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0DQDJHPHQW¶V&RPPHQWVRQ$XGLWHG&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

7KH DFFRPSDQ\LQJ DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI 9LFWRU\ 1LFNHO ,QF DUH WKH UHVSRQVLELOLW\ RI
PDQDJHPHQW  7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG E\ PDQDJHPHQW LQ DFFRUGDQFH ZLWK
LQWHUQDWLRQDO ILQDQFLDO UHSRUWLQJ VWDQGDUGV ³,)56´   :KHUH QHFHVVDU\ PDQDJHPHQW KDV PDGH MXGJHPHQWV DQG
HVWLPDWHV LQ SUHSDULQJ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DQG VXFK VWDWHPHQWV KDYH EHHQ SUHSDUHG ZLWKLQ
DFFHSWDEOHOLPLWVRIPDWHULDOLW\

0DQDJHPHQW PDLQWDLQV DSSURSULDWH V\VWHPV RI LQWHUQDO FRQWURO WR JLYH UHDVRQDEOH DVVXUDQFH WKDW LWV DVVHWV DUH
VDIHJXDUGHGDQGWKHILQDQFLDOUHFRUGVDUHSURSHUO\PDLQWDLQHG

7KH%RDUGRI'LUHFWRUVLVUHVSRQVLEOHIRUHQVXULQJWKDWPDQDJHPHQWIXOILOVLWVUHVSRQVLELOLWLHVIRUILQDQFLDOUHSRUWLQJ
DQG LQWHUQDO FRQWURO DQG H[HUFLVHV WKLV UHVSRQVLELOLW\ SULQFLSDOO\ WKURXJK WKH $XGLW &RPPLWWHH  7KH $XGLW
&RPPLWWHHZKLFKLVFRPSULVHGRI'LUHFWRUVQRQHRIZKRPDUHHPSOR\HHVRURIILFHUVRIWKH&RPSDQ\PHHWVZLWK
PDQDJHPHQW DQG WKH H[WHUQDO DXGLWRUV WR UHYLHZ WKH LQGHSHQGHQW DXGLWRU¶V UHSRUW DQG WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV WR VDWLVI\ LWVHOI WKDW PDQDJHPHQW LV SURSHUO\ GLVFKDUJLQJ LWV UHVSRQVLELOLWLHV WR WKH 'LUHFWRUV ZKR
DSSURYHWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

$ILUPRILQGHSHQGHQW&KDUWHUHG3URIHVVLRQDO$FFRXQWDQWVDSSRLQWHGE\WKHVKDUHKROGHUVDXGLWVWKHFRQVROLGDWHG
ILQDQFLDO VWDWHPHQWV LQ DFFRUGDQFH ZLWK ,)56 DQG SURYLGHV DQ LQGHSHQGHQW SURIHVVLRQDO RSLQLRQ WKHUHRQ  7KH
H[WHUQDO DXGLWRUV KDYH IUHH DQG IXOO DFFHVV WR WKH $XGLW &RPPLWWHH ZLWK UHVSHFW WR WKHLU ILQGLQJV UHJDUGLQJ WKH
IDLUQHVVRIILQDQFLDOUHSRUWLQJDQGWKHDGHTXDF\RILQWHUQDOFRQWUROV
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2SLQLRQ
:H KDYH DXGLWHG WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI 9LFWRU\ 1LFNHO ,QF DQG LWV VXEVLGLDULHV WKH
³&RPSDQ\´ ZKLFKFRPSULVHWKHFRQVROLGDWHGEDODQFHVKHHWVDVDW'HFHPEHUDQG'HFHPEHU
  DQG WKH FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV FRPSUHKHQVLYH ORVV VKDUHKROGHUV  HTXLW\ DQG
FDVK IORZV IRU WKH \HDUV WKHQ HQGHG DQG QRWHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV LQFOXGLQJ D
VXPPDU\RIVLJQLILFDQWDFFRXQWLQJSROLFLHV FROOHFWLYHO\UHIHUUHGWRDVWKHILQDQFLDOVWDWHPHQWV 

,QRXURSLQLRQWKHDFFRPSDQ\LQJILQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWVWKHILQDQFLDO
SRVLWLRQRIWKH&RPSDQ\DVDW'HFHPEHUDQG'HFHPEHUDQGLWVILQDQFLDOSHUIRUPDQFH
DQG LWV FDVK IORZV IRU WKH \HDUV WKHQ HQGHG LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ
6WDQGDUGV

%DVLVIRU2SLQLRQ
:H FRQGXFWHG RXU DXGLW LQ DFFRUGDQFH ZLWK &DQDGLDQ JHQHUDOO\ DFFHSWHG DXGLWLQJ VWDQGDUGV 2XU
UHVSRQVLELOLWLHVXQGHUWKRVHVWDQGDUGVDUHIXUWKHUGHVFULEHGLQWKH$XGLWRU¶V5HVSRQVLELOLWLHVIRUWKH$XGLW
RIWKH)LQDQFLDO6WDWHPHQWVVHFWLRQRIRXUUHSRUW:HDUHLQGHSHQGHQWRIWKH&RPSDQ\LQDFFRUGDQFHZLWK
WKHHWKLFDOUHTXLUHPHQWVWKDWDUHUHOHYDQWWRRXUDXGLWRIWKHILQDQFLDOVWDWHPHQWVLQ&DQDGDDQGZHKDYH
IXOILOOHGRXURWKHUHWKLFDOUHVSRQVLELOLWLHVLQDFFRUGDQFHZLWKWKHVHUHTXLUHPHQWV:HEHOLHYHWKDWWKHDXGLW
HYLGHQFHZHKDYHREWDLQHGLVVXIILFLHQWDQGDSSURSULDWHWRSURYLGHDEDVLVIRURXURSLQLRQ

0DWHULDO8QFHUWDLQW\5HODWHGWR*RLQJ&RQFHUQ
:HGUDZDWWHQWLRQWR1RWHLQWKHILQDQFLDOVWDWHPHQWVZKLFKLQGLFDWHVWKDWDW\HDUHQGFHUWDLQORDQVDQG
ERUURZLQJV ZHUH LQ GHIDXOW DQG GHVFULEHV WKH VLJQLILFDQW OLTXLGLW\ LVVXHV WKH &RPSDQ\ LV IDFLQJ ,Q
DGGLWLRQ QRQH RI WKH &RPSDQ\ V PLQLQJ SURMHFWV KDYH FRPPHQFHG FRPPHUFLDO SURGXFWLRQ DQG
DFFRUGLQJO\WKH&RPSDQ\LVGHSHQGHQWXSRQGHEWRUHTXLW\ILQDQFLQJ VDQGWKHRSWLRQLQJDQGRUVDOHRI
UHVRXUFH RU UHVRXUFHUHODWHG DVVHWV DQGRU WKH DELOLW\ WR JHQHUDWH VXIILFLHQW FDVK IORZ IURP LWV RWKHU
RSHUDWLQJ DFWLYLWLHV IRU LWV IXQGLQJ  7KHVH FRQGLWLRQV DORQJ ZLWK RWKHU PDWWHUV DV VHW IRUWK LQ 1RWH 
LQGLFDWHWKHH[LVWHQFHRIDPDWHULDOXQFHUWDLQW\WKDWFDVWVVLJQLILFDQWGRXEWDERXWWKH&RPSDQ\ VDELOLW\WR
FRQWLQXHDVDJRLQJFRQFHUQ2XURSLQLRQLVQRWPRGLILHGLQUHVSHFWRIWKLVPDWWHU

2WKHU,QIRUPDWLRQ
0DQDJHPHQW LV UHVSRQVLEOH IRU WKH RWKHU LQIRUPDWLRQ  7KH RWKHU LQIRUPDWLRQ FRPSULVHV 0DQDJHPHQW V
'LVFXVVLRQVDQG$QDO\VLV

2XURSLQLRQRQWKHILQDQFLDOVWDWHPHQWVGRHVQRWFRYHUWKHRWKHULQIRUPDWLRQDQGZHGRQRWDQGZLOOQRW
H[SUHVV DQ\ IRUP RI DVVXUDQFH FRQFOXVLRQ WKHUHRQ ,Q FRQQHFWLRQ ZLWK RXU DXGLW RI WKH ILQDQFLDO
VWDWHPHQWVRXUUHVSRQVLELOLW\LVWRUHDGWKHRWKHULQIRUPDWLRQLGHQWLILHGDERYHDQGLQGRLQJVRFRQVLGHU
ZKHWKHU WKH RWKHU LQIRUPDWLRQ LV PDWHULDOO\ LQFRQVLVWHQW ZLWK WKH ILQDQFLDO VWDWHPHQWV RU RXU NQRZOHGJH
REWDLQHGLQWKHDXGLWRURWKHUZLVHDSSHDUVWREHPDWHULDOO\PLVVWDWHG
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2WKHU,QIRUPDWLRQ FRQWLQXHG 
:HREWDLQHG0DQDJHPHQW V'LVFXVVLRQDQG$QDO\VLVSULRUWRWKHGDWHRIWKLVDXGLWRU VUHSRUW,IEDVHGRQ
WKHZRUNZHKDYHSHUIRUPHGRQWKLVRWKHULQIRUPDWLRQZHFRQFOXGHWKDWWKHUHLVDPDWHULDOPLVVWDWHPHQW
RIWKLVRWKHULQIRUPDWLRQZHDUHUHTXLUHGWRUHSRUWWKDWIDFWLQWKLVDXGLWRU VUHSRUW:HKDYHQRWKLQJWR
UHSRUWLQWKLVUHJDUG

5HVSRQVLELOLWLHV RI 0DQDJHPHQW DQG 7KRVH &KDUJHG ZLWK *RYHUQDQFH IRU WKH )LQDQFLDO
6WDWHPHQWV
0DQDJHPHQW LV UHVSRQVLEOH IRU WKH SUHSDUDWLRQ DQG IDLU SUHVHQWDWLRQ RI WKHVH ILQDQFLDO VWDWHPHQWV LQ
DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV DQG IRU VXFK LQWHUQDO FRQWURO DV
PDQDJHPHQWGHWHUPLQHVLVQHFHVVDU\WRHQDEOHWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVWKDWDUHIUHHIURP
PDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRIUDXGRUHUURU

,QSUHSDULQJWKHILQDQFLDOVWDWHPHQWVPDQDJHPHQWLVUHVSRQVLEOHIRUDVVHVVLQJWKH&RPSDQ\¶VDELOLW\WR
FRQWLQXHDVDJRLQJFRQFHUQGLVFORVLQJDVDSSOLFDEOHPDWWHUVUHODWLQJWRJRLQJFRQFHUQDQGXVLQJWKH
JRLQJ FRQFHUQ EDVLV RI DFFRXQWLQJ XQOHVV PDQDJHPHQW HLWKHU LQWHQGV WR OLTXLGDWH WKH &RPSDQ\ RU WR
FHDVHRSHUDWLRQVRUKDVQRUHDOLVWLFDOWHUQDWLYHEXWWRGRVR

7KRVH FKDUJHG ZLWK JRYHUQDQFH DUH UHVSRQVLEOH IRU RYHUVHHLQJ WKH &RPSDQ\¶V ILQDQFLDO UHSRUWLQJ
SURFHVV

$XGLWRU¶V5HVSRQVLELOLWLHVIRUWKH$XGLWRIWKH)LQDQFLDO6WDWHPHQWV
2XUREMHFWLYHVDUHWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHILQDQFLDOVWDWHPHQWVDVDZKROHDUH
IUHH IURP PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR IUDXG RU HUURU DQG WR LVVXH DQ DXGLWRU¶V UHSRUW WKDW
LQFOXGHVRXURSLQLRQ5HDVRQDEOHDVVXUDQFHLVDKLJKOHYHORIDVVXUDQFHEXWLVQRWDJXDUDQWHHWKDWDQ
DXGLWFRQGXFWHGLQDFFRUGDQFHZLWK&DQDGLDQJHQHUDOO\DFFHSWHGDXGLWLQJVWDQGDUGVZLOODOZD\VGHWHFWD
PDWHULDO PLVVWDWHPHQW ZKHQ LW H[LVWV 0LVVWDWHPHQWV FDQ DULVH IURP IUDXG RU HUURU DQG DUH FRQVLGHUHG
PDWHULDOLILQGLYLGXDOO\RULQWKHDJJUHJDWHWKH\FRXOGUHDVRQDEO\EHH[SHFWHGWRLQIOXHQFHWKHHFRQRPLF
GHFLVLRQVRIXVHUVWDNHQRQWKHEDVLVRIWKHVHILQDQFLDOVWDWHPHQWV

$V SDUW RI DQ DXGLW LQ DFFRUGDQFH ZLWK &DQDGLDQ JHQHUDOO\ DFFHSWHG DXGLWLQJ VWDQGDUGV ZH H[HUFLVH
SURIHVVLRQDOMXGJPHQWDQGPDLQWDLQSURIHVVLRQDOVNHSWLFLVPWKURXJKRXWWKHDXGLW:HDOVR




x

,GHQWLI\DQGDVVHVVWKHULVNVRIPDWHULDOPLVVWDWHPHQWRIWKHILQDQFLDOVWDWHPHQWVZKHWKHUGXHWR
IUDXG RU HUURU GHVLJQ DQGSHUIRUP DXGLW SURFHGXUHV UHVSRQVLYH WR WKRVHULVNV DQG REWDLQ DXGLW
HYLGHQFH WKDW LV VXIILFLHQW DQG DSSURSULDWH WR SURYLGH D EDVLV IRU RXU RSLQLRQ 7KH ULVN RI QRW
GHWHFWLQJDPDWHULDOPLVVWDWHPHQWUHVXOWLQJIURPIUDXGLVKLJKHUWKDQIRURQHUHVXOWLQJIURPHUURU
DVIUDXGPD\LQYROYHFROOXVLRQIRUJHU\LQWHQWLRQDORPLVVLRQVPLVUHSUHVHQWDWLRQVRUWKHRYHUULGH
RILQWHUQDOFRQWURO

x

2EWDLQ DQ XQGHUVWDQGLQJ RI LQWHUQDO FRQWURO UHOHYDQW WR WKH DXGLW LQ RUGHU WR GHVLJQ DXGLW
SURFHGXUHV WKDW DUH DSSURSULDWH LQ WKH FLUFXPVWDQFHV EXW QRW IRU WKH SXUSRVH RI H[SUHVVLQJ DQ
RSLQLRQRQWKHHIIHFWLYHQHVVRIWKH&RPSDQ\¶VLQWHUQDOFRQWURO

x

(YDOXDWHWKHDSSURSULDWHQHVVRIDFFRXQWLQJSROLFLHVXVHGDQGWKHUHDVRQDEOHQHVVRIDFFRXQWLQJ
HVWLPDWHVDQGUHODWHGGLVFORVXUHVPDGHE\PDQDJHPHQW
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$XGLWRU¶V5HVSRQVLELOLWLHVIRUWKH$XGLWRIWKH)LQDQFLDO6WDWHPHQWV &RQWLQXHG 
x

&RQFOXGHRQWKHDSSURSULDWHQHVVRIPDQDJHPHQW¶VXVHRIWKHJRLQJFRQFHUQEDVLVRIDFFRXQWLQJ
DQG EDVHG RQ WKH DXGLW HYLGHQFH REWDLQHG ZKHWKHU D PDWHULDO XQFHUWDLQW\ H[LVWV UHODWHG WR
HYHQWV RU FRQGLWLRQV WKDW PD\ FDVW VLJQLILFDQW GRXEW RQ WKH &RPSDQ\¶V DELOLW\ WR FRQWLQXH DV D
JRLQJFRQFHUQ,IZHFRQFOXGHWKDWDPDWHULDOXQFHUWDLQW\H[LVWVZHDUHUHTXLUHGWRGUDZDWWHQWLRQ
LQRXUDXGLWRU¶VUHSRUWWRWKHUHODWHGGLVFORVXUHVLQWKHILQDQFLDOVWDWHPHQWVRULIVXFKGLVFORVXUHV
DUHLQDGHTXDWHWRPRGLI\RXURSLQLRQ2XUFRQFOXVLRQVDUHEDVHGRQWKHDXGLWHYLGHQFHREWDLQHG
XS WR WKH GDWH RI RXU DXGLWRU¶V UHSRUW +RZHYHU IXWXUH HYHQWV RU FRQGLWLRQV PD\ FDXVH WKH
&RPSDQ\WRFHDVHWRFRQWLQXHDVDJRLQJFRQFHUQ

x

(YDOXDWHWKHRYHUDOOSUHVHQWDWLRQVWUXFWXUHDQGFRQWHQWRIWKHILQDQFLDOVWDWHPHQWVLQFOXGLQJWKH
GLVFORVXUHV DQG ZKHWKHU WKH ILQDQFLDO VWDWHPHQWV UHSUHVHQW WKH XQGHUO\LQJ WUDQVDFWLRQV DQG
HYHQWVLQDPDQQHUWKDWDFKLHYHVIDLUSUHVHQWDWLRQ

:H FRPPXQLFDWH ZLWK WKRVH FKDUJHG ZLWK JRYHUQDQFH UHJDUGLQJ DPRQJ RWKHU PDWWHUV WKH SODQQHG
VFRSH DQG WLPLQJ RI WKH DXGLW DQG VLJQLILFDQW DXGLW ILQGLQJV LQFOXGLQJ DQ\ VLJQLILFDQW GHILFLHQFLHV LQ
LQWHUQDOFRQWUROWKDWZHLGHQWLI\GXULQJRXUDXGLW

:H DOVR SURYLGH WKRVH FKDUJHG ZLWK JRYHUQDQFH ZLWK D VWDWHPHQW WKDW ZH KDYH FRPSOLHG ZLWK UHOHYDQW
HWKLFDOUHTXLUHPHQWVUHJDUGLQJLQGHSHQGHQFHDQGWRFRPPXQLFDWHZLWKWKHPDOOUHODWLRQVKLSVDQGRWKHU
PDWWHUV WKDW PD\ UHDVRQDEO\ EH WKRXJKW WR EHDU RQ RXU LQGHSHQGHQFH DQG ZKHUH DSSOLFDEOH UHODWHG
VDIHJXDUGV

7KHHQJDJHPHQWSDUWQHURQWKHDXGLWUHVXOWLQJLQWKLVLQGHSHQGHQWDXGLWRU VUHSRUWLV-RQDWKDQ%ODFN





&KDUWHUHG3URIHVVLRQDO$FFRXQWDQWV/LFHQVHG3XEOLF$FFRXQWDQWV
7RURQWR2QWDULR
$SULO



&RQVROLGDWHG%DODQFH6KHHWV


LQWKRXVDQGVRI8QLWHG6WDWHVGROODUV

$VDW'HFHPEHU



Notes



$66(76
&XUUHQWDVVHWV
&DVK
5HFHLYDEOHV
0DUNHWDEOHVHFXULWLHV
,QYHQWRU\






6
7
8

 

7RWDOFXUUHQWDVVHWV
1RQFXUUHQWDVVHWV
3URSHUW\SODQWDQGHTXLSPHQW
0LQHSURSHUW\DQGGHYHORSPHQWSURMHFW
([SORUDWLRQDQGHYDOXDWLRQSURMHFWV






 
 
 

10
11
12

 
 

7RWDOQRQFXUUHQWDVVHWV
7RWDO$VVHWV
/,$%,/,7,(6$1'6+$5(+2/'(56 (48,7<
&XUUHQWOLDELOLWLHV
7UDGHDQGRWKHUSD\DEOHV
/RDQVDQGERUURZLQJV

  
 

13
14

 

7RWDOFXUUHQWOLDELOLWLHV
1RQFXUUHQWOLDELOLWLHV
/RDQVDQGERUURZLQJV
3DUWLFLSDWLQJ,QWHUHVW
'HIHUUHGWD[OLDELOLW\

14
15
16

.

 
 
 

7RWDOQRQFXUUHQWOLDELOLWLHV

 

7RWDO/LDELOLWLHV

 

6KDUHKROGHUV HTXLW\
6KDUHFDSLWDO
&RQWULEXWHGVXUSOXV
$FFXPXODWHGRWKHUFRPSUHKHQVLYHORVV
'HILFLW



 
 

17

 
 

7RWDOVKDUHKROGHUV HTXLW\
7RWDO/LDELOLWLHVDQG6KDUHKROGHUV (TXLW\
1$785(2)23(5$7,216$1'*2,1*&21&(51 1RWH
7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV


$SSURYHGE\WKH%RDUGRI'LUHFWRUV
VLJQHG 
&\QWKLD37KRPDV
'LUHFWRU








 
 

VLJQHG
0LFKDHO$QGHUVRQ
'LUHFWRU



&RQVROLGDWHG6WDWHPHQWVRI2SHUDWLRQV

LQWKRXVDQGVRI8QLWHG6WDWHVGROODUVH[FHSWSHUVKDUHDPRXQWV

<HDUVHQGHG'HFHPEHU

Notes





6DOHV
&RVWRIJRRGVVROG




*URVVSURILW

  

2SHUDWLQJH[SHQVHV
*HQHUDODQGDGPLQLVWUDWLYH
6KDUHEDVHGSD\PHQWV
$PRUWL]DWLRQRISURSHUW\SODQWDQGHTXLSPHQW
:ULWHGRZQRI0LQHSURSHUW\DQGGHYHORSPHQWSURMHFW
:ULWHGRZQRI([SORUDWLRQ (YDOXDWLRQSURMHFWV

19
10
11
12

 

 
 
 




 
 
 



   

2SHUDWLQJORVV
)LQDQFHLQFRPH
)LQDQFHFRVWV

20
20

 
   

1HWILQDQFHFRVWV

   

/RVVEHIRUHLQFRPHWD[HV

   

,QFRPHWD[UHFRYHU\

21





 

  

1HWORVVIRUWKHSHULRG
/RVVSHUVKDUH
%DVLFDQGGLOXWHGORVVSHUVKDUH

18
   

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV




&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH /RVV ,QFRPH

LQWKRXVDQGVRI8QLWHG6WDWHVGROODUV

<HDUVHQGHG'HFHPEHU

Notes

1HWORVVIRUWKHSHULRG



2WKHUFRPSUHKHQVLYHLQFRPH ORVV  2&,
1HWFKDQJHLQIDLUYDOXHRIILQDQFLDODVVHWV
)RUHLJQH[FKDQJHJDLQ ORVV

7

2WKHUFRPSUHKHQVLYHLQFRPHIRUWKHSHULRG
7RWDO&RPSUHKHQVLYH /RVV ,QFRPHIRUWKHSHULRG
7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV













 
 
 
  





&RQVROLGDWHG6WDWHPHQWVRI6KDUHKROGHUV¶(TXLW\




LQWKRXVDQGVRI8QLWHG6WDWHVGROODUV

Notes

6KDUH
&DSLWDO

$FFXPXODWHG
2WKHU
&RQWULEXWHG &RPSUHKHQVLYH
/RVV ,QFRPH
6XUSOXV

'HILFLW

7RWDO(TXLW\

     

%DODQFHVDVDW-DQXDU\
7RWDOFRPSUHKHQVLYHLQFRPHIRUWKHSHULRG
1HWORVVIRUWKHSHULRG

  

2WKHUFRPSUHKHQVLYHLQFRPH ORVV
1HWFKDQJHLQIDLUYDOXHRIILQDQFLDODVVHWV
)RUHLJQH[FKDQJHRQFKDQJHLQIXQFWLRQDOFXUUHQF\
7RWDORWKHUFRPSUHKHQVLYHLQFRPH
7RWDOFRPSUHKHQVLYHLQFRPHIRUWKHSHULRG


 


 






7UDQVDFWLRQVZLWKRZQHUVUHFRUGHGGLUHFWO\LQHTXLW\
&RQWULEXWLRQVLQWKHSHULRG
,VVXDQFHRIFRPPRQVKDUHVIRUORDQIHH
2SWLRQVJUDQWHGDQGYHVWLQJ






7RWDOFRQWULEXWLRQVE\RZQHUV
7RWDOWUDQVDFWLRQVZLWKRZQHUV

 
 




%DODQFHVDVDW'HFHPEHU

     

17
19



7RWDOFRPSUHKHQVLYHORVVIRUWKHSHULRG
1HW/RVVIRUWKHSHULRG

   

2WKHUFRPSUHKHQVLYHLQFRPH
1HWFKDQJHLQIDLUYDOXHRIILQDQFLDODVVHWV
)RUHLJQH[FKDQJHRQFKDQJHLQIXQFWLRQDOFXUUHQF\

7

7RWDORWKHUFRPSUHKHQVLYHLQFRPH
7RWDOFRPSUHKHQVLYHORVVIRUWKHSHULRG












7UDQVDFWLRQVZLWKRZQHUVUHFRUGHGGLUHFWO\LQHTXLW\
&RQWULEXWLRQVLQWKHSHULRG
,VVXHRIFRPPRQVKDUHVDQGFRQYHUVLRQRSWLRQXSRQ
UHVWUXFWXUHRIGHEW
,VVXDQFHRIFRPPRQVKDUHVIRUORDQIHH
2SWLRQVJUDQWHGDQGYHVWLQJ

 





 

7RWDOFRQWULEXWLRQV
7RWDOWUDQVDFWLRQVZLWKRZQHUV

 
 




%DODQFHVDVDW'HFHPEHU

     

17
17
19

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV







&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV


LQWKRXVDQGVRI8QLWHG6WDWHVGROODUV

<HDUVHQGHG'HFHPEHU
&DVKIORZVIURPRSHUDWLQJDFWLYLWLHV
1HWORVVIRUWKHSHULRG
$GMXVWPHQWVIRU
6KDUHEDVHGSD\PHQWV
$PRUWL]DWLRQRISURSHUW\SODQWDQGHTXLSPHQW
:ULWHGRZQ UHFRYHU\ RILPSDLUHGLQYHQWRU\
:ULWHGRZQRIPLQHSURSHUW\DQGGHYHORSPHQWSURMHFW
:ULWHGRZQRIH[SORUDWLRQDQGHYDOXDWLRQSURMHFWV
1HWILQDQFHFRVWV
,QFRPHWD[UHFRYHU\
1HWFKDQJHLQZRUNLQJFDSLWDO
&KDQJHLQUHFHLYDEOHV
&KDQJHLQLQYHQWRU\
&KDQJHLQWUDGHDQGRWKHUSD\DEOHV



 



 

19
10
8
11
12
20
21







 

6
8
13

   
 
 
  

11
10
6
6
7

 
 
 



 
 
 



  

1HWFDVKSURYLGHG XVHG E\LQYHVWLQJDFWLYLWLHV
&DVKIORZVIURPILQDQFLQJDFWLYLWLHV
1HWUHFHLSWVRIFXUUHQWORDQV
3D\PHQWVXQGHUOHDVHV
5HSD\PHQWRIORDQVDQGLQWHUHVW



   

1HWFDVK XVHG SURYLGHGE\RSHUDWLQJDFWLYLWLHV
&DVKIORZVIURPLQYHVWLQJDFWLYLWLHV
([SHQGLWXUHVRQPLQHSURSHUW\DQGGHYHORSPHQWSURMHFW
3XUFKDVHRISURSHUW\SODQWDQGHTXLSPHQW
,VVXDQFHRIFXUUHQWSURPLVVRU\QRWH
5HFHLSWRIFXUUHQWSURPLVVRU\QRWH
3URFHHGVRQVDOHRIPDUNHWDEOHVHFXULWLHV



Notes

14

 
   
  

1HWFDVKSURYLGHG XVHG E\ILQDQFLQJDFWLYLWLHV

  

1HWGHFUHDVHLQFDVK

  

)RUHLJQH[FKDQJHHIIHFWRQFDVKDQGFDVKHTXLYDOHQWV

  

&DVKEDODQFHDWEHJLQQLQJRIWKHSHULRG

 

&DVKEDODQFHDWHQGRIWKHSHULRG

 

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV





1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
 1$785(2)23(5$7,216$1'*2,1*&21&(51

1DWXUHRI2SHUDWLRQV
9LFWRU\ 1LFNHO ,QF ³9LFWRU\ 1LFNHO´ RU WKH ³&RPSDQ\´  LV D FRPSDQ\ GRPLFLOHG LQ &DQDGD  7KH DGGUHVV RI WKH
&RPSDQ\¶VUHJLVWHUHGRIILFHLV5LFKPRQG6W:HVW6XLWH7RURQWR2QWDULR0+$7KHFRQVROLGDWHG
ILQDQFLDO VWDWHPHQWV DV DW DQG IRU WKH \HDUV HQGHG 'HFHPEHU   DQG  FRPSULVH WKH &RPSDQ\ DQG LWV
VXEVLGLDULHV9LFWRU\6LOLFD/WG ³9LFWRU\6LOLFD´ DQG%*6ROXWLRQV/WG ³%*´ WRJHWKHUUHIHUUHGWRDV³9LFWRU\1LFNHO´
DQGLQGLYLGXDOO\DV³9LFWRU\1LFNHOHQWLWLHV´9LFWRU\1LFNHOZDVSULPDULO\HQJDJHGLQWKHDFTXLVLWLRQH[SORUDWLRQDQG
GHYHORSPHQW RI QLFNHO SURSHUWLHV DQG DVVRFLDWHG SURGXFWV LQ &DQDGD XQWLO WKH VHFRQG TXDUWHU RI  ZKHQ WKH
&RPSDQ\EHFDPHDSURGXFHUDQGVXSSOLHURISUHPLXPIUDFVDQGIURPLWVIUDFVDQGSODQW WKH³33ODQW´ ORFDWHG
QHDU WKH WRZQ RI 6HYHQ 3HUVRQV DSSUR[LPDWHO\  NLORPHWUHV VRXWKZHVW RI 0HGLFLQH +DW $OEHUWD  7KH 3 3ODQW
FRPSULVHVDIXOO\RSHUDWLRQDOZHWSODQWZLWKDQRPLQDOFDSDFLW\RIDSSUR[LPDWHO\WRQVSHUDQQXP ³WSD´ DQG
D GU\ SODQW ZLWK D QRPLQDO FDSDFLW\ RI  WSD  )UDF VDQG LV VSHFLDOL]HG VDQG WKDW LV XVHG DV D SURSSDQW WR
HQKDQFH UHFRYHU\ IURP RLO DQG JDV ZHOOV  7KH &RPSDQ\ ZDV IRUPHG RQ )HEUXDU\   SXUVXDQW WR D SODQ RI
DUUDQJHPHQW


7KH&RPSDQ\LVOLVWHGRQWKH&DQDGLDQ6HFXULWLHV([FKDQJH ³&6(´ XQGHUWKHV\PERO1,

$OOGROODUDPRXQWVDUHTXRWHGLQ8QLWHG6WDWHVGROODUV ³86´RU³86GROODUV´ H[FHSWIRUWKRVHGHQRWHGDV&DQDGLDQ
GROODUV ³&$'´ RU$XVWUDOLDQGROODUV ³$8´ 


*RLQJ&RQFHUQ
7KHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGXVLQJ*HQHUDOO\$FFHSWHG$FFRXQWLQJ3ULQFLSOHV
³*$$3´ DSSOLFDEOHWRDJRLQJFRQFHUQZKLFKFRQWHPSODWHVWKHUHDOL]DWLRQRIDVVHWVDQGVHWWOHPHQWRIOLDELOLWLHVLQ
WKHQRUPDOFRXUVHRIEXVLQHVVDVWKH\FRPHGXH$VDW'HFHPEHUWKH&RPSDQ\KDGDZRUNLQJFDSLWDO
GHILFLHQF\ RI  FDOFXODWHG DV FXUUHQW DVVHWV OHVV FXUUHQW OLDELOLWLHV DQ LQFUHDVH IURP D ZRUNLQJ FDSLWDO
GHILFLHQF\RIDVDW'HFHPEHUPRVWO\GXHWRLQWHUHVWDFFUXHGRQGHEW$W'HFHPEHU
WKHGHEWVRIZHUHWKHODUJHVWIDFWRULQWKH&RPSDQ\¶VZRUNLQJFDSLWDOGHILFLHQF\DVWKH&RPSDQ\ZDVLQ
GHIDXOWRQXQVHFXUHGGHEWDQGUHODWHGLQWHUHVW$VLJQLILFDQWSRUWLRQRIGHEWLVQRZFODVVLILHGDVFXUUHQWOLDELOLWLHV

7KH &RPSDQ\¶V PDLQ DVVHWV DUH LWV QLFNHO SURMHFWV 0LQDJR WKH PRVW DGYDQFHG RI LWV SURMHFWV LV SHUPLWWHG DQG
UHDG\IRUGHYHORSPHQW+RZHYHUGHYHORSPHQWFRVWVDUHLQH[FHVVRI&$'DQGJLYHQWKHFXUUHQWSULFH
RIQLFNHOLWLVXQOLNHO\WKDWILQDQFLQJIRUWKLVSURMHFWZLOOEHDYDLODEOHLQWKHQHDUIXWXUH,IWKH&RPSDQ\LVXQDEOHWR
ILQDQFH DQG GHYHORS WKHVH SURMHFWV WKH SRWHQWLDO UHFRYHU\ YLD VDOH RI WKHVH SURMHFWV PD\ EH EHORZ WKH FXUUHQW
FDUU\LQJ DPRXQWV *LYHQ WKH GHIDXOWV RQ YDULRXV ORDQV GLVFXVVHG EHORZ WKHUH LV DQ LQFUHDVHG ULVN WKDW WKH
&RPSDQ\¶VFUHGLWRUVFRXOGIRUFHWKH&RPSDQ\WROLTXLGDWHLWVFRUHDVVHWVXQGHUOHVVWKDQIDYRXUDEOHWHUPV

2Q$SULOWKH&RPSDQ\DQQRXQFHGWKDWRSHUDWLRQVDWWKH33ODQWZHUHWHPSRUDULO\VXVSHQGHGXQWLOWKH
GHPDQGIRUIUDFVDQGLPSURYHGWKLVWHPSRUDU\VXVSHQVLRQZDVGXHWRWKHGUDPDWLFGHFUHDVHLQHQHUJ\SULFLQJWKDW
EHJDQLQ6LQFH0DUFKVDOHVKDYHEHHQVLJQLILFDQWO\EHORZUDWHVDFKLHYHGGXULQJDQGUHPDLQZHOO
EHORZWKHOHYHOUHTXLUHGWRJHQHUDWHSRVLWLYHFDVKIORZ7KH33ODQWZDVUHVWDUWHGLQ0DUFKDQGFRQWLQXHVWR
RSHUDWHRQDQDVQHHGHGEDVLVLQRUGHUWRIXOILOFXVWRPHUQHHGV,Q2FWREHUWKH&RPSDQ\DQQRXQFHGWKDWLW
KDG FRPSOHWHG WKH UHIXUELVKPHQW RI LWV IUDF VDQG ZDVK SODQW DW WKH 3 3ODQW 7KH ZDVK SODQW LV QRZ RSHUDWLRQDO
HQKDQFLQJ WKH DELOLW\ WR SURGXFH DQG VHOO IUDF VDQG  6DOHV RI IUDF VDQG KDYH \HW WR UHFRYHU WR OHYHOV WKDW ZRXOG
JHQHUDWHSRVLWLYHFDVKIORZ

7KH QHDUWHUP RXWORRN LQ WKH IUDF VDQG PDUNHW UHPDLQV XQFOHDU 7KH 86 GROODU FRQWLQXHV WR QHJDWLYHO\ LPSDFW
GHPDQG IRU KLJKTXDOLW\ :LVFRQVLQ IUDF VDQG LQ &DQDGD DV WKH SULFH IRU &DQDGLDQ IUDF VDQG KDV GURSSHG DQG
VHUYLFH FRPSDQLHV DSSHDU VDWLVILHG ZLWK XVLQJ ORZHUTXDOLW\ GRPHVWLF IUDF VDQG EHFDXVH RI WKH SULFH GLIIHUHQWLDO
FDXVHGPDLQO\E\WKHH[FKDQJHUDWH7KH&RPSDQ\¶VH[LVWLQJLQYHQWRU\LV:LVFRQVLQIUDFVDQGZKLFKLVKLQGHULQJ
LWV DELOLW\ WR LQFUHDVH LWV VDOHV  7KH &RPSDQ\ LV FXUUHQWO\ H[SORULQJ WKH SRVVLELOLW\ RI DGGLQJ GRPHVWLF VDQG WR LWV
LQYHQWRU\LQRUGHUWREHPRUHFRPSHWLWLYHZLWKWKHORZHUSULFHGVDQG

&DVKIORZVIURPIUDFVDQGVDOHVLQZHUHQRWVXIILFLHQWWRSD\ILQDQFLQJFRVWVDQGWKH&RPSDQ\ZDVQRWDEOHWR
PDNHPRVWRILWVLQWHUHVWSD\PHQWVGXHGXULQJDQG

'XULQJ  WKH &RPSDQ\ UHVWUXFWXUHG LWV GHEW WKH ³'HEW 5HVWUXFWXULQJ $JUHHPHQW´  ZLWK KROGHUV RI SURPLVVRU\
FRQYHUWLEOH QRWHV DQG WUDGH FUHGLWRUV E\ LVVXLQJ VKDUHV RI WKH &RPSDQ\ DQG XQVHFXUHG SURPLVVRU\ FRQYHUWLEOH


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
QRWHV ³3URPLVVRU\ &RQYHUWLEOH 1RWHV´  ,Q  WKH &RPSDQ\¶V VHFXUHG GHEW ³6HFXUHG 'HEW´  LQFUHDVHG E\ WKH
DPRXQWRIXQSDLGLQWHUHVWWRDQGWKHPDWXULW\GDWHZDVH[WHQGHGWR-XO\,QWKHPDWXULW\
GDWHRIWKH6HFXUHG'HEWZDVIXUWKHUH[WHQGHGWR-DQXDU\

3XUVXDQW WR WKH WHUPV RI WKH 6HFXUHG 'HEW WKH &RPSDQ\ LV SUHYHQWHG IURP PDNLQJ SD\PHQWV XQGHU RXWVWDQGLQJ
XQVHFXUHGGHEWXQWLOWKH6HFXUHG'HEWLVUHSDLG7KHOHQGHURIWKH6HFXUHG'HEW WKH³6HFXUHG/HQGHU´ SURYLGHGD
IRUEHDUDQFH DJUHHPHQW IRU WKH EDODQFH RI WKH DFFUXHG LQWHUHVW DQG PDGH VKRUW WHUP DGYDQFHV WR FRYHU QRQ
GLVFUHWLRQDU\FRVWV%DUULQJDVLJQLILFDQWLPSURYHPHQWLQWKHVDOHVRIIUDFVDQGWKH&RPSDQ\LVXQOLNHO\WREHDEOH
WR UHSD\ WKH 6HFXUHG 'HEW LQ IXOO ZKHQ LW PDWXUHV LQ -DQXDU\   7KH &RPSDQ\¶V DELOLW\ WR PDNH WKH UHTXLUHG
LQWHUHVWSD\PHQWVLQLVDOVRLQGRXEWDQGGHSHQGHQWXSRQIUDFVDQGVDOHVDQGRUWKLUGSDUW\IXQGLQJRUDVVHW
VDOHV6XEVHTXHQWWR'HFHPEHUWKH&RPSDQ\ZDVXQDEOHWRPDNHLWVLQWHUHVWSD\PHQWGXHRQ0DUFK
7KH&RPSDQ\¶V6HFXUHG/HQGHUFRQWLQXHVWRGHPRQVWUDWHLWVFRPPLWPHQWWRHQVXULQJWKHSURWHFWLRQRIWKH
&RPSDQ\¶V FRUH DVVHWV E\ SURYLGLQJ ZRUNLQJ FDSLWDO DGYDQFHV DQG IRUEHDUDQFH DJUHHPHQWV ZLWK UHVSHFW WR WKH
LQWHUHVW GXH XQGHU WKH 6HFXUHG 'HEW 6KRXOG WKH VXSSRUW RI WKH 6HFXUHG /HQGHU FKDQJH WKH JRLQJ FRQFHUQ
DVVXPSWLRQZRXOGEHLQGRXEW

'XULQJDOORIWKHSURPLVVRU\FRQYHUWLEOHQRWHKROGHUVSDUWLFLSDWHGLQWKH'HEW5HVWUXFWXULQJ$JUHHPHQWH[FHSW
IRURQHKROGHURIDSURPLVVRU\FRQYHUWLEOHQRWH WKH³2XWVWDQGLQJ1RWH´ ,Q0DUFKWKH&RPSDQ\
DQQRXQFHG WKDW LW KDG UHFHLYHG QRWLFH WKDW WKH KROGHU RI WKH 2XWVWDQGLQJ 1RWH KDG ILOHG D VWDWHPHQW RI FODLP
FRQFHUQLQJ QRQSD\PHQW RI SULQFLSDO DQG LQWHUHVW  7KH &RPSDQ\ KDV UHYLHZHG WKH VWDWHPHQW RI FODLP ZLWK OHJDO
FRXQVHOWRDVVHVVLWVLPSDFWRQWKH&RPSDQ\DQGKDVFRQFOXGHGWKDWWKHUHLVQRVLJQLILFDQWLPSDFWRQWKHVWDWXVRI
WKH&RPSDQ\¶VGHEW7KH2XWVWDQGLQJ1RWHPDWXUHGLQ-XO\DQGWKH&RPSDQ\KDVEHHQXQDEOHWRUHSD\WKH
DPRXQWVRZLQJDQGLQWHUHVWSD\PHQWVGXHZKLFKKDVUHVXOWHGLQWKH&RPSDQ\GHIDXOWLQJRQWKHQRWH

7KH&RPSDQ\KDVQRWSDLGLQWHUHVWSD\PHQWVGXHRQLWV3URPLVVRU\&RQYHUWLEOH1RWHVZKLFKKDVUHVXOWHGLQWKH
&RPSDQ\GHIDXOWLQJRQDSRUWLRQRIWKHVHQRWHV

2Q-XO\WKH&RPSDQ\REWDLQHGDSSURYDOIURPFHUWDLQKROGHUVRI3URPLVVRU\&RQYHUWLEOH1RWHVDPRXQWLQJ
WR &$' DQG  WR H[WHQG WKH PDWXULW\ GDWH WR -DQXDU\   IURP -XO\   XSRQ WKH
LVVXDQFHRIDQDJJUHJDWHWRWDORIFRPPRQVKDUHVRIWKH&RPSDQ\7KHEDODQFHRIWKHSURPLVVRU\QRWHV
UHPDLQLQGHIDXOW

7KH DELOLW\ RI WKH &RPSDQ\ WR FRQWLQXH DV D JRLQJ FRQFHUQ LV KHDYLO\ GHSHQGHQW RQ WKH FRQWLQXHG VXSSRUW RI LWV
OHQGHUVDQGWKHIUDFVDQGPDUNHWLPSURYLQJERWKLQGHPDQGDQGLQSULFHDQGWKH&RPSDQ\¶VDELOLW\WRUHVXPHIXOO
RSHUDWLRQV DW LWV 3 3ODQW  ,Q DGGLWLRQ WR WKH OLTXLGLW\ DQG VROYHQF\ XQFHUWDLQWLHV GHVFULEHG DERYH WKH DELOLW\ WR
UHVXPHIXOORSHUDWLRQVDWWKH33ODQWZLOOUHTXLUHDGGLWLRQDOILQDQFLQJ,QRUGHUWRUHVXPHSXUFKDVLQJDQGVKLSSLQJ
VXSSOLHV RI IUDF VDQG DQG IXOO RSHUDWLRQV DW WKH 3 3ODQW WKH &RPSDQ\ ZLOO UHTXLUH DGGLWLRQDO ZRUNLQJ FDSLWDO $V
QRWHG WKH &RPSDQ\¶V 6HFXUHG /HQGHU KDV EHHQ VXSSRUWLYH WR GDWH +RZHYHU WKHUH DUH QR DVVXUDQFHV WKDW WKH
&RPSDQ\ZLOOEHDEOHWRREWDLQWKHZRUNLQJFDSLWDOWRUHVXPHRSHUDWLRQVDWWKHOHYHOVXIILFLHQWWRJHQHUDWHFDVKIORZV
WRUHSD\LWVRXWVWDQGLQJREOLJDWLRQV

7KH &RPSDQ\ KDV FXW QRQHVVHQWLDO FRVWV LQ DQ HIIRUW WR UHGXFH RSHUDWLQJ ORVVHV DQG KDV GHIHUUHG SD\PHQWV
ZKHUHYHUSRVVLEOH'XULQJDQGWKH&RPSDQ\ZLWKWKHDJUHHPHQWRILWV6HFXUHG/HQGHUVROGQRQFRUH
DVVHWVWRSURYLGHRSHUDWLQJIXQGV6XEVHTXHQWWR'HFHPEHUWKH&RPSDQ\OLTXLGDWHGWKHUHPDLQGHURILWV
PDUNHWDEOHVHFXULWLHVHOLPLQDWLQJWKLVVRXUFHRIIXQGVIRURSHUDWLRQV+RZHYHUZLWKRXWDQLQMHFWLRQRIFDSLWDODQGRU
XQWLO WKH GHPDQG DQG SULFLQJ IRU IUDF VDQG UHWXUQV WR SUH OHYHOV WKH &RPSDQ\ ZLOO QRW EH DEOH WR PHHW LWV
RXWVWDQGLQJ REOLJDWLRQV RU DQ\ QHZ REOLJDWLRQV DV WKH\ EHFRPH GXH 7KH GHIDXOWV RQ WKH &RPSDQ\¶V H[LVWLQJ
REOLJDWLRQVDGGWRWKHFKDOOHQJHRIREWDLQLQJDGGLWLRQDOFDSLWDO

7KHUH FDQ EH QR DVVXUDQFH WKDW WKH &RPSDQ\ ZLOO EH DEOH WR UHVWUXFWXUH LWV GHEW IXUWKHU DQGRU UHFDSLWDOL]H DQG
WKHUH LV QR FHUWDLQW\ DV WR ZKDW IXUWKHU VWHSV LI DQ\ WKH VHFXUHG DQG XQVHFXUHG OHQGHUV PD\ WDNH  7R GDWH
PDQDJHPHQW DQG WKH ERDUG RI GLUHFWRUV KDYH UHGXFHG DQGRU GHIHUUHG VDODULHV DQG GLUHFWRU IHHV XQWLO EXVLQHVV
UHFRYHUV EXW WKHUH LV QR FHUWDLQW\ WKDW WKLV ZLOO FRQWLQXH 0DQDJHPHQW VDODU\ UHGXFWLRQV DQGRU GHIHUUDOV SXW WKH
&RPSDQ\DWULVNRIEHLQJXQDEOHWRUHWDLQNH\SHUVRQQHO

,QDGGLWLRQWRWKHDERYHOLTXLGLW\LVVXHVWKH&RPSDQ\LVVXEMHFWWRWKHULVNVDQGFKDOOHQJHVH[SHULHQFHGE\RWKHU
FRPSDQLHVDWDFRPSDUDEOHVWDJH7KHVHULVNVLQFOXGHEXWDUHQRWOLPLWHGWRFRQWLQXLQJORVVHVGHSHQGHQFHRQNH\


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
LQGLYLGXDOVDQGWKHDELOLW\WRVHFXUHDGHTXDWHILQDQFLQJRUWRFRPSOHWHFRUSRUDWHWUDQVDFWLRQVWRPHHWWKHPLQLPXP
FDSLWDOUHTXLUHGWRVXFFHVVIXOO\IXQGLWVSURMHFWVDQGRSHUDWLQJH[SHQVHV

1RQHRIWKH&RPSDQ\¶VPLQLQJSURMHFWVKDYHFRPPHQFHGFRPPHUFLDOSURGXFWLRQDQGDFFRUGLQJO\WKH&RPSDQ\LV
GHSHQGHQW XSRQ GHEW RU HTXLW\ ILQDQFLQJV WKH RSWLRQLQJ DQGRU VDOH RI UHVRXUFH RU UHVRXUFHUHODWHG DVVHWV RU
LQWHUHVWV H[SORUDWLRQ UHVXOWV ZKLFK KDYH WKH SRWHQWLDO IRU WKH GLVFRYHU\ RI HFRQRPLFDOO\UHFRYHUDEOH UHVHUYHV DQG
UHVRXUFHV DQGRU WKH DELOLW\ WR JHQHUDWH VXIILFLHQW FDVK IORZ IURP LWV RWKHU RSHUDWLQJ DFWLYLWLHV IRU LWV IXQGLQJ
'HYHORSPHQW RI WKH &RPSDQ\¶V FXUUHQW QLFNHO PLQLQJ SURMHFWV WR WKH SURGXFWLRQ VWDJH ZLOO UHTXLUH VLJQLILFDQW
ILQDQFLQJ*LYHQWKHFXUUHQWHFRQRPLFFOLPDWHLQFOXGLQJWKHORZQLFNHOSULFHDQGWKH&RPSDQ\¶VH[LVWLQJOLTXLGLW\
FKDOOHQJHVWKHDELOLW\WRUDLVHVXIILFLHQWIXQGVZLOOEHGLIILFXOW

6KRXOG WKH &RPSDQ\ QRW EH DEOH WR RYHUFRPH WKH ULVNV GHVFULEHG LQ WKLV VHFWLRQ WKH FDUU\LQJ YDOXH RI WKH
&RPSDQ\¶VDVVHWVZRXOGEHVXEMHFWWRPDWHULDODGMXVWPHQWDQGLQDGGLWLRQRWKHUDGMXVWPHQWVPD\EHQHFHVVDU\WR
WKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVVKRXOGVXFKDGYHUVHHYHQWVLPSDLUWKH&RPSDQ\¶VDELOLW\WRFRQWLQXHDVD
JRLQJ FRQFHUQ DV FRQWHPSODWHG XQGHU *$$3 7KHUH LV QR FHUWDLQW\ WKDW WKH &RPSDQ\ ZLOO EH DEOH WR JHQHUDWH
VXIILFLHQW FDVK WR IXQG LWV DFWLYLWLHV LQFOXGLQJ GHEW VHUYLFLQJ SURMHFW H[SHQGLWXUHV DQG FRUSRUDWH FRVWV  7KHVH
FRQGLWLRQV LQGLFDWH WKH H[LVWHQFH RI D PDWHULDO XQFHUWDLQW\ WKDW PD\ FDVW VLJQLILFDQW GRXEW DERXW WKH &RPSDQ\¶V
DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ )DLOXUH WR FRQWLQXH DV D JRLQJ FRQFHUQ ZRXOG UHTXLUH WKDW WKH &RPSDQ\¶V
DVVHWVDQGOLDELOLWLHVEHUHVWDWHGRQDOLTXLGDWLRQEDVLVZKLFKZRXOGGLIIHUVLJQLILFDQWO\IURPWKHJRLQJFRQFHUQEDVLV

 %$6,62)35(3$5$7,21

D  6WDWHPHQWRI&RPSOLDQFH
7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV KDYH EHHQ SUHSDUHG XVLQJ DFFRXQWLQJ SROLFLHV FRQVLVWHQW ZLWK ,)56 DQG LWV
LQWHUSUHWDWLRQV DGRSWHG E\ WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGV %RDUG ³,$6%´   7KH DFFRXQWLQJ SROLFLHV
PHWKRGV RI FRPSXWDWLRQ DQG SUHVHQWDWLRQ DSSOLHG LQ WKHVH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DUH FRQVLVWHQW ZLWK
WKRVHRIWKHSUHYLRXVILVFDO\HDU


7KHPDQDJHPHQWRIWKH&RPSDQ\SUHSDUHVWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZKLFKDUHWKHQUHYLHZHGE\WKH
$XGLW&RPPLWWHHDQGWKH%RDUGRI'LUHFWRUV7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZHUHDXWKRUL]HGIRULVVXHE\WKH
%RDUGRI'LUHFWRUVRQ$SULODQGDUHPDGHDYDLODEOHWRVKDUHKROGHUVDQGRWKHUVWKURXJKILOLQJRQ6('$5
VKRUWO\WKHUHDIWHU

E  %DVLVRI0HDVXUHPHQW
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGRQWKHKLVWRULFFRVWEDVLVH[FHSWIRUGHULYDWLYHILQDQFLDO
LQVWUXPHQWVVXFKDVZDUUDQWVDQGWKH3DUWLFLSDWLQJ,QWHUHVW DVGHVFULEHGLQ1RWH ZKLFKDUHPHDVXUHGDWIDLU
YDOXHZLWKFKDQJHVWKURXJKRSHUDWLRQVDQGILQDQFLDODVVHWVVXFKDVPDUNHWDEOHVHFXULWLHVZKLFKDUHPHDVXUHGDW
IDLUYDOXHZLWKFKDQJHVWKURXJKRWKHUFRPSUHKHQVLYHLQFRPHRUORVV ³2&,´ 


F  )XQFWLRQDODQG3UHVHQWDWLRQ&XUUHQF\
8QGHU,)56DQHQWLW\¶VIXQFWLRQDOFXUUHQF\VKRXOGUHIOHFWWKHXQGHUO\LQJWUDQVDFWLRQVHYHQWVDQGFRQGLWLRQVUHOHYDQW
WR WKH HQWLW\  5HYHQXHV DQG VLJQLILFDQW H[SHQVHV RI WKH &RPSDQ\¶V RSHUDWLQJ HQWLW\ DUH GULYHQ E\ SULFHV LQ 86
'ROODUVZKLFKLQIOXHQFHPDQDJHPHQWV¶SULPDU\RSHUDWLQJFDSLWDODQGILQDQFLQJGHFLVLRQV


7KHVH ILQDQFLDO VWDWHPHQWV DUH SUHVHQWHG LQ 86 GROODUV ZKLFK LV WKH &RPSDQ\¶V IXQFWLRQDO FXUUHQF\  $OO ILQDQFLDO
LQIRUPDWLRQLVH[SUHVVHGLQ86GROODUVXQOHVVRWKHUZLVHVWDWHGWDEXODUDPRXQWVDUHVWDWHGLQWKRXVDQGVRIGROODUV


G  &RPSDUDWLYH)LJXUHV
&RPSDUDWLYHILJXUHVKDYHEHHQUHFODVVLILHGWRFRQIRUPZLWKSUHVHQWDWLRQXVHGLQWKHFXUUHQW\HDU

H  8VHRI(VWLPDWHVDQG-XGJHPHQWV
7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV LQ FRQIRUPLW\ ZLWK ,)56 UHTXLUHV PDQDJHPHQW WR PDNH HVWLPDWHV
MXGJHPHQWVDQGDVVXPSWLRQVWKDWDIIHFWWKHDSSOLFDWLRQRIDFFRXQWLQJSROLFLHVDQGWKHUHSRUWHGDPRXQWVRIDVVHWV
OLDELOLWLHVLQFRPHDQGH[SHQVHV$FWXDOUHVXOWVPD\GLIIHUIURPWKHVHHVWLPDWHV


,W LV UHDVRQDEO\ SRVVLEOH WKDW RQ WKH EDVLV RI H[LVWLQJ NQRZOHGJH RXWFRPHV LQ WKH QH[W ILQDQFLDO \HDU WKDW DUH
GLIIHUHQW IURP WKH DVVXPSWLRQV XVHG FRXOG UHTXLUH D PDWHULDO DGMXVWPHQW WR WKH FDUU\LQJ DPRXQW RI WKH DVVHW RU
OLDELOLW\DIIHFWHG




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
7KHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHDOODGMXVWPHQWVWKDWDUHLQWKHRSLQLRQRIPDQDJHPHQW
QHFHVVDU\IRUIDLUSUHVHQWDWLRQ
Significant estimates and assumptions
(VWLPDWHVDQGXQGHUO\LQJDVVXPSWLRQVDUHUHYLHZHGRQDQRQJRLQJEDVLV5HYLVLRQVWRDFFRXQWLQJHVWLPDWHVDUH
UHFRJQL]HGLQWKHSHULRGLQZKLFKWKHHVWLPDWHVDUHUHYLVHGDQGLQDQ\IXWXUHSHULRGVDIIHFWHG


,QIRUPDWLRQUHJDUGLQJVLJQLILFDQWDUHDVRIHVWLPDWLRQXQFHUWDLQW\PDGHLQDSSO\LQJDFFRXQWLQJSROLFLHVWKDWKDYHWKH
PRVW VLJQLILFDQW HIIHFW RQ WKH DPRXQWV UHFRJQL]HG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV LV LQFOXGHG LQ WKH
IROORZLQJQRWHV


x
x
x
x
x
x
x



x
x

1RWH±YDOXDWLRQRILQYHQWRU\
1RWH±PHDVXUHPHQWRIWKHUHFRYHUDEOHDPRXQWRISURSHUW\SODQWDQGHTXLSPHQW
1RWH±PHDVXUHPHQWRIWKHUHFRYHUDEOHDPRXQWRIPLQHSURSHUW\DQGGHYHORSPHQWSURMHFW
1RWH±PHDVXUHPHQWRIWKHUHFRYHUDEOHDPRXQWRIH[SORUDWLRQDQGHYDOXDWLRQSURMHFWV
1RWH±PHDVXUHPHQWDQGYDOXDWLRQRIWKHHPEHGGHGGHULYDWLYHVLQSURPLVVRU\FRQYHUWLEOHQRWHV
1RWH±PHDVXUHPHQWDQGWKHYDOXDWLRQRIWKHIDLUYDOXHRIGHEWLVVXHGLQWKHUHVWUXFWXULQJ
1RWH  ± PHDVXUHPHQW DQG YDOXDWLRQ RI WKH FXUUHQW SRUWLRQ RI WKH 6HQLRU 6HFXUHG 'HEW XQGHU WKH FDVK
VZHHSWHUPV
1RWH±PHDVXUHPHQWDQGYDOXDWLRQRIWKH3DUWLFLSDWLQJ,QWHUHVWDQG
1RWH±PHDVXUHPHQWRIVKDUHEDVHGSD\PHQWV

Significant judgements
-XGJHPHQWV DUH UHYLHZHG RQ DQ RQJRLQJ EDVLV  &KDQJHV UHVXOWLQJ IURP WKH HIIHFWV RI DPHQGHG MXGJHPHQWV DUH
UHFRJQL]HG LQ WKH SHULRG LQ ZKLFK WKH FLUFXPVWDQFH JLYLQJ ULVH WR WKH FKDQJH RFFXUV DQG LQ DQ\ IXWXUH SHULRGV
SUHVHQWHG,QIRUPDWLRQUHJDUGLQJVLJQLILFDQWDUHDVRIFULWLFDOMXGJHPHQWVPDGHLQDSSO\LQJDFFRXQWLQJSROLFLHVWKDW
KDYHWKHPRVWVLJQLILFDQWHIIHFWRQWKHDPRXQWVUHFRJQL]HGLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLVLQFOXGHGLQWKH
IROORZLQJQRWHV




x
x
x
x
x
x
x
x
x

1RWH±JRLQJFRQFHUQDVVHVVPHQW
1RWH±GHWHUPLQDWLRQRIWKHIXQFWLRQDOFXUUHQF\IRUWKH&RPSDQ\DQGLWVVXEVLGLDULHV
1RWH±LPSDLUPHQWRILQYHQWRU\
1RWHLPSDLUPHQWRISURSHUW\SODQWDQGHTXLSPHQW
1RWH±FODVVLILFDWLRQRIH[SHQGLWXUHVDVPLQHSURSHUW\DQGGHYHORSPHQWSURMHFWRURSHUDWLQJH[SHQVHV
1RWH±FODVVLILFDWLRQRIH[SHQGLWXUHVDVH[SORUDWLRQDQGHYDOXDWLRQSURMHFWVRURSHUDWLQJH[SHQVHV
1RWH±LPSDLUPHQWRIPLQHSURSHUW\DQGGHYHORSPHQWSURMHFW
1RWH±LPSDLUPHQWRIH[SORUDWLRQDQGHYDOXDWLRQSURMHFWVDQG
1RWH±UHFRYHUDELOLW\RIGHIHUUHGWD[DVVHWV

 6,*1,),&$17$&&2817,1*32/,&,(6

7KHDFFRXQWLQJSROLFLHVRIWKH&RPSDQ\DUHVHWRXWLQGHWDLOEHORZ6XFKSROLFLHVKDYHEHHQDSSOLHGFRQVLVWHQWO\E\
DOO9LFWRU\1LFNHOHQWLWLHVDQGWRDOOSHULRGVSUHVHQWHGLQWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

D  %DVLVRI&RQVROLGDWLRQ
Subsidiary
$VXEVLGLDU\LVDQHQWLW\FRQWUROOHGE\9LFWRU\1LFNHO&RQWUROH[LVWVZKHQ9LFWRU\1LFNHOKDVWKHSRZHUWRJRYHUQWKH
ILQDQFLDODQGRSHUDWLQJSROLFLHVRIDQHQWLW\VRDVWRREWDLQEHQHILWVIURPLWVDFWLYLWLHV,QDVVHVVLQJFRQWUROSRWHQWLDO
YRWLQJ ULJKWV WKDW FXUUHQWO\ DUH H[HUFLVDEOH DUH WDNHQ LQWR DFFRXQW  7KH ILQDQFLDO VWDWHPHQWV RI VXEVLGLDULHV DUH
LQFOXGHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV IURP WKH GDWH WKDW FRQWURO FRPPHQFHV XQWLO WKH GDWH WKDW FRQWURO
FHDVHV7KHDFFRXQWLQJSROLFLHVRIVXEVLGLDULHVDOLJQZLWKWKHSROLFLHVDGRSWHGE\9LFWRU\1LFNHO

Transactions eliminated on consolidation
,QWHUFRPSDQ\ EDODQFHV DQG WUDQVDFWLRQV DQG DQ\ XQUHDOL]HG LQFRPH DQG H[SHQVHV DULVLQJ IURP LQWHUFRPSDQ\
WUDQVDFWLRQV DUH HOLPLQDWHG LQ SUHSDULQJ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV  8QUHDOL]HG JDLQV DULVLQJ IURP
WUDQVDFWLRQVZLWKHTXLW\DFFRXQWHGLQYHVWHHVDUHHOLPLQDWHGDJDLQVWWKHLQYHVWPHQWWRWKHH[WHQWRI9LFWRU\1LFNHO¶V
LQWHUHVWLQWKHLQYHVWHH8QUHDOL]HGORVVHVDUHHOLPLQDWHGLQWKHVDPHZD\DVXQUHDOL]HGJDLQVEXWRQO\WRWKHH[WHQW
WKDWWKHUHLVQRHYLGHQFHRILPSDLUPHQW


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)


E  )RUHLJQ&XUUHQF\
Foreign currency transactions
7UDQVDFWLRQVLQIRUHLJQFXUUHQFLHVDUHWUDQVODWHGWRWKHUHVSHFWLYHIXQFWLRQDOFXUUHQF\RI9LFWRU\1LFNHODWH[FKDQJH
UDWHV DW WKH GDWHV RI WKH WUDQVDFWLRQV  0RQHWDU\ DVVHWV DQG OLDELOLWLHV GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DW WKH
UHSRUWLQJGDWHDUHUHWUDQVODWHGWRWKHIXQFWLRQDOFXUUHQF\DWWKHH[FKDQJHUDWHDW WKDWGDWH 7KH IRUHLJQ FXUUHQF\
JDLQRUORVVRQPRQHWDU\LWHPVLVWKHGLIIHUHQFHEHWZHHQDPRUWL]HGFRVWLQWKHIXQFWLRQDOFXUUHQF\DWWKHEHJLQQLQJ
RI WKH SHULRG DGMXVWHG IRU HIIHFWLYH LQWHUHVW DQG SD\PHQWV GXULQJ WKH SHULRG DQG WKH DPRUWL]HG FRVW LQ IRUHLJQ
FXUUHQF\WUDQVODWHGDWWKHH[FKDQJHUDWHDWWKHHQGRIWKHSHULRG1RQPRQHWDU\DVVHWVDQGOLDELOLWLHVGHQRPLQDWHG
LQIRUHLJQFXUUHQFLHVWKDWDUHPHDVXUHGDWIDLUYDOXHDUHUHWUDQVODWHGWRWKHIXQFWLRQDOFXUUHQF\DWWKHH[FKDQJHUDWH
DWWKHGDWHWKDWWKHIDLUYDOXHZDVGHWHUPLQHG)RUHLJQFXUUHQF\GLIIHUHQFHVDULVLQJRQUHWUDQVODWLRQDUHUHFRJQL]HG
WKURXJKRSHUDWLRQVH[FHSWIRUGLIIHUHQFHVDULVLQJRQWKHUHWUDQVODWLRQRIPDUNHWDEOHVHFXULWLHVZKLFKDUHUHFRJQL]HG
GLUHFWO\LQ2&,1RQPRQHWDU\LWHPVWKDWDUHPHDVXUHGLQWHUPVRIKLVWRULFFRVWLQDIRUHLJQFXUUHQF\DUHWUDQVODWHG
XVLQJWKHH[FKDQJHUDWHDWWKHGDWHRIWKHWUDQVDFWLRQ


F  )LQDQFLDO,QVWUXPHQWV
,)56)LQDQFLDO,QVWUXPHQWV
,)56)LQDQFLDO,QVWUXPHQWV ³,)56´ ZKLFKLPSDFWVWKHFODVVLILFDWLRQDQGPHDVXUHPHQWRIILQDQFLDODVVHWVKDV
EHHQ DGRSWHG E\ WKH &RPSDQ\ ,Q  WKH &RPSDQ\ DGRSWHG WKH ILQDO YHUVLRQ RI ,)56  )LQDQFLDO ,QVWUXPHQWV
³,)56 ´  ZKLFK LPSDFWV WKH FODVVLILFDWLRQ DQG PHDVXUHPHQW RI ILQDQFLDO DVVHWV 7KH &RPSDQ\ KDV SUHYLRXVO\
DGRSWHGDQHDUOLHUYHUVLRQRI,)567KHUHZHUHQRFKDQJHVWRWKHFXUUHQWRUWKHSULRU\HDUZLWKUHVSHFWWRWKH
DGRSWLRQRIWKHQHZYHUVLRQRI,)56


(i) Non-derivative financial instruments
1RQGHULYDWLYH ILQDQFLDO LQVWUXPHQWV FRPSULVH LQYHVWPHQWV LQ HTXLW\ VHFXULWLHV UHFHLYDEOHV FDVK DQG FDVK
HTXLYDOHQWVUHVWULFWHGGHSRVLWVWUDGHDQGRWKHUSD\DEOHVORDQVDQGERUURZLQJV


1RQGHULYDWLYHILQDQFLDOLQVWUXPHQWVZLWKWKHH[FHSWLRQRIILQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,DUHUHFRJQL]HG
LQLWLDOO\ DW IDLU YDOXH SOXV IRU LQVWUXPHQWV QRW DW IDLU YDOXH WKURXJK RSHUDWLRQV DQ\ GLUHFWO\ DWWULEXWDEOH WUDQVDFWLRQ
FRVWV6XEVHTXHQWWRLQLWLDOUHFRJQLWLRQQRQGHULYDWLYHILQDQFLDOLQVWUXPHQWVDUHPHDVXUHGDVGHVFULEHGEHORZ


&DVK FRPSULVHV FDVK EDODQFHV DQG FDOO GHSRVLWV  5HVWULFWHG GHSRVLWV DUH IXQGV RQ GHSRVLW ZLWK D &DQDGLDQ
FKDUWHUHGEDQNWRVXSSRUWOHWWHUVRIFUHGLWLIDQ\EHLQJXVHGWRIDFLOLWDWHEXVLQHVVDFWLYLW\ZLWKFHUWDLQYHQGRUV


/RDQVUHFHLYDEOHVDQGERUURZLQJVDUHILQDQFLDODVVHWVDQGOLDELOLWLHVZLWKIL[HGRUGHWHUPLQDEOHSD\PHQWVWKDWDUH
QRW TXRWHG LQ DQ DFWLYH PDUNHW  6XFK DVVHWV DQG OLDELOLWLHV DUH UHFRJQL]HG LQLWLDOO\ DW IDLU YDOXH SOXV DQ\ GLUHFWO\
DWWULEXWDEOHWUDQVDFWLRQFRVWV6XEVHTXHQWWRLQLWLDOUHFRJQLWLRQORDQVUHFHLYDEOHVDQGERUURZLQJVDUHPHDVXUHGDW
DPRUWL]HGFRVWXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRGOHVVDQ\LPSDLUPHQWORVVHV$FFRXQWLQJIRUILQDQFHLQFRPHDQG
H[SHQVHVLVGLVFXVVHGLQ1RWH Q 

Financial assets at fair value through OCI
9LFWRU\1LFNHO¶VLQYHVWPHQWVLQHTXLW\VHFXULWLHVDUHPHDVXUHGDWIDLUYDOXHDQGFKDQJHVWKHUHLQDVZHOODVIRUHLJQ
FXUUHQF\GLIIHUHQFHVRQWKRVHLQYHVWPHQWVDUHUHFRJQL]HGGLUHFWO\LQ2&,


Financial instruments at amortized cost
2WKHUQRQGHULYDWLYHILQDQFLDOLQVWUXPHQWVDUHPHDVXUHGDWDPRUWL]HGFRVWXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRGOHVV
DQ\LPSDLUPHQWORVVHV


(ii) Derivative financial instruments
9LFWRU\ 1LFNHO PD\ SHULRGLFDOO\ KROG ZDUUDQWV DV SDUW RI LWV SRUWIROLR RI PDUNHWDEOH VHFXULWLHV ZKLFK DUH ILQDQFLDO
DVVHWV DW IDLU YDOXH WKURXJK RSHUDWLRQV  &RQYHUWLEOH SURPLVVRU\ QRWHV FRQWDLQ HPEHGGHG GHULYDWLYHV ZKLFK DUH
VHSDUDWHGIURPWKHILQDQFLDOLQVWUXPHQWPHDVXUHGDWDPRUWL]HGFRVW


'HULYDWLYHV DUH UHFRJQL]HG LQLWLDOO\ DW IDLU YDOXH DWWULEXWDEOH WUDQVDFWLRQ FRVWV DUH UHFRJQL]HG WKURXJK RSHUDWLRQV
ZKHQ LQFXUUHG  6XEVHTXHQW WR LQLWLDO UHFRJQLWLRQ GHULYDWLYHV DUH PHDVXUHG DW IDLU YDOXH DQG FKDQJHV WKHUHLQ DUH
UHFRJQL]HGLPPHGLDWHO\WKURXJKRSHUDWLRQV7KH3DUWLFLSDWLQJ,QWHUHVWLVDGHULYDWLYHWKDWUHTXLUHVDGMXVWPHQWWRWKH
IDLUYDOXHDWHDFKUHSRUWLQJSHULRG UHIHUWR1RWH 




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
G  ,QYHQWRU\
)LQLVKHG SURGXFWV DQG UDZ PDWHULDOV LQYHQWRULHV DUH YDOXHG DW WKH ORZHU RI FRVW DQG QHW UHDOL]DEOH YDOXH  &RVW
FRPSULVHVDOOFRVWVRISXUFKDVHFRVWVRISURFHVVLQJDQGRWKHUFRVWVLQFXUUHGLQEULQJLQJLQYHQWRULHVWRWKHLUSUHVHQW
ORFDWLRQDQGFRQGLWLRQ1HWUHDOL]DEOHYDOXHIRUILQLVKHGSURGXFWVDQGUDZPDWHULDOVLVJHQHUDOO\FRQVLGHUHGWREHWKH
VHOOLQJSULFHRIWKHILQLVKHGSURGXFWLQWKHRUGLQDU\FRXUVHRIEXVLQHVVOHVVWKHHVWLPDWHGFRVWVRIFRPSOHWLRQDQG
HVWLPDWHGFRVWVWRPDNHWKHVDOH,QYHQWRU\LVUHYLHZHGWRHQVXUHWKHFDUU\LQJYDOXHGRHVQRWH[FHHGQHWUHDOL]DEOH
YDOXH $ ZULWHGRZQ LV UHFRJQL]HG ZKHQ FDUU\LQJ FRVW H[FHHGV QHW UHDOL]DEOH YDOXH  7KH ZULWHGRZQ PD\ EH
UHYHUVHGLIWKHFLUFXPVWDQFHVZKLFKFDXVHGLWQRORQJHUWRH[LVW


H  3URSHUW\3ODQWDQG(TXLSPHQW
(i) Recognition and measurement
,WHPV RI SURSHUW\ SODQW DQG HTXLSPHQW DUH PHDVXUHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ DQG DFFXPXODWHG
LPSDLUPHQWORVVHV&RVWLQFOXGHVDQ\H[SHQGLWXUHWKDWLVGLUHFWO\DWWULEXWDEOHWRWKHDFTXLVLWLRQRIWKHDVVHW


:KHQ SDUWV RI DQ LWHP RI SURSHUW\ SODQW DQG HTXLSPHQW KDYH GLIIHUHQW XVHIXO OLYHV WKH\ DUH DFFRXQWHG IRU DV
VHSDUDWHLWHPV PDMRUFRPSRQHQWV RISURSHUW\DQGHTXLSPHQW*DLQVDQGORVVHVRQGLVSRVDORIDQLWHPRISURSHUW\
DQGHTXLSPHQWDUHGHWHUPLQHGE\FRPSDULQJWKHSURFHHGVIURPGLVSRVDOZLWKWKHFDUU\LQJDPRXQWRISURSHUW\DQG
HTXLSPHQWDQGDUHUHFRJQL]HGQHWZLWKLQLoss on Sale of AssetLQWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV


(ii) Depreciation
'HSUHFLDWLRQLVFDOFXODWHGDVDIXQFWLRQRIWKHGHSUHFLDEOHDPRXQWZKLFKLVWKHFRVWRIDQDVVHWOHVVLWVUHVLGXDO
YDOXH  'HSUHFLDWLRQ LV UHFRJQL]HG WKURXJK RSHUDWLRQV RYHU WKH HVWLPDWHG XVHIXO OLYHV RI HDFK SDUW RI DQ LWHP RI
SURSHUW\DQGHTXLSPHQW/DQGLVQRWGHSUHFLDWHG'HSUHFLDWLRQFRPPHQFHVZKHQDQDVVHWLVSODFHGLQWRVHUYLFH
2SHUDWLRQVDWWKH33ODQWEHJDQLQDWZKLFKWLPHDPRUWL]DWLRQRISODQWHTXLSPHQWFRPPHQFHG


7KHGHSUHFLDWLRQUDWHVDQGPHWKRGVIRUWKHFXUUHQWDQGFRPSDUDWLYHSHULRGVDUHDVIROORZV
,WHP

0HWKRG

%XLOGLQJ

'HFOLQLQJEDODQFH

3ODQWDQG(TXLSPHQWDW33ODQW

6WUDLJKWOLQH



WR



WR 

2WKHU(TXLSPHQWDQG)XUQLWXUH

'HFOLQLQJEDODQFH





9HKLFOHVDQG0RELOH(TXLSPHQW

'HFOLQLQJEDODQFH






'HSUHFLDWLRQ PHWKRGV XVHIXO OLYHV DQG UHVLGXDO YDOXHV DUH UHYLHZHG DW HDFK ILQDQFLDO \HDU HQG DQG DGMXVWHG LI
DSSURSULDWH

I  ([SORUDWLRQDQG(YDOXDWLRQ3URMHFWV
(i) Exploration and Evaluation expenditures
([SORUDWLRQ DQG (YDOXDWLRQ ³( (´  H[SHQGLWXUHV UHODWH WR FRVWV LQFXUUHG RQ WKH H[SORUDWLRQ IRU DQG HYDOXDWLRQ RI
SRWHQWLDO PLQHUDO UHVHUYHV DQG LQFOXGHV FRVWV UHODWHG WR WKH IROORZLQJ DFTXLVLWLRQ RI H[SORUDWLRQ ULJKWV FRQGXFWLQJ
JHRORJLFDOVWXGLHVH[SORUDWRU\GULOOLQJDQGVDPSOLQJDQGHYDOXDWLQJWKHWHFKQLFDOIHDVLELOLW\DQGFRPPHUFLDOYLDELOLW\
RIH[WUDFWLQJDPLQHUDOUHVRXUFH


( (H[SHQGLWXUHVLQFOXGLQJFRVWVRIDFTXLULQJOLFHQVHVDUHFDSLWDOL]HGDV( (DVVHWVRQDQ³DUHDRILQWHUHVWEDVLV´
ZKLFK JHQHUDOO\ LV GHILQHG DV D SURMHFW  7KH &RPSDQ\ FRQVLGHUV D SURMHFW WR EH DQ LQGLYLGXDO JHRORJLFDO DUHD
ZKHUHE\WKHSUHVHQFHRIDPLQHUDOGHSRVLWLVFRQVLGHUHGIDYRXUDEOHRUKDVEHHQSURYHQWRH[LVWDQGLQPRVWFDVHV
FRPSULVHVDVLQJOHPLQHRUGHSRVLW


( (DVVHWVDUHUHFRJQL]HGLIWKHULJKWVWRWKHSURMHFWDUHFXUUHQWDQGHLWKHU
x WKH H[SHQGLWXUHV DUH H[SHFWHG WR EH UHFRXSHG WKURXJK VXFFHVVIXO GHYHORSPHQW DQG H[SORLWDWLRQ RI WKH
SURMHFWRUDOWHUQDWLYHO\E\LWVVDOHRU
x DFWLYLWLHV RQ WKH SURMHFW KDYH QRW DW WKH UHSRUWLQJ GDWH UHDFKHG D VWDJH ZKLFK SHUPLWV D UHDVRQDEOH
DVVHVVPHQWRIWKHH[LVWHQFHRURWKHUZLVHRIHFRQRPLFDOO\UHFRYHUDEOHUHVHUYHVDQGDFWLYHDQGVLJQLILFDQW
RSHUDWLRQVLQRULQUHODWLRQWRWKHSURMHFWDUHFRQWLQXLQJ


( (H[SHQGLWXUHVDUHLQLWLDOO\FDSLWDOL]HGDVLQWDQJLEOH( (DVVHWV6XFK( (H[SHQGLWXUHVPD\LQFOXGHFRVWVRI
OLFHQFH DFTXLVLWLRQ WHFKQLFDO VHUYLFHV DQG VWXGLHV JHRSK\VLFDO VXUYH\V H[SORUDWLRQ GULOOLQJ DQG WHVWLQJ PDWHULDOV
DQGIXHOVXVHGUHQWDOVDQGSD\PHQWVPDGHWRFRQWUDFWRUVDQGFRQVXOWDQWV7RWKHH[WHQWWKDWDWDQJLEOHDVVHWLV


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
FRQVXPHGLQGHYHORSLQJDQLQWDQJLEOH( (DVVHWWKHDPRXQWUHIOHFWLQJWKDWFRQVXPSWLRQLVUHFRUGHGDVSDUWRIWKH
FRVWRIWKHLQWDQJLEOHDVVHW


2QFH WKH WHFKQLFDO IHDVLELOLW\ DQG FRPPHUFLDO YLDELOLW\ RI WKH H[WUDFWLRQ RI PLQHUDO UHVHUYHV LQ D SURMHFW DUH
GHPRQVWUDEOHSHUPLWWHGDQGGHYHORSPHQWLVDSSURYHGE\WKH%RDUG( (DVVHWVDWWULEXWDEOHWRWKDWSURMHFWDUHILUVW
WHVWHGIRULPSDLUPHQWDQGWKHQUHFODVVLILHGWRMine property and development projectsRQWKHFRQVROLGDWHGEDODQFH
VKHHW


(ii) Pre-E&E expenditures
3UH( ( H[SHQGLWXUHV DUH LQFXUUHG RQ DFWLYLWLHV WKDW SUHFHGH H[SORUDWLRQ IRU DQ HYDOXDWLRQ RI PLQHUDO UHVRXUFHV
EHLQJ DOO H[SHQGLWXUHV LQFXUUHG SULRU WR VHFXULQJ WKH OHJDO ULJKWV WR H[SORUH DQ DUHD  3UH( ( H[SHQGLWXUHV DUH
H[SHQVHGLPPHGLDWHO\DVPre-exploration write-offsWKURXJKWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV


(iii) Impairment
( (DVVHWVDUHDVVHVVHGIRULPSDLUPHQWZKHQIDFWVDQGFLUFXPVWDQFHVVXJJHVWWKDWWKHFDUU\LQJDPRXQWRIDQ( (
DVVHWPD\H[FHHGLWVUHFRYHUDEOHDPRXQWDQGDQ\LPSDLUPHQWORVVLVUHFRJQL]HGDVWritedown of Exploration and
Evaluation projects WKURXJK WKH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV  7KH IROORZLQJ IDFWV DQG FLUFXPVWDQFHV
DPRQJRWKHUWKLQJVLQGLFDWHWKDW( (DVVHWVPXVWEHWHVWHGIRULPSDLUPHQW


x
x
x
x

WKH WHUP RI H[SORUDWLRQ OLFHQVH IRU WKH SURMHFW KDV H[SLUHG GXULQJ WKH UHSRUWLQJ SHULRG RU ZLOO H[SLUH LQ WKH
QHDUIXWXUHDQGLVQRWH[SHFWHGWREHUHQHZHG
VXEVWDQWLYHH[SHQGLWXUHRQIXUWKHUH[SORUDWLRQIRUDQGHYDOXDWLRQRIPLQHUDOUHVRXUFHVLQWKHSURMHFWDUHDLV
QHLWKHUEXGJHWHGQRUSODQQHG
H[SORUDWLRQ IRU DQG HYDOXDWLRQ RI PLQHUDO UHVRXUFHV LQ WKH SURMHFW DUHD KDYH QRW OHG WR WKH GLVFRYHU\ RI
FRPPHUFLDOO\YLDEOHTXDQWLWLHVRIPLQHUDOUHVRXUFHVDQGWKH&RPSDQ\SODQVWRGLVFRQWLQXHDFWLYLWLHVLQWKH
VSHFLILFDUHDRU
VXIILFLHQWGDWDH[LVWVWRLQGLFDWHWKDWZKLOHGHYHORSPHQWDFWLYLW\LVOLNHO\WRSURFHHGWKHFDUU\LQJDPRXQWRI
WKH( (DVVHWLVXQOLNHO\WREHUHFRYHUHGLQIXOOWKURXJKVXFKDFWLYLW\



( ( DVVHWVDUH WHVWHG IRU LPSDLUPHQWRQ DQ LQGLYLGXDO SURMHFW DUHD RI LQWHUHVW  EDVLV  $V QRWHG DERYH D SURMHFW
ZRXOG DOVR EH WHVWHG IRU LPSDLUPHQW EHIRUH EHLQJ WUDQVIHUUHG WR Mine property and development projects RQ WKH
FRQVROLGDWHGEDODQFHVKHHW

J  0LQH3URSHUW\DQG'HYHORSPHQW3URMHFW
(i) Pre-production development expenditures
7KH &RPSDQ\ FRQVLGHUV D SURMHFW WR EH LQ WKH GHYHORSPHQW SKDVH ZKHQ DQ LGHQWLILHG PLQHUDO UHVHUYH LV EHLQJ
SUHSDUHGIRUSURGXFWLRQDVDSSURYHGE\WKH%RDUGIRUH[DPSOHZKHQWKHUHLVFRQVWUXFWLRQRIDFFHVVWRWKHPLQHUDO
UHVHUYHVXSRQGHWHUPLQDWLRQWKDWWKHUHLVHFRQRPLFYLDELOLW\RIWKHSURMHFWXQGHUDVXFFHVVIXOIHDVLELOLW\VWXG\DQGLV
SHUPLWWHGIRUGHYHORSPHQW$VVXFKSURMHFWGHYHORSPHQWDFWLYLWLHVDUHUHODWHGWRWKHFRQVWUXFWLRQRIDQDVVHWWREH
XVHGLQSURGXFWLRQRUSUHSDUDWLRQIRUH[WUDFWLRQRIDVSHFLILFPLQHUDOUHVRXUFH


7KHFRVWVRIPLQLQJSURSHUWLHVZKLFKLQFOXGHWKHFRVWVRIDFTXLULQJDQGGHYHORSLQJPLQLQJSURSHUWLHVDQGPLQHUDO
ULJKWVDUHFDSLWDOL]HGLQWKHVDPHPDQQHUDVSURSHUW\DQGHTXLSPHQWXQGHUMine property and development project
³03 '´ DVVHWVRQWKHFRQVROLGDWHGEDODQFHVKHHWLQWKHSHULRGLQZKLFKWKH\DUHLQFXUUHGRUWUDQVIHUUHGIURP( (
DVVHWV XSRQ GHWHUPLQDWLRQ RI HFRQRPLF YLDELOLW\  $W WKDW SRLQW DOO IXUWKHU SUHSURGXFWLRQ SULPDU\ GHYHORSPHQW
H[SHQGLWXUHRWKHUWKDQODQGEXLOGLQJVSODQWDQGHTXLSPHQWHWFLVFDSLWDOL]HGDVSDUWRIWKHFRVWRIWKHSURMHFWXQWLO
WKH SURMHFW LV FDSDEOH RI FRPPHUFLDO SURGXFWLRQ  7KLV LQFOXGHV FRVWV LQFXUUHG LQ SUHSDULQJ WKH VLWH IRU PLQLQJ
RSHUDWLRQVLQFOXGLQJSUHVWULSSLQJFRVWV


3UHVHQWO\ WKH &RPSDQ\¶V VROH SURMHFW FODVVLILHG DV DQ MP&D DVVHW RQ WKH FRQVROLGDWHG EDODQFH VKHHW LV WKH
0LQDJR SURMHFW LW FRQWLQXHV WR EH LQ WKH SUHSURGXFWLRQ SKDVH DQG FRVWV FRQWLQXH WR EH FDSLWDOL]HG ZLWKRXW
GHSUHFLDWLRQ


(ii) Impairment
,IDSURSHUW\ZHUHWREHDEDQGRQHGWKHUHLVOLWWOHOLNHOLKRRG RIDPLQHUDOULJKWEHLQJH[SORLWHGRUWKHYDOXHRIWKH
H[SORLWDEOHPLQHUDOULJKWKDVGLPLQLVKHGEHORZFRVWWKHFXPXODWLYHFDSLWDOL]HGFRVWUHODWLQJWRWKHSURSHUW\LVZULWWHQ
RIIWRLWVUHFRYHUDEOHDPRXQWWKURXJKRSHUDWLRQV




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
K  %RUURZLQJ&RVWV
7KH &RPSDQ\¶V SROLF\ LV WR FDSLWDOL]H SURMHFWUHODWHG ERUURZLQJ FRVWV UHODWHG WR TXDOLI\LQJ DVVHWV DV LQFXUUHG  $
TXDOLI\LQJDVVHWLVDQDVVHWWKDWQHFHVVDULO\WDNHVDVXEVWDQWLDOSHULRGRIWLPHWRJHWUHDG\IRULWVLQWHQGHGXVHRU
VDOH7KH&RPSDQ\SUHVHQWO\GRHVQRWKDYHDQ\SURMHFWUHODWHGERUURZLQJVRQTXDOLI\LQJDVVHWV


L  *RYHUQPHQW*UDQWV
*RYHUQPHQWJUDQWVWKDWFRPSHQVDWH9LFWRU\1LFNHOIRUH[SHQVHVLQFXUUHGDUHUHFRJQL]HGWKURXJKRSHUDWLRQVRQD
V\VWHPDWLFEDVLVLQWKHVDPHSHULRGVLQZKLFKWKHH[SHQVHVDUHUHFRJQL]HG*UDQWVWKDWFRPSHQVDWH9LFWRU\1LFNHO
IRUWKHFRVWRIDQDVVHWDUHUHFRJQL]HGWKURXJKRSHUDWLRQVRQDV\VWHPDWLFEDVLVRYHUWKHXVHIXOOLIHRIWKHDVVHW
)RUDVVHWVZKLFKDUHQRWEHLQJDPRUWL]HGVXFKDV( (DVVHWVRU03 'DVVHWVWKHJRYHUQPHQWJUDQWLVGHGXFWHG
IURPWKHUHODWHGDVVHW


M  ,QYHVWPHQW7D[&UHGLWV
,QYHVWPHQW WD[ FUHGLWV PD\ EH FODLPHG E\ WKH &RPSDQ\ RQ TXDOLI\LQJ H[SHQGLWXUHV  7KH &RPSDQ\ DFFRXQWV IRU
WKHVH ZKHQ VXFK TXDOLI\LQJ H[SHQGLWXUHV KDYH EHHQ PDGH E\ UHGXFLQJ WKH GHIHUUHG WD[ OLDELOLW\ DQG UHFRUGLQJ DQ
LQFRPHWD[UHFRYHU\WKURXJKWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQV


N  ,PSDLUPHQW
(i) Financial assets
$ILQDQFLDODVVHWLVDVVHVVHGDWHDFKUHSRUWLQJGDWHWRGHWHUPLQHZKHWKHUWKHUHLVDQ\REMHFWLYHHYLGHQFHWKDWLWLV
LPSDLUHG$ILQDQFLDODVVHWLVFRQVLGHUHGWREHLPSDLUHGLIREMHFWLYHHYLGHQFHLQGLFDWHVWKDWRQHRUPRUHHYHQWVKDYH
KDGDQHJDWLYHHIIHFWRQWKHHVWLPDWHGIXWXUHFDVKIORZVRIWKDWDVVHW


$Q LPSDLUPHQW ORVV LQ UHVSHFW RI D ILQDQFLDO DVVHW PHDVXUHG DW DPRUWL]HG FRVW LV FDOFXODWHG DV WKH GLIIHUHQFH
EHWZHHQ LWV FDUU\LQJ DPRXQW DQG WKH SUHVHQW YDOXH RI WKH HVWLPDWHG IXWXUH FDVK IORZV GLVFRXQWHG DW WKH RULJLQDO
HIIHFWLYHLQWHUHVWUDWH,QGLYLGXDOO\VLJQLILFDQWILQDQFLDODVVHWVDUHWHVWHGIRULPSDLUPHQWRQDQLQGLYLGXDOEDVLV7KH
UHPDLQLQJILQDQFLDODVVHWVDUHDVVHVVHGFROOHFWLYHO\LQJURXSVWKDWVKDUHVLPLODUFUHGLWULVNFKDUDFWHULVWLFV


$QLPSDLUPHQWORVVLVUHYHUVHGLIWKHUHYHUVDOFDQEHUHODWHGREMHFWLYHO\WRDQHYHQWRFFXUULQJDIWHUWKHLPSDLUPHQW
ORVV ZDV UHFRJQL]HG  )RU ILQDQFLDO DVVHWV PHDVXUHG DW DPRUWL]HG FRVW WKH UHYHUVDO LV UHFRJQL]HG WKURXJK
RSHUDWLRQV
(ii) Non-financial assets
7KHFDUU\LQJDPRXQWVRI9LFWRU\1LFNHO¶VQRQILQDQFLDODVVHWVRWKHUWKDQGHIHUUHGWD[DVVHWVDUHUHYLHZHGDWHDFK
UHSRUWLQJ GDWH WR GHWHUPLQH ZKHWKHU WKHUH LV DQ\ LQGLFDWLRQ RI LPSDLUPHQW  ,I DQ\ VXFK LQGLFDWLRQ H[LVWV WKHQ WKH
DVVHW¶VUHFRYHUDEOHDPRXQWLVHVWLPDWHG)RUJRRGZLOODQGLQWDQJLEOHDVVHWVWKDWKDYHLQGHILQLWHOLYHVRUWKDWDUHQRW
\HWDYDLODEOHIRUXVHWKHUHFRYHUDEOHDPRXQWLVHVWLPDWHGHDFK\HDUDWWKHVDPHWLPH


7KHUHFRYHUDEOHDPRXQWRIDQDVVHWRUFDVKJHQHUDWLQJXQLW ³&*8´  VHHGHILQLWLRQEHORZ LVWKHJUHDWHURILWVYDOXH
LQXVHDQGLWVIDLUYDOXHOHVVFRVWVWRVHOO,QDVVHVVLQJYDOXHLQXVHWKHHVWLPDWHGIXWXUHFDVKIORZVDUHGLVFRXQWHG
WR WKHLU SUHVHQW YDOXH XVLQJ D SUHWD[ GLVFRXQW UDWH WKDW UHIOHFWV FXUUHQW PDUNHW DVVHVVPHQWV RI WKH WLPH YDOXH RI
PRQH\DQGWKHULVNVVSHFLILFWRWKHDVVHW)RUWKHSXUSRVHRILPSDLUPHQWWHVWLQJDVVHWVDUHJURXSHGWRJHWKHULQWR
WKHVPDOOHVWJURXSRIDVVHWVWKDWJHQHUDWHVRUKDVWKHSRWHQWLDOWRJHQHUDWHFDVKLQIORZVIURPFRQWLQXLQJXVHWKDW
DUHODUJHO\LQGHSHQGHQWRIWKHFDVKLQIORZVRIRWKHUDVVHWVRUJURXSVRIDVVHWV*HQHUDOO\D&*8LVDQDORJRXVWR
DQ LQGLYLGXDO SURMHFW  7KH JRRGZLOO DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ IRU WKH SXUSRVH RI LPSDLUPHQW WHVWLQJ LV
DOORFDWHGWR&*8VWKDWDUHH[SHFWHGWREHQHILWIURPWKHV\QHUJLHVRIWKHFRPELQDWLRQ


$Q LPSDLUPHQW ORVV LVUHFRJQL]HG LI WKH FDUU\LQJ DPRXQW RI DQDVVHW RUD &*8 H[FHHGVLWV HVWLPDWHGUHFRYHUDEOH
DPRXQW,PSDLUPHQWORVVHVDUHUHFRJQL]HGWKURXJKRSHUDWLRQV,PSDLUPHQWORVVHVUHFRJQL]HGLQUHVSHFWRI&*8V
DUH DOORFDWHG ILUVW WR UHGXFH WKH FDUU\LQJ DPRXQW RI DQ\ JRRGZLOO DOORFDWHG WR WKH XQLWV DQG WKHQ WR UHGXFH WKH
FDUU\LQJDPRXQWVRIWKHRWKHUDVVHWVLQWKHXQLW JURXSRIXQLWV RQDSURUDWDEDVLV


,PSDLUPHQWORVVHVUHFRJQL]HGLQSULRUSHULRGVDUHDVVHVVHGDWHDFKUHSRUWLQJGDWHIRUDQ\LQGLFDWLRQVWKDWWKHORVV
KDVGHFUHDVHGRUQRORQJHUH[LVWV$QLPSDLUPHQWORVVLVUHYHUVHGLIWKHUHKDVEHHQDFKDQJHLQWKHHVWLPDWHVXVHG
WR GHWHUPLQHWKH UHFRYHUDEOH DPRXQW  $Q LPSDLUPHQW ORVV LV UHYHUVHG RQO\ WR WKH H[WHQW WKDW WKH DVVHW¶V FDUU\LQJ
DPRXQWGRHVQRWH[FHHGWKHFDUU\LQJDPRXQWWKDWZRXOGKDYHEHHQGHWHUPLQHGQHWRIGHSUHFLDWLRQRUDPRUWL]DWLRQ
LIQRLPSDLUPHQWORVVKDGEHHQUHFRJQL]HG




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
O  (PSOR\HH%HQHILWV
(i) Termination benefits
7HUPLQDWLRQ EHQHILWV DUH UHFRJQL]HG DV DQ H[SHQVH ZKHQ 9LFWRU\ 1LFNHO LV GHPRQVWUDEO\ FRPPLWWHG ZLWKRXW UHDOLVWLF
SRVVLELOLW\RIZLWKGUDZDOWRDIRUPDOGHWDLOHGSODQWRHLWKHUWHUPLQDWHHPSOR\PHQWEHIRUHWKHQRUPDOUHWLUHPHQWGDWHRU
WRSURYLGHWHUPLQDWLRQEHQHILWVDVDUHVXOWRIDQRIIHUPDGHWRHQFRXUDJHYROXQWDU\UHGXQGDQF\7HUPLQDWLRQEHQHILWVIRU
YROXQWDU\UHGXQGDQFLHVDUHUHFRJQL]HGDVDQH[SHQVHLI9LFWRU\1LFNHOKDVPDGHDQRIIHURIYROXQWDU\UHGXQGDQF\LWLV
SUREDEOHWKDWWKHRIIHUZLOOEHDFFHSWHGDQGWKHQXPEHURIDFFHSWDQFHVFDQEHUHOLDEO\HVWLPDWHG

(ii) Short-term benefits
6KRUWWHUPHPSOR\HHEHQHILWREOLJDWLRQVDUHPHDVXUHGRQDQXQGLVFRXQWHGEDVLVDQGDUHH[SHQVHGDVWKHUHODWHG
VHUYLFHLVSURYLGHG$OLDELOLW\LVUHFRJQL]HGIRUWKHDPRXQWH[SHFWHGWREHSDLGXQGHUVKRUWWHUPFDVKERQXVSODQVLI
9LFWRU\1LFNHOKDVDSUHVHQWOHJDORUFRQVWUXFWLYHREOLJDWLRQWRSD\WKLVDPRXQWDVDUHVXOWRISDVWVHUYLFHSURYLGHG
E\WKHHPSOR\HHDQGWKHREOLJDWLRQFDQEHUHOLDEO\HVWLPDWHG


(iii) Share-based payment transactions
7KHJUDQWGDWHIDLUYDOXHRIRSWLRQVJUDQWHGWRHPSOR\HHVGLUHFWRUVDQGFRQVXOWDQWVLVUHFRJQL]HGDVDQHPSOR\HH
H[SHQVH ZLWK D FRUUHVSRQGLQJ LQFUHDVH LQ HTXLW\ RYHU WKH SHULRG WKDW WKH LQGLYLGXDOV EHFRPH XQFRQGLWLRQDOO\
HQWLWOHG WR WKH RSWLRQV  7KH DPRXQW UHFRJQL]HG DV DQ H[SHQVH LV DGMXVWHG WR UHIOHFW WKH DFWXDO QXPEHU RI VKDUH
RSWLRQVIRUZKLFKWKHUHODWHGVHUYLFHDQGQRQPDUNHWYHVWLQJFRQGLWLRQVDUHPHW


6KDUHEDVHGSD\PHQWDUUDQJHPHQWVLQZKLFKWKH&RPSDQ\UHFHLYHVSURSHUWLHVJRRGVRUVHUYLFHVDVFRQVLGHUDWLRQ
IRULWVRZQHTXLW\LQVWUXPHQWVDUHDFFRXQWHGIRUDVHTXLW\VHWWOHGVKDUHEDVHGSD\PHQWWUDQVDFWLRQVUHJDUGOHVVRI
KRZWKHHTXLW\LQVWUXPHQWVDUHREWDLQHGE\9LFWRU\1LFNHO


P 3URYLVLRQV
$SURYLVLRQLVUHFRJQL]HGLIDVDUHVXOWRIDSDVWHYHQWWKH&RPSDQ\KDVDSUHVHQWOHJDORUFRQVWUXFWLYHREOLJDWLRQ
WKDWFDQEHUHOLDEO\HVWLPDWHGDQGLWLVSUREDEOHWKDWDQRXWIORZRIHFRQRPLFEHQHILWVZLOOEHUHTXLUHGWRVHWWOHWKH
REOLJDWLRQ3URYLVLRQVDUHGHWHUPLQHGE\GLVFRXQWLQJWKHH[SHFWHGIXWXUHFDVKIORZVDWDSUHWD[UDWHWKDWUHIOHFWV
FXUUHQWPDUNHWDVVHVVPHQWVRIWKHWLPHYDOXHRIPRQH\DQGWKHULVNVVSHFLILFWRWKHOLDELOLW\7KHXQZLQGLQJRIWKH
GLVFRXQWLVUHFRJQL]HGDVDILQDQFHFRVW


,Q DFFRUGDQFH ZLWK WKH &RPSDQ\¶V HQYLURQPHQWDO SROLF\ DQG DSSOLFDEOH OHJDO UHTXLUHPHQWV D SURYLVLRQ IRU VLWH
UHVWRUDWLRQRUGHFRPPLVVLRQLQJLQUHVSHFWRIODQGUHVWRUDWLRQDQGWKHUHODWHGH[SHQVHLVUHFRJQL]HGZKHQWKHODQG
LVFRQWDPLQDWHGDQGWKHUHLVDOHJDOREOLJDWLRQWRUHVWRUHWKHVLWH7KH&RPSDQ\SUHVHQWO\KDVQRGHFRPPLVVLRQLQJ
OLDELOLWLHV


Q  )LQDQFH,QFRPHDQG)LQDQFH&RVWV
)LQDQFH LQFRPH FRPSULVHV LQWHUHVW LQFRPH RQ IXQGV LQYHVWHG LQFOXGLQJ ILQDQFLDO DVVHWV DW IDLU YDOXH WKURXJK
RSHUDWLRQV JDLQVRQWKHGLVSRVDORIILQDQFLDODVVHWVDWIDLUYDOXHWKURXJKRSHUDWLRQVDPRUWL]DWLRQRIIORZWKURXJK
SUHPLXPV DQG FKDQJHV LQ WKH IDLU YDOXH RI ILQDQFLDO DVVHWV ZDUUDQWV  DW IDLU YDOXH WKURXJK RSHUDWLRQV  ,QWHUHVW
LQFRPHLVUHFRJQL]HGDVLWDFFUXHVWKURXJKRSHUDWLRQVXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRG*DLQVRQWKHGLVSRVDORI
ILQDQFLDODVVHWVDUHUHFRJQL]HGRQWKHVHWWOHPHQWGDWH


)LQDQFHFRVWVFRPSULVHLQWHUHVWH[SHQVHRQERUURZLQJVXQZLQGLQJRIWKHGLVFRXQWRQSURYLVLRQVFKDQJHVLQWKHIDLU
YDOXHRIILQDQFLDODVVHWVDQGOLDELOLWLHVDWIDLUYDOXHWKURXJKRSHUDWLRQVDQGORVVHVUHFRJQL]HGRQILQDQFLDODVVHWVWKDW
DUH UHFRJQL]HG WKURXJK RSHUDWLRQV  $OO ERUURZLQJ FRVWV DUH UHFRJQL]HG WKURXJK RSHUDWLRQV XVLQJ WKH HIIHFWLYH
LQWHUHVWPHWKRGH[FHSWIRUWKRVHDPRXQWVFDSLWDOL]HGDVSDUWRIWKHFRVWRITXDOLI\LQJDVVHWV


)RUHLJQFXUUHQF\JDLQVDQGORVVHVDUHUHSRUWHGRQDQHWEDVLV


R  ,QFRPH7D[HV
,QFRPH WD[ H[SHQVH FRPSULVHV FXUUHQW DQG GHIHUUHG WD[  ,QFRPH WD[ H[SHQVH LV UHFRJQL]HG WKURXJK RSHUDWLRQV
H[FHSW WR WKH H[WHQW WKDW LW UHODWHV WR LWHPV UHFRJQL]HG HLWKHU LQ 2&, RU GLUHFWO\ LQ HTXLW\ LQ ZKLFK FDVH LW LV
UHFRJQL]HGLQ2&,RULQHTXLW\UHVSHFWLYHO\


&XUUHQW WD[ LV WKH H[SHFWHG WD[ SD\DEOH RQ WKH WD[DEOH LQFRPH IRU WKH SHULRG XVLQJ WD[ UDWHV HQDFWHG RU
VXEVWDQWLYHO\HQDFWHGDWWKHUHSRUWLQJGDWHDQGDQ\DGMXVWPHQWWRWD[SD\DEOHLQUHVSHFWRISUHYLRXV\HDUV


'HIHUUHG WD[ LV UHFRJQL]HG XVLQJ WKH EDODQFH VKHHW PHWKRG SURYLGLQJ IRU WHPSRUDU\ GLIIHUHQFHV EHWZHHQ WKH
FDUU\LQJ DPRXQWV RI DVVHWV DQG OLDELOLWLHV IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV DQG WKH DPRXQWV XVHG IRU WD[DWLRQ


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
SXUSRVHV'HIHUUHGWD[LVQRWUHFRJQL]HGIRUWKHIROORZLQJWHPSRUDU\GLIIHUHQFHVWKHLQLWLDOUHFRJQLWLRQRIDVVHWVRU
OLDELOLWLHVLQDWUDQVDFWLRQWKDWLVQRWDEXVLQHVVFRPELQDWLRQDQGWKDWDIIHFWVQHLWKHUDFFRXQWLQJQRUWD[DEOHSURILWRU
ORVV DQG GLIIHUHQFHV UHODWLQJ WR LQYHVWPHQWV LQ VXEVLGLDULHV DQG MRLQWO\FRQWUROOHG HQWLWLHV WR WKH H[WHQW WKDW LW LV
SUREDEOHWKDWWKH\ZLOOQRWUHYHUVHLQWKHIRUHVHHDEOHIXWXUH,QDGGLWLRQGHIHUUHGWD[LVQRWUHFRJQL]HGIRUWD[DEOH
WHPSRUDU\GLIIHUHQFHVDULVLQJRQWKHLQLWLDOUHFRJQLWLRQRIJRRGZLOO'HIHUUHGWD[LVPHDVXUHGDWWKHWD[UDWHVWKDWDUH
H[SHFWHGWREHDSSOLHGWRWHPSRUDU\GLIIHUHQFHVZKHQWKH\UHYHUVHEDVHGRQWKHODZVWKDWKDYHEHHQHQDFWHGRU
VXEVWDQWLYHO\ HQDFWHG E\ WKH UHSRUWLQJ GDWH  'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DUH RIIVHW LI WKHUH LV D OHJDOO\
HQIRUFHDEOHULJKWWRRIIVHWFXUUHQWWD[OLDELOLWLHVDQGDVVHWVDQGWKH\UHODWHWRLQFRPHWD[HVOHYLHGE\WKHVDPHWD[
DXWKRULW\ RQ WKH VDPH WD[DEOH HQWLW\ RU RQ GLIIHUHQW WD[ HQWLWLHV EXW WKH\ LQWHQG WR VHWWOH FXUUHQW WD[ OLDELOLWLHV DQG
DVVHWVRQDQHWEDVLVRUWKHLUWD[DVVHWVDQGOLDELOLWLHVZLOOEHUHDOL]HGVLPXOWDQHRXVO\


$GHIHUUHGWD[DVVHWLVUHFRJQL]HGWRWKHH[WHQWWKDWLWLVSUREDEOHWKDWIXWXUHWD[DEOHSURILWVZLOOEHDYDLODEOHDJDLQVW
ZKLFK WKH WHPSRUDU\ GLIIHUHQFH FDQ EH XWLOL]HG  'HIHUUHG WD[ DVVHWV DUH UHYLHZHG DW HDFK UHSRUWLQJ GDWH DQG DUH
UHGXFHGWRWKHH[WHQWWKDWLWLVQRORQJHUSUREDEOHWKDWWKHUHODWHGWD[EHQHILWZLOOEHUHDOL]HG


S  6KDUH&DSLWDO
(i) Common shares
&RPPRQVKDUHVDUHFODVVLILHGDVHTXLW\,QFUHPHQWDOFRVWVGLUHFWO\DWWULEXWDEOHWRWKHLVVXHRIFRPPRQVKDUHV
DQGVKDUHRSWLRQVDUHUHFRJQL]HGDVDGHGXFWLRQIURPHTXLW\QHWRIDQ\WD[HIIHFWV


7KH&RPSDQ\KDVILQDQFHGDSRUWLRQRILWV( (DFWLYLWLHVWKURXJKWKHLVVXHRIIORZWKURXJKVKDUHV8QGHUWKHWHUPV
RIWKHVHVKDUHLVVXHVWKHWD[DWWULEXWHVRIWKHUHODWHGH[SHQGLWXUHVDUHUHQRXQFHGWRVXEVFULEHUV&RPPRQVKDUHV
LVVXHG RQ D IORZWKURXJK EDVLV W\SLFDOO\ LQFOXGH D IORZWKURXJK SUHPLXP EHFDXVH RI WKH WD[ EHQHILWV DVVRFLDWHG
WKHUHZLWK  )ORZWKURXJK VKDUHV PD\ DOVR EH LVVXHG ZLWK D ZDUUDQW IHDWXUH  $W WKH WLPH RI LVVXH WKH &RPSDQ\
HVWLPDWHVWKHSURSRUWLRQRISURFHHGVDWWULEXWDEOHWRWKHIORZWKURXJKSUHPLXPWKHFRPPRQVKDUHDQGWKHZDUUDQW
ZLWKUHIHUHQFHWRFORVLQJPDUNHWSULFHVDQGVXFKWHFKQLTXHVDVWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHO7KHIORZ
WKURXJK SUHPLXP LV HVWLPDWHG DV WKH H[FHVV RI WKH VXEVFULSWLRQ SULFH RYHU WKH PDUNHW YDOXH RI WKH VKDUH DQG LV
UHFRUGHGDVDOLDELOLW\LQTrade and other payablesRQWKHFRQVROLGDWHGEDODQFHVKHHW7KHSURFHHGVDWWULEXWDEOHWR
WKHZDUUDQWVLVDOVRWUHDWHGDVHTXLW\DQGUHFRUGHGLQContributed surplusRQWKHFRQVROLGDWHGEDODQFHVKHHWXQWLO
H[HUFLVHZKHQWKHDVVRFLDWHGSURSRUWLRQLVWUDQVIHUUHGWRVKDUHFDSLWDODORQJZLWKWKHFDVKSURFHHGVUHFHLYHGRQ
H[HUFLVH


7KHHIIHFWRIUHQXQFLDWLRQRIWKH WD[EHQHILWVWRKROGHUVRIVXFKVKDUHVLVUHFRJQL]HGSURUDWDZLWKWKHDVVRFLDWHG
H[SHQGLWXUHV EHLQJ LQFXUUHG E\ WKH &RPSDQ\  7KLV FRXOG RFFXU HLWKHU EHIRUH RU DIWHU WKH IRUPDO UHQXQFLDWLRQ RI
H[SHQGLWXUHVWRWKHWD[DXWKRULWLHVKDYHEHHQPDGH:KHQWKHHOLJLEOHH[SHQGLWXUHVDUHLQFXUUHGWKHWD[YDOXHRI
WKHUHQXQFLDWLRQLVUHFRUGHGDVDGHIHUUHGWD[OLDELOLW\DQGFKDUJHGDJDLQVWRSHUDWLRQVDVDGHIHUUHGWD[SURYLVLRQ


)XUWKHUPRUHDVHOLJLEOHH[SHQGLWXUHVDUHLQFXUUHGWKH&RPSDQ\UHFRJQL]HVDSURUDWDDPRXQWRIWKHIORZWKURXJK
SUHPLXP WKURXJK Finance income LQ WKH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV ZLWK D GHFUHPHQW WR WKH OLDELOLW\ LQ
Trade and other payablesRQWKHFRQVROLGDWHGEDODQFHVKHHW


(ii) Share-based payment arrangements
Stock Option Plan
7KH &RPSDQ\ KDV D VWRFN RSWLRQ SODQ WKH ³6WRFN 2SWLRQ 3ODQ´  ZKLFK LV GHVFULEHG LQ 1RWH   $ZDUGV WR QRQ
HPSOR\HHV DUH PHDVXUHG DW WKH IDLU YDOXH RI WKH JRRGV RU VHUYLFHV UHFHLYHG  $ZDUGV PDGH WR HPSOR\HHV DUH
PHDVXUHGDWWKHJUDQWGDWH$OOVWRFNEDVHGDZDUGVPDGHWRHPSOR\HHVDQGQRQHPSOR\HHVDUHUHFRJQL]HGDWWKH
GDWHRIJUDQWXVLQJDIDLUYDOXHEDVHGPHWKRGWRFDOFXODWHWKHVKDUHEDVHGSD\PHQW7KHVKDUHEDVHGSD\PHQWLV
FKDUJHGWRRSHUDWLRQVRYHUWKHYHVWLQJSHULRGRIWKHRSWLRQVRUVHUYLFHSHULRGZKLFKHYHULVVKRUWHU6WRFNRSWLRQV
YHVWHLWKHULPPHGLDWHO\RURYHUDPRQWKSHULRG


Share Incentive Plan
7KH&RPSDQ\KDVDVKDUHLQFHQWLYHSODQ WKH³6KDUH,QFHQWLYH3ODQ´ ZKLFKLQFOXGHVERWKDVKDUHSXUFKDVHSODQ
WKH ³6KDUH 3XUFKDVH 3ODQ´  DQG D VKDUH ERQXV SODQ WKH ³6KDUH %RQXV 3ODQ´   7KH 6KDUH ,QFHQWLYH 3ODQ LV
DGPLQLVWHUHGE\WKHGLUHFWRUVRIWKH&RPSDQ\7KH6KDUH,QFHQWLYH3ODQSURYLGHVWKDWHOLJLEOHSHUVRQVWKHUHXQGHU
LQFOXGHGLUHFWRUVVHQLRURIILFHUVDQGHPSOR\HHVRIWKH&RPSDQ\DQGLWVGHVLJQDWHGDIILOLDWHVDQGFRQVXOWDQWVZKR
DUHSULPDULO\UHVSRQVLEOHIRUWKHPDQDJHPHQWDQGSURILWDEOHJURZWKRIWKHEXVLQHVV


7KH6KDUH,QFHQWLYH3ODQLVGHVFULEHGLQ1RWH7KH&RPSDQ\XVHVWKHIDLUYDOXHPHWKRGRIDFFRXQWLQJIRUDQG
WRUHFRJQL]HDVFRPSHQVDWLRQH[SHQVHLWVVKDUHEDVHGSD\PHQWVIRUHPSOR\HHV&RPPRQVKDUHVLVVXHGXQGHU


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
WKH6KDUH,QFHQWLYH3ODQDUHYDOXHGEDVHGRQWKHTXRWHGPDUNHW SULFHRQWKHGDWHRIWKHDZDUG7KLVDPRXQWLV
H[SHQVHGRYHUWKHYHVWLQJSHULRG


T  5HYHQXH5HFRJQLWLRQ
5HYHQXHV IURP IUDF VDQG VDOHV DUH UHFRJQL]HG ZKHQ OHJDO WLWOH SDVVHV WR WKH FXVWRPHU ZKLFK PD\ RFFXU DW WKH
&RPSDQ\¶VSURGXFWLRQIDFLOLW\UDLORULJLQRUDWWKHGHVWLQDWLRQWHUPLQDORUWUDQVORDGIDFLOLW\$WWKDWSRLQWGHOLYHU\KDV
RFFXUUHG HYLGHQFH RI D FRQWUDFWXDO DUUDQJHPHQW H[LVWV DQG FROOHFWDELOLW\ LV UHDVRQDEO\ DVVXUHG ,Q  WKH
&RPSDQ\ DGRSWHG ,)56  5HYHQXH ³,)56 ´  7KHUH ZHUH QR FKDQJHV WR WKH FXUUHQW RU WKH SULRU \HDU ZLWK
UHVSHFWWRWKHDGRSWLRQRI,)56


U  (DUQLQJV /RVV SHU6KDUH
7KH&RPSDQ\SUHVHQWVEDVLFDQGGLOXWHGHDUQLQJV ORVV SHUVKDUH ³(36´ GDWDIRULWVFRPPRQVKDUHV%DVLF(36LV
FDOFXODWHGE\GLYLGLQJWKHUHVXOWVRIRSHUDWLRQVDWWULEXWDEOHWRRUGLQDU\VKDUHKROGHUVRIWKH&RPSDQ\E\WKHZHLJKWHG
DYHUDJHQXPEHURIFRPPRQVKDUHVRXWVWDQGLQJGXULQJWKHSHULRG'LOXWHG(36LVGHWHUPLQHGE\DGMXVWLQJWKHUHVXOWV
RIRSHUDWLRQVDWWULEXWDEOHWRFRPPRQVKDUHKROGHUVDQGWKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVRXWVWDQGLQJ
IRUWKHHIIHFWVRIDOOGLOXWLYHSRWHQWLDOFRPPRQVKDUHVZKLFKFRPSULVHZDUUDQWVDQGVKDUHRSWLRQV


V  1HZ6WDQGDUGVDQG,QWHUSUHWDWLRQV1RW<HW$GRSWHG
7KH &RPSDQ\ KDV QRW \HW DGRSWHG WKH IROORZLQJ QHZ DFFRXQWLQJ SURQRXQFHPHQWV ZKLFK DUH HIIHFWLYH IRU ILVFDO
SHULRGVRIWKH&RPSDQ\EHJLQQLQJRQRUDIWHU-DQXDU\

IFRS 16, Leases
,Q  WKH ,$6% LVVXHG LWV QHZ OHDVLQJ VWDQGDUG ,)56  HOLPLQDWHV WKH FODVVLILFDWLRQ RI OHDVHV DV HLWKHU
RSHUDWLQJ OHDVHV RU ILQDQFH OHDVHV DV SUHYLRXVO\ UHTXLUHG E\ ,$6  ,QVWHDG LW LQWURGXFHV D VLQJOH OHDVH
DFFRXQWLQJPRGHO WKDWUHTXLUHV DOHVVHH WRUHFRJQL]H DVVHWVDQG OLDELOLWLHV IRU DOO OHDVHVZLWKD WHUP RI PRUH
WKDQ  PRQWKV XQOHVV WKH XQGHUO\LQJ DVVHW LV RI ORZ YDOXH DQG WR GHSUHFLDWH WKH OHDVH DVVHWV VHSDUDWHO\
IURPLQWHUHVWRQWKHOHDVHOLDELOLWLHVRQWKHLQFRPHVWDWHPHQW

7KH &RPSDQ\ KDV HYDOXDWHG WKH LPSDFW RI DGRSWLQJ WKLV VWDQGDUG DQG GRHV QRW EHOLHYH LW ZLOO KDYH D PDWHULDO
HIIHFWRQLWVILQDQFLDOVWDWHPHQWV

 ),1$1&,$/5,6.0$1$*(0(17$1'&$3,7$/0$1$*(0(17',6&/2685(6

2YHUYLHZ
7KH&RPSDQ\KDVH[SRVXUHWRWKHIROORZLQJULVNVIURPLWVXVHRIILQDQFLDOLQVWUXPHQWV




x
x
x
x

FUHGLWULVN
OLTXLGLW\ULVN
PDUNHWULVNDQG
RSHUDWLRQDOULVN

7KLV QRWH SUHVHQWV LQIRUPDWLRQ DERXW WKH &RPSDQ\¶V H[SRVXUH WR HDFK RI WKH DERYH ULVNV WKH &RPSDQ\¶V
REMHFWLYHVSROLFLHVDQGSURFHVVHVIRUPHDVXULQJDQGPDQDJLQJULVNDQGWKH&RPSDQ\¶VPDQDJHPHQWRIFDSLWDO
)XUWKHUTXDQWLWDWLYHGLVFORVXUHVDUHLQFOXGHGWKURXJKRXWWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV


5LVN0DQDJHPHQW)UDPHZRUN
7KH %RDUG RI 'LUHFWRUV KDV RYHUDOO UHVSRQVLELOLW\ IRU WKH HVWDEOLVKPHQW DQG RYHUVLJKW RI WKH &RPSDQ\¶V ULVN
PDQDJHPHQWIUDPHZRUN7KH%RDUGIXOILOVLWVUHVSRQVLELOLW\WKURXJKWKH$XGLW&RPPLWWHHZKLFKLVUHVSRQVLEOHIRU
RYHUVHHLQJWKH&RPSDQ\¶VULVNPDQDJHPHQWSROLFLHV


7KH&RPSDQ\¶VULVNPDQDJHPHQWSROLFLHVDUHHVWDEOLVKHGWRLGHQWLI\DQGDQDO\]HWKHULVNVIDFHGE\WKH&RPSDQ\
WRVHWDSSURSULDWHULVNOLPLWVDQGFRQWUROVDQGWRPRQLWRUULVNVDQGDGKHUHQFHWROLPLWV5LVNPDQDJHPHQWSUDFWLFHV
DUHUHYLHZHGUHJXODUO\WRUHIOHFWFKDQJHVLQPDUNHWFRQGLWLRQVDQGWKH&RPSDQ\¶VDFWLYLWLHVLQFOXGLQJHQWU\LQWRQHZ
RSHUDWLRQVVXFKDVWKHIUDFVDQGEXVLQHVV7KH&RPSDQ\KDVDQHVWDEOLVKHGFRGHRIFRQGXFWZKLFKVHWVRXWWKH
FRQWUROHQYLURQPHQWZLWKLQZKLFKIUDPHZRUNDOOGLUHFWRUV¶DQGHPSOR\HHV¶UROHVDQGREOLJDWLRQVDUHRXWOLQHG7KH
&RPSDQ\¶VULVNDQGFRQWUROIUDPHZRUNLVIDFLOLWDWHGE\WKHVPDOOVL]HGDQGKDQGVRQH[HFXWLYHWHDP


&UHGLW5LVN
&UHGLW ULVN LV WKH ULVN RI DQ XQH[SHFWHG ILQDQFLDO ORVV WR WKH &RPSDQ\ LI D FXVWRPHU RU WKLUGSDUW\ WR D ILQDQFLDO


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
LQVWUXPHQW IDLOV WR PHHW LWV FRQWUDFWXDO REOLJDWLRQV DQG DULVHV SULQFLSDOO\ IURP WKH &RPSDQ\¶V FDVK UHVWULFWHG
GHSRVLWVLIDQ\UHFHLYDEOHVDQGPDUNHWDEOHVHFXULWLHV


Cash
7KH&RPSDQ\¶VFDVKDQGUHVWULFWHGGHSRVLWVLIDQ\DUHKHOGWKURXJKODUJH&DQDGLDQILQDQFLDOLQVWLWXWLRQV7KH
&RPSDQ\ KDV D FRUSRUDWH SROLF\ RI LQYHVWLQJ LWV DYDLODEOH FDVK LQ &DQDGLDQ JRYHUQPHQW LQVWUXPHQWV DQG
FHUWLILFDWHVRIGHSRVLWRURWKHUGLUHFWREOLJDWLRQVRIPDMRU&DQDGLDQEDQNV


Receivables
7KH &RPSDQ\ KDV LQFUHDVHG LWV H[SRVXUH WR FUHGLW ULVN XSRQ FRPPHQFHPHQW RI VDOHV RI IUDF VDQG  7KH
&RPSDQ\¶VRWKHUUHFHLYDEOHVFRQVLVWRIDPRXQWVGXHIURPIHGHUDODQGSURYLQFLDOJRYHUQPHQWV$PRXQWVGXHIURP
RWKHUSDUWLHVDUHVHWWOHGRQDUHJXODUEDVLV


:KHQ QHFHVVDU\ WKH &RPSDQ\ HVWDEOLVKHV DQ DOORZDQFH IRU LPSDLUPHQW WKDW UHSUHVHQWV LWV HVWLPDWH RI LQFXUUHG
ORVVHVLQUHVSHFWRIUHFHLYDEOHV7KHPDLQFRPSRQHQWRIWKLVDOORZDQFHLVDVSHFLILFORVVFRPSRQHQWWKDWUHODWHVWR
LQGLYLGXDOO\VLJQLILFDQWH[SRVXUHV


)XUWKHUZKHQWKH&RPSDQ\HQJDJHVLQFRUSRUDWHWUDQVDFWLRQVLWVHHNVWRPDQDJHLWVH[SRVXUHE\HQVXULQJWKDW
DSSURSULDWH UHFRXUVH LV LQFOXGHG LQ VXFK DJUHHPHQWV XSRQ WKH FRXQWHUSDUW\¶V IDLOXUH WR PHHW FRQWUDFWXDO
REOLJDWLRQV
Marketable securities
7KH &RPSDQ\ OLPLWV LWV H[SRVXUH WR FUHGLW ULVN E\ LQYHVWLQJ RQO\ LQ VHFXULWLHV ZKLFK DUH OLVWHG RQ SXEOLF VWRFN
H[FKDQJHV  6XFK VWUDWHJLF LQYHVWPHQWV DUH DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV RI WKH &RPSDQ\  0DQDJHPHQW
DFWLYHO\ PRQLWRUV FKDQJHV LQ WKH PDUNHWV DQG PDQDJHPHQW GRHV QRW H[SHFW DQ\ FRXQWHUSDUW\ WR IDLO WR PHHW LWV
REOLJDWLRQV7KH&RPSDQ\¶VLQYHVWPHQWVDUHJHQHUDOO\LQWKHMXQLRUQDWXUDOUHVRXUFHVVHFWRUDQGWKHVHFRPSDQLHV
DUHVXEMHFWWRVLPLODUDUHDVRIULVNDVWKH&RPSDQ\LWVHOI


Guarantees
7KH &RPSDQ\¶V SROLF\ LV WR SURYLGH ILQDQFLDO JXDUDQWHHV RQO\ WR ZKROO\RZQHG VXEVLGLDULHV RU XQGHU EXVLQHVV
DUUDQJHPHQWVZKHUHWKHEHQHILWRIWKHJXDUDQWHHZLOOHQXUHWRWKH&RPSDQ\$VDW'HFHPEHUDQG
WKH&RPSDQ\KDGQRWKLUGSDUW\JXDUDQWHHVRXWVWDQGLQJ

/LTXLGLW\5LVN
/LTXLGLW\ ULVN LV WKH ULVN WKDW WKH &RPSDQ\ ZLOO HQFRXQWHU GLIILFXOW\ LQ PHHWLQJ WKH REOLJDWLRQV DVVRFLDWHG ZLWK LWV
ILQDQFLDO OLDELOLWLHV WKDW DUH VHWWOHG E\ GHOLYHULQJ FDVK RU DQRWKHU ILQDQFLDO DVVHW  7KH &RPSDQ\¶V DSSURDFK WR
PDQDJLQJOLTXLGLW\LVWRHQVXUHDVIDUDVSRVVLEOHWKDWLWZLOODOZD\VKDYHVXIILFLHQWOLTXLGLW\WRPHHWLWVOLDELOLWLHV
ZKHQGXHZLWKRXWLQFXUULQJXQDFFHSWDEOHORVVHVRUULVNLQJXQGXHGDPDJHWRWKH&RPSDQ\¶VUHSXWDWLRQ


7KH&RPSDQ\¶VREMHFWLYHLVWRPDLQWDLQVXIILFLHQWFDSLWDOLQRUGHUWRPHHWVKRUWWHUPEXVLQHVVUHTXLUHPHQWVDIWHU
WDNLQJ LQWR DFFRXQW FDVK IORZV IURP RSHUDWLRQV DQG WKH &RPSDQ\¶V KROGLQJV RI FDVK DQG FDVK HTXLYDOHQWV DQG
PDUNHWDEOH VHFXULWLHV 7KLV LV DFFRPSOLVKHG E\ EXGJHWV DQG IRUHFDVWVZKLFKDUHXSGDWHGRQ DSHULRGLF EDVLV WR
XQGHUVWDQGIXWXUHFDVKQHHGVDQGVRXUFHV:KHQSRVVLEOHVSHQGLQJSODQVDUHDGMXVWHGDFFRUGLQJO\WRSURYLGHIRU
OLTXLGLW\

7KH &RPSDQ\ PDQDJHV LWV OLTXLGLW\ ULVN WKURXJK WKH PHFKDQLVPV GHVFULEHG DERYH DQG DV SDUW RI &DSLWDO
'LVFORVXUHVEHORZ7KH&RPSDQ\KDVKLVWRULFDOO\UHOLHGRQLVVXDQFHVRIFRPPRQVKDUHVWRGHYHORSSURMHFWVDQG
WRILQDQFHGD\WRGD\RSHUDWLRQVDQGPD\GRVRDJDLQLQWKHIXWXUH


$V GHVFULEHG LQ 1RWH  WKH &RPSDQ\ LV H[SHULHQFLQJ OLTXLGLW\ LVVXHV DQG KDV UHILQDQFHG D SRUWLRQ RI LWV WUDGH
SD\DEOHVDQGORDQVDVRXWOLQHGLQ1RWH


0DUNHW5LVN
0DUNHW ULVN LV WKH ULVN WKDW FKDQJHV LQ PDUNHW SULFHV VXFK DV IRUHLJQ H[FKDQJH UDWHV LQWHUHVW UDWHV FRPPRGLW\
SULFHVDQGHTXLW\SULFHVZLOODIIHFWWKH&RPSDQ\¶VLQFRPHWKHYDOXHRILWV( (DQG03 'SURSHUWLHVRUWKHYDOXH
RILWVKROGLQJVRIILQDQFLDOLQVWUXPHQWV7KHREMHFWLYHRIPDUNHWULVNPDQDJHPHQWLVWRPDQDJHDQGFRQWUROPDUNHW
ULVNH[SRVXUHVZLWKLQDFFHSWDEOHSDUDPHWHUVZKLOHRSWLPL]LQJWKHUHWXUQ7KHIUDFVDQGPDUNHWLVUHODWLYHO\QHZWR
WKH&RPSDQ\DQGLVVXEMHFWWRPDUNHWIRUFHVDIIHFWLQJRLODQGQDWXUDOJDVSULFLQJDQGUHODWHGGHPDQGIRUIUDFVDQG




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
Currency risk
7KH&RPSDQ\ LV H[SRVHG WR FXUUHQF\ ULVN RQ SXUFKDVHV DQG RWKHU SD\DEOHV WKDW DUH GHQRPLQDWHG LQ DFXUUHQF\
RWKHU WKDQ WKH IXQFWLRQDO FXUUHQF\ RI WKH &RPSDQ\ WKH 86 GROODU  7KH SULPDU\ FXUUHQF\ LQ ZKLFK WKHVH
WUDQVDFWLRQVDUHGHQRPLQDWHGLVWKH&DQDGLDQGROODU7KH&RPSDQ\GRHVQRWDFWLYHO\KHGJHLWVIRUHLJQFXUUHQF\
H[SRVXUH


Interest rate risk
,QWHUHVWUDWHULVNLVWKHULVNWKDWWKHIDLUYDOXHRUIXWXUHFDVKIORZVRIDILQDQFLDOLQVWUXPHQWZLOOIOXFWXDWHEHFDXVHRI
FKDQJHV LQ PDUNHW LQWHUHVW UDWHV  7KH &RPSDQ\¶V GHEW EHDUV LQWHUHVW DW IL[HG UDWHV 1RWH    $FFRUGLQJO\ WKH
HVWLPDWHGHIIHFWRIDESVFKDQJHLQLQWHUHVWUDWHZRXOGQRWKDYHDPDWHULDOHIIHFWRQWKH&RPSDQ\¶VUHVXOWVRI
RSHUDWLRQV1RQHRIWKH&RPSDQ\¶VRWKHUILQDQFLDOLQVWUXPHQWVDUHLQWHUHVWEHDULQJ&RQVHTXHQWO\WKH&RPSDQ\
LVQRWSUHVHQWO\H[SRVHGWRDQ\VLJQLILFDQWLQWHUHVWUDWHULVNZKLFKFRXOGEHFDXVHGE\DVXGGHQFKDQJHLQPDUNHW
LQWHUHVWUDWHV
Other market price risk
7KH &RPSDQ\¶V PDUNHWDEOH VHFXULWLHV DQG VWUDWHJLF LQYHVWPHQWV DUH VXEMHFW WR HTXLW\ SULFH ULVN  7KH YDOXHV RI
WKHVHLQYHVWPHQWVZLOOIOXFWXDWHDVDUHVXOWRIFKDQJHVLQPDUNHWSULFHVWKHSULFHRIPHWDOVRURWKHUIDFWRUVDIIHFWLQJ
WKHYDOXHRIWKHLQYHVWPHQWV


&RPPRGLW\ SULFH ULVN LV WKH SRWHQWLDO DGYHUVH LPSDFW RQ HDUQLQJV DQG HFRQRPLF YDOXH GXH WR FRPPRGLW\ SULFH
PRYHPHQWVDQGYRODWLOLWLHV7KHYDOXHRIWKH&RPSDQ\¶VPLQHUDOUHVRXUFHSURSHUWLHVLVUHODWHGWRWKHSULFHRIDQG
RXWORRN IRU EDVH DQG SUHFLRXV PHWDOV  +LVWRULFDOO\ VXFK SULFHV KDYH IOXFWXDWHG DQG DUH DIIHFWHG E\ QXPHURXV
IDFWRUV RXWVLGH RI WKH &RPSDQ\¶V FRQWURO LQFOXGLQJ EXW QRW OLPLWHG WR LQGXVWULDO DQG UHWDLO GHPDQG FHQWUDO EDQN
OHQGLQJIRUZDUGVDOHVE\SURGXFHUVDQGVSHFXODWRUVOHYHOVRIZRUOGZLGHSURGXFWLRQVKRUWWHUPFKDQJHVLQVXSSO\
DQGGHPDQGEHFDXVHRIVSHFXODWLYHKHGJLQJDFWLYLWLHVDQGRWKHUIDFWRUVVXFKDVVLJQLILFDQWPLQHFORVXUHV


7KH&RPSDQ\GRHVQRWKDYHDQ\KHGJLQJRURWKHUFRPPRGLW\EDVHGULVNVUHVSHFWLQJLWVRSHUDWLRQV7KHYDOXHRI
WKH&RPSDQ\¶VVWUDWHJLFLQYHVWPHQWVLVDOVRUHODWHGWRWKHSULFHRIDQGRXWORRNIRUEDVHDQGSUHFLRXVPHWDOVDQG
RWKHUPLQHUDOV7KHIXWXUHSULFHVRIIUDFVDQGVDOHVDUHDOVRVXEMHFWWRVLPLODUULVNV


2SHUDWLRQDO5LVN
2SHUDWLRQDO ULVN LV WKH ULVN RI GLUHFW RU LQGLUHFW ORVV DULVLQJ IURP D ZLGH YDULHW\ RI FDXVHV DVVRFLDWHG ZLWK WKH
&RPSDQ\¶VSURFHVVHVSHUVRQQHOWHFKQRORJ\DQGLQIUDVWUXFWXUHDQGIURPH[WHUQDOIDFWRUVRWKHUWKDQFUHGLWPDUNHW
DQGOLTXLGLW\ULVNVVXFKDVWKRVHDULVLQJIURPOHJDODQGUHJXODWRU\UHTXLUHPHQWVDQGJHQHUDOO\DFFHSWHGVWDQGDUGV
RIFRUSRUDWHEHKDYLRXU2SHUDWLRQDOULVNVDULVHIURPDOORIWKH&RPSDQ\¶VRSHUDWLRQV7KH&RPSDQ\W\SLFDOO\KDV
WZRPDLQVDQGVXSSOLHUVDQGLQRUGHUWRSDUWO\PLWLJDWHVXSSO\ULVNKDVRSWLRQHGWKH%HDU&RXOHHSURSHUW\ GHILQHG
EHORZ 


7KH &RPSDQ\¶V REMHFWLYH LV WR PDQDJH RSHUDWLRQDO ULVN VR DV WR EDODQFH WKH DYRLGDQFH RI ILQDQFLDO ORVVHV DQG
GDPDJHWRWKH&RPSDQ\¶VUHSXWDWLRQZLWKRYHUDOOFRVWHIIHFWLYHQHVVDQGWRDYRLGFRQWUROSURFHGXUHVWKDWUHVWULFW
LQLWLDWLYHDQGFUHDWLYLW\


7KH SULPDU\ UHVSRQVLELOLW\ IRU WKH GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI FRQWUROV WR DGGUHVV RSHUDWLRQDO ULVN LV
DVVLJQHGWRVHQLRUPDQDJHPHQW7KH&RPSDQ\KDVDVPDOOEXWKDQGVRQDQGH[SHULHQFHGH[HFXWLYHWHDPZKLFK
IDFLOLWDWHV FRPPXQLFDWLRQ DFURVV WKH &RPSDQ\  7KLV H[SHUWLVH LV VXSSOHPHQWHG ZKHQ QHFHVVDU\ E\ WKH XVH RI
H[SHULHQFHGFRQVXOWDQWVLQOHJDOFRPSOLDQFHDQGLQGXVWU\UHODWHGVSHFLDOWLHV7KH&RPSDQ\DOVRKDVVWDQGDUGV
IRUWKHPDQDJHPHQWRIRSHUDWLRQDOULVNLQWKHIROORZLQJDUHDV
x UHTXLUHPHQWVIRUDSSURSULDWHVHJUHJDWLRQRIGXWLHVLQFOXGLQJWKHLQGHSHQGHQWDXWKRUL]DWLRQRIWUDQVDFWLRQV
x UHTXLUHPHQWVIRUWKHUHFRQFLOLDWLRQDQGPRQLWRULQJRIWUDQVDFWLRQV
x FRPSOLDQFHZLWKUHJXODWRU\DQGRWKHUOHJDOUHTXLUHPHQWVLQFOXGLQJWKH2FFXSDWLRQDO+HDOWKDQG6DIHW\$FW
DQG UHODWHG UHJXODWLRQV DQG FRGHV DQG WKH 5DLOZD\ 6DIHW\ $FW DQG UHTXLUHPHQWV RI WKH &DQDGLDQ
7UDQVSRUWDWLRQ$JHQF\
x GRFXPHQWDWLRQRIFRQWUROVDQGSURFHGXUHVLQFOXGLQJTXDOLW\FRQWURODQGSODQWPDLQWHQDQFH
x GHYHORSPHQWRIFRQWLQJHQF\SODQV
x HWKLFDODQGEXVLQHVVVWDQGDUGVDQG
x ULVNPLWLJDWLRQLQFOXGLQJLQVXUDQFHZKHQWKLVLVHIIHFWLYHDQGDYDLODEOH


&RPSOLDQFHZLWK&RPSDQ\VWDQGDUGVLVVXSSRUWHGE\DFRGHRIFRQGXFWZKLFKLVSURYLGHGWRVDODULHGHPSOR\HHV
RIILFHUVDQGGLUHFWRUV7KH&RPSDQ\UHTXLUHVVLJQRIIRIFRPSOLDQFHZLWKWKHFRGHRIFRQGXFW


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)


&DSLWDO0DQDJHPHQW'LVFORVXUHV
7KH &RPSDQ\¶V REMHFWLYH ZKHQ PDQDJLQJ FDSLWDO LV WR VDIHJXDUG LWV DFFXPXODWHG FDSLWDO LQ RUGHU WR SURYLGH DQ
DGHTXDWHUHWXUQWRVKDUHKROGHUVE\PDLQWDLQLQJDVXIILFLHQWOHYHORIIXQGVWRVXSSRUWFRQWLQXHGSURMHFWGHYHORSPHQW
DQGFRUSRUDWHDFWLYLWLHV&DSLWDOLVGHILQHGE\WKH&RPSDQ\DVWKHDJJUHJDWHRILWVVKDUHKROGHUV¶HTXLW\DVZHOODV
DQ\ORQJWHUPGHEWHTXLSPHQWEDVHGDQGRUSURMHFWEDVHGILQDQFLQJ

$VDW'HFHPEHU
6KDUHKROGHUV HTXLW\
/RDQVDQGERUURZLQJVORQJWHUPSRUWLRQ
3DUWLFLSDWLQJ,QWHUHVW





 
  
 
 


7KH&RPSDQ\PDQDJHVLWVFDSLWDOVWUXFWXUHDQGPDNHVDGMXVWPHQWVWRLWEDVHGRQWKHOHYHORIIXQGVDYDLODEOHWR
WKH&RPSDQ\WRPDQDJHLWVRSHUDWLRQV,QRUGHUWRPDLQWDLQRUDGMXVWWKHFDSLWDOVWUXFWXUHWKH&RPSDQ\H[SHFWV
WKDWLWZLOOEHDEOHWRREWDLQHTXLW\ORQJWHUPGHEWHTXLSPHQWEDVHGZRUNLQJFDSLWDODQGRUSURMHFWEDVHGILQDQFLQJ
VXIILFLHQWWRPDLQWDLQDQGH[SDQGLWVRSHUDWLRQV7KHUHDUHQRDVVXUDQFHVWKDWWKHVHLQLWLDWLYHVZLOOEHVXFFHVVIXO
,Q RUGHU WR DFKLHYH WKHVH REMHFWLYHV WKH &RPSDQ\ LQYHVWV LWV XQH[SHQGHG FDVK LQ KLJKO\OLTXLG UDWHG ILQDQFLDO
LQVWUXPHQWV


1HLWKHUWKH&RPSDQ\QRULWVVXEVLGLDULHVDUHVXEMHFWWRH[WHUQDOO\LPSRVHGFDSLWDOUHTXLUHPHQWV7KHUHZHUHQR
FKDQJHVLQWKH&RPSDQ\¶VDSSURDFKWRFDSLWDOPDQDJHPHQWGXULQJWKH\HDU

 '(7(50,1$7,212))$,59$/8(6

$ QXPEHU RI WKH &RPSDQ\¶V DFFRXQWLQJ SROLFLHV DQG GLVFORVXUHV UHTXLUH WKH GHWHUPLQDWLRQ RI IDLU YDOXH IRU ERWK
ILQDQFLDO DQG QRQILQDQFLDO DVVHWV DQG OLDELOLWLHV  )DLU YDOXHV KDYH EHHQ GHWHUPLQHG IRU PHDVXUHPHQW DQGRU
GLVFORVXUH SXUSRVHV EDVHG RQ WKH PHWKRGV GHVFULEHG EHORZ  :KHQ DSSOLFDEOH IXUWKHU LQIRUPDWLRQ DERXW WKH
DVVXPSWLRQVPDGHLQGHWHUPLQLQJIDLUYDOXHVLVGLVFORVHGLQWKHQRWHVVSHFLILFWRWKDWDVVHWRUOLDELOLW\


Fair value hierarchy
7KHGLIIHUHQWOHYHOVRIYDOXDWLRQDUHGHILQHGDVIROORZV


/HYHO
/HYHO
/HYHO

4XRWHGSULFHV XQDGMXVWHG LQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV
,QSXWVRWKHUWKDQTXRWHGSULFHVLQFOXGHGZLWKLQ/HYHOWKDWDUHREVHUYDEOHIRUWKHDVVHWRUOLDELOLW\
HLWKHUGLUHFWO\ LHDVSULFHV RULQGLUHFWO\ LHGHULYHGIURPSULFHV DQG
,QSXWVIRUWKHDVVHWRUOLDELOLW\DUHQRWEDVHGRQREVHUYDEOHPDUNHWGDWD XQREVHUYDEOHLQSXWV 



D  3DUWLFLSDWLQJ,QWHUHVW
7KH IDLU YDOXH RI WKH 3DUWLFLSDWLQJ ,QWHUHVW LV EDVHG RQ WKH HVWLPDWHV RI H[SHFWHG IXWXUH FDVK IORZV DV WKH
H[SHFWDWLRQVRISD\PHQWVRIWKH3DUWLFLSDWLQJ,QWHUHVWFKDQJH


E  0DUNHWDEOH6HFXULWLHV
7KHIDLUYDOXHRIILQDQFLDODVVHWVDWIDLUYDOXHWKURXJKRSHUDWLRQVRU2&,LVGHWHUPLQHGE\UHIHUHQFHWRWKHLUTXRWHG
FORVLQJELGSULFHDWWKHUHSRUWLQJGDWH


F  5HFHLYDEOHV
7KHIDLUYDOXHRIUHFHLYDEOHVLVHVWLPDWHGDVWKHSUHVHQWYDOXHRIIXWXUHFDVKIORZVGLVFRXQWHGDWWKHPDUNHWUDWHRI
LQWHUHVWDWWKHUHSRUWLQJGDWH7KLVIDLUYDOXHLVGHWHUPLQHGIRUGLVFORVXUHSXUSRVHVRQO\


G  :DUUDQWVDQGRUHPEHGGHGGHULYDWLYHV
7KH IDLU YDOXHV RI ZDUUDQWV DQGRU HPEHGGHG GHULYDWLYHV LQFOXGHG LQ HLWKHU ILQDQFLDO DVVHWV RU OLDELOLWLHV DW IDLU
YDOXH WKURXJK RSHUDWLRQV RU LQ HTXLW\ DUH EDVHG XSRQ WKH %ODFN6FKROHV RSWLRQSULFLQJ PRGHO  0HDVXUHPHQW
LQSXWV LQFOXGH VKDUH SULFH RQ PHDVXUHPHQW GDWH H[HUFLVH SULFH RI WKH LQVWUXPHQW H[SHFWHG YRODWLOLW\ EDVHG RQ
ZHLJKWHG DYHUDJH KLVWRULF YRODWLOLW\ DGMXVWHG IRU FKDQJHV H[SHFWHG GXH WR SXEOLFO\DYDLODEOH LQIRUPDWLRQ  ZHLJKWHG
DYHUDJH H[SHFWHG OLIH RI WKH LQVWUXPHQWV EDVHG RQ KLVWRULF H[SHULHQFH DQG JHQHUDO RSWLRQKROGHU EHKDYLRXU 
H[SHFWHGGLYLGHQGVDQGWKHULVNIUHHLQWHUHVWUDWH EDVHGRQJRYHUQPHQWERQGV 



1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
H  1RQGHULYDWLYH)LQDQFLDO/LDELOLWLHV
)DLUYDOXHZKLFKLVGHWHUPLQHGIRUGLVFORVXUHSXUSRVHVLVFDOFXODWHGEDVHGRQWKHSUHVHQWYDOXHRIIXWXUHSULQFLSDO
DQGLQWHUHVWFDVKIORZVGLVFRXQWHGDWWKHPDUNHWUDWHRILQWHUHVWDWWKHUHSRUWLQJGDWH


I  6KDUHEDVHG3D\PHQW7UDQVDFWLRQV
7KHIDLUYDOXHRIVKDUHRSWLRQVLVPHDVXUHGXVLQJWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHO7KHPHDVXUHPHQWLQSXWV
DUH GHVFULEHG DERYH XQGHU 1RWH  H   $Q\ VHUYLFH DQG QRQPDUNHW SHUIRUPDQFH FRQGLWLRQV DWWDFKHG WR WKH
WUDQVDFWLRQVDUHQRWWDNHQLQWRDFFRXQWLQGHWHUPLQLQJIDLUYDOXH

 5(&(,9$%/(6

$VDW'HFHPEHU
7UDGHDFFRXQWVUHFHLYDEOH
2WKHUUHFHLYDEOHV
3URPLVVRU\QRWHDQGLQWHUHVW





 
 

 





'XULQJWKH&RPSDQ\FRPPLWWHGWRSURYLGHXSWRLQIXQGLQJXQGHUFHUWDLQWHUPVRIDVHFXUHGQRWH
7KHQRWHEHDUVLQWHUHVWRILVVHFXUHGDQGZDVWRPDWXUHRQ-XQH'XULQJWKHILUVWKDOIRIWKH
&RPSDQ\DGYDQFHGLQDGGLWLRQWRDGYDQFHGGXULQJ'XULQJWKH&RPSDQ\UHFHLYHG
UHSD\PHQWRIWKHQRWHDQGDFFUXHGLQWHUHVW3URFHHGVUHFHLYHGIURPUHSD\PHQWRIWKLVORDQZHUHXVHGWRUHSD\D
SRUWLRQRIRWKHUFXUUHQWORDQV LQ1RWH 

7KHDJLQJRIWKHDFFRXQWVUHFHLYDEOHEDODQFHRIDVDW'HFHPEHULVFXUUHQW 'HFHPEHU±
FXUUHQW $VDW'HFHPEHURQHRIWKH&RPSDQ\¶VIRXUFXVWRPHUVDFFRXQWHGIRURIWKHWUDGHDFFRXQWV
UHFHLYDEOHEDODQFH 'HFHPEHU±RQHFXVWRPHUIRU 

 0$5.(7$%/(6(&85,7,(6

7KH&RPSDQ\UHFRUGVLWVLQYHVWPHQWLQVKDUHVDWDYDLODEOHPDUNHWSULFHVZLWKDQ\GLIIHUHQFHLQIDLUYDOXHFRPSDUHG
ZLWKDFTXLVLWLRQFRVWEHLQJUHFRUGHGDVJDLQRUORVVRQILQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,7KH&RPSDQ\¶V
ILQDQFLDO DVVHWV DW IDLU YDOXH WKURXJK 2&, DUH OLVWHG RQ SXEOLF VWRFN H[FKDQJHV LQFOXGLQJ WKH 76; DQG 7RURQWR
9HQWXUH([FKDQJH'XULQJWKH&RPSDQ\VROGDSRUWLRQRILWVKROGLQJVLQPDUNHWDEOHVHFXULWLHVIRUSURFHHGV
RI  $VDW'HFHPEHURQHMXQLRUPLQLQJFRPSDQ\FRPSULVHG 'HFHPEHU
± RIWKHEDODQFHRIWKH&RPSDQ\¶VLQYHVWPHQWLQVKDUHV

 ,19(1725<

$VDW'HFHPEHU
5DZPDWHULDO
6WRUHGDW33ODQW
)LQLVKHGJRRGV RWKHULQYHQWRU\





 
 






7KH &RPSDQ\ GHWHUPLQHG WKDW D ZULWHGRZQ RI LQYHQWRU\ RI   ± UHFRYHU\ RI SUHYLRXVO\ LPSDLUHG
LQYHQWRU\RI WRQHWUHDOL]DEOHYDOXHZDVUHTXLUHGGXULQJDQGZDVUHFRUGHGXQGHUFRVWRIJRRGVVROG
LQWKHStatement of Operations'XULQJRZQHUVKLSRIWRQVRIVDQGVWRUHGLQ:LVFRQVLQZDVWUDQVIHUUHG
WRWKHVWRUDJHIDFLOLWLHVUHVXOWLQJLQDUHGXFWLRQLQWKH&RPSDQ\¶VLQYHQWRU\YDOXHRI




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
 ),1$1&,$/,167580(176

&UHGLW5LVN
Exposure to credit risk
7KHFDUU\LQJDPRXQWRIILQDQFLDODVVHWVUHSUHVHQWVWKHPD[LPXPFUHGLWH[SRVXUH$OODPRXQWVDUHKHOGLQ&DQDGD
7KHPD[LPXPH[SRVXUHWRFUHGLWULVNDWWKHUHSRUWLQJGDWHZDV

$VDW'HFHPEHU
&DUU\LQJDPRXQW
&DVK
5HFHLYDEOHV
)LQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,





Notes

 
 
 

6
7






/LTXLGLW\5LVN
7KHIROORZLQJWDEOHVKRZVWKHFRQWUDFWXDOPDWXULWLHVRIILQDQFLDOOLDELOLWLHVDVDWWKHUHSRUWLQJGDWH




1RQGHULYDWLYHILQDQFLDOOLDELOLWLHV


7UDGHDQG RWKHU
SD\DEOHV 

6KRUWWHUP
ORDQV

/RQJWHUP
OLDELOLWLHV

$VDW'HFHPEHU
&DUU\LQJDPRXQW
&RQWUDFWXDOFDVKIORZV
PRQWKVRUOHVV
PRQWKV
\HDUV



















$VDW'HFHPEHU
&DUU\LQJDPRXQW

   

&RQWUDFWXDOFDVKIORZV
PRQWKVRUOHVV
PRQWKV
\HDUV
















7RWDO




 








$VGHVFULEHGLQ1RWHVDQGVLJQLILFDQWDPRXQWVLQWUDGHSD\DEOHVDQGWKHHQWLUHEDODQFHRIVKRUWWHUPORDQV
FDQQRWEHUHSDLGXQWLOWKH6HFXUHG/HQGHULVUHSDLG7KXVDOWKRXJKWKHFRQWUDFWXDOFDVKIORZVRIWKHVHEDODQFHVDUH
DOOVL[PRQWKVRUOHVVWKH\DUHQRWH[SHFWHGWREHUHSDLGXQWLODIWHUWKHPDWXULW\GDWHRIWKH6HFXUHG/HQGHU




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
&XUUHQF\5LVN
Exposure to currency risk
$VDW'HFHPEHU
86

&$'




 
 





 
 
 

LQWKRXVDQGVRI86GROODUV

&DVK
5HFHLYDEOHV
0DUNHWDEOHVHFXULWLHV
7UDGHDQGRWKHUSD\DEOHV
/RDQVDQGERUURZLQJV
3DUWLFLSDWLQJ,QWHUHVW

  
$VDW'HFHPEHU
86

&$'




 
 





 
 
 

LQWKRXVDQGVRI86GROODUV

&DVK
5HFHLYDEOHV
0DUNHWDEOHVHFXULWLHV
7UDGHDQGRWKHUSD\DEOHV
/RDQVDQGERUURZLQJV
3DUWLFLSDWLQJ,QWHUHVW

  

Sensitivity analysis
$  ZHDNHQLQJ RI WKH 8QLWHG 6WDWHV GROODU ZRXOG KDYH DQ DSSUR[LPDWH HIIHFW RQ WKH &RPSDQ\¶V HTXLW\ RI
RQEDODQFHVGHQRPLQDWHGLQ&$'DVDW'HFHPEHU  7KHDQDO\VLVDVVXPHV
WKDWDOORWKHUYDULDEOHVLQSDUWLFXODULQWHUHVWUDWHVUHPDLQFRQVWDQW

)DLU9DOXH
Fair values versus carrying amounts
7KH IDLU YDOXHV RI WKH &RPSDQ\¶V ILQDQFLDO DVVHWV DQG OLDELOLWLHV HTXDO WKHLU FDUU\LQJ DPRXQWV VKRZQ LQ WKH
FRQVROLGDWHGEDODQFHVKHHWV7KH&RPSDQ\KDVQRWPDGHDQ\UHFODVVLILFDWLRQVEHWZHHQDVVHWVUHFRUGHGDWFRVW
RUDPRUWL]HGFRVWDQGIDLUYDOXH


7KHWDEOHEHORZDQDO\VHVILQDQFLDOLQVWUXPHQWVFDUULHGDWIDLUYDOXHE\YDOXDWLRQPHWKRG

/HYHO
$VDW'HFHPEHU
)LQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,
)LQDQFLDOOLDELOLWLHVDWIDLUYDOXH

/HYHO

7RWDO

  

   
  


/HYHO
$VDW'HFHPEHU
)LQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,
)LQDQFLDOOLDELOLWLHVDWIDLUYDOXH

/HYHO

7RWDO

  

   
    


7KHUHKDYHEHHQQRWUDQVIHUVEHWZHHQ/HYHO/HYHODQG/HYHOGXULQJWKHFXUUHQWDQGSULRUUHSRUWLQJSHULRGV
$OORIWKHVKDUHVRZQHGE\WKH&RPSDQ\DUHYDOXHGXVLQJ/HYHOPHWKRGRORJLHV


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
 3523(57<3/$17$1'(48,30(17

%DODQFHVDVDW-DQXDU\
&RVW
$FFXPXODWHG$PRUWL]DWLRQ
(IIHFWRI)RUHLJQ([FKDQJH





9HKLFOHV
(TXLSPHQW
DQG0RELOH
7RWDO
DQG)XUQLWXUH
(TXLSPHQW
   
     
    


/DQGDQG
%XLOGLQJ

33ODQW

&DUU\LQJ$PRXQW



$GGLWLRQV
'LVSRVDOVFRVW
'LVSRVDOVDFFXPXODWHGDPRUWL]DWLRQ
$PRUWL]DWLRQ
%DODQFHVDVDW'HFHPEHU
&RVW
$FFXPXODWHG$PRUWL]DWLRQ
(IIHFWRI)RUHLJQ([FKDQJH

  
  
  
   











  
   
   


 


&DUU\LQJ$PRXQW







$GGLWLRQV
$PRUWL]DWLRQ
%DODQFHVDVDW'HFHPEHU
&RVW
$FFXPXODWHG$PRUWL]DWLRQ
(IIHFWRI)RUHLJQ([FKDQJH




 
  











  
   
   


 


&DUU\LQJ$PRXQW







 
  
 
  

 

 




'XULQJWKH&RPSDQ\FRPSOHWHGWKHUHIXUELVKPHQWRILWVIUDFVDQGZDVKSODQWDWWKH33ODQW7KHZDVKSODQW
SURYLGHVWKHDELOLW\WRLPPHGLDWHO\ZDVKDQGVHOOVDQGWRFXVWRPHUVRQDQDVQHHGHGEDVLV$VDW'HFHPEHU
9HKLFOHVDQG0RELOH(TXLSPHQWLQFOXGHVQLO  RIHTXLSPHQWUHPDLQLQJWREHDFTXLUHGDWWKH
HQGRILWVWHUPXQGHUILQDQFHOHDVHV


 0,1(3523(57<$1''(9(/230(17352-(&7
-DQXDU\

0LQDJR

&XUUHQW
([SHQGLWXUHV

:ULWHGRZQV

'HFHPEHU


    
    
-DQXDU\


0LQDJR

&XUUHQW
([SHQGLWXUHV

'HFHPEHU




  
  


0LQDJR
7KHRZQHG0LQDJRSURMHFWFRYHUVDSSUR[LPDWHO\KDWKURXJKDFRPELQDWLRQRIPLQLQJFODLPVPLQHUDO
OHDVHV DQG D PLQHUDO H[SORUDWLRQ OLFHQFH RQ 0DQLWRED¶V 7KRPSVRQ 1LFNHO %HOW  7KH SURSHUW\ HQFRPSDVVHV WKH
1RVH 'HSRVLW ZKLFK FRQWDLQV WKH HQWLUH FXUUHQW QLFNHO PLQHUDO UHVRXUFH DQG WKH 1RUWK /LPE D ]RQH RI QLFNHO
PLQHUDOL]DWLRQZLWKDNQRZQVWULNHOHQJWKRINLORPHWUHVORFDWHGWRWKHQRUWKRIWKH1RVH'HSRVLW


)URP  WR GDWH FRQVLGHUDEOH ZRUN KDV EHHQ SHUIRUPHG LQFOXGLQJ GLDPRQG GULOOLQJ PHWDOOXUJLFDO WHVWLQJ DQG
HQJLQHHULQJVWXGLHVDQGDOOWKHVWXGLHVUHTXLUHGWRFRPSOHWHWKH(QYLURQPHQWDO,PSDFW6WXG\WKDWZDVILOHGLQ0D\
$VDUHVXOWLQ$XJXVWWKH&RPSDQ\UHFHLYHGLWV(QYLURQPHQWDO$FW/LFHQFH ³($/´ ,Q$SULOWKH
&RPSDQ\DQQRXQFHGWKHILOLQJRIDQDPHQGPHQWWRWKH($/WRUHORFDWHWKHSHUPLWWHG0LQDJRWDLOLQJVIDFLOLWLHVVXFK
WKDW LW ZLOO QRW LQWHUIHUH ZLWK SRWHQWLDO QLFNHO UHVRXUFHV DQG DOVR UHGXFH RSHUDWLQJ FRVWV $OWKRXJK WKLV DPHQGPHQW


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
ZRXOG EH SUHIHUDEOH LW LV QRW QHFHVVDU\ IRU WKH 0LQDJR SURMHFW WR EH GHYHORSHG  2Q FRPSOHWLRQ RI )LUVW 1DWLRQV
FRQVXOWDWLRQWKHJRYHUQPHQWLVH[SHFWHGWRLVVXHWKHDPHQGPHQWWRWKHH[LVWLQJ($/ZKLFKFRQWLQXHVWREHYDOLG
7KH UHVXOWV RI WKH 0LQDJR )HDVLELOLW\ 6WXG\ ³)6´  ZHUH DQQRXQFHG LQ 'HFHPEHU  DQG LPSURYHPHQWV WKHUHWR
DQQRXQFHGLQ-XQHDQG-XO\


)LYHPLQHUDOFODLPVWRWDOOLQJKDORFDWHGDWWKHQRUWKHQGRIWKH&RPSDQ\¶VH[LVWLQJ0LQDJRSURSHUW\SDFNDJHDUH
VXEMHFW WR D PD[LPXP  QHW VPHOWHU UHWXUQ UR\DOW\ ³165´  ZLWK D  EDFNLQ ULJKW WKHVH FODLPV UHSUHVHQW
DSSUR[LPDWHO\RIWKHWRWDO0LQDJRSURMHFWDQGDUHQRWFRQWDLQHGLQWKH)6SLWIRRWSULQW

7KH0LQDJRSURMHFWLVQRWLQSURGXFWLRQ$FFRUGLQJO\WKH0LQDJRSURMHFWLVQRWEHLQJGHSUHFLDWHG

$VDW'HFHPEHUWKH&RPSDQ\WHVWHGWKH0LQDJRSURMHFWIRULPSDLUPHQW7KHHFRQRPLFPRGHOLQWKH)6
ZDV XVHG DV D EDVH  7KH EXVLQHVV PRGHO XVHG LQ WKH )6 DQG WKH LQWHQWLRQ RI PDQDJHPHQW LV WR GHYHORS DQG
SURGXFH WKH QLFNHO DQG IUDF VDQG FRSURGXFW VLPXOWDQHRXVO\  8QGHU ,)56 IRU WKH SXUSRVHV RI DVVHVVLQJ WKH
LPSDLUPHQW RI 0LQDJR IUDF VDQG LV WUHDWHG DV D UDZ PDWHULDO IRU VDOH LQWR WKH PDUNHW DQG LV QRW SURFHVVHG WR D
ILQLVKHGSURGXFW7KLVUHTXLUHGHOLPLQDWLRQIURPWKH)6HFRQRPLFPRGHORIWKHIROORZLQJSURFHVVLQJSODQWFDSLWDO
SURFHVVLQJ RSHUDWLQJ FRVWV WUDQVSRUWDWLRQ FRVWV DQG WKH ILQLVKHG JRRGV PDUJLQ  7KLV GRHV QRW UHIOHFW KRZ
PDQDJHPHQWLQWHQGVWRGHYHORS0LQDJRQRULQPDQDJHPHQW¶VRSLQLRQGRHVLWUHIOHFWKRZDQ\RWKHURUJDQL]DWLRQ
ZRXOGGHYHORSWKHSURMHFW

$QLQLWLDOLQGLFDWRURILPSDLUPHQWFRQVLGHUVWKHPDUNHWFDSLWDOL]DWLRQRIDFRPSDQ\FRPSDUHGZLWKLWVQHWERRNYDOXH
$WDQGDURXQGWKHHQGRI'HFHPEHUWKH&RPSDQ\¶VPDUNHWFDSLWDOL]DWLRQZDVEHORZLWVQHWERRNYDOXH0DQ\
UHVRXUFHFRPSDQLHVFRQWLQXHWRH[SHULHQFHVLPLODUFLUFXPVWDQFHVLQSUHVHQWPDUNHWVGHVSLWHKDYLQJJRRGSURMHFWV
$QDQDO\VLVZDVSHUIRUPHGRQHDFKRIWKH&RPSDQ\¶V03 'SURMHFWDQGPDQDJHPHQWFRQFOXGHGWKDWDZULWHGRZQ
RIZDVQHFHVVDU\

7KH&RPSDQ\FRQVLGHUHGDQXPEHURIIDFWRUVLQFOXGLQJLWVFXUUHQWILQDQFLDOSRVLWLRQWKHDPRXQWRIFDSLWDOUHTXLUHG
WR GHYHORS WKH SURMHFW GHOD\V WR GHYHORSPHQW GXH WR ILQDQFLQJ UHTXLUHPHQWV DQG WKHSUREDELOLW\ RI REWDLQLQJVXFK
ILQDQFLQJ  7KH &RPSDQ\¶V FXUUHQW ILQDQFLDO SRVLWLRQ ZLOO PDNH REWDLQLQJ ILQDQFLQJ H[WUHPHO\ GLIILFXOW  7KH ORZ
PDUNHWFDSLWDOL]DWLRQPD\DOVRKLQGHUWKH&RPSDQ\LILWZHUHWRDWWHPSWWRVHOODQ\RILWVSURMHFWV$GGLWLRQDOO\WKH
&RPSDQ\FRQVLGHUHGFXUUHQWDQGIRUHFDVWQLFNHOSULFHVIUDFVDQGSULFLQJDQGSULFHVRIRWKHUE\SURGXFWVLQDGGLWLRQ
WR WKH FXUUHQW PDUNHW FRQGLWLRQV IRU QLFNHO SURMHFWV  7KH &RPSDQ\¶V GHWHUPLQDWLRQ RI WKH UHFRYHUDEOH DPRXQW LV
VHQVLWLYHWRDQXPEHURIWKHVHLQSXWVDQGFRXOGYDU\E\DPDWHULDODPRXQW7KH&RPSDQ\PD[LPL]HGWKHXVHRI
REVHUYDEOHPDUNHWGDWDZKHUHSRVVLEOHLQFOXGLQJFRQVLGHUDWLRQRILWVPDUNHWFDSLWDOL]DWLRQ



 (;3/25$7,21$1'(9$/8$7,21352-(&76

&XPXODWLYHFRVWVUHODWLQJWRWKHDFTXLVLWLRQRIPLQHUDOSURSHUWLHVDQG( (H[SHQGLWXUHVKDYHEHHQLQFXUUHGRQWKH
IROORZLQJSURMHFWV
-DQXDU\

/DF5RFKHU
0HO

:ULWHGRZQV

'HFHPEHU


    
    
    
-DQXDU\


/DF5RFKHU
0HO

&XUUHQW
([SHQGLWXUHV

&XUUHQW
([SHQGLWXUHV

:ULWHGRZQV

'HFHPEHU




   
   
   


$VDW'HFHPEHUWKH&RPSDQ\WHVWHGLWV( (SURMHFWVIRULPSDLUPHQW$QLQLWLDOLQGLFDWRURILPSDLUPHQW
FRQVLGHUV WKH PDUNHW FDSLWDOL]DWLRQ RI D FRPSDQ\ FRPSDUHG ZLWK LWV QHW ERRN YDOXH  $W DQG DURXQG WKH HQG RI
'HFHPEHU  WKH &RPSDQ\¶V PDUNHW FDSLWDOL]DWLRQ ZDV EHORZ LWV QHW ERRN YDOXH  0DQ\ UHVRXUFH FRPSDQLHV
FRQWLQXHWRH[SHULHQFHVLPLODUFLUFXPVWDQFHVLQSUHVHQWPDUNHWVGHVSLWHKDYLQJJRRGSURMHFWV$QDQDO\VLVZDV


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
SHUIRUPHGRQHDFKRIWKH&RPSDQ\¶V( (SURMHFWDQGPDQDJHPHQWFRQFOXGHGWKDWDWRWDOZULWHGRZQRI
ZDVQHFHVVDU\

7KH &RPSDQ\ FRQVLGHUHG D QXPEHU RI IDFWRUV LQ GHWHUPLQLQJ WKH UHFRYHUDEOH DPRXQW RI WKH ( ( SURMHFWV
'HWHUPLQDWLRQ RI WKH UHFRYHUDEOH DPRXQW LV VHQVLWLYH WR D QXPEHU RI DVVXPSWLRQV DQG UHVXOWV LQ PDWHULDO
PHDVXUHPHQWXQFHUWDLQW\7KH&RPSDQ\PD[LPL]HGWKHXVHRIREVHUYDEOHPDUNHWGDWDZKHUHSRVVLEOHLQFOXGLQJ
FRQVLGHUDWLRQRILWVPDUNHWFDSLWDOL]DWLRQ

/DF5RFKHU
7KH /DF 5RFKHU SURMHFW ZKLFK LV RZQHG LV ORFDWHG  NLORPHWUHV QRUWKHDVW RI 0DWDJDPL LQ QRUWKZHVWHUQ
4XpEHF7KHSURMHFWLVVXEMHFWWRDUR\DOW\RI&$'SHUWRQRQDQ\RUHVPLQHGDQGPLOOHGIURPWKHSURSHUW\DQG
D165GHVFULEHGEHORZ


7KH/DF5RFKHUSURSHUW\LVVXEMHFWWRDGLVFRYHU\LQFHQWLYHSODQ WKH³',3´ WRUHZDUGFHUWDLQLQGLYLGXDOVLQYROYHGLQ
WKHGLVFRYHU\RI/DF5RFKHUZLWKD165IRUPLQHVWKDWZHUHGLVFRYHUHGRQFHUWDLQSURSHUWLHVSULRUWRWKHH[SLU\
RIWKH',37KH165LVSD\DEOHRQO\RQUHYHQXHVHDUQHGDIWHUUHFRYHU\RIDOOGHYHORSPHQWFRVWVIRUDQ\PLQHRQ
WKHSURSHUW\7KHWHUPVRIWKH',3SURYLGHWKH&RPSDQ\ZLWKDULJKWRIILUVWUHIXVDORQDQ\SURSRVHGGLVSRVLWLRQRI
WKH165,QDGGLWLRQWKH',3FRQWDLQVSXWFDOOSURYLVLRQVXQGHUZKLFKWKH&RPSDQ\PD\EHUHTXLUHGWRSXUFKDVH
RUPD\H[HUFLVHDQRSWLRQWRSXUFKDVHWKH165DWWKHYDOXHRILWVGLVFRXQWHGFDVKIORZVDVGHILQHGWKHUHLQ7KH
/DF5RFKHUSURSHUW\LVWKHRQO\SURSHUW\VXEMHFWWRWKH',3$VWKH/DF5RFKHUSURSHUW\LVQRW\HWLQSURGXFWLRQQR
UR\DOWLHVDUHFXUUHQWO\SD\DEOH

0HO
7KH&RPSDQ\SXUFKDVHGDLQWHUHVWLQWKH0HOSURSHUWLHVORFDWHGQHDU7KRPVRQ0DQLWREDIURP9DOH9DOHLV
HQWLWOHGWRDUR\DOW\RQ³GLVWULEXWDEOHHDUQLQJV´GHILQHGDVQHWUHYHQXHOHVVRSHUDWLQJH[SHQVHVEHIRUHIHGHUDO
DQG SURYLQFLDO LQFRPH WD[HV DIWHU SURYLQFLDO PLQLQJ WD[HV DQG OHVV DJJUHJDWH SUHSURGXFWLRQ FDSLWDO EXW EHIRUH
GHSUHFLDWLRQ


9DOHKDVDFRQWUDFWXDOREOLJDWLRQWRPLOORUHPLQHGIURPWKH0HOGHSRVLWDWLWVFDVKFRVWSOXVSURYLGHGWKDWWKH
SURGXFWPHHWV9DOHVSHFLILFDWLRQVDQGWKDW9DOHKDVVXIILFLHQWPLOOFDSDFLW\


/\QQ/DNH
7KH &RPSDQ\ RZQV D  ULJKW WLWOH DQG LQWHUHVW LQ WKH /\QQ /DNH QLFNHO SURSHUW\ ³/\QQ /DNH´  FRYHULQJ
DSSUR[LPDWHO\KDLQQRUWKHUQ0DQLWRED,Q1RYHPEHUWKH&RPSDQ\DQQRXQFHGWKDWLWKDGRSWLRQHGWKH
/\QQ/DNHSURSHUW\WR&RUD]RQ0LQLQJ/LPLWHG ³&RUD]RQ´ 8QGHUWKHWHUPVRIWKHRSWLRQDJUHHPHQWVXEMHFWWRDQ\
UHTXLUHG UHJXODWRU\ DSSURYDOV &RUD]RQ FDQ DFTXLUH D  LQWHUHVW LQ /\QQ /DNH E\ LVVXLQJ WR 9LFWRU\ 1LFNHO
&RUD]RQVKDUHVXSRQFORVLQJDQGLQFXUULQJ$8LQH[SORUDWLRQH[SHQGLWXUHVRUSD\PHQWV LQ
FDVKRU&RUD]RQVKDUHVDW&RUD]RQ¶VRSWLRQ WR9LFWRU\1LFNHOEHIRUH1RYHPEHU,QDGGLWLRQ9LFWRU\1LFNHOZLOO
UHWDLQDQHWVPHOWHUUR\DOW\RQSURGXFWLRQIURP/\QQ/DNHDQGUHFHLYHDSD\PHQWRI$8 LQFDVKRU
&RUD]RQ VKDUHV DW &RUD]RQ¶V RSWLRQ  ZLWKLQ  GD\V RI WKH FRPPHQFHPHQW RI RUH SURFHVVLQJ DFWLYLWLHV ,Q $SULO
 WKH &RPSDQ\ UHFHLYHG  VKDUHV RI &RUD]RQ YDOXHG DW  DV SDUW RI WKH RSWLRQ DJUHHPHQW
7KHVHVKDUHVZHUHVXEVHTXHQWO\VROG

%HDU&RXOHH
,Q 2FWREHU  WKH &RPSDQ\ HQWHUHG LQWR DQ RSWLRQ WR DFTXLUH D  LQWHUHVW LQ D IUDF VDQG ODQG SDFNDJH
WRWDOOLQJRYHUDFUHVLQ7UHPSHOHDX&RXQW\:LVFRQVLQ86$ WKH³%HDU&RXOHH3URSHUW\´ 7KHRSWLRQDJUHHPHQW
SURYLGHVIRUDFDVKSD\PHQWRQVLJQLQJRIWKHDJUHHPHQWDVHFRQGFDVKSD\PHQWRQGHOLYHU\RISHUPLWVDQGDWKLUG
FDVK SD\PHQW RQ H[HUFLVH RI WKH RSWLRQ  7KH RSWLRQ LV YDOLG IRU VL[ PRQWKV IURP UHFHLSW RI SHUPLWV ZLWK WZR
HTXLYDOHQWH[WHQVLRQVDYDLODEOHXQGHUFHUWDLQFLUFXPVWDQFHV3ULRUWRSURGXFWLRQWKH&RPSDQ\ZLOOEHUHTXLUHGWR
SD\SHUDQQXPDVDGYDQFHUR\DOWLHVRQWKHLQLWLDOWRQVRIVDQGSURGXFWLRQ2QFHWKH%HDU&RXOHH
3URSHUW\ LV LQ SURGXFWLRQ WKH &RPSDQ\ ZLOO EH UHTXLUHG WR SD\ DUR\DOW\ RI  SHU WRQ RI IUDFVDQGVROG WKDW LV
PLQHGIURPWKHSURSHUW\


,Q)HEUXDU\WKH&RPSDQ\DQQRXQFHGWKDWDUHVRXUFHHVWLPDWHRIDSSUR[LPDWHO\PLOOLRQWRQVRIVDQGKDV
EHHQ FRPSOHWHG RQ WKH %HDU &RXOHH 3URSHUW\ DQG ZDV LQFRUSRUDWHG LQWR D 1DWLRQDO ,QVWUXPHQW  WHFKQLFDO
UHSRUW



1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
6KRUW*UDVV3URSHUW\

,Q 2FWREHU  9LFWRU\ 6LOLFD HQWHUHG LQWR DQ RSWLRQ DJUHHPHQW WKH ³([SORUDWLRQ DQG 2SWLRQ $JUHHPHQW´  ZLWK
6KRUW*UDVV5DQFKHV/WG WKH³2ZQHU´ JLYLQJWKH&RPSDQ\WKHRSWLRQWRPLQHIUDFVDQGIURPRQHRIWKH2ZQHU¶V
SURSHUWLHV WKH³6KRUW*UDVV3URSHUW\´ ORFDWHGLQ$OEHUWD&DQDGDDSSUR[LPDWHO\NLORPHWUHVIURPWKH33ODQW

8QGHUWKHWHUPVRIWKH([SORUDWLRQDQG2SWLRQ$JUHHPHQWWKH&RPSDQ\KDVDGD\SHULRGWRHYDOXDWHWKH6KRUW
*UDVV3URSHUW\6KRXOGWKH&RPSDQ\H[HUFLVHLWVULJKWWRGHYHORSDFRPPHUFLDOIUDFVDQGPLQH WKH³2SWLRQ´ LWZLOO
SD\WKH2ZQHUDUR\DOW\IRUIUDFVDQGVROGIURPWKH6KRUW*UDVV3URSHUW\7KHLQLWLDOWHUPRIWKH2SWLRQZRXOGEHIRU
ILYH \HDUV ZLWK WKH DELOLW\ WR H[WHQG IRU DGGLWLRQDO ILYH\HDU WHUPV $Q\ VDQG PLQHG IURP WKH 6KRUW *UDVV 3URSHUW\
ZRXOGEHWUXFNHGWRWKH33ODQWIRUSURFHVVLQJDQGVDOHDORQJVLGHVLGHWKH1RUWKHUQ:KLWHSURGXFWV

2Q$SULOWKH2ZQHUZDVQRWLILHGRIWKHH[HUFLVHRIWKH2SWLRQ



 75$'($1'27+(53$<$%/(6

$VDW'HFHPEHU
$FFRXQWVSD\DEOH
0LQHSURSHUW\DQGGHYHORSPHQWSURMHFW
([SORUDWLRQDQGHYDOXDWLRQSURMHFWV
)UDF6DQGVHJPHQW
2WKHUSD\DEOHV
$FFUXHGOLDELOLWLHV
2WKHUDFFUXHGOLDELOLWLHV
/HDVHREOLJDWLRQVFXUUHQWSRUWLRQ





 
 
 
 
 
 

  

$VSDUWRIWKH6HFXUHG'HEWWHUPVZLWKWKH6HFXUHG/HQGHUWKH&RPSDQ\DJUHHGWRQRWPDNHDQ\SD\PHQWVSULRU
WRWKHUHSD\PHQWRIWKH6HFXUHG'HEWDQGZLWKRXWWKH6HFXUHG/HQGHU¶VDSSURYDOWRVHWWOHSDVWXQVHFXUHGGHEWRU
EDODQFHV RXWVWDQGLQJ ZLWK WUDGH FUHGLWRUV 7KH EDODQFHV RZLQJ WR WUDGH FUHGLWRUV WKDW GLG QRW DJUHH WR WKH 'HEW
5HVWUXFWXULQJ$JUHHPHQWLQDPRXQWWRDQG&$'DQGUHPDLQHGRXWVWDQGLQJDVDW'HFHPEHU


 /2$16$1'%2552:,1*6


Notes
$VDW'HFHPEHU

&XUUHQWORDQVDQGERUURZLQJV
2XWVWDQGLQJ1RWH
(d)
 
3URPLVVRU\1RWHV
(b)
 
'HEWGXHWRPDQDJHPHQW GLUHFWRUV
(c)
 
$FFUXHGLQWHUHVW
 
2WKHUFXUUHQWORDQV
 

7RWDOFXUUHQWORDQVDQGERUURZLQJV



 

/RQJWHUPORDQVDQGERUURZLQJV
6HFXUHG'HEW
3URPLVVRU\&RQYHUWLEOH1RWHV
'HEWRZHGWRPDQDJHPHQW GLUHFWRUV
7RWDOORQJWHUPORDQVDQGERUURZLQJV



(a)
(b)
(c)

 
 
 








1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)

7KH&RPSDQ\DOVRLQFXUUHGLQWHUHVWH[SHQVHRI  DPRUWL]HGORDQIHHVRI
 DQGDPRUWL]HGQRWHGLVFRXQWDQGHPEHGGHGGHULYDWLYHVRI  

D 6HFXUHG'HEW


$VDW'HFHPEHU

&DUU\LQJEDODQFHDWEHJLQQLQJRIWKH\HDU





&RQYHUVLRQIURPDFFUXHGLQWHUHVW





&KDQJHLQIDLUYDOXHRIZDUUDQWVZLWKDFDVKOHVVH[HUFLVHIHDWXUH





&KDQJHLQXQDPRUWL]HGIDLUYDOXHRIZDUUDQWV



 

$PRUWL]HGORDQIHHV





3D\PHQWRIORDQIHHV





6HFXUHG'HEW







7KH6HFXUHG'HEWRIKDVDPDWXULW\GDWHRI-DQXDU\8QGHUWKHWHUPVRIWKH6HFXUHG'HEWDQ
DGGLWLRQDOIHHRIFRPPRQVKDUHVZDVLVVXHGE\WKH&RPSDQ\WRWKH6HFXUHG/HQGHUDVDUHVXOWRIQRQ
UHSD\PHQWRIWKH6HFXUHG'HEWE\'HFHPEHU'XULQJZDVFDSLWDOL]HGZKHQWKH6HQLRU
6HFXUHG'HEWZDVH[WHQGHG

7KHLQWHUHVWUDWHRQWKH6HFXUHG'HEWLVZLWKLQWHUHVWSD\DEOHLQDUUHDUV7KH6HFXUHG'HEWLVGXHLQIXOORQ
WKHGDWHRIPDWXULW\VXEMHFWWRDFDVKVZHHSRIRIIUHHFDVKIORZ ³)UHH&DVK)ORZ´ SD\DEOHZLWKLQGD\V
IROORZLQJWKHHQGRIHDFKILVFDOTXDUWHUDQGGD\VIURPHDFKILVFDO\HDUHQG)UHH&DVK)ORZZLOOEHFDOFXODWHG
EDVHG RQ WKH &RPSDQ\¶V TXDUWHUO\ XQDXGLWHG DQG DQQXDOO\ DXGLWHG FRQVROLGDWHG VWDWHPHQW RI FDVK IORZV DV QHW
FDVKIURPRSHUDWLQJDQGLQYHVWLQJDFWLYLWLHVSOXVLQWHUHVWDQGOHDVHSD\PHQWVIURPILQDQFLQJDFWLYLWLHV$OORZDEOH
LQYHVWLQJDFWLYLWLHVPXVWEHDSSURYHGLQDGYDQFHE\WKH6HFXUHG/HQGHU

,Q DGGLWLRQ WKH &RPSDQ\ KDV DJUHHG WR QRW PDNH DQ\ SD\PHQWV WR VHWWOH SDVW XQVHFXUHG GHEW SULRU WR WKH
UHSD\PHQWRIWKH6HFXUHG'HEWZLWKRXWWKH6HFXUHG/HQGHU¶VDSSURYDO

6XEVHTXHQW WR 'HFHPEHU   WKH &RPSDQ\ ZDV XQDEOH WR PDNH WKH UHTXLUHG 0DUFK   LQWHUHVW
SD\PHQWV$VVXFKWKH&RPSDQ\KDVGHIDXOWHGRQWKH6HFXUHG'HEWDQGLWLVSD\DEOHRQGHPDQG

:DUUDQWVLVVXHGWRWKH6HFXUHG/HQGHU
$WRWDORIZDUUDQWVZHUHLVVXHGWRWKH6HFXUHG/HQGHUZLWKDQH[HUFLVHSULFHRI&$'DQGDQH[SLU\
GDWHRI-DQXDU\7KH:DUUDQWVH[SLUHGXQH[HUFLVHGRQ-DQXDU\




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
E 3URPLVVRU\&RQYHUWLEOH1RWHV






7RWDO3ULQFLSDO2XWVWDQGLQJDWEHJLQQLQJRIWKH\HDU





5HVWUXFWXUHRIGHEW
,VVXDQFHRIH[WHQGHGGHEW
&KDQJHLQSUHVHQWYDOXHGLVFRXQWRQGHEW
&KDQJHLQIDLUYDOXHRIFRQYHUVLRQRSWLRQV
&KDQJHLQXQDPRUWL]HGHPEHGGHGGHULYDWLYHV
(IIHFWRIIRUHLJQH[FKDQJH

  
 
 
 
  
 

&DUU\LQJEDODQFHDWWKHHQGRIWKH\HDU
/HVV2XWVWDQGLQJ1RWH
/HVVFXUUHQWSRUWLRQRI3URPLVVRU\&RQYHUWLEOH1RWHV

 
  
  

3URPLVVRU\&RQYHUWLEOH1RWHV

 

$VDW'HFHPEHU


'XULQJ  WKH &RPSDQ\ DQQRXQFHG WKDW LW KDG UHVWUXFWXUHG D SRUWLRQ RI LWV GHEW WKURXJK SULYDWH SODFHPHQWV RI
FRPPRQVKDUHVDQG3URPLVVRU\&RQYHUWLEOH1RWHVLQVHWWOHPHQWRIFXUUHQWLQGHEWHGQHVVWRFHUWDLQRILWVXQVHFXUHG
OHQGHUVDQGWUDGHFUHGLWRUV

7KH&RPSDQ\KDVQRWPDGHDQ\LQWHUHVWSD\PHQWVGXHRQLWV3URPLVVRU\&RQYHUWLEOH1RWHVZKLFKKDVUHVXOWHGLQ
WKH&RPSDQ\GHIDXOWLQJRQDSRUWLRQRIWKHVHQRWHV

3URPLVVRU\&RQYHUWLEOH1RWH+ROGHUV
7KH3URPLVVRU\&RQYHUWLEOH1RWHVKDYHWKHRULJLQDOIROORZLQJWHUPV
x

$PDWXULW\GDWHRI-XO\

x

$QLQWHUHVWUDWHRISHUDQQXPSD\DEOHDQQXDOO\RUDWDQ\WLPHLQFDVKRULQFRPPRQVKDUHVYDOXHG
DWPDUNHWDWWKHRSWLRQRIWKH&RPSDQ\

x

&RQYHUWLEOHDW&$'SHUVKDUHDWWKHRSWLRQRIWKHKROGHUDQG

x

+ROGHUVRIWKH3URPLVVRU\&RQYHUWLEOH1RWHVZLOODOVRUHFHLYHRQHFRPPRQVKDUHSXUFKDVHZDUUDQWIRU
HYHU\ IRXU FRPPRQ VKDUHV DFTXLUHG XSRQ FRQYHUVLRQ RI WKH 3URPLVVRU\ &RQYHUWLEOH 1RWHV ZLWK DQ
H[HUFLVHSULFHRI&$'SHUVKDUHH[HUFLVDEOHIRUDILYH\HDUSHULRGIURPWKHGDWHRIFRQYHUVLRQ


2Q-XO\WKH&RPSDQ\REWDLQHGDSSURYDOIURPFHUWDLQKROGHUVRI3URPLVVRU\&RQYHUWLEOH1RWHVDPRXQWLQJ
WR &$' DQG  WR H[WHQG WKH PDWXULW\ GDWH WR -DQXDU\   IURP -XO\   XSRQ WKH
LVVXDQFHRI DQ DJJUHJDWH WRWDO RI  FRPPRQVKDUHV RI WKH &RPSDQ\ 7KHVH 3URPLVVRU\&RQYHUWLEOH 1RWHV
LQFUHDVHG E\ WKH DPRXQW RI XQSDLG LQWHUHVW RI &$' DQG 86' &RQFXUUHQW ZLWK WKH H[WHQVLRQ RI
WKHVH3URPLVVRU\&RQYHUWLEOH1RWHVWKHFRQYHUVLRQRSWLRQDERYHZDVDOVRH[WHQGHGWR-DQXDU\ZLWKWKH
VDPH WHUPV DV QRWHG DERYH $OO RWKHU WHUPV UHPDLQ WKH VDPH DV WKH RULJLQDO WHUPV 7KRVH QRWHV ZKLFK ZHUH QRW
H[WHQGHGWR-DQXDU\UHPDLQLQGHIDXOWDQGDUHSUHVHQWHGDVFXUUHQW7KHFRQYHUVLRQULJKWVRQWKRVHQRWHV
DUHQRZH[SLUHG

F 'HEW2ZHGWR'LUHFWRUVDQG0DQDJHPHQW

$OORXWVWDQGLQJGHEWGXHWRPDQDJHPHQWDQGGLUHFWRUIHHVGXHWRGLUHFWRUVDFFXPXODWHGXSWR'HFHPEHU
ZHUH GXH LQ -XO\   $V D UHVXOW WKH VKRUWWHUP GHEW RI  RZHG WR GLUHFWRUV DQG PDQDJHPHQW LV
FRPSULVHG RI D SRUWLRQ RI WKH UHVWUXFWXUHG GHEW RZHG WR FXUUHQW GLUHFWRUV DQG PDQDJHPHQW DPRXQWLQJ WR
&$'DQGXQSDLGGLUHFWRUIHHVLQFXUUHGE\FXUUHQWGLUHFWRUVGXULQJDQGWRWDOOLQJ&$'

G 2XWVWDQGLQJ1RWH

'XULQJ  DOO RI WKH WKHQ KROGHUV RI SURPLVVRU\ FRQYHUWLEOH QRWHV SDUWLFLSDWHG LQ WKH 'HEW 5HVWUXFWXULQJ
$JUHHPHQW H[FHSW IRU WKH RQH KROGHU RI WKH 2XWVWDQGLQJ 1RWH RI   ,Q 0DUFK  WKH &RPSDQ\


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
DQQRXQFHG WKDW LW KDG UHFHLYHG QRWLFH WKDW WKH KROGHU RI WKH 2XWVWDQGLQJ 1RWH KDG ILOHG D VWDWHPHQW RI FODLP
FRQFHUQLQJ QRQSD\PHQW RI SULQFLSDO DQG LQWHUHVW  7KH &RPSDQ\ KDV UHYLHZHG WKH VWDWHPHQW RI FODLP ZLWK OHJDO
FRXQVHOWRDVVHVVLWVLPSDFWRQWKH&RPSDQ\DQGKDVFRQFOXGHGWKDWWKHUHLVQRVLJQLILFDQWLPSDFWRQWKHVWDWXVRI
WKH&RPSDQ\¶VGHEW3XUVXDQWWRWKHWHUPVRIWKH6HFXUHG'HEWWKH&RPSDQ\LVSUHYHQWHGIURPPDNLQJSD\PHQWV
XQGHURXWVWDQGLQJXQVHFXUHGGHEWXQWLOWKH6HFXUHG'HEWLVUHSDLG$VDUHVXOWWKH&RPSDQ\KDVQRWSDLGLQWHUHVW
DFFUXHGRQWKH2XWVWDQGLQJ1RWH7KH2XWVWDQGLQJ1RWHPDWXUHGLQ-XO\DQGWKH&RPSDQ\KDVEHHQXQDEOH
WR UHSD\ WKH DPRXQWV RZLQJ DQG LQWHUHVW SD\PHQWV GXH 7KLV KDV UHVXOWHG LQ WKH &RPSDQ\ GHIDXOWLQJ RQ WKH
2XWVWDQGLQJ1RWH


 3$57,&,3$7,1*,17(5(67


$VDW'HFHPEHU

2SHQLQJEDODQFH
 
&KDQJHLQIDLUYDOXH
   
3DUWLFLSDWLQJ,QWHUHVW






3XUVXDQWWRDSDUWLFLSDWLQJLQWHUHVWORDQ WKH³3DUWLFLSDWLQJ,QWHUHVW´ ZLWK1XLQVFR5HVRXUFHV/LPLWHG ³1XLQVFR´RU
WKH ³/HQGHU´  WKH /HQGHU KDV WKH ULJKW WR FRQYHUW WKH RXWVWDQGLQJ EDODQFH LQWR D OLPLWHG SDUWLFLSDWLQJ LQWHUHVW WKH
³&RQYHUVLRQ´ ZKHUHE\WKH/HQGHULVHQWLWOHGWRUHFHLYHDVKDUHRIFDVKIORZVHDUQHGIURPWKHVDOHRIIUDFVDQGIURP
WKH33ODQW7KH/HQGHU¶VSDUWLFLSDWLRQZDVFDSSHGDW&$'ZLWKDPLQLPXPRI&$'DQG
ZDVVXEMHFWWRDGMXVWPHQWXQGHUFHUWDLQFLUFXPVWDQFHV

7KH3DUWLFLSDWLQJ,QWHUHVWLVFODVVLILHGDVDILQDQFLDOOLDELOLW\FDUULHGDWDPRUWL]HGFRVW$VDUHVXOWRIWKHFRQWLQXHG
VORZGRZQLQGHPDQGIRUIUDFVDQGWKHFRQWLQXHGVXVSHQVLRQRIRSHUDWLRQVDWWKH33ODQWDQGWKHORVVHVLQFXUUHG
GXULQJWKHODVWIHZ\HDUVWKHHVWLPDWHGIDLUYDOXHRIWKH3DUWLFLSDWLQJ,QWHUHVWZDVYDOXHGDWDW'HFHPEHU
 'HFHPEHU       7KLV LV D /HYHO  PHWKRGRORJ\ DQG LV VXEMHFW WR WKH KLJKHVW OHYHO RI
XQFHUWDLQW\  7KH &RPSDQ\ ZLOO FRQWLQXH WR UHYLHZ DQG UHYLVH LWV YDOXH RI WKH 3DUWLFLSDWLQJ ,QWHUHVW DV WKH
H[SHFWDWLRQVRISD\PHQWVRIWKH3DUWLFLSDWLQJ,QWHUHVWFKDQJH &KDQJHVLQWKDWHVWLPDWHZLOOEHUHFRUGHGWKURXJK
RSHUDWLRQVZLWKDSSURSULDWHDGMXVWPHQWIRUDFWXDOFDVKIORZVSDLG

 '()(55('7$;/,$%,/,7<

,QWKH&RPSDQ\FRQILUPHGWKDWLWVHOHFWLRQWRXVH86GROODUVDVLWVIXQFWLRQDOFXUUHQF\IRULQFRPHWD[HVKDG
EHHQUHFHLYHGDQGSURFHVVHG$VDUHVXOWWKH&RPSDQ\UHFRUGHGDWD[UHFRYHU\PDLQO\GXHWRIRUHLJQH[FKDQJH
WRDGMXVWWKHUDWHXVHGWRFRQYHUWLWVYDULRXVWD[SRROVIURP&DQDGLDQGROODUVWR86GROODUV5HIHUWR1RWH

'HIHUUHGLQFRPHWD[DVVHWVDQGOLDELOLWLHVZHUHUHFRJQL]HGIRUWHPSRUDU\GLIIHUHQFHVEHWZHHQWKHFDUU\LQJYDOXHRI
WKHEDODQFHVKHHWLWHPVDQGWKHLUFRUUHVSRQGLQJWD[YDOXHV7KHGLIIHUHQFHVDVSUHVHQWHGEHORZ

$VDW'HFHPEHU





7HPSRUDU\'LIIHUHQFHV
3URSHUW\SODQWDQGHTXLSPHQWQHW

 

([SORUDWLRQHYDOXDWLRQ GHYHORSPHQWSURMHFWVQHW

  

1RQFDSLWDOORVVHVFDUULHGIRUZDUG

 

&DSLWDOORVVHVFDUULHGIRUZDUG

 

2WKHU

 

'HIHUUHGWD[DVVHW

 

$GG%DFN8QUHFRJQL]HGGHIHUUHGWD[DVVHW

   

'HIHUUHGWD[OLDELOLW\QHW



 


'HIHUUHGLQFRPHWD[DVVHWVDUHUHFRJQL]HGWRWKHH[WHQWRIWKHGHIHUUHGWD[OLDELOLWLHVVLQFHWKH&RPSDQ\FXUUHQWO\
EHOLHYHV WKDW LW LV SUREDEOH WKDW WKH EHQHILW DVVRFLDWHG ZLWK WKHVH ORVVHV DQG FRVWV ZLOO EH UHDOL]HG SULRU WR WKHLU
H[SLU\,WDOVRLQFOXGHVWKHHIIHFWRIHQDFWHGUDWHFKDQJHV




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)


1RQFDSLWDO ORVVHV H[SLUH LQ  WR  $V DW 'HFHPEHU   WKH &RPSDQ\ KDG FDSLWDO ORVVHV RI
DYDLODEOHWREHFDUULHGIRUZDUGLQGHILQLWHO\ 'HFHPEHU 

 &$3,7$/$1'27+(5&20321(1762)(48,7<

6KDUH&DSLWDO
7KH &RPSDQ\ LV DXWKRUL]HG WR LVVXH DQ XQOLPLWHG QXPEHU RI FRPPRQ VKDUHV ZLWK QR SDU YDOXH DQG SUHIHUUHG
VKDUHV WKDW PD\ EH LVVXHG LQ RQH RU PRUH VHULHV 7KH LVVXHG DQG RXWVWDQGLQJ FRPPRQ VKDUHV IRU WKH IROORZLQJ
SHULRGVDUHDVIROORZV
1XPEHURI
6KDUH
6KDUHV
&DSLWDO
%DODQFHDVDW-DQXDU\
 
,VVXHRIFRPPRQVKDUHVWRH[WHQGGHEW
,VVXHRIFRPPRQVKDUHVIRUORDQIHH

  
 

%DODQFHDVDW'HFHPEHU





'XULQJ'HFHPEHUWKH&RPSDQ\LVVXHGFRPPRQVKDUHVWRH[WHQGWKHPDWXULW\RIFHUWDLQGHEWDQGDVDORDQ
IHHWRWKH6HFXUHG/HQGHUDVSDUWRIWKHDPHQGHGWHUPVRIWKH6HQLRU6HFXUHG'HEWDVRXWOLQHGLQ1RWH

1XPEHURI
6KDUH
6KDUHV
&DSLWDO
%DODQFHDVDW-DQXDU\
 
,VVXHRIFRPPRQVKDUHVIRUORDQIHH

 

%DODQFHDVDW'HFHPEHU







'XULQJ'HFHPEHUWKH&RPSDQ\LVVXHGFRPPRQVKDUHVDVDORDQIHHWRWKH6HFXUHG/HQGHUDVSDUWRIWKH
DPHQGHGWHUPVRIWKH6HQLRU6HFXUHG'HEWDVRXWOLQHGLQ1RWH


6KDUH,QFHQWLYH3ODQ
7KH&RPSDQ\KDVD6KDUH,QFHQWLYH3ODQZKLFKLQFOXGHVD6KDUH3XUFKDVH3ODQDQGD6KDUH%RQXV3ODQ7KH
SXUSRVHRIWKH6KDUH,QFHQWLYH3ODQLVWRHQFRXUDJHRZQHUVKLSRIFRPPRQVKDUHVE\GLUHFWRUVVHQLRURIILFHUVDQG
HPSOR\HHV RI WKH &RPSDQ\ DQG LWV GHVLJQDWHG DIILOLDWHV DQG FRQVXOWDQWV ZKR DUH SULPDULO\ UHVSRQVLEOH IRU WKH
PDQDJHPHQWDQGSURILWDEOHJURZWKRILWVEXVLQHVVWRDGYDQFHWKHLQWHUHVWVRIWKH&RPSDQ\E\SURYLGLQJDGGLWLRQDO
LQFHQWLYH IRU VXSHULRU SHUIRUPDQFH E\ VXFK SHUVRQV DQG WR HQDEOH WKH &RPSDQ\ DQG LWV GHVLJQDWHG DIILOLDWHV WR
DWWUDFWDQGUHWDLQYDOXHGGLUHFWRUVRIILFHUVHPSOR\HHVDQGFRQVXOWDQWV
Share Purchase Plan
8QGHU WKH 6KDUH 3XUFKDVH 3ODQ HOLJLEOH GLUHFWRUV VHQLRU RIILFHUV DQG HPSOR\HHV RI WKH &RPSDQ\ DQG LWV
GHVLJQDWHG DIILOLDWHV DQG FRQVXOWDQWV FDQ FRQWULEXWH XS WR  RI WKHLU DQQXDO EDVLF VDODU\ EHIRUH GHGXFWLRQV WR
SXUFKDVH FRPPRQ VKDUHV  7KH &RPSDQ\ PDWFKHV HDFK SDUWLFLSDQW¶V FRQWULEXWLRQ  7KH SXUFKDVH SULFH SHU
FRPPRQ VKDUH LV WKH YROXPHZHLJKWHG DYHUDJH RI WKH WUDGLQJ SULFHV RI WKH FRPPRQ VKDUHV RQ WKH &6( IRU WKH
FDOHQGDU TXDUWHU LQ UHVSHFW RI ZKLFK WKH FRPPRQ VKDUHV DUH LVVXHG  &RPPRQ VKDUHV DFTXLUHG DUH KHOG LQ
VDIHNHHSLQJDQGGHOLYHUHGWRHPSOR\HHVDVVRRQDVSUDFWLFDEOHIROORZLQJ0DUFK-XQH6HSWHPEHUDQG
'HFHPEHULQHDFKFDOHQGDU\HDU1RFRPPRQVKDUHVKDYH\HWEHHQLVVXHGSXUVXDQWWRWKH6KDUH3XUFKDVH
3ODQ7KHPD[LPXPQXPEHURIFRPPRQVKDUHVLVVXDEOHXQGHUWKH6KDUH3XUFKDVH3ODQLVWKHOHVVHURI L WKDW
QXPEHURIFRPPRQVKDUHVWKDWFDQEHSXUFKDVHGZLWKDGROODUDPRXQWHTXDOWRRIWKHJURVVDQQXDOVDODU\RI
WKH 3DUWLFLSDQWV DV GHILQHG LQ WKH 6KDUH ,QFHQWLYH 3ODQ  DQG LL   RI WKH DJJUHJDWH QXPEHU RI LVVXHG DQG
RXWVWDQGLQJFRPPRQVKDUHV FDOFXODWHGRQDQRQGLOXWHGEDVLV IURPWLPHWRWLPH
Share Bonus Plan
7KH6KDUH%RQXV3ODQSHUPLWVFRPPRQVKDUHVWREHLVVXHGDVDGLVFUHWLRQDU\ERQXVWRHOLJLEOHGLUHFWRUVVHQLRU
RIILFHUV DQG HPSOR\HHV RI WKH &RPSDQ\ DQG LWV GHVLJQDWHG DIILOLDWHV DQG FRQVXOWDQWV IURP WLPH WR WLPH  $W WKH




1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
&RPSDQ\¶V $QQXDO DQG 6SHFLDO 0HHWLQJ RI 6KDUHKROGHUV KHOG RQ -XQH   VKDUHKROGHUV DSSURYHG DQ
LQFUHDVH LQ WKH PD[LPXP QXPEHU RI FRPPRQ VKDUHV LVVXDEOH XQGHU WKH 6KDUH %RQXV 3ODQ WR   1R
VKDUHVZHUHLVVXHGXQGHUWKHSODQGXULQJRU


$FFXPXODWHG2WKHU&RPSUHKHQVLYH,QFRPHRU /RVV  ³$2&,´ 
$2&,LVFRPSULVHGRIWKHIROORZLQJVHSDUDWHFRPSRQHQWVRIHTXLW\


Net change of financial assets at fair value through OCI
7KLVFRPSULVHVWKHFXPXODWLYHQHWFKDQJHLQWKHIDLUYDOXHRIILQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,


Income tax on other comprehensive income
7KLVFRPSULVHVWKHDPRXQWRILQFRPHWD[GHWHUPLQHGWREHUHTXLUHGRQWKHFXPXODWLYHQHWFKDQJHLQWKHIDLUYDOXH
RIILQDQFLDODVVHWVDWIDLUYDOXHWKURXJK2&,


Foreign exchange on change in functional currency
7KLVFRPSULVHVWKHHIIHFWVRIWKHWUDQVODWLRQRIWKHILQDQFLDOVWDWHPHQWVRIWKH&RPSDQ\¶VVXEVLGLDULHVSUHVHQWHGLQ
&$'DQGWUDQVODWHGWR86 WKH&RPSDQ\¶VIXQFWLRQDOFXUUHQF\ 5HIHUWR1RWH

 ($51,1*6 /266 3(56+$5(

7KHFDOFXODWLRQRIEDVLFDQGGLOXWHGHDUQLQJV ORVV SHUVKDUHIRUWKH\HDUVHQGHG'HFHPEHUDQG
ZDVEDVHGRQWKHLQIRUPDWLRQLQWKHWDEOHEHORZ

%DODQFHDVDWEHJLQQLQJRIWKH\HDU



 

(IIHFWRIVKDUHVLVVXHGWRH[WHQGGHEW
(IIHFWRIVKDUHVLVVXHGIRUORDQIHHV

 
 

:HLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVDWHQGRI
\HDU%DVLFDQG'LOXWHG

 



3RWHQWLDOO\GLOXWLYHLQVWUXPHQWVH[FOXGHG
(IIHFWRIRSWLRQVJUDQWHGDQGRXWVWDQGLQJ
(IIHFWRIZDUUDQWVLVVXHGDQGRXWVWDQGLQJ
(IIHFWRIFRQYHUWLEOHSURPLVVRU\QRWHV





1HWORVVDWWULEXWDEOHWRVKDUHKROGHUV%DVLFDQG'LOXWHG

   

:HLJKWHG$YHUDJH%DVLFDQG'LOXWHG/RVV3HU6KDUH

   

 
 




7KH HIIHFW RI DGMXVWPHQWV WR WKH ZHLJKWHG DYHUDJH QXPEHU RI FRPPRQ VKDUHV ZRXOG EH DQWLGLOXWLYH ZKHQ WKH
&RPSDQ\LQFXUVORVVHV7KHWDEOHDERYHSURYLGHVWKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHVRQDGLOXWHG
EDVLVIRUSHULRGVZKHUHORVVHVDUHLQFXUUHGIRULQIRUPDWLRQRQO\

 6+$5(%$6('3$<0(176

7KH&RPSDQ\¶VVKDUHEDVHGSD\PHQWDUUDQJHPHQWVDUHGHVFULEHGEHORZ
Share Bonus Plan
7KHWHUPVRIWKH6KDUH%RQXV3ODQDUHVHWRXWLQ1RWH
Share purchase warrants (equity-settled)
7KH:DUUDQWVLVVXHGRQ0DUFKSXUVXDQWWRWKH6HQLRU6HFXUHG'HEWPD\EHVHWWOHGFDVKOHVV
DQGDUHDFFRUGLQJO\FODVVLILHGDVGHEW 1RWH DQGH[SLUHGRQ-DQXDU\


6WRFNOption Plan (equity-settled)
7KH &RPSDQ\ KDV D 6WRFN 2SWLRQ 3ODQ WR HQFRXUDJH RZQHUVKLS RI LWV FRPPRQ VKDUHV E\ NH\ PDQDJHPHQW
SHUVRQQHO GLUHFWRUV DQG H[HFXWLYH PDQDJHPHQW  HPSOR\HHV DQG FRQVXOWDQWV DQG WR SURYLGH FRPSHQVDWLRQ IRU
FHUWDLQVHUYLFHV7KHWHUPVRIWKH6WRFN2SWLRQ3ODQSURYLGHWKDWWKHGLUHFWRUVKDYHWKHULJKWWRJUDQWRSWLRQVWR
DFTXLUHFRPPRQVKDUHVRIWKH&RPSDQ\DWQRWOHVVWKDQWKHFORVLQJPDUNHWSULFHRIWKHFRPPRQVKDUHVRQWKH
GD\ SUHFHGLQJ WKH JUDQW 1RFRPSHQVDWLRQ LV UHFRJQL]HGZKHQRSWLRQV DUH H[HUFLVHG 7KH QXPEHU RIFRPPRQ


1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
VKDUHV UHVHUYHG IRU LVVXDQFH LV QRW WR H[FHHG  RI WKH DJJUHJDWH QXPEHU RI FRPPRQ VKDUHV LVVXHG DQG
RXWVWDQGLQJ FDOFXODWHGRQDQRQGLOXWHGEDVLV IURPWLPHWRWLPH


$VDW'HFHPEHUWKH&RPSDQ\KDGFRPPRQVKDUHVDYDLODEOHIRUWKHJUDQWLQJRIIXWXUHRSWLRQV
±FRPPRQVKDUHV 2SWLRQVDUHH[HUFLVDEOHDWWKHFORVLQJPDUNHWSULFHRIWKHFRPPRQVKDUHVDW
WKH GDWH SULRU WR JUDQW 7KH &RPSDQ\ GRHV QRW KDYH DQ\ FDVKVHWWOHG WUDQVDFWLRQV 7KH WHUPV DQG FRQGLWLRQV
UHODWLQJWRWKHJUDQWVRIWKH6WRFN2SWLRQ3ODQDUHDVIROORZV


x

2SWLRQV LVVXHG GXULQJ WKH \HDU DQG JUDQWHG WR H[HFXWLYH PDQDJHPHQW FRQVXOWDQWV DQG HPSOR\HHV KDYH D
PD[LPXP WHUP RI ILYH \HDUV DQG DUH HTXLW\VHWWOHG  2I WKH RSWLRQV JUDQWHG  YHVW LPPHGLDWHO\ ZKLOH WKH
UHPDLQLQJRSWLRQVDUHH[HUFLVDEOHDIWHURQH\HDU

x

2SWLRQVLVVXHGGXULQJWKH\HDUDQGJUDQWHGWRGLUHFWRUVKDYHDPD[LPXPWHUPRIILYH\HDUVDQGDUH
HTXLW\VHWWOHG$OORSWLRQVJUDQWHGYHVWLPPHGLDWHO\

x

$OORSWLRQVDUHWREHVHWWOHGE\SK\VLFDOGHOLYHU\RIFRPPRQVKDUHV



Stock Option Plan
7KHQXPEHUDQGZHLJKWHGDYHUDJHH[HUFLVHSULFHVRIRSWLRQVDUHDVIROORZV
DPRXQWVLQ&DQDGLDQGROODUV
$VDW'HFHPEHU

1XPEHURIRSWLRQV



:HLJKWHGDYHUDJH
H[HUFLVHSULFH



*UDQWHG
([SLUHG
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6XUUHQGHUHG


   


  
    

  

  

2XWVWDQGLQJDW\HDUHQG
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2XWVWDQGLQJDVDWEHJLQQLQJRIWKHSHULRG



1XPEHURI
RSWLRQVRXWVWDQGLQJ



$VDW'HFHPEHU


FRQWUDFWXDOOLIH \HDUV



5DQJHRIH[HUFLVHSULFHV &DQDGLDQGROODUV
WR
WR

WR
















 













'XULQJ  WKH &RPSDQ\ UHFRUGHG      LQ VKDUHEDVHG SD\PHQWV XSRQ WKH YHVWLQJ RI
RSWLRQV $V DW 'HFHPEHU   DQ DGGLWLRQDO QLO LQ VKDUHEDVHG SD\PHQWV UHPDLQ WR EH UHFRJQL]HG  
XSXQWLO0D\ 2SWLRQVRXWVWDQGLQJDW'HFHPEHUH[SLUHEHWZHHQ)HEUXDU\DQG-XQH


6KDUHSXUFKDVHZDUUDQWV
7KHQXPEHUDQGZHLJKWHGDYHUDJHH[HUFLVHSULFHVRIZDUUDQWVDUHDVIROORZV
LQ&DQDGLDQGROODUV
$VDW'HFHPEHU

'DWH
,VVXHG

/LIH
PWKV

1XPEHURIZDUUDQWV



:HLJKWDYHUDJH
H[HUFLVHSULFH



,VVXHGSXUVXDQWWRSULYDWHSODFHPHQWV
:DUUDQWV
([SLUHG
2XWVWDQGLQJDVDWHQGRIWKH<HDU




0DUFK






















1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
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7KHOLIHRIDOOZDUUDQWVDERYHDUHVKRZQLQQXPEHURIPRQWKVIURPLVVXHGDWH

 ),1$1&(,1&20($1'),1$1&(&2676

<HDUVHQGHG'HFHPEHU





&KDQJHLQYDOXHRIHPEHGGHGGHULYDWLYHV
*DLQRQUHVWUXFWXULQJRIGHEW
&KDQJHLQYDOXHRI3DUWLFLSDWLQJ,QWHUHVW
1HWIRUHLJQH[FKDQJHJDLQ
2WKHU

 
 
 
 
 

)LQDQFHLQFRPH



,QWHUHVWH[SHQVHRQORDQV
$FFUXHGDQGRUFDVKVHWWOHG
$PRUWL]DWLRQRIORDQIHHV
$PRUWL]DWLRQRIHPEHGGHGGHULYDWLYHV
1HWIRUHLJQH[FKDQJHORVV
2WKHU

 
 
 


 

)LQDQFHFRVWV

 

1HW)LQDQFH&RVWV










 ,1&20(7$;(6

7KH FRPELQHG &DQDGLDQ WD[ UDWH UHIOHFWV WKH IHGHUDO DQG SURYLQFLDO WD[ UDWHV IRU HDFK DSSOLFDEOH \HDU $
UHFRQFLOLDWLRQRIWKHFRPELQHG&DQDGLDQWD[UDWHWRWKH&RPSDQ\¶VHIIHFWLYHUDWHRILQFRPHWD[LVDVIROORZV

<HDUV(QGHG'HFHPEHU
/RVVEHIRUHWD[HV
&RPELQHG&DQDGLDQWD[UDWH
,QFRPHWD[UHFRYHU\DWFRPELQHGUDWH





 




   

1RQGHGXFWLEOHDPRXQWV

  

1RQWD[DEOHDPRXQWV



&KDQJHLQGHIHUUHGWD[DVVHWVXQUHFRJQL]HG

 

(IIHFWRIFKDQJHLQWD[UDWHVDQGIRUHLJQH[FKDQJH

  

,QFRPH7D[ 5HFRYHU\ ([SHQVHQHW



  


,QWKH&RPSDQ\FRQILUPHGWKDWLWVHOHFWLRQWRXVH86GROODUVDVLWVIXQFWLRQDOFXUUHQF\IRULQFRPHWD[HVKDG
EHHQ UHFHLYHG DQG SURFHVVHG $V D UHVXOW WKH &RPSDQ\ UHFRUGHG D WD[ UHFRYHU\ RI  PDLQO\ GXH WR
IRUHLJQH[FKDQJHWRDGMXVWWKHUDWHXVHGWRFRQYHUWLVYDULRXVWD[SRROVIURP&DQDGLDQGROODUVWR86GROODUV7KH
FKDQJHKDVEHHQWUHDWHGDVDFKDQJHLQDFFRXQWLQJHVWLPDWH&HUWDLQFRPSRQHQWVRIILQDQFHLQFRPHDQGILQDQFH
FRVWVDUHQRWWD[DEOHDQGWKHLUYRODWLOLW\KDVDQDSSDUHQWHIIHFWRQWKHHIIHFWLYHLQFRPHWD[UDWH

 23(5$7,1*6(*0(17

5HSRUWLQJ6HJPHQW
7KH&RPSDQ\KDVEHHQHQJDJHGLQWKHH[SORUDWLRQHYDOXDWLRQDQGGHYHORSPHQWRISURSHUWLHVIRUWKHPLQLQJDQG
SURGXFWLRQRIQLFNHODQGDVVRFLDWHGSURGXFWVVLQFH-DQXDU\LWDOVRKDVEHHQDSURGXFHUDQGVXSSOLHURI
SUHPLXP IUDF VDQG IURP LWV 3 3ODQW  $FFRUGLQJO\ WKH &RPSDQ\ KDV WKUHH UHSRUWLQJ VHJPHQWV &RUSRUDWH
([SORUDWLRQDQG'HYHORSPHQWDQG)UDF6DQG






1RWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



(all tabular amounts in thousands of United States dollars, except common share and per share information)
7KH &RUSRUDWH VHJPHQW RSHUDWHV WR VXSSRUW WKH &RPSDQ\¶V DFWLYLWLHV LQFOXGLQJ H[SORUDWLRQ DQG GHYHORSPHQW
SURMHFWVDQGWKHIUDFVDQGEXVLQHVV

6HQLRUPDQDJHPHQWPDNHVGHFLVLRQVZLWKUHVSHFWWR([SORUDWLRQDQG'HYHORSPHQWE\FRQVLGHULQJH[SORUDWLRQDQG
GHYHORSPHQWSRWHQWLDODQGUHVXOWVRQDSURMHFWE\SURMHFWEDVLV7KHH[SORUDWLRQDQGGHYHORSPHQWSURMHFWVDUHDOO
ORFDWHGLQ&DQDGD$Q\DSSOLFDEOHDPRXQWVUHODWLQJWRVXFKSURMHFWVZLOOFRQWLQXHWREHFDSLWDOL]HGWRWKHUHOHYDQW
SURMHFWDVHLWKHUExploration and evaluation projectsRUMine property and development projectRQWKHFRQVROLGDWHG
EDODQFHVKHHWV

7KH )UDF 6DQG VHJPHQW LV PDQDJHG DQG RSHUDWHG E\ 9LFWRU\ 6LOLFD¶V H[HFXWLYHV DQG HPSOR\HHV DOWKRXJK WKH
EXVLQHVV DQG RSHUDWLQJ DVVHWV DUH SDUW RI 9LFWRU\ 1LFNHO  7KH VHJPHQW LV ORFDWHG LQ &DQDGD DOWKRXJK UDZ
PDWHULDOVSXUFKDVHVDUHVRXUFHGIURPWKH8QLWHG6WDWHV


7KHIROORZLQJWDEOHVSURYLGHLQIRUPDWLRQRQWKHDVVHWVRIWKH&RPSDQ\¶VVHJPHQWV

$VDW'HFHPEHU





&DQDGD
&RUSRUDWH
([SORUDWLRQDQG'HYHORSPHQW
)UDF6DQG
,QWHUVHJPHQWHOLPLQDWLRQ




 

7RWDO$VVHWV

 





 


7KHUH KDYH EHHQ QR FKDQJHV LQ WKH UHSRUWDEOH VHJPHQWV RU WKH WUHDWPHQW RI VHJPHQWHG DVVHWV DQG UHYHQXHV
GXULQJDQG

)RUWKH\HDUHQGHG'HFHP EHU

&RUSRUDWH

([SORUDWLRQDQG
'HYHORSP HQW

)UDF6DQG
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5HYHQXHV









&RVWRIJRRGVVROG
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5HODWHG3DUW\%DODQFHVDQG7UDQVDFWLRQV
6KRUWWHUPHPSOR\HHEHQHILWVSURYLGHGE\WKH&RPSDQ\WRNH\PDQDJHPHQWSHUVRQQHOLQFOXGHVDODULHVGLUHFWRUV¶
IHHV VWDWXWRU\ EHQHILW FRQWULEXWLRQV SDLG DQQXDO YDFDWLRQ DQG SDLG VLFN OHDYH DV ZHOO DV QRQPRQHWDU\ EHQHILWV
VXFK DV PHGLFDO FDUH  ,Q DGGLWLRQ WR VKRUWWHUP HPSOR\HH EHQHILWV WKH &RPSDQ\ PD\ DOVR LVVXH RSWLRQV DQG
FRPPRQ VKDUHV DV SDUW RI WKH 6WRFN 2SWLRQ 3ODQ DQG 6KDUH %RQXV 3ODQ 1RWHV  DQG    3D\DEOHV WR NH\
PDQDJHPHQWSHUVRQQHOJHQHUDOO\UHODWHWRGLUHFWRU¶VIHHVFRQVXOWLQJIHHVDQGH[SHQVHUHLPEXUVHPHQWV%DODQFHV
DQGWUDQVDFWLRQVZLWKUHODWHGSDUWLHVDVDWDQGIRUWKH\HDUVHQGHG'HFHPEHUDQGDUHVKRZQLQWKH
IROORZLQJWDEOHV


$VDW'HFHPEHU
%DODQFHV2XWVWDQGLQJ
'HEWGXHWRNH\PDQDJHPHQWSHUVRQQHO
2WKHUSD\DEOHVGXHWRNH\PDQDJHPHQWSHUVRQQHO





  
 
 

.H\PDQDJHPHQWSHUVRQQHOFRPSHQVDWLRQLVFRPSRVHGRI


<HDUVHQGHG'HFHPEHU
6KRUWWHUPHPSOR\HHEHQHILWV
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VICTORY NICKEL INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Years Ended December 31, 2018 and 2017
The following discussion of the results of operations, financial condition and cash flows of Victory Nickel Inc. (“Victory
Nickel” or the “Company”) prepared as of April 30, 2019 consolidates management’s review of the factors that affected the
Company’s financial and operating performance for the years ended December 31, 2018 and 2017, and factors reasonably
expected to impact on future operations and results. This discussion is intended to supplement and complement the
Company’s consolidated financial statements for the years ended December 31, 2018 and 2017 (the “2018 Consolidated
Financial Statements”) and the notes thereto, which were prepared in accordance with International Financial Reporting
Standards (“IFRS”).
Certain information and discussion included in this management’s discussion and analysis (“MD&A”) constitutes forwardlooking information. Readers are encouraged to refer to the cautionary notes contained in the section Forward-Looking
Statements at the end of this MD&A.
The 2017 Consolidated Financial Statements are available at www.sedar.com and at the Company’s website
www.victorynickel.ca. All amounts disclosed are in United States dollars (“US$” or “US dollars”) unless otherwise stated as
Canadian dollars (“CAD$”) or Australian dollars (“AU$”). All tabular amounts are in thousands of US dollars.
Common shares of the Company trade on the Canadian Securities Exchange (“CSE”) under the symbol NI.
COMPANY OVERVIEW
The Company was formed on February 1, 2007 as an exploration and development mineral resource company and was
primarily engaged in the acquisition, exploration, evaluation and development of nickel projects and associated products in
Canada. Victory Nickel owns 100% of four advanced sulphide nickel projects: the Minago, Lynn Lake (under option with
Corazon Mining Ltd. (“Corazon”), an Australian public company (ASX: CZN)) and Mel projects in Manitoba, and the Lac
Rocher project in Québec. The Minago project is the Company’s most advanced nickel project. A feasibility study on the
Minago Project (“Minago FS”) was completed and the results were announced in December 2009. The Environmental
Impact Study (“EIS”) was filed in May 2010 and receipt of the Environmental Act Licence (“EAL”) was announced in August
2011. Subsequent improvements to the project were announced in June 2010 and July 2011. In April 2014, the Company
announced the filing of an amendment to the EAL to relocate the permitted Minago tailings facilities such that it will not
interfere with potential nickel resources and should also reduce operating costs. Although this amendment would be
preferable, it is not necessary for the Minago project to be developed. On completion of First Nations consultation by the
government of Manitoba, it is expected that the government of Manitoba will issue the requested amendment to the
existing EAL which remains valid.
The Company’s decision to enter the frac sand business was initially based on the need to generate cash flow and the
desire to highlight the value of frac sand, which can be sold into the into the oil & gas industry, as a co-product at its
Minago nickel project in Manitoba. Based on the Minago FS, approximately 11 million tonnes of frac sand exist within the
Minago pit footprint. The pit footprint represents only a small portion of the Minago property. The frac sand is a significant
contributor to the economics of the Minago project.
During 2014, Victory Nickel became a producer and supplier of premium Wisconsin frac sand from its frac sand plant (the
“7P Plant”) located near Seven Persons, Alberta, approximately 18 kilometres southwest of Medicine Hat, Alberta. Highquality Northern White frac sand is sourced from Wisconsin, USA, through the Company’s wholly-owned subsidiary Victory
Silica Ltd. (“Victory Silica”). Northern White occurs predominantly in the US Midwest and generally exceeds American
Petroleum Institute (“API”) specifications for frac sand. For this reason, it is a highly-desirable and preferred frac sand. Frac
sand is used as a proppant to enhance recovery from oil and gas wells. The 7P Plant comprises a wash plant with a
nominal capacity of approximately 120,000 tons per annum (“tpa”) and a fully-operational dry plant with a nominal capacity
of 500,000 tpa. The Company established itself as a frac sand producer by acquiring concentrated sand in Wisconsin,
USA, washing it prior to shipment to the 7P Plant for processing into four main categories of finished frac sand products.
Crucial to the success of its frac sand operations is the Company’s ability to build a solid customer base within an
economic distance of its production facilities or to acquire/build additional frac sand processing facilities to serve additional
markets. The Company was able to establish itself as a preferred supplier in the areas around Medicine Hat, Alberta
through spot-market sales and short-term contracts. The Company’s 7P Plant is located in close proximity to oil and gas
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producing plays in Alberta, BC, Saskatchewan and North Dakota, allowing customers to purchase sand FOB the 7P Plant
and use their own trucks to deliver to the wellhead or, alternatively, to have the Company deliver frac sand directly to the
wellhead. A small portion of finished sand is delivered by rail.
To ensure long-term supply of concentrated sand, the Company entered into an option to acquire a 100% interest in a frac
sand land package totalling over 300 acres in Trempeleau County, Wisconsin, USA (the “Bear Coulee Property”). The
option is valid for six months from receipt of permits with two equivalent extensions available under certain circumstances.
Prior to production the Company will be required to pay $40,000 per annum as an advance royalty on the initial 20,000
tons of sand production. Once the Bear Coulee Property is in production, the Company will be required to pay a royalty of
$2.00 per ton of frac sand sold from the property. In February 2015, the Company announced that a resource estimate of
approximately 11 million tons of sand has been completed by Summit Envirosolutions Inc. on the Bear Coulee Property
and was incorporated into a National Instrument 43-101 technical report.
The Company’s board of directors approved the construction of a wash plant in Wisconsin or Minnesota and has
considered building a second 1,000,000 tpa dry plant in or near Winnipeg, Manitoba. Market conditions necessitate the
deferral of any such construction until more certainty returns to the oil and gas sector.
Due to the sudden drop in the price of oil during late 2014, drilling activity by oil and gas exploration and production
(“E&P”) companies decreased significantly and sustained relatively low oil and gas prices continued to negatively affect
frac sand demand into 2018. The drop in sales required a temporary suspension in production at the 7P Plant in April
2015. The 7P Plant operates on an as-needed basis only (see Going Concern below). In March 2017, the Company
announced that due to increasing market demand for frac sand, it had restarted the dry plant at its 7P Plant. In October
2017, the Company announced that it had completed the refurbishment of its frac sand wash plant at the 7P Plant,
enhancing the ability to produce and sell frac sand.
In October 2018, the Company entered into an agreement with Short Grass Ranches Ltd. (the “Owner”) Giving the
Company the option to mine frac sand from one of the Owner’s properties (the “Short Grass Property”). The strategy is in
line with the Company’s view to provide a full suite of import and domestic frac sand products to the northern oil and gas
markets. Under the terms of the Exploration and Option Agreement, the Company has a 180-day period to evaluate the
Short Grass Property. Should the Company exercise its right to develop a commercial frac sand mine (the “Option”), it will
pay the Owner a $2.00 per tonne royalty for frac sand sold from the Short Grass Property. The initial term of the Option
would be for five years with the ability to extend for additional five-year terms. Per the terms of the Option, on April 5, 2019,
the Owner was notified by the Company of the exercise of the Option.
Going Concern
These 2018 Consolidated Financial Statements have been prepared using Generally Accepted Accounting Principles
(“GAAP”) applicable to a going concern, which contemplates the realization of assets and settlement of liabilities in the
normal course of business as they come due. As at December 31, 2018, the Company had a working capital deficiency of
$8,200,000, calculated as current assets less current liabilities, an increase from a working capital deficiency of
$6,406,000 as at December 31, 2017 mostly due to interest accrued on debt. At December 31, 2018, the debts of
$7,160,000 were the largest factor in the Company’s working capital deficiency, as the Company was in default on
unsecured debt and related interest. A significant portion of debt is now classified as current liabilities.
The Company’s main assets are its nickel projects. Minago, the most advanced of its projects, is permitted and ready for
development. However, development costs are in excess of CAD$500,000,000 and given the current price of nickel, it is
unlikely that financing for this project will be available in the near future. If the Company is unable to finance and develop
these projects, the potential recovery via sale of these projects may be below the current carrying amounts. Given the
defaults on various loans discussed below, there is an increased risk that the Company’s creditors could force the
Company to liquidate its core assets under less than favourable terms.
On April 14, 2015, the Company announced that operations at the 7P Plant were temporarily suspended until the demand
for frac sand improved; this temporary suspension was due to the dramatic decrease in energy pricing that began in 2014.
Since March 2015, sales have been significantly below rates achieved during 2014 and remain well below the level
required to generate positive cash flow. The 7P Plant was restarted in March 2017 and continues to operate on an asneeded basis in order to fulfil customer needs. In October 2017, the Company announced that it had completed the
refurbishment of its frac sand wash plant at the 7P Plant. The wash plant is now operational, enhancing the ability to
produce and sell frac sand. Sales of frac sand have yet to recover to levels that would generate positive cash flow.
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The near-term outlook in the frac sand market remains unclear. The US dollar continues to negatively impact demand for
high-quality Wisconsin frac sand in Canada, as the price for Canadian frac sand has dropped and service companies
appear satisfied with using lower-quality domestic frac sand, because of the price differential caused mainly by the
exchange rate. The Company’s existing inventory is Wisconsin frac sand, which is hindering its ability to increase its sales.
The Company is currently exploring the possibility of adding domestic sand to its inventory in order to be more competitive
with the lower priced sand.
Cash flows from frac sand sales in 2018 were not sufficient to pay financing costs and the Company was not able to make
most of its interest payments due during 2018 and 2017.
During 2016, the Company restructured its debt (the “Debt Restructuring Agreement”) with holders of promissory
convertible notes and trade creditors, by issuing shares of the Company and unsecured promissory convertible notes
(“Promissory Convertible Notes”). In 2017, the Company’s secured debt (“Secured Debt”) increased by the amount of
unpaid interest to $7,050,000 and the maturity date was extended to July 31, 2019. In 2018, the maturity date of the
Secured Debt was further extended to January 31, 2020.
Pursuant to the terms of the Secured Debt, the Company is prevented from making payments under outstanding
unsecured debt until the Secured Debt is repaid. The lender of the Secured Debt (the “Secured Lender”) provided a
forbearance agreement for the balance of the accrued interest and made short term advances to cover non-discretionary
costs. Barring a significant improvement in the sales of frac sand, the Company is unlikely to be able to repay the Secured
Debt in full when it matures in January 2020. The Company’s ability to make the required interest payments in 2019 is
also in doubt and dependent upon frac sand sales and/or third-party funding or asset sales. Subsequent to December 31,
2018, the Company was unable to make its interest payment due on March 31, 2019. The Company’s Secured Lender
continues to demonstrate its commitment to ensuring the protection of the Company’s core assets by providing working
capital advances and forbearance agreements with respect to the interest due under the Secured Debt. Should the
support of the Secured Lender change, the going concern assumption would be in doubt.
During 2016, all of the promissory convertible note holders participated in the Debt Restructuring Agreement, except for
one holder of a $3,000,000 promissory convertible note (the “Outstanding Note”). In March 2016, the Company
announced that it had received notice that the holder of the Outstanding Note had filed a statement of claim concerning
non-payment of principal and interest. The Company has reviewed the statement of claim with legal counsel to assess its
impact on the Company and has concluded that there is no significant impact on the status of the Company’s debt. The
Outstanding Note matured in July 2016 and the Company has been unable to repay the amounts owing and interest
payments due, which has resulted in the Company defaulting on the note.
The Company has not paid interest payments due on its Promissory Convertible Notes, which has resulted in the
Company defaulting on a portion of these notes.
On July 31, 2018, the Company obtained approval from certain holders of Promissory Convertible Notes amounting to
CAD$357,000 and $1,396,000, to extend the maturity date to January 31, 2020, from July 31, 2018, upon the issuance of
an aggregate total of 532,899 common shares of the Company. The balance of the promissory notes remain in default.
The ability of the Company to continue as a going concern is heavily dependent on the continued support of its lenders
and the frac sand market improving, both in demand and in price, and the Company’s ability to resume full operations at its
7P Plant. In addition to the liquidity and solvency uncertainties described above, the ability to resume full operations at the
7P Plant will require additional financing. In order to resume purchasing and shipping supplies of frac sand and full
operations at the 7P Plant, the Company will require additional working capital. As noted, the Company’s Secured Lender
has been supportive to date. However, there are no assurances that the Company will be able to obtain the working capital
to resume operations at the level sufficient to generate cash flows to repay its outstanding obligations.
The Company has cut non-essential costs in an effort to reduce operating losses and has deferred payments wherever
possible. During 2018 and 2017, the Company, with the agreement of its Secured Lender, sold non-core assets to provide
operating funds. Subsequent to December 31, 2018, the Company liquidated the remainder of its marketable securities,
eliminating this source of funds for operations. However, without an injection of capital and/or until the demand and pricing
for frac sand returns to pre-2015 levels, the Company will not be able to meet its outstanding obligations or any new
obligations as they become due. The defaults on the Company’s existing obligations add to the challenge of obtaining
additional capital.
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There can be no assurance that the Company will be able to restructure its debt further and/or recapitalize, and there is no
certainty as to what further steps, if any, the secured and unsecured lenders may take. To date, management and the
board of directors have reduced and/or deferred salaries and director fees until business recovers, but there is no certainty
that this will continue. Management salary reductions and/or deferrals put the Company at risk of being unable to retain
key personnel.
In addition to the above liquidity issues, the Company is subject to the risks and challenges experienced by other
companies at a comparable stage. These risks include, but are not limited to, continuing losses, dependence on key
individuals and the ability to secure adequate financing or to complete corporate transactions to meet the minimum capital
required to successfully fund its projects and operating expenses.
None of the Company’s mining projects have commenced commercial production and, accordingly, the Company is
dependent upon debt or equity financings, the optioning and/or sale of resource or resource-related assets or interests,
exploration results which have the potential for the discovery of economically-recoverable reserves and resources, and/or
the ability to generate sufficient cash flow from its other operating activities for its funding. Development of the Company’s
current nickel mining projects to the production stage will require significant financing. Given the current economic climate,
including the low nickel price, and the Company’s existing liquidity challenges, the ability to raise sufficient funds will be
difficult.
Should the Company not be able to overcome the risks described in this section, the carrying value of the Company’s
assets would be subject to material adjustment and, in addition, other adjustments may be necessary to these
consolidated financial statements should such adverse events impair the Company’s ability to continue as a going concern
as contemplated under GAAP. There is no certainty that the Company will be able to generate sufficient cash to fund its
activities including debt servicing, project expenditures and corporate costs. These conditions indicate the existence of a
material uncertainty that may cast significant doubt about the Company’s ability to continue as a going concern. Failure to
continue as a going concern would require that the Company’s assets and liabilities be restated on a liquidation basis,
which would differ significantly from the going concern basis.
OUTLOOK
2018 was an interesting year for Victory Nickel. While sand sales from Alberta’s 7P Plant remained the focus during the
year, the Company’s three sulphide nickel assets remain at the heart of the longer-term value proposition for shareholders.
Minago in Manitoba is host to one of Canada’s largest undeveloped, permitted, sulphide nickel resources. Combined with
Mel in Manitoba and Lac Rocher in Quebec, the three projects give your company one of the country’s most significant insitu sulphide nickel inventories.
Why is this important? Because all of the Company’s nickel assets are located in Canada, one of the world’s most secure
mining jurisdictions; because the projects are superbly located relative to access to infrastructure, particularly Minago; and
because demand for nickel, specifically sulphide nickel, is projected to rise dramatically over the next two decades.
Nickel’s presence as an “Energy Metal” came to prominence in 2018 with the acceleration of worldwide demand for electric
vehicles (“EV”). The blooming global need for rechargeable batteries due to growth in the EV market, driven by government
focus on reducing carbon emissions, combined with evolving battery technologies that incorporate increasing amounts of
nickel has led to market watchers expanding their projections for global nickel demand.
Market Researcher Wood Mackenzie breaks EV into three broad categories, each with increasing levels of electrification.
From least to most electrification these are hybrid electric vehicles (“HEV”), plug-in hybrid electric vehicles (“PHEV”) and
battery electric vehicles (“BEV”). As the level of electrification increases, so too does battery size and the amount of nickel
and other battery materials required. By 2030, Wood Mackenzie expects 58% of passenger EV to be HEV, with the
remaining 42% being PHEV or BEV; by 2040 the expectation is nearly 75% PHEV or BEV.
This increase in battery size and usage is complimented by the battery technologies themselves. There has been a global
shift toward lithium-nickel-manganese-cobalt-oxide (“NMC”) cathode chemistries, says Wood Mackenzie, and by 2030 they
expect 70% of EV to use an NMC cathode. And there is a shift toward less cobalt-intensive battery types, meaning more
nickel is used in each battery. UBS points out that today’s cathodes used in EVs typically have a 1:1:1
nickel:manganese:cobalt ratio. By 2021 this materials mix is expected to be optimized at 8:1:1. Further to this point,
researcher Adamas Intelligence points to a 104% year-over-year (“YoY”) increase in the amount of nickel in passenger EV
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batteries during February 2019, a bigger jump than both manganese and cobalt. In China alone, the YoY increase in nickel
deployment in passenger EV batteries from January 2018 was 253%, with the YoY increases in Germany and the US
coming in at 88% and 54% respectively.
In addition, market watchers concur that due to the quality requirements of battery producers the winners in this new
demand environment will be sulphide (“Class 1”) nickel producers such as Victory Nickel’s projects which, unlike laterite
nickel (“Class 2”) deposits, have an economic advantage in the competition for EV battery market share.
This is not to discount the stainless steel and other traditional markets using nickel. All in all, Wood Mackenzie sees global
nickel demand rising significantly between 2018 and 2040.

Sources of Long-Term Incremental Nickel Demand

Source: Wood Mackenzie

Given the Company’s leading position with regard to sulphide nickel resources Victory Nickel is well positioned to take
advantage of the significant market shift toward EVs and growing sulphide nickel demand in general.
Unfortunately, current nickel prices and in-turn the valuation of nickel projects do not yet reflect this anticipated market shift.
At the present time market conditions, the Company’s financial liquidity constraints and the market capitalization of the
Company necessitated impairment write-downs on the nickel projects. However, management remains confident that these
projects will demonstrate their value in the long-run when nickel prices improve and market conditions allow for the full
development of the Company’s nickel projects.
Frac Sand
Sand is a substantial contributor to the overall economics at Minago. Victory Nickel became a player in the sand market in
2014, when construction and commissioning of its 7P Plant in Alberta was completed. Unfortunately, toward the end of 2014
the price of oil crashed. As a result, drill rig utilization decreased substantially. In direct response to the declining utilization,
E&P companies reduced, cancelled or deferred capital programs. All of this led to an unprecedented decline in the pricing of
drilling and well completions, putting downward pressure on the price of frac sand.
During this period, E&P companies looked for ways to improve their economics by reducing costs and enhancing
recoveries. Measures include lengthening of lateral drilling, increasing the number of stages per foot and using more sand
per stage. These changes have led to an increase in frac sand intensity – using more sand per well – a trend that bodes
well for frac sand consumption.
According to energy market analytics company RBN Energy, a typical well in Texas’ Permian Basin is 10,000 lateral feet
(and sometimes thousands of feet longer) using about 2,500 pounds of sand per linear foot. These dynamics have led to a
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doubling of frac sand demand over the past three years in the US to in excess of 100,000,000 tons per annum.
As part of the trend toward E&P companies looking to reduce their costs, demand for more cost-effective in-basin domestic
frac sand has increased in Canada. The Company’s business plan always contemplated sales of domestic frac sand from
both Minago and other strategically-located Canadian frac sand deposits in addition to sales of Northern White frac sand
imported from Wisconsin. As such, the Option on the Short Grass Property furthers the Company’s ability to better navigate
changing frac sand demand in Canada by offering both imported Northern White and an in-basin domestic alternative.
Broadening its product offering will allow Victory Nickel to appeal to a wider variety of customers and better take advantage
of opportunities as the frac sand market evolves.
Also, on an ongoing basis, management reviews the potential to take advantage of market opportunities to build its
presence in the frac sand business by evaluating available acquisitions of undervalued North American frac sand production
assets that offer immediate potential to expand sales and open new markets while at the same time being complementary
to the Company’s existing production activities.
As discussed above, management is developing strategies to take full advantage of opportunities in a changing frac sand
market. In addition, we remain confident that sulphide nickel demand will improve such that not only the Minago nickel
project can be developed, but that the Company’s other nickel projects can be advanced as potential producers. We thank
our shareholders, lenders and suppliers for their continued patience and support.
In late October 2018, the Company announced that René Galipeau had retired as CEO for personal reasons. Mr. Galipeau
remains on the Board of Directors and continues to act as an advisor to the Company. The Board, management team and
shareholders of Victory Nickel have been fortunate to have the benefit of his expertise since the inception of the Company
and through the more than challenging circumstances one inevitably confronts in our industry. We are deeply appreciative
and thank him for his service as CEO and continued input on the Board of Directors.
RESULTS OF OPERATIONS
For the year ended Decem ber 31, 2018
Revenues

Exploration and
Developm ent

Corporate
$

-

$

-

Frac Sand
$

699

Total
$

699

Cost of goods sold

-

-

(1,146)

(1,146)

Gross profit (loss)

-

-

(447)

(447)

(621)

-

(248)

(869)

(20)

-

Operating expenses
General and administrative
Share-based payments

-

Amortization of property, plant and equipment

-

(2)

Writedow n of mine property and development project

-

(22,219)

-

(22,219)

Writedow n of exploration and evaluation projects

-

(5,288)

-

(5,288)

(641)

Operating loss
Finance income

(27,509)

(580)

(20)

(1,275)

(582)

(29,425)

1,241

-

-

1,241

Finance costs

(2,774)

-

-

(2,774)

Net finance costs

(1,533)

-

-

(1,533)

Loss before incom e taxes

(2,174)

Income tax recovery
Net loss for the year

911
$

(1,263) $

(27,509)
(27,509) $

(1,275)
(1,275) $

(30,958)
911
(30,047)
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Year ended Decem ber 31, 2017
Revenues

Exploration and
Developm ent

Corporate
$

-

$

-

Frac Sand
$

879

Total
$

879

Cost of goods sold

-

-

(690)

(690)

Gross profit

-

-

189

189

Operating expenses
General and administrative
Share-based payments
Amortization of property, plant and equipment

(340)
(444)
(1)

(32)
(3)

(219)
(586)

(591)
(444)
(590)

Operating loss

(785)

(35)

(616)

(1,436)

Finance income
Finance costs

488
(1,998)

-

-

488
(1,998)

Net finance costs

(1,510)

-

-

(1,510)

Loss before incom e taxes

(2,295)

Income tax recovery
Net loss for the year

(35)

2,898
$

603

$

(35) $

(616)
(616) $

(2,946)
2,898
(48)

Overall
For the year ended December 31, 2018, the Company had a net loss of $30,047,000 or a loss of $0.32 per share
(December 31, 2017 - $48,000 or a loss of $0.00 per share). Of the net losses, the writedown of exploration and evaluation
projects and the writedown of mine property and development project represents the largest contributor at $22,219,000
and $5,228,000, respectively, for the year ended 2018. The following narrative discusses the relevant operations of the
Frac Sand and Exploration and Development segments first, and then addresses the corporate segment.
Frac Sand Segment
Due to the decline in the price of oil beginning in 2014, demand for frac sand in the Company’s target markets was under
pressure throughout 2017 and 2018. The Company holds inventory in excess of 19,000 tons as at December 31, 2018
(December 31, 2017 – 22,000 tons) at various stages of the process and made sales of 7,770 tons of various grades of
frac sand during 2018 (2017 – 10,310 tons) by drawing down inventories and brokering sand, generating a gross loss of
$447,000 (2017 – gross profit of $189,000). During 2017, ownership of 8,000 tons of sand stored in Wisconsin was
transferred to the storage facilities in lieu of paying storage charges, resulting in a reduction in the Company’s inventory
balances. Inventory is valued at the lower of cost or net realizable value, and is being sold as possible.
Revenues
The Company recognized revenue on frac sand sales during 2018 aggregating $699,000, or $89.96 per ton on frac sand
sales (2017 - $879,000 or $85.22 per ton). Revenue includes periodic freight for sales delivered to customers. While sales
and pricing are showing signs of improvement, the market has not improved sufficiently in the Company’s target areas
where it can generate positive cash flow sufficient to service debt.
Cost of goods sold
The cost of goods sold includes the cost of concentrated sand purchased in Wisconsin, the cost of delivery to the 7P Plant
including handling and trans-loading costs and the operating cost to dry and screen the concentrated sand into four main
dry products. Cost of goods sold may also include sand purchased from third parties. These costs are capitalized as a
component of inventory on a normalized basis and are charged to cost of goods sold when title to the product passes to
the customer. Cost of goods sold may also include any write-down or recovery of impairment of inventory values to the
lower of cost or net realizable value.
The cost of goods sold was $1,146,000 during 2018 including an inventory writedown of $206,000 to net realizable value
(2017 - $690,000 including an inventory recovery of previous impairment of $495,000, as the Company revalued inventory
to net realizable value and recorded finished inventory at the lower of cost or net realizable value). During 2017 and 2018,
the Company sold most of its 20/40 grade in finished goods inventory, requiring the start-up of the 7P Plant to replenish
this particular grade of sand, in anticipation of a continued improvement in sales. The 7P Plant continues to operate on an
as needed basis, resulting in higher operating costs per ton of product produced than what is expected on a continuous
operating basis. The Company has reduced manpower to a skeleton crew sufficient to start production as demand returns
on a consistent basis. The Company suspended deliveries of concentrated sand in 2015 and will resume deliveries once
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demand is sufficient to utilize existing inventories at the 7P Plant. Finished goods inventory was valued at net realizable
value of $84.10 per ton (2017 - $92.50 per ton) to reflect current market conditions.
Costs per ton are per dry ton, unless otherwise stated.
Gross profit
The 7P Plant generated a gross loss during 2018 and gross profit during 2017. The 7P Plant continues to operate on an
as-needed basis, resulting in higher operating costs per ton of product produced than what is expected on a continuous
operating basis, while finished goods inventory is written-down when impaired to the lower of cost of net realizable value.
General and administrative and other costs
General and administrative costs for the frac sand segment amounted to $248,000 for the year ended December 31, 2018
(2017 - $219,000). These costs include Victory Silica salaries, administration, marketing and logistics management. The
Company reduced manpower to a skeleton crew and overhead sufficient to operate the 7P Plant as demand requires.
Amortization of property, plant and equipment of $580,000 was recorded for the year (2017 - $586,000), for items in use at
the 7P Plant.
Net loss
All of the above items combined to produce a net loss for the frac sand segment of $1,275,000 for the year ended
December 31, 2018 (2017 – $616,000).
Exploration and Development Segment
At December 31, 2018, the Company recorded an impairment of $5,288,000 on its exploration and evaluation projects
(2017 - $nil) and $22,219,000 on its mine, property and development project (2017 - $nil). During 2018 and 2017, there
were no pre-exploration expenditures.
Corporate Segment
The corporate component of net loss for the year ended December 31, 2018 was $1,263,000 (2017 – income of
$603,000), including operating expenses of $641,000 (2017 - $785,000), net finance costs of $1,533,000 (2017 –
$1,510,000) and an income tax recovery of $911,000 (2017 – $2,898,000). Operating expenses include $20,000 non-cash
share-based payments in 2018 (2017 - $444,000).
General and administrative expenses were $621,000 during 2018 (2017 - $340,000). These costs include statutory costs
incurred as a public company, general investor relations expenses, consulting, travel, health benefits, salaries and director
costs.
Net finance income (costs)
The Company considers financing activities to be part of the Corporate segment.
Finance income in 2018 was $1,241,000 (2017 - $488,000) and was primary due to the change in the fair value of the
estimated cash flows from the Participating Interest (as defined further below) of $528,000 (2017 - $404,000) and the gain
on restructuring of debt of $519,000 (2017 - $nil). On July 31, 2018, the Company obtained approval from certain holders
of Promissory Convertible Notes amounting to CAD$357,000 and $1,396,000, to extend the maturity date to January 31,
2020, from July 31, 2018, upon the issuance of an aggregate total of 532,899 common shares of the Company.
Finance costs were $2,774,000 for 2018 (2017 - $1,998,000), representing the Company’s most significant expense. Cash
and accrued interest expense were $1,982,000 for the year ended December 31, 2018 (2017 - $1,617,000). The increase
in interest expense during 2018 compared with 2017 is mainly related to the compounding of interest outstanding on
various debts.
During 2016, the Company issued several tranches of Promissory Convertible Notes. There are several elements of
finance costs associated with these notes: accrued and cash-settled interest expense, non-cash amortization of loan fees,
non-cash amortization of the embedded derivatives related to the value of the convertibility feature at inception, the change
in the fair value of the embedded derivatives, and the non-cash amortization of the present value discount on the
Promissory Convertible Notes. All amortizable elements are calculated using the effective interest rate method. As at
December 31, 2018, the amortization of the embedded derivatives on the Promissory Convertible Notes amounted to
$531,000 (2017 - $260,000).
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The embedded derivatives are calculated using the Black-Scholes option-pricing methodology and are a function of share
price, the conversion price, risk-free interest rate, length of time to expiry and share price volatility as well as the US dollar
exchange rate for loans denominated in US dollars, but convertible using a Canadian dollar price. All other things being
equal, one would expect the value of the option to decline as time approaches the expiry date. However, because of the
volatility of exchange rates and the Company’s share price, this may not always be the case.
Income tax expense (recovery)
The Company does not allocate income taxes between segments. The Company records a tax recovery as a result of
applying carry-forward non-capital losses against deferred tax liabilities. Certain components of finance income and
finance costs are not taxable, and their volatility has an apparent effect on the effective income tax rate.
Other comprehensive income
Other comprehensive income (“OCI”) for the year ended December 31, 2018 relates to an increase of $180,000 in the
market value of the Company’s financial assets at fair value through OCI (2017 – $143,000). These changes are a result
of the net market value changes and/or gain in the sale of the Company’s marketable securities. The company sold a
portion of its marketable securities for $305,000 during 2018 (2017 - $46,000). Furthermore, foreign exchange gain in OCI
of $103,000 was incurred during 2018 (2017 – loss $65,000), due to the translation of the Company’s subsidiaries’
functional currency of CAD$ to the Company’s functional currency of US$, offset by the sale of marketable securities in
CAD$.
Deferred tax liability
Deferred income tax assets and liabilities are recognized for temporary differences between the carrying value of the
balance sheet items and their corresponding tax values, as well as for the benefit of losses available to be carried forward
to future years for tax purposes that are considered probable to be realized. The deferred tax amount reflects a rate of
27% (2017 – 27%).
SUMMARY OF QUARTERLY RESULTS
Selected financial information for each of the last eight quarters ended December 31, 2018 is as follows:
Fiscal year 2018
Sales
Gross (loss) profit
General and administrative
Net finance income (costs)
Net (loss) income
Total comprehensive (loss) income
Loss per share - basic and diluted

4th Quarter
$
35
$
(371)
$
(220)
$
(168)
$
(28,239)
$
(28,288)
$
(0.30)

3rd Quarter
$
207
$
(19)
$
(220)
$
(132)
$
(205)
$
154
$
(0.00)

2nd Quarter
$
58
$
(68)
$
(242)
$
(610)
$
(875)
$
(832)
$
(0.01)

1st Quarter
$
399
$
11
$
(187)
$
(623)
$
(728)
$
(798)
$
(0.01)

Fiscal year 2017
Sales
Gross profit (loss)
General and administrative
Net finance costs
Net income (loss)
Total comprehensive income (loss)
Income (loss) per share - basic and diluted

4th Quarter
$
156
$
455
$
(133)
$
(34)
$
2,091
$
2,131
$
0.02

3rd Quarter
$
428
$
(116)
$
(120)
$
(448)
$
(577)
$
(571)
$
(0.00)

2nd Quarter
$
46
$
(158)
$
(199)
$
(255)
$
(654)
$
(691)
$
(0.01)

1st Quarter
$
249
$
8
$
(139)
$
(773)
$
(908)
$
(839)
$
(0.01)

The gross profit or loss includes cost of goods sold, which contain operating costs for a full period despite production
being at less-than-full capacity. During the last quarter of 2018, the company recorded a significant impairment in its
exploration and evaluation properties and its mine, property and development property. An impairment on inventory to net
realizable value was also recorded during the same period. In addition, the increase in the market value of frac sand
required a recovery of impaired inventory values during the last quarter 2017, to the lower of cost or net realizable value.
Net finance income and costs have fluctuated period-over-period, due to the gain in restructuring of debt during 2018,
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change in the fair value of the embedded derivatives related to the Debt Restructuring Agreement, change in the fair
value of the Participating Interest (defined below), gain on the Debt Restructuring Agreement during 2016, and
amortization of embedded derivatives and loan fees on the Promissory Convertible Notes. During 2017, the Company
recorded an income tax recovery as a result of adjusting the foreign exchange rate on various tax pools.
LIQUIDITY AND CAPITAL RESOURCES
As at December 31, 2018, the Company had a working capital deficiency of $8,200,000, compared with a working capital
deficiency of $6,406,000 as at December 31, 2017. The increase in the working capital deficiency resulted mainly from the
increase in short term loans as long-term debt becomes current.
Participating Interest
Pursuant to a participating interest loan (the “Participating Interest”) with Nuinsco Resources Limited (or the “Lender”), the
Lender has the right to convert the outstanding balance into a limited participating interest (the “Conversion”), whereby the
Lender is entitled to receive a share of cash flows earned from the sale of frac sand from the 7P Plant. On April 22, 2014,
the Lender exercised the Conversion. The Conversion constituted payment of the loan in full. This obligation will be settled
through a 52.16% participation in net operating cash flows from the frac sand business after recoupment of capital costs
for phase one and pre-operating expenses. The participation is capped at CAD$7,667,124 provided the Company
proceeds with phase two (see FRAC SAND SEGMENT below for a description of phases one, two and three), otherwise
the cap is approximately CAD$10,222,831. Distributions under the Participating Interest terms are calculated based on
operating cash flow after recovery of capital and pre-operating costs and take into account working capital. Until there is
an improvement in the frac sand market from the uncertainty seen in recent years and given the operating losses incurred
since 2014, it is not likely that any payments will be made on the participating interest. As a result, at December 31, 2018,
the carrying value of the Participating Interest was $1,000 compared with $529,000 at December 31, 2017. Any change in
value is recorded through Finance Income or Cost in the statement of operations. The Company will continue to reassess
the carrying value of the Participating Interest as circumstances warrant.
Secured Debt
The Secured Debt of $7,050,000 has a maturity date of January 31, 2020. Under the terms of the Secured Debt, an
additional fee of 2,500,000 common shares was issued by the Company to the Secured Lender, as a result of nonrepayment of the Secured Debt by December 31, 2018.
The interest rate on the Secured Debt is 14.8% with interest payable in arrears. The Secured Debt is due in full on the
date of maturity, subject to a cash sweep of 75% of free cash flow (“Free Cash Flow”) payable within 45 days following the
end of each fiscal quarter and 90 days from each fiscal year end. Free Cash Flow will be calculated based on the
Company’s quarterly unaudited and annually audited consolidated statements of cash flows, as net cash from operating
and investing activities, plus interest and lease payments from financing activities. Allowable investing activities must be
approved in advance by the Secured Lender.
In addition, the Company has agreed to not make any payments to settle past unsecured debt prior to the repayment of
the Secured Debt, without the Secured Lender’s approval. Based on current conditions, no payments are expected to be
made under the terms of the cash sweep during 2019.
Warrants issued to the Secured Lender
A total of 2,750,000 warrants were issued to the Secured Lender, with an exercise price of CAD$0.25 and an expiry date
of January 31, 2018. The Warrants expired unexercised on January 31, 2018.
Promissory Convertible Notes
During 2016, the Company announced that it had restructured a portion of its debt through private placements of common
shares and Promissory Convertible Notes, in settlement of current indebtedness to certain of its unsecured lenders and
trade creditors.
The Company has not made any interest payments due on its Promissory Convertible Notes, which has resulted in the
Company defaulting on these notes.
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Promissory Convertible Note Holders
The Promissory Convertible Notes have the original following terms:
 A maturity date of July 31, 2018;
 An interest rate of 7% per annum, payable annually or at any time in cash or in common shares valued at market,
at the option of the Company;
 Convertible at CAD$0.25 per share, at the option of the holder; and
 Holders of the Promissory Convertible Notes will also receive one common share purchase warrant for every four
common shares acquired upon conversion of the Promissory Convertible Notes, with an exercise price of
CAD$0.50 per share, exercisable for a five-year period from the date of conversion.
On July 31, 2018, the Company obtained approval from certain holders of Promissory Convertible Notes amounting to
CAD$357,000 and $1,396,000, to extend the maturity date to January 31, 2020, from July 31, 2018, upon the issuance of
an aggregate total of 532,899 common shares of the Company. These Promissory Convertible Notes increased by the
amount of unpaid interest of CAD$72,000 and USD$281,000. Concurrent with the extension of these Promissory
Convertible Notes, the conversion option above was also extended to January 31, 2020 with the same terms as noted
above. All other terms remain the same as the original terms. Those notes which were not extended to January 31, 2020
remain in default and are presented as current. The conversion rights on those notes are now expired.
Debt Owed to Directors and Management
Current directors and management agreed to defer payment, until July 2019, of all outstanding debt and director fees
accumulated up to December 31, 2017. As a result, the long-term debt of $293,000 owed to directors and management is
comprised of a portion of the restructured debt owed to current directors and management amounting to CAD$224,000,
and unpaid director fees incurred by current directors during 2016 and 2017 totalling CAD$175,000.
Outstanding Note
During 2016, all of the then holders of promissory convertible notes participated in the Debt Restructuring Agreement
except for the one holder of the Outstanding Note of $3,000,000. In March 2016, the Company announced that it had
received notice that the holder of the Outstanding Note had filed a statement of claim concerning non-payment of principal
and interest. The Company has reviewed the statement of claim with legal counsel to assess its impact on the Company
and has concluded that there is no significant impact on the status of the Company’s debt. Pursuant to the terms of the
Secured Debt, the Company is prevented from making payments under outstanding unsecured debt until the Secured
Debt is repaid. As a result, the Company has not paid interest accrued on the Outstanding Note. The Outstanding Note
matured in July 2016 and the Company has been unable to repay the amounts owing and interest payments due. This has
resulted in the Company defaulting on the Outstanding Note.
Cash flows in the year
Cash as at December 31, 2018 and 2017 was held with major Canadian banks. The Company has a policy of investing
its available cash in Canadian government instruments and certificates of deposit or other direct obligations of major
Canadian banks.
For the year ended December 31, 2018, the Company used cash of $480,000 through operating activities (2017 –
generated cash of $183,000). Sale of frac sand inventory improved cash by $280,000 (2017 - $679,000), while
decreased payments of trade payables and deferred salaries also improved cash by $385,000 (2017 - $289,000).
During the year ended December 31, 2018, net cash provided by investing activities was $336,000 (2017 – used
$108,000). In 2018, the Company generated $305,000 in net proceeds on the sale of marketable securities (2017 $46,000). In 2017, the Company used $77,000 towards refurbishment of the frac sand wash plant at 7P Plant.
During 2017, the Company issued a current promissory note of $55,000 to a company in the Frac Sand business. The
Company committed to provide up to $200,000 in funding under certain terms of a secured note. The note was interest
bearing at 15%, was secured and matured on June 22, 2018. During 2018, the Company advanced an additional
$145,000 and received repayment of the note in full. Proceeds received from repayment of this loan were used to repay
a portion of other current loans.
The Company received $62,000 from net financing activities during 2018 (2017 – used cash of $82,000 mainly related
to the payments of lease obligations). During 2018, the Company repaid $422,000 in interest and principal to the
Secured Lender and received advances of $489,000 from the Secured Lender for working capital purposes and in
relation to the secured note receivable discussed above.
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The Company’s activities during the year ended December 31, 2018 used cash of $82,000 (2017 - $7,000), with a
foreign exchange loss effect of $nil (2017 –$65,000).
Table of Contractual Commitments

Promissory Convertible Note
Other current loan
Promissory Convertible Notes
Promissory Convertible Notes
Senior Secured Debt (2)

(1)
(1)

Due Date

Currency

December 31, 2018

July 7, 2016
June 28, 2018
Jan 31, 2020
Jan 31, 2020
Jan 31, 2020

US Dollar
US Dollar
US Dollar
Canadian Dollar
US Dollar

$
$
$
$
$

3,000
132
1,762
541
7,050

December 31, 2017
$
$
$
$
$

3,000
65
1,481
933
7,050

(1) Promissory Convertible Notes part of the Debt Restructuring Agreements closing on March 7, March 31 and June 7, 2016.
(2) In 2017, the Senior Secured Debt was increased to $7,070,000 and during 2018, its maturity was extended to January 31, 2020.

Other potential sources of cash flow
The Company’s marketable securities held in public company shares and options outstanding that may be “in-themoney”, is a source of additional funds for the Company as at the date of this MD&A.
The Company’s title to its projects is in good-standing and management will continue to maintain the projects in goodstanding.
The Company has over 19,000 tons of sand in inventory at December 31, 2018. The Company has eliminated all
discretionary costs that should not have a negative impact on its ability to resume production. Staffing, salaries and
director fees have been previously reduced or accrued and deferred where possible.
REPORTING SEGMENT
The Company is engaged in the exploration, evaluation and development of properties for the mining and production
of nickel and associated products. The Company also produces frac sand for the oil and gas industry in Canada and
the northern US. The Company has three reporting segments: Corporate, Exploration and Development, and Frac
Sand. The Corporate segment supports all of the Company’s activities.
Senior management makes decisions with respect to Exploration and Development by considering exploration and
development potential and results on a project basis. The exploration and development projects are all located in
Canada.
The Frac Sand segment is managed and operated by Victory Silica’s executives and employees although the business
and operating assets are part of Victory Nickel. The segment is located in Canada although sand as raw material is
imported from the United States.
The following table provides additional information on the Company’s total segment assets:
2018

2017

$

1,637 $
16,230
3,796
(1,402)

2,020
43,714
4,858
(1,502)

$

20,261 $

49,090

As at December 31,
Canada
Corporate
Exploration and Development
Frac Sand
Intersegment elimination
Total Assets
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EXPLORATION AND DEVELOPMENT ACTIVITIES
Paul Jones is a “qualified person” as defined under NI-43-101 and has approved the preparation of the information
relating to the material mineral projects of the Company described herein.
MINE PROPERTY AND DEVELOPMENT ACTIVITIES
Minago Project
During the year ended December 31, 2018, $23,000 was incurred on the Minago project (2017 - $22,000).
The Company’s 100%-owned Minago project is a permitted project ready for development. It is located on the
unexposed southern part of the Thompson Nickel Belt in Manitoba, and is one of Canada’s largest undeveloped
sulphide nickel deposits. Minago has been shown to be capable of producing a nickel concentrate grading from 22.3%
up to 35.0%, making it reportedly the world’s highest grade nickel concentrate. In addition to metal by-products such
as copper, cobalt, gold, platinum, palladium, silver and rhodium, a layer of silica sand averaging approximately nine
metres thick overlies the nickel mineralization within the open pit. Approximately 84% of the sand is marketable as frac
sand. The frac sand forms part of the overburden that must be removed prior to mining the nickel ore. According to the
Minago FS, production of frac sand could begin 20 months after the start of mine development.
The analytical data and geological interpretations obtained from a work program in 2010 were incorporated into an
updated geological model and resource estimate. The updated resource incorporates a 24% increase (over the
previous resource estimate) in the NI 43-101 measured and indicated and pit-constrained sulphide nickel resource
used in the Minago FS. The Minago FS is available at www.sedar.com. Note that all resources are contained in the
Nose Deposit and the update below does not include the results of the 2011 drilling program.
March 2010 In-Pit Resource2

April 2011 Pit-Constrained
1
Resource
Category
Measured
Indicated
M&I
Inferred
1

Tonnes
Millions
8.2
22.8
31.0
0.2

Grade
%NiS3
0.473
0.432
0.443
0.380

Lerch-Grossman pit optimization shell

Ni Content
M Lb
85.0
217.2
302.2
1.4
2

Tonnes
Millions
6.6
19.1
25.7
1.4

Whittle pit optimization shell

Grade
%NiS3
0.488
0.410
0.430
0.402
3

Ni Content
M Lb
71.4
172.6
243.9
12.2

Increase (Decrease) in
Contained Metal
Ni Content
M Lb
13.7
44.6
58.3
(10.8)

Change
%
19.2
25.9
23.9
(88.4)

Nickel in sulphide form

On August 23, 2011, the Manitoba Government issued Victory Nickel’s final EAL for the Minago project. The licence
was to expire on August 22, 2014 unless the Company completes a certain amount of work to move the project
forward. During 2014, the Company complied with the conditions of the EAL and, in December 2014, filed an
Environmental Act Proposal (“EAP”) to amend the EAL to relocate the proposed tailings and waste rock management
facility. The construction of drainage ditches installed to lower down the water table within the pit shell limits, the
installation of Flow Gauging and Telemetry systems and the implementation of a comprehensive environmental
monitoring program are considered part of the site development necessary to maintain the EAL. Consultations with
First Nations by the government of Manitoba continue. The existing EAL continues to be valid and although the
amendment would be preferable, it is not necessary for the Minago project to be developed. On completion of
consultations, the government is expected to issue the amendment to the existing EAL.
Minago Frac Sand
An indicated resource of 15 million tonnes of sandstone has been estimated to occur within the current Minago pit
shell. The frac sand component of this resource is approximately 11 million tonnes and is a significant contributor to
the positive economics at Minago. As part of the FS, Outotec produced a feasibility-level design for a frac sand plant
complete with capital and operating costs to produce 1,140,000 tonnes of frac sand annually for a ten-year period.
Considerable potential exists to expand the resource beyond the limits of the current pit.
As at December 31, 2018, the Company recorded an impairment of $22,219,000 on its Minago property (refer to
IMPAIRMENT ANALYSIS UPDATE section below). No impairment was recorded during 2017.
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EXPLORATION AND EVALUATION ACTIVITIES
For the year ended December 31, 2018, the Company recorded an impairment of $1,442,000 and $3,846,000 on its
Lac Rocher and Mel properties, respectively (2017 - $nil and $nil) and incurred $nil exploration expenditures on its
E&E projects (2017 – $nil). Expenditures have been reduced due to the tight equity markets and management’s focus
on Victory Silica and the frac sand business.
Frac Sand
Bear Coulee Property
In October 2014, the Company entered into an option to acquire a 100% interest in a frac sand land package totaling
over 300 acres in Trempeleau County Wisconsin, USA (the “Bear Coulee Property”). The option agreement provides
for a cash payment of $10,000 on signing of the agreement (paid in 2014), a second cash payment on delivery of
permits (which has not yet been completed) and a third cash payment on exercise of the option. The option is valid for
six months following receipt of permits with two equivalent extensions available under certain circumstances. Prior to
production, the Company will be required to pay $40,000 per annum as advance royalties on the initial 20,000 tons of
sand production. Once the Bear Coulee Property is in production, the Company will be required to pay a royalty of
$2.00 per ton of frac sand sold from the property.
In February 2015, the Company announced the completion of a National Instrument 43-101 technical report describing
a resource estimate of approximately 11 million tons of frac sand on the Bear Coulee Property.
Nickel
Lac Rocher
Lac Rocher, with year-round access, is located in northwestern Québec and has measured (0.29 million tonnes
grading 1.23% Ni) and indicated (0.51 million tonnes grading 1.05% Ni) resources of 0.80 million tonnes grading
1.12% nickel, at a 0.5% nickel cutoff, for approximately 20 million pounds of in-situ nickel located between surface and
125 vertical metres. Additional inferred resources total 0.44 million tonnes grading 0.65% Ni. Mineralization remains
open to the southwest. The breakeven price of nickel per pound in the Lac Rocher PEA was US$9.74 with copper at
US$3.65 with an exchange of CAD$0.95 / US$1.00.
The Lac Rocher property is subject to a discovery incentive plan (the “DIP”) to reward certain individuals involved in
the discovery of Lac Rocher with a 2% net smelter royalty (”NSR”) for mines that were discovered on certain properties
prior to the expiry of the DIP. The NSR is payable only on revenues earned after recovery of all development costs for
any mine on the property. The terms of the DIP provide the Company with a right of first refusal on any proposed
disposition of the NSR. In addition, the DIP contains put/call provisions under which the Company may be required to
purchase, or may exercise an option to purchase, the NSR at the value of its discounted cash flows, as defined
therein. The Lac Rocher property is the only property subject to the DIP. As the Lac Rocher property is not yet in
production, no royalties are currently payable. No work has been conducted on site since December 2009.
As at December 31, 2018, the Company recorded an impairment of $1,442,000 on its Lac Rocher property (refer to
IMPAIRMENT ANALYSIS UPDATE section below). No impairment was recorded during 2017.
Mel Project
The 100% owned Mel project is located on the Thompson Nickel Belt, just north of Thompson, Manitoba and remains
underexplored.
Mel has an indicated resource of 4.3 million tonnes grading 0.88% nickel (approximately 83 million pounds in-situ
nickel) and an additional inferred resource of one million tonnes grading 0.84% nickel (approximately 19 million pounds
in-situ nickel) and offers significant exploration upside as well as near-term production potential.
The re-evaluation of the Mel dataset has been completed for both the drill hole data on the Mel deposit and the
considerable drilling (111 drill holes) conducted on the claims portion of the property. The study has included
reinterpretation of the geological context in order to evaluate new or under-tested target areas for future work that can
be incorporated into further, more refined, modelling of the Mel resource. No fieldwork has been conducted since
2011. An application to renew Mel mining lease ML-007 was successful and the lease has been renewed for a 21-year
term.
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Under the terms of the Mel option agreement with Vale, Vale must mill ore from the Mel project at cash costs plus 5%
subject to capacity availability and metallurgy – this is unaffected by Vale’s decision not to exercise its back-in right.
Furthermore, in accordance with the terms of the agreement with Vale, they now are entitled to a 10% royalty on
“distributable earnings” as defined in the agreement. Distributable earnings is defined as net revenue less operating
expenses, before federal and provincial income taxes, after provincial mining taxes and less aggregate pre-production
capital but before depreciation.
As at December 31, 2018, the Company recorded an impairment of $3,846,000 on its Mel property (refer to
IMPAIRMENT ANALYSIS UPDATE section below). No impairment was recorded during 2017.
Lynn Lake
The Lynn Lake property is located in the historic mining town of Lynn Lake in northern Manitoba, about 320km by road
northwest of the Thompson mining camp. The property is the former Sherritt Gordon Mines Limited (“Sherritt”) mine
site known as the Lynn Lake A Mine and Farley Mine, comprised of 13 mining claims, 14 mining claim leases and 2
mineral leases covering an area of 2,170.26 hectares. The property was operated by Sherritt from 1953 to 1976 with
reported production of 22.2 million tons at an average grade of 1.023% nickel and 0.535% copper.
On November 4, 2014, the Company announced that it had optioned the Lynn Lake project to Corazon, an Australian
listed public company with assets in the Lynn Lake area. Under the terms of the agreement, Corazon can acquire a
100% interest in Lynn Lake by issuing 40,000,000 Corazon shares to the Company upon closing and incurring
AU$3,500,000 in exploration expenditures or in payments (in cash or Corazon shares at Corazon's option) to Victory
Nickel before November 2019. In addition, Victory Nickel will retain a 1.5% net smelter royalty on production from the
Lynn Lake nickel project, and receive a payment of AU$1,000,000 (in cash or Corazon shares at Corazon's option)
within 30 days of the commencement of ore processing activities at the Lynn Lake nickel project. On April 6, 2015
Corazon issued 40,000,000 Corazon shares to Victory Nickel as part of the terms of the option agreement between the
two companies. In October 2016, the shares were sold for net proceeds of AU$515,000.
FRAC SAND SEGMENT
As explained above, the Frac Sand segment is managed and operated by Victory Silica, although the business and
operating assets are part of Victory Nickel. The segment is located in Canada although sand as raw material is
currently imported from the United States. The plan is to eventually produce both domestic and imported sand.
The Company completed phase one of its three phase business plan. Phase one provided for the refurbishment and
upgrading of the 7P Plant to a capacity of 500,000 tpa of high-quality frac sand. Phase one was completed in 2014.
The Board of Directors approved proceeding with phase two, provided non-dilutive financing could be arranged.
However, in 2015, the Company announced that phase two had been deferred due to the uncertainty caused by the
drop in the price of oil. However, phase two remains a desirable next step which would not only make the Company
more competitive, but also provide significant flexibility to target certain markets which often require different grades of
sand.
Phase two is to build a wash plant on a Wisconsin sand resource. Frac sand production is a two-stage process: the
wet stage (washing) and the dry stage. The Company has historically contracted out the wet stage in Wisconsin prior
to shipping the wet sand to its plant in Alberta. The wet stage removes impurities, enabling transport of only the
desired sand size fractions. The dry stage, where the sand is dried and separated into several products of different
sizes, is completed at the Company’s 7P Plant.
Phase three of the business plan is to build a second dry processing facility in or around Winnipeg, Manitoba capable
of producing 1,000,000 tpa. A site serviced by multiple rail carriers would give the Company more flexibility in
accessing only the highest quality sand from the Wisconsin/Minnesota region. The ultimate plan is to provide
customers with a variety of qualities, which would include domestic sand from the Company’s Minago project in
Manitoba (see above). The Minago project is a nickel project overlain by overburden, which includes sand meeting the
tier two frac sand specs. The Winnipeg formation sand located at Minago is the highest-quality domestic sand and
would be a welcome addition to the Company’s mix of products as not all of the Company’s customers’ applications
require Wisconsin sand.
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As a result of commodity market uncertainty, the 7P Plant operates on an as-needed basis only. Due to continued
uncertainty in the oil price E&P companies have reduced capital expenditure programs, placing pressure on Victory
Nickel's oilfield service company customers to reduce E&P company drilling costs. These companies, in turn, look to
their suppliers, including frac sand producers, to help lower their costs. Accordingly, frac sand prices in Canada have
decreased to levels that do not appear to be sustainable over the long term.
During 2017, the Company sold most of the coarser fractions of its finished goods inventory requiring the start-up of
the 7P Plant to replenish finished goods, in anticipation of a continued improvement in sales.
IMPAIRMENT ANALYSIS UPDATE
The Company performed a detailed impairment analysis on each of its E&E projects and the MP&D project as at
December 31, 2018. The Company does not believe that there have been any material changes to date which would
adversely affect this analysis. Furthermore, there has been no change in management’s plans for the projects which
would cause a reassessment.
The challenge facing all junior resource companies remains to find financing for development of projects. This
difficulty is not a reflection of the quality of the Company’s projects, but is indicative of a continued general malaise
affecting the junior resources sector in general. The Company performed a detailed impairment analysis at the project
level.
An initial indicator of impairment considers the market capitalization of a company compared with its net book value.
At and around the end of December 2018, the Company’s market capitalization was below its net book value. Many
resource companies continue to experience similar circumstances in present markets despite having good projects.
An analysis was performed on each of the Company’s E&E projects and the MP&D project.
The Company considered a number of factors including its current financial position, the amount of capital required to
develop the project, delays to development due to financing requirements and the probability of obtaining such financing.
The Company’s current financial position will make obtaining financing extremely difficult. The low market capitalization
may also hinder the Company if it were to attempt to sell any of its projects. Additionally, the Company considered
current and forecast nickel prices, frac sand pricing and prices of other by-products, in addition to the current market
conditions for nickel projects. The Company’s determination of the recoverable amount is sensitive to a number of these
inputs and could vary by a material amount. The Company maximized the use of observable market data where
possible, including consideration of its market capitalization.
All of the Company’s projects were tested for impairment as at December 31, 2018. As a result of the tests,
management concluded that a writedown of the Company’s Lac Rocher, Mel and Minago projects as at December 31,
2018 was necessary. The Company will continue to monitor developments as they occur in the metals markets and
the economy and will update its impairment analysis to take account of any such changes, as appropriate.
TRANSACTIONS WITH RELATED PARTIES
Related Party Balances and Transactions for Services
Short-term employee benefits provided by the Company to key management personnel include salaries, directors’
fees, statutory contributions, paid annual vacation and paid sick leave as well as non-monetary benefits such as
medical care. In addition to short-term employee benefits, the Company may also issue options and common shares
as part of the stock option plan and share bonus plan. Payables to key management personnel generally relate to
directors’ fees, consulting fees and expense reimbursements.
Balances and transactions with related parties as at December 31, 2018 and 2017 are shown in the following tables:
(in thousands of United States dollars)

As at December 31,
Balances Outstanding
Debt due to key management personnel
Other payables due to key management personnel

2018
$
$

293 $
522
815 $

2017
318
173
491
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Key management personnel compensation is comprised of:
(in thousands of United States dollars)

Years ended December 31,
Short-term employee benefits

$
$

2018

2017

539 $
539 $

362
362

OUTSTANDING SHARE DATA
As at April 24, 2018, the Company had 97,903,867 common shares issued and outstanding. In addition, there were
12,258,000 stock options outstanding with a weighted average exercise price of CAD$0.07.
CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
Critical accounting estimates and judgements used in the preparation of the consolidated financial statements include
determining the carrying value of investments, MP&D and E&E projects, assessing the impairment and classification of
long-lived assets, determining the recoverability of deferred income tax assets, the valuation of the convertibility
feature of the New Promissory Convertible Notes, the valuation of share-based payments and the disclosure of
contingencies and going concern matters. These estimates involve considerable judgement and are, or could be,
affected by significant factors that are out of the Company’s control.
For a complete list of the significant accounting policies as well as information concerning the use of estimates,
judgments and measurement uncertainty, reference should be made to Note 3 to the Company’s 2018 Consolidated
Financial Statements. The Company’s 2018 Consolidated Financial Statements have been prepared using the going
concern assumption; reference should be made to Note 1 to the Company’s 2018 Consolidated Financial Statements.
The recorded value of the Company’s E&E projects and the MP&D project is based on historic costs, net of any
impairment, that are expected to be recovered in the future. The Company’s recoverability evaluation is based on
market conditions for minerals, underlying mineral resources associated with the properties and future costs that may
be required for ultimate realization through mining operations or by sale. The Company is in an industry that is
exposed to a number of risks and there is always the potential for a material adjustment to the value assigned to these
assets. Such risks also extend to the evaluation of fair values of net assets upon acquisition.
The value of the Participating Interest is a significant estimate which uses a model of estimated cash flows and applies
probability-weighted estimates to the model. Assumptions are made about the phase at which the frac sand business
will be when payments are being made as well as production costs and volumes and sales prices and volumes.
The fair value of the stock options and warrants, as well as the embedded derivatives in the New Promissory
Convertible Notes, is calculated using the Black-Scholes option-pricing model that takes into account the exercise
price, expected life, expected volatility of the underlying common shares, expected dividend yield and the risk-free
interest rate for the term of the option, warrant or embedded derivative.
The Company has determined that it is probable that Victory Nickel will generate returns sufficient to utilize its taxable
losses prior to their expiry. This is a significant judgement that, dependent upon future events, may turn out to be
incorrect. Presently, since Victory Silica is not generating profit, a full valuation allowance has been recorded against
losses incurred in that subsidiary. The Company will monitor any changes in circumstances which could require a
reversal of the valuation allowance.
NEW ACCOUNTING PRONOUNCEMENTS
Accounting Standards Issued But Not Yet Applied
The Company has not yet adopted the following new accounting pronouncements which are effective for fiscal periods of
the Company beginning on or after January 1, 2019:
IFRS 16, Leases
In 2016, the IASB issued its new leasing standard. IFRS 16 eliminates the classification of leases as either operating
leases or finance leases as previously required by IAS 17. Instead, it introduces a single lease accounting model that
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requires a lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the
underlying asset is of low value, and to depreciate the lease assets separately from interest on the lease liabilities on
the income statement.
The Company has evaluated the impact of adopting this standard and does not believe it will have a material effect on its
financial statements.
CORPORATE GOVERNANCE
The Company's Board of Directors is responsible for ensuring that management fulfils its responsibilities for financial
reporting and internal control and exercises this responsibility principally through the Audit Committee. The Audit
Committee, which is comprised of directors, none of whom are employees or officers of the Company, meets with
management to review the 2018 Consolidated Financial Statements to satisfy itself that management is properly
discharging its responsibilities to the directors who approve the financial statements. The Board of Directors has also
appointed a Compensation committee, a Corporate Governance and Nominating committee composed of nonexecutive directors, and a Health, Safety & Environment committee.
Disclosure Controls and Procedures
The Company’s Interim Chief Executive Officer and Chief Financial Officer (the “Certifying Officer”), is responsible for
designing a system of disclosure controls and procedures, or causing them to be designed under their supervision, to
provide reasonable assurance that information required to be disclosed in reports filed with or submitted to, securities
regulatory authorities is recorded, processed, summarized and reported within the time periods specified under
Canadian securities laws and that material information relating to the Company is made known to them with respect to
financial and operational conditions to allow timely decisions regarding required disclosure. Such controls are
facilitated by the small size of the Company’s senior management team and their access to material information.
Internal Control over Financial Reporting
The Company’s Certifying Officer is responsible for designing a system of internal controls over financial reporting, or
causing them to be designed under their supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of consolidated financial statements for external purposes in accordance with
Canadian GAAP. Management of the Company was required to apply its judgement in evaluating the cost-benefit
relationship of possible controls and procedures. The result of the inherent limitations in all control systems means no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, have been
detected.
RISKS AND UNCERTAINTIES
The exploration and development of natural resources are speculative activities that involve a high degree of financial
risk. Additionally, there are specific risks related to the Company’s presence in the frac sand market. The risk factors
which should be taken into account in assessing Victory Nickel’s activities and an investment in its securities include,
but are not necessarily limited to, those set out in detail below.
The relative significance of each risk described below will vary as a function of several factors including, but not limited
to, the state of the economy, the stage of Victory Nickel’s projects, the availability of financing on acceptable terms and
other matters.
Any one or more of these risks could have a material adverse effect on the value of any investment in Victory Nickel
and the business, financial condition, operating results or prospects of Victory Nickel and should be taken into account
in assessing Victory Nickel’s activities.
Financial and Investment Risks
Going Concern
Readers are encouraged to read and consider the going concern note specifically described at the beginning of the
MD&A and contained in the 2018 Consolidated Financial Statements.
Substantial Debt and Loss from Operations
As reflected in the accompanying consolidated financial statements and notes, the Company’s outstanding debt
balance, both secured and unsecured, raises substantial doubt about our ability to continue as a going concern and to
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generate sufficient liquidity to meet our operating needs. While the Company is attempting to generate sufficient
revenue and reduce costs, the cash position may not be sufficient to support ongoing daily operations and the
Company cannot ensure that the business will generate sufficient cash flows from operations or future borrowings. As
noted above, readers are encouraged to read and consider the going concern note specifically described at the
beginning of the MD&A and contained in the 2018 Consolidated Financial Statements.
Substantial Capital Requirements
Victory Nickel will have to make substantial capital expenditures for the development of, and to achieve production
from, its nickel projects. Production will only be reached a number of years following the start of development. Until
that time, the Company is reliant on cash flows generated by its frac sand business, on the equity markets and asset
sales to generate cash for ongoing operations and programs. There can be no assurance that any debt or equity
financing or cash generated by operations or asset sales will be available or sufficient to meet these requirements or
for other corporate purposes or, if debt or equity financing is available, that it will be on terms acceptable to Victory
Nickel. Moreover, future activities may require Victory Nickel to alter its capitalization significantly. The inability of
Victory Nickel to access sufficient capital for its operations could have a material adverse effect on its financial
condition, results of operations or prospects. Flow-through financing cannot be used to fund the Company’s corporate
costs.
The 7P Plant has been substantially completed, however additional capital will be required. Future phases of the
business plan as outlined earlier in this MD&A will require additional capital; these phases are independent of the 7P
Plant. This capital requirement may be in excess of the net funds generated by the business. The frac sand operations
have ongoing requirements for working capital financing. There is a risk that sufficient working capital financing may
not be available at suitable prices.
The Company recognizes the requirement to repay outstanding principal and interest on existing debt and is actively
working on restructuring its obligations. To date, the Company has entered into the Debt Restructuring Agreement
under which its secured and certain of its unsecured creditors have participated. There can be no assurance that the
Company will be able to restructure its debt with any or all of the remaining unsecured creditors per the terms of the
Debt Restructuring Agreement and/or recapitalize and there is no certainty as to what steps the unsecured lenders
may take as a result.
Market Perception
Market perception of junior exploration, development and mining companies and frac sand companies may continue to
shift such that companies in these sectors continue to be viewed unfavourably by investors. This could impact the
value of investors’ holdings and Victory Nickel’s ability to raise further funds by issue of additional securities or debt.
Metal and Frac Sand Prices
There is no assurance that, even if commercial quantities of mineral resources are developed, a profitable market will
exist for the sale of such product. Nickel and by-product prices fluctuate on a daily basis and are affected by numerous
factors beyond Victory Nickel’s control – including factors which are influenced by worldwide circumstances. The level
of interest rates, the rate of inflation, world supply and demand for commodities and stability of exchange rates can all
cause significant fluctuations in commodity prices. Such external economic factors are in turn influenced by changes
in international investment patterns and monetary systems and political developments. The prices of nickel and byproducts have historically fluctuated widely and future price declines could cause commercial production to be
uneconomical and such fluctuations could have a material adverse effect on Victory Nickel’s business, financial
condition and prospects. As Victory Nickel has historically been in the exploration and development stage, the above
factors have had no material impact on present operations but must be considered in evaluating the impairment of
long-lived assets. These factors are of significant importance for the Minago FS and decisions related thereto as well
as being important to the developing frac sand business.
The business case developed to support the Company’s entry into the frac sand business made significant
assumptions on pricing of frac sand as well as for important cost elements of production and transportation. The price
of frac sand is subject to market forces beyond the Company’s control. Over the past 30 months or more, the impact of
such market forces has negatively impacted demand and pricing for frac sand and there can be no assurance that
these impacts will not continue in the future.
Areas of Investment Risk
The Company’s common shares are listed on the CSE. The share prices of publicly-traded companies can be volatile
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as the price of common shares is dependent upon a number of factors, some of which are general or market or sector
specific and others that are specific to Victory Nickel. The market for shares in small public companies is less liquid
than for large public companies. Investors should be aware that the value of the Company’s common shares may be
volatile and may go down as well as up and investors may therefore not recover their original investment.
The market price of the Company’s common shares may not reflect the underlying value of the Company’s net assets.
The price at which investors may dispose of their securities may be influenced by a number of factors, some of which
may pertain to the Company and others of which are extraneous. On any disposal of their common shares, investors
may realize less than the original amount invested.
Industry Risks
Speculative Nature of Mineral Exploration
Mineral exploration is highly speculative in nature, involves many risks and frequently is non-productive. There is no
assurance that Victory Nickel’s exploration efforts will be successful. Few properties that are explored are ultimately
developed into economically-viable operating mines. Success in establishing reserves is a result of a number of
factors, including the quality of Victory Nickel’s management, level of geological and technical expertise and the quality
of land available for exploration and other factors. Once mineralization is discovered, it may take several years in the
initial phases of drilling until production is possible, during which time the economic feasibility of production may
change. Substantial expenditures are required to establish proven and probable reserves through drilling to determine
the optimal extraction method for the ore and the metallurgical process to extract the metals from the ore and, in the
case of new properties, to construct mining and processing facilities. It is possible that even preliminary due diligence
will show adverse results, leading to the abandonment of projects. It is impossible to ensure that preliminary feasibility
studies or full feasibility studies, such as to the Minago FS, on Victory Nickel’s projects or the current or proposed
exploration programs on any of the properties in which Victory Nickel has exploration rights will result in a profitable
commercial mining operation. As a result of these uncertainties, no assurance can be given that Victory Nickel’s
exploration programs will result in the establishment or expansion of resources or reserves.
Evaluation and Development Projects
In general, evaluation and development projects have no operating history upon which to base estimates of future
cash operating costs. For evaluation and development projects such as the mineral resource properties owned by
Victory Nickel, estimates of proven and probable reserves are, to a large extent, based upon the interpretation of
geological data obtained from drill holes and other sampling techniques and feasibility studies. This information is
used to calculate estimates of the capital cost, cash operating costs based upon anticipated tonnage and grades of ore
to be mined and processed, the configuration of the ore body, expected recovery rates, comparable facility and
equipment operating costs, anticipated climatic conditions and other factors. In addition, there remains to be
undertaken certain feasibility and/or development preparation work on the projects that could adversely impact
estimates of capital and operating costs required for the development of the projects. Costs necessary to develop the
projects could be significant and have a direct impact on the economic evaluation of the projects. As a result, it is
possible that the actual capital cost, cash operating costs and economic returns of the projects may differ from those
currently estimated. The costs estimated under the Minago FS for Minago differed from the Preliminary Economic
Assessment and may differ again upon actual development.
Frac Sand Industry
The industry is closely linked to the oil and gas industry and is therefore affected by economic factors impacting that
industry, including the effect of future cycles based on historic experience. Demand for frac sand is influenced by many
factors, including: global and regional economic and political events and conditions, fluctuations in pricing and
availability of oil and gas and other energy sources, demand for oil and gas products, demand for cars and other
vehicles, technological innovation impacting alternative energy sources, changes in the regulatory framework for
mining and processing frac sand and the hydraulic fracturing industry. The oil and gas industry can be prone to
sudden, unexpected production slowdowns which may impact exploration, development, production and well
completion activities. These factors, such continuing low price of oil, cannot readily be predicted or controlled.
Negative developments could cause the demand for frac sand products to decline which could have and have had
adverse effects on business, financial condition, results of operations, cash flows and prospects.
With respect to the frac sand industry itself, risks include: changes in transportation availability and pricing, inclement
or hazardous weather conditions from flooding or climate change, environmental hazards, industrial accidents,
changes in the regulatory framework impacting mining, processing and the fracking industries in both Canada and the
US, inability to procure sand in the required quantities or qualities, inability to obtain replacement parts or equipment
on a timely basis, reduction in the availability of water for processing, inability to hire, train and retain qualified staff at
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acceptable rates; and other technical difficulties or failures.
The fracking industry has been hailed as significantly contributing to North America’s energy self-sufficiency. A
combination of techniques is used, any changes impacting the use of frac sand as a proppant through regulation or
technological innovation may negatively impact the frac sand industry. In addition, heightened political, regulatory and
public scrutiny of hydraulic fracturing practices could potentially expose the Company or its customers to increased
legal and regulatory proceedings, and any such proceedings could be time-consuming, costly or result in substantial
legal liability or significant reputational harm.
Competition
The mineral exploration business is highly competitive in all of its phases. Victory Nickel competes with numerous
other companies and individuals, including competitors with greater financial, technical and other resources than
Victory Nickel, in the search for and acquisition of exploration and development rights on attractive mineral properties.
Victory Nickel’s ability to acquire exploration and development rights in the future will depend not only on its ability to
develop the properties on which it currently has exploration and development rights, but also on its ability to select and
acquire exploration and development rights on other suitable properties. There is no assurance that Victory Nickel will
compete successfully in acquiring exploration and development rights on such other properties or in securing
customers, sand supplies or other resources such as transportation.
Victory Nickel also faces competition in the frac sand market with respect to its frac sand business and there is no
assurance that Victory Nickel will compete successfully in processing and selling frac sand in such market. Frac sand
is a proppant used in the completion and re-completion of oil and natural gas wells to stimulate and maintain oil and
natural gas production through the process of hydraulic fracturing. Frac sand is the most commonly used proppant and
is less expensive than other proppants, such as resin-coated sand and manufactured ceramics. A significant shift in
demand from frac sand to other proppants; from the Company’s Northern White frac sand sourced in the United States
which is generally of higher quality than, and sells at higher prices than, Canadian domestically-sourced frac sand; or
the development of new processes to replace hydraulic fracturing altogether, could cause a decline in the demand for
the frac sand the Company processes and result in a material adverse effect on the Company’s financial condition and
results of operations. If significant new reserves of raw frac sand are discovered and developed, and those frac sands
have similar characteristics to the raw frac sand processed by the Company, the Company’s ability to maintain or
acquire contracts may be negatively impacted which could have a material adverse effect on the Company’s results of
operations and cash flows over the long term. Additionally, quality sand supply is a limited resource and the presentlyidentified sources are a significant distance away from the 7P Plant which provides logistical challenges in securing
timely railcar and other transportation at acceptable prices.
Operational Risks
Limited History of Operations
Victory Nickel has no history of earnings and limited financial resources. Victory Nickel currently has no operating
mines and its ultimate success may depend on the ability of active mining operations to generate cash flow in the
future, as well as its ability to access capital markets for its development requirements. There is no assurance that
Victory Nickel will earn profits in the future. Significant capital investment will be required to achieve commercial
production at Victory Nickel’s existing nickel projects. There is no assurance that Victory Nickel will be able to raise the
required funds to continue these activities.
Frac sand processing represents a relatively new initiative for Victory Nickel. While the Company attempted to mitigate
the risks of entering the frac sand market through the hiring of experienced personnel, initial business projections have
not yet been achieved primarily due to circumstances outside of the Company’s control, as discussed above. While the
7P Plant continues to operate on an as-needed basis, there can be no assurance when or if full-time operations will
resume.
Frac Sand Processing Operations
The 7P Plant is the Company’s only frac sand processing facility. Any adverse development at the 7P Plant or in the
end markets the 7P Plant serves, including adverse developments due to catastrophic events or weather, decreased
demand for commercial silica products, a decrease in the availability of transportation services or adverse
developments affecting the Company’s customers, as has occurred, could, and have, had a material adverse effect on
the Company’s financial condition and results of operations. The availability of suitably-qualified staff at acceptable
prices also represents a risk.
The procurement, production and delivery of frac sand can be logistically complex – transportation costs represent a
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significant portion of frac sand costs. Unavailability of appropriate transportation and rail cars or lines on a timely basis
may impact turnaround and cause delays in deliveries. Changes in respective transportation costs or decreases in
dependability may, and have, impaired the Company’s ability to receive and/or deliver product with adverse effects on
costs, revenues and reputation. Further, changes to logistics to reflect changed demand may not be able to occur on a
timely basis, resulting in adverse effects on the cost profile.
Processing frac sand includes substantial costs for energy – electricity and gas – as well as water. Problems in
securing sufficient energy supply at appropriate prices would have impact on operating costs and the ability to recover
those increased costs may be impaired.
The specifications for frac sand are detailed; maintaining a robust quality control process is key to producing a highquality product. Failure to do so could cause lost revenues and lost reputation.
Development Targets, Permitting and Operational Delays
There can be no assurance that Victory Nickel will be able to complete the planned development of its projects on time
or on budget due to, among other things, delays in receiving required consents, permits and registrations, the delivery
and installation of plant and equipment and cost overruns, or that the current personnel, systems, procedures and
controls will be adequate to support Victory Nickel’s operations. Any failure to meet development targets or other
operational delays or inadequacies could have a material adverse effect. In particular, while the Company is confident
it has complied with the conditions of the EAL and has filed, with the government of Manitoba, an EAP to amend its
EAL providing for the relocation of the Minago project tailings impoundment to an area much more suitable than
previously proposed in the Minago FS, there is no guarantee that the EAP will be approved or that an amendment to
the EAL will be granted.
The Company’s frac sand business has since its inception been reliant upon third parties to supply northern white
feedstock for its 7P Plant. Any difficulties on the part of these suppliers with respect to securing, maintaining or
extending permits for its properties and operations, including appropriate water rights, may have adverse effects on the
supply of sand.
Resources and Reserves
The figures for mineral resources and mineral reserves are estimates and no assurance can be given that the
anticipated level of recovery and/or grades of mineral reserves or mineral resources will be realized. Moreover, shortterm operating factors relating to ore reserves and resources, such as the need for orderly development of an ore body
or the processing of new or different ore grades, may cause a mining operation to be unprofitable in any particular
accounting period.
The Company’s frac sand business in its present phase is reliant upon a handful of suppliers for its product. The
Company has no resources or reserves of its own that can presently be exploited; although it has announced
resources on the Bear Coulee option in Wisconsin. Permitting this property for production is expected to take several
years. The frac sand resource at Minago is not contemplated to be developed until either phase three of the frac sand
initiative or as part of the Minago FS which requires significant financing to be developed.
Title Risks
Victory Nickel’s ability to hold various mineral rights require licences, permits and authorizations and, in some cases,
renewals of existing licences, permits and authorizations from various governmental and quasi-governmental
authorities. Management believes that Victory Nickel currently holds or has applied for all necessary licences, permits
and authorizations to carry on the activities which Victory Nickel is currently conducting and to hold the mineral rights
Victory Nickel currently holds under applicable laws and regulations in effect at the present time. Management also
believes that Victory Nickel is complying in all material respects with the terms of such licences, permits and
authorizations. However, Victory Nickel’s ability to obtain, sustain or renew such licences, permits and authorizations
on acceptable terms is subject to changes in regulations and policies and to the discretion of the applicable
governmental and quasi-governmental bodies.
Insurance Risk
Victory Nickel faces all of the hazards and risks normally incidental to the exploration and development of base metals,
any of which could result in damage to life or property, environmental damage and possible legal liability for any or all
such damage caused. Victory Nickel’s activities may be subject to prolonged disruptions due to weather conditions
depending on the location of operations in which Victory Nickel has interests; not all such risks are insurable.
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Similarly, the frac sand processing plant faces many hazards and risks arising from the transportation and processing
of frac sand materials, any of which could result in the matters described above. Again, not all such risks are insurable.
Regulatory Risks
Government Regulation
Existing and possible future environmental and social impact legislation, regulations and actions, including the
regulation of air and water quality, mining reclamation, solid and hazardous waste handling and disposal, the
promotion of occupational health and safety, the protection of wildlife and ecological systems and the protection of the
societies and communities of indigenous peoples, could cause significant expense, capital expenditures, restrictions
and delays in activities, the extent of which cannot be predicted and which may well be beyond Victory Nickel’s
capacity to fund. Environmental laws are becoming more stringent and actively enforced. Environmental and social
impact studies may be required for some operations and significant fines and clean-up responsibilities may be
assessed for companies causing damage to the environment in the course of their activities.
Economic, Political, Judicial, Administrative, Taxation or Other Regulatory Factors
Victory Nickel may be adversely affected by changes in economic, political, judicial, administrative, taxation or other
regulatory factors in the areas in which Victory Nickel does or will operate and holds its interests, as well as
unforeseen matters. In particular, the fracking industry is often at the forefront of public attention whether or not
deserved. Nonetheless, this provokes attention and scrutiny.
Other Risks
Environmental and Health Risks
The Company has no significant exposure to environmental or health risks from its exploration and development
activities, although this will change as the Company’s projects approach production (a normal characteristic of mineral
industry projects). Lynn Lake, acquired pursuant to a takeover bid and recently subject to option with Corazon, is a
former operating mine; however indemnifications exist from the Manitoba Government with respect to any pre-existing
environmental concerns at that property.
The frac sand operation involves processing silica sand. In addition to environmental regulation, the Company is
subject to laws and regulations relating to human exposure to crystalline silica under the Occupational Health and
Safety Act. Workplace exposure to crystalline silica is monitored; the occupational exposure limits in Alberta for
respirable crystalline silica are among the lowest in Canada and the US.
Key Personnel
Victory Nickel relies on a limited number of key consultants and senior management and there is no assurance that
Victory Nickel will be able to retain such key consultants or other senior management. The loss of one or more such
key consultants or members of senior management, if not replaced, could have a material adverse effect on Victory
Nickel’s business, financial condition and prospects. Directors and management have accepted deferrals of
remuneration in order to assist the Company through the economic turmoil; however, this potentially adds to the risk of
losing experienced personnel.
Conflicts of Interest
Certain of the Company’s directors and officers are also directors and officers of other natural resource companies.
Consequently, there exists the possibility for such directors and officers to be in a position of conflict. Any decision
made by any of such directors and officers relating to Victory Nickel will be made in accordance with their duties and
obligations to deal fairly and in good faith with Victory Nickel and such other companies.
Investments and Other Agreements with Resource Companies
In addition, Victory Nickel makes, from time to time, investments in the common shares of publicly-traded companies in
the junior natural resources sector or may enter into option or other agreements therewith. These companies are
subject to similar risks and uncertainties as is Victory Nickel, and Victory Nickel’s investments in and agreements with
these companies are subject to similar areas of risk as noted above. Victory Nickel seeks to manage its exposure by
ensuring that appropriate recourse is included in such agreements upon the counterparty’s or assignee’s failure to
meet contractual obligations.
Summary
The future success of the Company is subject to a number of risk factors that are common to the junior natural
resources sector and frac sand producers. These include the extent to which it can outline natural resources on its
properties and establish the economic viability of developing those properties and the political, economic and
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legislative stability of the territories in which the Company’s interests are located. Another significant factor is the ability
of the Company to obtain necessary financing or to find strategic partners to fund expenditure commitments as they
fall due, as the Company currently has limited funds. Furthermore, the development of any nickel resource interest
may take years to complete and the resulting income, if any, from the sale of any nickel or by- or co-products produced
by the Company is largely dependent upon factors that are beyond its control, such as costs of development, operating
costs and the market value of the end product.
The Company has attempted to mitigate some of the risks associated with securing financing for the maintenance and
advancement of its nickel properties through its entry into the frac sand processing business, however the frac sand
business also has its own set of risks as indicated earlier, and of which investors should be aware.
FORWARD-LOOKING STATEMENTS
This MD&A contains forward-looking information. All statements, other than statements of historic fact, that address
activities, events or developments that the Company believes, expects or anticipates will or may occur in the future
(including, without limitation, statements regarding estimates and/or assumptions in respect of production, revenue,
cash flow, costs, economic return, net present value, mine life and financial models, mineral resource estimates,
potential mineralization, potential mineral resources, timing of possible production, the Company's development plans
and objectives and the ability of the Company to restructure its debt with the relevant lenders and the ability of the
Company to pay future interest and other payments in connection with such debts) constitute forward-looking
information
The forward-looking information contained in this MD&A reflects the current expectations or beliefs of the Company
based on information currently available to the Company. Forward-looking information is subject to a number of risks
and uncertainties that may cause the actual results of the Company to differ materially from current expectations,
including, but not limited to, an unwillingness of the Company’s lenders to refinance the Company’s debts on terms
favourable to the Company or at all and the ability of the Company to continue selling frac sand. Additionally, if the
Company is unable to restructure its debts, obtain additional financing and/or continue generating revenue through the
sale of frac sand, the Company may be required to curtail activities and/or liquidate its assets or the Company’s
creditors may seek to seize its assets.
Factors that could cause actual results or events to differ materially from current expectations include, among other
things: uncertainty of estimates of capital and operating costs, production estimates and estimated economic return;
the possibility that actual circumstances will differ from estimates and assumptions; uncertainties relating to the
availability and costs of financing needed in the future; failure to establish estimated mineral resources; fluctuations in
commodity prices and currency exchange rates; inflation; recoveries being less than those indicated by the testwork
carried out to date (there can be no assurance that recoveries in small scale laboratory tests will be duplicated in large
tests under on - site conditions or during production); changes in equity markets; operating performance of facilities;
environmental and safety risks; delays in obtaining or failure to obtain necessary permits and approvals from
government authorities ; unavailability of plant, equipment or labour; inability to retain key management and personnel;
changes to regulations or policies affecting the Company's activities in exploration and development and the frac sand
processing business; the uncertainties involved in interpreting geological data; and the other risks disclosed under the
heading "Risks and Uncertainties" and elsewhere. Any forward-looking statement speaks only as of the date on which
it is made and, except as may be required by applicable securities laws, the Company disclaims any intent or
obligation to update any forward- looking information, whether as a result of new information, future events or results
or otherwise. Although the Company believes that the assumptions inherent in the forward-looking information are
reasonable, forward-looking information is not a guarantee of future performance and accordingly undue reliance
should not be put on such information due to the inherent uncertainty therein.
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