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Going All In!
theScore Bet launch was the
cornerstone of a transformative
year for theScore
This past September we of f icially launched
theScore Bet and became the f irst media
company in Nor th America to create and
operate a mobile spor tsbook in the United
States. It ’s hard for me to express just how
excited we are about this major achievement.
In less than nine months since we announced
our intention to develop our own mobile
spor tsbook and secured market access in New
Jersey through our agreement with Monmouth
Park Racetrack , we brought our plan to life.

Natively built for iOS and Android, theScore
Bet is a comprehensive mobile spor tsbook ,
designed to be uniquely integrated with our
f lagship spor ts app that today ser ves millions
of spor ts fans.

theScore Bet features an easy-to -use inter face
with a wide variet y of pre - game and in- game
betting markets, lightning-fast scores and
in- game data, and secure deposit and
withdrawal options. Able to stand up against
any other spor tsbook in the market, the power
of theScore Bet is truly unleashed in how it
connects and leverages our users’ experiences
in theScore spor ts app, uniquely positioning us
in the media and gaming ecosystem. From the
star t, this integration enabled us to ex tend the
deep personalization capabilities long-loved
by our spor ts app audience to theScore Bet.

“

We saw the launch of our
gaming operations as the
natural next phase in the
evolution of theScore
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We also introduced new game-changing betting
enhancements in theScore sports app through
Bet Mode. Bet Mode takes the mobile sportsbook’s
lightning-fast scores updates and live odds
to power an enriched media experience and
facilitate a seamless transition between the two
experiences.
Later in the fall, we released FUSE by theScore.
FUSE featured a new suite of integrations that
accelerate the media to betting experience. The
marquee integration is the ability to build a betslip
from within our sports app, including markets for
moneylines, spreads, and totals. A single tap takes
the user directly into theScore Bet, where login
can be completed with Face ID®, enabling users to
go from media app to placed bet within seconds.
Additional integrations were added on our highly-engaging public chat pages, where users now
have the opportunity to place a bet based on their
votes from betting polls.

The achievements of our incredible product
development and software engineering team cannot
be understated. They not only built a native mobile
betting app from the ground-up, but also delivered
on the very challenging proposition of tightly
integrating our media and betting platforms. Our
ecosystem is inherently unique and unlike anything
in the market today. And this is just the beginning.
We’ve only scratched the surface on how to make
betting easier and more intuitive for sports fans. I
can’t wait to show you what we’ve got in store.

While our team was working hard to ready this new
product offering, we also made great strides to
position us for success in our new life as a sportsbook
operator. We entered into a strategic market access
agreement with Penn National Gaming, the largest
regional gaming operator in North America, building
on our initial market access agreement in New Jersey.
This deal expands our sports betting footprint,
extending our access to approximately 30% of the
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U.S. population, subject to enactment of legislation
and pending receipt of all relevant licenses and
approvals. Some of these markets are already open
for business and we anticipate others to come
online over the coming year. We will continue to
pursue additional market access in states that
make strategic and economic sense, and work with
regulators to help shape smart gaming policy. In
that regard, we are very encouraged by the recent
regulatory developments in Ontario, where the
provincial government is pursuing a strategy to
modernize online gaming and sports betting.
We also secured a $40 million investment
from Fengate Asset Management to support
the development and expansion of our media
and gaming businesses. The team at Fengate has
a growing portfolio of gaming investments and
we are thrilled to partner with them and leverage
their expertise as we execute our vision.
At the same time, our flagship sports app continues
to be enjoyed by over four million sports fans and
remains the focal point of our product ecosystem.
Between September and November 2019 (Q1
F2020), the sports app recorded 523 million
average monthly user sessions, a new quarterly
record with year-over-year growth of 11% meaning our 4.3 million users opened the app an
average of 123 times a month each, which is a level
of engagement that very few of our competitors
can compete with.

Our authentic approach to content creation
continues to see unrivaled engagement on social
as well. Our content across Instagram, Facebook,
and Twitter reached 97 million sports fans in Q1
F2020, representing year-over-year growth of 44%.
We remain one of the top sports media brands
on social in North America, surpassing larger
entities in engagement and growth metrics. Social
continues to be an incredibly powerful branding
tool and content channel in its own right.

This approach has also led to further developments
of theScore esports, one of the most popular
esports-focused YouTube channels today. The
industry leading coverage of the competitive
gaming scene continues to drive tens of millions of
views every month and officially saw our YouTube
channel recently surpass one million subscribers.
Through compelling series like “The Story of”,
“Overexplained”, “Spotlight", amongst others,
our talented esports content team produces fresh
content daily that is accessible to all levels of
fandom. Our strategy has led to brands looking
to activate against our content, including Ubisoft
and Nvidia, who partnered with us on campaigns
that surpassed expectations. The potential that this
growing team of over 30 content creators and editors
has is endless as they continue to explore new ways
to inform and entertain esports fans around the
world.
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The past year was a fantastic testament to our
ability to adapt, transform, and evolve how we
serve the fan’s experience. Just as we evolved from
a Canadian television property to a North American
leader of mobile sports media, we continue to seek
out the future of sports fan engagement and move
aggressively while others wait. The rapid rise of
sports betting and esports have presented some of
the most significant shifts in how sports are enjoyed
and consumed in recent years. As we head into this
coming fiscal year, there is nobody better positioned to
capitalize on this immense opportunity.

T h a n k yo u ,

John

Score Media and Gaming Inc
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Opinion
:HKDYHDXGLWHGWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRI6FRUH0HGLDDQG*DPLQJ,QF
IRUPHUO\WKH6FRUH,QF  WKH(QWLW\ ZKLFKFRPSULVH

x

WKHFRQVROLGDWHGVWDWHPHQWVRIILQDQFLDOSRVLWLRQDVDW$XJXVWDQG

x

WKHFRQVROLGDWHGVWDWHPHQWVRIFRPSUHKHQVLYHORVVIRUWKH\HDUVWKHQHQGHG

x

WKHFRQVROLGDWHGVWDWHPHQWVRIFKDQJHVLQVKDUHKROGHUV HTXLW\IRUWKH\HDUVWKHQ
HQGHG

x

WKHFRQVROLGDWHGVWDWHPHQWVRIFDVKIORZVIRUWKH\HDUVWKHQHQGHG

x

DQG QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV LQFOXGLQJ D VXPPDU\ RI
VLJQLILFDQWDFFRXQWLQJSROLFLHV

+HUHLQDIWHUUHIHUUHGWRDVWKHILQDQFLDOVWDWHPHQWV 
,Q RXU RSLQLRQ WKH DFFRPSDQ\LQJ ILQDQFLDO VWDWHPHQWV SUHVHQW IDLUO\ LQ DOO PDWHULDO
UHVSHFWV WKH FRQVROLGDWHG ILQDQFLDO SRVLWLRQ RI WKH (QWLW\ DV DW $XJXVW   DQG
DQGLWVFRQVROLGDWHGILQDQFLDOSHUIRUPDQFHDQGLWVFRQVROLGDWHGFDVKIORZVIRUWKH
\HDUV WKHQ HQGHG LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV
,)56 

Basis for Opinion
:H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK &DQDGLDQ JHQHUDOO\ DFFHSWHG DXGLWLQJ
VWDQGDUGV  2XU UHVSRQVLELOLWLHV XQGHU WKRVH VWDQGDUGV DUH IXUWKHU GHVFULEHG LQ WKH
"Auditors' Responsibilities for the Audit of the Financial Statements" VHFWLRQ RI RXU
DXGLWRUV UHSRUW
:HDUHLQGHSHQGHQWRIWKH(QWLW\LQDFFRUGDQFHZLWKWKHHWKLFDOUHTXLUHPHQWVWKDWDUH
UHOHYDQW WR RXU DXGLW RI WKH ILQDQFLDO VWDWHPHQWV LQ &DQDGD DQG ZH KDYH IXOILOOHG RXU
RWKHUHWKLFDOUHVSRQVLELOLWLHVLQDFFRUGDQFHZLWKWKHVHUHTXLUHPHQWV
.30*//3LVD&DQDGLDQOLPLWHGOLDELOLW\SDUWQHUVKLSDQGDPHPEHUILUPVRIWKH.30*QHWZRUNRILQGHSHQGHQWPHPEHUILUPV
DIILOLDWHGZLWK.30*,QWHUQDWLRQDO&RRSHUDWLYH ³.30*,QWHUQDWLRQDO´ D6ZLVVHQWLW\.30*&DQDGDSURYLGHVVHUYLFHVWR
.30*//3
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:HEHOLHYHWKDWWKHDXGLWHYLGHQFHZHKDYHREWDLQHGLVVXIILFLHQWDQGDSSURSULDWHWR
SURYLGHDEDVLVIRURXURSLQLRQ

Other Information
0DQDJHPHQWLVUHVSRQVLEOHIRUWKHRWKHULQIRUPDWLRQ2WKHULQIRUPDWLRQFRPSULVHV

x WKH LQIRUPDWLRQ LQFOXGHG LQ 0DQDJHPHQW V 'LVFXVVLRQ DQG $QDO\VLV ILOHG ZLWK WKH
UHOHYDQW&DQDGLDQ6HFXULWLHV&RPPLVVLRQV

x WKHLQIRUPDWLRQRWKHUWKDQWKHILQDQFLDOVWDWHPHQWVDQGWKHDXGLWRUV UHSRUWWKHUHRQ
LQFOXGHGLQDGRFXPHQWOLNHO\WREHHQWLWOHG$QQXDO5HSRUW
2XURSLQLRQRQWKHILQDQFLDOVWDWHPHQWVGRHVQRWFRYHUWKHRWKHULQIRUPDWLRQDQGZHGR
QRWDQGZLOOQRWH[SUHVVDQ\IRUPRIDVVXUDQFHFRQFOXVLRQWKHUHRQ
,QFRQQHFWLRQZLWKRXUDXGLWRIWKHILQDQFLDOVWDWHPHQWVRXUUHVSRQVLELOLW\LVWRUHDGWKH
RWKHU LQIRUPDWLRQ LGHQWLILHG DERYH DQG LQ GRLQJ VR FRQVLGHU ZKHWKHU WKH RWKHU
LQIRUPDWLRQ LV PDWHULDOO\ LQFRQVLVWHQW ZLWK WKH ILQDQFLDO VWDWHPHQWV RU RXU NQRZOHGJH
REWDLQHGLQWKHDXGLWDQGUHPDLQDOHUWIRULQGLFDWLRQVWKDWWKHRWKHULQIRUPDWLRQDSSHDUV
WREHPDWHULDOO\PLVVWDWHG
:HREWDLQHGWKHLQIRUPDWLRQLQFOXGHGLQ0DQDJHPHQW V'LVFXVVLRQDQG$QDO\VLVILOHG
ZLWK WKH UHOHYDQW &DQDGLDQ 6HFXULWLHV &RPPLVVLRQV DV DW WKH GDWH RI WKLV DXGLWRUV 
UHSRUW,IEDVHGRQWKHZRUNZHKDYHSHUIRUPHGRQWKLVRWKHULQIRUPDWLRQZHFRQFOXGH
WKDWWKHUHLVDPDWHULDOPLVVWDWHPHQWRIWKLVRWKHULQIRUPDWLRQZHDUHUHTXLUHGWRUHSRUW
WKDWIDFWLQWKHDXGLWRUV UHSRUW
:HKDYHQRWKLQJWRUHSRUWLQWKLVUHJDUG
7KHLQIRUPDWLRQRWKHUWKDQWKHILQDQFLDOVWDWHPHQWVDQGWKHDXGLWRUV UHSRUWWKHUHRQ
LQFOXGHG LQ D GRFXPHQW OLNHO\ WR EH HQWLWOHG  $QQXDO 5HSRUW LV H[SHFWHG WR EH
PDGHDYDLODEOHWRXVDIWHUWKHGDWHRIWKLVDXGLWRUV UHSRUW,IEDVHGRQWKHZRUNZHZLOO
SHUIRUPRQWKLVRWKHULQIRUPDWLRQZHFRQFOXGHWKDWWKHUHLVDPDWHULDOPLVVWDWHPHQWRI
WKLV RWKHU LQIRUPDWLRQ ZH DUH UHTXLUHG WR UHSRUW WKDW IDFW WR WKRVH FKDUJHG ZLWK
JRYHUQDQFH

Responsibilities of Management and
Governance for the Financial Statements

Those

Charged

with

0DQDJHPHQW LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ DQG IDLU SUHVHQWDWLRQ RI WKH ILQDQFLDO
VWDWHPHQWVLQDFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV ,)56 DQG
IRU VXFK LQWHUQDO FRQWURO DV PDQDJHPHQW GHWHUPLQHV LV QHFHVVDU\ WR HQDEOH WKH
SUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVWKDWDUHIUHHIURPPDWHULDOPLVVWDWHPHQWZKHWKHU
GXHWRIUDXGRUHUURU
,Q SUHSDULQJ WKH ILQDQFLDO VWDWHPHQWV PDQDJHPHQW LV UHVSRQVLEOH IRU DVVHVVLQJ WKH
(QWLW\ VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQGLVFORVLQJDVDSSOLFDEOHPDWWHUVUHODWHG
WRJRLQJFRQFHUQDQGXVLQJWKHJRLQJFRQFHUQEDVLVRIDFFRXQWLQJXQOHVVPDQDJHPHQW
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HLWKHULQWHQGVWROLTXLGDWHWKH(QWLW\RUWRFHDVHRSHUDWLRQVRUKDVQRUHDOLVWLFDOWHUQDWLYH
EXWWRGRVR
7KRVH FKDUJHG ZLWK JRYHUQDQFH DUH UHVSRQVLEOH IRU RYHUVHHLQJ WKH (QWLW\ V ILQDQFLDO
UHSRUWLQJSURFHVV

Auditors' Responsibilities for the Audit of the Financial Statements
2XU REMHFWLYHV DUH WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH ILQDQFLDO
VWDWHPHQWV DV D ZKROH DUH IUHH IURP PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU
HUURUDQGWRLVVXHDQDXGLWRUV UHSRUWWKDWLQFOXGHVRXURSLQLRQ
5HDVRQDEOHDVVXUDQFHLVDKLJKOHYHORIDVVXUDQFHEXWLVQRWDJXDUDQWHHWKDWDQDXGLW
FRQGXFWHG LQ DFFRUGDQFH ZLWK &DQDGLDQ JHQHUDOO\ DFFHSWHG DXGLWLQJ VWDQGDUGV ZLOO
DOZD\VGHWHFWDPDWHULDOPLVVWDWHPHQWZKHQLWH[LVWV
0LVVWDWHPHQWVFDQDULVHIURPIUDXGRUHUURUDQGDUHFRQVLGHUHGPDWHULDOLILQGLYLGXDOO\
RU LQ WKH DJJUHJDWH WKH\ FRXOG UHDVRQDEO\ EH H[SHFWHG WR LQIOXHQFH WKH HFRQRPLF
GHFLVLRQVRIXVHUVWDNHQRQWKHEDVLVRIWKHILQDQFLDOVWDWHPHQWV
$VSDUWRIDQDXGLWLQDFFRUGDQFHZLWK&DQDGLDQJHQHUDOO\DFFHSWHGDXGLWLQJVWDQGDUGV
ZHH[HUFLVHSURIHVVLRQDOMXGJPHQWDQGPDLQWDLQSURIHVVLRQDOVNHSWLFLVPWKURXJKRXWWKH
DXGLW
:HDOVR

x ,GHQWLI\DQGDVVHVVWKHULVNVRIPDWHULDOPLVVWDWHPHQWRIWKHILQDQFLDOVWDWHPHQWV
ZKHWKHUGXHWRIUDXGRUHUURUGHVLJQDQGSHUIRUPDXGLWSURFHGXUHVUHVSRQVLYHWR
WKRVHULVNVDQGREWDLQDXGLWHYLGHQFHWKDWLVVXIILFLHQWDQGDSSURSULDWHWRSURYLGHD
EDVLVIRURXURSLQLRQ
7KHULVNRIQRWGHWHFWLQJDPDWHULDOPLVVWDWHPHQWUHVXOWLQJIURPIUDXGLVKLJKHUWKDQ
IRU RQH UHVXOWLQJ IURP HUURU DV IUDXG PD\ LQYROYH FROOXVLRQ IRUJHU\ LQWHQWLRQDO
RPLVVLRQVPLVUHSUHVHQWDWLRQVRUWKHRYHUULGHRILQWHUQDOFRQWURO

x 2EWDLQDQXQGHUVWDQGLQJRILQWHUQDOFRQWUROUHOHYDQWWRWKHDXGLWLQRUGHUWRGHVLJQ
DXGLWSURFHGXUHVWKDWDUHDSSURSULDWHLQWKHFLUFXPVWDQFHVEXWQRWIRUWKHSXUSRVH
RIH[SUHVVLQJDQRSLQLRQRQWKHHIIHFWLYHQHVVRIWKH(QWLW\ VLQWHUQDOFRQWURO

x (YDOXDWHWKHDSSURSULDWHQHVVRIDFFRXQWLQJSROLFLHVXVHGDQGWKHUHDVRQDEOHQHVV
RIDFFRXQWLQJHVWLPDWHVDQGUHODWHGGLVFORVXUHVPDGHE\PDQDJHPHQW

x &RQFOXGHRQWKHDSSURSULDWHQHVVRIPDQDJHPHQW VXVHRIWKHJRLQJFRQFHUQEDVLV
RI DFFRXQWLQJ DQG EDVHG RQ WKH DXGLW HYLGHQFH REWDLQHG ZKHWKHU D PDWHULDO
XQFHUWDLQW\H[LVWVUHODWHGWRHYHQWVRUFRQGLWLRQVWKDWPD\FDVWVLJQLILFDQWGRXEWRQ
WKH(QWLW\ VDELOLW\WRFRQWLQXHDVDJRLQJFRQFHUQ,IZHFRQFOXGHWKDWDPDWHULDO
XQFHUWDLQW\H[LVWVZHDUHUHTXLUHGWRGUDZDWWHQWLRQLQRXUDXGLWRUV UHSRUWWRWKH
UHODWHG GLVFORVXUHV LQ WKH ILQDQFLDO VWDWHPHQWV RU LI VXFK GLVFORVXUHV DUH
LQDGHTXDWHWRPRGLI\RXURSLQLRQ2XUFRQFOXVLRQVDUHEDVHGRQWKHDXGLWHYLGHQFH
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REWDLQHGXSWRWKHGDWHRIRXUDXGLWRUV UHSRUW+RZHYHUIXWXUHHYHQWVRUFRQGLWLRQV
PD\FDXVHWKH(QWLW\WRFHDVHWRFRQWLQXHDVDJRLQJFRQFHUQ

x (YDOXDWHWKHRYHUDOOSUHVHQWDWLRQVWUXFWXUHDQGFRQWHQWRIWKHILQDQFLDOVWDWHPHQWV
LQFOXGLQJ WKH GLVFORVXUHV DQG ZKHWKHU WKH ILQDQFLDO VWDWHPHQWV UHSUHVHQW WKH
XQGHUO\LQJWUDQVDFWLRQVDQGHYHQWVLQDPDQQHUWKDWDFKLHYHVIDLUSUHVHQWDWLRQ

x &RPPXQLFDWHZLWKWKRVHFKDUJHGZLWKJRYHUQDQFHUHJDUGLQJDPRQJRWKHUPDWWHUV
WKHSODQQHGVFRSHDQGWLPLQJRIWKHDXGLWDQGVLJQLILFDQWDXGLWILQGLQJVLQFOXGLQJ
DQ\VLJQLILFDQWGHILFLHQFLHVLQLQWHUQDOFRQWUROWKDWZHLGHQWLI\GXULQJRXUDXGLW

x 3URYLGH WKRVH FKDUJHGZLWK JRYHUQDQFH ZLWK DVWDWHPHQW WKDWZHKDYHFRPSOLHG
ZLWKUHOHYDQWHWKLFDOUHTXLUHPHQWVUHJDUGLQJLQGHSHQGHQFHDQGFRPPXQLFDWHZLWK
WKHPDOOUHODWLRQVKLSVDQGRWKHUPDWWHUVWKDWPD\UHDVRQDEO\EHWKRXJKWWREHDURQ
RXULQGHSHQGHQFHDQGZKHUHDSSOLFDEOHUHODWHGVDIHJXDUGV



&KDUWHUHG3URIHVVLRQDO$FFRXQWDQWV/LFHQVHG3XEOLF$FFRXQWDQWV

7KHHQJDJHPHQWSDUWQHURQWKHDXGLWUHVXOWLQJLQWKLVDXGLWRUV UHSRUWLV3DXO6LPRQHWWD

7RURQWR&DQDGD

2FWREHU
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,QWKRXVDQGVRI&DQDGLDQGROODUV 

$XJXVWDQG

 






$VVHWV

&XUUHQWDVVHWV
&DVKDQGFDVKHTXLYDOHQWV QRWH 
5HVWULFWHGFDVKUHODWHGWRFXVWRPHUGHSRVLWV QRWH 
$FFRXQWVUHFHLYDEOH
3UHSDLGH[SHQVHVDQGGHSRVLWV
 

1RQFXUUHQWDVVHWV
5HVWULFWHGFDVKUHODWHGWRFXVWRPHUGHSRVLWV QRWH 
3URSHUW\DQGHTXLSPHQW QRWH 
,QWDQJLEOHDQGRWKHUDVVHWV QRWH 
7D[FUHGLWVUHFRYHUDEOH QRWH 
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&XUUHQWOLDELOLWLHV
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1RQFXUUHQWOLDELOLWLHV
'HIHUUHGOHDVHREOLJDWLRQ
 

6KDUHKROGHUV HTXLW\

&RPPLWPHQWV QRWH 
6XEVHTXHQWHYHQW QRWH 

7RWDOOLDELOLWLHVDQGVKDUHKROGHUV HTXLW\




6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
2QEHKDOIRIWKH%RDUG
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&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH/RVV
,QWKRXVDQGVRI&DQDGLDQGROODUVH[FHSWSHUVKDUHDPRXQWV 

<HDUVHQGHG$XJXVWDQG

 

5HYHQXH QRWH 

2SHUDWLQJH[SHQVHV
3HUVRQQHO
&RQWHQW
7HFKQRORJ\
)DFLOLWLHVDGPLQLVWUDWLYHDQGRWKHU
0DUNHWLQJ
'HSUHFLDWLRQRISURSHUW\DQGHTXLSPHQW QRWH 
$PRUWL]DWLRQRILQWDQJLEOHDVVHWV QRWH 
6WRFNEDVHGFRPSHQVDWLRQ QRWH 
 

/RVVEHIRUHWKHXQGHUQRWHG

)LQDQFHLQFRPHQHW

1HWORVV

2WKHUFRPSUHKHQVLYHLQFRPH
)RUHLJQFXUUHQF\WUDQVODWLRQGLIIHUHQFHIURP
IRUHLJQRSHUDWLRQV
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1XPEHURI
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VKDUHV

6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV




 
 
 
 

%DODQFH$XJXVW

1HWORVV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH
QRWH 
6KDUHVLVVXHGRQH[HUFLVHRI
VWRFNRSWLRQV QRWH 
:DUUDQWH[SLUDWLRQ

%DODQFH$XJXVW

1HWORVV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH
QRWH 
6KDUHVLVVXHGRQH[HUFLVHRI
VWRFNRSWLRQV QRWH 
6KDUHVLVVXHGRQFRPSOHWLRQRISULYDWH
SODFHPHQW1RYHPEHU QRWH 
6KDUHVLVVXHGRQFRPSOHWLRQRISULYDWH
SODFHPHQW$XJXVW QRWH 
)RUHLJQFXUUHQF\WUDQVODWLRQGLIIHUHQFHV
IURPIRUHLJQRSHUDWLRQV

%DODQFH$XJXVW

IRUPHUO\WKH6FRUH,QF 

&RQVROLGDWHG6WDWHPHQWVRI&KDQJHVLQ6KDUHKROGHUV (TXLW\
,QWKRXVDQGVRI&DQDGLDQGROODUVH[FHSWSHUVKDUHDPRXQWV 

<HDUVHQGHG$XJXVWDQG
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6&25(0(',$$1'*$0,1*,1&
IRUPHUO\WKH6FRUH,QF 

&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV
,QWKRXVDQGVRI&DQDGLDQGROODUVH[FHSWSHUVKDUHDPRXQWV 

<HDUVHQGHG$XJXVWDQG

 

&DVKIORZVXVHGLQRSHUDWLQJDFWLYLWLHV
1HWORVV
$GMXVWPHQWVIRU
'HSUHFLDWLRQDQGDPRUWL]DWLRQ
6WRFNEDVHGFRPSHQVDWLRQ QRWH 
 
&KDQJHLQQRQFDVKRSHUDWLQJDVVHWVDQGOLDELOLWLHV
$FFRXQWVUHFHLYDEOH
5HVWULFWHGFDVKUHODWHGWRFXVWRPHUGHSRVLWV
3UHSDLGH[SHQVHVDQGGHSRVLWV
$FFRXQWVSD\DEOHDQGDFFUXHGOLDELOLWLHV
'HIHUUHGOHDVHREOLJDWLRQ
 

&DVKIORZVIURPILQDQFLQJDFWLYLWLHV
([HUFLVHRIVWRFNRSWLRQV
,VVXDQFHRIVKDUHVQHWRIWUDQVDFWLRQFRVWV QRWH 
 

&DVKIORZVXVHGLQLQYHVWLQJDFWLYLWLHV
$GGLWLRQVWRSURSHUW\DQGHTXLSPHQW QRWH 
$GGLWLRQVWRLQWDQJLEOHDQGRWKHUDVVHWV QRWH 
 

'HFUHDVHLQFDVKDQGFDVKHTXLYDOHQWV

(IIHFWRIH[FKDQJHUDWHIOXFWXDWLRQVRQFDVKKHOG

&DVKDQGFDVKHTXLYDOHQWVEHJLQQLQJRI\HDU

&DVKDQGFDVKHTXLYDOHQWVHQGRI\HDU

6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
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6&25(0(',$$1'*$0,1*,1&
IRUPHUO\WKH6FRUH,QF 

1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
,QWKRXVDQGVRI&DQDGLDQGROODUVXQOHVVRWKHUZLVHVWDWHG 

<HDUVHQGHG$XJXVWDQG




1DWXUHRIRSHUDWLRQV
D  %XVLQHVV
6FRUH 0HGLD DQG *DPLQJ ,QF IRUPHUO\ WKH6FRUH ,QF  WKH6FRUH RU WKH&RPSDQ\ 
HPSRZHUV PLOOLRQV RI VSRUWV IDQV WKURXJK WKH &RPSDQ\ V GLJLWDO PHGLD DQG VSRUWV EHWWLQJ
SURGXFWV7KH&RPSDQ\ VVSRUWVVFRUHVDQGQHZVDSS WKH6FRUH LVRQHRIWKHPRVWSRSXODU
LQ1RUWK$PHULFDGHOLYHULQJIDQVKLJKO\SHUVRQDOL]HGOLYHVFRUHVQHZVVWDWVDQGEHWWLQJ
LQIRUPDWLRQIURPWKHLUIDYRULWHWHDPVOHDJXHVDQGSOD\HUV7KH&RPSDQ\ VPRELOHVSRUWV
EHWWLQJ DSS WKH6FRUH %HW  GHOLYHUV DQ LPPHUVLYH DQG KROLVWLF PRELOH VSRUWV EHWWLQJ
H[SHULHQFH1DWLYHO\EXLOWIRUL26DQG$QGURLGGHYLFHVWKH6FRUH%HWLVGHHSO\LQWHJUDWHGZLWK
WKH&RPSDQ\ VPHGLDDSSDQGLVFXUUHQWO\DYDLODEOHWRSODFHZDJHUVLQ1HZ-HUVH\3XEOLFO\
WUDGHGRQWKH76;9HQWXUH([FKDQJH 6&572 WKH&RPSDQ\DOVRFUHDWHVDQGGLVWULEXWHV
LQQRYDWLYHGLJLWDOFRQWHQWWKURXJKLWVZHEVRFLDODQGHVSRUWVSODWIRUPV
E  %DVLVRISUHVHQWDWLRQDQGVWDWHPHQWRIFRPSOLDQFH
7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG LQ DFFRUGDQFH ZLWK
,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV ,)56  DV LVVXHG E\ WKH ,QWHUQDWLRQDO
$FFRXQWLQJ6WDQGDUGV%RDUG ,$6% 
7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DUH SUHVHQWHG LQ &DQDGLDQ GROODUV ZKLFK LV WKH
&RPSDQ\ VIXQFWLRQDOFXUUHQF\
7KHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV ZHUH DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV RI WKH
&RPSDQ\RQ2FWREHU
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IRUPHUO\WKH6FRUH,QF 

1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV FRQWLQXHG 
,QWKRXVDQGVRI&DQDGLDQGROODUVXQOHVVRWKHUZLVHVWDWHG 

<HDUVHQGHG$XJXVWDQG



6LJQLILFDQWDFFRXQWLQJSROLFLHV
D  %DVLVRIPHDVXUHPHQW
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQSULPDULO\SUHSDUHGXVLQJWKHKLVWRULFDOFRVW
EDVLV
E  3ULQFLSOHVRIFRQVROLGDWLRQ
L  6XEVLGLDULHV
6XEVLGLDULHVDUHHQWLWLHVFRQWUROOHGE\WKH&RPSDQ\7KH&RPSDQ\FRQWUROVDQHQWLW\
ZKHQLWLVH[SRVHGWRRUKDVULJKWVWRYDULDEOHUHWXUQVIURPLWVLQYROYHPHQWZLWKWKHHQWLW\
DQGKDVWKHDELOLW\WRDIIHFWWKRVHUHWXUQVWKURXJKLWVSRZHURYHUWKHHQWLW\
7KH ILQDQFLDO VWDWHPHQWV RI VXEVLGLDULHV DUH LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWVIURPWKHGDWHWKDWFRQWUROFRPPHQFHVXQWLOWKHGDWHWKDWFRQWUROFHDVHV7KH
&RPSDQ\ KDV ILYH ZKROO\RZQHG VXEVLGLDULHV WKURXJK ZKLFK WKH &RPSDQ\ RZQV LWV
DVVHWVDQGRSHUDWHVLWVEXVLQHVVEHLQJ6FRUH0HGLD9HQWXUHV,QF6FRUH0RELOH,QF
6'69,QF6'69 'HODZDUH ,QFDQG6FRUH'LJLWDO6SRUWV9HQWXUHV,QF
LL  ,QWHUFRPSDQ\WUDQVDFWLRQV
$OO LQWHUFRPSDQ\ EDODQFHV DQG WUDQVDFWLRQV ZLWK VXEVLGLDULHV DQG DQ\ XQUHDOL]HG
UHYHQXH DQG H[SHQVHV DULVLQJ IURP LQWHUFRPSDQ\ WUDQVDFWLRQV DUH HOLPLQDWHG LQ
SUHSDULQJWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
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6&25(0(',$$1'*$0,1*,1&
IRUPHUO\WKH6FRUH,QF 

1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV FRQWLQXHG 
,QWKRXVDQGVRI&DQDGLDQGROODUVXQOHVVRWKHUZLVHVWDWHG 

<HDUVHQGHG$XJXVWDQG



6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
F  1HZDFFRXQWLQJSROLFLHVDGRSWHGLQWKHFXUUHQW\HDU
7KH&RPSDQ\DGRSWHGQHZDPHQGPHQWVWRWKHIROORZLQJDFFRXQWLQJVWDQGDUGVFRPPHQFLQJ
6HSWHPEHU7KHVHFKDQJHVGLGQRWKDYHDPDWHULDOLPSDFWRQRXUILQDQFLDOUHVXOWV
L  ,)56)LQDQFLDO,QVWUXPHQWV ,)56 
,Q -XO\  WKH ,$6% LVVXHG WKH ILQDO SXEOLFDWLRQ RI WKH ,)56  VWDQGDUG ZKLFK
VXSHUVHGHV ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUG ,$6   )LQDQFLDO ,QVWUXPHQWV
UHFRJQLWLRQ DQG PHDVXUHPHQW ,$6   ,)56  LQFOXGHV UHYLVHG JXLGDQFH RQ WKH
FODVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFLDO LQVWUXPHQWV QHZ JXLGDQFH IRU PHDVXULQJ
LPSDLUPHQW RQ ILQDQFLDO DVVHWV DQG QHZ KHGJH DFFRXQWLQJ JXLGDQFH 7KH &RPSDQ\
DGRSWHG,)56RQ6HSWHPEHUZKLFKUHSODFHV,$6
&ODVVLILFDWLRQRIILQDQFLDODVVHWVDQGOLDELOLWLHV
,)56  FRQWDLQV WKUHH SULQFLSDO FODVVLILFDWLRQ FDWHJRULHV IRU ILQDQFLDO DVVHWV
PHDVXUHG DW DPRUWL]HG FRVW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH
)92&,  DQG IDLU YDOXH WKURXJK SURILW RU ORVV )973/  7KH FODVVLILFDWLRQ RI
ILQDQFLDODVVHWVXQGHU,)56LVJHQHUDOO\EDVHGRQWKHEXVLQHVVPRGHOLQZKLFKD
ILQDQFLDO DVVHW LV PDQDJHG DQG LWV FRQWUDFWXDO FDVK IORZ FKDUDFWHULVWLFV 7KH
VWDQGDUG UHSODFHV WKH SUHYLRXV FODVVLILFDWLRQ FDWHJRULHV RI KHOG WR PDWXULW\ ORDQV
DQGUHFHLYDEOHVDQGDYDLODEOHIRUVDOHXQGHU,$67KHWZRSULQFLSDOFODVVLILFDWLRQ
FDWHJRULHVIRUILQDQFLDOOLDELOLWLHVXQGHU,)56DUHDPRUWL]HGFRVWDQG)973/
)RUWKH&RPSDQ\ VFODVVLILFDWLRQDQGPHDVXUHPHQWRIILQDQFLDODVVHWVDQGOLDELOLWLHV
UHIHUWRQRWH
7KH DGRSWLRQ RI WKH ,)56  KDV QRW KDG D VLJQLILFDQW LPSDFW RQ WKH &RPSDQ\ V
DFFRXQWLQJSROLFLHVIRUILQDQFLDODVVHWVDQGILQDQFLDOOLDELOLWLHV
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
D  7UDQVLWLRQ
$VDUHVXOWRIWKHDGRSWLRQRI,)56WKHUHZDVQRLPSDFWRQGHILFLWDVDWWKHGDWH
RI DGRSWLRQ RI 6HSWHPEHU   ,Q PDNLQJ WKLV GHWHUPLQDWLRQ ZH QRWH WKDW
FKDQJHV LQ DFFRXQWLQJ SROLFLHV UHVXOWLQJ IURP WKH DGRSWLRQ RI ,)56  KDYH EHHQ
DSSOLHGUHWURVSHFWLYHO\
E  &ODVVLILFDWLRQDQGPHDVXUHPHQWRIILQDQFLDODVVHWVDQGOLDELOLWLHVRQWKHGDWHRILQLWLDO
DSSOLFDWLRQRI,)56
7KHIROORZLQJWDEOHVKRZVWKHRULJLQDOPHDVXUHPHQWFDWHJRULHVXQGHU,$6DQG
WKHQHZFODVVLILFDWLRQDQGPHDVXUHPHQWFDWHJRULHVXQGHU,)56IRUHDFKFODVVRI
WKH&RPSDQ\ VILQDQFLDODVVHWVDQGOLDELOLWLHVDVDW6HSWHPEHU

 
 
 

)LQDQFLDODVVHWV

&DVKDQGFDVKHTXLYDOHQWV
$FFRXQWVUHFHLYDEOH

)LQDQFLDOOLDELOLWLHV

$FFRXQWVSD\DEOHDQG
DFFUXHGOLDELOLWLHV


2ULJLQDO
FODVVLILFDWLRQ
XQGHU,$6





1HZ
FODVVLILFDWLRQ
XQGHU,)56

'HVLJQDWHGDV)973/
/RDQVDQGUHFHLYDEOHV

$PRUWL]HGFRVW
$PRUWL]HGFRVW

$PRUWL]HGFRVW

$PRUWL]HGFRVW
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
7KHDSSOLFDWLRQRI,)56UHVXOWHGLQWKHFODVVLILFDWLRQVDVVHWRXWLQWKHWDEOHDERYH
$FFRXQWVUHFHLYDEOHWKDWZHUHFODVVLILHGDVORDQVDQGUHFHLYDEOHVXQGHU,$6DUH
QRZFODVVLILHGDQGPHDVXUHGDWDPRUWL]HGFRVW7KHUHZDVQRFKDQJHLQWKHFDUU\LQJ
DPRXQWRIDFFRXQWVUHFHLYDEOHRQWKHGDWHRIDGRSWLRQRI,)56DVDUHVXOWRIWKH
FKDQJHLQFODVVLILFDWLRQ QRWH 
F ,PSDLUPHQWRIILQDQFLDODVVHWV
,)56  UHSODFHV WKH LQFXUUHG ORVV  PRGHO LQ ,$6  ZLWK DQ H[SHFWHG FUHGLW ORVV
(&/  PRGHO 7KH QHZ LPSDLUPHQW PRGHO DSSOLHV WR ILQDQFLDO DVVHWV FDUULHG DW
DPRUWL]HGFRVWDQGFRQWUDFWDVVHWV7KHDGRSWLRQRIWKHQHZ(&/LPSDLUPHQWPRGHO
KDV QRW KDG D VLJQLILFDQW LPSDFW RQ WKH &RPSDQ\ V PHDVXUHPHQW RI LPSDLUPHQW
ORVVHVRURQLWVILQDQFLDODVVHWVFDUULHGDWDPRUWL]HGFRVWDQGFRQWUDFWDVVHWV
LL  ,)565HYHQXHIURP&RQWUDFWVZLWK&XVWRPHUV ,)56 
,)56  VXSHUVHGHV SUHYLRXV DFFRXQWLQJ VWDQGDUGV IRU UHYHQXH LQFOXGLQJ ,$6 
5HYHQXHDQG,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ,QWHUSUHWDWLRQV&RPPLWWHH&XVWRPHU
/R\DOW\3URJUDPPH,)56LQWURGXFHGDVLQJOHPRGHOIRUUHFRJQL]LQJUHYHQXHIURP
FRQWUDFWVZLWKFXVWRPHUV
7KLV VWDQGDUG DSSOLHV WR DOO FRQWUDFWV ZLWK FXVWRPHUV ZLWK RQO\ VRPH H[FHSWLRQV
LQFOXGLQJFHUWDLQFRQWUDFWVDFFRXQWHGIRUXQGHURWKHU,)56
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
7KHVWDQGDUGUHTXLUHVUHYHQXHWREHUHFRJQL]HGLQDPDQQHUWKDWGHSLFWVWKHWUDQVIHURI
SURPLVHG JRRGV RU VHUYLFHV WR D FXVWRPHU DQG DW DQ DPRXQW WKDW UHIOHFWV WKH
FRQVLGHUDWLRQ H[SHFWHG WR EH UHFHLYHG LQ H[FKDQJH IRU WUDQVIHUULQJ WKRVH JRRGV RU
VHUYLFHV7KLVLVDFKLHYHGE\DSSO\LQJWKHIROORZLQJILYHVWHSV
z

LGHQWLI\WKHFRQWUDFWZLWKDFXVWRPHU

z

LGHQWLI\WKHSHUIRUPDQFHREOLJDWLRQVLQWKHFRQWUDFW

z

GHWHUPLQHWKHWUDQVDFWLRQSULFH

z

DOORFDWHWKHWUDQVDFWLRQSULFHWRWKHSHUIRUPDQFHREOLJDWLRQVLQWKHFRQWUDFWDQG

z

UHFRJQL]HUHYHQXHZKHQ RUDV WKHHQWLW\VDWLVILHVDSHUIRUPDQFHREOLJDWLRQ

,)56  DOVR SURYLGHV JXLGDQFH UHODWLQJ WR WKH WUHDWPHQW RI FRQWUDFW DFTXLVLWLRQ DQG
FRQWUDFWIXOILOOPHQWFRVWV7KH&RPSDQ\KDVDGRSWHG,)56LQLWVFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVIRUWKHDQQXDOSHULRGEHJLQQLQJRQ6HSWHPEHU7KHDSSOLFDWLRQRI
WKLV QHZ VWDQGDUG KDV QR VLJQLILFDQW LPSDFW RQ WKH &RPSDQ\ V UHSRUWHG UHVXOWV ZLWK
UHJDUGVWRWKHWLPLQJRIUHFRJQLWLRQDQGFODVVLILFDWLRQRIUHYHQXHDQGWKHWUHDWPHQWRI
FRVWVLQFXUUHGLQDFTXLULQJFXVWRPHUFRQWUDFWV)XUWKHUWKHDSSOLFDWLRQRI,)56GRHV
QRW DIIHFW WKH &RPSDQ\ V FDVK IORZV IURP RSHUDWLRQV RU WKH PHWKRGV DQG XQGHUO\LQJ
HFRQRPLFVWKURXJKZKLFKLWWUDQVDFWVZLWKLWVFXVWRPHUV
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
G  3URSHUW\DQGHTXLSPHQW
L  5HFRJQLWLRQDQGPHDVXUHPHQW
3URSHUW\ DQG HTXLSPHQW DUH PHDVXUHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ DQG
DFFXPXODWHGLPSDLUPHQWORVVHV&RVWLQFOXGHVH[SHQVHVWKDWDUHGLUHFWO\DWWULEXWDEOHWR
WKH DFTXLVLWLRQ RI WKH DVVHW  :KHQ SDUWV RI DQ LWHP RI SURSHUW\ DQG HTXLSPHQW KDYH
GLIIHUHQWXVHIXOOLYHVWKH\DUHDFFRXQWHGIRUDVVHSDUDWHFRPSRQHQWVRISURSHUW\DQG
HTXLSPHQW DQG GHSUHFLDWHG DFFRUGLQJO\  7KH FDUU\LQJ DPRXQW RI DQ\ UHSODFHG
FRPSRQHQWRUDFRPSRQHQWQRORQJHULQXVHLVGHUHFRJQL]HG
LL  6XEVHTXHQWFRVWV
6XEVHTXHQW FRVWV DUH LQFOXGHG LQ WKH DVVHW V FDUU\LQJ DPRXQW RU UHFRJQL]HG DV D
VHSDUDWHDVVHWRQO\ZKHQLWLVSUREDEOHWKDWIXWXUHHFRQRPLFEHQHILWVDVVRFLDWHGZLWKWKH
LWHPRISURSHUW\DQGHTXLSPHQWZLOOIORZWRWKH&RPSDQ\DQGWKHFRVWVRIWKHLWHPFDQ
EHUHOLDEO\PHDVXUHG$OORWKHUH[SHQVHVDUHFKDUJHGWRRSHUDWLQJH[SHQVHVDVLQFXUUHG
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
LLL  'HSUHFLDWLRQ
'HSUHFLDWLRQ LV EDVHG RQ WKH FRVW RI DQ DVVHW OHVV LWV HVWLPDWHG UHVLGXDO YDOXH
'HSUHFLDWLRQ LV FKDUJHG WR LQFRPH RU ORVV RYHU WKH HVWLPDWHG XVHIXO OLIH RI DQ DVVHW
'HSUHFLDWLRQLVSURYLGHGRQDGHFOLQLQJEDODQFHEDVLVXVLQJWKHIROORZLQJDQQXDOUDWHV


&RPSXWHUHTXLSPHQW
2IILFHHTXLSPHQW
/HDVHKROGLPSURYHPHQWV
 










6KRUWHURIDVVHW VXVHIXOOLIHDQG
WKHWHUPRIOHDVH

'HSUHFLDWLRQPHWKRGVUDWHVDQGUHVLGXDOYDOXHVDUHUHYLHZHGDQQXDOO\DQGUHYLVHGLI
WKHFXUUHQWPHWKRGHVWLPDWHGXVHIXOOLIHRUUHVLGXDOYDOXHLVGLIIHUHQWIURPWKDWHVWLPDWHG
SUHYLRXVO\  7KH HIIHFW RI VXFK FKDQJHV LV UHFRJQL]HG RQ D SURVSHFWLYH EDVLV LQ WKH
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV
H  )RUHLJQFXUUHQF\WUDQVODWLRQ
L  )RUHLJQFXUUHQF\WUDQVDFWLRQV
)RUHLJQFXUUHQF\WUDQVDFWLRQVDUHWUDQVODWHGWRWKH&RPSDQ\ VIXQFWLRQDOFXUUHQF\XVLQJ
H[FKDQJH UDWHV DW WKH GDWHV RI WKH WUDQVDFWLRQV )RUHLJQ H[FKDQJH JDLQV DQG ORVVHV
UHVXOWLQJIURPWKHVHWWOHPHQWRIVXFKWUDQVDFWLRQVDQGIURPWKHWUDQVODWLRQRIPRQHWDU\
DVVHWVDQGOLDELOLWLHVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVDW\HDUHQGH[FKDQJHUDWHVDUH
JHQHUDOO\UHFRJQLVHGLQSURILWRUORVV7KH\DUHGHIHUUHGLQHTXLW\LIWKH\DUHDWWULEXWDEOH
WRSDUWRIWKHQHWLQYHVWPHQWLQDIRUHLJQRSHUDWLRQ
LL  )RUHLJQEDODQFHV
7KH DVVHWV DQG OLDELOLWLHV RI IRUHLJQ RSHUDWLRQV DUH WUDQVODWHG WR &DQDGLDQ GROODUV DW
H[FKDQJHUDWHVDWWKHUHSRUWLQJGDWH7KHLQFRPHDQGH[SHQVHVRIIRUHLJQRSHUDWLRQV
DUHWUDQVODWHGWR&DQDGLDQGROODUVXVLQJDYHUDJHH[FKDQJHUDWHVIRUWKHPRQWKGXULQJ
ZKLFKWKHWUDQVDFWLRQVRFFXUUHG)RUHLJQFXUUHQF\GLIIHUHQFHVDUHUHFRJQL]HGLQRWKHU
FRPSUHKHQVLYHLQFRPHLQWKHFXPXODWLYHWUDQVODWLRQDFFRXQW
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
I  ,QWDQJLEOHDVVHWV
3URGXFW GHYHORSPHQW FRVWV DUH RQO\ FDSLWDOL]HG LI WKH JHQHUDO UHFRJQLWLRQ UHTXLUHPHQWV LQ
,$6  ,QWDQJLEOH $VVHWV ,$6   DUH PHW ZKLFK LQFOXGH ZKHWKHU WKH LWHP PHHWV WKH
GHILQLWLRQRIDQLQWDQJLEOHDVVHWDQGWKDWLWLVSUREDEOHWKDWH[SHFWHGIXWXUHHFRQRPLFEHQHILWV
ZLOOIORZWRWKH&RPSDQ\DQGWKDWWKHFRVWRIWKHDVVHWFDQEHPHDVXUHGUHOLDEO\7RPHHW
WKHGHILQLWLRQFULWHULDRQHRIWKHIDFWRUVWKH&RPSDQ\DVVHVVHVLVZKHWKHUWKHLWHPLVFDSDEOH
RIEHLQJVHSDUDWHGRUGLYLGHGIURPWKH&RPSDQ\([SHQGLWXUHVWKDWDUHFRQVLGHUHGWRUHODWH
WRGHYHORSPHQWRIWKHEXVLQHVVDVDZKROHDUHQRWFDSLWDOL]HGDVLQWDQJLEOHDVVHWVDQGDUH
H[SHQVHG ZKHQ LQFXUUHG  &RVWV VXFK DV HQKDQFHPHQWV DQG URXWLQH PDLQWHQDQFH DUH
H[SHQVHGZKHQLQFXUUHG
3URGXFWGHYHORSPHQWFRVWVDUHDOVRRQO\FDSLWDOL]HGLIWKH&RPSDQ\FDQGHPRQVWUDWHDOORI
WKHIROORZLQJ
x

WKHWHFKQRORJLFDOIHDVLELOLW\RIWKHSURMHFW

x

WKHLQWHQWLRQWRFRPSOHWHWKHSURMHFWDQGXVHRUVHOOLW

x

WKHDYDLODELOLW\RIDGHTXDWHUHVRXUFHVWRFRPSOHWHWKHSURMHFW

x

WKHDELOLW\WRVHOORUXVHWKHLQWDQJLEOHDVVHWFUHDWHG

x

WKH DELOLW\ WR UHOLDEO\ PHDVXUH WKH H[SHQGLWXUH DWWULEXWDEOH WR WKH DVVHW GXULQJ WKH
GHYHORSPHQWSKDVHDQG

x

KRZWKHLQWDQJLEOHDVVHWZLOOJHQHUDWHSUREDEOHIXWXUHHFRQRPLFEHQHILWV

,IWKHSURMHFWVEHLQJUHYLHZHGGRQRWPHHWWKHFULWHULDIRUFDSLWDOL]DWLRQWKHUHODWHGFRVWVDUH
H[SHQVHGZKHQLQFXUUHG6HHQRWH T IRUDGLVFXVVLRQRIHVWLPDWHVDQGMXGJPHQWV
3URGXFWGHYHORSPHQWFRVWVDUHDPRUWL]HGRQDGHFOLQLQJEDODQFHEDVLVFRPPHQFLQJ
ZKHQ WKH\ DUH DYDLODEOH IRU XVH DQG IRUP SDUW RI WKH UHYHQXHSURGXFLQJ DFWLYLWLHV RI WKH
&RPSDQ\5HVHDUFKPDLQWHQDQFHLPSURYHPHQWVSURPRWLRQDODQGDGYHUWLVLQJH[SHQVHV
DVVRFLDWHGZLWKWKH&RPSDQ\ VSURGXFWVDUHH[SHQVHGDVLQFXUUHG
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
,QWDQJLEOHDVVHWVZLWKILQLWHXVHIXOOLYHVDUHDPRUWL]HGRYHUWKHLUH[SHFWHGXVHIXOOLYHVDQG
DUH WHVWHG IRU LPSDLUPHQW DV GHVFULEHG LQ QRWH  J   8VHIXO OLYHV UHVLGXDO YDOXHV DQG
DPRUWL]DWLRQ PHWKRGV IRU LQWDQJLEOH DVVHWV ZLWK ILQLWH XVHIXO OLYHV DUH UHYLHZHG DW OHDVW
DQQXDOO\DQGUHYLVHGLIWKHFXUUHQWPHWKRGHVWLPDWHGXVHIXOOLIHRUUHVLGXDOYDOXHLVGLIIHUHQW
IURPWKDWHVWLPDWHGSUHYLRXVO\7KHHIIHFWVRIVXFKFKDQJHVDUHUHFRJQL]HGRQDSURVSHFWLYH
EDVLVLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
7UDGHPDUNVDUHDPRUWL]HGRQDVWUDLJKWOLQHEDVLVRYHUDQH[SHFWHGXVHIXOOLIHRI\HDUV
&RPSXWHUVRIWZDUHLVW\SLFDOO\DPRUWL]HGRYHUPRQWKV
3URGXFWGHYHORSPHQWFRVWVSULPDULO\FRQVLVWRILQWHUQDOODERXUFRVWVLQFXUUHGE\WKH&RPSDQ\
LQ GHYHORSLQJ LWV SURGXFWV DQG DOVR LQFOXGH IURP WLPH WR WLPH H[WHUQDO FRQWUDFWRU FRVWV
LQFXUUHG'HYHORSPHQWFRVWVZKLFKE\GHILQLWLRQUHSUHVHQWFRVWVIRUWKHSURGXFWLRQRIQHZ
RUVXEVWDQWLDOO\LPSURYHGSURGXFWVDUHFDSLWDOL]HGIURPWKHWLPHWKHSURMHFWILUVWPHHWVERWK
WKHJHQHUDOUHFRJQLWLRQUHTXLUHPHQWVIRUDQLQWDQJLEOHDVVHWLQ,$6DQGWKHPRUHVSHFLILF
FULWHULDLQ,$6IRUWKHUHFRJQLWLRQRIDQLQWHUQDOO\GHYHORSHGLQWDQJLEOHDVVHWDULVLQJIURP
GHYHORSPHQW  &DSLWDOL]DWLRQ FHDVHV ZKHQ WKH SURGXFW LV DYDLODEOH IRU XVH RU ZKHQ WKH
SURMHFWQRORQJHUPHHWVWKHUHFRJQLWLRQFULWHULD
0DUNHWDFFHVVOLFHQVHVZKLFKDUHLQFOXGHGLQRWKHUDVVHWVDUHDPRUWL]HGRQDVWUDLJKWOLQH
EDVLVRYHUWKHLUUHVSHFWLYHOLFHQVHSHULRGZKLFKUDQJHVIURPILYH\HDUVWR\HDUV
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
J  ,PSDLUPHQW
,PSDLUPHQWRIQRQILQDQFLDODVVHWV
7KH FDUU\LQJ YDOXHV RI QRQILQDQFLDO DVVHWV ZLWK ILQLWH XVHIXO OLYHV VXFK DV SURSHUW\ DQG
HTXLSPHQWDQGLQWDQJLEOHDVVHWVDUHDVVHVVHGIRULPSDLUPHQWDWWKHHQGRIHDFKUHSRUWLQJ
GDWHIRULQGLFDWLRQRILPSDLUPHQWRUZKHQHYHUHYHQWVRUFKDQJHVLQFLUFXPVWDQFHVLQGLFDWH
WKDW WKHLU FDUU\LQJ DPRXQWV PD\ QRW EH UHFRYHUDEOH  ,I DQ\ VXFK LQGLFDWLRQ H[LVWV WKH
UHFRYHUDEOH DPRXQW RI WKH DVVHW PXVW EH GHWHUPLQHG  6XFK DVVHWV DUH LPSDLUHG LI WKHLU
UHFRYHUDEOHDPRXQWLVORZHUWKDQWKHLUFDUU\LQJDPRXQW,ILWLVQRWSRVVLEOHWRHVWLPDWHWKH
UHFRYHUDEOHDPRXQWRIDQLQGLYLGXDODVVHWWKHUHFRYHUDEOHDPRXQWRIWKHFDVKJHQHUDWLQJ
XQLW &*8 WRZKLFKWKHDVVHWEHORQJVLVWHVWHGIRULPSDLUPHQW$&*8LVWKHVPDOOHVW
LGHQWLILDEOHJURXSRIDVVHWVWKDWJHQHUDWHVFDVKLQIORZVWKDWDUHODUJHO\LQGHSHQGHQWRIWKH
FDVKLQIORZVIURPRWKHUDVVHWVRUJURXSVRIDVVHWV7KHUHFRYHUDEOHDPRXQWLVWKHJUHDWHU
RIDQDVVHW VIDLUYDOXHOHVVFRVWVWRVHOORULWVYDOXHLQXVH,IWKHUHFRYHUDEOHDPRXQWRIDQ
DVVHWRU&*8LVHVWLPDWHGWREHOHVVWKDQLWVFDUU\LQJDPRXQWWKHFDUU\LQJDPRXQWRIWKH
DVVHW RU &*8 LV UHGXFHG WR LWV UHFRYHUDEOH DPRXQW  7KH UHVXOWLQJ LPSDLUPHQW ORVV LV
UHFRJQL]HGLQLQFRPHRUORVV
$QLPSDLUPHQWORVVLVUHYHUVHGLIWKHUHKDVEHHQDFKDQJHLQWKHHVWLPDWHVXVHGWRGHWHUPLQH
WKHUHFRYHUDEOHDPRXQW:KHQDQLPSDLUPHQWORVVLVVXEVHTXHQWO\UHYHUVHGWKHFDUU\LQJ
DPRXQWRIWKHDVVHWRU&*8LVLQFUHDVHGWRWKHUHYLVHGHVWLPDWHRILWVUHFRYHUDEOHDPRXQW
7KHLQFUHDVHGFDUU\LQJDPRXQWGRHVQRWH[FHHGWKHFDUU\LQJDPRXQWWKDWZRXOGKDYHEHHQ
UHFRUGHGKDGQRLPSDLUPHQWORVVHVEHHQUHFRJQL]HGIRUWKHDVVHWRU&*8LQSULRU\HDUV
K  6KRUWWHUPHPSOR\HHEHQHILWV
6KRUWWHUPHPSOR\HHEHQHILWREOLJDWLRQVDUHPHDVXUHGRQDQXQGLVFRXQWHGEDVLVDQGDUH
H[SHQVHGDVWKHUHODWHGVHUYLFHLVSURYLGHG$OLDELOLW\LVUHFRJQL]HGIRUWKHDPRXQWH[SHFWHG
WR EH SDLG XQGHU HPSOR\HH VKRUWWHUP LQFHQWLYH FRPSHQVDWLRQ SODQV LI WKHUH LV OHJDO RU
FRQVWUXFWLYHREOLJDWLRQWRSD\WKLVDPRXQWDWWKHWLPHDQGWKHREOLJDWLRQFDQEHHVWLPDWHG
UHOLDEO\
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
L  6WRFNEDVHGSD\PHQWWUDQVDFWLRQV
&HUWDLQPHPEHUVRIWKH&RPSDQ\ VSHUVRQQHOSDUWLFLSDWHLQVWRFNEDVHGFRPSHQVDWLRQSODQV
QRWH   7KH VWRFNEDVHG FRPSHQVDWLRQ FRVWV DUH H[SHQVHG E\ WKH &RPSDQ\ XQGHU
RSHUDWLQJ H[SHQVHV LQ SURILW RU ORVV  7KH JUDQW GDWH IDLU YDOXH RI VWRFNEDVHG SD\PHQW
DZDUGVJUDQWHGWRWKH&RPSDQ\ VHPSOR\HHVLVUHFRJQL]HGDVDFRPSHQVDWLRQFRVWZLWKD
FRUUHVSRQGLQJ LQFUHDVH LQ FRQWULEXWHGVXUSOXV ZLWKLQ VKDUHKROGHUV HTXLW\ RYHU WKH SHULRG
WKDWWKHHPSOR\HHVXQFRQGLWLRQDOO\EHFRPHHQWLWOHGWRWKHDZDUGV7KHDPRXQWUHFRJQL]HG
DVFRPSHQVDWLRQFRVWLVDGMXVWHGWRUHIOHFWWKHQXPEHURIDZDUGVIRUZKLFKWKHUHODWHGVHUYLFH
YHVWLQJFRQGLWLRQVDUHH[SHFWHGWREHPHWVXFKWKDWWKHDPRXQWXOWLPDWHO\UHFRJQL]HGDV
FRPSHQVDWLRQFRVWLVEDVHGRQWKHQXPEHURIDZDUGVWKDWYHVW
M  3URYLVLRQV
3URYLVLRQVDUHUHFRJQL]HGZKHQDSUHVHQWREOLJDWLRQDVDUHVXOWRIDSDVWHYHQWZLOOOHDGWRD
SUREDEOHRXWIORZRIHFRQRPLFUHVRXUFHVIURPWKH&RPSDQ\DQGWKHDPRXQWRIWKDWRXWIORZ
FDQEHHVWLPDWHGUHOLDEO\7KHWLPLQJ RUDPRXQWRIWKHRXWIORZPD\VWLOOEH XQFHUWDLQ$
SUHVHQW REOLJDWLRQ DULVHV IURP WKH SUHVHQFH RI D OHJDO RU FRQVWUXFWLYH REOLJDWLRQ WKDW KDV
UHVXOWHGIURPSDVWHYHQWVIRUH[DPSOHOHJDOGLVSXWHVRURQHURXVFRQWUDFWV
3URYLVLRQV DUH PHDVXUHG DW WKH HVWLPDWHG H[SHQGLWXUH UHTXLUHG WR VHWWOH WKH SUHVHQW
REOLJDWLRQEDVHGRQWKHPRVWUHOLDEOHHYLGHQFHDYDLODEOHDWWKHUHSRUWLQJGDWHLQFOXGLQJWKH
ULVNVDQGXQFHUWDLQWLHVDVVRFLDWHGZLWKWKHSUHVHQWREOLJDWLRQ3URYLVLRQVDUHGHWHUPLQHGE\
GLVFRXQWLQJ WKH H[SHFWHG IXWXUH FDVK IORZV DW D SUHWD[ UDWH WKDW UHIOHFWV FXUUHQW PDUNHW
DVVHVVPHQWVRIWKHWLPHYDOXHRIPRQH\DQGWKHULVNVVSHFLILFWRWKHOLDELOLW\7KH&RPSDQ\
KDVQRPDWHULDOSURYLVLRQVDVDW$XJXVWDQG
N  2SHUDWLQJOHDVHV
7KHDJJUHJDWHFRVWRIRSHUDWLQJOHDVHVDUHUHFRJQL]HGLQSURILWRUORVVRQDVWUDLJKWOLQHEDVLV
RYHUWKHWHUPRIWKHOHDVH/HDVHLQFHQWLYHVUHFHLYHGDUHUHFRJQL]HGDVDQLQWHJUDOSDUWRI
WKHWRWDOOHDVHH[SHQVHRYHUWKHWHUPRIWKHOHDVH
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
O  ,QFRPHWD[HV
'HIHUUHGWD[DVVHWVDUHUHFRJQL]HGIRUWKHIXWXUHLQFRPHWD[FRQVHTXHQFHVDWWULEXWDEOHWR
GLIIHUHQFHV EHWZHHQ WKH ILQDQFLDO VWDWHPHQW FDUU\LQJ DPRXQWV RI H[LVWLQJ DVVHWV DQG WKHLU
UHVSHFWLYHWD[EDVHV$GHIHUUHGWD[DVVHWLVUHFRJQL]HGIRUXQXVHGWD[ORVVHVWD[FUHGLWV
DQG GHGXFWLEOH WHPSRUDU\ GLIIHUHQFHV WR WKH H[WHQW WKDW LW LV SUREDEOH WKDW IXWXUH WD[DEOH
SURILWVZLOOEHDYDLODEOHDJDLQVWZKLFKWKH\FDQEHXWLOL]HG'HIHUUHGWD[DVVHWVDUHUHYLHZHG
DWHDFKUHSRUWLQJGDWHDQGDUHUHGXFHGWRWKHH[WHQWWKDWLWLVQRORQJHUSUREDEOHWKDWWKH
UHODWHGWD[EHQHILWZLOOEHUHDOL]HG'HIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHQRWUHFRJQL]HGIRU
WKH IROORZLQJ WHPSRUDU\ GLIIHUHQFHV WKH LQLWLDO UHFRJQLWLRQ RI DVVHWV RU OLDELOLWLHV LQ D
WUDQVDFWLRQWKDWLVQRWDEXVLQHVVFRPELQDWLRQDQGWKDWDIIHFWVQHLWKHUDFFRXQWLQJQRUWD[DEOH
LQFRPHRUORVVDQGGLIIHUHQFHVUHODWLQJWRLQYHVWPHQWVLQVXEVLGLDULHVWRWKHH[WHQWWKDWLWLV
SUREDEOHWKDWWKH\ZLOOQRWUHYHUVHLQWKHIRUHVHHDEOHIXWXUH'HIHUUHGWD[DVVHWVDQGOLDELOLWLHV
DUHPHDVXUHGXVLQJHQDFWHGRUVXEVWDQWLYHO\HQDFWHGWD[UDWHVH[SHFWHGWRDSSO\WRWD[DEOH
LQFRPHLQWKH\HDUVLQZKLFKWKHUHODWHGWHPSRUDU\GLIIHUHQFHVDUHH[SHFWHGWREHUHFRYHUHG
RUVHWWOHG
P 5HIXQGDEOHWD[FUHGLWV
5HIXQGDEOHWD[FUHGLWVUHODWHGWRGLJLWDOPHGLDGHYHORSPHQWSURGXFWVDUHUHFRJQL]HGLQSURILW
RUORVVZKHQWKHUHLVUHDVRQDEOHDVVXUDQFHWKDWWKH\ZLOOEHUHFHLYHGDQGWKH&RPSDQ\KDV
DQGZLOOFRPSO\ZLWKWKHFRQGLWLRQVDVVRFLDWHGZLWKWKHUHOHYDQWJRYHUQPHQWSURJUDP7KHVH
LQYHVWPHQW WD[ FUHGLWV DUH UHFRUGHG DQG SUHVHQWHG DV HLWKHU D GHGXFWLRQ WR WKH FDUU\LQJ
DPRXQWRIWKHDVVHWDQGVXEVHTXHQWO\UHFRJQL]HGRYHUWKHXVHIXOOLIHRIWKHUHODWHGDVVHWRU
UHFRJQL]HGGLUHFWO\WRSURILWRUORVVEDVHGRQWKHDFFRXQWLQJRIWKHLQLWLDOFRVWVLQFXUUHGWR
ZKLFKWKHWD[FUHGLWVZHUHDSSOLHG:KHQFROOHFWLRQRIWKHWD[FUHGLWVLVQRWH[SHFWHGZLWKLQ
PRQWKVRIWKHHQGRIWKHUHSRUWLQJ\HDUVWKHQVXFKDPRXQWVDUHFODVVLILHGDVQRQFXUUHQW
DVVHWV
Q 5HYHQXHIURPFRQWUDFWVZLWKFXVWRPHUV
7KH&RPSDQ\UHFRUGVUHYHQXHIURPFRQWUDFWVZLWKFXVWRPHUVLQDFFRUGDQFHZLWKWKHILYH
VWHSVLQ,)56DVIROORZV
,GHQWLI\WKHFRQWUDFWZLWKDFXVWRPHU
,GHQWLI\WKHSHUIRUPDQFHREOLJDWLRQVLQWKHFRQWUDFW
'HWHUPLQHWKHWUDQVDFWLRQSULFHZKLFKLVWKHDPRXQWWKH&RPSDQ\H[SHFWVWREHHQWLWOHG
WR
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 

$OORFDWHWKHWUDQVDFWLRQSULFHDPRQJWKHSHUIRUPDQFHREOLJDWLRQVLQWKHFRQWUDFWEDVHG
RQWKHLUUHODWLYHVWDQGDORQHVHOOLQJSULFHVDQG
5HFRJQL]HUHYHQXHZKHQRUDVWKHJRRGVRUVHUYLFHVDUHWUDQVIHUUHGWRWKHFXVWRPHU

7KH &RPSDQ\¶V SULQFLSDO VRXUFHV RI UHYHQXH DUH IURP DGYHUWLVLQJ RQ LWV GLJLWDO PHGLD
SURSHUWLHV$GYHUWLVLQJUHYHQXHLVUHFRUGHGDWWKHWLPHDGYHUWLVHPHQWVDUHGLVSOD\HGRQWKH
&RPSDQ\ V GLJLWDO PHGLD SURSHUWLHV )XQGV UHFHLYHG IURP DGYHUWLVLQJ FXVWRPHUV EHIRUH
DGYHUWLVHPHQWVDUHGLVSOD\HGDUHUHFRUGHGDVGHIHUUHGUHYHQXH
R  )LQDQFHLQFRPH
,QWHUHVW LQFRPH RQ IXQGV LQYHVWHG LV UHFRJQL]HG DV LW DFFUXHV LQ SURILW RU ORVV XVLQJ WKH
HIIHFWLYHLQWHUHVWPHWKRG
 S 6HJPHQWLQIRUPDWLRQ
7KH&RPSDQ\LVRUJDQL]HGDQGRSHUDWHVDVRQHRSHUDWLQJVHJPHQWIRUSXUSRVHVRIPDNLQJ
RSHUDWLQJGHFLVLRQVDQGDVVHVVLQJSHUIRUPDQFH7KHFKLHIRSHUDWLQJGHFLVLRQPDNHUVEHLQJ
WKH&KDLUPDQDQG&KLHI([HFXWLYH2IILFHUDQGWKH3UHVLGHQWDQG &KLHI2SHUDWLQJ2IILFHU
HYDOXDWH SHUIRUPDQFH DQG PDNH GHFLVLRQV DERXW UHVRXUFHV WR EH DOORFDWHG EDVHG RQ
ILQDQFLDOGDWDFRQVLVWHQWZLWKWKHSUHVHQWDWLRQLQWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
9LUWXDOO\ DOO RI WKH &RPSDQ\ V DVVHWV DUH ORFDWHG LQ &DQDGD DQG 86 DQG PRVW RI WKH
&RPSDQ\ VH[SHQVHVDUHLQFXUUHGLQ&DQDGDDQG86
T  8VHRIHVWLPDWHVDQGMXGJPHQWV
7KHSUHSDUDWLRQRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVUHTXLUHVPDQDJHPHQWWRPDNH
HVWLPDWHVMXGJPHQWVDQGDVVXPSWLRQVWKDWDIIHFWWKHDSSOLFDWLRQRIDFFRXQWLQJSROLFLHVDQG
WKHUHSRUWHGDPRXQWVRIDVVHWVOLDELOLWLHVUHYHQXHDQGH[SHQVHV$FWXDOUHVXOWVFRXOGGLIIHU
IURPWKRVHHVWLPDWHV.H\DUHDVRIHVWLPDWLRQDQGMXGJPHQWDUHDVIROORZV
L  ,QWDQJLEOHDVVHWV
0DQDJHPHQW V MXGJPHQW LV DSSOLHG DQG HVWLPDWHV DUH XVHG LQ GHWHUPLQLQJ ZKHWKHU
FRVWVTXDOLI\IRUUHFRJQLWLRQDVLQWHUQDOO\GHYHORSHGLQWDQJLEOHDVVHWV
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,QWKRXVDQGVRI&DQDGLDQGROODUVXQOHVVRWKHUZLVHVWDWHG 

<HDUVHQGHG$XJXVWDQG


6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
7REHDEOHWRUHFRJQL]HDQLQWDQJLEOHDVVHWPDQDJHPHQWPXVWGHPRQVWUDWHWKHLWHP
PHHWVWKHGHILQLWLRQRIDQLQWDQJLEOHDVVHWLQ,$60DQDJHPHQWH[HUFLVHVVLJQLILFDQW
MXGJPHQWLQGHWHUPLQLQJZKHWKHUDQLWHPPHHWVWKHLGHQWLILDELOLW\FULWHULDLQWKHGHILQLWLRQ
RIDQLQWDQJLEOHDVVHWZKLFKLQSDUWUHTXLUHVWKDWWKHLWHPLVFDSDEOHRIEHLQJVHSDUDWHG
RU GLYLGHG IURP WKH &RPSDQ\ DQG VROG WUDQVIHUUHG RU OLFHQVHG HLWKHU LQGLYLGXDOO\ RU
WRJHWKHUZLWKDUHODWHGFRQWUDFWRUDVVHWZKHWKHURUQRWWKH&RPSDQ\LQWHQGVWRGRVR
-XGJPHQWLVUHTXLUHGWRGLVWLQJXLVKWKRVHH[SHQGLWXUHVWKDWGHYHORSWKHEXVLQHVVDVD
ZKROHZKLFKFDQQRWEHFDSLWDOL]HGDVLQWDQJLEOHDVVHWVDQGDUHH[SHQVHGLQWKH\HDUV
LQFXUUHG
$OVRWRUHFRJQL]HDQLQWDQJLEOHDVVHWPDQDJHPHQWLQLWVMXGJPHQWPXVWGHPRQVWUDWH
WKDWLWLVSUREDEOHWKDWH[SHFWHGIXWXUHHFRQRPLFEHQHILWVZLOOIORZWRWKH&RPSDQ\DQG
WKDWWKHFRVWRIWKHDVVHWFDQEHPHDVXUHGUHOLDEO\(VWLPDWHVDUHXVHGWRGHWHUPLQHWKH
SUREDELOLW\RIH[SHFWHGIXWXUHHFRQRPLFEHQHILWVWKDWZLOOIORZWRWKH&RPSDQ\)XWXUH
HFRQRPLFEHQHILWVLQFOXGHQHWFDVKIORZVIURPWKHVSRUWVEHWWLQJDSSDVZHOODVQHWFDVK
IORZVIURPIXWXUHDGYHUWLVLQJVDOHVZKLFKDUHGHSHQGHQWXSRQWKHDELOLW\RIWKH&RPSDQ\
WRDWWUDFWXVHUVWRLWVSURGXFWVDQGLQFUHDVHXVHUHQJDJHPHQWZLWKLWVSURGXFWVDQGPD\
DOVR LQFOXGH DQWLFLSDWHG FRVW VDYLQJV GHSHQGLQJ XSRQ WKH QDWXUH RI WKH GHYHORSPHQW
SURMHFW
7KH &RPSDQ\ FDSLWDOL]HG LQWHUQDO SURGXFW GHYHORSPHQW FRVWV GXULQJ WKH \HDUV HQGHG
$XJXVW  DQG  IRU ERWK QHZ GHYHORSPHQW SURMHFWV DQG SURMHFWV WKDW LQ
PDQDJHPHQW VMXGJPHQWUHSUHVHQWVXEVWDQWLDOLPSURYHPHQWVWRH[LVWLQJSURGXFWV,Q
DVVHVVLQJZKHWKHUFRVWVFDQEHFDSLWDOL]HGIRULPSURYHPHQWVPDQDJHPHQWH[HUFLVHV
VLJQLILFDQWMXGJPHQWZKHQFRQVLGHULQJWKHH[WHQWRIWKHLPSURYHPHQWDQGZKHWKHULWLV
VXEVWDQWLDOZKHWKHULWLVVXIILFLHQWO\VHSDUDEOHDQGZKHWKHUH[SHFWHGIXWXUHHFRQRPLF
EHQHILWVDUHGHULYHGIURPWKHLPSURYHPHQWLWVHOI)DFWRUVFRQVLGHUHGLQDVVHVVLQJWKH
H[WHQW RI WKH LPSURYHPHQW LQFOXGH EXW DUH QRW OLPLWHG WR WKH GHJUHH RI FKDQJH LQ
IXQFWLRQDOLW\DQGWKHLPSDFWRIWKHSURMHFWRQWKHDELOLW\RIWKH&RPSDQ\WRDWWUDFWXVHUV
WRLWVSURGXFWVDQGLQFUHDVHXVHUHQJDJHPHQWZLWKLWVSURGXFWV&RVWVZKLFKGRQRWPHHW
WKHVH FULWHULD VXFK DV HQKDQFHPHQWV DQG URXWLQH PDLQWHQDQFH DUH H[SHQVHG ZKHQ
LQFXUUHG
,QDGGLWLRQWKH&RPSDQ\XVHVHVWLPDWLRQLQGHWHUPLQLQJWKHPHDVXUHPHQWRILQWHUQDO
ODERXU FRVWV FDSLWDOL]HG WR LQWDQJLEOH DVVHWV  7KH FDSLWDOL]DWLRQ HVWLPDWHV DUH EDVHG
XSRQWKHQDWXUHRIWKHDFWLYLWLHVWKHGHYHORSHUSHUIRUPV
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
0DQDJHPHQW VMXGJPHQWLVDOVRXVHGLQGHWHUPLQLQJDSSURSULDWHDPRUWL]DWLRQPHWKRGV
IRULQWDQJLEOHDVVHWVDQGHVWLPDWHVDUHXVHGLQGHWHUPLQLQJWKHH[SHFWHGXVHIXOOLYHVRI
DPRUWL]DEOHLQWDQJLEOHDVVHWV
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
LL  7D[FUHGLWV
5HIXQGDEOH WD[ FUHGLWV UHODWHG WR H[SHQGLWXUHV WR GHYHORS GLJLWDO PHGLD SURGXFWV DUH
UHFRJQL]HG ZKHQ WKHUH LV UHDVRQDEOH DVVXUDQFH WKDW WKH\ ZLOO EH UHFHLYHG DQG WKH
&RPSDQ\ KDV DQG ZLOO FRPSO\ ZLWK WKH FRQGLWLRQV DVVRFLDWHG ZLWK WKH UHOHYDQW
JRYHUQPHQW SURJUDP  0DQDJHPHQW V MXGJPHQW LV UHTXLUHG LQ GHWHUPLQLQJ ZKLFK
H[SHQGLWXUHV DQG SURMHFWV DUH UHDVRQDEO\ DVVXUHG RI FRPSOLDQFH ZLWK WKH UHOHYDQW
FRQGLWLRQVDQGFULWHULDDQGKDYHDFFRUGLQJO\PHWWKHUHFRJQLWLRQFULWHULD
LLL  ,PSDLUPHQWRIQRQILQDQFLDODVVHWV
$QLPSDLUPHQWWHVWLVFDUULHGRXWZKHQHYHUHYHQWVRUFKDQJHVLQFLUFXPVWDQFHVLQGLFDWH
WKDW FDUU\LQJ DPRXQWV PD\ QRW EH UHFRYHUDEOH DQG LV SHUIRUPHG E\ FRPSDULQJ WKH
FDUU\LQJ DPRXQW RI DQ DVVHW RU &*8 DQG LWV UHFRYHUDEOH DPRXQW  0DQDJHPHQW V
MXGJPHQW LV UHTXLUHG LQ GHWHUPLQLQJ ZKHWKHU DQ LPSDLUPHQW LQGLFDWRU H[LVWV  7KH
UHFRYHUDEOHDPRXQWLVWKHKLJKHURIIDLUYDOXHOHVVFRVWVWRVHOODQGLWVYDOXHLQXVHRYHU
LWVUHPDLQLQJXVHIXOOLIH
7KLVYDOXDWLRQSURFHVVLQYROYHVWKHXVHRIPHWKRGVZKLFKXVHDVVXPSWLRQVWRHVWLPDWH
IXWXUHFDVKIORZV7KHUHFRYHUDEOHDPRXQWGHSHQGVVLJQLILFDQWO\RQWKHGLVFRXQWUDWH
XVHGDVZHOODVWKHH[SHFWHGIXWXUHFDVKIORZVDQGWKHWHUPLQDOJURZWKUDWHXVHGIRU
H[WUDSRODWLRQ
LY  $OORZDQFHIRUGRXEWIXODFFRXQWV
7KH YDOXDWLRQ RI DFFRXQWV UHFHLYDEOH UHTXLUHV YDOXDWLRQ HVWLPDWHV WR EH PDGH E\
PDQDJHPHQW  7KHVH DFFRXQWV UHFHLYDEOH FRPSULVH D ODUJH DQG GLYHUVH EDVH RI
DGYHUWLVHUVGLVSHUVHGDFURVVYDU\LQJLQGXVWULHVDQGORFDWLRQVWKDWSXUFKDVHDGYHUWLVLQJ
RQWKH&RPSDQ\ VGLJLWDOPHGLDSODWIRUPV
7KH&RPSDQ\GHWHUPLQHVDQDOORZDQFHIRUGRXEWIXODFFRXQWVEDVHGRQNQRZOHGJHRI
WKH ILQDQFLDO FRQGLWLRQV RI LWV FXVWRPHUV WKH DJLQJ RI WKH UHFHLYDEOHV FXVWRPHU DQG
LQGXVWU\FRQFHQWUDWLRQVWKHFXUUHQWEXVLQHVVHQYLURQPHQWDQGKLVWRULFDOH[SHULHQFH$
FKDQJHLQDQ\RIWKHIDFWRUVLPSDFWLQJWKHHVWLPDWHRIWKHDOORZDQFHIRUGRXEWIXODFFRXQWV
ZLOOGLUHFWO\LPSDFWWKHDPRXQWRIEDGGHEWH[SHQVHUHFRUGHGLQIDFLOLWLHVDGPLQLVWUDWLYH
DQGRWKHUH[SHQVHV
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6LJQLILFDQWDFFRXQWLQJSROLFLHV FRQWLQXHG 
7KHORVVDOORZDQFHIRUWUDGHUHFHLYDEOHVPXVWEHFDOFXODWHGXVLQJWKHH[SHFWHGOLIHWLPH
FUHGLWORVVDQGUHFRUGHGDWWKHWLPHRILQLWLDOUHFRJQLWLRQ
U  5HFHQWVWDQGDUGVDQGDPHQGPHQWVQRW\HWHIIHFWLYH
,)56/HDVHV ³,)56´ ZLOOVXSHUVHGHWKHFXUUHQW,$6/HDVHV ,$6 VWDQGDUG
,)56LQWURGXFHVDVLQJOHDFFRXQWLQJPRGHOIRUOHVVHHVDQGIRUDOOOHDVHVZLWKDWHUPRI
PRUHWKDQPRQWKVXQOHVVWKHXQGHUO\LQJDVVHWLVRIORZYDOXH$OHVVHHZLOOEHUHTXLUHG
WRUHFRJQL]HDULJKWRIXVHDVVHWUHSUHVHQWLQJLWVULJKWWRXVHWKHXQGHUO\LQJDVVHWDQGD
OHDVHOLDELOLW\UHSUHVHQWLQJLWVREOLJDWLRQWRPDNHOHDVHSD\PHQWV7KHDFFRXQWLQJWUHDWPHQW
IRUOHVVRUVZLOOUHPDLQODUJHO\WKHVDPHDVXQGHU,$6
7KHVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\ZLWKHDUO\
DGRSWLRQSHUPLWWHGEXWRQO\LIWKHHQWLW\LVDOVRDSSO\LQJ,)567KH&RPSDQ\KDVWKH
RSWLRQWRHLWKHUDSSO\,)56ZLWKIXOOUHWURVSHFWLYHHIIHFWRUUHFRJQL]HWKHFXPXODWLYHHIIHFW
RI LQLWLDOO\ DSSO\LQJ ,)56  DV DQ DGMXVWPHQW WR RSHQLQJ HTXLW\ DW WKH GDWH RI LQLWLDO
DSSOLFDWLRQ
7KH&RPSDQ\ZLOODGRSW,)56LQLWVFRQVROLGDWHGILQDQFLDOVWDWHPHQWVIRUWKHDQQXDOSHULRG
FRPPHQFLQJRQ6HSWHPEHUXVLQJWKHPRGLILHGUHWURVSHFWLYHDSSURDFK&RPSDUDWLYH
LQIRUPDWLRQZLOOQRWEHUHVWDWHG
7KH&RPSDQ\LVDVVHVVLQJWKHLPSDFWRI,)56RQWKH&RPSDQ\ VFRQVROLGDWHGILQDQFLDO
VWDWHPHQWV7KH&RPSDQ\HVWLPDWHGLWVDGRSWLRQRIWKHVWDQGDUGZLOOUHVXOWLQDQLQFUHDVHLQ
ULJKWRIXVH DVVHWV DQG FRUUHVSRQGLQJ OHDVH OLDELOLWLHV LQ LWV FRQVROLGDWHG VWDWHPHQW RI
ILQDQFLDO SRVLWLRQ SULPDULO\ UHODWHG WR WKH OHDVHG RIILFH SUHPLVHV ,Q DGGLWLRQ ,)56 
UHSODFHVWKHVWUDLJKWOLQHRSHUDWLQJOHDVHH[SHQVHZLWKGHSUHFLDWLRQFKDUJHIRUULJKWRIXVH
DVVHWDQGLQWHUHVWH[SHQVHRQOHDVHOLDELOLWLHVZKLFKZLOOUHVXOWLQDGHFUHDVHLQRSHUDWLQJ
H[SHQVHVDQGLQFUHDVHLQGHSUHFLDWLRQH[SHQVHDQGLQFUHDVHLQILQDQFLQJFRVWV
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,QWDQJLEOHDQGRWKHUDVVHWV

 
 

&RVW

%DODQFH$XJXVW
$GGLWLRQV

%DODQFH$XJXVW
$GGLWLRQV
'LVSRVDOV

%DODQFH$XJXVW

3URGXFW
GHYHORSPHQW

7UDGHPDUNV2WKHUDVVHWV
DQG
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DQG
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VRIWZDUH
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$FFXPXODWHGDPRUWL]DWLRQ

%DODQFH$XJXVW
$PRUWL]DWLRQ

%DODQFH$XJXVW
$PRUWL]DWLRQ
'LVSRVDOV

%DODQFH$XJXVW
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&DUU\LQJDPRXQWV

$XJXVW
$XJXVW
$XJXVW













'XULQJWKH\HDUHQGHG$XJXVWWKH&RPSDQ\FDSLWDOL]HGLQWHUQDOSURGXFWGHYHORSPHQW
FRVWVRIDSSUR[LPDWHO\  
2WKHUDVVHWVDQGGHSRVLWVLQFOXGHSD\PHQWVLQUHVSHFWRIVSRUWVEHWWLQJUHODWHGPDUNHWDFFHVV
OLFHQVHVDQGDVVRFLDWHGFRVWVDVZHOODVGHSRVLWVRQVSRUWVEHWWLQJUHODWHGULJKWVDQGOLFHQVHV
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,QWDQJLEOHDQGRWKHUDVVHWV FRQWLQXHG 
7KHVLJQLILFDQWGHYHORSPHQWSURMHFWVIRUWKH\HDUHQGHG$XJXVWFRQVLVWHGRIQHZVRFLDO
IHDWXUHVLQWKH&RPSDQ\ VPHGLDDSSLQFOXGLQJSXEOLFDQGSULYDWHFKDW)ROORZ7RJHWKHUDVZHOO
DVQHZIHDWXUHVLQFOXGLQJDEHWWLQJGDWDVHFWLRQDQGDQHZZHEVLWHZLGJHW7KH&RPSDQ\KDV
DOVRFRQWLQXHGGHYHORSLQJVLJQLILFDQWQHZHQKDQFHPHQWVWRLWVFRUHWHFKQRORJ\LQIUDVWUXFWXUHDV
ZHOODVGHYHORSPHQWRILWVVSRUWVEHWWLQJDSSDQGUHODWHGV\VWHPVDQGVHUYLFHV
'XULQJWKH\HDUVHQGHG$XJXVWDQGWKH&RPSDQ\DFFHOHUDWHGWKHDPRUWL]DWLRQ
RIWKHH6SRUWVDSSOLFDWLRQDQGWKH6TXDG8SIDQWDV\JDPHUHVSHFWLYHO\GXHWRWKHFKDQJHLQ
VWUDWHJ\RIWKHSURGXFWV7KLVUHVXOWHGLQDQLQFUHPHQWDOLQFUHDVHLQDPRUWL]DWLRQRIDQG
IRUWKH\HDUVHQGHG$XJXVWDQGUHVSHFWLYHO\7KHH6SRUWVDSSOLFDWLRQKDG
QRQHWERRNYDOXHDVDW$XJXVWDQGZDVIXOO\DPRUWL]HGGXULQJILVFDO7KH6TXDG
8SIDQWDV\JDPHKDGQRQHWERRNYDOXHDVDW$XJXVWDQGZDVIXOO\DPRUWL]HGGXULQJ
ILVFDO


5HODWHGSDUW\WUDQVDFWLRQV
D  /HDVHDJUHHPHQW
,Q ILVFDO  WKH &RPSDQ\ HQWHUHG LQWR D OHDVH IRU D SURSHUW\ SDUWLDOO\ RZQHG E\ WKH
&KDLUPDQDQG&KLHI([HFXWLYH2IILFHURIWKH&RPSDQ\7KHDJJUHJDWHUHQWSDLGGXULQJWKH
\HDUVHQGHG$XJXVWDQGDPRXQWHGWRDQGUHVSHFWLYHO\7KHSD\DEOH
EDODQFHVDVDW$XJXVWDQGZHUHQLO7KHVHWUDQVDFWLRQVDUHUHFRUGHGDWWKH
H[FKDQJHDPRXQWEHLQJWKHDPRXQWDJUHHGXSRQEHWZHHQWKHSDUWLHV
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5HODWHGSDUW\WUDQVDFWLRQV FRQWLQXHG 
E  7UDQVDFWLRQVZLWKNH\PDQDJHPHQWSHUVRQQHO
.H\PDQDJHPHQWSHUVRQQHORIWKH&RPSDQ\LQFOXGHGLUHFWRUVDQGRWKHUVHQLRUH[HFXWLYHV
7RWDOFRPSHQVDWLRQFRVWVIRUWKHVHNH\PDQDJHPHQWSHUVRQQHODUHDVIROORZV

 

6DODULHVDQGQRQHTXLW\LQFHQWLYHFRPSHQVDWLRQ
6WRFNEDVHGDQGRWKHUFRPSHQVDWLRQ

7RWDO






 







 

 

F  (QWLWLHVFRQWUROOHGDQGGLUHFWHGE\WKH&RPSDQ\ V&KDLUPDQDQG&KLHI([HFXWLYH2IILFHUDQG
DGLUHFWRURIWKH&RPSDQ\SDUWLFLSDWHGLQILQDQFLQJWUDQVDFWLRQVGXULQJWKHILVFDO\HDU5HIHU
WRQRWHIRUGHWDLOV


7D[FUHGLWV
$VDW$XJXVWWD[FUHGLWVUHFRYHUDEOHRIDUHLQFOXGHGLQWD[FUHGLWVUHFRYHUDEOH
 QRQFXUUHQW LQ WKH FRQVROLGDWHG VWDWHPHQWV RI ILQDQFLDO SRVLWLRQ    7D[ FUHGLWV
UHFRYHUDEOH UHIOHFW PDQDJHPHQW V EHVW HVWLPDWH RI FUHGLWV IRU ZKLFK UHDOL]DWLRQ LV UHDVRQDEO\
DVVXUHGEDVHGRQFRQVLGHUDWLRQRIERWKFHUWLILFDWHVRIHOLJLELOLW\UHFHLYHGIURPWKH2QWDULR0HGLD
'HYHORSPHQW&RUSRUDWLRQ 20'& IRUVSHFLILFFODLPVDQGWKH20'& VKLVWRULFDODFFHSWDQFHRI
H[SHQGLWXUHVRIDVLPLODUQDWXUHIRUUHIXQGDEOHFUHGLW1RWD[FUHGLWVZHUHDFFUXHGGXULQJWKH
\HDUVHQGHG$XJXVWDQG



&DSLWDOULVNPDQDJHPHQW
7KH &RPSDQ\ V REMHFWLYHV LQ PDQDJLQJ FDSLWDO DUH WR PDLQWDLQ LWV OLTXLGLW\ WR IXQG IXWXUH
GHYHORSPHQWDQGJURZWKRIWKHEXVLQHVV7KHFDSLWDOVWUXFWXUHFRQVLVWVRIVKDUHKROGHUV HTXLW\
DQGFDVK
7KH&RPSDQ\PDQDJHVDQGDGMXVWVLWVFDSLWDOVWUXFWXUHLQFRQVLGHUDWLRQRIFKDQJHVLQHFRQRPLF
FRQGLWLRQVDQGWKHULVNFKDUDFWHULVWLFVRIWKHXQGHUO\LQJDVVHWV
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)LQDQFLDOULVNPDQDJHPHQW
7KH&RPSDQ\KDVH[SRVXUHWRFUHGLWULVNOLTXLGLW\ULVNDQGPDUNHWULVNIURPLWVXVHRIILQDQFLDO
LQVWUXPHQWV7KLVQRWHSUHVHQWVLQIRUPDWLRQDERXWWKH&RPSDQ\ VH[SRVXUHWRHDFKRIWKHVH
ULVNVDQGWKH&RPSDQ\ VREMHFWLYHVSROLFLHVDQGSURFHVVHVIRUPHDVXULQJDQGPDQDJLQJWKHVH
ULVNV
D  &UHGLWULVN
&UHGLW ULVN LV WKH ULVN RI ILQDQFLDO ORVV WR WKH &RPSDQ\ LI D FXVWRPHU RU FRXQWHUSDUW\ WR D
ILQDQFLDOLQVWUXPHQWIDLOVWRPHHWLWVFRQWUDFWXDOREOLJDWLRQVDQGDULVHVSULQFLSDOO\IURPWKH
&RPSDQ\ VUHFHLYDEOHVIURPFXVWRPHUV7KHFDUU\LQJDPRXQWRIILQDQFLDODVVHWVUHSUHVHQWV
WKHPD[LPXPFUHGLWH[SRVXUH7KH&RPSDQ\ VH[SRVXUHWRFUHGLWULVNLVLQIOXHQFHGPDLQO\
E\WKHLQGLYLGXDOFKDUDFWHULVWLFVRIHDFKFXVWRPHU
8QGHU,)56WKHORVVDOORZDQFHIRUWUDGHUHFHLYDEOHVPXVWEHFDOFXODWHGXVLQJWKHH[SHFWHG
OLIHWLPHFUHGLWORVVDQGUHFRUGHGDWWKHWLPHRILQLWLDOUHFRJQLWLRQ7KHDSSOLFDWLRQRIWKLVQHZ
VWDQGDUGKDVQRVLJQLILFDQWLPSDFWRQWKH&RPSDQ\ VUHSRUWHGUHVXOWVZLWKUHJDUGVWRWKHORVV
DOORZDQFHIRUWUDGHUHFHLYDEOHVDVDW$XJXVW7KHUHLVQRVLJQLILFDQWHIIHFWRQWKH
FDUU\LQJYDOXHRIRWKHUILQDQFLDOLQVWUXPHQWVXQGHU,)56UHODWHGWRWKLVQHZUHTXLUHPHQW
$VDW$XJXVWDQGWKH&RPSDQ\KDGDORVVDOORZDQFHIRUWUDGHUHFHLYDEOHVRI
DQGUHVSHFWLYHO\
$W$XJXVWDQGDQGUHVSHFWLYHO\RIDFFRXQWVUHFHLYDEOHZHUH
FRQVLGHUHGSDVWGXHZKLFKLVGHILQHGDVDPRXQWVRXWVWDQGLQJEH\RQGQRUPDOFUHGLWWHUPV
DQG FRQGLWLRQV IRU UHVSHFWLYH FXVWRPHUV WKDW FDQ H[WHQG XS WR  GD\V IURP WKH GDWH RI
LQLWLDO GDWH RI LQYRLFLQJ  7KH &RPSDQ\ EHOLHYHV WKDW LWV DOORZDQFH IRU GRXEWIXO DFFRXQWV
VXIILFLHQWO\UHIOHFWHGWKHUHODWHGFUHGLWULVNEDVHGRQWKHQDWXUHRIWKH&RPSDQ\ VFXVWRPHUV
DQGFRQVLGHUDWLRQRISDVWSHUIRUPDQFH
7KH&RPSDQ\KDVFXVWRPHUFRQFHQWUDWLRQULVNDVRQHFXVWRPHUDSURJUDPPDWLFQHWZRUN
UHSUHVHQWHGRIUHYHQXHIRUWKH\HDUHQGHG$XJXVW WZRFXVWRPHUV
ERWKSURJUDPPDWLFQHWZRUNVHDFKUHSUHVHQWHGRIUHYHQXHUHVSHFWLYHO\ $VDW$XJXVW
  RQH FXVWRPHU D PHGLD DJHQF\ UHSUHVHQWHG  RI WKH DFFRXQWV UHFHLYDEOH
EDODQFH WZRFXVWRPHUVDQGRQHDJHQF\DQGRQHSURJUDPPDWLFQHWZRUN
UHVSHFWLYHO\ 
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)LQDQFLDOULVNPDQDJHPHQW FRQWLQXHG 
E  /LTXLGLW\ULVN
/LTXLGLW\ULVNLVWKHULVNWKDWWKH&RPSDQ\ZLOOQRWEHDEOHWRPHHWLWVILQDQFLDOREOLJDWLRQVDV
WKH\IDOOGXH$VDW$XJXVWWKH&RPSDQ\KDGFDVKDQGFDVKHTXLYDOHQWVRI
 UHVWULFWHGFDVKUHODWHGWRFXVWRPHUGHSRVLWVRQWKHEHWWLQJSODWIRUPRI
QLO DFFRXQWVUHFHLYDEOHRI  FXUUHQWWD[FUHGLWVUHFRYHUDEOHRI
QLO QLO DQGDFFRXQWVSD\DEOHDQGDFFUXHGOLDELOLWLHVWRWKLUGSDUWLHVRI 
 $FFRXQWVSD\DEOHDQGDFFUXHGOLDELOLWLHVKDYHFRQWUDFWHGPDWXULWLHVRIOHVVWKDQ
PRQWKV
0DQDJHPHQWSUHSDUHVEXGJHWVDQGFDVKIORZIRUHFDVWVWRDVVLVWLQPDQDJLQJOLTXLGLW\ULVN
7KH&RPSDQ\KDVDKLVWRU\RIRSHUDWLQJORVVHVDQGFDQEHH[SHFWHGWRJHQHUDWHFRQWLQXHG
RSHUDWLQJORVVHVDQGQHJDWLYHFDVKIORZVLQWKHIXWXUHZKLOHLWFDUULHVRXWLWVFXUUHQWEXVLQHVV
SODQWRIXUWKHUGHYHORSDQGH[SDQGLWVGLJLWDOPHGLDDQGJDPLQJEXVLQHVV
'XULQJWKH\HDUHQGHG$XJXVWWKH&RPSDQ\HQWHUHGLQWRDGHPDQGFUHGLW
IDFLOLW\ZLWKD&DQDGLDQFKDUWHUHGEDQN7KHFUHGLWIDFLOLW\LVDYDLODEOHIRUZRUNLQJFDSLWDO
SXUSRVHVDQGWKHDPRXQWDYDLODEOHLVEDVHGRQDSHUFHQWDJHRIWKH&RPSDQ\ VDFFRXQWV
UHFHLYDEOHDQGWKRVHRIFHUWDLQRILWVVXEVLGLDULHV7KHIDFLOLW\LVVHFXUHGE\VXEVWDQWLDOO\DOO
RIWKHDVVHWVRIWKH&RPSDQ\DQGFHUWDLQRILWVVXEVLGLDULHV
7KHFUHGLWIDFLOLW\EHDUVDQLQWHUHVWUDWHDWWKHOHQGHUV3ULPHUDWHSOXVSHUDQQXP7KH
FUHGLWIDFLOLW\LVUHSD\DEOHRQGHPDQGDQGLVVXEMHFWWRFHUWDLQILQDQFLDOFRYHQDQWV
:KLOHWKH&RPSDQ\FDQXWLOL]HLWVFDVKFDVKHTXLYDOHQWVDQGGHPDQGFUHGLWIDFLOLW\WRIXQG
LWV RSHUDWLQJ DQG GHYHORSPHQW H[SHQGLWXUHV LW GRHV QRW KDYH DFFHVV WR RWKHU FRPPLWWHG
VRXUFHV RI IXQGLQJ DQG GHSHQGLQJ XSRQ WKH OHYHO RI H[SHQGLWXUHV DQG ZKHWKHU SURILWDEOH
RSHUDWLRQVFDQEHDFKLHYHGPD\EHUHTXLUHGWRVHHNDGGLWLRQDOIXQGLQJLQWKHIXWXUH5HIHU
WRVXEVHTXHQWHYHQWQRWHZKLFKGHVFULEHVWKHLVVXDQFHRIDVXERUGLQDWHGGHEHQWXUHLQ
6HSWHPEHU
F  0DUNHWULVN
0DUNHWULVNLVWKHULVNWKDWFKDQJHVLQPDUNHWSULFHVVXFKDVLQWHUHVWUDWHVIRUHLJQH[FKDQJH
UDWHVDQGHTXLW\SULFHVZLOODIIHFWWKH&RPSDQ\ VLQFRPHRUWKHYDOXHRILWV
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)LQDQFLDOULVNPDQDJHPHQW FRQWLQXHG 
KROGLQJVRIILQDQFLDOLQVWUXPHQWV$VDW$XJXVWWKH&RPSDQ\GRHVQRWKDYHDQ\
ILQDQFLDOLQVWUXPHQWVH[SRVLQJLWWRPDUNHWRULQWHUHVWUDWHULVN
7KH&RPSDQ\GRHVQRWHQJDJHLQULVNPDQDJHPHQWSUDFWLFHVVXFK DVKHGJLQJRUXVHRI
GHULYDWLYHLQVWUXPHQWV
7KH&RPSDQ\ VKHDGRIILFHLVORFDWHGLQ&DQDGD6RPHRIWKH&RPSDQ\ VFXVWRPHUVDQG
VXSSOLHUV DUH EDVHG LQ &DQDGD DQG WKHUHIRUH WUDQVDFW LQ &DQDGLDQ GROODUV  &HUWDLQ
FXVWRPHUVDQGVXSSOLHUVDUHEDVHGRXWVLGHRI&DQDGDDQGWKHDVVRFLDWHGILQDQFLDODVVHWV
DQG OLDELOLWLHV RULJLQDWH LQ 86GROODUV (XURV RU 3RXQGV 6WHUOLQJ WKHUHE\ H[SRVLQJ WKH
&RPSDQ\ WR IRUHLJQ H[FKDQJH ULVN  7KH &RPSDQ\ V H[SRVXUH WR IRUHLJQ H[FKDQJH ULVN LV
GHHPHGWREHORZ7RWDO 86GROODUGHQRPLQDWHGUHFHLYDEOHVDVDW$XJXVWDQG
ZHUHDQGUHVSHFWLYHO\7KH&RPSDQ\ VIRUHLJQH[FKDQJHJDLQ ORVV LV
LQFOXGHGLQILQDQFHLQFRPHQHWLQWKHFRQVROLGDWHGVWDWHPHQWVRIFRPSUHKHQVLYHORVVDQG
IRUWKH\HDUHQGHG$XJXVWZDV  
G  )DLUYDOXHV
7KH&RPSDQ\KDVGHWHUPLQHGWKHHVWLPDWHGIDLUYDOXHVRILWVILQDQFLDOLQVWUXPHQWVEDVHGRQ
DSSURSULDWHYDOXDWLRQPHWKRGRORJLHVDVGLVFORVHGEHORZ+RZHYHUFRQVLGHUDEOHMXGJPHQW
LVUHTXLUHGWRGHYHORSFHUWDLQRIWKHVHHVWLPDWHV$FFRUGLQJO\WKHVHHVWLPDWHGYDOXHVDUH
QRW QHFHVVDULO\ LQGLFDWLYH RI WKH DPRXQWV WKH &RPSDQ\ FRXOG UHDOL]H LQ D FXUUHQW PDUNHW
H[FKDQJH7KHHVWLPDWHGIDLUYDOXHDPRXQWVFDQEHPDWHULDOO\DIIHFWHGE\WKHXVHRIGLIIHUHQW
DVVXPSWLRQV RU PHWKRGRORJLHV 7KH PHWKRGV DQG DVVXPSWLRQV XVHG WR HVWLPDWH WKH IDLU
YDOXHRIHDFKFODVVRIILQDQFLDOLQVWUXPHQWVDUHGLVFXVVHGEHORZ
7KHGLIIHUHQWOHYHOVKDYHEHHQGHILQHGDVIROORZV
z

/HYHOTXRWHGSULFHV XQDGMXVWHG LQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV

z

/HYHOLQSXWVRWKHUWKDQTXRWHGSULFHVLQFOXGHGZLWKLQ/HYHOWKDWDUHREVHUYDEOHIRU
WKHDVVHWRUOLDELOLW\HLWKHUGLUHFWO\ LHDVSULFHV RULQGLUHFWO\ LHGHULYHGIURPSULFHV 

z

/HYHOLQSXWVIRUWKHDVVHWRUOLDELOLW\ WKDWDUHQRW EDVHGRQREVHUYDEOHPDUNHWGDWD
XQREVHUYDEOHLQSXWV 
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)LQDQFLDOULVNPDQDJHPHQW FRQWLQXHG 
4XRWHGPDUNHWSULFHVIRUDQLGHQWLFDODVVHWRUOLDELOLW\UHSUHVHQWD/HYHOYDOXDWLRQ:KHQ
TXRWHGPDUNHWSULFHVDUHQRWDYDLODEOHWKH&RPSDQ\PD[LPL]HVWKHXVHRIREVHUYDEOHLQSXWV
ZLWKLQYDOXDWLRQPRGHOV:KHQDOOVLJQLILFDQWLQSXWVDUHREVHUYDEOHWKHYDOXDWLRQLVFODVVLILHG
DV/HYHO9DOXDWLRQVWKDWUHTXLUHWKHXVHRIVLJQLILFDQWXQREVHUYDEOHLQSXWVDUHFRQVLGHUHG
/HYHO
7KHUH ZHUH QR PDWHULDO ILQDQFLDO LQVWUXPHQWV FDWHJRUL]HG LQ /HYHO  RU /HYHO  DV DW
$XJXVWDQGDQGWKHUHZHUHQRWUDQVIHUVRIIDLUYDOXHPHDVXUHPHQWEHWZHHQ
/HYHOVDQGRIWKHIDLUYDOXHKLHUDUFK\LQWKHUHVSHFWLYH\HDUV
H  &DVKDQGFDVKHTXLYDOHQWV

 

&DVKDQGFDVKHTXLYDOHQWV
&DVK
*RYHUQPHQWWUHDVXU\ELOOVDQGJXDUDQWHHG
LQYHVWPHQWFHUWLILFDWHV

 


 I 5HVWULFWHGFDVK

&XUUHQWUHVWULFWHGFDVKUHODWHGWRFXVWRPHUGHSRVLWV

1RQ&XUUHQWUHVWULFWHGFDVKUHODWHGWRFXVWRPHUGHSRVLWV













±


















±







±
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&RPPLWPHQWV
7KH&RPSDQ\KDVQRGHEWJXDUDQWHHVRIIEDODQFHVKHHWDUUDQJHPHQWVRUORQJWHUPREOLJDWLRQV
RWKHUWKDQWKHFRQWHQWDQGRWKHUDQGRIILFHOHDVHDJUHHPHQWVQRWHGEHORZ
7KH&RPSDQ\KDVWKHIROORZLQJILUPFRPPLWPHQWVXQGHUDJUHHPHQWV

 
 
 
 

/HDVHV
2WKHUFRQWUDFWXDO
DJUHHPHQWV

7RWDO




1RWODWHUWKDQ
RQH\HDU




/DWHUWKDQ
RQH\HDUDQG
QRWODWHUWKDQ
ILYH\HDUV









/DWHUWKDQ
ILYH\HDUV







±

7RWDO














2IILFHOHDVH
7KH&RPSDQ\ VFXUUHQWOHDVHDJUHHPHQWLVIRUDVTXDUHIRRWVSDFHDWLWVKHDGRIILFHLQ
7RURQWR2QWDULRDQGUXQVXQWLO6HSWHPEHU
7KHFRPSDQ\KDVHQWHUHGLQWRVHYHUDOQHZDJUHHPHQWVUHODWLQJWRLWVVSRUWVEHWWLQJEXVLQHVV
ZKLFKKDVLQFUHDVHGIXWXUHFRQWUDFWXDOFRPPLWPHQWV


6WRFNEDVHGFRPSHQVDWLRQ
D  6WRFNRSWLRQSODQ
7KH&RPSDQ\KDVDVWRFNRSWLRQSODQ WKH3ODQ XQGHUZKLFKWKH%RDUGRI'LUHFWRUVRUD
FRPPLWWHHDSSRLQWHGIRUVXFKSXUSRVHPD\IURPWLPHWRWLPHJUDQWWRGLUHFWRUVRIILFHUV
DQG IXOOWLPH HPSOR\HHV RI RU FRQVXOWDQWV WR WKH &RPSDQ\ RSWLRQV WR DFTXLUH &ODVV$
VXERUGLQDWHYRWLQJVKDUHV8QGHUWKH3ODQWKHH[HUFLVHSULFHRIDQRSWLRQLVEDVHGRQWKH
FORVLQJWUDGLQJSULFHRQWKHGD\SULRUWRWKHJUDQW$QRSWLRQ VPD[LPXPWHUPLV\HDUVDQG
RSWLRQVJHQHUDOO\YHVWLQVL[PRQWKWUDQFKHVRYHUDSHULRGRIWKUHHWRILYH\HDUV&HUWDLQRI
WKH&RPSDQ\ VHPSOR\HHVDQGFRQVXOWDQWVSDUWLFLSDWHLQWKH3ODQLQH[FKDQJHIRUVHUYLFHV
SURYLGHGWRWKH&RPSDQ\
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 6WRFNEDVHGFRPSHQVDWLRQ FRQWLQXHG 
7KHIROORZLQJWDEOHVXPPDUL]HVWKHVWDWXVRIRSWLRQVJUDQWHGWRHPSOR\HHVRIWKH&RPSDQ\
XQGHUWKH3ODQ














1XPEHU



([HUFLVH
SULFH

:HLJKWHG
DYHUDJH
H[HUFLVH
SULFH



2XWVWDQGLQJRSWLRQV$XJXVW 
*UDQWHG
&DQFHOOHG
([HUFLVHG



 
 

















2XWVWDQGLQJRSWLRQV$XJXVW
*UDQWHG
&DQFHOOHG
([HUFLVHG



 
 













2XWVWDQGLQJRSWLRQV$XJXVW 























2SWLRQVH[HUFLVDEOH$XJXVW



7KHIROORZLQJWDEOHVXPPDUL]HVWKHUDQJHRIH[HUFLVHSULFHVDQGWKHZHLJKWHGDYHUDJHSULFHV
RIRXWVWDQGLQJDQGH[HUFLVDEOHRSWLRQVDVDW$XJXVW

 
 
 
([HUFLVHSULFH



2SWLRQV
RXWVWDQGLQJ



2SWLRQV
H[HUFLVDEOH

:HLJKWHG
DYHUDJH
H[HUFLVH
SULFH




 
 
 
 
 
 
 
 






















±
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 6WRFNEDVHGFRPSHQVDWLRQ FRQWLQXHG 
$V DW $XJXVW   WKH ZHLJKWHG DYHUDJH UHPDLQLQJ FRQWUDFWXDO OLIH RI WKH RSWLRQV
H[HUFLVDEOH DQG RXWVWDQGLQJ LV HVWLPDWHG WR EH  DQG  \HDUV UHVSHFWLYHO\  7KH
HVWLPDWHGIDLUYDOXHRIRSWLRQVJUDQWHGGXULQJWKH\HDUVHQGHG$XJXVWDQG
ZDVGHWHUPLQHGRQWKHGDWHRIJUDQWXVLQJWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHOZLWKWKH
IROORZLQJDVVXPSWLRQV

 

)DLUYDOXHRIRSWLRQV
([HUFLVHSULFH
5LVNIUHHLQWHUHVWUDWH
'LYLGHQG\LHOG
9RODWLOLW\IDFWRURIWKHIXWXUHH[SHFWHG
PDUNHWSULFHRIVKDUHV
:HLJKWHGDYHUDJHH[SHFWHGOLIHRIWKHRSWLRQV












±

 


±


\HDUV


\HDUV

'XULQJWKH\HDUHQGHG$XJXVWVWRFNEDVHGFRPSHQVDWLRQUHFRUGHGLQFRQQHFWLRQ
ZLWKVWRFNRSWLRQVLVVXHGE\WKH&RPSDQ\ZDV  
E  6KDUHSXUFKDVHSODQ
7KH&RPSDQ\KDVDVKDUHSXUFKDVHSODQ WKH633 LQRUGHUWRIDFLOLWDWHWKHDFTXLVLWLRQDQG
WKHUHWHQWLRQRI&ODVV$VXERUGLQDWHYRWLQJVKDUHVE\HOLJLEOHSDUWLFLSDQWV7KH633DOORZV
HOLJLEOHSDUWLFLSDQWVWRYROXQWDULO\MRLQLQDVKDUHSXUFKDVHSURJUDP8QGHUWKHWHUPVRIWKH
633HOLJLEOHSDUWLFLSDQWVFDQKDYHXSWRRIWKHLUFRPSHQVDWLRQGHGXFWHGIURPWKHLUSD\
WRFRQWULEXWHWRZDUGVWKHSXUFKDVHRI&ODVV$VXERUGLQDWHYRWLQJVKDUHVRIWKH&RPSDQ\
7KH&RPSDQ\PDNHVDFRQWULEXWLRQHTXDOWRWKHDPRXQWRIWKHFRPSHQVDWLRQFRQWULEXWHGE\
HDFKSDUWLFLSDQW7KH&ODVV$VXERUGLQDWHYRWLQJVKDUHVDUHSXUFKDVHGE\DQLQGHSHQGHQW
EURNHUWKURXJKWKHIDFLOLWLHVRIWKH76;9DQGDUHKHOGE\DFXVWRGLDQRQEHKDOIRIWKH633
SDUWLFLSDQWV'XULQJWKH\HDUHQGHG$XJXVWWKH&RPSDQ\UHFRUGHGDQH[SHQVHRI
DVSDUWRISHUVRQQHOH[SHQVHVUHODWLQJWRLWVSDUWLFLSDWLQJHPSOR\HHVLQWKH633 
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 5HYHQXH
5HYHQXH IURP &DQDGLDQ VRXUFHV IRU WKH \HDU HQGHG $XJXVW   ZDV   
 ZKLOHUHYHQXHIURPQRQ&DQDGLDQVRXUFHV SUHGRPLQDQWO\86$ IRUWKHVDPH\HDUZDV
  ,QFOXGHGZLWKLQUHYHQXHLQLVDQLPPDWHULDODPRXQWRIUHYHQXH
JHQHUDWHGIURPWKH&RPSDQ\ VVSRUWVEHWWLQJEXVLQHVVZKLFKODXQFKHGLQODWH$XJXVW


%DVLFDQGGLOXWHGORVVSHUVKDUH
7KHIROORZLQJWDEOHVHWVIRUWKWKHFRPSXWDWLRQRIEDVLFDQGGLOXWHGORVVSHUVKDUH


 

1HWORVVDYDLODEOHWRVKDUHKROGHUV
EDVLFDQGGLOXWHG


:HLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJ
EDVLFDQGGLOXWHG


/RVVSHUVKDUHEDVLFDQGGLOXWHG






 




 









 

 

'XULQJWKH\HDUHQGHG$XJXVWWKHUHZHUHQRRXWVWDQGLQJVWRFNRSWLRQVRUZDUUDQWV
LQFOXGHGLQWKHFRPSXWDWLRQRIGLOXWHGORVVSHUVKDUHDVWKHLPSDFWZRXOGKDYHEHHQDQWLGLOXWLYH


&DSLWDO
7KH&RPSDQ\LVDXWKRUL]HGWRLVVXHWKHIROORZLQJFDSLWDOVWRFN



VSHFLDOYRWLQJVKDUHV
8QOLPLWHG&ODVV$VXERUGLQDWHYRWLQJVKDUHV
8QOLPLWHGSUHIHUHQFHVKDUHV
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 &DSLWDO FRQWLQXHG 
7KHVSHFLDOYRWLQJVKDUHVHDFKFRQYHUWLEOHLQWRRQH&ODVV$VXERUGLQDWHYRWLQJVKDUHHQWLWOHWKH
KROGHUVWRYRWHVHSDUDWHO\DVDFODVVDQGWRRQHYRWHIRUHDFK VKDUHKHOG,QDGGLWLRQWKHVH
VKDUHV VKDOO KDYH WKH ULJKW WR HOHFW WKDW QXPEHU RI PHPEHUV RI WKH %RDUG RI 'LUHFWRUV RI WKH
&RPSDQ\WKDWZRXOGFRQVWLWXWHDPDMRULW\RIWKHDXWKRUL]HGQXPEHURIGLUHFWRUVRIWKH&RPSDQ\
SOXVWZRVXEMHFWWRWKHULJKWRIWKHKROGHUVRI&ODVV$VXERUGLQDWHYRWLQJVKDUHVWRHOHFWDWOHDVW
WZRPHPEHUVRIWKH%RDUGRI'LUHFWRUV
7KHKROGHUVRI&ODVV$VXERUGLQDWHYRWLQJVKDUHVDUHHQWLWOHGWRRQHYRWHIRUHDFKVKDUHKHOGDW
DOOPHHWLQJVRIWKHVKDUHKROGHUVRWKHUWKDQPHHWLQJVDWZKLFKRQO\WKHKROGHUVRIDQRWKHUFODVV
RUVHULHVRIVKDUHVDUHHQWLWOHGWRYRWHVHSDUDWHO\
7KHSUHIHUHQFHVKDUHVDUHQRQYRWLQJH[FHSWLQFHUWDLQFLUFXPVWDQFHVDQGVKDOOZLWKUHVSHFWWR
WKHSD\PHQWRIGLYLGHQGVDQGWKHGLVVROXWLRQRIDVVHWVLQWKHHYHQWRIOLTXLGDWLRQRUDQ\RWKHU
GLVWULEXWLRQRIDVVHWVUDQNRQDSDULW\ZLWKWKHSUHIHUHQFHVKDUHVRIRWKHUVHULHVDQGEHHQWLWOHG
WRSUHIHUHQFHLQOLTXLGDWLRQRYHUWKHVSHFLDOYRWLQJVKDUHVDQGWKH&ODVV$VXERUGLQDWHYRWLQJ
VKDUHV$VDW$XJXVWDQGQRSUHIHUHQFHVKDUHVKDYHEHHQLVVXHG
3ULYDWHSODFHPHQWRIIHULQJ
2Q 1RYHPEHU   WKH &RPSDQ\ FORVHG D QRQEURNHUHG SULYDWH SODFHPHQW RIIHULQJ RI
&ODVV$VXERUGLQDWHYRWLQJVKDUHVDWDSULFHSHUVKDUHRIIRUQHWSURFHHGVRI
(QWLWLHVFRQWUROOHGDQGGLUHFWHGE\WKH&RPSDQ\ V&KDLUPDQDQG&KLHI([HFXWLYH2IILFHU
DQGDGLUHFWRURIWKH&RPSDQ\SDUWLFLSDWHGLQWKHSULYDWHSODFHPHQWSXUFKDVLQJDQG
VKDUHVUHVSHFWLYHO\
2Q $XJXVW   WKH &RPSDQ\ FORVHG D QRQEURNHUHG SULYDWH SODFHPHQW RIIHULQJ RI
&ODVV$VXERUGLQDWHYRWLQJVKDUHVDWDSULFHRISHUVKDUHIRUQHWSURFHHGVRI
 $Q HQWLW\ FRQWUROOHG DQG GLUHFWHG E\ WKH &RPSDQ\ V &KDLUPDQ DQG &KLHI ([HFXWLYH
2IILFHUSDUWLFLSDWHGLQWKHSULYDWHSODFHPHQWSXUFKDVLQJVKDUHV
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 ,QFRPHWD[HV
5HFRJQL]HGGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHDWWULEXWDEOHWRWKHIROORZLQJ

'HIHUUHGLQFRPHWD[1RQFDSLWDO)LQDQFLQJ
DVVHW OLDELOLW\ 
ORVVHV
7D[FUHGLWV
)HHV





 

 


 
±



1HW


±
±

8QUHFRJQL]HGGHIHUUHGWD[DVVHWV
'HIHUUHGWD[DVVHWVKDYHQRWEHHQUHFRJQL]HGIRUWKHIROORZLQJLWHPVDVPDQDJHPHQWHVWLPDWHG
WKDWLWZRXOGQRWEHSUREDEOHWKDWIXWXUH\HDUV WD[DEOHLQFRPHZLOOEHDYDLODEOHDJDLQVWZKLFKWKH
&RPSDQ\FRXOGXWLOL]HWKHEHQHILWVWKHUHIURP

 

1RQFDSLWDOLQFRPHWD[ORVVFDUU\IRUZDUGV
&DSLWDOORVVHVFDUU\IRUZDUGV
(TXLSPHQWDQGRWKHUGHGXFWLEOHGLIIHUHQFHV

7RWDO






 



 



 

 

$VDW$XJXVWWKH&RPSDQ\KDVWKHIROORZLQJXQUHFRJQL]HGQRQFDSLWDOORVVHVDYDLODEOH
WRUHGXFHIXWXUH\HDUV WD[DEOHLQFRPHIRULQFRPHWD[SXUSRVHV


,QFRPHWD[ORVVHVH[SLULQJLQWKH\HDUHQGLQJ$XJXVW

DQGHDUOLHU
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 ,QFRPHWD[HV FRQWLQXHG 
7KH SURSHUW\ DQG HTXLSPHQW DQG RWKHU GHGXFWLEOH WHPSRUDU\ GLIIHUHQFHV RI   
 GRQRWH[SLUHXQGHUFXUUHQWOHJLVODWLRQ
'XULQJWKH\HDUVHQGHG$XJXVWDQGWKH&RPSDQ\UHFRUGHGFXUUHQWDQGGHIHUUHG
LQFRPHWD[H[SHQVHRIQLO$UHFRQFLOLDWLRQRIWKHLQFRPHWD[H[SHQVHEDVHGRQWKHVWDWXWRU\
LQFRPHWD[UDWHWRWKDWUHFRUGHGLVDVIROORZV

 

,QFRPHWD[UHFRYHU\EDVHGRQWKHFRPELQHG
VWDWXWRU\LQFRPHWD[UDWHRI  
7D[HIIHFWRIQRQGHGXFWLEOHDQGQRQWD[DEOHLWHPV
&XUUHQW\HDUWD[ORVVHVDQGGHGXFWLEOHWHPSRUDU\
GLIIHUHQFHVIRUZKLFKQRGHIHUUHGWD[LVUHFRJQL]HG
8WLOL]DWLRQRIORVVHVSUHYLRXVO\QRWUHFRJQL]HG
7D[UDWHGLIIHUHQFHRQIRUHLJQSURILWRUORVV

,QFRPHWD[H[SHQVH










 


  



 



±


±



±

6XEVHTXHQWHYHQW
2Q 6HSWHPEHU   WKH &RPSDQ\ FORVHG D SULYDWH SODFHPHQW ZLWK D IXQG PDQDJHG DQG
FRQWUROOHGE\)HQJDWH$VVHW0DQDJHPHQW )HQJDWH 7KHSURFHHGVRIWKHSULYDWHSODFHPHQW
ZLOO EHXVHG WR IXQG WKH JURZWK DQG GHYHORSPHQW RI WKH &RPSDQ\ V PHGLD DQG VSRUWV EHWWLQJ
EXVLQHVVHV )HQJDWH SXUFKDVHG D   FRQYHUWLEOH XQVHFXUHG VXERUGLQDWHG
GHEHQWXUHRIWKH&RPSDQ\GXH$XJXVW
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Score Media and Gaming Inc.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
For the Year ended August 31, 2019 and 2018
The following is Management's Discussion and Analysis ("MD&A") of the financial
condition of Score Media and Gaming Inc. (formerly known as theScore Inc.)(“theScore”
or the “Company”) and our financial performance for the year ended August 31, 2019. The
MD&A should be read in conjunction with theScore’s consolidated Financial Statements
for the years ended August 31, 2019 and 2018 and notes thereto. The financial information
presented herein has been prepared in accordance International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
All amounts are in Canadian dollars unless otherwise stated. As a result of the rounding of
dollar differences, certain total dollar amounts in this MD&A may not add exactly to their
constituent amounts. Throughout this MD&A, percentage changes are calculated using
numbers rounded as they appear. This MD&A reflects information as of October 23, 2019.
Certain statements in this MD&A constitute “forward-looking” statements that involve
known and unknown risks, uncertainties and other factors which may cause the actual
results, performance, objectives or achievements of theScore, or industry results, to be
materially different from any future results, performance, objectives or achievements
expressed or implied by such forward-looking statements. Forward looking information
typically contains statements with words such as ‘‘anticipate’’, ‘‘believe’’, ‘‘expect’’,
‘‘plan’’, ‘‘estimate’’, “intend’’, ‘‘will’’, ‘‘may’’, ‘‘should”, “would”, “could” or similar
words suggesting future outcomes. These statements reflect current assumptions and
expectations regarding future events and operating performance as of the date of this
MD&A. These statements reflect theScore’s current views regarding future events and
operating performance, are based on information currently available to theScore, and speak
only as of the date of this MD&A. These forward-looking statements involve a number of
risks, uncertainties and assumptions and should not be read as guarantees of future
performance or results, and will not necessarily be accurate indications of whether or not
such performance or results will be achieved. Many factors could cause the actual results,
performance, objectives or achievements of theScore to be materially different from any
future results, performance, objectives or achievements that may be expressed or implied
by such forward-looking statements.
The principal factors, assumptions and risks that theScore made or took into account in the
preparation of these forward-looking statements include: regulation of gaming industry,
continued support of banks and payment processors, losses with respect to individual
events or betting outcomes, competition in the online and mobile sports betting and media
industry, regulatory investigations, market access limitations, shareholders subject to
extensive governmental regulation, social responsibility concerns, reliance of digital sports
media industry on mobile advertising, the history of operating losses and negative cash
flows, liquidity risks, dependence on key suppliers, mobile device users may choose not to
allow advertising, limited long-term agreements with advertisers that could affect future
revenue streams, substantial capital requirements to carry out business objectives, the
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ability to protect intellectual property rights, the risk of infringement of intellectual
property rights owned by others, maintenance and enhancement of “theScore” brand,
dependence on key personnel and employees, the ability to adapt to rapid technology
development, defects in products, real or perceived inaccuracies in key performance
metrics, restrictions on the collection, storage, retention, transmission and use of user data,
reliance on collaborative partners to provide services and to develop and commercialize
products or services, the ability to expand products into new business areas or new
geographic markets, risks associated with the fantasy sports business, growth-related risks,
capacity constraints and pressure on our internal systems and controls, information
technology defects, reliance on third-party owned communication networks, uncertain
economic health of the wider economy, government regulation of the internet in Canada,
the United States and other jurisdictions, currency fluctuations, changes in taxation,
exposure to taxable presences, risk of litigation, internal controls, credit risk, the use of free
and open source software, the control exerted by Mr. John Levy over voting shares of
theScore, variability in the market price and trading of theScore’s Class A subordinate
voting shares, debt obligations will have a priority over Class A subordinate voting shares
in the event of a liquidation, dissolution or wind-up, dividend policy, the impact of a sale
or potential sale of a large number of Class A subordinate voting shares by existing
shareholders and potential risk of shareholder dilution, which are all discussed in
theScore’s Annual Information Form dated October 23, 2019, which is filed on SEDAR
and available at www.sedar.com.
Additional factors are discussed under the heading "Risk Factors" in theScore’s Annual
Information Form as filed with securities regulatory authorities in Canada and available on
SEDAR at www.sedar.com and elsewhere in documents that theScore files from time to
time with securities regulatory authorities. Should one or more of these risks or
uncertainties materialize, or should assumptions underlying the forward-looking
statements prove incorrect, actual results could differ materially from the expectations
expressed in these forward-looking statements. theScore does not intend, and does not
assume any obligation, to update these forward-looking statements except as required by
applicable law or regulatory requirements.
The Company
Score Media and Gaming Inc. empowers millions of sports fans through our digital media
and sports betting products. Our sports scores and news app ‘theScore’ is one of the most
popular in North America, delivering fans highly personalized live scores, news, stats, and
betting information from their favorite teams, leagues, and players. Our mobile sports
betting app ‘theScore Bet’ delivers an immersive and holistic mobile sports betting
experience. Natively built for iOS and Android devices, theScore Bet is deeply integrated
with theScore’s media app and is currently available to place wagers in New Jersey.
Publicly traded on the TSX Venture Exchange (SCR.TO), we also create and distribute
innovative digital content through our web, social and esports platforms. The Company is
organized and operates as one operating segment for the purpose of making operating
decisions and assessing performance. At August 31, 2019 Score had 5,566 special voting
shares, 356,829,448 Class A shares and 28,301,249 options outstanding.
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Selected Annual Financial Data
The following is selected financial data of theScore for each of the years in the three year
period ended August 31, 2019. theScore utilizes the non-IFRS measure of earnings before
interest, taxes, depreciation and amortization (“EBITDA”) to measure operating
performance (see “EBITDA loss” below).
Year ended August 31,
2019
2018

2017

Statements of comprehensive loss data
Revenue
EBITDA loss
Net loss

$31,121 $27,743 $26,348
(6,494) (2,382) (5,915)
(9,413) (5,914) (9,236)

Loss per share - basic and diluted

$(0.03)

$(0.02)

$(0.03)

Statements of financial position data
Total assets
Dividends paid

$38,680

$22,407

$26,267

nil

nil

nil

Revenue
Revenues for the three months ended August 31, 2019 and 2018 were $6.4 million and
$5.1 million, respectively. Revenues for the year ended August 31, 2019 and 2018 were
$31.1 million and $27.7 million, respectively. Higher sales in the year were a result of
increased direct sales for both Canada and the U.S. theScore recognizes advertising
revenue based on the sale and delivery of advertising impressions on its digital media
platforms.
For the three months ended August 31, 2019 and 2018 revenue from Canadian sources
were $2.7 million and $2.0 million, respectively, while revenue from non-Canadian sources
(predominately the U.S.) for the same period was $3.7 million and $3.1 million,
respectively. For the year ended August 31, 2019 and 2018 revenue from Canadian sources
was $13.1 million and $10.2 million, respectively, while revenue from non-Canadian
sources (predominately the U.S.) for the same period was $18.0 million and $17.5 million,
respectively.
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Total average monthly user sessions of theScore mobile app on iOS and Android was 272
million in Q4 F2019, or 75 sessions-per-user per-month on a base of 3.6 million average
monthly app users*.
Operating Expenses
(in thousands of Canadian dollars)
Three months ended
August 31, 2019
August 31, 2018
Personnel
Content
Technology
Facilities, administrative, and other
Marketing
Depreciation of equipment
Amortization of intangible assets
Stock based compensation

$ 4,647
643
767
3,701
698
105
620
100
$ 11,281

$ 3,563
478
668
2,042
563
107
748
134
$ 8,303

Year ended
August 31, 2019
August 31, 2018
$ 18,818
2,109
3,014
10,641
2,472
396
2,721
561
$ 40,732

$ 16,212
1,771
2,906
6,200
2,490
418
3,391
546
$ 33,934

Operating expenses for the three month period ended August 31, 2019 were $11.3 million
compared to $8.3 million in the same period of the prior year, an increase of $3.0 million.
Operating expenses for the year ended August 31, 2019 were $40.7 million compared to
$33.9 million in the same period of the prior year, an increase of $6.8 million.
Personnel expenses for the three month period ended August 31, 2019 were $4.6 million
compared to $3.6 million in the same period of the prior year, an increase of $1.0 million.
Personnel expenses for the year ended August 31, 2019 were $18.8 million compared to
$16.2 million in the same period of the prior year, an increase of $2.6 million. The increase
for the three months and year ended August 31, 2019 was due to growth in the number of
full time employees to support the Company’s entry into the sports betting business. Full
time personnel as at August 31, 2019 were 210 compared to 192 as at August 31, 2018.
Content expenses for the three month period ended August 31, 2019 were $0.6 million
compared to $0.5 million in the same period of the prior year, an increase of $0.1 million.
Content expenses for the year ended August 31, 2019 were $2.1 million compared to $1.8
million in the same period of the prior year, an increase of $0.3 million. This increase is
primarily the result of higher fees related to content support costs.

*

User metrics refer to audience and engagement numbers for theScore app on iOS and Android.
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Technology expenses for the three month period ended August 31, 2019 were $0.8 million
compared to $0.7 million in the same period of the prior year an increase of $0.1 million.
Technology expenses for the year ended August 31, 2019 were $3.0 million compared to
$2.9 million in the same period of the prior year an increase of $0.1 million.
Facilities, administrative and other expenses for the three month period ended August 31,
2019 were $3.7 million compared to $2.0 million in the same period of the prior year, an
increase of $1.7 million. Facilities, administrative and other expenses for the year ended
August 31, 2019 were $10.6 million compared to $6.2 million in the same period of the
prior year, an increase of $4.4 million. Increases were principally a result of higher
professional fees and gaming-related business development expenses compared to the prior
year.
Marketing expenses for the three month period ended August 31, 2019 were $0.7 million
compared to $0.6 million in the same period of the prior year, an increase of $0.1 million.
Marketing expenses for the year ended August 31, 2019 were $2.5 million consistent with
the same period in the prior year.
Depreciation of property and equipment for the three month period ended August 31, 2019
was $0.1 million consistent with the same period of the prior year. Depreciation of property
and equipment for the year ended August 31, 2019 was $0.4 million consistent with the
same period of the prior year.
Amortization expense for the three month period ended August 31, 2019 was $0.6 million
compared to $0.7 million in the same period of the prior year, a decrease of $0.1 million.
Amortization expense for the year ended August 31, 2019 was $2.7 million compared to
$3.4 million in the same period of the prior year, a decrease of $0.7 million. Decreases
were mainly due to accelerated amortization of certain eSports intangibles in the prior year.
Stock based compensation expense for the three month period ended August 31, 2019 was
$0.1 million consistent with the same period of the prior year. Stock based compensation
expense for the year ended August 31, 2019 was $0.6 million compared to $0.5 million in
the same period of the prior year, an increase of $0.1 million.
Impact of Ontario Interactive Digital Media Tax Credits (“OIDMTC”)
As at August 31, 2019, tax credits recoverable of $1.6 million are included in tax credits
recoverable non-current, in the consolidated statements of financial position (August 31,
2018 - $1.6 million non-current). Tax credits recoverable reflect management's best
estimate of credits that are reasonably assured of realization considering both certificates
of eligibility received from the Ontario Media Development Corporation (“OMDC”) for
specific claims and the OMDC's historical acceptance of expenditures of a similar nature
for refundable credit.
No tax credits were accrued during the years ended August 31, 2019 and 2018.
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EBITDA and Net and Comprehensive losses
theScore utilizes earnings before interest, taxes, depreciation and amortization
(“EBITDA”) to measure operating performance. theScore’s definition of EBITDA
excludes depreciation and amortization, finance (income) expense and income taxes which
in theScore's view do not adequately reflect its core operating results. EBITDA is used in
the determination of short-term incentive compensation for all senior management
personnel.
EBITDA is not a measure of performance under IFRS and should not be considered in
isolation or as a substitute for net and comprehensive income or loss prepared in
accordance with IFRS or as a measure of operating performance or profitability. EBITDA
does not have a standardized meaning prescribed by IFRS and is not necessarily
comparable to similar measures presented by other companies.
The following table reconciles net loss to EBITDA:
(in thousands of Canadian dollars)
Three Months Ended
August 31, 2019
August 31, 2018
Net loss for the period

$

Adjustments:
Depreciation and amortization
Finance (income) expense, net
EBITDA

(4,845)

$

725
(29)
$

(4,149)

$

Year ended
August 31, 2019
August 31, 2018

(3,137) $

(9,413)

857
(71)

3,117
(198)

(2,351) $

(6,494)

$

(5,914)

3,809
(277)
$

(2,382)

EBITDA loss for the three month period ended August 31, 2019 was $4.1 million
compared to $2.4 million in the same period in the prior year, an increase of $1.7 million.
EBITDA loss for the year ended August 31, 2019 was $6.5 million compared to EBITDA
loss of $2.4 million in the same period in the prior year, an increase of $4.1 million.
Net loss for the three month period ended August 31, 2019 was $4.8 million compared to
a loss of $3.1 million in the same period in the prior year, an increase of $1.7 million. Net
loss for the year ended August 31, 2019 was $9.4 million compared to a loss of $5.9 million
in the same period in the prior year, an increase of $3.5 million.
Loss per share for the year ended August 31, 2019 was $0.03 compared to loss per share
of $0.02 in the same period in the prior year
Additions to Intangible Assets
During the year ended August 31, 2019, the Company capitalized internal product
development costs of $3.8 million (August 31, 2018 - $3.1 million). The significant
development projects for the year ended August 31, 2019 consisted of private chat, Follow
Together, as well as new features including a betting data section and a website widget.
The Company has continued developing significant new enhancements to its core
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technology infrastructure as well as development of its sports betting app and related
systems and services.
The Company capitalized internal product development costs during the years ended
August 31, 2019 and 2018 for both new development projects and projects that, in
management’s judgement, represent substantial improvements to existing products. In
assessing whether costs can be capitalized for improvements, management exercises
significant judgement when considering the extent of the improvement and whether it is
substantial, whether it is sufficiently separable and whether expected future economic
benefits are derived from the improvement itself. Factors considered in assessing the
extent of the improvement include, but are not limited to, the degree of change in
functionality and the impact of the project on the ability of the Company to attract users to
its products and increase user engagement with its products. Costs, which do not meet
these criteria, such as enhancements and routine maintenance, are expensed when incurred.
Future economic benefits from these capitalized projects include net cash flows from future
sports betting revenue and future advertising sales, which are dependent upon the ability
of the Company to attract users to its products and increase user engagement with its
products, and may also include anticipated cost savings, depending upon the nature of the
development project.
Consolidated Quarterly Results
The following selected consolidated quarterly financial data of the Company relates to the
preceding eight quarters, inclusive of the quarter ended August 31, 2019.

Quarterly Results
August 31, 2019
May 31, 2019
February 28, 2019
November 30, 2018
August 31, 2018
May 31, 2018
February 28, 2018
November 30, 2017

Revenue
($000’s)
6,407
8,463
6,776
9,475
5,099
7,194
7,099
8,351

EBITDA
($000’s)
(4,149)
(1,120)
(2,189)
964
(2,351)
(44)
(518)
531

Net income
(loss)
($000’s)
(4,845)
(1,727)
(3,004)
163
(3,137)
(894)
(1,623)
(260)

Income (loss) per
share – basic and
diluted
($)
(0.01)
(0.01)
(0.01)
0.00
(0.01)
(0.00)
(0.01)
(0.00)

Use of the Company’s applications has historically reflected the general trends for sports
schedules of the major North American sports leagues. As a result, the Company’s first
fiscal quarter ended November 30 is typically the strongest from a revenue perspective.
Quarterly revenue fluctuations are a combination of the seasonality trend of usage
described above and the market for digital media advertising in Canada and the United
States.
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EBITDA income (loss) and net income (loss) fluctuations are due to changes in
discretionary marketing spend, personnel, costs related to the sports betting business and
infrastructure costs, and seasonal revenue fluctuations.
Liquidity Risk and Capital Resources
Cash and cash equivalents as of August 31, 2019 were $4.0 million compared to $6.3
million as of fiscal year ended August 31, 2018. The company also holds restricted cash
related to customer deposits on the betting platform of $0.7 million.
Liquidity
Liquidity risk is the risk that theScore will not be able to meet its financial obligations as
they fall due. As at August 31, 2019, theScore had cash and cash equivalents of $4.0
million (August 31, 2018 - $6.3 million), restricted cash related to customer deposits on
the betting platform of $0.7 million (August 31, 2018 - nil), accounts receivable of $7.9
million (August 31, 2018 - $5.8 million), non-current tax credits recoverable of $1.6
million (August 31, 2018 - $1.6 million) and accounts payable and accrued liabilities to
third parties of $7.1 million (August 31, 2018 - $3.7 million). Accounts payable and
accrued liabilities have contracted maturities of less than twelve months.
Management prepares budgets and cash flow forecasts to assist in managing liquidity risk.
theScore has a history of operating losses, and can be expected to generate continued
operating losses and negative cash flows in the future while it carries out its current
business plan to further develop and expand its business. theScore can utilize its cash and
cash equivalents to fund its operating and development expenditures.
The Company has available a $5 million demand credit facility with a Canadian chartered
bank. The credit facility is available for working capital purposes and the amount available
is based on a percentage of the Company’s accounts receivable and those of certain of its
subsidiaries. The facility is secured by substantially all of the assets of the Company and
certain of its subsidiaries.
The credit facility bears an interest rate at the lenders Prime rate plus 1.00% per annum.
The credit facility is repayable on demand and is subject to certain financial covenants as
of August 31, 2019 the amount drawn on the facility is nil.
While theScore can utilize its cash, cash equivalents and demand credit facility to fund its
operating and development expenditures, it does not have access to other committed
sources of funding, and depending upon the level of expenditures and whether profitable
operations can be achieved, may be required to seek additional funding in the future.
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Operations
Cash flows used in operating activities for the year ended August 31, 2019 were $5.4
million compared to $0.8 million in the same period of the prior year. The increase in cash
flows used in operations was primarily a result of increases in operating expenses.
Financing
Cash flows provided by financing activities for the year ended August 31, 2019 was $21.8
million compared to $0.3 million in the same period in the prior year. On November 6,
2018 theScore closed a non-brokered private placement offering of 36,956,522 million
Class A subordinate voting shares at a price per share of $0.23 for net proceeds of $8.5
million. On August 9, 2019 theScore closed a private placement offering of 22,222,223
Class A shares at a price per share of $0.59 for net proceeds of $13.2 million.
Investing
Cash used in investing activities for the year ended August 31, 2019 was $18.7 million
compared to $3.2 million in the same period in the prior year. The increase in cash used in
investing activities was due to higher capitalized internal salaries and payments in respect
of gaming rights, market access licenses and licenses under development, and certain
capitalized expenses in connection with the Company’s sports betting business.
Commitments
The Company has no debt guarantees, off-balance sheet arrangements or long-term
obligations other than the content and office lease agreements noted below.
theScore has the following firm commitments under agreements:

(in thousands of Canadian dollars)
Not later than Later than one year and
one year not later than five years
Leases

$

Other contractual agreements
Total

$

972 $

2,027

Later than five
years
$

-

Total
$

2,999

6,975

15,446

1,300

23,721

7,947 $

17,473 $

1,300

$ 26,720

The Company has entered into several new agreements relating to its sports betting
business which has increased future contractual commitments.
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Office lease:
theScore’s current lease agreement is for a 30,881 square foot space at its head office in
Toronto, Ontario, and runs until September 30, 2022.
Related Party Transactions
Entities controlled and directed by theScore’s Chairman and Chief Executive Officer and
a director of theScore participated in the private placement that closed on November 6,
2018 purchasing 13,043,481 and 13,043,478 shares respectively. An entity controlled and
directed by theScore’s Chairman and Chief Executive Officer participated in the private
placement that closed on August 9, 2019 purchasing 2,222,222 shares.
In Fiscal 2013, theScore entered into a lease for a property partially owned by John Levy,
the Chairman and Chief Executive Officer of the Company. The aggregate rent paid during
the year ended August 31, 2019 amounted to $40,000. (2018 - $40,000). The corresponding
payable balances as at August 31, 2019 and August 31, 2018 were nil. These transactions
are recorded at the exchange amount, being the amount agreed upon between the parties.
Financial Instruments and other instruments:
theScore does not have any financial instruments, other than its cash and cash-equivalents,
accounts receivable and accounts payable. The Company’s financial instruments were
comprised of the following as at August 31, 2019; cash and cash equivalents of $4.0
million; restricted cash related to customer deposits on the betting platform of $0.7 million;
accounts receivable of $7.9 million; and accounts payable and accrued liabilities $7.3
million. The Company invested its cash equivalents in government treasury bills and
guaranteed investment certificates. Accounts receivable are carried at amortized cost.
Accounts payable and accrued liabilities are carried at amortized cost, and are primarily
comprised of short-term obligations owing to suppliers related to the Company’s
operations.

Fair Value
Fair value is the estimated amount that the Company would pay or receive to dispose of
financial instruments in an arm’s length transaction between knowledgeable, willing
parties who are under no compulsion to act. The fair value of financial instruments that are
traded in active markets at each reporting date is determined by reference to quoted market
prices, without any deduction for transaction costs. For financial instruments not traded in
an active market, the fair value is determined using appropriate valuation techniques that
are recognized by market participants. Such techniques may include using recent arm’s
length market transactions, reference to the current fair value of another instrument that is
substantially the same, discounted cash flow analysis or other valuation models.
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The fair values of cash and cash equivalents, accounts receivable, and accounts payable
and accrued liabilities were deemed to approximate their carrying amounts due to the
relative short-term nature of these financial instruments.

Customer concentration
As at August 31, 2019, the Company had an accounts receivable balance from a media
agency exceeding 10% of total accounts receivable (August 31, 2018 – two customers).
Concentration of this customer represented 19% of total accounts receivable balance
(August 31, 2018 – 30%).
For the year ended August 31, 2019, sales to one customer, a programmatic network
exceeded 10% of total revenue (year ended August 31, 2018 – two programmatic
networks). For the year ended August 31, 2019, concentration of this customer comprised
10% of total revenue (year ended August 31, 2018 – 12% and 12% respectively).

Recent standards and amendments effective September 1, 2018:
(a) IFRS 9, Financial Instruments ("IFRS 9"):
In July 2014, the IASB issued the final publication of the IFRS 9 standard, which
supersedes International Accounting Standard ("IAS") 39, Financial Instruments:
recognition and measurement ("IAS 39"). IFRS 9 includes revised guidance on the
classification and measurement of financial instruments, new guidance for measuring
impairment on financial assets, and new hedge accounting guidance. The Company
adopted IFRS 9 on September 1, 2018, which replaces IAS 39.
(i)
Classification of financial assets and liabilities
IFRS 9 contains three principal classification categories for financial assets: measured at
amortized cost, fair value through other comprehensive income ("FVOCI"), and fair value
through profit or loss ("FVTPL"). The classification of financial assets under IFRS 9 is
generally based on the business model in which a financial asset is managed and its
contractual cash flow characteristics. The standard replaces the previous classification
categories of held to maturity, loans and receivables, and available for sale under IAS 39.
The two principal classification categories for financial liabilities under IFRS 9 are
amortized cost, and FVTPL.
The adoption of the IFRS 9 has not had a significant impact on the Company's accounting
policies for financial assets and financial liabilities.
(ii)
Impairment of financial assets
IFRS 9 replaces the 'incurred loss' model in IAS 39 with an expected credit loss ("ECL")
model. The new impairment model applies to financial assets carried at amortized cost and
contract assets. The adoption of the new ECL impairment model has not had a significant
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impact on the Company's measurement of impairment losses or on its financial assets
carried at amortized cost and contract assets.
(iii)
Transition
As a result of the adoption of IFRS 9, there was no impact on deficit as at the date of
adoption of September 1, 2018. In making this determination, we note that changes in
accounting policies resulting from the adoption of IFRS 9 have been applied
retrospectively.
(iv)
Classification of financial assets and liabilities on the date of initial application of
IFRS 9.
The following table shows the original measurement categories under IAS 39 and the new
classification and measurement categories under IFRS 9 for each class of the Company's
financial assets and liabilities as at September 1, 2018.

Original
classification
under IAS 39

New
classification
under IFRS 9

Financial assets:
Cash and cash equivalents
Accounts receivable

Designated as
FVTPL

Amortized cost

Loans and
receivables

Amortized cost

Amortized cost

Amortized cost

Financial liabilities:
Accounts payable and accrued liabilities

The application of IFRS 9 resulted in the classifications as set out in the table above.
Accounts receivable that were classified as loans and receivables under IAS 39 are now
classified and measured at amortized cost. There was no change in the carrying amount of
accounts receivable on the date of adoption of IFRS 9 as a result of the change in
classification.
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(b) IFRS 15, Revenue from Contracts with Customers ("IFRS 15"):
IFRS 15 supersedes previous accounting standards for revenue, including IAS 18,
Revenue, and International Financial Reporting Interpretations Committee 13, Customer
Loyalty Programme. IFRS 15 introduced a single model for recognizing revenue from
contracts with customers.
This standard applies to all contracts with customers, with only some exceptions, including
certain contracts accounted for under other IFRS.
The standard requires revenue to be recognized in a manner that depicts the transfer of
promised goods or services to a customer and at an amount that reflects the consideration
expected to be received in exchange for transferring those goods or services. This is
achieved by applying the following five steps:

1. identify the contract with a customer;
2. identify the performance obligations in the contract;
3. determine the transaction price;
4. allocate the transaction price to the performance obligations in the contract; and
5.

recognize revenue when (or as) the entity satisfies a performance obligation.

IFRS 15 also provides guidance relating to the treatment of contract acquisition and
contract fulfillment costs. The Company has adopted IFRS 15 in its consolidated financial
statements for the annual period beginning on September 1, 2018. The application of this
new standard has no significant impact on the Company's reported results with regards to
the timing of recognition and classification of revenue, and the treatment of costs incurred
in acquiring customer contracts. Further, the application of IFRS 15 does not affect the
Company's cash flows from operations or the methods and underlying economics through
which it transacts with its customers.

Recent standards and amendments not yet effective:
(a) IFRS 16, Leases ("IFRS 16"):
IFRS 16 will supersede the current IAS 17, Leases ("IAS 17") standard. IFRS 16
introduces a single accounting model for lessees and for all leases with a term of more than
12 months, unless the underlying asset is of low value. A lessee will be required to
recognize a right-of-use asset, representing its right to use the underlying asset, and a lease
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liability, representing its obligation to make lease payments. The accounting treatment for
lessors will remain largely the same as under IAS 17.
The standard is effective for annual periods beginning on or after January 1, 2019, with
early adoption permitted, but only if the entity is also applying IFRS 15. The Company
has the option to either apply IFRS 16 with full retrospective effect or recognize the
cumulative effect of initially applying IFRS 16 as an adjustment to opening equity at the
date of initial application.
The Company will adopt IFRS 16 in its financial statements for the annual period on
September 1, 2019 using the modified retrospective approach. Comparative information
will not be restated.
The Company is assessing the impact of IFRS 16 on the Company’s consolidated financial
statements. The Company estimated its adoption of the standard will result in an increase
in right-of-use assets and corresponding lease liabilities in its consolidated statement of
financial position, primarily related to the leased office premises. In addition, IFRS 16
replaces the straight-line operating lease expense with depreciation charge for right-of-use
asset and interest expense on lease liabilities, which will result in a decrease in operating
expenses and increase in depreciation expense and increase in financing costs.

Critical accounting estimates and judgements:
The preparation of these consolidated financial statements requires management to make
estimates, judgments and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, revenue and expenses. Actual results could differ
from those estimates. Key areas of estimation and judgment are as follows:
(i)
Intangible assets
Management's judgment is applied, and estimates are used, in determining whether costs
qualify for recognition as internally developed intangible assets.
To be able to recognize an intangible asset, management must demonstrate the item meets
the definition of an intangible asset in IAS 38. Management exercises significant judgment
in determining whether an item meets the identifiability criteria in the definition of an
intangible asset which, in part, requires that the item is capable of being separated or
divided from the Company and sold, transferred or licensed either individually or together
with a related contract or asset, whether or not the Company intends to do so. Judgment is
required to distinguish those expenditures that develop the business as a whole, which
cannot be capitalized as intangible assets and are expensed in the years incurred.
Also, to recognize an intangible asset, management, in its judgment, must demonstrate that
it is probable that expected future economic benefits will flow to the Company and that the
cost of the asset can be measured reliably. Estimates are used to determine the probability
of expected future economic benefits that will flow to the Company. Future economic



DEC201822383193

13DEC201822382066

benefits include net cash flows from the sports betting app as well as net cash flows from
future advertising sales, which are dependent upon the ability of the Company to attract
users to its products and increase user engagement with its products, and may also include
anticipated cost savings, depending upon the nature of the development project.
The Company capitalized internal product development costs during the years ended
August 31, 2019 and 2018 for both new development projects and projects that, in
management's judgment, represent substantial improvements to existing products. In
assessing whether costs can be capitalized for improvements, management exercises
significant judgment when considering the extent of the improvement and whether it is
substantial, whether it is sufficiently separable and whether expected future economic
benefits are derived from the improvement itself. Factors considered in assessing the
extent of the improvement include, but are not limited to, the degree of change in
functionality and the impact of the project on the ability of the Company to attract users to
its products and increase user engagement with its products. Costs which do not meet these
criteria, such as enhancements and routine maintenance, are expensed when incurred.
In addition, the Company uses estimation in determining the measurement of internal
labour costs capitalized to intangible assets. The capitalization estimates are based upon
the nature of the activities the developer performs.
Management's judgment is also used in determining appropriate amortization methods for
intangible assets, and estimates are used in determining the expected useful lives of
amortizable intangible assets.
(ii)
Tax credits
Refundable tax credits related to expenditures to develop digital media products are
recognized when there is reasonable assurance that they will be received and the Company
has and will comply with the conditions associated with the relevant government program.
Management's judgment is required in determining which expenditures and projects are
reasonably assured of compliance with the relevant conditions and criteria and have,
accordingly, met the recognition criteria.
(iii) Impairment of non-financial assets
An impairment test is carried out whenever events or changes in circumstances indicate
that carrying amounts may not be recoverable and is performed by comparing the carrying
amount of an asset or CGU and its recoverable amount. Management's judgment is
required in determining whether an impairment indicator exists. The recoverable amount
is the higher of fair value, less costs to sell, and its value in use over its remaining useful
life.
This valuation process involves the use of methods which use assumptions to estimate
future cash flows. The recoverable amount depends significantly on the discount rate used,
as well as the expected future cash flows and the terminal growth rate used for
extrapolation.
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(iv)
Allowance for doubtful accounts
The valuation of accounts receivable requires valuation estimates to be made by
management. These accounts receivable comprise a large and diverse base of advertisers
dispersed across varying industries and locations that purchase advertising on the
Company's digital media platforms.
The Company determines an allowance for doubtful accounts based on knowledge of the
financial conditions of its customers, the aging of the receivables, customer and industry
concentrations, the current business environment and historical experience. A change in
any of the factors impacting the estimate of the allowance for doubtful accounts will
directly impact the amount of bad debt expense recorded in facilities, administrative and
other expenses.
The loss allowance for trade receivables must be calculated using the expected lifetime
credit loss and recorded at the time of initial recognition.

Subsequent Events
On September 5, 2019 the Company closed a private placement with a fund managed and
controlled by Fengate Asset Management (Fengate). The proceeds of the private placement
will be used to fund the growth and development of the Company’s media and sports
betting businesses. Fengate purchased a $40.0 million 8.00% convertible unsecured
subordinated debenture of the Company, due August 31, 2024.



