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2017 FINANCIAL SUMMARY
Three months ended
December 31,
2017
2016

SELECTED FINANCIAL RESULTS

Financial (000’s)
Net Income
Adjusted Funds Flow(4)
Dividends to Shareholders
Debt Outstanding – net of Cash and Restricted Cash
Capital Spending
Property and Land Acquisitions
Property Divestments
Debt to Adjusted Funds Flow Ratio(4)
Financial per Weighted Average Shares Outstanding
Net Income - Basic
Net Income - Diluted
Weighted Average Number of Shares Outstanding (000’s)
Selected Financial Results per BOE(1)(2)
Oil & Natural Gas Sales(3)
Royalties and Production Taxes
Commodity Derivative Instruments
Cash Operating Expenses
Transportation Costs
General and Administrative Expenses
Cash Share-Based Compensation
Interest, Foreign Exchange and Other Expenses
Current Tax Recovery
Adjusted Funds Flow(4)

$

15,272
199,559
7,264
325,831
116,827
3,805
(1,385)
0.6x

$ 840,325
107,730
7,214
375,520
57,462
118,452
389,750
1.2x

$ 236,998
524,064
29,033
325,831
458,015
13,276
56,196
0.6x

$ 397,416
305,605
35,439
375,520
209,135
126,126
670,364
1.2x

$

0.06
0.06
242,129

$

$

$

$

$

Average Daily Production(2)
Crude Oil (bbls/day)
Natural Gas Liquids (bbls/day)
Natural Gas (Mcf/day)
Total (BOE/day)
% Crude Oil and Natural Gas Liquids

Net Wells Drilled
(1)
(2)
(3)
(4)

41.72
(10.65)
(0.39)
(6.42)
(3.20)
(1.55)
(0.01)
(1.17)
6.15
24.48

$

$

3.49
3.43
240,483
32.81
(7.60)
1.12
(7.22)
(3.44)
(1.63)
(0.17)
(0.97)
0.26
13.16

Three months ended
December 31,
2017
2016

SELECTED OPERATING RESULTS

Average Selling Price(2)(3)
Crude Oil (per bbl)
Natural Gas Liquids (per bbl)
Natural Gas (per Mcf)

Twelve months ended
December 31,
2017
2016

$

$

$

0.98
0.96
241,929
36.93
(8.91)
0.28
(6.39)
(3.60)
(1.63)
(0.03)
(1.24)
1.55
16.96

1.75
1.72
226,530

$

25.88
(5.77)
2.36
(7.31)
(3.14)
(1.75)
(0.09)
(1.28)
0.07
8.97

$

Twelve months ended
December 31,
2017
2016

42,374
4,448
250,607
88,590

37,128
4,413
284,515
88,960

36,935
3,858
263,506
84,711

38,353
4,903
299,214
93,125

53%

47%

48%

46%

65.91
32.26
3.03
7

$

53.91
21.31
2.89
5

$

58.69
30.01
3.21

$

46

44.84
15.29
2.06
25

Non-cash amounts have been excluded.
Based on Company interest production volumes. See “Basis of Presentation” section in the following MD&A.
Before transportation costs, royalties and commodity derivative instruments.
These non-GAAP measures may not be directly comparable to similar measures presented by other entities. See “Non-GAAP Measures” section in the
following MD&A.
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Three months ended
December 31,
2017
2016

Average Benchmark Pricing

WTI crude oil (US$/bbl)
AECO natural gas – monthly index (CDN$/Mcf)
AECO natural gas – daily index (CDN$/Mcf)
NYMEX natural gas – last day (US$/Mcf)
US/CDN average exchange rate

$

Share Trading Summary
For the twelve months ended December 31, 2017

High
Low
Close

55.40
1.96
1.69
2.93
1.27

$

Twelve months ended
December 31,
2017
2016

49.29
2.81
3.09
2.98
1.33

$

2017 Dividends per Share

(1)

2

CDN$ dividends converted at the relevant foreign exchange rate on the payment date.
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$

CDN(1) – ERF
(CDN$)

$
$
$

First Quarter Total
Second Quarter Total
Third Quarter Total
Fourth Quarter Total
Total Year to Date

50.95
2.43
2.16
3.11
1.30

U.S.(2) – ERF
(US$)

13.35
8.97
12.31

$
$
$

0.03
0.03
0.03
0.03
0.12

10.21
6.52
9.79
US$(1)

CDN$

$
$
$
$
$

43.32
2.09
2.16
2.46
1.32

$
$
$
$
$

0.02
0.02
0.02
0.02
0.08

2017 HIGHLIGHTS
Financial and Operational Highlights
x

Fourth quarter 2017 production was 88,590 BOE/day, above the Company’s fourth quarter guidance of 86,000 to
88,000 BOE/day, and an increase of 12% from the third quarter of 2017. The Company’s crude oil and natural gas
liquids production averaged 46,822 bbls/day in the fourth quarter, also above its fourth quarter guidance of 45,000 to
46,000 bbls/day, and an increase of 20% from the third quarter of 2017.

x

Full-year 2017 production averaged 84,711 BOE/day, including 40,793 bbls/day of crude oil and natural gas liquids
(91% crude oil). Full-year production was just above the Company’s guidance of 84,000 BOE/day of total production
and 40,500 bbls/day of crude oil and natural gas liquids.

x

The Company reported fourth quarter 2017 net income of $15.3 million, or $0.06 per diluted share. Net income was
impacted by a $46.2 million non-cash deferred tax expense from the remeasurement of the Company’s U.S. deferred
income tax assets for the U.S. federal income tax rate reduction from 35% to 21%. This expense was partially offset
by the reversal of the valuation allowance previously recorded on the Alternative Minimum Tax (“AMT”) credit
carryovers. Full year net income was $237.0 million compared to $397.4 million for the comparable 2016 period.

x

Fourth quarter 2017 adjusted funds flow was $199.6 million, which included $50.1 million related to a portion of the
AMT refund expected as a result of the U.S. tax reform legislation enacted in December 2017. Excluding the impact of
the AMT refund, Enerplus’ fourth quarter adjusted funds flow was $149.5 million, 65% higher than the previous quarter.
Full year 2017 adjusted funds flow was $524.1 million, or $474.0 million excluding the impact of the AMT refund,
representing a 55% increase compared to 2016.

x

The Company’s realized pricing in the Bakken and the Marcellus improved in 2017. Enerplus’ average Bakken crude
oil price differential for the full year 2017 was US$3.72/bbl below WTI, a 50% improvement compared to 2016. Enerplus’
average Marcellus natural gas price differential for the full year 2017 was US$0.76/Mcf below NYMEX, an 18%
improvement compared to 2016.

x

Enerplus continued to drive reductions to its cost structure in 2017 through divesting higher-cost assets and maintaining
its focus on cost control and execution. Fourth quarter 2017 operating, transportation, and cash general and
administrative (“G&A”) expenses per BOE were all lower compared to the prior quarter.
o

Operating expenses in the fourth quarter were $6.39/BOE, 5% lower compared to the prior quarter. Full year
2017 operating expenses were $6.37/BOE, 12% lower compared to 2016.

o

Transportation costs in the fourth quarter were $3.20/BOE, 11% lower compared to the prior quarter. Full year
2017 transportation costs were $3.60/BOE, 15% higher compared to 2016 primarily due to the increased
weighting of U.S. production with higher associated transportation costs.

o

Cash G&A expenses in the fourth quarter were $1.55/BOE, 4% lower compared to the prior quarter. Full year
2017 cash G&A expenses were $1.63/BOE, 7% lower compared to 2016.

x

Capital spending was $116.8 million in the fourth quarter of 2017, bringing full year 2017 capital spending to $458.0
million, in line with the Company’s $450 million 2017 budget.

x

Enerplus further strengthened its financial position during 2017, reducing net debt by 13% year-over-year. Total debt
net of cash at December 31, 2017 was $325.8 million. Total debt was comprised of $672.3 million in senior notes
outstanding. The Company was undrawn on its $800 million bank credit facility and had a cash balance of $346.5
million. At December 31, 2017, Enerplus’ net debt to adjusted funds flow ratio was 0.6 times.

Reserves Highlights
x

Replaced 189% of 2017 production, adding 58.0 MMBOE (61% oil) of proved plus probable (“2P”) reserves from
development activities (including revisions and economic factors).

x

Material reserves growth was realized in North Dakota and the Marcellus. The Company replaced 414% of 2017 North
Dakota production, adding 42.2 MMBOE of 2P reserves and 132% of 2017 Marcellus production, adding 95.4 Bcf of
2P reserves (including revisions and economic factors).
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x

Finding and development (“F&D”) costs were $13.17/BOE for proved developed producing reserves, $11.32/BOE for
proved reserves, and $9.68/BOE for 2P reserves, including future development costs (“FDC”).

x

Three-year average F&D costs were $9.66/BOE for proved developed producing reserves, $9.16/BOE for proved
reserves, and $7.86/BOE for 2P reserves, including FDC.

x

Finding, development and acquisition (“FD&A) costs were $12.48/BOE for proved reserves and $10.98/BOE for 2P
reserves, including FDC. 2017 divestments were generally comprised of lower-margin Canadian properties. No
reserves were acquired in 2017.

x

Three-year average FD&A costs were $3.41/BOE for proved reserves and $1.05/BOE for 2P reserves, including FDC.

x

Total 2P reserves, net of divestments, were 397.4 MMBOE at year-end 2017, representing a 4% increase from yearend 2016. Excluding divestments, 2P reserves increased by 7% in 2017.

x

2P reserves were comprised of 48% crude oil, 5% natural gas liquids, and 47% natural gas at year-end 2017.

x

Total proved reserves account for 70% of 2P reserves. Proved developed producing reserves represent 67% of total
proved reserves and 47% of 2P reserves.

x

Enerplus’ 2P reserves life index increased to 12.6 years at year-end 2017, from 12.3 years at year-end 2016.
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MD&A
Management’s Discussion and Analysis (“MD&A”)
The following discussion and analysis of financial results is dated February 22, 2018 and is to be read in conjunction with the
audited Consolidated Financial Statements (the “Financial Statements”) of Enerplus Corporation (“Enerplus” or the “Company”),
as at December 31, 2017 and 2016 and for the years ended December 31, 2017, 2016 and 2015.
The following MD&A contains forward-looking information and statements. We refer you to the end of the MD&A under
“Forward-Looking Information and Statements” for further information. The following MD&A also contains financial measures
that do not have a standardized meaning as prescribed by accounting principles generally accepted in the United States of
America (“U.S. GAAP”). See “Non-GAAP Measures” at the end of this MD&A for further information.
BASIS OF PRESENTATION
The Financial Statements and notes have been prepared in accordance with U.S. GAAP. All amounts are stated in Canadian
dollars unless otherwise specified and all note references relate to the notes included with the Financial Statements. Certain
prior period amounts have been restated to conform with current period presentation.
Where applicable, natural gas has been converted to barrels of oil equivalent (“BOE”) based on 6 Mcf:1 BOE and oil and natural
gas liquids (“NGL”) have been converted to thousand cubic feet of gas equivalent (“Mcfe”) based on 0.167 bbl:1 Mcfe. The BOE
and Mcfe rates are based on an energy equivalent conversion method primarily applicable at the burner tip and do not represent
a value equivalent at the wellhead. Given that the value ratio based on the current price of natural gas as compared to crude oil
is significantly different from the energy equivalency of 6:1, utilizing a conversion on a 6:1 basis may be misleading as an
indication of value. Use of BOE and Mcfe in isolation may be misleading. All production volumes are presented on a company
interest basis, being the Company’s working interest share before deduction of any royalties paid to others, plus the Company’s
royalty interests, unless otherwise stated. Company interest is not a term defined in Canadian National Instrument 51-101–
Standards of Disclosure for Oil and Gas Activities (“NI 51-101”) and may not be comparable to information produced by
other entities. All reserves information presented herein has been prepared in accordance with NI 51-101 and is presented at
December 31, 2017 unless otherwise stated.
In accordance with U.S. GAAP, oil and natural gas sales are presented net of royalties in the Financial Statements. Under
International Financial Reporting Standards, industry standard is to present oil and natural gas sales before deduction of royalties
and as such this MD&A presents production, oil and natural gas sales, and BOE measures before deduction of royalties to
remain comparable with our peers.
The following table provides a reconciliation of our production volumes:

Average Daily Production Volumes

Company interest production volumes
Crude oil (bbls/day)
Natural gas liquids (bbls/day)
Natural gas (Mcf/day)
Company interest production volumes (BOE/day)
Royalty volumes
Crude oil (bbls/day)
Natural gas liquids (bbls/day)
Natural gas (Mcf/day)
Royalty volumes (BOE/day)
Net production volumes
Crude oil (bbls/day)
Natural gas liquids (bbls/day)
Natural gas (Mcf/day)
Net production volumes (BOE/day)

Year ended December 31,
2017
2016
2015

36,935
3,858
263,506
84,711

38,353
4,903
299,214
93,125

41,639
4,763
360,733
106,524

7,531
777
47,722
16,262

7,198
932
50,270
16,508

7,471
971
59,077
18,288

29,404
3,081
215,784
68,449

31,155
3,971
248,944
76,617

34,168
3,792
301,656
88,236
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2017 FOURTH QUARTER OVERVIEW
Fourth quarter production averaged 88,590 BOE/day, exceeding our fourth quarter guidance of 86,000 – 88,000 BOE/day, and
increasing 12% compared to third quarter production of 79,128 BOE/day. Our liquids production increased by 20% to 46,822
bbls/day from 38,926 bbls/day in the third quarter, which exceeded our fourth quarter liquids guidance of 45,000 – 46,000
bbls/day. In the U.S., crude oil and liquids production increased during the fourth quarter with additional on-stream activity in
North Dakota. Marcellus natural gas production was curtailed by 35,000 Mcf/day in October followed by strong unrestricted
production in November and December as realized prices improved.
We reported net income of $15.3 million and adjusted funds flow of $199.6 million in the fourth quarter compared to net income
of $16.1 million and adjusted funds flow of $90.4 million in the third quarter. Both net income and adjusted funds flow benefited
from a $50.1 million Alternative Minimum Tax (“AMT”) credit carryover refund, which we expect to realize in 2018. Additionally,
crude oil and natural gas sales, net of royalties, increased $75 million or 38% compared to the third quarter, with improved
pricing and the impact of higher production volumes. With higher production volumes, we saw a slight increase in operating
costs and production taxes. Net income was also impacted by unrealized foreign exchange losses on the translation of our U.S.
denominated debt and working capital, a non-cash deferred tax expense of $70.6 million primarily related to the remeasurement
of our deferred income tax asset resulting from the U.S. federal income tax rate reduction, and the reversal of a portion of the
valuation allowances previously recorded on our deferred income tax asset.
During the fourth quarter of 2017 and the first quarter of 2018 we closed a portion of the previously announced sale of non-core
Canadian properties with associated production of approximately 1,000 BOE/day for minimal proceeds.
Selected Fourth Quarter Canadian and U.S. Financial Results

(millions, except per unit amounts)
Average Daily Production Volumes(1)
Crude oil (bbls/day)
Natural gas liquids (bbls/day)
Natural gas (Mcf/day)
Total average daily production (BOE/day)
Pricing(2)
Crude oil (per bbl)
Natural gas liquids (per bbl)
Natural gas (per Mcf)
Capital Expenditures
Capital spending
Acquisitions
Divestments
Netback(3) Before Hedging
Oil and natural gas sales
Royalties
Production taxes
Cash operating expenses
Transportation costs
Netback before hedging
Other Expenses
Commodity derivative instruments loss/(gain)
General and administrative expense(4)
Current income tax recovery
(1)
(2)
(3)
(4)

6

Three months ended
December 31, 2017
Canada
U.S.
Total
9,478
1,198
37,265
16,887

32,896
3,250
213,342
71,703

42,374
4,448
250,607
88,590

12,417
1,160
68,437
24,983

24,711
3,253
216,078
63,977

37,128
4,413
284,515
88,960

$ 57.05
44.07
3.01

$

68.46
27.91
3.04

$

65.91
32.26
3.03

$ 48.44
36.33
3.13

$

56.66
15.96
2.82

$

53.91
21.31
2.89

$

10.9
1.1
0.9

$

105.9
2.7
0.5

$

116.8
3.8
1.4

$

10.2
111.2
(1.5)

$

47.3
7.2
(388.3)

$

57.5
118.4
(389.8)

$

64.9
(13.9)
(0.7)
(18.2)
(2.9)
29.2

$

275.2
(55.1)
(17.1)
(34.1)
(23.3)
145.6

$

340.1
(69.0)
(17.8)
(52.3)
(26.2)
174.8

$

78.9
(11.0)
(0.4)
(30.7)
(3.2)
33.6

$

189.7
(40.1)
(10.6)
(28.4)
(25.0)
85.6

$

268.6
(51.1)
(11.0)
(59.1)
(28.2)
119.2

41.0
13.9
—

$

—
5.8
(50.2)

$

41.0
19.7
(50.2)

$

33.0
21.0
—

$

—
7.0
(2.1)

$

$
$

$

Company interest volumes.
Before transportation costs, royalties and the effects of commodity derivative instruments.
See “Non-GAAP Measures” section in this MD&A.
Includes share-based compensation.
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Three months ended
December 31, 2016
Canada
U.S.
Total

$

$

$

$

33.0
28.0
(2.1)

Comparing the fourth quarter of 2017 with the same period in 2016:
x

Average daily production was 88,590 BOE/day, essentially unchanged from 2016 despite the divestment of non-core
Canadian assets throughout 2017 and our non-operated North Dakota properties late in 2016 with combined production of
12,700 BOE/day. The divested production was fully offset with strong well performance from our increased capital spending
program in 2017.

x

Our crude oil and natural gas liquids production increased to 53% of our total production mix in the fourth quarter of 2017
compared to 47% in the same period in 2016.

x

Our U.S. production increased by 12% to 71,703 BOE/day from 63,977 BOE/day, despite the divestment of our nonoperated North Dakota properties on December 30, 2016, with production of approximately 5,000 BOE/day.

x

Capital spending increased to $116.8 million compared to $57.5 million in the fourth quarter of 2016. The majority of our
capital investment in the fourth quarter was focused on our core areas, with spending of $85.0 million on our North Dakota
crude oil properties, $15.2 million on our Marcellus natural gas properties, and $10.0 million on our Canadian crude oil
waterflood properties.

x

Operating expenses decreased to $52.1 million ($6.39/BOE) compared to $58.5 million ($7.15/BOE) in the fourth quarter
of 2016 as a result of the divestment of higher operating cost Canadian properties throughout 2016 and 2017, offset by
increased costs in the U.S. related to our higher liquids production.

x

Cash general and administrative (“G&A”) expenses decreased to $12.6 million ($1.55/BOE) compared to $13.4 million
($1.63/BOE) in 2016 due to continued cost savings initiatives and the impact of staff reductions with the continued
divestment of non-core assets.

x

We reported net income of $15.3 million in the fourth quarter of 2017 compared to net income of $840.3 million in the fourth
quarter of 2016. Net income decreased by $825.0 million primarily due to a non-cash deferred tax expense of $70.6 million
in the fourth quarter of 2017 compared to a deferred tax recovery of $567.8 million for the same period in 2016. Net income
in the fourth quarter of 2016 also benefited from a gain of $339.4 million on the sale of our non-operated North Dakota
properties.

x

Adjusted funds flow increased to $199.6 million compared to $107.7 million in the fourth quarter of 2016. The increase in
adjusted funds flow was a result of an AMT recovery of $50.1 million, higher realized commodity prices, and the combined
impact of lower operating costs, lower G&A expenses, and lower interest charges.

2017 OVERVIEW AND 2018 OUTLOOK
Summary of Guidance and Results
Capital spending ($ millions)
Average annual production (BOE/day)
Crude oil and natural gas liquids volumes (bbls/day)
Average royalty and production tax rate
(% of oil and natural gas sales)
Operating expenses (per BOE)
Transportation costs (per BOE)
Cash G&A expenses (per BOE)

Revised 2017 Guidance
$450
84,000
40,500

2017 Results
$458
84,711
40,793

2018 Guidance
$535 - 585
86,000 – 91,000
46,000 – 50,000

24%
$6.50
$3.70
$1.70

24%
$6.37
$3.60
$1.63

25%
$7.00
$3.60
$1.65

2017 Overview
We reinitiated growth in 2017, delivering total production growth of 14% and liquids growth of 39%, as measured from the first
quarter of 2017 through the fourth quarter of 2017, after adjusting for divestments. Notably, our North Dakota production
increased 70% throughout 2017 with increased capital investment and strong operational performance. These results were
achieved while maintaining our balance sheet strength.
In 2017, our annual average production was 84,711 BOE/day with crude oil and liquids volumes of 40,793 bbls/day, exceeding
our guidance targets of 84,000 BOE/day and 40,500 bbls/day, respectively. Our capital spending for the year totaled $458.0
million, in line with our guidance of $450 million. The majority of our spending (87%) was focused on our liquids properties,
primarily in North Dakota.
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Our realized sales price differentials improved during the year with additional industry pipeline capacity coming online in the
Bakken and Marcellus in 2017. Our Bakken differential narrowed by $3.74/bbl or 50%, and our Marcellus differential narrowed
by $0.17/Mcf or 18% when compared to 2016.
Operating expenses and cash G&A expenses were $6.37/BOE and $1.63/BOE, respectively, beating our guidance of $6.50/BOE
and $1.70/BOE, respectively. The outperformance was a result of our ongoing cost saving initiatives and our continued effort to
focus our business through the sale of higher cost non-core assets.
Net income for 2017 was $237.0 million, a decrease from net income of $397.4 million in 2016 primarily due to lower realized
gains on asset divestments and an increase in deferred tax expense due to both the impact of the changes in U.S. tax legislation
announced late in 2017 and higher net income before taxes.
Adjusted funds flow increased 71% to $524.1 million from $305.6 million in 2016. This included a current tax recovery of $50.1
million for an AMT refund expected in 2018, as a result of new U.S. tax legislation. Net oil and gas sales also increased by
$198.0 million largely due to higher realized commodity prices and narrower sales price differentials in both North Dakota and
the Marcellus.
We continued to focus our portfolio during 2017, divesting higher operating cost properties with significant asset retirement
liabilities. During the period, we divested of properties with associated production of approximately 7,700 BOE/day for $56.2
million in proceeds, and associated asset retirement obligations of $72.3 million.
Net debt at December 31, 2017 was $325.8 million, comprised of $672.3 million of senior notes less $346.5 million in cash. At
December 31, 2017, we were undrawn on our $800 million senior unsecured bank credit facility and had a net debt to adjusted
funds flow ratio of 0.6x.
2018 Outlook
Our focus in 2018 will be to continue to deliver sustainable and profitable growth and generate strong returns on capital, while
maintaining our financial strength. We have increased our capital budget for 2018 to between $535 and $585 million, with the
majority of capital being allocated to our North Dakota crude oil properties. With this further investment, we expect our production
to grow 30% year-over-year in North Dakota, which is anticipated to contribute to our liquids production mix increasing to more
than 55% of our total production in the second half of 2018.
Annual 2018 production is expected to average between 86,000 – 91,000 BOE/day, with crude oil and natural gas liquids
production expected to average between 46,000 – 50,000 bbls/day. After adjusting for completed and announced divestments
of non-core assets, we are targeting 2018 full year production growth of approximately 10% and liquids growth of
approximately 20%, year-over-year.
We expect our Bakken and Marcellus sales price differentials to continue to improve in 2018 to approximately US$2.50/bbl
below WTI and US$0.40/Mcf below NYMEX, respectively, as a result of the Dakota Access Pipeline being in service for a full
year and further pipeline capacity additions planned for the Marcellus in 2018.
To support our 2018 capital program, we have increased our 2018 and 2019 crude oil hedging program to 65% and 61%,
respectively, of our 2018 forecasted crude oil production, after royalties. We have also added natural gas hedges in 2018 for
approximately 20% of our forecasted 2018 natural gas production, after royalties.
Operating expenses are expected to average approximately $7.00/BOE in 2018, modestly higher than 2017 levels as we expect
to further increase our crude oil and liquids weighting throughout 2018. We expect 90% of our capital program will be directed
to our crude oil assets, which have slightly higher operating cost metrics.
We expect cash G&A expenses and transportation costs for 2018 to average approximately $1.65/BOE and $3.60/BOE,
respectively, consistent with 2017.
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RESULTS OF OPERATIONS
Production
Average Daily Production Volumes

Crude oil (bbls/day)
Natural gas liquids (bbls/day)
Natural gas (Mcf/day)
Total daily sales (BOE/day)

2017

2016

2015

36,935
3,858
263,506
84,711

38,353
4,903
299,214
93,125

41,639
4,763
360,733
106,524

Production in 2017 averaged 84,711 BOE/day and crude oil and liquids production averaged 40,793 BOE/day, exceeding our
revised guidance of 84,000 BOE/day and 40,500 bbls/day, respectively, due to strong operational performance in both North
Dakota and the Marcellus.
Annual average production decreased by 9% or 8,414 bbls/day compared to the prior year primarily due to non-core asset
divestments in Canada throughout 2017 with combined production of approximately 7,700 BOE/day and the sale of 5,000
BOE/day from our U.S. non-operated North Dakota properties, which closed on December 30, 2016. The impact of these asset
sales was offset by growth in our operated U.S. crude oil production due to additional investment in our North Dakota assets.
Our U.S. production in 2017 was similar to 2016 as strong well performance from our capital program offset the sale of our nonoperated North Dakota properties and price related production curtailments in the Marcellus during the year.
Canadian production volumes decreased 7,996 BOE/day or 29% compared to the prior year, largely due to non-core asset
divestments throughout 2017, offset somewhat by additional production from our Ante Creek crude oil waterflood property
acquired late in 2016.
Our crude oil and natural gas liquids production accounted for 48% of our total average daily production in 2017, compared to
46% in 2016 and 44% in 2015.
Production for 2016 averaged 93,125 BOE/day, a decrease of 13% from 2015. Production decreased primarily as a result of
non-core Canadian natural gas divestments through the first three quarters of 2016, a reduced capital program with lower
commodity prices, and the impact of price related production curtailments in the Marcellus.
2018 Guidance
We expect annual average production for 2018 of 86,000 – 91,000 BOE/day, including 46,000 – 50,000 bbls/day of crude oil
and natural gas liquids. With an increased capital spending program of $535 - $585 million, we anticipate year-over-year
production growth of 10% and liquids growth of 20%, after adjusting for divestments. This guidance includes the full year impact
of our 2017 non-core divestments with associated production of approximately 7,700 BOE/day (66% natural gas), as well as the
impact of expected first quarter 2018 divestments of certain non-core Canadian properties with production of approximately 600
BOE/day.
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Pricing
The prices received for our crude oil and natural gas production directly impact our earnings, adjusted funds flow and financial
condition. The following table summarizes our average selling prices, benchmark prices and differentials:
Pricing (average for the period)

Benchmarks
WTI crude oil (US$/bbl)
AECO natural gas – monthly index ($/Mcf)
AECO natural gas – daily index ($/Mcf)
NYMEX natural gas – last day (US$/Mcf)
US/CDN average exchange rate
US/CDN period end exchange rate
Enerplus selling price(1)
Crude oil ($/bbl)
Natural gas liquids ($/bbl)
Natural gas ($/Mcf)
Average benchmark differentials
MSW Edmonton – WTI (US$/bbl)
WCS Hardisty – WTI (US$/bbl)
Transco Leidy monthly – NYMEX (US$/Mcf)
TGP Z4 300L monthly – NYMEX (US$/Mcf)
AECO monthly – NYMEX (US$/Mcf)
Enerplus realized differentials(1)
Canada crude oil – WTI (US$/bbl)
Canada natural gas – NYMEX (US$/Mcf)
Bakken crude oil – WTI (US$/bbl)
Marcellus natural gas – NYMEX (US$/Mcf)
(1)

2017

$

2016

2015

50.95
2.43
2.16
3.11
1.30
1.26

$

43.32
2.09
2.16
2.46
1.32
1.34

$

48.80
2.77
2.69
2.66
1.28
1.38

$

58.69
30.01
3.21

$

44.84
15.29
2.06

$

48.43
18.06
2.15

$

(2.46)
(11.98)
(0.96)
(1.03)
(1.26)

$

(3.21)
(13.84)
(1.15)
(1.21)
(0.89)

$

(3.93)
(13.52)
(1.52)
(1.58)
(0.50)

$

(10.94)
(0.62)
(3.72)
(0.76)

$

(13.21)
(0.80)
(7.46)
(0.93)

$

(13.34)
(0.44)
(9.44)
(1.37)

Before transportation costs, royalties and commodity derivative instruments.

CRUDE OIL AND NATURAL GAS LIQUIDS
Benchmark WTI prices in 2017 increased by 18% to US$50.95/bbl compared to 2016 as the reduction of approximately 1.8
MMbbl per day of production in 2017 by the Organization of Petroleum Exporting Countries (“OPEC”), along with strong global
crude oil demand, helped to reduce much of the crude oil inventory overhang that depressed prices in 2016. WTI prices ended
2017 near their peak for the last three years at US$64.73/bbl. Our 2017 realized crude oil price averaged $58.69/bbl, a 31%
increase compared to 2016. The strengthening of regional differentials for our crude oil produced both in Canada and more
notably in North Dakota and Montana, helped improve our realized price more than the improvement in the WTI benchmark
year-over-year.
Our Bakken sales price differentials narrowed by 50% in 2017, averaging US$3.72/bbl below WTI, beating our guidance of
US$4.00/bbl below WTI. The start-up of the Dakota Access Pipeline mid-year increased the demand for Bakken crude oil leading
to a meaningful improvement in our sales price differential relative to WTI. We expect the strength in differentials to continue in
2018 and our 2018 Bakken crude oil differential to average approximately US$2.50/bbl below WTI.
Canadian crude prices also strengthened during 2017, with both heavy and light differentials improving slightly compared to the
prior year. For 2018, Canadian crude differentials are expected to trade significantly wider than what was realized in 2017 due
to industry production exceeding regional demand and export pipeline capacity.
We realized an average of $30.01/bbl on our NGL production in 2017, an increase of 96% when compared to 2016. Benchmark
pricing for NGL’s improved dramatically in 2017 due to improving market fundamentals, particularly in the propane markets with
increased exports offshore in the U.S.
NATURAL GAS
Our realized natural gas price averaged $3.21/Mcf in 2017, a 56% increase from 2016 realized prices, and significantly higher
than the 26% increase in the NYMEX benchmark price and the 16% increase in the AECO monthly benchmark price compared
to 2016. Our realized natural gas price outperformed the benchmark changes year-over-year due to stronger Marcellus basis
differentials in 2017 and the positive impact of our multi-year term AECO physical sales which carry average fixed basis
differentials of US$0.65/Mcf below NYMEX.
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In the Marcellus, the Tennessee Gas Pipeline Zone 4 - 300 Leg and Transco Leidy monthly benchmark differentials averaged
US$1.03/Mcf and US$0.96/Mcf below NYMEX compared to US$1.21/Mcf and US$1.15/Mcf below NYMEX in 2016. The
strengthening in local Marcellus prices was due to additional pipeline capacity coming into service, as well as higher weatherrelated demand in the region. Our realized portfolio sales price continues to benefit from a transportation contract where 30,000
Mcf/day of our production is priced at markets south of the Marcellus producing region, allowing us to realize sales prices closer
to NYMEX pricing. This contributed to an average Marcellus realized sales price differential, before transportation costs, of
US$0.76/Mcf below NYMEX for the year, better than our guidance of US$0.80/Mcf below NYMEX, and an 18% improvement
from 2016. We expect our Marcellus natural gas realized differential to average US$0.40/Mcf below NYMEX in 2018 due to
additional industry pipeline capacity planned to come on-stream in the year.
In Alberta, congestion on regional and export pipelines and continued industry production growth resulted in benchmark AECO
monthly prices averaging US$1.26/Mcf below NYMEX in 2017 compared to US$0.89/Mcf below NYMEX in 2016. Our term
AECO physical sales portfolio at prices much stronger than benchmark averages protected all of our western Canadian gas
production from this significant price weakness throughout 2017, and will continue to do so during 2018 and 2019.
Monthly Crude Oil Prices

Monthly Natural Gas Prices
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FOREIGN EXCHANGE
The Canadian dollar strengthened throughout 2017 averaging 1.30 USD/CDN and closing the year at 1.26 USD/CDN compared
to 1.34 USD/CDN at December 31, 2016. The improvement was driven primarily by signs of a strengthening Canadian economy
and a series of increases in the Bank of Canada interest rates. The majority of our oil and natural gas sales are based on
U.S. dollar denominated indices, and a stronger Canadian dollar relative to the U.S. dollar decreases the amount of our realized
sales. Because we report in Canadian dollars, the stronger Canadian dollar also decreases our U.S. dollar denominated costs,
capital spending and the interest cost of our U.S. dollar denominated senior notes.
Monthly USD/CDN Exchange Rate

Price Risk Management
We have a price risk management program that considers our overall financial position, the economics of our capital program
and potential acquisitions.
As of February 20, 2018, we have hedged approximately 20,838 bbls/day of our crude oil production for 2018, which represents
approximately 65% of our forecasted 2018 crude oil production, after royalties. For 2019, we have hedged 19,753 bbls/day,
which represents approximately 61% of our crude oil production after royalties, based on the 2018 forecast. Our crude oil hedges
are predominantly three way collars, which consist of a sold put, a purchased put and a sold call. When WTI prices settle below
the sold put strike in any given month, the three way collars provide a limited amount of protection above the WTI index prices
equal to the difference between the strike price of the purchased and sold puts. Overall, we continue to expect our crude oil
hedge contracts to protect project economics and a significant portion of our adjusted funds flow.
As of February 20, 2018, we have hedged approximately 35,863 Mcf/day of our natural gas production for 2018 using NYMEX
collars, which represents approximately 20% of our 2018 forecasted natural gas production, after royalties.
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The following is a summary of our financial contracts in place at February 20, 2018, expressed as a percentage of our anticipated
production volumes after royalties, using the midpoint of our guidance range, for 2018:
WTI Crude Oil (US$/bbl)(1)
Apr 1, 2018 – Jul 1, 2018 – Oct 1, 2018 –
Jun 30, 2018 Sep 30, 2018 Dec 31, 2018

Jan 1, 2018 –
Jan 31, 2018

Feb 1, 2018 –
Mar 31, 2018

Swaps
Sold Swaps
%

$ 55.38
16%

$ 58.32
22%

$ 55.38
16%

$ 53.73
9%

Three Way Collars
Sold Puts
%
Purchased Puts
%
Sold Calls
%

$ 42.83
40%
$ 53.04
40%
$ 61.99
40%

$ 42.83
40%
$ 53.04
40%
$ 61.99
40%

$ 42.92
46%
$ 52.90
46%
$ 61.73
46%

$ 42.71
56%
$ 52.53
56%
$ 61.22
56%

(1)

Apr 1, 2019 –
Dec 31, 2019

$ 53.73
9%

$ 53.73
9%

-

$ 42.74
62%
$ 52.48
62%
$ 61.10
62%

$ 44.05
50%
$ 53.69
50%
$ 63.44
50%

$ 44.09
62%
$ 53.94
62%
$ 63.84
62%

Based on weighted average price (before premiums) assuming average annual production of 88,500 BOE/day for 2018 (at the mid-point of our guidance
range), less royalties and production taxes of 25%.

Jan 1, 2018 –
Mar 31, 2018

Collars
Purchased Puts
%
Sold Calls
%
(1)

Jan 1, 2019 –
Mar 31, 2019

NYMEX Natural Gas (US$/Mcf)(1)
Apr 1, 2018 –
Oct 31, 2018

$ 2.75
16%
$ 3.47
16%

Nov 1, 2018 –
Dec 31, 2018

$ 2.75
22%
$ 3.38
22%

$ 2.75
16%
$ 3.47
16%

Based on weighted average price (before premiums) assuming average annual production of 88,500 BOE/day for 2018 (at the mid-point of our guidance
range), less royalties and production taxes of 25%.

We did not have any foreign exchange contracts in place during 2017 and 2016. In comparison, during 2015, we recorded
realized foreign exchange losses of $39.2 million on foreign exchange costless collars and foreign exchange gains of
$39.9 million and $3.3 million, on the unwind of our US$175 million foreign exchange swap and the final settlement of the foreign
exchange swap on our US$54 million senior notes, respectively.
ACCOUNTING FOR PRICE RISK MANAGEMENT
Commodity Risk Management Gains/(Losses)
($ millions)

Cash gains/(losses):
Crude oil
Natural gas
Total cash gains
Non-cash gains/(losses):
Crude oil
Natural gas
Total non-cash gains/(losses)
Total gains/(losses)

2017

$
$
$
$
$

(Per BOE)

Total cash gains/(losses)
Total non-cash gains/(losses)
Total gains/(losses)

2016

0.9
7.7
8.6

$

(5.4)
11.1
5.7
14.3

$

$

$
$

2017

$
$

0.28
0.18
0.46

2015

75.0
5.3
80.3

$

(96.2)
(13.5)
(109.7)
(29.4)

$

$

$
$

2016

$
$

2.36
(3.22)
(0.86)

217.2
70.5
287.7
(99.8)
(45.2)
(145.0)
142.7
2015

$
$

7.40
(3.73)
3.67

During 2017, we realized cash gains of $0.9 million on our crude oil contracts and $7.7 million on our natural gas contracts.
Cash gains recorded on our natural gas contracts included a gain of $8.5 million on the unwind of a portion of our AECO-NYMEX
basis physical contracts in conjunction with the sale of our Canadian non-core natural gas properties. In comparison, in 2016
we realized cash gains of $75.0 million on our crude oil contracts and $5.3 million on our natural gas contracts. During 2015, we
realized cash gains of $217.2 million on our crude oil contracts and $70.5 million on our natural gas contracts. The cash gains
in each year were due to contracts which provided floor protection above market prices.
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As the forward markets for crude oil and natural gas fluctuate, as new contracts are executed, and as existing contracts are
realized, changes in fair value are reflected as either a non-cash charge or gain to earnings. The fair value of our crude oil
contracts was a net liability position of $34.3 million, while the fair value of our natural gas contracts was a net asset position of
$1.7 million, at December 31, 2017 (December 31, 2016 – net loss positions of $28.8 million and $9.5 million, respectively). The
change in fair value of our crude oil and natural gas contracts represented losses of $5.4 million and gains of $11.1 million,
respectively, during 2017 and losses of $96.2 million and $13.5 million, respectively, during 2016.
Revenues
($ millions)

Oil and natural gas sales
Royalties
Oil and natural gas sales, net of royalties

2017

$ 1,141.8
(221.1)
$
920.7

2016

$
$

882.1
(159.4)
722.7

2015

$ 1,052.4
(168.0)
$
884.4

Oil and natural gas sales revenue for 2017 totaled $1,141.8 million, an increase of 29% from $882.1 million in 2016. The increase
in revenue was a result of the improvement in commodity prices and realized sales price differentials compared to the prior year,
along with a higher crude oil and natural gas liquids weighting of 48% compared to 46% in 2016.
In 2016, oil and natural gas sales revenue decreased 16% to $882.1 million from $1,052.4 million in 2015. The decrease was a
result of the continued decline in commodity prices in 2016 compared to the prior year, along with lower production due to our
non-core asset divestments and lower capital spending.
Royalties and Production Taxes
($ millions, except per BOE amounts)

2017

2016

2015

Royalties
Per BOE

$
$

221.1
7.15

$
$

159.4
4.67

$
$

168.0
4.32

Production taxes
Per BOE
Royalties and production taxes
Per BOE

$
$
$
$

54.3
1.76
275.4
8.91

$
$
$
$

37.4
1.10
196.8
5.77

$
$
$
$

50.9
1.31
218.9
5.63

Royalties and production taxes (% of oil and natural gas sales)

24%

22%

21%

Royalties are paid to government entities, land owners and mineral rights owners. Production taxes include state production
taxes, Pennsylvania impact fees, freehold mineral taxes and Saskatchewan resource surcharges. An increasing percentage of
our production is from U.S. properties where royalty rates are generally higher and not as sensitive to commodity price levels.
Royalties and production taxes were in line with our revised guidance for 2017, averaging 24% of oil and natural gas sales,
before transportation. Royalties and production taxes increased to $275.4 million in 2017 from $196.8 million in 2016 primarily
due to an increase in realized crude oil and natural gas prices and higher production volumes coming from our U.S. properties
with a combined royalty and production tax rate of 26%. In 2016, royalties and production taxes decreased to $196.8 million
from $218.9 million in the prior year primarily due to lower production volumes, decreased realized crude oil and natural gas
prices and 1.5% rate reduction for production taxes in North Dakota.
2018 Guidance
We expect royalty and production taxes in 2018 to average 25% of our oil and gas sales, before transportation. The increase
compared to 2017 is due to the higher percentage of U.S. production volumes as a result of additional capital spending and
growth in our U.S. assets.
Operating Expenses
($ millions, except per BOE amounts)

Cash operating expenses
Non-cash (gains)/losses(1)
Total operating expenses
Per BOE
(1)
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2017

$
$
$

197.7
(0.6)
197.1
6.37

2016

$
$
$

249.0
(1.1)
247.9
7.27

2015

$
$
$

340.1
0.4
340.5
8.76

Operating expenses during 2017 were $197.1 million or $6.37/BOE, beating our guidance of $6.50/BOE and representing a
reduction of $50.8 million from the previous year. The decrease is mainly attributable to continued divestments of higher
operating cost Canadian properties combined with our cost saving initiatives. This was partly offset by an increase in our crude
oil and natural gas liquids production weighting, which has slightly higher associated operating cost metrics.
Operating expenses during 2016 were $247.9 million or $7.27/BOE compared to $340.5 million or $8.76/BOE in 2015. The
improvement resulted mainly from cost savings, lower repairs and maintenance costs and the divestment of higher operating
cost Canadian properties throughout the year.
2018 Guidance
We expect operating expenses of $7.00/BOE in 2018. The modest increase from 2017 is a result of the expected increase in
the corporate weighting of our higher operating cost liquids production.
Transportation Costs
($ millions, except per BOE amounts)

2017

Transportation costs
Per BOE

$
$

111.3
3.60

2016

$
$

107.1
3.14

2015

$
$

114.7
2.95

Transportation costs in 2017 increased on a per BOE basis to average $3.60/BOE, beating our guidance of $3.70/BOE, and an
increase from $3.14/BOE in 2016 and $2.95/BOE in 2015. Transportation costs have increased with growing U.S. production
volumes which have higher associated transportation costs, as well as additional firm transportation commitments in the
Marcellus that were incurred beginning in August of 2016.
2018 Guidance
We expect transportation costs to remain at $3.60/BOE in 2018, similar to 2017 levels.
Netbacks
The crude oil and natural gas classifications below contain properties according to their dominant production category. These
properties may include associated crude oil, natural gas or natural gas liquids volumes which have been converted to the
equivalent BOE/day or Mcfe/day and as such, the revenue per BOE or per Mcfe may not correspond with the average selling
price under the “Pricing” section of this MD&A. Certain prior period amounts have been reclassified to conform with current
period presentation.
Year ended December 31, 2017
Crude Oil
Natural Gas

Netbacks by Property Type

Average Daily Production
Netback(1) $ per BOE or Mcfe
Oil and natural gas sales
Royalties and production taxes
Cash operating expenses
Transportation costs
Netback before hedging
Cash gains/(losses)
Netback after hedging
Netback before hedging ($ millions)
Netback after hedging ($ millions)
(1)

$

$
$
$
$

44,496 BOE/day
(per BOE)
53.38
(13.89)
(10.20)
(2.21)
27.08
0.06
27.14
439.8
440.7

$

$
$
$
$

241,290 Mcfe/day
(per Mcfe)
3.12
(0.57)
(0.36)
(0.86)
1.33
0.09
1.42
117.6
125.2

$

$
$
$
$

Total

84,711 BOE/day
(per BOE)
36.93
(8.91)
(6.39)
(3.60)
18.03
0.28
18.31
557.4
566.0

See “Non-GAAP Measures” in this MD&A.
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Year ended December 31, 2016
Crude Oil
Natural Gas

Netbacks by Property Type

Average Daily Production
Netback(1) $ per BOE or Mcfe
Oil and natural gas sales
Royalties and production taxes
Cash operating expenses
Transportation costs
Netback before hedging
Cash gains/(losses)
Netback after hedging
Netback before hedging ($ millions)
Netback after hedging ($ millions)

$

$
$
$
$

(2)

$

$
$
$
$

275,538 Mcfe/day
(per Mcfe)
2.26
(0.34)
(0.72)
(0.72)
0.48
0.05
0.53
48.8
54.2

$

$
$
$
$

Total

93,125 BOE/day
(per BOE)
25.88
(5.77)
(7.31)
(3.14)
9.66
2.36
12.02
329.2
409.5

Year ended December 31, 2015
Crude Oil
Natural Gas

Netbacks by Property Type

Average Daily Production
Netback(1) $ per BOE or Mcfe
Oil and natural gas sales
Royalties and production taxes
Cash operating expenses
Transportation costs
Netback before hedging
Cash gains/(losses)
Netback after hedging
Netback before hedging ($ millions)
Netback after hedging ($ millions)

47,206 BOE/day
(per BOE)
37.86
(9.38)
(10.29)
(1.97)
16.22
4.34
20.56
280.4
355.3

$

$
$
$
$

49,069 BOE/day
(per BOE)
43.67
(10.54)
(11.98)
(1.84)
19.31
12.13
31.44
345.7
562.9

$

$
$
$
$

344,730 Mcfe/day
(per Mcfe)
2.15
(0.24)
(1.00)
(0.65)
0.26
0.56
0.82
33.0
103.5

$

$
$
$
$

Total

106,524 BOE/day
(per BOE)
27.07
(5.63)
(8.75)
(2.95)
9.74
7.40
17.14
378.7
666.4

See “Non-GAAP Measures” in this MD&A.

Crude oil and natural gas netbacks per BOE before hedging were higher during 2017 compared to 2016 and 2015 primarily due
to higher crude oil and natural gas prices, improvements in our sales price differentials in North Dakota and the Marcellus, as
well as reductions to our operating expenses due in part to the sale of higher operating cost non-core Canadian assets. During
2017, our crude oil properties accounted for 79% and 78% of our netback before and after hedging, respectively.

General and Administrative Expenses
Total G&A expenses include cash G&A expenses and share-based compensation (“SBC”) charges related to our long-term
incentive plans (“LTI plans”). See Note 10 and Note 13 to the Financial Statements for further details.
($ millions)

Cash:
G&A expense
Share-based compensation expense
Non-Cash:
Share-based compensation expense
Equity swap loss/(gain)
Total G&A expenses

2017

$

$

(Per BOE)

22.6
0.2
74.3

$

$

2017

Cash:
G&A expense
Share-based compensation expense
Non-Cash:
Share-based compensation expense
Equity swap loss/(gain)
Total G&A expenses
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2016
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$

$

1.63
0.03
0.73
0.01
2.40

59.8
3.1
27.0
(3.6)
86.3

2015

$

$

2016

$

$

1.75
0.09
0.80
(0.11)
2.53

81.3
0.9
19.6
2.1
103.9
2015

$

$

2.09
0.02
0.51
0.05
2.67

Cash G&A expenses in 2017 totaled $50.5 million ($1.63/BOE), beating our guidance of $1.70/BOE and representing a decrease
of 16% from $59.8 million ($1.75/BOE) in 2016. The reduction in 2017 was primarily due to continued cost savings initiatives
and the impact of reductions in staff levels throughout 2016 and 2017, as we continued to divest of non-core assets and focus
our business.
During the year, we reported cash SBC of $1.0 million ($0.03/BOE), a decrease of 68% compared to $3.1 million ($0.09/BOE)
in 2016 due to the settlement of the final grants of our cash-settled Restricted Share Unit (“RSU”) plans in 2016. The Deferred
Share Unit (“DSU”) plan is our only remaining LTI plan that we intend to settle in cash. We recorded non-cash SBC of
$22.6 million ($0.73/BOE) in 2017 compared to $27.0 million ($0.80/BOE) in 2016. The decrease in non-cash SBC was a result
of the performance multipliers on our Performance Share Unit (“PSU”) plans remaining unchanged from 2016.
Cash G&A expenses in 2016 were $59.8 million ($1.75/BOE), a decrease of 26% from $81.3 million ($2.09/BOE) in 2015. Cash
SBC expense was $3.1 million ($0.09/BOE) in 2016 compared to an expense of $0.9 million ($0.02/BOE) in 2015. We recorded
non-cash SBC of $27.0 million ($0.80/BOE) in 2016 compared to $19.6 million ($0.51/BOE) in 2015 due to an improvement in
our performance multiplier, along with additional grants issued under the treasury-settled LTI plans.
We have hedged a portion of the outstanding cash-settled units under our LTI plans. We recorded a non-cash mark-to-market
loss of $0.2 million on these hedges in 2017 (2016 – $3.6 million gain; 2015 – $2.1 million loss). As of December 31, 2017, we
have 470,000 units hedged at a weighted average price of $16.89/share.
2018 Guidance
We expect our cash G&A expense to be $1.65/BOE in 2018, which is consistent with 2017.
Interest Expense
Interest on our senior notes and bank credit facility in 2017 totaled $38.7 million compared to $45.4 million in 2016 and $66.5
million in 2015. Interest expense decreased 15% in 2017 when compared to 2016 due to being undrawn on our bank credit
facility, the impact of the strengthening Canadian dollar on our U.S. denominated interest payments, and the first of five annual
principal instalments of US$22 million on our US$110 million 7.97% senior notes paid during the second quarter of 2017.
Interest expense decreased 32% in 2016 compared to 2015 with a reduction in the principal amount of our outstanding senior
notes following the repurchase of US$267 million of senior notes during the first half of 2016.
At December 31, 2017, we were undrawn on our $800 million bank credit facility and our debt consisted of fixed interest rate
senior notes with a weighted average interest rate of 4.8%. See Note 7 to the Financial Statements for further details on
outstanding notes.
Foreign Exchange
($ millions)

Realized:
Foreign exchange (gain)/loss on settlements
Translation of U.S. dollar cash held in Canada (gain)/loss
Unrealized loss/(gain)
Total foreign exchange loss/(gain)
US/CDN average exchange rate
US/CDN period end exchange rate

2017

$
$

1.5
11.0
(42.6)
(30.1)
1.30
1.26

2016

$
$

0.1
—
(40.6)
(40.5)
1.32
1.34

2015

$
$

(8.7)
—
182.6
173.9
1.28
1.38

We recorded a net foreign exchange gain of $30.1 million in 2017 compared to gains of $40.5 million and losses of $173.9 million
in 2016 and 2015, respectively. Realized gains and losses relate primarily to day-to-day transactions recorded in foreign
currencies, along with the translation of our U.S. dollar denominated cash held in Canada, while unrealized gains and losses
are recorded on the translation of our U.S. dollar denominated debt and working capital at each period-end.
In 2017, we recorded a realized foreign exchange loss of $12.5 million, due to the strengthening of the Canadian dollar compared
to a loss of $0.1 million in 2016. In 2015, the realized foreign exchange gain of $8.7 million included a gain of $39.9 million on
the unwind of our US$175 million foreign exchange swaps and a gain of $3.3 million on the final settlement of our US$54 million
senior notes and the corresponding foreign exchange swap. These gains were offset by cumulative losses of $39.2 million on
our foreign exchange collars with final settlements in December 2015.
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Unrealized foreign exchange gains and losses are recorded on the translation of our U.S. dollar denominated debt and working
capital at each period end. Comparing December 31, 2017 to December 31, 2016, the Canadian dollar strengthened relative to
the U.S. dollar, resulting in an unrealized gain of $42.6 million. See Note 11 to the Financial Statements for further details.
Capital Investment
($ millions)

Capital spending
Office capital
Sub-total
Property and land acquisitions
Property divestments
Sub-total
Total(1)
(1)

2017

$
$
$

458.0
2.7
460.7
13.3
(56.2)
(42.9)
417.8

2016

$
$
$

209.1
1.5
210.6
126.1
(670.4)
(544.3)
(333.7)

2015

$
$
$

493.4
4.5
497.9
9.5
(286.6)
(277.1)
220.8

Excludes changes in non-cash investing working capital. See Note 17(b) of the Consolidated Financial Statements for additional information.

2017
Capital spending in 2017 totaled $458.0 million, in line with our guidance of $450 million. Our capital spending in 2017 was more
than twice our spending levels in 2016, as we repositioned ourselves for growth. In 2017 we spent $343.0 million on our U.S.
crude oil properties, $55.3 million on our Canadian crude oil properties, and $58.5 million on our Marcellus natural gas assets.
In 2017, we added 58.0 MMBOE of gross proved plus probable reserves, replacing 189% of our 2017 production, before
accounting for acquisitions and divestments.
We recorded net divestment proceeds of $56.2 million in 2017 consisting mainly of our second quarter sale of our Brooks
waterflood property and Canadian shallow gas assets. Total divestments had combined production of 7,700 BOE/day and
resulted in a $72.3 million reduction to future asset retirement obligations. Property and land acquisitions in 2017 totaled $13.3
million and included additional leases and minor undeveloped land.
2016
Capital spending in 2016 totaled $209.1 million, and was focused on our core areas with spending of $136.4 million on our North
Dakota crude oil properties, $44.4 million on our Canadian crude oil waterflood properties and $24.3 million on our Marcellus
natural gas assets.
We recorded net divestment proceeds of $670.4 million in 2016. In Canada, we sold properties consisting mainly of natural gas
assets, which included certain Deep Basin natural gas properties and non-core properties in northwest Alberta with combined
production of approximately 8,500 BOE/day. On December 30, 2016, we closed the sale of our non-operated assets in North
Dakota with production of approximately 5,000 BOE/day for proceeds of $392.0 million, which was reported as restricted cash
at December 31, 2016. Through our capital program in 2016 we added 43 MMBOE of gross proved plus probable reserves,
replacing 126% of our 2016 production, before accounting for acquisitions and divestments.
Property and land acquisitions in 2016 totaled $126.1 million, largely due to our acquisition of a Canadian waterflood property
for a purchase price of $110.3 million, net of closing adjustments.
2015
Capital spending in 2015 totaled $493.4 million and included spending of $302.3 million on our North Dakota crude oil properties,
$115.7 million on our Canadian crude oil properties, $32.2 million on our Marcellus assets and $40.4 million on our Deep Basin
properties in Canada. Through our capital program in 2015 we added 42 MMBOE of gross proved plus probable reserves,
replacing 108% of our 2015 production, before accounting for acquisitions and divestments.
During 2015, we recorded net divestment proceeds of $286.6 million. In Canada, we divested of assets for combined proceeds
of $198.9 million with production of approximately 4,900 BOE/day including the sale of our Pembina waterflood assets and
certain non-core shallow gas assets with production of 2,700 BOE/day. In the U.S., we divested of assets for combined proceeds
of $87.7 million with production of approximately 1,250 BOE/day, including the sale of a portion of our non-operated North
Dakota properties for proceeds of $80.4 million, and our operated Marcellus assets for proceeds of $3.5 million. Property and
land acquisitions in 2015 totaled $9.5 million and included minor acquisitions of leases and undeveloped land.
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2018 Guidance
To deliver on our production and liquids growth targets of 10% and 20%, respectively, net of divestments, we are increasing our
capital spending guidance for 2018 to $535 to $585 million, a 22% increase from 2017. Our spending is focused on our core
areas, with approximately $420 million allocated to North Dakota, $60 million to our Marcellus gas properties and $60 million to
our Canadian crude oil waterflood properties.
Gain on Asset Sales and Note Repurchases
We recorded gains of $78.4 million during 2017 related to the divestment of our Brooks waterflood property and Canadian
shallow gas assets. In 2016, a gain of $559.2 million was recorded on asset divestments, which included a gain of $339.4 million
on the fourth quarter sale of our non-operated North Dakota property. No gains were recorded on asset sales in 2015. Under
full cost accounting rules, divestments of oil and natural gas properties are generally accounted for as adjustments to the full
cost pool with no recognition of a gain or loss. However, if not recognizing a gain or loss on the transaction would significantly
alter the relationship between a cost centre’s capitalized costs and proved reserves, then a gain or loss must be recognized.
Gains and losses are evaluated on a case by case basis for each asset sale, and future sales may or may not result in such
treatment.
During 2017 we did not repurchase any of our senior notes. During the first half of 2016, we recorded a total gain of $19.3 million
on the repurchase of US$267 million of outstanding senior notes at prices between 90% of par and par value.
Depletion, Depreciation and Accretion (“DD&A”)
($ millions, except per BOE amounts)

2017

DD&A expense
Per BOE

$
$

250.8
8.11

2016

$
$

329.0
9.65

2015

$
$

508.2
13.06

DD&A of property, plant and equipment (“PP&E”) is recognized using the unit-of-production method based on proved reserves.
DD&A in 2017 decreased from 2016 mainly due to an increased weighting of U.S. production with lower depletion rates along
with reserve additions for the year and the impact of the 2016 asset impairments. In 2016, DD&A decreased from the prior year
mostly due to asset impairments recorded during 2016 and 2015 under the U.S. GAAP full cost ceiling test methodology.
Impairments
PP&E
($ millions)

2017

Canada cost centre
U.S. cost centre
Total Impairments

$
$

—
—
—

2016

$
$

89.4
211.8
301.2

2015

$

286.7
1,065.7
$ 1,352.4

Under U.S. GAAP, the full cost ceiling test is performed on a country-by-country cost centre basis using estimated after-tax
future net cash flows discounted at 10% from proved reserves (“Standardized Measure”), using constant prices as defined by
the U.S. Securities and Exchange Commission (“SEC”). SEC constant prices are calculated as the unweighted average of the
trailing twelve first-day-of-the-month commodity prices. Standardized Measure is not related to our capital spending investment
criteria and is not a fair value based measurement, but rather a prescribed accounting calculation. Under U.S. GAAP
impairments are not reversed in future periods.
The trailing twelve month average crude oil and natural gas prices have improved throughout 2017 and no impairments were
recorded. In comparison, trailing twelve month average commodity prices weakened significantly in 2016 and 2015, resulting in
non-cash impairments totaling $301.2 million and $1,352.4 million (before taxes), respectively.
The following table outlines the twelve month average trailing benchmark prices and exchange rates used in our ceiling test at
December 31, 2017, 2016 and 2015:

Year

WTI Crude Oil Exchange Rate Edm Light Crude U.S. Henry Hub AECO Natural Gas
US$/bbl
US/CDN
CDN$/bbl
Gas US$/Mcf
Spot CDN$/Mcf

2017
2016
2015

$
$
$

51.34
42.75
50.28

1.30 $
1.32 $
1.27 $

63.57 $
52.26 $
59.38 $

2.98
2.49
2.58

$
$
$
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2.32
2.17
2.69
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Many factors influence the allowed ceiling value versus our net capitalized cost base, making it difficult to predict with reasonable
certainty the value of impairment losses from future ceiling tests. For the next year, the primary factors include future
first-day-of-the-month commodity prices, reserves revisions, our capital expenditure levels and timing, acquisition and
divestment activity, as well as production levels, which affect DD&A expense. Although the twelve month average trailing
commodity prices are below current levels, there is the potential for prices to decline, impacting the ceiling value which could
result in further non-cash impairments.
Goodwill
Goodwill impairment testing is performed annually or more frequently if events or changes in circumstances indicate that goodwill
may be impaired. We perform a qualitative assessment of goodwill by evaluating potential indicators of impairment, and if it is
more likely than not that the fair value of the reporting unit is less than its carrying value we perform quantitative impairment
tests. If the carrying value of the reporting unit exceeds its fair value, goodwill is written down to its implied fair value with an
offsetting charge to earnings in the Consolidated Statements of Income/(Loss) in the Financial Statements.
Our annual goodwill impairment assessments at December 31, 2017 and 2016 resulted in no impairment.
Asset Retirement Obligation
In connection with our operations, we incur abandonment and reclamation costs related to assets, such as surface leases, wells,
facilities and pipelines. Total asset retirement obligations included on our balance sheet are based on management’s estimate
of our net ownership interest, costs to abandon and reclaim and the timing of the costs to be incurred in future periods.
We have estimated the net present value of our asset retirement obligation to be $117.7 million at December 31, 2017, compared
to $181.7 million at December 31, 2016. The decrease was largely due to the removal of $72.3 million or 40% of our asset
retirement obligations which were related to asset divestments during 2017. See Note 8 to the Financial Statements for further
information.
We take an active approach to managing our abandonment, reclamation and remediation obligations. During 2017, we spent
$12.9 million (2016 – $8.4 million) on our asset retirement obligations and we expect to spend approximately $10.0 million in
2018. The majority of our abandonment and reclamation costs are expected to be incurred between 2025 and 2055. We do not
reserve cash or assets for the purpose of funding our future asset retirement obligations. Any abandonment and reclamation
costs are anticipated to be funded out of cash flow and available credit facilities.
Income Taxes
($ millions)

Current tax expense/(recovery)
Deferred tax expense/(recovery)
Total tax expense/(recovery)

2017

$
$

(48.0)
129.9
81.9

2016

$
$

(2.4)
(234.8)
(237.2)

2015

$
$

(16.9)
(150.6)
(167.5)

The total tax expense for 2017 includes the impact of the enactment of the U.S. Tax Cuts and Jobs Act ("Tax Legislation") on
December 22, 2017. The Tax Legislation significantly modified the existing U.S. tax law including the reduction of the federal
income tax rate to 21% from 35%, the repeal of corporate AMT and the ultimate refund of existing AMT credit carryovers. While
most of these changes are effective January 1, 2018 and will positively impact our future after-tax earnings, we are required to
recognize certain changes in income tax expense in 2017 as outlined below.
Our current tax recovery primarily relates to the reclassification of $50.1 million to income tax receivable from our deferred
income tax asset for the portion of our AMT refund expected to be realized in 2018. The remaining $50.1 million in AMT refund
is expected to be realized over the years 2019 to 2021.
The total tax expense in 2017 was $81.9 million compared to a $237.2 million total tax recovery in 2016. The recovery in 2016
was primarily due to the removal of a significant portion of our valuation allowance in both Canada and the U.S. due to higher
projected future taxable income in both jurisdictions. In 2017, deferred tax expense includes $46.2 million from the
remeasurement of our U.S. deferred income tax assets for the federal income tax rate reduction, net of the reversal of the
valuation allowance previously recorded on our AMT credit carryovers. We assess the recoverability of our deferred income tax
assets each period to determine whether it is more likely than not all or a portion of our deferred income tax assets will be
realized. We consider available positive and negative evidence including future taxable income and reversing existing temporary
differences in making this assessment. Our overall deferred income tax asset, net of valuation allowance, is $569.9 million at
December 31, 2017 (2016 - $733.4 million). Our remaining valuation allowance is related to our net capital loss carryforward
balance, as we do not anticipate future capital gains that will allow us to utilize these losses.
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Our estimated tax pools at December 31, 2017 are as follows:
Pool Type ($ millions)

Canada
Canadian development expenditures (“CDE”)
Canadian exploration expenditures (“CEE”)
Undepreciated capital costs (“UCC”)
Non-capital losses and other credits

2017

$

$
U.S.
Alternative minimum tax credit (“AMT”)
Net operating losses
Depletable and depreciable assets
Total tax pools and credits
Capital losses

$
$
$
$

51
237
121
414
823
100
854
985
1,939
2,762
1,223

LIQUIDITY AND CAPITAL RESOURCES
There are numerous factors that influence how we assess our liquidity and leverage including commodity price cycles, capital
spending levels, acquisition and divestment plans, hedging and dividend levels. We also assess our leverage relative to our
most restrictive debt covenant, which is a maximum senior debt to earnings before interest, taxes, depreciation, amortization,
impairment and other non-cash charges (“adjusted EBITDA”) ratio of 3.5x for a period of up to six months, after which it drops
to 3.0x. Our senior debt to adjusted EBITDA ratio increased to 1.2x at December 31, 2017 from 0.8x at December 31, 2016 as
a result of a decrease in our trailing twelve month EBITDA, which benefited from significant gains recognized in 2016 on asset
divestments and the repurchase of senior notes. Our net debt to adjusted funds flow ratio decreased to 0.6x at December 31,
2017 from 1.2x at December 31, 2016 as a result of the significant increase in our adjusted funds flow in 2017. Although it is not
included in our debt covenants, the net debt to adjusted funds flow ratio is often used by investors and analysts to evaluate
our liquidity.
We continued to strengthen our financial position in 2017, reducing our net debt by 13% over the twelve month period. Asset
divestments throughout 2017 resulted in aggregate divestment proceeds of $56.2 million. This additional liquidity was used to
fully repay our bank credit facility and to repay the first of five principal instalments of US$22 million on our US$110 million,
7.97% senior notes.
Total debt, net of cash and restricted cash, at December 31, 2017 was $325.8 million compared to $375.5 million at December
31, 2016. Total debt was comprised of $672.3 million in senior notes less $346.5 million in cash. Our next scheduled senior
notes repayment of US$22 million is due in June 2018 with remaining maturities extending to 2026. At December 31, 2017, we
were undrawn on our $800 million bank facility.
Our adjusted payout ratio, which is calculated as cash dividends plus capital and office expenditures divided by adjusted funds
flow, was 93% for 2017 compared to 80% in 2016. After adjusting for net acquisition and divestment proceeds, our funding
surplus for the year ended December 31, 2017 was $77.2 million compared to $603.8 million in 2016. We expect to continue to
pay monthly dividends to our shareholders of $0.01 per share, however, if economic conditions change we may make
adjustments.
Our working capital deficiency, excluding cash, restricted cash and current derivative assets and liabilities, increased to
$107.6 million at December 31, 2017 from $94.4 million at December 31, 2016. We expect to finance our working capital deficit
and our ongoing working capital requirements through cash, adjusted funds flow and our bank credit facility. In addition, we have
sufficient liquidity to meet our financial commitments for the near term, as disclosed under “Commitments” below.
During the fourth quarter, we completed a one year extension of our $800 million senior, unsecured, covenant-based bank credit
facility, which now matures on October 31, 2020. There were no other amendments to the agreement terms or debt covenants.
Drawn fees on our bank credit facility range between 150 and 315 basis points over Banker’s Acceptance rates, with current
drawn fees of 150 basis points. The bank credit facility ranks equally with our senior unsecured covenant-based notes.
At December 31, 2017 we were in compliance with all covenants under our bank credit facility and outstanding senior notes.
Our bank credit facility and senior note purchase agreements have been filed as material documents on our SEDAR profile
at www.sedar.com.
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The following table lists our financial covenants at December 31, 2017:
Covenant Description

December 31, 2017

Bank Credit Facility:
Senior debt to adjusted EBITDA
Total debt to adjusted EBITDA
Total debt to capitalization

Maximum Ratio
3.5x
4.0x
50%

1.2x
1.2x
21%

Senior Notes:
Senior debt to adjusted EBITDA(1)
Senior debt to consolidated present value of total proved reserves (2)

Maximum Ratio
3.0x – 3.5x
60%

1.2x
25%

Adjusted EBITDA to interest

Minimum Ratio
4.0x

14.7x

Definitions
“Senior Debt” is calculated as the sum of drawn amounts on our bank credit facility, outstanding letters of credit and the principal amount of senior notes.
“EBITDA” is calculated as net income less interest, taxes, depletion, depreciation, amortization, accretion and non-cash gains and losses. EBITDA is calculated on
a trailing twelve month basis and is adjusted for material acquisitions and divestments. EBITDA for the three months and the trailing twelve months ended
December 31, 2017 were $161.6 million and $570.0 million, respectively.
“Total Debt” is calculated as the sum of Senior Debt plus subordinated debt. Enerplus currently does not have any subordinated debt.
“Capitalization” is calculated as the sum of total debt and shareholder’s equity plus a $1.1 billion adjustment related to our adoption of U.S. GAAP.
Footnotes
(1) Senior Debt to adjusted EBITDA maximum ratio for the senior notes may increase to 3.5x for a period of 6 months, after which the ratio decreases to 3.0x.
(2) Maximum debt to consolidated present value of total proved reserves is calculated annually on December 31 based on before tax reserves at forecast prices
discounted at 10%.

Counterparty Credit
OIL AND NATURAL GAS SALES COUNTERPARTIES
Our oil and natural gas receivables are with customers in the oil and gas industry and are subject to normal credit risks.
Concentration of credit risk is mitigated by marketing production to numerous purchasers under normal industry sale and
payment terms. A credit review process is in place to assess and monitor our counterparties’ creditworthiness on a regular basis.
This process involves reviewing and ratifying our corporate credit guidelines, assessing the credit ratings of our counterparties
and setting exposure limits. When warranted, we obtain financial assurances such as letters of credit, parental guarantees or
third party insurance to mitigate a portion of our credit risk. This process is utilized for both our oil and natural gas sales
counterparties as well as our financial derivative counterparties.
FINANCIAL DERIVATIVE COUNTERPARTIES
We are exposed to credit risk in the event of non-performance by our financial counterparties regarding our derivative contracts.
We mitigate this risk by entering into transactions with major financial institutions, the majority of which are members of our bank
syndicate. We have International Swaps and Derivatives Association (“ISDA”) agreements in place with the great majority of our
financial counterparties. These agreements provide some credit protection by generally allowing parties to aggregate amounts
owing to each other under all outstanding transactions and settle with a single net amount in the case of a credit event. To date
we have not experienced any losses due to non-performance by our derivative counterparties. All of our derivative counterparties
are considered investment grade. At December 31, 2017, we had $3.9 million in mark-to-market assets offset by $38.5 million
of mark-to-market liabilities resulting in a net liability position of $34.6 million.
Dividends
($ millions, except per share amounts)

Cash dividends
Per weighted average share (Basic)

2017

$
$

29.0
0.12

2016

$
$

35.4
0.16

2015

$
$

132.0
0.64

We reported total dividends of $29.0 million or $0.12 per share to our shareholders in 2017. During 2016 and 2015, we reported
total dividends of $35.4 million or $0.16 per share and $132.0 million or $0.64 per share, respectively. Dividends for 2017
represented approximately 6% of adjusted funds flow, compared to approximately 12% in 2016 and 27% in 2015.
Effective with our April 2016 dividend, we reduced our monthly dividend to $0.01 per share. During 2015, we reduced our monthly
dividend twice, from $0.09 per share to $0.05 per share in April and to $0.03 per share in December.
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The dividend is part of our strategy to create shareholder value; however, a sustained low price environment may impact our
ability to pay dividends. We continue to monitor commodity prices and economic conditions and are prepared to make
adjustments as necessary.
Shareholders’ Capital
2017

Share capital ($ millions)

$

Common shares outstanding (thousands)
Weighted average shares outstanding – basic (thousands)
Weighted average shares outstanding – diluted (thousands)

3,386.9

$

242,129
241,929
247,874

2016

2015

3,366.0

$ 3,133.5

240,483
226,530
231,293

206,539
206,205
206,205

During 2017, a total of 1,646,000 shares (2016 – 594,000; 2015 – 807,000) and $21.0 million of additional equity (2016 –
$9.4 million; 2015 – $13.3 million) was issued pursuant to the treasury-settled LTI plans. For further details see Note 13 to the
Financial Statements.
On May 31, 2016, 33,350,000 common shares were issued at a price of $6.90 per share for gross proceeds of $230.1 million
($220.4 million, net of issue costs before tax).
At February 22, 2018, we had 243,602,915 shares outstanding. In addition, an aggregate of 11,538,849 common shares may
be issued to settle outstanding grants under the PSU, RSU, and stock option plans, assuming the maximum payout multiplier of
2.0 times for the PSUs.
Commitments
At December 31, 2017 we had the following minimum annual commitments:
($ millions)

Senior notes(1)
Transportation commitments
Processing commitments
Drilling and completions
Office lease commitments
Sublease recoveries
Net office lease commitments
Total commitments(2)(3)
(1)
(2)
(3)

Minimum Annual Commitment Each Year
2018
2019
2020
2021

Total

$

672.4
249.2
26.3
66.1
74.9
(16.7)
58.2
$ 1,072.2

$

27.7
28.1
10.1
50.9
11.8
(3.0)
8.8
$ 125.6

$

57.7
26.5
3.5
7.6
10.5
(3.3)
7.2
$ 102.5

$ 102.6
22.7
3.2
7.6
10.6
(3.1)
7.5
$ 143.6

$ 102.6
19.8
1.5
—
10.7
(3.0)
7.7
$ 131.6

2022

$ 126.4
17.7
1.5
—
10.7
(1.9)
8.8
$ 154.4

Total
Committed
after 2022

$

$

255.4
134.4
6.5
—
20.6
(2.4)
18.2
414.5

Interest payments have not been included.
Crown and surface royalties, production taxes, lease rentals and mineral taxes (hydrocarbon production rights) have not been included as amounts paid
depend on future ownership, production, prices and the legislative environment.
US$ commitments have been converted to CDN$ using the December 31, 2017 foreign exchange rate of 1.2571.

In the Marcellus, we have firm transportation agreements in place for approximately 66,000 Mcf/day, which expire between 2020
and 2036. This includes the agreement for additional interstate pipeline capacity on the Tennessee Gas Pipeline from our
Marcellus producing region to downstream connections that became effective in August 2016. Under this agreement, we are
committed to a US$0.63/Mcf demand toll for 30,000 Mcf/day of natural gas until mid-2027, reducing to 15,000 Mcf/day for an
additional 9 years, with a total estimated transportation commitment of $122.4 million extending to 2036. We have also entered
into a binding contract for five years of firm transportation capacity for 30,000 Mcf/day on the PennEast pipeline project. This
project has been approved by the Federal Energy Regulatory Commission, however it is currently awaiting state level approvals
with an expected in-service date of 2019.
In Canada, we have various firm transportation agreements for approximately 3,200 BOE/day of our crude oil and natural gas
liquids production in 2018, decreasing to approximately 1,600 BOE/day on average from 2019 to 2027. We also have firm natural
gas transportation contracts in 2018 for approximately 69,000 Mcf/day. At December 31, 2017, we have firm natural gas liquids
fractionation contracts for 1,125 BOE/day through 2027.
Our Canadian office lease is committed to 2024 and our U.S. office lease expires in 2019. Annual costs of these lease
commitments include rent and operating fees. Our office lease commitments are shown net of sublease agreements, which we
entered into to reduce our obligations.
Our commitments and contingencies are more fully described in Note 15 to the Financial Statements.
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SELECTED ANNUAL CANADIAN AND U.S. FINANCIAL RESULTS
Year ended
December 31, 2017
(millions, except per unit amounts)

Year ended
December 31, 2016

Canada

U.S.

Total

Canada

U.S.

Total

10,779
1,193
46,228
19,677

26,156
2,665
217,278
65,034

36,935
3,858
263,506
84,711

13,089
1,408
79,057
27,673

25,264
3,495
220,157
65,452

38,353
4,903
299,214
93,125

(1)

Average Daily Production Volumes
Crude oil (bbls/day)
Natural gas liquids (bbls/day)
Natural gas (Mcf/day)
Total average daily production (BOE/day)
Pricing(2)
Crude oil (per bbl)
Natural gas liquids (per bbl)
Natural gas (per Mcf)
Capital Expenditures
Capital spending
Acquisitions
Divestments
Netback(3) Before Hedging
Oil and natural gas sales
Royalties
Production taxes
Cash operating expenses
Transportation costs
Netback before hedging
Other Expenses
Commodity derivative instruments loss/(gain)(4)
General and administrative expense(5)
Current income tax expense/(recovery)
(1)
(2)
(3)
(4)
(5)

$ 51.87
38.13
3.30
$

$

61.50
26.38
3.19

$

58.69
30.01
3.21

56.5 $
4.7
(56.6)

401.5
8.6
0.4

$

458.0 $
44.4 $
13.3
114.4
(56.2)
(281.0)

164.7 $
11.7
(389.4)

209.1
126.1
(670.4)

865.5 $ 1,141.8 $ 269.2 $
(171.8)
(221.1)
(35.8)
(51.0)
(54.3)
(2.5)
(115.6)
(197.7)
(135.7)
(98.0)
(111.3)
(14.0)
429.1 $ 557.4 $
81.2 $

612.9 $
(123.6)
(34.9)
(113.3)
(93.1)
248.0 $

882.1
(159.4)
(37.4)
(249.0)
(107.1)
329.2

— $
22.4
(1.7)

29.4
86.3
(2.4)

$ 276.3 $
(49.3)
(3.3)
(82.1)
(13.3)
$ 128.3 $

$

(14.3) $
48.9
(0.4)

— $
25.4
(47.6)

$

(14.3) $
74.3
(48.0)

39.91
27.52
2.20

$

29.4 $
63.9
(0.7)

47.39
10.36
2.00

$

44.84
15.29
2.06

Company interest volumes.
Before transportation costs, royalties and the effects of commodity derivative instruments.
See “Non-GAAP Measures” section in this MD&A.
Includes realized and unrealized gains and losses on commodity derivative instruments.
Includes share-based compensation.

THREE YEAR SUMMARY OF KEY MEASURES
($ millions, except per share amounts)

Oil and natural gas sales, net of royalties
Net income/(loss)
Per share (Basic)
Per share (Diluted)
Adjusted funds flow(1)
Cash dividends(2)
Per share (Basic)(2)
Total assets
Long-term debt, net of cash and restricted cash
(1)
(2)
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2017

$

920.7

2016

$

722.7

237.0
0.98
0.96

397.4
1.75
1.72

524.1
29.0
0.12
2,645.8
325.8

305.6
35.4
0.16
2,638.9
375.5

2015

$

884.4
(1,523.4)
(7.39)
(7.39)
493.1
132.0
0.64
2,581.2
1,216.2

See “Non-GAAP Measures” section of this MD&A.
Calculated based on dividends paid or payable. Cash dividends to shareholders per share may not correspond to actual dividends as a result of using the
annual weighted average shares outstanding.
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2017 versus 2016
Net oil and natural gas sales were $920.7 million in 2017 compared to $722.7 million in 2016 due to higher realized commodity
prices, offset by the impact of lower production volumes as a result of our asset divestments over that period.
We reported net income of $237.0 million in 2017 compared to $397.4 million in 2016. The decrease in 2017 was primarily due
to a $480.8 million decrease in gains being recorded on the divestment of assets during the period and a gain recorded in 2016
for $19.3 million related to the prepayment of senior notes. We also recorded a deferred tax expense of $129.9 million in 2017
compared to a deferred tax recovery of $234.8 million in 2016, due to higher net income before taxes and the impact of the U.S.
Tax Legislation on our U.S. deferred income tax assets.
Adjusted funds flow increased 71% to $524.1 million in 2017 from $305.6 million in 2016. The increase was mainly due to a
$198.0 million increase in net oil and gas natural gas sales, a $50.1 million AMT credit carryover refund, lower operating costs,
interest, and cash G&A expenses, offset by lower realized cash gains on commodity hedges.
2016 versus 2015
In 2016, net oil and natural gas sales and adjusted funds flow decreased compared to 2015, due to weak commodity price and
lower production volumes as a result of our non-core asset divestments and reduced capital spending. We reported net income
of $397.4 million in 2016 compared to a net loss of $1,523.4 million in 2015, primarily as a result of decreases in non-cash
impairment charges of $1,051.3 million and in DD&A of $179.2 million recorded on our crude oil and natural gas assets, and
non-cash gains of $578.5 million on asset divestments and the prepayment of senior notes.
QUARTERLY FINANCIAL INFORMATION

($ millions, except per share amounts)

2017
Fourth Quarter
Third Quarter
Second Quarter
First Quarter
Total 2017
2016
Fourth Quarter
Third Quarter
Second Quarter
First Quarter
Total 2016

Oil and
Natural Gas
Sales, Net of
Royalties

$

$
$

$

Net
Income/(Loss)

Net Income/(Loss) Per Share
Basic
Diluted

271.1
196.1
225.7
227.8
920.7

$
$

15.3
16.1
129.3
76.3
237.0

$
$

217.4
188.3
174.3
142.7
722.7

$

840.3
(100.7)
(168.5)
(173.7)
397.4

$

$

$

$

$

0.06
0.07
0.53
0.32
0.98

$
$

3.49
(0.42)
(0.77)
(0.84)
1.75

$

$

$

0.06
0.07
0.52
0.31
0.96
3.43
(0.42)
(0.77)
(0.84)
1.72

Oil and natural gas sales, net of royalties, increased in 2017 compared to 2016 due to an increase in realized commodity prices,
offset by a decrease in production due to non-core asset divestments. Net income for 2017 decreased to $237.0 million from
$397.4 million in 2016, due to lower gains recorded on asset divestments, along with an increase in deferred tax expense. Net
income was higher in the second quarter of 2017 due to a $78.4 million gain recorded on the divestment of certain Canadian
assets.
During 2016, the impact of weak commodity prices and lower production with non-core asset divestments, resulted in lower oil
and natural gas sales, net of royalties. The lower commodity price environment, combined with non-cash impairment charges
contributed to net losses in the first through third quarter of 2016. In the fourth quarter of 2016 a portion of our valuation
allowance was removed on our deferred income tax assets resulting in a significant deferred income tax recovery and net
income.
ENVIRONMENT
We strive to carry out our activities and operations in compliance with all applicable regulations and best industry practices. Our
operations are subject to laws and regulations concerning pollution, protection of the environment and the handling of hazardous
materials and waste. We set corporate targets and mandates to improve environmental performance and execute environmental
initiatives to become more energy efficient and to reduce, reuse and recycle water and minimize waste.
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We have a Safety and Social Responsibility Policy (“S&SR Policy”), which articulates our commitment to health and safety,
stakeholder engagement, environmental and regulatory compliance. Our Board of Directors and President & Chief Executive
Officer are ultimately accountable for ensuring compliance with the S&SR Policy. The Safety & Social Responsibility Committee
of our Board of Directors (the “S&SR Committee”) is responsible for overseeing our S&SR performance, ensuring there are
adequate systems in place to support ongoing compliance, and to plan and execute the Company’s activities in a safe and
socially responsible manner.
We have established processes and programs designed to evaluate and minimize health, safety, and environmental risks, and
strive for continuous improvement in our S&SR performance. We also actively participate in industry recognized programs that
support our sustainability goals.
The S&SR Policy articulates our commitment to protecting the health and safety of all persons and communities involved in, or
affected by, our business activities, and articulates our commitment to the environment. It states we endeavor to: (i) proactively
manage our impact on the environment and consider innovative improvement opportunities; (ii) work to reduce our environmental
impact in the areas in which we operate; (iii) improve our water and land use practices; (iv) limit the waste we generate; (v)
prevent and manage environmental releases; (vi) provide transparent disclosure; and (vii) provide resources and training to meet
our environmental commitments. Our commitment to building meaningful and transparent relationships, engaging with our
stakeholders, and adhering to responsible development of resources and regulatory compliance is also stated.
We intend to continue to improve energy efficiencies and proactively manage our greenhouse gas emissions in compliance with
applicable government regulations, including regulations enacted at the provincial, state, and federal levels in which we operate.
There are inherent risks of spills and pipeline leaks at our operating sites and clean-up costs may be significant. However, we
have active site inspection, corrosion risk management and asset integrity management programs to help minimize this risk. In
addition, we carry environmental insurance to help mitigate the cost of releases should they occur.
Some of our operations use hydraulic fracturing techniques, which involves the injection of pressurized fluids, sand, and small
amounts of additives into a well bore. Government and regulatory agencies continue to frame regulations related to this process.
We believe we are in compliance with all current government regulations and industry best practices in the U.S. and Canada.
The S&SR Committee regularly reviews health, safety, environmental and regulatory updates, and risks. At present, we believe
we are, and expect to continue to be, in compliance with all material applicable environmental laws and regulations and we have
included appropriate amounts in our capital expenditure budget to continue to meet our ongoing environmental obligations.
However, increased capital and operating costs may be incurred if regulations in Canada or the U.S. impose more stringent
compliance requirements.
Annually, we publish a Corporate Sustainability Report in accordance with the Global Reporting Initiative (GRI) international
standard. The report summarizes our environmental, safety, social responsibility and governance performance, and can be
found on our website at www.enerplus.com.
Overall, we strive to operate in a socially responsible manner and believe our health, safety and environmental initiatives and
performance confirm our ongoing commitment to environmental stewardship and the health and safety of our employees,
contractors, and the public in the communities in which we operate.
CRITICAL ACCOUNTING ESTIMATES
The preparation of financial statements in accordance with U.S. GAAP requires management to make certain judgments and
estimates. Due to the timing of when activities occur compared to the reporting of those activities, management must estimate
and accrue operating results and capital spending. Changes in these judgments and estimates could have a material impact on
our financial results and financial condition.
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Oil and Natural Gas Properties and Reserves
Enerplus follows the full cost method of accounting for oil and natural gas properties. The process of estimating reserves is
critical in determining several accounting estimates including the Company’s depletion, ceiling test, valuation allowance and gain
or loss calculations. Estimating reserves requires significant judgments based on available geological, geophysical, engineering
and economic data. These estimates may change substantially as data from ongoing development and production activities
becomes available, and as economic conditions impacting oil and natural gas prices, operating costs and royalty burdens
change. Reserves estimates impact net income through depletion, the determination of asset retirement obligation and the
application of impairment tests. Revisions or changes in reserves estimates can have either a positive or a negative impact on
net income.
Asset Impairment
Ceiling Test
Under the full cost method of accounting for Property, Plant and Equipment, we are subject to quarterly calculations of a ceiling
or limitation on the amount of our oil and natural gas properties that can be capitalized on our balance sheet by cost centre. If
the net capitalized costs of our oil and natural gas properties exceed the cost centre ceiling, we are subject to a ceiling test
write-down to the extent of such excess. These write-downs reduce net income and impact shareholders’ equity in the period of
occurrence and result in lower depletion expense in future periods. The volume and discounted present value of our proved
reserves is a major component of the ceiling calculation and represents the component that requires the most subjective
judgments. However, the associated prices of oil and natural gas that are used to calculate the discounted present value of the
reserves do not require judgment. The ceiling calculation dictates that we use the unweighted arithmetic average price of oil and
natural gas as of the first day of each month for the 12-month period ending at the balance sheet date. If average oil and natural
gas prices decline, or if we have downward revisions to our estimated proved reserves, it is possible that further write-downs of
our oil and natural gas properties could occur in the future. Under U.S. GAAP impairments are not reversed in future periods.
Goodwill
Goodwill, which represents the excess of purchase price over fair value of net assets acquired, is assessed for impairment at
least annually at December 31. Goodwill and all other assets and liabilities are allocated to reporting units. To assess impairment,
the carrying amount of each reporting unit is determined and compared to the fair value of the reporting unit. If the carrying
amount of the reporting unit is higher than its related fair value then goodwill is written down to the reporting unit’s implied fair
value of goodwill. The fair value used in the impairment test is based on estimates of discounted future cash flows which involve
assumptions of natural gas and liquids reserves, including commodity prices, future costs and discount rates.
Income Taxes
Management makes certain estimates in calculating deferred tax assets and liabilities, as well as income tax expense. These
estimates often involve judgment regarding differences in the timing and recognition of revenue and expense for tax and financial
reporting purposes as well as the tax basis of our assets and liabilities at the balance sheet date before tax returns are completed.
Additionally, we must assess the likelihood we will be able to recover or utilize our deferred tax assets. We must record a
valuation allowance against a deferred tax asset where all or a portion of that asset is not expected to be realized. In evaluating
whether a valuation allowance should be applied, we consider evidence such as future taxable income, among other factors,
both positive and negative. This determination involves numerous judgments and assumptions and includes estimating factors
such as commodity prices, production and other operating conditions. If any of those factors, assumptions or judgments change,
the deferred tax asset could change, and in particular decrease in a period where we determine it is more likely than not that the
asset will not be realized. Alternatively, a valuation allowance may be reversed where it is determined it is more likely than not
that the asset will be realized.
Asset Retirement Obligation
Management calculates the asset retirement obligation based on estimated costs to abandon and reclaim its net ownership
interest in all wells and facilities and the estimated timing of the costs to be incurred in future periods. The fair value estimate is
capitalized to PP&E as part of the cost of the related asset and depleted over its useful life. There are uncertainties related to
asset retirement obligations and the impact on the financial statements could be material as the eventual timing and costs for
the obligations could differ from our estimates. Factors that could cause our estimates to differ include any changes to laws or
regulations, reserves estimates, costs and technology.
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Business Combinations
Management makes various assumptions in determining the fair value of any acquired company’s assets and liabilities in a
business combination. The most significant assumptions and judgments made relate to the estimation of the fair value of the oil
and gas properties. To determine the fair value of these properties, we, and independent evaluators, estimate oil and gas
reserves and future prices of crude oil and natural gas.
Derivative Financial Instruments
We utilize derivative financial instruments to manage our exposure to market risks relating to commodity prices, foreign currency
exchange rates and interest rates. Fair values of derivative contracts fluctuate depending on the underlying estimate of future
commodity prices, foreign currency exchange rates, interest rates and counterparty credit risk.
RECENT U.S. GAAP ACCOUNTING AND RELATED PRONOUNCEMENTS
Refer to Note 2(o) in our Financial Statements for a detailed listing of Standards and Interpretations that were issued but not yet
effective at December 31, 2017.
RISK FACTORS AND RISK MANAGEMENT
Commodity Price Risk
Our operating results and financial condition are dependent on the prices we receive for our crude oil, natural gas liquids, and
natural gas production. These prices have fluctuated widely in response to a variety of factors including global and domestic
supply and demand of crude oil, natural gas and natural gas liquids, economic conditions including currency fluctuations, weather
conditions, the level of consumer demand, the ability to export oil and liquefied natural gas and natural gas liquids from North
America and the supply and price of imported oil and liquefied natural gas, the production and storage levels of North American
crude oil, natural gas and natural gas liquids, political stability, transportation facilities, availability of processing, fractionation
and refining facilities, the effect of world-wide energy conservation and greenhouse gas reduction measures, the price and
availability of alternative fuels and existing and proposed changes to government regulations.
A future decline in crude oil or natural gas prices may have a material adverse effect on our operations and cash flows, financial
condition, borrowing ability, levels of reserves and resources and the level of expenditures for the development of our oil and
natural gas reserves or resources. Certain oil or natural gas wells may become or remain uneconomic to produce if commodity
prices are low, thereby impacting our production volumes, or our desire to market our production in unsatisfactory market
conditions. Furthermore, we may be subject to the decisions of third party operators who, independently and using different
economic parameters, may decide to curtail or shut-in jointly owned production.
We may use financial derivative instruments and other hedging mechanisms to help limit the adverse effects of natural gas,
natural gas liquids and crude oil price volatility. However, we do not hedge all of our production and expect there will always be
a portion that remains unhedged. Furthermore, we may use financial derivative instruments that offer only limited protection
within selected price ranges. To the extent price exposure is hedged, we may forego the benefits that would otherwise be
experienced if commodity prices increase. At February 20, 2018, approximately 65% of our 2018 forecasted crude oil production,
net of royalties, and 20% of our 2018 forecasted natural gas production, net of royalties, are hedged at price levels disclosed in
the “Price Risk Management” section above. For 2019 we have also hedged approximately 61%, of our forecasted 2018 crude
oil production, net of royalties. Refer to the “Price Risk Management” section for further details on our price risk management
program.
Risk of Increased Capital or Operating Costs
Higher capital or operating costs associated with our operations will directly impact our capital efficiencies and cash flow. Capital
costs of completions, specifically the costs of proppant, and operating costs such as electricity, chemicals, supplies, energy
services and labour costs, are a few of the costs that are susceptible to material fluctuation. Although we have a portion of our
2018 capital and operating costs protected with existing agreements and contract reopeners, changing regulatory conditions,
such as those in the U.S. requiring that certain raw materials be sourced from the U.S., may result in higher than expected
supply costs.
Risk of Curtailed or Shut-in Production
Should we be required to curtail or shut-in production as a result of low commodity prices, environmental regulation or third party
operational practices, it could result in a reduction to cash flow and production levels, and may result in additional operating and
capital costs for the well to achieve prior production levels. In addition, curtailments or shut-ins may cause damage to the
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reservoir and may prevent us from achieving production and operating levels that were in place prior to the curtailment or
shutting-in of the reservoir. With regard to curtailment, although regional pipeline capacity has increased over the past several
years, sales gas infrastructure capacity in northeastern Pennsylvania remains constrained relative to the amount of natural gas
that can be produced. Combined with the ongoing volatility in natural gas prices, this may result in continued discounted prices
and an ongoing risk of price-related production curtailments.
Regulatory Risk and Greenhouse Gas Emissions
Government royalties, environmental laws and regulatory requirements can have a significant financial and operational impact
on us. As an oil and gas producer, we operate under federal, provincial, state and municipal legislation and regulation that govern
such matters as royalties, land tenure, prices, production rates, various environmental protection controls, well and facility design
and operation, income taxes, and the exportation of crude oil, natural gas and other products. We may be required to apply for
regulatory approvals in the ordinary course of business. To the extent that we fail to comply with applicable government
regulations or regulatory approvals, we may be subject to compliance and enforcement actions that are either remedial or
punitive to deter future noncompliance. Such actions include fines or fees, notices of noncompliance, warnings, orders,
curtailment, administrative sanctions, and prosecution.
Government regulations may be changed from time to time in response to economic or political conditions, including the election
of new state, provincial or federal leaders. Additionally, our entry into new jurisdictions or adoption of new technology may attract
additional regulatory oversight which could result in higher costs or require changes to proposed operations. Canadian and
U.S. governments have enhanced their oversight and reporting obligations associated with fracturing procedures and increased
their scrutiny of the usage and disposal of chemicals and water used in fracturing procedures. Additionally, various levels of
Canadian and U.S. governments are considering or have implemented legislation to reduce emissions of greenhouse gases,
including volatile organic compounds (“VOC”), and methane gas emissions.
The exercise of discretion by governmental authorities under existing regulations, the implementation of new regulations or the
modification of existing regulations could negatively impact the development of oil and gas properties and assets, reduce
demand for crude oil and natural gas or impose increased costs on oil and gas companies including taxes, fees or other penalties.
Although we have no control over these regulatory risks, we continuously monitor changes in these areas by participating in
industry organizations, conferences, exchanging information with third party experts and employing qualified individuals to
assess the impact of such changes on our financial and operating results. Accordingly, while we continue to prepare to meet the
potential requirements at each of the provincial, state and federal levels, the actual cost impact and its materiality to our business
remains uncertain.
Access to Field Services
Our ability to drill, complete and tie-in wells in a timely manner may be impacted by our access to service providers and supplies.
Activity levels in each area may limit our access to these resources, restricting our ability to execute our capital plans in a timely
manner. In addition, field service costs are influenced by market conditions and therefore can become cost prohibitive.
Although we have entered into service contracts for a portion of field services that will secure some of our drilling and fracturing
services through 2018, access to field services and supplies in other areas of our business will continue to be subject to market
availability.
Access to Transportation and Processing Capacity
Market access for crude oil, natural gas liquids and natural gas production in Canada and the U.S. is dependent on our ability,
and the ability of our buyers as applicable, to obtain transportation capacity on third party pipelines and rail as well as access to
processing facilities. As production increases in prolific resource plays such as the North Dakota Bakken and the Marcellus shale
gas, it is possible production may exceed the existing capacity of the gathering, pipeline, processing or rail infrastructure. While
third party pipelines, processors and independent rail operators generally expand capacity to meet market needs, there can be
differences in timing between the growth of production and the growth of capacity. There are occasionally operational reasons
for curtailing transportation and processing capacity. Accordingly, there can be periods where transportation and processing
capacity is insufficient to accommodate all the production from a given region, causing added expense and/or volume
curtailments for all shippers. Our assets are concentrated in specific regions with varying levels of government that could limit
or ban the shipping of commodities by truck, pipeline or rail. Special interest groups could also oppose infrastructure
development and/or expansion resulting in a delay or even the cancellation of the required infrastructure, further impeding our
ability to produce and market our products. Additionally, the transportation of crude oil by rail has been under closer scrutiny by
government regulatory agencies in Canada and the U.S. over the past few years. As a result, transporting crude oil by rail may
carry a higher cost versus traditional pipeline infrastructure or other means of transporting production. There is a risk that access
to rail transport may be constrained, depending upon any changes made to existing rail transport regulations.
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We continuously monitor this risk for both the short and longer term through dialogue and review with the third party pipelines
and other market participants. Where available and commercially appropriate, given the production profile and commodity, we
attempt to mitigate transportation and processing risk by contracting for firm pipeline or processing capacity or using other means
of transportation, including trucking or selling to third parties that have access to capacity.
Oil and Gas Reserves and Resources Risk
The value of our company is based on, among other things, the underlying value of our oil and gas reserves and resources.
Geological and operational risks along with product price forecasts can affect the quantity and quality of reserves and resources
and the cost of ultimately recovering those reserves and resources. Lower crude oil, natural gas liquids, and natural gas prices
along with lower development capital spending associated with certain projects may increase the risk of write-downs for our oil
and gas property investments. Changes in reporting methodology as well as regulatory practices can result in reserves or
resources write-downs.
Each year, independent reserves engineers evaluate the majority of our proved and probable reserves as well as evaluate or
audit the resources attributable to a significant portion of our undeveloped land. All reserves information, including our
U.S. reserves, has been prepared in accordance with NI 51-101 standards. For U.S. GAAP accounting purposes, our proved
reserves are estimated to be technically the same as our proved reserves prepared under NI 51-101 and have been adjusted
for the effects of SEC constant prices. Independent reserves evaluations have been conducted on approximately 92% of the
total proved plus probable net present value (discounted at 10% and using NI 51-101 standards) of our reserves at
December 31, 2017. McDaniel & Associates Consultants Ltd. (“McDaniel”) evaluated 59% of our Canadian reserves and
reviewed the internal evaluation completed by Enerplus on the remaining portion. McDaniel also evaluated 100% of the reserves
associated with our U.S. tight oil assets. Netherland, Sewell & Associates, Inc. (“NSAI”) evaluated 100% of our U.S. Marcellus
shale gas assets.
The evaluations of best estimate development pending contingent resources associated with a portion of our Canadian
waterflood properties and our Fort Berthold assets were conducted by Enerplus’ qualified reserves evaluators and audited by
McDaniel. NSAI evaluated our Marcellus shale gas best estimate development pending contingent resources.
The Reserves Committee of the Board of Directors and the Board of Directors has reviewed and approved the reserves and
resources reports of the independent evaluators.
Production Replacement Risk
Oil and natural gas reserves naturally deplete as they are produced over time. Our ability to replace production depends on our
success in acquiring new land, reserves and/or resources and developing existing reserves and resources. Acquisitions of oil
and gas assets will depend on our assessment of value at the time of acquisition and ability to secure the acquisitions generally
through a competitive bid process.
Acquisitions and our development capital program are subject to investment guidelines, due diligence and review. Major
acquisitions and our annual capital development budget are approved by the Board of Directors and where appropriate,
independent reserve engineer evaluations are obtained.
Ability to Divest Properties
Recent regulatory changes in Alberta and Saskatchewan have increased the minimum corporate liability rating required of
purchasers of crude oil and natural gas properties. As a result, the potential number of parties able to acquire our non-core
assets has been reduced, we may not be able to obtain full value for such assets, or transactions may involve greater risk and
complexity.
Anticipated Benefits of Acquisitions or Divestments
From time to time, we may acquire additional crude oil and natural gas properties and related assets. Achieving the anticipated
benefits of such acquisitions will depend in part on successfully consolidating functions and integrating operations, procedures,
and personnel in a timely and efficient manner, as well as our ability to realize the anticipated growth opportunities from
combining and integrating the acquired assets and properties into our existing business. These activities will require the
dedication of substantial management effort, time, capital, and other resources, which may divert management's focus, capital
and other resources from other strategic opportunities and operational matters during this process. The risk factors specified in
this MD&A relating to the crude oil and natural gas business and our operations, reserves and resources apply equally to future
properties or assets that we may acquire. We generally conduct due diligence in connection with acquisitions, but there is no
assurance that we will identify all the potential risks and liabilities related to such properties.
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When acquiring assets, we are subject to inherent risks associated with predicting the future performance of those assets. We
may make certain estimates and assumptions respecting the characteristics of the assets we acquire, that may not be realized
over time. As such, assets acquired may not possess the value we attribute to them, which could adversely impact our future
cash flows. To the extent that we make acquisitions with higher growth potential, the higher risks often associated may result in
increased chances that actual results may vary from our initial estimates. An initial assessment of an acquisition may be based
on a report by engineers or firms of engineers that have different evaluation methods, approaches, and assumptions than those
of our engineers, and these initial assessments may differ significantly from our subsequent assessments.
Certain acquisitions, and in particular acquisitions of higher risk/higher growth assets and the development of those acquired
assets, may require capital expenditures and we may not receive cash flow from operations from these acquisitions for several
years, or in amounts less than anticipated. Accordingly, the timing and amount of capital expenditures may adversely affect our
cash flow.
We may also seek to divest of properties and assets from time to time. These divestments may consist of non-core properties
or assets, or may consist of assets or properties that are being monetized to fund alternative projects or development or debt
repayments. There can be no assurance that we will be successful, that we will realize the amount of desired proceeds, or that
such divestments will be viewed positively by the financial markets. Divestments may negatively affect our results of operations
or the trading price of our common shares. In addition, although divestments typically transfer future obligations to the buyer, we
may not be exempt from certain future obligations, including abandonment, reclamation, and/or remediation if applicable, which
may have an adverse effect on our operations and financial condition.
Access to Capital Markets
Our access to capital has allowed us to fund a portion of our acquisitions and development capital program through issuance of
equity and debt in past years. Continued access to capital is dependent on our ability to optimize our existing assets and to
demonstrate the advantages of the acquisition or development program that we are financing at the time, as well as investors’
view of the oil and gas industry overall. We may not be able to access the capital markets in the future on terms favorable to us,
or at all. Our continued access to capital markets is dependent on corporate performance and investor perception of future
performance (both corporately and for the oil and gas sector in general).
We are required to assess our “foreign private issuer” status under U.S. securities laws on an annual basis. If we were to lose
our status as a “foreign private issuer” under U.S. securities laws, we may have restricted access to capital markets for a period
of time until the required approvals are in place from the SEC.
Risk of Public Opposition and Activism
The oil and natural gas industry elicits concerns over climate change, as well as general public opposition to the industry. As a
result, industry participants such as Enerplus may be subject to increased public activism, as well as extensive environmental
regulation. Activist activity may result in increased costs due to delays or damage.
The expansion of our business activities, both geographically and with a focus on exploration, may draw increased attention
from shareholder activists who oppose our strategy, which could have an adverse effect on market value. Our ongoing
participation in the Canadian and U.S. capital markets may expose us to greater risk of class action lawsuits related to securities
law, title, contractual and environmental matters.
Health, Safety and Environmental Risk
Health, safety and environmental risks impact our workforce and operating costs and result in the enhancement of our business
practices and standards. There may be risks associated with hydraulic fracturing or produced water disposal including the risk
of induced seismicity with the injection of fluid into any reservoir. We expect regulatory frameworks will be amended or continue
to emerge in this regard. Although Enerplus proactively mitigates perceived risks involved in the hydraulic fracturing process,
increased capital and operating costs may be incurred if regulations in Canada or the U.S. impose more stringent compliance
requirements surrounding hydraulic fracturing. The impact of such changes on our business could increase our cost of
compliance and the risk of litigation and environmental liability.
We have an S&SR department that develops standards and systems to manage health, safety and environmental risks, and
regulatory compliance. The S&SR Committee of our Board of Directors is responsible for overseeing the organization’s health,
safety and environmental performance and ensuring there are adequate systems in place to support ongoing compliance, and
to plan and execute activities in a safe and socially responsible manner. We have insurance to cover a portion of our property
losses, liability and business interruption. At present, we believe we are, and expect to continue to be, in compliance with all
material applicable environmental laws and regulations and have included appropriate amounts in our capital expenditure budget
to continue to meet our ongoing environmental obligations.
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Changes in Income Tax and Other Laws
Income tax, other laws or government incentive programs relating to the oil and gas industry may be changed in a manner that
adversely affects us or our security holders. Canadian, U.S. and foreign tax authorities may interpret applicable tax laws, tax
treaties or administrative positions differently than we do or may disagree with how we calculate our income for tax purposes in
a manner which is detrimental to us and our security holders.
We monitor developments with respect to pending legal changes and work with the industry and professional groups to ensure
that our concerns with any changes are made known to various government agencies. We obtain confirmation from independent
legal counsel and advisors with respect to the interpretation and reporting of material transactions.
Risk of Impairment of Oil and Gas Properties, Deferred Tax Assets and Goodwill
Under U.S. GAAP, the net capitalized cost of oil and gas properties, net of deferred income taxes, is limited to the present value
of after-tax future net revenue from proved reserves, discounted at 10%, and based on the unweighted average of the closing
prices for the applicable commodity on the first day of the twelve months preceding the issuer’s reporting date. The amount by
which the net capitalized costs exceed the discounted value will be charged to net income.
Under U.S. GAAP, the net deferred tax asset is limited to the estimate of future taxable income resulting from existing properties.
We estimate future taxable income based on before-tax future net revenue from proved plus probable reserves, undiscounted,
using forecast prices, and adjusted for other significant items affecting taxable income. The amount by which the gross deferred
tax assets exceed the estimate of future taxable income will be charged to net income, however these amounts can be reversed
in future periods if future taxable income increases.
Goodwill impairment testing is performed on an annual basis or more frequently if events or changes in circumstances indicate
that goodwill may be impaired. We perform a qualitative assessment by evaluating potential indicators of impairment, and if it is
more likely than not that the fair value of the reporting unit is less than its carrying value, quantitative impairment tests are
performed. If the carrying value of the reporting unit exceeds its fair value, goodwill is written down to its implied fair value with
an offsetting charge to net income.
Commodity prices improved in 2017 and no impairment was recorded on our crude oil and natural gas assets, compared to a
non-cash impairment of $301.2 million in 2016. With the improvement in commodity prices, we removed our remaining noncapital valuation allowance on our deferred tax asset in 2017 due to higher projected future taxable income in Canada and the
U.S. We recorded no goodwill impairments in 2017 and 2016. There is a risk of impairment on our oil and gas properties, deferred
tax asset and goodwill if commodity prices weaken, costs increase, or if there is a downward revision to reserves. Please refer
to the “Impairments” and “Income Taxes” sections of the MD&A and Notes 5 and 12 of the Financial Statements for further
details.
Foreign Currency Exposure
We have exposure to fluctuations in foreign currency as most of our senior notes are denominated in U.S. dollars. Our
U.S. operations are directly exposed to fluctuations in the U.S. dollar when translated to our Canadian dollar denominated
financial statements. We also have indirect exposure to fluctuations in foreign currency as our crude oil sales and a portion of
our natural gas sales are based on U.S. dollar indices. Our oil and gas revenues are positively impacted when the Canadian
dollar weakens relative to the U.S. dollar. However, our U.S. capital spending, transportation and operating costs, interest
expense and debt repayments are negatively impacted with a weak Canadian dollar.
Currently, we do not have any foreign exchange contracts in place to hedge our foreign exchange exposure. However, we
continue to monitor fluctuations in foreign exchange and the impact on our operations.
Title Defects or Litigation
Unforeseen title defects or litigation may result in a loss of entitlement to production, reserves and resources.
Although we conduct title reviews prior to the purchase of assets these reviews do not guarantee that an unforeseen defect in
the chain of title will not arise. We maintain good working relationships with our industry partners; however, disputes may arise
from time to time with respect to ownership of rights of certain properties or resources.
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Cyber Security Risks
We are subject to a variety of information technology and system risks as part of our normal course operations, including potential
breakdown, invasion, virus, cyber-attack, cyber-fraud, security breach and destruction or interruption of our information
technology systems by third parties or insiders. Although we have security measures and controls in place that are designed to
mitigate these risks, a breach of our security and/or a loss of information could occur and result in a loss of material and
confidential information, reputation damage, a breach in privacy laws and disruption to business activities. The significance of
any such event is difficult to quantify, but may be material in certain circumstances and could have a material effect on our
business, financial condition and results of operations.
Counterparty and Joint Venture Credit Exposure
We are subject to the risk that the counterparties to our risk management contracts, marketing arrangements and operating
agreements and other suppliers of products and services may default on their obligations under such agreements as a result of
liquidity requirements or insolvency. Low oil and natural gas prices increase the risk of bad debts related to our joint venture and
industry partners. A failure of our counterparties to perform their financial or operational obligations may adversely affect our
operations and financial position. In addition to the usual delays in payment by purchasers of crude oil and natural gas, payments
may also be delayed by, among other things: (i) capital or liquidity constraints experienced by our counterparties, including
restrictions imposed by lenders; (ii) accounting delays or adjustments for prior periods; (iii) delays in the sale or delivery of
products or delays in the connection of wells to a gathering system; (iv) weather related delays, such as freeze-offs, flooding
and premature thawing; (v) blow-outs or other accidents; or (vi) recovery by the operator of expenses incurred in the operation
of the properties or the establishment by the operator of reserves for these expenses. Any of these delays could reduce the
amount of our cash flow and the payment of cash dividends to our shareholders in a given period and expose us to additional
third party credit risks.
A credit review process is in place to assess and monitor our counterparties’ credit worthiness on a regular basis. This includes
reviewing and ratifying our corporate credit guidelines, assessing the credit ratings of our counterparties and setting exposure
limits. When warranted we attempt to obtain financial assurances such as letters of credit, parental guarantees, or third party
insurance to mitigate our counterparty risk. In addition, we monitor our receivables against a watch list of publicly traded
companies that have high debt-to-cash flow ratios or fully drawn bank facilities and, where possible, take our production in kind
rather than relying on third party operators. In certain instances, we may be able to aggregate all amounts owing to each other
and settle with a single net amount.
See the “Liquidity and Capital Resources” section for further information.
Debt covenants may be exceeded with no ability to negotiate covenant relief
Declines in oil and natural gas prices may result in a significant reduction in earnings or cash flow, which could lead us to
increase drawn amounts under the bank credit facility to carry out our operations and fulfill our obligations. Significant reductions
to cash flow, significant increases in drawn amounts under the bank credit facility or significant reductions to proved reserves
may result in a breach of our debt covenants. If a breach occurs, there is a risk that we may not be able to negotiate covenant
relief with one or more of our lenders. Failure to comply with debt covenants or negotiate relief may result in our indebtedness
under the bank credit facility and senior note agreements becoming immediately due and payable, which may have a material
adverse effect on our operations and financial condition.
Our most restrictive debt covenant is a maximum senior debt to adjusted EBITDA ratio of 3.5x for a period of up to six months,
after which it drops to 3.0x. At December 31, 2017, our senior debt to adjusted EBITDA ratio was 1.2x. We routinely review our
compliance with covenants based on actual and forecasted results, and have the ability to adjust our capital spending levels and
dividends or pursue asset divestments and equity issuances to comply with our covenants.
See the “Liquidity and Capital Resources” section for further information.
Interest Rate Exposure
Movements in interest rates and credit markets may affect our borrowing costs and value of investments such as our shares as
well as other equity investments.
Currently, we do not have any floating interest rate debt. At December 31, 2017, we were undrawn on our $800 million bank
credit facility, and our debt consisted of fixed interest rate senior notes.
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ADJUSTED FUNDS FLOW SENSITIVITY
The sensitivities below reflect all commodity contracts listed in Note 14 to the Financial Statements and are based on 2018
guidance price levels. To the extent crude oil and natural gas prices change significantly from current levels, the sensitivities will
no longer be relevant.
Estimated Effect on
2018 Adjusted Funds Flow
per Share(1)

Sensitivity Table

Change of US$0.50 per Mcf in the price of NYMEX natural gas (2)
Change of US$5.00 per barrel in the price of WTI crude oil(2)
Change of 1,000 BOE/day in production
Change of $0.01 in the US/CDN exchange rate
Change of 1% in interest rate(3)
(1)
(2)
(3)

$
$
$
$
$

0.19
0.19
0.03
0.02
nil

Assumes 242.1 million weighted average shares outstanding.
Includes the impact of commodity derivative instruments.
There is no impact to adjusted funds flow for an increase in interest rates, as Enerplus is currently undrawn on its floating interest rate bank credit facility and
all outstanding senior notes are based on fixed interest rates.

2018 GUIDANCE
A summary of our previously released 2018 guidance is below.
Summary of 2018 Expectations

Target

Capital spending
Average annual production
Average annual crude oil and natural gas liquids production
Average royalty and production tax rate (% of gross sales, before transportation)
Operating expenses
Transportation costs
Cash G&A expenses

$535 - $585 million
86,000 – 91,000 BOE/day
46,000 – 50,000 bbls/day
25%
$7.00/BOE
$3.60/BOE
$1.65/BOE

2018 Differential/Basis Outlook(1)

Target

U.S. Bakken crude oil differential (compared to WTI crude oil)
Marcellus natural gas sales price differential (compared to NYMEX natural gas)

US$(2.50)/bbl
US$(0.40)/Mcf

(1)

Excluding transportation costs.

NON-GAAP MEASURES
The Company utilizes the following terms for measurement within the MD&A that do not have a standardized meaning or
definition as prescribed by U.S. GAAP and therefore may not be comparable with the calculation of similar measures by
other entities:
“Netback” is used by Enerplus and is useful to investors and securities analysts in evaluating operating performance of our
crude oil and natural gas assets. The term netback is calculated as oil and natural gas sales less royalties, production taxes,
cash operating expenses and transportation costs.
Calculation of Netback
($ millions)

Oil and natural gas sales, net of royalties
Less:
Production taxes
Cash operating expenses(1)
Transportation costs
Netback before hedging
Cash gains/(losses) on derivative instruments
Netback after hedging
(1)
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Year ended December 31,
2017
2016

$

$
$

920.7
(54.3)
(197.7)
(111.3)
557.4
8.6
566.0

$

$
$

722.7
(37.4)
(249.0)
(107.1)
329.2
80.3
409.5

$

$
$

2015

884.4
(50.9)
(340.1)
(114.7)
378.7
287.7
666.4

Operating costs adjusted to exclude non-cash gains on fixed price electricity swaps of $0.6 million in 2017, gains of $1.1 million in 2016 and losses of
$0.4 million in 2015.
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“Adjusted funds flow” is used by Enerplus and is useful to investors and securities analysts in analyzing operating
performance, leverage and liquidity. Adjusted funds flow is calculated as net cash from operating activities before asset
retirement obligation expenditures and changes in non-cash operating working capital.
Reconciliation of Cash Flow from Operating Activities to Adjusted Funds Flow
($ millions)

Cash flow from operating activities
Asset retirement obligation expenditures
Changes in non-cash operating working capital
Adjusted funds flow

Year ended December 31,
2017
2016

$
$

476.2
12.9
35.0
524.1

$
$

312.3
8.4
(15.1)
305.6

2015

$
$

465.3
14.9
12.9
493.1

“Net debt to adjusted funds flow ratio” is used by Enerplus and is useful to investors and securities analysts in analyzing
leverage and liquidity. The net debt to adjusted funds flow ratio is calculated as total debt net of cash, including restricted cash,
divided by a trailing 12 months of adjusted funds flow. This measure is not equivalent to debt to earnings before interest, taxes,
depreciation, amortization, impairment and other non-cash charges (“adjusted EBITDA”) and is not a debt covenant.
“Adjusted payout ratio” is used by Enerplus and is useful to investors and securities analysts in analyzing operating
performance, leverage and liquidity. We calculate our adjusted payout ratio as cash dividends plus capital and office
expenditures divided by adjusted funds flow.
Calculation of Adjusted Payout Ratio
($ millions)

Cash dividends
Capital and office expenditures
Sub-total
Adjusted funds flow
Adjusted payout ratio (%)

Year ended December 31,
2017
2016

$
$
$

29.0
460.7
489.7
524.1
93%

$
$
$

35.4
210.6
246.0
305.6
80%

$
$
$

2015

132.0
497.9
629.9
493.1
128%

“Adjusted EBITDA” is used by Enerplus and its lenders to determine compliance with financial covenants under its bank credit
facility and outstanding senior notes.
Reconciliation of Net Income to Adjusted EBITDA(1)
($ millions)

Net income/(loss)
Add:
Interest
Current and deferred tax expense/(recovery)
DD&A and asset impairment
Other non-cash charges(2)
Sub-total
Adjustment for material acquisitions and divestments(3)
Adjusted EBITDA
(1)
(2)
(3)

December 31, 2017

$

$
$

237.0
38.7
82.0
250.8
(26.2)
582.3
(12.3)
570.0

Adjusted EBITDA is calculated based on the trailing four quarters.
Includes the change in fair value of commodity derivatives, fixed price electricity swaps and equity swaps, non-cash SBC, and unrealized foreign exchange
gains/losses.
EBITDA is adjusted for material acquisitions or divestments during the period with net proceeds greater than $50 million as if that acquisition or divestment
had been made at the beginning of the period.

In addition, the Company uses certain financial measures within the “Overview” and “Liquidity and Capital Resources” sections
of this MD&A that do not have a standardized meaning or definition as prescribed by U.S. GAAP and, therefore, may not be
comparable with the calculation of similar measures by other entities. Such measures include “debt net of cash”, “senior debt
to adjusted EBITDA”, “total debt to adjusted EBITDA”, “total debt to capitalization”, “maximum debt to consolidated present
value of total proved reserves” and “adjusted EBITDA to interest” and are used to determine the Company’s compliance with
financial covenants under its bank credit facility and outstanding senior notes. Calculation of such terms is described under the
“Liquidity and Capital Resources” section of this MD&A.
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INTERNAL CONTROLS AND PROCEDURES
Our Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of our disclosure controls and
procedures and internal controls over financial reporting as defined in Rule 13a – 15 under the U.S. Securities Exchange Act of
1934 and as defined in Canada under National Instrument 52-109, Certification of Disclosure in Issuers’ Annual and Interim
Filings. Based on that evaluation, the Chief Executive Officer and Chief Financial Officer of Enerplus Corporation have concluded
that, as at December 31, 2017, our disclosure controls and procedures and internal control over financial reporting were
effective. There were no changes in our internal control over financial reporting during the period beginning on January 1, 2017
and ended December 31, 2017 that have materially affected, or are reasonably likely to materially affect, our internal control
over financial reporting.
ADDITIONAL INFORMATION
Additional information relating to Enerplus, including our current Annual Information Form, is available under our profile on the
SEDAR website at www.sedar.com, on the EDGAR website at www.sec.gov and at www.enerplus.com.
This MD&A contains certain forward-looking information and statements ("forward-looking information") within the meaning of
applicable securities laws. The use of any of the words "expect", "anticipate", "continue", "estimate", “guidance”, "ongoing",
"may", "will", "project", "plans", “budget”, "strategy" and similar expressions are intended to identify forward-looking information.
In particular, but without limiting the foregoing, this MD&A contains forward-looking information pertaining to the following:
expected 2018 average production volumes and the anticipated production mix; the proportion of our anticipated oil and gas
production that is hedged and the effectiveness of such hedges in protecting our adjusted funds flow; the results from our drilling
program and the timing of related production; oil and natural gas prices and differentials and our commodity risk management
program in 2018 and in the future; expectations regarding our realized oil and natural gas prices; future royalty rates on our
production and future production taxes; anticipated cash G&A, share-based compensation and financing expenses; operating
and transportation costs; capital spending levels in 2018 and impact thereof on our production levels and land holdings; potential
future asset and goodwill impairments, as well as relevant factors that may affect such impairments; the amount of our future
abandonment and reclamation costs and asset retirement obligations; future environmental expenses; our future royalty and
production and U.S. cash taxes; deferred income taxes, our tax pools and the time at which we may pay Canadian cash taxes;
future debt and working capital levels and net debt to adjusted funds flow ratio and adjusted payout ratio, financial capacity,
liquidity and capital resources to fund capital spending and working capital requirements; expectations regarding our ability to
comply with debt covenants under our bank credit facility and outstanding senior notes and to negotiate relief if required; our
future acquisitions and dispositions, expecting timing thereof and use of proceeds therefrom; and the amount of future cash
dividends that we may pay to our shareholders.
The forward-looking information contained in this MD&A reflects several material factors and expectations and assumptions of
Enerplus including, without limitation: that we will conduct our operations and achieve results of operations as anticipated; that
our development plans will achieve the expected results; that lack of adequate infrastructure will not result in curtailment of
production and/or reduced realized prices; current commodity price, differentials and cost assumptions; the general continuance
of current or, where applicable, assumed industry conditions; the continuation of assumed tax, royalty and regulatory regimes;
the accuracy of the estimates of our reserve and contingent resource volumes; the continued availability of adequate debt and/or
equity financing and adjusted funds flow to fund our capital, operating and working capital requirements, and dividend payments
as needed; the continued availability and sufficiency of our adjusted funds flow and availability under our bank credit facility to
fund our working capital deficiency; our ability to negotiate debt covenant relief under our bank credit facility and outstanding
senior notes if required; the availability of third party services; and the extent of our liabilities. In addition, our 2018 guidance
contained in this MD&A is based on the following: a WTI price of US$50.00/bbl, a NYMEX price of US$3.00/Mcf, and a USD/CDN
exchange rate of 1.28. Enerplus believes the material factors, expectations and assumptions reflected in the forward-looking
information are reasonable but no assurance can be given that these factors, expectations and assumptions will prove to be
correct.
The forward-looking information included in this MD&A is not a guarantee of future performance and should not be unduly relied
upon. Such information involves known and unknown risks, uncertainties and other factors that may cause actual results or
events to differ materially from those anticipated in such forward-looking information including, without limitation: continued low
commodity prices environment or future decline of commodity prices; changes in realized prices of Enerplus’ products; changes
in the demand for or supply of our products; unanticipated operating results, results from our capital spending activities or
production declines; curtailment of our production due to low realized prices or lack of adequate infrastructure; changes in tax
or environmental laws, royalty rates or other regulatory matters; changes in our capital plans or by third party operators of our
properties; increased debt levels or debt service requirements; inability to comply with debt covenants under our bank credit
facility and outstanding senior notes; inaccurate estimation of our oil and gas reserve and contingent resource volumes; limited,
unfavourable or a lack of access to capital markets; increased costs; a lack of adequate insurance coverage; the impact of

36

ENERPLUS 2017 FINANCIAL SUMMARY

competitors, including drilling and completions operations that offset our operations and that cause Enerplus to reduce or shutin individual well production for safety reasons for a period of time; reliance on industry partners and third party service providers;
and certain other risks detailed from time to time in our public disclosure documents (including, without limitation, those risks
identified in our AIF and Form 40-F as at December 31, 2017).
The purpose of our adjusted funds flow sensitivity is to assist readers in understanding our expected and targeted financial
results, and this information may not be appropriate for other purposes. The forward-looking information contained in this MD&A
speaks only as of the date of this MD&A, and we do not assume any obligation to publicly update or revise such forward-looking
information to reflect new events or circumstances, except as may be required pursuant to applicable laws.
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0DQDJHPHQW¶V5HSRUWRQ,QWHUQDO&RQWURORYHU)LQDQFLDO5HSRUWLQJ

0DQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ DGHTXDWH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ 8QGHU WKH
VXSHUYLVLRQRIRXU&KLHI([HFXWLYH2IILFHUDQGRXU&KLHI)LQDQFLDO2IILFHUZHKDYHFRQGXFWHGDQHYDOXDWLRQRIWKHHIIHFWLYHQHVV
RI RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ EDVHG RQ WKH Internal Control-Integrated Framework (2013) LVVXHG E\ WKH
&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ &262 %DVHGRQRXUDVVHVVPHQWZHKDYHFRQFOXGHG
WKDWDVRI'HFHPEHURXULQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVHIIHFWLYH
%HFDXVHRILQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWVDQGHYHQWKRVH
V\VWHPVGHWHUPLQHGWREHHIIHFWLYHFDQSURYLGHRQO\UHDVRQDEOHDVVXUDQFHZLWKUHVSHFWWRWKHILQDQFLDOVWDWHPHQWSUHSDUDWLRQ
DQGSUHVHQWDWLRQ
7KH HIIHFWLYHQHVV RI WKH &RPSDQ\¶V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DV RI 'HFHPEHU KDV EHHQ DXGLWHG E\
.30*//3 WKH ,QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP ZKR DOVR DXGLWHG WKH &RPSDQ\¶V &RQVROLGDWHG )LQDQFLDO
6WDWHPHQWVIRUWKH\HDUHQGHG'HFHPEHU
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V-RGLQH--HQVRQ/DEULH

3UHVLGHQWDQG
&KLHI([HFXWLYH2IILFHU

6HQLRU9LFH3UHVLGHQWDQG
&KLHI)LQDQFLDO2IILFHU
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5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP
7RWKH6KDUHKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI(QHUSOXV&RUSRUDWLRQ
Opinion on Internal Control Over Financial Reporting
:HKDYHDXGLWHG(QHUSOXV&RUSRUDWLRQ¶V WKH³(QWLW\´ LQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHG
RQ WKH FULWHULD HVWDEOLVKHG LQ Internal Control – Integrated Framework (2013) LVVXHG E\ WKH &RPPLWWHH RI 6SRQVRULQJ
2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ

,QRXURSLQLRQWKH(QWLW\PDLQWDLQHGLQDOOPDWHULDOUHVSHFWVHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHU
EDVHGRQWKHFULWHULDHVWDEOLVKHGLQInternal Control – Integrated Framework (2013)LVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ
2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ

Report on the Consolidated Financial Statements

:H DOVR KDYH DXGLWHG LQ DFFRUGDQFH ZLWK &DQDGLDQ JHQHUDOO\ DFFHSWHG DXGLWLQJ VWDQGDUGV DQG WKH VWDQGDUGV RI WKH 3XEOLF
&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG 8QLWHG6WDWHV  ³3&$2%´ WKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRIWKH(QWLW\ ZKLFK
FRPSULVH WKH FRQVROLGDWHG EDODQFH VKHHW DV DW  'HFHPEHU   WKH FRQVROLGDWHG VWDWHPHQWV RI LQFRPH ORVV  DQG
FRPSUHKHQVLYHLQFRPH ORVV FKDQJHVLQVKDUHKROGHUV¶HTXLW\DQGFDVKIORZVIRUWKH\HDUWKHQHQGHGDQGWKHUHODWHGQRWHV
FROOHFWLYHO\ UHIHUUHG WR DV WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV  DQG RXU UHSRUW GDWHG )HEUXDU\   H[SUHVVHG DQ
XQPRGLILHG XQTXDOLILHG RSLQLRQRQWKRVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
Basis for Opinion
7KH(QWLW\¶VPDQDJHPHQWLVUHVSRQVLEOHIRUPDLQWDLQLQJHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQGIRULWVDVVHVVPHQW
RIWKHHIIHFWLYHQHVVRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHGLQWKHDFFRPSDQ\LQJ0DQDJHPHQW¶V5HSRUWRQ,QWHUQDO
&RQWURORYHU)LQDQFLDO5HSRUWLQJ2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKH(QWLW\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ
EDVHGRQRXUDXGLW

:HDUHDSXEOLFDFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH(QWLW\LQ
DFFRUGDQFH ZLWK WKH 86 IHGHUDO VHFXULWLHV ODZV DQG WKH DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI WKH 6HFXULWLHV DQG ([FKDQJH
&RPPLVVLRQ DQG WKH 3&$2% DQG LQ DFFRUGDQFH ZLWK WKH HWKLFDO UHTXLUHPHQWV WKDW DUH UHOHYDQW WR RXU DXGLW RI WKH ILQDQFLDO
VWDWHPHQWVLQ&DQDGD

:HFRQGXFWHGRXUDXGLWLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQGSHUIRUPWKH
DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU HIIHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV PDLQWDLQHG LQ DOO
PDWHULDOUHVSHFWV2XUDXGLWRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHGREWDLQLQJDQXQGHUVWDQGLQJRILQWHUQDOFRQWURO
RYHUILQDQFLDOUHSRUWLQJDVVHVVLQJWKHULVNWKDWDPDWHULDOZHDNQHVVH[LVWVDQGWHVWLQJDQGHYDOXDWLQJWKHGHVLJQDQGRSHUDWLQJ
HIIHFWLYHQHVVRILQWHUQDOFRQWUROEDVHGRQWKHDVVHVVHGULVN2XUDXGLWDOVRLQFOXGHGSHUIRUPLQJVXFKRWKHUSURFHGXUHVDVZH
FRQVLGHUHGQHFHVVDU\LQWKHFLUFXPVWDQFHV:HEHOLHYHWKDWRXUDXGLWSURYLGHVDUHDVRQDEOHEDVLVIRURXURSLQLRQ
Definition and Limitations of Internal Control Over Financial Reporting
$ FRPSDQ\¶V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFHVV GHVLJQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH UHJDUGLQJ WKH
UHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\
DFFHSWHGDFFRXQWLQJSULQFLSOHV$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHVWKRVHSROLFLHVDQGSURFHGXUHVWKDW
 SHUWDLQWRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOHGHWDLODFFXUDWHO\DQGIDLUO\UHIOHFWWKHWUDQVDFWLRQVDQGGLVSRVLWLRQV
RI WKH DVVHWV RI WKH FRPSDQ\  SURYLGH UHDVRQDEOH DVVXUDQFH WKDW WUDQVDFWLRQV DUH UHFRUGHG DV QHFHVVDU\ WR SHUPLW
SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV DQG WKDW UHFHLSWV DQG
H[SHQGLWXUHV RI WKH FRPSDQ\ DUH EHLQJ PDGH RQO\ LQ DFFRUGDQFH ZLWK DXWKRUL]DWLRQV RI PDQDJHPHQW DQG GLUHFWRUV RI WKH
FRPSDQ\DQG  SURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRU
GLVSRVLWLRQRIWKHFRPSDQ\¶VDVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV
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%HFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ PD\ QRW SUHYHQW RU GHWHFW PLVVWDWHPHQWV $OVR
SURMHFWLRQV RI DQ\ HYDOXDWLRQ RI HIIHFWLYHQHVV WR IXWXUH SHULRGV DUH VXEMHFW WR WKH ULVN WKDW FRQWUROV PD\ EHFRPH LQDGHTXDWH
EHFDXVHRIFKDQJHVLQFRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\GHWHULRUDWH

V.30*//3
&KDUWHUHG3URIHVVLRQDO$FFRXQWDQWV
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0DQDJHPHQW¶V5HVSRQVLELOLW\IRU)LQDQFLDO6WDWHPHQWV
,QPDQDJHPHQW¶VRSLQLRQWKHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRI(QHUSOXV&RUSRUDWLRQKDYHEHHQSUHSDUHG
ZLWKLQUHDVRQDEOHOLPLWVRIPDWHULDOLW\DQGLQDFFRUGDQFHZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI
$PHULFD6LQFHDSUHFLVHGHWHUPLQDWLRQRIPDQ\DVVHWVDQGOLDELOLWLHVLVGHSHQGHQWRQIXWXUHHYHQWVWKHSUHSDUDWLRQRIILQDQFLDO
VWDWHPHQWVQHFHVVDULO\LQYROYHVWKHXVHRIHVWLPDWHVDQGDSSUR[LPDWLRQV7KHVHKDYHEHHQPDGHXVLQJFDUHIXOMXGJPHQWDQG
ZLWKDOOLQIRUPDWLRQDYDLODEOHXSWR)HEUXDU\0DQDJHPHQWLVUHVSRQVLEOHIRUDOOLQIRUPDWLRQLQWKHDQQXDOUHSRUWDQGIRU
WKHFRQVLVWHQF\WKHUHZLWKRIDOORWKHUILQDQFLDODQGRSHUDWLQJGDWDSUHVHQWHGLQWKLVUHSRUW
7RPHHWLWVUHVSRQVLELOLW\IRUUHOLDEOHDQGDFFXUDWHILQDQFLDOVWDWHPHQWVPDQDJHPHQWKDVHVWDEOLVKHGDQGPRQLWRUVV\VWHPVRI
LQWHUQDOFRQWUROZKLFKDUHGHVLJQHGWRSURYLGHUHDVRQDEOHDVVXUDQFHWKDWILQDQFLDOLQIRUPDWLRQLVUHOHYDQWUHOLDEOHDQGDFFXUDWH
DQGWKDWDVVHWVDUHVDIHJXDUGHGDQGWUDQVDFWLRQVDUHH[HFXWHGLQDFFRUGDQFHZLWKPDQDJHPHQW¶VDXWKRUL]DWLRQ
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQH[DPLQHGE\.30*//3,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWDQWV7KHLU
UHVSRQVLELOLW\LVWRH[SUHVVDSURIHVVLRQDORSLQLRQRQWKHIDLUSUHVHQWDWLRQRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQDFFRUGDQFH
ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFD7KH5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF
$FFRXQWLQJ)LUPRXWOLQHVWKHVFRSHRIWKHLUH[DPLQDWLRQDQGVHWVIRUWKWKHLURSLQLRQ
7KH$XGLW&RPPLWWHHFRQVLVWLQJH[FOXVLYHO\RILQGHSHQGHQWGLUHFWRUVKDVUHYLHZHGWKHVHVWDWHPHQWVZLWKPDQDJHPHQWDQG
WKH,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUPDQGKDVUHFRPPHQGHGWKHLUDSSURYDOWRWKH%RDUGRI'LUHFWRUV7KH%RDUG
RI'LUHFWRUVKDVDSSURYHGWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRIWKH&RPSDQ\





V,DQ&'XQGDV

V-RGLQH--HQVRQ/DEULH

3UHVLGHQWDQG
&KLHI([HFXWLYH2IILFHU

6HQLRU9LFH3UHVLGHQWDQG
&KLHI)LQDQFLDO2IILFHU


&DOJDU\$OEHUWD
)HEUXDU\
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5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP

7RWKH6KDUHKROGHUVDQG%RDUGRI'LUHFWRUVRI(QHUSOXV&RUSRUDWLRQ
Opinion on the Consolidated Financial Statements
:HKDYHDXGLWHGWKHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRI(QHUSOXV&RUSRUDWLRQ WKH³(QWLW\´ ZKLFKFRPSULVH
WKHFRQVROLGDWHGEDODQFHVKHHWDVDW'HFHPEHUWKHFRQVROLGDWHGVWDWHPHQWVRILQFRPH ORVV DQGFRPSUHKHQVLYH
LQFRPH ORVV FKDQJHVLQVKDUHKROGHUV¶HTXLW\DQGFDVKIORZVIRUWKH \HDUWKHQHQGHGDQGWKHUHODWHGQRWHVFRPSULVLQJ D
VXPPDU\ RI VLJQLILFDQW DFFRXQWLQJ SROLFLHV DQG RWKHU H[SODQDWRU\ LQIRUPDWLRQ FROOHFWLYHO\ UHIHUUHG WR DV WKH ³FRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV´ 

,QRXURSLQLRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWVWKHFRQVROLGDWHGILQDQFLDOSRVLWLRQRI
WKH(QWLW\DVDW'HFHPEHUDQGLWVFRQVROLGDWHGILQDQFLDOSHUIRUPDQFHDQGLWVFRQVROLGDWHGFDVKIORZVIRUWKH\HDUWKHQ
HQGHGLQDFFRUGDQFHZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFD


Report on Internal Control Over Financial Reporting

:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG 8QLWHG6WDWHV 
³3&$2%´ WKH(QWLW\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI'HFHPEHUEDVHGRQWKHFULWHULDHVWDEOLVKHGLQ
,QWHUQDO &RQWURO± ,QWHJUDWHG )UDPHZRUN   LVVXHG E\ WKH &RPPLWWHH RI 6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\
&RPPLVVLRQDQGRXUUHSRUWGDWHG)HEUXDU\H[SUHVVHGDQXQTXDOLILHG XQPRGLILHG RSLQLRQRQWKHHIIHFWLYHQHVVRIWKH
(QWLW\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ

Basis for Opinion

$0DQDJHPHQW¶V5HVSRQVLELOLW\IRUWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

0DQDJHPHQWLVUHVSRQVLEOHIRUWKHSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQDFFRUGDQFH
ZLWK DFFRXQWLQJ SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD DQG IRU VXFK LQWHUQDO FRQWURO DV PDQDJHPHQW
GHWHUPLQHVLVQHFHVVDU\WRHQDEOHWKHSUHSDUDWLRQRIFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKDWDUHIUHHIURPPDWHULDOPLVVWDWHPHQW
ZKHWKHUGXHWRIUDXGRUHUURU

%$XGLWRUV¶5HVSRQVLELOLW\

2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLW:HFRQGXFWHGRXU
DXGLWLQDFFRUGDQFHZLWK&DQDGLDQJHQHUDOO\DFFHSWHGDXGLWLQJVWDQGDUGVDQGWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGV
UHTXLUHWKDWZHSODQDQGSHUIRUPWKHDXGLWWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
DUHIUHHIURPPDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRHUURURUIUDXG7KRVHVWDQGDUGVDOVRUHTXLUHWKDWZHFRPSO\ZLWKHWKLFDO
UHTXLUHPHQWV LQFOXGLQJ LQGHSHQGHQFH :HDUH UHTXLUHG WR EH LQGHSHQGHQW ZLWK UHVSHFW WR WKH (QWLW\ LQ DFFRUGDQFH ZLWK WKH
HWKLFDOUHTXLUHPHQWVWKDWDUHUHOHYDQWWRRXUDXGLWRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQ&DQDGDWKH86IHGHUDOVHFXULWLHV
ODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQDQGWKH3&$2%:HDUHDSXEOLF
DFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%
$QDXGLWLQFOXGHVSHUIRUPLQJSURFHGXUHVWRDVVHVVWKHULVNVRIPDWHULDOPLVVWDWHPHQWVRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
ZKHWKHUGXHWRHUURURUIUDXGDQGSHUIRUPLQJSURFHGXUHVWRUHVSRQGWRWKRVHULVNV6XFKSURFHGXUHVLQFOXGHGREWDLQLQJDQG
H[DPLQLQJRQDWHVWEDVLVDXGLWHYLGHQFHUHJDUGLQJWKHDPRXQWVDQGGLVFORVXUHVLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV7KH
SURFHGXUHVVHOHFWHGGHSHQGRQRXUMXGJPHQWLQFOXGLQJWKHDVVHVVPHQWRIWKHULVNVRIPDWHULDOPLVVWDWHPHQWRIWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRIUDXGRUHUURU,QPDNLQJWKRVHULVNDVVHVVPHQWVZHFRQVLGHULQWHUQDOFRQWUROUHOHYDQWWR
WKHHQWLW\¶VSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQRUGHUWRGHVLJQDXGLWSURFHGXUHVWKDW
DUHDSSURSULDWHLQWKHFLUFXPVWDQFHV
$QDXGLWDOVRLQFOXGHVHYDOXDWLQJWKH DSSURSULDWHQHVVRIDFFRXQWLQJSROLFLHVDQGSULQFLSOHVXVHGDQGWKHUHDVRQDEOHQHVVRI
DFFRXQWLQJ HVWLPDWHV PDGH E\ PDQDJHPHQW DV ZHOO DV HYDOXDWLQJ WKH RYHUDOO SUHVHQWDWLRQ RI WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV
:HEHOLHYHWKDWWKHDXGLWHYLGHQFHZHKDYHREWDLQHGLVVXIILFLHQWDQGDSSURSULDWHWRSURYLGHDUHDVRQDEOHEDVLVIRURXUDXGLW
RSLQLRQ
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Comparative Information
7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRIWKH(QWLW\DVDW'HFHPEHUDQGIRUWKH\HDUVHQGHG'HFHPEHUDQG
H[FOXGLQJWKHLPSDFWRIDGRSWLRQRI$68DVGHVFULEHGLQ1RWH R WRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZHUH
DXGLWHGE\DQRWKHUDXGLWRUZKRH[SUHVVHGDQXQTXDOLILHG XQPRGLILHG RSLQLRQRQWKRVHILQDQFLDOVWDWHPHQWVRQ)HEUXDU\

$VSDUWRIRXUDXGLWRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDVDWDQGIRUWKH\HDUHQGHG'HFHPEHUZHDXGLWHGWKH
DGRSWLRQ RI $68  DVGHVFULEHG LQ 1RWH  R  WR WKH FRQVROLGDWHGILQDQFLDO VWDWHPHQWV WKDW ZDV DSSOLHG WR DPHQG WKH
FRPSDUDWLYHLQIRUPDWLRQSUHVHQWHGIRUWKH\HDUHQGHG'HFHPEHU,QRXURSLQLRQWKHDGRSWLRQRI$68KDV
EHHQSURSHUO\DSSOLHG
:H ZHUH QRW HQJDJHG WR DXGLW UHYLHZ RU DSSO\ DQ\ SURFHGXUHV WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI WKH (QWLW\ DV DW
'HFHPEHUDQGIRUWKH\HDUVHQGHG'HFHPEHUDQGRWKHUWKDQZLWKUHVSHFWWRWKHDPHQGPHQWGHVFULEHG
LQ1RWH R WRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV$FFRUGLQJO\ZHGRQRWH[SUHVVDQRSLQLRQRUDQ\RWKHUIRUPRIDVVXUDQFH
RQWKRVHILQDQFLDOVWDWHPHQWVWDNHQDVDZKROH


V.30*//3
&KDUWHUHG3URIHVVLRQDO$FFRXQWDQWV
7KLVLVRXUILUVW\HDURIVHUYLFHDVWKH(QWLW\¶VDXGLWRU
&DOJDU\&DQDGD
)HEUXDU\
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5HSRUWRI,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP

7RWKH6KDUHKROGHUVDQG%RDUGRI'LUHFWRUVRI(QHUSOXV&RUSRUDWLRQ
:HKDYHDXGLWHGEHIRUHWKHHIIHFWVRIWKHDGMXVWPHQWVWRUHWURVSHFWLYHO\DSSO\$68DGRSWHGLQDVGLVFXVVHGLQ
1RWH  R L  WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV WKH DFFRPSDQ\LQJ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV RI (QHUSOXV
&RUSRUDWLRQDQGVXEVLGLDULHV WKH³&RPSDQ\´ ZKLFKFRPSULVHWKHFRQVROLGDWHGEDODQFHVKHHWDVDW'HFHPEHUDQG
WKH FRQVROLGDWHG VWDWHPHQWV RI LQFRPH ORVV  DQG FRPSUHKHQVLYH LQFRPH ORVV  FRQVROLGDWHG VWDWHPHQWV RI FKDQJHV LQ
VKDUHKROGHUV¶HTXLW\DQGFRQVROLGDWHGVWDWHPHQWVRIFDVKIORZVIRUHDFKRIWKH\HDUVLQWKHWZR\HDUSHULRGHQGHG'HFHPEHU
DQGWKHQRWHVWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

0DQDJHPHQW¶V5HVSRQVLELOLW\IRUWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

0DQDJHPHQWLVUHVSRQVLEOHIRUWKHSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQDFFRUGDQFH
ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFDDQGIRUVXFKLQWHUQDOFRQWURODVPDQDJHPHQW
GHWHUPLQHVLVQHFHVVDU\WRHQDEOHWKHSUHSDUDWLRQRIFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKDWDUHIUHHIURPPDWHULDOPLVVWDWHPHQW
ZKHWKHUGXHWRIUDXGRUHUURU

$XGLWRU¶V5HVSRQVLELOLW\

2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLWV:HFRQGXFWHGRXU
DXGLWVLQDFFRUGDQFHZLWK&DQDGLDQJHQHUDOO\DFFHSWHGDXGLWLQJVWDQGDUGVDQGWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ
2YHUVLJKW%RDUG 8QLWHG6WDWHV 7KRVHVWDQGDUGVUHTXLUHWKDWZHFRPSO\ZLWKHWKLFDOUHTXLUHPHQWVDQGSODQDQGSHUIRUPWKH
DXGLWWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHIUHHIURPPDWHULDOPLVVWDWHPHQW

$QDXGLWLQYROYHVSHUIRUPLQJSURFHGXUHVWRREWDLQDXGLWHYLGHQFHDERXWWKHDPRXQWVDQGGLVFORVXUHVLQWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWV 7KH SURFHGXUHV VHOHFWHG GHSHQG RQ WKH DXGLWRU¶V MXGJPHQW LQFOXGLQJ WKH DVVHVVPHQW RI WKH ULVNV RI PDWHULDO
PLVVWDWHPHQWRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRIUDXGRUHUURU,QPDNLQJWKRVHULVNDVVHVVPHQWVWKH
DXGLWRUFRQVLGHUVLQWHUQDOFRQWUROUHOHYDQWWRWKHHQWLW\¶VSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
LQ RUGHU WR GHVLJQ DXGLW SURFHGXUHV WKDW DUH DSSURSULDWH LQ WKH FLUFXPVWDQFHV $Q DXGLW DOVR LQFOXGHV HYDOXDWLQJ WKH
DSSURSULDWHQHVVRIDFFRXQWLQJSROLFLHVXVHGDQGWKHUHDVRQDEOHQHVVRIDFFRXQWLQJHVWLPDWHVPDGHE\PDQDJHPHQWDVZHOODV
HYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV

:HEHOLHYHWKDWWKHDXGLWHYLGHQFHZHKDYHREWDLQHGLQRXUDXGLWVLVVXIILFLHQWDQGDSSURSULDWHWRSURYLGHDEDVLVIRURXUDXGLW
RSLQLRQ

2SLQLRQ

,QRXURSLQLRQVXFKFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEHIRUHWKHHIIHFWVRIWKHDGMXVWPHQWVWRUHWURVSHFWLYHO\DSSO\$68
DGRSWHGLQDVGLVFXVVHGLQ1RWH R L WRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWV
WKHILQDQFLDOSRVLWLRQRI(QHUSOXV&RUSRUDWLRQDQGVXEVLGLDULHVDVDW'HFHPEHUDQGWKHLUILQDQFLDOSHUIRUPDQFHDQG
WKHLUFDVKIORZVIRUHDFKRIWKH\HDUVLQWKHWZR\HDUSHULRGHQGHG'HFHPEHULQDFFRUGDQFHZLWKDFFRXQWLQJSULQFLSOHV
JHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFD

2WKHU0DWWHU

:HZHUHQRWHQJDJHGWRDXGLWUHYLHZRUDSSO\DQ\SURFHGXUHVWRWKHDGMXVWPHQWVWRUHWURVSHFWLYHO\DGRSW$68DV
GLVFXVVHGLQ1RWH R L WRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQGDFFRUGLQJO\ZHGRQRWH[SUHVVDQRSLQLRQRUDQ\RWKHU
IRUP RI DVVXUDQFH DERXW ZKHWKHU VXFK UHWURVSHFWLYH DGMXVWPHQWV DUH DSSURSULDWH DQG KDYH EHHQ SURSHUO\ DSSOLHG 7KRVH
UHWURVSHFWLYHDGMXVWPHQWVZHUHDXGLWHGE\RWKHUDXGLWRUV

V'HORLWWH//3

&KDUWHUHG3URIHVVLRQDO$FFRXQWDQWV
)HEUXDU\
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67$7(0(176


&RQVROLGDWHG%DODQFH6KHHWV




&'1WKRXVDQGV 

$VVHWV
&XUUHQWDVVHWV
&DVKDQGFDVKHTXLYDOHQWV
5HVWULFWHGFDVK
$FFRXQWVUHFHLYDEOH
'HULYDWLYHILQDQFLDODVVHWV
2WKHUFXUUHQWDVVHWV

3URSHUW\SODQWDQGHTXLSPHQW
2LODQGQDWXUDOJDVSURSHUWLHV IXOOFRVWPHWKRG 
2WKHUFDSLWDODVVHWVQHW
3URSHUW\SODQWDQGHTXLSPHQW
*RRGZLOO
'HIHUUHGLQFRPHWD[DVVHW
,QFRPHWD[UHFHLYDEOH
7RWDO$VVHWV

/LDELOLWLHV
&XUUHQWOLDELOLWLHV
$FFRXQWVSD\DEOH
'LYLGHQGVSD\DEOH
&XUUHQWSRUWLRQRIORQJWHUPGHEW
'HULYDWLYHILQDQFLDOOLDELOLWLHV

'HULYDWLYHILQDQFLDOOLDELOLWLHV
/RQJWHUPGHEW
$VVHWUHWLUHPHQWREOLJDWLRQ

7RWDO/LDELOLWLHV

6KDUHKROGHUV¶(TXLW\
6KDUHFDSLWDO±DXWKRUL]HGXQOLPLWHGFRPPRQVKDUHVQRSDUYDOXH
,VVXHGDQGRXWVWDQGLQJ'HFHPEHUPLOOLRQVKDUHV
'HFHPEHUPLOOLRQVKDUHV
3DLGLQFDSLWDO
$FFXPXODWHGGHILFLW
$FFXPXODWHGRWKHUFRPSUHKHQVLYHLQFRPH

7RWDO/LDELOLWLHV 6KDUHKROGHUV (TXLW\

&RPPLWPHQWVDQG&RQWLQJHQFLHV

















1RWH 'HFHPEHU'HFHPEHU
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7KHDFFRPSDQ\LQJQRWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVDUHDQLQWHJUDOSDUWRIWKHVHVWDWHPHQWV

$SSURYHGRQEHKDOIRIWKH%RDUGRI'LUHFWRUV




V(OOLRWW3HZ
'LUHFWRU

V5REHUW%+RGJLQV
'LUHFWRU
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&RQVROLGDWHG6WDWHPHQWVRI,QFRPH /RVV DQG&RPSUHKHQVLYH,QFRPH /RVV 




)RUWKH\HDUHQGHG'HFHPEHU &'1WKRXVDQGV 

1RWH





5HYHQXHV
2LODQGQDWXUDOJDVVDOHVQHWRIUR\DOWLHV
&RPPRGLW\GHULYDWLYHLQVWUXPHQWVJDLQ ORVV 

([SHQVHV
2SHUDWLQJ
7UDQVSRUWDWLRQ
3URGXFWLRQWD[HV
*HQHUDODQGDGPLQLVWUDWLYH
'HSOHWLRQGHSUHFLDWLRQDQGDFFUHWLRQ
$VVHWLPSDLUPHQW
,QWHUHVW
)RUHLJQH[FKDQJH JDLQ ORVV
*DLQRQGLYHVWPHQWRIDVVHWV
*DLQRQSUHSD\PHQWRIVHQLRUQRWHV
2WKHUH[SHQVH LQFRPH 

,QFRPH /RVV %HIRUH7D[HV
&XUUHQWLQFRPHWD[H[SHQVH UHFRYHU\ 
'HIHUUHGLQFRPHWD[H[SHQVH UHFRYHU\ 
1HW,QFRPH /RVV 

2WKHU&RPSUHKHQVLYH,QFRPH /RVV 
&KDQJHLQFXPXODWLYHWUDQVODWLRQDGMXVWPHQW
2WKHU&RPSUHKHQVLYH,QFRPH /RVV 
7RWDO&RPSUHKHQVLYH,QFRPH /RVV 

1HW,QFRPH /RVV SHU6KDUH
%DVLF
'LOXWHG
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&RQVROLGDWHG6WDWHPHQWVRI&KDQJHVLQ6KDUHKROGHUV¶(TXLW\




)RUWKH\HDUHQGHG'HFHPEHU &'1WKRXVDQGV 





6KDUH&DSLWDO
%DODQFHEHJLQQLQJRI\HDU
3XEOLFRIIHULQJ QHWRILVVXHFRVWV 
6KDUHEDVHGFRPSHQVDWLRQ±VHWWOHG
6WRFN2SWLRQ3ODQ±FDVK
6WRFN2SWLRQ3ODQ±H[HUFLVHG
%DODQFHHQGRI\HDU

3DLGLQ&DSLWDO
%DODQFHEHJLQQLQJRI\HDU
6KDUHEDVHGFRPSHQVDWLRQ±VHWWOHG
6KDUHEDVHGFRPSHQVDWLRQ±QRQFDVK
6WRFN2SWLRQ3ODQ±H[HUFLVHG
%DODQFHHQGRI\HDU

$FFXPXODWHG'HILFLW
%DODQFHEHJLQQLQJRI\HDU
1HWLQFRPH ORVV 
'LYLGHQGVGHFODUHG
%DODQFHHQGRI\HDU

$FFXPXODWHG2WKHU&RPSUHKHQVLYH,QFRPH
%DODQFHEHJLQQLQJRI\HDU
&KDQJHLQFXPXODWLYHWUDQVODWLRQDGMXVWPHQW
%DODQFHHQGRI\HDU
7RWDO6KDUHKROGHUV¶(TXLW\
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&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV


 

)RUWKH\HDUHQGHG'HFHPEHU &'1WKRXVDQGV 
2SHUDWLQJ$FWLYLWLHV
1HWLQFRPH ORVV 
1RQFDVKLWHPVDGG GHGXFW 
'HSOHWLRQGHSUHFLDWLRQDQGDFFUHWLRQ
$VVHWLPSDLUPHQW
&KDQJHVLQIDLUYDOXHRIGHULYDWLYHLQVWUXPHQWV
'HIHUUHGLQFRPHWD[H[SHQVH UHFRYHU\ 
)RUHLJQH[FKDQJH JDLQ ORVVRQGHEWDQGZRUNLQJFDSLWDO
6KDUHEDVHGFRPSHQVDWLRQ
7UDQVODWLRQRI86GROODUFDVKKHOGLQ&DQDGD
*DLQRQWKHGLYHVWPHQWRIDVVHWV
*DLQRQSUHSD\PHQWRIVHQLRUQRWHV
'HULYDWLYHVHWWOHPHQWRIIRUHLJQH[FKDQJHVZDSV
$VVHWUHWLUHPHQWREOLJDWLRQH[SHQGLWXUHV
&KDQJHVLQQRQFDVKRSHUDWLQJZRUNLQJFDSLWDO
&DVKIORZIURPRSHUDWLQJDFWLYLWLHV


)LQDQFLQJ$FWLYLWLHV
3URFHHGVIURPWKHLVVXDQFHRIVKDUHV QHWRILVVXHFRVWV 
'LYLGHQGV
%DQNFUHGLWIDFLOLW\
6HQLRUQRWHV
'HULYDWLYHVHWWOHPHQWRQVHQLRUQRWHV
&DVKIORZIURP XVHGLQ ILQDQFLQJDFWLYLWLHV


,QYHVWLQJ$FWLYLWLHV
&DSLWDODQGRIILFHH[SHQGLWXUHV
3URSHUW\DQGODQGDFTXLVLWLRQV
3URSHUW\GLYHVWPHQWV
&DVKIORZIURP XVHGLQ LQYHVWLQJDFWLYLWLHV
(IIHFWRIH[FKDQJHUDWHFKDQJHVRQFDVKDQGFDVKHTXLYDOHQWV
&KDQJHLQFDVKDQGFDVKHTXLYDOHQWV
&DVKDQGFDVKHTXLYDOHQWVEHJLQQLQJRI\HDU
&DVKDQGFDVKHTXLYDOHQWVHQGRI\HDU
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7KHDFFRPSDQ\LQJQRWHVWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVDUHDQLQWHJUDOSDUWRIWKHVHVWDWHPHQWV
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1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
 5(3257,1*(17,7<
7KHVHDQQXDODXGLWHG&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV ³&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV´ DQGQRWHVSUHVHQWWKHILQDQFLDO
SRVLWLRQ DQG UHVXOWV RI (QHUSOXV &RUSRUDWLRQ WKH ³&RPSDQ\´ RU ³(QHUSOXV´  LQFOXGLQJ LWV &DQDGLDQ DQG 86 VXEVLGLDULHV
(QHUSOXVLVD1RUWK$PHULFDQFUXGHRLODQGQDWXUDOJDVH[SORUDWLRQDQGGHYHORSPHQWFRPSDQ\(QHUSOXVLVSXEOLFO\WUDGHGRQ
WKH7RURQWRDQG1HZ<RUNVWRFNH[FKDQJHVXQGHUWKHWLFNHUV\PERO(5)(QHUSOXV¶KHDGRIILFHLVORFDWHGLQ&DOJDU\$OEHUWD
&DQDGD
 6,*1,),&$17$&&2817,1*32/,&,(6
7KH IROORZLQJ VLJQLILFDQW DFFRXQWLQJ SROLFLHV DUH SUHVHQWHG WR DVVLVW WKH UHDGHU LQ HYDOXDWLQJ WKHVH &RQVROLGDWHG )LQDQFLDO
6WDWHPHQWVDQGWRJHWKHUZLWKWKHIROORZLQJQRWHVDUHDQLQWHJUDOSDUWRIWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
D %DVLVRI3UHSDUDWLRQ
(QHUSOXV¶ &RQVROLGDWHG)LQDQFLDO6WDWHPHQWVKDYHEHHQ SUHSDUHG E\PDQDJHPHQWLQ DFFRUGDQFH ZLWKDFFRXQWLQJSULQFLSOHV
JHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFD ³86*$$3´ &HUWDLQSULRUSHULRGDPRXQWVKDYHEHHQUHVWDWHGWRFRQIRUP
ZLWKFXUUHQWSHULRGSUHVHQWDWLRQ
L5HSRUWLQJ&XUUHQF\
7KHVH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVDUHSUHVHQWHGLQ&DQDGLDQGROODUVZKLFKLV(QHUSOXV¶UHSRUWLQJFXUUHQF\$OOILQDQFLDO
LQIRUPDWLRQSUHVHQWHGLQ&DQDGLDQGROODUVKDVEHHQURXQGHGWRWKHQHDUHVWWKRXVDQGXQOHVVRWKHUZLVHLQGLFDWHG
LL8VHRI(VWLPDWHV
7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWK86*$$3UHTXLUHVPDQDJHPHQWWRPDNHHVWLPDWHVDQGDVVXPSWLRQV
WKDWDIIHFWERWKWKHDPRXQWDQGWLPLQJRIUHFRUGLQJDVVHWVOLDELOLWLHVUHYHQXHVDQGH[SHQVHVVLQFHWKHGHWHUPLQDWLRQRIWKHVH
LWHPV PD\ EH GHSHQGHQW RQ IXWXUH HYHQWV $FWXDO UHVXOWV FRXOG GLIIHU IURP WKHVH HVWLPDWHV DQG FKDQJHV LQ HVWLPDWHV DUH
UHFRUGHGZKHQNQRZQ6LJQLILFDQWHVWLPDWHVPDGHE\PDQDJHPHQWLQFOXGHRLODQGQDWXUDOJDVUHVHUYHVDQGUHODWHGSUHVHQW
YDOXH RI IXWXUH FDVK IORZV GHSUHFLDWLRQ GHSOHWLRQ DQG DFFUHWLRQ ³'' $´  LPSDLUPHQW DVVHW UHWLUHPHQW REOLJDWLRQVLQFRPH
WD[HVLQFRPHWD[DVVHWYDOXHVLPSDLUPHQWDVVHVVPHQWVRIJRRGZLOODQGWKHIDLUYDOXHRIGHULYDWLYHLQVWUXPHQWV(QHUSOXVXVHV
WKHPRVWFXUUHQWLQIRUPDWLRQDYDLODEOHDQGH[HUFLVHVMXGJPHQWLQPDNLQJWKHVHHVWLPDWHVDQGDVVXPSWLRQV,QWKHRSLQLRQRI
PDQDJHPHQWWKHVH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVKDYHEHHQSURSHUO\SUHSDUHGZLWKLQUHDVRQDEOHOLPLWVRIPDWHULDOLW\DQG
ZLWKLQWKHIUDPHZRUNRIWKH&RPSDQ\¶VVLJQLILFDQWDFFRXQWLQJSROLFLHV
LLL%DVLVRI&RQVROLGDWLRQ
7KHVH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVLQFOXGHWKHDFFRXQWVRI(QHUSOXVDQGLWVVXEVLGLDULHV,QWHUFRPSDQ\EDODQFHVDQG
WUDQVDFWLRQVDUHHOLPLQDWHGRQFRQVROLGDWLRQ,QWHUHVWVLQMRLQWO\FRQWUROOHGRLODQGQDWXUDOJDVDVVHWVDUHDFFRXQWHGIRUIROORZLQJ
WKH FRQFHSW RI XQGLYLGHG LQWHUHVW ZKHUHE\ (QHUSOXV¶ SURSRUWLRQDWH VKDUH RI UHYHQXHV H[SHQVHV DVVHWV DQG OLDELOLWLHV DUH
LQFOXGHGLQWKHDFFRXQWV
7KHDFTXLVLWLRQPHWKRGRIDFFRXQWLQJLVXVHGWRDFFRXQWIRUDFTXLVLWLRQVRIFRPSDQLHVWKDWPHHWWKHGHILQLWLRQRIDEXVLQHVV
XQGHU86*$$37KHFRVWRIDQDFTXLVLWLRQLVPHDVXUHGDVWKHIDLUYDOXHRIWKHDVVHWVWUDQVIHUUHGHTXLW\LQVWUXPHQWVLVVXHG
DQGOLDELOLWLHVLQFXUUHGRUDVVXPHGDWWKHDFTXLVLWLRQGDWH,GHQWLILDEOHDVVHWVDFTXLUHGDQGOLDELOLWLHVDQGFRQWLQJHQWOLDELOLWLHV
DVVXPHGLQDEXVLQHVVFRPELQDWLRQDUHPHDVXUHGLQLWLDOO\DWWKHLUIDLUYDOXHVDWWKHDFTXLVLWLRQGDWH
E 5HYHQXH
5HYHQXHDVVRFLDWHGZLWKWKHVDOHRIRLODQGQDWXUDOJDVLVUHFRJQL]HGZKHQWLWOHSDVVHVIURPWKH&RPSDQ\WRLWVFXVWRPHUVLI
FROOHFWDELOLW\LVUHDVRQDEO\FHUWDLQDQGWKHVDOHVSULFHLVGHWHUPLQDEOH5HYHQXHLVPHDVXUHGDWWKHIDLUYDOXHRIWKHFRQVLGHUDWLRQ
UHFHLYHGRUUHFHLYDEOHEDVHGRQSULFHYROXPHVGHOLYHUHGDQGFRQWUDFWXDOGHOLYHU\SRLQWVDQGSUHVHQWHGQHWRIVDOHVDQGRWKHU
VLPLODUWD[HV
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F 7UDQVSRUWDWLRQ
(QHUSOXVJHQHUDOO\VHOOVRLODQGQDWXUDOJDVXQGHUWZRW\SHVRIDJUHHPHQWVZKLFKDUHFRPPRQLQRXULQGXVWU\%RWKW\SHVRI
DJUHHPHQWVLQFOXGHDWUDQVSRUWDWLRQFKDUJH2QHLVDQHWEDFNDUUDQJHPHQWXQGHUZKLFKWKH&RPSDQ\VHOOVFUXGHRLORUQDWXUDO
JDVDWWKHZHOOKHDGDQGFROOHFWVDSULFHQHWRIWKHWUDQVSRUWDWLRQLQFXUUHGE\WKHSXUFKDVHU,QWKLVFDVHVDOHVDUHUHFRUGHGDW
WKHSULFHUHFHLYHGIURPWKHSXUFKDVHUQHWRIWUDQVSRUWDWLRQFRVWV
8QGHUWKHRWKHUDUUDQJHPHQW(QHUSOXVVHOOVFUXGHRLORUQDWXUDOJDVDWDVSHFLILFGHOLYHU\SRLQWSD\VWUDQVSRUWDWLRQWRDWKLUG
SDUW\DQGUHFHLYHVSURFHHGVIURPWKHSXUFKDVHUZLWKQRWUDQVSRUWDWLRQGHGXFWLRQ,QWKLVFDVHWUDQVSRUWDWLRQFRVWVDUHUHFRUGHG
DVWUDQVSRUWDWLRQH[SHQVHRQWKH&RQVROLGDWHG6WDWHPHQWVRI,QFRPH /RVV 'XHWRWKHVHWZRGLVWLQFWVHOOLQJDUUDQJHPHQWV
(QHUSOXV¶FRPSXWHGUHDOL]HGSULFHVEHIRUHWKHLPSDFWRIGHULYDWLYHLQVWUXPHQWVLQFOXGHUHYHQXHVZKLFKDUHUHSRUWHGXQGHUWZR
VHSDUDWHEDVHV
G 2LODQG1DWXUDO*DV3URSHUWLHV
(QHUSOXV XVHV WKH IXOO FRVW PHWKRG RI DFFRXQWLQJ IRU LWV RLO DQG QDWXUDO JDV SURSHUWLHV 8QGHU WKLV PHWKRG DOO DFTXLVLWLRQ
H[SORUDWLRQ DQG GHYHORSPHQW FRVWV LQFXUUHG LQ ILQGLQJ RLO DQG QDWXUDO JDV UHVHUYHV DUH FDSLWDOL]HG LQFOXGLQJ JHQHUDO DQG
DGPLQLVWUDWLYHFRVWVGLUHFWO\DWWULEXWDEOHWRWKHVHDFWLYLWLHV7KHVHFRVWVDUHUHFRUGHGRQDFRXQWU\E\FRXQWU\FRVWFHQWUHEDVLV
DVRLODQGQDWXUDOJDVSURSHUWLHVVXEMHFWWRGHSOHWLRQ ³IXOOFRVWSRRO´ &RVWVDVVRFLDWHGZLWKSURGXFWLRQDQGJHQHUDOFRUSRUDWH
DFWLYLWLHVDUHH[SHQVHGDVLQFXUUHG
7KHQHWFDUU\LQJYDOXHRIERWKSURYHGDQGXQSURYHGRLODQGQDWXUDOJDVSURSHUWLHVLVGHSOHWHGXVLQJWKHXQLWRISURGXFWLRQPHWKRG
XVLQJSURYHGUHVHUYHVDVGHWHUPLQHGXVLQJDFRQVWDQWSULFHDVVXPSWLRQRIWKHVLPSOHDYHUDJHRIWKHSUHFHGLQJWZHOYHPRQWKV¶
ILUVWGD\RIWKHPRQWK FRPPRGLW\ SULFHV ³6(& SULFHV´  7KH GHSOHWLRQ FDOFXODWLRQ WDNHV LQWR DFFRXQW HVWLPDWHG IXWXUH
GHYHORSPHQWFRVWVQHFHVVDU\WREULQJWKRVHUHVHUYHVLQWRSURGXFWLRQ
8QGHUIXOOFRVWDFFRXQWLQJDFHLOLQJWHVWLVSHUIRUPHGRQDFRVWFHQWUHEDVLV(QHUSOXVOLPLWVFDSLWDOL]HGFRVWVRISURYHGDQG
XQSURYHGRLODQGQDWXUDOJDVSURSHUWLHVQHWRIDFFXPXODWHGGHSOHWLRQDQGGHIHUUHGLQFRPHWD[OLDELOLWLHVWRWKHHVWLPDWHGIXWXUH
QHWFDVKIORZVIURPSURYHGRLODQGQDWXUDOJDVUHVHUYHVGLVFRXQWHGDWQHWRIUHODWHGWD[HIIHFWVSOXVWKHORZHURIFRVWRU
IDLUYDOXHRIXQSURYHGSURSHUWLHV ³WKHFHLOLQJ´ 7KHHVWLPDWHGIXWXUHQHWFDVKIORZVDUHFDOFXODWHGXVLQJWKHVLPSOHDYHUDJHRI
WKHSUHFHGLQJWZHOYHPRQWKV¶ILUVWGD\RIWKHPRQWKFRPPRGLW\SULFHV,IVXFKFDSLWDOL]HGFRVWVH[FHHGWKHFHLOLQJDZULWHGRZQ
HTXDOWRWKDWH[FHVVLVUHFRUGHGDVDQRQFDVKFKDUJHWRQHWLQFRPH$ZULWHGRZQLVQRWUHYHUVHGLQIXWXUHSHULRGVHYHQLI
KLJKHURLODQGQDWXUDOJDVSULFHVVXEVHTXHQWO\LQFUHDVHWKHFHLOLQJ
8QGHUIXOOFRVWDFFRXQWLQJUXOHVGLYHVWLWXUHVRIRLODQGJDVSURSHUWLHVDUHJHQHUDOO\DFFRXQWHGIRUDVDGMXVWPHQWVWRFDSLWDOL]HG
FRVWVZLWKQRUHFRJQLWLRQRIDJDLQRUORVV+RZHYHULIQRWUHFRJQL]LQJDJDLQRUORVVRQWKHWUDQVDFWLRQZRXOGKDYHRWKHUZLVH
VLJQLILFDQWO\DOWHUHGWKHUHODWLRQVKLSEHWZHHQDFRVWFHQWUH¶VFDSLWDOL]HGFRVWVDQGSURYHGUHVHUYHVWKHQDJDLQRUORVVPXVWEH
UHFRJQL]HG

H 2WKHU&DSLWDO$VVHWV
2WKHUFDSLWDODVVHWVDUHUHFRUGHGDWKLVWRULFDOFRVWQHWRIGHSUHFLDWLRQDQGLQFOXGHIXUQLWXUHIL[WXUHVOHDVHKROGLPSURYHPHQWV
DQGFRPSXWHUHTXLSPHQW'HSUHFLDWLRQLVFDOFXODWHGRQDVWUDLJKWOLQHEDVLVRYHUWKHHVWLPDWHGXVHIXOOLIHRIWKHUHVSHFWLYHDVVHW
7KHFRVWRIUHSDLUVDQGPDLQWHQDQFHLVH[SHQVHGDVLQFXUUHG
I &DVKDQG&DVK(TXLYDOHQWVDQG5HVWULFWHG&DVK
&DVKDQGFDVKHTXLYDOHQWVLQFOXGHVFDVKDQGKLJKO\OLTXLGLQYHVWPHQWVZLWKRULJLQDOPDWXULWLHVRIOHVVWKDQGD\V
5HVWULFWHGFDVKRQWKH&RQVROLGDWHG%DODQFH6KHHWVDVRI'HFHPEHUFRQVLVWVRISURFHHGVIURPWKHVDOHRIRXUQRQ
RSHUDWHG1RUWK'DNRWDSURSHUWLHV7KHIXQGVZHUHGHSRVLWHGZLWKDTXDOLILHGLQWHUPHGLDU\DQGUHVWULFWHGIRUDSSOLFDWLRQWRZDUGV
IXWXUHDFTXLVLWLRQVWRIDFLOLWDWHDSRWHQWLDOOLNHNLQGH[FKDQJHWUDQVDFWLRQIRU86IHGHUDOLQFRPHWD[SXUSRVHV7KHIXQGVZHUH
ZLWKGUDZQIURPHVFURZRQ-XQH
5HVWULFWHGFDVKLVLQFOXGHGLQFDVKDQGFDVKHTXLYDOHQWVLQWKH&RQVROLGDWHG6WDWHPHQWRI&DVK)ORZV
J *RRGZLOO
(QHUSOXVUHFRJQL]HVJRRGZLOOUHODWLQJWREXVLQHVVDFTXLVLWLRQVZKHQWKHWRWDOSXUFKDVHSULFHH[FHHGVWKHIDLUYDOXHRIWKHQHW
LGHQWLILDEOHDVVHWVDQGOLDELOLWLHVDFTXLUHG7KHSRUWLRQRIJRRGZLOOWKDWUHODWHVWR86RSHUDWLRQVIOXFWXDWHVGXHWRFKDQJHVLQ
IRUHLJQH[FKDQJHUDWHV*RRGZLOOLVVWDWHGDWFRVWOHVVLPSDLUPHQWDQGLVQRWDPRUWL]HG*RRGZLOOLVQRWGHGXFWLEOHIRULQFRPH
WD[SXUSRVHV
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7KHFKDQJHLQJRRGZLOOLQDQGUHODWHGWRWKHLPSDFWRIIRUHLJQH[FKDQJHPRYHPHQWVRQ86GROODUGHQRPLQDWHG
JRRGZLOOEDODQFHV
,PSDLUPHQW WHVWLQJ LV SHUIRUPHG RQ DQ DQQXDO EDVLV RU PRUH IUHTXHQWO\ LI HYHQWV RU FKDQJHV LQ FLUFXPVWDQFHV LQGLFDWH WKDW
JRRGZLOOPD\EHLPSDLUHG(QHUSOXVSHUIRUPVDTXDOLWDWLYHDVVHVVPHQWE\HYDOXDWLQJSRWHQWLDOLQGLFDWRUVRILPSDLUPHQWDQGLI
LWLVPRUHOLNHO\WKDQQRWWKDWWKHIDLUYDOXHRIWKHUHSRUWLQJXQLWLVOHVVWKDQLWVFDUU\LQJYDOXHTXDQWLWDWLYHLPSDLUPHQWWHVWVDUH
SHUIRUPHG,IWKHFDUU\LQJYDOXHRIWKHUHSRUWLQJXQLWH[FHHGVLWVIDLUYDOXHJRRGZLOOLVZULWWHQGRZQWRLWVLPSOLHGIDLUYDOXHZLWK
DQ RIIVHWWLQJ FKDUJH WR HDUQLQJV LQ WKH &RQVROLGDWHG 6WDWHPHQWV RI ,QFRPH /RVV  )RU WKH SXUSRVHV RI JRRGZLOO LPSDLUPHQW
WHVWLQJ(QHUSOXVKDVWZRUHSRUWLQJXQLWV
K $VVHW5HWLUHPHQW2EOLJDWLRQV
(QHUSOXV¶ RLO DQG QDWXUDO JDV RSHUDWLQJ DFWLYLWLHV JLYH ULVH WR GLVPDQWOLQJ GHFRPPLVVLRQLQJ DQG VLWH UHPHGLDWLRQ DFWLYLWLHV
(QHUSOXVUHFRJQL]HVDOLDELOLW\IRUWKHHVWLPDWHGSUHVHQWYDOXHRIWKHIXWXUHDVVHWUHWLUHPHQWREOLJDWLRQOLDELOLW\DWHDFKEDODQFH
VKHHW GDWH 8SRQ UHFRJQLWLRQ WKH OLDELOLW\ LV UHFRUGHG DW LWV HVWLPDWHG IDLU YDOXH 7KH DVVRFLDWHG DVVHW UHWLUHPHQW FRVW LV
FDSLWDOL]HGDQGDPRUWL]HGRYHUWKHVDPHSHULRGDVWKHXQGHUO\LQJDVVHW&KDQJHVLQWKHHVWLPDWHGOLDELOLW\DQGUHODWHGDVVHW
UHWLUHPHQWFRVWFDQDULVHDVDUHVXOWRIUHYLVLRQVLQWKHHVWLPDWHGDPRXQWRUWLPLQJRIFDVKIORZV
'HSOHWLRQRIDVVHWUHWLUHPHQWFRVWVDQGLQFUHDVHVLQDVVHWUHWLUHPHQWREOLJDWLRQVUHVXOWLQJIURPWKHSDVVDJHRIWLPHDUHUHFRUGHG
WRGHSUHFLDWLRQGHSOHWLRQDQGDFFUHWLRQDQGFKDUJHGDJDLQVWQHWLQFRPHLQWKH&RQVROLGDWHG6WDWHPHQWVRI,QFRPH /RVV 
L ,QFRPH7D[
(QHUSOXVXVHVWKHOLDELOLW\PHWKRGRIDFFRXQWLQJIRULQFRPHWD[HV'HIHUUHGLQFRPHWD[DVVHWVDQGOLDELOLWLHVDUHUHFRUGHGRQWKH
WHPSRUDU\ GLIIHUHQFHV EHWZHHQ WKH DFFRXQWLQJ DQG LQFRPH WD[ EDVLV RI DVVHWV DQG OLDELOLWLHV XVLQJ WKH HQDFWHG WD[ UDWHV
H[SHFWHGWRDSSO\ZKHQWKHWHPSRUDU\GLIIHUHQFHVDUHH[SHFWHGWRUHYHUVH'HIHUUHGWD[DVVHWVDUHUHYLHZHGHDFKSHULRGDQG
DYDOXDWLRQDOORZDQFHLVSURYLGHGLIDIWHUFRQVLGHULQJDYDLODEOHHYLGHQFHLWLVPRUHOLNHO\WKDQQRWWKDWDGHIHUUHGWD[DVVHWZLOO
QRWEHUHDOL]HG(QHUSOXVFRQVLGHUVERWKSRVLWLYHDQGQHJDWLYHHYLGHQFHLQFOXGLQJKLVWRULFDQGH[SHFWHGIXWXUHWD[DEOHLQFRPH
UHYHUVLQJH[LVWLQJWHPSRUDU\GLIIHUHQFHVDQGWD[EDVLVFDUU\IRUZDUGSHULRGVLQPDNLQJWKLVDVVHVVPHQW$YDOXDWLRQDOORZDQFH
LVUHPRYHGLQDQ\SHULRGZKHUHDYDLODEOHHYLGHQFHLQGLFDWHVDOORUDSRUWLRQRIWKHYDOXDWLRQDOORZDQFHLVQRORQJHUUHTXLUHG
7KHILQDQFLDOVWDWHPHQWHIIHFWRIDQXQFHUWDLQWD[SRVLWLRQLVUHFRJQL]HGZKHQLWLVPRUHOLNHO\WKDQQRWEDVHGRQWHFKQLFDOPHULWV
WKDWWKHSRVLWLRQZLOOEHVXVWDLQHGXSRQH[DPLQDWLRQE\DWD[DWLRQDXWKRULW\3HQDOWLHVDQGLQWHUHVWUHODWHGWRLQFRPHWD[DUH
UHFRJQL]HGLQLQFRPHWD[H[SHQVH
M )LQDQFLDO,QVWUXPHQWV
L)DLU9DOXH0HDVXUHPHQWV
)LQDQFLDOLQVWUXPHQWVDUHLQLWLDOO\UHFRUGHGDWIDLUYDOXHGHILQHGDVWKHSULFHWKDWZRXOGEHUHFHLYHGWRVHOODQDVVHWRUSDLGWR
WUDQVIHU D OLDELOLW\ LQ DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWV DW WKH PHDVXUHPHQW GDWH )RU ILQDQFLDO LQVWUXPHQWV
FDUULHGDWIDLUYDOXHDQGZKHQGLVFORVLQJWKHIDLUYDOXHRIILQDQFLDOLQVWUXPHQWVRQFHUWDLQQRQILQDQFLDOLWHPVLQSXWVXVHGLQ
GHWHUPLQLQJWKHIDLUYDOXHDUHFKDUDFWHUL]HGDFFRUGLQJWRWKHIROORZLQJIDLUYDOXHKLHUDUFK\
x/HYHO±,QSXWVUHSUHVHQWTXRWHGPDUNHWSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV
x/HYHO±,QSXWVRWKHUWKDQTXRWHGPDUNHWSULFHVLQFOXGHGZLWKLQ/HYHOWKDWDUHREVHUYDEOHIRUWKHDVVHWRUOLDELOLW\HLWKHU
GLUHFWO\RULQGLUHFWO\VXFKDVTXRWHGPDUNHWSULFHVIRUVLPLODUDVVHWVRUOLDELOLWLHVLQDFWLYHPDUNHWVRURWKHUPDUNHW
FRUURERUDWHGLQSXWV
x/HYHO  ± ,QSXWV WKDW DUH QRW REVHUYDEOH IURP REMHFWLYH VRXUFHV VXFK DV IRUZDUG SULFHV VXSSRUWHG E\ OLWWOH RU QR PDUNHW
DFWLYLW\RULQWHUQDOO\GHYHORSHGHVWLPDWHVRIIXWXUHFDVKIORZVXVHGLQDSUHVHQWYDOXHPRGHO
6XEVHTXHQWPHDVXUHPHQWLVEDVHGRQFODVVLILFDWLRQRIWKHILQDQFLDOLQVWUXPHQWLQWRRQHRIWKHIROORZLQJILYHFDWHJRULHVKHOG
IRUWUDGLQJKHOGWRPDWXULW\DYDLODEOHIRUVDOHORDQVDQGUHFHLYDEOHVRURWKHUILQDQFLDOOLDELOLWLHV
LL1RQGHULYDWLYHILQDQFLDOLQVWUXPHQWV
7KHFDUU\LQJDPRXQWRIFDVKUHVWULFWHGFDVKDFFRXQWVUHFHLYDEOHLQFRPHWD[UHFHLYDEOHDFFRXQWVSD\DEOHGLYLGHQGVSD\DEOH
DQGEDQNFUHGLWIDFLOLWLHVUHSRUWHGRQWKH&RQVROLGDWHG%DODQFH6KHHWVDSSUR[LPDWHVIDLUYDOXH7KHIDLUYDOXHRIWKHVHQLRUQRWHV
DUHFRQVLGHUHGDOHYHOIDLUYDOXHPHDVXUHPHQW7KHIDLUYDOXHRIGHEWKDVEHHQGLVFORVHGLQ1RWH
LLL'HULYDWLYHILQDQFLDOLQVWUXPHQWV
(QHUSOXVHQWHUVLQWRILQDQFLDOGHULYDWLYHFRQWUDFWVLQRUGHUWRPDQDJHLWVH[SRVXUHWRPDUNHWULVNVIURPIOXFWXDWLRQVLQFRPPRGLW\
SULFHVIRUHLJQH[FKDQJHUDWHVDQGLQWHUHVWUDWHVLQWKHQRUPDOFRXUVHRIRSHUDWLRQV(QHUSOXVKDVQRWGHVLJQDWHGLWVILQDQFLDO
GHULYDWLYHFRQWUDFWVDVHIIHFWLYHDFFRXQWLQJKHGJHVDQGWKXVKDVQRWDSSOLHGKHGJHDFFRXQWLQJHYHQWKRXJKLWFRQVLGHUVPRVW
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RIWKHVHFRQWUDFWVWREHHFRQRPLFKHGJHV$VDUHVXOWDOOILQDQFLDOGHULYDWLYHFRQWUDFWVDUHFODVVLILHGDVKHOGIRUWUDGLQJDQGDUH
UHFRUGHGDWIDLUYDOXHEDVHGRQD/HYHOGHVLJQDWLRQZLWKFKDQJHVLQIDLUYDOXHUHFRUGHGLQQHWLQFRPH7KHIDLUYDOXHVRI
WKHVHGHULYDWLYHLQVWUXPHQWVDUHJHQHUDOO\EDVHGRQDQHVWLPDWHRIWKHDPRXQWVWKDWZRXOGEHSDLGRUUHFHLYHGWRVHWWOHWKHVH
LQVWUXPHQWVDWWKHEDODQFHVKHHWGDWH(QHUSOXV¶DFFRXQWLQJSROLF\LVWRQRWRIIVHWWKHIDLUYDOXHVRILWVILQDQFLDOGHULYDWLYHDVVHWV
DQGOLDELOLWLHV
5HDOL]HG JDLQV DQG ORVVHV IURP FRPPRGLW\ SULFH ULVN PDQDJHPHQW DFWLYLWLHV DUH UHFRJQL]HG LQ LQFRPH ZKHQ WKH FRQWUDFW LV
VHWWOHG8QUHDOL]HGJDLQVDQGORVVHVRQFRPPRGLW\SULFHULVNPDQDJHPHQWDFWLYLWLHVDUHUHFRJQL]HGLQLQFRPHEDVHGRQWKH
FKDQJHVLQIDLUYDOXHRIWKHFRQWUDFWVDWWKHHQGRIWKHUHVSHFWLYHUHSRUWLQJSHULRG
(QHUSOXV¶ FUXGH RLO QDWXUDO JDV DQG QDWXUDO JDV OLTXLGV SK\VLFDO GHOLYHU\ SXUFKDVH DQG VDOHV FRQWUDFWV TXDOLI\ DV QRUPDO
SXUFKDVHVDQGVDOHVDVWKH\DUHHQWHUHGLQWRDQGKHOGIRUWKHSXUSRVHRIUHFHLSWRUGHOLYHU\RISURGXFWVLQDFFRUGDQFHZLWKWKH
&RPSDQ\¶VH[SHFWHGSXUFKDVHVDOHRUXVDJHUHTXLUHPHQWV$VVXFKWKHVHFRQWUDFWVDUHQRWFRQVLGHUHGGHULYDWLYHILQDQFLDO
LQVWUXPHQWV6HWWOHPHQWVRQWKHVHSK\VLFDOFRQWUDFWVDUHUHFRJQL]HGLQQHWLQFRPHRYHUWKHWHUPRIWKHFRQWUDFWVDVWKH\RFFXU
N )RUHLJQ&XUUHQF\
L)RUHLJQFXUUHQF\WUDQVDFWLRQV
7UDQVDFWLRQVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVDUHWUDQVODWHGWR&DQDGLDQGROODUVXVLQJWKHH[FKDQJHUDWHSUHYDLOLQJDWWKH
GDWH RI WKH WUDQVDFWLRQ 0RQHWDU\ DVVHWV DQG OLDELOLWLHV GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DUH WUDQVODWHG WR &DQDGLDQ GROODUV
XVLQJWKHUDWHRIH[FKDQJHLQHIIHFWDWWKHEDODQFHVKHHWGDWHZKHUHDVQRQPRQHWDU\DVVHWVDQGOLDELOLWLHVDUHWUDQVODWHGDWWKH
KLVWRULFDO UDWH RI H[FKDQJH LQ HIIHFW RQ WKH GDWH RI WKH WUDQVDFWLRQ )RUHLJQ FXUUHQF\ GLIIHUHQFHV DULVLQJ RQ WUDQVODWLRQ DUH
UHFRJQL]HGLQQHWLQFRPHLQWKHSHULRGLQZKLFKWKH\DULVH
LL)RUHLJQRSHUDWLRQV
$VVHWV DQG OLDELOLWLHV RI (QHUSOXV¶ 86 RSHUDWLRQV ZKLFK KDV D 86 GROODU IXQFWLRQDO FXUUHQF\ DUH WUDQVODWHG LQWR &DQDGLDQ
GROODUVDWSHULRGHQGH[FKDQJHUDWHVZKLOHUHYHQXHVDQGH[SHQVHVDUHWUDQVODWHGXVLQJDYHUDJHUDWHVIRUWKHSHULRG*DLQVDQG
ORVVHVIURPWKHWUDQVODWLRQDUHGHIHUUHGDQGLQFOXGHGLQWKHFXPXODWLYHWUDQVODWLRQDGMXVWPHQWZKLFKLVUHFRUGHGLQDFFXPXODWHG
RWKHUFRPSUHKHQVLYHLQFRPH
O 6KDUH%DVHG&RPSHQVDWLRQ
(QHUSOXV¶VKDUHEDVHGFRPSHQVDWLRQSODQVLQFOXGHLWVHTXLW\VHWWOHG5HVWULFWHG6KDUH8QLW ³568´ DQG3HUIRUPDQFH6KDUH8QLW
³368´ SODQV7KH&RPSDQ\LVDXWKRUL]HGWRLVVXHXSWRRIRXWVWDQGLQJFRPPRQVKDUHVIURPWUHDVXU\LQUHODWLRQWRWKHVH
SODQV(QHUSOXV¶6WRFN2SWLRQ3ODQZDVVXVSHQGHGLQDQGLVQRZFORVHG(QHUSOXVDOVRKDVFHUWDLQFDVKVHWWOHGSODQV
LQFOXGLQJLWV'HIHUUHG6KDUH8QLW ³'68´ SODQVDQGSUHYLRXVFDVKVHWWOHG568DQG368SODQV7KHILQDOFDVKVHWWOHG368DQG
568JUDQWVZHUHSDLGLQDQGUHVSHFWLYHO\
L568368DQG'68SODQV
8QGHU(QHUSOXV¶568SODQHPSOR\HHVUHFHLYHFRPSHQVDWLRQLQUHODWLRQWRWKHYDOXHRIDVSHFLILHGQXPEHURIXQGHUO\LQJQRWLRQDO
VKDUHV7KHQXPEHURIQRWLRQDOVKDUHVDZDUGHGYDULHVE\LQGLYLGXDODQGYHVWVRQHWKLUGHDFK\HDUIRUWKUHH\HDUV7KHYDOXH
XSRQYHVWLQJLVEDVHGRQWKHYDOXHRIWKHXQGHUO\LQJQRWLRQDOVKDUHVSOXVQRWLRQDODFFUXHGGLYLGHQGVRYHUWKHYHVWLQJSHULRG
8QGHU(QHUSOXV¶368SODQH[HFXWLYHVDQGPDQDJHPHQWUHFHLYHFRPSHQVDWLRQLQUHODWLRQWRWKHYDOXHRIDVSHFLILHGQXPEHURI
XQGHUO\LQJQRWLRQDOVKDUHV7KHQXPEHURIQRWLRQDOVKDUHVDZDUGHGYDULHVE\LQGLYLGXDODQGWKH\YHVWDWWKHHQGRIWKUHH\HDUV
7KHYDOXHXSRQYHVWLQJLVEDVHGRQYDOXHRIWKHXQGHUO\LQJVKDUHVSOXVQRWLRQDODFFUXHGGLYLGHQGVDORQJZLWKDPXOWLSOLHUWKDW
UDQJHVIURPWRGHSHQGLQJRQ(QHUSOXV¶SHUIRUPDQFHFRPSDUHGWRWKH76;RLODQGJDVLQGH[RYHUWKHYHVWLQJSHULRG
8QGHU(QHUSOXV¶'68SODQGLUHFWRUVUHFHLYHFRPSHQVDWLRQLQUHODWLRQWRWKHYDOXHRIDVSHFLILHGQXPEHURIXQGHUO\LQJQRWLRQDO
VKDUHV7KHQXPEHURIQRWLRQDOVKDUHVDZDUGHGLVEDVHGRQWKHDQQXDOUHWDLQHUYDOXHDQGWKH\YHVWXSRQWKHGLUHFWRUOHDYLQJ
WKH%RDUG7KHYDOXHXSRQYHVWLQJLVEDVHGRQWKHYDOXHRIWKHXQGHUO\LQJQRWLRQDOVKDUHVSOXVQRWLRQDODFFUXHGGLYLGHQGVRYHU
WKHYHVWLQJSHULRG$OO'68JUDQWVDUHVHWWOHGLQFDVK
(QHUSOXV UHFRJQL]HV QRQFDVK VKDUHEDVHG FRPSHQVDWLRQ H[SHQVH RYHU WKH YHVWLQJ SHULRG RI WKH HTXLW\VHWWOHG ORQJWHUP
LQFHQWLYH SODQV QHW RI IRUIHLWXUHV EDVHG RQ WKH HVWLPDWHG JUDQW GDWH IDLU YDOXH RI WKH UHVSHFWLYH DZDUGV  6KDUHEDVHG
FRPSHQVDWLRQFKDUJHVDUHUHFRUGHGRQWKH&RQVROLGDWHG6WDWHPHQWVRI,QFRPH /RVV ZLWKDQRIIVHWWRSDLGLQFDSLWDO(DFK
SHULRGPDQDJHPHQWSHUIRUPVDQHVWLPDWHRIWKH368SODQPXOWLSOLHU$Q\GLIIHUHQFHVWKDWDULVHEHWZHHQWKHDFWXDOPXOWLSOLHU
RQ SODQ VHWWOHPHQW DQG PDQDJHPHQW¶V HVWLPDWH LV UHFRUGHG WR VKDUHEDVHG FRPSHQVDWLRQ  2Q VHWWOHPHQW RI WKHVH SODQV
DPRXQWVSUHYLRXVO\UHFRUGHGWRSDLGLQFDSLWDODUHUHFODVVLILHGWRVKDUHFDSLWDO
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(QHUSOXVUHFRJQL]HVDOLDELOLW\LQUHVSHFWRILWVFDVKVHWWOHGORQJWHUPLQFHQWLYHSODQVEDVHGRQWKHLUHVWLPDWHGIDLUYDOXH7KH
OLDELOLW\LVUHPHDVXUHGDWHDFKUHSRUWLQJGDWHDQGDWVHWWOHPHQWGDWHZLWKDQ\FKDQJHVLQWKHIDLUYDOXHUHFRUGHGDVVKDUHEDVHG
FRPSHQVDWLRQLQFOXGHGLQJHQHUDODQGDGPLQLVWUDWLYHH[SHQVH
LL6WRFNRSWLRQV
(QHUSOXV¶6WRFN2SWLRQ3ODQZDVVXVSHQGHGLQDQGLVQRZFORVHG$OORSWLRQVRXWVWDQGLQJXQGHUWKHSODQDUHIXOO\YHVWHG
DQGWKHH[SHQVHKDVEHHQIXOO\UHFRJQL]HG8QGHUWKHSODQHPSOR\HHVZHUHJUDQWHGRSWLRQVWRSXUFKDVHFRPPRQVKDUHVRI
WKH&RPSDQ\DWDQH[HUFLVHSULFHHTXDOWRWKHPDUNHWYDOXHRIWKHFRPPRQVKDUHVRQWKHGDWHWKHRSWLRQVDUHJUDQWHG2SWLRQV
JUDQWHGZHUHH[HUFLVDEOHLQWKLUGVRYHUWKHWKUHH\HDUYHVWLQJVFKHGXOHDQGH[SLUHVHYHQ\HDUVDIWHUWKHGDWHWKHRSWLRQVDUH
JUDQWHG(QHUSOXVXVHGWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHOWRFDOFXODWHWKHJUDQWGDWHIDLUYDOXHRIVWRFNRSWLRQVJUDQWHG
XQGHUWKH&RPSDQ\¶V6WRFN2SWLRQ3ODQ7KLVDPRXQWZDVFKDUJHGWRHDUQLQJVDVVKDUHEDVHGFRPSHQVDWLRQRYHUWKHYHVWLQJ
SHULRGRIWKHRSWLRQVZLWKDFRUUHVSRQGLQJLQFUHDVHLQSDLGLQFDSLWDO:KHQRSWLRQVDUHH[HUFLVHGWKHSURFHHGVWRJHWKHUZLWK
WKHDPRXQWUHFRUGHGLQSDLGLQFDSLWDODUHUHFRUGHGWRVKDUHFDSLWDO
P 1HW,QFRPH3HU6KDUH
%DVLFQHWLQFRPHSHUFRPPRQVKDUHLVFRPSXWHGE\GLYLGLQJQHWLQFRPHE\WKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHV
RXWVWDQGLQJGXULQJWKHSHULRG
)RUWKHGLOXWHGQHWLQFRPHSHUFRPPRQVKDUHFDOFXODWLRQWKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJLVDGMXVWHGIRU
WKHSRWHQWLDOQXPEHURIVKDUHVZKLFKPD\KDYHDGLOXWLYHHIIHFWRQQHWLQFRPH7KHZHLJKWHGDYHUDJHQXPEHURIGLOXWHGVKDUHV
LVFDOFXODWHGLQDFFRUGDQFHZLWKWKHWUHDVXU\VWRFNPHWKRGZKLFKDVVXPHVWKDWWKHSURFHHGVUHFHLYHGIURPWKHH[HUFLVHRIDOO
VWRFNRSWLRQVDQGRXWVWDQGLQJ568¶VDQG368¶VZRXOGEHXVHGWRUHSXUFKDVHFRPPRQVKDUHVDWWKHDYHUDJHPDUNHWSULFH
Q &RQWLQJHQFLHV
/LDELOLWLHVIRUORVVFRQWLQJHQFLHVDULVLQJIURPFODLPVDVVHVVPHQWVOLWLJDWLRQHQYLURQPHQWDODQGRWKHUVRXUFHVDUHUHFRJQL]HG
ZKHQLWLVSUREDEOHWKDWDOLDELOLW\KDVEHHQLQFXUUHGDQGWKHDPRXQWFDQEHUHDVRQDEO\HVWLPDWHG&RQWLQJHQFLHVDUHDGMXVWHG
DVDGGLWLRQDOLQIRUPDWLRQEHFRPHVDYDLODEOHRUFLUFXPVWDQFHVFKDQJH
R $FFRXQWLQJ&KDQJHVDQG5HFHQW3URQRXQFHPHQWV,VVXHG
L5HFHQWO\DGRSWHGDFFRXQWLQJVWDQGDUGV
(IIHFWLYHLQ(QHUSOXVDGRSWHGWKHIROORZLQJ$FFRXQWLQJ6WDQGDUGV8SGDWHV ³$68´ LVVXHGE\WKH)LQDQFLDO$FFRXQWLQJ
6WDQGDUGV%RDUG ³)$6%´ 
x
x

$68Statement of Cash Flows (Topic 230): Restricted Cash 
$68  Compensation – Stock Compensation (Topic 718): Improvements to Employee Share-Based Payment
Accounting

7KHDGRSWLRQRI$68GLGQRWKDYHDPDWHULDOLPSDFWRQ(QHUSOXV¶&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV$VDUHVXOWRI
WKHDGRSWLRQRI$68UHVWULFWHGFDVKRIPLOOLRQDW'HFHPEHUKDVEHHQLQFOXGHGLQFDVKDQGFDVK
HTXLYDOHQWVRQWKH&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV3ULRUWRDGRSWLRQFKDQJHVLQUHVWULFWHGFDVKZHUHLQFOXGHGLQ
LQYHVWLQJDFWLYLWLHV(QHUSOXV¶&RQVROLGDWHG6WDWHPHQWRI&DVK)ORZVZDVUHVWDWHGDVUHTXLUHGWRUHIOHFWWKLVFKDQJHLQ
SUHVHQWDWLRQ

LL)XWXUHDFFRXQWLQJFKDQJHV
,Q IXWXUH DFFRXQWLQJ SHULRGV WKH &RPSDQ\ ZLOO DGRSW WKH IROORZLQJ $FFRXQWLQJ 6WDQGDUGV 8SGDWHV ³$68´  LVVXHG E\ WKH
)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG ³)$6%´ 
,Q0D\WKH)$6%LVVXHG$68Revenue from Contracts with Customers (Topic 606), ZKLFKUHTXLUHVHQWLWLHVWR
UHFRJQL]HUHYHQXHRQWKHWUDQVIHURISURPLVHGJRRGVRUVHUYLFHVWRFXVWRPHUVLQDQDPRXQWWKDWUHIOHFWVWKHFRQVLGHUDWLRQWKH
HQWLW\H[SHFWVWREHHQWLWOHGWRLQH[FKDQJHIRUWKRVHJRRGVRUVHUYLFHV7KHQHZVWDQGDUGDOVRZLOOUHTXLUHH[SDQGHGGLVFORVXUHV
UHJDUGLQJWKHQDWXUHDPRXQWWLPLQJDQGFHUWDLQW\RIUHYHQXHDQGFDVKIORZVIURPFRQWUDFWVZLWKFXVWRPHUV7KH)$6%IXUWKHU
LVVXHG VHYHUDO $68V LQ  ZKLFK SURYLGH FODULILFDWLRQ RQ LPSOHPHQWDWLRQ RI WKH DPHQGHG VWDQGDUG WHFKQLFDO FRUUHFWLRQV
LPSURYHPHQWV DQG SUDFWLFDO H[SHGLHQWV WKDW FDQ EH DSSOLHG XQGHU FHUWDLQ FLUFXPVWDQFHV 7KH JXLGDQFH LQ 7RSLF  DV
DPHQGHGZLOOEHHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU'HFHPEHUDQGZLOOEHDGRSWHGE\(QHUSOXVRQ
-DQXDU\XVLQJWKHPRGLILHGUHWURVSHFWLYHPHWKRG(QHUSOXVKDVFRPSOHWHGLWVUHYLHZRIVDOHVFRQWUDFWVZLWKFXVWRPHUV
DQG KDV QRW LGHQWLILHG DQ\ PDWHULDO LPSDFW WR WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV RWKHU WKDQ HQKDQFHG GLVFORVXUHV 7KH
&RPSDQ\FRQWLQXHVWRDGGUHVVDQ\SURFHVVFKDQJHVQHFHVVDU\WRFRPSLOHWKHLQIRUPDWLRQWRPHHWWKHDGGLWLRQDOQRWHGLVFORVXUH
UHTXLUHPHQWVRIWKHQHZVWDQGDUGLQFOXGLQJWKHUHYLHZRIQHZVDOHVFRQWUDFWVHQWHUHGLQWRDIWHUWKHGDWHRIDGRSWLRQ
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,Q)HEUXDU\WKH)$6%LVVXHG$68Leases (Topic 842). 7KH$68LQWURGXFHGDOHVVHHDFFRXQWLQJPRGHOWKDW
UHTXLUHV OHVVHHV WR UHFRJQL]H D ULJKWRIXVH DVVHW DQG UHODWHG OHDVH OLDELOLW\ RQ WKH EDODQFH VKHHW IRU DOO OHDVHV LQFOXGLQJ
RSHUDWLQJOHDVHV7KHVWDQGDUGGRHVQRWDSSO\WRRLODQGJDVH[SORUDWLRQULJKWVLQWDQJLEOHDVVHWVRULQYHQWRU\7KHQHZVWDQGDUG
DOVRH[SDQGVGLVFORVXUHVUHODWHGWRWKHDPRXQWWLPLQJDQGXQFHUWDLQW\RIFDVKIORZVDULVLQJIURPOHDVHV7KHVWDQGDUGZLOOEH
DSSOLHGXVLQJDPRGLILHGUHWURVSHFWLYHDSSURDFKDQGSURYLGHVIRUFHUWDLQSUDFWLFDOH[SHGLHQWVDWWKHGDWHRIDGRSWLRQ7KH$68
LVHIIHFWLYH-DQXDU\(QHUSOXVGRHVQRWH[SHFWWRHDUO\DGRSWWKHVWDQGDUG7KH&RPSDQ\LVFXUUHQWO\UHYLHZLQJH[LVWLQJ
FRQWUDFWVWRGHWHUPLQHWKHLPSDFWWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVRIDGRSWLQJWKHQHZVWDQGDUG7KH&RPSDQ\LVDOVR
DGGUHVVLQJ V\VWHP DQG SURFHVV FKDQJHV QHFHVVDU\ WR FRPSLOH WKH LQIRUPDWLRQ WR PHHW WKH UHFRJQLWLRQ DQG GLVFORVXUH
UHTXLUHPHQWVRIWKHQHZVWDQGDUG

,Q-XQHWKH)$6%LVVXHG$68Financial Instruments – Credit Losses (Topic 326)7KH$68VLJQLILFDQWO\FKDQJHV
KRZHQWLWLHVPHDVXUHFUHGLWORVVHVIRUPRVWILQDQFLDODVVHWVDQGFHUWDLQRWKHULQVWUXPHQWVWKDWDUHQRWPHDVXUHGDWIDLUYDOXH
WKURXJKQHWLQFRPH7KHQHZJXLGDQFHDPHQGVWKHLPSDLUPHQWPRGHO RIILQDQFLDOLQVWUXPHQWVEDVLQJLWRQ H[SHFWHGORVVHV
UDWKHUWKDQLQFXUUHGORVVHV7KHVHH[SHFWHGFUHGLWORVVHVZLOOEHUHFRJQL]HGDVDQDOORZDQFHUDWKHUWKDQDGLUHFWZULWHGRZQRI
WKHDPRUWL]HGFRVWEDVLV7KHQHZJXLGDQFHLVHIIHFWLYH-DQXDU\DQG ZLOOEHDSSOLHGXVLQJDPRGLILHGUHWURVSHFWLYH
DSSURDFK(QHUSOXVGRHVQRWH[SHFWWRHDUO\DGRSWWKHVWDQGDUGDQGFRQWLQXHVWRDVVHVVWKHLPSDFWWRWKH&RQVROLGDWHG)LQDQFLDO
6WDWHPHQWV

,Q-DQXDU\WKH)$6%LVVXHG$68Intangibles – Goodwill and Other: Simplifying the Test for Goodwill Impairment
(Topic 350)7KLVVWDQGDUGHOLPLQDWHV6WHSRIWKHJRRGZLOOLPSDLUPHQWWHVWDQGUHTXLUHVDJRRGZLOOLPSDLUPHQWFKDUJHIRUWKH
DPRXQWWKDWWKHFDUU\LQJDPRXQWRIWKHUHSRUWLQJXQLWH[FHHGVWKHUHSRUWLQJXQLW¶VIDLUYDOXH7KHXSGDWHGJXLGDQFHLVHIIHFWLYH
-DQXDU\DQGZLOOEHDSSOLHGSURVSHFWLYHO\(QHUSOXVGRHVQRWH[SHFWWRHDUO\DGRSWWKHVWDQGDUG7KHDPHQGHGVWDQGDUG
PD\DIIHFWJRRGZLOOLPSDLUPHQWWHVWVSDVWWKHDGRSWLRQGDWHWKHLPSDFWRIZKLFKLVQRWNQRZQ

,Q$XJXVWWKH)$6%LVVXHG$68Derivatives and Hedging (Topic 815), PDNLQJPRUHKHGJLQJVWUDWHJLHVHOLJLEOH
IRU KHGJH DFFRXQWLQJ 7KH QHZ JXLGDQFH LV HIIHFWLYH -DQXDU\   DQG ZLOO EH DSSOLHG SURVSHFWLYHO\ +HGJH DFFRXQWLQJ
FRQWLQXHVWREHDQHOHFWLYHDFFRXQWLQJSROLF\FKRLFH(QHUSOXVGRHVQRWFXUUHQWO\DSSO\KHGJHDFFRXQWLQJ(QHUSOXVLVFXUUHQWO\
DVVHVVLQJ WKH LPSDFW $68  ZRXOG KDYH RQ WKH &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWV VKRXOG LW HOHFW WR DSSO\ KHGJH
DFFRXQWLQJ
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'HFHPEHU'HFHPEHU

$FFUXHGUHYHQXH
$FFRXQWVUHFHLYDEOHWUDGH
&XUUHQWLQFRPHWD[UHFHLYDEOH
$OORZDQFHIRUGRXEWIXODFFRXQWV
7RWDODFFRXQWVUHFHLYDEOHQHWRIDOORZDQFHIRUGRXEWIXODFFRXQWV
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$FTXLVLWLRQV






















 $FFXPXODWHG'HSOHWLRQ

'HSUHFLDWLRQ 
&RVW
DQG,PSDLUPHQW 

 


 





  
  
  



1HW%RRN9DOXH









)RU WKH \HDUV HQGHG 'HFHPEHU   DQG  (QHUSOXV DFTXLUHG SURSHUW\ DQG ODQG WRWDOLQJ  PLOOLRQ DQG 
PLOOLRQUHVSHFWLYHO\)RUWKH\HDUHQGHG'HFHPEHUDFTXLVLWLRQVLQFOXGHGWKHSXUFKDVHRIDVVHWVLQ$QWH&UHHNLQ1:
$OEHUWDIRUPLOOLRQ
'LYHVWPHQWV
)RUWKH\HDUVHQGHG'HFHPEHUDQG(QHUSOXVGLVSRVHGRISURSHUWLHVIRUSURFHHGVRIPLOOLRQDQG
PLOOLRQ UHVSHFWLYHO\ &HUWDLQ DVVHW GLYHVWPHQWV PD\ UHVXOW LQ JDLQV LI WKH GLYHVWPHQWV FDXVH D VLJQLILFDQW DOWHUDWLRQ LQ WKH
UHODWLRQVKLSEHWZHHQWKHFRVWFHQWUH¶VFDSLWDOL]HGFRVWVDQGSURYHGUHVHUYHV'XULQJDQG(QHUSOXVUHFRJQL]HGJDLQV
RQDVVHWGLYHVWPHQWVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
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2LODQGQDWXUDOJDVSURSHUWLHV
&DQDGDFRVWFHQWUH
86FRVWFHQWUH
7RWDOLPSDLUPHQWH[SHQVH
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7KHUHZDVQRLPSDLUPHQWUHFRUGHGIRUWKH\HDUHQGHG'HFHPEHU7KHLPSDLUPHQWVIRUWKH\HDUVHQGHG'HFHPEHU
DQGZHUHGXHWRORZHUPRQWKDYHUDJHWUDLOLQJFUXGHRLODQGQDWXUDOJDVSULFHV
7KHIROORZLQJWDEOHRXWOLQHVWKHPRQWKDYHUDJHWUDLOLQJEHQFKPDUNSULFHVDQGH[FKDQJHUDWHVXVHGLQ(QHUSOXV¶FHLOLQJWHVW
DVDW'HFHPEHUDQG






3HULRG

 
 


$(&21DWXUDO
 :7,&UXGH2LO
([FKDQJH5DWH
(GP/LJKW&UXGH
86+HQU\+XE*DV
*DV6SRW

86EEO
86&'1

&'1EEO
860FI
&'10FI











 
 
 



























































E *RRGZLOO,PSDLUPHQW
*RRGZLOOLPSDLUPHQWWHVWLQJLVSHUIRUPHGDQQXDOO\RUPRUHIUHTXHQWO\LIHYHQWVRUFKDQJHVLQFLUFXPVWDQFHVLQGLFDWHWKDWJRRGZLOO
PD\EHLPSDLUHG(QHUSOXV¶DQQXDOJRRGZLOOLPSDLUPHQWDVVHVVPHQWDVDW'HFHPEHUDQG'HFHPEHULQGLFDWHG
QRLPSDLUPHQW
7KHUHZHUHQRDGGLWLRQVRULPSDLUPHQWVWRJRRGZLOOIRUWKH\HDUHQGHG'HFHPEHURUWKHFRPSDUDWLYH\HDUV
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WKRXVDQGV 

$FFUXHGSD\DEOHV
$FFRXQWVSD\DEOHWUDGH
7RWDODFFRXQWVSD\DEOH











'HFHPEHU'HFHPEHU
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WKRXVDQGV 
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6HQLRUQRWHV

/RQJWHUP
%DQNFUHGLWIDFLOLW\
6HQLRUQRWHV
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%DQN&UHGLW)DFLOLW\
(QHUSOXVKDVDVHQLRUXQVHFXUHGFRYHQDQWEDVHGPLOOLRQEDQNFUHGLWIDFLOLW\WKDWPDWXUHVRQ2FWREHU'UDZQ
IHHV UDQJH EHWZHHQ  DQG  EDVLV SRLQWV RYHU EDQNHUV¶ DFFHSWDQFH UDWHV 6WDQGE\ IHHV RQ WKH XQGUDZQ SRUWLRQ RI WKH
IDFLOLW\DUHEDVHGRQRIWKHGUDZQSULFLQJ7KH&RPSDQ\KDVWKHDELOLW\WRUHTXHVWDQH[WHQVLRQRIWKHIDFLOLW\RUUHSD\WKH
HQWLUHEDODQFHDWWKHHQGRIWKHWHUP$W'HFHPEHU(QHUSOXVZDVIXOO\XQGUDZQRQWKHIDFLOLW\ 'HFHPEHU
PLOOLRQGUDZQ 'XULQJDIHHRIPLOOLRQ PLOOLRQPLOOLRQ ZDVSDLGWRH[WHQGWKHIDFLOLW\
6HQLRU1RWHV
'XULQJ  (QHUSOXV PDGH D SULQFLSDO UHSD\PHQW RI 86 PLOOLRQ RQ LWV  VHQLRU QRWHV 'XULQJ  (QHUSOXV
UHSXUFKDVHG86PLOOLRQLQRXWVWDQGLQJVHQLRUQRWHVDWDGLVFRXQWUHVXOWLQJLQJDLQVRIPLOOLRQ
7KHWHUPVDQGUDWHVRIWKH&RPSDQ\¶VRXWVWDQGLQJVHQLRUQRWHVDUHGHWDLOHGEHORZ






,VVXH'DWH
6HSWHPEHU

0D\
0D\
0D\
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HTXDODQQXDOLQVWDOOPHQWV
 
EHJLQQLQJ-XQH





-XQH


























2ULJLQDO 5HPDLQLQJ &'1&DUU\LQJ
9DOXH
3ULQFLSDO
3ULQFLSDO
WKRXVDQGV 
WKRXVDQGV  WKRXVDQGV 


86
86
&'1 &'1
86 86
86 86








86

86





7RWDOFDUU\LQJYDOXH








 $66(75(7,5(0(172%/,*$7,21




WKRXVDQGV 

%DODQFHEHJLQQLQJRI\HDU
&KDQJHLQHVWLPDWHV
3URSHUW\DFTXLVLWLRQDQGGHYHORSPHQWDFWLYLW\
'LYHVWPHQWV
6HWWOHPHQWV
$FFUHWLRQH[SHQVH
%DODQFHHQGRI\HDU











'HFHPEHU'HFHPEHU




















  
  














 
 




(QHUSOXVKDVHVWLPDWHGWKHSUHVHQWYDOXHRILWVDVVHWUHWLUHPHQWREOLJDWLRQWREHPLOOLRQDW'HFHPEHUEDVHGRQ
DWRWDOXQGLVFRXQWHGOLDELOLW\RIPLOOLRQ 'HFHPEHUPLOOLRQDQGPLOOLRQUHVSHFWLYHO\ 7KHDVVHW
UHWLUHPHQW REOLJDWLRQ ZDV FDOFXODWHG XVLQJ D ZHLJKWHG FUHGLWDGMXVWHG ULVNIUHH UDWH RI  DQG LQIODWLRQ UDWH RI 
'HFHPEHU±DQGUHVSHFWLYHO\ 7KHPDMRULW\RI(QHUSOXV¶DVVHWUHWLUHPHQWREOLJDWLRQH[SHQGLWXUHVDUH
H[SHFWHGWREHLQFXUUHGEHWZHHQDQG
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 2,/$1'1$785$/*$66$/(6




WKRXVDQGV 

2LODQGQDWXUDOJDVVDOHV
5R\DOWLHV  
2LODQGQDWXUDOJDVVDOHVQHWRIUR\DOWLHV
























  
    
  

 
   
 




  
 

5R\DOWLHVDERYHGRQRWLQFOXGHSURGXFWLRQWD[HVZKLFKDUHUHSRUWHGVHSDUDWHO\RQWKH&RQVROLGDWHG6WDWHPHQWVRI,QFRPH /RVV 



 *(1(5$/$1'$'0,1,675$7,9((;3(16(




WKRXVDQGV 

*HQHUDODQGDGPLQLVWUDWLYHH[SHQVH
6KDUHEDVHGFRPSHQVDWLRQH[SHQVH  
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVH















 

 

 





 

 
 
 



  
  
  





,QFOXGHVFDVKDQGQRQFDVKVKDUHEDVHGFRPSHQVDWLRQ




 )25(,*1(;&+$1*(






WKRXVDQGV 







5HDOL]HG
)RUHLJQH[FKDQJH JDLQ ORVV
7UDQVODWLRQRI86GROODUFDVKKHOGLQ&DQDGD
8QUHDOL]HG
7UDQVODWLRQRI86GROODUGHEWDQGZRUNLQJFDSLWDO JDLQ ORVV
)RUHLJQH[FKDQJHVZDS JDLQ ORVV
)RUHLJQH[FKDQJH JDLQ ORVV









 



 
 
 





  
²
  


















²

  
²
  




  
²

 
 
 





 ,1&20(7$;(6
(QHUSOXV¶SURYLVLRQIRULQFRPHWD[LVDVIROORZV




WKRXVDQGV 

&XUUHQWWD[H[SHQVH UHFRYHU\ 
&DQDGD
8QLWHG6WDWHV
&XUUHQWWD[H[SHQVH UHFRYHU\ 
'HIHUUHGWD[H[SHQVH UHFRYHU\ 
&DQDGD
8QLWHG6WDWHV
'HIHUUHGWD[H[SHQVH UHFRYHU\ 
,QFRPHWD[H[SHQVH UHFRYHU\ 















 



 
 



 
 

 





 




   
  
   
  
  
  



   
  
    

  
    





 
  
 

  
  
 
  



7KHIROORZLQJSURYLGHVDUHFRQFLOLDWLRQRILQFRPHWD[HVFDOFXODWHGDWWKH&DQDGLDQVWDWXWRU\UDWHWRWKHDFWXDOLQFRPHWD[HV




WKRXVDQGV 











 







,QFRPH ORVV EHIRUHWD[HV
&DQDGD
8QLWHG6WDWHV
7RWDOLQFRPH ORVV EHIRUHWD[HV
&DQDGLDQVWDWXWRU\UDWH
([SHFWHGLQFRPHWD[H[SHQVH UHFRYHU\ 
,PSDFWRQWD[HVUHVXOWLQJIURP
&KDQJHLQYDOXDWLRQDOORZDQFH




  






 




    



 
 

 
 


  

)RUHLJQDQGVWDWXWRU\UDWHGLIIHUHQFHV
1RQWD[DEOHFDSLWDO JDLQV ORVVHV
6KDUHEDVHGFRPSHQVDWLRQ
2WKHU
,QFRPHWD[H[SHQVH UHFRYHU\ 
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'HIHUUHGLQFRPHWD[DVVHWFRQVLVWVRIWKHIROORZLQJWHPSRUDU\GLIIHUHQFHV




$VDW'HFHPEHU WKRXVDQGV 





'HIHUUHGLQFRPHWD[DVVHWV
3URSHUW\SODQWDQGHTXLSPHQW
7D[ORVVFDUU\IRUZDUGVDQGRWKHUFUHGLWV
&DSLWDOORVVFDUU\IRUZDUGVDQGRWKHUFDSLWDOLWHPV
$VVHWUHWLUHPHQWREOLJDWLRQ
'HULYDWLYHILQDQFLDODVVHWVDQGOLDELOLWLHV
2WKHUDVVHWV
'HIHUUHGLQFRPHWD[DVVHWEHIRUHYDOXDWLRQDOORZDQFH
9DOXDWLRQDOORZDQFH
'HIHUUHGLQFRPHWD[DVVHW




















 

 

 
 










   
 



 
 
 








 
  
 


)RU WKH \HDU HQGHG 'HFHPEHU   GXH WR WKH HQDFWPHQW RI WKH 86 7D[ &XWV DQG -REV $FW RQ 'HFHPEHU  
(QHUSOXVUHFRUGHGPLOOLRQLQGHIHUUHGLQFRPHWD[H[SHQVHUHVXOWLQJIURPWKHUHPHDVXUHPHQWRIWKH86GHIHUUHGLQFRPH
WD[DVVHWVIRUWKH86IHGHUDOLQFRPHWD[UDWHUHGXFWLRQIURPWRRIIVHWE\WKHUHYHUVDORIWKHYDOXDWLRQDOORZDQFH
SUHYLRXVO\UHFRUGHGRQWKH$07FUHGLWFDUU\RYHUV
$VRI'HFHPEHUPLOOLRQZDVUHFODVVLILHGIURPGHIHUUHGLQFRPHWD[DVVHWWRLQFRPHWD[UHFHLYDEOHIRUWKH$07
UHIXQGH[SHFWHGWREHUHDOL]HGLQ 'HFHPEHUQLO 
/RVVFDUU\IRUZDUGVDQGWD[FUHGLWVDYDLODEOHIRUWD[UHSRUWLQJSXUSRVHV




$VDW'HFHPEHU WKRXVDQGV 





&DQDGD
&DSLWDOORVVHV
1RQFDSLWDOORVVHV
8QLWHG6WDWHV
1HWRSHUDWLQJORVVHV
$OWHUQDWLYHPLQLPXPWD[FUHGLWV














 

([SLUDWLRQ'DWH


 

,QGHILQLWH
 


 
 

  5HFRYHUDEOH


&KDQJHVLQWKHEDODQFHRI(QHUSOXV XQUHFRJQL]HGWD[EHQHILWVDUHDVIROORZV




WKRXVDQGV 

%DODQFHEHJLQQLQJRI\HDU
,QFUHDVH GHFUHDVH IRUWD[SRVLWLRQVRISULRU\HDUV
6HWWOHPHQWV
%DODQFHHQGRI\HDU















 

  
 
²
 
²
  



 





   

²  
 
      
   

,IUHFRJQL]HGDOORI(QHUSOXV XQUHFRJQL]HGWD[EHQHILWVDVDW'HFHPEHUZRXOGDIIHFW(QHUSOXV HIIHFWLYHLQFRPHWD[
UDWH,WLVQRWDQWLFLSDWHGWKDWWKHDPRXQWRIXQUHFRJQL]HGWD[EHQHILWVZLOOVLJQLILFDQWO\FKDQJHGXULQJWKHQH[WPRQWKV
$VXPPDU\RIWKHWD[DWLRQ\HDUVE\MXULVGLFWLRQWKDWUHPDLQVXEMHFWWRH[DPLQDWLRQE\WKHWD[DWLRQDXWKRULWLHVDUHDVIROORZV




-XULVGLFWLRQ

 7D[DWLRQ<HDUV



&DQDGD)HGHUDO 3URYLQFLDO
8QLWHG6WDWHV)HGHUDO 6WDWH

 



(QHUSOXV DQG LWV VXEVLGLDULHV ILOH LQFRPH WD[ UHWXUQV SULPDULO\ LQ &DQDGD DQG WKH 8QLWHG 6WDWHV 0DWWHUV LQ GLVSXWH ZLWK WKH
WD[DWLRQDXWKRULWLHVDUHRQJRLQJDQGLQYDULRXVVWDJHVRIFRPSOHWLRQ
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 6+$5(+2/'(56¶(48,7<
D 6KDUH&DSLWDO














$XWKRUL]HGXQOLPLWHGQXPEHURIFRPPRQVKDUHV
 6KDUHV 
,VVXHG WKRXVDQGV 

%DODQFHEHJLQQLQJRI\HDU
 
,VVXHGIRUFDVK
 

3XEOLFRIIHULQJ

²
²
6KDUHLVVXHFRVWV QHWRIWD[RI  
6WRFN2SWLRQ3ODQ

²

1RQFDVK
 
6KDUHEDVHGFRPSHQVDWLRQVHWWOHG


6WRFN2SWLRQ3ODQH[HUFLVHG

²
%DODQFHHQGRI\HDU
 













$PRXQW



 6KDUHV 





²

²

²


 
²












²
²



²








$PRXQW







 6KDUHV 




 
  

²




²





²
²




²


$PRXQW




²
²



 



7KH&RPSDQ\LVDXWKRUL]HGWRLVVXHDQXQOLPLWHGQXPEHURIFRPPRQVKDUHVZLWKRXWSDUYDOXH
)RUWKH\HDUHQGHG'HFHPEHU(QHUSOXVGHFODUHGGLYLGHQGVRISHU ZHLJKWHGDYHUDJHFRPPRQVKDUHWRWDOLQJ
PLOOLRQ 'HFHPEHUSHUVKDUHDQGPLOOLRQ'HFHPEHUSHUVKDUHDQGPLOOLRQ 
E 6KDUHEDVHG&RPSHQVDWLRQ
7KHIROORZLQJWDEOHVXPPDUL]HV(QHUSOXV VKDUHEDVHGFRPSHQVDWLRQH[SHQVHZKLFKLVLQFOXGHGLQ*HQHUDODQG$GPLQLVWUDWLYH
H[SHQVHRQWKH&RQVROLGDWHG6WDWHPHQWVRI,QFRPH /RVV 




WKRXVDQGV 















 





 



&DVK
/RQJWHUPLQFHQWLYHSODQVH[SHQVH
1RQ&DVK
/RQJWHUPLQFHQWLYHSODQVH[SHQVH
6WRFNRSWLRQSODQH[SHQVH
(TXLW\VZDS JDLQ ORVV





 
 







 
² 
 
 



 



 
   





6KDUHEDVHGFRPSHQVDWLRQH[SHQVH


   

 





L /RQJWHUP,QFHQWLYH ³/7,´ 3ODQV
7KHIROORZLQJWDEOHVXPPDUL]HVWKH3HUIRUPDQFH6KDUH8QLW ³368´ 5HVWULFWHG6KDUH8QLW ³568´ DQG'HIHUUHG6KDUH8QLW
³'68´ DFWLYLW\IRUWKHWZHOYHPRQWKVHQGHG'HFHPEHU




)RUWKH\HDUHQGHG'HFHPEHU
WKRXVDQGVRIXQLWV 

 &DVKVHWWOHG/7,3ODQV (TXLW\VHWWOHG/7,3ODQV
 '68 368  568 





%DODQFHEHJLQQLQJRI\HDU
*UDQWHG
9HVWHG
)RUIHLWHG
%DODQFHHQGRI\HDU










²
²








 
 








 
 




7RWDO


 
 
 
  
 

&DVKVHWWOHG/7,3ODQV
)RUWKH\HDUHQGHG'HFHPEHUWKH&RPSDQ\PDGHFDVKSD\PHQWVRIPLOOLRQUHODWHGWRLWVFDVKVHWWOHGSODQV
PLOOLRQPLOOLRQ 
$VRI'HFHPEHUDOLDELOLW\RIPLOOLRQ 'HFHPEHUPLOOLRQ ZLWKUHVSHFWWRWKH'68SODQKDVEHHQ
UHFRUGHGWR$FFRXQWV3D\DEOHRQWKH&RQVROLGDWHG%DODQFH6KHHWV
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(TXLW\VHWWOHG/7,3ODQV
7KHIROORZLQJWDEOHVXPPDUL]HVWKHFXPXODWLYHVKDUHEDVHGFRPSHQVDWLRQH[SHQVHUHFRJQL]HGWRGDWHZKLFKLVUHFRUGHGWR
3DLGLQ &DSLWDO RQ WKH &RQVROLGDWHG %DODQFH 6KHHWV 8QUHFRJQL]HG DPRXQWV ZLOO EH UHFRUGHG WR QRQFDVK VKDUHEDVHG
FRPSHQVDWLRQH[SHQVHRYHUWKHUHPDLQLQJYHVWLQJWHUPV




$W'HFHPEHU WKRXVDQGVH[FHSWIRU\HDUV 



&XPXODWLYHUHFRJQL]HGVKDUHEDVHGFRPSHQVDWLRQH[SHQVH
8QUHFRJQL]HGVKDUHEDVHGFRPSHQVDWLRQH[SHQVH
)DLUYDOXH
:HLJKWHGDYHUDJHUHPDLQLQJFRQWUDFWXDOWHUP \HDUV 

  
  
  
 












368  









568





 
  
 





7RWDO

 
 
 


,QFOXGHVHVWLPDWHGSHUIRUPDQFHPXOWLSOLHUV

LL 6WRFN2SWLRQ3ODQ
$W'HFHPEHUDOOVWRFNRSWLRQVDUHIXOO\YHVWHGDQGDOOQRQFDVKVKDUHEDVHGFRPSHQVDWLRQH[SHQVHKDVEHHQIXOO\
UHFRJQL]HG
7KHIROORZLQJWDEOHVXPPDUL]HVWKHVWRFNRSWLRQSODQDFWLYLW\IRUWKH\HDUHQGHG'HFHPEHU





<HDUHQGHG'HFHPEHU

1XPEHURI2SWLRQV:HLJKWHG$YHUDJH

WKRXVDQGV 
 ([HUFLVH3ULFH









2SWLRQVRXWVWDQGLQJEHJLQQLQJRI\HDU
)RUIHLWHG
2SWLRQVRXWVWDQGLQJDQGH[HUFLVDEOHHQGRI\HDU





 
   
 






$W'HFHPEHURSWLRQVZHUHH[HUFLVDEOHDWDZHLJKWHGDYHUDJHH[HUFLVHSULFHRI ZLWKD ZHLJKWHG
DYHUDJHUHPDLQLQJFRQWUDFWXDOWHUPRI\HDUVJLYLQJDQDJJUHJDWHLQWULQVLFYDOXHRIQLO 'HFHPEHUQLO'HFHPEHU
QLO 7KHLQWULQVLFYDOXHRIRSWLRQVH[HUFLVHGGXULQJWKH\HDUHQGHG'HFHPEHUZDVQLO 'HFHPEHU
QLO'HFHPEHUPLOOLRQ 
F %DVLFDQG'LOXWHG1HW,QFRPH /RVV 3HU6KDUH
1HWLQFRPH ORVV SHUVKDUHKDVEHHQGHWHUPLQHGDVIROORZV




WKRXVDQGVH[FHSWSHUVKDUHDPRXQWV 

1HWLQFRPH ORVV 

:HLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJ%DVLF
'LOXWLYHLPSDFWRIVKDUHEDVHGFRPSHQVDWLRQ  
:HLJKWHGDYHUDJHVKDUHVRXWVWDQGLQJ'LOXWHG
1HWLQFRPH ORVV SHUVKDUH
%DVLF
'LOXWHG





















 
 






















 

 










 




²






 
 

)RUWKH\HDUHQGHG'HFHPEHUWKHLPSDFWRIVKDUHEDVHGFRPSHQVDWLRQZDVDQWLGLOXWLYHDVDFRQYHUVLRQWRVKDUHVZRXOGQRWLQFUHDVHWKHORVVSHU
VKDUH


 ),1$1&,$/,167580(176$1'5,6.0$1$*(0(17
D )DLU9DOXH0HDVXUHPHQWV
$W'HFHPEHUVHQLRUQRWHVKDGDFDUU\LQJYDOXHRIPLOOLRQDQGDIDLUYDOXHRIPLOOLRQ 'HFHPEHU
PLOOLRQDQGPLOOLRQUHVSHFWLYHO\ 
7KHUHZHUHQRWUDQVIHUVEHWZHHQIDLUYDOXHKLHUDUFK\OHYHOVGXULQJWKH\HDU
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E 'HULYDWLYH)LQDQFLDO,QVWUXPHQWV
7KH GHULYDWLYH ILQDQFLDO DVVHWV DQG OLDELOLWLHV RQ WKH &RQVROLGDWHG %DODQFH 6KHHWV UHVXOW IURP UHFRUGLQJ GHULYDWLYH ILQDQFLDO
LQVWUXPHQWVDWIDLUYDOXH
7KHIROORZLQJWDEOHVVXPPDUL]HWKHFKDQJHLQIDLUYDOXHIRUWKHUHVSHFWLYH\HDUV





*DLQ /RVV  WKRXVDQGV 
(TXLW\6ZDSV
(OHFWULFLW\6ZDSV
)RUHLJQ([FKDQJH'HULYDWLYHV
&RPPRGLW\'HULYDWLYH,QVWUXPHQWV
2LO
*DV
7RWDO8QUHDOL]HG*DLQ /RVV 

 

 




,QFRPH
 'HFHPEHU 'HFHPEHU 'HFHPEHU 6WDWHPHQW3UHVHQWDWLRQ
 
   
 
  
* $H[SHQVH






  
2SHUDWLQJH[SHQVH

²

²

  
)RUHLJQH[FKDQJH






 


  

  

   &RPPRGLW\GHULYDWLYH




  

  
LQVWUXPHQWV

 
 
   
   






















7KHIROORZLQJWDEOHVXPPDUL]HVWKHHIIHFWRI(QHUSOXV¶FRPPRGLW\GHULYDWLYHLQVWUXPHQWVRQWKH&RQVROLGDWHG6WDWHPHQWVRI
,QFRPH /RVV 




WKRXVDQGV 

&KDQJHLQIDLUYDOXHJDLQ ORVV 
1HWUHDOL]HGFDVKJDLQ
&RPPRGLW\GHULYDWLYHLQVWUXPHQWVJDLQ ORVV 

7KHIROORZLQJWDEOHVXPPDUL]HVWKHIDLUYDOXHVDWWKHUHVSHFWLYH\HDUHQGV











WKRXVDQGV 

(OHFWULFLW\6ZDSV
(TXLW\6ZDSV
&RPPRGLW\'HULYDWLYH,QVWUXPHQWV
2LO
*DV
7RWDO
























  
  
  























  
 
   









 
 
 







'HFHPEHU

'HFHPEHU
$VVHWV

/LDELOLWLHV

/LDELOLWLHV
&XUUHQW  &XUUHQW  /RQJWHUP  &XUUHQW  /RQJWHUP


² 
² 
² 


²   
²  
 
  
  
  

       
  
² 
²  
       


²


 
 

²
 

F 5LVN0DQDJHPHQW
,QWKHQRUPDOFRXUVHRIRSHUDWLRQV(QHUSOXVLVH[SRVHGWRYDULRXVPDUNHWULVNVLQFOXGLQJFRPPRGLW\SULFHVIRUHLJQH[FKDQJH
LQWHUHVWUDWHVDQGHTXLW\SULFHVFUHGLWULVNDQGOLTXLGLW\ULVN
L

0DUNHW5LVN

0DUNHWULVNLVFRPSULVHGRIFRPPRGLW\SULFHIRUHLJQH[FKDQJHLQWHUHVWUDWHDQGHTXLW\SULFHULVN
&RPPRGLW\3ULFH5LVN
(QHUSOXVPDQDJHVDSRUWLRQRIFRPPRGLW\SULFHULVNWKURXJKDFRPELQDWLRQRIILQDQFLDOGHULYDWLYHDQGSK\VLFDOGHOLYHU\VDOHV
FRQWUDFWV(QHUSOXV¶SROLF\LVWRHQWHULQWRFRPPRGLW\FRQWUDFWVVXEMHFWWRDPD[LPXPRIRIIRUHFDVWHGSURGXFWLRQYROXPHV
QHWRIUR\DOWLHVDQGSURGXFWLRQWD[HV
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7KHIROORZLQJWDEOHVVXPPDUL]H(QHUSOXV¶SULFHULVNPDQDJHPHQWSRVLWLRQVDW)HEUXDU\
Crude Oil Instruments:


,QVWUXPHQW7\SH  

-DQ±-DQ
:7,6ZDS
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW
:&6'LIIHUHQWLDO6ZDS 6DOH 

)HE±0DU
:7,6ZDS
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW
:&6'LIIHUHQWLDO6ZDS 6DOH 

$SU±-XQ
:7,6ZDS
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW
:&6'LIIHUHQWLDO6ZDS 6DOH 
:&6'LIIHUHQWLDO6ZDS 3XUFKDVH 

-XO±6HS
:7,6ZDS
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW
:&6'LIIHUHQWLDO6ZDS 6DOH 
:&6'LIIHUHQWLDO6ZDS 3XUFKDVH 

2FW±'HF
:7,6ZDS
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW
:&6'LIIHUHQWLDO6ZDS 6DOH 
:&6'LIIHUHQWLDO6ZDS 3XUFKDVH 

-DQ±0DU
:7,6ZDS
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW

$SU±'HF
:7,3XUFKDVHG3XW
:7,6ROG&DOO
:7,6ROG3XW


7UDQVDFWLRQVZLWKDFRPPRQWHUPKDYHEHHQDJJUHJDWHGDQGSUHVHQWHGDVWKHZHLJKWHGDYHUDJHSULFHEEO
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EEOVGD\























 
 






 
 


















86EEO  






 





 





 
 





 
 





 
 













Natural Gas Instruments:




,QVWUXPHQW7\SH  

-DQ±0DU
1<0(;3XUFKDVHG3XW
1<0(;6ROG&DOO

$SU±2FW
1<0(;3XUFKDVHG3XW
1<0(;6ROG&DOO

1RY±'HF
1<0(;3XUFKDVHG3XW
1<0(;6ROG&DOO














 







00FIGD\














 



860FI












7UDQVDFWLRQVZLWKDFRPPRQWHUPKDYHEHHQDJJUHJDWHGDQGSUHVHQWHGDVWKHZHLJKWHGDYHUDJHSULFH0FI

)RUHLJQ([FKDQJH5LVN
(QHUSOXV LV H[SRVHG WR IRUHLJQ H[FKDQJH ULVN LQ UHODWLRQ WR LWV 86 RSHUDWLRQV 86 GROODU GHQRPLQDWHG VHQLRU QRWHV FDVK
GHSRVLWVDQGZRUNLQJFDSLWDO$GGLWLRQDOO\(QHUSOXV¶FUXGHRLOVDOHVDQGDVLJQLILFDQWSRUWLRQRILWVQDWXUDOJDVVDOHVDUHEDVHG
RQ 86 GROODU LQGLFHV 7R PLWLJDWH H[SRVXUH WR IOXFWXDWLRQV LQ IRUHLJQ H[FKDQJH (QHUSOXV PD\ HQWHU LQWR IRUHLJQ H[FKDQJH
GHULYDWLYHV$W'HFHPEHU(QHUSOXVGLGQRWKDYHDQ\IRUHLJQH[FKDQJHGHULYDWLYHVRXWVWDQGLQJ
'XULQJ(QHUSOXVUHFRJQL]HGPLOOLRQLQQHWIRUHLJQH[FKDQJHORVVHVRQWKHVHWWOHPHQWRILWVIRUHLJQH[FKDQJHFROODUV
DQGIRUZDUGUDWHVZDSVJDLQVRIPLOOLRQRQWKHXQZLQGRILWVIRUHLJQH[FKDQJHVZDSVRQ86PLOOLRQRILWV86
PLOOLRQVHQLRUQRWHVDQGJDLQVRIPLOOLRQRQWKHVHWWOHPHQWRILWVIRUHLJQH[FKDQJHVZDSRQWKHILQDOSULQFLSDOUHSD\PHQWRI
LWV86PLOOLRQVHQLRUQRWHV
,QWHUHVW5DWH5LVN
$W 'HFHPEHU   DOO RI (QHUSOXV¶ GHEW ZDV EDVHG RQ IL[HG LQWHUHVW UDWHV DQG (QHUSOXV GLG QRW KDYH DQ\ LQWHUHVW UDWH
GHULYDWLYHVRXWVWDQGLQJ
(TXLW\3ULFH5LVN
(QHUSOXVLVH[SRVHGWRHTXLW\SULFHULVNLQUHODWLRQWRLWVORQJWHUPLQFHQWLYHSODQVGHWDLOHGLQ1RWH(QHUSOXVKDVHQWHUHGLQWR
YDULRXVHTXLW\ VZDSVPDWXULQJLQDQG KDVHIIHFWLYHO\ IL[HGWKHIXWXUHVHWWOHPHQWFRVWRQVKDUHVDWD ZHLJKWHG
DYHUDJHSULFHRISHUVKDUH
LL &UHGLW5LVN
&UHGLWULVNUHSUHVHQWVWKHILQDQFLDOORVV(QHUSOXVZRXOGH[SHULHQFHGXHWRWKHSRWHQWLDOQRQSHUIRUPDQFHRIFRXQWHUSDUWLHVWRLWV
ILQDQFLDOLQVWUXPHQWV(QHUSOXVLVH[SRVHGWRFUHGLWULVNPDLQO\WKURXJKLWVMRLQWYHQWXUHPDUNHWLQJDQGILQDQFLDOFRXQWHUSDUW\
UHFHLYDEOHV
(QHUSOXVPLWLJDWHVFUHGLWULVNWKURXJKFUHGLWPDQDJHPHQWWHFKQLTXHVLQFOXGLQJFRQGXFWLQJILQDQFLDODVVHVVPHQWVWRHVWDEOLVK
DQGPRQLWRUFRXQWHUSDUWLHV¶FUHGLWZRUWKLQHVVVHWWLQJH[SRVXUHOLPLWVPRQLWRULQJH[SRVXUHVDJDLQVWWKHVHOLPLWVDQGREWDLQLQJ
ILQDQFLDODVVXUDQFHVVXFKDVOHWWHUVRIFUHGLWSDUHQWDOJXDUDQWHHVRUWKLUGSDUW\FUHGLWLQVXUDQFHZKHUHZDUUDQWHG(QHUSOXV
PRQLWRUVDQGPDQDJHVLWVFRQFHQWUDWLRQRIFRXQWHUSDUW\FUHGLWULVNRQDQRQJRLQJEDVLV
(QHUSOXV¶PD[LPXPFUHGLWH[SRVXUHDWWKHEDODQFHVKHHW GDWHFRQVLVWVRIWKHFDUU\LQJDPRXQWRILWVQRQGHULYDWLYH ILQDQFLDO
DVVHWVDQGWKHIDLUYDOXHRILWVGHULYDWLYHILQDQFLDODVVHWV$W'HFHPEHUDSSUR[LPDWHO\RI(QHUSOXV¶PDUNHWLQJ
UHFHLYDEOHVZHUHZLWKFRPSDQLHVFRQVLGHUHGLQYHVWPHQWJUDGH
(QHUSOXV DFWLYHO\ PRQLWRUV SDVW GXH DFFRXQWV DQG WDNHV WKH QHFHVVDU\ DFWLRQV WR H[SHGLWH FROOHFWLRQ ZKLFK FDQ LQFOXGH
ZLWKKROGLQJSURGXFWLRQQHWWLQJDPRXQWVRIIIXWXUHSD\PHQWVRUVHHNLQJRWKHUUHPHGLHVLQFOXGLQJOHJDODFWLRQ6KRXOG(QHUSOXV
GHWHUPLQHWKDWWKHXOWLPDWHFROOHFWLRQRIDUHFHLYDEOHLVLQGRXEWLWZLOOSURYLGHWKHQHFHVVDU\SURYLVLRQLQLWVDOORZDQFHIRUGRXEWIXO
DFFRXQWVZLWKDFRUUHVSRQGLQJFKDUJHWRHDUQLQJV,I(QHUSOXVVXEVHTXHQWO\GHWHUPLQHVDQDFFRXQWLVXQFROOHFWLEOHWKHDFFRXQW
LV ZULWWHQ RII ZLWK D FRUUHVSRQGLQJ FKDUJH WR WKH DOORZDQFH DFFRXQW (QHUSOXV¶ DOORZDQFH IRU GRXEWIXO DFFRXQWV EDODQFH DW
'HFHPEHUZDVPLOOLRQ 'HFHPEHUPLOOLRQ 

(1(53/86),1$1&,$/6800$5<




LLL /LTXLGLW\5LVN &DSLWDO0DQDJHPHQW
/LTXLGLW\ULVNUHSUHVHQWVWKH ULVNWKDW(QHUSOXV ZLOOEHXQDEOHWRPHHWLWVILQDQFLDO REOLJDWLRQV DVWKH\ EHFRPHGXH(QHUSOXV
PLWLJDWHV OLTXLGLW\ ULVN WKURXJK DFWLYHO\ PDQDJLQJ LWV FDSLWDO ZKLFK LW GHILQHV DV GHEW QHWRI FDVK DQG UHVWULFWHG FDVK  DQG
VKDUHKROGHUV¶FDSLWDO(QHUSOXV¶REMHFWLYHLVWRSURYLGHDGHTXDWHVKRUWDQGORQJHUWHUPOLTXLGLW\ZKLOHPDLQWDLQLQJDIOH[LEOHFDSLWDO
VWUXFWXUHWRVXVWDLQWKHIXWXUHGHYHORSPHQWRILWVEXVLQHVV(QHUSOXVVWULYHVWREDODQFHWKHSRUWLRQRIGHEWDQGHTXLW\LQLWVFDSLWDO
VWUXFWXUHJLYHQLWVFXUUHQWRLODQGQDWXUDOJDVDVVHWVDQGSODQQHGLQYHVWPHQWRSSRUWXQLWLHV
0DQDJHPHQW PRQLWRUV DQXPEHURINH\YDULDEOHV ZLWKUHVSHFWWR LWVFDSLWDOVWUXFWXUHLQFOXGLQJGHEWOHYHOVFDSLWDOVSHQGLQJ
SODQVGLYLGHQGVDFFHVVWRFDSLWDOPDUNHWVDVZHOODVDFTXLVLWLRQDQGGLYHVWPHQWDFWLYLW\
$W'HFHPEHU(QHUSOXVZDVLQIXOOFRPSOLDQFHZLWKDOOFRYHQDQWVXQGHUWKHEDQNFUHGLWIDFLOLW\DQGRXWVWDQGLQJVHQLRU
QRWHV
 &200,70(176$1'&217,1*(1&,(6
D &RPPLWPHQWV
(QHUSOXVKDVWKHIROORZLQJPLQLPXPDQQXDOFRPPLWPHQWVDW'HFHPEHU






 


0LQLPXP$QQXDO&RPPLWPHQW(DFK<HDU
 

 7RWDO




 7KHUHDIWHU
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WKRXVDQGV 
6HQLRUQRWHV  
7UDQVSRUWDWLRQFRPPLWPHQWV
3URFHVVLQJFRPPLWPHQWV
'ULOOLQJDQGFRPSOHWLRQV
2IILFHOHDVHFRPPLWPHQWV
6XEOHDVHUHFRYHULHV
1HWRIILFHOHDVHFRPPLWPHQWV  
7RWDOFRPPLWPHQWV   













































,QWHUHVWSD\PHQWVKDYHQRWEHHQLQFOXGHG
&URZQ DQG VXUIDFH UR\DOWLHV SURGXFWLRQ WD[HV OHDVH UHQWDOV DQG PLQHUDO WD[HV K\GURFDUERQ SURGXFWLRQ ULJKWV  KDYH QRW EHHQ LQFOXGHG DV DPRXQWV SDLG
GHSHQGRQIXWXUHRZQHUVKLSSURGXFWLRQSULFHVDQGWKHOHJLVODWLYHHQYLURQPHQW
86FRPPLWPHQWVKDYHEHHQFRQYHUWHGWR&'1XVLQJWKH'HFHPEHUIRUHLJQH[FKDQJHUDWHRI
1HWRIILFHOHDVHSD\PHQWVLQZHUHPLOOLRQ PLOOLRQPLOOLRQ 

E &RQWLQJHQFLHV
(QHUSOXVLVVXEMHFWWRYDULRXVOHJDOFODLPVDQGDFWLRQVDULVLQJLQWKHQRUPDOFRXUVHRIEXVLQHVV$OWKRXJKWKHRXWFRPHRIVXFK
FODLPVDQGDFWLRQVFDQQRWEHSUHGLFWHGZLWKFHUWDLQW\WKH&RPSDQ\GRHVQRWH[SHFWWKHVHPDWWHUVWRKDYHDPDWHULDOLPSDFWRQ
WKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV,QLQVWDQFHVZKHUHWKH&RPSDQ\GHWHUPLQHVWKDWDORVVLVSUREDEOHDQGWKHDPRXQW
FDQEHUHDVRQDEO\HVWLPDWHGDQDFFUXDOLVUHFRUGHG
 *(2*5$3+,&$/,1)250$7,21




$VDWDQGIRUWKH\HDUHQGHG'HFHPEHU WKRXVDQGV 
2LODQGQDWXUDOJDVVDOHVQHWRIUR\DOWLHV
'HSOHWLRQGHSUHFLDWLRQDQGDFFUHWLRQ
3URSHUW\SODQWDQGHTXLSPHQW
*RRGZLOO
,QFRPHWD[UHFHLYDEOH





















&DQDGD
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86









7RWDO











$VDWDQGIRUWKH\HDUHQGHG'HFHPEHU WKRXVDQGV 
2LODQGQDWXUDOJDVVDOHVQHWRIUR\DOWLHV
'HSOHWLRQGHSUHFLDWLRQDQGDFFUHWLRQ
3URSHUW\SODQWDQGHTXLSPHQW
*RRGZLOO
,QFRPHWD[UHFHLYDEOH
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$VDWDQGIRUWKH\HDUHQGHG'HFHPEHU WKRXVDQGV 
2LODQGQDWXUDOJDVVDOHVQHWRIUR\DOWLHV
'HSOHWLRQGHSUHFLDWLRQDQGDFFUHWLRQ
3URSHUW\SODQWDQGHTXLSPHQW
*RRGZLOO
,QFRPHWD[UHFHLYDEOH




















&DQDGD
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86
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7RWDO
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 6833/(0(17$/&$6+)/2:,1)250$7,21
D &KDQJHVLQ1RQ&DVK2SHUDWLQJ:RUNLQJ&DSLWDO




WKRXVDQGV 

















 'HFHPEHU 'HFHPEHU 'HFHPEHU

$FFRXQWVUHFHLYDEOH
2WKHUFXUUHQWDVVHWV
$FFRXQWVSD\DEOH









  
  








  






 
 








  







 

E &KDQJHVLQ2WKHU1RQ&DVK:RUNLQJ&DSLWDO




WKRXVDQGV 

1RQFDVKILQDQFLQJDFWLYLWLHV  
1RQFDVKLQYHVWLQJDFWLYLWLHV  



















'HFHPEHU'HFHPEHU'HFHPEHU













  
  




 
 

5HODWHVWRFKDQJHVLQGLYLGHQGVSD\DEOHDQGLQFOXGHGLQGLYLGHQGVRQWKH&RQVROLGDWHG6WDWHPHQWVRI&DVK)ORZV
5HODWHVWRFKDQJHVLQDFFRXQWVSD\DEOHIRUFDSLWDODQGRIILFHH[SHQGLWXUHVDQGLQFOXGHGLQFDSLWDODQGRIILFHH[SHQGLWXUHVRQWKH&RQVROLGDWHG6WDWHPHQWVRI
&DVK)ORZV


F 2WKHU
WKRXVDQGV 

,QFRPHWD[HVSDLG UHFHLYHG 
,QWHUHVWSDLG

 'HFHPEHU  'HFHPEHU 'HFHPEHU
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<($5'(7$,/('67$7,67,&$/5(9,(:







'DLO\3URGXFWLRQ9ROXPHV  
&UXGHRLO EEOVGD\ 
1DWXUDOJDVOLTXLGV EEOVGD\ 
1DWXUDOJDV 0FIGD\ 
%2(SHUGD\
'ULOOLQJ$FWLYLW\ QHWZHOOV 

$YHUDJH%HQFKPDUN3ULFLQJ
:7,&UXGHRLO 86SHUEEO 
$(&2QDWXUDOJDVPRQWKO\ SHU0FI 
1<0(;QDWXUDOJDVODVWGD\ 86SHU0FI 
86&'1H[FKDQJHUDWH DYHUDJH 

5HDOL]HG3ULFLQJ
&UXGHRLO   SHUEEO 
1DWXUDOJDVOLTXLGV   SHUEEO 
1DWXUDOJDV   SHU0FI 

)LQDQFLDO WKRXVDQGVH[FHSWSHUVKDUHDPRXQWV 
2LODQGQDWXUDOJDVVDOHV  
$GMXVWHGIXQGVIORZ
&DVKIORZIURPRSHUDWLQJDFWLYLWLHV
&DVKDQGVWRFNGLYLGHQGVWR6KDUHKROGHUV
3HUVKDUH
&DSLWDOVSHQGLQJ
3URSHUW\DQGODQGDFTXLVLWLRQV
3URSHUW\'LYHVWLWXUHV
7RWDOQHWFDSLWDOH[SHQGLWXUHV  
7RWDODVVHWV
7RWDOGHEWQHWFDVKDQGUHVWULFWHGFDVK
$GMXVWHGSD\RXWUDWLR  
1HWGHEWDGMXVWHGIXQGVIORZUDWLR

2LODQG*DV(FRQRPLFV
1HWUR\DOW\UDWH
$YHUDJHUHDOL]HGSULFH  
7UDQVSRUWDWLRQ&RVWV
5R\DOWLHV 3URGXFWLRQ7D[
&DVKJDLQVFRPPRGLW\GHULYDWLYHLQVWUXPHQWV
$YHUDJHUHDOL]HGSULFHQHW
&DVKRSHUDWLQJH[SHQVH
2SHUDWLQJQHWEDFNDIWHUKHGJLQJ
&DVKJHQHUDODQGDGPLQLVWUDWLYHH[SHQVH
&DVKLQWHUHVWIRUHLJQH[FKDQJHDQGRWKHUH[SHQVHV
&XUUHQWWD[
$GMXVWHGIXQGVIORZ

7UDGLQJ,QIRUPDWLRQ
&DQDGLDQWUDGLQJVXPPDU\  
+LJK
/RZ
&ORVH
9ROXPH
86WUDGLQJVXPPDU\  
+LJK
/RZ
&ORVH
9ROXPH
:HLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJ EDVLF
1XPEHURIVKDUHVRXWVWDQGLQJDW'HFHPEHU  
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3URGXFWLRQLVRQDFRPSDQ\LQWHUHVWEDVLV
%HIRUHWUDQVSRUWDWLRQUR\DOWLHVDQGWKHHIIHFWVRIFRPPRGLW\GHULYDWLYHLQVWUXPHQWV
,QFOXGHVRIILFHFDSLWDO
&DOFXODWHGDVWKHVXPRIFDVKGLYLGHQGVWRVKDUHKROGHUVRIILFHFDSLWDODQGFDSLWDOVSHQGLQJGLYLGHGE\DGMXVWHGIXQGVIORZ
&DQDGLDQFRPSRVLWHWUDGLQJGDWDLQFOXGLQJ76;WKHUHDIWHU9ROXPHVDUHLQWKRXVDQGV
86FRPSRVLWHWUDGLQJGDWDLQFOXGLQJ1<6(WKHUHDIWHU9ROXPHVDUHLQWKRXVDQGV
$OOVKDUHVDUHLQWKRXVDQGV
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WKRXVDQGV 

5HVHUYHV  

3URYHG5HVHUYHV
&UXGHRLO 0EEOV 
1*/V 0EEOV 
&RQYHQWLRQDOQDWXUDOJDV 00FI 
6KDOHJDV 00FI 
0%2(

3UREDEOH5HVHUYHV
&UXGHRLO 0EEOV 
1*/V 0EEOV 
&RQYHQWLRQDOQDWXUDOJDV 00FI 
6KDOHJDV 00FI 
0%2(

3URYHG3OXV3UREDEOH5HVHUYHV
&UXGHRLO 0EEOV 
1*/V 0EEOV 
&RQYHQWLRQDOQDWXUDOJDV 00FI 
6KDOHJDV 00FI 
0%2(

5HVHUYHV/LIH,QGH[  
3URYHG \HDUV 
3URYHGSOXVSUREDEOH \HDUV 

)LQGLQJ 'HYHORSPHQW&RVWV
DQG)LQGLQJ'HYHORSPHQW $FTXLVLWLRQ&RVWV  

3URYHG5HVHUYHV
)LQGLQJ 'HYHORSPHQW&RVWV
&DSLWDO([SHQGLWXUHV
1HWFKDQJHLQ)XWXUH'HYHORSPHQW&RVWV
*URVV5HVHUYHVDGGLWLRQV 00%2( 
) 'FRVWV %2( 

)LQGLQJ'HYHORSPHQW $FTXLVLWLRQ&RVWV
&DSLWDO([SHQGLWXUHVDQGQHWDFTXLVLWLRQV
1HWFKDQJHLQ)XWXUH'HYHORSPHQW&RVWV
*URVV5HVHUYHVDGGLWLRQV 00%2( 
)' $FRVWV %2( 


3URYHG3OXV3UREDEOH5HVHUYHV
)LQGLQJ 'HYHORSPHQW&RVWV
&DSLWDO([SHQGLWXUHV
1HWFKDQJHLQ)XWXUH'HYHORSPHQW&RVWV
*URVV5HVHUYHVDGGLWLRQV 00%2( 
) 'FRVWV %2( 

)LQGLQJ'HYHORSPHQW $FTXLVLWLRQ&RVWV
&DSLWDO([SHQGLWXUHVDQGQHWDFTXLVLWLRQV
1HWFKDQJHLQ)XWXUH'HYHORSPHQW&RVWV
*URVV5HVHUYHVDGGLWLRQV 00%2( 
)' $FRVWV %2( 


















































































































 







































































 




 
 










 
 




 


 
 
 





















  








  

  


  











  








  

  


  
















 
 
 
 
 




 


 
 
 




 
 
 
 
 


















 
 

 




 
 

 








 
   







 
   




















 


 
 
 




 


 
 
 




 
 
 
 
 




















 




 




 




 








 

  








 

  











 








 


 
 
 




 


 
 
 




 
 
 
 
 


















 
   

 




 
   











 
 

 




 
 




5HVHUYHVIRU DUHEDVHGRQJURVVUHVHUYHVYROXPHVLVEDVHGRQFRPSDQ\LQWHUHVWUHVHUYHVYROXPHV&RPSDQ\LQWHUHVW
UHVHUYHVFRQVLVWRIJURVVUHVHUYHV DVGHILQHGLQ1DWLRQDO,QVWUXPHQW SOXVWKH&RPSDQ\¶VUR\DOW\LQWHUHVWV&RPSDQ\LQWHUHVWUHVHUYHVDUHQRW
DWHUPGHILQHGLQ1DWLRQDO,QVWUXPHQWDQGPD\QRWEHFRPSDUDEOHWRUHVHUYHVGLVFORVHGE\RWKHULVVXHUV
7KH5HVHUYHV/LIH,QGLFHV 5/, DUHEDVHGXSRQ\HDUHQGSURYHGDQGSURYHGSOXVSUREDEOHUHVHUYHVGLYLGHGE\WKHIROORZLQJ\HDU¶VSURYHGDQGSURYHG
SOXVSUREDEOHSURGXFWLRQYROXPHVDVIRUHFDVWLQWKHLQGHSHQGHQWUHVHUYHVHQJLQHHULQJUHSRUWV
,QFOXGHVIXWXUHGHYHORSPHQWFDSLWDO




(1(53/86),1$1&,$/6800$5<

6833/(0(17$/,1)250$7,21

1(7$66(79$/8(

(QHUSOXV¶HVWLPDWHGQHWDVVHWYDOXHLVEDVHGRQWKHHVWLPDWHGQHWSUHVHQWYDOXHRIDOOIXWXUHQHWUHYHQXHIURPRXUUHVHUYHV
EHIRUHWD[HVDVHVWLPDWHGE\RXULQGHSHQGHQWUHVHUYHVHQJLQHHUV0F'DQLHODQG1HWKHUODQG6HZHOO $VVRFLDWHV,QFDW
\HDUHQG SOXV WKH HVWLPDWHG YDOXH RI RXU XQGHYHORSHG DFUHDJH DQG RWKHU HTXLW\ LQYHVWPHQWV OHVV DVVHW UHWLUHPHQW
REOLJDWLRQVORQJWHUPGHEWDQGQHWZRUNLQJFDSLWDO7KLVFDOFXODWLRQFDQYDU\VLJQLILFDQWO\GHSHQGLQJRQWKHRLODQGQDWXUDO
JDVSULFHDVVXPSWLRQVXVHGE\WKHLQGHSHQGHQWUHVHUYHVHQJLQHHUV

,QDGGLWLRQWKLVFDOFXODWLRQGRHVQRWFRQVLGHU³JRLQJFRQFHUQ´YDOXHDQGDVVXPHVRQO\WKHUHVHUYHVLGHQWLILHGLQWKHUHVHUYHV
UHSRUWV ZLWK QR IXUWKHU DFTXLVLWLRQV RU LQFUHPHQWDO GHYHORSPHQW LQFOXGLQJ GHYHORSPHQW RI FRQWLQJHQW UHVRXUFHV $V ZH
H[HFXWH RXU FDSLWDO SURJUDPV ZH H[SHFW WR FRQYHUW FRQWLQJHQW UHVRXUFHV WR UHVHUYHV ZKLFK FRXOG UHVXOW LQ D VLJQLILFDQW
LQFUHDVHLQRXUERRNHGSURYHGSOXVSUREDEOHUHVHUYHV7KHODQGYDOXHVGHVFULEHGLQWKH1HW$VVHW9DOXHWDEOHEHORZGR
QRWQHFHVVDULO\UHIOHFWWKHIXOOYDOXHRIWKHFRQWLQJHQWUHVRXUFHVDVVRFLDWHGZLWKWKHVHODQGV





1HW$VVHW9DOXH )RUHFDVW3ULFHVDQG&RVWVDW'HFHPEHU

PLOOLRQVH[FHSWSHUVKDUHDPRXQWV
7RWDOQHWSUHVHQWYDOXHRISURYHGSOXVSUREDEOHUHVHUYHV EHIRUHWD[ 
8QGHYHORSHGDFUHDJH \HDUHQG  
$VVHWUHWLUHPHQWREOLJDWLRQV  
'HEWQHWRIFDVKDQGUHVWULFWHGFDVK
1HWZRUNLQJFDSLWDO  
1HW$VVHW9DOXH
1HW$VVHW9DOXHSHU6KDUH  
















































 
 

 
 



    

 
 

 
   

       

       
    
    






















  
  
  
























  
  
  



&DQDGLDQDFUHDJHLQ6(6DVNDWFKHZDQLVFDUULHGDWPDUNHWSULFH86DFUHDJHLVFDUULHGDWKLVWRULFDODFTXLVLWLRQFRVW$OORWKHUDFUHDJHLVYDOXHGDWD
QRPLQDOYDOXHRIDFUH86YDOXHVZHUHFRQYHUWHGWR&DQDGLDQGROODUVXVLQJD86&'1H[FKDQJHUDWHRI
$VVHWUHWLUHPHQWREOLJDWLRQV ³$52´ PD\QRWHTXDOWKHEDODQFHVKHHWDVDSRUWLRQRI$52FRVWVDUHDOUHDG\UHIOHFWHGLQWKHSUHVHQWYDOXHRI3UHVHUYHV
DQGWKHGLVFRXQWUDWHVDSSOLHGPD\GLIIHU
1HWZRUNLQJFDSLWDOLQFOXGHVFXUUHQWGHULYDWLYHILQDQFLDODVVHWVDQGOLDELOLWLHVH[FOXGLQJWKHFXUUHQWSRUWLRQRIORQJWHUPGHEW
%DVHGRQVKDUHVRXWVWDQGLQJDVDW'HFHPEHU


(1(53/86),1$1&,$/6800$5<

$%%5(9,$7,216


$(&2 DUHIHUHQFHWRWKHSK\VLFDOVWRUDJHDQGWUDGLQJ
KXERQWKH7UDQV&DQDGD$OEHUWD7UDQVPLVVLRQ6\VWHP
129$ ZKLFKLVWKHGHOLYHU\SRLQWIRUWKHYDULRXV
EHQFKPDUN$OEHUWD,QGH[SULFHV



00%2( PLOOLRQEDUUHOVRIRLOHTXLYDOHQW
00%WX PLOOLRQ%ULWLVK7KHUPDO8QLWV
00FI PLOOLRQFXELFIHHW

EEO V GD\ EDUUHO V SHUGD\ZLWKHDFKEDUUHO
UHSUHVHQWLQJ,PSHULDOJDOORQVRU86JDOORQV
%FI ELOOLRQFXELFIHHW

06: 0L[HG6ZHHW%OHQGLVWKHEHQFKPDUNIRU
FRQYHQWLRQDOO\SURGXFHGOLJKWVZHHWFUXGHIRU:HVWHUQ
&DQDGD

%FI*(   ELOOLRQFXELFIHHWRIJDVHTXLYDOHQW

0:K PHJDZDWWKRXU V RIHOHFWULFLW\

%2(   EDUUHOVRIRLOHTXLYDOHQW

1*/V QDWXUDOJDVOLTXLGV

%UHQW FUXGHRLOVRXUFHGIURPWKH1RUWK6HDWKH
EHQFKPDUNIRUJOREDORLOWUDGLQJTXRWHGLQ86GROODUV

1, 1DWLRQDO,QVWUXPHQW2LODQG*DV
$FWLYLWLHVDGRSWHGE\WKH&DQDGLDQ6HFXULWLHVUHJXODWRU\
$XWKRULWLHV SHUWDLQLQJWRUHVHUYHVUHSRUWLQJLQ&DQDGD 

) '&RVWV ILQGLQJDQGGHYHORSPHQWFRVWV
)' $&RVWV ILQGLQJGHYHORSPHQWDQGDFTXLVLWLRQFRVWV

1<0(; 1HZ<RUN0HUFDQWLOH([FKDQJHWKHEHQFKPDUN
IRU1RUWK$PHULFDQQDWXUDOJDVSULFLQJ

)'& IXWXUHGHYHORSPHQWFDSLWDO

35HVHUYHV SURYHGSOXVSUREDEOHUHVHUYHV

,)56 ,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV

5/, UHVHUYHVOLIHLQGH[

0EEOV WKRXVDQGEDUUHOV

6(&8QLWHG6WDWHV6HFXULWLHVDQG([FKDQJH
&RPPLVVLRQ

0%2( WKRXVDQGEDUUHOVRIRLOHTXLYDOHQW
86*$$3 DFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQ
WKH8QLWHG6WDWHVRI$PHULFD

0FI WKRXVDQGFXELFIHHW

:&6 :HVWHUQ&DQDGLDQ6HOHFWDW+DUGLVW\$OEHUWDWKH
EHQFKPDUNIRU:HVWHUQ&DQDGLDQKHDY\RLOSULFLQJ
SXUSRVHV

00EEO V  PLOOLRQEDUUHOV







:7, :HVW7H[DV,QWHUPHGLDWHRLODW&XVKLQJ2NODKRPD
WKHEHQFKPDUNIRU1RUWK$PHULFDQFUXGHRLOSULFLQJ


7KH&RUSRUDWLRQKDVDGRSWHGWKHVWDQGDUGRI0FIRIQDWXUDOJDVEEORIRLOZKHQFRQYHUWLQJQDWXUDOJDVWR%2(V0%2(VDQG00%2(VDQGEEO
RIRLODQG1*/V0FIRIQDWXUDOJDVZKHQFRQYHUWLQJRLODQG1*/VWR%FI*(V)RUIXUWKHULQIRUPDWLRQVHH³Presentation of Oil and Gas Reserves
Resources and Production Information – Barrels of Oil and Cubic Feet of Gas EquivalentLQWKH$QQXDO,QIRUPDWLRQ)RUP
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$GMXVWHG3D\RXW5DWLR &DOFXODWHGDVWKHVXPRI

GLYLGHQGVWRVKDUHKROGHUVSOXVFDSLWDOVSHQGLQJ LQFOXGLQJ
RIILFHFDSLWDO GLYLGHGE\DGMXVWHGIXQGVIORZ
&RQWLQJHQW5HVRXUFHV 7KRVHTXDQWLWLHVRISHWUROHXP
HVWLPDWHGDVRIDJLYHQGDWHWREHSRWHQWLDOO\UHFRYHUDEOH
IURPNQRZQDFFXPXODWLRQVXVLQJHVWDEOLVKHGWHFKQRORJ\
RUWHFKQRORJ\XQGHUGHYHORSPHQWEXWZKLFKDUHQRW
FXUUHQWO\FRQVLGHUHGWREHFRPPHUFLDOO\UHFRYHUDEOHGXH
WRRQHRUPRUHFRQWLQJHQFLHV&RQWLQJHQFLHVPD\LQFOXGH
IDFWRUVVXFKDVHFRQRPLFOHJDOHQYLURQPHQWDOSROLWLFDO
DQGUHJXODWRU\PDWWHUVRUDODFNRIPDUNHWV,WLVDOVR
DSSURSULDWHWRFODVVLI\DV³FRQWLQJHQWUHVRXUFHV´WKH
HVWLPDWHGGLVFRYHUHGUHFRYHUDEOHTXDQWLWLHVDVVRFLDWHG
ZLWKDSURMHFWLQWKHHDUO\SURMHFWVWDJH³(FRQRPLF´
FRQWLQJHQWUHVRXUFHVDUHWKRVHUHVRXUFHVWKDWDUH
HFRQRPLFDOO\UHFRYHUDEOHEDVHGRQ0F'DQLHO¶V-DQXDU\
IRUHFDVWSULFHV
7KHHFRQRPLFFRQWLQJHQWUHVRXUFHVHVWLPDWHVDUH
SUHVHQWHGDVWKH³EHVWHVWLPDWH´RIWKHTXDQWLW\WKDWZLOO
DFWXDOO\EHUHFRYHUHGPHDQLQJWKDWLWLVHTXDOO\OLNHO\WKDW
WKHDFWXDOUHPDLQLQJTXDQWLWLHVUHFRYHUHGZLOOEHJUHDWHU
RUOHVVWKDQWKH³EHVWHVWLPDWH´DQGLISUREDELOLVWLF
PHWKRGVDUHXVHGWKHUHVKRXOGEHDWOHDVWD
SUREDELOLW\WKDWWKHTXDQWLWLHVDFWXDOO\UHFRYHUHGZLOOHTXDO
RUH[FHHGWKH³EHVWHVWLPDWH´
%2( %DUUHOVRIRLOHTXLYDOHQWFRQYHUWLQJ0FIRIQDWXUDO
JDVWRRQHEDUUHORIRLOHTXLYDOHQWDQGRQHEDUUHORI
QDWXUDOJDVOLTXLGVWRRQHEDUUHORIRLOHTXLYDOHQW7KH
IDFWRUXVHGWRFRQYHUWQDWXUDOJDVDQGQDWXUDOJDVOLTXLGV
WRRLOHTXLYDOHQWLVQRWEDVHGRQHLWKHUHQHUJ\FRQWHQWRU
SULFHVEXWLVDFRPPRQO\XVHGLQGXVWU\EHQFKPDUN%2(V
PD\EHPLVOHDGLQJSDUWLFXODUO\LIXVHGLQLVRODWLRQ$%2(
FRQYHUVLRQUDWLRRI0FI%2(LVEDVHGRQDQHQHUJ\
HTXLYDOHQF\FRQYHUVLRQPHWKRGSULPDULO\DSSOLFDEOHDWWKH
EXUQHUWLSDQGGRHVQRWUHSUHVHQWDYDOXHHTXLYDOHQF\DW
WKHZHOOKHDG*LYHQWKDWWKHYDOXHUDWLREDVHGRQWKH
FXUUHQWSULFHRIFUXGHRLODVFRPSDUHGWRQDWXUDOJDVLV
VLJQLILFDQWO\GLIIHUHQWIURPWKHHQHUJ\HTXLYDOHQF\RI
XWLOL]LQJDFRQYHUVLRQRQDEDVLVPD\EHPLVOHDGLQJDV
DQLQGLFDWLRQRIYDOXH

) '&RVWV )LQGLQJDQGGHYHORSPHQWFRVWV,WLVD
PHDVXUHRIWKHHIIHFWLYHQHVVRIDFRPSDQ\¶VFDSLWDO
SURJUDP) 'FRVWVSUHVHQWHGDUHFDOFXODWHG L LQWKH
FDVHRI) 'FRVWVIRUSURYHGUHVHUYHVE\GLYLGLQJWKH
VXPRIH[SORUDWLRQDQGGHYHORSPHQWFRVWVLQFXUUHGLQWKH
\HDUSOXVWKHFKDQJHLQHVWLPDWHGIXWXUHGHYHORSPHQW
FRVWVLQWKH\HDUE\WKHDGGLWLRQVWRSURYHGUHVHUYHVLQ
WKH\HDUDQG LL LQWKHFDVHRI) 'FRVWVIRUSURYHGSOXV
SUREDEOHUHVHUYHVE\GLYLGLQJWKHVXPRIH[SORUDWLRQDQG
GHYHORSPHQWFRVWVLQFXUUHGLQWKH\HDUSOXVWKHFKDQJHLQ
HVWLPDWHGIXWXUHGHYHORSPHQWFRVWVLQWKH\HDUE\WKH
DGGLWLRQVWRSURYHGSOXVSUREDEOHUHVHUYHVLQWKH\HDU
7KHDJJUHJDWHRIWKHH[SORUDWLRQDQGGHYHORSPHQWFRVWV
LQFXUUHGLQWKHPRVWUHFHQWILQDQFLDO\HDUDQGWKHFKDQJH
GXULQJWKDW\HDULQHVWLPDWHGIXWXUHGHYHORSPHQWFRVWV
JHQHUDOO\UHIOHFWWRWDOILQGLQJDQGGHYHORSPHQWFRVWV
UHODWHGWRLWVUHVHUYHVDGGLWLRQVIRUWKDW\HDU
)' $&RVWV )LQGLQJGHYHORSPHQWDQGDFTXLVLWLRQ
FRVWV,WLVDPHDVXUHRIDFRPSDQ\¶VDELOLW\WRDGG
UHVHUYHVLQDFRVWHIIHFWLYHPDQQHU)' $FRVWV
SUHVHQWHGDUHFDOFXODWHG L LQWKHFDVHRI)' $FRVWVIRU
SURYHGUHVHUYHVE\GLYLGLQJWKHVXPRIH[SORUDWLRQDQG
GHYHORSPHQWFRVWVDQGWKHFRVWRIQHWDFTXLVLWLRQV
LQFXUUHGLQWKH\HDUSOXVWKHFKDQJHLQHVWLPDWHGIXWXUH
GHYHORSPHQWFRVWVLQWKH\HDUE\WKHDGGLWLRQVWRSURYHG
UHVHUYHVLQFOXGLQJQHWDFTXLVLWLRQVLQWKH\HDUDQG LL LQ
WKHFDVHRI)' $FRVWVIRUSURYHGSOXVSUREDEOH
UHVHUYHVE\GLYLGLQJWKHVXPRIH[SORUDWLRQDQG
GHYHORSPHQWFRVWVDQGWKHFRVWRIQHWDFTXLVLWLRQV
LQFXUUHGLQWKH\HDUSOXVWKHFKDQJHLQHVWLPDWHGIXWXUH
GHYHORSPHQWFRVWVLQWKH\HDUE\WKHDGGLWLRQVWRSURYHG
SOXVSUREDEOHUHVHUYHVLQFOXGLQJQHWDFTXLVLWLRQVLQWKH
\HDU7KHDJJUHJDWHRIWKHH[SORUDWLRQDQGGHYHORSPHQW
FRVWVLQFXUUHGLQWKHPRVWUHFHQWILQDQFLDO\HDUDQGWKH
FKDQJHGXULQJWKDW\HDULQHVWLPDWHGIXWXUHGHYHORSPHQW
FRVWVJHQHUDOO\UHIOHFWWRWDOILQGLQJGHYHORSPHQWDQG
DFTXLVLWLRQFRVWVUHODWHGWRLWVUHVHUYHVDGGLWLRQVIRUWKDW
\HDU
)XWXUH'HYHORSPHQW&RVWV )'&  )XWXUH'HYHORSPHQW
&RVWVLVGHILQHGDVWKRVHFRVWVZKLFKUHIOHFWWKH
LQGHSHQGHQWHYDOXDWRU¶VEHVWHVWLPDWHRIZKDWLWZLOOFRVW
WREULQJWKHSURYHGDQGSUREDEOHQRQSURGXFLQJDQG
XQGHYHORSHGUHVHUYHVRQSURGXFWLRQLQWKHIXWXUH
&KDQJHVWRWKLVILJXUHRFFXUDQQXDOO\DVDUHVXOWRI
GHYHORSPHQWDFWLYLWLHVDFTXLVLWLRQDQGGLVSRVLWLRQ
DFWLYLWLHVDGGLWLRQVWRQRQSURGXFLQJDQGXQGHYHORSHG
UHVHUYHVDQGFDSLWDOFRVWHVWLPDWHUHYLVLRQV
1*/V 1DWXUDOJDVOLTXLGV±K\GURFDUERQFRPSRQHQWV
WKDWFDQEHUHFRYHUHGIURPQDWXUDOJDVDVOLTXLGV
LQFOXGLQJEXWQRWOLPLWHGWRHWKDQHSURSDQHEXWDQHV
SHQWDQHVSOXVFRQGHQVDWHDQGVPDOOTXDQWLWLHVRIQRQ
K\GURFDUERQV
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2SHUDWLQJ,QFRPH &DOFXODWHGDVUHYHQXHVIURPRLODQG 
JDVVDOHVOHVVFDVKKHGJLQJFRVWVWUDQVSRUWDWLRQFRVWV
UR\DOWLHVDQGRSHUDWLQJFRVWV
3URGXFWLRQ&RPSDQ\,QWHUHVW 2XUZRUNLQJLQWHUHVW
RSHUDWHGDQGQRQRSHUDWHG VKDUHRISURGXFWLRQEHIRUH
WKHGHGXFWLRQRIUR\DOWLHVEXWLQFOXVLYHRIDQ\UR\DOW\
LQWHUHVWSURGXFWLRQRZQHGE\(QHUSOXV7KHUHIRUHWKH
³FRPSDQ\LQWHUHVW´SURGXFWLRQRIWKH&RUSRUDWLRQPD\QRW
EHFRPSDUDEOHWRVLPLODUPHDVXUHVSUHVHQWHGE\RWKHU
LVVXHUVDQGLQYHVWRUVDUHFDXWLRQHGWKDW³FRPSDQ\
LQWHUHVW´SURGXFWLRQVKRXOGQRWEHFRQVWUXHGDVDQ
DOWHUQDWLYHWR³JURVV´RU³QHW´SURGXFWLRQFDOFXODWHGLQ
DFFRUGDQFHZLWK1,
3URGXFWLRQ*URVV 2XUZRUNLQJLQWHUHVW RSHUDWHGDQG
QRQRSHUDWHG VKDUHRISURGXFWLRQEHIRUHWKHGHGXFWLRQRI
DQ\UR\DOW\LQWHUHVWSURGXFWLRQ8QOHVVRWKHUZLVHVWDWHG
DOOSURGXFWLRQYROXPHVXWLOL]HGLQDQ\GLVFXVVLRQVRU
FDOFXODWLRQVDUHJURVVSURGXFWLRQYROXPHV
5HVHUYHV/LIH,QGH[3URYHG &DOFXODWHGDVSURYHG
UHVHUYHVDW\HDUHQGGLYLGHGE\WKHIROORZLQJ\HDU¶V
HVWLPDWHGSURYHGSURGXFWLRQYROXPHVDVGHWHUPLQHGE\
WKHLQGHSHQGHQWUHVHUYHVHQJLQHHULQJUHSRUW
5HVHUYHV/LIH,QGH[3URYHGSOXV3UREDEOH
&DOFXODWHGDVSURYHGSOXVSUREDEOHUHVHUYHVDW\HDUHQG
GLYLGHGE\WKHIROORZLQJ\HDU¶VHVWLPDWHGSURYHGSOXV
SUREDEOHSURGXFWLRQYROXPHVDVGHWHUPLQHGE\WKH
LQGHSHQGHQWUHVHUYHVHQJLQHHULQJUHSRUW

5HVHUYHV*URVV 2XUZRUNLQJLQWHUHVW RSHUDWHGDQG
QRQRSHUDWHG VKDUHRIUHVHUYHVEHIRUHWKHGHGXFWLRQRI
DQ\UR\DOW\LQWHUHVWUHVHUYHVEXWH[FOXVLYHRIUR\DOW\
LQWHUHVWUHVHUYHVRZQHGE\(QHUSOXV





5HVHUYHV1HW 2XUZRUNLQJLQWHUHVW RSHUDWHGDQGQRQ
RSHUDWHG VKDUHRIUHVHUYHVDIWHUWKHGHGXFWLRQRIUR\DOW\
LQWHUHVWUHVHUYHVEXWLQFOXVLYHRIDQ\UR\DOW\LQWHUHVW
UHVHUYHVRZQHGE\(QHUSOXV
5HVHUYHV3UREDEOH $GGLWLRQDOUHVHUYHVFDOFXODWHGLQ
DFFRUGDQFHZLWK1,WKDWDUHOHVVFHUWDLQWREH
UHFRYHUHGWKDQSURYHGUHVHUYHV,WLVHTXDOO\OLNHO\WKDWWKH
DFWXDOUHPDLQLQJTXDQWLWLHVUHFRYHUHGZLOOEHJUHDWHURU
OHVVWKDQWKHVXPRIWKHHVWLPDWHGSURYHGSOXVSUREDEOH
UHVHUYHV
5HVHUYHV3URYHG 5HVHUYHVWKDWFDQEHHVWLPDWHGZLWK
DKLJKGHJUHHRIFHUWDLQW\WREHUHFRYHUDEOHLQDFFRUGDQFH
ZLWK1,,WLVOLNHO\WKDWWKHDFWXDOUHPDLQLQJ
TXDQWLWLHVUHFRYHUHGZLOOH[FHHGWKHHVWLPDWHGSURYHG
UHVHUYHV
5HVHUYHV'HYHORSHG1RQ3URGXFLQJ 5HVHUYHVWKDW
KDYHHLWKHUQRWEHHQRQSURGXFWLRQRUKDYHSUHYLRXVO\
EHHQRQSURGXFWLRQEXWDUHVKXWLQDQGWKHGDWHRI
UHVXPSWLRQRISURGXFWLRQLVXQNQRZQ
5HVHUYHV'HYHORSHG3URGXFLQJ 5HVHUYHVWKDWDUH
H[SHFWHGWREHUHFRYHUHGIURPFRPSOHWLRQLQWHUYDOVRSHQ
DWWKHWLPHRIWKHHVWLPDWH7KHVHUHVHUYHVPD\EH
FXUUHQWO\SURGXFLQJRULIVKXWLQWKH\PXVWKDYH
SUHYLRXVO\EHHQRQSURGXFWLRQDQGWKHGDWHRIUHVXPSWLRQ
RISURGXFWLRQPXVWEHNQRZQZLWKUHDVRQDEOHFHUWDLQW\
5HVHUYHV8QGHYHORSHG 5HVHUYHVH[SHFWHGWREH
UHFRYHUHGIURPNQRZQDFFXPXODWLRQVZKHUHDVLJQLILFDQW
H[SHQGLWXUH IRUH[DPSOHZKHQFRPSDUHGWRWKHFRVWRI
GULOOLQJDZHOO LVUHTXLUHGWRUHQGHUWKHPFDSDEOHRI
SURGXFWLRQ
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