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� %DVLFV�RI�&DVK�)ORZ�0DQDJHPHQW�
�
���� %DFNJURXQG�DQG�,QWURGXFWLRQ�
(IIHFWLYH�PDQDJHUV�GRQ
W�MXVW�UHDFW�WR�HYHQWV��WKH\�DQWLFLSDWH�DQG�SODQ�IRU�WKH�XQH[SHFWHG��6XFFHVVIXO�RUJDQLVDWLRQV�RSHQ�WKHLU�PLQGV�WR�YDULRXV�VFHQDULRV�DQG�DSSUHFLDWH�WKH�G\QDPLF�IDFWRUV� WKDW� DIIHFW� HDFK� RXWFRPH�� ,Q� WKH� FXUUHQW� HFRQRP\�� FDVK� LV� WKH� NLQJ�� DQG� FDVK�IRUHFDVWLQJ� LV�PRUH� LPSRUWDQW� WKDQ� LW�KDV�HYHU�EHHQ��&DVK� LV�QRW�DV� UHDGLO\�DYDLODEOH�DV� LW�ZDV EHIRUH��VR�FRPSDQLHV�DUH�ORRNLQJ�LQWR�ZD\V�WR�JDLQ�EHWWHU�YLVLELOLW\�LQWR�FDVK�IORZ�DQG�WR�PRQLWRU�LW�IRU�EHWWHU�SODQQLQJ����&DVK� LV� WKH� R[\JHQ� WKDW� HQDEOHV� D� EXVLQHVV� WR� VXUYLYH� DQG� SURVSHU�� DQG� LV� WKH� SULPDU\�LQGLFDWRU�RI�EXVLQHVV�KHDOWK��:KLOH�D�EXVLQHVV�FDQ�VXUYLYH�IRU�D�VKRUW�WLPH�ZLWKRXW�VDOHV�RU�SURILWV��ZLWKRXW�FDVK�LW�ZLOO�GLH��)RU�WKLV�UHDVRQ�WKH�LQIORZ�DQG�RXWIORZ�RI�FDVK�QHHG�FDUHIXO�PRQLWRULQJ�DQG�PDQDJHPHQW����7KLV� WKHVLV� ORRNV� DW� WKH� NH\� HOHPHQWV� RI� LQERXQG� FDVK� IORZ� DQG� DW� KRZ� LQERXQG� DQG�RXWERXQG�FDVK�IORZ�PDQDJHPHQW�FDQ�KHOS�SURWHFW�WKH�ILQDQFLDO�VHFXULW\�RI�D�EXVLQHVV���7KH� REMHFWLYH� RI� WKLV� UHVHDUFK� LV� WR� HQDEOH� ILQDQFLDO� PDQDJHUV� RI� D� JURXS� RI� VHYHQ�FRPSDQLHV� WR� DFKLHYH� JUHDWHU� SURILWDELOLW\� ZLWK� PRUH� HIIHFWLYH� FDVK� IORZ� SODQQLQJ� DQG�IRUHFDVWLQJ���,Q�RUGHU�WR�DFKLHYH�WKH�SUDFWLFDO�REMHFWLYH��VROXWLRQV�RIIHUHG�E\�WKH�WKHRU\�RI�ILQDQFH�KDYH�EHHQ H[DPLQHG�DQG�FRQVLGHUHG��7KH�WKHVLV�VWDUWV�ZLWK�WKHRUHWLFDO�GHILQLWLRQ�RI�FDVK�DQG�LWV�HTXLYDOHQWV�DV�ZHOO�DV� WKH�WKHRUHWLFDO�DQDO\VLV�RI�FDVK�IORZV�W\SHV��7KH�IXQGDPHQWDO�UXOHV�RI FRQWHPSRUDU\�DFFRXQWDQF\�KDYH�EHHQ�H[DPLQHG�LQ�RUGHU� WR�H[SODLQ�WKH�LPSOLFDWLRQV�RI�GLIIHUHQFH�EHWZHHQ�SURILW�DQG�FDVK���)XUWKHU� WKH� WKHRUHWLFDO� PHWKRGV�� W\SHV� DQG� DSSURDFKHV� WR� FDVK� IRUHFDVWLQJ� KDYH� EHHQ�VXPPDULVHG��1RW�RQO\�ZD\V�RI�FDVK�IRUHFDVWLQJ�KDYH�EHHQ�H[SODLQHG�EXW�DOVR�WKH�UHDVRQLQJ�EHKLQG� FDVK� IRUHFDVWLQJ� KDV� EHHQ� KLJKOLJKWHG�� 7KLV� SDUW� RI� WKH� WKHVLV� ZDV� WR� OD\� WKH�WKHRUHWLFDO�JURXQG�WR�WKH�VHFRQG��SUDFWLFDO�SDUW�RI�WKH�WKHVLV����7KH�SUDFWLFDO�SDUW�RI�WKLV�WKHVLV�H[DPLQHV�D�UHDO�OLIH�H[DPSOH�RI�VHWWLQJ�XS�D�V\VWHP�RI�FDVK�IORZ�IRUHFDVWLQJ�LQ�D�JURXS�RI�VHYHQ�FRPSDQLHV�RSHUDWLQJ�LQWHUQDWLRQDOO\�LQ�HGXFDWLRQ�DQG�WRXULVP� LQGXVWU\��%DVHG�RQ� WKH�DQDO\VLV�RI� WKH� WKHRU\�RI� ILQDQFH�� WKH�FRPSDQ\�FDVK��FDVK�HTXLYDOHQWV� DQG� FDVK� IORZV� KDYH� EHHQ� LGHQWLILHG� DQG� DQ� DSSURSULDWH� PHWKRG� RI� FDVK�IRUHFDVWLQJ�KDV�EHHQ�FKRVHQ���+DYLQJ� LGHQWLILHG� WKH� VXLWDEOH� IRUHFDVWLQJ�PHWKRG�DQG�FUHGLW� FRQWURO� V\VWHP�EDVHG�RQ� WKH�WKHRU\� RI� ILQDQFH� DQG� WKH� FRPSDQ\� VSHFLILFV�� WKH� DFWXDO� RXWFRPHV� RI� WKH� QHZO\� VHW� XS�V\VWHP�KDYH�EHHQ�YHULILHG� LQ�D� WHQ�ZHHN�UHVHDUFK��DV�D� UHVXOW�RI�ZKLFK�D�NQRZOHGJH�EDVH�QHHGHG� IRU� DFFXUDWH� IRUHFDVWLQJ� KDV� EHHQ� FUHDWHG�� 7KH� UHVXOWV� DFKLHYHG� KDYH� EHHQ�
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VDWLVIDFWRU\��DOWKRXJK�DGGLWLRQDO�SUREOHPV�QHHGLQJ�IXUWKHU�GHYHORSPHQW�DQG�VROXWLRQ�KDYH�EHHQ�LGHQWLILHG�DQG�SUHVHQWHG�WR�WKH�FRPSDQ\�JURXS¶V�ILQDQFLDO�PDQDJHPHQW��
���� 'HILQLWLRQ�DQG�0HDQLQJ�RI�&DVK�DQG�&DVK�IORZV�
�
������ 'HILQLWLRQ�RI�FDVK�
&DVK� LV� WKH� R[\JHQ� WKDW� HQDEOHV� D� EXVLQHVV� WR� VXUYLYH� DQG� SURVSHU�� DQG� LV� WKH� SULPDU\�LQGLFDWRU�RI�EXVLQHVV�KHDOWK��:KLOH�D�EXVLQHVV�FDQ�VXUYLYH�IRU�D�VKRUW�WLPH�ZLWKRXW�VDOHV�RU�SURILWV��ZLWKRXW�FDVK�LW�ZLOO�GLH��)RU�WKLV�UHDVRQ�WKH�LQIORZ�DQG�RXWIORZ�RI�FDVK�QHHG�FDUHIXO�PRQLWRULQJ�DQG�PDQDJHPHQW��7KLV� WKHVLV� ORRNV�DW� WKH�NH\�HOHPHQWV�RI� LQERXQG�FDVK�IORZ�DQG DW� KRZ� LQERXQG� DQG� RXWERXQG� FDVK� IORZ�PDQDJHPHQW� FDQ� KHOS� SURWHFW� WKH� ILQDQFLDO�VHFXULW\�RI�D�EXVLQHVV����&DVK�LV�WKH�PHDVXUH�RI�DQ�DELOLW\�WR�SD\�ELOOV�RQ�D�UHJXODU�EDVLV��7KLV��LQ�WXUQ��GHSHQGV�RQ�WKH�WLPLQJ�DQG�DPRXQWV�RI�FDVK�IORZLQJ�LQWR�DQG�RXW�RI�WKH�EXVLQHVV�HDFK�ZHHN�DQG�PRQWK�� WKH�FDVK�IORZ���&DVK�LQFOXGHV��x FRLQV DQG�QRWHV��x FXUUHQW DFFRXQWV�DQG�VKRUW�WHUP�GHSRVLWV��x EDQN RYHUGUDIWV�DQG�VKRUW�WHUP�ORDQV��x IRUHLJQ�FXUUHQF\�DQG�GHSRVLWV�WKDW�FDQ�EH�TXLFNO\�FRQYHUWHG�WR�QDWLRQDO�FXUUHQF\���&DVK�GRHV�QRW�LQFOXGH��x ORQJ�WHUP�GHSRVLWV��x ORQJ�WHUP�ERUURZLQJ��x PRQH\ RZHG�E\�FXVWRPHUV��x VWRFN�
,W� LV� LPSRUWDQW� QRW� WR� FRQIXVH� FDVK�ZLWK� SURILW�� 3URILW� LV� WKH� GLIIHUHQFH� EHWZHHQ� WKH� WRWDO�DPRXQW�D�EXVLQHVV�HDUQV�DQG�DOO�RI� LWV�FRVWV��XVXDOO\�DVVHVVHG�RYHU�D�\HDU�RU�RWKHU�WUDGLQJ�SHULRG��$�EXVLQHVV�PD\�EH�DEOH� WR� IRUHFDVW�D�JRRG�SURILW� IRU� WKH�\HDU��\HW�VWLOO� IDFH� WLPHV�ZKHQ LW�LV�VWUDSSHG�IRU�FDVK����7R�PDNH�D�SURILW��PRVW�EXVLQHVVHV�KDYH�WR�SURGXFH�DQG�GHOLYHU�JRRGV�RU�VHUYLFHV�WR�WKHLU�FXVWRPHUV� EHIRUH� EHLQJ� SDLG�� 8QIRUWXQDWHO\�� QR� PDWWHU� KRZ� SURILWDEOH� WKH� FRQWUDFW�� LI� D�EXVLQHVV� GRHV� QRW� KDYH� HQRXJK� PRQH\� WR� SD\� WKH� VWDII� DQG� VXSSOLHUV� EHIRUH� UHFHLYLQJ�SD\PHQW��LW�ZLOO�EH�XQDEOH�WR�GHOLYHU�LWV�VLGH�RI�WKH�EDUJDLQ�RU�UHFHLYH�DQ\�SURILW��7R� WUDGH� HIIHFWLYHO\� DQG� EH� DEOH� WR� JURZ�� D� EXVLQHVV� QHHGV� WR� EXLOG� XS� FDVK� UHVHUYHV� E\�HQVXULQJ� WKDW� WKH� WLPLQJ�RI�FDVK�PRYHPHQWV�SXWV� WKH�EXVLQHVV� LQ�DQ�RYHUDOO�SRVLWLYH�FDVK�IORZ�VLWXDWLRQ��
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������ &DVK�,QIORZV�DQG�&DVK�2XWIORZ�
8QGHUVWDQGLQJ�WKH�UHDVRQV�ZK\�EXVLQHVVHV�QHHG�FDVK�UHTXLUHV�D�JRRG�XQGHUVWDQGLQJ�RI�WKH�FDVK� IORZ� FRQFHSW��&DVK� IORZV� LQ� WKHLU� EURDG�GHILQLWLRQ� VWDQG� IRU� WKH�GLIIHUHQFH�EHWZHHQ�FDVK� LQIORZV� IURP� VDOHV� �JRRGV� DQG� VHUYLFHV�� DQG� FDVK� RXWIORZV� �FDSLWDO� VSHQGLQJ� DQG�VSHQGLQJ� UHJDUGLQJ� FXUUHQW� RSHUDWLQJ� RI� D� EXVLQHVV�� RFFXUULQJ� LQ� FRQVHFXWLYH� UHSRUWLQJ�SHULRGV����7KH�EHORZ�WDEOH�H[SODLQV�WKLV�FRQFHSW�LQ�GHWDLO�� �
7DEOH����������������������������������7KH�EURDGHU�GHILQLWLRQ�RI�FDVK�IORZ�
�

&)  �S�u ; ±��)&���$)&���S�u ; u:YF� [����±�U����.1���'3 ��'$:KHUH� &)� �� &DVK�)ORZV�LQ�UHSRUWLQJ�SHULRG��3 �� 8QLW SULFH�RI�VDOHV�DIWHU�GLVFRXQWV��; �� 9ROXPH�RI�VDOHV��QDWXUDO�XQLWV���)&� �� 7RWDO�)L[HG�&RVWV��$)&� �� $GGLWLRQDO�IL[HG�FRVWV��:YF� �� 8QLW YDULDEOH�FRVW�XQLW�SULFH��5 �� ,QFRPH�WD[�UDWH��.1� �� &RVWV�WKDW�GLG�QRW�FDXVH�FDVK�RXWIORZV��'3 � &KDQJH�LQ�EDODQFH�RI�VKRUW�WHUP�OLDELOLWLHV��
'$ � &KDQJH�LQ�EDODQFH�RI�VKRUW�WHUP�DVVHWV��

7KH�GHILQLWLRQ�RI�&DVK�)ORZV�PD\�KDYH�PDQ\�PHDQLQJV��&DVK�IORZV�FDQ�EH�GHILQHG�DV��x 1HW LQFRPH�SOXV�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ��x 1HW LQFRPH�SOXV�UHWDLQHG�HDUQLQJV��x 1HW LQFRPH� SOXV� UHWDLQHG� HDUQLQJV�� SOXV� UHWDLQHG� HDUQLQJV�� DQG� SOXV� RWKHU� FRVWV�ZKLFK�GLG�QRW�FDXVH�FDVK�RXWIORZV��x 1HW LQFRPH�SOXV� FRVWV�ZKLFK�GLG�QRW� FDXVH� FDVK�RXWIORZV�DQG�PLQXV� VDOHV�ZKLFK�KDYH QRW�JHQHUDWHG�FDVK�LQIORZV����
$FFRUGLQJ� WR� WKHLU� QDUURZ� GHILQLWLRQ�� FDVK� IORZV� VWDQG� IRU� WKH� WRWDO� RI� QHW� LQFRPH� DQG�DPRUWL]DWLRQ�DQG�GHSUHFLDWLRQ��$�PRUH�GHYHORSHG�IRUPXOD�SUHVHQWV�WKHP�DV�WKH�VXP�RI�QHW�LQFRPH� DQG� FRVWV� WKDW� KDYH� QRW� FDXVHG� FDVK� RXWIORZV� �DPRUWL]DWLRQ�� GHSUHFLDWLRQ� DQG�SURYLVLRQV�� OHVV� LQFRPH�� ZKLFK� ZDV� QRW� IROORZHG� E\� FDVK� LQIORZV�� $FFRUGLQJ� WR� WKH�EURDGHVW GHILQLWLRQ��FDVK�IORZV�VWDQG�IRU�WKH�GLIIHUHQFH�EHWZHHQ�FDVK�LQIORZV�DQG�RXWIORZV��LQERXQG DQG�RXWERXQG�FDVK��FDVK�SD\PHQWV�DQG�FDVK�UHFHLSWV���7KH�DQDO\VLV�RI�WKH�DERYH�GHILQLWLRQV�VKRZV�WKDW�FDVK�IORZV�DUH�PDLQO\�GHILQHG�E\�FHUWDLQ�FRUUHFWLRQV�RI�QHW�LQFRPH���
�%DVLFDOO\�� DFFRUGLQJ� WR� WKH� WKHRU\� RI� ILQDQFH� WKHUH� DUH� WZR� PDLQ� VRXUFHV� RI� FDVK� LQ� D�EXVLQHVV�� 7KH� RXWVLGH� VRXUFH� RI� FDVK�� FDXVLQJ� XQHYHQ� FKDQJHV� LQ� LWV� EDODQFH� VWDQGV� IRU�LVVXLQJ� VHFXULWLHV� VXFK� DV� HTXLWLHV� DQG� ERQGV� DV� ZHOO� DV� WDNLQJ� EDQN� ORDQV�� 7KHVH� FDVK�



�

LQIORZV GR� QRW� EHORQJ� WR� GD\�WR±GD\� EXVLQHVV� DFWLYLWLHV� DQG� XVXDOO\� GR� QRW� RFFXU� RQ� D�UHJXODU�EDVLV��'HFLVLRQV�UHJDUGLQJ�WKHP�KDYH�XVXDOO\�ORQJ�WHUP�FKDUDFWHU�DQG�DUH�WDNHQ�E\�WKH PDQDJLQJ� GLUHFWRUV� RI� EXVLQHVVHV��7KH�GHDOV�RI�RXWVLGH� ILQDQFLQJ�XVXDOO\� DFFRXQW� IRU�ODUJH�DPRXQWV�DQG�DUH�WKH�RXWFRPH�RI�LGHQWLILFDWLRQ�IXQGDPHQWDO�QHHGV�RI�D�EXVLQHVV�����
&DVK�LQIORZV�IURP�LQWHUQDO�VRXUFHV�DUH�PRUH�UHJXODU��,Q�WKH�ORQJ�WHUP��WKH�PRVW�LPSRUWDQW�VRXUFH RI� FDVK� DUH� FXVWRPHU� UHFHLSWV� IURP� VDOHV� DQG� UHFHLSWV� IURP� VDOHV� IRU� FDVK� WR� D�VPDOOHU�GHJUHH�� ,Q�PDQ\�SURGXFWLRQ�EXVLQHVVHV� WKH� VRXUFH�RI� UHJXODU�FDVK� LQIORZV�FDQ�EH�VDOHV� RI� OLTXLGDWHG� IL[HG� DVVHWV� RU� H[FHVV� LQYHQWRULHV�� 7KHVH� LQIORZV�� KRZHYHU�� GR� QRW�EHORQJ�WR�WKH�UHJXODU�EXVLQHVV�DFWLYLWLHV�DQG�VKRXOG�QRW�DFFRXQW�IRU�VXEVWDQWLDO�VRXUFHV�RI�ILQDQFLQJ�� H[FHSW� IRU� RXWVWDQGLQJ� VLWXDWLRQV�� VXFK� DV� D� FRPSOHWH� UHQRYDWLRQ� RU�PRGHUQL]DWLRQ�RI�WKH�FRPSDQ\�SURGXFWLRQ�IDFLOLWLHV���
([FHSW� IRU� LQYHVWLQJ�H[FHVV�FDVK� LQ�QHDU�FDVK�DVVHWV��FDVK�EDODQFH�FDQ�GHFUHDVH�IRU�PDQ\�UHDVRQV��ZKLFK�FDQ�EH�GLYLGHG�LQ�WKUHH�JHQHUDO�JURXSV��7KH�ILUVW�RQH�FRQFHUQV�LUUHJXODU�FDVK�RXWIORZV IRU� GLYLGHQG� SD\PHQWV� IRU� WKH� FRPSDQ\�RZQHUV�� ORDQV� UHSD\PHQW�� DQG�SD\PHQW�IRU�LQFRPH�WD[��7KH�VHFRQG�JURXS�FRQFHUQV�FDVK�VSHQGLQJ�UHODWHG�WR�UHDOL]DWLRQ�RI�FDSLWDO�SODQV� LQ�D�EXVLQHVV� �FRPSDQ\�VFKHGXOH� IRU�SXUFKDVHV�RI� IL[HG�DVVHWV���7KH� WKLUG�JURXS�RI�RXWIORZV LQFOXGHV� UHJXODU�SD\PHQWV� IRU�PDWHULDOV� HQVXULQJ� VPRRWK� UXQQLQJ�RI�SURGXFWLRQ�F\FOH��
,GHDOO\�� GXULQJ� WKH� EXVLQHVV� F\FOH�� D� EXVLQHVV� ZLOO� KDYH� PRUH� PRQH\� IORZLQJ� LQ� WKDQ�IORZLQJ�RXW��7KLV�ZLOO�DOORZ�LW� WR�EXLOG�XS�FDVK�UHVHUYHV�ZKLFK�ZLOO�SOXJ�FDVK�IORZ�JDSV��DOORZ�WKH�EXVLQHVV�WR�VHHN�H[SDQVLRQ�DQG�UHDVVXUH�OHQGHUV�DQG�LQYHVWRUV�DERXW�WKH�KHDOWK�RI�WKH� EXVLQHVV�� +RZHYHU�� LQFRPH� DQG� H[SHQGLWXUH� FDVK� IORZV� UDUHO\� RFFXU� WRJHWKHU�� ZLWK�LQIORZV�RIWHQ�ODJJLQJ�EHKLQG��7KH�PDQDJHPHQW¶V�DLP�PXVW�EH�WR�GR�DOO�WKDW�LW�FDQ�WR�VSHHG�XS�WKH�LQIORZV�DQG�VORZ�GRZQ�WKH�RXWIORZV��7R�VXPPDULVH��FDVK�IORZV�FKDUDFWHULVWLF�IRU�DQG�EXVLQHVV�DUH�DV�IROORZV��&DVK�LQIORZV��x SD\PHQW IRU�JRRGV�RU�VHUYLFHV�IURP�FXVWRPHUV��x UHFHLSWV RI�D�EDQN�ORDQV��x LQWHUHVW RQ�VDYLQJV�DQG�LQYHVWPHQWV��x VKDUHKROGHU LQYHVWPHQWV��� &DVK�RXWIORZV��x SXUFKDVH�RI�VWRFN��UDZ�PDWHULDOV�RU�WRROV��x ZDJHV��UHQWV�DQG�GDLO\�RSHUDWLQJ�H[SHQVHV��x SXUFKDVH�RI�IL[HG�DVVHWV���3&V��PDFKLQHU\��RIILFH�IXUQLWXUH��HWF�x ORDQ UHSD\PHQWV��x GLYLGHQG�SD\PHQWV��x LQFRPH WD[��FRUSRUDWLRQ�WD[��9$7�DQG�RWKHU�WD[HV���0DQ\�RI�UHJXODU�FDVK�RXWIORZV��VXFK�DV�VDODULHV��ORDQ�UHSD\PHQWV�DQG�WD[��KDYH�WR�EH�PDGH�RQ�IL[HG�GDWHV��$�EXVLQHVV�PXVW�DOZD\V�EH�LQ�D�SRVLWLRQ�WR�PHHW�WKHVH�SD\PHQWV��WR�DYRLG�ODUJH�ILQHV�RU�D�GLVJUXQWOHG�ZRUNIRUFH��



�

���� 7KH�LPSOLFDWLRQV�RI�DFFUXDO�DQG�FDVK�EDVHV�IRU�ILQDQFLDO�UHSRUWLQJ�
�
������ $FFUXDO�LQFRPH�YV��FDVK�UHFHLSW�
7KH�DFFUXDO�EDVLV�LV�RQH�RI�WKH�PRVW�IXQGDPHQWDO�UXOHV�RI�PRGHUQ�DFFRXQWDQF\�DOO�RYHU�WKH�ZRUOG��$FFRUGLQJ�WR�WKLV�UXOH��D�WUDQVDFWLRQ�HQWHUV�WKH�UHSRUWLQJ�SHULRG�ZKHQ�LW�KDSSHQV�DQG�QRW ZKHQ�D�UHOHYDQW�FDVK�IORZ�UHODWHG�WR�WKLV�WUDQVDFWLRQ�RFFXUV��$W�WKDW�WLPH�WKH�WUDQVDFWLRQ�VKRXOG� HQWHU� WKH� FRPSDQ\� DFFRXQWV� DQG� LW� VKRXOG� EH� UHIOHFWHG� E\� WKH� FRPSDQ\� ILQDQFLDO�UHSRUWV�UHODWHG�IRU�WKH�SHULRG�ZKHQ�WKH�WUDQVDFWLRQ�DFWXDOO\�KDSSHQHG���
7KH�DFFUXDO�EDVLV�LV�RSSRVHG�WR�WKH�FDVK�EDVLV�DFFRUGLQJ�WR�ZKLFK�D�WUDQVDFWLRQ�HQWHUV�WKH�SHULRG�ZKHQ�WKH�FDVK�LQIORZV�DQG�RXWIORZV�UHODWHG�WR�LW�DFWXDOO\�RFFXU��6DOHV�DQG�FRVWV�DQG��WKHUHIRUH�� SURILWV� GR� QRW� QHFHVVDULO\� FRLQFLGH� ZLWK� WKHLU� DVVRFLDWHG� FDVK� LQIORZV� DQG�RXWIORZV��:KLOH� D� VDOH�PD\�KDYH�EHHQ� VHFXUHG� DQG�JRRGV�GHOLYHUHG�� WKH� UHODWHG�SD\PHQW�PD\ EH�GHIHUUHG�DV�D� UHVXOW�RI�JLYLQJ�FUHGLW� WR�WKH�FXVWRPHU��$W�WKH�VDPH�WLPH��SD\PHQWV�PXVW�EH�PDGH�WR�VXSSOLHUV��VWDII�HWF���FDVK�PXVW�EH�LQYHVWHG�LQ�UHEXLOGLQJ�GHSOHWHG�VWRFNV��QHZ HTXLSPHQW�PD\�KDYH�WR�EH�SXUFKDVHG�HWF���
7KH� QHW� UHVXOW� LV� WKDW�� FDVK� UHFHLSWV� RIWHQ� ODJ� FDVK� SD\PHQWV� DQG�� ZKLOVW� SURILWV�PD\� EH�UHSRUWHG�� WKH� EXVLQHVV� PD\� H[SHULHQFH� D� VKRUW�WHUP� FDVK� VKRUWIDOO�� )RU� WKLV� UHDVRQ� LW� LV�HVVHQWLDO�WR�IRUHFDVW�FDVK�IORZV�DV�ZHOO�DV�SURMHFW�OLNHO\�SURILWV��7KHUHIRUH��WKH�LQIRUPDWLRQ�YDOXH RI� LQFRPH�DSSHDUV�RIWHQ� WR�EH�µSDSHU¶�DQG�HYHQ�µXQUHDO¶� LQ� LWV�DFWXDO�FRQWHQWV��7KH�EHORZ H[DPSOH� QR� �� LOOXVWUDWHV� WKH� LPSOLFDWLRQV� RI� WKH� DFFUXDO� EDVLV� IRU� WKH� FRPSDQ\�DFFRXQWV��
([DPSOH���������7KH�DFFUXDO�EDVLV��FUHDWLQJ�WLPH�JDS�EHWZHHQ�VDOHV�DQG�FDVK�UHFHLSW��
$ FRPSDQ\�*DPPD� SURGXFHV� JRRGV�$�� %� DQG�&�� ,W� KDV� DJUHHG� WHUPV� DQG� FRQGLWLRQV� RI�SD\PHQW��

D� ZLWK�VXSSOLHUV�������GD\V���E�� ZLWK�FXVWRPHUV�±����GD\V���
$W WKH� EHJLQQLQJ� RI� WKH� PRQWK� µ<¶� WKHUH� ZHUH� WKH� IROORZLQJ� EHJLQQLQJ� EDODQFHV� LQ� WKH�FRPSDQ\�EDODQFH�VKHHW��

�� &DVK������� ,QYHQWRULHV���
D� 3URGXFW�$�±����E� 3URGXFW�%�±����F� 3URGXFW�&�±�����G� 0DWHULDOV�±�����

�� $FFRXQWV�UHFHLYDEOH�±����� $FFRXQWV�SD\DEOH�±���



�

,Q PRQWK�µ<¶��\HDU����;��WKH�IROORZLQJ�WUDQVDFWLRQV�KDYH�RFFXUUHG��
�� ����<��;�±�,QYRLFH�IRU�PDWHULDOV�SXUFKDVHG�RQ�FUHGLW�IURP�VXSSOLHU�µ0¶�±������� ����<��[�±�3K\VLFDO�UHFHLSW�RI�WKH�PDWHULDOV�SXUFKDVHG�RQ�����<��;��� ����<��;�±�,QYRLFH�IRU�HQHUJ\�IURP�VXSSOLHU�µ(¶�±������ ����<��;�±�3D\UROO�IRU�PRQWK�µ<¶��VDODULHV�DFFRXQWHG�IRU��±������ ����<��;�±�,QYRLFH��3URGXFW�µ$¶�VROG��FDVK�WR�EH�SDLG�ODWHU�±������� ����<��;�±�3K\VLFDO�GLVSDWFK�RI�SURGXFW�µ$¶�±�FRVW�RI�VDOHV�������� ����<��;�±�3D\UROO�IRU�PRQWK�µ<¶��6DODULHV�SDLG�RXW�±����

&RPSDQ\�/HGJHU��
&DVK�� � 0DWHULDOV� � 3URGXFWV�� � 3URGXFW�$� �

%E� ���� ��� �� %E� ���� � � %E� ���� ��� �� %E� ��� ��� ����� ���� � �

3URGXFW�%�� � 3URGXFW�&� � $FFRXQWV�5HFHLYDEOH $FFRXQWV�3D\DEOH� �
%E� ��� � � %E� ���� � � %E� � � %E��� ���� � � ���� ������ ���5HFRQFLOLDWLRQ�RI�PDWHULDOV�SXUFKDVH� � &RVW��(QHUJ\�&RQVXPSWLRQ

3D\DEOH�6DODULHV�DQG�:DJHV
&RVW��6DODULHV�DQG�:DJHV

�� ���� ���� �� �� ��� ��� ' �� ��� ��� �� �� ��� ��� &�

6DOHV� � &RVWV�RI�VDOHV� � 3	/� �
$ ���� ���� �� �� ��� ��� % % ��� ���� $& ��� � �' ��� � �

��� ���� �
��� � �

7KH�DQDO\VLV�RI� WKH�DERYH�H[DPSOH�SURYHV� WKDW� LQ�FDVH� VXSSOLHUV¶�SD\PHQW�FRQGLWLRQV�DUH�PRUH� VWULFW� WKDQ� FXVWRPHUV¶� SD\PHQW� FRQGLWLRQV� D� EXVLQHVV� KDV� WR� LQFUHDVH� LWV� ZRUNLQJ�FDSLWDO� LQ�RUGHU� WR�EH�DEOH� WR�FRQGXFW� LWV�DFWLYLWLHV��7KLV�PD\�PHDQ�LQ�SUDFWLFH�D�QHHG�IRU�WDNLQJ� D� ORQJ�WHUP� EDQN� ORDQ� RU� VKDUH� LVVXH�� +RZHYHU�� DGGLWLRQDO� FDSLWDO� LV� QRW� IUHHO\�DYDLODEOH�DQG�KDV�WR�EH�SDLG�IRU����,Q�FDVH�WKH�ZRUNLQJ�FDSLWDO�LQFUHDVHV��WKH�RYHUDOO�SURILWDELOLW\�PD\�EH�GHFUHDVHG��DGGLWLRQDO�FDSLWDO�LV�FRVWO\�DQG�WKH�FRPSDQ\�PDQDJHUV�KDYH�WR�PDNH�VXUH�WKDW�WKH�HIILFLHQF\�RI�LWV�XVH�LV� KLJKHU� WKDQ� LWV� FRVW� �LQWHUHVW� SDLG� WR� EDQN� RU� GLYLGHQG� SDLG� WR� WKH� FDSLWDO� RZQHU���(YHQWXDOO\�� LW� LV� WKH� VDIHVW� IRU� WKH�EXVLQHVV� LI�VXSSOLHUV¶�FRQGLWLRQV�DQG� WHUPV�RI�SD\PHQW�DUH EHWWHU�WKDQ�WKHVH�JLYHQ�WR�WKH�FRPSDQ\�FXVWRPHUV����



���

������ &DVK�)ORZ�6WDWHPHQW�YV��3URILW�DQG�/RVV�6WDWHPHQW�DQG�%DODQFH�6KHHW���
� ³&DVK�LV�&DVK�DQG�HYHU\WKLQJ�HOVH�LV�$FFRXQWLQJ´��

)DFWRUV�GHWHUPLQLQJ�JRDOV�RI�EXVLQHVV�DFWLYLWLHV��LQFRPH��FDVK�DQG�ULVN��UHPDLQ�XQFKDQJHG��)LQDQFLDO�LQIRUPDWLRQ�XVHUV�UHTXLUH�IDFWV�DQG�QRW�LOOXVLRQV��1HLWKHU�WKH�FRPSDQ\�3URILW�DQG�/RVV 6WDWHPHQW�QRU�LWV�%DODQFH�6KHHW�SUHVHQWV�WKH�IXOO�DQG�G\QDPLF�SLFWXUH�RI�D�FRPSDQ\�ILQDQFLDO�VWDQGLQJ�DQG�HYROXWLRQ��L�H��WKH�FKDQJHV�LQ�LWV�RYHUDOO�VWUXFWXUH�DQG�FKDQJHV�LQ�LWV�FDVK� EDODQFH�� 8QGHUVWDQGLQJ� WKH� PHDQLQJ� RI� WKLV� HYROXWLRQ� LV� D� VRXUFH� RI� YDOXDEOH�LQIRUPDWLRQ� IRU� ERWK� LQWHUQDO� DQG� H[WHUQDO� XVHUV�� 7R� IXOILO� WKHVH� LQIRUPDWLRQ� QHHGV�� WKH�VWDWHPHQW�RI�FDVK�IORZV�KDV�EHHQ�FUHDWHG�DQG�UHFRJQL]HG�E\�WKH�PDLQ�ERGLHV�RI�WKH�ZRUOG�ILQDQFLDO�UHSRUWLQJ�VWDQGDUGV�DXWKRULWLHV���
7KH DFFUXDO�EDVLV�LV�UHTXLUHG�E\�WKH�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV�DV�ZHOO�DV�PRVW RI�QDWLRQDO� UHSRUWLQJ� VWDQGDUGV� DQG�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�� ,Q� WKH�$PHULFDQ�DFFRXQWDQF\�WKH�DFFUXDO�EDVLV�LV�NQRZV�DV�WKH�PDWFKLQJ�FRQFHSW�DQG�LW�VWDWHV�WKDW�WUDQVDFWLRQV�VKRXOG�EH�PDWFKHG�ZLWK�UHOHYDQW�SHULRGV�WKDW� WKH\�RFFXU�LQ��DQG�QRW�ZLWK�WKH�UHSRUWLQJ�SHULRGV�ZKHQ�WKH�FDVK�IORZV�FDXVHG�RFFXU����2ULJLQDOO\��EXVLQHVVHV�ZHUH�UHTXLUHG�WR�ILOH�D�VWDWHPHQW�RI�FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ��RU�IXQGV�VWDWHPHQW��7KH�IXQGV�VWDWHPHQW�ZHQW�WKURXJK�VHYHUDO�\HDUV�RI�GHYHORSPHQW�EHIRUH�LW�ZDV ZLGHO\�XVHG��,Q�������$FFRXQWLQJ�5HVHDUFK�6WXG\�1R�����VSRQVRUHG�E\�WKH�$PHULFDQ�,QVWLWXWH�RI�&HUWLILHG�3XEOLF�$FFRXQWDQWV��$,&3$���UHFRPPHQGHG�WKDW�D�IXQGV�VWDWHPHQW�EH�LQFOXGHG�ZLWK�WKH�LQFRPH�VWDWHPHQW�DQG�EDODQFH�VKHHW�LQ�DQQXDO�UHSRUWV�WR�VKDUHKROGHUV����7ZR� \HDUV� ODWHU�� $FFRXQWLQJ� 3ULQFLSOHV� %RDUG� �$3%�� 2SLQLRQ� 1R�� �� ZDV� LVVXHG� DQG�SURYLGHG�IXQGV�VWDWHPHQW�SUHSDUDWLRQ�JXLGHOLQHV��$OWKRXJK�2SLQLRQ�1R����GLG�QRW�JR�VR�IDU�DV WR� PDNH� WKH� IXQGV� VWDWHPHQW� PDQGDWRU\�� PRVW� EXVLQHVVHV�� DZDUH� RI� WKH� VWDWHPHQW¶V�YDOXH�� LQFOXGHG� LW� LQ� WKHLU� DQQXDO� UHSRUWV� DQ\ZD\�� )LQDOO\� LQ� ������$3%�2SLQLRQ�1R�� ���RIILFLDOO\�PDGH�WKH�IXQGV�VWDWHPHQW�RQH�RI�WKH�WKUHH�SULPDU\�ILQDQFLDO�GRFXPHQWV�UHTXLUHG�LQ DQQXDO�UHSRUWV�WR�VKDUHKROGHUV��7KH�$3%�DOVR�VDLG�D�IXQGV�VWDWHPHQW�PXVW�EH�FRYHUHG�E\�WKH DXGLWRU¶V� UHSRUW�� %HFDXVH� 2SLQLRQ� 1R�� ��� GLGQ¶W� VSHFLI\� D� SDUWLFXODU� IRUPDW� IRU� WKH�IXQGV� VWDWHPHQW�� EXVLQHVVHV� VWLOO� HQMR\HG� FRQVLGHUDEOH� IOH[LELOLW\� LQ� KRZ� WKH\� FKRVH� WR�UHSRUW�WKHLU�IXQGV�IORZ�LQIRUPDWLRQ����
7KDW IOH[LELOLW\� FDPH� WR� DQ� HQG� LQ� ODWH� ������ ZLWK� WKH� )LQDQFLDO� $FFRXQWLQJ� 6WDQGDUGV�%RDUG¶V��)$6%��LVVXDQFH�RI�6WDWHPHQW�1R������ZKLFK�FDOOHG�IRU�D�VWDWHPHQW�RI�FDVK�IORZV�WR UHSODFH� WKH�PRUH�JHQHUDO�IXQGV�VWDWHPHQW��$GGLWLRQDOO\�� WKH�)$6%��LQ�DQ�HIIRUW� WR�KHOS�LQYHVWRUV� DQG� FUHGLWRUV� EHWWHU� SUHGLFW� IXWXUH� FDVK� IORZ�� VSHFLILHG� D� XQLYHUVDO� VWDWHPHQW�IRUPDW�WKDW�KLJKOLJKWHG�FDVK�IORZ�IURP�RSHUDWLQJ��LQYHVWLQJ��DQG�ILQDQFLQJ�DFWLYLWLHV��7KLV�IRUPDW�LV�VWLOO�XVHG�WRGD\���
7KH IXOO�SLFWXUH�RI�D�FRPSDQ\¶V�ILQDQFLDO�SRVLWLRQ�FDQ�RQO\�EH�IXOO\�XQGHUVWRRG�LI�VWDWHPHQW�RI FDVK� IORZV� LV� SUHVHQWHG� DQG� DQDO\VHG��$OWKRXJK� LW� LV� WKH� ODWHVW� VWDWHPHQW� DQG� LW� LV� QRW�PDQGDWRU\�LQ�VRPH�FRXQWULHV��WKH�PHDQLQJ�RI�VWDWHPHQW�RI�FDVK�IORZV�LV�IXOO\�DSSUHFLDWHG�DQG UHFRJQLVHG�LQ�EXVLQHVV�DQG�DFDGHPLF�HQYLURQPHQW��&RPSDQ\�ILQDQFLDO�SLFWXUH��ZKLFK�



���

FDQ�EH�GHULYHG�IURP�LWV�%DODQFH�6KHHW�DQG�3URILW�DQG�/RVV�6WDWHPHQW��PD\�WXUQ�RXW�WR�EH�LQFRPSOHWH�GXH�WR�WKH�IDFWV�WKDW��
x 7KH�%DODQFH�6KHHW�RQO\�SUHVHQWV�D�VWDWLF�SLFWXUH�RI�D�FRPSDQ\�ILQDQFLDO�SRVLWLRQ�DW�D JLYHQ�SRLQW�LQ�WLPH��x 7KH�3URILW�DQG�/RVV�6WDWHPHQW��ZKLFK�LV�EDVHG�RQ�WKH�DFFUXDO�EDVLV��GLVUHJDUGV�WKH�PHDQLQJ�RI�FDVK�LQ�FRPSDQ\¶V�RSHUDWLRQV���

&DVK� LV� WKH� µEORRG¶� RI� DQ\� RUJDQL]DWLRQ� XQGHUWDNLQJ� EXVLQHVV� DFWLYLW\�� 1HLWKHU� EDODQFH�VKHHW� QRU� SURILW� DQG� ORVV� VWDWHPHQW� LQGLFDWHV� WKH� G\QDPLFV� FKDUDFWHULVWLF� IRU� WKH� FDVK�SD\PHQWV�DQG�UHFHLSWV��$�VLPSOH�FRPSDULVRQ�RI�WZR�EDODQFH�VKHHWV�HQDEOHV�HVWDEOLVKLQJ�WKH�FKDQJH�LQ�WKH�FDVK�EDODQFH��EXW�LW�GRHV�QRW�H[SODLQ�+2:��WKLV�FKDQJH�KDSSHQHG���
7KH FDVK�IORZ�VWDWHPHQW�H[SODLQV�ZKDW�ZHUH�WKH�VRXUFHV�RI�FDVK�DQG�KRZ�WKH�FDVK�UHFHLYHG�ZDV XVHG��8QOLNH�WKH�%DODQFH�6KHHW��6WDWHPHQW�RI�&DVK�)ORZV��UHIOHFWV�WKH�EXVLQHVV�DFWLYLW\�ZLWKLQ WKH� UHSRUWLQJ�SHULRG��7RJHWKHU�ZLWK� WKH�3URILW�DQG�/RVV�6WDWHPHQW� LW�H[SODLQV�KRZ�DQG ZK\� VSHFLILF� %DODQFH� 6KHHW� LWHPV� KDYH� FKDQJHG�� 7KH� EHORZ� SLFWXUH� VKRZV� KRZ�RSHQLQJ�DQG�FORVLQJ�6DODQFH�6KHHWV�DUH�FRQQHFWHG�E\�WKH�6WDWHPHQW�RI�&DVK�)ORZV�DQG�WKH�3URILW�DQG�/RVV�6WDWHPHQW��

*UDSK���������������5HODWLRQ�EHWZHHQ�WKH�HOHPHQWV�RI�D�ILQDQFLDO�UHSRUW�
�7KH�VWDWHPHQW�RI�FDVK�IORZV�H[SODLQV�ZKHUH�FDVK�KDV�FRPH�IURP�DQG�KRZ�LW�KDV�EHHQ�XVHG�LQ�WKH�UHSRUWLQJ�SHULRG��7KH�VWDWHPHQW�RI�FDVK�IORZ�UHSRUWV�WKH�PRYHPHQW�RI�FDVK�LQWR�DQG�RXW RI�D�EXVLQHVV�LQ�D�JLYHQ�\HDU��7KXV��LW�LV�DQ�LPSRUWDQW�VRXUFH�RI�LQIRUPDWLRQ�IRU�ERWK�WKH�LQWHUQDO�DQG�H[WHUQDO�XVHUV�RI�WKLV�VWDWHPHQW��

&DVK�)ORZ�6WDWHPHQWV�DUH�EURNHQ�GRZQ�LQWR�WKUHH�VHFWLRQV��RSHUDWLQJ�DFWLYLWLHV��LQYHVWLQJ�DFWLYLWLHV� DQG� ILQDQFLQJ� DFWLYLWLHV�� 7KLV� GLIIHUHQWLDWLRQ� RI� WKH� WKUHH� IXQGDPHQWDO� W\SHV� RI�DFWLYLWLHV� LV� KHOSIXO� IRU� V\VWHPL]LQJ� GLIIHUHQW� FDVK� IORZV� RFFXUULQJ� LQ� DQ\� RUJDQL]DWLRQ��%URDG DFFHSWDQFH� RI� WKLV� V\VWHPDWL]DWLRQ� PDNHV� FRPSDUDEOH� FDVK� IORZV� SURGXFHG� E\�GLIIHUHQW�EXVLQHVVHV�DFWLYH�LQ�LQFRPSDUDEOH�RWKHUZLVH�LQGXVWULHV���
2SHUDWLQJ�DFWLYLWLHV��DOO�WUDQVDFWLRQV�DQG�HYHQWV�WKDW�QRUPDOO\�HQWHU�LQWR�WKH�GHWHUPLQDWLRQ�RI RSHUDWLQJ� LQFRPH�� LQFOXGH� FDVK� UHFHLSWV� IURP� VHOOLQJ� JRRGV� RU� SURYLGLQJ� VHUYLFHV�� DV�

2SHQLQJ�%DODQFH�
6KHHW $�

&ORVLQJ�%DODQFH�
6KHHW %�

&DVK�)ORZ�6WDWHPHQW�IRU�WKH�SDULRG�$�%
3 	�/�6WDWHPHQW�IRU�WKH�SDULRG�$�%�



���

ZHOO DV�LQFRPH�IURP�LWHPV�VXFK�DV�LQWHUHVW�DQG�GLYLGHQGV��2SHUDWLQJ�DFWLYLWLHV�DOVR�LQFOXGH�FDVK�SD\PHQWV�VXFK�DV�LQYHQWRU\��SD\UROO��WD[HV��LQWHUHVW��XWLOLWLHV��DQG�UHQW��7KH�QHW�DPRXQW�RI FDVK�SURYLGHG��RU�XVHG��E\�RSHUDWLQJ�DFWLYLWLHV�LV�WKH�NH\�ILJXUH�RQ�D�VWDWHPHQW�RI�FDVK�IORZV�� :KLOH� FDVK� LQIORZV� IURP� LQWHUHVW� RU� GLYLGHQGV� FRXOG� EH� FRQVLGHUHG� LQYHVWLQJ� RU�ILQDQFLQJ� DFWLYLWLHV� �DV� SHU� ,QWHUQDWLRQDO�$FFRXQWLQJ� 6WDQGDUGV��� WKH�$PHULFDQ� VWDQGDUGV�FODVVLI\�WKHP�DV�RSHUDWLQJ�DFWLYLWLHV����,QYHVWLQJ� DFWLYLWLHV� LQFOXGH� WUDQVDFWLRQV� DQG� HYHQWV� LQYROYLQJ� WKH� SXUFKDVH� DQG� VDOH� RI�VHFXULWLHV� �H[FOXGLQJ� FDVK� HTXLYDOHQWV��� ODQG�� EXLOGLQJV�� HTXLSPHQW�� DQG� RWKHU� DVVHWV� QRW�JHQHUDOO\� KHOG� IRU� UHVDOH�� ,W� DOVR� FRYHUV� WKH� PDNLQJ� DQG� FROOHFWLQJ� RI� ORDQV�� ,QYHVWLQJ�DFWLYLWLHV�DUH�QRW�FODVVLILHG�DV�RSHUDWLQJ�DFWLYLWLHV�EHFDXVH�WKH\�KDYH�DQ�LQGLUHFW�UHODWLRQVKLS�WR WKH�FHQWUDO��RQJRLQJ�RSHUDWLRQ�RI�EXVLQHVV��XVXDOO\�WKH�VDOH�RI�JRRGV�RU�VHUYLFHV�����
$OO ILQDQFLQJ�DFWLYLWLHV�GHDO�ZLWK�WKH�IORZ�RI�FDVK�WR�RU�IURP�WKH�EXVLQHVV�RZQHUV��HTXLW\�ILQDQFLQJ��DQG�FUHGLWRUV��GHEW�ILQDQFLQJ���)RU�H[DPSOH��FDVK�SURFHHGV�IURP�LVVXLQJ�FDSLWDO�VWRFN� RU� ERQGV� ZRXOG� EH� FODVVLILHG� XQGHU� ILQDQFLQJ� DFWLYLWLHV�� /LNHZLVH�� SD\PHQWV� WR�UHSXUFKDVH� VWRFN� �WUHDVXU\� VWRFN�� RU� WR� UHWLUH� ERQGV� DQG� WKH� SD\PHQW� RI� GLYLGHQGV� DUH�ILQDQFLQJ�DFWLYLWLHV�DV�ZHOO����,W LV� YHU\� RIWHQ� VWDWHG� LQ� WKH� FRUSRUDWH� ILQDQFH� OLWHUDWXUH� WKDW� LQYHVWLQJ� DQG� ILQDQFLDO�DFWLYLWLHV� DUH� µWZR� VLGHV� RI� WKH� VDPH� FRLQ¶�� 7DNLQJ� QHZ� ORDQ�� IRU� H[DPSOH�� FDXVHV� FDVK�LQIORZ LQ� WKH� FRPSDQ\� DQG� EHORQJV� WR� ILQDQFLDO� DFWLYLWLHV�� ZKHUHDV� JLYLQJ� ORDQ� WR� RWKHU�HQWLW\�VWDQGV�IRU�DQ�RXWIORZ�RI�FDVK�IURP�LQYHVWLQJ�DFWLYLWLHV��6LPLODUO\�� LQWHUHVW�FROOHFWHG�RQ WKH�ORDQ�PDGH�VWDQG�IRU�LQIORZ�IURP�LQYHVWLQJ�DFWLYLWLHV�DQG�LQWHUHVW�SDLG�RQ�D�EDQN�ORDQ�RU FUHGLW�VWDQG�IRU�FDVK�RXWIORZ�IURP�ILQDQFLDO�DFWLYLWLHV����7\SLFDOO\� SRVLWLYH� FDVK� IORZ� IURP� RSHUDWLRQV� LQGLFDWHV� D� GHVLUDEOH� VWDWH� LQ� ZKLFK�FRPSDQ\¶V� FDVK� LQ�IORZV� IURP� VDOHV� RI� JRRGV� DQG� VHUYLFHV� H[FHHG� LWV� FDVK� RXW�IORZV�FRQFHUQLQJ� SD\PHQWV� IRU� LQYHQWRULHV�� VHUYLFHV� SXUFKDVHG� DQG� VDODULHV� SD\PHQWV�� ,W� LV�XVXDOO\� W\SLFDO� IRU� FRPSDQLHV�ZLWK�ZHOO�HVWDEOLVKHG� SURGXFWV� DQG� SRVLWLRQ� LQ� WKH�PDUNHW��ZKLFK FDQ�DIIRUG�IXUWKHU�SURGXFW�GHYHORSPHQW�DQG�PDUNHWLQJ�DFWLYLWLHV��1HJDWLYH�FDVK�IORZ�IURP�RSHUDWLQJ�DFWLYLWLHV� LQGLFDWHV� WKDW�D�EXVLQHVV� LV�FDVKLQJ� OHVV�RQ� LWV� VDOHV�RI�SURGXFWV�WKDQ� VSHQGLQJ� RQ� RSHUDWLRQV�� 1R� EXVLQHVV� FDQ� ODVW� DQG� RSHUDWH� FRQVWDQWO\�ZLWK� QHJDWLYH�FDVK�IORZ�IURP�RSHUDWLRQV����3RVLWLYH� FDVK� IORZ� IURP� LQYHVWLQJ� DFWLYLWLHV� LQGLFDWHV� JURZLQJ� VDOHV� RI� IL[HG� DVVHWV� RU�FROOHFWLRQ� RI� ORDQV� IURP�ERUURZHUV��7KLV�PD\�EH� W\SLFDO� IRU�EXVLQHVVHV� FRQGXFWLQJ� VRPH�GLYHVWLWXUHV�RU�FKDQJLQJ�WKHLU�SURGXFWLRQ�IDFLOLWLHV��,W�LV�D�QHJDWLYH�VLJQ�LI�WKH�FDVK�FROOHFWHG�IURP�LQYHVWLQJ�DFWLYLWLHV�LV�XVHG�WR�FRYHU�VKRUWDJH�RI�FDVK�IURP�RSHUDWLRQV��1HJDWLYH�FDVK�IORZ�IURP�LQYHVWLQJ�DFWLYLWLHV� LV� W\SLFDO�IRU�\RXQJ�EXVLQHVVHV�GHYHORSLQJ�WKHLU�SURGXFWLRQ�IDFLOLWLHV��

7KH� EHORZ� JUDSK� QU� �� VKRZV� KRZ� GLIIHUHQW� DFWLYLWLHV� DUH� EURNHQ� GRZQ� DFFRUGLQJ� WR� WKH�WKUHH�W\SHV�RI�DFWLYLWLHV�DQG�ZKDW�WKHLU�LPSDFW�RQ�FDVK�LV���



���

2SHUDWLQJ $FWLYLWLHV

*UDSK�����������������������&DVK�)ORZV�IURP�WKUHH�GLIIHUHQW�W\SHV�RI�DFWLYLWLHV�

,QFRPH�EHIRUH�WD[DWLRQ�

6DOHV�5HYHQXH�
� &RVWV�RI�VDOHV�� JDLQV� ORVVHV
 JURVV�LQFRPH

3URILW�RQ�VDOHV�RI�IL[HG�DVVHWV�
�

,QFRPH�WD[
,QFUHDVH�LQ�,QYHQWRULHV

,QFUHDVH�LQ�DFF��UHFHLYDEOH
'HFUHDVH�LQ�DFF�SD\DEOH�

'HSUHFLDWLRQ�$PRUWL]DWLRQ

'HFUHDVH�LQ�DFF��UHFHLYDEOH

'HFUHDVH�LQ�LQYHQWRULHV

/RVV�RQ�VDOHV�RQ�IL[HG�DVVHWV�

,QFUHDVH�LQ�$FF��3D\DEOH�

FDVK

6KDUHV7DQJLEOH�)L[HG�DVVHWV

,QWDQJLEOH�)L[HG�$VVHWV

)LQDQFLDO�)L[HG�$VVHWV

,QYHVWLQJ�DFWLYLWLHV )LQDQFLDO�DFWLYLWLHV

'LYLGHQG

/RQJ�WHUP�%RQGV��&UHGLW��/RDQ

3XUFKDVH

3XUFKDVH

3XUFKDVH

3XUFKDVH

6DOH������

6DOH������

6DOH������

�

6DOH�

6DOH�������

6DOH�������

3XUFKDVH

3XUFKDVH
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7KHUH DUH� W\SLFDO� FDVK� IORZV� IRU� WKH� DERYH�GHVFULEHG� W\SHV� RI� EXVLQHVV� DFWLYLWLHV�� 7KH�IROORZLQJ�WDEOH�OLVWV�W\SHV�RI�FDVK�IORZV�W\SLFDO�IRU�WKH�WKUHH�W\SHV�RI�EXVLQHVV�DFWLYLWLHV���
7DEOH������������������������&DVK�IORZV�DFFRUGLQJ�WR�WKH�W\SHV�RI�EXVLQHVV�DFWLYLWLHV��
7\SH�RI�DFWLYLW\� 7KH�PRVW�W\SLFDO�FDVK�IORZV�
2SHUDWLQJ�DFWLYLW\� x &DVK�UHFHLSWV�IURP�VDOHV�RI�JRRGV��SURGXFWV�DQG�VHUYLFHV�x &DVK�UHFHLSWV�IRUP�UHQW��x &DVK�IORZV�IRU�LQYHQWRU\�SXUFKDVHV��x &DVK�SD\PHQWV�IRU�VDODULHV�DQG�ZDJHV��x 3D\PHQWV�IRU�LQFRPH�WD[��
,QYHVWLQJ�DFWLYLW\� x 3XUFKDVHV�RI�IL[HG�DVVHWV�IRU�FDVK�x &DVK�VDOHV�RI�IL[HG�DVVHWV�x &DVK� SXUFKDVHV� RI� ILQDQFLDO� LQYHVWPHQWV� �ERQGV�� VKDUHV��FRPPHUFLDO�SDSHUV�HWF���x &DVK�VDOHV�RI�ILQDQFLDO�LQYHVWPHQWV�LQ�ERQGV��VKDUHV��FRPPHUFLDO�SDSHUV�HWF���DOVR�VKRUW�WHUP��x ,QIORZV�DQG�RXWIORZV�IURP�ERUURZLQJV���
)LQDQFLDO�DFWLYLW\� x 5HFHLSWV�RI�FDVK�IURP�,32¶V��LVVXLQJ�ERQGV��LQFUHDVLQJ�HTXLW\�x 2YHUGUDIWV��ORDQV��FUHGLWV�±�LQFUHDVHV�x ,QWHUHVW�SDLG��RQ�ORDQV��FUHGLWV��ERQGV��x 'LYLGHQGV�SDLG�RXW�
,QYHVWLQJ� DQG� ILQDQFLQJ� DFWLYLWLHV� VHFWLRQV� RI� WKH� VWDWHPHQW� RI� FDVK� IORZV� DUH�VWUDLJKWIRUZDUG�� 7KH� RSHUDWLQJ� DFWLYLWLHV� VHFWLRQ�� KRZHYHU�� LV� PRUH� FRPSOH[�� ,W� UHTXLUHV�DQDO\VLV�RI�RSHUDWLQJ�DFFRXQWV�WKDW�FRQYHUWV�ILJXUHV�IURP�DQ�DFFUXDO�WR�D�FDVK�IRUPDW�� 7KH�JHQHUDO IRUPDW�IRU�D�VWDWHPHQW�RI�FDVK�IORZV�LV�SUHVHQWHG�LQ�WKH�EHORZ�WDEOH�QU�����
�
7DEOH��������������������7KH�JHQHUDO�IRUPDW�IRU�D�VWDWHPHQW�RI�FDVK�IORZV��

&DVK�SURYLGHG��RU�XVHG��E\��
2SHUDWLQJ�DFWLYLWLHV� ��
,QYHVWLQJ�DFWLYLWLHV� ��
)LQDQFLQJ�DFWLYLWLHV� ��

1HW� LQFUHDVH� �GHFUHDVH�� LQ� FDVK� DQG� FDVK�HTXLYDOHQWV� ������ �%�$�
&DVK�DQG�FDVK�HTXLYDOHQWV�DW�EHJLQQLQJ�RI�\HDU� $�
&DVK�DQG�FDVK�HTXLYDOHQWV�DW�HQG�RI�\HDU� %�



���

7KHUH DUH� WZR�PHWKRGV� WKDW� FDQ� EH� XVHG� IRU� FDOFXODWLQJ� DQG� UHSRUWLQJ� WKH� DPRXQW�RI�QHW�FDVK�IORZ�IURP�RSHUDWLQJ�DFWLYLWLHV�� WKH� LQGLUHFW�PHWKRG�DQG� WKH�GLUHFW�PHWKRG��$OWKRXJK�ERWK SURGXFH�LGHQWLFDO�UHVXOWV��WKH�LQGLUHFW�PHWKRG�LV�XVHG�PRUH�RIWHQ�EHFDXVH�LW�UHFRQFLOHV�WKH GLIIHUHQFH� EHWZHHQ� QHW� LQFRPH� DQG� WKH� QHW� FDVK� IORZ� SURYLGHG� E\� RSHUDWLRQV�� %RWK�PHWKRGV�ZLOO�EH�LQWURGXFHG�ZKLOH�GLVFXVVLQJ�W\SHV�RI�FDVK�IORZ�IRUHFDVWV���
������ 7KH�UHODWLRQ�EHWZHHQ�WKH�HOHPHQWV�RI�D�FRPSDQ\�ILQDQFLDO�VWDWHPHQW�
$V H[SODLQHG�LQ�WKH�SUHYLRXV�SDUDJUDSKV��WKH�LQFRPH�VWDWHPHQW�DQG�EDODQFH�VKHHW�DUH�EDVHG�RQ DFFUXDO�DFFRXQWLQJ��ZKLFK�LV�EDVHG�RQ�WKH�FRQFHSW�RI�PDWFKLQJ��7KH�PDWFKLQJ�SULQFLSOH�VWDWHV�WKDW�UHYHQXHV�JHQHUDWHG�DQG�WKH�H[SHQVHV�LQFXUUHG�WR�JHQHUDWH�WKRVH�UHYHQXHV�VKRXOG�EH UHSRUWHG� LQ� WKH� VDPH� LQFRPH� VWDWHPHQW�� 7KLV� HPSKDVL]HV� WKH� FDXVH�DQG�HIIHFW�DVVRFLDWLRQ�EHWZHHQ�UHYHQXH�DQG�H[SHQVH����0DQ\�UHYHQXHV�DQG�H[SHQVHV�UHVXOW�IURP�DFFUXDOV�DQG�DOORFDWLRQV�WKDW�GR�QRW�DIIHFW�FDVK��$�FRPSDQ\�FDQ�RSHUDWH�DW�D�SURILW�DQG�FRQWLQXDOO\�EH�VKRUW�RI�FDVK��,W�FDQ�DOVR�JHQHUDWH�KXJH�LQIORZV RI� FDVK� IURP� RSHUDWLRQV� DQG� VWLOO� UHSRUW� D� ORVV��7KH� VWDWHPHQW� RI� FDVK� IORZV� FDQ�H[SODLQ�KRZ�WKHVH�VLWXDWLRQV�PLJKW�RFFXU��$QVZHUV�WR�WKHVH�TXHVWLRQV�FDQQRW�EH�IRXQG�LQ�WKH RWKHU�ILQDQFLDO�VWDWHPHQWV���6LQFH QHW�LQFRPH�LV�EDVHG�RQ�DFFUXDO�DFFRXQWLQJ��LQFRPH�DQG�FDVK�IORZV�DUH�UDUHO\�HTXDO�LQ�VKRUW WLPH� SHULRGV�� $� FRPSDQ\� PD\� RSHUDWH� IRU� VHYHUDO� \HDUV� EHFDXVH� LWV� FDVK� LQIORZV�H[FHHG�LWV�UHTXLUHG�FDVK�SD\PHQWV��HYHQ�WKRXJK�WKH�FRPSDQ\�PD\�QRW�EH�SURILWDEOH�LQ�WKH�ORQJ UXQ���7KHUH DUH� WZR� FODVVHV� RI� LWHPV� WKDW� FDXVH� GLIIHUHQFHV� EHWZHHQ� LQFRPH� IORZV� DQG� FDVK�IORZV�� LWHPV� WKDW� DSSHDU� RQ� WKH� LQFRPH� VWDWHPHQW� WKDW� GR� QRW� UHSUHVHQW� LQIORZV� DQG�RXWIORZV RI� FDVK�� VXFK� DV� GHSUHFLDWLRQ�� RU� LWHPV� ZKRVH� FDVK� HIIHFWV� GR� QRW� UHODWH� WR�RSHUDWLQJ� DFWLYLWLHV�� VXFK� DV� JDLQV� RQ� WKH� VDOH� RI� GHSUHFLDEOH� DVVHWV�� DQG� RSHUDWLQJ� FDVK�LQIORZV DQG�RXWIORZV�WKDW�GR�QRW�DSSHDU�RQ�WKH�LQFRPH�VWDWHPHQW��WKDW�PXVW�EH�UHSRUWHG�RQ�WKH VWDWHPHQW�RI�FDVK�IORZV��)RU�H[DPSOH�D�FRPSDQ\�PD\�FROOHFW�LQ�WKH�FXUUHQW�SHULRG�FDVK�DULVLQJ�IURP�FUHGLW�VDOHV�PDGH�LQ�D�SUHYLRXV�SHULRG���$V VKRZQ� RQ� WKH� EHORZ� JUDSK�� EDODQFH� VKHHW�� SURILW� DQG� ORVV� VWDWHPHQW� DQG� FDVK� IORZ�VWDWHPHQW� DUH� FORVHO\� UHODWHG� WR� HDFK� RWKHU�� 7KH\� IRUP� D� FORVHG� V\VWHP� LQ� ZKLFK� DOO�WUDQVDFWLRQV� RFFXUULQJ� LQ� UHSRUWLQJ� SHULRG� DUH� UHJLVWHUHG� VR� WKDW� XVHUV� RI� WKH� LQIRUPDWLRQ�SURGXFHG�FDQ�XQGHUVWDQG�WKH�SURFHVV�RI�FUHDWLQJ�YDOXH�DGGHG��SURILW�DQG�ORVV�VWDWHPHQW��DV�ZHOO DV� KRZ� WKH� FRPSDQ\� OLTXLGLW\� �FDVK� IORZ� VWDWHPHQW�� ZDV� DIIHFWHG� E\� WKH� FRPSDQ\�GHFLVLRQV� DQG� RSHUDWLRQV�� 7KH� EDODQFH� VKHHW� VKRZV� WKH� ILQDO� RXWFRPH� RI� WKH� DERYH�VLWXDWLRQV�SUHVHQWHG�LQ�3	/�DQG�&)6�6WDWHPHQWV���
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*UDSK�������5HODWLRQV�EHWZHHQ�WKH�HOHPHQWV�RI�D�FRPSDQ\�ILQDQFLDO�VWDWHPHQW�
�

3URILW�DQG�/RVV�6WDWHPHQW�

&DVK� ± RSHQLQJ�
EDODQFH�

&DVK�± FORVLQJ�
EDODQFH

&DVK�)ORZ�6WDWHPHQW�

2SHQLQJ�%DODQFH��
$V RI�����������;

$FFRXQWV�
5HFHLYDEOH�

$FFRXQWV�
3D\DEOH�

&DVK�

&ORVLQJ�%DODQFH���
$V RI�����������;

$FFRXQWV�
5HFHLYDEOH

$FFRXQWV�
3D\DEOH�

&DVK��

�

&RVWV��ZKLFK�KDYH QRW�FDXVHG�FDVK�
RXWIORZV�

&RQWURO��1HW�LQFRPH

6DOHV�ZKLFK�KDYH�QRW�FDXVHG�FDVK�LQIORZV�

6DOHV�ZKLFK�FDXVHG�FDVK�LQIORZV�
&RVWV�ZKLFK�FDXVHG�FDVK�
RXWIORZV�

�

�

�

� �
�

�

�

�
�

&DVK�IORZV�IURP�LQYHVWLQJ�DQG�ILQDQFLDO�
DFWLYLWLHV�

&DVK�IORZV�IURP�LQYHVWLQJ�DQG�ILQDQFLDO�DFWLYLWLHV
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D� &DVK�RSHQLQJ�EDODQFH�LV�WKH�VWDUWLQJ�SRLQW�IRU�&)6��7KH�FDVK�FORVLQJ�EDODQFH�VWDQGV�IRU�WKH ILQDO�LWHP�RI�&6)��E� 7KH� 3	/� VWDWHPHQW� KDV� DQ� LPSDFW� RQ� WKH� &)6� 6WDWHPHQW� E\� VDOHV� DQG� FRVWV� RI� WKH�UHSRUWLQJ�SHULRG��ZKLFK�KDYH�QRW�EHHQ�SDLG�IRU�LQ�WKH�VDPH�SHULRG��F� 6DOHV�DQG�FRVWV�ZKLFK�RFFXUUHG�LQ�WKH�SUHYLRXV�SHULRGV�DQG�KDYH�QRW�DV�\HW�EHHQ�SDLG�IRU�DFFRXQWV�IRU�EDODQFH�VKHHW�LWHPV��DVVHWV�DQG�OLDELOLWLHV��DV�RI�WKH�HQG�RQ�WKH�IRUPHU�ILQDQFLDO�UHSRUWLQJ�SHULRG��,I�WKHLU�EDODQFH�FKDQJHV�GXULQJ�WKH�FXUUHQW�ILQDQFLDO�SHULRG��WKH FKDQJH�ZLOO�LQIOXHQFH�WKH�FRPSDQ\�&)6�VWDWHPHQW���G� &XUUHQW�6DOHV�DQG�FRVWV�ZKLFK�KDYH�QRW�FDXVHG�FDVK�PRYHPHQWV�ZLOO�FDXVH�FDVK�IORZV�LQ WKH� QH[W� SHULRGV� DQG� EHFDXVH� RI� WKDW� WKH\�ZLOO� EHFRPH� EDODQFH� VKHHW� LWHPV� LQ� WKH�FORVLQJ�EDODQFH�IRU�WKH�FXUUHQW�SHULRG��H� $OVR�EDODQFH�VKHHW� LWHPV�UHJDUGLQJ�WKH�LQYHVWLQJ�DQG�ILQDQFLDO�DFWLYLWLHV�RI�D�EXVLQHVV�ZLOO KDYH�LPSDFW�RQ�WKH�FRPSDQ\�&)6��)RU�H[DPSOH��D�ORDQ�UHSD\PHQW�ZLOO�EH�D�UHDVRQ�RI FDVK�RXWIORZ�IURP�ILQDQFLDO�DFWLYLWLHV�DQG�FDVK�UHFHLSW� IURP�D�IL[HG�DVVHW�VDOH�ZLOO�EHFRPH�D�FDVK�LQIORZ�IURP�LQYHVWLQJ�DFWLYLWLHV���I�� 6RPH� FDVK� IORZV� IURP� LQYHVWLQJ� DQG� ILQDQFLDO� DFWLYLWLHV� RI� D� EXVLQHVV� PD\� DOVR�LQIOXHQFH EDODQFH�VKHHW�LWHPV��IRU�H[DPSOH�FDVK�UHFHLSWV�IURP�,32¶V��J� $IWHU�SUHSDULQJ�%6�DQG�3	/�VWDWHPHQWV��ZH�KDYH�WR�PDNH�VXUH�WKDW�WKH�DPRXQW�RI�QHW�LQFRPH�LV�WKH�VDPH�LQ�WKH�ERWK�VWDWHPHQWV��7KLV�LV�DQ�LPSRUWDQW�FRQGLWLRQ�RI�EDODQFLQJ�WKH ZKROH�V\VWHP��
7KH� UHODWLRQV� SUHVHQWHG� RQ� WKH� DERYH� JUDSK� FDQ� EH� XVHG� H[� SRVW� �IURP� WKH� KLVWRULFDO�SHUVSHFWLYH��LQ�WKH�FRPSDQ\�UHSRUWV�DQG�DQDO\VHV�SURYLGHG�IRU�WKH�FRPSDQ\�RZQHUV�DQG�WKH�H[WHUQDO� XVHUV� RI� ILQDQFLDO� LQIRUPDWLRQ�� ,WV� VHFRQG�� SHUKDSV� HYHQ� PRUH� LPSRUWDQW�DSSOLFDWLRQ� LV� SUHSDULQJ� SUR� IRUPD� EXGJHWV� DQG� IRUHFDVWLQJ� WKH� IXWXUH� FDVK� IORZV� �FDVK�IORZV�H[�DQWH���ZKLFK�FDQ�EH�XVHG�E\�WKH�FRPSDQ\�PDQDJHUV�DQG�GLUHFWRUV�LQ�WKHLU�GHFLVLRQ�SURFHVVHV����

���� 7KH�'HILQLWLRQ��(OHPHQWV��DQG�3ULQFLSOHV�RI�&DVK�)ORZ�)RUHFDVWLQJ�
�

������ 'HILQLWLRQ�RI�&DVK�)RUHFDVW�
�$ FDVK� IRUHFDVW� �EXGJHW�� LV� D� SUHVHQWDWLRQ� RI� FDVK� UHVXOWV� EDVHG� XSRQ� DVVXPSWLRQV� DERXW�FRQGLWLRQV�DQG�DFWLRQV�H[SHFWHG�WR�H[LVW�RU�RFFXU�GXULQJ�WKH�IRUHFDVW�SHULRG��&RQWDLQHG�ZLWKLQ�WKH�DERYH�GHILQLWLRQ�WKHUH�DUH�IRXU�SRLQWV�WR�XQGHUVWDQG����� 7KH� WLPH� SHULRG� �IRUHFDVW� SHULRG�� IRU� PDNLQJ� WKH� SODQ� DQG� FDVK� IRUHFDVW� PXVW� EH�GHILQHG��2SWLRQV�ZLOO�EH�GLVFXVVHG�ODWHU����� &HUWDLQ�DVVXPSWLRQV�DERXW�ZKDW�LV�JRLQJ�WR�KDSSHQ�PXVW�EH�PDGH�DQG�GRFXPHQWHG�WR�SURMHFW�WKH�FDVK�UHVXOW��0DNLQJ�DVVXPSWLRQV�DERXW�ZKDW�LV�JRLQJ�WR�KDSSHQ�LQ�WKH�IXWXUH�LV�D�OLWWOH�VFDU\�IRU�VRPH�VPDOO�EXVLQHVV�SHRSOH��,I�D�EXVLQHVV�LV�ZLOOLQJ�DQG�DEOH�WR�WKLQN�



���

DKHDG� DQG�PDNH� SODQV� DQG� DVVXPSWLRQV�� LW� LV� WDNLQJ� D� JLDQW� VWHS� WRZDUG� WKH� JRDO� RI�WDNLQJ�FRQWURO�RI�WKH�FDVK�IORZ����� 7R�EH�FRPSOHWH�DQG�XQGHUVWDQGDEOH��D�FDVK�IRUHFDVW�PXVW�EH�SUHSDUHG�LQ�ZULWWHQ�IRUP��VR WKDW�LW�FDQ�EH�UHYLHZHG��HGLWHG�LW�DQG�FRUUHFWHG��,W�PD\�VHHP�HDVLHU�WR��FRPH�XS�ZLWK�D QXPEHU�ZLWK�D�FDOFXODWRU´��EXW�E\�GRLQJ�VR��DQ�RUJDQL]HG�ZD\� WR�HYDOXDWH�ZKDW�KDV�EHHQ�GRQH�VR�WKH�IRUHFDVW�FDQ�EH�LPSURYHG�ZLOO�QRW�EH�SURYLGHG����� 6SHFLILF�DFWLRQV�EDVHG�XSRQ�WKH�DVVXPSWLRQV�PXVW�EH�WDNHQ�WR�FDXVH�WKH�SODQV�DQG�JRDOV�WR FRPH�WR�OLIH��7KLV�LV�FDOOHG��DFWLYH�PDQDJHPHQW���,I�VRPHWKLQJ�LV�H[SHFWHG�WR�RFFXU�LQ D�EXVLQHVV�DQG�SODQV�DUH�WR�EH�PDGH�EDVHG�XSRQ�WKDW�DVVXPSWLRQ��GHILQLWLYH�VWHSV�RU�DFWLRQV�VKRXOG�EH�WDNHQ�WR�FDXVH�WKH�SODQ�WR�EHFRPH�UHDOLW\��
7R� VXPPDUL]H� WKLV� GHILQLWLRQ�� ILUVW� WKH� IRUHFDVW� SHULRG� VKRXOG� EH� GHILQHG�� DQG� WKHQ�DVVXPSWLRQV�VKRXOG�EH�PDGH�DERXW�ZKDW�LV�JRLQJ�WR�KDSSHQ��QH[W�D�ZULWWHQ�SUHVHQWDWLRQ�RI�WKH�IRUHFDVW�VKRXOG�EH�PDGH��DQG�WKHQ�VSHFLILF�DFWLRQV�WR�FDXVH�WKH�SODQ�WR�KDSSHQ�VKRXOG�EH WDNHQ���$V DOUHDG\� GLVFXVVHG�� WKH� PDLQ� VRXUFHV� RI� FDVK� LQIORZV� WR� D� EXVLQHVV� DUH� UHFHLSWV� IURP�VDOHV� LQFUHDVHV� LQ� EDQN� ORDQV�� SURFHHGV� RI� VKDUH� LVVXHV� DQG� DVVHW� GLVSRVDOV�� DQG� RWKHU�LQFRPH� VXFK� DV� LQWHUHVW� HDUQHG�� &DVK� RXWIORZV� LQFOXGH� SD\PHQWV� WR� VXSSOLHUV� DQG� VWDII��FDSLWDO�DQG�LQWHUHVW�UHSD\PHQWV�IRU�ORDQV��GLYLGHQGV��WD[DWLRQ�DQG�FDSLWDO�H[SHQGLWXUH���1HW FDVK�IORZ�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�LQIORZV�DQG�RXWIORZV�ZLWKLQ�D�JLYHQ�SHULRG��$�SURMHFWHG�FXPXODWLYH�SRVLWLYH�QHW�FDVK�IORZ�RYHU�VHYHUDO�SHULRGV�KLJKOLJKWV�WKH�FDSDFLW\�RI�D EXVLQHVV� WR� JHQHUDWH� VXUSOXV� FDVK� DQG�� FRQYHUVHO\�� D� FXPXODWLYH� QHJDWLYH� FDVK� IORZ�LQGLFDWHV�WKH�DPRXQW�RI�DGGLWLRQDO�FDVK�UHTXLUHG�WR�VXVWDLQ�WKH�EXVLQHVV���&DVK�IORZ�SODQQLQJ�HQWDLOV� IRUHFDVWLQJ�DQG� WDEXODWLQJ�DOO�VLJQLILFDQW�FDVK�LQIORZV�UHODWLQJ�WR� VDOHV�� QHZ� ORDQV�� LQWHUHVW� UHFHLYHG� HWF�� DQG� WKHQ� DQDO\]LQJ� LQ� GHWDLO� WKH� WLPLQJ� RI�H[SHFWHG�SD\PHQWV� UHODWLQJ� WR� VXSSOLHUV��ZDJHV��RWKHU�H[SHQVHV�� FDSLWDO� H[SHQGLWXUH�� ORDQ�UHSD\PHQWV��GLYLGHQGV��WD[��LQWHUHVW�SD\PHQWV�HWF��7KH�GLIIHUHQFH�EHWZHHQ�WKH�FDVK�LQ��DQG�RXW�IORZV�ZLWKLQ� D� JLYHQ� SHULRG� LQGLFDWHV� WKH� QHW� FDVK� IORZ��:KHQ� WKLV� QHW� FDVK� IORZ� LV�DGGHG WR� RU� VXEWUDFWHG� IURP� RSHQLQJ� EDQN� EDODQFHV�� DQ\� OLNHO\� VKRUW�WHUP� EDQN� IXQGLQJ�UHTXLUHPHQWV�FDQ�EH�DVFHUWDLQHG��7KHUH�LV�QR�VLQJOH�EHVW�ZD\�WR�VHW�RXW�D�FDVK�IORZ�IRUHFDVW��6RPH�UHILQHPHQWV�WR�WKH�PRVW�EDVLF ZD\V� RI� VHWWLQJ� RXW� WKH� LQIRUPDWLRQ� ZLOO� JLYH� D� PRUH� VRSKLVWLFDWHG� YLHZ� RI� WKH�EXVLQHVV¶V�VLWXDWLRQ���:LWK WKHVH�WZR�W\SHV�RI�FDVK�IORZ�VHSDUDWHG�WKH�VHOI�VXIILFLHQF\�RI�WKH�GD\�WR�GD\�ZRUNLQJ�FDQ EH�JDXJHG��$�QHW�RXWIORZ�LQ�RSHUDWLRQDO�FDVK�IORZ�LV�XVXDOO\�DQ�LQGLFDWRU�RI�SUREOHPV�WKDW�QHHG�WR�EH�DGGUHVVHG�TXLFNO\�
&DVK� IORZ� IRUHFDVWLQJ� HQDEOHV� WKH� PDQDJHUV� WR� SUHGLFW� SHDNV� DQG� WURXJKV� LQ� WKH� FDVK�EDODQFH��,W�KHOSV�SODQ�ERUURZLQJ�DQG�WHOOV�KRZ�PXFK�VXUSOXV�FDVK�WKH�EXVLQHVV�LV�OLNHO\�WR�KDYH�DW�D�JLYHQ�WLPH��0DQ\�EDQNV�UHTXLUH�IRUHFDVWV�EHIRUH�FRQVLGHULQJ�D�ORDQ��



���

������ (OHPHQWV�RI�D�FDVK�IORZ�IRUHFDVW�
7KH FDVK�IORZ�IRUHFDVW�LGHQWLILHV�WKH�VRXUFHV�DQG�DPRXQWV�RI�FDVK�FRPLQJ�LQWR�WKH�EXVLQHVV�DQG WKH�GHVWLQDWLRQV�DQG�DPRXQWV�RI�FDVK�JRLQJ�RXW�RYHU�D�JLYHQ�SHULRG��7KHUH�DUH�QRUPDOO\�WZR FROXPQV�OLVWLQJ�IRUHFDVW�DQG�DFWXDO�DPRXQWV�UHVSHFWLYHO\��7KH�IRUHFDVW�LV�XVXDOO\�GRQH�IRU�D�\HDU�RU�TXDUWHU�LQ�DGYDQFH�DQG�GLYLGHG�LQWR�ZHHNV�RU�PRQWKV��,W�LV�EHVW�WR�SLFN�SHULRGV�GXULQJ�ZKLFK�PRVW�RI�WKH�IL[HG�FRVWV���VXFK�DV�VDODULHV���JR�RXW����7KH IRUHFDVW�OLVWV��x UHFHLSWV��x SD\PHQWV��x H[FHVV RI�UHFHLSWV�RYHU�SD\PHQWV���ZLWK�QHJDWLYH�ILJXUHV�VKRZQ�LQ�EUDFNHWV��x RSHQLQJ�EDQN�EDODQFH��x FORVLQJ EDQN�EDODQFH��
,W� LV� LPSRUWDQW� WR�EDVH� LQLWLDO� VDOHV� IRUHFDVWV�RQ� UHDOLVWLF� HVWLPDWHV�� ,Q� FDVH�RI�HVWDEOLVKHG�EXVLQHVVHV�� DQ� DFFHSWDEOH� PHWKRG� LV� WR� FRPELQH� VDOHV� UHYHQXHV� IRU� WKH� VDPH� SHULRG� ���PRQWKV�HDUOLHU�ZLWK�SUHGLFWHG�JURZWK��7KH�IRUHFDVW�LV�D�OLYH�HQWLW\��,W�ZLOO�QHHG�DGMXVWLQJ�LQ�OLQH�ZLWK�ORQJ�WHUP�FKDQJHV�WR�DFWXDO�SHUIRUPDQFH�RU�PDUNHW�WUHQGV����
(IIHFWLYH�FDVK�IORZ�PDQDJHPHQW�LV�DV�FULWLFDO�WR�EXVLQHVV�VXUYLYDO�DV�SURYLGLQJ�VHUYLFHV�RU�SURGXFWV��6RPH�RI�WKH�NH\�SULQFLSOHV�WR�KHOS�UHGXFH�WKH�WLPH�JDS�EHWZHHQ�H[SHQGLWXUH�DQG�UHFHLSW�RI�LQFRPH�DUH�WKH�IROORZLQJ��
&XVWRPHU�PDQDJHPHQW�

x 'HILQLQJ D�FUHGLW�SROLF\�WKDW�FOHDUO\�VHWV�RXW�WKH�VWDQGDUG�SD\PHQW�WHUPV���x ,VVXLQJ�LQYRLFHV�SURPSWO\�DQG�UHJXODU�FKDVLQJ�RXWVWDQGLQJ�SD\PHQWV��XVLQJ�DQ�DJHG�GHEWRU� DQDO\VLV� WR� NHHS� WUDFN� RI� LQYRLFHV� WKDW� DUH� RYHUGXH� DQG� PRQLWRU� WKH�SHUIRUPDQFH�LQ�JHWWLQJ�SDLG����x &RQVLGHULQJ�H[HUFLVLQJ�WKH�ULJKW�WR�FKDUJH�SHQDOW\�LQWHUHVW�IRU�ODWH�SD\PHQW��x &RQVLGHULQJ�RIIHULQJ�GLVFRXQWV�IRU�SURPSW�SD\PHQW���x 1HJRWLDWLQJ�GHSRVLWV�RU�VWDJHG�SD\PHQWV�IRU�ODUJH�FRQWUDFWV���x &RQVLGHULQJ�XVLQJ�D� WKLUG�SDUW\� WR�EX\�\RXU� LQYRLFHV� LQ� UHWXUQ�IRU�D�SHUFHQWDJH�RI�WKH�WRWDO��IDFWRULQJ���
6XSSOLHU�PDQDJHPHQW�

x $VNLQJ�IRU�H[WHQGHG�FUHGLW�WHUPV���x *LYLQJ�VXSSOLHUV�LQFHQWLYHV�VXFK�DV�ODUJH�RU�UHJXODU�RUGHUV�PD\�KHOS��EXW�WKHUH�KDYH�WR�EH�D�PDUNHW�IRU�WKH�RUGHUV�SODFHG���x $OWHUQDWLYHO\��FRQVLGHULQJ�UHGXFLQJ�VWRFN�OHYHOV�DQG�XVLQJ�MXVW�LQ�WLPH�V\VWHPV��
$VVHW�PDQDJHPHQW�

x &RQVLGHULQJ� OHDVLQJ� IL[HG� DVVHWV� �HTXLSPHQW��� RU� EX\LQJ� WKHP� RQ� KLUH� SXUFKDVH��%X\LQJ�RXWULJKW�FDQ�UHVXOW�LQ�D�KXJH�GUDLQ�RQ�FDVK�LQ�WKH�ILUVW�\HDU�RI�EXVLQHVV���



���

)DFWRUV�KLQGHULQJ�FDVK�IORZ��
x 3RRU FUHGLW� FRQWUROV� �� IDLOXUH� WR� UXQ� FUHGLW� FKHFNV� RQ� FXVWRPHUV� LV� D� KLJK�ULVN�VWUDWHJ\��HVSHFLDOO\�LI�WKH�GHEW�FROOHFWLRQ�LV�LQHIILFLHQW���x )DLOXUH�WR�IXOILO�DQ�RUGHU�±�ODFN�RI�GHOLYHU\�UHVXOWV�LQ�ODFN�RI�SD\PHQW��x ,QHIIHFWLYH�PDUNHWLQJ���LI�VDOHV�DUH�VWDJQDWLQJ�RU�IDOOLQJ��PDUNHWLQJ�SODQ�VKRXOG�EH�UHYLVHG��$UH�FXVWRPHUV�SURSHUO\�WDUJHWHG"��x ,QHIILFLHQW�RUGHULQJ�VHUYLFH���x 3RRU PDQDJHPHQW� DFFRXQWLQJ� ��.H\� DFFRXQWLQJ� UDWLRV� FDQ� DOHUW� WR� DQ� LPSHQGLQJ�FDVK�IORZ�FULVLV�RU�SUHYHQW�IURP�WDNLQJ�RUGHUV�ZKLFK�FDQ
W�EH�KDQGOHG��x ,QDGHTXDWH� VXSSOLHU� PDQDJHPHQW� �� �� 6XSSOLHUV¶� RYHUFKDUJLQJ�� RU� WDNLQJ� WRR� ORQJ�GHOLYHU\�WLPHV�����



���

� 7KH�7KHRU\�RI�&DVK�)ORZ�0DQDJHPHQW��
�
���� 0RWLYHV��2EMHFWLYHV��DQG�7LPH�)UDPHV�RI�&DVK�)RUHFDVWV�
�
������ 5HDVRQV�IRU�FDVK�IRUHFDVWLQJ�
,W�SD\V� WR� IRUHFDVW�FDVK��$FFRUGLQJ� WR�D�VXUYH\�RI�����FRPSDQLHV�FRQGXFWHG�E\�&KLFDJR�EDVHG FRQVXOWLQJ� ILUP� 7UHDVXU\� 6WUDWHJLHV�� LQYHVWRUV� ZKR� H[HFXWH� DQ� HIIHFWLYH� FDVK�IRUHFDVWLQJ�SURJUDP�JDLQ����EDVLV�SRLQWV�RI�DGGHG�SRUWIROLR�UHWXUQ�RYHU�WKHLU�LQGXVWU\�SHHUV�ZKR GRQ¶W��
7KH�VWXG\�IRXQG�WKDW�RQO\�����RI�UHVSRQGLQJ�ILUPV�XVH�IRUPDOL]HG�IRUHFDVWLQJ�PRGHOV�RU�SURFHVVHV��7KH�UHDVRQV�ZK\�YDULHG�IURP�WKH�XQUHOLDELOLW\�DQG�LUUHJXODULW\�RI�LQFRPLQJ�GDWD�WR�FRVWV��ODFN�RI�WLPH�WR�GHYRWH�WR�IRUHFDVWLQJ��DQG�QRW�KDYLQJ�D�FOHDQ�DFFRXQW�VWUXFWXUH�ZLWK�EDQNV��'DWD� DUH� FULWLFDO� WR� HIIHFWLYH� FDVK� IRUHFDVWLQJ� DQG� WKHVH� LQIRUPDWLRQ� IORZV�DUH�QRW�DOZD\V�VHW�XS�SURSHUO\��
,Q� FRPSDQLHV� WKDW� KDYH� ERWK� FXVWRPHU� UHODWLRQVKLS� PDQDJHPHQW� �&50�� DQG� HQWHUSULVH�UHVRXUFH�SODQQLQJ� �(53�� V\VWHPV�� LQIRUPDWLRQ�PD\�DSSHDU�FRRUGLQDWHG��%XW� WKH� UHDOLW\� LV�HDFK VXEVLGLDU\�GHSDUWPHQW� PD\� QRW� UHSRUW� DOO� WKHLU� LQIRUPDWLRQ�� ZKLFK� ZRXOG� UHQGHU�IRUHFDVWLQJ�LQDFFXUDWH�����
+RZHYHU�� DW� VRPH� FRPSDQLHV� FDVK� IRUHFDVWLQJ� SURJUDPV� DUH� XQGLVFLSOLQHG� DQG� GRQ¶W�DOZD\V� FRPSO\�ZLWK� HVWDEOLVKHG�SROLFLHV��:KHQ�SODQQLQJ� WKH� VKRUW��RU� ORQJ�WHUP�IXQGLQJ�UHTXLUHPHQWV� RI� D� EXVLQHVV�� LW� LV�PRUH� LPSRUWDQW� WR� IRUHFDVW� WKH� OLNHO\� FDVK� UHTXLUHPHQWV�WKDQ�WR�SURMHFW�SURILWDELOLW\��:KLOVW�SURILW��WKH�GLIIHUHQFH�EHWZHHQ�VDOHV�DQG�FRVWV�ZLWKLQ�D�VSHFLILHG�SHULRG�� LV�D�YLWDO� LQGLFDWRU�RI� WKH�SHUIRUPDQFH�RI�D�EXVLQHVV�� WKH�JHQHUDWLRQ�RI�D�SURILW GRHV� QRW� QHFHVVDULO\� JXDUDQWHH� LWV� GHYHORSPHQW�� RU� HYHQ� WKH� VXUYLYDO�� 0RUH�EXVLQHVVHV�IDLO�IRU�ODFN�RI�FDVK�IORZ�WKDQ�IRU�ZDQW�RI�SURILW��
+DYLQJ YLVLELOLW\� LQWR� WKH� HIIHFWLYHQHVV� RI� WKH� FUHGLW� DQG� FROOHFWLRQV� RSHUDWLRQ� LV� YLWDO� WR�DFFXUDWHO\� IRUHFDVWLQJ� FDVK��7KH� EHORZ� JUDSK� �*UDSK� ��� VKRZV� WKH� SODFH� RI� FDVK�PDQDJHPHQW�EHWZHHQ�WKH�FRPSDQ\��FDVK�DSSOLFDWLRQ�DQG�ZRUNIORZ���

*UDSK�������������������3ODFH�RI�FDVK�PDQDJHPHQW�DFWLYLWLHV�LQ�D�EXVLQHVV�
�



���

������ 2EMHFWLYHV�RI�FDVK�IRUHFDVWLQJ�
,Q WKH�FXUUHQW�HFRQRP\��FDVK�LV�WKH�NLQJ��DQG�FDVK�IRUHFDVWLQJ�LV�PRUH�LPSRUWDQW�WKDQ�LW�KDV�HYHU�EHHQ��&DVK�LV�QRW�DV�UHDGLO\�DYDLODEOH�DV�LW�ZDV�EHIRUH��VR�FRPSDQLHV�DUH�ORRNLQJ�LQWR�ZD\V WR�JDLQ�EHWWHU�YLVLELOLW\�LQWR�FDVK�IORZ�DQG�WR�PRQLWRU�LW�IRU�EHWWHU�SODQQLQJ��7KHUH�LV�D�JURZLQJ�QHHG� IRU�FRPSDQLHV� WR� IRUHFDVW�PRUH�DFFXUDWHO\�EHFDXVH� LQ�DGGLWLRQ� WR� WLJKWHQHG�FDVK� IORZ�� WKHUH� LV� DQ� LQFUHDVLQJ� QHHG� IRU� WLPHO\� IRUHFDVWV�� DV� PDUNHW� FRQGLWLRQV� KDYH�EHFRPH�YRODWLOH��
,Q RUGHU� WR� PDNH� ZHOO� LQIRUPHG� FDVK�� OLTXLGLW\� DQG� IRUHLJQ� H[FKDQJH� PDQDJHPHQW�GHFLVLRQV�� WKH� &RUSRUDWH� &RQWUROOHU� RU� 7UHDVXUHU� QHHGV� FDVK� IORZ� SURMHFWLRQV� WR� EH� DV�DFFXUDWH�DV�SRVVLEOH�� ,Q� IDFW��RQH�RI� WKH�SULPDU\�REMHFWLYHV�RI�RSHUDWLRQDO�IRUHFDVWV�DUH�WR�VHUYH DV�WKH�EDVLV�IRU�GHULYLQJ�UHDOLVWLF�FDVK�IORZV��8VXDOO\�FRPSDQ\�VSHFLILF�FRQGLWLRQV�VHW�WKH SDUDPHWHUV� IRU� FDVK� IRUHFDVWLQJ�� EXW� RYHUDOO� REMHFWLYHV� DQG� GLIILFXOWLHV� UHPDLQ�FRQVLVWHQW�DFURVV�DOO�VHFWRUV���
$FFXUDWH FDVK� IRUHFDVWLQJ� HQDEOHV� FRPSDQLHV� WR� HQVXUH� OLTXLGLW\�� PD[LPL]H� LQYHVWPHQW�LQFRPH��PLQLPL]H�ERUURZLQJ�FRVWV��VHFXUH�QHZ�OLQHV�RI�FUHGLW��PDQDJH�FXUUHQF\�H[SRVXUHV�DQG DQWLFLSDWH� ILQDQFLDO� ULVN�� &RPSDQLHV� WKDW� GRQ
W� SURGXFH� JRRG� FDVK� IRUHFDVWV� DUH�SHQDOL]HG�LQ�WKH�PDUNHWV�DQG�E\�WKHLU�EDQNHUV�DQG�EXVLQHVV�SDUWQHUV��$IWHU�ZLWQHVVLQJ�WKH�SXQLVKPHQW�WKDW�WKH�FDSLWDO�PDUNHWV�KDYH�LQIOLFWHG�IRU�PLVVLQJ�HDUQLQJV�HVWLPDWHV��LW�LV�HDV\�WR XQGHUVWDQG�ZK\�IRUHFDVWLQJ�LV�D�SULRULW\�IRU�&(2¶V�DQG�&)2V���
)RUHFDVWLQJ� LV� DQ� H[WUDRUGLQDULO\� GLIILFXOW� WDVN�� EXW� FRPSDQLHV� DUH� DFKLHYLQJ� JUHDWHU�DFFXUDF\� DQG� SXVKLQJ� WKHLU� IRUHFDVWV� IXUWKHU� RXW� E\� H[SORLWLQJ� QHZ� WHFKQRORJ\� DQG�LPSURYHG� PRGHOOLQJ� WHFKQLTXHV� DQG� E\� HQVXULQJ� WKDW� EXVLQHVV� XQLWV� VXEPLW� WLPHO\��FRPSUHKHQVLYH�SURMHFWLRQV��%HFDXVH�WKH�YDULDEOHV�LQYROYHG�GHSHQG�HQWLUHO\�RQ�D�FRPSDQ\
V�EXVLQHVV� OLQHV� DQG� FDVK� F\FOHV�� QR� VLQJOH� IRUHFDVWLQJ� DSSURDFK� LV� PHDQLQJIXO� IRU� DOO�RUJDQL]DWLRQV�� +RZHYHU�� PRVW� FRPSDQLHV� VKDUH� VLPLODU� IRUHFDVWLQJ� REMHFWLYHV� DQG� IDFH�FRPPRQ�SUREOHPV�����
7KH�W\SHV�RI�TXHVWLRQV�WKDW�D�FDVK�IRUHFDVW�DLPV�WR�DQVZHU�DUH��

x :LOO WKH�EXVLQHVV�KDYH�WR�ERUURZ�PRQH\�QH[W�\HDU"��x :KHQ�H[DFWO\�ZLOO�WKH�FDVK�EH�QHHGHG"��x :KHQ�PLJKW�EH�WKH�EHVW�WLPH�WR�PDNH�WKH�GRZQ�SD\PHQW�RQ�DQ�H[SDQVLRQ"�
$ IRUHFDVW� LV�VLPSO\�D� UHFRUG�RI�SUREDEOH� LQFRPH�DQG�H[SHQGLWXUHV� IRU�D�IXWXUH�SHULRG��,W�ZRQ
W�VROYH�FDVK�PDQDJHPHQW�SUREOHPV��EXW�LW�ZLOO�SURYLGH�WKH�LQIRUPDWLRQ�DQG�FRQWURO�WKH��QHHG WR� GHDO� ZLWK� WKHP��:LWK� D� ZULWWHQ� FDVK� IRUHFDVW�� LW� LV� SRVVLEOH� WR� IRUHVHH� ZKHQ� WR�H[SHFW�D�FDVK�VKRUWDJH�RU�H[FHVV�VR�WKDW�ERUURZLQJV�DQG�LQYHVWPHQWV�FDQ�EH�SODQQHG��,W�ZLOO�DOVR�KHOS�WR�VKRZ�OHQGHUV�H[DFWO\�ZKHQ�DQG�KRZ�\RX
OO�SD\�WKHP�EDFN���
$ FDVK�IRUHFDVW�DOVR�VHUYHV�DV�D�FRQWURO�PHFKDQLVP�LI�SURMHFWHG�ILJXUHV�DUH�FRPSDUHG�ZLWK�DFWXDO� ILJXUHV��'LVFUHSDQFLHV�ZLOO�EH�FOHDUO\�YLVLEOH� LI� WKHUH�LV�D�FDVK�EXGJHW�DYDLODEOH�IRU�UHYLHZ���WKRXJK�WKH�EXGJHW�ZRQ
W�WHOO�WKH�UHDVRQV�IRU�D�SUREOHP��1R�PDWWHU�ZKDW�FDXVHV�WKH�SUREOHP�WKH�VPDOOHU�UHFHLSW�ZLOO�LQGLFDWH�LW�DQG�WKH�FDVK�IRUHFDVW�ZLOO�KHOS�WR�NHHS�ILQJHUV�RQ FRPSDQ\
V�SXOVH��
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&DVK�SURMHFWLRQ��ZLWK�PRQWKO\�SHUIRUPDQFH�UHYLHZV�DQG�UHYLVLRQV��LV�WKH�ILUVW�VWHS�WR�VRXQG�FDVK�PDQDJHPHQW�� )URP�KHUH�� RZQHUV� FDQ�JR�RQ� WR�SURSHUO\� WLPH� ORDQV� DQG� UHSD\PHQWV��DVVHVV�WKH�LPSDFW�RI�ERUURZLQJV�DQG�LQYHVWPHQWV��DQG�ILQH�WXQH�WKH�FRPSDQ\
V�FDVK�QHHGV�IRU�FRQWLQXHG�JURZWK�
&RPSDQLHV� FDQ� ORRN� WR� WKHLU� ILQDQFLDO� VHUYLFHV� SURYLGHUV� IRU� KHOS� LQ� LPSURYLQJ� FDVK�IRUHFDVWLQJ� DQG� HQVXULQJ� VWURQJ� ILQDQFLDO� FRQWUROV� DQG� SURFHVVHV�� &)2V� RU� FRQWUROOHUV�GRFXPHQW� KRZ� WKH� IRUHFDVW� SURFHVV� ZRUNV�� OLVW� VRXUFHV� RI� LQFRPLQJ� GDWD�� DQG� UHJXODUO\�FRPPXQLFDWH�WR�FROOHDJXHV�WKH�LPSRUWDQFH�RI�IRUHFDVWLQJ�RQ�WKH�FRPSDQ\¶V�ERWWRP�OLQH��
(IIHFWLYH� FDVK� IRUHFDVWLQJ� LV� SDUWLFXODUO\� LPSRUWDQW� DW� D� WLPH� ZKHQ� LQWHUHVW� UDWHV� DUH�H[SHFWHG� WR� ULVH��+DYLQJ� D�PRUH�G\QDPLF� IRUHFDVW�ZLOO� KHOS�FRPSDQLHV�EHWWHU�XQGHUVWDQG�DQG HQVXUH�WKHLU�FDVK�SRVLWLRQV��
&DVK�IORZ�IURP�UHFHLYDEOHV�LV�WKH�FULWLFDO�FRPSRQHQW�LQ�ZRUNLQJ�FDSLWDO�PDQDJHPHQW��DQG�WKH DELOLW\�WR�IRUHFDVW�FDVK�LQIORZ�LV�FULWLFDO��&UHGLW�DQG�FROOHFWLRQV�GHSDUWPHQWV�QRZ�KDYH�LQFUHDVHG�UHVSRQVLELOLWLHV� WR�LQFUHDVH�WKHLU�HIILFLHQF\��HOLPLQDWH�FDVK�IORZ�ERWWOHQHFNV�DQG�WR UHSRUW� WKH�HYHU�FKDQJLQJ�SDWWHUQV�RI�SD\PHQWV� IURP�FXVWRPHUV��7KLV� LQIRUPDWLRQ�KHOSV�ILQDQFH� RUJDQL]DWLRQV� WR� SODQ� IRU� FDVK� PDQDJHPHQW� HIILFLHQWO\� DFURVV� DOO� RSHUDWLRQV���0RVW (53�V\VWHPV�JLYH�FDVK� IRUHFDVWLQJ�EDVHG�RQ� WKH�FRPSDQ\
V�QHW� WHUPV��7KH\�GR�QRW�SURYLGH�FDVK�IRUHFDVWLQJ�EDVHG�RQ�FXVWRPHU�KLVWRU\��/LNHZLVH��WKH\�GR�QRW�JLYH�DQ�LQWXLWLYH�ORRN LQWR�ZKHQ�WKH�SD\PHQWV�ZLOO�FRPH�LQ��7KLUG�SDUW\�WRROV�DUH�JDLQLQJ�JURXQG�E\�JLYLQJ�ILQDQFH� GHSDUWPHQWV� WKH� DELOLW\� WR� SURYLGH� DFFXUDWH� FDVK� IRUHFDVWLQJ� ZLWK� UHGXFHG�DGPLQLVWUDWLRQ����
������ 7LPH�IUDPHV�RI�FDVK�IRUHFDVWV�
)RU� LWV� VKRUW�WHUP�SXUSRVHV�� WKH� FRPSDQ\
V� WUHDVXU\�GHSDUWPHQW�SUHSDUHV�D����GD\� UROOLQJ�FDVK IRUHFDVW�IRU�LWV�UHJXODWHG�XWLOLW\�FRPSDQLHV�WR�GHWHUPLQH�VKRUW�WHUP�LQYHVWLQJ�VWUDWHJLHV�DQG WR�HQVXUH� WKDW�DGHTXDWH�FDVK� LV�DYDLODEOH� WR�PHHW�ZRUNLQJ�FDSLWDO�QHHGV��7R� LPSURYH�DFFXUDF\�� WUHDVXU\� VKRXOG� LGHQWLI\� ODUJH� UHFXUULQJ� SD\PHQWV� �� IXHO� SXUFKDVHV�� WD[HV� DQG�GLYLGHQGV�� IRU� H[DPSOH� �� DQG� ODUJH� RQH�WLPH� SD\PHQWV� VXFK� DV� ERQG� SXUFKDVHV� DQG�UHGHPSWLRQV��%XVLQHVV�XQLWV�SURYLGH�WUHDVXU\�ZLWK�WKH�QHFHVVDU\�GDWD�ZHHNO\�E\�H�PDLO�RU�LQWHURIILFH� PDLO�� DQG� WKH� IRUHFDVW� LV� XSGDWHG� HDFK� ZHHN� WR� UHIOHFW� WKH� PRVW� FXUUHQW�LQIRUPDWLRQ���
,Q DGGLWLRQ� WR� WKLV� VKRUW�WHUP� SURMHFWLRQ�� ILQDQFH� GHSDUWPHQWV� VKRXOG� SUHSDUH� D� IHZ�\HDU�IRUHFDVW� XVLQJ� D� ILQDQFLDO� SODQQLQJ� PRGHOV� ±� IRU� H[DPSOH� IURP� FRQVXOWLQJ� ILUPV�� 7KLV�IRUHFDVW�VKRXOG�HQDEOH�D�FRPSDQ\�WR�PRQLWRU� LWV�RYHUDOO�SURMHFWHG�ILQDQFLDO�FRQGLWLRQ�DQG�WR�GHWHUPLQH�ZKHWKHU�LW�QHHGV�ORQJ�WHUP�GHEW�ILQDQFLQJ���
2Q� D� PRQWKO\� EDVLV�� WKH� XWLOLW\� ILQDQFH� GHSDUWPHQW� VKRXOG� FRRUGLQDWH� ZLWK� WKH� EXVLQHVV�XQLWV��ZKLFK�HQWHU�WKHLU�FXUUHQW�HVWLPDWHV�LQWR�WKH�PRGHO�WR�XSGDWH�WKH�IRUHFDVW��&RPSDQLHV�ZLWK�GLYHUVH�EXVLQHVVHV�RU�F\FOLFDO�RSHUDWLRQV�PD\�QRW�EH�DEOH�WR�JHQHUDWH�ORQJ�WHUP�FDVK�IRUHFDVWV����



���

���� 7\SHV�RI�FDVK�IORZ�IRUHFDVWV�DQG�WKHLU�DSSURDFK�
�
������ 7\SHV�RI�FDVK�IRUHFDVWV�
7KHUH�DUH�WKUHH�GLIIHUHQW�W\SHV�RI�FDVK�IORZ�IRUHFDVWV�EHFDXVH�GLIIHUHQW�XVHUV�KDYH�GLIIHUHQW�QHHGV��&DVK�IRUHFDVWV�LQ�JHQHUDO�WDNH�WKUHH�IRUPV��OLTXLGLW\�IRUHFDVWV��RSHUDWLRQDO�IRUHFDVWV�DQG VWUDWHJLF�IRUHFDVWV����7KH�REMHFWLYH�RI� OLTXLGLW\� IRUHFDVWV� LV� WR� DLG� VKRUW�WHUP�FDVK�PDQDJHPHQW�E\� LGHQWLI\LQJ�QHDUE\� UHFHLSWV�DQG�SD\PHQWV��6XFK� IRUHFDVWV�QRUPDOO\� ORRN������GD\V� IRUZDUG� WR�D�KLJK�GHJUHH�RI�SUHFLVLRQ��7KH�XVHUV�RI�VXFK�IRUHFDVWV�DUH�XVXDOO\�&RUSRUDWH�7UHDVXUHV�ORRNLQJ�WR�HQVXUH� WKDW� WKHUH�DUH�QR� LGOH�FDVK�EDODQFHV��DSSURSULDWH�KHDGURRP�LV�DYDLODEOH� LW� WKH� ULJKW�SODFHV�LQ�WKH�ULJKW�WLPH�IRU�PDMRU�SD\PHQWV��DQG�XQQHFHVVDU\�LQWHUHVW�FKDUJHV�DUH�DYRLGHG���2SHUDWLRQDO� IRUHFDVWV� H[LVW� WR� KHOS� PDQDJHPHQW� GHWHUPLQH� WKH� RYHUDOO� IXQGLQJ� DQG�LQYHVWPHQW�SDWWHUQV�UHTXLUHG�E\�WKH�FRPSDQ\¶�DQQXDO�EXVLQHVV�SODQ��PRQLWRU�OLTXLGLW\�DQG�ILQDQFLDO� FRYHQDQWV�� DQG� SODQ� DFWLRQV� UHODWHG� WR� UHGHPSWLRQV� RU� QHZ� FUHGLW� OLQHV�� 7KH�IRUHFDVW� SHULRG� IRU�PRVW� FRPSDQLHV� LV� ���PRQWKV�� EXW� FDQ�EH�XS� WR����PRQWKV��8VHUV�RI�VXFK IRUHFDVWV�DUH��)LQDQFLDO�3ODQQHUV�DQG�&RQWUROOHUV��%RDUGV�RI�'LUHFWRUV�DQG�7UHDVXUHUV����6WUDWHJLF� IRUHFDVWV� KHOS� FRPSDQLHV� WR� XQGHUVWDQG� DQG� YDOLGDWH� WKHLU� ORQJ�WHUP� GHEW� WR�HTXLW\�UHTXLUHPHQWV�EDVHG�RQ�WKHLU�VWUDWHJLF�SODQV��7KHVH�IRUHFDVWV�DUH�OHVV�SUHFLVH�WKDQ�WKH�RWKHU�WZR�W\SHV�RI�IRUHFDVWV��7KH�IRUHFDVW�SHULRG�ZLOO�PLUURU�WKH�VWUDWHJLF�SODQ�SHULRG�L�H����� \HDUV��8VHUV�DUH�WKH�VDPH�DV�IRU�RSHUDWLRQDO�SODQV�����

������ 7UDQVDFWLRQ�%DVHG�$SSURDFK�YV��7KH�'LUHFW�0HWKRG�
�'LIIHUHQW� IRUHFDVWLQJ� WHFKQLTXHV� DUH� XVHG� GHSHQGLQJ� RQ� WKH� W\SH� RI� FDVK� IORZ� IRUHFDVW�UHTXLUHG��EXW�HVVHQWLDOO\�WKHUH�DUH�WZR�DOWHUQDWLYH�DSSURDFKHV��D�WUDQVDFWLRQ�EDVHG�DSSURDFK�DQG D�IXQGV�IORZ�DSSURDFK���7UDQVDFWLRQ�EDVHG�DSSURDFK�IRUHFDVWLQJ�LQYROYHV�ZRUNLQJ�GLUHFWO\�IURP�FXUUHQW�DQG�SULRU�SHULRG�LQFRPH�VWDWHPHQW��7KLV�WHFKQLTXH�XVHV�VSHFLILF�NQRZOHGJH�RI�FDVK�FRQYHUVLRQ�UDWHV�IURP VDOHV�DQG�SD\PHQW�WR�FUHGLWRUV��RYHUKHDGV��LQYHVWPHQWV��LQWHUHVW��WD[�HWF��7KLV�LV�PRVW�KHOSIXO�ZKHQ� WU\LQJ� WR�XQGHUVWDQG�VKRUW�WHUP�OLTXLGLW\�DQG� LV� WKHUHIRUH� WKH�PRVW�FRPPRQ�W\SH RI�IRUHFDVW�XQGHUWDNHQ�IRU�7UHDVXU\�SXUSRVHV���
8QGHU�WKH�'LUHFW�0HWKRG�WKH�IROORZLQJ�VRXUFHV�RI�RSHUDWLQJ�FDVK�LQIORZV�DQG�RXWIORZV�DUH�UHSRUWHG��FDVK�IORZ�H[�SRVW��RU�IRUHFDVWHG��FDVK�IORZ�H[�DQWH���

x &DVK�FROOHFWHG�IURP�FXVWRPHUV��OHVVHHV��OLFHQVHHV��DQG�VLPLODU�SDUWLHV�
x ,QWHUHVW�DQG�GLYLGHQGV�UHFHLYHG�
x $Q\�RWKHU�RSHUDWLQJ�FDVK�UHFHLSWV�
x &DVK�SDLG�WR�HPSOR\HHV�
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x &DVK�SDLG�WR�VXSSOLHUV�RI�JRRGV�DQG�VHUYLFHV�
x ,QWHUHVW�SDLG�
x ,QFRPH�WD[HV�SDLG�
x $Q\�RWKHU�RSHUDWLQJ�FDVK�SD\PHQWV�

1HW LQFRPH��DFFUXDO�DFFRXQWLQJ��DQG�QHW�FDVK�IORZ��FDVK�DFFRXQWLQJ��ZLOO�DOPRVW�QHYHU�EH�WKH�VDPH�EHFDXVH�RI�QRQ�FDVK�WUDQVDFWLRQV�WKDW�LPSDFW�WKH�SHUIRUPDQFH�RI�D�EXVLQHVV��)RU�H[DPSOH�� GHSUHFLDWLRQ� H[SHQVH�� D� QRQ�FDVK� H[SHQVH�� DSSHDUV� RQ� WKH� LQFRPH� VWDWHPHQW�XQGHU�DFFUXDO�DFFRXQWLQJ�EXW� LV�QRW�SDUW�RI�QHW�FDVK�IORZ��7KH�EHORZ�WDEOH�VKRZV�KRZ�WR�GHULYH�FDVK�LWHPV��OHIW�FROXPQ��IURP�WKHLU�DFFUXDO�FRXQWHUSDUWV��ULJKW�FROXPQ�����
7DEOH�������������&DVK�)ORZV�IURP�2SHUDWLQJ�$FWLYLWLHV�XVLQJ�WKH�'LUHFW�0HWKRG��

&DVK� &ROOHFWLRQV� IURP&XVWRPHUV� 6DOHV��� LQFUHDVH����GHFUHDVH��LQ�$FFRXQWV�5HFHLYDEOH���LQFUHDVH� ��GHFUHDVH��LQ�'HIHUUHG�5HYHQXH�
&DVK� 3D\PHQWV� WR6XSSOLHUV� &RVW� RI� *RRGV� 6ROG� �� LQFUHDVH� �� �� GHFUHDVH�� LQ� ,QYHQWRU\� �LQFUHDVH�����GHFUHDVH��LQ�$FFRXQWV�3D\DEOH�
&DVK� 3D\PHQWV� IRU6DODULHV� 6DODU\� H[SHQVH� �� LQFUHDVH� �� �� GHFUHDVH�� LQ� $FFUXHG� 6DODULHV3D\DEOH�
&DVK� 3D\PHQWV� IRU� 2WKHU2SHUDWLQJ�([SHQVHV� 2WKHU� 2SHUDWLQJ� ([SHQVHV� �� 'HSUHFLDWLRQ� DQG� $PRUWL]DWLRQ([SHQVH�IRU�3HULRG���LQFUHDVH�����GHFUHDVH��LQ�3UHSDLG�([SHQVHV��LQFUHDVH�����GHFUHDVH��LQ�$FFUXHG�2SHUDWLQJ�([SHQVHV�
&DVK� 5HYHQXH� IURP,QWHUHVW� ,QWHUHVW�5HYHQXH���LQFUHDVH����GHFUHDVH��LQ�,QWHUHVW�5HFHLYDEOH�
&DVK�3DLG�IRU�,QWHUHVW� ,QWHUHVW� ([SHQVH� �� LQFUHDVH� �� �� GHFUHDVH�� LQ� $FFUXHG� ,QWHUHVW3D\DEOH�
&DVK�5HYHQXH�IURP�'LYLGHQGV ,QYHVWPHQW� ,QFRPH� �� LQFUHDVH� �� �� GHFUHDVH�� LQ� ,QYHVWPHQW$FFRXQW�
&DVK�3DLG�IRU�7D[HV� 7D[�([SHQVH���LQFUHDVH����GHFUHDVH��LQ�$FFUXHG�7D[HV�3D\DEOH��GHFUHDVH�����LQFUHDVH��LQ�3UHSDLG�7D[�

������ 7KH�)XQGV�)ORZ�$SSURDFK�YV��7KH�,QGLUHFW�0HWKRG�
�
7KH�IXQGV�IORZ�DSSURDFK�WR�IRUHFDVWLQJ�VWDUWV�IURP�RSHUDWLQJ�SURILW�DQG�DGMXVWV�IRU�NQRZQ�QRQ�FDVK� LWHPV� DQG� H[SHFWHG� IRUHFDVW� PRYHPHQWV� LQ� EDODQFH� VKHHW� LWHPV��,W� LV� WKH� VHFRQG� PHWKRG� WKDW� FDQ� EH� XVHG� WR� FDOFXODWH� WKH� &DVK� )ORZV� IURP� 2SHUDWLQJ�$FWLYLWLHV� DQG� LW� LV� UHIHUUHG� WR� DV� WKH� ,QGLUHFW�0HWKRG�� 8VLQJ� WKH� ,QGLUHFW�0HWKRG�� FDVK�IORZV� IURP� 2SHUDWLQJ� $FWLYLWLHV� DUH� UHSRUWHG� RU� IRUHFDVWHG� E\� DGMXVWLQJ� QHW� LQFRPH� IRU�UHYHQXHV��H[SHQVHV��JDLQV��DQG�ORVVHV�WKDW�DSSHDU�RQ�WKH�LQFRPH�VWDWHPHQW�EXW�GR�QRW�KDYH�DQ HIIHFW�RQ�FDVK��VHH�WDEOH������
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7DEOH�����������&DVK�)ORZV�IURP�2SHUDWLQJ�$FWLYLWLHV�XVLQJ�WKH�,QGLUHFW�0HWKRG��
1HW�,QFRPH�
$GMXVWPHQWV�WR�UHFRQFLOH�QHW�LQFRPH�WR�QHWFDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�

� 'HSUHFLDWLRQ�
� $PRUWL]DWLRQ�RI�%RQG�3UHPLXP�
� $PRUWL]DWLRQ�RI�%RQG�'LVFRXQW�
� *DLQ�RQ�6DOH�RI�(TXLSPHQW�
� /RVV�RQ�6DOH�RI�(TXLSPHQW�
� 'HFUHDVH�LQ�$FFRXQWV�5HFHLYDEOH�
� ,QFUHDVH�LQ�$FFRXQWV�5HFHLYDEOH�
� 'HFUHDVH�LQ�,QYHQWRU\�
� ,QFUHDVH�LQ�,QYHQWRU\�
� 'HFUHDVH�LQ�$FFRXQWV�3D\DEOH�
� ,QFUHDVH�LQ�$FFRXQWV�3D\DEOH�
� 'HFUHDVH�LQ�$FFUXHG�([SHQVHV�
� ,QFUHDVH�LQ�$FFUXHG�([SHQVHV�
� 'HFUHDVH�LQ�3UHSDLG�([SHQVHV�
� ,QFUHDVH�LQ�3UHSDLG�([SHQVHV�
� 'HFUHDVH�LQ�7D[HV�3D\DEOH�
� ,QFUHDVH�LQ�7D[HV�3D\DEOH�

$ FRPSDULVRQ�RI�WKH�'LUHFW�0HWKRG�ZLWK�WKH�,QGLUHFW�0HWKRG�LQGLFDWHV�WKDW�HLWKHU�PHWKRG�ZLOO� JHQHUDWH� WKH� VDPH� UHVXOWV�� KRZHYHU� WUDQVDFWLRQ�EDVHG� IRUHFDVWV� DUH� WKH� RQO\� ZD\� WR�PHHW 7UHDVXU\� QHHGV�� 8QOHVV� )LQDQFLDO� &RQWURO� UHTXLUHPHQWV� DUH� RWKHUZLVH�� IXQGV� IORZ�IRUHFDVWV�DUH�XVXDOO\�IRU�SHUIRUPDQFH�PDQDJHPHQW�SXUSRVHV����7UDQVDFWLRQ�EDVHG� IRUHFDVWLQJ� LV� PRVW� KHOSIXO� ZKHQ� WU\LQJ� WR� XQGHUVWDQG� VKRUW� WHUP�OLTXLGLW\�DQG�LV�WKXV�PRVW�FRPPRQO\�WKH�W\SH�RI�IRUHFDVW�XQGHUWDNHQ�IRU�7UHDVXU\�SXUSRVHV�VLQFH� LW� FDSWXUHV� VKRUW�WHUP� WLPLQJ� IDFWRUV�� +RZHYHU�� EHFDXVH� RI� WKH� OHYHO� RI� GHWDLOHG�NQRZOHGJH�UHTXLUHG�RI�VSHFLILF�WUDQVDFWLRQV�DQG�WKHLU�WLPLQJ��LW�LV�GLIILFXOW�IRU�VXFK�IRUHFDVW�WR� EH� DFFXUDWH� DV� WKH� WLPH�KRUL]RQ� H[WHQGV� EH\RQG� D� IHZ�GD\V�RU�ZHHNV��$OVR�� WKH�PRUH�
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ZLGHO\�WKH�WHFKQLTXH�LV�XVHG��WKH�PRUH�WLPH�FRQVXPLQJ�WKH�IRUHFDVWLQJ�EHFRPHV�EHFDXVH�RI�WKH OHYHO�RI�FRPSOH[LW\���1RW VXUSULVLQJO\��PRVW�FRPSDQLHV¶�)LQDQFLDO�'HSDUWPHQWV�UHO\�RQ�WKH�IXQGV�IORZ�DSSURDFK�IRU� WKHLU� RSHUDWLRQDO� DQG� VWUDWHJLF� IRUHFDVWV� DV� LW� LV� ERWK� VLPSOHU� DQG� HDVLHU� WR� DSSO\��0RUHRYHU�� LW� LV� FRQVLVWHQW�ZLWK� WKHLU� ILQDQFLDO� DFFRXQWLQJ� V\VWHPV� DQG� W\SLFDOO\� GHULYH� D�FDVK� IORZ� VWDWHPHQW� IURP� WKH� LQFRPH� VWDWHPHQW� DQG� EDODQFH� VKHHW�� 2Q� D� PRQWKO\� RU�TXDUWHUO\ EDVLV� ,W� LV� PRUH� OLNHO\� KRZHYHU� WR� DSSHDU� OHVV� DFFXUDWH� ZKHQ� UHYLHZHG� LQ�KLQGVLJKW� EHFDXVH� RI� SURILW� YDULDQFHV� DQG� WLPLQJ� GLIIHUHQFHV� LQ� PDMRU� UHFHLSWV� DQG�SD\PHQWV�EHWZHHQ�IRUHFDVW�DQG�DFWXDO��7KHVH�IDFWRUV�DORQH�RIWHQ�FUHDWH�GLVVRQDQFH�EHWZHHQ�)LQDQFH�DQG�7UHDVXU\�GHSDUWPHQWV�EHFDXVH�HDFK�GHSDUWPHQW�KDV�D�GLIIHUHQW�YLHZ�RQ�PRQWK�HQG FDVK�IRUHFDVWV��%XW�VLQFH�)LQDQFLDO�&RQWURO�IRUHFDVW�LV�QRW�LQWHQGHG�WR�EH�SUHFLVH��DQG�PD\� QRW� LQFOXGH� VSHFLILF� WLPLQJ� GLIIHUHQFHV� NQRZQ� WR� 7UHDVXU\�� WKLV� VKRXOG� QRW� EH�VXUSULVLQJ���,QWHUHVWLQJO\�� WKH�NH\� UHDVRQ�ZK\�)LQDQFH�'HSDUWPHQWV� WHQG�QRW� WR�XVH� WUDQVDFWLRQ�EDVHG�IRUHFDVWLQJ�LV�EHFDXVH��KLVWRULFDOO\��WKH\�KDYH�QRW�LGHQWLILHG�WKH�QHHG�WR�PRQLWRU�FDVK�IORZ�EH\RQG WKHLU� VKRUW� WLPH�UHTXLUHPHQWV�� ,Q�SUDFWLFH�� LW� LV�RQO\�ZKHQ�D� OLTXLGLW\�DQG�IXQGLQJ�FULVLV�KDSSHQV�� WKDW�ZH�VHH�WUDQVDFWLRQ�EDVHG�IRUHFDVWLQJ�EHFRPLQJ�WKH�NH\�WHFKQLTXH�WKDW�LV IRFXVHG�RQ��,Q�WKHVH�VLWXDWLRQV��FRPSDQLHV�QHHG�WR�JHW�D�PRUH�GHWDLOHG�XQGHUVWDQGLQJ�RI�H[SHFWHG�FDVK�PRYHPHQWV�DQG�UHTXLUHPHQWV�����
���� :D\V�RI�,PSURYLQJ�&DVK�)ORZ��
�
������ 2SHUDWLRQDO�WHFKQLTXHV�RI�LPSURYLQJ�FDVK�IORZ�
7RGD\
V�EXVLQHVVHV�DUH�RSHUDWLQJ� LQ�D� WLJKWHU�FDSLWDO� HQYLURQPHQW��RQH� LQ�ZKLFK� LQYHVWRUV�QR ORQJHU� KDYH� WKH� DSSHWLWH²QRU� WKH� DELOLW\²WR� IXQG� VHYHUDO� \HDUV� ZRUWK� RI� RSHUDWLQJ�ORVVHV���6RPH� FRPSDQLHV� KDYH� LQYHVWHG� LQ� RUJDQL]DWLRQV� DQG� LQIUDVWUXFWXUH� DQWLFLSDWLQJ�PDUNHW�GHPDQGV�WKDW�KDYH�QRW�\HW�PDWHULDOL]HG��RWKHUV�KDYH�H[SHULHQFHG�H[SORVLYH�JURZWK�EH\RQG�WKHLU�DELOLW\� WR�PDQDJH�SURILWDEO\��ZKLOH�VWLOO�RWKHUV�DUH�RSHUDWLQJ�ZLWK�LQDGHTXDWH�ILQDQFLDO�DQG�RSHUDWLRQDO�FRQWUROV���:LWK� WKLV�DV�EDFNGURS��PDQ\�FRPSDQLHV�DUH� ILQGLQJ� LW�QHFHVVDU\� WR� UDGLFDOO\� FKDQJH� GLUHFWLRQ� DQG� VWUDWHJ\� WR� LPSURYH� SURILWDELOLW\²RIWHQ�UHVRUWLQJ�WR�OD\RIIV�DORQH��ZKHQ�PXFK�PRUH�LV�QHHGHG������$ FDVK�IORZ�FUXQFK�FDQ�KLW�HYHQ�WKH�PRVW�SURILWDEOH�EXVLQHVV��EXW�JRRG�SODQQLQJ�FDQ�HQVXUH�VPDOO�DQG�PHGLXP�VL]HG�EXVLQHVVHV�KDYH�DFFHVV�WR�FDVK�ZKHQ�WKH\�QHHG�LW�PRVW��&RQFHUQV�DERXW FDVK� IORZ� LVVXHV� ZDV� WKH� VHFRQG� ELJJHVW� LVVXH� WKDW� NHSW� EXVLQHVV� RZQHUV� DQG�PDQDJHUV�DZDNH�DW�QLJKW��0RUH�WKDQ�����RI�WKH�EXVLQHVV�RZQHUV�DQG�PDQDJHUV�VXUYH\HG�VDLG FRQFHUQV� DERXW� WKHLU� VWDII�NHSW� WKHP�DZDNH�DW�QLJKW��ZKLOH�����ZHUH�ZRUULHG�DERXW�WKHLU�FDVK�IORZ����7KH�VXUYH\�RI�����EXVLQHVVHV�ZDV�XQGHUWDNHQ�E\�1DWLRQDO�$XVWUDOLD�%DQN�LQ�$SULO�0D\��������7KH� ILQDQFH� WKHRU\� �EXVLQHVV�SUDFWLFH�RIIHU�D�ZLGH�UDQJH�RI�ZD\V� WR�LPSURYH�FDVK�IORZ�DQG�WKH�PRVW�LPSRUWDQW�RQHV�DUH�GHVFULEHG�LQ�WKH�EHORZ�SDUDJUDSKV���,QFUHDVLQJ�WKH�HIILFLHQF\�RI�RSHUDWLQJ�F\FOH�LV�D�JRRG�SODFH�WR�VWDUW��,W�FDQ�EH�DFKLHYHG�E\��� 5HGXFLQJ�H[FHVV�VWRFN��
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� 5HGXFLQJ�FRVWV��� 2EWDLQLQJ� VWRFN� RQ� FRQVLJQPHQW�� VR� LW� GRHVQ¶W� QHHG� WR� EH� SDLG� IRU� XQWLO� LW¶V� VROG�� RU�� 5HGXFLQJ�PDQXIDFWXULQJ�WLPHV��VR�VWRFN�WXUQRYHU�LV�TXLFNHU���2IIHULQJ� FUHGLW� FDQ� LQFUHDVH� VDOHV� EXW� LW� FDQ� DOVR� WLH� XS�PRQH\�� ([DPLQLQJ� KRZ� ORQJ� LW�WDNHV� WR� FROOHFW� SD\PHQWV� ZLOO� GHWHUPLQH� LI� DQ� DFWLRQ� LV� QHHGHG�� (QFRXUDJLQJ� SURJUHVV�SD\PHQWV�FDQ�LPSURYH�FDVK�IORZ��DV�FDQ�FUHGLW�FDUG�IDFLOLWLHV��6RPH�EXVLQHVVHV�DOVR�RIIHU�GLVFRXQWV�IRU�HDUO\�SD\PHQW����%\ UHYLHZLQJ� DQG� SRVVLEO\� PRGLI\LQJ� WKH� FXUUHQW� SULFH� VWUXFWXUHV� DQG� FRVWV�� LW� PD\� EH�SRVVLEOH�WR�IUHH�XS�PRQH\�WR�LPSURYH�WKH�FDVK�IORZ��ZLWKRXW�KDYLQJ�WR�VHOO�PRUH�SURGXFWV��$OWHUQDWLYHO\�� LQFUHDVLQJ� VDOHV� VKRXOG� DOVR� SRVLWLYHO\� LQIOXHQFH� FDVK� IORZ�� SURYLGHG� DQ\�RSHUDWLQJ�F\FOH�GLIILFXOWLHV�KDYH�EHHQ�DGGUHVVHG���:KLOH� UHGXFLQJ� VDOHV� DSSHDUV� WR� FRQIOLFW� ZLWK� WKH� DERYH� SRLQW�� WKH� WLPH� ODJ� EHWZHHQ�VXSSOLHU� SD\PHQW� DQG� FXVWRPHU� SD\PHQW� FDQ� EXUGHQ� WKH� FDVK� IORZ�� 5HGXFLQJ� VDOHV�YROXPHV�PD\�VHHP�UDGLFDO��DQG�ZKLOH�QRW�D�VWUDWHJ\�DSSURSULDWH�IRU�PDQ\�EXVLQHVVHV��LW�FDQ�EH WKH�LGHDO�ODXQFKLQJ�SDG�IRU�JURZLQJ�WKH��VDOHV�LQ�IXWXUH����7KH PRVW� LPSRUWDQW� IDFWRU� LQ� ILQDQFLQJ� LV� SODQQLQJ� DQG� REWDLQLQJ� ILQDQFH� WDLORUHG� WR�EXVLQHVV���6KRUW�WHUP�ILQDQFH��VXFK�DV�DQ�RYHUGUDIW��FDQ�KHOS�PDQDJH�VHDVRQDO� LVVXHV��EXW�ORQJHU�WHUP�ILQDQFH�VKRXOG�QRW�EH�XVHG�WR�DWWDFN�VKRUW�WHUP�FDVK�IORZ�SUREOHPV��$QRWKHU�RSWLRQ� LV� GHEWRU� ILQDQFH�� ZKHUH� OHQGHUV� SURYLGH� FDVK� DGYDQFHV� DJDLQVW� RXWVWDQGLQJ�LQYRLFHV�����

,PSURYLQJ�5HFHLYDEOHV�,I VDOHV�ZHUH�SDLG�IRU� WKH� LQVWDQW� WKH\�DUH�PDGH�� WKHUH�ZRXOG�ZRXOG�QHYHU�EH�D�FDVK�IORZ�SUREOHP�� 8QIRUWXQDWHO\�� WKDW� GRHVQ
W� KDSSHQ�� EXW� FDVK� IORZ� FDQ� VWLOO� EH� LPSURYHG� E\�PDQDJLQJ� UHFHLYDEOHV�� 7KH� EDVLF� LGHD� LV� WR� LPSURYH� WKH� VSHHG�ZLWK�ZKLFK�PDWHULDOV� DQG�VXSSOLHV�DUH�WXUQHG�LQWR�SURGXFWV��LQYHQWRU\�LQWR�UHFHLYDEOHV��DQG�UHFHLYDEOHV�LQWR�FDVK����6SHFLILF�WHFKQLTXHV�IRU�GRLQJ�WKLV�DUH���x 2IIHULQJ�GLVFRXQWV�WR�FXVWRPHUV�ZKR�SD\�WKHLU�ELOOV�UDSLGO\���x $VNLQJ�FXVWRPHUV�WR�PDNH�GHSRVLW�SD\PHQWV�DW�WKH�WLPH�RUGHUV�DUH�WDNHQ���x 5HTXLULQJ�FUHGLW�FKHFNV�RQ�DOO�QHZ�QRQFDVK�FXVWRPHUV���x *HWWQJ�ULG�RI�ROG��RXWGDWHG�LQYHQWRU\��x ,VVXLQJ� LQYRLFHV� SURPSWO\� DQG� IROORZLQJ� XS� LPPHGLDWHO\� LI� SD\PHQWV� DUH� VORZ� LQ�FRPLQJ���x 7UDFNLQJ� DFFRXQWV� UHFHLYDEOH� WR� LGHQWLI\� DQG� DYRLG� VORZ�SD\LQJ� FXVWRPHUV��,QVWLWXWLQJ� D� SROLF\� RI� FDVK� RQ� GHOLYHU\� �F�R�G��� LV� DQ� DOWHUQDWLYH� WR� UHIXVLQJ� WR�GR�EXVLQHVV�ZLWK�VORZ�SD\LQJ�FXVWRPHUV���
�0DQDJLQJ�3D\DEOHV�7RS�OLQH� VDOHV� JURZWK� FDQ� FRQFHDO� D� ORW� RI� SUREOHPV²VRPHWLPHV� WRR� ZHOO�� :KLOH�PDQDJLQJ�D�JURZLQJ�FRPSDQ\��H[SHQVHV�KDYH�WR�EH�ZDWFKHG�FDUHIXOO\��$Q\�WLPH�DQG�DQ\�SODFH� H[SHQVHV� DUH� VHHQ�JURZLQJ� IDVWHU� WKDQ�VDOHV�� FRVWV� VKRXOG�EH�H[DPLQHG�FDUHIXOO\� WR�ILQG SODFHV�WR�FXW�RU�FRQWURO�WKHP���



���

7HFKQLTXHV�RI�FDUHIXO�FDVK�VSHQGLQJ���7DNHLQJ�IXOO�DGYDQWDJH�RI�FUHGLWRU�SD\PHQW�WHUPV��QR�DGYDQFH�SD\PHQWV�XQOHVV�UHTXLUHG����x 8VLQJ HOHFWURQLF�IXQGV�WUDQVIHU�WR�PDNH�SD\PHQWV�RQ�WKH�ODVW�GD\�WKH\�DUH�GXH��x &RPPXQLFDWH� ZLWK� VXSSOLHUV� VR� WKH\� NQRZ� WKH� ILQDQFLDO� VLWXDWLRQ�� ,I� D� GHOD\� LQ�SD\PHQW��LV�HYHU�QHHGHG��VXSOLHUV�WUXVW�DQG�XQGHUVWDQGLQJ�DUH�QHHGHG���x &DUHIXO� FRQVLGHULQJ� YHQGRUV
� RIIHUV� RI� GLVFRXQWV� IRU� HDUOLHU� SD\PHQWV�� 7KHVH� FDQ�DPRXQW WR� H[SHQVLYH� ORDQV� WR� VXSSOLHUV�� RU� WKH\�PD\�SURYLGH� WKH� EXVLQHVV�ZLWK� D�FKDQJH WR�UHGXFH�RYHUDOO�FRVWV��7KH�GHYLO�LV�LQ�WKH�GHWDLOV���x 1RW DOZD\V�IRFXVLQJ�RQ�WKH�ORZHVW�SULFH�ZKHQ�FKRRVLQJ�VXSSOLHUV��6RPHWLPHV�PRUH�IOH[LEOH� SD\PHQW� WHUPV� FDQ� LPSURYH� WKH� FDVK� IORZ�PRUH� WKDQ� D�EDUJDLQ�EDVHPHQW�SULFH�����

������ (VWDEOLVKLQJ�WKH�FDVK�IORZ�WDUJHWV�DQG�FUHDWLQJ�WKH�ULJKW�EHKDYLRXU��
&RPSDQLHV�QHHG�WR�VHW�RUJDQL]DWLRQDO�WDUJHWV�ILUVW�DW�JURXS�OHYHO�DQG�WKHQ�DW�GLYLVLRQ�OHYHO�DURXQG�QHW�GHEW�PDQDJHPHQW�WR�FUHDWH�WKH�IRFXV�RQ�FDVK�DQG�ZRUNLQJ�FDSLWDO��)XUWKHU��WKH\�QHHG WR� LGHQWLI\� NH\� FDVK�UHODWHG� SHUIRUPDQFH� PHDVXUHV� DQG� OLQN� WKHVH� LQWR� WKHLU�SHUIRUPDQFH�PDQDJHPHQW�V\VWHP����6RPHWLPHV� LQ� FRUSRUDWH� SODQQLQJ�� QHW� GHEW� EHFRPH� D� VDIHW\� YDOYH� WKDW� LV� XQFRQVFLRXVO\�RSHQHG� ZKHQ� RWKHU� DUHDV� RI� SHUIRUPDQFH� VXIIHU�� 6XFFHVVIXO� FRPSDQLHV�� ZKDWHYHU�FRQVWUDLQHG�IRU�FDSLWDO�RU�QRW��HVWDEOLVK�WDUJHWV�IRU�QHW�GHEW��7KHVH�HQFRXUDJH�WKHLU�GLYLVLRQV�WR� ORRN� LQWHUQDOO\� LQ� WKHLU� FDVK� �RYHUKHDG�� FRVWV� DQG�ZRUNLQJ� FDSLWDO� WR� IXQG� WKH� FDSLWDO�LQYHVWPHQW�QHHGHG�WR�JHQHUDWH�HDUQLQJV¶�JURZWK���%XW VHWWLQJ�WDUJHWV�DORQH�PD\�EH�LQVXIILFLHQW��,QFOXGLQJ�NH\�FDVK�SHUIRUPDQFH�PHDVXUHV�LQ�PRQWKO\�PDQDJHPHQW�UHSRUWLQJ��DQG�OLQNLQJ�WKHVH�WR�DJUHHG�SHUIRUPDQFH�FRQWUDFWV��LV�PRUH�OLNHO\� WR� HQFRXUDJH� DWWHQWLRQ� WR� FDVK� PDQDJHPHQW� DQG� DFFXUDWH� IRUHFDVWLQJ�� )RU� PDQ\�RUJDQL]DWLRQV�� VXFK� PHDVXUHV� VKRXOG� QRW� QHFHVVDULO\� EH� DQ\� PRUH� FRPSOH[� WKDQ� EDVLF�ZRUNLQJ�FDSLWDO�UDWLRV�VXFK�DV�WKRVH�RXWOLQHG�DERYH��)LQDOO\��PDQDJHPHQW�VKRXOG�FRQVLGHU�LQFUHDVLQJ� WKH� ZHLJKWLQJ� JLYHQ� WR� FDVK� SHUIRUPDQFH� WDUJHWV� DQG� PHDVXUHV� LQ� LQFHQWLYH�FRPSHQVDWLRQV�SODQV����6XPPDUL]LQJ�� FDVK� DQG� ZRUNLQJ� FDSLWDO� PDQDJHPHQW� VKRXOG� EH� D� NH\�SDUW� RI� DQ\�FRPSDQ\¶V� SHUIRUPDQFH�PHDVXUHPHQW� V\VWHPV�� &RPSDQLHV¶� FRQFHUQV� RYHU� WKH� TXDOLW\� RI�FDVK IRUHFDVWLQJ� SURFHVVHV� DUH� RIWHQ� FRPSRXQGHG� E\� D� ODFN� RI� UHFRJQLWLRQ� WKDW� GLIIHULQJ�XVHUV KDYH�GLIIHUHQW�QHHGV�DQG�WKXV�GLIIHUHQW�OHYHOV�RI�DFFXUDF\���7KHVH�DUH�UHIOHFWHG�LQ�KRZ�VXFK XVHUV� � JR� DERXW�SURGXFLQJ� WKH� IRUHFDVWV� DQG� WKH�PHWKRGRORJ\� DQG� IRUHFDVW� LQWHUYDOV�XVHG�
,PSURYLQJ� SURFHVVHV� FDQ� UHVXOW� LQ� PRUH� DFFXUDWH� IRUHFDVWV� EXW� LW� LV� WKH� GHJUHH� RI�RUJDQL]DWLRQDO�DOLJQPHQW�EHKLQG�FDVK�RI�DQ�LPSRUWDQW�PHDVXUH�RI�SHUIRUPDQFH�WKDW�VHHPV�WR� HQVXUH� JUHDWHU� FRQILGHQFH� LQ� SODQQLQJ� DQG� IRUHFDVWLQJ� PRUH� WKDQ� WKH� TXDOLW\� RI�IRUHFDVWLQJ� SURFHVVHV� WKHPVHOYHV�� 2UJDQL]DWLRQDO� DOLJQPHQW� FDQ� EH� DFKLHYHG� E\� VHWWLQJ�SHUIRUPDQFH� WDUJHWV� DQG� PHDVXULQJ� .3,¶V� �.H\� 3HUIRUPDQFH� ,QGLFDWRUV�� WKDW� LQIRUP� RQ�SURJUHVV�WRZDUGV�VXFK�WDUJHWV��&DVK�0DQDJHPHQW�GRHV�QRW�RQO\�PDWWHU�PRVW�LQ�D�GRZQWXUQ��
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,W FDQ� KHOS� FRPSDQLHV� DGDSW� RU� PDLQWDLQ� LQYHVWPHQW� OHYHOV� WR� FKDQJLQJ� PDUNHW�UHTXLUHPHQWV�����

������ 0DQDJLQJ��&DVK�6KRUWIDOOV�
7KH� NH\� WR�PDQDJLQJ� FDVK� VKRUWIDOOV� LV� WR� EHFRPH� DZDUH� RI� WKH� SUREOHP� DV� HDUO\� DQG� DV�DFFXUDWHO\� DV� SRVVLEOH�� %DQNV� DUH� ZDU\� RI� ERUURZHUV� ZKR� KDYH� WR� KDYH� PRQH\� WRGD\��7KH\
G� PXFK� SUHIHU� OHQGLQJ� LW� EHIRUH� LW� LV� QHHGHG�� SUHIHUDEO\� PRQWKV� EHIRUH��:KHQ� WKH�UHDVRQ� D� EXVLQHVV� LV� FDXJKW� VKRUW� LV� WKDW� WKH�PDQDJHPHQW� IDLOHG� WR� SODQ�� D� EDQNHU� LV� QRW�JRLQJ�WR�EH�YHU\�LQWHUHVWHG�LQ�KHOSLQJ�LW�RXW����,I LW�LV�DVVXPHG�IURP�WKH�EHJLQQLQJ�WKDW�D�EXVLQHVV�ZLOO�VRPHGD\�EH�VKRUW�RQ�FDVK��D�OLQH�RI�FUHGLW�DW� WKH�EDQN�FDQ�EH�DUUDQJHG�IRU��7KLV�DOORZV�ERUURZLQJ�PRQH\�XS�WR�D�SUHVHW� OLPLW�DQ\ WLPH� LW� LV� � QHHGHG�� 6LQFH� LW
V� IDU� HDVLHU� WR�ERUURZ�ZKHQ� LW� LV� QRW�QHHGHG�� DUUDQJLQJ� D�FUHGLW�OLQH�EHIRUH�FDVK�VKRUWDJH�LV�YLWDO����,I EDQNHUV�ZRQ
W�KHOS��WKH�EXVLQHVV�FDQ�WXUQ�QH[W�WR�LWV�VXSSOLHUV��7KH\�DUH�PRUH�LQWHUHVWHG�LQ� NHHSLQJ� WKH� EXVLQHVV� JRLQJ� WKDQ� D� EDQNHU�� DQG� WKH\� SUREDEO\� NQRZ� PRUH� DERXW� WKH�EXVLQHVV��7HUPV�IURP�VXSSOLHUV�FDQ�RIWHQ�EH�H[WHQGHG�WKDW�DPRXQW�WR�D�KHIW\��ORZ�FRVW�ORDQ�MXVW�E\�DVNLQJ��7KDW
V�HVSHFLDOO\�WUXH�LI�WKH�EXVLQHVV�KDV�EHHQ�D�JRRG�FXVWRPHU�LQ�WKH�SDVW�DQG NHSW�WKHP�LQIRUPHG�DERXW�WKH�ILQDQFLDO�VLWXDWLRQ����7KH�XVHDJH�RI� IDFWRUV�FDQ�DOVR�EH�FRQVLGHUHG��7KHVH�DUH� ILQDQFLDO� VHUYLFH�EXVLQHVVHV� WKDW�FDQ SD\� WRGD\� IRU� UHFHLYDEOHV� WKDW�PD\� QRW� RWKHUZLVH� EH� FROOHFWHG� IRU�ZHHNV� RU�PRQWKV��6LQFH�IDFWRUV�GHPDQG�D�GLVFRXQW��OHVV�FDVK�ZLOO�EH�FROOHFWHG�EXW�WKH�EXVLQHVV�ZLOO�HOLPLQDWH�WKH�KDVVOH�RI�FROOHFWLQJ�DQG�ZLOO�EH�DEOH�WR�IXQG�FXUUHQW�RSHUDWLRQV�ZLWKRXW�ERUURZLQJ���7KH�EHVW�FXVWRPHUV�FDQ�EH�DVNHG�WR�DFFHOHUDWH�SD\PHQWV��7KH�VLWXDWLRQ�VKRXOG�EH�H[SODLQHG�DQG� LI�QHFHVVDU\��D�GLVFRXQW�VKRXOG�EH�RIIHUHG�RI�D�SHUFHQWDJH�SRLQW�RU�WZR�RII�WKH�ELOO���%DFN DVVHWV� VXFK� DV� PDFKLQHU\�� HTXLSPHQW�� FRPSXWHUV�� SKRQH� V\VWHPV� DQG� HYHQ� RIILFH�IXUQLWXUH�FDQ�EH�XVHG�WR�UDLVH�FDVK�E\�VHOOLQJ�DQG�OHDVLQJ�WKHP��/HDVLQJ�FRPSDQLHV�PD\�EH�ZLOOLQJ�WR�SHUIRUP�WKH�WUDQVDFWLRQV��,W
V�QRW�FKHDS��KRZHYHU��DQG�WKH�EXVLQHVV�FRXOG�ORVH�LWV�DVVHWV LI�LW�PLVVHV�OHDVH�SD\PHQWV����%LOOV�SDLG� VKRXOG�EH�FKRVHQ� IRU�SD\PHQW�FDUHIXOO\��3D\UROO� VKRXOG�EH�PDGH�ILUVW� ��XQSDLG�HPSOR\HHV� ZLOO� VRRQ� EH� H[�HPSOR\HHV�� &UXFLDO� VXSSOLHUV� VKRXOG� EH� SDLG� QH[W�� 7KH� UHVW�VKRXOG�EH�DVNHG�LI�WK�HSD\PHQW�FDQ�EH�VNLSSHG�RU�SDLG�SDUWLDOO\���&DVK LV�WKH�IXHO�WKDW�GULYHV�EXVLQHVV��DQG�PDQ\�ILQDQFLDO�DQDO\VWV�FRQVLGHU�WKH�FRQGLWLRQ�RI�D FRPSDQ\
V� FDVK� IORZ� WR� EH� RQH� RI� WKH� PRVW� LPSRUWDQW� LQGLFDWRUV� RI� WKDW� EXVLQHVV
V�ILQDQFLDO� KHDOWK��$IWHU� DOO�� D�ZHOO�PDQDJHG� IORZ�RI� FDVK� �� OLNH� D� VWURQJ�KHDUW� �� LV� XVXDOO\�LQGLFDWLYH� RI� D� KHDOWK\� EXVLQHVV��ZKLOH� SRRUO\�PDQDJHG� FDVK� IORZ�� RU� D�ZHDN� KHDUW�� FDQ�FDXVH SUREOHPV�WKDW�DIIHFW�WKH�HQWLUH�EXVLQHVV����8QIRUWXQDWHO\��FRPSDQLHV�IDFLQJ�FDVK�IORZ�FUXQFKHV�VLPSO\�WKURZ�PRQH\�DW�WKH�SUREOHP��ZKLFK�LV�D�WHPSRUDU\�VROXWLRQ�DW�EHVW��DNLQ�WR�WUHDWLQJ�KHDUW�GLVHDVH�ZLWK�GUXJV�DORQH��$QG�MXVW�DV�KHDUW�VXUJHRQV�HQFRXUDJH� WKHLU�SDWLHQWV� WR�HDW�ZHOO�� LQFUHDVH�WKHLU�SK\VLFDO�DFWLYLW\�



���

DQG UHGXFH�VWUHVV��FDVK�IORZ�PDQDJHPHQW�UHTXLUHV�PRUH�WKDQ�MXVW�D�ILQDQFLDO�IL[��,W�UHTXLUHV�D KROLVWLF�DSSURDFK�WKDW�IRFXVHV�RQ�PDNLQJ�D�FRPSDQ\
V�HQWLUH�VXSSO\�FKDLQ�RSHUDWH�PRUH�HIILFLHQWO\��$IWHU�DOO�� WKH� IDVWHU�JRRGV�PRYH�IURP�VHOOHU� WR�EX\HU�� WKH� IDVWHU�VHOOHUV�FDQ�EH�SDLG����,W
V LPSRUWDQW�WR�QRWH�WKDW�D�FDVK�IORZ�FULVLV�LV�XVXDOO\�D�V\PSWRP�RI�D�EURDGHU�VXSSO\�FKDLQ�VLFNQHVV�� 7UHDWLQJ� WKLV� LOOQHVV� UHTXLUHV� WKH� DWWHQWLRQ� QRW� RQO\� LI� WKH�&)2� EXW� DOVR� RI� WKH�ORJLVWLFV�PDQDJHU��WKH�SXUFKDVLQJ�GHSDUWPHQW��RSHUDWLRQV��WKH�WHFK�JX\V�DQG�HYHQ�WKH�&(2��$QG ZKLOH�ZRUNLQJ�ZLWK�D�EDQN�WR�RSHQ�D�OLQH�RI�FUHGLW�RU�DPHQGLQJ�DQ�H[LVWLQJ�ILQDQFLDO�LQVWUXPHQW�FDQ�FHUWDLQO\�KHOS��WKH�RQO\�UHDO�ZD\�WR�DGGUHVV�D�FDVK�IORZ�SUREOHP�LV�WR�WDNH�D�KROLVWLF�� ORQJ�WHUP� YLHZ� RI� WKH� LVVXH�� )L[LQJ� D� FDVK� IORZ�SUREOHP� UHTXLUHV� FRPSDQLHV� WR�H[DPLQH�DQG�LPSURYH�WKH�WKUHH�NH\�IORZV�RI�FRPPHUFH��JRRGV��LQIRUPDWLRQ�DQG�IXQGV�����
)ROORZLQJ�7KH�*RRGV�7KH IDVWHU�D�VHOOHU�PRYHV�JRRGV�WR�D�EX\HU�� WKH�IDVWHU� WKH�EX\HU�ZLOO�SD\�IRU� WKRVH�JRRGV��DQG WKDW�LPSDFWV�FDVK�IORZ��7KHUHIRUH��EXVLQHVVHV�PXVW�DVN�WKHPVHOYHV�KRZ�WKH\�FDQ�EHWWHU�LPSURYH� WKH� VSHHG� DW�ZKLFK� WKHLU� JRRGV� H[FKDQJH�KDQGV��$QG� WKLV� JRHV�ZHOO� EH\RQG� WKH�DFWXDO�WUDQVSRUWDWLRQ�RI�WKH�JRRGV��5DWKHU��LW�UHTXLUHV�DQ�H[DPLQDWLRQ�RI�WKH�HQWLUH�SURFHVV��IURP�VDOHV�DOO�WKH�ZD\�WKURXJK�LQYRLFLQJ����,W
V YLWDOO\� LPSRUWDQW� IRU�D�FRPSDQ\
V�GHFLVLRQ�PDNHUV� ��DQG�IRU�VPDOO�DQG�JURZLQJ�ILUPV��WKDW�XVXDOO\�PHDQV� WKH�RZQHUV� �� WR�EH�SOXJJHG� LQWR� WKH�VDOHV�SURFHVV��H[DPLQLQJ� WKH�GDWD�IURP�WKH�VDOHV�VWDII�RQ�D�UHJXODU�EDVLV��+RZ�PXFK�ZDV�VROG�\HVWHUGD\��KRZ�PXFK�ZLOO�EH�VROG WRGD\��DQG�ZKDW�DERXW�WRPRUURZ"�7KH�PRUH�DFFXUDWH�WKLV�LQIRUPDWLRQ��WKH�WLJKWHU�WKH�LQYHQWRU\��$QG�WKH�WLJKWHU�WKH�LQYHQWRU\��WKH�EHWWHU�WKH�FDVK�IORZ���6SHHGLQJ�WKH�IXQGV�7KLV LV� WKH�DUHD�ZKHUH�EXVLQHVV�RZQHUV�XVXDOO\�ORRN�IRU�D�TXLFN�VROXWLRQ��7KH�OLVW�RI�EHVW�SUDFWLFHV�IURP�D�ILQDQFLDO�SHUVSHFWLYH�RQ�KRZ�WR�LPSURYH�FDVK�IORZ�LQFOXGHV�WKH�IROORZLQJ�UHPHGLHV���x 'RLQJ� FXVWRPHU� FUHGLW� FKHFNV�� 3HUIRUP� FUHGLW� FKHFNV� RQ� DOO� QHZ� DQG� QRQ�FDVK�FXVWRPHUV��7KLV�SURFHVV�FDQ�LPPHGLDWHO\�UHGXFH�EDG�GHEW��VLQFH�WR�FXVWRPHUV�ZKR�KDYHQ
W�SURYHG�WKH\�GHVHUYH�LW��ZLOO�QRW�EH�RIIHUHG�PRUH�FUHGLW��x 2IIHULQJ� WHUP� GLVFRXQWV�� 7R� HQFRXUDJH� FXVWRPHUV� WR� SD\� RQ� WLPH�� FRQVLGHU�RIIHULQJ�WHUP�GLVFRXQWV��)RU�H[DPSOH��LI�LQYRLFH�WHUPV�DUH��QHW�����������FXVWRPHU�SD\PHQW� LV� H[SHFWHG� LQ����GD\V��KRZHYHU�� D���SHUFHQW�GLVFRXQW�FDQ�EH�RIIUIHG� WR�FXVWRPHUV�LI�SD\PHQW�LV�PDGH�LQ����GD\V���x $VNLQJ� FXVWRPHUV� WR� SD\� E\� FDVK� RU� FUHGLW� FDUG�� 5DWKHU� WKDQ� VHOO� RQ� WHUP�SD\PHQWV��VHOO�RQ�FDVK�RU�FUHGLW�FDUG�SD\PHQWV���x &KDUJLQJ�ODWH�IHHV��,QGLFDWH�RQ�WKH�LQYRLFH�ZKHQ�SD\PHQW�LV�GXH��DQG�VSHFLI\�WKH�SHQDOW\�LQWHUHVW�IRU�ODWH�SD\PHQW���7KHVH VROXWLRQV� KDYH� EHHQ� DQG�ZLOO� UHPDLQ� NH\� LQJUHGLHQWV� LQ� KHOSLQJ� WR� FXUH� FDVK� IORZ�DLOPHQWV��%XW�WKH\
UH�QRW�WKH�RQO\�IXQGV�UHODWHG�SUHVFULSWLRQV��7KH�IROORZLQJ�RSWLRQV�VKRXOG�DOVR�EH�FRQVLGHUHG��x &�2�'�� �&ROOHFW� 2Q� 'HOLYHU\��� &�2�'�� GHOLYHUV� FRVW� VDYLQJV� DQG� SURFHVVLQJ�HIILFLHQFLHV�WKDW�LPSURYH�FDVK�IORZ��7KLV�SURFHVV�PD\�VHHP�DUFKDLF��EXW�WKH�UHDOLW\�LV WKDW�EXVLQHVV�ZLOO�EH�SDLG�IDVWHU�ZLWK�&�2�'��WKDQ�D�WUDGLWLRQDO����������RU����GD\�WHUP DJUHHPHQW�����



���

x ,QYHQWRU\� ILQDQFLQJ�� ,I� D� KROLVWLF� VXSSO\� FKDLQ� DSSURDFK� LV� WDNHQ�� LW� FDQ� EH��UHDOL]HG�WKDW�UHDOLJQLQJ�WKH�VXSSO\�FKDLQ�FDQ�HQDEOH�WKH�EXVLQHVV�WR�JDLQ�HFRQRPLHV�RI VFDOH�� UHGXFH� LQYHQWRU\� H[SHQVHV� DQG� XOWLPDWHO\� REWDLQ� DGGLWLRQDO� ZRUNLQJ�FDSLWDO�� 0RVW� WUDGLWLRQDO� EDQNV� DUH� VLPSO\� IRFXVHG� RQ� WKH� PRQH\� IORZ�� QRW� WKH�VXSSO\ FKDLQ����x &UHGLW�LQVXUDQFH��7RGD\
V�EXVLQHVV�HQYLURQPHQW�SUHWW\�PXFK�PDQGDWHV�WKDW�VPDOO�FRPSDQLHV� JR� JOREDO��%XW� FRQGXFWLQJ�EXVLQHVV�ZLWK� WUDGLQJ�SDUWQHUV�RYHUVHDV� FDQ�EH ULVN\��&UHGLW�LQVXUDQFH�FDQ�KHOS�PLWLJDWH�WKH�ULVNV�E\�SURWHFWLQJ�WKH�YDOXH�RI�WKH�UHFHLYDEOHV�� %\� JXDUGLQJ� WKH� ERWWRP� OLQH� DJDLQVW� QRQSD\PHQW� �� RU� HYHQ� VORZ�SD\PHQW���RI�LQYRLFHV��WKH�EXVLQHVV�FDQ�EUHDWKH�HDVLHU�DERXW�LWV�GHFLVLRQ�WR�FRQGXFW�FURVV�ERUGHU� WUDGH��$QG�FUHGLW� LQVXUDQFH�FDQ�EH�XVHG�RQ�D�FDVH�E\�FDVH�EDVLV���IRU�H[DPSOH��ZLWK�QHZ�FXVWRPHUV�ZKRVH�SD\PHQW�KLVWRULHV� WKH�EXVLQHVV� LV�XQIDPLOLDU�ZLWK��2QFH��D�PRUH�VROLG�UHODWLRQVKLS�ZLWK�WKHP�KDV�EHHQ�HVWDEOLVKHG��FKDUJLQJ�IRU�WKH FUHGLW�LQVXUDQFH�FDQ�EH�VWRSSHG���
7R EH�VXFFHVVIXO�DW�FDVK�IORZ�PDQDJHPHQW�LV�WR�PDNH�VXUH�DOO�WKUHH�IORZV�RI�FRPPHUFH���JRRGV� LQIRUPDWLRQ�DQG�IXQGV���DUH�ZRUNLQJ�WRJHWKHU�WR�DFFHOHUDWH�WKH�PRYHPHQW�RI�PRQH\�WKURXJK� WKH� VXSSO\� FKDLQ��&DVK� IORZ�FDQ�EH� �� DQG�PXVW�EH� ��PDQDJHG�ZLVHO\�� DQG�EHWWHU�FDVK�IORZ�PDQDJHPHQW�JRHV�KDQG�LQ�JORYH�ZLWK�EHWWHU�VXSSO\�FKDLQ�PDQDJHPHQW��7KLV�ZLOO�KHOS�FUHDWH�D�KHDOWK\��VWURQJ�EXVLQHVV��
������ &RPSXWHU�WHFKQRORJLHV�LQ�FDVK�IRUHFDVWLQJ��
�/DWHO\��WKHUH�KDV�EHHQ�GHEDWH�DERXW�ZKHWKHU�FDVK�IRUHFDVWLQJ�LV�EHVW�GRQH�E\�SHRSOH�RU�E\�D�ER[� ,W
V�SUREDEO\�EHVW�GRQH�E\�D�FRPELQDWLRQ�RI�ERWK��6RIWZDUH�WRROV�JLYH�D�JRRG�VWDUWLQJ�SRLQW� $V�PXFK� LQWHOOLJHQFH� DV�SRVVLEOH� LV� SXW� LQWR� WKH� WRROV�� ,Q� WKLV� FDVH�� OHW
V� FDOO� LW� WKH�ER[� :KDW�WKH�ER[�WHOOV�VKRXOG�EH�UHYLHZHG�DQG�WKH�ILQDO�FKDQJHV�VKRXOG�EH�PDGH�PDQXDOO\�WR SURGXFH�D�FDVK�IRUHFDVW���7KH VWDUWLQJ�SRLQW�LV�WKH�RSHQ�DFFRXQWV�UHFHLYDEOHV��7KH�ER[�VKRXOG�WDNH�WKH�LQYRLFH�GDWHV�DQG VSDFH� WKRVH�RXW�EDVHG�RQ�SDVW� SD\PHQW�SDWWHUQV�RI� WKH� FXVWRPHUV��0RVW� V\VWHPV�FDQ�NHHS� WKH� FXVWRPHU�'62�DQG�DYHUDJH�GD\�RI� WKH�SD\PHQW� UHFHLSW� IRU�D�FXVWRPHU�� ,Q�PRVW�FDVHV�� FDVK� IRUHFDVWLQJ� EDVHG� RQ� SDVW� SD\PHQW� SDWWHUQV� SURYLGHV� IDLUO\� UHDVRQDEOH� FDVK�IRUHFDVWLQJ��7KLV�IRUPV�WKH�EDVHOLQH�RI�PRVW�FDVK�IRUHFDVWLQJ�WRROV���7KH FDSDFLW\� WR� UHILQH� WKH� EDVHOLQH� FDVK� IRUHFDVW� LV� QHHGHG�� 7KLV� UHTXLUHV� WKH� DELOLW\� WR�UHFRUG�WKH�LPSDFW�RI�FKDQJHV�EDVHG�RQ�NQRZOHGJH�JDLQHG�E\�\RXU�FROOHFWRUV�LQ�VSHDNLQJ�WR�WKH FXVWRPHUV��,I�WKH�FROOHFWRU�NQRZV��IURP�WDONLQJ�WR�D�FXVWRPHU��WKDW�D�ELJ�SD\PHQW�ZLOO�FRPH�LQ�ODWHU�RU�HDUOLHU�WKDQ�ZDV�IRUHFDVWHG��WKH�SURJUDP�VKRXOG�KDYH�WKH�DELOLW\�WR�VKLIW�WKH�IRUHFDVW�DFFRUGLQJO\���7KLV FRPELQDWLRQ� RI� EDVHOLQH� FDVK� IRUHFDVWLQJ� DQG� FDSWXULQJ� NQRZOHGJH� IURP� FROOHFWRUV�ZLWK UHDO�WLPH� FKDQJHV� LQFRUSRUDWHG� LV� D� IDLUO\� DFFXUDWH� FDVK� IRUHFDVWLQJ� WRRO�� 2QFH� DQ�DFFXUDWH�FDVK�IRUHFDVW�KDV�EHHQ�SUHSDUHG�DQG�WKH�GDWD�FDQ�EH�XVHG�WR�VHW�JRDOV�IRU�WKH�VWDII��
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DQG WKH� FROOHFWRUV� FDQ� EH� SRLQWHG� LQ� WKH� ULJKW� GLUHFWLRQ��7KH� IRUHFDVWLQJ� VRIWZDUH� VKRXOG�JLYH WKH� DELOLW\� WR� PRQLWRU� KRZ� DFWXDO� UHFHLSWV� DUH� GRLQJ� DJDLQVW� WKH� IRUHFDVWV� DQG� WR�TXLFNO\�WHOO�\RX�ZKHUH�\RX�DUH�IDOOLQJ�VKRUW���,I D� ZHHNO\� FDVK� UHYLHZ� EDVHG� RQ� FDVK� IRUHFDVWLQJ� DQG� DFWXDO� UHFHLSWV� GDWD� LV� GRQH��FXVWRPHU� SUREOHPV� DUH� TXLFNO\� HVFDODWHG��9LVLELOLW\� LV� DOVR� YHU\� LPSRUWDQW� WR� UHGXFH� WKH�FDVK� FRQYHUVLRQ� F\FOH�� 7KH� ORQJHU� WKH� UHFHLYDEOHV� DUH� RSHQ�� WKH� ORZHU� WKH� FKDQFHV� RI�JHWWLQJ� SDLG�� $Q\� LQIRUPDWLRQ� WKDW� FDQ� DFFHOHUDWH� WKH� SURFHVV� FDQ� KHOS� FRPSDQLHV�WUHPHQGRXVO\���,Q VXPPDU\��FDVK�IRUHFDVWLQJ�WRROV�DUH�OLNHO\�WR�LQFOXGH�WKH�IROORZLQJ�FDSDELOLWLHV���x $ TXLFN�EDVHOLQH� IRUHFDVW�RI�ZKHQ� UHFHLYDEOHV� VKRXOG�EH�SDLG��EDVHG�RQ�FXVWRPHU�KLVWRU\���x 7KH�DELOLW\� WR�UHILQH�WKH�EDVHOLQH�IRUHFDVW��EDVHG�RQ�FROOHFWRUV
�NQRZOHGJH�RI�GDLO\�FXVWRPHU�LQWHUDFWLRQV���x 9LVLELOLW\�LQWR�WKH�QXPEHUV�WR�ORFDWH�SUREOHPV�DQG�UHVROYH�WKHP�UDSLGO\����7KH DELOLW\� WR� FROOHFW� GDWD� IDVWHU� DQG� WR� KDYH� DFFXUDWH�� FRQVWDQWO\� XSGDWHG� FDVK� IRUHFDVWV�FDQ� KDYH� VHYHUDO� RWKHU� DGYDQWDJHV�� 2SHUDWLRQDOO\�� FROOHFWRUV� FDQ� WKHQ� IRFXV� PRUH� RQ�FROOHFWLRQV�LQVWHDG�RI�SUHSDULQJ�GDWD�IRU�FDVK�IRUHFDVWLQJ��&XUUHQWO\��PRVW�FROOHFWRUV�VSHQG�DERXW ���WR����SHUFHQW�RI�WKHLU�WLPH�RQ�JDWKHULQJ�DQG�SUHSDULQJ�GDWD�IRU�FDVK�IRUHFDVWLQJ��$V LQ� RWKHU� IDFHWV� RI� EXVLQHVV�� PRGHUQ� WRROV� ZLOO� SURYLGH� WKH� DELOLW\� WR� PDQDJH� FDVK�IRUHFDVWLQJ�ZLWK�ORZHUHG�FRVWV���7KDW VDLG�� WKH�KXPDQ�HOHPHQWV�RI�FDVK�IRUHFDVWLQJ�DQG�FROOHFWLRQV�ZLOO�SUREDEO\�QHYHU�EH�HOLPLQDWHG��*RRG�FXVWRPHU�UHODWLRQVKLS�PDQDJHPHQW�FDQQRW�EH�LJQRUHG��DQG�ZLOO�DOZD\V�EH�DQ LPSRUWDQW� SDUW� RI� FROOHFWLRQV� DQG� DFFXUDWH� IRUHFDVWLQJ�� WKRXJK� LW� VHHPV� OLNHO\� WKDW�WHFKQRORJ\�ZLOO�FUHHS�PRUH�DQG�PRUH�LQWR�WKH�SLFWXUH���)LQDQFH� GHSDUWPHQWV� KDYH� WUDGLWLRQDOO\� EHHQ� YHU\� FRQVHUYDWLYH� LQ� DGRSWLQJ� QHZ�WHFKQRORJLHV� DQG� LQ�PRVW� RUJDQL]DWLRQV� KDYH� FRQWLQXHG� WR� XVH� VSUHDGVKHHWV��PDQXDO� DQG�SDSHU�EDVHG� V\VWHPV��5LJKW�QRZ��RQO\��HDUO\�DGRSWHUV��RI�QHZ� WHFKQRORJ\�DUH�HPSOR\LQJ�WKH W\SHV�RI�WRROV�GLVFXVVHG�DERYH�IRU�WKHLU�FDVK�IRUHFDVWLQJ��:LWKLQ�D�FRXSOH�RI�\HDUV��WKLV�VRUW RI�IXQFWLRQDOLW\�VHHPV�OLNHO\�WR�EHFRPH�WKH�QRUP�UDWKHU�WKDQ�WKH�H[FHSWLRQ��7KH�HDUO\�DGRSWHUV�ZLOO� JDLQ� D� VKRUW�WHUP� DGYDQWDJH� RYHU� WKHLU� FRPSHWLWLRQ�� EXW� WKHVH� WHFKQRORJLHV�ZLOO��LQ�DOO�OLNHOLKRRG��HYHQWXDOO\�EHFRPH�WKH�UXOH���7KH FXUUHQW� VWDWH� RI� WKH� HFRQRP\�PD\� DFWXDOO\� VSHHG� WKLV� SURFHVV�� VLQFH� FRPSDQLHV� DUH�ORRNLQJ IRU�ZD\V� WR� JDLQ� D� WLJKWHU� JULS� RQ� WKHLU� H[LVWLQJ� UHYHQXH� VWUHDPV��&)2V�DOVR� DUH�IDFLQJ�LQFUHDVHG�SUHVVXUH�IURP�µ:DOO�6WUHHW¶�WR�SURGXFH�DFFXUDWH�FDVK�IRUHFDVWV��:KLOH�QR�FU\VWDO�EDOO�LV�SHUIHFW��RQH�WKLQJ�LV�IRU�VXUH��&)2V�DQG�ILQDQFH�SURIHVVLRQDOV�ZRQ
W�VWRS ORRNLQJ� IRU� ZD\V� WR� GR� WKHLU� MREV� EHWWHU�� IDVWHU� DQG� FKHDSHU�� )RU� WKLV� JHQHUDWLRQ� RI�ILQDQFH�SURIHVVLRQDOV��WKHUH�DUH�QHZ�WHFKQRORJLHV�WKHUH�WR�JUHHW�WKHP����
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� ,QERXQG�&DVK�)RUHFDVWLQJ�±�SUDFWLFDO�H[DPSOH�
�
���� &DVK�DQG�&DVK�)ORZV�LQ�WKH�&RPSDQ\�*URXS��
�
������ &DVK�DQG�FDVK�HTXLYDOHQWV�LGHQWLILFDWLRQ�
�7KH�EXVLQHVV�H[DPLQHG�LV�DFWLYH�LQ�HGXFDWLRQ�DQG�WUDYHO�LQGXVWU\�DQG�LQ�IDFW�LW�LV�D�JURXS�RI�VHYHQ FRPSDQLHV� PDQDJHG� E\� WKH� VDPH� PDQDJHPHQW� ERDUG� DQG� EHORQJLQJ� WR� WKH� VDPH�RZQHUV��7KH� FRPSDQ\�JURXS� LQ�TXHVWLRQ� FRQVLVWV�RI� D�PRWKHU� FRPSDQ\�DQG� VL[�GDXJKWHU�FRPSDQLHV��7KH�PRWKHU�FRPSDQ\�RZQV������VWRFNV�RI�WKH�GDXJKWHU�FRPSDQLHV��7KH\�DUH�PDLQO\� VSOLW� IRU�RUJDQL]DWLRQDO�SXUSRVHV�DQG�GXH� WR�GLIIHUHQW� W\SHV�RI� WKHLU�DFWLYLWLHV��DQG�SURGXFWV�RIIHUHG��7KH�PRWKHU�FRPSDQ\¶V�+HDG�4XDUWHUV�DUH�EDVHG�LQ�/RQGRQ�ZKHUHDV�WKH�RSHUDWLRQV�DUH�VSUHDG�RYHU�D�IHZ�%ULWLVK�FLWLHV����7KH� RUJDQL]DWLRQDO� VWUXFWXUH� LV� UHIOHFWHG� LQ� WKH� EXVLQHVV¶V� VWUXFWXUH� RI� EDQN� DFFRXQWV��%HFDXVH� WKH� VHYHQ� FRPSDQLHV� DUH� VHSDUDWH� HQWLWLHV�� WKH\� QHHG� WR� KDYH� WKHLU� RZQ� FXUUHQW�EDQN DFFRXQWV� LQ� RUGHU� WR� SD\� ELOOV� WR� WKHLU� FUHGLWRUV� DQG� FROOHFW� PRQH\� IURP� GHEWRUV��+RZHYHU�� WKH\�FDQ�IUHHO\�JLYH�ORDQV�WR�HDFK�RWKHU�E\�VLPSO\�PRYLQJ�FDVK�IURP�RQH�EDQN�DFFRXQW� WR� DQRWKHU�� 6LQFH� WKH� RZQHUV� RI� WKH� PRWKHU� FRPSDQ\� DUH� DW� WKH� VDPH� WLPH� WKH�RZQHUV�RI�WKH�GDXJKWHU�FRPSDQLHV��QR�ORDQ�GHDOV�KDYH�WR�EH�LQYROYHG����7KH�VL[�GDXJKWHU�FRPSDQLHV�DUH�QRW�DOORZHG�WR�RYHUGUDZ�WKHLU�EDQN�DFFRXQW�DQG�RQO\�WKH�PRWKHU�FRPSDQ\�KDV�DQ�RYHUGUDIW�OLPLW�VHW�XS�DQG�DSSURYHG�E\�WKH�FRPSDQ\¶V�EDQN��:KHQHYHU�WKHUH�LV�D�GHELW�EDODQFH�DSSHDULQJ�LQ�DQ\�RI�WKH�GDXJKWHU�FRPSDQLHV¶�DFFRXQWV��D�ORDQ�LV�JLYHQ�IURP�DQRWKHU�FRPSDQ\�EHORQJLQJ�WR�WKH�JURXS��VR�WKDW�WKH�EDODQFH�FRQVWDQWO\�VWD\V� LQ� FUHGLW� LQ� DOO� GDXJKWHU� FRPSDQLHV��7KLV� LV�ZK\� FRQWUROOLQJ� WKH� DPRXQW� RI� FDVK� LQ�EDQNV PHDQV�LQ�SUDFWLFH�FRQWUROOLQJ�WKH�FUHGLW�EDODQFH�RQ�WKH�VL[�DFFRXQWV�DQG�FRQWUROOLQJ�WKH�FUHGLW�RU�GHELW�EDODQFH�RQ�WKH�DFFRXQW�EHORQJLQJ�WR�WKH�PRWKHU�FRPSDQ\���,Q� WKH� FRPSDQ\� JURXS� D� FOHDU� VWUXFWXUH� RI� EDQN� DFFRXQWV� LV� KLJKO\� YDOXHG�� $OO� FXUUHQW�DFFRXQWV�� H[FHSW� IRU� RQH�� � DUH� NHSW� ZLWK� D� %ULWLVK� EDQN� DQG� DUH� FDUULHG� LQ� WKH� QDWLRQDO�FXUUHQF\�±�SRXQG�VWHUOLQJ��7KH�RQO\�IRUHLJQ�DFFRXQW�LV�FDUULHG�LQ�HXUR�DQG�LW�LV�NHSW�ZLWK�D�FRQWLQHQWDO�(XURSHDQ�EDQN�EDVHG�ZLWKLQ�WKH�(XUR�]RQH��7KH�SXUSRVH�RI� WKLV�DFFRXQW� LV�WR�FROOHFW�SD\PHQWV� IURP�ORFDO�FXVWRPHUV�DQG�DJHQWV��ZKR�DUH�DOVR� LQYRLFHG�LQ�HXUR�DQG�IRU�ZKRP LW�LV�PXFK�PRUH�FRQYHQLHQW�WR�RUJDQL]H�WKHLU�SD\PHQWV�ZLWKLQ�WKH�ERDUGHUV�RI�WKHLU�FRXQWU\��)XQGV�FROOHFWHG�LQ�WKLV�DFFRXQW�DUH�V\VWHPDWLFDOO\�WUDQVIHUUHG�WR�WKH�8.���'XH WR�WKH�QDWXUH�RI�WKH�EXVLQHVV�DQG�WKH�SK\VLFDO�GLVWDQFH�EHWZHHQ�WKH�RSHUDWLRQV�DQG�WKH�KHDG TXDUWHUV���WKUHH�FRPSDQLHV�LQ�WKH�JURXS�QHHG�WR�NHHS�WKHLU�RZQ�SHWW\�FDVK��7KHVH�DUH�VPDOO� DPRXQWV� XVHG� IRU� UHODWLYHO\� LQVLJQLILFDQW� � HYHU\GD\� VSHQGLQJ�� DLPLQJ� WR� IDFLOLWDWH�UXQQLQJ�WKH�RSHUDWLRQV�RI�WKH�VPDOOHU�GDXJKWHU�FRPSDQLHV���
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7R FRQFOXGH� WKH� DERYH� LQYHVWLJDWLRQ�� ZH� FDQ� GHVFULEH� WKH� FRPSDQ\� FDVK� DQG� FDVK�HTXLYDOHQWV�DV��FDVK�LQ�VHYHQ�FXUUHQW�EDQN�DFFRXQWV��RYHUGUDIW�LQ�D�EDQN�DFFRXQWV��IRUHLJQ�FXUUHQF\�FXUUHQW�EDQN�DFFRXQW��SHWW\�FDVK�KHOG�E\�WKH�RSHUDWLRQV��'XH�WR�WKH�IDFW� WKDW� WKH�FRPSDQ\�FDVK�IORZ�LV�UHODWLYHO\�WKLJK��WKHUH�LV�XVXDOO\�QR�LGOH�FDVK�ZKLFK�ZRXOG�QHHG�WR�EH�FRQYHUWHG�LQWR�OLTXLG�VKRUW�WHUP�LQYHVWPHQWV�DQG�WKXV�WKHUH�DUH�QR�FDVK�HTXLYDOHQWV�LQ�WKH�EXVLQHVV����
������ %DQN�UHFRQFLOLDWLRQV�DQG�UHSRUWLQJ�RQ�WKH�EDODQFHV�RI�FDVK��
�)RU PDQDJLQJ�FDVK�SURSHUO\��LW�LV�YHU\�LPSRUWDQW�WR�EH�FRQVWDQWO\�DZDUH�RI�WKH�FXUUHQW�FDVK�EDODQFH�� ,Q� WKH� FRPSDQ\� JURXS� DQDO\]HG�� DOO� FXUUHQW� EDQN� DFFRXQWV� DUH� UHFRQFLOHG� RQ� DQ�RQJRLQJ EDVLV��7KH�FRPSDQ\�DFFRXQWDQWV�VWDUW�HYHU\�ZRUNLQJ�GD\�ZLWK�DQDO\VLV�RI�WKH�FDVK�UHFHLYHG�DQG�SDLG�RXW�RI�WKH�EDQN�DFFRXQWV�LQ�RUGHU�WR�HVWDEOLVK�QRW�RQO\�WKH�WRWDO�DPRXQW�RI IXQGV�DYDLODEOH�LQ�WKH�EDQN�DFFRXQW�EXW�DOVR�EH�DZDUH�RI�WKH�WRWDO�DPRXQW�RI�XQSUHVHQWHG�VXSSOLHUV� FKHTXHV� �FKHTXHV� WKDW� KDYH� QRW� DV� \HW� EHHQ� EDQNHG��� L�H�� FDVK� ZKLFK� ZLOO�GHILQLWHO\�OHDYH�WKH�DFFRXQW�LQ�WKH�QHDUHVW�IXWXUH�����)RU WKH� UHFRQFLOLDWLRQ�SXUSRVHV� LW� LV�YHU\� LPSRUWDQW� WR� UHDOL]H� WKDW� WKH� LWHPV� OLVWHG�RQ� WKH�FUHGLW�VLGH�RI�WKH�EDQN�VWDWHPHQW�DUH�UHIOHFWHG�RQ�WKH�GHELW�VLGH�RI�WKH�EDQN�DFFRXQW�LQ�WKH�FRPSDQ\�DFFRXQWLQJ�V\VWHP��DV�WKH\�ERWK�VWDQG�IRU�LQFUHDVHV�RI�WKH�EDODQFH�RQ�WKH�DFFRXQW��VLQFH�LW�LV�DQ�DVVHW�LWHP�LQ�WKH�EDODQFH�VKHHW���$QG�VLPLODUO\��WKH�LWHPV�OLVWHG�RQ�WKH�GHELW�VLGH RI� WKH� EDQN� VWDWHPHQW� DUH� UHIOHFWHG� RQ� WKH� FUHGLW� VLGH� RI� WKH� EDQN� DFFRXQW� LQ� WKH�FRPSDQ\�DFFRXQWLQJ�V\VWHP�DV�WKH\�ERWK�VWDQG�IRU�GHFUHDVHV�RI�WKH�EDODQFH�RQ�WKH�DFFRXQW�����(YHU\ PRUQLQJ��EHIRUH�DQ\�GHFLVLRQV�UHJDUGLQJ�QHZ�VSHQGLQJ�DUH�WDNHQ��WKH�FRPSDQ\�VDOHV�DQG SXUFKDVH� OHGJHU�PDQDJHUV�KDYH� WR�PDNH�VXUH� WKDW�DOO� WKH�FDVK� LQ��DQG�RXWIORZV�KDYH�EHHQ� SRVWHG� WR� V\VWHP� DQG� WKH� DFFRXQWV� DUH� XS� WR� GDWH�� ,Q� SUDFWLFH� WKLV� PHDQV� WKDW� WKH�FRPSDQ\�SXUFKDVH�OHGJHU�PDQDJHU�KDV�WR�JR�WKURXJK�HDFK�DQG�HYHU\�RXWIORZ�DQG�FKHFN��E\�UHIHUHQFH�QXPEHU��LI�WKH\�KDYH�DOUHDG\�EHHQ�SRVWHG��7KLV�WDVN�PD\�FDXVH�GLIILFXOWLHV�DV�WKH�FRPSDQ\�KDV�VHW�XS�PDQ\�GLUHFW�GHELWV�ZLWK�LWV�VXSSOLHUV�DQG�LW�LV�QRW�DOZD\V�WKH�FDVH�WKDW�WKH SXUFKDVH�OHGJHU�FOHUN�KDV�UHFHLYHG�WKH�UHOHYDQW�LQYRLFHV����6LPLODUO\��WKH�VDOHV�OHGJHU�PDQDJHU�KDV�WR�FKHFN�LI�DOO�FDVK�UHFHLSWV�KDYH�EHHQ�SRVWHG�WR�WKH�DFFRXQWLQJ�V\VWHP��,Q�RUGHU�WR�GR�LW�SURSHUO\�DQG�PDWFK�WKH�UHOHYDQW�EDQN�UHFHLSWV�ZLWK�WKH�ULJKW� FXVWRPHU� DFFRXQWV�� WKHUH�PXVW� EH� D� VXIILFLHQW� DPRXQW� RI� LQIRUPDWLRQ� UHJDUGLQJ� WKH�UHFHLSW�� )LUVW� RI� DOO�� WKH� SD\HU� KDV� WR� EH� LGHQWLILDEOH� E\� QDPH� RU� DGGUHVV�� WKHLU� DFFRXQW�QXPEHU�LQ�WKH�DFFRXQWV�V\VWHP�PXVW�EH�UHWULHYHG�DQG�ILQDOO\�WKH�DOORFDWLRQ�GHWDLOV�IRU�WKH�UHFHLYHG� FDVK� KDYH� WR� EH� VWDWHG�� 7KLV� WDVN� FDQ� RQO\� EH� FRQGXFWHG� VPRRWKO\� LI� WKHUH� LV�VXIILFLHQW� LQIRUPDWLRQ� IORZ� EHWZHHQ� WKH� FRPSDQ\� FDVK� FROOHFWRUV� DQG� WKH� FRPSDQ\�FXVWRPHUV� DQG� DJHQWV�� 1RUPDOO\� DQ� H[SHULHQFHG� FRPSDQ\� FUHGLW� FRQWUROOHU� LV� DEOH� WR�LGHQWLI\�WKH�PDMRULW\�RI�FDVK�UHFHLSWV�GXH�WR�KLV�RU�KHU�NQRZOHGJH�RI�VDOHV�LQYRLFHV�DQG�RQ�WKH EDVLV� RI� SD\PHQW� FRQILUPDWLRQV� UHFHLYHG� RU� HYHQWXDOO\�� E\� DVNLQJ� DQG� GLVFXVVLQJ� WKH�UHFHLSWV�ZLWK�WKH�FRPSDQ\�ERRNLQJV�GHSDUWPHQW�����



���

$IWHU�FRPSOHWLQJ�WKLV�WDVN��ERWK�WKH�FRPSDQ\�VDOHV�DQG�SXUFKDVH�OHGJHU�PDQJHUV�KDYH�WR�EH�DEOH� WR�HVWDEOLVK�DOVR�ZKDW� LV� WKH�DPRXQW�RI�FDVK�SRVWHG� WR� WKH�V\VWHP�DOUHDG\�EHIRUH� WKH�DFWXDO�FDVK�LQ��DQG�RXWIORZV��)RU�WKH�VDOHV�OHGJHU�PDQDJHU�LW�PHDQV�LGHQWLI\LQJ�WKH�DPRXQW�RI FDVK�SRVWHG�WR�WKH�V\VWHP�EHIRUH�WKH�DFWXDO�UHFHLSW��L�H��FUHGLW�FDUG�SD\PHQWV��DQG�IRU�WKH�SXUFKDVH� OHGJHU� PDQDJHU� LW� PHDQV� LGHQWLI\LQJ� WKH� FKHTXHV� DOUHDG\� UDLVHG� EXW� QRW� \HW�EDQNHG�E\�WKH�VXSSOLHUV��XQSUHVHQWHG�����
������ &KDUDFWHULVWLFV�RI�WKH�FRPSDQ\�FDVK�IORZV�
�$V GLVFXVVHG�LQ�WKH�WKHRUHWLFDO�SDUW�RI�WKH�WKHVLV��LW�LV�WKH�HDVLHVW�WR�V\VWHPL]H�DQG�DQDO\]H�WKH FRPSDQ\� FDVK� LQ�� DQG� RXWIORZ� E\� GLYLGLQJ� WKHP� LQWR� WKH� WKUHH� FDWHJRULHV� GLVFXVVHG��RSHUDWLQJ�� LQYHVWLQJ� DQG� ILQDQFLQJ� FDVK� IORZV�� %HFDXVH� WKLV� WKHVLV� FRYHUV� WKH� LVVXHV� RI�VKRUW�WHUP� ILQDQFLDO� OLTXLGLW\�� FRPSDQ\� IORZV� IURP� LQYHVWLQJ� DQG� ILQDQFLDO� DFWLYLWLHV�ZLOO�QRW EH� KHUH� GLVFXVVHG�� 7KH� GHFLVLRQV� FRQFHUQLQJ� WKHP� IDOO� LQ� WKH� VFRSH� RI�PDQDJHPHQW�GHFLVLRQV� DQG� XVXDOO\� DUH� VXSSRUWHG� E\� WKH� LQIRUPDWLRQ� SURYLGHG� LQ� WKH� RSHUDWLRQDO� FDVK�IORZ�� LGOH� FDVK� IURP� RSHUDWLRQV�ZLOO� EH� LQYHVWHG� �LQYHVWLQJ� DFWLYLWLHV�� DQG� FDVK� VKRUWDJH�ZLOO QHHG�WR�EH�FRYHUHG�E\�DGGLWLRQDO�ERUURZLQJV��ILQDQFLDO�DFWLYLWLHV�����7KH PRVW� LPSRUWDQW� LQIORZV�RI�FDVK�LQ�WKH�FRPSDQ\�JURXS�DQDO\]HG�DUH�WKH�LQIORZV�IURP�RSHUDWLQJ� DFWLYLWLHV�� 7KH\� DUH� WKH� PRVW� UHJXODU� UHFHLSWV� DQG� WKH� PDLQ� VRXUFH� RI� WKH�FRPSDQ\¶V�FDVK�XVHG�WR�SD\�ELOOV��ZDJHV�DQG�WD[HV��7KH\�PDLQO\�FRQVLVW�RI�FDVK�FRPLQJ�LQ�IURP�FROOHFWLRQ�RI�UHFHLYDEOHV��UHIXQGV�UHFHLYHG�IURP�VXSSOLHUV�DQG�FROOHFWLRQ�RI�FDVK�IURP�YLVD V\VWHP��7KHVH�DUH� WKH�FDVK� UHFHLSWV� WKDW�DSSHDU�RQ� WKH�FUHGLW� VLGH�RI� WKH�FRPSDQLHV¶�FXUUHQW� EDQN� DFFRXQWV� DQG� KDYH� WR� EH� UHFRQFLOHG� DQG� SRVWHG� WR� WKH� DFFRXQWLQJ� V\VWHP�UHJXODUO\����7KH DPRXQW� FDVK� LQIORZLQJ� IURP� FXVWRPHUV� DQG� DJHQWV� GHSHQGV�PDLQO\� RQ� WKH� FRPSDQ\�VDOHV�DFWLYLWLHV��7KH�PRUH�VDOHV�LV�JHQHUDWHG�E\�WKH�FRPSDQ\�RSHUDWLRQV�WKDW�PRUH�FDVK�FDQ�EH FROOHFWHG�� +RZHYHU�� LQ� WKH� EXVLQHVV� DQDO\]HG�� VDOHV� DQG� WKXV� DOVR� FDVK� LQIORZV� IURP�FROOHFWLRQ�RI�UHFHLYDEOHV�KDYH�SXUHO\�VHDVRQDO�FKDUDFWHU��7KLV�LV�GXH�WR�WKH�IDFW�WKDW�WKH�VL[�RI WKH� GDXJKWHU� FRPSDQLHV� DUH� DFWLYH� LQ� WRXULVWLF� DQG� HGXFDWLRQ� LQGXVWU\�ZKLFK� QRUPDOO\�JHWV EXV\�LQ�WKH�VXPPHU�VHDVRQ��,Q�SUDFWLFH�LW�PHDQV�WKDW�WKH�FRPSDQ\�JURXS�H[SHULHQFHV�WKH ELJJHVW� LQIORZ�RI�FDVK�IURP�$SULO� WR�$XJXVW�DQG�VXIIHUV�IURP�VHYHUH�FDVK�VKRUWDJH�LQ�ODWH�DXWXPQ�DQG�ZLQWHU����7KLV VHDVRQDO� SDWWHUQ� RI� WKH� FRPSDQ\� JURXS¶V� LQERXQG� FDVK� IORZ� KDV� LPSRUWDQW�LPSOLFDWLRQV�IRU�FDVK�IRUHFDVWLQJ�DQG�VHWV�JUHDW�FKDOOHQJHV�IRU�HQVXULQJ�WKH�FRPSDQ\�VKRUW�WHUP�OLTXLGLW\��,Q�VXPPHU��WKH�LGOH�FDVK�JDWKHUHG�LQ�WKH�FRPSDQ\�FXUUHQW�EDQN�DFFRXQWV�KDV�WR EH� LQYHVWHG� LQ� PRUH� SURILWDEOH� ILQDQFLDO� LQVWUXPHQWV� ZKHUHDV� GXULQJ� ZLQWHU� WKHVH�LQVWUXPHQWV�KDYH�WR�EH�OLTXLGDWHG�VR�WKDW�WKH\�FDQ�EH�XVHG�WR�KHOS�WKH�VKRUWDJH�RI�FDVK��,Q�SUDFWLFH� WKLV� PHDQV� WKDW� LQERXQG� FDVK� IRUHFDVWLQJ� KDV� WR� EH� HTXDOO\� DFFXUDWH� ERWK� LQ�VXPPHU�DQG�ZLQWHU�VHDVRQ��KRZHYHU�WKHUH�LV�PRUH�SUHVVXUH�RQ�WKH�IRUHFDVWHUV�LQ�WKH�ZLQWHU�DV VKRUWDJHV� RI� FDVK�PD\� KDYH�PRUH� VHULRXV� LPSOLFDWLRQV� IRU� WKH� EXVLQHVV� WKDQ� WKH� FDVK�H[FHVV���



���

$V DOUHDG\�GLVFXVVHG� LQ� WKH� WKHRUHWLFDO� SDUW�� LQ� FDVH�RI� VWURQJ�VHDVRQDO� VDOHV�� FDVK� IORZV�IRUHFDVWLQJ� LV� H[WUHPHO\� GLIILFXOW��7KH� VHDVRQDOLW\� RI� WKH� EXVLQHVV� FDXVHV� WKDW� LW� EHFRPHV�LPSRVVLEOH�WR�XVH�WKH�PRVW�FRPPRQ�DQG�WUDGLWLRQDO�WRROV�RI�IRUHFDVWLQJ�FDVK��H[WUDSRODWLQJ�FDVK�UHFHLSWV�RQ�WKH�SDVW�VL[�PRQWKV�GRHV�QRW�EULQJ�H[SHFWHG�DQG�DFFXUDWH�UHVXOWV����7KH PRVW� LPSRUWDQW�JURXSV�RI� WKH�FRPSDQ\�JURXS¶V�FDVK�RXWIORZV�DUH��SD\PHQWV�WR�ORFDO�RUJDQL]HUV�� RWKHU� JURXS� WUDYHO� UHTXHVWV�� KRVW� IDPLOLHV�� WUDGH� FUHGLWRUV�� IUHHODQFH� WHDFKHUV��FKLOGFDUH�� UHQW�� EXVLQHVV� UDWHV�� ELOOV�� LQWHUQDWLRQDO� SD\PHQWV�� UHIXQGV�� UHJXODU� SD\PHQWV��SD\PHQWV� RI� VDODULHV�� 3$<(�1,&�� 9$7�� RWKHU� SD\PHQWV�� /RFDO� RUJDQL]HUV� DQG� KRVW�IDPLOLHV� DOZD\V�KDYH� WR�EH�SDLG�DW� IURQW� �EHIRUH� WKH\�SURYLGH� WKH� VHUYLFH���%HFDXVH� WKHVH�DUH VXEVWDQWLDO� SD\PHQWV�� WKH� QHHG� WR� SD\� LQ� DGYDQFH� LV� D� FDXVH� RI� KLJK� SUHVVXUH� RQ� WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�ZKR�KDV�WR�PDNH�VXUH�WKDW�WKH�SD\PHQW�IRU�WKH�VHUYLFH�LV�FRYHUHG�E\ WKH�UHFHLSW�FROOHFWHG�IURP�WKH�FXVWRPHU���7KH VHFRQG�PRVW�FKDUDFWHULVWLF�SDWWHUQ�RI�WKH�EXVLQHVV¶V�FDVK�IORZ�LV�LWV�WLJKWQHVV���0RVW RI�WKH�FRPSDQ\�VXSSOLHUV�UHTXLUH�SD\PHQWV�IRU�VHUYLFHV�SURYLGHG�E\�WKHP�EHIRUH�WKH\�SURYLGH�WKH�DFWXDO�VHUYLFH��L�H��WUDQVSRUWDWLRQ�RI�D�JURXS��DFFRPPRGDWLRQ�HWF����7KLV�PHDQV�WKDW�WKH�RQO\�ZD\�WR�IXOILO�WKHLU�UHTXLUHPHQWV�ZLWKRXW�DQ�DGGLWLRQDO�LQFUHDVH�LQ�WKH�FRPSDQ\�ZRUNLQJ�FDSLWDO�LV�WR�FROOHFW�SD\PHQWV�IURP�WKH�FRPSDQ\�FXVWRPHUV�DQG�DJHQWV�EHIRUH�WKH�VHUYLFH� LV� SURYLGHG� �D� JURXS� WUDYHOV� RU� D� VWXGHQW� WDNHV� D� FRXUVH��� $QG� WKLV� FDQ� RQO\� EH�HQVXUHG�E\�DFWLYH�RU�HYHQ�DJJUHVVLYH�LQERXQG�FDVK�IORZ�FROOHFWLRQ����7KH ERWK�DERYH�GHVFULEHG�FKDUDFWHULVWLFV�RI�WKH�FRPSDQ\�JURXS¶V�FDVK�IORZ�OD\�JURXQG�IRU�WKH FRPSDQ\�QHHG�IRU�FDVK�IRUHFDVWLQJ��%HFDXVH�WKH�FDVK�IORZ�LV�VWURQJO\�VHDVRQDO�LW�KDV�WR�EH IRUHFDVWHG�VR�WKDW�LQ�FDVH�RI�VHYHUH�FDVK�VKRUWDJH�WKH�FRPSDQ\�PDQDJHPHQW�LV�DZDUH�RI�WKH ODFN�RI�VKRUW�WHUP�OLTXLGLW\��%HFDXVH�WKH�FDVK�IORZ�LV�WKLJK��LW�KDV�WR�EH�IRUHFDVWHG�DQG�SURSHUO\�PDQDJHG� RQ� DQ� RQJRLQJ� EDVLV� LQ� RUGHU� WR� DYRLG� FRVWO\� LQFUHDVH� LQ� WKH� FRPSDQ\��ZRUNLQJ�FDSLWDO����
���� 7KH�VSHFLILFV�RI�WKH�FRPSDQ\�JURXS�FUHGLW�FRQWURO�
�$V SUHYLRXVO\� GLVFXVVHG�� WKH� FRPSDQ\� FDVK� IORZ� LV� YHU\� WKLJK�� &XVWRPHU� SD\PHQWV� IRU�VHUYLFHV� SURYLGHG� KDYH� WR� EH� SDLG� IRU� EHIRUH� SURYLGLQJ� WKH� VHUYLFH�EHFDXVH� WKH� FRPSDQ\�VXSSOLHUV�DUH�PDLQO\� LQGLYLGXDOV�ZKR�QHHG�SD\PHQW�EHIRUH�SURYLGLQJ� WKHLU�VHUYLFH��,I� WKLV�FRQGLWLRQ�LV�QRW�IXOILOOHG��WKH�FRPSDQ\�KDV�WR�HQJDJH�PRUH�RI�LWV�RZQ�IXQGV�ZKLFK�DUH�QRW�IUHHO\ DYDLODEOH� EXW� KDYH� WR� EH� ERUURZHG� IURP� WKH� EDQN� DW� D� KLJK� UDWH�� 7KH� RYHUDOO�SURILWDELOLW\� LV� WKXV� ORZHUHG��7KLV� LV�ZK\� WKH� JRDO� RI� WKH� FRPSDQ\� FUHGLW� FRQWUROOHU� LV� WR�ZRUN RXW�D�SURFHVV�WKDW�FDQ�PDNH�VXUH�WKDW�WKLV�FRQGLWLRQ�LV�DOZD\V�IXOILOOHG����7R� VWDUW� ZLWK�� WKH� FRPSDQ\� RYHUDOO� WHUPV� DQG� FRQGLWLRQV� RI� SD\PHQW� KDYH� WR� EH� EULHIO\�GLVFXVVHG��*HQHUDOO\��SD\PHQWV�IRU�LQGLYLGXDO�VWXGHQWV�EHFRPH�GXH�WZR�ZHHNV�EHIRUH�WKHLU�DUULYDO�ZKHUHDV�SD\PHQWV� IRU�JURXS� WUDYHO�EHFRPH�GXH�D�PRQWK�EHIRUH� WKH�JURXS� WUDYHOV��7KHVH�WHUPV�DQG�FRQGLWLRQV�DUH�VWDWHG�LQ�WKH�FRPSDQ\�DJHQF\�DJUHHPHQW�DV�ZHOO�DV�RQ�HDFK�DQG HYHU\� LQGLYLGXDO� FXVWRPHU� LQYRLFH�� 7KLV� IHDWXUH�� FKDUDFWHULVWLF� IRU� WKH� WRXULVWLF�LQGXVWU\��PDNHV�LQERXQG�FDVK�IORZ�PDQDJHPHQW�HYHQ�PRUH�GLIILFXOW����



���

1RUPDOO\�� FRPSDQLHV� WDNH� D� SHUFHQWDJH� RI� WKHLU� VDOHV� LQ�RUGHU� WR� HVWLPDWH� WKH� DPRXQW�RI�FDVK�WKH\�H[SHFW�WR�UHFHLYH�ZLWKLQ�WKH�QH[W�ZHHNV�RU�PRQWKV�EDVHG�RQ�WKHLU�SDVW�H[SHULHQFH��%\ DQDO\VLQJ�WKH�SDVW�VDOHV�DQG�FDVK�LQIORZV��D�FDVK�FRQYHUVLRQ�SHULRG�LV�QRUPDOO\�GHILQHG�DQG RQO\� WKH� ROG� LQYRLFHV� DUH� FKDVHG� WR� PDNH� VXUH� WKDW� WKHUH� DUH� QR� ODWH� SD\HUV� LQ� WKH�EXVLQHVV��,Q�WKH�FDVH�RI�WKH�FRPSDQ\�JURXS�GLVFXVVHG�WKLV�DSSURDFK�FDQQRW�EH�XVHG�DV�YHU\�RIWHQ� WULSV�DQG�FRXUVHV�DUH�ERRNHG�ZHOO� LQ�DGYDQFH�RU��RQ�WKH�RWKHU�H[WUHPH�� WKH�ERRNLQJ�DUH PDGH�ODWH�DQG�VKRUWO\�EHIRUH�WKH�DUULYDO���
,I WKH�VHUYLFH� LV�ERRNHG�ZHOO� LQ�DGYDQFH�� WKH�SD\PHQW� IRU� WKHP�RQO\�EHFRPHV�GXH�DIWHU�D�IHZ�ZHHNV�RU�HYHQ�PRQWKV��,Q�WKLV�FDVH�WKH�FRPSDQ\�KDV�WR�LQFOXGH�WKHVH�IXWXUH�ERRNLQJV�LQ WKH�FRPSDQ\�GHIHUUHG�LQFRPH�ZKLFK�LV�D�EDODQFH�VKHHW�QRW�SURILW�DQG�ORVV�LWHP��2Q�WKH�RWKHU� VLGH�� YHU\� RIWHQ� WKH� FRPSDQ\�ERRNLQJV� GHSDUWPHQW� UDLVHV� WKH� VDOHV� LQYRLFHV� RQO\� D�IHZ�GD\V�EHIRUH� WKH� DUULYDO�ZKLFK� DOORZV� WKH� FRPSDQ\�FDVK� FROOHFWRU�RQO\� D� IHZ�GD\V� WR�PDNH�VXUH�WKDW�WKH�SD\PHQW�KDV�EHHQ�PDGH�DQG�UHFHLYHG�RQ�WLPH��ODWH�ELOOLQJ�����
7KHVH WZR�IHDWXUHV�RI�WKH�FRPSDQ\�ELOOLQJ�SURFHGXUH�DUH�DQ�LPSRUWDQW�IDFWRU�LQFUHDVLQJ�WKH�FDVK�IORZ�XQSUHGLFWDELOLW\�DQG�PDNLQJ�FDVK�IRUHFDVWLQJ�PXFK�PRUH�GLIILFXOW��%HFDXVH�WKH�FRPSDQ\� FUHGLW� FRQWUROOHU� DQG� FDVK� FROOHFWRU� LV� XQDZDUH� RI� D� VKRUWO\� FRPLQJ� VXEVWDQWLDO�GHDO�� KH� RU� VKH� ZRXOG� QRW� LQFOXGH� WKH� LQIORZ� IURP� WKLV� GHDO� WR� KLV� RU� KHU� LQERXQG� FDVK�IRUHFDVW��$W� WKH�VDPH�WLPH�� WKH�SXUFKDVH�OHGJHU�PDQDJHU�LV�XQDZDUH�RI�IXQGV�UHTXLUHPHQW�ZKLFK ZLOO�VKRUWO\�EHFRPH�GXH��7KXV� LW�EHFRPHV� LQFUHDVLQJO\�GLIILFXOW� WR�FROOHFW� WKH�FDVK��RQ RQH�VLGH�DQG�WR�RUJDQL]H�WKH�SD\PHQW�IRU�WKH�VXSSOLHU�RQ�WKH�RWKHU��7KH�FRPSDQ\�FDVK�IRUHFDVW�EHFRPHV�GLVUXSWHG����7KH LQGXVWU\�DQG�EXVLQHVV�VSHFLILF�IHDWXUHV�RI�VDOHV�DQG�ERRNLQJ�SURFHGXUHV��FUHDWH�D�QHHG�IRU� D� FXVWRPL]HG� DSSURDFK� WR� WKH� SURFHVV� RI� FDVK� FROOHFWLRQ�� FUHGLW� FRQWURO� DQG� FDVK�IRUHFDVWLQJ��2Q�WKH�EDVLV�RI�REVHUYDWLRQ�DQG�H[SHULHQFH��WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�KDV�HVWDEOLVKHG� D� SURFHGXUH� ZKLFK� VKRXOG� HQVXUH� WKDW� WKH� FRPSDQ\� WHUPV� DQG� FRQGLWLRQV�UHJDUGLQJ� SD\PHQW� DUH� IXOILOOHG� DW� DQ\� JLYHQ� WLPH� WR� WKH� RSWLPDO� GHJUHH�� 7KH� SURFHVV� RI�FRQWUROOLQJ�FUHGLW�LV�VKRZQ�RQ�WKH�EHORZ�JUDSK���*UDSK��&UHGLW�FRQWURO�SURFHVV�DW�WKH�FRPSDQ\�JURXS�DQDO\]HG���

0RQ � 2YHUGXH�SD\PHQW�UHPLQGHUV�ID[HG�DQG�RU�HPDLOHG� �
 7XHV � &ROOHFWLQJ�UHSOLHV��VROYLQJ�TXHULHV� �
 :HG � /HGJHU�XSGDWH��FRQWDFWLQJ�RQ�SKRQH� �
 7KX� �� &UHGLW�FRQWURO�UHSRUW�DQG�PHHWLQJ� �
 )UL� �� /HGJHU�XSGDWH��GHFLVLRQV��OLVW�RI�QHZ�SD\PHQWV�GXH� �

&DVK�SRVWLQJ�

6RXUFH��RZQ�



���

*UDSK�GHVFULSWLRQ���
6WHS ���%HFDXVH�PRVW�RI�WKH�JURXSV�DQG�VWXGHQWV�DUULYH�RQ�ZHHNHQGV��0RQGD\V�DUH�WKH�GD\V�ZKHQ�SD\PHQWV� IRU� WKH� DUULYDOV� LQ� WZR� ZHHNV� EHFRPH� ILUVW� GXH�� 7KH� FRPSDQ\� JURXS� FUHGLW�FRQWUROOHU� VHQGV� SD\PHQW� UHPLQGHUV� WR� GLUHFW� FXVWRPHUV� DQG� DJHQWV� LQIRUPLQJ� WKDW� WKH�SD\PHQW�KDV�MXVW�EHFRPH�GXH�DQG�DQ�XUJHQW�IXQGV�WUDQVIHU�LV�QHHGHG�DV�LW�WDNHV�D�IHZ�GD\V�IRU�DQ�LQWHUQDWLRQDO�WUDQVIHU�WR�DUULYH�LQ�D�%ULWLVK�EDQN�DFFRXQW�XQOHVV�WKH�SD\HU�RUJDQL]HV�DQ H[SHQVLYH�RQH�GD\�WUDQVIHU���6WHS ����7XHVGD\V�DUH�XVXDOO\�WKH�GD\V�ZKHQ�PRVW�RI�WKH�DJHQW�UHSOLHV�UHJDUGLQJ�WKH�UHPLQGHUV�VHQW�DUH FROOHFWHG��:KHQ�WKH�GHDO�XQGHUO\LQJ�WKH�LQYRLFH�LV�IUHH�RI�TXHULHV��WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�PD\�H[SHFW�SD\PHQW�FRQILUPDWLRQ��KRZHYHU�LI�WKHUH�LV�VRPHWKLQJ�ZURQJ�ZLWK�WKH�ERRNLQJ RU�VDOHV��D�TXHU\�PD\�RFFXU��,W�KDV�WR�EH�KDQGOHG�ZLWK�SUHFLVLRQ�DQG�XUJHQF\�DV�LW�XVXDOO\�LV�VKRUWO\�EHIRUH��WKH�GDWH�RI�WUDYHO��7KH�FUHGLW�FRQWUROOHU�KDV�WR�VROYH�WKHVH�TXHULHV�ZLWK VDOHV� DQG� ERRNLQJV� GHSDUWPHQWV�� 2IWHQ� UHVHQGLQJ� DQ� LQYRLFH� RU� UHFRQFLOLDWLRQ� RI�DFFRXQW�LV�QHHGHG����6WHS ����2Q :HGQHVGD\�PRUQLQJV� DOO� LQYRLFHV� FUHDWHG� RQ�0RQGD\�DQG�7XHVGD\� DUH�SRVWHG� WR� WKH�FRPSDQLHV¶� VDOHV� OHGJHUV� IURP� DFFHVV� GDWD� EDVHV� ZKHUH� WKH\� RULJLQDOO\� DUH� UDLVHG�� 7KH�FRPSDQ\�FUHGLW�FRQWUROOHU�KDV�WR�PDNH�VXUH�WKDW�WKHUH�DUH�QRW�DQ\�ODWH�ELOOHG�DUULYDOV�DPRQJ�WKHP��,Q�FDVH�WKHUH�DUH�LQYRLFHV�WKDW�QHHG�WR�EH�FROOHFWHG�XUJHQWO\��DQ�DJHQW�RU�VWXGHQW�KDV�WR EH� FRQWDFWHG� LPPHGLDWHO\� RQ� SKRQH� LQ�RUGHU� WR� FODULI\� WKH�SD\PHQW�TXHVWLRQ�XUJHQWO\���ILQG� RXW� H[DFWO\� ZKHQ� WKH� SD\PHQW� DUULYHV� LQ� WKH� EDQN� DFFRXQW� DQG� SRVVLEO\� DVN� IRU� D�SD\PHQW� FRQILUPDWLRQ��$JHQWV�ZKR�KDYH�QRW� UHSOLHU� WR� WKH�0RQGD\�PHVVDJHV�KDYH� WR�EH�FRQWDFWHG�XUJHQWO\�RQ�SKRQH���6WHS ���2Q 7XHVGD\�PRUQLQJV�LW�LV�FRPPRQ�WR�ZULWH�D�UHSRUW�RQ�WKH�QH[W�ZHHNHQG�DUULYDOV�ZKLFK�KDYH QRW�DV�\HW�EHHQ�SDLG�IRU��7KH�UHSRUW�LV�VXEPLWWHG�WR�WKH�FRPSDQ\�VDOHV�PDQDJHUV�ZKR�DOVR� EHDU� UHVSRQVLELOLW\� IRU� FROOHFWLQJ� FDVK�� 7KH\� QHHG� WR� WDNH� GHFLVLRQ� UHJDUGLQJ� WKH�DUULYDOV�XQSDLG�±�HLWKHU�WKH\�DOORZ�D�ODWH�SD\PHQW�RU�WKH\�VXVSHQG�WKH�XQSDLG�WUDYHO�XQWLO�D�IXOO�SD\PHQW�KDV�EHHQ�UHFHLYHG��7KH\�LQIRUP�ZKDW�WKHLU�GHFLVLRQ�LV�DQG�WKH�FUHGLW�FRQWUROOHU�XVXDOO\�FRQWDFWV�DJHQW�DJDLQ�LQ�RUGHU�WR�FRQYH\�WKH�PHVVDJH�DQG�H[SODLQ�ZKDW�WKH�VLWXDWLRQ�LV� ,W� LV� YHU\� FRPPRQ� WR� DVN� WKH� DJHQW� RU� LQGLYLGXDO� WR� VHQG� D� SD\PHQW� FRQILUPDWLRQ� RU�FUHGLW�FDUG�GHWDLOV�DV�D�SD\PHQW�JXDUDQWHH���6WHS ���2Q )ULGD\�WKH�ILQDO�GHFLVLRQV�µVWRS�RU�JR¶�DUH�WDNHQ�IRU�WKH�DUULYDOV�QRW�\HW�SDLG�IRU��6RPH�DFFRXQWV� FDQ�EH�SXW�RQ�KROG�GXH� WR� WKHLU�QRQ�SD\PHQWV�DQG� UHOHYDQW�PHDVXUHV�DUH� WDNHQ��7KH GHFLVLRQ�PDNHUV�DUH�WKH�FRPSDQ\�PDQDJHUV�ZKR�EDVH�WKHLU�FKRLFHV�PDLQO\�RQ�WKH�W\SH�RI UHODWLRQVKLS� EHWZHHQ� WKH� FRPSDQ\� JURXS� DQG� WKH� DJHQW� ZKR� KDV� QRW� SDLG�� ,W� WKH�UHODWLRQVKLS� LV� JRRG� DQG� LQ� WKH� SDVW� WKHUH�ZHUH� QRW� DQ\� SUREOHPV�ZLWK� WKH� SD\PHQW�� WKH�DJHQW PD\�E\�H[FXVHG�DQG�DOORZHG�WR�SD\�ODWHU��+RZHYHU��LI�WKH�KLVWRU\�RI�WKH�DJHQW�GRHV�
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QRW EHORQJ� WR� WKH�EHVW�� WKH�DUULYDO�PD\�EH�VXVSHQGHG�DQG� WKH�VWXGHQWV�JURXSV�PD\�QRW�EH�DOORZHG�WR�WUDYHO���2Q )ULGD\�PRUQLQJV�OHGJHUV�DUH�XSGDWHG�DJDLQ�E\�SRVWLQJ�QHZ�LQYRLFHV�IURP�WKH�UHOHYDQW�GDWD�EDVHV� WR� WKH�DFFRXQWV�V\VWHP��)URP�DOO�VDOHV� OHGJHUV� WKH�DJHG�GHEWRU�DQDO\VLV� LV� UXQ��OHGJHUV�DUH�FOHDQHG�XS�E\�DOORFDWLQJ�LQYRLFHV�DQG�FUHGLW�QRWHV�DJDLQVW�HDFK�RWKHU��$�QHZ�OLVW�RI DFFRXQWV�FKDVDEOH�LV�FUHDWHG�DQG�WKH�LWHPV�RXWVWDQGLQJ�DUH�SULRULWLVHG�VR�WKDW�WKH�FUHGLW�FRQWUROOHU� FDQ� IRFXV� RQ� WKH� PRVW� LPSRUWDQW� LVVXHV� ILUVW� HDUO\� QH[W� ZHHN�� 7KH� SURFHVV� LV�FORVHG�E\�IRUHFDVWLQJ�FDVK�UHFHLSWV�IRU�WKH�QH[W�IRXU�ZHHNV���
7KH FRPSDQ\� FUHGLW� FRQWUROOHU� LV� DZDUH� RI� WKH� SD\PHQWV� GXH� DQG� NHHSV� D� SULRULWLVHG� OLVW�DFFRUGLQJ�WR�ZKLFK�LQYRLFHV�RXWVWDQGLQJ�DUH�FKDVHG��'XULQJ�WKH�ZKROH�SURFHVV��FXVWRPHUV¶�UHFRUGV� DUH� XSGDWHG� DQG� GHVFULEHG� LQ� WKH� FUHGLW� FRQWURO�� 7KH� FUHGLW� FRQWURO� QRWHV� DUH� D�YDOXDEOH� VRXUFH�RI� LQIRUPDWLRQ� DERXW� WKH� FRPSDQ\�EXVLQHVV�SDUWQHUV¶�SD\PHQW�EHKDYLRXU�DQG WKH�EHWWHU�WKH\�DUH�NHSW�XS�WR�GDWH�WKH�PRUH�KHOSIXO�WKH\�EHFRPH��7KH\�VKRXOG�LQFOXGH�LQIRUPDWLRQ� DERXW� FRQWDFWLQJ� WKH� FXVWRPHU�DJHQW�� DERXW� ZKDW� KDV� EHHQ� VDLG�� GRQH� RU�UHTXHVWHG��2IWHQ�VSHFLILF�WHUPV�DQG�FRQGLWLRQV�DUH�GHVFULEHG�LQ�WKHVH�QRWHV����
)ROORZLQJ�WKH�DERYH�GHVFULEHG�SURFHVV�EULQJV�LPSRUWDQW�EHQHILWV�WR�WKH�FRPSDQ\�ILQDQFLDO�DQG VDOHV�PDQDJHUV�DV�ZHOO�DV�WKH�FUHGLW�FRQWUROOHU�KLPVHOI��7KH�FRPSDQ\�WUHDVXUHU�NQRZV�KRZ PXFK� FDVK� VKRXOG� EH� H[SHFWHG� DQG� WKXV� KRZ� PXFK� FDQ� EH� VSHQW�� WKH� VKRUW�WHUP�OLTXLGLW\�FDQ�EH�HQVXUHG��7KH�FRPSDQ\�VXSSOLHUV�FDQ�EH�LQIRUPHG�WKDW�WKH\�FDQ�H[SHFW�WKHLU�SD\PHQW�WR�EH�RUJDQL]HG�VKRUWO\�RU�WKH\�ZLOO�VWLOO�KDYH�WR�ZDLW�IRU�WKHLU�IXQGV��2Q�WKH�RWKHU�VLGH�� VDOHV� PDQDJHPHQW� LV� LQIRUPHG� DERXW� WKH� QRQ�SD\PHQW� DQG� FDQ� WDNH� WKH� UHOHYDQW�DSSURDFK WR�WKH�DJHQW�RU�FXVWRPHU�FRQFHUQHG��7KH\�PD\�FKDQJH�WKHLU�WHUPV�DQG�FRQGLWLRQV�RI SD\PHQW�LQ�RUGHU�WR�LPSURYH�WKH�SD\PHQW�KDELWV�DQG�µHGXFDWH¶�D�ODWH�SD\HU����

���� 7KH�SUDFWLFH�RI�LQERXQG�FDVK�IRUHFDVWLQJ�LQ�WKH�&RPSDQ\�*URXS�
�
������ 7KH�W\SH�RI�FDVK�IRUHFDVW��
$V FRQFOXGHG� LQ� WKH� WKHRUHWLFDO� SDUW� RI� WKLV� WKHVLV�� LGHQWLI\LQJ� WKH� ULJKW� WLPH� SHULRG�IRUHFDVWHG� LV� DQ� LVVXH� RI� KLJK� LPSRUWDQFH��7KH� VFRSHV�RI� FDVK� IRUHFDVW�� FKDUDFWHULVWLF� IRU�FHUWDLQ�W\SHV�RI�IRUHFDVWV��GHSHQG�RQ�WKH�XVHUV�RI�WKH�LQIRUPDWLRQ�SURYLGHG�E\�WKH�IRUHFDVW��,Q� WKH� FRPSDQ\� JURXS� DQDO\VHG�� FDVK� IORZ� SUREOHPV� LGHQWLILHG� DUH� PDLQO\� FDXVHG� E\�VHDVRQDOLW\�DQG�WLJKWQHVV�RI�LQERXQG�FDVK�DQG�LW�LV�WKH�FRPSDQ\�WUHDVXUHU��SXUFKDVH�OHGJHU�PDQDJHU��ZKR�QHHGV�SUHFLVH�LQIRUPDWLRQ�UHJDUGLQJ�WKH�DPRXQW�RI�FDVK�DYDLODEOH�ZLWKLQ�WKH�QH[W IRXU�ZHHNV��7KH�FRPSDQ\�JURXS�QHHGV�DQ�DFFXUDWH�OLTXLGLW\�IRUHFDVW����
7KH� REMHFWLYH� RI� OLTXLGLW\� IRUHFDVWV� LV� WR� DLG� VKRUW�WHUP� FDVK�PDQDJHPHQW� E\� LGHQWLI\LQJ�QHDUE\�UHFHLSWV�DQG�SD\PHQWV��7KH�IRUHFDVW�ZLOO�ORRN������GD\V�IRUZDUG�WR�D�KLJK�GHJUHH�RI�SUHFLVLRQ�� 7KH� XVHUV� RI� WKLV� IRUHFDVW� ZLOO� EH� &RUSRUDWH� 7UHDVXUHU� ORRNLQJ� WR� HQVXUH� WKDW�
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WKHUH�DUH�QR�LGOH�FDVK�EDODQFHV��DSSURSULDWH�KHDGURRP�LV�DYDLODEOH�LW�WKH�ULJKW�SODFHV�LQ�WKH�ULJKW�WLPH�IRU�PDMRU�SD\PHQWV��DQG�XQQHFHVVDU\�LQWHUHVW�FKDUJHV�DUH�DYRLGHG���$QRWKHU UHDVRQ�ZK\�WKH�SHULRG�RI����GD\V�KDV�EHHQ�FKRVHQ�IRU�WKH�IRUHFDVWLQJ�SHULRG�LV�WKDW�WKH PDMRU�FRQVWDQW�FRPSDQ\�FDVK�RXWIORZ�±�VDODULHV�±�VKRXOG�DOZD\V�IDOO�LQWR�WKH�VFRSH�RI�FDVK� IRUHFDVW� DW� DQ\� JLYHQ� SHULRG� IRUHFDVWHG�� ��� GD\V� LV� WKH� VKRUWHVW� SHULRG� ZKLFK� FDQ�DVVXUH� WKH� VDODULHV� DUH� DOZD\V� LQFOXGHG� LQ� WKH� IRUHFDVW�� :KLOH� WLPLQJ� RI� � SD\PHQWV� WR�FRUSRUDWH�FRPSDQ\�FUHGLWRUV�FDQ�EH�QHJRWLDWHG��WLPLQJ�RI�VDODULHV�SD\PHQW�LV�DOZD\V�IL[HG�DQG DOZD\V�KDV�WR�RFFXU�RQ�WKH�ODVW�ZRUNLQJ�GD\�RI�DQ\�JLYHQ�PRQWK����+DYLQJ LGHQWLILHG� WKH� QHHG� IRU� FDVK� IRUHFDVWLQJ� DV� ZHOO� DV� WKH� XVHU� RI� WKH� LQIRUPDWLRQ�SURYLGHG� DQG� WKH� SHULRG� RI� WKH� IRUHFDVW�� WKH� DFWXDO� IRUHFDVWLQJ� WDVNV� KDYH� WR� EH� GLYLGHG�EHWZHHQ� WKH� PHPEHUV� RI� WKH� FRPSDQ\� JURXS� VWDII� PHPEHUV�� 0RVW� RI� WKH� LQIRUPDWLRQ�UHJDUGLQJ� WKH� FRPSDQ\� FDVK� RXWIORZV� LV� FRQFHQWUDWHG�ZLWK� WKH� FRPSDQ\� SXUFKDVH� OHGJHU�PDQDJHU��ZKHUHDV�WKH�LQIRUPDWLRQ�UHJDUGLQJ�FDVK�LQIORZV�FDQ�EH�SURYLGHG�E\�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�DQG�FDVK�FROOHFWRU����2XWERXQG FDVK�LV�PXFK�PRUH�SUHGLFWDEOH�DQG�FRQWUROODEOH��$W�WKH�HQG�RI�WKH�GD\�LW�LV�XS�WR�WKH FRPSDQ\�SXUFKDVH�OHGJHU�PDQDJHU�WR�GHFLGH�ZHDWKHU�D�SD\PHQW�VKRXOG�EH�PDGH�RU�QRW�± ZHDWKHU�D�FKHTXH�VKRXOG�EH�UDLVHG�RU�DQG�SD\PHQW�RUGHU�VKRXOG�EH�PDGH��2Q�WKH�EDVLV�RI�WKH DJHG� FUHGLWRUV� DQDO\VLV� WKH� FRPSDQ\� SXUFKDVH� OHGJHU� SHUVRQ� GHFLGHV� ZKLFK� VXSSOLHU�LQYRLFHV� FDQ� � EH� SDLG� DQG� ZKLFK� ZLOO� VWLOO� KDYH� WR� ZDLW� WR� EH� VHWWOHG�� 3URSHU� VXSSOLHU�UHODWLRQVKLS�PDQDJHPHQW�FDQ�EH�KHOSIXO�LQ�WKLV�FDVH����,QERXQG�FDVK�LV�PXFK�PRUH�XQSUHGLFWDEOH��7KHUH�LV�D�VXEVWDQWLDO�QXPEHU�RI�IDFWRUV�WKDW�FDQ�PDNH� SUHGLFWLQJ� FDVK� UHFHLSWV� YHU\� GLIILFXOW� ±� HVSHFLDOO\� ZKHQ� LW� FRPHV� WR� D� EXVLQHVV�RSHUDWLQJ�RQ�DOPRVW�SXUHO\�LQWHUQDWLRQDO�EDVLV�ZLWK�FRUSRUDWH�DQG�LQGLYLGXDO�FXVWRPHUV�DQG�DJHQWV�� ,Q�RUGHU� WR�SUHGLFW�FDVK�UHFHLSWV�DFFXUDWHO\��D� ODUJH�DPRXQW�RI�VSHFLILF�NQRZOHGJH�KDV WR�EH�JDWKHUHG��DV�ZHOO�DV�WKH�ULJKW�IRUHFDVWLQJ�DSSURDFK�KDV�WR�EH�FKRVHQ����%RWK VDOHV�DQG�SXUFKDVH�OHGJHU�PDQDJHUV��DIWHU�GLVFXVVLQJ�WKH�FRPSDQ\�IORZV�RI�FDVK�ZLWK�WKH FRPSDQ\�ILQDQFLDO�FRQWUROOHU�DQG�H[WHUQDO�ILQDQFLDO�FRQVXOWDQW��FDPH�XS�ZLWK�WKH�FDVK�IRUHFDVWLQJ� WHPSODWH� LOOXVWUDWHG� LQ� WKH� WDEOH� BBBB�� 7KH� WHPSODWH� LV� LQWR� LQ�� DQG� RXWERXQG�FDVK�IRUHFDVW�IRU�WKH�IROORZLQJ�IRXU�ZHHNV��7KH�FRPSDQ\�VDOHV�OHGJHU�PDQDJHU�ZLOO�QRZ�EH�LQ FKDUJH� RI� IRUHFDVWLQJ� WKH� LQIORZ� LWHPV� DQG� WKH� SXUFKDVH� OHGJHU� PDQDJHU� ±� RXWIORZV�LWHPV���
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������ 7KH�PHWKRG�RI�LQERXQG�FDVK�IRUHFDVWLQJ�LQ�WKH�&RPSDQ\�*URXS�
�
7UDQVDFWLRQ�EDVHG� DSSURDFK� LQERXQG� FDVK� IRUHFDVWLQJ� LQYROYHV� ZRUNLQJ� GLUHFWO\� IURP�FXUUHQW�DQG�SULRU�SHULRG�LQFRPH�VWDWHPHQW��7KLV�WHFKQLTXH�XVHV�VSHFLILF�NQRZOHGJH�RI�FDVK�FRQYHUVLRQ�UDWHV�IURP�VDOHV�DQG�SD\PHQW�WR�FUHGLWRUV��RYHUKHDGV��LQYHVWPHQWV��LQWHUHVW��WD[�HWF� 7KLV�LV�PRVW�KHOSIXO�ZKHQ�WU\LQJ�WR�XQGHUVWDQG�VKRUW�WHUP�OLTXLGLW\�DQG�LV�WKHUHIRUH�WKH�PRVW�FRPPRQ�W\SH�RI�IRUHFDVW�XQGHUWDNHQ�IRU�WUHDVXU\�SXUSRVHV���
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7UDQVDFWLRQ�EDVHG� IRUHFDVWLQJ� LV� PRVW� KHOSIXO� ZKHQ� WU\LQJ� WR� XQGHUVWDQG� VKRUW� WHUP�OLTXLGLW\�DQG�LV�WKXV�PRVW�FRPPRQO\�WKH�W\SH�RI�IRUHFDVW�XQGHUWDNHQ�IRU�7UHDVXU\�SXUSRVHV�VLQFH� LW� FDSWXUHV� VKRUW�WHUP� WLPLQJ� IDFWRUV�� +RZHYHU�� EHFDXVH� RI� WKH� OHYHO� RI� GHWDLOHG�NQRZOHGJH�UHTXLUHG�RI�VSHFLILF�WUDQVDFWLRQV�DQG�WKHLU�WLPLQJ��LW�LV�GLIILFXOW�IRU�VXFK�IRUHFDVW�WR EH� DFFXUDWH� DV� WKH� WLPH�KRUL]RQ� H[WHQGV� EH\RQG� D� IHZ�GD\V�RU�ZHHNV��$OVR�� WKH�PRUH�ZLGHO\�WKH�WHFKQLTXH�LV�XVHG��WKH�PRUH�WLPH�FRQVXPLQJ�WKH�IRUHFDVWLQJ�EHFRPHV�EHFDXVH�RI�WKH OHYHO�RI�FRPSOH[LW\���,Q WKH� FRPSDQ\� JURXS� DQDO\VHG�� WUDQVDFWLRQ� EDVHG� DSSURDFK� LV� WKH� RQO\� RQH� SRVVLEOH� WR�DSSO\� DQG� WKXV� LW� ZDV� FKRVHQ� DV� WKH� IRUHFDVWLQJ� WHFKQLTXH� WR� EH� XVHG�� GHVSLWH� RI� LWV�QXPHURXV� FRQHV�� � �:KLOH� FRQWUROOLQJ�FUHGLW�� WKH�FRPSDQ\�FUHGLW� FRQWUROOHU�KDV� WR�DQDO\VH�HDFK� DQG� HYHU\� VDOHV� GHDO� IRU� ZKLFK� DQ� LQYRLFH� KDV� EHHQ� UDLVHG�� 7KH� PRVW� LPSRUWDQW�LQIRUPDWLRQ�LV�WKH�RQH�UHJDUGLQJ�GDWH�RI�DUULYDO��IURP�ZKLFK�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�ZRUNV���RU���ZHHNV�EDFN�DQG�YHULILHV�LI�WKH�SD\PHQW�LV�GXH�DQG�LI�LW�FDQ�EH�FKDVHG����:KLOH� FKDVLQJ� D� SD\PHQW�� WKH� FRPSDQ\� FUHGLW� FRQWUROOHU� XVXDOO\� JHWV� LQWR� QHFHVVDU\�LQWHUDFWLRQ� ZLWK� WKH� FOLHQW� DQG� RQ� WKH� EDVLV� RI� WKHLU� FRUUHVSRQGHQFH� DQG�RU� WHOHSKRQH�FRQYHUVDWLRQ�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�LV�XVXDOO\�DEOH�WR�DVVHVV�ZKHQ�WKH�SD\PHQW�ZLOO�KDYH FKDQFH�WR�DUULYH�LQ�WKH�FRPSDQ\�EDQN�DFFRXQW��7KLV�LV�ZKHUH�WKH�QHHG�IRU�WKH�VSHFLILF�NQRZOHGJH�RFFXUV� WR�EH�RI�KLJK� LPSRUWDQFH� WR�SUHGLFW�DFFXUDWHO\� WKH� LQFRPLQJ�FDVK��7KH�FUHGLW� FRQWUROOHU� KDV� WR� EH� DZDUH� RI� PDQ\� IDFWRUV� VXFK� DV� LQWHUFXOWXUDO� GLIIHUHQFH��JHRJUDSKLFDO� GLVWDQFH� DQG� VSHFLDO� WHUPV� DUUDQJHG� LQ� RUGHU� WR� DSSURDFK� WKH� FXVWRPHU�SURSHUO\�DQG�H[WUDFW�IURP�KLP�RU�KHU�WKH�LQIRUPDWLRQ�DQG�SD\PHQW�FRQILUPDWLRQ����7UDQVDFWLRQ� EDVHG� DSSURDFK�� FKRVHQ� DV� WKH� IRUHFDVWLQJ� PHWKRG� IRU� WKH� FRPSDQ\� JURXS�H[DPLQHG��XVHV�WKH�LQIRUPDWLRQ�SURYLGHG�DQG�FROOHFWHG�LQ�WKH�FUHGLW�FRQWURO�SURFHVV�DQG�LV�FRQGXFWHG� RQ� WKH� EDVLV� RI� DJHG� GHEWRU� DQDO\VLV� ZKLFK� FDQ� EH� UXQ� IURP� WKH� FRPSDQ\�DFFRXQWLQJ�V\VWHP��6$*(�/LQH�����E\�IROORZLQJ�WKH�SDWK���0DLQ�0DQX!&XVWRPHUV!5HSRUW!$JHG�'HEWRUV!'HWDLOHG��7KH EHORZ�SLFWXUH�VKRZV�D�VDPSOH�RI�VXFK�D�DQDO\VLV����

7KLV�UHSRUW�VKRZV�DOO�VDOHV�LQYRLFHV�RXWVWDQGLQJ�DFFRUGLQJ�WR�WKHLU�DJH��KRZ�ORQJ�DJR�WKH\�KDYH EHHQ�UDLVHG��DV�ZHOO�DV�WKH�GHEWRUV�±�FXVWRPHUV�RU�DJHQWV�±�ZKR�RZHV�IRU�WKH�VHUYLFH��
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7KH FROXPQV� RI� WKH� DJHG� GHEWRU� DQDO\VLV� OLVW� WKH� IROORZLQJ� LQIRUPDWLRQ�� V\VWHP�QXPEHU��W\SH RI� LWHP��VDOHV� LQYRLFH�� VDOHV�FUHGLW��SD\PHQW�RQ�DFFRXQW�� UHIXQG���GDWH�RI� UDLVLQJ� WKH�LQYRLFH�� UHIHUHQFH� QXPEHU� �XVXDOO\� LQYRLFH�FUHGLW� QRWH� QXPEHU��� GHWDLOV� RI� WUDQVDFWLRQ��EDODQFH�DQG�SHULRG�RI�GHEW��IXWXUH��FXUUHQW��SDVW�������ROGHU����7KH GHWDLOV�RI� WUDQVDFWLRQ�VWDWH� WKH�QDPH�RI�VWXGHQW�DSSOLFDQW�JURXS�DV�ZHOO�DV�WKH�GDWH�RI�WKHLU�DUULYDO��$V�DOUHDG\�H[SODLQHG��WKH�LWHPV�EHFRPH�GXH���RU���ZHHNV�LQ�DGYDQFH�RI�WUDYHO��ZKLFK IRU�IRUHFDVWLQJ��PHDQV�WKDW�WKH�SD\PHQW�ZLOO�SUREDEO\�DUULYH���RU���ZHHNV�LQ�DGYDQFH�RI WKH� DUULYDO� GDWH�� 7KLV� LV� WKH� NH\� WR� LQERXQG� FDVK� IRUHFDVWLQJ� ZLWK� WUDQVDFWLRQ� EDVHG�DSSURDFK LQ�WKH�FRPSDQ\�JURXS�H[DPLQHG��7KH�FRPSDQ\�IRUHFDVWHU�KDV�WR�ZRUN�RXW�WZR�RU�IRXU�ZHHNV�EDFN�IURP�WKH�GDWH�VWDWHG�LQ�WKH�GHWDLOV�DQG�FODVVLI\�WKH�UHFHLSWV�LQ�WKH�UHOHYDQW�ZHHN LQ�WKH�IXWXUH��(DFK�DQG�HYHU\�GHDO�OLVWHG�LQ�WKH�OHGJHU�KDV�WR�EH�FKHFNHG�DQG�DQDO\VHG�ZLWK UHJDUGV�WR�LWV�W\SH�DQG�WLPLQJ�RI�WKH�VHUYLFH�SURYLGHG���7KH VSUHDGVKHHW�XVHG�IRU�IRUHFDVWLQJ�LV�LOOXVWUDWHG�LQ�WKH��SLFWXUH�QU�BBBBB��7KH�ILUVW�FROXPQ�OLVWV�WKH�VHYHQ�FRPSDQLHV�LQ�WKH�JURXS��DV�ZHOO�DV�DOO�WKH�FXVWRPHU�DFFRXQWV�WRJHWKHU�ZLWK�WKHLU� IXOO� QDPHV� DQG� V\VWHP� FRGHV�� � 7KHUH� DUH� IRXU� FROXPQV� IRU� IRXU� ZHHNV� RI� FDVK�H[SHFWHG�LQ�ZHHN�FRPPHQFLQJ�RQ�GDWHV�VSHFLILHG��7KLV�FDVK�LV�UROOHG�RYHU�HDFK�ZHHN�±�WKH�ILUVW�ZHHN�EHFRPHV�GLVFDUGHG�DQG�WKHUH�LV�D�QHZ�FROXPQ�DGGHG�WR�WKH�ULJKW����

&DVK�UHFHLSWV�)RUHFDVW�#������������$�&� Z�F����������Z�F���������Z�F����������:�F����������
� � � � �
&RPSDQ\�$� � � � �
$FFRXQW��� �� � �

$FFRXQW��� � � �
$FFRXQW���� � � �

$FFRXQW�Q� �� � �

� � � � �

&RPSDQ\�%� � � �

$FFRXQW��� � �

$FFRXQW��� � � �
$FFRXQW���� � � �

$FFRXQW�Q� �� � �

� � � � �

&RPSDQ\�&� �� � �

$FFRXQW��� � �
$FFRXQW��� �� � �

$FFRXQW���� �� � �

$FFRXQW�Q� � � �

� � � � �

&RPSDQ\�'� � � �

$FFRXQW��� �� � �
$FFRXQW��� � � �

$FFRXQW���� �� � �

$FFRXQW�Q� �

� � � � �

*URXS�7RWDO� � � � �
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$W WKH� HQG� RI� WKH� IRUHFDVW� LV� LW� ZRUWKZKLOH� WR� SURGXFH� D� VXPPDU\� OLVWLQJ� WKH� VHYHQ�FRPSDQLHV�LQ�WKH�JURXS�WRJHWKHU�ZLWK�WKH�H[SHFWHG�FDVK�UHFHLSWV�GXULQJ�WKH�IROORZLQJ�IRXU�ZHHNV� 7KLV� VXPPDU\� JRHV� GLUHFWO\� WR� WKH� IXOO� FDVK� IRUHFDVW� IRU� WKH� FRPSDQ\� JURXS� DQG�SURYLGHV�WKH�NH\�ILJXUHV�IRU�WKH�SDUW�UHJDUGLQJ�WKH�FDVK�UHFHLSWV�LQ�WKH�FRPSDQ\�JURXS��7KH�PDLQ�LGHD�LV�VKRZ�LQ�WKH�EHORZ�WDEOH�QU�BBBB���
&DVK�UHFHLSWV�)RUHFDVW�#������������Z�F����������Z�F���������Z�F����������Z�F����������&RPSDQ\�$&RPSDQ\�%&RPSDQ\�&&RPSDQ\�'&RPSDQ\�(&RPSDQ\�)&RPSDQ\�*

*URXS�727$/

&RQFOXVLRQV�GHULYHG� IURP� WKH�DQDO\VHV�RI�GHYLDWLRQV�ZHUH� WDNHQ� LQWR�FRQVLGHUDWLRQ�ZKLOH�SURGXFLQJ�WKH�QH[W�IRXU�ZHHN�IRUHFDVW�LQ�RUGHU�WR�LPSURYH�LWV�DFFXUDF\��7KH�DLP�RI�GRLQJ�LW�ZDV WR�ILQG�SDWWHUQV�LQ�EHKDYLRXU�RI�FHUWDLQ�W\SHV�RI�DJHQWV�DQG�FXVWRPHUV��VLJQLILFDQW�IURP�IRUHFDVWLQJ�SRLQW�RI�YLHZ�� �7KH�EHORZ�WDEOH�QU�BBBBB�VKRZ�WKH�IRXU�ZHHN¶V�LQERXQG�FDVK�WHPSODWH�XVHG�IRU�DOO�FRPSDQLHV�LQ�WKH�FRPSDQ\�JURXS���
������ *DWKHULQJ�WKH�VSHFLILF�NQRZOHGJH������ZHHNV¶�IRUHFDVW�H[DPLQDWLRQ�
�7R�FROOHFW� WKLV� VSHFLILF�NQRZOHGJH�� WKH�FRPSDQ\�FUHGLW� FRQWUROOHU� �DQG�QRZ�DOVR� LQERXQG�FDVK IRUHFDVWHU�� H[DPLQHG� WKH� FRPSDQ\� LQERXQG� FDVK� IRU� ��� ZHHNV�� FRPSDULQJ� WKH�IRUHFDVWHG� FDVK� WR� WKH� FDVK� DFWXDOO\� UHFHLYHG� LQ� WKH� FRPSDQ\� JURXS� EDQN� DFFRXQWV�� 7KH�H[DPLQDWLRQ�ZDV�FRQGXFWHG�GXULQJ�VXPPHU�PRQWKV�LQ�RUGHU�WR�DYRLG�FRVWO\�FRQVHTXHQFHV�LQ�FDVH�LQERXQG�FDVK�ZDV�QRW�IRUHVHHQ�DFFXUDWHO\��WKH�FDVK�IORZ�ZDV�QRW�YHU\�WKLJK����)RU�WHQ�ZHHNV��HYHU\�)ULGD\�6WHS���RI�FUHGLW�FRQWURO�SURFHVV�ZDV�IROORZHG�E\�D�UHYLHZ�RI�WKH�LQIRUPDWLRQ�UHFHLYHG�IURP�DJHQWV�DQG�FXVWRPHUV�UHJDUGLQJ�WKHLU�SD\PHQW�SODQV��2Q�WKH�EDVLV RI�ZKDW�ZDV�VDLG�DQG�ZKDW�ZDV�GRQH��DJJUHVVLYH�FUHGLW�FRQWURO�SURFHVV��WKH�FRPSDQ\�FUHGLW� FRQWUROOHU�ZDV� HVWLPDWLQJ�ZKHQ� HDFK� DQG� HYHU\� SD\PHQW�PLJKW� EH� UHFHLYHG� LQ� WKH�FRPSDQ\� EDQN� DFFRXQW�� $OVR�� WKH� DFWXDO� ODVW� ZHHN¶V� FDVK� UHFHLSWV� ZHUH� UHSRUWHG� DQG�VXPPDULVHG�� 7KH� IRUHFDVWHG� ILJXUHV� ZHUH� FRPSDUHG� ZLWK� WKH� DFWXDO� ILJXUHV� DQG� WKH�GHYLDWLRQV�ZHUH�DQDO\VHG����
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7KH SURFHVV�RI�EXLOGLQJ�VSHFLILF�NQRZOHGJH�XVHG�IRU�IRUHFDVWLQJ�SXUSRVHV�LV�EH�LOOXVWUDWHG�RQ WKH�EHORZ�JUDSK��
� $VVXPSWLRQV�IRU��Z�F�Q�

 ,QERXQG�FDVK�H[�SRVW� 9V� )RUHFDVW�IRU�Z�F�Q�
 ,QIRUPDWLRQ� UHFHLYHG�IURP�FDVK�FROOHFWRUV� � &RQFOXVLRQV�DQG�DVVXPSWLRQV¶�DGMXVWPHQW�

 $VVXPSWLRQV�IRU�Z�F�Q�����
,QERXQG�FDVK�IORZ�IRUHFDVW�IRU�Z�F�Q������

$VVXPSWLRQV�PDGH�ZKLOH�IRUHFDVWLQJ�IRU�QH[W�ZHHN�DUH�UHFRUGHG��$IWHU�WKH�ZHHN�HQGV�WKH�IRUHFDVW� LV� UHYLHZHG� DQG� WKH� DFWXDO� FDVK� UHFHLYHG� LV� FRPSDUHG� ZLWK� WKH� IRUHFDVW�� 7KLV�FRPSDULVRQ�DOORZV�WR�FRQFOXGH�ZKDW�ZDV�IRUHFDVWHG�SURSHUO\�DQG�ZKDW�ZDV�IRUHFDVWHG�LQ�D�ZURQJ�ZD\��7KH�LQLWLDO�DVVXPSWLRQV�DUH�DGMXVWHG�DQG�RQ�WKH�EDVLV�RI�WKLV�DGMXVWPHQW�D�QHZ�IRUHFDVW�LV�PDGH��7KH�SURFHVV�RI�DVVXPSWLRQ¶V�DGMXVWPHQW�KDV�EHHQ�LOOXVWUDWHG�RQ�WKH�EHORZ�JUDSK����
:�� $VVXPSWLRQV� � $FFXUDF\� � &RQFOXVLRQV�

:�� $VVXPSWLRQV� � $FFXUDF\� � &RQFOXVLRQV�

:�� $VVXPSWLRQV� � $FFXUDF\� � &RQFOXVLRQV�

:��� $VVXPSWLRQV� � $FFXUDF\� � &RQFOXVLRQV�

,Q� WKH� FRXUVH� RI� WKLV� H[DPLQDWLRQ�� WKH� FRPSDQ\� FUHGLW� FRQWUROOHU� V\VWHPL]HG� DJHQWV� DQG��FXVWRPHUV�LQ�D�IHZ�JURXSV�DFFRUGLQJ�WR�WKH�FXOWXUDO�EDFNJURXQG�DQG�JHRJUDSKLFDO�SRVLWLRQ��,QWHUHVWLQJO\��WKHUH�ZHUH�FRPPRQ�SDWWHUQV�REVHUYHG�ZKLFK�KDYH�VLJQLILFDQW�PHDQLQJ�ZKHQ�LW� FRPHV� WR� SD\PHQW� EHKDYLRXU�� 6SHFLDO� WHUPV� DQG� FRQGLWLRQV� RI� SD\PHQW� KDYH� EHHQ�UHSRUWHG�DQG�V\VWHPL]HG��$JHQWV�ZHUH�GLYLGHG�LQWR�JRRG��LQGLIIHUHQW�DQG�EDG�SD\HUV�±�WKHVH�ZKR WHQG�WR�VWLFN�WR�WKH�FRPSDQ\�RYHUDOO�WHUPV�DQG�FRQGLWLRQV�RI�SD\PHQW�DQG�WKHVH�ZKR�QHHG PRUH�FKDVLQJ�DQG�µHGXFDWLQJ¶����,W�KDV�EHHQ�REVHUYHG�WKDW�WRJHWKHU�ZLWK�WKH�LQIRUPDWLRQ�UHILQHPHQW�DQG�V\VWHPDWL]DWLRQ�DV�ZHOO� DV� H[SHULHQFH�� WKH� FRPSDQ\� LQERXQG� FDVK� IORZ� EHFDPH� LQFUHDVLQJO\� DFFXUDWH��1HZ�
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IDFWRUV� GLVWXUELQJ� WKH� IRUHFDVWLQJ� KDYH� EHHQ� LGHQWLILHG� DQG� WDNHQ� LQWR� FRQVLGHUDWLRQ��7KH�UHVXOWV� RI� WKH� H[DPLQDWLRQ� UHYHDOHG� WKDW� ZKHQ� DW� WKH� EHJLQQLQJ� WKH� LQERXQG� FDVK� ZDV�SUHGLFWHG�ZLWK�MXVW�PRUH�WKDQ�����DFFXUDF\�ZKHUHDV�XSRQ�FRPSOHWLRQ�RI�WKH�H[DPLQDWLRQ�WKH DFFXUDF\� LQFUHDVHG� WR� DOPRVW� ���� ZKLFK� DOUHDG\� LV� D� VDWLVIDFWRU\� UHVXOW� IRU� WKH�FRPSDQ\�7UHDVXUHU����
���� ,QERXQG�FDVK�IRUHFDVWLQJ�±�FRQFOXVLRQV�
�,W�KDV�EHHQ�REVHUYHG�WKDW�ODWH�ELOOLQJ�GHFUHDVHV�WKH�DFFXUDF\�RI�IRUHFDVWLQJ��$V�D�PDWWHU�RI�IDFW� WKH�FRPSDQ\�IRUHFDVW�IRU�WKH�ZHHNV���DQG���LV�IDU�OHVV�DFFXUDWH�WKDQ�IRU�ZHHNV���DQG����0RUH VDOHV�PD\�LQFUHDVH�FDVK�LQIORZV�EXW� WKDW� LW�FRXOG�DOVR�LQFUHDVH�DFFRXQWV�UHFHLYDEOHV�DQG UHTXLUH�PRUH� LQYHQWRU\� SXUFKDVHV�� &DVK� IORZ� SODQ� VKRXOG� EH� XVHG� WR� VHH� LI� D�PDMRU�LQFUHDVH� LQ� VDOHV�FDQ�EH� VXVWDLQHG�� ,Q� WKH� IXWXUH� LW�ZRXOG�EH�GHVLUDEOH� WR�EDVH�IRUHFDVWLQJ�FDVK QRW�RQO\�RQ�WKH�EDVLV�RI�LQYRLFHV�H[LVWLQJ�LQ�WKH�FRPSDQ\�OHGJHUV�EXW�DOVR�RQ�WKH�EDVLV�RI ZKDW�LV�SODQQHG�WR�EH�ELOOHG��,QIRUPDWLRQ�IURP�WKH�ERRNLQJV�GHSDUWPHQW�ZLOO�EH�YDOXDEOH�LQ�WKLV�FDVH����&ROOHFWLQJ� RYHUGXH� DFFRXQWV� VKRXOG� EH� DJJUHVVLYH� VR� WKDW� WKH� UHYHQXH� LV� QRW� ORVW�� 7KH�SURFHVV� IRU� SXUVXLQJ� FROOHFWLRQV� VKRXOG� EH� FOHDU� DQG� SHUVLVWHQW�� 7KH� SURFHVV� GHVFULEHG�DERYH VXLWV�JRRG�WKH�FRPSDQ\�VSHFLILFV�DV�QR�LQFUHDVH�LQ�WKH�FRPSDQ\�EDG�GHEW�SURYLVLRQV�KDYH EHHQ� UHSRUWHG� RYHU� WKH� SHULRG� RI� LPSOHPHQWLQJ� WKLV� SURFHVV�� 7KH� FRPSDQ\� FUHGLW�FRQWUROOHU� PXVW� DFW� LQ� D� V\VWHPL]HG� ZD\� ZKLFK� KDV� WR� HQDEOH� WKHP� FROOHFWLQJ� WKH�LQIRUPDWLRQ�QHHGHG�WR�IRUHFDVW�WKH�LQERXQG�FDVK�DFFXUDWHO\���
$ VHULHV� RI� OHWWHUV� WR�RYHUGXH� FXVWRPHUV�PD\�QHHG� WR�EH� VHQW�� LQIRUPLQJ� WKHP� WKDW� WKHLU�DFFRXQW�LV�SDVW�GXH�DQG�ZKDW�VWHSV�\RX�ZLOO�WDNH�LI�LW�LV�QRW�SDLG��,W�LV�DOVR�D�JRRG�LGHD�WR�ZRUN EDFN�IURP�WKH�IRUHFDVW�±�FUHDWH�D�OLVW�RI�SD\PHQWV�WKDW�QHHG�WR�EH�VHFXUHG�DQG�PDNH�WKLV� OLVW� EHFRPH� D� UHDOLW\�� )RUHFDVW� ZRXOG� QRW� EH� SHUIHFW�� XQOHVV� DOO� IDFWRUV� KDYH� EHHQ�FRQVLGHUHG�DQG�DFFRXQWHG�IRU����7KH�EHWWHU�DQG�VPRRWKHU�WKH�LQYRLFLQJ�SURFHVV�WKH�EHWWHU�DQG�PRUH�DFFXUDWH�WKH�IRUHFDVWLQJ�SURFHVV�� ,QYRLFHV� VKRXOG� EH� UDLVHG� LPPHGLDWHO\� XSRQ� ERRNLQJ� RU� DV� VRRQ� DV� WKH� YLVD� RU�ZRUN SHUPLW� KDV� EHHQ� JUDQWHG�� 6LQFH� WKH� FUHGLW� FRQWUROOHU� DQG� FDVK� IRUHFDVWHU� EDVH� WKHLU�ZRUN RQ� WKH� FRPSDQ\� VDOHV� OHGJHU�� WKH� EHWWHU� WKH� LQIRUPDWLRQ� LQ� WKH� OHGJHU� WKH� PRUH�DFFXUDWH� IRUHFDVW� FDQ� EH� SUHSDUHG�� ,W� LV� H[WUHPHO\� LPSRUWDQW� WR� NHHS� WKH�ZKROH� OHGJHU� LQ�RUGHU DQG� FOHDQOLQHVV� ±� FUHGLW� UDLVHG� WR� FDQFHO� LQYRLFHV� VKRXOG� EH� DOORFDWHG� DJDLQVW� WKH�UHOHYDQW�LQYRLFH�DQG�WKH�OHGJHU�VKRXOG�EH�FRQVWDQWO\�XSGDWHG��$Q\�IDLOXUHV�LQ�WKH�FRPSXWHU�DQG LQIRUPDWLRQ�V\VWHP�EHKLQG�WKH�ELOOLQJ�SURFHVV�KDV�WR�EH�VRUWHG�DV�VRRQ�DV�SRVVLEOH�LQ�RUGHU QRW�WR�GLVRUJDQL]H�WKH�VDOHV�OHGJHUV����
7KH�DPRXQW�DQG� WLPH�RI�FUHGLW�JLYHQ� WR�FXVWRPHUV� VKRXOG�EH� UHGXFHG��7KLV� VKRXOG�FDXVH�PRUH�FXVWRPHUV� WR�SD\�FDVK�IRU� WKHLU�SXUFKDVHV�DQG�UHGXFH�WKH�EDG�GHEW�H[SHQVHV�IRU� WKH��FRPSDQ\�� +RZHYHU�� WLJKW� FUHGLW� SROLFLHV� FRXOG� VHULRXVO\� OLPLW� \RXU� FXVWRPHUV¶� EX\LQJ�DELOLW\� DQG� VDOHV�PD\� GHFUHDVH�� ,W� LV� WKH� NH\� IDFWRU� WR� ILQG� D� EDODQFH� EHWZHHQ� VDOHV� DQG�
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OLPLWLQJ�\RXU�XQSDLG� UHFHLYDEOHV��&XVWRPHUV�DUH� WKH�FRPSDQ\�PRVW�SUHFLRXV�DVVHWV�DW� WKH�HQG RI�WKH�GD\�DQG�JRRG�UHODWLRQVKLS�ZLWK�WKHP�ZLOO�HQDEOH�WR�H[WUDFW�HDVLHU�WKH�LQIRUPDWLRQ�UHJDUGLQJ�WKH�SD\PHQWV���,Q FDVH�FXVWRPHUV�SD\�D�FHUWDLQ�SHUFHQWDJH�RI�WKH�WRWDO�LQYRLFH�XS�IURQW�RU�DW�PXOWLSOH�VWDJHV�RI WKH�SURMHFW��LW�LV�H[WUHPHO\�LPSRUWDQW�WR�HVWDEOLVK�ZKDW�WHUPV�DQG�FRQGLWLRQV�ZHUH�JLYHQ�WR SDUWLFXODU�DJHQWV�ZLWK�UHJDUG�WR�WKH�SD\PHQW��,W�LV�YHU\�LPSRUWDQW�WR�GR�QRW�EH�WRR�VWULFW�ZLWK WKH�SD\PHQW�FRQGLWLRQV�DW�WKH�EHJLQQLQJ�RI�WKH�GHDO�VR�WKDW�WKH�EXVLQHVV�LV�QRW�ORVW�GXH�WR VWDWLQJ�WR�KDUVK�SD\PHQW�FRQGLWLRQV�IURP�WKH�YHU\�EHJLQQLQJ��6HHNLQJ�IRU�FRPSURPLVLQJ�DQG JRRG�FRPPXQLFDWLRQ�FDQQRW�EH�GLVFDUGHG����2SWLPLVLQJ� FDVK� IORZ� DQG� DYRLGLQJ� EDG� GHEWV� DUH� WZR� NH\� REMHFWLYHV� RI� DQ\� VXFFHVVIXO�EXVLQHVV�� 6HWWLQJ� XS� D� JRRG� FUHGLW� FRQWURO� V\VWHP� LV� WKH� VWDUWLQJ� SRLQW� IRU� ERWK�� 7KH�IROORZLQJ� WLSV� KHOS� WR� GHFLGH�ZKDW� DSSURDFK� LV� DSSURSULDWH� DQG� KRZ� GLIIHUHQW� FXVWRPHUV�VKRXOG EH�KDQGOHG��KRZ�WR�GHFLGH�RQ�FUHGLW�WHUPV�IRU�FXVWRPHUV��SUHYHQW�ODWH�SD\PHQW��DQG�GHDO�ZLWK�FXVWRPHUV�ZKR�FDQQRW�²�RU�ZLOO�QRW�²�SD\���� %HIRUH�\RX�JLYH�FUHGLW�7R VWDUW� ZLWK�� HDFK� QHZ� FXVWRPHU� DQG� DJHQW� VKRXOG� FRPSOHWH� D� FUHGLW� DSSOLFDWLRQ� �RU�WUDGLQJ�DSSOLFDWLRQ��IRUP��7KLV�VKRXOG�LQFOXGH��x )XOO QDPH�RI�WKH�EXVLQHVV��DQG�ZKHWKHU�WKH�EXVLQHVV�WUDGHV�XQGHU�D�GLIIHUHQW�QDPH��x 5HJLVWUDWLRQ�QXPEHU��LI�LW�LV�D�OLPLWHG�FRPSDQ\��x +RZ PXFK�FUHGLW�LV�EHLQJ�DVNHG�IRU��x :KR�WKH�FRQWDFW�LV�IRU�SD\PHQW�TXHULHV�²�LQFOXGLQJ�DGGUHVV�GHWDLOV��WHOHSKRQH�DQG�ID[�QXPEHUV�DQG�HPDLO�DGGUHVV��x :KHUH� WR� VHQG� LQYRLFHV�� DV� WKLV� LV� RIWHQ� GLIIHUHQW� IURP� WKH� GHOLYHU\� DGGUHVV�� 7KH�VWDWHPHQW�DGGUHVV�FDQ�EH�GLIIHUHQW�DJDLQ��x :KLFK�EDQN�WKH�EXVLQHVV�XVHV�²�QDPH��DGGUHVV��VRUW�FRGH�DQG�DFFRXQW�QXPEHU��x 'HWDLOV�RI�DW�OHDVW�WZR�WUDGH�UHIHUHQFHV��ZKLFK�VKRXOG�EH�UHJXODU�VXSSOLHUV��x $ UHTXHVW�IRU�FRQVHQW�WR�REWDLQ�D�EDQN�UHIHUHQFH�DQG�D�UHTXHVW�IRU�FRQVHQW�WR�REWDLQ�FUHGLW UHIHUHQFHV��x 'HWDLOV�RI�ZKR�RZQV�²�DQG�ZKR�UXQV�²�WKH�EXVLQHVV���3D\PHQW WHUPV� VKRXOG� EH� H[SODLQHG� DQG� DJUHHG� DW� WKH� RUGHU� VWDJH�� DQG� WKH\� VKRXOG� EH�SULQWHG� RQ� FUHGLW� DSSOLFDWLRQ� IRUP� �DQG� RQ� RWKHU� UHOHYDQW� GRFXPHQWV�� VXFK� DV� DJHQF\�DJUHHPHQW�DQG�LQYRLFHV���7KH�WHUPV�VKRXOG�LQFOXGH��x 7KH�FUHGLW�SHULRG�RIIHUHG��)RU�H[DPSOH��ZKHWKHU�SD\PHQW�LV�GXH����GD\V�IURP�WKH�GDWH�RI�LQYRLFH��x 'HWDLOV� RI� DQ\� GLVFRXQWV� RU� UHEDWHV� RIIHUHG�� )RU� H[DPSOH�� IRU� SURPSW� SD\PHQW� RU�EXON�SXUFKDVHV��x :KHWKHU� LQWHUHVW� LV� FKDUJHG� RQ� RYHUGXH� DFFRXQWV� DQG�� LI� VR�� KRZ� PXFK�� $OO�EXVLQHVVHV�KDYH�D� OHJDO� ULJKW� WR�FODLP� LQWHUHVW� IURP� ODWH�SD\LQJ�FXVWRPHUV� LQ�ERWK�ODUJH DQG�VPDOO�FRPSDQLHV��1HZ�FXVWRPHU¶V�RU�DJHQW¶V�FUHGLWZRUWKLQHVV�VKRXOG�EH�FKHFNHG RQ�WKH�EDVLV�RI�WKH�LQIRUPDWLRQ�JLYHQ���,W LV�D�JRRG�LGHD�WR�JHW�DQ�RQOLQH�FUHGLW�UDWLQJ��E\�SD\LQJ�D�FUHGLW�UHIHUHQFH�DJHQF\�IRU�DQ�LQVWDQW�FRPSDQ\�VHDUFK��,W�FDQ�EH�LQVWDQWO\�DYDLODEOH��DQG�ZLOO�FRVW�IURP�����XSZDUGV��7KLV�
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VKRXOG SURYLGH� WKH� FRPSDQ\� JURXS� FUHGLW� FRQWUROOHU�ZLWK� YDOXDEOH� LQIRUPDWLRQ� DERXW� WKH�FXVWRPHU��LQFOXGLQJ��x 7KH�ODVW�WKUHH�\HDUV¶�UHSRUWHG�ILQDQFLDO�LQIRUPDWLRQ��WDNHQ�IURP�WKH�DFFRXQWV�ILOHG�DW�&RPSDQLHV�+RXVH��6RPH�RI� WKLV�PD\�EH�RXW�RI�GDWH��EXW� LW�FDQ�RIWHQ�JLYH�D�JRRG�LGHD RI�WKH�FRPSDQ\¶V�ILQDQFLDO�VWUHQJWK��x 'HWDLOV�RI�&RXQW\�&RXUW�MXGJPHQWV��x 6XJJHVWHG�FUHGLW�OLPLWV��(YHQ D� KLJKO\� GHWDLOHG� UHSRUW� ²� JLYLQJ� H[WUD� LQIRUPDWLRQ� VXFK� DV� FRPPHQWV� RQ� WKH�FRPSDQ\¶V� SDVW� SD\PHQW� UHFRUG� DQG� FRPSDULVRQV� DJDLQVW� FRPSDQLHV�RI� D� VLPLODU� VL]H�²�ZLOO QRW�FRVW�PRUH�WKDQ�DERXW�����WR�������&UHGLW� UHIHUHQFHV� IURP� WUDGH� VXSSOLHUV� FDQ� EH� WDNHQ� XS�7KH� UHIHUHH� VKRXOG� EH� D� JHQXLQH�FRUH VXSSOLHU�WR�WKH�EXVLQHVV��5HDOLVWLFDOO\��WUDGH�UHIHUHQFHV�PD\�KDYH�OLPLWHG�YDOXH��DV�WKH\�DUH XVXDOO\�VORZ��RIWHQ�JXDUGHG�DQG�VRPHWLPHV�ELDVHG��7KH�TXHVWLRQV�WR�DVN�SHRSOH�JLYLQJ�UHIHUHQFHV�DUH��x +RZ ORQJ�WKH\�KDYH�WUDGHG�ZLWK�WKH�SRWHQWLDO�FXVWRPHU��x :KDW�FUHGLW�WHUPV��OLPLW�DQG�SHULRG��WKH\�RIIHU�WKH�FXVWRPHU��x :KHWKHU�WKH�QHZ�FXVWRPHU�SD\V�XS�ZLWKLQ�WKH�WHUPV�RIIHUHG��x :KDW�WKH�FXVWRPHU¶V�DYHUDJH�PRQWKO\�VSHQG�LV��x :KHWKHU�WKH\�DUH�LQ�DQ\�ZD\�DVVRFLDWHG�ZLWK�WKH�FXVWRPHU¶V�EXVLQHVV��RWKHU�WKDQ�DV�DUP¶V�OHQJWK�WUDGH�VXSSOLHUV��x ,I�WKHUH�LV�DQ\�RWKHU�LQIRUPDWLRQ�WKH\�ZRXOG�FRQVLGHU�UHOHYDQW��4XLFN UHSOLHV�VKRXOG�EH�HQFRXUDJHG�E\�JLYLQJ�D�SKRQH�QXPEHU��VHQGLQJ�DQ�6$(��RU�DVNLQJ��E\�SKRQH��IRU�WKH�IRUP�WR�EH�ID[HG�EDFN���7KH FRPSDQ\�FUHGLW�FRQWUROOHU�FDQ�ZULWH�WR�WKH�5HJLVWU\�RI�&RXQW\�&RXUW�-XGJPHQWV�DW�������� &OHYHODQG�6WUHHW��/RQGRQ��:�7��45�����������������IRU�GHWDLOV�RI�DOO�&RXQW\�&RXUW�MXGJPHQWV �&&-V��UHJLVWHUHG�LQ�WKH�ODVW�VL[�\HDUV��7KH�IHH�LV�FXUUHQWO\�������IRU�HDFK�QDPH�DW D�VSHFLILHG�DGGUHVV��SD\DEOH�LQ�DGYDQFH��x $ ODUJH�QXPEHU�RI�MXGJPHQWV�LV�D�GDQJHU�VLJQDO��,W�PD\�LQGLFDWH�WKDW�WKH�FRPSDQ\�LV�LQ ILQDQFLDO� GLIILFXOWLHV�� RU� WKDW� LW� KDV� D�KDELW� RI�GLVSXWLQJ�RU�QRW�SD\LQJ� LQYRLFHV��7KH� FDXVH� RI� VRPH� RI� WKHVH� GLVSXWHV� FRXOG� EH� DGPLQLVWUDWLYH� HUURU�� EXW� WKLV� LV�XQXVXDO��x 7KLV�LQIRUPDWLRQ�LV�DYDLODEOH�RQ�LQGLYLGXDOV��DV�ZHOO�DV�FRPSDQLHV��7KRXJK�WKH�FRVW�ZLOO�EH�VOLJKWO\�KLJKHU��LW�LV�HDVLHU�DQG�PXFK�TXLFNHU�WR�JHW�GHWDLOV�RI�&&-V�DV�SDUW�RI�D FRPSDQ\�VHDUFK���%DQN UHIHUHQFH� FDQ� EH� DSSOLHG� IRU�� DOWKRXJK� WKHVH� DUH� QRWRULRXVO\�YDJXH� DQG�PD\� WDNH� D�ORQJ WLPH�WR�DUULYH��7KH�UHVSRQVH�ZLOO�XVH�VWDQGDUG�SKUDVHV��7KH\�QHHG�WR�EH�LQWHUSUHWHG�WR�GHFLGH�ZKHWKHU�RU�QRW�WKH\�DPRXQW�WR�D�QHJDWLYH�UHIHUHQFH��$�UHIHUHQFH�PD\�VRPHWLPHV�EH�WRR DPELJXRXV�WR�EH�XVHIXO��7KH�IHH�LV�W\SLFDOO\����WR��������:KHQ VHWWLQJ�D�PD[LPXP�FUHGLW� OLPLW� IRU�HDFK�FXVWRPHU�� WKH� IROORZLQJ�IDFWRUV�VKRXOG�EH�FRQVLGHUHG��x :KDW�FUHGLW�GRHV�WKH�FXVWRPHU�ZDQW"�x :RXOG�WKH�FXVWRPHU�VWLOO�SODFH�WKH�RUGHU�LI�WKH\�DUH�SURYLGHG�QR�FUHGLW�DW�DOO"�7KH�FXVWRPHU�PD\�SUHIHU�WR�UHFHLYH�D�GLVFRXQW�IRU�µSD\PHQW�ZLWK�RUGHU¶��
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x +RZ PXFK�FUHGLW�FDQ�EH�DIIRUGHG"�/RQJ�FUHGLW�WHUPV�IRU�ODUJH�RUGHUV�PD\�EH�RXW�RI�WKH TXHVWLRQ��x +RZ PXFK�RI�D�KROG�RYHU� WKH�FXVWRPHU�GR�\RX�KDYH"�,I�\RXU�FXVWRPHU�FDQ�HDVLO\�VZLWFK�WR�DQRWKHU�VXSSOLHU��WKH�ULVN�LV�JUHDWHU��x +RZ PXFK�FRXOG�EH�ULVNHG�ORVLQJ"�&UHGLW� OLPLWV� VKRXOG�EH� UHYLHZHG� UHJXODUO\��%XVLQHVV�FDQ�EH� ORVW� LI� FXVWRPHUV�DUH�RIIHUHG�PRUH FUHGLW�HOVHZKHUH���7KH ULVNV�RI�JLYLQJ�FUHGLW�VKRXOG�EH�PLQLPL]HG��1HZ�FXVWRPHUV�VKRXOG�EH�JLYHQ�D�PRGHVW�FUHGLW� OLPLW� WR� EHJLQ� ZLWK�� 7KH� OLPLW� FDQ� EH� LQFUHDVHG�ZKHQ� WKH� VWUHQJWK� RI� UHODWLRQVKLS�MXVWLILHV�LW��7DNLQJ�RXW�FUHGLW�LQVXUDQFH�IRU�ODUJH�WUDQVDFWLRQV�FDQ�EH�FRQVLGHU��,Q�WKH�IXWXUH�FDVK�IORZ�DQG�FUHGLW�FRQWURO�DGYDQWDJHV�RI�IDFWRULQJ�VKRXOG�DOVR�EH�FRQVLGHUHG���,W VKRXOG�EH�HVWDEOLVKHG�KRZ�GLIIHUHQW�FXVWRPHUV�SD\�WKHLU�LQYRLFHV�DV�PDQ\�EXVLQHVVHV�ZLOO�QRW SD\�XQOHVV� WKHUH� LV�DQ�RUGHU�QXPEHU��6RPH�EXVLQHVVHV�QHHG� WKH� LQYRLFH�SDVVHG�WR�WKH�DFFRXQWV� GHSDUWPHQW� E\� D� FHUWDLQ� GDWH�� RU� LW� PLVVHV� WKH� PRQWKO\� FKHTXH� UXQ�� )RU� WKLV�SXUSRVH�WKH�NQRZOHGJH�RI�VDOHV�DQG�FDVK�FROOHFWLRQ�IRUFHV�FDQ�EH�XVHG��)XOILOOLQJ�WKH�RUGHU�$OZD\V WKH� ULJKW� RUGHU� GHWDLOV� VKRXOG� EH� JLYHQ�� ,I� WKH\� DUH� LQFRUUHFW�� WKH� FXVWRPHU�PD\�KDYH HYHU\�ULJKW� WR�GHOD\�RU�HYHQ�UHIXVH�SD\PHQW��&XVWRPHUV�VKRXOG�EH�DVNHG�WR�FRQILUP�WKH RUGHU� LQ�ZULWLQJ�� LQFOXGLQJ�DQ�RUGHU�QXPEHU��7KH�RUGHU�VKRXOG�VSHFLI\�WKH�ZRUN�WR�EH�XQGHUWDNHQ��H�J��E\�UHIHUULQJ�WR�DQ�DJUHHPHQW���,Q�WKH�FRPSDQ\�JURXS�H[DPLQHG�WKH�UROH�LV�WDNHQ�E\�WKH�ERRNLQJ�IRUP�VHQG�E\�DJHQWV�DQG�FXVWRPHUV�RQ�WKH�EDVLV�RI�ZKLFK�LQYRLFHV�DUH�UDLVHG����7KH FXVWRPHU�VKRXOG�EH�VDWLVILHG�DQG�DQ\�SUREOHPV�VKRXOG�EH�VRUWHG�RXW�LPPHGLDWHO\��$W�WKH HQG� RI� WKH� GD\�&UHGLW� FRQWUROOHUV� DQG� FDVK� FROOHFWRUV� DUH� WKH� HQG� XVHUV� RI� WKH�ZKROH�ERRNLQJ� VDOHV� DQG� LQYRLFLQJ� V\VWHPV�� &DVK� IRUHFDVWHUV� EDVH� WKHLU� DVVXPSWLRQV� RQ� WKH�LQIRUPDWLRQ� FROOHFWHG� E\� WKH� FUHGLW� FRQWUROOHUV� DQG� WKXV� DQ\� GLVUXSWLRQ� LQ� WKH� XQGHUO\LQJ�V\VWHP�ZLOO�EH�UHIOHFWHG�E\�LQDFFXUDWH�FDVK�IRUHFDVWLQJ���� 7KH�LQYRLFH�$ FOHDU�� HDV\�WR�XQGHUVWDQG� LQYRLFH�ZLOO�HQFRXUDJH�FXVWRPHUV� WR�SD\�PRUH�TXLFNO\�ZKLFK�DJDLQ� FDQ� LPSURYH� WKH� FRPSDQ\� FDVK� IORZ��$V�ZHOO� DV� WKH� DPRXQW� RZLQJ�� WKH� IROORZLQJ�LPSRUWDQW�GHWDLOV�VKRXOG�EH�LQFOXGHG��x $ GHWDLOHG�GHVFULSWLRQ�RI�WKH�VHUYLFH��x $ UHIHUHQFH�WR�WKH�RUGHU�QXPEHU��x 7KH�DJUHHG�SD\PHQW�GDWH��LQ�OLQH�ZLWK�WKH�WHUPV�RI�WUDGH���7KH LQYRLFH� VKRXOG� DOVR� SURYLGH� FRPSDQ\� GHWDLOV�� LQFOXGLQJ� DGGUHVV�� 9$7� QXPEHU� �LI�DSSOLFDEOH��DQG�IXOO�EDQN�GHWDLOV��9HU\�RIWHQ�WKH�FRPSDQ\�DJHQWV�DQG�FXVWRPHUV�FRPSODLQ�WKH\� KDYH� QR� EDQN� DFFRXQW� GHWDLOV� DQG� WKXV� WKH\� FDQQRW� SD\�� 7KH� FRPSDQ\� ERRNLQJ�GHSDUWPHQW�VKRXOG�PDNH�VXUH�WKLV�TXHVWLRQ�LV�DOZD\V�VROYHG���,QYRLFHV�VKRXOG�EH�VHQW�RXW�DV�VRRQ�DV�SRVVLEOH��6HQGLQJ�LQYRLFHV�RXW�ODWH�VHQGV�WKH�ZURQJ�PHVVDJH�DQG�PDNHV�WKH�FRPSDQ\�FDVK�FROOHFWRUV�XQDZDUH�RI�GHDOV�FRPLQJ�DQG�WKXV�±�DOVR�FRQIXVLQJ WKH� VKRUW� WHUP� FDVK� IRUHFDVWV�� ,I� WKH� LQYRLFH� LV� VHQW� WR� WKH� ULJKW� SHUVRQ� WKH�SD\PHQW� SURFHVV� FDQ� EH� VXEVWDQWLDOO\� LQFUHDVHG�� 7KLV� SHUVRQ� VKRXOG� EH� LGHQWLILHG� LQ�DGYDQFH� DQG� DOVR� VKRXOG� EH� FRQWDFWHG� LQ� FDVH� WKHUH� LV� D� GHOD\� LQ� SD\PHQW�� 6LQFH� LQ� WKH�FRPSDQ\�JURXS�ERRNLQJV�GHSDUWPHQW�LV�VHSDUDWHG�IURP�FUHGLW�FRQWURO��LW�LV�YHU\�LPSRUWDQW�
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IRU� HIIHFWLYH� SD\PHQW� FKDVLQJ� WKDW� WKH� ERRNLQJV� GHSDUWPHQW� SURYLGHV� LQIRUPDWLRQ� RQ� WKH�ULJKW� FRQWDFW� SHUVRQ� LQ� WKH� FXVWRPHU¶V� �DJHQW¶V�� RUJDQL]DWLRQ�� 7KLV� FRQGLWLRQ� LV� PDLQO\�IXOILOOHG� E\� WKH� FRPSDQ\�&XVWRPHU�5HODWLRQVKLS�'%�KRZHYHU� LW� LV� DOZD\V�ZRUWKZKLOH� WR�GRXEOH FKHFN����6WDWHPHQWV�RI� DFFRXQW� VKRXOG�EH� VHQW�RXW� DV�HDUO\�DV�SRVVLEOH� LQ� WKH�PRQWK��RQ�D� UHJXODU�EDVLV��0DQ\�EXVLQHVVHV�ZLOO�QRW�SD\�DQ�LQYRLFH�XQWLO�WKH\�UHFHLYH�D�VWDWHPHQW��'HWDLOV�RI�DOO�FXUUHQW� WUDQVDFWLRQV�� DQG� WKH� SD\PHQW� WHUPV� VKRXOG� EH� SURYLGHG�� ,Q� WKH� FRPSDQ\� JURXS�DQDO\VHG��VWDWHPHQWV�RI�DFFRXQW�DUH�XVXDOO\�VHQW�WR�WKH�UHOHYDQW�SHUVRQ�RQ�)ULGD\�HYHQLQJ��7KXV PRVW�RI�FRQWDFW�SHUVRQV�ILQG�WKHLU�VWDWHPHQWV�RQ�WKHLU�GHVNV�RQ�0RQGD\�PRUQLQJV�DQG�KDYH WKH�ZKROH�ZHHN�WR�RUJDQL]H�WKHLU�SD\PHQWV��7KH�SUREOHP�KHUH�LV�WKDW�WKH�EXVLQHVV�LV�RSHUDWLQJ� LQWHUQDWLRQDOO\� DQG� WKH� VWDWHPHQWV� DUH� JHQHUDWHG� IURP� WKH� ILQDQFLDO� V\VWHP� LQ�(QJOLVK�RQO\��2IWHQ�DJHQWV�DQG�FXVWRPHUV�FRPSODLQ�DERXW�LW�RU�VLPSO\�GR�QRW�UHDFW�DV�WKH\�GR QRW�XQGHUVWDQG�WKH�UHTXHVW���� &KDVLQJ�XS�3KRQLQJ� LV� RQH� RI� WKH� IDVWHVW� ZD\V� WR� SHUVXDGH� ODWH� SD\HUV� WR� SD\� XS�� &KDVLQJ� SD\PHQW�VKRXOG EH�VWDUWHG�DV�VRRQ�DV�WKH�DFFRXQW�EHFRPHV�GXH��,W�LV�LPSRUWDQW�WR�DOZD\V�FRQFHQWUDWH�RQ WKH� ODUJHVW� GHEWV� ILUVW�� FXVWRPHUV� ZKR� PD\� EH� LQ� ILQDQFLDO� WURXEOH� DQG� WKH� ROGHU�DFFRXQWV��([FHSW�LQ�VSHFLDO�VLWXDWLRQV��LW�LV�XQOLNHO\�WKDW�GHEWV�RYHU�D�\HDU�ROG�ZLOO�EH�SDLG���'XH WR�WKH�IDFW�WKDW�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�KDV�RQO\�OLPLWHG�WLPH�DQG�XVXDOO\�PDNHV�RYHUVHDV�SKRQH� FDOOV�� WKHLU�HIIHFWLYHQHVV� VKRXOG�EH�PD[LPL]HG��&XVWRPHU�GHWDLOV�� LQYRLFH�QXPEHUV�� GDWHV� DQG� DPRXQWV� VKRXOG� EH� UHDGLO\� DQG� LQVWDQWO\� DYDLODEOH�� 7KLV� FRQGLWLRQ� LV�IXOILOOHG�E\�WKH�ILQDQFLDO�V\VWHP��6$*(��DQG�WKH�FRPSDQ\�GDWDEDVHV�ZKHUH�DOO�LQIRUPDWLRQ�UHJDUGLQJ�DJHQWV��VWXGHQWV�DQG�GHDOV�PDGH�DUH�NHSW����$ UHFRUG��ZLWK�GDWHV��RI�DOO�FDOOV�PDGH�VKRXOG�EH�NHSW�DQG�XSGDWHG��)RU�WKLV�SXUSRVH�WKDW�FRPSDQ\� FUHGLW� FRQWUROOHU� XVHV� WKH� µFUHGLW� FRQWURO� QRWHV¶� LQ� WKH� µ&XVWRPHUV¶� PRGXOH� RI�6$*(��7KHVH�QRWHV�HQDEOH�SHUVLVWHQW�FKDVLQJ�WKH�GHEWRUV�DQG�DOVR�JLYH�KLQWV�UHJDUGLQJ�KRZ�JRRG SD\HU�WKH\�ZHUH�LQ�WKH�SDVW��,I�LQ�WKH�FUHGLW�FRQWURO�QRWHV�WKHUH�DUH�ORQJ�VWRULHV�ZULWWHQ�E\ WKH�IRUPHU�FUHGLW�FRQWUROOHUV��WKH�FDVK�FROOHFWRU�PD\�VXVSHFW�WKDW�D�GHEW�ZLOO�QHHG�PRUH�DWWHQWLRQ� DQG� FKDVLQJ�� 7KHVH� QRWHV� DUH� H[WUHPHO\� LPSRUWDQW� DV� D� VRXUFH� RI� YDOXDEOH�LQIRUPDWLRQ�LQ�FDVH�RI�JRLQJ�OHJDO�ZLWK�VRPH�RYHUGXH�GHEWV��7KH\�SURYLGH�LQIRUPDWLRQ�RI�ZKDW ZDV� GHFODUHG�� VDLG�� GRQH� LQ� WKH� SDVW� DQG� OHDG� WR� UHOHYDQW� SDSHU� RU� HOHFWURQLF�FRUUHVSRQGHQFH�EHWZHHQ�WKH�FRPSDQ\�JURXS�DQG�FXVWRPHU�DJHQW��,W�LV�LQ�WKH�LQWHUHVW�RI�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�WR�NHHS�XSGDWLQJ�WKHVH�QRWHV�FRQVWDQWO\�VR�WKDW�DW�DQ\�JLYHQ�WLPH�KH RU�VKH�FDQ�H[SODLQ�ZKDW�LV�JRLQJ�RQ�ZLWK�D�SDUWLFXODU�LWHP�RXWVWDQGLQJ����
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�� 'HDOLQJ�ZLWK�H[FXVHV�7KH FRPSDQ\�FUHGLW�FRQWUROOHU�VKRXOG�DOZD\V�EH�VFHSWLFDO�RI�H[FXVHV��DV�WKH\�FDQ�RIWHQ�EH�VLPSOH� GHOD\LQJ� WDFWLFV�� 7KHVH� FXVWRPHUV� VKRXOG� EH� SXW� KLJK� RQ� WKH� FKDVLQJ� OLVW�� $�SURIHVVLRQDO� EXW� IULHQGO\� DSSURDFK� VKRXOG� EH� DGRSWHG� ZKHQ� GHDOLQJ� ZLWK� WKH� FRPPRQ�H[FXVHV�IRU�QRQ�SD\PHQW��� D� µ,�KDYHQ¶W�UHFHLYHG�\RXU�LQYRLFH��&DQ�\RX�VHQG�D�FRS\"¶�x &KHFN�WKDW�WKH�LQYRLFH�DGGUHVV�LV�FRUUHFW��x ,PPHGLDWHO\� ID[� �RU� HPDLO�� DQRWKHU� FRS\� RI� WKH� LQYRLFH� WR� WKH� SHUVRQ� \RX�VSRNH WR��3KRQH� WR�FRQILUP� LW�KDV�EHHQ� UHFHLYHG��DQG�FKHFN�ZKHQ�\RX�FDQ�H[SHFW�SD\PHQW��� E� µ<RXU�LQYRLFH�LV�RQ�WKH�QH[W�FKHTXH�UXQ�¶�x &KHFN WKDW�WKH�GHWDLOV�RQ�WKH�FXVWRPHU¶V�SXUFKDVH�OHGJHU�DUH�FRUUHFW��x $VN�ZKHQ�WKH�FKHTXH�UXQ�GDWH�LV��x &DOO D�IHZ�GD\V�EHIRUHKDQG�WR�PDNH�VXUH�\RXU�LQYRLFH�LV�JRLQJ�WR�EH�SDLG���F� µ,¶OO�GHDO�ZLWK�LW�VKRUWO\�¶�x $VN�ZKHQ���G� µ<RXU�LQYRLFH�KDVQ¶W�EHHQ�SDVVHG�WR�DFFRXQWV�\HW�¶�x $VN� WKH� EX\HU� \RX� VXSSOLHG� WR� DXWKRULVH� WKH� SD\PHQW��7KHQ� SKRQH� WKH�DFFRXQWV�RIILFH�WR�FRQILUP�WKDW�WKH�EX\HU�KDV�GRQH�VR���H� µ7KH�FKHTXH¶V�LQ�WKH�SRVW�¶�x $VN�IRU�WKH�SRVWDO�GDWH�DQG�FKHTXH�QXPEHU���I�� � µ:H¶YH� JRW� D� FDVK� IORZ� SUREOHP¶� RU� µ:H� FDQ¶W� SD\� XQWLO� ZH¶YH� EHHQ� SDLG�RXUVHOYHV¶��x 7KLV�LV�DQ�H[WUHPHO\�VHULRXV�ZDUQLQJ�VLJQ��,W�PD\�EH�QHFHVVDU\�WR�KDOW�DOO�FUHGLW�DQG�VHQG�D�OHWWHU�RI�FODLP���,Q FDVH�RI�QRQ�SD\PHQW�D�FXVWRPHU�FDQ�EH�SXW�RQ�VWRS��$�VWRS�OLVW�LV�D�OLVW�RI�FXVWRPHUV�\RX�GR QRW�ZDQW�WR�JLYH�PRUH�FUHGLW�WR��7KLV�OLVW�VKRXOG�EH�XSGDWHG�UHJXODUO\�DQG�FLUFXODWHG�WR�DSSURSULDWH�HPSOR\HHV�DQG�HVSHFLDOO\�WKHLU�PDQDJHUV��WR�SUHYHQW�IXUWKHU�FUHGLW�EHLQJ�JLYHQ��,W LV�YHU\�LPSRUWDQW�IRU�WKH�EXVLQHVV�WKDW�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�DJUHHV�DFWLRQ�WR�EH�WDNHQ� ZLWK� WKH� UHOHYDQW� VDOHV� PDQDJHUV� RU� HYHQ� WKH� FRPSDQ\� PDQDJLQJ� GLUHFWRUV�� ,W� LV�LPSRUWDQW� WR� UHDOL]H� WKDW� WKH\� PD\� KDSSHQ� WR� HQWHU� LQ� DQ� DJUHHPHQW� ZLWK� WKH� FXVWRPHU�ZKLFK ZLOO�DOORZ�WKHP�GHIHUUHG�SD\PHQW��ZKLFK�PDNHV�SXWWLQJ�RQ�VWRS�LUUHOHYDQW���8QWLO FXVWRPHUV�KDYH�SDLG�WKHLU�DFFRXQWV�XS�WR�GDWH�QR�PRUH�ERRNLQJV�VKRXOG�EH�DFFHSWHG��6RPHWLPHV� WKH� ROG� GHEW� FDQ� RQO\� EH� UHFRYHUHG� LI� D� QHZ� ERRNLQJ� LV� WDNHQ� DQG� XVHG� DV� D�OHYHUDJH� DJDLQVW� WKH� ROG� RQH�� 7KH� DJHQW� RU� FXVWRPHU� IDFHV� D� FRQGLWLRQ�� VHUYLFH� ZLOO� EH�SURYLGHG� EXW� WKH� ROG� GHEW� KDV� WR� EH� SDLG� IRU�� 7KLV� VROXWLRQ� LV� YHU\� RIWHQ� HIIHFWLYH� ��HVSHFLDOO\� LI� WKH� UHODWLRQVKLS� LV� UHODWLYHO\� JRRG� DQG� WKH� ERWK� FRPSDQLHV� SODQ� WR� GR�PRUH�EXVLQHVV�LQ�WKH�IXWXUH�ZLWK�HDFK�RWKHU�����
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,Q DOO�FDVHV�WKH�DJHQWV�DQG�FXVWRPHUV�VKRXOG�EH�LQIRUPHG�WKDW�ODWH�SD\HUV�DUH�µRQ�VWRS¶��7KLV HQFRXUDJHV� WKHP� WR� SD\� XS�� HVSHFLDOO\�ZKHQ� WKH\� UHDOLVH� WKH\� DUH� JRLQJ� WR�ZDQW� WR�SODFH� IXUWKHU� RUGHUV�� 7KLV� DJDLQ� UHYHDOV� WKDW� WKH� FUHGLW� FRQWUROOHU� VKRXOG� EH� DQ� H[FHOOHQW�FRPPXQLFDWRU� DQG� VKRXOG� WDNH� FDUH� WKDW� WKH� LQWHUQDO� DQG� H[WHUQDO� LQIRUPDWLRQ� IORZ� LV�VPRRWK��7KLV�LQIRUPDWLRQ�LV�FXUWDLO�IRU�LQERXQG�FDVK�IORZ�IRUHFDVWLQJ�DQG�DFTXLULQJ�LW�LV�WKH�RQO\ ZD\�WR�HQVXUH�DFFXUDF\�RI�WKH�IRUHFDVW���� /HWWHUV�RI�FODLP�6RPHWLPHV�JRLQJ�OHJDO��LV�WKH�RQO\�ZD\�RI�EDG�GHEW�UHFRYHU\��$�µOHWWHU�RI�FODLP¶��RU�µVHYHQ�GD\ OHWWHU¶��LV�WKH�ILUVW�VWDJH�RI�WKH�OHJDO�SURFHVV��1RERG\�FDQ�EH�VXHG�XQWLO�VXFK�D�OHWWHU�KDV�EHHQ�VHQW�WR�WKH�SHUVRQ��7KH�OHWWHU�WHOOV�WKH�FXVWRPHU��DJHQW�WKDW�LI�RYHUGXH�LQYRLFHV�DUH�QRW�VHWWOHG� E\� D� FHUWDLQ� GDWH� �XVXDOO\� LQ� VHYHQ� GD\V¶� WLPH��� KH� RU� VKH� ZLOO� EH� � VXHG�ZLWKRXW�IXUWKHU�QRWLFH��/HWWHUV�RI�FODLP�FDQ�EH�VHQW�DQ\�WLPH�DIWHU�DQ�LQYRLFH�EHFRPHV�GXH��6RPH�EXVLQHVVHV� KDYH� D� SROLF\� RI� QRW� SD\LQJ� XQWLO� WKH\� UHFHLYH� VXFK� D� OHWWHU�� 6ROLFLWRU� LV� QRW�QHHGHG�WR�VHQG�D�OHWWHU�RI�FODLP����� 7KH�KXPDQ�IDFWRU�7KURXJKRXW� WKH� FUHGLW� FRQWURO� SURFHVV�� D� SRVLWLYH� SHUVRQDO� UHODWLRQVKLS� ZLWK� FXVWRPHUV�VKRXOG EH�PDLQWDLQHG��,W�LV�PRUH�OLNHO\�WR�JHW�WKH�UHVSRQVH�ZDQWHG�LI�D�IULHQGO\�DSSURDFK�LV�DGRSWHG�� ,I� WKHUH� LV� QR� DOWHUQDWLYH� EXW� WR� WDNH� OHJDO� DFWLRQ�� WKLV� DSSURDFK� VKRXOG� EH�PDLQWDLQHG� E\� GLVFXVVLQJ� WKH� VLWXDWLRQ� ZLWK� WKH� FXVWRPHU�� H[SODLQ� WKDW� WKH� FXVWRPHU¶V�EXVLQHVV� LV� YDOXHG�EXW� WDNLQJ� OHJDO�DFWLRQ�KDV�EHHQ�DGYLVHG�� ,W� VKRXOG�EH�PDGH�FOHDU� WKDW�WKLV�VROXWLRQ�ZLOO�RQO\�EH�SUHIHUUHG�LW�WKHUH�LV�QR�RWKHU�DOWHUQDWLYH���6SHDNLQJ�WR�WKH�PDQDJLQJ�GLUHFWRU�RU�ILQDQFH�GLUHFWRU�RI�WKH�EXVLQHVV�LV�YHU\�RIWHQ�KHOSIXO�LQ ILQGLQJ� WKH� VROXWLRQ� DQG� DYRLGLQJ� OHJDO� DFWLRQ�� 3UREOHPV� FDQ� RIWHQ� EH� VRUWHG�RXW�E\� D�GLUHFWRU�LQ�WKH�FRPSDQ\�WDONLQJ�WR�KLV�RU�KHU�RSSRVLWH�QXPEHU��7KLV�FRQYHUVDWLRQ�PD\�JLYH�DQ LQGLFDWLRQ�RI�ZKHWKHU�WKH�FRPSDQ\�KDV�WKH�PRQH\�WR�SD\��,I�WKH�ILQDQFLDO�VWUHQJWK�RI�WKH�GHEWRU� LV� VXIILFLHQW�� WKH\� PD\� KDYH� SD\PHQW� SODQV� HVWDEOLVKHG� DQG� UHSD\� WKHLU� GHEW� LQ�LQVWDOPHQWV����7KH RYHUDOO�FRQFOXVLRQ�LV�WKDW�LW�LV�WKH�SHUVLVWHQFH�DQG�FRPPXQLFDWLRQ�DV�ZHOO�DV�DZDUHQHVV�WKDW� OHDG� WR� SURSHU� FUHGLW� FRQWURO� DQG� DFFXUDWH� LQERXQG� FDVK� IRUHFDVWLQJ�� $FFRXQWV�UHFHLYDEOH�KDYH� WR�EH�FRQWUROOHU�DQG� UHYLHZHG�HDFK�GD\��HYHU\�GD\��7KH�SURFHVV�RI�FUHGLW�FRQWURO�KDV�WR�EH�FDUULHG�RXW�RQ�DQ�HYHU\GD\�EDVLV��TXHULHV�KDYH�WR�EH�VROYHG�V\VWHPDWLFDOO\�DQG GLVFXVVHG� ZLWK� WKH� FRPSDQ\� VDOHV� IRUFHV� DQG� PDQDJHPHQW�� $� ILUP� DQG� FXVWRPL]HG�FUHGLW�SROLF\�KDV�WR�EH�HVWDEOLVKHG�DQG�VXVWDLQHG���
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� 6XPPDU\�
�&DVK� LV� WKH� R[\JHQ� WKDW� HQDEOHV� D� EXVLQHVV� WR� VXUYLYH� DQG� SURVSHU�� DQG� LV� WKH� SULPDU\�LQGLFDWRU�RI�EXVLQHVV�KHDOWK��:KLOH�D�EXVLQHVV�FDQ�VXUYLYH�IRU�D�VKRUW�WLPH�ZLWKRXW�VDOHV�RU�SURILWV��ZLWKRXW�FDVK�LW�ZLOO�GLH��&DVK�LQFOXGHV��FRLQV�DQG�QRWHV��FXUUHQW�DFFRXQWV�DQG�VKRUW�WHUP�GHSRVLWV��EDQN�RYHUGUDIWV�DQG�VKRUW�WHUP�ORDQV��IRUHLJQ�FXUUHQF\�DQG�GHSRVLWV�WKDW�FDQ�EH TXLFNO\�FRQYHUWHG�WR�QDWLRQDO�FXUUHQF\��&DVK�GRHV�QRW�LQFOXGH��ORQJ�WHUP�GHSRVLWV��ORQJ�WHUP�ERUURZLQJ��PRQH\�RZHG�E\�FXVWRPHUV��VWRFN���&DVK� IORZV� VWDQG� IRU� WKH� GLIIHUHQFH� EHWZHHQ� FDVK� LQIORZV� DQG� RXWIORZV� �LQERXQG� DQG�RXWERXQG� FDVK�� FDVK� SD\PHQWV� DQG� FDVK� UHFHLSWV��� &DVK� LQIORZV� FKDUDFWHULVWLF� IRU� DQG�EXVLQHVV� DUH�� SD\PHQW� IRU� JRRGV� RU� VHUYLFHV� IURP� FXVWRPHUV�� UHFHLSWV� RI� D� EDQN� ORDQV��LQWHUHVW�RQ�VDYLQJV�DQG�LQYHVWPHQWV��VKDUHKROGHU� LQYHVWPHQWV��&DVK�RXWIORZV��SXUFKDVH�RI�VWRFN��UDZ�PDWHULDOV�RU�WRROV��ZDJHV��UHQWV�DQG�GDLO\�RSHUDWLQJ�H[SHQVHV��SXUFKDVH�RI�IL[HG�DVVHWV�� ORDQ� UHSD\PHQWV��GLYLGHQG�SD\PHQWV�� LQFRPH�WD[��FRUSRUDWLRQ� WD[��9$7�DQG�RWKHU�WD[HV���$FFRUGLQJ� WR�DFFUXDO�EDVLV��D� WUDQVDFWLRQ�HQWHUV� WKH�UHSRUWLQJ�SHULRG�ZKHQ�LW�KDSSHQV�DQG�QRW ZKHQ� D� UHOHYDQW� FDVK� IORZ� UHODWHG� WR� WKLV� WUDQVDFWLRQ� RFFXUV��&DVK� UHFHLSWV� RIWHQ� ODJ�FDVK SD\PHQWV� DQG��ZKLOVW�SURILWV�PD\�EH� UHSRUWHG�� WKH�EXVLQHVV�PD\�H[SHULHQFH�D� VKRUW�WHUP�FDVK�VKRUWIDOO��)RU�WKLV�UHDVRQ�LW�LV�HVVHQWLDO�WR�IRUHFDVW�FDVK�IORZV�DV�ZHOO�DV�SURMHFW�OLNHO\�SURILWV���7KH�EDODQFH�VKHHW��SURILW�DQG�ORVV�VWDWHPHQW�DQG�FDVK�IORZ�VWDWHPHQW�DUH�FORVHO\�UHODWHG�WR�HDFK RWKHU�� 7KH\� IRUP� D� FORVHG� V\VWHP� LQ� ZKLFK� DOO� WUDQVDFWLRQV� RFFXUULQJ� LQ� UHSRUWLQJ�SHULRG�DUH�UHJLVWHUHG��VR�WKDW�XVHUV�RI�WKH�LQIRUPDWLRQ�SURGXFHG�FDQ�XQGHUVWDQG�WKH�SURFHVV�RI FUHDWLQJ�YDOXH�DGGHG� �SURILW� DQG� ORVV� VWDWHPHQW��DV�ZHOO� DV�KRZ�WKH�FRPSDQ\� OLTXLGLW\��FDVK IORZ�VWDWHPHQW��ZDV�DIIHFWHG�E\�WKH�FRPSDQ\�GHFLVLRQV�DQG�RSHUDWLRQV���$ FDVK� IRUHFDVW� �EXGJHW�� LV� D� SUHVHQWDWLRQ� RI� FDVK� UHVXOWV� EDVHG� XSRQ� DVVXPSWLRQV� DERXW�FRQGLWLRQV�DQG�DFWLRQV�H[SHFWHG�WR�H[LVW�RU�RFFXU�GXULQJ�WKH�IRUHFDVW�SHULRG��,W�LGHQWLILHV�WKH�VRXUFHV�DQG�DPRXQWV�RI�FDVK�FRPLQJ�LQWR�WKH�EXVLQHVV�DQG�WKH�GHVWLQDWLRQV�DQG�DPRXQWV�RI�FDVK JRLQJ� RXW� RYHU� D� JLYHQ� SHULRG�� 7KHUH� DUH� QRUPDOO\� WZR� FROXPQV� OLVWLQJ�IRUHFDVW�DQG�DFWXDO�DPRXQWV�UHVSHFWLYHO\��7KH�IRUHFDVW�LV�XVXDOO\�GRQH�IRU�D�\HDU�RU�TXDUWHU�LQ�DGYDQFH�DQG�GLYLGHG�LQWR�ZHHNV�RU�PRQWKV��,W�LV�EHVW�WR�SLFN�SHULRGV�GXULQJ�ZKLFK�PRVW�RI WKH�IL[HG�FRVWV���VXFK�DV�VDODULHV���JR�RXW���,Q� RUGHU� WR� PDNH� ZHOO� LQIRUPHG� FDVK�� OLTXLGLW\� DQG� IRUHLJQ� H[FKDQJH� PDQDJHPHQW�GHFLVLRQV�� WKH� &RUSRUDWH� &RQWUROOHU� RU� 7UHDVXUHU� QHHGV� FDVK� IORZ� SURMHFWLRQV� WR� EH� DV�DFFXUDWH�DV�SRVVLEOH�� ,Q� IDFW��RQH�RI� WKH�SULPDU\�REMHFWLYHV�RI�RSHUDWLRQDO�IRUHFDVWV�DUH�WR�VHUYH�DV�WKH�EDVLV�IRU�GHULYLQJ�UHDOLVWLF�FDVK�IORZV��8VXDOO\�FRPSDQ\�VSHFLILF�FRQGLWLRQV�VHW�WKH� SDUDPHWHUV� IRU� FDVK� IRUHFDVWLQJ�� EXW� RYHUDOO� REMHFWLYHV� DQG� GLIILFXOWLHV� UHPDLQ�FRQVLVWHQW�DFURVV�DOO�VHFWRUV���&DVK�IORZ�IURP�UHFHLYDEOHV�LV�WKH�FULWLFDO�FRPSRQHQW�LQ�ZRUNLQJ�FDSLWDO�PDQDJHPHQW��DQG�WKH� DELOLW\� WR� IRUHFDVW� FDVK� LQIORZ� LV� FULWLFDO�� &UHGLW� DQG� FROOHFWLRQV� GHSDUWPHQWV� KDYH�LQFUHDVHG�UHVSRQVLELOLWLHV� WR�LQFUHDVH�WKHLU�HIILFLHQF\��HOLPLQDWH�FDVK�IORZ�ERWWOHQHFNV�DQG�
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WR UHSRUW� WKH�HYHU�FKDQJLQJ�SDWWHUQV�RI�SD\PHQWV� IURP�FXVWRPHUV��7KLV� LQIRUPDWLRQ�KHOSV�ILQDQFH� RUJDQL]DWLRQV� WR� SODQ� IRU� FDVK� PDQDJHPHQW� HIILFLHQWO\� DFURVV� DOO� RSHUDWLRQV���7KHUH DUH�WKUHH�GLIIHUHQW�W\SHV�RI�FDVK�IORZ�IRUHFDVWV�EHFDXVH�GLIIHUHQW�XVHUV�KDYH�GLIIHUHQW�QHHGV��&DVK�IRUHFDVWV�LQ�JHQHUDO�WDNH�WKUHH�IRUPV��OLTXLGLW\�IRUHFDVWV��RSHUDWLRQDO�IRUHFDVWV�DQG VWUDWHJLF�IRUHFDVWV��7UDQVDFWLRQ�EDVHG� DSSURDFK� IRUHFDVWLQJ� LQYROYHV�ZRUNLQJ�GLUHFWO\� IURP�FXUUHQW� DQG�SULRU�SHULRG LQFRPH�VWDWHPHQW��7KLV�WHFKQLTXH�XVHV�VSHFLILF�NQRZOHGJH�RI�FDVK�FRQYHUVLRQ�UDWHV�IURP�VDOHV�DQG�SD\PHQW�WR�FUHGLWRUV��RYHUKHDGV��LQYHVWPHQWV��LQWHUHVW��WD[�HWF��7KLV�LV�PRVW�KHOSIXO�ZKHQ� WU\LQJ� WR�XQGHUVWDQG�VKRUW�WHUP�OLTXLGLW\�DQG� LV� WKHUHIRUH� WKH�PRVW�FRPPRQ�W\SH RI�IRUHFDVW�XQGHUWDNHQ�IRU�7UHDVXU\�SXUSRVHV��7KH IXQGV�IORZ�DSSURDFK�WR�IRUHFDVWLQJ�VWDUWV�IURP�RSHUDWLQJ�SURILW�DQG�DGMXVWV�IRU�NQRZQ�QRQ�FDVK LWHPV� DQG� H[SHFWHG� IRUHFDVW� PRYHPHQWV� LQ� EDODQFH� VKHHW� LWHPV��,W LV� WKH� VHFRQG� PHWKRG� WKDW� FDQ� EH� XVHG� WR� FDOFXODWH� WKH� &DVK� )ORZV� IURP� 2SHUDWLQJ�$FWLYLWLHV� DQG� LW� LV� UHIHUUHG� WR� DV� WKH� ,QGLUHFW�0HWKRG�� 8VLQJ� WKH� ,QGLUHFW�0HWKRG�� FDVK�IORZV� IURP� 2SHUDWLQJ� $FWLYLWLHV� DUH� UHSRUWHG� RU� IRUHFDVWHG� E\� DGMXVWLQJ� QHW� LQFRPH� IRU�UHYHQXHV��H[SHQVHV��JDLQV��DQG�ORVVHV�WKDW�DSSHDU�RQ�WKH�LQFRPH�VWDWHPHQW�EXW�GR�QRW�KDYH�DQ HIIHFW�RQ�FDVK���7KH RYHU�ULGLQJ�GHWHUPLQDQW�LQ�FRPSDQLHV¶�VXFFHVV�LQ�IRUHFDVWLQJ�DQG�PDQDJLQJ�FDVK�LV�WKH�GHJUHH�RI�RUJDQL]DWLRQDO�IRFXV�DQG�DOLJQPHQW�EHKLQG�FDVK�DV�D�NH\�SHUIRUPDQFH�LQGLFDWRU���*LYLQJ WKH�OLPLWDWLRQV�LQ�WKH�ZD\V�WKDW�FDVK�FDQ�EH�IRUHFDVWHG��LW�LV�SHUKDSV�QRW�VXUSULVLQJ�WKDW�JRRG�ILQDQFLDO�PRGHOV�RU�SURFHVVHV�DORQH�DUH�QRW�DOZD\V�HQRXJK�WR�EXLOG�FRQILGHQFH�LQ�WKH TXDOLW\�RI�IRUHFDVW�RXWSXWV���7KH KXPDQ�HOHPHQWV�RI�FDVK�IRUHFDVWLQJ�DQG�FROOHFWLRQV�ZLOO�SUREDEO\�QHYHU�EH�HOLPLQDWHG��*RRG FXVWRPHU� UHODWLRQVKLS� PDQDJHPHQW� FDQQRW� EH� LJQRUHG�� DQG� ZLOO� DOZD\V� EH� DQ�LPSRUWDQW� SDUW� RI� FROOHFWLRQV� DQG� DFFXUDWH� IRUHFDVWLQJ�� WKRXJK� LW� VHHPV� OLNHO\� WKDW�WHFKQRORJ\�ZLOO�FUHHS�PRUH�DQG�PRUH�LQWR�WKH�SLFWXUH���,Q WKH� FRPDSQ\� JURXS� H[DPLQHG� LQ� WKH� SUDFWLFDO� SDUW� RI� WKH� WKHVLV�� WKH� RUJDQL]DWLRQDO�VWUXFWXUH� LV� UHIOHFWHG� LQ� WKH� EXVLQHVV¶V� VWUXFWXUH� RI� EDQN� DFFRXQWV�� %HFDXVH� WKH� VHYHQ�FRPSDQLHV�DUH�VHSDUDWH�HQWLWLHV��WKH\�QHHG�WR�KDYH�WKHLU�RZQ�FXUUHQW�EDQN�DFFRXQWV�LQ�RUGHU�WR SD\� ELOOV� WR� WKHLU� FUHGLWRUV� DQG� FROOHFW�PRQH\� IURP�GHEWRUV��+RZHYHU�� WKH\� FDQ� IUHHO\�JLYH ORDQV�WR�HDFK�RWKHU�E\�VLPSO\�PRYLQJ�FDVK�IURP�RQH�EDQN�DFFRXQW�WR�DQRWKHU��6LQFH�WKH RZQHUV� RI� WKH� PRWKHU� FRPSDQ\� DUH� DW� WKH� VDPH� WLPH� WKH� RZQHUV� RI� WKH� GDXJKWHU�FRPSDQLHV��QR�ORDQ�GHDOV�KDYH�WR�EH�LQYROYHG���)RU PDQDJLQJ�FDVK�SURSHUO\��LW�LV�YHU\�LPSRUWDQW�WR�EH�FRQVWDQWO\�DZDUH�RI�WKH�FXUUHQW�FDVK�EDODQFH�� ,Q� WKH� FRPSDQ\� JURXS� DQDO\]HG�� DOO� FXUUHQW� EDQN� DFFRXQWV� DUH� UHFRQFLOHG� RQ� DQ�RQJRLQJ EDVLV��7KH�FRPSDQ\�DFFRXQWDQWV�VWDUW�HYHU\�ZRUNLQJ�GD\�ZLWK�DQDO\VLV�RI�WKH�FDVK�UHFHLYHG�DQG�SDLG�RXW�RI�WKH�EDQN�DFFRXQWV�LQ�RUGHU�WR�HVWDEOLVK�QRW�RQO\�WKH�WRWDO�DPRXQW�RI IXQGV�DYDLODEOH�LQ�WKH�EDQN�DFFRXQW�EXW�DOVR�EH�DZDUH�RI�WKH�WRWDO�DPRXQW�RI�XQSUHVHQWHG�VXSSOLHUV� FKHTXHV� �FKHTXHV� WKDW� KDYH� QRW� DV� \HW� EHHQ� EDQNHG��� L�H�� FDVK� ZKLFK� ZLOO�GHILQLWHO\�OHDYH�WKH�DFFRXQW�LQ�WKH�QHDUHVW�IXWXUH��
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7KH VHDVRQDO�SDWWHUQ�RI�WKH�FRPSDQ\�JURXS¶V�LQERXQG�FDVK�IORZ�KDV�LPSRUWDQW�LPSOLFDWLRQV�IRU� FDVK� IRUHFDVWLQJ� DQG� VHWV� JUHDW� FKDOOHQJHV� IRU� HQVXULQJ� WKH� FRPSDQ\� VKRUW� WHUP�OLTXLGLW\�� ,Q�VXPPHU�� WKH� LGOH�FDVK�JDWKHUHG�LQ�WKH�FRPSDQ\�FXUUHQW�EDQN�DFFRXQWV�KDV�WR�EH LQYHVWHG� LQ� PRUH� SURILWDEOH� ILQDQFLDO� LQVWUXPHQWV� ZKHUHDV� GXULQJ� ZLQWHU� WKHVH�LQVWUXPHQWV�KDYH�WR�EH�OLTXLGDWHG�VR�WKDW�WKH\�FDQ�EH�XVHG�WR�KHOS�WKH�VKRUWDJH�RI�FDVK��,Q�SUDFWLFH� WKLV� PHDQV� WKDW� LQERXQG� FDVK� IRUHFDVWLQJ� KDV� WR� EH� HTXDOO\� DFFXUDWH� ERWK� LQ�VXPPHU�DQG�ZLQWHU�VHDVRQ��KRZHYHU�WKHUH�LV�PRUH�SUHVVXUH�RQ�WKH�IRUHFDVWHUV�LQ�WKH�ZLQWHU�DV VKRUWDJHV� RI� FDVK�PD\� KDYH�PRUH� VHULRXV� LPSOLFDWLRQV� IRU� WKH� EXVLQHVV� WKDQ� WKH� FDVK�H[FHVV���7KH FRPSDQ\� JURXS¶V� FDVK� IORZ� LV�YHU\� WKLJK��&XVWRPHU�SD\PHQWV� IRU� VHUYLFHV�SURYLGHG�KDYH WR�EH�SDLG�IRU�EHIRUH�SURYLGLQJ�WKH�VHUYLFH�EHFDXVH�WKH�FRPSDQ\�VXSSOLHUV�DUH�PDLQO\�LQGLYLGXDOV� ZKR� QHHG� SD\PHQW� EHIRUH� SURYLGLQJ� WKHLU� VHUYLFH�� ,I� WKLV� FRQGLWLRQ� LV� QRW�IXOILOOHG��WKH�FRPSDQ\�KDV�WR�HQJDJH�PRUH�RI�LWV�RZQ�IXQGV�ZKLFK�DUH�QRW�IUHHO\�DYDLODEOH�EXW KDYH� WR� EH� ERUURZHG� IURP� WKH� EDQN� DW� D� KLJK� UDWH�� 7KH� RYHUDOO� SURILWDELOLW\� LV� WKXV�ORZHUHG� 7KLV�LV�ZK\�WKH�JRDO�RI�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�LV�WR�ZRUN�RXW�D�SURFHVV�WKDW�FDQ�PDNH�VXUH�WKDW�WKLV�FRQGLWLRQ�LV�DOZD\V�IXOILOOHG���,Q WKH� FRPSDQ\� JURXS� DQDO\VHG�� FDVK� IORZ� SUREOHPV� LGHQWLILHG� DUH� PDLQO\� FDXVHG� E\�VHDVRQDOLW\�DQG�WLJKWQHVV�RI�LQERXQG�FDVK�DQG�LW�LV�WKH�FRPSDQ\�WUHDVXUHU��SXUFKDVH�OHGJHU�PDQDJHU��ZKR�QHHGV�SUHFLVH�LQIRUPDWLRQ�UHJDUGLQJ�WKH�DPRXQW�RI�FDVK�DYDLODEOH�ZLWKLQ�WKH�QH[W�IRXU�ZHHNV��7KH�FRPSDQ\�JURXS�QHHGV�DQ�DFFXUDWH�OLTXLGLW\�IRUHFDVW���,Q WKH� FRPSDQ\� JURXS� DQDO\VHG�� WUDQVDFWLRQ� EDVHG� DSSURDFK� LV� WKH� RQO\� RQH� SRVVLEOH� WR�DSSO\� DQG� WKXV� LW� ZDV� FKRVHQ� DV� WKH� IRUHFDVWLQJ� WHFKQLTXH� WR� EH� XVHG�� GHVSLWH� RI� LWV�QXPHURXV� FRQHV�� � �:KLOH� FRQWUROOLQJ�FUHGLW�� WKH�FRPSDQ\�FUHGLW� FRQWUROOHU�KDV� WR�DQDO\VH�HDFK� DQG� HYHU\� VDOHV� GHDO� IRU� ZKLFK� DQ� LQYRLFH� KDV� EHHQ� UDLVHG�� 7KH� PRVW� LPSRUWDQW�LQIRUPDWLRQ�LV�WKH�RQH�UHJDUGLQJ�GDWH�RI�DUULYDO��IURP�ZKLFK�WKH�FRPSDQ\�FUHGLW�FRQWUROOHU�ZRUNV���RU���ZHHNV�EDFN�DQG�YHULILHV�LI�WKH�SD\PHQW�LV�GXH�DQG�LI�LW�FDQ�EH�FKDVHG��7R FROOHFW� WKH� VSHFLILF�NQRZOHGJH�QHHGHG� IRU� DFFXUDWH� IRUHFDVWLQJ�� WKH� FRPSDQ\� LQERXQG�FDVK� IRUHFDVWHU� H[DPLQHG� WKH� FRPSDQ\� LQERXQG� FDVK� IRU� ��� ZHHNV�� FRPSDULQJ� WKH�IRUHFDVWHG� FDVK� WR� WKH� FDVK� DFWXDOO\� UHFHLYHG� LQ� WKH� FRPSDQ\� JURXS� EDQN� DFFRXQWV�� 7KH�H[DPLQDWLRQ�ZDV�FRQGXFWHG�GXULQJ�VXPPHU�PRQWKV�LQ�RUGHU�WR�DYRLG�FRVWO\�FRQVHTXHQFHV�LQ FDVH�LQERXQG�FDVK�ZDV�QRW�IRUHVHHQ�DFFXUDWHO\��WKH�FDVK�IORZ�ZDV�QRW�YHU\�WKLJK���7KH�DFFXUDF\�RI� WKH�LQERXQG�FDVK�IRUHFDVWLQJ�KDV�EHHQ�LQFUHDVHG�VXEVWDQWLDOO\�DV�D�ILUP�FUHGLW�FRQWURO�V\VWHP�KDV�EHHQ�HVWDEOLVKHG�DQG�LPSOHPHQWHG����
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/LWHUDWXUH�
�$OH[DQGHU�� 'DYG�� $UFKHU�� 6WHYHQ�� ������ ,QWHUQDWLRQDO� $FFRXQWLQJ� 6WDQGDUGV� *XLGH�� 6DQ�'LHJR��+DUFRXUW�3URIHVVLRQDO�3XEOLVKLQJ��%DLOH\�� 7KRPDV�� :LOG�� +HQU\�� ������ 0L G]\QDURGRZH� 6WDQGDUG\� 5DFKXQNRZR FL� Z�SUDNW\FH��:DUV]DZD��'HORLWWH�DQG�7RXFKH��%HGQDUVNL��/XGZLN��������$QDOL]D�ILQDQVRZD�Z�SU]HGVL ELRUVWZLH��:DUVDZ��3:(���%HGQDUVNL��/XGZLN��*LHUXV]��-DQ��������5DFKXQNRZR ü 0L G]\QDURGRZD��SUDFD�]ELRURZD��:DUV]DZD��3ROVNLH�:\GDZQLFWZR�(NRQRPLF]QH��%LH � :ODG\VODZ��������=DU] G]DQLH�ILQDQVDPL�SU]HGVL ELRUVWZD��:DUV]DZD��6.Z3����%LUJKDP��(GZDUG��������3RGVWDZ\�]DU] G]DQLD�ILQDQVDPL��:DUVDZ��3ROVNLH�:\GDZQLFWZR�(NRQRPLF]QH����%ODNH� -RK�� /XQW�� +HQU\�� ������ $FFRXQWLQJ� 6WDQGDUGV� ±� �WK� (GLWLRQ�� �� 3DGVWRZ�� 3UHQWLFH�+DOO���'HODQH\�� 3HWHU�� 1DFK� 5REHUW�� (SVWHLQ� %HQMDPLQ� 	� :HLVV�� %XGDN�� ������ � *$$3� �����,QWHUSUHWDWLRQ� DQG� $SSOLFDWLRQ� RI� *HQHUDOO\� $FFHSWHG� $FFRXQWLQJ�3ULQFLSOHV�������1HZ�<RUN��-RKQ�:LOOH\�DQG�6RQV��(GPLQGV��0F1DLUH�	�2OGV��0LODP�� ������ )XQGDPHQWDO� )LQDQFLDO�$FFRXQWLQJ�&RQFHSWV��1HZ <RUN��0F*UDZ�+LOO��(OMDVLDN�� (ZD�� 3DUWHND�� :LHVODZ�� ������ 3U]HSá\Z\� JRWyZNRZH� ±� XVWDOHQLH�� DQDOL]D��SODQRZDQLH��]DU] G]DQLH��*GD VN��2''.��*ODXWLUH��0DUF��8QGHUGRZQ�'DQLHO��������$FFRXQWLQJ�7KHRU\�DQG�3UDFWLFH�±��WK�(GLWLRQ��)RUW :RUWK��7KH�'U\GHQ�3UHVV����*O\QQ�� -DQH�� 3HUULQ�� -RKQ�� 	� 0XUSK\� 0HUFHGHV��� 5DFKXQNRZR ü GOD� PHQHG HUyZ��:\GDZQLFWZR�1DXNRZH�3:1��:DUV]DZD��������*P\WUDVLHZLF]�� 0DUWD�� .DUPD VND� $QQD�� ������ 9DGHPHFXP� 5DFKXQNRZR FL� ��5DFKXQNRZR ü ILQDQVRZD��:DUV]DZD��',),1��*RV��:ODG\VODZ��������5DFKXQHN�SU]HSá\ZyZ�SLHQL Q\FK�Z� ZLHWOH�NUDMRZHJR�VWDQGDUGX�UDFKXQNRZR FL��3R]QDQ��3:(���*RV�� :ODG\VODZ�� ������ 3U]HSá\Z\� SLHQL QH� Z� V\VWHPLH� UDFKXQNRZR FL�� 6]F]HFLQ��8QLZHUV\WHW�6]F]HFL VNL��



���
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