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7KLV ODQDJHPHQW!V 'LVFXVVLRQ DQG $QDO\VLV #0' $$ IRU &HQRYXV (QHUJ\ ,QF ZKLFK LQFOXGHV UHIHUHQFH
&HQRYXV (QHUJ\ ,QF WKH VXEVLGLDULHV RI DQG SDUWQHUVKLS LQWHKHMEMU KRG 6\ E B HGHDY ¥ @ FHRUQIM X Q F WD €
RXU 6HSWHPEHU XQDXGLWHG LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DQG DFFRPSDQ\LQJ QR
DXGLWHG &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DQG DFFRPSDQ\LQJ QRWHV #&RQVROLGDWHG )LQDQFLDO
LQIRUPDWLRQ DQG VWDWHPHQWY FRQWRYRAPBHUQ XWIOHN ¥’ BWKHU PIDVGH LIVG RFDWHG 7KLV 0' $ FRQWDLQV IRUZDUC
FXUUHQW H[SHFWDWLRQV HVWLPDWHV SURMHFWLRQV DQG DVVXPSWLRQV 6HH WKH $GYLVRU\ IRU LQIRUPDWLF
DVVXPSWLRQV XQGHUO\LQJ RXU IRUZDUG ORRNLQJ LQIRUPDWLRQ &HQRYXV PDQDJHPHQW #0DQDJHPHQWS$ SUHS
E\ WKH $XGLW &RPPLWWHH DQG UHFRPPHQGHG IRU DSSURYDO E\ WKH &HQRYXV %RDUG RI 'LUHFWRUV #WKH %RD
$QQXDO ,QIRUPDWLRQ )RUP #$,)$ DQG )RUP ) LV DYDLODEOH RQ 6('$5 DW VHGDU FRP RQ ('*$5 DW VHF JRY [
RXU ZHEVLWH HYHQ LI UHIHUUHG WR LQ WKLV 0' $ GRHV QRW FRQVWLWXWH SDUW RI WKLV 0" $

%DVLV RI BUHVHQWDWLRQ

7KLV 0'$ DQG WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY DQG FRPSDUDWLYH LQIRUPDWLRQ KDYH
#$% H[FHSW ZKHUH DQRWKHU FXUUHQF\ KDV EHHQ LQGLFDWHG DQG LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )L
$FFRXQWLQJ 6WDQGDUGYV %RDUG 3URGXFWLRQ YROXPHV DUH SUHVHQWHG RQ D EHIRUH UR\DOWLHV EDVLV 5HIH

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



29(59,(: 2) &(12986

'H DUH D &DQDGLDQ EDVHG LQWHJUDWHG HQHUJ\ FRPSDQ\ KHDGTXDUWHUHG LQ
VKDUH SXUFKDVH ZDUUDQWYV #&HQRYXV :DUUDQWV$ DUH OLVWHG RQ WKH 7RURC
2XU FXPXODWLYH UHGHHPDEOH SUHIHUUHG VKDUH:W \DHUHLM\NKH VHFRQEIBQGD UDH MWD |
EDVHG FUXGH RLO DQG QDWXUDO JDV SURGXFHU ZLWK XSVWUHDRFHFROUDWLRQ\
ODUJHVW &DQDGLDQ EDVHG UHILQHU DQG XSJUDGHU ZLWK GRZQVWUWHDP RSHU
-DQXDU\ &HQRYXV DQG +XVN\ (QHUJ\ ,QF #+XVN\$ FORVHG D WUDQVDFWLR
DUUDQJHPBQWD @IHPHQWS

2XU XSVWUHDP RSHUDWLRQV LQFOXGH RLO VDQGY SURMHFWYV LQ QRUWKHUQ $0O|
QDWXUDO JDV OLTXLGV #1*/V$ SURMHFWYV DFURVV :HVWHUQ &DQDGD FUXGH RL
QDWXUDO JDV DQG 1*/V SURGXFWLRQ RIIVKRUH &KLQD DQG ,QGRQHVLD 2XU GR:
RSHUDWLRQV LQ &DQDFRRIP PHWGF MXKXM IXKHO BRBUDWLRQV DFURVYV &DQDGD

2XU RSHUDWLRQV LQYROYH DFWLYLWLHY DFURVV WKH IXO0 YDOXH FKDLQ WR GH?®
LQ &DQDGD DQG LQWHUQDWLRQDOO\ 2XU SK\VLFDOO\ LQWHJUDWHG XSVWUHDP LC
YRODWLOLW\ LQ OLJKW KHDY\ FUXGH RLO GLIITHUHQWLDOV DQG FRQWULEXWH WR
JDV SURGXFWLRQ WKURXJK WR WKH VDOH RI ILQLVKHG SURGXFWV VXFK DV WUDQ

'XULQJ WKH QLQH PRQWKY HQGHG 6HSWHPEHU FUXGH RLO WHRGXBWGRQ I
EDUUHOV SHU GD\ DQG WRWDO XSVWWKRX%BQE88XFOL\RQORZYNWLHIP FUXGH RLO V

WKRXEDQGHOV SHU GD\ 5HIHU WR WKH 2SHUDWLQJ DQG )LQDQFLDO 5HVXOWYV
E\ SURGXFW W\SH

2XU VWUDWHJ\ LV IRFXVHG RQ PD[LPL]LQJ VKDUHKROGHU YDOXH WKURXJK FRPS]
GHOLYHULQJ WRS WLHU VDIHW\ SHUIRUPDQFH DQG HQYLURQPHQWDO VRFLDO DQ
JUHH )XQGV )ORZ JHQHUDWLRQ WKDW HQDEOHV GHEW UHGXFWLRQ VKDUHKROGH
DQG IOH[LEOH UHWXUQ PHFKDQLVPV UHLQYHVWPHQW LQ WKH EXVLQHVV DQG GLY

ODLQWDLQLQJ D VWURQJ EDODQFH VKHHW ZLWK WKH UHVLOLHQFH WR ZLWKVWDQ
WKH FRPPRGLW\ F\FOH LV D NH\ HOHPHQW RI &HQRYXV!V FDSLWDO DOORFDWLRQ |
FDSLWDO DOORFDWLRQ IUDPHZRUN WR FRQWLQXH WR VWUHQJWKHQ RXU EDODC
FRPPRGLW\ SULFH HQYLURQPHQWY DQG LPSURYH RXU VKDUHKROGHU YDOXH SURS

‘H KDYH VHW DQ XOWLPDWH 1HW '"HEW 7DUJHW RI ELOOLRQ ZKLFK VHUYHV DV C
WR VKDUHKROGHUV WKURXJK VKDUH EX\EDFNV DQG RU YDULDEOH GLYLGHQGV D'

( :KHQ 1HW 'HEW LV OHVV WKDQ ELOOLRQ DQG DERYH ELOOLRQ DW TXDUW
([FHVV JUHH )XQGV )J)ORZ DFKLHYHG LQ WKH IROORZLQJ TXDUWHU WR VKDUHKR
EDODQFH VKHHW XQWLO ZH UHDFK WKH 1HW 'HEW 7DUJHW RI ELOOLRQ

( :KHQ 1HW 'HEW LV DERYH ELOOLRQ DW TXDUWHU HQG ZH SODQ WR DOORFDW
WR GHOHYHUDJLQJ WKH EDODQFH VKHHW

( :KHQ 1HW 'HEW LV DW WKH ELOOLRQ IORRU DW TXDUWHU HQG ZH ZLOO WD
([FHVV JUHH )XQGV J)ORZ WR VKDUHKROGHU UHWXUQV

([FHVV )UHH )XQGV )ORZ LV G ILQHG DV )UHH )XQGV )ORZ

OLQXV EDVH GLYLGHQGY SDLG RQ FRPPRQ VKDUHV LQ WKH TXDUWHU

OLQXV GLYLGHQGYV SDLG RQ SUHIHUUHG VKDUHYV LQ WKH TXDUWHU

OLQXV RWKHU XVHV RI FDVK LQFOXGLQJ GHFRPPLVVLRQLQJ OLDELOLWLHY DQG
OLQXYVY DDFTXL FRVWYV IURP DFTXLVLWLRQ DFWLYLWLHV FORVLQJ LQ WKH TXDUYV
( 30XV DQ\ SURFHHGV IURP RU OHVV DQ\ SD\PHQWY UHODWHG WR GLYHVWLWXUH

7KH &RPSDQ\!'V FDSLWDO DOORFDWLRQ IUDPHZRUN HQDEOHV D VKLIW WR SD\LQJ
FRPPRQ VKDUHKROGHUV ZLWK ORZHU OHYHUDJH DQG D ORZHU ULVN SURILOH 2
$GMXVWHG )XQGV Rl DSSURJ[LPBDARIMVDW WKH ERWWRP RI WKH F\FOH

~ e~~~

6HH WKH /LTXLGLW\ DQG &DSLWDO 5HVRXUFHV VHFWLRQ RI WKLV 0' $ IRU WKH FDOFXODWLRQ RI )UHH

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



6KDUH EX\EDFNV ZLOO FRQWLQXH WR EH H[HFXWHG RSSRUWXQLVWLFDOO\ GULYH
LQ D TXDUWHU LV OHVV WKDQ WKH WDUJHWHG YDOXH RI UHWXUQV WKH UHPDLQ
WKDW TXDUWHU :KHUH WKH YDOXH RI VKDUH EX\EDFNV LQ D TXDUWHU LV JUHDW
ZLOO EH SDLG IRU WKDW TXDUWHU

2Q -XQH RXU 1HW 'HEWEBEQA®Q@ROQ DZDWVXOW RXU UHWXUQV WR VKDUHKF
PRQWKY HQGHG 6HSWHPEHU ZDV SHUFHQW RI WKDW TXDUWHU V ([FHVV
6HSWHPEHU ZH JHQHUDWHG FDVK | ERPD GRERWWY WULRH DXV WE)VD RE\ERR |
UHWXUQHG OQLR @R XU VKD DVKHKRQIKHUKD $V VIRQ 1RYHPEHU WKH &RPSDQ\!V ¢
'LUHFWRUY GHFODUHG D IRXUWIK TXHU FRPPRQ VKDLUL'HFHP WR FRPPRQ
VKDUHKROGHUV RI UHFRUCGC DV DW 1RYHPEHU

7TKUHH ORQWKY (QGHG
PLOOLRQV 6HSWHPEHU

([FHVV )UHH )XQGV )ORZ
7DUJHW 5HWXUQ
/HVV 3XUFKDVH RI &RPPRQ 6KDUHV 8QGHU RXU 1RUPDO &RXUVH ,VVXHU %LG #1&,%$
5HWXUQV WR 6KDUHKROGHUV 8QGHU 7DUJHW %HIRUH 9DULDEOH 'LYLGHQG
1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ Rl WKLV 0" $
%DVHG RQ RXU FDSLWDODMU@®OBRHDYWQWQR IUNGPWH ZIREOW DEHDLWQJ OHVV WKDQ ELOOLRQ DQG JUHDWHU WKI
GHWHUPLQHG WR EH SHUFHQW RI ([FHVV )UHH )XQGV J)ORZ IRU WKH WKUHH PRQWKY HQGHG 6HSWHP
2Q BHSWHPEHU RXU 1 EL DERMHLWLRIQVXDW ZH H[SHFW RXU UHWXUQV W
WKH WKUHH PRQWKY HQGHG '"HFHPEHU WR EH SHUFHQW RI WKH IRXUWK T

‘H DLP WR GHOLYHU RQ RXU VWUDWHI\ WKURXJK ILYH NH\ VWUDWHJLF REMHFWLY

7RS 76BDIUBWUIRUPDQFH DQG (6* /HDGHUVKLS

8QGHUSLQQLQJ HYHU\WKLQJ ZH GR LV WKH VDIHW\ RI RXU SHRSOH DQG FRPPXQLYV
VDIHW\ DQG DVVHW LQWHJULW\ DQG FRUSRUDWH JRYHUQDQFH DV IRXQGDWLRQ
RSHUDWLRQV :H FRQWLQXH WR SURPRWH D VDIHW\ FXOWXUH LQ DOO DVSHFWYV [
VDIHW\ WRS RI PLQG

$ SDWK DQG SURJUDP IRU DFKLHYLQJ RXU WDUJHWYV LQ HDFK RI RXU ILYH (6* IRF:
OHYHUV DQG UHVRXUFHV WKDW ZLOO EH UHTXLUHG $GGLWLRQDO LQIRUPDWLRQ |
LQFOXGLQJ RXU (6* WDUJHVP DUH DYD&XOWRXVERLHYK6WKHSRUW DW FHQRYXV FR

&RPSHWLWLYH &RVW 6WUXFWXUHY DQG 2SWLPL]JLQJ ODUJLQV

‘H FRQWLQXH WR WDUJHW DGGLWLRQDO FRVW VDYLQJV DQG PDUJLQ HQKDQFHP
DVVHWYV ZLWK GRZQVWUHDP DVVHWY ZKLFK LV H[SHFWHG WR VKRUWHQ WKH YD
KHDY\ RLO WUDQVSRUWDWLRQ :H FRQWLQXH WR ORRN IRU ZD\V WR LPSURYH HI
RSHUDWLQJ DQG JHQHUDO DQG DGPLQLVWUDWLYH FRVW UHGXFWLRQV

ODLQWDLQLQJ DQG )XUWKHU 5HGXFLQJ '"HEW /HYHOV

$V DW 6HSWHPEHU RXU ORQJ WHUP GHEWLQQHERKRRHEIKPU FXUUHQ®WOIRDPWLRQ
DQG RXU 18HRWLMEHWQ EDWOHRKPEHU ELOOSVR® UHVXOW RI VWURQJ FDVK 1U
DFWLZH UHGHHPHG D VLJQLILFDQW DF 1HW GXULQJ WKH QLQH PROQWKY HQGHG |

2XU 1HW '"HEW WR $G ZD WLPHWU 1HW '"HEW WR $GMXVWH WQR8WWRZ 5DV
6HSWHPEHU ODLOQWDLQLQJ D VWURQJ EDODQFH VKHHW SURYLGHV ILQDC
FRPPRGLW\ SULFH YRODWLOLW\

S5HWXUQV IRFXVHG &DSLWDO $OORFDWLRQ

7KH &RPSDQ\!V VXVWDLQLQJ FDSLWDO SURJUDP8®QG7EDBHU EIDMULGHO® GDRGH SVUR
RSSRUWXQLWLHYV WR VXVWDLQDEORYMHREZHWKDW K KRORGAED QHWYRUV GHF D DLWHHG VID
IRXUWK TXDUWHRIEDVIS HGL FRPIHPRQ@ VKDUH DQG D IRXUWK TXBHRPPRQ VVKDEBH GL°

7KH EDVH GLYLGH'HFHP WR FRPPRQ VKDUHKROGHUV RI UHFRUG DV DW 'HFI
GLYLGHQG LV SD\DEOH RQ 'HFHPEHU WR FRPPRQ VK 'XULQJ WKH WK WUHIHFRU
QLQH PRQWKY HQGHG 6HSWHP PLC D( EL UHVSHFWLYHMKRRGRYXY WKJR X J K

VKDUH EX\EDFNYV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



'XULQJ WKH TXDUWHU ZH FORVHG WKH SUHYLRXVO\ DOQQRXQFHG SXUFKDVH RI WK
R JDV VWDWLRQV ZLWKLQ RXU UHWDLO IXHOV QHWZRUN

,Q DGGEZWLR@QRRE P®Q DIJUHHPHQW ZLWK %3 3URGXFWV 1RUWK $PHULFD ,QF #%3$
7TROHGR 5HILQHUWHLMFPXKLRLWLRQ ZLOO SURYLGH XV IXO0 RZQHUVKLS DQG RSHUI
SURGXFWLBRIDELQJ FDSDELOLWLHY 7KH WUDQVDFWLRQ LV H[SHFWHG WR JLYH
GRZQVWUHDP WKURXJKSXW FDSDFLW\ LQFOXGLQJ WKRXVDQG EDUUHOV SHU (
IXUWKHU RSWLPL]JH RXU KHDY\ RLO YDOXH FKDLQ WKURXJK LQWHJUDWLRQ ZLWK R

2Q 6HSWHPEHU WUDJLFDILUH RFFXUUHG DW WKH 7ROHGR 5HILQHU\ UHVXOWLQJ L
FDXVH RI WKH LQFLGHQW DUH RQYKXW ®RLR\WHH:HU MR QW H Q XJH PADR. QW VHVV WKH \
WLPLQJ RWRBRWURQVDFWLRQ

Q ZH DQWLFLSDWH RXU WRWDO FDSLWBIOO 8 [RHQ B QBXQUAHOK IZRRIREQHRBHW R H H |
PLOOMF® XGLQJ LQVXUDQFH SURFHHGV IRU WKH 6XSHULRU 5HILQHU\ UHEXLOG
DOORFDWLRQ

*URZLQJ )UHH )XQGV )ORZ 7TKURXJK 3ULFLQJ &\FOHV

2XU WRS WLHU DVVHWV DQG ORZ FRVW VWUXFWXUH SRVLWLRQ XV WR JURZ )UHE
DVVHW DQG SURGXFW PL[ JHQHUDWHY SUHGLFWDEOH DQG VWDEOH )UHH )XQGV )C
SLSHOLQHV ORJLVWLFV DQG PDUNHWLQJ WR RSWLPL]JH WKH YDOXH FKDLQ :H D
LQYHVWPHQW

&HQRYXV KDV D WUDFN UHFRUG RI RSHUDWLRQDO UHOLDELOLW\ IRU RXU XSVWU
DYHUDJH EHWAHKRKXYDQG %2( SHU GD\ DQG * MYHRX WIKGIGL @ B [ GHQWG DAV Q\RRZH 7ROHG
H[SHFW RXU GRZXGWWRIHDWKURXJKSXW WR IDOO PREBHVWERRXWYGGEHD WKHONX 5G D C

WKRXVDQG LEBWDWHOV SH FROQWLQXH WR PRQLWRU WKH RYHUDOO PDUNHW G\Q
XSVWUHDP SURGXFWLRQ DQG GRZQVWUHDP WKURXJKSXW OHYHOV 2XU DVVHWYV F
GRZQ DFFRUGLQJO\ 2XU GHFLVLRQV DURXQG SURGXFWLRQ OHYHOV DQG UHILQHU
ZH UHFHLYH IRU RXU SURGXFWYV

2X JXLGDQFH GDWHGAQVXIDXDLODEOH RQ RXU ZHEVLWH DW FHQRYXV FRP )RU IX
JLQDQFLDO 5HVXOWY VHFWLRQ RI WKLV 0" $

7KH &RPSDQ\ RSHUDWHV WKURXJK WKH IROORZLQJ UHSRUWDEOH VHJPHQWYV

8SVWUHDP 6HIJPHQWYV

( 2LO 6DQGEVOXGHY WKH GHYHORSPHQW DQG SURGXFWLRQ RI ELWXPHQ DQG KH
&HQRYXV!IV RLO VDQGYVY DVVHWYV LQF®GX® IDWRNWEO0 RVHWKH &RBLE WLLODW HDN |
/IOR\GPLQVWHU FRQYHQWLRQDO KHDY\ RLO DVVHWV &HQRYXV MRLQWO\ R.
WHUPLQDOV WKURXJK WKH HTXLW\ DFFRXQWHG LQYHVWPHQW LQ +XVN\ OLG?
WUDQVSRUWDWLRQ RI &HQRYXVIV SURGXFWLRQ DQG WKLUG SDUW\ FRPPRC
WKURXJK DFFHVV WR FDSDFLW\ RQ WKLUG SDUW\ SLSHOLQHYVY DQG VWRUDJ
SURGXFW PL[ GHOLYHU\ SRLQWV WUDQVSRUWDWLRQ FRPPLWPHQWY DQG F)>

( &RQYHQWQRQRGHV D VIVHIYOWDERYZIHOQWH (® ZRW : CBW . D ERE (GRQ &BDZ DMJ
DQG 5DLQERZ /DNH RSHUDWLQJ DUHDV LQ $OEHUWD DQG %ULWLVK &ROXPE
IDFLOLWLHYV &HQRYXV!V 1*/V DQG QDWXUDO JDV SURGXFWLRQ LV PDUNH
FRPPRGLW\ WUDGLQJ YROXPHV WKURXJK DFFHVV WR FDSDFLW\ RQ WKLUC
IDFLOLWLHY ZKLFK SURYLGHV IOH[LELOLW\ IRU PDUNHW DFFHVV WR RSW
FRPPLWPHQWY DQG FXVWRPHU GLYHUVLILFDWLRQ

( 2IIVKRWMHFOXGHV RIIVKRUH RSHUDWLRQV H[SORUDWLRQ DQG GHYHORSPHQ
&DQDGD DV ZHOO DV WKH HTXLW\ DFFRXQWHG LQYHVWPHQW LQ WKH +XV]I
,QGRQHVLD

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



'RZQVWUHDP 6HIJPHQWYV

( &DQDGLDQ ODQX@IFIWGCHWWKH RZQHG DQG RSHUDWHG /OR\GPLQVWHU XSJU
ZKLFK XSJUDGHV KHDY\ RLO DQG ELWXPHQ LQWR VIQWKHWLF FUXGH RLO G
VHHNV WR PD[LPL]H WKH YDOXH SHU EDUUHO IURP LWV KHDY\ RLO DQG ELW
DVVHWY ,Q DGGLWLRQ &HQRYXV RZQV DQG RSHUDWWYHRWKBEQROXSE D® WIVF
&HQRYXV DOVR PDUNHWYV LWV SURGXFWLRQ DQG WKLUG SDUW\ FRPPRGLW\
DQFLOODU\ SURGXFWYV

( 86 ODQXIDEWROKGHV WKH UHILQLQJ RI FUXGH RLO WR SURGXFH JDVROLQH
DW WKH ZKROOY5 RIZQ@H® VIDRDG 6 XSHULRU 5HILQHU\ WKH MRLQWO\ RZQHG :RR

RZQHG ZLWK RSHUDWRU 3KLOOLSV DQG WKH MRLQWO\ BBQHQGRYX¥HGR 5t
DOVR PDUNHWYV VRPH RI LWV RZQ DQG WKLUG SDUW\ YROXPHV RI UHILQHG S
IXHO

( 5SHWDQBOXGHV WKH VDOH RI &HQRYXV V RZQ DQG WKLUG SDUW\ YROXPHV RI
DQG GMWMHKWHRXAWDLO FDUGORFN WUDYHO FHQWHU ORFDWLRQV EXON SHWUR
, HSWHPEHUH GLYHVWHG WKH PDMRULW\ RI RXU UHWDLO IXHOV QHWZRUN

&RUSRUDWH DQG (OLPLQDWLRQV

&RUSRUDWH DQG S(WOUFPDQIDON LRWOXGHY &HQRYXV ZLGH FRVWV IRU JHQHUI
DFWLYLWLHV JDLQV DQG ORVVHV RQ ULVN PDQDJHPHQW IRU FRUSRUDWH L
(OLPLQDWLRQV LQFOXGH DGMXVWPHQWY IRU LOQWHUQDO XVDJH RI QDWXU
VHUYLFHVY SURYLGHG WR WKH 2LO 6DQGV VHIJPHQW E\ WKH &RPSDQ\!V FUX
IHHGVWRFN E\ WKH &DQDGLDQ ODQXIDFWX! WKH VDOH RI FRQGH QWOWLK) H WY
EOHQGHG FUXGH RLO SURGXFWLRQ DW RXU &DQDGLDQ 0DQXDRQREBEWXIUMHWHORSH!
SURGXFWLRQ LQ WKH &DQDGLDQ ODQXIDFWXULQJ VHIPHQW VROG WR WKH !
(OLPLQDWLRQV DUH UHFRUGHG EDVHG RQ FXUUHQW PDUNHW SULFHYV

48$57(5/< 5(68/76 29(59,(:

'"XULQIWKKHG TXDUWHU RI ZH FRQWLQXHG WR GHOLYHU VROLG XSVWUHDP RES
‘H FRQWLQXHG WR RSWLPL]JH RXU SRUWIROLR DV ZH FORVHG WKH SUHYLRXVO\
GLYHVWLWXUH 7KHVH WUDQVDFWLRQV HQDEOH XV WR IRFXV RQ RXU FRUH VWUH
RXU RSHUDWLQJ PRGHO DW 6XQULWYHIRRPFIRLAWVZISWKFBIOOURPDLQBPRG WKH ILUV
GHWH ZHDNHQLQJ VLQFH WKH VHARHBOXDGWHU QFUHPNUFRIRW WKH WKLUG TXDU
R DQG D GHFEHOMMGBY WKH VHFRQG TXDUWHU RILPRYHISUNHYQRFRIPESEDRRWSGUHD G
ZLWK WKH WKLUG TXDZHDHNH RRIFSS D UMIGRAXLJW K KLVWRULF KLIKV LQ WKH VHFRQG TXI

2YHUDOO RXU FRQWLQXHG IRFXV RQ KHDOWK DQG VDIHW\ DV ZHOO DV FRPSHWLYV
GURYH VWURQJ ILQDQFLDO UHVXOW\ELCHQ@BIGLXMH GH ERBWDQIFREW E DQG

UHW XU QHG O WIRRQK D U MKRIRKKBVH EX\EDFNV DQG FRPPRQ VKDUH GKMARBQGYV 2Q 1
GHFODUHG D YDULDEOSHG LFRBAHQEG VKDUH SD\DEOH LQ WKH IRXUWK TXDUWHU LQ

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



1LQH ORQWKYV
(QGHG
6HSWHPEHU

PLOOLRQV H[FHSW ZKHUH LQGLFDWHG 4 4 4 4 4 4 4 4 4

3URGXFWLRQ 9RQXBHV

&UXGH 2L0 7KWRXIKS XBW

SHYHQXHV

2SHUDWLQJ 0DUJLQ

&DVK JURP 2SHUDWLQJ $FWLYLWLHV

$GMXVWHG )XQGV )ORZ

&DSLWDO ,QYHVWPHQW

JUHH )XQGV )ORZ

([FHVV JUHH )XQGV )ORZ 1% 13 18 1%

1HW (DUQLQJV [/RVV
3HU 6KDUH %DVLF
3HU 6KDUH 'LOXWHG

7TRWDO $VVHWYV

7RWDO /RQJ 7THUP /LDELOLWLHV

/IRQJ 7THUP '"HEW ,QFOXGLQJ &XUUHQW 3RUWLRQ
1HW '"HEW

&DVK 5HWXUQV WR 6KDUHKROGHUYV
&RPPRQ 6KDUHV %DVH 'LYLGHQGV
%DVH 'LYLGHQGV 3HU &RPPRQ 6KDUH
3XUFKDVH RI &RPPRQ 6KDUHV 8QGHU 1&,%
3UHIHUUHG 6KDUH 'LYLGHQGV

5HIHU WR WKH 2SHUDWLQJ DQG )LQDQFLDO 5HVXOWV VHFWLRQ RI WKLV 0' $ IRU D VXPPDU\ Rl WRWDO
5HSUHVHQWYV &HQRYXV!IV QHW LQWHUHVW LQ UHILQLQJ RSHUDWLRQV

3ULRU SHULRG UHVXOWYV ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHVEGHF&R QKRIOLRB\DW IRG B DGIRGEIQIO 6 &RQVROLGDWHG )LRWEFLRD V8 KD
IRU IXUWKHU GHWDLOV

1RQ *$$3 ILQDQFLDO PHDVXUH RU FRQWDLQV D QRQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )L
1HZ PHWULF DV RI -XQH XVHG WR GHWHUPLQH UHWXUQV WR VKDUHKROGHUYV

1HW HDUQLQJV ORVV IRU DOO SHULRGVY LQ WKH WDEOH DERYH LV WKH VDPH DV QHW HDUQLQJV ORYV

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



2SHUDWORGEHW PDQDJHPHQW!Y FRQWURO SHUIRUPHG ZHOO LQ WKH WKLUG TXDUWH

( ‘HGHOLYHUHG VDIH DQG UHOLDEOH RSHUDWLRQV DW RXU RSHUDWHG DVVHWYV

( :H DFKLHYHG ILUVW RLO DW RXU 6 SIXFG XMW Q@ RWNAS MK KISP W KESHFDR[E P D W
EDUUHOV SHU GD\ E\ WKH HQG RI WKH TXDUWHU

( 8SVWUHDP SURGXFWLRWXKPXWREESHG GD\ LQ WKH WKLUG TXMKRXWRIBPIDUHG Z
GD\ LQ WKH VHFRQG TXDUWHKBXMRQSWHW&D\ LQ WKH WKLUG TXDUWHU RI 6
JLQDQFLDO 5HVXOWY VHFWLRQ RI WKLV 0' $ IRU D VXPPDU\ RI XSVWUHDP SURG

( 'RZQVWUHDP FUXGH RLO WKURXIRKSKWN ODNEBVYDSIHIEG GD\ LQ WKH WKLUG TXDUWH
WKRXWDQWHOV SHU GD\ FRPSDUHG ZLWK WKH VHFRQGOGVKRDXEDGOGHBIN SHUDGQD\I
FRPSDUHG ZLWK WKH WKLUG TXDUWHU RI

SHYHQXH LQFSYHDMHBW ELOPRR®DUHG ZLWK WKH WKLUG TXDWBMWEHRRW WKBIQG Gt
VHFRQG TXDUWHU RI SULPDULO\ GXH WR FKDQJHV LQ FRPPRGLW\ SULFLQJ 2:
ZDV SHU %2( LQ WKH WKLUG TXDUWHU SHU KQ (\RPS MKHE & IR UWHU R ‘H T
KLJKHU UHILYLQJRXOWGRZQVWUHDP RSHUDWLRQV FRPSDUHG ZLWK WKH WKLUG TXLE

&DVK IURP RSHUDWLQJ DFVELVDQBQVELQPRRYVHBG ZLWK WKH WKLUG TXDUWHU R
TXDUWHU RI VFHVSHIW WQ ¥ GPBWHD QIGO0 FRPGDUHG ZLWK WKH WKLUG TXDUWHU RI
ELOPRRDUHG ZLWK WKH VHRRBMXVWEGWHKQ R FORDWARKLUG TXDWDWHU RI
LQFUHDVHPROD GRPGDUHG ZLWK WKH WKLUBODXBOWXQBRIPQUK® YEFRQG TXDUWHU
GHVSL\V#HHF WHKBY RSHUDW,QQWRBUNKQUG TXDUWH W RQ V L\COHANME G5 RROEAEMIGH V V

FDVKWK® FRQWLQJMWEWDERPHYWFRQG TXDUWHU RI

‘H FRQWLQXHG WR VWUHQJIJWKHQ RXU EDODQFH VKHHW DQG IRFXV RQ RXU WRS WL

( 'XULQJ WKH TXDUWHU ZH FRQWLQXHG WR GHOB& HUDUGICRIRIMED ODQ FRH Q@ RMHW &
EHWZHHQDQG 2XU 1HW 'HEW GHFBPHORRREEUHG ZLWK -XQH

( 2Q $XJIXVW ZH DQQRXQFHG DQ DJUHHPHQW WR SXUFKDVH WKH UHPDLQLQ
#7ROHGR $FTXLVLWLRQS$ IURP %3 JLYLQJ &HQRYXV IXO0 RZQHUVKLS DQG IXUW
FDSDELOLWLHV 2Q 6HSWHPEHU WKHUH ZDV DQ LQFLGHQW DW WKH UHIL:

( 2Q8XJIXVW ZH FORVHG WKH DFTXLVLWLRQ RI WKH UHPDLQLQJ SHUFHQ
IREDVK RIPLICOQHW Rl FORVLQD DOMXYBPH GWWHQW ZLWK D PD[LPXP FXPXODWI
H[SLULQUIAWDUWHUV VXEVHTXHQW WR $XJXVW DQG RXU SHUFHQW SR
SURMHFW RIIVKRUH 1HRDIRXWGODQG DQG /DE

( 2Q6HSWHPEHU ZH FORVHG WKH VDOHV RI JDV VWDWLRQV ZLWKLQ RX

PLOOLRQ

‘H GHPRQVWUDWHG RXU FRPPLWPHQW WR UHWXUQLQJ FDVK WR VKDUHKROGHUYV

( &HQRYXV SXUFKDVHG DQG FDQFHOOHG P IPQOWRIGRX FIR RXRIQLEKB UK WRH WKLU!
PLOGRRPE®RQ VKDUHBLORQ RVXH ILUVW QLQH PRQWKV RI 2XU H[LVWLQJ 1&,%

( 2Q 1RYHPEHU WKH %RDUG DSSURYHG ILOLQJ DQ DSSOLFDWLRQ ZLWK W
SHUFHQW RI WKH &RPSDQ\!V SXEOLF IORDW RU DSSUR[LPIRWMHGOYH PRLROMWRQ R
RQFH DSSURYHG E\ WKH 76;

( 2Q 1RYHPEHU WKH %RDUG GHFODUHG D IRXHWKFRRPB® HUK EDN HS BGDHE
'"HFHPEHU WR FRPPRQ VKDUHKROGHUV RI UHFRUG DV DW '"HFHPEHU

( 2Q 1RYHPEHU WKH %RDUG GHFODUHG D IRX$SWK FRPBRG@ W RKDWH DO B E®
'HFHPEHU WR FRPPRQ VKDUHKROGHUV RI UHFRUG DV DW 1RYHPEHU

( 2Q 1RYHPEHU WKH %RDUG GHFODUHG IRXUWK TXDPWGIOEBIIYEGH QR&V IR

-DQXDU\ WR SUHIHUUHG VKDUHKROGHUV RI UHFRUG DV DW '"HFHPEHU

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV
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7KUHH ORQW&KHSUQIEREHULLQH ORQW 6V $ QVGIPG H U
SHUFHQW 3HUFHQW
&KDQJH &KDQJH
8SVWUHDP 3URGXFWLRQ 9ROXPHY E\ 6HIPHQW
2LO 6DQGYV
&RQYHQWLRQDO
21IVKRUH
7RWDO 3URGXFWLRQ 9ROXPHYV

8SVWUHDP 3URGXFWLRQ 9ROXPHV E\ BURGXFW
LWXRPHROV G

+HDY\ &UXWGEH: 210G

/I[LIKW &UXGHO2LOG

1*/VOEEOV G

&RQYHQWLRQDOOIMDVEXUDO *DV

7TRWDO 3URGXFWERQ @GROXPHV

7TRWDO 8SVWUHDP 6DOHVCIROXPHV

IHWEDFN %2 (

5HIHU WR WKH 2LO 6DQGYV &RQYHQWLRQDO RU 21IVKRUH 2SHUDWLQJ 5HVXOWVY VHFWLRQ RI WKLV 0' $
7TRWDO XSVWUHDP VDOHV YROXPHV H[FOXGH QDWXUDO JDV YROXPHVO0X¥HGHRUGDQ WFGGFHO FRQVXPSYV
GD\ IRU WKH WKUHH PRQWKY DQG QLQH PRQWKYV HQBHSH&UHS WHBDEBWHU GD\ URIY SMHKEHNW IWKHUOA\H DQG QLC
HQGHG 6HSWHPEHU UHVSHFWLYHO\

8SVWUHDP UHYHQXH DV IRXQG LQ 1RWH RI WKH LQW HELGD B Q VRICOIRIRICKIE WIKQUMHGIF DRG M. QW HPARHQWK
6HSWHPEHU UHVSHFWLYHO\ WKUHH DQG QL GEH. GTBIBAX K L0 @&/ H6F\S WHPE\H U
&RQWDLQV D QRQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI \
,Q WKH WKLUG TXDUWHU RI WKREEKDQYGRQVLYHRU HODAHBRPSDUHG ZLWK WKH VHI
SULPDULO\ GXH WR

( 7XUQDURXQG DFWLYLWQ WK R KB IEWRWQ IGOQDXMMINHHU R

( 7KH 6XQULVH $FTXLVLWLRGERQIXDEBWRYKRXWBQG EDUUHOV SHU GD\ LQ WKH T

( J)LUVW RLO DW WKH 6SUXFW 3DR &8 XIRVUIVRIQ VWISIBE RPOCXSOWERR X V D Q$H B DAL\HB\V
WKH HQG RI WKH TXDUWHU

7KH LQFUHDVH ZDV SDUWLDOO\ RIIVHW E\

( 30DQQHG PDLQWH@DDEE HIBQ R XMD J H LIDWW) IR WHWL LBGJ AMNUWHU R
( 30DQRIH®WHQDQFH LQ WK H Q@ WKKR WK IMHI FIKQWWHU R
( 7KHWUDQVIHU RI D SHUFHQW ZRUNLQJ LQWHUHVW LQ WKH :HVW :KLWH 5RVH

,Q WKH WKLUG TXDUWHU RI WURGEBWGR QVGSHFUHIDAHRRPSDUHG ZLWK WKH VDP
GHFUBDVHSULPDULO\ GXH WR MXKMN HLL \DS/RAHW RRQVRIQH\KIP EOH\ DVVHW RQ )HEUXDU
DQG WKH UHVWUXFWXULQJ RI RXU ZRUNLQJ LOQWHYEVR ERQWHH E X W B J5 R\RHW K H OG
SODQQHG PDLQWHQDQRROFWL\WDBEQBOR UB WHKHH GWMFUHDVHY ZHUH RIIVHW E\ V
$FTXLVLWLRQ DQG ILUVW RLO DW WKH 6SUXFH AENGXERUREG DWW HBRR VO $ GEW N Q
/IDNEDV FRQVLVWHQW LQ WKH WKLUG TXDUWHU RI FRPSDUHG ZLWK GXH WF
KDOI RI WERSI®BQQHG URXWLQH PDLQWHQDQFH DQG RSHUDWLRQDO RXWDJHV DW

<HODWR GDWH SURGXFWLRQ ZDV UHODW LGHD WRRW X HVWIHRHWI B RW B D V HBBV ZG& MVKE X V'V
ZLWK WKH LPPESIOFRQOQHRYMIXE PG RSHUDWLRQDO RXWDJHY DW )RVWHU &UHHN LQ WI

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



7KUHH ORQW&KHWSVQBREHULLQH ORQWIGWH SQGEIIRE H U

SHUFHQW 3HUFHQW
&KDQJH &KDQJH
"'RZQVWUHDP ODQXIDFWXULQJ &UXGH 2LO
7TKURXJKSEWV G
&DQDGLDQ ODQXIDFWXULQJ
86 ODQXIDFWXULQJ
7RWDO 7KURXJKSXW
SHWDPQOOLRQV RI OLWUHV G
YXHO 6DOHV ,QFOXGLQJ :KROHVDOH
2Q6HSWHPEHU ZH FORVHG WKH VDOHV RI JDV H UHWD LR IRXKKL Q OR KXUH O M VEXIVQ. Q XN © V ZKH WK
DSSUR[LPDWHO\ FDUGORFN EXON SODQW DQG WUDYHO FHQWUH ORFDWLRQV

,Q WKH &DQDGLDQ ODQXIDFWXULQJ VHJRHKRXEDNEHRONI KSFHUW GIDQ FIUH DWMHHG WKLUG T
FRPSDUHG ZLWK WKH ROICRPERIGBWERIQOQRIHG WXUQDURXQGV DW WKH /OR\GPL
/OR\GPLQVWHU 5HILQHU\ LQ WKH VHFRQG TXDUWHU

&DQDGLDQ ODQXIDFWGEMHEQHDWIHKHERWDKR SXIVWKH WKUHH PRQWKY HQGHG 6HSWHPEHL
GKH WRHPSRUDU\ XQ¥DIHYQBW RXH /OR\GPLQVWHU 8SJUDGHU DQG /OR\GPLQVWHU
<HDU WR GDWH WKURXMWKERWDBBELAUVIHI GD\ FREPSDR BEHEHQ PHPDBURXQGCV LQ WKH
VHFRQG TXDUWHU DQG XQSODQQHG RXWDJHV LQ WKH WKLUG TXDUWHU RI

,Q WKH 8 6 0DQXIDFWXULQJ VHJPHQWK RXEIDENH IOYX SH UQEDHDY HABKH WKLUG TXDUW
ZLWK WKH VHFRQG TXDUWHU 7KH LQFWISDWAXDDWD SRXE 0V LDW GWKH VOR G RSGIQ D@ H
%RUJHU UHILQHULHV FRPSOHWHG LQ WKH VHFRQG TXDUWHU DQG D SODQQHG W)
WKH VHFRQG TXDUWHU DQG FRPSOHWHG LQ HDUO\ $XJXVW 7KH LQFUHDVH ZDV S
5LYHU 5HILQHU\ WK B\W SFMRPBEHIFAGBY LR P S O H WHIEG LWKHF WREIHGHQW DW WKH 7ROH
6HSWHPEHU

86 ODQXIDFWXULQJ WKURXJKSXW ZDV UHODWLYHO\ FRQVLVWHQW LQ WKH WKLUC
DQG %RUJHU UHILQHULHV WKURKRKEBRQGCHORMBBYHEEW ZGWK WR VWURQJ RSHUDW
SHUIRUPDQFH LQ@KMKHQFXBIDWH WDV SOOI Q@O RWIXBIGDERXQG DW WKRIOHRRRG 5L Y H
SHILQHU\ WKURXJKSXWKRKXEDQIBHOY SHU GD\ FRPSDUISG MR QX U Q DERKX WGR PRRISO H'
LQ HDUO\ BRPEVOHG ZLWK WKH LQFLGHQW LQ 6HSWHPEHU $W WHKWKRX\DDOKBILQH
EDUUHOV SHU GD\ LQ Q®FHUWNRNVBGFRRBDWHE ZLWK DV SURGXFWLRQ VORZHG DW
SUHSDUHG IRU D FSROGGPHWCWRNKIDKIKSXW ZDV UHORMIADWIOG EZRQYWKLVWHIW IDY R X
PDUNHW FRQGLWLRQV RBI0DIQ\W HEK W XDRGIRERNQBRY RSHUDWHG IDFLOLWLHV DW WK}
7ROHGRLQMULHV

2SHUDWLQJ 0DUJLQ

2SHUDWLQJ O0DUJLQ LV D VSHFLILHG ILQDQFLDO PHDVXUH DQG LV XVHG WR SU
SHUIRUPDQFH RI RXU DVVHWYV IRU FRPSDUDELOLW\ RI RXU XQGHUO\LQJ ILQDQFLD

7KUHH ORQWKH/SYQHRHEHU 1LQH ORQW KW SQGIRG H U
PLOOLRQV

*URVV 6DOHV
/HVV 5R\DOWLHYV
SHYHQXHV
(ISHQVHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ ([SHQVHV
5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW $FWLYLWLHV
2SHUDWLQJ 0DUJLQ
3ULRU SHULRG UHVXOWY ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F

DQG WR PRUH DSSURSULDWHO\ HHVEBHF&R QKRIOLRB\DW RG B DGIDGEIQNO 6 & RQVROLGDWHG )LRWEBFLRD V6D
IRU IXUWKHU GHWDLOV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2SHUDWLQJ ODUJLQ E\ 6HIPHQW

7KUHH ORQWKY (QGHG 6HSWHPEHU
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Oil Sands Conventional Offshore Canadian U.S. Manufacturing Retail
Manufacturing
HQ32022 mQ32021
2SHUDWLQUQUIIJHIEMWEH WKUHH PRQWKY HQGHG 6HSWHPEHU FRPSDUHG ZLW
GXH WR

( +LJKHU DYHUDJH UHDOL]HG FUXGH RLOHY¥U VWKQGEKHIREKOQ K PDW N CQUH ¥ LILFHV

( ,QFUHDVHG UHILQLQJ PDUJLEXVURRVR XUHGRZGN\GRIBHDRPW FBSWLANL YO 0N RGIW HW
WKH LQFUHDVHG FRVW RI IHHGVWRFN SURFHVVHG LQ WKH TXDUWHU IURP LQ
VHIPHQW

( 5HDOL]JHG ULVN PDQRIJWKHQWKOBGVIHMOUWHU RI FRRBDWRINGY AVWIK) JD L QBW LBD
UHODWHG :7, FUXGH RLO VDOHV SUKRW KM DAWRYOWIHF HMHWMHD VWY SHWGHG HDUO

7KHVH LQFUHDVHV LQ 2SHUDWLQJ ODUJLQ ZHUH SDUWLDOO\ RIIVHW E\

( ,QFUHDVHGDWRE O MWERFWKXWMYVXOWLQJ IURP VLIQLILFDQWO\ KLIKHU FRPPRGLW\
( 30DQQHG DQG XQSODQQHG RXWDJHVZKQFKXIUP 6B E®QWW WDICPH R SHRUDAPIHR/QYQ G RS
( /RZHU VDOHV YROXPHY IURP RXU XSVWUHDP EXVLQHVYV

( . QFUHDVHGFRI/AWY/GER®H WR KLJKHU FRQGHQVDWH SULFHV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



1LQH ORQWKV H@EHG 6HSW
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2SHUDWL QU QFUHIDAWHEKH QLQH PRQWKY HQGHG 6HSWHPEHU FRPSDUHG ZLW
GXH WR

( +LJKHU DYHUDJH UHDOL]HG FUXGH RLOHY¥UWKIGEKGDRPHIIDF-XBDYN BOHNLULFHYV
( ,QFUHDVHG UHILQORB® RRD UWRRYV WUHHNXD WKQUAHRYDUNHW FUDFN VSUHDGYV

7KHVH LQFUHDVHYV LQ 2SHUDWLQJ ODUJLQ ZHUH SDUWLDOO\ RIIVHW E\

( ,QFUHDVHG UR\DOWERW R QG VXIOW EQXWMIR AW ERPPIREDYWOULFLQJ

( 30DQQHG WXUQDURXQGV LQ RXQ GKAHQVWERIQ@E® RSHUWW WU R]V ZKLFK LPSDFV
RSHUDWLQJ H[SHQVHYV

( +LJKHU UHDOL]HG ULVNRB®DW RBHPH\YW OHPHVHY R1 EHQFKPDUN SULFHV UHODWLY
SULFHV LQ ,Q WKH VHFRQG TXDUWHU RI DOO :7, ULVN PDQDJHPHQW F
PDQDJHPHQW DFWLYLWLHV ZHUH FORVHG

( ,QFUHDVHGFRVMQ/GGE R BF RARG KIQ\KIHWH SULFHV

&DVK )URP 8VHG LQ 2SHUDWLQJ $FWLYLWLHY DQG $GMXVWHG )XQGV )ORZ

$GMXVWHG )XQGV )ORZ LV D QRQ *$$3 ILQDQFLDO PHDVXUH FRPPRQO\ XVHG LQ
FRPSDQ\!V DELOLW\ WR ILQDQFH LWV FDSLWDO SURJUDPV DQG PHHW LWV ILQDQFI

7KUHH ORQW&KHS{QAHEHU 1LQH OR QQVMGGNESWHPEHU
PLOOLRQYV

&DVK JURP 8VHG LQ 2SHUDWLQJ $FWLYLWLHYV
$GG 'HGXFW
6HWWOHPHQW RI '"HFRPPLVVLRQLQJ /LDELOLWLHYV
1HW &KDQJH LQ 1RQ &DVK :RUNLQJ &DSLWDO
$GMXVWHG )XQGV )ORZ

&DVK JURP 2SHUDWLQJ $FWLYLWLHYVY DQG $GMXVWHG )XQGV )ORZ ZHUH KLJKHU
FRPSDUHG ZLWK GXH WR LQFUHDVHG 2SHWKHWILQBUHDYH @ DB VS KU WHEBNOVOH GR DI &
TXDUWHUWDONEFIHOQW GDMRHWKLUG TXDUWHU RI

7KH FKDQJH LQ QRQ FDVK ZRUNLQJ FD3DhW DOWHNDIOH ] W& LIFEF R XMWV HOHRHLW R B O H
EDODQFHV IURP -ZKQHMQ FRPPRGLW\ SULFHV ZHUH KLJKHU DQG ORZHU DFFRXQWYV S|

&DVK JURP 2SHUDWLQJ $FWLYLWLHV DQG $GMXVWHG )XQGV )ORZ ZHUH KLJKHU LQ
ZLWK GOQF WHDVHG 2 S H UDW GQ Y FOOUWER® ELERNBIRZ MK L QW H J DIORV ILREG URRDAVY Z D V
SDUWLD O G\LRBKIN G \§ DENGKAMKHHY T XFOQUWLHIWGI\QMY SD\PHQWY LQ WKH ILUVW QLQH PRQW

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



7KH FKDQJH LQ QRQ FDV® WKUNILQNWDGLYBD ®PRQWKYV RI KLJKHLNV FRPCBW IFHH/O\ VP
UHVXOWHO®HRVHG DFFRXQWVRIHRHVHIWEEHQP RBHL Y DIRG@B\MDEWHP EH U FRPSDI
ZLWK '"HFHPEHU

1HW (DUQLQJV /RVV

7KUHH ORQWKV 1LQH ORQWKYV
PLOOLRQV (QGHG (QGHG

1HW (DUQLQJV /RVV IRU WKH 3HULRGY (QGHG 6HSWHPEHU
,QFUHDVH 'HFUHDVH GXH WR
2SHUDWLQJ 0DUJLQ
&RUSRUDWH DQG (OLPLQDWLRQYV
*HQHUDO DQG $GPLQLVWUDWLYH
JLQDQFH &RVWYV
,QWHJUDWLRQ &RVWYV
8QUHDOL]HG )RUHLJQ ([FKDQJH *DLQ /RVV
5HYDOXDWLRQ *DLQV
5H PHDVXUHPHQW RI &RQWLQJHQW 3D\PHQWYV
*DLQ /RVV RQ 'LYHVWLWXUH RI $VVHWYV
2WKHU ,QFRPH /RVV QHW
2WKHU
8QUHDOL]JHG 5LVN ODQDJHPHQW *DLQ /RVV
'HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
([SORUDWLRQ ([SHQVH
QFRPH 7D[ 5HFRYHU\ ([SHQVH
1HW (DUQLQJV /RVV IRU WKH 3HULRGYV (QGHG 6HSWHPEHU

,QFOXGHV &RUSRUDWH DQG (OLPLQDWLRQV UHYHQXHV SXUFKDVHG SURGXFW WUDQVSRUWDWLRQ DQ
RI LQFRPH ORVV IURP HTXLW\ DFFRXQWHG DIILOLDWHY LQWHUHVW LQFRPH DQG UHDOL]JHG IRUHLJQ

$00 :7, SRVLWLRQV UHODWHG WR FUXGH RLO VDOHV SULFH ULVN PDQDJHPHQW ZHUH FORVHG E\ -XQH
IHW HDUQLQJV LQ WKH WKLUG TXDUWHU RI LPSURYHG FRPSDUHG ZLWK G Xl

( ,QFUHDVHG 2SHUDWLQJ 0DUJLQ DV GLVFXVVHG DERYH

( 5HDXDWLRQ JDRQVORR QY MK MV B UXVWHLWLRQ

( $ JDLQ RQ UH PHDVXUHPHQW RI FRQWQIQRE QW ISODRMHHBNVWRR WKH 6XQULVH $FTX
ZLWK D ORWL®OQRQ UHODWHG WR WKH DFT XMWY LR RHR) &S K I3 D U S/HUHRH/EW S

( /RZHU ' $DLQO\ GXH WR DVVHW ZULWH GRZQV LQ WKH 2LO 6DQGYV VHIJPHQW LQ

( )LODQFH FRVRUWO @RPGDUHG ZRMWOKDODRQ ,Q WKH WKLUG TXDUWHU RI ILQDQF
PLOOQHRW GLVFRXQW RQ WKH UHGHPSWLRQ RI ORQJ WHUP GHEW FRPSDUHG ZL\
RI

1HW HDUQLQJV LQ WKH ILUVW QLQH PRQWKYV RI LPSURYHG FRPSDUHG ZLWK

,QF UHDSHWGEDWLWILQ DV GLVFXVVHG DERYH
5HYDOXDWLRQ BDOQHRRWBHKCGH 6 XQULVH $FTXLVLWLRQ LQ WKH WKLUG TXDUWHU
$ ORVV RQ UH PHDVXUHPHQW RI WK A LIORERPE@IHDBN ZE DO YV R I

8QUHDOL]HG ULVN P D Q DRIHPORRMSIDUIYY RLW K FOLFOMBRQR |

+LJKHU RWKHU LQFRPH SULPDULOH GBW MG W R WKXKH ® K B HSULRRFMH HIEIV. Q H U\
,QWHJUDWLRQPERORREBDUHG PL\WK DR Q

JLQDQFH FRVAL\O ERPGDUHG ZRMOXRORQ ,Q WKH ILUVW QLQH PRQWKV RI ILC
D PLOMMM GLVFRXQW RQ WKH UHGHPSWLRQ RI ORQJ WHUP GHEW FRPSDUH(
®ZHU DYHUDJH ORQJ WBRUP GOHEWR FRQDVQUAHEXWHG WR WKH GHFUHDVH

( 1HW JDLQV RQ WKH GLYHVWL®/EIQRIQR! DMOBWW®RIWR WKH 7XFNHU DQG :HPEOH)\
GLYHVWLWXSH REEIVWUHVW LQ WKH :KLWH 5RVH BICHOAL DQ G\ VRO WHHAVO EWH 8 RV G
DVVHWV GLYHVWLWXUH

7KH LQFUHDVH LQ QHW HDUQLQJV IRU WKH WKUHH PRQWKY DQG QLKQAHKRRIQWKYV H
LQFRPH WD[DH}SH®MH XQUHDOL]HG IR UBN MK H[ROMPLGL DR \VGRI/ODU DW 6HSWHPEH
UHODWLYH WR WKH 8 6 GROODU

AN AN AN AN AN S

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



1IHW "HEW

$V DW PLOOLRQV 6HSWHPEHU '"HFHPEHU
6KRUW 7HUP %RUURZLQJV

&XUUHQW 3RUWLRQ RI /RQJ 7THUP '"HEW

/RQJ 7THUP '"HEW

7TRWDO 'HEW

/IHVV &DVK DQG &DVK (TXLYDOHQWYV

1HW 'HEW
/IRQJ WHUP GHEW GHEUEGDQRGQLEW 'HEW GHFBPHOWIRBQENFHPEHU 'XULQJ WKH
TXDUWHU ORQJ WHUP GHEWO®KWRBQPHEWHCGIEW GHFEHLDWVHE QEKH WKUHH PRQWKV F
6HSWHPEHU Z86 SXBERGDYR@LQFLSDO RI QRWHYV GXH EHWZHHQ DQG

ZH SXUFKDVHG W&KH URPOOPRBPILQFLSDO RI RXWVWDQGLQJ QRWHYV GXH LQ
PLOAQIKRQULQFLSDO RI WKH RXWVWDQGLQJ SHUFHQW QRWHYV GXH LQ 7KH G

&DQDGLDQ GROODU ZHDNHQHG UHODWLYH WR WKH 8 6 GROODU RQ 6HSWHPEHU
&DSLWDO ,QYHVWPHQW

7KUHH ORQW&KHSUDIERHEEHU 1LQH ORQW KW SQGIRG H U
PLOOLRQV
8SVWUHDP
2LO 6DQGYV
&RQYHQWLRQDO
21IVKRUH

'RZQVWUHDP
&DQDGLDQ ODQXIDFWXULQJ
86 ODQXIDFWXULQJ
5HWDLO

&RUSRUDWH DQG (OLPLQDWLRQV
&DSLWDO ,QYHVWPHQW

,QFOXGHV H[SHQG HWXWRIYDRQLR® OPQG HYDOXDWLRQ #( ($ DVVHWV DQG FDSLWDOL]JHG LQWHUHVW

2LO 6DQGYV FDSLWDO LQYHVWPHQW L\Q SWKRDUUYWIRERWHBRR® K\ X\RWVDLQEZQ®J DFWL
JRVWHU &UHHN WKH /OR\GPLQVWHU WKHUPDO DVVHWV DQG 6XQULVH DQG WKH
ZLQWHU SURJUDP

&RQYHQWLRQDO OWSLY DWXKHQAYHVWRH QH PRQWKV RI IRFXVHG RQ VXVWDLQLQJ

2IIVKRUH FDSLWDO LQYHVWPHIQW LZSW KMDIW UWWIURMDWHRFY BQIWKAHR OLIH H[WHQVLRC
DQG FDSLWDO IRU WKH :HVW :KLWH 5RWQID\ RYD®Y WRB KW O CEODWMFQUMYLRQ QF
UHVWDUW RI WKH :HVW :KLWH 5RVH SURMHFW RIIVKRUH 1HZIRXQGODQG DQG /DEU

86 ODQXIDFWXULQJHBWSLYWDWKHOMHWWWPQLQH PRQWKV RI IRFXVHG SULPDULO

UHILQLQJ UHOLDELOLW\ LQLWLDWLYHV DW WKH :RRG 5LYHU %RUJHU DQG 7ROHGF
S5HILQHU\

&DSLWDO LQYHVWPHQW LQ WKH WKLUG TXDUWHU RI ZDV LPSDFWHG E\ ULVLQJ

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



IHW 6WUDWLJUDSKLF 7HVW :HOOV
DQG 2EVHUYDWLRQ :HOAQWW 3URGXFWLRQ :HOOV

1LQH ORQWKYV (QGHG 6HSWHPEHU

YJRVWHU &UHHN
&KULVWLQD /DNH

6XQULVH

JOR\GPLQVWHU 7KHUPDO

7XFNHU

JOR\GPLQVWHU &RQYHQWLRQDO +HDY\ 2LO
2WKHU

6$* ZHOO SDLUV LQ WKH 2LO 6DQGYV VHIPHQW DUH FRXQWHG DV D VLQJOH SURGXFLQJ ZHOO
,QFOXGHV 1DUURZV /DNH
,QFOXGHV QHZ UHVRXUFH SOD\V

6WUDWLJUDSKLF WHVW ZHOOV ZHUH GULOOHG WR KHOS LGHQWLI\ ZHOO SDG O
HYDOXDWLRQ RI RWKHU DVVHWYV 2EVHUYDWLRQ ZHOOV ZHUH GULOOHG WR JDWKH

1LQH ORQW 6 SQUGIIPE H U 1LQH ORQWKWY@WERBHU
QHW ZHOOV '"ULOOHK®PSOHWHGLHG LQ 'ULOOKEB®PSOHWHGLHG LQ

&RQYHQWLRQDO
,Q WKH 2IIVKRUH VHIJPHQW ZH GULQHW IDIEH G6RPISOHORHSP NEWHDHOOV DW WKH 0

,QGRQHVLD LQ WKH ILUVW QLQR PRQWKWVGRLIOOHG FRPOHGKMWHYG RULWIVMGIDY SURC
WKH 0%+ ILHOG LQ 2FWREHU DQG H[SHFW ILUVW JDV SURGXFWLRQ IURP WKH 0'$ Il

2XU JXLGD(XSGIDRE GXO\ LV DYDLODEOH RQ RXU ZHEVLWH DW FHQRYXV FR
7KH IROORZLQJ WDEOH VKRZV JXLGDQFH IRU

&DSLWDO ,QYHVWPUBRAXFWLRQ 7TKURXJKSXW
PLOOLRQV 0%2( G OEEOV G

8SVWUHDP
2LO 6DQGV
&RQYHQWLRQDO
21IVKRUH

'RZQVWUHDP

&RUSRUDWH DQG (OLPLQDWLRQV
&DSLWDO ,QYHVWPHQW PQPOXRE )W RIBWAH WEKGIOORSHULRU 5HILQHU\ UHEXLOG SURMHFW

*LYHQ WKH LQFLGHQW DW WKH 7ROHGR 5HILQHUN 8 6 ODQXIDFWXULQJ WKURXJ
PRGHVWO\ RXWVLGH WKH JXLGDQFH UDQJHYV

JRU WKH UHPDLQGHU RI ZH SODQ WR IRFXV RXU &DSLWDO ,QYHVWPHQW RQ

( 6XVWDSQRGXFWLRQ LQ WKH 2LO 6DQGV VHIJPHQW

( 6XVWDLQLQJ GULOOLQJ SURJUDPV LQ WKH &RQYHQWLRQDO VHIJPHQW

( 7KH 6XSHULRU 5HILQHU\ UHEXLOG SURMHFW

( 7KH 7HUUD 1RYD $/( SURMHFW DQG WKH :HVW :KLWH 5RVH SURMHFW LQ WKH 211
( 5HILQLQJ RSHUDWLRQV DQG UHOLDELOLW\ LQ RXU GRZQVWUHDP VHIJPHQWYV

JXUWKHU LQIRUPDWLRQ RQ WKH FKDQJHV LQ RXU ILQDQFLDO DQG RSHUDWLQJ UH
WKLV 0'$ ,QIRUPDWLRQ RQ RXU ULVN PDQDJHPHQW DFWLYLWLHV FDQ EH IRXQG
WKLV 0' $ DQG LQ WKH QRWHV WR WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WD

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



&2002',7< 35,&(6 81'(5/<,1* 285 ),1$1&,$/ 5(68/76

.H\ SHUIRUPDQFH GULYHUV IRU RXU ILQDQFLDO UHVXOWY LQFOXGH FRPPRGLW\
FUDFN VSUHDGYVY DV ZHOO DV WKH 8 6 &DQDGLDQ GROODU DQG &KLQHVH <XDQ
WDEOH VKRZVY VHOHFWHG PDUNHW EHQFKPDUN SULFHVY DQG DYHUDJH H[FKDQJH U]

1LQH ORQW 6V SQUGIIRGE H U

SHUFHQW
$YHUDJH 86 EEO XQOHVV RWKHUZLVH L QGXKID@IHG 4 4 4

'DWHG %UHQW
17,

'LITHUHQWLDO 'DWHG %UHQW :7,
:&6 DW +DUGLVW\

'"LITHUHQWLDO :7, :&6

:&6 & EEO
:&6 DW 1HGHUODQG

'"LITHUHQWLDO :7, :&6 DW 1HGHUODQG
&RQGHQVDWH & # (GPRQWRQ

'LITHUHQWLDO :7, &RQGHQVDWH 3UHPLXP 'LVFRXQW
'LITHUHQWLDO :&6 &RQGHQVDWH 3UHPLXP 'LVFRXQW
$YHURIJHEEO
6\QWKHWLF # (GPRQWRQ

"LITHUHQWLDO :7, 6\QWKHWLF 3UHPLXP 'LVFRXQW
5HILQHG 3URGXFW 3ULFHV

&KLFDJR 5HJXODU 8QOHDGHG *DVROLQH #58/$%
&KLFDJR 80WUD ORZ 6XOSKXU 'LHVHO #8/6'$
5HILQLQJ %HQFKPDUNYV

&KLFDJR &UDFN 6SUHDG

*URXS &UDFN 6SUHDG

5HQHZDEOH ,GHQWLILFDWLRQ 1XPEHUV #5,1V$
1DWXUDO *DV 3ULFHV

$(&2& OFI

1<0(;86 OFI
JRUHLJQ ([FKDQJH 5DWH

86 SHU & $YHUDJH

86 SHU & (QG RI 3HULRG

50% SHU & $YHUDJH

7KHVH EHQFKPDUN SULFHVY DUH QRW RXU UHDOL]HG VDOHV SULFHVY DQG UHSUHVHQW DSSUR[LPDWH YI

UHVXOWVY UHIHU WR WKH 1HWEDFN WDEOHV LQ WKH 5HSRUWDEOH 6HJPHQWY VHFWLRQ RI WKLV 0' $
7KH DYHUDJH FUDFN VSUHDG LV DQ LQGLFDWRU RI WKH UHILQLQJ PDUJLQ DQG LV YDOXHG RQ D O

&UXGH 2LO DQG &RQGHQVDWH %HQEFEKPDUNV

,Q WKH WKLUG TXDUWHU RI JOREDO FUXGH RLO SULRHY WHPIA\QB GGV & HRDQC
EDODQHFRHAMMHYHU ZHDN HFRQRPLF VHQWLPHQW DQG VORZ GHKKRERYZ® JDRBRGE WK HQV&KILH
RQ FUXGH RLO SULFHV *OREDO FUXGH RLO VXSSO\ ZDV VWURQJ GXH WR KLJK 6
XQSUHFHGHQWHG UHOHDVHYVY RI 8 6 *RYHUQPHQW 6WUDWHJILF SBHWUROHXP 5HVHU
FRQVLVWHQW GXH WR ODUJH SXUFKDVHV IURP ,QGLD DQG &KLQD HURGLQJ VRPH

7, LV DQ LPSRUWDQW EHQFKPDUN IRU &DQDGLDQ FUXGH RLO VLQFH LW UHIOHFW
GROODU HTXLYDOHQW LV WKH EDVLV IRU GHWHUPLQLQJ UR\DOW\ UDWHV IRU D QX

7KH SULFH UHFHLYHG IRU RXU $WODQWLF FUXGH RLO DQG $VLD 3DFLILF 1*/V LV
GLITHUHQWLDO ZLGHQHG FRPSDUHG ZLWK DQG WKH VHFRQG TXDUWHU RI G
D UHVXOW RI 5XVVLD!V LQYDVLRQ RI 8NUDLQH

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



&6 LV D EOHQGHG KHDY\ RLO ZKLFK FRQVLVWY RI ERWK FRQYHQWLRQDO KHDY\
+DUGLVW\ GLIITHUHQWLDO WR :7, LV D IXQFWLRQ RI WKH TXDOLW\ GLIITHUHQWLDO
WKUHH PRQWKY HQGHG 6HSWHPEHHU&GLITHUWRW LIDAH®BAWQH B UFCRLR/S\DDLUHG WR DQ
VHFRQG TXDUWHU RI ZLIGHBDOMWYVE XGH IWHRIHDQWLDO DW WKH 8 6 *XOIl &RDVW RX
SURGXFWLRQ DFWLYLW\ LQ :HVWHUQ &DQDGD IROORZLQJ SODQQHG WXUQDURXQG

:&6 DW 1HGHUODQG LV D KHDY\ RLO EHQFKPDUN DW WKH 8 6 *XOIl &RDVW #86*&$
86*& 7KH :7, :&6 DW 1HGHUODQG GLIIHUHQWLDO ZLGHQHG FRPSDUHG ZLWK DG
WR UHGXFHG GHPDQG GXH WR SODQQHG DQG XQSODQQHG UHILQHU\ PDLQWHQD
PHGLXP DQG KHDY\ RLO EDUUHOV LQWR WKH PDUNHW IURP 23(& DQG IURP WKH U}l

'H XSJUDGH KHDY\ FUXGH RLO DQG ELWXPHQ LQWR D VZHHW VIQWKHWLF FUXC
/OR\GPLQVWHU 8SJUDGHU 7KH SULFH UHDOL]HG IRU +6% LV SULPDULO\ GULYHQ
VZHHW VIQWKHWLF FUXGH RLO IURP :HVWHUQ &DQDGD ZKLFK LQIOXHQFHV WKH :7

6\QWKHWLF FUXGH DW (GPRQWRQ VWUHQJIJWKHQHG VLIJQLILFDQWO\ LQ WKH WKLUG
D UHVXOW RI ZLGHVSUHDG XSJUDGHU PDLQWHQDQFH D Q&QVWSHRAPE X P |2 10GHQ HEGH P [

FRPSDUHG ZLWK WKH VHFRQQWKHBW MERDMVMREQ XH DWR VEH VXSSRUWHG E\ VWURQJ
SURGXFWYV

Crude Oil Benchmark Prices
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Dated Brent —a—WTI WOCS at Hardisty —&—WCS at Nederland

%OHQGLQJ FRQGHQVDWH ZLWK ELWXPHQ HQDEOHV RXU SURGXFWLRQ WR EH WUD
DV GLOXHQW YROXPHV DV D SHUFHQWDJH Rl WRWD OS HO RQGW GVRR/GXSFHENE HODAQ J H
&RQGHQVDWH GLIIHUHQWLDO LV DQ LPSRUWDQW EHQFKPDUN DV D ZLGHU GLIIHU
FRQGHQVDWH FRVWV ZKHQ VHOOLQJ D EDUUHO RI EOHQGHG FUXGH RLO :KHQ W
GHPDQG (GPRQWRQ FRQGHQVDWH SULFHV PD\ EH GULYHQ E\ 86*& FRQGHQVDWH

(GPRQWRQ 2XU EOHQGLQJ FRVWV DUH DOVR LPSDFWHG E\ WKH WLPLQJ RI SXUFK
DYDLODEOH IRU XVH LQ EOHQGLQJ DV ZHOO DV WLPLQJ Rl VDOHV Rl EOHQGHG SU|

$YHUDJH (GPRQWRQ FRQGHQVDWH EHQFKPDUN SULFHV ZLGHQHG UHODWLYH WR
JOREDOO\ KDYH EHHQ SUHVVXUHG GXH WR KLJKHU VXSSO\ IURP VWURQJ UHILQHU\
S5HILQLQJ %HQFKPDUNYV

58/ DQG 8/6' EHQFKPDUN SULFHVY DUH UHSUHVHQWDWLYH RI LQODQG UHILQHG SU
PDUNHW FUDFN VSUHDG 7KH PDUNHW FUDFN VSUHDG LV DQ LQGLFDWRU RI W
Rl FUXGH RLO LQWR WZR EDUUHOV RI UHJXODU XQOHDGHG JDVROLQH DQG RQH E
EDVHG FUXGH RLO IHHGVWRFN SULFHVY DQG YDOXHG RQ D ODVW LQ ILUVW RXW EI

7KH &KLFDJR PDUNHW FUDFN VSUHDG UHIOHFWY WKH PDUNHW IRU RXU 7ROHC(
PDUNHW FUDFN VSUHDG UHIOHFWYV WKH PDUNHW IRU RXU %RUJHU 5HILQHU\

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



$YHUDJH &KHLIEQHG SURGXFW SULFHV LQFUHDVHG VLJQLILFDQWO\ LQ WKH WKLUG
7KH VWUHQJWK LQ FUDFN VSUHDGY DQG UHILQHG SURGXFW SULFHV KDV EHHC
WKH SDQGHPLF FRPELQHG ZLWK ORZ JOREDO LQYHQWRULHV RI UHILQHG SURGXF
ULVLQJ IHHGVWRFN SULFHV DQG XQFHUWDLQW\ DURXQG SROLFLHV WKDW GULY
GHFUHDVHG LQ WKH WKLUG TXDUWHU RI FRPSDUHG ZLWK WKH KLVWRULFDOC
VHDVRQDO QRUPYVY DV SURGXFW PDUNHWY DUH VWLOO H[WUHPHO\ WLJKW GLVWLO
DWWULEXWHG WR VRPH VOLJKW ZHDNHQLQJ RI GHPDQG DPLG KLJK LQIODWLRQ

1RUWK $PHULFDQ UHILQLQJ FUDFN VSUHDGYV DUH H[SUHVVHG RQ D :7, EDVLV ZKL
7KH VWUHQJWK RI UHILQLQJ PDUNHW FUDFN VSUHDGV LQ WKH 8 6 OLGZHVW DQ
EHWZHHQ %YUHQW DQG :7, EHQFKPDUN SULFHV

2XU UHDOL]HG FUDFN VSUHDGY DUH DIIHFWHG E\ PDQ\ RWKHU IDEWRUV VXFK DV '
DQG SURGXFW RXWSXW WKH WLPH ODJ EHWZHHQ WKH SXUFKDVH DQG GHOLYHU\
YDOXHG RQ D ILUVW LQ ILUVW7RKXW D&) NS UBERRRQW LRUHFLVHWO\ PLUURU WKH FR
SURGXFW RXWSXW Rl RXU UHILQHULHY KRZHYHU WKH\ DUH XVHG DV D JHQHUDO F

Refined Product Benchmarks
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Chicago 3-2-1 Crack Spreads ~ —e=RINs (1) RUL —e=ULSD

7KHUH DUH QR IRUZDUG SULFHV IRU 5,1V

IDWXUDO *DV %YHQFKPDUNYV

$YHUDJH 1<0(; QDWXUDO JDV SULFHV LQFUHDVHG LQ WKH WKLUG TXDUWHU RI
VLIQLILFDQWO\ LPSURYHG FRPSDUHG WR WKH WKLUG TXDUWHU RI GXH WR D
QDWXUDO JDV H[SRUWV FRXSOHG ZLWK D PXWHG VXSSO\ UHVSRQVH DQG VWURC(
$(&2 SULFHY GHFUHDVHG FRPSDUHG ZLWK WKH VHFRQG TXDUWHU RI DQG WK
FRPSDUHG ZLWK WKH VHFRQG TXDUWHU RI DQG WKH WKLUG TXDUWHU RI C
LQ :HVWHUQ &DQDGD OLPLWLQJ HIJUHVV IURP $OEHUWD 7KH SULFH UHFHLYHG IR
RQ ORQJ WHUP FRQWUDFWYV

JRUHLJQ ([FKDQJH %HQFKPDUNYV

$ VXEVWDQWLDO DPRXQW RI RXU UHYHQXHVY DUH VXEMHFW WR IRUHLJQ H[FKDQ.
QDWXUDO JDV DQG UHILQHG SURGXFWV DUH GHWHUPLQHG E\ UHIHUHQFH WR 8
&DQDGLDQ GROODU FRPSDUHG ZLWK WKH 8 6 GROODU KDV D QHIJDWLYH LPSDFW F
GHQRPLQDWHG LQ 8 6 GROODUV D VLJQLILFDQW SRUWLRQ RI RXU ORQJ WHUP Gl
ZHDNHQV RXU 8 6 GROODU GHEW JLYHV ULVH WR XQUHDOL]JHG IRUHLJQ H[FKDQJ|
FKDQJHV LQ IRUHLJQ H[FKDQJH UDWHYV LPSDFW WKH WUDQVODWLRQ RI 8 6 DQG $'

,Q WKH ILUVW QLQH PRQWKV RI WKH &DQDGLDQ GROODU RQ DYHUDJH ZHDNF
SRVLWLYHO\ LPSDFWLQJ RXU UHYHQXHV \HDU RYHU \HDU 7KH &DQDGLDQ GROODL
FRPSDUHG ZLWK 'HFHPEHU UHVXOWLQJ LQ XPUG®IQRPHG IR U B IQMD B IWIKR

RXU 8 6 GROODU GHEW

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



$ SRUWLRQ RI RXU ORQJ WHUP VDOHV FRQWUDFWYV LQ $VLD 3DFLILF DUH SULFHC
UHODWLYH WR WKH 50% ZLOO GHFUHDVH WKH UHYHQXHV UHFHLYHG LQ &DQDGLD
UHJLRQ ,Q WKH ILUVW QLQH PRQWKV RI WKH &DQDGLDQ GROODU RQ DYHUD
PLQLPDO LPSDFW RQ RXU UHYHQXHV \HDU RYHU \HDU

,QWHUHVW 5DWH %HQFKPDUNYV

2XU VKRUW WHUP ERUURZLQJ FRVWYV DQG UHSRUWHG GHFRPPLVVLRQLQJ OLDELC
LQFUHDVH LQ LQWHUHVW UDWHY FRXOG LQFUHDVH RXU QHW LQWHUHVW H[SHQVH
FRXOG QHIJDWLYHO\ LPSDFW RXU FDVK IORZ DQG ILQDQFLDO UHVXOWYV

$V DW 6HSWHPEHU WKH %DQN RI &DQDS3HDUVHIRROUL |IURP HHUHBH WDRVH ZD\
'"HFHPEHU GXH WR FRQERUXFfWRE¥HU LQIODWARIKY UDWH LQFUHDVHG SHUFH

&2002',7< 35,&( 287/22.

&UXGH RLO SULFHVY ZDQHG LQ WKH WKLUG TXDUWHU RI EXW UHPDLQ KLJK DV V
FDSDFLW\ LV OLPLWHG &UXGH RLO SULFH WUDMHFWRU\ UHPDLQV XQFHUWDLQ
XQSUHGLFWDEOH NH\ GULYHUV 5XVVLDQ VXSSO\ ULVNV UHPDLQ WKH PDUNHWV! F
RQ 5XVVLDQ FUXGH RLO DQG SURGXFWYVY KROG SRWHQWLDO IRU GLVUXSWLRQ RI H
SULFHVY DQG WKH UHFHQW DQQRXQFHPHQWDRIVDWUSML WHR RMKSULBRES!V SURGXFWLF

‘H H[SHFW WKH JHQHUDO RXWORRN IRU FUXGH RLO DQG UHILQHG SURGXFW SUL
VHYHULW\ RI WKH RQJRLQJ 5XVVLDQ LQYDVLRQ RI 8NUDLQH WKH H[WHQW WR ZK
DQG DELOLW\ RI SURGXFHUV DQG JRYHUQPHQWYV WR UHSODFH UHGXFHG VXSSC
LOQOFUHPHQWDO &29,' RXWEUHDNY DQG YDULDQWY ZHDNHQLQJ HFRQRPLF DFWLY
IRUD UHFHVVLRQ UHPDLQ D ULVN WR WKH SDFH RI GHPDQG JURZWK

,Q DGGLWLRQ WR WKH DERYH RXU FRPPRGLW\ SULFLQJ RXWORRN IRU WKH QH[W

( H H[SHFW WKDW WKH :7, :&6 GLIIHUHQWLDO ZLOO UHPDLQ ODUJHO\ WLHG W
FDSDFLW\ DV ORQJ DV VXSSO\ VWD\V ZLWKLQ &DQDGLDQ FUXGH H[SRUW FDS

( 23(& SURGXFWLRQ LV QRW H[SHFWHG WR JURZ ZLWK WKH DQQRXQFHPHQW F
EDVHG RQ PDUNHW GHYHORSPHQWYV

( *OREDO HFRQRPLF DFWLYLW\

( ‘H H[SHFW PDUNHW FUDFN VSUHDGYV ZLOO UHPDLQ YRODWLOH DV 5XVVLD LV
DUH H[SHFWHG WR UHGXFH VXSSO\ DQG UHVXOW LQ D UHGLUHFWLRQ RI JOI
FHQWUDO EDQN SROLFLHY FRXOG LPSDFW GHPDQG O5HILQLQJ PDUNHW FUDFI
IRU VHDVRQDO WUHQGY DQG UHILQHU\ XWLOL]DWLRQ LQ 1RUWK $PHULFD

( :H H[SHFW ERWK +HQU\ +XE DQG $(&2 SULFHV WR UHPDLQ VWURQJ &XUUH
SHUVLVW EXW WKLV FRXOG EH RIIVHW E\ LQFUHDVHG DVVRFLDWHG JDV SL
BULFHV ZLOO FRQWLQXH WR EH LPSDFWHG E\ ZHDWKHU

( :H H[SHFW WKH &DQDGLDQ GROODU WR FRQWLQXH WR EH LPSDFWHG E\ FU>
5HVHUYH %RDUG DQG WKH %DQN RI &4DQDGD UDLVH RU ORZHU EHQFKPDUN (
PDFUR HFRQRPLF IDFWRUYV

ORVW RI RXU XSVWUHDP FUXGH RLO SURGXFWLRQ DQG RXU GRZQVWUHDP UHILQH!
RLO SULFH 1DWXUDO JDV DQG 1*/V SURGXFWLRQ DVVRFLDWHG ZLWK RXU &RQY
LOWHIJUDWLRQ IRU WKH IXHO VROYHQW DQG EOHQGLQJ UHTXLUHPHQWY DW RXU 2

2XU UHILQLQJ FDSDFLW\ LV IRFXVHG LQ WKH 8 6 OLGZHVW DORQJ ZLWK VPDOOHU
WKH PDUNHW FUDFN VSUHDG LQ DOO RI WKHVH PDUNHWY :H ZLOO FRQWLQXH WR
UHILQHULHY DFFRUGLQJO\

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2XU :7, H[SRVXUH WR FUXGH GLIIHUHQWLDOV LQFOXGHYVY OLJKW KHDY\ DQG OLJk
GLITHUHQWLDO H[SRVXUH LV IRFXVHG RQ OLJKW PHGLXP FUXGHV LQ WKH 8 6 O0OLC
DQG WR D OHVVHU GHJUHH LQ WKH 86*& DQG $OEHUWD 2XU H[SRVXUH WR OLJKW
OLJKW KHDY\ FRPSRQHQW D UHJLRQDO FRPSRQHQW LQ PDUNHWY ZH WUDQVSRU!
FRXOG EH VXEMHFW WR WUDQVSRUWDWLRQ FRQVWUDLQWY :KLOH ZH H[SHFW W
SDUWLDOO\ PLWLJDWH WKH LPSDFW RI FUXGH RLO DQG UHILQHG SURGXFW GLIIHU

( 7UDQVSRUWDWLRQ FRPPLWPHQWY DQG DUUDQJHPHQWYV XVLQJ RXU H[LVWLQJ
VXSSRUWLQJ WUDQVSRUWDWLRQ SURMHFWV WKDW PRYH FUXGH RLO IURP R>
WLGHZDWHU PDUNHWYV

( ,QWHJUDWLRQ KHDY\ RLO UHILQLQJ FDSDFLW\ DOORZV XV WR FDSWXUH YDOX
RLO DV ZHOO DV IURP VSUHDGY RQ UHILQHG SURGXFWYV

( '\QDPLF VWRUDJH RXU DELOLW\ WR XVH WKH VLJQLILFDQW VWRUDJH FDSDFL
WLPLQJ RI SURGXFWLRQ DQG VDOHV RI RXU LQYHQWRU\ ‘H ZLOO FRQWLQXH W
FDSDFLW\ FRQVWUDLQWY YROXQWDU\ DQG PDQGDWHG SURGXFWLRQ FXUWDLOI

( 7UDGLWLRQDO FUXGH RLO VWRUDJH WDQNV LQ YDULRXV JHRJUDSKLF ORFDWLR

$00 :7, FRQWUDFWY UHODWHG WR RXU FUXGH RLO VDOHV SULFH ULVN PDQDJHPF
ILQDQFLDO LQVWUXPHQWY WR PLWLJDWH RXU H[SRVXUH WR WKH SULFHV RI YDUL
PDQDJHPHQW XQUHODWHG WR FUXGH RLO VDOHV SULFH ULVN PDQDJHPHQW DQ
UHILQLQJ PDUJLQV

5(3257$%/( 6(*0(176

83675($0

,Q WKKHLUG TRIDUVWHU

( '"HOLYHUHG VDIH DQG UHOLDEOH RSHUDWLRQYV

( 3URGXFHGNKRXEDQGHOV RI FUXGH RLO SHU GD\

( *HQHUDWHG 2SHUDW LBUOMNMRIQF BRHDRHOIRPGDUHG ZLWK WKH WKLUG TXDUWHU
GXH WR KLJKHU DYHUDJH UHDOL]HG VDOHV SULFHV

( $FKLHYHG ILUVW RLO DW RXU 6SUXFH /DNH 1R UMK WRH BB WG (5\0 D Q W KRXR/® QR
SHU GD\ E\ WKH HQG Rl WKH TXDUWHU

( ,QYHVWHG FDSUVOBUARFDULO\ RQ VXVWDLQLQJ DFWLYLWLHV DW &KULVWLQD /DI
DVVHWYV DQG 6XQULVH

( $FKLHYHG D 1HW BSIHAN %R (

2Q $XIXVW ZH FORVHG WKH SXUFKDVH RI WKH UHPDLQLQJ SHUFHQW LQW
#%3 &DQDGD$ JLYLQJ &HQRYXV IXO0O RZQHUVKLS DQG7 RWIK B QMWQLICIQRLWY U RRX U
FDVK RI PLOOLRQ QHW RI FORVLQJ DGMXVWPHQWY D YDULDEOH SD\PHQW ZLW

DIWHU WZR \HDUV DQG &HQRYXV!V SHUFHQW LQWHUHVW LQ WKH XQGHYHORS
/IDEUDGRU

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



JLQDQFLDO 5HVXOWYV
7KUHH ORQW&KH/SYDMRHEHU 1LQH ORQW KW SQUGIRGE H U

PLOOLRQV
*URVV 6DOHV

/HVV 5R\DOWLHYV
SHYHQXHV
(ISHQVHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ

2SHUDWLQJ

5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

8QUHDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW

'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ

(ISORUDWLRQ ([SHQVH

6KDUH Rl ,QFRPH /RVV IURP (TXLW\ $FFRXQWHG

$IILOLDWHYV
6HJPHQW ,QFRPH /RVV

3ULRU SHULRG UHVXOWYV ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHVBHF&R KRIOLRE\DW IRG § DGIRGEIODNO 6 &RQVROLGDWHG )LRWEFLRD V6D
IRU IXUWKHU GHWDLOV

2SHUDWLQJ 0ODUJLQ 9DULDQFH

7TKUHH VR(@QWKISWHPEHU

4,000

3,500

I
467
71 _ 83

1,923 644 100

~
W
3
3

2,000

(8 millions)

1,500

1,000

500

Three Months Ended Price (1) Volume Condensate Royalties Transportation and Operating Expenses Other (2) Three Months Ended
September 30, 2021 Revenue (1) Blending Expenses (1) September 30, 2022

5HSRUWHG UHYHQXHV LQFOXGH WKH YDOXH RI FRQGHQVDWH VROG DV KHDY\ RLO EOHQG &RQGHQVD

RLO SULFH H[FOXGHV WKH LPSDFW RI FRQGHQVDWH SXUFKDVHV
2WKHU LQFOXGHV WKLUG SDUW\ VRXUFHG YROXPHV FRQVWUXFWLRQ DQG RWKHU DFWLYLWLHYV QRW D

1LQHRQWKY (QGHG 6HSWHPEHU

16,000
14,000 2,998

12,000

2,247

-
S
9
8
3

39 7,340

(6 millions)
®
8
8

3,066 522

Nine Months Ended Price (1) Volume Condensate Royalties Transportation and Operating Expenses Other (2) Nine Months Ended
September 30, 2021 Revenue (1) Blending Expenses (1) September 30, 2022

5HSRUWHG UHYHQXHV LQFOXGH WKH YDOXH RI FRQGHQVDWH VROG DV KHDY\ RLO EOHQG &RQGHQVD

RLO SULFH H[FOXGHV WKH LPSDFW RI FRQGHQVDWH SXUFKDVHV
2WKHU LQFOXGHV WKLUG SDUW\ VRXUFHG YROXPHV FRQVWUXFWLRQ DQG RWKHU DFWLYLWLHV QRW D

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2SHUDWLQJ 5HVXOWV
7KUHH ORQW&KH/SYDHEAHEEHULLQH ORQW 6V $ QGG H U

7TRWDO 6DOHWVAPRCAXPHV
7RWDO 5HDOL]FWG (BULFH

&UXGH 2LO 3URGXFWHRQ &\ $VVHW
JRVWHU &UHHN
&KULVWLQD /DNH
6XQULVH
/OR\GPLQVWHU 7KHUPDO
/OR\GPLQVWHU &RQYHQWLRQDO +HDY\ 2LO
7TXFNHU
7TRWDO 'DLO\ &UXGH QEOOSWRGXFWLRQ
2LO 6DQGV 1DWXUD® *DV
7TRWDO 'DLO\ JURGXFWLRQ

(IITHFWLYH 5R\DOWHSDW H
7UDQVSRUWDWLRQ DQG/%OHQGLQJ &RV W
2SHUDWLQJ ([SHQVH

3HU 8QLW "' %2 (

6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ Rl WKLV 0' $
5HSUHVHQWYV &HQRYXV!IV SHUFHQW LQWHUHVW LQ 6XQULVH RSHUDWLRQV XS WR $XJXVW 2¢
SHUFHQW LQWHUHVW IURP %3 &DQDGD

7KH 7XFNHU DVVHW VROG RQ -DQXDU\

2LO 6DQGYV SURGXFWLRQ LV SULPDULO\ ELWXPHQ H[FHSW IRU /OR\GPLQVWHU FRQYHQWLRQDO KHDY\
&RQYHQWLRQDO QDWXUDO JDV SURGXFW W\SH

S5HYHQXHV

3ULFH

$V QRWHG HDEHIWAKPDUN IRU WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU
ZKLOH RYHU WKH VDPH SHULRGV ZH VDZ D ZEG HQN GD RBRG MKW DYRE®® BHLEHUHQWLE
WKH WKUHH DQG QLQH PRQWKV HQGHG 6HSWHPE®GG UHV SHPWMBIHAHADL Y H:@\6 EH QF K
SULFHV LQFOXGH WKH YDOXH RI FRQGHQVDWH XVHG WR WUDQVSRUW KHDY\ RLO C

2XU KHDY\ RLO DQG ELWXPHQ SURGXFWLRQ PXVW EH EOHQGHG ZLWK FRQGHQVI
WKURXJK SLSHOLQHV 2XU UHDOL]JHG ELWXPHQ VDOHV SULFH GRHV QRW LQFOXG]|
SULFH RI FRQGHQVDWH $V WKH FRVW RI FRQGHQVDWH LQFUHDVHY UHODWLYH W
ELWXPHQ VDOHV SULFH GHFUHDVHV 8S WR WKUHH PRQWKY PD\ ODSVH IURP ZKHQ
SURGXFWLRQ

2XU UHDOL]HG VDOHV SULFH ZKLFK HMOXGHYUWAH DPDEGKY RQFR KRG MOMHMHD @6 Q
PRQWKY HQGHG 6HSWHPREMWUWYHO\ USINVIS BbQ G SHU %2( UHVSHFWLYHO\ 7R LP
UHDOL]JHG VDOHV SULFH ZH VHOO VRPH SURGXFWLRQ WR 8 6 GHVWLQDWLRQV
SHUFHQW SHUFHQW WR 8 6 GHVWLQDWLRQV ,Q WKH WKLUG TXDUWHU RI
WKDQ RIIVHW WKH LPSDFW Rl EOHQGLQJ KLJKHU SULFHG FRQGHQVDWH SXUFKDVH

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHEHFREMIE QE L O WBR@MVFWIDYHDA LQFO}
PLODIR) ELO®HR/GHFWLRMOKLUG SDUW\ VRXUFHG YROXPHV ZKLFK DUH QRW L
1HWEDFNV 5HIHU WR WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ Rl WKLV 0°

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHP®KRK P L O OWRIIS\HF WDOH®\LQF O X

PLOMIRY PLOOURQYSHFWHOBWLQJ WR FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG
QRW LQFOXGHG LQ RXU UHDOL]HG SULFH RU RXU 1HWEDFNV 5HIHU WR WKH 6SHF
GHWDLO

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



&HQRYXV PDNHV VWRUDJH DQG WUDQVSRUWDWLRQ GHFLVLRQV DERXW RXU PDUN
DQG SLSHOLQH DVVHWV WR RSWLPL]JH SURGXFW PL[ GHOLYHU\ SRLQWYV DQG WU
RUGHU WR SULFH SURWHFW RXU LQYHQWRULHY DVVRFLDWHG ZLWK VWRUDJH RU
DQG YRODWLOLW\ PDQDJHPHQW VWUDWHILHYVY LQFOXGLQJ ULVN PDQDJHPHQW F
LPSURYH FDVK IORZ VWDELOLW\ $V DQQRXQFHG RQ $SULCDQDJH DHQWXYISW QH\H G
UHODWHG WR :7, *LYHQ WKH VWUHQJWK RI RXU EDODQFH VKHHW DQG OLTXLGLW
UHTXLUHG WR VXSSRUW ILQDQFLDO UHVLOLHQFH $00 :7, FRQWUDFWYVY LPSDFWHG

,Q WKH WKUHH PRQWKY HQGHG 6HSWHPEHU ZH PLC ,Q WKH ILILHVGNUQV®
PRQWKYV RI ZH LQFXUUHG UHDOL] EL RI Zt PLC UHODWHYVY VRR WKH HL
OLTXLGDWLRQ RI :7, SRVLW $OVR FRQWULEXWLQJ WR WKH ORVVHV ZDV WKH VHW
DERYH RXU ULVN PDQDJHPHQW FROQWUDFW SULFHV ,Q WKH WKUHH DQG QLQH PRC
JDLC PLC D PLC UHVSH RQ RXU FUXGH RLO DQG FRQGHQVDWH ILQDQFLDO LQV'

BURGXFWLRQ 9ROXPHV
2LO 6DQGV FUXGH RLO SWREBXFDNQEBHO ¥ DIYHU GDK RXE® QGH OWLQHWKEHDWKUHH DQG Q

PRQWKY HQGHG 6HSWHPEHU WHKRSHEANQLGHHIM SHU GADK RXE® QGHOV SHU GD\
UHVSHFWLYHO\

‘H VROG WKH 7XFNHU DVVHW RQ -DQXDU\ U HAVKFOXEIDAGH Q \G B A U HOIV\H GQSW R
QLQH PRQWKV RI FRPSDUHG ZLWK

3URGXFWLRQ DW )RVWHU &UHHN GHFUHDVHG PDUJLQDOO\ LQ WKH WKUHH PRQWK:
SODQQHG PDLQWHQDQFH DQG DQ XQSODQQHG RXWDJH GXULQJ WKH TXDUWHU C
SURGXFWLRQ LQFKRY¥WBIGGHOV SHU GD\ FRPSDUHG ZLWK DV ZH FRPSOHWHG
&UHHN LQ WKH VHFRQG TXDUWHU RI

3URGXFWLRQ DW &KULVWWXR XE DG $ B WHE R R DEIBQ GH O\VL O HUWKGDWKUHH DQG Q

PRQWKY HQGHG 6HSWHPEHU UHVSHFWLYHO\ FRPSDUHG ZLWK ‘H FRPS(

TXDUWHU RI KRZHYHU SURGXFWLRQ LPSDFWV ZHUH RIIVHW E\ LQFUHPHQWDO
DQG WKH ODVW KDOI RI

6XQULVH SURGXFWLRQ LQFUHDVHG VOLJKWO\ LQ WKH WKLUG TXDUWHU RI FRI
$XIXVW <HDU WR GDWH SURGXFWLRQ ZzDV UHODWLYHO\ IODW FRPSDUHG ZLWK

7KH /OR\GPLQVWHU WKHUPDO DVVHWV FRQWLQXHG WKHLU VWURQJ SHUIRUPDQFF
WKHUPDO SODQW DFKLHYHG ILUVW RLO DO SIXRP\P\Y WHME®E XSADROS3N B DAR\GEWIWKIH B QGS
RI WKH TXDUWHU /OR\GPLQVWHU FRQYHQWLRQDO KHDY\ RLO SURGXFWLRQ GHF!
6HSWHPEHU FRPSDUHG ZLWK DV ZHOOV ZHUH VKXW LQ WR PHHW QHZ H

5R\DOWLHV

5R\ADOADOFXODWLRQV IRU RXU 2LO 6DQGV VHIJPHQW DUH EDVHG RQ JRYHUQPH
6DVNDWFKHZDQ

2XU $OEHUWD RLO VDQGV UR\DOW\ SURMHFWY )RVWHU &UHHN &KULVWLQD /DNH
SRVW SD\RXW UR\DOW\ UDWHV ZKLFK DUH GHWHUPLQHG RQ D VOLGLQJ VFDOH XV

5R\DOWLHV IRU D SUH SD\RXW SURMHFW DUH EDVHG RQ D PRQWKO\ FDOFXODWLR
QLQH SHUFHQW EDVHG RQ WKH &DQDGLDQ GROODU HTXLYDOHQW :7, EHQFKPDUN

5R\ADOWLHV IRU D SRVW SD\RXW SURMHFW DUH EDVHG RQ DQ DQQXDOL]HG FDOF>
PXOWLSOLHG E\ WKH DSSOLFDEOH UR\DOW\ UDWH RQH SHUFHQW WR QLQH SHUFH
SULFH RU WKH QHW UHYHQXHV RI WKH SURMHFW PXOWLSOLHG E\ WKH DSSOL
&DQDGLDQ GROODU HTXLYDOHQW :7, EHQFKPDUN SULFH *URVV UHYHQXHV DUH
WUDQVSRUWDWLRQ FRVWY 1HW UHYHQXHV DUH FDOFXODWHG DV VDOHV UHYHC
RSHUDWLQJ DQG FDSLWDO FRVWYV

JRVWHU &UHHN DQG &KULVWLQD /DNH DUH SRVW SD\RXW SURMHFWY DQG 6XQULVH

JRU RXU 6DVNDWFKHZDQ DVVHWYV /OR\GPLQVWHU WKHUPDO DQG /OR\GPLQVWHU F
DQ DQQXDO UDWH WKDW LV DSSOLHG WR HDFK SURMHFW ZKLFK LQFOXGHV HDFK
SUH SD\RXW FDOFXODWLRQ LV EDVHG RQ D RQH SHUFHQW UDWH DQG WKH SRVYV
IUHHKROG FDOFXODWLRQ LV OLPLWHG WR SRVW SD\RXW SURMHFWY DQG LV EDVH!

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



(I!/HFWLYH UR\DOW\ UDWHV LQFUHDVHG SULPDULO\ GXH WR KLJKHU UHDOL]JHG SUI
,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HESWB®R EQE L O UIHR/@GHFW DY\H B\ ZHUH
PLOO®R® ELOWOHR/GHFWLYHO\ 7KH LQFUHDVHV ZHUH PDLQO\ GXH WR KLJKHU QH!
KLJIKHU UHDOL]JHG SULFLQJ

([SHQVHYV

7UDQVSRUWDWLRQ DQG %OHQGLQJ

,Q WKH WKLUG TXDUWHULRIFUGID¥IBHQ@®IRQELRDRMSDUHG ZLWK ,Q WKH ILUVW
RI EOHQGLQJ FREMO/YBRYELOPRRDUHG ZLWK 7KH LQFUHDVHV ZHUH OD
FRQGHQVDWH SULFHV

7UDQVSRUWDW@WHRWKED VRVOWMIRRQPLO QIORWKHUG TRNDUWIHBPSDUHG ZLWK ,Q WKH |
PRQWKYV RI WUDQYV SR U ®WIDOMWWMRED FEROWRVRDYRWVHIG ZIRHKLQFUHDVHY ZHUH SULPDUL
LQFUHDVHG WDULII UDWHYVY SDUWLDOO\ RIIVHW E\ ORZHU VDOHV YROXPHYV

3HU XQLW 7UDQVSRUWDWLRQ ([SHQVHV

7TUDQVSRUWDWLRQ BRUWYW2ZHWQIHSHU %®( WKH WKUHH DQG QLQH PRQWKY HQGHG
UHVSHFWLYHO\SHU %2( D@®U %2( UHVSHFWLYHO\

$W )RVWHU &UHHN SHU XQLW W UDBBVERQW 5 WNBEFOFFHBNRA Q @HWHPYHGEGHO DQG

SHU ERQUW®H WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU UHVSHFWLY
FRPSDUHG ZLWK LV SULPDULO\ GXH WR ORZHU VDOHV YROXPHV SDUWLDOO\
GHFUHPDHQ@MHKKRKHU VDOHV YROXPHV FRPELQHG ZLWK UHGXFHG UHOLDQFH RQ |
,Q WKH WKUHH DQG QLQH PRQWKV HQGHG &EHEIWFHPEHU SHUFHQW DKQISSHGHUFEL
UHVSHFWLYHO\ RI RXU YROXPHV IURP )RVWHU &UBHNVWRKD 6 IRMNYBHYRWEREV 2

E\ UDLO LQ WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU SHUTF
$W &KULVWLQD /DNH WUDQVSRUWEWUEBOSROGEDDWEE®H WKUHH DQG QLQH PRQ
6HSWHPEHU UHVSHFWQGHOUHVSHFWLYHO\ 7KH VOLJKW LQFUHDVH LV GXH

$W 6XQULVH WUDQVSRUWDWLRQ FRVWV LQ WKH WKUHH D GG @ IEQH PRQWIQWG HQ G |
SHU EDUMW®HFWLYHO\ SHU EDUUHO SHUGEDUUHO UHVSHFWLYHO\ ,Q WKH WKUH}
6HSWHPEHU ZHSMKESQMS BQBHWAWSHFWLYHO\ SHUFHQW DQG  SHUFI
RXU YROXPHV IURP 6XQULVH WR 8 6 GHVWLQDWLRQV

$W RXU /OR\GPLQVWHU WKHUPDO 7XFNHU DQG /OR\GPLQVWHU FRQYHQWLRQDO K|
PRQWKYVY HQGHG 6HSWHPEHWBHU EDUDHED® &€ DUHMBEHFWLYHOSHU EDUUHO DQG
SHU EDUUHO UHVSHFWLYHO\ 7KH 7XFNHU DVVHW ZDV VROG RQ -DQXDU\ 3
PRQWKYV RI FRPSDUHG ZLWK DV ZH VWRSSHG VKLSSLQJ WKHVH EDUUHOV W
ZH RSWLPL]J]HG RXU SLSHOLQH FDSDFLW\ DIWHU WKH $UUDQJHPHQW

2SHUDWLQJ

3ULPDU\ GULYHUV RI RXU RSHUDWLQJ H[SHQVHV LQ WKH WK UIKH D QK QR IQFD ® R Q
HOHFWULFLW\ ZRUNIRUFH ZRUNRYHURWDQ® Q8 STH W X @I FRFEDHITMIGIDIY FEES H QWRH V
KLJKHU IXHO FRVWV DV D UHVXOW RI KLJKHU QDWXUDO JDV SUIUFB®§(&2 EHQF
SHUFHQWKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU UHVSHFWLYHO
XQLW RSHUDWLQJ H[SHQVHV LQFUHDVHG GXH WR KLJKHU HOHFWULFLW\ FRVWV D
DQG HOHFWULFLW\ FRVWV DUH DOVR LQIOXHQFHG E\ ULVLQJ FUXGH RLO DQG QD!
PDQDJHG E\ VHFXULQJ ORQJ WHUP FRQWUDFWYV ZRUNLQJ ZLWK YHQGRUV DQG

HVFDODWLRQV

JRVWHU &UHHN SHU XIQQRMU HIRWHBKHO WERWMH PRQWKY HQGHG 6HSWHREKHU

HOHFWULFLW\ DQ® ¢&HR\VDY FROWWHG WR RSHUDWLRQDO RXWDJHV DQG SODQQF

ZLWKRZHU VDOHYHDPROWRHIDWH S H ULQE UWEDWRI RXW® HF RDWN IDFWRUV LPSDFWLQJ "
SDUWLDOO\ RIIVHW E\ KLJKHU VDOHV YROXPHYV

&KULVWLQD /DNH SHU XQLW QRQ IXHO FRVWY LQFUHDVHG LQ WKH KWKS BHURR QW K
DQG PDLQWHQDQFH FRVVWYJKHIDW ¥ DYOROQ XPPIHWH W HEDU WR G D W HU Fs®I VWXLQOIND \ QIROM WX |
KLIKHRDNOHYVY YROXPHV LQ RIIT'VHW WKH LPSDFW RI FRVWY UHODWHG WR WKH WXU

3HU XQLW QRQ IXHO FRVWV D W QRFRUHRWHEK PX D USDHE VY MMVQAWS/XH WR FRVWYV UHO
6SUXFH /DNH 1IRUWK SURMHFW DQG UDPS XS RI YROXPH WKURXJK WKIHIRKDUWHU
FKHPLFDO FRWWWIFQGEYZRVANDW 6XQULVH DQG WKH /OR\GPLQVWHU WKHUPDO DVV}
RIIVHW E\ FRVWY UHODWHG WR WKH SODQQHG WXUQDURXQG DW 6XQULVH LQ WKH

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



8QLW 2SHUDWLQJ ([SHQVHYV

%2 (

7KUHH 0R Q W6HS YQHGRHEH U 1LQH ORQW 6V $QGIRE H U
3HUFHQW 3HUFHQW
&KDQJH &KDQJH

JRVWHU &UHHN
YXHO
1RQ )XHO

7TRWDO

&KULVWLQD /DNH
YXHO
1RQ )XHO

7TRWDO

2WKHU 2LO 6DQGYV
YXHO
1RQ )XHO

7TRWDO

7TRWDO

6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $

,QFOXGHV 6XQULVH 7XFNHU

IHWEDFNYV

% 2 (

/OR\GPLQVWHU WKHUPDC 7XFNHU DVVHW ZDV VR®Q& RQWDRXDW\KHDY\ RL

7TKUHH ORQW&KHWSYQRHEREHU 1LQH ORQW I6WH SQ/GIIPGE H U

6DOHYV 3ULFH
5R\ADOWLHV
7TUDQVSRUWDWLRQ

2SHUDWLQJ ([SHQVHV

1IHWEDFN

6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $
&RQWDLQV D QRQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI \

"8

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG ©H S IDKRE HEL O WIHR/S HFWEBMO\
PLOOL@®® ELOQHR/GHFWKGHFQ\HDVH ZDV PDLQO\ G XHE RVARN BBV IHQ W KH WH GIRE QNK D U W
7KH DYHUDJH GHSOHWLRQ UDWH IRU WKH WKUHH DQG QS MW BRQIMEMHRHEHG 6HSV
UHVSHFWLYHO\ SHU %2( DQSHU %2( UHVSHFWLYHO\

,Q WKH WKLUG TXDUWHU RI ZH

( 'HOLYHUHG VDIH DQG UHOLDEOH RSHUDWLRQV

( *HQHUDWHG 2SHUDWLRUOODIREFQY HRDVH LO FRPGDUHG ZLWK WKH WKLUG TXDUWH
GXHKWRKHU DYHUDJH UHDOL]JHG VDOHV SULFHV

( ,QYHVWHG FDPLWORORRNYHG RQ WKH UDPS XS RI WKH GULOOLQJ SURJUDP DQG \
GHYHORSPHQW SURJUDP

( $FKLHYHG D 1HW EMHRN %2 (

&HQRYXV (QHUJ\ ,QF

4

ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



JLODQFLDO 5HVXOWYV

7KUHH ORQW&KHS{QAHEHU 1LQH OR QQVMG6NESWHPEHU
PLOOLRQYV

*URVV 6DOHV
/HVV 5R\DOWLHYV
SHYHQXHV
(ISHQVHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ
8QUHDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
(ISORUDWLRQ ([SHQVH
6HIPHQW ,QFRPH /RVV

2SHUDWLQJ 0DUJLQ 9DULDQFH
7KUHH ORQWKY (QGHG 6HSWHPEHU

500
450
400
350

Z 300

2
= 250
E

142

I
16 = ——
28 18 =

Three Months Ended Price Volume Royalties Transportation and Operating Expenses Other (1) Three Months Ended
September 30, 2021 Blending Expenses September 30, 2022

“ 200
150
100

50

SHIOHFWV 2SHUDWLQJ 0DUJLQ UHODWHG WR SURFHVVLQJ DFWLYLWLHYV

1LQH ORQWKY (QGHG 6HSWHPEHU

1,400

663
1,200 I
1,000 65 _125 8 12
49
800
600 543
o -

($ millions)

400

200

Nine Months Ended Price Volume Royalties Transportation and Operating Expenses Other (1) Nine Months Ended
September 30, 2021 Blending Expenses September 30, 2022

5HIOHFWV 2SHUDWLQJ ODUJLQ IURP SURFHVVLQJ IDFLOLWLHV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2SHUDWLQJ 5HVXOWYV
7KUHH ORQW&KHWSWBRAEHULLQH 0R QQMG6MESWHPEHU

7TRWDO 6DOHWVAPRCAXPHV

7RWDO 5HDOL]BNG (3ULFH
/LJKW &UXGH®LO
1*/V EEO
&RQYHQWLRQDO AMWXUDO *DV

BURGXFWLRQ E\ 3BURGXFW
/[LIKW &UXGEHO2L O

1*/VOEEOV G
&RQYHQWLRQDOOIMDDVWXUDO *DV
7RWDO 'DLO\ JURGXFWLRQ

&RQYHQWLRQDO 1DWX8DOFDMWIURIGKIFW EBRQ O
&UXGH 2LO DQG 1*AHIBRG XMW HRRQI WRWDO

(IHHFWLYH 5R\D-OUNF\HEDW H
7UDQVSRUWDWLRY &RVWYV
2SHUDWLQJ ([FHQVH

3HU 8QLW ' % 2(

6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ Rl WKLV 0' $
S5HYHQXHYV

3ULFH

2XU WRwWDO UHDOL]HG VDOHV SULFH LQFUHDVHG LQ WKH WKUHKHD QFAJ XQE R HR P& DV
QDWXUDO JDV EHQFKPDUN SULFHYV

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHREMHWE ELO QHVEBHFWDOHO\LQF O X
PLOMLR® ELOQUHRMBHFWLYHO\ UHODWLQJ WR WKLUG SDUW\ VRXUFHG YROXP
SULFLQJ PHWULFV RU RXU 1HWEDFNYV

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU UHYHQXHV LQFOXGE
DFWLYLWLHYV XQGHUWDNHQPLRUDREL B GCOSUWRWMEHFWRIYHO\PLOM@®R® PLOOLRQ
UHVSHFWLYHO\ ZKLFK DUH QRW LQFOXGHG LQ RXU SHU XQLW SULFLQJ PHWULFV

BURGXFWLRQ 9ROXPHV

3URGXFWLRQ YROXPHV GHFUHDVHG LQ WKH WKUH H DIQIO Q G HIWEROAD M\K M Q IGUH\GN 6 H
TXDUWHU RI DQG WKH VHFRQG KDOI RI DQG SODQEMHGSPRIGXWWQRQ FGH EQ HA
SDUWLDOO\ RHWH@HE\ZHOOV EURXJKW RQ SURGXFWLRQ GXULQJ WKH \HDU FRPELI
DQG ZRUNRYHU DFWLYLW\

5R\DOWLHYV

7KH &RQYHQWDR®XE MHFWHWAR UR\DOW\ UHJLPHV LQ $OEHUWD DQG %ULWLVK &RC
UDWHV LQRUWBMHEKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU SULPDULO\
([SHQVHYV

7TUDQVSRUWDWLRQ

2XU WUDQVSRUWDWLRQ FRVWV UHIOHFW FKDUJHV IRU WKH PRYHPHQW RI FUXGH
ZKHUH WKH SURGXFW LV VRQG U® EN B F 56 OWBWLIRQL BRWWN WKUHH DQG QLQH PRQ
6HSWHPEHU UHVSHFWLYHO\ FRPSDUHG ZLWK 3$HHIU X% 2 (W D\@SEDW V S RUW L
%2(LQ WKH WKUHH DQG QLQH PRQWKV HQGHG B6HSWHSEHW62( DQBHIHWRHFWLY H(
UHVSHFWLYHO\

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2SHUDWLQJ

3ULPDU\ GULYHUV RI RXU RSHUDWLQJ H[SHQVHV LQ WKH WK ZHRH NDIGEHBD QUWVP R QW
DQG PDLQWHQDQFH HOHFWULFLV ¥SHWDIHLON\ HYDHIQW H\Q S HUH®BYZ H IFRWKH WKUHH
6HSWHPEHU LQFUHDVHG FRPSDU G JKHWKH O H F SVBAMAEIOWMRCRHRO/ENWIVWORI H[SHQ V F
WKUHH DQG QLQH PRQWKYV HQGHG 6HSWHPEHU ZHUH UHODWLYHO\ IODW
H[SHQVHV SHU %2( RIIVHW E\ ORZHU VDOHV YROXPHYV

IHWEDFNYV

7KUHH ORQW6GKNSUQHRHEHU 1LQH OR QAGGMES WH P EH U
%2 (

6DOHV 3ULFH

5R\DOWLHYV

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ ([SHQVHYV

1HWEDFN

6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $
&RQWDLQV D 1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI V

"8

7KH DYHUDJH GHSOHWLRQ UDWH IRU WKH WKUHH DQG GGIHWH YR ODNBNUHPBHG 6HS)\
UHVSHFWLYHO\SHU %2( D@®H U %2 (

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU PLO ML.QR@ RRLIDD LERRD YHQ
UHVSHFWLYHOPLO®ICRY) PLOOWRWSHI7KH \HDU WR GDWH GHFUHDVH ZDV GXH WR D\
ILUVW TXDUWHU RI DQG WKH VHFRQG KDOI RI

,Q WKKLUG TXDUWHU RI ZH

( 'HOLYHUHG VDIH DQG UHOLDEOH RSHUDWLRQV

( *HQHUDWHG 2SHUDWLPUODRIQQ RUH P BRPGDUHG ZLWK WKH WKLUG TXDUWH
GXH KLRKHU DYHUDJH UHBDNGWG ROOHW SUILRHWHDVHG RSHUDWLQJ H[SHQVHV D

( (DUQHG D 1HWE BHN R4 2 (

( ,QYHVWHG FDSLOMPDR®IO\ IRU WKH 7HUUD 1RYD $/( DQG WKH :HVW :KLWH 5RVH S

2Q0D\ &HQRYXV DQG RXU SDUWQHUV DQQRXQFHG ZH UHDFKHG DQ DJUHHPHQ
WKH $WODQMKIHF SUIHRIMROW LV H[SHFWHG WR UHVWDUW LQ JLUVW RLO LV DQ
SURGXFWLRQ DQWLFLSDWHG WR UHDFK DSSUR[LPDWHO\ WKRXVDQG EDUUHOV ¢

&RQWULEXWLQJ WR WKH GHFLVLRQ WR UHVWDUW WKH SURMHFW LV DQ DPHQG
DQG /DEUDGRU ZKLFK SURYLGHV VDIHIXDUGV WR WKH SURMHFW!V HFRQRPLFV LQ
UHTXLUHG WR DFKLHYH ILUVW RLO LV H[SHFWHG WR EH DSSUR[LPDWHO\ ELOC
VSHQGHBDW PLOOQR 7KH SURMHFW ISH DRFRRGO HRVO-DRZLQJ RXU GHFLVLRQ WR
SURMHFW ZH LQYHVW I?GOIELRER/E W B AVEHHOU

7KH 7HUUD 1RYD $/( SURMHFW UHPDLQV XQGHUZD\ LQ 6SDLIPOHR RGHWKKH) HERGLR I L

$W RXU BFRRWQWHG, Q&/RGBMGDQOOHG DQG FRPSOHWHG WKH UHPDLQLQJ WKUHH
SODQQHG IRILYWKBOBQQHG :H H[SHFW ILUVW JDV SURGXFWLRQ IURP WKH 0'$ ILH
SURGXFWLRQ DW WKH G%/+ WIKHOGS & Q LHFONR EHURGXFWLRQ |IDFLZH W LSH/F VUW RX @ @B U
GULOOLQJ WKUHH GHYHORSPHQW ZHOOV LQ WKH IRXUWK TXDUWHU RI

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



JLQDQFLDO 5HVXOWV
7KUHH 0R Q W6HS YQHER-EH U

$VLD $VLD
PLOOLRQYV 3DFLILF$WODQW2IFRVKRUH 3DFLILF $WODQWAIFVKRUH

5HYHQXHV
*URVV 6DOHYV
/[HVV B5R\DOWLHV

(ISHQVHV
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
2SHUDWLQJ 0DUJLQ
'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
(ISORUDWLRQ ([SHQVH
QFRPH /RVV IURP (TXLW\ $FFRXQWHG $IILOLDWHYV
6HJPHQW ,QFRPH /RVV

$VLD 3DFLILF DQG $WODQWLF 2SHUDWLQJ 0DUJLQ DUH 1RQ *$$3 ILQDQFLDO PHDVXUHV 6HH WKH 6SHF

1LQH ORQW W SQUGIRFG H U

$VLD $VLD
PLOOLRQYV 3DFLILF$WODQW2IFRVKRUH 3DFLILF$WODQWAIFVKRUH

S5HYHQXHV
*URVV 6DOHYV
/HVV 5R\DOWLHV

(ISHQVHV
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
2SHUDWLQJ 0DUJLQ
'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
(ISORUDWLRQ ([SHQVH
,QFRPH /RVV IURP (TXLW\ $FFRXQWHG $IILOLDWHV
6HIJPHQW ,QFRPH /RVV
$VLD 3DFLILF DQG $WODQWLF 2SHUDWLQJ 0DUJLQ DUH 1RQ *$$3 ILQDQFLDO PHDVXUHV 6HH WKH 6SHF

2SHUDWLQJ 0ODUJLQ 9DULDQFH

7KUHH 0R QWHKN\S \(\VQHPHEGI U

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



ILQBIRQWKY (QGHG 6HSWHPEHU

2SHUDWLQJ 5HVXOWYV

7KUHH ORQW&HS{QHHEHU 1LQH OR QQMGGNESWHPEHU

7TRWDO 6DOHWVWPRGXPHYV
$WODQWLF
$VLD 3DFLILF

7RWDO 5HDOL]H@(BULFH
$WODQWLF /LIKW @RUXGH 2LO

$VLD 3DFLbRE
1*/V EEO
&RQYHQWLRQDO AMWXUDO *DV

3URGXFWLRQ E\ 3URGXFW
$WODQWLF /LOKWO&UXGH 2LO
$VLD 3DFLILF
1*/VOEEOV G
&RQYHQWLRQDOOIDVEXUDO *DV
$VLD 3DFLDF2TRWDO
7RWDO 'DLO\ IURGXFWLRQ

(ITHFWLYH 5R\D-OW\HSDWH
$WODQWLF
$VLD 3DFLILF

2SHUDWLQJ ([9HQVH
$WODQWLF
$VLD 3DFLILF

3HU 8QLW " %2(

5HSRUWHG VDOHV YROXPHV DVVRFLDWHG SHU XQLW YDOXHV DQG UR\DOW\ UDWHV UHIOHFW &HQR)
H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $

S5HYHQXHYV

BULFH
7KH SULFH ZH UHFHLYH IRU QDWXUDO JDV VROG LQ $VLD LV @HW WQRAHEG B RRQ.D VDK
1*/VQEUHDWH®KH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU FRPSDUH(

EHQFKPDUN SULFLQJ

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



BURGXFWLRQ DQG 6DOHV 9ROXPHYV

$VLD 3DFLILF GHRGIOPMMIGRRX WD Q GHU GD\ LQ WKH WKLUG TXDUWHU RI FRPSDU
SODQQHG PDLQWHQDQFH DWVEDWFEHJDQ LLQD &KKK® VHFRQG TXDUWHU DQG ZDV FF
FRPELQHG ZLWK FKD QW YDWQR F FOI/GUDFKNMOODV QMWLGHFUHDVH K9 GHRGKFWL ZQ V
RIIVHW E\ SODQQHG PDLQWHQDQFH LQ &KLQD LQ WKH WKLUG TXDUWHU RI

$VLD 3DFLILF SURGXFWLRQ LQ WKH ILUVW QLQH PRQWKYV RI GHFUHDVHG VOL
GLVFXVVHG DERYH FRPELQHG ZLWK WKH FRPSOHWLRQ RI SODQQHG PDLQWHQDQFt

$WODQWLF SURGXFWIRRXEBBGBHDVYHSH U VEIOR XE@® GHO VLHWKGHDWKUHH DQG QLQH

HQGHG 6HSWHPEHU UHVSHFWLYHO\ FRPSDUHG ZLWK 7KH GHFUHDVH Z
WKH :KLWH 5RVH ILHOGY LQ WKH VHFRQG TXDUWHU RI DQQXDO SODQQHG PDI
TXDUWHU DQG QDWXUDO GHFOLQHV ,Q WKH DQQXDO SODQQHG PDLQWHQDQF

WKH IRXUWK TXDUWHU /LIJKW RLO IURP SURGXFWLRQ DW WKH :KLWH 5RVH ILHOG\
DW DQ RQVKRUH WHUPLQDO EHIRUH VKLSPHQW WR EX\HUV 7KH UHVXOW LV D WLP

5R\DOWLHV

5R\ADOW\ UDWHV LQ &KLQD DQG ,QGRQHVLD DUH JRYHUQHG E\ SURGXFWLRQ VKD
&KLQHVH DQG ,QGRQHVLDQ JRYHUQPHQWY 7KH HIIHFWLYH UR\DOW\ UDWHYV IRU '
ZHUH SHUHARH@QGGV SHUFYH@WSHFWLYHOSHUHRHRG SHUFHEWSHFWKWHIOQFUHDVHY LQ W
HITHFWLYH UR\DOW\ UDWVWRHW KK | XO sl FRRISPHQRW FRVWVIDW SWKRMBIFPB/XUQ@ WKH !
TXDUWHU RI

5R\ADOWLHVY DW WKH :KLWH 5RVH ILHOGY DUH EDVHG RQ DQ DPHQGHG DJUHHPH
*RYHUQPHQW RI 1HZIRXQGODQG DQG /DEUDGRU )RU UHWURDBWU¥FH QWWR RD Q XI
JURVV VDOHV IURP WK B QIGL W HSHRIMNH QWG JURVYV VD OHAK HUR R HFRVH YD W R OB0O-W/\H UHD
WKH WKUHH DQG QLQH PRQWKV HQGHSHUHFHWMWREHWD WHYRHJ@WEHFWLYHO\
SHUFBQ®W SHUFHRWSHFWMHFRQG TXDUWRRORIGHY D \HDU WR GDWH DGMXVWPHQW
UR\DOW\ UHJLPH

([SHQVHV

2SHUDWLQJ

3ULPDU\ RUIRWHUYVLD 3DFLILF RSHUDWLQJ H[SHQVHVHLSD WKH D QGVRDYXY B @EREMHK \
DQG ZRHRRRWIFO DQG SHU XQLWLRSHH D WHXJOBYRHFOAPIYQHG PDLQWHQDQRH DW EOR
WKH VHFRQG DQG WKLUG TXDUWHU

3ULPDU\ RUIRMHUSYWODQWLF RSHUDWLQJ H[SHQVHVUHGMWKN IRQ W MLLOWHRRDFEKYV 2
YHVVHO FRVWYV D Q @RKMIDQ FOREAN 8 UF R @ WM. RSIHHDWH.GE P BIL SIOQ \GKKH WR FRQWLQXHG
7HUUD 1RMDUB®2XUQ WR ILHOG DQG D KLJKHU ZRUKNHQIQEQWHVH\W\Y WRWEB RISHUD
ZDV RIIVHW E\ WKH ZRUNLQJ LQWHUHVW UHVWUXFWXULQJ RQ WKH :KLWH 5RVH ILF
7UDQVSRUWDWLRQ

7UDQVSRUWDWLRQ LQ WKH $WODQWLF UHJLRQ LQFOXGHV WKH FRVW RI WUDQVS
WDQNHUV DV ZHOO DV VWRUDJH FRVWYV

([SOR QD\MYKRH

,Q WKH WKUHH DQG QLQH PRQWK \ZH QG & UGSV HPEGIR U D WIL® MLARES PIQVGIL R D
UHVSHFWLYHO\ SULPDOQOR@KHRWRUBODWHG WR RXU GHFLVLRQ QRW WR SXUVXH

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



IHWEDFNYV

7KUHH 0R Q W&KH/S YQHRHEH U
%2( H[FHSW ZKHUH LQGLFDWHG &KLQD ,QGRQHVLD$WODQWH® 7RWDO 2IIVKRUH

6DOHV 3ULFH

5R\DOWLHYV

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ ([SHQVHYV

1HWEDFN

7KUHH 0R QWSS WOHPHEGH U
%2( H[FHSW ZKHUH LQGLFDWHG &KLQD ,QGRQHVLD$SWODQMAF 7RWDO 2IIVKRUH

6DOHV 3ULFH

5R\DOWLHYV

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ ([SHQVHV

1HWEDFEN

5HSRUWHG VDOHV YROXPHV DVVRFLDWHG SHU XQLW YDOXHV DQG UR\DOW\ UDWHV UHIOHFW &HQR
H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $
&RQWDLQV D 1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI

1LQH ORQW IV SQGIRE H U
%2( H[FHSW ZKHUH LQGLFDWHG &KLQD ,QGRQHVLD$SWODQWHE 7RWDO 21IVKRUH

6DOHV 3ULFH

5R\DOWLHYV

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ ([SHQVHYV

1HWEDFN

1LQH ORQWKWSWERBHU
%2( H[FHSW ZKHUH LQGLFDWHG &KLQD ,QGRQHVLD$SWODQMAF 7RWDO 2IIVKRUH

6DOHV 3ULFH

5R\DOWLHYV

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ ([SHQVHV

1HWEDFEN

5HSRUWHG VDOHV YROXPHV DVVRFLDWHG SHU XQLW YDOXHV DQG UR\DOW\ UDWHV UHIOHFW &HQR
H[SHQVHVY UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH HTXLW\ PHWKRG
6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $
&RQWDLQV D 1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI

$

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHO®ICRY) PLORWRQS HIF WLR U\
PLO®IOR) PLOOWRWYSHFWKMHOAHUDJH GHSOHWLRQ UDWH LQ WKH WKUHH DQ
ZDV SHU %2( DQSHAR(UHVSHFWLYHO\SHU %2( DQSHU %2( UHVSHFWLYHO\

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



'2:1675($0

,Q WKH WKLUG TXDUWHU RI ZH

( 'HOLYYDRSHUDWLRQV

( $YHUDJHG FRPELQHG FUXGHUXBOWODWIKWLBR\GRPLQVWHU 8SJUDGHU DQG /OR\GP
UHWXUQHG WR IXOO RSHUDWLRQV DIWHU FRPSOHWLQJ SODQQHG WXUQDURXQG

( *HQHUDWHG 2SHUDWLQ@ILOODRQEURRDOVH PLOFIRRPEDUHG ZLWK WKH WKLUG TXDL
SULPDUL@KGXHWRKSJUDGD®J DG KUHIQNN BUBKWDLOWOBURIFVEW E\ ORZHU VDOHYV

JLQDQFLDO 5HVXOWV

7KUHH ORQW&KHWSDHREHU 1LQH ORQOMGEMES WHPEH U
PLOOLRQYV

SHYHQXHV
3XUFKDVHG 3URGXFW
*URVV 0DUJLQ
([SHQVHV
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
2SHUDWLQJ 0DUJLQ
'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
6HIPHQW ,QFRPH /RVV

1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $

2SHUDWLQJ 5HVXOWYV
7KUHH ORQW&KHS{QAHHEHU 1LQH OR QQMGGNESWHPEHU

&UXGH 2LO 7KURXJKESXOW &D SDFLW\
/OR\GPLQVWHUEESJUD-GHU
/OR\GPLQVWHIEEBM @GHU\

+HDY\ &UXGH 2LO 0/BBURX EBKSXW
/OR\GPLQVWHUEESIVUDGHU
/OR\GPLQVWHIEBBM @HU\

&UXGH S8WLCIHDWHRYQY
S5HILQHG 3URGXFWND 2 XNV S XW
6DOHV 9R COXRHM

8SJUDGLQJ 'LITHUHQWLDO

5HILQLQJ 0D EEL®
JOR\GPLQVWHU BSODUDGHU
JOR\GPLQVWHUESHILQHU\

8QLW 2SHUDWLQJEESHQVH

&UXGH E\ 5DLO 2SHUDWLRQV
9ROXPHV /RDEBHGV G

(WKDQRO 3URBXEWLRQV Rl OLWUHV G

%DVHG RQ FUXGH RLO WKURXJKSXW YROXPHV DQG UHVXOWV Rl RSHUDWLRQV DW WKH /OR\GPLQVWHU

JURP WKH /OR\GPLQVWHU 8SJUDGHU DQG /OR\GPLQVWHU 5HILQHU\

%DVHG RQ EHQFKPDUN SULFH GLIIHUHQWLDO EHWZHHQ KHDY\ RLO IHHGVWRFN DQG VIQWKHWLF FUXGH

&RQWDLQV D 1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI

DQG QLQH PRQWKY HQGHG 6HSWHPHHB ELOOBRGHFWLYHORLO®IORQ ELOOHR/GHFWLYHO\ S5HYHQXHV |

WKH /OR\GPLQVWHU 5HILQHU\ IRU WKH WKUHH DQG Q LR ®RBW KV CHIMRKIH B WS WHEEHUOIOQRY  ZHUH
PLOOWR®QSHFWLYHO\

6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ Rl WKLV 0' $

9ROXPHV WUDQVSRUWHG RXWVLGH RI $OEHUWD &DQDGD

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



,Q WKH WKUHH PRQWKY HQGHG 6HSWHPEHU WKRYED RGO/ VBKURE DK $FRW SG®HIMH
GXH WRPSRUDU\ XQS VD) MKRXWPD\GPLQVWHU 8SJUDGHU DQG /ORNGRLYRWHU 5
GDWH FUXGH RLO WKURMNWKBXMDQBHROMDSHIG GD\ FRPSDVHREQ RIHVEK W XDM) DNUKRX Q G V
/OR\GPLQVWHU 8SJUDGHU DQG /OR\GPLQVWHU 5HILQRUDGRIPV ORIQV HVEK IHQ iV K H WMHH K|
PDLOQWHQDQFH RXWDJHVY DW WKH /OR\GPLQVWHU 8SJUDGHU LQ WKH ILUVW TXDUW

S5HYHQXHV DQG *URVYV 0DUJLQ

/OR\GPLQVWHU 8SJUDGHU RSHUDWLRQV SURFHVV EOHQGHG KHDY\ FUXGH RLO DC
VXOSKXU GLVWLOODWHY 5HYHQXHV DUH GHSHQGHQW RQ WKH VDOHV SULFH RI
SULPDULO\ GHSHQGHQW RQ WKH GLITHUHQWLDO EHWZHHQ WKH VDOHYV SULFH RI V
IHHGVWRFN

/IOR\GPLQVWHU 5HILQHU\ RSHUDWLRQV SURFHVV EOHQGHG KHDY\ FUXGH RLO L
GHSHQGHQW RQ PDUNHW SULFHV IRU DVSKDOW DQG RWKHU LQGXVWULDO SURGX
LQGXVWULDO SURGXFWV SULFLQJ DQG WKH FRVW RI KHDY\ FUXGH RLO IHHGVWR
SDYLQJ VHDVRQ ZKLFK W\SLFDOO\ UXQV IURP 0D\ WKURXJK 2FWREHU HDFK \HDU

7KH /OR\GPLQVWHU 8SJUDGHU VRXUFHV FUXGH RLO IHHGVWRFN SULPDULO\ IURP
5HILQHU\ VRXUFHV FUXGH RLO IHHGVWRFN IURP RXU /OR\GPLQVWHU WKHUPDO DQ

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6H PLC D¢ PLC UHVSHFW LYQHFOAH DW

EL DC EL UHVSHPWLQWO\GXHKWE VIQWKHWLF FUXGHQ 6 HIQLFIKRDWU B VSSWKLDFOAW
LQGXVWULDO $SRGWEW Y OSRRFM HVDXENHA YIRRO D UHVXOW RI WK HKXQSHIIUQ W R GG BWW
LQFUHDVH ZDV SDUWLDOO\ RIIVHW E\ ORZHU VDOHV YROXPHV IURP WKH /OR\GPL
SODQQHG WXUQDURXQGV LQ WKH VHFRQG TXDUWHU

*URVYV PIDQRUW PLOOKXPQ@WHU RYHU TRADOUDNRW RHRW KLU G S X DRDMNWHDOIR & K HKWR
XSJURG GLIIG WH@GIWHU DVSKDOW GAQNVLYGDAHYU ISDWUBOO\ RITVHW E\ ORZHU VDO
*URVYV PDUJL( PLO@OGRHEBKH ILUVW QLQH PRQWKYV RI FRPSDUHG ZLWK DV
DQG KLIJKHU DVSKDOW DQG LQGXVWULDO SURGXFW SULFHV ZHUH RIIVHW E\ WKF
FRQWUDFW LQ DQG ORZHU VDOHV YROXPHV

6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $ IRU UHYHQXHV I

2SHUDWLQJ ([SHQVHYV

BULPDU\ RUIRSHIMOWLQJ H[SHQVHV LQ WKHSW KUV CD QXD RIRMRIBIX) AEHRIBHIUFRV WV
7TR®DDQG SHU XQLW RSHUDWLQJ FRVWY LQFUHDVHG LQ WKH WWRGSE UDWIURNGHO R |
RXWDJHV FRPELQHG ZLWK KLJKHU HQHUJ\ FRVWY DQG LQIODWLRQDU\ SUHVVXUHY
GDWH WRWDO DQG SHU XQLW RSHUDWLQJ FRVWYV LQFUHDVHG GXH WR WKH VDPH

WXUQDURXQGY FRPSOHWHG LQ WKH VHFRQG TXDUWHU RI DV WIS L YR REP LEOH/AW
XQLW RSHUDWLQJ H[SHQVHV LQFUHDVHG GXH WR ORZHU FUXGH RLO WKURXJKSXW
"8

JRU WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU PLO DR PLOIODERQ@DQXIL
UHVSHFWLYHORLO®IRQ PLOOURQYSHFWLYHO\

,Q WKH WKLUG TXDUWHU RI ZH

( $QQRXQFHG RXU LQWHQW WR SXUFKDVH WKH UHPDLQLQJ SHUFHQW LQWHUHYV

( &RPSOHWHG D VLJQLILFDQW SODQQHG WXUQDURXQG DW WKH QRQ RSHUDWHG

7KH 7TROHGR 5HILQHU\ UHPDLQV VKRQWHSREBUROORZLQJ DQ LQFLGHQW R

&RPPHQFHG D SODQQHG WXUQDURXQG DW VEKHFRRDBV5ERRBWGRIBMHIEH UD LY 6HSWH

&RQWLQXHG SUHSDUDWLRQV IRU WKH 6XSHULRU 5HILQHU\ UHVWDUW

+DG FUXGH XWLDHYPWRRF RI{GH RLO WKWRRXEDMEHRIV SHU GD\

*HQHUDWHG 2SHUDW LPLUOUDRIQQ RUHDRF HORARPGDUHG ZLWK ODUJHO\ GXH WHR

KLJKHU PDUNHW FUDFN VSUHDGYV

( ,QYHVWHG FDPLWDARKVHG SULPDULO\ RQ WKH 6XSHULRU 5HILQHU\ UHEXLOG I
'RRG 5LYHU %RUJHU DQG 7ROHGR UHILQHULHV

~ e~~~
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JLQDQFLDO 5HVXOWV

7KUHH ORQW&KHWSDHREHU 1LQH ORQOMGEMES WHPEH U
PLOOLRQYV

SHYHQXHV
3XUFKDVHG 3URGXFW
*URVV 0DUJLQ
(ISHQVHV
2SHUDWLQJ
5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ
8QUHDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
6HJPHQW ,QFRPH /RVV

1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $

6HOHFW 2SHUDWLQJ 5HVXOWYV
7KUHH ORQWGHSVDMSAHEHU 1LQH OR QQA\GENMES WHP EH U

&UXGH 2LO 7KURXJKESXW/ &&D SDFLW\
/LPD 5HILQHU\

7TROHGR 5HILQHU\

RRG 5LYHU DQG %RUJHU S5HILQHULHYV

&UXGH 2LO 7KUERXOIM &SXW

/LPD 5HILQHU\

7ROHGR 5HILQHU\

RRG 5LYHU DQG %RUJHU 5HILQHULHYV

7TKURXJKSXW EOAEXHURGXFW
+HDY\ &UXGH 2LO
/ILIJKW DQG OHGLXP &UXGH 2LO

&UXGH 8WLOL]BWQRQ
6DOHV 9ROERHN
5HILQLQJ ODUEE®

8QLW 2SHUDWLQJ E[S®HQVH

5HSUHVHQWV &HQRYXV!V ~ SHUFHQW LQWHUHVW LQ :RRG 5LYHU %RUJHU DQG 7ROHGR UHILQHU\ RS}
&RQWDLQV D 1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI
%DVHG RQ FUXGH RLO WKURXJKSXW YROXPHV DQG RSHUDWLQJ UHVXOWV DW :RRG 5LYHU %RUJHU /I
6SHFLILHG ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ Rl WKLV 0' $
"'XULQJ WKH QUIKQHH HP DOMEKY HQGHG 6HSWHPEHU S H U FRQGYSH X WG] DIFLVRIQY H D V
SHUFBDIQGV'SHUFHGIWSHFWLYHO\ ‘H KDG VWURQJ RSHUDWLRQDO SHUIRUPDQ
/[LPD :RRG 5LYHU DQG ERBWDIHAGW K I WHHPBERHAND U\ XQSODQQHG RXWDJHVY DW WKH :RR
LQ WKH WKLUG TXDUWHU RI 7KHVH SRVLWLYH LPSDFWV RQ WKURXJKSXW ZF
S5HILQHU\ FRPSOHWHG E\ HDUO\ $XJXVW WKH LQFLGHQWSDHDW QWKHSE 7IPO@HG R X5UHQ DQHR
WKH :RRG 5LYHHWLFKIIFRPPPHQFHG LQ WKH WKLUG TXDUWHU RHDU RYHA 2B U U RPBOG
XWLOL]DWLRQ zZzDV UHODWLYHO\ FRQVLVWHQW DV WKH LPSDFW RI WKH WXUQDUF
WKURXJKSXW GXH WR LPSURYHG PDUNHW FRQGLWLRQV LQ DQG XQSODQQHG R

7KH /LPD 5HILQHU\ SHUIRUPHG ZHOO LQ WKH WKUHH PRQWKY HQGHBUGFHSMMHPEHU
TKURXJKSXW LQFUHDVHG LQ WKH WKLUG TXDUWHU RI FRPSDUHG ZLWK DV
ZH SUHSDUHG IRU D SODQQHG WXUQDURXQG LQ WKH IRXUWIKSHXDBHEBRPWRIXRKSXW <HD
ZDV LPSDFWHG E\ RXWDJHV RQ WKH SLSHOLQH WKDW GHOLYHUV IHHGVWRFN WR
TXDUWHU RI WHPSRUDU\ XQSODQQHG HTXLSPHQW RXWDJHV LPSDFWHG WKUR X
ILUVW TXDUWHU GXH WR ORZ PDUNHW FUDFN VSUHDGYV
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$W WKH 7TROH@RKBRISXOHGHFUMWKRXEDQWBHOV SHU WGROR XEIDAPIGH O VGIHUQIDWKH WKUHE
DQG QLQH PRQWKY HQGHG 6HSWHPEHU UHVSHFWLYHO\ FRPSDUHG ZLWK

GXULQJ WKH VHFRQG TXDUWHU ZKLFK ZDV FRPSOHWHG LQ HDUO\ $XJXVW 7KH
6HSWHPEHU WKHUH ZzDV DQ LQFLGHQW DW WKH UHILQHU\ DQG LW UHPDLQ
ZDV RSWLPL]JHG LQ OLQH ZLWK PDUNHW GHPDQG DQG ZDV UHGXFHG DV D UHVXOW

7KH :RRG 5LYHU DQG %YRUJHU UHILQHULBM UFEFHRQWKHGWVKU X GHT XWU &/ HD WALKRWR RIK S >
WKRXVEDQ®HOV SHU GD\ LQ WKH LQ WKLUG TXDUWHU RI FRPSDUHG ZLWK C
TXDUWHU RI 7KH LQFUHDVH ZDV SDUWLDOO\ RIIVHW E\ D SODQQHG IDOO W
6HSWHPEHU DQG FRPSGHWHGVRQGRWMRBHKURXJIKSXW ZDV UHODWLYHO\ IODW FRI
SODQQHG VSULQJ WXUQDURXQGYV LQ ODUFK ZKLFK LPSDFWHG WKURXJKSXW DC

WXUQDURXQG DW :RRG 5LYHU ZzDV GHOD\HG GXH WR FROG ZHDWKHU ZKLFK UH
RRG 5LYHU 5HILQHU\ ZH RSHUDWHG DW UHGXFHG UDWHYVY HDUO\ LQ WKH ILUVW T
GLFWDWHG

SHYHQXHVURWQWGODUJILQ

ODUNHW FUDFN VSUHDGV GR QRW SUHFLVHO\ PLUURU WKH FRQILIJXUDWLRQ DQG S
JHQHUDO PDUNHW LQGLFDWRU :KLOH PDUNHW FUDFN VSUHDGV DUH DQ LQGLFI
SURGXFWV WKH UHILQLQJ UHDOL]HG FUDFN VSUHDG ZKLFK LV WKH JURVYV PDUJL
IDFWRUV LQFOXGH WKH W\SH RI FUXGH RLO IHHGVWRFN SURFHVVHG UHILQHU\ F
VHFRQGDU\ SURGXFW RXWSXW WKH WLPH ODJ EHWZHHQ WKH SXUFKDVH RI FUX
WKURXJK WKH UHILQHULHY DQG WKH FRVW RI IHHGVWRFN 3URFHVVLQJ OHVV H
DGYDQWDJH 2XU IHHGVWRFN FRVWYV DUH YDOXHG RQ D ),)2 DFFRXQWLQJ EDVLV

SHYHQXHV LQFUHI\HMQ ELODQRWKH WKUHH DQG QLQH PRQWKYV HQGHG 6HSWHP
FRPSDUHG ZLAXK LQFUHDVHV ZHUH SULPDUL@\HGOGH & B WRG® E M. FOURWD O QK [EGKPIRK P
RIIVH@REHU VDOHV YROXPH

*URVV PDUJLQ LQFIUMDIXREEL ELOIOQ RMKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHE
FRPSDUHG ZIUWHK LQFUHDVHY ZHUH ODUJHO\ GXH WR VLJQLILFDQWO\ WRSURYHG F
LBEDFWSBRFHVVLQJ FUXGH RLO SXUFKDVHG D@GCSURRHUSYDOQ® BNVKH O R HMH D (BA&J LCFL
PRQWKY HQGHG 6HSWHPEHU P LG MIGRP RVVOWVIZRPFHFWLYHOP L O IR
PLOOURIYSHFW I MHSGULFH86DYHYHDUHEDUUHO BEROC 8®UUHO LQ WKH WKUHH DQG QL
6HSWHPEHU UHVSHFWBYHMOEDUUHOB®RG BBUUHO UHVSHFWLYHO\

,Q WKH WQLQH PRQWKY HQGHG 6HSWHPEHU ZH LQF> PLC DQG ORMW/HY VN
R PLC UHVSHFWLYHO\ PLC ORVWKH HDUO\ OLTXLGDWLRQ RI :7, SRVLWLRQV 1
WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPE PLC D( PLC UHVSHBWAQUIOD O
RQ RXU FUXGH RLO DQG UHILQHC SURGXFWYV ILQDQFLDO LQVWUXPHQWYV

2SHUDWLQJ ([SHQVHV

3ULPDU\ GRULRBHVUDWLQJ H[SHQVHV IRU WKH WKUHH DQG Q@HMH RRHEWKUVHDGQH (
PDLQWH@RQRHRUFH WXUQDURXQ' FRVWV DQG HQHUJ\ FRVW

2SHUDWLQJ H[SHQVH\P LLAQ)@®EWRED VAIGO AR WKH WKUHH DQG QLQH PRQWKYV HQGHG
UHVSHFWLYHO\ FRPSDUHG ZLWK 7KH TXDUWHU RYHU TXDUWHU LQFUHDVH ZD)\

( 7KH SODQQHG WXUQDURXQG DW WKH 7ROHGR 5HILQHU\ FRPSOHWHG E\ HDUO\ $
7KH \DRWRXOQG DW WKH :RRG 5LYHU 5HILQHU\

,QFUHDVHG PDLQWHQDQFH DW WKH 6XSHULRU 5HILQHU\ DV ZH SUHSDUH IRU UH
+LJKHU HQHUJ\ DQG XWLOLW\ SULFLQJ

,QIODWLRQDU\ SUHVVXUHVY RQ PDLQWHQDQFH HOHFWULFLW\ ZRUNIRUFH DQG |

7KH \HDU RYHU \HDU LQFUHDVH ZDV PDLQO\ GXH WR WKH VDPH IDFWRUV GLVFXVV
RRG 5LYHU %RUJHU DQG 7ROHGR UHILQHULHY LQ WKH ILUVW KDOI RI

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHIPEFHUE DV HS H US HD UXUGION RR FHIXIBWM
WKURXJKSXWSMHQGEDUUHO RI FUXGH RLO WKURXJKSXW UHVSHFWLYHO\ 7KH LQFL
GLVEXVVHG DERYH FRPELQHG ZLWK ORZHU FUXGH RLO WKURXJKSXW

S

86 ODQXIDFWXULQJ PLO@IR® PLOQODRRYKH WKUHH DQG QLQH PRQWKV HQGHG ¢
UHVSHFWLYHO\PLODIQRY) PLOOLRUHFLDWLRQ GHFUHDVHG LQ GXH WR LPSDLUP
IRXUWK TXDUWHU RI DW WKH /LPD :RRG 5LYHU DQG %RUJHEOBWNIQWULHY UHG

~ e~~~
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2Q6HSWHPEHU ZH FORVHG WKHJIJDNWOWWDRNLRQV ZLWKLQ RXQHWHWDVR SXIHRCGW HGEMV |
PLO:H UHWDLQHG RXU FRPPHUFLDO I FDUGORFN EXON SODQW DWXXBHMYHO F
6HSWHPEHU WKHUH ZHRDHU G SERFRINLBO WRIW\DQG WUDYHO FHQWHU ORFDWLRQ

JLOQDQFLDO 5HVXOWV

7KUHH ORQW&KHWSDHRHEHU 1LQH ORQUMGEMES WHPEH U
PLOOLRQV

SHYHQXHV
3XUFKDVHG 3URGXFW
*URVV 0DUJLQ
(ISHQVHV
2SHUDWLQJ
2SHUDWLQJ 0DUJLQ
'"HSUHFLDWLRQ 'HSOHWLRQ DQG $PRUWL]DWLRQ
6HIPHQW ,QFRPH /RVV

1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $
6HOHFW 2SHUDWLQJ 5HVXOWV
7KUHH ORQW&KHWSWQRHEHU 1LQH OR QNGEMESWHPEHU

)XHO 6DOHYV 9ROXPH ,QFOXGLQJ :KROHVDOH
JXHO 6POBEHYLRQV RI OLWUHV G
YXHO 6DOHV SHUNSHWD DD @X VRO MWW UHYV G

5HYHQXHV DID®& JURV YV

5HYHQXHVY DUH ODUJHO\ GHSHQGHQW RQ UHWDLO SULFLQJ IRU PRWRU IXHOV *
EHWZHHQ UHWDLO SULFLQJ DQG JDVROLQH DQG GLHVHO SULFHV ,Q WKH WKUHI
LQFUHDVIPGO MR PLOOWRQYPSHFWLYHO\ PDLQO\ GXH WR VLJQLILFDQWO\ KLJKHU E
*URVV PDUJLQ ZDV UHODWLYHO\ IODW LQ WKH WKUHH DQG QLQH PRQWKY HQGHG ¢

2SHUDWLQJ ([SHQVHV

3ULPDU\ GULYHUV RI RXU RSHUDWLQJ H[SHQVHV IRU WKH WKUHH DQG QLQH PR

PDLQWHQDQFH SURSHUW\ WD[ ZRUNIRUFH DQG XWLOLWLHV

'$

JRU WKH WKUHH DQG QLQH PRQWKYV HQGHG 6HL\DKIREREWP LOOURQSHWWLEHOS ZDV
PLO @IQRQPLOQHR/GHFWLYHO\

&25325%$7( $1' (/,0,1$7,216

,Q WKH WKUHH DQG QLQH PRQWKY HQGHG 6HSWHPEHU RXU FRUSRUDWH UL

( 8QUHDOL]HG ULVN PDQDRH®®QRR PDLOQURASHFWLYHO\ UHODWHG WR UHQHZDEO
IRUHLJQ H[FKDQJH ULVN PDQDJHPH QML 6 ERREYUMLFONU RQS H FMDILQHOR |

( 5HDOL]JHG ULVN PDQDJHRO@URIDPVDWYURPSHFWLYHO\ UHODWH WR IRUHLJQ H[Fk
FRQWUDFWYV PUO MEFERORVVRVOPURQYSHFWLYHO\ 7KH ORVVHV LQ ZHUH
UHDOL]DWLRQ RI :7, SXW DQG FDOO RSWLRQ FRQWUDFWYV DFTXLUHG DV SDUW F
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([SHQVHV

7KUHH ORQW&KHWSDHREHU 1LQH ORQOMGEMES WHPEH U
PLOOLRQYV

*HQHUDO DQG $GPLQLVWUDWLYH

JLOQDQFH &RVWYV

,QWHUHVW ,QFRPH

,QWHJUDWLRQ &RVWYV

YRUHLJQ ([FKDQJH *DLQ /RVV 1HW
5HYDOXDWLRQ *DLQV

5H PHDVXUHPHQW RI &RQWLQJHQW 3D\PHQWYV
*DLQ /RVV RQ 'LYHVWLWXUH RI $VVHWYV
2WKHU ,QFRPH /RVV 1HW

*HQHUDO DQG $GPLQLVWUDWLYH

SULPDU\ RULRXIWMVMHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV ZHUH HPSOR\HH OR
LQIRUPDWLRQ WHFKQRORJ\ FRVWY *HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV (
\HDU SULPDULO\ GXH WR ORQJ WHUP LQFHQWLYH FRVWY DV D UHVXOW RI FKDQJ
6HSWHPEHU ADGHFUHDVH ROQRPXQH DQG DQ LQRQHBNHPIEHRWP

JLQDQFH &RVWV

,Q WKH WKUHH DQG QBERSWHPEWKYV HQGBGEH FRUBNDEAH PLOCL@®® PLOOLRQ
UHVSHFWLYHO\ FRPSDUHG ZLWK 7KH GHFUHDVH LV ODUJHO\ GXH WR D PL
GHEW LQ WKH WKLUG TXDUWHU RI &RPSDUDWLYHO\ LQ WKH WKUHH DQG QLQ
GLVFRXQW RQ WKH UHGHPSWLRDRORICRER 6 1 OMHIRR) SSHEMLYRHO\ ,Q DGGLWLRQ RXU I
GHEW ZDV ORZHU LQ FRPSDUHG ZLWK 5HIHU WR WKH /LTXLGLW\ DQG &DSE
GHWDLOV RQ ORQJ WHUP GHEW

7KH ZHLJKWHG DYHUDJH LQWHUHVW UDWH RI RXWVWDDBGGEWHPEHEWZDRU WKH WKU
SHUFHQW DQG SHUFHQW SHMSHAW DYHO\ SHUFHQW UHVSHFWLYHO\
L, QWHJUDWLRQ &RVWYV

YJRU WKH WKUHH DQG ®H W HPREQIW KZ/H HIQQGHKGRILHD MIQRQPLOOWRWYSHFWLYHO\ RI LQWH
FRVWV DV D UHVXOW RI WKH $UUDQJHPHQW QR LIOQBLRREG [PQ.D G DB Y B/HFOWH YSHQ G L
,QWHJUDWLRQ FRVWY GHFUHDVHG LQ DV LQWHJUDWLRQ DFWLYLWLHV ZLQG GR

,Q WKH ILUVW QLQH PRQWKWRO ®RLR@EW RQ FRWHIBKLWFKRIQERXEN FDSLWDO H[SHQG
PLOOLRQ[SHFW WR LQFRPUCEMHWRIHWR® RI MWDORQWHIJUDWLRQ &RVWYV WKLV \HI

7UDQVDFWLR® EREMWRIGRUHFRIQL]HG LQ QHW HDUQLQJV OR\6WSMHWKHUWKUHH DQ
DVVRFLDWHG ZLWK WKH 6XQULVHRGBBRXLVWWRR® QG WKH SHQGLQJ

JRUHLJQ ([FKDQJH

7KUHH ORQW&HS{QHHEHU 1LQH OR QQMGGNESWHPEHU
PLOOLRQYV

8QUHDOL]HG )RUHLJQ ([FKDQJH *DLQ /RVV
5HDOL]HG )RUHLJQ ([FKDQJH *DLQ /RVV

,Q WKH WKLUG TXDUWHU RI DQG RQ D \HDU WR GDWH FELDOMRIZREX PUBDORIHG IRL
UHVSHFWLYHO\ ZHUH PDLQO\ DV D UHVXOW Rl WKH WUDQVODWLRQ RI RXU 8 6 GF

PLOMLR® JDLQPLRIQIHRIH UHFRUGHG LQ WKH WKUHH DQG QLQH PRQWKY HQGHC
UHODWHG WR ORVVHV RQ WKH SXUFKDVH Rl ORQJ WHUP GHEW RIIVHW E\ JDLQV R

1RQ *$$3 ILQDQFLDO PHDVXUH 6HH WKH 6SHFLILHG )LQDQFLDO OHDVXUHV $GYLVRU\ RI WKLV 0' $
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5HY D O XTDA QR/Q

&HQRYXV UHFRJQLIJDV RIHYMIOXDORMWKP WKLUG TXDUWHU RI DV SDUW RI WKH 6X
E\ ,)56 ZKHQ DQ DFTXLUHU DFKLHYHV FRQWURO LQ VWDJHV WKH SUHYLRXVO\ K
GDWH ZLWK DQ\ JDLQ RU ORVV UHFRJQL]H® ILW KIH IWQ MWHWQ PQSIR Q DR VG DSMH IGU) MQRD |
IXUWKHU GHWDLOV

5H PHDVXUHPHQW RI &RQWLQJHQW 3D\PHQWYV

7KH FROQWLQJHQW SD\PHQW DVVRFLDWHG ZLWK WKH DFTXLVLWLRQ RI D SHUFH
&RPSDQ\ DQG FHUWDLQ RI LWV VXEVLGLDULHY HQGHG RQ 0D\ DQG WKH ILQ

,Q FRQQHFWLRQ ZLWK WKH 6XQULVH $FTXLVLWLRQ &HQRYXV DJUHHG WR PDNH T
TXDUWHUV VXEVHTXHQW WR $XJXVW LI WKH DYHUDJH :&6 FUXGH RLO SULF
ZLOO EH FDOFXODWHG DV PLOOLRQ SOXV WKH GLIIHUHQFH EHWZHHQ WKH DYt
DQ\ RI WKH HLJKW TXDUWHUV WKH DYHUDJH :&6 SULFH LV HTXDO WR RU JUHDWH!
WKDQ SHU EDUUHO QR SD\PHQW ZLOO EH PDGH IRU WKDW TXDUWHU 7KH PC
)RU DFFRXQWLQJ SXUSRVHV WKH YDULDEOH SD\PHQW ZLOO EH UH PHDVXUHG DW
FXPXODWLYH PD[LPXP PLOOLRQ LV UHDFKHG RU WKH HLJKW TXDUWHUV KDYH
HDUQLQJV ORVV 7KH YDULDEOH SD\PHQW ZDV UHFRUG®GHGXDVHWIIRIQD QY RS WH RRQ
SULFLQJ PRGHO DQG ZLOO VXEVHTXHQWO\ EH UH PHDVXUHG DW IDLU YDOXH ZLW
HDFK UHSRUWLQJ GDWH

$V DW 6HSWHPEHU WKH IDLU YDOXH RI WKH YDLWOL@BRXOSNLE 5 QW R DYRIQVRO
PHDVXUHPHQW PRIODOIRQ@W 6HSWHPEHU WKHUH LV QR RXWVWDQGLQJ SD\DE
$V Rl 6HSWHPEHU DYHUDJH :&6 IRUZDUG SULFLQJ IRU WKH UHPDLQLQJ W

SHU EDUUHO

*DLQ /RVV RQ 'LYHVWLWXUH RI $VVHWYV

,Q WKH WKLUG TXDUWHU RI ZH UHFRJQL]HPG @WOQRYV RQOGIDRLY WE WIXRIHURDO D & X
WR WKH FORVLQJ RI WKH UHWDLO GLYHVWLWXUH ,Q WKH ILUVW QLQH PRQWKYV R
PLOOLRQ PLOOIRXH WR WKH FORVLQJ RI WKH VDOHV RI RXU 7XFNHU DQG :HPEO
WKH GLYHVWLWXUH RI SHUFHQW RI RXU LQWHUHVW LQ WKH :KLWH S5RVH ILHOC(
ZHOO DV WKH UHWDLO GLYHVWLWXUH

2WKHU ,QFRIRMHW /RVV

JRU WKH WKUHH PHRSQWYWHPE HIQ GRVWEKHU LQFRPH G HREOHMKIVRRP® ELOV GXH WR WKH VHWW
OHJDO FODLP LQ IDYRXU RI &HQRYXV LQ WKH WKLUG TXDUWHQRJIHDVH® BXKH ILU
PLOCHRRRSDUHG Z3 WK DAJXHD W R

( 5HEXLOG LQVXUDQFHPS OREHKIBW HII WR WKH 6XSHULRU 5HILQHU\ LQ WKH ILUVV
ZLWK EXVLQHVV LQWHUUKISOMLIBRQSURFHHGV RI
( ,QVXUDQFHLRUWRKEH®@YVWRQWKWVYHRDIDWHG WR D LQFLGHQW LQ WKH $WODQWLF

S

" $ IRU WKH WKUHH DQG Qi 8W HPREQWHK Y DH/Q B HGMLRD PLOOURQYSHFWLYHO\
PLOML.QR® PLOOWRWYSHFWLYHO\

,QFRPH 7D]

7KUHH ORQW6GHSYDMREHU 1LQH OR QU\GGMES WHP EH U
PLOOLRQV

&XUUHQW 7D]

&DQDGD

8QLWHG BWDWHV

$VLD 3DFLILF

2WKHU ,QWHUQDWLRQDO
&XUUHQW 7D[ ([SHQVH 5HFRYHU\
'"HIHUUHG 7D[ ([SHQVH 5HFRYHU\
7RWDO 7D[ ([SHQVH 5HFRYHU\
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7D LOWHUSUHWDWLRQV UHJXODWLRQV DQG OHJLVODWLRQ LQ WKH YDULRXV MX
VXEMHFW WR FKDQJH ‘H EHOLHYH WKDW RXU SURYLVLRQ IRU LQFRPH WD[HV LV D
UHYLHZ DQG ZLWK FRQVLGHUDWLRQ RI WKH FXUUHQW HFRQRPLF HQYLURQPHQW
7KH WLPLQJ RI WKH UHFRJQLWLRQ RI LQFRPH DQG GHGXFWLRQV IRU WKH SXUSR)
OHJLVODWLRQ

JRU WKH WKUHH PHREIWHKREHQGW&H &RPSDQ\ UHFRUGHG D FXUUHQW WD[ H[SHQVH
DULVLQJ LQ &DQDGD DQG $VLD 3DFLILF 7KH LQFUHDVH LV GXH WR KLJKHU HD
GHGXFWLRQV WR FDOFXODWH WD[DEOH LQFRPH )RU WKH WKUHH PRQWKYVY HQGHG
UHFRYHU\ UHODWHG WR ORZHU 8 6 WD[DEOH LQFRPH

JRU WKH QLQH PRQWKY HQGHG 6HSWHPEHU WKH &RPSDQ\ UHFRUGHG D FXU
LQ &DQDGD WKH 8 6 DQG $VLD 3DFLILF 7KH LQFUHDVH LV GXH WR KLJKHU HD
GHGXFWLRQV WR FDOFXODWH WD[DEOH LQFRPH

2XU HIIHFWLYH WD[ UDWH LV D IXQFWLRQ RI WKH UHODWLRQVKLS EHWZHHQ WRW
EHIRUH LQFRPH WD[HV 7KH HIIHFWLYH WD[ UDWH GLIIHUV IURP WKH VWDWXWRU\
GLITHUHQW WD[ UDWHV EHWZHHQ MXULVGLFWLRQV QRQ WD[DEOH IRUHLJQ H[FKD
RWKHU WD[ OHJLVODWLRQ

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

'XULQJ WKH ILUVW KDOI RI ZH IXUWKHU GHILQHG RXU FDSLWDO DOORFDWLR
EDODQFH VKHHW HQDEOH IOH[LELOLW\ LQ ERWK KLJK DQG ORZ FRPPRGLW\ SUL
SURSRVLWLRQ 7KH &RPSDQ\!V FDSLWDO DOORFDWLRQ IUDPHZRUN HQDEOHV D VK
JORZ WR VKDUHKROGHUV ZLWK ORZHU OHYHU 1HW 'HEW WR $GMXVWHBURKIQGH )Z
DSSUR[LPDWHO\ WLPHYVY DW WKH ERWWRP RI WKH F\FOH

‘H H[SHFW WR IXQG RXU QHDU WHUP FDVK UHTXLUHPHQWY WKURXJK FDVK IURP |
VKHHW FDSDFLW\ 7KLV LQFOXGHV GUDZV RQ RXU FRPPLWWHG FUHGLW IDFLOLWL
ILOQDQFLDO RSSRUWXQLWLHYVY :‘H UHPDLQ FRPPLWWHG WR PDLQWDLQLQJ RXU LQ
ORRG\V!'V ,QYHVWRU 6HUYLFH '%56 /LPLWHG DQG )LWFK 5DWLQJV 7KH FRVW DQC
OLTXLGLW\ DQG FDSLWDO DUH GHSHQGHQW RQ FXUUHQW FUHGLW UDWLQJV DQG F

7TKUHH ORQW&KHSYQRHEREHU 1LQH O0R QMGEMES WHP EH U
PLOOLRQYV

&DVK JURP 8VHG ,Q

2SHUDWLQJ $FWLYLWLHV

,QYHVWLQJ $FWLYLWLHYV

1HW &DVK 3URYLGHG 8VHG %HIRUH )LQDQFLQJ $FWLYLWLHV
JLQDQFLQJ $FWLYLWLHYV

YJRUHLJQ ([FKDQJH *DLQ /RVV RQ &DVK DQG &DVK
(TXLYDOHQWY +HOG LQ )RUHLJQ &XUUHQF\

,QFUHDVH 'HFUHDVH LQ &DVK DQG &DVK (TXLYDOHQWV

6HSWHPEHU '"HFHPEHU
$V DW PLOOLRQV

&DVK DQG &DVK (TXLYDOHQWYV
7TRWDO 'HEW

YRU WKH WKUHH A-RSQWHKPE HIQ GFIDV K JHQH RBWHOWURWL. QFWIERPBOW HG ZL WK GXH
WR FKDQJHV LQ QRQ FDVKLZRHN LTSHEDS\MYQIMOBD QYW QLQH PRQWKV RI FDV
RSHUDWLQJLQFWHBRNEDIVHG ZLWK GXH WR D KRPKEHQ HGHIDRKH Q JL QDQ RQQF DFV K

ZRUNLQJ FDSLWDO DQG ORZHU LQWHIJUDWLRQ FRVWYV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



([FOXGLPR QWKL JHQ WXIDDRBHVW WHG ZR U N LELIDESH-EIOWHDRE ADVS$'\M FH P E H U

DGMXVWHG ZRUNLQJ FDSLWDO H[FOXGLQJ WKH FRQWLQJHQW SD\PHQW DQG DVVH!
ZDV ELOTHHRRUHDIW SULPDULMLPSXRMRRPWRIGLW\ SULFIDVHGYVBERQPHOWQ WKH 2SH
DQG )LQDQFLDO 5HVXOWVRUNE®Y I E@ RU\WERIHKIDREHIMKEF FRXQWYV UHFHLYDEOH DQG L
SDUWLDOO\ RIIVHW B\DKDEOHU LQFRPH WD]

2XDGMXVWHIG FOREMWBQOHD VHBIQORKRARSDUHG ZLWK -XQH DV ZH UHDOL]HG DFF
LQYHQWRU\ EDODQFHV IURP -XQH ZKHQ FRPPRGLW\ SULFHV ZHUH KLJKHU

‘H DQWLFLSDWH WKDW ZH ZLOO FRQWLQXH WR PHHW RXU SD\PHQW REOLJDWLRQV

&DVK XVHG LQ LQYHVKMLXH® MK WKLLHAG ZDAMD UWHU R1 O D URGRIFES BMRHHG 6 XIQWK V H
$FTXLVLWLRQ LQ DQG KLJKHU FDSLWDO VSHQGLQJ 7KH LQFUHDVH ZDV SDUWI
RXU UHWDLO IXHOV QHWZRUN LQ

&DVK XVHG LQ LQYHWWIRBQDW WH LWY WVQAMWH PRQWKYV RID L GCRRERXHKIGF DISWW D O
VSHQGLQJ DQG PATKKH VBDWDUR Y H G 7KH LQFUHDVH ZDV SDUWLDOO\ RIIVHW E\ FD
KLIJKHU SURFHHGV IURP GLYHVWLWXUHYV LQ DQG FKDQJHV LQ QRQ FDVK ZRUNL

Q WKMKLUG TXDUWHU ZH SXUFKDVHG XQVWHFXUHIGNVERMWHY EOSD @ HDEREIIR/QR I 86
SUHPL:86 PL D)OLRQ

$V SDUW RI RXU RYHUDOO GHOHYHUDJLQJ LQ WKH ILUVW QLQH PRQWKV RI ZH
( 3DL& PLOOMR G XUFKIBDUBD D RR XRXW SHUFHQW XQVHFXUHG QRWHV GXH LQ
XQVHEXUHG QRWHV GXH LQ Z8 W KPS OIOQHRIGSDIOS CP BYBIWVXRIRQ UHGHPSWLR
PLOOLRQ
( 3DLG PLOGMRGXUFKDVH WKH IXO0 DPRXQW RI RXU SHUFHQW XQVHFXUHG Q
PLOOLRQ
( 3DIB6 ELOWRRSXUFKDVH XQVHFXUHG QRWHV GXH EHWZHHQ DQG DV GL\

( 5HSDLGPLO@RRWKRUW WHUP ERUURZLQJV

,Q WKH QLQH PRQWKY HQGHG 6HSWHPEHL PLO FIRP®IR & VKOLIEI\ S K ERE YK R XU 1
YROXPH ZHLJKWHG DYHWHIH FRAAFRQRYKDUH [EU @IWRWROPRIQ VKDUHYV ZHUH VXEV
FDQFHOOHG

$GMXVWHG )XQGV )ORZ LV D QRQ *$$3 ILQDQFLDO PHDVXUH FRPPRQO\ XVHG LQ
FRPSDQ\!V DELOLW\ WR ILQDQFH LWV FDSLWDO SURJUDPV DQG PHHW LWV ILQDQ
PHDVXUH XVHG WR DVVLVW LQ PHDVXULQJ WKH DYDLODEOH IXQGV WKH &RPSDQ\ k
YORZ LV D QRQ *$$3 ILQDQFLDO PHDVXUH XVHG E\ WKH &RPSDQ\ WR GHOLYHU VKD
VKDUHKROGHU UHWXUQV SODQ ([FHVV JUHH )XQGV JORZ LV D QHZ PHWULF DV RI -

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



7TKUHH ORQW&KHSYQRHEREHU 1LQH O0R QMGEMES WHP EH U
PLOOLRQV

&DVK JURP 8VHG LQ 2SHUDWLQJ $FWLYLWLHV
$GG 'HGXFW
6HWWOHPHQW RI "HFRPPLVVLRQLQJ /LDELOLWLHYV
1HW &KDQJH LQ 1RQ &DVK :RUNLQJ &DSLWDO
$GMXVWHG )XQGV )ORZ
&DSLWDO ,QYHVWPHQW
JUHH )XQGV )ORZ
$GG 'HGXFW
%DVH 'LYLGHQGV 3DLG RQ &RPPRQ 6KDUHV
'LYLGHQGYV 3DLG RQ 3UHIHUUHG 6KDUHYV
6HWWOHPHQW RI '"HFRPPLVVLRQLQJ /LDELOLWLHV
3ULQFLSDO 5HSD\PHQW RI /HDVHV
$FTXLVLWLRQV 1HW RI &DVK $FTXLUHG
3URFHHGV JURP 'LYHVWLWXUHV 1HW RI &DVK 3DLG
([FHVV JUHH )XQGV )ORZ

7KUHH ORQWKV (QGHG
PLOOLRQV 6HSWHPEHU -XQH

(IFHVV JUHH )XQGV )ORZ

7DUJHW 5HWXUQ

/JHVV 3XUFKDVH RI &RPPRQ 6KDUHV 8QGHU 1&,%

5HWXUQV WR 6KDUHKROGHUY 8QGHU 2YHU 7DUJHW %HIRUH 9DULDEOH 'LYLGHQG

%DVHG RQ RXU FDSLWDO DOORFDWLRQ IUDPHZRUN DV D UHVXOW RI 1HW 'HEW DV DW -XQH DQC
WKDQ ELOOLRQ 7DUJHW 5HWXUQ ZDV GHWHUPLQHG WR EH SHUFHQW RI ([FHVV )UHH )XQGV )ORZ

/RQJ WHUP GHEW LQFOXGLQJ FXUUHEIS\8RPBHR QZDD/Q E 7RWERMPEEW DV DW
ELODQRQ ELOQIHRMBHFWKHHOHFUHDVH LQ ORQJ WHUP GHEW DQG 7RWDO 'HE
86 ELODQBQ PROBXRQXQVHFXUHG QRWHV LQ

$V BPMSWHPEHU ZH ZHUH LQ FRPSOLDQFH ZLWK DOO RI WKH WHUPV RI RXU GHEW D

7KH IROORZLQJ VRXUFHV RI GHSWEBRAMNWDLUH DYDLODEOH DV DW

PLOOLRQV ODWXULWPRXQW $YDLODEOH
&DVK DQG &DVK (TXLYDOHQWYV 1$
&RPPLWWHG &UHGLW )DFLOLW\

5HYROYLQJ &UHGLW )DFLOLW\ 7UDQFKH $ $XIXVW

5HYROYLQJ &UHGLW )DFLOLW\ 7UDQFKH % $XIXVW

8QFRPPLWWHG 'HPDQG )DFLOLWLHYV
&HQRYXV (QHUJ\ ,QF 1$
'5% S5HILQLQJ /3 1$
6XQULVH 2LO 6DQGV 3DUWQHUVKLS 1$

1R DPRXQWYV ZHUH GUDZQ RQ WKH FRPPLWWHG FUHGLW IDFLOLW\ DV DW 6HSWHPEHU

2XU XQFRPPLWWHG GHPDQG HDG [R) AKILHFYE LQBEDRBHWBUDZQ IRU JHRW WKH S XODBRDIFROQWLODEOH WR LV\
OHWWHUVS$KRI| RAIUGHHCSWHPEHU WKHUH ZHUH RXWVWD Q GRLLQDIOWHRF® WEHIY R| FWPHGIOR QY QMHIDWLQJ \
GLUHFW ERUURZLQJV

5HSUHVHQWY &HQRYXV V86 SHBEG QMY ISDRISRRIWLEQDW IR LOKIRWRHL. ODEOH WR FRYHU VKRUW WHUP Z|
UHTXLUHPHQWYV $V DWQFHBOWRREWY ZRHY W IGH\DH QDFLOLWLHV

$YDLODEOH IRU JARHUB @ IBXK SFRVERRXWQMW GHPDR G IDFLOLW\ DV DW 6HSWHPEHU

8QGHU WKH WHUPV RI RXU FRPPLWWHG FUHGLW IDFLOLW\ ZH DUH UHTXLUHG WR
GHEW DJUHHPHQWY SHHRWMWREWH-BEHGO EHORZ WKLV OLPLW

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



8 6 'ROODU 'HQRPLQDWHG 8QVHFXUHG 1RWHV DQG &DQDGLDQ 'ROODU 8QVHFXUHC

,Q 6HSWHPEHU ZHEISOMBREBUFKDVH D SRUWLRQ RI RXU XQVHFXUHG QRWHV 7
RXU XQVHFXUHG QRWHYV ZHUH SXUFKDVHG

SHUBXE@®W 86 PLOOLRQ
SHUFHQW GXH PLO®BRQ
SHUFHQW B&H PLOOLRQ
SHUFHQW GXH PLO®BRQ
SHUFHQW GXH PLOO&RQ
SHUFHQW GXH PLOO&RQ

AN AN AN AN S~

,Q WKH ILUVW TXDUWHU RPLO G\LERKS X NEKEDAEBS D RR RQYW SHUFHQW XQVHFXUHG Q
DQG SHUFHQW XQVHFXUHG QRWHV GXH LQ PLO CZURMKKSIULIOFR ©GOT R B B WORIW \F
ZH SDLGPLOGMRSXUFKDVH WKH IXO0 DPRXQW RI RXU SHUFHQW XQVHFXUHG QR

$ SUHPLXP RQ UHGHP S WIERQRIHFRUGHG LQ ILQDQFH FRVWY RQ WKH DERYH WUDQ\

$WHSWHPEHU WKH WRWDO RXWVWDQGLQJ SULQFLSDO DPRXQWS8RI 8 ELGRIOROPU Gl
DQG WKH WRWDO RXWVWDQGLQJ SULQFLSDO DPRXQW RI &BIQIDWIRD®N GROODU GHQF

8QVHFXUHG 1RWHYV

8 6 'ROODU&DQDGLDQ 'ROODU
'"HQRPLQDWHG 'HQRPLQDWHG

86 PLOOLRQV PLOOLRQV

$V DW '"HFHPEHU
3XUFKDVHYV
$V DW 6HSWHPEHU

%DVH 6KHOI BURVSHFWXYV

‘H KDYH D EDVH VKHOIl SURVSHFWXV WKDW DOG@RZV XV ORE RMIKHUHTXRPDWHRN WR
FXUUHQFLHVY RI GHEW VHFXULWLHV FRPPRQ VKDUHV SUHIHUUHG VKDUHV VXEV]
XQLWV LQ &DQDGD WKH 8 6 DQG HOVHZKHUH ZKHUH SHUPLWWHG E$WODX 7KH ED
6HSWHPEHU 86 ELOOHRQLQHG DYDLODEOH XQGHU WKH EDVH VKHOI SURVSHFW X\

86 ELOOIWRQLQJYV XQGHU WKH EDVH VKHOIl SURVSHFWXV DUH VXEMHFW WR P

‘H PRQLWRU RXU FDSLWDO VWUXFWXUH DQG ILQDQFLQJ UHTXLUHPHQWY XVLQ.
FRQVLN D 1HW '"HEW WR &DSLWDOL]DWLRQ 5DWLR 1HW 'HEW WR $GMXVWHG )XQGV
1HW '"HEW WR $GMXVWHG )XQGV )ORZ LV D QRZLIRWRIUWK B\ QWHOULPFKRQVROL G B W
6WDWHPHQWY IRU IXUWKHU GHWDLOV

‘H GHILQH 1HW 'HEW DV VKRUW WHUP ERUURZLQJV DQG WKH FXUUHQW DQG ORQJ
HTXLYDOHQWY DQG VKRUW WHUP LQYHVWPHQWY 7KH FRPSRQHQWV RI WKH UD!
$GMXVWHGH %G HIBQH &DSLWDOL]DWLR:H GHILQH $GMXVWHG )XQGV J)ORZ DV XVHG
$GMXVWHG )XQGV )ORZ 5DWLR DV FDVK IURP XVHG LQ RSHUDWLQJ DFWLYLWLH
FKDQJH LQ RSHUDWLQJ QRQ FDVK ZRUNLQJ FDSLWDO FDOFXODWHG RQ D WUDLOL
HDUQLQJV EHIRUH ILQDQFH FRV QWHUHVW LQFRPH LQFRPH WD[ H[SHQVH UHFR)
GRZQ JRRGZLOO LPSDLUPHQWY XQUHDOL]HG JDLQ ORVV RQ ULVN PDQDJHPHQV
PHDVXUHPHQW RI FRQWLQJHQW SD\PHQW JDLQ ORVV RQ GLYHVWLWXUH RI DVV
IURP HTXLW\ DFFRXQWHG DIILOLDWHYV FD O XMW HED WQRD \BUBLOVYIQE WRHOW HZDRG
SRVLWLRQ DQG DV PHDVXUHV RI RXU RYHUDOO ILQDQFLDO VWUHQJWK

$V DW 6HSWHPEHU '"HFHPEHU

1HW '"HEW WR &DSLWDOUWHDWLRQ 5DWLR
1HW '"HEW WR $GMXVWHG PXIQGV )ORZ 5DWLR
1HW '"HEW WR $GMXVWHBHW6,7'$ 5DWLR

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2XU 1HW 'HEW WR $GMXVWHG )XQGV )ORZ 5DWLR DQG RXD SIHWR [ HEDWW R\$ G MW V vH
WKH ERWWRP RI WKH FRPPRGLW\ SULFH F\FOH ZKLFK ZH EHOLHYH LV DSSURJ[LPI
SHULRGLFDOO\ RXWVLGH WKH UDQJH GXH WR IDFWRUV VXFK DV SHUVLVWHQWO\ I
KLJK OHYHO RI FDSLWDO GLVFLSOLQH DQG PDQDJH RXU FDSLWDO VWUXFWXUH WF
WKH HFRQRPLF F\FOH 7R HQVXUH ILQDQFLDO UHVLOLHQFH ZzZH PD\ DPRQJ RWKH
GRZQ RQ RXU FUHGLW IDFLOLWLHY RU UHSD\ H[LVWLQJ GHEW DGMXVW GLYLGHC
FDQFHOODWLRQ LVVXH QHZ GHEW RU LVVXH QHZ VKDUHYV

$V DW 6HSWHPEHU RXU 1HW GHIVD WA RIS M® @ L VDKV LHRRE B BRILRLD\ GXH W
KLJKHIW HDL@E ®RQIJRLQJI UHG X FGKLLR@V MK HHMUTIEOL. QJ WZHOYH PRQWK SHULRG

2XU 1HW 'HEW WR $GMXVWHG )XQGV )ORZ 5DWLGHFU FRPSDUFHFHPEHWMXVWHG (
DV D UHVXOW RI KLJKHU 2SHUDWLQJ ODUJLQ DQG ORZHU 1HW 'HEW LQ WKH W
5HVXOWV VHFWLRQ RI WKLV 0'$ IRU PRUH LQIRUPDWLRQ RQ 2SHUDWLQJ 0DUJLQ D

$V PWSWHPEHU KHUH ZHUH WSSUR[RPO® RPPRQ VKDUHV 'HFHPEHU
PLO FRPPRQ VKDURYC SUHIHUUHG VKDU'HFHPEHU PLC SUHIHUUHG VKDUHV 5F
WRRWHI WKH LOWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IRU IXUWKHU C

,Q 1IRYHPEHU ZH FRPPHQFHG D 1&,% IR UPIMK®ILBRKH KERPE RO \X\E MRPPRQ VKDU
1RYHPEHU ,Q WKH ILUVW QLQH PROWMMW PLOG&RRR®RRVVEOWHIDORIGR Q
\HDU HQGHG 'HFHPEHU PLOOLRQ FRPPRQ VKDUHV IRU PLOOLRQ DV
SHU FRPPRQ VKDUH 7KH FRPPRQ VKDUHV ZHUH VXEVWRXHRWHPEFRDQFHO O H&H QR R,
SXUFKDVHG DQ PGGMRMEPRROVKDUHRLORPERQRY XV SXUPKDUARBRPRQ VKDUHV IRU

ELOORRQWKH FRPPHQFHPHQW RI RXU 1&,% WR 1RYHPEHU 2XU H[LVWLQJ
1RYHPEHU WKH %RDUG DSSURYHG ILOLQJ DQ DSSOLFDWLRQ ZLWK WKH 76; V
&RPSDQ\!V SXEOLF IORDW RU DSSUR[LPDWHO\ P MDZH.ARYQH RA RV KK \&: RRRGSFTHQ D § SRR
WKH 76;

$V PMSWHPEHU WKHUH ZHUH DS8UR @IFR®YYOL :DUUDQ '"HFHPEHU QGRRQAOLRAQ

&HQRYXV (DFK &HQRYXV :DUUDQW HQWLWOHV WKH KROGHU WR DFTXLUH RQH F
GDWH RI LVVXH DW I SHU FRPPRQ VKDUH 7KH &HQRYXV :DUUDQWYV H[SLUH R
I1RWHRI WKH LOQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IRU IXUWKHU GH

5HIHU WR RRWKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IRU IXUW
SHUIRUPDQFH VKDUH XQLW UHVWULFWHG VKDUH XQLW DQG GHIHUUHG VKDUH XQlI

2XU RXWVWDQGLQJ \Z\ bUH GDWD LV DV IROOR

8QLWV 2XWVWD®GLWY ([HUFLVDEOH
$V DW 2FWREHU WKRXVDQGYV WKRXVDQGYV

&RPPRQ 6KDUHV 1%
&HQRYXV :DUUDQWYV 1$
6HULHYVY 3UHIHUUHG 6KDUHV 1$
6HULHYVY 3UHIHUUHG 6KDUHV 1$
6HULHYVY 3UHIHUUHG 6KDUHV 1$
6HULHYVY 3UHIHUUHG 6KDUHV 1$
6HULHYVY 3UHIHUUHG 6KDUHV 1$

6WRFN 2SWLRQV
2WKHU 6WRFN %DVHG &RPSHQVDWLRQ 30DQV

&RPPRQ 6KDUH 'LYLGHQGV

,Q WKH WKLUG TXDUWHU RI Z HP 8 D BHRED \BHH G IFVRIPPHR@QGWKBIURHL O RILR Q
SHU FRPPRQ VKDUH ,Q WKH ILUVW QLQH PROQWKYLROGRURQZHSIBDLKREPRQ GKNPUGEH
PLO®RIURQ SHU FRPPRQ VKDUH

7KH %RDUG GHFOXDHG/ BUI EDYWKGLSHGHRREP RRQ VKDUHFIS®EBBEOH WR FRPPRQ
VKDUHKROGHUV'RFHPMERUG DV DW

7KH %RDUG GHFODUHG D IRXUWK TXBUHW HWR FPRQ DVEK®HHEA FHIDESBHEXACCHRRQF RP PR Q
VKDUHKROGHUV IRIYBIPERIWG DV DW

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



7KH GHFODUDWLRQ RI FRPPRQ VKDUH GLYLGHQGV LV DW WKH VROH GLVFUHWLRQ

&XPXODWLYH 5HGHHPDEOH 3UHIHUUHG 6KDUH 'LYLGHQGV

,Q WKH WKUHH DQG QLQH PRQWKYV HQGHGP&IOIMRPEHOOURQYSHEBWYYEBQGHBH SDLC

VHULHV DQG SUHIHUUHG VKDUHV 7KH GHFODUDWLRQ RI SUHIHUUHG VKD

DQG LV FRQVLGHUHG TXDUWHUO\ 7KH %RDUG GHFODUHG D IRXUWK TXDUWHU GL
PLOOSR®EO®XRIU\ WR SUHIHUUHG VKDUHKRPHAHEHURI UHFRUG DV R

2XU FDSLWDO SURJUDP LV IR EHPOIDVR QVR QR XEH )EKISEOR @DSLWDO ,QYHVWPHQ\
PDLQWDLQLQJ VDIH DQG UHOLDEOH RSHUDWLRQV ZKLOH SRVLWLRQLQJ WKH &RP
DQQXDO XSVWUHDP SURGXFWLW®&RXR DY® YRIHS EHWGEZIHHIQ G * MYK-RX WIXQIGL @ B [ GHQ
DW WKH 7ROHGR 5HILQHU\ ZH QRZ H[SHFW RXU GRZQVWUHDP FUXGH RLO WKURXJ
WKRXVDQG EDUUHOV SHU GD\ WR WKRXVDQG EDUUHOV SHU GD\ LQ

‘H KDYH REOLJDWLRQV IRU JRRGY DQG VHUYLFHVY HQWHUHG LQWR LQ WKH QRUPD
WUDQVSRUWDWLRQ DJUHHPHQWY DQG REOLJDWLRQV WKDW KDYH RULJLQDO PD!
LQIRUPDWLRQ WRINVKRWIQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

2XU WRWDO FRPPLWPH OOV ZPEWHPEHU RI ZKLFKELODURQRU YDULRXV WUDQVSRU
VWRUDJH FRPPLWPHQO®RUBRQ®RU IXHO SXUFKDVH FRPPLWPHQWY 7UDRNVNCGABURMDWLR
WKDW DUH VXEMHFW WR UHJXODWRU\ DSSURYDO RU KDYH EHHQ DSSURYHG EXW
WR WKH GDWH RI FRPPHQFHPHQW DQG VKRXOG KHOS DOLJQ ZLWK WKH &RPSDQ\!V

2XU FRPPLWPHQWVH6HISWKHHREHUDMWQFOXGHLOOHRQWHG WR WUDQVSRUWDWLRQ VWF
WHUP FRQWUDFWYV

$V BWSWHPEHU RXWVWDQGLQJ OHWWHUV RI FUHGLW LVVXHG DV VHFXULW\ IRU
PLOOHRK)PEHU PLOOLRQ

‘H DUH LQYROYHG LQ D OLPLWHG QXPEHU RI OHJDO FODLPV DVVRFLDWHG ZLWK
OLDELOLWLHVY WKDW PLJKW DULVH IURP VXFK PDWWHUV WR WKH H[WHQW QRW
LOQWHULP &4RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7TUDQVDFWLRQV ZLWK +0/3 DUH UHODWHG SDUW\ WUDQVDFWLRQV DV ZH KDYH D
WKH DVVHWYVY KHOG E\ +0/3 ZH SURYLGH PDQDJHPHQW VHUYLFHV IRU ZKLFK ZH
FROQWUDFWRU IRU +0/3 DQG FRQVWUXFW LWV DVVHWYV)RQ WKHRW® UGHFRRGW\KED VL
HQGH6KBSWHPEHU ZH FKDUJHG POOBMURE PLOOURYSHFWLYHO\ IRU FRQVWUXFWLRQ
VHUYLFHYV PLODIOR PLOOURWYSHFWLYHO\

'H SD\ DQ DFFHVV IHH WR +0/3 IRU WKH XVH RI LWV SLSHOLQH V\VWHPV WKDW DU|

WUDQVSRUWDWLRQ DQG VWRURL I PR QWKW WEBREEE K HZ W K QHF B WDLOHEG PAROVON R @ |

DQG PLOOULHROQSHFWLYHO\ IRU WKH XVH RI +0/3!'V SLSHOLQH V\VWHPV DV ZHOO I
PLO®IOR) PLOOWRWSHFWLYHO\

5,6. 0$1$*(0(17 $1' 5,6. )$&7256

JRU D IXOO0O XQGHUVWDQGLQJ RI WKH ULVNV WKDW LPSDFW XV WKH IROORZLQJ
ODQDJHPHQW DQG 5LVN )DFWRUV VHFWLRQ RI RXU DQQXDO 0" $

'H DUH H[SRVHG WR D QXPEHU RI ULVNV WKURXJK WKH SXUVXLW RI RXU VWUDWI
LQGXVWU\ DV D ZKROH DQG RWKHUV DUH XQLTXH WR RXU RSHUDWLRQV 7KH LPS
DIIHFW DPRQJ RWKHU WKLQJV RXU EXVLQHVV UHSXWDWLRQ ILQDQFLDO FRQG
UHGXFH RU UHVWULFW RXU DELOLW\ WR SXUVXH RXU VWUDWHJILF SULRULWLHYV
UHVSRQG WR FKDQJHV LQ RXU RSHUDWLQJ HQYLURQPHQW SD\ GLYLGHQGV WR RX
1&,% DQG IXOILOO RXU REOLJDWLRQV LQFOXGLQJ GHEW VHUYLFLQJ UHTXLUHP#
VHEXULWLHV

7KH IROORZLQJ SURYLGHY DQ XSGDWH RQ RXU ULVNYV
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'LYLGHQG 3D\PHQWY DQG 3XUFKDVH RI 6HFXULWLHV

7KH SD\PHQW RI GLYLGHQGVY ZKHWKHU EDVH RU YDULDEOH WKH FRQWLQXDWLR
SXUFKDVH E\ &HQRYXV RI RXU VHFXULWLHV LV DW WKH GLVFUHWLRQ RI RXU %RD
SHUIRUPDQFH GHEW FRYHQDQWYV VDWLVI\LQJ VROYHQF\ WHVWV RXU DELOLW\

FDSLWDO UHTXLUHPHQWYVY IXWXUH WD[ REOLJDWLRQV IXWXUH FDSLWDO UHTXLUF
VHW IRUWK LQ WKLV 0' $ DQG LQ RXU DQQXDO 0' $

6SHFLILFDOO\ LQ FRQQHFWLRQ ZLWK &HQRYXV V XSGDWHG FDSLWDO DOORFD
VKDUHKROGHUY DV D SHUFHQWDJH RI ([FHVV )UHH )XQGV J)ORZ WKURXJK VKDUH
WKH SUHFHGLQJ TXDUWHU HQG DV GHVFULEHG LQ WKH 2YHUYLHZ RI &HQRYXV
YDULDEOH GLYLGHQG SD\PHQWYV LI DQ\ PD\ YDU\ VLIQLILFDQWO\ RYHU WLPH DV
RlI VKDUH EX\EDFNV DQG RWKHU IDFWRUV LQKHUHQW ZLWK RXU FDSLWDO DOORI
GLYLGHQGY UHPDLQVY DW WKH GLVFUHWLRQ RI RXU %RDUG DQG GHSHQGHQW RQ
&RPSDQ\ FDQ SURYLGH QR DVVXUDQFH WKDW LW ZLOO FRQWLQXH WR SD\ EDVH F
FXUUHQW UDWH RU DW DOO

JXUWKHU WKH LQGLYLGXDO RU DJJUHJDWH DPRXQW RI EDVH RU YDULDEOH GLYLC
LQ DGMXVWPHQWY WR WKH H[HUFLVH SULFH DQG WKH H[FKDQJH EDVLV WKH QXPE
H[HUFLVHG Rl WKH &HQRYXV :DUUDQWYV XQGHU WKH WHUPV RI WKH LQGHQWXUH
LPSDFW WKH YDOXH UHFHLYHG E\ &HQRYXV XSRQ WKH H[HUFLVH RI &HQRYXV I
FRPPRQ VKDUHV RQ WKH H[HUFLVH RI &HQRYXV :DUUDQWY ZKLFK PD\ KDYH D IXl
VKDUHKROGHUV RI &HQRYXV DQG RQ &HQRYXV V HDUQLQJV SHU VKDUH

&RPPRGLW\ BULFHV

JOXFWXDWLRQV LQ FRPPRGLW\ SULFHVY DVVRFLDWHG SULFH GLIIHUHQWLDOV DQC
RSHUDWLRQV FDVK IORZV JURZWK DFFHVV WR FDSLWDO RXU OHYHO RI VKDUHEK
RXU H[SRVXUH WR FRPPRGLW\ SULFH ULVN WKURXJK WKH LQWHJUDWLRQ RI RXU E
DFFHVV FRPPLWPHQWY UHQHZDEOH SRZHU FRQWUDFWYV DQG JHQHUDOO\ WKURX
LQVWDQFHV ZH XVH ILQDQFLDO LQVWUXPHQWY WR PDQDJH RXU H[SRVXUH WR SU|
DQG QDWXUDO JDV SURGXFWLRQ DQG UHODWHG3URYHRWRW\ RH KRGXPOIVRL R VIR
LQVWUXPHQWY WR PDQDJH RXU RYHUDOO H[SRVXUH WR YRODWLOLW\ LQ FDVK IOF
RGSULO ZH VXVSHQGHG RXU FUXGH RLO VDOHV SULFH ULVN PDQDJHPHQW DFWL)
E\ WKLV GHFLVLROQXDHUH FORVHG E\

5LVNV $VVRFLDWHG ZLWK '"HULYDWLYH )LQDQFLDO ,QVWUXPHQWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY H[SRVH XV WR WKH ULVN WKDW D FRXQW
SDUWLDOO\ PLWLIJDWHG WKURXJK FUHGLW H[SRVXUH OLPLWV JIUHTXHQW DVV
DUUDQJHPHQWY DV RXWOLQHG LQ RXU %YRDUG DSSURYHG &UHGLW 3ROLF\

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWY DOVR H[SRVH XV WR WKH ULVN RI D OR)
LQVWUXPHQWY RU LI ZH DUH XQDEOH WR IXOILOO RXU GHOLYHU\ REOLJDWLRQV L
PDQDJHG WKURXJK KHGJLQJ OLPLWY DXWKRUL]JHG DFFRUGLQJ WR RXU ODUNHW 5L

$OWKRXJIK ZH KCRHWXEKRLO wHoBHY WS VN PDQDJHPHQW DFWLYLWLHY UHODWHG WR

UHODWHG WR RXU FRQGHQVDWH IHHGVWRFN DQG UHILQHG SURGXFW SULFH U
RXWVWDQGLQJ DQG ZLOO FRQWLQXH WR EH XVHG LQ DGGLWLRQ WR $VOHFWULFL
VXFK ZH ZLOO EH H[SRVHG WR WKH ULVN RI D ORVV IURP DGYHUVH FKDQJHV LQ V
ILQDQFLDO LQVWUXPHQWY PD\ DOVR OLPLW WKH EHQHILW WR XV LI FRPPRGLW
JOXFWXDWLRQV LQ WKH SULFH RI :7, PD\ KDYH D ODUJHU LPSDFW RQ RXU ILQDQF
DFFHVV WR FDSLWDO RXU OHYHO RI VKDUHKROGHU UHWXUQVY DQG RXU FRVW RI E
RXU FUXGH RLO VDOHV SULFH ULVN PDQDJHPHQW DFWLYLWLHVY UHODWHG WR

FODVVLILFDWLRQ DVVXPSWLRQV PDGH LQ WKH FDOFXODWLRQ RI IDLU YDOXH I
PDQDJHPHQW RI WKRVHDRQVWR WKH LRWHVLP &RQVROLGDWHG )LQDQFLDO 6WDWH

,PSDFW RI )LQDQFLDO 5LVN ODQDJHPHQW $FWLYLWLHV

&HQRYXYVY PDNHV VWRUDJH DQG WUDQVSRUWDWLRQ GHFLVLRQV FRQVLGHULQJ R
VWRUDJH DQG SLSHOLQH DVVHWV WR RSWLPL]JH SURGXFW PL[ GHOLYHU\ SRLQWYV
,Q RUGHU WR SULFH SURWHFW RXU LQYHQWRULHYV DVVRFLDWHG ZLWK VWRUDJI
DOLJQPHQW DQG YRODWLOLW\ PDQDJHPHQW VWUDWHJILHY LQFOXGLQJ ULVN PDQ
DQG LPSURYH FDVK IORZ VWDELOLW\
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,Q D ULVLQJ FRPPRGLW\ SULFH HQYLURQPHQW ZH ZRXOG H[SHFW WR UHDOL]JH O
JDLQV RQ WKH XQGHUO\LQJ SK\VLFDO LQYHQWRU\ VROG LQ WKH SHULRG DQG
HQYLURQPHQW ,Q WKH WKUHH DQG QLQH PHR QW K X UNEEHIPHEH DWQIEP BHDOL]HG O
UHVSHFWQYRXOV ULVN PDQDJHPHQW SRVLWLRQV GXH WR WKH VHWWOHPHQW RI E|
FRQWUDFW SULFH\O RRXWDQPFHR/BHAWE YO\ RQ WKH XQGHUO\LQJ SK\VLFDO LQYHQ!
FKDQJLQJ EHQFKPDUN SULFHV

7TUDQVDFWLRQV W\SLFDOO\ VSDQ DFURVV SHULRGV DV VXFK WKHVH WUDQVDF
PDQDJHPHQW $V WKH ILQDQFLDO FRQWUDFWY VHWWOH WKH\ ZLOO IORZ IURP XQ

&5,7,&%/ $&&2817,1* -8'*0(176 (67,0%$7,21 81&(57%$,17,(6 $1' $&&2817,

ODQDJHPHQW LV UHTXLUHG WR PDNH HVWLPDWHY DQG DVVXPSWLRQV DV ZHOO D
WKDW FRXOG KDYH D VLIJQLILFDQW LPSDFW RQ RXU ILQDQFLDO UHVXOWYV $FWXD(
EH PDWHULDO 7KH HVWLPDWHY DQG DVVXPSWLRQV XVHG DUH VXEMHFW WR XS
LOQIRUPDWLRQ 2XU FULWLFDO DFFRXQWLQJ SROLFLHVY DQG HVWLPDWHY DUH UHYL
GHWDLOV RQ WKH EDVLV RI SUHSDUDWLRQ DQG RXU VLIJQLILFDQW DFFRXQWLQJ S
JLODQFLDO 6WDWHPHQWYV IRU WKH \HDU HQGHG 'HFHPEHU

&ULWLFDO MXGJPHQWY DUH WKRVH MXGJPHQWYV PDGH E\ ODQDJHPHQW LQ WKH SU
VLIJQLILFDQW HIIHFW RQ WKH DPRXQWV UHFRUGHG LQ RXU DQQXDO DQG LQWHUL
VRXUFHV Rl HVWLPDWLRQ XQFHUWDLQW\ FDQ EH IRXQG LQ RXU DQQXDO &RQ\
'"HFHPEHU 7KHUH KDYH EHHQ QR FKDQJHV WR RXU FULWLFDO MXGJPHQWV X
RI PHDVXUHPHQW XQFHUWDLQW\ GXULQJ WKH QLQH PRQWKY HQGHG 6HSWHPEHU

$ QXPEHU RI QHZ DFFRXQWLQJ VWDQGDUGY DPHQGPHQWV WR DFFRXQWLQJ VWD
SHULRGV EHJLQQLQJ RQ RU DIWHU -DQXDU\ EXW DUH QRW PDWHULDO WR &
DFFRXQWLQJ VWDQGDUGY RU LQWHUSUHWDWLRQV LVVXHG GXULQJ WKH QLQH PR
PDWHULDO LPSDFW RQ WKH &RPSDQ\!V LQWHULP &RQVROLGDWHG )LQDQFLDO 6WD

&21752/ (19,5210(17

ODQDJIJHPHQW LQFOXGLQJ RXU 3UHVLGHQW  &KLHI ([HFXWLYH 2IILFHU DQG ([HFX\
WKH GHVLJQ DQG HIIHFWLYHQHVYV RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UH
#'&« 33 DV DW 6HSWHPEHU ,Q PDNLQJ LWV DVVHVVPHQW ODQDJHPHQW XV
Rl WKH 7UHDGZD\ &RPPLVVLRQ )UDPHZRUN LQ ,QWHUQDO &RQWURO ,QWHJUDYV
HITHFWLYHQHVV RI ,&)5 %DVHG RQ RXU HYDOXDWLRQ ODQDJHPHQW KDV FRQFO.
6HSWHPEHU

,QWHUQDO FRQWURO V\VWHPV QR PDWWHU KRZ ZHOO GHVLJQHG KDYH LQKHUHQ)\
EH HIIHFWLYH FDQ SURYLGH RQO\ UHDVRQDEOH DVVXUDQFH ZLWK UHVSHFW WR
SURMHFWLRQV RI DQ\ HYDOXDWLRQ RI HIITHFWLYHQHVV WR IXWXUH SHULRGV DUH
EHFDXVH Rl FKDQJHV LQ FRQGLWLRQV RU WKDW WKH GHJUHH RI FRPSOLDQFH ZLV

$'9,625<

%DUUHOV RI 2LODWXUDDOHIMVYROXPHY KDYH EHHQ FRQYHUWHG WR %2( RQ WKH
PLVOHDGLQJ SDUWLFXODUO\ LI XVHG LQ LVRODWLRQ $ FRQYHUVLRQ UDWLR R
FRQYHUVLRQ PHWKRG SULPDULO\ DSSOLFDEOH DW WKH EXUQHU WLS DQG GRHV Q
WKH YDOXH UDWLR EDVHG RQ WKH FXUUHQW SULFH RI FUXGH RLO FRPSDUHG ZL
HTXLYDOHQF\ FRQYHUVLRQ UDWLR RI XWLOL]JLQJ D FRQYHUVLRQ RQ D EDVL

7KLV GRFXPHQW FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY DQG RWKHU LQIRUP
WKH &RPSDQ\V FXUUHQW H[SHFWDWLRQV HVWLPDWHY DQG SURMHFWLRQV PDGH!
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KLVWRULFDO WUHQGY $OWKRXJK WKH &RPSDQ\ EHOLHYHV WKDW WKH H[SHFWDW
UHDVRQDEOH WKHUH FDQ EH QR DVVXUDQFH WKDW VXFK H[SHFWDWLRQV ZLOO Sl

7KLV IRUZDUG ORRNLQJ LQIRUPDWLRQ LV LGHQWLILHG E\ ZRUGV VXFK DV #DQW
#FRXOG$ #HVWLPDWHS$ #H[SHFWS$ #IRFXV$ #IRUHFDVWS$ #IXWXUHS$ #PD\$ #REN
#SURMHFW$ #VHHNS$ #WDUJHWS$ DQG #ZLOO$ RU VLPLODU H[SUHVVLRQV DQG L
OLPLWHG WR VWDWHPHQWYV DERXW GHOLYHULQJ YDOXH RYHU WKH ORQJ WHUP

UHWXUQV UHWXUQLQJ LQFUHPHQWDO FDSLWDO WR VKDUHKROGHU EH\RQG WKH

JORZ XQGHU WKH FDSLWDO DOORFDWLRQ IUDPHZRUN GHOHYHUDJLQJ WKH EDOD
GLYLGHQG GLVWULEXWLRQV DSSO\LQJ IRU DSSURYDO WR FRQGXFW D QHZ 1&,%
OHDGHUVKLS WKH &RPSDQ\!V WDUJHWV IRU HDFK RI LWV ILYH (6* IRFXV DUHDYV
JURZWK WKURXJK SULFLQJ F\FOHV GDLO\ DQQXDO XSVWUHDP SURGXFWLRQ DQ
G\QDPLFV WR DVVHVV PDQDJHPHQW RI XSVWUHDP SURGXFWLRQ PRQLWRULQJ
UHILQHU\ UXQ UDWHV IXQGLQJ QHDU WHUP FDVK UHTXLUHPHQWY DQG PHHWLQJ S
UDWLQJV 'HEW UHGXFWLRQ DQG 'HEW DQG 1HW 'HEW WDUJHWV GLVFLSOLQHG F
VWDJHV Rl WKH HFRQRPLF F\FOH VWUHQJWKHQLQJ DQG PDLQWDLQLQJ D VWURQJ
SULFH HQYLURQPHQWYV PDQDJLQJ FDSLWDO VWUXFWXUH 1HW 'HEW WR $GMXVWH
FRVW VDYLQJV DQG UHGXFWLRQV FRVW VWUXFWXUH LQWHUHVW H[SHQVH ILQD!
GULYH LQFUHPHQWDO FDSLWDO RSHUDWLQJ DQG JHQHUDO DQG DGPLQLVWUDWL)Y
UHGXFLQJ FRQGHQVDWH FRVWV DVVRFLDWHG ZLWK KHDY\ RLO WUDQVSRUWDWLRC
WKH EDVH GLYLGHQG DW 86 :7, SHU EDUUHO PD[LPL]LQJ YDOXH UHFHLYHG IRU
KHDY\ FUXGH RLO GLIIHUHQWLDOV SDUWLDOO\ PLWLJDWLQJ WKH LPSDFW RI H[SF
GLIIHUHQWLDOV DQG UHILQLQJ PDUJLQV PDQDJLQJ XSVWUHDP SURGXFWLRQ UDW
DQG PDQGDWHG SURGXFWLRQ FXUWDLOPHQWY DQG FUXGH RLO GLIIHUHQWLDOV
FRQWLQXHG XVH RI ILQDQFLDO LQVWUXPHQWY WR PLWLJDWH H[SRVXUH WR YDUL
SULFH ULVN PDQDJHPHQW IRU UHILQLQJ RSHUDWLRQV DQG SURGXFWV LQFOXG
GULOOLQJ DFWLYLW\ DVVHW LQWHJULW\ DQG HPLVVLRQV LQLWLDWLYHV LQ WKH
ILHOGV RU SURMHFWV ILQDQFLDO UHVLOLHQFH DGMXVWLQJ FDSLWDO DQG RSH
H[LVWLQJ GHEW DGMXVWLQJ GLYLGHQGYV SDLG WR VKDUHKROGHUV SXUFKDVLQJ
RU LVVXLQJ QHZ VKDUHV IXWXUH FDSLWDO LQYHVWPHQW IRU PDLQWDLQLQJ VDI
VXVWDLQLQJ GULOOLQJ SURJUDPV LQ WKH FRQYHQWLRQDO VHIJPHQW WKH 6XSHU
'KLWH 5RVH SURMHFW UHILQLQJ RSHUDWLRQV DQG UHOLDELOLW\ DQG GHERWWO
FDSDFLW\ WKH VWDWXV DQG WLPLICRORIGFDAV REE RUKMXDRWHER HOTEK IEVHQH I LWV

WKURXJKSXW WKHUHIURP DSSO\LQJ WKH &RPSDQ\!V RSHUDWLQJ PRGHO DW 6XQ
FDSLWDO H[SHQGLWXUH UHTXLUHG WR DFKLHYH ILUVW RLO IRU WKH :HVW :KLWH

SURGXFWLRQ WKURXJK WR WKH VDOH Rl ILQLVKHG SURGXFWV VXFK DV WUDQ
GLYHUVLILFDWLRQ WKH ZLQWHU GULOOLQJ SURJUDP LQ WKH &RQYHQWLRQDO EX'
5RVH SURMHFW DQG DFKLHYLQJ ILUVW DQG SHDN RLO WKHUHIURP WKH UHWXU
RIIORDGLQJ XQLW IRU WKH 7HUUD 1RYD $/( SURMHFW ILUVW JDV SURGXFWLRQ
FRQVWUXFWLRQ RI SURGXFWLRQ IDFLOLWLHY DQG SURGXFWLRQ WKHUHIURP OLD
FRPPRGLWLHY DQG WKH &DQDGLDQ GROODU DQG WKH HIITHFWV WKHUHRI RQ &HQR

5HDGHUV DUH FDXWLRQHG QRW WR SODFH XQGXH UHOLDQFH RQ IRUZDUG ORRNL(
PDWHULDOO\ I[IURP WKRVH H[SUHVVHG RU LPSOLHG

'"HYHORSLQJ IRUZDUG ORRNLQJ LQIRUPDWLRQ LQYROYHV UHOLDQFH RQ D QXPEHL
XQFHUWDLQWLHY VRPH RI ZKLFK DUH VSHFLILF WR WKH &RPSDQ\ DQG RWKHUYV
DVVXPSWLRQV RQ ZKLFK WKH IRUZDUG ORRNLQJ LQIRUPDWLRQ LV EDVHG LQFOX(
QDWXUDO JDV OLTXLGV FRQGHQVDWH DQG UHILQHG SURGXFWV SULFHV OLJKW |
UHDOL]JH WKH DQWLFLSDWHG EHQHILWY DQG DQWLFLSDWHG FRVW V\QHUJLHV RI W
WR VXFFHVVIXOO\ LQWHJUDWH WKH OHJDF\ +XVN\ EXVLQHVV ZLWK LWV RZQ DQ
DVVHVVPHQWY XQGHUWDNHQ LQ FRQQHFWLRQ ZLWK WKH $UUDQJHPHQW RU RW
YROXPHV SURMHFWHG FDSLWDO LQYHVWPHQW OHYHOV WKH IOH[LELOLW\ RI FD
DEVHQFH RI VLIJQLILFDQW DGYHUVH FKDQJHV WR JRYHUQPHQW SROLFLHV OHJLVC
,QGLJHQRXV UHODWLRQV LQWHUHVW UDWHV LQIODWLRQ IRUHLJQ H[FKDQJH UD
FUXGH RLO DQG QDWXUDO JDV 1*/V FRQGHQVDWH DQG UHILQHG SURGXFWV WKE
ZKLFK WKH &RPSDQ\ RSHUDWHVY WKH DEVHQFH RI VLIQLILFDQW GLVUXSWLRQ RI R
GLVDVWHU DFFLGHQW FLYLO XQUHVW RU RWKHU VLPLODU HYHQWY WKH SUHYD
DFKLHYHPHQW RI IXUWKHU FRVW UHGXFWLRQV DQG VXVWDLQDELOLW\ WKHUHRI |
IXWXUH LPSURYHPHQWYV LQ DYDLODELOLW\ Rl SURGXFW WUDQVSRUWDWLRQ FDS
FDSLWDOL]DWLRQ RYHU WKH ORQJ WHUP RSSRUWXQLWLHVY WR SXUFKDVH VKDUH
VXIILFLHQF\ Rl FDVK EDODQFHV LQWHUQDOO\ JHQHUDWHG FDVK IORZV H[LVWL(
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SRUWIROLR DQG DFFHVV WR FDSLWDO DQG LQVXUDQFH FRYHUDJH WR SXUVXH DQ
SODQV DQG GLYLGHQGY LQFOXGLQJ DQ\ LQFUHDVH WKHUHWR SURGXFWLRQ IU
HFRQRPLF KHGJH IRU WKH QDWXUDO JDV UHTXLUHG DV D IXHO VRXUFH DW ER\
UHDOL]DWLRQ RI H[SHFWHG FDSDFLW\ WR VWRUH ZLWKLQ WKH &RPSDQ\!V RLO VD
&RPSDQ\ ZLOO EH DEOH WR WLPH SURGXFWLRQ DQG VDOHV RI RXU LOQYHQWRU\ DV
VWRUDJH FDSDFLW\ KDV LPSURYHG DQG IXWXUH FUXGH RLO GLIIHUHQWLDOV KDY
ODUJHO\ WLHG WR JOREDO VXSSO\ IDFWRUVY DQG KHDY\ FUXGH SURFHVVLQJ FDSD
VWRUDJH H[LVWLQJ SLSHOLQH FRPPLWPHQWY FUXGH E\ UDLO ORDGLQJ FDSDFLYV
SRUWLRQ RI WKH &RPSDQ\!V :&6 FUXGH RLO YROXPHV DJDLQVW ZLGHU GLIITHUHQ\
IDFLOLWLHYVY RQ DQ XQFRQVWUDLQHG EDVLV HVWLPDWHYV RI TXDQWLWLHV Rl RLC
VRXUFHVY QRW FXUUHQWO\ FODVVLILHG DV SURYHG WKH DFFXUDF\ RI DFFRXQWLQ
QHFHVVDU\ UHJXODWRU\ DQG SDUWQHU DSSURYDOV WKH VXFFHVVIXO WLPHO\
GHYHORSPHQW SURMHFWV RU VWDJHV WKHUHRI WKH &RPSDQ\!'V DELOLW\ WR JF
REOLJDWLRQV HVWLPDWHG DEDQGRQPHQW DQG UHFODPDWLRQ FRVWV LQFOXGL
&RPSDQ\!V DELOLW\ WR REWDLQ DQG UHWDLQ TXDOLILHG VWDII DQG HTXLSPHQV
DELOLW\ WR FRPSOHWH DFTXLVLWLRQV DQG GLVSRVLWLRQV LQFOXGLQJ ZLWK Gl
DFFXUDF\ RI FOLPDWH VFHQDULRY DQG DVVXPSWLRQV LQFOXGLQJ WKLUG SDUW!
LPSOHPHQW DOO WHFKQRORJ\ DQG HTXLSPHQW QHFHVVDU\ WR DFKLHYH H[SHFWH
HPLVVLRQV WDUJHWY DQG DPELWLRQV DQG WKH FRPPHUFLDO YLDELOLW\ DQG
WHFKQRORJ\ DQG SURGXFWV FRQWLQXLQJ FROODERUDWLRQ ZLWK WKH JRYHUQ|I
DOLIJQPHQW RI UHDOL]JHG :&6 DQG :&6 SULFHV XVHG WR FDOFXODWH WKH YDULL
IRUHFDVW LQIODWLRQ DQG RWKHU DVVXPSWLRQV LQKHUHQW LQ WKH &RPSDQ\!V
EHORZ WKH DYDLODELOLW\ RI ,QGLJHQRXV RZQHG RU RSHUDWHG EXVLQHVVHV D
DQG XQFHUWDLQWLHY GHVFULEHG IURP WLPH WR WLPH LQ WKH ILOLQJV WKH &RP

JXLGDQFH DV XSGDWHG -XO\ DQG DYDLODEOH RQ FHQRYXV FRP DVVX
SULFHV RI1 86 SHU EDUUHO :&6 RI 86 SHU EDUUHO 'LITHUHQWLDO
QDWXUDO JDV SULFHV RI SHU WKRXVDQG FXELF IHHW &KLFDJR FUDFN
UDWH RI 86 ?&

7KH ULVN IDFWRUV DQG XQFHUWDLQWLHV WKDW FRXOG FDXVH WKH &RPSDQ\!V D
LQIRUPDWLRQ LQFOXGH EXW DUH QRW OLPLWHG WR WKH HIIHFW RI WKH &29,
&RPSDQ\!V EXVLQHVV LQFOXGLQJ DQ\ UHODWHG UHVWULFWLRQV FRQWDLQPHQ
JRYHUQPHQW LQ WKH MXULVGLFWLRQV LQ ZKLFK WKH &RPSDQ\ RSHUDWHV WKH V
WKH UHWXUQ RI SHRSOH WR WKH &RPSDQ\!V ZRUNSODFH WKH &RPSDQ\!V DELOLW
DQG RWKHU DFTXLVLWLRQV LQ D WLPHO\ PDQQHU RU DW DOO WKH &RPSDQ\!V DEI
RWKHU DFTXLUHG EXVLQHVVHV ZLWK LWV RZQ LQ D WLPHO\ DQG FRVW HIIHFW
DVVRFLDWHG ZLWK WKH $UUDQJHPHQW RU RWKHU DFTXLVLWLRQV ULVNV DVVRF
DELOLW\ WR DFFHVV RU LPSOHPHQW VRPH RU DOO RI WKH WHFKQRORJ\ QHFHVV
DFKLHYH H[SHFWHG IXWXUH UHVXOWV LQFOXGLQJ LQ UHVSHFW RI FOLPDWH DQG
YLDELOLW\ DQG VFDODELOLW\ RI HPLVVLRQ UHGXFWLRQ VWUDWHJILHY DQG UHOD
RI LPSOHPHQWLQJ VWUDWHJILHY WR PHHW FOLPDWH DQG *+* HPLVVLRQV WDU.
VKDUHKROGHUV YRODWLOLW\ RI DQG RWKHU DVVXPSWLRQV UHJDUGLQJ FRPPRG
H[FKDQJH ULVN LQFOXGLQJ UHODWHG WR DJUHHPHQWY GHQRPLQDWHG LQ IRU
VXIILEFLHQW WR VXVWDLQ RSHUDWLRQV WKURXJK D SURORQJHG PDUNHW GRZQWX!|

WLHG WR JOREDO VXSSO\ IDFWRUV DQG KHDY\ FUXGH SURFHVVLQJ FDSDFLW\ WK
DV D UHVXOW RI WHPSRUDULO\ VXVSHQGLQJ WKH FUXGH E\ UDLO SURJUDP WKH
FDSDFLW\ WR VWRUH ZLWKLQ LWV RLO VDQGY UHVHUYRLUV EDUUHOV QRW \HW SU
bDw ODWHU GDWHV ZKHQ SLSHOLQH DQG RU VWRUDJH FDSDFLW\ DQG FUXGH RL
&RPSDQ\!'V ULVN PDQDJHPHQW SURJUDP WKH DFFXUDF\ RI FRVW HVWLPDWHY UHJ
ODFN RI DOLJQPHQW RI UHDOL]HG :&6 SULFHV DQG :&6 SULFHV XVHG WR UHFDOF
GHPDQG WKH DFFXUDF\ RI WKH &RPSDQ\!V VKDUH SULFH DQG PDUNHW FDSLWDOL
DOWHUQDWLYH HQHUJ\ VRXUFHV ULVNV LQKHUHQW LQ WKH &RPSDQ\!V PDUNH
FRXQWHUSDUWLHY DQG SDUWQHUV LQFOXGLQJ WKH DELOLW\ DQG ZLOOLQJQHVYV
PDQQHU ULVNV LQKHUHQW LQ WKH RSHUDWLRQ RI WKH &RPSDQ\!V FUXGH E\ UDI
ULVNV WKH &RPSDQ\!V DELOLW\ WR PDLQWDLQ GHVLUDEOH UDWLRV RI 1HW '"HEW
WKH &RPSDQ\!'V DELOLW\ WR DFFHVV YDULRXV VRXUFHV RI GHEW DQG HTXLW\ FD¢
DELOLW\ WR ILQDQFH JURZWK DQG VXVWDLQLQJ FDSLWDO H[SHQGLWXUHV FKDQJ
VHFEFXULWLHY FKDQJHV WR WKH &RPSDQ\!'V GLYLGHQG SODQV WKH &RPSDQ\!V DEL
&RPSDQ\V UHVHUYHV IXWXUH SURGXFWLRQ DQG IXWXUH QHW UHYHQXH HVWLPD\
DQG MXGJHPHQWY WKH &RPSDQ\!V DELOLW\ WR UHSODFH DQG H[SDQG FUXGH

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



H[SORUDWLRQ ULJKWV XQGHUWDNH JHRORJLFDO VWXGLHV DSSUDLVDO GULOOL
DSSOLFDEOH DFFRXQWLQJ VWDQGDUGYV IRU LPSDLUPHQW RU UHYHUVDO RI HVWLP
DVVHWVY RU JRRGZLOO IURP WLPH WR WLPH WKH &RPSDQ\!V DELOLW\ WR PDLQW
PDQDJH DQG RSHUDWH LWV LOQWHJUDWHG RSHUDWLRQV DQG EXVLQHVV UHOLDE
SURGXFWLRQ WDUJHWYV SRWHQWLDO GLVUXSWLRQ RU XQH[SHFWHG WHFKQLFDO
SURFHVVHY WKH RFFXUUHQFH RI XQH[SHFWHG HYHQWV UHVXOWLQJ LQ RSHUDW
UDLOFDU LQFLGHQWY RU GHUDLOPHQWY DYLDWLRQ LQFLGHQWY JDVHRXV OHD
UHOHDVHV RU VSLOOV LQFOXGLQJ UHOHDVHV RU VSLOOV IURP RIIVKRUH IDFLOLV
SLSHOLQH RU RWKHU OHDNV FRUURVLRQ HSLGHPLFV RU SDQGHPLFVY DQG FDWD'
ZHDWKHU HYHQWY QDWXUDO GLVDVWHUV LFHEHUJ LQFLGHQWY DFWV RI YDQGD
RFFXU DW RU GXULQJ WUDQVSRUW WR RU IURP FRPPHUFLDO RU LQGXVWULDO \
PDUNHWLQJ PDUJLQV FRVW HVFDODWLRQV LQFOXGLQJ LQIODWLRQDU\ SUHVVXU|
DQG RWKHU HQHUJ\ VRXUFHV XVHG LQ RLO VDQGVY SURFHVVHV DQG GRZQVWUHLEL
SUHPLXPV WKH FRVW DQG DYDLODELOLW\ RI HTXLSPHQW QHFHVVDU\ WR WKH &
DFKLHYH RU PDLQWDLQ DFFHSWDQFH LQ WKH PDUNHW ULVNV DVVRFLDWHG ZLWK
OLFHQVH WR RSHUDWH DQG OLWLJDWLRQ UHODWHG WKHUHWR XQH[SHFWHG FRV\
PRGLI\LQJ PDQXIDFWXULQJ RU UHILQLQJ IDFLOLWLHVY XQH[SHFWHG GLIILFXOWLE
FUXGH RLO LQWR SHWUROHXP DQG FKHPLFDO SURGXFWVY ULVNV DVVRFLDWHG Z
&RPSDQ\!V EXVLQHVV LQFOXGLQJ SRWHQWLDO F\EHUDWWDFNV JHR SROLWLFDO
RSHUDWLRQV ULVNV DVVRFLDWHG ZLWK FOLPDWH FKDQJH DQG WKH &RPSDQ\!V L
ZHOO DQG SLSHOLQH FRQVWUXFWLRQ WKH &RPSDQ\!'V DELOLW\ WR DFFHVV PDU
WUDQVSRUWDWLRQ LQFOXGLQJ VXIILFLHQW SLSHOLQH FUXGH E\ UDLO PDULQH
FDXVHG E\ FRQVWUDLQWY LQ WKH SLSHOLQH VA\VWHP RU VWRUDJH FDSDFLW\ DYL
FULWLFDO WDOHQW SRVVLEOH IDLOXUH WR REWDLQ DQG UHWDLQ TXDOLILHG O
HIILFLHQW PDQQHU FKDQJHV LQ ODERXU GHPRJUDSKLFVY DQG UHODWLRQVKLSYV
DEDQGRQPHQW DQG UHFODPDWLRQ FRVWY FKDQJHV LQ WKH UHJXODWRU\ IUDPH
ZKLFK WKH &RPSDQ\ RSHUDWHYV RU WR DQ\ RI WKH LQIUDVWUXFWXUH XSRQ ZKLFK
FXUWDLO HQHUJ\ RSHUDWLRQV RU SXUVXH EURDGHU FOLPDWH FKDQJH DJHQGDYV
GHVLJQDWLRQV UR\DOW\ WD[ HQYLURQPHQWDO *+* FDUERQ FOLPDWH FKDQ.
LQWHUSUHWDWLRQ RI VXFK ODZV DQG UHJXODWLRQVY DV DGRSWHG RU SURSRY)
FRPSOLDQFH WKH H[SHFWHG LPSDFW DQG WLPLQJ RI YDULRXV DFFRXQWLQJ Sl
&RPSDQ\!V EXVLQHVYVY LWV ILQDQFLDO UHVXOWY DQG &RQVROLGDWHG )LQDQFLD
EXVLQHVVY FRQGLWLRQV WKH LPSDFW RI SURGXFWLRQ DJUHHPHQWY DPRQJ 23(¢
HFRQRPLF FRQGLWLRQV LQ WKH MXULVGLFWLRQV LQ ZKLFK WKH &RPSDQ\ RSHUD\
ZLWK WKH FRPPXQLWLHYV LQ ZKLFK LW RSHUDWHY LQFOXGLQJ ZLWK ,QGLJHQRXYV
DV SURWHVWY SDQGHPLFV ZDU WHUURULVW WKUHDWYVY DQG WKH LQVWDELOLW
SRWHQWLDO IXWXUH ODzZVXLWY VKDUHKROGHU SURSRVDOV DQG UHJXODWRU\ DF
WKH HIIHFW RI DFWLRQV WDNHQ E\ XV LQ LPSOHPHQWLQJ WDUJHWV FRPPLWPHQV
LPSDFW RQ RXU H[LVWLQJ EXVLQHVV JURZWK SODQV DQG IXWXUH UHVXOWYV IURP

5HDGHUV DUH FDXWLRQHG WKDW WKH IRUHJRLQJ OLVWY DUH QRW H[KDXVWLYH D
FRXOG FDXVH RXU DFWXDO UHVXOWYV WR GLIIHU PDWHULDOO\ IURP WKRVH HVW
IRUZDUG ORRNLQJ LQIRUPDWLRQ )RU D IXOO GLVFXVVLRQ RI WKH &RPSDQ\!V PDW
LQ WKH &RPSDQ\V $QQXDO 0'$ DQG LQ WKLV 0'$ DQG WKH ULVN IDFWRUV GHVF
WLPH WR WLPH ZLWK VHFXULWLHY UHJXODWRU\ DXWKRULWLHYV LQ &DQDGD DYDL(
(I[FKDQJH &RPPLVVLRQ RQ ('*$5 DW VHF JRY DQG RQ WKH &RPSDQ\!V ZHEVLWH DW

,QIRUPDWLRQ RQ RU FRQQHFWHG WR WKH &RPSDQ\!V ZHEVLWH DW FHQRYXV FRF
LQFRUSRUDWHG E\ UHIHUHQFH KHUHLQ

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



$%%5(9,$7,216
7KH IROORZLQJ DEEUHYLDWLRQV KDYH EHHQ XVHG LQ WKLV GRFXPHQW

&UXGH 2LO 1IDWXUDO *DV

EEO EDUUHO OFI WKRXVDQG FXELF IHHW
OEEOV GWWKRXVDQG EDUUHOV SHU GD\ OOFI PLOOLRQ FXELF IHHW
OOEEOVPLOOLRQ EDUUHOV O0OFI G PLOOLRQ FXELF IHHW SHU GD\
% 2 ( EDUUHO RI RLO HTXLYDOHQW % FI ELOOLRQ FXELF IHHW

0%2( WKRXVDQG EDUUHOV RI RLO HTXDOBGHKQMLOOLRQ %ULWLVK WKHUPDO XQLWV
0%2( G WKRXVDQG EDUUHOV RI RLO HTXEtYDOHQW FHWREDH
00%2( PLOOLRQ EDUUHOV RI RLO HTXLY®@BQWSOEHUWD (QHUJ\ &RPSDQ\

.7, "HVW 7H[DV ,QWHUPHGLDWH 1<0(; 1HZ <RUN OHUFDQWLOH ([FKDQJH
&6 '"HVWHUQ &DQDGLDQ 6HOHFW 6$*" VWHDP DVVLVWHG JUDYLW\ GUDLQDJH
+6% +XVN\ 6\QWKHWLF %OHQG

23(& 2UJDQL]DWLRQ RI 3HWUROHXP ([SRUWLQJ &RXQWULHV
23(& 23(& DQG D JURXS Rl QRQ 23(& PHPEHUYV
Y362 YORDWLQJ SURGXFWLRQ VWRUDJH DQG RIIORDGLQJ XQLW

63(&,),(" ), 1$1&,%/ 0($685(6

&HUWDLQ ILQDQFLDO PHDVXUHV LQ WKLV GRFXPHQW GR QRW KDYH D VWDQGDUC
0DUJLQ 2SHUDWLQJ O0DUJLQ IRU WKH 8SVWUHDP RU 'RZQVWUHDP RSHUDWLRQV
$GMXVWHG )XQGV )ORZ )UHH )XQGV HORZV ((PHYNVQ)UFH)RUZDUG ORRNLQJ ,QWHJU
&RVWV DQG 1HWEDFNV LQFOXGLQJ WKH WRWDO QHWEDFNV SHU %2(

7KHVH PHDVXUHV PD\ QRW EH FRPSDUDEOH WR VLPLODU PHDVXUHV SUHVHQWHG
DQG SUHVHQWHG LQ RUGHU WR SURYLGH VKDUHKROGHUY DQG SRWHQWLDO LQY!
JHQHUDWH IXQGV WR ILQDQFH RXU RSHUDWLRQV DQG LQIRUPDWLRQ UHJDUGLQJ
FRQVLGHUHG LQ LVRODWLRQ RU DV D VXEVWLWXWH IRU PHDVXUHY SUHSDUHG LC
DSSOLFDEOH RI HDFK VSHFLILHG ILQDQFLDO PHDVXUH LV SUHVHQWHG LQ WKLV
JLOQODQFLDO 5HVXOWY RU /LTXLGLW\ DQG &DSLWDO 5HVRXUFHYV VHFWLRQV RI WKLYV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



2SHUDWLQJ ODUJLQ DQG 2SHUDWLQJ ODUJLQ E\ D2SHUDWLQJ ODUJLQ IRQD/QKH BG\
'RZQVWUHDP VHIJIPHQW DUH VSHFLILHXGVH® WK SDA YHIH BUHR/Q VIKHWHQDW R HDV XU H
SHUIRUPDQFH RI RXU RSHUDWLRQV DQG DVVHWYV IRU FRPSDUDELOLW\ RI RXU
2SHUDWLQJ 0ODUJLQ LV GHILQHG DV UHYHQXHV OHVV SXUFKDVHG SURGXFW WUDQ
JDLQV OHVV UHDOL]HG ORVVHV RQ ULVN PDQDJHPHQW DFWLYLWLHV ,WHPV ZLW
IURP WKH FDOFXODWLRQ RI 2SHUDWLQJ 0DUJLQ

7KUHH 0RQWKHYS VOHER-ECH U 7KUHH ORQWKV (QGHG K@HH ORQWKYV (QGHG ODUIEGH OR QU\GEMESWHPEHU

PLOOLRQV 8SVWUHDMRZQVWUHDHFRWD®BSVWUHREZQVWUHDORWDBSVWUHREZQVWUHDRWD®SVWUHDRZQVWUHDFRWDO

SHYHQXHV
*URVV 6DOHV
/IHVV S5R\DOWLHV

([SHQVHV

SAUFRUVAL

3URGXFW
7UDQVSRUWDWLRQ
DQG %OHQGLQJ
2SHUDWLQJ

5HDOL]HG *DLQ
/RVV RQ 5LVN
O0DQDJIHPHQW

2SHUDWLQJ 0DUJLQ

3ULRU SHULRG UHVXOWYV ZHUH UHYLVHG WR PRUHH ITROBWRSRIL &RQVROLGDWHG )LQDQFLYD ® 16 BIMMHPIHY
GHWDLOV
JRXQG LQ 1IRWH RI WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

8SVWUHDP 'RZQVWUHDP 7TRWDO
<HDU WR 'DWH7KUHH ORQWKV (QGHIDU WR 'DWH7KUHH ORQWKYV (QGHIBDU WR 'DWH7KUHH ORQWKV (QGHG

PLOOLRQV 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4 4

S5HYHQXHV
*URVV 6DOHV
/HVV 5R\DOWLHV

([SHQVHV
3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG
%OHQGLQJ

2SHUDWLQJ

S5HDOL]HG *DLQ /RVV RQ
5LVN ODQDJHPHQW

2SHUDWLQJ 0DUJLQ

3ULRU SHULRG UHVXOWY ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHVBHF&R QYKRIORLR\DW RG B DOIRGEIQNO 6 &RQVROLGDWHG )LRWEFLRD VeKHD
IRU IXUWKHU GHWDLOV

7KUHH ORQWKYV (QGHG 'HFHPEHUKUHH ORQWKY (QGHG 6HSWHPEHU
PLOOLRQV 8SVWUHDRZQVWUHDP 7RWDO 8SVWUHDRZQVWUHDP 7RWDO

S5HYHQXHV
*URVV 6DOHYV
/HVV 5R\DOWLHV

(ISHQVHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
5HDOL]JHG *DLQ /RVV RQ 5LVN
ODQDJHPHQW

2SHUDWLQJ 0DUJLQ

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



7KUHH OR QW&HS YQHREH U 1LQH ORQNEEMESWHPEHU
PLOOLRQYV $VLD 3DFLILBWODQWRFIVKRUH $VLD 3DFLILBWODQWRFIVKRUH

5HYHQXHYV
*URVV 6DOHYV
/HVV 5R\DOWLHV

(ISHQVHV
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

2SHUDWLQJ 0DUJLQ

JRXQG LQ 1IRWH RI WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7KUHH O0R QWSS WOHFPHEGH U 1LQH ORQVGIEMSSWHPEHU
PLOOLRQYV $VLD 3DFLILBWODQWRFIVKRUH $VLD 3DFLILBWODQWRFIVKRUH

5HYHQXHV
*URVV 6DOHYV
/HVV 5R\DOWLHYV

(ISHQVHV
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

2SHUDWLQJ 0DUJLQ

JRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7RWDO ,QWHJUDWLRQ &RVWV LV D QRQ *$$3 ILQDQFLDO PHDVXUH UHSUHVHQWLQ.
VKDUH LVVXDQFH FRVWV

7KUHH ORQWKHWSDIRHEHULQH O0RQWGENMES WHP EHU
PLOOLRQYV

,QWHIJUDWLRQ &RVWYV
&DSLWDOL]JHG ,QWHJUDWLRQ &RVWV
7TRWDO ,QWHJUDWLRQ &RVWYV

6 HHRWH Rl WKH LQWHULP &RQVROLGDWHG 6WDWHPHQWYV RI (DUQLQJV /RVV
,QFOXGHG LQ FDSLWDO H[SHQGLWXUHV RQ WKH LQWHULP &RQVROLGDWHG 6WDWHPHQWYV RI &DVK )OR

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



$GMXVWHG )XQGV )J)ORZ LV D QRQ *$$3 ILQDQFLDO PHDVXUH FRPPRQO\ XVHG LQ
FRPSDQ\!V DELOLW\ WR ILQDQFH LWV FDSLWDO SURJUDPV DQG PHHW LWV ILQDQF
XVHG LQ RSHUDWLQJ DFWLYLWLHV H[FOXGLQJ VHWWOHPHQW RI GHFRPPLVVLRQ
1RQ FDVK ZRUNLQJ FDSLWDO LV FRPSRVHG RI DFFRXQWY UHFHLYDEOH DQG DFFU:
ZULWH GRZQV DQG UHYHUVDOV LQFRPH WD[ UHFHLYDEOH DFFRXQWYV SD\DEOH D

JUHH )XQGV )ORZ LV D QRQ *$$3 ILQDQFLDO PHDVXUH XVHG WR DVVLVW LQ PHD
ILQDQFLQJ LWV FDSLWDO SURJUDPV )UHH )XQGV )ORZ LV GHILQHG DV FDVK IURI
GHFRPPLVVLRQLQJ OLDELOLWLHY DQG QHW FKDQUVHV® PRQWFDVK ZRUNLQJ FDSLW

([FHVV JUHH )XQGV )ORZ LV D QRQ *$%$3 ILQDQFLDO PHDVXUH XVHG E\ WKH &RPS
FDSLWDO DFFRUGLQJ WR RXU VKDUHKROGHU UHWXUQV DQG FDSLWDO DOORFDWLI
JORZ PIE@X¥HEHLYLGHQGY SDLG RQ FRPPRQ VKDUHV GLYLGHQGVY SDLG RQ SUHIHU
VHWWOHPHQW RI GHFRPPLVVLRQLQJ OLDELOLWLHY DQG SULQFLSDO UHSD\PHQW
SD\PHQWY UHODWHEPMR\G ) YHIN WXRXVWHORZ ZzDV D QHZ PHWULF DV RI -XQH

PLOOLRQYV 4 4 4 4 4 4 4 4 4

&DVK JURP 8VHG LQ 2SHUDWLQJ $FWLYLWLHV
$GG 'HGXFW
6HWWOHPHQW RI '"HFRPPLVVLRQLQJ /LDELOLWLHV
1HW &KDQJH LQ 1RQ &DVK :RUNLQJ &DSLWDO
$GMXVWHG )XQGV )ORZ

&DSLWDO ,QYHVWPHQW

JUHH )XQGV )ORZ

$GG 'HGXFW

%DVH 'LYLGHQGV 3DLG RQ &RPPRQ 6KDUHV
'LYLGHQGYV 3DLG RQ 3UHIHUUHG 6KDUHV
6HWWOHPHQW RI '"HFRPPLVVLRQLQJ /LDELOLWLHV
3ULQFLSDO 5HSD\PHQW RI /HDVHV
$FTXLVLWLRQV 1HW RI &DVK $FTXLUHG
3URFHHGV )URP 'LYHVWLWXUHV 1HW RI &DVK 3DLG
([FHVV JUHH )XQGV )ORZ

1LQH ORQNGEMESWHPEHU
PLOOLRQV

&DVK JURP 8VHG LQ 2SHUDWLQJ $FWLYLWLHYV
$GG 'HGXFW
6HWWOHPHQW RI '"HFRPPLVVLRQLQJ /LDELOLWLHYV
1HW &KDQJH LQ 1RQ &DVK :RUNLQJ &DSLWDO
$GMXVWHG )XQGV )ORZ

&DSLWDO ,QYHVWPHQW

JUHH )XQGV )ORZ

*URVV 0DUJLQ DQG 5HILQLQJ 0DUJLQ DUH QRQ *$$3 ILQDQFLDO PHDVXUHV RU FRC
WKH SHUIRUPDQFH RI RXU GRZQVWUHDP RSHUDWLRQV :H GHILQH *URVV 0DUJLC
5HILQLQJ DBUILRVYV 0DUJLQ GLYLGHG E\ EDUUHOV RI FUXGH RLO WKURXJKSXW 8
PHDVXUHV XVHG WR HYDOXDWH WKH SHUIRUPDQFH RI RXU XSVWUHDP DQG GRZQ\
DV RSHUDWLQJ H[SHQVHV GLYLGHG E\ EDUUHOV RI FUXGH RLO WKURXJKSXW LQ R

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



&DQDGLDQ ODQXIDFWXULQJ

7KUHH ORQWKV (QGHG 6HSWHPEHU
%DVLV RI 5HILQLQJ 0DUJLQ &DOFXODWLRQ

/OR\GPLQVWHU 8SJUDGHU

DQG /OR\GPLQVWHU 7RWDO &DQDGLDQ
PLOOLRQV /OR\GPLQVWHU 8SIOUP\GHUQVWHU 5HILQHBBILQHU\ 7TRWDO 2WKHU ODQXIDFWXULQJ

SHYHQXHV

3XUFKDVHG 3URGXFW

*URVV 0DUJLQ

2SHUDWLQJ 6WDWLVWLFV

JOR\GPLQVWHU 8SJUDGHU
DQG /OR\GPLQVWHU
/OR\GPLQVWHU 8SIUR\GHWQVWHU 5HILQHBNLQHU\ 7RWDO
+HDY\ &UXGH 2L0O 7KURXJKSXW
0EEOV G

SHILQLQJ OXWEILQ

,QFOXGHVY HWKDQRO DQG FUXGH E\ UDLO RSHUDWLRQV DQG PDUNHWLQJ DFWLYLWLHV
7KHVH DPRXQWYV H[FOXGLQJ JURVV PDUJLQ DUH IRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG ]

1LQH ORQWKYV (QGHG 6HSWHPEHU
%DVLV RI 5HILQLQJ 0DUJLQ &DOFXODWLRQ

/OR\GPLQVWHU 8SJUDGHU

DQG /OR\GPLQVWHU 7TRWDO &DQDGLDQ
PLOOLRQV /OR\GPLQVWHU 8SIOUR\GHULQVWHU 5HILQHBBNLQHU\ 7TRWDO 2WKHU ODQXIDFWXULQJ

S5HYHQXHYV

3XUFKDVHG 3URGXFW

*URVV 0DUJLQ

2SHUDWLQJ 6WDWLVWLFV

/OR\GPLQVWHU 8SJUDGHU
DQG /OR\GPLQVWHU
/JOR\GPLQVWHU 8SIUR\GHWQVWHU 5HILQHBBNLQHU\ 7TRWDO
+HDY\ &UXGH 2L0O 7KURXJKSXW
0EEOV G

5HILQLQJ OEFEEILQ

,QFOXGHVY HWKDQRO DQG FUXGH E\ UDLO RSHUDWLRQV DQG PDUNHWLQJ DFWLYLWLHV
7KHVH DPRXQWYV H[FOXGLQJ JURVV PDUJLQ DUH IRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG |

,QFOXGHVY HWKDQRO DQG FUXGH E\ UDLO RSHUDWLRQV DQG PDUNHWLQJ DFWLYLWLHYV
7KHVH DPRXQWV H[FOXGLQJ JURVV PDUJLQ DUH IRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG ]

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



,QFOXGHVY HWKDQRO DQG FUXGH E\ UDLO RSHUDWLRQV DQG PDUNHWLQJ DFWLYLWLHV
7KHVH DPRXQWYV H[FOXGLQJ JURVV PDUJLQ DUH IRXQG LQ 1RWH

8 6 ODOQXIDFWXULQJ

7KUHH ORQWKYV (QGHG 6HSWHBEHURQWKY (QGHG 6HSWHPEHU

PLOOLRQYV
5HYHQXHV
3XUFKDVHG 3URGXFW
*URVV ODUJLQ

&UXGH 2LO 7 KUERXOIMK SXW

5HILQLQJ ODEEIQQ
JRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

5HWDLO
7KUHH ORQWKYV (QGHG 6HSWHREHORQWKY (QGHG 6HSWHPEHU

PLOOLRQV
5HYHQXHV
3XUFKDVHG 3URGXFW

*URVV 0DUJLQ
JRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

3HU 8QLW """ $ LV D VSHFLILHG ILQDQFLDO PHDVXUH XVHG WR PHDVXUH '""$ RQ D

GLYLGHG E\ VDOHYV YROXPHYV

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV

RI WKH LQWHULP &RQVROLGDWHG ]

C

<



IHWEDFN LV D QRQ *$$3 ILQDQFLDO PHDVXUH FRPPRQO\ XVHG LQ WKH RLO DQ
SHUIRUPDQFH DQG LV DOVR SUHVHQWHG RQ D SHU XQLW EDVLV 2XU 1HWEDFN |
&DQDGLDQ 2LO DQG *DV (YDOXDWLRQ +DQGERRN 1HWEDFNV SHU %2( UHIOHFW RX
LV GHILQHG DV JURVYV VDOHV OHVV UR\DOWLHV WUDQVSRUWDWLRQ DQG EOHQGL
VDOHYVY YROXPHV 1HWEDFNV GR QRW UHIOHFW QRQ FDVK ZULWH GRZQV RU UHYH
SURGXFW LV VROG 7KH VDOHV SULFH WUDQVSRUWDWLRQ DQG EOHQGLQJ FRV!
FRQGHQVDWH &RQGHQVDWH LV EOHQGHG ZLWK FUXGH RLO WR WUDQVSRUW LW W

7KH IROORZLQJ WDEOHV SURYLGH D UHFRQFLOLDWLRQ RI WKH LWHPV FRPSULVL
IRXQG LQ RXU LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV

7TRWDO 3URGXFWLRQ

8SVWUHDP )LQDQFLDO 5HVXOWYV

%DVLV RI

1IHWEDFN
$GMXVWPHQWYV &DOFXODWLRQ

7RWDO 7KLUG . QWHUQDO (TXL 7RWDO

7KUHH ORQWEHSWGGHEGHU PLOOLRQV ~ 8SVWUHDP &RQGHQVDWhxy &RQVXPSWLR@MXVW 2WKHU 8SVWUHDP

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

7KHVH DPRXQWY H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG )LQD¢
5HSUHVHQWY QDWXUDO JDV YROXPHV SURGXFHG E\ WKH &RQYHQWLRQDO VHIJPHQW XVHG IRU LQWHUQ
5HYHQXHV DQG H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH }
2WKHU LQFOXGHV FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG EOHQGLQJ DQG WKLUG SDUW\ SURFHVVLQ
3ULRU SHULRG UHVXOWYV ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHWVGHF&R Q\KRIOER\DW RG 5 DGIDGEIQNO 6 &RQVROLGDWHG )LRWEFLRD V8D
IRU IXUWKHU GHWDLOV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



%DVLV RI

1HWEDFN
$GMXVWPHQWV &DOFXODWLRQ
7RWDO 7KLUG ,QWHUQDO (TXL 7TRWDO
1LQH ORMGEMSWHPEHU PLOOLRQV 8SVWUHDP &RQGHQVDWgHR x U &RQVXPSWLR@MXVW 2WKHU 8SVWUHDP

*URVV 6DOHV
5R\DOWLHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
1HWEDFN
5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

7KHVH DPRXQWV H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG )LQD(
5HSUHVHQWY QDWXUDO JDV YROXPHV SURGXFHG E\ WKH &RQYHQWLRQDO VHIJPHQW XVHG IRU LQWHUQ
5HYHQXHV DQG H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH
2WKHU LQFOXGHV FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG EOHQGLQJ DQG WKLUG SDUW\ SURFHVVLQ
B3ULRU SHULRG UHVXOWYV ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHVBHF&R QKRIOLRE\DW IRG B DGIRGEIQDNO 68 &RQVROLGDWHG )LRWEFLRD V6D
IRU IXUWKHU GHWDLOV

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



2LO 6DQGYV

%DVLV RI IHWEDFN &DOFXODWLRQ

2WKHU 2I7®&WDO %LWXPHQ
7KUHH ORQWEHS WHPHEG U PLOOLRQV JRVWHU &KHWHNMWLQD /BXRULVH 6DQGY DQG +HDY\ 21OWXUDO FRWDO 2LO 6DQGV

*URVV 6DOHV
5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN O0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI 1THWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

KUHH ORQWHHS WHPHEGIU PLOOLRQV 7RWDO 2LO 6DQG¥RQGHQVDMIHG SDUW\ 6RXUFHXGVKHU 7RWDO 2LO 6DQGV

*URVV 6DOHYV

5R\DOWLHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

S5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ oDUJLQ

,QFOXGHV /OR\GPLQVWHU WKHUPDO DQG /OR\GPLQVWHU FRQYHQWLRQDO KHDY\ RLO DVVHWYV

2WKHU LQFOXGHV FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG EOHQGLQJ PDUJLQ

7KHVH DPRXQWY H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1RWH RI WKH LOQWHULP &RQVROLGDWHG )LQD¢
3ULRU SHULRG UHVXOWV ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHVEHF&R Q\KRIOERE\DW RG 5 DRIRGEIQNO 6 &RQVROLGDWHG )LRWEOF LR D V8D
IRU IXUWKHU GHWDLOV

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



%DVLV RI 1THWEDFN &DOFXODWLRQ

2WKHU 2I7®&RWDO %LWXPHQ
1LQH OREGEMSWHPEHU PLOOLRQV JRVWHU &KHHNWLQD /BXAULVH6DQGY DQG +HDY\ 21OWXUDO FRWDO 2LO 6DQGV

*URVV 6DOHV

5R\DOWLHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI ITHWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

1LQH ORGIEMSWHPEHU PLOOLRQV 7RWDO 2LO 6DQGE&RQGHQVDMHIG SDUW\ 6RXUFHXWKHU 7RWDO 2LO 6DQGV

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

,QFOXGHV 7XFNHU /OR\GPLQVWHU WKHUPDO DQG /OR\GPLQVWHU FRQYHQWLRQDO KHDY\ RLO DVVHWYV

2WKHU LQFOXGHV FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG EOHQGLQJ PDUJLQ

7KHVH DPRXQWV H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1RWH RI WKH LQWHULP &RQVROLGDWHG )LQDC(
BULRU SHULRG UHVXOWYV ZHUH UHYLVHG IRU D FKDQJH LQ SUHVHQWDWLRQ RI SURGXFW VZDSV DQG F
DQG WR PRUH DSSURSULDWHO\ HHVBHF&R QKRIORLRE\DW/ IRG B DGIRGEIODNO 68 &RQVROLGDWHG )LRWEFLRD V6D

IRU IXUWKHU GHWDLOV

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



&RQYHQWLRQDO

%DVLV RI 1THWEDFN &DOFXODWLBRQMXVWPHQWYV
7KUHH ORQWEHS WQHPHEG U PLOOLRQV &RQYHQWLRQDGKLUG SDUW\ 6RXUFHG 2WKHU &RQYHQWLRQDO

*URVV 6DOHV
5R\DOWLHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI IHWEDFN &DOFXODWLRGQGMXVWPHQWYV
1LQH ORQGEMSWHPEHU PLOOLRQV &RQYHQWLRQDGKLUG SDUW\ 6RXUFHG 2WKHU &RQYHQWLRQDO

*URVV 6DOHV

5R\DOWLHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

5HIOHFWYV 2SHUDWLQJ 0ODUJLQ IURP SURFHVVLQJ IDFLOLWLHV
7KHVH DPRXQWV H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1RWH Rl WKH LQWHULP &RQVROLGDWHG )LQDC(

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



2INTVKRUH

%DVLV RI ITHWEDFN &DOFXODWLRQ $GMXVWPHQWYV

7RWDO (TXLW\
7KUHH ORQWBHS WHFPHEGIU PLOOLRQV &KLQPQGRQHVISVLD 3DFLISWODQWLHIVKRUSIGMXVWPHQWWKHU7RWDO 2IIVKRUH
*URVYV 6DOHV
5R\DOWLHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
1HWEDFN
5HDOL]HG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0ODUJLQ

5HYHQXHVY DQG H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH

5HODWHV WR FRVWYV LQ WKH $WODQWLF
7KHVH DPRXQWV H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1RWH Rl WKH LQWHULP &RQVROLGDWHG )LQDC(

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



%DVLV RI ITHWEDFN &DOFXODWLRQ $GMXVWPHQWV
7RWDO (TXLW\
1LQH OREGEMSWHPEHU PLOOLRQV &KLQPQGRQHVISWLD 3DFLIEWODQWLHIVKRUSIGMXVWPHQWWKHU7RWDO 2IIVKRUH
*URVV 6DOHV
5R\DOWLHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
1HWEDFN
5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

5HYHQXHVY DQG H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH
5HODWHV WR FRVWYV LQ WKH $WODQWLF

7KHVH DPRXQWY H[FOXGLQJ QHWEDFN DUH IRXQG LQ 1IRWH RI WKH LQWHULP &RQVROLGDWHG )LQD(
6DOHV 9ROXPHYV
7KH IROORZLQJ WDEOH SURYLGHV WKH VDOHV YROXPHV XVHG WR FDOFXODWH 1HV

7KUHH 0R Q W6HS YQHRECH U 1LQH ORQU\GEMES WHPEHU
0%2( G
2L0 6DQGV
JRVWHU &UHHN
&KULVWLQD /DNH
6XQULVH
2WKHU 2LO 6DQGV
7RWDO 2LO 6DQGV

&RQYHQWLRQDO

6DOHV EHIRUH ,QWHUQDO &RQVXPSWLRQ
/IHVV ,QWHUQDO &RQVXPSWLRQ
6DOHV DIWHU ,QWHUQDO &RQVXPSWLRQ

21IVKRUH
$VLD 3DFLILF &KLQD
$VLD 3DFLILF ,QGRQHVLD
$VLD 3DFLILF 7RWDO
$WODQWLF

7RWDO 21IVKRUH

7RWDO 6DOHV

SBUHVHQWHG RQ GU\ ELWXPHQ EDVLYV
6XQULVH VDOHV YROXPHV KDYH EHHQ UH SUHVHQWHG WR UHIOHFW D FKDQJH LQ FODVVLILFDWLRQ RI
/HVV QDWXUDO JDV YROXPHV XVHG IRU LQWHUQDO FRQVXPSWLRQ E\ WKH 2LO 6DQGV VHIPHQW

&HQRYXV (QHUJ\ ,QF 4 ODQDJIJHPHQW V 'LVFXVVLRQ DQG $QDO\VLYV



7KH IROORZLQJ WDEOHV KDYH EHHQ UH SUHVHQWHG IRU WKH ILUVW VHFRQG W

WR PRUH DSSURSULDWHO\ UHIOHFW WKH FRVW RI EOHQGLQJ DW RXU /OR\GPL
DVVHWYV ZKLFK UHVXOWHG LQ D UHFODVVLILFDWLRQ RI FRVWV EHWZHHQ SXUFKEL
WKH WDEOHV ZHUH DOVR UH SUHVHQWHG IRU WKH ILUVW VHFRQG DQG WKLUG T’
VZDSV DQG FHUWDLQ WKLUG SDUW\ SXUFKDVHV XVHG LQ EOHQGLQJ DQG RSWLP
PDUNHWLQJ DFWLYLWLHYV DW 6XQULVH 6XQULVH VDOHV YROXPHV JURVV VDOH

H[SHQVHV KDYH EHHQ UH SUHVHQWHG 6HH $GMXVWPHQWY WR WKH ,QWHULP &RQ
GHWDLOV

8SVWUHDP )LQDQFLDO 5HVXOWYV

%DVLV RI 1IHWEDFN

$GMXVWPHQWYV &DOFXODWLRQ
7KUHH ORQWKYV (QGHG 7KLUG LQWH (TXL 7RWDO
ODUFK PLOOLRQV 7RWDO 8SVWUHIRRQGHQVDWHR x U &RQVXPS' $GMXVW 2WKHU 8SVWUHDP

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI ITHWEDFN

$GMXVWPHQWYV &DOFXODWLRQ
<HDU (QGHG 7KLUG SDUWlgwH (TXL 7RWDO
'"HFHPEHU PLOOLRQV 7RWDO 8SVWUHMRQGHQVDWHBRXUFHRovXxps' $GMXVW 2WKHU 8SVWUHDP

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI THWEDFN

$GMXVWPHQWYV &DOFXODWLRQ
7KUHH ORQWKYV (QGHG 7KLUG ,QWH (TXL 7RWDO
"HFHPEHU PLOOLRQV 7TRWDO 8SVWUHIRRQGHQVDWHR xU &ROQVXPS' $GMXVW 2WKHU 8SVWUHDP

*URVV 6DOHV

5R\DOWLHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI 1THWEDFN

$GMXVWPHQWYV &DOFXODWLRQ
7KUHH ORQWKV (QGHG 7KLUG ,QWH (TXL 7RWDO
-XQH PLOOLRQV 7TRWDO 8SVWUHRRQGHQVDWHRXU &ROVXPS' $SGMXVW 2WKHU 8SVWUHDP

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN O0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



%DVLV RI 1THWEDFN

$GMXVWPHQWYV &DOFXODWLRQ
7KUHH ORQWKV (QGHG 7KLUG ,QWH (TXL 7RWDO
0DUFK PLOOLRQV 7TRWDO 8SVWUHRRQGHQVDWHRXU &ROVXPS' $GMXVW 2WKHU 8SVWUHDP

*URVV 6DOHV
5R\DOWLHYV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ
1HWEDFN
5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ
5HSUHVHQWY QDWXUDO JDV YROXPHV SURGXFHG E\ WKH &RQYHQWLRQDO VHIJPHQW XVHG IRU LQWHUQ

5HYHQXHV DQG H[SHQVHV UHODWHG WR WKH +&0/ MRLQW YHQWXUH DUH DFFRXQWHG IRU XVLQJ WKH
2WKHU LQFOXGHV FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG EOHQGLQJ DQG WKLUG SDUW\ SURFHVVLQC

2LO 6DQGYV

%DVLV RI ITHWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

7KUHH ORQWKV (QGHG
0DUFK PLOOLRQV 7RWDO 2LO 6DQG¥RQGHQVDMHIG SDUW\ 6RXUFHGVKHU 7RWDO 2LO 6DQGV

*URVV 6DOHV
5R\DOWLHYV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI 1THWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

7RWDO 2LO 6DQG&RQGHQVDKMH G SDUW\ 6RXUFRG/KHU 7TRWDO 2LO 6DQGV

*URVV 6DOHV

5R\DOWLHV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI 1THWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

7KUHH ORQWKV (QGHG
'"HFHPEHU PLOOLRQV 7RWDO 2LO 6DQG&RQGHQVDMHIG SDUW\ 6RXUFHXGVKHU 7RWDO 2LO 6DQGV

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

%DVLV RI THWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

7KUHH ORQWKV (QGHG
-XQH PLOOLRQV 7RWDO 2LO 6DQG¥RQGHQVDPMHIG SDUW\ 6RXUFHXNVKHU 7RWDO 2LO 6DQGV

*URVV 6DOHV

5R\DOWLHYV

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN 0DQDJHPHQW
2SHUDWLQJ 0DUJLQ

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



%DVLV RI ITHWEDFN
&DOFXODWLRQ $GMXVWPHQWYV

7KUHH ORQWKYV (QGHG
ODUFK PLOOLRQV 7RWDO 2LO 6DQG¥RQGHQVDMIHIG SDUW\ 6RXUFHXGVKHU 7TRWDO 2LO 6DQGV

*URVV 6DOHV
5R\DOWLHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ
2SHUDWLQJ

1HWEDFN

5HDOL]JHG *DLQ /RVV RQ 5LVN ODQDJHPHQW
2SHUDWLQJ 0DUJLQ

2WKHU LQFOXGHYV FRQVWUXFWLRQ WUDQVSRUWDWLRQ DQG EOHQGLQJ PDUJLQ

$GMXVWPHQWY WR WKH ,OQOWHULP &RQVROLGDWHG 6WDWHPHQWYV RI

&HUWDLQ FRPSDUDWLYH LQIRUPDWLRQ SUHVHQWHG LQ WKH &RQVROLGDWHG 6WD
&RUSRUDWH DQG (OLPLQDWLRQV VHJIJPHQW ZzZDV UHYLVHG ©6HH &RQVROLGDWHC
&RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV IRU IXUWKHU GHWDLOV

'XULQJ WKH WKUHH PRQWKY HQGHG 'HFHPEHU WKH &RPSDQ\ PDGH DGMX\
WKLUG SDUW\ SXUFKDVHV XVHG IRU EOHQGLQJ DQG RSWLPL]DWLRQ DFWLYLWLHV
UHVXOW UHYHQXHV DQG SXUFKDVHG SURGXFW LQFUHDVHG ZLWK QR LPSDFW WR
ILQDQFLDO SRVLWLRQ 5HIHU WR WKH DQQXDO &RQVROLGDWHG )LQDQFLDO 6WDV
GHWDLOV

'XULQJ WKH WKUHH PRQWKV HQGHG -XQH WKH &RPSDQ\ PDGH DGMXVWPH
EOHQGLQJ DW RXU /OR\GPLQVWHU WKHUPDO DQG /OR\GPLQVWHU FRQYHQWLRQD((
FRVWY EHWZHHQ SXUFKDVHG SURGXFW DQG WUDQVSRUWDWLRQ DQG EOHQGLQJ
&RUSRUDWH DQG (OLPLQDWLRQV VHIJPHQW WR UHSUHVHQW WKH FKDQJH LQ WKH
ODQXIDFWXULQJ RSHUDWLRQV DQG VROG EDFN WR WKH 2LO 6DQGV VHIJPHQW $V [
DQG EOHQGLQJ LQFUHDVHG ZLWK QR LPSDFW WR QHW HDUQLQJV ORVV VHJPHC
WKH LQWHULP &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWY IRU WKH SHULRGYV HQGH

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV



7KH IROORZLQJ WDEOH UHFRQFLOHVY WKH DPRXQWYV SUHYLRXVO\ UHSRUWHG LQ W
FRUUHVSRQGLQJ UHYLVHG DPRXQWYV

7KUHH ORQWKYV (QGH®UHH ORQWKYV (QGH®UHH ORQWKYV (QGH®UHH ORQWKY (QGH&®UHH ORQWKYV (QGHG

ODUFK -XQH 6HSWHPEHU 'HFHPEHU ODUFK
BUHYLRXVO\ BUHYLRXVO\ BUHYLRXVO\ BUHYLRXVO\ BUHYLRXVO\
PLOOLRQV S5HSRUWHYGLVER@LVHSEHSRUWHYGLVER@LVHBHSRUWHGLVER@LVHEHSRUWHGLVER@LVHEH SRUWHYGLVER@LVHG

2LO 6DQGYV 6HIJPHQW

*URVV 6DOHV
3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG
%OHQGLQJ

&RUSRUDWH DQG (OLPLQDWLRQV 6HIJPHQW

3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG
%OHQGLQJ

&RQVROLGDWHG

*URVV 6DOHV
3XUFKDVHG 3URGXFW

7UDQVSRUWDWLRQ DQG
%OHQGLQJ

5HYLVLRQV LEEO®BBQVKH WKUHH PRQWKV HQQ@DBAQHKKH WKUHH PRQWKV HWQG BFBB-QUKH WKUHH PRQWKY HQGHG 6HSWH
DQGLIRU WKH WKUHH PRQWKV HQGHG 'HFHPEHU DQG ODUFK UHODWHG WR DGMXVWPHQWV IRU SUF
RSWLPL]DWLRQ DFWLYLWLHV
5HYLVLRQV LEEO®BBQVKH WKUHH PRQWKV HQEBHCORBONKH WKUHH PRQWKV HQ@GEOGRXKM@HKH WKUHH PRQWKY HQGHG 6HS\
PLOORBQVKH WKUHH PRQWKYV HQGHGPHEBRRAWKH WKUHHBRQWKY HQGHG 0DUFK WR PRUH DSSURSULDW
RXU /OR\GPLQVWHU WKHUPDO DQG /OR\GPLQVWHU FRQYHQWLRQDO KHDY\ RLO DVVHWYV

1LQH ORQWKY (QGHG 7ZHOYH ORQWKYV (QGHG

6HSWHPEHU "HFHPEHU
3UHYLRXVO\ 3UHYLRXVO\
PLOOLRQV 5HSRUWSHHGY LVLBAYLVHBHSRUWSHGY LVLBBYLVHG

2LO 6DQGV 6HIJPHQW

*URVV BDOHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ

&RUSRUDWH DQG (OLPLQDWLRQV 6HIJPHQW

3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ

&RQVROLGDWHG

*URVV BDOHV
3XUFKDVHG 3URGXFW
7UDQVSRUWDWLRQ DQG %OHQGLQJ

SHYLVLRQV LEEO®MRBQVKH QLQH PRQWKV HQGH® BB BWHPHENMEZHOYH PBQ®WKY HQGHG 'HFHPEHU UHODWHG WR DGN
WKLUG SDUW\ SXUFKDVHV XVHG LQ EOHQGLQJ DQG RSWLPL]DWLRQ DFWLYLWLHYV
S5HYLVLRQV LQEORBBRIQVKH QLQH PRQWKY HQGHG 6MISOIIRBEWHKH WZHOPR@PRQWKY HQGHG 'HFHPEHU WR PRUH DSSL

EOHQGLQJ DW RXU /OR\GPLQVWHU WKHUPDO DQG /OR\GPLQVWHU FRQYHQWLRQDO KHDY\ RLO DVVHWYV

&HQRYXV (QHUJ\ ,QF 4 ODQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV
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