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�� ,1752'8&7,21

��� ,QWURGXFWLRQ

��� 7KH�&DSLWDO�DQG�7UHDVXU\�0DQDJHPHQW�6WUDWHJLHV�DUH IXQGDPHQWDO�WR�WKH�HIIHFWLYH�GHOLYHU\�
RI�WKH�&RXQFLOV�SULRULWLHV DQG�9LVLRQ���������7KH�SURYLVLRQ�RI�WKH�ULJKW�DVVHW�LQ�WKH�ULJKW�SODFH�
DW�WKH�ULJKW�WLPH�ZLOO�HQVXUH� WKH�HIIHFWLYH�DQG�HIILFLHQW�GHOLYHU\�RI�D�FRPSUHKHQVLYH�UDQJH�RI�
TXDOLW\�VHUYLFHV��

��� 7KH�6WUDWHJ\ GRFXPHQW SURYLGHV�D�KLJK�OHYHO�ORQJ�WHUP�RYHUYLHZ�RI�KRZ�FDSLWDO�H[SHQGLWXUH��
FDSLWDO�ILQDQFLQJ�DQG�WUHDVXU\�PDQDJHPHQW�DFWLYLW\�FRQWULEXWH�WR�WKH�SURYLVLRQ�RI�VHUYLFHV��DQ�
RYHUYLHZ�RI�KRZ� WKH� DVVRFLDWHG� ULVN� LV� PDQDJHG DQG� WKH� LPSOLFDWLRQV� IRU� IXWXUH� ILQDQFLDO�
VXVWDLQDELOLW\�

��� ,W�VHWV�RXW�DQ�LQWHJUDWHG�SODQ�IRU�WKH�IXWXUH�PDQDJHPHQW�RI�WKH�&RXQFLO¶V�DVVHWV�DQG�LWV�
FDSLWDO�SURJUDPPH��,W�LV�D�NH\�GRFXPHQW�UXQQLQJ�DORQJVLGH� WKH�9LVLRQ������DQG�WKH�0HGLXP�
7HUP�)LQDQFLDO�6WUDWHJ\��07)6��DQG�ZLOO�SURYLGH�WKH�IUDPHZRUN�WR�IDFLOLWDWH�D�VHDPOHVV�
LQWHUIDFH�EHWZHHQ�EXVLQHVV�SODQQLQJ�DQG�WKH�PDQDJHPHQW�RI�DVVHWV�DQG�FDSLWDO�UHVRXUFHV��
7KLV�ZLOO�HQVXUH�WKDW�WKH�SURYLVLRQ�RI�UHVRXUFHV�DQG�IXWXUH�LQYHVWPHQW�DUH�SULRULWLVHG DQG�
HQVXUHV WKH�HIIHFWLYH�DQG�DIIRUGDEOH�PDQDJHPHQW�RI�WKH�&RXQFLO¶V�DVVHWV�

��� 7KH�&,3)$������3UXGHQWLDO�&RGH�DQG�7UHDVXU\�0DQDJHPHQW�&RGH�RI�3UDFWLFH��VHWV RXW�WKH�
QHZ�UHTXLUHPHQWV�LQ�UHODWLRQ�WR�WKH�VHWWLQJ�RI�D�&DSLWDO�6WUDWHJ\��'HWDLOHG�JXLGDQFH�RQ�WKHVH�
QHZ�&RGHV�ZHUH�LVVXHG�LQ�$XJXVW�DQG�6HSWHPEHU�������$GGLWLRQDOO\��VWDWXWRU\�JXLGDQFH�ZDV�
LVVXHG�E\�WKH�0LQLVWU\�RI�+RXVLQJ��&RPPXQLWLHV�DQG�/RFDO�*RYHUQPHQW��0+&/*��LQ�0DUFK�
�����RXWOLQLQJ� QHZ�UHTXLUHPHQWV�IRU�WKH�&DSLWDO�6WUDWHJ\���7KH�QHZ�UHTXLUHPHQWV�DVN�ORFDO�
DXWKRULWLHV� WR�FRQVLGHU�WKH�ORQJHU�WHUP�DV�ZHOO�DV�WKH�VKRUW�DQG�PHGLXP�WHUP WR��

x (QVXULQJ�WKDW�WKH�FDSLWDO�H[SHQGLWXUH�SODQV�RI�WKH�FRXQFLO�DUH�DIIRUGDEOH��SUXGHQW�DQG�
VXVWDLQDEOH�

x 6XSSRUWLQJ�WUDQVSDUHQW�RSWLRQV�DSSUDLVDO�

x *LYLQJ�DQ�RXWOLQH�RI�IXWXUH�FRPPLWPHQWV�VR�WKDW�WKH�DIIRUGDELOLW\�RI�ERWK�WKH�ORQJ�WHUP�
SODQ DQG�DQ\�QHZ�SURSRVDOV�FDQ�EH�SURSHUO\�XQGHUVWRRG�

x ,QIRUPLQJ� SULRULWLVDWLRQ� DQG� WLPLQJ� RI� SURMHFWV� WR� HQVXUH� WKDW� ERWK� ILQDQFLDO� DQG�
RSHUDWLRQDO�FDSDFLW\�LV�DYDLODEOH�IRU�GHOLYHU\�

x 3URYLGLQJ�DQ�RYHUYLHZ�RI� ULVN�VR� WKDW�SURMHFWV�DQG�SURSRVDOV�FDQ�EH�YLHZHG� LQ� WKH�
RYHUDOO�ULVN�FRQWH[W�RI�FDSLWDO�DQG�WUHDVXU\�LQYHVWPHQWV�

x (QDEOLQJ� WKH�RQJRLQJ�FDSLWDO�DQG� UHYHQXH�LPSOLFDWLRQV�RI�FDSLWDO�H[SHQGLWXUH� WR�EH�
EHWWHU�XQGHUVWRRG�

��� &DSLWDO�6WUDWHJ\�

��� 7KH�NH\�DLPV�RI�WKH�&DSLWDO�6WUDWHJ\�DUH�WR�

x 3URYLGH�D� FOHDU�FRQWH[W�ZLWKLQ� ZKLFK�SURSRVDOV� IRU�FDSLWDO�H[SHQGLWXUH� DUH�HYDOXDWHG� WR�
HQVXUH�DOO�FDSLWDO�LQYHVWPHQW�LV�WDUJHWHG�WR�GHOLYHU�WKH�&RXQFLO¶V�SULRULWLHV�

x &ODULW\�DERXW�KRZ�WKH�&RXQFLO�LGHQWLILHV�DQG�SULRULWLVHV� FDSLWDO�UHTXLUHPHQWV�DQG�SURSRVDOV�
DULVLQJ� IURP�YDULRXV�VWUDWHJLHV� LQFOXGLQJ�WKH�9LVLRQ�������6HUYLFH�,PSURYHPHQW�3ODQV��DQG�
RWKHU� FRUSRUDWH� VWUDWHJLHV�� DQG� KRZ� WKH\� ZLOO� EH� PDQDJHG� ZLWKLQ� WKH� OLPLWHG� FDSLWDO�
UHVRXUFHV�DYDLODEOH�
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x &KDOOHQJH� RXU� FXUUHQW� HVWDWH�� FRQWLQXH� ZLWK� WKH� SURJUDPPH� RI� DVVHW� UDWLRQDOLVDWLRQ�
HQVXULQJ�WKDW�DVVHWV�UHWDLQHG�DUH�HIIHFWLYH��HIILFLHQW�DQG�HFRQRPLFDOO\�VXVWDLQDEOH�WR�GHOLYHU�
VHUYLFHV�

x ,GHQWLI\� DQG� FRQVLGHU� RSWLRQV� DYDLODEOH� WR� IXQG� FDSLWDO� H[SHQGLWXUH� WKDW� PLQLPLVHV� WKH�
RQJRLQJ�UHYHQXH�LPSOLFDWLRQV�RI�KLVWRULF�FDSLWDO�H[SHQGLWXUH�DQG�RI�DQ\�QHZ�LQYHVWPHQWV�

x 8VH�SDUWQHUVKLSV��ERWK�SXEOLF�DQG�SULYDWH��PRUH�HIIHFWLYHO\�WR�VXSSRUW�RXU�RYHUDOO�VWUDWHJ\�

x (VWDEOLVK� HIIHFWLYH�DUUDQJHPHQWV� IRU�PDQDJLQJ�FDSLWDO� VFKHPHV�LQFOXGLQJ�DVVHVVPHQW� RI�
RXWFRPHV�DQG�DFKLHYHPHQW�RI�YDOXH�IRU�PRQH\���

x 7KH�DLP�RI�WKLV�FDSLWDO�VWUDWHJ\�LV� WR�HQVXUH�WKDW�DOO�HOHFWHG�PHPEHUV�IXOO\�XQGHUVWDQG� WKH�
RYHUDOO�ORQJ�WHUP�SROLF\�REMHFWLYHV�DQG�UHVXOWLQJ�FDSLWDO�VWUDWHJ\�UHTXLUHPHQWV��JRYHUQDQFH�
SURFHGXUHV�DQG�ULVN�DSSHWLWH�

��� ,W�LV�D�UHTXLUHPHQW�WKDW�WKH�FDSLWDO�VWUDWHJ\�GHPRQVWUDWHV�WKDW�WKH�/RFDO�$XWKRULW\�WDNHV�ERWK�
FDSLWDO�DQG�LQYHVWPHQWV�GHFLVLRQV� LQ�OLQH�ZLWK�VHUYLFH�REMHFWLYHV��7KH FDSLWDO�VWUDWHJ\�VKRZV�
WKDW�WKH�NH\�GULYHUV�RI�WKH�&RXQFLO¶V�&DSLWDO�SODQV�DUH�FDSWXUHG�WKURXJK�YDULRXV�SODQV�DFURVV�
WKH�DXWKRULW\��7KHVH�LQFOXGHV�

x +LJKZD\V�$VVHW�0DQDJHPHQW�3ODQ

x &RUSRUDWH�$VVHW�3ODQ

x 6WUDWHJLF�$VVHW�0DQDJHPHQW�3ODQ

x &RUSRUDWH�5LVN�5HJLVWHU

x 6HUYLFH�3ODQV

x 6FKRROV�2UJDQLVDWLRQ�3ODQ

��� 7KHUH�DUH�NH\�LVVXHV�LGHQWLILHG�WKURXJK�WKLV�SODQV��RYHU�WKH�ORQJ�WHUP�ZH�NQRZ�WKH�&RXQFLO�KDV�D�
GLIILFXOW�FKDOOHQJH�LQ�VXVWDLQLQJ�DQG�EXLOGLQJ�XSRQ�WKH�FXUUHQW�DVVHWV�LW�KDV�XQGHU�WKH�FXUUHQW�
ILQDQFLDO�FOLPDWH��7KH�6WUDWHJ\�DFNQRZOHGJHV�WKH�QHHG�WR�IXUWKHU�GHYHORS�RXU�XVH�RI�WKHVH�SODQV�
LQ�GHYHORSLQJ�DQG�SULRULWLVLQJ�WKH�&RXQFLO¶V�&DSLWDO�3URJUDPPH�

���� 7UHDVXU\�0DQDJHPHQW

���� 7KH 7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�DQG�$QQXDO�,QYHVWPHQW�6WUDWHJ\�UHSRUW�LV�D�
UHTXLUHPHQW�RI�WKH�&,3)$�&RGH�RI�3UDFWLFH�RQ�7UHDVXU\�0DQDJHPHQW�DQG�D�UHTXLUHPHQW�
XQGHU�WKH�/RFDO�*RYHUQPHQW�$FW��������,W�KDV�UHJDUG�WR�WKH�*XLGDQFH�RQ�/RFDO�*RYHUQPHQW�
,QYHVWPHQWV�LVVXHG�E\�WKH�:HOVK�*RYHUQPHQW�ZKLFK�UHTXLUHV�WKH�7UHDVXU\�0DQDJHPHQW�
6WUDWHJ\�DQG�$QQXDO�,QYHVWPHQW�6WUDWHJ\�WR�EH�DSSURYHG�E\�)XOO�&RXQFLO�

���� 7KH�7UHDVXU\�6WUDWHJ\�LV�SDUW�RI�WKH�RYHUDOO�7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�6WDWHPHQW�
DORQJVLGH� WKH FDSLWDO�SODQV��LQFOXGLQJ�SUXGHQWLDO�LQGLFDWRUV���WKH�WUHDVXU\�PDQDJHPHQW�
VWUDWHJ\��KRZ�WKH�LQYHVWPHQWV�DQG�ERUURZLQJV�DUH�WR�EH�RUJDQLVHG�� LQFOXGLQJ�WUHDVXU\�
LQGLFDWRUV��DQG��DQ LQYHVWPHQW�VWUDWHJ\��WKH�SDUDPHWHUV�RQ�KRZ�LQYHVWPHQWV�DUH�EH�WR�
PDQDJHG���

���� 7KH�&RXQFLO�LV�UHTXLUHG�WR�RSHUDWH�D�EDODQFHG�EXGJHW��ZKLFK�EURDGO\�PHDQV�WKDW�FDVK�
UDLVHG�GXULQJ�WKH�\HDU�ZLOO�PHHW�FDVK�H[SHQGLWXUH��3DUW�RI�WKH�WUHDVXU\�PDQDJHPHQW�
RSHUDWLRQ�LV�WR�HQVXUH�WKDW�WKLV�FDVK�IORZ�LV�DGHTXDWHO\�SODQQHG��ZLWK�FDVK�EHLQJ�DYDLODEOH�
ZKHQ�LW�LV�QHHGHG���6XUSOXV�PRQLHV�DUH�LQYHVWHG�LQ�ORZ�ULVN�FRXQWHUSDUWLHV�RU�LQVWUXPHQWV�
FRPPHQVXUDWH�ZLWK�WKH�&RXQFLO¶V�ORZ�ULVN�DSSHWLWH��SURYLGLQJ�DGHTXDWH� OLTXLGLW\�LQLWLDOO\�
EHIRUH�FRQVLGHULQJ�LQYHVWPHQW�UHWXUQ�
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���� 7KH�VHFRQG�PDLQ�IXQFWLRQ�RI�WKH�WUHDVXU\�PDQDJHPHQW�VHUYLFH�LV�WKH�IXQGLQJ�RI�WKH�
&RXQFLO¶V�FDSLWDO�SODQV���7KHVH�FDSLWDO�SODQV�SURYLGH�D�JXLGH�WR�WKH�ERUURZLQJ�QHHG�RI�WKH�
&RXQFLO��HVVHQWLDOO\� WKH�ORQJHU�WHUP FDVK�IORZ�SODQQLQJ� WR�HQVXUH�WKDW�WKH�&RXQFLO FDQ�PHHW�
LWV FDSLWDO�VSHQGLQJ�REOLJDWLRQV�� 7KLV�PDQDJHPHQW RI�ORQJHU�WHUP FDVK�PD\�LQYROYH�
DUUDQJLQJ�ORQJ�RU�VKRUW�WHUP ORDQV��RU�XVLQJ�ORQJHU�WHUP FDVK�IORZ�VXUSOXVHV��2Q�RFFDVLRQ�
ZKHQ�LW�LV�SUXGHQW�DQG�HFRQRPLF� DQ\�GHEW�SUHYLRXVO\�GUDZQ�PD\�EH�UHVWUXFWXUHG�WR�PHHW�
&RXQFLO�ULVN�RU�FRVW�REMHFWLYHV��

���� 7KH�FRQWULEXWLRQ�WKH�WUHDVXU\�PDQDJHPHQW�IXQFWLRQ�PDNHV�WR�WKH�DXWKRULW\�LV�FULWLFDO��DV�WKH�
EDODQFH�RI�GHEW�DQG�LQYHVWPHQW�RSHUDWLRQV�HQVXUH�OLTXLGLW\�RU�WKH�DELOLW\�WR�PHHW�VSHQGLQJ�
FRPPLWPHQWV�DV�WKH\�IDOO GXH��HLWKHU�RQ�GD\�WR�GD\�UHYHQXH�RU�IRU�ODUJHU�FDSLWDO�SURMHFWV���
7KH�WUHDVXU\�RSHUDWLRQV�ZLOO�VHH�D�EDODQFH�RI�WKH�LQWHUHVW FRVWV�RI�GHEW�DQG�WKH�LQYHVWPHQW�
LQFRPH�DULVLQJ� IURP�FDVK�GHSRVLWV�DIIHFWLQJ�WKH�DYDLODEOH�EXGJHW���6LQFH�FDVK�EDODQFHV�
JHQHUDOO\�UHVXOW�IURP�UHVHUYHV�DQG�EDODQFHV��LW�LV�SDUDPRXQW�WR�HQVXUH�DGHTXDWH�VHFXULW\�RI�
WKH�VXPV�LQYHVWHG��DV�D�ORVV�RI�SULQFLSDO�ZLOO�LQ�HIIHFW�UHVXOW�LQ�D�ORVV�WR�WKH�*HQHUDO�)XQG�
%DODQFH�

���� &,3)$�GHILQHV�WUHDVXU\�PDQDJHPHQW�DV�

³7KH�PDQDJHPHQW�RI�WKH�ORFDO�DXWKRULW\¶V�ERUURZLQJ��LQYHVWPHQWV�DQG�FDVK�IORZV��LWV�EDQNLQJ��
PRQH\�PDUNHW�DQG�FDSLWDO�PDUNHW�WUDQVDFWLRQV��WKH�HIIHFWLYH�FRQWURO�RI�WKH�ULVNV�DVVRFLDWHG�ZLWK�
WKRVH�DFWLYLWLHV��DQG�WKH�SXUVXLW�RI�RSWLPXP�SHUIRUPDQFH�FRQVLVWHQW�ZLWK�WKRVH�ULVNV�´

���� 7KLV�DXWKRULW\�KDV�HQJDJHG�LQ�RQO\�PLQLPDO FRPPHUFLDO�LQYHVWPHQWV�DQG�KDV�QR �RU�
LPPDWHULDO� QRQ�WUHDVXU\�LQYHVWPHQWV�

���� 7UHDVXU\�0DQDJHPHQW DQG�&DSLWDO 5HSRUWLQJ

7KH�&RXQFLO�LV�FXUUHQWO\�UHTXLUHG�WR�UHFHLYH�DQG�DSSURYH DW�&DELQHW��DV�D�PLQLPXP��WKUHH�
PDLQ�WUHDVXU\�FDSLWDO�UHSRUWV�HDFK�\HDU��ZKLFK�LQFRUSRUDWH�D�YDULHW\�RI�SROLFLHV��HVWLPDWHV�
DQG�DFWXDOV���

D� 3UXGHQWLDO�DQG�WUHDVXU\�LQGLFDWRUV�DQG�WUHDVXU\ DQG�FDSLWDO VWUDWHJ\ �WKLV�UHSRUW���
7KH�ILUVW��DQG�PRVW�LPSRUWDQW�UHSRUW�LV�IRUZDUG�ORRNLQJ�DQG�FRYHUV�

x WKH�FDSLWDO�SODQV� �LQFOXGLQJ�SUXGHQWLDO�LQGLFDWRUV��

x D�PLQLPXP�UHYHQXH�SURYLVLRQ��053��SROLF\� �KRZ�UHVLGXDO�FDSLWDO�H[SHQGLWXUH�LV�FKDUJHG�WR�
UHYHQXH�RYHU�WLPH��

x FDSLWDO�VWUDWHJ\�DQG�FDSLWDO�SURJUDPPH

x WKH�WUHDVXU\�PDQDJHPHQW�VWUDWHJ\� �KRZ�WKH�LQYHVWPHQWV�DQG�ERUURZLQJV�DUH�WR�EH�
RUJDQLVHG�� LQFOXGLQJ�WUHDVXU\�LQGLFDWRUV��DQG�

x DQ�LQYHVWPHQW�VWUDWHJ\� �WKH�SDUDPHWHUV�RQ�KRZ�LQYHVWPHQWV�DUH�WR�EH�PDQDJHG��

E� $�PLG�\HDU�WUHDVXU\�PDQDJHPHQW�UHSRUW ± 7KLV�LV�SULPDULO\�D�SURJUHVV� UHSRUW�DQG�ZLOO�
XSGDWH�PHPEHUV�RQ WKH�FDSLWDO�SRVLWLRQ��DPHQGLQJ�SUXGHQWLDO�LQGLFDWRUV�LI QHFHVVDU\��
DQG�ZKHWKHU�DQ\�SROLFLHV�UHTXLUH�UHYLVLRQ� ,Q�DGGLWLRQ�� WKLV�&RXQFLO�ZLOO�UHFHLYH�IXUWKHU�
TXDUWHUO\�XSGDWH�UHSRUWV�

F� 0RQWKO\�FDSLWDO�UHSRUWV�WR�&DELQHW ± 3URYLGLQJ�DQ�XSGDWH�RQ�WKH�FDSLWDO�VSHQG��
UHSURILOLQJ�DQG�YLUHPHQW�FKDQJHV�DQG�IXQGLQJ�WKDW�VXSSRUW�GHOLYHU\�RI�WKH�SURJUDPPH

G� $Q�DQQXDO�WUHDVXU\�UHSRUW ± 7KLV LV�D�EDFNZDUG�ORRNLQJ�UHYLHZ�GRFXPHQW�DQG� SURYLGHV�
GHWDLOV�RI�D�VHOHFWLRQ�RI�DFWXDO�SUXGHQWLDO�DQG�WUHDVXU\�LQGLFDWRUV�DQG�DFWXDO�WUHDVXU\�
RSHUDWLRQV�FRPSDUHG�WR�WKH�HVWLPDWHV�ZLWKLQ�WKH�VWUDWHJ\�

���� 7KH�DERYH 7UHDVXU\ UHSRUWV�DUH�UHTXLUHG�WR�EH�DGHTXDWHO\�VFUXWLQLVHG�EHIRUH�EHLQJ�
UHFRPPHQGHG�WR�WKH�&DELQHW�DQG�&RXQFLO���7KLV�UROH�LV�XQGHUWDNHQ�E\�WKH�$XGLW &RPPLWWHH�

���� 7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�IRU��������

7KH�VWUDWHJ\�IRU�������� FRYHUV�WZR�PDLQ�DUHDV�
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&DSLWDO�LVVXHV

x WKH�FDSLWDO�H[SHQGLWXUH�SODQV�DQG�WKH�DVVRFLDWHG�SUXGHQWLDO� LQGLFDWRUV�

x WKH�PLQLPXP�UHYHQXH�SURYLVLRQ��053��SROLF\�

7UHDVXU\�PDQDJHPHQW�LVVXHV

x WKH�FXUUHQW�WUHDVXU\�SRVLWLRQ�

x WUHDVXU\�LQGLFDWRUV�ZKLFK�OLPLW�WKH�WUHDVXU\�ULVN�DQG�DFWLYLWLHV�RI�WKH�&RXQFLO�

x SURVSHFWV�IRU�LQWHUHVW�UDWHV�

x WKH�ERUURZLQJ�VWUDWHJ\�

x SROLF\�RQ�ERUURZLQJ�LQ�DGYDQFH�RI�QHHG�

x GHEW�UHVFKHGXOLQJ�

x WKH�LQYHVWPHQW�VWUDWHJ\�

x FUHGLWZRUWKLQHVV�SROLF\��DQG

x WKH�SROLF\�RQ�XVH�RI�H[WHUQDO�VHUYLFH�SURYLGHUV�

7KHVH�HOHPHQWV�FRYHU�WKH�UHTXLUHPHQWV�RI�WKH�/RFDO�*RYHUQPHQW�$FW�������WKH�&,3)$�
3UXGHQWLDO�&RGH��:HOVK�*RYHUQPHQW�053�*XLGDQFH��WKH�&,3)$�7UHDVXU\�0DQDJHPHQW�&RGH�
DQG�:HOVK�*RYHUQPHQW ,QYHVWPHQW�*XLGDQFH�

���� 7UDLQLQJ

7KH�&,3)$�&RGH�UHTXLUHV�WKH�UHVSRQVLEOH�RIILFHU�WR�HQVXUH�WKDW�PHPEHUV�ZLWK�UHVSRQVLELOLW\�IRU�
WUHDVXU\�PDQDJHPHQW�UHFHLYH�DGHTXDWH�WUDLQLQJ�LQ�WUHDVXU\�PDQDJHPHQW��7KLV�HVSHFLDOO\�
DSSOLHV�WR�PHPEHUV�UHVSRQVLEOH�IRU�VFUXWLQ\���7KH�$XWKRULW\�KROGV�WZR�EULHILQJ�VHVVLRQV�SHU�\HDU�
IRU�PHPEHUV�DQG�PHPEHUV�PXVW�HQVXUH�WKDW�WKH\�DWWHQG�DW�OHDVW�RQH�RI�WKHVH��7KH�WUDLQLQJ�
QHHGV�RI�WUHDVXU\�PDQDJHPHQW�RIILFHUV�DUH�SHULRGLFDOO\�UHYLHZHG�� )LQDQFLDO�WUDLQLQJ�LQ�PDQDJLQJ�
WKH�ILQDQFLDO�DVSHFWV�RI�FDSLWDO�RYHU�WKH�SURMHFW�OLIH�LV�DYDLODEOH�IRU�WKRVH�WKDW�PDQDJH�SURMHFWV�
DQG�WDNHV�SODFH�UHJXODUO\�WKURXJKRXW�WKH�\HDU�

���� 7UHDVXU\0DQDJHPHQW�&RQVXOWDQWV

7KH�&RXQFLO�XVHV�/LQN�$VVHW�6HUYLFHV��7UHDVXU\�VROXWLRQV�DV�LWV�H[WHUQDO�WUHDVXU\�PDQDJHPHQW�
DGYLVRUV��7KH\�DOVR�VXSSRUW�RQ�&DSLWDO�DGYLFH��7KH�&RXQFLO�UHFRJQLVHV�WKDW�UHVSRQVLELOLW\�IRU�
WUHDVXU\�PDQDJHPHQW�GHFLVLRQV�UHPDLQV�ZLWK�WKH�RUJDQLVDWLRQ�DW�DOO�WLPHV�DQG�ZLOO�HQVXUH�WKDW�
XQGXH�UHOLDQFH�LV�QRW�SODFHG�XSRQ�WKH�VHUYLFHV�RI�RXU�H[WHUQDO�VHUYLFH�SURYLGHUV��$OO�GHFLVLRQV�ZLOO�
EH�XQGHUWDNHQ�ZLWK�UHJDUGV�WR�DOO�DYDLODEOH�LQIRUPDWLRQ��LQFOXGLQJ��EXW�QRW�VROHO\��RXU�WUHDVXU\�
DGYLVHUV� ,W�DOVR�UHFRJQLVHV�WKDW�WKHUH�LV�YDOXH�LQ�HPSOR\LQJ�H[WHUQDO�SURYLGHUV�RI�WUHDVXU\�
PDQDJHPHQW�VHUYLFHV�LQ�RUGHU�WR�DFTXLUH�DFFHVV�WR�VSHFLDOLVW�VNLOOV�DQG�UHVRXUFHV��7KH�&RXQFLO�
ZLOO�HQVXUH�WKDW�WKH�WHUPV�RI�WKHLU�DSSRLQWPHQW�DQG�WKH�PHWKRGV�E\�ZKLFK�WKHLU�YDOXH�ZLOO�EH�
DVVHVVHG�DUH�SURSHUO\�DJUHHG�DQG�GRFXPHQWHG��DQG�VXEMHFWHG�WR�UHJXODU�UHYLHZ�



�

�

� 7+(�&$3,7$/�358'(17,$/�,1',&$7256 ������� ± �������
7KH�&RXQFLO¶V�FDSLWDO�H[SHQGLWXUH�SODQV�DUH�WKH�NH\�GULYHU�RI WUHDVXU\�PDQDJHPHQW�DFWLYLW\��7KH�RXWSXW�RI�WKH�FDSLWDO�H[SHQGLWXUH�SODQV�LV�UHIOHFWHG�LQ�
WKH�SUXGHQWLDO� LQGLFDWRUV��ZKLFK�DUH�GHVLJQHG�WR�DVVLVW�PHPEHUV¶�RYHUYLHZ�DQG�FRQILUP�FDSLWDO�H[SHQGLWXUH�SODQV�

��� &DSLWDO�H[SHQGLWXUH

7KLV�SUXGHQWLDO�LQGLFDWRU�LV�D�VXPPDU\�RI�WKH�&RXQFLO¶V�FDSLWDO�H[SHQGLWXUH�SODQV��ERWK�WKRVH�DJUHHG�SUHYLRXVO\��DQG�WKRVH�IRUPLQJ�SDUW�RI�WKLV�EXGJHW�
F\FOH�

&DSLWDO�H[SHQGLWXUH
�¶���

�������
)RUHFDVW

�������
(VWLPDWH

�������
(VWLPDWH

�������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

1RQ�+5$ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������

+5$ ������ ������ ������ ������ ������ ����� ����� ����� ����� ������

7RWDO ������ ������� ������� ������ ������ ������ ������ ������ ������ ������

2WKHU�ORQJ�WHUP OLDELOLWLHV � 7KH�DERYH�ILQDQFLQJ�QHHG�H[FOXGHV�RWKHU�ORQJ�WHUP OLDELOLWLHV��VXFK�DV�OHDVLQJ�DUUDQJHPHQWV�WKDW DOUHDG\�LQFOXGH�
ERUURZLQJ�LQVWUXPHQWV��

7KH�WDEOH�EHORZ�VXPPDULVHV�WKH�DERYH�FDSLWDO�H[SHQGLWXUH�SODQV�DQG�KRZ�WKHVH�SODQV�DUH�EHLQJ�ILQDQFHG�E\ FDSLWDO�RU�UHYHQXH�UHVRXUFHV��$Q\�
VKRUWIDOO�RI�UHVRXUFHV�UHVXOWV� LQ�D�UHTXLUHPHQW�WR�IXQG WKURXJK ERUURZLQJ�

)LQDQFLQJ�RI�FDSLWDO�
H[SHQGLWXUH
�¶���

�������
)RUHFDVW

�������
(VWLPDWH

�������
(VWLPDWH

�������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

&DSLWDO�UHFHLSWV ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

&DSLWDO�JUDQWV ������ ������ ������ ������ ������ ������ ����� ����� ����� �����

5HYHQXH�5HVHUYHV ����� ������ ����� ������ ����� ����� ����� ����� ����� ������

1HW�ILQDQFLQJ�QHHG�
IRU�WKH�\HDU

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



�

��� 7KH�&RXQFLO¶V�ERUURZLQJ�QHHG��WKH�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW�

7KH�VHFRQG�SUXGHQWLDO�LQGLFDWRU�LV�WKH�&RXQFLO¶V�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW��&)5����7KH�&)5�LV�VLPSO\�WKH�WRWDO�KLVWRULF�RXWVWDQGLQJ�FDSLWDO�
H[SHQGLWXUH�ZKLFK�KDV�QRW�\HW�EHHQ�SDLG�IRU�IURP�HLWKHU UHYHQXH�RU�FDSLWDO�UHVRXUFHV��,W�LV�HVVHQWLDOO\�D�PHDVXUH�RI�WKH�&RXQFLO¶V�LQGHEWHGQHVV� DQG�VR�
LWV�XQGHUO\LQJ�ERUURZLQJ�QHHG���$Q\�FDSLWDO�H[SHQGLWXUH�ZKLFK�KDV�QRW�LPPHGLDWHO\�EHHQ�SDLG�IRU WKURXJK�D�UHYHQXH�RU�FDSLWDO�UHVRXUFH��ZLOO�LQFUHDVH�
WKH�&)5���

7KH�&)5�GRHV�QRW�LQFUHDVH�LQGHILQLWHO\��DV�WKH�PLQLPXP�UHYHQXH�SURYLVLRQ��053��LV�D�VWDWXWRU\�DQQXDO�UHYHQXH�FKDUJH�ZKLFK�EURDGO\�UHGXFHV�WKH�
LQGHEWHGQHVV LQ�OLQH�ZLWK�HDFK�DVVHWV�OLIH��DQG�VR�FKDUJHV�WKH�HFRQRPLF�FRQVXPSWLRQ�RI�FDSLWDO�DVVHWV�DV�WKH\�DUH�XVHG�

7KH�&RXQFLO�LV�DVNHG�WR�DSSURYH�WKH�&)5�SURMHFWLRQV�EHORZ�

&DSLWDO�)LQDQFLQJ�
5HTXLUHPHQW��¶���

�������
)RUHFDVW

�������
(VWLPDWH

�������
(VWLPDWH

�������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

��������
(VWLPDWH

&)5�± QRQ�+5$ ������� ������� ������� ������� ������� ������� ������� ������� ������� �������

&)5�± +5$ ������ ������� ������� ������� ������� ������� ������� ������� ������� �������

7RWDO�&)5 ������� ������� ������� ������� ������� ������� ������� ������� ������� �������

0RYHPHQW�LQ�&)5 ������ ������ ������ ����� ����� ������� ������� ������� ������� �������

0RYHPHQW�LQ�&)5�UHSUHVHQWHG�E\�

1HW�ILQDQFLQJ�QHHG�IRU�
WKH�\HDU��DERYH� ������ ������ ������ ������ ������ ����� ����� ����� ����� �����

/HVV�053�953�DQG�
RWKHU�ILQDQFLQJ�
PRYHPHQWV

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

0RYHPHQW�LQ�&)5 ������ ������ ������ ����� ����� ������� ������� ������� ������� �������



�

�

��� 0LQLPXP�5HYHQXH�3URYLVLRQ��053��3ROLF\�6WDWHPHQW

053�LV�DQ�DQQXDO�FKDUJH�WKDW�&RXQFLOV�DUH�UHTXLUHG�WR�SD\�IRU�WKHLU�GHEW�OLDELOLW\� LQ�UHVSHFW�RI�FDSLWDO�H[SHQGLWXUH�IXQGHG�E\�ERUURZLQJ��IRU�ERWK�WKH�
JHQHUDO�IXQG�DQG�WKH�+RXVLQJ�5HYHQXH�$FFRXQW�GHEW����7KLV�FDSLWDO�H[SHQGLWXUH�LV�VHW�RXW�DV�SDUW�RI�WKH�&)5�FDOFXODWLRQ�DQG�XSGDWHG�UHJXODUO\�WR�
UHIOHFW�ERUURZLQJ�QHHG�FKDQJHV�DQG�WKH�UHVXOWDQW�FRVWV��LW�LV�LPSRUWDQW�WR�HQVXUH�WKDW�WKH�GHEW�LV�UHSDLG�RYHU�D�SHULRG�FRPPHQVXUDWH�ZLWK�WKDW�RYHU�
ZKLFK�WKH�FDSLWDO�H[SHQGLWXUH�SURYLGHV�EHQHILW�

7KH�GHEW�UHSD\PHQW�LV D�UHYHQXH�FKDUJH��WKH�PLQLPXP�UHYHQXH�SURYLVLRQ �053���DOWKRXJK�DGGLWLRQDO�YROXQWDU\�SD\PHQWV DUH�DOORZHG LI�UHTXLUHG�
YROXQWDU\�UHYHQXH�SURYLVLRQ �953����

:HOVK�*RYHUQPHQW�UHJXODWLRQV�KDYH�EHHQ�LVVXHG�ZKLFK�UHTXLUH�WKH�&RXQFLO�WR�DSSURYH�WKH053�6WDWHPHQW LQ�DGYDQFH�RI�HDFK�\HDU���$�YDULHW\�RI�
RSWLRQV�DUH�SURYLGHG�WR�FRXQFLOV��VR�ORQJ�DV�WKHUH�LV�D�SUXGHQW�SURYLVLRQ VHW�RXW���

5HFRPPHQGDWLRQ�� 7KH�&RXQFLO�LV�UHFRPPHQGHG�WR�DSSURYH�WKH�IROORZLQJ�053�6WDWHPHQW IRU�WKH���������ILQDQFLDO�\HDU�

D� )RU�FDSLWDO�H[SHQGLWXUH�LQFXUUHG�EHIRUH���$SULO������RU�ZKLFK�LQ�WKH�IXWXUH�ZLOO�EH�6XSSRUWHG�&DSLWDO�([SHQGLWXUH��WKH�053�SROLF\�ZLOO�EH�

x 7R�FRQWLQXH�WR�FDOFXODWH�WKH�053�RQ�D����RQ�D�VWUDLJKW�OLQH�EDVLV�IRU�ERUURZLQJ�&RXQFLO�)XQG�GHEW�

E� )URP���$SULO������IRU�DOO�XQVXSSRUWHG�ERUURZLQJ��LQFOXGLQJ�3),�DQG�ILQDQFH�OHDVHV���WKH�053�SROLF\�ZLOO EH�

x 7R�FKDUJH�053�RYHU�WKH�OLIH�RI�DVVHW�OLIH RQ�DQ�DQQXLW\�EDVLV��

F� (VWLPDWHG�OLIH�SHULRGV�ZLOO�EH�GHWHUPLQHG�XQGHU�GHOHJDWHG�SRZHUV���:KDWHYHU�W\SH�RI�H[SHQGLWXUH�LV�LQYROYHG��LW�ZLOO�EH�JURXSHG�WRJHWKHU�LQ�D�
PDQQHU�ZKLFK�UHIOHFWV�WKH�QDWXUH�RI�WKH�FRPSRQHQWV�RI�H[SHQGLWXUH�DQG�ZLOO�RQO\�EH�GLYLGHG�XS�LQ�FDVHV�ZKHUH�WKHUH�DUH�WZR�RU�PRUH�PDMRU�
FRPSRQHQWV�ZLWK�VXEVWDQWLDOO\�GLIIHUHQW�HFRQRPLF�OLYHV�

7KHVH�RSWLRQV�SURYLGH�IRU�D�UHGXFWLRQ�LQ�WKH�ERUURZLQJ�QHHG�RYHU�DSSUR[LPDWHO\�WKH�DVVHW¶V� OLIH��

G� 7KHUH LV�D�UHTXLUHPHQW�RQ�WKH�+5$�WR�PDNH�D�PLQLPXP�UHYHQXH�SURYLVLRQ�RI����RI�WKH�UHGXFLQJ�EDODQFH���7KH�+5$�053�IRU�SUXGHQWLDO�GHEW�
ZLOO�EH�FDOFXODWHG�XVLQJ�WKH�DVVHW�OLIH�PHWKRG�

H� 5HSD\PHQWV�LQFOXGHG�LQ�DQQXDO�3),�RU�ILQDQFH�OHDVHV�DUH�DSSOLHG�DV�053��

I� ,Q�DGGLWLRQ� WKH�JXLGDQFH�DOORZV�IRU�053�WR�EH�GHIHUUHG�IRU�DVVHWV�XQGHU�FRQVWUXFWLRQ�DQG�WKLV�SDUW�RI�WKH�JXLGDQFH�LV DGRSWHG�EHFDXVH�WKH�
DVVHW�LV�QRW�XVHG�E\�WKH�DXWKRULW\�XQWLO�LW�LV�RSHUDWLRQDO�DQG�WKHUHIRUH�WKH�053�ZLOO�PDWFK�WKH�OLIH�RI�WKH�DVVHW�

J� 0532YHUSD\PHQWV�� $�FKDQJH�LQWURGXFHG�E\�WKH�UHYLVHG�:HOVK�*RYHUQPHQW�053�*XLGDQFH�ZDV�WKH�DOORZDQFH�WKDW�DQ\�FKDUJHV�PDGH�RYHU�
WKH�VWDWXWRU\�PLQLPXP UHYHQXH�SURYLVLRQ��053���YROXQWDU\�UHYHQXH�SURYLVLRQ�RU�RYHUSD\PHQWV��FDQ��LI�QHHGHG��EH�UHFODLPHG�LQ�ODWHU�\HDUV�LI�
GHHPHG�QHFHVVDU\�RU�SUXGHQW���,Q�RUGHU�IRU�WKHVH�VXPV�WR�EH�UHFODLPHG�IRU�XVH�LQ�WKH�EXGJHW��WKLV�SROLF\�PXVW�GLVFORVH�WKH�FXPXODWLYH�
RYHUSD\PHQW�PDGH�HDFK�\HDU���8S�XQWLO�WKH���VW 0DUFK������WKH�WRWDO�953 XWLOLVHG�ZDV�����P��ZLWK�WKH�H[SHFWHG�WRWDO RYHUSD\PHQWV EHLQJ
�����P�
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�� %2552:,1*
7KH�FDSLWDO�H[SHQGLWXUH�SODQV�VHW�RXW�LQ�6HFWLRQ���SURYLGHGHWDLOV�RI�WKH�VHUYLFH�DFWLYLW\�RI�WKH�&RXQFLO� 7KH�WUHDVXU\�PDQDJHPHQW�IXQFWLRQ�HQVXUHV�WKDW�WKH�
&RXQFLO¶V�FDVK�LV�RUJDQLVHG�LQ�DFFRUGDQFH�ZLWK�WKH�UHOHYDQW�SURIHVVLRQDO�FRGHV��VR�WKDW�VXIILFLHQW�FDVK�LV�DYDLODEOH�WR�PHHW�WKLV�VHUYLFH�DFWLYLW\ DQG�WKH�
&RXQFLO¶V�FDSLWDO�VWUDWHJ\�7KLV�ZLOO�LQYROYH�ERWK WKH�RUJDQLVDWLRQ�RI�WKH�FDVK�IORZ�DQG��ZKHUH�FDSLWDO�SODQV�UHTXLUH��WKH�RUJDQLVDWLRQ�RI�DSSURSULDWH�ERUURZLQJ�
IDFLOLWLHV��7KH�VWUDWHJ\�FRYHUV�WKH�UHOHYDQW�WUHDVXU\���SUXGHQWLDO�LQGLFDWRUV��WKH�FXUUHQW�DQG�SURMHFWHG�GHEW�SRVLWLRQV�DQG�WKH�DQQXDO�LQYHVWPHQW�VWUDWHJ\�

��� )RUZDUG�3URMHFWLRQV

7KH�&RXQFLO¶V IRUZDUG�SURMHFWLRQV�IRU�ERUURZLQJ�DUH�VXPPDULVHG EHORZ��7KH�WDEOH�VKRZV�WKH�DFWXDO�H[WHUQDO�GHEW� DJDLQVW�WKH�XQGHUO\LQJ�FDSLWDO�ERUURZLQJ�
QHHG� �WKH�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW�� &)5���KLJKOLJKWLQJ�DQ\�RYHU�RU�XQGHU�ERUURZLQJ�

&KDQJH�LQ�([WHUQDO�'HEW
�
��� (VWLPDWH�

�������
(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

&RXQFLO�)XQG

([WHUQDO�'HEW

'HEW�DW��VW�$SULO ������� ������� ������� ������� ������� ������� ������� ������� �������

([SHFWHG�FKDQJH�LQ�'HEW ������ ������ ����� ����� ������ ����� ������ ����� ������
(VWLPDWHG�*URVV�'HEW�DW���VW�
0DUFK

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

&)5 ������� ������� ������� ������� ������� ������� ������� ������� �������
8QGHU����2YHU��%RUURZLQJ ������ ������ ������ ������ ������ ������ ������ ������ ������

+5$
([WHUQDO�'HEW

'HEW�DW��VW�$SULO ������ ������� ������� ������� ������� ������� ������� ������� �������

([SHFWHG�FKDQJH�LQ�'HEW ������ ������ ����� ���� ������ ���� ������ ������ ����
(VWLPDWHG�*URVV�'HEW�DW���VW�
0DUFK

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

&)5 ������� ������� ������� ������� ������� ������� ������� ������� �������



��

:LWKLQ�WKH�UDQJH�RI�SUXGHQWLDO� LQGLFDWRUV�WKHUH�DUH�D�QXPEHU�RI�NH\�LQGLFDWRUV�WR�HQVXUH�WKDW�WKH�&RXQFLO�RSHUDWHV�LWV�DFWLYLWLHV�ZLWKLQ�ZHOO�GHILQHG
OLPLWV���2QH�RI�WKHVH�LV�WKDW WKH�&RXQFLO�QHHGV�WR�HQVXUH�WKDW�LWV�JURVV�GHEW�GRHV�QRW��H[FHSW�LQ�WKH�VKRUW�WHUP��H[FHHG�WKH�WRWDO�RI�WKH�&)5�LQ�WKH�SUHFHGLQJ�
\HDU�SOXV�WKH�HVWLPDWHV�RI�DQ\�DGGLWLRQDO�&)5�IRU��������DQG�WKH�IROORZLQJ�WZR�ILQDQFLDO�\HDUV���7KLV�DOORZV�VRPH�IOH[LELOLW\�IRU�OLPLWHG�HDUO\�ERUURZLQJ�IRU�
IXWXUH�\HDUV��EXW�HQVXUHV�WKDW�ERUURZLQJ�LV�QRW�XQGHUWDNHQ�IRU�UHYHQXH�RU�VSHFXODWLYH�SXUSRVHV�� ���

7KH�+HDG�RI�)LQDQFLDO�6HUYLFHV UHSRUWV�WKDW�WKH�&RXQFLO�FRPSOLHG�ZLWK�WKLV�SUXGHQWLDO�LQGLFDWRU�LQ�WKH�FXUUHQW�\HDU�DQG�GRHV�QRW�HQYLVDJH�GLIILFXOWLHV�IRU�
WKH�IXWXUH���7KLV�YLHZ�WDNHV�LQWR�DFFRXQW�FXUUHQW�FRPPLWPHQWV��H[LVWLQJ�SODQV��DQG�WKH�SURSRVDOV� LQ�WKLV�EXGJHW�UHSRUW���

��� 7UHDVXU\�,QGLFDWRUV��OLPLWV�WR�ERUURZLQJ�DFWLYLW\

7KH�RSHUDWLRQDO�ERXQGDU\��7KLV�LV�WKH�OLPLW�EH\RQG�ZKLFK�H[WHUQDO�GHEW�LV�QRW�QRUPDOO\�H[SHFWHG�WR�H[FHHG���,Q�PRVW�FDVHV��WKLV�ZRXOG�EH�D�VLPLODU�
ILJXUH�WR�WKH�&)5��EXW�PD\�EH�ORZHU�RU�KLJKHU�GHSHQGLQJ�RQ�WKH�OHYHOV�RI�DFWXDO�GHEW DQG�WKH�DELOLW\�WR�IXQG�XQGHU�ERUURZLQJ�E\�RWKHU�FDVK�UHVRXUFHV�

�P ������� ������� ������� ������� ������� ������� ������� ������� ������� �������

%RUURZLQJ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������

7RWDO ������ ������ ������ ������ ������ ������ ������ ������ ������ ������

��� 7KH�DXWKRULVHG�OLPLW�IRU�H[WHUQDO�GHEW�

7KLV�LV�D NH\�SUXGHQWLDO�LQGLFDWRU�DQG�UHSUHVHQWV�D�FRQWURO�RQ�WKH�PD[LPXP�OHYHO�RI�ERUURZLQJ� 7KLV�UHSUHVHQWV�D�OHJDO�OLPLW�EH\RQG�ZKLFK�H[WHUQDO�
GHEW�LV�SURKLELWHG��DQG�WKLV�OLPLW�QHHGV�WR�EH�VHW�RU�UHYLVHG�E\�WKH�IXOO�&RXQFLO���,W�UHIOHFWV�WKH�OHYHO�RI�H[WHUQDO�GHEW�ZKLFK��ZKLOH�QRW�GHVLUHG��FRXOG�EH�
DIIRUGHG�LQ�WKH�VKRUW�WHUP��EXW�LV�QRW�VXVWDLQDEOH� LQ�WKH�ORQJHU�WHUP�

D� 7KLV�LV�WKH�VWDWXWRU\�OLPLW�GHWHUPLQHG�XQGHU�VHFWLRQ�������RI�WKH�/RFDO�*RYHUQPHQW�$FW�������7KH�*RYHUQPHQW�UHWDLQV�DQ�RSWLRQ WR�FRQWURO�
HLWKHU�WKH�WRWDO�RI�DOO�FRXQFLOV¶�SODQV��RU�WKRVH�RI�D�VSHFLILF�FRXQFLO��DOWKRXJK� WKLV�SRZHU�KDV�QRW�\HW�EHHQ�H[HUFLVHG�

E� 7KH�&RXQFLO�LV�DVNHG�WR�DSSURYH�WKH�IROORZLQJ�DXWKRULVHG� OLPLW�

�P ������� ������� ������� ������� ������� ������� ������� ������� ������� �������

%RUURZLQJ ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

7RWDO ����� ����� ����� ����� ����� ����� ����� ����� ����� �����
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��� 3URVSHFWV�IRU�,QWHUHVW�5DWHV

7KH�&RXQFLO�KDV�DSSRLQWHG�/LQN�$VVHW�6HUYLFHV�DV�LWV�WUHDVXU\�DGYLVRU�DQG�SDUW�RI�WKHLU�VHUYLFH�LV�WR�DVVLVW�WKH�&RXQFLO�WR�IRUPXODWH�D�YLHZ�RQ�LQWHUHVW�
UDWHV��7KH�IROORZLQJ�WDEOH�JLYHV�RXU�FHQWUDO�YLHZ�

7KH�DERYH�IRUHFDVWV�KDYH�EHHQ�EDVHG�RQ�DQ�DVVXPSWLRQ�WKDW�WKHUH�LV�VRPH�VRUW�RI�PXGGOH�WKURXJK�WR�DQ�DJUHHG�GHDO�RQ�%UH[LW��LQFOXGLQJ�DJUHHPHQW�
RQ�WKH�WHUPV�RI�WUDGH�EHWZHHQ�WKH�8.�DQG�(8��DW�VRPH�SRLQW�LQ�WLPH��*LYHQ�WKH�FXUUHQW�OHYHO�RI�XQFHUWDLQWLHV�DURXQG�WKH�XQFHUWDLQWLHV�IROORZLQJ�WKH�
JHQHUDO�HOHFWLRQ�DQG�WKHQ�VXEVHTXHQW�GHYHORSPHQWV��WKLV�LV�D�PDMRU�DVVXPSWLRQ�DQG�VR�IRUHFDVWV�PD\�QHHG�WR�EH�PDWHULDOO\�UHDVVHVVHG� LQ�WKH�OLJKW�RI�
HYHQWV�RYHU�WKH�FRPLQJ�ZHHNV�RU�PRQWKV��

,W�KDV�EHHQ�OLWWOH�VXUSULVH�WKDW�WKH�0RQHWDU\�3ROLF\�&RPPLWWHH��03&��KDV�OHIW�%DQN�5DWH�XQFKDQJHG�DW�������LQ������GXH�WR�WKH�RQJRLQJ�XQFHUWDLQW\�
RYHU�%UH[LW���,Q�LWV�PHHWLQJ�RQ���1RYHPEHU��WKH�03&�EHFDPH�PRUH�GRYLVK�GXH�WR�LQFUHDVHG�FRQFHUQV�RYHU�WKH�RXWORRN�IRU�WKH�GRPHVWLF�HFRQRP\�LI�
%UH[LW�XQFHUWDLQWLHV�ZHUH�WR�EHFRPH�PRUH�HQWUHQFKHG��DQG�IRU�ZHDN�JOREDO�HFRQRPLF�JURZWK��LI�WKRVH�XQFHUWDLQWLHV�ZHUH�WR�PDWHULDOLVH��WKHQ�LW�LV�OLNHO\�
WKH�03&�ZRXOG�FXW�%DQN�5DWH��+RZHYHU��LI�WKH\�ZHUH�ERWK�WR�GLVVLSDWH�� WKHQ�UDWHV�ZRXOG�QHHG�WR�ULVH�DW�D�³JUDGXDO�SDFH�DQG�WR D�OLPLWHG�H[WHQW´��
%UH[LW�XQFHUWDLQW\�KDV�KDG�D�GDPSHQLQJ�HIIHFW�RQ�8.�*'3�JURZWK�LQ�������HVSHFLDOO\�DURXQG�PLG�\HDU��,I�WKHUH�ZHUH�DQ�HYHQWXDO�%UH[LW�ZLWK�QR�
DJUHHPHQW�RQ�WKH�WHUPV�RI�WUDGH�EHWZHHQ�WKH�8.�DQG�(8��WKHQ�LW�LV�OLNHO\�WKDW�WKHUH�ZLOO�EH�D�FXW�RU�FXWV�LQ�%DQN�5DWH�WR�KHOS�VXSSRUW�HFRQRPLF�
JURZWK��

%RQG�\LHOGV���3:/%�UDWHV���7KHUH�KDV�EHHQ�PXFK�VSHFXODWLRQ�UHFHQWO\�WKDW�ZH�DUH�FXUUHQWO\�LQ�D�ERQG�PDUNHW�EXEEOH���+RZHYHU��JLYHQ�WKH�FRQWH[W�
WKDW�WKHUH�DUH�KHLJKWHQHG�H[SHFWDWLRQV�WKDW�WKH�86�FRXOG�EH�KHDGLQJ�IRU�D�UHFHVVLRQ��DQG�D�JHQHUDO�EDFNJURXQG�RI�D�GRZQWXUQ�LQ�ZRUOG�HFRQRPLF�
JURZWK��WRJHWKHU�ZLWK�LQIODWLRQ�JHQHUDOO\�DW�ORZ�OHYHOV�LQ�PRVW�FRXQWULHV�DQG�H[SHFWHG�WR�UHPDLQ�VXEGXHG��FRQGLWLRQV�DUH�ULSH IRU�ORZ�ERQG�\LHOGV���
:KLOH�LQIODWLRQ�WDUJHWLQJ�E\�WKH�PDMRU�FHQWUDO�EDQNV�KDV�EHHQ�VXFFHVVIXO�RYHU�WKH�ODVW�WKLUW\�\HDUV�LQ�ORZHULQJ�LQIODWLRQ�H[SHFWDWLRQV��WKH�UHDO�
HTXLOLEULXP�UDWH�IRU�FHQWUDO�UDWHV�KDV�IDOOHQ�FRQVLGHUDEO\�GXH�WR�WKH�KLJK�OHYHO�RI�ERUURZLQJ�E\�FRQVXPHUV��WKLV�PHDQV�WKDW�FHQWUDO�EDQNV�GR�QRW�QHHG�
WR�UDLVH�UDWHV�DV�PXFK�QRZ�WR�KDYH�D�PDMRU�LPSDFW�RQ�FRQVXPHU�VSHQGLQJ�� LQIODWLRQ��HWF��7KLV�KDV�SXOOHG�GRZQ�WKH�RYHUDOO�OHYHO�RI�LQWHUHVW�UDWHV�DQG�

/LQN�$VVHW�6HUYLFHV�,QWHUHVW�5DWH�9LHZ

'HF��� 0DU��� -XQ��� 6HS��� 'HF��� 0DU��� -XQ��� 6HS��� 'HF��� 0DU��� -XQ��� 6HS��� 'HF��� 0DU���

%DQN�5DWH�9LHZ ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

��0RQWK�/,%,' ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

��0RQWK�/,%,' ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

���0RQWK�/,%,' ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

�\U�3:/%�5DWH ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

��\U�3:/%�5DWH ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

��\U�3:/%�5DWH ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

��\U�3:/%�5DWH ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����



��

ERQG�\LHOGV�LQ�ILQDQFLDO�PDUNHWV�RYHU�WKH�ODVW�WKLUW\�\HDUV���:H�KDYH�WKHUHIRUH�VHHQ�RYHU�WKH�ODVW�\HDU��PDQ\�ERQG�\LHOGV�XS� WR�WHQ�\HDUV�LQ�WKH�
(XUR]RQH�DFWXDOO\�WXUQ�QHJDWLYH��,Q�DGGLWLRQ�� WKHUH�KDV��DW�WLPHV��EHHQ�DQ�LQYHUVLRQ�RI�ERQG�\LHOGV�LQ�WKH�86�ZKHUHE\�WHQ�\HDU�\LHOGV�KDYH�IDOOHQ�EHORZ�
VKRUWHU�WHUP�\LHOGV��,Q�WKH�SDVW��WKLV�KDV�EHHQ�D�SUHFXUVRU�RI�D�UHFHVVLRQ���7KH�RWKHU�VLGH�RI�WKLV�FRLQ�LV�WKDW�ERQG�SULFHV�DUH�HOHYDWHG��DV�LQYHVWRUV�
ZRXOG�EH�H[SHFWHG�WR�EH�PRYLQJ�RXW�RI�ULVNLHU�DVVHWV�L�H��VKDUHV��LQ�DQWLFLSDWLRQ�RI�D�GRZQWXUQ�LQ�FRUSRUDWH�HDUQLQJV�DQG�VR�VHOOLQJ�RXW�RI�HTXLWLHV���
+RZHYHU��VWRFN�PDUNHWV�DUH�DOVR�FXUUHQWO\�DW�KLJK�OHYHOV�DV�VRPH�LQYHVWRUV�KDYH�IRFXVHG�RQ�FKDVLQJ�UHWXUQV�LQ�WKH�FRQWH[W�RI�GLVPDO�XOWUD�ORZ�LQWHUHVW�
UDWHV�RQ�FDVK�GHSRVLWV�� �

'XULQJ�WKH�ILUVW�KDOI�RI���������WR����6HSWHPEHU��JLOW�\LHOGV�SOXQJHG�DQG�FDXVHG�D�QHDU�KDOYLQJ�RI�ORQJHU�WHUP�3:/%�UDWHV�WR�FRPSOHWHO\�
XQSUHFHGHQWHG�KLVWRULF�ORZ�OHYHOV���6HH�SDUDJUDSK�����IRU�FRPPHQWV�RQ�WKH�LQFUHDVH�LQ�WKH�3:/%�UDWHV�PDUJLQ�RYHU�JLOW�\LHOGV�RI����ESV�LQWURGXFHG�
RQ������������7KHUH�LV�WKRXJK��DQ�H[SHFWDWLRQ�WKDW�ILQDQFLDO�PDUNHWV�KDYH�JRQH�WRR�IDU�LQ�WKHLU�IHDUV�DERXW�WKH�GHJUHH�RI�WKH�GRZQWXUQ� LQ�86�DQG�ZRUOG�
JURZWK���,I��DV�H[SHFWHG��WKH�86�RQO\�VXIIHUV�D�PLOG�GRZQWXUQ�LQ�JURZWK��ERQG�PDUNHWV�LQ�WKH�86�DUH�OLNHO\�WR�VHOO�RII�DQG�WKDW�ZRXOG�EH�H[SHFWHG�WR�SXW�
XSZDUG�SUHVVXUH�RQ�ERQG�\LHOGV��QRW�RQO\�LQ�WKH�86��EXW�DOVR�LQ�WKH�8.�GXH�WR�D�FRUUHODWLRQ�EHWZHHQ�86�WUHDVXULHV�DQG�8.�JLOWV��DW�YDULRXV�WLPHV�WKLV�
FRUUHODWLRQ�KDV�EHHQ�VWURQJ�EXW�DW�RWKHU�WLPHV�ZHDN��+RZHYHU��IRUHFDVWLQJ�WKH�WLPLQJ�RI�WKLV�DQG�KRZ�VWURQJ�WKH�FRUUHODWLRQ�LV�OLNHO\�WR�EH�LV�YHU\�
GLIILFXOW�WR�IRUHFDVW�ZLWK�DQ\�GHJUHH�RI�FRQILGHQFH��&KDQJHV�LQ�8.�%DQN�5DWH�ZLOO�DOVR�LPSDFW�RQ�JLOW�\LHOGV�

2QH�SRWHQWLDO�GDQJHU�WKDW�PD\�EH�OXUNLQJ�LQ�LQYHVWRU�PLQGV�LV�WKDW�-DSDQ�KDV�EHFRPH�PLUHG�LQ�D�WZHQW\�\HDU�ERJ�RI�IDLOLQJ�WR�JHW�HFRQRPLF�JURZWK�DQG�
LQIODWLRQ�XS�RII�WKH�IORRU��GHVSLWH�D�FRPELQDWLRQ�RI�PDVVLYH�PRQHWDU\�DQG�ILVFDO�VWLPXOXV�E\�ERWK�WKH�FHQWUDO�EDQN�DQG�JRYHUQPHQW��,QYHVWRUV�FRXOG�EH�
IUHWWLQJ�WKDW�WKLV�FRQGLWLRQ�PLJKW�EHFRPH�FRQWDJLRXV� WR�RWKHU�ZHVWHUQ�HFRQRPLHV�

$QRWKHU�GDQJHU�LV�WKDW�XQFRQYHQWLRQDO�PRQHWDU\�SROLF\�SRVW��������XOWUD�ORZ�LQWHUHVW�UDWHV�SOXV�TXDQWLWDWLYH�HDVLQJ���PD\�HQG�XS�GRLQJ�PRUH�KDUP�
WKDQ�JRRG�WKURXJK�SURORQJHG�XVH��/RZ�LQWHUHVW� UDWHV�KDYH�HQFRXUDJHG�D�GHEW�IXHOOHG�ERRP�WKDW�QRZ�PDNHV�LW�KDUGHU�IRU�FHQWUDO�EDQNV�WR�UDLVH�
LQWHUHVW�UDWHV��1HJDWLYH�LQWHUHVW�UDWHV�FRXOG�GDPDJH�WKH�SURILWDELOLW\�RI�FRPPHUFLDO�EDQNV�DQG�VR�LPSDLU�WKHLU�DELOLW\�WR�OHQG�DQG���RU�SXVK�WKHP�LQWR�
ULVNLHU�OHQGLQJ��%DQNV�FRXOG�DOVR�HQG�XS�KROGLQJ�ODUJH�DPRXQWV�RI�WKHLU�JRYHUQPHQW¶V�ERQGV�DQG�VR�FUHDWH�D�SRWHQWLDO�GRRP�ORRS���$�GRRP�ORRS�ZRXOG�
RFFXU�ZKHUH�WKH�FUHGLW�UDWLQJ�RI�WKH�GHEW�RI�D�QDWLRQ�ZDV�GRZQJUDGHG�ZKLFK ZRXOG�FDXVH�ERQG�SULFHV�WR�IDOO��FDXVLQJ�ORVVHV�RQ�GHEW�SRUWIROLRV�KHOG�E\�
EDQNV�DQG�LQVXUHUV��VR�UHGXFLQJ�WKHLU�FDSLWDO�DQG�IRUFLQJ�WKHP�WR�VHOO�ERQGV�± ZKLFK��LQ�WXUQ��ZRXOG FDXVH�IXUWKHU�IDOOV�LQ�WKHLU�SULFHV�HWF����,Q�DGGLWLRQ��
WKH�ILQDQFLDO�YLDELOLW\�RI�SHQVLRQ�IXQGV�FRXOG�EH�GDPDJHG�E\�ORZ�\LHOGV�RQ�KROGLQJV�RI�ERQGV�

7KH�RYHUDOO�ORQJHU�UXQ�IXWXUH�WUHQG�LV�IRU�JLOW�\LHOGV��DQG�FRQVHTXHQWO\�3:/%�UDWHV��WR�ULVH��DOEHLW�JHQWO\�� )URP�WLPH�WR�WLPH��JLOW�\LHOGV��DQG�WKHUHIRUH�
3:/%�UDWHV��FDQ�EH�VXEMHFW�WR�H[FHSWLRQDO�OHYHOV�RI�YRODWLOLW\�GXH�WR�JHR�SROLWLFDO��VRYHUHLJQ�GHEW�FULVLV��HPHUJLQJ�PDUNHW�GHYHORSPHQWV�DQG�VKDUS�
FKDQJHV�LQ�LQYHVWRU�VHQWLPHQW��6XFK�YRODWLOLW\�FRXOG�RFFXU DW�DQ\�WLPH�GXULQJ�WKH�IRUHFDVW�SHULRG��

,Q�DGGLWLRQ��3:/%�UDWHV�DUH�VXEMHFW�WR�DG�KRF�GHFLVLRQV�E\�+�0��7UHDVXU\ WR�FKDQJH�WKH�PDUJLQ�RYHU�JLOW�\LHOGV�FKDUJHG�LQ�3:/%�UDWHV��VXFK�
FKDQJHV�FRXOG�EH�XS�RU�GRZQ��,W�LV�QRW�FOHDU�WKDW�LI�JLOW�\LHOGV�ZHUH�WR�ULVH�EDFN�XS�DJDLQ�E\�RYHU����ESV�ZLWKLQ�WKH�QH[W�\HDU�RU�VR��ZKHWKHU�+�0�
7UHDVXU\�ZRXOG�UHPRYH�WKH�H[WUD�����ESV�PDUJLQ�LPSOHPHQWHG�RQ���������

(FRQRPLF�DQG�LQWHUHVW�UDWH�IRUHFDVWLQJ�UHPDLQV�GLIILFXOW�ZLWK�VR�PDQ\�LQIOXHQFHV�ZHLJKLQJ�RQ�8.�JLOW�\LHOGV�DQG�3:/%�UDWHV��7KH�DERYH�IRUHFDVWV��
�DQG�03&�GHFLVLRQV���ZLOO�EH�OLDEOH� WR�IXUWKHU�DPHQGPHQW�GHSHQGLQJ�RQ�KRZ�HFRQRPLF�GDWD�DQG�GHYHORSPHQWV�LQ�ILQDQFLDO�PDUNHWV WUDQVSLUH�RYHU�WKH�



��

QH[W�\HDU��*HRSROLWLFDO�GHYHORSPHQWV��HVSHFLDOO\�LQ�WKH�(8��FRXOG�DOVR�KDYH�D�PDMRU�LPSDFW��)RUHFDVWV�IRU�DYHUDJH�LQYHVWPHQW�HDUQLQJV�EH\RQG�WKH�
WKUHH�\HDU�WLPH�KRUL]RQ�ZLOO�EH�KHDYLO\�GHSHQGHQW�RQ�HFRQRPLF�DQG�SROLWLFDO�GHYHORSPHQWV��

��� ,QYHVWPHQW�DQG�%RUURZLQJ�5DWHV

,QYHVWPHQW�UHWXUQV�DUH�OLNHO\�WR�UHPDLQ�ORZ�GXULQJ��������ZLWK�OLWWOH�LQFUHDVH�LQ�WKH�IROORZLQJ�WZR�\HDUV� +RZHYHU��LI�PDMRU�SURJUHVV�ZDV�PDGH�ZLWK�DQ�DJUHHG�
%UH[LW��WKHQ�WKHUH�LV�XSVLGH�SRWHQWLDO�IRU�HDUQLQJV� %RUURZLQJ�LQWHUHVW�UDWHVZHUH�RQ�D�PDMRU�IDOOLQJ�WUHQG�GXULQJ�WKH�ILUVW�KDOI�RI���������EXW�WKHQ�MXPSHG�XS�E\�
����ESV�RQ����������� 7KH�SROLF\�RI�DYRLGLQJ�QHZ�ERUURZLQJ�E\�UXQQLQJ�GRZQ�VSDUH�FDVK�EDODQFHV�KDV�VHUYHG�ORFDO�DXWKRULWLHV�ZHOO RYHU�WKH�ODVW�IHZ�
\HDUV� +RZHYHU��WKH�XQH[SHFWHG�LQFUHDVH�RI ����ESV�LQ�3:/%�UDWHV�UHTXLUHV�D�PDMRU�UHWKLQN�RI�ORFDO�DXWKRULW\�WUHDVXU\�PDQDJHPHQW�VWUDWHJ\�DQG�ULVN�
PDQDJHPHQW���

:KLOH�WKLV�DXWKRULW\�ZLOO�QRW�EH�DEOH�WR�DYRLG�ERUURZLQJ�WR�ILQDQFH�QHZ�FDSLWDO�H[SHQGLWXUH��WR�UHSODFH�PDWXULQJ�GHEW DQG�WKH�UXQGRZQ�RI�UHVHUYHV� WKHUH�ZLOO�EH
D�FRVW�RI�FDUU\� �WKH�GLIIHUHQFH�EHWZHHQ�KLJKHU�ERUURZLQJ�FRVWV�DQG�ORZHU�LQYHVWPHQW�UHWXUQV�� WR�DQ\�QHZ�VKRUW�RU�PHGLXP�WHUP�ERUURZLQJ�WKDW�FDXVHV�D�
WHPSRUDU\�LQFUHDVH�LQ�FDVK�EDODQFHV�DV�WKLV�SRVLWLRQ�ZLOO��PRVW�OLNHO\��LQFXU�D�UHYHQXH�FRVW�

��� %RUURZLQJ�6WUDWHJ\�

7KH�&RXQFLO�LV�FXUUHQWO\�PDLQWDLQLQJ�DQ�XQGHU�ERUURZHG�SRVLWLRQ���7KLV�PHDQV�WKDW�WKH�FDSLWDO�ERUURZLQJ�QHHG��WKH�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW���KDV�QRW�
EHHQ�IXOO\�IXQGHG�ZLWK�ORDQ�GHEW�DV�FDVK�VXSSRUWLQJ�WKH�&RXQFLO¶V�UHVHUYHV��EDODQFHV�DQG�FDVK�IORZ�KDV�EHHQ�XVHG�DV�D�WHPSRUDU\�PHDVXUH��7KLV�VWUDWHJ\�LV�
SUXGHQW�DV�LQYHVWPHQW�UHWXUQV�DUH�ORZ�DQG�FRXQWHUSDUW\�ULVN�LV�VWLOO�DQ�LVVXH�WKDW�QHHGV�WR�EH�FRQVLGHUHG�

$JDLQVW�WKLV�EDFNJURXQG�DQG�WKH�ULVNV ZLWKLQ�WKH�HFRQRPLF�IRUHFDVW��FDXWLRQ�ZLOO�EH�DGRSWHG�ZLWK�WKH�������� WUHDVXU\�RSHUDWLRQV� 7KH�+HDG�RI�)LQDQFLDO�
6HUYLFHVZLOO�PRQLWRU�LQWHUHVW UDWHV�LQ�ILQDQFLDO�PDUNHWV�DQG�DGRSW�D�SUDJPDWLF�DSSURDFK�WR�FKDQJLQJ�FLUFXPVWDQFHV�

x LI�LW�ZDV�IHOW�WKDW�WKHUH�ZDV�D�VLJQLILFDQW�ULVN�RI�D�VKDUS�)$//�LQ�ERUURZLQJ�UDWHV� �H�J� GXH�WR�D�PDUNHG�LQFUHDVH�RI�ULVNV�DURXQG�UHODSVH�LQWR�UHFHVVLRQ�RU�RI�
ULVNV�RI�GHIODWLRQ���WKHQ�ERUURZLQJ�ZLOO�EH�SRVWSRQHG�

x LI�LW�ZDV�IHOW�WKDW�WKHUH�ZDV�D�VLJQLILFDQW�ULVN�RI�D�PXFK�VKDUSHU�5,6(�LQ�ERUURZLQJ�UDWHV�WKDQ�WKDW�FXUUHQWO\�IRUHFDVW��SHUKDSV�DULVLQJ�IURP�DQ�DFFHOHUDWLRQ�
LQ�WKH�UDWH�RI�LQFUHDVH�LQ�FHQWUDO�UDWHV�LQ�WKH�86$�DQG�8.��DQ�LQFUHDVH�LQ�ZRUOG�HFRQRPLF�DFWLYLW\� RU�D�VXGGHQ�LQFUHDVH�LQ�LQIODWLRQ�ULVNV��WKHQ�WKH�SRUWIROLR�
SRVLWLRQ�ZLOO�EH�UH�DSSUDLVHG��0RVW�OLNHO\��IL[HG�UDWH�IXQGLQJ�ZLOO�EH�GUDZQ�ZKLOVW�LQWHUHVW�UDWHV�DUH�ORZHU�WKDQ�WKH\�DUH�SURMHFWHG�WR�EH�LQ�WKH QH[W�IHZ�\HDUV�

$Q\�GHFLVLRQV�ZLOO�EH�UHSRUWHG�WR�WKH�DSSURSULDWH�GHFLVLRQ�PDNLQJ�ERG\ DW�WKH�QH[W�DYDLODEOH�RSSRUWXQLW\�

��� 3ROLF\�RQ�%RUURZLQJ�LQ�$GYDQFH�RI�1HHG�

7KH�&RXQFLO�ZLOO�QRW�ERUURZ�PRUH�WKDQ�RU�LQ�DGYDQFH�RI�LWV�QHHGV�SXUHO\�LQ�RUGHU�WR�SURILW�IURP WKH�LQYHVWPHQW�RI�WKH�H[WUD�VXPV�ERUURZHG��$Q\�GHFLVLRQ�WR�
ERUURZ�LQ�DGYDQFH�ZLOO�EH�ZLWKLQ�IRUZDUG�DSSURYHG�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW�HVWLPDWHV��DQG�ZLOO�EH�FRQVLGHUHG�FDUHIXOO\�WR�HQVXUH�WKDW�YDOXH�IRU�PRQH\�
FDQ�EH�GHPRQVWUDWHG�DQG�WKDW�WKH�&RXQFLO�FDQ�HQVXUH�WKH�VHFXULW\�RI�VXFK�IXQGV��



��

5LVNV�DVVRFLDWHG�ZLWK�DQ\�ERUURZLQJ�LQ�DGYDQFH�DFWLYLW\�ZLOO�EH�VXEMHFW�WR�SULRU�DSSUDLVDO�DQG�VXEVHTXHQW� UHSRUWLQJ�WKURXJK�WKH�PLG�\HDU�RU�DQQXDO�
UHSRUWLQJ�PHFKDQLVP�

��� 'HEW�UHVFKHGXOLQJ

5HVFKHGXOLQJ�RI�FXUUHQW�ERUURZLQJ�LQ�RXU�GHEW�SRUWIROLR�LV�XQOLNHO\�WR�RFFXU�DV�WKH�����ESV�LQFUHDVH�LQ�3:/%�UDWHV�RQO\�DSSOLHG�WR�QHZ�ERUURZLQJ�UDWHV�
DQG�QRW�WR�SUHPDWXUH�GHEW�UHSD\PHQW�UDWHV� ,I UHVFKHGXOLQJ�ZDV�GRQH��LW�ZLOO�EH�UHSRUWHG�WR�WKH &DELQHW DW�WKH�HDUOLHVW�PHHWLQJ�IROORZLQJ�LWV�DFWLRQ�

��� 1HZ�)LQDQFLDO�,QVWLWXWLRQV DV�D�VRXUFH�RI�%RUURZLQJ DQG���RU�W\SHV�RI�%RUURZLQJ

)ROORZLQJ�WKH�GHFLVLRQ�E\�WKH�3:/%�RQ���2FWREHU����� WR�LQFUHDVH�WKHLU�PDUJLQ RYHU�JLOW�\LHOGV�E\�����ESV WR�����EDVLV�SRLQWV�RQ�ORDQV�OHQW�WR�ORFDO�
DXWKRULWLHV��FRQVLGHUDWLRQ�ZLOO�DOVR�QHHG�WR�EH�JLYHQ�WR�VRXUFLQJ�IXQGLQJ�DW�FKHDSHU�UDWHV�IURP�WKH�IROORZLQJ�

x /RFDO�DXWKRULWLHV� �SULPDULO\�VKRUWHU�GDWHG�PDWXULWLHV�

x )LQDQFLDO�LQVWLWXWLRQV� �SULPDULO\�LQVXUDQFH�FRPSDQLHV�DQG�SHQVLRQ�IXQGV�EXW�DOVR�VRPH�EDQNV��RXW�RI�VSRW�RU�IRUZDUG�GDWHV�

x 0XQLFLSDO�%RQGV�$JHQF\��QR�LVVXDQFH�DW�SUHVHQW�EXW�WKHUH�LV�SRWHQWLDO�

7KH�GHJUHH�ZKLFK�DQ\�RI�WKHVH�RSWLRQV�SURYHV�FKHDSHU�WKDQ�3:/%�&HUWDLQW\�5DWH�LV�VWLOO�HYROYLQJ�DW�WKH�WLPH RI�ZULWLQJ�EXW�RXU�DGYLVRUV�ZLOO�NHHS�XV�
LQIRUPHG�

���� $SSURYHG�6RXUFHV�RI�/RQJ�DQG�6KRUW�WHUP�%RUURZLQJ

2Q�%DODQFH�6KHHW )L[HG 9DULDEOH�
3:/% x x
0XQLFLSDO�ERQG�DJHQF\� x x
/RFDO�DXWKRULWLHV x x
%DQNV x x
3HQVLRQ�IXQGV x x
,QVXUDQFH�FRPSDQLHV x x
0DUNHW��ORQJ�WHUP� x x
0DUNHW��WHPSRUDU\� x x
0DUNHW��/2%2V� x x
6WRFN�LVVXHV x x
/RFDO�WHPSRUDU\ x x
/RFDO�%RQGV x



��

/RFDO�DXWKRULW\�ELOOV����������������������������������������������������������������� x x
2YHUGUDIW x
1HJRWLDEOH�%RQGV x x
,QWHUQDO��FDSLWDO�UHFHLSWV�	�UHYHQXH�EDODQFHV� x x
&RPPHUFLDO�3DSHU x
0HGLXP�7HUP�1RWHV x
)LQDQFH�OHDVHV x x



��

� $118$/�,19(670(17�675$7(*<

��� ,QYHVWPHQW�SROLF\ ±PDQDJHPHQW�RI�ULVN

7KH�:HOVK�*RYHUQPHQW� DQG�&,3)$�KDYH�H[WHQGHG�WKH�PHDQLQJ�RI�µLQYHVWPHQWV¶�WR�LQFOXGH�ERWK�ILQDQFLDO�DQG�QRQ�ILQDQFLDO�LQYHVWPHQWV���7KLV�UHSRUW�GHDOV�
VROHO\�ZLWK�ILQDQFLDO�LQYHVWPHQWV���DV�PDQDJHG�E\�WKH�WUHDVXU\�PDQDJHPHQW�WHDP����1RQ�ILQDQFLDO�LQYHVWPHQWV��HVVHQWLDOO\�WKH�SXUFKDVH�RI�LQFRPH�\LHOGLQJ�
DVVHWV��DUH�FRYHUHG�LQ�WKH�&DSLWDO�6WUDWHJ\���$SSHQGL[�%��

7KH�&RXQFLO¶V�LQYHVWPHQW�SROLF\�KDV�UHJDUG�WR�WKH�IROORZLQJ���

x :HOVK�*RYHUQPHQW¶V�*XLGDQFH�RQ�/RFDO�*RYHUQPHQW�,QYHVWPHQWV ���� �³WKH�*XLGDQFH´�

x &,3)$�7UHDVXU\�0DQDJHPHQW�LQ�3XEOLF�6HUYLFHV�&RGH�RI�3UDFWLFH�DQG�&URVV�6HFWRUDO�*XLGDQFH�1RWHV�������³WKH�&RGH´��

x &,3)$�7UHDVXU\�0DQDJHPHQW�*XLGDQFH�1RWHV�������

7KH�&RXQFLO¶V�LQYHVWPHQW�SULRULWLHV�ZLOO�EH�VHFXULW\�ILUVW��SRUWIROLR�OLTXLGLW\�VHFRQG�DQG�WKHQ�\LHOG���UHWXUQ��

7KH�DERYH�JXLGDQFH�IURP�WKH�:HOVK�*RYHUQPHQW DQG�&,3)$�SODFH�D�KLJK�SULRULW\�RQ�WKH�PDQDJHPHQW�RI�ULVN��7KLV�DXWKRULW\�KDV�DGRSWHG�D�SUXGHQW�DSSURDFK�
WR�PDQDJLQJ�ULVN�DQG�GHILQHV�LWV�ULVN�DSSHWLWH�E\�WKH�IROORZLQJ�PHDQV���

D� 0LQLPXP�DFFHSWDEOH�FUHGLW�FULWHULD�DUH�DSSOLHG�LQ�RUGHU�WR�JHQHUDWH�D�OLVW�RI�KLJKO\�FUHGLWZRUWK\�FRXQWHUSDUWLHV���7KLV�DOVR�HQDEOHV�GLYHUVLILFDWLRQ�
DQG�WKXV�DYRLGDQFH�RI�FRQFHQWUDWLRQ�ULVN��7KH�NH\�UDWLQJV�XVHG�WR�PRQLWRU�FRXQWHUSDUWLHV�DUH�WKH�VKRUW�WHUP�DQG�ORQJ�WHUP�UDWLQJV���

E� 2WKHU�LQIRUPDWLRQ��UDWLQJV�ZLOO�QRW�EH�WKH�VROH�GHWHUPLQDQW�RI�WKH�TXDOLW\�RI�DQ� LQVWLWXWLRQ�� LW�LV� LPSRUWDQW�WR�FRQWLQXDOO\�DVVHVV� DQG�PRQLWRU�WKH�
ILQDQFLDO�VHFWRU�RQ�ERWK�D�PLFUR�DQG�PDFUR�EDVLV�DQG�LQ�UHODWLRQ�WR�WKH�HFRQRPLF�DQG�SROLWLFDO�HQYLURQPHQWV�LQ�ZKLFK�LQVWLWXWLRQV�RSHUDWH��7KH�
DVVHVVPHQW�ZLOO�DOVR�WDNH�DFFRXQW�RI�LQIRUPDWLRQ�WKDW�UHIOHFWV�WKH�RSLQLRQ�RI�WKH�PDUNHWV��7R�DFKLHYH�WKLV�FRQVLGHUDWLRQ�WKH�&RXQFLO�ZLOO�HQJDJH�
ZLWK�LWV�DGYLVRUV�WR�PDLQWDLQ�D�PRQLWRU�RQ�PDUNHW�SULFLQJ�VXFK�DV�³FUHGLW�GHIDXOW�VZDSV´�DQG�RYHUOD\�WKDW�LQIRUPDWLRQ�RQ�WRS�RI�WKH�FUHGLW�UDWLQJV��

F� 2WKHU�LQIRUPDWLRQ�VRXUFHV�XVHG�ZLOO�LQFOXGH�WKH�ILQDQFLDO�SUHVV��VKDUH�SULFH�DQG�RWKHU�VXFK�LQIRUPDWLRQ�SHUWDLQLQJ�WR�WKH�ILQDQFLDO�VHFWRU�LQ�RUGHU�
WR�HVWDEOLVK� WKH�PRVW�UREXVW�VFUXWLQ\�SURFHVV�RQ�WKH�VXLWDELOLW\�RI�SRWHQWLDO� LQYHVWPHQW�FRXQWHUSDUWLHV�

G� 7KLV�DXWKRULW\�KDV�GHILQHG�WKH�OLVW�RI�W\SHV�RI�LQYHVWPHQW�LQVWUXPHQWV�WKDW�WKH�WUHDVXU\�PDQDJHPHQW�WHDP�DUH�DXWKRULVHG� WR�XVH��7KHUH�DUH�WZR�
OLVWV�LQ�DSSHQGL[���� XQGHU�WKH FDWHJRULHV�RI�µVSHFLILHG¶�DQG�µQRQ�VSHFLILHG¶�LQYHVWPHQWV��

,� 6SHFLILHG�LQYHVWPHQWV�DUH�WKRVH�ZLWK�D�KLJK� OHYHO�RI�FUHGLW�TXDOLW\�DQG�VXEMHFW� WR�D�PDWXULW\�OLPLW�RI�RQH�\HDU�H[FHSW�GHSRVLWV�ZLWK�ORFDO�
DXWKRULWLHV�ZKLFK�FDQ�EH�IRU�DQ\�SHULRG

,,� 1RQ�VSHFLILHG�LQYHVWPHQWV�DUH�WKRVH�ZLWK�OHVV�KLJK�FUHGLW�TXDOLW\��PD\�EH�IRU�SHULRGV� LQ�H[FHVV�RI�RQH�\HDU��DQG�RU�DUH�PRUH�FRPSOH[�
LQVWUXPHQWV�ZKLFK�UHTXLUH�JUHDWHU�FRQVLGHUDWLRQ�E\�PHPEHUV�DQG�RIILFHUV�EHIRUH�EHLQJ�DXWKRULVHG�IRU�XVH��2QFH�DQ�LQYHVWPHQW�LV�FODVVHG
DV�QRQ�VSHFLILHG��LW�UHPDLQV�QRQ�VSHFLILHG�DOO�WKH�ZD\�WKURXJK�WR�PDWXULW\�L�H��DQ����PRQWK�GHSRVLW�ZRXOG�VWLOO�EH�QRQ�VSHFLILHG�HYHQ�LI�LW�
KDV�RQO\����PRQWKV�OHIW�XQWLO�PDWXULW\�



��

H� /HQGLQJ�OLPLWV��DPRXQWV�DQG�PDWXULW\���IRU�HDFK�FRXQWHUSDUW\�ZLOO�EH�VHW�LQ FRQMXQFWLRQ�ZLWK�/LQN¶V�PDWULFHV�

I� 7KLV�DXWKRULW\�ZLOO�VHW�D�OLPLW�IRU�WKH�DPRXQW�RI�LWV�LQYHVWPHQWV�ZKLFK�DUH�LQYHVWHG�IRU�ORQJHU�WKDQ�����GD\V DV�VHW�RXW�LQ�VHFWLRQ�����

J� ,QYHVWPHQWV�ZLOO�RQO\�EH�SODFHG�ZLWK�FRXQWHUSDUWLHV�IURP�FRXQWULHV�ZLWK�D�VSHFLILHG�PLQLPXP�VRYHUHLJQ�UDWLQJ DV�VHW RXW�LQ�VHFWLRQ�����

K� $OO�LQYHVWPHQWV�ZLOO�EH�GHQRPLQDWHG�LQ�VWHUOLQJ�

L� $V�D�UHVXOW�RI�WKH�FKDQJH�LQ�DFFRXQWLQJ�VWDQGDUGV�IRU���������XQGHU�,)56����WKLV�DXWKRULW\�ZLOO�FRQVLGHU�WKH�LPSOLFDWLRQV�RI�LQYHVWPHQW�LQVWUXPHQWV�
ZKLFK FRXOG�UHVXOW� LQ�DQ�DGYHUVH�PRYHPHQW�LQ�WKH�YDOXH�RI�WKH�DPRXQW�LQYHVWHG�DQG�UHVXOWDQW�FKDUJHV�DW�WKH�HQG�RI�WKH�\HDU�WR� WKH�*HQHUDO�
)XQG��

7KLV�DXWKRULW\�ZLOO�DOVR�SXUVXH�YDOXH�IRU�PRQH\ LQ�WUHDVXU\�PDQDJHPHQW�DQG�ZLOO�PRQLWRU�WKH�\LHOG�IURP�LQYHVWPHQW�LQFRPH�DJDLQVW�DSSURSULDWH�EHQFKPDUNV�
IRU�LQYHVWPHQW�SHUIRUPDQFH��IXUWKHU�H[SODLQHG�LQ�VHFWLRQ�����

&KDQJHV�LQ�ULVN�PDQDJHPHQW�SROLF\�IURP�ODVW�\HDU � 7KH�DERYH�FULWHULD�DUH�XQFKDQJHG IURP�ODVW�\HDU�

��� &UHGLWZRUWKLQHVV�SROLF\

7KLV�&RXQFLO�DSSOLHV�WKH�FUHGLWZRUWKLQHVV�VHUYLFH�SURYLGHG�E\�/LQN�$VVHW�6HUYLFHV��7KLV�VHUYLFH�HPSOR\V�D�VRSKLVWLFDWHG�PRGHOOLQJ�DSSURDFK� XWLOLVLQJ�FUHGLW�
UDWLQJV�IURP�WKH�WKUHH�PDLQ�FUHGLW�UDWLQJ�DJHQFLHV�� )LWFK��0RRG\¶V�DQG�6WDQGDUG�	�3RRU¶V���7KH�FUHGLW�UDWLQJV�RI�FRXQWHUSDUWLHV�DUH�VXSSOHPHQWHG�ZLWK�WKH�
IROORZLQJ�RYHUOD\V��

x ³ZDWFKHV´�DQG�³RXWORRNV´�IURP�FUHGLW�UDWLQJ�DJHQFLHV�

x &'6�VSUHDGV�WKDW�PD\�JLYH�HDUO\�ZDUQLQJ�RI�OLNHO\�FKDQJHV�LQ�FUHGLW�UDWLQJV�

x VRYHUHLJQ�UDWLQJV�WR�VHOHFW�FRXQWHUSDUWLHV�IURP�RQO\�WKH�PRVW�FUHGLWZRUWK\�FRXQWULHV�

7KLV�PRGHOOLQJ�DSSURDFK�FRPELQHV�FUHGLW�UDWLQJV��DQG�DQ\�DVVLJQHG�:DWFKHV�DQG�2XWORRNV�LQ�D�ZHLJKWHG�VFRULQJ�V\VWHP�ZKLFK�LV�WKHQ�FRPELQHG�ZLWK�DQ�
RYHUOD\�RI�&'6�VSUHDGV��7KH�HQG�SURGXFW�RI�WKLV�LV�D�VHULHV�RI�FRORXU�FRGHG�EDQGV�ZKLFK�LQGLFDWH�WKH�UHODWLYH�FUHGLWZRUWKLQHVV�RI�FRXQWHUSDUWLHV��7KHVH�FRORXU�
FRGHV�DUH�XVHG�E\�WKH�&RXQFLO�WR�GHWHUPLQH�WKH�VXJJHVWHG�GXUDWLRQ�IRU�LQYHVWPHQWV���7KH�&RXQFLO ZLOO��WKHUHIRUH��XVH�FRXQWHUSDUWLHV�ZLWKLQ�WKH�IROORZLQJ�
GXUDWLRQDO�EDQGV��

x <HOORZ ��\HDUV�


x 'DUN�SLQN ��\HDUV�IRU�8OWUD�6KRUW�'DWHG�%RQG�)XQGV�ZLWK�D�FUHGLW�VFRUH�RI�����

x /LJKW�SLQN ��\HDUV�IRU�8OWUD�6KRUW�'DWHG�%RQG�)XQGV�ZLWK�D�FUHGLW�VFRUH�RI����

x 3XUSOH� ��\HDUV

x %OXH� ��\HDU��RQO\�DSSOLHV�WR�QDWLRQDOLVHG�RU�VHPL�QDWLRQDOLVHG� 8.�%DQNV�

x 2UDQJH ��\HDU



��

x 5HG� ��PRQWKV

x *UHHQ� ����GD\V��

x 1R�FRORXU� QRW�WR�EH�XVHG�

3OHDVH�QRWH��WKH�\HOORZ�FRORXU�FDWHJRU\�LV�IRU�8.�*RYHUQPHQW�GHEW��RU�LWV�HTXLYDOHQW��PRQH\�PDUNHW�IXQGV�DQG�FROODWHUDOLVHG GHSRVLWV�ZKHUH�WKH�FROODWHUDO�LV�
8.�*RYHUQPHQW�GHEW�
3OHDVH�QRWH��³IXQG´�UDWLQJV�DUH�GLIIHUHQW�WR�LQGLYLGXDO�FRXQWHUSDUW\�UDWLQJV��FRPLQJ�XQGHU�HLWKHU�VSHFLILF�³00)´�RU�³%RQG�)XQǴ �UDWLQJ�FULWHULD�

7KH�/LQN�$VVHW�6HUYLFHV¶�FUHGLWZRUWKLQHVV�VHUYLFH�XVHV�D�ZLGHU�DUUD\�RI�LQIRUPDWLRQ�RWKHU�WKDQ�MXVW�SULPDU\�UDWLQJV��)XUWKHUPRUH��E\ XVLQJ�D�ULVN�ZHLJKWHG�
VFRULQJ�V\VWHP��LW�GRHV�QRW�JLYH�XQGXH�SUHSRQGHUDQFH�WR�MXVW�RQH�DJHQF\¶V�UDWLQJV�

7\SLFDOO\� WKH�PLQLPXP�FUHGLW�UDWLQJV�FULWHULD�WKH�&RXQFLO�XVH�ZLOO�EH�D�VKRUW�WHUP�UDWLQJ��)LWFK�RU�HTXLYDOHQWV��RI�)��DQG�D�ORQJ�WHUP�UDWLQJ�RI�$���7KHUH�PD\�EH�
RFFDVLRQV�ZKHQ�WKH�FRXQWHUSDUW\�UDWLQJV�IURP�RQH�UDWLQJ�DJHQF\�DUH�PDUJLQDOO\�ORZHU�WKDQ�WKHVH�UDWLQJV�EXW�PD\�VWLOO�EH�XVHG� ,Q�WKHVH�LQVWDQFHV��
FRQVLGHUDWLRQ�ZLOO�EH�JLYHQ�WR�WKH�ZKROH�UDQJH RI�UDWLQJV�DYDLODEOH��RU�RWKHU�WRSLFDO�PDUNHW�LQIRUPDWLRQ��WR�VXSSRUW�WKHLU�XVH�

&UHGLW�UDWLQJV�ZLOO�EH�PRQLWRUHG GDLO\�WKURXJK�XVH�RI�WKH�/LQN�$VVHW�6HUYLFHV¶�FUHGLWZRUWKLQHVV�VHUYLFH��

x LI�D�GRZQJUDGH�UHVXOWV� LQ�WKH�FRXQWHUSDUW\���LQYHVWPHQW�VFKHPH�QR�ORQJHU�PHHWLQJ�WKH�&RXQFLO¶V�PLQLPXP�FULWHULD��LWV�IXUWKHU�XVH�DV�D�QHZ�
LQYHVWPHQW�ZLOO�EH�ZLWKGUDZQ�LPPHGLDWHO\�

x LQ�DGGLWLRQ� WR�WKH�XVH�RI�FUHGLW�UDWLQJV�WKH�&RXQFLO�ZLOO�EH�DGYLVHG�RI�LQIRUPDWLRQ�LQ�PRYHPHQWV�LQ�&UHGLW�'HIDXOW�6ZDS�VSUHDGV�DJDLQVW� WKH�
L7UD[[�(XURSHDQ�)LQDQFLDOV�EHQFKPDUN�DQG�RWKHU�PDUNHW�GDWD�RQ�D�GDLO\�EDVLV�YLD�LWV�3DVVSRUW�ZHEVLWH��SURYLGHG�H[FOXVLYHO\�WR LW�E\�/LQN�$VVHW�
6HUYLFHV��([WUHPH�PDUNHW�PRYHPHQWV�PD\�UHVXOW�LQ�GRZQJUDGH�RI�DQ�LQVWLWXWLRQ�RU�UHPRYDO�IURP�WKH�&RXQFLO¶V�OHQGLQJ� OLVW�

6ROH�UHOLDQFH�ZLOO�QRW�EH�SODFHG�RQ�WKH�XVH�RI�WKLV�H[WHUQDO�VHUYLFH���,Q�DGGLWLRQ�WKLV�&RXQFLO�ZLOO�DOVR�XVH�PDUNHW�GDWD�DQG PDUNHW�LQIRUPDWLRQ��DV�ZHOO�DV�
LQIRUPDWLRQ�RQ�DQ\ H[WHUQDO�VXSSRUW�IRU�EDQNV�WR�KHOS�VXSSRUW�LWV�GHFLVLRQ�PDNLQJ�SURFHVV��

��� 8.�EDQNV�± ULQJ�IHQFLQJ

7KH�ODUJHVW�8.�EDQNV���WKRVH�ZLWK�PRUH�WKDQ����EQ�RI�UHWDLO���6PDOO�DQG�0HGLXP�VL]HG�(QWHUSULVH��60(��GHSRVLWV���DUH�UHTXLUHG��E\�8.�ODZ��WR�
VHSDUDWH�FRUH�UHWDLO�EDQNLQJ�VHUYLFHV�IURP�WKHLU�LQYHVWPHQW�DQG�LQWHUQDWLRQDO�EDQNLQJ�DFWLYLWLHV�E\��VW�-DQXDU\�������7KLV�LV NQRZQ�DV�³ULQJ�IHQFLQJ´��
:KLOVW�VPDOOHU�EDQNV�ZLWK�OHVV�WKDQ����EQ�LQ�GHSRVLWV�DUH�H[HPSW��WKH\�FDQ�FKRRVH�WR�RSW�XS��6HYHUDO�EDQNV�DUH�YHU\�FORVH�WR�WKH�WKUHVKROG�DOUHDG\�
DQG�VR�PD\�FRPH�LQWR�VFRSH�LQ�WKH�IXWXUH�UHJDUGOHVV�

5LQJ�IHQFLQJ�LV�D�UHJXODWRU\�LQLWLDWLYH�FUHDWHG�LQ�UHVSRQVH� WR�WKH�JOREDO�ILQDQFLDO�FULVLV��,W�PDQGDWHV�WKH�VHSDUDWLRQ�RI�UHWDLO�DQG�60(�GHSRVLWV� IURP�
LQYHVWPHQW�EDQNLQJ��LQ�RUGHU�WR�LPSURYH�WKH�UHVLOLHQFH�DQG�UHVROYDELOLW\�RI�EDQNV�E\�FKDQJLQJ�WKHLU�VWUXFWXUH��,Q�JHQHUDO��VLPSOHU�DFWLYLWLHV�RIIHUHG�IURP�
ZLWKLQ�D�ULQJ�IHQFHG�EDQN���5)%���ZLOO�EH�IRFXVHG�RQ�ORZHU�ULVN��GD\�WR�GD\�FRUH�WUDQVDFWLRQV��ZKLOVW�PRUH�FRPSOH[�DQG�³ULVNLHU´�DFWLYLWLHV�DUH�UHTXLUHG�



��

WR�EH�KRXVHG�LQ�D�VHSDUDWH�HQWLW\��D�QRQ�ULQJ�IHQFHG�EDQN���15)%���7KLV�LV�LQWHQGHG� WR�HQVXUH�WKDW�DQ�HQWLW\¶V�FRUH�DFWLYLWLHV�DUH�QRW�DGYHUVHO\�DIIHFWHG�
E\�WKH�DFWV�RU�RPLVVLRQV�RI�RWKHU�PHPEHUV�RI�LWV�JURXS�

:KLOH�WKH�VWUXFWXUH�RI�WKH�EDQNV�LQFOXGHG�ZLWKLQ�WKLV�SURFHVV�PD\�KDYH�FKDQJHG��WKH�IXQGDPHQWDOV�RI�FUHGLW�DVVHVVPHQW�KDYH�QRW� 7KH�&RXQFLO�ZLOO�
FRQWLQXH�WR�DVVHVV� WKH�QHZ�IRUPHG�HQWLWLHV�LQ�WKH�VDPH�ZD\�WKDW�LW�GRHV�RWKHUV�DQG�WKRVH�ZLWK�VXIILFLHQWO\�KLJK�UDWLQJV���DQG�DQ\�RWKHU�PHWULFV�
FRQVLGHUHG���ZLOO�EH�FRQVLGHUHG�IRU�LQYHVWPHQW�SXUSRVHV�

��� &RXQWU\�OLPLWV

'XH�FDUH�ZLOO�EH�WDNHQ�WR�FRQVLGHU�WKH�H[SRVXUH�RI�WKH�&RXQFLO¶V�WRWDO�LQYHVWPHQW�SRUWIROLR�WR�QRQ�VSHFLILHG�LQYHVWPHQWV��FRXQWULHV��JURXSV�DQG�VHFWRUV���

&RXQWU\�OLPLW� 7KH�&RXQFLO�KDV�GHWHUPLQHG�WKDW�LW�ZLOO�RQO\�XVH�DSSURYHG�FRXQWHUSDUWLHV�IURP�WKH�8.�DQG�IURP�FRXQWULHV�ZLWK�D�PLQLPXP�VRYHUHLJQ�FUHGLW�
UDWLQJ�RI�$$� IURP�)LWFK��7KH�OLVW�RI�FRXQWULHV�WKDW�TXDOLI\�XVLQJ�WKLV�FUHGLW�FULWHULD�DV�DW�WKH�GDWH�RI�WKLV�UHSRUW�DUH�VKRZQ�LQ�$SSHQGL[�������7KLV�OLVW�ZLOO�EH�
DGGHG�WR��RU�GHGXFWHG�IURP��E\�RIILFHUV�VKRXOG�UDWLQJV�FKDQJH�LQ�DFFRUGDQFH�ZLWK�WKLV�SROLF\�

��� ,QYHVWPHQW VWUDWHJ\

,Q�KRXVH�IXQGV� ,QYHVWPHQWV�ZLOO�EH�PDGH�ZLWK�UHIHUHQFH�WR�WKH�FRUH�EDODQFH�DQG�FDVK�IORZ�UHTXLUHPHQWV�DQG�WKH�RXWORRN�IRU�VKRUW�WHUP�LQWHUHVW�UDWHV��L�H��
UDWHV�IRU�LQYHVWPHQWV�XS�WR����PRQWKV���*UHDWHU�UHWXUQV�DUH�XVXDOO\�REWDLQDEOH�E\�LQYHVWLQJ�IRU�ORQJHU�SHULRGV��:KLOH PRVW�FDVK�EDODQFHV�DUH�UHTXLUHG�LQ�RUGHU�
WR�PDQDJH�WKH�XSV�DQG�GRZQV�RI�FDVK�IORZ� ZKHUH�FDVK�VXPV�FDQ�EH�LGHQWLILHG�WKDW�FRXOG�EH�LQYHVWHG�IRU�ORQJHU�SHULRGV��WKH�YDOXH�WR�EH�REWDLQHG�IURP�ORQJHU�
WHUP�LQYHVWPHQWV�ZLOO�EH�FDUHIXOO\�DVVHVVHG��

x ,I�LW�LV�WKRXJKW�WKDW�%DQN�5DWH�LV�OLNHO\�WR�ULVH�VLJQLILFDQWO\�ZLWKLQ�WKH�WLPH�KRUL]RQ�EHLQJ�FRQVLGHUHG��WKHQ�FRQVLGHUDWLRQ�ZLOO�EH�JLYHQ�WR�NHHSLQJ�
PRVW�LQYHVWPHQWV�DV�EHLQJ�VKRUW�WHUP�RU�YDULDEOH��

x &RQYHUVHO\��LI�LW�LV�WKRXJKW�WKDW�%DQN�5DWH�LV�OLNHO\�WR�IDOO�ZLWKLQ�WKDW�WLPH�SHULRG��FRQVLGHUDWLRQ�ZLOO�EH�JLYHQ�WR�ORFNLQJ�LQ�KLJKHU�UDWHV�FXUUHQWO\�
REWDLQDEOH�� IRU�ORQJHU�SHULRGV�

,QYHVWPHQW�UHWXUQV�H[SHFWDWLRQV�2Q�WKH�DVVXPSWLRQ�WKDW�WKH�8.�DQG�(8�DJUHH�D�%UH[LW�GHDO�LQFOXGLQJ�WKH�WHUPV�RI�WUDGH�E\�WKH�HQG�RI������RU�VRRQ�DIWHU��
WKHQ�%DQN�5DWH�LV�IRUHFDVW�WR�LQFUHDVH�RQO\�VORZO\�RYHU�WKH�QH[W�IHZ�\HDUV�WR�UHDFK�������E\�TXDUWHU����������%DQN�5DWH�IRUHFDVWV�IRU�ILQDQFLDO�\HDU�HQGV�
�0DUFK��DUH��

x 4�������������

x 4�������������

x 4���������������

7KH�VXJJHVWHG�EXGJHWHG�LQYHVWPHQW�HDUQLQJV�UDWHV�IRU�UHWXUQV�RQ�LQYHVWPHQWV�SODFHG�IRU�SHULRGV�XS�WR�DERXW�WKUHH�PRQWKV�GXULQJ�HDFK�ILQDQFLDO�\HDU�DUH�DV�
IROORZV��



��

������� �����

������� �����
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/DWHU�\HDUV �����

7KH�RYHUDOO�EDODQFH�RI�ULVNV�WR�HFRQRPLF�JURZWK�LQ�WKH�8.�LV�SUREDEO\�WR�WKH�GRZQVLGH�GXH�WR�WKH�ZHLJKW�RI�DOO�WKH�XQFHUWDLQWLHV�RYHU�%UH[LW��DV�ZHOO�DV�
D�VRIWHQLQJ�JOREDO�HFRQRPLF�SLFWXUH� 7KH�EDODQFH�RI�ULVNV�WR�LQFUHDVHV�LQ�%DQN�5DWH�DQG�VKRUWHU�WHUP�3:/%�UDWHV�DUH�EURDGO\�VLPLODUO\�WR�WKH�
GRZQVLGH��,Q�WKH�HYHQW�WKDW�D�%UH[LW�GHDO�LV�DJUHHG�ZLWK�WKH�(8�DQG�DSSURYHG�E\�3DUOLDPHQW��WKH�EDODQFH�RI�ULVNV�WR�HFRQRPLF�JURZWK�DQG�WR�LQFUHDVHV�
LQ�%DQN�5DWH�LV�OLNHO\�WR�FKDQJH�WR�WKH�XSVLGH�

,QYHVWPHQW�WUHDVXU\�LQGLFDWRU�DQG�OLPLW � WRWDO�SULQFLSDO�IXQGV�LQYHVWHG�IRU�JUHDWHU�WKDQ�����GD\V��7KHVH�OLPLWV�DUH�VHW�ZLWK�UHJDUG�WR�WKH�&RXQFLO¶V�OLTXLGLW\�
UHTXLUHPHQWV�DQG�WR�UHGXFH�WKH�QHHG�IRU�HDUO\�VDOH�RI�DQ�LQYHVWPHQW��DQG�DUH�EDVHG�RQ�WKH�DYDLODELOLW\�RI�IXQGV�DIWHU�HDFK�\HDU�HQG�

7KH�&RXQFLO�LV�DVNHG�WR�DSSURYH�WKH�IROORZLQJ�WUHDVXU\�LQGLFDWRU�DQG�OLPLW��

8SSHU�OLPLW�IRU�SULQFLSDO�VXPV�LQYHVWHG�IRU�ORQJHU�WKDQ�����GD\V

�P ������� ������� �������

3ULQFLSDO�VXPV�LQYHVWHG�IRU�ORQJHU�WKDQ�����GD\V �P
��

�P
��

�P
��

&XUUHQW�LQYHVWPHQWV�DV�DW �������� LQ�H[FHVV�RI���\HDU�
PDWXULQJ�LQ�HDFK�\HDU 1LO 1LO 1LO

)RU�LWV�FDVK�IORZ�JHQHUDWHG�EDODQFHV��WKH�&RXQFLO�ZLOO�VHHN�WR�XWLOLVH�LWV�EXVLQHVV�UHVHUYH�LQVWDQW�DFFHVV�DFFRXQWV��PRQH\�PDUNHW�IXQGV�DQG�VKRUW�GDWHG�
GHSRVLWV�

��� ,QYHVWPHQW�SHUIRUPDQFH���ULVN�EHQFKPDUNLQJ

7KLV�&RXQFLO�ZLOO�XVH�DQ�LQYHVWPHQW�EHQFKPDUN�WR�DVVHVV�WKH�LQYHVWPHQW�SHUIRUPDQFH�RI�LWV�LQYHVWPHQW�SRUWIROLR�RI��PRQWK�/,%,'�XQFRPSRXQGHG�

��� (QG�RI�\HDU�LQYHVWPHQW�UHSRUW

$W�WKH�HQG�RI�WKH�ILQDQFLDO�\HDU��WKH�&RXQFLO�ZLOO�UHSRUW�RQ�LWV�LQYHVWPHQW�DFWLYLW\�DV�SDUW�RI�LWV�$QQXDO�7UHDVXU\�5HYLHZ�5HSRUW��
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��� 7KH�&DSLWDO�3UXGHQWLDO�DQG�7UHDVXU\�,QGLFDWRUV�������� ± ������� DQG 053�6WDWHPHQW

7KH�&RXQFLO¶V�FDSLWDO�H[SHQGLWXUH�SODQV�DUH�WKH�NH\�GULYHU�RI WUHDVXU\�PDQDJHPHQW�DFWLYLW\��7KH�RXWSXW�RI�WKH�FDSLWDO�H[SHQGLWXUH�SODQV� LV�UHIOHFWHG�LQ�
WKH�SUXGHQWLDO� LQGLFDWRUV��ZKLFK�DUH�GHVLJQHG�WR�DVVLVW�PHPEHUV¶�RYHUYLHZ�DQG�FRQILUP�FDSLWDO�H[SHQGLWXUH�SODQV�

&DSLWDO�H[SHQGLWXUH � 7KLV�LQGLFDWRU�LV�VKRZQ�LQ�WKH�SUXGHQWLDO�LQGLFDWRUV�DERYH

��� $IIRUGDELOLW\�SUXGHQWLDO�LQGLFDWRUV

6HFWLRQ���DQG�� DERYH FRYHU�WKH�RYHUDOO�FDSLWDO�DQG�FRQWURO�RI�ERUURZLQJ�SUXGHQWLDO�LQGLFDWRUV��EXW�ZLWKLQ�WKLV�IUDPHZRUN�SUXGHQWLDO�LQGLFDWRUV�DUH UHTXLUHG�
WR�DVVHVV� WKH�DIIRUGDELOLW\�RI�WKH�FDSLWDO�LQYHVWPHQW�SODQV�� ��7KHVH�SURYLGH�DQ�LQGLFDWLRQ�RI�WKH�LPSDFW�RI�WKH�FDSLWDO� LQYHVWPHQW�SODQV�RQ�WKH�&RXQFLO¶V�
RYHUDOO�ILQDQFHV���7KH�&RXQFLO�LV�DVNHG�WR�DSSURYH�WKH�IROORZLQJ�LQGLFDWRUV�

D� 5DWLR�RI�ILQDQFLQJ�FRVWV�WR�QHW�UHYHQXH�VWUHDP

7KLV� LQGLFDWRU� LGHQWLILHV� WKH� WUHQG� LQ� WKH�FRVW�RI�FDSLWDO� �ERUURZLQJ�DQG�RWKHU� ORQJ� WHUP�REOLJDWLRQ� FRVWV�QHW�RI�LQYHVWPHQW�LQFRPH�� DJDLQVW� WKH�QHW�
UHYHQXH�VWUHDP� 7KH�HVWLPDWHV�RI�ILQDQFLQJ�FRVWV�LQFOXGH�FXUUHQW�FRPPLWPHQWV�DQG�WKH�SURSRVDOV�LQ�WKLV�EXGJHW�UHSRUW�

��������
$FWXDO

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

(VWLPDWH�
�������

�
��� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����
)LQDQFLQJ�
&RVWV ����� ����� ����� ������ ������ ������ ������ ������ ������ ������ ������ ������

1HW�5HYHQXH�
6WUHDP

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

&RXQFLO�)XQG� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

)LQDQFLQJ�
&RVWV

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

1HW�5HYHQXH�
6WUHDP

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

+5$ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������

E� 0DWXULW\�VWUXFWXUH�RI�ERUURZLQJ
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0DWXULW\�VWUXFWXUH�RI�ERUURZLQJ��7KHVH�JURVV�OLPLWV�DUH�VHW�WR�UHGXFH�WKH�&RXQFLO¶V�H[SRVXUH�WR�ODUJH�IL[HG�UDWH�VXPV�IDOOLQJ GXH�IRU�UHILQDQFLQJ��DQG�DUH�
UHTXLUHG�IRU�XSSHU�DQG�ORZHU�OLPLWV���

7KH�&RXQFLO�LV�DVNHG�WR�DSSURYH�WKH�IROORZLQJ�WUHDVXU\�LQGLFDWRUV�DQG�OLPLWV�

0DWXULW\�VWUXFWXUH�RI�ERUURZLQJ��������

/RZHU 8SSHU
8QGHU����PRQWKV �� ���

���PRQWKV�WR���\HDUV �� ���
��\HDUV�WR���\HDUV �� ���
��\HDUV�WR����\HDUV �� ���
���\HDUV�WR����\HDUV� �� ���
���\HDUV�WR����\HDUV� �� ���
���\HDUV�WR����\HDUV� �� ���
���\HDUV�WR����\HDUV� �� ���
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��� (FRQRPLF�%DFNJURXQG

8.� %UH[LW� �����KDV�EHHQ�D�\HDU�RI�XSKHDYDO�RQ�WKH�SROLWLFDO�IURQW�DV�7KHUHVD�0D\�UHVLJQHG�DV�
3ULPH�0LQLVWHU�WR�EH�UHSODFHG�E\�%RULV�-RKQVRQ�RQ�D�SODWIRUP�RI�WKH�8.�OHDYLQJ�WKH�(8�RQ����
2FWREHU�������ZLWK�RU�ZLWKRXW�D�GHDO���+RZHYHU��03V�EORFNHG�OHDYLQJ�RQ�WKDW�GDWH DQG�WKH�(8�
DJUHHG�DQ�H[WHQVLRQ�WR����-DQXDU\�������,Q�ODWH�2FWREHU��03V�DSSURYHG�DQ�RXWOLQH�RI�D�%UH[LW�GHDO�
WR�HQDEOH�WKH�8.�WR�OHDYH�WKH�(8�RQ����-DQXDU\��KRZHYHU��HYHQ�LI�D�&RQVHUYDWLYH�*RYHUQPHQW�
JDLQV�DQ�RYHUDOO�PDMRULW\�LQ�WKH�JHQHUDO�HOHFWLRQ�RQ��� 'HFHPEHU��WKHUH�ZLOO�VWLOO�EH�PXFK�
XQFHUWDLQW\�DV�WKH�GHWDLO�RI�D�WUDGH�GHDO�ZLOO�QHHG�WR�EH�QHJRWLDWHG�E\�WKH�FXUUHQW�HQG�RI�WKH�
WUDQVLWLRQ�SHULRG�LQ�'HFHPEHU������

:KLOH�WKH�%DQN�RI�(QJODQG�ZHQW�WKURXJK�WKH�URXWLQH�RI�SURGXFLQJ�DQRWKHU�TXDUWHUO\�,QIODWLRQ�5HSRUW��
�QRZ�UHQDPHG�WKH�0RQHWDU\�3ROLF\�5HSRUW���RQ���1RYHPEHU��LW�LV�YHU\�TXHVWLRQDEOH� KRZ�PXFK�DOO�
WKH�ZULWLQJ�DQG�QXPEHUV�DUH�ZRUWK�ZKHQ�IDFHG�ZLWK�WKH�XQFHUWDLQWLHV�RI�ZKHUH�WKH�8.�ZLOO�EH�DIWHU�
WKH�JHQHUDO�HOHFWLRQ���7KH�%DQN�PDGH�D�FKDQJH�LQ�WKHLU�%UH[LW�DVVXPSWLRQV� WR�QRZ�LQFOXGH�D�GHDO�
EHLQJ�HYHQWXDOO\�SDVVHG�� �3RVVLEO\�WKH�ELJJHVW�PHVVDJH�WKDW�LV�ZRUWK�WDNLQJ�QRWH�RI�IURP�WKH�
0RQHWDU\�3ROLF\�5HSRUW��ZDV�DQ�LQFUHDVH�LQ�FRQFHUQV�DPRQJ�03&�PHPEHUV�DURXQG�ZHDN�JOREDO�
HFRQRPLF�JURZWK�DQG�WKH�SRWHQWLDO� IRU�%UH[LW�XQFHUWDLQWLHV� WR�EHFRPH�HQWUHQFKHG�DQG�VR�GHOD\�8.�
HFRQRPLF�UHFRYHU\���&RQVHTXHQWO\��WKH�03&�YRWHG�����WR�PDLQWDLQ�%DQN�5DWH�DW�������EXW�WZR�
PHPEHUV�ZHUH�VXIILFLHQWO\�FRQFHUQHG�WR�YRWH�IRU�DQ�LPPHGLDWH�%DQN�5DWH�FXW�WR�������7KH�03&�
ZDUQHG�WKDW�LI�JOREDO�JURZWK�GRHV�QRW�SLFN�XS�RU�%UH[LW�XQFHUWDLQWLHV�LQWHQVLI\��WKHQ�D�UDWH�FXW�ZDV�
QRZ�PRUH�OLNHO\��&RQYHUVHO\��LI�ULVNV�GR�UHFHGH��WKHQ�D�PRUH�UDSLG�UHFRYHU\�RI�JURZWK�ZLOO�UHTXLUH�
JUDGXDO�DQG�OLPLWHG�UDWH�ULVHV��7KH�VSHHG�RI�UHFRYHU\�ZLOO�GHSHQG�RQ�WKH�H[WHQW�WR�ZKLFK�XQFHUWDLQW\�
GLVVLSDWHV�RYHU�WKH�ILQDO�WHUPV�IRU�WUDGH�EHWZHHQ�WKH�8.�DQG�(8�DQG�E\�KRZ�PXFK�JOREDO�JURZWK�
UDWHV�SLFN�XS��7KH�%DQN�UHYLVHG�LWV�LQIODWLRQ�IRUHFDVWV�GRZQ��± WR�������LQ������������LQ�������DQG�
�����LQ�������KHQFH�WKH�03&�YLHZV��LQIODWLRQ�DV�FDXVLQJ�OLWWOH�FRQFHUQ�LQ�WKH�QHDU�IXWXUH�

,I�HFRQRPLF�JURZWK�ZHUH�WR�ZHDNHQ�FRQVLGHUDEO\���WKH�03&�KDV�UHODWLYHO\�OLWWOH�URRP�WR�PDNH�D�ELJ�
LPSDFW�ZLWK�%DQN�5DWH�VWLOO�RQO\�DW���������,W�ZRXOG�WKHUHIRUH��SUREDEO\�VXJJHVW� WKDW�LW�ZRXOG�EH�XS�
WR�WKH�&KDQFHOORU�WR�SURYLGH�KHOS�WR�VXSSRUW�JURZWK�E\�ZD\�RI�D�ILVFDO�ERRVW�E\�H�J��WD[�FXWV��
LQFUHDVHV�LQ�WKH�DQQXDO�H[SHQGLWXUH�EXGJHWV�RI�JRYHUQPHQW�GHSDUWPHQWV�DQG�VHUYLFHV�DQG�
H[SHQGLWXUH�RQ�LQIUDVWUXFWXUH�SURMHFWV��WR�ERRVW�WKH�HFRQRP\��7KH�*RYHUQPHQW�KDV�DOUHDG\�PDGH�
PRYHV�LQ�WKLV�GLUHFWLRQ�DQG�ERWK�RI�WKH�ODUJHVW�SDUWLHV�KDYH�PDGH�VLJQLILFDQW�SURPLVHV�LQ�WKHLU�
HOHFWLRQ�PDQLIHVWRV�WR�LQFUHDVH�JRYHUQPHQW�VSHQGLQJ��7KH�&KDQFHOORU�KDV�DOVR�DPHQGHG�WKH�ILVFDO�
UXOHV�LQ�1RYHPEHU�WR�DOORZ�IRU�DQ LQFUHDVH�LQ�JRYHUQPHQW�H[SHQGLWXUH���,Q�DGGLWLRQ�� LW�KDV�WR�EH�
ERUQH�LQ�PLQG�WKDW�HYHQ�LI�WKH�SRVW�HOHFWLRQ�3DUOLDPHQW�DJUHHV�WKH�GHDO�RQ����-DQXDU\�������WKH�
FXUUHQW�WUDQVLWLRQ�SHULRG�IRU�QHJRWLDWLQJ� WKH�GHWDLOV�RI�WKH�WHUPV�RI�D�WUDGH�GHDO�ZLWK�WKH�(8�RQO\�
UXQV�XQWLO����'HFHPEHU�������7KLV�FRXOG�SURYH�WR�EH�DQ�XQUHDOLVWLFDOO\�VKRUW�WLPHWDEOH�IRU�VXFK�
PDMRU�QHJRWLDWLRQV�ZKLFK�OHDYHV�RSHQ�WZR�SRVVLELOLWLHV�� RQH�WKH�QHHG�IRU�DQ�H[WHQVLRQ�RI�
QHJRWLDWLRQV��SUREDEO\�WZR�\HDUV��RU�D�QR�GHDO�%UH[LW�LQ�'HFHPEHU�������

$V�IRU LQIODWLRQ LWVHOI��&3,�KDV�EHHQ�KRYHULQJ�DURXQG�WKH�%DQN�RI�(QJODQG¶V� WDUJHW�RI����GXULQJ�
������EXW�IHOO�DJDLQ�LQ�2FWREHU�WR�������,W�LV�OLNHO\�WR�UHPDLQ�FORVH�WR�RU�XQGHU����RYHU�WKH�QH[W�WZR�
\HDUV�DQG�VR�LW�GRHV�QRW�SRVH�DQ\�LPPHGLDWH�FRQFHUQ�WR�WKH�03&�DW�WKH�FXUUHQW�WLPH��+RZHYHU��LI�
WKHUH�ZDV�D�QR�GHDO�%UH[LW��LQIODWLRQ�FRXOG�ULVH�WRZDUGV�����SULPDULO\�EHFDXVH�RI�LPSRUWHG�LQIODWLRQ�
RQ�WKH�EDFN�RI�D�ZHDNHQLQJ�SRXQG�

:LWK�UHJDUG�WR�WKH ODERXU�PDUNHW��JURZWK�LQ�QXPEHUV�HPSOR\HG�KDV�EHHQ�TXLWH�UHVLOLHQW�WKURXJK�
�����XQWLO�WKH�WKUHH�PRQWKV�WR�6HSWHPEHU�ZKHUH�LW�IHOO�E\����������+RZHYHU��WKLV�ZDV�DERXW�KDOI�RI�
ZKDW�KDG�EHHQ�H[SHFWHG� 7KH�XQHPSOR\PHQW�UDWH�IHOO�EDFN�DJDLQ�WR�D����\HDU�ORZ�RI������RQ�WKH�
,QGHSHQGHQW�/DERXU�2UJDQLVDWLRQ�PHDVXUH�LQ�6HSWHPEHU��GHVSLWH� WKH�IDOO�LQ�QXPEHUV�HPSOR\HG��
GXH�WR�QXPEHUV�OHDYLQJ�WKH�ZRUN�IRUFH� :DJH�LQIODWLRQ�KDV�EHHQ�HGJLQJ�GRZQ��IURP�D�KLJK�SRLQW�RI�
�����LQ�-XO\�WR������LQ�$XJXVW�DQG�QRZ������LQ�6HSWHPEHU�����PRQWK�DYHUDJH�UHJXODU�SD\��
H[FOXGLQJ�ERQXVHV��� �7KLV�PHDQW�WKDW�LQ�UHDO�WHUPV���L�H��ZDJH�UDWHV�KLJKHU�WKDQ�&3,�LQIODWLRQ���
HDUQLQJV�JUHZ�E\�DERXW�������$V�WKH�8.�HFRQRP\�LV�YHU\�PXFK�VHUYLFHV�VHFWRU�GULYHQ��DQ�
LQFUHDVH�LQ�KRXVHKROG�VSHQGLQJ�SRZHU�LV�OLNHO\�WR�IHHG�WKURXJK�LQWR�SURYLGLQJ�VRPH�VXSSRUW�WR WKH�
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RYHUDOO�UDWH�RI�HFRQRPLF�JURZWK�LQ�WKH�FRPLQJ�PRQWKV��7KH�RWKHU�PHVVDJH�IURP�WKH�IDOO�LQ�ZDJH�
JURZWK�LV�WKDW�HPSOR\HUV�DUH�EHJLQQLQJ� WR�ILQG�LW�HDVLHU�WR�KLUH�VXLWDEOH�VWDII��LQGLFDWLQJ�WKDW�VXSSO\�
SUHVVXUH�LQ�WKH�ODERXU�PDUNHW�LV�HDVLQJ�

,Q�WKH�SROLWLFDO�DUHQD��D�JHQHUDO�HOHFWLRQ�FRXOG�UHVXOW�LQ�D�SRWHQWLDO� ORRVHQLQJ�RI�PRQHWDU\�SROLF\�
DQG�WKHUHIRUH�PHGLXP�WR�ORQJHU�GDWHG�JLOW�\LHOGV�FRXOG�ULVH�RQ�WKH�H[SHFWDWLRQ�RI�D�ZHDN�SRXQG�DQG�
FRQFHUQV�DURXQG�LQIODWLRQ�SLFNLQJ�XS�DOWKRXJK��FRQYHUVHO\��D�ZHDN�LQWHUQDWLRQDO�EDFNGURS�FRXOG�
SURYLGH�IXUWKHU�VXSSRUW�IRU�ORZ�\LHOGLQJ�JRYHUQPHQW�ERQGV�DQG�JLOWV�

86$� 3UHVLGHQW�7UXPS¶V�PDVVLYH�HDVLQJ�RI�ILVFDO�SROLF\�LQ������IXHOOHG�D�WHPSRUDU\�ERRVW�LQ�
FRQVXPSWLRQ�LQ�WKDW�\HDU�ZKLFK�JHQHUDWHG�DQ�XSWXUQ�LQ�WKH�UDWH�RI�JURZWK�WR�D�UREXVW������\�\���
*URZWK LQ������KDV�EHHQ�IDOOLQJ�DIWHU�D�VWURQJ�VWDUW�LQ�TXDUWHU���DW��������DQQXDOLVHG� UDWH���WR������
LQ�TXDUWHU���DQG�WKHQ������LQ�TXDUWHU����LW�LV�H[SHFWHG�WR�IDOO�IXUWKHU��7KH�VWURQJ�JURZWK�LQ�
HPSOR\PHQW�QXPEHUV�GXULQJ����� KDV�ZHDNHQHG�GXULQJ���������LQGLFDWLQJ�WKDW�WKH�HFRQRP\�LV�
FRROLQJ��ZKLOH�LQIODWLRQDU\�SUHVVXUHV�DUH�DOVR�ZHDNHQLQJ��&3,�LQIODWLRQ�IHOO�IURP������WR������LQ�
6HSWHPEHU�

7KH�)HG ILQLVKHG�LWV�VHULHV�RI�LQFUHDVHV�LQ�UDWHV�WR������± ������LQ�'HFHPEHU��������,Q�-XO\�������
LW�FXW�UDWHV�E\�������DV�D�µPLGWHUP�DGMXVWPHQW¶�EXW�IODJJHG�XS�WKDW�WKLV�ZDV�QRW�LQWHQGHG� �WR�EH�
VHHQ�DV�WKH�VWDUW�RI�D�VHULHV�RI�FXWV�WR�ZDUG�RII�D�GRZQWXUQ�LQ�JURZWK��,W�DOVR�HQGHG�LWV�SURJUDPPH�
RI�TXDQWLWDWLYH�WLJKWHQLQJ� LQ�$XJXVW���UHGXFLQJ�LWV�KROGLQJV�RI�WUHDVXULHV�HWF����,W�WKHQ�FXW�UDWHV�E\�
������DJDLQ�LQ�6HSWHPEHU�DQG�E\�DQRWKHU�������LQ�LWV�2FWREHU�PHHWLQJ�WR������± ��������$W�LWV�
6HSWHPEHU�PHHWLQJ�LW�DOVR�VDLG�LW�ZDV�JRLQJ�WR�VWDUW�EX\LQJ�7UHDVXULHV�DJDLQ��DOWKRXJK� WKLV�ZDV�
QRW�WR�EH VHHQ�DV�D�UHVXPSWLRQ�RI�TXDQWLWDWLYH�HDVLQJ�EXW�UDWKHU�DQ�H[HUFLVH�WR�UHOLHYH�OLTXLGLW\�
SUHVVXUHV� LQ�WKH�UHSR�PDUNHW��'HVSLWH�WKRVH�SURWHVWDWLRQV�� WKLV�VWLOO�PHDQV�WKDW�WKH�)HG�LV�DJDLQ�
H[SDQGLQJ�LWV�EDODQFH�VKHHW�KROGLQJV�RI�JRYHUQPHQW�GHEW��,Q�WKH�ILUVW PRQWK��LW�ZLOO�EX\����EQ���
ZKHUHDV�LW�KDG�EHHQ�UHGXFLQJ�LWV�EDODQFH�VKHHW�E\����EQ�SHU�PRQWK�GXULQJ�������$V�LW�ZLOO�EH�
EX\LQJ�RQO\�VKRUW�WHUP��XQGHU����PRQWKV��7UHDVXU\�ELOOV�� LW�LV�WHFKQLFDOO\�FRUUHFW�WKDW�WKLV�LV�QRW�
TXDQWLWDWLYH�HDVLQJ��ZKLFK�LV�SXUFKDVH�RI�ORQJ�WHUP�GHEW��

,QYHVWRU�FRQILGHQFH�KDV�EHHQ�EDGO\�UDWWOHG�E\�WKH�SURJUHVVLYH�UDPSLQJ�XS�RI�LQFUHDVHV�LQ�WDULIIV�
3UHVLGHQW�7UXPS�KDV�PDGH�RQ�&KLQHVH�LPSRUWV�DQG�&KLQD�KDV�UHVSRQGHG�ZLWK�LQFUHDVHV�LQ�WDULIIV�
RQ�$PHULFDQ�LPSRUWV���7KLV�WUDGH�ZDU LV�VHHQ�DV�GHSUHVVLQJ�86��&KLQHVH�DQG�ZRUOG�JURZWK���,Q�WKH�
(8��LW�LV�DOVR�SDUWLFXODUO\�LPSDFWLQJ�*HUPDQ\�DV�H[SRUWV�RI�JRRGV�DQG�VHUYLFHV�DUH�HTXLYDOHQW�WR�
����RI�WRWDO�*'3��,W�ZLOO�DOVR�LPSDFW�GHYHORSLQJ�FRXQWULHV�GHSHQGHQW�RQ�H[SRUWLQJ�FRPPRGLWLHV�WR�
&KLQD��
+RZHYHU��LQ�HDUO\�1RYHPEHU��D�SKDVH�RQH�GHDO�ZDV�DJUHHG�EHWZHHQ�WKH�86�DQG�&KLQD�WR�UROO�EDFN�
VRPH�RI�WKH�WDULIIV�ZKLFK�JLYHV�VRPH�KRSH�RI�UHVROYLQJ�WKLV�GLVSXWH�

(852=21(���*URZWK KDV�EHHQ�VORZLQJ�IURP��������GXULQJ������WR�DURXQG�KDOI�RI�WKDW�LQ��������
*URZWK�ZDV�������T�T��������\�\��LQ�TXDUWHU����������T�T��������\�\��LQ�TXDUWHU���DQG�WKHQ�
������T�T��������LQ�TXDUWHU����WKHUH�DSSHDUV�WR�EH�OLWWOH�XSVLGH�SRWHQWLDO� LQ�WKH�QHDU�IXWXUH��
*HUPDQ�*'3�JURZWK�KDV�EHHQ�VWUXJJOLQJ�WR�VWD\�LQ�SRVLWLYH�WHUULWRU\ LQ������DQG�IHOO�E\�������LQ�
TXDUWHU����LQGXVWULDO�SURGXFWLRQ�ZDV�GRZQ����\�\�LQ�-XQH�ZLWK�FDU�SURGXFWLRQ�GRZQ�����\�\���
*HUPDQ\�ZRXOG�EH�SDUWLFXODUO\�YXOQHUDEOH�WR�D�QR�GHDO�%UH[LW�GHSUHVVLQJ�H[SRUWV�IXUWKHU�DQG�LI�
3UHVLGHQW�7UXPS�LPSRVHV�WDULIIV�RQ�(8�SURGXFHG�FDUV���

7KH�(XURSHDQ�&HQWUDO�%DQN��(&%� HQGHG�LWV�SURJUDPPH�RI�TXDQWLWDWLYH�HDVLQJ�SXUFKDVHV�RI�
GHEW�LQ�'HFHPEHU�������ZKLFK�WKHQ�PHDQW�WKDW�WKH�FHQWUDO�EDQNV�LQ�WKH�86��8.�DQG�(8�KDG�DOO�
HQGHG�WKH�SKDVH�RI�SRVW�ILQDQFLDO�FULVLV�H[SDQVLRQ�RI�OLTXLGLW\�VXSSRUWLQJ�ZRUOG�ILQDQFLDO�PDUNHWV�E\�
TXDQWLWDWLYH�HDVLQJ�SXUFKDVHV�RI�GHEW���+RZHYHU��WKH�GRZQWXUQ�LQ�(=�JURZWK�LQ�WKH�VHFRQG�KDOI�RI�
�����DQG�LQWR�������WRJHWKHU�ZLWK�LQIODWLRQ�IDOOLQJ�ZHOO�XQGHU�WKH�XSSHU�OLPLW�RI�LWV�WDUJHW�UDQJH�RI���
WR������EXW�LW�DLPV�WR�NHHS�LW�QHDU�WR������KDV�SURPSWHG�WKH�(&%�WR�WDNH�QHZ�PHDVXUHV�WR�
VWLPXODWH�JURZWK���$W�LWV�0DUFK�PHHWLQJ�LW�VDLG�WKDW�LW�H[SHFWHG�WR�OHDYH�LQWHUHVW� UDWHV�DW�WKHLU�
SUHVHQW�OHYHOV�³DW�OHDVW�WKURXJK�WKH�HQG�RI�����´��EXW�WKDW�ZDV�RI�OLWWOH�KHOS�WR ERRVWLQJ�JURZWK�LQ�WKH�
QHDU�WHUP��&RQVHTXHQWO\��LW�DQQRXQFHG�D�WKLUG�URXQG�RI�7/752V��WKLV�SURYLGHV�EDQNV�ZLWK�FKHDS�
ERUURZLQJ�HYHU\�WKUHH�PRQWKV�IURP�6HSWHPEHU������XQWLO�0DUFK������WKDW�PHDQV�WKDW��DOWKRXJK�
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WKH\�ZLOO�KDYH�RQO\�D�WZR�\HDU�PDWXULW\��WKH�%DQN�ZDV�PDNLQJ�IXQGV�DYDLODEOH�XQWLO�������WZR�\HDUV�
ODWHU�WKDQ�XQGHU�LWV�SUHYLRXV�SROLF\��$V�ZLWK�WKH�ODVW�URXQG��WKH�QHZ�7/752V�ZLOO�LQFOXGH�DQ�
LQFHQWLYH�WR�HQFRXUDJH�EDQN�OHQGLQJ��DQG�WKH\�ZLOO�EH�FDSSHG�DW�����RI�D�EDQN¶V�HOLJLEOH� ORDQV��
+RZHYHU��VLQFH WKHQ��WKH�GRZQWXUQ�LQ�(=�DQG�ZRUOG�JURZWK�KDV�JDWKHUHG�PRPHQWXP��DW�LWV�PHHWLQJ�
RQ����6HSWHPEHU��LW�FXW�LWV�GHSRVLW�UDWH�IXUWKHU�LQWR�QHJDWLYH�WHUULWRU\��IURP�������WR��������DQG�
DQQRXQFHG�D�UHVXPSWLRQ�RI�TXDQWLWDWLYH�HDVLQJ�SXUFKDVHV�RI�GHEW�IRU�DQ�XQOLPLWHG�SHULRG��
�DW�LWV�2FWREHU�PHHWLQJ�LW�VDLG�WKLV�ZRXOG�VWDUW�LQ�1RYHPEHU�DW�¼��EQ�SHU�PRQWK�� D�UHODWLYHO\�VPDOO�
DPRXQW�FRPSDUHG�WR�WKH�SUHYLRXV�EX\LQJ�SURJUDPPH��� ,W�DOVR�LQFUHDVHG�WKH�PDWXULW\�RI�WKH�WKLUG�
URXQG�RI�7/752V�IURP�WZR�WR�WKUHH�\HDUV��+RZHYHU��LW�LV�GRXEWIXO�ZKHWKHU�WKLV�ORRVHQLQJ�RI�
PRQHWDU\�SROLF\�ZLOO�KDYH�PXFK�LPSDFW�RQ�JURZWK�DQG��XQVXUSULVLQJO\��WKH�(&%�VWDWHG�WKDW�
JRYHUQPHQWV�ZLOO�QHHG�WR�KHOS�VWLPXODWH�JURZWK�E\�µJURZWK�IULHQGO\¶�ILVFDO�SROLF\��

2Q�WKH�SROLWLFDO�IURQW��$XVWULD��6SDLQ�DQG�,WDO\�KDYH�EHHQ�LQ�WKH�WKURHV�RI�IRUPLQJ�FRDOLWLRQ�
JRYHUQPHQWV ZLWK�VRPH�XQOLNHO\�FRPELQDWLRQV�RI�SDUWLHV�L�H��WKLV�UDLVHV�TXHVWLRQV�DURXQG�WKHLU�
OLNHO\�HQGXUDQFH��7KH�ODWHVW�UHVXOWV�RI�*HUPDQ�VWDWH�HOHFWLRQV�KDV�SXW�IXUWKHU�SUHVVXUH�RQ�WKH�IUDLO�
*HUPDQ�&'8�6'3�FRDOLWLRQ�JRYHUQPHQW�DQG�RQ�WKH�FXUUHQW�OHDGHUVKLS�RI�WKH�&'8��7KH�UHVXOWV�RI�
WKH�6SDQLVK�JHQHUDO�HOHFWLRQ�LQ�1RYHPEHU�KDYH�QRW�KHOSHG�WKH�SURVSHFWV�RI�IRUPLQJ�D�VWDEOH�
FRDOLWLRQ�

&+,1$�(FRQRPLF�JURZWK�KDV�EHHQ�ZHDNHQLQJ�RYHU�VXFFHVVLYH�\HDUV��GHVSLWH� UHSHDWHG�URXQGV�RI�
FHQWUDO�EDQN�VWLPXOXV��PHGLXP�WHUP�ULVNV�DUH�LQFUHDVLQJ��0DMRU�SURJUHVV�VWLOO�QHHGV�WR�EH�PDGH�WR�
HOLPLQDWH�H[FHVV�LQGXVWULDO�FDSDFLW\�DQG�WKH�VWRFN�RI�XQVROG�SURSHUW\��DQG�WR�DGGUHVV�WKH�OHYHO�RI�
QRQ�SHUIRUPLQJ�ORDQV�LQ�WKH�EDQNLQJ�DQG�VKDGRZ�EDQNLQJ�V\VWHPV��,Q�DGGLWLRQ�� WKHUH�VWLOO�QHHGV�WR�
EH�D�JUHDWHU�VZLWFK�IURP�LQYHVWPHQW�LQ�LQGXVWULDO� FDSDFLW\��SURSHUW\�FRQVWUXFWLRQ�DQG�LQIUDVWUXFWXUH�
WR�FRQVXPHU�JRRGV�SURGXFWLRQ�

-$3$1 � KDV�EHHQ�VWUXJJOLQJ� WR�VWLPXODWH�FRQVLVWHQW�VLJQLILFDQW�*'3�JURZWK�DQG�WR�JHW�LQIODWLRQ�XS�
WR�LWV�WDUJHW�RI�����GHVSLWH�KXJH�PRQHWDU\�DQG�ILVFDO�VWLPXOXV��,W�LV�DOVR�PDNLQJ�OLWWOH�SURJUHVV�RQ�
IXQGDPHQWDO�UHIRUP�RI�WKH�HFRQRP\��

:25/'�*52:7+� 8QWLO�UHFHQW�\HDUV��ZRUOG�JURZWK�KDV�EHHQ�ERRVWHG�E\�LQFUHDVLQJ�
JOREDOLVDWLRQ L�H��FRXQWULHV�VSHFLDOLVLQJ� LQ�SURGXFLQJ�JRRGV�DQG�FRPPRGLWLHV�LQ�ZKLFK�WKH\�KDYH�
DQ�HFRQRPLF�DGYDQWDJH�DQG�ZKLFK�WKH\�WKHQ�WUDGH�ZLWK�WKH�UHVW�RI�WKH�ZRUOG���7KLV�KDV�ERRVWHG�
ZRUOGZLGH�SURGXFWLYLW\�DQG�JURZWK��DQG��E\�ORZHULQJ�FRVWV��KDV�DOVR�GHSUHVVHG� LQIODWLRQ��+RZHYHU��
WKH�ULVH�RI�&KLQD�DV�DQ�HFRQRPLF�VXSHUSRZHU�RYHU�WKH�ODVW�WKLUW\�\HDUV��ZKLFK�QRZ�DFFRXQWV�IRU�
QHDUO\�����RI�WRWDO�ZRUOG�*'3��KDV�XQEDODQFHG�WKH�ZRUOG�HFRQRP\��7KH�&KLQHVH�JRYHUQPHQW�KDV�
WDUJHWHG�DFKLHYLQJ�PDMRU�ZRUOG�SRVLWLRQV� LQ�VSHFLILF�NH\�VHFWRUV�DQG�SURGXFWV��HVSHFLDOO\�KLJK�WHFK�
DUHDV�DQG�SURGXFWLRQ�RI�UDUH�HDUWK�PLQHUDOV�XVHG�LQ�KLJK�WHFK�SURGXFWV���,W�LV�DFKLHYLQJ�WKLV�E\�
PDVVLYH�ILQDQFLDO�VXSSRUW��L�H��VXEVLGLHV�� WR�VWDWH�RZQHG�ILUPV��JRYHUQPHQW�GLUHFWLRQV�WR�RWKHU�
ILUPV��WHFKQRORJ\�WKHIW��UHVWULFWLRQV�RQ�PDUNHW�DFFHVV�E\�IRUHLJQ�ILUPV�DQG�LQIRUPDO�WDUJHWV�IRU�WKH�
GRPHVWLF�PDUNHW�VKDUH�RI�&KLQHVH�SURGXFHUV�LQ�WKH�VHOHFWHG�VHFWRUV��7KLV�LV�UHJDUGHG�DV�EHLQJ�
XQIDLU FRPSHWLWLRQ�WKDW�LV�SXWWLQJ�ZHVWHUQ�ILUPV�DW�DQ�XQIDLU�GLVDGYDQWDJH�RU�HYHQ�SXWWLQJ�VRPH�RXW�
RI�EXVLQHVV�� ,W�LV�DOVR�UHJDUGHG�ZLWK�VXVSLFLRQ�RQ�WKH�SROLWLFDO�IURQW�DV�&KLQD�LV�DQ�DXWKRULWDULDQ�
FRXQWU\�WKDW�LV�QRW�DYHUVH�WR�XVLQJ�HFRQRPLF�DQG�PLOLWDU\�SRZHU�IRU�SROLWLFDO�DGYDQWDJH��7KH�FXUUHQW�
WUDGH�ZDU�EHWZHHQ�WKH�86�DQG�&KLQD�WKHUHIRUH�QHHGV�WR�EH�VHHQ�DJDLQVW� WKDW�EDFNGURS���,W�LV��
WKHUHIRUH��OLNHO\�WKDW�ZH�DUH�KHDGLQJ� LQWR�D�SHULRG�ZKHUH�WKHUH�ZLOO�EH�D�UHYHUVDO�RI�ZRUOG�
JOREDOLVDWLRQ�DQG�D�GHFRXSOLQJ�RI�ZHVWHUQ�FRXQWULHV IURP�GHSHQGHQFH�RQ�&KLQD�WR�VXSSO\�
SURGXFWV���7KLV�LV�OLNHO\�WR�SURGXFH�D�EDFNGURS�LQ�WKH�FRPLQJ�\HDUV�RI�ZHDN�JOREDO�JURZWK�DQG�VR�
ZHDN�LQIODWLRQ���&HQWUDO�EDQNV�DUH��WKHUHIRUH��OLNHO\�WR�FRPH�XQGHU�PRUH�SUHVVXUH�WR�VXSSRUW�JURZWK�
E\�ORRVHU�PRQHWDU\�SROLF\�PHDVXUHV�DQG�WKLV�ZLOO�PLOLWDWH�DJDLQVW�FHQWUDO�EDQNV�LQFUHDVLQJ�LQWHUHVW�
UDWHV��

7KH�WUDGH�ZDU�EHWZHHQ�WKH�86�DQG�&KLQD�LV�D�PDMRU�FRQFHUQ�WR�ILQDQFLDO�PDUNHWV GXH�WR�WKH�
V\QFKURQLVHG�JHQHUDO�ZHDNHQLQJ�RI�JURZWK�LQ�WKH�PDMRU�HFRQRPLHV�RI�WKH�ZRUOG��FRPSRXQGHG�E\�
IHDUV�WKDW�WKHUH�FRXOG�HYHQ�EH�D�UHFHVVLRQ�ORRPLQJ�XS�LQ�WKH�86��WKRXJK�WKLV�LV�SUREDEO\�
RYHUEORZQ��7KHVH�FRQFHUQV�UHVXOWHG�LQ�JRYHUQPHQW�ERQG�\LHOGV LQ�WKH�GHYHORSHG�ZRUOG�IDOOLQJ�
VLJQLILFDQWO\�GXULQJ�������,I�WKHUH�ZHUH�D�PDMRU�ZRUOGZLGH�GRZQWXUQ�LQ�JURZWK��FHQWUDO�EDQNV�LQ�



��

PRVW�RI�WKH�PDMRU�HFRQRPLHV�ZLOO�KDYH�OLPLWHG�DPPXQLWLRQ�DYDLODEOH��LQ�WHUPV�RI�PRQHWDU\�SROLF\�
PHDVXUHV��ZKHQ�UDWHV�DUH�DOUHDG\�YHU\�ORZ�LQ�PRVW�FRXQWULHV���DSDUW�IURP�WKH�86����7KHUH�DUH�DOVR�
FRQFHUQV�DERXW�KRZ�PXFK�GLVWRUWLRQ�RI�ILQDQFLDO�PDUNHWV�KDV�DOUHDG\�RFFXUUHG�ZLWK�WKH�FXUUHQW�
OHYHOV�RI�TXDQWLWDWLYH�HDVLQJ�SXUFKDVHV�RI�GHEW�E\�FHQWUDO�EDQNV�DQG�WKH�XVH�RI�QHJDWLYH�FHQWUDO�
EDQN�UDWHV�LQ�VRPH�FRXQWULHV��7KH�ODWHVW�30,�VXUYH\�VWDWLVWLFV�RI�HFRQRPLF�KHDOWK�IRU�WKH�86��8.��
(8�DQG�&KLQD�KDYH�DOO�EHHQ�SUHGLFWLQJ�D�GRZQWXUQ�LQ�JURZWK��WKLV�FRQILUPV�LQYHVWRU�VHQWLPHQW�WKDW�
WKH�RXWORRN�IRU�JURZWK�GXULQJ�WKH�\HDU�DKHDG�LV�ZHDN�

,17(5(67�5$7(�)25(&$676
7KH�LQWHUHVW�UDWH�IRUHFDVWV�SURYLGHG�E\�/LQN $VVHW�6HUYLFHV�LQ�SDUDJUDSK���� DUH�SUHGLFDWHG�RQ�DQ�
DVVXPSWLRQ�RI�DQ�DJUHHPHQW�EHLQJ�UHDFKHG�RQ�%UH[LW EHWZHHQ�WKH�8.�DQG�WKH�(8� 2Q�WKLV�EDVLV��
ZKLOH�*'3�JURZWK�LV�OLNHO\�WR�EH�VXEGXHG�LQ������GXH�WR�DOO�WKH�XQFHUWDLQWLHV�DURXQG�%UH[LW�GHSUHVVLQJ�
FRQVXPHU�DQG�EXVLQHVV�FRQILGHQFH��DQ�DJUHHPHQW�LV�OLNHO\�WR�OHDG�WR�D�ERRVW�WR�WKH�UDWH�RI�JURZWK�LQ�
VXEVHTXHQW�\HDUV��ZKLFK�FRXOG��LQ�WXUQ��LQFUHDVH�LQIODWLRQDU\�SUHVVXUHV�LQ�WKH�HFRQRP\�DQG�VR�FDXVH�WKH�
%DQN�RI�(QJODQG�WR�UHVXPH�D�VHULHV�RI�JHQWOH�LQFUHDVHV�LQ�%DQN�5DWH���-XVW�KRZ�IDVW��DQG�KRZ�IDU��WKRVH�
LQFUHDVHV�ZLOO�RFFXU�DQG�ULVH�WR��ZLOO�EH�GDWD�GHSHQGHQW��7KH�IRUHFDVWV�LQ�WKLV�UHSRUW�DVVXPH�D�PRGHVW�
UHFRYHU\�LQ�WKH�UDWH�DQG�WLPLQJ�RI�VWURQJHU�JURZWK�DQG�LQ�WKH�FRUUHVSRQGLQJ�UHVSRQVH�E\�WKH�%DQN�LQ�
UDLVLQJ�UDWHV�

x ,Q�WKH�HYHQW�RI�DQ�RUGHUO\�QRQ�DJUHHPHQW�H[LW��LW�LV�OLNHO\�WKDW�WKH�%DQN�RI�(QJODQG�ZRXOG�
WDNH�DFWLRQ�WR�FXW�%DQN�5DWH�IURP�������LQ�RUGHU�WR�KHOS�HFRQRPLF�JURZWK�GHDO�ZLWK�WKH�
DGYHUVH�HIIHFWV�RI�WKLV�VLWXDWLRQ��7KLV�LV�DOVR�OLNHO\�WR�FDXVH�VKRUW�WR�PHGLXP�WHUP�JLOW�\LHOGV�
WR�IDOO��

x ,I�WKHUH�ZDV�D�GLVRUGHUO\�%UH[LW��WKHQ�DQ\�FXW�LQ�%DQN�5DWH�ZRXOG�EH�OLNHO\�WR�ODVW�IRU�D�
ORQJHU�SHULRG�DQG�DOVR�GHSUHVV�VKRUW�DQG�PHGLXP�JLOW�\LHOGV�FRUUHVSRQGLQJO\��4XDQWLWDWLYH�
HDVLQJ�FRXOG�DOVR�EH�UHVWDUWHG�E\�WKH�%DQN�RI�(QJODQG��,W�LV�DOVR�SRVVLEOH� WKDW�WKH�
JRYHUQPHQW�FRXOG�DFW�WR�SURWHFW�HFRQRPLF�JURZWK�E\�LPSOHPHQWLQJ�ILVFDO�VWLPXOXV��

+RZHYHU��WKHUH�ZRXOG�DSSHDU�WR�EH�D�PDMRULW\�FRQVHQVXV�LQ�WKH�&RPPRQV�DJDLQVW�DQ\�IRUP�RI�QRQ�
DJUHHPHQW�H[LW�VR�WKH�FKDQFH�RI�WKLV�RFFXUULQJ�KDV�GLPLQLVKHG�

7KH�EDODQFH�RI�ULVNV�WR�WKH�8.
x 7KH�RYHUDOO�EDODQFH�RI�ULVNV�WR�HFRQRPLF�JURZWK�LQ�WKH�8.�LV�SUREDEO\�WR�WKH�GRZQVLGH�GXH�

WR�WKH�ZHLJKW�RI�DOO�WKH�XQFHUWDLQWLHV�RYHU�%UH[LW��DV�ZHOO�DV�D�VRIWHQLQJ�JOREDO�HFRQRPLF�
SLFWXUH�

x 7KH�EDODQFH�RI�ULVNV�WR�LQFUHDVHV�LQ�%DQN�5DWH�DQG�VKRUWHU�WHUP�3:/%�UDWHV�DUH�EURDGO\�
VLPLODUO\�WR�WKH�GRZQVLGH��

x ,Q�WKH�HYHQW�WKDW�D %UH[LW�GHDO�ZDV�DJUHHG�ZLWK�WKH�(8�DQG�DSSURYHG�E\�3DUOLDPHQW��WKH�
EDODQFH�RI�ULVNV�WR�HFRQRPLF�JURZWK�DQG�WR�LQFUHDVHV�LQ�%DQN�5DWH�LV�OLNHO\�WR�FKDQJH�WR�WKH�
XSVLGH�

2QH�ULVN�WKDW�LV�ERWK�DQ�XSVLGH�DQG�GRZQVLGH�ULVN��LV�WKDW�DOO�FHQWUDO�EDQNV�DUH�QRZ�ZRUNLQJ�LQ�YHU\�
GLIIHUHQW�HFRQRPLF�FRQGLWLRQV�WKDQ�EHIRUH�WKH������ILQDQFLDO�FUDVK�DV��WKHUH�KDV�EHHQ�D�PDMRU�
LQFUHDVH�LQ�FRQVXPHU�DQG�RWKHU�GHEW�GXH�WR�WKH�H[FHSWLRQDOO\�ORZ�OHYHOV�RI�ERUURZLQJ�UDWHV�WKDW�
KDYH�SUHYDLOHG�VLQFH�������7KLV�PHDQV�WKDW�WKH QHXWUDO�UDWH�RI�LQWHUHVW�LQ�DQ�HFRQRP\���L�H��WKH�UDWH�
WKDW�LV�QHLWKHU�H[SDQVLRQDU\�QRU�GHIODWLRQDU\���LV�GLIILFXOW�WR�GHWHUPLQH�GHILQLWLYHO\�LQ�WKLV�QHZ�
HQYLURQPHQW��DOWKRXJK�FHQWUDO�EDQNV�KDYH�PDGH�VWDWHPHQWV�WKDW�WKH\�H[SHFW�LW�WR�EH�PXFK�ORZHU�
WKDQ�EHIRUH�������&HQWUDO�EDQNV�FRXOG�WKHUHIRUH�HLWKHU�RYHU�RU�XQGHU�GR�LQFUHDVHV�LQ�FHQWUDO�
LQWHUHVW�UDWHV�
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'RZQVLGH�ULVNV�WR�FXUUHQW�IRUHFDVWV�IRU�8.�JLOW�\LHOGV�DQG�3:/%�UDWHV�FXUUHQWO\�LQFOXGH��

x %UH[LW�± LI�LW�ZHUH�WR�FDXVH�VLJQLILFDQW�HFRQRPLF�GLVUXSWLRQ�DQG�D�PDMRU�GRZQWXUQ�LQ�WKH�UDWH�
RI�JURZWK�

x %DQN�RI�(QJODQG�WDNHV�DFWLRQ�WRR�TXLFNO\��RU�WRR�IDU��RYHU�WKH�QH[W�WKUHH�\HDUV�WR�UDLVH�
%DQN�5DWH�DQG�FDXVHV�8.�HFRQRPLF�JURZWK��DQG�LQFUHDVHV�LQ�LQIODWLRQ��WR�EH�ZHDNHU�WKDQ�
ZH�FXUUHQWO\�DQWLFLSDWH��

x $�UHVXUJHQFH�RI�WKH�(XUR]RQH�VRYHUHLJQ�GHEW�FULVLV� ,Q�������,WDO\�ZDV�D�PDMRU�FRQFHUQ�
GXH�WR�KDYLQJ�D�SRSXOLVW� FRDOLWLRQ�JRYHUQPHQW�ZKLFK�PDGH�D�ORW�RI�DQWL�DXVWHULW\�DQG�DQWL�(8�
QRLVH���+RZHYHU��LQ�6HSWHPEHU������WKHUH�ZDV�D�PDMRU�FKDQJH�LQ�WKH�FRDOLWLRQ�JRYHUQLQJ�
,WDO\�ZKLFK�KDV�EURXJKW�WR�SRZHU�D�PXFK�PRUH�(8�IULHQGO\�JRYHUQPHQW��WKLV�KDV�HDVHG�WKH�
SUHVVXUH�RQ�,WDOLDQ�ERQGV��2QO\�WLPH�ZLOO�WHOO�ZKHWKHU�WKLV�QHZ�FRDOLWLRQ�EDVHG�RQ�DQ�XQOLNHO\�
DOOLDQFH�RI�WZR�YHU\�GLIIHUHQW�SDUWLHV�ZLOO�HQGXUH��

x :HDN�FDSLWDOLVDWLRQ�RI�VRPH�(XURSHDQ�EDQNV��SDUWLFXODUO\�,WDOLDQ�EDQNV�

x *HUPDQ�PLQRULW\�JRYHUQPHQW� ,Q�WKH�*HUPDQ�JHQHUDO�HOHFWLRQ�RI�6HSWHPEHU�������
$QJHOD�0HUNHO¶V�&'8�SDUW\�ZDV�OHIW�LQ�D�YXOQHUDEOH�PLQRULW\�SRVLWLRQ�GHSHQGHQW�RQ�WKH�
IUDFWLRXV�VXSSRUW�RI�WKH�63'�SDUW\��DV�D�UHVXOW�RI�WKH�ULVH�LQ�SRSXODULW\�RI�WKH�DQWL�
LPPLJUDWLRQ�$I'�SDUW\��7KH�&'8�KDV�GRQH�EDGO\�LQ�UHFHQW�VWDWH�HOHFWLRQV�EXW�WKH�63'�KDV�
GRQH�SDUWLFXODUO\�EDGO\�DQG�WKLV�KDV�UDLVHG�D�PDMRU�TXHVWLRQ�PDUN�RYHU�FRQWLQXLQJ�WR�
VXSSRUW�WKH�&'8��$QJHOD�0HUNHO�KDV�VWHSSHG�GRZQ�IURP�EHLQJ�WKH�&'8�SDUW\�OHDGHU�EXW�
VKH�LQWHQGV�WR�UHPDLQ�DV�&KDQFHOORU�XQWLO������

x 2WKHU�PLQRULW\�(8�JRYHUQPHQWV� $XVWULD��6ZHGHQ��6SDLQ��3RUWXJDO��1HWKHUODQGV�DQG�
%HOJLXP�DOVR�KDYH�YXOQHUDEOH�PLQRULW\�JRYHUQPHQWV�GHSHQGHQW�RQ�FRDOLWLRQV�ZKLFK�FRXOG�
SURYH�IUDJLOH��

x $XVWULD��WKH�&]HFK�5HSXEOLF��3RODQG�DQG�+XQJDU\ QRZ�IRUP�D�VWURQJO\�DQWL�LPPLJUDWLRQ�
EORF�ZLWKLQ�WKH�(8���7KHUH�KDV�DOVR�EHHQ�ULVLQJ�DQWL�LPPLJUDWLRQ�VHQWLPHQW�LQ�*HUPDQ\�DQG�
)UDQFH�

x ,Q�2FWREHU�������WKH�,0)�LVVXHG�D�UHSRUW�RQ�WKH�:RUOG�(FRQRPLF�2XWORRN�ZKLFK�IODJJHG�XS�
D�V\QFKURQLVHG�VORZGRZQ�LQ�ZRUOG�JURZWK���+RZHYHU��LW�DOVR�IODJJHG XS�WKDW�WKHUH�ZDV�
SRWHQWLDO�IRU�D�UHUXQ�RI�WKH������ILQDQFLDO�FULVLV��EXW�KLV�WLPH�FHQWUHG�RQ�WKH�KXJH�GHEW�
ELQJH�DFFXPXODWHG�E\�FRUSRUDWLRQV�GXULQJ�WKH�GHFDGH�RI�ORZ�LQWHUHVW�UDWHV���7KLV�QRZ�
PHDQV�WKDW�WKHUH�DUH�FRUSRUDWHV�ZKR�ZRXOG�EH�XQDEOH�WR�FRYHU�EDVLF�LQWHUHVW�FRVWV�RQ�
VRPH����WUQ�RI�FRUSRUDWH�GHEW�LQ�PDMRU�ZHVWHUQ�HFRQRPLHV� LI�ZRUOG�JURZWK�ZDV�WR�GLS�
IXUWKHU�WKDQ�MXVW�D�PLQRU�FRROLQJ���7KLV�GHEW�LV�PDLQO\�KHOG�E\�WKH�VKDGRZ�EDQNLQJ�VHFWRU�L�H��
SHQVLRQ�IXQGV��LQVXUHUV��KHGJH�IXQGV��DVVHW�PDQDJHUV�HWF���ZKR��ZKHQ�WKHUH�LV����WUQ�RI�
FRUSRUDWH�DQG�JRYHUQPHQW�GHEW�QRZ�\LHOGLQJ�QHJDWLYH�LQWHUHVW�UDWHV��KDYH�EHHQ�VHDUFKLQJ�
IRU�KLJKHU�UHWXUQV�LQ�ULVNLHU�DVVHWV��0XFK�RI�WKLV�GHEW�LV�RQO\�PDUJLQDOO\�DERYH�LQYHVWPHQW�
JUDGH�VR�DQ\�UDWLQJ�GRZQJUDGH�FRXOG�IRUFH VRPH�KROGHUV�LQWR�D�ILUH�VDOH��ZKLFK�ZRXOG�WKHQ�
GHSUHVV�SULFHV�IXUWKHU�DQG�VR�VHW�RII�D�VSLUDO�GRZQ��7KH�,0)¶V�DQVZHU�LV�WR�VXJJHVW�
LPSRVLQJ�KLJKHU�FDSLWDO�FKDUJHV�RQ�OHQGLQJ�WR�FRUSRUDWHV�DQG�IRU�FHQWUDO�EDQNV�WR�UHJXODWH�
WKH�LQYHVWPHQW�RSHUDWLRQV�RI�WKH VKDGRZ�EDQNLQJ�VHFWRU��,Q�2FWREHU�������WKH�GHSXW\�
*RYHUQRU�RI�WKH�%DQN�RI�(QJODQG�DOVR�IODJJHG�XS�WKH�GDQJHUV�RI�EDQNV�DQG�WKH�VKDGRZ�
EDQNLQJ�VHFWRU�OHQGLQJ�WR�FRUSRUDWHV��HVSHFLDOO\�KLJKO\�OHYHUDJHG�FRUSRUDWHV��ZKLFK�KDG�
ULVHQ�EDFN�XS�WR�QHDU�SUH������OHYHOV�����

x *HRSROLWLFDO�ULVNV� IRU�H[DPSOH�LQ�1RUWK�.RUHD��EXW�DOVR�LQ�(XURSH�DQG�WKH�0LGGOH�(DVW��
ZKLFK�FRXOG�OHDG�WR�LQFUHDVLQJ�VDIH�KDYHQ�IORZV��

8SVLGH�ULVNV�WR�FXUUHQW�IRUHFDVWV�IRU�8.�JLOW�\LHOGV�DQG�3:/%�UDWHV
x %UH[LW ± LI�DJUHHPHQW�ZDV�UHDFKHG�DOO�URXQG�WKDW�UHPRYHG�DOO�WKUHDWV�RI�HFRQRPLF�DQG�

SROLWLFDO�GLVUXSWLRQ�EHWZHHQ�WKH�(8�DQG�WKH�8.��

x 7KH�%DQN�RI�(QJODQG�LV�WRR�VORZ LQ�LWV�SDFH�DQG�VWUHQJWK�RI�LQFUHDVHV�LQ�%DQN�5DWH�DQG��
WKHUHIRUH��DOORZV�LQIODWLRQDU\�SUHVVXUHV�WR�EXLOG�XS�WRR�VWURQJO\�ZLWKLQ WKH�8.�HFRQRP\��



��

ZKLFK�WKHQ�QHFHVVLWDWHV�D�ODWHU�UDSLG�VHULHV�RI�LQFUHDVHV�LQ�%DQN�5DWH�IDVWHU�WKDQ�ZH�
FXUUHQWO\�H[SHFW��

x 8.�LQIODWLRQ� ZKHWKHU�GRPHVWLFDOO\�JHQHUDWHG�RU�LPSRUWHG��UHWXUQLQJ�WR�VXVWDLQHG�
VLJQLILFDQWO\�KLJKHU�OHYHOV�FDXVLQJ�DQ�LQFUHDVH�LQ�WKH�LQIODWLRQ�SUHPLXP�LQKHUHQW�WR�JLOW�\LHOGV��

��� 7UHDVXU\�0DQDJHPHQW�3UDFWLFH�±&UHGLW�DQG�&RXQWHUSDUW\�5LVN�0DQDJHPHQW

6SHFLILHG�,QYHVWPHQWV��$OO�VXFK�LQYHVWPHQWV�ZLOO�EH�VWHUOLQJ�GHQRPLQDWHG�ZLWK�PDWXULWLHV�XS�WR�PD[LPXP�
RI���\HDU��H[FHSW�IRU�GHSRVLWV�ZLWK�ORFDO�DXWKRULWLHV�ZKLFK�FDQ�EH�IRU�DQ\�SHULRG���PHHWLQJ�WKH�PLQLPXP�
µKLJK¶�TXDOLW\�FULWHULD�ZKHUH�DSSOLFDEOH���,I�D�GHSRVLW�LV�PDGH�IRU�VD\���\HDUV��LW�VWDUWV�DV�EHLQJ�D�QRQ�
VSHFLILHG�LQYHVWPHQW�DQG�UHPDLQV�DV�D�QRQ�VSHFLILHG�LQYHVWPHQW�HYHQ�ZKHQ�LW¶V�WLPH�WR�PDWXULW\�IDOOV�XQGHU�
���PRQWKV��7KH�FULWHULD��WLPH�OLPLWV�DQG�PRQHWDU\�OLPLWV�DSSO\LQJ�WR�LQVWLWXWLRQV�RU�LQYHVWPHQW�YHKLFOHV�DUH

1RQ�VSHFLILHG�,QYHVWPHQWV��7KHVH�DUH�DQ\�LQYHVWPHQWV�ZKLFK�GR�QRW�PHHW�WKH�VSHFLILHG�LQYHVWPHQW�
FULWHULD��� $�YDULHW\�RI�LQYHVWPHQW�LQVWUXPHQWV�ZLOO�EH�XVHG��VXEMHFW�WR�WKH�FUHGLW�TXDOLW\�RI�WKH�LQVWLWXWLRQ��
DQG�GHSHQGLQJ�RQ�WKH�W\SH�RI�LQYHVWPHQW�PDGH� LW�ZLOO�IDOO�LQWR�RQH�RI�WKH�DERYH�FDWHJRULHV� 7KH�FULWHULD��
WLPH�OLPLWV�DQG�PRQHWDU\�OLPLWV�DSSO\LQJ�WR�LQVWLWXWLRQV�RU�LQYHVWPHQW�YHKLFOHV�DUH�

,QVWLWXWLRQ 0D[LPXP�
,QYHVWPHQW�SHU�
*URXS�,QVWLWXWLRQ

�0

0D[LPXP
/HQJWK

&UHGLW�5DWLQJ�2WKHU�
$VVHVVPHQW�RI�5LVN

8.�%DQNV� ��
���0�OLPLW�ZLWK�DQ\�
RQH�LQVWLWXWLRQ�

8S�WR���\HDUV $V�SHU�/LQN¶V�PDWULFHV�

)RUHLJQ�%DQNV � 8S�WR���\HDUV $V�SHU�/LQN¶V�PDWULFHV�

0RQH\�0DUNHW�
)XQGV��PD[��RI���

�� 1�$ $OO�DUH�$$$�UDWHG�

2WKHU�/RFDO����
$XWKRULWLHV

�� 8S�WR���\HDUV 1�$

1RWH��/LPLWV�IRU�6SHFLILHG�DQG�1RQ�6SHFLILHG�DUH�FRPELQHG�OLPLWV���7KH�PD[LPXP�OLPLW�
ZLOO�DOVR�DSSO\�WR�D�EDQNLQJ�JURXS�DV�D�ZKROH�

��� $SSURYHG�&RXQWULHV�IRU�,QYHVWPHQWV

7KLV�OLVW�LV�EDVHG�RQ�WKRVH�FRXQWULHV�ZKLFK�KDYH�VRYHUHLJQ�UDWLQJV�RI�$$�RU�KLJKHU� �ZH�VKRZ�WKH�ORZHVW�
UDWLQJ�IURP�)LWFK��0RRG\¶V�DQG�6	3��DQG�DOVR���H[FHSW�� DW�WKH�WLPH�RI�ZULWLQJ�� IRU�+RQJ�.RQJ��1RUZD\�
DQG�/X[HPERXUJ���KDYH�EDQNV�RSHUDWLQJ�LQ�VWHUOLQJ�PDUNHWV�ZKLFK�KDYH�FUHGLW�UDWLQJV�RI�JUHHQ�RU�DERYH�
LQ�WKH�/LQN�$VVHW�6HUYLFHV FUHGLW�ZRUWKLQHVV�VHUYLFH�

,QVWLWXWLRQ 0D[LPXP�
,QYHVWPHQW�SHU�
*URXS�,QVWLWXWLRQ

�0

0D[LPXP
/HQJWK

&UHGLW�5DWLQJ�2WKHU�
$VVHVVPHQW�RI�5LVN

8.�%DQNV� �� 8S�WR�����GD\V $V�SHU�/LQN¶V�PDWULFHV�

)RUHLJQ�%DQNV � 8S�WR�����GD\V $V�SHU�/LQN¶V�PDWULFHV�

2WKHU�/RFDO�$XWKRULWLHV��������������� �� 8S�WR���\HDUV 1�$
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%DVHG�RQ�ORZHVW�DYDLODEOH�UDWLQJ

$$$���������������������

x $XVWUDOLD

x &DQDGD

x 'HQPDUN

x *HUPDQ\

x /X[HPERXUJ

x 1HWKHUODQGV�

x 1RUZD\

x 6LQJDSRUH

x 6ZHGHQ

x 6ZLW]HUODQG
$$�

x )LQODQG

x 8�6�$�
$$

x $EX�'KDEL��8$(�

x +RQJ�.RQJ

x )UDQFH

x 8�.�
$$�

x %HOJLXP�

x 4DWDU

��� 7UHDVXU\�0DQDJHPHQW�6FKHPH�RI�'HOHJDWLRQ

7KH�JRYHUQDQFH�RI�WKH�NH\�GHFLVLRQV�DUH�VHW�RXW�EHORZ�

�L��)XOO�&RXQFLO

x DSSURYDO�RI�DQQXDO�VWUDWHJ\

�LL��$XGLW�&RPPLWWHH

x UHYLHZLQJ�WKH�WUHDVXU\�PDQDJHPHQW�SROLF\�DQG�SURFHGXUHV�DQG�PDNLQJ�UHFRPPHQGDWLRQV�WR�WKH�
UHVSRQVLEOH�ERG\�

�LLL� &DELQHW

x UHFHLYLQJ�DQG�UHYLHZLQJ�UHSRUWV�RQ�WUHDVXU\�PDQDJHPHQW�SROLFLHV��SUDFWLFHV�DQG�DFWLYLWLHV

x DSSURYDO�RI�DPHQGPHQWV�WR�WKH�$XWKRULW\¶V�DGRSWHG�FODXVHV��WUHDVXU\�PDQDJHPHQW�SROLF\�
VWDWHPHQW�DQG�WUHDVXU\�PDQDJHPHQW�SUDFWLFHV

x EXGJHW�FRQVLGHUDWLRQ�DQG�DSSURYDO

x DSSURYDO�RI�WKH�GLYLVLRQ�RI�UHVSRQVLELOLWLHV

x UHFHLYLQJ�DQG�UHYLHZLQJ�UHJXODU�PRQLWRULQJ�UHSRUWV�DQG�DFWLQJ�RQ�UHFRPPHQGDWLRQV

x DSSURYLQJ�WKH�VHOHFWLRQ�RI�H[WHUQDO�VHUYLFH�SURYLGHUV�
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��� 7KH�7UHDVXU\�0DQDJHPHQW�5ROH�RI�WKH�6HFWLRQ�����2IILFHU

7KH�UROH�RI�WKH�VHFWLRQ�����RIILFHU�LV�VHW�RXW�EHORZ�

x UHFRPPHQGLQJ�FODXVHV��WUHDVXU\�PDQDJHPHQW�SROLF\�SUDFWLFHV�IRU�DSSURYDO��UHYLHZLQJ�WKH�
VDPH�UHJXODUO\��DQG�PRQLWRULQJ�FRPSOLDQFH�

x VXEPLWWLQJ�UHJXODU�WUHDVXU\�PDQDJHPHQW�SROLF\�UHSRUWV�

x VXEPLWWLQJ�EXGJHWV�DQG�EXGJHW�YDULDWLRQV�

x UHFHLYLQJ�DQG�UHYLHZLQJ�PDQDJHPHQW�LQIRUPDWLRQ�UHSRUWV�

x UHYLHZLQJ�WKH�SHUIRUPDQFH�RI�WKH�WUHDVXU\�PDQDJHPHQW�IXQFWLRQ�

x HQVXULQJ�WKH�DGHTXDF\�RI�WUHDVXU\�PDQDJHPHQW�UHVRXUFHV�DQG�VNLOOV��DQG�WKH�HIIHFWLYH�
GLYLVLRQ�RI�UHVSRQVLELOLWLHV� ZLWKLQ�WKH�WUHDVXU\�PDQDJHPHQW�IXQFWLRQ�

x HQVXULQJ�WKH�DGHTXDF\�RI�LQWHUQDO�DXGLW��DQG�OLDLVLQJ�ZLWK�H[WHUQDO�DXGLW�

x UHFRPPHQGLQJ�WKH�DSSRLQWPHQW�RI�H[WHUQDO�VHUYLFH�SURYLGHUV��

7KH�DERYH�OLVW�RI�VSHFLILF�UHVSRQVLELOLWLHV� RI�WKH�6����RIILFHU�LQ�WKH������7UHDVXU\�0DQDJHPHQW�&RGH�
KDV� QRW� FKDQJHG�� �+RZHYHU�� LPSOLFLW� LQ� WKH� FKDQJHV� LQ� ERWK� FRGHV� LV� D�PDMRU�H[WHQVLRQ� RI�WKH�
IXQFWLRQV RI�WKLV�UROH��

x SUHSDUDWLRQ�RI�D�FDSLWDO�VWUDWHJ\ WR LQFOXGH�FDSLWDO�H[SHQGLWXUH��FDSLWDO�ILQDQFLQJ��DQG�WUHDVXU\�
PDQDJHPHQW� ZLWK�D�ORQJ�WHUP�WLPHIUDPH��VD\�����\HDUV ± WR�EH�GHWHUPLQHG� LQ�DFFRUGDQFH�
ZLWK�ORFDO�SULRULWLHV��

x HQVXULQJ� WKDW�WKH�FDSLWDO�VWUDWHJ\�LV�SUXGHQW��VXVWDLQDEOH�� DIIRUGDEOH DQG�SUXGHQW�LQ�WKH�ORQJ�
WHUP DQG�SURYLGHV�YDOXH�IRU�PRQH\

x HQVXULQJ�WKDW�GXH�GLOLJHQFH�KDV�EHHQ�FDUULHG�RXW�RQ�DOO�LQYHVWPHQWV DQG�LV�LQ�DFFRUGDQFH�ZLWK�
WKH�ULVN�DSSHWLWH�RI�WKH�DXWKRULW\�

��� 6XPPDU\�7UHDVXU\�0DQDJHPHQW�%XGJHW DQG�)RUHFDVW

�������
�����

�������
�¶���

(PSOR\HHV ��� ���
7UDQVSRUW ± OHDVLQJ�FRVWV ����� �����
6XSSOLHV�DQG�6HUYLFHV ��� ���
,QWHUHVW�3DLG ������ ������
'HEW�0DQDJHPHQW�([SHQVHV �� �
*URVV�([SHQGLWXUH ������ ������

,QWHUHVW�5HFHLYHG � �
*URVV�,QFRPH � �

1HW�([SHQGLWXUH ������ ������

1RWHV
R 6XSSOLHV�DQG�6HUYLFHV�LQFOXGHV�WKH�IROORZLQJ�PDLQ�LWHPV��

'U�&U�FDUG�DQG�EDQN�FKDUJHV ���N
7UHDVXU\��/HDVLQJ�$GYLFH ��N

R ,QWHUHVW�5HFHLYHG�KDV�QR�EXGJHW�DV�FDVK�EDODQFHV�KDYH�VLJQLILFDQWO\�UHGXFHG��$Q\�
LQWHUHVW�UHFHLYHG�LQ�UHVSHFW�RI�FDVK�VXUSOXVHV�PD\�QHHG�WR�EH�XVHG�WR�RIIVHW�ERUURZLQJ�
FRVWV�IRU�QHJDWLYH�FDVK�EDODQFHV�



��

��

�� &$3,7$/�675$7(*<

��� %DFNJURXQG

3DUW����6HFWLRQ���RI�WKH�/RFDO�*RYHUQPHQW�)LQDQFH�$FW������UHTXLUHV�WKDW�WKH�$XWKRULW\�VKDOO�GHWHUPLQH�
DQG�NHHS�XQGHU�UHYLHZ�KRZ�PXFK�LW�FDQ�DIIRUG�WR�ERUURZ��7KH�$FW�LV�VXSSRUWHG�E\�WKH�3UXGHQWLDO�
)UDPHZRUN�IRU�ORFDO�DXWKRULW\�FDSLWDO�LQYHVWPHQW�DQG�WKH�&,3)$�3UXGHQWLDO�&RGH�IRU�&DSLWDO�)LQDQFH�LQ�
/RFDO�$XWKRULWLHV��WKH�&RGH���7KH�&,3)$�3UXGHQWLDO�&RGH�ZDV�UHYLVHG�LQ�'HFHPEHU�������7KH�UHYLVHG�
&RGH�LQWURGXFHG�D�QHZ�UHTXLUHPHQW�WKDW�DOO�DXWKRULWLHV�SURGXFH�D�FDSLWDO�VWUDWHJ\��ZKLFK�VHWV�RXW�WKH�
ORQJ�WHUP�FRQWH[W�LQ�ZKLFK�FDSLWDO�H[SHQGLWXUH�DQG�LQYHVWPHQW�GHFLVLRQV�DUH�PDGH��

7KH�&DSLWDO�6WUDWHJ\�DQG�7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�6WDWHPHQW���7066��DUH�FORVHO\�OLQNHG�DQG�
ERWK�DUH�UHYLVHG�DQQXDOO\���7KH�&DSLWDO�6WUDWHJ\�GHILQHV�WKH�&RXQFLO¶V�VSHQGLQJ�DQG�WKH�7066�VHWV�RXW�
KRZ�LW�ZLOO�EH�IXQGHG�DQG�LWV�LPSDFW�RQ�WKH�RYHUDOO�ILQDQFLDO�VWDQGLQJ�RI�WKH�&RXQFLO�

��� $LPV��3ULRULWLHV DQG�3ULQFLSOHV

7KH�SXUSRVH�RI�WKLV�VWUDWHJ\�LV�WR�VHW�RXW�WKH�REMHFWLYHV��SULQFLSOHV�DQG�JRYHUQDQFH�IUDPHZRUN�WR�HQVXUH�
WKDW�WKH�$XWKRULW\�WDNHV�FDSLWDO�H[SHQGLWXUH�DQG�LQYHVWPHQW�GHFLVLRQV�LQ�OLQH�ZLWK�VHUYLFH�REMHFWLYHV��7KH�
3RZ\V�&RXQW\�&RXQFLO�9LVLRQ����� RXWOLQHV�WKH�NH\�SULRULWLHV�DQG�REMHFWLYHV�RI�WKH�&RXQFLO�IRU�WKH�SHULRG�
WR����0DUFK�������

9LVLRQ����� � %XLOGLQJ�RQ�SUHYLRXV�SURJUHVV�WR�PDNH�3RZ\V�WKH�EHVW�SRVVLEOH�SODFH�WR�OLYH��ZRUN�DQG�
YLVLW��HQVXULQJ�FRPPXQLWLHV�IHHO�VXSSRUWHG��KDYH�D�VD\�LQ�ZKDW�LV�SURYLGHG IRU�WKHP�ORFDOO\�DQG�IHHO�WKH\�
SOD\�D�NH\�UROH�LQ�ORFDO�VHUYLFH�GHOLYHU\���,Q�DQ�HUD�RI�FRQWLQXHG�EXGJHWDU\�SUHVVXUHV��JURZLQJ�GHPDQG�
DQG�LQFUHDVHG�H[SHFWDWLRQV�LW�LV�YHU\�LPSRUWDQW�WKDW�WKHUH�LV�FODULW\�DERXW�ZKDW�WKH�&RXQFLO�ZDQWV�WR�
DFKLHYH�QRZ�DQG�LQ�WKH�IXWXUH�

$Q�RSHQ�DQG�HQWHUSULVLQJ�FRXQFLO��WKLV�PHDQV�

x :RUNLQJ�ZLWK�FRPPXQLWLHV��UHVLGHQWV�DQG�EXVLQHVVHV

x :LOOLQJ�WR�ORRN�DW�QHZ�ZD\V�RI�ZRUNLQJ�DQG�GHOLYHULQJ�VHUYLFHV

x )RFXVVLQJ�RQ�VROXWLRQV�UDWKHU�WKDQ�SUREOHPV

+DYLQJ�FOHDU�SULRULWLHV�WR�GHOLYHU�WKH�YLVLRQ�

x 7KH�(FRQRP\��:H�ZLOO�GHYHORS�D�YLEUDQW�HFRQRP\

x +HDOWK�DQG�&DUH��:H�ZLOO�OHDG�WKH�ZD\�LQ�HIIHFWLYH��LQWHJUDWHG�UXUDO�KHDOWK�DQG�FDUH

x /HDUQLQJ�DQG�6NLOOV��:H�ZLOO�VWUHQJWKHQ�OHDUQLQJ�DQG�VNLOOV

x 5HVLGHQWV�DQG�&RPPXQLWLHV��:H�ZLOO�VXSSRUW�RXU�UHVLGHQWV�DQG�FRPPXQLWLHV

7KH�&RXQFLO¶V�JXLGLQJ�SULQFLSOHV�DUH�EDVHG�RQ�WKH�:HOO�EHLQJ�RI�)XWXUH�*HQHUDWLRQV��:DOHV��$FW�������
ZKLFK�PHDQV�WKH�GHFLVLRQV�PDGH�PXVW�WDNH�LQWR�DFFRXQW�WKH�LPSDFW�RQ�SHRSOH¶V�OLYHV�LQ�3RZ\V�LQ�WKH�
IXWXUH�

��� *RYHUQDQFH��DSSURYDO�DQG�PRQLWRULQJ

:HOVK�*RYHUQPHQW�KDYH�DGRSWHG�WKH�%HWWHU�%XVLQHVV�&DVH�DSSURDFK�WR�EXLOGLQJ�� UHYLHZLQJ�DQG�
DJUHHLQJ�EXVLQHVV�FDVHV���7KHVH�SULQFLSOHV�KDYH�EHHQ�DGRSWHG�LQ� WKH�&RXQFLOV¶ &DSLWDO�
*RYHUQDQFH�)UDPHZRUN���7KLV�DSSURDFK�LQWURGXFHV�D�PRUH�IRUPDO�UHJLPH�WR�IROORZ�DQG�HQVXUHV�
FRQVLVWHQF\�DQG�D�UREXVW�DSSURDFK�WR�GHYHORSLQJ�HDFK�SURMHFW��7KH�GLDJUDP�EHORZ�VHWV�RXW�WKH�
JDWHV�DQG�VWHSV�QHFHVVDU\�WR�GHYHORS�D�FDSLWDO�IURP�SURSRVDO�WKURXJK�WR�D�VXFFHVVIXO�GHOLYHU\��
7KHUH�KDV�EHHQ�DQ XUJHQF\�LQ�DGRSWLQJ�WKLV�QHZ�UHJLPH�WR�HYLGHQFH�VWURQJHU�JRYHUQDQFH�EDVHG�
RQ�UREXVW�EXVLQHVV�FDVHV�IURP�VHUYLFHV���
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7KH�JRYHUQDQFH�RI�WKLV�&DSLWDO�6WUDWHJ\ IROORZV�WKH�VDPH�SURFHVV�DV�WKH�5HYHQXH�%XGJHW 6HWWLQJ�
3URFHVV�DQG�ZLOO�EH�SUHVHQWHG� WR�WKH�&DELQHW�DV�SDUW�RI�WKH�0HGLXP�7HUP�)LQDQFLDO�6WUDWHJ\ ZKLFK�
LV�WKHQ�UHFRPPHQGHG WR�IXOO�&RXQFLO�IRU�DSSURYDO�

7KH�WKUHH�VWDJHV�RI�WKH�*RYHUQDQFH�)UDPHZRUN�DUH�

6WDJH���� 7KH 6WUDWHJLF�2XWOLQH�&DVH �62&���WKHVH�PXVW EH�FRPSOHWHG�IRU�WKH�QHZ�ELGV�DQG�KDYH�
QHFHVVDU\�DSSURYDO�

6WDJH�� � 2QFH�WKH�62&�LV�DSSURYHG��PDQDJHUV�ZLOO�QHHG�WR�FRPSOHWH�PRUH�GHWDLOHG�ZRUN��
SDUWLFXODUO\�RQ�WKH�HFRQRPLFV�RI�WKH�FDVH��ILQDQFHV��GHWDLOHG�FRVWLQJV��DQG�VXEPLW�WKH�2XWOLQH�
%XVLQHVV�&DVH��2%&� IRU�DSSURYDO�WKURXJK�WKH�6WUDWHJLF�$VVHW�%RDUG��ZKR�SURYLGH�FKDOOHQJH�DQG�
WKHQ�PDNH�UHFRPPHQGDWLRQ�WR�(07���&DELQHW�WR�DSSURYH��

6WDJH���� 7KH�)LQDO�%XVLQHVV�&DVH��)%&��LV�WKH�ILQDO�JDWHZD\�DQG�WKH�SURMHFW�ZRXOG�PRYH�WR�WKH�
SURFXUHPHQW�VWDJH� $W�WKLV�SRLQW�WKH�WHQGHU�SULFH�IRU�WKH�SURMHFW�ZRXOG�EH�NQRZQ�DQG�WKH�ULVNV�
TXDQWLILHG��2QO\�ZKHQ�WKH�)%&�EHFRPHV�D�OLYH�SURMHFW�GRHV�WKH�FDSLWDO�EXGJHW�JHW�DOORFDWHG��ZKLFK�
ZLOO�LPSURYH�RXU�EXGJHW�IRUHFDVWLQJ�DQG�SURILOLQJ� $Q\�UHYHQXH�FRQWULEXWLRQV� LQFOXGLQJ�053�FRVWV�
ZRXOG�QHHG�WR�EH�EXLOW�LQWR�WKH�EXGJHW�DW�VWDJH���

)RU�EXVLQHVV�FDVHV�EHWZHHQ����N�DQG���P�D�OHVV� IRUPDO�EXVLQHVV�MXVWLILFDWLRQ�FDVH�ZLOO�EH�
DGRSWHG��EHLQJ�PRUH�VLPSOH�DQG�TXLFNHU�WR�GHYHORS�DQG�SURFHHG�WR�SURMHFW�

(DFK�\HDU�WKHUH�LV�D�VPDOO�ELGV�SURJUDPPH�IXQGHG�E\�DQ�DOORFDWLRQ�LQ�WKH�&DSLWDO�3URJUDPPH�IRU�
FDSLWDO�SURMHFWV�XQGHU����N��WKHVH�DUH�GHDOW�ZLWK�WKURXJK�WKH�6WUDWHJLF�$VVHW�%RDUG�

7KH�&RXQFLO�LV�PRYLQJ�DZD\�IURP�DQ�DQQXDO�FDSLWDO�F\FOH�DQG�XVLQJ WKH�QHZ�IUDPHZRUN�ZLOO�KDYH�
DQ�RQJRLQJ�SURFHVV�RI�SURMHFWV�LQ�GHYHORSPHQW�WKURXJK�WR�DSSURYDO WKURXJK�&DELQHW�DQG�&RXQFLO�
DV�QHHGHG



��

��� )XQGLQJ�WKH�&DSLWDO�6WUDWHJ\

7KH�FRVW�RI�IXQGLQJ�WKH�FDSLWDO�SURJUDPPH LV�FORVHO\�PRQLWRUHG�GXH�WR�WKH�LPSDFW�RQ�WKH�UHYHQXH�
EXGJHW DQG�WKH�RQJRLQJ�IXQGLQJ�FRQVWUDLQWV�RI�WKH�&RXQFLOV�0HGLXP�7HUP�)LQDQFLDO�6WUDWHJ\� 7KH�
&RXQFLO�DLPV�WR�PLQLPLVH�WKH�FRVW�RI�ERUURZLQJ�RQ�WKH�)LQDQFLDO�5HVRXUFH�0RGHO��)50�� &DSLWDO�
SURMHFWV�DUH�SULRULWLVHG ZKHUH�WKH\�FDQ�HYLGHQFH�D�UHGXFWLRQ�LQ�WKH�FRVW�RI�UHYHQXH��VXFK�DV�GLJLWDO�
WHFKQRORJLHV�RU�JHQHUDWH LQFRPH�VXFK�DV�EXLOGLQJ�FRXQFLO�GZHOOLQJV��

7KH�+RXVLQJ�5HYHQXH�$FFRXQW��+5$� XVHV�WKH�VXUSOXV�RQ�WKH�+5$�DFFRXQW��H[FHVV�RI�UHQWDO�
LQFRPH�RYHU�H[SHQGLWXUH��WR�IXQG�FDSLWDO�H[SHQGLWXUH��7KLV�LV�UHIOHFWHG�LQ�WKH�+5$�EXVLQHVV�SODQ�
DQG�GRHV�QRW�LPSDFW�RQ�WKH�&RXQFLO�)XQG� $OWKRXJK�WKH�+5$ RSHUDWHV�VHSDUDWHO\�IURP�WKH�&RXQFLO�
)XQG��WKH�&RXQFLO�GRHV�QRW�ERUURZ�VHSDUDWHO\�IRU�&RXQFLO�)XQG�DQG�+5$�H[SHQGLWXUH��DOO�
ERUURZLQJ�LV�FRPELQHG�DQG�WKH�FRVWV�DSSRUWLRQHG� WR�WKH�WZR�IXQGV�EDVHG�RQ�WKH�OHYHO�RI�
H[SHQGLWXUH�IXQGHG�IURP�ERUURZLQJ�IRU�WKH�WZR�IXQGV��7KH�DSSRUWLRQPHQW�PHWKRG�LV�NHSW�XQGHU�
UHYLHZ�WR�HQVXUH�WKDW�LW�UHPDLQV�WKH�PRVW�HTXLWDEOH�PHWKRG�

7KH�&DSLWDO�SURJUDPPH�GHWDLOHG�DW�$SSHQGL[�$��LV�IXQGHG�IURP�WKH�IROORZLQJ�VRXUFHV��

x *HQHUDO�&DSLWDO�*UDQW�± 7KLV�LV�D�VXP�RI�PRQH\�ZKLFK�LV�SURYLGHG�E\�WKH�:HOVK�*RYHUQPHQW�
DV�SDUW�RI�WKH�DQQXDO�VHWWOHPHQW��7KH�&RXQFLO�LV�IUHH�WR�XVH�WKH�FDSLWDO�JUDQW�RQ�DQ\�FDSLWDO�
SURMHFW�LW�ZLVKHV�

x 6XSSRUWHG�%RUURZLQJ�± 7KH�&RXQFLO�ZLOO�ERUURZ�IURP�WKH�3XEOLF�:RUNV�/RDQV�%RDUG��3:/%��WR�
IXQG�WKH�H[SHQGLWXUH��7KH�UHYHQXH�FRVWV�DULVLQJ�IURP�WKH�ERUURZLQJ��,QWHUHVW�&RVWV�DQG�
0LQLPXP�5HYHQXH�3URYLVLRQ��DUH�IXQGHG�E\ WKH�:HOVK�*RYHUQPHQW�WKURXJK�WKH�DQQXDO�
UHYHQXH�VHWWOHPHQW��KHQFH�WKH�WHUP�³6XSSRUWHG�%RUURZLQJ´�

x 8QVXSSRUWHG�%RUURZLQJ�± $JDLQ��WKH�&RXQFLO�ERUURZV�WKH�IXQGLQJ�IURP�WKH�3:/%�EXW�LV�
UHTXLUHG�WR�ILQDQFH�WKH�UHYHQXH�FRVWV�IURP�LWV�RZQ�UHVRXUFHV��3URMHFWV�IXQGHG�E\�PHDQV�RI�
XQVXSSRUWHG�ERUURZLQJ�WHQG�WR�EH�SURMHFWV�ZKLFK�GHOLYHU�UHYHQXH�VDYLQJV�DQG�LW�LV�WKHVH�
VDYLQJV�WKDW�DUH�XVHG�WR�PHHW�WKH�DGGLWLRQDO� UHYHQXH�FRVWV�DULVLQJ� IURP�WKH�ERUURZLQJ�

x 6SHFLILF�&DSLWDO�*UDQWV�± 7KH�&RXQFLO�ZLOO�EH�DZDUGHG�FDSLWDO�JUDQWV�ZKLFK�SDUWO\�RU�IXOO\�IXQG�
WKH�FRVW�RI�D�SURMHFW��&DSLWDO�JUDQWV�XVXDOO\�FRPH�ZLWK�UHVWULFWLRQV�VXUURXQGLQJ�WKH�H[SHQGLWXUH�
ZKLFK�FDQ�EH�IXQGHG�DQG�E\�ZKHQ�WKH�H[SHQGLWXUH�PXVW�EH�LQFXUUHG�

x 5HYHQXH�&RQWULEXWLRQ�± 6HUYLFHV�FDQ�PDNH�D�FRQWULEXWLRQ�IURP�WKHLU�UHYHQXH�EXGJHWV�WR�IXQG�
SURMHFWV��7KHVH�FRQWULEXWLRQV� WHQG�WR�EH�DV�D�PDWFK�IXQGLQJ�WR�D�SURMHFW�ZKLFK�LV�PDLQO\�IXQGHG�
IURP�D�VSHFLILF�FDSLWDO�JUDQW�

x &DSLWDO�5HFHLSWV�± 7KH�IXQGV�JHQHUDWHG� IURP�WKH�VDOH�RI�DVVHWV�FDQ�EH�XVHG�WR�FRQWULEXWH�WR�
WKH�IXQGLQJ�RI�WKH�FDSLWDO�SURJUDPPH��7KHVH�DUH�XVXDOO\�JHQHUDWHG�IURP�WKH�VDOH�RI�VXUSOXV�
DVVHWV��QRUPDOO\�ODQG�RU�EXLOGLQJV���7KH�&RXQFLOV¶�&DSLWDO�5HFHLSWV��3ROLF\�LV�VHW�RXW�LQ�
$SSHQGL[�'

x 5HVHUYHV�± )XQGLQJ�KHOG�LQ�UHVHUYH��H�J��XQDSSOLHG�FDSLWDO�UHFHLSWV��FDQ�EH�XVHG�WR�VXSSRUW�
WKH�FDSLWDO�SURJUDPPH�

��� &DSLWDOLVDWLRQ�'LUHFWLRQ�DQG�7UDQVIRUPDWLRQ

,Q�'HFHPEHU������WKH�6HFUHWDU\�RI�6WDWH�DQQRXQFHG�WKH�FRQWLQXDWLRQ�RI�WKH�FDSLWDO�UHFHLSW�IOH[LELOLW\�
SURJUDPPH�IRU�D�IXUWKHU�WKUHH�\HDUV�XS�WR�ILQDQFLDO�\HDU����������7KLV�LV�VLJQLILFDQW�DV�LW�JLYHV�DXWKRULWLHV�
WKH�FRQWLQXHG�IUHHGRP�WR�XVH�LQ�\HDU�FDSLWDO�UHFHLSWV�IURP�WKH�VDOH�RI�WKHLU�RZQ�DVVHWV��H[FOXGLQJ�5LJKW�
WR�%X\�UHFHLSWV��WR�KHOS�IXQG�WKH�UHYHQXH�FRVWV�RI�WUDQVIRUPDWLRQ�SURMHFWV�DQG�UHOHDVH�VDYLQJV���

&DSLWDO�UHFHLSWV��OHVV�WKH�DGPLQLVWUDWLYH�FRVWV�WR�VHOO�WKH�DVVHW��ZLOO�EH�XVHG�WR�IXQG�WKH�FRVW�RI�WKH�
WUDQVIRUPDWLRQ�SURMHFWV�IRU�WKH�QH[W�WKUHH�\HDUV���7KH FDSLWDO�UHFHLSWV�SROLF\�LV�SURYLGHG�DW�$SSHQGL[�%
DQG IRUPV�D�NH\�HOHPHQW�RI�WKH�0HGLXP�7HUP�)LQDQFLDO�6WUDWHJ\��



��

��� 3URJUDPPH�2YHUYLHZ

7KH�&DSLWDO�3URJUDPPH LV�D NH\�HQDEOHU�WR�GHOLYHU�WKH�&RXQFLOV�DPELWLRQ VHW�RXW�LQ�9LVLRQ������ %URDGO\�
WKH�SURJUDPPH FRYHUV�WKUHH�DUHDV�RI�H[SHQGLWXUH���7KHVH�DUH��

x D�FRUH�SURJUDPPH�RI�VFKHPHV�WKDW�DUH�UHJXODWRU\���VWDWXWRU\�LQ�QDWXUH��DQG�PLQLPLVH�OHJDO�
FKDOOHQJH�RU�UHYHQXH�ULVN��WKHVH�VFKHPHV�DUH�UHODWHG�WR�GD\�WR�GD\�DFWLYLWLHV�WKDW�ZLOO�HQVXUH�WKH�
&RXQFLO�PHHWV�LWV VWDWXWRU\�UHTXLUHPHQWV�

x D�UHWDLQHG�DVVHW�SURJUDPPH�WR�LPSURYH�RU�HQKDQFH�WKH�OLIH�RI�H[LVWLQJ�DVVHWV��DQG

x DQ�LQYHVWPHQW�SURJUDPPH�LQ�VFKHPHV�OLQNHG�WR�WKH�&RXQFLO¶V�VWUDWHJLF�SULRULWLHV��FRPPHUFLDO�
VFKHPHV�WR�JHQHUDWH�LQFRPH�DQG�LQFUHDVH�WKH�GLYHUVLILFDWLRQ�RI�WKH�&RXQFLO¶V�SURSHUW\�SRUWIROLR��
RU�UHGXFH�WKH�UHYHQXH�FRVWV�RI�UXQQLQJ�DQG�PDLQWDLQLQJ�WKH�DVVHWV�

��� ,QYHVWPHQW�LQ�&RPPHUFLDO�6FKHPHV

7KH� PDLQ�FRPPHUFLDO�DFWLYLWLHV�WKDW� WKH� DXWKRULW\�KDV� XQGHUWDNHQ�DUH WKH� SXUFKDVH�RI� LQYHVWPHQW�
SURSHUWLHV�KHOG�HLWKHU�WR�JHQHUDWH�D�UHQWDO�LQFRPH�RU�IRU�FDSLWDO�DSSUHFLDWLRQ�7KH�&RXQFLO�KDV����SURSHUWLHV�
RI�WKHVH�ILYH DUH�OLYHVWRFN�PDUNHWV��ILYH�RIILFHVZLWK�UHQWDO�SRWHQWLDO DQG�WZR�RWKHU�IDFLOLWLHV��D�UHVWDXUDQW�
DQG�D�FDUDYDQ�SDUN� 7KH�FRXQFLO�H[SHFWV WR�UHFHLYH�����N RI�UHQWDO�LQFRPH�IRU�WKHVH�SURSHUWLHV��ZKLFK�LV�
�����RI�WKH�&RXQFLO¶V�QHW�FRVW�RI�VHUYLFH��

7KH�FRXQFLOV�WUDGLQJ�FRPSDQ\�PD\�EHFRPH�WKH�YHKLFOH�WR�VXSSRUW�JUHDWHU�FRPPHUFLDO�LQYHVWPHQW��EXW�
QR�DFWLYLWLHV�DUH�FXUUHQWO\�WUDGLQJ�WKURXJK�WKLV�FRPSDQ\���

7KH�&RXQFLO�PD\ FRQVLGHU�LQYHVWLQJ�IXUWKHU�LQ�FRPPHUFLDO�SURSHUW\�WR�VHH�HFRQRPLF�DQG�FRPPXQLW\�
LPSURYHPHQW�DQG�RU�UHJHQHUDWLRQ�ZLWKLQ�WKH�FRXQW\�DQG�IRU�LQYHVWPHQW�SXUSRVHV� 7KH�&RXQFLO¶V�
REMHFWLYH�IRU�LQYHVWLQJ�LQ�FRPPHUFLDO�SURSHUW\�DUH VHW�RXW�EHORZ�

x 6XSSRUW�WKH�VWUDWHJLF�FRPPXQLW\�REMHFWLYHV�RI�WKH�FRXQFLO�
x +DYH�D�EDODQFHG�LQYHVWPHQW�DSSURDFK�
x ,PSURYH�FRYHQDQW�VWUHQJWK
x 'ULYH�LQFRPH�JHQHUDWLRQ
x 0DLQWDLQ�\LHOG

��� &DSLWDO ,QYHVWPHQW�DFURVV�6HUYLFHV�

7KH�&RXQFLO�KDV�GHYHORSHG LWV FDSLWDO�VWUDWHJ\�ZKLFK�VHWV�RXW�WKH�ORQJ�WHUP�FRQWH[W�����\HDUV��LQ�ZKLFK�
FDSLWDO�GHFLVLRQV�DUH�PDGH�DQG�GHPRQVWUDWHV�WKDW�WKH�FDSLWDO���LQYHVWPHQWV�GHFLVLRQV�DUH�WDNHQ�LQ�OLQH�ZLWK�
SULRULWLHV DQG JLYHV�FRQVLGHUDWLRQ�WR�ERWK�ULVN�UHZDUG�DQG�LPSDFW��DV�ZHOO�DV�SURSHUO\�WDNLQJ�DFFRXQW�RI�
VWHZDUGVKLS��YDOXH�IRU�PRQH\��SUXGHQFH��VXVWDLQDELOLW\�DQG�DIIRUGDELOLW\���

7KH�&RXQFLO�ZLOO�FRQWLQXH�WR�LQYHVW�LQ�VHUYLFHV WKDW�XQGHUSLQ�WKH�SULRULWLHV�VHW�RXW�DV�SDUW�RI�9LVLRQ�������
WKH�NH\�WKHPHV�KDYH�FOHDU�VHUYLFH�SURMHFWV�

D� 5HVLGHQWV�DQG�WKH�&RPPXQLW\�� :H�ZLOO�VXSSRUW�RXU�UHVLGHQWV�DQG�FRPPXQLWLHV

x +RXVLQJ�� 7KH�&RXQFLO�ZLOO�FRQWLQXH�WR�PDLQWDLQ�WKH�:+46�DFKLHYHG�LQ�������ZLWK�DQ�RQJRLQJ�
FDSLWDO� SURJUDPPH� LQ� SDUW� IXQGHG� WKURXJK� :HOVK� *RYHUQPHQW� )XQGLQJ� DQG� 6XSSRUWHG�
%RUURZLQJ� 7KH�+5$����<HDU�%XVLQHVV� 3ODQ�GHPRQVWUDWHV�DQ�DIIRUGDEOH�FDSLWDO� VWUDWHJ\�
DORQJVLGH�GHOLYHULQJ�WKH�GD\�WR�GD\�VHUYLFH�DQG�KDV�NH\�REMHFWLYHV�OLQNHG�WR�WKH�/RFDO�+RXVLQJ�
6WUDWHJ\�� 2YHU�WKH�OLIHWLPH�RI�WKH�EXVLQHVV� SODQ� WKH�VHUYLFH�ZLOO� ORRN�WR� LQYHVW LQ�����QHZ�
FRXQFLO�GZHOOLQJV��LQ�DGGLWLRQ�WR�WKH�LPSURYHPHQW�DQG�PDQDJHPHQW�RI�LWV�KRXVLQJ�VWRFN�

x /HLVXUH�DQG�5HFUHDWLRQ



��

$�QXPEHU�RI�OLEUDULHV�DUH�DOUHDG\�KRXVHG�LQ�RSHQ�SXEOLF�ORFDWLRQV��DQG�VHOI�VHUYLFH�WHFKQRORJ\�
FRQWLQXHV�WR�EH�IXQGHG�WKURXJK�FDSLWDO DOORZLQJ FXVWRPHUV�WRPDNH�LQFUHDVHG�XVH�RI�WKH�
UHVRXUFHV�DYDLODEOH�HYHQ�ZKHQ�VWDII�DUH�QRW�SUHVHQW�7KLV�SURYLGHV�D�ZLGHU�PRUH�FRVW�HIIHFWLYH�
VHUYLFH�DQG�LV�OLQNHG�WR�LPSURYLQJ�OHDUQLQJ�DQG�VNLOOV�DQG�KHDOWK�DQG�ZHOOEHLQJ���

x +LJKZD\V�DQG�(QYLURQPHQW
7KH�&RXQFLO�KDV�D�VWDWXWRU\�GXW\�WR�PDLQWDLQ�WKH�DGRSWHG�KLJKZD\��PDLQWDLQHG�DW�SXEOLF�H[SHQVH�
LQ�D�VDIH�FRQGLWLRQ�IRU�WKH�SDVVDJH�RI�WKH�XVHU��$�VWUDWHJLF�DSSURDFK�KDV�EHHQ�XVHG�WR�GHYHORS�
WKH�+LJKZD\V�$VVHW�0DQDJHPHQW�3ODQ��+$03��LQ�LGHQWLI\LQJ�DQG�DOORFDWLQJ�UHVRXUFHV�IRU�WKH�
PDQDJHPHQW��RSHUDWLRQ��SUHVHUYDWLRQ�DQG�HQKDQFHPHQW�RI�WKH�KLJKZD\�LQIUDVWUXFWXUH�WR�PHHW�
WKH�QHHGV�RI�FXUUHQW�DQG�IXWXUH�FXVWRPHUV� &XUUHQW�JURVV�UHSODFHPHQW�FRVW�RI�WKHVH�DVVHWV�DUH�
HVWLPDWHG�DW�����EQ�

x :DVWH�6WUDWHJ\
3RZ\V�&RXQW\�&RXQFLO�IDFHV�VWULQJHQW�:HOVK�*RYHUQPHQW��:*��VWDWXWRU\�UHF\FOLQJ WDUJHWV���
7KHVH�DUH�����IRU���������DQG�����IRU��������� ,Q�DGGLWLRQ�WR�WKLV�WKHUH�LV�D�WDUJHW�WR�UHGXFH�
ODQGILOO�WR�����E\���������DQG����E\��������� 7KLV�KDV�UHTXLUHG�D�VWHS�FKDQJH�LQ�WKH�ZD\�DOO�
ORFDO�DXWKRULWLHV�DSSURDFK�ZDVWH�DQG�UHF\FOLQJ� 7KH�FRQWLQXHG�FDSLWDO�LQYHVWPHQW�LQ�WKH�:DVWH�
DQG�5HF\FOLQJ�VHUYLFH�ZLOO�HQVXUH�WKDW�WKH�&RXQFLO�LV�DEOH�WR�PHHW�WKH�WDUJHWV�ZKLOVW�REWDLQLQJ�
PD[LPXP�YDOXH�IURP�WKH�VHUYLFH� $�QHWZRUN�RI�DVVHWV�XQGHU�WKH�&RXQFLO¶V�FRQWURO�DOORZV�
IOH[LELOLW\�WR�DGDSW�WR�DQ\�FKDQJLQJ�UHTXLUHPHQWV�ZLWKLQ�WKH�LQGXVWU\�DQG�*RYHUQPHQW�SROLF\�DQG�
OHJLVODWLRQ���6RPH�RI�WKHVH�VFKHPHV�ZLOO�GHOLYHU�HIILFLHQF\�VDYLQJV�LQ�IXWXUH�\HDUV��ZKLOVW�RWKHUV�
HQVXUH�KHDOWK�DQG�VDIHW\�LVVXHV�DUH�PLQLPLVHG�

ďͿ ,ĞĂůƚŚ�ĂŶĚ��ĂƌĞ�ʹ tĞ�ǁŝůů�ůĞĂĚ�ƚŚĞ�ǁĂǇ�ŝŶ�ĞĨĨĞĐƚŝǀĞ͕�ŝŶƚĞŐƌĂƚĞĚ�ƌƵƌĂů�ŚĞĂůƚŚ�ĂŶĚ�ĐĂƌĞ͘

x 6RFLDO�&DUH

7KH�FDSLWDO�SURJUDPPH�IRFXVHV�RQ�VXSSRUWLQJ WKRVH�ZKR�ZLVK�WR�UHPDLQ�LQ�WKHLU�RZQ�KRPH�
UDWKHU�WKDQ�UHVLGHQWLDO�FDUH�DQG�VXSSRUWV�WKH�LQWHJUDWHG�+HDOWK�DQG�&DUH�6WUDWHJ\�IRU�
3RZ\V� 7KLV�VWUDWHJ\�DFNQRZOHGJHV�WKDW�SHRSOH�LQ�3RZ\V�OLYH�ORQJHU�DQG�KHDOWKLHU�OLYHV�WKDQ�
HOVHZKHUH�LQ�:DOHV�DQG�WKDW�3RZ\V�LV�D�SODFH�DVSLULQJ�WR�KHOS�LPSURYH�WKH�ZHOOEHLQJ�RI�DOO�
SHRSOH��7KHVH�DUH�WKH�NH\�DUHDV�WKDW�EHFRPH�SULRULWLHV�IRU�DFWLRQ��

7KH�VFKHPHV�PDLQO\�IRFXV�RQ�DFFRPPRGDWLRQ�RSWLRQV�DQG�WKH�XVH�RI�DVVLVWLYH�WHFKQRORJ\��
ZKLFK�KDV�D�NH\�UROH�WR�SOD\�LQ�WKH�PRGHUQLVDWLRQ�RI�KHDOWK�DQG�VRFLDO�FDUH��:LWK�HYHU�LQFUHDVLQJ�
WHFKQRORJLFDO�DGYDQFHV��LW�RIIHUV�D�UDQJH�RI�SRVVLELOLWLHV�IRU�JUHDWHU�FKRLFH��QRW�RQO\�RI�KRZ�
SHRSOH�FDQ�DFFHVV�WKH�VXSSRUW�WKH\�QHHG��EXW�DOVR�ZKHUH�DQG�ZKHQ�WKH\�DFFHVV�VXSSRUW��,Q�
GRLQJ�VR��DVVLVWLYH�WHFKQRORJ\�HQDEOHV�SHRSOH�WR�WDNH�JUHDWHU�FRQWURO��DQG�WR�OLYH�LQGHSHQGHQWO\�
IRU�ORQJHU�E\�SUHYHQWLQJ�KRVSLWDO�DGPLVVLRQV�DQG�SUHPDWXUH�PRYHV�WR�UHVLGHQWLDO�FDUH� (QDEOLQJ�
DFFHVV�WR�EHWWHU�DFFRPPRGDWLRQ�RSWLRQV�LV�HVVHQWLDO�LQ�RUGHU�WR�VXSSRUW�LQGHSHQGHQW�OLYLQJ�DQG�
UHGXFH�GHPDQG�IRU�RWKHU�W\SHV�RI�FDUH�

F� /HDUQLQJ�DQG�6NLOOV�±:H�ZLOO�VWUHQJWKHQ� OHDUQLQJ�DQG�VNLOOV

x 6FKRROV
7KH�&RXQFLO�LV�LQYHVWLQJ�����P�RYHU�WKH�QH[W�WHQ�\HDUV�LQ�LWV�VFKRROV��,W DLPV�WR�SURYLGH�OHDUQLQJ�
HQYLURQPHQWV�WKDW�PHHW�WKH�DVSLUDWLRQV�RI�WKH�:*¶V���VW�&HQWXU\�6FKRROV�SURJUDPPH��0DMRU�
FDSLWDO�LQYHVWPHQW�LQ�VFKRRO�EXLOGLQJV�LQ�3RZ\V�ZLOO�FRQWLQXH�WR�EH�WDNHQ�IRUZDUG�WKURXJK�WKH�
:*¶V���VW�&HQWXU\�6FKRROV�SURJUDPPH��DQG�WKH�DXWKRULW\¶V�SURJUDPPH�IRU�%DQG�%�������±
������ZLOO�GHYHORS�VFKRROV�DFFRUGLQJ�WR�DJUHHG�VWUDWHJLF�SROLF\� $ORQJVLGH�WKLV��FDSLWDO�IXQGLQJ�
WKURXJK�RXU�PDMRU�UHSDLUV�SURJUDPPH�ZLOO�EH�IRFXVVHG�RQ�ZKHUH�WKH�QHHG�LV�JUHDWHVW��DV�
LGHQWLILHG�WKURXJK�WKH�6FKRROV�6HUYLFH¶V�$VVHW�0DQDJHPHQW�3ODQ�

7KH�SURJUDPPH�KDV�D�����FDSLWDO�LQWHUYHQWLRQ�UDWH�IRU�PDLQVWUHDP�VFKRROV������IRU�
VSHFLDO�VFKRROV�DQG�LW�DOVR�RIIHUV�D�QHZ�DQG�LQQRYDWLYH�IXQGLQJ�URXWH�ZKHUH�WKH�LQWHUYHQWLRQ�
UDWH�LV�����WKH�0XWXDO�,QYHVWPHQW�0RGHO��7KH�&RXQFLO�ZLOO�GHYHORS�LWV�VWUDWHJLHV� WR�HQVXUH�



��

PD[LPLVDWLRQ�RI�WKH�SRWHQWLDO� LQYHVWPHQW�RSSRUWXQLWLHV� WKDW�PD\�EH�DYDLODEOH�YLD�:*�
IXQGLQJ�

G� 7KH�(FRQRP\ ± :H�ZLOO�GHYHORS�D�YLEUDQW�HFRQRP\

x 7KH�YLVLRQ�LV�WR�HQVXUH�WKDW�WKH�SURSHUW\�DQG�ODQG�DVVHWV�DUH�HIILFLHQW��VXVWDLQDEOH�DQG�LQ�
WKH�ULJKW�ORFDWLRQV�WR�VXSSRUW�WKH�GHOLYHU\�RI�VHUYLFHV�DQG�WKH�DFKLHYHPHQW�RI�NH\�SULRULWLHV��
7KH�6WUDWHJLF�$VVHW�%RDUG�DQG�WKH�6W$03��6WUDWHJLF�$VVHW�0DQDJHPHQW�3ODQ��DUH�WKH�
PHFKDQLVPV�LQ�SODFH�WR�KHOS�GHOLYHU�WKHVH SULRULWLHV� 7KH 07)6�IRUHFDVWV�D�JDS�EHWZHHQ�
IXQGLQJ�OHYHOV�DQG�UHVRXUFH�UHTXLUHPHQWV�RYHU�WKH�PHGLXP�WHUP�DQG�WKHUHIRUH�HQDEOHV�
VSHFLILF�DFWLRQV�WR�EH�LGHQWLILHG�WR�EDODQFH�WKH�EXGJHW�DQG�PDQDJH�UHVRXUFHV��$Q�HVFDODWHG�
GLVSRVDOV�SURJUDPPH�KDV�EHHQ�GHYHORSHG�WR�KHOS�EULGJH�WKLV�JDS��$Q\�DVVHW�LQYHVWPHQW�
SODQ�WKDW�UHVXOWV� LQ�D�FDSLWDO�SURMHFW�ZLOO�KDYH�FRQVHTXHQFHV�IRU�WKH�UHYHQXH�EXGJHW��ERWK�
SRVLWLYH�DQG�QHJDWLYH� 6DYLQJV�PD\�EH�JHQHUDWHG�IURP�UHGXFHG�UXQQLQJ�FRVWV�RU�VFKHPHV�
WKDW�JHQHUDWH�LQFRPH�EXW�UHYHQXH�FRVWV�PD\�EH�LQFXUUHG�WR�VHUYLFH�DQ\�ERUURZLQJ�
DVVRFLDWHG�ZLWK�WKH�VFKHPH�

x 5HJHQHUDWLRQ��3URSHUW\�DQG�'HYHORSPHQW
7KH�&RXQFLO�QHHG�WR�LQWHUYHQH�ZKHUH�WKH�SULYDWH�VHFWRU�LV�QRW�DEOH�WR��IRU�HFRQRPLF�UHDVRQV��WR�
FUHDWH�RU�IDFLOLWDWH�LQYHVWPHQW�LQ�EXVLQHVV�XQLWV�LQ�RUGHU�WR�NHHS�DQG�DWWUDFW�EXVLQHVV�WR�WKH�
&RXQW\��7KH�$EHUPXOH�VFKHPH�LV�RQH�VXFK�VFKHPH�WKDW�VHHV�WKH�$XWKRULW\�FUHDWLQJ�D�EXVLQHVV�
SDUN�RQ�D�IRUPHU�:*�VLWH�ZKLFK�RWKHUZLVH�ZRXOG�QRW�KDYH�EHHQ�GHYHORSHG�LQ�WKH�VKRUW�WR�
PHGLXP�WHUP� 1HZ�DSSURDFKHV�QHHG�WR�EH�GHYHORSHG�LQ�FRPPXQLW\�DQG�VRFLDO�VHFWRUV�WR�WKH�
GHVLJQ�DQG�ZD\V�VHUYLFHV�DUH�GHOLYHUHG��NQRZQ�DV�$OWHUQDWLYH�'HOLYHU\�0RGHOV��$'0V���WR�
VXVWDLQ�LPSRUWDQW�VHUYLFHV�DQG�PHHW�IXWXUH�QHHGV��

&RQWLQXH�WR�PRGHUQLVH�WKH�ZD\�WKH�&RXQFLO�RSHUDWHV�DQG�GHYHORS�DJLOH�ZRUNLQJ�WKURXJKRXW�
WKH�RIILFHV��7HDPV�ZLOO�EH�H[SHFWHG�WR�ZRUN�LQ�QHZ�ZD\V�WKDW�ZLOO�PHDQ�,&7�LQYHVWPHQW�ZLOO�
EH�NH\�WR�GHOLYHULQJ�HIILFLHQW�RIILFH�DFFRPPRGDWLRQ

x &RXQW\�)DUPV
,W�LV�HVVHQWLDO�WKDW�WKH�&RXQFLO�PDQDJHV�LWV�DJULFXOWXUDO�HVWDWH�SUXGHQWO\��HIILFLHQWO\��DQG�
SURIHVVLRQDOO\��(IIHFWLYH�PDQDJHPHQW�RI�&RXQW\�)DUPV�HVWDWH�ZLOO�HQDEOH�XV�WR�FRQWLQXH�WR�
SURYLGH�WKH�RSSRUWXQLWLHV�DOUHDG\�HQMR\HG�E\�FXUUHQW�WHQDQW�IDUPHUV��DQG�PDLQWDLQ�DQ�LQFRPH�
VWUHDP� 7KH�ILQDQFLDO�GHPDQGV�RI�WKH�(VWDWH�QHHG�WR�EH�HYDOXDWHG�DJDLQVW�WKH�FRPSHWLQJ�
GHPDQGV�DFURVV�WKH�FRXQFLO�ZKLOVW�QRWLQJ�WKH�HVWDWH�SURGXFHV�DQ�DQQXDO VXUSOXV�DQG�KDV�PDGH�
D�FRQVLGHUDEOH�FRQWULEXWLRQ�LQ�FDSLWDO�UHFHLSWV�

H� ,QIRUPDWLRQ�7HFKQRORJ\
7KH�VHUYLFH�HQJDJHV�ZLWK�FKDQJH�SURJUDPPHV�VR�WKDW�LQYHVWPHQW�DQG�UHVRXUFH�PHHWV�LGHQWLILHG�
SULRULWLHV�� ,Q�UHVSHFW�RI�LQIUDVWUXFWXUH��,7�ZLOO�VHHN�WR�LQYHVW�LQ�XS�WR�GDWH�FORXG�EDVHG�
WHFKQRORJLHV�LQFOXGLQJ µ$]XUH¶�FORXG�WHFKQRORJLHV��LPSURYHG�WHOHSKRQ\�DQG�PRELOH�V\VWHPV��
:(%�DQG�VKDUH�SRLQW�DQG�LPSURYHG�ZLUHOHVV��,Q�WHUPV�RI�DSSOLFDWLRQV�,7�LV�ORRNLQJ�WR�UDWLRQDOLVH�
WKH�QXPEHU�RI�V\VWHPV�WKURXJK�LQYHVWPHQW LQ�UHSODFHPHQW�RI�OHJDF\�FRUSRUDWH�V\VWHPV�DQG�
LPSURYHG�LQWHJUDWLRQ�EHWZHHQ�V\VWHPV�QRWDEO\�WKH�:(%�DQG�,QWUDQHW�

���5LVN�0DQDJHPHQW
$OO�ODUJH�FDSLWDO�SURMHFWV�DUH�PDQDJHG�XQGHU�WKH�&RXQFLO¶V�3URMHFW�0DQDJHPHQW�0HWKRGRORJ\��ZKLFK�
LQFRUSRUDWHV�ULVN�LGHQWLILFDWLRQ�DQG�ULVN�PDQDJHPHQW��7KH�&RXQFLO�DOVR�KDV�D�5LVN�0DQDJHPHQW�3ROLF\�
ZKLFK�LV�DSSOLHG�WR�DOO�LWV�SURMHFWV�DQG�DFWLYLWLHV�

)RU�DOO�FDSLWDO�SURMHFWV��SURMHFW�PDQDJHUV�XSGDWH�ILQDQFLDO�IRUHFDVWV�RQ�D�PRQWKO\�EDVLV�LGHQWLI\LQJ�DQ\�
DUHDV�VXEMHFW�WR�ULVN�RI�RYHUVSHQG��XQGHUVSHQG�RU�VOLSSDJH��7KH�PRQWKO\�UHSRUW�LV�UHYLHZHG�E\�WKH�RIILFHU�
5HVRXUFHV�:RUNLQJ�*URXS��ZKHUH�DQ\�LVVXHV�DUH�GLVFXVVHG�DQG��LI�QHFHVVDU\��UHIHUUHG�IRU�DFWLRQ�



��

7KHUH�LV�DOVR�D�GHJUHH�RI�IXQGLQJ�ULVN�LQ�WKH�&DSLWDO�3URJUDPPH��UHOLDQW�DV�LW�LV�RQ�IXWXUH�FDSLWDO�UHFHLSWV��
DQG�WKH�DELOLW\�WR�EH�DEOH�WR�DIIRUG�ERUURZLQJ�LI�QHFHVVDU\��7KHVH�ULVNV�QHHG�WR�EH�PDQDJHG�DQG�PRQLWRUHG�
RQ�D�UHJXODU�EDVLV��DQG�DFWLRQ�WDNHQ�ZKHUH�QHFHVVDU\�

5LVN�DSSHWLWH�LQ�WKLV�FRQWH[W�LV�WKH�OHYHO�RI�ULVN�WKDW�WKH�&RXQFLO�LV�SUHSDUHG�WR�DFFHSW�WR�EH�H[SRVHG�WR�DW�
DQ\�SRLQW�LQ�WLPH�LQ�UHODWLRQ�WR�LWV�DFWLYLWLHV��,W�LQYROYHV�NQRZLQJ�ZKDW�ULVNV�WKH�&RXQFLO�ZLVKHV�WR�DYRLG��ZKDW�
ULVNV�LW�LV�ZLOOLQJ�WR�DFFHSW�DQG�ZKDW�ULVNV�LW�LV�ZLOOLQJ�DQG�DEOH�WR�PDQDJH��LQFOXGLQJ�E\�WUDQVIHUULQJ�WKHP�WR�
D�WKLUG�SDUW\��H�J��WKURXJK�LQVXUDQFH��

7KH�ULVNV�DUH�UHJXODUO\�PRQLWRUHG�DQG�PDQDJHG�ERWK�ILQDQFLDOO\�DQG�RSHUDWLRQDOO\�LQ�DFFRUGDQFH�ZLWK�
FRXQFLO�SURFHVVHV��7KH�ILQDQFLDO�SHUIRUPDQFH�LV�UHSRUWHG�RQ�D�PRQWKO\�EDVLV�WR�WKH�5HVRXUFHV�:RUNLQJ�
*URXS�DQG�RQ�D�TXDUWHUO\�EDVLV�WR�3RUWIROLR�+ROGHUV�DV�SDUW�RI�WKH�UHYHQXH�EXGJHW�PRQLWRULQJ�

7KH�&RXQFLO�LV�ZLOOLQJ�WR�DFFHSW�WKH�ULVNV�VHW�RXW�LQ�WKLV�6WUDWHJ\�IRU�SURMHFWV�WKDW�KDYH�&RXQFLO�DSSURYDO�
SURYLGHG�WKDW�WKH�SURMHFW�PDQDJHPHQW�HQVXUHV�WKH�DSSURSULDWH�PLWLJDWLRQV�DUH�SXW�LQ�SODFH�WR�EULQJ�WKH�
SURMHFW�ZLWKLQ�DFFHSWDEOH�ULVNV�PDUJLQV�

7KH�NH\�ILQDQFLDO�ULVNV�LQKHUHQW� LQ�WKH�&RXQFLO¶V�&DSLWDO�3URJUDPPH�LQFOXGH�

'HVFULSWLRQ�RI�5LVN 3RWHQWLDO�,PSDFW
7KH�ORQJHU�D�SURMHFW�WDNHV�WR�FRPH�WR�IUXLWLRQ��WKH�JUHDWHU�WKH�ULVN�WKDW�WKH�
ILQDQFLDO�FRVW�RI�WKH�SURMHFW�ZLOO�KDYH�LQFUHDVHG��ERWK�GXH�WR�WKH�DGGLWLRQDO�
VWDII�WLPH�VSHQW�RQ�WKH�SURMHFW�DQG�WKH�LQIODWLRQDU\�LPSDFW�RQ�WKH�FRVWV�
LQYROYHG�LQ�EULQJLQJ� WKH�DVVHW�LQWR�RSHUDWLRQ�

0D\�UHVXOW�LQ�ILQDQFLDO�
SUHVVXUHV�RQ�WKH�RWKHU�
SURMHFWV��SURJUDPPHV�DQG�
VHUYLFH�GHOLYHU\�

7KHUH�LV�D�GHJUHH�RI�FRUUHODWLRQ�EHWZHHQ�WKH�OHQJWK�RI�WLPH�D�SURMHFW�
VSHQGV�LQ�WKH�IHDVLELOLW\�DQG�GHYHORSPHQW�VWDJH�DQG�DQ�LQFUHDVHG�ULVN�RI�
SURMHFW�IDLOXUH�RU�DEDQGRQPHQW��6KRXOG�D�SURMHFW�IDLO�IRU�DQ\�UHDVRQ��WKH�
UHJXODWLRQV� UHTXLUH�DOO�FDSLWDO�FRVWV�WR�EH�UHWXUQHG�WR�UHYHQXH��ZKLFK�PD\�
FUHDWH�VLJQLILFDQW�SUHVVXUHV��GHSHQGLQJ�RQ�WKH�OHYHO�RI�VSHQG�DW�WKDW�
SRLQW�

0D\�UHVXOW�LQ�DGGLWLRQDO�
UHYHQXH�SUHVVXUHV�RQ�
GHOLYHU\�VHUYLFHV�

3URMHFW�H[SHQGLWXUH�LV�KLJKHU�WKDQ�IRUHFDVW�HVWLPDWHV 0D\�UHVXOW�LQ�LQFUHDVHG�
ILQDQFLDO�SUHVVXUHV��
OLPLWDWLRQV�RQ�IXWXUH�
LQYHVWPHQW�RSWLRQV�

2QFH�D�SURMHFW�KDV�EHHQ�GHOLYHUHG�VXFFHVVIXOO\�WKH�FDVK�H[SHQGHG�LV�
WKHQ�ERXQG�LQ�WKH�DVVHW�� ,Q�WKH�FDVH�RI�WKH�DVVHWV� WKDW�DUH�IRU�VHUYLFH�
GHOLYHU\�DQG�GR�QRW�JHQHUDWH�D�UHQWDO�LQFRPH�VWUHDP��WKH�PRQH\�LQYHVWHG�
LQ�WKH�DVVHW�LV�RQO\�UHFRYHUHG�LI�DQG�ZKHQ�WKH�DVVHW�LV�VROG�DW�D�IXWXUH�
GDWH��7KLV�FDUULHV�LQKHUHQW�ILQDQFLDO�ULVNV�LQ�WKDW�WKH�DVVHW�PD\�KDYH�
GHFUHDVHG�LQ�YDOXH��GHSHQGLQJ�RQ�PDUNHW�FRQGLWLRQV��RU�PD\�QRW�KDYH�
LQFUHDVHG�LQ�YDOXH�VXIILFLHQWO\�WR�PLWLJDWH�WKH�HIIHFWV�RI�LQIODWLRQ�

0D\�UHVXOW�LQ�LQFUHDVHG�
ILQDQFLDO�SUHVVXUHV��
OLPLWDWLRQV�RQ�IXWXUH�
LQYHVWPHQW�RSWLRQV�
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$33(1',;�$ � &$3,7$/�352*5$00(���������WR��������

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

(GXFDWLRQ
0DMRU�,PSURYHPHQWV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
&ULFNKRZHOO�+LJK�6FKRRO�([WHQVLRQ ��� ��� � � � � � � � � � ���
&ULFNKRZHOO�+LJK�6FKRRO�6SRUWV�
&HQWUH �� �� � � � � � � � � � ���
&KLOG�&DUH ��� ����� � � � � � � � � � �����

����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
%DQG�$
%UHFRQ�+LJK�6FKRRO ����� � � � � � � � � � � �����
*ZHUQ\IHG�&DWFKPHQW�3ULPDU\�
6FKRROV ��� � � � � � � � � � � ���
&DUQR��*ODQWZ\P\Q�)HGHUDWLRQ ����� � � � � � � � � � � �����
:HOVKSRRO�&LQ:�6FKRRO ��� ����� � � � � � � � � � �����
*ZHUQ\IHG�+LJK�6FKRRO ��� ����� ����� � � � � � � � � �����
<VJRO�&DORQ�&\PUX ��� ����� ����� � � � � � � � � �����

����� ������ ����� � � � � � � � � ������
%DQG�%
<VJRO�%UR�+\GGJHQ ��� ������ ����� � � � � � � � � ������
<VJRO�%U\QOO\ZDUFK ��� ��� ����� ����� ��� � � � � � � �����
1HZWRZQ�'HYHORSPHQW

x �ĞĚĞǁĂŝŶ ��� ����� ����� � � � � � � � � ������
x EĞǁ�tD�,ŝŐŚ�^ĐŚŽŽů � � ����� ������ ����� � � � � � � ������
x �D�WƌŝŵĂƌǇ�^ĐŚŽŽů�;EŽƌƚŚ�

WŽǁǇƐ�tĞůůďĞŝŶŐͿ ��� ����� ����� � � � � � � � � �����
:HOVKSRRO�+6�5HIXUELVKPHQW ����� � � � � � � � � � � �����
<VJRO�*\PUDHJ�\�7UDOOZQJ ��� � ����� ����� � � � � � � � �����



��

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO

���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����
5HIXUELVKPHQW�� 6FKRRO�$ � � ����� ����� ����� � � � � � � �����
5HIXUELVKPHQW�� 6FKRRO�% � � � � ��� ����� � � � � � �����
5HIXUELVKPHQW�� 6FKRRO�& � � � � � ��� ����� � � � � �����

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

+LJKZD\V��7UDQVSRUW�DQG�5HF\FOLQJ
+LJKZD\V�&RUH�$OORFDWLRQ � ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
6WUXFWXUDO�0DLQWHQDQFH ����� ����� ����� ����� ����� � � � � � � �����
+$03 � ��� � � � � � � � � � ���
3XEOLF�+LJKZD\�5HIXUELVKPHQW�
*UDQW��6XUIDFH�'UHVVLQJ� ����� ����� � � � � � � � � � �����
7DOOHUGGLJ�:RUNV�IRU�1HWZRUN�5DLO �� � � � � � � � � � � ��
(OHFWULF�&KDUJH�3RLQWV��,QWHJUDWHG�
7UDQVSRUW� ��� �� � � � � � � � � � ���
2WKHU�,QWHJUDWHG�7UDQVSRUW ��� � � � � � � � � � � ���
6WUHHW�/LJKWLQJ ��� ��� ��� ��� ��� � � � � � � �����
0DMRU�5HPHGLDO�(DUWKZRUNV ��� � � � � � � � � � � ���
6WUXFWXUDO�'UDLQDJH ��� � � � � � � � � � � ���
+LJKZD\V�6WUHQJWKHQLQJ�
�5HVXUIDFLQJ� ����� � � � � � � � � � � �����
6WUXFWXUDO�5HSDLUV�� )RRWZD\V ��� � � � � � � � � � � ���
%ULGJH�5HQHZDO�6WUHQJWKHQLQJ ����� ��� ��� ��� ��� � � � � � � �����
6XUIDFH�'UHVVLQJ ��� � � � � � � � � � � ���
5HVLGHQWLDO�(VWDWHV ��� � � � � � � � � � � ���
5RDG�6DIHW\�DQG�6PDOO�6FKHPHV �� � � � � � � � � � � ��
)ORRG�$OOHYLDWLRQ ��� � � � � � � � � � � ���
'HSRW�6WRUDJH�%D\V �� � � � � � � � � � � ��
6WUDWHJLF�6DOW�5HVHUYH ��� � ��� � � � � � � � � �����



��

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

5HF\FOLQJ�%XONLQJ�)DFLOLW\�� 1RUWK�
3RZ\V ����� ����� ��� � � � � � � � � �����
+:5&�1HZWRZQ ��� � � � � � � � � � � ���
+:5&�%UHFRQ �� ��� � � � � � � � � � ���
5HORFDWLRQ�WR�&ZUW�\�3O\IILQ �� ����� �� � � � � � � � � �����
/ODQGULQGRG�+:5&�+	6�ZRUNV �� � � � � � � � � � � ��
$+3�&RQWDLQHUV � ��� � � � � � � � � � ���
/RFDO�7UDQVSRUW�)XQG ����� � � � � � � � � � � �����
$FWLYH�7UDYHO ��� ��� � � � � � � � � � �����
9HKLFOH�7HOHPDWLFV�7HFKQRORJ\ ��� � � � � � � � � � � ���
7UDZV&\PUX�9HKLFOHV ��� � � � � � � � � � � ���
9HKLFOH�5HSODFHPHQW ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������

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

3URSHUW\��3ODQQLQJ�DQG�3XEOLF�3URWHFWLRQ
&RXQW\�)DUPV�(VWDWH ��� ��� ��� ��� ��� � � � � � � �����
&RXQW\�+DOO�([WHUQDO�)DEULF ��� � � � � � � � � � � ���
&RXQW\�+DOO�'62�VLWH ��� � � � � � � � � � � ���
:RUNVKRSV ��� � � � � � � � � � � ���
1RUWK�$UHD�5HYLHZ ��� � � � � � � � � � � ���
&RXQW\�+DOO�6ZLSH�$FFHVV ��� � � � � � � � � � � ���
/DG\ZHOO�+RXVH ����� � � � � � � � � � � �����
3DUN�2IILFH�5RRI ��� � � � � � � � � � � ���
2IILFH�$FFRPPRGDWLRQ ��� � � � � � � � � � � ���
$EHUPXOH�%XVLQHVV�3DUN�8QLWV ����� ��� ��� � � � � � � � � �����
&HPHWHULHV ��� � � � � � � � � � � ���
3ODQQLQJ�6RIWZDUH �� � � � � � � � � � � ��

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



��

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

/HLVXUH�DQG�5HFUHDWLRQ
6HOI�6HUYLFH�7HUPLQDOV�LQ�/LEUDULHV �� �� � � � � � � � � � ���
/LEUDU\�:RUNV �� � � � � � � � � � � ��
5HIXUELVKPHQW�RI�6SRUWV�&HQWUHV ��� ��� ��� ��� ��� � � � � � � �����
)RRWEULGJHV� � 5HSODFHPHQW�
3URJUDPPH �� �� �� �� �� �� �� �� �� �� �� ���
2WKHU�5LJKWV�RI�:D\�%ULGJHV �� �� � � � � � � � � � ��
%\ZD\�1HWZRUN �� ��� � � � � � � � � � ���
)URQ�%ULGJH � ��� � � � � � � � � � ���
/ODQJDGIDQ�%ULGJH � �� � � � � � � � � � ��
0RQNV�7URG�%\ZD\ � ��� � � � � � � � � � ���
<�*DHU ��� � � � � � � � � � � ���
&DSWDLQV�:DON�*DUGHQV ��� � � � � � � � � � � ���
2WKHU�0XVHXP�SURMHFWV ��� � � � � � � � � � � ���

����� ����� ��� ��� ��� �� �� �� �� �� �� �����
+RXVLQJ�DQG�&RPPLVVLRQLQJ
'LVDEOHG�)DFLOLWLHV�*UDQW ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
6DIH��:DUP�DQG�6HFXUH ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� �����

*\SV\�	�7UDYHOOHU�6LWH�� :HOVKSRRO � � � � � � � � � � � �
*\SV\�	�7UDYHOOHU�6LWH��
0DFK\QOOHWK �� ��� � � � � � � � � � ���
$EULWDV�,7�6\VWHP �� � � � � � � � � � � ��
&2�L�$VVLVWDQFH �� �� �� �� �� �� �� �� �� �� �� ���
/RDQV�WR�56/ � ������ ����� � � � � � � � � ������
/DQGORUG�/RDQV ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� �����
([WUD�&DUH ��� � ����� � � � � � � � � �����

����� ������ ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
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������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

(FRQRPLF�'HYHORSPHQW

&RPPXQLW\ +DOOV �� � � � � � � � � � � ��

7DUJHWHG�5HJHQHUDWLRQ�,QYHVWPHQW�
3URJUDPPH��75,�3URJUDPPH� � ��� � � � � � � � � � ���

7RZQ�&HQWUH�3URSHUW\�,QYHVWPHQW�
�75,�3URJUDPPH� ��� ����� � � � � � � � � � �����

5LYHUVLGH�(QWHUSULVH�3DUN��75,�
3URJUDPPH� ��� ��� � � � � � � � � � ���

$XWRSDODFH�5�DQG�'�&HQWUH��75,3� �� � � � � � � � � � � ��

&RPPXQLW\�5HJHQHUDWLRQ�)XQG �� � � � � � � � � � � ��
(FRQRPLF 6WLPXOXV� � ��� � � � � � � � � � ���
)RRG�3RYHUW\ �� � � � � � � � � � � ��
6HFWLRQ�����3URMHFW �� � � � � � � � � � � ��
0LG�:DOHV�*URZWK�'HDO � � � � � � � � � � � �

��� ����� � � � � � � � � � �����
,QIRUPDWLRQ�6HUYLFHV
5HIUHVK�3URJUDPPH ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� �����
&ORXG�6HUYLFHV �� ��� ��� � � � � � � � � ���
,&7�(QWHUSULVH�0RQLWRULQJ� ��� � � � � � � � � � � ���
,&7�,QIUDVWUXFWXUH�DQG�&\EHU�
6HFXULW\ ��� ��� � � � � � � � � � ���
6KDUHSRLQW �� �� � � � � � � � � � ���
,&7�6\VWHP�5DWLRQDOLVDWLRQ ��� ��� � � � � � � � � � ���
+ZE�,Q�6FKRRO�,QIUDVWUXFWXUH�*UDQW ��� � � � � � � � � � � ���
)LQDQFH�6\VWHP �� � � � � � � � � � � ��

����� ����� ��� ��� ��� ��� ��� ��� ��� ��� ��� �����
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������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO
���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

&KLOGUHQ�6HUYLFHV
)O\LQJ�6WDUW�� 2SHQ�'RRU��
:HOVKSRRO � ��� � � � � � � � � � ���
)O\LQJ�6WDUW�� %UHFRQ ��� � � � � � � � � � � ���
*ROZ\J�\�%DQQDX�5HIXUELVKPHQW �� � � � � � � � � � � ��

��� ��� � � � � � � � � � �����
$GXOW�6HUYLFHV
3&&�&DUH�+RPHV��6KDZ�
+HDOWKFDUH���

�� ��� ��� ��� ��� � � � � � �
���

&RPPXQLW\�(TXLSPHQW�H�J��SURILOH�
EHGV

��� ��� ��� � � � � � � � �
���

7HOHFDUH ��� � � � � � � � � � � ���
,QQRYDWLYH�XVH�RI�URERWLFV�H�J��
3HSSHU

� ��� ��� � � � � � � � �
���

&DVWHOO�\�'DLO� ��� � � � � � � � � � � ���
7KH�5K\G �� � � � � � � � � � � ��
60$)�2OG�%DQN�:HOVKSRRO ��� � � � � � � � � � � ���
$UODLV�/DQW�$YHQXH�2'& ��� � � � � � � � � � � ���
0RELOH�:RUNLQJ�DQG�
7UDQVIRUPDWLRQ ��� � � � � � � � � � � ���
3RZ\V�$6&�6PDUW�7HFKQRORJ\ �� � � � � � � � � � � ��
'RP�&DUH�6\VWHP �� � � � � � � � � � � ��

����� ��� ��� ��� ��� � � � � � � �����
/HJDO�6HUYLFHV
&RQJUHVV�6\VWHP �� � � � � � � � � � � ��

/RFDO��VPDOO��&DSLWDO�6FKHPHV � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� �����
&DSLWDOLVDWLRQ�'LUHFWLRQ ����� ����� ����� � � � � � � � � �����
8QDOORFDWHG�5HVRXUFHV ��� � � � ��� ����� ����� ����� ����� ����� ����� ������
7RWDO ������ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������ �������



��

������� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� 7RWDO
)LQDQFHG�%\� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����
3UXGHQWLDO�%RUURZLQJ ������ ������ ������ ����� ����� ����� ����� � � � � ������
*HQHUDO�&DSLWDO�*UDQW ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
*UDQWV ������ ������ ������ ������ ����� ����� ����� � � � � �������
&DSLWDO�5HFHLSWV ����� ����� ����� ��� ��� ��� ��� ��� ��� ��� ��� ������
5HYHQXH�5HVHUYHV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
7RWDO ������ ������ ������ ������ ������ ������ ������ ������ ������ ������ ������ �������

+RXVLQJ�5HYHQXH�$FFRXQW
:+46 ������ ������ ����� ������ ����� ����� ����� ����� ����� ������ ������ ������
1HZ�%XLOGV�3XUFKDVHV ����� ������ ������ ������ ��� ��� ��� ��� ��� ��� ��� ������
)LW�)RU�/LIH ����� ����� ����� ����� ����� ����� ��� ��� � � � ������
$GDSWLRQV ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� �����
(QHUJ\�(IILFLHQF\ � ��� ��� ��� ��� ��� ��� ��� ��� ��� � �����
(VWDWH�,PSURYHPHQWV ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� � �����
&RPSOLDQFH�2QH�+XQGUHG � ��� ��� ��� ��� ��� ��� ��� ��� ��� � �����
:DWHU�6XSSO\�DQG�6HZDJH�:RUNV�
5HQHZDO � �� �� �� ��� ��� ��� ��� ��� ��� � ���
'DPS�3UHYHQWLRQ�6WUDWHJ\ ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� � �����
<VWUDGJ\QODLV 5HJHQHUDWLRQ � ��� ��� ��� ��� � � � � � � �����
5DSLG�5HVSRQVH )XQG � ��� ��� ��� ��� ��� ��� ��� ��� ��� � ���
&RPPXQLW\�$ODUPV � ��� � � � � � � � � � ���
0RELOH�6ROXWLRQ �� � � � � � � � � � � ��
9HKLFOHV �� � � � � � � � � � � ��
7RWDO ������ ������ ������ ������ ������ ����� ����� ����� ����� ������ ������ �������

)LQDQFHG�%\�
3UXGHQWLDO�%RUURZLQJ ������ ������ ������ ����� ����� ����� ��� ����� ����� ����� ����� ������
*UDQW ����� ������ ������ ������ ����� ����� ����� ����� ����� ����� ����� ������
&DSLWDO�5HFHLSWV � � � ��� � � � � � � � ���
5HYHQXH�5HVHUYHV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ������
7RWDO ������ ������ ������ ������ ������ ����� ����� ����� ����� ������ ������ �������



��
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$SSHQGL[�% &DSLWDO�5HFHLSW 3ROLF\

,QWURGXFWLRQ
7KLV�SROLF\�LV�LQWURGXFHG�WR�SURYLGH�JXLGDQFH�WR�6HQLRU�0DQDJHUV�RQ�WKH�UXOHV�JRYHUQLQJ�WKH�
DSSOLFDWLRQ�RI�&DSLWDO�5HFHLSWV�LQ�3RZ\V�&RXQW\�&RXQFLO��7KLV�JXLGDQFH�KDV�EHHQ�GUDIWHG�LQ�OLQH�
ZLWK�WKH�WZR�FRGHV�RI�SUDFWLFH�LVVXHG�E\�WKH�&KDUWHUHG�,QVWLWXWH�RI�3XEOLF�)LQDQFH�DQG�$FFRXQWDQF\�
�&,3)$���7KHVH�SXEOLFDWLRQV�DUH�

x 7KH�3UXGHQWLDO�&RGH�IRU�&DSLWDO�)LQDQFH�LQ�/RFDO�$XWKRULWLHV
x 7KH�&RGH�RI�3UDFWLFH�RQ�/RFDO�$XWKRULW\�$FFRXQWLQJ

7KH�WZR�SXEOLFDWLRQV� UHIHUUHG�WR�DERYH�FRQWDLQ�JXLGDQFH�RQ�FDSLWDO�UHFHLSWV�DQG�ORFDO�DXWKRULW\�
DFFRXQWLQJ�WKDW�FRPSOHPHQWV�JXLGDQFH�LVVXHG�E\�WKH�:HOVK�*RYHUQPHQW�

,Q�(QJODQG�DQG�:DOHV��FDSLWDO�UHFHLSWV�DUH�GHILQHG�E\�6HFWLRQ������RI�WKH�/RFDO�*RYHUQPHQW�$FW�
�����WR�LQFOXGH�DOO�LQVWDQFHV�ZKHUH�SURSHUW\��SODQW�RU�HTXLSPHQW�LV�GLVSRVHG�RI�IRU�FDVK��VXEMHFW�WR�
D���������GH�PLQLPLV���$OO�UHIHUHQFHV�WR�&DSLWDO�5HFHLSWV�LQ�WKLV�SROLF\�WKHUHIRUH�UHIHUV�WR�WKLV�
GHILQLWLRQ�

$SSOLFDWLRQ�

x 7KLV�JXLGDQFH�VKRXOG�EH�UHDG�DORQJVLGH�WKH�UHOHYDQW�GLUHFWLRQ�LVVXHG�E\�:HOVK�0LQLVWHUV�
x 7KLV�JXLGDQFH�DSSOLHV�ZLWK�HIIHFW�IURP���$SULO������DQG�IRU�HDFK�VXEVHTXHQW� ILQDQFLDO�\HDU�

WR�ZKLFK�WKH�XVH�RI�FDSLWDO�UHFHLSWV�DSSOLHV�
x 7KH�GLUHFWLRQ�PDNHV�LW�FOHDU�WKDW�ORFDO�DXWKRULWLHV�FDQQRW�ERUURZ�WR�ILQDQFH�WKH�UHYHQXH�

FRVWV�RI�VHUYLFH�UHIRUP��/RFDO�DXWKRULWLHV�FDQ�RQO\�XVH�FDSLWDO�UHFHLSWV�IURP�WKH�GLVSRVDO�RI�
SURSHUW\�SODQW�DQG�HTXLSPHQW�DVVHWV�UHFHLYHG�LQ�WKH�\HDUV�LQ�ZKLFK�WKLV�IOH[LELOLW\ LV�RIIHUHG��
2IILFHUV�PXVW�WKHUHIRUH�QRW�XVH�VWRFN�RI�FDSLWDO�UHFHLSWV�WR�ILQDQFH�WKH�UHYHQXH�FRVWV�RI�
TXDOLI\LQJ�SURMHFWV�

&RVWV�RI�'LVSRVDO
7KH�VWDWXWRU\�DUUDQJHPHQWV�IRU�FDSLWDO�UHFHLSWV�LQ�(QJODQG�DQG�:DOHV�SHUPLW�FRVWV�RI
GLVSRVDOV� WR�EH�ILQDQFHG�IURP�WKH�UHFHLSWV�JHQHUDWHG��DOWKRXJK�WKHUH�LV�D�FDS�RI����RI�WKH�&DSLWDO�
5HFHLSW�IRU�FRVWV�LQFXUUHG�LQ�UHODWLRQ�WR�QRQ�KRXVLQJ�GLVSRVDOV�

4XDOLI\LQJ�([SHQGLWXUH
7KH�DFFRXQWLQJ�SURFHVV�IRU�GLVSRVDOV� LV�FRPSOLFDWHG�E\�WKH�IDFW�WKDW�SURFHHGV�IURP�WKH�VDOH�RI�
SURSHUW\��SODQW�DQG�HTXLSPHQW�DUH�JHQHUDOO\�VXEMHFW�WR�VWDWXWRU\�UHVWULFWLRQV�RYHU�WKHLU�XVH��,QFRPH�
WKDW�PHHWV�WKH�GHILQLWLRQ�RI�FDSLWDO�UHFHLSWV�LV�UHVHUYHG�IRU�QHZ�FDSLWDO�LQYHVWPHQW�RU�IRU�WKH�
UHGXFWLRQ�RI�DQ�DXWKRULW\¶V�LQGHEWHGQHVV�� 7KLV�GHILQLWLRQ�KDV�KRZHYHU�EHHQ�H[WHQGHG�E\�D�
&DSLWDOLVDWLRQ�GLUHFWLYH��$SULO�������RQ�WKH�)OH[LEOH�8VH�RI�&DSLWDO�5HFHLSW�E\�WKH�:HOVK�&DELQHW�
6HFUHWDU\�IRU�/RFDO�*RYHUQPHQW�DQG�3XEOLF�6HUYLFHV��LQ�WKH�H[HUFLVH�RI�KLV�SRZHUV�XQGHU�VHFWLRQ�
������E��DQG����RI�WKH�/RFDO�*RYHUQPHQW�$FW��������WKDW�WKH�ORFDO�DXWKRULWLHV� LQ�:DOHV�WUHDW�DV�
FDSLWDO�H[SHQGLWXUH��DQ\�H[SHQGLWXUH�ZKLFK�

�D�� ,V�LQFXUUHG�E\�WKH�$XWKRULWLHV�WKDW�LV�GHVLJQHG� WR�JHQHUDWH�RQJRLQJ� UHYHQXH�VDYLQJV�
LQ�WKH�GHOLYHU\�RI�VHUYLFHV�DQG�RU�WUDQVIRUP�VHUYLFH�GHOLYHU\�LQ�D�ZD\�WKDW�UHGXFHV�
FRVW�RU�GHPDQG�IRU�VHUYLFHV�LQ�IXWXUH�\HDUV�IRU�DQ\�RI�WKH�SXEOLF�VHFWRU�GHOLYHU\�
SDUWQHUV��DQG

�E�� ,V�SURSHUO\�LQFXUUHG�E\�WKH�DXWKRULWLHV� IRU�WKH�ILQDQFLDO�\HDUV�WKDW�EHJLQ�LQ���$SULO�
��������$SULO���������$SULO���������$SULO���������$SULO������DQG���$SULO������¶¶

:KLOH�WKLV�GLUHFWLYH�H[WHQGV�WKH�VFRSH�RI�H[SHQGLWXUH�WKDW�TXDOLI\�IRU�WKH�XVH�RI�&DSLWDO�5HFHLSWV��LW�
DOVR�UHVWULFWV�WKH�SHULRG�GXULQJ�ZKLFK�WKH�IOH[LELOLW\�FDQ�EH�DSSOLHG��7KHUHIRUH�DQ\�GHFLVLRQ�WR�DSSO\�
&DSLWDO�5HFHLSW��PXVW�PHHW�WKH�FRQGLWLRQV�RI�ERWK�WKH�TXDOLI\LQJ�SHULRG�DQG�WKH�TXDOLI\LQJ�
H[SHQGLWXUH�



��

7KH�TXDOLI\LQJ�SHULRG�GXULQJ�ZKLFK�IOH[LELOLW\�FDQ�EH�DSSOLHG� LV�WKH�ILQDQFLDO�\HDUV�WKDW�EHJLQ�IURP���
$SULO������DQG�HQG�RQ����0DUFK�������7KLV�PHDQV�WKDW�DQ\ &DSLWDO�([SHQGLWXUH�UHFHLYHG�SULRU�WR��
$SULO������RU�UHFHLYHG�DIWHU����0DUFK������FDQQRW�EH�DSSOLHG�XQGHU�WKH�H[HPSWLRQV�RI�WKH�
&DSLWDOLVDWLRQ�'LUHFWLYH��&DSLWDO�5HFHLSWV�UHFHLYHG�GXULQJ�WKH�GLUHFWLYH�SHULRG�FDQ�DOVR�QRW�EH�
DSSOLHG�ZLWK�WKH�VDPH�IOH[LELOLW\�RQFH�WKH�GLUHFWLYH�WHUP�KDV�H[SLUHG�

4XDOLI\LQJ�H[SHQGLWXUH�LV�H[SHQGLWXUH�RQ�DQ\�SURMHFW�WKDW�LV�GHVLJQHG� WR�JHQHUDWH�RQJRLQJ�UHYHQXH�
VDYLQJV�LQ�WKH�GHOLYHU\�RI�SXEOLF�VHUYLFHV�DQG�RU�WUDQVIRUP�VHUYLFH�GHOLYHU\�LQ�D�ZD\�WKDW�UHGXFHV�
FRVWV�RU�GHPDQG�IRU�VHUYLFHV�LQ�IXWXUH�\HDUV�IRU�WKH�$XWKRULW\�RU�DQ\�RI�WKH�GHOLYHU\�SDUWQHUV��7KLV�
LQFOXGHV�LQYHVWPHQW�ZKLFK�VXSSRUWV�HFRQRPLF�JURZWK�SURMHFWV�ZKLFK�DUH�DOVR�GHVLJQHG� WR�UHGXFH�
UHYHQXH�FRVWV�RU�SUHVVXUHV�RYHU�WKH�ORQJHU�WHUP��:LWKLQ�WKLV�GHILQLWLRQ��LW�LV�IRU�LQGLYLGXDO� ORFDO�
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7KH�VHW�XS�DQG�LPSOHPHQWDWLRQ�FRVWV�RI�DQ\�QHZ�SURFHVVHV�RU�DUUDQJHPHQWV�FDQ�EH�FODVVLILHG�DV�
TXDOLI\LQJ�H[SHQGLWXUH��7KH�RQJRLQJ� UHYHQXH�FRVWV�RI�WKH�QHZ�SURFHVVHV�RU�DUUDQJHPHQWV�FDQQRW�
EH�FODVVLILHG�DV�TXDOLI\LQJ�H[SHQGLWXUH��

([DPSOHV�RI�TXDOLI\LQJ�H[SHQGLWXUH�

7KHUH�DUH�D�ZLGH�UDQJH�RI�SURMHFWV�WKDW�FRXOG�JHQHUDWH�TXDOLI\LQJ�H[SHQGLWXUH�DQG�WKH�OLVW�EHORZ�LV�
QHLWKHU�SUHVFULSWLYH�QRU�H[KDXVWLYH��([DPSOHV�RI�SURMHFWV�LQFOXGH��

x 3UHSDUDWRU\�ZRUN�QHFHVVDU\�WR�VXSSRUW�ORFDO�DXWKRULW\�PHUJHUV�DV�SDUW�RI�WKH�SURJUDPPH�WR�
UHIRUP�ORFDO�JRYHUQPHQW�LQ�:DOHV��

x 6KDULQJ�EDFN�RIILFH�DQG�DGPLQLVWUDWLYH�VHUYLFHV�ZLWK�RQH�RU�PRUH�RWKHU�FRXQFLO�RU�SXEOLF�
VHFWRU�ERG\��

x ,QYHVWPHQW�LQ�VHUYLFH�UHIRUP�IHDVLELOLW\�ZRUN��HJ��VHWWLQJ�XS�SLORW�VFKHPHV��

x &ROODERUDWLRQ�EHWZHHQ�ORFDO�DXWKRULWLHV�DQG�FHQWUDO�JRYHUQPHQW�WR�IUHH�XS�ODQG�IRU�
HFRQRPLF�XVH�

x )XQGLQJ�WKH�FRVW�RI�VHUYLFH�UHFRQILJXUDWLRQ��UHVWUXFWXULQJ�RU�UDWLRQDOLVDWLRQ� �VWDII�RU�QRQ�
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x 6KDULQJ�&KLHI�([HFXWLYHV��PDQDJHPHQW�WHDPV�RU�VWDIILQJ�VWUXFWXUHV��
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