH

SHUPDQHQW ,QWHUHVW %BHQINVMHFXUBIGD SHWSHWXDO GHIHUUHG VKDUHV RI WKH 6RFL
3,%6 GHILQHG DV VXEVFULEHG FDSLWDO

X%/L[‘W H\é KDW SD\ D QRQ FXPXODWLYH FRXSRQ DW W
SHUSHWXDO &DSLWDO GH‘%ggb I I—bV é LWLRQDO 7LHU FDSLWDO

&RPSRQHQWYVY RI WKH %DVHO FDSLWDO IUDPHZRUN 3LOOL
3LOODU $ UHTXLUHPHQW 3LOODU $ FRYHUV FDSLWDO UHTXLUHPH
DQG 3LOODU FRYHUV GLVFORVXUHYV

$ EXIITHU WR HQVXUH WKDW ILQDQFLDO LQVWLWXWLRQV W
V\VWHP LQ DJJUHJDWH KDYH DGGLWLRQDO FDSLWDO EXII

$ 30$ LV DSSOLHG ZKHQ WKH *URXS FRQVLGHUV WKDW D F
3RVW ORGHO $GMXVWPHQWKIBORBLHQWO\ DFFXUDWH RU FRPSOHWH GXH WR WKHUH E
WKDW KDYH QRW EHHQ LGHQWLILHG RU WKDW FDQQRW EF

$Q HVWLPDWH RI WKH SUREDELOLW\ WKDW D ERUURZHU Z

EOLIJDWLRQV RYHU D IL[HG WLPH SHULRG :LWK UHVSHF\

SUREDELOLWA RI GHIDXOV?)S PRQWK (&/V XVH PRQWK 3'V ZKLOVW D OLIHWLI
HVWLPDWHG 3' RYHU WKH UHPDLQLQJ FRQWUDFWXDO OLII

/IRDQ WR YDOXH /79

/IRVV JLYHQ GHIDXOW /*'

ODUNHW ULVN

OHGLXP WHUP QRWHYV

ORGHO ULVN

IHW LQWHUHVW LQFRPH

2SHUDWLRQDO ULVN

3DVW GXH

35% EXIIHU

&RYHQWU\ % XLOGLQROERMAMLHIWHNSRUW $FFRXQWYV



*ORVMB W&+

BULQFLSDO ULVNVY DUH WKRVH ULVNV WR ZKLFK WKH *URX
BULQFLSDO ULVN H[SRVHG DQG WKRVH WKDW WKH *URXS EHOLHYHV FRXOG
DELOLW\ WR PHHW LWV VWUDWHJLF REMHFWLYHV

Eﬁé V\&/\“DEVQX%SU\ ERG\ UHVSRQVLEOH IRU WKH SUXGHQWL
33U5>;GHQWLDO SHIXODWLR |%>r<\| tJGLQI VRFLHWLHYV FUHGLW XQLRQV LQVXUHL

35%$ LV D VXEVLGLDU\ RI WKH %DQN RI (QJODQG
SXUFKDVHG RU RULJLQDVBX® FKOVHA'RU RULJLQDWHG ILQDQFLDO DVVHWY WKDW D
LPSDLUHG 32&, UHFRJQLWLRQ

5HWDLO GHSRVLWV ,QFOXGHV 6KDUHV DQG RWKHU FXVWRPHU GHSRVLWYV PDG

$ UHIXODWRU\ VWUHVV WHVW WKDW UHTXLUHV D ILUP WR
5HYHUVH VWUHVV WHVW WKDW ZRXOG UHQGHU LWV EXVLQHVYV PRGHO XQYLDEOH
EXVLQHVV YXOQHUDELOLWLHV

$Q DUWLFXODWLRQ RI WKH OHYHO RI ULVN WKDW WKH *UI
5LVN DSSHWLWH VDIHIXDUG WKH LQWHUHVWY RI WKH *URXS:-V PHPEHUYV D(
DFKLHYLQJ LWV EXVLQHVV REMHFWLYHYV

7%}%)YDOXH Rl DVVHWYV DIWHU DGMXVWPHQW WR UHIOHFW
LD

5LVN ZHLJKWHG DVVHWYV \Y/

FFRUGDQFH ZLWK WKH UHOHYDQW FDSLWDO UXOHYV

$Q DJUHHPHQW WR VHOO D ILQDQFLDO VHFXULW\ WRJHWK
6DOH DQG UHSXUFKDVH DUHGIOGRH WR UHSXUFKDVH WKH DVVHW DW D VSHFLILHG SU
UHSR WKLV IRUPV D VHFXUHG ORDQ ZLWK WKH GLIITHUHQFH EH)

UHSXUFKDVH SULFH EHLQJ WKH LQWHUHVW UDWH

$ SRRO RI ORDQV XVHG WR EDFN WKH LVVXDQFH RI QHZ V
WUDQVIHUUHG WR D VWUXFWXUHG HQWLW\ ZKLFK WKHQ L
WKH DVVHWYV 7KH *URXS KDV XVHG UHVLGHQWLDO PRUW/
VHFXULWLVDWLRQ SXUSRVHYV

)XQGV GHSRVLWHG E\ D SHUVRQ LQ D UHWDLO VDYLQJV D
6KDUHV IXQGV DUH UHFRUGHG DV OLDELOLWLHV RI WKH 6RFLHW\
UHWDLO GHSRVLWV
JKH WRWDO RI VKDUHV FXVWRPHU DFFRXQWV GHSRVLW)
LQ LVVXH
$ VLIQLILFDQW LQFUHDVH LQ FUHGLW ULVN RQ D ILQDQFL
6LJQLILFDQW LQFUHDVH Z&HQD®.DVYHYNVPHQW XVLQJ TXDQWLWDWLYH DQG TXDO
6,85 UHSRUWLQJ GDWH WKDW WKH FUHGLW ULVN KDV LQFUHD\

RULJLQDOO\ UHFRJQLVHG

621,$ 6WHUOLQJ 2YHUQLS$KUDWHVHHIEDHFNWLQJ DFWXDO RYHUQLJKW IXQGLQJ UDWH)

6HFXULWLVDWLRQ

6KDUHVY DQG ERUURZLQJ

$YHUDJH GHSRVLW UDWH IRU HDFK GD\
$VVHWYVY WKDW XQGHU ,)56 KDYH QRW H[SHULHQFHG D VL

6WDJH VLQFH WKH DVVHW ZDV RULJLQDOO\ UHFRJQLVHG RQ WKH
VWDJH

6 WD JH $VVHWYV WKDW KDYH H[SHULHQFHG D VLJQLILFDQW LQFUH
UHFRJQLWLRQ XQGHU ,)56 DUH FODVVHG DV VWDJH

6 WD JH $VVHWY LGHQWLILHG DV LQ GHIDXOW DQG FRQVLGHUHG F

FODVVHG DV VWDJH

7KH EDVLF PHWKRG XVHG WR FDOFXODWH FDSLWDO UHTX
HUDWLRQDO ULVN

,Q WKLY DSSURDFK WKH ULVN ZHLJKWLQJ XVHG LQ WKH F

E\ VSHFLILHG SHUFHQWDJHV

6WUDWHJILF ULVN LV WKH ULVN WKDW FKDQJHV WR EXVLQ
JHRSROLWLFDO UHJXODWRU\ RU RWKHU IDFWRUV PD\ OH
6WUDWHJILF ULVN RU 6WUDWHJLF 30DQ EHFRPLQJ LQDSSURSULDWH 7KLV Lt
DPELWLRXV 6WUDWHJLF 30DQ DV ZHOO DV XQIRUHVHHQ P
UHJXODWRU\ FKDQJHYV
7HVWLQJ XQGHUWDNHQ WR SURYLGH DQ XQGHUVWDQGLAQ.
LQWHUQDO DQG H[WHUQDO VKRFNYV
$Q HQWLW\ LQ ZKLFK YRWLQJ RU VLPLODU ULJKWV DUH QI
FRQWURO
BWUXFWXUHG HQWLWLHY DUH FRQVROLGDWHG ZKHQ WKH
LQGLFDWHV FRQWURO

6WDQGDUGLVHG DSSURD

6WUHVV WHVWLQJ

6WUXFWXUHG HQWLW\
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*ORVMB W&+

$ IRUP RI 7LHU FDSLWDO WKDW LV XQVHFXUHG 6XERUGI
FK/RWKHU DQG EHKLQG DOO RWKHU FUHGLWRUV RI WKI|
HKROGLQJ OHPEHUV RWKHU WKDQ KROGHUV RI 3HUP

DQG BHUSHWXDO &DSLWDO 6HFXULWLHVY DV WR SULQFLSI

6XEVFULEHG FDSLWDO 6HH 3HUPDQHQW ,QWHUHVW %HDULQJ 6KDUHYV
FKHPH QRZ FORVHG WR QHZ GUDZLQJV ODXQFKHG E\

V
7THUP )XQGLQJ 6FKHPH ZL}%}_{KYéé%}&%VWR ERRVW OHQGLQJ WR KRXVHKROGY DQG EXV
R \

D7(');GGOL(WLRQDO LQFHQWLY DQG EXLOGLQJ VRFLHWLHY SDUWLFLSDWLQJ L

6XERUGLQDWHG OLDELOL

5DWH

$ FRPSRQHQW RI UHJXODWRU\ FDSLWDO FRPSULVLQJ &RP
$GGLWLRQDO 7LHU FDSLWDO

$ FRPSRQHQW RI UHJXODWRU\ FDSLWDO FRPSULVLQJ TXD
HOLJLEOH FROOHFWLYH LPSDLUPHQW DOORZDQFHV

7KH PLQLPXP DPRXQW RI FDSLWDO WKH *URXS VKRXOG KF
7TRWDO &DSLWDO 5HTXLUBPGQIWU 7&865QG 3LOODU $ DQG LQIRUPHG E\ WKH ,QWHUQD
BURFHVV ,&%$%$3

$ UDWLR SUHVFULEHG E\ WKH 35%$ EDVHG RQ WKH &55 OHY
8. OHYHUDJH UDWLR UHVWULFW WKH DPRXQW RI $7 FDSLWDO WKDW FDQ EH L
H[FOXGH HOLJLEOH FHQWUDO EDQN KROGLQJV IURP OHYH

$VVHWV UHDGLO\ DYDLODEOH DV FROODWHUDO WR VHFXU

DGYDQFHV WR FXVWRPHUV WKDW DOWKRXJK WHFKQLFDO
S8QHQFXPEHUHG DVVHWY UHVSHFW Rl XQGUDZQ VHOI LVVXHG QRWHV XQGHU WKH *
VHFXULWLVDWLRQ SURJUDPPHY DQG DUH WKHUHIRUH UHE
VHFXUH IXQGLQJ RU WR SOHGJH DV FROODWHUDO DJDLQV
$ OLVW Rl FRXQWHUSDUWLHY GUDZQ XS E\ WKH *URXS RQ
PRQLWRU WKH SHUIRUPDQFH RI ORDQV VXEMHFW WR VLJC
)XQGLQJ UHFHLYHG IURP HWHUQDO FRXQWHUSDUWLHV W
"KROHVDOH IXQGLQJ ILQDQFLDO PDUNHWYV IRU H[DPSOH LQVXUDQFH FRPSDQL
EXVLQHVVHV ILQDQFLDO LQVWLWXWLRQV DQG VRYHUHLJ
7R ZULWH RII D ILQDQFLDO DVVHW ZKHQ LW KDV H[KDXVW
DQG LW LV FRQFOXGHG WKDW WKHUH LV QR UHDVRQDEOH

7LHU FDSLWDO

7LHU FDSLWDO

:DWFKOLVW

ULWH RII
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*ORVMB W&+

*ORVVDU\ RI WHUPV XVHG LQ UHIHUHQFH WR FOLPDWH ULVN

%DQN RI (QJODQG LQLWLDWLYH WR H[SORUH WKH ILQDQF
H . 7KH H LVH zZLOO WHVW WKH UHVLOLHQFH RI
0
aoLpowi wLi0oto (15oRfRREYY BTSN QUkUKUY b6 WKH 1LabOFLDO v
° WKHUHIRUH WKH VFDOH RI DGMXVWPHQW WKDW ZLOO QH
GHFDGHV IRU WKH V\VWHP WR UHPDLQ UHVLOLHQW

7KH SK\VLFDO ULVNV DULVLQJ IURP WKH GLUHFW SK\VLF
3K\WVLFDO ULVNV IURP FOLPDWH FKDQJH DULVH IURP D Q:
&OLPDWH UHODWHG ULVNWSBKAMIFFZADWKHU HYHQWY VXFK DV KHDWZDYHV I0ORR
VKLIWY LQ WKH FOLPDWH VXFK DV FKDQJHV LQ SUHFLSL
YDULDELOLW\ VHD OHYHO ULVH DQG ULVLQJ PHDQ WHPS

7KH WUDQVLWLRQ ULVNV DULVLQJ IURP WKH WUDQVLWLF
7TUDQVLWLRQ ULVNV DULVH IURP WKH SURFHVV RI DGMXV
HFRQRP\ 7KH 8. *RYHUQPHQW KDV VHW D WDUJHW RI| DF|
UHH XV V HPLVVLRQV E\ WR UHVSRQG WR WK
&OLPDWH UHODWHG ULVN\;SRWW@LBW&J%& RI' IDFWRUV LQIOXHQFH WKLV ULVN LQF
GHYHORSPHQWY LQ SROLF\ DQG UHJXODWLRQ WKH HPHL
RU EXVLQHVV PRGHOV VKLIWLQJ VHQWLPHQW DQG VRFL
SRWHQWLDO IRU VWUDQGHG DVVHWYV WR EH FUHDWHG

5HIHUV WR WKH SRWHQWLDO SRVLWLYH LPSDFWV WKDW

* : VLQHVYV PRGHO DQG WKH RSSRUWXQLWLHV WI

&OLPDWH UHODWHG RSSRH%@?‘(%" U OHQGLQJ E\ VXSSRUWLQJ ERUURZHUV ZKR
LPSURYHPHQWY RQ WKHLU KRPHV

$ UHSRUW WKDW DVVHVVHV WKH HQHUJ\ HIILFLHQF\ RI D
(QHUJ\ BHUIRUPDQFH &HUWBHFIDWH ZD3¥ LQ ZKLFK WKH HIILFLHQF\ RI D SURSHUW\
&HUWLILFDWLRQ LV JUDGHG IURP $ PRVW HIILFLHQW Wi

*+*V DUH DWPRVSKHULF JDVHV WKDW DEVRUE DQG HPLW
LQIUDUHG UDQJH DQG WKDW FRQWULEXWH WR WKH JUHH
FKDQJH ODQ\ GLIITHUHQW *+*V DUH SURGXFHG DV D UHVX
F\'/l'_RI@OdDVHV PDQGDWHG XQGHU WKH .\RWR 3URWRFRO I
LQYH RULHV XQGHU WKH 8QLWHG 1DWLRQV J)UDPHZRUN
81)&&& FDUERQ GLR[LGH &2 PHWKDQH &+ QLWUR
K\GURIOXRURFDUERQV +)&V SHUIOXRURFDUERQV 3)&V
DQG QLWURJHQ WULIOXRULGH 1)

$Q LOWHUQDWLRQDO VWDQGDUG WKDW TXDQWLILHV WKF
HPLVVLRQVY DQG WKH YHULILFDWLRQ

* 0, QHUVKLS RI ILQDQFLDO LQVWLWXWLRQV W
3DUWQHUVKLS IRU &DUER %%Qz%ﬁﬁ}éé%a
JLODQFLDO 3&$) PSS KDUPRQLVHG DSSURDFK WR DVVHVV DQG ¢

HPLVVLRQV DVVRFLDWHG ZLWK WKHLU ORDQV DQG LQYH'

$ PHWKRG IRU FDSWXULQJ DVVXPSWLRQV DERXW FOLPDYV
5HSUHVHQWDWLYH &RQFH@YWWB O WUBRW XBWHVKQPUHDVHY RYHU WKH VW FHQWXU\ (DF
5&3 GLITHUHQW UDQJH RI JOREDO PHDQ WHPSHUDWXUH ZKLF
XQGHUVWDQG KRZ LWV DVVHWY ZLOO SHUIRUP XQGHU D

6FRSH HPLVVLRQV DUH GLUHFW JUHHQKRXVH JDV *+*
RXU RZQ RSHUDWLRQV H J RXU FRPSDQ\ YHKLFOHV JD\

6FRSH HPLVVLRQV DUH LQGLUHFW *+* HPLVVLRQV DVVR
RXU HOHFWULFLW\

6FRSH HPLVVLRQV DUH WKH UHVXOW RI DFWLYLWLHV IL
FRQWUROOHG E\ WKH 6RFLHW\ EXW WKDW WKH 6RFLHW\
FKDLQ 6FRSH HPLVVLRQV LQFOXGH DOO VRXUFHV QRW
DQG ERXQGDU\ DQG FDQ EH VHSDUDWHG LQWR WKH IRC
$ 8SVWUHDP 6FRSH HPVYNVQHRYWUDYHO E\ PHDQV QRW |

FRQWUROOHG E\ WKH 6RFLHW\ ZDVWH GLVSRVDO DQG
$ 'RZQVWUHDP 6FRSH WRHWHRIRQMRQV IURP WKH SURSH

WKURXJK WKH 6RFLHW\-V RSHUDWLRQV 2 L H RXU PRU

6WUHDPOLQHG (QHUJ\ DQ ® (&BUEHRIXODWLRQ LV D FUXFLDO HOHPHQW RI WKH 8. V F
5HSRUWLQJ 6(&5 LPSURYH HQHUJ\ HIILFLHQF\ DQG UHGXFH FDUERQ HPLVV

7KH )LQDQFLDO 6WDELOLW\ %RDUG FUHDWHG WKH 7&)" W
7DVN )RUFH IRU &OLPDWH BXDD@WILHW R1 UHSRUWLQJ RI FOLPDWH UHODWHG ILQDQF
JLOQDQFLDO 'LVFORVXUHV FRQFHQWUDWLRQ RI FDUERQ UHODWHG DVVHWYV ZLWKLQ

ILQDQFLDO V\WVWHP V H[SRVXUH WR FOLPDWH UHODWHG |

*UHHQKRXVH JDV *+* HPL

,62 FHUWLILFDWLRQ

6FRSH HPLVVLRQV

6FRSH HPLVVLRQV

6FRSH HPLVVLRQV
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