BUILT AROUND COMMUNITY

Rooted in Maine




DEAR FELLOW SHAREHOLDERS,

As | reflect on 2025, | am pleased to report that Katahdin
Bankshares Corp. delivered another year of solid performance,
continuing our long-standing commitment to steady growth, prudent
management, and service to the communities that rely on us. Our
results demonstrate the strength of our Company, the dedication of
our employees, and the trust you place in us each day.

2025 Financial Performance

We ended the year on a strong note, with net income of $10.7
million, a $2.6 million increase over last year. This growth was
fueled by healthy loan and deposit activity and a continued focus on
managing our balance sheet wisely.

Our earnings per share rose to $3.37, up from $2.53 in 2024,
thanks in part to improved margins and less dependence on higher
cost wholesale funding.

We also saw meaningful improvements in our performance ratios.
Return on equity reached 10.97%, and return on assets increased
to 0.98%, reflecting steady growth paired with strong credit quality
across our loan portfolio.

Our net interest spread strengthened as well, ending the year at
3.68% after averaging 3.58% throughout 2025, compared to
3.36% the year before.

We are also proud to share that total assets grew to $1.12 billion,
another milestone that speaks to the trust our customers place in us
across all our markets.

And finally, we increased our annual dividend to $0.81 per share, a
15.7% rise over last year, reinforcing our commitment to delivering
long-term value to our shareholders.

Further detailed commentary on our financials appears in this
report’s Results of Operations section.

Operational Highlights

Our performance this year came from excellent loan and deposit
growth, driven by intentional outreach, relationship banking, and a
focus on core deposits that support margin stability. Management
continues to prioritize high-quality lending opportunities and
disciplined cost control strategies to position the Company for
sustained long-term success.

At the same time, we expanded and strengthened our digital
and service capabilities to meet the evolving needs of customers
throughout northern Maine and the greater Bangor and Portland
regions. We remain committed to community banking, offering
personalized financial solutions backed by modern tools and
technology.

Living Our Mission and Values

Our mission, along with our longstanding core values of commitment,
integrity, service, and teamwork, once again guided every decision
we made this year. These principles continue to shape our culture
and ensure that we remain a trusted partner to families, businesses,
and community organizations.

We are proud of the work our employees do every day and grateful
for their dedication to the Company and the communities we serve.

Shareholder Meeting and Voting

| am excited to invite you to our Annual Shareholders’ Meeting,
scheduled for Monday, May 4, 2026, at 11:00 a.m. The event
will take place at the Center for Community Health Education at
Houlton Regional Hospital. If you are unable to join us in person,
| encourage you to take part by casting your proxy vote. Voting
is quick and easy, with options available online, by mail, or over
the phone. Your participation is important and only takes a few
moments.

Looking Ahead

As we move into 2026, we do so with optimism. While economic
conditions remain dynamic, Katahdin Bankshares Corp. is well
positioned: financially strong, operationally sound, and guided by
a clear strategic vision. We will continue to invest in our people,
our technology, and our communities, ensuring that we deliver
value to our shareholders while upholding the responsibilities of
a true community bank.

Thank you for your continued confidence and support. Together,
we will build on the momentum of 2025 and advance our
mission for years to come.

Sincerely,

i

Jon J. Prescott
President & CEO
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We were looking at a few banks
in the area and Katahdin was
the best fit for our business.
They're a local bank, but they
are big enough to faclilitate the
programs we need. | make chips,
I'm not a financial guy. Katahdin
Trust has been very helpful.”

RHETT FOX

Creator, Fox Family Chips
Partner, Trinity Chips LLC

Katahdin Trust Customer



MISSION STATEMENT

Approach each day with integrity and a commitment to
better our team, customers, communities, and shareholders.

OUR CORE VALUES

SO0 O

Commitment Integrity Service Teamwork

Seeing what we do to the finish Trust is in our name It is what we do Together, we win

MATT POLSTEIN
President, Ktaadn Resorts

Katahdin Trust Customer




BOARD OF DIRECTORS

STEVEN L. RICHARDSON KEITH P. BOURGOIN, CPA  JON J. PRESCOTT RICHARD J. YORK, SR.
CHAIRMAN VICE CHAIRMAN PRESIDENT & CEO Owner, York’s of Houlton
Partner, Richardson’s Managing Partner, Haverlock,  Katahdin Bankshares Corp. Houlton, Maine
Hardware Estey & Curran, LLC and Katahdin Trust Company  p|RECTOR SINCE 1997
Patten, Maine Hampden, Maine Houlton, Maine

DIRECTOR SINCE 1978 DIRECTOR SINCE 2018 DIRECTOR SINCE 1997

BENJAMIN D. CARLISLE RICHARD B. HARNUM, JR. JULIE A. LIBBY MARIANNA PUTNAM
President, Prentiss & Carlisle  President, Harnum Holdings Retired from the asset LIDDELL, ESQ.
Bangor, Maine Hampden, Maine management industry Managing Partner,
DIRECTOR SINCE 2023 DIRECTOR SINCE 2017 Presque Isle, Maine Pierce Atwood LLP
DIRECTOR SINCE 2023 Yarmouth, Maine

DIRECTOR SINCE 2018

» Commitment
1]
)
:tl SEEING WHAT WE
> DO TO THE FINISH
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o oster engagement
o * Follow through
KIMBERLEY A. NILES PAUL R. POWERS « Go the extra mile
Owner and Director, State President, Powers Roofing
of Granite, LLC & Sheet Metal, Inc. and
Atkinson, New Hampshire B.J.J. Powers Enterprises
DIRECTOR SINCE 2015 Caribou, Maine

DIRECTOR SINCE 2000



EXECUTIVE
MANAGEMENT TEAM

JON J. PRESCOTT
PRESIDENT
Chief Executive Officer

NATASHA R. MCCARTHY, SHRM-CP
EXECUTIVE VICE PRESIDENT
Chief Human Resources Officer

MATTHEW M. NIGHTINGALE
EXECUTIVE VICE PRESIDENT
Treasurer & Chief Financial Officer

KRISTA K. PUTNAM, CFMP
EXECUTIVE VICE PRESIDENT
Chief Marketing Officer

ANGELA L. TENNETT
EXECUTIVE VICE PRESIDENT
Chief Banking Officer

y
Work with us

Bank with us

OUR CULTURE

Our 186 employees work together across various
departments, including accounting, commercial,
customer service, data processing, human
resources, information technology, lending,
marketing, retail, and operations. Each department
strives for a common goal of helping our customers
with their financial goals while achieving the
highest level of customer satisfaction possible.

We are committed to supporting our employees’
professional and personal needs by promoting
from within and providing an excellent benefits
package and family-friendly policies. It was an
honor to be named one of the 2025 Best Places
to Work in Maine and Best Place for Working
Parents®.

Whether through direct financial support, in-kind
donations, or volunteer time by our employees
and board of directors, our support of charitable
initiatives focuses on programs that we believe can
have a meaningful impact on our communities.

Integrity

TRUST IS IN
OUR NAME

¢ Remain accountable for our actions

e Communicate openly and honestly
while protecting everyone’s privacy

* Adhere to high ethical practices

CORE VALUES

-

We're proud to be recognized for our company
spirit, benefits package, and family-friendly policies
that support our employees and their families.

zLapjozs Best quces to
s Work in ME

PARENTS"

2025




OFFICERS

James Amabile, VP
Commercial Services Officer
Maine Financial Group

Tori Barber, VP
Training Manager

Annette Beaton, VP
Community Banking Officer

Bradley Berthiaume, SVP
Financial Consultant
Katahdin Financial Services

Adam Bither, VP
Financial Consultant
Katahdin Financial Services

Cindy Boot, AVP
Commercial Services Officer

Alexis Brown
Branch Manager and
Community Banking Officer

Jennifer Cadigan
Branch Manager and
Community Banking Officer

Aaron Cannan, SVP
Commercial Services Officer

Samuel Clockedile, VP
Marketing Officer

Tabitha Corey, AVP
Quality Control Loan Analyst

Clarissa Cumming
Commercial Services Associate,
Officer and Team Leader

Melissa Dahlgren, VP
Community Banking Team Leader

Jessica Dahms, AVP
Commercial Closing and
CRE Funding Specialist

Tory Delano
Senior Credit Analyst and
Department Manager

Scott Dillon, VP
Managed Assets Officer

Nicholas DiMatteo, SVP
Commercial Services Officer
and Team Leader

Janet Doak, AVP
Community Banking Officer
and Cash Management Specialist
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Service

IT IS WHAT WE DO

Thomas Dwyer, AVP
Commercial Services Officer
Eunice Fish, AVP
Branch Manager and
Community Banking Officer
Sue Fox, VP
Appraisal and Credit Administration
Manager
Whitney Francis
Electronic Banking and
Cash Management Officer
Angela Franck, AVP
Branch Manager and
Community Banking Officer
Sarah Gardiner, AVP
Bank Financial Analyst
Leslie Gardner, SVP
Retail Lending
Allissa Given, AVP
Branch Manager and
Community Banking Officer
Candice Glover
Technical Training and
Implementation Officer
Alison Gould
Commercial Portfolio Manager
Casey Gove
Data Security Officer
Billi Griffeth, SVP
Community Banking
Cathy Haley
Assistant Branch Manager and
Community Banking Officer
Blake Hamel, AVP
Commercial Services Officer
Maine Financial Group
Katherine Hill, SVP
Bank Operations Manager
Justin Jamison, SVP
Commercial Services Officer
and Team Leader
Russ Johnston, VP
Commercial Services Officer
Cindy Kelley
Branch Manager and
Community Banking Officer

* Exceed customer
expectations

¢ Listen to understand,
not to respond

* Adapt quickly

As of 1/31/2026

Jeni King
Assistant Branch Manager and
Community Banking Officer
Michaela King
Branch Manager and
Community Banking Officer
Rebecca Kord, VP
Community Banking Team Leader
Teresa Lincoln
Executive Assistant
Tannis Lundin
Bank Operations Officer
Susan Lunn, SVP
Compliance Officer
Jeremy MacArthur
Network Administration Officer
Karyn MacLeod, VP
Commercial Services Officer
Susan McCarthy, VP
Commercial Services Officer and
Maine Financial Group Manager
James Nelson, SVP
Commercial Services Officer
and Team Leader
Patricia Perry
Accountant
Joseph Porter, SVP
Controller
Barrett Potter, VP
Internal Control and
Information Security Officer
Andrew Putnam, SVP
Chief Information Officer
Michelle Ritcheson, SVP
Senior Credit Officer
Craig Robinson, VP
Commercial Services Officer
Jasmine Rockwell, AVP
Loan Operations Manager
Scott Rossignol, AVP
System Administrator
Sarah Silliboy, VP
BSA Officer
Craig Staples, VP
Commercial Services Officer
and Municipal Services
Cynthia Thompson
Senior Credit Analyst
Jessica Weeks, AVP
Deposit Operations Manager
Danelle Weston, VP
Retail Underwriting Manager
Julie Winslow
Credit Control Officer
Miranda Wotton, VP
Electronic Banking and
Cash Management
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Rooted in Community

OUR 2025 COMMUNITY IMPACT

384

Total Volunteer Hours Total Giving Non-Profits Supported
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20

Down Payment Assistance households
supported in grant funds

228 2,350

4
Volunteer Hours dedicated Fz Given by employees to Maine Farmland Trust
to Financial Literacy % for Casual Because We Care Program



CORE VALUES
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Top of the
Mountain Award

Annette Beaton

Annette joined Katahdin Trust in 1987 at the Houlton
branch and currently serves as Vice President,
Community Banking Officer. She has devoted countless
hours to the greater Houlton community and is an active
member of the Houlton Rotary Club, contributing nearly
215 hours in 2024.

Congratulations, Annette, on receiving this award and
for your unwavering commitment to making a positive
impact on your community.

COMMUNITY BANKING AT ITS BEST!

Teamwork

dhd

» Work together to achieve our goals
e Support one another
* Value all input

TOGETHER, WE WIN

Since 1918.

For All Your Equipment
Financing Needs

.

ECIALIZING IN EQUIPMENT
NANCING FOR THE
ARINE INDUSTRY

e WY 3




SELECTED FINANCIAL DATA

The summary consolidated financial and other data should be read in conjunction with, and is qualified in its entirety by, the Company’s current and prior years’ annual
reports and regulatory filings. Dollars in thousands, except share and per share data.

UNAUDITED

As of or for the Years Ended December 31, 2025 2024 2023 2022 2021
Balance Sheet Data
Total assets $1,121,300 $ 1,080,314 $ 1,034,246 $ 983,538 $ 940,499
Total investments @ 167,522 151,766 156,070 147,736 111,739
Total loans 867,980) 824,552) 798,993) 749,522) 730,303)
Allowance for credit losses on loans (8,473 (8,298 (7,975 (7,428 (7,803
Total deposits 957,951 926,998 893,381 857,566 820,187
Shareholders’ equity 103,634 91,797 87,806 79,664 83,604
Summary of Operations
Interest and dividend income $ 56,239 $ 52,686 46,468 $ 36,163 $ 34,735
Interest expense 17,647 18,779 12,041 4,169 4,066
Net interest income 38,592 33,907 34,427 31,994 30,669
Credit loss expense (benefit) - loans and off-balance
sheet cregit exposures 48 550 106 (500 135
Net interest income after credit loss expense (benefit) 38,544 33,357 34,321 32,494 30,534
Non-interest income 5,775 5,190 4,757 4,786 5,099
Amortization of investments in limited partnerships ¥ - 194 236 236 236
Non-interest expense 31,141 28,609 26,769 25,233 23,856
Income before income taxes 13,178 9,744 12,073 11,811 11,541
Income taxes 1V 2,480 1,680 2,166 2,087 2,068
Net income available to common shareholders $ 10,698 % 8,064 % 9,907 9,724 % 9,473
Per Common Shares and Common Shares Outstanding
Net income, basic @ $ 337 % 2.53 3.08 $ 297 % 2.88
Net income, diluted @ 3.37 2.53 3.08 2.97 2.88
Book value © 32.70 28.93 27.57 24.49 25.41
Tangible book value © 30.91 27.12 25.76 22.70 23.63
Weighted average common shares outstanding: “
Basic 3,172,721 3,184,704 3,217,650 3,276,837 3,290,788
Diluted 3,172,721 3,184,704 3,217,650 3,276,837 3,290,788
Common shares outstanding at period end 3,176,357 3,183,708 3,198,393 3,276,492 3,323,450
Adjusted common shares outstanding at period end ©® 3,169,533 3,173,473 3,184,746 3,253,289 3,290,605
Selected Performance Ratios
Return on average assets 0.98% 0.77% 0.99% 1.02% 1.00%
Return on average common shareholders’ equity 10.97 8.96 11.99 12.39 11.75
Net interest spread © 3.58 3.36 3.56 3.50 3.22
Net interest margin @ 3.81 3.52 3.73 3.63 3.52
Efficiency ratio © 70.19 73.67 68.93 69.09 66.70
Asset Quality Ratios
Allowance for credit losses to period end loans 0.98% 1.01% 1.00% 0.99% 1.07%
Allowance for credit losses to non-performing loans © 124.39 596.20 1,115.98 351.11 278.39
Non-performing loans to period end loans © (2 0.79 0.17 0.09 0.28 0.38
Non-performing assets to total assets 1912 0.61 0.13 0.07 0.22 0.30
Capital Ratios (Katahdin Trust Company)
Total risk-based capital ratio 14.53% 14.01% 15.89% 15.45% 15.67%
Tier 1 risk-based capital ratio 13.47 12.91 14.81 14.42 14.50
Common equity tier 1 risk-based capital ratio 13.47 12.91 14.81 14.42 14.50
Tier 1 capital ratio (Leverage ratio) 9.85 9.58 10.80 10.99 10.14
Other Data
Number of full and limited service banking offices 16 16 16 16 16
Number of full-time equivalent employees 182 174 167 165 162
Katahdin Financial Services Assets Under Management $ 244,098 $ 216,628 184,757 195,446 $ 191,140

(1) Consists of investment securities and FHLB stock. (2) Computed based on the weighted average number of common shares outstanding during each period. (3) Book value and Tangible
Book Value are calculated using Adjusted Common Shares Outstanding at period end. (4) Weighted Average Common Shares Outstanding less weighted average unallocated ESOP shares.
Used for calculating Earnings per Common Share. (5) Common Shares Outstanding at period end less unallocated ESOP shares at period end. Since unearned ESOP shares are deducted
from capital, this adjustment deducts the unallocated shares from shares outstanding for calculating book value and tangible book value. (6) Net interest spread is the difference between
the average yield on interest-earning assets and the average cost of interest-bearing liabilities. (7) Net interest margin is the net interest income divided by the average interest-earning
assets. (8) Efficiency ratio is non-interest expense (excluding Amortization of Investments in Limited Partnerships) divided by the sum of net interest income and non-interest income. (9)
Non-performing loans consist of non-accrual loans and restructured loans, where applicable. (10) Non-performing assets consist of non-accrual loans, restructured loans, and foreclosed
assets, where applicable. (11) The Bank invested in federal historic tax credits which were recognized as a reduction of federal tax expense. Amortization of the corresponding investment was
accounted for in other expenses through Amortization of Investments in Limited Partnerships. (12) As of January 1, 2023, the Company adopted ASU No. 2022-02 Financial Instruments -
Credit Losses: Troubled Debt Restructurings and Vintage Disclosures which eliminates the accounting guidance for troubled debt restructurings. Troubled debt restructured loans are included

in the numbers for 2021-2022.



UNAUDITED (CONTINUED)

RESULTS OF OPERATIONS

Assets

Total assets reached $1,121.3 million, up $41.0 million or
3.8% from the prior year. Cash and cash equivalents ended
the year at $37.2 million, compared to $50.9 million
at year-end 2024. The investment portfolio, consisting
primarily of guaranteed mortgage-backed securities,
increased to $167.5 million at year-end 2025, up $15.8
million from 2024. The overall investment portfolio yield
averaged 3.37% in December 2025, an increase of 36
basis points over the December 2024 average.

Shareholders’ equity continues to reflect market valuation
changes in the available-for-sale portfolio. On December
31,2025, accumulated other comprehensive loss included
net unrealized depreciation on available-for-sale securities
of $(7.8) million, improved from $(13.0) million at year-
end 2024. The valuation improvement reflects both cash
flows rolling into higher reinvestment yields as well as a
decline in market rates from the cycle-peak levels.

Loans

Total loans ended the year at $868.0 million, an increase
of $43.4 million or 5.3% from 2024. Commercial real
estate grew by $36.8 million, and residential 1-4 family
real estate by $8.7 million. Commercial and consumer
loans each contracted slightly year over year.

The overall loan portfolio yield averaged 5.85% in
December 2025, an improvement of 8 basis points over
the prior year timeframe. Approximately 79% of the loan
portfolio consisted of commercial and commercial real
estate loans at year-end.

We're pleased with the growth and deepening of customer
relationships throughout the year.

Deposits

Deposits grew to $958.0 million, an increase of $31.0
million or 3.3% from year-end 2024. This increase reflects
local deposit growth of $37.2 million and a reduction in
wholesale deposits of $6.2 million during the year. The
deposit portfolio had an average cost totaling 1.59% in
December 2025, down from 1.78% in December 2024,
as the Federal Reserve reduced rates throughout the year.

Our team has had success onboarding new customer
relationships throughout the year. Building and expanding
deposit relationships remains a priority which, over the long
term, supports funding stability for balance sheet growth.

ASSETS ($000)

$1,121,300
$1,080,314
$1,034,246

$983,538

$940,499

2021 2022 2023 2024 2025

LOAN MIX

@ Commercial Real Estate @ Residential 1-4 Family Real Estate
® Commercial Consumer

DEPOSIT SOURCES

@ Consumer Public & Non-Profit
@® Commercial ® Wholesale



UNAUDITED (CONTINUED)

RESULTS OF OPERATIONS

Net Interest Income

Net interest income increased to $38.6 million in 2025,
up $4.7 million or 13.8% from 2024. While the Federal
Reserve lowered rates in 2025, our legacy portfolio assets
continued to roll into higher yielding assets throughout
the year resulting in interest and dividend income totaling
$56.2 million compared to $52.7 million, an increase
of $3.5 million or 6.6%. In addition, lower deposit and
wholesale funding costs for the year brought interest
expense down by $1.1 million year over year. Net interest
margin ended the year at 3.81%, compared to 3.52%
in 2024. Portfolio yield improvements accounted for
a meaningful portion of our year-over-year net income
growth.

Allowance for Credit Losses and Asset Quality

While asset quality remains strong, our metrics moved
higher in 2025 relative to year-end 2024 with two non-
performing relationships driving the increase from last
year. Non-performing loans to period end loans totaled
0.79% at year-end 2025, compared to 0.17% at year-end
2024. Non-performing assets to total assets were 0.61%
on December 31, 2025, up from the previous year's ratio
of 0.13%.

Net charge-offs totaled $38,000 for the year. The allowance
for credit losses to period end loans ratio stood at 0.98%
at year-end 2025 compared to 1.01% in 2024. Allowance
for credit losses to non-performing loans was 124.39% at
year-end 2025. Management closely monitors the Bank’s
allowance for credit losses and believes the current level
is adequate.

Non-Interest Income and Expense

Non-interest income totaled $5.8 million, an increase of
$0.6 million or 11.3% from 2024. Non-interest income
consists largely of service charges on loans, deposits, and
electronic banking activity. The increase can be attributed
to fee income growth across most categories from the
prior year.

Non-interest expense reached $31.1 million in 2025,
increasing by $2.5 million or 8.9% year-over-year.
Salary and employee benefits represented the largest
component of non-interest expense at $18.9 million,
increasing $1.5 million over 2024. Other general and
administrative expenses totaled $4.1 million, accounting
for the second largest expense category increase of $1.0
million over 2024.

Overall, our efficiency ratio improved to 70.19% at
year-end 2025 compared to 73.67% the previous year.
Inflationary operating cost increases have contributed to
the expense growth. While finding operating efficiencies
is important and remains an objective, management will
invest in strategies to foster continued Company growth.

DEPOSIT TREND ($000)

$24,248
$500,000 5.4%
$12,962
3.2%

$400,000
$300,000
$200,000
($6,258)
$100,000 -6.0%

0
Checking, Savings Money Markets, CDs, National CDs,
including reciprocal Wholesale Deposits
deposits and Other Borrowings

® 12/31/24 @12/31/25

ALLOWANCE FOR CREDIT LOSSES
TO NON-PERFORMING LOANS

1,115.98%

596.20%

278.39% SsLits

124.39%

2021 2022 2023 2024 2025

EFFICIENCY RATIO

73.67%

69.09%
70.19%

68.93%

66.70%

2021 2022 2023 2024 2025



UNAUDITED (CONTINUED)

RESULTS OF OPERATIONS

Net Income

Net income available to common shareholders totaled
$10.7 million, up $2.6 million or 32.7% from 2024.
Earnings per common share were $3.37 in 2025 compared
to $2.53 in 2024. Return on average assets was 0.98%
and return on average common shareholders’ equity was
10.97% at year-end 2025.

Capital

Shareholders’ equity increased to $103.6 million at
December 31, 2025, compared to $91.8 million at
December 31, 2024. Tangible book value was $30.91,
an increase of $3.79 from year-end 2024. The Company
paid common stock dividends of $0.810 per share
in 2025, representing a 15.7% increase over 2024
dividends and an estimated payout ratio of approximately
24.0% based on 2025 earnings per share.

During 2025, the Company repurchased 16,265 shares
under its stock buyback program at an average price of
approximately $25.24 per share.

Capital ratios remained well above regulatory minimums
to be considered well-capitalized. The Bank's leverage
ratio totaled 9.85% at year-end 2025 as compared to
9.58% at year-end 2024. The Bank's total risk-based
capital ratio ended 2025 at 14.53% as compared to
14.01% at year-end 2024.
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Financial
Report

Scan to view the full 2025
Financial Report and Audited
Financial Statements

www.KatahdinTrust.com/Shareholder-Relations

NET INCOME ($000)

Available to common shareholders

$10,698

$9,907

2021 2022 2023 2024 2025

TANGIBLE BOOK VALUE

$30.91

2021 2022 2023 2024 2025

ANNUAL DIVIDEND

$0.810

2021 2022 2023 2024 2025



SHAREHOLDER INFORMATION

COMPANY OVERVIEW

Katahdin Bankshares Corp., incorporated in 1986, is the parent company and bank holding company of Katahdin Trust Company, a locally
owned and managed community bank that opened in 1918 in Patten, Maine. Today, we operate 16 branches throughout Maine, offering
checking, savings, mortgages, loans, and lines of credit to individuals and businesses. Bank affiliates include Maine Financial Group, which
provides equipment financing. Securities, financial planning, and insurance products are available through Katahdin Financial Services (a
service of Cetera Investment Services LLC, a registered broker-dealer and unaffiliated with Katahdin Trust Company).

ANNUAL MEETING
We invite shareholders to join us on Monday, May 4, 2026, at the Center for Community Health Education at Houlton Regional
Hospital at 11:00 a.m.

SHAREHOLDER RELATIONS
Katahdin Bankshares Corp. and Katahdin Trust Company welcome shareholder and public interest in our services and activities.
Questions or comments pertaining to this report and requests for other information should be directed to:

Matthew M. Nightingale | Executive Vice President, Treasurer & CFO
PO Box 36 | Houlton, ME 04730

(207) 521-3200

m.nightingale@katahdintrust.com

PRINTED FINANCIAL INFORMATION

We will provide, without charge and upon written request, a printed copy of the Katahdin Bankshares Corp. Annual Report. We will
also provide, upon request, a complete set of audited financial statements and accompanying notes. Please contact Shareholder
Relations at the mailing or email address above.

STOCK
Katahdin Bankshares Corp. stock is quoted on the OTC Markets quote board OTCQX under the symbol KTHN. Current stock
information can be found at otcmarkets.com/stock/KTHN/quote.

TRANSFER AGENT
For shareholder inquiries regarding change of address or title, please contact:

Computershare Trust Company, N.A.

Regular Mail: PO Box 43006 | Providence, RI 02940-3006
Overnight Delivery: 150 Royall St., Suite 101 | Canton, MA 02021
1-800-368-5948 (U.S. or Canada)

1-781-575-4223 (outside the U.S. or Canada)
computershare.com/investor

DIRECT STOCK PURCHASE AND DIVIDEND REINVESTMENT PLAN

Katahdin’s transfer agent, Computershare Trust Company, N.A. (“Computershare”), sponsors and administers the Computershare
Investment Plan (CIP) for Katahdin Bankshares Corp. Common Stock. This plan offers direct stock purchase and dividend
reinvestment options and is available to current Katahdin Bankshares Corp. shareholders as well as new investors. For more
information, you may contact Computershare.

Katahdin Financial Services is a marketing name of Cetera Investment Services. Securities and insurance products are offered through Cetera Investment Services
LLC, member FINRA/SIPC. Advisory services are offered through Cetera Investment Advisers LLC. Cetera is not affiliated with the financial institution where investment
services are offered. Individuals affiliated with Cetera firms are either Registered Representatives who offer only brokerage services and receive transaction-based
compensation (commissions), Investment Adviser Representatives who offer only investment advisory services and receive fees based on assets, or both Registered
Representatives and Investment Adviser Representatives, who can offer both types of services. Investments: 1) Are not FDIC/NCUSIF insured 2) May lose value 3) Are
not financial institution guaranteed 4) Are not a deposit 5) Are not insured by any federal government agency. Cetera registered offices: 12 North St., Presque Isle, ME

04769 and 65 North St., Houlton, ME 04730. Registered phone number: (207) 764-2366.



atandin

Bankshares Corp.

-/\/\

<d,/E E<*, Z 7" KZWX
E ~h "~ | Zz

KE*K>/ d &/EE/ >7*dd D Ed”"
u E TiUATM 118

t]SZ /v % v vS W ]JS}E[* Z %} ES



INDEPENDENT AUDITOR'S REPORT

Board of Directors and Shareholders
Katahdin Bankshares Corp. and Subsidiary

Opinion

We have audited the accompanying consolidated financial statements of Katahdin Bankshares Corp. and
Subsidiary (the Company), which comprise the consolidated balance sheets as of December 31, 2025
and 2024, and the related consolidated statements of income, comprehensive income, changes in
shareholders’ equity, and cash flows for the years then ended and the related notes to the consolidated
financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of the Company as of December 31, 2025 and 2024, and
the results of their operations and their cash flows for the years then ended, in accordance with U.S.
generally accepted accounting principles (U.S. GAAP).

Basis for Opinion

We conducted our audits in accordance with U.S. generally accepted auditing standards (U.S. GAAS). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are required to be independent of the
Company and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with U.S. GAAP and for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s
ability to continue as a going concern within one year after the date that the consolidated financial
statements are available to be issued.



Board of Directors and Shareholders
Katahdin Bankshares Corp. and Subsidiary

Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with U.S. GAAS wiill
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with U.S. GAAS, we:

€ Exercise professional judgment and maintain professional skepticism throughout the audit.

€ Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements.

€ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control. Accordingly, no such opinion is
expressed.

€ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

€ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Company’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Portland, Maine
February 2, 2026
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1HW FKDQJH LQ XQUHDOL]HG DSSUHFLDWLRQ GHSUHFLDWLRQ RQ
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&RPSUHKHQVLYH LQFRPH .
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5SHVWULFWHG VWRFN DZDUG FRPSHQVDWLRQ
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UHOHDVHG VKDUHV

%DODQFH 'HFHPEHU

1HW ,QFRPH
&KDQJH LQ QHW XQUHDOL]HG DSSUHFLDWLRQ RQ VHFXULWLHV
DYDLODEOH IRU VDOH QHW RI WD[HV RI

&KDQJH LQ QHW XQUHDOL]HG JDLQ RQ GHULYDWLYH
LQVWUXPHQWY DW IDLU YDOXH _QHW RI WD[HV RI

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV

&DVK GLYLGHQGY GHFODUHG RQ FRPPRQ VWRFN

SHU VKDUH

&RPPRQ VWRFN SXUFKDVHG DQG UHWLUHG XQGHU WKH
&RPSDQ\ EX\EDFN SURJUDP VKDUHV

,VVXDQFH RI VKDUHV RI UHVWULFWHG VWRFN
QHW RI VKDUHV UHWXUQHG WR FRYHU WD[HV
5S5HVWULFWHG VWRFN DZDUG FRPSHQVDWLRQ

QHW RI IRUIHLWHG VKDUHYV

'LUHFWRU VWRFN FRPSHQVDWLRQ VKDUHYV

&RPPRQ VWRFN KHOG E\ (623 FRPPLWWHG WR EH
UHOHDVHG VKDUHV
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1HW FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHV
$GGLWLRQV WR SUHPLVHY DQG HTXLSPHQW
/RDQ RULJLQDWLRQV DQG SULQFLSDO FROOHFWLRQV QHW
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,QFRPH WD[HV SDLG

1IRQFDVK WUDQVDFWLRQV
7UDQVIHU IURP ORDQV WR RWKHU UHDO HVWDWH DQG SURSHUW\ RZQHG
8QIXQGHG FRPPLWPHQW LQ /RZ ,QFRPH +RXVLQJ 7D[ & UHGLW 3DUWQHUVKLS
'"HFUHDVH LQ IDLU YDOXH RI LQWHUHVW UDWH VZDS DVVHWYV
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.DWDKGLQ %DQNVKDUHV &RUS WKH &RPSDQ\ LV D EDQN KROGLQJ |
&RPSDQ\ WKH %DQN LV D VWDWH FKDUWHUHG FRPPHUFLDO EDQN ZlI
,QVXUDQFH &RUSRUDWLRQ )',& 7KH %DQN KDV IXOO VHUYLFH EUD
JUHDWHU %DQJRU DQG 3RUWODQG UHJLRQV ODLQH )LQDQFLDO *URXS
WKH %DQN SURYLGHV KHDY\ HTXLSPHQW ILQDQFLQJ LQ WKH WUXFNL
LQGXVWULHY ORFDWHG DURXQG QRUWKHUQ 1HZ (QJODQG 7KH &RP
UHJXODWLRQ DQG SHULRGLF H[DPLQDWLRQ E\ WKH )',& WKH ODLQH
JHGHUDO 5HVHUYH 6\VWHP

6XPPDU\ RI 6LJQLILFDOW $FFRXQWLQJ 3ROLFLHYV

%DVLVY RI SBUHVHOWDWLRQ DQG &RQVROLGDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH WKH DFF
ZKROO\ RZQHG VXEVLGLDU\ .DWDKGLQ 7UXVW &RPSDQ\ $0OO0O VL.
WUDQVDFWLRQVY KDYH EHHQ HOLPLQDWHG LQ FRQVROLGDWLRQ

3XUVXDQW WR WKH FULWHULD HVWDEOLVKHG E\ 8 6 JHQHUDOO\ I
&RPSDQ\ KDV QRW FRQVROLGDWHG WKH WUXVWYV ZKLFK LW IRUPHC
VHFXULWLHV WR XQDIILOLDWHG SDUWLHYV DQG LQYHVWLQJ WKH
FRPPRQ VHFXULWLHV RI WKH WUXVW LQ MXQLRU VXERUGLQDWHG C
DUH FRQVLGHUHG DIILOLDWHYV VHH 1RWH

8VH RI (VWLPDWHYV

,Q SUHSDULQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV LQ FRQIF
PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUW
GDWH RI WKH EDODQFH VKHHW DQG UHSRUWHG DPRXQWV RI UHY
SHULRG $FWXDO UHVXOWV FRXOG GLIIHU IURP WKRVH HVWLPDWH'

ODWHULDO HVWLPDWHYV WKDW DUH SDUWLFXODUO\ VXVFHSWLEOH \
GHWHUPLQDWLRQ Rl WKH DOORZDQFH IRU FUHGLW ORVVHV $&/ |
SURSHUW\ RZQHG ,Q FRQQHFWLRQ ZLWK WKH GHWHUPLQDWLRQ RI
HVWDWH DQG SURSHUW\ RZQHG PDQDJHPHQW REWDLQV LQGHSHQ

:KLOH PDQDJHPHQW XVHV DOO DYDLODEOH LQIRUPDWLRQ WR UHF
WKH $&/ PD\ EH QHFHVVDU\ EDVHG RQ FKDQJHV LQ WKH HFRQRP\
D SDUW RI WKHLU H[DPLQDWLRQ SURFHVV SHULRGLFDOO\ UHYLHZ
%DQN WR PDNH DGGLWLRQV WR WKH $&/ EDVHG RQ MXGJPHQWYV DI
WLPH RI WKH H[DPLQDWLRQ %HFDXVH RI WKHVH IDFWRUV LW LV U
PDWHULDOO\ LQ WKH QHDU WHUP

=1}
C



cc

$7%+',1 %$1.6+$5(6 &253 $1' 68%6,',$5<
LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG
L
&DVK DQG &DVK (TXLYDOHQWYV

JRU WKH SXUSRVHV RI WKH FRQVROLGDWHG VWDWHPHQWYV RI FDV
FDVK DQG GXH IURP EDQNV DQG LQWHUHVW EHDULQJ GHSRVLWYV L

7KH &RPSDQ\ V GXH IURP EDQN DFFRXQWY DQG LQWHUHVW EHDU
HIFHHG IHGHUDOO\ LQVXUHG OLPLWYV 7KH &RPSDQ\ KDV QRW H[SH!
&RPSDQ\ EHOLHYHV LW LV QRW H[SRVHG WR DQ\ VLJQLILFDQW ULV

6HFEFXULWLHV

'"HEW VHFXULWLHY WKDW PDQDJHPHQW KDV WKH SRVLWLYH LQWHGQ
DV KHOG WR PDWXULW\ DQG UHFRUGHG DW DPRUWL]HG FRVW
WR PDWXULW\ DUH FODVVLILHG DV DYDLODEOH IRU VDOH DQG UH
ORVVHV H[FOXGHG IURP HDUQLQJV DQG UHSRUWHG LQ RWKHU
LQYHVWPHQWY DUH FDUULHG DW HVWLPDWHG IDLU YDOXH ZLWK FK
UHSRUWHG LQ QRQLQWHUHVW LQFRPH

'"HEW VHFXULWLHV WKDW DUH SDVW GXH GD\V RU PRUH DUH FR
SODFHG RQ QRQDFFUXDO VWDWXV DW WKH WLPH DQ\ SULQFLSD
GHOLQTXHQW ,QWHUHVW DFFUXHG EXW QRW UHFHLYHG IRU D VHF
LQWHUHVW LQFRPH

*DLQV DQG ORVVHV RQ WKH VDOH RI VHFXULWLHY DUH UHFRUGHG |
WKH VSHFLILF LGHQWLILFDWLRQ PHWKRG

3XUFKDVH SUHPLXPV DQG GLVFRXQWY DUH UHFRJQL]JHG LQ LQWHU!
WKH LOWHUHVW PHWKRG RYHU WKH WHUPV RI WKH VHFXULWLHYV

1RQPDUNHWDEOH HTXLW\ VHFXULWLHV VXFK DV )HGHUDO +RPH /I
VWDWHG DW FRVW VXEMHFW WR DGMXVWPHQWYV IRU DQ\ REVHUYD
LQVWUXPHQWY RI WKH LQYHVWHH 7KH LQYHVWPHQW LQ )+/% VWR

$OORZDOQFH IRU &UHGLW /RVVHV + 6HFXULWLHY $YDLODEOH IRU 6D

JRU VHFXULWLHY DYDLODEOH IRU VDOH LQ DQ XQUHDOL]JHG ORVYV .
LW LQWHQGY WR VHOO RU LW LV PRUH OLNHO\ WKDQ QRW WKDW L
Rl LWV DPRUWL]HG FRVW EDVLV I HLWKHU RI WKH FULWHULD UHJ
VHEXULW\YV DPRUWL]HG FRVW EDVLV LV ZULWWHQ GRZQ WR IDLU Y
IRU VDOH WKDW GR QRW PHHW WKH DIRUHPHQWLRQHG FULWHULD

IDLU YDOXH KDV UHVXOWHG IURP FUHGLW ORVVHV RU RWKHU IDFW
FRQVLGHUV WKH HIWHQW WR ZKLFK IDLU YDOXH LV OHVV WKDQ DP
VHEXULW\ E\ D UDWLQJ DJHQF\ DQG DGYHUVH FRQGLWLRQV VSHFL
IDFWRUV I WKLY DVVHVVPHQW LQGLFDWHY WKDW D FUHGLW ORVV
WR EH FROOHFWHG IURP WKH VHFXULW\ DUH FRPSDUHG WR WKH DPF
YDOXH RI FDVK IORZV H[SHFWHG WR EH FROOHFWHG LV OHVV WKDC
DQG DQ $&/ LV UHFRUGHG IRU WKH FUHGLW ORVV OLPLWHG E\ WK
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&KDQJHV LQ WKH $&/ DUH UHFRUGHG DV FUHGLW ORVV H[SHQVH R
WKH DOORZDQFH ZKHQ PDQDJHPHQW EHOLHYHV WKH XQFROOHFW
FRQILUPHG RU ZKHQ HLWKHU RI WKH FULWHULD UHJDUGLQJ LQWHC

/RDQV

/JRDQV WKDW PDQDJHPHQW KDV WKH LQWHQW DQG DELOLW\ WR KR
RU SD\ RIl DUH VWDWHG DW WKH DPRXQW Rl XQSDLG SULQFLSDO I
DQG IDLU YDOXH KHGJH DFFRXQWLQJ DGMXVWPHQWV

$O00 ORDQV SDVW GXH PRUH WKDQ GD\V DUH FRQVLGHUHG GHO
LQLWLDWLQJ LPPHGLDWH FROOHFWLRQ HIITRUWYV WR PLQLPL]H GHC
WKH &RPSDQ\

,QWHUHVW RQ ORDQV LV FDOFXODWHG E\ DSSO\LQJ WKH VLPSOH
SULQFLSDO DPRXQW RXWVWDQGLQJ 7KH DFFUXDO RI LQWHUHVW |
EHOLHYHV DIWHU FRQVLGHULQJ HFRQRPLF DQG EXVLQHVV FRQ
ERUURZHU V ILQDQFLDO FRQGLWLRQ LV VXFK WKDW FROOHFWLR
SUHYLRXVO\ DFFUXHG RQ WKRVH ORDQV LV UHYHUVHG IURP LQFRP
UHFRJQL]JHG RQO\ WR WKH H[WHQW WKDW LQWHUHVW SD\PHQWV |
VWDWXV ZKHQ DOO WKH SULQFLSDO DQG LQWHUHVW DPRXQWV FR
SD\PHQWY DUH UHDVRQDEO\ DVVXUHG

/JRDQ RULJLQDWLRQ IHHV DQG FHUWDLQ GLUHFW ORDQ RULJLQDW
DGMXVWPHQW WR LQFRPH RYHU WKH OLYHV Rl WKH UHODWHG ORD

$O0ORZDQFH IRU &UHGLW /RVVHV = /RDQV

7KH $&/ LV D YDOXDWLRQ DFFRXQW WKDW LV GHGXFWHG IURP WKH
QHW DPRXQW H[SHFWHG WR EH FROOHFWHG RQ WKH ORDQV /RDQV
PDQDJHPHQW EHOLHYHV WKH XQFROOHFWLELOLW\ RI D ORDQ EDOTL
HI[FHHG WKH DJJUHJDWH RI DPRXQWVY SUHYLRXVO\ FKDUJHG RII
ODQDJHPHQW HYDOXDWHV WKH DSSURSULDWHQHVV RI WKH $&/ |
LQKHUHQWO\ VXEMHFWLYH DV LW UHTXLUHVY PDWHULDO HVWLPDW!
IURP SHULRG WR SHULRG

ODQDIJHPHQW HVWLPDWHYVY WKH DOORZDQFH EDODQFH XVLQJ UHOt
DQRG H[WHUQDO VRXUFHV UHODWLQJ WR SDVW HYHQWYV FXUUHQW
IRUHFDVWY $ UHYHUVLRQ PHWKRGRORJ\ LV DSSOLHG EH\RQG WK
4XDOLWDWLYH DGMXVWPHQWY DUH WKHQ FRQVLGHUHG IRU Gl
FKDUDFWHULVWLFV VXFK DV GLIITHUHQFHYV LQ XQGHUZULWLQJ VW
WHUP DV ZHOO DV IRU FKDQJHYVY LQ HQYLURQPHQWDO FRQGLWLRQ
SURSHUW\ YDOXHVY RU RWKHU UHOHYDQW IDFWRUV WKDW PD\ LQ
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L
ORDQ UHYLHZV H[DPLQDWLRQV E\ EDQN UHJXODWRU\ DIJHQFLHV
GLVDVWHU

7KH $&/ RQ ORDQV UHSUHVHQWY WKH &RPSDQ\fV HVWLPDWHG ULV
UHSRUWLQJ GDWH 7R DSSURSULDWHO\ PHDVXUH H[SHFWHG FUHG
ORDQ SRUWIROLR LQWR SRROV EDVHG RQ VLPLODU ULVN FKDUD
VHIPHQWHG DV IROORZV EDVHG RQ WKH YDULRXV ULVN SURILOHV

x 7TKH FRPPHUFLDO ORDQ SRUWIROLR LV VHIPHQWHG LQWR WZ
WA\SLFDOO\ XWLOL]JHG IRU JHQHUDO EXVLQHVV SXUSRVHV DQ
FROODWHUDOL]HG E\ UHDO HVWDWH

X 5HWDLO ORDQV DUH D KRPRJHQRXV JURXS JHQHUDOO\ FRQVL
VPDOOHU LQ DPRXQW DQG GLVWULEXWHG RYHU D ODUJHU QXF
DUH VHIPHQWHG LQWR WZR FDWHJRULHYV L UHVLGHQWLDO
HVWDWH DQG LL FRQVXPHU ZKLFK LV FROODWHUDOL]JHG E\ I

7KH &RPSDQ\ XVHV WKH ZHLJKWHG DYHUDJH UHPDLQLQJ PDWXULW)
FUHGLW ORVVHV IRU DOO SRUWIROLR VHJPHQWYV 8QGHU WKH :$
KLVWRULFDO ORVV UDWH IRU HDFK SRUWIROLR VHIJPHQW XWLOL]
GDWD RU D FRPELQDWLRQ RI WKH WZR GDWD VRXUFHV 7KLV K
PDQDJHPHQWYfV UHDVRQDEOH DQG VXSSRUWDEOH IRUHFDVW )RU
PHWKRG PDQDJHPHQW XWLOL]JHV DQG IRUHFDVWY QDWLRQDO XQF
PRQLWRUV DQG DVVHVVHV LWV PDFURHFRQRPLF GULYHU UHJXODU
WKH PRVW SUHGLFWLYH LQGLFDWRU RI ORVVHV ZLWKLQ WKH &RPS
GULYHU PD\ FKDQJH IURP WLPH WR WLPH

ODQDJHPHQW KDV GHWHUPLQHG WKDW VL[ TXDUWHUV UHSUHVHQYV
SHULRG DQG UHYHUWYV EDFN WR LWV KLVWRULFDO ORVV UDWH R
GHWHUPLQDWLRQ LV EDVHG RQ WKH IDFWV DQG FLUFXPVWDQFHV F
VHIPHQW DQG PDQDJHPHQW{fV MXGJIJHPHQW RI ZKDW FDQ EH UF
OHYHUDJHV HFRQRPLF SURMHFWLRQV IURP D UHSXWDEOH DQG LQC
IRUHFDVWY RYHU WKH VL[ TXDUWHU IRUHFDVW SHULRG ODQDJHPH
UHYHUVLRQ WHFKQLTXHYV UHJXODUO\

7KH UHVXOWLQJ ORVV UDWH LV WKHQ DSSOLHG WR WKH SRUWIRO
SRUWIROLR VHIPHQWIY HVWLPDWHG UHPDLQLQJ OLIH LV GHWHUP
D TXDUWHUO\ EDVLV XVLQJ WKH &RPSDQ\TV ORDQ OHYHO GDWD 7K
DV WKH DYHUDJH RI WKH TXDUWHUO\ DQQXDO DWWULWLRQ UDWHYV
WKHQ SDLG GRZQ RQ D VWUDLJKW OLQH EDVLVY RYHU WKH HVWLPDW
DV GHVFULEHG DERYH DUH WKHQ DSSOLHG WR WKH SRUWIROLR \
FUHGLW ORVVHV IRU WKH SRUWIROLR VHIJPHQW

/JRDQV WKDW GR QRW VKDUH ULVN FKDUDFWHULVWLFV DUH HYDOX
LQGLYLGXDOO\ DUH DOVR QRW LQFOXGHG LQ WKH FROOHFWLYH
LQGLYLGXDO HYDOXDWLRQ DUH ORDQV UDWHG VXEVWDQGDUG RU
ERUURZHUV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\ DQG ORDQV
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DFFUXDO ,I PDQDIJHPHQW GHWHUPLQHYVY VXFK ORDQV KDYH XQLT
SRUWIROLR VHIPHQW WKH ORDQ ZLOO EH LQGLYLGXDOO\ HYDOXI
DSSURSULDWH IRU VXFK ORDQV EDVHG RQ WKH SUHVHQW YDOXH
+RZHYHU ZKHQ PDQDJHPHQW GHWHUPLQHV WKDW IRUHFORVXUH
HISHULHQFLQJ ILQDQFLDO GLIILFXOW\ DW WKH UHSRUWLQJ GDWF
VXEVWDQWLDOO\ WKURXJK WKH RSHUDWLRQ RU VDOH RI WKH FRO(
IDLU YDOXH RI WKH FROODWHUDO DW WKH UHSRUWLQJ GDWH DGM

ODQDIJHPHQW PD\ DOVR DGMXVW LWV DVVXPSWLRQV WR DFFRXQW
DFWXDO ORVVHV IURP SHULRG WR SHULRG 7KH YDULDELOLW\ RI
$&/ RQ ORDQV PDWHULDOO\ DQG LPSDFW IXWXUH UHVXOWV RI RS
HVWLPDWLRQ PRGHOV DQG PHWKRGV XVHG WR GHWHUPLQH WKH $.

21l %DODOQFH 6KHHW &UHGLW ([SRVXUH

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVV WKH &RPSDQ\ HQWHUV LQ
FRPPHUFLDO OHWWHUV RI FUHGLW DQG VWDQGE\ OHWWHUV RI FUF
ORDQV ZKHQ WKH\ DUH IXQGHG

$OORZDOQFH IRU &UHGLW /RVVHV RO 21l %DODQFH 6KHHW &UHGLW (

7KH &RPSDQ\ HVWLPDWHY H[SHFWHG FUHGLW ORVVHV RYHU WKH F
LV H[SRVHG WR FUHGLW ULVN YLD D FRQWUDFWXDO REOLJDWLR
XQFRQGLWLRQDOO\ FDQFHOODEOH E\ WKH &RPSDQ\ 7KH $&/ RQ
DG M X WWKHLER X UK GOLRWH/[SHQWHR DSSURS UP B IWWOH HS H F WFHUGI GOLRAW V H V
PDQDJHPHQW GLVDJJUHJDWHV WKH RIl EDODQFH VKHHW FUHGLW }
LGHQWLFDO WR WKRVH GHWHUPLQHG IRU WKH ORDQ SRUWIROLR
TXDOLI\LQJ XQIXQGHG ORDQ FRPPLWPHQWY DQG OHWWHUV RI FUF
WKH H[SHFWHG IXQGHG DPRXQW IRU HDFK SRUWIROLR VHJPHQW D\
IXQGHG DPRXQW IRU HDFK SRUWIROLR VHJPHQW LV GHWHUPLQH(
H[SHFWHG ORDQ ORVV DV D SHUFHQWDJH RI WKH DPRUWL]HG FRVW
WR FDOFXODWH WKH $&/ RQ RIl EDODQFH VKHHW FUHGLW H[SRVXU

DQG WKH &RPSDQ\ KDG UHFRJQL]HG DQ $&/ RQ RIlI EDOD

DQG UHVSHFWLYHO\ ZKLFK LV UHFRUGHG LQ DFFUXHC
WKH FRQVROLGDWHG EDODQFH VKHHWV

&UHGLW 5HODWHG J)LODQFLDO ,QVWUXPHQWYV

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVV WKH &RPSDQ\ KDV HQWH
LOQFOXGLQJ FRPPLWPHQWY XQGHU FUHGLW FDUG DUUDQJHPHQW
LQVWUXPHQWY DUH UHFRUGHG ZKHQ WKH\ DUH IXQGHG

/IRDQ 6HUYLFLQJ

7KH &RPSDQ\ FDSLWDOL]HV PRUWJDJH VHUYLFLQJ ULJKWV DW WKH
&DSLWDOL]J]HG VHUYLFLQJ ULJKWYV DUH UHSRUWHG LQ RWKHU DVV
DGPLQLVWUDWLYH H[SHQVHV LQ SURSRUWLRQ WR DQG RYHU WKH
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LQFRPH RI WKH XQGHUO\LQJ ILQDQFLDO DVVHWYV 6HUYLFLQJ DVVH
WKH IDLU YDOXH RI WKH ULJKWV DV FRPSDUHG WR DPRUWL]HG FR\

2WKHU 5HDO (VWDWH DOQG 3URSHUW\ 2ZQHG 25(2

$VVHWV DFTXLUHG WKURXJK RU LQ OLHX RI ORDQ IRUHFORVXUH
LQLWLDOO\ UHFRUGHG DW IDLU YDOXH DW WKH GDWH RI IRUHFOR\
RU UHSRVVHVVLRQ YDOXDWLRQV DUH SHULRGLFDOO\ SHUIRUPHG
DW WKH ORZHU RI FDUU\LQJ DPRXQW RU IDLU YDOXH OHVV FRVW W
DQG FKDQJHV LQ WKH YDOXDWLRQ DOORZDQFH DUH LQFOXGHG L(
SURSHUW\ RZQHG

%DON 3UHPLVHVY DQG (TXLSPHQW

%DQN SUHPLVHV DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV D
VWUDLIJKW OLQH DQG GHFOLQLQJ EDODQFH PHWKRGY RYHU WKH H

%DQON 2ZOHG /LIH QVXUDQFH %2/,

7KH %DQN SXUFKDVHG OLIH LQVXUDQFH SROLFLHV LQVXULQJ WKH
ZDV REWDLQHG IURP WKH HPSOR\HHV SULRU WR WKH SXUFKDVH 7
DVVHWV LV UHSRUWHG LQ RWKHU QRQLQWHUHVW LQFRPH DQG Wt
SROLFLHV LV UHSRUWHG LQ RWKHU DVVHWV

*RRGZLOO

*RRGZLOO UHODWHG WR EUDQFK DFTXLVLWLRQV DQG 0)* LV QRW
DQQXDOO\ RU PRUH IUHTXHQWO\ XSRQ WKH RFFXUUHQFH RI FHUW

_.QFRPH 7D[HV

'HIHUUHG LQFRPH WD[ DVVHWVY DQG OLDELOLWLHV DUH GHWHUPI
PHWKRG 8QGHU WKLV PHWKRG WKH QHW GHIHUUHG WD[ DVVHW
HITHFWV Rl WKH WHPSRUDU\ GLIIHUHQFHYV EHWZHHQ WKH ERRN DQ
DVVHWVY DQG OLDELOLWLHY DQG JLYHV FXUUHQW UHFRJQLWLRQ W
UHOHDVHV LQFRPH WD[ HIIHFWV IURP DFFXPXODWHG RWKHU FRP S
WUDQVDFWLRQ LV UHFRJQL]JHG LQ HDUQLQJV

JLQDQFLDO $FFRXQWLQJ 6WDQGDUGYV %RDUG )$6% $FFRXQWLQJ 6
' QFRPH 7DGHMLQHVY WKH FULWHULD WKDW DQ LQGLYLGXDO WDJ[ SF
EHQHILWY RI WKDW SRVLWLRQ WR EH UHFRJQL]JHG LQ D FRPSDQ!
SUHVFULEHV D UHFRJQLWLRQ WKUHVKROG RI PRUH OLNHO\ WKDQ
SRVLWLRQV WDNHQ RU H[SHFWHG WR EH WDNHQ RQ D WD[ UHWXU
WKH ILQDQFLDO VWDWHPHQWY 7KH &RPSDQ\ LV FXUUHQWO\ RSHQ
WKH ,QWHUQDO 5HYHQXH 6HUYLFH IRU WKH \HDUV HQGHG 'HFHPEH

=1}
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&RPSUHKHOVLYH ,QFRPH

$FFRXQWLQJ SULQFLSOHYV JHQHUDOO\ UHTXLUH WKDW UHFRJQL]H!
LQFOXGHG LQ QHW LQFRPH $OWKRXJK FHUWDLQ FKDQJHV LQ DVVI
DQG ORVVHV RQ VHFXULWLHY DYDLODEOH IRU VDOH DQG GHULYD\
FRPSRQHQW RI WKH HTXLW\ VHFWLRQ RI WKH EDODQFH VKHHW
FRPSRQHQWYV RI FRPSUHKHQVLYH LQFRPH

(PSOR\HH 6WRFEN 2ZQHUVKLS 30DQ

6KDUHV RI WKH &RPSDQ\TV FRPPRQ VWRFN SXUFKDVHG E\ WKH .I
6WRFN 2ZQHUVKLS 30DQ (623 DUH KHOG LQ D VXVSHQVH DFFR>
SDUWLFLSDQWY 6KDUHY UHOHDVHG DUH DOORFDWHG WR HDFK H
SDUWLFLSDQWYfV FRPSHQVDWLRQ DV GHILQHG LQ WKH (623 WR
SDUWLFLSDQWYV $V WKH XQHDUQHG VKDUHV DUH UHOHDVHG 1U|
FRPSHQVDWLRQ H[SHQVH HTXDO WR WKH IDLU YDOXH RI WKH (623
WKH SHULRG 7R WKH H[WHQW WKDW WKH IDLU YDOXH RI WKH (623
WKH GLIIHUHQFH LV FKDUJHG RU FUHGLWHG WR HTXLW\ DV VXUSC
(623 VKDUHVY DUH FRQVLGHUHG RXWVWDQGLQJ IRU HDUQLQJV SHU
SD\PHQWV 2WKHU (623 VKDUHVY DUH H[FOXGHG IURP HDUQLQJV SH
WR EH DOORFDWHG WR (623 SDUWLFLSDQWYV IRU IXWXUH VHUYLFH
LQ VWRFNKROGHUVY HTXLW\

(DUQLQJV 3HU 6KDUH

%DVLF DQG GLOXWHG HDUQLQJV SHU VKDUH GDWD LV FRPSXWHG |
WKH &RPSDQ\TV FRPPRQ VKDUHV RXWVWDQGLQJ GXULQJ WKH \HDU
Rl WKH (623 &RPPRQ VWRFN UHODWHG WR XQYHVWHG UHVWULF
FDOFXODWLRQ RI ZHLIJKWHG DYHUDJH VKDUHV RXWVWDQGLQJ IRU

'HULYDWLYH)LODQFLDO ,QVWUXPHQWYV

)DLU YDOXHV IRULQWHUHVW UDWH VZDS DQG FDS DJUHHPHQWYV DU
WKH FRQWUDFWYV

7KH &RPSDQ\ XWLOL]HV LQWHUHVW UDWH VZDS DQG FDS DJUHHPH(¢
FKDQJHV LQ WKH 6HFXUHG 2YHUQLJKW )LQDQFLQJ 5DWH 62)5 D¢
,QWHUHVW UDWH VZDSV DQG FDSV DUH FRQWUDFWYV LQ ZKLFK D \
RYHU D SUHVFULEHG SHULRG 7KH QRWLRQDO DPRXQW RQ ZKLFK
H[FKDQJHG

$W WKH LQFHSWLRQ RI D GHULYDWLYH FRQWUDFW WKH &RPSDQ\ C
EDVHG RQ WKH &RPSDQ\ VLQWHQWLRQV DQG EHOLHI DV WR OLNHC

DUH D KHGJH RI WKH IDLU YDOXH RI D UHFRJQL]JHG DVVHW R

FRPPLWPHQW IDLU YDOXH KHGJH RU D KHGJH RI D IRUHFDVW

IORZV WR EH UHFHLYHG RU SDLG UHODWHG WR D UHFRJQL]JHG DVYV
A U
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YDOXH KHGJH WKH JDLQ RU ORVV RQ WKH GHULYDWLYH DV ZHOO
LWHP DWWULEXWDEOH WR WKH KHGJHG ULVN DUH UHFRJQL]JHG LQ
FDVK IORZ KHGJH WKH JDLQ RU ORVV RQ WKH GHULYDWLYH LV UH
LV UHFODVVLILHG LQWR HDUQLQJV LQ WKH VDPH SHULRGV GXUL

HDUQLQJV &KDQJHV LQ WKH IDLU YDOXH Rl GHULYDWLYHV QRW C
DFFRXQWLQJ DUH UHSRUWHG FXUUHQWO\ LQ HDUQLQJV DV QRQLQ

$FFUXHG VHWWOHPHQWY RQ GHULYDWLYHV WKDW TXDOLI\ IRU KHG
RU LQWHUHVW H[SHQVH EDVHG RQ WKH LWHP EHLQJ KHGJHG §$
GHVLIQDWHG RU WKDW GR QRW TXDOLI\ IRU KHGJH DFFRXQWLQJ
IORZV RQ KHGJHVY DUH FODVVLILHG LQ WKH FDVK IORZ VWDWHPHQ
EHLQJ KHGJHG

7KH &RPSDQ\ IRUPDOO\ GRFXPHQWYVY WKH UHODWLRQVKLS EHWZHH
DV WKH ULVN PDQDJHPHQW REMHFWLYH DQG WKH VWUDWHJ\ IRL
LQFHSWLRQ RI WKH KHGJLQJ UHODWLRQVKLS 7KLV GRFXPHQWDW
KHGJHV WR VSHFLILF DVVHWYVY DQG OLDELOLWLHV RQ WKH EDODQ
IRUHFDVWHG WUDQVDFWLRQV 7KH &RPSDQ\ DOVR IRUPDOO\ DVVH\
DQ RQJRLQJ EDVLVY ZKHWKHU WKH GHULYDWLYH LQVWUXPHQWYV W
FKDQJHV LQ IDLU YDOXHV RU FDVK IORZV RI WKH KHGJHG LWHP
DFFRXQWLQJ ZKHQ LW GHWHUPLQHY WKDW WKH GHULYDWLYH LV C
IDLU YDOXH RU FDVK IORZV RI WKH KHGJHG LWHP WKH GHULYD
IRUHFDVWHG WUDQVDFWLRQ LV QR ORQJHU SUREDEOH D KHGJH
WUHDWPHQW RI WKH GHULYDWLYH DV D KHGJH LV QR ORQJHU DSSH

"KHQ KHGJH DFFRXQWLQJ LV GLVFRQWLQXHG VXEVHTXHQW FKDQ
UHFRUGHG DV QRQLQWHUHVW LQFRPH RU H[SHQVH :KHQ D IDLU Y
DVVHW RU OLDELOLW\ LV QR ORQJHU DGMXVWHG IRU FKDQJHV LQ
DPRUWL]HG RU DFFUHWHG RYHU WKH UHPDLQLQJ OLIH Rl WKH DV
GLVFRQWLQXHG EXW WKH KHGJHG FDVK IORZV RU IRUHFDVWHG WU
RU ORVVHV WKDW ZHUH DFFXPXODWHG LQ RWKHU FRPSUHKHQVLY]
WKH VDPH SHULRGV ZKLFK WKH KHGJHG WUDQVDFWLRQV ZLOO DIIt

7KH &RPSDQ\ LV H[SRVHG WR ORVVHV LI D FRXQWHUSDUW\ IDLOV \
ZKLFK WKH &RPSDQ\ LV LQ D QHW UHFHLYLQJ SRVLWLRQ 7KH &RPS
EH DEOH WR IXOO\ VDWLVI\ LWV REOLIJDWLRQV XQGHU WKH DJUHHI
Lv b SDUW\ WR VHWWOH PRQWKO\ RU TXDUWHUO\ ,Q DGGLWLRQ

WKUHVKROGV RI WKH IDLU YDOXH RI LWV GHULYDWLYHYV ZLWK WKH

SHYHOXH IURP &ROWUDEWYV ZLWK &XVWRPHUV

$00 RI WKH &RPSDQ\fV UHYHQXH IURP FRQWUDFWYVY ZLWK FXVWR
UHFRJQL]JHG ZLWKLQ QRQ LQWHUHVW LQFRPH $ GHVFULSWLRQ RI
IRU XQGHU $6& 7TRSLF IROORZV

6HUYLFH FKDUJHY DQG IHHVY RQ GHSRVLW DFFRXQWYV 7KH &RPSDQ'

IRU WUDQVDFWLRQ EDVHG DFFRXQW PDLQWHQDQFH DQG RYHUGUI
LQFOXGH VHUYLFHV VXFK DV $70 XVH IHHV VWRS SD\PHQW FKDUJ}
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WUDQVIHU IHHV DUH UHFRJQL]HG DW WKH WLPH WKH WUDQVDFWL
&RPSDQ\ IXOILOOV WKH FXVWRPHUTVY UHTXHVW RU WKH IHH KDV
ZKLFK UHODWH SULPDULO\ WR PRQWKO\ PDLQWHQDQFH DUH HDUQ
WKH SHULRG RYHU ZKLFK WKH &RPSDQ\ VDWLVILHVY WKH SHUIRL

UHFRJQL]J]HG DW WKH SRLQW LQ WLPH WKDW WKH RYHUGUDIW RFF>
ZLWKGUDZQ IURP WKH FXVWRPHUTVY DFFRXQW EDODQFH

,OWHUFKDQJH LQFRPH 7KH &RPSDQ\ HDUQV LQWHUFKDQJH IHHYV

FRQGXFWHG WKURXJK WKH 9LVD SD\PHQW QHWZRUN ,QWHUFKD
UHSUHVHQW D SHUFHQWDJH RI WKH XQGHUO\LQJ WUDQVDFWLRQ
ZLWK WKH WUDQVDFWLRQ SURFHVVLQJ VHUYLFHV SURYLGHG WR W
LQ RWKHU QRQLQWHUHVW LQFRPH DQG ZDV DQG LQ

L, OQOYHVWPHOW EURNHUDJH IHHV 7KH &RPSDQ\ HDUQV LQYHVWPHQW

LQYHVWPHQW DGYLVRU\ DQG EURNHUDJH FXVWRPHUV WR PDQDJH L
WKHLU DFFRXQWY 7KHVH IHHVY DUH SULPDULO\ HDUQHG RYHU WLP
PRQWKO\ RU TXDUWHUO\ VHUYLFHV DQG DUH JHQHUDOO\ DVVHVVH
RI DVVHWV XQGHU PDQDJHPHQW DW PRQWK HQG )HHV WKDW DI
H[HFXWLRQ VHUYLFHV DUH UHFRJQL]JHG DW WKH SRLQW LQ WLPH V
GDWH 2WKHU UHODWHG VHUYLFHV SURYLGHG LQFOXGH ILQDQFLD!
HDUQV ZKLFK DUH EDVHG RQ D IL[HG IHH VFKHGXOH DUH UHFRJ(
,QYHVWPHQW EURNHUDJH IHHV DUH LQFOXGHG LQ RWKHU QRQLQ
LQ DQG UHVSHFWLYHO\

6HIPHOW ,OIRUPDWLRQ

7KH &RPSDQ\ V UHSRUWDEOH VHJPHQW LV GHWHUPLQHG E\ WKH
GHVLJQDWHG FKLHI RSHUDWLQJ GHFLVLRQ PDNHU EDVHG XSRQ LC
SURGXFWV DQG VHUYLFHV RIIHUHG SULPDULO\ EDQNLQJ RSHUDWI
WKH OHYHO RI LQIRUPDWLRQ SURYLGHG E\ WKH FKLHI RSHUDWLQJ
WR UHYLHZ WKH SHUIRUPDQFH RI YDULRXV FRPSRQHQWV RI WKH
RSHUDWLQJ SHUIRUPDQFH SURGXFWV VHUYLFHV DQG FXVWRPHU\
PDNHU ZLOO HYDOXDWH WKH ILQDQFLDO SHUIRUPDQFH RI WKH &R
HYDOXDWLQJ UHYHQXH VWUHDPV VLJQLILFDQW H[SHQVHV DQG E
&RPSDQ\ V VHIJPHQW DQG LQ WKH GHWHUPLQDWLRQ Rl DOORFDWL(
PDNHU XVHV UHYHQXH VWUHDPV WR HYDOXDWH SURGXFW SULFL
SHUIRUPDQFH DQG HYDOXDWH UHWXUQ RQ DVVHWVY 7KH FKLHI RS
QHW LQFRPH WR EHQFKPDUN WKH &RPSDQ\ DJDLQVW LWV FRPSHWL
ZLWK PRQLWRULQJ RI EXGJHW WR DFWXDO UHVXOWY DUH XVHG LC
FRPSHQVDWLRQ /RDQV LQYHVWPHQWY DQG GHSRVLW SURGXFW
EDQNLQJ RSHUDWLRQ ,QWHUHVW H[SHQVH FUHGLW ORVV H[SHQV
UHSRUWHG RQ WKH FRQVROLGDWHG VWDWHPHQWYV RI LQFRPH SL
RSHUDWLRQ $00 RSHUDWLRQV DUH GRPHVWLF

$FFRXQWLQJ SROLFLHV IRU VHIPHQWY DUH WKH VDPH DV WKRVH G
HYDOXDWHG XVLQJ FRQVROLGDWHG QHW LQFRPH 7KH PHDVXUH
FRQVROLGDWHG EDODQFH VKHHWY DV WRWDO FRQVROLGDWHG DV\
DPRUWL]DWLRQ DV ZHOO DV H[SHQGLWXUHV RQ SUHPLVHV DQG HT
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Lk wH \RRVGVROLGDWHG 6WDWHPHQWYV
'"HFHPEHU DQG
\
VWDWHPHQWY RI FDVK IORZV
SHFHQWO\ .VVXHG $FFRXQWLQJ 3URQRXQFHPHQWYV

,Q 'HFHPEHU WKH )$6% LVVXHG $FFRXQWLQJ 6WDQGDUGYV
,PSURYHPHQWY WR ,QFRPH KB[$88VBEORYXGHV PRUH WUDQVSDUHQF
LQIRUPDWLRQ WKURXJK LPSURYHPHQWV WR LQFRPH WD[ GLVFC
UHFRQFLOLDWLRQ DQG LQFRPH WD[HV SDLG LQIRUPDWLRQ VXFlI
FDWHJRULHYVY LQ WKH UDWH UHFRQFLOLDWLRQ DQG WKH GLVDJJUH.
SbLG E\ IHGHUDO VWDWH DQG IRUHLJQ WD[HV 7KH $68 LV HIIHF
'"HFHPEHU DQRG LW GLG QRW KDYH D PDWHULDO LPSDFW RQ
VWDWHPHQWYV

,Q 1RYHPEHU WKH )$6% LVVXHG'L3ABJIRHIDWLRQ RI ,QFRPH ¢
([SHQVHXH $68 DPRQJ RWKHU WKLQJV UHTXLUHV GLVFORVXUH LQ
RI VSHFLILHG LQIRUPDWLRQ DERXW FHUWDLQ FRVWV DQG H[SHQ\
PXVW GLVFORVH WKH DPRXQWV RI HPSOR\HH FRPSHQVDWLRQ

DPRUWL]DWLRQ $ TXDOLWDWLYH GHVFULSWLRQ RI WKH DPRXQWYV
EH GLVFORVHG LI QRW GLVDJJUHJDWHG TXDQWLWDWLYHO\ $ UHOH
FDSWLRQ SUHVHQWHG RQ WKH IDFH Rl WKH LQFRPH VWDWHPHQW W
UHTXLUHG WR EH GLVFORVHG E\ WKH $68 7KH $68 DOVR UHTXLUH
VHOOLQJ H[SHQVHV DQG DQ HQWLW\YV GHILQLWLRQ RI VHOOLQJ
SHULRGV EHJLQQLQJ DIWHU 'HFHPEHU 7KH &RPSDQ\ GRHV
PDWHULDO LPSDFW RQ WKH &RPSDQ\ V FRQVROLGDWHG ILQDQFLDC

&DVK DOG 'XH IURP %DQNYV

7KH %DQN PD\ EH UHTXLUHG WR PDLQWDLQ FHUWDLQ UHVHUYHYV RI
%DQN SROLF\ 7KH %DQN KDG QR UHVHUYH UHTXLUHPHQW DV RI 'H
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

6HEXULWLHV

6HFXULWLHYVY KDYH EHHQ FODVVLILHG RQ WKH FRQVROLGDWHG EI
LQWHQW 7KH DPRUWL]HG FRVW DQG IDLU YDOXH RI GHEW VHFXUL
IROORZ

*URVYV *URVYV

$P&RRUVWV\'/']H§QUHDOL]B1©UHDOL]Hg?l';('sl;(H
6HFXULWLHY $YDLODEOH IRU6DOH *DLQV /RVVHV
6WDWH DQG PXQLFLSDO
&RUSRUDWH ERQGYV
ORUWJDJH EDFNHG DQG FROODWHUDOL]HG
PRUWJDJH REOLJDWLRQV &02V
7RWDO VHEXULWLHY DYDLODEOH IRU VDOH
*URV YV *URV YV
$PRUWLI]H gj)DLU
&R gQUHDOL]B—I@UHDOL]H DO XH

6HFXULWLHYV $YDLODEOH IRU B6DOH *DLQV /RVVHYV

8 6 7TUHDVXU\

6WDWH DQG PXQLFLSDO

&RUSRUDWH ERQGYV

ORUWJDJH EDFNHG DQG FROODWHUDOL]JHG
PRUWJDJH REOLJDWLRQV &02V

7TRWDO VHFXULWLHY DYDLODEOH IRU VDOH

7TKHUH ZDV QR $&/ RQ VHFXULWLHY DYDLODEOH IRU VDOH RU KHOG
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG
L

7KH IROORZLQJ VXPPDUL]HV WKH &RPSDQ\ V JURVV XQUHDOL]HG (
LQYHVWPHQW FDWHJRU\ DQG OHQJWK RI WLPH WKDW LQGLYLGXD
SRVLWLRQ IRU ZKLFK DQ $&/ KDV QRW EHHQ UHFRUGHG DW 'HFHPE

/HVV WKDQ PRQWKYV PRQWKV RU ORQJHU 7RW
)DLU  8QUHDO )DLU  8QUHDO )DLU  8QUHDO
9D O XH IRVV 9DOXH IRVV 9DOXH IRVV

6WDWH DQG PXQLFLSDO
&RUSRUDWH ERQGYV
ORUWJDJH EDFNHG

DQG &02V

7TRWDO

/HVV WKDQ PRQWKYV PRQWKV RU ORQJHU 7TRW
)DLU 8QUHDO )DLU 8QUHDO )DLU 8QUHDO
9DOXH /IRVV 9DOXH /IRVV 9DOXH /IRVV

8 6 7UHDVXU\

6WDWH DQG PXQLFLSDO
&RUSRUDWH ERQGYV
ORUWJDJH EDFNHG

DQG &02V

7TRWDO

7KH XQUHDOL]HG ORVVHV RQ WKH &RPSDQ\TV VHFXULWLHV DYDLOL
LQFRPH EHFDXVH PDQDJHPHQW GRHV QRW LQWHQG WR VHOO DQ
UHTXLUHG WR VHOO DQ\ RI WKH VHFXULWLHY DYDLODEOH IRU VDC
)XUWKHUPRUH WKH XQUHDOL]HG ORVVHV ZHUH GXH WR FKDQJH
FRQGLWLRQV DQG ZHUH QRW UHIOHFWLYH Rl FUHGLW HYHQWV DC
DQG LQWHUHVW SD\PHQWVY RQ WKH ERQGV 7KH &RPSDQ\JV VHFX
PXQLFLSDO FRUSRUDWH DJHQF\ EDFNHG RU JRYHUQPHQW VSRQ
PXQLFLSDO DJHQF\ EDFNHG DQG JRYHUQPHQW VSRQVRUHG HQWH
QR FUHGLW ORVVHV LQFOXGLQJ GXULQJ WLPHV RI VHYHUH VWUH
DJHQF\ JXDUDQWHHG GHEW LV EDFNHG E\ WKH 8 6 JRYHUQPHQW
VLPLODUO\ JXDUDQWHH SULQFLSDO DQG LQWHUHVW SD\PHQWYV D¢
'HSDUWPHQW RI WKH 7UHDVXU\ $GGLWLRQDOO\ JRYHUQPHQW
H[FHSWLRQDOO\ OLTXLG UHDGLO\ PDUNHWDEOH DQG SURYLGH D
SULFH SDULW\ LQGLFDWLQJ D SHUFHSWLRQ RI JHUR FUHGLW ORYV
RUJDQL]DWLRQV LQ ZKLFK WKH &RPSDQ\ KDV KLVWRULFDOO\ QRW
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

7KH IROORZLQJ WDEOH SUHVHQWY JURVYV UHDOL]HG JDLQV DQG OfF
WKH \HDUV HQGHG '"HFHPEHU

URFHHGYV IURP VDOHYV

*URVYV UHDO
*URVYVY UHDOL

1HW UHDOL]HG ORVYV

$W 'HFHPEHU DQG VHFXULWLHYV ZLWK D IDLU YDOXH R
UHVSHFWLYHO\ ZHUH SOHGJHG WR VHFXUH FHUWDLQ ERUURZLQ.
SHUPLWWHG E\ ODZ

7KH DPRUWL]J]HG FRVW DQG IDLU YDOXH RI VHFXULWLHYVY E\ FRQWUD

$YDLODEOH IRU 6DOH

$PRUWL]HG )DLU
&RVW 9DOXH

:LWKLQ \HDU

2YHU \HDU WKURXJK \HDUV
2YHU \HDUV WKURXJK \HDUYV
2YHU \HDUYV

ORUWJIJDJH EDFNHG VHFXULWLHYVY DQG &02V DUH DOORFDWHG DPRQJ
WKHLU ILQDO PDWXULW\ GDWHYV

2WKHU , OYHVWPHQWYV

7KH IROORZLQJ WDEOH VXPPDUL]JHV DQG &02V WKH FRVW DQG HV'
RWKHU LQYHVWPHQWY RQ '"HFHPEHU

Ryy SQUHDOLIB@GUHDOLIHGDLU
== *DLQV /RVVHV  9DOXH

2ZWKHU LQYHVWPHQWYV
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L
7KH IROORZLQJ WDEOH VXPPDUL]J]HV WKH FRVW DQG HVWLPDWH
LQYHVWPHQWY DW 'HFHPEHU

8QUHDOL]B@UHDOL]HGDLU

&RVW *DLQV /IRVVHV  9DOXH
2WKHU LQYHVWPHQWYV
JRU WKH \HDUV HQGHG 'HFHPEHU DQG WKH &RPSDQ\ UHF
JDLQV RI DQG UHVSHFWLYHO\ GXH WR WKH FKDQJI

LOQYHVWPHQWY 7KHVH ORVVHV DQG JDLQV KDYH EHHQ SUHVHQW
H[SHQVH RQ WKH FRQVROLGDWHG VWDWHPHQWYV RI LQFRPH

/IRDQV
$ VXPPDU\ RI WKH ORDQ EDODQFHV E\ VHIJPHQW DUH DV IROORZV
ORUWJDJH ORDQV RQ UHDO HVWDWH

5HVLGHQWLDO IDPLO\
&RPPHUFLDO

&RPPHUFLDO
&RQVXPHU

6 XEWRWDO

[HVV $OORZDQFH IRU FUHGLW ORVVHYV
$GG 1HW GHIHUUHG ORDQ FRVWYV

IRDQV QHW

7KH &RPSDQ\ PDQDJHV LWV ORDQ SRUWIROLR SURDFWLYHO\ WR HII
WUHQGYVY HDUO\ LPSOHPHQW HIIHFWLYH ZRUN RXW VWUDWHJILHV I
,Q DGGLWLRQ WKH &RPSDQ\ FRQWLQXRXVO\ UHDVVHVVHV LWV XQ
ULVN SRVHG E\ FKDQJHV LQ HFRQRPLF FRQGLWLRQV )RU SXUSRVI
&RPSDQ\ GLVDJJUHJDWHYV LWV ORDQV LQWR SRUWIROLR VHJIJPHQW)\
ULVN FKDUDFWHULVWLFV WKDW DUH FRQVLGHUHG ZKHQ GHWHUPL
'"HFHPEHU DQG '"HFHPEHU WKH &RPSDQ\fV ORDQ SRUWI
EDVHG RQ WKH XQLTXH ULVN FKDUDFWHULVWLFV RI HDFK LQFOXGI

&RPPHUELU/ROQV LQ WKLV VHIPHQW DUH PDGH WR EXVLQHVVHV DQ
VHFXUHG E\ DVVHWV RI WKH HQWLW\ )RU ORDQV PDGH WR EXVLQH
IORZV RI WKH EXVLQHVV $ ZHDNHQHG HFRQRP\ DQG UHVXOWDQ
LQIOXHQFH WKH FUHGLW TXDOLW\ RI WKHVH ORDQV )RU ORDQV P
GHSHQGHQW RQ WD[HV RU RWKHU IXQGV FROOHFWHG E\ WKH PXQlI
EH PLQLPDO ULVN VXUURXQGLQJ WKH FUHGLW TXDOLW\ RI PXQLFL
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'"HFHPEHU DQG
L
&RPPHUFLDO UHDMRMYWR@YHVKLY VHIPHQW DUH SULPDULO\ LQFR
SURSHUWLHV RFFXSLHG E\ EXVLQHVVHV 7KH XQGHUO\LQJ FDVK

DGYHUVHO\ LPSDFWHG E\ D GRZQWXUQ LQ WKH HFRQRP\ DV HYLG
JHQHUDO VORZGRZQ LQ EXVLQHVV ZKLFK LQ WXUQ ZLOO LQIOXHC

SHVLGHQWLDO:*tURDQWV® WKHY VHIPHQW DUH FROODWHUDOL]HG E'
HVWDWH DQG UHSD\PHQW LV GHSHQGHQW RQ WKH FUHGLW TXDOLW
RI WKH HFRQRP\ LQFOXGLQJ XQHPSOR\PHQW UDWHY DQG KRXVLQJ
WKLV VHIPHQW

&RQVXRPHAHSD\PHQW RI ORDQV LQ WKLV VHIJIPHQW LV JHQHUDOO\ G
LQGLYLGXDO ERUURZHU

7KH IROORZLQJ WDEOH VXPPDUL]HV FKDQJHV LQ WKH $&/ E\ SR
'"HFHPEHU

&RPPHUFLDO S5HVLGHQWLDO
&RPPHUFLD®DO (VWDWHDO (VWDWRIQVXPHU 7RWDO

$OORZDQFH IRU FUHGLW ORVVHV
%HJLQQLQJ EDODQFH
3URYLVLRQ IRU UHGXFWLRQ RI
ORDQ ORVVHV
IRDQV FKDUJHG RII
5SHFRYHULHV RI ORDQV
SUHYLRXVO\ FKDUJHG_RII

(QGLQJ EDODQFH

7KH IROORZLQJ WDEOH VXPPDUL]JHV FKDQJHV LQ WKH $&/ E\ SR
'"HFHPEHU

&RPPHUFLDO S5HVLGHQWLDO
&RPPHUFLDB®DO (VWDWHDO (VWDWRIQVXPHU 7RWDO

$OORZDQFH IRU FUHGLW ORVVHV
%HJLQQLQJ EDODQFH
3URYLVLRQ IRU UHGXFWLRQ RI
ORDQ ORVVHYV
/IRDQV FKDUJHG RII
SHFRYHULHV RI ORDQV

SUHYLRXVO\ FKDUJHG_RI1I

(QGLQJ EDODQFH
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

7R IXUWKHU LGHQWLI\ ORDQV ZLWK VLPLODU ULVN SURILOHV WK}
LQWR FODVVHV E\ FUHGLW ULVN FKDUDFWHULVWLF DQG DSSOLH
VHIPHQW ,Q JHQHUDO ULVN UDWLQJY DUH DGMXVWHG SHULRGLF
DQG UHYLHZ ZDUUDQWYV 7KLV SURFHVV PD\ LQFOXGH EXW LV QRW
SHULRGLF UHYLHZV RI ORDQ SHUIRUPDQFH PHWULFV VXFK DV GH
DGYHUVHO\ ULVN UDWHG ORDQYV

&RPPHUFLDO &RPPHUFLDO DQG &RPPHUFLDO 5HDO (VWDWH

7KH FRPPHUFLDO SRUWIROLR LV FORVHO\ PRQLWRUHG IRU TXDOL
FXUUHQW LQIRUPDWLRQ VXUURXQGLQJ WKH IDFWV DQG FLUFXPVW
DVVLIJQHG &UHGLW UDWLQJV DUH GHHPHG WR EH D SHUIRUPLQ.
DQG LV FRQVLGHUHG SDVV 7KH UDWLQJV DUH IXUWKHU PHDVX
VXEVWDQGDUG + GRXEWIXO DQG + ORVV (DFK RI WKHVH UD
FLUFXPVWDQFHV VXUURXQGLQJ WKH ORDQ WKDW ZRXOG FDXVH D
WKH UDWLQJ SURJUHVVHY GRZQ WKH VFDOH D KLJKHU UHVHUYH IR
PHQWLRQHG

/IRDQV UDWHG /IRDQV LQ WKLV FDWHJRU\ LQFOXGH PXQLFLSDOL
SULPDULO\ HQJDJHG LQ SURYLGLQJ JHQHUDO VXSSRUW IRU JRY
SURJUDPYV

/JRDQV UDWHG JRDQV LQ WKLV FDWHJRU\ LQFOXGH ERUURZHUYV
FRQVLVWHQWO\ VWURQJ ILQDQFLDO FRQGLWLRQ DV HYLGHQFHG E
$GGLWLRQDOO\ ORDQV VHFXUHG E\ FDVK FROODWHUDO RU SUR
FRQVLGHUHG UDWHG

/IRDQV UDWHG 7TKHVH ORDQV LQFOXGH ERUURZHUV WKDW KDYH
EXW HLWKHU WKH ILQDQFLDO FRQGLWLRQ PDQDJHPHQW RU LQC

IRDQV UDWHG 7TKHVH ORDQV LQFOXGH ERUURZHUV WKDW KDYH D
LQ WKLV FDWHJRU\ DUH VRXQG WKH\ GR FDUU\ D KLJKHU ULVN
RFFDVLRQDO PRGHUDWH ORVVHYV

/IRDQV UDWHG 7KHVH ORDQV DUH FRQVLGHUHG 3ZDWFK OLVW ~
WKDW ZKLOH FUHGLWZRUWK\ H[KLELW VRPH FKDUDFWHULVWLFV
RITLFHU 7KLV LV WKH ORZHVW SHUPLVVLEOH UDWLQJ IRU D QHZ O
DV DQ\ GHWHULRUDWLRQ PD\ EH FDXVH IRU SURPSW UH UDWLQJ WI
EH PDQDJHPHQW SUREOHPV LQGXVWU\ VWUHVV ILQDQFLDO GHWH
IORZ KLJKO\ F\FOLFDO LQGXVWULHV RU DQ\ RWKHU DUHD WKDW Z
UHSD\ WKH REOLJDWLRQ LQ IXOO RQ D WLPHO\ EDVLV

/IRDQV UDWHG /IRDQV LQ WKLV FDWHJRU\ DUH FRQVLGHUHG 3VSHF
SURWHFWHG EXW PD\ KDYH SRWHQWLDO ZHDNQHVVHV ZKLFK PD\ Z
WKH %DQNYY FUHGLW SRVLWLRQ DW VRPH IXWXUH GDWH

/IRDQV UDWHG /IRDQV LQ WKLV FDWHJRU\ DUH FRQVLGHUHG 3\
LQDGHTXDWHO\ SURWHFWHG E\ WKH FXUUHQW QHW ZRUWK DQG
FROODWHUDO SOHGJHG LI DQ\ $VVHWV VR FODVVLILHG RIWHQ KI
WKH OLTXLGDWLRQ RI WKH GHEW 7KH\ DUH FKDUDFWHUL]JHG E\ WK
VRPH ORVV LI WKH GHILFLHQFLHY DUH QRW FRUUHFWHG
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'"HFHPEHU DQG

L

/JRDQV UDWHG /RDQV LQ WKLV FDWHJRU\ DUH FRQVLGHUHG 3GRXE
WKH ZHDNQHVVHV LQKHUHQW LQ RQH FODVVLILHG VXEVWDQGDU
ZHDNQHVVHV PD\ PDNH FROOHFWLRQ RU OLTXLGDWLRQ LQ IX0OO0 KL
FXUUHQWO\ H[LVWLQJ IDFWV FRQGLWLRQV DQG YDOXHV 7KH SRV
RI FHUWDLQ LPSRUWDQW DQG UHDVRQDEO\ VSHFLILF SHQGLQJ ID]
VWUHQJIJWKHQLQJ WKH DVVHW LWV UDWLQJ DV LV GHIHUUHG XQ
3HQGLQJ IDFWRUV LQFOXGH SURSRVHG PHUJHU DFTXLVLWLRQ R
SHUIHFWLQJ OLHQV RQ DGGLWLRQDO FROODWHUDO DQG UHILQDQ

/IRDQV UDWHG /IRDQV LQ WKLV FDWHJRU\ DUH FRQVLGHUHG 3ORV'
SUDFWLFDO RU GHVLUDEOH WR GHIHU ZULWLQJ RIIl WKH EDVLFDO
PD\ EH DIIHFWHG LQ WKH IXWXUH

&ROQVXPHU DQG SHVLGHQWLDO )DPLO\

7KHVH ORDQV DUH EURNHQ RXW DV HLWKHU SDVV RU VXEVWDQGDU
ZKHQ LW EHFRPHV GD\V SDVW GXH RU XQGHU FHUWDLQ FLUFXPYV
wD[ OLHQV +LJKHU UHVHUYHVY DUH DOORFDWHG WR VXEVWDQGDU
SUREDELOLW\ RI ORVV

%DVHG RQ WKH PRVW UHFHQW DQDO\VLV SHUIRUPHG WKH ULVN
IROORZV DV RI '"HFHPEHU

7HUP /RDQV $PRUWL]JHG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU

5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]H &RQYHUWHG WR
3ULRU %DVLV 7THUP 7RWDO

&RPPHUFLDO UHDO HVWDWH

5LVN UDWLQJ
3DVV *UDGHG

6SHFLDO PHQWLRQ
6XEVWDQGDUG
"RXEWIXO
IRVV

7RWDO FRPPHUFLDO

UHDO HVWDWH

&RPPHUFLDO UHDO HVWDWH
&XUUHQW SHULRG JURVV
ZULWH RIIV
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

7HUP /RDQV $PRUWL]HG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU

S5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWLI]H &RQYHUWHG WR
3ULRU %DVLV 7THUP 7RWDO

&RPPHUFLDO
5LVN UDWLQJ
3DVV *UDGHG
6SHFLDO PHQWLRQ
6XEVWDQGDUG
"RXEWIXO

IRVV

7TRWDO FRPPHUFLDO

&RPPHUFLDO
&XUUHQW SHULRG JURVV
ZULWH RIIV

7HUP /RDQV $PRUWL]HG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU

5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]HG &RVW  &RQYHUWHG WR
3ULRU %DVLV THUP TRWDO

5HVLGHQWLDO UHDO HVWDWH

3DVV

6XEVWDQGDUG
7TRWDO UHVLGHQWLDO
UHDO HVWDWH

5HVLGHQWLDO UHDO HVWDWH
&XUUHQW SHULRG JURVV

ZULWH RIIV
7THUP /RDQV $PRUWLIHG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU
5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]HG &RVW  &RQYHUWHG WR
. . o . . 3ULRU %DVLYV THUP 7RWDO
&RQVXPHU
3DVV
6XEVWDQGDUG

7TRWDO FRQVXPHU

&RQVXPHU
&XUUHQW SHULRG JURVYV
ZULWH RIIV
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

%DVHG RQ WKH PRVW UHFHQW DQDO\VLV SHUIRUPHG WKH ULVN |
IROORZV DV RI '"HFHPEHU

7HUP /RDQV $PRUWL]HG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU

5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]H &RQYHUWHG WR
o o o o 3ULRU %DVLV 7HUP 7RWDO
&RPPHUFLDO UHDO HVWDWH
5LVN UDWLQJ
3DVV *UDGHG
6SHFLDO PHQWLRQ
6XEVWDQGDUG
"RXEWIXO
IRVV
7RWDO FRPPHUFLDO
UHDO HVWDWH

&RPPHUFLDO UHDO HVWDWH
&XUUHQW SHULRG JURVYV
ZULWH RIIV

7HUP /RDQV $PRUWL]HG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU

5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]H  &RQYHUWHG WR
3ULRU %DVLV 7HUP 7RWDO

&RPPHUFLDO
5LVN UDWLQJ
3DVV *UDGHG
6SHFLDO PHQWLRQ
6XEVWDQGDUG
'RXEWIXO

IRVV

7TRWDO FRPPHUFLDO

&RPPHUFLDO
&XUUHQW SHULRG JURVV
ZULWH RIIV
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG
L

7HUP /RDQV $PRUWL]HG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU

5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]H &RQYHUWHG WR
3ULRU %DVLV THUP 7RWDO

5HVLGHQWLDO UHDO HVWDWH

3DVV
6XEVWDQGDUG
7TRWDO UHVLGHQWLDO
UHDO HVWDWH

5HVLGHQWLDO UHDO HVWDWH
&XUUHQW SHULRG JURVYV

ZULWH RIIV
7HUP /RDQV $PRUWL]HG &RVW %DVLV E\ 2ULJLQDWLRQ <HDU
5HYROYLQJ /RDQV 5HYROYLQJ /RDQV
$PRUWL]H &RQYHUWHG WR
3ULRU %DVLV 7THUP 7RWDO
&RQVXPHU
3DVV
6XEVWDQGDUG
7RWDO FRQVXPHU
&RQVXPHU
&XUUHQW SHULRG JURVV .
ZULWH RIIV U

U
7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRUWL]HG FRVW EDVLV R

3DVW 'XH
IRQDFFUXDO ZLWK 'D\V RU
1R $OORZDQFH 7TRWDO *UHDWHL
IRU &UHGLW /RVYRQDFFUXDO $SFFUXLQJ

"HF -DQ "HF "HF

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH

SHVLGHQWLDO UHDO HVWDWH
&RQVXPHU

7TRWDO

=1}
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'HFHPEHU DQG
L
7KH &RPSDQ\ UHFRJQL]HG RI LQWHUHVW LQFRPH RQ FRP
RI LQWHUHVW LQFRPH RQ FRPPHUFLDO UHDO HVWDWH QRQ

'"HFHPEHU

7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRUWL]HG FRVW EDVLV R

3DVW "XH
IRQDFFUXDO ZLWK ‘'D\V RU
1R $OORZDQFH 7TRWDO *UHDWHU D
IRU &UHGLW /RVYROQDFFUXDO $FFUXLQJ

'HF -DQ '"HF 'HF

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH

&RQVXPHU

7TRWDO

7KH &RPSDQ\ UHFRJQL]HG RI LQWHUHVW LQFRPH RQ FRPPHU
RI LOWHUHVW LQFRPH RQ UHVLGHQWLDO UHDO HVWDWH QRQDFFU)>

$ ORDQ LV FRQVLGHUHG WR EH SDVW GXH RQFH LW LV GD\V FR
WKH DJUHHPHQW 7KH IROORZLQJ WDEOH SUHVHQWY DQ DJLQJ DQI

'D\V 'D\V 'D\V 7TRWDO 7TRWEL
3DVW 'XH 3DVW 'XHDQG *UHDW3H DWW 'XH &XUUHQW /RDQV

&RPPHUFLDO
&RPPHUFLDO UHDO
HVWDWH
5HVLGHQWLDO UHDO
HVWDWH
&RQVXPHU
7TRWDO
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L
7KH IROORZLQJ WDEOH SUHVHQWY DQ DJLQJ DQDO\VLV RI ORDQV L

'D\V 'D\V 'D\V 7TRWDO 7TRWDO
3DVW 'XH 3DVW 'XHDQG *UHDWIHIWW 'XH &XUUHQW /RDQV

&RPPHUFLDO
&RPPHUFLDO UHDO
HVWDWH
5HVLGHQWLDO UHDO
HVWDWH
&RQVXPHU
7TRWDO

7KH IROORZLQJ WDEOH SUHVHQWYVY WKH DPRUWL]HG FRVW EDVLV R
E\ FROODWHUDO W\SH

SHDO (VWDW2HWKHU 7TRWDO

&RPPHUFLDO

&RPPHUFLDO UHDO HVWDWH

SHVLGHQWLDO UHDO HVWDWH

&RQVXPHU
7TRWDO

7KH IROORZLQJ WDEOH SUHVHQWYVY WKH DPRUWL]HG FRVW EDVLV R
E\ FROODWHUDO W\SH

5HDO (VWDWHVKHU 7TRWDO

&RPPHUFLDO

&RPPHUFLDO UHDO HVWDWH

SHVLGHQWLDO UHDO HVWDWH

&RQVXPHU
7TRWDO

&ROODWHUDO GHSHQGHQW ORDQV DUH ORDQV IRU ZKLFK WKH
VXEVWDQWLDOO\ E\ WKH XQGHUO\LQJ FROODWHUDO DQG WKHUH |
UHSD\PHQW

2FFDVLRQDOO\ WKH &RPSDQ\ PRGLILHV ORDQV WR ERUURZHUV LG
IRUJLYHQHVYV WHUP H[WHQVLRQ DQ RWKHU WKDQ LQVLJQLILFDQ\

n U
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L
KHQ SULQFLSDO IRUJLYHQHVV LV SURYLGHG WKH DPRXQW RI IRU.
,Q VRPH FDVHV WKH &RPSDQ\ SURYLGHV PXOWLSOH W\SHV RI FRQF
RI FRQFHVVLRQ VXFK DV D WHUP HWHQVLRQ LV JUDQWHG LQLWL
ILQDQFLDO GLIILFXOW\ DQRWKHU FRQFHVVLRQ VXFK DV SULQFLS|
LQFOXGHG LQ WKH 3FRPELQDWLRQ™ FROXPQ EHORZ PXOWLSOH W\
VDPH ORDQ ZLWKLQ WKH FXUUHQW UHSRUWLQJ SHULRG 7KH FRPEI

HIWHQVLRQ SULQFLSDO IRUJLYHQHVV DQ RWKHU WKDQ LQVLJQLI
UHGXFWLRQ

7KH IROORZLQJ WDEOHV SUHVHQW WKH DPRUWL]HG FRVW EDVLV R
GLIILFXOW\ DQG PRGLILHG GXULQJ WKH \HDUV HQGHG 'HFHPEHU

PRGLILFDWLRQ 7KH SHUFHQWDJH RI WKH DPRUWL]HG FRVW EDVLYV
ILQDQFLDO GLVWUHVV DV FRPSDUHG WR WKH DPRUWL]HG FRVW ED\
DUH GHHPHG WR EH WKH VDPH DV WKH &RPSDQ\YfV SRUWIROLR VHJ

<HDU HQGHG 'HFHPEHU

&RPELQDWLRQ 3D\PHQW 7RWDC
3D\PHQW '"HOD\ DQG 7HUP 7RWDO RI )L
"HOD\ (IWHQVLRQ ORGLILFDWLREQW HLYDEOH

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU
7RWDO

<HDU HQGHG 'HFHPEHU
&RPELQDWLRQ 3D\PHQW

&RPELQDWLRQ '"HOD\ 7HUP
3D\PHQW 'HOD\ DQG (IWHQVLRQ DQG 7R\
7HUP ,QWHUHVW 5DWH 7RWDO RI)

([ WHQVLRQ B5HGXFWLRQ ORGLILFDWLREQM HLYDEOH

&RPPHUFLDO

&RPPHUFLDO UHDO HVWDWH

S5HVLGHQWLDO UHDO HVWDWH

&RQVXPHU
7TRWDO

7TKH &RPSDQ\ KDV QRW FRPPLWWHG WR OHQGLQJ DGGLWLRQDO DI
SUHYLRXV WDEOHYV
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

7KH &RPSDQ\ FORVHO\ PRQLWRUV WKH SHUIRUPDQFH Rl ORDQV WKI
ILQDQFLDO GLIILFXOW\ WR XQGHUVWDQG WKH HIITHFWLYHQHVV R
SUHVHQWY WKH SHUIRUPDQFH RI VXFK ORDQV WKDW KDYH EHHQ
'"HFHPEHU

*UHDWHU 7KDQ
'D\V + 'D\V 'D\V
3DVW 'XH _3DVW 'XH_3DVW '"XARWDO 3DVW 'X

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
S5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU

7TRWDO

7KH IROORZLQJ WDEOH SUHVHQWYVY WKH SHUIRUPDQFH RI VXFK ORI
PRQWKYV DV RI '"HFHPEHU

*UHDWHU 7KDQ
'‘D\V + '‘D\V 'D\V
3DVW 'XH _3DVW 'XH_3DVW 'XARWDO 3DVW 'X

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH

5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU

7TRWDO

=1}
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

7KH IROORZLQJ WDEOH SUHVHQWYVY WKH ILQDQFLDO HIIHFW RI W
ERUURZHUV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\ IRU WKH \HDU H

HLIKWHG "HLIKWHG
$YHUDJH $YHUDJH
7THUP 3D\PHQW
([ WHQVLRQ'HOD\
&RPPHUFLDO PRQWKYV PRQWKYV

&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU

7KH IROORZLQJ WDEOH SUHVHQWYV WKH ILQDQFLDO HIIHFW RI W
ERUURZHUV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\ IRU WKH \HDU H

"HLJKWHG
"HLJKWHG $YHUDJH "HLJKWHG
$YHUDJH L QWHUHVW $YHUDJH

7HUP 5DWH 3D\PHQW
([ WHQVLREHGXFWLRQ 'HOD\

&RPPHUFLDO PRQWKYV PRQWK\

&RPPHUFLDO UHDO HVWDWH

5HVLGHQWLDO UHDO HVWDWH PRQWKYV

&RQVXPHU PRQWKYV PRQWKYV

7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRUWL]JHG FRVW EDVLV R
\HDU HQGHG 'HFHPEHU DQG ZHUH PRGLILHG LQ WKH WZHO
ERUURZHUV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\

&RPELQDWLRQ 3D\PHQW &RPELQDWLRQ 3D\PHQW

3D\PHQW '"HOD\ DQG 7HUP '"HOD\ 7HUP ([WHQVLRQ
'HOD\ (I WHQVLRQ 5DWH 5HGXFWLRQ7RWDO

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU

7TRWDO

=1}
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L
7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRUWL]HG FRVW EDVLV R

\HDU HQGHG 'HFHPEHU DQG ZHUH PRGLILHG LQ WKH WZHO
ERUURZHUV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\

&RPELQDWLRQ 3D\PHQW
&RPELQDWLRQ 3D\PHQW 'HOD\ 7HUP ([WHQVLRQ

'"HOD\ DQG 7HUP DQG ,QWHUHVW 5DWH
([ WHQVLRQ 5HGXFWLRQ 7RWDO

&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU

TRWDO

8SRQ WKH &RPSDQ\TV GHWHUPLQDWLRQ WKDW D PRGLILHG ORDQ R
GHHPHG XQFROOHFWLEOH WKH ORDQ RU D SRUWLRQ RI WKH ORDQ
RI WKH ORDQ LV UHGXFHG E\ WKH XQFROOHFWLEOH DPRXQW DQG W

7KH &RPSDQ\ WDNHV D FRQVHUYDWLYH DSSURDFK LQ FUHGLW ULV
FRPPXQLW\ OHQGLQJ DQG UHLQYHVWLQJ ZRUNLQJ FORVHO\ ZLWK
DVVLVW LQ ORDQ UHSD\PHQW RU WHUP PRGLILFDWLRQV ZKHQ DSSUF

$V RI '"THFHPEHU WKHUH ZHUH WZR PRUWJDJH ORDQV KDYLQJ I
E\ UHVLGHQWLDO UHDO HVWDWH LQ WKH SURFHVYV RI IRUHFORVXUH C
RI IRUHFORVXUH WRWDOLQJ $V Rl '"HFHPEHU WKHUH
EDODQFH RI FROODWHUDOL]J]HG E\ UHVLGHQWLDO UHDO HVWDV

7TKH %DQN ZDV VHUYLFLQJ IRU RWKHUV PRUWJDJH ORDQV RI DSSUR]
'"HFHPEHU DQG UHVSHFWLYHO\

7KH EDODQFH RI PRUWJDJH VHUYLFLQJ ULJKWY LQFOXGHG LQ RWKHL
DQG UHVSHFWLYHO\ 7KHUH ZHUH QR PRUWJDJH VHUYLFL(
VHUYLFLQJ ULJKWYV RI DQG ZHUH DPRUWL]HG GXULQJ

=1}
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

%DON B3UHPLVHY DQG (TXLSPHQW

$ VXPPDU\ RI WKH FRVW DQG DFFXPXODWHG GHSUHFLDWLRQ RI ED!

/IDQG

%XLOGLQJV

5LJKW RI XVH DVVHWYV
(TXLSPHQW

/IHDVHKROG LPSURYHPHQWYV

$FFXPXODWHG GHSUHFLDWLRQ

/[HDVHV

7KH &RPSDQ\ KDV RSHUDWLQJ OHDVHV SHUWDLQLQJ WR EDQN SUH
\HDUV /HDVHV DUH FODVVLILHG DV RSHUDWLQJ RU ILQDQFH OH
7KH &RPSDQ\ GRHV QRW KDYH DQ\ ILQDQFH OHDVHV /HDVH HI[SI
UHFRJQL]J]HG RQ D VWUDLJKW OLQH EDVLV RYHU WKH OHDVH WHUP
ULJKW WR XVH DQ XQGHUO\LQJ DVVHW IRU WKH OHDVH WHUP DQ
REOLJDWLRQ WR PDNH OHDVH SD\PHQWYV DULVLQJ IURP WKH OHDYV
DUH UHFRJQL]HG DW WKH OHDVH FRPPHQFHPHQW GDWH EDVHG R
SD\PHQWY RYHU WKH OHDVH WHUP LQFOXGLQJ UHQHZDO RSWLRQV

7KH &RPSDQ\ XVHV LWV LQFUHPHQWDO ERUURZLQJ UDWH DW OHDV
YDOXH RI OHDVH SD\PHQWYV ZKHQ WKH UDWH LPSOLFLW LQ D OHDV
ERUURZLQJ UDWH LV EDVHG RQ WKH )+/% DPRUWL]LQJ DGYDQFH UL
IDFWRUV 7KH ZHLJKWHG DYHUDJH GLVFRXQW UDWH IRU RSHUDWL
ZDV

5LJKW RI XVH DVVHWV DQG OHDVH OLDELOLWLHV E\ OHDVH W\¢
FODVVLILFDWLRQVY DV RI '"HFHPEHU ZHUH DV IROORZYV

%DODQFH 6KHHW &ODVVLILFDWLRQ
5LIKW RI XVH DVVHWYV

2SHUDWLQJ OHDVHYV %DQN SUHPLVHY DOG HTXLSPHOW

/HDVH OLDELOLWLHV
2SHUDWLQJ OHDVHYV $FFUXHG H[SHOVHY DOG RWKHU OLDELOLWI

n U
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L

7KH FRPSRQHQWYV RI OHDVH H[SHQVH ZHUH DV IROORZV IRU WKH \}

2SHUDWLQJ OHDVH FRVW

&DVK SDLG IRU DPRXQWY LQFOXGHG LQ WKH PHDVXUHPHQW RI OHI
IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\

7KH ZHLJKWHG DYHUDJH UHPDLQLQJ OHDVH WHUP IRU RSHUDWLQ
'"HFHPEHU DQG UHVSHFWLYHO\

JXWXUH OHDVH SD\PHQWV IRU RSHUDWLQJ OHDVHV ZLWK LQLWLDO
DUH DV IROORZV

7TKHUHDIWHU
7TRWDO XQGLVFRXQWHG OHDVH SD\PHQWYV

IHVV PSXWHG LQWHUHVW
1HW OHDVH OLDELOLW\

'HSRVLWYV
2Q '"HFHPEHU WKH VFKHGXOHG PDWXULWLHV RI FHUWLILFDW

&HUWLILFDWHY RI GHSRVLW DFFRXQWYV LQ GHQRPLQDWLRQV WKDW
ZHUH DQG RQ 'HFHPEHU DQG UHVSHFWL

n U
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L
SGYDOQFHV IURP )+/% DQG 2WKHU %RUURZLQJV

3IXUVXDQW WR FROODWHUDO DJUHHPHQWYV ZLWK WKH )+/% DGYD!
)+/% TXDOLI\LQJ ILUVW PRUWJDJHV FRPPHUFLDO UHDO HVWDWH
DYDLODEOH IRU VDOH

J)LIHG UDWH DGYDQFHV RI RQ '"HFHPEHU DQG PDW)
'"HFHPEHU DQG WKH LQWHUHVW UDWHYVY RQ IL[HG UDWH
SHUFHQW 2Q 'HFHPEHU DQG WKH ZHLJKWHG DYHUDJI
DGYDQFHYV ZDV SHUFHQW

7KH FRQWUDFWXDO PDWXULWLHY RI DGYDQFHVY RQ '"HFHPEHU

2Q '"HFHPEHU DQG WKH &RPSDQ\ DOVR KDG DYDL
OLQH RI FUHGLW ZLWK WKH )+/% 7KHUH ZHUH QR DGYDQFHV RX
'"HFHPEHU DQG

2Q '"HFHPEHU DQG WKH &RPSDQ\ DOVR KDG DYDL
ZLWK RWKHU EDQNV ZKLFK ZHUH LQ DGGLWLRQ WR WKH )+/% OL
RXWVWDQGLQJ XQGHU WKHVH OLQHV RI FUHGLW ZLWK RWKHU EDQ

7KH %DQN DOVR KDV D OLQH Rl FUHGLW ZLWK WKH )HGHUDO 5HVF
WKH 3URJUDP 7KH 3URJUDP RIIHUV RYHUQLJKW FROODWHUDOL]H
2Q 'HFHPEHU DQG WKH DPRXQWV RI DYDLODEOH ERUU
UHVSHFWLYHO\ 7KHUH ZHUH QR IXQGV RXWVWDQGLQJ R

DQG

&DSLWDO 7TUXVW 6HFXULWLHYV

2Q 2ZFWREHU WKH &RPSDQ\ VSRQVRUHG WKH FUHDWLRQ RI .I
D VWDWXWRU\ EXVLQHVV WUXVW FUHDWHG XQGHU WKH ODZV RI 'F
WKH FRPPRQ VHFXULWLHV RI WKH 7UXVW ,, 2Q 2FWREHU W k
IORDWLQJ UDWH SOXV PDUJLQ &DSLWDO 6HFXULWLHV WKH &l
VHFXULWLHY WKH 7UXVW 6HFXULWLHY ,, WKH SURFHHGV IURP ZK
&RPSDQ\ V FDSLWDO FRQWULEXWLRQ IRU WKH &RPPRQ G6HI
DJJUHJDWH SULQFLSDO DPRXQW RI WKH &RPSDQ\ V /,%25 IORDWLC
'"HIHUUDEOH ,QWHUHVW '"HEHQWXUHY GXH 2FWREHU WKH 'H
DVVHWYV RI WKH 7UXVW ,, 7KH &RPSDQ\ KDV WKURXJK WKH '"HFODU
., WKH &RPPRQ 6HFXULWLHYV ,, DQG &DSLWDO 6HFXULWLHYV ,, *XDU
UHODWHG ,QGHQWXUH WDNHQ WRJHWKHU IXOO\ LUUHYRFDEO\ D
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'"HFHPEHU DQG

L
REOLIJDWLRQV XQGHU WKH 7UXVW 6HFXULWLHYV ,,
2Q '"HFHPEHU WKH &RPSDQ\ VSRQVRUHG WKH FUHDWLRQ RI
D VWDWXWRU\ EXVLQHVV WUXVW FUHDWHG XQGHU WKH ODZV |
RI WKH FRPPRQ VHFXULWLHV RI WKH 7UXVW ,,, 2Q '"HFHPEHU
/,%25 IORDWLQJ UDWH SOXV PDUJLQ &DSLWDO 6HFXULWLHV
FRPPRQ VHFXULWLHYV WKH 7UXVW 6HFXULWLHYV ,,, WKH SURFHH(
DORQJ ZLWK WKH &RPSDQ\ V FDSLWDO FRQWULEXWLRQ IRU

DJJUHJDWH SULQFLSDO DPRXQW RI WKH &RPSDQ\ V /,%25

6XERUGLQDWHG 'HIHUUDEOH ,QWHUHVW 'HEHQWXUHV GXH -DQXI
FRQVWLWXWH WKH VROH DVVHWV RI WKH 7UXVW ,,, 7KH &RPSDQ\
HVWDEOLVKHG WKH 7UXVW ,,, WKH &RPPRQ 6HFXULWLHYV ,,, DQG &l

WKH "HEHQWXUHY DQG D UHODWHG ,QGHQWXUH WDNHQ WRJHWI
JXDUDQWHHG DOO RI WKH 7UXVW ,,, V REOLIDWLRQV XQGHU WKH 7

7TKH 7UXVW ,, DQG 7UXVW ,,, ERWK FRQYHUWHG WR WKH HTXLYDOH
ZKLOH PDLQWDLQLQJ WKH VDPH PDUJLQ

,QFRPH 7D[HYV
$OORFDWLRQ RI IHGHUDO DQG VWDWH LQFRPH WD[HV EHWZHHQ FX

&XUUHQW WD[ SURYLVLRQ
YJHGHUDO

6WDWH

'"HIHUUHG IHGHUDO WD[ EHQHILW
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG
L
7KH LQFRPH WD[ SURYLVLRQ GLIIHUV IURP WKH H[SHQVH WKDW ZR
UDWHV WR LQFRPH EHIRUH LQFRPH WD[HV DV IROORZV

&RPSXWHG WD[ H[SHQVH

,QFUHDVH UHGXFWLRQ LQ LQFRPH WD[HV UHVXOWLQJ IURP
6WDWH WD[HV QHW RI IHGHUDO EHQHILW
IRQWD[DEOH RU QRQGHGXFWLEOH LWHPV
7D[ H{HPSW LQWHUHVW
,QFRPH IURP OLIH LQVXUDQFH
7D[ FUHGLWYV
(PSRZHUPHQW JRQH FUHGLW QHW RI H[SHQVH
/IRZ LQFRPH KRXVLQJ WD[ FUHGLWYV
+LVWRULFDO UHKDELOLWDWLRQ WD[ FUHGLWYV
(QHUJ\ WD[ FUHGLWYV
$PRUWL]DWLRQ RI WD[ FUHGLW LQYHVWPHQWYV
2WKHU WD[ EHQHILWYV IURP WD[ FUHGLW LQYHVWPHQWYV
2WKHU

6WDWH WD[HV LQ ODLQH PDNH XS WKH PDMRULW\ JUHDWHU WKDQ

,QFRPH WD[HV SDLG ZHUH DV IROORZV
JHGHUDO
ODLQH

$00 RWKHU VWDWHYV
7TRWDO

=1}
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV
'"HFHPEHU DQG

L
,WHPV ZKLFK JLYH ULVH WR GHIHUUHG LQFRPH WD[ DVVHWY DQG O

'"HIHUUHG WD[ DVVHWYV
$OORZDQFH IRU FUHGLW ORVVHV
(PSOR\HH EHQHILW SODQV
1HW XQUHDOL]HG ORVV RQ GHULYDWLYH LQVWXUPHQWYV
1HW XQUHDOL]HG ORVV RQ RWKHU LQYHVWPHQWYV
1HW XQUHDOL]HG ORVV RQ VHFXULWLHV DYDLODEOH IRU VDOH
2SHUDWLQJ OHDVHV
5HVWULFWHG VWRFN DZDUGV
2WKHU

'"HIHUUHG WD[ OLDELOLWLHYV
'"HSUHFLDWLRQ
$PRUWL]DWLRQ RI JRRGZLOO
BUHSDLG H[SHQVHYV
ORUWJIDJH VHUYLFLQJ ULJKWYV
1HW XQUHDOL]HG JDLQ RQ GHULYDWLYH LQVWUXPHQWYV
,QYHVWPHQW LQ SDVV WKURXJK HQWLWLHV
2WKHU

1HW GHIHUUHG WD[ DVVHW

1R YDOXDWLRQ DOORZDQFH LV GHHPHG QHFHVVDU\ IRU WKH GHIH
LQFRPH WD[ DVVHW LV LQFOXGHG LQ RWKHU DVVHWYV RQ WKH FRQ"

7KH &RPSDQ\ LQYHVWYV LQ TXDOLILHG DIIRUGDEOH KRXVLQJ SURMEF
EDODQFH RI LQYHVWPHQW IRU TXDOLILHG DIIRUGDEOH KRXVLQJ
UHVSHFWLYHO\ DQG LV LQFOXGHG LQ RWKHU DVVHWV RQ WKH F
DPRUWL]HV WKHVH LQYHVWPHQWYV XVLQJ WKH SURSRUWLRQDO
DPRUWL]DWLRQ H[SHQVH RI DQG LQ DQG UHVSH
ZLWKLQ LQFRPH WD[ H[SHQVH RQ WKH FRQVROLGDWHG VWDWHPHQ
HQGHG 'HFHPEHU DQG WKH &RPSDQ\ UHFRJQL]HG WDJ[ F
DIIRUGDEOH KRXVLQJ WD[ SURMHFWV RI DQG UHVSHF
DQG WKH &RPSDQ\ ZDV FRPPLWWHG WR PDNLQJ DGGLWLRQ]

UHVSHFWLYHO\ 7KHVH FRPPLWPHQWY DUH UHFRUGHG LQ D
RQ WKH FRQVROLGDWHG EDODQFH VKHHWYV
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LkwH \kv@®vROLGDWHG 6WDWHPHQWV

'"HFHPEHU DQG
L

7KH &RPSDQ\ DOVR LQYHVWY LQ OLPLWHG SDUWQHUVKLSV WKDW J
DQG WKH EDODQFH RI LQYHVWPHQW LQ WKHVH OLPLWHG .
UHVSHFWLYHO\ DQG LV LQFOXGHG LQ RWKHU DVVHWY RQ WKH F
DPRUWL]HV WKHVH LQYHVWPHQWY RQ DQ HIIHFWLYH \LHOG EDVLV
LQ DQG UHVSHFWLYHO\ ZKLFK ZDV LQFOXGHG DV L
OLPLWHG SDUWQHUVKLSY RQ WKH FRQVROLGDWHG VWDWHPHQWYV

'"HFHPEHU DQG WKH &RPSDQ\ UHFRJQL]HG WD[ FUHGLW!
OLPLWHG SDUWQHUVKLSV RI DQG LQ DQG UHVSHFW

(DUQLQJV 3HU 6KDUH

7KH IROORZLQJ VHWV IRUWK WKH FRPSXWDWLRQ RI EDVLF DQG GL
DQG

1HW LQFRPH DYDLODEOH WR FRPPRQ VKDUHKROGHUV DV UHSRUWHG

‘HLIJKWHG DYHUDJH FRPPRQ VKDUHV RXWVWDQGLQJ
(ITHFW RI SRVVLEOH VRXUFHV RI RSWLRQV RU FROQYHUVLRQV

'LOXWHG ZHLJKWHG DYHUDJH FRPPRQ VKDUHY RXWVWDQGLQJ

%DVLF HDUQLQJY SHU FRPPRQ VKDUH
'LOXWHG HDUQLQJV SHU FRPPRQ VKDUH

JLODQFLDO . QVWUXPHOWY ZLWK 21l %DODQFH 6KHHW 5LVN

7KH &RPSDQ\ LV D SDUW\ WR FUHGLW UHODWHG ILQDQFLDO LQVYV
QRUPDO FRXUVH RI EXVLQHVV WR PHHW WKH ILQDQFLQJ QHHGYV RI
LQFOXGH FRPPLWPHQWYV WR H[WHQG FUHGLW DQG FRPPHUFLDO Ot
WR YDU\LQJ GHJUHHV HOHPHQWYV RI FUHGLW DQG LQWHUHVW UDW
FRQVROLGDWHG EDODQFH VKHHWYV

7KH &RPSDQ\ V H[SRVXUH WR FUHGLW ORVV LV UHSUHVHQWHG
FRPPLWPHQWY 7KH &RPSDQ\ IROORZV WKH VDPH FUHGLW SROLFLLI
RQ EDODQFH VKHHW LQVWUXPHQWY 7KH FRQWUDFWXDO RU QRWL
WKH H[WHQW RI LQYROYHPHQW WKH &RPSDQ\ KDV LQ SDUWLFXODL
IRU IXUWKHU GLVFXVVLRQ RI GHULYDWLYH ILQDQFLDO LQVWUXP
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$W '"HFHPEHU DQG WKH FROQWUDFWXDO DPRXQWYV RI WKH
ZHUH DV IROORZV

/HQGLQJ UHODWHG LQVWUXPHQWYV
+RPH HTXLW\ OLQHV RI FUHGLW
2WKHU OLQHV RI FUHGLW
&UHGLW FDUG DUUDQJHPHQWYV
/HWWHUV RI FUHGLW

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
1RWLRQDO DPRXQWVY RI LQWHUHVW UDWH VZDSV
1IRWLRQDO DPRXQWV RI LQWHUHVW UDWH FDSV

&RPPLWPHQWYV WR HIWHQG FUHGLW DUH DJUHHPHQWY WR OHQG W
FROQGLWLRQ HVWDEOLVKHG LQ WKH FRQWUDFW &RPPLWPHQWYV JH
WHUPLQDWLRQ FODXVHVY DQG PD\ UHTXLUH SD\PHQW RI D IHH 7K
H[SLUH ZLWKRXW EHLQJ GUDZQ XSRQ 7KHUHIRUH WKH WRWDO |
UHSUHVHQW IXWXUH FDVK UHTXLUHPHQWYV

8QIXQGHG FRPPLWPHQWYV XQGHU FRPPHUFLDO OLQHV RI FUHGLW
SURWHFWLRQ DJUHHPHQWY DUH FRPPLWPHQWYV IRU SRVVLEOH |
FXVWRPHUV 7KHVH OLQHV RI FUHGLW DUH XQFROODWHUDOL]HG

GDWH DQG PD\ QRW EH GUDZQ XSRQ WR WKH WRWDO H[WHQW WR

&RPPHUFLDO OHWWHUV RI FUHGLW DUH FRQGLWLRQDO FRPPLWPH(
SHUIRUPDQFH RI D FXVWRPHU WR D WKLUG SDUW\ 7KRVH OHWWH
SXEOLF DQG SULYDWH ERUURZLQJ DUUDQJHPHQWY G6XEVWDQWLDC
GDWHV ZLWKLQ RQH \HDU 7KH FUHGLW ULVN LQYROYHG LQ LVVXL
WKDW LQYROYHG LQ H[WHQGLQJ ORDQ IDFLOLWLHV WR FXVWRPH
VXSSRUWLQJ WKRVH FRPPLWPHQWY LI GHHPHG QHFHVVDU\

7R UHGXFH FUHGLW ULVN UHODWHG WR WKH XVH RI FUHGLW UHOLI
GHHP LW QHFHVVDU\ WR REWDLQ FROODWHUDO 7KH DPRXQW DQG
WKH &RPSDQ\ V FUHGLW HYDOXDWLRQ RI WKH FXVWRPHU &ROOL
VHFXULWLHY DFFRXQWY UHFHLYDEOH LQYHQWRU\ SURSHUW\ SO

6LIQOLILFDOW *URXS &ROFHOWUDWLRQV RI &UHGLW 5LVN

$ ODUJH SRUWLRQ RI WKH &RPSDQ\ V ORDQ SRUWIROLR FRQVLV!
FRPPHUFLDO UHDO HVWDWH ORDQV LQ ODLQH 7KH ORFDO HFRQR
LQFOXGLQJ WKH DJULFXOWXUDO DQG IRUHVW LQGXVWULHV ZKLFFk
WKH FROOHFWDELOLW\ RI D VXEVWDQWLDO SRUWLRQ RI WKH &RP S
RI ODLQHTVY HFRQRP\
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7KH &RPSDQ\ V SROLF\ IRU UHTXLULQJ FROODWHUDO LV WR REWDL
7KH DPRXQW RI FROODWHUDO REWDLQHG LV EDVHG RQ PDQDJHPHC(
&RPSDQ\ UHTXLUHV DSSUDLVDOV RI UHDO SURSHUW\ KHOG DV FRO
ZLOO DFFHSW VHFXULW\ ZKLFK KDV D WLWOH FHUWLILFDWH &ROC
DFFRXQWYVY UHFHLYDEOH LQYHQWRU\ SURSHUW\ DQG HTXLSPHQYV
FRQWUDFW RU QRWLRQDO DPRXQWV RI WKHVH LQVWUXPHQWYV UHI
LQ SDUWLFXODU FODVVHV RI ILQDQFLDO LQVWUXPHQWYV

7TKH FRQWUDFWXDO DPRXQW RI FUHGLW UHODWHG ILQDQFLDO LQV)
DQRG OHWWHUV RI FUHGLW UHSUHVHQWY WKH DPRXQW RI SRWHQW
GUDZQ XSRQ WKH FXVWRPHU GHIDXOW DQG WKH YDOXH RI DQ\ H]J

JHIDO &ROQWLQJHQFLHYV

9DULRXV OHJDO FODLPV DULVH IURP WLPH WR WLPH LQ WKH QRUPI
PDQDJHPHQW ZLOO KDYH QR PDWHULDO HIIHFW RQ WKH &RPSDQ\

OLQLPXP 5HIXODWRU\ &DSLWDO 5HTXLUHPHQWYV

7TKH %DQN LV VXEMHFW WR YDULRXV UHJXODWRU\ FDSLWDO UHTXL
DIJHQFLHVY )DLOXUH WR PHHW PLQLPXP FDSLWDO UHTXLUHPHQWYV I
DGGLWLRQDO GLVFUHWLRQDU\ DFWLRQV E\ UHJXODWRUV WKDW L
RQ WKH ILQDQFLDO VWDWHPHQWY 8QGHU FDSLWDO DGHTXDF\ JX
SURPSW FRUUHFWLYH DFWLRQ WKH %DQN PXVW PHHW VSHFLILF
PHDVXUHV RI WKHLU DVVHWV OLDELOLWLHV DQG FHUWDLQ RII
UHJXODWRU\ DFFRXQWLQJ SUDFWLFHVY 7KH FDSLWDO DPRXQWYV DQ
MXGIJPHQWY E\ WKH UHJXODWRUYV DERXW FRPSRQHQWY ULVN ZHLJ
DFWLRQ SURYLVLRQV DUH QRW DSSOLFDEOH WR EDQN KROGLQJ FF

4XDQWLWDWLYH PHDVXUHY HVWDEOLVKHG E\ UHJXODWLRQV WR H

PDLQWDLQ PLQLPXP DPRXQWY DQG UDWLRYV VHW IRUWK LQ WKH IR

FRPPRQ HTXLW\ 7LHU DV GHILQHG LQ WKH UHJXODWLRQV WR UL
FDSLWDO DV GHILQHG WR DYHUDJH DVVHWYV DV GHILQHG

5HIXODWRU\ FDSLWDO UHTXLUHPHQWY OLPLW D EDQNLQJ RUJDC
GLVFUHWLRQDU\ ERQXV SD\PHQWYV LI WKH EDQNLQJ RUJDQL]DWLF
EXITHU®” FRQVLVWLQJ RI DERYH LWV PLQLPXP ULVN EDVHG FDSL
WKH %DQN KDG D FDSLWDO FRQVHUYDWLRQ EXIIHU RI R
H[FHVV RI WKH UHJXODWRU\ UHTXLUHPHQW RI $V RI '"HFHPEH!
FRQVHUYDWLRQ EXIIHU RI Rl ULVN ZHLJKWHG DVVHWYV ZKLF
UHTXLUHPHQW RI ODQDIJHPHQW EHOLHYHV DV RI '"HFHPEHU
DOO FDSLWDO DGHTXDF\ UHTXLUHPHQWY WR ZKLFK WKH\ DUH VXE!
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'"HFHPEHU DQG

\
$V Rl '"HFHPEHU WKH %DQN LV ZHOO FDSLWDOL]JHG XQGHU WK
FRUUHFWLYH DFWLRQ 7R EH FDWHJRUL]HG DV ZHOO FDSLWDOL]HG
ULVN EDVHG 7LHU ULVN EDVHG FRPPRQ HTXLW\ 7LHU DQG 7LHU

IROORZLQJ WDEOHYVY 7KH %DQN V DFWXDO FDSLWDO DPRXQWY DQG |
DUH DOVR SUHVHQWHG LQ WKH WDEOH

OLQLPXP
7R %H :HOO
OLQLPXP &DSLWDOL]HG 8QGHU
&DSLWDO 3URPSW &RUUHFWL
$FWXDO SHTXLUHPHQW $FWLRQ 3URY
$PRXQW 5DWLR $PRXQW 5DWLR $PRXQW
$V Rl 'HFHPEHU
7RWDO &DSLWDO WR 5LVN :HLJKWHG
$VVHWYV
% DQN
7LHU &DSLWDO WR 5LVN :HLJKWHG
$VVHWYV
% DQN
&RPPRQ (TXLW\ 7LHU &DSLWDO
WR 5LVN :HLJKWHG $VVHWYV
% DQN
7LHU &DSLWDO WR $YHUDJH
$VVHWYV
%DQN
OLQLPXP
7R %H :HOO
OLQLPXP &DSLWDOL]HG 8QGHU
&DSLWDO 3URPSW &RUUHFWL
$FWXDO SHTXLUHPHQW $FWLRQ 3URY
$PRXQW 5DWLR $PRXQW 5DWLR $PRXQW

$V Rl '"HFHPEHU

7RWDO &DSLWDO WR 5LVN :HLJKWHG
$VVHWYV
%DQN

7LHU &DSLWDO WR 5LVN :HLJKWHG
$VVHWYV
%DQN

&RPPRQ (TXLW\ 7LHU &DSLWDO
WR 5LVN :HLJKWHG $VVHWYV
%DQN

7LHU &DSLWDO WR $YHUDJH
$VVHWV
%DQN
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'"HFHPEHU DQG

L
7KH DFWXDO DQG PLQLPXP FDSLWDO DPRXQWY DQG UDWLRYV IRU
I[lURP WKRVH SUHVHQWHG IRU WKH %DQN LQ WKH WDEOH DERYH

'LYLGHQGV SDLG E\ WKH %DQN DUH WKH SULPDU\ VRXUFH RI IXC
SD\PHQW RI GLYLGHQGV WR LWV VKDUHKROGHUV 7KH %DQN L
LPSRVHG E\ IHGHUDO EDQNLQJ ODZV DQG UHJXODWLRQV ZKLF
PLQLPXP OHYHOV Rl FDSLWDO DQG UHVWULFW WKH DPRXQW RI G
%DQN WR WKH &RPSDQ\

(PSOR\HH %HOQHILW 30DQV

7KH &RPSDQ\ KDV D VDIH KDUERU N SODQ ZKHUHE\ VXEVWDQW
LQ WKH SODQ (PSOR\HHV PD\ FRQWULEXWH D SRUWLRQ RI WKHLU
EDVHG RQ IHGHUDO WD[ ODzZV 7KH &RPSDQ\ PDNHV VDIH KDUERU
Rl WKH ILUVW RI DQ HPSOR\HHYV FRPSHQVDWLRQ SOXYV
HPSOR\HHYV FRPSHQVDWLRQ 7KH &RPSDQ\ PD\ DOVR FRQWULEXW
DGGLWLRQDO PDWFKLQJ FRQWULEXWLRQV )RU WKH \HDUV HQG
H[SHQVH DWWULEXWDEOH WR WKH SODQ DPRXQWHG WR D

7KH &RPSDQ\ KDV HVWDEOLVKHG D QRQTXDOLILHG VXSSOHPHQWL
EHQHILW RI NH\ HPSOR\HHV 7KH DPRXQW RI HDFK EHQHILW L\
HPSOR\HH YHVWLQJ VFKHGXOHV $V RI '"HFHPEHU DQG
SODQ ZDV DQG UHVSHFWLYHO\ DQG LV UHFRUGHC
RWKHU OLDELOLWLHY 7KH SUHVHQW YDOXH RI WKHVH EHQHILWYV
SHULRG 7KH EHQHILW H[SHQVH DPRXQWHG WR DQG
UHVSHFWLYHO\ /LIH LQVXUDQFH SROLFLHV ZHUH DFTXLUHG IRU
IXQGLQJ VRXUFH 7KH FDVK YDOXH RI WKHVH SROLFLHV ZDV
'"HFHPEHU DQG UHVSHFWLYHO\ DQG LV LQFOXGHG LQ R

SHVWULFWHG 6WRFN 30DQ

7KH &RPSDQ\ HYWDEOLVKHG D UHVWULFWHG VWRFN SODQ GXULQ
DXWKRUL]JHG E\ WKH %RDUG Rl 'LUHFWRUV IRU WKH FRPSHQVD
DGPLQLVWHU 7KH KROGHUV RI UHVWULFWHG VWRFN UHJDUGOHYV
RI D VKDUHKROGHU LQFOXGLQJ EXW QRW OLPLWHG WR WKH UL
UHFHLYH DOO FDVK GLYLGHQGY DQG RWKHU GLVWULEXWLRQV SD!

WKH FRPSHQVDWLRQ FRPPLWWHH JUDQWHG DQG VKDUH
GDWH RI DQG UHVSHFWLYHO\ $ WRWDO RI VKDUHYV
UHVWULFWHG VWRFN SODQ VLQFH LQFHSWLRQ ZLWK VKDUH

IXOO\ YHVWHG
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7TKH XQYHVWHG UHVWULFWHG VWRFN VKDUHYV ZLOO FOLII YHVW D

7TRWDO
$ WRWDO RI UHVWULFWHG VWRFN VKDUHYV YHVWHG LQ RI
EDFN WR WKH &RPSDQ\ WR VDWLVI\ WD[ OLDELOLW\ DVVRFLDWHC
IRUIHLWHG VKDUHYV LQ 1R UHVWULFWHG VWRFN VKDUHYV

2WKHU 1ROLOWHUHVW ,OFRPH DQG ([SHQVHV

7KH FRPSRQHQWY Rl RWKHU QRQLQWHUHVW LQFRPH DQG H[SHQV!
UHYHQXHV WRWDO LQWHUHVW DQG GLYLGHQG LQFRPH DQG Q
VHSDUDWHO\ RQ WKH FRQVROLGDWHG VWDWHPHQWYVY RI LQFRPH

'"HFHPEHU

2WKHU QRQLQWHUHVW LQFRPH
,QWHUFKDQJH LQFRPH
,QYHVWPHQW EURNHUDJH IHHV

2WKHU JHOQHUDO DQG DGPLOQLVWUDWLYH QRQLQWHUHVW H[SHQVHYV
/[HIDO DXGLW H[DPLQDWLRQ DQG FRQVXOWLQJ
$FFRXQW VHUYLFLQJ

SHODWHG 3DUW\ 7TUDQVDFWLRQV

,Q WKH RUGLQDU\ FRXUVH RI EXVLQHVV WKH &RPSDQ\ KDV JUDQ

GLUHFWRUYV DQG WKHLU DIILOLDWHY DPRXQWLQJ WR DQ

DQG UHVSHFWLYHO\ 'HSRVLWYV IURP UHODWHG SDUWL]I

'"HFHPEHU DQG DPRXQWHG WR DQG UHYV S
A U
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(PSOR\HH 6WRFEN 2ZQHUVKLS 30DQ

$Q\ HPSOR\HH ZKR LV QRW DQ LQGHSHQGHQW FRQWUDFWRU [
FRYHUHG E\ D FROOHFWLYH EDUJDLQLQJ DJUHHPHQW RU D QR(
LQFRPH LV HOLJLEOH WR SDUWLFLSDWH LQ WKH (623 $Q HPSOR\
HPSOR\PHQW ZLWK HQUROOPHQW GDWHV RQ D TXDUWHUO\ EDVI
WKH &RPSDQ\ WR SXUFKDVH VKDUHV Rl .DWDKGLQ %DQNVKD!
VKDUH SULFHV YDU\LQJ IURP W R

7KH ORDQV DUH VHFXUHG E\ WKH VKDUHV SXUFKDVHG E\ WKH (62
IXOO\ YHVWHG DIWHU ILYH \HDUV RI VHUYLFH 7KH %DQNYV FRQ
IXQGV IRU WKH (623 V UHSD\PHQW RI WKH ORDQV 6KDUHV DL
SDUWLFLSDQWVY DFFRXQWYV DV WKH (623 UHSD\V WKH ORDQV ¢
'"HFHPEHU DQG WRWDOHG (623 HI[SHQVH ZDV

IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\
RQ DOORFDWHG DQG XQDOORFDWHG VKDUHYVY DUH DOORFDWHG W

6KDUHV KHOG E\ WKH (623 LQFOXGH WKH IROORZLQJ RQ '"HFHPEHL

$OORFDWHG
8QDOORFDWHG

7KH IDLU YDOXH RI WKH XQDOORFDWHG VKDUHV DV RI '"HFHPE
DSSUR[LPDWHO\ DQG UHVSHFWLYHO\

)DLU 9DOXH

*$$3 GHILQHV IDLU YDOXH DV WKH H[FKDQJH SULFH WKDW ZRXOG
WUDQVIHU D OLDELOLW\ DQ H[LW SULFH LQ WKH SULQFLSDO RU
OLDELOLW\ LQ DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ PDUNHW ¢
*$$3 DOVR HVWDEOLVKHYV D IDLU YDOXH KLHUDUFK\ ZKLFK UHTXL
REVHUYDEOH LQSXWV DQG PLQLPL]H WKH XVH RI XQREVHUYDEOH
7KH VWDQGDUG GHVFULEHV WKUHH OHYHOV RI LQSXWV WKDW PD

/IHYHAXRWHG SULFHV XQDGMXVWHG IRU LGHQWLFDO DVVHWYV R
HQWLW\ KDV WKH DELOLW\ WR DFFHVV DV RI WKH PHDVXUHPHQW

/IHYHO6LIJQLILFDQW RWKHU REVHUYDEOH LQSXWV RWKHU WKDQ /H
IRU VLPLODU DVVHWV RU OLDELOLWLHVY TXRWHG SULFHV LQ PDL
WKDW DUH REVHUYDEOH RU FDQ EH FRUURERUDWHG E\ REVHUYD|
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/IHYHGGLIJQLILFDQW XQREVHUYDEOH LQSXWV WKDW UHIOHFW D FRI
DVVXPSWLRQV WKDW PDUNHW SDUWLFLSDQWY ZRXOG XVH LQ SUL

,Q JHQHUDO IDLU YDOXH LV EDVHG XSRQ TXRWHG PDUNHW SULT
PDUNHW SULFHV DUH QRW DYDLODEOH IDLU YDOXH LV EDVH
LQFRUSRUDWLQJ YDULRXYVY DVVXPSWLRQV LQFOXGLQJ LOQWHUHVW
ORVVHV $VVHWYVY DQG OLDELOLWLHY YDOXHG XVLQJ PRGHO EDVI
/IHYHO RU /HYHO GHSHQGLQJ RQ WKH ORZHVW OHYHO FODVVL
VLIQLILFDQW WR WKH RYHUDOO YDOXDWLRQ $ GHVFULSWLRQ F
LOQVWUXPHQWY PHDVXUHG DW IDLU YDOXH DV ZHOO DV WKH JHQ
SXUVXDQW WR WKH YDOXDWLRQ KLHUDUFK\ LV VHW IRUWK EHOR

$VVHWV DQG /LDELOLWLHY 5HFRUGHG DW )DLU 9DOXH RQ D 5HFXL

BHFXULWLHY DYDLODEOMD ORHVDORH VHFXULWLHYV DYDLODEOH IRL
REWDLQLQJ TXRWHG SULFHV RQ QDWLRQDOO\ UHFRJQL]HG VHF.
ZKLFK LV D PDWKHPDWLFDO WHFKQLTXH XVHG ZLGHO\ LQ WKH LQ
UHO\LQJ H[FOXVLYHO\ RQ TXRWHG PDUNHW SULFHV IRU WKH VSHI
WKH VHFXULWLHVY UHODWLRQVKLS WR RWKHU EHQFKPDUN TXRW
DYDLODEOH IRU VDOH DUH FODVVLILHG DV /HYHO

2WKHU LQYH2MWHPHQ W@ YHVWPHQWY FRQVLVW RI SUHIHUUHG VWR
UHSRUWHG DW IDLU YDOXH XWLOL]JLQJ WKH FORVLQJ SULFH UH:
LQGLYLGXDO VHFXULWLHY DUH WUDGHG

'"HULYDWIKHHW LU YDOXH RI WKH &RPSDQ\ YV DQG %DQN V LQWHU
GHWHUPLQHG XVLQJ LQSXWYV WKDW DUH REVHUYDEOH LQ WKH P/
LQFOXGLQJ \LHOG FXUYHV SXEOLFO\ DYDLODEOH YRODWLOLWLH
FODVVLILHG DV /HYHO LQSXWYV 7KH YDOXDWLRQ RI LQWHUHVW
FRPPHUFLDO EDQNLQJ FXVWRPHUV LV REWDLQHG IURP D WKL
GHWHUPLQHG XVLQJ D GLVFRXQWHG FDVK IORZ DQDO\VLV RQ V
GHULYDWLYH 7KH SULFLQJ DQDO\VLV LV EDVHG RQ REVHUYDEOH
GHULYDWLYHV LQFOXGLQJ WKH SHULRG WR PDWXULW\ DQG LQWH
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$VVHWYVY DQG OLDELOLWLHYV PHDVXUHG DW IDLU YDOXH RQ D UHFX
)DLU 9DOXH OHDVXUHPHOWY DW '"HFHPEHU I

4XRWHG 3ULFHV 6LJQLILFDQW
,Q $FWLYH 2WKHU 6LJQLILFDQ
ODUNHWYV IRU 2EVHUYDEOH 8QREVH
,GHQWLFDO $VVHWYV ,QSXWYV ,QS.
7RWDO /[HYHO /[HYHO /[HYHO
'HFHPEHU
$VVHWYV
6HFXULWLHY DYDLODEOH IRU VDOH
6WDWH DQG PXQLFLSDO
&RUSRUDWH ERQGYV
ORUWJDJH EDFNHG DQG &02V
7TRWDO VHFXULWLHYVY DYDLODEOH IRU VDOH
2ZWKHU LQYHVWPHQWYV
'"HULYDWLYH LQVWUXPHQWYV
7TRWDO DVVHWYV
/ILDELOLWLHV
'"HULYDWLYH LQVWUXPHQWYV
AXRWHG 3ULFHV 6LIJQLILFDQW
,Q $FWLYH 2WKHU 6LIJQLILFDC
ODUNHWYV IRU 2EVHUYDEOH 8QREVH
,GHQWLFDO $VVHWYV ,QSXWYV ,QS
7RWDO /[HYHO /HYHO /[HYHO
'HFHPEHU
$VVHWYV

6HFXULWLHY DYDLODEOH IRU VDOH

8 6 7UHDV XU\

6WDWH DQG PXQLFLSDO
&RUSRUDWH ERQGV
ORUWJDJH EDFNHG DQG &02V

7TRWDO VHFXULWLHY DYDLODEOH IRU VDOH

2WKHU LQYHVWPHQWYV
'"HULYDWLYH LQVWUXPHOWYV

7TRWDO DVVHWYV

/ILDELOLWLHYV
'"HULYDWLYH LQVWUXPHQWYV
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$VVHWV DQG /LDELOLWLHYVY 5HFRUGHG DW )DLU 9DOXH RQ D 1RQUI

,QGLYLGXDOO\ DQ@QRBEB\|IBGUOYRDAYWMWMH RI FROODWHUDO GHSHQGHQW L
LV SULPDULO\ EDVHG XSRQ WKH IDLU YDOXH RI WKH XQGHUO\LQJ
RI WKH FROODWHUDO E\ WKLUG SDUW\ DSSUDLVHUYVY DQG EURNHL
DSSUDLVDOV DQG RSLQLRQV DUH EDVHG XSRQ FRPSDUDEOH SL
PDUNHWY IRU UHVLGHQWLDO UHDO HVWDWH ORDQV DQG OHVV LC
IDLU YDOXHV RI FROODWHUDO GHSHQGHQW LQGLYLGXDOO\ DQDO

$VVHWY DQG OLDELOLWLHY PHDVXUHG DW IDLU YDOXH RQ D QRQL

)DLU 9DOXH OHDVXUHPHOWY DW 'HFHPEHU DQG 8VLQJ
AXRWHG 3ULFHV 6LJQLILFDQW
,Q $FWLYH 2WKHU 6LJQLILFDQW
ODUNHWYV IRU 2EVHUYDEOH 8QREVHUYDEOH
,GHQWLFDO $VVHWV LQSXWV LQSXWV
7RWDO /HYHO /HYHO /HYHO

"HFHPEHU
$VVHWV
,QGLYLGXDOO\ DQDO\]HG ORDQV
PDUNHW DSSURDFK

'"HEHPEHU
SVVHWYV
,QGLYLGXDOO\ DQDO\]HG ORDQV
PDUNHW DSSURDFK

&HUWDLQ LQGLYLGXDOO\ DQDO\]HG ORDQV ZHUH ZULWWHQ GRZC
DW 'HFHPEHU DQG UHVSHFWLYHO\ UHVXOWLQJ L

$&/ RQ ORDQV
)DLU 9DOXH RI )LQDQFLDO ,QVWUXPHQWYV

*$$3 UHTXLUHV GLVFORVXUHV RI IDLU YDOXH LQIRUPDWLRQ DER.
QRW UHFRJQL]JHG LQ WKH EDODQFH VKHHW LI WKH IDLU YDOXH\
YDOXH LV EHVW GHWHUPLQHG EDVHG XSRQ TXRWHG PDUNHW SL
WKHUH DUH QR TXRWHG PDUNHW SULFHV IRU WKH &RPSDQ\ V YDI
ZKHUH TXRWHG PDUNHW SULFHV DUH QRW DYDLODEOH IDLU YC
SUHVHQW YDOXH RU RWKHU YDOXDWLRQ WHFKQLTXHV XVLQJ RE\
WHFKQLTXHV DUH VLJQLILFDQWO\ DIIHFWHG E\ WKH DVVXPSWLRQ
HVWLPDWHYV RI IXWXUH FDVK IORZV $FFRUGLQJO\ WKH IDLU YDO
LPPHGLDWH VHWWOHPHQW RI WKH LQVWUXPHQW &HUWDLQ ILQ
LQVWUXPHQWY DUH H[FOXGHG IURP WKH GLVFORVXUH UHTXLUHP
YDOXH DPRXQWV SUHVHQWHG PD\ QRW QHFHVVDULO\ UHSUHVHC
&RPSDQ\
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7KLV VXPPDU\ H[FOXGHV ILQDQFLDO DVVHWV DQG OLDELOLW
DSSUR[LPDWHYV IDLU YDOXHV DQG ILQDQFLDO LQVWUXPHQWYV W
UHFXUULQJ EDVLV )LQDQFLDO LQVWUXPHQWY IRU ZKLFK FDUU!

LQFOXGH FDVK HTXLYDOHQWY /HYHO LOWHUHVW EHDULQJ GH
/IHYHO DFFUXHG LQWHUHVW /HYHO MXQLRU VXERUGLQDWH
VDYLQJV 12: DQG PRQH\ PDUNHW GHSRVLWYV /HYHO 7TKH HVW

VDYLQJV 12: DQG PRQH\ PDUNHW GHSRVLWV LV WKH DPRXQW SD\
GDWH &DUU\LQJ YDOXH LV XVHG EHFDXVH WKH DFFRXQWY KDYH
KDV WKH DELOLW\ WR ZLWKGUDZ IXQGV LPPHGLDWHO\

7KH IROORZLQJ PHWKRGV DQG DVVXPSWLRQV ZHUH XVHG E\ WKH
GLVFORVXUHYV IRU ILOQDQFLDO LQVWUXPHQWYV

/IRDQV UHFHRYDEODWLDEOH UDWH ORDQV WKDW DUH UHSULFHG IUL
FKDQJH LQ FUHGLW ULVN IDLU YDOXHV DUH EDVHG RQ FDUU\LQJ
HVWLPDWHG XVLQJ GLVFRXQWHG FDVK IORZ DQDO\VHV XVLQJ L
IRU ORDQV ZLWK VLPLODU WHUPV WR ERUURZHUV RI VLPLODU FU
GHSHQGHQW LPSDLUHG ORDQV LV SULPDULO\ EDVHG XSRQ WKH |
DV GHWHUPLQHG E\ DSSUDLVDOV RI WKH FROODWHUDO E\ WKLUG
E\ WKLUG SDUW\ EURNHUYVY 7KH DSSUDLVDOV DQG RSLQLRQV DU
VLPLODU DVVHWYV LQ DFWLYH PDUNHWY IRU UHVLGHQWLDO UHDO
FRPPHUFLDO ORDQYV

&HUWLILFDWHYDRU GHDSSRAMHWIRU PDWXULW\ GHSRVLWY DUH EDVHC
IXQGY DSSURDFK GLVFRXQWHG WR DQ GLVWULFW )+/% DYHUD.
RI GDWH LQ FRQMXQFWLRQ ZLWK WKH RWKHU FDVK IORZV DVVRFI

$GYDQFHV IURKH+I/BLU YDOXHV RI WKHVH ERUURZLQJY DUH EDVHC
IXQGY DSSURDFK 7KH ERUURZLQJY DUH GLVFRXQWHG WR DQ
\LHOG FXUYH IRU WKH DV RI GDWH

6HQLRU QRMVHD/LU YDOXH RI WKH VHQLRU QRWHV LV HVWLPDWHG |
EDVHG XSRQ PDUNHW SULFLQJ REVHUYDWLRQV LQ WKH FXUUHQW

-XQLRU VXERUGLQDWKIIE IGHB HQWXBIHR/I MXQLRU VXERUGLQDWHG G
E\ PRGHO GHULYHG LQSXWV JHQHUDOO\ EDVHG XSRQ LQGLFDWLY
PDUNHW
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7KH HVWLPDWHG IDLU YDOXHV DQG UHODWHG FDUU\LQJ DPRXQ

DUH DV IROORZYV
)DLU 9DOXH OHDVXUHPHQW RQ 'HFHPEHU

4XRWHG 3ULFHV 6LJQLILFDQW

,Q $FWLYH 2WKHU 6LJQLILFDQW

ODUNHWV IRU 2EVHUYDEOH 8QREVHUY
&DUU\LQJ YyDLU ,GHQWLFDO $VVHWYV ,QSXWV
$PRXQW 9DOXH /HYHO /HYHO /HYHO

JLQDQFLDO $VVHWYV
/RDQV UHFHLYDEOH QHW
&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH

&RQVXPHU
/IRDQ UHFHLYDEOH QHW

JLQDQFLDO /LDELOLWLHYV
&HUWLILFDWHV RI GHSRVLW
$GYDQFH IURP )+/%

6HQLRU QRWHYV
-XQLRU VXERUGLQDWHG GHEHQWXUHV

)DLU 9DOXH OHDVXUHPHQOW RQ '"HFHPEHU
4XRWHG 3ULFHYV 6LJQLILFDQW

,Q $FWLYH 2WKHU 6LIQLILFDQW

ODUNHWV IRU 2EVHUYDEOH 8QREVHUY
&DUU\LQJ YyDLU ,GHQWLFDO $VVHWYV LQSXWV
$PRXQW 9DOXH /HYHO /HYHO /HYHO

JLODQFLDO $VVHWV
/RDQV UHFHLYDEOH QHW
&RPPHUFLDO
&RPPHUFLDO UHDO HVWDWH
5HVLGHQWLDO UHDO HVWDWH
&RQVXPHU
/RDQ UHFHLYDEOH QHW

JLQDQFLDO /LDELOLWLHV
&HUWLILFDWHV RI GHSRVLW
$GYDQFH IURP )+/%
6HQLRU QRWHYV
-XQLRU VXERUGLQDWHG GHEHQWXUHV
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BHOLRU 1RWHYV
2Q -XQH WKH &RPSDQ\ HQWHUHG LQWR D 6HQLRU 1RWH

$JUHHPHQW E\ DQG DPRQJ WKH &RPSDQ\ DQG VHYHUDO SXUFKDV}
WKH 3XUFKDVHUV SXUVXDQW WR ZKLFK WKH &RPSDQ\ DJUHH
VHYHUDOO\ DQG QRW MRLQWO\ LQ DJJUHJDWH SULQFLS
TXDUWHU WKH &RPSDQ\ LQLWLDWHG D WHQGHU RIIHU WR HDFK
WKH RXWVWDQGLQJ 6HQLRU 1RWHV OHDYLQJ D UHPDLQLQJ EDODQF

'"HEW LVVXDQFH FRVWYV RI ZHUH LQFXUUHG LQ FRQMXQFWLF
1RWHV ZKLFK DUH EHLQJ DPRUWL]HG RYHU PRQWKY $PRUWL]
IRU WKH \HDUV HQGHG '"HFHPEHU DQG UHVSHFWL

7KH 6HQLRU 1RWHV EHDU LQWHUHVW DW SHU DQQXP DQG .
XQOHVV HDUOLHU PDGH SD\DEOH LQ DFFRUGDQFH ZLWK WKH WH!
BHQLRU 1RWHV LV SD\DEOH VHPL DQQXDOO\ LQ DUUHDUV RQ
DQQLYHUVDU\ RI WKH GDWH RI WKH 6HQLRU 1RWHV 7KH &RPSD
SUHIHUUHG VWRFN DQG IRU JHQHUDO FRUSRUDWH SXUSRVHV 7K}
XQVHFXUHG

SUHIHUUHG 6WRFN

7KH &RPSDQ\ KDV DXWKRUL]J]HG WKH LVVXDQFH RI XS WR VK
RQH WLPH $V RI '"HFHPEHU DQG WKHUH ZHUH QR LVVXI
RI SUHIHUUHG VWRFN

'HULYDWLYH)LOQDOFLDO ,QVWUXPHQWYV

7KH &RPSDQ\ XWLOL]HV LQWHUHVW UDWH VZDS DJUHHPHQWYV DV
VWUDWHJI\ WR KHOS PDQDJH LWV LQWHUHVW UDWH ULVN SRVLWLI
VZDSV GRHV QRW UHSUHVHQW DPRXQWV H[FKDQJHG E\ WKH SDL
GHWHUPLQHG E\ UHIHUHQFH WR WKH QRWLRQDO DPRXQW DQG Wt
UDWH VZDS DJUHHPHQWYV

7KH GHULYDWLYH LQVWUXPHQWY FRQWDLQ SURYLVLRQV WKDW Ul
WKH FRXQWHUSDUW\ IRU LWV FRQWUDFWYV WKDW DUH LQ D QHW
WKH &RPSDQ\fV FUHGLW UDWLQJ $W 'HFHPEHU DQG

SRVWHG DQ\ FDVK DQG VHFXULWLHVY FROODWHUDO IRU WKH EHQH

&DVK JORZ +HGJHV ,QWHUHVW UDWH VZDSV ZLWK QRWLRQDO D
"HFHPEHU DQG ZHUH GHVLJQDWHG DV FDVK IORZ KHGJH
DQG ERUURZLQJVY DQG ZHUH GHWHUPLQHG WR EH HIIHFWLYH GXL
QR DPRXQW RI LQHIIHFWLYHQHVV KDV EHHQ LQFOXGHG LQ QHW L
YDOXH RI WKH VZDSV LV UHFRUGHG LQ RWKHU DVVHWV ZLWK FKD

A U
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'"HFHPEHU DQG
FRPSUHKHQVLYH LQFRPH 7KH &RPSDQ\ H[SHFWV WKH KHGJHV WR
UHPDLQLQJ WHUPV RI WKH VZDSV S QWHUHVW LQFRPH UHFRUGHG

DQG GXULQJ DQG UHVSHFWLYHO\ DQG
FRPSRQHQW RI LQWHUHVW H[SHQVH RQ GHSRVLWYV DQG ERUURZL:

)DLU 9DOXH +HGJHV ,QWHUHVW UDWH VZDSV ZLWK QRWLRQDO

DV Rl '"HFHPEHU DQG UHVSHFWLYHO\ ZHUH GH\
SRUWIROLR OD\HU KHGJHV Rl FHUWDLQ IL[HG UDWH UHVLGHQWLE
EH HIITHFWLYH GXULQJ DQG 7KH &RPSDQ\ H[SHFWV WKH |
GXULQJ WKH UHPDLQLQJ WHUPV RI WKH VZDSV ,QWHUHVW L(
WUDQVDFWLRQV WRWDOHG DQG GXULQJ DQG
UHSRUWHG DV D FRPSRQHQW RI LQWHUHVW DQG GLYLGHQG LQFR

'HULYDWLYHYV 1RW 'HVLIJQDWHG $V +HGJHV 7KH %DQN DOVR HQW|

ORDQ FXVWRPHUV 7KH QRWLRQDO DPRXQWV RI LQWHUHVW UDW
'"HFHPEHU DQG ZHUH DQG UHVSHFWLY
HOWHUYV LQWR FRUUHVSRQGLQJ RIIVHWWLQJ GHULYDWLYHV ZLW
UHSUHVHQW HFRQRPLF KHGJHV WKH\ GR QRW TXDOLI\ DV KHGJH\
WKH GHULYDWLYHYV KDYH PLUURU LPDJH FRQWUDFWXDO WHUPV
DORWKHU RQ WKH FRQVROLGDWHG VWDWHPHQWY RI LQFRPH

7KH %DQN DOVR HQWHUHG LQWR DQ LQWHUHVW UDWH FDS LQ ‘
7KH %DQN KDV HOHFWHG QRW WR DSSO\ KHGJH DFFRXQWLQJ DQ
GHULYDWLYH DUH UHSRUWHG DV D FRPSRQHQW RI RWKHU QRQLQ
%DQN UHFRJQL]HG XQUHDOL]HG ORVVHV RI

7KH IROORZLQJ WDEOH SUHVHQWY WKH DPRXQWYVY UHFRUGHG RQ V
WR FXPXODWLYH EDVLV DGMXVWPHQWYV IRU IDLU YDOXH KHGJHV

&XPXODWLYH $PRXQW RI
)DLU 9DOXH +HGJLQJ
/JLQH ,WHP LQ WKH %DODQFH $GMXVWPHQW ,QFO.
BKHHW LQ :KLFK WKH &DUU\LQJ $PRXQW RI WKH WKH &DUU\L
+HGJHG ,WHP LV ,QFBKBGHG $VVHWWEKH +HGJHG $VVHWYV

/RDQV 5HFHEYDEOH

P7KHVH DPRXQWY UHSUHVHQW WKH DPRUWL]HG FRVW EDVLV RI F
KHGJLQJ UHODWLRQVKLSV LQ ZKLFK WKH KHGJHG LWHP LV WKH \
SRUWIROLRY DQWLFLSDWHG WR EH RXWVWDQGLQJ IRU WKH GHYV

WKH DPRUWL]HG FRVW EDVLV RI WKH FORVHG SRUWIROLRYV
ZDV 7TKH FXPXODWLYH EDVLV DGMXVWPHQWYV DVVRFL
UHODWLRQVKLSYV ZHUH DQRG WKH DPRXQWV RI WKH GHV
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7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRXQWY UHFRUGHG RQ \
WR FXPXODWLYH EDVLVY DGMXVWPHQWYV IRU IDLU YDOXH KHGJHV

&XPXODWLYH $PRXQW RI
)DLU 9DOXH +HGJLQJ
/LQH ,WHP LQ WKH %DODQFH $GMXVWPHQW ,QFC
6KHHW LQ :KLFK WKH &DUU\LQJ $PRXQW RI WKH WKH &DUU\
+HGJHG ,WHP LV ,QFEBGHG $VVHWWKH +HGJHG $VVHWYV

/IRDQYV 5HFHEYDEOH

P7KHVH DPRXQWYVY UHSUHVHQW WKH DPRUWL]JHG FRVW EDVLV RI |
KHGJLQJ UHODWLRQVKLSV LQ ZKLFK WKH KHGJHG LWHP LV WKH \
SRUWIROLRY DQWLFLSDWHG WR EH RXWVWDQGLQJ IRU WKH GHV

WKH DPRUWL]HG FRVW EDVLV RI WKH FORVHG SRUWIROLRYV
ZDV 7KH FXPXODWLYH EDVLV DGMXVWPHQWY DVVRFL
UHODWLRQVKLSYV ZHUH DQG WKH DPRXQWV RI WKH GHV

7KH &RPSDQ\ SUHVHQWY GHULYDWLYH SRVLWLRQV JURVV RQ WKF
UHIOHFWV WKH GHULYDWLYHYVY UHFRUGHG RQ WKH FRQVROLGDWH

IRWLRQDO IRWLRQDO
$PRXQW )DLU 9DOXH $PRXQW )DLU 9DOXH
,QFOXGHG LQ RWKHU DVVHWYV
'"HULYDWLYHV GHVLIJQDWHG DV KHGJHV
,QWHUHVW UDWH VZDSVY UHODWHG WR
YDULDEOH UDWH GHSRVLWYV DQG
ERUURZLQJV
,QWHUHVW UDWH VZDSV UHODWHG WR
IL[HG UDWH UHVLGHQWDO ORDQYV

'"HULYDWLYHV QRW GHVLJQDWHG DV
KHGJLQJ LQVWUXPHQWYV
,QWHUHVW UDWH VZDSV UHODWHG WR
FXVWRPHU ORDQV
,QWHUHVW UDWH FDS

7TRWDO LQFOXGHG LQ RWKHU
DVVHWYV

,QFOXGHG LQ RWKHU OLDELOLWLHV
'"HULYDWLYHV QRW GHVLJQDWHG DV
KHGJLQJ LQVWUXPHQWYV
,QWHUHVW UDWH VZDSV UHODWHG WR
FXVWRPHU ORDQV

7TRWDO LQFOXGHG LQ RWKHU
OLDEOLWLHYV
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7KH HIITHFWV RI FDVK IORZ KHGJH DFFRXQWLQJ RQ DFFXPXODWH
IRU WKH \HDUV HQGHG 'HFHPEHU QHW RI WD[ DUH DV IROORZ

$PRXQW RI /RVV /JREDWLRQ RI *DLQ $PRXQW R
5HFRJQL]HG LQ 2&, /IRVV 5HFODVVLILHG IRVV 5F
RQ 'HULYDWLYHRP 2&, LQWR ,QERPH2&, LQWR ,QFRPH
,QWHUHVW 5DWH &RQWUDFWV 1%
$PRXQW RI /RVV /IRFDWLRQ RI *DLQ $PRXQW R
5HFRJQL]JHG LQ 2&, JRVV 5HFODVVLILHG /RVV 5F
RQ 'HULYDWLYHRP 2&, LQWR ,QBRPH2&, LQWR ,QFRPH
,QWHUHVW 5DWH &RQWUDFWV 1%
$W 'HFHPEHU WKH &RPSDQ\ GRHV QRW H[SHFW DQ\ RI W

UHFODVVLILHG DV D UHGXFWLRQ RI LQWHUHVW H[SHQVH GXULQJ

6XEVHTXHOW (YHQWYV

6 XEVHTXHQW HYHQWY DUH HYHQWYV RU WUDQVDFWLRQV WKDW R
EHIRUH ILQDQFLDO VWDWHPHQWY DUH LVVXHG B5HFRJQL]JHG V.
WUDQVDFWLRQV WKDW SURYLGH DGGLWLRQDO HYLGHQFH DERXW
VKHHW GDWH LQFOXGLQJ WKH HVWLPDWHYV LQKHUHQW LQ WKH S
1RQ UHFRJQL]HG VXEVHTXHQW HYHQWY DUH HYHQWYV WKDW SURY|I
QRW H[LVW DW WKH EDODQFH VKHHW GDWH EXW DURVH DIWHU
VXEVHTXHQW HYHQWY RFFXUULQJ WKURXJK )HEUXDU\ WK
ZHUH DYDLODEOH WR EH LVVXHG



