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STERLING BANK PLC

REPORT OF THE DIRECTORS

FOR THE YEAR ENDED 31 DECEMBER 2018

CORPORATE STRUCTURE AND BUSINESS

Principal activity and business review

Legal form

In 2016, Sterling Bank Plc registered Sterling Investment Management Plc ("the SPV") with the Corporate
Affairs Commission as a public limited liability company limited by shares. The main objective of setting up the
SPV was to raise or borrow money by the issuance of bonds or other debt instruments. The SPV is a subsidiary
and is consolidated in the financial statements of the Bank. The Bank and its subsidiary is collectively referred
to as "the Group".

 
The Bank has 180 branches and cash centres as at 31 December 2018.

The Directors have pleasure in presenting to the members of Sterling Bank Plc ("the Bank") their report
together with the audited consolidated and separate financial statements for the year ended 31 December
2018.

Sterling Bank Plc (formerly known as NAL Bank Plc) was the pioneer merchant bank in Nigeria, established on
25 November 1960 as a private limited liability company, and was converted to a public limited liability company
in April 1992.

Sterling Bank Plc ("the Bank”) is engaged in commercial banking with emphasis on retail and consumer
banking, trade services, corporate, investment and non-interest banking activities. It also provides wholesale
banking services including the granting of loans and advances, letter of credit transactions, money market
operations, electronic and mobile banking products and other banking activities. 

Following the consolidation reforms introduced and driven by the Central Bank of Nigeria (CBN) in 2004, the
Bank emerged from the consolidation of NAL Bank Plc, Indo-Nigerian Bank Limited, Magnum Trust Bank Plc,
NBM Bank Limited and Trust Bank of Africa Limited. NAL Bank Plc as the surviving bank adopted a new name
for the enlarged entity, ‘Sterling Bank Plc’. The enlarged Bank commenced post-merger business operations
on 3 January 2006 and the Bank’s shares are currently quoted on the Nigerian Stock Exchange (NSE).

In October 2011, the Bank had a business combination with Equitorial Trust Bank Limited to re-position itself to
better compete in the market space.

In compliance with the CBN guidelines on the review of the Universal Banking model, the Bank divested its
interest from its four (4) subsidiaries and one associate company on 30 December 2011.
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STERLING BANK PLC

REPORT OF THE DIRECTORS - Continued

FOR THE YEAR ENDED 31 DECEMBER 2018

OPERATING RESULTS

Group Group Bank Bank

In millions of Naira 2018
2017

Restated* 2018
2017

Restated*

Gross earnings 152,164     133,490     151,247     133,022     
======= ======= ======= =======

Profit before income tax 9,489         8,105         9,739         8,039         
Income tax expense (271)           (85)             (271)           (85)             

----------- ----------- ----------- -----------
Profit after income tax 9,218         8,020         9,468         7,954         

====== ====== ====== ======
Profit attributable to equity holders 9,218         8,020         9,468         7,954         

====== ===== ===== =====
Appropriation:
Transfer to statutory reserve      1,420         1,268         1,420         1,268         
Transfer to retained earnings 7,798         6,752         8,048         6,686         

----------- ----------- ---------- -----------
9,218         8,020         9,468         7,954         

====== ===== ===== =====

Total non-performing loans as % of gross loans 8.69% 6.2% 8.69% 6.2%

Earnings per share (kobo) – Basic 32k 28k 33k 28k

Earnings per share (kobo) – Diluted             32k 28k 33k 28k

Highlights of the Group and the Bank’s operating results for the year ended 31 December 2018 are as follows:

*Certain amounts shown here do not correspond to the 2017 financial statements and reflect adjustments 
made, refer to Note 46 to the consolidated and separate financial statements
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STERLING BANK PLC

REPORT OF THE DIRECTORS - Continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Directors who served during the year

The following Directors served during the year and as at the date of this report:

Name Designation Date appointed/retired Interest represented

Mr. Asue Ighodalo Chairman Moehi Nigeria Limited
Mr. Rasheed Kolarinwa Independent Director Retired -26/10/2018
Dr. (Mrs.) Omolara Akanji Independent Director
Mr. Michael Ajukwu Independent Director Appointed - 22/06/2018

Mr. Olaitan Kajero Non-Executive Director

Eba Odan Industrial & 
Commercial Company
STB Building  Society 
Limited
Eltees Properties
Rebounds Integrated 
Services Limited
L.A Kings Limited

Mrs. Tairat Tijani Non-Executive Director Ess-ay Investment 
Limited

Mrs. Egbichi Akinsanya Non-Executive Director Retired - 22/05/2018
Asset Management 
Corporation of Nigeria 
(AMCON)

Mr. Michael Jituboh Non-Executive Director Dr. Mike Adenuga
Mr. Sujit Varma (Indian) Non-Executive Director State Bank of India

Mrs. Folasade Kilaso Non-Executive Director Appointed - 14/06/2018

Alfanoma Nigeria Limited
Plural Limited
Reduvita Limited
Quakers Integrated 
Services Limited
Concept Features Limited

Mr. Abubakar Suleiman Managing Director/CEO
Mr. Kayode Lawal Executive Director Retired - 31/08/2018
Mr. Grama Narasimhan (Indian) Executive Director
Mr. Yemi Odubiyi Executive Director
Mr. Yemi Adeola Managing Director/CEO Retired - 1/04/2018
Ms. Tamarakare Yekwe (MON) Independent Director Retired - 06/03/2018

Mr. Emmanuel Emefienim Executive Director Appointed - 05/02/2018
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STERLING BANK PLC

REPORT OF THE DIRECTORS - Continued

 FOR THE YEAR ENDED 31 DECEMBER 2018

Going concern

Director’s interests in shares

31-Dec-18 31-Dec-18 31-Dec-17 31-Dec-17
Names Direct Indirect Direct Indirect

1 Mr. Asue Ighodalo  -                 62,645,242  -                 62,645,242 
2 Mr. Rasheed Kolarinwa  -  -  -  - 
3 Mr Michael Jituboh  -            1,620,376,969  -            1,620,376,969 
4 Dr. (Mrs) Omolara Akanji  -  -  -  - 
5 Mr. Michael Ajukwu  -  -  -  - 
6 Mr. Sujit Varma  -            2,549,505,026  -            2,549,505,026 
7 Mr. Olaitan Kajero  -            1,582,687,059  -            1,582,687,059 
8 Mrs. Tairat Tijani  -            1,149,566,801  -            1,444,057,327 
9 Mrs. Folasade Kilaso  -            1,440,337,670  -  - 

10 Mr. Abubakar Suleiman                 28,108,227  -                     25,157,631  - 
11 Mr. Grama Narasimhan  -  -  -  - 
12 Mr. Yemi Odubiyi                 19,342,826  -                     16,473,564  - 
13 Mr. Emmanuel Emefienim                 12,158,681  -  -  - 
14 Yemi Adeola  -  -                     25,535,555  - 
15 Tamarakare Yekwe (MON)  -  -  -  - 
16 Mrs. Egbichi Akinsanya  -  -  -            1,685,614,073 
17 Mr. Kayode Lawal  -  -                     16,220,306  - 

Director’s interests in contracts

Director’s Remuneration

Type of Package  Fixed Timing

Basic Salary
Paid monthly during 
the financial year

Other Allowances
Paid periodically 
during the financial 
year

Productivity Bonus
Paid annually in 
arrears

Director Fees
Paid annually in July

Sitting Allowances
Paid after each 
meeting

Beneficial ownership

The Directors assess the Group and the Bank's future performance and financial position on an ongoing basis and have no reason to
believe that the Group will not be a going concern in the next twelve months from the date of this report. For this reason, these
consolidated and separate financial statements are prepared on a going-concern basis.

Interest of directors in the issued share capital of the Bank as recorded in the Register of members and/or as notified by them for the
purpose of Section 275 of the Companies and Allied Matters Act of Nigeria were as follows:

For the purpose of Section 277 of the Companies and Allied Matters Act, CAP C20 Laws of the Federation of Nigeria 2004, none of the
current Directors had direct or indirect interest in contracts or proposed contracts with the Group during the year.

The Bank is owned by Nigerian citizens, corporate bodies and foreign investors.

The Bank ensures that remuneration paid to its Directors comply with the provisions of the codes of corporate governance issued by its
regulators.

In compliance with Section 34 (5) of the Code of Corporate Governance for Public Companies issued by the Securities and Exchange
Commission, the Bank hereby disclose the remuneration paid to its Directors as follows:

Description
Part of gross salary package for Executive Directors only, reflects the
banking industry competitive salary package and the extent to which the
Bank’s objectives have been met for the financial year

Part of gross salary package for Executive Directors only, reflects the
banking industry competitive salary package and the extent to which the
Bank’s objectives have been met for the financial year

Paid to Executive Directors only and tied to performance of their line
reports. It is also a function of the extent to which the Bank’s objectives
have been met for the financial year

Allowances paid to Non-Executive Directors only for attending Board
and Board Committee meetings

Paid annually in July to Non-Executive Directors only
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STERLING BANK PLC

REPORT OF THE DIRECTORS - Continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Analysis of shareholding

Range of shares Number % Number %
 of holders of units

1               -               1,000 31,909 36.77% 14,391,739 0.05%
1001        -              5,000 26,238 30.24% 59,884,413 0.21%
5,000       -             10,000 8,912 10.27% 60,865,275 0.21%
10,001     -             20,000 7,053 8.13% 96,630,937 0.33%
20,001     -             50,000 4,826 5.56% 153,757,434 0.52%
50,001     -            100,000 2,688 3.10% 199,744,127 0.64%
100,001   -            200,000 2,022 2.33% 293,512,054 1.01%
200,001   -            500,000 1,612 1.86% 504,195,110 1.77%
500,001   -           10,000,000 1,389 1.60% 1,974,003,980 7.08%
Above  10,000,001 123 0.14% 14,798,036,648 51.24%
Foreign shareholding 5 0.01% 10,635,396,407 36.94%

----------- ----------- -------------------------- -----------
86,777 100% 28,790,418,124 100.00%
====== ====== ============ ======

The following shareholders have shareholding of 5% and above as at 31 December 2018:

31-Dec-18 31-Dec-18 31-Dec-17 31-Dec-17
Unit holding % holding Unit holding % holding

Silverlake Investments Limited 7,197,604,531         25.00 7,197,604,531         25.00
State Bank of India 2,549,505,026         8.86 2,549,505,026         8.86

Sterling Bank Staff Investment Trust Fund 1,735,550,547         6.03 -                           0.00

SNNL/Asset Management Corporation of Nigeria - 
Main -                           0.00 1,685,614,073         5.85

Dr. Mike Adenuga 1,620,376,969         5.63 1,620,376,969         5.63
Ess-ay Investments Limited           1,149,566,801 3.99           1,444,057,327 5.02

Donations and Charitable Gifts

Amount (N’m)
                  65.4 
                  35.0 
                  33.7 
                  25.0 
                  15.0 
                  15.0 
                  10.8 
                  10.0 
                    8.5 
                    8.1 
                    8.0 
                    6.0 
                    5.9 
                    5.9 
                    5.0 
                    4.0 
                  37.8 

299.01

Department of Obstetrics and Gynecology  (LUTH)
ICREATE Skills fest
Nationwide League One
Education support for Schools

Details of Donation

Nigeria Economic Summit Group

The range analysis of the distribution of the shares of the Bank as at 31 December 2018 is as follows:

The Bank during the year ended 31 December 2018 donated a total sum of N299million (for the year ended 31 December 2017:
N346million) to various charitable organizations in Nigeria, details of which are shown below. No donation was made to any political
organization.

Purpose

Support for SMEs initiatives

States' Investment Summit
Arts and Book festival

States' Security Trust Fund
Teach for Nigeria
Leah Foundation - Production of movie on Breast and Cervical Cancer Corporate Social Responsibility

Sponsorship

Corporate Social Responsibility
Corporate Social Responsibility
Corporate Social Responsibility
Corporate Social Responsibility

One Million Teachers (1MT) partnership
Environmental sustainability partnership with States Government
Racing for Sustainable Development Goals

Corporate Social Responsibility
Corporate Social Responsibility
Corporate Social Responsibility

Corporate Social Responsibility

Sponsorship
Corporate Social Responsibility
Sponsorship/ CSR

Corporate Social Responsibility

Corporate Social Responsibility
Sponsorship
Corporate Social ResponsibilityOther Donations and collaborations

Training for Film Producers
Made in Nigeria Festival
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STERLING BANK PLC

REPORT OF THE DIRECTORS - Continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Gender Analysis of Staff
Analysis of staff employed by the Bank during the year ended 31 December 2018

DESCRIPTION NUMBER   % TO TOTAL 
STAFF

Female new hire 165 38%
Male new hire 274 62%

----- -----
Total new hire 439 100%

==== ====
Female as at 31 December 2018 970 40.40%
Male as at 31 December 2018 1,431 59.60%

------ -----
Total staff 2,401 100%

==== ====

Analysis of top management positions by gender as at 31 December 2018:
GRADE  FEMALE    MALE TOTAL
Senior Management (AGM –GM) 12 31 43
Middle Management (DM – SM) 66 155 221

----- ------  -----
TOTAL  78 186 264

=== === ===

Analysis of Executive and Non-Executive positions by gender as at 31 December 2018:

GRADE FEMALE    MALE TOTAL
Executive Director - 3 3
Managing Director  - 1 1
Non-Executive Director 3 5 8

---   --- ---
TOTAL  3 9 12

=== === ===

Acquisition of own shares

Property, plant and equipment

The Bank did not acquire any of its shares during the year ended 31 December 2018 (2017: Nil).

Information relating to changes in property, plant and equipment is given in Note 23 to the consolidated and separate
financial statements.
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STERLING BANK PLC

CORPORATE GOVERNANCE REPORT

FOR THE YEAR ENDED 31 DECEMBER 2018

Board of Directors

Attendance at Board meetings for the year ended 31 December 2018 are as follows:

Director Attendance No. of 
Meetings

1 Mr. Asue Ighodalo Chairman 5 5
2 Mr. Rasheed Kolarinwa (Retired 26/10/18) Independent Director 4 4
3 Dr. (Mrs.) Omolara Akanji Independent Director 5 5
5 Mr. Olaitan Kajero Non-Executive Director 5 5
6 Mrs. Tairat Tijani                                                                     Non-Executive Director 5 5
7 Mrs Tamarakare Yekwe (Retired 06/03/18) Independent Director 2 2
8 Mrs. Egbichi Akinsanya (Retired 22/05/18) Non-Executive Director 3 3
9 Mr. Michael Jituboh Non-Executive Director 3 5

10 Mr. Sujit Varma Non-Executive Director 1 5
11 Mrs. Folasade Kilaso (Appointed 14/06/18) Non-Executive Director 2 2
12 Mr. Michael Ajukwu (Appointed 22/06/18) Independent Director 2 2
13 Mr. Abubakar Suleiman Managing Director / CEO 5 5
14 Mr Yemi Adeola (Retired 01/04/18) Managing Director / CEO 1 1
15 Mr. Kayode Lawal (Retired 31/08/18) Executive Director 3 3
16 Mr. Grama Narasimhan (Indian) Executive Director 5 5
17 Mr. Yemi Odubiyi Executive Director 5 5
18 Mr. Emmanuel Emefienim (Appointed (05/02/18) Executive Director 4 4

Board Committees

Board Credit Committee

Terms of reference
•  

•  

•  Review the Credit Policy Guidelines of the Bank as and when required by the dictates of the market and/or the
corporate strategic intent on the recommendation of the MCC.

The Bank complies with the relevant provisions of the Nigerian Securities & Exchange Commission (SEC) and the
Central Bank of Nigeria (CBN) Codes of Corporate Governance.

The Board of Directors (the “Board”) is made up of the Non-Executive Chairman, Non-Executive Directors and
Executive Directors who oversee the corporate governance of the Bank.

The Board carries out its oversight functions through its various committees each of which has a clearly defined terms
of reference and a charter which has been approved by the Central Bank of Nigeria. The Board has five (5) standing
committees, namely: Board Credit Committee, Board Finance & General Purpose Committee, Board Risk
Management Committee, Board Audit Committee, and Board Governance & Remuneration Committee. In line with
best practice, the Chairman of the Board is not a member of any of the Committees. The composition and
responsibilities of the committees are set out below:

The Committee acts on behalf of the Board of Directors on credit matters, and reports to the Board for
approval/ratification. 

Consider credit proposals for approval on the recommendation of the Management Credit Committee (MCC).

Recommend to the Board assignment of credit approval authority limits on the recommendation of the MCC.

10



STERLING BANK PLC

CORPORATE GOVERNANCE REPORT - continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Board Credit Committee - continued

•  

•  

•  

•  

•  

•  

•  

•  

•  

•  

Attendance No. of 
Meetings

1 Dr. (Mrs.) Omolara Akanji Chairperson 4 4
2 Mr. Rasheed Kolarinwa (Retired 26/10/18) Member 4 4
3 Mr. Olaitan Kajero Member 4 4
4 Mr. Michael Ajukwu Member 2 2
5 Mr. Abubakar Suleiman Member 4 4
6 Mr. Grama Narasimhan (Indian) Member 4 4
7 Mr. Yemi Odubiyi Member 1 1
8 Mr. Emmanuel Emefienim Member 2 2

Board Finance and General Purpose Committee

Terms of reference

•  

•  

•  

The Committee acts on behalf of the Board of Directors on all matters relating to financial management, and reports to
the Board for approval/ratification. 

Establish the Bank’s financial policies in relation to the operational plan, capital budgets, and the reporting of
results.

Monitor the progress and achievement of the Bank’s financial targets.

Review significant corporate financing and liquidity programs and tax plans.

Periodic review of the recovery process to ensure compliance with the Bank’s recovery policies, applicable laws
and statutory requirements.

Perform any other duties assigned by the Board from time to time.

The members and respective attendance in committee meetings are as follows:

Approve credit facility requests above the limits set for Management, within limits defined by the Bank’s credit
policy and within the statutory requirements set by the regulatory/supervisory authorities.

Review periodic credit portfolio reports and assess portfolio performance.

Ensure compliance with the Bank’s Credit Policies and statutory requirements prescribed by the
regulatory/supervisory authorities.

Recommend credit facility requests above the Committee’s limit to the Board.

Review and recommend to the Board for approval/ratification Management proposals on full and final settlements
on non performing loans.

Review and approve the restructure of credit facilities in line with the Credit Policy Guidelines.

Review and approve credit proposals in line with the Bank’s Risk Policy Guidelines.

Review and recommend to the Board for approval proposals on write-offs.
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STERLING BANK PLC

CORPORATE GOVERNANCE REPORT - continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Board Finance and General Purpose Committee - continued

•  

•  

•  

•  

•  

•  

•  

•  •  
•  •  

•  •  
•  •  
•  •  

Attendance No. of 
Meetings

1 Mrs. Tairat Tijani Chairperson 4 4
2 Mrs. Egbichi Akinsanya (Retired 22/05/18) Member 2 2
3 Mrs. Folasade Kilaso Member 2 2
4 Mr. Michael Jituboh Member 3 4
5 Mr. Abubakar Suleiman Member 4 4
6 Mr. Yemi Odubiyi Member 4 4

Review contract awards for significant expenditure above EXCO limit.
Review significant transactions and new business initiatives for the Board’s approval.

To perform any other duties assigned by the Board from time to time.

The members and respective attendance in committee meetings are as follows:

Approve a comprehensive framework for delegation of authority on financial matters and enforce compliance with
financial manual of authorities.

Ensure cost management strategies are developed and implemented to monitor and control costs.

Review major expense lines periodically and approve expenditure within the limit of the Committee as
documented in the financial manual of authorities.

Recommend for Board approval, the Bank’s dividend policy, including amount, nature and timing.

Review and make recommendations to the Board regarding the Bank’s investment strategy, policy and
guidelines, its implementation and compliance with those policies and guidelines and the performance of the
Bank’s investment portfolio.

Review annually the Bank’s financial projections, as well as capital and operating budgets, and review on a
quarterly basis with management, the progress of key initiatives including actual financial results against targets
and projections.

Review and recommend for Board approval, the Bank’s capital structure, including but not limited to, allotment of
new capital, debt limits and any changes to the existing capital structure.

Recommend major expenditure approvals to the Board.

Review and consider the financial statements and make appropriate recommendation to the Board.
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STERLING BANK PLC

CORPORATE GOVERNANCE REPORT - continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Board Risk Management Committee

Terms of reference
•  

•  

•  

•  

•  

•  

•  

•  

•  

•  

•  

•  

•  

  
Attendance No. of 

Meetings
1 Mr. Olaitan Kajero Chairman 4 4
2 Mr. Rasheed Kolarinwa (Retired 26/10/18) Member 4 4
3 Dr. (Mrs.) Omolara Akanji Member 4 4
4 Mrs. Tairat Tijani Member        4 4
5 Mr. Michael Jituboh Member 2 4
6 Mr. Abubakar Suleiman Member 4 4
7 Mr. Kayode Lawal (Retired 31/08/18) Member 2 2
8 Mr. Yemi Odubiyi Member 4 4
9 Mr. Emmanuel Emefienim Member 2 2

Review the effectiveness of the risk management system on an annual basis.

To perform any other duties assigned by the Board from time to time.

The members and respective attendance in committee meetings are as follows:

Endorse definition of risk and return preferences and target risk portfolio.

Periodic review of changes in the economic and business environment, including emerging trends and other
factors relevant to the Bank’s risk profile.

Ensure compliance with the Bank’s credit policies, applicable laws and statutory requirements prescribed by the
regulatory/supervisory authorities.

Review the organization’s risk-reward profiles including credit, market and operational risk-reward profiles and
where necessary, recommend strategies for improvement.

Evaluate the risk profile and risk management plans drafted for major projects, acquisitions, new products and
new ventures or services to determine the impact on the risk reward profile.
Oversight of management’s process for the identification of significant risks and the adequacy of prevention,
detection and reporting mechanisms.

Receive reports on, and review the adequacy and effectiveness of the Bank’s risk and control processes to
support its strategy and objectives.

The Committee is responsible for evaluating and handling issues relating to risk management in the Bank. 

Review and recommend to the Board the risk management policy including risk appetite, risk limits, tolerance
and risk strategy.

Review and recommend to the Board for approval the Bank’s Enterprise-wide Risk Management Policy and other
specific risk policies.

Monitor the Bank’s plan and progress in meeting regulatory risk based supervision requirements.

Monitor implementation and migration to Basel II, III, and IV and other local and international risk management
bodies as approved by the regulators.
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STERLING BANK PLC

CORPORATE GOVERNANCE REPORT - continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Board Audit Committee

Terms of reference
•  
•  

•  

•  

•  
•  

•  

•  

•  

•  

•  
•  
•  

•  

•  

•  
•  
•  
•  

•  
•  
•  

•  
•  
•  Review the implementation of External Auditors’ recommendations by Management;

Review the significant findings and recommendations by Internal Audit  and Management responses thereof;

Review the implementation of Internal Audit recommendations by Management;
Review the performance of the Chief Internal Auditor;
Review the effectiveness of the Internal Audit function, including compliance with acceptable International
Standards for the Professional Practice of Internal Auditing.
Review the external auditors' proposed audit scope, approach and audit fees for the year;
Review the findings and recommendations by External Auditors  and Management responses thereof;

Review and ensure the performance reporting and information uses appropriate targets and benchmarks.

Review the Internal Audit operations manual, budget, activities, staffing, skills and organizational structure of the
Internal Audit;
Review and approve the Internal Audit plan, its scope and any major changes to it, ensuring that it covers the key
risks and that there is appropriate co-ordination with the Bank’s External Auditors;
Review and concur in the appointment, replacement, or dismissal of the Chief Internal Auditor;
Resolve any difficulties or unjustified restrictions or limitations on the scope of Internal Audit work;
Resolve any significant disagreements between Auditors and Management;

Review the annual report and related regulatory filings before release and consider the accuracy and
completeness of the information.

Review the adequacy of the internal control system, including information technology security and control.

Understand the scope of internal and external auditors' review of internal control over financial reporting, and
obtain reports on significant findings and recommendations, together with management's responses.

Review the relevant policies and procedures in place and ensure they are up to date, and are complied with.

Review and ensure the financial internal controls are operating efficiently and effectively.
Review the Bank’s compliance with the performance management and reporting systems;

Review the appropriateness of accounting policies.
Review the appropriateness of assumptions made by Management in preparing the financial statements.

Review the significant accounting and reporting issues, and understand their impact on the financial statements; 

Review the quarterly and annual financial statements and consider whether they are complete, consistent with
prescribed accounting and reporting standards.
Obtain assurance from Management with respect to the accuracy of the financial statements.
Review with management and the external auditors the results of external audit, including any significant issues
identified.

The Committee acts on behalf of the Board of Directors on all audit matters. Decisions and actions of the Committee
are presented to the Board for approval/ratification.  
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STERLING BANK PLC

CORPORATE GOVERNANCE REPORT - continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Board Audit Committee - continued

•  
•  

•  
•  

•  

•  

Attendance No. of 
Meetings

1 Mr. Michael Ajukwu Chairman 2 2
2 Mr. Rasheed Kolarinwa (Retired 26/10/18) Member        4 4
3 Dr. (Mrs.) Omolara Akanji Member           4 4
4 Mrs. Tairat Tijani Member 4 4
5 Mrs. Egbichi Akinsanya (Retired 22/05/18) Member 2 2
6 Mr. Michael Jituboh Member 3 4
7 Mrs. Folasade Kilaso Member 2 2

Board Governance & Remuneration Committee

Terms of reference

•  

•  

•  

•  

•  

•  

•  •  

Appraise the Managing Director & Chief Executive and Executive Directors annually for appropriate
recommendation to the Board;

The Committee shall review the tenor of both Executive and Non-Executive Directors on the Board and Board
Committees.

The Committee shall recommend any proposed change(s) to the Board.

Perform other duties as may be assigned by the Board of Directors; 

The members and respective attendance in committee meetings are as follows:

Approve training programmes for Non-Executive Directors;

The Committee shall review the need for appointments and note the specific experience and abilities needed for
each Board Committee, consider candidates for appointment as either Executive or Non-Executive Directors and
recommend such appointments to the Board.

The Committee acts on behalf of the Board of Directors on all matters relating to the workforce. 

Monitoring, reviewing and approving employee relations’ issues such as compensation matters/bonus programs
and profit sharing schemes;

Advise the Board on recruitment, promotions and disciplinary issues affecting top management of the Bank from
Assistant General Manager grade and above;

Review the performance of External Auditors;
Ensure that there is proper coordination of audit efforts between Internal and External Auditors;

Review the effectiveness of the system for monitoring compliance with laws and regulations;
Review the findings of any examinations by regulatory agencies, and audit observations;

Regularly report to the Board of Directors on Committee activities;

15



STERLING BANK PLC

CORPORATE GOVERNANCE REPORT - continued

FOR THE YEAR ENDED 31 DECEMBER 2018

Board Governance & Remuneration Committee - continued

•  

•  

•  
•  

•  

•  

•  

•  

•  

•  

•  

•  

•  
•  

•  

The members and respective attendance in committee meetings are as follows:

Attendance
No. of 
Meetings

1 Mrs. Folasade Kilaso Chairperson           2 2
2 Mr. Rasheed Kolarinwa (Retired 26/10/18) Member              5 5
3 Dr. (Mrs.) Omolara Akanji Member                5 5
4 Mr. Olaitan Kajero Member 5 5
5 Mrs. Egbichi Akinsanya (Retired 22/05/18) Member              3 3
6 Mrs. Tairat Tijani Member              5 5
7 Mr. Michael Ajukwu Member                2 2

Develop, review and recommend the remuneration policy to the Board for approval.

To perform any other duties assigned by the Board from time to time.

The Committee may engage a remuneration consultant at the expense of the Bank for the purpose of carrying
out its responsibilities. Where such a consultant is engaged by the Committee, the consultant must be
independent.

Ensure that the level of remuneration is sufficient to attract, retain and motivate Executive Directors and all
employees of the Bank while ensuring that the Bank is not paying excessive remuneration.

Recommend to the Board compensation payable to Executive Directors and Senior Management employees for
any loss of office or termination of appointment.

Review and submit to the full Board, recommendations concerning Executive Directors Compensation plans,
salaries and perquisites ensuring that the compensation packages are competitive.

Review and submit to the full Board, recommendations concerning Non-Executive Directors remuneration.

Review and recommend for Board approval stock-based compensation, share option, incentive bonus,
severance benefits and perquisites for Executive Directors and employees.

Review and make recommendations on the Bank’s succession plan for Directors and other senior management
staff from Assistant General Manager grade and above.
Regular monitoring of compliance with Bank’s Code of Ethics and Business Conduct for Directors and Staff.

The Committee shall determine the incentive arrangements and benefits of the Executive and Non-Executive
Directors of the Bank for recommendation to the Board.

To make recommendations on experience required by Board Committee Members, Committee Appointments
and Removal, Reporting and other Committee Operational matters.

To ensure that the Board evaluation is carried out on an annual basis.
To review and make recommendations to the Board for approval of the Bank’s Organisational structure and any
proposed amendments.

Recommend to the Board renewal of appointment of Executive and Non-Executive Directors based on the
outcome of review of Directors performance.
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Statutory Audit Committee

Shareholders’ Representative
1 Alhaji Mustapha Jinadu       
2 Mr. Idongesit Udoh              
3 Ms. Christie Vincent             

Non-Executive Directors
4 Mr. Olaitan Kajero
5 Mr. Rasheed Kolarinwa
6 Mr. Michael Jituboh   

Terms of reference

•  

•  

•  

-

-

-

-

•  

To review representation letter(s) requested by the external auditors before they are signed by Management;

To review the Management Letter and Management’s Response to the auditor’s findings and recommendations;

To assist in the oversight of the integrity of the Bank’s financial statements, compliance with legal and other
regulatory requirements, assessment of qualifications and independence of external auditor, and performance of
the Bank’s internal audit function as well as that of external auditors;

To establish an internal audit function and ensure there are other means of obtaining sufficient assurance of
regular review or appraisal of the system of internal controls in the Bank;

To ensure the development of a comprehensive internal control framework for the Bank, obtain assurance and
report annually in the financial report, on the operating effectiveness of the Bank’s internal control framework;

The Committee is established in line with Section 359(6) of the Companies and Allied Matters Act, CAP C20 Laws of
the Federation of Nigeria 2004. The Committee’s membership consists of three (3) representatives of the shareholders 
elected at the Annual General Meeting (AGM) and three (3) Non-Executive Directors. The Committee meets every
quarter, but could also meet at any other time, as the need arise.

All members of the Committee are financially literate.

The membership of the Committee is as follows:

To review and approve the annual audit plan and ensure that it is consistent with the scope of audit engagement,
having regard to the seniority, expertise and experience of the audit team;

To make recommendations to the Board to be put to the Shareholders for approval at the AGM regarding the
appointment, removal and remuneration of the external auditors of the Bank;

To authorise the internal auditor to carry out investigations into any activities of the Bank which may be of interest
or concern to the Committee;
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Statutory Audit Committee - continued

•  

-

-

-

-

-

-

-

-

-

-

-

-

Attendance No. of 
Meetings

1 Mr. Olaitan Kajero Chairman 4 4
2 Alhaji Mustapha Jinadu Member        4 4
3 Mr. Idongesit Udoh Member           4 4
4 Ms. Christie Vincent Member 4 4
5 Mr. Rasheed Kolarinwa (Retired 26/10/18) Member 2 2
6 Mr. Michael Jituboh Member 1 2

To consider any related party transactions that may arise within the Bank or Group;

Invoke its authority to investigate any matter within its terms of reference for which purpose the Bank must make
available the resources to the internal auditors with which to carry out this function, including access to external
advice where necessary;

Prepare the Committee’s report for inclusion in the Bank’s Annual Report; and

Report to the Board regularly at such times as the Committee shall determine necessary.

The members and respective attendance in committee meetings are as follows:

To oversee management’s process for the identification of significant fraud risks across the Bank and ensure that
adequate prevention, detection and reporting mechanisms are in place;

At least on an annual basis, obtain and review a report by the internal auditor describing the strength and quality
of internal controls including any issues or recommendations for improvement, raised by the most recent internal
control review of the Bank;

Discuss the annual audited financial statements and half yearly unaudited financial statements with Management
and external auditors;

Discuss policies and strategies with respect to risk assessment and management;

Meet separately and periodically with Management, internal auditors and external auditors;

To review and ensure that adequate whistle-blowing procedures are in place;

To review, with the external auditors, any audit scope limitations or problems encountered and management’s
responses to same;

To review the independence of the external auditors and ensure that where non-audit services are provided by
the external auditors, there is no conflict of interest;

To review such other matters in connection with overseeing the financial reporting process and the maintenance
of internal controls as the Committee shall deem appropriate;
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Dates for Board and Board Committee meetings held in 2018 financial year:

Meetings
Board 26-Jan-18 6-Mar-18 22-May-18 14-Aug-18 22-Nov-18
Board Credit Committee 16-Feb-18 25-Apr-18 13-Jul-18 15-Oct-18

Board Finance & General Purpose 
Committee 21-Feb-18 17-Apr-18 6-Jul-18 16-Oct-18

Board Audit Committee 22-Feb-18 26-Apr-18 18-Jul-18 22-Oct-18
Board Risk Management Committee 15-Feb-18 24-Apr-18 16-Jul-18 29-Oct-18

Board Governance & Remuneration 
Committee 11-Jan-18 20-Feb-18 23-Apr-18 17-Jul-18 18-Oct-18

Statutory Audit Committee 23-Feb-18 19-Apr-18 25-Jul-18 25-Oct-18

The Company Secretary

Management Committees

1 Executive Committee (EXCO)

2 Asset and Liability Committee (ALCO)

The Company Secretary assists the Chairman in ensuring good information flow within the Board and its
committees and between Management and Non-Executive Directors. The Company Secretary also facilitates
orientation of new Directors and coordinates the professional development of Directors.

The Company Secretary is responsible for designing and implementing a framework for the Bank’s
compliance with the listing rules of the Nigeria Stock Exchange, including advising Management on prompt
disclosure of material information.

The Company Secretary attends and prepares the minutes for all Board meetings. As Secretary for all Board
Committees, she assists in ensuring coordination and liaison between the Board, the Board Committees and
Management. The Company Secretary also assists in the development of the agendas for the various Board
and Board Committee meetings.

The appointment and removal of the Company Secretary are subject to the Board’s approval.

Dates

The Committee provides leadership to the management team and ensures the implementation of
strategies approved by the Board. It deliberates and takes decisions on the effective and efficient
management of the Bank.

The Committee ensures adequate liquidity and the management of interest rate risk within acceptable
parameters. It also reviews the economic outlook and its impact on the Bank’s strategies.

The Directors have separate and independent access to the Company Secretary. The Company Secretary is
responsible for, among other things, ensuring that Board procedures are observed and that the Company’s
Memorandum and Articles of Association together with other relevant rules and regulations are complied with.
She also assists the Chairman and the Board in implementing and strengthening corporate governance
practices and processes, with a view to enhancing long-term shareholder value.
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Management Committees - continued

3 Management Credit Committee (MCC)

4 Management Performance Review Committee (MPR)

5 Criticised Assets Committee (CAC)

6 Computer Steering Committee (CSC)

7 Management Risk Committee (MRC)

Succession Planning

Code of Ethics

The Bank also has a Sanctions Manual which provides sample offences/violation and prescribes measures to
be adopted in various cases. The Chief Human Resource Officer (CHRO) is responsible for the
implementation and compliance to the “Code of Ethics”.

The Committee establishes the overall technology priorities by identifying projects that support the Bank’s
business plan. It provides guidance in effectively utilizing technology resources to meet business and
operational needs of the Bank.

The Committee is responsible for planning, management and control of the Bank's overall risks. It
includes setting the Bank's risk philosophy, risk appetite, risk limits and risk policies.

Sterling Bank Plc has a Succession Planning Policy which was approved by the Board of Directors in 2015.
Succession Planning is aligned to the Bank’s overall organisational development strategy. In line with this
policy, a unit was set-up in the Human Capital Management Group to implement, amongst others, a
Succession Plan for the Bank.

Successors are nominated based on experience, skills and competencies through an automated process by
current role holders in conjunction with the Human Capital Management Group. Development initiatives have
also been put in place to accelerate successors’ readiness.

Sterling Bank has a Code of Ethics that specifies acceptable behaviour of its staff, in the staff handbook. It is
a requirement that all staff should sign a confirmation that they have read and understood the document upon
employment.

The Committee approves new credit products and initiatives, minimum/prime lending rate and reviews the 
credit policy manual. It approves exposures up to its maximum limit and the risk asset acceptance
criteria.

The Committee reviews the Bank’s monthly performance on set targets and monitors budget
achievement. It also assesses the efficiency of resource deployment in the Bank and re-appraises cost
management initiatives.

The Committee reviews the Bank’s credit portfolio and collateral documentation. It reviews the
non-performing loans and recovery strategies for bad loans.
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Whistle Blowing Process

Securities Trading Policy

Complaint Management Policy

Process of Board Appointments

The Bank has put in place a Policy on Trading on the Bank’s Securities by Directors and other key personnel
of the Bank.

The Bank is committed to the highest standards of openness, probity and accountability, hence the need for
an effective and efficient whistle blowing process as a key element of good corporate governance and risk
management.

Whistle blowing process is a mechanism by which suspected breaches of the Bank’s internal policies,
processes, procedures and unethical activities by any stakeholder (staff, customers, suppliers and applicants)
are reported for necessary actions.

It ensures a sound, clean and high degree of integrity and transparency in order to achieve efficiency and
effectiveness in our operations.

The reputation of the Bank is of utmost importance and every staff of the Bank has a responsibility to protect
the Bank from any persons or act that might jeopardize its reputation. Staffs are encouraged to speak up
when faced with information that would help protect the Bank’s reputation.

During the year under review, the Directors and other key personnel of the Bank complied with the terms of
the Policy and the provisions of Section 14 of the Amendment to the Listing Rules of The Nigerian Stock
Exchange.

The Bank has put in place a Complaint Management Policy guiding the resolution of disputes with
stakeholders on the issue relating to the Investment and Securities Act.

The Board Governance & Remuneration Committee has the responsibility for leading the process for Board
appointments as either Executive or Non-Executive Directors.

The Committee, in performance of its duties under the Board Charter, shall review the need for appointments
and recommend such appointments to the Board for approval. The Committee shall note the specific
experience and abilities needed and shall identify, review and recommend to the Board candidates for
potential appointment as Directors. In identifying suitable candidates, the Committee considers candidates on
merit against objective criteria and with due regard for the benefit of diversity on the Board, including gender
mix as well as the balance of appropriate skills and experience.

The appointment of Directors by the Board is subject to the approval of the Central Bank of Nigeria and
Shareholders at the Annual General Meeting.

An essential attribute of the process is the guarantee of confidentiality and protection of the whistle blower’s
identity and rights. It should be noted that the ultimate aim of this policy is to ensure efficient service to the
customer, good corporate image and business continuity in an atmosphere compliant with best industry
practice.

The Bank has a Whistle Blowing channel via the Bank’s website, dedicated telephone hotlines and e-mail
address in compliance with the guidelines for whistle blowing for Banks and Other Financial Institutions
issued by the Central Bank of Nigeria (CBN) .

The Bank’s Chief Compliance Officer is responsible for monitoring and reporting on whistle blowing.

Further disclosures are stated in Note 43 of the consolidated and separate financial statements.
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5HSRUW�RQ�WKH�$XGLW�RI�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV

2SLQLRQ

:H�KDYH�DXGLWHG�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�RI�6WHUOLQJ�%DQN�3OF��³WKH
%DQN´�� DQG� LWV� VXEVLGLDU\� �FROOHFWLYHO\� ³WKH� *URXS´�� ZKLFK� FRPSULVH� WKH� FRQVROLGDWHG� DQG
VHSDUDWH�VWDWHPHQWV�RI� ILQDQFLDO�SRVLWLRQ�DV�DW����'HFHPEHU�������DQG� WKH�FRQVROLGDWHG�DQG
VHSDUDWH�VWDWHPHQWV�RI�SURILW�RU� ORVV�DQG�RWKHU�FRPSUHKHQVLYH� LQFRPH�� WKH�FRQVROLGDWHG�DQG
VHSDUDWH�VWDWHPHQWV�RI�FKDQJHV�LQ�HTXLW\�DQG�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�VWDWHPHQWV�RI�FDVK
IORZV�IRU�WKH�\HDU�WKHQ�HQGHG��DQG�QRWHV�WR�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�
LQFOXGLQJ�D�VXPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�

,Q�RXU�RSLQLRQ��WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO
UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�*URXS�DQG�WKH�%DQN�DV�DW����'HFHPEHU�������DQG�RI�WKHLU
ILQDQFLDO� SHUIRUPDQFH� DQG� WKHLU� FDVK� IORZV� IRU� WKH� \HDU� WKHQ� HQGHG� LQ� DFFRUGDQFH� ZLWK
,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV�DQG�WKH�UHOHYDQW�SURYLVLRQV�RI�WKH�&RPSDQLHV�DQG
$OOLHG� 0DWWHUV�$FW�� &$3�&��� /DZV�RI� WKH� )HGHUDWLRQ� RI�1LJHULD������� WKH�%DQNV�DQG�2WKHU
)LQDQFLDO� ,QVWLWXWLRQV� $FW�� &$3� %�� /DZV� RI� WKH� )HGHUDWLRQ� RI� 1LJHULD� ������ WKH� )LQDQFLDO
5HSRUWLQJ�&RXQFLO�RI�1LJHULD�$FW�1R����������DQG�&HQWUDO�%DQN�RI�1LJHULD�FLUFXODUV�

%DVLV�RI�2SLQLRQ

:H� FRQGXFWHG�RXU� DXGLW� LQ� DFFRUGDQFH�ZLWK� ,QWHUQDWLRQDO� 6WDQGDUGV� RQ�$XGLWLQJ� �,6$V��� 2XU
UHVSRQVLELOLWLHV�XQGHU�WKRVH�VWDQGDUGV�DUH�IXUWKHU�GHVFULEHG�LQ�WKH�$XGLWRUV
�5HVSRQVLELOLWLHV�IRU
WKH�$XGLW�RI�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV�VHFWLRQ�RI�RXU�UHSRUW��:H�DUH
LQGHSHQGHQW� RI� WKH� *URXS� LQ� DFFRUGDQFH� ZLWK� WKH� ,QWHUQDWLRQDO� (WKLFV� 6WDQGDUGV� %RDUG� IRU
$FFRXQWDQWV¶�&RGH�RI�(WKLFV�IRU�3URIHVVLRQDO�$FFRXQWDQWV��,(6%$�&RGH��DQG�RWKHU�LQGHSHQGHQFH
UHTXLUHPHQWV�DSSOLFDEOH�WR�SHUIRUPLQJ�DXGLWV�RI�6WHUOLQJ�%DQN�3OF�DQG�LWV�VXEVLGLDU\��:H�KDYH
IXOILOOHG�RXU�RWKHU�HWKLFDO�UHVSRQVLELOLWLHV�LQ�DFFRUGDQFH�ZLWK�WKH�,(6%$�&RGH��DQG�LQ�DFFRUGDQFH
ZLWK�RWKHU�HWKLFDO�UHTXLUHPHQWV�DSSOLFDEOH�WR�SHUIRUPLQJ�WKH�DXGLW�RI�WKH�*URXS��:H�EHOLHYH�WKDW
WKH�DXGLW� HYLGHQFH�ZH�KDYH�REWDLQHG� LV�VXIILFLHQW�DQG�DSSURSULDWH� WR�SURYLGH�D�EDVLV� IRU�RXU
RSLQLRQ�

.H\�$XGLW�0DWWHUV

.H\� DXGLW� PDWWHUV� DUH� WKRVH� PDWWHUV� WKDW�� LQ� RXU� SURIHVVLRQDO� MXGJHPHQW�� ZHUH� RI� PRVW
VLJQLILFDQFH�LQ�RXU�DXGLW�RI� WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�RI� WKH�FXUUHQW
SHULRG�� 7KHVH�PDWWHUV� ZHUH� DGGUHVVHG� LQ� WKH� FRQWH[W� RI� RXU� DXGLW� RI� WKH� FRQVROLGDWHG� DQG
VHSDUDWH� ILQDQFLDO�VWDWHPHQWV�DV�D�ZKROH��DQG� LQ� IRUPLQJ�RXU�RSLQLRQ� WKHUHRQ��DQG�ZH�GR�QRW
SURYLGH�D�VHSDUDWH�RSLQLRQ�RQ�WKHVH�PDWWHUV��)RU�HDFK�PDWWHU�EHORZ��RXU�GHVFULSWLRQ�RI�KRZ�RXU
DXGLW�DGGUHVVHG�WKH�PDWWHU�LV�SURYLGHG�LQ�WKDW�FRQWH[W�
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5HSRUW�RQ�WKH�$XGLW�RI�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV�±�&RQWLQXHG

.H\�$XGLW�0DWWHUV���&RQWLQXHG

:H�KDYH�IXOILOOHG�WKH�UHVSRQVLELOLWLHV�GHVFULEHG�LQ�WKH�$XGLWRUV
�5HVSRQVLELOLWLHV�IRU�WKH�$XGLW�RI
WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV�VHFWLRQ�RI�RXU�UHSRUW��LQFOXGLQJ�LQ�UHODWLRQ
WR�WKHVH�PDWWHUV��$FFRUGLQJO\��RXU�DXGLW� LQFOXGHG�WKH�SHUIRUPDQFH�RI�SURFHGXUHV�GHVLJQHG�WR
UHVSRQG� WR� RXU� DVVHVVPHQW� RI� WKH� ULVNV� RI� PDWHULDO� PLVVWDWHPHQW� RI� WKH� FRQVROLGDWHG� DQG
VHSDUDWH� ILQDQFLDO�VWDWHPHQWV��7KH�UHVXOWV�RI�RXU�DXGLW�SURFHGXUHV�� LQFOXGLQJ� WKH�SURFHGXUHV
SHUIRUPHG� WR� DGGUHVV� WKH� PDWWHUV� EHORZ�� SURYLGH� WKH� EDVLV� IRU� RXU� DXGLW� RSLQLRQ� RQ� WKH
DFFRPSDQ\LQJ�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

([SHFWHG�&UHGLW�/RVV��(&/��DVVHVVPHQW�RQ�ILQDQFLDO�LQVWUXPHQWV

7KH�*URXS�KDV�VLJQLILFDQW�ILQDQFLDO�DVVHWV�LQ�LWV�SRUWIROLR�ZKLFK�DUH�PHDVXUHG�HLWKHU�DW�DPRUWLVHG
FRVW��IDLU�YDOXH�WKURXJK�SURILW�RU� ORVV�RU�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH��7KLV
UHSUHVHQWV�DERXW�����RI�WRWDO�DVVHWV��DQG�WKH�DVVRFLDWHG�LPSDLUPHQW�SURYLVLRQ�DUH�VLJQLILFDQW�WR
WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV��7KH�DGRSWLRQ�RI�WKH�,QWHUQDWLRQDO�)LQDQFLDO
5HSRUWLQJ�6WDQGDUGV��,)56������)LQDQFLDO�,QVWUXPHQW�5HFRJQLWLRQ�DQG�0HDVXUHPHQW�HIIHFWLYH���
-DQXDU\������LQWURGXFHG�DQ�H[SHFWHG�FUHGLW�ORVV�PRGHO��(&/��IRU�UHFRJQL]LQJ�LPSDLUPHQW�IRU
ILQDQFLDO�LQVWUXPHQWV�GLIIHUHQW�IURP�WKH�LQFXUUHG�ORVV�PRGHO�XQGHU�,$6����

7KH�(&/� LQYROYHV� WKH�DSSOLFDWLRQ�RI� MXGJHPHQW�DQG�HVWLPDWLRQ� LQ�GHWHUPLQLQJ� LQSXWV� IRU�(&/
FDOFXODWLRQ�VXFK�DV�

� 'HWHUPLQLQJ�FULWHULD�IRU�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN��6,&5��IRU�VWDJLQJ�SXUSRVH�

� $VVHVVLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�TXDQWLWDWLYH�IDFWRUV�VXFK�DV�GHIDXOW�DQG�TXDOLWDWLYH
IDFWRUV�VXFK�DV�PDFUR�HFRQRPLF�YDULDEOHV�

� ,QFRUSRUDWLQJ�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ�LQ�WKH�PRGHO�EXLOGLQJ�SURFHVV�

� )DFWRUV�LQFRUSRUDWHG�LQ�GHWHUPLQLQJ�WKH�3UREDELOLW\�RI�'HIDXOW��3'��� WKH�/RVV�*LYHQ�'HIDXOW
�/*'���WKH�5HFRYHU\�5DWH�DQG�WKH�([SRVXUH�DW�'HIDXOW��($'��

� )DFWRUV�FRQVLGHUHG�LQ�FDVK�IORZ�HVWLPDWLRQ�LQFOXGLQJ�WLPLQJ�DQG�DPRXQW�

� )DFWRUV�FRQVLGHUHG�LQ�FROODWHUDO�YDOXDWLRQ�

7KHVH�HVWLPDWHV�DUH�GULYHQ�E\�D�QXPEHU�RI�IDFWRUV��FKDQJHV�LQ�ZKLFK�PLJKW�OHDG�WR�D�VLJQLILFDQW
LPSDFW�LQ�WKH�LPSDLUPHQW�YDOXH�

$GRSWLQJ�,)56���DOVR�UHTXLUHV�VRPH�MXGJHPHQWV�LQ�WDNLQJ�FHUWDLQ�NH\�GHFLVLRQV�ZKLFK�ZLOO�LPSDFW
WKH� WUDQVLWLRQDO� GLVFORVXUHV� DV� DW� ��� -DQXDU\� ������ 5HIHU� WR� 1RWHV� ��� ��� DQG� ��� WR� WKH
FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�
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5HSRUW�RQ�WKH�$XGLW�RI�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV���&RQWLQXHG

.H\�$XGLW�0DWWHUV���&RQWLQXHG

7KLV�LV�FRQVLGHUHG�D�NH\�DXGLW�PDWWHU�LQ�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�JLYHQ
WKH�OHYHO�RI�VLJQLILFDQFH�RI�WKH�DPRXQW��WKH�FRPSOH[LW\�DQG�MXGJHPHQW�LQYROYHG�LQ�WKH�SURFHVV
ZKLFK�UHTXLUHG�FRQVLGHUDEOH�DXGLW�WLPH�DQG�H[SHUWLVH�

+RZ�WKH�PDWWHU�ZDV�DGGUHVVHG�LQ�WKH�DXGLW

2XU�DXGLW�DSSURDFK�ZDV�D�PL[�RI�ERWK�FRQWURO�DQG�VXEVWDQWLYH�SURFHGXUHV�

� :H�UHYLHZHG�WKH�,)56���PRGHO�SUHSDUHG�E\�WKH�PDQDJHPHQW�IRU�FRPSXWDWLRQ�RI�LPSDLUPHQW
RQ�ILQDQFLDO�DVVHWV�LQ�OLQH�ZLWK�WKH�UHTXLUHPHQWV�RI�,)56���

� :H�JDLQHG�DQ�XQGHUVWDQGLQJ�RI�KRZ�WKH�3UREDELOLW\�RI�'HIDXOW��3'
V��DQG�/RVV�*LYHQ�'HIDXOW
�/*'
V��ZHUH�GHULYHG�E\�WKH�V\VWHP�E\�SHUIRUPLQJ�D�ZDONWKURXJK�XVLQJ�OLYH�GDWD�

� )RU� ORDQV� FODVVLILHG� XQGHU� VWDJHV� ��DQG� ���ZH� VHOHFWHG�PDWHULDO� ORDQV�DQG� UHYLHZHG� WKH
UHSD\PHQW� KLVWRU\� IRU� SRVVLEOH� UHSD\PHQW� GHIDXOW�� :H� FKDOOHQJHG� WKH� YDULRXV� IDFWRUV
FRQVLGHUHG�LQ�FODVVLI\LQJ�WKH�ORDQV�ZLWKLQ�VWDJHV���DQG���DQG�LQ�WKH�PHDVXUHPHQW�RI�(&/�

� )RU�VWDJH���ORDQV��ZH�FKDOOHQJHG�DOO�DVVXPSWLRQV�FRQVLGHUHG�LQ�WKH�HVWLPDWLRQ�RI�UHFRYHU\
FDVK�IORZV��WKH�GLVFRXQW�IDFWRU��DQG�WKH�WLPLQJ�RI�UHDOLVDWLRQ��,Q�LQVWDQFHV�ZKHUH�ZH�ZHUH
QRW�VDWLVILHG�ZLWK�WKH�DVVXPSWLRQ�XVHG�E\�WKH�PDQDJHPHQW�LQ�LWV�FDVK�IORZ�HVWLPDWLRQ�DQG
GLVFRXQWLQJ��ZH�FKDOOHQJHG�PDQDJHPHQW�DVVXPSWLRQV�E\� UH�FRPSXWLQJ� WKH�FDVK� IORZV� WR
GHWHUPLQH�WKH�UHFRYHUDEOH�DPRXQWV�

� :H�IRFXVHG�RQ�WKH�PRVW�VLJQLILFDQW�PRGHO�DVVXPSWLRQV�LQFOXGLQJ�SUREDELOLW\�RI�GHIDXOW�DQG
ORVV�JLYHQ�GHIDXOW�

� :H�SHUIRUPHG�GHWDLOHG�SURFHGXUHV�RQ�WKH�FRPSOHWHQHVV�DQG�DFFXUDF\�RI� WKH� LQIRUPDWLRQ
XVHG�

� :H�XVHG�RXU� LQWHUQDO�VSHFLDOLVWV�WR�DVVHVV� WKH�DSSURSULDWHQHVV�RI� WKH�PRGHOV�XVHG�DQG�WR
SHUIRUP� DQ� LQGHSHQGHQW� UHFDOFXODWLRQ� RI� WKH� LPSDLUPHQW� SURYLVLRQ� IRU� WKH� VHOHFWHG
SRUWIROLRV�

� 2WKHU�DUHDV�RI�FRPSOH[LWLHV�ZKLFK�LQFOXGH�LQFRUSRUDWLQJ�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ�VXFK
DV�PDFUR�HFRQRPLF�LQGLFDWRUV�OLNH�LQIODWLRQ��PRQHWDU\�SROLF\�UDWH��035���H[FKDQJH�UDWH��HWF�
ZHUH�HTXDOO\�FKDOOHQJHG�IRU�UHDVRQDEOHQHVV�WDNLQJ�LQWR�FRQVLGHUDWLRQ�DYDLODEOH�LQIRUPDWLRQ
LQ�WKH�SXEOLF�GRPDLQ�

� :H� UHYLHZHG� WKH� TXDOLWDWLYH� DQG� TXDQWLWDWLYH� GLVFORVXUHV� IRU� UHDVRQDEOHQHVV� WR� HQVXUH
FRQIRUPLW\�ZLWK�,)56�����)LQDQFLDO�,QVWUXPHQWV�'LVFORVXUHV�
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2WKHU�,QIRUPDWLRQ

7KH�'LUHFWRUV�DUH�UHVSRQVLEOH�IRU�WKH�RWKHU�LQIRUPDWLRQ��7KH�RWKHU�LQIRUPDWLRQ�FRPSULVHV�WKH
5HSRUW� RI� WKH�'LUHFWRUV�DQG� WKH�5HSRUW�RI� WKH�6WDWXWRU\�$XGLW�&RPPLWWHH�DV� UHTXLUHG�E\� WKH
&RPSDQLHV�DQG�$OOLHG�0DWWHUV�$FW��&$3�&���/DZV�RI�)HGHUDWLRQ�RI�1LJHULD��&$0$��������WKH
6WDWHPHQW�RI�9DOXH�$GGHG�DQG�WKH�)LYH�<HDU�)LQDQFLDO�6XPPDU\�DV�UHTXLUHG�E\�&RPSDQLHV�DQG
$OOLHG�0DWWHUV�$FW�� &$3�&���/DZV� RI� )HGHUDWLRQ�RI�1LJHULD� �&$0$�� ����� �DQG� WKH�)LQDQFLDO
5HSRUWLQJ�&RXQFLO�RI�1LJHULD��DQG�WKH�&RUSRUDWH�*RYHUQDQFH�5HSRUW�DV�UHTXLUHG�E\�WKH�&HQWUDO
%DQN�RI�1LJHULD�DQG�WKH�1LJHULDQ�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��ZKLFK�ZH�REWDLQHG�SULRU
WR�WKH�GDWH�RI�WKLV�UHSRUW��DQG�WKH�$QQXDO�5HSRUW��ZKLFK�LV�H[SHFWHG�WR�EH�PDGH�DYDLODEOH�WR�XV
DIWHU� WKDW� GDWH��2WKHU� LQIRUPDWLRQ� GRHV� QRW� LQFOXGH� WKH� FRQVROLGDWHG� DQG�VHSDUDWH� ILQDQFLDO
VWDWHPHQWV�DQG�RXU�$XGLWRUV¶�UHSRUW�WKHUHRQ�

2XU� RSLQLRQ�RQ� WKH�FRQVROLGDWHG�DQG�VHSDUDWH� ILQDQFLDO�VWDWHPHQWV�GRHV�QRW�FRYHU� WKH�RWKHU
LQIRUPDWLRQ�DQG�ZH�GR�QRW�H[SUHVV�DQ�DXGLW�RSLQLRQ�RU�DQ\�IRUP�RI�DVVXUDQFH�FRQFOXVLRQ�WKHUHRQ�

,Q� FRQQHFWLRQ� ZLWK� RXU� DXGLW� RI� WKH� FRQVROLGDWHG� DQG� VHSDUDWH� ILQDQFLDO� VWDWHPHQWV�� RXU
UHVSRQVLELOLW\� LV� WR� UHDG� WKH� RWKHU� LQIRUPDWLRQ� DQG�� LQ�GRLQJ�VR�� FRQVLGHU�ZKHWKHU� WKH� RWKHU
LQIRUPDWLRQ�LV�PDWHULDOO\� LQFRQVLVWHQW�ZLWK�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV
RU�RXU�NQRZOHGJH�REWDLQHG�LQ�WKH�DXGLW��RU�RWKHUZLVH�DSSHDUV�WR�EH�PDWHULDOO\�PLVVWDWHG�

,I��EDVHG�RQ�WKH�ZRUN�ZH�KDYH�SHUIRUPHG�RQ�WKH�RWKHU�LQIRUPDWLRQ�REWDLQHG�SULRU�WR�WKH�GDWH�RI
WKLV�DXGLWRUV¶�UHSRUW��ZH�FRQFOXGH�WKDW�WKHUH�LV�D�PDWHULDO�PLVVWDWHPHQW�RI�WKLV�RWKHU�LQIRUPDWLRQ�
ZH�DUH�UHTXLUHG�WR�UHSRUW�WKDW�IDFW��:H�KDYH�QRWKLQJ�WR�UHSRUW�LQ�WKLV�UHJDUG�

5HVSRQVLELOLWLHV�RI�WKH�'LUHFWRUV�IRU�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV

7KH�'LUHFWRUV�DUH�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKH�FRQVROLGDWHG�DQG
VHSDUDWH� ILQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV
DQG� WKH� UHOHYDQW� SURYLVLRQV�RI� WKH�&RPSDQLHV� DQG�$OOLHG�0DWWHUV�$FW��&$3�&���/DZV�RI� WKH
)HGHUDWLRQ�RI�1LJHULD�������WKH�%DQNV�DQG�2WKHU�)LQDQFLDO�,QVWLWXWLRQV�$FW��&$3�%��/DZV�RI�WKH
)HGHUDWLRQ� RI�1LJHULD������� WKH� )LQDQFLDO�5HSRUWLQJ�&RXQFLO�RI�1LJHULD�$FW�1R�� ��� ����� DQG
&HQWUDO�%DQN� RI�1LJHULD�FLUFXODUV� DQG� IRU�VXFK� LQWHUQDO� FRQWURO�DV� WKH�'LUHFWRUV�GHWHUPLQH� LV
QHFHVVDU\�WR�HQDEOH�WKH�SUHSDUDWLRQ�RI�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�WKDW�DUH
IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�IUDXG�RU�HUURU�

,Q�SUHSDULQJ�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV��WKH�'LUHFWRUV�DUH�UHVSRQVLEOH
IRU� DVVHVVLQJ� WKH� *URXS¶V� DELOLW\� WR� FRQWLQXH� DV� D� JRLQJ� FRQFHUQ�� GLVFORVLQJ�� DV� DSSOLFDEOH�
PDWWHUV�UHODWHG� WR�JRLQJ�FRQFHUQ�DQG�XVLQJ�WKH�JRLQJ�FRQFHUQ�EDVLV�RI�DFFRXQWLQJ�XQOHVV� WKH
'LUHFWRUV� HLWKHU� LQWHQG� WR� OLTXLGDWH� WKH� *URXS� RU� WR� FHDVH� RSHUDWLRQV�� RU� KDYH� QR� UHDOLVWLF
DOWHUQDWLYH�EXW�WR�GR�VR�
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$XGLWRUV¶�5HVSRQVLELOLWLHV�IRU�WKH�$XGLW�RI�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV

2XU�REMHFWLYHV�DUH�WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�FRQVROLGDWHG�DQG�VHSDUDWH
ILQDQFLDO�VWDWHPHQWV�DV�D�ZKROH�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�IUDXG�RU
HUURU��DQG�WR�LVVXH�DQ�DXGLWRUV¶�UHSRUW�WKDW�LQFOXGHV�RXU�RSLQLRQ��5HDVRQDEOH�DVVXUDQFH�LV�D�KLJK
OHYHO�RI�DVVXUDQFH��EXW�LV�QRW�D�JXDUDQWHH�WKDW�DQ�DXGLW�FRQGXFWHG�LQ�DFFRUGDQFH�ZLWK�,6$V�ZLOO
DOZD\V�GHWHFW�D�PDWHULDO�PLVVWDWHPHQW�ZKHQ� LW�H[LVWV��0LVVWDWHPHQWV�FDQ�DULVH� IURP�IUDXG�RU
HUURU�DQG�DUH�FRQVLGHUHG�PDWHULDO�LI��LQGLYLGXDOO\�RU�LQ�WKH�DJJUHJDWH��WKH\�FRXOG�UHDVRQDEO\�EH
H[SHFWHG�WR�LQIOXHQFH�WKH�HFRQRPLF�GHFLVLRQV�RI�XVHUV�WDNHQ�RQ�WKH�EDVLV�RI�WKHVH�FRQVROLGDWHG
DQG�VHSDUDWH� ILQDQFLDO� VWDWHPHQWV��$V� SDUW�RI� DQ�DXGLW� LQ� DFFRUGDQFH�ZLWK� ,6$V��ZH�H[HUFLVH
SURIHVVLRQDO�MXGJHPHQW�DQG�PDLQWDLQ�SURIHVVLRQDO�VFHSWLFLVP�WKURXJKRXW�WKH�DXGLW��:H�DOVR�

�� ,GHQWLI\� DQG� DVVHVV� WKH� ULVNV� RI� PDWHULDO� PLVVWDWHPHQW� RI� WKH� FRQVROLGDWHG� DQG� VHSDUDWH
ILQDQFLDO� VWDWHPHQWV�� ZKHWKHU� GXH� WR� IUDXG� RU� HUURU�� GHVLJQ� DQG� SHUIRUP� DXGLW� SURFHGXUHV
UHVSRQVLYH�WR�WKRVH�ULVNV��DQG�REWDLQ�DXGLW�HYLGHQFH�WKDW�LV�VXIILFLHQW�DQG�DSSURSULDWH�WR�SURYLGH
D�EDVLV�IRU�RXU�RSLQLRQ��7KH�ULVN�RI�QRW�GHWHFWLQJ�D�PDWHULDO�PLVVWDWHPHQW�UHVXOWLQJ�IURP�IUDXG�LV
KLJKHU� WKDQ� IRU�RQH�UHVXOWLQJ� IURP�HUURU��DV� IUDXG�PD\� LQYROYH�FROOXVLRQ�� IRUJHU\�� LQWHQWLRQDO
RPLVVLRQV��PLVUHSUHVHQWDWLRQV��RU�WKH�RYHUULGH�RI�LQWHUQDO�FRQWURO�

�� 2EWDLQ� DQ� XQGHUVWDQGLQJ� RI� LQWHUQDO� FRQWURO� UHOHYDQW� WR� WKH� DXGLW� LQ� RUGHU� WR�GHVLJQ� DXGLW
SURFHGXUHV�WKDW�DUH�DSSURSULDWH�LQ�WKH�FLUFXPVWDQFHV��EXW�QRW�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�DQ
RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�*URXS�DQG�WKH�%DQN
V�LQWHUQDO�FRQWURO�

��(YDOXDWH�WKH�DSSURSULDWHQHVV�RI�DFFRXQWLQJ�SROLFLHV�XVHG�DQG�WKH�UHDVRQDEOHQHVV�RI�DFFRXQWLQJ
HVWLPDWHV�DQG�UHODWHG�GLVFORVXUHV�PDGH�E\�WKH�'LUHFWRUV�

��&RQFOXGH�RQ�WKH�DSSURSULDWHQHVV�RI�WKH�'LUHFWRUV¶�XVH�RI�WKH�JRLQJ�FRQFHUQ�EDVLV�RI�DFFRXQWLQJ
DQG� EDVHG�RQ� WKH�DXGLW� HYLGHQFH�REWDLQHG��ZKHWKHU� D�PDWHULDO� XQFHUWDLQW\� H[LVWV� UHODWHG� WR
HYHQWV� RU� FRQGLWLRQV� WKDW�PD\� FDVW�VLJQLILFDQW� GRXEW�RQ� WKH�*URXS�DQG� WKH�%DQN
V� DELOLW\� WR
FRQWLQXH�DV�D�JRLQJ�FRQFHUQ��,I�ZH�FRQFOXGH�WKDW�D�PDWHULDO�XQFHUWDLQW\�H[LVWV��ZH�DUH�UHTXLUHG
WR� GUDZ� DWWHQWLRQ� LQ� RXU� DXGLWRU¶V� UHSRUW� WR� WKH� UHODWHG�GLVFORVXUHV� LQ� WKH� FRQVROLGDWHG� DQG
VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�RU��LI�VXFK�GLVFORVXUHV�DUH�LQDGHTXDWH��WR�PRGLI\�RXU�RSLQLRQ��2XU
FRQFOXVLRQV�DUH�EDVHG�RQ�WKH�DXGLW�HYLGHQFH�REWDLQHG�XS� WR� WKH�GDWH�RI� RXU�DXGLWRUV¶� UHSRUW�
+RZHYHU��IXWXUH�HYHQWV�RU�FRQGLWLRQV�PD\�FDXVH�WKH�*URXS�DQG�WKH�%DQN�WR�FHDVH�WR�FRQWLQXH
DV�D�JRLQJ�FRQFHUQ�

�� (YDOXDWH� WKH� RYHUDOO�SUHVHQWDWLRQ�� VWUXFWXUH�DQG� FRQWHQW�RI� WKH� FRQVROLGDWHG�DQG�VHSDUDWH
ILQDQFLDO� VWDWHPHQWV�� LQFOXGLQJ� WKH� GLVFORVXUHV�� DQG� ZKHWKHU� WKH� FRQVROLGDWHG� DQG� VHSDUDWH
ILQDQFLDO�VWDWHPHQWV�UHSUHVHQW�WKH�XQGHUO\LQJ�WUDQVDFWLRQV�DQG�HYHQWV�LQ�D�PDQQHU�WKDW�DFKLHYHV
IDLU�SUHVHQWDWLRQ�
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$XGLWRUV¶�5HVSRQVLELOLWLHV�IRU�WKH�$XGLW�RI�WKH�&RQVROLGDWHG�DQG�6HSDUDWH�)LQDQFLDO�6WDWHPHQWV
��&RQWLQXHG

��2EWDLQ�VXIILFLHQW�DSSURSULDWH�DXGLW�HYLGHQFH�UHJDUGLQJ�WKH�ILQDQFLDO�LQIRUPDWLRQ�RI�WKH�HQWLWLHV
RU�EXVLQHVV�DFWLYLWLHV�ZLWKLQ�WKH�*URXS�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�FRQVROLGDWHG�DQG�VHSDUDWH
ILQDQFLDO�VWDWHPHQWV��:H�DUH�UHVSRQVLEOH�IRU�WKH�GLUHFWLRQ��VXSHUYLVLRQ�DQG�SHUIRUPDQFH�RI�WKH
*URXS�DXGLW��:H�UHPDLQ�VROHO\�UHVSRQVLEOH�IRU�RXU�DXGLW�RSLQLRQ�

:H�FRPPXQLFDWH�ZLWK� WKH�'LUHFWRUV� UHJDUGLQJ��DPRQJ�RWKHU�PDWWHUV�� WKH�SODQQHG�VFRSH�DQG
WLPLQJ�RI�WKH�DXGLW�DQG�VLJQLILFDQW�DXGLW�ILQGLQJV��LQFOXGLQJ�DQ\�VLJQLILFDQW�GHILFLHQFLHV�LQ�LQWHUQDO
FRQWURO�WKDW�ZH�LGHQWLI\�GXULQJ�RXU�DXGLW�

:H�DOVR�SURYLGH� WKH�'LUHFWRUV�ZLWK�D� VWDWHPHQW� WKDW�ZH�KDYH� FRPSOLHG�ZLWK� UHOHYDQW�HWKLFDO
UHTXLUHPHQWV� UHJDUGLQJ� LQGHSHQGHQFH�� DQG� WR� FRPPXQLFDWH�ZLWK� WKHP� DOO� UHODWLRQVKLSV� DQG
RWKHU� PDWWHUV� WKDW� PD\� UHDVRQDEO\� EH� WKRXJKW� WR� EHDU� RQ� RXU� LQGHSHQGHQFH�� DQG� ZKHUH
DSSOLFDEOH��UHODWHG�VDIHJXDUGV�

)URP�WKH�PDWWHUV�FRPPXQLFDWHG�ZLWK�WKH�'LUHFWRUV��ZH�GHWHUPLQH�WKRVH�PDWWHUV�WKDW�ZHUH�RI
PRVW� VLJQLILFDQFH� LQ� WKH� DXGLW� RI� WKH� FRQVROLGDWHG� DQG� VHSDUDWH� ILQDQFLDO� VWDWHPHQWV� RI� WKH
FXUUHQW� SHULRG� DQG� DUH� WKHUHIRUH� WKH� NH\� DXGLW� PDWWHUV�� :H� GHVFULEH� WKHVH� PDWWHUV� LQ� RXU
$XGLWRUV¶�5HSRUW�XQOHVV�ODZ�RU�UHJXODWLRQ�SUHFOXGHV�SXEOLF�GLVFORVXUH�DERXW�WKH�PDWWHU�RU�ZKHQ�
LQ�H[WUHPHO\� UDUH�FLUFXPVWDQFHV��ZH�GHWHUPLQH�WKDW�D�PDWWHU�VKRXOG�QRW�EH�FRPPXQLFDWHG� LQ
RXU� UHSRUW� EHFDXVH� WKH�DGYHUVH� FRQVHTXHQFHV�RI�GRLQJ� VR�ZRXOG� UHDVRQDEO\�EH�H[SHFWHG� WR
RXWZHLJK�WKH�SXEOLF�LQWHUHVW�EHQHILWV�RI�VXFK�FRPPXQLFDWLRQ�

5HSRUW�RQ�2WKHU�/HJDO�DQG�5HJXODWRU\�5HTXLUHPHQWV

,Q�DFFRUGDQFH�ZLWK�WKH�UHTXLUHPHQW�RI�6FKHGXOH���RI�WKH�&RPSDQLHV�DQG�$OOLHG�0DWWHUV�$FW��&$3
&���/DZV�RI�WKH�)HGHUDWLRQ�RI�1LJHULD�������ZH�FRQILUP�WKDW�

L� :H�KDYH�REWDLQHG�DOO�WKH�LQIRUPDWLRQ�DQG�H[SODQDWLRQV�ZKLFK�WR�WKH�EHVW�RI�RXU�NQRZOHGJH
DQG�EHOLHI�ZHUH�QHFHVVDU\�IRU�WKH�SXUSRVH�RI�RXU�DXGLW�

LL� ,Q�RXU�RSLQLRQ��SURSHU�ERRNV�RI�DFFRXQW�KDYH�EHHQ�NHSW�E\�WKH�*URXS�DQG�WKH�%DQN��LQ�VR
IDU�DV�LW�DSSHDUV�IURP�RXU�H[DPLQDWLRQ�RI�WKRVH�ERRNV�

LLL� 7KH�*URXS�DQG�WKH�%DQN
V�FRQVROLGDWHG�DQG�VHSDUDWH�VWDWHPHQWV�RI�ILQDQFLDO�SRVLWLRQ�DQG
FRQVROLGDWHG�DQG�VHSDUDWH�VWDWHPHQWV�RI�SURILW�RU� ORVV�DQG�RWKHU�FRPSUHKHQVLYH� LQFRPH
DUH�LQ�DJUHHPHQW�ZLWK�WKH�ERRNV�RI�DFFRXQW�
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*URXS *URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD 1RWH�V� ���'HF�����

���'HF�����

5HVWDWHG ���'HF�����

���'HF�����

5HVWDWHG

,QWHUHVW�LQFRPH � ������� ������� ������� �������

,QWHUHVW�H[SHQVH � �������� �������� �������� ��������

1HW�LQWHUHVW�LQFRPH ������ ������ ������ ������

)HHV�DQG�FRPPLVVLRQ�LQFRPH � ������ ������ ������ ������

1HW�WUDGLQJ�LQFRPH � ����� ����� ����� �����

2WKHU�RSHUDWLQJ�LQFRPH �� ����� ����� ����� �����

2SHUDWLQJ�LQFRPH ������ ������ ������ ������

&UHGLW�ORVV�H[SHQVH �� ������� �������� ������� ��������

1HW�RSHUDWLQJ�LQFRPH�DIWHU�FUHGLW�ORVV�H[SHQVH ������ ������ ������ ������

3HUVRQQHO�H[SHQVHV �� �������� �������� �������� ��������

2WKHU�RSHUDWLQJ�H[SHQVHV ���� �������� �������� �������� ��������

*HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV ���� �������� �������� �������� ��������

'HSUHFLDWLRQ�DQG�DPRUWLVDWLRQ ��	�� ������� ������� ������� �������

2WKHU�SURSHUW\��SODQW�DQG�HTXLSPHQW�FRVWV ���� ������� ������� ������� �������

7RWDO�H[SHQVHV �������� �������� �������� ��������

3URILW�EHIRUH�LQFRPH�WD[ ����� ����� ����� �����

,QFRPH�WD[�H[SHQVH ��D ����� ���� ����� ����

3URILW�DIWHU�LQFRPH�WD[ ����� ����� ����� �����

2WKHU�FRPSUHKHQVLYH�LQFRPH�

,WHPV�WKDW�ZLOO�QRW�EH�UHFODVVLILHG�WR�SURILW�RU�ORVV�LQ�VXEVHTXHQW�SHULRG�
5HYDOXDWLRQ�JDLQV�RQ�HTXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ����� � ����� �
7RWDO�LWHPV�WKDW�ZLOO�QRW�EH�UHFODVVLILHG�WR�SURILW�RU�ORVV�LQ

VXEVHTXHQW�SHULRG ����� � ����� �

,WHPV�WKDW�ZLOO�EH�UHFODVVLILHG�WR�SURILW�RU�ORVV�LQ�VXEVHTXHQW�SHULRG�

'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH�

����1HW�FKDQJH�LQ�IDLU�YDOXH�GXULQJ�WKH�\HDU ������� � ������� �

����&KDQJHV�LQ�DOORZDQFH�IRU�H[SHFWHG�FUHGLW�ORVVHV ���� � ���� �

������� � ������� �

$YDLODEOH�IRU�VDOH�ILQDQFLDO�DVVHWV�

1HW�JDLQV�RQ�DYDLODEOH�IRU�VDOH�ILQDQFLDO�DVVHWV � ����� � �����

7RWDO�LWHPV�WKDW�ZLOO�EH�UHFODVVLILHG�WR�SURILW�RU�ORVV�LQ�VXEVHTXHQW�SHULRG ������� ����� ������� �����

2WKHU�FRPSUHKHQVLYH��ORVV��LQFRPH�IRU�WKH�\HDU��QHW�RI�WD[ ������� ����� ������� �����

7RWDO�FRPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU��QHW�RI�WD[ ����� ������ ����� ������

3URILW�DWWULEXWDEOH�WR�
7RWDO�HTXLW\�KROGHUV�RI�WKH�%DQN ����� ����� ����� �����

7RWDO�FRPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�
7RWDO�HTXLW\�KROGHUV�RI�WKH�%DQN ����� ������ ����� ������

(DUQLQJV�SHU�VKDUH���EDVLF��LQ�NRER� �� ��N ��N ��N ��N

(DUQLQJV�SHU�VKDUH���GLOXWHG��LQ�NRER� �� ��N ��N ��N ��N

,QFRPH�IURP�WKHVH�LQVWUXPHQWV�LV�H[HPSWHG�IURP�WD[�

7KH�DFFRPSDQ\LQJ�QRWHV���WR����IRUP�SDUW�RI�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

&2162/,'$7('�$1'�6(3$5$7(�67$7(0(176�2)�352),7�25�/266�$1'�27+(5�&2035(+(16,9(�,1&20(

1HW�ORVVHV�RQ�GHEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH

LQFRPH

&HUWDLQ�DPRXQWV�VKRZQ�KHUH�GR�QRW�FRUUHVSRQG�WR�WKH������FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�DQG�UHIOHFW�DGMXVWPHQWV

PDGH��UHIHU�WR�1RWH����WR�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�
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*5283

%DODQFH�DW���-DQXDU\����� ������ ������ ������� ����� ������ ��� � ������ ������ ����� �������

,PSDFW�RI�DGRSWLQJ�,)56����1RWH����� � � ����� � � � � ����� �������� �������

7UDQVIHUV�EHWZHHQ�UHVHUYHV��1RWH������ � � � � ������� � � ������� ����� �

5HVWDWHG�RSHQLQJ�EDODQFH�XQGHU�,)56�� ������ ������ ������� ����� ����� ��� � ������ ������ ����� ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

3URILW�IRU�WKH�\HDU � � � � � � � � � ����� �����

� � ������� � � � � � ������� � �������

� � ����� � � � � � ����� � �����

&KDQJHV�LQ�DOORZDQFH�IRU�H[SHFWHG�FUHGLW�ORVVHV � � ���� � � � � � ���� � ����

7RWDO�FRPSUHKHQVLYH�LQFRPH � � ������� � � � � � ������ ����� �����

7UDQVDFWLRQV�ZLWK�HTXLW\�KROGHUV��UHFRUGHG

GLUHFWO\�LQ�HTXLW\�

'LYLGHQGV�WR�HTXLW\�KROGHUV��1RWH���� � � � � � � � � � ����� �����

7UDQVIHU�WR�UHJXODWRU\�ULVN�DQG�VWDWXWRU\�ULVN

UHVHUYHV��1RWHV�����D������F�	�����G� � � � � ������ � ��� ����� ������ �������� �

%DODQFH�DW����'HFHPEHU����� ������ ������ ������� ����� ������ ��� ��� ������ ������ ������� ������

7KH�DFFRPSDQ\LQJ�QRWHV���WR����IRUP�SDUW�RI�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

�����������������������������������������������������������������������������������(48,7<�5(6(59(6

2WKHU�FRPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU��QHW

RI�WD[�
1HW�FKDQJH�LQ�IDLU�YDOXH�RI�GHEW�LQVWUXPHQW�DW

)92&,
1HW�FKDQJH�LQ�IDLU�YDOXH�RI�HTXLW\�LQVWUXPHQW�DW

)92&,
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ULVN�UHVHUYH

60((,6

UHVHUYH
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UHVHUYH

6WDWXWRU\

UHVHUYH

7RWDO�RWKHU

FRPSRQHQWV

RI�HTXLW\

5HWDLQHG

HDUQLQJV 7RWDO

*5283

%DODQFH�DW���-DQXDU\����� ������ ������ �������� ����� ������ ��� � ������ ������ ����� ������
&RUUHFWLRQ�RI�HUURUV��VHH�1RWH���� � � � � � � � � � ����� �����

5HVWDWHG���-DQXDU\����� ������ ������ �������� ����� ������ ��� � ������ ������ ����� ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

3URILW�IRU�WKH�\HDU�DV�UHSRUWHG�LQ�WKH�����

ILQDQFLDO�VWDWHPHQW � � � � � � � � � ����� �

&RUUHFWLRQ�RI�HUURU��1RWH���� � � � � � � � � ����� �

5HVWDWHG�SURILW�IRU�WKH�\HDU � � � � � � � � � ����� �����

2WKHU�FRPSUHKHQVLYH�LQFRPH��QHW�RI�WD[
1HW�FKDQJHV�LQ�IDLU�YDOXH�RI�DYDLODEOH�IRU�VDOH

LQYHVWPHQW�VHFXULWLHV � � ����� � � � � � ����� � �����

�

7RWDO�FRPSUHKHQVLYH�LQFRPH � � ����� � � � � � ����� ����� ������

7UDQVDFWLRQV�ZLWK�HTXLW\�KROGHUV��UHFRUGHG

GLUHFWO\�LQ�HTXLW\�

7UDQVIHU�WR�UHJXODWRU\�ULVN�DQG�VWDWXWRU\�ULVN

UHVHUYHV��1RWHV�����D�	�����F� � � � � ����� � � ����� ����� ������� �

%DODQFH�DW����'HFHPEHU����� ������ ������ ������� ����� ������ ��� � ������ ������ ����� �������

&HUWDLQ�DPRXQWV�VKRZQ�KHUH�GR�QRW�FRUUHVSRQG�WR�WKH������ILQDQFLDO�VWDWHPHQWV�DQG�UHIOHFW�DGMXVWPHQWV�PDGH��UHIHU�WR�1RWH����

7KH�DFFRPSDQ\LQJ�QRWHV���WR����IRUP�SDUW�RI�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

�����������������������������������������������������������������������������������(48,7<�5(6(59(6
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UHVHUYH
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UHVHUYH
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%$1.
%DODQFH�DW���-DQXDU\����� ������ ������ ������� ����� ������ ��� � ������ ������ ����� �������
,PSDFW�RI�DGRSWLQJ�,)56����1RWH����� � � ����� � � � ����� �������� �������
7UDQVIHUV�EHWZHHQ�UHVHUYHV��1RWH������ � � � ������� � � ������� ����� �

5HVWDWHG�RSHQLQJ�EDODQFH�XQGHU�,)56�� ������ ������ ������� ����� ����� ��� � ������ ������ ����� ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�
3URILW�IRU�WKH�\HDU � � � � � � � � � ����� �����
&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

� � ������� � � � � � ������� � �������

� � ����� � � � � � ����� � �����

&KDQJHV�LQ�DOORZDQFH�IRU�H[SHFWHG�FUHGLW�ORVVHV � � ���� � � � � � ���� � ����

7RWDO�FRPSUHKHQVLYH�LQFRPH � � ������� � � � � ������� ����� �����
7UDQVDFWLRQV�ZLWK�HTXLW\�KROGHUV��UHFRUGHG

GLUHFWO\�LQ�HTXLW\�

'LYLGHQGV�WR�HTXLW\�KROGHUV��1RWH���� � � � � � � � � � ����� �����
7UDQVIHU�WR�UHJXODWRU\�ULVN�DQG�VWDWXWRU\�ULVN

UHVHUYHV��1RWHV�����D������F�	�����G� � � � � ������ � ��� ����� ������ �������� �

%DODQFH�DW����'HFHPEHU����� ������ ������ ������� ����� ������ ��� ��� ������ ������ ������� ������

7KH�DFFRPSDQ\LQJ�QRWHV���WR����IRUP�SDUW�RI�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

(48,7<�5(6(59(6

1HW�FKDQJH�LQ�IDLU�YDOXH�RI�GHEW�LQVWUXPHQW�DW

)92&,
1HW�FKDQJH�LQ�IDLU�YDOXH�RI�HTXLW\�LQVWUXPHQW�DW

)92&,
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$*60(,6

UHVHUYH
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UHVHUYH
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%$1.
%DODQFH�DW���-DQXDU\����� ������ ������ �������� ����� ������ ��� � ������ ������ ����� ������
&RUUHFWLRQ�RI�HUURUV��VHH�1RWH���� ����� �����

5HVWDWHG���-DQXDU\����� ������ ������ �������� ����� ������ ��� � ������ ������ ����� ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

3URILW�IRU�WKH�\HDU�DV�UHSRUWHG�LQ�WKH�����

ILQDQFLDO�VWDWHPHQW � � � � � � � � � ����� �

&RUUHFWLRQ�RI�HUURU��1RWH���� � � � � � � � � ����� �

5HVWDWHG�SURILW�IRU�WKH�\HDU � � � � � � � � � ����� �����

2WKHU�FRPSUHKHQVLYH�LQFRPH��QHW�RI�WD[
1HW�FKDQJHV�LQ�IDLU�YDOXH�RI�DYDLODEOH�IRU�VDOH

LQYHVWPHQW�VHFXULWLHV � � ����� � � � � � ����� � �����

7RWDO�FRPSUHKHQVLYH�LQFRPH � � ����� � � � � � ����� ����� ������

7UDQVDFWLRQV�ZLWK�HTXLW\�KROGHUV��UHFRUGHG

GLUHFWO\�LQ�HTXLW\�

7UDQVIHU�WR�UHJXODWRU\�ULVN�DQG�VWDWXWRU\�ULVN

UHVHUYHV��1RWHV�����D�	�����F� � � � � ����� � � ����� ����� ������� �

%DODQFH�DW����'HFHPEHU����� ������ ������ ������� ����� ������ ��� � ������ ������ ����� �������

7KH�DFFRPSDQ\LQJ�QRWHV���WR����IRUP�SDUW�RI�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

&HUWDLQ�DPRXQWV�VKRZQ�KHUH�GR�QRW�FRUUHVSRQG�WR�WKH������FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�DQG�UHIOHFW�DGMXVWPHQWV�PDGH��UHIHU�WR�1RWH����WR�WKH�FRQVROLGDWHG�DQG�VHSDUDWH

ILQDQFLDO�VWDWHPHQWV�

(48,7<�5(6(59(6
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*5283 *5283 %$1. %$1.

,Q�PLOOLRQV�RI�1DLUD 1RWH�V� ����

����

5HVWDWHG ����

����

5HVWDWHG

3URILW�EHIRUH�LQFRPH�WD[ ����� ����� ����� �����
$GMXVWPHQWV�IRU�QRQ�FDVK�LWHPV�
&UHGLW�ORVV�H[SHQVH �� ����� ������ ����� ������

'HSUHFLDWLRQ�DQG�DPRUWLVDWLRQ ���	��� ����� ����� ����� �����

)DLU�YDOXH�FKDQJHV�UHFRJQLVHG�LQ�SURILW�RU�ORVV � ������ � ������
'LYLGHQG�LQFRPH �� ����� ����� ����� �����
*DLQ�RQ�GLVSRVDO�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW �� ���� ���� ���� ����
*DLQ�RQ�GLVSRVDO�RI�LQYHVWPHQW�VHFXULWLHV � ������� � �������

3URSHUW\�DQG�HTXLSPHQW�ZULWWHQ�RII �� �� �
:ULWH�RII�RI�LQWDQJLEOH�DVVHWV � �� � ��
1HW�IRUHLJQ�H[FKDQJH�JDLQ ������� ������� ������� �������

������ ������ ������ ������
&KDQJHV�LQ�RSHUDWLQJ�DVVHWV�
'HSRVLWV�ZLWK�WKH�&HQWUDO�%DQN�RI�1LJHULD �������� ������ �������� ������
,QYHVWPHQW�VHFXULWLHV�KHOG�IRU�WUDGLQJ ����� ����� ����� �����

3OHGJHG�DVVHWV ������ �������� ������ ��������

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �������� ��������� �������� ���������
'HULYDWLYH�ILQDQFLDO�DVVHWV � ��� � ���
1RQ�FXUUHQW�DVVHWV�KHOG�IRU�VDOH ������� � ������� �
2WKHU�DVVHWV �������� ����� �������� �����

�������� ��������� �������� ���������
&KDQJHV�LQ�RSHUDWLQJ�OLDELOLWLHV�
'HSRVLWV�IURP�EDQNV �������� �������� �������� ��������
'HSRVLWV�IURP�FXVWRPHUV ������ ������� ������ �������
2WKHU�OLDELOLWLHV �������� ����� �������� �����
'HULYDWLYH�ILQDQFLDO�OLDELOLWLHV � ��� � ���

&DVK�JHQHUDWHG�IURP�RSHUDWLRQV ������ �������� ������ ��������
9DW�SDLG � ����� � �����
,QFRPH�WD[�SDLG ��E � ����� � �����
1HW�FDVK�IORZV�IURP��XVHG�LQ��RSHUDWLQJ�DFWLYLWLHV ������ �������� ������ ��������

,QYHVWLQJ�DFWLYLWLHV
3XUFKDVH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW �� ������� ������� ������� �������
3XUFKDVH�RI�LQWDQJLEOH�DVVHWV �� ����� ����� ����� �����
3URFHHGV�IURP�VDOH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW ��� ��� ��� ���
3XUFKDVH�RI�GHEW�LQVWUXPHQWV�DW�)92&, ��������� �������� ��������� ��������
3URFHHGV�IURP�VDOH�RI�GHEW�LQVWUXPHQWV�DW�)92&, ������� ������ ������� ������
3XUFKDVH�RI�GHEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW �������� �������� � ��������
5HGHPSWLRQ�RI�GHEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ����� ������ ����� ������
3URFHHGV�IURP�VDOH�RI�HTXLW\�LQVWUXPHQW�DW�)92&, � �� � ��
'LYLGHQGV�UHFHLYHG �� ��� ��� ��� ���
1HW�FDVK�IORZV�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV �������� �������� �������� ��������

)LQDQFLQJ�DFWLYLWLHV�
3URFHHGV�IURP�RWKHU�ERUURZHG�IXQGV ��E ������ ������� ������ �������
3URFHHGV�IURP�GHEWV�DQG�VHFXULWLHV�LVVXHG �� ������ � ������ �
5HSD\PHQW�RI�GHEW�DQG�VHFXULWLHV�LVVXHG �� ������� ������� ������� �������
5HSD\PHQWV�RI�RWKHU�ERUURZHG�IXQGV ��E ��������� �������� ��������� ��������
'LYLGHQGV�SDLG �� ����� � ����� �
1HW�FDVK�IORZV��XVHG�LQ��IURP�ILQDQFLQJ�DFWLYLWLHV �������� ������� �������� �������
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*5283 *5283 %$1. %$1.

,Q�PLOOLRQV�RI�1DLUD ����

����

5HVWDWHG ����

����

5HVWDWHG

1HW��GHFUHDVH��LQFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV �������� ������ �������� ������
(IIHFW�RI�H[FKDQJH�UDWH�FKDQJHV�RQ�FDVK�DQG�FDVK

HTXLYDOHQWV ����� ��� ����� ���
&DVK�DQG�FDVK�HTXLYDOHQWV�DW���-DQXDU\ ������ ������ ������ ������
&DVK�DQG�FDVK�HTXLYDOHQWV�DW����'HFHPEHU �� ������ ������ ������ ������

2SHUDWLRQDO�FDVK�IORZV�IURP�LQWHUHVW�
,QWHUHVW�UHFHLYHG ������ ������ ������ ������
,QWHUHVW�SDLG �������� �������� �������� ��������

7KH�DFFRPSDQ\LQJ�QRWHV���WR����IRUP�SDUW�RI�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

&HUWDLQ�DPRXQWV�VKRZQ�KHUH�GR�QRW�FRUUHVSRQG�WR�WKH������FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�DQG�UHIOHFW

DGMXVWPHQWV�PDGH��UHIHU�WR�1RWH����WR�WKH�FRQVROLGDWHG�DQG�VHSDUDWH�ILQDQFLDO�VWDWHPHQWV�

ϯϴ
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)25�7+(�<($5�(1'('����'(&(0%(5�����

$V�DW $V�DW
,Q�PLOOLRQV�RI�1DLUD 1RWH�V� ���'HF����� ���'HF�����

7UDQVIHU�WR�5HJXODWRU\�5LVN�5HVHUYH

3UXGHQWLDO�SURYLVLRQ ������ ������
7RWDO�3UXGHQWLDO�SURYLVLRQ ������ ������

,)56�SURYLVLRQ

,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�WR�FRUSRUDWH�HQWLWLHV ������ ������ Ͳ
,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�WR�LQGLYLGXDOV ������ ����� Ͳ
,QGLYLGXDO�LPSDLUPHQW�DOORZDQFH ������ � ������
&ROOHFWLYH�LPSDLUPHQW�DOORZDQFH ������ � �����
$OORZDQFH�IRU�LPSDLUPHQW�IRU�RWKHU�DVVHWV ���� ��� �����
,PSDLUPHQW�DOORZDQFH�RQ�GHEW�LQVWUXPHQWV�DW�DPRUWLVHG

FRVW

�������	

���K� ϭϭϱ Ͳ

,PSDLUPHQW�DOORZDQFH�RQ�GHEW�LQVWUXPHQWV�DW�)92&,

�������	

���J� ϭϲϳ ���
3URYLVLRQV�IRU�OLWLJDWLRQ��OHWWHUV�RI�FUHGLWV�DQG

JXDUDQWHHV ���� ��� ���
������ ������

'LIIHUHQFH��LQ�LPSDLUPHQW�SURYLVLRQ�EDODQFHV ������ ������

0RYHPHQW�LQ�WKH�5HJXODWRU\�5LVN�5HVHUYH�

%DODQFH�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU ������ ������
,PSDFW�RI�DGRSWLQJ�,)56����1RWH����� ������� �
7UDQVIHU�WR�5HJXODWRU\�5LVN�5HVHUYH ������ �����

������ ������

7KH UHJXODWRUV� &HQWUDO %DQN RI 1LJHULD DQG 1LJHULD 'HSRVLW ,QVXUDQFH &RUSRUDWLRQ� VWLSXODWH WKDW

LPSDLUPHQW FKDUJHV UHFRJQL]HG LQ WKH ,QFRPH 6WDWHPHQW VKDOO EH GHWHUPLQHG EDVHG RQ WKH UHTXLUHPHQWV

RI ,)56� 7KH ,)56 LPSDLUPHQW VKRXOG WKHQ EH FRPSDUHG ZLWK WKH LPSDLUPHQW SURYLVLRQV GHWHUPLQHG XQGHU

WKH SUXGHQWLDO JXLGHOLQHV DV SUHVFULEHG E\ &%1 DQG WKH H[SHFWHG LPSDFW�FKDQJHV VKRXOG EH WUHDWHG DV

IROORZV�

�L� 3UXGHQWLDO SURYLVLRQ LV JUHDWHU WKDQ ,)56 SURYLVLRQ � WUDQVIHU WKH GLIIHUHQFH IURP 5HWDLQHG (DUQLQJV WR D

QRQ�GLVWULEXWDEOH�5HJXODWRU\�5LVN�5HVHUYH�

�LL� 3UXGHQWLDO SURYLVLRQ LV OHVV WKDQ ,)56 SURYLVLRQ � WKH H[FHVV FKDUJHV VKRXOG EH WUDQVIHUUHG IURP WKH

5HJXODWRU\ 5LVN 5HVHUYH WR WKH 5HWDLQHG (DUQLQJV WR WKH H[WHQW RI WKH QRQ�GLVWULEXWDEOH UHVHUYH SUHYLRXVO\

UHFRJQL]HG�

ϯϵ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176

�� &RUSRUDWH�LQIRUPDWLRQ

�� $FFRXQWLQJ�3ROLFLHV

��� %DVLV�RI�SUHSDUDWLRQ�DQG�VWDWHPHQW�RI�FRPSOLDQFH

�D� 3UHVHQWDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV

6WHUOLQJ %DQN 3OF� �IRUPHUO\ NQRZQ DV 1$/ %DQN 3OF� ZDV WKH SLRQHHU PHUFKDQW EDQN LQ 1LJHULD�

HVWDEOLVKHG RQ �� 1RYHPEHU ���� DV D SULYDWH OLPLWHG OLDELOLW\ FRPSDQ\� DQG ZDV FRQYHUWHG WR D SXEOLF

OLPLWHG�OLDELOLW\�FRPSDQ\�LQ�$SULO������

6WHUOLQJ %DQN 3OF �WKH ³%DQN´� WRJHWKHU ZLWK LWV VXEVLGLDU\ �FROOHFWLYHO\ WKH �*URXS�� LV HQJDJHG LQ

FRPPHUFLDO EDQNLQJ ZLWK HPSKDVLV RQ UHWDLO DQG FRQVXPHU EDQNLQJ� WUDGH VHUYLFHV� FRUSRUDWH�

LQYHVWPHQW DQG QRQ�LQWHUHVW EDQNLQJ DFWLYLWLHV� ,W DOVR SURYLGHV ZKROHVDOH EDQNLQJ VHUYLFHV LQFOXGLQJ

WKH JUDQWLQJ RI ORDQV DQG DGYDQFHV� OHWWHU RI FUHGLW WUDQVDFWLRQV� PRQH\ PDUNHW RSHUDWLRQV� HOHFWURQLF

DQG�PRELOH�EDQNLQJ�SURGXFWV�DQG�RWKHU�EDQNLQJ�DFWLYLWLHV�

7KH FRQVROLGDWHG DQG VHSDUDWH ILQDQFLDO VWDWHPHQWV RI 6WHUOLQJ %DQN 3OF DQG LWV VXEVLGLDU\ IRU WKH \HDU

HQGHG �� 'HFHPEHU ���� ZHUH DXWKRULVHG IRU LVVXH LQ DFFRUGDQFH ZLWK D UHVROXWLRQ RI WKH %RDUG RI

'LUHFWRUV�RQ����)HEUXDU\������

7KH FRQVROLGDWHG DQG VHSDUDWH ILQDQFLDO VWDWHPHQWV RI WKH %DQN DQG LWV VXEVLGLDU\ KDYH EHHQ SUHSDUHG

LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV �,)56� DV LVVXHG E\ WKH ,QWHUQDWLRQDO

$FFRXQWLQJ 6WDQGDUGV %RDUG �,$6%� DQG LQ WKH PDQQHU UHTXLUHG E\ WKH &RPSDQLHV DQG $OOLHG 0DWWHUV

$FW RI 1LJHULD� 7KH )LQDQFLDO 5HSRUWLQJ &RXQFLO RI 1LJHULD $FW 1R �� ����� WKH %DQNV DQG RWKHU

)LQDQFLDO�,QVWLWXWLRQV�$FW�RI�1LJHULD��DQG�UHOHYDQW�&HQWUDO�%DQN�RI�1LJHULD�FLUFXODUV�

7KH FRQVROLGDWHG DQG VHSDUDWH ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG RQ D KLVWRULFDO FRVW EDVLV�

H[FHSW�IRU�ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�PHDVXUHG�DW�IDLU�YDOXH�

7KH FRQVROLGDWHG DQG VHSDUDWH ILQDQFLDO VWDWHPHQWV DUH SUHVHQWHG LQ 1LJHULDQ 1DLUD� WKH *URXS
V

IXQFWLRQDO FXUUHQF\ DQG DOO YDOXHV DUH URXQGHG WR WKH QHDUHVW PLOOLRQ �1
PLOOLRQ� H[FHSW ZKHQ RWKHUZLVH

LQGLFDWHG�

7KH *URXS SUHVHQWV LWV VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LQ RUGHU RI OLTXLGLW\� $Q DQDO\VLV UHJDUGLQJ

UHFRYHU\ RU VHWWOHPHQW ZLWKLQ �� PRQWKV DIWHU WKH UHSRUWLQJ GDWH �FXUUHQW� DQG PRUH WKDQ �� PRQWKV

DIWHU WKH UHSRUWLQJ GDWH �QRQ�FXUUHQW� LV SUHVHQWHG LQ 1RWH �� WR WKH FRQVROLGDWHG DQG VHSHUDWH

ILQDQFLDO�VWDWHPHQWV�

)LQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV DUH RIIVHW DQG WKH QHW DPRXQW UHSRUWHG LQ WKH FRQVROLGDWHG DQG

VHSDUDWH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ RQO\ ZKHQ WKHUH LV D OHJDOO\ HQIRUFHDEOH ULJKW WR RIIVHW WKH

UHFRJQLVHG DPRXQWV DQG WKHUH LV DQ LQWHQWLRQ WR VHWWOH RQ D QHW EDVLV� RU WR UHDOLVH WKH DVVHWV DQG VHWWOH

WKH OLDELOLW\ VLPXOWDQHRXVO\� ,QFRPH DQG H[SHQVHV DUH QRW RIIVHW LQ WKH LQFRPH VWDWHPHQW XQOHVV

UHTXLUHG RU SHUPLWWHG E\ DQ\ ,)56 DFFRXQWLQJ VWDQGDUG RU LQWHUSUHWDWLRQ� DQG DV VSHFLILFDOO\ GLVFORVHG

LQ�WKH�DFFRXQWLQJ�SROLFLHV�RI�WKH�*URXS�

6WHUOLQJ ,QYHVWPHQW 0DQDJHPHQW 3OF �639� ZDV HVWDEOLVKHG LQ ���� WR UDLVH PRQH\ E\ WKH LVVXH RI

ERQGV DQG RWKHU GHEW LQVWUXPHQWV� 7KH 639 LV D VXEVLGLDU\ DQG LV FRQVROLGDWHG LQ WKH ILQDQFLDO

VWDWHPHQWV�RI�WKH�%DQN�

)XQFWLRQDO�DQG�3UHVHQWDWLRQ�FXUUHQF\

ϰϬ
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��� %DVLV�RI�SUHSDUDWLRQ�DQG�VWDWHPHQW�RI�FRPSOLDQFH���FRQWLQXHG

�E� %DVLV�RI�&RQVROLGDWLRQ

��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV

����� 7D[HV

�L� &XUUHQW�WD[

�LL� 'HIHUUHG�WD[

7D[ H[SHQVH FRPSULVHV FXUUHQW DQG GHIHUUHG WD[� &XUUHQW WD[ DQG GHIHUUHG WD[HV DUH UHFRJQLVHG LQ

SURILW RU ORVV H[FHSW WR WKH H[WHQW WKDW LW UHODWHV WR LWHPV UHFRJQLVHG GLUHFWO\ LQ HTXLW\ RU LQ RWKHU

FRPSUHKHQVLYH�LQFRPH�

7D[ DVVHVVPHQWV DUH UHFRJQL]HG ZKHQ DVVHVVHG DQG DJUHHG WR E\ WKH *URXS ZLWK WKH 7D[ DXWKRULWLHV�

RU�ZKHQ�DSSHDOHG��XSRQ�UHFHLSW�RI�WKH�UHVXOWV�RI�WKH�DSSHDO�

&XUUHQW WD[ LV WKH H[SHFWHG WD[ SD\DEOH RQ WD[DEOH SURILW RU ORVV IRU WKH SHULRG GHWHUPLQHG LQ

DFFRUGDQFH ZLWK WKH &RPSDQLHV ,QFRPH 7D[ $FW �&,7$�� XVLQJ WD[ UDWHV HQDFWHG RU VXEVWDQWLYHO\

HQDFWHG�DW�WKH�UHSRUWLQJ�GDWH��DQG�DQ\�DGMXVWPHQW�WR�WD[�SD\DEOH�LQ�UHVSHFW�RI�SUHYLRXV�\HDUV�

'HIHUUHG WD[ LV UHFRJQLVHG RQ WHPSRUDU\ GLIIHUHQFHV EHWZHHQ WKH FDUU\LQJ DPRXQWV RI DVVHWV DQG

OLDELOLWLHV IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV DQG WKH DPRXQWV XVHG IRU WD[DWLRQ SXUSRVHV� 'HIHUUHG WD[ LV

QRW�UHFRJQLVHG�IRU�WKH�IROORZLQJ�WHPSRUDUD\�GLIIHUHQFHV�

��WKH�LQLWLDO�UHFRJQLWLRQ�RI�JRRGZLOO�
��WKH�LQLWLDO�UHFRJQLWLRQ�RI�DVVHWV�RU�OLDELOLWLHV�LQ�D�WUDQVDFWLRQ�WKDW�LV�QRW�D�EXVLQHVV�FRPELQDWLRQ

���DQG��DW�WKH�WLPH�RI�WKH�WUDQVDFWLRQ��DIIHFWV�QHLWKHU�WKH�DFFRXQWLQJ�SURILW�QRU�WD[DEOH�SURILW�RU�ORVV�

3URILW RU ORVV DQG HDFK FRPSRQHQW RI 2&, DUH DWWULEXWHG WR WKH HTXLW\ KROGHUV RI WKH SDUHQW RI WKH

*URXS DQG WR WKH QRQ�FRQWUROOLQJ LQWHUHVWV� HYHQ LI WKLV UHVXOWV LQ WKH QRQ�FRQWUROOLQJ LQWHUHVWV KDYLQJ D

GHILFLW�EDODQFH�

7KH IROORZLQJ DUH WKH VLJQLILFDQW DFFRXQWLQJ SROLFLHV DSSOLHG E\ WKH *URXS LQ SUHSDULQJ LWV ILQDQFLDO

VWDWHPHQWV�

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV FRPSULVH WKH ILQDQFLDO VWDWHPHQWV RI WKH %DQN DQG LWV VXEVLGLDU\

DV DW �� 'HFHPEHU ����� 6WHUOLQJ %DQN FRQVROLGDWHV D VXEVLGLDU\ ZKHQ LW FRQWUROV LW� &RQWURO LV

DFKLHYHG ZKHQ WKH %DQN LV H[SRVHG� RU KDV ULJKWV� WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW ZLWK WKH

LQYHVWHH�DQG�KDV�WKH�DELOLW\�WR�DIIHFW�WKRVH�UHWXUQV�WKURXJK�LWV�SRZHU�RYHU�WKH�LQYHVWHH�

*HQHUDOO\� WKHUH LV D SUHVXPSWLRQ WKDW D PDMRULW\ RI YRWLQJ ULJKWV UHVXOWV LQ FRQWURO� +RZHYHU� XQGHU

LQGLYLGXDO FLUFXPVWDQFHV� WKH %DQN PD\ VWLOO H[HUFLVH FRQWURO ZLWK OHVV WKDQ ��� VKDUHKROGLQJ RU PD\

QRW EH DEOH WR H[HUFLVH FRQWURO HYHQ ZLWK RZQHUVKLS RYHU ��� RI DQ HQWLW\¶V VKDUHV� :KHQ DVVHVVLQJ

ZKHWKHU LW KDV SRZHU RYHU DQ LQYHVWHH DQG WKHUHIRUH FRQWUROV WKH YDULDELOLW\ RI LWV UHWXUQV� WKH %DQN

FRQVLGHUV�DOO�UHOHYDQW�IDFWV�DQG�FLUFXPVWDQFHV��LQFOXGLQJ�

��7KH�SXUSRVH�DQG�GHVLJQ�RI�WKH�LQYHVWHH

��7KH�UHOHYDQW�DFWLYLWLHV�DQG�KRZ�GHFLVLRQV�DERXW�WKRVH�DFWLYLWLHV�DUH�PDGH�DQG�ZKHWKHU�WKH�%DQN

���FDQ�GLUHFW�WKRVH�DFWLYLWLHV

��&RQWUDFWXDO�DUUDQJHPHQWV�VXFK�DV�FDOO�ULJKWV��SXW�ULJKWV�DQG�OLTXLGDWLRQ�ULJKWV

��:KHWKHU�WKH�%DQN�LV�H[SRVHG��RU�KDV�ULJKWV��WR�YDULDEOH�UHWXUQV�IURP�LWV�LQYROYHPHQW�ZLWK�WKH

���LQYHVWHH��DQG�KDV�WKH�SRZHU�WR�DIIHFW�WKH�YDULDELOLW\�RI�VXFK�UHWXUQV

ϰϭ
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

����� 7D[HV

����� )LQDQFLDO�LQVWUXPHQWV

�L� 5HFRJQLWLRQ�DQG�LQLWLDO�PHDVXUHPHQW

�LL� &ODVVLILFDWLRQ�RI�ILQDQFLDO�LQVWUXPHQWV

3ROLF\�DSSOLFDEOH�IURP���-DQXDU\�����

3ROLF\�DSSOLFDEOH�SULRU�WR���-DQXDU\�����

5HJXODU SXUFKDVHV DQG VDOHV RI ILQDQFLDO DVVHWV DQG OLDELOLWLHV DUH UHFRJQLVHG RQ WKH WUDGH GDWH� $

ILQDQFLDO DVVHW RU ILQDQFLDO OLDELOLW\ LV PHDVXUHG LQLWLDOO\ DW IDLU YDOXH SOXV RU PLQXV�LQ WKH FDVH RI D

ILQDQFLDO DVVHW RU ILQDQFLDO OLDELOLW\ QRW DW IDLU YDOXH WKURXJK SURILW RU ORVV� GLUHFW DQG LQFUHPHQWDO

WUDQVDFWLRQ FRVWV WKDW DUH GLUHFWO\ DWWULEXWDEOH WR LWV DFTXLVLWLRQ RU LVVXH� 7UDQVDFWLRQ FRVWV RI ILQDQFLDO

DVVHWV DQG ILQDQFLDO OLDELOLWLHV FDUULHG DW IDLU YDOXH WKURXJK SURILW RU ORVV DUH H[SHQVHG LQ SURILW RU ORVV

DW LQLWLDO UHFRJQLWLRQ� )LQDQFLDO DVVHWV WKDW DUH WUDQVIHUUHG WR WKLUG SDUWLHV EXW GR QRW TXDOLI\ IRU

GHUHFRJQLWLRQ DUH SUHVHQWHG LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV ³SOHGJHG DVVHW´� LI WKH WUDQVIHUHH

KDV�WKH�ULJKW�WR�VHOO�RU�UH�SOHGJH�WKHP�

'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DUH RIIVHW LI WKHUH LV D OHJDOO\ HQIRUFHDEOH ULJKW WR RIIVHW FXUUHQW WD[

OLDELOLWLHV DJDLQVW FXUUHQW WD[ DVVHWV� DQG WKH\ UHODWH WR WD[HV OHYLHG E\ WKH VDPH WD[ DXWKRULW\ RQ WKH

VDPH WD[DEOH HQWLW\� RU RQ GLIIHUHQW WD[ HQWLWLHV� EXW WKH\ LQWHQG WR VHWWOH FXUUHQW WD[ OLDELOLWLHV DQG

DVVHWV�RQ�D�QHW�EDVLV�RU�WKHLU�WD[�DVVHWV�DQG�OLDELOLWLHV�ZLOO�EH�UHDOLVHG�VLPXOWDQHRXVO\�

$ GHIHUUHG WD[ DVVHW LV UHFRJQLVHG RQO\ WR WKH H[WHQW WKDW LW LV SUREDEOH WKDW IXWXUH WD[DEOH SURILWV ZLOO

EH DYDLODEOH DJDLQVW ZKLFK WKH DVVHW FDQ EH XWLOLVHG� 8QUHFRJQLVHG GHIHUUHG WD[ DVVHWV DUH UHYLHZHG DW

HDFK UHSRUWLQJ GDWH DQG DUH UHFRJQLVHG WR WKH H[WHQW WKDW LW LV SUREDEOH WKDW IXWXUH WD[DEOH SURILWV ZLOO

EH�DYDLODEOH�DJDLQVW�ZKLFK�FDQ�EH�XVHG�

$GGLWLRQDO LQFRPH WD[HV WKDW DULVH IURP WKH GLVWULEXWLRQ RI GLYLGHQGV DUH UHFRJQLVHG DW WKH VDPH WLPH

DV�WKH�OLDELOLW\�WR�SD\�WKH�UHODWHG�GLYLGHQG�LV�UHFRJQLVHG�

'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DUH PHDVXUHG DW WKH WD[ UDWHV WKDW DUH H[SHFWHG WR DSSO\ LQ WKH

SHULRG ZKHQ WKH DVVHW LV UHDOLVHG RU WKH OLDELOLW\ LV VHWWOHG� EDVHG RQ WD[ UDWHV �DQG WD[ ODZV� WKDW KDYH

EHHQ�HQDFWHG�RU�VXEVWDQWLYHO\�HQDFWHG�DW�WKH�UHSRUWLQJ�GDWH�

7KH�*URXS�FODVVLILHG�LWV�ILQDQFLDO�DVVHWV�XQGHU�,)56����LQWR�WKH�IROORZLQJ�PHDVXUHPHQW�FDWHJRULHV�

� 7KRVH WR EH PHDVXUHG DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH �)92&,� �HLWKHU ZLWK RU

ZLWKRXW UHF\FOLQJ�� ,QFOXGHG LQ WKLV FODVVLILFDWLRQ DUH GHEW LQVWUXPHQWV DW )92&, DQG HTXLW\ LQVWUXPHQWV

DW�)92&,�

��7KRVH�WR�EH�PHDVXUHG�DW�IDLU�YDOXH�WKURXJK��SURILW�RU�ORVV��)973/����DQG

� 7KRVH WR EH PHDVXUHG DW DPRUWLVHG FRVW� ,QFOXGHG LQ WKLV FODVVLILFDWLRQ DUH GHEW LQVWUXPHQWV DW

DPRUWLVHG�FRVW��ORDQV�DQG�UHFHLYDEOHV�H�W�F

7KH FODVVLILFDWLRQ GHSHQGV RQ WKH *URXS¶V EXVLQHVV PRGHO IRU PDQDJLQJ ILQDQFLDO DVVHWV DQG WKH

FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHWV FDVK IORZ �L�H VROHO\ SD\PHQWV RI SULQFLSDO DQG LQWHUHVW� 633,

WHVW���'LUHFWRUV�GHWHUPLQH�WKH�FODVVLILFDWLRQ�RI�WKH�ILQDQFLDO�LQVWUXPHQWV�DW�LQLWLDO�UHFRJQLWLRQ�

7KH *URXS FODVVLILHV LWV ILQDQFLDO OLDELOLWLHV DV OLDELOLWLHV DW IDLU YDOXH WKURXJK SURILW RU ORVV DQG OLDELOLWLHV

DW�DPRUWLVHG�FRVW�

7KH *URXS FODVVLILHG LWV ILQDQFLDO DVVHWV XQGHU ,$6 �� DV ILQDQFLDO DVVHWV DW )DLU YDOXH WKURXJK SURILW RU

ORVV��/RDQV�DQG�UHFHLYDEOHV��+HOG�WR�0DWXULW\�LQYHVWPHQWV�DQG�$YDLODEOH�IRU�6DOH�ILQDQFLDO�DVVHWV�

ϰϮ
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

�LLL� 6XEVHTXHQW�PHDVXUHPHQW

)LQDQFLDO�DVVHWV���SROLF\�DSSOLFDEOH�IURP���-DQXDU\�����

�L� 'HEW�LQVWUXPHQWV

7KH DPRUWLVHG FRVW RI D ILQDQFLDO DVVHW RU OLDELOLW\ LV WKH DPRXQW DW ZKLFK WKH ILQDQFLDO DVVHW RU OLDELOLW\

LV PHDVXUHG DW LQLWLDO UHFRJQLWLRQ� PLQXV SULQFLSDO UHSD\PHQWV� SOXV RU PLQXV WKH FXPXODWLYH

DPRUWLVDWLRQ XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG RI DQ\ GLIIHUHQFH EHWZHHQ WKH LQLWLDO DPRXQW

UHFRJQLVHG�DQG�WKH�PDWXULW\�DPRXQW��PLQXV�DQ\�UHGXFWLRQ�IRU�LPSDLUPHQW�

)DLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH �)92&,�� ,QYHVWPHQW LQ GHEW LQVWUXPHQW LV PHDVXUHG

DW�)92&,�RQO\�LI�LW�PHHWV�ERWK�RI�WKH�IROORZLQJ�FRQGLWLRQV�DQG�LV�QRW�GHVLJQDWHG�DV�DW�)973/�

� WKH DVVHW LV KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH REMHFWLYH LV DFKLHYHG E\ ERWK FROOHFWLQJ FRQWUDFWXDO

FDVK�IORZV�DQG�VHOOLQJ�ILQDQFLDO�DVVHWV��DQG

� WKH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHW JLYH ULVH RQ VSHFLILHG GDWHV WR FDVK IORZV WKDW DUH VROHO\

SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ�

7KH GHEW LQVWUXPHQW LV VXEVHTXHQWO\ PHDVXUHG DW IDLU YDOXH� *DLQV DQG ORVVHV DULVLQJ IURP FKDQJHV LQ

IDLU YDOXH DUH LQFOXGHG LQ RWKHU FRPSUHKHQVLYH LQFRPH �2&,� DQG DFFXPXODWHG LQ D VHSDUDWH FRPSRQHQW

RI HTXLW\� ,PSDLUPHQW JDLQV RU ORVVHV� LQWHUHVW UHYHQXH DQG IRUHLJQ H[FKDQJH JDLQV DQG ORVVHV DUH

UHFRJQLVHG LQ SURILW DQG ORVV� 8SRQ GLVSRVDO RU GHUHFRJQLWLRQ� WKH FXPXODWLYH JDLQ RU ORVV SUHYLRXVO\

UHFRJQLVHG LQ 2&, LV UHFODVVLILHG IURP HTXLW\ WR SURILW RU ORVV DQG UHFRJQLVHG LQ RWKHU RSHUDWLQJ LQFRPH�

,QWHUHVW LQFRPH IURP WKHVH ILQDQFLDO DVVHWV LV GHWHUPLQHG XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG DQG

UHFRJQLVHG�LQ�SURILW�RU�ORVV�DV�µ,QWHUHVW�LQFRPH¶�

7KH PHDVXUHPHQW RI FUHGLW LPSDLUPHQW LV EDVHG RQ WKH WKUHH�VWDJH H[SHFWHG FUHGLW ORVV PRGHO DV

DSSOLHG�WR�ILQDQFLDO�DVVHWV�DW�DPRUWLVHG�FRVW�

)DLU YDOXH WKURXJK SURILW RU ORVV �)973/�� )LQDQFLDO DVVHWV WKDW GR QRW PHHW WKH FULWHULD IRU DPRUWLVHG

FRVW RU )92&, DUH PHDVXUHG DW IDLU YDOXH WKURXJK SURILW RU ORVV� 7KH JDLQ RU ORVV DULVLQJ IURP FKDQJHV LQ

IDLU YDOXH RI D GHEW LQYHVWPHQW WKDW LV VXEVHTXHQWO\ PHDVXUHG DW IDLU YDOXH WKURXJK SURILW RU ORVV DQG LV

QRW SDUW RI D KHGJLQJ UHODWLRQVKLS LV LQFOXGHG GLUHFWO\ LQ WKH SURILW RU ORVV DQG UHSRUWHG DV µ1HW WUDGLQJ

LQFRPH
 LQ WKH SHULRG LQ ZKLFK LW DULVHV� ,QWHUHVW LQFRPH IURP WKHVH ILQDQFLDO DVVHWV LV UHFRJQLVHG LQ

SURILW�RU�ORVV�DV�µ,QWHUHVW�LQFRPH¶�

�LL��(TXLW\�LQVWUXPHQWV

7KH *URXS VXEVHTXHQWO\ PHDVXUHV DOO HTXLW\ LQYHVWPHQWV DW IDLU YDOXH� )RU HTXLW\ LQYHVWPHQW WKDW LV

QRW KHOG IRU WUDGLQJ� WKH *URXS PD\ LUUHYRFDEO\ HOHFW WR SUHVHQW VXEVHTXHQW FKDQJHV LQ IDLU YDOXH LQ

2&,� 7KLV HOHFWLRQ LV PDGH RQ DQ LQYHVWPHQW�E\�LQYHVWPHQW EDVLV� :KHUH WKH *URXS¶V PDQDJHPHQW KDV

HOHFWHG WR SUHVHQW IDLU YDOXH JDLQV DQG ORVVHV RQ HTXLW\ LQYHVWPHQWV LQ RWKHU FRPSUHKHQVLYH LQFRPH�

WKHUH�LV�QR�VXEVHTXHQW�UHFODVVLILFDWLRQ�RI�IDLU�YDOXH�JDLQV�DQG�ORVVHV�WR�SURILW�RU�ORVV�

7KH�*URXS¶V�ILQDQFLDO�DVVHWV�DW�DPRUWLVHG�FRVW�LQFOXGHV�FDVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD�

GXH�IURP�EDQNV��ORDQV�DQG�DGYDQFHV�WR�FXVWRPHUV��DQG�RWKHU�GHEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW

7KH *URXS¶V ILQDQFLDO DVVHWV DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH LQFOXGHV HTXLW\

LQVWUXPHQWV�DW�)92&,��WUHDVXU\�ELOOV��JRYHUQPHQW�ERQGV�DQG�FRUSRUDWH�ERQGV�

7KH�*URXS¶V�ILQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV�DUH�WUHDVXU\�ELOOV�

7KH�VXEVHTXHQW�PHDVXUHPHQW�RI�ILQDQFLDO�DVVHWV�GHSHQG�RQ�LWV�LQLWLDO�FODVVLILFDWLRQ�

$PRUWLVHG FRVW� $ ILQDQFLDO DVVHW LV PHDVXUHG DW DPRUWLVHG FRVW LI LW PHHWV ERWK RI WKH IROORZLQJ

FRQGLWLRQV�DQG�LV�QRW�GHVLJQDWHG�DV�DW�)973/�

� 7KH ILQDQFLDO DVVHW LV KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH REMHFWLYH LV WR KROG ILQDQFLDO DVVHWV WR

FROOHFW�FRQWUDFWXDO�FDVK�IORZV��DQG

� 7KH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHW JLYH ULVH RQ VSHFLILHG GDWHV WR FDVK IORZV WKDW DUH VROHO\

SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ�
7KH JDLQ RU ORVV RQ D GHEW LQYHVWPHQW WKDW LV VXEVHTXHQWO\ PHDVXUHG DW DPRUWLVHG FRVW DQG LV QRW SDUW

RI D KHGJLQJ UHODWLRQVKLS LV UHFRJQLVHG LQ SURILW RU ORVV ZKHQ WKH DVVHW LV GHUHFRJQLVHG RU LPSDLUHG�

,QWHUHVW LQFRPH IURP WKHVH ILQDQFLDO DVVHWV LV GHWHUPLQHG XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG DQG

UHSRUWHG�LQ�SURILW�RU�ORVV�DV�µ,QWHUHVW�LQFRPH¶�

ϰϯ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176
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�LLL� 6XEVHTXHQW�PHDVXUHPHQW��(TXLW\�LQVWUXPHQWV��FRQWLQXHG

%XVLQHVV�PRGHO�DVVHVVPHQW

���+RZ�WKH�SHUIRUPDQFH�RI�WKH�SRUWIROLR�LV�HYDOXDWHG�DQG�UHSRUWHG�WR�WKH�*URXS¶V�PDQDJHPHQW�

�� 7KH ULVNV WKDW DIIHFW WKH SHUIRUPDQFH RI WKH EXVLQHVV PRGHO �DQG WKH ILQDQFLDO DVVHWV KHOG ZLWKLQ

WKDW�EXVLQHVV�PRGHO��DQG�KRZ�WKRVH�ULVNV�DUH�PDQDJHG�

�� +RZ PDQDJHUV RI WKH EXVLQHVV DUH FRPSHQVDWHG H�J� ZKHWKHU FRPSHQVDWLRQ LV EDVHG RQ WKH IDLU

YDOXH�RI�WKH�DVVHWV�PDQDJHG�RU�WKH�FRQWUDFWXDO�FDVK�IORZV�FROOHFWHG��DQG

�� 7KH IUHTXHQF\� YROXPH DQG WLPLQJ RI VDOHV LQ SULRU SHULRGV� WKH UHDVRQV IRU VXFK VDOHV DQG LWV

H[SHFWDWLRQV DERXW IXWXUH VDOHV DFWLYLW\� +RZHYHU� LQIRUPDWLRQ DERXW VDOHV DFWLYLW\ LV QRW FRQVLGHUHG LQ

LVRODWLRQ� EXW DV SDUW RI DQ RYHUDOO DVVHVVPHQW RI KRZ WKH *URXS¶V VWDWHG REMHFWLYH IRU PDQDJLQJ WKH

ILQDQFLDO�DVVHWV�LV�DFKLHYHG�DQG�KRZ�FDVK�IORZV�DUH�UHDOLVHG�

)LQDQFLDO DVVHWV WKDW DUH KHOG IRU WUDGLQJ RU PDQDJHG DQG ZKRVH SHUIRUPDQFH LV HYDOXDWHG RQ D IDLU

YDOXH EDVLV DUH PHDVXUHG DW )973/ EHFDXVH WKH\ DUH QHLWKHU KHOG WR FROOHFW FRQWUDFWXDO FDVK IORZV QRU

KHOG�ERWK�WR�FROOHFW�FRQWUDFWXDO�FDVK�IORZV�DQG�WR�VHOO�ILQDQFLDO�DVVHWV�

$VVHVVPHQW RI ZKHWKHU FRQWUDFWXDO FDVK IORZV DUH VROHO\ SD\PHQWV RI SULQFLSDO DQG LQWHUHVW RQ

SULQFLSDO

)RU WKH SXUSRVHV RI WKLV DVVHVVPHQW� µSULQFLSDO¶ LV GHILQHG DV WKH IDLU YDOXH RI WKH ILQDQFLDO DVVHW RQ

LQLWLDO UHFRJQLWLRQ� µ,QWHUHVW¶ LV GHILQHG DV FRQVLGHUDWLRQ IRU WKH WLPH YDOXH RI PRQH\ DQG IRU WKH FUHGLW

ULVN DVVRFLDWHG ZLWK WKH SULQFLSDO DPRXQW RXWVWDQGLQJ GXULQJ D SDUWLFXODU SHULRG RI WLPH DQG IRU RWKHU

EDVLF�OHQGLQJ�ULVNV�DQG�FRVWV��H�J��OLTXLGLW\�ULVN�DQG�DGPLQLVWUDWLYH�FRVWV���DV�ZHOO�DV�SURILW�PDUJLQ�

,Q DVVHVVLQJ ZKHWKHU WKH FRQWUDFWXDO FDVK IORZV DUH VROHO\ SD\PHQWV RI SULQFLSDO DQG LQWHUHVW� WKH

*URXS FRQVLGHUV WKH FRQWUDFWXDO WHUPV RI WKH LQVWUXPHQW� 7KLV LQFOXGHV DVVHVVLQJ ZKHWKHU WKH ILQDQFLDO

DVVHW FRQWDLQV D FRQWUDFWXDO WHUP WKDW FRXOG FKDQJH WKH WLPLQJ RU DPRXQW RI FRQWUDFWXDO FDVK IORZV

VXFK�WKDW�LW�ZRXOG�QRW�PHHW�WKLV�FRQGLWLRQ��,Q�PDNLQJ�WKH�DVVHVVPHQW��WKH�*URXS�FRQVLGHUV�

��FRQWLQJHQW�HYHQWV�WKDW�ZRXOG�FKDQJH�WKH�DPRXQW�DQG�WLPLQJ�RI�FDVK�IORZV�

��OHYHUDJH�IHDWXUHV�

��SUHSD\PHQW�DQG�H[WHQVLRQ�WHUPV�

� WHUPV WKDW OLPLW WKH *URXS¶V FODLP WR FDVK IORZV IURP VSHFLILHG DVVHWV �H�J� QRQ�UHFRXUVH DVVHW

DUUDQJHPHQWV���DQG

��)HDWXUHV�WKDW�PRGLI\�FRQVLGHUDWLRQ�RI�WKH�WLPH�YDOXH�RI�PRQH\�±�H�J��SHULRGLFDO�UHVHW�RI�LQWHUHVW�UDWHV�

'LYLGHQGV IURP VXFK LQYHVWPHQWV FRQWLQXH WR EH UHFRJQLVHG LQ SURILW RU ORVV DV RWKHU RSHUDWLQJ LQFRPH

ZKHQ WKH *URXS¶V ULJKW WR UHFHLYH SD\PHQWV LV HVWDEOLVKHG XQOHVV WKH GLYLGHQG FOHDUO\ UHSUHVHQWV D

UHFRYHU\ RI SDUW RI WKH FRVW RI WKH LQYHVWPHQW� $OO HTXLW\ ILQDQFLDO DVVHWV DUH FODVVLILHG DV PHDVXUHG DW

)92&,� :KHUH WKH %DQN KDV HOHFWHG WR SUHVHQW IDLU YDOXH JDLQV DQG ORVVHV RQ HTXLW\ LQYHVWPHQWV LQ

RWKHU FRPSUHKHQVLYH LQFRPH� WKHUH LV QR VXEVHTXHQW UHFODVVLILFDWLRQ RI IDLU YDOXH JDLQV DQG ORVVHV WR

SURILW�RU�ORVV�

7KH *URXS PDNHV DQ DVVHVVPHQW RI WKH REMHFWLYH RI D EXVLQHVV PRGHO LQ ZKLFK DQ DVVHW LV KHOG DW D

SRUWIROLR OHYHO EHFDXVH WKLV EHVW UHIOHFWV WKH ZD\ WKH EXVLQHVV LV PDQDJHG DQG LQIRUPDWLRQ LV SURYLGHG

WR�PDQDJHPHQW��7KH�LQIRUPDWLRQ�FRQVLGHUHG�LQFOXGHV�

�� 7KH VWDWHG SROLFLHV DQG REMHFWLYHV IRU WKH SRUWIROLR DQG WKH RSHUDWLRQ RI WKRVH SROLFLHV LQ SUDFWLFH� ,Q

SDUWLFXODU� ZKHWKHU PDQDJHPHQW¶V VWUDWHJ\ IRFXVHV RQ HDUQLQJ FRQWUDFWXDO LQWHUHVW UHYHQXH�

PDLQWDLQLQJ D SDUWLFXODU LQWHUHVW UDWH SURILOH� PDWFKLQJ WKH GXUDWLRQ RI WKH ILQDQFLDO DVVHWV WR WKH

GXUDWLRQ RI WKH OLDELOLWLHV WKDW DUH IXQGLQJ WKRVH DVVHWV RU UHDOLVLQJ FDVK IORZV WKURXJK WKH VDOH RI WKH

DVVHWV�
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�LLL� 6XEVHTXHQW�PHDVXUHPHQW��(TXLW\�LQVWUXPHQWV��FRQWLQXHG

�L��)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV

E��)LQDQFLDO�DVVHWV���SROLF\�DSSOLFDEOH�SULRU�WR���-DQXDU\�����

7KLV FDWHJRU\ KDV WZR VXE�FDWHJRULHV� ILQDQFLDO DVVHWV KHOG IRU WUDGLQJ� DQG WKRVH GHVLJQDWHG DW IDLU

YDOXH WKURXJK SURILW RU ORVV DW LQFHSWLRQ� $ ILQDQFLDO DVVHW LV FODVVLILHG DV KHOG IRU WUDGLQJ LI DFTXLUHG

SULQFLSDOO\ IRU WKH SXUSRVH RI VHOOLQJ LQ WKH VKRUW WHUP� 'HULYDWLYHV DUH DOVR FDWHJRULVHG DV KHOG IRU

WUDGLQJ�XQOHVV�WKH\�DUH�GHVLJQDWHG�DV�HIIHFWLYH�KHGJLQJ�LQVWUXPHQWV�

)LQDQFLDO�DVVHWV�PD\�EH�GHVLJQDWHG�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV�ZKHQ�

WKH GHVLJQDWLRQ HOLPLQDWHV RU VLJQLILFDQWO\ UHGXFHV PHDVXUHPHQW RU UHFRJQLWLRQ LQFRQVLVWHQF\ WKDW

ZRXOG�RWKHUZLVH�DULVH�IURP�PHDVXULQJ�DVVHWV�RU�OLDELOLWLHV�RQ�GLIIHUHQW�EDVLV��RU

JURXS�RI�ILQDQFLDO�DVVHWV�LV�PDQDJHG�DQG�LWV�SHUIRUPDQFH�HYDOXDWHG�RQ�D�IDLU�YDOXH�EDVLV�

6XEVHTXHQW WR LQLWLDO UHFRJQLWLRQ� WKH IDLU YDOXHV DUH UH�PHDVXUHG DW HDFK UHSRUWLQJ GDWH� $OO JDLQV DQG

ORVVHV DULVLQJ IURP FKDQJHV WKHUHLQ DUH UHFRJQLVHG LQ WKH SURILW RU ORVV LQ µQHW WUDGLQJ LQFRPH¶ IRU

WUDGLQJ�DVVHWV��DQG�IRU�ILQDQFLDO�DVVHWV�GHVLJQDWHG�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV�DW�LQFHSWLRQ�

,QWHUHVW HDUQHG DQG GLYLGHQGV UHFHLYHG ZKLOH KROGLQJ WUDGLQJ DVVHWV DW IDLU YDOXH WKURXJK SURILW RU ORVV

DUH LQFOXGHG LQ QHW WUDGLQJ LQFRPH� 7UDGLQJ DVVHWV DUH QRW UHFODVVLILHG VXEVHTXHQW WR WKHLU LQLWLDO

UHFRJQLWLRQ�

�LL��$YDLODEOH�IRU�VDOH�ILQDQFLDO�DVVHWV

$YDLODEOH�IRU�VDOH LQYHVWPHQWV DUH QRQ�GHULYDWLYH LQYHVWPHQWV WKDW ZHUH GHVLJQDWHG E\ WKH *URXS DV

DYDLODEOH�IRU�VDOH RU DUH QRW FODVVLILHG DV DQRWKHU FDWHJRU\ RI ILQDQFLDO DVVHWV� RU VWUDWHJLF FDSLWDO

LQYHVWPHQWV KHOG IRU DQ LQGHILQLWH SHULRG RI WLPH� ZKLFK PD\ EH VROG LQ UHVSRQVH WR QHHGV IRU OLTXLGLW\

RU FKDQJHV LQ LQWHUHVW UDWHV� H[FKDQJH UDWHV RU HTXLW\ SULFHV� 8QTXRWHG HTXLW\ VHFXULWLHV ZKRVH IDLU

YDOXH FDQQRW UHOLDEO\ EH PHDVXUHG ZHUH FDUULHG DW FRVW� $OO RWKHU DYDLODEOH�IRU�VDOH LQYHVWPHQWV ZHUH

FDUULHG�DW�IDLU�YDOXH�

,QWHUHVW LQFRPH RQ DYDLODEOH�IRU�VDOH GHEW LQVWUXPHQW LV UHFRJQLVHG LQ SURILW RU ORVV XVLQJ WKH HIIHFWLYH

LQWHUHVW PHWKRG� 'LYLGHQG LQFRPH LV UHFRJQLVHG LQ WKH SURILW RU ORVV ZKHQ WKH *URXS EHFRPHV HQWLWOHG

WR WKH GLYLGHQG� )RUHLJQ H[FKDQJH JDLQV RU ORVVHV RQ DYDLODEOH�IRU�VDOH GHEW VHFXULW\ LQYHVWPHQWV DUH

UHFRJQLVHG LQ SURILW RU ORVV� 2WKHU IDLU YDOXH FKDQJHV DUH UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH

XQWLO WKH LQYHVWPHQW LV VROG RU LPSDLUHG� ZKHUHXSRQ WKH FXPXODWLYH JDLQV DQG ORVVHV SUHYLRXVO\

UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH DUH UHFODVVLILHG WR SURILW RU ORVV DV D UHFODVVLILFDWLRQ

DGMXVWPHQW�

$ QRQ�GHULYDWLYH ILQDQFLDO DVVHW PD\ EH UHFODVVLILHG IURP WKH DYDLODEOH�IRU�VDOH FDWHJRU\ WR WKH ORDQV

DQG UHFHLYDEOHV FDWHJRU\ LI LW RWKHUZLVH ZRXOG KDYH PHW WKH GHILQLWLRQ RI ORDQV DQG UHFHLYDEOHV DQG LI

WKH *URXS KDV WKH LQWHQWLRQ DQG DELOLW\ WR KROG WKDW ILQDQFLDO DVVHW IRU WKH IRUHVHHDEOH IXWXUH RU XQWLO

PDWXULW\�

7KH *URXS KROGV D SRUWIROLR RI ORQJ�WHUP IL[HG UDWH ORDQV IRU ZKLFK WKH *URXS KDV WKH RSWLRQ WR UHYLVH

WKH LQWHUHVW UDWH DW IXWXUH GDWHV� 7KHVH UHVHW ULJKWV DUH OLPLWHG WR WKH PDUNHW UDWH DW WKH WLPH RI

UHYLVLRQ� 7KH ULJKW WR UHVHW WKH UDWHV RI WKH ORDQV EDVHG RQ WKH UHYLVLRQ LQ PDUNHW UDWHV DUH SDUW RI WKH

FRQWUDFWXDOO\ DJUHHG WHUPV RQ LQFHSWLRQ RI WKH ORDQ DJUHHPHQW� WKHUHIRUH WKH ERUURZHUV DUH REOLJDWHG

WR FRPSO\ ZLWK WKH UHVHW UDWHV ZLWKRXW DQ\ RSWLRQ RI UHSD\PHQW RI WKH ORDQV DW SDU DW DQ\ UHVHW GDWH�

7KH *URXS KDV GHWHUPLQHG WKDW WKH FRQWUDFWXDO FDVK IORZV RI WKHVH ORDQV DUH VROHO\ SD\PHQWV RI

SULQFLSDO DQG LQWHUHVW EHFDXVH WKH RSWLRQ YDULHV ZLWK WKH LQWHUHVW UDWH LQ D ZD\ WKDW LV FRQVLGHUHG D

FRQVLGHUDWLRQ IRU WKH WLPH YDOXH RI PRQH\� FUHGLW ULVN� RWKHU EDVLF OHQGLQJ ULVNV DQG FRVWV DVVRFLDWHG

ZLWK WKH SULQFLSDO DPRXQW RXWVWDQGLQJ� )LQDQFLDO DVVHWV ZLWK HPEHGGHG GHULYDWLYHV DUH FRQVLGHUHG LQ

WKHLU�HQWLUHW\�ZKHQ�GHWHUPLQLQJ�ZKHWKHU�WKHLU�FDVK�IORZV�DUH�VROHO\�SD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�
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E��)LQDQFLDO�DVVHWV���SROLF\�DSSOLFDEOH�SULRU�WR���-DQXDU\������FRQWLQXHG

�LY��/RDQV�DQG�UHFHLYDEOHV

�LLL��+HOG�WR�PDWXULW\

+HOG�WR�PDWXULW\ LQYHVWPHQWV DUH QRQ�GHULYDWLYH DVVHWV ZLWK IL[HG GHWHUPLQDEOH SD\PHQWV DQG IL[HG

PDWXULWLHV�WKDW�WKH�*URXS�KDV�WKH�SRVLWLYH�LQWHQW�DQG�DELOLW\�WR�KROG�WR�PDWXULW\�
+HOG�WR�PDWXULW\ LQYHVWPHQWV DUH FDUULHG DW DPRUWLVHG FRVW� XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG� $ VDOH

RU UHFODVVLILFDWLRQ RI D PRUH WKDQ LQVLJQLILFDQW DPRXQW RI KHOG�WR�PDWXULW\ LQYHVWPHQWV ZRXOG UHVXOW LQ

WKH UHFODVVLILFDWLRQ RI DOO KHOG�WR�PDWXULW\ LQYHVWPHQWV DV DYDLODEOH�IRU�VDOH� DQG ZRXOG SUHYHQW WKH

*URXS IURP FODVVLI\LQJ LQYHVWPHQW VHFXULWLHV DV KHOG�WR�PDWXULW\ IRU WKH FXUUHQW DQG WKH IROORZLQJ WZR

\HDUV� +RZHYHU� VDOHV DQG UHFODVVLILFDWLRQV LQ DQ\ RI WKH IROORZLQJ FLUFXPVWDQFHV ZRXOG QRW WULJJHU D

UHFODVVLILFDWLRQ�

� VDOHV RU UHFODVVLILFDWLRQV WKDW DUH VR FORVH WR PDWXULW\ WKDW FKDQJHV LQ WKH PDUNHW UDWH RI LQWHUHVW

ZRXOG�QRW�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�ILQDQFLDO�DVVHW¶V�IDLU�YDOXH�

�VDOHV RU UHFODVVLILFDWLRQV DIWHU WKH *URXS KDV FROOHFWHG VXEVWDQWLDOO\ DOO RI WKH DVVHW¶V RULJLQDO SULQFLSDO�

DQG

�VDOHV RU UHFODVVLILFDWLRQV DWWULEXWDEOH WR QRQ�UHFXUULQJ LVRODWHG HYHQWV EH\RQG WKH *URXS¶V FRQWURO WKDW

FRXOG�QRW�KDYH�EHHQ�UHDVRQDEO\�DQWLFLSDWHG�
)HGHUDO�*RYHUQPHQW�%RQGV�DUH�PDLQO\�FODVVLILHG�DV�KHOG�WR�PDWXULW\�

/RDQV DQG DGYDQFHV DUH QRQ�GHULYDWLYH ILQDQFLDO DVVHWV ZLWK IL[HG RU GHWHUPLQDEOH SD\PHQWV WKDW DUH

QRW TXRWHG LQ DQ DFWLYH PDUNHW DQG WKDW WKH *URXS GRHV QRW LQWHQG WR VHOO LPPHGLDWHO\ RU LQ WKH QHDU

WHUP�
/RDQV DQG DGYDQFHV DUH LQLWLDOO\ PHDVXUHG DW IDLU YDOXH SOXV LQFUHPHQWDO GLUHFW WUDQVDFWLRQ FRVWV� DQG

VXEVHTXHQWO\�PHDVXUHG�DW�WKHLU�DPRUWLVHG�FRVW�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG�

/RDQV�DQG�DGYDQFHV�LQFOXGH�ORDQV�JUDQWHG�WR�FXVWRPHUV�DQG�FRUSRUDWH�HQWLWLHV�

F��)LQDQFLDO�OLDELOLWLHV���SROLF\�DSSOLFDEOH�IRU�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV

7KH *URXS FODVVLILHV ILQDQFLDO OLDELOLWLHV LQWR ILQDQFLDO OLDELOLWLHV DW DPRUWLVHG FRVW DQG IDLU YDOXH WKURXJK

SURILW RU ORVV� )LQDQFLDO OLDELOLWLHV DUH GHUHFRJQLVHG ZKHQ H[WLQJXLVKHG� LH ZKHQ WKH REOLJDWLRQ VSHFLILHG

LQ�WKH�FRQWUDFW�LV�GLVFKDUJHG�RU�FDQFHOOHG�RU�H[SLUHV�

�L��)LQDQFLDO�OLDELOLWLHV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV

)LQDQFLDO OLDELOLWLHV DW IDLU YDOXH WKURXJK SURILW RU ORVV DUH ILQDQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ� $ ILQDQFLDO

OLDELOLW\ LV FODVVLILHG DV KHOG IRU WUDGLQJ LI LW LV DFTXLUHG RU LQFXUUHG SULQFLSDOO\ IRU WKH SXUSRVH RI VHOOLQJ

RU UHSXUFKDVLQJ LW LQ WKH QHDU WHUP RU LI LW LV SDUW RI D SRUWIROLR RI LGHQWLILHG ILQDQFLDO LQVWUXPHQWV WKDW

DUH PDQDJHG WRJHWKHU DQG IRU ZKLFK WKHUH LV HYLGHQFH RI D UHFHQW DFWXDO SDWWHUQ RI VKRUW�WHUP SURILW�

WDNLQJ�

'HULYDWLYHV DUH DOVR FDWHJRULVHG DV KHOG IRU WUDGLQJ XQOHVV WKH\ DUH GHVLJQDWHG DQG HIIHFWLYH DV

KHGJLQJ LQVWUXPHQWV� )LQDQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ DOVR LQFOXGH REOLJDWLRQV WR GHOLYHU ILQDQFLDO

DVVHWV�ERUURZHG�E\�WKH�*URXS�

*DLQV DQG ORVVHV DULVLQJ IURP FKDQJHV LQ IDLU YDOXH RI ILQDQFLDO OLDELOLWLHV FODVVLILHG DV KHOG IRU WUDGLQJ

DUH LQFOXGHG LQ WKH SURILW RU ORVV DQG DUH UHSRUWHG DV µ1HW WUDGLQJ LQFRPH RQ ILQDQFLDO LQVWUXPHQWV

FODVVLILHG DV KHOG IRU WUDGLQJ¶� ,QWHUHVW H[SHQVHV RQ ILQDQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ DUH LQFOXGHG LQ

µ1HW�LQWHUHVW�LQFRPH¶�

)URP � -DQXDU\ ����� XQGHU ,)56 �� ZKHUH D ILQDQFLDO OLDELOLW\ LV GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW

RU ORVV� WKH PRYHPHQW LQ IDLU YDOXH DWWULEXWDEOH WR FKDQJHV LQ WKH *URXS¶V RZQ FUHGLW TXDOLW\ LV

FDOFXODWHG E\ GHWHUPLQLQJ WKH FKDQJHV LQ FUHGLW VSUHDGV DERYH REVHUYDEOH PDUNHW LQWHUHVW UDWHV DQG LV

SUHVHQWHG�VHSDUDWHO\�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�
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F��)LQDQFLDO�OLDELOLWLHV���SROLF\�DSSOLFDEOH�IRU�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV��FRQWLQXHG

�LY� 5HFODVVLILFDWLRQV

3ROLF\�DSSOLFDEOH�IURP���-DQXDU\�����

�Y� 0RGLILFDWLRQV�RI�ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV

�L��)LQDQFLDO�DVVHWV

,I WKH WHUPV RI D ILQDQFLDO DVVHW DUH PRGLILHG� WKH *URXS HYDOXDWHV ZKHWKHU WKH FDVK IORZV RI WKH

PRGLILHG DVVHW DUH VXEVWDQWLDOO\ GLIIHUHQW� ,I WKH FDVK IORZV DUH VXEVWDQWLDOO\ GLIIHUHQW� WKHQ WKH

FRQWUDFWXDO ULJKWV WR FDVK IORZV IURP WKH RULJLQDO ILQDQFLDO DVVHW DUH GHHPHG WR KDYH H[SLUHG� ,Q WKLV

FDVH��WKH�RULJLQDO�ILQDQFLDO�DVVHW�LV�GHUHFRJQLVHG�DQG�D�QHZ�ILQDQFLDO�DVVHW�LV�UHFRJQLVHG�DW�IDLU�YDOXH�

�LL��)LQDQFLDO�OLDELOLWLHV�DW�DPRUWLVHG�FRVW

)LQDQFLDO OLDELOLWLHV WKDW DUH QRW FODVVLILHG DW IDLU YDOXH WKURXJK SURILW RU ORVV IDOO LQWR WKLV FDWHJRU\ DQG

DUH PHDVXUHG DW DPRUWLVHG FRVW� )LQDQFLDO OLDELOLWLHV PHDVXUHG DW DPRUWLVHG FRVW DUH GHSRVLWV IURP

EDQNV RU FXVWRPHUV� GHEW VHFXULWLHV LQ LVVXH IRU ZKLFK WKH IDLU YDOXH RSWLRQ LV QRW DSSOLHG� FRQYHUWLEOH

ERQGV�DQG�VXERUGLQDWHG�GHEWV�

)LQDQFLDO DVVHWV DUH QRW UHFODVVLILHG VXEVHTXHQW WR WKHLU LQLWLDO UHFRJQLWLRQ� H[FHSW LQ WKH SHULRG DIWHU

WKH *URXS FKDQJHV LWV EXVLQHVV PRGHO IRU PDQDJLQJ ILQDQFLDO DVVHWV WKDW DUH GHEW LQVWUXPHQWV� $

FKDQJH LQ WKH REMHFWLYH RI WKH *URXS¶V EXVLQHVV RFFXUV RQO\ ZKHQ WKH *URXS HLWKHU EHJLQV RU FHDVHV WR

SHUIRUP DQ DFWLYLW\ WKDW LV VLJQLILFDQW WR LWV RSHUDWLRQV �H�J�� YLD DFTXLVLWLRQ RU GLVSRVDO RI D EXVLQHVV

OLQH��

7KH�IROORZLQJ�DUH�QRW�FRQVLGHUHG�WR�EH�FKDQJHV�LQ�WKH�EXVLQHVV�PRGHO�

� $ FKDQJH LQ LQWHQWLRQ UHODWHG WR SDUWLFXODU ILQDQFLDO DVVHWV �HYHQ LQ FLUFXPVWDQFHV RI VLJQLILFDQW

FKDQJHV�LQ�PDUNHW�FRQGLWLRQV�

��$�WHPSRUDU\�GLVDSSHDUDQFH�RI�D�SDUWLFXODU�PDUNHW�IRU�ILQDQFLDO�DVVHWV

��$�WUDQVIHU�RI�ILQDQFLDO�DVVHWV�EHWZHHQ�SDUWV�RI�WKH�HQWLW\�ZLWK�GLIIHUHQW�EXVLQHVV�PRGHOV

:KHQ UHFODVVLILFDWLRQ RFFXUV� WKH *URXS UHFODVVLILHV DOO DIIHFWHG ILQDQFLDO DVVHWV LQ DFFRUGDQFH ZLWK WKH

QHZ EXVLQHVV PRGHO� 5HFODVVLILFDWLRQ LV DSSOLHG SURVSHFWLYHO\ IURP WKH µUHFODVVLILFDWLRQ GDWH¶�

5HFODVVLILFDWLRQ GDWH LV µWKH ILUVW GD\ RI WKH ILUVW UHSRUWLQJ SHULRG IROORZLQJ WKH FKDQJH LQ EXVLQHVV

PRGHO��*DLQV��ORVVHV�RU�LQWHUHVW�SUHYLRXVO\�UHFRJQLVHG�DUH�QRW�UHVWDWHG�ZKHQ�UHFODVVLILFDWLRQ�RFFXUV�

7KH *URXS PD\ RQO\ VHOO LQVLJQLILFDQW SRUWLRQ RI GHEW LQVWUXPHQWV PHDVXUHG DW DPRUWLVHG FRVW

IUHTXHQWO\ ZLWKRXW WULJJHULQJ D FKDQJH LQ EXVLQHVV PRGHO� ,I WKH *URXS VHOOV VLJQLILFDQW SRUWLRQV� WKLV

ZLOO�QRW�EH�PRUH�WKDQ�WZLFH�D�\HDU�VXEMHFW�WR�FDVHV�RI�XQOLNHO\�WR�UHRFFXU�HYHQWV�VXFK�DV�

��5XQ�RQ�WKH�%DQN�VWUHVVHG�OLTXLGLW\�VFHQDULRV

��&UHGLW�ULVN�HYHQW�L�H��SHUFHLYHG�LVVXHU�GHIDXOW

� ,Q WKH HYHQW RI PHUJHU DQG WDNHRYHU� WKH %DQN PD\ VHOO SRUWLRQ RI WKH SRUWIROLR LI WKH VHFXULW\ KROGLQJV

YLRODWHV�VHW�OLPLWV

��2WKHU�RQH�RII�HYHQWV

6LJQLILFDQFH�LV�GHILQHG�WR�PHDQ����RI�WKH�SRUWIROLR�YDOXH�DQG�VXEMHFW�WR�WKH�SROLF\�RQ�IUHTXHQF\�DERYH�

7KH *URXS PD\ VHOO GHEW LQVWUXPHQWV PHDVXUHG DW DPRUWLVHG FRVW ZLWKRXW WULJJHULQJ D FKDQJH LQ

EXVLQHVV PRGHO LI WKH VDOH LV GXH WR GHWHULRUDWLRQ LQ WKH FUHGLW TXDOLW\ RI WKH ILQDQFLDO DVVHWV RU FORVH WR

PDWXULW\� $ ILQDQFLDO DVVHW LV VDLG WR EH FORVH WR PDWXULW\ LI WKH RXWVWDQGLQJ WHQRU RI WKH ILQDQFLDO DVVHW

IURP�WKH�WLPH�RI�LVVXH�LV�����RU�OHVV�RI�WKH�RULJLQDO�WHQRU�

6DOHV FORVH WR PDWXULW\ DUH DFFHSWDEOH LI WKH SURFHHGV IURP WKH VDOHV DSSUR[LPDWH WKH FROOHFWLRQ RI WKH

UHPDLQLQJ FRQWUDFWXDO FDVK IORZV� $W WKH SRLQW RI VDOH DQ DVVHVVPHQW ZLOO EH FRQGXFWHG WR GHWHUPLQH

ZKHWKHU�WKHUH�LV�PRUH�WKDQ�����GLIIHUHQW�IURP�WKH�UHPDLQLQJ�FDVK�IORZV�
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�Y� 0RGLILFDWLRQV�RI�ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV��FRQWLQXHG

4XDOLWDWLYH�FULWHULD

4XDQWLWDWLYH�FULWHULD

� LI WKH H[SHFWHG UHVWUXFWXULQJ ZLOO QRW UHVXOW LQ GHUHFRJQLWLRQ RI WKH H[LVWLQJ DVVHW� WKHQ WKH H[SHFWHG

FDVK IORZV DULVLQJ IURP WKH PRGLILHG ILQDQFLDO DVVHW DUH LQFOXGHG LQ FDOFXODWLQJ WKH FDVK VKRUWIDOOV IURP

WKH�H[LVWLQJ�DVVHW

$Q\ GLIIHUHQFH EHWZHHQ WKH DPRUWLVHG FRVW DQG WKH SUHVHQW YDOXH RI WKH HVWLPDWHG IXWXUH FDVK IORZV RI

WKH PRGLILHG DVVHW RU FRQVLGHUDWLRQ UHFHLYHG RQ GHUHFRJQLWLRQ LV UHFRUGHG DV D VHSDUDWH OLQH LWHP LQ

SURILW RU ORVV DV µJDLQV DQG ORVVHV DULVLQJ IURP WKH GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWV PHDVXUHG DW

DPRUWLVHG FRVW¶� ,I WKH FDVK IORZV RI WKH PRGLILHG DVVHW FDUULHG DW DPRUWLVHG FRVW DUH QRW VXEVWDQWLDOO\

GLIIHUHQW� WKHQ WKH PRGLILFDWLRQ GRHV QRW UHVXOW LQ GHUHFRJQLWLRQ RI WKH ILQDQFLDO DVVHW� ,Q WKLV FDVH� WKH

*URXS UHFDOFXODWHV WKH JURVV FDUU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHW DQG UHFRJQLVHV WKH DPRXQW DULVLQJ

IURP DGMXVWLQJ WKH JURVV FDUU\LQJ DPRXQW DV D PRGLILFDWLRQ JDLQ RU ORVV LQ SURILW RU ORVV DV SDUW RI

LPSDLUPHQW�FKDUJH�IRU�WKH�\HDU�

,Q GHWHUPLQLQJ ZKHQ D PRGLILFDWLRQ WR WHUPV RI D ILQDQFLDO DVVHW LV VXEVWDQWLDO RU QRW WR WKH H[LVWLQJ

WHUPV��WKH�*URXS�ZLOO�FRQVLGHU�WKH�IROORZLQJ�QRQ�H[KDXVWLYH�FULWHULD�

6FHQDULRV ZKHUH PRGLILFDWLRQV PD\ OHDG WR GHUHFRJQLWLRQ RI H[LVWLQJ ORDQ DQG UHFRJQLWLRQ RI D QHZ

ORDQ��L�H��VXEVWDQWLDO�PRGLILFDWLRQ��DUH�

��&RQYHUVLRQ�RI�D�EXOOHW�UHSD\PHQW�ILQDQFLDO�DVVHW��WR�DPRUWLVLQJ�ILQDQFLDO�DVVHW�RU�YLFH�YHUVD

��([WHQVLRQ�RI�ILQDQFLDO�DVVHW¶V�WHQRU

��5HGXFWLRQ�LQ�UHSD\PHQW�RI�SULQFLSDOV�DQG�LQWHUHVW

��&DSLWDOLVDWLRQV�RI�RYHUGXH�UHSD\PHQWV�LQWR�D�QHZ�SULQFLSDO�DPRXQW

� &KDQJH LQ IUHTXHQF\ RI UHSD\PHQWV L�H� FKDQJH RI PRQWKO\ UHSD\PHQWV WR TXDUWHUO\ RU \HDUO\

UHSD\PHQWV

��5HGXFWLRQ�RI�ILQDQFLDO�DVVHW¶V�WHQRU

2Q RFFXUUHQFH RI DQ\ RI WKH DERYH IDFWRUV� WKH *URXS ZLOO SHUIRUP D ��� WHVW �VHH EHORZ� WR GHWHUPLQH

ZKHWKHU�RU�QRW�WKH�PRGLILFDWLRQ�LV�VXEVWDQWLDO�

6FHQDULRV�ZKHUH�PRGLILFDWLRQ�ZLOO�QRW�OHDG�WR�GHUHFRJQLWLRQ�RI�H[LVWLQJ�ILQDQFLDO�DVVHWV�DUH�

� &KDQJH LQ LQWHUHVW UDWH DULVLQJ IURP D FKDQJH LQ 035 ZKLFK LV D EHQFKPDUN UDWH WKDW GULYHV ERUURZLQJ

UDWHV�LQ�1LJHULD

��%XON�UHSD\PHQW�RI�ILQDQFLDO�DVVHW

$ PRGLILFDWLRQ ZRXOG OHDG WR GHUHFRJQLWLRQ RI H[LVWLQJ ILQDQFLDO DVVHW DQG UHFRJQLWLRQ RI D QHZ

ILQDQFLDO�DVVHW��L�H��VXEVWDQWLDO�PRGLILFDWLRQ��LI�

� 7KH GLVFRXQWHG SUHVHQW YDOXH RI WKH FDVK IORZV XQGHU WKH QHZ WHUPV� LQFOXGLQJ DQ\ IHHV UHFHLYHG QHW

RI DQ\ IHHV SDLG DQG GLVFRXQWHG XVLQJ WKH RULJLQDO HIIHFWLYH LQWHUHVW UDWH� LV DW OHDVW �� SHU FHQW

GLIIHUHQW�IURP�WKH�GLVFRXQWHG�SUHVHQW�YDOXH�RI�WKH�UHPDLQLQJ�FDVK�IORZV�RI�WKH�RULJLQDO�ILQDQFLDO�DVVHW�

$�PRGLILFDWLRQ�ZRXOG�QRW�OHDG�WR�GHUHFRJQLWLRQ�RI�H[LVWLQJ�ILQDQFLDO�DVVHW�LI�

� WKH GLVFRXQWHG SUHVHQW YDOXH RI WKH FDVK IORZV XQGHU WKH QHZ WHUPV� LQFOXGLQJ DQ\ IHHV UHFHLYHG QHW

RI DQ\ IHHV SDLG DQG GLVFRXQWHG XVLQJ WKH RULJLQDO HIIHFWLYH LQWHUHVW UDWH� LV OHVV WKDQ �� SHU FHQW

GLIIHUHQW�IURP�WKH�GLVFRXQWHG�SUHVHQW�YDOXH�RI�WKH�UHPDLQLQJ�FDVK�IORZV�RI�WKH�RULJLQDO�ILQDQFLDO�DVVHW�

,I WKH WHUPV RI D ILQDQFLDO DVVHW DUH UHQHJRWLDWHG RU PRGLILHG RU DQ H[LVWLQJ ILQDQFLDO DVVHW LV UHSODFHG

ZLWK D QHZ RQH GXH WR ILQDQFLDO GLIILFXOWLHV RI WKH ERUURZHU� WKHQ DQ DVVHVVPHQW LV PDGH RI ZKHWKHU WKH

ILQDQFLDO DVVHW VKRXOG EH GHUHFRJQLVHG �VHH EHORZ� DQG ([SHFWHG FUHGLW ORVVHV �(&/� DUH PHDVXUHG DV

IROORZV�
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4XDQWLWDWLYH�FULWHULD��FRQWLQXHG

�LL��)LQDQFLDO�OLDELOLWLHV

�YL� ,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV

� LI WKH H[SHFWHG UHVWUXFWXULQJ ZLOO UHVXOW LQ GHUHFRJQLWLRQ RI WKH H[LVWLQJ DVVHW� WKHQ WKH H[SHFWHG IDLU

YDOXH RI WKH QHZ DVVHW LV WUHDWHG DV WKH ILQDO FDVK IORZV IURP H[LVWLQJ ILQDQFLDO DVVHW DW WKH WLPH RI LWV

GHUHFRJQLWLRQ� 7KLV DPRXQW LV LQFOXGHG LQ FDOFXODWLQJ WKH FDVK VKRUWIDOOV IURP H[LVWLQJ ILQDQFLDO DVVHW

WKDW DUH GLVFRXQWHG IURP H[SHFWHG GDWH RI GHUHFRJQLWLRQ WR WKH UHSRUWLQJ GDWH XVLQJ RULJLQDO HIIHFWLYH

LQWHUHVW�UDWH�RI�WKH�H[LVWLQJ�ILQDQFLDO�DVVHW�

7KH *URXS GHUHFRJQLVHV D ILQDQFLDO OLDELOLW\ ZKHQ LWV WHUPV DUH PRGLILHG DQG WKH FDVK IORZV RI WKH

PRGLILHG OLDELOLW\ DUH VXEVWDQWLDOO\ GLIIHUHQW� 7KLV RFFXUV ZKHQ WKH GLVFRXQWHG SUHVHQW YDOXH RI WKH FDVK

IORZV XQGHU WKH QHZ WHUPV� LQFOXGLQJ DQ\ IHHV SDLG QHW RI DQ\ IHHV UHFHLYHG DQG GLVFRXQWHG XVLQJ WKH

RULJLQDO HIIHFWLYH LQWHUHVW UDWH� LV DW OHDVW �� SHUFHQW GLIIHUHQW IURP WKH GLVFRXQWHG SUHVHQW YDOXH RI WKH

UHPDLQLQJ FDVK IORZV RI WKH RULJLQDO ILQDQFLDO OLDELOLW\� ,Q WKLV FDVH� D QHZ ILQDQFLDO OLDELOLW\ EDVHG RQ WKH

PRGLILHG WHUPV LV UHFRJQLVHG DW IDLU YDOXH� 7KH GLIIHUHQFH EHWZHHQ WKH FDUU\LQJ DPRXQW RI WKH ILQDQFLDO

OLDELOLW\ H[WLQJXLVKHG DQG WKH QHZ ILQDQFLDO OLDELOLW\ ZLWK PRGLILHG WHUPV LV UHFRJQLVHG LQ SURILW RU ORVV� ,I

DQ H[FKDQJH RI GHEW LQVWUXPHQWV RU PRGLILFDWLRQ RI WHUPV LV DFFRXQWHG IRU DV DQ H[WLQJXLVKPHQW� DQ\

FRVWV RU IHHV LQFXUUHG DUH UHFRJQLVHG DV SDUW RI WKH JDLQ RU ORVV RQ WKH H[WLQJXLVKPHQW� ,I WKH H[FKDQJH

RU PRGLILFDWLRQ LV QRW DFFRXQWHG IRU DV DQ H[WLQJXLVKPHQW �L�H WKH PRGLILHG OLDELOLW\ LV QRW VXEVWDQWLDOO\

GLIIHUHQW�� DQ\ FRVWV RU IHHV LQFXUUHG DGMXVW WKH FDUU\LQJ DPRXQW RI WKH OLDELOLW\ DQG DUH DPRUWLVHG RYHU

WKH�UHPDLQLQJ�WHUP�RI�WKH�PRGLILHG�OLDELOLW\�

6HH�DOVR�1RWH����L��RQ�&UHGLW�ULVN�GLVFORVXUH

�L��3ROLF\�DSSOLFDEOH�IURP���-DQXDU\�����

7KH *URXS UHFRJQLVHV ORVV DOORZDQFHV IRU (&/ RQ WKH IROORZLQJ ILQDQFLDO LQVWUXPHQWV WKDW DUH QRW

PHDVXUHG�DW�)973/�

��)LQDQFLDO�DVVHWV�WKDW�DUH�GHEW�LQVWUXPHQWV�

��)LQDQFLDO�JXDUDQWHH�FRQWUDFWV�LVVXHG��DQG

��/RDQ�FRPPLWPHQWV�LVVXHG�

1R LPSDLUPHQW ORVV LV UHFRJQLVHG RQ HTXLW\ LQYHVWPHQWV� 7KH *URXS PHDVXUHV ORVV DOORZDQFHV DW DQ

DPRXQW�HTXDO�WR�OLIHWLPH�(&/��H[FHSW�IRU�WKH�IROORZLQJ��IRU�ZKLFK�WKH\�DUH�PHDVXUHG�DV����PRQWK�(&/�

� 5LVN IUHH DQG JLOW HGJHG GHEW LQYHVWPHQW VHFXULWLHV WKDW DUH GHWHUPLQHG WR KDYH ORZ FUHGLW ULVN DW WKH

UHSRUWLQJ�GDWH��DQG

� 2WKHU ILQDQFLDO LQVWUXPHQWV RQ ZKLFK FUHGLW ULVN KDV QRW LQFUHDVHG VLJQLILFDQWO\ VLQFH WKHLU LQLWLDO

UHFRJQLWLRQ�

7KH *URXS FRQVLGHUV D ULVN IUHH DQG JLOW HGJHG GHEW VHFXULW\ WR KDYH ORZ FUHGLW ULVN ZKHQ WKHLU FUHGLW

ULVN�UDWLQJ�LV�HTXLYDOHQW�WR�WKH�JOREDOO\�XQGHUVWRRG�GHILQLWLRQ�RI�µLQYHVWPHQW�JUDGH¶�

���PRQWK (&/ DUH WKH SRUWLRQ RI (&/ WKDW UHVXOW IURP GHIDXOW HYHQWV RQ D ILQDQFLDO LQVWUXPHQW WKDW DUH

SRVVLEOH�ZLWKLQ�WKH����PRQWKV�DIWHU�WKH�UHSRUWLQJ�GDWH�
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�YL� ,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV��FRQWLQXHG

���&UHGLW�LPSDLUHG�ILQDQFLDO�DVVHWV

$W HDFK UHSRUWLQJ GDWH� WKH *URXS DVVHVVHV ZKHWKHU ILQDQFLDO DVVHWV FDUULHG DW DPRUWLVHG FRVW DQG GHEW

ILQDQFLDO DVVHWV FDUULHG DW )92&, DUH FUHGLW�LPSDLUHG� $ ILQDQFLDO DVVHW LV µFUHGLW�LPSDLUHG¶ ZKHQ RQH RU

PRUH HYHQWV WKDW KDYH D GHWULPHQWDO LPSDFW RQ WKH HVWLPDWHG IXWXUH FDVK IORZV RQ WKH ILQDQFLDO DVVHW

KDYH�RFFXUUHG�

(YLGHQFH�WKDW�D�ILQDQFLDO�DVVHW�LV�FUHGLW�LPSDLUHG�LQFOXGHV�WKH�IROORZLQJ�REVHUYDEOH�GDWD�

��6LJQLILFDQW�ILQDQFLDO�GLIILFXOW\�RI�WKH�ERUURZHU�RU�LVVXHU�

��$�EUHDFK�RI�FRQWUDFW�VXFK�DV�D�GHIDXOW�RU�SDVW�GXH�HYHQW�

� 7KH OHQGHU�V� RI WKH ERUURZHU� IRU HFRQRPLF RU FRQWUDFWXDO UHDVRQV UHODWLQJ WR WKH ERUURZHU¶V

ILQDQFLDO GLIILFXOW\� KDYLQJ JUDQWHG WR WKH ERUURZHU D FRQFHVVLRQ�V� WKDW WKH OHQGHU�V� ZRXOG QRW

RWKHUZLVH�FRQVLGHU�

��,W�LV�EHFRPLQJ�SUREDEOH�WKDW�WKH�ERUURZHU�ZLOO�HQWHU�EDQNUXSWF\�RU�RWKHU�ILQDQFLDO�UHRUJDQLVDWLRQ��RU

��7KH�GLVDSSHDUDQFH�RI�DQ�DFWLYH�PDUNHW�IRU�D�VHFXULW\�EHFDXVH�RI�ILQDQFLDO�GLIILFXOWLHV�

� 7KH SXUFKDVH RU RULJLQDWLRQ RI D ILQDQFLDO DVVHW DW D GHHS GLVFRXQW WKDW UHIOHFWV WKH LQFXUUHG FUHGLW

ORVVHV�

$ ORDQ WKDW KDV EHHQ UHQHJRWLDWHG GXH WR D GHWHULRUDWLRQ LQ WKH ERUURZHU¶V FRQGLWLRQ LV XVXDOO\

FRQVLGHUHG WR EH FUHGLW�LPSDLUHG XQOHVV WKHUH LV HYLGHQFH WKDW WKH ULVN RI QRW UHFHLYLQJ FRQWUDFWXDO FDVK

IORZV KDV UHGXFHG VLJQLILFDQWO\ DQG WKHUH DUH QR RWKHU LQGLFDWRUV RI LPSDLUPHQW� ,Q DGGLWLRQ� ORDQV WKDW

DUH PRUH WKDQ �� GD\V RYHUGXH DUH FRQVLGHUHG LPSDLUHG H[FHSW IRU VSHFLDOLVHG ORDQV LQ ZKLFK WKH

*URXS�KDV�UHEXWWHG�WKH����GD\V�SDVW�GXH�SUHVXPSWLRQV��7KH�VSHFLDOLVHG�ORDQV�LQFOXGH�

���3URMHFW�ILQDQFLQJ��!����GD\V�SDVW�GXH��EDFNVWRS

�� 2EMHFW ILQDQFLQJ �SURGXFLQJ UHDO HVWDWH DQG FRPPHUFLDO UHDO HVWDWH ILQDQFLQJ�� ! ��� GD\V SDVW GXH

EDFNVWRS�

���&RPPRGLW\�ILQDQFH�!�����GD\V�SDVW�GXH�EDFNVWRS

���,QFRPH�SURGXFLQJ�UHDO�HVWDWH��!����GD\V�SDVW�GXH�EDFNVWRS

���0HDVXUHPHQW�RI�([SHFWHG�&UHGLW�ORVV��(&/�

(&/V�DUH�D�SUREDELOLW\�ZHLJKWHG�HVWLPDWH�RI�FUHGLW�ORVVHV��7KH\�DUH�PHDVXUHG�DV�IROORZV�

D� )LQDQFLDO DVVHWV WKDW DUH QRW FUHGLW�LPSDLUHG DW WKH UHSRUWLQJ GDWH� (&/ LV WKH SUHVHQW YDOXH RI DOO

FDVK VKRUWIDOOV �L�H� WKH GLIIHUHQFH EHWZHHQ WKH FDVK IORZV GXH WR WKH HQWLW\ LQ DFFRUGDQFH ZLWK WKH

FRQWUDFW�DQG�WKH�FDVK�IORZV�WKDW�WKH�*URXS�H[SHFWV�WR�UHFHLYH��

E� )LQDQFLDO DVVHWV WKDW DUH FUHGLW�LPSDLUHG DW WKH UHSRUWLQJ GDWH �EXW WKDW DUH QRW SXUFKDVHG RU

RULJLQDWHG FUHGLW LPSDLUHG ILQDQFLDO DVVHWV� � (&/ UHSUHVHQWV WKH GLIIHUHQFH EHWZHHQ WKH JURVV FDUU\LQJ

DPRXQW�DQG�WKH�SUHVHQW�YDOXH�RI�HVWLPDWHG�IXWXUH�FDVK�IORZV�

F� 8QGUDZQ ORDQ FRPPLWPHQWV� (&/ LV WKH SUHVHQW YDOXH RI WKH GLIIHUHQFH EHWZHHQ WKH FRQWUDFWXDO FDVK

IORZV WKDW DUH GXH WR *URXS LI WKH FRPPLWPHQW LV GUDZQ GRZQ DQG WKH FDVK IORZV WKDW WKH *URXS

H[SHFWV�WR�UHFHLYH��DQG

G� )LQDQFLDO JXDUDQWHH FRQWUDFWV� 7KLV LV WKH H[SHFWHG SD\PHQWV WR UHLPEXUVH WKH KROGHU OHVV DQ\

DPRXQWV�WKDW�WKH�*URXS�H[SHFWV�WR�UHFRYHU�
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

�YL� ,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV��FRQWLQXHG

,Q PDNLQJ DQ DVVHVVPHQW RI ZKHWKHU DQ LQYHVWPHQW LQ VRYHUHLJQ GHEW LV FUHGLW�LPSDLUHG� WKH *URXS

FRQVLGHUV�WKH�IROORZLQJ�IDFWRUV�

��7KH�PDUNHW¶V�DVVHVVPHQW�RI�FUHGLWZRUWKLQHVV�DV�UHIOHFWHG�LQ�WKH�ERQG�\LHOGV�

��7KH�UDWLQJ�DJHQFLHV¶�DVVHVVPHQWV�RI�FUHGLWZRUWKLQHVV�

��7KH�FRXQWU\¶V�DELOLW\�WR�DFFHVV�WKH�FDSLWDO�PDUNHWV�IRU�QHZ�GHEW�LVVXDQFH�

� 7KH SUREDELOLW\ RI GHEW EHLQJ UHVWUXFWXUHG� UHVXOWLQJ LQ KROGHUV VXIIHULQJ ORVVHV WKURXJK YROXQWDU\ RU

PDQGDWRU\�GHEW�IRUJLYHQHVV�

� 7KH LQWHUQDWLRQDO VXSSRUW PHFKDQLVPV LQ SODFH WR SURYLGH WKH QHFHVVDU\ VXSSRUW DV µOHQGHU RI ODVW

UHVRUW¶ WR WKDW FRXQWU\� DV ZHOO DV WKH LQWHQWLRQ� UHIOHFWHG LQ SXEOLF VWDWHPHQWV� RI JRYHUQPHQWV DQG

DJHQFLHV WR XVH WKRVH PHFKDQLVPV� 7KLV LQFOXGHV DQ DVVHVVPHQW RI WKH GHSWK RI WKRVH PHFKDQLVPV

DQG��LUUHVSHFWLYH�RI�WKH�SROLWLFDO�LQWHQW��ZKHWKHU�WKHUH�LV�WKH�FDSDFLW\�WR�IXOILO�WKH�UHTXLUHG�FULWHULD�

���3UHVHQWDWLRQ�RI�DOORZDQFH�IRU�(&/�LQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ

/RDQ�DOORZDQFHV�IRU�(&/�DUH�SUHVHQWHG�LQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�DV�IROORZV�

� )LQDQFLDO DVVHWV PHDVXUHG DW DPRUWLVHG FRVW� DV D GHGXFWLRQ IURP WKH JURVV FDUU\LQJ DPRXQW RI WKH

DVVHWV�

��/RDQ�FRPPLWPHQWV�DQG�ILQDQFLDO�JXDUDQWHH�FRQWUDFWV��JHQHUDOO\��DV�D�SURYLVLRQ�

� :KHUH D ILQDQFLDO LQVWUXPHQWV LQFOXGHV ERWK D GUDZQ DQG DQ XQGUDZQ FRPSRQHQW� DQG WKH *URXS

FDQQRW LGHQWLI\ WKH (&/ RQ WKH ORDQ FRPPLWPHQW FRPSRQHQW VHSDUDWHO\ IURP WKRVH RQ WKH GUDZQ

FRPSRQHQW� WKH *URXS SUHVHQWV DV D FRPELQHG ORVV DOORZDQFH IRU ERWK FRPSRQHQWV� 7KH FRPELQHG

DPRXQW LV SUHVHQWHG DV D GHGXFWLRQ IURP WKH JURVV FDUU\LQJ DPRXQW RI WKH GUDZQ FRPSRQHQW� $Q\

H[FHVV RI WKH ORVV DOORZDQFH RYHU WKH JURVV DPRXQW RI WKH GUDZQ FRPSRQHQW LV SUHVHQWHG DV D

SURYLVLRQ��DQG

� 'HEW LQVWUXPHQWV PHDVXUHG DW )92&,� QR ORVV DOORZDQFH LV UHFRJQLVHG LQ WKH VWDWHPHQW RI ILQDQFLDO

SRVLWLRQ EHFDXVH WKH FDUU\LQJ DPRXQW RI WKHVH DVVHWV LV WKHLU IDLU YDOXH� +RZHYHU� WKH ORVV DOORZDQFH LV

GLVFORVHG�DQG�LV�UHFRJQLVHG�LQ�WKH�³IDLU�YDOXH�UHVHUYH´�

���:ULWH�RII

$IWHU D IXOO HYDOXDWLRQ RI D QRQ�SHUIRUPLQJ H[SRVXUH� LQ WKH HYHQW WKDW HLWKHU RQH RU DOO RI WKH IROORZLQJ

FRQGLWLRQV�DSSO\��VXFK�H[SRVXUH�LV�UHFRPPHQGHG�IRU�ZULWH�RII��HLWKHU�SDUWLDOO\�RU�LQ�IXOO��

��FRQWLQXHG�FRQWDFW�ZLWK�WKH�FXVWRPHU�LV�LPSRVVLEOH�

��UHFRYHU\�FRVW�LV�H[SHFWHG�WR�EH�KLJKHU�WKDQ�WKH�RXWVWDQGLQJ�GHEW�

��DPRXQW�REWDLQHG�IURP�UHDOLVDWLRQ�RI�FUHGLW�FROODWHUDO�VHFXULW\�OHDYHV�D�EDODQFH�RI�WKH�GHEW��RU

��LW�LV�UHDVRQDEO\�GHWHUPLQHG�WKDW�QR�IXUWKHU�UHFRYHU\�RQ�WKH�IDFLOLW\�LV�SRVVLEOH�

$OO FUHGLW IDFLOLW\ ZULWH�RIIV UHTXLUH HQGRUVHPHQW DW WKH ERDUG OHYHO� DV GHILQHG E\ WKH *URXS� &UHGLW

ZULWH�RII DSSURYDO LV GRFXPHQWHG LQ ZULWLQJ DQG SURSHUO\ LQLWLDOHG E\ WKH &UHGLW FROOHFWLRQ DQG

UHFRYHULHV�

$ ZULWH�RII FRQVWLWXWHV D GHUHFRJQLWLRQ HYHQW� +RZHYHU� ILQDQFLDO DVVHWV WKDW DUH ZULWWHQ RII FRXOG VWLOO

EH VXEMHFW WR HQIRUFHPHQW DFWLYLWLHV LQ RUGHU WR FRPSO\ ZLWK WKH *URXS¶V SURFHGXUHV IRU UHFRYHU\ RI

DPRXQW GXH� :KHQHYHU DPRXQWV DUH UHFRYHUHG RQ SUHYLRXVO\ ZULWWHQ�RII FUHGLW H[SRVXUHV� VXFK

DPRXQW�UHFRYHUHG�LV�UHFRJQLVHG�DV�LQFRPH�RQ�D�FDVK�EDVLV�RQO\�
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

�YL� ,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV��FRQWLQXHG

�LL��,PSDLUPHQW���3ROLF\�DSSOLFDEOH�EHIRUH���-DQXDU\�����

�D��$VVHWV�FDUULHG�DW�DPRUWLVHG�FRVW

,I WKHUH LV REMHFWLYH HYLGHQFH WKDW DQ LPSDLUPHQW ORVV KDV EHHQ LQFXUUHG� WKH DPRXQW RI WKH ORVV LV

PHDVXUHG DV WKH GLIIHUHQFH EHWZHHQ WKH DVVHWV¶V FDUU\LQJ DPRXQW DQG WKH SUHVHQW YDOXH RI HVWLPDWHG

IXWXUH FDVK IORZV �H[FOXGLQJ IXWXUH H[SHFWHG FUHGLW ORVVHV WKDW KDYH QRW \HW EHHQ LQFXUUHG�� 7KH

FDUU\LQJ DPRXQW RI WKH DVVHW LV UHGXFHG WKURXJK WKH XVH RI DQ DOORZDQFH DFFRXQW DQG WKH DPRXQW RI

WKH ORVV LV UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW� ,QWHUHVW LQFRPH FRQWLQXHV WR EH DFFUXHG RQ WKH

UHGXFHG FDUU\LQJ DPRXQW DQG LV DFFUXHG XVLQJ WKH UDWH RI LQWHUHVW XVHG WR GLVFRXQW WKH IXWXUH FDVK

IORZV IRU WKH SXUSRVH RI PHDVXULQJ WKH LPSDLUPHQW ORVV� 7KH LQWHUHVW LQFRPH LV UHFRUGHG DV SDUW RI

,QWHUHVW�DQG�VLPLODU�LQFRPH��7KH�FDOFXODWLRQ�RI�WKH�SUHVHQW�YDOXH�RI�WKH�HVWLPDWHG�IXWXUH�FDVK�IORZV�RI�D

FROODWHUDOL]HG ILQDQFLDO DVVHW UHIOHFWV WKH FDVK IORZV WKDW PD\ UHVXOW IURP IRUHFORVXUH OHVV FRVWV IRU

REWDLQLQJ DQG VHOOLQJ WKH FROODWHUDO� ZKHWKHU RU QRW IRUHFORVXUH LV SUREDEOH� )RU WKH SXUSRVHV RI D

FROOHFWLYH HYDOXDWLRQ RI LPSDLUPHQW� ILQDQFLDO DVVHWV DUH JURXSHG RQ WKH EDVLV RI VLPLODU FUHGLW ULVN

FKDUDFWHULVWLFV �L�H� RQ WKH EDVLV RI WKH *URXS¶V JUDGLQJ SURFHVV ZKLFK FRQVLGHUV DVVHW W\SH� LQGXVWU\�

JHRJUDSKLF�ORFDWLRQ��FROODWHUDO�W\SH��SDVW�GXH�VWDWXV�DQG�RWKHU�UHOHYDQW�IDFWRUV��

7KHVH FKDUDFWHULVWLFV DUH UHOHYDQW WR WKH HVWLPDWLRQ RI IXWXUH FDVK IORZV IRU JURXSV RI VXFK DVVHWV

EHLQJ LQGLFDWLYH RI WKH GHEWRUV¶ DELOLW\ WR SD\ DOO DPRXQWV GXH DFFRUGLQJ WR WKH FRQWUDFWXDO WHUPV RI WKH

DVVHWV�EHLQJ�HYDOXDWHG�

7R WKH H[WHQW D ORDQ LV LUUHFRYHUDEOH� LW LV ZULWWHQ RII DJDLQVW WKH UHODWHG DOORZDQFH IRU ORDQ LPSDLUPHQW�

6XFK ORDQV DUH ZULWWHQ RII DIWHU DOO WKH QHFHVVDU\ SURFHGXUHV KDYH EHHQ FRPSOHWHG DQG WKH DPRXQW RI

WKH ORVV KDV EHHQ GHWHUPLQHG� 6XEVHTXHQW UHFRYHULHV RI DPRXQWV SUHYLRXVO\ ZULWWHQ RII ZRXOG EH

UHFRJQLVHG�DV�RWKHU�LQFRPH�LQ�WKH�LQFRPH�VWDWHPHQW�

7KH *URXS DVVHVVHV DW HDFK UHSRUWLQJ GDWH ZKHWKHU WKHUH LV REMHFWLYH HYLGHQFH WKDW D ILQDQFLDO DVVHW RU

JURXS RI ILQDQFLDO DVVHWV LV LPSDLUHG� $ ILQDQFLDO DVVHW RU D JURXS RI ILQDQFLDO DVVHWV LV LPSDLUHG DQG

LPSDLUPHQW ORVVHV DUH LQFXUUHG LI� DQG RQO\ LI� WKHUH LV REMHFWLYH HYLGHQFH RI LPSDLUPHQW DV D UHVXOW RI

RQH RU PRUH HYHQWV WKDW RFFXUUHG DIWHU WKH LQLWLDO UHFRJQLWLRQ RI WKH DVVHWV �D µORVV HYHQW¶�� DQG WKDW

ORVV HYHQW �RU HYHQWV� KDV DQ LPSDFW RQ WKH HVWLPDWHG IXWXUH FDVK IORZV RI WKH ILQDQFLDO DVVHW RU JURXS

RI�ILQDQFLDO�DVVHWV�WKDW�FDQ�EH�UHOLDEO\�HVWLPDWHG�

7KH�IROORZLQJ�IDFWRUV�DUH�FRQVLGHUHG�LQ�DVVHVVLQJ�REMHFWLYH�HYLGHQFH�RI�LPSDLUPHQW�

ZKHWKHU WKH FXVWRPHU LV PRUH WKDQ �� GD\V SDVW GXH� WKH *URXS FRQVHQWV WR D UHVWUXFWXULQJ RI WKH

REOLJDWLRQ� UHVXOWLQJ LQ D GLPLQLVKHG ILQDQFLDO REOLJDWLRQ� GHPRQVWUDWHG PDWHULDO IRUJLYHQHVV RI GHEW RU

SRVWSRQHPHQW�RI�VFKHGXOHG�SD\PHQWV�

RU WKHUH LV DQ REVHUYDEOH GDWD LQGLFDWLQJ WKDW WKHUH LV D PHDVXUDEOH GHFUHDVH LQ WKH HVWLPDWHG IXWXUH

FDVK IORZV RI D JURXS RI ILQDQFLDO DVVHWV� DOWKRXJK WKH GHFUHDVH FDQQRW \HW EH LGHQWLILHG ZLWK VSHFLILF

LQGLYLGXDO ILQDQFLDO DVVHWV� 7KH *URXS ILUVW DVVHVVHV ZKHWKHU REMHFWLYH HYLGHQFH RI LPSDLUPHQW H[LVWV

LQGLYLGXDOO\ IRU ILQDQFLDO DVVHWV WKDW DUH LQGLYLGXDOO\ VLJQLILFDQW� DQG LQGLYLGXDOO\ RU FROOHFWLYHO\ IRU

ILQDQFLDO�DVVHWV�WKDW�DUH�QRW�LQGLYLGXDOO\�VLJQLILFDQW�

,I WKH *URXS GHWHUPLQHV WKDW QR REMHFWLYH HYLGHQFH RI LPSDLUPHQW H[LVWV IRU DQ LQGLYLGXDOO\ DVVHVVHG

ILQDQFLDO DVVHW� ZKHWKHU VLJQLILFDQW RU QRW� LW LQFOXGHV WKH DVVHW LQ D JURXS RI ILQDQFLDO DVVHWV ZLWK

VLPLODU FUHGLW ULVN FKDUDFWHULVWLFV DQG FROOHFWLYHO\ DVVHVVHV WKHP IRU LPSDLUPHQW� $VVHWV WKDW DUH

LQGLYLGXDOO\ DVVHVVHG IRU LPSDLUPHQW DQG IRU ZKLFK DQ LPSDLUPHQW ORVV LV RU FRQWLQXHV WR EH UHFRJQLVHG�

DUH�QRW�LQFOXGHG�LQ�D�FROOHFWLYH�DVVHVVPHQW�RI�LPSDLUPHQW�
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

�YL� ,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV��FRQWLQXHG

�E��$VVHWV�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH

�F��5HQHJRWLDWHG�ORDQV

�G��&ROODWHUDO�YDOXDWLRQ

�H��&ROODWHUDO�UHSRVVHVVHG

,I� LQ D VXEVHTXHQW SHULRG� WKH DPRXQW RI WKH LPSDLUPHQW ORVV GHFUHDVHV DQG WKH GHFUHDVH FDQ EH

UHODWHG REMHFWLYHO\ WR DQ HYHQW RFFXUULQJ DIWHU WKH LPSDLUPHQW ZDV UHFRJQLVHG �VXFK DV DQ

LPSURYHPHQW LQ WKH GHEWRU¶V FUHGLW UDWLQJ�� WKH SUHYLRXVO\ UHFRJQLVHG LPSDLUPHQW ORVV LV UHYHUVHG E\

DGMXVWLQJ�WKH�DOORZDQFH�DFFRXQW��7KH�DPRXQW�RI�WKH�UHYHUVDO�LV�UHFRJQLVHG�LQ�SURILW�RU�ORVV�

$YDLODEOH�IRU�VDOH ILQDQFLDO DVVHWV DUH LPSDLUHG LI WKHUH LV REMHFWLYH HYLGHQFH RI LPSDLUPHQW� UHVXOWLQJ

IURP RQH RU PRUH ORVV HYHQWV WKDW RFFXUUHG DIWHU LQLWLDO UHFRJQLWLRQ EXW EHIRUH WKH UHSRUWLQJ GDWH� WKDW

KDYH DQ LPSDFW RQ WKH IXWXUH FDVK IORZV RI WKH DVVHW� ,Q DGGLWLRQ� DQ DYDLODEOH IRU� VDOH HTXLW\

LQVWUXPHQW LV JHQHUDOO\ FRQVLGHUHG LPSDLUHG LI D VLJQLILFDQW RU SURORQJHG GHFOLQH LQ WKH IDLU YDOXH RI WKH

LQVWUXPHQW�EHORZ�LWV�FRVW�KDV�RFFXUUHG�

:KHUH DQ DYDLODEOH�IRU�VDOH DVVHW� ZKLFK KDV EHHQ UH�PHDVXUHG WR IDLU YDOXH GLUHFWO\ WKURXJK HTXLW\� LV

LPSDLUHG� WKH LPSDLUPHQW ORVV LV UHFRJQLVHG LQ SURILW RU ORVV� ,I DQ\ ORVV RQ WKH ILQDQFLDO DVVHW ZDV

SUHYLRXVO\ UHFRJQLVHG GLUHFWO\ LQ HTXLW\ DV D UHGXFWLRQ LQ IDLU YDOXH� WKH FXPXODWLYH QHW ORVV WKDW KDG

EHHQ UHFRJQLVHG LQ HTXLW\ LV WUDQVIHUUHG WR SURILW RU ORVV DQG LV UHFRJQLVHG DV SDUW RI WKH LPSDLUPHQW

ORVV� 7KH DPRXQW RI WKH ORVV UHFRJQLVHG LQ SURILW RU ORVV LV WKH GLIIHUHQFH EHWZHHQ WKH DFTXLVLWLRQ FRVW

DQG�WKH�FXUUHQW�IDLU�YDOXH��OHVV�DQ\�SUHYLRXVO\�UHFRJQLVHG�LPSDLUPHQW�ORVV�

,I� LQ D VXEVHTXHQW SHULRG� WKH DPRXQW UHODWLQJ WR DQ LPSDLUPHQW ORVV GHFUHDVHV DQG WKH GHFUHDVH FDQ

EH OLQNHG REMHFWLYHO\ WR DQ HYHQW RFFXUULQJ DIWHU WKH LPSDLUPHQW ORVV ZDV UHFRJQL]HG LQ WKH LQFRPH

VWDWHPHQW� ZKHUH WKH LQVWUXPHQW LV D GHEW LQVWUXPHQW� WKH LPSDLUPHQW ORVV LV UHYHUVHG WKURXJK SURILW

RU ORVV� $Q LPSDLUPHQW ORVV LQ UHVSHFW RI DQ HTXLW\ LQVWUXPHQW FODVVLILHG DV DYDLODEOH IRU VDOH LV QRW

UHYHUVHG�WKURXJK�SURILW�RU�ORVV�EXW�DFFRXQWHG�IRU�GLUHFWO\�LQ�HTXLW\�

)HGHUDO JRYHUQPHQW VHFXULWLHV� FRUSRUDWH DQG (XUR ERQGV DUH FODVVLILHG DV $YDLODEOH IRU VDOH GHEW

LQVWUXPHQWV��ZKLOH�LQYHVWPHQW�LQ�HTXLW\�DUH�DOVR�FODVVLILHG�XQGHU�WKLV�FDWHJRU\�

7KH *URXS VHHNV WR XVH FROODWHUDO� ZKHUH SRVVLEOH� WR PLWLJDWH LWV ULVNV RQ ILQDQFLDO DVVHWV� 7KH

FROODWHUDO FRPHV LQ YDULRXV IRUPV VXFK DV FDVK� VHFXULWLHV� OHWWHUV RI FUHGLW�JXDUDQWHHV� UHDO HVWDWH�

UHFHLYDEOHV� LQYHQWRULHV� DQG RWKHU QRQ�ILQDQFLDO DVVHWV VXFK DV QHWWLQJ DJUHHPHQWV� 7KH IDLU YDOXH RI

FROODWHUDO LV JHQHUDOO\ DVVHVVHG� DW D PLQLPXP� DW LQFHSWLRQ DQG WKHQ UHYDOXHG RQ SHULRGLF EDVLV DV

GHHPHG QHFHVVDU\� KRZHYHU� VRPH FROODWHUDO� IRU H[DPSOH� FDVK RU VHFXULWLHV UHODWLQJ WR PDUJLQ

UHTXLUHPHQWV��DUH�YDOXHG�GDLO\�

7R WKH H[WHQW SRVVLEOH� WKH *URXS XVHV DFWLYH PDUNHW GDWD IRU YDOXLQJ ILQDQFLDO DVVHWV� KHOG DV

FROODWHUDO� 2WKHU ILQDQFLDO DVVHWV ZKLFK GR QRW KDYH D UHDGLO\ GHWHUPLQDEOH PDUNHW YDOXH DUH YDOXHG

XVLQJ PRGHOV� 1RQ�ILQDQFLDO FROODWHUDO� VXFK DV UHDO HVWDWH� LV YDOXHG EDVHG RQ GDWD SURYLGHG E\ WKLUG

SDUWLHV VXFK DV PRUWJDJH EURNHUV� KRXVLQJ SULFH LQGLFHV� DXGLWHG ILQDQFLDO VWDWHPHQWV� DQG RWKHU

LQGHSHQGHQW�VRXUFHV�

:KHUH SRVVLEOH� WKH *URXS VHHNV WR UHVWUXFWXUH ORDQV UDWKHU WKDQ WR WDNH SRVVHVVLRQ RI FROODWHUDO� 7KLV

PD\ LQYROYH H[WHQGLQJ WKH SD\PHQW DUUDQJHPHQWV DQG WKH DJUHHPHQW RI QHZ ORDQ FRQGLWLRQV� 2QFH WKH

WHUPV KDYH EHHQ UHQHJRWLDWHG� DQ\ LPSDLUPHQW LV PHDVXUHG XVLQJ WKH RULJLQDO HIIHFWLYH LQWHUHVW UDWH

�(,5� DV FDOFXODWHG EHIRUH WKH PRGLILFDWLRQ RI WHUPV DQG WKH ORDQ LV QR ORQJHU FRQVLGHUHG SDVW GXH�

0DQDJHPHQW FRQWLQXDOO\ UHYLHZV UHQHJRWLDWHG ORDQV WR HQVXUH WKDW DOO FULWHULD DUH PHW DQG WKDW IXWXUH

SD\PHQWV DUH OLNHO\ WR RFFXU� 7KH ORDQV FRQWLQXH WR EH VXEMHFW WR LQGLYLGXDO RU FROOHFWLYH LPSDLUPHQW

DVVHVVPHQW��FDOFXODWHG�XVLQJ�WKH�ORDQ¶V�RULJLQDO�(,5�

5HSRVVHVVHG FROODWHUDO DUH ODQG DQG EXLOGLQJV UHSRVVHVVHG IURP D FXVWRPHU DQG XVHG WR VHWWOH WKH

FXVWRPHU
V RXWVWDQGLQJ REOLJDWLRQ� :KHQ FROODWHUDOV DUH UHSRVVHVVHG LQ VDWLVIDFWLRQ RI D ORDQ� WKH

UHFHLYDEOH LV ZULWWHQ GRZQ DJDLQVW WKH DOORZDQFH IRU ORVVHV� 5HSRVVHVVHG FROODWHUDOV DUH LQFOXGHG LQ WKH

ILQDQFLDO VWDWHPHQW EDVHG RQ KRZ WKH %DQN LQWHQGV WR UHDOL]H EHQHILW IURP VXFK FROODWHUDO VXFK DV 1RQ

FXUUHQW�DVVHWV�KHOG�IRU�VDOH�DQG�FDUULHG�DW�WKH�ORZHU�RI�FRVW�RU�HVWLPDWHG�IDLU�YDOXH�OHVV�FRVWV�WR�VHOO�

ϱϯ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176

��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

�YLL� (PEHGGHG�GHULYDWLYHV

3ROLF\�DSSOLFDEOH�DIWHU���-DQXDU\�����

�YLLL�

�L[�

�[�

$Q HPEHGGHG GHULYDWLYH LV D FRPSRQHQW RI D K\EULG FRQWUDFW WKDW DOVR LQFOXGHV D QRQ�GHULYDWLYH

KRVW²ZLWK WKH HIIHFW WKDW VRPH RI WKH FDVK IORZV RI WKH FRPELQHG LQVWUXPHQW YDU\ LQ D ZD\ VLPLODU WR D

VWDQG�DORQH GHULYDWLYH� $Q HPEHGGHG GHULYDWLYH FDXVHV VRPH RU DOO RI WKH FDVK IORZV WKDW RWKHUZLVH

ZRXOG EH UHTXLUHG E\ WKH FRQWUDFW WR EH PRGLILHG DFFRUGLQJ WR D VSHFLILHG LQWHUHVW UDWH� ILQDQFLDO

LQVWUXPHQW SULFH� FRPPRGLW\ SULFH� IRUHLJQ H[FKDQJH UDWH� LQGH[ RI SULFHV RU UDWHV� FUHGLW UDWLQJ RU

FUHGLW LQGH[� RU RWKHU YDULDEOH� SURYLGHG LQ WKH FDVH RI D QRQ�ILQDQFLDO YDULDEOH WKDW WKH YDULDEOH LV QRW

VSHFLILF WR D SDUW\ WR WKH FRQWUDFW� $ GHULYDWLYH WKDW LV DWWDFKHG WR D ILQDQFLDO LQVWUXPHQW EXW LV

FRQWUDFWXDOO\ WUDQVIHUDEOH LQGHSHQGHQWO\ RI WKDW LQVWUXPHQW� RU KDV D GLIIHUHQW FRXQWHUSDUW\� LV QRW DQ

HPEHGGHG GHULYDWLYH� EXW D VHSDUDWH ILQDQFLDO LQVWUXPHQW� :KHUH D K\EULG FRQWDLQV D KRVW WKDW LV D

ILQDQFLDO DVVHW LQ WKH VFRSH RI ,)56 �� WKH HQWLUH K\EULG FRQWUDFW� LQFOXGLQJ WKH HPEHGGHG IHDWXUHV� LV

DVVHVVHG IRU FODVVLILFDWLRQ XQGHU ,)56 �� 7KH HPEHGGHG GHULYDWLYH LQ VXFK KRVW FRQWUDFWV WKDW DUH

ILQDQFLDO�DVVHWV�DUH�QRW�VHSDUDWHG�IRU�DFFRXQWLQJ�SXUSRVHV�

2IIVHWWLQJ�ILQDQFLDO�LQVWUXPHQWV���SROLF\�DSSOLFDEOH�IRU�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV

)LQDQFLDO DVVHWV DQG OLDELOLWLHV DUH VHW RII DQG WKH QHW DPRXQW SUHVHQWHG LQ WKH VWDWHPHQW RI ILQDQFLDO

SRVLWLRQ ZKHQ� DQG RQO\ ZKHQ� WKH *URXS KDV D OHJDO ULJKW WR VHW RII WKH DPRXQWV DQG LQWHQGV HLWKHU WR

VHWWOH�RQ�D�QHW�EDVLV�RU�WR�UHDOLVH�WKH�DVVHW�DQG�VHWWOH�WKH�OLDELOLW\�VLPXOWDQHRXVO\�

'HULYDWLYH�ILQDQFLDO�LQVWUXPHQWV��SROLF\�DSSOLFDEOH�IRU�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV

'H�UHFRJQLWLRQ�RI�ILQDQFLDO�LQVWUXPHQWV���SROLF\�DSSOLFDEOH�IRU�FXUUHQW�DQG�FRPSDUDWLYH�SHULRGV

7KH *URXS GHUHFRJQLVHV D ILQDQFLDO DVVHW RQO\ ZKHQ WKH FRQWUDFWXDO ULJKWV WR WKH FDVK IORZV IURP WKH

DVVHW H[SLUH RU LW WUDQVIHUV WKH ILQDQFLDO DVVHW DQG VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGV RI RZQHUVKLS

RI WKH DVVHW WR DQRWKHU HQWLW\� ,I WKH *URXS QHLWKHU WUDQVIHUV QRU UHWDLQV VXEVWDQWLDOO\ DOO WKH ULVNV DQG

UHZDUGV RI RZQHUVKLS DQG FRQWLQXHV WR FRQWURO WKH WUDQVIHUUHG DVVHW� WKH *URXS UHFRJQLVHV LWV UHWDLQHG

LQWHUHVW LQ WKH DVVHW DQG DQ DVVRFLDWHG OLDELOLW\ IRU DPRXQWV LW PD\ KDYH WR SD\� ,I WKH *URXS UHWDLQV

VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGV RI RZQHUVKLS RI D WUDQVIHUUHG ILQDQFLDO DVVHW� WKH *URXS

FRQWLQXHV WR UHFRJQLVH WKH ILQDQFLDO DVVHW DQG DOVR UHFRJQLVHV D FROODWHUDOLVHG ERUURZLQJ IRU WKH

SURFHHGV�UHFHLYHG�

)LQDQFLDO DVVHWV WKDW DUH WUDQVIHUUHG WR D WKLUG SDUW\ EXW GR QRW TXDOLI\ IRU GHUHFRJQLWLRQ DUH SUHVHQWHG

LQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ DV µ$VVHWV SOHGJHG DV FROODWHUDO¶� LI WKH WUDQVIHUHH KDV WKH ULJKW WR

VHOO�RU�UHSOHGJH�WKHP�
7KH *URXS GHUHFRJQLVHV D ILQDQFLDO OLDELOLW\ ZKHQ LWV FRQWUDFWXDO REOLJDWLRQV DUH GLVFKDUJHG RU

FDQFHOOHG�RU�H[SLUH�

,QFRPH DQG H[SHQVHV DUH SUHVHQWHG RQ D QHW EDVLV RQO\ ZKHQ SHUPLWWHG XQGHU ,)56V� RU IRU JDLQV DQG

ORVVHV�DULVLQJ�IURP�D�JURXS�RI�VLPLODU�WUDQVDFWLRQV�VXFK�DV�LQ�WKH�*URXS¶V�WUDGLQJ�DFWLYLW\�

'HULYDWLYHV DUH FODVVLILHG DV DVVHWV ZKHQ WKHLU IDLU YDOXH LV SRVLWLYH RU DV OLDELOLWLHV ZKHQ WKHLU IDLU YDOXH

LV QHJDWLYH� 'HULYDWLYH DVVHWV DQG OLDELOLWLHV DULVLQJ IURP GLIIHUHQW WUDQVDFWLRQV DUH RQO\ RIIVHW ZKHUH

WKHUH LV D OHJDO ULJKW RI RIIVHW RI WKH UHFRJQLVHG DPRXQWV DQG WKH SDUWLHV LQWHQG WR VHWWOH WKH FDVK IORZV

RQ�D�QHW�EDVLV��RU�UHDOLVH�WKH�DVVHW�DQG�VHWWOH�WKH�OLDELOLW\�VLPXOWDQHRXVO\�
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�[L�

�����

)LQDQFLDO�JXDUDQWHHV�DQG�ORDQ�FRPPLWPHQWV

�L��3ROLF\�DSSOLFDEOH�EHIRUH���-DQXDU\�����

)LQDQFLDO JXDUDQWHHV DUH FRQWUDFWV WKDW UHTXLUH WKH *URXS WR PDNH VSHFLILHG SD\PHQWV WR UHLPEXUVH

WKH KROGHU IRU D ORVV LW LQFXUV EHFDXVH D VSHFLILHG GHEWRU IDLOV WR PDNH SD\PHQW ZKHQ GXH LQ DFFRUGDQFH

ZLWK�WKH�WHUPV�RI�D�GHEW�LQVWUXPHQW�

)LQDQFLDO JXDUDQWHH OLDELOLWLHV DUH LQLWLDOO\ UHFRJQLVHG DW WKHLU IDLU YDOXH� ZKLFK LV WKH DPRXQW UHFHLYHG�

DQG WKHQ DPRUWLVHG RYHU WKH OLIH RI WKH ILQDQFLDO JXDUDQWHH� 6XEVHTXHQW WR LQLWLDO UHFRJQLWLRQ� WKH

ILQDQFLDO JXDUDQWHH OLDELOLW\ LV PHDVXUHG DW WKH KLJKHU RI WKH SUHVHQW YDOXH RI DQ\ H[SHFWHG SD\PHQW�

ZKHQ D SD\PHQW XQGHU WKH JXDUDQWHH KDV EHFRPH SUREDEOH� DQG DPRXQW LQLWLDOO\ UHFRJQLVHG OHVV ZKHQ

DSSURSULDWH� FXPXODWLYH DPRUWLVDWLRQ UHFRJQLVHG LQ DFFRUGDQFH ZLWK ,$6 ��� &U\VWDOOLVHG ILQDQFLDO

JXDUDQWHHV�DUH�LQFOXGHG�ZLWKLQ�RWKHU�OLDELOLWLHV�

�LL��3ROLF\�DSSOLFDEOH�DIWHU���-DQXDU\�����

7KH�GDWH�WKDW�WKH�HQWLW\�EHFRPHV�D�SDUW\�WR�WKH�LUUHYRFDEOH�FRPPLWPHQW�LV�FRQVLGHUHG�WR�EH�WKH�GDWH�RI

LQLWLDO UHFRJQLWLRQ IRU WKH SXUSRVHV RI DSSO\LQJ WKH LPSDLUPHQW UHTXLUHPHQWV� )LQDQFLDO JXDUDQWHHV

LVVXHG DUH LQLWLDOO\ PHDVXUHG DW IDLU YDOXH DQG WKH IDLU YDOXH LV DPRUWLVHG RYHU WKH OLIH RI WKH JXDUDQWHH�

6XEVHTXHQWO\� WKH ILQDQFLDO JXDUDQWHHV DUH PHDVXUHG DW WKH KLJKHU RI WKLV DPRUWLVHG DPRXQW DQG WKH

DPRXQW RI H[SHFWHG ORVV DOORZDQFH �6HH 1RWH ���F� �� 7KH *URXS DOVR UHFRJQLVHV ORVV DOORZDQFH IRU LWV

ORDQ FRPPLWPHQWV �6HH 1RWH ���F� �� 7KH H[SHFWHG ORVV DOORZDQFH IRU WKH /RDQ FRPPLWPHQW LV

FDOFXODWHG DV WKH SUHVHQW YDOXH RI WKH GLIIHUHQFH EHWZHHQ WKH FRQWUDFWXDO FDVK IORZV WKDW DUH GXH WR

WKH�*URXS�LI�WKH�FRPPLWPHQW�LV�GUDZQ�GRZQ�DQG�WKH�FDVK�IORZV�WKDW�WKH�*URXS�H[SHFWV�WR�UHFHLYH�

7KH FDOFXODWLRQ RI WKH HIIHFWLYH LQWHUHVW UDWH LQFOXGHV WUDQVDFWLRQ FRVWV DQG IHHV SDLG RU UHFHLYHG WKDW

DUH DQ LQWHJUDO SDUW RI WKH HIIHFWLYH LQWHUHVW UDWH� 7UDQVDFWLRQ FRVWV LQFOXGH LQFUHPHQWDO FRVWV WKDW DUH

GLUHFWO\�DWWULEXWDEOH�WR�WKH�DFTXLVLWLRQ�RU�LVVXH�RI�D�ILQDQFLDO�DVVHW�RU�ILQDQFLDO�OLDELOLW\�

,QWHUHVW LQFRPH DQG H[SHQVHV DUH UHFRJQLVHG LQ SURILW RU ORVV XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG� 7KH

HIIHFWLYH LQWHUHVW UDWH LV WKH UDWH WKDW H[DFWO\ GLVFRXQWV HVWLPDWHG IXWXUH FDVK SD\PHQWV RU UHFHLSWV

WKURXJK�WKH�H[SHFWHG�OLIH�RI�WKH�ILQDQFLDO�LQVWUXPHQW�WR�

��7KH�JURVV�FDUU\LQJ�DPRXQW�RI�WKH�ILQDQFLDO�DVVHW��RU

��7KH�DPRUWLVHG�FRVW�RI�WKH�ILQDQFLDO�OLDELOLW\�

:KHQ FDOFXODWLQJ WKH HIIHFWLYH LQWHUHVW UDWH IRU ILQDQFLDO LQVWUXPHQWV RWKHU WKDQ FUHGLW�LPSDLUHG DVVHWV�

WKH *URXS HVWLPDWHV IXWXUH FDVK IORZV FRQVLGHULQJ DOO FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO LQVWUXPHQW� EXW

QRW H[SHFWHG FUHGLW ORVVHV� )RU FUHGLW�LPSDLUHG ILQDQFLDO DVVHWV� D FUHGLW�DGMXVWHG HIIHFWLYH LQWHUHVW UDWH

LV�FDOFXODWHG�XVLQJ�HVWLPDWHG�IXWXUH�FDVK�IORZV�LQFOXGLQJ�H[SHFWHG�FUHGLW�ORVVHV�

D��$PRUWLVHG�FRVW�DQG�JURVV�FDUU\LQJ�DPRXQW

7KH DPRUWLVHG FRVW RI D ILQDQFLDO DVVHW RU ILQDQFLDO OLDELOLW\ LV WKH DPRXQW DW ZKLFK WKH ILQDQFLDO DVVHW RU

ILQDQFLDO OLDELOLW\ LV PHDVXUHG RQ LQLWLDO UHFRJQLWLRQ PLQXV WKH SULQFLSDO UHSD\PHQWV� SOXV RU PLQXV WKH

FXPXODWLYH DPRUWLVDWLRQ XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG RI DQ\ GLIIHUHQFH EHWZHHQ WKH LQLWLDO

DPRXQW DQG WKH PDWXULW\ DPRXQW DQG� IRU ILQDQFLDO DVVHWV� DGMXVWHG IRU DQ\ H[SHFWHG FUHGLW ORVV

DOORZDQFH��RU�LPSDLUPHQW�DOORZDQFH�EHIRUH���-DQXDU\�������

7KH JURVV FDUU\LQJ DPRXQW RI D ILQDQFLDO DVVHW LV WKH DPRUWLVHG FRVW RI D ILQDQFLDO DVVHW EHIRUH

DGMXVWLQJ�IRU�DQ\�H[SHFWHG�FUHGLW�ORVV�DOORZDQFH�

7KH�*URXS�KDV�LVVXHG�QR�ORDQ�FRPPLWPHQW�WKDW�LV�PHDVXUHG�DW�)973/�

5HYHQXH�UHFRJQLWLRQ

,QWHUHVW�LQFRPH�DQG�H[SHQVH

�L��3ROLF\�DSSOLFDEOH�IURP���-DQXDU\�����
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,QWHUHVW�LQFRPH�DQG�H[SHQVH�SUHVHQWHG�LQ�WKH�SURILW�RU�ORVV�LQFOXGHV�

� LQWHUHVW RQ ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV PHDVXUHG DW DPRUWLVHG FRVW FDOFXODWHG RQ DQ

HIIHFWLYH�LQWHUHVW�EDVLV�

��LQWHUHVW�RQ�GHEW�LQVWUXPHQWV�PHDVXUHG�DW�)92&,�FDOFXODWHG�RQ�DQ�HIIHFWLYH�LQWHUHVW�EDVLV�

1HW WUDGLQJ LQFRPH FRPSULVHV JDLQV OHVV ORVVHV UHODWHG WR WUDGLQJ DVVHWV DQG OLDELOLWLHV� DQG LQFOXGHV DOO

UHDOLVHG DQG XQUHDOLVHG IDLU YDOXH FKDQJHV� LQWHUHVW LQFRPH RQ ILQDQFLDO DVVHWV DW IDLU YDOXH WKURXJK

SURILW�RU�ORVV��GLYLGHQGV�DQG�IRUHLJQ�H[FKDQJH�GLIIHUHQFHV�

E��&DOFXODWLRQ�RI�LQWHUHVW�LQFRPH�DQG�H[SHQVHV

,Q FDOFXODWLQJ LQWHUHVW LQFRPH DQG H[SHQVH� WKH HIIHFWLYH LQWHUHVW UDWH LV DSSOLHG WR WKH JURVV FDUU\LQJ

DPRXQW�RI�WKH�DVVHW��ZKHQ�WKH�DVVHW�LV�QRW�FUHGLW�LPSDLUHG��RU�WR�WKH�DPRUWLVHG�FRVW�RI�WKH�OLDELOLW\�

+RZHYHU� IRU ILQDQFLDO DVVHWV WKDW KDYH EHFRPH FUHGLW�LPSDLUHG VXEVHTXHQW WR LQLWLDO UHFRJQLWLRQ�

LQWHUHVW LQFRPH LV FDOFXODWHG E\ DSSO\LQJ WKH HIIHFWLYH LQWHUHVW UDWH WR WKH DPRUWLVHG FRVW RI WKH

ILQDQFLDO DVVHW� ,I WKH DVVHW LV QR ORQJHU FUHGLW�LPSDLUHG� WKHQ WKH FDOFXODWLRQ RI LQWHUHVW LQFRPH UHYHUWV

WR�WKH�JURVV�EDVLV�
)RU ILQDQFLDO DVVHWV WKDW DUH FUHGLW�LPSDLUHG RQ LQLWLDO UHFRJQLWLRQ� LQWHUHVW LQFRPH LV FDOFXODWHG E\

DSSO\LQJ WKH FUHGLW�DGMXVWHG HIIHFWLYH LQWHUHVW UDWH WR WKH DPRUWLVHG FRVW RI WKH DVVHW� 7KH FDOFXODWLRQ

RI�LQWHUHVW�LQFRPH�GRHV�QRW�UHYHUW�WR�D�JURVV�EDVLV��HYHQ�LI�WKH�FUHGLW�ULVN�RI�WKH�DVVHW�LPSURYHV�

F��3UHVHQWDWLRQ

5HYHQXH�UHFRJQLWLRQ��FRQWLQXHG

,QWHUHVW LQFRPH DQG H[SHQVH RQ DOO WUDGLQJ DVVHWV DQG OLDELOLWLHV DUH FRQVLGHUHG WR EH LQFLGHQWDO WR WKH

*URXS¶V WUDGLQJ RSHUDWLRQV DQG DUH SUHVHQWHG WRJHWKHU ZLWK DOO RWKHU FKDQJHV LQ WKH IDLU YDOXH RI

WUDGLQJ DVVHWV DQG OLDELOLWLHV LQ 1HW WUDGLQJ LQFRPH RQ ILQDQFLDO LQVWUXPHQWV FODVVLILHG DV KHOG IRU

WUDGLQJ�

,QWHUHVW LQFRPH DQG H[SHQVH RQ RWKHU ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV DW )973/ DUH SUHVHQWHG

LQ�LQWHUHVW�LQFRPH�RU�LQWHUHVW�H[SHQVH�

G��1RQ�LQWHUHVW�LQFRPH�DQG�QRQ��LQWHUHVW�H[SHQVH

6KDULD�FRPSOLDQW�LQFRPH

,QFOXGHG LQ LQWHUHVW LQFRPH DQG H[SHQVH DUH VKDULD FRPSOLDQW LQFRPH DQG H[SHQVH� 7KH *URXS
V LQFRPH

DV D IXQG PDQDJHU �PXGKDULE� FRQVLVWV RI LQFRPH DQG H[SHQVH IURP 0XGDUDED DQG +DMM WUDQVDFWLRQV�

LQFRPH�IURP�SURILW�VKDULQJ�RI�6XNXN�DQG�0XGDUDED�ILQDQFLQJ�DQG�RWKHU�RSHUDWLQJ�LQFRPH�

0XGDUDED LQFRPH E\ GHIHUUHG SD\PHQW RU E\ LQVWDOOPHQW LV UHFRJQLVHG GXULQJ WKH SHULRG RI WKH

FRQWUDFW�EDVHG�RQ�HIIHFWLYH�PHWKRG��DQQXLW\��
3URILW VKDULQJ LQFRPH IURP 0XGDUDED LV UHFRJQLVHG LQ WKH SHULRG ZKHQ WKH ULJKWV DULVH LQ DFFRUGDQFH

ZLWK�DJUHHG�VKDULQJ�UDWLR��DQG�WKH�UHFRJQLWLRQ�EDVHG�RQ�SURMHFWLRQ�RI�LQFRPH�LV�QRW�DOORZHG�

H��)HHV�DQG�FRPPLVVLRQ�LQFRPH�DQG�H[SHQVH

)HHV�DQG�&RPPLVVLRQ�WKDW�DUH�LQWHJUDO�WR�WKH�HIIHFWLYH�LQWHUHVW�UDWH�RQ�D�ILQDQFLDO�DVVHW�DUH�LQFOXGHG

LQ�WKH�PHDVXUHPHQW�RI�WKH�HIIHFWLYH�LQWHUHVW�UDWH��)HHV��VXFK�DV�SURFHVVLQJ�DQG�PDQDJHPHQW�IHHV

FKDUJHG�IRU�DVVHVVLQJ�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�ERUURZHU��HYDOXDWLQJ�DQG�UHYLHZLQJ�JXDUDQWHH�

FROODWHUDO�DQG�RWKHU�VHFXULW\��QHJRWLDWLRQ�RI�LQVWUXPHQWV¶�WHUPV��SUHSDULQJ�DQG�SURFHVVLQJ

GRFXPHQWDWLRQ�DQG�ILQDOLVLQJ�WKH�WUDQVDFWLRQ�DUH�DQ�LQWHJUDO�SDUW�RI�WKH�HIIHFWLYH�LQWHUHVW�UDWH�RQ�D

ILQDQFLDO�DVVHW�RU�OLDELOLW\�DQG�DUH�LQFOXGHG�LQ�WKH�PHDVXUHPHQW�RI�WKH�HIIHFWLYH�LQWHUHVW�UDWH�RI

ILQDQFLDO�DVVHWV�RU�OLDELOLWLHV�

2WKHU�IHHV�DQG�FRPPLVVLRQV�ZKLFK�UHODWHV�PDLQO\�WR�WUDQVDFWLRQ�DQG�VHUYLFH�IHHV��LQFOXGLQJ�ORDQ

DFFRXQW�VWUXFWXULQJ�DQG�VHUYLFH�IHHV�DUH�UHFRJQLVHG�DV�WKH�UHODWHG�VHUYLFHV�DUH�SHUIRUPHG�

I��1HW�WUDGLQJ�LQFRPH
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D��,QWHUHVW�LQFRPH�DQG�LQWHUHVW�H[SHQVH

,QWHUHVW�LQFRPH�DQG�H[SHQVH�SUHVHQWHG�LQ�WKH�SURILW�RU�ORVV�LQFOXGH�

ͻ

ͻ

1RQ�LQWHUHVW�LQFRPH�DQG�QRQ��LQWHUHVW�H[SHQVH

E��)HHV�DQG�FRPPLVVLRQ

'LYLGHQG LQFRPH LV UHFRJQLVHG ZKHQ WKH ULJKW WR UHFHLYH LQFRPH LV HVWDEOLVKHG� 'LYLGHQGV RQ WUDGLQJ

HTXLWLHV DUH UHIOHFWHG DV D FRPSRQHQW RI QHW WUDGLQJ LQFRPH� 'LYLGHQG LQFRPH RQ HTXLW\ LQVWUXPHQWV

FODVVLILHG DQG PHDVXUHG DW IDLU YDOXH WKURXJK 2&, �)92&,� DUH UHFRJQLVHG DV D FRPSRQHQW RI RWKHU

RSHUDWLQJ�LQFRPH�

LQWHUHVW LQFRPH DQG H[SHQVH RQ ILQDQFLDO DVVHWV DQG OLDELOLWLHV PHDVXUHG DW DPRUWLVHG FRVW

FDOFXODWHG�RQ�DQ�HIIHFWLYH�LQWHUHVW�UDWH�EDVLV�

LQWHUHVW LQFRPH DQG H[SHQVH RQ DYDLODEOH�IRU�VDOH LQYHVWPHQW VHFXULWLHV FDOFXODWHG RQ DQ

HIIHFWLYH�LQWHUHVW�EDVLV�

0XGDUDED LQFRPH E\ GHIHUUHG SD\PHQW RU E\ LQVWDOOPHQW LV UHFRJQLVHG GXULQJ WKH SHULRG RI WKH

FRQWUDFW�EDVHG�RQ�HIIHFWLYH�PHWKRG��DQQXLW\��

3URILW VKDULQJ IURP 0XGDUDED LV UHFRJQLVHG LQ WKH SHULRG ZKHQ WKH ULJKWV DULVH LQ DFFRUGDQFH ZLWK

DJUHHG�VKDULQJ�UDWLR��DQG�WKH�UHFRJQLWLRQ�EDVHG�RQ�SURMHFWLRQ�RI�LQFRPH�LV�QRW�DOORZHG�

)HHV DQG FRPPLVVLRQ LQFRPH DQG H[SHQVH WKDW DUH LQWHJUDO WR WKH HIIHFWLYH LQWHUHVW UDWH RQ D ILQDQFLDO

DVVHW�RU�OLDELOLW\�DUH�LQFOXGHG�LQ�WKH�PHDVXUHPHQW�RI�WKH�HIIHFWLYH�LQWHUHVW�UDWH�

2WKHU IHHV DQG FRPPLVVLRQ LQFRPH� LQFOXGLQJ DFFRXQW VHUYLFLQJ IHHV� LQYHVWPHQW PDQDJHPHQW DQG

RWKHU ILGXFLDU\ DFWLYLW\ IHHV� VDOHV FRPPLVVLRQ� SODFHPHQW IHHV DQG V\QGLFDWLRQ IHHV� DUH UHFRJQLVHG DV

WKH UHODWHG VHUYLFHV DUH SHUIRUPHG� :KHQ D ORDQ FRPPLWPHQW LV QRW H[SHFWHG WR UHVXOW LQ WKH GUDZ�

GRZQ RI D ORDQ� ORDQ FRPPLWPHQW IHHV DUH UHFRJQLVHG RQ D VWUDLJKW�OLQH EDVLV RYHU WKH FRPPLWPHQW

SHULRG�
2WKHU IHHV DQG FRPPLVVLRQ H[SHQVH UHODWHV PDLQO\ WR WUDQVDFWLRQ DQG VHUYLFH IHHV� ZKLFK DUH H[SHQVHG

DV�WKH�VHUYLFHV�DUH�UHFHLYHG�

)RU DOO ILQDQFLDO LQVWUXPHQWV PHDVXUHG DW DPRUWLVHG FRVW� LQWHUHVW EHDULQJ ILQDQFLDO DVVHWV FODVVLILHG DV

DYDLODEOH�IRU�VDOH �LQWHUHVW LQFRPH DQG H[SHQVH DUH UHFRJQLVHG LQ SURILW RU ORVV XVLQJ WKH HIIHFWLYH

LQWHUHVW PHWKRG� 7KH HIIHFWLYH LQWHUHVW UDWH LV WKH UDWH WKDW H[DFWO\ GLVFRXQWV WKH HVWLPDWHG IXWXUH FDVK

SD\PHQWV DQG UHFHLSWV WKURXJK WKH H[SHFWHG OLIH RI WKH ILQDQFLDO DVVHW RU OLDELOLW\ �RU� ZKHUH

DSSURSULDWH� D VKRUWHU SHULRG� WR WKH FDUU\LQJ DPRXQW RI WKH ILQDQFLDO DVVHW RU OLDELOLW\� :KHQ

FDOFXODWLQJ WKH HIIHFWLYH LQWHUHVW UDWH� WKH *URXS HVWLPDWHV IXWXUH FDVK IORZV FRQVLGHULQJ DOO

FRQWUDFWXDO�WHUPV�RI�WKH�ILQDQFLDO�LQVWUXPHQWV�EXW�QRW�IXWXUH�FUHGLW�ORVVHV�

7KH FDOFXODWLRQ RI WKH HIIHFWLYH LQWHUHVW UDWH WDNHV LQWR DFFRXQW FRQWUDFWXDO WHUPV ZKLFK LQFOXGHV

SUHSD\PHQW RSWLRQV� FODZ�EDFN� FRQWUDFWXDO IHHV DQG SRLQWV SDLG RU UHFHLYHG� WUDQVDFWLRQ FRVWV� DQG

GLVFRXQWV RU SUHPLXPV WKDW DUH DQ LQWHJUDO SDUW RI WKH HIIHFWLYH LQWHUHVW UDWH� 7UDQVDFWLRQ FRVWV LQFOXGH

LQFUHPHQWDO FRVWV WKDW DUH GLUHFWO\ DWWULEXWDEOH WR WKH DFTXLVLWLRQ� LVVXH RU GLVSRVDO RI D ILQDQFLDO DVVHW

RU�OLDELOLW\�

J��'LYLGHQG�LQFRPH

�LL��3ROLF\�DSSOLFDEOH�EHIRUH���-DQXDU\�����

5HYHQXH�UHFRJQLWLRQ��FRQWLQXHG

,QWHUHVW LQFRPH DQG H[SHQVH RQ DOO WUDGLQJ DVVHWV DQG OLDELOLWLHV DUH FRQVLGHUHG WR EH LQFLGHQWDO WR WKH

*URXS¶V WUDGLQJ RSHUDWLRQV DQG DUH SUHVHQWHG WRJHWKHU ZLWK DOO RWKHU FKDQJHV LQ WKH IDLU YDOXH RI

WUDGLQJ�DVVHWV�DQG�OLDELOLWLHV�LQ�QHW�WUDGLQJ�LQFRPH�

6KDULD�LQFRPH
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F��1HW�WUDGLQJ�LQFRPH

G��'LYLGHQG�LQFRPH

����� &DVK�DQG�FDVK�HTXLYDOHQWV

����� 3URSHUW\��SODQW�DQG�HTXLSPHQW

�L� 5HFRJQLWLRQ�DQG�PHDVXUHPHQW

�LL� 6XEVHTXHQW�FRVWV

�LLL� 'HSUHFLDWLRQ

5HYHQXH�UHFRJQLWLRQ��FRQWLQXHG

7KH JDLQ RU ORVV RQ GLVSRVDO RI DQ LWHP RI SURSHUW\� SODQW DQG HTXLSPHQW LV GHWHUPLQHG E\ FRPSDULQJ

WKH SURFHHGV IURP GLVSRVDO ZLWK WKH FDUU\LQJ DPRXQW RI WKH LWHP RI SURSHUW\� SODQW DQG HTXLSPHQW� DQG

LV�UHFRJQLVHG�LQ�RWKHU�LQFRPH�RWKHU�H[SHQVHV�LQ�SURILW�RU�ORVV�

7KH FRVW RI UHSODFLQJ D FRPSRQHQW RI DQ LWHP RI SURSHUW\ RU HTXLSPHQW LV UHFRJQLVHG LQ WKH FDUU\LQJ

DPRXQW RI WKH LWHP LI LW LV SUREDEOH WKDW WKH IXWXUH HFRQRPLF EHQHILWV HPERGLHG ZLWKLQ WKH SDUW ZLOO IORZ

WR WKH *URXS DQG LWV FRVW FDQ EH PHDVXUHG UHOLDEO\� 7KH FDUU\LQJ DPRXQW RI WKH UHSODFHG SDUW LV

GHUHFRJQLVHG� 7KH FRVWV RI WKH GD\�WR�GD\ VHUYLFLQJ RI SURSHUW\� SODQW DQG HTXLSPHQW DUH UHFRJQLVHG LQ

SURILW�RU�ORVV�DV�LQFXUUHG�

'HSUHFLDWLRQ LV UHFRJQLVHG LQ SURILW RU ORVV RQ D VWUDLJKW�OLQH EDVLV WR ZULWH GRZQ WKH FRVW RI HDFK DVVHW�

WR WKHLU UHVLGXDO YDOXHV RYHU WKH HVWLPDWHG XVHIXO OLYHV RI HDFK SDUW RI DQ LWHP RI SURSHUW\� SODQW DQG

HTXLSPHQW� /HDVHG DVVHWV XQGHU ILQDQFH OHDVH DUH GHSUHFLDWHG RYHU WKH VKRUWHU RI WKH OHDVH WHUP DQG

WKHLU�XVHIXO�OLYHV�

&DVK DQG FDVK HTXLYDOHQWV LQFOXGH QRWHV DQG FRLQV LQ KDQG� XQUHVWULFWHG EDODQFHV KHOG ZLWK FHQWUDO

EDQNV� RSHUDWLQJ DFFRXQWV ZLWK RWKHU EDQNV� DPRXQW GXH IURP RWKHU EDQNV DQG KLJKO\ OLTXLG ILQDQFLDO

DVVHWV ZLWK RULJLQDO PDWXULWLHV RI WKUHH PRQWKV RU OHVV IURP WKH DFTXLVLWLRQ GDWH� ZKLFK DUH VXEMHFW WR

LQVLJQLILFDQW ULVN RI FKDQJHV LQ WKHLU IDLU YDOXH� DQG DUH XVHG E\ WKH *URXS LQ WKH PDQDJHPHQW RI LWV

VKRUW�WHUP�FRPPLWPHQWV��&DVK�DQG�FDVK�HTXLYDOHQWV�DUH�FDUULHG�DW�DPRUWLVHG�FRVW�

)RU WKH SXUSRVHV RI WKH VWDWHPHQW RI FDVK IORZV� FDVK DQG FDVK HTXLYDOHQWV LQFOXGH FDVK DQG QRQ�

UHVWULFWHG EDODQFHV ZLWK FHQWUDO EDQN� EDODQFHV KHOG ZLWK ORFDO EDQNV� EDODQFHV ZLWK IRUHLJQ EDQNV DQG

PRQH\�PDUNHW�SODFHPHQWV�

,WHPV RI SURSHUW\� SODQW DQG HTXLSPHQW DUH PHDVXUHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ DQG

DFFXPXODWHG�LPSDLUPHQW�ORVVHV�

&RVW LQFOXGHV H[SHQGLWXUHV WKDW DUH GLUHFWO\ DWWULEXWDEOH WR WKH DFTXLVLWLRQ RI WKH DVVHW� 7KH FRVW RI VHOI�

FRQVWUXFWHG DVVHWV LQFOXGHV WKH FRVW RI PDWHULDOV DQG GLUHFW ODERXU� DQ\ RWKHU FRVWV GLUHFWO\

DWWULEXWDEOH WR EULQJLQJ WKH DVVHWV WR D ZRUNLQJ FRQGLWLRQ IRU WKHLU LQWHQGHG XVH� WKH FRVWV RI

GLVPDQWOLQJ DQG UHPRYLQJ WKH LWHPV DQG UHVWRULQJ WKH VLWH RQ ZKLFK WKH\ DUH ORFDWHG DQG FDSLWDOLVHG

ERUURZLQJ FRVWV� 3XUFKDVHG VRIWZDUH WKDW LV LQWHJUDO WR WKH IXQFWLRQDOLW\ RI WKH UHODWHG HTXLSPHQW LV

FDSLWDOLVHG�DV�SDUW�RI�HTXLSPHQW�

:KHQ SDUWV RI DQ LWHP RI SURSHUW\ RU HTXLSPHQW KDYH GLIIHUHQW XVHIXO OLYHV� WKH\ DUH DFFRXQWHG IRU DV

VHSDUDWH�LWHPV��PDMRU�FRPSRQHQWV��RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�

'LYLGHQG LQFRPH LV UHFRJQLVHG ZKHQ WKH ULJKW WR UHFHLYH LQFRPH LV HVWDEOLVKHG� 8VXDOO\ WKLV LV WKH H[�

GLYLGHQG GDWH IRU HTXLW\ VHFXULWLHV� 'LYLGHQGV RQ WUDGLQJ HTXLWLHV DUH UHIOHFWHG DV D FRPSRQHQW RI QHW

WUDGLQJ LQFRPH� 'LYLGHQG LQFRPH RQ DYDLODEOH�IRU�VDOH VHFXULWLHV DUH UHFRJQLVHG DV D FRPSRQHQW RI

RWKHU�RSHUDWLQJ�LQFRPH�

1HW WUDGLQJ LQFRPH FRPSULVHV JDLQV OHVV ORVVHV UHODWHG WR WUDGLQJ DVVHWV DQG OLDELOLWLHV� DQG LQFOXGHV DOO

UHDOLVHG DQG XQUHDOLVHG IDLU YDOXH FKDQJHV� LQWHUHVW LQFRPH RQ ILQDQFLDO DVVHWV DW IDLU YDOXH WKURXJK

SURILW�RU�ORVV�DQG�IRUHLJQ�H[FKDQJH�GLIIHUHQFHV�
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/HDVHKROG�ODQG RYHU�WKH�OHDVH�SHULRG

/HDVHKROG�EXLOGLQJV ���\HDUV

&RPSXWHU�HTXLSPHQW ��\HDUV

)XUQLWXUH��ILWWLQJV�	�HTXLSPHQW ��\HDUV

0RWRU�YHKLFOHV ��\HDUV

/HDVHKROG�LPSURYHPHQWV ���\HDUV

�LY� 'H�UHFRJQLWLRQ

����� 1RQ�FXUUHQW�DVVHWV�KHOG�IRU�VDOH

����� ,QWDQJLEOH�DVVHWV

����� /HDVHG�DVVHWV

$Q LWHP RI SURSHUW\� SODQW DQG HTXLSPHQW LV GHUHFRJQLVHG RQ GLVSRVDO RU ZKHQ QR IXWXUH HFRQRPLF

EHQHILWV DUH H[SHFWHG IURP LWV XVH RU GLVSRVDO� $Q\ JDLQ RU ORVV DULVLQJ RQ GH�UHFRJQLWLRQ RI WKH DVVHW

�FDOFXODWHG DV WKH GLIIHUHQFH EHWZHHQ WKH QHW GLVSRVDO SURFHHGV DQG WKH FDUU\LQJ DPRXQW RI WKH DVVHW�

LV�LQFOXGHG�LQ�SURILW�RU�ORVV�LQ�WKH�SHULRG�WKH�DVVHW�LV�GHUHFRJQLVHG�

6RIWZDUH

6RIWZDUH DFTXLUHG E\ WKH *URXS LV VWDWHG DW FRVW OHVV DFFXPXODWHG DPRUWLVDWLRQ DQG DFFXPXODWHG

LPSDLUPHQW� ([SHQGLWXUH RQ LQWHUQDOO\ GHYHORSHG VRIWZDUH LV UHFRJQLVHG DV DQ DVVHW ZKHQ WKH *URXS LV

DEOH WR GHPRQVWUDWH LWV LQWHQWLRQ DQG DELOLW\ WR FRPSOHWH WKH GHYHORSPHQW DQG XVH WKH VRIWZDUH LQ D

PDQQHU WKDW ZLOO JHQHUDWH IXWXUH HFRQRPLF EHQHILWV� DQG FDQ UHOLDEO\ PHDVXUH WKH FRVWV WR FRPSOHWH

WKH GHYHORSPHQW� 7KH FDSLWDOLVHG FRVWV RI LQWHUQDOO\ GHYHORSHG VRIWZDUH LQFOXGH DOO FRVWV GLUHFWO\

DWWULEXWDEOH WR GHYHORSLQJ WKH VRIWZDUH� DQG DUH DPRUWLVHG RYHU LWV XVHIXO OLIH� ,QWHUQDOO\ GHYHORSHG

VRIWZDUH�LV�VWDWHG�DW�FDSLWDOLVHG�FRVW�OHVV�DFFXPXODWHG�DPRUWLVDWLRQ�DQG�LPSDLUPHQW�

6XEVHTXHQW H[SHQGLWXUH RQ VRIWZDUH DVVHWV LV FDSLWDOLVHG RQO\ ZKHQ LW LQFUHDVHV WKH IXWXUH HFRQRPLF

EHQHILWV HPERGLHG LQ WKH VSHFLILF DVVHW WR ZKLFK LW UHODWHV� $OO RWKHU H[SHQGLWXUH LV H[SHQVHG DV

LQFXUUHG� $PRUWLVDWLRQ LV UHFRJQLVHG LQ SURILW RU ORVV RQ D VWUDLJKW�OLQH EDVLV RYHU WKH HVWLPDWHG XVHIXO

OLIH RI WKH VRIWZDUH� IURP WKH GDWH WKDW LW LV DYDLODEOH IRU XVH VLQFH WKLV PRVW FORVHO\ UHIOHFWV WKH

H[SHFWHG SDWWHUQ RI FRQVXPSWLRQ RI WKH IXWXUH HFRQRPLF EHQHILWV HPERGLHG LQ WKH DVVHW� 7KH HVWLPDWHG

XVHIXO OLIH RI VRIWZDUH LV ILYH \HDUV� $PRUWLVDWLRQ PHWKRG� XVHIXO OLYHV� DQG UHVLGXDO YDOXHV DUH

UHYLHZHG�DW�HDFK�ILQDQFLDO�\HDU�HQG�DQG�DGMXVWHG�LI�DSSURSULDWH�

'HSUHFLDWLRQ EHJLQV ZKHQ DQ DVVHW LV DYDLODEOH IRU XVH DQG FHDVHV DW WKH HDUOLHU RI WKH GDWH WKDW WKH

DVVHW LV GHUHFRJQLVHG RU FODVVLILHG DV KHOG IRU VDOH LQ DFFRUGDQFH ZLWK ,)56 � �1RQFXUUHQW $VVHWV +HOG

IRU 6DOH DQG 'LVFRQWLQXHG 2SHUDWLRQV� $ QRQ�FXUUHQW DVVHW RU GLVSRVDO JURXS LV QRW GHSUHFLDWHG ZKLOH LW

LV�FODVVLILHG�DV�KHOG�IRU�VDOH�

'HSUHFLDWLRQ PHWKRGV� XVHIXO OLYHV DQG UHVLGXDO YDOXHV DUH UHDVVHVVHG DW HDFK UHSRUWLQJ GDWH DQG

DGMXVWHG�LI�DSSOLFDEOH�

&DSLWDO ZRUN LQ SURJUHVV FRQVLVWV RI LWHPV RI SURSHUW\� SODQW DQG HTXLSPHQW WKDW DUH QRW \HW DYDLODEOH

IRU XVH� &DSLWDO ZRUN LQ SURJUHVV LV QRW GHSUHFLDWHG� LW LV WUDQVIHUUHG WR WKH UHOHYDQW DVVHW FDWHJRU\

XSRQ�FRPSOHWLRQ�

1RQ�FXUUHQW DVVHWV FODVVLILHG DV KHOG IRU VDOH DUH PHDVXUHG DW WKH ORZHU RI WKHLU FDUU\LQJ DPRXQW DQG

IDLU YDOXH OHVV FRVWV WR VHOO� 1RQ�FXUUHQW DVVHWV DUH FODVVLILHG DV KHOG IRU VDOH LI WKHLU FDUU\LQJ DPRXQWV

ZLOO EH UHFRYHUHG SULQFLSDOO\ WKURXJK D VDOH WUDQVDFWLRQ UDWKHU WKDQ WKURXJK FRQWLQXLQJ XVH� 7KLV

FRQGLWLRQ LV UHJDUGHG DV PHW RQO\ ZKHQ WKH VDOH LV KLJKO\ SUREDEOH DQG WKH DVVHW LV DYDLODEOH IRU

LPPHGLDWH VDOH LQ LWV SUHVHQW FRQGLWLRQ� PDQDJHPHQW KDV FRPPLWWHG WR WKH VDOH� DQG WKH VDOH LV

H[SHFWHG�WR�KDYH�EHHQ�FRPSOHWHG�ZLWKLQ�RQH�\HDU�IURP�WKH�GDWH�RI�FODVVLILFDWLRQ�

3URSHUW\��SODQW�DQG�HTXLSPHQW��FRQWLQXHG

7KH�GHWHUPLQDWLRQ�RI�ZKHWKHU�DQ�DUUDQJHPHQW�LV�D�OHDVH��RU�FRQWDLQV�D�OHDVH��LV�EDVHG�RQ�WKH�VXEVWDQFH

RI WKH DUUDQJHPHQW DQG UHTXLUHV DQ DVVHVVPHQW RI ZKHWKHU WKH IXOILOPHQW RI WKH DUUDQJHPHQW LV

GHSHQGHQW RQ WKH XVH RI D VSHFLILF DVVHW RU DVVHWV DQG WKH DUUDQJHPHQW FRQYH\V D ULJKW WR XVH WKH

DVVHW�

7KH�HVWLPDWHG�XVHIXO�OLYHV�IRU�SURSHUW\��SODQW�DQG�HTXLSPHQW�DUH�DV�IROORZV�
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����� ,PSDLUPHQW�RI�QRQ�ILQDQFLDO�DVVHWV

*URXS�DV�D�OHVVHH

$ OHDVH LV FODVVLILHG DW WKH LQFHSWLRQ GDWH DV D ILQDQFH OHDVH RU DQ RSHUDWLQJ OHDVH� $ OHDVH WKDW WUDQVIHU

VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGV LQFLGHQWDO WR RZQHUVKLS WR WKH *URXS LV FODVVLILHG DV D ILQDQFH

OHDVH�/HDVHV WKDW GR QRW WUDQVIHU WR WKH *URXS VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGV LQFLGHQWDO WR

RZQHUVKLS RI WKH OHDVHG LWHPV DUH RSHUDWLQJ OHDVHV� 2SHUDWLQJ OHDVH SD\PHQWV DUH UHFRJQLVHG DV DQ

H[SHQVH LQ WKH SURILW RU ORVV RQ D VWUDLJKW�OLQH EDVLV RYHU WKH OHDVH WHUP� &RQWLQJHQW UHQWDO SD\DEOH LV

UHFRJQLVHG�DV�DQ�H[SHQVH�LQ�WKH�SHULRG�LQ�ZKLFK�WKH\�DUH�LQFXUUHG�

*URXS�DV�D�OHVVRU

/HDVHV ZKHUH WKH *URXS GRHV QRW WUDQVIHU VXEVWDQWLDOO\ DOO RI WKH ULVNV DQG EHQHILWV RI RZQHUVKLS RI WKH

DVVHW DUH FODVVLILHG DV RSHUDWLQJ OHDVHV� ,QLWLDO GLUHFW FRVWV LQFXUUHG LQ QHJRWLDWLQJ RSHUDWLQJ OHDVHV DUH

DGGHG WR WKH FDUU\LQJ DPRXQW RI WKH OHDVHG DVVHW DQG UHFRJQLVHG RYHU WKH OHDVH WHUP RQ WKH VDPH

EDVLV�DV�UHQWDO�LQFRPH��5HQWV�DUH�UHFRJQLVHG�DV�UHYHQXH�LQ�WKH�SHULRG�LQ�ZKLFK�WKH\�DUH�HDUQHG�

7KH FDUU\LQJ DPRXQWV RI WKH *URXS¶V QRQ�ILQDQFLDO DVVHWV RWKHU WKDQ GHIHUUHG WD[ DVVHWV DUH UHYLHZHG

DW HDFK UHSRUWLQJ GDWH WR GHWHUPLQH ZKHWKHU WKHUH LV DQ\ LQGLFDWLRQ RI LPSDLUPHQW� ,I DQ\ VXFK

LQGLFDWLRQ�H[LVWV�WKHQ�WKH�DVVHW¶V�UHFRYHUDEOH�DPRXQW�LV�HVWLPDWHG�

7KH *URXS DVVHVVHV DW HDFK UHSRUWLQJ GDWH ZKHWKHU WKHUH LV DQ LQGLFDWLRQ WKDW DQ DVVHW PD\ EH

LPSDLUHG� ,I DQ\ LQGLFDWLRQ H[LVWV� RU ZKHQ DQQXDO LPSDLUPHQW WHVWLQJ IRU DQ DVVHW LV UHTXLUHG� WKH

*URXS HVWLPDWHV WKH DVVHW¶V UHFRYHUDEOH DPRXQW� $Q LPSDLUPHQW ORVV LV UHFRJQLVHG LI WKH FDUU\LQJ

DPRXQW RI DQ DVVHW RU LWV FDVK�JHQHUDWLQJ XQLW H[FHHGV LWV UHFRYHUDEOH DPRXQW� $ FDVK�JHQHUDWLQJ XQLW

LV WKH VPDOOHVW LGHQWLILDEOH DVVHW JURXS WKDW JHQHUDWHV FDVK IORZV WKDW ODUJHO\ DUH LQGHSHQGHQW IURP

RWKHU DVVHWV DQG JURXSV� ,PSDLUPHQW ORVVHV DUH UHFRJQLVHG LQ SURILW RU ORVV� ,PSDLUPHQW ORVVHV

UHFRJQLVHG LQ UHVSHFW RI FDVK�JHQHUDWLQJ XQLWV DUH DOORFDWHG ILUVW WR UHGXFH WKH FDUU\LQJ DPRXQW RI DQ\

JRRGZLOO DOORFDWHG WR WKH XQLWV DQG WKHQ WR UHGXFH WKH FDUU\LQJ DPRXQW RI WKH RWKHU DVVHWV LQ WKH XQLW

�JURXS�RI�XQLWV��RQ�D�SUR�UDWD�EDVLV�

7KH UHFRYHUDEOH DPRXQW LV GHWHUPLQHG IRU DQ LQGLYLGXDO DVVHW� XQOHVV WKH DVVHW GRHV QRW JHQHUDWH FDVK

LQIORZV WKDW DUH ODUJHO\ LQGHSHQGHQW RI WKRVH IURP RWKHU DVVHWV RU JURXSV RI DVVHWV� 7KH UHFRYHUDEOH

DPRXQW RI DQ DVVHW RU FDVK�JHQHUDWLQJ XQLW LV WKH JUHDWHU RI LWV YDOXH LQ XVH DQG LWV IDLU YDOXH OHVV FRVWV

RI GLVSRVDO ,Q DVVHVVLQJ YDOXH LQ XVH� WKH HVWLPDWHG IXWXUH FDVK IORZV DUH GLVFRXQWHG WR WKHLU SUHVHQW

YDOXH XVLQJ D SUH�WD[ GLVFRXQW UDWH WKDW UHIOHFWV FXUUHQW PDUNHW DVVHVVPHQWV RI WKH WLPH YDOXH RI

PRQH\ DQG WKH ULVNV VSHFLILF WR WKH DVVHW� :KHUH WKH FDUU\LQJ DPRXQW RI DQ DVVHW RU &*8 H[FHHGV LWV

UHFRYHUDEOH�DPRXQW��WKH�DVVHW�LV�FRQVLGHUHG�LPSDLUHG�DQG�LV�ZULWWHQ�GRZQ�WR�LWV�UHFRYHUDEOH�DPRXQW�

,Q UHVSHFW RI RWKHU DVVHWV� LPSDLUPHQW ORVVHV UHFRJQLVHG LQ SULRU SHULRGV DUH DVVHVVHG DW HDFK

UHSRUWLQJ GDWH IRU DQ\ LQGLFDWLRQV WKDW WKH ORVV KDV GHFUHDVHG RU QR ORQJHU H[LVWV� $Q LPSDLUPHQW ORVV

LV UHYHUVHG LI WKHUH KDV EHHQ D FKDQJH LQ WKH HVWLPDWHV XVHG WR GHWHUPLQH WKH UHFRYHUDEOH DPRXQW� $Q

LPSDLUPHQW ORVV LV UHYHUVHG RQO\ WR WKH H[WHQW WKDW WKH DVVHW¶V FDUU\LQJ DPRXQW GRHV QRW H[FHHG WKH

FDUU\LQJ DPRXQW WKDW ZRXOG KDYH EHHQ GHWHUPLQHG� QHW RI GHSUHFLDWLRQ RU DPRUWLVDWLRQ� LI QR

LPSDLUPHQW�ORVV�KDG�EHHQ�UHFRJQLVHG�

/HDVHG�DVVHWV��FRQWLQXHG
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������ (PSOR\HH�EHQHILWV

�L� 'HILQHG�FRQWULEXWLRQ�SODQV

�LL� 6KRUW�WHUP�EHQHILWV

������ &RQWLQJHQFLHV

�L� &RQWLQJHQW�DVVHW

&RQWLQJHQW DVVHW LV D SRVVLEOH DVVHW WKDW DULVHV IURP SDVW HYHQWV DQG ZKRVH H[LVWHQFH ZLOO EH FRQILUPHG

RQO\ E\ WKH RFFXUUHQFH RU QRQ�RFFXUUHQFH RI RQH RU PRUH XQFHUWDLQ IXWXUH HYHQWV QRW ZKROO\ ZLWKLQ WKH

FRQWURO�RI�WKH�HQWLW\�

$ FRQWLQJHQW DVVHW LV GLVFORVHG ZKHQ DQ LQIORZ RI HFRQRPLF EHQHILW LV SUREDEOH� :KHQ WKH UHDOLVDWLRQ RI

LQFRPH LV YLUWXDOO\ FHUWDLQ� WKHQ WKH UHODWHG DVVHW LV QRW FRQWLQJHQW DQG LWV UHFRJQLWLRQ LV DSSURSULDWH�

&RQWLQJHQW DVVHWV DUH DVVHVVHG FRQWLQXDOO\ WR HQVXUH WKDW GHYHORSPHQWV DUH DSSURSULDWHO\ UHIOHFWHG LQ

WKH�ILQDQFLDO�VWDWHPHQWV�

$ GHILQHG FRQWULEXWLRQ SODQ LV D SRVW�HPSOR\PHQW EHQHILW SODQ XQGHU ZKLFK DQ HQWLW\ SD\V IL[HG

FRQWULEXWLRQV LQWR D VHSDUDWH HQWLW\ DQG ZLOO KDYH QR OHJDO RU FRQVWUXFWLYH REOLJDWLRQ WR SD\ IXUWKHU

DPRXQWV� 2EOLJDWLRQV IRU FRQWULEXWLRQV WR GHILQHG FRQWULEXWLRQ SODQV DUH UHFRJQLVHG DV DQ HPSOR\HH

EHQHILW H[SHQVH LQ SURILW RU ORVV LQ WKH SHULRGV GXULQJ ZKLFK VHUYLFHV DUH UHQGHUHG E\ HPSOR\HHV�

3UHSDLG FRQWULEXWLRQV DUH UHFRJQLVHG DV DQ DVVHW WR WKH H[WHQW WKDW D FDVK UHIXQG RU D UHGXFWLRQ LQ

IXWXUH SD\PHQWV LV DYDLODEOH� &RQWULEXWLRQV WR D GHILQHG FRQWULEXWLRQ SODQ WKDW LV GXH PRUH WKDQ ��

PRQWKV DIWHU WKH HQG RI WKH SHULRG LQ ZKLFK WKH HPSOR\HHV UHQGHU WKH VHUYLFH DUH GLVFRXQWHG WR WKHLU

SUHVHQW�YDOXH�DW�WKH�UHSRUWLQJ�GDWH�

7KH *URXS RSHUDWHV D IXQGHG GHILQHG FRQWULEXWLRQ UHWLUHPHQW EHQHILW VFKHPH IRU LWV HPSOR\HHV XQGHU

WKH SURYLVLRQV RI WKH 3HQVLRQ 5HIRUP $FW ����� 7KH HPSOR\HU DQG WKH HPSOR\HH FRQWULEXWLRQV DUH ���

DQG ��� UHVSHFWLYHO\ RI WKH TXDOLI\LQJ HPSOR\HH¶V PRQWKO\ EDVLF� KRXVLQJ DQG WUDQVSRUW DOORZDQFH�

2EOLJDWLRQV LQ UHVSHFW RI WKH *URXS¶V FRQWULEXWLRQV WR WKH VFKHPH DUH UHFRJQLVHG DV DQ H[SHQVH LQ WKH

SURILW�RU�ORVV�DFFRXQW�RQ�DQ�DQQXDO�EDVLV�

6KRUW�WHUP HPSOR\HH EHQHILWV DUH HPSOR\HH EHQHILWV �RWKHU WKDQ WHUPLQDWLRQ EHQHILWV� WKDW DUH

H[SHFWHG WR EH VHWWOHG ZKROO\ EHIRUH WZHOYH PRQWKV DIWHU WKH HQG RI WKH DQQXDO UHSRUWLQJ SHULRG LQ

ZKLFK�WKH�HPSOR\HHV�UHQGHU�WKH�UHODWHG�VHUYLFH�

$ OLDELOLW\ LV UHFRJQLVHG IRU WKH DPRXQW H[SHFWHG WR EH SDLG XQGHU VKRUW�WHUP FDVK ERQXV RU SURILW

VKDULQJ SODQV LI WKH *URXS KDV D SUHVHQW OHJDO RU FRQVWUXFWLYH REOLJDWLRQ WR SD\ WKLV DPRXQW DV D UHVXOW

RI�SDVW�VHUYLFH�SURYLGHG�E\�WKH�HPSOR\HH��DQG�WKH�REOLJDWLRQ�FDQ�EH�HVWLPDWHG�UHOLDEO\�

ϲϭ
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

&RQWLQJHQFLHV��FRQWLQXHG

�LL� &RQWLQJHQW�OLDELOLW\

������ 6KDUH�FDSLWDO

�L� 6KDUH�LVVXH�FRVWV

�LL� 6KDUH�SUHPLXP

�LLL� 'LYLGHQG�RQ�RUGLQDU\�VKDUHV

������ (TXLW\�UHVHUYHV

�L� )DLU�YDOXH�UHVHUYH

�LL� 6KDUH�FDSLWDO�UHVHUYH

�LLL� 5HJXODWRU\�ULVN�UHVHUYH

$Q\ H[FHVV RI WKH IDLU YDOXH RI WKH FRQVLGHUDWLRQ UHFHLYHG RYHU WKH SDU YDOXH RI VKDUHV LVVXHG LV

UHFRJQLVHG�DV�VKDUH�SUHPLXP�

'LYLGHQGV RQ WKH *URXS¶V RUGLQDU\ VKDUHV DUH UHFRJQLVHG LQ HTXLW\ LQ WKH SHULRG LQ ZKLFK WKH\ DUH

DSSURYHG�DQG�GHFODUHG�E\�WKH�*URXS¶V�VKDUHKROGHUV�

7KH IDLU YDOXH UHVHUYH LQFOXGHV WKH QHW FXPXODWLYH FKDQJH LQ WKH IDLU YDOXH RI DYDLODEOH�IRU�VDOH

LQYHVWPHQWV�XQWLO�WKH�LQYHVWPHQW�LV�GHUHFRJQL]HG�RU�LPSDLUHG�

7KH VKDUH FDSLWDO UHVHUYH UHSUHVHQWV WKH VXUSOXV QRPLQDO YDOXH RI WKH VKDUHV RI WKH *URXS ZKLFK ZHUH

UHFRQVWUXFWHG�LQ�-XQH������DIWHU�WKH�PHUJHU�

7KH UHJXODWRU\ ULVN UHVHUYH ZDUHKRXVHV WKH GLIIHUHQFH EHWZHHQ WKH LPSDLUPHQW RQ ORDQV DQG DGYDQFHV

FRPSXWHG EDVHG RQ WKH &HQWUDO %DQN RI 1LJHULD 3UXGHQWLDO *XLGHOLQHV FRPSDUHG ZLWK WKH LQFXUUHG ORVV

PRGHO�XVHG�LQ�FDOFXODWLQJ�WKH�LPSDLUPHQW�XQGHU�,)56�

&RQWLQJHQW OLDELOLW\ LV D SRVVLEOH REOLJDWLRQ WKDW DULVHV IURP SDVW HYHQWV DQG ZKRVH H[LVWHQFH ZLOO EH

FRQILUPHG RQO\ E\ WKH RFFXUUHQFH RU QRQ�RFFXUUHQFH RI RQH RU PRUH XQFHUWDLQ IXWXUH HYHQWV QRW

ZKROO\ ZLWKLQ WKH FRQWURO RI WKH HQWLW\� RU D SUHVHQW REOLJDWLRQ WKDW DULVHV IURP SDVW HYHQWV EXW LV QRW

UHFRJQLVHG EHFDXVH LW LV QRW SUREDEOH WKDW DQ RXWIORZ RI UHVRXUFHV HPERG\LQJ HFRQRPLF EHQHILWV ZLOO

EH UHTXLUHG WR VHWWOH WKH REOLJDWLRQ� RU WKH DPRXQW RI WKH REOLJDWLRQ FDQQRW EH PHDVXUHG ZLWK VXIILFLHQW

UHOLDELOLW\�

&RQWLQJHQW OLDELOLWLHV DUH DVVHVVHG FRQWLQXDOO\ WR GHWHUPLQH ZKHWKHU DQ RXWIORZ RI HFRQRPLF EHQHILW

KDV�EHFRPH�SUREDEOH�

,QFUHPHQWDO FRVWV GLUHFWO\ DWWULEXWDEOH WR WKH LVVXH RI DQ HTXLW\ LQVWUXPHQW DUH GHGXFWHG IURP WKH

SURFHHGV�RI�WKH�HTXLW\�LQVWUXPHQWV�

&RQWLQJHQW OLDELOLW\ LV GLVFORVHG XQOHVV WKH SRVVLELOLW\ RI DQ RXWIORZ RI UHVRXUFHV HPERG\LQJ HFRQRPLF

EHQHILW LV UHPRWH� $ SURYLVLRQ IRU WKH SDUW RI WKH REOLJDWLRQ IRU ZKLFK DQ RXWIORZ RI UHVRXUFHV

HPERG\LQJ HFRQRPLF EHQHILWV LV SUREDEOH LV UHFRJQLVHG� H[FHSW LQ WKH H[WUHPHO\ UDUH FLUFXPVWDQFHV

ZKHUH�QR�UHOLDEOH�HVWLPDWH�FDQ�EH�PDGH�

ϲϮ
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

(TXLW\�UHVHUYHV��FRQWLQXHG

�LY� 60((,6�UHVHUYH

�YL� 6WDWXWRU\�UHVHUYH

�YLL� $*60(,6�UHVHUYH

������ (DUQLQJV�SHU�VKDUH

������ 6HJPHQW�UHSRUWLQJ

������ )RUHLJQ�FXUUHQF\�WUDQVODWLRQ

0RQHWDU\ DVVHWV DQG OLDELOLWLHV GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DUH WUDQVODWHG DW WKH VSRW UDWH RI

H[FKDQJH DW WKH UHSRUWLQJ GDWH� 'LIIHUHQFHV DULVLQJ IURP WUDQVODWLRQ RI PRQHWDU\ LWHPV DUH UHFRJQLVHG

LQ�RWKHU�RSHUDWLQJ�LQFRPH�LQ�WKH�SURILW�RU�ORVV�

1RQ�PRQHWDU\ LWHPV WKDW DUH PHDVXUHG LQ WHUPV RI KLVWRULFDO FRVW LQ D IRUHLJQ FXUUHQF\ DUH WUDQVODWHG

XVLQJ WKH VSRW H[FKDQJH UDWHV DV DW WKH GDWH RI UHFRJQLWLRQ� 1RQ�PRQHWDU\ LWHPV PHDVXUHG DW IDLU

YDOXH LQ D IRUHLJQ FXUUHQF\ DUH WUDQVODWHG XVLQJ WKH VSRW H[FKDQJH UDWHV DW WKH GDWH ZKHQ WKH IDLU YDOXH

ZDV�GHWHUPLQHG�

7KH JDLQ RU ORVV DULVLQJ RQ WUDQVODWLRQ RI QRQ�PRQHWDU\ LWHPV PHDVXUHG DW IDLU YDOXH LV WUHDWHG LQ OLQH

ZLWK WKH UHFRJQLWLRQ RI WKH JDLQ RU ORVV RQ WKH FKDQJH LQ IDLU YDOXH RI WKH LWHP �L�H�� WUDQVODWLRQ

GLIIHUHQFHV RQ LWHPV ZKRVH IDLU YDOXH JDLQ RU ORVV LV UHFRJQLVHG LQ 2WKHU &RPSUHKHQVLYH ,QFRPH �2&,�

RU�SURILW�RU�ORVV�DUH�DOVR�UHFRJQLVHG�LQ�2&,�RU�SURILW�RU�ORVV��UHVSHFWLYHO\��

7KLV UHSUHVHQWV UHJXODWRU\ DSSURSULDWLRQ WR VWDWXWRU\ UHVHUYHV RI ��� RI SURILW DIWHU WD[ LI WKH VWDWXWRU\

UHVHUYH LV OHVV WKDQ SDLG�XS VKDUH FDSLWDO DQG ��� RI SURILW DIWHU WD[ LI WKH VWDWXWRU\ UHVHUYH LV JUHDWHU

WKDQ�WKH�SDLG�XS�VKDUH�FDSLWDO�

7KH *URXS SUHVHQWV EDVLF DQG GLOXWHG HDUQLQJV SHU VKDUH �(36� GDWD IRU LWV RUGLQDU\ VKDUHV� %DVLF (36

LV FDOFXODWHG E\ GLYLGLQJ WKH SURILW RU ORVV DWWULEXWDEOH WR RUGLQDU\ VKDUHKROGHUV RI WKH *URXS E\ WKH

ZHLJKWHG�DYHUDJH�QXPEHU�RI�RUGLQDU\�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�SHULRG�

'LOXWHG (36 LV GHWHUPLQHG E\ DGMXVWLQJ WKH SURILW RU ORVV DWWULEXWDEOH WR RUGLQDU\ VKDUHKROGHUV DQG WKH

ZHLJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV RXWVWDQGLQJ IRU WKH HIIHFWV RI DOO GLOXWLYH SRWHQWLDO

RUGLQDU\�VKDUHV�

7KH *URXS¶V IXQFWLRQDO DQG SUHVHQWDWLRQ FXUUHQF\ LV 1LJHULDQ 1DLUD �³1´�� 7UDQVDFWLRQV LQ IRUHLJQ

FXUUHQFLHV�DUH�LQLWLDOO\�UHFRUGHG�DW�WKH�VSRW�UDWH�RI�H[FKDQJH�UXOLQJ�DW�WKH�GDWH�RI�WKH�WUDQVDFWLRQ�

$Q RSHUDWLQJ VHJPHQW LV D FRPSRQHQW RI WKH %DQN WKDW HQJDJHV LQ EXVLQHVV DFWLYLWLHV IURP ZKLFK LW FDQ

HDUQ UHYHQXHV DQG LQFXU H[SHQVHV� LQFOXGLQJ UHYHQXHV DQG H[SHQVHV WKDW UHODWH WR WUDQVDFWLRQV ZLWK

DQ\ RI WKH *URXS¶V RWKHU FRPSRQHQWV� ZKRVH RSHUDWLQJ UHVXOWV DUH UHYLHZHG UHJXODUO\ E\ WKH *URXS¶V

0DQDJHPHQW &RPPLWWHH �EHLQJ WKH FKLHI RSHUDWLQJ GHFLVLRQ PDNHU� WR PDNH GHFLVLRQV DERXW UHVRXUFHV

DOORFDWHG WR HDFK VHJPHQW DQG DVVHVV LWV SHUIRUPDQFH� DQG IRU ZKLFK GLVFUHWH ILQDQFLDO LQIRUPDWLRQ LV

DYDLODEOH� 7KH *URXS VHJPHQW UHSRUWLQJ LV EDVHG RQ WKH IROORZLQJ RSHUDWLQJ VHJPHQWV� 5HWDLO EDQNLQJ�

&RPPHUFLDO EDQNLQJ� ,QVWLWXWLRQDO EDQNLQJ� &RUSRUDWH 	 ,QYHVWPHQW EDQNLQJ� 1RQ�,QWHUHVW %DQNLQJ DQG

6SHFLDO�3XUSRVH�9HKLFOH��639��

7KH %DQNHU
V FRPPLWWHH DW LWV ���VW PHHWLQJ KHOG RQ � )HEUXDU\ ���� DSSURYHG WKH $JULF�%XLVQHVV�

6PDOO DQG 0HGLXP ,QYHVWPHQW 6FKHPH �$*60(,6� WR VXSSRUW )HGHUDO *RYHUQPHQW HIIRUWV DW SURPRWLQJ

$JULFXOWXUDO EXVLQHVVHV�6PDOO DQG 0HGLXP (QWHUSULVHV �60(V�� $OO GHSRVLW PRQH\ EDQNV DUH UHTXLUHG WR

VHW DVLGH �� RI 3URILW $IWHU 7D[ �3$7� DQQXDOO\ DIWHU WKHLU ILQDQFLDO VWDWHPHQWV KDYH EHHQ DXGLWHG E\

H[WHUQDO DXGLWRUV DQG DSSURYHG E\ &HQWUDO %DQN RI 1LJHULD �&%1� IRU SXEOLFDWLRQ DQG UHPLW WR &%1

ZLWKLQ����ZRUNLQJ�GD\V�DIWHU�WKH�$QQXDO�*HQHUDO�0HHWLQJ�

7KH 60((,6 UHVHUYH LV PDLQWDLQHG WR FRPSO\ ZLWK WKH &HQWUDO %DQN RI 1LJHULD �&%1� UHTXLUHPHQW WKDW

DOO OLFHQVHG EDQNV VHW DVLGH D SHUFHQWDJH RI WKH SURILW DIWHU WD[ LQ D IXQG WR EH XVHG WR ILQDQFH HTXLW\

LQYHVWPHQW�LQ�TXDOLI\LQJ�VPDOO�DQG�PHGLXP�VFDOH�HQWHUSULVHV�
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

������ 3OHGJHG�ILQDQFLDO�DVVHWV

������ )DLU�YDOXH�GHILQLWLRQ�DQG�PHDVXUHPHQW

'LVFORVXUHV�IRU�YDOXDWLRQ�PHWKRGV��VLJQLILFDQW�HVWLPDWHV�DQG�DVVXPSWLRQV�DUH�LQ�1RWH���

4XDQWLWDWLYH�GLVFORVXUHV�RI�IDLU�YDOXH�PHDVXUHPHQW�KLHUDUFK\�DUH�LQ�1RWH���

)LQDQFLDO�LQVWUXPHQWV��LQFOXGLQJ�WKRVH�FDUULHG�DW�DPRUWLVHG�FRVW��DUH�LQ�1RWH���

������ �1RQ�LQWHUHVW�EDQNLQJ

%ULHI�H[SODQDWLRQ�IRU�HDFK�W\SH�RI�VKDULD�ILQDQFLQJ�LV�DV�IROORZV�

)LQDQFLDO DVVHWV SOHGJHG DV FROODWHUDO DUH FODVVLILHG VHSDUDWHO\ IURP RWKHU DVVHWV ZKHQ WKH

FRXQWHUSDUW\ KDV WKH ULJKW WR VHOO RU UH�SOHGJH WKH FROODWHUDO �E\ FXVWRP RU FRQWUDFW� DQG VR GHEW

LQVWUXPHQWV DW )92&,� DQG GHEW LQVWUXPHQWV DW DPRUWLVHG FRVW DUH VKRZQ VHSDUDWHO\ LQ WKH VWDWHPHQW

RI�ILQDQFLDO�SRVLWLRQ�LI�WKH\�FDQ�EH�VROG�RU�SOHGJHG�E\�WKH�WUDQVIHUHH�

)LQDQFLDO LQYHVWPHQWV DYDLODEOH IRU VDOH SOHGJHG DV FROODWHUDO DUH PHDVXUHG DW IDLU YDOXH ZKLOH ILQDQFLDO

LQYHVWPHQWV�KHOG�WR�PDWXULW\�DUH�PHDVXUHG�DW�DPRUWLVHG�FRVW�

7KH *URXS PHDVXUHV ILQDQFLDO LQVWUXPHQWV DW IDLU YDOXH DW HDFK VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GDWH�

)DLU YDOXH UHODWHG GLVFORVXUHV IRU ILQDQFLDO LQVWUXPHQWV DQG QRQ�ILQDQFLDO DVVHWV WKDW DUH PHDVXUHG DW

IDLU�YDOXH�RU�ZKHUH�IDLU�YDOXHV�DUH�GLVFORVHG�DUH�VXPPDULVHG�LQ�WKH�IROORZLQJ�QRWHV�

)RU DVVHWV DQG OLDELOLWLHV WKDW DUH UHFRJQLVHG LQ WKH ILQDQFLDO VWDWHPHQWV RQ D UHFXUULQJ EDVLV� WKH *URXS

GHWHUPLQHV ZKHWKHU WUDQVIHUV KDYH RFFXUUHG EHWZHHQ OHYHOV LQ WKH KLHUDUFK\ E\ UH�DVVHVVLQJ

FDWHJRULVDWLRQ �EDVHG RQ WKH ORZHVW OHYHO LQSXW WKDW LV VLJQLILFDQW WR WKH IDLU YDOXH PHDVXUHPHQW DV D

ZKROH��DW�WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG�

0XGDUDED ILQDQFLQJ LV D FR�RSHUDWLRQ IRU FHUWDLQ SURMHFW EHWZHHQ ILUVW SDUW\ �0DOLN� 6KDKLEXO RU PDO � DV

RZQHU RI IXQG DQG VHFRQG SDUW\ �$PLO� 0XGKDULE RU GHEWRUV� DV IXQG PDQDJHU ZKHUHDV WKH SURILW ZLOO

EH VKDUHG LQ DFFRUGDQFH ZLWK SHUFHQWDJH DV VWDWHG LQ WKH DJUHHPHQW� PHDQZKLOH ORVVHV ZLOO EH ERUQH

E\ WKH %DQN H[FHSW LI WKH VHFRQG SDUW\ DFWV LQ QHJOLJHQFH� HUURU RU YLRODWHV WKH DJUHHPHQW� 0XGDUDED

ILQDQFLQJ�LV�UHSRUWHG�DW�WKH�RXWVWDQGLQJ�ILQDQFLQJ�EDODQFH�OHVV�DOORZDQFH�IRU�LQFXUUHG�ORVVHV�

/HYHO���²�4XRWHG��XQDGMXVWHG��PDUNHW�SULFHV�LQ�DFWLYH�PDUNHWV�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV�

/HYHO � ² 9DOXDWLRQ WHFKQLTXHV IRU ZKLFK WKH ORZHVW OHYHO LQSXW WKDW LV VLJQLILFDQW WR WKH IDLU YDOXH

PHDVXUHPHQW�LV�GLUHFWO\�RU�LQGLUHFWO\�REVHUYDEOH�

/HYHO � ² 9DOXDWLRQ WHFKQLTXHV IRU ZKLFK WKH ORZHVW OHYHO LQSXW WKDW LV VLJQLILFDQW WR WKH IDLU YDOXH

PHDVXUHPHQW�LV�XQREVHUYDEOH�

)DLU YDOXH LV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO DQ DVVHW RU SDLG WR WUDQVIHU D OLDELOLW\ LQ DQ RUGHUO\

WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWV DW WKH PHDVXUHPHQW GDWH� 7KH IDLU YDOXH PHDVXUHPHQW LV

EDVHG RQ WKH SUHVXPSWLRQ WKDW WKH WUDQVDFWLRQ WR VHOO WKH DVVHW RU WUDQVIHU WKH OLDELOLW\ WDNHV SODFH

HLWKHU� ,Q WKH SULQFLSDO PDUNHW IRU WKH DVVHW RU OLDELOLW\ DQG LQ WKH DEVHQFH RI D SULQFLSDO PDUNHW� LQ WKH

PRVW�DGYDQWDJHRXV�PDUNHW�IRU�WKH�DVVHW�RU�OLDELOLW\�

7KH *URXS XVHV YDOXDWLRQ WHFKQLTXHV WKDW DUH DSSURSULDWH LQ WKH FLUFXPVWDQFHV DQG IRU ZKLFK VXIILFLHQW

GDWD DUH DYDLODEOH WR PHDVXUH IDLU YDOXH� PD[LPLVLQJ WKH XVH RI UHOHYDQW REVHUYDEOH LQSXWV DQG

PLQLPLVLQJ WKH XVH RI XQREVHUYDEOH LQSXWV� $OO DVVHWV DQG OLDELOLWLHV IRU ZKLFK IDLU YDOXH LV PHDVXUHG RU

GLVFORVHG LQ WKH ILQDQFLDO VWDWHPHQWV DUH FDWHJRULVHG ZLWKLQ WKH IDLU YDOXH KLHUDUFK\� GHVFULEHG DV

IROORZV��EDVHG�RQ�WKH�ORZHVW�OHYHO�LQSXW�WKDW�LV�VLJQLILFDQW�WR�WKH�IDLU�YDOXH�PHDVXUHPHQW�DV�D�ZKROH�
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��� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

�1RQ�LQWHUHVW�EDQNLQJ��FRQWLQXHG

�L� 'HSRVLW�/LDELOLWLHV

��� &KDQJHV�LQ�DFFRXQWLQJ�SROLFLHV�DQG�GLVFORVXUHV

7KH�QDWXUH�DQG�WKH�HIIHFW�RI�WKHVH�FKDQJHV�DUH�GLVFORVHG�EHORZ�

������,)56���)LQDQFLDO�LQVWUXPHQWV

,QFOXGHG LQ WKH GHSRVLWV OLDELOLWLHV DUH QRQ LQWHUHVW EDQNLQJ GHSRVLWV LQ IRUP RI KDMM GHSRVLWV� WUXVW

GHSRVLWV� DQG &HUWLILFDWHV 0XGKDUDEDK ,QYHVWPHQW %DQN �6,0$�� 6,0$ LV DQ LQYHVWPHQW FHUWLILFDWH

LVVXHG E\ WKH EDQN ZKLFK DGRSWV SURILW VKDULQJ SUDFWLFH DQG LQ IRUP RI SODFHPHQW� 6,0$ ILQDQFLQJ

SHULRG�UDQJHV�IURP�RYHU�RQH�\HDU�

,MDUDK UHFHLYDEOHV DUH WKH ILQDQFLQJ RQ WKH DYDLODELOLW\ RI IXQG LQ UHODWLRQ WR WUDQVIHUULQJ WKH ULJKW WR XVH

DQG EHQHILW RI D JRRG DQG VHUYLFH EDVHG RQ UHQWDO WUDQVDFWLRQ ZKLFK ZDV QRW IROORZHG E\ WUDQVIHU RI WKH

JRRGV RZQHUVKLS WR WKH OHVVHH� ,MDUDK PXQWDKL\DK ELWWDPOLN LV DQ DJUHHPHQW RQ WKH DYDLODELOLW\ RI IXQG

LQ UHODWLRQ WR WUDQVIHUULQJ WKH XVH ULJKW DQG EHQHILW RI D JRRG RU VHUYLFH EDVHG RQ UHQWDO WUDQVDFWLRQ

ZLWK DQ RSWLRQ WR WUDQVIHU WKH RZQHUVKLS WLWOH RI JRRGV WR WKH OHVVHH� ,MDUDK UHFHLYDEOHV DUH UHFRJQLVHG

DW GXH GDWH DW WKH DPRXQW RI OHDVH LQFRPH QRW \HW UHFHLYHG DQG SUHVHQWHG DW LWV QHW UHDOLVDEOH YDOXH�

ZKLFK�LV�WKH�RXWVWDQGLQJ�EDODQFH�RI�WKH�UHFHLYDEOHV�

0XGDUDED DQG ,MDUDK UHFHLYDEOHV DUH FODVVLILHG DV GHEW LQVWUXPHQWV DW DPRUWLVHG FRVW� 5HIHU WR 1RWH

������IRU�WKH�DFFRXQWLQJ�SROLF\�RQ�GHEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW�

'HSRVLWV OLDELOLWLHV RQ QRQ�LQWHUHVW EDQNLQJ DUH FODVVLILHG DV ILQDQFLDO OLDELOLWLHV DW DPRUWLVHG FRVW�

,QFUHPHQWDO FRVWV GLUHFWO\ DWWULEXWDEOH WR DFTXLVWLRQ RI GHSRVLWV RQ QRQ�LQWHUHVW EDQNLQJ DUH LQFOXGHG LQ

WKH DPRXQW RI GHSRVLWV DQG DPRUWLVHG RYHU WKH H[SHFWHG OLIH RI WKH GHSRVLWV� 5HIHU WR 1RWH �����F�LL�

IRU�WKH�DFFRXQWLQJ�SROLF\�IRU�ILQDQFLDO�OLDELOLWLHV�DW�DPRUWLVHG�FRVW�DERYH�

7KH IROORZLQJ DUH WKH VWDQGDUGV� SURQRXQFHPHQWV DQG DPHQGPHQWV HIIHFWLYH IRU DQQXDO SHULRGV

EHJLQQLQJ�RQ�RU�DIWHU���-DQXDU\������

7KH IROORZLQJ DVVHVVPHQWV KDYH EHHQ PDGH RQ WKH EDVLV RI WKH IDFWV DQG FLUFXPVWDQFHV WKDW H[LVWHG DW

WKH�GDWH�RI�LQLWLDO�DSSOLFDWLRQ�

��7KH�GHWHUPLQDWLRQ�RI�WKH�EXVLQHVV�PRGHO�ZLWKLQ�ZKLFK�D�ILQDQFLDO�DVVHW�LV�KHOG�

��7KH�GHVLJQDWLRQ�RI�FHUWDLQ�LQYHVWPHQWV�LQ�HTXLW\�LQVWUXPHQWV�QRW�KHOG�IRU�WUDGLQJ�DW�)92&,�
,I D ULVN IUHH DQG JLOW HGJHG GHEW LQVWUXPHQW KDV ORZ FUHGLW ULVN HTXLYDOHQW WR LQYHVWPHQW JUDGH DW WKH

GDWH RI LQLWLDO DSSOLFDWLRQ RI ,)56 �� WKHQ WKH *URXS KDV DVVXPHG WKDW FUHGLW ULVN RQ WKH DVVHW KDG QRW

LQFUHDVHG�VLJQLILFDQWO\�VLQFH�LQLWLDO�UHFRJQLWLRQ�

!�,)56���)LQDQFLDO�,QVWUXPHQWV

!�,)56����5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV

!�,)5,&�,QWHUSUHWDWLRQ����)RUHLJQ�&XUUHQF\�7UDQVDFWLRQV�DQG�$GYDQFH�&RQVLGHUDWLRQ

!�&ODVVLILFDWLRQ�DQG�0HDVXUHPHQW�RI�6KDUH�EDVHG�3D\PHQW�7UDQVDFWLRQV�±

$PHQGPHQWV�WR�,)56��

!�$SSO\LQJ�,)56���)LQDQFLDO�,QVWUXPHQWV�ZLWK�,)56���,QVXUDQFH�&RQWUDFWV���$PHQGPHQWV�WR�,)56��

!�/RQJ�WHUP�,QWHUHVWV�LQ�$VVRFLDWHV�DQG�-RLQW�9HQWXUHV���$PHQGPHQWV�WR�,$6���

!�7UDQVIHUV�RI�,QYHVWPHQW�3URSHUW\�±�$PHQGPHQWV�WR�,$6���

!�$,3�,$6������,QYHVWPHQW�LQ�$VVRFLDWHV

!�$,3�,)56���)LUVW�WLPH�$GRSWLRQ�RI�,)56���'HOHWLRQ�RI�VKRUW�WHUP�H[HPSWLRQV�IRU�ILUVW�WLPH�DGRSWHUV

7KH *URXS DSSOLHG IRU WKH ILUVW WLPH� WKH VWDQGDUGV DQG DPHQGPHQWV WKDW DUH DSSOLFDEOH� 7KH *URXS KDV

QRW HDUO\ DGRSWHG DQ\ VWDQGDUG� LQWHUSUHWDWLRQ RU DPHQGPHQW WKDW KDV EHHQ LVVXHG EXW LV QRW \HW

HIIHFWLYH�
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��� &KDQJHV�LQ�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

D��&ODVVLILFDWLRQV�RI�ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV

7KH NH\ FKDQJHV WR WKH *URXS
V DFFRXQWLQJ SROLFLHV UHVXOWLQJ IURP LWV DGRSWLRQ RI ,)56 � DUH

VXPPDULVHG�EHORZ�

7KH *URXS FODVVLILHG LWV ILQDQFLDO DVVHWV DV VXEVHTXHQWO\ PHDVXUHG DW HLWKHU DPRUWLVHG FRVW RU IDLU

YDOXH GHSHQGLQJ RQ WKH *URXS
V EXVLQHVV PRGHO IRU PDQDJLQJ WKH ILQDQFLDO DVVHWV DQG WKH FRQWUDFWXDO

FDVK�IORZ�FKDUDFWHULVWLFV�RI�WKH�ILQDQFLDO�DVVHWV�

7KH�IROORZLQJ�VXPPDULVHV�WKH�NH\�FKDQJHV�

��7KH�KHOG�WR�PDWXULW\�DQG�DYDLODEOH�IRU�VDOH�ILQDQFLDO�DVVHWV�FDWHJRULHV�ZHUH�UHPRYHG�

� $ QHZ DVVHW FDWHJRU\ PHDVXUHG DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH �)92&,� ZDV

LQWURGXFHG� 7KLV DSSOLHV WR GHEW LQVWUXPHQWV ZLWK FRQWUDFWXDO FDVK IORZ FKDUDFWHULVWLFV WKDW DUH VROHO\

SD\PHQWV RI SULQFLSDO DQG LQWHUHVW DQG KHOG LQ D EXVLQHVV PRGHO ZKRVH REMHFWLYH LV DFKLHYHG E\ ERWK

FROOHFWLQJ FRQWUDFWXDO FDVK IORZV DQG VHOOLQJ ILQDQFLDO DVVHWV� $OO RI WKH *URXS
V DYDLODEOH�IRU�VDOH GHEW

LQVWUXPHQWV�ZHUH�FODVVLILHG�LQ�WKLV�FDWHJRU\�

� $ QHZ DVVHW FDWHJRU\ IRU QRQ�WUDGHG HTXLW\ LQYHVWPHQWV PHDVXUHG DW )92&, ZDV LQWURGXFHG� $OO RI

WKH�*URXS
V�DYDLODEOH�IRU�VDOH�HTXLW\�LQVWUXPHQWV�ZHUH�FODVVLILHG�LQ�WKLV�FDWHJRU\�

� 'HULYDWLYHV HPEHGGHG LQ FRQWUDFWV ZKHUH WKH KRVW LV D ILQDQFLDO DVVHW LQ WKH VFRSH RI ,)56 �� DUH

QHYHU�ELIXUFDWHG��,QVWHDG��WKH�ZKROH�K\EULG�LQVWUXPHQW�LV�DVVHVVHG�IRU�FODVVLILFDWLRQ�

,QYHVWPHQWV LQ ILQDQFLDO DVVHWV DUH FODVVLILHG DV HLWKHU GHEW RU HTXLW\ LQYHVWPHQWV LQ DFFRUGDQFH ZLWK

,$6����)LQDQFLDO�,QVWUXPHQWV��3UHVHQWDWLRQ�

7KH *URXS DGRSWHG WKH JHQHUDO ([SHFWHG &UHGLW /RVV �(&/� PRGHO IRU ORDQV DQG DGYDQFHV WR EDQNV�

ORDQV DQG DGYDQFHV WR FXVWRPHUV� RWKHU GHEW LQVWUXPHQWV PHDVXUHG DW DPRUWLVHG FRVW� GHEW

LQVWUXPHQWV PHDVXUHG DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH� ORDQ FRPPLWPHQWV DQG

ILQDQFLDO�JXDUDQWHHV��(&/�PRGHO�LV�QRW�DSSOLHG�WR�HTXLW\�LQVWUXPHQWV�

,Q DFFRUGDQFH ZLWK WKH WUDQVLWLRQ UHTXLUHPHQWV IRU FODVVLILFDWLRQ DQG PHDVXUHPHQW DQG LPSDLUPHQW�

WKH�*URXS�KDV�QRW�UHVWDWHG�FRPSDUDWLYH�SHULRGV��$V�D�FRQVHTXHQFH�

� $Q\ DGMXVWPHQWV WR FDUU\LQJ DPRXQWV RI ILQDQFLDO DVVHWV RU OLDELOLWLHV DUH UHFRJQLVHG DW WKH EHJLQQLQJ

RI WKH FXUUHQW UHSRUWLQJ SHULRG� ZLWK WKH GLIIHUHQFH UHFRJQLVHG LQ RSHQLQJ UHWDLQHG HDUQLQJV �RU

DQRWKHU�FRPSRQHQW�RI�HTXLW\�DV�DSSURSULDWH��

��)LQDQFLDO�DVVHWV�DUH�QRW�UHFODVVLILHG�LQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�IRU�WKH�FRPSDUDWLYH�SHULRG�

��$OORZDQFH�IRU�LPSDLUPHQW�KDV�QRW�EHHQ�UHVWDWHG�LQ�WKH�FRPSDUDWLYH�SHULRG�

1HZ DFFRXQWLQJ SROLFLHV KDYH EHHQ GLVFORVHG� DQG UHIHUHQFHV WR WKH ROG SROLFLHV LQFOXGHG� ZKLFK DUH

DSSOLHG�WR�WKH�DPRXQWV�SUHVHQWHG�LQ�WKH�FRPSDUDWLYH�SHULRG�
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��� &KDQJHV�LQ�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

E��,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV

L��6WDJH�������PRQWKV�(&/

LL��6WDJH����/LIHWLPH�(&/���QRW�FUHGLW�LPSDLUHG

LLL��6WDJH����/LIHWLPH�(&/���FUHGLW�LPSDLUHG

)RU DQ H[SODQDWLRQ RI KRZ WKH *URXS FODVVLILHV LWV ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV XQGHU ,)56 ��

VHH�WKH�1RWH�RQ�DGRSWLRQ�RI�,)56���LQ�WKH�ILQDQFLDO�VWDWHPHQWV�

,)56 � LPSDLUPHQW UHTXLUHPHQWV DUH EDVHG RQ DQ H[SHFWHG FUHGLW ORVV PRGHO� UHSODFLQJ WKH LQFXUUHG

ORVV PRGHO XQGHU ,$6 ��� .H\ FKDQJHV LQ WKH *URXS
V DFFRXQWLQJ SROLF\ IRU LPSDLUPHQW RI ILQDQFLDO

DVVHWV�DUH�OLVWHG�EHORZ�

7KH *URXS DSSOLHV D WKUHH�VWDJH DSSURDFK WR PHDVXULQJ H[SHFWHG FUHGLW ORVVHV �(&/� RQ GHEW

LQVWUXPHQWV DFFRXQWHG IRU DW DPRUWLVHG FRVW� )92&,� ORDQ FRPPLWPHQW DQG ILQDQFLDO JXDUDQWHH

FRQWUDFWV� $VVHWV PLJUDWH WKURXJK WKH IROORZLQJ WKUHH VWDJHV EDVHG RQ WKH FKDQJH LQ FUHGLW TXDOLW\

VLQFH�LQLWLDO�UHFRJQLWLRQ�

)RU H[SRVXUHV ZKHUH WKHUH KDV QRW EHHQ D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN VLQFH LQLWLDO UHFRJQLWLRQ DQG

WKDW DUH QRW FUHGLW�LPSDLUHG XSRQ RULJLQDWLRQ� WKH SRUWLRQ RI WKH OLIHWLPH (&/ DVVRFLDWHG ZLWK WKH

SUREDELOLW\ RI GHIDXOW HYHQWV RFFXUULQJ ZLWKLQ WKH QH[W �� PRQWKV LV UHFRJQLVHG� ,QWHUHVW UHYHQXH LV

FDOFXODWHG�E\�DSSO\LQJ�WKH�HIIHFWLYH�LQWHUHVW�UDWH�WR�WKH�JURVV�FDUU\LQJ�DPRXQW�

)RU FUHGLW H[SRVXUHV ZKHUH WKHUH KDV EHHQ D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN VLQFH LQLWLDO UHFRJQLWLRQ

EXW DUH QRW FUHGLW�LPSDLUHG� D OLIHWLPH (&/ LV UHFRJQLVHG� ,QWHUHVW UHYHQXH LV FDOFXODWHG E\ DSSO\LQJ WKH

HIIHFWLYH�LQWHUHVW�UDWH�WR�WKH�JURVV�FDUU\LQJ�DPRXQW�

)LQDQFLDO DVVHWV DUH DVVHVVHG DV FUHGLW�LPSDLUHG ZKHQ RQH RU PRUH HYHQWV WKDW KDYH D GHWULPHQWDO

LPSDFW RQ WKH HVWLPDWHG IXWXUH FDVK IORZV RI WKDW DVVHW KDYH RFFXUUHG� $V WKLV XVHV WKH VDPH FULWHULD

DV XQGHU ,$6 ��� WKH *URXS
V PHWKRGRORJ\ IRU VSHFLILF SURYLVLRQV UHPDLQV XQFKDQJHG� )RU ILQDQFLDO

DVVHWV WKDW KDYH EHFRPH FUHGLW�LPSDLUHG� D OLIHWLPH (&/ LV UHFRJQLVHG DQG LQWHUHVW UHYHQXH LV

FDOFXODWHG E\ DSSO\LQJ WKH HIIHFWLYH LQWHUHVW UDWH WR WKH DPRUWLVHG FRVW UDWKHU WKDQ WKH JURVV FDUU\LQJ

DPRXQW�

$W HDFK UHSRUWLQJ GDWH� WKH *URXS DVVHVVHV ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

IRU ILQDQFLDO DVVHWV VLQFH LQLWLDO UHFRJQLWLRQ E\ FRPSDULQJ WKH ULVN RI GHIDXOW RFFXUULQJ RYHU WKH

H[SHFWHG�OLIH�EHWZHHQ�WKH�UHSRUWLQJ�GDWH�DQG�WKH�GDWH�RI�LQLWLDO�UHFRJQLWLRQ�

,Q GHWHUPLQLQJ ZKHWKHU FUHGLW ULVN KDV LQFUHDVHG VLJQLILFDQWO\ VLQFH LQLWLDO UHFRJQLWLRQ� WKH *URXS XVHV

LWV LQWHUQDO FUHGLW ULVN JUDGLQJ V\VWHP� H[WHUQDO ULVN UDWLQJV DQG IRUHFDVW LQIRUPDWLRQ WR DVVHVV

GHWHULRUDWLRQ�LQ�FUHGLW�TXDOLW\�RI�D�ILQDQFLDO�DVVHW�

7KH *URXS DVVHVVHV ZKHWKHU WKH FUHGLW ULVN RQ D ILQDQFLDO DVVHW KDV LQFUHDVHG VLJQLILFDQWO\ RQ DQ

LQGLYLGXDO RU FROOHFWLYH EDVLV� )RU WKH SXUSRVHV RI D FROOHFWLYH HYDOXDWLRQ RI LPSDLUPHQW� ILQDQFLDO DVVHWV

DUH JURXSHG RQ WKH EDVLV RI VKDUHG FUHGLW ULVN FKDUDFWHULVWLFV� WDNLQJ LQWR DFFRXQW LQVWUXPHQW W\SH�

FUHGLW ULVN UDWLQJV� GDWH RI LQLWLDO UHFRJQLWLRQ� UHPDLQLQJ WHUP WR PDWXULW\� LQGXVWU\� JHRJUDSKLFDO

ORFDWLRQ�RI�WKH�ERUURZHU�DQG�RWKHU�UHOHYDQW�IDFWRUV�

&ODVVLILFDWLRQ RI ILQDQFLDO OLDELOLWLHV UHPDLQHG ODUJHO\ XQFKDQJHG IRU WKH *URXS� )LQDQFLDO OLDELOLWLHV

FRQWLQXH WR EH PHDVXUHG DW HLWKHU DPRUWLVHG FRVW RU )973/� +RZHYHU� DOWKRXJK XQGHU ,$6 �� DOO IDLU

YDOXH FKDQJHV RI OLDELOLWLHV GHVLJQDWHG XQGHU WKH IDLU YDOXH RSWLRQ ZHUH UHFRJQLVHG LQ SURILW RU ORVV�

XQGHU�,)56���IDLU�YDOXH�FKDQJHV�DUH�JHQHUDOO\�SUHVHQWHG�DV�IROORZV�

� 7KH DPRXQW RI FKDQJHV LQ WKH IDLU YDOXH WKDW LV DWWULEXWDEOH WR FKDQJHV LQ WKH FUHGLW ULVN RI WKH OLDELOLW\

LV�SUHVHQWHG�LQ�2&,��DQG

��7KH�UHPDLQLQJ�DPRXQW�RI�FKDQJH�LQ�WKH�IDLU�YDOXH�LV�SUHVHQWHG�LQ�SURILW�RU�ORVV�
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��� &KDQJHV�LQ�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

������,)56���5HYLVHG��,)56��5�

7KH DPRXQW RI (&/ LV PHDVXUHG DV WKH SUREDELOLW\�ZHLJKWHG SUHVHQW YDOXH RI DOO FDVK VKRUWIDOOV RYHU WKH

H[SHFWHG OLIH RI WKH ILQDQFLDO DVVHW GLVFRXQWHG DW LWV RULJLQDO HIIHFWLYH LQWHUHVW UDWH� 7KH FDVK VKRUWIDOO LV

WKH GLIIHUHQFH EHWZHHQ DOO FRQWUDFWXDO FDVK IORZV WKDW DUH GXH WR WKH *URXS DQG DOO WKH FDVK IORZV WKDW

WKH *URXS H[SHFWV WR UHFHLYH� 7KH DPRXQW RI WKH ORVV LV UHFRJQLVHG XVLQJ DQ DOORZDQFH IRU FUHGLW ORVVHV

DFFRXQW�

7KH *URXS FRQVLGHUV LWV KLVWRULFDO ORVV H[SHULHQFH DQG DGMXVWV WKLV IRU FXUUHQW REVHUYDEOH GDWD� ,Q

DGGLWLRQ� WKH *URXS XVHV UHDVRQDEOH DQG VXSSRUWDEOH IRUHFDVWV RI IXWXUH HFRQRPLF FRQGLWLRQV LQFOXGLQJ

H[SHULHQFH MXGJPHQW WR HVWLPDWH WKH DPRXQW RI DQ H[SHFWHG LPSDLUPHQW ORVV� ,)56 � LQWURGXFHV WKH

XVH RI PDFURHFRQRPLF IDFWRUV ZKLFK LQFOXGH� EXW LV QRW OLPLWHG WR� XQHPSOR\PHQW� LQWHUHVW UDWHV� JURVV

GRPHVWLF SURGXFW� LQIODWLRQ DQG FRPPHUFLDO SURSHUW\ SULFHV� DQG UHTXLUHV DQ HYDOXDWLRQ RI ERWK WKH

FXUUHQW DQG IRUHFDVW GLUHFWLRQ RI WKH HFRQRPLF F\FOH� ,QFRUSRUDWLQJ IRUZDUG ORRNLQJ LQIRUPDWLRQ

LQFUHDVHV WKH OHYHO RI MXGJHPHQW DV WR KRZ FKDQJHV LQ WKHVH PDFURHFRQRPLF IDFWRUV ZLOO DIIHFW (&/�

7KH PHWKRGRORJ\ DQG DVVXPSWLRQV LQFOXGLQJ DQ\ IRUHFDVWV RI IXWXUH HFRQRPLF FRQGLWLRQV DUH UHYLHZHG

UHJXODUO\�

,I� LQ D VXEVHTXHQW SHULRG� FUHGLW TXDOLW\ LPSURYHV DQG UHYHUVHV DQ\ SUHYLRXVO\ DVVHVVHG VLJQLILFDQW

LQFUHDVH LQ FUHGLW ULVN VLQFH RULJLQDWLRQ� GHSHQGLQJ RQ WKH VWDJH RI WKH OLIH WLPH �VWDJH � RU VWDJH �� RI

WKH (&/ EXFNHW� WKH *URXS ZRXOG FRQWLQXH WR PRQLWRU VXFK ILQDQFLDO DVVHWV IRU D SUREDWLRQDU\ SHULRG RI

�� GD\V WR FRQILUP LI WKH ULVN RI GHIDXOW KDV GHFUHDVHG VXIILFLHQWO\ EHIRUH XSJUDGLQJ VXFK H[SRVXUH

IURP OLIH WLPH (&/ �6WDJH �� WR ��� PRQWKV (&/ �6WDJH ��� ,Q DGGLWLRQ WR �� GD\V SUREDWLRQDU\ SHULRG

DERYH� WKH *URXS DOVR REVHUYHV D IXUWKHU SUREDWLRQDU\ SHULRG RI �� GD\V WR XSJUDGH IURP 6WDJH � WR ��

7KLV PHDQV D SUREDWLRQDU\ SHULRG RI ��� GD\V ZLOO EH REVHUYHG EHIRUH XSJUDGLQJ ILQDQFLDO DVVHWV IURP

OLIHWLPH�(&/��6WDJH����WR����PRQWKV�(&/��6WDJH����

,Q WKH FDVH RI WKH QHZ DVVHW FDWHJRU\ IRU GHEW LQVWUXPHQWV PHDVXUHG DW )92&,� WKH PHDVXUHPHQW RI

(&/ LV EDVHG RQ WKH WKUHH�VWDJH DSSURDFK DV DSSOLHG WR ILQDQFLDO DVVHWV DW DPRUWLVHG FRVW� 7KH *URXS

UHFRJQLVHV WKH LPSDLUPHQW FKDUJH LQ SURILW RU ORVV� ZLWK WKH FRUUHVSRQGLQJ DPRXQW UHFRJQLVHG LQ RWKHU

FRPSUHKHQVLYH�LQFRPH��ZLWK�QR�UHGXFWLRQ�LQ�WKH�FDUU\LQJ�DPRXQW�LQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�

2YHUDOO� LPSDLUPHQW XQGHU ,)56 � UHVXOWV LQ HDUOLHU UHFRJQLWLRQ RI FUHGLW ORVVHV WKDQ XQGHU ,$6 ��� )RU

H[SODQDWLRQ RI KRZ WKH *URXS DSSOLHV WKH LPSDLUPHQW UHTXLUHPHQWV RI ,)56 �� VHH WKH 1RWH RQ DGRSWLRQ

RI�,)56���LQ�WKH�ILQDQFLDO�VWDWHPHQWV�

7R UHIOHFW WKH GLIIHUHQFHV EHWZHHQ ,)56 � DQG ,$6 ��� ,)56 � )LQDQFLDO ,QVWUXPHQWV� 'LVFORVXUHV ZDV

XSGDWHG DQG WKH *URXS KDV DGRSWHG LW� WRJHWKHU ZLWK ,)56 �� IRU WKH \HDU EHJLQQLQJ � -DQXDU\ �����

&KDQJHV LQFOXGH WUDQVLWLRQ GLVFORVXUHV DV VKRZQ LQ 1RWH ���� GHWDLOHG TXDOLWDWLYH DQG TXDQWLWDWLYH

LQIRUPDWLRQ DERXW WKH (&/ FDOFXODWLRQV VXFK DV WKH DVVXPSWLRQV DQG LQSXWV XVHG DUH VHW RXW LQ 1RWH

������5HFRQFLOLDWLRQ�IURP�RSHQLQJ�WR�FORVLQJ�(&/�DOORZDQFH�DUH�VHW�RXW�LQ�1RWH��������	����

�������,)56����5HYHQXH�IURP�FRQWUDFWV�ZLWK�FXVWRPHUV

7KH *URXS DGRSWHG ,)56 �� 5HYHQXH IURP FRQWUDFWV ZLWK FXVWRPHUV RQ LWV HIIHFWLYH GDWH RI � -DQXDU\

����� ,)56 �� UHSODFHV ,$6 �� 5HYHQXH DQG HVWDEOLVKHV D ILYH�VWHS PRGHO WR DFFRXQW IRU UHYHQXH

DULVLQJ IURP FRQWUDFWV ZLWK FXVWRPHUV� ,W DSSOLHV WR DOO FRQWUDFWV ZLWK FXVWRPHUV H[FHSW OHDVHV�

ILQDQFLDO LQVWUXPHQWV DQG LQVXUDQFH FRQWUDFWV� 7KH VWDQGDUG HVWDEOLVKHV D PRUH V\VWHPDWLF DSSURDFK

IRU UHYHQXH PHDVXUHPHQW DQG UHFRJQLWLRQ E\ LQWURGXFLQJ D ILYH�VWHS PRGHO JRYHUQLQJ UHYHQXH

UHFRJQLWLRQ� 7KH ILYH�VWHS PRGHO UHTXLUHV WKH *URXS WR �L� LGHQWLI\ WKH FRQWUDFW ZLWK WKH FXVWRPHU� �LL�

LGHQWLI\ HDFK RI WKH SHUIRUPDQFH REOLJDWLRQV LQFOXGHG LQ WKH FRQWUDFW� �LLL� GHWHUPLQH WKH DPRXQW RI

FRQVLGHUDWLRQ LQ WKH FRQWUDFW� �LY� DOORFDWH WKH FRQVLGHUDWLRQ WR HDFK RI WKH LGHQWLILHG SHUIRUPDQFH

REOLJDWLRQV�DQG��Y��UHFRJQLVH�UHYHQXH�DV�HDFK�SHUIRUPDQFH�REOLJDWLRQ�LV�VDWLVILHG�
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��� &KDQJHV�LQ�DFFRXQWLQJ�SROLFLHV���FRQWLQXHG

������,PSDFW�RI�DGRSWLRQ�RI�QHZ�VWDQGDUG�RQ�WKH�WKLUG�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ

�� 6LJQLILFDQW�DFFRXQWLQJ�MXGJHPHQWV��HVWLPDWHV�DQG�DVVXPSWLRQV

��� (VWLPDWHV�DQG�$VVXPSWLRQV

�L� 'HSUHFLDWLRQ�DQG�FDUU\LQJ�YDOXH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW

�LL� $PRUWLVDWLRQ�DQG�FDUU\LQJ�YDOXH�RI�LQWDQJLEOH�DVVHWV

�LLL� 'HWHUPLQDWLRQ�RI�LPSDLUPHQW�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW��DQG�LQWDQJLEOH�DVVHWV

7KH HVWLPDWLRQ RI WKH XVHIXO OLYHV RI DVVHWV LV EDVHG RQ PDQDJHPHQW¶V MXGJHPHQW� $Q\ PDWHULDO

DGMXVWPHQW WR WKH HVWLPDWHG XVHIXO OLYHV RI LWHPV RI LQWDQJLEOH DVVHWV ZLOO KDYH DQ LPSDFW RQ WKH

FDUU\LQJ�YDOXH�RI�WKHVH�LWHPV��6HH�1RWH����IRU�IXUWKHU�LQIRUPDWLRQ�GLVFORVXUH�RQ��LQWDQJLEOH�DVVHWV�

7KHUH DUH QR VLJQLILFDQW LPSDFWV IURP WKH DGRSWLRQ RI ,)56 �� LQ UHODWLRQ WR WKH WLPLQJ RI ZKHQ WKH

*URXS UHFRJQLVHV UHYHQXHV RU ZKHQ UHYHQXH VKRXOG EH UHFRJQLVHG JURVV DV D SULQFLSDO RU QHW DV DQ

DJHQW� 7KHUHIRUH� 6WHUOLQJ %DQN ZLOO FRQWLQXH WR UHFRJQLVH IHH DQG FRPPLVVLRQ LQFRPH FKDUJHG IRU

VHUYLFHV SURYLGHG E\ WKH *URXS DV WKH VHUYLFHV DUH SURYLGHG �IRU H[DPSOH RQ FRPSOHWLRQ RI WKH

XQGHUO\LQJ WUDQVDFWLRQ�� 5HYHQXH UHFRJQLWLRQ IRU WUDGLQJ LQFRPH DQG QHW LQYHVWPHQW LQFRPH DUH

UHFRJQLVHG EDVHG RQ UHTXLUHPHQWV RI ,)56 �� ,Q DGGLWLRQ� JXLGDQFH RQ LQWHUHVW DQG GLYLGHQG LQFRPH

KDYH�EHHQ�PRYHG�IURP�,$6����WR�,)56���ZLWKRXW�VLJQLILFDQW�FKDQJHV�WR�WKH�UHTXLUHPHQWV�

7KH *URXS DGRSWHG QHZ ,)56 VWDQGDUGV GXULQJ WKH SHULRG ZKLFK OHG WR FKDQJHV LQ LWV DFFRXQWLQJ

SROLFLHV� 7KH *URXS DSSOLHG WKHVH FKDQJHV LQ DFFRXQWLQJ SROLFLHV XVLQJ WKH PRGLILHG UHWURVSHFWLYH

DSSURDFK DQG DV VXFK LW LV QRW H[SHFWHG WR SUHVHQW D WKLUG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ� +RZHYHU� WKH

WKLUG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LV QRW SUHVHQWHG EHFDXVH WKH UHWURVSHFWLYH DGMXVWPHQWV KDYH QR

LPSDFW RQ WKH WKLUG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ� 7KLV LV EHFDXVH WKH *URXS RSWHG QRW WR UHVWDWH WKH

FRPSDUDWLYH�ILJXUHV�DV�SHUPLWWHG�E\�,)56���

7KH SUHSDUDWLRQ RI WKH *URXS¶V FRQVROLGDWHG DQG VHSDUDWH ILQDQFLDO VWDWHPHQWV UHTXLUHV PDQDJHPHQW

WR PDNH MXGJHPHQWV� HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG DPRXQW RI UHYHQXHV�

H[SHQVHV� DVVHWV DQG OLDELOLWLHV DQG WKH DFFRPSDQ\LQJ GLVFORVXUH� DV ZHOO DV WKH GLVFORVXUH RI

FRQWLQJHQW OLDELOLW\ DERXW WKHVH DVVXPSWLRQV DQG HVWLPDWHV WKDW FRXOG UHVXOW LQ RXWFRPH WKDW UHTXLUH D

PDWHULDO�DGMXVWPHQW�WR�WKH�FDUU\LQJ�DPRXQW�RI�DVVHWV�DQG�OLDELOLWLHV�DIIHFWHG�LQ�IXWXUH�SHULRGV�

0DQDJHPHQW GLVFXVVHV ZLWK WKH $XGLW &RPPLWWHH WKH GHYHORSPHQW� VHOHFWLRQ DQG GLVFORVXUH RI WKH

*URXS¶V�FULWLFDO�DFFRXQWLQJ�SROLFLHV�DQG�HVWLPDWHV��DQG�WKH�DSSOLFDWLRQ�RI�WKHVH�SROLFLHV�DQG�HVWLPDWHV�

7KH NH\ DVVXPSWLRQ FRQFHUQLQJ WKH IXWXUH DQG RWKHU NH\ VRXUFHV RI HVWLPDWLRQ XQFHUWDLQO\ DW WKH

UHSRUWLQJ GDWH� WKDW KDYH D VLJQLILFDQW ULVN RI FDXVLQJ D PDWHULDO DGMXVWPHQW WR WKH FDUU\LQJ DPRXQWV RI

DVVHWV DQG OLDELOLWLHV ZLWKLQ WKH QH[W ILQDQFLDO SHULRG� DUH GHVFULEHG EHORZ� 7KH *URXS EDVHG LWV

DVVXPSWLRQV DQG HVWLPDWHV RQ SDUDPHWHUV DYDLODEOH ZKHQ WKH ILQDQFLDO VWDWHPHQWV ZHUH SUHSDUHG�

([LVWLQJ FLUFXPVWDQFHV DQG DVVXPSWLRQ DERXW IXWXUH GHYHORSPHQWV� KRZHYHU� PD\ FKDQJH GXH WR

PDUNHW FKDQJHV RU FLUFXPVWDQFHV EH\RQG WKH FRQWURO RI WKH *URXS� 6XFK FKDQJHV DUH UHIOHFWHG LQ WKH

DVVXPSWLRQV�ZKHQ�WKH\�RFFXU�

0DQDJHPHQW LV UHTXLUHG WR PDNH MXGJHPHQWV FRQFHUQLQJ WKH FDXVH� WLPLQJ DQG DPRXQW RI LPSDLUPHQW�

,Q WKH LGHQWLILFDWLRQ RI LPSDLUPHQW LQGLFDWRUV� PDQDJHPHQW FRQVLGHUV WKH LPSDFW RI FKDQJHV LQ FXUUHQW

FRPSHWLWLYH FRQGLWLRQV� FRVW RI FDSLWDO� DYDLODELOLW\ RI IXQGLQJ� WHFKQRORJLFDO REVROHVFHQFH�

GLVFRQWLQXDQFH RI VHUYLFHV DQG RWKHU FLUFXPVWDQFHV WKDW FRXOG LQGLFDWH WKDW LPSDLUPHQW H[LVWV� 7KH

*URXS DSSOLHV WKH LPSDLUPHQW DVVHVVPHQW WR LWV VHSDUDWH FDVK JHQHUDWLQJ XQLWV� 7KLV UHTXLUHV

PDQDJHPHQW WR PDNH VLJQLILFDQW MXGJHPHQWV DQG HVWLPDWHV FRQFHUQLQJ WKH H[LVWHQFH RI LPSDLUPHQW

LQGLFDWRUV� VHSDUDWH FDVK JHQHUDWLQJ XQLWV� UHPDLQLQJ XVHIXO OLYHV RI DVVHWV� SURMHFWHG FDVK IORZV DQG

QHW UHDOLVDEOH YDOXHV� 0DQDJHPHQW¶V MXGJHPHQW LV DOVR UHTXLUHG ZKHQ DVVHVVLQJ ZKHWKHU D SUHYLRXVO\

UHFRJQLVHG�LPSDLUPHQW�ORVV�VKRXOG�EH�UHYHUVHG�

7KH HVWLPDWLRQ RI WKH XVHIXO OLYHV RI DVVHWV LV EDVHG RQ PDQDJHPHQW¶V MXGJHPHQW� $Q\ PDWHULDO

DGMXVWPHQW WR WKH HVWLPDWHG XVHIXO OLYHV RI LWHPV RI SURSHUW\� SODQW DQG HTXLSPHQW ZLOO KDYH DQ LPSDFW

RQ�WKH�FDUU\LQJ�YDOXH�RI�WKHVH�LWHPV��6HH�1RWH����IRU�IXUWKHU�GLVFORVXUH�RQ��LQWDQJLEOH�DVVHWV�
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��� (VWLPDWHV�DQG�$VVXPSWLRQV��FRQWLQXHG

�LY� 'HWHUPLQDWLRQ�RI�FROODWHUDO�YDOXH

�Y� %XVLQHVV�PRGHO�DVVHVVPHQW

,PSDLUPHQW�RI�ILQDQFLDO�DVVHWV

7KH PHDVXUHPHQW RI LPSDLUPHQW ORVVHV ERWK XQGHU ,)56 � DQG ,$6 �� DFURVV DOO FDWHJRULHV RI ILQDQFLDO

DVVHWV UHTXLUHV MXGJHPHQW� LQ SDUWLFXODU� WKH HVWLPDWLRQ RI WKH DPRXQW DQG WLPLQJ RI IXWXUH FDVK IORZV

DQG FROODWHUDO YDOXHV ZKHQ GHWHUPLQLQJ LPSDLUPHQW ORVVHV DQG WKH DVVHVVPHQW RI D VLJQLILFDQW LQFUHDVH

LQ FUHGLW ULVN� 7KHVH HVWLPDWHV DUH GULYHQ E\ D QXPEHU RI IDFWRUV� FKDQJHV LQ ZKLFK FDQ UHVXOW LQ

GLIIHUHQW�OHYHOV�RI�DOORZDQFHV�

7KH %DQN¶V (&/ FDOFXODWLRQV DUH RXWSXWV RI FRPSOH[ PRGHOV ZLWK D QXPEHU RI XQGHUO\LQJ DVVXPSWLRQV

UHJDUGLQJ WKH FKRLFH RI YDULDEOH LQSXWV DQG WKHLU LQWHUGHSHQGHQFLHV� (OHPHQWV RI WKH (&/ PRGHOV WKDW

DUH�FRQVLGHUHG�DFFRXQWLQJ�MXGJHPHQWV�DQG�HVWLPDWHV�LQFOXGH�

-XGJHPHQW LV UHTXLUHG E\ PDQDJHPHQW LQ WKH HVWLPDWLRQ RI WKH DPRXQW DQG WLPLQJ RI IXWXUH FDVK IORZV

ZKHQ GHWHUPLQLQJ DQ LPSDLUPHQW ORVV IRU ORDQV DQG DGYDQFHV� ,Q HVWLPDWLQJ WKHVH FDVK IORZV� WKH

*URXS PDNHV MXGJHPHQWV DERXW WKH ERUURZHU¶V ILQDQFLDO VLWXDWLRQ DQG WKH QHW UHDOL]DEOH YDOXH RI

FROODWHUDO� 7KHVH HVWLPDWHV DUH EDVHG RQ DVVXPSWLRQV DERXW D QXPEHU RI IDFWRUV DQG DFWXDO UHVXOWV

PD\�GLIIHU��UHVXOWLQJ�LQ�IXWXUH�FKDQJHV�WR�WKH�LPSDLUPHQW�DOORZDQFH�

$ FROOHFWLYH DVVHVVPHQW RI LPSDLUPHQW WDNHV LQWR DFFRXQW GDWD IURP WKH ORDQ SRUWIROLR �VXFK DV FUHGLW

TXDOLW\� OHYHOV RI DUUHDUV� FUHGLW XWLOLVDWLRQ� ORDQ WR FROODWHUDO UDWLRV HWF��� DQG FRQFHQWUDWLRQV RI ULVN DQG

HFRQRPLF GDWD �LQFOXGLQJ OHYHOV RI XQHPSOR\PHQW� UHDO HVWDWH SULFHV LQGLFHV� FRXQWU\ ULVN DQG WKH

SHUIRUPDQFH�RI�GLIIHUHQW�LQGLYLGXDO�JURXSV��

7KHVH�FULWLFDO�DVVXPSWLRQV�KDYH�EHHQ�DSSOLHG�FRQVLVWHQWO\�WR�DOO�SHULRGV�SUHVHQWHG��H[FHSW�DV�IROORZV�

7KH *URXS DSSOLHG WKH LPSDLUPHQW UHTXLUHPHQWV XQGHU ,)56 � IURP � -DQXDU\ ���� UHVXOWLQJ LQ

FKDQJHV WR WKH DVVXPSWLRQV XVHG IRU WKH FDOFXODWLRQ IRU DOORZDQFH IRU LPSDLUPHQW XVLQJ WKH H[SHFWHG

FUHGLW ORVV PRGHO� 7KH FRPSDUDWLYH SHULRG KDV QRW EHHQ UHVWDWHG IRU ,)56 �� 7KH NH\ FKDQJH XQGHU WKH

,)56 � H[SHFWHG FUHGLW ORVV PRGHO LV WKH XVH RI IRUHFDVW RI IXWXUH HFRQRPLF FRQGLWLRQV LQFOXGLQJ

PDFURHFRQRPLF IDFWRUV� 7KHVH KDYH EHHQ GLVFXVVHG LQ QRWH ����� DERYH ± &KDQJHV LQ DFFRXQWLQJ

SROLFLHV

$OORZDQFHV�IRU�FUHGLW�ORVVHV

0DQDJHPHQW PRQLWRUV PDUNHW YDOXH RI FROODWHUDO RQ D UHJXODU EDVLV� 0DQDJHPHQW XVHV LWV H[SHULHQFHG

MXGJHPHQW RU LQGHSHQGHQW RSLQLRQ WR DGMXVW WKH IDLU YDOXH WR UHIOHFW WKH FXUUHQW FLUFXPVWDQFHV� 7KH

DPRXQW DQG FROODWHUDO UHTXLUHG GHSHQG RQ WKH DVVHVVPHQW RI FUHGLW ULVN RI WKH FRXQWHUSDUW\� 7KH IDLU

YDOXH RI FROODWHUDO LV JHQHUDOO\ DVVHVVHG� DW D PLQLPXP� DW LQFHSWLRQ DQG EDVHG RQ WKH *URXS¶V TXDUWHUO\

UHSRUWLQJ VFKHGXOH� KRZHYHU VRPH FROODWHUDO� IRU H[DPSOH� FDVK RU VHFXULWLHV UHODWLQJ WR PDUJLQ

UHTXLUHPHQWV� LV YDOXHG GDLO\�7R WKH H[WHQW SRVVLEOH� WKH *URXS XVHV DFWLYH PDUNHW GDWD IRU YDOXLQJ

ILQDQFLDO DVVHWV� KHOG DV FROODWHUDO� 2WKHU ILQDQFLDO DVVHWV ZKLFK GR QRW KDYH D UHDGLO\ GHWHUPLQDEOH

PDUNHW YDOXH DUH YDOXHG XVLQJ PRGHOV� 1RQ�ILQDQFLDO FROODWHUDO� VXFK DV UHDO HVWDWH� LV YDOXHG EDVHG RQ

GDWD SURYLGHG E\ WKLUG SDUWLHV VXFK DV PRUWJDJH EURNHUV�KRXVLQJ SULFH LQGLFHV� DXGLWHG ILQDQFLDO

VWDWHPHQWV��DQG�RWKHU�LQGHSHQGHQW�VRXUFHV���6HH�1RWH����IRU�IXUWKHU�GLVFORVXUH�RQ�FROODWHUDO�YDOXH�

)RU ILQDQFLDO DVVHWV WKDW DUH KHOG IRU WKH SXUSRVH RI FROOHFWLQJ FRQWUDFWXDO FDVK IORZV� WKH *URXS KDV

DVVHVVHG ZKHWKHU WKH FRQWUDFWXDO WHUPV RI WKHVH DVVHWV DUH VROHO\ SD\PHQWV RI SULQFLSDO DQG LQWHUHVW

RQ�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ�
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��� (VWLPDWHV�DQG�$VVXPSWLRQV��FRQWLQXHG

�YL� )DLU�YDOXH�RI�ILQDQFLDO�LQVWUXPHQWV

�YLL� 'HIHUUHG�WD[�DVVHWV

��� -XGJPHQWV

�L� �*RLQJ�&RQFHUQ

�LL� 'HIHUUHG�WD[�DVVHW

��7KH�%DQN¶V�LQWHUQDO�FUHGLW�JUDGLQJ�PRGHO��ZKLFK�DVVLJQV�3'V�WR�WKH�LQGLYLGXDO�JUDGHV

� 7KH %DQN¶V FULWHULD IRU DVVHVVLQJ LI WKHUH KDV EHHQ D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN DQG VR

DOORZDQFHV IRU ILQDQFLDO DVVHWV VKRXOG EH PHDVXUHG RQ D /LIH WLPH ([SHFWHG FUHGLW ORVVHV �/7(&/� EDVLV

DQG�WKH�TXDOLWDWLYH�DVVHVVPHQW

��7KH�VHJPHQWDWLRQ�RI�ILQDQFLDO�DVVHWV�ZKHQ�WKHLU�(&/�LV�DVVHVVHG�RQ�D�FROOHFWLYH�EDVLV

��'HYHORSPHQW�RI�(&/�PRGHOV��LQFOXGLQJ�WKH�YDULRXV�IRUPXODV�DQG�WKH�FKRLFH�RI�LQSXWV

� 'HWHUPLQDWLRQ RI DVVRFLDWLRQV EHWZHHQ PDFURHFRQRPLF VFHQDULRV DQG� HFRQRPLF LQSXWV� VXFK DV

XQHPSOR\PHQW�OHYHOV�DQG�FROODWHUDO�YDOXHV��DQG�WKH�HIIHFW�RQ�3'V��($'V�DQG�/*'V

� 6HOHFWLRQ RI IRUZDUG�ORRNLQJ PDFURHFRQRPLF VFHQDULRV DQG WKHLU SUREDELOLW\ ZHLJKWLQJV� WR GHULYH WKH

HFRQRPLF�LQSXWV�LQWR�WKH�(&/�PRGHOV

-XGJHPHQWV DUH FRQWLQXDOO\ HYDOXDWHG DQG DUH EDVHG RQ KLVWRULFDO H[SHULHQFH DQG RWKHU IDFWRUV�

LQFOXGLQJ H[SHFWDWLRQ RI IXWXUH HYHQWV WKDW DUH EHOLHYHG WR EH UHVRQDEOH XQGHU WKH FLUFXPVWDQFHV� ,Q

WKH SURFHVV RI DSSO\LQJ WKH *URXS¶V DFFRXQWLQJ SROLFLHV� PDQDJHPHQW KDV PDGH WKH IROORZLQJ

MXGJHPHQWV��ZKLFK�KDYH�VLJQLILFDQW�HIIHFW�RQ�WKH�DPRXQW�UHFRJQLVHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�

7KH *URXS¶V PDQDJHPHQW KDV PDGH DQ DVVHVVPHQW RI LWV DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ DQG LV

VDWLVILHG WKDW LW KDV WKH UHVRXUFHV WR FRQWLQXH LQ WKH EXVLQHVV IRU WKH QH[W �� PRQWKV IURP LVVXDQFH RI

WKLV UHSRUW� )XUWKHUPRUH� PDQDJHPHQW LV QRW DZDUH RI DQ\ PDWHULDO XQFHUWDLQWLHV WKDW PD\ FDVW

VLJQLILFDQW GRXEW XSRQ WKH *URXS¶V DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ� 7KHUHIRUH� WKH FRQVROLGDWHG

DQG�VHSHUDWH�ILQDQFLDO�VWDWHPHQWV�FRQWLQXH�WR�EH�SUHSDUHG�RQ�WKH�JRLQJ�FRQFHUQ�EDVLV�

7KH GHWHUPLQDWLRQ RI IDLU YDOXH IRU ILQDQFLDO DVVHWV DQG OLDELOLWLHV IRU ZKLFK WKHUH LV QR REVHUYDEOH

PDUNHW SULFH UHTXLUHV WKH XVH RI WHFKQLTXHV DV GHVFULEHG LQ DFFRXQWLQJ SROLF\ 1RWH ������� )RU

ILQDQFLDO LQVWUXPHQWV WKDW WUDGH LQIUHTXHQWO\ DQG KDYH OLWWOH SULFH WUDQVSDUHQF\� IDLU YDOXH LV OHVV

REMHFWLYH� DQG UHTXLUHV YDU\LQJ GHJUHHV RI MXGJHPHQW GHSHQGLQJ RQ OLTXLGLW\� FRQFHQWUDWLRQ�

XQFHUWDLQW\�RI�PDUNHW�IDFWRUV��SULFLQJ�DVVXPSWLRQV�DQG�RWKHU�ULVNV�DIIHFWLQJ�WKH�VSHFLILF�LQVWUXPHQW�

'HIHUUHG WD[ DVVHWV DUH UHFRJQLVHG LQ UHVSHFW RI WD[ ORVVHV WR WKH H[WHQW WKDW LW LV SUREDEOH WKDW WKH

IXWXUH WD[DEOH SURILW ZLOO EH DYDLODEOH DJDLQVW ZKLFK WKH ORVVHV FDQ EH XWLOLVHG� -XGJHPHQW LV UHTXLUHG WR

GHWHUPLQH WKH DPRXQW RI GHIHUUHG WD[ WKDW FDQ EH UHFRJQLVHG� EDVHG XSRQ WKH OLNHO\ WLPLQJ DQG OHYHO RI

IXWXUH WD[DEOH SURILWV� WRJHWKHU ZLWK IXWXUH WD[�SODQQLQJ VWUDWHJLHV� 7D[ ORVVHV FDQ EH XVHG LQGHILQLWHO\�

6HH�1RWH����IRU�IXUWKHU�LQIRUPDWLRQ�RQ�MXGJPHQW�DQG�HVWLPDWHV�UHODWLQJ�WR�GHIHUUHG�WD[�DVVHWV�

0DQDJHPHQW XVHV LWV H[SHULHQFHG MXGJHPHQW LQ QRW UHFRJQL]LQJ DGGLWLRQDO GHIHUUHG WD[ DVVHWV� 7KH

DPRXQW RI WKRVH LWHPV WKDW JLYH ULVH WR WKH XQUHFRJQL]HG GHIHUUHG WD[ DVVHW DUH GLVFORVHG LQ 1RWH �� RI

WKH�ILQDQFLDO�VWDWHPHQWV�
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� 1HZ�VWDQGDUGV�DQG�LQWHUSUHWDWLRQV

��� 1HZ�VWDQGDUGV�DQG�LQWHUSUHWDWLRQ�LVVXHG�EXW�QRW�\HW�HIIHFWLYH

,)56����/HDVHV

,)56 �� ZDV LVVXHG LQ -DQXDU\ ���� DQG LW UHSODFHV ,$6 �� /HDVHV� ,)5,& � 'HWHUPLQLQJ ZKHWKHU DQ

$UUDQJHPHQW FRQWDLQV D /HDVH� 6,&��� 2SHUDWLQJ /HDVHV�,QFHQWLYHV DQG 6,&��� (YDOXDWLQJ WKH

6XEVWDQFH RI 7UDQVDFWLRQV ,QYROYLQJ WKH /HJDO )RUP RI D /HDVH� ,)56 �� VHWV RXW WKH SULQFLSOHV IRU WKH

UHFRJQLWLRQ� PHDVXUHPHQW� SUHVHQWDWLRQ DQG GLVFORVXUH RI OHDVHV DQG UHTXLUHV OHVVHHV WR DFFRXQW IRU

DOO OHDVHV XQGHU D VLQJOH RQ�EDODQFH VKHHW PRGHO VLPLODU WR WKH DFFRXQWLQJ IRU ILQDQFH OHDVHV XQGHU ,$6

��� 7KH VWDQGDUG LQFOXGHV WZR UHFRJQLWLRQ H[HPSWLRQV IRU OHVVHHV ± OHDVHV RI ¶ORZ�YDOXH¶ DVVHWV �H�J��

SHUVRQDO FRPSXWHUV� DQG VKRUW�WHUP OHDVHV �L�H�� OHDVHV ZLWK D OHDVH WHUP RI �� PRQWKV RU OHVV�� $W WKH

FRPPHQFHPHQW GDWH RI D OHDVH� D OHVVHH ZLOO UHFRJQLVH D OLDELOLW\ WR PDNH OHDVH SD\PHQWV �L�H�� WKH

OHDVH OLDELOLW\� DQG DQ DVVHW UHSUHVHQWLQJ WKH ULJKW WR XVH WKH XQGHUO\LQJ DVVHW GXULQJ WKH OHDVH WHUP

�L�H�� WKH ULJKW�RI�XVH DVVHW�� /HVVHHV ZLOO EH UHTXLUHG WR VHSDUDWHO\ UHFRJQLVH WKH LQWHUHVW H[SHQVH RQ

WKH�OHDVH�OLDELOLW\�DQG�WKH�GHSUHFLDWLRQ�H[SHQVH�RQ�WKH�ULJKW�RI�XVH�DVVHW�

7KH QHZ DQG DPHQGHG VWDQGDUGV DQG LQWHUSUHWDWLRQV WKDW DUH LVVXHG� EXW QRW \HW HIIHFWLYH� XS WR WKH

GDWH RI LVVXDQFH RI WKH %DQN¶V ILQDQFLDO VWDWHPHQWV DUH GLVFORVHG EHORZ� 7KH %DQN LQWHQGV WR DGRSW

WKHVH�QHZ�DQG�DPHQGHG�VWDQGDUGV�DQG�LQWHUSUHWDWLRQV��LI�DSSOLFDEOH��ZKHQ�WKH\�EHFRPH�HIIHFWLYH�

ϳϮ
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��� 1HZ�VWDQGDUGV�DQG�LQWHUSUHWDWLRQ�LVVXHG�EXW�QRW�\HW�HIIHFWLYH��FRQWLQXHG

,)56����,QVXUDQFH�&RQWUDFWV

,)5,&�,QWHUSUHWDWLRQ����8QFHUWDLQW\�RYHU�,QFRPH�7D[�7UHDWPHQW

/HVVHHV ZLOO DOVR EH UHTXLUHG WR UHPHDVXUH WKH OHDVH OLDELOLW\ XSRQ WKH RFFXUUHQFH RI FHUWDLQ HYHQWV

�H�J�� D FKDQJH LQ WKH OHDVH WHUP� D FKDQJH LQ IXWXUH OHDVH SD\PHQWV UHVXOWLQJ IURP D FKDQJH LQ DQ

LQGH[ RU UDWH XVHG WR GHWHUPLQH WKRVH SD\PHQWV�� 7KH OHVVHH ZLOO JHQHUDOO\ UHFRJQLVH WKH DPRXQW RI WKH

UHPHDVXUHPHQW�RI�WKH�OHDVH�OLDELOLW\�DV�DQ�DGMXVWPHQW�WR�WKH�ULJKW�RI�XVH�DVVHW�

/HVVRU DFFRXQWLQJ XQGHU ,)56 �� LV VXEVWDQWLDOO\ XQFKDQJHG IURP WRGD\¶V DFFRXQWLQJ XQGHU ,$6 ���

/HVVRUV ZLOO FRQWLQXH WR FODVVLI\ DOO OHDVHV XVLQJ WKH VDPH FODVVLILFDWLRQ SULQFLSOH DV LQ ,$6 �� DQG

GLVWLQJXLVK�EHWZHHQ�WZR�W\SHV�RI�OHDVHV��RSHUDWLQJ�DQG�ILQDQFH�OHDVHV�

,)56 ��� ZKLFK LV HIIHFWLYH IRU DQQXDO SHULRGV EHJLQQLQJ RQ RU DIWHU � -DQXDU\ ����� UHTXLUHV OHVVHHV

DQG�OHVVRUV�WR�PDNH�PRUH�H[WHQVLYH�GLVFORVXUHV�WKDQ�XQGHU�,$6����

7KH %DQN SODQV WR DGRSW ,)56 �� RQ WKH UHTXLUHG HIIHFWLYH GDWH� DV WKH %DQN KDV OHDVHV WKDW TXDOLI\ WR

EH�WUHDWHG�LQ�OLQH�ZLWK�WKLV�VWDQGDUG��7KH�%DQN�LV�FXUUHQWO\�DVVHVVLQJ�WKH�LPSDFW�RI�WKLV�VWDQGDUG�

,Q 0D\ ����� WKH ,$6% LVVXHG ,)56 �� ,QVXUDQFH &RQWUDFWV �,)56 ���� D FRPSUHKHQVLYH QHZ DFFRXQWLQJ

VWDQGDUG IRU LQVXUDQFH FRQWUDFWV FRYHULQJ UHFRJQLWLRQ DQG PHDVXUHPHQW� SUHVHQWDWLRQ DQG GLVFORVXUH�

2QFH HIIHFWLYH� ,)56 �� ZLOO UHSODFH ,)56 � ,QVXUDQFH &RQWUDFWV �,)56 �� WKDW ZDV LVVXHG LQ ����� ,)56

�� DSSOLHV WR DOO W\SHV RI LQVXUDQFH FRQWUDFWV �L�H�� OLIH� QRQ�OLIH� GLUHFW LQVXUDQFH DQG UH�LQVXUDQFH��

UHJDUGOHVV RI WKH W\SH RI HQWLWLHV WKDW LVVXH WKHP� DV ZHOO DV WR FHUWDLQ JXDUDQWHHV DQG ILQDQFLDO

LQVWUXPHQWV�ZLWK�GLVFUHWLRQDU\�SDUWLFLSDWLRQ�IHDWXUHV�

$ IHZ VFRSH H[FHSWLRQV ZLOO DSSO\� 7KH RYHUDOO REMHFWLYH RI ,)56 �� LV WR SURYLGH DQ DFFRXQWLQJ PRGHO

IRU LQVXUDQFH FRQWUDFWV WKDW LV PRUH XVHIXO DQG FRQVLVWHQW IRU LQVXUHUV� ,Q FRQWUDVW WR WKH UHTXLUHPHQWV

LQ ,)56 �� ZKLFK DUH ODUJHO\ EDVHG RQ JUDQGIDWKHULQJ SUHYLRXV ORFDO DFFRXQWLQJ SROLFLHV� ,)56 ��

SURYLGHV D FRPSUHKHQVLYH PRGHO IRU LQVXUDQFH FRQWUDFWV� FRYHULQJ DOO UHOHYDQW DFFRXQWLQJ DVSHFWV� 7KH

FRUH�RI�,)56����LV�WKH�JHQHUDO�PRGHO��VXSSOHPHQWHG�E\�

��$�VSHFLILF�DGDSWDWLRQ�IRU�FRQWUDFWV�ZLWK�GLUHFW�SDUWLFLSDWLRQ�IHDWXUHV��WKH�YDULDEOH�IHH�DSSURDFK�

��$�VLPSOLILHG�DSSURDFK��WKH�SUHPLXP�DOORFDWLRQ�DSSURDFK��PDLQO\�IRU�VKRUW�GXUDWLRQ�FRQWUDFWV

,)56 �� LV HIIHFWLYH IRU UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU � -DQXDU\ ����� ZLWK FRPSDUDWLYH

ILJXUHV UHTXLUHG� (DUO\ DSSOLFDWLRQ LV SHUPLWWHG� SURYLGHG WKH HQWLW\ DOVR DSSOLHV ,)56 � DQG ,)56 �� RQ

RU�EHIRUH�WKH�GDWH�LW�ILUVW�DSSOLHV�,)56����

,)56����ZLOO�KDYH�QR�LPSDFW�RQ�WKH�%DQN��DV�LW�GRHV�QRW�LVVXH�LQVXUDQFH�FRQWUDFW�

7KH ,QWHUSUHWDWLRQ DGGUHVVHV WKH DFFRXQWLQJ IRU LQFRPH WD[HV ZKHQ WD[ WUHDWPHQWV LQYROYH XQFHUWDLQW\

WKDW DIIHFWV WKH DSSOLFDWLRQ RI ,$6 �� DQG GRHV QRW DSSO\ WR WD[HV RU OHYLHV RXWVLGH WKH VFRSH RI ,$6 ���

QRU GRHV LW VSHFLILFDOO\ LQFOXGH UHTXLUHPHQWV UHODWLQJ WR LQWHUHVW DQG SHQDOWLHV DVVRFLDWHG ZLWK

XQFHUWDLQ�WD[�WUHDWPHQWV�

7KH�,QWHUSUHWDWLRQ�VSHFLILFDOO\�DGGUHVVHV�WKH�IROORZLQJ�

��:KHWKHU�DQ�HQWLW\�FRQVLGHUV�XQFHUWDLQ�WD[�WUHDWPHQWV�VHSDUDWHO\

��7KH�DVVXPSWLRQV�DQ�HQWLW\�PDNHV�DERXW�WKH�H[DPLQDWLRQ�RI�WD[�WUHDWPHQWV�E\�WD[DWLRQ�DXWKRULWLHV

� +RZ DQ HQWLW\ GHWHUPLQHV WD[DEOH SURILW �WD[ ORVV�� WD[ EDVHV� XQXVHG WD[ ORVVHV� XQXVHG WD[ FUHGLWV

DQG�WD[�UDWHV

��+RZ�DQ�HQWLW\�FRQVLGHUV�FKDQJHV�LQ�IDFWV�DQG�FLUFXPVWDQFHV
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$PHQGPHQWV�WR�,)56����3UHSD\PHQW�)HDWXUHV�ZLWK�1HJDWLYH�&RPSHQVDWLRQ

8QGHU ,)56 �� D GHEW LQVWUXPHQW FDQ EH PHDVXUHG DW DPRUWLVHG FRVW RU DW IDLU YDOXH WKURXJK RWKHU

FRPSUHKHQVLYH LQFRPH� SURYLGHG WKDW WKH FRQWUDFWXDO FDVK IORZV DUH µVROHO\ SD\PHQWV RI SULQFLSDO DQG

LQWHUHVW RQ WKH SULQFLSDO DPRXQW RXWVWDQGLQJ¶ �WKH 633, FULWHULRQ� DQG WKH LQVWUXPHQW LV KHOG ZLWKLQ WKH

DSSURSULDWH EXVLQHVV PRGHO IRU WKDW FODVVLILFDWLRQ� 7KH DPHQGPHQWV WR ,)56 � FODULI\ WKDW D ILQDQFLDO

DVVHW SDVVHV WKH 633, FULWHULRQ UHJDUGOHVV RI WKH HYHQW RU FLUFXPVWDQFH WKDW FDXVHV WKH HDUO\

WHUPLQDWLRQ RI WKH FRQWUDFW DQG LUUHVSHFWLYH RI ZKLFK SDUW\ SD\V RU UHFHLYHV UHDVRQDEOH FRPSHQVDWLRQ

IRU�WKH�HDUO\�WHUPLQDWLRQ�RI�WKH�FRQWUDFW�

7KH DPHQGPHQWV VKRXOG EH DSSOLHG UHWURVSHFWLYHO\ DQG DUH HIIHFWLYH IURP � -DQXDU\ ����� ZLWK HDUOLHU

DSSOLFDWLRQ�SHUPLWWHG��7KH�%DQN�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKHVH�DPHQGPHQWV�

$PHQGPHQWV WR ,)56 �� DQG ,$6 ��� 6DOH RU &RQWULEXWLRQ RI $VVHWV EHWZHHQ DQ ,QYHVWRU DQG LWV

$VVRFLDWH�RU�-RLQW�9HQWXUH

$Q HQWLW\ KDV WR GHWHUPLQH ZKHWKHU WR FRQVLGHU HDFK XQFHUWDLQ WD[ WUHDWPHQW VHSDUDWHO\ RU WRJHWKHU

ZLWK RQH RU PRUH RWKHU XQFHUWDLQ WD[ WUHDWPHQWV� 7KH DSSURDFK WKDW EHWWHU SUHGLFWV WKH UHVROXWLRQ RI

WKH XQFHUWDLQW\ VKRXOG EH IROORZHG� 7KH LQWHUSUHWDWLRQ LV HIIHFWLYH IRU DQQXDO UHSRUWLQJ SHULRGV

EHJLQQLQJ RQ RU DIWHU � -DQXDU\ ����� EXW FHUWDLQ WUDQVLWLRQ UHOLHIV DUH DYDLODEOH� 7KH %DQN ZLOO DSSO\

WKH LQWHUSUHWDWLRQ IURP LWV HIIHFWLYH GDWH� 6LQFH WKH %DQN RSHUDWHV LQ D FRPSOH[ PXOWLQDWLRQDO WD[

HQYLURQPHQW� DSSO\LQJ WKH ,QWHUSUHWDWLRQ PD\ DIIHFW LWV ILQDQFLDO VWDWHPHQWV� ,Q DGGLWLRQ� WKH %DQN PD\

QHHG WR HVWDEOLVK SURFHVVHV DQG SURFHGXUHV WR REWDLQ LQIRUPDWLRQ WKDW LV QHFHVVDU\ WR DSSO\ WKH

,QWHUSUHWDWLRQ�RQ�D�WLPHO\�EDVLV��7KH�%DQN�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKHVH�DPHQGPHQWV�

7KH DPHQGPHQWV DGGUHVV WKH FRQIOLFW EHWZHHQ ,)56 �� DQG ,$6 �� LQ GHDOLQJ ZLWK WKH ORVV RI FRQWURO RI

D VXEVLGLDU\ WKDW LV VROG RU FRQWULEXWHG WR DQ DVVRFLDWH RU MRLQW YHQWXUH� 7KH DPHQGPHQWV FODULI\ WKDW

WKH JDLQ RU ORVV UHVXOWLQJ IURP WKH VDOH RU FRQWULEXWLRQ RI DVVHWV WKDW FRQVWLWXWH D EXVLQHVV� DV GHILQHG

LQ ,)56 �� EHWZHHQ DQ LQYHVWRU DQG LWV DVVRFLDWH RU MRLQW YHQWXUH� LV UHFRJQLVHG LQ IXOO� $Q\ JDLQ RU ORVV

UHVXOWLQJ IURP WKH VDOH RU FRQWULEXWLRQ RI DVVHWV WKDW GR QRW FRQVWLWXWH D EXVLQHVV� KRZHYHU� LV

UHFRJQLVHG RQO\ WR WKH H[WHQW RI XQUHODWHG LQYHVWRUV¶ LQWHUHVWV LQ WKH DVVRFLDWH RU MRLQW YHQWXUH� 7KH

,$6% KDV GHIHUUHG WKH HIIHFWLYH GDWH RI WKHVH DPHQGPHQWV LQGHILQLWHO\� EXW DQ HQWLW\ WKDW HDUO\ DGRSWV

WKH DPHQGPHQWV PXVW DSSO\ WKHP SURVSHFWLYHO\� 7KHVH DPHQGPHQWV ZLOO FXUUHQWO\ KDYH QR LPSDFW RQ

WKH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�%DQN�

7KH�%DQN�ZLOO�DSSO\�WKHVH�DPHQGPHQWV�ZKHQ�WKH\�EHFRPH�HIIHFWLYH�

$PHQGPHQWV�WR�,$6�����3ODQ�$PHQGPHQW��&XUWDLOPHQW�RU�6HWWOHPHQW

7KH DPHQGPHQWV WR ,$6 �� DGGUHVV WKH DFFRXQWLQJ ZKHQ D SODQ DPHQGPHQW� FXUWDLOPHQW RU VHWWOHPHQW

RFFXUV GXULQJ D UHSRUWLQJ SHULRG� 7KH DPHQGPHQWV VSHFLI\ WKDW ZKHQ D SODQ DPHQGPHQW� FXUWDLOPHQW

RU�VHWWOHPHQW�RFFXUV�GXULQJ�WKH�DQQXDO�UHSRUWLQJ�SHULRG��DQ�HQWLW\�LV�UHTXLUHG�WR�

� 'HWHUPLQH FXUUHQW VHUYLFH FRVW IRU WKH UHPDLQGHU RI WKH SHULRG DIWHU WKH SODQ DPHQGPHQW�

FXUWDLOPHQW RU VHWWOHPHQW� XVLQJ WKH DFWXDULDO DVVXPSWLRQV XVHG WR UHPHDVXUH WKH QHW GHILQHG EHQHILW

OLDELOLW\��DVVHW��UHIOHFWLQJ�WKH�EHQHILWV�RIIHUHG�XQGHU�WKH�SODQ�DQG�WKH�SODQ�DVVHWV�DIWHU�WKDW�HYHQW

� 'HWHUPLQH QHW LQWHUHVW IRU WKH UHPDLQGHU RI WKH SHULRG DIWHU WKH SODQ DPHQGPHQW� FXUWDLOPHQW RU

VHWWOHPHQW XVLQJ� WKH QHW GHILQHG EHQHILW OLDELOLW\ �DVVHW� UHIOHFWLQJ WKH EHQHILWV RIIHUHG XQGHU WKH SODQ

DQG WKH SODQ DVVHWV DIWHU WKDW HYHQW� DQG WKH GLVFRXQW UDWH XVHG WR UHPHDVXUH WKDW QHW GHILQHG EHQHILW

OLDELOLW\��DVVHW��

7KH DPHQGPHQWV DOVR FODULI\ WKDW DQ HQWLW\ ILUVW GHWHUPLQHV DQ\ SDVW VHUYLFH FRVW� RU D JDLQ RU ORVV RQ

VHWWOHPHQW� ZLWKRXW FRQVLGHULQJ WKH HIIHFW RI WKH DVVHW FHLOLQJ� 7KLV DPRXQW LV UHFRJQLVHG LQ SURILW RU

ORVV�
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7KHVH�LPSURYHPHQWV�LQFOXGH�

��,)56����-RLQW�$UUDQJHPHQWV

$ SDUW\ WKDW SDUWLFLSDWHV LQ� EXW GRHV QRW KDYH MRLQW FRQWURO RI� D MRLQW RSHUDWLRQ PLJKW REWDLQ MRLQW

FRQWURO RI WKH MRLQW RSHUDWLRQ LQ ZKLFK WKH DFWLYLW\ RI WKH MRLQW RSHUDWLRQ FRQVWLWXWHV D EXVLQHVV DV

GHILQHG�LQ�,)56���

7KH�DPHQGPHQWV�FODULI\�WKDW�WKH�SUHYLRXVO\�KHOG�LQWHUHVWV�LQ�WKDW�MRLQW�RSHUDWLRQ�DUH�QRW�UHPHDVXUHG�

$Q HQWLW\ DSSOLHV WKRVH DPHQGPHQWV WR WUDQVDFWLRQV LQ ZKLFK LW REWDLQV MRLQW FRQWURO RQ RU DIWHU WKH

EHJLQQLQJ RI WKH ILUVW DQQXDO UHSRUWLQJ SHULRG EHJLQQLQJ RQ RU DIWHU � -DQXDU\ ����� ZLWK HDUO\

DSSOLFDWLRQ SHUPLWWHG� 7KHVH DPHQGPHQWV DUH FXUUHQWO\ QRW DSSOLFDEOH WR WKH %DQN EXW PD\ DSSO\ WR

IXWXUH�WUDQVDFWLRQV�

$QQXDO�,PSURYHPHQWV�����������&\FOH��LVVXHG�LQ�'HFHPEHU������

��,)56���%XVLQHVV�&RPELQDWLRQV

7KH DPHQGPHQWV FODULI\ WKDW� ZKHQ DQ HQWLW\ REWDLQV FRQWURO RI D EXVLQHVV WKDW LV D MRLQW RSHUDWLRQ� LW

DSSOLHV WKH UHTXLUHPHQWV IRU D EXVLQHVV FRPELQDWLRQ DFKLHYHG LQ VWDJHV� LQFOXGLQJ UHPHDVXULQJ

SUHYLRXVO\ KHOG LQWHUHVWV LQ WKH DVVHWV DQG OLDELOLWLHV RI WKH MRLQW RSHUDWLRQ DW IDLU YDOXH� ,Q GRLQJ VR� WKH

DFTXLUHU�UHPHDVXUHV�LWV�HQWLUH�SUHYLRXVO\�KHOG�LQWHUHVW�LQ�WKH�MRLQW�RSHUDWLRQ�

$Q HQWLW\ DSSOLHV WKRVH DPHQGPHQWV WR EXVLQHVV FRPELQDWLRQV IRU ZKLFK WKH DFTXLVLWLRQ GDWH LV RQ RU

DIWHU WKH EHJLQQLQJ RI WKH ILUVW DQQXDO UHSRUWLQJ SHULRG EHJLQQLQJ RQ RU DIWHU � -DQXDU\ ����� ZLWK

HDUO\�DSSOLFDWLRQ�SHUPLWWHG��7KHVH�DPHQGPHQWV�GR�QRW�KDYH�DQ\�LPSDFW�RQ�WKH�%DQN�

$Q HQWLW\ WKHQ GHWHUPLQHV WKH HIIHFW RI WKH DVVHW FHLOLQJ DIWHU WKH SODQ DPHQGPHQW� FXUWDLOPHQW RU

VHWWOHPHQW� $Q\ FKDQJH LQ WKDW HIIHFW� H[FOXGLQJ DPRXQWV LQFOXGHG LQ WKH QHW LQWHUHVW� LV UHFRJQLVHG LQ

RWKHU�FRPSUHKHQVLYH�LQFRPH�

7KH DPHQGPHQWV DSSO\ WR SODQ DPHQGPHQWV� FXUWDLOPHQWV� RU VHWWOHPHQWV RFFXUULQJ RQ RU DIWHU WKH

EHJLQQLQJ RI WKH ILUVW DQQXDO UHSRUWLQJ SHULRG WKDW EHJLQV RQ RU DIWHU � -DQXDU\ ����� ZLWK HDUO\

DSSOLFDWLRQ SHUPLWWHG� 7KH %DQN GRHV QRW H[SHFW DQ\ HIIHFW RQ LWV ILQDQFLDO VWDWHPHQWV� 7KHVH

DPHQGPHQWV�ZLOO�QRW�KDYH�DQ\�LPSDFW�RQ�WKH�%DQN�

$PHQGPHQWV�WR�,$6�����/RQJ�WHUP�LQWHUHVWV�LQ�DVVRFLDWHV�DQG�MRLQW�YHQWXUHV

7KH DPHQGPHQWV FODULI\ WKDW DQ HQWLW\ DSSOLHV ,)56 � WR ORQJ�WHUP LQWHUHVWV LQ DQ DVVRFLDWH RU MRLQW

YHQWXUH WR ZKLFK WKH HTXLW\ PHWKRG LV QRW DSSOLHG EXW WKDW� LQ VXEVWDQFH� IRUP SDUW RI WKH QHW

LQYHVWPHQW LQ WKH DVVRFLDWH RU MRLQW YHQWXUH �ORQJ�WHUP LQWHUHVWV�� 7KLV FODULILFDWLRQ LV UHOHYDQW EHFDXVH

LW�LPSOLHV�WKDW�WKH�H[SHFWHG�FUHGLW�ORVV�PRGHO�LQ�,)56���DSSOLHV�WR�VXFK�ORQJ�WHUP�LQWHUHVWV�

7KH DPHQGPHQWV DOVR FODULILHG WKDW� LQ DSSO\LQJ ,)56 �� DQ HQWLW\ GRHV QRW WDNH DFFRXQW RI DQ\ ORVVHV

RI WKH DVVRFLDWH RU MRLQW YHQWXUH� RU DQ\ LPSDLUPHQW ORVVHV RQ WKH QHW LQYHVWPHQW� UHFRJQLVHG DV

DGMXVWPHQWV WR WKH QHW LQYHVWPHQW LQ WKH DVVRFLDWH RU MRLQW YHQWXUH WKDW DULVH IURP DSSO\LQJ ,$6 ��

,QYHVWPHQWV�LQ�$VVRFLDWHV�DQG�-RLQW�9HQWXUHV�

7KH DPHQGPHQWV VKRXOG EH DSSOLHG UHWURVSHFWLYHO\ DQG DUH HIIHFWLYH IURP � -DQXDU\ ����� ZLWK HDUO\

DSSOLFDWLRQ SHUPLWWHG� 7KH %DQN GRHV QRW KDYH DQ\ LQYHVWPHQW LQ DVVRFLDWH DQG MRLQW YHQWXUH� WKH

DPHQGPHQWV�ZLOO�QRW�KDYH�DQ�LPSDFW�RQ�LWV�ILQDQFLDO�VWDWHPHQWV�
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7KH DPHQGPHQWV FODULI\ WKDW WKH LQFRPH WD[ FRQVHTXHQFHV RI GLYLGHQGV DUH OLQNHG PRUH GLUHFWO\ WR

SDVW WUDQVDFWLRQV RU HYHQWV WKDW JHQHUDWHG GLVWULEXWDEOH SURILWV WKDQ WR GLVWULEXWLRQV WR RZQHUV�

7KHUHIRUH� DQ HQWLW\ UHFRJQLVHV WKH LQFRPH WD[ FRQVHTXHQFHV RI GLYLGHQGV LQ SURILW RU ORVV� RWKHU

FRPSUHKHQVLYH LQFRPH RU HTXLW\ DFFRUGLQJ WR ZKHUH WKH HQWLW\ RULJLQDOO\ UHFRJQLVHG WKRVH SDVW

WUDQVDFWLRQV�RU�HYHQWV�

$Q HQWLW\ DSSOLHV WKRVH DPHQGPHQWV IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU � -DQXDU\

����� ZLWK HDUO\ DSSOLFDWLRQ LV SHUPLWWHG� :KHQ DQ HQWLW\ ILUVW DSSOLHV WKRVH DPHQGPHQWV� LW DSSOLHV

WKHP WR WKH LQFRPH WD[ FRQVHTXHQFHV RI GLYLGHQGV UHFRJQLVHG RQ RU DIWHU WKH EHJLQQLQJ RI WKH HDUOLHVW

FRPSDUDWLYH�SHULRG��7KH�%DQN�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKHVH�DPHQGPHQWV�

��,$6����,QFRPH�7D[HV

7KH DPHQGPHQWV FODULI\ WKDW DQ HQWLW\ WUHDWV DV SDUW RI JHQHUDO ERUURZLQJV DQ\ ERUURZLQJ RULJLQDOO\

PDGH WR GHYHORS D TXDOLI\LQJ DVVHW ZKHQ VXEVWDQWLDOO\ DOO RI WKH DFWLYLWLHV QHFHVVDU\ WR SUHSDUH WKDW

DVVHW�IRU�LWV�LQWHQGHG�XVH�RU�VDOH�DUH�FRPSOHWH�

$Q HQWLW\ DSSOLHV WKRVH DPHQGPHQWV WR ERUURZLQJ FRVWV LQFXUUHG RQ RU DIWHU WKH EHJLQQLQJ RI WKH

DQQXDO UHSRUWLQJ SHULRG LQ ZKLFK WKH HQWLW\ ILUVW DSSOLHV WKRVH DPHQGPHQWV� $Q HQWLW\ DSSOLHV WKRVH

DPHQGPHQWV IRU DQQXDO UHSRUWLQJ SHULRGV EHJLQQLQJ RQ RU DIWHU � -DQXDU\ ����� ZLWK HDUO\ DSSOLFDWLRQ

SHUPLWWHG� 6LQFH WKH %DQN¶V FXUUHQW SUDFWLFH LV LQ OLQH ZLWK WKHVH DPHQGPHQWV� WKH %DQN GRHV QRW

H[SHFW�DQ\�HIIHFW�RQ�LWV�ILQDQFLDO�VWDWHPHQWV�

��'HILQLWLRQ�RI�0DWHULDO�±�$PHQGPHQWV�WR�,$6���DQG�,$6��

7KH DPHQGPHQWV FODULI\ WKDW PDWHULDOLW\ ZLOO GHSHQG RQ WKH QDWXUH RU PDJQLWXGH RI LQIRUPDWLRQ� RU

ERWK� $Q HQWLW\ ZLOO QHHG WR DVVHVV ZKHWKHU WKH LQIRUPDWLRQ� HLWKHU LQGLYLGXDOO\ RU LQ FRPELQDWLRQ ZLWK

RWKHU�LQIRUPDWLRQ��LV�PDWHULDO�LQ�WKH�FRQWH[W�RI�WKH�ILQDQFLDO�VWDWHPHQWV�

7KH DPHQGPHQWV H[SODLQ WKDW LQIRUPDWLRQ LV REVFXUHG LI LW LV FRPPXQLFDWHG LQ D ZD\ WKDW ZRXOG KDYH D

VLPLODU HIIHFW DV RPLWWLQJ RU PLVVWDWLQJ WKH LQIRUPDWLRQ� 0DWHULDO LQIRUPDWLRQ PD\� IRU LQVWDQFH� EH

REVFXUHG LI LQIRUPDWLRQ UHJDUGLQJ D PDWHULDO LWHP� WUDQVDFWLRQ RU RWKHU HYHQW LV VFDWWHUHG WKURXJKRXW

WKH ILQDQFLDO VWDWHPHQWV� RU GLVFORVHG XVLQJ D ODQJXDJH WKDW LV YDJXH RU XQFOHDU� 0DWHULDO LQIRUPDWLRQ

FDQ DOVR EH REVFXUHG LI GLVVLPLODU LWHPV� WUDQVDFWLRQV RU RWKHU HYHQWV DUH LQDSSURSULDWHO\ DJJUHJDWHG�

RU�FRQYHUVHO\��LI�VLPLODU�LWHPV�DUH�LQDSSURSULDWHO\�GLVDJJUHJDWHG�

��'HILQLWLRQ�RI�0DWHULDO�±�$PHQGPHQWV�WR�,$6���DQG�,$6��

7KH DPHQGPHQWV FODULI\ ZKHQ DQ HQWLW\ VKRXOG WUDQVIHU SURSHUW\� LQFOXGLQJ SURSHUW\ XQGHU

FRQVWUXFWLRQ RU GHYHORSPHQW LQWR� RU RXW RI LQYHVWPHQW SURSHUW\� 7KH DPHQGPHQWV VWDWH WKDW D FKDQJH

LQ XVH RFFXUV ZKHQ WKH SURSHUW\ PHHWV� RU FHDVHV WR PHHW� WKH GHILQLWLRQ RI LQYHVWPHQW SURSHUW\ DQG

WKHUH LV HYLGHQFH RI WKH FKDQJH LQ XVH� $ PHUH FKDQJH LQ PDQDJHPHQW¶V LQWHQWLRQV IRU WKH XVH RI D

SURSHUW\�GRHV�QRW�SURYLGH�HYLGHQFH�RI�D�FKDQJH�LQ�XVH�

��,$6����%RUUURZLQJ�&RVWV
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*URXS

,Q�PLOOLRQV�RI�1DLUD
1RWHV� &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

)LQDQFLDO�DVVHWV

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD D
/RDQV�DQG

UHFHLYDEOHV
������������������� � � � ������� $PRUWLVHG�FRVW

'XH�IURP�EDQNV D
/RDQV�DQG

UHFHLYDEOHV
�������������������� � � � ������ $PRUWLVHG�FRVW

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV D�H
/RDQV�DQG

UHFHLYDEOHV
������� � ������� � ������� $PRUWLVHG�FRVW

2WKHU�DVVHWV��$FFRXQW�UHFHLYDEOHV D�H
/RDQV�DQG

UHFHLYDEOHV
��������������������� � ���� � ����� $PRUWLVHG�FRVW

'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW D�H +70 ������ ����� � ������ $PRUWLVHG�FRVW

)URP��,QYHVWPHQW�VHFXULWLHV�KHOG�WR�PDWXULW\��+70� +70 ������ $PRUWLVHG�FRVW

7RWDO�ILQDQFLDO�DVVHWV�PHDVXUHG�DW�DPRUWLVHG�FRVW ������������������� ������ ������� � �������

(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
E 1�$ ����� � ��� �����

)DLU�YDOXH�WKURXJK

2&,��)92&,�

)URP��,QYHVWPHQW�VHFXULWLHV���$YDLODEOH�IRU�VDOH��$)6� $)6 �����

����� ��� �����
)DLU�YDOXH�WKURXJK

2&,��)92&,�

'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
D 1�$ ������ ������

)DLU�YDOXH�WKURXJK

2&,��)92&,�

)URP��,QYHVWPHQW�VHFXULWLHV���$YDLODEOH�IRU�VDOH��$)6� $)6 ������

������ ������
)DLU�YDOXH�WKURXJK

2&,��)92&,�

����75$16,7,21�',6&/2685(6

7KH�IROORZLQJ�SDJHV�VHW�RXW�WKH�LPSDFW�RI�DGRSWLQJ�,)56���RQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ��DQG�UHWDLQHG�HDUQLQJV�LQFOXGLQJ�WKH�HIIHFW�RI�UHSODFLQJ�,$6���¶V�LQFXUUHG�FUHGLW�ORVV

FDOFXODWLRQV�ZLWK�,)56��
V�(&/V��7KH�*URXS�DGRSWHG�,)56���XVLQJ�WKH�PRGLILHG�UHWURVSHFWLYH�DSSURDFK��$�UHFRQFLOLDWLRQ�EHWZHHQ�WKH�FDUU\LQJ�DPRXQWV�XQGHU�,$6����WR�WKH�EDODQFHV

UHSRUWHG�XQGHU�,)56���DV�RI���-DQXDU\������LV��DV�IROORZV�

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��

ϳϳ
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*URXS

,Q�PLOOLRQV�RI�1DLUD
1RWHV� &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

,QYHVWPHQW�VHFXULWLHV���)DLU�YDOXH�WKURXJK�SURILW�RU�ORVV

�)93/��+HOG�IRU�WUDGLQJ

)DLU�YDOXH

WKURXJK�SURILW

RU�ORVV��)93/�

����� � � � �����

)DLU�YDOXH�WKURXJK

SURILW�RU�ORVV��)93/�

�PDQGDWRU\�

3OHGJHG�DVVHWV D�H ������� ���� � �������

'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW +70 ������ ���� � ������ $PRUWLVHG�FRVW

'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
$)6 ������ � � ������

)DLU�YDOXH�WKURXJK

2&,��)92&,�

������������������� � ���� � �������

,QYHVWPHQW�VHFXULWLHV���$YDLODEOH�IRU�VDOH��$)6� D $)6 ������ �������� 1�$

7R��(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
�������

7R��'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
��������

������ ��������

,QYHVWPHQW�VHFXULWLHV��+HOG�WR�PDWXULW\��+70� D +70 ������ �������� 1�$
7R��'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ��������

������ ��������

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��

ϳϴ
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*URXS

,Q�PLOOLRQV�RI�1DLUD
1RWHV� &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

,Q�WKRXVDQG�RI�1LJHULDQ�QDLUD &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

)LQDQFLDO�OLDELOLWLHV

'HSRVLWV�IURP�EDQNV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
�������������������� ������������������������������� ���������������� � ������ $PRUWLVHG�FRVW

'HSRVLWV�IURP�FXVWRPHUV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
������������������� ������������������������������� ���������������� � ������� $PRUWLVHG�FRVW

2WKHU�ERUURZHG�IXQGV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
������������������� ������������������������������� ���������������� � ������� $PRUWLVHG�FRVW

'HEW�VHFXULWLHV�LVVXHG D
2WKHU�ILQDQFLDO

OLDELOLWLHV
�������������������� ������������������������������� ���������������� � ������ $PRUWLVHG�FRVW

2WKHU�OLDELOLWLHV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
�������������������� ������������������������������� ���������������� � ������ $PRUWLVHG�FRVW

�������������������� ������������������������������� ������������������� ����������������������� ��������������

1RQ�ILQDQFLDO�OLDELOLWLHV

3URYLVLRQ G ����������������������� ������������������������������� ���������������� � ��� 1�$

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��
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%DQN

,Q�PLOOLRQV�RI�1DLUD
1RWHV� &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

)LQDQFLDO�DVVHWV

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD D
/RDQV�DQG

UHFHLYDEOHV
������������������� � � � ������� $PRUWLVHG�FRVW

'XH�IURP�EDQNV D
/RDQV�DQG

UHFHLYDEOHV
�������������������� � � � ������ $PRUWLVHG�FRVW

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV D�H
/RDQV�DQG

UHFHLYDEOHV
������� � ������� � ������� $PRUWLVHG�FRVW

2WKHU�DVVHWV��$FFRXQW�UHFHLYDEOHV D�H
/RDQV�DQG

UHFHLYDEOHV
��������������������� � ���� � ����� $PRUWLVHG�FRVW

'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW D�H 1�$ ������ ����� � ������ $PRUWLVHG�FRVW

)URP��,QYHVWPHQW�VHFXULWLHV�KHOG�WR�PDWXULW\��+70� +70 ������ $PRUWLVHG�FRVW

7RWDO�ILQDQFLDO�DVVHWV�PHDVXUHG�DW�DPRUWLVHG�FRVW ������������������� ������ ������� � �������

(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
E 1�$ ����� � ��� �����

)DLU�YDOXH�WKURXJK

2&,��)92&,�

)URP��,QYHVWPHQW�VHFXULWLHV���$YDLODEOH�IRU�VDOH��$)6� $)6 �����

����� ��� �����
)DLU�YDOXH�WKURXJK

2&,��)92&,�

'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
D 1�$ ������ ������

)DLU�YDOXH�WKURXJK

2&,��)92&,�

)URP��,QYHVWPHQW�VHFXULWLHV���$YDLODEOH�IRU�VDOH��$)6� $)6 ������

������ ������
)DLU�YDOXH�WKURXJK

2&,��)92&,�

,QYHVWPHQW�VHFXULWLHV���)DLU�YDOXH�WKURXJK�SURILW�RU�ORVV

�)93/��+HOG�IRU�WUDGLQJ

)DLU�YDOXH

WKURXJK�SURILW

RU�ORVV��)93/�

����� � � � �����

)DLU�YDOXH�WKURXJK

SURILW�RU�ORVV��)93/�

�PDQGDWRU\�

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��
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%DQN

,Q�PLOOLRQV�RI�1DLUD
1RWHV� &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

3OHGJHG�DVVHWV D�H ������� ���� � �������

'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW +70 ������ ���� � ������ $PRUWLVHG�FRVW

'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�2&,��)92&,� $)6 ������ � � ������
)DLU�YDOXH�WKURXJK

2&,��)92&,�

������������������� � ���� � �������

,QYHVWPHQW�VHFXULWLHV���$YDLODEOH�IRU�VDOH��$)6� D $)6 ������ �������� 1�$

7R��(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
�������

7R��'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH��)92&,�
��������

������ ��������

,QYHVWPHQW�VHFXULWLHV��+HOG�WR�PDWXULW\��+70� +70 ������ �������� 1�$
7R��'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW D ��������

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��
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%DQN

,Q�PLOOLRQV�RI�1DLUD
1RWHV� &DWHJRU\ $PRXQW 5HFODVVLILFDWLRQ (&/ 2WKHU $PRXQW &DWHJRU\

)LQDQFLDO�OLDELOLWLHV

'HSRVLWV�IURP�EDQNV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
�������������������� ������������������������������� ���������������� � ������ $PRUWLVHG�FRVW

'HSRVLWV�IURP�FXVWRPHUV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
������������������� ������������������������������� ���������������� � ������� $PRUWLVHG�FRVW

2WKHU�ERUURZHG�IXQGV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
������������������� ������������������������������� ���������������� � ������� $PRUWLVHG�FRVW

'HEW�VHFXULWLHV�LVVXHG D
2WKHU�ILQDQFLDO

OLDELOLWLHV
��������������������� ������������������������������� ���������������� � ����� $PRUWLVHG�FRVW

2WKHU�OLDELOLWLHV D
2WKHU�ILQDQFLDO

OLDELOLWLHV
�������������������� ������������������������������� ���������������� � ������ $PRUWLVHG�FRVW

�������������������� ������������������������������� ������������������� ����������������������� ��������������

1RQ�ILQDQFLDO�OLDELOLWLHV

3URYLVLRQ G ����������������������� ������������������������������� ���������������� � ��� 1�$

,$6����PHDVXUHPHQW 5H�PHDVXUHPHQW ,)56��
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*URXS

,Q�PLOOLRQV�RI�1DLUD

5HVHUYHV�DQG

UHWDLQHG�HDUQLQJV

)DLU�YDOXH�UHVHUYH

&ORVLQJ�EDODQFH�XQGHU�,$6��������'HFHPEHU������ �������

5HFRJQLWLRQ�RI�IDLU�YDOXH�JDLQV�RQ�HTXLW\�LQYHVWPHQWV�SUHYLRXVO\�FDUULHG�DW�FRVW �����
5HFRJQLWLRQ�RI�H[SHFWHG�FUHGLW�ORVVHV�XQGHU�,)56���IRU�GHEW�ILQDQFLDO�DVVHWV�DW�)92&, ���
6XE�WRWDO �����
'HIHUUHG�WD[�LQ�UHODWLRQ�WR�WKH�DERYH �
2SHQLQJ�EDODQFH�XQGHU�,)56������-DQXDU\������ �������

1RQ�GLVWULEXWDEOH�UHJXODWRU\�ULVN�UHVHUYH
&ORVLQJ�EDODQFH�XQGHU�,$6��������'HFHPEHU������ ������
([FHVV�FKDUJHV�IURP�,)56���(&/�FRPSXWDWLRQ��VHH�EHORZ� �������
2SHQLQJ�EDODQFH�XQGHU�,)56������-DQXDU\������ �����

5HWDLQHG�HDUQLQJV
&ORVLQJ�EDODQFH�XQGHU�,$6��������'HFHPEHU������ ��������������������������

��������

'HUHFRJQLWLRQ�RI�XQTXRWHG�HTXLW\�DV�DW���-DQXDU\����� �����
7UDQVIHU�IURP�QRQ�GLVWULEXWDEOH�UHJXODWRU\�ULVN�UHVHUYH �����
5HYHUVDO�RI�,PSDLUPHQW�SUHYLRXVO\�FKDUJHG�RQ�HTXLW\�LQVWUXPHQWV�FDUULHG�DW�FRVW ���
'HIHUUHG�WD[�LQ�UHODWLRQ�WR�WKH�DERYH �
2SHQLQJ�EDODQFH�XQGHU�,)56������-DQXDU\������ �����

7RWDO�FKDQJH�LQ�HTXLW\�GXH�WR�DGRSWLQJ�,)56�� �������

,Q�PLOOLRQV�RI�1DLUD

$OORZDQFH�IRU

LPSDLUPHQW

XQGHU�,$6����,$6���

DW����'HFHPEHU����� 5H�PHDVXUHPHQW

(&/V�XQGHU

,)56���DW��

-DQXDU\�����

,PSDLUPHQW�DOORZDQFH�IRU

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ����������������������������������� ��������������������������� ������

2WKHU�DVVHWV ������������������������������������ ������������������������������ �����

+HOG�WR�PDWXULW\�GHEW�LQYHVWPHQW

VHFXULWLHV�SHU�,$6����'HEW

LQVWUXPHQWV�DW�DPRUWLVHG�FRVW

XQGHU�,)56��

����������������������������������������� ����������������������������� ���

$YDLODEOH�IRU�VDOH�GHEW�LQYHVWPHQW

VHFXULWLHV�SHU�,$6����GHEW�ILQDQFLDO

DVVHWV�DW�)92&,�XQGHU�,)56��

����������������������������������������� ����������������������������� ���

����������������������������������� ��������������������������� �������������������������

)LQDQFLDO�JXDUDQWHHV �������������������������������������� ������������������������������ ��
/HWWHUV�RI�FUHGLW�IRU�FXVWRPHUV �������������������������������������� ������������������������������� �

����������������������������������������� ������������������������������� �����������������������������

����������������������������������� ��������������������������� �������������������������

7KH�LPSDFW�RI�WUDQVLWLRQ�WR�,)56���RQ�UHVHUYHV�DQG�UHWDLQHG�HDUQLQJV�LV�DV�IROORZV�

7KH IROORZLQJ WDEOH UHFRQFLOHV WKH DJJUHJDWH RSHQLQJ DOORZDQFH IRU LPSDLUPHQW XQGHU ,$6 ��� )LQDQFLDO LQVWUXPHQWV DQG

SURYLVLRQV IRU ORDQ FRPPLWPHQWV DQG ILQDQFLDO JXDUDQWHH FRQWUDFWV LQ DFFRUGDQFH ZLWK ,$6 �� � 3URYLVLRQV &RQWLQJHQW

/LDELOLWLHV�DQG�&RQWLQJHQW�$VVHWV�WR�WKH�(&/�DOORZDQFHV�XQGHU�,)56���

5HFRJQLWLRQ�RI�,)56���(&/V�LQFOXGLQJ�WKRVH�PHDVXUHG�DW�)92&,��ORDQ�FRPPLWPHQWV�DQG�ILQDQFLDO

JXDUDQWHH�FRQWUDFWV��VHH�EHORZ�
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%DQN

,Q�PLOOLRQV�RI�1DLUD

5HVHUYHV�DQG

UHWDLQHG�HDUQLQJV

)DLU�YDOXH�UHVHUYH
&ORVLQJ�EDODQFH�XQGHU�,$6��������'HFHPEHU������ �������

5HFRJQLWLRQ�RI�IDLU�YDOXH�JDLQV�RQ�HTXLW\�LQYHVWPHQWV�SUHYLRXVO\�FDUULHG�DW�FRVW �����
5HFRJQLWLRQ�RI�H[SHFWHG�FUHGLW�ORVVHV�XQGHU�,)56���IRU�GHEW�ILQDQFLDO�DVVHWV�DW�)92&, ϭϴϳ
6XE�WRWDO ϭ͕ϮϮϰ
'HIHUUHG�WD[�LQ�UHODWLRQ�WR�WKH�DERYH �
2SHQLQJ�EDODQFH�XQGHU�,)56������-DQXDU\������ �������

1RQ�GLVWULEXWDEOH�UHJXODWRU\�ULVN�UHVHUYH
&ORVLQJ�EDODQFH�XQGHU�,$6��������'HFHPEHU������ ������
([FHVV�FKDUJHV�IURP�,)56���(&/�FRPSXWDWLRQ��VHH�EHORZ� �������
2SHQLQJ�EDODQFH�XQGHU�,)56������-DQXDU\������ �����

5HWDLQHG�HDUQLQJV
&ORVLQJ�EDODQFH�XQGHU�,$6��������'HFHPEHU������ ��������������������������

��������

'HUHFRJQLWLRQ�RI�XQTXRWHG�HTXLW\�DV�DW���-DQXDU\����� �����
7UDQVIHU�IURP�QRQ�GLVWULEXWDEOH�UHJXODWRU\�ULVN�UHVHUYH �����
5HYHUVDO�RI�,PSDLUPHQW�SUHYLRXVO\�FKDUJHG�RQ�HTXLW\�LQVWUXPHQWV�FDUULHG�DW�FRVW ���
'HIHUUHG�WD[�LQ�UHODWLRQ�WR�WKH�DERYH �
2SHQLQJ�EDODQFH�XQGHU�,)56������-DQXDU\������ �����

7RWDO�FKDQJH�LQ�HTXLW\�GXH�WR�DGRSWLQJ�,)56�� �������

,Q�PLOOLRQV�RI�1DLUD

$OORZDQFH�IRU

LPSDLUPHQW

XQGHU�,$6����,$6���

DW����'HFHPEHU�����

5H�PHDVXUHPHQW

(&/V�XQGHU

,)56���DW��

-DQXDU\�����

,PSDLUPHQW�DOORZDQFH�IRU

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ����������������������������������� ��������������������������� ������

2WKHU�DVVHWV ������������������������������������ ������������������������������ �����
+HOG�WR�PDWXULW\�GHEW�LQYHVWPHQW�VHFXULWLHV�SHU�,$6

���'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW

XQGHU�,)56��

����������������������������������������� ����������������������������� ���

$YDLODEOH�IRU�VDOH�GHEW�LQYHVWPHQW�VHFXULWLHV�SHU�,$6

���GHEW�ILQDQFLDO�DVVHWV�DW�)92&,�XQGHU�,)56��
����������������������������������������� ����������������������������� ���

����������������������������������� ��������������������������� �������������������������

)LQDQFLDO�JXDUDQWHHV �������������������������������������� ������������������������������ ��
/HWWHUV�RI�FUHGLW�IRU�FXVWRPHUV �������������������������������������� ������������������������������� �

����������������������������������������� ������������������������������� �����������������������������

����������������������������������� ��������������������������� �������������������������

7KH�IROORZLQJ�WDEOH�UHFRQFLOHV�WKH�DJJUHJDWH�RSHQLQJ�DOORZDQFH�IRU�LPSDLUPHQW�XQGHU�,$6�����)LQDQFLDO�LQVWUXPHQWV�DQG

SURYLVLRQV�IRU�ORDQ�FRPPLWPHQWV�DQG�ILQDQFLDO�JXDUDQWHH�FRQWUDFWV�LQ�DFFRUGDQFH�ZLWK�,$6������3URYLVLRQV�&RQWLQJHQW

/LDELOLWLHV�DQG�&RQWLQJHQW�$VVHWV�WR�WKH�(&/�DOORZDQFHV�XQGHU�,)56���

5HFRJQLWLRQ�RI�,)56���(&/V�LQFOXGLQJ�WKRVH�PHDVXUHG�DW�)92&,��ORDQ�FRPPLWPHQWV�DQG�ILQDQFLDO

JXDUDQWHH�FRQWUDFWV��VHH�EHORZ�
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��� 7UDQVLWLRQ�GLVFORVXUHV���FRQWLQXHG

D� 5HFODVVLILFDWLRQ�IURP�UHWLUHG�FDWHJRULHV�ZLWK�QR�FKDQJH�LQ�PHDVXUHPHQW

E� 'HVLJQDWLRQ�RI�HTXLW\�LQVWUXPHQWV�DW�)92&,

F� 'HIHUUHG�WD[�LPSOLFDWLRQ�RI�,)56��

G� (&/�FRPSXWDWLRQ�RQ�ORDQ�FRPPLWPHQW�DQG�ILQDQFLDO�JXDUDQWHH�FRQWUDFWV�XQGHU�,)56��

H�

� 6HJPHQW�,QIRUPDWLRQ

�D� $OO�QRQ�FXUUHQW�DVVHWV�DUH�ORFDWHG�LQ�WKH�FRXQWU\�RI�GRPLFLOH�DQG�UHYHQXHV�HDUQHG�DUH�ZLWKLQ�VDPH�FRXQWU\�

�E� 5HSRUWDEOH�VHJPHQW

7KH�IROORZLQJ�VXPPDU\�GHVFULEHV�WKH�RSHUDWLRQV�LQ�HDFK�RI�WKH�*URXS¶V�UHSRUWDEOH�VHJPHQWV�

R &RUSRUDWH�EDQNLQJ�SURYLGHV�EDQNLQJ�VROXWLRQV�WR�PXOWLQDWLRQDOV�FRPSDQLHV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�

R

R

R

,PSDLUPHQW DOORZDQFH RQ ORDQV DQG DGYDQFHV ZDV SUHYLRXVO\ GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH LQFXUUHG ORVV PRGHO RI ,$6 �� )LQDQFLDO

,QVWUXPHQWV � 5HFRJQLWLRQ DQG PHDVXUHPHQW� 7KHUH ZDV QR LPSDLUPHQW FKDUJH RQ DFFRXQW UHFHLYDEOHV� GHEW LQVWUXPHQWV FODVVLILHG DW KHOG WR

PDWXULW\ DQG GHEW LQVWUXPHQWV FODVVLILHG DV DYDLODEOH IRU VDOH XQGHU ,$6 ��� (IIHFWLYH � -DQXDU\ ����� WKH LPSDLUPHQW FRPSXWDWLRQ IRU DOO

WKHVH LQVWUXPHQWV LV GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH H[SHFWHG FUHGLW ORVV PRGHO XQGHU ,)56 �� $V DW � -DQXDU\ ����� WKH %DQN DGRSWHG

WKH�JHQHUDO�DSSURDFK�IRU�WKHVH�LQVWUXPHQWV�LQ�DFFRUGDQFH�ZLWK�,)56���DQG�UHFRJQLVHG�DQ�DGGLWLRQDO�LPSDLUPHQW�RI�1������ELOOLRQ�

(&/�&RPSXWDWLRQ�RQ�ORDQV�DQG�DGYDQFHV�WR�FXVWRPHUV��DFFRXQW�UHFHLYDEOHV��GHEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW�DQG�GHEW�LQVWUXPHQWV�DW

)92&,�XQGHU�,)56��

�L� �WKRVH�SUHYLRXVO\�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH�DQG�QRZ�FODVVLILHG�DV�PHDVXUHG�DW�)92&,�

�LL� �WKRVH�SUHYLRXVO\�FODVVLILHG�DV�KHOG�WR�PDWXULW\�DQG�QRZ�FODVVLILHG�DV�PHDVXUHG�DW�DPRUWLVHG�FRVW��DQG

�LLL� �WKRVH�SUHYLRXVO\�FODVVLILHG�DV�ORDQV�DQG�UHFHLYDEOHV�DQG�QRZ�FODVVLILHG�DV�PHDVXUHG�DW�DPRUWLVHG�FRVW�

�LY� �WKRVH�SUHYLRXVO\�FODVVLILHG�DV�RWKHU�ILQDQFLDO�OLDELOLWLHV�DQG�QRZ�FODVVLILHG�DV�PHDVXUHG�DW�DPRUWLVHG�FRVW�

6HJPHQW�LQIRUPDWLRQ�LV�SUHVHQWHG�LQ�UHVSHFW�RI�WKH�*URXS¶V�VWUDWHJLF�EXVLQHVV�XQLWV�ZKLFK�UHSUHVHQWV�WKH�VHJPHQW�UHSRUWLQJ�IRUPDW�DQG�LV

EDVHG�RQ�WKH�*URXS¶V�PDQDJHPHQW�DQG�UHSRUWLQJ�VWUXFWXUH�

7KH IROORZLQJ H[SODLQV KRZ DSSO\LQJ WKH QHZ FODVVLILFDWLRQ UHTXLUHPHQWV RI ,)56 � OHG WR FKDQJHV LQ FODVVLILFDWLRQ RI FHUWDLQ ILQDQFLDO DVVHWV

KHOG�E\�WKH�%DQN�DV�GHWDLOHG�EHORZ�

7KH %DQN KDV HOHFWHG WR LUUHYRFDEO\ GHVLJQDWH LQYHVWPHQWV LQ HTXLW\ ZLWK D JURVV FDUU\LQJ DPRXQW RI 1��� ELOOLRQ LQ D SRUWIROLR RI QRQ�WUDGLQJ

HTXLW\ VHFXULWLHV DW )92&, DV SHUPLWWHG XQGHU ,)56 �� 7KHVH VHFXULWLHV ZHUH SUHYLRXVO\ FODVVLILHG DV DYDLODEOH�IRU�VDOH DQG PHDVXUHG DW FRVW

OHVV�LPSDLUPHQW�

7KH FXPXODWLYH IDLU YDOXH JDLQV RI 1����� ELOOOLRQ KDV EHHQ UHFRJQLVHG DW � -DQXDU\ ���� VLQFH WKH\ ZHUH SUHYLRXVO\ PHDVXUHG DW FRVW OHVV

LPSDLUPHQW�

7KH IROORZLQJ GHEW LQVWUXPHQWV KDYH EHHQ UHFODVVLILHG WR QHZ FDWHJRULHV XQGHU ,)56 �� DV WKHLU SUHYLRXV FDWHJRULHV XQGHU ,$6 �� ZHUH


UHWLUHG
��ZLWK�QR�FKDQJHV�WR�WKHLU�PHDVXUHPHQW�EDVLV�

'HIHUUHG WD[ DVVHWV KDYH QRW EHHQ UHFRJQLVHG LQ UHVSHFW RI WKH LPSDFW RI ,)56 � DW WKH GDWH RI LQLWLDO DSSOLFDWLRQ� DV WKHUH LV QR HYLGHQFH WKDW

WKHUH ZLOO EH VXIILFLHQW WD[DEOH SURILWV DYDLODEOH WR WKH %DQN LQ IXWXUH SHULRGV WR XWLOL]H WKH DVVHW� ,I WKH %DQN ZHUH DEOH WR UHFRJQLVH DOO

GHIHUUHG�WD[�DVVHWV�UHODWHG�WR�WKH�LPSDFW�RI�WUDQVLWLRQ��WKH�%DQN¶V�HTXLW\�ZRXOG�LQFUHDVH�E\�1���ELOOLRQ�

3URYLVLRQ IRU ILQDQFLDO JXDUDQWHH FRQWUDFWV DQG RWKHU FRQWLQJHQW OLDELOLWLHV ZHUH SUHYLRVXO\ GHWHUPLQHG LQ DFFRUGDQFH ZLWK ,$6 �� � 3URYLVLRQV

&RQWLQJHQW /LDELOLWLHV DQG &RQWLQJHQW $VVHWV� 7KH LPSDLUPHQW FRPSXWDWLRQ IRU ORDQ FRPPLWPHQWV DQG ILQDQFLDO JXDUDQWHH FRQWUDFWV LV QRZ LQ

DFFRUGDQFH ZLWK ,)56 �� $V DW � -DQXDU\ ����� WKH %DQN UHFRJQLVHG DGGLWLRQDO LPSDLUPHQW RI 1��PLOOLRQ RQ WKHVH LQVWUXPHQWV LQ DFFRUGDQFH

ZLWK�,)56���

7KH ([HFXWLYH 0DQDJHPHQW &RPPLWWHH PRQLWRUV WKH RSHUDWLQJ UHVXOWV RI LWV EXVLQHVV XQLWV VHSDUDWHO\ IRU WKH SXUSRVH RI PDNLQJ GHFLVLRQV

DERXW UHVRXUFH DOORFDWLRQ DQG SHUIRUPDQFH DVVHVVPHQW� 6HJPHQW SHUIRUPDQFH LV HYDOXDWHG EDVHG RQ RSHUDWLQJ SURILWV RU ORVVHV DQG LV

PHDVXUHG�FRQVLVWHQWO\�ZLWK�RSHUDWLQJ�SURILWV�RU�ORVVHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�

7KH *URXS KDV VL[ UHSRUWDEOH VHJPHQWV� 5HWDLO %DQNLQJ� &RPPHUFLDO EDQNLQJ� ,QVWLWXWLRQDO %DQNLQJ� &RUSRUDWH 	 ,QYHVWPHQW %DQNLQJ� 1RQ�

LQWHUHVW %DQNLQJ �1,%�� DQG 6SHFLDO 3XUSRVH 9HKLFOH �639� ZKLFK DUH WKH %DQN¶V VWUDWHJLF EXVLQHVV XQLWV� 7KH VWUDWHJLF EXVLQHVV XQLWV RIIHU

GLIIHUHQW SURGXFWV DQG VHUYLFHV� DQG DUH PDQDJHG VHSDUDWHO\ EDVHG RQ WKH *URXS¶V PDQDJHPHQW DQG LQWHUQDO UHSRUWLQJ VWUXFWXUH� )RU HDFK

RI�WKH�VWUDWHJLF�EXVLQHVV�XQLWV��WKH�([HFXWLYH�0DQDJHPHQW�&RPPLWWHH�UHYLHZV�LQWHUQDO�PDQDJHPHQW�UHSRUWV�RQ�D�PRQWKO\�EDVLV�

5HWDLO�DQG�&RPPHUFLDO�EDQNLQJ�SURYLGHV�EDQNLQJ�VROXWLRQV�WR�LQGLYLGXDOV��VPDOO�EXVLQHVVHV��SDUWQHUVKLSV�DQG�FRPPHUFLDO�HQWLWLHV�DPRQJ

1RQ�,QWHUHVW�EDQNLQJ�SURYLGHV�VROXWLRQV�WKDW�DUH�FRQVLVWHQW�ZLWK�,VODPLF�ODZV�DQG�JXLGHG�E\�,VODPLF�HFRQRPLFV�

7KH�6SHFLDO�3XUSRVH�9HKLFOH�LV�XVHG�WR�ERUURZ�IXQGV�WKURXJK�WKH�LVVXH�RI�GHEW�VHFXULWLHV�

$OO WUDQVDFWLRQV EHWZHHQ EXVLQHVV VHJPHQWV DUH FRQGXFWHG RQ DQ DUP
V OHQJWK EDVLV� LQWHUQDO FKDUJHV DQG WUDQVIHU SULFLQJ DGMXVWPHQWV DUH

UHIOHFWHG�LQ�WKH�SHUIRUPDQFH�RI�HDFK�EXVLQHVV�
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� 6HJPHQW�,QIRUPDWLRQ���FRQWLQXHG

7KH�DFWLYLW\�RI�WKH�VHJPHQWV�DUH�FHQWUDOO\�ILQDQFHG��WKXV�WKH�FDVK�IORZ�IRU�WKH�%DQN�LV�SUHVHQWHG�LQ�WKH�6WDWHPHQW�RI�FDVK�IORZV�

���'HFHPEHU����� 5HWDLO &RPPHUFLDO ,QVWLWXWLRQDO

&RUSRUDWH�	

,QYHVWPHQW 1RQ�LQWHUHVW 639 7RWDO

,Q�PLOOLRQV�RI�1DLUD %DQNLQJ �%DQNLQJ �%DQNLQJ �%DQNLQJ %DQNLQJ

,QWHUHVW�DQG�1RQ�LQWHUHVW�LQFRPH ����� ������ ������ ������ ����� ��� �������

,QWHUHVW�DQG�1RQ�LQWHUHVW�H[SHQVH �������� �������� ������� �������� ������� ������� ��������

1HW�LQWHUHVW�DQG�1RQ�LQWHUHVW�PDUJLQ ������� ����� ������ ������ ����� ����� ������

1HW�IHHV�DQG�FRPPLVVLRQ�LQFRPH ����� ����� ����� ����� � � ������

&UHGLW�ORVV�H[SHQVH ����� ������� ����� ������� ����� ���� �������

'HSUHFLDWLRQ�DQG�$PRUWL]DWLRQ ������� ����� ����� ������� ����� � �������

2SHUDWLQJ�H[SHQVHV ������� ������� �������� �������� ����� ��� ��������

6HJPHQW�SURILW��ORVV� ����� ���� ����� ������� ����� ����� �����

$VVHWV�DV�DW����'HFHPEHU�����

&DSLWDO�H[SHQGLWXUHV���$GGLWLRQV�GXULQJ�WKH�\HDU

3URSHUW\��SODQW�DQG�HTXLSPHQW�	�,QWDQJLEOH�DVVHWV ����� �� ��� ��� �� � �����

2WKHU�LQWDQJLEOH�DVVHWV ��� � � � ���

7RWDO�$VVHWV ������ ������� ������� ������� ������ ������ ���������

7RWDO�/LDELOLWLHV ������� ������� ������� ������� ������ ������ ���������

1R�UHYHQXH�IURP�WUDQVDFWLRQV�ZLWK�D�VLQJOH�H[WHUQDO�FXVWRPHU�RU�FRXQWHUSDUW\�DPRXQWHG�WR�����RU�PRUH�RI�WKH�*URXS¶V�WRWDO�UHYHQXH�LQ������������

QRQH��
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���'HFHPEHU����� 5HWDLO

&RPPHUFLDO�	

,QVWLWXWLRQDO

&RUSRUDWH�	

,QYHVWPHQW 1RQ�LQWHUHVW 639 7RWDO

,Q�PLOOLRQV�RI�1DLUD %DQNLQJ �%DQNLQJ �%DQNLQJ %DQNLQJ

,QWHUHVW�DQG�1RQ���LQWHUHVW�LQFRPH ������ ������ ������ ����� ����� �������

,QWHUHVW�DQG�1RQ���LQWHUHVWH[SHQVH ������� �������� �������� ������� ������� ��������

1HW�LQWHUHVW�DQG�1RQ���LQWHUHVW�PDUJLQ ����� ������ ������ ����� �� ������

1HW�IHHV�DQG�FRPPLVVLRQ�LQFRPH ����� ����� ����� �� � ������

1HW�LPSDLUPHQW�FKDUJH ������� ������� ����� ����� � ��������

'HSUHFLDWLRQ�DQG�$PRUWL]DWLRQ ������� ������� ������� ���� � �������

2SHUDWLQJ�([SHQVHV ������� �������� �������� ����� � ��������

6HJPHQW�SURILW��ORVV� ����� ������� ����� ��� �� �����

$VVHWV�DV�DW����'HFHPEHU�����

&DSLWDO�H[SHQGLWXUH���$GGLWLRQV�GXULQJ�WKH�\HDU

3URSHUW\��SODQW�DQG�HTXLSPHQW�	�,QWDQJLEOH�DVVHWV ��� �� ����� ��� � �����

2WKHU�LQWDQJLEOH�DVVHWV � � ��� � � ���

7RWDO�$VVHWV ������� ������� ������� ������ ����� ���������

7RWDO�/LDELOLWLHV ������� ������� ������� ������ ����� �������

ϴϳ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

*URXS *URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

� ,QWHUHVW�LQFRPH
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������ ������ ������ ������
,QYHVWPHQW�VHFXULWLHV ������ ������ ������ ������
&DVK�DQG�FDVK�HTXLYDOHQWV ��� ����� ��� �����
,QWHUHVW�RQ�LPSDLUHG�ORDQV � ����� � �����

������� ������� ������� �������

,QWHUHVW�IURP�LQYHVWPHQW�VHFXULWLHV�ZHUH�GHULYHG�IURP�
'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH ������ � ������ �
'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ������ � ������ �
$YDLODEOH�IRU�VDOH � ������ � ������
+HOG�WR�PDWXULW\ � ������ � ������

������ ������ ������ ������

*URXS *URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

� ,QWHUHVW�H[SHQVH
'HSRVLWV�IURP�FXVWRPHUV ������ ������ ������ ������
'HEWV�LVVXHG ������ ����� ����� �����
2WKHU�ERUURZHG�IXQGV�H[SHQVH ����� ������ ����� ������
'HSRVLWV�IURP�EDQNV ����� ����� ����� �����

������ ������ ������ ������

� )HHV�DQG�FRPPLVVLRQ�LQFRPH

)HH�DQG�FRPPLVVLRQ�LQFRPH�LV�GLVDJJUHJDWHG�EHORZ�DQG�LQFOXGHV�D�WRWDO�IHHV�LQ�VFRSH�RI�,)56�����5HYHQXHV�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV�

����

*URXS�	�%DQN

,Q�PLOOLRQV�RI�1DLUD

5HWDLO

EDQNLQJ

&RPPHUFLDO

EDQNLQJ

,QVWLWXWLRQD

O��EDQNLQJ

&RUSRUDWH�	

,QYHVWPHQW

EDQNLQJ

1RQ�

LQWHUHVW

EDQNLQJ

7RWDO 7RWDO

(�EXVLQHVV�FRPPLVVLRQ�DQG�IHHV ����� �� � � � ����� �
$FFRXQW�PDLQWHQDQFH�IHHV ��� ��� ��� �� � ����� �����
&RPPLVVLRQV�DQG�VLPLODU�LQFRPH ��� �� � ����� � ����� �����
)DFLOLW\�PDQDJHPHQW�IHHV ��� ��� ��� ��� � ����� �����
2WKHU�IHHV�DQG�FRPPLVVLRQV��1RWH����� ��� ��� ����� ����� � ����� �����
7RWDO�UHYHQXH�IURP�FRQWUDFWV�ZLWK�FXVWRPHUV ����� ��� ����� ����� � ������ ������
2WKHU�QRQ�FRQWUDFW�IHH�LQFRPH�
&RPPLVVLRQV�RQ�OHWWHU�RI�FUHGLW�WUDQVDFWLRQV ��� ��� ��� ��� � ��� ���
7RWDO�IHHV�DQG�FRPPLVVLRQ�LQFRPH ����� ����� ����� ����� � ������ ������

���

*URXS *URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

� 1HW�WUDGLQJ�LQFRPH
)RUHLJQ�H[FKDQJH�WUDGLQJ ����� ����� ����� �����
7UHDVXU\��ELOOV ��� ����� ��� �����
%RQGV ��� ����� ��� �����
)LQDQFLDO�DVVHW�KHOG�IRU�WUDGLQJ � � � �

����� ����� ����� �����

7KH�QHW�WUDGLQJ�ORVV�RQ�ERQGV�LV�DV�D�UHVXOW�RI�GHFOLQH�LQ�WKH�IDLU�YDOXH�RI�)HGHUDO�*RYHUQPHQW�RI�1LJHULD�VHFXULWLHV�DV�DW����'HFHPEHU������

����

2WKHU�IHHV�DQG�FRPPLVVLRQ�LQFOXGHV�PRVWO\�DGYLVRU\�IHHV�RI��1����ELOOLRQ���������1����ELOOLRQ��

)HHV DQG FRPPLVVLRQV DERYH H[FOXGH DPRXQWV LQFOXGHG LQ GHWHUPLQLQJ WKH HIIHFWLYH LQWHUHVW UDWH RQ ILQDQFLDO DVVHWV WKDW DUH QRW DW IDLU YDOXH WKURXJK

SURILW�RU�ORVV�

)RUHLJQ H[FKDQJH WUDGLQJ LQFRPH LQFOXGHV JDLQV DQG ORVVHV IURP VSRW DQG IRUZDUG FRQWUDFWV DQG RWKHU FXUUHQF\ GHULYDWLYHV� 2WKHU IRUHLJQ H[FKDQJH

GLIIHUHQFHV�DULVLQJ�RQ�QRQ±WUDGLQJ�DFWLYLWLHV�DUH�WDNHQ�WR�RWKHU�RSHUDWLQJ�LQFRPH�H[SHQVH�LQ�WKH�SURILW�RU�ORVV�

ϴϴ
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*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 2WKHU�RSHUDWLQJ�LQFRPH
&DVK�UHFRYHULHV�RQ�SUHYLRXVO\�ZULWWHQ�RII�DFFRXQWV ����� ����� ����� �����
2WKHU�VXQGU\�LQFRPH��1RWH������ ����� ��� ����� ���
5HQWDO�LQFRPH ��� ��� ��� ���
'LYLGHQGV�RQ�)92&,�HTXLW\�LQYHVWPHQWV ��� ��� ��� ���
*DLQV�RQ�GLVSRVDO�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW �� �� �� ��

����� ����� ����� �����

����

�� &UHGLW�ORVV�H[SHQVH
7KH�WDEOH�EHORZ�VKRZV�WKH�(&/�FKDUJHV��UHYHUVDOV��RQ�ILQDQFLDO�LQVWUXPHQWV�IRU�WKH�\HDU����'HFHPEHU������UHFRUGHG�LQ�SURILW�RU�ORVV�

*URXS

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������� ��� ����� �����

'HEW�LQVWUXPHQWV�PHDVXUHG�DW�)92&, ���� � � ����

'HEW�LQVWUXPHQWV�PHDVXUHG�DW�DPRUWLVHG�FRVW ���� � � ����

2WKHU�DVVHWV ����� � � �����

)LQDQFLDO�JXDUDQWHHV ���� � � ����

/HWWHUV�RI�FUHGLW ��� � � ���

7RWDO�FUHGLW�ORVV�H[SHQVH ������� ��� ����� �����

%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������� ��� ����� �����

'HEW�LQVWUXPHQWV�PHDVXUHG�DW�)92&, ���� � � ����

'HEW�LQVWUXPHQWV�PHDVXUHG�DW�DPRUWLVHG�FRVW ���� � � ����

2WKHU�DVVHWV ����� � � �����

)LQDQFLDO�JXDUDQWHHV ���� � � ����

/HWWHUV�RI�FUHGLW ��� � � ���

7RWDO�FUHGLW�ORVV�H[SHQVH ������� ��� ����� �����

2WKHU VXQGU\ LQFRPH LQFOXGHV LQFRPH IURP FDVKOHVV SROLF\ DQG RWKHU VRXUFHV� &DVKOHVV SROLF\ ZDV LQWURGXFHG E\ WKH &HQWUDO %DQN RI 1LJHULD LQ �����

7KH SROLF\ VWLSXODWHV � SHU FHQW FKDUJH ZRXOG EH DGPLQLVWHUHG E\ EDQNV IRU GDLO\ LQGLYLGXDO FXPXODWLYH RU VLQJOH FDVK ZLWKGUDZDOV LQ H[FHVV RI

1���������DQG���SHU�FHQW�FKDUJH�RQ�GDLO\�FXPXODWLYH�RU�VLQJOH�FDVK�ZLWKGUDZDOV�E\�FRPSDQ\�LQ�H[FHVV�RI�1�PLOOLRQ�

ϴϵ
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,Q�PLOOLRQV�RI�1DLUD �*URXS �*URXS %DQN %DQN

����

����

5HVWDWHG ����

����

5HVWDWHG

�� &UHGLW�ORVV�H[SHQVH
�L� /RDQ�LPSDLUPHQW

,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�WR�FRUSRUDWH�HQWLWLHV ������ � ������ �
,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�WR�LQGLYLGXDOV ��� � ��� �

������,QGLYLGXDO�LPSDLUPHQW � ������ � ������
������&ROOHFWLYH�LPSDLUPHQW � ����� � �����
%DG�GHEWV�ZULWWHQ�RII ��� ��� ��� ���
$OORZDQFHV�QR�ORQJHU�UHTXLUHG ������� ����� ������� �����

����� ������ ����� ������

�LL� ,PSDLUPHQW�FKDUJH�RQ�RWKHU�DVVHWV��QRWH������ ����� ��� ����� ���
�LLL� ,PSDLUPHQW�FKDUJH�RQ�LQYHVWPHQW�VHFXULWLHV ���� �� ���� ��
�LLL� /HWWHUV�RI�FUHGLW�DQG�JXDUDQWHHV ���� � ���� �

����� ��� ����� ���

����� ������ ����� ������

�� 3HUVRQQHO�H[SHQVHV
:DJHV�DQG�VDODULHV ������ ������ ������ ������
'HILQHG�FRQWULEXWLRQ�SODQ ����� ����� ����� �����

������ ������ ������ ������

���� 2WKHU�RSHUDWLQJ�H[SHQVHV
&RQWUDFW�VHUYLFHV ����� ����� ����� �����
$0&21�VXUFKDUJH��6HH��D��EHORZ� ����� ����� ����� �����
,QVXUDQFH ����� ����� ����� �����
1HW�IRUHLJQ�H[FKDQJH�ORVV ��� ����� ��� �����
1HW�ORVV�RQ�WUDGLQJ�VHFXULWLHV �� � �� �
2WKHU�SURIHVVLRQDO�IHHV��6HH��E��EHORZ� ��� ����� ��� �����

������ ������ ������ ������

�D� $0&21�VLQNLQJ�IXQG�FRQWULEXWLRQ

�E� 2WKHU�SURIHVVLRQDO�IHHV�LQFOXGH�OHJDO�FKDUJHV�DQG�ILOOLQJ�IHHV�

�*URXS �*URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

���� *HQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV

$GPLQLVWUDWLYH�H[SHQVHV ����� ����� ����� �����

2IILFH�H[SHQVHV ����� ����� ����� �����

(�EXVLQHVV�H[SHQVH ����� ����� ����� �����

&RPPXQLFDWLRQ�FRVW ����� ����� ����� �����

5HQWV�DQG�UDWHV ����� ����� ����� �����

$GYHUWLVLQJ�DQG�EXVLQHVV�SURPRWLRQ ����� ����� ����� �����

2WKHU�JHQHUDO�H[SHQVHV��1RWH������ ����� ��� ����� ���

%UDQGLQJ�H[SHQVHV ��� ��� ��� ���

6HPLQDU�DQG�FRQIHUHQFHV ����� ��� ����� ���

6HFXULW\ ��� ��� ��� ���

&DVK�KDQGOLQJ�DQG�FDVK�SURFHVVLQJ�H[SHQVHV ��� ��� ��� ���

7UDQVSRUW��WUDYHO��DFFRPRGDWLRQ ��� ��� ��� ���

'LUHFWRUV�RWKHU�H[SHQVHV ��� ��� ��� ���

$QQXDO�JHQHUDO�PHHWLQJ�H[SHQVHV �� ��� �� ���

6WDWLRQHU\�DQG�SULQWLQJ ��� ��� ��� ���

$XGLW�IHHV ��� ��� ��� ���

0HPEHUVKLS�DQG�VXEVFULSWLRQ ��� ��� ��� ���

'LUHFWRUV�IHH �� �� �� ��

)LQHV�DQG�SHQDOWLHV �� � �� �

1HZVSDSHUV�DQG�SHULRGLFDOV � � � �
������ ������ ������ ������

7KLV UHSUHVHQWV WKH %DQN
V FRQWULEXWLRQ WR D IXQG HVWDEOLVKHG E\ WKH $VVHW 0DQDJHPHQW &RUSRUDWLRQ RI 1LJHULD �$0&21� IRU WKH \HDU

HQGHG �� 'HFHPEHU ����� (IIHFWLYH � -DQXDU\ ����� WKH %DQN LV UHTXLUHG WR FRQWULEXWH DQ HTXLYDOHQW RI ���� ������ ����� RI LWV

WRWDO DVVHWV SOXV ���� RI DOO FRQWLQJHQW DVVHWV DV DW WKH SUHFHGLQJ \HDU HQG WR $0&21
V VLQNLQJ IXQG LQ OLQH ZLWK H[LVWLQJ JXLGHOLQHV�

7KLV FRQWULEXWLRQ LV PHDQW WR EH IRU �� \HDUV IURP WKH HIIHFWLYH GDWH RI 'HFHPEHU ����� ,W LV QRQ�UHIXQGDEOH DQG GRHV QRW UHSUHVHQW

DQ\�RZQHUVKLS�LQWHUHVW�

ϵϬ
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����

�*URXS �*URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

���� 2WKHU�SURSHUW\��SODQW�DQG�HTXLSPHQW��33(��FRVWV

5HSDLUV�DQG�PDLQWHQDQFH�RI�33( ����� ����� ����� �����

����� ����� ����� �����

�*URXS �*URXS %DQN %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� ,QFRPH�WD[

D &XUUHQW�LQFRPH�WD[�H[SHQVH�
,QFRPH�WD[��QRWH���G�L�� ��� � ��� �
(GXFDWLRQ�WD[���QRWH���G�LL�� � � � �

��� � ��� �
,QIRUPDWLRQ�7HFKQRORJ\�OHY\��QRWH���H� �� �� �� ��

��� �� ��� ��
'HIHUUHG�WD[�H[SHQVH�
2ULJLQDWLRQ�RI�WHPSRUDU\�GLIIHUHQFHV��QRWH���J� � � � �
7RWDO�LQFRPH�WD[�H[SHQVH ��� �� ��� ��

E &XUUHQW�LQFRPH�WD[�SD\DEOH

7KH�PRYHPHQW�RQ�WKLV�DFFRXQW�GXULQJ�WKH�\HDU�ZDV

DV�IROORZV�

%DODQFH��EHJLQQLQJ�RI�WKH�\HDU ��� ��� ��� ���
(VWLPDWHG�FKDUJH�IRU�WKH�\HDU��VHH����D��DERYH� ��� � ��� �
3D\PHQWV�GXULQJ�WKH�\HDU � ����� � �����
%DODQFH��HQG�RI�WKH�\HDU ��� ��� ��� ���

,QFOXGHG LQ WKH DPRXQW RI RWKHU JHQHUDO H[SHQVHV DUH ORDQ UHFRYHU\ H[SHQVHV� FXVWRGLDO VHUYLFHV�

GHEW�FDSLWDO�H[SHQVHV��PLVFHOODQHRXV�RIILFH�H[SHQVHV���HWF�

ϵϭ
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�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� ,QFRPH�WD[���FRQWLQXHG

F 5HFRQFLOLDWLRQ�RI�WRWDO�WD[�FKDUJH
� � � �

3URILW�EHIRUH�LQFRPH�WD[ ���� ����� ���� ����� ���� ����� ���� �����
   �         �         �         �      

,QFRPH�SD\DEOH�#�VWDWXWRU\�WD[�UDWH�RI���� ��� ����� ��� ����� ��� ����� ��� �����
7D[�HIIHFW�RI�
1RQ�GHGXFWLEOH�H[SHQVHV ��� ����� ��� ����� ��� ����� ��� �����
7D[�H[HPSW�,QFRPH ����� ������� ����� ������� ����� ������� ����� �������
(GXFDWLRQ�WD[ � � � � � � � �
,QIRUPDWLRQ�7HFKQRORJ\�/HY\��1,7'$� �� �� �� �� �� �� �� ��
0LQLPXP�WD[ � � � � � � � �
8QUHFRJQLVHG�WD[�ORVV ��� ����� ��� ����� ��� ����� ��� �����
7D[�RQ�GLYLGHQG�SDLG�EDVLV � ��� � � � ��� � �

������ ������������� ������ ������������� ������ ������������ ������ ���������������
(IIHFWLYH�WD[�UDWH��,QFRPH�WD[�H[SHQVH �� ��� �� �� �� ��� �� ��

   �          �          �          �       

G�L�

G�LL�

H

I

7KH EDVLV RI LQFRPH WD[ IRU ������ LV ��� RI 1����������� ZKLFK ZDV GLYLGHQG SDLG WR VKDUHKROGHUV LQ ���� DQG UHODWLQJ WR WKH ���� ILQDQFLDO \HDU UHVXOWV� 7KLV LV LQ FRPSOLDQFH ZLWK

6HFWLRQ ��$ RI &RPSDQ\ ,QFRPH 7D[ $FW ZKLFK VWDWHV WKDW ZKHUH WKHUH LV QR WD[DEOH SURILW RU WRWDO SURILW LV OHVV WKDQ WKH DPRXQW RI GLYLGHQG SDLG� WKH FRPSDQ\ VKDOO EH FKDUJHG DV LI

WKH GLYLGHQG LV WKH WRWDO SURILWV RI WKH FRPSDQ\ IRU WKH \HDU RI DVVHVVPHQW WR ZKLFK WKH DFFRXQWV� RXW RI ZKLFK GLYLGHQG LV GHFODUHG UHODWHV� 7KH %DQN ZDV QRW OLDEOH WR &RPSDQ\ ,QFRPH

7D[ LQ ���� DV WKH %DQN GLG QRW KDYH WD[DEOH SURILW� GLG QRW SD\ GLYLGHQG LQ ���� DQG KDV PRUH WKDQ ��� LPSRUWHG HTXLW\ FDSLWDO DV DW WKH UHSRUWLQJ GDWH �L�H� �� 'HFHPEHU ������

+HQFH��WKH�%DQN�ZDV�H[HPSWHG�IURP�PLQLPXP�WD[�DV�VWDWHG�LQ�6HFWLRQ�������RI�&,7$�DV�DPHQGHG������

7KH EDVLV RI WKH (GXFDWLRQ 7D[ LV �� RI DVVHVVDEOH SURILW ZKLFK LV QLO ������1LO�� $Q (GXFDWLRQ 7D[ RI �� RI DVVHVVDEOH SURILWV LV LPSRVHG RQ DOO FRPSDQLHV LQFRUSRUDWHG LQ 1LJHULD� 7KLV

WD[ LV YLHZHG DV D VRFLDO REOLJDWLRQ SODFHG RQ DOO FRPSDQLHV LQ HQVXULQJ WKDW WKH\ FRQWULEXWH WKHLU RZQ TXRWD LQ GHYHORSLQJ HGXFDWLRQDO IDFLOLWLHV LQ WKH FRXQWU\� 7KHUH ZDV QR (GXFDWLRQ

WD[�IRU�WKH�\HDU�EHFDXVH�WKH�%DQN�KDG�DQ�DVVHVVDEOH�ORVV�

7KH 1DWLRQDO ,QIRUPDWLRQ 7HFKQRORJ\ $JHQF\ $FW �1,7'$� ���� VWLSXODWHV WKDW VSHFLILHG FRPSDQLHV FRQWULEXWH �� RI WKHLU SURILW EHIRUH WD[ WR WKH 1DWLRQDO ,QIRUPDWLRQ 'HYHORSPHQW

$JHQF\���,Q�OLQH�ZLWK�WKH�$FW��WKH�%DQN�KDV�SURYLGHG�IRU�,QIRUPDWLRQ�WHFKQRORJ\�OHY\�DW�WKH�VSHFLILHG�UDWH�

7KH�SURYLVLRQV�RI�WKH�&RPSDQLHV�,QFRPH�7D[��([HPSWLRQ�RI�%RQGV�DQG�6KRUW�7HUP�*RYHUQPHQW�6HFXULWLHV��2UGHU�������JUDQWV�H[HPSWLRQ�WR�LQFRPH�IURP�ERQGV��DQG�WUHDVXU\�ELOOV�IURP

WD[�IRU�D�SHULRG�RI����\HDUV�

ϵϮ
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�� ,QFRPH�WD[

J� 'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV

���'HFHPEHU����� %DODQFH�DW���

'HFHPEHU�����

5HFRJQLVHG�LQ

SURILW�RU�ORVV
%DODQFH�DW����

'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

3URSHUW\��SODQW�DQG�HTXLSPHQW�DQG�VRIWZDUH ����� ������� ���
8QXWLOLVHG�WD[�FUHGLW��FDSLWDO�DOORZDQFH� ������� ����� �������
7D[�ORVV ������� ��� �������
3URYLVLRQV �� ���� ���

������� � �������

���'HFHPEHU����� %DODQFH�DW���

'HFHPEHU�����

5HFRJQLVHG�LQ

SURILW�RU�ORVV
%DODQFH�DW����

'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

3URSHUW\��SODQW�DQG�HTXLSPHQW�DQG�VRIWZDUH ����� ��� �����
8QXWLOLVHG�WD[�FUHGLW��FDSLWDO�DOORZDQFH� ������� �� �������
7D[�ORVV ������� ����� �������
3URYLVLRQV ��� ����� ��

������� � �������

�� (DUQLQJV�SHU�VKDUH��EDVLF�DQG�GLOXWHG�

*URXS *URXS %DQN %DQN

����

���'HF�����

5HVWDWHG ����

���'HF�����

5HVWDWHG

8QLW��
PLOOLRQV� 8QLW��
PLOOLRQV� 8QLW��
PLOOLRQV� 8QLW��
PLOOLRQV�
D ,VVXHG�RUGLQDU\�VKDUHV�DV�DW���-DQXDU\ ������ ������ ������ ������

:HLJKWHG�DYHUDJH�QXPEHU�RI�RUGLQDU\�VKDUHV ������ ������ ������ ������

E

3URILW�IRU�WKH�\HDU�DWWULEXWDEOH�WR�HTXLW\�KROGHUV�RI

WKH�%DQN ����� ����� ����� �����
%DVLF�HDUQLQJV�SHU�VKDUH ��N ��N ��N ��N
'LOXWHG�HDUQLQJV�SHU�VKDUH ��N ��N ��N ��N

7KH %DQN KDV XQXWLOL]HG FDSLWDO DOORZDQFH RI 1�������������� ������ 1���������������� XQXVHG WD[ ORVVHV FDUULHG

IRUZDUG DYDLODEOH RI 1�������������� ������ 1��������������� DQG GHGXFWLEOH WHPSRUDU\ GLIIHUHQFHV RI

1�������������� ������ 1������������ WR EH RIIVHW DJDLQVW IXWXUH WD[DEOH SURILWV� +RZHYHU QR GHIHUUHG WD[ DVVHW KDV

EHHQ UHFRJQLVHG LQ UHVSHFW RI WKHVH LWHPV GXH WR XQFHUWDLQWLHV UHJDUGLQJ WKH WLPLQJ DQG DPRXQW RI IXWXUH WD[DEOH SURILWV�

7KHUH�LV�QR�H[SLU\�GDWH�IRU�WKH�XWLOL]DWLRQ�RI�WKHVH�LWHPV�

7KH %DQN KDV EHHQ LQFXUULQJ WD[DEOH ORVVHV SULPDULO\ EHFDXVH RI WKH WD[ H[HPSWLRQ RQ LQFRPH RQ JRYHUQPHQW VHFXULWLHV�

7KH SURYLVLRQV RI WKH &RPSDQLHV ,QFRPH 7D[ �([HPSWLRQ RI %RQGV DQG 6KRUW 7HUP *RYHUQPHQW 6HFXULWLHV� 2UGHU� ����

JUDQWV H[HPSWLRQ WR LQFRPH IURP ERQGV DQG WUHDVXU\ ELOOV IURP WD[ IRU D SHULRG RI �� \HDUV� 7KH H[SLU\ GDWH RI WKH FLUFXODU

ZRXOG EH LQ \HDU ���� DQG WKLV WUHQG ZRXOG FRQWLQXH XQWLO WKH H[SLUDWLRQ RI WKH WD[ KROLGD\� 7KXV� WKH %DQN KDV DSSOLHG

FDXWLRQ E\ QRW UHFRJQL]LQJ DGGLWLRQDO GHIHUUHG WD[ DVVHWV ZKLFK LV QRW FRQVLGHUHG FDSDEOH RI UHFRYHU\� 7KH PDQDJHPHQW¶V

MXGJPHQW LV WKDW WKH GHIHUUHG WD[ UHFRJQL]HG LQ WKH ERRN LV UHFRYHUDEOH DIWHU WKH H[SLUDWLRQ RI H[HPSWLRQ JUDQWHG RQ

*RYHUQPHQW�VHFXULWLHV��7KH�%DQN�ZLOO�KDYH�WD[DEOH�SURILW�XSRQ�WKLV�H[SLUDWLRQ�

7KH FDOFXODWLRQ RI EDVLF HDUQLQJV SHU VKDUH DV DW �� 'HFHPEHU ���� ZDV EDVHG RQ WKH SURILW DWWULEXWDEOH WR RUGLQDU\

VKDUHKROGHUV RI 1�����PLOOLRQ ������ 1�����PLOOLRQ� DV UHVWDWHG� DQG ZHLJKWHG DYHUDJH QXPEHU RI RUGLQDU\ VKDUHV

RXWVWDQGLQJ�FDOFXODWHG�DV�IROORZV�
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�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� &DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD

&DVK�DQG�IRUHLJQ�PRQLHV ������ ������ ������ ������
8QUHVWULFWHG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ����� ������ ����� ������
'HSRVLWV�ZLWK�WKH�&HQWUDO�%DQN�RI�1LJHULD ������ ������ ������ ������

������� ������� ������� �������

�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 'XH�IURP�EDQNV

%DODQFHV�KHOG�ZLWK�EDQNV�RXWVLGH�1LJHULD ������ ������ ������ ������
0RQH\�PDUNHW�SODFHPHQWV ����� ������ ����� ������
%DODQFHV�KHOG�ZLWK�ORFDO�EDQNV ������ � ������ �

������ ������ ������ ������

*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

�� 3OHGJHG�DVVHWV

����

7UHDVXU\�ELOOV�)92&,��VHH�QRWH��D��EHORZ� ����� �����

7RWDO�GHEW�LQVWUXPHQWV�PHDVXUHG�DW�)92&, ����� �����

���� 3OHGJHG�DVVHWV�'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW

*RYHUQPHQW�ERQGV�$PRUWLVHG�FRVW��VHH�QRWH��E��EHORZ� ����� �����

2WKHU�SOHGJHG�DVVHWV��VHH�QRWH��F��EHORZ� ��� ���

6XE�WRWDO ����� �����

/HVV��$OORZDQFH�IRU�LPSDLUPHQW�ORVVHV ��� ���

7RWDO�GHEW�LQVWUXPHQWV�PHDVXUHG�DW�DPRUWLVHG�FRVW ����� �����
7RWDO�SOHGJHG�DVVHWV ������ ������

3OHGJH�DVVHWV�DV�DW����'HFHPEHU�����
�*URXS %DQN

,Q�PLOOLRQV�RI�1DLUD ���� ����

7UHDVXU\�ELOOV�$)6��VHH�QRWH��D��EHORZ� ����� �����
*RYHUQPHQW�ERQGV�+70��VHH�QRWH��E��EHORZ� ������ ������
*RYHUQPHQW�ERQGV�$)6��VHH�QRWH��E��EHORZ� ������ ������
(XUR�%RQG�$)6��VHH�QRWH��E��EHORZ� ������ ������
2WKHU�SOHGJHG�DVVHWV��VHH�QRWH��F��EHORZ� ��� ���

������� �������

D�

E�

F�

3OHGJHG DV VHFXULW\ IRU ORQJ WHUP ORDQ IURP &LWLEDQN ,QWHUQDWLRQDO� VWDQGLQJ IDFLOLWLHV �H[SDQGHG GLVFRXQW ZLQGRZ� ZLWK &HQWUDO %DQN RI 1LJHULD� FOHDULQJ

DFWLYLWLHV�ZLWK�)LUVW�%DQN�RI�1LJHULD�/LPLWHG�DQG�ORDQ�IDFLOLW\�IURP�%DQN�RI�,QGXVWU\�DQG�6HFXUHG�ERQG�WDNLQJV�XQGHU�UHSXUFKDVH�DJUHHPHQWV�

,QFOXGHG LQ RWKHU SOHGJHG DVVHWV DUH FDVK FROODWHUDO IRU OHWWHUV RI FUHGLW DQG YLVD FDUG WUDQVDFWLRQV� 7KH GHSRVLWV DUH QRW SDUW RI WKH IXQG XVHG E\ WKH

%DQN�IRU�GD\�WR�GD\�DFWLYLWLHV�

'HSRVLWV ZLWK WKH &HQWUDO %DQN RI 1LJHULD UHSUHVHQW PDQGDWRU\ UHVHUYH GHSRVLWV DQG DUH QRW DYDLODEOH IRU XVH LQ WKH %DQN
V GD\�WR�GD\ RSHUDWLRQV� ,W

GRHV�QRW�IRUP�SDUW�RI�FDVK�DQG�FDVK�HTXLYDOHQWV�LQ�WKH�VWDWHPHQW�RI�FDVK�IORZV�

,QFOXGHG LQ EDODQFHV ZLWK EDQNV RXWVLGH 1LJHULD LV WKH 1DLUD HTXLYDOHQW RI IRUHLJQ FXUUHQF\ EDODQFHV KHOG RQ EHKDOI RI FXVWRPHUV LQ UHVSHFW RI OHWWHUV RI

FUHGLW� 7KH FRUUHVSRQGLQJ OLDELOLWLHV DUH LQFOXGHG LQ RWKHU OLDELOLWLHV �VHH 1RWH ���� 7KHVH EDODQFHV DUH QRW DYDLODEOH IRU WKH GD\ WR GD\ RSHUDWLRQV RI WKH

%DQN�

7KH %DQN SOHGJHV DVVHWV WKDW DUH RQ LWV VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LQ YDULRXV GD\�WR�GD\ WUDQVDFWLRQV WKDW DUH FRQGXFWHG XQGHU WKH XVXDO WHUPV DQG

FRQGLWLRQV�DSSO\LQJ�WR�VXFK�DJUHHPHQWV�

3OHGJHG�IRU�FOHDULQJ�DFWLYLWLHV��DV�FROOHFWLRQ�EDQN�IRU�JRYHUQPHQW�WD[HV�DQG�,QWHUVZLWFK�HOHFWURQLF�FDUG�WUDQVDFWLRQV�

0RQH\ PDUNHW SODFHPHQWV DUH SODFHPHQW IRU YDU\LQJ SHULRGV EHWZHHQ RQH GD\ WR WKUHH PRQWKV� GHSHQGLQJ RQ WKH LPPHGLDWH FDVK UHTXLUHPHQWV RI WKH

%DQN�DQG�HDUQ�LQWHUHVW�DW�WKH�SUHYDLOLQJ�PDUNHW�UDWH�

'HEW�LQVWUXPHQWV�DW�)DLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH

�)92&,�
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���� ,PSDLUPHQW�ORVVHV�RQ�SOHGJHG�DVVHWV�VXEMHFW�WR�LPSDLUPHQW�DVVHVVPHQW

������ 3OHGJHG�DVVHWV�PHDVXUHG�DW�)92&,

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH
55��55� ����� � � �����
7RWDO ����� � � �����

$Q�DQDO\VLV�RI�FKDQJHV�LQ�WKH�IDLU�YDOXH�DQG�WKH�FRUUHVSRQGLQJ�(&/V�LV��DV�IROORZV�

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

)DLU�YDOXH�DV�DW���-DQXDU\����� ������ ������

1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG � � � �

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� �������� � � ��������

&KDQJH�LQ�IDLU�YDOXH �� � � ��

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�GHUHFRJQLVHG � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� ����� � � �����

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

(&/�DOORZDQFH�DV�DW���-DQXDU\����� ������������������������� � � ��

1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG ������������������������� � � �

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� ������������������������� � � ����

7UDQVIHUV�WR�6WDJH�� ������������������������� � � �

7UDQVIHUV�WR�6WDJH�� ������������������������� � � �

7UDQVIHUV�WR�6WDJH�� ������������������������� � � �

�������������������������
� � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� �������������������������� � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ ������������������������� � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV ������������������������� � � �

5HFRYHULHV ������������������������� � � �

$PRXQWV�ZULWWHQ�RII ������������������������� � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV ������������������������� � � �

$W����'HFHPEHU����� ��������������������������� ������������������������������� ����������������������������� ���������������������������������

������ 3OHGJHG�DVVHWV�LQVWUXPHQWV�PHDVXUHG�DW�$PRUWLVHG�FRVW

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH
55��55� ����� � � �����
7RWDO ����� � � �����

7KH�WDEOH�EHORZ�VKRZV�WKH�IDLU�YDOXH�RI�WKH�%DQN
V�SOHGJHG�DVVHWV�LQVWUXPHQWV�PHDVXUHG�DW�)92&,�E\�FUHGLW�ULVN��EDVHG�RQ�WKH�%DQN¶V�LQWHUQDO�FUHGLW

UDWLQJ�V\VWHP�DQG�\HDU�HQG�VWDJH�FODVVLILFDWLRQ��'HWDLOV�RI�WKH�%DQN¶V�LQWHUQDO�JUDGLQJ�V\VWHP�DUH�H[SODLQHG�LQ�1RWH����DQG�SROLFLHV�RQ�ZKHWKHU�(&/

DOORZDQFHV�DUH�FDOFXODWHG�RQ�DQ�LQGLYLGXDO�RU�FROOHFWLYH�EDVLV�DUH�VHW�RXW�LQ�1RWH�������

7KH WDEOH EHORZ VKRZV WKH FUHGLW TXDOLW\ DQG WKH PD[LPXP H[SRVXUH WR FUHGLW ULVN EDVHG RQ WKH %DQN¶V LQWHUQDO FUHGLW UDWLQJ V\VWHP DQG \HDU�HQG VWDJH

FODVVLILFDWLRQ��7KH�DPRXQWV�SUHVHQWHG�DUH�JURVV�RI�LPSDLUPHQW�DOORZDQFHV��'HWDLOV�RI�WKH�%DQN¶V�LQWHUQDO�JUDGLQJ�V\VWHP�DUH�H[SODLQHG�LQ�1RWH����

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV�GXULQJ

WKH�\HDU
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*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

*URVV�FDUU\LQJ�DPRXQW�DV�DW���-DQXDU\����� ������ � � ������

1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG � � � �

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� �������� � � ��������

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�GHUHFRJQLVHG � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� ����� � � �����

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

(&/�DOORZDQFH�DV�DW���-DQXDU\����� �� � � ��

1HZ�DVVHWV�SXUFKDVHG � � � �

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� ���� � � ����

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

� � � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ � � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV � � � �

5HFRYHULHV � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� � � � �

�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� /RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV
/RDQV�WR�FRUSRUDWH�HQWLWLHV�DQG�RWKHU�RUJDQL]DWLRQV ������� ������� ������� �������
/RDQV�WR�LQGLYLGXDOV ������ ������ ������ ������

������� ������� ������� �������
/HVV�
,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�WR�FRUSRUDWH�HQWLWLHV �������� Ͳ �������� Ͳ
,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�WR�LQGLYLGXDOV ������� Ͳ ������� Ͳ
,QGLYLGXDO�LPSDLUPHQW�DOORZDQFH � �������� � ��������
&ROOHFWLYH�LPSDLUPHQW�DOORZDQFH � ������� � �������

������� ������� ������� �������

����

������

*URXS�DQG�%DQN ���'HFHPEHU�����
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 32&, 7RWDO 7RWDO

([WHUQDO�UDWLQJ�JUDGH
55��55� ��������������� � � � ������� �������
55��55� ��������������� � � � ������� �������
55��55� ���������������� ������ � � ������� ������
55� �������������������� �� � �� ������
55� �������������������� ������ � ������ �����
55� �������������������� � ������ � ������ ������
7RWDO ������� ������ ������ � ������� �������

$Q�DQDO\VLV�RI�FKDQJHV�LQ�WKH�JURVV�FDUU\LQJ�DPRXQW�DQG�WKH�FRUUHVSRQGLQJ�(&/�DOORZDQFHV�LQ�UHODWLRQ�WR�&RUSRUDWH�OHQGLQJ�LV��DV�IROORZV�

*URXS�DQG�%DQN
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 32&, 7RWDO

*URVV�FDUU\LQJ�DPRXQW�DV�DW���-DQXDU\����� ������� ������ ������ � �������
1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG ������� � � � �������
$VVHWV�GHUHFRJQLVHG�RU�UHSDLG��H[FOXGLQJ�ZULWH�RIIV� ��������� �������� �������� � ���������
7UDQVIHUV�WR�6WDJH�� ������ �������� ����� � �
7UDQVIHUV�WR�6WDJH�� �������� ������ ���� � �
7UDQVIHUV�WR�6WDJH�� �������� ������� ������ � �

�� � � ��

$PRXQWV�ZULWWHQ�RII �������� � ��������
)RUHLJQ�H[FKDQJH�DGMXVWPHQWV ������ ����� ����� � ������
$W����'HFHPEHU ������� ������ ������ � �������

���'HFHPEHU�����

���'HFHPEHU�����

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV�GXULQJ

WKH�\HDU

,PSDLUPHQW�DOORZDQFH�IRU�ORDQV�DQG�DGYDQFHV�WR�FXVWRPHUV

/RDQV�WR�FRUSRUDWH�HQWLWLHV�DQG�RWKHU�RUJDQL]DWLRQV

7KH WDEOH EHORZ VKRZV WKH FUHGLW TXDOLW\ DQG WKH PD[LPXP H[SRVXUH WR FUHGLW ULVN EDVHG RQ WKH %DQN¶V LQWHUQDO FUHGLW UDWLQJ V\VWHP DQG \HDU�HQG VWDJH

FODVVLILFDWLRQ� 7KH DPRXQWV SUHVHQWHG DUH JURVV RI LPSDLUPHQW DOORZDQFHV� 'HWDLOV RI WKH %DQN¶V LQWHUQDO JUDGLQJ V\VWHP DUH H[SODLQHG LQ 1RWH �� DQG

SROLFLHV�RQ�ZKHWKHU�(&/�DOORZDQFHV�DUH�FDOFXODWHG�RQ�DQ�LQGLYLGXDO�RU�FROOHFWLYH�EDVLV�DUH�VHW�RXW�LQ�1RWH������

&KDQJHV�WR�FRQWUDFWXDO�FDVK�IORZV�GXH�WR�PRGLILFDWLRQV�QRW

UHVXOWLQJ�LQ�GHUHFRJQLWLRQ
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*URXS�DQG�%DQN
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 32&, 7RWDO

����� �� ������ � ������
1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG �� � � � ��
$VVHWV�GHUHFRJQLVHG�RU�UHSDLG��H[FOXGLQJ�ZULWH�RIIV� ������� ���� ������� � �������
7UDQVIHUV�WR�6WDJH�� ��� ���� ����� � �
7UDQVIHUV�WR�6WDJH�� ����� ��� ���� � �
7UDQVIHUV�WR�6WDJH�� ���� ���� �� � �

�� ��� ����� � �����
8QZLQG�RI�GLVFRXQW ��� �� ����� � �����

� �

����� ���� ����� � �����
$PRXQWV�ZULWWHQ�RII � � �������� � ��������
)RUHLJQ�H[FKDQJH�DGMXVWPHQWV �� � ����� � �����
$W����'HFHPEHU ����� ��� ������ � ������

������

*URXS�DQG�%DQN ���'HFHPEHU�����
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 32&, 7RWDO 7RWDO

,QWHUQDO�UDWLQJ�JUDGH
55��55� ����� � � � ����� ���
55��55� ������ � � � ������ �����
55��55� ��� ��� � � ����� �����
55� � � ��� � ��� �����
55� � � ����� � ����� �����
55� � � ��� � ��� ���
7RWDO ������ ��� ����� � ������ ������

$Q�DQDO\VLV�RI�FKDQJHV�LQ�WKH�JURVV�FDUU\LQJ�DPRXQW�DQG�WKH�FRUUHVSRQGLQJ�(&/�DOORZDQFHV�LQ�UHODWLRQ�WR�LQGLYLGXDO�OHQGLQJ�LV��DV�IROORZV�
*URXS�DQG�%DQN
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 32&, 7RWDO
*URVV�FDUU\LQJ�DPRXQW�DV�DW

��-DQXDU\����� ����� ��� ����� � ������
1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG ������ � � � ������
$VVHWV�GHUHFRJQLVHG�RU�UHSDLG��H[FOXGLQJ�ZULWH�RIIV� ������� ������� ������� � �������
7UDQVIHUV�WR�6WDJH�� ��� ���� ����� � �
7UDQVIHUV�WR�6WDJH�� ����� ��� ����� � �
7UDQVIHUV�WR�6WDJH�� ������� ���� ����� � �

� � � � �
$PRXQWV�ZULWWHQ�RII ����� �����
)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU ������ ��� ����� � ������

*URXS�DQG�%DQN
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 32&, 7RWDO

��� � ����� � �����
1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG �� � � � ��
$VVHWV�GHUHFRJQLVHG�RU�UHSDLG��H[FOXGLQJ�ZULWH�RIIV� ����� ���� ������� � �������
7UDQVIHUV�WR�6WDJH�� ��� ��� ����� � �
7UDQVIHUV�WR�6WDJH�� ���� ��� ����� � �
7UDQVIHUV�WR�6WDJH�� ���� ��� �� � �

����� ����� ��� � ��
8QZLQG�RI�GLVFRXQW �� �� ��� � ���

� � � � �

���� � ��� � ���
$PRXQWV�ZULWWHQ�RII � � ����� � �����
)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � � �
$W����'HFHPEHU �� �� ����� � �����

���'HFHPEHU�����

&KDQJHV�WR�FRQWUDFWXDO�FDVK�IORZV�GXH�WR�PRGLILFDWLRQV�QRW

UHVXOWLQJ�LQ�GHUHFRJQLWLRQ

���'HFHPEHU�����

7KH�FRQWUDFWXDO�DPRXQW�RXWVWDQGLQJ�RQ�ORDQV�WKDW�KDYH�EHHQ�ZULWWHQ�RII��EXW�ZHUH�VWLOO�VXEMHFW�WR�HQIRUFHPHQW�DFWLYLW\�ZDV�1����ELOOLRQ�DW���

'HFHPEHU�������1����ELOOLRQ��

&KDQJHV�WR�FRQWUDFWXDO�FDVK�IORZV�GXH�WR�PRGLILFDWLRQV�QRW

UHVXOWLQJ�LQ�GHUHFRJQLWLRQ

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV

7KH�GHFUHDVH�LQ�(&/V�RI�WKH�SRUWIROLR�ZDV�GULYHQ�E\�ZULWH�RIIV�DQG�UHFRYHULHV�RQ�WKH�JURVV�VL]H�RI�WKH�SRUWIROLR�

���'HFHPEHU�����

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ

VWDJHV�GXULQJ�WKH�SHULRG

(&/�DOORZDQFH�DV�DW���-DQXDU\������XQGHU�,)56��

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ

VWDJHV�GXULQJ�WKH�SHULRG

&KDQJHV�WR�FRQWUDFWXDO�FDVK�IORZV�GXH�WR�PRGLILFDWLRQV�QRW

UHVXOWLQJ�LQ�GHUHFRJQLWLRQ

7KH WDEOH EHORZ VKRZV WKH FUHGLW TXDOLW\ DQG WKH PD[LPXP H[SRVXUH WR FUHGLW ULVN EDVHG RQ WKH %DQN¶V LQWHUQDO FUHGLW UDWLQJ V\VWHP DQG \HDU�HQG VWDJH

FODVVLILFDWLRQ� 7KH DPRXQWV SUHVHQWHG DUH JURVV RI LPSDLUPHQW DOORZDQFHV� 'HWDLOV RI WKH %DQN¶V LQWHUQDO JUDGLQJ V\VWHP DUH H[SODLQHG LQ 1RWH �� DQG

SROLFLHV�RQ�ZKHWKHU�(&/�DOORZDQFHV�DUH�FDOFXODWHG�RQ�DQ�LQGLYLGXDO�RU�FROOHFWLYH�EDVLV�DUH�VHW�RXW�LQ�1RWH������

���'HFHPEHU�����

/RDQV�WR�,QGLYLGXDOV

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV

(&/�DOORZDQFH�DV�DW���-DQXDU\������XQGHU�,)56��

ϵϳ
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*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

������ ,PSDLUPHQW�DOORZDQFH�RQ�ORDQV�DQG�DGYDQFHV�WR�FXVWRPHUV

,QGLYLGXDO�LPSDLUPHQW�DOORZDQFH
%DODQFH��EHJLQQLQJ�RI�\HDU ����� �����
,PSDLUPHQW�FKDUJH�IRU�WKH�\HDU��QRWH���� ������ ������
5HYHUVDO�IRU�WKH�\HDU��QRWH���� ����� �����
:ULWH�RIIV ����� �����
%DODQFH��HQG�RI�\HDU ������ ������

������ &ROOHFWLYH�LPSDLUPHQW�DOORZDQFH
%DODQFH��EHJLQQLQJ�RI�\HDU ����� �����
,PSDLUPHQW�FKDUJH�IRU�WKH�\HDU���QRWH���� ����� �����
%DODQFH��HQG�RI�\HDU ����� �����

�*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

������ &ODVVLILFDWLRQ�RI�ORDQV�DQG�DGYDQFHV�E\�FDWHJRU\
���,QGLYLGXDOO\�,PSDLUHG ������ ������
���3DVW�GXH�EXW�QRW�LPSDLUHG ������ ������
��1HLWKHU�SDVW�GXH�QRU�LPSDLUHG ������� �������

������� �������

�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

������ &ODVVLILFDWLRQ�RI�ORDQV�DQG�DGYDQFHV�E\�UDWLQJ
5DWLQJ
55��55� ������� ������� ������� �������
55��55� ������� ������� ������� �������
55��55� ������� ������ ������� ������
55� ��� ������ ��� ������
55� ������ ����� ������ �����
55� ������ ������ ������ ������

������� ������� ������� �������

������ &ODVVLILFDWLRQ�RI�ORDQV�DQG�DGYDQFHV�E\�VHFXULW\

&DVK ������� ������� ������� �������
5HDO�HVWDWH ������� ������� ������� �������
6WRFNV�VKDUHV ����� ����� ����� �����
'HEHQWXUHV ������� ������� ������� �������
2WKHU�VHFXULWLHV ������� ������� ������� �������
8QVHFXUHG ������ ����� ������ �����

������� ������� ������� �������

2WKHU�VHFXULWLHV�LQFOXGHV�GRPLFLOLDWLRQ�RI�SURFHHGV��SHUVRQDO�JXDUDQWHHV��QHJDWLYH�SOHGJH��HWF�

/RDQV�DQG�DGYDQFHV�DUH�JUDQWHG�DW�GLIIHUHQW�LQWHUHVW�UDWHV�DFURVV�WKH�YDULRXV�SURGXFWV�

7KH�GHFUHDVH�LQ�(&/V�RI�WKH�SRUWIROLR�ZDV�GULYHQ�E\�ZULWH�RIIV�DQG�UHFRYHULHV�RQ�WKH�JURVV�VL]H�RI�WKH�SRUWIROLR�
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������
���'HFHPEHU�����

5DWLQJ

�,1',9,'8$//<

,03$,5('

�3$67�'8(�%87

127�,03$,5('

�1(,7+(5�3$67

'8(�125

,03$,5('

727$/�

1
PLOOLRQV 1
PLOOLRQV 1
PLOOLRQV 1
PLOOLRQV

���'HFHPEHU�����

55� ������������������������� ���������������������������� ������ ����������������������������
55� ������������������������� ���������������������������� ������ ����������������������������
55� ������������������������� ���������������������������� ������� ��������������������������
55� ������������������������� ���������������������������� ������� ��������������������������
55� ������������������������� ���������������������������� ������ ����������������������������
55� ������������������������� ���������������������������� �� ��������������������������������
55� ���������������������� ������������������������ � ����������������������������
55� ���������������������� �������������������������� � �����������������������������
55� ��������������������� ������������������������� � ����������������������������

��������������������� ������������������������ �������������������� ��������������������������

�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

������ &ODVVLILFDWLRQ�RI�ORDQV�DQG�DGYDQFHV�E\

$JULFXOWXUH ������ ������ ������ ������

&RPPXQLFDWLRQ ������ ������ ������ ������

&RQVXPHU ������ ����� ������ �����

(GXFDWLRQ ��� ��� ��� ���

)LQDQFH�DQG�LQVXUDQFH ������ ������ ������ ������

*RYHUQPHQW ������ ������ ������ ������

0DQXIDFWXULQJ ����� ����� ����� �����

0LQLQJ�	�TXDUU\LQJ ��� ��� ��� ���

0RUWJDJH ����� ����� ����� �����

2LO�DQG�JDV ������� ������� ������� �������

2WKHUV ������ ������ ������ ������

3RZHU ������ ������ ������ ������

5HDO�HVWDWH�	�FRQVWUXFWLRQ ������ ������ ������ ������

7UDQVSRUWDWLRQ ������ ������ ������ ������

1RQ�LQWHUHVW�EDQNLQJ ������ ������ ������ ������
������� ������� ������� �������

�*URXS �*URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� ,QYHVWPHQW�VHFXULWLHV�

�D� )LQDQFLDO�LQVWUXPHQW�KHOG�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV��)973/�

7UHDVXU\�ELOOV ����� ����� ����� �����
7RWDO�ILQDQFLDO�DVVHWV�PHDVXUHG�DW�)973/ ����� ����� ����� �����

&ODVVLILFDWLRQ�RI�ORDQV�DQG�DGYDQFHV�SHU�SHUIRUPDQFH

ϵϵ
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�*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

�E�

/RWXV�&DSLWDO�+DODO ��� ���

$IULFD�([SRUW�,PSRUW�%DQN ��� ���

1LJHULD�,QWHUEDQN�6HWWOHPHQW�6\VWHP�SOF ��� ���

$IULFD�)LQDQFH�&RUSRUDWLRQ ����� �����

8QLILHG�3D\PHQW�6\VWHP �� ��

,QYHVWPHQW�LQ�$*60(,6 ��� ���

1LJHULD�0RUWJDJH�5HILQDQFLQJ�&RUSRUDWLRQ ��� ���
7RWDO�HTXLW\�LQVWUXPHQWV�DW�)92&, ����� �����

�F� 'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH

7UHDVXU\�ELOOV ������ ������

*RYHUQPHQW��ERQGV ������ ������

&RUSRUDWH��ERQGV ��� ���
7RWDO�GHEW�LQVWUXPHQWV�PHDVXUHG�DW�)92&, ������� �������

�G� 'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW

*RYHUQPHQW��ERQGV ������� �������

&RUSRUDWH��ERQGV ��� ���

7UHDVXU\�ELOOV �� �

������� �������

/HVV���$OORZDQFH�IRU�,PSDLUPHQW�ORVVHV ����� �����
7RWDO�GHEW�LQVWUXPHQWV�PHDVXUHG�DW�DPRUWLVHG�FRVW ������� �������

�*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

�H� $YDLODEOH�IRU�VDOH

(TXLW\�VHFXULWLHV ����� �����

$OORZDQFH�IRU�LPSDLUPHQW�RQ�$)6 ����� �����

����� �����

7UHDVXU\�ELOOV ������ ������

*RYHUQPHQW�ERQGV ����� �����

(XUR�ERQGV ��� ���

&RUSRUDWH�ERQGV ��� ���
������ ������

�*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

�I� +HOG�WR�PDWXULW\ ������ ������

*RYHUQPHQW��ERQGV ��� ���

&RUSRUDWH��ERQGV �� �
7UHDVXU\�%LOOV ������ ������

,PSDLUPHQW�ORVVHV�RQ�ILQDQFLDO�LQYHVWPHQWV�VXEMHFW�WR�LPSDLUPHQW�DVVHVVPHQW

�J� 'HEW�LQVWUXPHQWV�PHDVXUHG�DW�)92&,

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH

55��55� ������� � � �������

55��55� ����� � � �����

55��55� ��� � � ���
7RWDO ������� � � �������

7KH WDEOH EHORZ VKRZV WKH IDLU YDOXH RI WKH %DQN
V GHEW LQVWUXPHQWV PHDVXUHG DW )92&, E\ FUHGLW ULVN� EDVHG RQ WKH %DQN¶V LQWHUQDO FUHGLW UDWLQJ V\VWHP

DQG \HDU�HQG VWDJH FODVVLILFDWLRQ� 'HWDLOV RI WKH %DQN¶V LQWHUQDO JUDGLQJ V\VWHP DUH H[SODLQHG LQ 1RWH �� DQG SROLFLHV RQ ZKHWKHU (&/ DOORZDQFHV DUH

FDOFXODWHG�RQ�DQ�LQGLYLGXDO�RU�FROOHFWLYH�EDVLV�DUH�VHW�RXW�LQ�1RWH�������

(TXLW\�LQVWUXPHQW�DW�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH

ϭϬϬ
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$Q�DQDO\VLV�RI�FKDQJHV�LQ�WKH�IDLU�YDOXH�DQG�WKH�FRUUHVSRQGLQJ�(&/V�LV��DV�IROORZV�

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

)DLU�YDOXH�DV�DW���-DQXDU\����� ������ ������

1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG ������� � � �������

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� �������� � � ��������

&KDQJH�LQ�IDLU�YDOXH ����� � � �����

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�GHUHFRJQLVHG � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� ������� � � �������

*URXS�DQG�%DQN

,Q�PLOOLRQV�RI�1DLUD

6WDJH��

LQGLYLGXDO 6WDJH���,QGLYLGXDO 6WDJH�� 7RWDO

����������������������� ���������������������������� �������������������������� ���

1HZ�DVVHWV�SXUFKDVHG ������������������������� � � ��

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� ������������������������� � � �

7UDQVIHUV�WR�6WDJH�� ������������������������� � � �

7UDQVIHUV�WR�6WDJH�� ������������������������� � � �

7UDQVIHUV�WR�6WDJH�� ������������������������� � � �

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV�GXULQJ�WKH�\HDU������������������������� � � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� �������������������������� � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ ������������������������� � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV ������������������������� � � �

5HFRYHULHV ������������������������� � � �

$PRXQWV�ZULWWHQ�RII ������������������������� � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV ������������������������� � � �

$W����'HFHPEHU����� ������������������������ ������������������������������� ����������������������������� ������������������������������

�K� 'HEW�LQVWUXPHQWV�PHDVXUHG�DW�DPRUWLVHG�FRVW

*URXS

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH
55��55� ������� � � �������

55��55� ����� � � �����

55��55� ��� ��� � ���

55� ������������������������������ � � �

55� ������������������������������ � � �

55� ������������������������������ � � �

7RWDO ������� ��� � �������

%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH

55��55� ������� � � �������

55��55� ����� � � �����

55��55� ��� ��� � ���

55� ������������������������������ � � �

55� ������������������������������ � � �

55� ������������������������������ � � �

7RWDO ������� ��� � �������

*URXS

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

*URVV�FDUU\LQJ�DPRXQW�DV�DW���-DQXDU\����� ������ ��� � ������

1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG ������� � � �������

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� ������� ����� � �������

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�GHUHFRJQLVHG � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� ������� ��� � �������

7KH WDEOH EHORZ VKRZV WKH FUHGLW TXDOLW\ DQG WKH PD[LPXP H[SRVXUH WR FUHGLW ULVN EDVHG RQ WKH %DQN¶V LQWHUQDO FUHGLW UDWLQJ V\VWHP DQG \HDU�HQG VWDJH

FODVVLILFDWLRQ� 7KH DPRXQWV SUHVHQWHG DUH JURVV RI LPSDLUPHQW DOORZDQFHV� 'HWDLOV RI WKH %DQN¶V LQWHUQDO JUDGLQJ V\VWHP DUH H[SODLQHG LQ 1RWH �� DQG

SROLFLHV�RQ�ZKHWKHU�(&/�DOORZDQFHV�DUH�FDOFXODWHG�RQ�DQ�LQGLYLGXDO�RU�FROOHFWLYH�EDVLV�DUH�VHW�RXW�LQ�1RWH�������

(&/�DOORZDQFH�DV�DW���-DQXDU\������XQGHU�,)56��

ϭϬϭ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

%DQN

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

*URVV�FDUU\LQJ�DPRXQW�DV�DW���-DQXDU\����� ������ ��� � ������

1HZ�DVVHWV�RULJLQDWHG�RU�SXUFKDVHG ������ � � ������

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� ������� ����� � �������

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�GHUHFRJQLVHG � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� ������� ��� � �������

*URXS

,Q�PLOOLRQV�RI�1DLUD

6WDJH��

LQGLYLGXDO 6WDJH���,QGLYLGXDO 6WDJH�� 7RWDO

(&/�DOORZDQFH�DV�DW���-DQXDU\����� �� �� � ���

1HZ�DVVHWV�SXUFKDVHG �� � � ��

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� � ���� � ����

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

� � � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� � � � �

� � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV � � � �

5HFRYHULHV � � � �

$PRXQWV�ZULWWHQ�RII � � � �

$W����'HFHPEHU����� �� �� � ���

%DQN

,Q�PLOOLRQV�RI�1DLUD

6WDJH��

LQGLYLGXDO 6WDJH���,QGLYLGXDO 6WDJH�� 7RWDO

(&/�DOORZDQFH�DV�DW���-DQXDU\����� �� �� � ���

1HZ�DVVHWV�SXUFKDVHG �� � � ��

$VVHWV�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJ�ZULWH�RIIV� � ���� � ����

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

� � � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ � � � �

� � � �

� � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV � � � �

5HFRYHULHV � � � �

$PRXQWV�ZULWWHQ�RII � � � �
$W����'HFHPEHU����� �� �� � ���

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ

VWDJHV�GXULQJ�WKH�\HDU

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV�GXULQJ

&KDQJHV�GXH�WR�PRGLILFDWLRQ�QRW�GHUHFRJQLVHG

,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV�GXULQJ

WKH�\HDU

&KDQJHV�GXH�WR�PRGLILFDWLRQ�QRW�GHUHFRJQLVHG

ϭϬϮ
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*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�K� $OORZDQFH�IRU�LPSDLUPHQW�RQ�,QYHVWPHQW�VHFXULWLHV

$OORZDQFH�IRU�,QVWUXPHQW�KHOG�DW�)92&,
%DODQFH��EHJLQQLQJ�RI�\HDU ��� ��� ��� ���
5HYHUVDO�RI�LPSDLUPHQW ����� �� ����� ��
%DODQFH��HQG�RI�\HDU � ��� � ���

�� ,QYHVWPHQW�LQ�6XEVLGLDU\

1DPH�RI�FRPSDQ\

6WHUOLQJ�,QYHVWPHQW�0DQDJHPHQW�3OF � �

&RQGHQVHG�6WDWHPHQW�RI�SURILW�RU�ORVV�IRU�WKH *URXS

�(OLPLQDWLRQ

(QWULHV %DQN 6WHUOLQJ�639
<HDU�HQGHG����'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

2SHUDWLQJ�,QFRPH ������ ������� ������ �����
2SHUDWLQJ�H[SHQVHV �������� ����� �������� �������
&UHGLW�ORVV�H[SHQVH ������� ���� ������� �
3URILW��ORVV��IRU�WKH�\HDU�EHIRUH�WD[ ����� � ����� �����
,QFRPH�WD[�H[SHQVH ����� � ����� �
3URILW��ORVV��IRU�WKH�\HDU�DIWHU�WD[ ����� � ����� �����

&RQGHQVHG�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ
$V�DW����'HFHPEHU�����
$VVHWV�
&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������������������ � ������������������ �
'XH�IURP�EDQNV ������������������� � ������������������� ���
3OHGJHG�DVVHWV ������������������� � ������������������� �
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������������������ �������� ������������������ ������
,QYHVWPHQWV�LQ�VHFXULWLHV� ������������������������ � ������������������������ �
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW

�������RU�ORVV ��������������������� � �������������������� �
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

�������FRPSUHKHQVLYH�LQFRPH ������������������ � ������������������ �
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

�������RWKHU�FRPSUHKHQVLYH�LQFRPH ��������������������� � �������������������� Ͳ
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ������������������ ������������������ ������
,QYHVWPHQW�LQ�VXEVLGLDU\ ������������������������ ��� ������������������������� �
2WKHU�DVVHWV ������������������� � ������������������� �
3URSHUW\��SODQW�DQG�HTXLSPHQW ������������������� � ������������������� �
,QWDQJLEOH�DVVHWV ��������������������� � �������������������� �
'HIHUUHG�WD[�DVVHWV ��������������������� � �������������������� �

���������������� �������������� ���������������� ����������������
1RQ�FXUUHQW�DVVHWV�KHOG�IRU�VDOH ��������������������� � �������������������� �
727$/�$66(76 ��������� �������� ��������� ������

/,$%,/,7,(6�	�(48,7<
'HSRVLWV�IURP�FXVWRPHUV ������������������ � ������������������ �
&XUUHQW�LQFRPH�WD[�SD\DEOH ���������������������� � ���������������������� �
2WKHU�ERUURZHG�IXQGV ������������������ � ������������������
'HEW�VHFXULWLHV�LVVXHG ������������������� �������� ������������������� ������
2WKHU�OLDELOLWLHV ������������������� � ������������������� �
3URYLVLRQV ���������������������� � ���������������������� �
6KDUH�FDSLWDO ������������������� ��� ������������������� �
6KDUH�SUHPLXP ������������������� � ������������������� �
5HWDLQHG�HDUQLQJV ��������������������� � ��������������������� �����
2WKHU�FRPSRQHQWV�RI�HTXLW\ ������������������� ��� ������������������� �
727$/�/,$%,/,7,(6�$1'�(48,7< ��������� �������� ��������� ������

2ZQHUVKLS�3HUFHFQWDJH

LQWHUHVW

�����SHUFHQW

,Q ����� 6WHUOLQJ %DQN 3OF UHJLVWHUHG 6WHUOLQJ ,QYHVWPHQW 0DQDJHPHQW 3OF �WKH 639� ZLWK WKH &RUSRUDWH $IIDLUV &RPPLVVLRQ

DV D SXEOLF OLPLWHG OLDELOLW\ FRPSDQ\ OLPLWHG E\ VKDUHV ZLWK DXWKRULVHG FDSLWDO RI 1��������� # 1���� SHU VKDUH� 7RWDO QXPEHU

RI LVVXHG VKDUH FDSLWDO LV �������� ZLWK ������� VKDUHV KHOG E\ 6WHUOLQJ %DQN 3OF DQG � VKDUH KHOG E\ WKH 0DQDJLQJ 'LUHFWRU

0U� $EXEDNDU 6XOHLPDQ� 7KH PDLQ REMHFWLYH RI VHWWLQJ XS WKH 639 LV WR UDLVH RU ERUURZ PRQH\ E\ WKH LVVXH RI ERQGV RU RWKHU

GHEW�LQVWUXPHQWV�

ϭϬϯ
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�� ,QYHVWPHQW�LQ�6XEVLGLDU\���&RQWLQXHG

&RQGHQVHG�VWDWHPHQW�RI�FDVK�IORZV *URXS

�(OLPLQDWLRQ

(QWULHV %DQN 6WHUOLQJ�639
<HDU�HQGHG����'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

�1HW�FDVK�IORZV�IURP��XVHG�LQ��RSHUDWLQJ�DFWLYLWLHV ������ � ������ �����
1HW�FDVK�IORZV�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV �������� �������� �������� ���
1HW�FDVK�IORZV�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV �������� ������ �������� �

1HW�GHFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV �������� � �������� ���
([FKDQJH�UDWH�PRYHPHQWV�RQ�FDVK�DQG�FDVK�HTXLYDOHQWV ����� � ����� �
&DVK�DQG�FDVK�HTXLYDOHQWV��EHJLQQLQJ�RI�WKH�\HDU ������ � ������ �
&DVK�DQG�FDVK�HTXLYDOHQWV��HQG�RI�WKH�\HDU ������ � ������ ���

&RQGHQVHG�6WDWHPHQW�RI�SURILW�RU�ORVV�IRU�WKH
<HDU�HQGHG����'HFHPEHU�����

2SHUDWLQJ�,QFRPH ������ ������� ������ �����
2SHUDWLQJ�H[SHQVHV �������� ����� �������� �������
&UHGLW�ORVV�H[SHQVH �������� ��������

3URILW�IRU�WKH�\HDU�EHIRUH�LQFRPH�WD[ ����� � ����� ��
,QFRPH�WD[�H[SHQVH ���� ���� �

����� � ����� ��

&RQGHQVHG�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ
$V�DW����'HFHPEHU�����
$VVHWV�
&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������������������ � ������������������ �
'XH�IURP�EDQNV ������������������� � ������������������� �
3OHGJHG�DVVHWV ������������������ � ������������������ �
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������������������ ������� ������������������ �����
,QYHVWPHQWV�LQ�VHFXULWLHV�
�������+HOG�IRU�WUDGLQJ ��������������������� � �������������������� �
�������$YDLODEOH�IRU�VDOH ������������������� � ������������������� �
�������+HOG�WR�PDWXULW\ ������������������� � ������������������� �����
,QYHVWPHQW�LQ�VXEVLGLDU\ ������������������������ ��� ������������������������� �
2WKHU�DVVHWV ������������������� � ������������������� �
3URSHUW\��SODQW�DQG�HTXLSPHQW ������������������� � ������������������� �
,QWDQJLEOH�DVVHWV ��������������������� � �������������������� �
'HIHUUHG�WD[�DVVHWV ��������������������� � �������������������� �

727$/�$66(76 ��������� ������� ��������� �����

/,$%,/,7,(6�	�(48,7<
'HSRVLWV�IURP�EDQNV ������������������� � ������������������� �
'HSRVLWV�IURP�FXVWRPHUV ������������������ � ������������������ �
&XUUHQW�LQFRPH�WD[�SD\DEOH ���������������������� � ���������������������� �
2WKHU�ERUURZHG�IXQGV ������������������ � ������������������
'HEW�VHFXULWLHV�LVVXHG ������������������� ������� �������������������� �����
2WKHU�OLDELOLWLHV ������������������� � ������������������� �
3URYLVLRQV ���������������������� � ���������������������� �
6KDUH�FDSLWDO ������������������� ��� ������������������� �
6KDUH�SUHPLXP ������������������� � ������������������� �
5HWDLQHG�HDUQLQJV ��������������������� � �������������������� ��
2WKHU�FRPSRQHQWV�RI�HTXLW\ ������������������� ��� ������������������� �

727$/�/,$%,/,7,(6�$1'�(48,7< ��������� ������� ��������� �����

ϭϬϰ
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�� ,QYHVWPHQW�LQ�6XEVLGLDU\���&RQWLQXHG

&RQGHQVHG�VWDWHPHQW�RI�FDVK�IORZV *URXS

�(OLPLQDWLRQ

(QWULHV %DQN 6WHUOLQJ�639
<HDU�HQGHG����'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

1HW�FDVK�IORZV��XVHG�LQ��IURP�RSHUDWLQJ�DFWLYLWLHV �������������������� � ������������������� ��������������������
1HW�FDVK�IORZV�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV �������������������� ���� ������������������� ��������������������
1HW�FDVK�IORZ�IURP�ILQDQFLQJ�DFWLYLWLHV ������������������ � ������������������ ��������������������

1HW�LQFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV ������������������� ���� ������������������� ϲϲ
([FKDQJH�UDWH�PRYHPHQWV�RQ�FDVK�DQG�FDVK�HTXLYDOHQWV ���������������������� � ���������������������� Ͳ
&DVK�DQG�FDVK�HTXLYDOHQWV��EHJLQQLQJ�RI�WKH�\HDU ������������������� � ������������������� Ͳ

&DVK�DQG�FDVK�HTXLYDOHQWV��HQG�RI�WKH�\HDU ������ ���� ������ ��

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 2WKHU�DVVHWV
)LQDQFLDO�DVVHWV
$FFRXQWV�UHFHLYDEOH��VHH�QRWH��L�� ������ ����� ������ �����
&RQWULEXWLRQ�WR�$*60(,6��VHH�QRWH��LLL��EHORZ� � ��� � ���

������ ����� ������ �����
1RQ�ILQDQFLDO�DVVHWV
3UHSD\PHQWV�DQG�RWKHU�GHELW�EDODQFHV��VHH�QRWH��LL��EHORZ ������ ������ ������ ������
3UHSDLG�VWDII�FRVW ����� ����� ����� �����
6WRFN�RI�FKHTXH�ERRNV�DQG�DGPLQLVWUDWLYH�VWDWLRQHULHV ��� ��� ��� ���
*URVV�RWKHU�DVVHWV ������ ������ ������ ������
$OORZDQFH�IRU�LPSDLUPHQW��RQ�RWKHU�DVVHWV��QRWH������ ����� ������� ����� �������

������ ������ ������ ������

L ,QFOXGHG�LQ�DFFRXQWV�UHFHLYDEOH�DUH��IRUH[�GHOLYHUDEOHV�GXH�IURP�&%1�IRU�WKH�%DQN¶V�FXVWRPHUV�

LL ,QFOXGHG�LQ�SUHSD\PHQWV�DUH�%DQN�SUHPLVHV�UHQW�DQG�LQVXUDQFH�

LLL

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

���� 0RYHPHQW�RI�DOORZDQFH�IRU�LPSDLUPHQW�RQ�RWKHU�DVVHWV
%DODQFH��EHJLQQLQJ�RI�\HDU ����� ��� ����� ���
&KDUJH�RQ�RWKHU�DVVHWV��QRWH���� ����� ��� ����� ���
:ULWH�RIIV ����� ���� ����� ����
%DODQFH��HQG�RI�\HDU ��� ����� ��� �����

7KH�%DQNHU
V�&RPPLWWHH�DW�LWV����VW�PHHWLQJ�KHOG�RQ���)HEUXDU\������DSSURYHG�WKH�$JULF�%XVLQHVV��6PDOO�DQG�0HGLXP

,QYHVWPHQW�6FKHPH��$*60(,6��WR�VXSSRUW�WKH�)HGHUDO�*RYHUQPHQW�HIIRUW
V�DW�SURPRWLQJ�$JULFXOWXUDO�EXVLQHVVHV�6PDOO�DQG

0HGLXP�(QWHUSULVHV��60(V���$OO�GHSRVLW�PRQH\�EDQNV�DUH�UHTXLUHG�WR�VHW�DVLGH����RI�3URILW�$IWHU�7D[��3$7��DIWHU�WKH�DSSURYDO

RI�WKH�ILQDQFLDO�VWDWHPHQWV�E\�&HQWUDO�%DQN�RI�1LJHULD�

ϭϬϱ
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�� 3URSHUW\��SODQW�DQG�HTXLSPHQW

*5283�	�%$1.

7KH�PRYHPHQW�GXULQJ�WKH�\HDU�ZDV�DV�IROORZV�

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

�D� &RVW

%HJLQQLQJ�DW���-DQXDU\����� ����� ����� ����� ����� ����� ����� ��� ������

$GGLWLRQV ��� ��� ��� ��� ����� ����� ��� �����

5HFODVVLILFDWLRQV � �� �� ��� �� � ����� �

'LVSRVDOV ���� ��� ��� ����� ��� ����� � �����

:ULWWHQ�RII � � � � � � ���� ����

%DODQFH�DW����'HFHPEHU����� ����� ����� ����� ������ ������ ����� ��� ������

�E� $FFXPXODWHG�GHSUHFLDWLRQ�DQG�LPSDLUPHQW

%HJLQQLQJ�DW���-DQXDU\����� ��� ��� ����� ����� ����� ����� � ������

&KDUJH�IRU�WKH�\HDU �� �� ��� ����� ����� ��� � �����

'LVSRVDOV � ��� � ����� ��� ����� � �����

%DODQFH�DW����'HFHPEHU����� ��� ��� ����� ����� ����� ����� � ������

1HW�ERRN�YDOXH

%DODQFH�DW����'HFHPEHU����� ����� ����� ����� ����� ����� ����� ��� ������

%DODQFH�DW����'HFHPEHU����� ����� ����� ����� ����� ����� ����� ��� ������

L�

LL�

�&DSLWDO�ZRUN�

LQ�SURJUHVV

7KH�ZULWH�RII�RI��1��PLOOLRQ�IURP�FDSLWDO�ZRUN�LQ�SURJUHVV�UHODWHV�WR�H[SHQGLWXUH�IRU�EUDQFK�GHYHORSPHQW�ZKLFK�ZDV��VWDOOHG��7KLV�LV��EHFDXVH�WKH�ORFDWLRQ�LV�QR�ORQJHU�YLDEOH�IRU

EXVLQHVV�

�/HDVHKROG�ODQG
�/HDVHKROG

LPSURYHPHQWV

�)XUQLWXUH�

ILWWLQJV�DQG

HTXLSPHQW

�&RPSXWHU

HTXLSPHQW

0RWRU

YHKLFOHV
7RWDO

�/HDVHKROG

EXLOGLQJ

7KH�JURVV�FDUU\LQJ�DPRXQW�RI�IXOO\�GHSUHFLDWHG�SURSHUW\��SODQW�DQG�HTXLSPHQW�WKDW�LV�VWLOO�LQ�XVH�LV�1���ELOOLRQ��������1���ELOOLRQ��

ϭϬϲ
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�� 3URSHUW\��SODQW�DQG�HTXLSPHQW�����FRQWLQXHG

*5283�	�%$1.

7KH�PRYHPHQW�RQ�WKHVH�DFFRXQWV�GXULQJ�WKH�\HDU�ZDV�DV�IROORZV�

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

1
��� 1
��� 1
��� 1
��� 1
��� 1
��� 1
��� 1
���

�D� &RVW

%HJLQQLQJ�DW���-DQXDU\����� ����� ����� ����� ������ ����� ����� ����� ������

$GGLWLRQV ��� ��� ��� ��� ����� ��� ��� �����

5HFODVVLILFDWLRQV ��� ��� � ��� �� �� ������� �

'LVSRVDOV � � � ����� ���� ����� � �����

:ULWWHQ�RII � � ������� ������� ������� ������� � ��������

%DODQFH�DW����'HFHPEHU����� ����� ����� ����� ����� ����� ����� ��� ������

�E� $FFXPXODWHG�GHSUHFLDWLRQ�DQG�LPSDLUPHQW

%HJLQQLQJ�DW���-DQXDU\����� ��� ��� ����� ����� ����� ����� � ������

&KDUJH�IRU�WKH�\HDU �� �� ��� ����� ����� ��� � �����

:ULWWHQ�RII � � ������� ������� ������� ������� � ��������

'LVSRVDOV � � � ����� ���� ����� � �����

%DODQFH�DW����'HFHPEHU����� ��� ��� ����� ����� ����� ����� � ������

1HW�ERRN�YDOXH

%DODQFH�DW����'HFHPEHU����� ����� ����� ����� ����� ����� ����� ��� ������

%DODQFH�DW����'HFHPEHU����� ����� ����� ����� ����� ����� ����� ����� ������

L�

LL�

�&DSLWDO�ZRUN�

LQ�SURJUHVV
7RWDO

7KH�JURVV�FDUU\LQJ�DPRXQW�RI�IXOO\�GHSUHFLDWHG�SURSHUW\��SODQW�DQG�HTXLSPHQW�WKDW�LV�VWLOO�LQ�XVH�LV��1���ELOOLRQ��������1����ELOOLRQ��

�)XUQLWXUH�

ILWWLQJV�DQG

HTXLSPHQW

�&RPSXWHU

HTXLSPHQW

0RWRU

YHKLFOHV
�/HDVHKROG�ODQG

�/HDVHKROG

EXLOGLQJ

�/HDVHKROG

LPSURYHPHQWV

$VVHWV�WKDW�KDYH�EHHQ�IXOO\�GHSUHFLDWHG��DFTXLUHG�EHWZHHQ�WKH�\HDU�RI������WR�������ZHUH�ZULWWHQ�RII�LQ�������DV�QR�IXWXUH�HFRQRPLF�EHQHILWV�FDQ�EH�GHULYHG�IURP�LWV�XVH�RU�GLVSRVDO�

ϭϬϳ
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*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� ,QWDQJLEOH�DVVHWV

3XUFKDVHG�VRIWZDUH
�D� &RVW

%DODQFH�DW�EHJLQQLQJ ����� ����� ����� �����
$GGLWLRQV ��� ��� ��� ���
:ULWWHQ�RII � ����� � �����
%DODQFH�HQG�RI�\HDU ����� ����� ����� �����

�E� $FFXPXODWHG�DPRUWLVDWLRQ�DQG�LPSDLUPHQW
%HJLQQLQJ�RI�\HDU ����� ����� ����� �����
$PRUWLVDWLRQ�IRU�WKH�\HDU ��� ��� ��� ���
:ULWWHQ�RII � ����� � �����
%DODQFH�HQG�RI�\HDU ����� ����� ����� �����
%DODQFH�DV�DW����'HFHPEHU ����� ����� ����� �����

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 1RQ�FXUUHQW�DVVHWV�KHOG�IRU�VDOH
$GGLWLRQV ����� Ͳ ����� Ͳ
'LVSRVDO � Ͳ � Ͳ

����� � ����� �

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 'HSRVLWV�IURP�EDQNV
0RQH\�0DUNHW � ����� � �����
'XH�WR�ORFDO�EDQNV � ����� � �����

� ������ � ������

�� 'HSRVLWV�IURP�FXVWRPHUV
&XUUHQW�DFFRXQWV ������� ������� ������� �������
6DYLQJV�DFFRXQWV ������ ������ ������ ������
7HUP�GHSRVLWV ������� ������� ������� �������
3OHGJHG�GHSRVLWV ������ ������ ������ ������

������� ������� ������� �������

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 2WKHU�ERUURZHG�IXQGV
'XH�WR�6WDQGDUG�&KDUWHUHG�%DQN��VHH�����L��� � ������ � ������
'XH�WR�&%1�$JULF�)XQG��VHH�����LL�� ������ ������ ������ ������
'XH�WR�&LWLEDQN��VHH�����LLL�� � ����� � �����
'XH�WR�&%1�6WDWH�(&$�VHFXUHG�ORDQV��VHH������LY�� ������ ������ ������ ������
'XH�WR�,VODPLF�&RUSRUDWLRQ��VHH�����Y�� ����� ������ ����� ������
'XH�WR�%DQN�RI�,QGXVWU\���PDQXIDFWXULQJ��VHH�����YL�� � ����� � �����
'XH�7R�1LJHULD�0RUWJDJH�5HIQDQFH�&RPSDQ\��VHH�����YLL�� ����� ����� ����� �����
'XH�WR�&%1���$%3��VHH�����YLLL�� ��� � ��� ���
'XH�WR�$%6$�%DQN��VHH�����L[�� ������ � ������ �
'XH�WR�&RXQWHU�3DUW\���&%1���6HH����[�� � ������ � ������
'XH�WR�$)5(;,0��VHH�QRWH�����[L� ������ ������ ������ ������
'XH�WR�&%1���566)�)XQG��6HH��[LL��EHORZ� ����� � ����� �
'XH�WR�&%1���1(6)�)XQG �6HH��[LLL��EHORZ� ����� � ����� �

������� ������� ������� �������

1RQ�ILQDQFLDO DVVHWV DFTXLUHG LQ H[FKDQJH IRU ORDQV DV SDUW RI DQ RUGHUO\ UHDOL]DWLRQ DUH UHFRUGHG DV QRQ�FXUUHQW DVVHWV KHOG IRU VDOH� ,I

WKH FDUU\LQJ DPRXQWV RI WKH DVVHWV DUH UHFRYHUHG SULQFLSDOO\ WKURXJK VDOH� WKH DVVHWV DUH DYDLODEOH IRU VDOH LQ WKHLU SUHVHQW FRQGLWLRQ� DQG

WKHLU VDOH LV KLJKO\ SUREDEOH� 7KH DVVHW DFTXLUHG LV UHFRUGHG DW WKH ORZHU RI LWV IDLU YDOXH OHVV FRVWV WR VHOO DQG WKH FDUU\LQJ DPRXQW RI WKH

ORDQ �QHW RI LPSDLUPHQW DOORZDQFH� DW WKH GDWH RI H[FKDQJH� 1R GHSUHFLDWLRQ LV FKDUJHG LQ UHVSHFW RI DVVHWV KHOG IRU VDOH� $Q\ VXEVHTXHQW

ZULWH�GRZQ RI WKH DFTXLUHG DVVHW WR IDLU YDOXH OHVV FRVWV WR VHOO LV UHFRJQL]HG LQ SURILW RU ORVV� LQ µ2WKHU RSHUDWLQJ H[SHQVHV¶� $Q\

VXEVHTXHQW LQFUHDVH LQ WKH IDLU YDOXH OHVV FRVWV WR VHOO� WR WKH H[WHQW WKLV GRHV QRW H[FHHG WKH FXPXODWLYH ZULWH�GRZQ� LV DOVR UHFRJQL]HG LQ

µ2WKHU�RSHUDWLQJ�LQFRPH¶��WRJHWKHU�ZLWK�DQ\�UHDOL]HG�JDLQV�RU�ORVVHV�RQ�GLVSRVDO�

3OHGJHG�GHSRVLWV�UHSUHVHQW�FRQWUDFWHG�FDVK�GHSRVLWV�ZLWK�WKH�%DQN�WKDW�DUH�KHOG�DV�VHFXULW\�IRU�ORDQV�JUDQWHG�WR�FXVWRPHUV�E\�WKH�%DQN�

ϭϬϴ
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�� 2WKHU�ERUURZHG�IXQGV���FRQWLQXHG

��E 0RYHPHQW�RQ�RWKHU�ERUURZHG�IXQGV�

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

%HJLQQLQJ�RI�\HDU ������� ������ ������� ������
$GGLWLRQV�GXULQJ�WKH�\HDU ������ ������� ������ �������
5HSD\PHQW�GXULQJ�WKH�\HDU ��������� �������� ��������� ��������
)RUHLJQ�H[FKDQJH�ORVV ����� � ����� �
$FFUXHG�LQWHUHVW ��� � ��� �

������� ������� ������� �������

���L� 'XH�WR�6WDQGDUG�&KDUWHUHG�%DQN

���LL� 'XH�WR�&%1�$JULF�)XQG

���LLL� 'XH�WR�&LWLEDQN�,QWHUQDWLRQDO�3OF

���LY� 'XH�WR�&%1�6WDWH�(&$�VHFXUHG�ORDQV

���Y� 'XH�WR�,VODPLF�&RUSRUDWLRQ

���YL� 'XH�WR�%DQN�RI�,QGXVWU\���0DQXIDFWXULQJ

���YLL� 'XH�WR��1LJHULD�0RUWJDJH�5HIQDQFH�&RPSDQ\

���YLLL� 'XH�WR�&HQWUDO�%DQN�RI�1LJHULD���$QFKRU�%RUURZHU
V�)XQG��$%3�

���L[� 'XH�WR�$%6$

���[� 'XH�WR�&RXQWHU�3DUW\���&%1

���[L� 'XH�WR�$)5(;,0

7KLV LV D IDFLOLW\ JUDQWHG DV D UHVXOW RI WKH GHFLVLRQ PDGH GXULQJ WKH -XQH ���� 1DWLRQDO (FRQRPLF &RXQFLO �1(&� PHHWLQJ IRU GHSRVLW

PRQH\ EDQNV WR H[WHQG FRQFHVVLRQDU\ ORDQV WR VWDWH JRYHUQPHQWV XVLQJ WKH EDODQFH LQ WKH ([FHVV &UXGH $FFRXQW �(&$� DV FROODWHUDO�

2VXQ DQG .ZDUD 6WDWH *RYHUQPHQW� LQGLFDWHG WKHLU ZLOOLQJQHVVV WR ZRUN ZLWK 6WHUOLQJ %DQN 3OF RQ WKH WUDQVDFWLRQ� 7KH 2VXQ 6WDWH

*RYHUPHQW DSSOLHG IRU 1��ELOOLRQ ZKLOH .ZDUD 6WDWH *RYHUQPHQW DSSOLHG IRU 1�ELOOLRQ� 7KH IDFLOLW\ ZDV DSSURYHG DW WKH -XQH ����

1DWLRQDO (FRQRPLF &RXQFLO PHHWLQJ� 7KH SXUSRVH RI WKH ORDQ LV IRU GHYHORSPHQWDO DQG LQIUDVWUXFWXUH SURMHFWV LQ WKH 6WDWHV� &%1 LV

JUDQWLQJ�WKH�ORDQ�WR�WKH�WKH�6WDWHV�DW����DQQXDOO\�IRU����\HDUV�

7KLV UHSUHVHQWV VKRUW�WHUP ILQDQFH IDFLOLW\ REWDLQHG IURP 6WDQGDUG &KDUWHUHG %DQN� /RQGRQ� 7KUHH ORDQV ZHUH JUDQWHG LQ ���� IRU WKH

SXUSRVH RI SURYLGLQJ GROODU OLTXLGLW\ IRU WKH %DQN� 7KH UDWH RI LQWHUHVW RQ WKH ORDQV LV WKH DJUHJJDWH RI WKH DSSOLFDEOH PDUJLQ DQG /LERU�

7KLV�IDFLOLW\�ZDV�IXOO\�UHSDLG�RQ����-XQH������

&HQWUDO %DQN RI 1LJHULD �&%1� LQ FROODERUDWLRQ ZLWK WKH )HGHUDO *RYHUQPHQW RI 1LJHULD �)*1� UHSUHVHQWHG E\ WKH )HGHUDO 0LQLVWU\ RI

$JULFXOWXUH DQG :DWHU 5HVRXUFHV �)0$ 	 :5� HVWDEOLVKHG D &RPPHUFLDO $JULFXOWXUDO &UHGLW 6FKHPH� �&$&6� WR SURPRWH FRPPHUFLDO

DJULFXOWXUDO HQWHUSULVH LQ 1LJHULD� 7KH %DQN REWDLQHG WKH ORDQ RQ EHKDOI RI WKH FXVWRPHU DW WZR ��� SHUFHQW IRU RQ OHQGLQJ WR FXVWRPHUV DW

D UDWH RI ��� 5HSD\PHQW SURFHHGV IURP &$&6 SURMHFWV DUH UHSDWULDWHG WR &%1 RQ TXDUWHUO\ EDVLV� /RDQV XQGHU WKH DJULFXOWXUH VFKHPH DUH

H[SHFWHG�WR�WHUPLQDWH�RQ����6HSWHPEHU������

7KLV UHSUHVHQWV WKH 1DLUD HTXLYDOHQW RI D 86'���������� FUHGLW IDFLOLW\ JUDQWHG WR WKH %DQN E\ &LWLEDQN ,QWHUQDWLRQDO 3OF SD\DEOH LQ �

\HDUV FRPPHQFLQJ 2FWREHU ���� DQG LQWHUHVW LV SD\DEOH TXDUWHUO\ DW /,%25 SOXV D PDUJLQ RI ��� EDVLV SRLQW� 7KH IDFLOLW\ ZDV

UHQHJRWLDWHG LQ ���� WR PDWXUH LQ -XQH ���� DW D IL[HG UDWH RI ���� DQQXDOO\� 7KH HIIHFWLYH LQWHUHVW UDWH RI WKH ORDQ LV ���� SHU DQQXP�

3ULQFLSDO�VKDOO�EH�SD\DEOH�DW�PDWXULW\��7KLV�IDFLOLW\�ZDV�IXOO\�UHSDLG�RQ����-XQH������

7KLV UHSUHVHQWV 1DLUD HTXLYDOHQW RI ������ PLOOLRQ DPRUWL]LQJ 0XUDEDKD ILQDQFLQJ IDFLOLWLHV JUDQWHG E\ ,VODPLF &RUSRUDWLRQ IRU WKH

GHYHORSPHQW�RI�WKH�SULYDWH�VHFWRU�IRU�D�SHULRG�RI�WZR�\HDUV��7KH�IDFLOLW\�DWWUDFWV�D�PDUJLQ�RI�������

7KLV LV D IDFLOLW\ PDGH DYDLODEOH WR WKH %DQN RQ 0D\ ���� IURP %DQN RI ,QGXVWU\ XQGHU &HQWUDO %DQN RI 1LJHULD 1���ELOOLRQ ,QWHUYHQWLRQ

)XQG IRU UHILQDQFLQJ DQG UHVWUXFWXULQJ RI EDQNV
 H[LVWLQJ ORDQ SRUWIROLRV WR 1LJHULD 60(�0DQXIDFWXULQJ VHFWRU� 7KH IDFLOLW\ LV DGPLQLVWHUHG

DW DQ DOO�LQ LQWHUHVW UDWH DQG FKDUJH RI �� SHU DQQXP SD\DEOH RQ TXDUWHUO\ EDVLV� 7KH PDQDJLQJ DJHQW �%2,� LV HQWLWOHG WR D ��

PDQDJHPHQW IHH DQG WKH %DQN D �� VSUHDG� /RDQV KDYH D PD[LPXP WHQRU RI �� \HDUV� /RDQV FDQ EH DFFHVVHG DV ZRUNLQJ FDSLWDO IDFLOLW\

IRU���\HDU�ZLWK�DQ�RSWLRQ�RI�UROORYHU��3ULQFLSDO�DQG�LQWHUHVW�VKDOO�EH�SD\DEOH�TXDUWHUO\�

7KLV UHSUHVHQWV D ORDQ DJUHHPHQW EHWZHHQ WKH %DQN DQG 1LJHULD 0RUWJDJH 5HILQDQFH &RPSDQ\ 3/& �105&� IRU 105& WR UHILQDQFH IURP

WLPH WR WLPH 0RUWJDJH /RDQV 2ULJLQDWHG E\ WKH %DQN ZLWK IXOO UHFRXUVH WR WKH %DQN RQ WKH WHUPV DQG FRQGLWLRQV VWDWHG LQ WKH DJUHHPHQW�

7KH�IDFLOLW\�ZDV�REWDLQHG�GXULQJ�WKH�\HDU������DW�DQ�LQWHUHVW�UDWH�RI�������SHU�DQQXP�WR�PDWXUH���6HSWHPEHU������

$QFKRU %RUURZHUV 3URJUDPPH �$%3� LV DQ LQLWLDWLYH RI WKH &HQWUDO %DQN RI 1LJHULD DQG ZDV ODXQFKHG E\ 3UHVLGHQW 0XKDPPDGX %XKDUL LQ

1RYHPEHU� ���� LQ .HEEL 6WDWH� &%1 HDUPDUNHG 1��EQ RXW RI 1���EQ 0LFUR� 6PDOO DQG 0HGLXP (QWHUSULVHV 'HYHORSPHQW )XQG

�060(')� WR EH JLYHQ WR IDUPHUV LQ FRRSHUDWLYH DW D VLQJOH UDWH RI �� DQG WKH DPRXQW LV GHSHQGHQW RQ WKH HFRQRPLFV RI SURGXFWLRQ RI

HDFK FRPPRGLW\� ,W LV DLPHG DW FUHDWLQJ DQ HFRV\VWHP WR OLQN VPDOO KROGHU IDUPHUV �ERUURZHUV� DQG SURFHVVRUV �DQFKRU� LQ WKH DJULFXOWXUDO

YDOXH FKDLQ WR DFKLHYH MRE FUHDWLRQ� LQFUHDVH GRPHVWLF SURGXFWLRQ RI DJULF FRPPRGLWLHV�UDZ PDWHULDOV� LPSURYH IDUPHUV LQFRPH DQG

UHGXFH�LPSRUW�GXW\�

7KLV UHSUHVHQWV D 86���PLOOLRQ WUDGH ILQDQFH IDFLOLW\ REWDLQHG IURP $EVD %DQN IRU D SHULRG RI RQH \HDU� 7KH IDFLOLW\ DWWUDFWV DQ LQWHUHVW

UDWH�RI��PRQWKV
�/LERU�SOXV�PDUJLQ�RI�������,QWHUHVW�LV�SD\DEOH�TXDUWHUO\�ZKLOH�WKH�SULQFLSDO�LV�SD\DEOH�DW�PDWXULW\�

7KLV UHSUHVHQWV �)L[HG WHQRU UHSR� VWDQGLQJ IDFLOLWLHV JUDQWHG E\ WKH &%1 XQGHU LWV H[SDQGHG GLVFRXQW ZLQGRZ RSHUDWLRQV VFKHPH� 7KHVH

IDFLOLWLHV KDYH WHQRUV RI �� DQG �� GD\V ZLWK LQWHUHVWV UDWHV VHW DW ��� DQG ����� SHU DQQXP� )HGHUDO *RYHUQPHQW ERQGV ZHUH SOHGJHG WR

WKH &%1 ZLWK D FRPPLWPHQW WR UHSXUFKDVH WKHVH LQVWUXPHQWV DW D PDUNXS DW WKH H[SLUDWLRQ RI WKH IDFLOLW\ WHQRU� 6HH )*1 ERQGV SOHGJHG LQ

1RWH���E�

7KLV UHSUHVHQWV WKH RXWVWDQGLQJ 1DLUD HTXLYDOHQW RI ��� PLOOLRQ PHGLXP WHUP DPRUWL]LQJ DQG VKRUW WHUP WUDGH ORDQV JUDQWHG E\ $IULFDQ

([SRUW� ,PSRUW %DQN IRU D SHULRG RI ILYH ��� \HDUV� 7KH IDFLOLWLHV DWWUDFWV D IL[HG PDUJLQ RI ����� SHU DQQXP UHVSHFWLYHO\� ,QWHUHVW SD\DEOH

XQGHU WKH DJUHHPHQW LV FDOFXODWHG EDVHG RQ WKH DFWXDO QXPEHU RI GD\V HODSVHG LQ D \HDU� 7KH %DQN ZLOO DOVR SD\ D RQH � RII IDFLOLW\ IHH

FKDUJH�RI������IODW�XSRQ�IDFLOLW\�VLJQLQJ�RU�DW�GLVEXUVHPHQW�

ϭϬϵ
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�� 2WKHU�ERUURZHG�IXQGV���FRQWLQXHG

���[LL� 'XH�WR�&%1���566)�)XQG

���[LLL� 'XH�WR�&%1���1(6)�)XQG

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 'HEW�VHFXULWLHV�LVVXHG

����'HEW�VHFXULWLHV�FDUULHG�DW�DPRUWLVHG�FRVW��6HH��L��EHORZ� � ����� � �����

�������'HEW�VHFXULWLHV�FDUULHG�DW�DPRUWLVHG�FRVW��6HH��LL��EHORZ� � � ����� �����

�������'HEW�VHFXULWLHV�FDUULHG�DW�DPRUWLVHG�FRVW��6HH��LLL��EHORZ� � ������
&RPPHUFLDO�SDSHU��6HH��LY��EHORZ� ������ � ������ �
������'HEW�VHFXULWLHV�FDUULHG�DW�DPRUWLVHG�FRVW��6HH��Y��EHORZ� ����� ����� � �

�������'HEW�VHFXULWLHV�FDUULHG�DW�DPRUWLVHG�FRVW��6HH��YL��EHORZ� ������ � � �
������ ������ ������ �����

0RYHPHQWV�LQ�GHEW�VHFXULWLHV�LVVXHG
$W�EHJLQQLQJ�RI�WKH�\HDU ������ ������ ����� ������
$GGLWLRQV ������ � ������ �
5HSD\PHQWV ������� ������� ������� �������
$FFUXHG�LQWHUHVW ����� ��� ����� ���

������ ������ ������ �����

L

LL

LLL

LY

Y

YL

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� 2WKHU�OLDELOLWLHV
)LDQFLDO�/LDELOLWLHV
2WKHU�FUHGLW�EDODQFHV��QRWH������ ������ ������ ������ ������
&XVWRPHUV
�GHSRVLWV�IRU�IRUHLJQ�WUDGH ������ ������ ������ ������
&HUWLILHG�FKHTXHV ����� ����� ����� �����
&UHGLWRUV�DQG�DFFUXDOV ������ ����� ������ �����

������ ������ ������ ������

1RQ�)LQDQFLDO�/LDELOLWLHV
,QIRUPDWLRQ�WHFKQRORJ\�OHY\ �� �� �� ��
7RWDO�2WKHU�/LDELOLWLHV ������ ������ ������ ������

7KLV UHSUHVHQWV 1������ELOOLRQ ��\HDU ������ IL[HG UDWH VXERUGLQDWHG QRWHV LVVXHG E\ WKH %DQN DQG DSSURYHG RQ �� 1RYHPEHU ���� DQG

� 2FWREHU ���� E\ WKH &HQWUDO %DQN RI 1LJHULD DQG WKH 6HFXULWLHV 	 ([FKDQJH &RPPLVVLRQ UHVSHFWLYHO\� ,QWHUHVW LV SD\DEOH WR WKH -RLQW

7UXVWHHV VHPL�DQQXDOO\ ZKLOH SULQFLSDO LV SD\DEOH DW PDWXULW\� 7KH QRWH LVVXHG ZDV SXUFKDVHG E\ 6WHUOLQJ ,QYHVWPHQW 0DQDJHPHQW 639

3OF�

7KLV UHSUHVHQWV 1����� ELOOLRQ ��\HDU ��� VXERUGLQDWHG XQVHFXUHG QRQ�FRQYHUWLEOH GHEHQWXUH VWRFN LVVXHG E\ WKH %DQN DQG DSSURYHG RQ

�� 'HFHPEHU ���� DQG �� 'HFHPEHU ���� E\ WKH &HQWUDO %DQN RI 1LJHULD DQG WKH 6HFXULWLHV 	 ([FKDQJH &RPPLVVLRQ UHVSHFWLYHO\� 7KH

%DQN LV REOLJHG WR SD\ WKH 7UXVWHH �6N\H %DQN 3OF� LQWHUHVW VHPL�DQQXDOO\ RQ WKH QRQ�FRQYHUWLEOH GHEHQWXUH VWRFN GXH ���� XQWLO DOO WKH

HQWLUH VWRFN KDYH EHHQ UHGHHPHG� 7KH HIIHFWLYH LQWHUHVW UDWH LV ������ SHU DQQXP�7KH GHEHQWXUH QRWH ZDV IXOO\ UHSDLG RQ �� 'HFHPEHU

�����
7KLV UHSUHVHQWV 1���ELOOLRQ ��\HDU ������ IL[HG UDWH VXERUGLQDWHG QRWHV LVVXHG E\ WKH %DQN DQG DSSURYHG RQ �� $XJXVW ���� DQG �

$XJXVW ���� E\ WKH &HQWUDO %DQN RI 1LJHULD DQG WKH 6HFXULWLHV 	 ([FKDQJH &RPPLVVLRQ UHVSHFWLYHO\� ,QWHUHVW LV SD\DEOH WR WKH -RLQW

7UXVWHHV VHPL�DQQXDOO\ ZKLOH SULQFLSDO LV SD\DEOH DW PDWXULW\� 7KH QRWH LVVXHG ZDV SXUFKDVHG E\ 6WHUOLQJ ,QYHVWPHQW 0DQDJHPHQW 639

3OF�

7KLV UHSUHVHQWV WUDQFKH � 1����ELOOLRQ ����GD\ DQG WUDQFKH � 1����ELOOLRQ ����GD\ &RPPHUFLDO 3DSHUV LVVXHG RQ � $XJXVW ���� ZLWK

LPSOLHG�\LHOGV�RI��������DQG���������UHVSHFWLYHO\��7KH�&RPPHUFLDO�SDSHUV�DUH�TXRWHG�DQG�WUDGHG�RQ�WKH�)0'4�27&�([FKDQJH�

1RQ�2LO�6XSSRUW�([SRUW�6WLPXODWLRQ�)DFLOLW\��1(6)��LV�GHVLJQHG�WR�UHGUHVV�WKH�GHFOLQLQJ�H[SRUW�FUHGLW�DQG�UHSRVLWLRQ�WKH�VHFWRU�WR�LQFUHDVH

LWV�FRQWULEXWLRQ�WR�UHYHQXH�JHQHUDWLRQ�DQG�HFRQRPLF�GHYHORSPHQW��,WV�GHVLJQHG�WR�EH�DFFHVVHG�E\�H[SRUWHUV�DW�D�VLQJOH�GLJLW�RI����DQG

PD[LPXP�REOLJRU�OLPLW�RI�1�EQ��,W�DLPHG�DW�LPSURYLQJ�H[SRUW�ILQDQFLQJ�DQG�DGGLWLRQDO�RSSRUWXQLWLHV�IRU�H[SRUWHUV�WR�XSVFDOH�DQG�H[SDQG

WKHLU�EXVLQHVVHV�LQ�LPSURYLQJ�WKHLU�FRPSHWLWLYHQHVV��7KH�JHQHUDO�DLP�LV�WR�GLYHUVLI\�WKH�UHYHQXH�EDVH�RI�WKH�FRXQWU\�IURP�PRQR�HFRQRP\

L�H�RLO�

7KLV UHSUHVHQWV D 1��� ELOOLRQ ��\HDU ������ VXERUGLQDWHG XQVHFXUHG QRQ�FRQYHUWLEOH GHEHQWXUH VWRFN LVVXHG E\ WKH VXEVLGLDU\� DQG

DSSURYHG RQ �� $XJXVW ���� DQG � $XJXVW ���� E\ WKH &HQWUDO %DQN RI 1LJHULD DQG WKH 6HFXULWLHV 	 ([FKDQJH &RPPLVVLRQ� UHVSHFWLYHO\�

,QWHUHVW LV SD\DEOH VHPL�DQQXDOO\ RQ WKH QRQ�FRQYHUWLEOH GHEHQWXUH VWRFN GXH LQ ����� 7KH HIIHFWLYH LQWHUHVW UDWH LV ������ SHU DQQXP�

DQG XQWLO WKH HQWLUH VWRFN KDV EHHQ UHGHHPHG� WKH ,VVXHU �6WHUOLQJ ,QYHVWPHQW 0DQDJHPHQW 639 3OF� LV REOLJHG WR SD\ LQWHUHVW WR WKH

7UXVWHHV�RQ�EHKDOI�RI�WKH�ERQG�KROGHUV�

7KLV UHSUHVHQWV D 1������ ELOOLRQ ��\HDU ������ VXERUGLQDWHG XQVHFXUHG QRQ�FRQYHUWLEOH GHEHQWXUH VWRFN LVVXHG E\ WKH &RPSDQ\� DQG

DSSURYHG RQ �� 1RYHPEHU ���� DQG � 2FWREHU ���� E\ WKH &HQWUDO %DQN RI 1LJHULD DQG WKH 6HFXULWLHV 	 ([FKDQJH &RPPLVVLRQ�

UHVSHFWLYHO\� ,QWHUHVW LV SD\DEOH VHPL�DQQXDOO\ RQ WKH QRQ�FRQYHUWLEOH GHEHQWXUH VWRFN GXH LQ ����� 7KH HIIHFWLYH LQWHUHVW UDWH LV �������

SHU DQQXP� DQG XQWLO WKH HQWLUH VWRFN KDV EHHQ UHGHHPHG� WKH ,VVXHU �6WHUOLQJ ,QYHVWPHQW 0DQDJHPHQW 639 3OF� LV REOLJHG WR SD\ LQWHUHVW

WR�WKH�7UXVWHHV�RQ�EHKDOI�RI�WKH�ERQG�KROGHUV�

7KH &HQWUDO %DQN RI 1LJHULD� DV SDUW RI WKH HIIRUWV WR XQORFN WKH SRWHQWLDO RI WKH UHDO VHFWRU WR HQJHQGHU RXWSXW JURZWK� YDOXH DGGHG

SURGXFWLYLW\ DQG MRE FUHDWLRQ KDV HVWDEOLVKHG D 1��� ELOOLRQ 5HDO 6HFWRU 6XSSRUW )DFLOLW\ �566)�� 7KH )DFLOLW\ ZLOO EH XVHG WR VXSSRUW ODUJH

HQWHUSULVHV IRU VWDUW�XSV DQG H[SDQVLRQ ILQDQFLQJ QHHGV RI 1��� PLOOLRQ XS WR D PD[LPXP RI 1���� ELOOLRQ� 7KH ORDQ WHQRU LV �� \HDUV ZLWK

PRUDWRULXP�DQG�DW�DOO�LQ�UDWH�RI����

ϭϭϬ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� 2WKHU�OLDELOLWLHV���FRQWLQXHG

����

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

���� 3URYLVLRQV
3URYLVLRQV�IRU�OLWLJDWLRQV�DQG�FODLPV ��� ��� ��� ���

��� ��� ��� ���

%DODQFH��EHJLQQLQJ�RI�\HDU���-DQXDU\����� ��� ��� ��� ���
,PSDFW�RI�DGRSWLQJ�,)56����1RWH����� �� ��
5HYHUVDO�RI�SURYLVLRQ ���� ����

��� ��� ��� ���

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�� &DSLWDO�DQG�HTXLW\�UHVHUYHV

6KDUH�FDSLWDO

�D� $XWKRULVHG�
���������������2UGLQDU\�VKDUHV�RI���N�HDFK ������ ������ ������ ������

�E� ,VVXHG�DQG�IXOO\�SDLG�

������ELOOLRQ��������������ELOOLRQ��2UGLQDU\�VKDUHV�RI���N�HDFK ������ ������ ������ ������

�L� 2UGLQDU\�VKDUHKROGLQJ�

�LL� �0RYHPHQW�LQ�LVVXHG�DQG�IXOO\�SDLG�VKDUH�FDSLWDO�LV�DV�IROORZV�

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�XQLWV ���� ���� ���� ����

������ELOOLRQ��������������ELOOLRQ��2UGLQDU\�VKDUHV�RI���N�HDFK ������ ������ ������ ������
������ ������ ������ ������

0RYHPHQW�LQ�QRPLQDO�VKDUH�FDSLWDO�LQ�XQLWV

%DODQFH�DW�EHJLQQLQJ�DQG�HQGLQJ�RI�WKH�\HDU ������ ������ ������ ������
������ ������ ������ ������

�� 'LYLGHQGV

,Q UHVSHFW RI ����� WKH 'LUHFWRUV KDYH QRW GHFODUHG DQ\ SURSRVHG GLYLGHQG IRU WKH \HDU� ,Q ����� WKH 'LUHFWRUV GHFODUHG D GLYLGHQG RI �

.RER�SHU�VKDUH��DPRXQWLQJ�WR�1����0LOOLRQ��7KLV�ZDV�DSSURYHG�E\�PHPEHUV�DW�WKH�$QQXDO�*HQHUDO�0HHWLQJ�GDWHG�0D\���������

3URYLVLRQ IRU OLWLJDWLRQV� 7KLV LV SURYLVLRQ IRU OLWLJDWLRQV DQG FODLPV DJDLQVW WKH %DQN DV DW �� 'HFHPEHU ����� 7KHVH FODLPV DURVH LQ WKH

QRUPDO FRXUVH RI EXVLQHVV DQG DUH EHLQJ FRQWHVWHG E\ WKH %DQN� 7KH 'LUHFWRUV� KDYLQJ VRXJKW DGYLFH RI SURIHVVLRQDO FRXQVHOV� DUH RI WKH

RSLQLRQ WKDW WKLV SURYLVLRQ LV DGHTXDWH IRU OLDELOLW\ WKDW KDYH FU\VWDOL]HG IURP WKHVH FODLPV� 7KHUH LV QR H[SHFWHG UHLPEXUVHPHQW LQ UHVSHFW

RI�WKLV�SURYLVLRQ�

7KH KROGHUV RI RUGLQDU\ VKDUHV DUH HQWLWOHG WR UHFHLYH GLYLGHQG DV GHFODUHG IURP WLPH WR WLPH DQG DUH HQWLWOHG WR YRWH DW PHHWLQJ RI WKH

%DQN��$OO�RUGLQDU\�VKDUHV�UDQN�SDUL�SDVVX�ZLWK�WKH�VDPH�ULJKWV�DQG�EHQHILWV�DW�PHHWLQJV�RI�WKH�%DQN�

2WKHU FUHGLW EDODQFHV LQFOXGHV PRVWO\ GHSRVLW VHFXUHG ZLWK ERQGV RI 1����ELOOLRQ DQG $70 XQVHWWOHG WUDQVDFWLRQV RI 1���PLOOLRQ� ,W DOVR

LQFOXGHV XSIURQW IHHV RQ ILQDQFLDO JXDUDQWHH FRQWUDFW VXFK DV $GYDQFH 3D\PHQW *XDUDQWHH DQG %LG ERQG� HWF� 7KH XSIURQW IHHV DUH

DPRUWLVHG�XVLQJ�WKH�PDWXULW\�GDWH�RI�WKH�JXDUDQWHHV�

ϭϭϭ
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���� 2WKHU�FRPSRQHQWV�RI�HTXLW\

,Q�PLOOLRQV�RI�1DLUD

)DLU�YDOXH

UHVHUYH

6KDUH�FDSLWDO

UHVHUYH

5HJXODWRU\�ULVN

UHVHUYH

60((,6

UHVHUYH

$*60(,6

UHVHUYH

6WDWXWRU\

UHVHUYH

7RWDO�RWKHU

FRPSRQHQWV�RI

HTXLW\

�D� *5283

%DODQFH�DW���-DQXDU\����� ������� ����� ������ ��� ������ ������
,PSDFW�RI�DGRSWLQJ�,)56����1RWH����� ����� � � � � �����
7UDQVIHUV�EHWZHHQ�UHVHUYHV � � ������� � � �������
5HVWDWHG�RSHQLQJ�EDODQFH�XQGHU�,)56�� ������� ����� ����� ��� � ������ ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

2WKHU�FRPSUHKHQVLYH�LQFRPH�QHW�RI�WD[

1HW�FKDQJH�LQ�IDLU�YDOXH�RI�GHEW�LQVWUXPHQW�DW�)92&, ������� � � � � � �������
1HW�FKDQJH�LQ�IDLU�YDOXH�RI�HTXLW\�LQVWUXPHQW�DW�)92&, ����� � � � � � �����
&KDQJHV�LQ�DOORZDQFH�IRU�H[SHFWHG�FUHGLW�ORVVHV ���� � � � � � ����
7UDQVIHUV�IRU�WKH�\HDU � � ������ � ��� ����� ������
%DODQFH�DW����'HFHPEHU����� ������� ����� ������ ��� ��� ������ ������

%DODQFH�DW���-DQXDU\����� �������� ����� ������ ��� ������ ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

3URILW�IRU�WKH�\HDU � � � � � �

2WKHU�FRPSUHKHQVLYH�LQFRPH�QHW�RI�WD[

1HW�FKDQJHV�LQ�IDLU�YDOXH�RI�$)6�ILQDQFLDO�DVVHWV ����� � � � � �����
7UDQVIHUV�IRU�WKH�\HDU � � ����� � ����� �����
%DODQFH�DW����'HFHPEHU����� ������� ����� ������ ��� � ������ ������

ϭϭϮ
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���� 2WKHU�FRPSRQHQWV�RI�HTXLW\���FRQWLQXHG

,Q�PLOOLRQV�RI�1DLUD

)DLU�YDOXH

UHVHUYH

6KDUH�FDSLWDO

UHVHUYH

5HJXODWRU\�ULVN

UHVHUYH

60((,6

UHVHUYH

$*60(,6

UHVHUYH

6WDWXWRU\

UHVHUYH

7RWDO�RWKHU

FRPSRQHQWV�RI

HTXLW\

�E� %$1.

%DODQFH�DW���-DQXDU\����� ������� ����� ������ ��� ������ ������
,PSDFW�RI�DGRSWLQJ�,)56����1RWH����� ����� � � � � �����
7UDQVIHUV�EHWZHHQ�UHVHUYHV��1RWH���� � � ������� � � �������
5HVWDWHG�RSHQLQJ�EDODQFH�XQGHU�,)56�� ������� ����� ����� ��� � ������ ������
&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU� �
3URILW�IRU�WKH�\HDU � � � � � �

2WKHU�FRPSUHKHQVLYH�LQFRPH�QHW�RI�WD[ �
1HW�FKDQJH�LQ�IDLU�YDOXH�RI�GHEW�LQVWUXPHQW�DW�)92&, ������� � � � � �������
1HW�FKDQJH�LQ�IDLU�YDOXH�RI�HTXLW\�LQVWUXPHQW�DW�)92&, ����� � � � � �����
&KDQJHV�LQ�DOORZDQFH�IRU�H[SHFWHG�FUHGLW�ORVVHV ���� � � � � ����
7UDQVIHUV�IRU�WKH�\HDU � � ������ � ��� ����� ������
���'HFHPEHU����� ������� ����� ������ ��� ��� ������ ������

%DODQFH�DW���-DQXDU\����� �������� ����� ������ ��� ������ ������

&RPSUHKHQVLYH�LQFRPH�IRU�WKH�\HDU�

3URILW�IRU�WKH�\HDU � � � � � �

2WKHU�FRPSUHKHQVLYH�LQFRPH�QHW�RI�WD[

1HW�FKDQJHV�LQ�IDLU�YDOXH�RI�$)6�ILQDQFLDO�DVVHWV ����� � � � � �����
7UDQVIHUV�IRU�WKH�\HDU � � ����� � ����� �����
���'HFHPEHU����� ������� ����� ������ ��� � ������ ������

ϭϭϯ
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D� 6WDWXWRU\�UHVHUYH

E� 6KDUH�FDSLWDO�UHVHUYH

F� $*60(,6�UHVHUYH

G� 5HJXODWRU\�ULVN�UHVHUYH

H 60((,6�UHVHUYH

�� &RPPLWPHQWV�DQG�&RQWLQJHQFLHV

D� /LWLJDWLRQV�DQG�FODLPV

7KHUH DUH OLWLJDWLRQV DQG FODLPV DJDLQVW WKH %DQN DV DW �� 'HFHPEHU ����� 7KHVH FODLPV DURVH LQ WKH QRUPDO FRXUVH RI EXVLQHVV DQG DUH

EHLQJ FRQWHVWHG E\ WKH *URXS� 7KH 'LUHFWRUV� KDYLQJ VRXJKW DGYLFH RI SURIHVVLRQDO FRXQVHOV DQG DUH RI WKH RSLQLRQ WKDW QR VLJQLILFDQW

OLDELOLW\ ZLOO FU\VWDOLVH IURP WKHVH FODLPV� 3URYLVLRQV RI 1���PLOOLRQ DW �� 'HFHPEHU ���� ������ 1���PLOOLRQ� KDYH EHHQ PDGH LQ

WKHVH�ILQDQFLDO�VWDWHPHQWV�RQ�FU\VWDOLVHG�FODLPV��UHIHU�WR�QRWH������

1LJHULDQ EDQNLQJ UHJXODWLRQV UHTXLUH WKH %DQN WR PDNH DQ DQQXDO DSSURSULDWLRQ WR D VWDWXWRU\ UHVHUYH� $V VWLSXODWHG E\ 6HFWLRQ ����� RI

WKH %DQNV DQG 2WKHU )LQDQFLDO ,QVWLWXWLRQ $FW RI 1LJHULD� DQ DSSURSULDWLRQ RI ��� RI SURILW DIWHU WD[ LV PDGH LI WKH VWDWXWRU\ UHVHUYH LV OHVV

WKDQ SDLG�XS VKDUH FDSLWDO DQG ��� RI SURILW DIWHU WD[ LI WKH VWDWXWRU\ UHVHUYH LV JUHDWHU WKDQ WKH SDLG XS VKDUH FDSLWDO� $PRXQW

WUDQVIHUUHG WR VWDWXWRU\ UHVHUYH IRU WKH \HDU HQGHG �� 'HFHPEHU ���� ZDV ���� RI 1����� ELOOLRQ� 1����� ELOOLRQ ������ 1�����

ELOOLRQ��

7KH %DQNHU
V FRPPLWWHH DW LWV ���VW PHHWLQJ KHOG RQ � )HEUXDU\ ���� DSSURYHG WKH $JULF�%XLVQHVV� 6PDOO DQG 0HGLXP ,QYHVWPHQW

6FKHPH �$*60(,6� WR VXSSRUW )HGHUDO *RYHUQPHQW HIIRUWV DW SURPRWLQJ $JULFXOWXUDO EXVLQHVVHV�6PDOO DQG 0HGLXP (QWHUSULVHV �60(V��

$OO GHSRVLW PRQH\ EDQNV DUH UHTXLUHG WR VHW DVLGH �� RI 3URILW $IWHU 7D[ �3$7� DQQXDOO\ DIWHU WKHLU ILQDQFLDO VWDWHPHQWV KDYH EHHQ

DXGLWHG E\ H[WHUQDO DXGLWRUV DQG DSSURYHG E\ &HQWUDO %DQN RI 1LJHULD �&%1� IRU SXEOLFDWLRQ DQG UHPLW WR &%1 ZLWKLQ �� ZRUNLQJ GD\V

DIWHU�WKH�$QQXDO�*HQHUDO�0HHWLQJ�

7KH &HQWUDO %DQN RI 1LJHULD VWLSXODWHV WKDW LPSDLUPHQW SURYLVLRQV UHFRJQL]HG LQ WKH SURILW RU ORVV DFFRXQW VKDOO EH GHWHUPLQHG EDVHG RQ

WKH UHTXLUHPHQWV RI ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV �³,)56´�� 7KH ,)56 LPSDLUPHQW SURYLVLRQV VKRXOG EH FRPSDUHG ZLWK

SURYLVLRQV�GHWHUPLQHG�XQGHU�3UXGHQWLDO�*XLGHOLQHV�DQG�WKH�H[SHFWHG�LPSDFW�FKDQJHV�LQ�5HWDLQHG�(DUQLQJV�VKRXOG�EH�WUHDWHG�DV�IROORZV�

� :KHUH 3UXGHQWLDO LPSDLUPHQW SURYLVLRQ LV JUHDWHU WKDQ ,)56 LPSDLUPHQW SURYLVLRQ� WUDQVIHU WKH GLIIHUHQFH IURP WKH 5HWDLQHG

(DUQLQJV�WR�D�QRQ�GLVWULEXWDEOH�5HJXODWRU\�5LVN�5HVHUYH�

� :KHUH 3UXGHQWLDO LPSDLUPHQW SURYLVLRQ LV OHVV WKDQ ,)56 LPSDLUPHQW SURYLVLRQ� WKH H[FHVV FKDUJHV UHVXOWLQJ VKRXOG EH WUDQVIHUUHG IURP

WKH�5HJXODWRU\�5LVN�5HVHUYH�DFFRXQW�WR�WKH�5HWDLQHG�(DUQLQJV�WR�WKH�H[WHQW�RI�WKH�QRQ�GLVWULEXWDEOH�UHVHUYH�SUHYLRXVO\�UHFRJQL]HG�

5HIHU�WR�1RWH��������RQ�DFFRXQWLQJ�SROLFLHV�RQ�IDLU�YDOXH�DQG�HTXLW\�UHVHUYHV�

dŚĞ�ƐŚĂƌĞ�ĐĂƉŝƚĂů�ƌĞƐĞƌǀĞ�ƌĞƉƌĞƐĞŶƚƐ�ƚŚĞ�ƐƵƌƉůƵƐ�ŶŽŵŝŶĂů�ǀĂůƵĞ�ŽĨ�ƚŚĞ�ƐŚĂƌĞƐ�ŽĨ�ƚŚĞ��ĂŶŬ�ǁŚŝĐŚ�ǁĞƌĞ�ƌĞĐŽŶƐƚƌƵĐƚĞĚ�ŝŶ�:ƵŶĞ�ϮϬϬϲ͘

7KH 60((,6 UHVHUYH LV PDLQWDLQHG WR FRPSO\ ZLWK WKH &HQWUDO %DQN RI 1LJHULD �&%1� UHTXLUHPHQW WKDW DOO OLFHQVHG EDQNV VHW DVLGH D

SRUWLRQ RI WKH SURILW DIWHU WD[ LQ D IXQG WR EH XVHG WR ILQDQFH HTXLW\ LQYHVWPHQW LQ TXDOLI\LQJ VPDOO DQG PHGLXP VFDOH HQWHUSULVHV� 8QGHU

WKH WHUPV RI WKH JXLGHOLQH �DPHQGHG E\ &%1 OHWWHU GDWHG �� -XO\ ������ WKH FRQWULEXWLRQV ZLOO EH ��� RI SURILW DIWHU WD[ DQG VKDOO

FRQWLQXH DIWHU WKH ILUVW � \HDUV EXW EDQNV¶ FRQWULEXWLRQV VKDOO WKHUHDIWHU UHGXFH WR �� RI SURILW DIWHU WD[� +RZHYHU� WKLV LV QR ORQJHU

PDQGDWRU\� 7KH *URXS KDV VXVSHQGHG IXUWKHU DSSURSULDWLRQ WR 60((,6 �QRZ NQRZQ DV 0LFURFUHGLW )XQG� UHVHUYH DFFRXQW LQ OLQH ZLWK WKH

GHFLVLRQ�UHDFKHG�DW�WKH�%DQNHU¶V�&RPPLWWHH�PHHWLQJ�DQG�DSSURYHG�E\�&%1�

ϭϭϰ
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127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� &RPPLWPHQWV�DQG�&RQWLQJHQFLHV���FRQWLQXHG

E &RQWLQJHQW�OLDELOLWLHV�DQG�FRPPLWPHQWV

1DWXUH�RI�LQVWUXPHQWV�

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

%RQGV��JXDUDQWHHV�DQG�LQGHPQLWLHV ������ ������ ������ ������

/HWWHUV�RI�FUHGLW ������ ������ ������ ������

2WKHUV � ����� � �����

������� ������� ������� �������

F� �,PSDLUPHQW�ORVVHV�RQ�JXDUDQWHHV�DQG�RWKHU�FRPPLWPHQWV

)LQDQFLDO�JXDUDQWHHV

����
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH

55��55� ������ � � ������ ϱϮ͕ϭϮϲ
55��55� ������ � � ������ ϰϮ͕ϵϱϭ
7RWDO ������ � � ������ ������

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

2XWVWDQGLQJ�H[SRVXUH�DV�DW���-DQXDU\����� ������ � � ������

1HZ�H[SRVXUHV ������ � � ������

([SRVXUH�GHUHFRJQLVHG�RU�PDWXUHG�ODSVHG��H[FOXGLQJZULWH�RIIV� �������� � � ��������

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �

$W����'HFHPEHU����� ������ � � ������

7KH�IROORZLQJ�WDEOHV�VXPPDULVH�WKH�QRPLQDO�SULQFLSDO�DPRXQW�RI�FRQWLQJHQW�OLDELOLWLHV�DQG�FRPPLWPHQWV�ZLWK�RII��ILQDQFLDO�SRVLWLRQ�ULVN�

$ERYH EDODQFHV UHSUHVHQW FRQWLQJHQW OLDELOLWLHV IRU ZKLFK WKH FXVWRPHUV KDYH QRW GHIDXOWHG� $V VWDWHG LQ 1RWH ������� DQ\ SRUWLRQ WKDW LV

GXH�IRU�ZKLFK�WKH�*URXS�KDV�EHFRPH�OLDEOH�DUH�UHFRJQLVHG�LQ�2WKHU�/LDELOLWLHV��1RWH�����

$Q DQDO\VLV RI FKDQJHV LQ WKH JURVV FDUU\LQJ DPRXQW DQG WKH FRUUHVSRQGLQJ DOORZDQFH IRU LPSDLUPHQW ORVVHV LQ UHODWLRQ WR JXDUDQWHHV

DQG�RWKHU�FRPPLWPHQWV�LV��DV�IROORZV�

7KH WDEOH EHORZ VKRZV WKH FUHGLW TXDOLW\ DQG WKH PD[LPXP H[SRVXUH WR FUHGLW ULVN EDVHG RQ WKH %DQN¶V LQWHUQDO FUHGLW UDWLQJ V\VWHP DQG

\HDU�HQG�VWDJH�FODVVLILFDWLRQ�

����

$Q�DQDO\VLV�RI�FKDQJHV�LQ�WKH�RXWVWDQGLQJ�H[SRVXUHV�DQG�WKH�FRUUHVSRQGLQJ�(&/V�DUH��DV�IROORZV�

7KH *URXS FRQGXFWV EXVLQHVV LQYROYLQJ DFFHSWDQFHV� SHUIRUPDQFH ERQGV DQG LQGHPQLWLHV� 7KH PDMRULW\ RI WKHVH IDFLOLWLHV DUH RIIVHW E\

FRUUHVSRQGLQJ REOLJDWLRQV RI WKLUG SDUWLHV� &RQWLQJHQW OLDELOLWLHV DQG FRPPLWPHQWV FRPSULVH SHUIRUPDQFH ERQGV� DFFHSWDQFHV�

JXDUDQWHHV�DQG�OHWWHUV�RI�FUHGLW�

7R PHHW WKH ILQDQFLDO QHHGV RI FXVWRPHUV� WKH %DQN HQWHUV LQWR YDULRXV FRPPLWPHQWV DQG FRQWLQJHQW OLDELOLWLHV� 7KHVH FRQVLVW RI ILQDQFLDO

JXDUDQWHHV DQG OHWWHUV RI FUHGLWV� 7KHVH REOLJDWLRQV DUH QRW UHFRJQLVHG RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ EHFDXVH WKH ULVN KDV QRW

FU\VWDOOLVHG�DQG�ZH�KDYH�QRW�LGHQWLLILHG�DQ\�IDFWRU�WR�VXJJHVW�WKH�SUREDELOLW\�WKH��WKDW�WKH�ULVN�ZLOO�FU\VWDOOLVH�

/HWWHUV RI FUHGLW DQG JXDUDQWHHV FRPPLW WKH %DQN WR PDNH SD\PHQWV RQ EHKDOI RI FXVWRPHUV LQ WKH HYHQW RI D VSHFLILF DFW� JHQHUDOO\

UHODWHG�WR�WKH�LPSRUW�RU�H[SRUW�RI�JRRGV��*XDUDQWHHV�DQG�VWDQGE\�OHWWHUV�RI�FUHGLW�FDUU\�D�VLPLODU�FUHGLW�ULVN�WR�ORDQV�

ϭϭϱ



67(5/,1*�%$1.�3/&
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�� &RPPLWPHQWV�DQG�&RQWLQJHQFLHV���FRQWLQXHG

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

(&/�DOORZDQFH�DV�DW���-DQXDU\����� �� � � ��

1HZ�H[SRVXUHV � � � �

([SRVXUH�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJZULWH�RIIV� ���� � � ����

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �
,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV

GXULQJ�WKH�\HDU � � � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ � � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� � � � �

/HWWHUV�RI�FUHGLW

����
,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

,QWHUQDO�UDWLQJ�JUDGH

55��55� ������ � � ������ Ϯϲ͕ϭϬϮ
7RWDO ������ � � ������ ������

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

2XWVWDQGLQJ�H[SRVXUH�DV�DW���-DQXDU\����� ������ � � ������

1HZ�H[SRVXUHV ������ � � ������

([SRVXUH�GHUHFRJQLVHG�RU�PDWXUHG�ODSVHG��H[FOXGLQJZULWH�RIIV� �������� � � ��������

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �

$W����'HFHPEHU����� ������ � � ������

,Q�PLOOLRQV�RI�1DLUD 6WDJH�� 6WDJH�� 6WDJH�� 7RWDO

(&/�DOORZDQFH�DV�DW���-DQXDU\����� � � � �

1HZ�H[SRVXUHV � � � �

([SRVXUH�GHUHFRJQLVHG�RU�PDWXUHG��H[FOXGLQJZULWH�RIIV� ��� � � ���

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �

7UDQVIHUV�WR�6WDJH�� � � � �
,PSDFW�RQ�\HDU�HQG�(&/�RI�H[SRVXUHV�WUDQVIHUUHG�EHWZHHQ�VWDJHV

GXULQJ�WKH�\HDU � � � �

8QZLQG�RI�GLVFRXQW��UHFRJQLVHG�LQ�LQWHUHVW�LQFRPH� � � � �

&KDQJHV�GXH�WR�PRGLILFDWLRQV�QRW�UHVXOWLQJ�LQ�GHUHFRJQLWLRQ � � � �

&KDQJHV�WR�PRGHOV�DQG�LQSXWV�XVHG�IRU�(&/�FDOFXODWLRQV � � � �

$PRXQWV�ZULWWHQ�RII � � � �

)RUHLJQ�H[FKDQJH�DGMXVWPHQWV � � � �
$W����'HFHPEHU����� � � � �

7KH�WDEOH�EHORZ�VKRZV�WKH�FUHGLW�TXDOLW\�DQG�WKH�PD[LPXP�H[SRVXUH�WR�FUHGLW�ULVN�EDVHG�RQ�WKH�%DQN¶V�LQWHUQDO

FUHGLW�UDWLQJ�V\VWHP�DQG�\HDU�HQG�VWDJH�FODVVLILFDWLRQ�

����

$Q�DQDO\VLV�RI�FKDQJHV�LQ�WKH�RXWVWDQGLQJ�H[SRVXUHV�DQG�WKH�FRUUHVSRQGLQJ�(&/V�DUH��DV�IROORZV�

ϭϭϲ
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127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

��D 5HODWHG�SDUW\�WUDQVDFWLRQV

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

�L� 7UDQVDFWLRQV�ZLWK�WKH�UHODWHG�SDUWLHV

/RDQV�DQG�DGYDQFHV
D� 6HFXUHG�ORDQV�DQG�DGYDQFHV ����� ����� ����� �����

E� &RQWLQJHQW�OLDELOLWLHV ������ ����� ������ �����

F� 7UDQVDFWLRQV�DQG�EDODQFHV�ZLWK�WKH�%DQN
V�VXEVLGLDU\
6WHUOLQJ�,QYHVWPHQW�0DQDJHPHQW�3OF
'HEW�LQVWUXPHQW�LVVXHG�E\�WKH�%DQN � � ������ �����

,QWHUHVW�H[SHQVH � � ����� �����

�LL� 7UDQVDFWLRQV�ZLWK�NH\�PDQDJHPHQW�SHUVRQQHO

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

6HFXUHG�ORDQV�DQG�DGYDQFHV ��� ��� ��� ���

'HSRVLW�OLDELOLWLHV��UHODWHG�SDUWLHV�DQG�NH\�PDQDJHPHQW

SHUVRQQHO� ����� ����� ����� �����

�LLL� &RPSHQVDWLRQ�RI�NH\�PDQDJHPHQW�SHUVRQQHO

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

([HFXWLYH�FRPSHQVDWLRQ ��� ��� ��� ���
3HQVLRQ�FRQWULEXWLRQV �� �� �� ��

��� ��� ��� ���

�LY�

*URXS *URXS %DQN %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ���� ���� ����

'LUHFWRUV
�UHPXQHUDWLRQ
)HHV�DV�GLUHFWRUV �� �� �� ��
2WKHU�HPROXPHQWV �� �� �� ��

��� ��� ��� ���

�Y� 7HUPV�DQG�FRQGLWLRQV�RI�WUDQVDFWLRQV�ZLWK�UHODWHG�SDUWLHV

7KH DERYH�PHQWLRQHG RXWVWDQGLQJ EDODQFHV DURVH IURP WKH RUGLQDU\ FRXUVH RI EXVLQHVV� 7KH LQWHUHVW UDWHV FKDUJHG WR DQG E\ UHODWHG

SDUWLHV DUH DW QRUPDO FRPPHUFLDO UDWHV� 2XWVWDQGLQJ EDODQFHV DW WKH \HDU�HQG DUH VHFXUHG� )RU WKH \HDU HQGHG �� 'HFHPEHU ����� WKH

UHODWHG�SDUWLHV�IDFLOLWLHV�DUH�SHUIRUPLQJ��DQG�WKH�*URXS�KDV�QRW�PDGH�DQ\�SURYLVLRQ�IRU�LPSDLUPHQW�RQ�WKH�IDFLOLWLHV���������1LO��

3DUWLHV DUH FRQVLGHUHG WR EH UHODWHG LI RQH SDUW\ KDV WKH DELOLW\ WR FRQWURO WKH RWKHU SDUW\ RU H[HUFLVH LQIOXHQFH RYHU WKH RWKHU SDUW\ LQ

PDNLQJ ILQDQFLDO DQG RSHUDWLRQDO GHFLVLRQV� RU RQH RWKHU SDUW\ FRQWUROV ERWK� 7KH GHILQLWLRQ LQFOXGHV GLUHFWRUV DQG NH\ PDQDJHPHQW

SHUVRQQHO�DPRQJ�RWKHUV�

.H\ PDQDJHPHQW SHUVRQQHO KDV EHHQ GHILQHG DV WKH H[HFXWLYH GLUHFWRUV DQG QRQ�H[HFXWLYH GLUHFWRUV RI WKH *URXS� .H\ PDQDJHPHQW

SHUVRQQHO�DQG�WKHLU�FORVH�IDPLO\�PHPEHUV�HQJDJHG�LQ�WKH�IROORZLQJ�WUDQVDFWLRQV�ZLWK�WKH�*URXS�GXULQJ�WKH�\HDU�

7KH�DPRXQWV�GLVFORVHG�LQ�WKH�WDEOH�EHORZ�DUH�WKH�DPRXQWV�UHFRJQLVHG�DV�DQ�H[SHQVH�GXULQJ�WKH�\HDU�UHODWHG�WR�NH\�H[HFXWLYH�GLUHFWRUV�

'LUHFWRUV
 UHPXQHUDWLRQ EHORZ UHODWHV WR SD\PHQW PDGH WR QRQ�H[HFXWLYH GLUHFWRUV DQG FKDUJHG DV H[SHQVH GXULQJ WKH \HDU� 7KH QRQ�

H[HFXWLYH�GLUHFWRUV�GR�QRW�UHFHLYH�SHQVLRQ�HQWLWOHPHQWV�IURP�WKH�%DQN�

ϭϭϳ
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���'HFHPEHU�����

)$&,/,7<�/,0,7
28767$1',1*

&5(',7

�1¶PLOOLRQ� �1¶PLOOLRQ�

&212,/�3/& 5HODWHG�WR�D�'LUHFWRU 0LFKDHO�-LWXERK ���)HE��� ��6HS��� ������ ��� 3(5)250,1* 1HJDWLYH�3OHGJH 29(5'5$)7

5,7(�)22'6�/,0,7(' 5HODWHG�WR�D�'LUHFWRU 7DLUDW�7LMDQL ���-XO��� ���-XQ��� ����� ��� 3(5)250,1*
/HJDO�0RUWJDJH�DQG

'HEHQWXUH
27+(5�/2$16

)7$�$662&,$7(6�/,0,7(' 5HODWHG�WR�D�'LUHFWRU 0LFKDHO�-LWXERK ���-XQ��� ���-DQ��� �� � 3(5)250,1* /HJDO�0RUWJDJH 7(50�/2$1

26816$'(�2/8)810,/2/$ 5HODWHG�WR�D�'LUHFWRU 0LFKDHO�-LWXERK ��$XJ��� ���-XO��� � � 3(5)250,1* 3HUVRQDO�*XDUDQWHH 27+(5�/2$16

/(12;�$1'�%/$,5�(67$7(�/7'
5HODWHG�WR�D

0DQDJHPHQW�6WDII
7XQGH�$GHROD ���2FW��� ���0D\��� ����� ����� 3(5)250,1* &DVK�'HSRVLW 7(50�/2$1

$0%<�%8,/'0$57�/,0,7('
5HODWHG�WR�D

0DQDJHPHQW�6WDII

$GHELPSH

2ODPELZRQQX
���'HF��� ���-XQ��� � � 3(5)250,1*

.H\PDQ

,QVXUDQFH�3HUVRQDO

*XDUDQWHH

29(5'5$)7

&200(5&,$/�67$))�/2$1 (PSOR\HHV (PSOR\HHV 1$ 1$ ����� ����� 3(5)250,1*

/LHQ�RQ

HQWLWOHPHQWV�LQGHPQ

LW\

27+(5�/2$16

7�7$/ ������ �����

3(5)(&7('

6(&85,7<�

1$785(

)$&,/,7<�7<3(

1$0(�2)�7+(

5(/$7('

,17(5(67

'$7(

*5$17('

(;3,5<

'$7(
67$786

,QVLGHU�5HODWHG�&UHGLWV�DUH�GLVFORVHG�EHORZ�LQ�DFFRUGDQFH�WR�&HQWUDO�%DQN�RI�1LJHULD�&LUFXODU�%6'�������

7KH *URXS JUDQWHG YDULRXV FUHGLW IDFLOLWLHV WR PHHWLQJ WKH GHILQLWLRQ RI LQVLGHU UHODWHG FUHGLWV DW UDWHV DQG WHUPV FRPSDUDEOH WR RWKHU IDFLOLWLHV LQ WKH %DQN¶V SRUWIROLR� $Q DJJUHJDWH RI 1���ELOOLRQ ������ 1���ELOOLRQ�
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&DVK�DQG�IRUHLJQ�PRQLHV ������ ������ ������ ������
8QUHVWULFWHG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI

1LJHULD ����� ������ ����� ������

%DODQFHV�KHOG�ZLWK�ORFDO�EDQNV ������ � ������ �

%DODQFHV�KHOG�ZLWK�EDQNV�RXWVLGH�1LJHULD ������ ������ ������ ������

0RQH\�PDUNHW�SODFHPHQWV ����� ������ ����� ������

������ ������ ������ ������

7KHUH ZHUH QR HYHQWV DIWHU WKH UHSRUWLQJ GDWH ZKLFK FRXOG KDYH D PDWHULDO HIIHFW RQ WKH ILQDQFLDO SRVLWLRQ RI WKH *URXS DV DW ��

'HFHPEHU ���� DQG SURILW DQG RWKHU FRPSUHKHQVLYH LQFRPH DWWULEXWDEOH WR HTXLW\ KROGHUV RQ WKDW GDWH ZKLFK KDYH QRW EHHQ

DGHTXDWHO\�DGMXVWHG�IRU�RU�GLVFORVHG�
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�� �)LQDQFLDO�5,VN�0DQDJHPHQW

�D� �,QWURGXFWLRQ�DQG�RYHUYLHZ

5LVN�PDQDJHPHQW�IUDPHZRUN

ā �5LVN�PDQDJHPHQW�REMHFWLYHV�DQG�SKLORVRSK\

ā �*RYHUQDQFH�VWUXFWXUH

ā �5ROHV�DQG�UHVSRQVLELOLWLHV�IRU�PDQDJLQJ�ULVNV

ā �5LVN�PDQDJHPHQW�SURFHVV

7KUHH�/LQHV�RI�'HIHQVH

)LUVW�OLQH�RI�GHIHQFH�±�6WUDWHJLF�%XVLQHVV�)XQFWLRQV

7KLV FRQVLVWV RI EXVLQHVV XQLWV DQG OLQH IXQFWLRQV ZLWK SULPDU\ UHVSRQVLELOLWLHV IRU ULVN PDQDJHPHQW� 7KH ILUVW OLQH RI GHIHQVH

LQFOXGHV�EXVLQHVV�RZQHUV�ZKR�H[HFXWH�WUDQVDFWLRQV�LQ�WKH�%DQN�ZLWK�WKH�IROORZLQJ�ULVN�PDQDJHPHQW�UHVSRQVLELOLWLHV�

Ͳ�����,GHQWLI\�HPHUJLQJ�ULVNV�DW�WKH�WUDQVDFWLRQ�EXVLQHVV�XQLW�OHYHO�DQG�FRQGXFW�PDWHULDO�ULVN�DVVHVVPHQWV�DW�OHDVW
������DQQXDOO\�

Ͳ�����,PELEH�ULVN�FXOWXUH�LQ�RUGHU�WR�DOLJQ�ULVN�PDQDJHPHQW�ZLWK�EXVLQHVV�REMHFWLYHV��DQG

Ͳ�����,PSOHPHQW�FRQWUROV�WR�UHGXFH�WKH�OLNHOLKRRG�DQG�LPSDFW�RI�ULVNV�

5LVNV DUH LQKHUHQW LQ WKH OHQGLQJ� WUDGLQJ DQG DOO RWKHU LQWHUPHGLDWLRQ DFWLYLWLHV RI WKH *URXS� ,Q PDQDJLQJ WKHVH ULVNV� WKH *URXS

KDV DGRSWHG DQ (QWHUSULVH 5LVN 0DQDJHPHQW SKLORVRSK\ RI EXLOGLQJ D VRXQG� VDIH DQG VWDEOH ILQDQFLDO LQVWLWXWLRQ WKURXJK WKH

HIILFLHQW PDQDJHPHQW RI ULVNV� ,Q DFKLHYLQJ WKLV� WKH *URXS KDV DGRSWHG D VWDQGDUG WHPSODWH DQG FRPPRQ PHWKRGRORJ\ IRU ULVN

LGHQWLILFDWLRQ��PHDVXUHPHQW��PDQDJHPHQW�DQG�FRQWURO�

7KH *URXS LV H[SRVHG WR YDULRXV ULVNV LQFOXGLQJ &UHGLW 5LVN� /LTXLGLW\ 5LVN� 0DUNHW 5LVN DQG 2SHUDWLRQDO 5LVN LQ WKH WUDGLQJ ERRN

DQG EDQNLQJ ERRN� 7KH *URXS KDV SXW LQ SODFH DSSURYHG SROLFLHV� SURFHGXUHV DQG JXLGHOLQHV IRU LGHQWLI\LQJ� PHDVXULQJ�

PDQDJHPHQW�DQG�FRQWURO�RI�WKHVH�ULVNV�

7KH *URXS KDV DGRSWHG (QWHUSULVH 5LVN 0DQDJHPHQW SKLORVRSK\ RI EXLOGLQJ D VRXQG� VDIH DQG VWDEOH ILQDQFLDO LQVWLWXWLRQ WKURXJK

HIILFLHQW�PDQDJHPHQW�RI�ULVNV�

7R�DFKLHYH�LWV�ULVN�PDQDJHPHQW�REMHFWLYHV��WKH�*URXS�KDV�D�ULVN�PDQDJHPHQW�IUDPHZRUN�WKDW�FRPSULVHV�WKH�IROORZLQJ�HOHPHQWV�

7KH SKLORVRSK\ RI WKUHH OLQHV GHIHQVH KDYH EHHQ DGRSWHG LQ WKH *URXS IRU SURDFWLYH DQG HIILFLHQW LGHQWLILFDWLRQ DQG PDQDJHPHQW

RI�ULVNV�LQKHUHQW�LQ�WKH�*URXS¶V�DFWLYLWLHV��SURFHVVHV��V\VWHP��SURGXFWV�DQG�H[WHUQDO�HYHQWV�DV�IROORZV�
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6HFRQG�OLQH�RI�GHIHQVH�±�,QGHSHQGHQW�5LVN�DQG�&RQWURO�2YHUVLJKW

7KLUG�OLQH�RI�GHIHQVH�±�,QGHSHQGHQW�$VVXUDQFH

��E� 5LVN�0DQDJHPHQW�6WUXFWXUH

��F� 5LVN�PHDVXUHPHQW�DQG�UHSRUWLQJ�V\VWHPV

7KH &ULWLFLVHG $VVHWV &RPPLWWHH �&$&� UHYLHZV WKH QRQ�SHUIRUPLQJ ORDQV DQG UHFRPPHQGV VWUDWHJLHV IRU UHFRYHU\ RI EDG ORDQV�

7KH�&RPPLWWHH�DOVR�UHYLHZV�WKH�*URXS¶V�ORDQ�SRUWIROLR�DQG�YDOLGDWHV�FROODWHUDO�GRFXPHQWDWLRQ�

7KH (QWHUSULVH 5LVN 0DQDJHPHQW *URXS LV VDGGOHG ZLWK WKH UHVSRQVLELOLW\ RI LPSOHPHQWLQJ DQG VXSHUYLVLQJ DOO ULVN PDQDJHPHQW

SROLFLHV��JXLGHOLQHV��DQG�SURFHGXUHV�

7KH &RQGXFW DQG &RPSOLDQFH 'HSDUWPHQW PRQLWRUV FRPSOLDQFH ZLWK ULVN SULQFLSOHV� SROLFHV DQG OLPLWV DFURVV WKH *URXS�

([FHSWLRQV�DUH�UHSRUWHG�RQ�D�GDLO\�EDVLV�WR�PDQDJHPHQW�DQG�DSSURSULDWH�DFWLRQ�DUH�WDNHQ�WR�DGGUHVV�WKH�WKUHDWV�

7KH ,QWHUQDO $XGLW 'HSDUWPHQW DV SDUW RI LWV DQQXDO DXGLW SURJUDPPH� H[DPLQHV WKH DGHTXDF\ DQG OHYHO RI FRPSOLDQFH ZLWK WKH

SURFHGXUHV� 5HVXOW RI DVVHVVPHQWV� ILQGLQJV DQG UHFRPPHQGDWLRQV DUH GLVFXVVHG ZLWK WKH UHOHYDQW GHSDUWPHQWV� DQG UHSRUWHG WR

WKH�%RDUG�$XGLW�&RPPLWWHH�

4XDQWLWDWLYH DQG TXDOLWDWLYH DVVHVVPHQW RI FUHGLW ULVNV LV FDUULHG RXW WKURXJK D ULJRURXV LQWHUQDO UDWLQJV V\VWHP� 7KH *URXS DOVR

FDUULHV RXW VFHQDULR DQDO\VLV DV VWDWHG LQ WKH *URXS¶V FUHGLW SROLF\ JXLGH DQG VWUHVVHG WHVWLQJ WR LGHQWLI\ SRWHQWLDO H[SRVXUH XQGHU

VWUHVV�PDUNHW�VLWXDWLRQV�
0RQLWRULQJ DQG FRQWUROOLQJ RI ULVN LV GRQH E\ HQVXULQJ WKDW OLPLWV HVWDEOLVKHG DUH VWULFWO\ FRPSOLHG ZLWK DQG WKDW VXFK OLPLW UHIOHFWV

ERWK WKH TXDQWLWDWLYH DQG TXDOLWDWLYH ULVN DSSHWLWH RI WKH *URXS� 3DUWLFXODU HPSKDVLV LV SODFHG RQ WKH 5LVN $FFHSWDQFH &ULWHULD

�5$&�� )XUWKHUPRUH� WKH *URXS¶V SROLF\ LV WR PHDVXUH DQG PRQLWRU WKH RYHUDOO ULVN EHDULQJ FDSDFLW\ LQ UHODWLRQ WR WKH DJJUHJDWH

ULVN�H[SRVXUH�DFURVV�DOO�ULVN�W\SHV�DQG�DFWLYLWLHV�

5LVN ,QIRUPDWLRQ FRPSLOHG IURP DOO EXVLQHVV DFWLYLWLHV RI WKH *URXS LV DQDO\]HG DQG SURFHVVHG RQ D WLPHO\ EDVLV IRU LQIRUPHG

PDQDJHPHQW GHFLVLRQ� 7KH 0DQDJHPHQW 5LVN &RPPLWWHH �05&� DQG WKH %RDUG 5LVN 0DQDJHPHQW &RPPLWWHH �%50&� ZKLFK

FRQVWLWXWH�WKH�VXSHUYLVRU\�ERG\�DUH�XSGDWHG�RQ�WKH�ULVN�SURILOH�RI�WKH�*URXS�WKURXJK�UHJXODU�ULVN�UHSRUWV�

7KH 0DQDJHPHQW &UHGLW &RPPLWWHH �0&&� LV YHVWHG ZLWK WKH UHVSRQVLELOLW\ RI FUHGLW SROLF\ DUWLFXODWLRQ DQG FUHGLW DSSURYDO WKDW

IDOOV�ZLWKLQ�WKH�PDQGDWHG�DSSURYDO�OLPLW��,W�UHYLHZV�DQG�UHFRPPHQGV�FUHGLW�SROLF\�GLUHFWLRQ�WR�WKH�%&&�

7KH $VVHWV DQG /LDELOLW\ &RPPLWWHH HQVXUHV WKDW WKH *URXS KDV DGHTXDWH OLTXLGLW\ WR PHHW WKH IXQGLQJ QHHG RI WKH *URXS� DQG DOVR

PDQDJHV WKH LQWHUHVW UDWH DQG IRUHLJQ H[FKDQJH ULVN RI WKH *URXS� 7KH &RPPLWWHH DOVR UHYLHZV WKH HFRQRPLF RXWORRN DQG LWV OLNHO\

LPSDFW�RQ�WKH�*URXS¶V�FXUUHQW�DQG�IXWXUH�SHUIRUPDQFH�

7KLV FRQVLVWV RI IXQFWLRQV UHVSRQVLEOH IRU SURYLGLQJ LQGHSHQGHQW RYHUVLJKW RYHU NH\ ULVNV OLNH FUHGLW� PDUNHW� OLTXLGLW\ DQG

RSHUDWLRQDO ULVN DQG IDFLOLWDWLQJ WKH LPSOHPHQWDWLRQ RI ULVN FRQWUROV WR HQVXUH WKDW WKH EXVLQHVV DQG SURFHVV RZQHUV RSHUDWH ZLWKLQ

WKH GHILQHG ULVN DSSHWLWH DQG DOLJQ ZLWK DSSURYHG SROLFLHV DQG SURFHGXUHV� 7KH\ IRUPXODWH ULVN PDQDJHPHQW SROLFLHV� SURFHVVHV

DQG FRQWUROV� SURYLGH JXLGDQFH DQG FRRUGLQDWLRQ RI DFWLYLWLHV RI DOO RWKHU PRQLWRULQJ IXQFWLRQV ZLWKLQ WKH *URXS DQG LGHQWLI\

HQWHUSULVH�WUHQGV��V\QHUJLHV�DQG�RSSRUWXQLWLHV�IRU�FKDQJH�

7KLV FRQVLVWV RI DOO IXQFWLRQV ZLWK SULPDU\ UHVSRQVLELOLWLHV IRU HYDOXDWLQJ DQG SURYLGLQJ LQGHSHQGHQW DVVXUDQFH RQ WKH DGHTXDF\�

DSSURSULDWHQHVV DQG HIIHFWLYHQHVV RI WKH ULVN PDQDJHPHQW SURFHVV DQG SROLF\� 7KLV IXQFWLRQ LV SHUIRUPHG E\ LQWHUQDO DQG H[WHUQDO

DXGLW�

7KH UHVSRQVLELOLW\ IRU PDQDJHPHQW RI ULVN H[SRVXUH RI WKH *URXS UHVWV ZLWK WKH %RDUG� WKLV UHVSRQVLELOLW\ LV GHOHJDWHG WR YDULRXV

FRPPLWWHHV�RI�WKH�%RDUG�

7KH %RDUG 5LVN 0DQDJHPHQW &RPPLWWHH �%50&� LV GHVLJQDWHG ZLWK WKH UHVSRQVLELOLW\ RI PDQDJLQJ WKH RYHUDOO ULVN H[SRVXUH RI WKH

*URXS��7KH�&RPPLWWHH�UHYLHZV�DQG�UHFRPPHQGV�ULVN�PDQDJHPHQW�SROLFLHV�DQG�SURFHGXUHV�IRU�%RDUG�DSSURYDO�

7KH %RDUG &UHGLW &RPPLWWHH �%&&� DFWV RQ EHKDOI RI WKH %RDUG RI 'LUHFWRUV RQ DOO FUHGLW PDWWHUV� ,W FRQVLGHUV DQG DSSURYHV

OHQGLQJ H[SRVXUHV� WUHDVXU\ LQYHVWPHQWV H[SRVXUHV� DV ZHOO DV RWKHU FUHGLW H[SRVXUHV WKDW H[FHHG WKH PDQGDWHG DSSURYDO OLPLW RI

0DQDJHPHQW�

7KH 0DQDJHPHQW 5LVN &RPPLWWHH �05&� LV UHVSRQVLEOH IRU SODQQLQJ DQG PDQDJHPHQW RI WKH *URXS¶V RYHUDOO ULVN SURILOH� LQFOXGLQJ

WKH�GHWHUPLQDWLRQ�RI�WKH�*URXS¶V�ULVN�SKLORVRSK\��DSSHWLWH��OLPLWV�DQG�SROLFLHV�

ϭϮϰ
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�� )LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

�G�

�H� 5LVN�$SSHWLWH

�������6WUDWHJLF�2EMHFWLYHV
�������0DQDJHPHQW�SHUVSHFWLYH
�������(FRQRPLF�FRQGLWLRQV
�������6WDNHKROGHUV�H[SHFWDWLRQV
������7DUJHW�EHQFKPDUNLQJ
������5HJXODWRU\�WKUHVKROG

7KH�PHWKRGRORJ\�GHVFULEHG�EHORZ�LV�XVHG�LQ�XSGDWLQJ�6WHUOLQJ�%DQN¶V�ULVN�DSSHWLWH�IUDPHZRUN�

G� $FFHSWDQFH�RI�FDVK�DQG�RWKHU�IRUPV�RI�FROODWHUDO�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQF\�

)LQDOO\� PDVWHU QHWWLQJ DUUDQJHPHQWV IRU FUHGLW IDFLOLWLHV FROODWHUDOLVHG SDUWO\ ZLWK GHSRVLWV DUH VHWWOHG E\ VHW�RII EDVHG RQ

XQGHUO\LQJ�VHW�RII�DJUHHPHQW�

7KH *URXS
V ULVN DSSHWLWH LV DQ H[SUHVVLRQ RI WKH PD[LPXP OHYHO RI ULVN WKH JURXS LV ZLOOLQJ DQG DEOH WR DFFHSW LQ SXUVXLW RI LWV

VWUDWHJLF�DQG�ILQDQFLDO�REMHFWLYHV�H[SUHVVHG�LQ�WKH�VWUDWHJLF�SODQ�

7KH ULVN DSSHWLWH VWDWHPHQW H[SUHVVHV WKH GHJUHH RI ULVN DFFHSWDEOH WR WKH JURXS LQ DFKLHYLQJ LWV VWUDWHJLF SODQ� 7KH JURXS VKDOO

FRQVLGHU�WKH�IROORZLQJ�LQ�GHILQLQJ�WKH�5LVN�$SSHWLWH�6WDWHPHQW�

7KH *URXS KDV LQ SODFH D VHW RI PDQDJHPHQW DFWLRQV WR SUHYHQW RU PLWLJDWH WKH LPSDFW RI EXVLQHVV ULVNV RQ HDUQLQJV� %XVLQHVV ULVN

PRQLWRULQJ� WKURXJK UHJXODU UHSRUWV DQG RYHUVLJKW� UHVXOWV LQ FRUUHFWLYH DFWLRQV WR SODQV DQG HQVXUH UHGXFWLRQV LQ H[SRVXUHV

ZKHUH QHFHVVDU\� &UHGLW FRQWURO DQG PLWLJDWLRQ SROLFHV DUH DOVR LQ SODFH� &ROODWHUDO SROLFLHV DUH GHVLJQHG WR HQVXUH WKDW WKH

*URXSCV H[SRVXUH LV VHFXUHG� DQG WR PLQLPL]H WKH ULVN RI FUHGLW ORVVHV WR WKH *URXS LQ WKH HYHQW RI GHFOLQH LQ TXDOLW\ RU

GHOLQTXHQF\�RI�DVVHWV�

*XLGHOLQHV�IRU�DFFHSWLQJ�FUHGLW�FROODWHUDO�DUH�GRFXPHQWHG�DQG�DUWLFXODWHG�LQ�WKH�&UHGLW�3ROLF\�*XLGHOLQHV��&3*���7KHVH�LQFOXGH�

D� $FFHSWDEOH�FROODWHUDO�IRU�HDFK�FUHGLW�SURGXFW�

E� 5HTXLUHG�GRFXPHQWDWLRQ�SHUIHFWLRQ�RI�FROODWHUDOV�

F� &RQGLWLRQV�IRU�ZDLYHU�RI�FROODWHUDO�UHTXLUHPHQW�DQG�DSSURYDO�RI�FROODWHUDO�ZDLYHU��DQG

5LVN�0LWLJDWLRQ

ϭϮϱ
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�� )LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

��I� &RQFHQWUDWLRQ�5LVN

�J� &UHGLW�5LVN�0DQDJHPHQW

�K� 5LVN�0DQDJHPHQW�$UFKLWHFWXUH

�L� 2UJDQL]DWLRQ�6WUXFWXUH

������&RUSRUDWH�DQG�,QYHVWPHQW�%DQNLQJ

������&RPPHUFLDO�DQG�,QVWLWXWLRQDO�%DQNLQJ�DQG

������5HWDLO�%DQNLQJ

������1RQ�,QWHUHVW�%DQNLQJ

������6WHUOLQJ�,QYHVWPHQW�0DQDJHPHQW�3OF

5LVNV DUH PDQDJHG VXFK WKDW WKH ULVN SURILOH DQG WKH *URXS
V UHSXWDWLRQ DUH DOLJQHG ZLWK WKH *URXS
V REMHFWLYH RI FRQVHUYDWLYH ULVN

DSSHWLWH��EDODQFHG�DJDLQVW�D�GHVLUH�IRU�UHDVRQDEOH�UHWXUQV�

6WHUOLQJ %DQN LV D QDWLRQDO EDQN KDYLQJ GLYHVWHG LWV VXEVLGLDULHV DQG DIILOLDWHV IROORZLQJ UHFHLSW RI LWV QHZ QDWLRQDO FRPPHUFLDO

EDQNLQJ OLFHQVH LQ ���� ILQDQFLDO \HDU� 6WHUOLQJ %DQN KDV UHVWUXFWXUHG LWV EXVLQHVV DFWLYLWLHV DORQJ EXVLQHVV OLQHV ZLWK SULPDU\

IRFXV�RQ�WKH�IROORZLQJ�PDUNHW�VHJPHQWV�

&RUSRUDWH DQG ,QYHVWPHQW %DQNLQJ ± 7KH &RUSRUDWH DQG ,QYHVWPHQW %DQNLQJ *URXS SURYLGHV VHUYLFHV WR FRUSRUDWH HQWLWLHV ZLWK

DQQXDO WXUQRYHU JUHDWHU WKDQ 1� ELOOLRQ� 7KH WDUJHW PDUNHW FRYHUV WKH IROORZLQJ VHFWRUV� RLO DQG JDV� SXEOLF VHFWRU� PDQXIDFWXULQJ�

SRZHU�DQG�XWLOLWLHV��WHOHFRPPXQLFDWLRQV�DQG�ILQDQFLDO�LQVWLWXWLRQV�

7KH�*URXS
V�FUHGLW�ULVN�PDQDJHPHQW�DFWLYLWLHV�DUH�EDVHG�RQ�FHUWDLQ�IXQGDPHQWDO�SULQFLSOHV�

7KH HIIHFWLYHQHVV RI ULVN PDQDJHPHQW SURFHVV WKURXJKRXW WKH *URXS LV EDVHG RQ D IRUPDO JRYHUQDQFH VWUXFWXUH ZLWK V\VWHPLF

UHSRUWLQJ�SURFHVVHV�ZLWKLQ�D�ZHOO�GHILQHG�FRQWURO�HQYLURQPHQW�

7KH *URXS
V ULVN SROLF\ DOORZV LWV SHUVRQQHO WDNH LQLWLDWLYHV DQG UHVSRQVLELOLW\ WRZDUGV SURDFWLYH LGHQWLILFDWLRQ RI ULVNV LQ SURGXFWV

DQG�VHUYLFHV�GHOLYHUHG�WR�WKH�PDUNHW�

7KH *URXS
V ULVN DVVHWV DUH PDQDJHG WR KHOS SURYLGH WKH OLTXLGLW\ WR PHHW GHSRVLW ZLWKGUDZDOV� FRYHU DOO H[SHQVHV� DQG VWLOO PDNH

VXIILFLHQW�SURILW�

&UHGLW ULVNV DUH H[DPLQHG IRU DOO FUHGLW�UHODWHG WUDQVDFWLRQV LQFOXGLQJ LQYHVWPHQWV DQG WUDGLQJ WUDQVDFWLRQV� &UHGLW ULVNV DUH

H[DPLQHG�DQG�PDQDJHG�IRU�XQIXQGHG�ORDQ�FRPPLWPHQWV�LQ�DGGLWLRQ�WR�IXQGHG�ORDQV�DQG�OHDVHV�

&RQFHQWUDWLRQV DULVH ZKHQ D QXPEHU RI FRXQWHUSDUWLHV DUH HQJDJHG LQ VLPLODU EXVLQHVV DFWLYLWLHV� RU DFWLYLWLHV LQ WKH VDPH

JHRJUDSKLFDO UHJLRQ� RU KDYH VLPLODU HFRQRPLF IHDWXUHV WKDW ZRXOG FDXVH WKHLU DELOLW\ WR PHHW FRQWUDFWXDO REOLJDWLRQV WR EH

VLPLODUO\ DIIHFWHG E\ FKDQJHV LQ HFRQRPLF� SROLWLFDO RU RWKHU FRQGLWLRQV� &RQFHQWUDWLRQV LQGLFDWH WKH UHODWLYH VHQVLWLYLW\ RI WKH

*URXS¶V�SHUIRUPDQFH�WR�GHYHORSPHQWV�DIIHFWLQJ�D�SDUWLFXODU�LQGXVWU\�RU�JHRJUDSKLFDO�ORFDWLRQ�

,Q�RUGHU�WR�DYRLG�FRQFHQWUDWLRQ�ULVN��FUHGLW�FRQFHQWUDWLRQ�OLPLWV�DUH�VHW�DQG�PRQLWRUHG�DORQJ�LQGXVWULHV�DQG�VHFWRUV��JHRJUDSK\�

FROODWHUDOV�DQG�SURGXFWV��7KH�XOWLPDWH�REMHFWLYH�RI�PDQDJLQJ�FUHGLW�SRUWIROLR�FRQFHQWUDWLRQ�ULVN�LV�WR�HQVXUH�SURSHU�GLYHUVLILFDWLRQ

RI�WKH�ULVN�DVVHWV�SRUWIROLR��&RQFHQWUDWLRQ�OLPLWV�DUH�DOVR�LQ�SODFH�WR�PDQDJH�,QYHVWPHQW�3RUWIROLR�DQG�FXVWRPHU�GHSRVLW

FRQFHQWUDWLRQ�LQ�WKH�PDQDJHPHQW�RI�OLTXLGLW\�ULVN�

ϭϮϲ
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�� )LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

�L� 2UJDQL]DWLRQ�6WUXFWXUH���FRQWLQXHG

ā <RXWK�EHORZ����\HDUV�RI�DJH

�������(QWHUSULVH�5LVN�0DQDJHPHQW
�������,QWHUQDO�$XGLW
�������6WUDWHJ\�DQG�&RPPXQLFDWLRQ
�������)LQDQFH�DQG�3HUIRUPDQFH�0DQDJHPHQW
�������*HQHUDO�,QWHUQDO�6HUYLFHV
�������+XPDQ�&DSLWDO�0DQDJHPHQW
�������&KDQQHO�2SHUDWLRQV
�������7UDGH�6HUYLFHV
�������,QIRUPDWLRQ�7HFKQRORJ\
���� �&XVWRPHU�([SHULHQFH�0DQDJHPHQW
�������/HJDO�DQG�&RPSDQ\
�������&RQGXFW�	�&RPSOLDQFH
�������&HQWUDOLVHG�3URFHVVLQJ
�������+HDOWK��6DIHW\�DQG�(QYLURQPHQW
�������(QWHUSULVH�4XDOLW\�$VVXUDQFH

��M� 0HWKRGRORJ\�IRU�5LVN�5DWLQJ

7KH *URXS KDV D FUHGLW UDWLQJ DQG VFRULQJ V\VWHP GHYHORSHG IRU UDWLQJ H[SRVXUHV� 7KH\ ZHUH GHYHORSHG LQ OLQH ZLWK LQWHUQDWLRQDO

EHVW SUDFWLFH� ([SRVXUHV DUH FUHDWHG E\ &RUSRUDWH� &RPPHUFLDO DQG 5HWDLO EXVLQHVV VHJPHQWV� 7KH FUHGLW ULVN UDWLQJ V\VWHP

DVVLJQV�VFRUHV�XVLQJ�YDULRXV�ULVN�SDUDPHWHUV�EDVHG�RQ�WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�ERUURZHU�

7KH UDWLQJ LV GHULYHG E\ DGGLQJ WKH VFRUHV IURP DOO WKH ULVN SDUDPHWHUV DQG WKH RXWFRPH RI WKH UDWLQJ LV LPSRUWDQW IRU DSSURYDO �

UHMHFWLRQ�RI�WKH�ORDQ�UHTXHVW�

5HWDLO�/RDQV�

5HWDLO ORDQV DUH JRYHUQHG E\ VWDQGDUG FUHGLW SURGXFW SURJUDPV DQG FDWHJRUL]HG DV &RQVXPHU 	 060( ORDQV� &RQVXPHU ORDQV DUH

DYDLOHG WR LQGLYLGXDOV ZKLOH 060( ORDQV DUH JUDQWHG WR XQVWUXFWXUHG EXVLQHVVHV� 8QVWUXFWXUHG EXVLQHVVHV DUH VPDOO DQG PHGLXP

VFDOH EXVLQHVVHV WKDW UDUHO\ NHHS SURSHU DFFRXQWLQJ UHFRUGV� 5HWDLO DQG 60( VFRUHFDUGV DUH XVHG IRU DVVHVVLQJ &RQVXPHU DQG

060(�ORDQV�UHVSHFWLYHO\�

&RPPHUFLDO�DQG�&RUSRUDWH�/RDQV�

&RPPHUFLDO DQG &RUSRUDWH &XVWRPHUV DUH UDWHG XVLQJ ULVN UDWLQJ PRGHOV� 'HSHQGLQJ RQ WKH XQGHUO\LQJ EXVLQHVV WUDQVDFWLRQ�

6SHFLDOL]HG /HQGLQJ 0RGHOV DUH DOVR XVHG IRU DVVHVVLQJ VSHFLDOL]HG ORDQV WR &RUSRUDWH DQG &RPPHUFLDO &XVWRPHUV� 7KH UDWLQJ

PHWKRGRORJ\ LV EDVHG RQ ERWK TXDQWLWDWLYH DQG TXDOLWDWLYH IDFWRUV� 4XDQWLWDWLYH IDFWRUV DUH PDLQO\ WKH ILQDQFLDO UDWLRV� DFFRXQW

FRQGXFW DPRQJ RWKHUV� 4XDOLWDWLYH IDFWRUV DUH EDVHG RQ WKH IROORZLQJ ULVN FDWHJRULHV� D� %XVLQHVV 5LVN E� ,QGXVWU\ 5LVN F�

0DQDJHPHQW�5LVN

7KH�5HWDLO�%DQNLQJ�±5HWDLO�%DQNLQJ�*URXS�VHUYHV�LQGLYLGXDOV�FRQVLVWLQJ�RI�PDVV�PDUNHW��DIIOXHQW��\RXWKV�DQG�KLJK�QHW�ZRUWK��7KH

5HWDLO�%DQNLQJ�*URXS�FXVWRPHU�VHJPHQWDWLRQ�FRQVLVW�RI�

ā��+LJK�QHW�ZRUWK�LQGLYLGXDOV�ZKR�HDUQ�1���PLOOLRQ��WKLUW\�PLOOLRQ�QDLUD��DQG�DERYH�DQQXDOO\�RU�KDYH�QHW�LQYHVWDEOH

���DVVHWV�RI�����������RQH�KXQGUHG�DQG�ILIW\�WKRXVDQG�86�GROODUV��DQG�DERYH

ā 0DVV�DIIOXHQW�SURIHVVLRQDOV�ZKR�HDUQ�EHWZHHQ�1��PLOOLRQ��VL[�PLOOLRQ�QDLUD��DQG�1��PLOOLRQ��WKLUW\�PLOOLRQ�QDLUD�

���DQQXDOO\
ā 0DVV�PDUNHW�SURIHVVLRQDOV�ZKR�HDUQ�OHVV�WKDQ�1��PLOOLRQ��VL[�PLOOLRQ�QDLUD��DQQXDOO\

7KH %DQN¶V SURGXFW LQFOXGH� VDYLQJV DFFRXQWV� FXUUHQW DFFRXQWV� IL[HG GHSRVLW DFFRXQWV� H�EDQNLQJ� ORFDO DQG LQWHUQDWLRQDO IXQGV

WUDQVIHU��WUDGH�ILQDQFH��SURMHFW�ILQDQFH��PRUWJDJH�ILQDQFH��EDQNHUV¶�DFFHSWDQFHV�DQG�FRPPHUFLDO�SDSHU�

,Q�DGGLWLRQ�WR�WKH�EXVLQHVV�VHJPHQWV��WKH�%DQN�LV�DOVR�VXSSRUWHG�E\�WKH�DFWLYLWLHV�RI�WKH�IROORZLQJ�6WUDWHJLF�5HVRXUFH�)XQFWLRQV�

&RPPHUFLDO�DQG�,QVWLWXWLRQDO�%DQNLQJ�±��7KH�&RPPHUFLDO�DQG�,QVWLWXWLRQDO�%DQNLQJ�*URXS�SURYLGHV�VHUYLFHV�WR�EXVLQHVVHV�ZLWK

WXUQRYHU�DERYH�1����PLOOLRQ�DQG�EHORZ�1��%LOOLRQ�DQG�SXEOLF�VHFWRU�HQWLWLHV�

ϭϮϳ
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�� )LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

��M� 0HWKRGRORJ\�IRU�ULVN�UDWLQJ���FRQWLQXHG

6WUXFWXUHG�%XVLQHVVHV

7KH�IDFWRUV�WR�EH�FRQVLGHUHG�DUH�

4XDQWLWDWLYH�IDFWRUV�DUH�EDVLFDOO\�WKH�ILQDQFLDO�UDWLRV�ZKLFK�LQFOXGH�

D� /HYHUDJH�UDWLRV

E� /LTXLGLW\�UDWLRV

F� 3URILWDELOLW\�UDWLRV

G� ,QWHUHVW�&RYHUDJH�UDWLRV

4XDOLWDWLYH�IDFWRUV��7KHVH�LQFOXGH�

D� ,QGXVWU\

L� 6L]H�RI�WKH�EXVLQHVV

LL� ,QGXVWU\�JURZWK

LLL� 0DUNHW�&RPSHWLWLRQ

LY� (QWU\�([LW�EDUULHUV

E� 0DQDJHPHQW�

L� ([SHULHQFH�RI�WKH�PDQDJHPHQW�WHDP

LL� 6XFFHVVLRQ�3ODQQLQJ

LLL� 2UJDQL]DWLRQDO�VWUXFWXUH

F� 6HFXULW\�

L� &ROODWHUDO�W\SH

LL� &ROODWHUDO�FRYHUDJH

LLL� *XDUDQWHH�L�H��WKH�ZRUWK�RI�3HUVRQDO�*XDUDQWHH�&RUSRUDWH�*XDUDQWHH�SOHGJHG�DV�VXSSRUW�

G� 5HODWLRQVKLS�ZLWK�WKH�%DQN�

L� $FFRXQW�WXUQRYHU��HIILFLHQF\�UDWLR�

LL� $FFRXQW�FRQGXFW

LLL� &RPSOLDQFH�ZLWK�FRYHQDQWV�FRQGLWLRQV

LY� 3HUVRQDO�GHSRVLWV�ZLWK�WKH�EDQN�

7KH�IDFWRUV�WR�EH�FRQVLGHUHG�DUH�

4XDQWLWDWLYH�IDFWRUV��7KHVH�LQFOXGH�

L� &RQWUDFW�UHODWHG�WUDQVDFWLRQV

D� 1HW�3URILW�0DUJLQ

E� &RXQWHUSDUW\�±�1DWXUH�)LQDQFLDO�FDSDFLW\�RI�WKH�3ULQFLSDOV

LL� 2WKHU�)DFLOLWLHV

D� $FFRXQW�WXUQRYHU

E� 5HSD\PHQW�KLVWRU\

4XDOLWDWLYH�IDFWRUV��7KHVH�LQFOXGH�

0DQDJHPHQW�

L� ([SHULHQFH�7HFKQLFDO�FRPSHWHQFH�ZLWK�HYLGHQFH

LL� 6XFFHVVLRQ�3ODQQLQJ

7KHVH DUH FXVWRPHUV WKDW UDUHO\ NHHS SURSHU DFFRXQWLQJ UHFRUGV� KHQFH WKH PD[LPXP OLPLW WKDW FDQ EH DYDLOHG WR WKHP LV

UHVWULFWHG�WR�1��P�

&UHGLW�6FRULQJ�6\VWHP�

7KH�ULVN�UDWLQJ�PHWKRGRORJ\�LV�EDVHG�RQ�WKH�IROORZLQJ�IXQGDPHQWDO�DQDO\VHV��ILQDQFLDO�DQDO\VLV�DQG�QRQ��ILQDQFLDO�DQDO\VLV��

8QVWUXFWXUHG�%XVLQHVVHV�

ϭϮϴ
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�� )LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

�M� 0HWKRGRORJ\�IRU�5LVN�5DWLQJ���FRQWLQXHG

L� ,QGXVWU\

LL� ,QGXVWU\�JURZWK

LLL� 6KDUH�RI�WKH�PDUNHW

LY� 5HJXODWLRQV��:KHWKHU�WKH�LQGXVWU\�LV�UHJXODWHG�RU�QRW

Y� (QWU\�([LW

,Q�JHQHUDO��WKH�IROORZLQJ�DUH�FRQVLGHUHG�LQ�DVVHVVLQJ�IDFLOLW\�UHTXHVW

�L� &KDUDFWHU

�LL� &DSDFLW\

�LLL� &DSLWDO

�LY� &DVK�&ROODWHULVHG�)DFLOLWLHV

�Y� 3ULFLQJ

�YL� &ROODWHUDO�6HFXULW\

�������:KHWKHU�VHFXUHG�RU�QRW�VHFXUHG
�������,I�VHFXUHG��ZKDW�W\SH�RI�VHFXULW\
�������3HUIHFWLEOH�OHJDO�PRUWJDJH
�������(TXLWDEOH�PRUWJDJH
�������&KDWWHO�PRUWJDJHV
�������/RFDWLRQ�RI�VHFXULW\�FROODWHUDO
�������/RDQ�WR�YDOXH�UDWLR�RI�FROODWHUDO�RIIHUHG
�������0DUNHWDELOLW\�RI�VHFXULW\�FROODWHUDO
�������:KHWKHU�FROODWHUDO�LV�D�VSHFLDOLVHG�DVVHW�RU�JHQHUDO�SXUSRVH���W\SH�DVVHW�
�������'HSUHFLDWLQJ�RU�DSSUHFLDWLQJ�YDOXH�RYHU�WLPH�

&ROODWHUDO� RIWHQ UHIHUUHG WR DV FUHGLW ULVN PLWLJDQW� JLYHV DGGLWLRQDO DVVXUDQFH WR UHFRYHULQJ ORDQV JUDQWHG WR FXVWRPHUV� 7KH

SOHGJHG�FROODWHUDO�LV�GRFXPHQWHG�DQG�FRQWLQXRXVO\�UHYLHZHG�DV�WR�LWV�YDOXH�DQG�PDUNHWDELOLW\�

&ROODWHUDOV�VHFXULWLHV�DUH�UHYLHZHG�DQG�VFRUHG�EDVHG�RQ�WKH�IROORZLQJ�SDUDPHWHUV�

)XQGDPHQWDO WR HYHU\ FUHGLW GHFLVLRQ LV WKH KRQHVW\ DQG LQWHJULW\ RI WKH LQGLYLGXDOV WR ZKRP WKH *URXS OHQGV GLUHFWO\ RU ZKR

PDQDJH�WKH�HQWHUSULVHV�WR�ZKLFK�WKH�*URXS�OHQGV��&KDUDFWHU�LV�WKH�VLQJOH�PRVW�LPSRUWDQW�IDFWRU�LQ�WKH�FUHGLW�GHFLVLRQ�

7KH DFFHSWDQFH RI D FUHGLW GHSHQGV XSRQ DQ REMHFWLYH HYDOXDWLRQ RI WKH FXVWRPHU
V DELOLW\ WR UHSD\ WKH ERUURZHG IXQGV� 7R

HVWDEOLVK�WKLV��SURILWDELOLW\�DQG�OLTXLGLW\�UDWLRV�DUH�XVHG�DV�SDUW�RI�WKH�DVVHVVPHQW�

7KH ERUURZHU PXVW SURYLGH FDSLWDO IRU DQWLFLSDWHG DGYHUVLW\� 7KH LQGH[ WR GHWHUPLQH FDSLWDO VKRXOG EH OHYHUDJH IRU RYHUGUDIW�

OHDVH�DQG�WHUP�ORDQ�IDFLOLWLHV�

&DVK FROODWHULVHG IDFLOLWLHV DUH QRW WR EH VXEMHFWHG WR WKLV VFRULQJ PHWKRG� XQOHVV WKH FKDUDFWHU RI WKH FXVWRPHU LV

TXHVWLRQDEOH� LQ ZKLFK FDVH� WKH DSSOLFDWLRQ LV UHMHFWHG� )RU FDVK FROODWHULVHG IDFLOLWLHV� WKH NH\ LVVXH LV VDIHW\ PDUJLQ� /RFDO FDVK

GHSRVLWV VKDOO SURYLGH ���� FRYHUDJH IRU WKH %DQN¶V H[SRVXUH� )RUHLJQ FXUUHQF\ GHSRVLWV SOHGJHG VKDOO SURYLGH PLQLPXP ����

FRYHUDJH�IRU�WKH�%DQN¶V�H[SRVXUH�

7KH SULFLQJ RI IDFLOLWLHV LV GRQH WR UHIOHFW WKH LQKHUHQW ULVNV IRU DFFHSWLQJ WKH H[SRVXUH E\ WKH *URXS� 7KH DYHUDJH VFRUH FRPSXWHG

RIWHQ GHWHUPLQHV WKH PLQLPXP OHYHO RI LQWHUHVW FKDUJHDEOH� 7KLV LQWHUHVW UDWH GHWHUPLQHG ZRXOG EH D JXLGH� )RU WKH SXUSRVHV RI

FODULW\� D SULPH UDWH LV GHWHUPLQHG E\ $VVHW DQG /LDELOLW\ 0DQDJHPHQW 'HSDUWPHQW DQG RWKHU UDWHV DUH HLWKHU DERYH RU EHORZ

LW� 7KH DYHUDJH VFRUH FRPSXWHG RIWHQ GHWHUPLQH WKH PLQLPXP OHYHO RI LQWHUHVW FKDUJHDEOH� 7KLV LQWHUHVW UDWH GHWHUPLQHG ZRXOG

EH�D�JXLGH�
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�� )LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ

���� &UHGLW�ULVN

�D� 5LVN�3RUWIROLR�3ODQQLQJ

�E� ([SRVXUH�'HYHORSPHQW�DQG�&UHDWLRQ

�F� ([SRVXUH�0DQDJHPHQW

3XUSRVH��0DLQ�&KDUDFWHULVWLFV�DQG�(OHPHQWV�RI�&UHGLW�5LVN�0DQDJHPHQW�

,Q OLQH ZLWK WKH *URXS¶V SODQQLQJ F\FOH� ULVN SRUWIROLR SODQV DUH GHYHORSHG DQG DSSURYHG DW WKH RYHUDOO *URXS DQG LQGLYLGXDO

EXVLQHVV�XQLW�OHYHO�

5LVN SRUWIROLR SODQQLQJ HQWDLOV GHILQLWLRQ DQG DJUHHPHQW RI WDUJHW ULVN DVVHW WKUHVKROG IRU GLIIHUHQW VHFWRUV� GHILQLWLRQ RI WDUJHW

PDUNHWV�DQG�FULWHULD�IRU�ULVN�DFFHSWDQFH�DW�WKH�FRUSRUDWH�OHYHO�DQG�DFURVV�HDFK�ULVN�FUHDWLQJ�EXVLQHVV�XQLW�LQ�WKH�*URXS�

([SRVXUH 'HYHORSPHQW DQG FUHDWLRQ LQFRUSRUDWHV WKH SURFHGXUHV IRU SUHOLPLQDU\ VFUHHQLQJ RI IDFLOLW\ UHTXHVWV� GHWDLOHG FUHGLW ULVN

DQDO\VLV DQG ULVN UDWLQJ� ULVN WULJJHUHG UHYLHZ DQG DSSURYDO RI IDFLOLWLHV� DQG FRQWUROOHG FUHGLW DYDLOPHQW RI DSSURYHG IDFLOLWLHV�

SURFHVVHV DQG JXLGHOLQHV IRU GHYHORSLQJ FUHGLW RSSRUWXQLWLHV DQG FUHDWLQJ TXDOLW\ ULVN DVVHWV LQ OLQH ZLWK WKH %DQN¶V ULVN

PDQDJHPHQW�SROLFLHV�

7R PLQLPL]H WKH ULVN DQG RFFXUUHQFH RI ORVV DV D UHVXOW RI GHFOLQH LQ TXDOLW\ DQG QRQ�SHUIRUPDQFH RI ULVN DVVHWV� FOHDU JXLGHOLQHV

IRU PDQDJHPHQW RI WKH ULVN DVVHW SRUWIROLR DQG LQGLYLGXDO ULVN H[SRVXUHV DUH GHILQHG� ([SRVXUH PDQDJHPHQW HQWDLOV FROODWHUDO

PDQDJHPHQW��IDFLOLW\�SHUIRUPDQFH�PRQLWRULQJ�TXDOLW\�UHYLHZV��ULVN�DVVHW�FODVVLILFDWLRQ�DQG�UHSRUWLQJ

&UHGLW�H[SRVXUHV�DULVH�SULQFLSDOO\�LQ�OHQGLQJ�DFWLYLWLHV�FDUULHG�RXW�WKURXJK�ORDQV�DQG�DGYDQFHV��GHEW�VHFXULWLHV�DQG�RWKHU

LQVWUXPHQWV�LQ�WKH�*URXS
V�ULVN�DVVHW�SRUWIROLR��&UHGLW�ULVN�LV�DOVR�LQKHUHQW�LQ�RII�EDODQFH�VKHHW�ILQDQFLDO�LQVWUXPHQWV�

7KH *URXS PDQDJHV FUHGLW ULVNV� ZKLFK KDV EHHQ GHILQHG DV WKH SRWHQWLDO IRU D FRXQWHUSDUW\ WR GHIDXOW RQ ILQDQFLDO REOLJDWLRQV

OHDGLQJ WR ILQDQFLDO ORVVHV� &UHGLW ULVN LV WKH SULQFLSDO VRXUFH RI ULVN WR WKH %DQN DULVLQJ IURP ORDQV DQG DGYDQFHV H[WHQGHG WR

FXVWRPHUV�XQGHU�WKH�FRUSRUDWH��FRPPHUFLDO��DQG�UHWDLO�EXVLQHVV�OLQHV�

7KHUH LV DOVR FUHGLW ULVN LQ RII�EDODQFH VKHHW ILQDQFLDO LQVWUXPHQWV� 7KH FUHGLW ULVN LV PDQDJHG E\ WZR GHSDUWPHQWV � &UHGLW 5LVN

$VVHVVPHQW DQG &UHGLW $GPLQLVWUDWLRQ 'HSDUWPHQWV� 7KH\ UHSRUW WR WKH 0'�&KLHI ([HFXWLYH 2IILFHU ZKR LQ WXUQ UHSRUWV WR WKH

%RDUG�RI�'LUHFWRUV�

7KH %DQN
V DFWLYLWLHV H[SRVH LW WR D YDULHW\ RI ILQDQFLDO ULVNV DQG WKRVH DFWLYLWLHV LQYROYH WKH DQDO\VLV� HYDOXDWLRQ� DFFHSWDQFH DQG

PDQDJHPHQW�RI�VRPH�GHJUHH�RI�ULVN�RU�FRPELQDWLRQ�RI�ULVNV��5LVNV�DUH�DQ�LQHYLWDEOH�FRQVHTXHQFH�RI�EHLQJ�LQ�EXVLQHVV�

7KH %DQN
V DLP LV WKHUHIRUH WR DFKLHYH DQ DSSURSULDWH EDODQFH EHWZHHQ ULVN DQG UHWXUQ DQG PLQLPLVH SRWHQWLDO DGYHUVH HIIHFWV RQ

WKH %DQN
V ILQDQFLDO SHUIRUPDQFH� 7KH %DQN
V ULVN PDQDJHPHQW SROLFLHV DUH GHVLJQHG WR LGHQWLI\ DQG DQDO\VH WKHVH ULVNV� WR VHW

DSSURSULDWH ULVN OLPLWV DQG FRQWUROV� DQG WR PRQLWRU WKH ULVNV DQG DGKHUHQFH WR OLPLWV E\ PHDQV RI UHOLDEOH DQG XS�WR�GDWH

LQIRUPDWLRQ V\VWHPV� 7KH %DQN UHJXODUO\ UHYLHZV LWV ULVN PDQDJHPHQW SROLFLHV DQG V\VWHPV WR UHIOHFW FKDQJHV LQ PDUNHWV�

SURGXFWV�DQG�HPHUJLQJ�EHVW�SUDFWLFH�

5LVN PDQDJHPHQW LV FDUULHG RXW E\ (QWHUSULVH 5LVN 0DQDJHPHQW *URXS �(50� ZLWKLQ WKH SROLFLHV DSSURYHG E\ WKH %RDUG RI

'LUHFWRUV� 7KH (50 JURXS LGHQWLILHV� HYDOXDWHV DQG PDQDJHV UHVSHFWLYH DVSHFWV RI ILQDQFLDO ULVNV LQ FORVH FR�RSHUDWLRQ ZLWK WKH

%DQN
V RSHUDWLQJ XQLWV� 7KH %RDUG SURYLGHV ZULWWHQ SULQFLSOHV IRU RYHUDOO ULVN PDQDJHPHQW� DV ZHOO DV ZULWWHQ SROLFLHV FRYHULQJ

VSHFLILF DUHDV� VXFK DV OLTXLGLW\ ULVN� IRUHLJQ H[FKDQJH ULVN� LQWHUHVW UDWH ULVN� FUHGLW ULVN� PDUNHW ULVN DQG RSHUDWLRQDO ULVN� ,Q

DGGLWLRQ� WKH ,QVSHFWRUDWH 'LYLVLRQ LV UHVSRQVLEOH IRU WKH LQGHSHQGHQW UHYLHZ RI ULVN PDQDJHPHQW DQG WKH FRQWURO HQYLURQPHQW�

7KH PRVW LPSRUWDQW W\SHV RI ULVN DUH &UHGLW ULVN� /LTXLGLW\ ULVN� 0DUNHW ULVN DQG 2SHUDWLRQDO ULVN� 0DUNHW ULVN LQFOXGHV FXUUHQF\ ULVN�

LQWHUHVW�UDWH�DQG�RWKHU�SULFH�ULVN�
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&UHGLW�ULVN���FRQWLQXHG

�G� 'HOLQTXHQF\�0DQDJHPHQW�/RDQ�:RUNRXW

�H� &UHGLW�5HFRYHU\

7KH�*URXS¶V�5LVN�0DQDJHPHQW�2EMHFWLYHV�DQG�3ROLFLHV

7KH�*URXS¶V�ULVN�PDQDJHPHQW�REMHFWLYHV�DQG�SROLFLHV�IRU�FUHGLW�ULVN�LQFOXGH�WKH�IROORZLQJ�

�� 7R�HQVXUH�RSWLPDO�HDUQLQJV�WKURXJK�KLJK�TXDOLW\�ULVN�SRUWIROLR�

�� &OHDU�DUWLFXODWLRQ�RI�FULWHULD�IRU�GHFLVLRQ�PDNLQJ�

�� 'HVFULSWLRQ�RI�VSHFLILF�DFWLYLWLHV�DQG�WDVNV�ZLWK�UHVSHFW�WR�WKH�FUHDWLRQ�DQG�PDQDJHPHQW�RI�ULVN�DVVHWV�

�� 'HILQLWLRQ�RI�3DVW�GXH�ORDQV�DV�WKRVH�ZLWK�LQWHUHVW�DQG�SULQFLSDO�UHSD\PHQW�RXWVWDQGLQJ�IRU����GD\V�RU�PRUH�

�� 2WKHU�FULWHULD�DUH�DOVR�GHILQHG�IRU�GHWHUPLQLQJ�LPSDLUHG�ORDQV��7KHVH�LQFOXGH�

����%RUURZHU¶V�EXVLQHVV�UHFRUGLQJ�FRQVLVWHQW�ORVVHV�ZKLFK�PLJKW�LPSDLU�WKH�FDVK�IORZ��DQG��ORDQ�UHSD\PHQW�

����%RUURZHU¶V�QHWZRUWK�EHLQJ�JURVVO\�HURGHG�GXH�WR�VRPH�PDFURHFRQRPLF�HYHQWV�

����/DFN�RI�FRPPXLFDWLRQ�IURP�WKH�ERUURZHU�

����6HFXULW\�RIIHUHG�KDV�GHWHULRUDWHG�LQ�YDOXH�DQG�IXOO�SD\PHQW�FDQQRW�EH�JXDUDQWHHG�IURP�QRUPDO�RSHUDWLQJ�VRXUFHV�

����:KHUH�WKH�%DQN�FRQVHQWV�WR�ORDQ�UHVWUXFWXULQJ��UHVXOWLQJ�LQ�GLPLQLVKHG�ILQDQFLDO�REOLJDWLRQ�

����'HPRQVWUDWHG�PDWHULDO�IRUJLYHQHVV�RI�GHEW�RU�SRVWSRQHPHQW�RI�VFKHGXOHG�SD\PHQW�

�I� 5LVN�0DQDJHPHQW�$UFKLWHFWXUH

�LL�

7KH�*URXS
V�FUHGLW�ULVN�PDQDJHPHQW�DFWLYLWLHV�DUH�EDVHG�RQ�FHUWDLQ�IXQGDPHQWDO�SULQFLSOHV�

7KH *URXS
V ULVN SROLF\ DOORZV LWV SHUVRQQHO WDNH LQLWLDWLYHV DQG UHVSRQVLELOLW\ WR SURDFWLYHO\ LGHQWLI\ ULVNV LQ GHOLYHULQJ SURGXFWV

DQG�VHUYLFHV�WR�WKH�PDUNHW�LQ�D�YDOXH�DGGHG�PDQQHU�

7KH *URXS
V ULVN DVVHWV DUH PDQDJHG WR KHOS SURYLGH WKH OLTXLGLW\ WR PHHW GHSRVLW ZLWKGUDZDOV� FRYHU DOO H[SHQVHV� DQG VWLOO HDUQ

VXIILFLHQW�SURILW�WR�PDNH�UHWXUQV�ZKLFK�DUH�FRPSHWLWLYH�ZLWK�RWKHU�LQYHVWPHQWV�

&UHGLW ULVNV DUH H[DPLQHG IRU DOO FUHGLW�UHODWHG WUDQVDFWLRQV LQFOXGLQJ LQYHVWPHQWV DQG WUDGLQJ WUDQVDFWLRQV� LQ DGGLWLRQ WR ORDQV

DQG�OHDVHV��&UHGLW�ULVNV�DUH�H[DPLQHG�DQG�PDQDJHG�IRU�XQIXQGHG�ORDQ�FRPPLWPHQWV�LQ�DGGLWLRQ�WR�IXQGHG�ORDQV�DQG�OHDVHV�

'HOLEHUDWH DFWLRQV DUH WDNHQ SURDFWLYHO\ WR PLQLPL]H WKH *URXS¶V ORVV RQ QRQ�SHUIRUPLQJ ORDQV� 'LUHFWLRQV DUH SURYLGHG LQ WKH

&UHGLW 3ROLF\ JXLGH IRU ZLQGLQJ GRZQ WKH *URXS¶V H[SRVXUH� ZDLYHUV� ZULWH�RIIV� HWF� ,Q WKH HYHQW RI UHFRYHU\� SURFHVV IRU

UHFRJQL]LQJ�LQFRPH�DQG�SUHYLRXVO\�ZULWWHQ�RII�DPRXQWV�LV�DOVR�GHILQHG�

&DWHJRUL]DWLRQ RI FROODWHUDOV WR GHWHUPLQH WKH DFFHSWDEOH VHFXULW\ IRU WKH PLWLJDWLRQ RI LPSDLUPHQW LPSDFW RQ WKH ,QFRPH

6WDWHPHQW�

5LVNV DUH PDQDJHG VXFK WKDW WKH ULVN SURILOH DQG WKH %DQN
V UHSXWDWLRQ DUH DOLJQHG ZLWK WKH *URXS
V REMHFWLYH RI FRQVHUYDWLYH ULVN

DSSHWLWH��EDODQFHG�DJDLQVW�D�GHVLUH�IRU�UHDVRQDEOH�UHWXUQV�

&UHGLW�ULVN�PHDVXUHPHQW

%HIRUH D VRXQG DQG SUXGHQW FUHGLW GHFLVLRQ FDQ EH PDGH� WKH FUHGLW ULVN RI WKH ERUURZHU RU FRXQWHUSDUW\ PXVW EH DFFXUDWHO\

DVVHVVHG� (DFK DSSOLFDWLRQ LV DQDO\]HG DQG DVVLJQHG RQH RI � �QLQH� JUDGHV XVLQJ D FUHGLW UDWLQJ V\VWHP GHYHORSHG E\ WKH *URXS

IRU�DOO�H[SRVXUHV�WR�FUHGLW�ULVN��(DFK�JUDGH�FRUUHVSRQGV�WR�D�ERUURZHU
V�RU�FRXQWHUSDUW\
V�SUREDELOLW\�RI�GHIDXOW�

7KH HIIHFWLYHQHVV RI ULVN PDQDJHPHQW SURFHVV WKURXJKRXW WKH *URXS LV EDVHG RQ D VLPSOH IRUPDO JRYHUQDQFH VWUXFWXUH ZLWK

UHJXODU�UHSRUWLQJ�SURFHVVHV�ZLWKLQ�D�ZHOO�GHILQHG�FRQWURO�HQYLURQPHQW�

,Q WKH XQGHVLUHG HYHQW RI GHFOLQH LQ ULVN DVVHW TXDOLW\� SURPSW LGHQWLILFDWLRQ DQG PDQDJHPHQW RI GHOLQTXHQW ORDQV VLJQLILFDQWO\

UHGXFHV FUHGLW ULVN ORVVHV LQ WKH *URXS� 7KH GHOLQTXHQF\ PDQDJHPHQW�ORDQ ZRUNRXW PRGXOH RI WKH LQWHJUDWHG ULVN PDQDJHPHQW

IUDPHZRUN RXWOLQHV WKH DSSURDFK IRU LGHQWLILFDWLRQ DQG PDQDJHPHQW RI GHFOLQLQJ FUHGLW TXDOLW\� 7KLV DOVR FRYHUV ORDQ ZRUNRXW

ZKHUH DOO DFWLYLWLHV DUH JHDUHG WRZDUGV UHVXVFLWDWLQJ QRQ�SHUIRUPLQJ ORDQV� DQG WKH ILUVW VWDJH LQ WKH SURFHVV RI UHFRJQL]LQJ

SRVVLEOH�FUHGLW�ORVV�
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(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

�LLL� &UHGLW�JUDQWLQJ�SURFHVV

�D� /RDQV�DQG�DGYDQFHV

�L� WKH�FKDUDFWHU�DQG�FDSDFLW\�RI�WKH�FOLHQW�RU�FRXQWHUSDUW\�WR�SD\�GRZQ�RQ�LWV�FRQWUDFWXDO�REOLJDWLRQV�

�LL� FXUUHQW�H[SRVXUHV�WR�WKH�FRXQWHUSDUW\�DQG�LWV�OLNHO\�IXWXUH�GHYHORSPHQW�

�LLL� FUHGLW�KLVWRU\�RI�WKH�FRXQWHUSDUW\��DQG

�LY� WKH�OLNHO\�UHFRYHU\�UDWLR�LQ�FDVH�RI�GHIDXOW�REOLJDWLRQV��XVLQJ�YDOXH��RI�FROODWHUDO�DQG�RWKHU�ZD\V�RXW�

7KH�ULVN�UDWLQJ�VFDOH�DQG�WKH�H[WHUQDO�UDWLQJ�HTXLYDOHQW�LV�GHWDLOHG�EHORZ�

6FRUH 5HPDUNV

5DQJH

55��� ������ 6XSHULRU

55��� �������� 6WURQJ

55��� �������� *RRG

55��� �������� 6DWLVIDFWRU\

55��� �������� +LJK�ULVN

55��� �������� :DWFK�OLVW

55��� �������� 6XEVWDQGDUG

55��� �������� 'RXEWIXO

55��� ��� /RVW

�E� 'HEW�6HFXULWLHV�DQG�2WKHU�%LOOV

�LY� &UHGLW�5LVN�&RQWURO�	�0LWLJDWLRQ�SROLF\

'

'

)RU GHEW VHFXULWLHV DQG RWKHU ELOOV� H[WHUQDO UDWLQJ VXFK DV $JXVWR UDWLQJ RU WKHLU HTXLYDOHQWV DUH XVHG E\ 7UHDVXU\ 'HSDUWPHQW

SULPDULO\�WR�PDQDJH�WKHLU�OLTXLGLW\�ULVN�H[SRVXUHV�

7KH *URXS PDQDJHV FRQFHQWUDWLRQ ULVNV WR FRXQWHUSDUWLHV� JURXSV� VHFWRUV DQG FRXQWULHV� 7KH OHYHO RI FUHGLW ULVN XQGHUWDNHQ LV

FRQWUROOHG E\ VHWWLQJ OLPLWV RQ H[SRVXUHV WR LQGLYLGXDOV� JURXSV� JHRJUDSKLFDO DQG VHFWRUDO VHJPHQWV DQG IDFLOLWDWH FRQWLQXRXV

PRQLWRULQJ�RI�DGKHUHQFH�WR�VHW�OLPLWV��7KH�OLPLWV�VHW�DUH�UHYLHZHG�SHULRGLFDOO\�DQG�DSSURYHG�E\�WKH�%RDUG�RI�'LUHFWRUV�

7KH *URXS VWUXFWXUHV WKH OHYHOV RI FUHGLW ULVN LW XQGHUWDNHV E\ SODFLQJ OLPLWV RQ WKH DPRXQW RI ULVN DFFHSWHG LQ UHODWLRQ WR D VLQJOH

ERUURZHU� RU JURXSV RI ERUURZHUV �VLQJOH REOLJRU OLPLWV�� DQG WR JHRJUDSKLFDO DQG VHFWRUDO VHJPHQWV� 6XFK ULVNV DUH PRQLWRUHG

RQ D UHYROYLQJ EDVLV� /LPLWV RQ WKH OHYHO RI FUHGLW ULVN E\ LQGXVWU\ VHFWRU DQG E\ JHRJUDSK\ DUH UHYLHZHG DQG DSSURYHG TXDUWHUO\

E\�WKH�%RDUG�RI�'LUHFWRUV�

7KH H[SRVXUH WR DQ\ ERUURZHU LQFOXGLQJ EDQNV DQG EURNHUV LV IXUWKHU UHVWULFWHG E\ VXE�OLPLWV FRYHULQJ RQ� DQG RII EDODQFH VKHHW

H[SRVXUHV� DQG GDLO\ GHOLYHU\ ULVN OLPLWV LQ UHODWLRQ WR WUDGLQJ LWHPV VXFK DV IRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWV� $FWXDO H[SRVXUHV

DJDLQVW�OLPLWV�DUH�PRQLWRUHG�GDLO\�

$��72�$�

%%%��72�%%�

%%��72�%%�

%��72�%�

&&&��72�&&&

&&��72�&

7KH *URXS
V UDWLQJ VFDOH� ZKLFK LV VKRZQ EHORZ� UHIOHFWV WKH UDQJH RI VFRUHV GHILQHG IRU HDFK UDWLQJ FODVV� 7KLV PHDQV WKDW� LQ

SULQFLSOH��H[SRVXUHV�PLJUDWH�EHWZHHQ�FODVVHV�DV�WKH�DVVHVVPHQW�RI�WKHLU�FUHGLW�ULVN�FKDQJHV�

5LVN�5DWLQJ
([WHUQDO�5DWLQJ

(TXLYDOHQW

$$$�72�$$�

&UHGLW JUDQWLQJ GHFLVLRQV DUH EDVHG RQ WKH UHVXOWV RI WKH ULVN DVVHVVPHQW� ,Q DGGLWLRQ� WR WKH FOLHQW
V VROYHQF\� FUHGLW JUDQWLQJ

GHFLVLRQV DUH DOVR LQIOXHQFHG E\ IDFWRUV VXFK DV DYDLODEOH FROODWHUDO� WUDQVDFWLRQ FRPSOLDQFH ZLWK SROLFLHV DQG VWDQGDUGV�

SURFHGXUHV DQG WKH *URXS
V RYHUDOO ULVN�DGMXVWHG UHWXUQV REMHFWLYH� (DFK FUHGLW JUDQWLQJ GHFLVLRQ LV PDGH E\ DXWKRULWLHV ZLWKLQ WKH

ULVN PDQDJHPHQW WHDPV DQG PDQDJHPHQW ZKR DUH LQGHSHQGHQW RI WKH EXVLQHVV XQLWV DQG DUH DW D UHSRUWLQJ OHYHO FRPPHQVXUDWH

ZLWK�WKH�VL]H�RI�WKH�SURSRVHG�FUHGLW�WUDQVDFWLRQ�DQG�WKH�DVVRFLDWHG�ULVN�

,Q PHDVXULQJ FUHGLW ULVN RI ORDQV DQG DGYDQFHV WR FXVWRPHUV DQG WR EDQNV DW D FRXQWHUSDUW\ OHYHO� WKH *URXS UHIOHFWV WKH IROORZLQJ

FRPSRQHQWV�
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�LY� &UHGLW�5LVN�&RQWURO�	�0LWLJDWLRQ�SROLF\

$XWKRULW\�OHYHO $SSURYDO�OLPLW��1DLUD�
)XOO�%RDUG
%RDUG��&UHGLW�&RPPLWWHH
0DQDJHPHQW�&UHGLW�&RPPLWWHH
0DQDJLQJ�'LUHFWRU
([HFXWLYH�'LUHFWRU

�D� &ROODWHUDO�$FFHSWDELOLW\

L� 0RUWJDJHV�RYHU�UHVLGHQWLDO�SURSHUWLHV�

LL� &KDUJHV�RYHU�EXVLQHVV�DVVHWV�VXFK�DV�SUHPLVHV��LQYHQWRU\�DQG�DFFRXQWV�UHFHLYDEOH�
LLL� &KDUJHV�RYHU�ILQDQFLDO�LQVWUXPHQWV�VXFK�DV�GHEW�VHFXULWLHV�DQG�HTXLWLHV�

&ROODWHUDO KHOG DV VHFXULW\ IRU ILQDQFLDO DVVHWV RWKHU WKDQ ORDQV DQG DGYDQFHV LV GHWHUPLQHG E\ WKH QDWXUH RI

WKH LQVWUXPHQW� 'HEW VHFXULWLHV� WUHDVXU\ DQG RWKHU HOLJLEOH ELOOV DUH JHQHUDOO\ XQVHFXUHG� ZLWK WKH H[FHSWLRQ

RI�DVVHW��EDFNHG�VHFXULWLHV�DQG�VLPLODU�LQVWUXPHQWV��ZKLFK�DUH�VHFXUHG�E\�SRUWIROLRV�RI�ILQDQFLDO�LQVWUXPHQWV�

7KH IROORZLQJ WDEOH VKRZV WKH PD[LPXP H[SRVXUH WR FUHGLW ULVN E\ FODVV RI ILQDQFLDO DVVHW� ,W DOVR VKRZV WKH

WRWDO IDLU YDOXH RI FROODWHUDO� DQ\ VXUSOXV FROODWHUDO �WKH H[WHQW WR ZKLFK WKH IDLU YDOXH RI FROODWHUDO KHOG LV

JUHDWHU�WKDQ�WKH�H[SRVXUH�WR�ZKLFK�LW�UHODWHV���DQG�WKH�QHW�H[SRVXUH�WR�FUHGLW�ULVN�

7KH�IDLU�YDOXH�RI�DQ\�FROODWHUDO�DQG�RWKHU�VHFXULW\�HQKDQFHPHQWV�KHOG�DJDLQVW�ORDQV�DQG�DGYDQFHV�WR

FXVWRPHUV�DQG�EDQNV�LV�VKRZQ�EHORZ�

7KH�*URXS�DOVR�VHWV�LQWHUQDO�FUHGLW�DSSURYDO�OLPLWV�IRU�YDULRXV�OHYHOV�LQ�WKH�FUHGLW�SURFHVV�DQG�LV�VKRZQ�LQ�WKH

$SSURYDO OLPLWV DUH VHW E\ WKH %RDUG RI 'LUHFWRUV DQG UHYLHZHG IURP WLPH WR WLPH DV WKH FLUFXPVWDQFHV

GHPDQG��6RPH�RWKHU�VSHFLILF�FRQWURO�DQG�PLWLJDWLRQ�PHDVXUHV�DUH�RXWOLQHG�EHORZ�

7KH JXLGLQJ SULQFLSOHV EHKLQG FROODWHUDO DFFHSWDELOLW\ DUH DGHTXDF\ DQG PDUNHWDELOLW\� 7KH *URXS

LPSOHPHQWV JXLGHOLQHV RQ WKH DFFHSWDELOLW\ RI VSHFLILF FODVVHV RI FROODWHUDO RU FUHGLW ULVN PLWLJDWLRQ� 7KH

SULQFLSDO�FROODWHUDO�W\SHV�IRU�ORDQV�DQG�DGYDQFHV�DUH�

$ERYH��������������
�������������
�����������
�����������
�����������

/RQJ�WHUP ILQDQFH DQG OHQGLQJ WR FRUSRUDWH HQWLWLHV DV ZHOO DV LQGLYLGXDOV DUH JHQHUDOO\ VHFXUHG� +RZHYHU�

LQ RUGHU WR PLQLPL]H ORVVHV� WKH *URXS ZLOO VHHN DGGLWLRQDO FROODWHUDO IURP WKH FRXQWHUSDUW\ ZKHQ WKHUH DUH

LQGLFDWRUV�RI�GHYDOXDWLRQ�LQ�H[LVWLQJ�FROODWHUDO�YDOXH�
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�E� 0DVWHU�1HWWLQJ�$UUDQJHPHQWV

,Q�PLOOLRQV�RI�1DLUD

)LQDQFLDO�DVVHWV�

/RDQV�DQG�DGYDQFHV ������������� �������

)LQDQFLDO�OLDELOLWLHV�

&ROODWHULVHG�GHSRVLWV ������������� �������

,Q�PLOOLRQV�RI�1DLUD

1HW�ILQDQFLDO�DVVHWV��OLDELOLWLHV�

/RDQV�DQG�DGYDQFHV ���������������� ���������������

7KH�IROORZLQJ�JURVV�DPRXQWV�DUH�VXEMHFW�WR�D�PDVWHU�QHWWLQJ�DUUDQJHPHQW�EHWZHHQ�WKH�%DQN�DQG��FRXQWHU

SDUWLHV�

����

���� ����

7KHVH DPRXQWV DUH FXUUHQWO\ QRW SUHVHQWHG QHW RQ WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GXH WR WKH SHUIRUPLQJ

VWDWXV RI WKH IDFLOLWLHV� ,I WKH LWHPV ZHUH WR EH QHWWHG� WKH IROORZLQJ QHW DVVHW ZLOO EH SUHVHQWHG RQ WKH

VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�

����

7KH *URXS IXUWKHU UHVWULFWV LWV H[SRVXUH WR FUHGLW ORVVHV E\ HQWHULQJ LQWR PDVWHU QHWWLQJ DUUDQJHPHQWV ZLWK

FRXQWHUSDUWLHV ZLWK ZKLFK LW XQGHUWDNHV D VLJQLILFDQW YROXPH RI WUDQVDFWLRQV� 0DVWHU QHWWLQJ DUUDQJHPHQWV

GR QRW JHQHUDOO\ UHVXOW LQ DQ RIIVHW RI EDODQFH VKHHW DVVHWV DQG OLDELOLWLHV� DV WUDQVDFWLRQV DUH XVXDOO\ VHWWOHG

RQ�D�JURVV�EDVLV��+RZHYHU��WKH�FUHGLW�ULVN�DVVRFLDWHG�ZLWK�IDYRUDEOH�FRQWUDFWV�LV�UHGXFHG�E\�D�PDVWHU�QHWWLQJ

DUUDQJHPHQW�WR�WKH�H[WHQW�WKDW�LI�GHIDXOW�RFFXUV��DOO�DPRXQWV�ZLWK�WKH�FRXQWHUSDUW\�DUH�VHWWOHG�RQ�QHW�EDVLV�
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�F� &UHGLW�UHODWHG�&RPPLWPHQWV

�G� &UHGLW�&RQFHQWUDWLRQ

���'HFHPEHU�����

6�1 5HJLRQ
����

�1
PLOOLRQ�

����

�1
PLOOLRQ�

� $EXMD ���������������� ����������������

� /DJRV ������������� �������������

� 1RUWK�&HQWUDO ���������������� ������������������

� 1RUWK�(DVW ���������������� ����������������

� 1RUWK�:HVW ���������������� ����������������

� 6RXWK�(DVW ����������������� ����������������

� 6RXWK�6RXWK �������������� ���������������

� 6RXWK�:HVW �������������� ���������������

*UDQG�7RWDO ������������� �������������

7KH SULPDU\ SXUSRVH RI WKHVH LQVWUXPHQWV LV WR FUHDWH RWKHU DYHQXHV IRU OHQGLQJ� *XDUDQWHHV DQG VWDQGE\

OHWWHUV RI FUHGLW FDUU\ WKH VDPH FUHGLW ULVN DV ORDQV� 'RFXPHQWDU\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW � ZKLFK

DUH ZULWWHQ XQGHUWDNLQJV E\ WKH *URXS RQ EHKDOI RI D FXVWRPHU DXWKRUL]LQJ D WKLUG SDUW\ WR GUDZ GUDIWV RQ

WKH *URXS XS WR D VWLSXODWHG DPRXQW XQGHU VSHFLILF WHUPV DQG FRQGLWLRQV � DUH FROODWHUDOL]HG E\ WKH

XQGHUO\LQJ�VKLSPHQWV�RI�JRRGV�WR�ZKLFK�WKH\�UHODWH�DQG�WKHUHIRUH��FDUU\�OHVV�ULVN�WKDQ�D�GLUHFW�ORDQ�

7KH *URXS PRQLWRUV FRQFHQWUDWLRQV RI FUHGLW ULVN E\ VHFWRU DQG E\ JHRJUDSKLF ORFDWLRQ� $Q DQDO\VLV RI

FRQFHQWUDWLRQV�RI�FUHGLW�ULVN�DW�WKH�UHSRUWLQJ�GDWH�LV�VKRZQ�EHORZ�

%UHDNGRZQ�RI�([SRVXUHV�E\�*HRJUDSKLF�$UHDV
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&DVK

6HFXUHG

DJDLQVW�5HDO

(VWDWH

6WRFNV�VKDUHV 'HEHQWXUH 2WKHUV

7RWDO

FROODWHUDO

YDOXH

1HW�H[SRVXUH
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PLOOLRQ 1
PLOOLRQ 1
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PLOOLRQ 1
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PLOOLRQ 1
PLOOLRQ 1
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7RWDO�ILQDQFLDO�DVVHWV�DW�DPRUWLVHG�FRVW �������������� ������������� ��������������� ���������������������� ������������������� ��������� ���������� ������������������ �����������������
������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW

RU�ORVV
��������������� ���������������������� ������������������������ ����������������������������� ����������������������������� ���������������� ��������������������� ������������������ �

7RWDO�ILQDQFLDO�LQVWUXPHQWV�DW�IDLU

YDOXH�WKURXJK�SURILW�RU�ORVV
��������������� ���������������������� ������������������������ ����������������������������� ����������������������������� ���������������� ��������������������� ������������������� ����������������������

�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH
������������������ ���������������������� ������������������������ ����������������������������� ����������������������������� ���������������� ��������������������� ��������������������� ��������������������

7RWDO�GHEW�LQVWUXPHQWV�DW�IDLU�YDOXH

WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH
������������������ ���������������������� ������������������������ ����������������������������� ����������������������������� ���������������� ��������������������� ��������������������� ��������������������

)LQDQFLDO�JXDUDQWHHV ���������������� ��������������� ������������������ �������������������������� ����������������������� ������������� ������������� ������������������� ����������������������
/HWWHUV�RI�FUHGLW�IRU�FXVWRPHUV ���������������� ���������������� ��������������������� �������������������������� ������������������������� ������������� ��������������� ������������������� ����������������������

������������� ������������� ��������������� ���������������������� ������������������� ��������� ���������� ������������������ �����������������

0D[LPXP�H[SRVXUH�WR�FUHGLW�ULVN�EHIRUH�FROODWHUDO�KHOG�RU�RWKHU�FUHGLW�HQKDQFHPHQWV

7KH�%DQN
V�PD[LPXP�H[SRVXUH�WR�FUHGLW�ULVN�DV�DW����'HFHPEHU������DQG����'HFHPEHU������LV�UHSUHVHQWHG�E\�WKH�QHW�FDUU\LQJ�DPRXQWV�RI�WKH�ILQDQFLDO�DVVHWV�VHW�RXW��EHORZ�

7\SH�RI�FROODWHUDO�RU�FUHGLW�HQKDQFHPHQW
)DLU�YDOXH�RI�FROODWHUDO�DQG�FUHGLW�HQKDQFHPHQWV�KHOG
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0D[LPXP
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FUHGLW�ULVN
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6HFXUHG
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������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW

RU�ORVV
��������������� ���������������������� ������������������������ ����������������������������� ����������������������������� ���������������� ��������������������� ������������������ �

7RWDO�ILQDQFLDO�LQVWUXPHQWV�DW�IDLU

YDOXH�WKURXJK�SURILW�RU�ORVV
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�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH
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7RWDO�GHEW�LQVWUXPHQWV�DW�IDLU�YDOXH

WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH
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7\SH�RI�FROODWHUDO�RU�FUHGLW�HQKDQFHPHQW
)DLU�YDOXH�RI�FROODWHUDO�DQG�FUHGLW�HQKDQFHPHQWV�KHOG
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2WKHU�3XEOLF�8WLOLWLHV � � � � �

2WKHUV � � � ������ �

3RZHU � � � ������ �

5HDO�(VWDWH�	�&RQVWUXFWLRQ � � � ������ �

7UDQVSRUWDWLRQ � � � ������ �

1RQ�,QWHUHVW�%DQNLQJ � � � ������ �

������� ������ ������� ������� �������

&RQFHQWUDWLRQ�E\�ORFDWLRQ�

1LJHULD ������� ������ ������� ������� �������

$PHULFD � ����� � � �

(XURSH � ������ � � �

$IULFD � ����� � � �

$VLD � � � � �

������� ������ ������� ������� �������

ϭϰϯ
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&RPPLWPHQWV�DQG�*XDUDQWHHV

'ZKhW�Θ���E<
,Q�PLOOLRQV�RI�1DLUD

%RQGV��JXDUDQWHHV�DQG�LQGHPQLWLHV ������ ������
/HWWHUV�RI�FUHGLW ������ ������
2WKHUV � �����

������� �������

0DWXULW\�SURILOH�RI�FRQWLQJHQWV�DQG�FRPPLWPHQWV

$V�DW����'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

�%RQGV��JXDUDQWHHV�DQG�LQGHPQLWLHV � ������ ������ ������ ����� ������
�/HWWHUV�RI�FUHGLW � ������ � � � ������
�7RWDO�XQGLVFRXQWHG�ILQDQFLDO�DVVHWV���$� � ������ ������ ������ ����� �������

$V�DW����'HFHPEHU����� 2Q�GHPDQG /HVV�WKDQ���PRQWKV �����PRQWKV ����\HDUV 2YHU���\HDUV 7RWDO
1
���� 1
���� 1
���� 1
���� 1
���� 1
����

�%RQGV��JXDUDQWHHV�DQG�LQGHPQLWLHV � ������ ������ ������ ����� ������
�/HWWHUV�RI�FUHGLW � ������ � � � ������
�2WKHUV � ����� ����� ��� � �����
�7RWDO�XQGLVFRXQWHG�ILQDQFLDO�DVVHWV���$� � ������ ������ ������ ����� �������

7RWDO2Q�GHPDQG /HVV�WKDQ���PRQWKV �����PRQWKV ����\HDUV 2YHU���\HDUV

7R PHHW WKH ILQDQFLDO QHHGV RI FXVWRPHUV� WKH *URXS HQWHUV LQWR YDULRXV LUUHYRFDEOH FRPPLWPHQWV DQG FRQWLQJHQW OLDELOLWLHV� (YHQ WKRXJK WKHVH REOLJDWLRQV PD\ QRW EH

UHFRJQLVHG�RQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ��WKH\�GR�FRQWDLQ�FUHGLW�ULVN�DQG�DUH��WKHUHIRUH��SDUW�RI�WKH�RYHUDOO�ULVN�RI�WKH�*URXS�

7KH WDEOH EHORZ VKRZV WKH *URXS¶V PD[LPXP FUHGLW ULVN H[SRVXUH IRU FRPPLWPHQWV DQG JXDUDQWHHV� 7KH PD[LPXP H[SRVXUH WR FUHGLW ULVN UHODWLQJ WR D ILQDQFLDO

JXDUDQWHH LV WKH PD[LPXP DPRXQW WKH *URXS FRXOG KDYH WR SD\ LI WKH JXDUDQWHH LV FDOOHG XSRQ� 7KH PD[LPXP H[SRVXUH WR FUHGLW ULVN UHODWLQJ WR D ORDQ FRPPLWPHQW LV

WKH IXOO DPRXQW RI WKH FRPPLWPHQW� ,Q ERWK FDVHV� WKH PD[LPXP ULVN H[SRVXUH LV VLJQLILFDQWO\ JUHDWHU WKDQ WKH DPRXQW UHFRJQLVHG DV D OLDELOLW\ LQ WKH VWDWHPHQW RI

ILQDQFLDO�SRVLWLRQ�

���� ����

ϭϰϰ



67(5/,1*�%$1.�3/&
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�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

(QWHUSULVH�5LVN�5HYLHZ���FRQWLQXHG

([SRVXUH�WR�&UHGLW�5LVN���FRQWLQXHG

&5(',7�48$/,7<�2)�),1$1&,$/�$66(76���FRQWLQXHG

���'HFHPEHU�����

$VVHWV

,Q�PLOOLRQV�RI�1DLUD

'HIDXOWHG

H[SRVXUHV

1RQ�GHIDXOWHG

H[SRVXUHV

/RDQV ������ ������� �������� �������
'HEW�6HFXULWLHV � ������ � ������
2II�%DODQFH�VKHHW�H[SRVXUHV � ������� � �������
7RWDO ������ ������� �������� �������

,Q�PLOOLRQV�RI�1DLUD 55����55� 55����55� 55����55� 55����55�

%DODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������� � � � ������� �������
'XH�IURP�EDQNV ������ � � � ������ ������
3OHGJHG�DVVHWV ������ � � � ������ ������
/RDQV�DQG�DGYDQFHV ������� ������� ������� ������ ������� �������
+HOG�IRU�WUDGLQJ ����� � � � ����� �����
,QYHVWPHQWV�VHFXULWLHV���)92&, ������� � � � ������� �������
,QYHVWPHQWV�VHFXULWLHV���$0257,6(' ������� � � � ������� �������
2WKHU�DVVHWV��$FFRXQW�5HFHLYDEOHV � ������ � � ������ �����
7RWDO ������� ������� ������� ������ ��������� ���������

7KH 6WDQGDUGL]HG $SSURDFK KDV EHHQ XVHG LQ DVVHVVLQJ WKH %DQN¶V FDSLWDO UHTXLUHPHQW DQG DOO FRUSRUDWH H[SRVXUHV ZHUH FODVVLILHG DV XQUDWHG LQ OLQH ZLWK UHJXODWRU\ JXLGHOLQHV� &UHGLW

DVVHVVPHQWV�DSSOLHG�WR�LWHPV�LQ�WKH�*URXS
V�ERRN�DQG�WUDGLQJ�ERRN�DUH�DVVLJQHG�LQ�DFFRUGDQFH�ZLWK�WKH�UHJXODWRU\�JXLGHOLQHV

FDUU\LQJ�YDOXHV�RI�
$OORZDQFHV�

LPSDLUPHQWV
1HW�YDOXHV

7RWDO &DUU\LQJ�$PRXQW

ϭϰϱ
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&5(',7�48$/,7<�2)�),1$1&,$/�$66(76���FRQWLQXHG

7KH�6WDQGDUGL]HG�$SSURDFK�KDV�EHHQ�XVHG�LQ�DVVHVVLQJ�WKH�*URXS¶V�FDSLWDO�UHTXLUHPHQW�DQG�DOO�FRUSRUDWH�H[SRVXUHV�ZHUH�FODVVLILHG�DV�XQUDWHG�LQ�OLQH�ZLWK�UHJXODWRU\�JXLGHOLQHV�

���'HFHPEHU�����

$VVHWV

,Q�PLOOLRQV�RI�1DLUD

'HIDXOWHG

H[SRVXUHV

1RQ�GHIDXOWHG

H[SRVXUHV

/RDQV ������ ������� �������� �������
'HEW�6HFXULWLHV � ����� � �����
2II�%DODQFH�VKHHW�H[SRVXUHV � ������� � �������
7RWDO ������ ������� �������� �������

,Q�PLOOLRQV�RI�1DLUD 55����55� 55����55� 55����55� 55����55�

%DODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������� � � � ������� �������
'XH�IURP�EDQNV ������ � � � ������ ������
3OHGJHG�DVVHWV ������� � � � ������� �������
/RDQV�DQG�DGYDQFHV ������� ������� ������ ������ ������� �������
+HOG�IRU�WUDGLQJ ����� � � � ����� �����
,QYHVWPHQWV�VHFXULWLHV�DYDLODEOH��IRU�VDOH ������ � � � ������ ������
,QYHVWPHQWV�VHFXULWLHV�KHOG�WR�PDWXULW\ ������ � � � ������ ������
2WKHU�DVVHWV��$FFRXQW�5HFHLYDEOHV � ����� � � ����� �����
7RWDO ������� ������� ������ ������ ��������� ���������

FDUU\LQJ�YDOXHV�RI�
$OORZDQFHV�

LPSDLUPHQWV
1HW�YDOXHV

7RWDO &DUU\LQJ�$PRXQW
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&UHGLW�0LWLJDWLRQ�7HFKQLTXHV

����$FFHSWDEOH�FROODWHUDO�IRU�HDFK�FUHGLW�SURGXFW�
����5HTXLUHG�GRFXPHQWDWLRQ�SHUIHFWLRQ�RI�FROODWHUDOV
����&RQGLWLRQV�IRU�ZDLYHU�RI�FROODWHUDO�UHTXLUHPHQW�DQG�DSSURYDO�RI�FROODWHUDO�ZDLYHU�
����$FFHSWDQFH�RI�FDVK�DQG�RWKHU�IRUPV�RI�FROODWHUDO�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQF\�

���'HFHPEHU�����

$VVHWV

�([SRVXUH

XQVHFXUHG

([SRVXUHV�VHFXUHG

E\�FROODWHUDO

([SRVXUHV�VHFXUHG

E\�FROODWHUDO�RI

ZKLFK��6HFXUHG

([SRVXUHV

VHFXUHG�E\

ILQDQFLDO

JXDUDQWHHV

([SRVXUHV

VHFXUHG�E\

ILQDQFLDO

JXDUDQWHHV�RI

ZKLFK��VHFXUHG
,Q�PLOOLRQV�RI�1DLUD

/RDQV�DQG�DGYDQFHV ������ ������� ������� � �
'HEW�6HFXULWLHV ������ � � � �
7RWDO ������ ������� ������� � �
RI�ZKLFK�GHIDXOWHG ����� ������ ������ � �

7KH *URXS KDV LQ SODFH D VHW RI PDQDJHPHQW DFWLRQV WR SUHYHQW RU PLWLJDWH WKH LPSDFW RQ HDUQLQJV RI EXVLQHVV ULVNV� %XVLQHVV ULVN PRQLWRULQJ� WKURXJK UHJXODU UHSRUWV DQG RYHUVLJKW�

UHVXOWV LQ FRUUHFWLYH DFWLRQV WR SODQ DQG HQVXUH UHGXFWLRQV LQ H[SRVXUHV ZKHUH QHFHVVDU\� &UHGLW FRQWURO DQG PLWLJDWLRQ SROLFLHV DUH DOVR LQ SODFH� &ROODWHUDO SROLFLHV DUH GHVLJQHG WR

HQVXUH�WKDW�WKH�*URXSCV�H[SRVXUH�LV�VHFXUHG��DQG�WR�PLQLPL]H�WKH�ULVN�RI�FUHGLW�ORVVHV�WR�WKH�*URXS�LQ�WKH�HYHQW�RI�GHFOLQH�LQ�TXDOLW\�RU�GHOLQTXHQF\�RI�DVVHWV�

*XLGHOLQHV�IRU�DFFHSWLQJ�FUHGLW�FROODWHUDO�DUH�GRFXPHQWHG�DQG�DUWLFXODWHG�LQ�WKH�&UHGLW�3ROLF\�*XLGHOLQHV��&3*���7KHVH�LQFOXGH�
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&UHGLW�5LVN�([SRVXUH�DQG�&UHGLW�5LVN�0LWLJDWLRQ��&50�

$VVHW�&ODVVHV

,Q�PLOOLRQV�RI�1DLUD RQ�EDODQFH�VKHHW� RII��EDODQFH�VKHHW RQ�EDODQFH�VKHHW

RII��EDODQFH

VKHHW

5LVN�:HLJKWHG

$VVHWV��5:$�

6RYHUHLJQV�DQG�WKHLU�FHQWUDO�%DQNV ������� � ������� � �
1RQ�FHQWUDO�JRYHUQPHQW�SXEOLF�VHFWRU�HQWLWLHV ������ ������ ������ ����� ������
6XSHUYLVHG�LQVWLWXWLRQV ������ ��� ������ � �����
&RUSRUDWHV ������� ������ ������� ����� �������
5HJXODWRU\�UHWDLO�SRUWIROLRV ����� �� ����� � �����
6HFXUHG�E\�UHVLGHQWLDO�SURSHUW\ ������ � ������ � ������
6HFXUHG�E\�FRPPHUFLDO�UHDO�HVWDWH ������ � ������ � ������
3DVW�GXH�ORDQV ������ � ������ � ������
+LJKHU�±ULVN�FDWHJRULHV ����� � ����� � �����
2WKHU�DVVHWV ������ ������ ������ ����� ������
7RWDO ��������� ������� ������� ����� �������

���'HFHPEHU�����

$VVHWV �([SRVXUH�XQVHFXUH

([SRVXUHV�VHFXUHG

E\�FROODWHUDO

([SRVXUHV�VHFXUHG

E\�FROODWHUDO�RI

ZKLFK��6HFXUHG

([SRVXUHV

VHFXUHG�E\

ILQDQFLDO

JXDUDQWHHV

([SRVXUHV

VHFXUHG�E\

ILQDQFLDO

JXDUDQWHHV�RI

ZKLFK��VHFXUHG
,Q�PLOOLRQV�RI�1DLUD

/RDQV�DQG�DGYDQFHV ����� ������� ������� � �
'HEW�6HFXULWLHV ����� � � � �
7RWDO ����� ������� ������� � �
RI�ZKLFK�GHIDXOWHG �� ������ ������ � �

([SRVXUHV�SUH�&UHGLW�&RQYHUVLRQ�)DFWRU

DQG�&UHGLW�5LVN�0LWLJDWLRQ

([SRVXUHV�SRVW�&UHGLW�&RQYHUVLRQ�)DFWRU�DQG�&UHGLW

5LVN�0LWLJDWLRQ
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&UHGLW�5LVN�([SRVXUH�DQG�&UHGLW�5LVN�0LWLJDWLRQ��&50�

$VVHW�&ODVVHV

,Q�PLOOLRQV�RI�1DLUD RQ�EDODQFH�VKHHW� RII��EDODQFH�VKHHW RQ�EDODQFH�VKHHW

RII��EDODQFH

VKHHW

5LVN�:HLJKWHG

$VVHWV��5:$�

6RYHUHLJQV�DQG�WKHLU�FHQWUDO�%DQNV ������� � ������� � �
1RQ�FHQWUDO�JRYHUQPHQW�SXEOLF�VHFWRU�HQWLWLHV ������ ����� ������ ��� ������
6XSHUYLVHG�LQVWLWXWLRQV ������ ��� ������ � ������
&RUSRUDWHV ������� ������� ������� ����� �������
5HJXODWRU\�UHWDLO�SRUWIROLRV ����� � ����� � �����
6HFXUHG�E\�UHVLGHQWLDO�SURSHUW\ ������ � ������ � ������
6HFXUHG�E\�FRPPHUFLDO�UHDO�HVWDWH ������ � ������ � ������
3DVW�GXH�ORDQV ������ � ������ � ������
+LJKHU�±ULVN�FDWHJRULHV ����� � ����� � �����
2WKHU�DVVHWV ������ � ������ � ������
7RWDO ��������� ������� ������� ����� �������

([SRVXUHV�SUH�&&)�DQG�&50 ([SRVXUHV�SRVW�&&)�DQG�&50
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

(;32685(�%<�$66(7�&/$66(6�$1'�5,6.�:(,*+76

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

5LVN�ZHLJKW �� ��� ��� ��� ���� ����

7RWDO�&UHGLW

([SRVXUH

$PRXQW��3RVW

&&)�DQG�3RVW

&50�

6RYHUHLJQV ������� � � � � � �������
1RQ�FHQWUDO�JRYHUQPHQW�SXEOLF�VHFWRU�HQWLWLHV

�36(V� � ����� � � ������ � ������
0XOWLODWHUDO�GHYHORSPHQW�%DQNV��0'%V� � � � � � � �
6XSHUYLVHG�,QVWLWXWLRQV � ������ �� � ��� � ������
&RUSRUDWHV � ����� � � ������� � �������
5HJXODWRU\�5HWDLO�3RUWIROLRV � � � ����� � � �����
6HFXUHG�E\�0RUWJDJHV�RQ�5HVLGHQWLDO�3URSHUWLHV � � � ������ ������ � ������
([SRVXUHV�6HFXUHG�E\�0RUWJDJHV�RQ�&RPPHUFLDO

5HDO�(VWDWHV � � � � ������ Ͳ ������
3DVW�GXH�ORDQV � � ����� � ������ ��� ������
+LJKHU�±ULVN�FDWHJRULHV � � � � � ����� �����
2WKHU�DVVHWV ������ ������ ����� � ������ � ������
7RWDO ������� ������ ����� ������ ������� ����� �������

ϭϱϬ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&2817(53$57<�&5(',7�5,6.�(;32685(6�%<�5(*8/$725<�3257)2/,2�$1'�5,6.�:(,*+76

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

5LVN�ZHLJKW �� ��� ��� ��� ���� ����

7RWDO�FUHGLW

H[SRVXUH

DPRXQW��3UH

&&)�DQG�&50�

6RYHUHLJQV ������� � � � � � �������
1RQ�FHQWUDO�JRYHUQPHQW�SXEOLF�VHFWRU�HQWLWLHV

�36(V� � ������ ����� � ������ � ������
0XOWLODWHUDO�GHYHORSPHQW�%DQNV��0'%V� � � � � � � �
6XSHUYLVHG�LQVWLWXWLRQV � ������ ��� � ��� � ������
&RUSRUDWHV � ������ ������ � ������� � �������
5HJXODWRU\�UHWDLO�SRUWIROLRV � � �� ����� � � �����
6HFXUHG�E\�0RUWJDJHV�RQ�5HVLGHQWLDO�3URSHUWLHV � � � ������ ������ � ������
([SRVXUHV�6HFXUHG�E\�0RUWJDJHV�RQ�&RPPHUFLDO

5HDO�(VWDWHV � � � � ������ � ������
3DVW�GXH�ORDQV � � ����� � ������ ��� ������
+LJKHU�±ULVN�FDWHJRULHV � � � � � ����� �����
2WKHU�DVVHWV ������ ������ ������ � ������ � �������
7RWDO ������� ������ ������ ������ ������� ����� ���������
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(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

(;32685(�%<�$66(7�&/$66(6�$1'�5,6.�:(,*+76

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

5LVN�ZHLJKW
�� ��� ��� ��� ���� ����

7RWDO�&UHGLW

([SRVXUH

$PRXQW��3RVW

&&)�DQG�3RVW

&50�

6RYHUHLJQV ������� � � � � � �������
1RQ�FHQWUDO�JRYHUQPHQW�SXEOLF�VHFWRU�HQWLWLHV

�36(V� � ����� ��� � ������ � ������
0XOWLODWHUDO�GHYHORSPHQW�%DQNV��0'%V� � � � � � � �
6XSHUYLVHG�,QVWLWXWLRQV � ������ ����� � ����� � ������
&RUSRUDWHV � ����� � � ������� � �������
5HJXODWRU\�5HWDLO�3RUWIROLRV � � � ����� � � �����
6HFXUHG�E\�0RUWJDJHV�RQ�5HVLGHQWLDO�3URSHUWLHV � � � ������ ������ � ������
([SRVXUHV�6HFXUHG�E\�0RUWJDJHV�RQ�&RPPHUFLDO

5HDO�(VWDWHV � � ��� � ������ ������
3DVW�GXH�ORDQV � � � � ����� ������ ������
+LJKHU�±ULVN�FDWHJRULHV � � � � � ����� �����
2WKHU�DVVHWV ������ � � � ������ � ������
7RWDO ������� ������ ����� ������ ������� ������ �������
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(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

([SRVXUH�WR�FUHGLW�ULVN���FRQWLQXHG

&2817(53$57<�&5(',7�5,6.�(;32685(6�%<�5(*8/$725<�3257)2/,2�$1'�5,6.�:(,*+76

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD

�� ��� ��� ��� ���� ����

7RWDO�FUHGLW

H[SRVXUH

DPRXQW��3UH

&&)�DQG�&50�

6RYHUHLJQV ������� � � � � � �������
1RQ�FHQWUDO�JRYHUQPHQW�SXEOLF�VHFWRU�HQWLWLHV

�36(V� � ����� ����� � ������ � ������
0XOWLODWHUDO�GHYHORSPHQW�%DQNV��0'%V� � � � � � � �
6XSHUYLVHG�LQVWLWXWLRQV � ������ ����� � ����� � ������
&RUSRUDWHV � ������ ������ � ������� � �������
5HJXODWRU\�UHWDLO�SRUWIROLRV � � � ����� � � �����
6HFXUHG�E\�0RUWJDJHV�RQ�5HVLGHQWLDO�3URSHUWLHV � � � ������ ������ � ������
([SRVXUHV�6HFXUHG�E\�0RUWJDJHV�RQ�&RPPHUFLDO

5HDO�(VWDWHV � � � � ������ � ������
3DVW�GXH�ORDQV � � ��� � ����� ������ ������
+LJKHU�±ULVN�FDWHJRULHV � � � � � ����� �����
2WKHU�DVVHWV ������ � � � ������ � ������
7RWDO ������� ������ ������� ������ ������� ������ ���������
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([SRVXUH�WR�&UHGLW�5LVN���FRQWLQXHG

,PSDLUPHQW�DVVHVVPHQW��3ROLF\�DSSOLFDEOH�IURP���-DQXDU\������

7KH�UHIHUHQFHV�EHORZ�VKRZ�ZKHUH�WKH�*URXS¶V�LPSDLUPHQW�DVVHVVPHQW�DQG�PHDVXUHPHQW�DSSURDFK�LV�VHW�RXW�LQ�WKLV�UHSRUW��,W�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�ZLWK�WKH�6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�

7KH�*URXS�FRQVLGHUV�D�ILQDQFLDO�LQVWUXPHQW�GHIDXOWHG�DQG�WKHUHIRUH�6WDJH����FUHGLW�LPSDLUHG��IRU�(&/�FDOFXODWLRQV�LQ�DOO�FDVHV�ZKHQ�WKH�ERUURZHU�EHFRPHV����GD\V�SDVW�GXH�RQ�LWV�FRQWUDFWXDO�SD\PHQWV��H[FHSW�IRU

VSHFLDOLVHG�OHQGLQJ�IDFLOLWLHV�ZKHUH�WKH����GD\V�SDVW�GXH�LV�UHEXWWHG�DQG�����GD\V�SDVW�GXH�LV�XVHG�LQVWHDG���7KH�*URXS�FRQVLGHUV�WUHDVXU\�DQG�LQWHUEDQN�EDODQFHV�GHIDXOWHG�DQG�WDNHV�LPPHGLDWH�DFWLRQ�ZKHQ�WKH

UHTXLUHG�LQWUD�GD\�SD\PHQWV�DUH�QRW�VHWWOHG�E\�WKH�FORVH�RI�EXVLQHVV�DV�RXWOLQHG�LQ�WKH�LQGLYLGXDO�DJUHHPHQWV�

$V�D�SDUW�RI�WKH�TXDOLWDWLYH�DVVHVVPHQW�RI�ZKHWKHU�D�FXVWRPHU�LV�LQ�GHIDXOW��WKH�*URXS�DOVR�FRQVLGHUV�D�YDULHW\�RI�LQVWDQFHV�WKDW�PD\�LQGLFDWH�XQOLNHOLQHVV�WR�SD\��:KHQ�VXFK�HYHQWV�RFFXU��WKH�*URXS�FDUHIXOO\

FRQVLGHUV�ZKHWKHU�WKH�HYHQW�VKRXOG�UHVXOW�LQ�WUHDWLQJ�WKH�FXVWRPHU�DV�GHIDXOWHG�DQG�WKHUHIRUH�DVVHVVHG�DV�6WDJH���IRU�(&/�FDOFXODWLRQV�RU�ZKHWKHU�6WDJH���LV�DSSURSULDWH��6XFK�HYHQWV�LQFOXGH�

��6LJQLILFDQW�ILQDQFLDO�GLIILFXOW\�RI�WKH�LVVXHU�RU�WKH�ERUURZHU�

��$�EUHDFK�RI�FRQWUDFW��VXFK�DV�D�GHIDXOW��GHEW�VHUYLFH�GHIDXOW�RU�WHFKQLFDO�GHIDXOW��RU�SDVW�GXH�HYHQW�

��7KH�%DQN��IRU�HFRQRPLF�RU�FRQWUDFWXDO�UHDVRQV�UHODWLQJ�WR�WKH�ERUURZHU¶V�ILQDQFLDO�GLIILFXOW\��KDYLQJ�JUDQWHG�WR�WKH�ERUURZHU�D�FRQFHVVLRQ�V��WKDW�WKH�%DQN�ZRXOG�QRW�RWKHUZLVH�FRQVLGHU�

��,W�LV�EHFRPLQJ�SUREDEOH�WKDW�WKH�ERUURZHU�ZLOO�HQWHU�EDQNUXSWF\�RU�RWKHU�ILQDQFLDO�UHRUJDQLVDWLRQ�

��7KH�GLVDSSHDUDQFH�RI�DQ�DFWLYH�PDUNHW�IRU�WKDW�ILQDQFLDO�DVVHW�EHFDXVH�RI�ILQDQFLDO�GLIILFXOWLHV�

��7KH�SXUFKDVH�RU�RULJLQDWLRQ�RI�D�ILQDQFLDO�DVVHW�DW�D�GHHS�GLVFRXQW�WKDW�UHIOHFWV�WKH�LQFXUUHG�FUHGLW�ORVVHV�

��2YHUGUDIWV�ZLOO�EH�FRQVLGHUHG�DV�EHLQJ�SDVW�GXH�RQFH�WKH�FXVWRPHU�KDV�EUHDFKHG�DQ�DGYLVHG�OLPLW�RU�EHHQ�DGYLVHG�RI�D�OLPLW�VPDOOHU�WKDQ�FXUUHQW�RXWVWDQGLQJ�

��7KH�%DQN�SXWV�WKH�FUHGLW�REOLJDWLRQ�RQ�QRQ�DFFUXHG�VWDWXV�

��7KH�%DQN�FRQVHQWV�WR�D�GLVWUHVVHG�UHVWUXFWXULQJ�RI�WKH�FUHGLW�REOLJDWLRQ�ZKHUH�WKLV�LV�OLNHO\�WR�UHVXOW�LQ�D�GLPLQLVKHG�ILQDQFLDO�REOLJDWLRQ�FDXVHG�E\�WKH�PDWHULDO�IRUJLYHQHVV��RU�SRVWSRQHPHQW��RI�SULQFLSDO��LQWHUHVW

RU��ZKHUH�UHOHYDQW��IHHV�

��7KH�%DQN�KDV�ILOHG�IRU�WKH�REOLJRU¶V�EDQNUXSWF\�RU�D�VLPLODU�RUGHU�LQ�UHVSHFW�RI�WKH�REOLJRU¶V�FUHGLW�REOLJDWLRQ�WR�WKH�%DQN�

,W�LV�WKH�*URXS¶V�SROLF\�WR�FRQVLGHU�D�ILQDQFLDO�LQVWUXPHQW�DV�µFXUHG¶�DQG�WKHUHIRUH�UH�FODVVLILHG�RXW�RI�6WDJH���ZKHQ�QRQH�RI�WKH�GHIDXOW�FULWHULD�KDYH�EHHQ�SUHVHQW�IRU�DW�OHDVH����FRQVHFXWLYH�GD\V��7KH�GHFLVLRQ

ZKHWKHU�WR�FODVVLI\�DQ�DVVHW�DV�6WDJH���RU�6WDJH���RQFH�FXUHG��GHSHQGV�RQ�WKH�XSGDWHG�FUHGLW�JUDGH�DW�WKH�WLPH�RI�WKH�FXUH��DQG�ZKHWKHU�WKLV�LQGLFDWHV�WKHUH�KDV�EHHQ�D�VLJQLILFDQW�UHGXFWLRQ�LQ�FUHGLW�ULVN�

7KH�IROORZLQJ�SUREDWLRQDU\�SHULRG�LV�DSSOLHG�LQ�WUDQVIHUULQJ�ILQDQFLDO�DVVHW�EDFN�WR�D�ORZHU�VWDJH�IROORZLQJ�D�VLJQLILFDQW�UHGXFWLRQ�LQ�FUHGLW�ULVN�

��:KHQ�WKHUH�LV�HYLGHQFH�RI�D�VLJQLILFDQW�UHGXFWLRQ�LQ�FUHGLW�ULVN�IRU�D�ILQDQFLDO�LQVWUXPHQW�LQ�VWDJH����D�SUREDWLRQDU\�SHULRG�RI����GD\V�ZLOO�EH�DSSOLHG�WR�FRQILUP�LI�WKH�ULVN�RI�GHIDXOW�RQ�VXFK�ILQDQFLDO�LQVWUXPHQW�KDV

GHFUHDVHG�VXIILFLHQWO\�EHIRUH�XSJUDGLQJ�VXFK�H[SRVXUH�WR�VWDJH���

��:KHQ�WKHUH�LV�HYLGHQFH�WKDW�D�ILQDQFLDO�DVVHW�LQ�VWDJH����RWKHU�WKDQ�RULJLQDWHG�RU�SXUFKDVHG�FUHGLW�LPSDLUHG�ILQDQFLDO�DVVHW��LV�QR�ORQJHU�FUHGLW�LPSDLUHG�DQG�DOVR�WKDW�WKHUH�LV�D�VLJQLILFDQW�UHGXFWLRQ�LQ�FUHGLW�ULVN�IRU

D�ILQDQFLDO�LQVWUXPHQW�LQ�VWDJH����D�SUREDWLRQDU\�SHULRG�RI����GD\V�ZLOO�EH�DSSOLHG�WR�FRQILUP�LI�WKH�ULVN�RI�GHIDXOW�RQ�VXFK�ILQDQFLDO�LQVWUXPHQW�KDV�GHFUHDVHG�VXIILFLHQWO\�EHIRUH�XSJUDGLQJ�VXFK�H[SRVXUH�WR�VWDJH���

��:KHQ�WKHUH�LV�HYLGHQFH�WKDW�D�ILQDQFLDO�DVVHW�LQ�VWDJH����RWKHU�WKDQ�RULJLQDWHG�RU�SXUFKDVHG�FUHGLW�LPSDLUHG�ILQDQFLDO�DVVHW��LV�QR�ORQJHU�FUHGLW�LPSDLUHG�DQG�DOVR�WKDW�WKHUH�LV�D�VLJQLILFDQW�UHGXFWLRQ�LQ�FUHGLW�ULVN�IRU

D�ILQDQFLDO�LQVWUXPHQW�LQ�VWDJH����D�SUREDWLRQDU\�SHULRG�RI�����GD\V�ZLOO�EH�DSSOLHG�WR�FRQILUP�LI�WKH�ULVN�RI�GHIDXOW�RQ�VXFK�ILQDQFLDO�LQVWUXPHQW�KDV�GHFUHDVHG�VXIILFLHQWO\�EHIRUH�XSJUDGLQJ�VXFK�H[SRVXUH�WR�VWDJH���
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,QWHUQDO�ULVN�UDWLQJ�JUDGH
([WHUQDO�UDWLQJ

HTXLYDOHQW
5HPDUNV

55��� $$$�72�$$� 6XSHULRU

55��� $��72�$� 6WURQJ

55��� %%%��72�%%� *RRG

55��� %%��72�%%� 6DWLVIDFWRU\

55��� %��72�%� +LJK�5LVN

55��� &&&��72�&&& :DWFK�/LVW

55��� &&��72�& 6XEVWDQGDUG

55��� ' 'RXEWIXO

55��� ' /RVW

7KH�%DQN¶V�LQWHUQDO�UDWLQJ�DQG�3'�HVWLPDWLRQ�SURFHVV

7KH�*URXS�UXQV�VHSDUDWH�PRGHOV�IRU�LWV�NH\�SRUWIROLRV�LQ�ZKLFK�LWV�FXVWRPHUV�DUH�UDWHG�IURP�55���WR�55���XVLQJ�LQWHUQDO�JUDGHV��7KH�PRGHOV�LQFRUSRUDWH�ERWK�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�LQIRUPDWLRQ�DQG��LQ

DGGLWLRQ�WR�LQIRUPDWLRQ�VSHFLILF�WR�WKH�ERUURZHU�XWLOLVH�VXSSOHPHQWDU\�H[WHUQDO�LQIRUPDWLRQ�WKDW�FRXOG�DIIHFW�WKH�ERUURZHU¶V�EHKDYLRXU��7KHVH�LQIRUPDWLRQ�VRXUFHV�DUH�ILUVW�XVHG�WR�GHWHUPLQH�WKH�UDWLQJV�ZLWKLQ�WKH

%DQN¶V�ULVN�PDQDJHPHQW�IUDPHZRUN��7KH�LQWHUQDO�FUHGLW�JUDGHV�DUH�DVVLJQHG�EDVHG�RQ�WKHVH�DVVHVVPHQWV�

3'V�DUH�DOVR�PHDVXUHV�EDVHG�RQ�WKH�KLVWRULFDO�GHIDXOW�GDWD�RI�WKH�%DQN�DUH�WKHQ�DGMXVWHG�IRU�,)56���(&/�FDOFXODWLRQV�E\�LQFRUSRUDWLQJ�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ��7KLV�LV�IXUWKHU�DVVHVVHG�EDVHG�RQ�WKUHH�HFRQRPLF

VFHQDULRV��%DVH��8SWXUQ�DQG�'RZQWXUQ��ZLWK�DSSURSULDWH��SUREDELW\�ZHLJKWV�DVVLJQHG�WR�GHULYH�WKH�SUREDLOLW\�ZHLJKWHG�(&/V�

7UHDVXU\��WUDGLQJ�DQG�LQWHUEDQN�UHODWLRQVKLSV

7KH�*URXS¶V�WUHDVXU\��WUDGLQJ�DQG�LQWHUEDQN�UHODWLRQVKLSV�DQG�FRXQWHUSDUWLHV�FRPSULVH�ILQDQFLDO�VHUYLFHV�LQVWLWXWLRQV��EDQNV��EURNHU�GHDOHUV��H[FKDQJHV�DQG�FOHDULQJ�KRXVHV��)RU�WKHVH�UHODWLRQVKLSV��WKH�*URXS

DQDO\VHV�DYDLODEOH�LQIRUPDWLRQ�VXFK�DV�ILQDQFLDO�LQIRUPDWLRQ�DQG�RWKHU�H[WHUQDO�GDWD�WR�FRQGXFW�FUHGLW�DVVHVVPHQWV�DQG�DVVLJQ�LQWHUQDO�UDWLQJV�

7KH�%DQN¶V�LQWHUQDO�FUHGLW�UDWLQJ�JUDGHV

&RUSRUDWH�OHQGLQJ

)RU�FRUSRUDWH�ORDQV��WKH�ERUURZHUV�DUH�DVVHVVHG�E\�VSHFLDOLVHG�FUHGLW�ULVN�HPSOR\HHV�RI�WKH�*URXS��7KH�FUHGLW�ULVN�DVVHVVPHQW�LV�EDVHG�RQ�D�FUHGLW�UDWLQJ�PRGHO�WKDW�WDNHV�LQWR�DFFRXQW�YDULRXV�KLVWRULFDO��FXUUHQW

DQG�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ�VXFK�DV�

��+LVWRULFDO�ILQDQFLDO�LQIRUPDWLRQ�WRJHWKHU�ZLWK�IRUHFDVWV�DQG�EXGJHWV�SUHSDUHG�E\�WKH�FOLHQW��7KLV�ILQDQFLDO�LQIRUPDWLRQ�LQFOXGHV�UHDOLVHG�DQG�H[SHFWHG�UHVXOWV��VROYHQF\�UDWLRV��OLTXLGLW\�UDWLRV�DQG�DQ\�RWKHU�UHOHYDQW

UDWLRV�WR�PHDVXUH�WKH�FOLHQW¶V�ILQDQFLDO�SHUIRUPDQFH��6RPH�RI�WKHVH�LQGLFDWRUV�DUH�FDSWXUHG�LQ�FRYHQDQWV�ZLWK�WKH�FOLHQWV�DQG�DUH��WKHUHIRUH��PHDVXUHG�ZLWK�JUHDWHU�DWWHQWLRQ�

��$Q\�SXEOLFO\�DYDLODEOH�LQIRUPDWLRQ�RQ�WKH�FOLHQWV�IURP�H[WHUQDO�SDUWLHV��7KLV�LQFOXGHV�H[WHUQDO�UDWLQJ�JUDGHV�LVVXHG�E\�UDWLQJ�DJHQFLHV��LQGHSHQGHQW�DQDO\VW�UHSRUWV��SXEOLFO\�WUDGHG�ERQG�

��$Q\�PDFUR�HFRQRPLF�RU��JHRSROLWLFDO�LQIRUPDWLRQ��H�J���*'3�JURZWK�IRU�WKH�VSHFLILF�LQGXVWU\�DQG�JHRJUDSKLFDO�VHJPHQWV�ZKHUH�WKH�FOLHQW�RSHUDWHV����������������������������������������������������,QGXVWU\�RU�VHFWRU�LQIRUPDWLRQ�WR

DVVHVV�WKH�FRPSHWLWLYH�SRVLWLRQ�RI�WKH�REOLJRUV�ZLWK�UHJDUGV�WR�PDUNHW�VKDUH�

��$Q\�RWKHU�REMHFWLYHO\�VXSSRUWDEOH�LQIRUPDWLRQ�RQ�WKH�TXDOLW\�DQG�DELOLWLHV�RI�WKH�FOLHQW¶V�PDQDJHPHQW�UHOHYDQW�IRU�WKH�FRPSDQ\¶V�SHUIRUPDQFH�

�7KH�FRPSOH[LW\�DQG�JUDQXODULW\�RI�WKH�UDWLQJ�WHFKQLTXHV�YDULHV�EDVHG�RQ�WKH�H[SRVXUH�RI�WKH�*URXS�DQG�WKH�FRPSOH[LW\�DQG�VL]H�RI�WKH�FXVWRPHU��6RPH�RI�WKH�OHVV�FRPSOH[�VPDOO�EXVLQHVV�ORDQV�DUH�UDWHG�ZLWKLQ�WKH

*URXS¶V�PRGHOV�IRU�UHWDLO�SURGXFWV�

5HWDLO�060(�OHQGLQJ

5HWDLO�OHQGLQJ�FRPSULVHV��DVVHW�ILQDQFH��XQVHFXUHG�SHUVRQDO�ORDQV��FUHGLW�FDUGV��DQG�RYHUGUDIWV��7KHVH�SURGXFWV��DORQJ�ZLWK�UHWDLO�PRUWJDJHV�DQG�VRPH�RI�WKH�OHVV�FRPSOH[�VPDOO�EXVLQHVV�OHQGLQJ�DUH�UDWHG�E\�DQ

DXWRPDWHG�VFRUHFDUG�WRRO����.H\�LQSXWV�LQWR�WKH�PRGHOV�DUH�

��&RQVXPHU�5HWDLO�OHQGLQJ�SURGXFWV��SHUVRQDO�LQFRPH�VDODU\�OHYHOV�EDVHG�RQ�UHFRUGV�RI�FXUUHQW�DFFRXQWV��SHUVRQDO�LQGHEWHGQHVV��GHPRJUDSKLF�LQIRUPDWLRQ�DQG�ORDQ�WR�YDOXH�UDWLRV��PRUWJDJHV��

��060(V�ILQDQFLDO���PDQDJHPHQW�DQG�LQGXVWU\�LQIRUPDWLRQ��,Q�DGGLWLWLRQ��KLVWRULFDO�DFFRXQW�SHUIRUPDQFH�LV�HYDOXDWHG�
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([SRVXUH�DW�GHIDXOW

7KH�H[SRVXUH�DW�GHIDXOW��($'��UHSUHVHQWV�WKH�JURVV�FDUU\LQJ�DPRXQW�RI�WKH�ILQDQFLDO�LQVWUXPHQWV�VXEMHFW�WR�WKH�LPSDLUPHQW�FDOFXODWLRQ��DGGUHVVLQJ�ERWK�WKH�FOLHQW¶V�DELOLW\�WR�LQFUHDVH�LWV�H[SRVXUH�ZKLOH�DSSURDFKLQJ

GHIDXOW�DQG�SRWHQWLDO�HDUO\�UHSD\PHQWV�WRR�

7R�FDOFXODWH�WKH�($'�IRU�D�6WDJH���ORDQ��WKH�*URXS�DVVHVVHV�WKH�SRVVLEOH�GHIDXOW�HYHQWV�ZLWKLQ����PRQWKV�IRU�WKH�FDOFXODWLRQ�RI�WKH���P�(&/��+RZHYHU��LI�D�6WDJH���ORDQ�WKDW�LV�H[SHFWHG�WR�GHIDXOW�LQ�WKH����PRQWKV

IURP�WKH�UHSRUWLQJ�GDWH�DQG�LV�DOVR�H[SHFWHG�WR�FXUH�DQG�VXEVHTXHQWO\�GHIDXOW�DJDLQ��WKHQ�DOO�OLQNHG�GHIDXOW�HYHQWV�DUH�WDNHQ�LQWR�DFFRXQW��)RU�6WDJH����6WDJH���DQG�SXUFKDVHG��RU�RULJLQDWHG�FUHGLW�LPSDLUHG��32&,�

ILQDQFLDO�DVVHWV��WKH�H[SRVXUH�DW�GHIDXOW�LV�FRQVLGHUHG�IRU�HYHQWV�RYHU�WKH�OLIHWLPH�RI�WKH�LQVWUXPHQWV�

7KH�*URXS�GHWHUPLQHV�($'V�E\�PRGHOOLQJ�WKH�UDQJH�RI�SRVVLEOH�H[SRVXUH�RXWFRPHV�DW�YDULRXV�SRLQWV�LQ�WLPH��FRUUHVSRQGLQJ�WR�PXOWLSOH�VFHQDULRV�

/RVV�JLYHQ�GHIDXOW

�/*'�LV�WKH�SRUWLRQ�RI�WKH�ORDQ�GHWHUPLQHG�WR�EH�LUUHFRYHUDEOH�DW�WKH�WLPH�RI�ORDQ�GHIDXOW��WKH�*URXS�HVWLPDWHV�WKH�JHQHUDO�/LIH�7LPH�/*'�FXUYHV�EDVHG�RQ�DQ�,QWHQVLW\�0DWUL[��ZKLFK�LV�EXLOW�RQ�WRS�RI�WKH�DFWXDO

PLJUDWLRQ�RI�H[SRVXUH�LQ�EHWZHHQ�WKH�&UHGLW�5LVN�6WDWHV��EXFNHWV���7KH�VHFXUHG�SRUWLRQ�RI�WKH�/*'�DGMXVWHG�IRU�FROODWHUDO�YDOXHV�ZKLOH�UHFRYHU\�GDWD�LV�REVHUYHG�IRU�WKH�XQVHFXUHG�SRUWLRQ�RI�WKH�/*'��7KH�PRGHOV�LQ

FDOFXODWLQJ�WKH�/*'�FRQVLGHUV�LQ�LWV�FRPSXWDWLRQ�D�ZLGHU�VHW�RI�WUDQVDFWLRQ�FKDUDFWHULVWLFV��H�J��SURGXFW�W\SH��FROODWHUDO��UHFRYHU\�FRVW��WLPH�WR�UHFRYHU\�H�W�F���

7KH�*URXS�VHJPHQWV�LWV�SURGXFWV�LQWR�VPDOOHU�KRPRJHQHRXV�SRUWIROLRV��EDVHG�RQ�NH\�FKDUDFWHULVWLFV�WKDW�DUH�UHOHYDQW�WR�WKH�HVWLPDWLRQ�RI�IXWXUH�FDVK�IORZV��7KH�DSSOLHG�GDWD�LV�EDVHG�RQ�KLVWRULFDOO\�FROOHFWHG�ORVV

GDWD�DQG�LQYROYHV�D�ZLGHU�VHW�RI�WUDQVDFWLRQ�FKDUDFWHULVWLFV��H�J���SURGXFW�W\SH��ZLGHU�UDQJH�RI�FROODWHUDO�W\SHV��DV�ZHOO�DV�ERUURZHU�FKDUDFWHULVWLFV�

)XUWKHU���UHFHQW�GDWD�DQG�IRUZDUG�ORRNLQJ�HFRQRPLF�VFHQDULRV�DUH�XVHG�LQ�RUGHU�WR�GHWHUPLQH�WKH�,)56���/*'�UDWH�IRU�HDFK�JURXS�RI�ILQDQFLDO�LQVWUXPHQWV��:KHQ�DVVHVVLQJ�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ��WKH

H[SHFWDWLRQ�LV�EDVHG�RQ�PXOWLSOH�VFHQDULRV��([DPSOHV�RI�NH\�LQSXWV�LQYROYH�FKDQJHV�LQ�FROODWHUDO�YDOXHV��LQFOXGLQJ�SURSHUW\�SULFHV�IRU�PRUWJDJHV��FRPPRGLW\�SULFHV��SD\PHQW�VWDWXV�RU�RWKHU�IDFWRUV�WKDW�DUH

LQGLFDWLYH�RI�ORVVHV�

6LJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN

7KH�*URXS�FRQWLQXRXVO\�PRQLWRUV�DOO�DVVHWV�VXEMHFW�WR�(&/V��,Q�RUGHU�WR�GHWHUPLQH�ZKHWKHU�DQ�LQVWUXPHQW�RU�D�SRUWIROLR�RI�LQVWUXPHQWV�LV�VXEMHFW�WR����PRQWKV�(&/�RU�/LIHWLPH��/7��(&/��WKH�*URXS�DVVHVVHV

ZKHWKHU�WKHUH�KDV�EHHQ�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�VLQFH�LQLWLDO�UHFRJQLWLRQ��7KH�*URXS�FRQVLGHUV�ERWK�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�IDFWRUV�LQ�DVVHVVLQJ�ZKHWKHU�FUHGLW�ULVN�KDV�LQFUHDVHG�VLJQLILFDQWO\�RQ�DQ\

H[SRVXUH��6RPH�RI�WKHVH�IDFWRUV�LQFOXGH�VLJQLILFDQW�LQFUHDVH�LQ�3'�VLQFH�LQLWLDO�UHFRJQLWLRQ��H[SHFWDWLRQ�RI�IRUEHDUDQFH�DQG�UHVWUXFWXULQJ�GXH�WR�ILQDQFLDO�GLIILFXOWLHV�

5HJDUGOHVV�RI�WKH�FKDQJH�LQ�FUHGLW�JUDGHV��LI�FRQWUDFWXDO�SD\PHQWV�DUH�PRUH�WKDQ����GD\V�SDVW�GXH��WKH�FUHGLW�ULVN�LV�GHHPHG�WR�KDYH�LQFUHDVHG�VLJQLILFDQWO\�VLQFH�LQLWLDO�UHFRJQLWLRQ�

:KHQ�HVWLPDWLQJ�(&/V�RQ�D�FROOHFWLYH�EDVLV�IRU�D�JURXS�RI�VLPLODU�DVVHWV��DV�VHW�RXW�LQ�1RWH���F���WKH�*URXS�DSSOLHV�WKH�VDPH�SULQFLSOHV�IRU�DVVHVVLQJ�ZKHWKHU�WKHUH�KDV�EHHQ�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�VLQFH

LQLWLDO�UHFRJQLWLRQ�

$QDO\VLV�RI�LQSXWV�WR�WKH�(&/�PRGHO�XQGHU�PXOWLSOH�HFRQRPLF�VFHQDULRV

$Q�RYHUYLHZ�RI�WKH�DSSURDFK�WR�HVWLPDWLQJ�(&/V�LV�VHW�RXW�LQ�1RWH�����6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�DQG�LQ�1RWH�����6LJQLILFDQW�DFFRXQWLQJ�MXGJHPHQWV��HVWLPDWHV�DQG�DVVXPSWLRQV��7R�HQVXUH

FRPSOHWHQHVV�DQG�DFFXUDF\��WKH�*URXS�REWDLQV�WKH�GDWD�XVHG�IURP�WKLUG�SDUW\�VRXUFHV��&HQWUDO�%DQN�RI�1LJHULD��1LJHULD�%XUHDX�RI�6WDWLVWLFV��%0,�5HVHDUFK��7UDGLQJ�(FRQRPLFV�HWF���DQG�D�WHDP�RI�H[SHUW�ZLWKLQ�LWV

(QWHUSULVH�5LVN�0DQDJHPHQW�'HSDUWPHQW�YHULILHV�WKH�DFFXUDF\�RI�LQSXWV�WR�WKH�*URXS¶�(&/�PRGHOV�LQFOXGLQJ�GHWHUPLQLQJ�WKH�ZHLJKWV�DWWULEXWDEOH�WR�WKH�PXOWLSOH�VFHQDULRV��7KH�IROORZLQJ�WDEOHV�VHW�RXW�WKH�NH\

GULYHUV�RI�H[SHFWHG�ORVV�DQG�WKH�DVVXPSWLRQV�XVHG�IRU�WKH�*URXS¶V�EDVH�FDVH�HVWLPDWH��(&/V�EDVHG�RQ�WKH�EDVH�FDVH��SOXV�WKH�HIIHFW�RI�WKH�XVH�RI�PXOWLSOH�HFRQRPLF�VFHQDULRV�DV�DW����'HFHPEHU������DQG������

7KH�WDEOHV�VKRZ�WKH�YDOXHV�RI�WKH�NH\�IRUZDUG�ORRNLQJ�HFRQRPLF�YDULDEOHV�DVVXPSWLRQV�XVHG�LQ�HDFK�RI�WKH�HFRQRPLF�VFHQDULRV�IRU�WKH�(&/�FDOFXODWLRQV��7KH�ILJXUHV�IRU�³6XEVHTXHQW�\HDUV´�UHSUHVHQW�D�ORQJ�WHUP

DYHUDJH�DQG�VR�DUH�WKH�VDPH�IRU�HDFK�VFHQDULR�

ϭϱϲ
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7KH�*URXS�DQG�%DQN

���'HFHPEHU�����

.H\�GULYHUV (&/�6FHQDULR
$VVLJQHG

SUREDELOLWLHV
���� ���� ���� ���� ���� 6XEVHTHXQW�\HDUV

�

*'3�JURZWK�UDWH� 8SVLGH ��� ����� ����� ����� ����� ����� �����

%DVH�&DVH ��� ����� ����� ����� ����� ����� �����

'RZQVLGH ��� ����� ����� ����� ����� ����� �����

([FKDQJH�UDWH
8SVLGH ��� ������ ������ ������ ������ ������ ������

%DVH�&DVH ��� ������ ������ ������ ������ ������ ������

'RZQVLGH ��� ������ ������ ������ ������ ������ ������

,QIODWLRQ�UDWH�� 8SVLGH ��� ������ ������ ����� ����� ����� �����

%DVH�&DVH ��� ������ ������ ����� ����� ����� �����

'RZQVLGH ��� ������ ������ ����� ����� ����� �����

$QDO\VLV�RI�LQSXWV�WR�WKH�(&/�PRGHO�XQGHU�PXOWLSOH�HFRQRPLF�VFHQDULRV���FRQWLQXHG

��-DQXDU\�����

.H\�GULYHUV (&/�6FHQDULR
$VVLJQHG

SUREDELOLWLHV
���� ���� ���� ���� ���� 6XEVHTHXQW�\HDUV

�

*'3�JURZWK�UDWH� 8SVLGH ��� ����� ����� ����� ����� ����� �����

%DVH�&DVH ��� ����� ����� ����� ����� ����� �����

'RZQVLGH ��� ����� ����� ����� ����� ����� �����

([FKDQJH�UDWH
8SVLGH ��� ������ ������ ������ ������ ������ ������

%DVH�&DVH ��� ������ ������ ������ ������ ������ ������

'RZQVLGH ��� ������ ������ ������ ������ ������ ������

,QIODWLRQ�UDWH�� 8SVLGH ��� ����� ������ ����� ����� ����� �����

%DVH�&DVH ��� ������ ������ ����� ����� ����� �����

'RZQVLGH ��� ������ ������ ����� ����� ����� �����

ϭϱϳ
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7KH�IROORZLQJ�WDEOHV�RXWOLQH�WKH�LPSDFW�RI�PXOWLSOH�VFHQDULRV�RQ�WKH�DOORZDQFH�

���'HFHPEHU�����
'HEW�LQVWUXPHQWV

DW�)92&,

'HEW

LQVWUXPHQWV�DW

DPRUWLVHG�FRVW

&RUSRUDWH

OHQGLQJ

,QGLYLGXDO�5HWDLO

OHQGLQJ
)LQDQFLDO�JXDUDQWHH /HWWHU�RI�FUHGLW

,Q�0,//,216
8SVLGH������ ��������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
%DVH������ ��������������������������� ������������������������� ���������������� ������������������������������� ������������������������������������������ ��������������������������������
'RZQVLGH������� ��������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
7RWDO ��������������������������� ������������������������� ����������������� ������������������������������ ������������������������������������������� ��������������������������������

��-DQXDU\�����
'HEW�LQVWUXPHQWV

DW�)92&,

'HEW

LQVWUXPHQWV�DW

DPRUWLVHG�FRVW

&RUSRUDWH

OHQGLQJ

,QGLYLGXDO�5HWDLO

OHQGLQJ
)LQDQFLDO�JXDUDQWHH /HWWHU�RI�FUHGLW

,Q�WKRXVDQGV
8SLGH������ �������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
%DVH������ ��������������������������� ������������������������� ���������������� ����������������������������� ������������������������������������������ ��������������������������������
'RZQVLGH������� ��������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
7RWDO ��������������������������� ������������������������� ����������������� ������������������������������ ������������������������������������������ ��������������������������������

���'HFHPEHU�����
'HEW�LQVWUXPHQWV

DW�)92&,

'HEW

LQVWUXPHQWV�DW

DPRUWLVHG�FRVW

&RUSRUDWH

OHQGLQJ

,QGLYLGXDO�5HWDLO

OHQGLQJ
)LQDQFLDO�JXDUDQWHH /HWWHU�RI�FUHGLW

,Q�WKRXVDQGV
8SLGH������ ��������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
%DVH������ ��������������������������� ������������������������� ���������������� ������������������������������� ������������������������������������������ ��������������������������������
'RZQVLGH������� ��������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
7RWDO ��������������������������� ������������������������� ����������������� ������������������������������ ������������������������������������������� ��������������������������������

��-DQXDU\�����
'HEW�LQVWUXPHQWV

DW�)92&,

'HEW

LQVWUXPHQWV�DW

DPRUWLVHG�FRVW

&RUSRUDWH

OHQGLQJ

,QGLYLGXDO�5HWDLO

OHQGLQJ
)LQDQFLDO�JXDUDQWHH /HWWHU�RI�FUHGLW

,Q�WKRXVDQGV
8SLGH������ �������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
%DVH������ ��������������������������� ������������������������� ���������������� ����������������������������� ������������������������������������������ ��������������������������������
'RZQVLGH������� ��������������������������� ������������������������� ����������������� ������������������������������� ������������������������������������������ ��������������������������������
7RWDO ��������������������������� ������������������������� ����������������� ������������������������������ ������������������������������������������ ��������������������������������

$W�WKH�EHJLQQLQJ�RI�HDFK�\HDU��WKH�NH\�HFRQRPLF�LQGLFDWRUV�XVHG�LQ�(&/�PRGHOV�IRU�WKH�*URXS�DUH�DOZD\V�UHDVVHVVHG�WR�UHIOHFW�FXUUHQW�DQG�DFFXUDWH�GDWD�

*URXS

2YHUYLHZ�RI�PRGLILHG�ILQDQFLDO�DVVHWV

)URP�D�ULVN�PDQDJHPHQW�SRLQW�RI�YLHZ��RQFH�DQ�DVVHW�LV�IRUERUQH�RU�PRGLILHG��WKH�*URXS¶V�FUHGLW�UHFRYHU\�GHSDUWPHQW�IRU�GLVWUHVVHG�DVVHWV�FRQWLQXHV�WR�PRQLWRU�WKH�H[SRVXUH�XQWLO�LW�LV�FRPSOHWHO\�DQG�XOWLPDWHO\

GHUHFRJQLVHG�

7KH�WDEOH�EHORZ�LQFOXGHV�6WDJH���DQG���DVVHWV�WKDW�ZHUH�PRGLILHG�DQG��WKHUHIRUH��WUHDWHG�DV�IRUERUQH�GXULQJ�WKH�SHULRG��ZLWK�WKH�UHODWHG�PRGLILFDWLRQ�JDLQ�HDUQHG�E\�WKH�%DQN�

%DQN
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����
$PRUWLVHG�FRVWV�RI� QDQFLDO�DVVHWV�PRGL HG�GXULQJ�WKH�SHULRG ����������������������������������
1HW�PRGLILFDWLRQ�ORVV ��������������������������������������
$PRUWLVHG�FRVW�DIWHU�PRGLILFDWLRQ ����������������������������������

����
$PRUWLVHG�FRVWV�RI� QDQFLDO�DVVHWV�PRGL HG�GXULQJ�WKH�SHULRG ����������������������������������
1HW�PRGLILFDWLRQ�ORVV ��������������������������������������
$PRUWLVHG�FRVW�DIWHU�PRGLILFDWLRQ ����������������������������������

7KH�WDEOH�EHORZ�VKRZV�WKH�JURVV�FDUU\LQJ�DPRXQW�RI�SUHYLRXVO\�PRGLILHG�ILQDQFLDO�DVVHWV�IRU�ZKLFK�ORVV�DOORZDQFH�KDV�FKDQJHG�WR���P�(&/�PHDVXUHPHQW�GXULQJ�WKH�SHULRG�

���'HFHPEHU�����

,Q�PLOOLRQV�RI�1DLUD
*URVV�FDUU\LQJ

DPRXQW
&RUUHSRQGLQJ�(&/

*URVV�FDUU\LQJ

DPRXQW
&RUUHSRQGLQJ�(&/

)DFLOLWLHV�WKDW�KDYH�FXUHG�VLQFH�PRGLILFDWLRQ�DQG�DUH�QRZ�PHDVXUHG�XVLQJ����PRQWKV�(&/V��6WDJH��� �������������������������������� ����������������������������������������� ������������������������������� ��������������������������������������

)DFLOLWLHV�WKDW�UHYHUWHG�WR��6WDJH������/7�(&/V�KDYLQJ�RQFH�FXUHG ����������������������������������� �������������������������������������������� ���������������������������������� ��������������������������������������

3RVW�PRGLILFDWLRQ 3UH�PRGLILFDWLRQ

%DQN

*URXS
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

(QWHUSULVH�ULVN�UHYLHZ���FRQWLQXHG

$JH�DQDO\VLV�IRU�ILQDQFLDO�DVVHWV�WKDW�DUH�SDVW�GXH�EXW�QRW�LPSDLUHG�

*URXS %DQN
,Q�PLOOLRQV�RI�1DLUD ���� ����

3DVW�GXH�GD\V

�������GD\V ��� ���
��������GD\V �� ��
$ERYH����GD\V ������ ������

������ ������

;ĞͿ /LTXLGLW\�ULVN

�

�

/LTXLGLW\�ULVN�DQG�)XQGLQJ�0DQDJHPHQW��7KH�*URXS�LV�H[SRVHG�WR�WZR�W\SHV�RI�OLTXLGLW\�ULVN�

0DUNHW�7UDGLQJ /LTXLGLW\ 5LVN��7KLV LV WKH ULVN RI LQDELOLW\ WR FRQGXFW WUDQVDFWLRQ DW FXUUHQW PDUNHW SULFH EHFDXVH

RI WKH VL]H RI WKH WUDQVDFWLRQ� WKLV W\SH RI OLTXLGLW\ ULVN FRPHV WR SOD\ ZKHQ FHUWDLQ DVVHWV FDQQRW EH OLTXLGDWHG DW

VKRUW�QRWLFH�GXH�WR�PDUNHW�LOOLTXLGLW\�

0RQLWRULQJ�EDODQFH�VKHHWV�OLTXLGLW\�UDWLRV�DJDLQVW�LQWHUQDO�DQG�UHJXODWRU\�UHTXLUHPHQWV��LQ�FRQMXQFWLRQ�ZLWK

)LQDQFLDO�DQG�5HJXODWRU\�5HSRUWLQJ�'HSDUWPHQW��

'D\�WR�GD\ IXQGLQJ� PDQDJHG E\ PRQLWRULQJ IXWXUH FDVK IORZV WR HQVXUH WKDW UHTXLUHPHQWV FDQ EH PHW� 7KLV

LQFOXGHV UHSOHQLVKPHQW RI IXQGV DV WKH\ PDWXUH RU DUH ERUURZHG E\ FXVWRPHUV� 7KH *URXS PDLQWDLQV DQ DFWLYH

SUHVHQFH�LQ�PRQH\�PDUNHWV�WR�HQDEOH�WKLV�WR�KDSSHQ�

0DLQWDLQLQJ�D�SRUWIROLR�RI�KLJKO\�PDUNHWDEOH�DVVHWV�WKDW�FDQ�HDVLO\�EH�OLTXLGDWHG�DV�SURWHFWLRQ�DJDLQVW�DQ\

XQIRUHVHHQ�LQWHUUXSWLRQ�WR�FDVK�IORZ�

)XQGLQJ /LTXLGLW\ 5LVN UHODWHV WR WKH *URXS¶V DELOLW\ WR UDLVH WKH QHFHVVDU\ FDVK WR UROO RYHU LWV GHEW� WR PHHW WKH

FDVK� PDUJLQ� DQG FROODWHUDO UHTXLUHPHQWV RI FRXQWHUSDUWLHV� DQG WR VDWLVI\ FDSLWDO ZLWKGUDZDOV� )XQGLQJ OLTXLGLW\

ULVN LV PDQDJHG WKURXJK KROGLQJ FDVK DQG FDVK HTXLYDOHQWV� VHWWLQJ FUHGLW OLQHV LQ SODFH� DQG PRQLWRULQJ EX\LQJ

SRZHU� �%X\LQJ SRZHU UHIHUV WR WKH DPRXQW D WUDGLQJ FRXQWHUSDUW\ FDQ ERUURZ DJDLQVW DVVHWV XQGHU VWUHVVHG

PDUNHW�FRQGLWLRQV��

7KH�$VVHW�	�/LDELOLW\�&RPPLWWHH��$/&2��LV�UHVSRQVLEOH�IRU�PDQDJLQJ�WKH�OLTXLGLW\�RI�WKH�*URXS��WKLV�IXQFWLRQ�LV

GHOHJDWHG�WR�WKH�$VVHW�	�/LDELOLW\�0DQDJHPHQW��$/0��'HSDUWPHQW�WKDW�PDQDJH�WKH�GD\�WR�GD\�OLTXLGLW\

UHTXLUHPHQWV�RI�WKH�*URXS��DQG�DOVR�DFW�DV�VHFUHWDULDW�WR�$/&2��/LTXLGLW\�ULVN�LV�DVVHVVHG�E\�FRPSDULQJ�WKH

H[SHFWHG�RXWIORZV�ZLWK�H[SHFWHG�LQIORZV��DQG�OLTXLGLW\�ULVN�DULVHV�ZKHQ�WKHUH�LV�D�PLVPDWFK�DULVLQJ�EHWZHHQ�WKH

LQIORZ�DQG�RXWIORZ��DOVR�ZKHQ�WKHUH�LV�XQH[SHFWHG�GHOD\�LQ�UHSD\PHQW�RI�ORDQV�WHUP�OLTXLGLW\�ULVN��RU

XQH[SHFWHGO\�KLJK�SD\PHQW�RXWIORZ�ZLWKGUDZDO�FDOO�ULVN��

,Q OLQH ZLWK WKH /LTXLGLW\ 5LVN 0DQDJHPHQW )UDPHZRUN� WKH OLTXLGLW\ SRVLWLRQ LV DVVHVVHG DQG PDQDJHG XQGHU D

YDULHW\ RI VFHQDULRV� JLYLQJ GXH FRQVLGHUDWLRQ WR VWUHVV IDFWRUV UHODWLQJ WR ERWK WKH PDUNHW LQ JHQHUDO DQG

VSHFLILFDOO\ WR WKH *URXS� 7KH PRVW LPSRUWDQW RI WKHVH LV WR PDLQWDLQ OLPLWV RQ WKH UDWLR RI QHW OLTXLG DVVHWV WR

FXVWRPHU OLDELOLWLHV� WR UHIOHFW PDUNHW FRQGLWLRQV� 1HW OLTXLG DVVHWV FRQVLVW RI FDVK� VKRUW±WHUP EDQN SODFHPHQWV

DQG OLTXLG GHEW VHFXULWLHV DYDLODEOH IRU LPPHGLDWH VDOH� OHVV GHSRVLW IRU EDQNV DQG RWKHU LVVXHG VHFXULWLHV DQG

ERUURZLQJV�GXH�WR�PDWXUH�ZLWKLQ�WKH�QH[W�PRQWK�

3UHVHQWHG�EHORZ�LV�WKH�SURFHVV�XVHG�LQ�PDQDJLQJ�OLTXLGLW\�

ϭϲϬ
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

/LTXLGLW\�ULVN���FRQWLQXHG

;ĞͿ /LTXLGLW\�5LVN�0HDVXUHPHQW�7HFKQLTXHV

$V�DW���

'HFHPEHU�����

$V�DW���

'HFHPEHU

����

$W�HQG�RI�\HDU ������ ������

$YHUDJH�IRU�WKH�\HDU ������ ������

0D[LPXP�IRU�WKH�\HDU ������ ������

0LQLPXP�IRU�WKH�\HDU ������ ������

ϭ

�

/LTXLGLW\ &RYHUDJH 5DWLR �/&5� � 7KH /&5 DLPV WR HQVXUH WKDW WKH *URXS KDV VXIILFLHQW XQHQFXPEHUHG

KLJK�TXDOLW\ OLTXLG DVVHWV �µ+4/$¶� WR ZLWKVWDQG D VWUHVVHG ���GD\ IXQGLQJ VFHQDULR� +4/$ FRQVLVW RI

FDVK RU DVVHWV WKDW FDQ HDVLO\ EH FRQYHUWHG LQWR FDVK DW OLWWOH RU QR ORVV RI YDOXH WR FRYHU DQ\ QHW

RXWIORZ��7KH�PLQLPXP�UHTXLUHPHQW�LV������

2Q D %XVLQHVV�$V�8VXDO �%$8� EDVLV� WKH *URXS¶V /&5 DV DW ��VW 'HFHPEHU ���� ZDV ����� 7KH /&5

LQGLFDWHV�WKDW�WKH�*URXS�KDV�DGHTXDWH�OLTXLGLW\�WR�VXSSRUW�LWV�FXUUHQW�OHYHO�RI�JURZWK�

/LTXLGLW\�5LVN�0DQDJHPHQW�*RYHUQDQFH

1HW 6WDEOH )XQGLQJ 5DWLR �16)5� ± 7KH 1HW 6WDEOH )XQGLQJ 5DWLR �16)5� LV D ORQJHU�WHUP VWUXFWXUDO

UDWLR GHVLJQHG WR UHGXFH IXQGLQJ ULVN RYHU D ORQJHU WLPH KRUL]RQ E\ UHTXLULQJ EDQNV WR IXQG WKHLU

DFWLYLWLHV ZLWK VXIILFLHQWO\ VWDEOH VRXUFHV RI IXQGLQJ LQ RUGHU WR PLWLJDWH WKH ULVN RI IXWXUH IXQGLQJ

VWUHVV�

,W�PHDVXUHV�WKH�DPRXQW�RI�DYDLODEOH�VWDEOH�IXQGLQJ�UHODWLYH�WR�WKH�UHTXLUHG�VWDEOH�IXQGLQJ��7KLV�UDWLR

VKRXOG�EH�HTXDO�WR�DW�OHDVW������RQ�DQ�RQJRLQJ�EDVLV��,W�LV�GHVLJQHG�WR�FRPSOHPHQW�WKH�/&5�

7KH�*URXS¶V�16)5�RI���������DV�DW����'HFHPEHU�������ZDV�ZHOO�DERYH�WKH�%DVHO�UHTXLUHPHQW�RI�����

DQG�LQWHUQDO�ULVN�WROHUDQFH�OHYHO�

/LTXLGLW\ SRVLWLRQV DUH PHDVXUHG E\ FDOFXODWLQJ WKH QHW OLTXLGLW\ JDS DQG E\ FRPSDULQJ VHOHFWHG UDWLRV

ZLWK�WDUJHWV�DV�VSHFLILHG�LQ�WKH�OLTXLGLW\�ULVN�PDQDJHPHQW�SROLF\

7KH NH\ PHDVXUH XVHG E\ WKH *URXS IRU PDQDJLQJ OLTXLGLW\ ULVN LV WKH UDWLR RI QHW OLTXLG DVVHWV WR

GHSRVLWV IURP FXVWRPHUV� )RU WKLV SXUSRVH� QHW OLTXLG DVVHWV DUH FRQVLGHUHG DV LQFOXGLQJ FDVK DQG FDVK

HTXLYDOHQWV DQG *RYHUQPHQW %RQGV IRU ZKLFK WKHUH LV DQ DFWLYH DQG OLTXLG PDUNHW OHVV DQ\ GHSRVLWV

IURP EDQNV� GHEW VHFXULWLHV LVVXHG� RWKHU ERUURZLQJV DQG FRPPLWPHQW� $ VLPLODU FDOFXODWLRQ LV XVHG WR

PHDVXUH�WKH�*URXS¶V�FRPSOLDQFH�ZLWK�WKH�OLTXLGLW\�OLPLW�HVWDEOLVKHG�E\�WKH�&%1�

,Q�DGGLWLRQ�WR�WKH�DERYH��WKH�*URXS�DOVR�DSSOLHV�WKH�IROORZLQJ�PHWULFV�LQ�PHDVXULQJ�OLTXLGLW\�ULVN�DQG

HQVXULQJ�WKDW�GD\�WR�GD\�IXQGLQJ�UHTXLUHPHQWV�DUH�PHW�

7KH�IROORZLQJ�WDEOH�UHIOHFWV�WKH�*URXS¶V�UHJXODWRU\�OLTXLGLW\�UDWLR�IRU�WKH�\HDUV�LQGLFDWHG�

ϭϲϭ
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�

�

$V�DW���

'HFHPEHU

����

$V�DW���

'HFHPEHU

����

������ ������

����� �����

/RDQ��'HSRVLW�5DWLR ������ ������

������ ������

�

7KH�$/&2�LQWHJUDWHV�WKH�UHVXOWV�RI�WKH�VWUHVV�WHVWLQJ�SURFHVV�LQWR�WKH�*URXS¶V�VWUDWHJLF�SODQQLQJ

SURFHVV��H�J��0DQDJHPHQW�FRXOG�DGMXVW�LWV�DVVHW�OLDELOLW\�FRPSRVLWLRQ��DQG�WKH�ILUP
V�GD\�WR�GD\�ULVN

PDQDJHPHQW�SUDFWLFHV��H�J��WKURXJK�PRQLWRULQJ�VHQVLWLYH�FDVK�IORZV�RU�UHGXFLQJ�FRQFHQWUDWLRQ�OLPLWV��

1HW�,QWHUEDQN�%RUURZLQJ���7RWDO�'HSRVLW

/LTXLGLW\�5DWLR

6WUHVV�7HVWLQJ��,Q�DGGLWLRQ��VWUHVV�WHVWLQJ�DQG�VFHQDULR�DQDO\VLV�DUH�XVHG�WR�DVVHVV�WKH�ILQDQFLDO�DQG

PDQDJHPHQW�FDSDELOLWLHV�RI�WKH�*URXS�WR�FRQWLQXH�RSHUDWLQJ�HIIHFWLYHO\�XQGHU�H[WUHPH�EXW�VWLOO�YLDEOH

WUDGLQJ�FRQGLWLRQV��$�OLTXLGLW\�VWUHVV�WHVW�LV�FRQGXFWHG��DW�OHDVW�PRQWKO\��UHYLHZLQJ�WKH�LPSDFW�RI�DQ

DFFHOHUDWHG�UXQ�RII�IURP�IXQGLQJ�VRXUFHV�DQG�FKDQJHV�LQ�QRUPDO�EXVLQHVV�VLWXDWLRQ�

7R�HQVXUH�WKDW�OLTXLGLW\�ULVN�LV�FRQWUROOHG�ZLWKLQ�WKH�*URXS��OLPLWV�DQG�WULJJHUV�DUH�VHW��7KHVH�OLPLWV�VHUYH

WR�FRQWURO�WKH�RYHUDOO�H[WHQW�DQG�FRPSRVLWLRQ�RI�OLTXLGLW\�ULVN�WDNHQ�E\�PDQDJLQJ�H[SRVXUH�WR�SDUWLFXODU

VRXUFHV�RI�OLDELOLWLHV��DVVHW�OLDELOLW\�PLVPDWFKHV�DQG�FRXQWHUSDUW\�FRQFHQWUDWLRQV�

7KHVH�OLPLWV�LQFOXGH�OLTXLGLW\�UDWLR�OLPLWV��/RDQ�'HSRVLW��/LTXLG�$VVHWV�&XVWRPHU�/LDELOLWLHV��0HGLXP

7HUP�)XQGLQJ�5DWLR��&RUH�)XQGLQJ�5DWLR�HWF����0DWXULW\�0LVPDWFK�OLPLWV��&XPXODWLYH�2XWIORZ�OLPLW�DV

ZHOO�DV�&RQFHQWUDWLRQ�OLPLWV��)XUWKHUPRUH��GLYHUVLILFDWLRQ�RI�WKH�*URXS
V�IXQGLQJ�SURILOH�LQ�WHUPV�RI

LQYHVWRU�W\SHV��UHJLRQV��SURGXFWV�DQG�LQVWUXPHQWV�LV�DOVR�DQ�LPSRUWDQW�HOHPHQW�RI�FRQWUROOLQJ�OLTXLGLW\

ULVN�

&XUUHQW�DQG�6DYLQJV�$FFRXQW�7RWDO�'HSRVLW

3OHDVH�ILQG�EHORZ�NH\�OLTXLGLW\�ULVN�PHWULFV�DV�DW���VW�'HFHPEHU�����

/LTXLGLW\�*DS��/LTXLGLW\�*DS�GHVFULEH�D�GLVFUHSDQF\�RU�PLVPDWFK�LQ�WKH�VXSSO\�RU�GHPDQG�IRU�FDVK

LQIORZV�DQG�RXWIORZV��7KH�$/0�7HDP�XVH�PDWXULW\�JDS�DQDO\VLV�WR�FRPSDUH�FDVK�LQIORZV�DQG�RXWIORZV

GDLO\�DQG�RYHU�D�VHULHV�RI�WLPH�EDQGV��7KH�OLTXLGLW\�JDS�UHSRUWV�DUH�SUHSDUHG�XVLQJ�WKH�SURMHFWLRQ

ZRUNVKHHWV�FUHDWHG�IRU�GLIIHUHQW�VFHQDULRV�DQG�VWUHVV�OHYHOV��)RU�HDFK�VFHQDULR��WKH�DVVXPSWLRQV�XVHG

ZHUH�DSSURYHG�E\�WKH�$/&2��)RU�OLTXLGLW\�LQ�WKH�QRUPDO�RU�RUGLQDU\�FRXUVH�RI�EXVLQHVV��WKH�PLQLPXP

OHYHOV�RI�SURMHFWHG�OLTXLGLW\�VKDOO�EH�PDLQWDLQHG��)RU�OLTXLGLW\�LQ�DOO�RWKHU�VFHQDULRV�DQG�VWUHVV�OHYHOV��WKH

$/&2�HVWDEOLVKHV�PLQLPXP�JXLGDQFH�OHYHOV�

/LTXLGLW\�5DWLRV��/LTXLGLW\�UDWLRV�GHVFULEH�WKH�VWUXFWXUH�DQG�VKDSH�RI�WKH�EDODQFH�VKHHW�LQ�EXVLQHVV�DV�

XVXDO�FRQGLWLRQV�DQG�DOORZ�WKH�$/&2�WR�PRQLWRU�FKDQJHV�LQ�VWUXFWXUDO�OLTXLGLW\��7KH�*URXS�HVWDEOLVKHV

YDULRXV�OLTXLGLW\�UDWLRV�WR�LQGLFDWH�WKH�EXVLQHVV¶V�DELOLW\�WR�PHHW�VKRUW�WHUP�REOLJDWLRQV�ZLWK�OLTXLG

DVVHWV��LGHQWLI\�DQ\�PLVPDWFKHV�EHWZHHQ�ORQJ�WHUP�IXQGLQJ�VRXUFHV�DQG�XVHV�DQG�UHYLHZ�WKH�DELOLW\�RI

WKH�EDQNLQJ�EXVLQHVV�WR�IXQG�ORDQV�WKURXJK�FXVWRPHU�GHSRVLWV�

7KH�$/&2�VHWV�WKH�LQWHUQDO�OLTXLGLW\�UDWLRV�WDUJHWV�DLPHG�DW�HQVXULQJ�WKDW�WKH�*URXS�PHHWV�LWV�OLTXLGLW\

QHHGV�XQGHU�JRLQJ�FRQFHUQ�DQG�VWUHVVHG�PDUNHW�FRQGLWLRQV�

ϭϲϮ
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/LTXLGLW\�&RQWLQJHQF\�)XQGLQJ�3ODQ

,Q�WKH�SHULRG�EHWZHHQ����'HFHPEHU������DQG����'HFHPEHU�������WKH�*URXS¶V�WRWDO�GHSRVLW�EDVH�JUHZ

RQ�D�\HDUO\�EDVLV�E\�����IURP�1���ELOOLRQ�WR�1���ELOOLRQ��,W�LV�LQVWUXFWLYH�WR�QRWH�WKDW�����RI�WKH

FXVWRPHU�GHSRVLWV�ZHUH�'HPDQG�GHSRVLWV�

7KH�*URXS�KDV�DQ�DSSURYHG�OLTXLGLW\�&RQWLQJHQF\�)XQGLQJ�3ODQ��&)3�RU�WKH�3ODQ��IRU�PDQDJLQJ

XQDQWLFLSDWHG�VWUHVVIXO�VFHQDULRV�WKDW�FRXOG�UHVXOW�LQ�D�VLJQLILFDQW�HURVLRQ�RI�JURXS�VSHFLILF�RU�JHQHUDO

PDUNHW�OLTXLGLW\��7KH�3ODQ�GHWDLOV�WKH�SROLFLHV��SURFHGXUHV�DQG�DFWLRQV�IRU�UHVSRQGLQJ�WR�FRQWLQJHQW

OLTXLGLW\�HYHQWV�DV�ZHOO�DV�LQFRUSRUDWHV�HDUO\�ZDUQLQJ�LQGLFDWRUV�WR�PRQLWRU�PDUNHW�FRQGLWLRQV�

6XFK�HDUO\�ZDUQLQJ�LQGLFDWRUV�LQFOXGH��DPRQJ�RWKHUV��GHFOLQH�LQ�WKH�OLTXLGLW\�UDWLR�EHORZ�DSSURYHG�OLPLWV

IRU�D�SUHVFULEHG�SHULRG��GHOD\V�LQ�GLVEXUVHPHQWV�RI�VWDWXWRU\�DOORFDWLRQV�EH\RQG�D�SUHVFULEHG�SHULRG�

QHJDWLYH�FOHDULQJ�EDODQFHV�IRU�D�SUHVFULEHG�SHULRG�RU�D�EUDQFK�UXQQLQJ�RXW�RI�SK\VLFDO�FDVK�

7KH�&RQWLQJHQF\�)XQGLQJ�SODQ�FRYHUV�WKH�DYDLODEOH�VRXUFHV�RI�FRQWLQJHQW�IXQGLQJ�WR�VXSSOHPHQW�FDVK

IORZ�VKRUWDJHV��WKH�OHDG�WLPHV�WR�REWDLQ�VXFK�IXQGLQJ��WKH�UROHV�DQG�UHVSRQVLELOLWLHV�RI�WKRVH�LQYROYHG�LQ

WKH�FRQWLQJHQF\�SODQV��DQG�WKH�FRPPXQLFDWLRQ�DQG�HVFDODWLRQ�UHTXLUHPHQWV�ZKHQ�HDUO\�ZDUQLQJ

LQGLFDWRUV�VLJQDO�GHWHULRUDWLQJ�PDUNHW�FRQGLWLRQV��%RWK�VKRUW�WHUP�DQG�ORQJ�WHUP�IXQGLQJ�FULVHV�DUH

DGGUHVVHG�LQ�WKH�&RQWLQJHQF\�)XQGLQJ�3ODQ�

ϭϲϯ
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�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

(QWHUSULVH�5LVN�5HYLHZ���FRQWLQXHG

�H� /LTXLGLW\�5LVN

*URXS

&DUU\LQJ *URVV�QRPLQDO /HVV�WKDQ 0RUH�WKDQ
1RWH DPRXQW ,QIORZ��RXWIORZ� ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFHV�ZLWK�FHQWUDO�EDQN �� ������� ������� ������ ������
'XH�IURP�EDQNV �� ������ ������ ������ � � � �
3OHGJHG�DVVHWV �� ������ ������ ����� ����� �����
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �� ������� ������� ������ ������ ������� ������� ������
,QYHVWPHQW�VHFXULWLHV�
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV ��D ����� ����� ����� ����� � � �
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH ��F ������� ������� ������ ����� ������ ������ ������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH ��E ����� ����� �����
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ��G ������� ������� ����� ����� ����� ������ ������

��������� ��������� ������� ������ ������� ������� �������

'HSRVLWV�IURP�%DQNV �� � � � � � � �
�� ������� ������� ������� ������ ������ ������� �������

��	�� ������� ������� ������� ������ ������ ������ ������

�� ������ ������ ������ � � � �
�� ������ ������ ������ � � � �

������� ��������� ������� ������ ������� ������� �������

������ ������� ��������� �������� ������ ������� �������

��������� ��������� ��������� ������ �������

&UHGLWRUV�	�DFFUXDOV

7KH WDEOH EHORZ VKRZV WKH XQGLVFRXQWHG FDVK IORZV RQ WKH *URXS¶V ILQDQFLDO DVVHWV DQG OLDELOLWLHV DQG RQ WKH EDVLV RI WKHLU HDUOLHVW SRVVLEOH FRQWUDFWXDO PDWXULW\� 7KH JURVV QRPLQDO LQIORZ �

�RXWIORZ��GLVFORVHG�LQ�WKH�WDEOH�LV�WKH�FRQWUDFWXDO��XQGLVFRXQWHG�FDVK�IORZ�RQ�WKH�ILQDQFLDO�OLDELOLW\�RU�FRPPLWPHQW�

���'HFHPEHU�����

)LQDQFLDO�DVVHWV

)LQDQFLDO��OLDELOLWLHV

'HSRVLWV�IURP�FXVWRPHUV

2WKHU�OLDELOLWLHV���&XVWRPHUV
�GHSRVLWV�IRU�IRUHLJQ�WUDGH

'HEW�VHFXULWLHV�LVVXHG��	�RWKHU�ERUURZHG�IXQGV

*DS��DVVHW���OLDELOLWLHV�

&XPXODWLYH�OLTXLGLW\�JDS

ϭϲϰ
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�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

(QWHUSULVH�5LVN�5HYLHZ���FRQWLQXHG

�H� /LTXLGLW\�5LVN���FRQWLQXHG

*URXS

&DUU\LQJ *URVV�QRPLQDO /HVV�WKDQ 0RUH�WKDQ
1RWH DPRXQW ,QIORZ��RXWIORZ� ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ�

�� ������� ������� ������ � � � ������
'XH�IURP�EDQNV �� ������ ������ ������ � � � �
3OHGJHG�DVVHWV �� ������� ������� ����� ��� ������ ������ �������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �� ������� ������� ������� ������ ������ ������� �������
,QYHVWPHQW�VHFXULWLHV �� ������� ������� ������ ������ ������ ������� �������

��������� ��������� ������� ������ ������� ������� �������

'HSRVLWV�IURP�%DQNV �� ������ ������ ������ � � � �
�� ������� ������� ������� ������ ����� ������ �����

��	�� ������� ������� ������� � ����� ������ ������
�� ������ ������ ������ � � � �

�� ����� ����� ����� � � � �
������� ��������� ������� ������ ����� ������ ������

������ ������� ��������� ������ ������� ������� �������

��������� ��������� �������� ������� �������

&UHGLWRUV�	�DFFUXDOV

*DS��DVVHW���OLDELOLWLHV�

&XPXODWLYH�OLTXLGLW\�JDS

)LQDQFLDO��OLDELOLWLHV

'HSRVLWV�IURP�FXVWRPHUV
'HEW�VHFXULWLHV�LVVXHG��	�RWKHU�ERUURZHG�IXQGV
2WKHU�OLDELOLWLHV���&XVWRPHUV
�GHSRVLWV�IRU�IRUHLJQ�WUDGH

���'HFHPEHU�����

)LQDQFLDO�DVVHWV

&DVK�DQG�EDODQFHV�ZLWK�FHQWUDO�EDQN
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�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

(QWHUSULVH�5LVN�5HYLHZ���FRQWLQXHG

�H� /LTXLGLW\�5LVN���FRQWLQXHG

%DQN

&DUU\LQJ *URVV�QRPLQDO /HVV�WKDQ 0RUH�WKDQ
1RWH DPRXQW ,QIORZ��RXWIORZ� ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

�� ������� ������� ������ ������
'XH�IURP�EDQNV �� ������ ������ ������ � � � �
3OHGJHG�DVVHWV �� ������ ������ ����� ����� �����
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �� ������� ������� ������ ������ ������� ������� ������
,QYHVWPHQW�VHFXULWLHV�
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV ��D ����� ����� ����� ����� � � �
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH ��F ������� ������� ������ ����� ������ ������ ������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH ��E ����� ����� �����
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ��G ������� ������� ����� ����� ����� ������ ������

��������� ��������� ������� ������ ������� ������� �������

'HSRVLWV�IURP�%DQNV �� �
�� ������� ������� ������� ������ ������ ������� �������

��	�� ������� ������� ������ ������ ������ ������ ������

�� ������ ������ ������ � � � �
�� ������ ������ ������ � � � �

������� ��������� ������� ������ ������� ������� �������

������ ������� ��������� �������� ������ ������� ������

��������� ��������� ��������� ������� �������

���'HFHPEHU�����

)LQDQFLDO�DVVHWV

&DVK�DQG�EDODQFHV�ZLWK�FHQWUDO�EDQN

)LQDQFLDO��OLDELOLWLHV

'HSRVLWV�IURP�FXVWRPHUV
'HEW�VHFXULWLHV�LVVXHG��	�RWKHU�ERUURZHG�IXQGV

2WKHU�OLDELOLWLHV���&XVWRPHUV
�GHSRVLWV�IRU�IRUHLJQ�WUDGH
&UHGLWRUV�	�DFFUXDOV

*DS��DVVHW���OLDELOLWLHV�

&XPXODWLYH�OLTXLGLW\�JDS

ϭϲϲ
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(QWHUSULVH�5LVN�5HYLHZ���FRQWLQXHG

�H� /LTXLGLW\�5LVN���FRQWLQXHG

%DQN

&DUU\LQJ *URVV�QRPLQDO /HVV�WKDQ 0RUH�WKDQ
1RWH DPRXQW ,QIORZ��RXWIORZ� ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ� 1
PLOOLRQ�

�� ������� ������� ������ � � � ������
'XH�IURP�EDQNV �� ������ ������ ������ � � � �
3OHGJHG�DVVHWV �� ������� ������� ����� ��� ������ ������ �������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �� ������� ������� ������� ������ ������ ������� �������
,QYHVWPHQW�VHFXULWLHV �� ������� ������� ������ ������ ������ ������� �������

� � � � � � �
��������� ��������� ������� ������ ������� ������� �������

'HSRVLWV�IURP�%DQNV �� ������ ������ ������ � � � �
�� ������� ������� ������� ������ ����� ������ �����
�� ������� ������� ������� � ����� ������ ������

��	�� ������ ������ ������ � � � �

�� ����� ����� ����� � � � �
������� ��������� ������� ������ ����� ������ ������

������ ������� ��������� ������ ������� ������� �������

��������� ��������� �������� ������� �������&XPXODWLYH�OLTXLGLW\�JDS

tŚŝůĞ ƚŚĞƌĞ ŝƐ Ă ŶĞŐĂƚŝǀĞ ĐƵŵƵůĂƚŝǀĞ ůŝƋƵŝĚŝƚǇ ŐĂƉ ǁŝƚŚŝŶ ŽŶĞ ǇĞĂƌ͕ ŝƚ ĚŽĞƐ ŶŽƚ ƌĞĨůĞĐƚ ƚŚĞ ĂĐƚƵĂů ůŝƋƵŝĚŝƚǇ ƉŽƐŝƚŝŽŶ ŽĨ ƚŚĞ �ĂŶŬ ĂƐ ŵŽƐƚ ŽĨ ƚŚĞ ƚĞƌŵ ĚĞƉŽƐŝƚƐ ĨƌŽŵ ĐƵƐƚŽŵĞƌƐ ŵĂƚƵƌŝŶŐ ǁŝƚŚŝŶ ŽŶĞ ǇĞĂƌ
ĂƌĞ�ŚŝƐƚŽƌŝĐĂůůǇ�ďĞŝŶŐ�ƌŽůůĞĚ�ŽǀĞƌ͘

���'HFHPEHU�����

)LQDQFLDO�DVVHWV

&DVK�DQG�EDODQFHV�ZLWK�FHQWUDO�EDQN

'HEW�VHFXULWLHV�LVVXHG��	�RWKHU�ERUURZHG�IXQGV

*DS��DVVHW���OLDELOLWLHV�

)LQDQFLDO��OLDELOLWLHV

'HSRVLWV�IURP�FXVWRPHUV

2WKHU�OLDELOLWLHV���&XVWRPHUV
�GHSRVLWV�IRU�IRUHLJQ�WUDGH

&UHGLWRUV�	�DFFUXDOV
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;ĨͿ 0DUNHW�5LVN

0DUNHW�5LVN�0DQDJHPHQW�DQG�&RQWURO�)UDPHZRUN

0DUNHW ULVN LV WKH ULVN WKDW HDUQLQJV RU FDSLWDO ZRXOG EH DGYHUVHO\ DIIHFWHG E\ FKDQJHV LQ WKH OHYHO� FRUUHODWLRQ

RU YRODWLOLW\ RI PDUNHW IDFWRUV� 0DUNHW IDFWRUV LQFOXGH LQWHUHVW UDWHV� IRUHLJQ H[FKDQJH UDWHV� HTXLW\ SULFHV�

DQG FRPPRGLW\ SULFHV� 7KLV ULVN DULVHV PDLQO\ IURP WUDGLQJ DFWLYLWLHV DV ZHOO DV WKURXJK QRQ�WUDGHG ULVN LQ WKH

EDQNLQJ�ERRN�

7KH *URXS¶V REMHFWLYH LV WR FRQWURO DQG PDQDJH PDUNHW ULVN H[SRVXUHV ZLWKLQ WKH DFFHSWDEOH ULVN DSSHWLWH

DSSURYHG E\ WKH %RDUG ZKLOH RSWLPL]LQJ UHWXUQV� 7KH *URXS¶V DELOLW\ WR HIIHFWLYHO\ LGHQWLI\� DVVHVV� PRQLWRU

DQG PDQDJH PDUNHW ULVNV LQYROYHG LQ LWV DFWLYLWLHV LV FULWLFDO WR LWV VRXQGQHVV DQG SURILWDELOLW\� ,WV VWUDWHJ\ LV WR

LQYHVW LWV RZQ FDSLWDO RQ D OLPLWHG DQG FDUHIXOO\ VHOHFWHG EDVLV LQ WUDQVDFWLRQV� XQGHUZULWLQJV DQG RWKHU

DFWLYLWLHV�WKDW�LQYROYH�PDUNHW�ULVN�

&HQWUDO�WR�WKH�*URXS¶V�PDUNHW�ULVN�PDQDJHPHQW�LV�WKH�GHSOR\PHQW�RI�DSSURSULDWH�WRROV�DQG�PHWKRGRORJLHV

WDLORUHG�WRZDUGV�LGHQWLI\LQJ��PHDVXULQJ��PRQLWRULQJ��FRQWUROOLQJ�DQG�UHSRUWLQJ�WKH�*URXS¶V�H[SRVXUH�WR�HDFK

PDUNHW�ULVN�IDFWRU�

7KH *URXS KDV SXW LQ SODFH D UREXVW DQG FOHDUO\ GHILQHG PDUNHW ULVN PDQDJHPHQW IUDPHZRUN� ZKLFK HVVHQWLDOO\

SURYLGHV WKH %RDUG DQG 0DQDJHPHQW ZLWK JXLGDQFH RQ PDUNHW ULVN PDQDJHPHQW SURFHVVHV� $OO WHDPV LQYROYHG

LQ WKH PDQDJHPHQW DQG FRQWURO RI PDUNHW ULVN DUH UHTXLUHG WR IXOO\ FRPSO\ ZLWK WKH SROLF\ VWDWHPHQWV WR

HQVXUH�WKH�*URXS�LV�QRW�H[SRVHG�WR�PDUNHW�ULVN�EH\RQG�WKH�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�ULVN�WROHUDQFHV�

$/&2 PDQDJHV PDUNHW DQG OLTXLGLW\ ULVNV DFURVV WKH *URXS DQG PHHWV PRQWKO\ WR UHYLHZ� DSSURYH DQG PDNH

UHFRPPHQGDWLRQV FRQFHUQLQJ WKH ULVN SURILOH LQFOXGLQJ OLPLWV� XWLOL]DWLRQ DQG VWUDWHJ\� 7KH\ DOVR UHFRPPHQG�

WR�WKH�%RDUG��DPHQGPHQWV�WR�WKH�PDUNHW�ULVN�SROLF\�

$ GHGLFDWHG PDUNHW ULVN WHDP� LQGHSHQGHQW RI WKH WUDGLQJ DQG EXVLQHVV XQLWV� LV UHVSRQVLEOH IRU LPSOHPHQWLQJ

WKH PDUNHW ULVN FRQWURO IUDPHZRUN DQG DVVXPHV GD\�WR�GD\ UHVSRQVLELOLW\ IRU PDUNHW ULVN PDQDJHPHQW� $ OLPLW

IUDPHZRUN LV VHW ZLWKLQ WKH FRQWH[W RI WKH DSSURYHG PDUNHW ULVN DSSHWLWH ZKLOH GDLO\ PDUNHW ULVN GDVKERDUG

DQG�VWUHVV�WHVWLQJ�UHSRUWV�DUH�JHQHUDWHG�

5LVN�OLPLWV��ZKLFK�DUH�PRQLWRUHG�GDLO\�E\�WKH�0DUNHW�5LVN�WHDP�LQFOXGH�VWRS�ORVV�OLPLWV��XQKHGJHG�RSHQ

SRVLWLRQV��9D5��GXUDWLRQ�DPRQJVW�RWKHUV��'DLO\�SRVLWLRQV�RI�WKH�*URXS¶V�WUDGLQJ�DQG�)972&,�SRUWIROLRV�DUH

PDUNHG�WR�PDUNHW�WR�HQDEOH�WKH�*URXS�KDYH�DQ�DFFXUDWH�YLHZ�RI�LWV�WUDGLQJ�H[SRVXUHV�
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;ĨͿ 0DUNHW�5LVN

�

0DUNHW�5LVN�*RYHUQDQFH�6WUXFWXUH

�%RDUG�RI �'LUHFWRUV � 7KH %RDUG LV UHVSRQVLEOH IRU WKH RYHUDOO JRYHUQDQFH RI
0DUNHW 5LVN PDQDJHPHQW SURFHVV͘

%RDUG�5LVN
0DQDJHPHQW
&RPLWWHH

� 7KH %RDUG 5LVN 0DQDJHPHQW &RPPLWWHH SURPRWHV HIIHFWLYH
PDQDJHPHQW RI 0DUNHW 5LVN� 7KH &RPPLWWHH DOVR KHOS WR
IRVWHU WKH HVWDEOLVKPHQW DQG PDLQWHQDQFH RI DQ HIIHFWLYH
0DUNHW 5LVN FXOWXUH�

0DQDJHPHQW�5LVN
&RPPLWWHH��05&�

� 7KH 0DQDJHPHQW 5LVN &RPPLWWHH �05&� LV UHVSRQVLEOH IRU
LPSOHPHQWLQJ WKH %DQN
V 0DUNHW 5LVN PDQDJHPHQW SROLFLHV
DQG SURFHGXUHV�

$VVHW�DQG�/LDELOLW\
0DQDJHPHQW�&RPLWWHH

� 7KH RYHUDOO DXWKRULW\ DQG PDQDJHPHQW RI 0DUNHW 5LVN LQ
WKH *URXS LV YHVWHG LQ WKH $VVHW DQG /LDELOLW\ 0DQDJHPHQW
&RPPLWWHH �$/&2��

&KLHI �5LVN�2IILFHU

� 7KH &KLHI 5LVN 2IILFHU SURYLGHV GLUHFWLRQ RQ WKH
LPSOHPHQWDWLRQ RI PDUNHW ULVN PDQDJHPHQW IUDPHZRUN DV
ZHOO DV VXSHUYLVHV DQG PRQLWRUV RQ UHJXODU EDVLV� WKH 0DUNHW
5LVN SURILOH RI WKH *URXS�

0DUNHW�DQG�/LTXLGLW\
5LVN�0DQDJHPHQW
�0/50��7HDP

� 7KH 0/50 7HDP KDV SULPDU\ RZQHUVKLS RI WKH SROLF\ DQG
HQVXUH LWV LPSOHPHQWDWLRQ�

� 7KLV LQFOXGH LGHQWLI\LQJ� PHDVXULQJ� PRQLWRULQJ DQG
UHSRUWLQJ PDUNHW ULVNV ZLWKLQ WKH *URXS ZKLOH GHYHORSLQJ
SROLFLHV DQG JXLGHOLQHV IRU LWV HIIHFWLYH PDQDJHPHQW�

ϭϲϵ
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�

������DOO�ILJXUHV�LQ�1¶PLOOLRQ� ,QWHUHVW�5DWH )RUHLJQ�([FKDQJH

9D5�DV�DW����'HF����� �� ��

�

+RZHYHU��WKH�*URXS�HTXDOO\�FRPSXWHV�DQ�6�9D5��VWUHVVHG�9D5���7KH�9D5�PRGHO�LV�EDVHG�RQ�WKH�+LVWRULFDO

VLPXODWLRQ�PRGHO��XWLOLVLQJ�GDWD�DFURVV�D�PLQLPXP�RI�����WUDGLQJ�GD\V��9D5�LV�FRPSXWHG�RQ�DOO�WUDGLQJ

SRUWIROLR�L�H��IL[HG�LQFRPH�VHFXULWLHV�DQG�IRUHLJQ�H[FKDQJH�WUDGLQJ�SRVLWLRQ��7KH�PRGHO��ZKLFK�LV�YDOLGDWHG��LV

DQ�LPSRUWDQW�PDUNHW�ULVN�PHDVXUHPHQW�DQG�FRQWURO�WRRO�

,Q�RUGHU�WR�YHULI\�WKDW�WKH�UHVXOWV�DFTXLUHG�IURP�9D5�FDOFXODWLRQV�DUH�FRQVLVWHQW�DQG�UHOLDEOH��WKH�PRGHO�LV

DOZD\V�EDFN�WHVWHG��%DFN�WHVWLQJ�LV�DQ�LQWHJUDO�SDUW�RI�9D5�UHSRUWLQJ�LQ�WKH�*URXS¶V�ULVN�PDQDJHPHQW

SURFHVVHV��%DFN�WHVWLQJ�LV�D�SURFHGXUH�ZKHUH�DFWXDO�SURILWV�DQG�ORVVHV�DUH�FRPSDUHG�WR�SURMHFWHG�9D5

HVWLPDWHV�DLPHG�DW�HQVXULQJ�WKDW�WKH�PRGHO�\LHOGV�DFFXUDWH�ULVN�HVWLPDWHV�

:H�ZRXOG�H[SHFW��RQ�DYHUDJH��WR�VHH�WZR�RU�WKUHH�SURILWV�DQG�WZR�RU�WKUHH�ORVVHV�LQ�H[FHVV�RI�9D5�DW�WKH����

FRQILGHQFH�OHYHO�RYHU�D�RQH�\HDU�SHULRG��7KH�DFWXDO�QXPEHU�RI�SURILWV�RU�ORVVHV�LQ�H[FHVV�RI�9D5�RYHU�WKLV

SHULRG�FDQ�WKHUHIRUH�EH�XVHG�WR�PHDVXUH�KRZ�ZHOO�WKH�PRGHOV�DUH�SHUIRUPLQJ�

$OO�H[FHSWLRQV�JHQHUDWHG�IURP�WKH�EDFN�WHVWLQJ�SURFHVV�DUH�GRFXPHQWHG�ZLWK�VXLWDEOH�H[SODQDWLRQ��%DVHG�RQ

WKH�H[FHSWLRQ�FODVVLILFDWLRQ��QHFHVVDU\�DFWLRQ�LV�WDNHQ�RQ�ULVN�PRGHOV�E\�WKH�0DUNHW�	�/LTXLGLW\�5LVN

0DQDJHPHQW�7HDP�ZLWK�GLUHFWLYH�IURP�WKH�$/&2�

6WUHVV�7HVWLQJ��'XH�WR�YRODWLOLWLHV�LQ�WKH�RSHUDWLQJ�HQYLURQPHQW��WKH�*URXS�FRQGXFWV�VWUHVV�WHVWV�WR�HYDOXDWH

WKH�SRWHQWLDO�ORVVHV�RULJLQDWLQJ�IURP�LPSDFW�RI�PDUNHW�ULVN�IDFWRUV�XQGHU�H[WUHPH�PDUNHW�FRQGLWLRQV��7KH

VWUHVV�WHVWLQJ�LQFOXGHV�WKH�LPSDFW�RI�H[FHSWLRQDO�FKDQJHV�LQ�PDUNHW�UDWHV�DQG�SULFHV�RQ�WKH�IDLU�YDOXH�RI�WKH

7UDGLQJ�DQG�$YDLODEOH�IRU�6DOH��³$)6´��SRUWIROLRV��7KH�*URXS�FDOFXODWHV�

!�ULVN�IDFWRU�VWUHVV�WHVWLQJ��ZKHUH�VWUHVV�PRYHPHQWV�DUH�DSSOLHG�WR�HDFK�ULVN��

7KH�*URXS
V�WUDGLQJ�9D5�IRU�WKH�ILQDQFLDO�\HDU�LV�UHIOHFWHG�LQ�WKH�WDEOH�EHORZ�

!�KLVWRULFDO�VWUHVV�WHVWV�ZKHUH�VKRFNV�EDVHG�RQ�KLVWRULFDO�PRYHPHQWV�DUH�DVVXPHG�DQG�DSSOLHG��DQG

!�DG�KRF�VWUHVV�WHVWLQJ��ZKLFK�LQFOXGHV�DSSO\LQJ�SRVVLEOH�VWUHVV�HYHQWV�WR�VSHFLILF�SRVLWLRQV�

7KH�UHVXOWV�RI�WKH�VWUHVV�WHVWV�DUH�UHYLHZHG�E\�WKH�$/&2�ZKR�PD\�UHVSRQG�E\�PRGLI\LQJ�WKH�SRUWIROLR�DQG

WDNLQJ�RWKHU�VWUDWHJLF�VWHSV�WR�UHGXFH�WKH�H[SHFWHG�LPSDFW�LQ�WKH�HYHQW�WKDW�WKHVH�ULVNV�FU\VWDOOL]HV��7KH�VWUHVV

WHVW�UHVXOWV�PD\�DOVR�EH�SUHVHQWHG�WR�WKH�%RDUG�

0DUNHW�5LVN�0HDVXUHPHQW�7HFKQLTXHV

%DFN�WHVWLQJ

7KH�PDMRU�PHDVXUHPHQW�WHFKQLTXHV�XVHG�E\�WKH�*URXS�WR�PRQLWRU�DQG�FRQWURO�0DUNHW�5LVN�H[SRVXUHV�DUH

RXWOLQHG�EHORZ�

9DOXH�DW�5LVN��9D5���,V�D�WHFKQLTXH�WKDW�SURGXFHV�HVWLPDWHV�RI�WKH�SRWHQWLDO�FKDQJH�LQ�WKH�PDUNHW�YDOXH�RI�D

SRUWIROLR�RYHU�D�VSHFLILHG�WLPH�KRUL]RQ�DW�D�JLYHQ�FRQILGHQFH�OHYHO��,Q�OLQH�ZLWK�WKH�*URXS¶V�SROLF\��9D5

DVVXPHV�D�WLPH�KRUL]RQ�RI�RQH�WUDGLQJ�GD\�DQG�D�FRQILGHQFH�OHYHO�RI�����IRU�LQWHUQDO�ULVN�PDQDJHPHQW

SXUSRVHV�EHDULQJ�LQ�PLQG�SUHVHQW�PDUNHW�UHDOLWLHV��WKH�*URXS
V�OHYHO�RI�H[SRVXUH�DV�ZHOO�DV�WKH�FRPSRVLWLRQ�RI

LWV�SRUWIROLR�

ϭϳϬ
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�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

I�LL� )RUHLJQ�&XUUHQF\�5LVN

�D� )RUHLJQ�&XUUHQF\�&RQFHQWUDWLRQV�ULVN�DV�DW����'HFHPEHU�����

*URXS

1DLUD �'ROODU �*%3 �(XUR 2WKHUV 7RWDO
$VVHWV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFH�ZLWK�&HQWUDO�%DQN ����������������������� ����� ��� ����� �������
�DGG�XQ�UHVWULFWHG�EDODQFH �������������������������� �����
'XH�IURP�RWKHU�EDQNV ������������������������� ������ ��� ����� �� ������
)LQDQFLDO�DVVHWV�WR�PDWXULW\�SOHGJHG�DV�FROOHWHUDO ������������������������� ��� ������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHU ����������������������� ������� � � ������������������������ �������
)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ �������������������������� �����

����������������������� �������
'HEW�LQVWUXPHQW�DW�DPRUWLVHG�FRVW ����������������������� �������
2WKHU�DVVHWV ������������������������� ������ �� � ��� ������
7RWDO�ILQDQFLDO�DVVHWV���$� ������� ������� ��� ����� ��� ���������

/LDELOLWLHV
'XH�WR�EDQNV � � �
'XH�WR�FXVWRPHUV ������� ������� ����� ����� ��������������������������� �������
'HEW�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ����������������������� ������ �������
2WKHU�ILQDQFLDO��OLDELOLWLHV ������������������������� ����� ��� ����� ��� ������
7RWDO�ILQDQFLDO�OLDELOLWLHV���%� ����������������������� ����������������������� ������������������������ ������������������������� ������������������������ ����������������������

1HW�ILQDQFLDO�DVVHWV���OLDELOLWLHV� ������ ������� ������� ����� �� ������

)RUHLJQ H[FKDQJH ULVN LV WKH ULVN WKDW IOXFWXDWLRQV LQ WKH SUHYDLOLQJ IRUHLJQ H[FKDQJH UDWHV ZRXOG DIIHFW WKH YDOXH RI WKH *URXS
V DVVHWV DQG OLDELOLWLHV DV ZHOO DV RII�EDODQFH VKHHW LWHPV�

7KLV DOVR LQFOXGHV SRVLWLRQV LQ ORFDO FXUUHQF\ WKDW DUH LQGH[HG WR IRUHLJQ H[FKDQJH UDWH� )LQDQFLDO ,QVWUXPHQWV WKDW DUH H[SRVHG WR WKLV ULVN LQFOXGHV� IRUHLJQ FXUUHQF\ GHQRPLQDWHG ORDQV

DQG DGYDQFHV� VHFXULWLHV� IXWXUH FDVK IORZV LQ IRUHLJQ FXUUHQFLHV DULVLQJ IURP IRUHLJQ FXUUHQF\ WUDQVDFWLRQV� ([SRVXUHV WR IRUHLJQ H[FKDQJH ULVN DUH FRQVLVWHQWO\ PRQLWRUHG E\ OLPLW

VWUXFWXUHV�IRU�RYHUQLJKW�DQG�LQWUDGD\�SRVLWLRQV�

7KH $/&2 VHWV OLPLWV RQ WKH OHYHO RI H[SRVXUH E\ FXUUHQF\ DQG LQ DJJUHJDWH IRU ERWK RYHUQLJKW DQG LQWUD�GD\ SRVLWLRQV� ZKLFK DUH PRQLWRUHG GDLO\ VLQFH DQ HIIHFWLYH RYHUYLHZ RI VXFK

ULVN LV D FULWLFDO HOHPHQW RI WKH *URXS¶V DVVHW�OLDELOLW\ ULVN PDQDJHPHQW� 7KH %RDUG GHILQHV WKH RYHUDOO ULVN WROHUDQFH OHYHOV DQG H[SHFWDWLRQV IRU IRUHLJQ H[FKDQJH ULVN PDQDJHPHQW DQG

0DQDJHPHQW�DLPV�WR�HQVXUH�WKDW�WKH�ULVN�WROHUDQFH�LV�PDLQWDLQHG�DW�SUXGHQW�OHYHOV�

)RUHLJQ H[FKDQJH ULVN LV TXDQWLILHG XVLQJ WKH QHW EDODQFH RI DVVHWV DQG OLDELOLWLHV LQ HDFK FXUUHQF\� DQG WKHLU WRWDO VXP� 7KLV QHW RSHQ SRVLWLRQ LV PHDVXUHG RQ D GDLO\ EDVLV DQG LV WR EH

NHSW�ZLWKLQ�VHW�OLPLWV��7KH�DVVHWV�DQG�OLDELOLWLHV�LQFOXGH�FXUUHQW�SRVLWLRQV��IRUZDUG�SRVLWLRQV��FRPPLWPHQWV��DQG�WKH�PDUNHW�YDOXH�RI�GHULYDWLYHV�LQ�D�IRUHLJQ�FXUUHQF\�

��������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

�������FRPSUHKHQVLYH�LQFRPH

7KH�WDEOH�EHORZ�VXPPDULVHV�WKH�*URXS
V�H[SRVXUH�WR�IRUHLJQ�H[FKDQJH�ULVN�DW���VW�'HFHPEHU������

ϭϳϭ
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�� )LQDQFLDO�5LVN�PDQDJHPHQW���FRQWLQXHG

I�LL� )RUHLJQ�&XUUHQF\�5LVN

�D� )RUHLJQ�FXUUHQF\�FRQFHQWUDWLRQV�ULVN�DV�DW����'HFHPEHU�����

&XUUHQF\ 'ROODU *%3 (XUR 7RWDO

1¶��� 1¶��� 1¶��� 1¶���
1HW�2Q�%DODQFH�6KHHW�3RVLWLRQ ������� ������� ����� �������
&ORVLQJ�([FKDQJH�5DWH�1DLUD�&XUUHQF\� ��� ��� ���
�����&XUUHQF\�$SSUHFLDWLRQ��� ��� ��� ���
�����&XUUHQF\�'HSUHFLDWLRQ��� ��� ��� ���
(IIHFW�RI�����DSSUHFLDWLRQ��RQ�3URILW ��� ��� ����� ���
(IIHFW�RI�����GHSUHFLDWLRQ��RQ�3URILW ����� ����� ��� �����

*URXS

���'HFHPEHU�����

1DLUD �'ROODU �*%3 �(XUR 2WKHUV 7RWDO
$VVHWV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFH�ZLWK�&HQWUDO�%DQN ������������������������� �������������������������� �������������������������� ��������������������������� �������������������������� ������
�DGG�XQ�UHVWULFWHG�EDODQFH ������������������������� ������������������������������ ���������������������������� ���������������������������� �������������������������� ������
'XH�IURP�RWKHU�EDQNV ������������������������� ������������������������� ������������������������ ������������������������� ������������������������ ������
)LQDQFLDO�DVVHWV�WR�PDWXULW\�SOHGJHG�DV�FROOHWHUDO ����������������������� ������������������������� ���������������������������� ���������������������������� �������������������������� �������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHU ����������������������� ����������������������� �������������������������� ���������������������������� �������������������������� �������
)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ �������������������������� ������������������������������ ���������������������������� ���������������������������� �������������������������� �����
)LQDQFLDO�DVVHWV�DYDLODEOH�IRU�VDOH ������������������������� ���������������������������� ���������������������������� ���������������������������� �������������������������� ������
)LQDQFLDO�LQYHVWPHQW�KHOG�WR�PDWXULW\ ������������������������� ������������������������������ ���������������������������� ���������������������������� �������������������������� ������
2WKHU�DVVHWV ������������������������� �������������������������� ����������������������������� ���������������������������� �������������������������� ������
7RWDO�ILQDQFLDO�DVVHWV���$� ������� ������� ����� ����� ��� ���������
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���'HFHPEHU�����

1DLUD �'ROODU �*%3 �(XUR 2WKHUV 7RWDO
1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

/LDELOLWLHV

'XH�WR�EDQNV �������������������������� �������������������������� ������
'XH�WR�FXVWRPHUV ����������������������� ����������������������� ������������������������ ������������������������� �������������������������� �������
'HEW�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ����������������������� ������������������������� ���������������������������� ���������������������������� �������������������������� �������
2WKHU�ILQDQFLDO��OLDELOLWLHV ������������������������� ������������������������� ��������������������������� ������������������������� ������������������������� ������
7RWDO�ILQDQFLDO�OLDELOLWLHV���%� ����������������������� ����������������������� ������������������������ ������������������������� ������������������������� �����������������������

1HW�ILQDQFLDO�DVVHWV���OLDELOLWLHV� ������ ������ ������� ����� �� ������

&XUUHQF\ 'ROODU *%3 (XUR 7RWDO

1¶��� 1¶��� 1¶��� 1¶���
1HW�2Q�%DODQFH�6KHHW�3RVLWLRQ ������ ������� ����� ������
&ORVLQJ�([FKDQJH�5DWH�1DLUD�&XUUHQF\� ��� ��� ��� �
�����&XUUHQF\�$SSUHFLDWLRQ��� ��� ��� ��� �
�����&XUUHQF\�'HSUHFLDWLRQ��� ��� ��� ��� �
(IIHFW�RI�����DSSUHFLDWLRQ��RQ�3URILW ������� ��� �� �������
(IIHFW�RI�����GHSUHFLDWLRQ��RQ�3URILW ����� ����� ���� �����
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

I�LL��)RUHLJQ�FXUUHQF\�ULVN

�D� )RUHLJQ�&XUUHQF\�&RQFHQWUDWLRQV�5LVN�DV�DW����'HFHPEHU�����

%DQN

���'HFHPEHU�����
1DLUD �'ROODU �*%3 �(XUR 2WKHUV 7RWDO

1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFH�ZLWK�&HQWUDO�%DQN ����������������������� ����� ��� ����� �������
�DGG�XQ�UHVWULFWHG�EDODQFH �������������������������� �����
'XH�IURP�RWKHU�EDQNV ������������������������� ������ ��� ����� �� ������
)LQDQFLDO�DVVHWV�WR�PDWXULW\�SOHGJHG�DV�FROOHWHUDO ������������������������� ��� ������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHU ����������������������� ������� � � ������������������������ �������
)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ �������������������������� �����
��������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

�������FRPSUHKHQVLYH�LQFRPH ����������������������� �������
'HEW�LQVWUXPHQW�DW�DPRUWLVHG�FRVW ����������������������� �������
2WKHU�DVVHWV ������������������������� ������ �� � ��� ������
7RWDO�ILQDQFLDO�DVVHWV���$� ������� ������� ��� ����� ��� ���������

1DLUD �'ROODU �*%3 �(XUR 2WKHUV 7RWDO

/LDELOLWLHV 1
��� 1
��� 1
��� 1
��� 1
��� 1
���

'XH�WR�EDQNV � � � � �������������������������� �
'XH�WR�FXVWRPHUV ������� ������� ����� ����� ��������������������������� �������
'HEW�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ����������������������� ������ �������
2WKHU�ILQDQFLDO��OLDELOLWLHV ������������������������� ����� ��� ����� ��� ������
7RWDO�ILQDQFLDO�OLDELOLWLHV���%� ����������������������� ����������������������� ������������������������ ������������������������� ������������������������ �����������������������
1HW�ILQDQFLDO�DVVHWV���OLDELOLWLHV� ������ ������� ������� ����� �� ������

ϭϳϰ
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I�LL��)RUHLJQ�FXUUHQF\�ULVN

&XUUHQF\ 'ROODU *%3 (XUR 7RWDO

1¶��� 1¶��� 1¶��� 1¶���
1HW�2Q�%DODQFH�6KHHW�3RVLWLRQ ������� ������� ����� �������
&ORVLQJ�([FKDQJH�5DWH�1DLUD�&XUUHQF\� ��� ��� ��� �

�����&XUUHQF\�$SSUHFLDWLRQ��� ��� ��� ��� �

�����&XUUHQF\�'HSUHFLDWLRQ��� ��� ��� ��� �
(IIHFW�RI�����DSSUHFLDWLRQ��RQ�3URILW ��� ��� ����� ���
(IIHFW�RI�����GHSUHFLDWLRQ��RQ�3URILW ����� ����� ��� �����

1DLUD �'ROODU �*%3 �(XUR 2WKHUV 7RWDO

���'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

$VVHWV

&DVK�DQG�EDODQFH�ZLWK�&HQWUDO�%DQN �������������������������� ��������������������������� ��������������������������� ���������������������������� �������������������������� ������

�DGG�XQ�UHVWULFWHG�EDODQFH �������������������������� ��������������������������������� ������������������������������� ������������������������������� �������������������������� ������

'XH�IURP�RWKHU�EDQNV �������������������������� �������������������������� ������������������������� �������������������������� ������������������������ ������

)LQDQFLDO�DVVHWV�WR�PDWXULW\�SOHGJHG�DV�FROOHWHUDO ������������������������ �������������������������� ������������������������������� ������������������������������� �������������������������� �������

/RDQV�DQG�DGYDQFHV�WR�FXVWRPHU ������������������������ ������������������������ ��������������������������� ������������������������������� �������������������������� �������

)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ ��������������������������� ��������������������������������� ������������������������������� ������������������������������� �������������������������� �����

)LQDQFLDO�DVVHWV�DYDLODEOH�IRU�VDOH �������������������������� ����������������������������� ������������������������������� ������������������������������� �������������������������� ������

)LQDQFLDO�LQYHVWPHQW�KHOG�WR�PDWXULW\ �������������������������� ��������������������������������� ������������������������������� ������������������������������� �������������������������� ������

2WKHU�DVVHWV �������������������������� ��������������������������� ������������������������������ ������������������������������� �������������������������� ������
7RWDO�ILQDQFLDO�DVVHWV���$� ������� ������� ����� ����� ��� ���������

/LDELOLWLHV

'XH�WR�EDQNV ��������������������������� �������������������������� ������

'XH�WR�FXVWRPHUV ������������������������ ������������������������ ������������������������� �������������������������� �������������������������� �������

'HEW�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ������������������������ �������������������������� ������������������������������� ������������������������������� �������������������������� �������

2WKHU�ILQDQFLDO��OLDELOLWLHV �������������������������� �������������������������� ���������������������������� �������������������������� ������������������������� ������
7RWDO�ILQDQFLDO�OLDELOLWLHV���%� ����������������������� ����������������������� ������������������������ ������������������������� ������������������������� �����������������������
1HW�ILQDQFLDO�DVVHWV���OLDELOLWLHV� ������ ������ ������� ����� �� ������
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

I�LL��)RUHLJQ�FXUUHQF\�ULVN

&XUUHQF\ 'ROODU *%3 (XUR 7RWDO

1¶��� 1¶��� 1¶��� 1¶���
1HW�2Q�%DODQFH�6KHHW�3RVLWLRQ ������ ������� ����� ������
&ORVLQJ�([FKDQJH�5DWH�1DLUD�&XUUHQF\� ��� ��� ��� �

�����&XUUHQF\�$SSUHFLDWLRQ��� ��� ��� ��� �

�����&XUUHQF\�'HSUHFLDWLRQ��� ��� ��� ��� �
(IIHFW�RI�����DSSUHFLDWLRQ��RQ�3URILW ������� ��� �� �������
(IIHFW�RI�����GHSUHFLDWLRQ��RQ�3URILW ����� ����� ���� �����

6(16,7,9,7<�$1$/<6,6�2)�)25(,*1�&855(1&<�%$/$1&(�6+((7
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�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

(QWHUSULVH�5LVN�5HYLHZ���FRQWLQXHG

I�L� ,QWHUHVW�5DWH�5LVN

0HDVXUHPHQW�RI�,QWHUHVW�5DWH�5LVN�LQ�WKH�%DQNLQJ�%RRN

7KH�PHDVXUHV�DSSOLHG�E\�WKH�*URXS�LQ�PRQLWRULQJ�DQG�FRQWUROOLQJ�LQWHUHVW�UDWH�ULVN�LQ�WKH�EDQNLQJ�ERRN�LQFOXGHV�

,QWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN LV WKH ULVN RI DQ DGYHUVH LPSDFW RQ HDUQLQJV RU FDSLWDO GXH WR FKDQJHV LQ PDUNHW LQWHUHVW UDWHV� &KDQJHV LQ LQWHUHVW UDWHV DIIHFW HDUQLQJV E\

FKDQJLQJ LWV QHW LQWHUHVW LQFRPH DQG WKH OHYHO RI RWKHU LQWHUHVW VHQVLWLYH LQFRPH DQG RSHUDWLQJ H[SHQVHV� &KDQJHV LQ LQWHUHVW UDWHV DOVR DIIHFW WKH XQGHUO\LQJ YDOXH RI WKH DVVHWV�

OLDELOLWLHV��DQG�RII�EDODQFH�VKHHW�LQVWUXPHQWV�EHFDXVH�WKH�SUHVHQW�YDOXH�RI�IXWXUH�FDVK�IORZV��DQG�LQ�VRPH�FDVHV��WKH�FDVK�IORZV�WKHPVHOYHV��FKDQJH�ZKHQ�LQWHUHVW�UDWHV�FKDQJH�

7KH *URXS¶V REMHFWLYH IRU PDQDJHPHQW RI LQWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN LV WR HQVXUH D KLJKHU GHJUHH RI LQWHUHVW UDWH PLVPDWFK PDUJLQ VWDELOLW\ DQG ORZHU LQWHUHVW UDWH ULVN

RYHU�DQ�LQWHUHVW�UDWH�F\FOH��7KLV�LV�DFKLHYHG�E\�KHGJLQJ�PDWHULDO�H[SRVXUHV�ZLWK�WKH�H[WHUQDO�PDUNHW�

7KH *URXS¶V RSHUDWLRQV DUH VXEMHFW WR WKH ULVN RI LQWHUHVW UDWH IOXFWXDWLRQV WR WKH H[WHQW WKDW LQWHUHVW�HDUQLQJ DVVHWV DQG LQWHUHVW�EHDULQJ OLDELOLWLHV PDWXUH RU UH�SULFH DW GLIIHUHQW

WLPHV RU LQ GLIIHULQJ DPRXQWV� ,Q WKH FDVH RI IORDWLQJ UDWH DVVHWV DQG OLDELOLWLHV� WKH *URXS LV DOVR H[SRVHG WR EDVLV ULVN� ZKLFK FDQ DULVH GXH WR WKH PRYHPHQW LQ WKH YDULRXV IORDWLQJ

UDWH LQGLFHV� VXFK DV WKH VDYLQJV UDWH DQG WKH ���GD\ 1,%25� XQWLO PDWXULW\� 1RQ�WUDGHG LQWHUHVW UDWH ULVN DULVHV LQ WKH JURXS¶V ERRN IURP WKH SURYLVLRQ RI UHWDLO DQG ZKROHVDOH

EDQNLQJ SURGXFWV DQG VHUYLFHV� DV ZHOO DV IURP FHUWDLQ VWUXFWXUDO H[SRVXUHV ZLWKLQ WKH EDODQFH VKHHW� PDLQO\ GXH WR WKH IDFW WKDW DVVHWV� OLDELOLWLHV DQG HTXLW\ PD\ EH UH�SULFHG DW

GLIIHUHQW�WLPHV��7KHVH�ULVNV�LPSDFW�ERWK�WKH�HDUQLQJV�DQG�WKH�HFRQRPLF�YDOXH�RI�WKH�*URXS�

2YHUDOO� PDQDJHPHQW RI WKH *URXS¶V QRQ�WUDGLQJ LQWHUHVW UDWH ULVN SRVLWLRQV OLHV ZLWK WKH $/&2� ,Q DGGLWLRQ WR YDULRXV VWUDWHJLHV� WKH $/&2 GHILQHV WKH LQWHUQDO WUDQVIHU SULFLQJ

IUDPHZRUN FRQVWUXFWHG WR HQVXUH WKDW LQWHUHVW UDWH ULVN DULVLQJ IURP PLVPDWFKHV LQ WKH PDWXULW\ SURILOH RI DVVHWV DQG OLDELOLWLHV LV PDQDJHG WR DFKLHYH D EDODQFHG UHSULFLQJ

FXPXODWLYH JDS SRVLWLRQ WKDW LV LQ OLQH ZLWK WKH OLPLWV VHW E\ WKH %RDUG� 7KH $/&2 DOVR PDNHV MXGJPHQWDO DVVXPSWLRQV DERXW WKH EHKDYLRXU RI DVVHWV DQG OLDELOLWLHV WKDW GR QRW KDYH

VSHFLILF�FRQWUDFWXDO�PDWXULW\�RU�UH�SULFLQJ�GDWHV�

*HQHUDOO\� WKH SULPDU\ VRXUFH RI LQWHUHVW UDWH ULVN LV WKH GLIIHUHQFHV LQ WKH WLPLQJ RI WKH UHSULFLQJ RI WKH DVVHWV� OLDELOLWLHV DQG RII�EDODQFH VKHHW LQVWUXPHQWV� 5HSULFLQJ PLVPDWFKHV

JHQHUDOO\ RFFXU IURP ERUURZLQJ VKRUW WHUP WR IXQG ORQJ WHUP DVVHWV RU ERUURZLQJ ORQJ WHUP WR IXQG ORQJ WHUP DVVHWV� 7KHVH DFWLYLWLHV FDQ H[SRVH DQ LQVWLWXWLRQV HDUQLQJV DQG

HFRQRPLF�YDOXH�RI�HTXLW\��(9(��WR�FKDQJHV�LQ�PDUNHW�LQWHUHVW�UDWH�

1HW ,QWHUHVW ,QFRPH �1,,� 6HQVLWLYLW\ ± $Q LQWHJUDO SDUW RI WKH *URXS¶V PDQDJHPHQW RI QRQ�WUDGHG LQWHUHVW UDWH ULVN LV WR PRQLWRU WKH VHQVLWLYLW\ RI H[SHFWHG QHW LQWHUHVW LQFRPH

ZKLOH DSSO\LQJ GLIIHUHQW UDWH VFHQDULRV �VLPXODWLRQ PRGHOOLQJ� ZKHUH RWKHU PDFUR�HFRQRPLF PHWULFV DUH KHOG FRQVWDQW� 7KLV PRQLWRULQJ LV XQGHUWDNHQ DW WKH $/&2 OHYHO� 7KH *URXS

DSSOLHV D FRPELQDWLRQ RI VFHQDULRV DQG DVVXPSWLRQV UHOHYDQW WR RXU SHFXOLDU EXVLQHVVHV LQ IRUHFDVWLQJ RQH�\HDU QHW LQWHUHVW LQFRPH VHQVLWLYLWLHV DFURVV D UDQJH RI LQWHUHVW UDWH

VFHQDULRV�
(FRQRPLF 9DOXH RI (TXLW\ �(9(� � (9( UHSUHVHQWV WKH SUHVHQW YDOXH RI WKH IXWXUH EDQNLQJ ERRN FDVK IORZV WKDW FRXOG EH GLVWULEXWHG WR HTXLW\ SURYLGHUV XQGHU D PDQDJHG UXQ�RII

VFHQDULR� L�H� WKH FXUUHQW ERRN YDOXH RI HTXLW\ SOXV WKH SUHVHQW YDOXH RI IXWXUH QHW LQWHUHVW LQFRPH LQ WKLV VFHQDULR� 7KLV FDQ EH XVHG WR DVVHVV WKH HFRQRPLF FDSLWDO UHTXLUHG WR

VXSSRUW LQWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN �,55%%�� $Q (9( VHQVLWLYLW\ LV WKH H[WHQW WR ZKLFK WKH (9( YDOXH ZLOO FKDQJH GXH WR D SUH�VSHFLILHG PRYHPHQW LQ LQWHUHVW UDWHV� ZKHUH

DOO�RWKHU�HFRQRPLF�YDULDEOHV�DUH�KHOG�FRQVWDQW��2SHUDWLQJ�HQWLWLHV�DUH�UHTXLUHG�WR�PRQLWRU�(9(�VHQVLWLYLW\�DV�D�SHUFHQWDJH�RI�FDSLWDO�UHVRXUFHV�

7KH IROORZLQJ WDEOHV SURYLGH LQIRUPDWLRQ RQ WKH H[WHQW RI WKH *URXS¶V LQWHUHVW UDWH H[SRVXUH� 7KH DVVHWV DQG OLDELOLWLHV DUH JURXSHG LQWR EUDFNHWV GHILQHG E\ WKHLU WLPH WR PDWXULW\ RU

WKH GDWH RI WKH LQWHUHVW UDWH DGMXVWPHQW� 7KH GLIIHUHQFH� RU JDS� EHWZHHQ DVVHWV DQG OLDELOLWLHV LQ HDFK WLPH EUDFNHW PDNHV WKH %DQN VHQVLWLYH WR LQWHUHVW UDWH IOXFWXDWLRQV� 7KH

DPRXQWV DUH EDVHG RQ LQWHUHVW UDWH PDWXULWLHV� +RZHYHU� VDYLQJ DQG FXUUHQW DFFRXQWV KDYH D QRQ�GHILQHG LQWHUHVW PDWXULW\� $ TXDQWLWDWLYH DVVHVVPHQW RI WKH LQWHUHVW UDWH

VHQVLWLYLW\�RI�RXU�VDYLQJ�DFFRXQWV�DQG�FXUUHQW�DFFRXQWV�KDV�EHHQ�H[HFXWHG��7KH�RXWFRPH�RI�WKLV�DVVHVVPHQW�LV�XVHG�LQ�WKH�FDOFXODWLRQV�IRU�LQWHUHVW�UDWH�ULVN�
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�I� 0DUNHW�ULVNV���FRQWLQXHG

I�L� ,QWHUVW�5DWH�5LVN���FRQWLQXHG

*URXS /HVV�WKDQ 0RUH�WKDQ
1RWHV ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

�D� ���'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

'XH�IURP�EDQNV �� ����� � � � � �����
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �� ������ ������ ������ ������� ������ �������
,QYHVWPHQW�VHFXULWLHV�� �
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW

RU�ORVV ��D ����� ����� � � � �����
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ��E ������ ������ ��� ������ ������ �������
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ��F � � ����� ������ ������ �������

� ������ ������ ������ ������� ������� �������
1RQ�GHULYDWLYH�OLDELOLWLHV�
'HSRVLWV�IURP�%DQNV �� � � � � �
'HSRVLWV�IURP�&XVWRPHUV �� ������� ������ ������ ������� ������� �������
2WKHU�ERUURZHG�IXQG�	�'HEW�VHFXULWLHV�LVVXHG ���	��� � ������ ������ ������ ������ �������

� ������� ������ ������ ������� ������� �������
7RWDO�LQWHUHVW�VHQVLWLYLW\�JDS � ��������� �������� �������� ������� ������ ��������

7LPH�%DQG
1R��RI
'D\V

8SZDUG���
'RZQZDUG��

��
�,QWHUHVW�5DWH

*DS��1HW

3RVLWLRQV�

,PSDFW�RI
XSZDUG

PRYHPHQW

,PSDFW�RI
'RZQZDUG
PRYHPHQW

8S�WR���PRQWK ��� ���� ����� ����������������� ����������������� �����������������
IURP���WR���PRQWKV ��� ���� ����� ������������������ ����������������� ������������������
IURP���WR���PRQWKV ��� ���� ����� ������������������ ����������������� ������������������
IURP���WR����PRQWKV ��� ���� ����� ������������������� ������������������ �������������������

7RWDO �������������� ��������������� ����������������

�,PSDFW�RI�6WDQGDUGL]HG�,QWHUHVW�5DWH�6KRFN�RQ�(DUQLQJV

5$7(�6(16,7,9,7<�2)��$66(76�$1'�/,$%,/,7,(6

�7RWDO

ϭϳϴ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG
�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

�I� 0DUNHW�5LVNV���FRQWLQXHG

I�L� ,QWHUVW�5DWH�5LVN���FRQWLQXHG

7LPH�%DQG
:HLJKWLQJ
IDFWRU

,QWHUHVW�5DWH
*DS��1HW
3RVLWLRQV�

,PSDFW�RQ
(TXLW\

8S�WR���PRQWK ����� ��������������� ����������������������
IURP���WR���PRQWKV ����� ���������������� ����������������������
IURP���WR���PRQWKV ����� ���������������� ����������������������
IURP���WR����PRQWKV ����� ���������������� ����������������������
��\HDU�WR���\HDUV ����� ���������������� ���������������������
��\HDU�WR���\HDUV ����� ���������������� ��������������������
��\HDU�WR���\HDUV ����� ����������������� ���������������������
��\HDU�WR���\HDUV ����� ���������������� ���������������������
��\HDU�WR���\HDUV ������ ���������������� ��������������������
��\HDU�WR����\HDUV ������ ���������������� ���������������������
���\HDU�WR����\HDUV ������ ���������������� ���������������������
���\HDU�WR����\HDUV ������ ���������������� ���������������������
0RUH�WKDQ����\HDUV ������ ���������������������� ���������������������

7RWDO �������������� �����������������

�,PSDFW�RI�6WDQGDUGL]HG�,QWHUHVW�5DWH�6KRFN�RQ�(TXLW\
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�I� 0DUNHW�5LVNV���FRQWLQXHG

I�L� ,QWHUVW�5DWH�5LVN���FRQWLQXHG

*URXS 1RWHV
2Q�GHPDQG

/HVV�WKDQ��

PRQWKV
�����PRQWKV ����\HDUV 2YHU���\HDUV 7RWDO

�D� ���'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

)LQDQFLDO�DVVHWV
'XH�IURP�RWKHU�EDQNV ������ ������ � � � ������
3OHGJHG�DVVHWV � ����� ����� ������ ������ �������
)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ � ����� ����� �����
/RDQV�DQG�DGYDQFHV � ������� ������ ������� ������� �������
,QYHVWPHQW�VHFXULWLHV�DYDLODEOH�IRU�VDOH � ������ ������ ����� ����� ������
�,QYHVWPHQW�VHFXULWLHV�KHOG�WR�PDWXULW\� � �� ��� ������ � ������
7RWDO�ILQDQFLDO�DVVHWV���$� ������ ������� ������� ������� ������� �������

)LQDQFLDO�/LDELOLWLHV
'XH�WR�EDQNV � ������ � � � ������
'XH�WR�FXVWRPHUV ������ ������� ������ ������� ����� �������
'HEW�VHFXULWLHV�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV � ������� � ������ ������ �������
7RWDO�ILQDQFLDO�/LDELOLWLHV����%� ������ ������� ������ ������� ������ �������

1HW�ILQDQFLDO�DVVHWV���OLDELOLWLHV� ������ ��������� ������ ������ ������� ��������

EĞƚ�ĨŝŶĂŶĐŝĂů�ĂƐƐĞƚƐͬ;ůŝĂďŝůŝƚŝĞƐͿ�ĞǆĐůƵĚŝŶŐ��&^ ������ ��������� ������ ��������� ������ ���������

,QFUHDVH

�'HFUHDVH�LQ

ES 1HW�*DS &XPXODWLYH�*DS

�6HQVLWLYLW\�RQ

3URILW������

�6HQVLWLYLW\�RQ

3URILW������

�6HQVLWLYLW\

(TXLW\������

�6HQVLWLYLW\

(TXLW\��������

�$QQXDOL]HG

3HULRG
�KŶ��ĞŵĂŶĚ ������ES ������ ������ �� ���� � � 2QH�0RQWK
>ĞƐƐ�ƚŚĂŶ�ϯ�ŵŽŶƚŚƐ ������ES ��������� ��������� ������� ����� ��� ����� 7KUHH�PRQWK
ϯͲϭϮ�DŽŶƚŚƐ ������ES ������ ��������� ����� ������� ��� ����� 2QH�<HDU
ϭͲϱ�zƌƐ ������ES ������ ��������� ����� ������� �� ����
KǀĞƌ�ϱ�zƌƐ ������ES ������� �������� ����� ������� �� ����

5$7(�6(16,7,9,7<�2)��$66(76�$1'�/,$%,/,7,(6
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I�L� ,QWHUVW�5DWH�5LVN���FRQWLQXHG

%DQN /HVV�WKDQ 0RUH�WKDQ
1RWHV ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

���'HFHPEHU����� 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

1RQ�GHULYDWLYH�DVVHWV�
'XH�IURP�EDQNV �� ����� � � � �����
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV �� ������ ������ ������ ������� ������ �������
,QYHVWPHQW�VHFXULWLHV�� �� �
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW

RU�ORVV ����� ����� � � � �����
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ������ ����� ������ ������ ������ �������
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW � � ����� ������ ������ �������

� ������ ������ ������� ������� ������� �������
1RQ�GHULYDWLYH�OLDELOLWLHV�
'HSRVLWV�IURP�%DQNV �� � � � � �
'HSRVLWV�IURP�&XVWRPHUV �� ������� ������ ������ ������� ������� �������
2WKHU�ERUURZHG�IXQG�	�'HEW�VHFXULWLHV�LVVXHG ���	��� � ������ ������ ������ ������ �������

� ������� ������ ������ ������� ������� �������

7RWDO�LQWHUHVW�VHQVLWLYLW\�JDS � ��������� �������� ������ ������� ������ ��������

7LPH�%DQG
1R��RI
'D\V

8SZDUG���
'RZQZDUG��

��
�,QWHUHVW�5DWH

*DS��1HW

3RVLWLRQV�

,PSDFW�RI
XSZDUG

PRYHPHQW

,PSDFW�RI
'RZQZDUG
PRYHPHQW

8S�WR���PRQWK ��� ���� ����� ����������������� ����������������� �����������������
IURP���WR���PRQWKV ��� ���� ����� ������������������ ����������������� ������������������
IURP���WR���PRQWKV ��� ���� ����� ������������������ ������������������ ������������������
IURP���WR����PRQWKV ��� ���� ����� ������������������� ������������������ ������������������

7RWDO �������������� ���������������� ����������������

�7RWDO

�,PSDFW�RI�6WDQGDUGL]HG�,QWHUHVW�5DWH�6KRFN�RQ�(DUQLQJV

5$7(�6(16,7,9,7<�2)��$66(76�$1'�/,$%,/,7,(6

ϭϴϭ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG
�� �)LQDQFLDO�5LVN�0DQDJHPHQW���FRQWLQXHG

�I� 0DUNHW�5LVNV���FRQWLQXHG

I�L� ,QWHUVW�5DWH�5LVN���FRQWLQXHG

7LPH�%DQG
:HLJKWLQJ
IDFWRU

,QWHUHVW�5DWH
*DS��1HW
3RVLWLRQV�

,PSDFW�RQ
(TXLW\

8S�WR���PRQWK ����� ��������������� ����������������������
IURP���WR���PRQWKV ����� ��������������� ���������������������
IURP���WR���PRQWKV ����� ���������������� ����������������������
IURP���WR����PRQWKV ����� ���������������� ���������������������
��\HDU�WR���\HDUV ����� ���������������� ���������������������
��\HDU�WR���\HDUV ����� ���������������� ��������������������
��\HDU�WR���\HDUV ����� ����������������� ���������������������
��\HDU�WR���\HDUV ����� ���������������� ���������������������
��\HDU�WR���\HDUV ������ ���������������� ��������������������
��\HDU�WR����\HDUV ������ ��������������� ���������������������
���\HDU�WR����\HDUV ������ ���������������� ���������������������
���\HDU�WR����\HDUV ������ ���������������� ���������������������
0RUH�WKDQ����\HDUV ������ ���������������������� ���������������������

7RWDO �������������� �����������������

�,PSDFW�RI�6WDQGDUGL]HG�,QWHUHVW�5DWH�6KRFN�RQ�(TXLW\
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�I� 0DUNHW�5LVNV���FRQWLQXHG

I�L� ,QWHUVW�5DWH�5LVN���FRQWLQXHG
%DQN

$V�DW����'HFHPEHU����� 2Q�GHPDQG
/HVV�WKDQ��

PRQWKV
�����PRQWKV ����\HDUV 2YHU���\HDUV 7RWDO

1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

)LQDQFLDO�DVVHWV
'XH�IURP�RWKHU�EDQNV ������ ������ � � � ������
3OHGJHG�DVVHWV � ����� ����� ������ ������ �������
)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ � ����� ����� � � �����
/RDQV�DQG�DGYDQFHV � ������� ������ ������� ������� �������
,QYHVWPHQW�VHFXULWLHV�DYDLODEOH�IRU�VDOH � ������ ������ ����� ����� ������
�,QYHVWPHQW�VHFXULWLHV�KHOG�WR�PDWXULW\� � � � ��� ������ ������
7RWDO�ILQDQFLDO�DVVHWV���$� ������ ������� ������� ������� ������� �������

)LQDQFLDO�/LDELOLWLHV
'XH�WR�EDQNV � ������ � � � ������
'XH�WR�FXVWRPHUV ������ ������� ������ ������� ����� �������
'HEW�VHFXULWLHV�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV � ������� � ������ ������ �������
7RWDO�ILQDQFLDO�/LDELOLWLHV����%� ������ ������� ������ ������� ������ �������

1HW�ILQDQFLDO�DVVHWV���OLDELOLWLHV� ������ ��������� ������ ������ ������� ��������

EĞƚ�ĨŝŶĂŶĐŝĂů�ĂƐƐĞƚƐͬ;ůŝĂďŝůŝƚŝĞƐͿ�ĞǆĐůƵĚŝŶŐ��&^ ������ ��������� ������ ��������� ������ ���������

,QFUHDVH

�'HFUHDVH�LQ

ES

1HW�*DS &XPXODWLYH�*DS
6HQVLWLYLW\�RQ

3URILW������

6HQVLWLYLW\�RQ

3URILW������

6HQVLWLYLW\

(TXLW\������

6HQVLWLYLW\

(TXLW\��������

$QQXDOL]HG

3HULRG

�2Q�'HPDQG ������ES ������ ������ �� ���� � � 2QH�0RQWK

/HVV�WKDQ���PRQWKV ������ES ��������� ��������� ������� ����� � � 7KUHH�PRQWK

�����0RQWKV ������ES ������ ��������� ����� ������� ��� ����� 2QH�<HDU
����<UV ������ES ������ ��������� ����� ������� ��� �����

2YHU���<UV ������ES ������� �������� ����� ������� �� ����
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�J� 2SHUDWLRQDO�5LVN�0DQDJHPHQW���FRQWLQXHG

2SHUDWLRQDO�5LVN�*RYHUQDQFH�6WUXFWXUH

2SHUDWLRQDO�5LVN�0DQDJHPHQW�)UDPHZRUN

�J� 2SHUDWLRQDO�5LVN�0DQDJHPHQW���FRQWLQXHG

�

�

�

�

�J� 2SHUDWLRQDO�5LVN�0DQDJHPHQW���FRQWLQXHG

2SHUDWLRQDO ULVN LQ WKH *URXS LV GHILQHG DV WKH ULVN RI ORVV UHVXOWLQJ IURP LQDGHTXDWH RU IDLOHG LQWHUQDO SURFHVVHV� SHRSOH DQG V\VWHPV RU IURP H[WHUQDO HYHQWV� 7KLV GHILQLWLRQ

LQFOXGHV�OHJDO�ULVN�EXW�H[FOXGHV�VWUDWHJLF�DQG�UHSXWDWLRQDO�ULVNV�

2SHUDWLRQDO ULVN H[LVWV LQ DOO DFWLYLWLHV� SURFHVVHV� SURGXFWV DQG V\VWHPV� 7KH *URXS DLPV WR PDLQWDLQ RSHUDWLRQDO ULVN ZLWKLQ LWV ULVN DSSHWLWH WKURXJK D VWUDWHJ\ DQFKRUHG RQ WKH

VXVWHQDQFH RI D VWURQJ ULVN FXOWXUH RI LQGLYLGXDO DQG FROOHFWLYH DZDUHQHVV DQG XQGHUVWDQGLQJ RI RSHUDWLRQDO ULVN� DFFRXQWDELOLW\ DQG WUDQVSDUHQF\ RQ RSHUDWLRQDO ULVN LVVXHV DW DOO

OHYHOV��GHSOR\PHQW�RI�UREXVW�RSHUDWLRQDO�ULVN�SROLFLHV��SURFHVVHV�DQG�WRROV��DQG�FROODERUDWLRQ�DFURVV�DOO�WKH�EXVLQHVV�XQLWV�DQG�VXSSRUW�IXQFWLRQV�LQ�PDQDJLQJ�RSHUDWLRQDO�ULVN�

7KH *URXS PDLQWDLQV D GHGLFDWHG 2SHUDWLRQDO 5LVN 0DQDJHPHQW �250� IXQFWLRQ ZKLFK IRUPXODWHV WKH RSHUDWLRQDO ULVN PDQDJHPHQW VWUDWHJ\� SROLF\ DQG IUDPHZRUN� 7KH

GHSDUWPHQW��WKURXJK�WKH�&KLHI�5LVN�2IILFHU��KDV�D�UHSRUWLQJ�OLQH�WR�WKH�([HFXWLYH�0DQDJHPHQW��0DQDJHPHQW�5LVN�&RPPLWWHH�DQG�%RDUG�5LVN�0DQDJHPHQW�&RPPLWWHH��GHSLFWLQJ�D

UREXVW JRYHUQDQFH VWUXFWXUH� 7KH %RDUG DSSURYHV WKH *URXS¶V 250 SROLF\ DQG DSSHWLWH� 7KH 0DQDJHPHQW 5LVN &RPPLWWHH UHYLHZV RSHUDWLRQDO ULVN PDQDJHPHQW UHSRUWV

TXDUWHUO\ DQG GHILQHV DFWLRQ SODQV WR PLQLPL]H PDWHULDO ULVNV WR DFFHSWDEOH OHYHOV� ,Q DGGLWLRQ� WKH 250 GHSDUWPHQW FROODERUDWHV ZLWK WKH &RQGXFW DQG &RPSOLDQFH 'LYLVLRQ WR

HQVXUH HIIHFWLYH LPSOHPHQWDWLRQ RI WKH 250 IUDPHZRUN LQ WKH EXVLQHVV XQLWV DQG VXSSRUW IXQFWLRQV� ,W DOVR ZRUNV FORVHO\ ZLWK WKH EXVLQHVV XQLWV WR PDQDJH RSHUDWLRQDO ULVN EDVHG

RQ�WKH�RXWFRPHV�RI�WKH�PRQLWRULQJ�DFWLYLWLHV�RI�WKH�&RQGXFW�DQG�&RPSOLDQFH�'LYLVLRQ��7KH�250�GHSDUWPHQW�LV�DXGLWHG�UHJXODUO\�E\�WKH�*URXS¶V�LQWHUQDO�DQG�H[WHUQDO�DXGLWRUV�

2SHUDWLRQDO ULVN LV PDQDJHG LQ WKH *URXS DORQJ WKUHH OLQHV RI GHIHQVH� 7KH ILUVW OLQH FRQVLVWV RI WKH EXVLQHVV XQLWV ZKR RZQ DQG DUH GLUHFWO\ UHVSRQVLEOH IRU PDQDJLQJ WKH ULVN�

7KH\ LGHQWLI\ DQG UHSRUW RSHUDWLRQDO ULVNV LQ WKHLU DFWLYLWLHV DQG FRPPXQLFDWH WKHVH ULVNV WR WKH VHFRQG OLQH RI GHIHQVH ZKLFK LQFOXGHV WKH LQGHSHQGHQW ULVN PDQDJHPHQW DQG

FRQWURO IXQFWLRQV� 7KLV OLQH IRUPXODWHV WKH ULVN PDQDJHPHQW SROLFLHV� SURFHVVHV DQG WRROV� DQG SURYLGHV VXSSRUW LQ HQKDQFLQJ DQG PRQLWRULQJ WKH HIIHFWLYHQHVV RI FRQWUROV LQ WKH

EXVLQHVV XQLWV DQG VXSSRUW IXQFWLRQV� ZKLOH WKH WKLUG OLQH RI GHIHQVH� WKH ,QWHUQDO $XGLW GHSDUWPHQW� SURYLGHV LQGHSHQGHQW DVVXUDQFH RQ WKH DGHTXDF\� DSSURSULDWHQHVV DQG

HIIHFWLYHQHVV�RI�WKH�ULVN�PDQDJHPHQW�SROLFLHV�DQG�SURFHVV�RQ�DQ�RQJRLQJ�EDVLV�

7KH *URXS KDV D UREXVW IUDPHZRUN IRU PDQDJLQJ RSHUDWLRQDO ULVN� 7KH IUDPHZRUN GHILQHV WKH FRUH JRYHUQLQJ SULQFLSOHV DQG SURFHVVHV IRU WKH HIIHFWLYH LGHQWLILFDWLRQ�

DVVHVVPHQW� PLWLJDWLRQ� DQG PRQLWRULQJ RI RSHUDWLRQDO ULVNV LQ OLQH ZLWK UHJXODWRU\ UHTXLUHPHQWV DQG LQWHUQDWLRQDO EHVW SUDFWLFHV� 7KH NH\ SURFHVVHV DQG WRROV LQ WKH 250

IUDPHZRUN�LQFOXGH�WKH�IROORZLQJ�

5LVN�DQG�&RQWURO�6HOI�$VVHVVPHQW

7KH *URXS¶V 5LVN DQG &RQWURO 6HOI�$VVHVVPHQW �5&6$� SURJUDP SURYLGHV D VWUXFWXUHG DSSURDFK IRU EXVLQHVV RZQHUV WR LGHQWLI\ PDWHULDO ULVNV LQ WKHLU EXVLQHVV DUHDV� DVVHVV WKH

HIIHFWLYHQHVV RI FRQWUROV LQ PLWLJDWLQJ WKH ULVNV DQG LPSOHPHQW DFWLRQV WR SURDFWLYHO\ DGGUHVV WKH LGHQWLILHG YXOQHUDELOLWLHV� 5&6$ KHOSV VHQLRU PDQDJHPHQW WR DVVHVV WKH RYHUDOO

HIIHFWLYHQHVV�RI�WKH�FRQWURO�HQYLURQPHQW��LPSURYH�ULVN�GHFLVLRQ�PDNLQJ��DQG�RSWLPL]H�FRQWUROV�WR�PHHW�EXVLQHVV�REMHFWLYHV�

7KH�5&6$�LV�DOVR�D�ULFK�VRXUFH�RI�LQIRUPDWLRQ�IRU�GHYHORSLQJ�KHDW�PDSV�WKDW�KLJKOLJKW�WKH�*URXS¶V�DUHDV�RI�YXOQHUDELOLW\��ULVN�FRQFHQWUDWLRQ�DQG�PDWHULDOLW\�

7KH 5&6$ SURJUDP ZDV UHGHVLJQHG DQG HQKDQFHG LQ WKH WKLUG TXDUWHU RI WKH \HDU WR LPSURYH WKH ULVN LGHQWLILFDWLRQ DQG FRQWURO DVVHVVPHQW SURFHVV� HQVXUH RZQHUVKLS RI ULVNV DW

VHQLRU�OHYHOV�ZLWKLQ�WKH�EXVLQHVV��DQG�HQKDQFH�WKH�PRQLWRULQJ�DQG�UHVROXWLRQ�RI�LVVXHV�

5LVN DVVHVVPHQWV RI QHZ DQG H[LVWLQJ SURGXFWV� SURFHVVHV DQG DSSOLFDWLRQV DUH DOVR FRQGXFWHG WR LGHQWLI\ PDWHULDO RSHUDWLRQDO ULVNV DQG HQVXUH DGHTXDF\ DQG HIIHFWLYHQHVV RI

LPSOHPHQWHG�PLWLJDWLQJ�FRQWUROV�

.H\�ULVN�LQGLFDWRUV

7KH *URXS XVHV .H\ 5LVN ,QGLFDWRUV ZKLFK SURYLGH HDUO\ ZDUQLQJ VLJQDOV RI FKDQJHV LQ WKH ULVN SURILOH WR PRQLWRU DQG PLWLJDWH NH\ WKUHDWV WR WKH DFKLHYHPHQW RI VWUDWHJLF JRDOV�

0DWHULDO�EUHDFKHV�DUH�UHSRUWHG�PRQWKO\�DQG�TXDUWHUO\�WR�0DQDJHPHQW�IRU�WLPHO\�UHPHGLDWLRQ�

2SHUDWLRQDO�5LVN�(YHQW�'DWD�&ROOHFWLRQ

7KH *URXS PDLQWDLQV D FRPSUHKHQVLYH LQWHUQDO ORVV GDWDEDVH DOLJQHG ZLWK UHJXODWRU\ DQG %DVHO VWDQGDUGV IRU FROOHFWLQJ� DQDO\]LQJ DQG UHSRUWLQJ RSHUDWLRQDO ULVN HYHQWV DQG

ORVVHV� 7KH GDWD RQ WKH *URXS¶V KLVWRULFDO ORVV H[SHULHQFH SURYLGHV PHDQLQJIXO LQIRUPDWLRQ IRU DVVHVVLQJ WKH H[SRVXUH WR RSHUDWLRQDO ULVN� GHYHORSLQJ ULVN VFHQDULRV� SULRULWL]LQJ

ULVN GHFLVLRQV� DQG LPSOHPHQWLQJ FRQWUROV WR PLWLJDWH ULVNV� 6WULFW UHSRUWLQJ UHTXLUHPHQWV DUH LQ SODFH WR HQVXUH WKDW RSHUDWLRQDO ULVN LQFLGHQWV DUH HVFDODWHG WR UHOHYDQW

VWDNHKROGHUV IRU WLPHO\ GHFLVLRQ PDNLQJ� $GHTXDWH ULVN WUDQVIHU PHFKDQLVPV LQFOXGLQJ LQVXUDQFH DQG RXWVRXUFLQJ DUH LQ SODFH WR PLQLPL]H WKH LPSDFW RI RSHUDWLRQDO ULVN HYHQWV

RQ�WKH�*URXS��7KH�OHVVRQV�OHDUQW�IURP�RSHUDWLRQDO�ULVN�HYHQWV�DQG�ORVVHV�DUH�FRPPXQLFDWHG�DFURVV�WKH�%DQN�DQG�XVHG�LQ�LPSURYLQJ�WKH�FRQWURO�HQYLURQPHQW�

6FHQDULR�$QDO\VLV

7KH 2SHUDWLRQDO 5LVN 0DQDJHPHQW GHSDUWPHQW XWLOL]HV VFHQDULR DQDO\VLV RI WKH *URXS¶V LQWHUQDO KLVWRULFDO ORVVHV DQG PDWHULDO H[WHUQDO ULVN HYHQWV LQ PRGHOOLQJ WDLO ULVN

HYHQWV��GHWHUPLQLQJ�WKH�SRWHQWLDO�LPSDFW�RQ�WKH�RUJDQL]DWLRQ��DQG�SURDFWLYHO\�GHYHORSLQJ�DFWLRQ�SODQV�WR�PLWLJDWH�WKH�ULVNV�

%XVLQHVV�&RQWLQXLW\�0DQDJHPHQW

7KH *URXS REWDLQHG WKH %XVLQHVV &RQWLQXLW\ 0DQDJHPHQW 6\VWHP �%&06� FHUWLILFDWLRQ �,62 ������ ZLWKLQ WKH \HDU LQ OLQH ZLWK LQWHUQDWLRQDO SULQFLSOHV DQG VWDQGDUGV� 7KLV

FHUWLILFDWLRQ LQGLFDWHV WKDW D FRPSUHKHQVLYH %XVLQHVV &RQWLQXLW\ 3ODQ DQG UREXVW UHFRYHU\ SURFHVVHV DQG V\VWHPV DUH LQ SODFH WR EXLOG UHVLOLHQFH� VDIHJXDUG WKH %DQN¶V HPSOR\HHV

DQG DVVHWV� PDLQWDLQ VWUDWHJLF FRPPXQLFDWLRQV� PLQLPL]H VHUYLFH GLVUXSWLRQ DQG ORVVHV� DQG HQVXUH WLPHO\ UHFRYHU\ DQG UHVXPSWLRQ RI RSHUDWLRQV DQG WHFKQRORJ\ LQIUDVWUXFWXUH

LQ WKH HYHQW RI D GLVDVWHU� 7KH %DQN¶V GHGLFDWHG %XVLQHVV &RQWLQXLW\ 0DQDJHU FRRUGLQDWHV WKH DFWLYLWLHV RI WKH %&06 DQG HQVXUHV WKH GHYHORSPHQW� LPSOHPHQWDWLRQ DQG WHVWLQJ RI

WKH�%&3�LV�LQ�OLQH�ZLWK�LQWHUQDWLRQDO�VWDQGDUGV�DQG�EHVW�SUDFWLFHV�

7KH 2SHUDWLRQDO 5LVN 0DQDJHPHQW IUDPHZRUN LV VXSSRUWHG E\ RWKHU GHSDUWPHQWDO SROLFLHV DQG SURFHGXUHV WKDW JXLGH WKH GDLO\ DFWLYLWLHV RI WKH EXVLQHVV XQLWV DQG IXQFWLRQV DQG

HQVXUH DGHTXDWH FRQWUROV DUH LPSOHPHQWHG WR PLWLJDWH ULVNV� 7KH SROLFLHV DQG SURFHGXUHV DUH UHJXODUO\ UHYLHZHG DQG XSGDWHG� DQG WKH SURFHVVHV UHGHVLJQHG RU DXWRPDWHG ZKHUH

UHTXLUHG��WR�LPSURYH�RSHUDWLRQDO�HIILFLHQF\�DQG�WKH�HIIHFWLYHQHVV�RI�FRQWUROV�DFURVV�WKH�%DQN�

3HULRGLF UHSRUWV RQ WKH LGHQWLILHG RSHUDWLRQDO ULVNV DUH FLUFXODWHG WR WKH UHOHYDQW VWDNHKROGHUV IRU WLPHO\ UHPHGLDWLRQ RI LVVXHV� HQKDQFHPHQW RI FRQWUROV DQG WR LQFUHDVH

DZDUHQHVV�RI�RSHUDWLRQDO�ULVN�DFURVV�WKH�%DQN�
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����'HFHPEHU�����

1DWXUH�RI�LWHP
FDSLWDO FKDUJH

IDFWRU
)LUVW�\HDU 6HFRQG�\HDU 7KLUG�\HDU

$JJUHJDWH *URVV ,QFRPH

�\HDUV���WR���
&DSLWDO�FKDUJHV

��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ�

%DVLF�,QGLFDWRU�$SSURDFK��%,$�

*URVV�,QFRPH ��� ����������������� ����������������� ����������������� ���������������������������������� ������������������������
1XPEHU�RI�\HDUV�ZLWK�SRVLWLYH�DQQXDO�JURVV�LQFRPH ������������������������������
0HDQ�$YHUDJH�RI�$JJUHJDWH�&DSLWDO ������������������������

&DOLEUDWHG�5LVN�:HLJKWHG�$PRXQW��%,$� ����������������������

�J� 2SHUDWLRQDO�5LVN�0DQDJHPHQW���FRQWLQXHG

���'HFHPEHU�����

1DWXUH�RI�LWHP
FDSLWDO FKDUJH

IDFWRU
)LUVW�\HDU 6HFRQG�\HDU 7KLUG�\HDU

$JJUHJDWH *URVV ,QFRPH

�\HDUV���WR���
&DSLWDO�FKDUJHV

��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ�

%DVLF�,QGLFDWRU�$SSURDFK��%,$�

*URVV�,QFRPH ���� ����������������� ����������������� ����������������� ���������������������������������� ������������������������
1XPEHU�RI�\HDUV�ZLWK�SRVLWLYH�DQQXDO�JURVV�LQFRPH ������������������������������
0HDQ�$YHUDJH�RI�$JJUHJDWH�&DSLWDO ������������������������
&DOLEUDWHG�5LVN�:HLJKWHG�$PRXQW��%,$� ����������������������

�K� &DSLWDO�PDQDJHPHQW

�D� 5HJXODWRU\�FDSLWDO

�K� &DSLWDO�PDQDJHPHQW

�D� 5HJXODWRU\�FDSLWDO

�E� &DSLWDO�$GHTXDF\�5DWLR

���&ROOHFWLYH�LPSDLUPHQW�RQ�ORDQV�DQG�UHFHLYDEOHV�DQG�RWKHU�ILQDQFLDO�DVVHWV�

���2WKHU�&RPSUHKHQVLYH�,QFRPH��2&,��5HVHUYHV�ZLOO�EH�UHFRJQL]HG�DV�SDUW�RI�7LHU���FDSLWDO�VXEMHFW�WR��WKH�OLPLWV�VHW�LQ�SDUDJUDSK�����RI�WKH�&%1�*XLGDQFH��DQG

���1RWHV�RQ�WKH�&DOFXODWLRQ�RI�5HJXODWRU\�&DSLWDO

,Q�DFFRUGDQFH�ZLWK�&HQWUDO�%DQN�RI�1LJHULD�UHJXODWLRQV��D�PLQLPXP�WKUHVKROG�RI�����LV�WR�EH�PDLQWDLQHG�ZKHQ�FRPSXWLQJ�WKH�UDWLR�TXDOLI\LQJ�FDSLWDO�WR�ULVN�ZHLJKWHG�DVVHWV�

7KH FDSLWDO DGHTXDF\ FRPSXWDWLRQ IRU WKH \HDU HQGHG �� 'HFHPEHU ���� LV LQ OLQH ZLWK UHYLVHG JXLGDQFH QRWHV RQ LPSOHPHQWDWLRQ DQG WKH UHSRUWLQJ WHPSODWH IRU FDSLWDO

DGHTXDF\ UDWLR LVVXHG E\ &HQWUDO %DQN RI 1LJHULD� UHIHUHQFHG %6'�',5�*(1�%$6������� DQG GDWHG �� -XQH ����� 7KH FRPSXWDWLRQV DUH FRQVLVWHQW ZLWK WKH UHTXLUHPHQWV RI

3LOODU , RI %DVHO ,, $FFRUG �,QWHUQDWLRQDO &RQYHUJHQFH RI &DSLWDO 0HDVXUHPHQW DQG &DSLWDO 6WDQGDUGV�� $OWKRXJK WKH JXLGHOLQHV FRPSO\ ZLWK WKH UHTXLUHPHQWV RI WKH %DVHO ,,

DFFRUGV��FHUWDLQ�VHFWLRQV�ZHUH�DGMXVWHG�WR�UHIOHFW�WKH�SHFXOLDULWLHV�RI�WKH�1LJHULDQ�HQYLURQPHQW�

6WHUOLQJ�%DQN��LQ�OLQH�ZLWK�WKH�GLUHFWLYHV�IURP�WKH�&HQWUDO�%DQN�RI�1LJHULD��&%1���KDV�DGRSWHG�WKH�IROORZLQJ�DSSURDFKHV�IRU�LWV�3LOODU���FDSLWDO�FDOFXODWLRQV�

���&UHGLW�5LVN�±�6WDQGDUGLVHG�$SSURDFK

���0DUNHW�5LVN�±�6WDQGDUGLVHG�$SSURDFK

���2SHUDWLRQDO�5LVN�±�%DVLF�LQGLFDWRU�DSSURDFK��ZKLFK�LV�����RI�WKH�DYHUDJH�JURVV�LQFRPH�IRU�WKH�SDVW���\HDU�

9DULRXV�OLPLWV�DUH�DSSOLHG�WR�HOHPHQWV�RI�WKH�FDSLWDO�EDVH��7KH�TXDOLI\LQJ�7LHU���FDSLWDO�LV�OLPLWHG�WR�������RI�7LHU���FDSLWDO�

%DQNLQJ RSHUDWLRQV DUH FDWHJRULVHG PDLQO\ DV WUDGLQJ ERRN RU EDQNLQJ ERRN� DQG ULVN�ZHLJKWHG DVVHWV DUH GHWHUPLQHG DFFRUGLQJ WR VSHFLILHG UHTXLUHPHQWV WKDW VHHN WR UHIOHFW WKH

YDU\LQJ�OHYHOV�RI�ULVN�DWWDFKHG�WR�DVVHWV�

���5HJXODWRU\�5LVN�5HVHUYH�FUHDWHG�SXUVXDQW�WR�6HFWLRQ�������D��RI�WKH�3UXGHQWLDO�*XLGHOLQHV�

7KH &%1 LQ LWV FLUFXODU %6'�',5�*(1�/$%������� HIIHFWLYH � $XJXVW ���� LQIRUPV EDQNV RQ WKH H[FOXVLRQ RI WKH IROORZLQJ UHVHUYHV LQ WKH FRPSXWDWLRQ RI WRWDO TXDOLI\LQJ

FDSLWDO�

7KH�%DQN¶V�UHJXODWRU\�FDSLWDO�LV�DQDO\VHG�LQWR�WZR�WLHUV�

7LHU � FDSLWDO� ZKLFK LQFOXGHV RUGLQDU\ VKDUH FDSLWDO� VKDUH SUHPLXP� UHWDLQHG HDUQLQJV� DQG LQWDQJLEOH DVVHWV� DQG RWKHU UHJXODWRU\ DGMXVWPHQWV UHODWLQJ WR LWHPV WKDW DUH

LQFOXGHG�LQ�HTXLW\�EXW�DUH�WUHDWHG�GLIIHUHQWO\�IRU�FDSLWDO�DGHTXDF\�SXUSRVHV�

7LHU � FDSLWDO� ZKLFK LQFOXGHV TXDOLI\LQJ VXERUGLQDWHG OLDELOLWLHV� DOORZDQFHV DQG WKH HOHPHQW RI WKH IDLU YDOXH UHVHUYH UHODWLQJ WR XQUHDOLVHG JDLQV RQ HTXLW\ LQVWUXPHQWV FODVVLILHG

DV�DYDLODEOH�IRU�VDOH�

7KH &HQWUDO %DQN RI 1LJHULD� VHWV DQG PRQLWRUV FDSLWDO UHTXLUHPHQWV IRU WKH %DQN� 7KH EDQNLQJ RSHUDWLRQV DUH GLUHFWO\ VXSHUYLVHG E\ WKH &HQWUDO %DQN RI 1LJHULD� ,Q LPSOHPHQWLQJ

FXUUHQW�FDSLWDO�UHTXLUHPHQWV��WKH�&HQWUDO�%DQN�RI�1LJHULD�UHTXLUHV�WKH�%DQN�WR�PDLQWDLQ�D�����PLQLPXP�UDWLR�IRU�WRWDO�FDSLWDO�WR�WRWDO�ULVN�ZHLJKWHG�DVVHWV�

2SHUDWLRQDO�5LVN�&DSLWDO�&KDUJH

7KH�%DQN�XVHV�WKH�%DVLF�,QGLFDWRU�$SSURDFK�IRU�FRPSXWLQJ�WKH�FDSLWDO�FKDUJH�IRU�RSHUDWLRQDO�ULVN�LQ�OLQH�ZLWK�UHJXODWRU\�UHTXLUHPHQWV�

ϭϴϱ
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127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

�K� &DSLWDO�PDQDJHPHQW���FRQWLQXHG

�E� &DSLWDO�$GHTXDF\�5DWLR���FRQWLQXHG
*URXS *URXS %DQN %DQN

&RQVWLWXHQWV�RI�&DSLWDO ���� ���� ���� ����
7LHU���FDSLWDO 1RWH ��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ� ��1
PLOOLRQ�

3DLG��XS�VKDUH�FDSLWDO �� ������ ������ ������ ������
6KDUH�SUHPLXP ������ ������ ������ ������
*HQHUDO�UHVHUYH��5HWDLQHG�HDUQLQJV� ������� ����� ������� �����
60((,6�UHVHUYH ��� ��� ��� ���
$*60(,6�UHVHUYH ��� � ��� �
6WDWXWRU\�UHVHUYH ������ ������ ������ ������
2WKHU�UHVHUYHV ����� ����� ����� �����
7LHU���&DSLWDO�%HIRUH�5HJXODWRU\�'HGXFWLRQ ������ ������ ������ ������

5HJXODWRU\�'HGXFWLRQ
'HIHUUHG�WD[�DVVHW ������� ������� ������� �������
2WKHU�LQWDQJLEOH�DVVHWV ������� ������� ������� �������
7RWDO�5HJXODWRU\�'HGXFWLRQ ������� ������� ������� �������

7LHU���&DSLWDO�DIWHU�5HJXODWRU\�'HGXFWLRQ ������ ������ ������ ������

7LHU���FDSLWDO��,QVWUXPHQWV�	�5HVHUYHV
6XE��RUGLQDWHG�GHEW� ������ ����� ������ �����
2WKHU�&RPSUHKHQVLYH�,QFRPH ������� ������� ������� �������
(OLJLEOH�7LHU���&DSLWDO ������ ����� ������ �����

7RWDO�UHJXODWRU\�FDSLWDO ������ ������ ������ ������

5LVN�ZHLJKWHG�DVVHWV ������� ������� ������� �������

7RWDO�WLHU���DQG�WLHU���FDSLWDO�H[SUHVVHG�DV�D�SHUFHQWDJH�RI
ULVN�ZHLJKWHG�DVVHWV ������ ������ ������ ������

5HFRJQLWLRQ�RI�FDSLWDO�LQVWUXPHQW�LQ�7LHU���FDSLWDO�LQ�LWV�ILQDO�ILYH�\HDUV�WR�PDWXULW\�LV�DPRUWL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV�E\�����SHU�DQQXP�

ϭϴϲ
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

�K� &DSLWDO�PDQDJHPHQW���FRQWLQXHG

�E� &DSLWDO�$GHTXDF\�5DWLR���FRQWLQXHG

'HVFULSWLRQ�RI�7LHU���&DSLWDO��6XE�RUGLQDWHG�GHEW�

3DUWLFXODUV 3ODFH
,VVXH�GDWH 'DWH�RI�PDWXULW\ &RXSRQ�UDWH 1
PLOOLRQ

1RQ��FRQYHUWLEOH�GHEHQWXUH�VWRFN 1LJHULD ���$XJXVW����� ���$XJXVW����� ������ ��������������������������

1RQ��FRQYHUWLEOH�GHEHQWXUH�VWRFN 1LJHULD ��2FWREHU����� ��2FWREHU����� ������ �������������������������

,QWHUQDO�&DSLWDO�$GHTXDF\�$VVHVVPHQW�3URFHVV��,&$$3��

7KH %DQN KDV D FDSLWDO PDQDJHPHQW SURFHVV LQ SODFH WR PHDVXUH� GHSOR\ DQG PRQLWRU LWV DYDLODEOH FDSLWDO DQG DVVHVV LWV DGHTXDF\� 7KH IUDPHZRUN

LQFOXGHV D FRPSUHKHQVLYH LQWHUQDO FDSLWDO DGHTXDF\ DVVHVVPHQW SURFHVV �,&$$3� FRQGXFWHG DQQXDOO\ ZKLFK GHWHUPLQHV WKH DGHTXDWH OHYHO RI FDSLWDOL]DWLRQ

IRU�WKH�EDQN�WR�PHHW�UHJXODWRU\�UHTXLUHPHQWV�IRU�FXUUHQW�DQG�IXWXUH�EXVLQHVV�QHHGV��LQFOXGLQJ�XQGHU�VWUHVV�VFHQDULRV��7KH�IUDPHZRUN�KDV�EHHQ�VWUXFWXUHG

LQ OLQH ZLWK &%1 UHTXLUHPHQWV WR LGHQWLI\ WKH ULVNV LQKHUHQW LQ WKH %DQN¶V EXVLQHVV DQG VHWV RXW WKH %DQN¶V SKLORVRSK\� SURFHVVHV� DQG WHFKQLTXHV IRU

PDQDJLQJ ULVNV DFURVV WKH %DQN� )XUWKHUPRUH� LW GHVFULEHV WKH FRQWUROV PDQDJHPHQW KDV LPSOHPHQWHG WR UHGXFH WKH OLNHOLKRRG RI RFFXUUHQFH DQG

PLQLPL]H WKH WKH LPSDFW RI ULVN HYHQWV RQ WKH EXVLQHVV DQG LQFOXGHV LQIRUPDWLRQ RQ WKH %DQN¶V JRYHUQDQFH VWUXFWXUH� DQG SROLFLHV WKDW VXSSRUW ULVN DQG

FDSLWDO�PDQDJHPHQW�V\VWHPV�
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�K� &DSLWDO�PDQDJHPHQW���FRQWLQXHG

�E� &DSLWDO�$GHTXDF\�5DWLR���FRQWLQXHG

,QWHUQDO�&DSLWDO�$GHTXDF\�$VVHVVPHQW�3URFHVV��,&$$3��

5LVN�:HLJKWHG�$VVHWV�DQG�&DSLWDO�5HTXLUHPHQW�SHU�&UHGLW�([SRVXUH

6�1 ([SRVXUH 5LVN�:HLJKWHG�$VVHWV &DSLWDO�UHTXLUHPHQWV

� &UHGLW�5VLN �1
PLOOLRQ� �1
PLOOLRQ�
���� 6RYHUHLJQ
���� 3XEOLF�6HFWRU�(QWLWLHV ����� ���
���� 6WDWH�DQG�/RFDO�*RYHUQPHQW ������ �����
���� 0XOWLODWHUDO�'HYHORSPHQW�%DQN � �
���� 6XSHUYLVHG�,QVWLWXWLRQV ����� ���
���� &RUSRUDWH�DQG�2WKHU�3HUVRQV ������� ������
���� 5HJXODWRU\�5HWDLO�3RUWIROLR ����� ���
���� 6HFXUHG�E\�0RUWJDJHV�RQ�5HVLGHQWLDO�3URSHUWLHV ������ �����

����

([SRVXUHV�6HFXUHG�E\�0RUWJDJHV�RQ�&RPPHUFLDO

5HDO�(VWDWHV ������ �����
���� 3DVW�'XH ������ �����
���� +LJKHU�5LVN�([SRVXUHV ����� ���
���� 2WKHU�%DODQFH�6KHHW�([SRVXUHV ������ �����
���� 2II�%DODQFH�6KHHW�([SRVXUHV ����� ���
���� 5HJXODWRU\�$GMXVWPHQW �������� �

� 0DUNHW�ULVN

���� ,QWHUHVW�5DWH�5LVN ��� ��
���� )RUHLJQ�([FKDQJH�5LVN ����� ���

� 2SHUDWLRQDO�ULVN
���� %DVLF�,QGLFDWRU�$SSURDFK ������� ������

� &DSLWDO�$GHTXDF\�5DWLR

���� 7LHU���&DSLWDO�$GHTXDF\�5DWLR ������

���� 7RWDO�&DSLWDO�$GHTXDF\�5DWLR ������

ϭϴϴ
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�� �)LQDQFLDO�ULVN�PDQDJHPHQW���FRQWLQXHG

�K� &DSLWDO�PDQDJHPHQW���FRQWLQXHG

�LLL� &DSLWDO�DOORFDWLRQ

�� 0DWXULW\�$QDO\VLV�RI�$VVHWV�DQG�/LDELOLWLHV

���*URXS

/HVV�WKDQ �0RUH�WKDQ 7RWDO
0DWXULW\�DQDO\VLV�RI�DVVHWV�DQG�OLDELOLWLHV ��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV
$VVHWV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������ � � � ������ �������
'XH�IURP�EDQNV ������ � � � � ������
3OHGJHG�DVVHWV ����� � ����� � ����� ������
/RDQV�DQG�DGYDQFHV�WR�&XVWRPHUV ������ ������ ������ ������� ������� �������
,QYHVWPHQW�LQ�VHFXULWLHV�� �
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV ����� ����� � � � �����
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH ������ ������ ��� ������ ������ �������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH � � � ����� �����
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW � � ����� ������ ������ �������
2WKHU�DVVHWV � � � ������ � ������

3URSHUW\��SODQW�DQG�HTXLSPHQW � � ����� ����� ����� ������
,QWDQJLEOH�DVVHWV � � � ����� � �����
'HIHUUHG�WD[�DVVHWV � � � � ����� �����
1RQ�FXUUHQW�DVVHWV�KHOG�IRU�VDOH � � ����� � � �����
7RWDO ������� ������ ������� ������� ������� ���������

7KH DOORFDWLRQ RI FDSLWDO EHWZHHQ VSHFLILF RSHUDWLRQV DQG DFWLYLWLHV LV� WR D ODUJH H[WHQW� GULYHQ E\ RSWLPLVDWLRQ RI WKH UHWXUQ DFKLHYHG RQ WKH FDSLWDO

DOORFDWHG� 7KH DPRXQW RI FDSLWDO DOORFDWHG WR HDFK RSHUDWLRQ RU DFWLYLW\ LV EDVHG SULPDULO\ XSRQ WKH UHJXODWRU\ FDSLWDO� EXW LQ VRPH FDVHV WKH UHJXODWRU\

UHTXLUHPHQWV GR QRW UHIOHFW IXOO\ WKH YDU\LQJ GHJUHH RI ULVN DVVRFLDWHG ZLWK GLIIHUHQW DFWLYLWLHV� ,Q VXFK FDVHV WKH FDSLWDO UHTXLUHPHQWV PD\ EH IOH[HG WR

UHIOHFW GLIIHULQJ ULVN SURILOHV� VXEMHFW WR WKH RYHUDOO OHYHO RI FDSLWDO WR VXSSRUW D SDUWLFXODU RSHUDWLRQ RU DFWLYLW\ QRW IDOOLQJ EHORZ WKH PLQLPXP UHTXLUHG IRU

UHJXODWRU\�SXUSRVHV�

$OWKRXJK PD[LPLVDWLRQ RI WKH UHWXUQ RQ ULVN�DGMXVWHG FDSLWDO LV WKH SULQFLSDO EDVLV XVHG LQ GHWHUPLQLQJ KRZ FDSLWDO LV DOORFDWHG ZLWKLQ WKH %DQN WR SDUWLFXODU

RSHUDWLRQV RU DFWLYLWLHV� LW LV QRW WKH VROH EDVLV XVHG IRU GHFLVLRQ PDNLQJ� $FFRXQW DOVR LV WDNHQ RI V\QHUJLHV ZLWK RWKHU RSHUDWLRQV DQG DFWLYLWLHV� WKH

DYDLODELOLW\�RI�PDQDJHPHQW�DQG�RWKHU�UHVRXUFHV��DQG�WKH�ILW�RI�WKH�DFWLYLW\�ZLWK�WKH�%DQN¶V�ORQJHU�WHUP�VWUDWHJLF�REMHFWLYHV�

7KH�WDEOH�EHORZ�VKRZV�DQ�DQDO\VLV�RI�DVVHWV�DQG�OLDELOLWLHV�DQDO\VHG�DFFRUGLQJ�WR�ZKHQ�WKH\�DUH�H[SHFWHG�WR�EH�UHFRYHUHG�RU�VHWWOHG�DV�DW����'HFHPEHU�����

ϭϴϵ
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�� 0DWXULW\�$QDO\VLV�RI�$VVHWV�DQG�/LDELOLWLHV��FRQWLQXHG
Ͳ��'ƌŽƵƉ

/HVV�WKDQ�

PRQWKV ����PRQWKV �����PRQWKV ������\HDUV

0RUH�WKDQ��

\HDUV 7RWDO
/LDELOLWLHV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

'HSRVLWV�IURP�FXVWRPHUV ������� ������ ������ ������� ������� �������
'HEWV�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ������ ������ ������ ������ ������ �������
&XUUHQW�LQFRPH�WD[�OLDELOLWLHV � � � ��� � ���
2WKHU�OLDELOLWLHV � � � ������ � ������
3URYLVLRQV � � � ��� � ���

7RWDO ������� ������ ������ ������� ������� ���������

1HW ��������� ������� ������ ������� ������� ������

���'HFHPEHU�����
&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������ � � � ������ �������
'XH�IURP�EDQNV ������ � � � � ������
3OHGJHG�DVVHWV ����� ����� ����� ������ ������ �������
/RDQV�DQG�DGYDQFHV�WR�&XVWRPHUV ������� ������ ������ ������� ������� �������
,QYHVWPHQW�LQ�VHFXULWLHV ������ ������ ������ ����� ����� �������
2WKHU�DVVHWV � � � ������ � ������
3URSHUW\��SODQW�DQG�HTXLSPHQW � � � ������ � ������

,QWDQJLEOH�DVVHWV � � � ����� � �����
'HIHUUHG�WD[�DVVHWV � � � � ����� �����
7RWDO ������� ������ ������ ������� ������� ���������

'HSRVLWV�IURP�EDQN ������ � � � � ������
'HSRVLWV�IURP�FXVWRPHUV ������� ������ ����� ������� ����� �������
'HEWV�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ������� � � ������ ������ �������
&XUUHQW�LQFRPH�WD[�OLDELOLWLHV ��� � � � � ���
2WKHU�OLDELOLWLHV � ������ � � � ������
3URYLVLRQV � � � ��� � ���
7RWDO ������� ������ ����� ������� ������ �������

Ͳ
1HW ��������� �������� ������ ������ ������ �������

ϭϵϬ
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�� 0DWXULW\�$QDO\VLV�RI�$VVHWV�DQG�/LDELOLWLHV��FRQWLQXHG

Ͳ���ĂŶŬ

0DWXULW\�DQDO\VLV�RI�DVVHWV�DQG�OLDELOLWLHV /HVV�WKDQ �0RUH�WKDQ 7RWDO
��PRQWKV ����PRQWKV �����PRQWKV ������\HDUV ��\HDUV

$VVHWV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������ � � � ������ �������
'XH�IURP�EDQNV ������ � � � � ������
3OHGJHG�DVVHWV ����� � ����� � ����� ������
/RDQV�DQG�DGYDQFHV�WR�&XVWRPHUV ������ ������ ������ ������� ������� �������
,QYHVWPHQW�LQ�VHFXULWLHV��
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV ����� ����� � � � �����
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH ������ ������ ��� ������ ������ �������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK�RWKHU

FRPSUHKHQVLYH�LQFRPH � ����� �����
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW � � ����� ������ ������ �������
,QYHVWPHQW�LQ�VXEVLGLDU\ � � � � � �
2WKHU�DVVHWV � � ������ � ������

3URSHUW\��SODQW�DQG�HTXLSPHQW � � ����� ����� ����� ������
,QWDQJLEOH�DVVHWV � � � ����� � �����
'HIHUUHG�WD[�DVVHWV � � � � ����� �����
1RQ�FXUUHQW�DVVHWV�KHOG�IRU�VDOH � � ����� � � �����

7RWDO ������� ������ ������� ������� ������� ���������

'HSRVLWV�IURP�FXVWRPHUV ������� ������ ������ ������� ϭϯϴ͕ϱϬϮ �������
'HEWV�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ������ ������ ������ ������ Ϯϴ͕ϴϰϭ �������
&XUUHQW�LQFRPH�WD[�OLDELOLWLHV � � � ��� � ���
2WKHU�OLDELOLWLHV � � � ������ � ������
3URYLVLRQV � � � ��� � ���
7RWDO ������� ������ ������ ������� ������� �������

1HW ��������� ������� ������ ������� ������� ������

7KH�WDEOH�EHORZ�VKRZV�DQ�DQDO\VLV�RI�DVVHWV�DQG�OLDELOLWLHV�DQDO\VHG�DFFRUGLQJ�WR�ZKHQ�WKH\�DUH�H[SHFWHG�WR�EH�UHFRYHUHG�RU�VHWWOHG�DV�DW����'HFHPEHU�����

ϭϵϭ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� 0DWXULW\�$QDO\VLV�RI�$VVHWV�DQG�/LDELOLWLHV��FRQWLQXHG

%DQN

���'HFHPEHU����� /HVV�WKDQ �0RUH�WKDQ
��PRQWKV ��\HDUV

0DWXULW\�DQDO\VLV�RI�DVVHWV�DQG�OLDELOLWLHV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI�1LJHULD ������ � � � ������ �������
'XH�IURP�EDQNV ������ � � � � ������
3OHGJHG�DVVHWV ����� ����� ����� ������ ������ �������
/RDQV�DQG�DGYDQFHV�WR�&XVWRPHUV ������� ������ ������ ������� ������� �������
,QYHVWPHQW�LQ�VHFXULWLHV ������ ������ ������ ����� ����� �������
,QYHVWPHQW�LQ�VXEVLGLDU\ � � � � � �
2WKHU�DVVHWV � � � ������ � ������
3URSHUW\��SODQW�DQG�HTXLSPHQW � � � ������ � ������

,QWDQJLEOH�DVVHWV � � � ����� � �����
'HIHUUHG�WD[�DVVHWV � � � � ����� �����
7RWDO ������� ������ ������ ������� ������� ���������

'HSRVLWV�IURP�%DQN ������ � � � � ������
'HSRVLWV�IURP�FXVWRPHUV ������� ������ ����� ������� Ϯ͕ϰϮϭ �������
'HEWV�LVVXHG�DQG�RWKHU�ERUURZHG�IXQGV ������� � � ������ ϳϵ͕ϳϮϱ �������
&XUUHQW�LQFRPH�WD[�OLDELOLWLHV ��� � � � � ���
2WKHU�OLDELOLWLHV � ������ � � � ������
3URYLVLRQV � � � ��� � ���
7RWDO ������� ������ ����� ������� ������ �������

Ͳ

1HW ��������� �������� ������ ������ ������� �������

����PRQWKV �����PRQWKV ������\HDUV 7RWDO

ϭϵϮ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� )DLU�9DOXH�RI�ILQDQFLDO�LQVWUXPHQWV��FRQWLQXHG

/HYHO�� /HYHO�� /HYHO�� 7RWDO
$VVHWV�PHDVXUHG�DW�IDLU�YDOXH 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

�3OHGJHG�DVVHWV�±�)92&, ���� ����� �����

'HEW�LQVWUXPHQW�DW�)973/ ���D� ����� �����

'HEW�LQVWUXPHQW�PHDVXUHG�DW�)92&, ���F�� ������� �������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ����� �����

$VVHWV�IRU�ZKLFK�IDLU�YDOXH�DUH�GLVFORVHG �

'XH�IURP�EDQNV � �

3OHGJHG�DVVHWV�DW�$PRUWLVHG�FRVW ����� �����

/RDQV�DQG�DGYDQFHV ������� �������

'HEW�LQVWUXPHQW�DW�$PRUWLVHG�FRVW ������ ������

/LDELOLWLHV�IRU�ZKLFK�IDLU�YDOXHV�DUH�GLVFORVHG� �

'HSRVLWV�IURP�FXVWRPHUV ������� �������

2WKHU�ERUURZHG�IXQGV ������� �������

'HEW�VHFXULWLHV�LVVXHG ������ ������

$VVHWV�PHDVXUHG�DW�IDLU�YDOXH
�3OHGJHG�DVVHWV�±�$YDLODEOH�IRU�VDOH ���� � ������ � ������

�)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ ���D� � ����� � �����

)LQDQFLDO�DVVHWV�DYDLODEOH�IRU�VDOH ���H�� � ������ � ������

$VVHWV�IRU�ZKLFK�IDLU�YDOXH�DUH�GLVFORVHG
'XH�IURP�EDQNV � ������ � ������

3OHGJHG�DVVHWV�KHOG�WR�PDWXULW\ � ������ � ������

/RDQV�DQG�DGYDQFHV � ������� � �������

+HOG�WR�PDWXULW\ � ������ � ������

/LDELOLWLHV�IRU�ZKLFK�IDLU�YDOXHV�DUH�GLVFORVHG�
'HSRVLWV�IURP�FXVWRPHUV � ������� � �������

2WKHU�ERUURZHG�IXQGV � ������� � �������

'HEW�VHFXULWLHV�LVVXHG � ������ � ������

7KH *URXS¶V DFFRXQWLQJ SROLF\ RQ IDLU YDOXH PHDVXUHPHQWV LV GLVFXVVHG XQGHU QRWH ������� 7KH *URXS PHDVXUHV IDLU

YDOXHV�XVLQJ�WKH�IROORZLQJ�IDLU�YDOXH�KLHUDUFK\�WKDW�UHIOHFWV�WKH�QDWXUH�DQG�SURFHVV�XVHG�LQ�PDNLQJ�WKH�PHDVXUHPHQWV�

/HYHO����4XRWHG�PDUNHW�SULFH��XQDGMXVWHG��LQ�DQ�DFWLYH�PDUNHW�IRU�DQ�LGHQWLFDO�LQVWUXPHQW�

/HYHO �� 9DOXDWLRQ WHFKQLTXHV EDVHG RQ REVHUYDEOH LQSXWV� HLWKHU GLUHFWO\ �L�H�� DV SULFHV� RU LQGLUHFWO\ �L�H�� GHULYHG

IURP SULFHV�� 7KLV FDWHJRU\ LQFOXGHV LQVWUXPHQWV YDOXHG XVLQJ� TXRWHG PDUNHW SULFHV LQ DFWLYH PDUNHWV IRU VLPLODU

LQVWUXPHQWV� TXRWHG SULFHV IRU LGHQWLFDO RU VLPLODU LQVWUXPHQWV LQ PDUNHWV WKDW DUH FRQVLGHUHG OHVV WKDQ DFWLYH� RU

RWKHU�YDOXDWLRQ�WHFKQLTXHV�ZKHUH�DOO�VLJQLILFDQW�LQSXWV�DUH�GLUHFWO\�RU�LQGLUHFWO\�REVHUYDEOH�IURP�PDUNHW�GDWD�

/HYHO �� 9DOXDWLRQ WHFKQLTXHV XVLQJ LQSXWV WKDW DUH QRW EDVHG RQ REVHUYDEOH PDUNHW GDWD� L�H�� XQREVHUYDEOH LQSXWV�

7KLV FDWHJRU\ LQFOXGHV DOO LQVWUXPHQWV ZKHUH WKH YDOXDWLRQ WHFKQLTXH LQFOXGHV LQSXWV QRW EDVHG RQ REVHUYDEOH GDWD

DQG WKH XQREVHUYDEOH LQSXWV FRXOG KDYH D VLJQLILFDQW HIIHFW RQ WKH LQVWUXPHQW¶V YDOXDWLRQ� 7KLV FDWHJRU\ LQFOXGHV

LQVWUXPHQWV WKDW DUH YDOXHG EDVHG RQ TXRWHG SULFHV IRU VLPLODU LQVWUXPHQWV ZKHUH VLJQLILFDQW XQREVHUYDEOH

DGMXVWPHQWV�RU�DVVXPSWLRQV�DUH�UHTXLUHG�WR�UHIOHFW�GLIIHUHQFHV�EHWZHHQ�WKH�LQVWUXPHQWV�

)DLU�YDOXH�PHDVXUHPHQW�KLHUDUFK\�IRU�DVVHWV�	�OLDELOLWLHV�DV�DW�����'HFHPEHU�����
�����*5283

������'HFHPEHU�����

ϭϵϯ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� )DLU�9DOXH�RI�ILQDQFLDO�LQVWUXPHQWV��FRQWLQXHG

/HYHO�� /HYHO�� /HYHO�� 7RWDO
$VVHWV�PHDVXUHG�DW�IDLU�YDOXH 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

�3OHGJHG�DVVHWV�±�)92&, ���� ����� �����

'HEW�LQVWUXPHQW�DW�)973/ ���D� ����� �����

'HEW�LQVWUXPHQW�PHDVXUHG�DW�)92&, ���F�� ������� �������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ����� �����

$VVHWV�IRU�ZKLFK�IDLU�YDOXH�DUH�GLVFORVHG
'XH�IURP�EDQNV �

3OHGJHG�DVVHWV�DW�$PRUWLVHG�FRVW ����� �����

/RDQV�DQG�DGYDQFHV ������� �������

'HEW�LQVWUXPHQW�DW�$PRUWLVHG�FRVW ������ ������

/LDELOLWLHV�IRU�ZKLFK�IDLU�YDOXHV�DUH�GLVFORVHG�
'HSRVLWV�IURP�FXVWRPHUV ������� �������

2WKHU�ERUURZHG�IXQGV ������� �������

'HEW�VHFXULWLHV�LVVXHG ������ ������

$VVHWV�PHDVXUHG�DW�IDLU�YDOXH

�3OHGJHG�DVVHWV�±�$YDLODEOH�IRU�VDOH ���� � ������ � ������

�)LQDQFLDO�DVVHWV�KHOG�IRU�WUDGLQJ ���D� � ����� � �����

)LQDQFLDO�DVVHWV�DYDLODEOH�IRU�VDOH ���H�� � ������ � ������

$VVHWV�IRU�ZKLFK�IDLU�YDOXH�DUH�GLVFORVHG
'XH�IURP�EDQNV � ������ � ������

3OHGJHG�DVVHWV�KHOG�WR�PDWXULW\ � ������ � ������

/RDQV�DQG�DGYDQFHV � ������� � �������

+HOG�WR�PDWXULW\ � ������ � ������

/LDELOLWLHV�IRU�ZKLFK�IDLU�YDOXHV�DUH�GLVFORVHG�
'HSRVLWV�IURP�FXVWRPHUV � ������� � �������

2WKHU�ERUURZHG�IXQGV � ������� � �������

'HEW�VHFXULWLHV�LVVXHG � ������ � ������

�����'HFHPEHU�����

)DLU�YDOXH�PHDVXUHPHQW�KLHUDUFK\�IRU�DVVHWV�	�OLDELOLWLHV�DV�DW����'HFHPEHU�����

�����%$1.

ϭϵϰ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� )DLU�9DOXH�RI�ILQDQFLDO�LQVWUXPHQWV���FRQWLQXHG

*URXS

���� ���� ���� ����
)LQDQFLDO�DVVHWV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI

1LJHULD ������� ������� ������� �������
'XH�IURP�EDQNV ������ ������ ������ ������
3OHGJHG�DVVHWV ������ ������� ������ �������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������� ������� ������� �������
,QYHVWPHQW�LQ�VHFXULWLHV�
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK

SURILW�RU�ORVV ����� �����
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ������� �������
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH

WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH ����� �����
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ������� ������
�������+HOG�IRU�WUDGLQJ ����� �����
�������$YDLODEOH�IRU�VDOH ������ ������
�������+HOG�WR�PDWXULW\ ������ ������
7RWDO ��������� ��������� ��������� ���������

)LQDQFLDO�OLDELOLWLHV
'HSRVLWV�IURP�EDQNV � ������ � ������
'HSRVLWV�IURP�FXVWRPHUV ������� ������� ������� �������
2WKHU�ERUURZHG�IXQGV ������� ������� ������� �������
'HEW�VHFXULWLHV�LVVXHG ������ ������ ������ ������
&XVWRPHU�GHSRVLWV�IRU�IRUHLJQ�WUDGH ������ ������ ������ ������
&UHGLWRUV�DQG�DFFXUDOV ������ ����� ������ �����
7RWDO ������� ������� ������� �������

&DUU\LQJ�DPRXQW )DLU�YDOXH�DPRXQW

ϭϵϱ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� )DLU�9DOXH�RI�ILQDQFLDO�LQVWUXPHQWV���FRQWLQXHG

%DQN

���� ���� ���� ����
)LQDQFLDO�DVVHWV 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ 1
PLOOLRQ

&DVK�DQG�EDODQFHV�ZLWK�&HQWUDO�%DQN�RI

1LJHULD ������� ������� ϭϭϳ͕ϲϴϱ �������
'XH�IURP�EDQNV ������ ������ ϰϯ͕ϰϯϱ ������
3OHGJHG�DVVHWV ������ ������� ϭϭ͕ϰϮϯ �������
/RDQV�DQG�DGYDQFHV�WR�FXVWRPHUV ������� ������� ϳϵϰ͕ϳϰϰ �������
,QYHVWPHQW�LQ�VHFXULWLHV� � � �
�������)LQDQFLDO�DVVHWV�DW�IDLU�YDOXH�WKURXJK

SURILW�RU�ORVV ����� � ϰ͕ϭϬϴ �
�������'HEW�LQVWUXPHQWV�DW�IDLU�YDOXH�WKURXJK

RWKHU�FRPSUHKHQVLYH�LQFRPH ������� � ϭϭϮ͕ϮϴϬ �
�������(TXLW\�LQVWUXPHQWV�DW�IDLU�YDOXH

WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH ����� � ϯ͕ϳϲϱ �
�������'HEW�LQVWUXPHQWV�DW�DPRUWLVHG�FRVW ������� � ϲϴ͕ϳϵϱ �
�������+HOG�IRU�WUDGLQJ � ����� Ͳ �����
�������$YDLODEOH�IRU�VDOH � ������ Ͳ ������
�������+HOG�WR�PDWXULW\ � ������ Ͳ ������
7RWDO ��������� ��������� ��������� ���������

)LQDQFLDO�OLDELOLWLHV

'HSRVLWV�IURP�EDQNV � ������ � ������
'HSRVLWV�IURP�FXVWRPHUV ������� ������� ������� �������
2WKHU�ERUURZHG�IXQGV ������� ������� ������� �������
'HEW�VHFXULWLHV�LVVXHG ������ ����� ������ ������
&XVWRPHU�GHSRVLWV�IRU�IRUHLJQ�WUDGH ������ ������ ������ ������
&UHGLWRUV�DQG�DFFXUDOV ������ ����� ������ �����
7RWDO ������� ������� ������� �������

&DUU\LQJ�DPRXQW )DLU�YDOXH�DPRXQW

ϭϵϲ



67(5/,1*�%$1.�3/&

127(6�72�7+(�&2162/,'$7('�$1'�6(3$5$7(�),1$1&,$/�67$7(0(176���&RQWLQXHG

�� )DLU�9DOXH�RI�ILQDQFLDO�LQVWUXPHQWV���FRQWLQXHG

7KH IDLU YDOXHV RI WKH *URXS¶V LQWHUHVW�EHDULQJ ERUURZLQJV DQG ORDQV DUH GHWHUPLQHG E\ XVLQJ WKH '&)

PHWKRG XVLQJ GLVFRXQW UDWH WKDW UHIOHFWV WKH LVVXHU¶V ERUURZLQJ UDWH DV DW WKH HQG RI WKH UHSRUWLQJ

SHULRG��7KH�RZQ�QRQ�SHUIRUPDQFH�ULVN�DV�DW����'HFHPEHU������ZDV�DVVHVVHG�WR�EH�LQVLJQLILFDQW�

)RU ORDQV DQG UHFHLYDEOHV � D GLVFRXQWHG FDVK IORZ PRGHO LV XVHG EDVHG RQ YDULRXV IDLU YDOXH RI WKH ORDQ

SRUWIROLR E\ GLVFRXQWLQJ WKH IXWXUH FDVK IORZV RQ WKHVH ORDQV XVLQJ LQWHUHVW UDWHV RQ ORDQV DQG

UHPDLQLQJ�GD\V�WR�PDWXULW\�RI�HDFK�RI�WKH�FDVK�IORZV�

7KH IDLU YDOXH RI IL[HG UDWH ILQDQFLDO DVVHWV DQG OLDELOLWLHV FDUULHG DW DPRUWL]HG FRVW DUH HVWLPDWHG E\

FRPSDULQJ PDUNHW LQWHUHVW UDWHV ZKHQ WKH\ ZHUH ILUVW UHFRJQL]HG ZLWK FXUUHQW PDUNHW UDWHV IRU VLPLODU

ILQDQFLDO LQVWUXPHQWV� 7KH HVWLPDWHG IDLU YDOXH RI IL[HG LQWHUHVW EHDULQJ GHSRVLWV DQG GHEW LVVXHG DUH

EDVHG RQ GLVFRXQWHG FDVK IORZV XVLQJ SUHYDLOLQJ PRQH\�PDUNHW LQWHUHVW UDWHV IRU GHSRVLWV DQG GHEWV

ZLWK�VLPLODU�FUHGLW�ULVN�DQG�PDWXULW\�

7KH IDLU YDOXH RI WKH ILQDQFLDO DVVHWV DQG OLDELOLWLHV LV LQFOXGHG DW WKH DPRXQW DW ZKLFK WKH LQVWUXPHQW

FRXOG EH H[FKDQJHG LQ D FXUUHQW WUDQVDFWLRQ EHWZHHQ ZLOOLQJ SDUWLHV� RWKHU WKDQ LQ D IRUFHG RU

OLTXLGDWLRQ�VDOH�
7KH IDLU YDOXHV RI WKH TXRWHG ERQGV DQG WUHDVXU\ ELOOV DUH EDVHG RQ SULFH TXRWDWLRQV DW WKH UHSRUWLQJ

GDWH� 7KH IDLU YDOXH RI XQTXRWHG LQVWUXPHQWV� ORDQV IURP EDQNV DQG RWKHU ILQDQFLDO OLDELOLWLHV� DV ZHOO DV

RWKHU QRQ�FXUUHQW ILQDQFLDO OLDELOLWLHV LV HVWLPDWHG E\ GLVFRXQWLQJ IXWXUH FDVK IORZV XVLQJ UDWHV FXUUHQWO\

DYDLODEOH�IRU�GHEW�RQ�VLPLODU�WHUPV��FUHGLW�ULVN�DQG�UHPDLQLQJ�PDWXULWLHV�

7KH IDLU YDOXHV RI WKH UHPDLQLQJ )92&, ILQDQFLDO DVVHWV DUH PHDVXUHG XVLQJ TXRWHG PDUNHW SULFHV LQ

DFWLYH�PDUNHWV�ZKLFK�DUH�DGMXVWHG�IRU�XVLQJ�WKH�DFFUXHG�LQWHUHVW�WR�GDWH�

7KH PDQDJHPHQW DVVHVVHG WKDW FDVK DQG EDODQFHV ZLWK &HQWUDO %DQN RI 1LJHULD� FUHGLWRUV 	 DFFUXDOV

DQG FXVWRPHU GHSRVLW IRU IRUHLJQ WUDGH DSSUR[LPDWH WKHLU FDUU\LQJ DPRXQWV ODUJHO\ GXH WR WKH VKRUW�

WHUP PDWXULWLHV RI WKHVH LQVWUXPHQWV� )RU ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV WKDW DUH ZLWKRXW D

VSHFLILF�PDWXULW\��LW�LV�DVVXPHG�WKDW�WKH�FDUU\LQJ�DPRXQWV�DSSUR[LPDWHV�WKHLU�IDLU�YDOXH�

7KH�IROORZLQJ�PHWKRGV�DQG�DVVXPSWLRQV�ZHUH�XVHG�WR�HVWLPDWH�WKH�IDLU�YDOXHV�

$VVHWV�IRU�ZKLFK�IDLU�YDOXH�DSSUR[LPDWHV�FDUU\LQJ�YDOXH
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%UHDFK�RI�GDLO\�UHWXUQV�WLPHOLQH

,QFOXGHG�LQ�ILQHV�DQG�SHQDOWLHV�DUH�FRQWUDYHQWLRQV�ZLWK�FHUWDLQ�&HQWUDO�%DQN�RI�1LJHULD
V�JXLGHOLQHV�DQG�FLUFXODUV�OLVWHG�EHORZ�

&LUFXODU�/HWWHUV 1DWXUH�RI�FRQWUDYHQWLRQ

'HOD\�LQ�UHVROYLQJ�&XVWRPHU�FRPSODLQWV

%6'�%&6�&21�67*�������

'HSDUWXUH�IURP�DSSURYHG�WUHDWPHQW�RI�%DQNHUV�$FFHSWDQFH

([FHVV�FKDUJH�RQ�6WDWXV�(QTXLU\

&RQVWUXFWLRQ�RI�%DQN
V�+HDG�2IILFH�$QQH[�SULRU�WR�DSSURYDO

*UDQWLQJ�ORDQ�WR�FXVWRPHU�WKDW�KDG�QRQ�SHUIRUPLQJ�ORDQ�ZLWK

$0&21

6WDQGDUG�	�*XLGHOLQH�RQ�$70�2SHUDWLRQV�LQ

1LJHULD��6HFWLRQ������D�

3UXGHQWLDO�*XLGHOLQHV��6HFWLRQ����

*XLGHOLQH�RQ�,VVXDQFH�DQG�WUHDWPHQW�RI�%DQNHUV

$FFHSWDQFH�	�&RPPHUFLDO�3DSHUV�RI�1RYHPEHU

�����6HFWLRQ�����

*XLGH�WR�&KDUJHV�E\�EDQNV�DQG�2WKHU�)LQDQFLDO

,QVWLWXWLRQV��*&%2),V��6HFWLRQ�����

'HFHPEHU��������

���'HFHPEHU����� ���'HFHPEHU�����

1RQ�DGKHUHQFH�WR�PLQLPXP�LQIRUPDWLRQ�RQ�FUHGLW�SULQWRXW

180%(5 $02817�&/$,0(' $02817�5()81'('

,Q�OLQH�ZLWK�&LUFXODU�1R��)35�',5�&,5�*(1���������WKH�UHWXUQV�RQ�FXVWRPHU�FRPSODLQWV�IRU�WKH�\HDU�HQGHG����'HFHPEHU������LV�DV�VHW

RXW�EHORZ�

,Q�OLQH�ZLWK�WKH�&HQWUDO�%DQN�RI�1LJHULD�JXLGHOLQHV�IRU�FDUG�LVVXDQFH�DQG�XVDJH�LQ�1LJHULD��6HFWLRQ�������WKH�UHSRUW�RQ�FDUG�LVVXDQFH�DQG

XVDJH�IRU�WKH�\HDU�HQGHG����'HFHPEHU������LV�VHW�RXW�EHORZ�

%6'�',5�*(1�/$%�������

%6'�*$$�&21�67%��������

%2),$����6HFWLRQ���������)�

3HQDOW\�LPSRVHG�ZLWK�UHVSHFW�WR�)LQDQFLDO�6WDWHPHQWV

SXEOLFDWLRQ

16(�/5'�/&(������� /DWH�SXEOLFDWLRQ�RI������$QQXDO�5HSRUW�	�)LQDQFLDO�6WDWHPHQWV
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'HVFULSWLRQ�RI�WKH�VHUYLFH 1
PLOOLRQ

L���9DOLGDWLRQ�RI�,)56���(&/�0RGHO ��

�

�� 3ULRU�SHULRG�UHVWDWHPHQW

,Q WKH %DQN
V RSLQLRQ� WKH SURYLVLRQ RI WKHVH VHUYLFHV WR WKH %DQN GLG QRW LPSDLU WKH LQGHSHQGHQFH DQG

REMHFWLYLW\�RI�H[WHUQDO�DXGLWRU�

7KH %DQN FRPSOLHG ZLWK WKH SURYLVLRQV RI &%1 FLUFXODU )35�',5�&,5�*(1�������� &RGH RI &RUSRUDWH

*RYHUQDQFH IURP %DQNV DQG 'LVFRXQW +RXVHV LQ 1LJHULD DQG *XLGHOLQHV IRU :KLVWOH %ORZLQJ LQ 1LJHULD

%DQNLQJ�,QGXVWU\��IRU�WKH�\HDU�HQGHG����'HFHPEHU������

'XULQJ WKH SHULRG� WKH *URXS FKDQJHG WKH SUHVHQWDWLRQ RI LQWHUHVW LQFRPH RQ ILQDQFLDO DVVHWV DV IDLU YDOXH

WKURXJK SURILW RU ORVV IURP 
,QWHUHVW LQFRPH
 WR 
1HW WUDGLQJ LQFRPH
 LQ WKH VWDWHPHQW RI SURILW RU ORVV DQG

RWKHU FRPSUHKHQVLYH LQFRPH� $V VXFK� WKH FRPSDUDWLYH DPRXQW ZDV DOVR UHFODVVLIHG IRU FRQVLVWHQF\� 7KH

DPRXQW UHFODVVLIHG LQ WKH SULRU SHULRG LV 1� PLOOLRQ� 7KH UHFODVVLILFDWLRQ LV GRQH WR FRPSO\ ZLWK ,$6 �����D�

ZKLFK UHTXLUHV VHSDUDWH SUHVHQWDWLRQ RI LQWHUHVW LQFRPH FDOFXODWHG XVLQJ HIIHFWLYH LQWHUHVW PHWKRG RQ WKH

IDFH�RI�VWDWHPHQW�RI�SURILW�RU�ORVV�DQG�RWKHU�FRPSUHKHQVLYH�LQFRPH�

LL���&HUWLILFDWLRQ�IRU�WKH�1DWLRQDO�'HSRVLW�,QVXUDQFH�&RUSRUWDWLRQ

7KH &HQWUDO %DQN RI 1LJHULD �&%1�� SXUVXDQW WR 6HFWLRQ ��F� RI WKH $0&21�$PHQGHG� $FW ����� LQIRUPHG

WKH %DQN RI LWV VKRUWIDOO LQ FRQWULEXWLRQV WR WKH %DQNLQJ 6HFWRU 5HVROXWLRQ &RVW 6LQNLQJ )XQG IRU WKH \HDUV

���� DQG ����� 7KH VKRUWIDOOV DURVH DV D UHVXOW RI WKH HUURQHRXV DSSOLFDWLRQ RI WKH UHVROXWLRQ 7UXVW 'HHG¶V

GHILQLWLRQ RI ´7RWDO $VVHWV´� 7KH GHILQLWLRQ RI �7RWDO $VVHWV� ZDV DPHQGHG LQ ���� WR LQFOXGH RII EDODQFH

VKHHW�LWHPV��+RZHYHU��WKH�FRQWULEXWLRQ�PDGH�E\�WKH�%DQN�GLG�QRW�LQFOXGH�DOO�WKH�RII�EDODQFH�VKHHW�LWHPV�

7KH DFWXDO SD\PHQWV IRU WKH VKRUWIDOOV ZLOO EH VSUHDG RYHU D ILYH \HDU SHULRG FRPPHQFLQJ LQ ���� DV

VSHFLILHG E\ WKH &%1� 7KH IXOO VKRUWIDOO RI 1���� ELOOLRQ �1���PLOOLRQ� ���� DQG 1���PLOOLRQ� ������ KDV

EHHQ�DGMXVWHG�IRU�LQ�WKHVH�ILQDQFLDO�VWDWHPHQWV�
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*URXS %DQN

2WKHU�2SHUDWLQJ�H[SHQVHV

*URXS %DQN
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,PSDFW�RQ�EDVLF�DQG�GLOXWHG�HDUQLQJV�SHU�VKDUH��(36�

�LQFUHDVH��GHFUHDVH��LQ�(36�

(DUQLQJV�SHU�VKDUH
%DVLF��SURILW�IRU�WKH�\HDU�DWWULEXWDEOH�WR�RUGLQDU\�HTXLW\�KROGHUV�RI�WKH

%DQN
'LOXWHG��SURILW�IRU�WKH�\HDU�DWWULEXWDEOH�WR�RUGLQDU\�HTXLW\�KROGHUV�RI
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9DOXH DGGHG LV WKH ZHDOWK FUHDWHG E\ WKH HIIRUWV RI WKH %DQN DQG LWV HPSOR\HHV� 7KLV VWDWHPHQW VKRZV WKH DOORFDWLRQ RI WKDW ZHDOWK DPRQJ WKH
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ϮϬϮ


