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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC

Report on the audit of the financial statements

Opini on

We have audited the financial statements of Ajman Bank PJSC (the “Bank”), which comprise the statement

of financi al position as at 31 December 2021, and
income, statement of cash flows and statement of
the financial statements, including a summary of

I n our opinion, the accompanying financial statem
position of the Bank as at 31 December 2021 and it
ended in accordance with International Financial Reporting Standards (“IFRSs”).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our

responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of

the financi al statements section of our report.

I nt er n @oddeioftEthiaslfor Professional Accountants (the “TESBA Code”) together with the ethical
requirements that are relevant to our audit of th
have fulfilled our other ethical responsibilities
We believe that the audit evidence we have obtaini
opinion.

Key audit matters

Key audit matters are those matters that, i n our
audi t of the financi al statements of t he current
audi t of the financi al statements as a whol e, and
separate opinion on these matters. For each matt
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial

statements section of our report, including in re|
performance of procedures designed to respond to
the financial statements. The results of our audi
the matters below, provide the basis for our audi
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued

Report on the audit of the financial statements (c

Key audit matter How our audit address
Expected credit losses (“ECL”) for Islamic financing We have obtained an und
and investing assets. Radgement’st agsesshhent of ifpaiandent tofh e f i n e
statement s. Il sl ami ¢ f invessing asdets) the Bank’sd
credit i mpair ment provisi o
The balance of | oss aIinoWahICiBSgomeﬂlsd)atmliog)f.inanci
and investingmaaagemeattsbestrvy Es nts ; d
esti mat e, at the bal an ﬁl 8 IDaeat odrmoetf Ipnroceexsse
credit |l osses wunder thteesetepdecdte3| cnreodnldtrgl osesrsatnf? d|
(“ECL Models”) as stipulated by International L gn tern P
Financi al Reporting S[gndgy\” ! ]Qe |na38|5[
Instruments (“IFRS 97). measur me n ot 0
ReV|ew and approval of
Management first assesse!l_sSI hflnahnC|ng and |nv
Il sl amic financing and i \Peest ggé“?é]t rFQ”kBEtH‘R\
has increased S|gn|f|ca ?tla/ i Cebi f o nlighi
recognition, and then..a'pgj qses'.n% af‘ﬁ? -sftage
i mpairment model to calét';l) eat ﬁécé‘él'_.on. "0 a
i ndrcators of I mpair men
For Islamic financing and.tgﬁoegpiHgyﬁs[g@?E_gE‘fi%s*
in stage 1 (no significbhg FhOFEQEEMI R E?EH? Py
stage 2 (with significahVPEREPENEGOCELOE, E f-thfj$l
all owances are assessed Tlré‘?n eYiheWw 3G HRRHME]le
model |l ing approach t hatOV&rf@ySp Ay d1e @goyerna
parameters, including préH&QlloivlePl}l ¥S-default, |
given default, exposure ath&ePudql vValilskdtylndn rfahn
macroeconomic inputs. We have performed the follo
procedures:
For I slamic financing and investing assets in staé
(default and credit-i mpaiRe¥dewefdosd hg| | ofvPa@nScOeNsd b,
assessed by estimating tREPFQAPLrBI YN&ITHuRfed N€a.
flows from the |l oans. assumptions wused in var.i
ECL model I i ng. Thi s tyrp
Management has also appl FBallseqaing c Xty |a&sySympd
judgement in areas noted '#dRrdd N9nt @ebbBmi hi ANt
i mpact of COVID-19 on tthBlFbWbﬁBegff6?f%qbw,tp
l osses by considering thel 3% | ®wweay:default, eco
and discount rate.
1. Forward | ooking information, including vari abl
used i n macroeconomic scenari os and their
associated weightings,
2. Stress in specific sectors and industries, an

31l mpact of Governn
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued

Report on the audit of the financial statements (c

Key audit matter How our audit address
We considered ECL for IEIPrm C ”JCQ%HCI %%rnang
investing assets as a ke& a%@it m t T é.%he
determination of ECL .%v%ﬁ%e%re%.g%iQ?%e%TP”ek
management judgement suc}!ng%rse.fsa?te'%rlcggfjfﬁnr'o§
|l sl amic financing and in\/es%rﬁnfg 'a%%ets into st ag
2 or 3, assumptions wused h ECL no el such a
expected future cash flodg, ac Pgwégoﬁ ﬁp$'m§ctoF
etc., and additional ovel °YY s mapag el}t.sefstg.eétl@n[ Ofcurren‘
future external factors. 2% .osrg'cj.ud'g'}'n |P(‘te§tol{as N
materi al i mpact on the fPRBh'chL'%QatoemeWFngﬁr'q
Bank. reasona |l eness of the pr
indicators and perfor med
We have reviewed the im
credit | osses on accoun:
speci fic focus on re
macroeconomi c wei ght s,
financial stress on var.i
consideration of Gover

measur es.

For selected sampl es,
inputs into the ECL mod:

We re-performed key el er
cal cul ati ons and eval u
performance results for

We assessed t he appro
di scl osures in t he fior
against the requirement
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued

Ot her i nformati on

Other information consists of the information included in the Bank’s An n u a | Report 2021, o]
financial statements and our auditor’s report thereon. Management is responsible for the other information.

The Bank’s Annual Report 2021 is expected to be made available to us after the date of this auditor’s
report.

Our opinion on the financi al statements does not
form of assurance conclusion thereon.

I n connection with our audit of the financial sta
identi fied above when it becomes avail able and, i
materially inconsistent with the financi al statem
appears to be materially misstated.
Responsibilities of management dhcdatmkdaée chartgemaedn
Management is responsible for the preparation ar

accordance with IFRSs and in compliance with the applicable provisions of the Bank’s Memorandum and

Articles of Association and the UAE Feder al Law N
as management determines i s necessary to enable t
materi al mi sstat ement , whet her due to fraud or er

I n preparing the f i re@iscespandible fort assdssthgnerBhnk’s abilityatacn a g e m
continue as a going concern, disclosing, as appli
concern basis of accounting unless management eit
or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

OQur objectives are to obtain reasonable assurance
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes

our opinion. Reasonabl e assurance is a high | ev
conducted i n accordance with I SAs wi | al ways (
Mi sstatements can arise from fraud or error and al
they could reasonably be expected to influence th
financi al statement s.

I
r
f
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued

Auditor’s responsibilities for the audit of thef | nanci al statements (continueo

As part of an audit in accordance with | SAs, we e
skepticism throughout the audit

- Il dentify and assess the risks of materi al mi sst e
or error, design and perform audit procedures r ¢
is sufficient and appropriate to provide a basi
mi sstat ement resulting from fraud is higher tha
collusion, forgery, intentional omi ssi ons, mi Sr e
* Obtain an wunderstanding of internal control rel
t hat are appropriate in the circumstances, but

effectiveness of the Bank’s internal control.

- Evaluate the appropriateness of accounting pol
estimates and related disclosures made by manage

*  Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

based on the audit evidence obtained, whet her
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we
conclude that a materi al drawattentioh ia dumaddiyor’secpoittde t s, we
the related disclosures in the financial stat eme
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s

report. However, future events or conditions n
concern.

e Evaluate the over al l presentation, structure an
di sclosures, and whether the financial statement

manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence r e
business activities within the Bank to express
responsible for the direction, supervision and
responsi ble for our audit opinion.

We communicate with those charged with governance
and timing of the audit and significant audit fi
control that we identify during our audit

We al so provide those charged with governance wi-t
et hical requirements regarding independence, and
matters that may reasonably be thought to bear C
safeguards.

From the matters communicated with those charged v
of most significance in the audit of the financi a
audit matters.

We describe these matters in our auditor’s report unlesslaworr egul ati on precl udes publ
the matter or when, in extremely rare <circumsta
communicated in our report because the adverse co
to outweigh the public interest benefits of such



EY

Building a better
working world

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF AJMAN BANK PJSC (continued

Report on other | egal and regulatory requirements
Further, as required by the UAE Feder al Law No. (
31 December 2021:

i) the Bank has maintained proper books of account
ii)we have obtained all the information we consi de

i iit)he financial statements have been prepared and

provisions of the Bank’s Memorandum and Articles of Association and the UAE Federal Law No.
(2) of 2015 (amended) ;

i v)t he flinforaatieniineluded in the strategic report, directors’ report and corporate governance
report i s consistent with the books of account

v) note 12 reflects the shares purchased by the Ba

vi)note 32 reflects materi al related party transac
viibbased on the information that has been made ava
causes us to believe that the Bank has contrav
2021 any of the applicable provisions of the U
respect of Bank, its Memorandum and Articles of
on its activities or its financial position; an
viiniot e 37 reflects the social contributions made
Further, as required by the Decretal Feder al Law

information and explanations we considered necess

Ot her matter
The financial statements the Bank for the year

of
who expressed an unmodified opinion on those fina

For Ernst & Young

Signed by:

Anthony O’Sul | i v an

Partner

Registration No. 687

7 February 2022

Dubai, United Arab Emirates



Ajman Bank PJSC 7
Statement of financial position
as at 31 December 2021
Notes 31 December 31 December
2021 2020
AED’000 AED’000
ASSETS
Cash and balances with the Central Bank 9 2,185,729 1,722,122
Due from banks and other financial institutions 10 726,986 613,271
Islamic financing and investing assets, net 11 14,924,244 16,960,858
Islamic investments securities at FVTOCI 12 2,646,658 1,319,691
Investment in associate 13 177,313 177,556
Investment properties 14 359,739 343,393
Property and equipment 15 124,057 131,141
Other Islamic assets 16 1,197,560 239,096
Total assets 22,342,286 21,507,128
LIABILITIES AND EQUITY
Liabilities
Islamic customers' deposits 17 15,263,046 14,226,163
Due to banks and other financial institutions 18 4,211,113 4,338,583
Other liabilities 19 233,505 439,791
Total liabilities 19,707,664 19,004,537
Equity
Share capital 20 2,100,000 2,100,000
Statutory reserve 21 270,124 258,508
Investment fair value reserve (51,930) (60,355)
General impairment reserve 22 112,364 97,042
Retained eamings 204,064 107,396
Total equity 2,634,622 2,502,591
Total liabilities and equity 22,342,286 21,507,128

To the best of our knowledge, and in accordance with the applicable reporting principles for financial
reporting, the financial statements present fairly in all material respects the financial position, financial
performance and cash flows of the B

Ll

H.H. Sheikh
Chairman

Mo amed Abc-lulrahlilan Am1r1
Chief Executive Officer

mar Bin Humaid Al Noaimi

The accompanying notes form an integral part of these financial statements.



$MPDQ %DQN 3-6&

,QFRPH VWDWHPHQW
IRU WKH \HDU HQGHG 'HFHPEHU

1IRWHYV
$C1 $CT

2SHUDWLQJ LQFRPH
,QFRPH IURP ,VODP LQYHVWI
,QFRPH IURP ,VODPLF LQYIDLU
YJHHV FRPPLVVLRQ

6KDUH RI UHVX

7TRWDO RSHUDWLQJ LQFRPH EHIRUH GHSRVLWRUVY VKDUH RI SURILW
'"HSRVLWRUVT \

1HW RSHUDWLQJ LQFRPH
([SHQVHV

6WDII

*HQHUDO DQG DGPL!
'HSUHFLDWLRQ RI SUR
,PSDLUPHQW FKDUJH
,PSDLUPHQW F ILQDQFL

7TRWDO H[SHQVHV

BURILW IRU WKH \HDU

%DVLF DQG GLOXWHG HDUQLQJV SHU VKDUH $('

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH ILQDGQ
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6WDWHPHQW RI SURILW RU ORVV DQG RWKHU FRPSUHKHQVLYH
IRU WKH \HDU HQGHG '"HFHPEHU

$CT $CT
3URILW IRU WKH \HDU

2WKHU FRPSUHKHQVLYH LQFRPH ORVYV
WHPV WKDW ZLOO QRW EH SURILW

ORYHPHQW LQ LQYHVWPHQW IDLU YDOXH UHVHUYH IRU HTXLW\ LQV\
DW )97

WHPV WKDW PD\ EH UHFODVVLIL

)DLU * ORJDLQ RQ LQYHVWPHQW\
5HFODVVLILFDWLRQ DGMXVWPHQWY UHODWLQJ WR LQYHVWPHQWYV \
DW )97

2ZWKHU FRPSUHKLI OlIlIRU WK

7TRWDO FRPSUHKHQVLYH LQFRPH ORVV IRU WKH \HDU

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH ILQDGC
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6WDWHPHQW RI FKDQJHV LQ HTXLW\
IRU WKH \HDU HQGHG '"HFHPEHU

,QYHVWPHQWHQHUDO
6KDUH 6WDWXWRUDLU YDARSDLUPHQWHWDLQHG
FDSLWDOUHVHUYH UHVHUYH UHVHUYHHDUQLQJV 7RWDO
$(C'T $('T $C'T $('T $('T $(' T
$W -DQX

SURILW IR
2WKHU FRPSUHK

7TRWDO FRPSUHI O IRU WI
7UDQVIHU RQ GLVSRVDO RI H
7TUDQVIHU WR V

7TUDQVIHU WR JHQHUDO LP!
=Dl 1RWI

'LUHFWRUVYT UHP X(

$W '"HFHPE

SURILW IR
2WKHU FRPSU

7TRWDO FRPSUHKHQVLY
7TUDQVIHU RQ GLVSRVDO RI H
7TUDQVIHU WR V

7UDQVIHU WR JHQHUDO LP!
5HYHUVDO RI =DNI

$W  'HFHPEHU

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV
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6WDWHPHQW RI FDVK IORZV
IRU WKH \HDU HQGHG 'HFHPEHU

&DVK 'IURP RSHUDWL
3URILW IR

$GMXVWF

'"HSUHFLDWLRQ RI SUR
,PSDLUPHQW FKDUJH
,PSDLUPHQW FKDIILQDQFL
,QFRPH IURP ,VODPLF LI

)DLU YDOXH DGMXVWPHQ)
5HDOL]HG JDLQ RQ (LQYHVWPHQ
6KDUH RI UHVX

*DLQ RQ GLVSRVDO RI S

2SHUDWLQJ FDVK IORZV EHIRUH FKDQJHV LQ RSHUDWLQJ DVVHWYV DQG

&KDQJHV LQ RSHUDWLQ
'"HFUHDVH LQ ,VODPLF ILQD
'"HFUHDVH LQ GXH IURP EDQNV D
QFUI GHF' LQ VWDWXWRU\ GHSRYV
'"HFUHDVH LQ .OXUDEDKDW ZLWK
,QFUHHFUHDVH LQ

,QFUHDVH LQ ,VODPLF FXV\
'"HFUILQ GXH WR EDQNV DQG R
'"HFUHDVH LQ RWKHU OLDELOLWLHYV

&DVK JHQHUDWHG IURP XVHG LQ RSHUDWLRQV
3D\PHQW RI GLUHFV

1HW FDVK JHQHUDWHG IURP XVHG LQ RSHUDWLQJ DFWLYLWLHYV

&DVK IORZV IURP LQYHVWLQJ DFWLYLWLHYV
3XUFKDVH RI ,VODPLF I

3URFHHGV II,VODPLF LQYHVYV

$GGLWLRQ LQ LQYF

'LYLGHQG UHFHLYHG IURP

3XUFKDVH RI SURSH

3URFHHGV IURP GLVSIHTXLS

3URILW LQFRPH RQ ,VODP

$GGLWLRQV WR LQ

3URFHHGV IURP GLVSRVDO |

1HW FDVK XVHG LQ JHQHUDWHG IURP LQYHVWLQJ DFWLYLWLHV
1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DCHTXLYDOHQWYV DW WK

&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH \HDU 1RWH

7KH DFFRPSDQ\LQJ QRWHV IRUP DQ LQWHJUDO SDUW RI WKHVH ILQDQFL
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

*HQHUDO LQIRUPDWLRQ
$MPDQ %DQN 3-6& WKH *%DQN’ ZDV LQFRUSRUDWHG DV D 3XEOLF -F

RI WKH %DQN LV 3 2 %R] $MPDQ 8QLWHG $UDE (PLUDWHV 38%$(’
RQ $SULO DQG ZDV UHJLVWHUHG ZLWK WKH 6HFXULWLHY DQG
DQG REWDLQHG D OLFHQVH IURP WKH &HQWUDO %DQN RI WKH 8
2Q '"HFHPEHU WKH %DQN REWDLQHG D EUDQFK EDQNLQJ C

FRPPHQFHG LWV RSHUDWLRQV RQ '"HFHPEHU

,Q DGGLWLRQ WR LWV +HDG RIILFH LQ $MPDQ WKH %DQN RSHUDWAH
WKH 8%( 7KH ILQDQFLDO VWDWHPHQWY FRPELQH WKH DFWLYLWLHYV

7KH SULQFLSDO DFWLYLWLHV Rl WKH %DQN DUH WR XQGHUWDNH EL
YDULRXV ,VODPLF ILQDQFLQJ DQG LQYHVWPHQW SURGXFWV VXFK I
6XNXN DQG ,MDUDK 7KH DFWLYLWLHV RI WKH %DQN DUH FRQGXFYV
SULQFLSOHV DQG ZLWKLQ WKH SURYLVLRQV RI LWV OHPRUDQGXP DQ

$SSOLFDWLRQ RI QHZ DQG UHYLVHG ,QWHUQDWLRQDO )LQDQFLD
BWDQGDUGY DPHQGPHQWY DQG LQWHUSUHWDWLRQV

BWDQGDUGY DPHQGPHQWY DQG LQWHUSUHWDWLRQV WKDW DUH H
EHJLQQLQJ RQ -DQXDU\

,QWHUEDQN RIIHUHG UDWHV 3, %25V UHIRUP GLVFORVXUH * 3KDVH

,Q $XIXVW WKH ,$6% LVVXHG ,%25 UHIRUP 3KDVH ZKLFK DPHC
J)LQDQFLDO ,QVWUXPHQWY 5HFRJQLWLRQ DQG OHDVXUHPHQW ,)5¢€
,QVXUDQFH &RQWUDFWYV DQG ,)56 /HDVHYV

,%25 5HIRUP 3KDVH SURYLGHV WHPSRUDU\ UHOLHIV WKDW DOORZ
XSRQ WKH UHSODFHPHQW RI DQ H[LVWLQJ SURILW UDWH EHQFKPDUN
UDWH 35)5°7 7KH UHOLHIV UHTXLUH WKH %DQN WR DPHQG KHGJH C
LQFOXGHV UHGHILQLQJ WKH KHGJHG ULVN WR UHIHUHQFH DQ 5)5
LOVWUXPHQW DQG RU WKH KHGJHG LWHP WR UHIHUHQFH WKH 5)5
HITHFWLYHQHVY 8SGDWHV WR WKH KHGJLQJ GRFXPHQWDWLRQ PXV\
ZKLFK D UHSODFHPHQW WDNHV SODFH )RU WKH UHWURVSHFWLYH L
HOHFW RQ D KHGJH E\ KHGJH EDVLV WR UHVHW WKH FXPXODWLYH ILC
DQ SURILW UDWH DV D QRQ FRQWUDFWXDOO\ VSHFLILHG KHGJHG U
IORZV RI D KHGJHG LWHP SURYLGHG WKH SURILW UDWH ULVN FRPE
DVVHVVHG WKH LPSDFW RI 3KDVH DQG FRQFOXGHG WKDW LW LV QR

%25V VXFK DV WKH /RQGRQ ,QWHUEDQN 2IIHUHG 5DWH 3/,%25" S
PDUNHWY VHUYLQJ DV UHIHUHQFH UDWHY IRU GHULYDWLYHV ORD!
6XNXNV DQG DV SDUDPHWHUYV LQ WKH YDOXDWLRQ RI ILQDQFLDO LC

BQFHUWDLQW\ VXUURXQGLQJ WKH LQWHJULW\ RI , %25 UDWHV KDV L
PDUNHW SDUWLFLSDQWYV WR ZRUN WRZDUGV D WUDQVLWLRQ WR 5)
MXULVGLFWLRQV KDYH UHFRPPHQGHG DOWHUQDWLYH ULVN IUHH UF
SURJUHVY LQ WKH WUDQVLWLRQ WR WKHVH QHZ EHQFKPDUNYV KDV
,%25 EHQFKPDUNV EH\RQG -DQXDU\

7KH PDMRULW\ Rl /,%25 DQG RWKHU ,%25V DUH WR EH GLVFRQWLQXH
FHUWDLQ $OWHUQDWLYH 5HIHUHQFH 5DWHV 3$55V° ZLWK WKH HJI
FHVVDWLRQ LV GHOD\HG XQWLO  -XQH 7KH WUDQVLWLRQ DZD\
XQLWYV DQG VXSSRUW IXQFWLRQV RI WKH %DQN
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

$SSOLFDWLRQ RI QHZ DQG UHYLVHG ,QWHUQDWLRQDO
3)56° FRQWLQXHG

BWDQGDUGY DPHQGPHQWY DQG LQWHUSUHWDWLRQV FRQWLQXH

7KH %DQN LV LQ SURFHVV RI DVVHVVLQJ WKH LPSDFW RI UDWH UHSC
RQ '"HFHPEHU PDQDJHPHQW GRHV QRW EHOLHYH WKDW WKH LP
KDYH LPPDWHULDO SRUWIROLR RI RWKHU FXUUHQFLHY DSDUW IURP

7TKHUH DUH QR RWKHU VLIJQLILFDQW DSSOLFDEOH QHZ VWDQGDUGYV
,)56 , & LQWHUSUHWDWLRQV WKDW KDYH EHHQ LVVXHG EXW DUH QRW
\HDU EHJLQQLQJ RQ -DQXDU\ WKDW ZRXOG EH H[SHFWHG WR KD
VWDWHPHQWYV

'"HILQLWLRQV
7KH IROORZLQJ WHUPV DUH XVHG LQ WKH ILQDQFLDO VWDWHPHQWYV
OXUDEDKD

.V D FROQOWUDFW ZKHUHE\ WKH %DQN WKH 36HOOHU" VHOOV DQ DVV}
SD\PHQW EDVLV DIWHU SXUFKDVLQJ WKH DVVHW DQG JDLQLQJ SRVV
KDV SXUFKDVHG DQG DFTXLUHG WKDW DVVHW EDVHG RQ D SURPLYV
RQFH SXUFKDVHG DFFRUGLQJ WR VSHFLILF OXUDEDKD WHUPV DQG F
WKH FRVW RI WKH DVVHW DQG D SUH DJUHHG SURILW DPRXQW O0XUD
DSSRUWLRQHG EDVLVY RYHU WKH SHULRG RI WKH FROQWUDFW EDVHG
VDOH SULFH LV SDLG E\ WKH 3XUFKDVHU WR WKH 6HOOHU RQ DQ LQ®
VWDWHG LQ WKH FRQWUDFW

:DNDOD

.V DQ DJUHHPHQW EHWZHHQ WZR SDUWLHV ZKHUHE\ RQH SDUW\ LV D
D FHUWDLQ DPRXQW Rl PRQH\ WKH 3:DNDOD &DSLWDO" WR DQ DJH
&DSLWDO LQ D 6KDULDYfD FRPSOLDQW PDQQHU DQG DFFRUGLQJ WR V
WR WKH OXZDNNLO E\ WKH :DNHHO 7KH :DNHHO LV HQWLWOHG WR |
DPRXQW RU D SHUFHQWDJH RI WKH :DNDOD &DSLWDO 7KH :DNHHO F
FHUWDLQ SUH DJUHHG UDWH Rl UHWXUQ DV D SHUIRUPDQFH LQFHQ)
RQ GHFODUDWLRQ RU GLVWULEXWLRQ E\ WKH :DNHHO +RZHYHU VLQ
LW LV LQWHUQDOO\ GLVWULEXWHG RQ D WLPH DSSRUWLRQHG EDVLV
RXWVWDQGLQJ 7KH :DNHHO ZRXOG EHDU WKH ORVV LQ FDVH RI LW
WHUPV DQG FRQGLWLRQV RI WKH :DNDOD $JUHHPHQW RWKHUZLVH
SURYLGHG WKH 0OXZDNNLO UHFHLYHV VDWLVIDFWRU\ HYLGHQFH WKD
‘DNHHO QHLWKHU ZDV DEOH WR SUHGLFW WKH VDPH QRU FRXOG KD
VDPH RQ WKH :DNDOD 8QGHU WKH :DNDOD DJUHHPHQW WKH %DQN P
WKH FDVH PD\ EH
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

'"HILQLWLRQV FRQWLQXHG
,VWLVQDYD

.V D VDOH FRQWUDFW EHWZHHQ WZR SDUWLHV ZKHUHE\ WKH %DQN
IRU LWV FXVWRPHU WKH *0XVWDVQL" RU 33XUFKDVHU" D VSHFLII
DFFRUGLQJ WR FHUWDLQ SUH DJUHHG VSHFLILFDWLRQV WR EH GH
FRQVLGHUDWLRQ RI D SUH GHWHUPLQHG SULFH ZKLFK FRPSULVHV V
ZRUN XQGHUWDNHQ LV QRW UHVWULFWHG WR EH DFFRPSOLVKHG E
FRQVWUXFWLRQ RU GHYHORSPHQW FDQ EH XQGHUWDNHQ E\ WKLUG
6DQLY 8QGHU DQ ,VWLVQDYID FRQWUDFW WKH %DQN FRXOG EH WKH
EHWZHHQ WKH VDOH SULFH RI $0 ODVQRR WR WKH FXVWRPHU DQG
DFFRXQWHG IRU RQ D WLPH DSSRUWLRQHG EDVLV RYHU WKH SHULR
RXWVWDQGLQJ

OXGDUDED

,V D FRQWUDFW EHWZHHQ WZR SDUWLHV ZKHUHE\ RQH SDUW\ LV D
SURYLGH D FHUWDLQ DPRXQW RI IXQGY WKH 30XGDUDED &DSLWDO’
ZRXOG WKHQ LQYHVW WKH 0OXGDUDED &DSLWDO LQ D VSHFLILF HQW
H[SHUWLVH IRU D VSHFLILF SUH DJUHHG VKDUH LQ WKH UHVXOWDQYV
WKH PDQDJHPHQW RI WKH OXGDUDED DFWLYLW\ ,Q SULQFLSOH WKH
GLVWULEXWLRQ E\ WKH 0OXGDULE +RZHYHU VLQFH WKH OXGDUDED S
GLVWULEXWHG RQ D WLPH DSSRUWLRQHG EDVLV RYHU WKH 0XGD
RXWVWDQGLQJ 7KH OXGDULE ZRXOG EHDU WKH ORVV LQ FDVH RI LW
WHUPY DQG FRQGLWLRQV RI WKH 0OXGDUDED FRQWUDFW RWKHUZLYV
SURYLGHG WKH 5DE $0 0DO UHFHLYHVY VDWLVIDFWRU\ HYLGHQFH Wk
WKH OXGDULE QHLWKHU ZDV DEOH WR SUHGLFW WKH VDPH QRU FRX
WKH VDPH RQ WKH 0OXGDUDED 8QGHU WKH 0OXGDUDED FRQWUDFW WK
0bO DV WKH FDVH PD\ EH

OXVKDUDND

,V DQ DJUHHPHQW EHWZHHQ WKH %DQN DQG LWV FXVWRPHU ZKHUHIE
WKH OXVKDUDND WKH *0XVKDUDND &DSLWDO"~ 7KH OXVKDUDND &DS
DV YDOXHG DW WKH WLPH RI HQWHULQJ LQWR WKH OXVKDUDND 7K
LQYHVWPHQW HQWHUSULVH ZKHWKHU H[LVWLQJ RU QHZ RU WKH Rz
RU DFFRUGLQJ WR D GLPLQLVKLQJ DUUDQJHPHQW HQGLQJ XS ZLWK
RZQHUVKLS 7KH SURILW LV VKDUHG DFFRUGLQJ WR D SUH DJUHHG
OXVKDUDND DJUHHPHQW ,Q SULQFLSOH OXVKDUDND SURILW LV GLV
PDQDJLQJ SDUWQHU +RZHYHU VLQFH WKH OXVKDUDND SURILW LV
GLVWULEXWHG RQ D WLPH DSSRUWLRQHG EDVLV RYHU WKH O0XVKD
RXWVWDQGLQJ :KHUHDV WKH ORVV LI DQ\ LV VKDUHG LQ SURSRUMW
LQ WKH DEVHQFH Rl WKH PDQDJLQJ SDUWQHUYV QHJOLJHQFH EUH
HYLGHQFH WKDW VXFK ORVV ZDV GXH WR IRUFH PDMHXUH DQG WKDYV
WKH VDPH QRU FRXOG KDYH SUHYHQWHG WKH QHJDWLYH FRQVHTXH
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

'"HILQLWLRQV FRQWLQXHG
,MDUDK

,V DQ DIJUHHPHQW ZKHUHE\ WKH %DQN WKH 3/HVVRU" OHDVHV DQ
SXUFKDVLQJ RU DFTXLULQJ WKH VSHFLILHG DVVHW HLWKHU IURP I
DFFRUGLQJ WR WKH FXVWRPHUYVY UHTXHVW DQG EDVHG RQ KLV SUREF
VSHFLILF OHDVH WHUP RU SHULRGY SD\DEOH RQ IL[HG RU YDULDEO

7KH MDUDK DJUHHPHQW VSHFLILHVY WKH OHDVHG DVVHW GXUDWLR:
FDOFXODWLRQ DQG WKH WLPLQJ RI UHQWDO SD\PHQW 7KH /HVVHH
OHDVH SHULRGY DQG SD\ WKH UHOHYDQW UHQWDO SD\PHQW DPRX!
IRUPXOD WKURXJKRXW WKH OHDVH WHUP

7KH /HVVRU UHWDLQV WKH RZQHUVKLS RI WKH DVVHW WKURXJKRXW
IXOILOOPHQW RI DOO WKH REOLJDWLRQV E\ WKH /HVVHH XQGHU WKH
WR WKH /HVVHH DW QRPLQDO YDOXH EDVHG RQ D VDOH XQGHUWDNLC

,MDUDK UHQWDOV DFFUXH XSRQ WKH FRPPHQFHPHQW RI WKH OHDVH
WKH RXWVWDQGLQJ IL[HG UHQWDOV ZKLFK SUHGRPLQDQWO\ UHSUH\

6 XNXN
7TKHVH FRPSULVH DVVHW EDFNHG 6KDULDTD FRPSOLDQW WUXVW FH!

6 XPPDU\ RI VLIQLILFDQW DFFRXQWLQJ SROLFLHYV
D 6WDWHPHQW RI FRPSOLDQFH

7TKHVH ILOQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG LQ DFFRU
6WDQGDUGY ,)56 DQG DSSOLFDEOH UHTXLUHPHQWY RI 8QLWHG $UI
/IDZ 1R RI DQG '"HFUHWDO )HGHUDO /DZ 1R R

E %DVLV RI SUHSDUDWLRQ

7TKH ILQDQFLDO VWDWHPHQWY RI WKH %DQN KDYH EHHQ SUHSDUHG R
LQVWUXPHQWY DQG LQYHVWPHQW SURSHUWLHY WKDW DUH PHDVXUH
H[SODLQHG LQ WKH DFFRXQWLQJ SROLFLHV EHORZ

+LVWRULFDO FRVW LV JHQHUDOO\ EDVHG RQ WKH IDLU YDOXH RI WKH
VHUYLFHV

)DLU YDOXH LV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO D(
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUH
REVHUYDEOH RU HVWLPDWHG XVLQJ DQRWKHU YDOXDWLRQ WHFKQL
OLDELOLW\ WKH %DQN WDNHV LQWR DFFRXQW ZKHQ SULFLQJ WKH I
WKRVH FKDUDFWHULVWLFVY LOWR DFFRXQW ZKHQ SULFLQJ WKH DVVFH
PHDVXUHPHQW DQG RU GLVFORVXUH SXUSRVHV LQ WKHVH ILQDQFLD
IRU PHDVXUHPHQWY WKDW KDYH VRPH VLPLODULWLHY WR IDLU YDO
,$6
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LIJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG

F %DVLV RI SUHSDUDWLRQ FRQWLQXHG

,Q DGGLWLRQ IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV IDLU YDOXH I
EDVHG RQ WKH GHJUHH WR ZKLFK WKH LQSXWV WR IDLU YDOXH PHD
WKH LQSXWV WR WKH IDLU YDOXH PHDVXUHPHQW LQ LWV HQWLUHW\

/[HYHO LQSXWV DUH TXRWHG SULFHV XQDGMXVWHG LQ DFWLYH |
HQwWLW\ FDQ DFFHVV DW WKH PHDVXUHPHQW GDWH

/[HYHO LQSXWV DUH LQSXWV RWKHU WKDQ WKDW TXRWHG SULFH
WKH DVVHW RU OLDELOLW\ HLWKHU GLUHFWO\ RU LQGLUHFWO\ D¢

/[HYHO LQSXWV DUH XQREVHUYDEOH LQSXWV IRU WKH DVVHW RU

7KH ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG LQ $UDE (PLUDWHYV
QHDUHVW WKRXVDQGYVY GLUKDP H[FHSW ZKHQ RWKHUZLVH LQGLFDW!

7KH SULQFLSDO DFFRXQWLQJ SROLFLHY DUH VHW RXW EHORZ

7TKHVH ILOQODQFLDO VWDWHPHQWY LQFRUSRUDWH WKH ILQDQFLDO VWD
&RQWURO LV DFKLHYHG ZKHQ WKH %DQN KDV

X SRZHU RYHU WKH LQYHVWHH
X HISRVXUH RU KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQY
X WKH DELOLW\ WR XVH LWV SRZHU RYHU WKH LQYHVWHH WR DIIHFW

7TKH %DQN UHDVVHVVHV ZKHWKHU RU QRW LW FRQWUROV DQ LQYHVYV
FKDQJHY WR RQH RU PRUH RI WKH WKUHH HOHPHQWY RI FRQWURO OL

KHQ WKH %DQN KDV OHVV WKDQ D PDMRULW\ RI WKH YRWLQJ ULJKWYV
WKH YRWLQJ ULJKWYV DUH VXIILFLHQW WR JLYH LW WKH SUDFWLFDO
XQLODWHUDOO\ 7KH %DQN FRQVLGHUV DOO UHOHYDQW IDFWV DQG |
YRWLQJ ULJKWV LQ DQ LQYHVWHH DUH VXIILFLHQW WR JLYH LW SRZH

X WKH VL]H RI WKH %DQNfV KROGLQJ RI YRWLQJ ULJKWV UHODWLY
RWKHU YRWH KROGHUYV

X SRWHQWLDO YRWLQJ ULJKWV KHOG E\ WKH %DQN RWKHU YRWH K
x ULJKWV UDLVLQJ IURP RWKHU FRQWUDFWXDO DUUDQJHPHQWYV DC

x DQ\ DGGLWLRQDO IDFWV DQG FLUFXPVWDQFHV WKDW LQGLFDWH
DELOLW\ WR GLUHFW WKH UHOHYDQW DFWLYLWLHY DW WKH WLP
SDWWHUQV DQG SUHYLRXV VKDUHKROGHUVY PHHWLQJV

&RQVROLGDWLRQ RI D VXEVLGLDU\ EHJLQV ZKHQ WKH %DQN REWDLQ
%DQN ORVHV FRQWURO RYHU RI WKH VXEVLGLDU\ 6SHFLILFDOO\ L
GLVSRVHG RI GXULQJ WKH ILQDQFLDO SHULRG DUH LQFOXGHG LQ W
FROWURO XQWLO WKH GDWH ZKHQ WKH %DQN FHDVHVY WR FRQWURO

3URILW RU ORVV Rl HDFK FRPSRQHQW RI RWKHU FRPSUHKHQVLYH LQF
WR WKH QRQ FRQWUROOLQJ LQWHUHVWY HYHQ LI WKLV UHVXOWV LQ

KHQ QHFHVVDU\ DGMXVWPHQWY DUH PDGH WR WKH ILQDQFLDO VWI
SROLFLHVY LQWR OLQH ZLWK WKH %DQNYV DFFRXQWLQJ SROLFLHYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LIJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
F  %DVLV Rl SUHSDUDWLRQ FRQWLQXHG

$00 LQWUDJURXS DVVHWYV OLDELOLWLHV HTXLW\ LQFRPH H[SHQV
HQWLWLHV RI WKH *URXS DUH HOLPLQDWHG LQ IXOO RQ FRQVROLGDYV

&KDQJHV LQ WKH %DQNJV RZQHUVKLS LQWHUHVWV LQ VXEVLGLDULH
WKH VXEVLGLDULHY DUH DFFRXQWHG IRU DV HTXLW\ WUDQVDFWLRQ
WKH QRQ FRQWUROOLQJ LQWHUHVWY DUH DGMXVWHG WR UHIOHFW \
$Q\ GLIIHUHQFH EHWZHHQ WKH DPRXQW E\ ZKLFK WKH QRQ FRQWUR
RI WKH FRQVLGHUDWLRQ SDLG SD\DEOH RU UHFHLYHG UHFHLYDEOH
VKDUHKROGHUV Rl WKH 3DUHQW

‘KHQ WKH %DQN ORVHY FRQWURO RI D VXEVLGLDU\ D JDLQ RU ORV
FDOFXODWHG DV WKH GLIITHUHQFH EHWZHHQ L WKH DJJUHJDWH RI
IDLU YDOXH RI DbQ\ UHWDLQHG LQWHUHVW DQG LL WKH SUHYLRXV FL
OLDELOLWLHV RI WKH VXEVLGLDU\ DQG DQ\ QRQ FRQWUROOLQJ LQW
UHYDOXHG DPRXQWY RU IDLU YDOXHY DQG WKH UHODWHG FXPXODWL
RI FRPSUHKHQVLYH LQFRPH DQG DFFXPXODWHG LQ HTXLW\ WKH DPR
FRPSUHKHQVLYH LQFRPH DQG DFFXPXODWHG LQ HTXLW\ DUH DFFRXQ
WKH UHOHYDQW DVVHWY L H UHFODVVLILHG WR SURILW RU ORVV RL
DSSOLFDEOH ,)56V

G &DVK DQG FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY LQFOXGH FDVK RQ KDQG XQUHVWUL
DQG KLJKO\ OLTXLG ILQDQFLDO DVVHWYV ZLWK RULJLQDO PDWXULWL
WKDW DUH VXEMHFW WR DQ LQVLJQLILFDQW ULVN RI FKDQJH LQ W
PDQDJHPHQW RI LWV VKRUW WHUP FRPPLWPHQWV

&DVK DQG FDVK HTXLYDOHQWY DUH FDUULHG DW DPRUWLVHG FRVW
H 'XH IURP EDQNV

'XH IURP EDQNV DUH VWDWHG DW FRVW OHVV DQ\ DPRXQWV ZULWWH
|  )LQDQFLDO LQVWUXPHQWYV

)LQDQFLDO DVVHWYV DQG OLDELOLWLHY DUH UHFRJQLVHG ZKHQ %DQ
WKH LQVWUXPHQW

JLQDQFLDO DVVHWV DQG OLDELOLWLHV DUH LQLWLDOO\ PHDVXUHG
DWWULEXWDEOH WR WKH DFTXLVLWLRQ RU LVVXH RI ILQDQFLDO DV
RI WKH ILQDQFLDO DVVHWYV RU ILQDQFLDO OLDELOLWLHV DV DSSUR
%XVLQHVV PRGHO DVVHVVPHQW

7KH %DQN PDNHV DQ DVVHVVPHQW RI WKH REMHFWLYH RI D EXVLQH)\

OHYHO EHFDXVH WKLV EHVW UHIOHFWV WKH ZD\ WKH EXVLQHVV
PDQDJHPHQW
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG

|  )LQDQFLDO LQVWUXPHQWYV FRQWLQXHG

%XVLQHVV PRGHO DVVHVVPHQW FRQWLQXHG
7KH LQIRUPDWLRQ FRQVLGHUHG LQFOXGHYV

Xx 7KH VWDWHG SROLFLHY DQG REMHFWLYHV IRU WKH SRUWIROLR C
SDUWLFXODU ZKHWKHU PDQDJHPHQW V VWUDWHJ\ IRFXVHV RQ
SDUWLFXODU SURILW UDWH SURILOH PDWFKLQJ WKH GXUDWLRC
OLDELOLWLHVY WKDW DUH IXQGLQJ WKRVH DVVHWY RU UHDOLVLQ

x KRZ WKH SHUIRUPDQFH RI WKH SRUWIROLR LV HYDOXDWHG DQG L

WKH ULVNV WKDW DIIHFW WKH SHUIRUPDQFH RI WKH EXVLQHVV P
EXVLQHVY PRGHO DQG KRZ WKRVH ULVNVY DUH PDQDJHG

X KRZ PDQDJHUV RI WKH EXVLQHVY DUH FRPSHQVDWHG H J ZKHWI
RI WKH DVVHWY PDQDJHG RU WKH FROQWUDFWXDO FDVK IORZV FR

7KH IUHTXHQF\ YROXPH DQG WLPLQJ RI VDOHV LQ SULRU SHULRC

WV H[SHFWDWLRQV DERXW IXWXUH VDOHV DFWLYLW\ +RZHYHI
FRQVLGHUHG LQ LVRODWLRQ EXW DV SDUW RI DQ RYHUDOO DVYV
PDQDJLQJ WKH ILQDQFLDO DVVHWYV LV DFKLHYHG DQG KRZ FDVK |

JLQDQFLDO DVVHWYV

$00 ILQDQFLDO DVVHWYV DUH UHFRJQLVHG DQG GHUHFRJQLVHG RQ D
DVVHW LV XQGHU D FRQWUDFW ZKRVH WHUPV UHTXLUH GHOLYHU\ RI
E\ WKH PDUNHW FRQFHUQHG DQG DUH LQLWLDOO\ PHDVXUHG DW ILC
ILQDQFLDO DVVHWY FODVVLILHG DV DW )973/ 7UDQVDFWLRQ FRVWYV
DVVHWYVY FODVVLILHG DV DW )973/ DUH UHFRJQLVHG LPPHGLDWHO\ L(

$00 UHFRJQLVHG ILQDQFLDO DVVHWYVY WKDW DUH ZLWKLQ WKH VFRSF
DW DPRUWLVHG FRVW RU IDLU YDOXH RQ WKH EDVLV RI WKH HQWLW
DQG WKH FRQWUDFWXDO FDVK IORZ FKDUDFWHULVWLFV RI WKH ILQL

L ILQDQFLQJ LQVWUXPHQWY WKDW DUH KHOG ZLWKLQ D EXVLQHV
FRQWUDFWXDO FDVK IORZV DQG WKDW KDYH FRQWUDFWXDO FDV
SURILW RQ WKH SULQFLSDO DPRXQW RXWVWDQGLQJ 633, DUH V

LLILQDQFLQJ LQVWUXPHQWY WKDW DUH KHOG ZLWKLQ D EXVLQHVV
FRQWUDFWXDO FDVK IORZV DQG WR VHOO WKH LQVWUXPHQWYV D¢
DUH VXEVHTXHQWO\ PHDVXUHG DW IDLU YDOXH WKURXJK RWKHU

LLDOO RWKHU ILQDQFLQJ LQVWUXPHQWY HJ LQVWUXPHQWY PDQD
HTXLW\ LQYHVWPHQWY DUH VXEVHTXHQWO\ PHDVXUHG DW )973/ +
LUUHYRFDEOH HOHFWLRQ GHVLJQDWLRQ DW LQLWLDO UHFRJQLW|
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LIJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLQDQFLDO DVVHWV FRQWLQXHG

LYWKH %DQN PD\ LUUHYRFDEO\ HOHFW WR SUHVHQW VXEVHTXHQW
WKDW LV QHLWKHU KHOG IRU WUDGLQJ QRU FRQWLQJHQW FRQVL
FRPELQDWLRQ WR ZKLFK ,)56 DSSOLHV LQ RWKHU FRPSUHKHQV|

Y WKH %DQN PD\ LUUHYRFDEO\ GHVLJQDWH D ILQDQFLQJ LQVWUXPH
FULWHULD DV PHDVXUHG DW )973/ LI GRLQJ VR HOLPLQDWHYV RU V
UHIHUUHG WR DV WKH IDLU YDOXH RSWLRQ

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV DUH QRQ GHULYDWL"
SD\PHQWV WKDW DUH QRW TXRWHG LQ DQ DFWLYH PDUNHW )LQDQ
HTXLYDOHQWYVY ,VODPLF ILQDQFH UHFHLYDEOHV GXH IURP EDQNYV
UHFHLYDEOHV DUH PHDVXUHG DW DPRUWLVHG FRVW XVLQJ WKH HII

BURILW LQFRPH LV UHFRJQLVHG E\ DSSO\LQJ WKH HIIHFWLYH SURIL
WKH HIITHFW Rl GLVFRXQWLQJ LV LPPDWHULDO

L J)LOQDQFLQJ LQVWUXPHQWY DW DPRUWLVHG FRVW RU DW )972&,

7KH %DQN DVVHVVHV WKH FODVVLILFDWLRQ DQG PHDVXUHPHQW RI
IORZ FKDUDFWHULVWLFV RI WKH DVVHW DQG WKH %DQNTV EXVLQHV'

JRU DQ DVVHW WR EH FODVVLILHG DQG PHDVXUHG DW DPRUWLVHG
JLYH ULVH WR FDVK IORZV WKDW DUH VROHO\ SD\PHQWYV RI SULQFLS

JRU WKH SXUSRVH RI 633, WHVW SULQFLSDO LV WKH IDLU YDOXH R
SULQFLSDO DPRXQW PD\ FKDQJH RYHU WKH OLIH RI WKH ILQDQFLDO
SURILW FRQVLVWY RI FRQVLGHUDWLRQ IRU WKH WLPH YDOXH RI PRQ
DPRXQW RXWVWDQGLQJ GXULQJ D SDUWLFXODU SHULRG RI WLPH DQ
DV D PDUJLQ 7KH 633, DVVHVVPHQW LV PDGH LQ WKH FXUUHQF\ LQ .

&RQWUDFWXDO FDVK IORZV WKDW DUH 633, DUH FRQVLVWHQW ZLWK
WKDW LQWURGXFH H[SRVXUH WR ULVNV RU YRODWLOLW\ LQ WKH F
ILQDQFLQJ DUUDQJHPHQW VXFK DV H[SRVXUH WR FKDQJHV LQ HTXL!
WR FRQWUDFWXDO FDVK IORZV WKDW DUH 633, $Q DVVHVVPHQW RI

IXQGDPHQWDO WR WKH FODVVLILFDWLRQ RI D ILQDQFLDO DVVHW 7}
WKDW UHIOHFWV KRZ JURXSV RI ILQDQFLDO DVVHWY DUH PDQDJHG V

7KH %DQNJV EXVLQHVV PRGHO GRHV QRW GHSHQG RQ PDQDJHPHQV
WKHUHIRUH WKH EXVLQHVV PRGHO DVVHVVPHQW LV SHUIRUPHG DW
LQVWUXPHQW E\ LQVWUXPHQW EDVLV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLODQFLDO DVVHWY FRQWLQXHG
L J)LQDQFLQJ LQVWUXPHQWY DW DPRUWLVHG FRVW RU DW )972&, F

7TKH %DQN KDV PRUH WKDQ RQH EXVLQHVYVY PRGHO IRU PDQDJLQJ LW
%DQN PDQDJHV LWV ILQDQFLDO DVVHWY LQ RUGHU WR JHQHUDWH F
ZKHWKHU FDVK IORZV ZLOO UHVXOW IURP FROOHFWLQJ FROQWUDFWX

$W LQLWLDO UHFRJIJQLWLRQ RI D ILQDQFLDO DVVHW WKH %DQN GHMW
DUH SDUW RI DQ H[LVWLQJ EXVLQHVV PRGHO RU ZKHWKHU WKH\ UHIC
7TKH %DQN UHDVVHVV LWV EXVLQHVV PRGHOV HDFK UHSRUWLQJ SHLU
KDYH FKDQJHG VLQFH WKH SUHFHGLQJ SHULRG )RU WKH FXUUHQW
LGHQWLILHG D FKDQJH LQ LWV EXVLQHVYVY PRGHOV

'KHQ D ILQDQFLQJ LQVWUXPHQW PHDVXUHG DW )972&, LV GHUHFRJQ
UHFRJQLVHG LQ 2&, LV UHFODVVLILHG IURP HTXLW\ WR SURILW RLU
GHVLJQDWHG DV PHDVXUHG DW )972&, WKH FXPXODWLYH JDLQ OF
VXEVHTXHQWO\ UHFODVVLILHG WR SURILW RU ORVV EXW WUDQVIHUL

JLOQDQFLQJ LQVWUXPHQWY WKDW DUH VXEVHTXHQWO\ PHDVXUHG D
LPSDLUPHQW

LL)LQDQFLDO DVVHWYV DW )973/
JLODQFLDO DVVHWY DW )973/ DUH

L DVVHWYV ZLWK FROQWUDFWXDO FDVK IORZVY WKDW DUH QRW 633, R

LLDVVHWY WKDW DUH KHOG LQ D EXVLQHVYV PRGHO RWKHU WKDQ K
FROOHFW DQG VHOO RU

LLDVVHWY GHVLJQDWHG DW )973/ XVLQJ WKH IDLU YDOXH RSWLRQ

7KHVH DVVHWY DUH PHDVXUHG DW IDLU YDOXH ZLWK DQ\JDLQV ORYV
RU ORVYV

)DLU YDOXH RSWLRQ

$ ILQDQFLDO LQVWUXPHQW ZLWK D UHOLDEO\ PHDVXUDEOH IDLU YD
RSWLRQ RQ LWV LQLWLDO UHFRJQLWLRQ HYHQ LI WKH ILQDQFLDO |
IRU WKH SXUSRVH Rl VHOOLQJ RU UHSXUFKDVLQJ 7KH IDLU YDOXF
HOLPLQDWHV RU VLIJQLILFDQWO\ UHGXFHV D PHDVXUHPHQW RU UHFF
IURP PHDVXULQJ DVVHWV RU OLDELOLWLHV RU UHFRJQL]JLQJ UHOI
SDFFRXQWLQJ PLVPDWFK" 7KH IDLU YDOXH RSWLRQ FDQ EH HOHFW
HOLPLQDWHYV DQ DFFRXQWLQJ PLVPDWFK LL WKH ILQDQFLDO OLDE
YDOXH EDVLV LQ DFFRUGDQFH ZLWK D GRFXPHQWHG ULVN PDQDJHF
HPEHGGHG GHULYDWLYH LQ WKH ILQDQFLDO RU QRQ ILQDQFLDO KRV
WR WKH KRVW FRQWUDFW 7KHVH LQVWUXPHQWY FDQQRW EH UHFOI
KHOG RU LVVXHG )LQDQFLDO DVVHWV GHVLJQDWHG DV )973/ DUH U
RU ORVVHV DULVLQJ GXH WR FKDQJHV LQ IDLU YDOXH DUH LQFOXGH
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLODQFLDO DVVHWY FRQWLQXHG
LLBHFODVVLILEDWLRQV

| WKH EXVLQHVV PRGHO XQGHU ZKLFK WKH %DQN KROGV ILQDQFLDO
UHFODVVLILHG 7KH FODVVLILFDWLRQ DQG PHDVXUHPHQW UHTXLLU
SURVSHFWLYHO\ IURP WKH ILUVW GD\ RI WKH ILUVW UHSRUWLQJ SH
UHVXOWYV LQ UHFODVVLI\LQJ WKH %DQNYV ILQDQFLDO DVVHWV 'XU
SHULRG WKHUH ZDV QR FKDQJH LQ WKH EXVLQHVV PRGHO XQGHU
WKHUHIRUH QR UHFODVVLILFDWLRQV ZHUH PDGH &KDQJHV LQ FRQ
DFFRXQWLQJ SROLF\ RQ PRGLILFDWLRQ DQG GHUHFRJQLWLRQ RI ILC

LY,  PSDLUPHQW

7KH %DQN UHFRJQLVHY ORVV DOORZDQFHV IRU (&/V RQ WKH IROORZL
DW )973/

'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
,VODPLF LQYHVWPHQWY VHFXULWLHV DW )972&,

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV

2WKHU ,VODPLF DVVHWYV

211 EDODQFH VKHHW H[SRVXUHV VXEMHFW WR FUHGLW ULVN

X X X X X

1R LPSDLUPHQW ORVV LV UHFRJQLVHG RQ ,VODPLF HTXLW\ LQYHVWF

'LWK WKH H[FHSWLRQ RI SXUFKDVHG RU RULJLQDWHG FUHGLW LP
FRQVLGHUHG VHSDUDWHO\ EHORZ (&/V DUH UHTXLUHG WR EH PHD)
HTXDO WR

f PRQWK (&/ L H OLIHWLPH (& WKDW UHVXOW IURP WKRVH GHID?>
DUH SRVVLEOH ZLWKLQ PRQWKY DIWHU WKH UHSRUWLQJ GDWH

f IXOO OLIHWLPH (&/ L H OLIHWLPH (& WKDW UHVXOW IURP DOO
ILQDQFLDO LQVWUXPHQW UHIHUUHG WR DV 6WDJH DQG 6WDJH

f $ ORVV DOORZDQFH IRU IXO0 OLIHWLPH (&/ LV UHTXLUHG IRU D IL
ILQDQFLDO LQVWUXPHQW KDV LQFUHDVHG VLJQLILFDQWO\ VLQF
LQVWUXPHQWYV (&/V DUH PHDVXUHG DW DQ DPRXQW HTXDO WR Wk

f (&/V DUH D SUREDELOLW\ ZHLJKWHG HVWLPDWH RI WKH SUHVHQW
WKH SUHVHQW YDOXH RI WKH GLITHUHQFH EHWZHHQ WKH FDVK 10/
FDVK IORZV WKDW WKH %DQN H[SHFWV WR UHFHLYH DULVLQJ IUR
VFHQDULRYVY GLVFRXQWHG DW WKH DVVHW({V (35

f IRU XQGUDZQ ILQDQFLDO FRPPLWPHQWY WKH (&/ LV WKH GLIIHL
GLIIHUHQFH EHWZHHQ WKH FRQWUDFWXDO FDVK IORZV WKDW DUH
GUDZV GRZQ WKH ILQDQFH DQG WKH FDVK IORZV WKDW WKH %DQ
GRZQ DQG

f IRU ILQDQFLDO JXDUDQWHH FRQWUDFWYV WKH (& LV WKH GLIIF
UHLPEXUVH WKH KROGHU RI WKH JXDUDQWHHG ILQDQFLQJ LQVWU>
UHFHLYH IURP WKH KROGHU WKH FXVWRPHU RU DQ\ RWKHU SDUW
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLODQFLDO DVVHWY FRQWLQXHG
LY ,PSDLUPHQW FRQWLQXHG

7KH %DQN PHDVXUHV (& RQ DQ LQGLYLGXDO EDVLVY RU RQ D FROOH!
VLPLODU HFRQRPLF ULVN FKDUDFWHULVWLFV 7KH PHDVXUHPHQW RI
RI WKH DVVHWY{V H[SHFWHG FDVK IORZV XVLQJ WKH DVVHWSf{V RULJL
DQ LQGLYLGXDO EDVLY RU D FROOHFWLYH EDVLV

Y &UHGLW LPSDLUHG ILQDQFLDO DVVHWYV

$ ILQDQFLDO DVVHW LV pFUHGLW LPSDLUHGY ZKHQ RQH RU PRUH F
HVWLPDWHG IXWXUH FDVK IORZV Rl WKH ILQDQFLDO DVVHW KDYH
UHIHUUHG WR DV 6WDJH DVVHWV (YLGHQFH RI FUHGLW LPSDLUPH(¢
HYHQWV

VLIQLILFDQW ILQDQFLDO GLIILFXOW\ RI WKH FXVWRPHU RU LVVXH
D EUHDFK RI FROQWUDFW VXFK DV D GHIDXOW RU SDVW GXH HYHQW
WKH ILQDQFHU RI WKH FXVWRPHU IRU HFRQRPLF RU FRQWUDFWX
GLIILFXOW\ KDYLQJ JUDQWHG WR WKH FXVWRPHU D FRQFHVVLRQ
WKH ILQDQFHU RI WKH FXVWRPHU KDV GRZQJUDGHG WKH UDWLQJV
RI WKH FXVWRPHU RU

WKH SXUFKDVH RI D ILQDQFLDO DVVHW DW D GHHS GLVFRXQW WKI

~ ~n ~h ~h —h

W PD\ QRW EH SRVVLEOH WR LGHQWLI\ D VLQJOH GLVFUHWH HYHQW
KDYH FDXVHG ILOQDQFLDO DVVHWY WR EHFRPH FUHGLW LPSDLUHG 7
WKDW DUH ILOQDQFLDO DVVHWY PHDVXUHG DW DPRUWLVHG FRVW RU
7R DVVHVV LI VRYHUHLJQ DQG FRUSRUDWH ILQDQFLQJ LOQVWUXPHQW
VXFK DV GHOLQTXHQF\ ZDWFKOLVW LQGLFDWLRQ UHVWUXFWXULQJ
RI WKH FXVWRPHU WR UDLVH IXQGLQJ

$ ILQDQFLDO DVVHW LV FRQVLGHUHG FUHGLW LPSDLUHG ZKHQ D FI
GHWHULRUDWLRQ LQ WKH FXVWRPHUfV ILQDQFLDO FRQGLWLRQ XQ¢
FRQFHVVLRQ WKH ULVN RI QRW UHFHLYLQJ WKH FRQWUDFWXDO FDV
RWKHU LQGLFDWRUV RI LPSDLUPHQW )RU ILQDQFLDO DVVHWV ZKHLU
WKH DVVHW LV GHHPHG FUHGLW LPSDLUHG ZKHQ WKHUH LV REVHU
PHHWLQJ WKH GHILQLWLRQ RI GHIDXOW 7KH GHILQLWLRQ RI GHID
LQGLFDWRUV DQG D EDFNVWRS LI DPRXQWYV DUH RYHUGXH IRU G
LPSDLUPHQW LV QRW UHFRJQLVHG IRU DVVHWV EH\RQG GD\V RYHL

YL3IXUFKDVHG RU RULJLOQDWHG FUHGLW LPSDLUHG 32&, ILQDQFLDC

32&, ILQDQFLDO DVVHWVY DUH WUHDWHG GLIITHUHQWO\ EHFDXVH WKH
WKHVH DVVHWV WKH %DQN UHFRJQLVHY DOO FKDQJHV LQ OLIHWLPHI
ZLWK DQ\ FKDQJHV UHFRJQLVHG LQ SURILW RU ORVV $ IDYRXUDEOF}
JDLQ
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6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLODQFLDO DVVHWY FRQWLQXHG
YLLHILQLWLRQ RI GHIDXOW

&ULWLFDO WR WKH GHWHUPLQDWLRQ RI (&/ LV WKH GHILQLWLRQ F
PHDVXULQJ WKH DPRXQW RI (& DQG LQ WKH GHWHUPLQDWLRQ RI ZKl
RU OLIHWLPH (&/ DV GHIDXOW LV D FRPSRQHQW RI WKH SUREDELC(
PHDVXUHPHQW RI (&/V DQG WKH LGHQWLILFDWLRQ RI D VLIQLILFDQV

7KH %DQN FRQVLGHUV WKH IROORZLQJ DV FRQVWLWXWLQJ DQ HYHQ

f WKH FXVWRPHU LV SDVW GXH PRUH WKDQ GD\V RQ DQ\ PDWHULL
f WKH FXVWRPHU LV XQOLNHO\ WR SD\ LWV FUHGLW REOLJDWLRQV '

7KH GHILQLWLRQ RI GHIDXOW LV DSSURSULDWHO\ WDLORUHG WR Ul
DVVHWYV )XUWKHU WKHUH DUH FDVHV ZKHUH WKH FULWHULD RI (
DVVHVVPHQW :KHQ DVVHVVLQJ LI WKH FXVWRPHU LV XQOLNHO\ WR
DFFRXQW ERWK TXDOLWDWLYH DQG TXDQWLWDWLYH LQGLFDWRUV
DVVHW IRU H[DPSOH LQ FRUSRUDWH ILQDQFLQJ D TXDOLWDWLYH L¢
XVHG IRU UHWDLO ILQDQFLQJ 4XDQWLWDWLYH LQGLFDWRUV VXFK
REOLJDWLRQ RI WKH VDPH FRXQWHUSDUW\ DUH NH\ LQSXWV LQ WKL
LOQIRUPDWLRQ WR DVVHVYV GHIDXOW ZKLFK DUH HLWKHU GHYHORSHG

YLBLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

7KH %DQN PRQLWRUV DOO ILQDQFLDO DVVHWVY LVVXHG ILQDQFLDO F
DUH VXEMHFW WR WKH LPSDLUPHQW UHTXLUHPHQWY WR DVVHVV ZKlI
ULVN VLQFH LQLWLDO UHFRJQLWLRQ ,I WKHUH KDV EHHQ D VLJQLIL
WKH ORVV DOORZDQFH EDVHG RQ OLIHWLPH UDWKHU WKDQ PRQWK
WKH SUDFWLFDO H[SHGLHQW WKDW ILQDQFLDO DVVHWV ZLWK HORZ
KDYH KDG D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN $V D UHVXQ
ILQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHH FRQWUDFW
LQFUHDVH LQ FUHGLW ULVN

,Q DVVHVVLQJ) ZKHWKHU WKH FUHGLW ULVN RQ D ILQDQFLDO LQVW
UHFRIJQLWLRQ WKH %DQN FRPSDUHV WKH LQWHUQDO ULVN UDWLQ.
EDVHG RQ WKH UHPDLQLQJ PDWXULW\ RI WKH LOQVWUXPHQW ZLWK WK
ZDV ILUVW UHFRJQLVHG ,Q PDNLQJ WKLV DVVHVVPHQW WKH %DQI
LOQIRUPDWLRQ WKDW LV UHDVRQDEOH DQG VXSSRUWDEOH LQFOXC
LQIRUPDWLRQ WKDW LV DYDLODEOH ZLWKRXW XQGXH FRVW RU HIIR
H[SHUW FUHGLW DVVHVVPHQW LQFOXGLQJ IRUZDUG ORRNLQJ LQIRUI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLODQFLDO DVVHWY FRQWLQXHG
YLLL 6LJQLILFDQW LQFUHDVH LQ FUHGLW ULVN FRQWLQXHG

YRU FRUSRUDWH ILQDQFLQJ IRUZDUG ORRNLQJ LQIRUPDWLRQ LQFO)
LQGLFDWRUV OLNH &UXGH 2LO SULFH *'3 JURZWK UDWH UHDO HVV
JXLGHOLQHV HFRQRPLF H[SHUW UHSRUWVY ILQDQFLDO DQDO\VW
RUJDQLVDWLRQV DV ZHOO DV FRQVLGHUDWLRQ RI YDULRXV LQWH!
HFRQRPLF LQIRUPDWLRQ )RU UHWDLO ILQDQFLQJ IRUZDUG ORRNL
IRUHFDVWYV DV FRUSRUDWH ILQDQFLQJ ZLWK DGGLWLRQDO IRUHFDV!

7KH %DQN DOORFDWHV LWV FRXQWHUSDUWLHY WR D UHOHYDQW L
TXDOLW\ 7KH %DQN FRQVLGHUV WKH FUHGLW ULVN XSRQ LQLWLDO
VLIJQLILFDQW LQFUHDVH LQ LW RQ DQ RQJRLQJ EDVLV WKURXJKRXW
D VLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN WKH %DQN FRPSDUHV W
UHSRUWLQJ GDWH ZLWK WKH ULVN Rl GHIDXOW DV DW WKH GDWH RI
DQG VXSSRUWLYH IRUZDUGLQJ ORRNLQJ LQIRUPDWLRQ (VSHFLDOO\

f LQWHUQDO ULVN JUDGH
f HIWHUQDO FUHGLW UDWLQJ DV IDU DV DYDLODEOH

f DFWXDO RU H[SHFWHG VLJQLILFDQW DGYHUVH FKDQJHV LQ EXVLC
HISHFWHG WR FDXVH D VLJQLILFDQW FKDQJH WR WKH FXVWRPHUSY

f DFWXDO RU H[SHFWHG VLJQLILFDQW FKDQJHV LQ WKH RSHUDWLQJ

f VLIQLILFDQW FKDQJHV LQ WKH H[SHFWHG SHUIRUPDQFH DQG EHK
WKH SD\PHQW VWDWXV RI FXVWRPHUV LQ WKH JURXS DQG FKDQJH

f ODFURHFRQRPLF LQIRUPDWLRQ LQ LWV PRGHOV WKH %DQN UHC
LQIRUPDWLRQ DV HFRQRPLF LQSXWV VXFK DV DYHUDJH FUXGH R
LQIODWLRQ *'3 JURZWK UDWH HWF DORQJ ZLWK YDULRXV WUDQV|
XVHG IRU FDOFXODWLQJ H[SHFWHG FUHGLW ORVVHV PD\ QRW DOZ
WKH GDWH RI WKH ILQDQFLDO VWDWHPHQWY 7R UHIOHFW WKLYV
WHPSRUDU\ DGMXVWPHQWY XVLQJ H[SHUW FUHGLW MXGJHPHQW

5HIDUGOHVV RI WKH DQDO\VLY DERYH D VLJQLILFDQW LQFUHDVH LQ
GD\V SDVW GXH LQ PDNLQJ D FRQWUDFWXDO SD\PHQW

7TKH TXDOLWDWLYH IDFWRUV WKDW LQGLFDWH VLIJQLILFDQW LQFUHD
EDVLYV

+RZHYHU WKH %DQN VWLOO FRQVLGHUV VHSDUDWHO\ VRPH TXDOLMW
VLIJQLILFDQWO\ )RU FRUSRUDWH ILQDQFLQJ WKHUH LV SDUWLFXOD!
JLYHQ DQ H[SRVXUH LV RQ D ZDWFK OLVW RQFH WKHUH LV D FRQF
FRXQWHUSDUW\ KDV GHWHULRUDWHG

JRU UHWDLO ILQDQFLQJ ZKHQ DQ DVVHW EHFRPHYV GD\V SDVW GXH
LQ FUHGLW ULVN KDV RFFXUUHG DQG WKH DVVHW LV LQ VWDJH R
PHDVXUHG DV WKH OLIHWLPH (&/
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLODQFLDO DVVHWY FRQWLQXHG
L[ ORGLILFDWLRQ DQG GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWYV

$ PRGLILFDWLRQ RI D ILQDQFLDO DVVHW RFFXUV ZKHQ WKH FRQW!
ILODQFLDO DVVHW DUH UHQHJRWLDWHG RU RWKHUZLVH PRGLILHG
ILQDQFLDO DVVHW $ PRGLILFDWLRQ DIIHFWV WKH DPRXQW DQG R
LPPHGLDWHO\ RU DW D IXWXUH GDWH ,Q DGGLWLRQ WKH LQWURG
HILVWLQJ ILQDQFH ZRXOG FRQVWLWXWH D PRGLILFDWLRQ HYHQ LI V
WKH FDVK IORZV LPPHGLDWHO\ EXW PD\ DIITHFW WKH FDVK IORZV GH
PHW HJ D FKDQJH WR WKH LQFUHDVH LQ WKH SURILW UDWH WKDW

7KH %DQN UHQHJRWLDWHYV ILQDQFHV WR FXVWRPHUV LQ ILQDQFLDC
WKH ULVN Rl GHIDXOW $ ILQDQFH IRUEHDUDQFH LV JUDQWHG LQ

UHDVRQDEOH HIIRUWV WR SD\ XQGHU WKH RULJLQDO FRQWUDFWXDC
DOUHDG\ KDSSHQHG DQG WKH FXVWRPHU LV H[SHFWHG WR EH DEOH
PRVW RI WKH FDVHV LQFOXGH DQ H[WHQVLRQ RI WKH PDWXULW\ RI
IORZV Rl WKH ILQDQFH SULQFLSDO DQG SURILW SD\PHQW UHGXFW
DQG SURILW IRUJLYHQHVV DQG DPHQGPHQWY WR FRYHQDQWV 7KH
ZKLFK DSSOLHV IRU FRUSRUDWH DQG UHWDLO ILQDQFLQJ

KHQ D ILQDQFLDO DVVHW LV PRGLILHG WKH %DQN DVVHVVHV ZKHWK
DFFRUGDQFH ZLWK WKH %DQNYV SROLF\ D PRGLILFDWLRQ UHVXOWYV
GLIITHUHQW WHUPYV

,Q WKH FDVH ZKHUH WKH ILQDQFLDO DVVHW LV GHUHFRJQLVHG WKH
RI GHUHFRJQLWLRQ WR GHWHUPLQH WKH QHW FDUU\LQJ DPRXQW RI
UHYLVHG FDUU\LQJ DPRXQW DQG WKH IDLU YDOXH RI WKH QHZ ILQDC
RU ORVV RQ GHUHFRJQLWLRQ 7KH QHZ ILQDQFLDO DVVHW ZLOO KDY
(& H[FHSW LQ WKH UDUH RFFDVLRQV ZKHUH WKH QHZ ILQDQFH LV |
7KLV DSSOLHV RQO\ LQ WKH FDVH ZKHUH WKH IDLU YDOXH Rl WKH QI
WR LWV UHYLVHG SDU DPRXQW EHFDXVH WKHUH UHPDLQV D KLJK UL
PRGLILFDWLRQ 7KH %DQN PRQLWRUV FUHGLW ULVN RI PRGLILHG Il
TXDQWLWDWLYH LQIRUPDWLRQ VXFK DV LI WKH FXVWRPHU LV LQ SC

:KHUH D PRGLILFDWLRQ GRHV QRW OHDG WR GHUHFRJQLWLRQ WKI
FRPSDULQJ WKH JURVYV FDUU\LQJ DPRXQW EHIRUH DQG DIWHU WKH
7TKHQ WKH %DQN PHDVXUHV (&/ IRU WKH PRGLILHG DVVHW ZKHUH !
PRGLILHG ILQDQFLDO DVVHW DUH LQFOXGHG LQ FDOFXODWLQJ WKH

7TKH %DQN GHUHFRJQLVHY D ILQDQFLDO DVVHW RQO\ ZKHQ WKH FRQ
LQFOXGLQJ H[SLU\ DULVLQJ IURP D PRGLILFDWLRQ ZLWK VXEVWDQ
DVVHW DQG VXEVWDQWLDOO\ DOO WKH ULVNV DQG UHZDUGYV RI RZQ
, ] WKH %DQN QHLWKHU WUDQVIHUV QRU UHWDLQV VXEVWDQWLDOO\
WR FROQWURO WKH WUDQVIHUUHG DVVHW WKH %DQN UHFRJQLVHYV |
OLDELOLW\ IRU DPRXQWYV LW PD\ KDYH WR SD\ ,I WKH %DQN UHWD
RZQHUVKLS RI D WUDQVIHUUHG ILQDQFLDO DVVHW WKH %DQN FRQ
UHFRJQLVHV D FROODWHUDOLVHG ILQDQFLQJ IRU WKH SURFHHGYV UL
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6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
|  )LQDQFLDO LQVWUXPHQWY FRQWLQXHG
JLQDQFLDO DVVHWV FRQWLQXHG

L[ ORGLILFDWLRQ DQG GHUHFRJQLWLRQ RI ILQDQFLDO DVVHWV FRC

2Q GHUHFRJQLWLRQ RI D ILQDQFLDO DVVHW LQ LWV HQWLUHW\ WKH
WKH VXP RI WKH FRQVLGHUDWLRQ UHFHLYHG DQG UHFHLYDEOH DQG
LQ 2&, DQG DFFXPXODWHG LQ HTXLW\ LV UHFRJQLVHG LQ SURILW R
GHVLIQDWHG DV PHDVXUHG DW )972&, ZKHUH WKH FXPXODWLYH JD
VXEVHTXHQWO\ UHFODVVLILHG WR SURILW RU ORVYV

[ :ULWH RIIV

JLQDQFLDO DVVHWYV DUH ZULWWHQ RIl ZKHQ WKHUH LV QR UHDVRQI
IDLOLQJ WR HQJDJH LQ D SD\PHQW SODQ ZLWK WKH FRPSDQ\ 7KH F
IRU ZULWH RIl DIWHU DOPRVW DOO SRVVLEOH DYHQXHV RI SD\PHQW
RU UHFHLYDEOHYV KDYH EHHQ ZULWWHQ RIl WKH FRPSDQ\ FRQWLQX
WR UHFRYHU WKH UHFHLYDEOH GXH :KHUH UHFRYHULHV DUH PDGH

JLODQFLDO OLDELOLWLHYV
L&ODVVLILFDWLRQ DQG VXEVHTXHQW PHDVXUHPHQW

,Q ERWK WKH FXUUHQW SHULRG DQG SULRU SHULRG ILQDQFLDO OLC
DPRUWLVHG FRVW H[FHSW IRU

f )LODQFLDO OLDELOLWLHV DW IDLU YDOXH WKURXJK SURILW RU
GHULYDWLYHY DQG RWKHU ILQDQFLDO OLDELOLWLHY GHVLJQDWH
ILQDQFLDO OLDELOLWLHYV GHVLIJQDWHG DW IDLU YDOXH WKURXJ!
FRPSUHKHQVLYH LQFRPH WKH DPRXQW RI FKDQJH LQ IDLU YDOXH
WR WKH FKDQJHV LQ FUHGLW ULVN RI WKDW OLDELOLW\ ZKLFK LV
WR FKDQJHVY LQ PDUNHW FRQGLWLRQV WKDW JLYH ULVH WR PDUNEF
DPRXQW RI FKDQJH LQ WKH IDLU YDOXH RI WKH OLDELOLW\ 7KLV
HQODUJH DQ DFFRXQWLQJ PLVPDWFK LQ ZKLFK FDVH WKH JDLQV
ULVN RI WKH OLDELOLW\ DUH DOVR SUHVHQWHG LQ WKH SURILW R

f JLQDQFLDO OLDELOLWLHY DULVLQJ IURP WKH WUDQVIHU RI ILQDQF
RU ZKHQ WKH FRQWLQXLQJ LQYROYHPHQW DSSURDFK DSSOLHV :
TXDOLI\ IRU GHUHFRJQLWLRQ D ILQDQFLDO OLDELOLW)\ LV UHFR
WUDQVIHU DQG

f JLQDQFLDO JXDUDQWHH FRQWUDFWYV DQG ILQDQFLDO FRPPLWPHQ!
(IIHFWLYH SURILW PHWKRG

7KH HIITHFWLYH SURILW PHWKRG LV D PHWKRG RI FDOFXODWLQJ W
DOORFDWLQJ SURILW H[SHQVH RYHU WKH UHOHYDQW SHULRG 7k
GLVFRXQWV HVWLPDWHG IXWXUH FDVK SD\PHQWV LQFOXGLQJ DO
LQWHJUDO SDUW Rl WKH HIITHFWLYH SURILW UDWH WUDQVDFWLRQ
H[SHFWHG OLIH RI WKH ILQDQFLDO OLDELOLW\ RU ZKHUH DSSU
DPRXQW RQ LQLWLDO UHFRJQLWLRQ
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J)LODQFLDO OLDELOLWLHY FRQWLQXHG
LLHUHFRJQLWLRQ

JLODQFLDO OLDELOLWLHY DUH GHUHFRJQLVHG ZKHQ WKH\ DUH H[WL
FROQWUDFW LV GLVFKDUJHG FDQFHOOHG RU H[SLUHYV

7KH H[FKDQJH EHWZHHQ WKH %DQN DQG LWV RULJLQDO ILQDQFHU
GLIIHUHQW WHUPV DV ZHOO DV VXEVWDQWLDO PRGLILFDWLRQV RI V
DQ H[WLQJXLVKPHQW RI WKH RULJLQDO ILQDQFLDO OLDELOLW\ DQG
DUH VXEVWDQWLDOO\ GLIIHUHQW LI WKH GLVFRXQWHG SUHVHQW YD
DQ\ IHHV SDLG QHW RI DQ\ IHHV UHFHLYHG DQG GLVFRXQWHG XVLQJ
GLIITHUHQW IURP WKH GLVFRXQWHG SUHVHQW YDOXH Rl WKH UHPDLC

,Q DGGLWLRQ RWKHU TXDOLWDWLYH IDFWRUV VXFK DV FXUUHQF\ W
W\SH Rl SURILW UDWH QHZ FRQYHUVLRQ IHDWXUHV DWWDFKHG WR
WDNHQ LQWR FRQVLGHUDWLRQ ,I DQ H[FKDQJH RI ILQDQFLQJ LQVWL
DV DQ H[WLQJXLVKPHQW DQ\ FRVW RU IHHV LQFXUUHG DV UHFRJQL\
| DQ H[FKDQJH RU PRGLILFDWLRQ LV QRW DFFRXQWHG IRU DV DQ H|
WKH FDUU\LQJ DPRXQW RI WKH OLDELOLW\ DQG DUH DPRUWLVHG RY

JLODQFLDO JXDUDQWHH FRQWUDFWYV

$ ILQDQFLDO JXDUDQWHH FRQWUDFW LV D FRQWUDFW WKDW UHTXLU
WKH KROGHU IRU D ORVV LW LQFXUV EHFDXVH D VSHFLILHG FXVWRP
ZLWK WKH WHUPV RI D ILQDQFLQJ LQVWUXPHQW

JLODQFLDO JXDUDQWHH FRQWUDFWYV LVVXHG E\ D %DQN HQWLW\ DU
GHVLIJQDWHG DV DW )973/ DQG QRW DULVLQJ IURP D WUDQVIHU RI D
WKH KLJKHU RI

f WKH DPRXQW RI WKH ORVV DOORZDQFH GHWHUPLQHG LQ DFFRUGL
f WKH DPRXQW LQLWLDOO\ UHFRJQLVHG OHVVY ZKHUH DSSURSULDMW
DFFRUGDQFH ZLWK WKH %DQNYfY UHYHQXH UHFRJQLWLRQ SROLFLE

JLODQFLDO JXDUDQWHH FRQWUDFWY QRW GHVLIJQDWHG DW )973/ DI
ILOQODQFLDO SRVLWLRQ DQG WKH UHPHDVXUHPHQW LV SUHVHQWHG L(

7TKH %DQN KDV QRW GHVLJQDWHG DQ\ ILQDQFLDO JXDUDQWHH FRQW
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG

|  )LQDQFLDO LQVWUXPHQWYV FRQWLQXHG
,VODPLF GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

,VODPLF GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH SULPDULO\ X
PDQDJH RXU H[SRVXUH WR SURILW FXUUHQF\ FUHGLW DQG RWKHU
LOVWUXPHQWY DUH UHFRUGHG LQ VWDWHPHQW RI ILQDQFLDO SRVL\

KHQ ,VODPLF GHULYDWLYH ILQDQFLDO LQVWUXPHQWY DUH XVHG L
JDLQVY DQG ORVVHV RQ WKHVH ,VODPLF GHULYDWLYH ILQDQFLDO LQ
GHULYDWLYH ILQDQFLDO LQVWUXPHQWY ZLWK SRVLWLYH IDLU YDO
ILOQODQFLDO LOQVWUXPHQWY ZLWK QHJDWLYH IDLU YDOXHYV DUH UHSRI
RITZVHWWLQJ ILQDQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHYV WK
OLDELOLWLHY DUH UHSRUWHG DV DQ DVVHW RU OLDELOLW\ DV DSS!
YDOXH RI ,VODPLF GHULYDWLYH DVVHWY DQG ,VODPLF GHULYDWLYH
DUH SDUW RI ,VODPLF GHULYDWLYH DVVHWY DQG ,VODPLF GHULYDV
XVHG WR PDQDJH RXU RZQ H[SRVXUHV ZH GHWHUPLQH IRU HDFK G|
DSSOLHG

J ,QYHVWPHQW LQ DVVRFLDWH

$Q DVVRFLDWH LV DQ HQWLW\ RYHU ZKLFK WKH %DQN KDV VLJQLILF
DQ LQWHUHVW LQ D MRLQW YHQWXUH 6LJQLILFDQW LQIOXHQFH LV V
SROLF\ GHFLVLRQV Rl WKH LQYHVWHH EXW LV QRW FRQWURO RU MR

7KH UHVXOwWY DQG DVVHWY DQG OLDELOLWLHYV RI DVVRFLDWHY DUH
HTXLW\ PHWKRG RI DFFRXQWLQJ H[FHSW ZKHQ WKH LQYHVWPHQW

VDOH LQ ZKLFK FDVH LW LV DFFRXQWHG IRU LQ DFFRUGDQFH ZLWK
LQ DQ DVVRFLDWH LV LQLWLDOO\ UHFRJQLVHG LQ WKH VWDWHPHQW
WR UHFRJQLVH WKH %DQN V VKDUH RI WKH SURILW RU ORVYV DQG RW
WKH %DQN V VKDUH RI ORVVHV RI DQ DVVRFLDWH H[FHHGV WKH %DC
ORQJ WHUP LQWHUHVWY WKDW LQ VXEVWDQFH IRUP SDUW RI WKH
GLVFRQWLQXHV UHFRJQLVLQJ LWV VKDUH RI IXUWKHU ORVVHV $GGlL
WKH %DQN KDV LQFXUUHG OHJDO RU FRQVWUXFWLYH REOLJDWLRQYV

$Q LQYHVWPHQW LQ DQ DVVRFLDWH LV DFFRXQWHG IRU XVLQJ WKH
EHFRPHY DQ DVVRFLDWH 2Q DFTXLVLWLRQ RI WKH LQYHVWPHQW L
LOYHVWPHQW RYHU WKH %DQN V VKDUH RI WKH QHW IDLU YDOXH RI"
LV UHFRJQLVHG DV JRRGZLOO ZKLFK LV LQFOXGHG ZLWKLQ WKH FD
WKH %DQN V VKDUH RI WKH QHW IDLU YDOXH RI WKH LGHQWLILDEOH
DIWHU UHDVVHVVPHQW LV UHFRJQLVHG LPPHGLDWHO\ LQ SURILW F
DFTXLUHG

KHQ QHFHVVDU\ WKH HQWLUH FDUU\LQJ DPRXQW RI WKH LQYHVWPH
LQ DFFRUGDQFHPSIDALK PH&Q WDR/I BWMHW®H DVVHW E\ FRPSDULQJ LWV
KLIKHU RI YDOXH LQ XVH DQG IDLU YDOXH OHVV FRVWYVY WR VHOO Z

7TKH %DQN GLVFRQWLQXHV WKH XVH RI WKH HTXLW\ PHWKRG IURP W
DVVRFLDWH RU ZKHQ WKH LQYHVWPHQW LV FODVVLILHG DV KHOG |
IRUPHU DVVRFLDWH DQG WKH UHWDLQHG LOQWHUHVW LV DILQDQFLD¢
YDOXH DW WKDW GDWH LV UHJDUGHG DV LWV IDLU YDOXH RQ LQLWL
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
J ,QYHVWPHQW LQ DVVRFLDWH FRQWLQXHG

7KH GLIIHUHQFH EHWZHHQ WKH FDUU\LQJ DPRXQW RI WKH DVVRF
GLVFRQWLQXHG DQG WKH IDLU YDOXH RI DQ\ UHWDLQHG LQWHUHVW
LQ WKH DVVRFLDWH LV LQFOXGHG LQ WKH GHWHUPLQDWLRQ Rl WKH
SUHYLRXVO\ UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH E\ WK
ORVV RQ WKH GLVSRVDO Rl WKH DVVRFLDWH

8QUHDOL]HG JDLQV DQG ORVVHV UHVXOWLQJ IURP WUDQVDFWLRQV |
WR WKH H[WHQW Rl WKH LQWHUHVW LQ WKH DVVRFLDWH

K 3URSHUW\ DQG HTXLSPHQW
5HFRJQLWLRQ DQG PHDVXUHPHQW

,WHPV RI SURSHUW\ DQG HTXLSPHQW DUH PHDVXUHG DW FRVW OHVV
&RVW LQFOXGHV H[SHQGLWXUHV WKDW DUH GLUHFWO\ DWWULEXWD
FRQVWUXFWHG DVVHWY LQFOXGHYVY WKH FRVW RI PDWHULDOV DQG G
EULQJLQJ WKH DVVHW WR D ZRUNLQJ FRQGLWLRQ IRU LWV LQWHQG]
WKH LWHPV DQG UHVWRULQJ WKH VLWH RQ ZKLFK WKH\ DUH ORFDW!

KHQ SDUWV RI DQ LWHP RI SURSHUW\ RU HTXLSPHQW KDYH GLIIHU
VHSDUDWH LWHPV PDMRU FRPSRQHQWYV RI SURSHUW\ DQG HTXLSPF

6 XEVHTXHQW FRVWYV

7KH FRVW RI UHSODFLQJ SDUW RI DQ LWHP RI SURSHUW\ RU HTXLSP
LWHP LI LW LV SUREDEOH WKDW WKH IXWXUH HFRQRPLF EHQHILWYV
LWV FRVW FDQ EH PHDVXUHG UHOLDEO\ 7KH FRVWV RI WKH GD\ WF
UHFRJQLVHG LQ WKH LQFRPH VWDWHPHQW DV LOQFXUUHG

'"HSUHFLDWLRQ

'"HSUHFLDWLRQ LV UHFRJQLVHG LQ VWDWHPHQW RI LQFRPH RQ D VW
RI HDFK SDUW RI DQ LWHP RI SURSHUW\ DQG HTXLSPHQW /HDVHG L
OHDVH WHUP DQG WKHLU XVHIXO OLYHV /DQG LV QRW GHSUHFLDWH

7KH HVWLPDWHG XVHIXO OLYHV IRU WKH FXUUHQW DQG FRPSDUDWL
<HDUV

JHDVHKROG LPSURYHPHQWYV

&RPSXWHUV HTXLSPHQW DQG VRIWZDUH
YXUQLWXUH ILWWLQJ DQG HTXLSPHQW

9HKLFOHYV

5LJKW RI XVH DVVHWV W
%XLOGLQJIV
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6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
K 3URSHUW\ DQG HTXLSPHQW FRQWLQXHG
'HSUHFLBRQRQQXHG

'HSUHFLDWLRQ PHWKRGV XVHIXO OLYHV DQG UHVLGXDO YDOXHV DU
RQ GLVSRVDOV DUH GHWHUPLQHG E\ FRPSDULQJ SURFHHGV ZLWK WK
LQ WKH LQFRPH VWDWHPHQW

&DSLWDO ZRUN LQ SURJUHVYV LV VWDWHG DW FRVW :KHQ FRPPLVVL
WKH DSSURSULDWH DVVHW FDWHJRU\ DQG GHSUHFLDWHG LQ DFFRU!

L ,QYHVWPHQW SURSHUWLHYV

,QYHVWPHQW SURSHUWLHV LV KHOG WR HDUQ UHQWDO LQFRPH DQ
LQFOXGHV FRVW RI LQLWLDO SXUFKDVH GHYHORSPHQWYV WUDQVIHLU
FRVW Rl GHYHORSPHQW DQG IDLU YDOXH DGMXVWPHQWY ,QYHVWP
IDLU YDOXH DW WKH HQG RI WKH UHSRUWLQJ SHULRG 7KH IDLU YD
DVVHW RU SDLG WR WUDQVIHU D OLDELOLW\ LQ DQ RUGHUO\ WUDQV!I
GDWH UHJDUGOHVV RI ZKHWKHU WKDW SULFH LV GLUHFWO\ REVHUY
7KH IDLU YDOXH LV GHWHUPLQHG RQ D SHULRGLF EDVLV E\ LQGHSHQ
RQ LQYHVWPHQW SURSHUWLHY DUH LQFOXGHG LQ WKH LQFRPH VWD
DULVH

$00 RWKHU UHSDLUVY DQG PDLQWHQDQFH FRVWY DUH FKDUJHG WR W
ZKLFK WKH\ DUH LQFXUUHG 7KH IDLU YDOXH RI ,QYHVWPHQW SUR.
FRQGLWLRQ RI WKH VSHFLILF DVVHW

M $VVHWV DFTXLUHG LQ VHWWOHPHQW RI ,VODPLF ILQDQFLQJ DQ
7KH %DQN RFFDVLRQDOO\ DFTXLUHV UHDO HVWDWH DQG RWKHU FF
LQYHVWLQJ DVVHWY 6XFK UHDO HVWDWH DQG RWKHU FROODWHUD
,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWY DQG WKH FXUUHQW ID
*DLQV RU ORVVHV RQ GLVSRVDO DQG XQUHDOLVHG ORVVHV RQ UHYTE
N ,VODPLF FXVWRPHU GHSRVLWY GXH WR EDQN DQG RWKHU ILQD:

., VODPLF FXVWRPHU GHSRVLWY GXH WR EDQN DQG RWKHU ILQDQFL
UHFRJQLVHG DW IDLU YDOXH DQG VXEVHTXHQWO\ PHDVXUHG DW DPF
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6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
O 3URYLVLRQV DQG FRQWLQJHQW OLDELOLWLHV

BURYLVLRQV DUH UHFRJQLVHG ZKHQ WKH %DQN KDV D SUHVHQW RE
SDVW HYHQW LW LV SUREDEOH WKDW WKH %DQN ZLOO EH UHTXLUH
EH PDGH RI WKH DPRXQW RI WKH REOLJDWLRQ

7KH DPRXQW UHFRJQLVHG DV D SURYLVLRQ LV WKH EHVW HVWLPDWF
REOLJDWLRQ DW WKH HQG RI WKH UHSRUWLQJ SHULRG WDNLQJ LQW
REOLJDWLRQ :KHQ D SURYLVLRQ LV PHDVXUHG XVLQJ WKH FDVK IO
LWV FDUU\LQJ DPRXQW LV WKH SUHVHQW YDOXH RI WKRVH FDVK IOR

:KHQ VRPH RU DOO RI WKH HFRQRPLF EHQHILWY UHTXLUHG WR VHWMW
D WKLUG sbDUuUw\ D UHFHLYDEOH LV UHFRJQLVHG DV DQ DVVHW LI L
UHFHLYHG DQG WKH DPRXQW RI WKH UHFHLYDEOH FDQ EH PHDVXUH(

&RQWLQJHQW OLDELOLWLHV ZKLFK LQFOXGH FHUWDLQ JXDUDQWHH
DUH SRVVLEOH REOLJDWLRQV WKDW DULVH IURP SDVW HYHQWV Z
RFFXUUHQFH RU QRQ RFFXUUHQFH RI RQH RU PRUH XQFHUWDLQ IXV
&RQWLQJHQW OLDELOLWLHY DUH QRW UHFRJQLVHG LQ WKH ILQDQF
ILQDQFLDO VWDWHPHQWV

P $FFHSWDQFHV

$FFHSWDQFHV DUH UHFRJQLVHG DV ILQDQFLDO OLDELOLWLHV LQ Wk
ULJKW RI UHLPEXUVHPHQW IURP WKH FXVWRPHU DV D ILQDQFLDO D
DFFHSWDQFHV KDYH EHHQ DFFRXQWHG IRU DV ILQDQFLDO DVVHWYV L
Q B5HYHQXH UHFRJQLWLRQ

,QFRPH IURP ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV DQG ,V(
ZKLFK DUH FRQVLGHUHG DQ LQWHJUDO SDUW RI WKH HIIHFWLYH SUF
LQFRPH VWDWHPHQW XVLQJ WKH HIITHFWLYH SURILW UDWH PHWKRG
R )HHV FRPPLVVLRQ DQG RWKHU LQFRPH

JHHV FRPPLVVLRQ DQG RWKHU LQFRPH IURP EDQNLQJ VHUYLFHV S|
DFFUXDO EDVLYV ZKHQ WKH VHUYLFH KDV EHHQ SURYLGHG

S 'LYLGHQG LQFRPH

'LYLGHQG LQFRPH LV UHFRJQLVHG ZKHQ WKH %DQNTV ULJKW WR UHI
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
T (PSOR\HHVY EHQHILWV

7TKH %DQN SURYLGHY HQG RI VHUYLFH EHQHILWYV IRU LWV H[SDWULD
LV EDVHG XSRQ WKH HPSOR\HHVY OHQJWK RI VHUYLFH DQG FRPSOHV
FRVWY RI WKHVH EHQHILWY DUH DFFUXHG RYHU WKH SHULRG RI HPS

3HQVLRQ DQG QDWLRQDO LQVXUDQFH FRQWULEXWLRQV IRU WKH 8 $
ZLWK )HGHUDO /DZ 1R  RI

U ,PSDLUPHQW RI QRQ ILQDQFLDO DVVHWV

$VVHWYV WKDW KDYH DQ LQGHILQLWH XVHIXO OLIH DUH QRW VXEM
LPSDLUPHQW $VVHWYV WKDW DUH VXEMHFW WR DPRUWL]DWLRQ DU
FKDQJHV LQ FLUFXPVWDQFHY LQGLFDWH WKDW WKH FDUU\LQJ DPRX!

$Q LPSDLUPHQW ORVV LV UHFRJQL]JHG IRU WKH DPRXQW E\ ZKLFK
UHFRYHUDEOH DPRXQW 7KH UHFRYHUDEOH DPRXQW LV WKH KLJKHL
YDOXH LQ XVH JRU WKH SXUSRVHV RI DVVHVVLQJ LPSDLUPHQW DV
WKHUH DUH VHSDUDWHO\ LGHQWLILDEOH FDVK IORZV FDVK JHQH!I
JRRGZLOO WKDW KDYH VXIIHUHG DQ LPSDLUPHQW ORVYVY DUH UHYLH.
UHSRUWLQJ GDWH

V. )RUHLJQ FXUUHQF\ WUDQVDFWLRQV

7UDQVDFWLRQV GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DUH WUDQ
WKH GDWH Rl WKH WUDQVDFWLRQ ORQHWDU\ DVVHWV DQG OLDELOL
LQWR $(' DW WKH IRUHLJQ H[FKDQJH UDWHY UXOLQJ DW WKH UHSRI
GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV ZKLFK DUH VWDWHG DW KL
H[FKDQJH UDWHV UXOLQJ RQ WKH GDWH RI WKH WUDQVDFWLRQ 5H
KDYH EHHQ GHDOW ZLWKLQ WKH LQFRPH VWDWHPHQW

w 6HIPHQW UHSRUWLQJ

2SHUDWLQJ VHIJPHQWY DUH UHSRUWHG LQ D PDQQHU FRQVLVWHQW
RSHUDWLQJ GHFLVLRQ PDNHU 7KH FKLHI RSHUDWLQJ GHFLVLRQ PDN
UHVRXUFHV DQG DVVHVVHV WKH SHUIRUPDQFH RI WKH RSHUDWLQJ
WKH ([HFXWLYH &RPPLWWHH DV LWV FKLHI RSHUDWLQJ GHFLVLRQ PD
DUH FRQGXFWHG RQ DQ DUP+V OHQJWK EDVLV ZLWK LQWUD VHJPH(
RIILFH ,QFRPH DQG H[SHQVHV GLUHFWO\ DVVRFLDWHG ZLWK HDFK
VHIJPHQW SHUIRUPDQFH

X JLGXFLDU\ DFWLYLWLHYV
7TKH %DQN DFWV DV WUXVWHH PDQDJHU DQG LQ RWKHU FDSDFLWLH

ILGXFLDU\ FDSDFLW\ RQ EHKDOI RI WUXVWV RU RWKHU LQVWLWXWLI
LOQFOXGHG LQ WKH %DQNYV ILQDQFLDO VWDWHPHQWY DV WKH\ DUH |
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6LJQLILFDQW DFFRXQWLQJ SROLFLHV FRQWLQXHG
Y 2IIVHWWLQJ RI ILQDQFLDO DVVHWY DQG OLDELOLWLHYV

JLODQFLDO DVVHWY DQG OLDELOLWLHY DUH RIIVHW DQG UHSRUWHG
WKHUH LV D OHJDOO\ HQIRUFHDEOH ULJKW WR VHW RIl WKH UHFRJQ
RQ D QHW EDVLVY RU WR UHDOL]H WKH DVVHW DQG VHWWOH WKH OL

4 )DLU YDOXH PHDVXUHPHQW SULQFLSOHV

)DLU YDOXH LV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO D
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUH
DGYDQWDJHRXY PDUNHW WR ZKLFK WKH %DQN KDV DFFHVV DW WKDW
SHUIRUPDQFH ULVN

:KHQ DYDLODEOH WKH %DQN PHDVXUHV WKH IDLU YDOXH RI DQ LQ
PDUNHW IRU WKDW LQVWUXPHQW $ PDUNHW LV UHJDUGHG DV DFWL)
ZLWK VXIILFLHQW IUHTXHQF\ DQG YROXPH WR SURYLGH SULFLQJ LQI

| WKHUH LV QR TXRWHG SULFH LQ DQ DFWLYH PDUNHW WKHQ WKH
XVH RI UHOHYDQW REVHUYDEOH LQSXWV DQG PLQLPL]JH WKH XVH R
WHFKQLTXH LQFRUSRUDWHY DOO RI WKH IDFWRUV WKDW PDUNHW
WUDQVDFWLRQ

7KH EHVW HYLGHQFH RI WKH IDLU YDOXH RI D ILQDQFLDO LQVWUXPH
SULFH LH WKHIDLU YDOXH RI WKH FRQVLGHUDWLRQ JLYHQ RU UH
DW LQLWLDO UHFRJIJQLWLRQ GLIIHUV IURP WKH WUDQVDFWLRQ SULFI
SULFH LQ DQ DFWLYH PDUNHW IRU DQ LGHQWLFDO DVVHW RU OLDEL(
GDWD IURP REVHUYDEOH PDUNHWY WKHQ WKH ILQDQFLDO LQVWUXF
GHIHU WKH GLIITHUHQFH EHWZHHQ WKH IDLU YDOXH DW LQLWLDO UH
WKDW GLIIHUHQFH LV UHFRJQL]HG LQ WKH LQFRPH VWDWHPHQW RQ
EXW QR ODWHU WKDQ ZKHQ WKH YDOXDWLRQ LV ZKROO\ VXSSRUWH
FORVHG RXW

, ] bQ DVVHW RU D OLDELOLW\ PHDVXUHG DW IDLU YDOXH KDV D ELC
DVVHWY DQG ORQJ SRVLWLRQV DW D ELG SULFH DQG OLDELOLWLHYV

SRUWIROLRV RI ILQDQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHYV V
PDQDJHG E\ WKH %DQN RQ WKH EDVLV RI WKH QHW H[SRVXUH WR HL
EDVLV RI D SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO D QHW ORC
SRUWIROLR OHYHO DGMXVWPHQWY DUH DOORFDWHG WR WKH LQGLY
ULVN DGMXVWPHQW RI HDFK RI WKH LQGLYLGXDO LQVWUXPHQWYV LQ

7KH IDLU YDOXH RI D GHPDQG GHSRVLW LV QRW OHVV WKDQ WKH DP
IURP WKH ILUVW GDWH RQ ZKLFK WKH DPRXQW FRXOG EH UHTXLUHG

7TKH %DQN UHFRJQLVHVY WUDQVIHUV EHWZHHQ OHYHOV RI WKH IDLU
SHULRG GXULQJ ZKLFK WKH FKDQJH KDV RFFXUUHG
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&ULWLFDO DFFRXQWLQJ MXGJPHQWY DQG NH\ VRXUFHV RI HVWLEF

7KH %DQNTV ILQDQFLDO VWDWHPHQWY DQG LWV ILQDQFLDO UHVXOW
HVWLPDWHY DQG PDQDJHPHQW MXGJIJPHQW ZKLFK QHFHVVDULO\ KD
WKH ILQDQFLDO VWDWHPHQWYV

7KH %DQN PDNHVY HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW WKF
WKH QH[W ILQDQFLDO \HDU $00 HVWLPDWHYV DQG DVVXPSWLRQV UH
XQGHUWDNHQ LQ DFFRUGDQFH ZLWK WKH DSSOLFDEOH VWDQGDUG
FRQWLQXRXV EDVLV DQG DUH EDVHG RQ SDVW H[SHULHQFH DQG RW
IXWXUH HYHQWV $FFRXQWLQJ SROLFLHY DQG PDQDJHPHQWITV MXG.
IRU WKH %DQNTV UHVXOWYV DQG ILQDQFLDO VLWXDWLRQ GXH WR WK

&ULWLFDO MXGJPHQWYV LQ DSSO\LQJ WKH %DQNYfV DFFRXQWLQJ SRO
7KH IROORZLQJ DUH WKH FULWLFDO MXGJPHQWY DSDUW IURP WKRYV

PDGH LQ WKH SURFHVV RI DSSO\LQJ WKH %DQNJV DFFRXQWLQJ SRO
RQ WKH DPRXQWYV UHFRJQL]HG LQ ILQDQFLDO VWDWHPHQWV

7TKH &29,' SDQGHPLF FROQWLQXHV WR HYROYH DQG WKH HFRQRPI
FRQWLQXHYVY WR EH VXEMHFW WR VXVWDLQHG YRODWLOLW\ ZKLFK
UHVXOWY DV WKH GXUDWLRQ RI WKH &29,' SDQGHPLF DQG WKI

JRYHUQPHQWY DQG FHQWUDO EDQNV LQ UHVSRQVH WR WKH &29,"
HQYLURQPHQW UHTXLUHV SDUWLFXODUO\ FRPSOH[ MXGJPHQWYV DQ
PRQLWRULQJ WKH FKDQJLQJ FRQGLWLRQV DQG WKHLU LPSDFWYV

5SHDVRQDEOHQHVYV RI )RUZDUG /RRNLQJ ,QIRUPDWLRQ DQG SUREDEL

'"HVSLWH VHYHUDO FKDOOHQJHY DVVRFLDWHG ZLWK GRLQJ ,)56 SuU
LPSDFW RI &RYLG %DQN KDV UHIUHVKHG WKH ,)56 SURYLVLRQ
IRUHFDVW $00 WKH PDFUR HFRQRPLF YDULDEOHV XVHG ZLWKLQ WK
DYDLODEOH ODWHVW LQIRUPDWLRQ

7TKH %DQN KDV XVHG WKH ZRUNRXW /*" PRGHO ZKLFK LV SXUHO\ EDV|
FXULQJ UHVWUXFWXULQJ UHFRYHU\ DQG FROODWHUDO EDFNLQJ

$QDO\VLV RI FOLHQWY EHQHILWWLQJ IURP SD\PHQW GHIHUUDOV

7KH EHORZ WDEOH FRQWDLQV DQDO\VLVY RI GHIHUUHG DPRXQW DQG
IURP GHIHUUDOYV DORQJ ZLWK WKH VWDJH DQG (&/

6WDJH 6WDJEWDJH 7RWDO
$C'T $C' T $C'1 $(C'

$W 'HFHPEHU

'HIHUUDO $PRXQW

,VODPLF )LQDQFLQJ

(ISRVXUHYV
,VODPLF )LQDQFLQJ

(&1
,VODPLF )LQDQFLQJ
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&ULWLFDO DFFRXQWLQJ MXGJPHQWY DQG NH\ VRXUFHV RI HVWLEF
$QDO\WLV RI FOLHQWY EHQHILWWLQJ IURP SD\PHQW GHIHUUDOV FR

7KH WDEOH EHORZ FRQWDLQV DQDO\VLY RI RXWVWDQGLQJ EDODQFH
GHIHUUDOV
JLIHWLPHIHWLPH
(& QRW (&I
PRQWK FUHGLWFUHGLW
(&1 LPSDLUHBSDLUHG 7RWDO
$CT $C'T $CT $C'1
&RUSRUDWH %DQNLQJ
*URXS
,VODPLF ILQDQFLQJ
/HVV ([SHFWHG

*URXS

,VODPLF ILQDQFLQJ
IHVV ([SHFWHG

7KH WRWDO FKDQJHV LQ ([SRVXUH DW 'HIDXOW ($' VLQFH 'HFHPEHL

%HORZ LV DQ DQDO\WLY RI WRWDO FKDQJHV LQ ($' VLQFH '"HFHPE
SD\PHQW GHIHUUDOV

$CT

($' DV DW -DQXDU\
$GGLWLRQV GXULQJ WKH \HDU
5HSD\PHQWY GH UHFRJQLWLRQ GXULQJ WKH \HDU

($' DV DW 'HFHPEHU

%HORZ LV DQ DQDO\WVLV RI FKDQJH LQ (&/ VLQFH '"HFHPEHU RQ
SD\PHQW GHIHUUDOV
$(C'1

(& DOORZDQFH DV DW -DQXDU\
:0DQXIDF

&RQVWUXFWLR!

(GXFL

7UD!

+RVS

7UDQVS

2 Wk

[ N W W

(& DOORZDQFH DV DW



$MPDQ %DQN 3-6&

1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

&ULWLFDO DFFRXQWLQJ MXGJPHQWY DQG NH\ VRXUFHV RI HVWLEF
%XVLQHVY PRGHO DVVHVVPHQW

%XVLQHVY PRGHO DVVHVVPHQW &ODVVLILFDWLRQ DQG PHDVXUHPH
WKH 633, DQG WKH EXVLQHVYV PRGHO WHVW 7KH %DQN GHWHUPLQH)\
JURXSV RI ILQDQFLDO DVVHWY DUH PDQDJHG WRIJHWKHU WR DFKLHY
LOQFOXGHVY MXGJPHQW UHIOHFWLQJ DOO UHOHYDQW HYLGHQFH LQFO
DQG WKHLU SHUIRUPDQFH PHDVXUHG WKH ULVNV WKDW DIIHFW WK
PDQDJHG DQG KRZ WKH PDQDJHUV RI WKH DVVHWYVY DUH FRPSHQVL
PHDVXUHG DW DPRUWLVHG FRVW RU IDLU YDOXH WKURXJK RWKHU F
WR WKHLU PDWXULW\ WR XQGHUVWDQG WKH UHDVRQ IRU WKHLU GL
WKH REMHFWLYH RI WKH EXVLQHVV IRU ZKLFK WKH DVVHW ZDV KHC
DVVHVVPHQW RI ZKHWKHU WKH EXVLQHVY PRGHO IRU ZKLFK WKH UH
DSSURSULDWH DQG LI LW LV QRW DSSURSULDWH ZKHWKHU WKHUH
SURVSHFWLYH FKDQJH WR WKH FODVVLILFDWLRQ RI WKRVH DVVHWYV

6LIJQLILFDQW LQFUHDVH RI FUHGLW ULVN

6LJQLILFDQW LQFUHDVH RI FUHGLW ULVN $V H[SODLQHG LQ 1RWH
PRQWK (&/ IRU VWDJH DVVHWV RU OLIHWLPH (&/ DVVHWYV IRU VWD

ZKHQ LWV FUHGLW ULVN KDV LQFUHDVHG VLJQLILFDQWO\ VLQFH L
FRQVWLWXWHY D VLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN +RZHY!
KDV VLIJQLILFDQWO\ LQFUHDVHG WKH %DQN WDNHV LQWR DFFRXQ
VXSSRUWDEOH IRUZDUG ORRNLQJ LQIRUPDWLRQ

(VWDEOLVKLQJ JURXSV RI DVVHWYV ZLWK VLPLODU FUHGLW ULVN FKD

(VWDEOLVKLQJ JURXSV RI DVVHWV ZLWK VLPLODU FUHGLW ULVN F
FROOHFWLYH EDVLV WKH ILOQDQFLDO LQVWUXPHQWY DUH JURXSHG
LOQOVWUXPHQW W\SH FUHGLW ULVN VWDJH FODVVLILFDWLRQ HWF

ULVN FKDUDFWHULVWLFV RQ DQ RQJRLQJ EDVLV WR DVVHVV ZKHWK
RUGHU WR HQVXUH WKDW LI WKHUH LV D FUHGLW ULVN FKDUDFWHU
WKH DVVHWYVY 7KLV PD\ UHVXOW LQ QHZ SRUWIROLRV EHLQJ FUHDW
EHWWHU UHIOHFWY WKH VLPLODU FUHGLW ULVN FKDUDFWHULVWLFV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

&ULWLFDO DFFRXQWLQJ MXGJPHQWY DQG NH\ VRXUFHV RI HVWLEF
&QULWLFDO MXGJPHQWY LQ DSSO\LQJ WKH %DQNYV DFFRXQWLQJ SRO
ORGHOV DQG DVVXPSWLRQV XVHG

7TKH %DQN XVHV YDULRXV PRGHOV DQG DVVXPSWLRQV LQ PHDVXULC
HVWLPDWLQJ (&/ -XGJHPHQW LV DSSOLHG LQ LGHQWLI\LQJ WKH PRV
ZHOO DV IRU GHWHUPLQLQJ WKH DVVXPSWLRQV XVHG LQ WKHVH PF
GULYHUV RI FUHGLW ULVN

D &ODVVLILFDWLRQ RI DQG PHDVXUHPHQW RI ILQDQFLDO DVVHWYV

7KH %DQN FODVVLILHV ILQDQFLDO LQVWUXPHQWY RU LWV FRPSRQH
D ILQDQFLDO OLDELOLW\ RU DQ HTXLW\ LQVWUXPHQW LQ DFFRUGDQ
DQG WKH GHILQLWLRQV RI WKH LQVWUXPHQWY 7KH VXEVWDQFH RI V
JRYHUQV LWV UHFODVVLILFDWLRQ LQ WKH VWDWHPHQW RI ILQDQFLI

7TKH %DQN GHWHUPLQHVY WKH FODVVLILFDWLRQ DW LQLWLDO UHFR
HYDOXDWHY WKLV GHVLIQDWLRQ DW HYHU\ VWDWHPHQW RI ILQDQFL

,Q PHDVXULQJ ILQDQFLDO DVVHWY DQG OLDELOLWLHY VRPH RI WKH
YDOXH IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV ,Q HVWLPDWLQJ WKH
PDUNHW REVHUYDEOH GDWD WR WKH H[WHQW LW LV DYDLODEOH :
HQJDJHV LQGHSHQGHQW SURIHVVLRQDOO\ TXDOLILHG YDOXHUV WR
ZLWK WKH TXDOLILHG HIWHUQDO YDOXHUV WR HVWDEOLVK WKH DSSI

E )DLU YDOXH PHDVXUHPHQW

KHUH WKH IDLU YDOXHV RI ILOQODQFLDO DVVHWY DQG ILQDQFLDO Ol
SRVLWLRQ FDQQRW EH GHULYHG IURP DFWLYH PDUNHWY WKH\ DUH (
WKDW LQFOXGH WKH XVH RI PDWKHPDWLFDO PRGHOV 7KH LQSXWV W
GDWD ZKHUH SRVVLEOH EXW ZKHUH REVHUYDEOH PDUNHW GDWD DL
IDLU YDOXHV 7KH MXGJPHQWY LQFOXGH FRQVLGHUDWLRQV RI OLTXIL
GDWHG GHULYDWLYHYV DQG GLVFRXQW UDWHYV SUHSD\PHQW UDWH
VHFEFXULWLHY 7KH PDQDJHPHQW EHOLHYHV WKDW WKH FKRVHQ YD
DSSURSULDWH LQ GHWHUPLQLQJ WKH IDLU YDOXH RI ILQDQFLDO LQ\

F ,VODPLF GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

BXEVHTXHQW WR LQLWLDO UHFRJQLWLRQ WKH IDLU YDOXH RI ,VODP
YDOXH DUH JHQHUDOO\ REWDLQHG E\ UHIHUHQFH WR TXRWHG PDU
UHFRJQL]HG SULFLQJ PRGHOV DV DSSURSULDWH :KHQ SULFHV DUH
XVLQJ YDOXDWLRQ WHFKQLTXHV ZKLFK UHIHU WR REVHUYDEOH PDU
LQVWUXPHQWY ZKHUH PDUNHW REVHUYDEOH SULFHV H[LVW GLVFR}
DQG RWKHU YDOXDWLRQ WHFKQLTXHV FRPPRQO\ XVHG E\ PDUNH!
PDQDJHPHQW FRQVLGHUV ZKHQ DSSO\LQJ D PRGHO DUH
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

&ULWLFDO DFFRXQWLQJ MXGJPHQWY DQG NH\ VRXUFHV RI HVWLF
&ULWLFDO MXGJPHQWY LQ DSSO\LQJ WKH %DQNYJV DFFRXQWLQJ SRO
ORGHOV DQG DVVXPSWLRQV XVHG FRQWLQXHG

F ,VODPLF GHULYDWLYH ILQDQFLDO LQVWUXPHQWY FRQWLQXH

L 7KH OLNHOLKRRG DQG H[SHFWHG WLPLQJ RI IXWXUH FDVK IORZYV
XVXDOO\ JRYHUQHG E\ WKH WHUPV RI WKH LOVWUXPHQW DOWKR:
VLWXDWLRQV ZKHUH WKH DELOLW\ RI WKH FRXQWHUSDUW\ WR \
FRQWUDFWXDO WHUPV LV LQ GRXEW DQG

LL$Q DSSURSULDWH GLVFRXQW UDWH RI WKH LQVWUXPHQW 0DQEC
DVVHVVPHQW RI WKH DSSURSULDWH VSUHDG RI WKH UDWH IRU
YDOXLQJ LQVWUXPHQWY E\ UHIHUHQFH WR FRPSDUDEOH LQVWU]
PDWXULW\ VWUXFWXUH DQG UDWLQJ RI WKH LQVWUXPHQW ZLWK
YDOXLQJ LQVWUXPHQWY RQ D PRGHO EDVLV XVLQJ WKH IDLU YD
FRQVLGHUVY LQ DGGLWLRQ WKH QHHG IRU DGMXVWPHQWV WR W
RITHU VSUHDG FUHGLW SURILOH VHUYLFLQJ FRVWYVY RI SRUWIROL

'"HWHUPLQLQJ ZKHWKHU LW LV UHDVRQDEO\ FHUWDLQ WKDW DQ H
DJUHHPHQW ZLOO EH H[HUFLVHG

(IWHQVLRQ DQG WHUPLQDWLRQ RSWLRQV DUH LQFOXGHG LQ D QXPE
%DQN 7KHVH WHUPV DUH XVHG WR PD[LPLVH RSHUDWLRQDO IOH[
GHWHUPLQLQJ WKH OHDVH WHUP PDQDJHPHQW FRQVLGHUV DOO ID
LQFHQWLYH WR H[HUFLVH DQ H[WHQVLRQ RSWLRQ RU QRW H[HUFLVI
LI D VLIQLILFDQW HYHQW RU D VLJQLILFDQW FKDQJH LQ FLUFXPVWD

.H\ VRXUFHV RI HYWLPDWLRQ XQFHUWDLQW\

7KH IROORZLQJ DUH NH\ HVYWLPDWLRQV WKDW WKH PDQDJHPHQW KI
DFFRXQWLQJ SROLFLHY DQG WKDW KDYH WKH PRVW VLIJQLILFDQW H
VWDWHPHQWYV

X (VWDEOLVKLQJ WKH QXPEHU DQG UHODWLYH ZHLJKWLQJV RI IRL
SURGXFW PDUNHW DQG GHWHUPLQLQJ WKH IRUZDUG ORRNLQJ LQ
PHDVXULQJ (&/ WKH %DQN XVHVY UHDVRQDEOH DQG VXSSRUWDEOH
RQ DVVXPSWLRQV IRU WKH IXWXUH PRYHPHQW RI GLITHUHQW HFRQ
HDFK RWKHU

Xx BUREDELOLW\ RI GHIDXOW 3' FRQVWLWXWHY D NH\ LQSXW LQ PHD\
Rl GHIDXOW RYHU D JLYHQ WLPH KRUL]JRQ WKH FDOFXODWLRQ RI :
HISHFWDWLRQV RI IXWXUH FRQGLWLRQV

x /IRVV *LYHQ 'HIDXOW /* LV DQ HVWLPDWH RI WKH ORVYV DULVLQJ
EHWZHHQ WKH FRQWUDFWXDO FDVK IORZVY GXH DQG WKRVH WKDW
DFFRXQW FDVK IORZV IURP FROODWHUDO DQG LQWHJUDO FUHGLW

X " HWHUPLQDWLRQ RI DSSURSULDWH UDWH WR GLVFRXQW WKH OHDYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

)LQDQFLDO ULVN PDQDJHPHQW

7TKH %DQNYV DFWLYLWLHV H[SRVH LW WR D YDULHW\ RI ILQDQFLD
DFFHSWDQFH DQG PDQDJHPHQW RI VRPH GHJUHH RI ULVN RU FRPEI
ILQDQFLDO VHUYLFHVY EXVLQHVY DQG WKH RSHUDWLRQDO ULVNV DI
7TKH %DQNYV DLP LV WKHUHIRUH WR DFKLHYH DQ DSSURSULDWH E
SRWHQWLDO DGYHUVH HIITHFWV RQ WKH %DQNYV ILQDQFLDO SHUIRUI

SLVN LV LOQOKHUHQW LQ WKH %DQNTfV DFWLYLWLHV EXW LW LV PDQD
PHDVXUHPHQW DQG PRQLWRULQJ DQG LV VXEMHFW WR ULVN OLPLW

7KH %DQNTVY ULVN PDQDJIJHPHQW SROLFLHY DUH GHVLIJQHG WR LGHQ
ULVN OLPLWY DQG FRQWUROV DQG WR PRQLWRU WKH ULVNV DQG D¢
GDWH LQIRUPDWLRQ VA\VWHPVY 7KH %DQN UHJXODUO\ UHYLHZV LWV I
FKDQJHV LQ PDUNHWY SURGXFWV DQG HPHUJLQJ EHVW SUDFWLFH

5LVN ODQDJHPHQW )UDPHZRUN

5LVN PDQDJHPHQW LV FDUULHG RXW E\ WKH 5LVN ODQDJHPHQW 'LYL
%RDUG RI 'LUHFWRUV 7KH 5LVN ODQDJHPHQW 'LYLVLRQ LV UHVSRC
PDQDIJHPHQW DQG WKH FRQWURO HQYLURQPHQW 7KH PRVW LPSRUYV
DUH FUHGLW DQG FRQFHQWUDWLRQVY ULVN PDUNHW ULVN DQG OL
FXUUHQF\ ULVN DQG SULFH ULVN 7KH %DQN LV DOVR VXEMHFW WR
SURFHVVY GRHV QRW KRZHYHU PRQLWRU EXVLQHVV ULVNV VXFK DV
LQGXVWU\ 7KHVH ULVNV DUH PRQLWRUHG WKURXJK WKH %DQNTfV VYV

5LVN PDQDJHPHQW VWUXFWXUH

%RDUG RI GLUHFWRUV EHDUV WKH XOWLPDWH UHVSRQVLELOLW\ IRL
DSSURYHG ULVN PDQDJHPHQW SROLF\ +RZHYHU DOO WKH QHFHVYV
IDFLOLWDWH WKH HIITHFWLYHQHVY RI SURSHU ULVN PDQDJHPHQW
UHVSRQVLEOH IRU PDQDJLQJ DQG PRQLWRULQJ ULVNV RI WKH %DQN
%RDUG RI 'LUHFWRUYV

7KH %RDUG RI 'LUHFWRUYV DUH UHVSRQVLEOH IRU WKH RYHUDOO UL
ULVN PDQDJHPHQW VWUDWHJILHY DQG SULQFLSOHV %RDUG HQVXUH
FROQWURO FRPSOLDQFH DQG UHSRUWLQJ VA\VWHPYV DUH LQ SODFH DC
([HFXWLYH FRPPLWWHH

([HFEXWLYH FRPPLWWHH DFWV DV WKH %RDUGYV VHQLRU H[HFXWLYH
VWUDWHILF DQG RSHUDWLRQDO REMHFWLYHYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
5LVN PDQDJHPHQW VWUXFWXUH FRQWLQXHG
$XGLW FRPPLWWHH

7KH $XGLW FRPPLWWHH FRQVLVWY RI LQGHSHQGHQW %RDUG PHPE!
IXOILOOLQJ LWV RYHUVLIJKW UHVSRQVLELOLW)\ E\

X 2YHUVHHLQJ WKH %DQNYV ILQDQFLDO UHSRUWLQJ SURFHVVHV PLC
DSSURYLQJ WKH ILQDQFLDO LQIRUPDWLRQ

X 5HYLHZLQJ UHSRUWYV RQ WKH LQWHUQDO FRQWUROV

x 0DQDJLQJ WKH UHODWLRQVKLS ZLWK WKH %DQNYJV HIWHUQDO DXG

X SHYLHZLQJ WKH LQWHUQDO DXGLW UHSRUWYV DQG PRQLWRUV FRQV

,QWHUQDO 6KDULD 6XSHUYLVRU\ &RPPLWWHH ,66&

7KH ,66& LV UHVSRQVLEOH IRU 6KDULD JRYHUQDQFH LQ WHUPV RI
GRFXPHQWDWLRQ LQ UHODWLRQ WR 6KDULD FRPSDWLELOLW\ DQG R
5H 6KDULYDK *RYHUQDQFH #+ LVVXHG E\ &HQWUDO %DQN RI
&%8$( %6 1

5LVN &RPPLWWHH RI WKH %RDUG 35&°

7KH 5&& DVVLVWYVY WKH %RDUG Rl 'LUHFWRUV LQ GLVFKDUJLQJ WKH
EDQN DFWLYLWLHVY FRPSO\ ZLWK HVWDEOLVKHG ULVN DSSHWLWH IU
WKH VA\VWHP RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ I

&RPSOLDQFH &RPPLWWHH RI WKH %RDUG 3&&°

&RPSOLDQFH &RPPLWWHH DVVLVW WKH %RDUG LQ LWV RYHUVLJKW R
LVVXHG E\ &%8%( 2YHUVHH WKH %DQNfV SROLFLHV SURFHGXUHYV
VLPXOWDQHRXVO\ HYDOXDWH WKH UHSRUWY RI HIDPLQDWLRQ DQG

&UHGLW &RPPLWWHH

&UHGLW FRPPLWWHH PDQDJHV WKH FUHGLW ULVN RI WKH %DQN E\ F
SURFHGXUHV WKH DSSURYDO RI VSHFLILF H[SRVXUHY DQG ZRUN RXYV
SRUWIROLR DQG WKH VXIILFLHQF\ RI SURYLVLRQV WKHUHRI

$VVHW DQG /LDELOLW\ &RPPLWWHH 3%$/&2°

7KH REMHFWLYH RI $/&2 LV WR GHULYH WKH PRVW DSSURSULDWH VW
DQG OLDELOLWLHV JLYHQ LWV H[SHFWDWLRQV RI WKH IXWXUH DQG \
OLTXLGLW\ FRQVWUDLQWY DQG IRUHLJQ H[FKDQJH H[SRVXUH DQG F
WR HQVXUH WKDW DOO VWUDWHJLHY FRQIRUP WR WKH %DQNYTV ULVN
%RDUG RI 'LUHFWRUYV

SHPXQHUDWLRQ FRPPLWWHH

SHPXQHUDWLRQ FRPPLWWHH PDQDJHV WKH UHVRXUFHV SHUIRUPDQ
%DQN RQ WLPH WR WLPH EDVLYV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
5LVN PDQDJHPHQW VWUXFWXUH FRQWLQXHG
5LVN ODQDJHPHQW 'LYLVLRQ 350'

7KH 50' LV UHVSRQVLEOH IRU LPSOHPHQWLQJ DQG PDLQWDLQLQJ UL
FRQWURO SURFHVV 'HSDUWPHQW PRQLWRU SRUWIROLR FUHGLW UL\
WKH ULVN DSSHWLWH IUDPHZRUN HVWDEOLVKHG IRU WKH %DQN

,QWHUQDO $XGLW

ODQDIJHPHQW SURFHVVHY DW WKH %DQN DUH DXGLWHG SHULRGLFDO
ERWK WKH DGHTXDF\ RI WKH SURFHGXUHYVY DQG WKH %DQNTV FRPS
GLVFXVVHV WKH UHVXOWYV RI LWV DVVHVVPHQWY ZLWK PDQDJHPHQ)
GLUHFWO\ WR WKH $XGLW &RPPLWWHH

5LVN PHDVXUHPHQW DQG UHSRUWLQJ VI\VWHPYV

7KH %DQN PHDVXUHV FUHGLW ULVN XVLQJ FXUUHQW ,)56 UHJXODW
WR GR WKH HDUO\ UHFRJQLWLRQ RI LPSDLUPHQW :KHUHDV PDUNHW
XVLQJ VWDQGDUGYV FXUUHQWO\ HQIRUFHG XQGHU UHJXODWRU\ JXLG
DQG PHWKRGV WR HVWLPDWH EXVLQHVV ULVN DQG UHYLVH ULVN VW
PHWKRGV UHIOHFW WKH H[SHFWHG ORVV OLNHO\ WR DULVH LQ QRUF
XQH[SHFWHG ORVVHV ZKLFK PLJKW RFFXU GXH WR XQIRUHVHHQ H
SUREDELOLWLHV DVVRFLDWHG ZLWK LW %DQN DOVR UXQV PXOWLSC
HYHQWYV ZKLFK DUH OLNHO\ WR RFFXU DV ZHOO DV LGLRV\QFUDWLF
WKH %DQN LQ GRLQJ LWV RZQ LQWHUQDO DVVHVVPHQW RI WKH FD
DSSHWLWH IUDPHZRUN RI WKH %DQN

ORQLWRULQJ DQG FRQWUROOLQJ ULVNV LV SULPDULO\ SHUIRUPHG L«
OLPLWY UHIOHFW WKH EXVLQHVV VWUDWHJ\ DQG PDUNHW HQYLURQF
%DQN LV ZLOOLQJ WR DFFHSW ZLWK DGGLWLRQDO HPSKDVLV RQ VH

&UHGLW ULVN DQG FRQFHQWUDWLRQV RI ULVN

&UHGLW ULVN LV GHILQHG DV WKH ULVN WKDW WKH %DQNTV FXVWRF
XQZLOOLQJ WR SD\ SURILW UHSD\ WKH SULQFLSDO RU RWKHUZLVH V
DJUHHPHQWY RU RWKHU FUHGLW IDFLOLWLHV WKXV FDXVLQJ WKH Y%

&UHGLW ULVN DOVR DULVHV WKURXJK WKH GRZQJUDGLQJ RI FRXQW
WKH %DQN WKHUHE\ UHVXOWLQJ LQ WKH YDOXH RI WKH DVVHWYV WI
ULVN FRQVLGHUDEOH UHVRXUFHV H[SHUWLVH DQG FRQWUROV DU
GHSDUWPHQWY RI WKH %DQN
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG
&UHGLW ULVN PHDVXUHPHQW

7KH %DQNfV 5LVN ODQDJHPHQW )UDPHZRUN DVVHVVHV WKH SUREDE
XVLQJ LQWHUQDO UDWLQJ WRROV WDLORUHG WR WKH YDULRXV FD\
GHYHORSHG LQWHUQDOO\ ZKLFK FRPELQHYV VWDWLVWLFDO DQDO\V!
YDOLGDWHG SHULRGLFDOO\

7TKH %DQNYV H[SRVXUH WR FUHGLW ULVN LV PHDVXUHG RQ DQ LQGL)Y
FRXQWHUSDUWLHY WKDW VKDUH VLPLODU DWWULEXWHY 7R UHGXFF
EHHQ HVWDEOLVKHG DQG DUH PRQLWRUHG LQ WKH OLJKW RI FKDQJL

ODQDJHPHQW RI FUHGLW ULVN
7TKH %DQNYV &UHGLW 5LVN ODQDJHPHQW )UDPHZRUN LQFOXGHV

1 (VWDEOLVKPHQW RI DQ DXWKRUL]DWLRQ VWUXFWXUH DQG OLPLW

1 S5HYLHZLQJ DQG DVVHVVLQJ FUHGLW H[SRVXUHV LQ DFFRUGDQFFE
SULRU WR IDFLOLWLHY EHLQJ VDQFWLRQHG WR FXVWRPHUV UHQ
VDPH UHYLHZ SURFHVYV

1 'LYHUVLILFDWLRQ RI ILQDQFLQJ DQG LQYHVWPHQW DFWLYLWLHV
tf /LPLWLQJ FRQFHQWUDWLRQV RI H[SRVXUH WR LQGXVWU\ VHFWRU

+ BS5HYLHZLQJ FRPSOLDQFH RQ DQ RQJRLQJ EDVLV ZLWK DJUHHG |
LQGXVWULHY DQG FRXQWULHY DQG UHYLHZLQJ OLPLWV LQ DFFRU
DQG PDUNHW WUHQGYV

6LJQLILFDQW LQFUHDVH LQ FUHGLW ULVN

7KH %DQN PRQLWRUVY DOO ILQDQFLDO DVVHWY WKDW DUH VXEMHFW
KDV EHHQ D VLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN VLQFH LQLWL|
LQ FUHGLW ULVN WKH %DQN ZLOO PHDVXUH WKH ORVY DOORZDQFH

,QWHUQDO FUHGLW ULVN UDWLQJV

,Q RUGHU WR DGHTXDWHO\ DVVHVV WKH FUHGLW H[SRVXUH SURILOH
IRU REOLJRU DQG IDFLOLW\ LQWHUQDO ULVN UDWLQJ ,W IDFLOLWD\
ULVN UDWLQJ V\VWHP DV ZHOO DV VWUXFWXUDOO\ VXSSRUWV WKH
VI\VWHP LV FRPSULVHG RI QRWFK REOLJRU ULVN UDWLQJ LQ WHQ V
GHILQHG XVLQJ ERWK TXDQWLWDWLYH DQG TXDOLWDWLYH IDFWRU
SURYLGHYV D PDSSLQJ RI WKH %DQNYfY LQWHUQDO FUHGLW ULVN JUD
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
6LJQLILFDQW LQFUHDVH LQ FUHGLW ULVN FRQWLQXHG

, QWHUQDO FUHGLW ULVN UDWLQJYV FRQWLQXHG

%DQNYYVY FUHGLW ULVN JUDGHYV $IJHQF\ UDWLQJ '"HVFULSWLRQ
$3$4 9HU\ /RZ FU
$$ WR 9HU\ /RZ FU
$ W IRZ FUH!
%%% W ORGHUDWH
%% W 6XEVWDOWL
% W +LJK FUF
&&& V 9HU\ +LJK F
6 XEVW

"RXE'
.PSD

7KH FUHGLW ULVN JUDGHY DUH GHVLIJQHG DQG FDOLEUDWHG WR UH
$V WKH FUHGLW ULVN LQFUHDVHV WKH GLIIHUHQFH LQ ULVN RI GHI
DOORFDWHG WR D FUHGLW ULVN JUDGH DW LQLWLDO UHFRJQLWLH
FRXQWHUSDUW\ 7KH H[SRVXUHVY DUH PRQLWRUHG DQG WKH FUHG
LOQIRUPDWLRQ 7KH PRQLWRULQJ SURFHGXUHY IROORZHG DUH ERWK

7KH IROORZLQJ GDWD DUH W\ASLFDOO\ XVHG WR PRQLWRU WKH %DQN

3D\PHQW UHFRUG LQFOXGLQJ SD\PHQW UDWLRYV DQG DJHLQJ DQLE
(IWHQW Rl XWLOL]DWLRQ RI JUDQWHG OLPLW

YRUEHDUDQFHV ERWK UHTXHVWHG DQG JUDQWHG

&KDQJHV LQ EXVLQHVV ILQDQFLDO DQG HFRQRPLF FRQGLWLRQV
&UHGLW UDWLQJ LQIRUPDWLRQ VXSSOLHG E\ H{(WHUQDO UDWLQJ
,QIRUPDWLRQ REWDLQHG E\ SHULRGLF UHYLHZ Rl FXVWRPHU ILC
UHYLHZ PDUNHW GDWD VXFK DV SULFHV RI FUHGLW GHIDXOW VZ
FKDQJHV LQ WKH ILQDQFLDO VHFWRU WKH FXVWRPHU RSHUDWHYV

X X X X X X

7TKH %DQN DQDO\WHY DOO GDWD FROOHFWHG XVLQJ VWDWLVWLFDO
H[SRVXUHVY DQG KRZ WKHVH DUH H[SHFWHG WR FKDQJH RYHU WLPH
LQFOXGH PDFUR HFRQRPLF GDWD VXFK DV RLO SULFHV QRQ RLO FI
KRXVH SULFHV LQ WKH 8QLWHG $UDE (PLUDWHVY DQG WKH WRXULVP
VFHQDULR RI WKH IXWXUH GLUHFWLRQ RI UHOHYDQW HFRQRPLF YD
SRVVLEOH IRUHFDVW VFHQDULRY 7KH %DQN WKHQ XVHV WKHVH IRU
LWV HVWLPDWHYV RI 3'V 7KH SUREDELOLW\ ZHLJKWV XVHG DUH If
'RZQWXUQ VFHQDULR DFURVY DOO SRUWIROLRYV

7KH %DQN XVHV GLIIHUHQW FULWHULD WR GHWHUPLQH ZKHWKHU FU
RI DVVHWYV 7KH FULWHULD XVHG DUH ERWK TXDQWLWDWLYH FKDQJF
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
OHDVXUHPHQW RI (&/

7KH NH\ HOHPHQWYVY XVHG LQ WKH FRPSXWDWLRQ RI (&/ DUH

+ B3UREDELOLW\ RI GHIDXOW 3
$ /RVV JLYHQ GHIDXOW /*' DQG
f ([SRVXUH DW GHIDXOW ($'

7TKHVH HOHPHQWY DUH GHULYHG IURP RXU LQWHUQDOO\ GHYHORSH
DQG WKH GDWD SURYLGHG E\ WKH &HQWUDO %DQN RI 8%( 7KH\ DU
IRUZDUG ORRNLQJ LQIRUPDWLRQ

7KH WDEOH EHORZ VXPPDULVHVY WKH SULQFLSDO PDFURHFRQRPLF L
XVHG DW '"HFHPEHU IRU WKH \HDUV WR IRU 8%( ZKLFK L\
RSHUDWHY DQG WKHUHIRUH LV WKH FRXQWU\ WKDW KDV D PDWHULD

/[LVW RI PDFUR YDULDEOHV XVHG '"HILQLWLRQ 5DQJH
2LO SULFH BULFH S %HWZHHt DOG 8

'"XEDL UHDO HV & KD %HWZHHO

$EX 'KDEL UHDO H & KD %HWZHHO

SHDO *'3 | & KD % HW. DC

'"XEI6WRFN 3U ,OC % HW. DC

$EX 'KDEL 6WRF ,OC % HW. DC

7TKHUH KDV EHHQ QR VLJQLILFDQW VHQVLWLYLW\ LPSDFW RQ (&/ LI W
ZHUH WR FKDQJH E\ WKH EDVH FDVH XSVLGH DQG GRZQVLGH VFHQD

3'LVDQ HVWLPDWH DW FHUWDLQ SRLQW LQ WLPH ZKLFK LV GHULYH(
REVHUYHG GHIDXOW UDWHY DJDLQVW PDFUR HFRQRPLF YDULDEOHYV
F\FOH 77& 3' ZKLFK LV FXUUHQWO\ XVHG E\ WKH %DQN DQG DVVH)
FDWHJRULHV RI FRXQWHUSDUWLHY DQG H[SRVXUHV ,W KHOSV WKH
DQG RYHUHVWLPDWLRQ LI WKHUH LV RQH RI RXWOLHU GDWD 7KHVH
DV LQWHUQDO GDWD FRPSURPLVLQJ ERWK TXDQWLWDWLYH DV ZH
FRQVLGHULQJ WKH FRQWUDFWXDO PDWXULWLHV RI H[SRVXUHV E\
FXPXODWLYH VXUYLYDO SUREDELOLW\

/[** LV DQ HVWLPDWH RI WKH ORVV PDJQLWXGH DULVLQJ RQ LQ FDV
GLITHUHQFH EHWZHHQ WKH FRQWUDFWXDO FDVK IORZV GXH DQG Wi
WDNLQJ LQWR DFFRXQW FDVK IORZV IURP DQ\ FROODWHUDO 7KH /*'
Rl IXWXUH FROODWHUDO YDOXDWLRQ WDNLQJ LOQWR DFFRXQW VDO
FROODWHUDOL]DWLRQ DQG VHQLRULW\ RI FODLP FRVW RI UHDOL]D!
SHUIRUPLQJ VWDWXYV /[** PRGHOV IRU XQVHFXUHG DVVHWYV FRQVL
VHQLRULW\ RI FODLPV 7KH FDOFXODWLRQ LV RQ D GLVFRXQWHG FD
E\ WKH RULJLQDO HIIHFWLYH SURILW UDWH (35 RI WKH ILQDQFH

($" UHSUHVHQW WKH H[SHFWHG H[SRVXUHV LQ WKH HYHQW RI D GHID
HISRVXUHV WR WKH FRXQWHUSDUW\ DQG WKH SRWHQWLDO FKDQJHV
LQFOXGLQJ DPRUWL]DWLRQ 7KH ($' IRU WKH RQ EDODQFH VKHHW LW
RIl EDODQFH VKHHW LWHPV VXFK DV OHWWHUV RI FUHGLWYV ILQDQFI
ILQODQFH FRPPLWPHQWY DUH HVWLPDWHG E\ DSSO\LQJ FUHGLW FRQ)
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
OHDVXUHPHQW RI (& FRQWLQXHG

7KH PHDVXUHPHQW RI ORVV DOORZDQFH LV GRQH RQ LQGLYLGXDO
PHDVXUHG RQ FROOHFWLYH EDVLV IRU UHWDLO SRUWIROLR PHDVXU
SRUWIROLR ZKHUH SRUWIROLR FRQVWLWXHQWY VKDUH VLPLODU SR
ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW LQFUHDVH LQ FUHGLW LU
FROOHFWLYH EDVLVY DV QRWHG EHORZ

*URXSLQJY EDVHG RQ VKDUHG ULVNVY FKDUDFWHULVWLFV

'KHQ (&/ DUH PHDVXUHG RQ D FROOHFWLYH EDVLV WKH ILQDQFLDO
FKDUDFWHULVWLFV VXFK DV

X ,QVWUXPHQW W\SH

x &UHGLW ULVN JUDGH

x &ROODWHUDO W\SH

7KH JURXSLQJY DUH UHYLHZHG RQ D UHJXODU EDVLV WR HQVXUH V
H[SRVXUHYV

7KH %DQN KDV LQ SODFH SROLFLHV ZKLFK JRYHUQ WKH GHWHUPLQ
FRQVLGHUHG IRU FUHGLW ULVN PLWLIJDWLRQ ZKLFK LQFOXGHV Wl
UHTXLUHG IRU WKH VSHFLILF FROODWHUDO WR EH FRQVLGHUHG L
FROODWHUDOV DUH PRUWJDJHG SURSHUWLHY LQYHVWPHQWY YHKL

7KH FROODWHUDO LV YDOXHG SHULRGLFDOO\ GHSHQGLQJ RQ WKH
SURSHUW\ D IUDPHZRUN IRU YDOXDWLRQ RI PRUWJDJHG SURSHUWL
SURFHGXUHYV DUH LQ SODFH IRU HIILFLHQW DQG SURSHU FRQGXFW
UHODWHG DFWLYLWLHY LQ UHODWLRQ WR WKH LQWHUSUHWDWLRQ

SURSHUWLHYV
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
OHDVXUHPHQW RI (& FRQWLQXHG

6 XPPDULVHG LQIRUPDWLRQ RI WKH %DQNYV PD[LPXP H[SRVXUH WR F
ILQDQFLDO DVVHW VXEMHFW WR LPSDLUPHQW LV SURYLGHG LQ IR

'"HFHPEHU '"HFHPEH
*URVV FDUMLQJ &DUU\LQJ DPRRKQW (&/ &DUU\LQJ
DPRXQW DOORZDQFH FDUU\L@X ORZDDMERXQW

DPR
$(' $(' $(' $(" H $(" u $(" H
%DODQFHV ZLWK WKH &HQWUDO %DQN

6 WD

'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
6 WD
6 WD

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV
6 WD
6WD
6WD

,VODPLF LQYHVWPHQW VHFXULWLHY DW )972&,
6 WD
6 WD

2WKHU ,VODPLF ILQDQFLDO DVVHWYV
6 WD
6 WD
6 WD

JLODQFLDO FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHYV RIlI EDODC(
6WD
6WD
6 WD

,PSDLUPHQW DOORZDQFH LV UHFRJQLVHG XQGHU 35HYDOXDWLRQ U
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
OHDVXUHPHQW RI (& FRQWLQXHG

S5LVNV UHODWLQJ WR FUHGLW UHODWHG FRPPLWPHQWYV

7KH %DQN PDNHV DYDLODEOH WR LWV FXVWRPHUV JXDUDQWHHYV D
PDNHV SD\PHQWY LQ WKH HYHQW WKDW WKH FXVWRPHU IDLOV WR
LOQOVWUXPHQWY H[SRVH WKH %DQN WR D VLPLODU ULVN WR ILQDQFLC
WKH VDPH FRQWURO SURFHVVHY DQG SROLFLHYV

&UHGLW ULVN DQG FRQFHQWUDWLRQV RI ULVN
&RQFHQWUDWLRQ RI FUHGLW ULVN

&RQFHQWUDWLRQV DULVH ZKHQ D QXPEHU Rl FRXQWHUSDUWLHV T
DFWLYLWLHV LQ WKH VDPH JHRJUDSKLF UHJLRQ RU KDYH VLPLODU
WR PHHW FRQWUDFWXDO REOLJDWLRQV WR EH VLPLODUO\ DIIHFW
FRQGLWLRQV &RQFHQWUDWLRQV LQGLFDWH WKH UHODWLYH VHQVI
DIIHFWLQJ D SDUWLFXODU LQGXVWU\ RU JHRJUDSKLFDO ORFDWLRQ

,Q RUGHU WR DYRLG H[FHVVLYH FRQFHQWUDWLRQV RI ULVN WKH 9
JXLGHOLQHVY WR IRFXV RQ PDLQWDLQLQJ D GLYHUVLILHG SRUWIROLF
E\ LOGXVWU\ VHFWRUV DQG JHRJUDSKLF ORFDWLRQ ,GHQWLILHG
PDQDJHG DFFRUGLQJO\

&RQFHQWUDWLRQ RI FUHGLW ULVN
%\ JHRJUDSKLF ORFDWLRQ

%DVHG RQ WKH GRPLFLOH RI WKH FRXQWHUSDUWLHY WKH IROORZL(
DW WKHLU FDUU\LQJ DPRXQWV FDWHJRUL]HG E\ JHRJUDSKLFDO UHJ

2Q EDODQFH VKHHW LWHPYV
8% ( *&& 2WKHU  7RW
$C1 $CT $C1 $CT

&DVK DQG EDODQFH
'XH IURP EDQNV DQG
RWKHU ILQDQF
,VODPLF ILQDQFLQJ I
5H\

&RUS

7UHEL

,QYHV\

,VODPLF LQYHVWPHQW"
2WKHU

7TRWDO
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG
&RQFHQWUDWLRQ RI FUHGLW ULVN FRQWLQXHG

%\ JHRJUDSKLF ORFDWLRQ FRQWLQXHG

2Q EDODQFH VKHHW LWHPYV
8% ( * & ¢ 2W 7RV
$CT $CT $CT $C1

&DVK EDODQFHV ZLW
'XH IURP EDQNV DQG
RWKHU ILQDQF
,VODPLF ILQDQFLQJ I
5H\

&RUS

7UHEL

LQYHV\

,VODPLF LQYHVWPHQW"
2WKHU

7TRWDO

21l EDODQFH VKHHW LWHPYV
8% ( “&& 2WKHU 7RWDO
$CT $C1 $C1 $C1

&RPPLW
/[HWWHUV RI FUH

7TRWDO

8% *&¢ 2w 7R’
$CT $CT $CT $C1

&RPPLW
/I[HWWHUV RI FUH

7TRWDO
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG

&UHGLW ULVN DQG FROQFHQWUDWLRQV RI ULVN FRQWLQXHG

&UHGLW ULVN H[SRVXUH SHU FODVV RI ILQDQFLDO DVVHW LQWHUQLEL

$Q DQDO\VWLYV RI WKH %DQNYVY FUHGLW ULVN H[SRVXUH SHU FODVV RI
UDWLQJ DQG VWDJIH ZLWKRXW WDNLQJ LQWR DFFRXQW WKH HIIHFW'
SURYLGHG LQ WKH IROORZLQJ WDEOHY 7KHVH DPRXQWYV LQ WKH WD
FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHH FROQWUDFWYVY WKH DPRX

RU JXDUDQWHHG UHVSHFWLYHO\

X 'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV

6WDJH 6WDJH 6WDJH 328,

PRQWHKVIH WLPAHH WLPIHH WLPH
(&1 (&1 (& (& 7RWDO 7R

$(C'T $C'T $C'T $(C'T $C'T $C'T

1RU

‘DWF

6XEVW

'RXE'

/IR

*URVV FDUU\LQJ DPRXQW
,PSDLLDOOR

&DUU\LQJ DPRXQW

X ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV

6WDJH 6WDJH 6WDJH 328,

PRQWHKNH WLPHH WLPIHH WLPH
(&1 (&1 (& (& 7RWDO 7R

$('T $('T $('T $('T $('1 $('T

1RU

‘DWF

6XEVW

'RXE'

/IR

*URVV FDUU\LQJ DPRXQW
,PSDLUPHQW

&DUU\LQJ DPRXQW
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG
&UHGLW ULVN FRQFHQWUDWLRQV FRQWLQXHG

X ,VODPLF LQYHVWPHQWY VHFXULWLHV DW )972&,

6WDJH 6WDJH 6WDJH 32&,
PRQWKNVMH WLPHH WLPHH WLPH
(&1 (& (& (& 7RWDO 7R
$('T $('T $('T $('T $('1 $('T
1RU
'DWF
6XEVW
'RXE'
IR

*URVV FDUU\LQJ DPRXQW
,PSDLUPHQW

&DUU\LQJ DPRXQW

X 2WKHU ILQDQFLDO DVVHWYV

6WDJH 6WDJH 6WDJH 32&,
PRQWKNVMH WLPHH WLPHH WLPH
(&1 (& (& (& 7RWDO 7R
$('T $('T $('T $('T $('T $('T
1RU
'DWF
6XEVW
'RXE'
/IR

*URVV FDUU\LQJ DPRXQW
,PSDLUPHQMW

&DUU\LQJ DPRXQW
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG
X )JLQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHYV

6WDJH 6WDJH 6WDJH 328&,
PRQWHKNMH WLPHH WLPHH WLPH
(&1 (&1 (&1 (&1 7R\ 7R’
$C'Y $C'T $('T $('T $('T $(C'T
1RU
‘DWF
6XEVW
'RXE"
/IR

*URVV FDUU\LQJ DPRXQW
,PSDLUPHQW

&DUU\NLQJ DPRXQW

([SHFWHG FUHGLW ORVYVY DOORZDQFH

ORUH LQIRUPDWLRQ DERXW WKH VLIQLILFDQW FKDQJHV LQ WKH JUR
WKH SHULRG WKDW FRQWULEXWHG WR FKDQJHV LQ WKH ORVYV DOOR

%DODQFHV ZLWK WKH &HQWUDO %DQN

6WDJH 6WDJH 6WDJH
SCT  $CT 89 seq 00

$V DW 'HFHPEHU
&KDQJH LQ

$V DW '"HFHPEHU

'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV

6WDJH 6WDJH 6WDJH
$CT $(T $(T $C;RWDO

$V DW 'HFHPEHU
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH

7UDQVIHU

&KDQJH LQ H[SRVXUH

1HILQDQFLDO DVVHWYV UHFRJQL]JHG

JLQDQFLDO DVVI

$V DW '"HFHPEHU
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV

6WDJH 6WDJH 6WDJH
$(C'T $('T $('T 7RWDO
$(C'1
$V DW '"HEHI
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
&KDQJH LQ H[SRVXUH
1HZ ILQDQFLDO D
JLQDQFLDO DVVHWY GHUHFRJQL]HG
‘ULWH RIIV

$V DW '"HFHPEHU

,VODPLF LQYHVWPHQWY VHFXULWLHYVY DW )972&,

6WDJH 6WDJH 6WDJH
$('T $('T $(' 7RWDO
$(C'1
$V DW  'HFHI
&KDQJH LQ H[SRVXUH
1HZ ILQDQFLDO D
JLQDQFLDO DVVHWV GHUHFRJQL]HG

$V DW '"HFHPEHU
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J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG

2WKHU ,VODPLF ILQDQFLDO DVVHWYV

6WDJH 6WDJH G6WDJH
$(C'1 $('u $C'1 7RWDO
$CT

$V DW  'HFH
&KDQJH LQ H[SRVXUH
'ULWH RIIV

$V DW '"HFHPEHU

JLQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHYV

6WDJH 6WDJH 6WDJH
$(C'1 $(C'T $(C'T 7RWDO
$(C' 1

$V DW  'HFH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH

&KDQJH LQ H[SRVXUH

1HZ ILQDQFLDO FRPPL\

JXDUDQWHH

JLQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO

JXDUDQWHHV

$V DW '"HFHPEHU

7KH WDEOHVY EHORZ DQDO\VH WKH PRYHPHQW RI WKH (&/ DOORZDQF
'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV

6WDJH 6WDJH 6WDJH
PROQWMIH WLPHLIHWLPH
(&1 (&1 (&1 7TRWDO
$(C'1 $(C'1 $CT $(C'1
/IRVV DOORZDQFH DV DW '"HFHPEHU
&KDQJHV LQ WKH ORVV DOORZDQFH
7UDQVIHU
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
&KDQJH LQ FUHGLW ULVN
1HZ ILQDQFLDO D

/IRVV DOORZDQFH DV DW '"HFHPEHU
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&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV

6WDJH 6WDJH 6WDJH
PRQWHKLIH WLPHIHWLPH
(&1 (&1 (&1 7RWDO
$C'1 $(C' 1 $(C'1 $C1
/JRVV DOOR. 'HFHPEH
&KDQJHV LQ WKH ORVV DOORZDQFH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
&KDQJH LQ FUHGLW ULVN
1HZ ILQDQFLDO D

JLODQFLDO DVVHWY GHUHFRJQL]HG
:ULWH RIIV

/IRVV DOORZDQFH DV DW '"HFHPEHU

,VODPLF LQYHVWPHQWY VHFXULWLHYVY DW )972&,

6WDJH 6WDJH 6WDJH
PRQWKLIH WLPHIHWLPH
(&1 (&1 (&1 7RWDO
$C'1 $C'1 $CT $C'1
JRVV DOORZDQFH DV L
&KDQJH LQ FUHGLW ULVN
1HZ ILQDQFLDO D
JLQDQFLDO DVVHWV GHUHFRJQL]HG

/IRVV DOORZDQFH DV DW '"HFHPEHU
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG

2WKHU ,VODPLF ILQDQFLDO DVVHWYV

6WDJH 6WDJH 6WDJH
PRQWM IH WLPHLIHWLPH
(&1 (&1 (&1 7RWDO
$C'T $('u $('T $(C'T
/JRVV DOORZDQFH DV DW  'HFHPEHU
&KDQJH LQ FUHGLW ULVN
1HZ ILQDQFLDO D

JLODQFLDO DVVHWYV GHUHFRJQL]HG
:ULWH RIIV

/IRVV DOORZDQFH DV D'

JLQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHYV

6WDJH 6WDJH 6WDJH
PRQWHKLIH WLPHIHWLPH
(&1 (& (&1 7RWDO
$C'1 $C'1 $CT $('T
/IRVV DOORZDQFH DV [
&KDQJHV LQ WKH ORVV DOORZDQFH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
7UDQVIHU WR VWDJH
&KDQJH LQ FUHGLW ULVN
1HZ ILQDQFLDO FRPPL\
JXDUDQWHH

JLQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO
JXDUDQWHHYV

/IRVV DOORZDQFH DV DW '"HFHPEHU

$V GLVFXVVHG DERYH LQ WKH VLJQLILFDQW LQFUHDVH LQ FUHGL)
SURFHGXUHV D VLJQLILFDQW LQFUHDVH LQ FUHGLW ULVN LV LGHQW
ODWHVW ZKHQ WKH H[SRVXUH EHFRPHV GD\V SDVW GXH 7KLV LV
LQYHVWLQJ DVVHWV WR FXVWRPHUV DQG PRUH VSHFLILFDOO\ IRU L
ILQDQFLQJ DQG RWKHU H[SRVXUHV WKHUH LV PRUH ERUURZHU VSH
LGHQWLI\ VLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN 7KH WDEOH E
DPRXQW RI ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV WR FXVWR
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG

*URVYV *URVYV

FDUU\LQJ FDUU\LQJ
DPR: (&1 DPR (&
$(C'1 $(C'T $(C'1 $('T

1RUPDO RU 3DVW

3DVW ( GI

3DVW ( GI

3DVW ( GI

3DVW GXH RI PRU

ORGLILHG ILOQDQFLDO DVVHWYV

$V D UHVXOW RI WKH %DQNYfV IRUEHDUDQFH DFWLYLWLHV ILQDQFLC
UHIHU WR PRGLILHG ILQDQFLDO DVVHWY ZKHUH PRGLILFDWLRQ GRFE

JLODQFLDO DVVHWYV ZLWK ORVV DOORZDQFH EDVHG RQ OLIHWLPH (¢

$(C'1 $CT

*URVV FDUU\LQJ DPRXQ
(& DOORZDQFH EHI

1HW DPRUWL]HG FRVYV

1HW DPRUWL]HG FRYV

&ROODWHUDO KHOG DV VHFEXULW\ DQG RWKHU FUHGLW HQKDQFHPHQ

7TKH %DQN KROGYVY FROODWHUDO RU RWKHU FUHGLW HQKDQFHPHQW)
DVVHWY 7KH %DQN KROGV ILQDQFLDO LQVWUXPHQW RI $(' ELOOL
EHFDXVH RI FROODWHUDO DW '"HFHPEHU '"HFHPEHU $(

ORUWJIDJH ILQDQFLQJ

7KH %DQN KROGV UHVLGHQWLDO DQG FRPPHUFLDO SURSHUWLHV DV
LWV FXVWRPHUV 7KH %DQN PRQLWRUV LWV H[SRVXUH WR UHWDLO |
FDOFXODWHG DV WKH UDWLR Rl WKH JURVV DPRXQW RI WKH ILQD
FRPPLWPHQWY WR WKH YDOXH RI WKH FROODWHUDO 7KH YDOXDW|
REWDLQLQJ DQG VHOOLQJ WKH FROODWHUDO $W 'HFHPEHU W K
ILQDQFLQJ ZDV $(° PLOOLRQ $( PLOOLRQ DQG WKH YDOX
$( PLOOLRQ $( PLOOLRQ
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG

&UHGLW ULVN DQG FRQFHQWUDWLRQV Rl ULVN FRQWLQXHG
3HUVRQDO ILQDQFLQJ
7KH %DQNJV SHUVRQDO ILQDQFLQJ SRUWIROLR FRQVLVWYV RI XQVHF
&RUSRUDWH ILQDQFLQJ
7KH %DQN UHTXHVWV FROODWHUDO DQG JXDUDQWHHV IRU FRUSRL
FRUSRUDWH FXVWRPHUVY FUHGLWZRUWKLQHVV LV DQ DQDO\VLV RI
OHYHUDJH PDQDJHPHQW HIIHFWLYHQHVYV DQG JURZWK UDWLRV 7K
HVSHFLDOO\ LI WKH SHUIRUPDQFH RI ILQDQFLQJ GHWHULRUDWHYV

JRU FUHGLW LPSDLUHG ILQDQFLQJ WKH %DQN REWDLQV DSSUDLVDO\

DFWLRQV $W 'HFHPEHU WKH QHW FDUU\LQJ DPRXQW RI FUHGL
DVVHWYV WR FRUSRUDWH FXVWRPHUV ZDV $(' PLOOLRQ $('
UHVSHFWLYH FROODWHUDO ZDV $(' PLOOLRQ $(' PLOOLR

,VODPLF LOQYHVWPHQWY VHFXULWLHYV

,VODPLF LOYHVWPHQWY VHFXULWLHYV

,VODPLF LOQOYHVWPHQWY VHFXULWLHY FRPSULVH RI LQYHVWPHQW LQ

7KH WDEOH EHORZ SUHVHQWY DQDO\VLV RI LQYHVWPHQWYV E\ HIWHU

$(C'1 $CT

$$ WR
$ W
%% % W
%% W
% W
&&
8QUI
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG

&UHGLW ULVN DQG FRQFHQWUDWLRQV RI ULVN FRQWLQXHG
$VVHWV REWDLQHG E\ WDNLQJ SRVVHVVLRQ RI FROODWHUDO

7KH %DQN REWDLQHG WKH IROORZLQJ ILQDQFLDO DQG QRQ ILQDQFL
RI FROODWHUDO KHOG DV VHFXULW\ DJDLQVW ,VODPLF ILQDQFLQJ L
%DQN KDV GRQH UHYDOXDWLRQ RI WKHVH SURSHUWLHY DQG WKHU
'"HFHPEHU 7KH %DQNYV SROLF\ LV WR UHDOLVH FROODWHUDO R(
FDVK FROODWHUDO IRU LWV RSHUDWLRQV

$(C'1 $C'T
3URS

7TRWDO DVVHWY REWDLQHG E\ WDNLQJ SRVVHVVLRQ RI FROODWHUDC

ODUNHW ULVN

ODUNHW ULVN DULVHV IURP FKDQJHV LQ PDUNHW UDWHYV VXFK DV P
ODUNHW ULVN PDQDJHPHQW LV GHVLIJQHG WR OLPLW WKH DPRXQW R
DULVH GXH WR XQIRUHVHHQ FKDQJHV LQ SURILW UDWHV FXUUHQF
DSSURSULDWH PRGHOV EDVHG RQ VWDQGDUG PDUNHW SUDFWLFH
UHJXODU PDUNHW LQIRUPDWLRQ LQ RUGHU WR UHJXODWH PDUNHW

7KH WUDGLQJ PDUNHW ULVN IUDPHZRUN FRPSULVHY WKH IROORZLQJ

+ J/LPLWV WR HQVXUH WKDW ULVN WDNHUV GR QRW H[FHHG DJJUH
VHQLRU PDQDJHPHQW

+f ,QGHSHQGHQW PDUN WR PDUNHW YDOXDWLRQV UHFRQFLOLDWLI
WUDGLQJ SRVLWLRQV DUH SHUIRUPHG RQ D WLPHO\ EDVLV

7KH SROLFLHVY SURFHGXUHV DQG WKH WUDGLQJ OLPLWYVY DUH VHW W
PDUNHW ULVN SROLFLHVY 7KHVH SROLFLHVY DUH UHYLHZHG SHULRGLI
RYHUDOO PDUNHW ULVN SROLFLHV

SURILW UDWH ULVN

B3URILW UDWH ULVN DULVHV IURP WKH SRVVLELOLW\ WKDW FKDQJHYV
IDLU YDOXHV RI ILQDQFLDO LQVWUXPHQWY 7KH %DQN LV H[SRVHG
JDSV LQ WKH DPRXQWYV RI DVVHWY OLDELOLWLHY DQG RII EDODQFH
SHULRG

7KH %DQN LV H[SRVHG WR WKH HIIHFWV RI IOXFWXDWLRQV LQ WKH
WKH ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV DPRXQWLQJ WR $

LQYHVWPHQW VHFXULWLHY DPRXQWLQJ WR $(° PLOOLRQ $(
ZLWK &HQWUDO EDQN $( PLOOLRQ $( PLOOLRQ 'X|
LQVWLWXWLRQV $(' PLOOLRQ $( PLOOLRQ FXVWRPHU C
PLOOLRQ $( PLOOLRQ DQG $( PLOOLRQ $( PL

DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
ODUNHW ULVN FRQWLQXHG
3URILW UDFWE&WILYXHG
BHQVLWLYLW\ DQDO\VLV
7KH DPRXQW PHQWLRQHG LQ WKH WDEOH EHORZ UHIOHFW DQ HTXD

EDVHG RQ DVVXPHG EDVLV SRLQW QHJDWLYH RU SRVLWLYH PRYHP
FRQVWDQW

(IIHFW RQ (IIHFW RQ
7RWDOSURILW ORVYV 7R’  SURIL\
$C'1 $(C'T $(C'T $C'1

URILW EH

BURDVOLDE

&XUUHQF\ ULVN

7TKH %DQN LV QRW VLJQLILFDQWO\ H[SRVHG WR PRYHPHQWV LQ
DVVHW DQG OLDELOLWLHY DUH PDLQO\ GHQRPLQDWHG LQ $(' *&& F:
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
ODUNHW ULVN FRQWLQXHG
3ULFH ULVN

BULFH ULVN LV WKH SRVVLELOLW\ WKDW LQYHVWPHQW SULFLQJ ZLO
DQG RWKHU LOQVWUXPHQWY WKDW GHULYH WKHLU YDOXH IURP D SDL

7KH %DQN PDQDJHV WKH SULFH ULVN E\ PDLOQWDLQLQJ D GLYHUVLI
LQGXVWU\ GLVWULEXWLRQ

7KH DPRXQW PHQWLRQHG LQ WKH WDEOH EHORZ UHIOHFW DQ HTXD
WD[ DQG LQYHVWPHQWYV EDVHG RQ DVVXPHG VWUHQJWKHQLQJ R
FRQVWDQW

,PSDFW RQ HTXLW\
%HQFKPDUN
$(C' 1 $('T

,VODPLF LQYHVWPHQW" “

/ILTXLGLWN ULVN PDQDJHPHQW

/[LTXLGLW\N ULVN LV WKH ULVN WKDW WKH %DQN ZLOO EH XQDEOH WF
XQGHU QRUPDO DQG VWUHVYV FLUFXPVWDQFHYVY 7R OLPLW WKLV ULV|
VRXUFHV LQ DGGLWLRQ WR LWV FRUH GHSRVLW EDVH PDQDJHV DV
FDVK IORZV DQG OLTXLGLW\ RQ D GDLO\ EDVLV 7KLV LQFRUSRUDW|
DYDLODELOLW\ RI KLJK TXDOLW\ OLTXLG DVVHW ZKLFK FRXOG EH XV
UHTXLUHG

7KH SULPDU\ WRRO IRU PRQLWRULQJ OLTXLGLW\ LV WKH PDWXULW\
VXFFHVVLYH WLPH EDQGY DQG DFURVV IXQFWLRQDO FXUUHQFLHV
QHIJDWLYH FDVK IORZ RYHU VXFFHVVLYH WLPH EDQGYV

ODWXULW\ SURILOH

7KH PDWXULW\ SURILOH RI WKH DVVHWY DQG OLDELOLWLHYV DW "H
WKH HQG RI WKH UHSRUWLQJ SHULRG WR WKH FROQWUDFWXDO PDWXU



$MPDQ %DQN 3-6&

1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV

IRU WKH \HDU HQGHG

'"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
JLTXLGLW\ ULVN PDQDJHPHQW FRQWLQXHG

ODWXULW\ BREWIOHX HG

$VVHWV

&DVK DQG EDODQFF

'XH IURP EDQNV DQG RWK
,VODPLF ILQDQFLQJ DQ¢
,VODPLF LQYHVWF)972¢
,QYHVWPHQW

,QYHVWPHQW SURSHUWLHYV
3URSHUW)\ DQG HTXLSPHQW
2WKHU ,VO

7TRWDO DVVHWYV

JLDELOLWLHY DQG HTXLW\
,VODPLF FXVWF

'XH WR EDQNV DQG RWK
2WKHU C

(TXI

'LWKLQ 2YHU WR 2YHU WR 2YHU WR
PRQWKV PRQWKV PRQWKYV \HDUV
$CT $CT $CT $CT

7TRWDO OLDELOLWLHY DQG HTXLW\

2YHU
\HDUV
$CT

8QGDWHG
$('T

7RWDO
$CT
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1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG

/ILTXLGLW\ ULVN PDQDJHPHQW FRQWLQXHG
ODWXULW\ SURILOH

7KH PDWXULW\ SURILOH RI WKH DVVHWY DQG OLDELOLWLHYV DW '"HFHPEHU EDVHG RQ WKH
GDWH LV DV IROORZV

'LWKLQ 2YHU WR 2YHU WR 2YHU WR 2YHU
PRQWKY PRQWKV PRQWKYV \HDUYV \HDUV 8QGDWHG 7RWDO
$('T $('T $('T $C'T $(C'T $('T $('T
$VVHWYV
&DVK DQG EDODQFF
'XH IURP EDQNV DQG RWK
,VODPLF ILQDQFLQJ DQ¢
,VODPLF LQYHVWPHQW
,QYHVWDVVR
,QYHVWPHQW SURSHUWLHYV
3URSHUW)\ DQG HTXLSPHQW
2WKHU ,VO

7TRWDO DVVHWYV

/JLDELOLWLHV DQG HTXLW\
,VODPLF FXVWF

'XH WR EDQNV DQLQVWI
2WKHU C

(TXI

7TRWDO OLDELOLWLHY DQG HTXLW\
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG

ILTXLGLW\ ULVN FRQWLQXHG

'XULQJ WKH \HDU WKH NH\ PHDVXUH XVHG E\ WKH %DQN IRU PDQDJL
&EHQWUDO %DQN )RU WKLV SXUSRVH RQO\ KLJK TXDOLW\ OLTXLG D)\
FDVK HTXLYDOHQWY OXUDEDKD ZLWK &HQWUDO %DQN DQG GHEW V
OLTXLG PDUNHW 'HQRPLQDWRU FRPSULVH RI WRWDO OLDELOLWLHYV
SUHVFULEHG UDWLR ZDV PRUH VWULQJHQW DQG FRPSUHKHQVLYH LC
OLTXLGLW\ UDWLR DW WKH UHSRUWLQJ GDWHV ZHUH DV IROORZV

$W  "HF¢H

2SHUDWLRQDO ULVNYV

2SHUDWLRQDO ULVN LV WKH ULVN RI GLUHFW RU LQGLUHFW ORVYV DI
WKH %DQNYV SURFHVVHV SHUVRQQHO WHFKQRORJ\ DQG LQIUDVW
FUHGLW PDUNHW DQG OLTXLGLW\ ULVNV VXFK DV WKRVH DULVLQJ
JHQHUDOO\ DFFHSWHG VWDQGDUGV RI FRUSRUDWH EHKDYLRXU 2S
RSHUDWLRQV DQG DUH IDFHG E\ DOO EXVLQHVYV HQWLWLHYV

7KH %DQNTVY REMHFWLYH LV WR PDQDJH RSHUDWLRQDO ULVN VR DV
GDPDJH WR WKH %DQNYfV UHSXWDWLRQ ZLWK RYHUDOO FRVW HIIHI
UHVWULFW LQLWLDWLYH DQG FUHDWLYLW\

7KH %DQN KDV HVWDEOLVKHG D IUDPHZRUN RI SROLFLHY DQG SURFH
UHSRUW ULVNV 7KH 5LVN DQG &RPSOLDQFH &RPPLWWHH LGHQWLILE
OLNHOLKRRG RI DQ\ RSHUDWLRQDO ORVVHVY :KHUH DSSURSULDWH

&RPSOLDQFH ZLWK SROLFLHVY DQG SURFHGXUHV LV VXSSRUWHG E\
$XGLW 'LYLVLRQ 7KH UHVXOWY RI WKHVH UHYLHZV DUH GLVFXVVHC(
ZKLFK WKH\ UHODWH ZLWK VXPPDULHV VXEPLWWHG WR WKH $XGLW ¢

&DSLWDO PDQDJHPHQW

,Q JHEUXDU\ WKH &HQWUDO %DQN RI WKH 8%$( DGRSWHG %DVHC
FDSLWDO UHTXLUHPHQWY UXOHYV YLGH QRWLILFDWLRQV DQG
%DVHO ,,, LQOWURGXFHY FDSLWDO FRQVHUYDWLRQ EXIIHU &&% DQ

EDQNLQJ RUJDQL]DWLRQV WR KROG FDSLWDO LQ H[FHVV RI UHJXODV
$IWHU DGRSWLRQ RI %DVHO ,,, WKH UHJXODWRU\ FDSLWDO LV FRPS

L 7LHU FDSLWDO ZKLFK LV FRPSRVHG RI

D &RPPRQ HTXLW\ WLHU &(7 FRPSULVH RI VKDUH FDSL
HDUQLQJY DQG DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRF

E $GGLWLRQDO WLHU $7 FRPSULVH RI DQ\ LOQVWUXPHQW

LL7LHU FDSLWDO ZKLFK LQFOXGHV JHQHUDO SURYLVLRQV DIW|
FODVVLILHG WKDW LV FODVVLILHG XQGHU VWDJH DQG
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LOQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&DSLWDO PDQDJHPHQW FRQWLQXHG

,Q DGGLWLRQ WR WKH DERYH DOO EDQNVY DUH UHTXLUHG WR PDL
HQFRXUDJH WKH EDQNV WR KROG FDSLWDO RYHU DQG DERYH WKH P

$V SHU FXUUHQW UHTXLUHPHQW RI WKH &HQWUDO %DQN RI 8%( EDQ
OHYHOV DV EHORZ

&DSLWDO

OLQLPXP FRPPRQ HTXLW\
OLQLPXP 7LHU ,

OLQLPXP FDSLWDC(
&DSLWDO FRQVHUY

+RZHYHU HIIHFWLYH IURP ODUFK XQWLO -XQH EDQNV D
FRQVHUYDWLRQ EXIIHU XS WR D PD[LPXP RI DV SDUW RI WKH PH
EDQNVY GHDO ZLWK WKH &29,' FULVLV )XUWKHU &%8%( KDV LVVX

SURYLVLRQV DQG &DSLWDO 5HTXLUHPHQWY + 7TUDQVLWLRQDO $UUD¢
JLOWHU DOORZV EDQNV WR DGG EDFN LQFUHDVHYV LQ ,)56 (&/ SUR
WR WKH UHJXODWRU\ FDSLWDO DQG WUDQVLWLRQ RYHU \HDUV

7KH %DQN V DVVHWYVY DUH ULVN ZHLJKWHG DV WR WKHLU UHODWLYH
DQG PDUNHW ULVN LQFOXGHY ERWK RQ DQG RII EDODQFH VKHHW UL
RQ D GHEW WKDW PD\ DULVH IURP D FXVWRPHU IDLOLQJ WR PDNH U
SULQFLSDO DQG SURILW GLVUXSWLRQ WR FDVK IORZV DQG LQFUHD
ULVN RI ORVVHV LQ RQ DQG RIl EDODQFH VKHHW SRVLWLRQV DULVLC
SURILW UDWH ULVN IRUHLJQ H[FKDQJH ULVN HTXLW\ H[SRVXUH ULV/|
ULVN LV GHILQHG DV WKH ULVN RI ORVV UHVXOWLQJ IURP LODGHTXD
RU IURP HIWHUQDO HYHQWYV

JRU &HQWUDO %DQN UHSRUWLQJ SXUSRVHV WKH %DQN LV FXUUHQ
DSSURDFK IRU FUHGLW PDUNHW DQG RSHUDWLRQDO ULVN DV SHU

7KH %DQN V SROLF\ LV WR PDLQWDLQ D VWURQJ FDSLWDO EDVH VR
IXWXUH GHYHORSPHQW RI WKH EXVLQHVV 7KH LPSDFW RI WKH OH)
UHFRJQLVHG DQG WKH %DQN UHFRJQLVHVY WKH QHHG WR PDLQWDLQ
EH SRVVLEOH ZLWK JUHDWHU JHDULQJ DQG WKH DGYDQWDJHV DQG
+LVWRULFDOO\ WKH %DQN KDV IROORZHG D FRQVHUYDWLYH GLYLG
UHVRXUFHV WR PHHW IXWXUH JURZWK

7TKH %DQN DQG LWV LQGLYLGXDOO\ UHJXODWHG RSHUDWLRQV KDYH
UHTXLUHPHQWY WKURXJKRXW WKH \HDU
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

J)LQDQFLDO ULVN PDQDJHPHQW FRQWLQXHG
&DSLWDO PDQDJHPHQW FRQWLQXHG

7KH %DQN LV UHTXLUHG WR UHSRUW FDSLWDO UHVRXUFHV DQG UL
IUDPHZRUN DV VKRZQ LQ WKH IROORZLQJ WDEOH

$CT $CT
7LHU FDSLWDO
6KDUH
5HVH

7LHU FDSLWDO
*HQHUDO SURYLVLRQ

7TRWDO UHJXODWRU\ FDSLWDO

SLVN ZHLJKWHG DVVHWYV
&UHGI

ODUNH

2SHUDW

7TRWDO ULVN Z

&DSLWDO DGHTXDF\ UDV

&DSLWDO DGHTXDF\ U

&DSLWDO DOORFDWLRQ

7KH DOORFDWLRQ RI FDSLWDO EHWZHHQ VSHFLILF RSHUDWLRQV DC
RSWLPLVDWLRQ RI WKH UHWXUQ DFKLHYHG RQ WKH FDSLWDO DOOHI
RSHUDWLRQ RU DFWLYLW\ LV EDVHG RQ WKH LQKHUHQW ULVN LW FI
RSHUDWLRQV DQG DFWLYLWLHYVY LV XQGHUWDNHQ LQGHSHQGHQWO\
DQG 5LVN *URXSV DQG LV VXEMHFW WR UHYLHZ E\ WKH %DQNTV $V
DSSURSULDWH

$OWKRXJK PD[LPLVDWLRQ RI WKH UHWXUQ RQ ULVN DGMXVWHG FDS
KRZ FDSLWDO LV DOORFDWHG ZLWKLQ WKH %DQN WR SDUWLFXODU F
IRU GHFLVLRQ PDNLQJ $FFRXQW DOVR LV WDNHQ RI VI\QHUJLHV 2
DYDLODELOLW\ RI PDQDJHPHQW DQG RWKHU UHVRXUFHVY DQG WKH
VWUDWHILF REMHFWLYHY 7KH %DQNYY SROLFLHVY LQ UHVSHFW RI F
UHJXODUO\ E\ WKH %RDUG RI 'LUHFWRUV
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

&ODVVLILFDWLRQ RI ILQDQFLDO DVVHWY DQG OLDELOLWLHYV

D 7KH WDEOH EHORZ VHWYV RXW WKH %DQNfV FODVVLILFDWLRQ RI F
WKHLU FDUU\LQJ DPRXQWYV DV DW '"HFHPEHU

$W IDLPRUWLVHG
YDOXH FRVW 7RWDO

$(C' 1 $C'1 $C'T

JLQDQFLDO DVVHWYV
&DVK DQG EDODQFHV Z
'XH IURP EDQNV DQG RWK
,VODPLF ILQDQFLQJ DQ
,VODPLF LQYHVWPHQW’
2WKHU ,VO

7TRWDO

JLODQFLDO OLDELOLWLHV
,VODPLF FXVWI
'‘XH EDQNV DQG RWKHU |
2WIH,VOLOLDEI

7TRWDO

JLQDQFLDO DVVHWYV
&DVK DQG EDODQFHV Z
'XH IURP EDQNV DQG RWK
,VODPLF ILQDQFLQJ DQ
,VODPLF LQYHVWPHQW:’
2WKHU ,VO

7TRWDO

JLODQFLDO OLDELOLWLHYV
,VODPLF FXVWI

'‘XH WR EDQNV DQG RWK
2WIH,VOLOLDEI

7TRWDO
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

)DLU YDOXH PHDVXUHPHQW

)DLU YDOXH LV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHOO DQ
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUH
ERRN YDOXHV DQG WKH IDLU YDOXH HVWLPDWHY 8QGHUO\LQJ WKH
WKH %DQN LV D JRLQJ FRQFHUQ ZLWKRXW DQ\ LQWHQWLRQ RU UHT
RSHUDWLRQ RU WR XQGHUWDNH D WUDQVDFWLRQ RQ DGYHUVH WHU

O9DOXDWLRQ WHFKQLTXHY DQG DVVXPSWLRQV DSSOLHG IRU WKH SXL
7KH IDLU YDOXHV RI ILQDQFLDO DVVHWY DQG ILQDQFLDO OLDELOLW

X 7KH IDLU YDOXHV RI ,VODPLF ILQDQFLDO DVVHWY DQG ,VODPLF Il
FRQGLWLRQV DQG WUDGHG RQ DFWLYH OLTXLG PDUNHWY DUH GHYV
LQFOXGHY OLVWHG UHGHHPDEOH QRWHV ELOOV RI H[FKDQJH GF

X 7KH IDLU YDOXHV RI RWKHU ,VODPLF ILQDQFLDO DVVHWY DQG ,V(
GHULYDWLYH LQVWUXPHQWY DUH GHWHUPLQHG LQ DFFRUGDQFH
RQ GLVFRXQWHG FDVK IORZ DQDO\VLV XVLQJ SULFHV IURP REVHUY
TXRWHV IRU VLPLODU LQVWUXPHQWYV

x 7KH IDLU YDOXHV RI ,VODPLF GHULYDWLYH LQVWUXPHQWY DUH F
SULFHY DUH QRW DYDLODEOH D GLVFRXQWHG FDVK IORZ DQDO\VL
IRU WKH GXUDWLRQ RI WKH LQVWUXPHQWY IRU QRQ RSWLRQDO
RSWLRQDO GHULYDWLYHV )RUHLJQ FXUUHQF\ :DDG FRQWUDFWYV T
UDWHYV DQG \LHOG FXUYHV GHULYHG IURP TXRWHG SURILW UDWH
UDWH VZDSVY DUH PHDVXUHG DW WKH SUHVHQW YDOXH RI IXWXUH
WKH DSSOLFDEOH \LHOG FXUYHV GHULYHG IURP TXRWHG SURILW |

)DLU YDOXH RI WKH %DQNYfV ILQDQFLDO DVVHWY DQG ILQDQFLDO O
UHFXUULQJ EDVLV

7KH IROORZLQJ WDEOH SURYLGHY DQ DQDO\VLV RI ILQDQFLDO LQVW
UHFRJQLWLRQ DW IDLU YDOXH JURXSHG LQWR /HYHOV WR EDVE
REVHUYDEOH

x /IHYHO IDLU YDOXH PHDVXUHPHQWY DUH WKRVH GHULYHG IURP T
IRULGHQWLFDO DVVHWY RU OLDELOLWLHYV

x /IHYHO IDLU YDOXH PHDVXUHPHQWY DUH WKRVH GHULYHG IURP
ZLWKLQ /HYHO WKDW DUH REVHUYDEOH IRU WKH DVVHW RU OLDE
LH GHULYHG IURP SULFHYV

x IHYHO IDLU YDOXH PHDVXUHPHQWY DUH WKRVH GHULYHG IURP Y
WKH DVVHW RU OLDELOLW\ WKDW DUH QRW EDVHG RQ REVHUYDEO
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

)DLU YDOXH PHDVXUHPHQW FRQWLQXHG

7KH IROORZLQJ WDEOH DQDO\WVHYV ILQDQFLDO LQVWUXPHQWY PHDYVX
OHYHO LQ WKH IDLU YDOXH KLHUDUFK\ LOQOWR ZKLFK WKH IDLU YDOX
EDVHG RQ WKH YDOXHV UHFRJQLVHG LQ WKH VWDWHPHQW RI ILQDQ|

JHYH /HYH  /HYH 7RWDO
$C'T $('T $C'T $C'T

$W 'HFHPEHU

JLQDQFLDO DVVHWYV

. VODPLF LQYHVWPHQW"

3RVLWLYH IDLU YDOXH RI ,

ILQDQFLDO

J)LQDQFLDO OLDELOLWLHYV
1HIJDWLYH IDLU YDOXH RI
ILQDQFLDO |

$W 'HFHPEHU
JLQDQFLDO DVVHWYV

. VODPLF LQYHVWPHQW:"
3RVLWLYH IDLU YDOXH RI ,
ILQDQFLDO

IRWLRQDO DPRXQW RI ,VODPLF GHULYDWLYH ILQDQFLDO LQVWUXP

7KHUH ZHUH QR WUDQVIHUV EHWZHHQ /HYHO DQG GXULQJ WKH \H
%HORZ LV UHFRQFLOLDWLRQ RI /HYHO IDLU YDOXH PHDVXUHPHQW

$(C'1 $CT

7KH HITHFW RI XQREVHUYDEOH LQSXW RQ IDLU YDOXH PHDVXUHPHQV

$OWKRXIK WKH %DQN EHOLHYHV WKDW LWV HVWLPDWHV RI IDLU
PHWKRGRORJLHVY RU DVVXPSWLRQV FRXOG OHDG WR GLIIHUHQW P
PHDVXUHPHQWY LQ /HYHO FKDQJLQJ RQH RU PRUH RI WKH DVVXPS\
DOWHUQDWLYH DVVXPSWLRQV ZRXOG KDYH WKH IROORZLQJ HIITHFW)\
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

)DLU YDOXH PHDVXUHPHQW FRQWLQXHG

7KH HITHFW RI XQREVHUYDEOH LQSXW RQ IDLU YDOXH PHDVXUHPHQV

(IIHFW RQ 2&,
)DYRUDEOH 8QIDYRUDEOH
$('T $('T
'"HFHPEHU

'"HFHPEHU

X ,Q UHVSHFW RI WKRVH ILQDQFLDO DVVHWYV DQG ILQDQFLDO OLDEL
VKRUW WHUP QDWXUH XS WR \HDU PDQDJHPHQW EHOLHYHV Wk
YDOXH

Xx ,Q UHVSHFW RI ,VODPLF LQYHVWPHQWY VHFXULWLHY PDQDJHPHQ
WR DVVHVV IDLU YDOXH RU XVHG D SUHVHQW YDOXH FDOFXODWLR

X ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWY DUH IDLU YDOXHG EL
XQGHUO\LQJ FDVK ILQDQFLQJ FUHGLW JUDGLQJ DQG H[SHFWHG ¢
HVWLPDWH WKH SUHVHQW YDOXH RI WKH H[SHFWHG FDVK IORZV |
WHFKQLTXH LV VXEMHFW WR LQKHUHQW OLPLWDWLRQV VXFK DV
DQG GLIIHUHQW DVVXPSWLRQV DQG LQSXWV ZRXOG \LHOG GLIIHUL

x )DLU YDOXHV Rl GHSRVLWY IURP EDQNV DQG FXVWRPHUV DUH H
DSSO\LQJ WKH DSSOLFDEOH UDWHV WKDW DUH RIIHUHG IRU GHSF
YDOXH RI GHSRVLWY SD\DEOH RQ GHPDQG LV FRQVLGHUHG WR EH

&DVK DQG EDODQFHV ZLWK WKH &8HQWUDO %DQN
D 7KH DQDO\VLV RI WKH %DQNfV FDVK DQG EDODQFHV ZLWK WKH &
LV DV IROORZV

$(C'1 $CT

7R\

7KH FDVK DQG EDODQFHV ZLWK WKH &HQWUDO %DQN DV DW '"HFH
8 $ (

E 7KH UHVHUYH UHTXLUHPHQWY DUH NHSW ZLWK WKH &HQWUDO %
GD\ WR GD\ RSHUDWLRQV DQG FDQQRW EH ZLWKGUDZQ ZLWKRX
OHYHO RI UHVHUYH UHTXLUHG FKDQJHV SHULRGLFDOO\ LQ DFFRU
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV

D 7KH DQDO\VLV RI WKH %DQNYV GXH IURP EDQNYV DQG ILQDQFLDO
LV DV IROORZYV

$(C'1 $C1

LF GHSRVLWYV ZLWK ED
++++++ ++++++

/HVV ,PSDLUPHQW ORVV DOORZDQFH 1RWH
++++++ ++++++

E 7KH JHRJUDSKLFDO DQDO\VLV RI WKH GXH IURP EDQNY DQG ILQD(
DQG LV DV IROORZYV

$(C'1 $C'T

'LWKLO W
2XWVLGH \

7R\
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV QHW

D 7KH DQDO\VLV Rl WKH %DQNYTV ,VODPLF ILQDQFLQJ DQG LQYHVWL
LV DV IROORZV

$(C'1 $C'1

,VODPLF ILDV\
9HKLFOHYV
&RPPRGLWLH'

t+r+++ 4 t+r++++
7RWDO PX
,MD
VWL
,VODPLF FI

il e e e e e e e e e
'"HIHUUHG LQFRPH

il e e e e e e e e e
7RWDO ,VODPLF |

il e e e e e e e e e
,VODPLF LQYH
0XGD
:DND

t+r+++ 4 t+r++++
7RWDO ,VODPLF |

++++++ ++++++

7TRWDO ,VODPLF ILODQFL(

/[HVV ,PSDLUPHQW ORVY DOORZDQFH 1RWH
++++++ ++++++

7RWDO ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV QHW

E 7KH %DQN LQ WKH RUGLQDU\ FRXUVH RI SURYLGLQJ ILQDQFH KR
ULVN DVVRFLDWHG ZLWK ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ D
ODQG DQG EXLOGLQJV DQG OLHQ RQ VDYLQJV DQG LQYHVWPHQW
FROODWHUDOV IRU ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV
EDVHG ILQDQFLQJ LV DV IROORZV

$(C'1 $C'1

BURSHUW\ DC(
'"HSRVLWY DQG HTXLWLHYV
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV QHW FRQWLQXHG

F $QDO\VLV RI ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV QHW
'"HFHPEHU DQG DUH DV IROORZV

LWKLQ WRBRMWVLGH WKH

8 $ ( 8 $ ( 7RWDO
$C'T $(C' T $('T
(FRQRPLF VHFWRU
*RYHUC(
ODQXIDFWXULQ.
7UI
5HDO

&RQVXPHU KF
&RQVXPHU

BURYLVLRQ IRU LPSD
7TRWDO

(FRQRPLF VHFWRU
*RYHU(
ODQXIDFWXULQ.
7UI

5HDO

&RQVXPHU KF
&RQVXPHU

SURYLVLRQ IRU LPSD
7TRWDO

,VODPLF LQYHVWPHQWY VHFXULWLHYV DW )972&,

$(C'1 $(C'1

,VODPLF LQYHVWPHQWY VHFXULWLHY PHDVXUHG DW )972&,
IVXNXN LQ
, VODPLF LQYHVWPHQWY VHFXULWLHY PHDVXUHG DW )972&,
iHTXLW\ LG
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IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

,VODPLF LQYHVWPHQWY VHFXULWLHYV DW )972&, FRQWLQXHG
D 7KH JHRJUDSKLFDO DQDO\VLV RI WKH ,VODPLF LQYHVWPHQWYV VH

DQG LV DV IROORZV
2WKHU
LWKLQ * & & S5HVW RI WKH
WKH 8 $ ( FRXQWULHRUOG 7RWDO
$CT $(C'1 $(C'1 $('T
6XNXN LQVWUXPHQWYV DW )972&,
4XR
8QTX!

(TXLW\ LQVWUXPHQWY DW )972&,
4XR
8QXR'

7TRWDO

6XNXN LQVWUXP}
4XR
8QTX!

(TXLW\ LQVWL2&
4XR
8QTXRWHG HTXL

7R’

E $QDO\VLV RI ,VODPLF LQYHVWPHQWY VHFXULWLHYV DW IDLU YDO X

DQG LV DV IROORZV
$(C'1 $('T
*RYHU(
ODQXIDFWXULQJ DQG VHUYLFHYV
5HDO

JLQDQFLDO LQVWLWXWLRQV

7R\
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

,VODPLF LQYHVWPHQWY VHFXULWLHYV DW )972&, FRQWLQXHG

F ,QFOXGHG LQ ,VODPLF LQYHVWPHQWY VHFXULWLHV DW )972

'"HFHPEHU $( PLOOLRQ SOHGJHG XQGHU FROODWHUD
LQVWLWXWLRQV

,QYHVWPHQW LQ DVVRFLDWH
,QIRUPDWLRQ DERXW WKH DVVRFLDWH DQG WKH QDWXUH RI WKH LQ

&RXQWU\ RI,QWHUHVYMDVXUHPHQW

1DPH 1DWXUH RI % X\QFRHMR UDWHIRQG PHWKRG
ODNDVHE 5HDO (VWM (VWDWILWHG $UDE (TXLW\
L QYHVWPHQW LQYHV)\ (PLU
ODNDVHE 5HDO (VAWDWH(VWDWILWHG $UDE (TXLW\
,QYHVWPHQW LQYHV)\ (PLU

ORYHPHQW LQ LOQYHVWPHQW LQ DVVRFLDWH LV DV IROORZV

$(C'1 $(C'1

$W EHJLQQLQ
$GGLWLRQV G
6KDUH RI UHVXO\
'LVWULEXWLRQV UHF

%DODQFH DW Wt
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

L, QYHVWPHQW SURSHUWLHYV

D ORYHPHQW LQ LQYHVWPHQW SURSHUWLHY GXULQJ WKH \HDUV H
IROORZV

$(C'1 $(C'1

$W EHJLQQLQJ RI WKH \HDU
$GGLWLRQV G

'HUHFR.GXH WR GLVSRVDO RI L
&KD LQ IDLU YDOXH GXUL

%DODQFH DW WKH HQG RI WKH \HDU

E'HWDLOV RI WKH %DQN V LQYHVWPHQW SURSHUWLHYV DQG LQIRU

'"HFHPEHU DQG 'HFHPEHU DUH DV IROORZV
IHYH /HYH /HYH )DLU YDOXH
$C1 $C1 $C1 $CT
'"HFHPEHU
'"HFHPEH

$00 RI WKH %DQNTV LOQYHVWPHQW SURSHUWLHY DUH KHOG XQGHU IU

F 7KH YDOXDWLRQV ZHUH FDUULHG RXW E\ SURIHVVLRQDO YDOXHU
DQG UHOHYDQW SURIHVVLRQDO TXDOLILFDWLRQV DQG KDYH UHF
WKH LQYHVWPHQW SURSHUWLHY EHLQJ YDOXHG



$MPDQ %DQN 3-6&
I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

BURSHUW\ DQG HTXLSPHQW
&RPSXWHU

/HDVHKRO&EﬁStWXUH HTXLSPHRMWKW RI XxVHEPSLWDQL 6 b
QJV DQG DQG pvvHwy _ZRUN LQ = oG6Laav
LPSURYHPHQMIKLSPHQUHKLFOHY, o V2% SURJUHVYV 7RWD O
$('T $(C'T $(C'T $(C'T $('T $C' T $(C'T $(C'1
&RV W
$W -DQX
$GGL
7UDQ
$W  'HFHPE
$GGL
7UDQ
'LVSR

$W  'HFHPEHU

$FFXPXODWHG GHSUHFLDWLRQ
$W -DQX

&KDUJH

$W  'HFHPE

&KDUJH

'LVSR

$W  'HFHPEHU

1HW ERRN YDOXH

$W  'HFHPEHU

$V 'HFHF

&DSLWDO ZRUN LQ SURJUHVV FRPSULVHV FRVW LQFXUUHG RQ ,7 SURMHFWYV



$MPDQ %DQN 3-6&

I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

2WKHU ,VODPLF DVVHWYV

$(C'1 $('1

$FFUXHG LQFRPH RQ ,VLQYHVW|

$FFHSWDOQFF

$VVHWYV DFTXLUHG LQ VHWWOHPHQW RI ,VODPLF ILQDQFLQJ DQG
LQYHVWL

$FFUXHG LQFRPH RQ ,VODP

3UHSDLG

6WDIl DGYDQFH"

YJRUHLJQ FXUUHQF\

2WH

/HVV ,PSDLUPHQYV

'XULQJ WKH \HDU WKH %DQN FKDUJHG DQ LPSDLUPHQW RI $(' 1
DFTXLUHG LQ VHWWOHPHQW RI ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ

, VODPLF FXVWRPHUVY GHSRVLWYV

D 7KH DQDO\VLV RI WKH ,VODPLF FXVWRPHUVY GHSRVLWY DV DW

$(C' 1 $C'T

&XUUHQW
OXGDUED ¢
6DYLQJV
7THUP GF

:DNDOD C
(VEURZ D
ODUJLQ D

$00 ,VODPLF FXVWRPHUVY GHSRVLWYV DV DW '"HFHPEHU DQG
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

'XH WR EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQYV
D 7KH DQDO\VLV RI WKH GXH WR EDQNV DQG RWKHU ILQDQFLDO LQ

LV DV IROORZLQJ
$CT $C1

&XUIDFFFE
,QYHVWPH(

7R\

E 7KH JHRJUDSKLFDO DQDO\WLV RI WKH %DQNfV GXH WR EDQNV

'"HFHPEHU DQG LV DV IROORZV

$C'Y $('T
'LWKLQ W
2XWVLGH \

7R\

2WKHU OLDELOLWLHYV

$C'1 $C'1
$FFUXHG SURILW RQ ,VODPLF FXVWRPHUVY GHSRVLWYV
DQG SODFHPH
3URYLVLRQV IRU VWD
ODQDJHUV!
$FFHSWDQF#}
JHDVH C
=DNSD\L
,PSDLUPHQW O
2W

6KDUH FDSLWDO

,VVXHG DQG IXOO\ SDLG
'"HFHPEHU
VKDUHV RI §
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6WDWXWRU\ UHVHUYH

7KH 8 $ ( &RPPHUFLDO &RPSDQLHV /DZ DQG WKH $UWLFOHV RI $VVR
WKH SURILW DWWULEXWDEOH WR WKH VKDUHKROGHUV LV WUDQVIH
UHVHUYH HTXDOV Rl WKH SDLG XS VKDUH FDSLWDO 7KLV UHVHU)
FLUFXPVWDQFHYVY VWLSXODWHG E\ ODZ

*HQHUDO LPSDLUPHQW UHVHUYH

,Q DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY RI WKH &HQWUDO %DQN |
SURYLVLRQY FDOFXODWHG LQ DFFRUGDQFH ZLWK &%8%( UHTXLUHPH
6WDJH DQG 6WDJH Dv SHU ,)56 LV WUDQVIHUUHG WR p*HQHUDO
UHWDLQHG HDUQLQJV 7KLV UHVHUYH LV QRW DYDLODEOH IRU SD\P}

'LYLGHQGV SDLG

'XULQJ WKH \HDU $(' PLOOLRQ '"HFHPEHU $( PLOOLRQ
UHPXQHUDWLRQ E\ WKH VKDUHKROGHUV D SUKHODQQB QG $BQE UDIOUI
LQFRPH VWDWHPHQW

,QFRPH IURP ,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV

$(C'1 $CT

,QFRPH IURP ,MDUDK
,QFRPH IURP OXUDEDKD
,QFRPH IURP

,QFRPH IURP :DNDOD
,QFRPH IURP ,VW

,QFRPH IURP ,VODPLF LQYHVWPHQWY VHFXULWLHY DW IDLU YDO.

$C' $C'Y

,QFRPH IURP ,VODPLF LQYHVWPHQWY VHFXULWLHV DW )972&,
5HDOL]HG JDLQ RQ GLVSRVDO RI ,VODPLF LQYHVWPHQWYV VHFXULWL
DW )97

5HDOL]HG JDLQ RQ GLVSRVDO RI ,VODPLF LQYHVWPHQWYV VHFXULWL
$W )9

7TRWDO
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

JHHY FRPPLVVLRQ DQG RWKHU LQFRPH

$(C'1 $(C'1

3URFHVVLQJ DQC
$UUDQJH

JRUHLJQ H[FKI

7UDGH UHODWHG F

L, QYHVWPHOQ\

'HSRVLW DQG F
,QFRPH IURP LQYH\

)DLU ‘JDLOF RQ LQYHVWPE}
2WH

7TRWDO

6WDIlI FRVWYV

$(C'1 $C'1

6DODUIDOOR:
2ZWKHU VWDI

*HQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV

$C'1 $(C'1

3UHPLVHVY DQG HTXLSPH
%URNHUDJH DQ
&RPPXQLFDWL

,QVXUDQFt

/HIDO DQG SUR

BHFXULW\ VHUYLFHV LCVHU"
6RIWZDU

ILFHQV

3ULQWLQJ D

ODUNHWLQJ GHVLJQLQJ DQG S
5HQWDO

&RQVXOWDQ

JLQDQFIFKD

2W
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

,PSDLUPHQW DOORZDQFH
7KH PRYHPHQW LQ LPSDLUPHQW DOORZDQFH E\ ILQDQFLDO DVVHW F

'ULWH RII
QHW RI
2SHQLOQHW FKDUHIFRYHULHV  1HW FKDUJH
EDOD@PHULQJ DMXGH RWIRVLQIHFHPEHU
\HDUWUDQVIEDYDQFH

$C'T $(C' T $C'T $('Y $('T
'XH IURP EDQNV DQG ILQDQFLDO
LQVWI
,VODPLF ILQDQFLQJ DQG LQYHVWLQJ
DV' 1RW|
,VODPLF LQYHVWPHQWY VHFXULWLHV DW
)972&

2WKHU ,VODPLF
JLQDQFLDO FRPPLWPHQWY DQG ILQDQFLDO
JXDUTL

7TRWDO

,PSDLUPHQW DOORZDQFH LV UHFRJQLVHG XQGHU 35HYDOXDWLI
)972&,"

7KH FUHGLW LPSDLUPHQW SURYLVLRQV FDOFXODWHG LQ DFFRUGDQ
(& DOORZDQFH FDOFXODWHG XQGHU ,)56 DV H[SODLQHG LQ QRWH

%DVLF DQG GLOXWHG HDUQLQJVY SHU VKDUH

(DUQLQJV SHU VKDUH DUH FRPSXWHG E\ GLYLGLQJ WKH SURILW IRU
VKDUHV RXWVWDQGLQJ GXULQJ WKH \HDU DV IROORZV

%DVLF HDUQLQJV SHU VKDUH
BURILW IRU WKH \HL
'LUHFWRUV UHPXQI

BURILW IRU WKH \HDU DIW

‘HLJKWHG DYHUDJH QXPEHU RI VKDUHV RXWVWDQGLQJ
DW 'HFHPEHU

%DVLF DQG GLOXWHG HDUQLQJV SHU VKDUH $('

$V DW '"HFHPEHU DQG WKHUH ZHUH QR SRWHQWLDO GLOXW
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

&DVK DQG FDVK HTXLYDOHQWYV

$(C'1 $CT

&DVK DQG EDODQFHV ZLWK

'XH IURP EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
RULJLQDO PDWXULW\

/IHVV 6WDWXWRU\ GHSRVLW

/HVV ,QWHUQDWLRQDO OXUDEDKDW ZLWK WKH &HQWUDO %DQN
RULJLQDO PDWXULW\ F

5HODWHG SDUWLHY WUDQVDFWLRQV

D &HUWDLQ SUHODWHG SDUWLHV" VXFK DV GLUHFWRUV NH\ PDQD
%DQN DQG FRPSDQLHV RI ZKLFK WKH\ DUH SULQFLSDO RZQHUV I
FRXUVH RI EXVLQHVYV 7UDQVDFWLRQV ZLWK VXFK UHODWHG SDU
LOFOXGLQJ SURILW UDWHY DQG FROODWHUDO DV WKRVH SUHYDI
ZLWK HIWHUQDO FXVWRPHUV DQG SDUWLHVY 6XFK UHODWHG SDU\

E 7KH %DQN LV FRQWUROOHG E\ $MPDQ *RYHUQPHQW ZKR RZQ
7UDQVDFWLRQV
7UDQVDFWLRQV ZLWK UHODWHG SDUWLHV DUH VKRZQ EHORZ

'LUHFWRU 'LUHFWRU
DQG RWKHU DQG RWKHU
ODM UHODWHG ODN UHODWHG
VKDUHKROGSBUWLHVRWBKRDUH SDL 7R
$C'T $(C'T $C'T $(C'T $('T $('T
'"HSRVLWRUVY VKDUH RI
su

,QFRPH IURP ,VODPLF
ILQDQFLQJ DQG
LQYHVWI
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

5HODWHG SDUWLHVY WUDQVDFWLRQV FRQWLQXHG

%DODQFHYV
%DODQFHV ZLWK UHODWHG SDUWLHV DW WKH UHSRUWLQJ GDWH DU

'LUHF 'LUH
DQG F DQG |
0DM UHO 0D N UHO
VKDUHKR O GHWW L HV R WWDKD U H SDL 7R’

$(C'1 $(C' 1 $(C'1 $(C'1 $(C' 1 $(C'1
,VODPLF ILQDQFLQJ
DQG LQYH\

&XVWRPHU'

&RPSHQVDWLRQ RI PDQDJHPHQW SHUVRQQHO

.H\ PDQDJHPHQW FRPSHQVDWLRQ LV DV VKRZQ EHORZ

$(C'1 $(C'1

6KRUW WHUP HPS
7HUP EHQ

7R’

&RQWLQJHQFLHY DQG FRPPLWPHQWYV
&DSLWDO FRPPLWPHQWYV

$W '"HFHPEHU WKH %DQN KDG RXWVWDQGLQJ FDSLWDO F
'"HFHPEHU $( PLOOLRQ ZKLFK ZLOO EH IXQGHG ZLWKLQ WK

&UHGLW UHODWHG FRPPLWPHQWY DQG FRQWLQJHQFLHYV

&UHGLW UHODWHG FRPPLWPHQWY LQFOXGH FRPPLWPHQWYV WR HI[V
UHTXLUHPHQWY RI WKH %DQNfV FXVWRPHUV

7KH %DQN KDG WKH IROORZLQJ FUHGLW UHODWHG FRPPLWPHQWYV D(

$(C'1 $(C'1

&RPPLWPHQWYV W
/ITHWWHU\
ITHWWHUV F
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6HIJPHQW DQDO\VLV

JROORZLQJ WKH PDQDJHPHQW DSSURDFK RI ,)56 RSHUDWLQJ VHJP
LQWHUQDO UHSRUWLQJ SURYLGHG WR WKH ([HFXWLYH &RPPLWWHH
UHVSRQVLEOH IRU DOORFDWLQJ UHVRXUFHV WR WKH UHSRUWDEOH |

7TKH %DQN KDV WKUHH PDLQ EXVLQHVY VHIPHQWYV

X &RQVXPHU EDQNLQJ + FRPSULVLQJ SHUVRQDO EDQNLQJ DQG SUL
RIITHUHG OLNH SULYDWH FXVWRPHU FXUUHQW DFFRXQWV VDYLQ
SHUVRQDO ILQDQFH DQG KRXVH PRUWJDJH

Xx &RUSRUDWH EDQNLQJ LQFRUSRUDWLQJ WUDQVDFWLRQV ZLWK
SXEOLF ERGLHV DQG FRPSULVLQJ RI ,VODPLF ILQDQFLQJ DQG LQ
WUDQVDFWLRQV

X ,QYHVWPHQW %DQNLQJ *+ FRPSULVLQJ LQYHVWPHQW VROXWLRQV
DQG UHVLGHQWLDO SURSHUWLHV DQG

X 7UHDVXU\ LQFRUSRUDWLQJ DFWLYLWLHV RI WKH GHDOLQJ URR
WUDQVDFWLRQV ZLWK RWKHU EDQNV DQG ILQDQFLDO LQVWLWXW

$V WKH %DQNYV VHIPHQW RSHUDWLRQV DUH DOO ILQDQFLDO ZLWK
,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWYV DQG WKH ([HFXWLYH
DVVHVV WKH SHUIRUPDQFH Rl WKH VHJPHQW WKH WRWDO LQFRPF
SUHVHQWHG RQ D QHW EDVLYV

7KH %DQNYV PDQDJHPHQW UHSRUWLQJ LV EDVHG RQ D PHDVXUH RI
,VODPLF ILQDQFLQJ DQG LQYHVWLQJ DVVHWV LPSDLUPHQW FKDUJH
IHH DQG FRPPLVVLRQ LQFRPH RWKHU LQFRPH DQG H[SHQVHV

6HIJPHQW DVVHWY DQG OLDELOLWLHY FRPSULVH RSHUDWLQJ DVVHW
VKHHW LWHPV
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6HIJPHQW DQDO\VLYV
6HIPHQW UHVXOWY RI RSHUDWLRQV

7KH VHIPHQW LQIRUPDWLRQ SURYLGHG WR WKH %RDUG IRU WKH UHSRUWDEOH VHIPHQWYVY LV DV

&RQVXPERUSRUDW ZQYHVWPH
EDQNLQHDQ,\“_QDjU'I'—'lDVXUEDQNLQJ 2WkHu 7RWDO
$C1 $C1 $C1 $C1 $C1 $CT

$W '"HFHPEHU

I1HW LQFRPH IURP ,VODPLF ILG
,QFRPH IURP ,VODPLF LQYHVW|
6KDUH RI UHVXOWYVY RI DVVRFLDWH

,PSDLUPHQ
JHHV FRPPLVVLRQ
6WDII

*HQHUDO DQG DGPL
'HSUHFLDWLRQ RI SUR

2SHUDWLQJ SURILW ORVYV
6HIPHQW DVVHWYV

6HIPHQW OLDELOLWLHYV
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

6HIJPHQW DQDO\VLV FRQWLQXHG

6HIPHQW UHVXOWY RI RSHUDWLRQV FRQWLQXHG

&RQVXPHRWIRUSRU OYHVWPH
EDQNLQEDQNLS?MHDVXU%DQNLQJ?MkHU 7RWDO
$('T $('T $('9 $(°Y $('Y $(9

$W '"HFH

I1HW LQFRPH IURP ,VODPLF ILC

,QFRPH IURP ,VODPLF LQYHVWPHQWY VHFXULWLHY DW IDLU YDOXH
6KDUH RI UHVXOWY RI DVVRFLDWH

,PSDLUPHQW FKDUJHYV

JHHV FRPPLVVLRQ DQG RWKHU LQFRPH

6WDIlI FRVWYV

*HOQHUIDGPLQLVWUD

'"HSUHFLDWLRQ RI SURSHUW\ DQG HTXLSPHQW

2SHUDWLQJ SURILW ORVYV
6HIPHQW DVVHWYV

6HIPHQW OLDELOLWLHYV

SHYHQXH IURP PDMRU SURGXFWYVY DQG VHUYLFHV
SHYHQXH IURP PDMRU SURGXFWYVY DQG VHUYLFHY DUH GLVFORVHG LQ 1RWH LQ WKH ILQDQFLDO V

,QIRUPDWLRQ DERXW PDMRU FXVWRPHUYV
1R VLQJOH FXVWRPHU FRQWULEXWHG RU PRUH WR WKH %DQNfV UHYHQXH IRU ERWK \HDUV HQG
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I1RWHV WR WKH ILQDQFLDO VWDWHPHQWYV
IRU WKH \HDU HQGHG '"HFHPEHU FRQWLQXHG

ODWXULW\ SURILOH RI ILQDQFLDO OLDELOLWLHYV

8S WR \HDU \ PIRWWD O
$C'1 $(C'1 $C' 1
,VODPLF FXVWF
'XH WR EDQNILQDQFLDO
2WKHU C
&RPPLWPHQWYV DQG F
8S WR \HDU \HRW\D O
$CT $C' 1 $(C' T

,VODPLF FXVWF
'‘XH EDQNV DQG RWKHU |
2WKHU C

&RPPLWPHQWY DQG F

=DNDW

,Q OLQH ZLWK WKH &%8%$( UHJXODWLRQV DQG 7KH $FFRXQWLQJ D

)LQDQFELDO ,QVWLWXWLRQV $%$2,), DQG 6KDUL D VWDQGDUGY ]DND\

EHHQ UHIOHFWHG LQ WKH 'HFHPEHU ILQDQFLDO VWDWHPHQWYV

+RZHYHU SXUVXDQW WR WKH &%8%$( QRWLFH &%8$( %6' 1 GDW

WKH FDQFHOODWLRQ RI WKH UHVROXWLRQ SHUWLQHQW WR WKH WUL

$UDE (PLUDWHV 8$( |DNDW SD\DEOH KDG EHHQ UHYHUVHG EDFN W]
'"HFHPEHU

6RFLDO FROQWULEXWLRQV

7KH VRFLDO FRQWULEXWLRQ LQFOXGLQJ GRQDWLRQV DQG FKDU
$( PLOOLRQ $(" PLOOLRQ

&RPSDUDWLYH ,QIRUPDWLRQ

&HUWDLQ FRPSDUDWLYH DPRXQWY LQ WKH QRWHV WR WKH ILQDQFL
WKH FXUUHQW SHULRGTV SUHVHQWDWLRQ

$SSURYDO RI ILQDQFLDO VWDWHPHQWYV
7KH ILODQFLDO VWDWHPHQWY ZHUH DSSURYHG E\ WKH %RDUG RI 'LI



