
 

 

 
 
 
January 31, 2018 

VIA SEDAR 
 
British Columbia Securities Commission 
Alberta Securities Commission 
The Manitoba Securities Commission 
Ontario Securities Commission 

 

Dear Sirs/Mesdames: 

Re: Re-filing of the audited consolidated financial statements of BluMetric 
Environmental Inc. for the year ended September 30, 2017 

Please note that our audited consolidated financial statements for the years ended 
September 30, 2017 are being re-filed in order to correct the director signatories on 2nd 
page of the Consolidated Statement of Financial Position from Roger Woeller and 
Murray Malley to Vijay Jog and Jane Pagel, respectively. 

None of these changes affect the numbers contained in such audited consolidated 
financial statements, which were initially filed on January 29, 2018 under SEDAR project 
number 2723630.  

Yours truly, 
/s/ Vivian Karaiskos 
 
Vivian Karaiskos  
Chief Financial Officer 
BluMetric Environmental Inc. 
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“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership. 
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,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�

7R�WKH�6KDUHKROGHUV�RI�

%OX0HWULF�(QYLURQPHQWDO�,QF�

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�%OX0HWULF�(QYLURQPHQWDO�,QF��

DQG�LWV�VXEVLGLDULHV��ZKLFK�FRPSULVH�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�DV�DW�6HSWHPEHU�����

������DQG�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FKDQJHV�LQ�VKDUHKROGHUV¶�HTXLW\��QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�

LQFRPH�DQG�FDVK�IORZV�IRU�WKH�\HDU�WKHQ�HQGHG��DQG�WKH�UHODWHG�QRWHV��ZKLFK�FRPSULVH�D�VXPPDU\�RI�

VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�DQG�RWKHU�H[SODQDWRU\�LQIRUPDWLRQ��

0DQDJHPHQW¶V�UHVSRQVLELOLW\�IRU�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�

VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��DQG�IRU�VXFK�LQWHUQDO�FRQWURO�

DV�PDQDJHPHQW�GHWHUPLQHV�LV�QHFHVVDU\�WR�HQDEOH�WKH�SUHSDUDWLRQ�RI�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

WKDW�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�IUDXG�RU�HUURU��

$XGLWRU¶V�UHVSRQVLELOLW\�

2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLW��

:H�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�&DQDGLDQ�JHQHUDOO\�DFFHSWHG�DXGLWLQJ�VWDQGDUGV��7KRVH�

VWDQGDUGV�UHTXLUH�WKDW�ZH�FRPSO\�ZLWK�HWKLFDO�UHTXLUHPHQWV�DQG�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ�

UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�IURP�PDWHULDO�

PLVVWDWHPHQW��

$Q�DXGLW�LQYROYHV�SHUIRUPLQJ�SURFHGXUHV�WR�REWDLQ�DXGLW�HYLGHQFH�DERXW�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ�

WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��7KH�SURFHGXUHV�VHOHFWHG�GHSHQG�RQ�WKH�DXGLWRU¶V�MXGJPHQW��

LQFOXGLQJ�WKH�DVVHVVPHQW�RI�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

ZKHWKHU�GXH�WR�IUDXG�RU�HUURU��,Q�PDNLQJ�WKRVH�ULVN�DVVHVVPHQWV��WKH�DXGLWRU�FRQVLGHUV�LQWHUQDO�FRQWURO�

UHOHYDQW�WR�WKH�HQWLW\¶V�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQ�RUGHU�

WR�GHVLJQ�DXGLW�SURFHGXUHV�WKDW�DUH�DSSURSULDWH�LQ�WKH�FLUFXPVWDQFHV��EXW�QRW�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�

DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�HQWLW\¶V�LQWHUQDO�FRQWURO��$Q�DXGLW�DOVR�LQFOXGHV�HYDOXDWLQJ�WKH�

DSSURSULDWHQHVV�RI�DFFRXQWLQJ�SROLFLHV�XVHG�DQG�WKH�UHDVRQDEOHQHVV�RI�DFFRXQWLQJ�HVWLPDWHV�PDGH�E\�

PDQDJHPHQW��DV�ZHOO�DV�HYDOXDWLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

:H�EHOLHYH�WKDW�WKH�DXGLW�HYLGHQFH�ZH�KDYH�REWDLQHG�LV�VXIILFLHQW�DQG�DSSURSULDWH�WR�SURYLGH�D�EDVLV�IRU�RXU�

DXGLW�RSLQLRQ��



2SLQLRQ�

,Q�RXU�RSLQLRQ��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�

SRVLWLRQ�RI�%OX0HWULF�(QYLURQPHQWDO�,QF��DQG�LWV�VXEVLGLDULHV�DV�DW�6HSWHPEHU�����������DQG�WKHLU�ILQDQFLDO�

SHUIRUPDQFH�DQG�FDVK�IORZV�IRU�WKH�\HDU�WKHQ�HQGHG�LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�

6WDQGDUGV��

(PSKDVLV�RI�PDWWHU�

:LWKRXW�PRGLI\LQJ�RXU�RSLQLRQ��ZH�GUDZ�\RXU�DWWHQWLRQ�WR�QRWH���WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

ZKLFK�GHVFULEHV�PDWWHUV�DQG�FRQGLWLRQV�WKDW�LQGLFDWH�WKH�H[LVWHQFH�RI�PDWHULDO�XQFHUWDLQWLHV�WKDW�PD\�FDVW�

VLJQLILFDQW�GRXEW�RQ�%OX0HWULF�(QYLURQPHQWDO�,QF�¶V�DELOLW\�WR�FRQWLQXH�DV�D�JRLQJ�FRQFHUQ��

&RPSDUDWLYH�LQIRUPDWLRQ�

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RI�%OX0HWULF�(QYLURQPHQWDO�,QF��DQG�LWV�VXEVLGLDULHV�IRU�WKH�\HDU�

HQG�6HSWHPEHU����������ZHUH�DXGLWHG�E\�DQRWKHU�DXGLWRU�ZKR�H[SUHVVHG�DQ�XQPRGLILHG�RSLQLRQ�LQ�WKHLU�

UHSRUW�GDWHG�-DQXDU\�����������

&KDUWHUHG�3URIHVVLRQDO�$FFRXQWDQWV��/LFHQVHG�3XEOLF�$FFRXQWDQWV�



%OX0HWULF�(QYLURQPHQWDO�,QF��
&RQVROLGDWHG�6WDWHPHQW�RI�)LQDQFLDO�3RVLWLRQ�
$V�DW�6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

2017
$

2016
$

Assets

Current assets
Cash 22,117 314,360
Short-term investments (note 10) - 100,000
Accounts receivable (note 4) 4,731,687 4,547,825
Unbilled revenue 3,444,855 4,047,641
Prepaid expenses 418,892 512,806
Property, plant and equipment held for sale (note 5) 253,081 -
Other assets (note 7) 95,000 251,282

8,965,632 9,773,914

Property, plant and equipment (note 5) 66,212 1,148,402

Intangible assets (note 6) 105,018 362,246

Long-term investment (note 8) - 11,085

Goodwill (note 9) 1,592,095 1,592,095

10,728,957 12,887,742



%OX0HWULF�(QYLURQPHQWDO�,QF��
&RQVROLGDWHG�6WDWHPHQW�RI�)LQDQFLDO�3RVLWLRQ�«FRQWLQXHG
$V�DW�6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

$SSURYHG�E\�WKH�%RDUG�

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB�'LUHFWRU� BBBBBBBBBBBBBBBBBBBBBBBBBBBBBB�'LUHFWRU�

9LMD\�-RJ -DQH�3DJHO

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

2017
$

2016
$

Liabilities

Current liabilities
Bank indebtedness (note 10) 536,385 556,662
Trade and other payables (note 11) 3,616,859 4,958,746
Deferred revenue 274,736 564,623
Advances (note 12) - 8,627
Obligations under finance leases (note 13) - 562
Current portion of long-term debt (note 14) 3,458,629 146,519
Contingent consideration (note 7) - 156,282

7,886,609 6,392,021

Long-term debt (note 14) 364,699 4,358,129

Advances (note 12) 60,000 60,000

Due to shareholders (note 15) 55,502 55,502

8,366,810 10,865,652

Shareholders’ Equity

Share capital (note 16) 5,356,053 5,356,053

Contributed surplus and other equity (note 16) 598,809 593,119

Deficit (3,592,715) (3,927,082)

2,362,147 2,022,090

10,728,957 12,887,742

Going concern (note 1)

Commitments and contingencies (note 21)



%OX0HWULF�(QYLURQPHQWDO�,QF��
&RQVROLGDWHG�6WDWHPHQW�RI�&KDQJHV�LQ�6KDUHKROGHUV¶�(TXLW\�
)RU�WKH�\HDU�HQGHG�6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

Common 
shares 

#

Share 
capital 

$

Contributed
surplus and 
other equity 

$
Deficit 

$
Total 

$

Balance - September 30, 2015 27,880,140 5,356,053 524,086 (4,515,447) 1,364,692

Share-based compensation (note 16) - - 69,033 - 69,033
Net earnings and comprehensive income for 

the year - - - 588,365 588,365

Balance - September 30, 2016  27,880,140  5,356,053  593,119  (3,927,082) 2,022,090 

Share-based compensation (note 16) - - 5,690 - 5,690
Net earnings and comprehensive income for 

the year - - - 334,367 334,367

Balance - September 30, 2017 27,880,140 5,356,053 598,809 (3,592,715) 2,362,147



%OX0HWULF�(QYLURQPHQWDO�,QF��
&RQVROLGDWHG�6WDWHPHQW�RI�1HW�(DUQLQJV�DQG�&RPSUHKHQVLYH�,QFRPH�
)RU�WKH�\HDU�HQGHG�6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

2017
$

2016
$

Revenue (note 22) 30,528,483 31,493,595

Cost of goods sold (note 18) 24,089,263 25,145,136

Gross profit 6,439,220 6,348,459

Operating expenses
Selling, general and administrative (note 18) 5,344,413 5,144,908
Loss (gain) on disposal of property, plant and equipment (note 5) 68,762 (172,876)
Impairment (reversal of impairment) of equity investment (note 7) - (44,849)

5,413,175 4,927,183

Earnings before undernoted items 1,026,045 1,421,276

Share of net loss of an associated company (note 7) - (19,843)

Finance costs (note 18) (691,678) (813,068)

Net earnings and comprehensive income for the year 334,367 588,365

Earnings per share
Basic 0.01 0.02
Diluted (note 20) 0.01 0.02

Weighted average number of shares outstanding
Basic 27,880,140 27,880,140
Diluted (note 20) 27,922,627 27,883,930



%OX0HWULF�(QYLURQPHQWDO�,QF��
&RQVROLGDWHG�6WDWHPHQW�RI�&DVK�)ORZV�
)RU�WKH�\HDU�HQGHG�6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

2017
$

2016
$

Cash provided by (used in)

Operating activities
Net earnings and comprehensive income for the year 334,367 588,365
Non-cash items

Depreciation of property, plant and equipment (note 5) 120,495 174,703
Amortization of intangible assets (note 6) 257,228 299,956
Loss (gain) on disposal of property, plant and equipment (note 5) 68,762 (172,876)
Impairment (reversal of impairment) of equity investment (note 7) - (44,849)
Interest accretion on convertible debenture - 88,007
Interest accretion on long-term debt 26,264 57,517
Accrued interest on advances - 4,202
Share of net loss of an associated company (note 7) - 19,843
Realized gain on investment held for sale (24,518) (6,096)
Share-based compensation (note 16) 5,690 69,033
Changes in working capital items (note 19) (1,118,936) (1,097,463)

(330,648) (19,658)

Investing activities
Acquisition of property, plant and equipment (note 5) (13,715) (14,357)
Proceeds from sale of property, plant and equipment (note 5) 653,567 399,750
Acquisition of intangible assets (note 6) - (12,320)
Proceeds on disposal of short-term investments 100,000 409,425
Purchase of short-term investments - (100,000)
Proceeds on disposal of investment held for sale 35,603 15,468

775,455 697,966

Financing activities
Repayment of advances (8,627) (2,157)
Debt financing fees - (70,243)
Proceeds from long-term debt - 2,500,000
Repayment of convertible debentures - (1,430,000)
Repayment of long-term debt (707,584) (421,717)
Principal payments on finance leases (562) (3,960)
Increase (decrease) in use of credit facilities - (1,470,000)

(716,773) (898,077)

Change in cash and cash equivalents during the year (271,966) (219,769)

Bank indebtedness - Beginning of year (242,302) (22,533)

Bank indebtedness - End of year (514,268) (242,302)

Bank indebtedness is comprised of
Cash 22,117 314,360
Bank indebtedness (536,385) (556,662)

(514,268) (242,302)
Supplementary information
Interest paid - included in operating activities 573,396 551,336



%OX0HWULF�(QYLURQPHQWDO�,QF��
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

���

� 1DWXUH�RI�RSHUDWLRQV�DQG�JRLQJ�FRQFHUQ�

%OX0HWULF�(QYLURQPHQWDO�,QF���WKH�&RPSDQ\��LV�DQ�LQWHJUDWHG�SURGXFW�DQG�VHUYLFH�RUJDQL]DWLRQ�SURYLGLQJ�

VXVWDLQDEOH�VROXWLRQV�WR�FRPSOH[�HQYLURQPHQWDO�LVVXHV�LQ�&DQDGD�DQG�DEURDG��7KH�&RPSDQ\�VHUYHV�FOLHQWV�LQ�

PDQ\�LQGXVWULDO�VHFWRUV��DQG�DW�DOO�OHYHOV�RI�JRYHUQPHQW��ERWK�GRPHVWLFDOO\�DQG�LQWHUQDWLRQDOO\��

7KH�&RPSDQ\�IRFXVHV�RQ�WKH�IROORZLQJ��

x VHUYLFHV�DQG�VROXWLRQV��HQYLURQPHQWDO�HDUWK�VFLHQFHV�DQG�HQJLQHHULQJ��FRQWDPLQDWHG�VLWH�UHPHGLDWLRQ��

ZDWHU�UHVRXUFH�PDQDJHPHQW��LQGXVWULDO�K\JLHQH��RFFXSDWLRQDO�KHDOWK�DQG�VDIHW\��ZDWHU�DQG�ZDVWHZDWHU�

GHVLJQ�EXLOG�DQG�SUH�HQJLQHHUHG�VROXWLRQV�

7KH�KHDG�RIILFH�RI�WKH�&RPSDQ\�LV�ORFDWHG�DW������&DUS�5RDG��2WWDZD��2QWDULR��&DQDGD�.�$��/���7KH�

&RPSDQ\¶V�FRPPRQ�VKDUHV�DUH�OLVWHG�RQ�WKH�7RURQWR�9HQWXUH�([FKDQJH��76;�9��LQ�&DQDGD���

*RLQJ�FRQFHUQ�

7KHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�,QWHUQDWLRQDO�)LQDQFLDO�

5HSRUWLQJ�6WDQGDUGV��,)56��DSSOLFDEOH�WR�D�JRLQJ�FRQFHUQ��ZKLFK�FRQWHPSODWHV�WKDW�WKH�&RPSDQ\�ZLOO�EH�DEOH�WR�

UHDOL]H�LWV�DVVHWV�DQG�GLVFKDUJH�LWV�OLDELOLWLHV�LQ�WKH�QRUPDO�FRXUVH�RI�RSHUDWLRQV�IRU�WKH�IRUHVHHDEOH�IXWXUH���

7KH�&RPSDQ\�ZDV�QRW�LQ�FRPSOLDQFH�ZLWK�WKH�IL[HG�FKDUJH�FRYHUDJH�UDWLR�FRYHQDQW�UHODWHG�WR�LWV�GHPDQG�FUHGLW�

IDFLOLW\�DV�DW�6HSWHPEHU�����������7KH�QRQ�FRPSOLDQFH�ZDV�WULJJHUHG�E\�LWV�PRUWJDJH�RQ�LWV�RIILFH�EXLOGLQJ�DW�

�����&DUS�5RDG�FRPLQJ�GXH�RQ�-XO\����������DQG�WKHUHIRUH�EHLQJ�FODVVLILHG�DV�D�FXUUHQW�OLDELOLW\�DV�DW�

6HSWHPEHU�����������7KH�&RPSDQ\�LV�DUUDQJLQJ�DOWHUQDWLYH�ILQDQFLQJ�ZLWK�UHVSHFW�WR�WKLV�PRUWJDJH�DQG�H[SHFWV�

WR�KDYH�D�QHZ�DJUHHPHQW�LQ�SODFH�VKRUWO\��7KLV�VLWXDWLRQ�KDV�FUHDWHG�D�FURVV�GHIDXOW�ZLWK�WKH�&RPSDQ\¶V�WHUP�

ORDQ�DJUHHPHQW��$OWKRXJK�WKH�&RPSDQ\�KDV�UHFHLYHG�D�ZDLYHU�IURP�LWV�WHUP�ORDQ�OHQGHU�ZLWK�UHVSHFW�WR�WKLV�

FURVV�GHIDXOW��WKH�&RPSDQ\�LV�UHTXLUHG�WR�UH�FODVVLI\�WKH�ILYH�\HDU�WHUP�ORDQ�DV�DW�6HSWHPEHU����������WR�FXUUHQW�

OLDELOLWLHV�XQGHU�,)56��

7KH�&RPSDQ\�KDV�EHHQ�DFWLYHO\�DGGUHVVLQJ�LWV�FDVK�IORZ�VKRUW�IDOOV�WKURXJK�FRVW�FRQWURO�DQG�WKH�VDOH�RI�QRQ�

FRUH�DVVHWV��DV�ZHOO�DV�WKH�SXUVXLW�RI�QHZ�UHYHQXH�FRQWUDFWV��,Q�DGGLWLRQ��WKH�&RPSDQ\�HQWHUHG�LQWR�QHZ�FUHGLW�

DQG�ORDQ�DUUDQJHPHQWV�RQ�6HSWHPEHU�����������ZKLFK�LPSURYHG�LWV�ILQDQFLDO�SRVLWLRQ��7KH�&RPSDQ\�DQWLFLSDWHV�

KDYLQJ�VXIILFLHQW�IXQGV�RYHU�WKH�QH[W�WZHOYH�PRQWKV�WR�GLVFKDUJH�LWV�OLDELOLWLHV��DV�ZHOO�DV�VXIILFLHQW�HDUQLQJV�WR�

PHHW�DOO�GHEW�FRYHQDQWV��1HYHUWKHOHVV��WKHUH�LV�QR�DVVXUDQFH�WKDW�WKHVH�RQJRLQJ�LQLWLDWLYHV�ZLOO�FRQWLQXH�WR�EH�

VXFFHVVIXO��

7KH�&RPSDQ\¶V�DELOLW\�WR�FRQWLQXH�DV�D�JRLQJ�FRQFHUQ�LV�GHSHQGHQW�RQ�LWV�DELOLW\�WR�SURGXFH�VXIILFLHQW�UHYHQXHV�

DQG�OLPLW�H[SHQVHV�WR�DOORZ�WKH�&RPSDQ\�WR�VHUYLFH�LWV�GHEW�DQG�UHPDLQ�LQ�FRPSOLDQFH�ZLWK�LWV�GHEW�FRYHQDQWV��

,Q�DVVHVVLQJ�ZKHWKHU�WKLV�DVVXPSWLRQ�LV�DSSURSULDWH��PDQDJHPHQW�WDNHV�LQWR�DFFRXQW�DOO�DYDLODEOH�LQIRUPDWLRQ�

DERXW�WKH�IXWXUH��ZKLFK�LV�DW�OHDVW��EXW�QRW�OLPLWHG�WR��WZHOYH�PRQWKV�IURP�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��7KHVH�

FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�GR�QRW�UHIOHFW�DGMXVWPHQWV�LQ�WKH�FDUU\LQJ�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV��WKH�

UHSRUWHG�UHYHQXHV�DQG�H[SHQVHV��DQG�WKH�FRQVROLGDWHG�EDODQFH�VKHHW�FODVVLILFDWLRQV�XVHG�WKDW�ZRXOG�EH�

QHFHVVDU\�LI�WKH�&RPSDQ\�ZHUH�XQDEOH�WR�UHDOL]H�LWV�DVVHWV�DQG�VHWWOH�LWV�OLDELOLWLHV�DV�D�JRLQJ�FRQFHUQ�LQ�WKH�

QRUPDO�FRXUVH�RI�RSHUDWLRQV��6XFK�DGMXVWPHQWV�FRXOG�EH�PDWHULDO��



%OX0HWULF�(QYLURQPHQWDO�,QF��
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

���

� %DVLV�RI�SUHVHQWDWLRQ�

6WDWHPHQW�RI�FRPSOLDQFH�

7KHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�,)56�DV�LVVXHG�E\�WKH�

,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��,$6%��DQG�WKH�LQWHUSUHWDWLRQV�RI�WKH�,QWHUQDWLRQDO�)LQDQFLDO�

5HSRUWLQJ�,QWHUSUHWDWLRQV�&RPPLWWHH��

$XWKRUL]DWLRQ�RI�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�ZHUH�DSSURYHG�DQG�DXWKRUL]HG�IRU�LVVXH�E\�WKH�%RDUG�RI�'LUHFWRUV�RQ�

-DQXDU\�����������

3UHVHQWDWLRQ�DQG�IXQFWLRQDO�FXUUHQF\�

7KH�&RPSDQ\¶V�SUHVHQWDWLRQ�DQG�IXQFWLRQDO�FXUUHQF\�LV�WKH�&DQDGLDQ�GROODU��

%DVLV�RI�PHDVXUHPHQW�

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�RQ�WKH�KLVWRULFDO�FRVW�EDVLV���

&ULWLFDO�DFFRXQWLQJ�MXGJPHQWV��HVWLPDWHV�DQG�DVVXPSWLRQV�

7KH�SUHSDUDWLRQ�RI�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�,)56�UHTXLUHV�PDQDJHPHQW�WR�PDNH�

MXGJPHQWV��HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�WKH�&RPSDQ\¶V�DVVHWV��OLDELOLWLHV��

UHYHQXHV�DQG�H[SHQVHV�GXULQJ�WKH�UHSRUWLQJ�SHULRG�SUHVHQWHG��

x -XGJPHQWV�

7KH�IROORZLQJ�DUH�VLJQLILFDQW�PDQDJHPHQW�MXGJPHQWV�LQ�DSSO\LQJ�WKH�DFFRXQWLQJ�SROLFLHV�RI�WKH�&RPSDQ\�

WKDW�KDYH�WKH�PRVW�VLJQLILFDQW�DIIHFW�RQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

x *RLQJ�FRQFHUQ�

7KH�DVVHVVPHQW�RI�WKH�&RPSDQ\¶V�DELOLW\�WR�FRQWLQXH�DV�D�JRLQJ�FRQFHUQ�DQG�WR�UDLVH�VXIILFLHQW�IXQGV�

WR�SD\�IRU�LWV�RQJRLQJ�RSHUDWLQJ�H[SHQGLWXUHV�DQG�WR�PHHW�LWV�OLDELOLWLHV�IRU�WKH�HQVXLQJ�\HDU�LQYROYHV�

VLJQLILFDQW�MXGJPHQW�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH�DQG�RWKHU�IDFWRUV�LQFOXGLQJ�H[SHFWDWLRQ�RI�IXWXUH�

HYHQWV�WKDW�DUH�EHOLHYHG�WR�EH�UHDVRQDEOH�XQGHU�WKH�FLUFXPVWDQFHV���

x 3HUFHQWDJH�RI�FRPSOHWLRQ�RI�IL[HG�SULFH�FRQWUDFWV�

7KH�JURVV�DPRXQW�GXH�IURP�FXVWRPHUV�IRU�FRQWUDFW�ZRUN�LV�SUHVHQWHG�ZLWKLQ�XQELOOHG�UHYHQXHV�IRU�DOO�

FRQWUDFWV�LQ�SURJUHVV�IRU�ZKLFK�FRVWV�LQFXUUHG�SOXV�UHFRJQL]HG�SURILWV��OHVV�UHFRJQL]HG�ORVVHV��H[FHHGV�

SURJUHVV�ELOOLQJV��
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)RU�FRQWUDFWV�DFFRXQWHG�IRU�XVLQJ�WKH�SHUFHQWDJH�RI�FRPSOHWLRQ�PHWKRG��WKH�VWDJH�RI�FRPSOHWLRQ�LV�

DVVHVVHG�E\�PDQDJHPHQW�WDNLQJ�LQWR�FRQVLGHUDWLRQ�DOO�LQIRUPDWLRQ�DYDLODEOH�DW�WKH�UHSRUWLQJ�GDWH��,Q�

WKLV�SURFHVV��PDQDJHPHQW�H[HUFLVHV�VLJQLILFDQW�MXGJPHQW�DERXW�DFWXDO�FRVWV�LQFXUUHG�DQG�WKH�

HVWLPDWHG�FRVWV�WR�FRPSOHWH�WKH�UHODWHG�FRQWUDFW��

x &RQVXOWLQJ�FRQWUDFWV�

'HWHUPLQLQJ�LI�WKH�&RPSDQ\�LV�DFWLQJ�DV�D�SULQFLSDO�RU�DQ�DJHQW�LQ�WKH�FRQWH[W�RI�WKH�SDUWLFXODUV�RI�WKH�

XQGHUO\LQJ�FRQWUDFWV�UHTXLUHV�PDQDJHPHQW�MXGJPHQW��,I�LW�LV�GHWHUPLQHG�WKDW�DQ�DJHQW�UHODWLRQVKLS�

H[LVWV��WKH�UHYHQXH�UHFRUGHG�ZRXOG�EH�QHW�RI�GLUHFW�FRVWV��

x 5HFRJQLWLRQ�RI�GHIHUUHG�LQFRPH�WD[�DVVHWV�DQG�PHDVXUHPHQW�RI�LQFRPH�WD[�H[SHQVH�

0DQDJHPHQW�FRQWLQXDOO\�HYDOXDWHV�WKH�OLNHOLKRRG�WKDW�LWV�GHIHUUHG�WD[�DVVHWV�FRXOG�EH�UHDOL]HG��7KLV�

UHTXLUHV�PDQDJHPHQW�WR�DVVHVV�ZKHWKHU�LW�LV�SUREDEOH�WKDW�VXIILFLHQW�WD[DEOH�LQFRPH�ZLOO�H[LVW�LQ�WKH�

IXWXUH�WR�XWLOL]H�WKHVH�ORVVHV�ZLWKLQ�WKH�FDUU\�IRUZDUG�SHULRG��%\�LWV�QDWXUH��WKLV�DVVHVVPHQW�UHTXLUHV�

VLJQLILFDQW�MXGJPHQW��7R�GDWH��PDQDJHPHQW�KDV�QRW�UHFRJQL]HG�DQ\�GHIHUUHG�WD[�DVVHWV�LQ�H[FHVV�RI�

H[LVWLQJ�WD[DEOH�WHPSRUDU\�GLIIHUHQFHV�H[SHFWHG�WR�UHYHUVH�ZLWKLQ�WKH�FDUU\�IRUZDUG�SHULRG��

x (VWLPDWLRQ�XQFHUWDLQW\�

,QIRUPDWLRQ�DERXW�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�KDYH�WKH�PRVW�VLJQLILFDQW�HIIHFW�RQ�UHFRJQLWLRQ�DQG�

PHDVXUHPHQW�RI�DVVHWV��OLDELOLWLHV��UHYHQXHV�DQG�H[SHQVHV�LV�SURYLGHG�EHORZ��$FWXDO�UHVXOWV�PD\�EH�

VXEVWDQWLDOO\�GLIIHUHQW��

x $OORZDQFH�IRU�GRXEWIXO�DFFRXQWV�

$W�HDFK�UHSRUWLQJ�GDWH��WKH�&RPSDQ\�PDNHV�DQ�DVVHVVPHQW�RI�ZKHWKHU�DFFRXQWV�UHFHLYDEOH�DUH�

FROOHFWLEOH�IURP�FXVWRPHUV��$FFRUGLQJO\��PDQDJHPHQW�HVWDEOLVKHV�DQ�DOORZDQFH�IRU�HVWLPDWHG�ORVVHV�

DULVLQJ�IURP�QRQ�SD\PHQW��WDNLQJ�LQWR�FRQVLGHUDWLRQ�FXVWRPHU�FUHGLWZRUWKLQHVV��FXUUHQW�HFRQRPLF�

WUHQGV�DQG�SDVW�H[SHULHQFH��,I�IXWXUH�FROOHFWLRQV�DQG�WUHQGV�GLIIHU�IURP�HVWLPDWHV��IXWXUH�HDUQLQJV�ZLOO�

EH�DIIHFWHG��

x ,PSDLUPHQW�DVVHVVPHQWV�

/RQJ�OLYHG�DVVHWV��VXFK�DV�SURSHUW\��SODQW�DQG�HTXLSPHQW�DQG�LQWDQJLEOH�DVVHWV��VXEMHFW�WR�

GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ��DUH�WHVWHG�IRU�UHFRYHUDELOLW\�ZKHQ�WKHUH�LV�DQ�LQGLFDWLRQ�WKDW�WKHLU�

FDUU\LQJ�YDOXH�PD\�QRW�EH�UHFRYHUDEOH��*RRGZLOO�LV�WHVWHG�DW�OHDVW�DQQXDOO\��,Q�PDQ\�FDVHV��

GHWHUPLQLQJ�LI�WKHUH�DUH�DQ\�IDFWV�DQG�FLUFXPVWDQFHV�LQGLFDWLQJ�DQ�LPSDLUPHQW�ORVV�RU�WKH�UHYHUVDO�RI�

DQ�LPSDLUPHQW�ORVV�LV�D�VXEMHFWLYH�SURFHVV�LQYROYLQJ�MXGJPHQW�DQG�D�QXPEHU�RI�HVWLPDWHV�DQG�

DVVXPSWLRQV��7KH�FDUU\LQJ�YDOXH�RI�D�ORQJ�OLYHG�DVVHW�LV�QRW�UHFRYHUDEOH�ZKHQ�LW�H[FHHGV�WKH�

UHFRYHUDEOH�DPRXQW��ZKLFK�LV�WKH�KLJKHU�RI�DQ�DVVHW¶V�IDLU�YDOXH�OHVV�FRVWV�WR�VHOO�DQG�LWV�YDOXH�LQ�XVH��

(VWLPDWLRQ�XQFHUWDLQW\�UHODWHV�WR�DVVXPSWLRQV�DERXW�IXWXUH�RSHUDWLQJ�UHVXOWV�DQG�WKH�GHWHUPLQDWLRQ�

RI�D�VXLWDEOH�GLVFRXQW�UDWH��,Q�PRVW�FDVHV��GHWHUPLQLQJ�WKH�DSSOLFDEOH�GLVFRXQW�UDWH�LQYROYHV�

HVWLPDWLQJ�WKH�DSSURSULDWH�DGMXVWPHQWV�WR�PDUNHW�ULVN�DQG�WKH�DSSURSULDWH�DGMXVWPHQW�WR�DVVHW�
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VSHFLILF�ULVN�IDFWRUV��7KH�DFWXDO�UHVXOWV�PD\�YDU\�DQG�FDXVH�VLJQLILFDQW�DGMXVWPHQWV�WR�WKH�&RPSDQ\¶V�

DVVHWV�ZLWKLQ�WKH�QH[W�ILQDQFLDO�\HDU���

x 6KDUH�EDVHG�FRPSHQVDWLRQ�

7KH�HVWLPDWLRQ�RI�VKDUH�EDVHG�SD\PHQW�FRVWV�UHTXLUHV�WKH�VHOHFWLRQ�RI�DQ�DSSURSULDWH�YDOXDWLRQ�PRGHO�

DQG�FRQVLGHUDWLRQ�DV�WR�WKH�LQSXWV�QHFHVVDU\�IRU�WKH�YDOXDWLRQ�PRGHO�FKRVHQ��7KH�&RPSDQ\�KDV�PDGH�

HVWLPDWHV�DV�WR�WKH�YRODWLOLW\�RI�LWV�RZQ�VKDUHV�DQG��WKH�H[SHFWHG�OLIH�RI�VKDUH�RSWLRQV�JUDQWHG��7KH�

PRGHO�XVHG�E\�WKH�&RPSDQ\�LV�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO��

� 6XPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�

3ULQFLSOHV�RI�FRQVROLGDWLRQ�

7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�WKH�SDUHQW�FRPSDQ\�DQG�LWV�ZKROO\�RZQHG�

VXEVLGLDU\��%OX0HWULF�6�$��GH�&�9���(O�6DOYDGRU��$OO�LQWHUFRPSDQ\�WUDQVDFWLRQV�DQG�EDODQFHV�EHWZHHQ�WKHVH�

FRPSDQLHV�KDYH�EHHQ�HOLPLQDWHG�RQ�FRQVROLGDWLRQ�LQFOXGLQJ�XQUHDOL]HG�JDLQV�RU�ORVVHV��

)LQDQFLDO�LQVWUXPHQWV��

)LQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�DUH�UHFRJQL]HG�ZKHQ�WKH�&RPSDQ\�EHFRPHV�D�SDUW\�WR�WKH�FRQWUDFWXDO�

SURYLVLRQV�RI�WKH�ILQDQFLDO�LQVWUXPHQW�DQG�DUH�PHDVXUHG�LQLWLDOO\�DW�IDLU�YDOXH�DGMXVWHG�E\�WUDQVDFWLRQ�FRVWV��

H[FHSW�IRU�WKRVH�FDUULHG�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV��ZKLFK�DUH�PHDVXUHG�LQLWLDOO\�DW�IDLU�YDOXH���

6XEVHTXHQW�PHDVXUHPHQW�RI�ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�LV�GHVFULEHG�EHORZ��

x /RDQV�DQG�UHFHLYDEOHV�DUH�VXEVHTXHQWO\�PHDVXUHG�DW�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG��

OHVV�DQ\�LPSDLUPHQW�ORVVHV��ZLWK�LQWHUHVW�UHFRJQL]HG�RQ�DQ�HIIHFWLYH�\LHOG�EDVLV��&DVK��VKRUW�WHUP�

LQYHVWPHQWV��DQG�DFFRXQWV�UHFHLYDEOH�DUH�FODVVLILHG�DV�ORDQV�DQG�UHFHLYDEOHV��

x )LQDQFLDO�OLDELOLWLHV�DUH�VXEVHTXHQWO\�PHDVXUHG�DW�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG��7KH�

&RPSDQ\¶V�ILQDQFLDO�OLDELOLWLHV�LQFOXGH�EDQN�LQGHEWHGQHVV��WUDGH�DQG�RWKHU�SD\DEOHV��DGYDQFHV��REOLJDWLRQV�

XQGHU�ILQDQFH�OHDVHV��ORQJ�WHUP�GHEW�DQG�GXH�WR�VKDUHKROGHUV���

x )LQDQFLDO�OLDELOLWLHV�DW�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV�DUH�VXEVHTXHQWO\�PHDVXUHG�DW�IDLU�YDOXH�DQG�FKDQJHV�

WKHUHLQ�DUH�UHFRJQL]HG�LQ�FRQVROLGDWHG�VWDWHPHQW�RI�QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH��7KH�

FRQWLQJHQW�OLDELOLW\�EHORQJV�LQ�WKLV�FDWHJRU\���
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x ,QYHVWPHQWV�LQ�VHFXULWLHV�DUH�XVXDOO\�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH��7KH\�DUH�DFFRXQWHG�IRU�DW�IDLU�YDOXH�LI�

UHOLDEO\�PHDVXUDEOH��ZLWK�XQUHDOL]HG�JDLQV�DQG�ORVVHV�LQFOXGHG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH��H[FHSW�IRU�

IRUHLJQ�H[FKDQJH�JDLQV�DQG�ORVVHV�RQ�PRQHWDU\�LQYHVWPHQWV��ZKLFK�DUH�UHFRJQL]HG�LQ�HDUQLQJV��(TXLW\�

LQVWUXPHQWV�WKDW�GR�QRW�KDYH�D�TXRWHG�PDUNHW�SULFH�LQ�DQ�DFWLYH�PDUNHW�DQG�ZKRVH�IDLU�YDOXH�FDQQRW�EH�

UHOLDEO\�PHDVXUHG�DUH�UHFRUGHG�DW�FRVW��,PSDLUPHQW�FKDUJHV�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV��7KH�&RPSDQ\�

GRHVQ¶W�KDYH�DQ\�ILQDQFLDO�LQVWUXPHQWV�LQ�WKLV�FDWHJRU\��

$W�WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG��WKH�&RPSDQ\�DVVHVVHV�ZKHWKHU�WKHUH�LV�REMHFWLYH�HYLGHQFH�WKDW�D�ILQDQFLDO�

DVVHW�PHDVXUHG�DW�DPRUWL]HG�FRVW�LV�LPSDLUHG�DQG�FKDQJHV�WKHUHLQ�DUH�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�

RI�QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH���

)LQDQFLDO�DVVHWV�DUH�GHUHFRJQL]HG�ZKHQ�WKH�FRQWUDFWXDO�ULJKWV�WR�WKH�FDVK�IORZV�IURP�ILQDQFLDO�DVVHWV�H[SLUH�RU�

KDYH�EHHQ�WUDQVIHUUHG��$�ILQDQFLDO�OLDELOLW\�LV�GHUHFRJQL]HG�ZKHQ�LW�LV�H[WLQJXLVKHG��GLVFKDUJHG��FDQFHOOHG�RU�

ZKHQ�LW�H[SLUHV��

$OO�LQFRPH�DQG�H[SHQVHV�UHODWLQJ�WR�ILQDQFLDO�DVVHWV�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DQG�DUH�SUHVHQWHG�ZLWKLQ�

ILQDQFH�FRVWV�RU�ILQDQFH�LQFRPH��H[FHSW�IRU�LPSDLUPHQW�RI�DFFRXQWV�UHFHLYDEOH��ZKLFK�LV�SUHVHQWHG�ZLWKLQ�

JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV��

)DLU�YDOXH�KLHUDUFK\��

7KH�&RPSDQ\�FODVVLILHV�ILQDQFLDO�LQVWUXPHQWV�UHFRJQL]HG�DW�IDLU�YDOXH�LQ�DFFRUGDQFH�ZLWK�D�IDLU�YDOXH�KLHUDUFK\�

WKDW�SULRULWL]HV�WKH�LQSXWV�WR�WKH�YDOXDWLRQ�WHFKQLTXH�XVHG�WR�PHDVXUH�IDLU�YDOXH�DV�SHU�,)56����)LQDQFLDO�

,QVWUXPHQWV���'LVFORVXUHV��7KH�KLHUDUFK\�JLYHV�WKH�KLJKHVW�SULRULW\�WR�XQDGMXVWHG�TXRWHG�SULFHV�LQ�DFWLYH�

PDUNHWV�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV��/HYHO���PHDVXUHPHQWV��DQG�WKH�ORZHVW�SULRULW\�WR�XQREVHUYDEOH�LQSXWV�

�/HYHO���PHDVXUHPHQWV����

7KH�WKUHH�OHYHOV�RI�WKH�IDLU�YDOXH�KLHUDUFK\�DUH�GHVFULEHG�EHORZ���

/HYHO�����XQDGMXVWHG�TXRWHG�SULFHV�LQ�DFWLYH�PDUNHWV�WKDW�DUH�DFFHVVLEOH�DW�WKH�PHDVXUHPHQW�GDWH�IRU�LGHQWLFDO��

XQUHVWULFWHG�DVVHWV�RU�OLDELOLWLHV���

/HYHO�����TXRWHG�SULFHV�LQ�PDUNHWV�WKDW�DUH�QRW�DFWLYH��RU�LQSXWV�WKDW�DUH�REVHUYDEOH��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\��

IRU�VXEVWDQWLDOO\�WKH�IXOO�WHUP�RI�WKH�DVVHW�RU�OLDELOLW\��DQG��

/HYHO�����SULFHV�RU�YDOXDWLRQ�WHFKQLTXHV�WKDW�UHTXLUH�LQSXWV�WKDW�DUH�ERWK�VLJQLILFDQW�WR�WKH�IDLU�YDOXH�

PHDVXUHPHQW�DQG�XQREVHUYDEOH��VXSSRUWHG�E\�OLWWOH�RU�QR�PDUNHW�DFWLYLW\���

)RUHLJQ�FXUUHQF\�WUDQVDFWLRQV�DQG�EDODQFHV�

)RUHLJQ�FXUUHQF\�WUDQVDFWLRQV�DUH�WUDQVODWHG�XVLQJ�WKH�H[FKDQJH�UDWHV�SUHYDLOLQJ�DW�WKH�GDWHV�RI�WKH�WUDQVDFWLRQV�

�VSRW�H[FKDQJH�UDWH���)RUHLJQ�H[FKDQJH�JDLQV�DQG�ORVVHV�UHVXOWLQJ�IURP�WKH�VHWWOHPHQW�RI�VXFK�WUDQVDFWLRQV�DQG�

IURP�WKH�UHPHDVXUHPHQW�RI�PRQHWDU\�LWHPV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�DW�WKH�H[FKDQJH�UDWHV�SUHYDLOLQJ�

DW�WKH�\HDU�HQG�GDWH�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV��
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1RQ�PRQHWDU\�LWHPV�DUH�QRW�UHWUDQVODWHG�DW�\HDU�HQG�DQG�DUH�PHDVXUHG�DW�KLVWRULFDO�FRVW��WUDQVODWHG�XVLQJ�WKH�

H[FKDQJH�UDWHV�DW�WKH�WUDQVDFWLRQ�GDWH���H[FHSW�IRU�QRQ�PRQHWDU\�LWHPV�PHDVXUHG�DW�IDLU�YDOXH��ZKLFK�DUH�

WUDQVODWHG�XVLQJ�WKH�H[FKDQJH�UDWHV�DW�WKH�GDWH�ZKHQ�IDLU�YDOXH�ZDV�GHWHUPLQHG��

5HYHQXH�UHFRJQLWLRQ�

5HYHQXH�FRPSULVHV�UHYHQXH�IURP�WKH�UHQGHULQJ�RI�VHUYLFHV�DQG�WKH�VDOH�RI�JRRGV��5HYHQXH�LV�UHFRJQL]HG�WR�WKH�

H[WHQW�WKDW�LW�LV�SUREDEOH�WKDW�WKH�HFRQRPLF�EHQHILWV�ZLOO�IORZ�WR�WKH�&RPSDQ\�DQG�WKH�UHYHQXH�FDQ�EH�UHOLDEO\�

PHDVXUHG��UHJDUGOHVV�RI�ZKHQ�WKH�SD\PHQW�LV�EHLQJ�PDGH��5HYHQXH�LV�PHDVXUHG�DW�WKH�IDLU�YDOXH�RI�WKH�

FRQVLGHUDWLRQ�UHFHLYHG�RU�UHFHLYDEOH��H[FOXGLQJ�GLVFRXQWV��VDOHV�WD[HV��UHWXUQV�DQG�UHEDWHV���

8QELOOHG�UHYHQXH�UHSUHVHQWV�ZRUN�LQ�SURJUHVV�WKDW�KDV�EHHQ�UHFRJQL]HG�DV�UHYHQXH�EXW�QRW�\HW�LQYRLFHG�WR�

FOLHQWV���

$PRXQWV�ELOOHG�LQ�DGYDQFH�RI�SHUIRUPDQFH�DUH�UHFRUGHG�DV�GHIHUUHG�UHYHQXH��'HIHUUHG�UHYHQXH�LV�FODVVLILHG�DV�

QRQ�FXUUHQW�LI�LW�UHODWHV�WR�SHUIRUPDQFH�REOLJDWLRQV�WKDW�DUH�H[SHFWHG�WR�EH�IXOILOOHG�DIWHU����PRQWKV�IURP�WKH�

HQG�RI�WKH�UHSRUWLQJ�SHULRG��

5HYHQXH�IURP�IL[HG�IHH�FRQWUDFWV�LV�UHFRJQL]HG�XVLQJ�WKH�SHUFHQWDJH�RI�FRPSOHWLRQ�PHWKRG�RI�DFFRXQWLQJ��7KH�

&RPSDQ\�JHQHUDOO\�XVHV�WKH�FRVW�DSSURDFK�WR�PHDVXUH�WKH�SURJUHVV�WR�FRPSOHWLRQ�IRU�WKHVH�FRQWUDFWV��8QGHU�

WKLV�PHWKRG��WKH�VWDJH�RI�FRPSOHWLRQ�LV�PHDVXUHG�E\�UHIHUHQFH�WR�DFWXDO�FRVWV�LQFXUUHG�WR�GDWH�DV�D�SHUFHQWDJH�RI�

WRWDO�HVWLPDWHG�FRVWV�WR�FRPSOHWH�WKH�FRQWUDFW��ZKLFK�DUH�UHYLHZHG�DQG�XSGDWHG�URXWLQHO\�IRU�FRQWUDFWV�LQ�

SURJUHVV��7KH�FXPXODWLYH�HIIHFW�RI�DQ\�FKDQJH�LQ�HVWLPDWH�LV�UHFRUGHG�LQ�WKH�SHULRG�ZKHQ�WKH�FKDQJH�LQ�HVWLPDWH�

LV�GHWHUPLQHG��

5HYHQXH�IURP�WLPH�DQG�PDWHULDOV�FRQWUDFWV�LV�UHFRJQL]HG�DV�FRVWV�DUH�LQFXUUHG��5HYHQXH�LV�FDOFXODWHG�EDVHG�RQ�

ELOOLQJ�UDWHV�IRU�WKH�VHUYLFHV�SHUIRUPHG�DQG�PDWHULDO�FRVWV�LQFXUUHG���

:KHUH�WKH�FRQWUDFW�RXWFRPH�FDQQRW�EH�PHDVXUHG�UHOLDEO\��UHYHQXH�LV�UHFRJQL]HG�RQO\�WR�WKH�H[WHQW�WKDW�WKH�

H[SHQVHV�LQFXUUHG�DUH�HOLJLEOH�WR�EH�UHFRYHUHG��3URYLVLRQV�IRU�HVWLPDWHG�ORVVHV�RQ�LQFRPSOHWH�FRQWUDFWV�DUH�

PDGH�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�ORVVHV�DUH�GHWHUPLQHG���

,Q�WKH�FRXUVH�RI�SURYLGLQJ�LWV�VHUYLFHV��WKH�&RPSDQ\�LQFXUV�FHUWDLQ�GLUHFW�FRVWV�VXFK�DV�WUDYHO�DQG�OLYLQJ�

H[SHQVHV�IRU�LWV�VWDII��DQG�RWKHU�H[SHQGLWXUHV�VXFK�DV�VXE�FRQVXOWDQWV�DQG�WKLUG�SDUW\�SURGXFW�RU�VHUYLFH�

SURYLGHUV��WKDW�DUH�UHFRYHUDEOH�GLUHFWO\�IURP�FOLHQWV��7KHVH�GLUHFW�FRVWV�DUH�LQFOXGHG�LQ�WKH�&RPSDQ\¶V�JURVV�

UHYHQXH��DV�PDQDJHPHQW�KDV�GHWHUPLQHG�LW�LV�DFWLQJ�DV�WKH�SULQFLSDO�LQ�WKHVH�SURMHFWV��6LQFH�VXFK�GLUHFW�FRVWV�

FDQ�YDU\�VLJQLILFDQWO\�IURP�FRQWUDFW�WR�FRQWUDFW��FKDQJHV�LQ�UHYHQXH�PD\�QRW�EH�LQGLFDWLYH�RI�WKH�&RPSDQ\¶V�

UHYHQXH�WUHQGV���

%DVLF�DQG�GLOXWHG�HDUQLQJV�SHU�VKDUH�

7KH�EDVLF�HDUQLQJV�SHU�VKDUH�LV�FDOFXODWHG�RQ�WKH�EDVLV�RI�QHW�HDUQLQJV�DWWULEXWDEOH�WR�WKH�VKDUHKROGHUV�RI�WKH�

&RPSDQ\�GLYLGHG�E\�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�\HDU��'LOXWHG�

HDUQLQJV�SHU�VKDUH�LV�FDOFXODWHG�XVLQJ�WKH�WUHDVXU\�VWRFN�PHWKRG��JLYLQJ�HIIHFW�WR�WKH�SRWHQWLDO�GLOXWLRQ�WKDW�
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ZRXOG�RFFXU�LI�VHFXULWLHV�RU�RWKHU�FRQWUDFWV�WR�LVVXH�FRPPRQ�VKDUHV�ZHUH�H[HUFLVHG�RU�FRQYHUWHG�LQWR�FRPPRQ�

VKDUHV���

3URSHUW\��SODQW�DQG�HTXLSPHQW�

3URSHUW\��SODQW�DQG�HTXLSPHQW�DUH�FDUULHG�DW�FRVW�OHVV�DFFXPXODWHG�GHSUHFLDWLRQ�DQG�DFFXPXODWHG�LPSDLUPHQW�

ORVVHV��7KH�FRVW�RI�DQ�LWHP�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�FRPSULVHV�LWV�SXUFKDVH�SULFH��DQ\�FRVWV�GLUHFWO\�

DWWULEXWDEOH�WR�EULQJLQJ�WKH�DVVHW�WR�WKH�ORFDWLRQ�DQG�FRQGLWLRQ�QHFHVVDU\�IRU�LW�WR�EH�FDSDEOH�RI�RSHUDWLQJ�LQ�WKH�

PDQQHU�LQWHQGHG�E\�PDQDJHPHQW�DQG��ZKHUH�DSSOLFDEOH��ERUURZLQJ�FRVWV�DQG�WKH�LQLWLDO�HVWLPDWH�RI�WKH�FRVWV�RI�

GLVPDQWOLQJ�DQG�UHPRYLQJ�WKH�LWHP�DQG�UHVWRULQJ�WKH�VLWH�RQ�ZKLFK�LW�LV�ORFDWHG���

7KH�&RPSDQ\�UHYLHZV�UHVLGXDO�YDOXHV�DQG�XSGDWHV�WKH�UHPDLQLQJ�XVHIXO�OLYHV�DV�UHTXLUHG�DW�OHDVW�DQQXDOO\���

'HSUHFLDWLRQ�LV�FDOFXODWHG�RQ�D�VWUDLJKW�OLQH�EDVLV�WR�GHSUHFLDWH�WKH�FRVW�OHVV�HVWLPDWHG�UHVLGXDO�YDOXH�RYHU�WKH�

DQWLFLSDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV�DV�IROORZV��

Buildings 20 years  
Computer hardware 3 years  
Field equipment 5 years  
Office furniture and equipment 5 years  
Leasehold improvements   over term of lease  
Paving 15 years  
Vehicles 3 years  

,Q�WKH�FDVH�RI�DVVHWV�XQGHU�ILQDQFH�OHDVHV��H[SHFWHG�XVHIXO�OLYHV�DUH�GHWHUPLQHG�E\�UHIHUHQFH�WR�FRPSDUDEOH�

RZQHG�DVVHWV�RU�RYHU�WKH�OHDVH�WHUP��LI�VKRUWHU���

'HSUHFLDWLRQ�LV�LQFOXGHG�LQ�VHOOLQJ��JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�QHW�

HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH��

,QWDQJLEOH�DVVHWV�

,QWDQJLEOH�DVVHWV�DUH�UHFRUGHG�DW�FRVW�OHVV�DFFXPXODWHG�DPRUWL]DWLRQ�DQG�LPSDLUPHQW��7KH\�DUH�DPRUWL]HG�RQ�D�

VWUDLJKW�OLQH�EDVLV�RYHU�WKHLU�UHPDLQLQJ�HVWLPDWHG�XVHIXO�OLYHV�DV�WKHVH�DVVHWV�DUH�FRQVLGHUHG�ILQLWH���

7KH�IROORZLQJ�XVHIXO�OLYHV�DUH�DSSOLHG��

Trademarks 25 years  
Computer software 5 years  
Patents 17 years  
Technology 3 years  
Customer lists 5 years  

$PRUWL]DWLRQ�LV�LQFOXGHG�LQ�VHOOLQJ��JHQHUDO�DQG�DGPLQLVWUDWLYH�H[SHQVHV�LQ�FRPSUHKHQVLYH�LQFRPH��
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,PSDLUPHQW�WHVWLQJ�RI�WDQJLEOH�DQG�LQWDQJLEOH�DVVHWV��

$W�WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG��WKH�&RPSDQ\�UHYLHZV�WKH�FDUU\LQJ�DPRXQWV�RI�LWV�WDQJLEOH�DQG�LQWDQJLEOH�

DVVHWV�WR�GHWHUPLQH�ZKHWKHU�WKHUH�LV�DQ\�LQGLFDWLRQ�WKRVH�DVVHWV�KDYH�VXIIHUHG�LPSDLUPHQW��,I�DQ\�VXFK�

LQGLFDWLRQ�H[LVWV��WKH�UHFRYHUDEOH�DPRXQW�RI�WKH�DVVHW�LV�HVWLPDWHG�LQ�RUGHU�WR�GHWHUPLQH�WKH�H[WHQW�RI�WKH�

LPSDLUPHQW�ORVV��LI�DQ\���)RU�WKH�SXUSRVHV�RI�DVVHVVLQJ�LPSDLUPHQW��DVVHWV�DUH�JURXSHG�DW�WKH�ORZHVW�OHYHOV�IRU�

ZKLFK�WKHUH�DUH�VHSDUDWHO\�LGHQWLILDEOH�FDVK�IORZV��FDVK�JHQHUDWLQJ�XQLWV���

7KH�UHFRYHUDEOH�DPRXQW�LV�WKH�KLJKHU�RI�IDLU�YDOXH�OHVV�VHOOLQJ�FRVWV�DQG�YDOXH�LQ�XVH��,Q�DVVHVVLQJ�YDOXH�LQ�XVH��

WKH�HVWLPDWHG�IXWXUH�FDVK�IORZV�DUH�GLVFRXQWHG�WR�WKHLU�SUHVHQW�YDOXH�XVLQJ�D�SUH�WD[�GLVFRXQW�UDWH�WKDW�UHIOHFWV�

FXUUHQW�PDUNHW�DVVHVVPHQWV�RI�WKH�WLPH�YDOXH�RI�PRQH\�DQG�WKH�ULVNV�VSHFLILF�WR�WKH�DVVHW�RU�FDVK�JHQHUDWLQJ�

XQLW�IRU�ZKLFK�WKH�HVWLPDWHV�RI�IXWXUH�FDVK�IORZV�KDYH�QRW�EHHQ�DGMXVWHG��,I�WKH�UHFRYHUDEOH�DPRXQW�RI�DQ�DVVHW�

�RU�FDVK�JHQHUDWLQJ�XQLW��LV�HVWLPDWHG�WR�EH�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHW��RU�

FDVK�JHQHUDWLQJ�XQLW��LV�UHGXFHG�WR�LWV�UHFRYHUDEOH�DPRXQW��$Q�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG�LPPHGLDWHO\�LQ�WKH�

FRQVROLGDWHG�VWDWHPHQW�RI�QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH��,PSDLUPHQW�ORVVHV�IRU�FDVK�JHQHUDWLQJ�XQLWV�

DUH�FKDUJHG�SUR�UDWD�WR�WKH�DVVHWV�LQ�WKH�FDVK�JHQHUDWLQJ�XQLWV��

:KHUH�DQ�LPSDLUPHQW�ORVV�LV�VXEVHTXHQWO\�UHYHUVHG��WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHW��RU�FDVK�JHQHUDWLQJ�XQLW��

LV�LQFUHDVHG�WR�WKH�UHYLVHG�HVWLPDWH�RI�LWV�UHFRYHUDEOH�DPRXQW��EXW�VR�WKDW�WKH�LQFUHDVHG�FDUU\LQJ�DPRXQW�GRHV�

QRW�H[FHHG�WKH�FDUU\LQJ�DPRXQW�WKDW�ZRXOG�KDYH�EHHQ�GHWHUPLQHG�KDG�QR�LPSDLUPHQW�ORVV�EHHQ�UHFRJQL]HG�IRU�

WKH�DVVHW��FDVK�JHQHUDWLQJ�XQLW��LQ�SULRU�\HDUV��$�UHYHUVDO�RI�DQ�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG�LPPHGLDWHO\�LQ�WKH�

FRQVROLGDWHG�VWDWHPHQW�RI�QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH��

$VVHWV�KHOG�IRU�VDOH�

1RQ�FXUUHQW�DVVHWV�FODVVLILHG�DV�KHOG�IRU�VDOH�DUH�SUHVHQWHG�VHSDUDWHO\�DQG�DUH�PHDVXUHG�DW�WKH�ORZHU�RI�WKHLU�

FDUU\LQJ�DPRXQWV�LPPHGLDWHO\�SULRU�WR�WKHLU�FODVVLILFDWLRQ�DV�KHOG�IRU�VDOH�DQG�WKHLU�IDLU�YDOXH�OHVV�FRVWV�WR�VHOO�

*RRGZLOO�

*RRGZLOO�LV�QRW�DPRUWL]HG�EXW�LW�LV�UHYLHZHG�IRU�LPSDLUPHQW�DW�OHDVW�DQQXDOO\��)RU�WKH�SXUSRVH�RI�LPSDLUPHQW�

WHVWLQJ��JRRGZLOO�LV�DOORFDWHG�WR�HDFK�RI�WKH�&RPSDQ\¶V�FDVK�JHQHUDWLQJ�XQLWV�RU�D�JURXS�RI�FDVK�JHQHUDWLQJ�XQLWV�

H[SHFWHG�WR�EHQHILW�IURP�WKH�FRPELQDWLRQ��&DVK�JHQHUDWLQJ�XQLWV�WR�ZKLFK�JRRGZLOO�KDV�EHHQ�DOORFDWHG�DUH�WHVWHG�

IRU�LPSDLUPHQW�DQQXDOO\��RU�PRUH�IUHTXHQWO\�ZKHQ�WKHUH�LV�DQ�LQGLFDWLRQ�WKH�FDVK�JHQHUDWLQJ�XQLW�PD\�EH�

LPSDLUHG��,I�WKH�UHFRYHUDEOH�DPRXQW�RI�WKH�FDVK�JHQHUDWLQJ�XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�DPRXQW��WKH�LPSDLUPHQW�

ORVV�LV�DOORFDWHG�ILUVW�WR�UHGXFH�WKH�FDUU\LQJ�DPRXQW�RI�DQ\�JRRGZLOO�DOORFDWHG�WR�WKH�FDVK�JHQHUDWLQJ�XQLW�DQG�

WKHQ�WR�WKH�RWKHU�DVVHWV�RI�WKH�FDVK�JHQHUDWLQJ�XQLW�RQ�D�SUR�UDWD�EDVLV�RI�WKH�FDUU\LQJ�DPRXQW�RI�HDFK�DVVHW��7KH�

UHFRYHUDEOH�DPRXQW�LV�WKH�JUHDWHU�RI�LWV�YDOXH�LQ�XVH�DQG�LWV�IDLU�YDOXH�OHVV�FRVW�WR�VHOO��JHQHUDOO\�GHWHUPLQHG�

XVLQJ�D�GLVFRXQWHG�FDVK�IORZ�PRGHO��$Q�LPSDLUPHQW�ORVV�UHFRJQL]HG�IRU�JRRGZLOO�LV�QRW�UHYHUVHG�LQ�D�VXEVHTXHQW�

SHULRG��HYHQ�LI�IXWXUH�HYHQWV�VXJJHVW�WKH�YDOXH�RI�JRRGZLOO�KDV�EHHQ�UHFRYHUHG��
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3URYLVLRQV�DQG�FRQWLQJHQW�OLDELOLWLHV�

3URYLVLRQV�UHSUHVHQW�OLDELOLWLHV�RI�WKH�&RPSDQ\�IRU�ZKLFK�WKH�DPRXQW�RU�WLPLQJ�LV�XQFHUWDLQ��3URYLVLRQV�DUH�

UHFRJQL]HG�LI��DV�D�UHVXOW�RI�D�SDVW�HYHQW��WKH�&RPSDQ\�KDV�D�SUHVHQW�OHJDO�RU�FRQVWUXFWLYH�REOLJDWLRQ�WKDW�FDQ�EH�

HVWLPDWHG�UHOLDEO\�DQG�LW�LV�SUREDEOH�WKDW�DQ�RXWIORZ�RI�HFRQRPLF�EHQHILWV�ZLOO�EH�UHTXLUHG�WR�VHWWOH�WKH�

REOLJDWLRQ��7KH�DPRXQW�UHFRJQL]HG�DV�D�SURYLVLRQ�LV�WKH�EHVW�HVWLPDWH�RI�WKH�H[SHQGLWXUH�UHTXLUHG�WR�VHWWOH�WKH�

SUHVHQW�REOLJDWLRQ�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG���

3URYLVLRQV�DUH�PHDVXUHG�DW�WKH�SUHVHQW�YDOXH�RI�WKH�H[SHFWHG�H[SHQGLWXUHV�WR�VHWWOH�WKH�REOLJDWLRQ��EDVHG�RQ�WKH�

PRVW�UHOLDEOH�HYLGHQFH�DYDLODEOH�DW�WKH�UHSRUWLQJ�GDWH��LQFOXGLQJ�WKH�ULVNV�DQG�XQFHUWDLQWLHV�DVVRFLDWHG�ZLWK�WKH�

SUHVHQW�REOLJDWLRQ��DQG�ZKHQ�WKH�HIIHFW�RI�WKH�WLPH�YDOXH�RI�PRQH\�LV�PDWHULDO��XVLQJ�D�GLVFRXQW�UDWH�WKDW�UHIOHFWV�

FXUUHQW�PDUNHW�DVVHVVPHQWV�RI�WKH�WLPH�YDOXH�RI�PRQH\�DQG�WKH�ULVNV�VSHFLILF�WR�WKH�REOLJDWLRQ��7KH�LQFUHDVH�LQ�

WKH�SURYLVLRQ�GXULQJ�WKH�SHULRG�WR�UHIOHFW�WKH�SDVVDJH�RI�WLPH�LV�UHFRJQL]HG�DV�ILQDQFH�FRVWV��

7KH�&RPSDQ\�SURYLGHV�ZDUUDQWLHV�RQ�JRRGV�GHOLYHUHG�WR�FXVWRPHUV��7KHVH�SURYLVLRQV�DUH�HVWDEOLVKHG�EDVHG�RQ�

PDQDJHPHQW¶V�EHVW�HVWLPDWHV�DV�WR�WKH�DPRXQWV�WKDW�FRXOG�EH�GLVEXUVHG�WR�UHPHG\�D�SRWHQWLDO�GHIHFW�ZLWK�WKH�

HTXLSPHQW�DQG�DUH�W\SLFDOO\�D�SHUFHQWDJH�RI�WKH�VDOHV�RU�FRQWUDFW�SULFH��5HOHYDQW�GLVEXUVHPHQWV�PDGH�E\�WKH�

&RPSDQ\�DUH�DFFRXQWHG�IRU�E\�UHGXFLQJ�WKH�DVVRFLDWHG�SURYLVLRQ�ZKHQ�WKH�FODLP�IURP�WKH�FXVWRPHU�LV�GHHPHG�

UHOHYDQW��LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFW�WHUPV�DQG�FRQGLWLRQV��

&RQWLQJHQW�OLDELOLWLHV�UHSUHVHQW�D�SRVVLEOH�REOLJDWLRQ�WR�WKH�&RPSDQ\�DULVLQJ�IURP�SDVW�HYHQWV��WKH�H[LVWHQFH�RI�

ZKLFK�ZLOO�EH�FRQILUPHG�RQO\�E\�WKH�RFFXUUHQFH�RU�QRQ�RFFXUUHQFH�RI�RQH�RU�PRUH�XQFHUWDLQ�IXWXUH�HYHQWV�WKDW�

DUH�QRW�HQWLUHO\�ZLWKLQ�WKH�FRQWURO�RI�WKH�&RPSDQ\��RU�D�SUHVHQW�REOLJDWLRQ�WKDW�DULVHV�IURP�SDVW�HYHQWV�EXW�LV�

QRW�UHFRJQL]HG�EHFDXVH�LW�LV�QRW�SUREDEOH�WKDW�DQ�RXWIORZ�RI�UHVRXUFHV�HPERG\LQJ�HFRQRPLF�EHQHILWV�ZLOO�EH�

UHTXLUHG�WR�VHWWOH�WKH�REOLJDWLRQ��RU�WKH�DPRXQW�RI�WKH�REOLJDWLRQ�FDQQRW�EH�PHDVXUHG�ZLWK�VXIILFLHQW�UHOLDELOLW\��

/HDVHV�

/HDVHV�DUH�FODVVLILHG�DV�HLWKHU�RSHUDWLQJ�RU�ILQDQFH��EDVHG�RQ�WKH�VXEVWDQFH�RI�WKH�WUDQVDFWLRQ�DW�LQFHSWLRQ�RI�WKH�

OHDVH���

$Q�RSHUDWLQJ�OHDVH�LV�D�OHDVH�LQ�ZKLFK�D�VLJQLILFDQW�SRUWLRQ�RI�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�DUH�UHWDLQHG�E\�

WKH�OHVVRU��3D\PHQWV�XQGHU�DQ�RSHUDWLQJ�OHDVH�DUH�UHFRJQL]HG�DV�DQ�H[SHQVH�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�

SHULRG�RI�WKH�OHDVH��$VVRFLDWHG�FRVWV��VXFK�DV�PDLQWHQDQFH�DQG�LQVXUDQFH��DUH�H[SHQVHG�DV�LQFXUUHG��

/HDVHV�LQ�ZKLFK�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�DUH�WUDQVIHUUHG�WR�WKH�&RPSDQ\�DUH�

FODVVLILHG�DV�ILQDQFH�OHDVHV��$VVHWV�PHHWLQJ�ILQDQFH�OHDVH�FULWHULD�DUH�FDSLWDOL]HG�DW�WKH�ORZHU�RI�WKH�SUHVHQW�YDOXH�

RI�WKH�UHODWHG�OHDVH�SD\PHQWV�SOXV�LQFLGHQWDO�SD\PHQWV�RU�WKH�IDLU�YDOXH�RI�WKH�OHDVHG�DVVHW�DW�WKH�LQFHSWLRQ�RI�

WKH�OHDVH��0LQLPXP�OHDVH�SD\PHQWV�DUH�DSSRUWLRQHG�EHWZHHQ�WKH�ILQDQFH�FRVW�DQG�WKH�OLDELOLW\��7KH�ILQDQFH�

FKDUJH�LV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�ZLWKLQ�ILQDQFH�FRVWV�DQG�LV�DOORFDWHG�WR�HDFK�SHULRG�GXULQJ�WKH�OHDVH�WHUP�

VR�DV�WR�SURGXFH�D�FRQVWDQW�SHULRGLF�UDWH�RI�LQWHUHVW�RQ�WKH�UHPDLQLQJ�EDODQFH�RI�WKH�OLDELOLW\��
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,QFRPH�WD[HV�

,QFRPH�WD[�H[SHQVH�FRPSULVHV�ERWK�FXUUHQW�DQG�GHIHUUHG�WD[��ZKLFK�LV�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�

RI�QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH��H[FHSW�WR�WKH�H[WHQW�LW�UHODWHV�WR�LWHPV�UHFRJQL]HG�GLUHFWO\�LQ�

VKDUHKROGHUV¶�HTXLW\��:KHQ�LW�UHODWHV�WR�WKH�ODWWHU��WKH�LQFRPH�WD[�LV�UHFRJQL]HG�GLUHFWO\�LQ�VKDUHKROGHUV¶�HTXLW\��

&XUUHQW�WD[�H[SHQVH�LV�EDVHG�RQ�WKH�UHVXOWV�IRU�WKH�SHULRG�DV�DGMXVWHG�IRU�LWHPV�WKDW�DUH�QRW�WD[DEOH�RU�

GHGXFWLEOH��DQG�LV�EDVHG�RQ�WD[�UDWHV�DQG�ODZV�WKDW�KDYH�EHHQ�HQDFWHG�E\�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��

0DQDJHPHQW�SHULRGLFDOO\�HYDOXDWHV�SRVLWLRQV�WDNHQ�LQ�WD[�UHWXUQV�ZLWK�UHVSHFW�WR�VLWXDWLRQV�LQ�ZKLFK�DSSOLFDEOH�

WD[�UHJXODWLRQV�DUH�VXEMHFW�WR�LQWHUSUHWDWLRQ��&XUUHQW�LQFRPH�WD[�OLDELOLWLHV�DUH�HVWDEOLVKHG�ZKHUH�DSSURSULDWH�RQ�

WKH�EDVLV�RI�DPRXQWV�H[SHFWHG�WR�EH�SDLG�WR�WKH�WD[LQJ�DXWKRULWLHV��

'HIHUUHG�WD[�LV�UHFRJQL]HG�IRU�WHPSRUDU\�GLIIHUHQFHV�DULVLQJ�EHWZHHQ�WKH�WD[�EDVLV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�

WKHLU�FDUU\LQJ�DPRXQWV��+RZHYHU��GHIHUUHG�WD[�LV�QRW�SURYLGHG�RQ�WKH�LQLWLDO�UHFRJQLWLRQ�RI�JRRGZLOO��RU�RQ�WKH�

LQLWLDO�UHFRJQLWLRQ�RI�DQ�DVVHW�RU�OLDELOLW\�XQOHVV�WKH�UHODWHG�WUDQVDFWLRQ�LV�D�EXVLQHVV�FRPELQDWLRQ�RU�DIIHFWV�WD[�

RU�DFFRXQWLQJ�SURILW��'HIHUUHG�WD[�RQ�WHPSRUDU\�GLIIHUHQFHV�DVVRFLDWHG�ZLWK�LQYHVWPHQWV�LQ�VXEVLGLDULHV�LV�QRW�

UHFRJQL]HG�LI�UHYHUVDO�RI�WKHVH�WHPSRUDU\�GLIIHUHQFHV�FDQ�EH�FRQWUROOHG�E\�WKH�&RPSDQ\�DQG�LW�LV�SUREDEOH�WKDW�

UHYHUVDO�ZLOO�QRW�RFFXU�LQ�WKH�IRUHVHHDEOH�IXWXUH��$�GHIHUUHG�WD[�DVVHW�LV�UHFRJQL]HG�IRU�XQXVHG�WD[�ORVVHV��WD[�

FUHGLWV�DQG�GHGXFWLEOH�WHPSRUDU\�GLIIHUHQFHV�WR�WKH�H[WHQW�WKDW�LW�LV�SUREDEOH�WKDW�IXWXUH�WD[DEOH�LQFRPH�ZLOO�EH�

DYDLODEOH�DJDLQVW�ZKLFK�WKH\�FDQ�EH�XWLOL]HG��'HIHUUHG�WD[�LV�FDOFXODWHG��ZLWKRXW�GLVFRXQWLQJ��XVLQJ�WD[�UDWHV�DQG�

ODZV�HQDFWHG�RU�VXEVWDQWLYHO\�HQDFWHG�DW�WKH�UHSRUWLQJ�GDWH�LQ�&DQDGD��DQG�ZKLFK�DUH�H[SHFWHG�WR�DSSO\�ZKHQ�

WKH�UHODWHG�GHIHUUHG�LQFRPH�WD[�DVVHW�LV�UHDOL]HG�RU�WKH�GHIHUUHG�WD[�OLDELOLW\�LV�VHWWOHG��

7KH�FDUU\LQJ�DPRXQW�RI�GHIHUUHG�WD[�DVVHWV�LV�UHYLHZHG�DW�WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG�DQG�UHGXFHG�WR�WKH�

H[WHQW�WKDW�LW�LV�QR�ORQJHU�SUREDEOH�WKDW�VXIILFLHQW�WD[DEOH�LQFRPH�ZLOO�EH�DYDLODEOH�WR�DOORZ�DOO�RU�SDUW�RI�WKH�

GHIHUUHG�WD[�DVVHW�WR�EH�XWLOL]HG��8QUHFRJQL]HG�GHIHUUHG�WD[�DVVHWV�DUH�UHDVVHVVHG�DW�WKH�HQG�RI�HDFK�UHSRUWLQJ�

SHULRG�DQG�DUH�UHFRJQL]HG�WR�WKH�H[WHQW�WKDW�LW�KDV�EHFRPH�SUREDEOH�WKDW�IXWXUH�WD[DEOH�LQFRPH�ZLOO�DOORZ�WKH�

GHIHUUHG�WD[�DVVHW�WR�EH�UHFRYHUHG��'HIHUUHG�WD[�OLDELOLWLHV�DUH�DOZD\V�SURYLGHG�IRU�LQ�IXOO��

'HIHUUHG�WD[�DVVHWV�DQG�GHIHUUHG�WD[�OLDELOLWLHV�DUH�RIIVHW�RQO\�LI�D�OHJDOO\�HQIRUFHDEOH�ULJKW�H[LVWV�WR�VHW�RII�WKH�

UHFRJQL]HG�DPRXQWV�DQG�WKH�GHIHUUHG�WD[HV�UHODWH�WR�WKH�VDPH�WD[DEOH�HQWLW\�DQG�WKH�VDPH�WD[DWLRQ�DXWKRULW\��

(TXLW\�

x 6KDUH�FDSLWDO�

6KDUH�FDSLWDO�UHSUHVHQWV�WKH�DPRXQW�UHFHLYHG�IRU�VKDUHV�LVVXHG��,QFUHPHQWDO�FRVWV�GLUHFWO\�DWWULEXWDEOH�WR�

WKH�LVVXH�RI�FRPPRQ�VKDUHV�DQG�VKDUH�RSWLRQV�DUH�UHFRJQL]HG�DV�D�GHGXFWLRQ�IURP�VKDUH�FDSLWDO��QHW�RI�DQ\�

WD[�HIIHFWV��

,I�VKDUHV�DUH�LVVXHG�ZKHQ�RSWLRQV�DQG�ZDUUDQWV�DUH�H[HUFLVHG��WKH�VKDUH�FDSLWDO�DFFRXQW�DOVR�FRPSULVHV�WKH�

FRPSHQVDWLRQ�FRVWV�SUHYLRXVO\�UHFRUGHG�DV�FRQWULEXWHG�VXUSOXV��
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x &RQWULEXWHG�VXUSOXV�DQG�RWKHU�HTXLW\�

&RQWULEXWHG�VXUSOXV�LQFOXGHV�FKDUJHV�UHODWHG�WR�VKDUH�RSWLRQV�DQG�ZDUUDQWV��:KHQ�VKDUH�RSWLRQV�DUH�

H[HUFLVHG��WKH�UHODWHG�FRPSHQVDWLRQ�FRVW�LV�WUDQVIHUUHG�WR�VKDUH�FDSLWDO��

x 5HWDLQHG�HDUQLQJV��GHILFLW��

5HWDLQHG�HDUQLQJV��GHILFLW��LQFOXGH�DOO�FXUUHQW�DQG�SULRU�SHULRG�UHWDLQHG�SURILWV�DQG�ORVVHV��

6KDUH�EDVHG�SD\PHQWV�

7KH�&RPSDQ\�RIIHUV�D�VKDUH�RSWLRQ�SODQ�WR�GLUHFWRUV��H[HFXWLYH�RIILFHUV��NH\�HPSOR\HHV�DQG�FRQVXOWDQWV�ZKR�

SURYLGH�VHUYLFHV�WR�WKH�&RPSDQ\���

$OO�JRRGV�DQG�VHUYLFHV�UHFHLYHG�LQ�H[FKDQJH�IRU�WKH�JUDQW�RI�DQ\�VKDUH�EDVHG�SD\PHQWV�DUH�PHDVXUHG�DW�WKHLU�

IDLU�YDOXHV��XQOHVV�WKDW�IDLU�YDOXH�FDQQRW�EH�HVWLPDWHG�UHOLDEO\��,I�WKH�&RPSDQ\�FDQQRW�HVWLPDWH�UHOLDEO\�WKH�IDLU�

YDOXH�RI�JRRGV�DQG�VHUYLFHV�UHFHLYHG��LW�PHDVXUHV�WKHLU�YDOXH�LQGLUHFWO\�E\�UHIHUHQFH�WR�WKH�IDLU�YDOXH�RI�WKH�

HTXLW\�LQVWUXPHQWV�JUDQWHG��)RU�WUDQVDFWLRQV�ZLWK�HPSOR\HHV�DQG�RWKHUV�SURYLGLQJ�VLPLODU�VHUYLFHV��WKH�

&RPSDQ\�PHDVXUHV�WKH�IDLU�YDOXH�RI�WKH�VHUYLFHV�UHFHLYHG�E\�UHIHUHQFH�WR�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�LQVWUXPHQWV�

JUDQWHG��

7KH�IDLU�YDOXH�DW�WKH�JUDQW�GDWH�RI�VKDUH�RSWLRQV�LV�GHWHUPLQHG�XVLQJ�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO�DQG�

LV�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�QHW�HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH�DV�D�FRPSHQVDWLRQ�

H[SHQVH�XVLQJ�D�JUDGHG�YHVWLQJ�VFKHGXOH�RYHU�WKH�YHVWLQJ�SHULRG��EDVHG�RQ�WKH�&RPSDQ\¶V�HVWLPDWH�RI�WKH�

QXPEHU�RI�VKDUHV�ZKLFK�ZLOO�HYHQWXDOO\�YHVW��$W�WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG��WKH�&RPSDQ\�UHYLVHV�LWV�

HVWLPDWH�RI�WKH�QXPEHU�RI�HTXLW\�LQVWUXPHQWV�H[SHFWHG�WR�YHVW�EDVHG�RQ�DFWXDO�IRUIHLWXUHV��$Q\�LPSDFW�DULVLQJ�

IURP�UHYLVLRQ�RI�WKH�RULJLQDO�HVWLPDWHV�LV�UHFRJQL]HG�LQ�FRPSUHKHQVLYH�LQFRPH�VXFK�WKDW�WKH�FXPXODWLYH�

FRPSHQVDWLRQ�H[SHQVH�UHIOHFWV�WKH�UHYLVHG�HVWLPDWH��ZLWK�D�FRUUHVSRQGLQJ�DGMXVWPHQW�WR�FRQWULEXWHG�VXUSOXV��

1R�DGMXVWPHQW�LV�PDGH�WR�DQ\�H[SHQVH�UHFRJQL]HG�LQ�SULRU�SHULRGV�LI�VKDUH�RSWLRQV�XOWLPDWHO\�H[HUFLVHG�DUH�

GLIIHUHQW�IURP�WKRVH�HVWLPDWHG�RQ�YHVWLQJ��

$Q\�FRQVLGHUDWLRQ�UHFHLYHG�E\�WKH�&RPSDQ\�RQ�WKH�H[HUFLVH�RI�VWRFN�RSWLRQV�LV�FUHGLWHG�WR�VKDUH�FDSLWDO�DQG�WKH�

UHODWHG�DPRXQW�SUHYLRXVO\�UHFRJQL]HG�LQ�FRQWULEXWHG�VXUSOXV�LV�WUDQVIHUUHG�WR�VKDUH�FDSLWDO�RQ�WKH�LVVXDQFH�RI�

VKDUHV��

3HQVLRQ�EHQHILW�SODQV�

7KH�&RPSDQ\�PDLQWDLQV�D�GHILQHG�FRQWULEXWLRQ�SHQVLRQ�SODQ�IRU�HPSOR\HHV�LQ�ZKLFK�WKH�&RPSDQ\�PDWFKHV�RQ�

D�GROODU�IRU�GROODU�EDVLV�FRQWULEXWLRQV��XS�WR�D�PD[LPXP�RI����WR����RI�VDODU\��DV�GHWHUPLQHG�E\�D�IRUPXOD�

UHIOHFWLQJ�DQ�LQGLYLGXDO¶V�OHQJWK�RI�WHQXUH�DQG�DJH��PDGH�E\�HPSOR\HHV�LQWR�D�UHJLVWHUHG�SODQ�PDQDJHG�E\�D�

WKLUG�SDUW\�IXQG�PDQDJHU��7KHUH�ZDV�QR�XQIXQGHG�SHQVLRQ�SODQ�OLDELOLW\�DV�DW�6HSWHPEHU����������RU�

6HSWHPEHU�����������
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6HJPHQW�UHSRUWLQJ�

2SHUDWLQJ�VHJPHQWV�DUH�UHSRUWHG�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�WKH�LQWHUQDO�UHSRUWLQJ�SURYLGHG�WR�WKH�FKLHI�

RSHUDWLQJ�GHFLVLRQ�PDNHU��7KH�FKLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU�ZKR�LV�UHVSRQVLEOH�IRU�DOORFDWLQJ�UHVRXUFHV�DQG�

DVVHVVLQJ�WKH�SHUIRUPDQFH�RI�WKH�RSHUDWLQJ�VHJPHQWV�KDV�EHHQ�LGHQWLILHG�DV��FROOHFWLYHO\��WKH�&KLHI�([HFXWLYH�

2IILFHU��WKH�&KLHI�)LQDQFLDO�2IILFHU�DQG�WKH�%RDUG�RI�'LUHFWRUV��

'XULQJ�WKH�\HDU��WKH�&RPSDQ\�FKDQJHG�WKH�QDWXUH�DQG�H[WHQW�RI�WKH�LQIRUPDWLRQ�SURYLGHG�WR�WKH�FKLHI�RSHUDWLQJ�

GHFLVLRQ�PDNHU�IRU�SXUSRVHV�RI�HYDOXDWLQJ�SHUIRUPDQFH�DQG�DOORFDWLQJ�UHVRXUFHV��$V�D�UHVXOW��WKH�&RPSDQ\�KDV�

GHWHUPLQHG�WKDW�LW�QRZ�KDV�RQH�UHSRUWDEOH�VHJPHQW��EHLQJ�WKH�&RPSDQ\�WDNHQ�DV�D�ZKROH��,Q�SULRU�\HDUV��WKH�

&RPSDQ\¶V�LQWHUQDO�PDQDJHPHQW�VWUXFWXUH�DQG�SUDFWLFHV�ZHUH�VXFK�WKDW�LW�KDG�WZR�VHJPHQWV��ZKLFK�DUH�

3URIHVVLRQDO�6HUYLFHV�DQG�:DWHU�6ROXWLRQV��6HJPHQW�LQIRUPDWLRQ�LQFOXGHG�LQ�WKHVH�FRQVROLGDWHG�ILQDQFLDO�

VWDWHPHQWV�IRU�WKH�\HDU�HQGHG�6HSWHPEHU����������KDV�EHHQ�UHYLVHG�LQ�RUGHU�WR�EH�FRQVLVWHQW�ZLWK�WKH�FXUUHQW�

\HDU¶V�SUHVHQWDWLRQ��

)XWXUH�DSSOLFDEOH�DFFRXQWLQJ�VWDQGDUGV�

x $FFRXQWLQJ�VWDQGDUGV�LVVXHG�EXW�QRW�\HW�DSSOLHG�

$W�WKH�GDWH�RI�DXWKRUL]DWLRQ�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��FHUWDLQ�QHZ�VWDQGDUGV��

DPHQGPHQWV�DQG�LQWHUSUHWDWLRQV�WR�H[LVWLQJ�VWDQGDUGV�KDYH�EHHQ�SXEOLVKHG�E\�WKH�,$6%�EXW�DUH�QRW�\HW�

HIIHFWLYH��DQG�KDYH�QRW�EHHQ�DGRSWHG�HDUO\�E\�WKH�&RPSDQ\��7KH�&RPSDQ\�GRHV�QRW�LQWHQG�WR�HDUO\�DGRSW�

WKHVH�VWDQGDUGV�DQG�LV�FXUUHQWO\�HYDOXDWLQJ�WKH�LPSDFW�RI�WKHVH�QHZ�VWDQGDUGV�RQ�WKH�FRQVROLGDWHG�

ILQDQFLDO�VWDWHPHQWV���

0DQDJHPHQW�DQWLFLSDWHV�WKDW�DOO�RI�WKH�UHOHYDQW�SURQRXQFHPHQWV�ZLOO�EH�DGRSWHG�LQ�WKH�&RPSDQ\¶V�

DFFRXQWLQJ�SROLFLHV�IRU�WKH�ILUVW�UHSRUWLQJ�SHULRG�EHJLQQLQJ�DIWHU�WKH�HIIHFWLYH�GDWH�RI�WKH�SURQRXQFHPHQW��

,QIRUPDWLRQ�RQ�QHZ�VWDQGDUGV��DPHQGPHQWV�DQG�LQWHUSUHWDWLRQV�WKDW�DUH�H[SHFWHG�WR�EH�UHOHYDQW�WR�WKH�

&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LV�SURYLGHG�EHORZ��&HUWDLQ�RWKHU�QHZ�VWDQGDUGV�DQG�

LQWHUSUHWDWLRQV�KDYH�EHHQ�LVVXHG�EXW�DUH�QRW�H[SHFWHG�WR�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�&RPSDQ\¶V�

FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

x ,)56����)LQDQFLDO�,QVWUXPHQWV��,)56����

7KH�ILQDO�YHUVLRQ�RI�,)56����������ZDV�LVVXHG�LQ�-XO\������DV�D�FRPSOHWH�VWDQGDUG�LQFOXGLQJ�WKH�

UHTXLUHPHQWV�IRU�FODVVLILFDWLRQ�DQG�PHDVXUHPHQW�RI�ILQDQFLDO�LQVWUXPHQWV��WKH�QHZ�H[SHFWHG�ORVV�

LPSDLUPHQW�PRGHO�DQG�WKH�QHZ�KHGJH�DFFRXQWLQJ�PRGHO��,)56����������ZLOO�UHSODFH�,$6�����)LQDQFLDO�

,QVWUXPHQWV���5HFRJQLWLRQ�DQG�0HDVXUHPHQW��,)56����������LV�HIIHFWLYH�IRU�UHSRUWLQJ�SHULRGV�

EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������7KH�&RPSDQ\�LV�LQ�WKH�SURFHVV�RI�HYDOXDWLQJ�WKH�LPSDFW�RI�WKLV�

QHZ�VWDQGDUG��+RZHYHU��PDQDJHPHQW�H[SHFWV�WKHUH�WR�EH�D�VLJQLILFDQW�LPSDFW�RQ�WKH�FDOFXODWLRQ�DQG�

SRWHQWLDOO\�WKH�DPRXQW�RI�SURYLVLRQV�IRU�EDG�GHEWV�XVLQJ�WKH�QHZ�H[SHFWHG�ORVV�PRGHO��ZKLOH�WKHUH�DUH�

QR�VLJQLILFDQW�LPSDFWV�H[SHFWHG�ZLWK�UHVSHFW�WR�KHGJLQJ�DQG�FODVVLILFDWLRQ�RI�ILQDQFLDO�LQVWUXPHQWV��
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x ,)56�����5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��,)56�����

2Q�0D\�����������WKH�,$6%�SXEOLVKHG�,)56�����5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��,)56�����

UHSODFLQJ�,$6�����&RQVWUXFWLRQ�&RQWUDFWV��,$6�����5HYHQXH��,)5,&�����&XVWRPHU�/R\DOW\�3URJUDPPHV��

,)5,&�����$JUHHPHQWV�IRU�WKH�&RQVWUXFWLRQ�RI�5HDO�(VWDWH��,)5,&�����7UDQVIHU�RI�$VVHWV�IURP�

&XVWRPHUV��DQG�6,&�����5HYHQXH���%DUWHU�7UDQVDFWLRQV�,QYROYLQJ�$GYHUWLVLQJ�6HUYLFHV��7KH�VWDQGDUG�

FRQWDLQV�D�VLQJOH�PRGHO�WKDW�DSSOLHV�WR�FRQWUDFWV�ZLWK�FXVWRPHUV�DQG�WZR�DSSURDFKHV�WR�UHFRJQL]LQJ�

UHYHQXH��DW�D�SRLQW�LQ�WLPH�RU�RYHU�WLPH��7KH�PRGHO�IHDWXUHV�D�FRQWUDFW�EDVHG�ILYH�VWHS�DQDO\VLV�RI�

WUDQVDFWLRQV�WR�GHWHUPLQH�ZKHWKHU��KRZ�PXFK�DQG�ZKHQ�UHYHQXH�LV�UHFRJQL]HG��1HZ�HVWLPDWHV�DQG�

MXGJPHQWDO�WKUHVKROGV�KDYH�EHHQ�LQWURGXFHG��ZKLFK�PD\�DIIHFW�WKH�DPRXQW�DQG�RU�WLPLQJ�RI�UHYHQXH�

UHFRJQL]HG��7KH�QHZ�VWDQGDUG�LV�HIIHFWLYH�IRU�DQQXDO�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������

7KH�&RPSDQ\�LV�LQ�WKH�SURFHVV�RI�HYDOXDWLQJ�WKH�LPSDFW�RI�WKLV�QHZ�VWDQGDUG�RQ�LWV�FRQVROLGDWHG�

ILQDQFLDO�VWDWHPHQWV��

� $FFRXQWV�UHFHLYDEOH�

2017 
$   

2016 
$ 

Trade receivables 4,897,316  4,638,291 
Other receivables 3,248  25,258 
Allowance for doubtful accounts (168,877) (115,724)

4,731,687  4,547,825 

$OO�RI�WKH�&RPSDQ\¶V�WUDGH�DQG�RWKHU�UHFHLYDEOHV�KDYH�EHHQ�UHYLHZHG�IRU�LQGLFDWLRQV�RI�LPSDLUPHQW��$Q�

DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�KDV�EHHQ�HVWDEOLVKHG�IRU�DQ\�UHFHLYDEOH�IRXQG�WR�EH�LPSDLUHG���
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� 3URSHUW\��SODQW�DQG�HTXLSPHQW�

$OO�RI�WKH�&RPSDQ\¶V�SURSHUW\��SODQW�DQG�HTXLSPHQW�DUH�SOHGJHG�DV�VHFXULW\�IRU�WKH�EDQN�ORDQV��QRWHV����DQG������$FFRUGLQJO\��WKHUH�DUH�UHVWULFWLRQV�RQ�

WKH�WLWOH�RI�VXFK�DVVHWV��

2017

Land 
$

Buildings 
$

Computer 
hardware 

$

Field 
equipment 

$

Office
furniture 

and 
equipment 

$

Leasehold 
improve- 

ments 
$

Paving 
$

Vehicles 
$

Total 
$

Cost
Balance - October 1, 

2016 266,248 1,792,513 1,990,993 473,886 741,299 661,590 26,606 203,907 6,157,042
Additions - 8,350 - 5,365 - - - 13,715
Disposals (200,375) (625,424) (2,123) - - - - (32,412) (860,334)
Reclassified to assets

held for sale (65,873) (1,167,089) - - - (534,642) (26,606) - (1,794,210)

Balance - September 30, 2017 - - 1,997,220 473,886 746,664 126,948 - 171,495 3,516,213

Accumulated depreciation 
Balance - October 1, 

2016 - 1,007,173 1,963,671 434,731 722,132 650,420 26,606 203,907 5,008,640
Depreciation - 76,945 16,005 11,375 5,000 11,170 - - 120,495
Disposals - (104,237) (1,356) - - - - (32,412) (138,005)
Reclassified to assets

held for sale - (979,881) - - - (534,642) (26,606) - (1,541,129)

Balance - September 30, 2017 - - 1,978,320 446,106 727,132 126,948 - 171,495 3,450,001

Net book value - Balance -
September 30, 2017 - - 18,900 27,780 19,532 - - - 66,212
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2016

Land 
$

Buildings 
$

Computer 
hardware 

$

Field 
equipment 

$

Office
furniture 

and 
equipment 

$

Leasehold 
improve- 

ments 
$

Paving 
$

Vehicles 
$

Total 
$

Cost
Balance - October 1, 

2015 338,248 2,093,431 1,976,636 473,886 741,299 661,590 43,726 203,907 6,532,723
Additions - - 14,357 - - - - - 14,357
Disposals (72,000) (300,918) - - - - (17,120) - (390,038)

Balance - September 30, 2016 266,248 1,792,513 1,990,993 473,886 741,299 661,590 26,606 203,907 6,157,042

Accumulated depreciation
Balance - October 1, 

2015 - 1,063,585 1,950,676 421,370 717,131 611,883 34,024 198,432 4,997,101
Depreciation - 97,148 12,995 13,361 5,001 38,537 2,186 5,475 174,703
Disposals - (153,560) - - - - (9,604) - (163,164)

Balance - September 30, 2016 - 1,007,173 1,963,671 434,731 722,132 650,420 26,606 203,907 5,008,640

Net book value - Balance -
September 30, 2016 266,248 785,340 27,322 39,155 19,167 11,170 - - 1,148,402

'XULQJ�WKH�\HDU��WKH�&RPSDQ\�GLVSRVHG�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�ZLWK�D�FRVW�RI�����������������������������DFFXPXODWHG�GHSUHFLDWLRQ�RI�

���������������������������DQG�UHFHLYHG�SURFHHGV�RQ�GLVSRVDO�RI�����������������������������

2Q�6HSWHPEHU�����������WKH�&RPSDQ\�GHFLGHG�WR�VHOO�LWV�RIILFH�EXLOGLQJ�DW������&DUS�5RDG�LQ�2WWDZD�DQG�KDV�UHFODVVLILHG�WKH�ODQG��EXLOGLQJ��OHDVHKROG�

LPSURYHPHQWV�DQG�SDYLQJ�IURP�QRQ�FXUUHQW�DVVHWV�WR�DVVHWV�KHOG�IRU�VDOH��7KH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHWV�LV����������DQG�WKH�HVWLPDWHG�IDLU�YDOXH�OHVV�

FRVWV�WR�VHOO�LV������������EDVHG�RQ�DQ�LQGHSHQGHQW�DSSUDLVDO��
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� ,QWDQJLEOH�DVVHWV�

$OO�RI�WKH�&RPSDQ\¶V�LQWDQJLEOH�DVVHWV�DUH�SOHGJHG�DV�VHFXULW\�IRU�WKH�EDQN�ORDQV��QRWHV����DQG������$FFRUGLQJO\��

WKHUH�DUH�UHVWULFWLRQV�RQ�WKH�WLWOH�RI�VXFK�DVVHWV��

2017

Trademarks 
$

Computer
software 

$
Patents 

$
Technology 

$

Customer
lists 

$
Total 

$

Cost
Balance - October 1, 2016 222,981 900,942 50,855 258,416 771,150 2,204,344
Additions - - - - - -

Balance - September 30, 2017 222,981 900,942 50,855 258,416 771,150 2,204,344

Accumulated amortization
Balance - October 1, 2016 148,552 824,644 19,271 258,416 591,215 1,842,098
Amortization 37,214 62,793 2,991 - 154,230 257,228

Balance - September 30, 2017 185,766 887,437 22,262 258,416 745,445 2,099,326

Net book value -September 30, 
2017 37,215 13,505  28,593  -   25,705  105,018 

2016

Trademarks
$

Computer
software 

$
Patents 

$

Technolog
y 
$

Customer
lists 

$
Total 

$

Cost
Balance - October 1, 

2015 222,981 888,622 50,855 258,416 771,150 2,192,024
Additions - 12,320 - - - 12,320

Balance - September 30, 
2016 222,981 900,942 50,855 258,416 771,150 2,204,344

Accumulated amortization
Balance - October 1, 

2015 111,338 762,194 16,280 215,345 436,985 1,542,142
Amortization 37,214 62,450 2,991 43,071 154,230 299,956

Balance - September 30, 
2016 148,552  824,644  19,271  258,416  591,215  1,842,098 

Net book value -
September 30, 2016 74,429 76,298 31,584 - 179,935 362,246
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� 2WKHU�DVVHWV�

'XULQJ�WKH�\HDU�HQGHG�1RYHPEHU�����������WKH�&RPSDQ\�HQWHUHG�LQWR�DQ�DJUHHPHQW�WR�VHOO�LWV�LQWHUHVW�LQ�

:DVGHOO�)DOOV�3RZHU�&RUSRUDWLRQ��:DVGHOO�)DOOV��IRU�WRWDO�FDVK�FRQVLGHUDWLRQ�RI�����������SOXV�����������

VKDUHV�RI�&RDVWDO�+\GURSRZHU�&RUSRUDWLRQ��&RDVWDO���D�SULYDWHO\�RZQHG�FRPSDQ\��7KH�VDOH�LQYROYHG�WKUHH�

WUDQVDFWLRQ�VWHSV��WKH�ODVW�RI�ZKLFK�ZDV�WR�RFFXU�RQFH�:DVGHOO�)DOOV�KDG�DFKLHYHG�FRPPHQFHPHQW�RI�RSHUDWLRQV��

7KLV�RFFXUUHG�GXULQJ�WKH�TXDUWHU�HQGHG�0DUFK�����������

$W�WKH�VHFRQG�WUDQVDFWLRQ�VWHS��WKH�&RPSDQ\�UHYDOXHG�LWV�UHPDLQLQJ�����LQWHUHVW�DW�D�IDLU�YDOXH�EDVHG�RQ�DQ�

REVHUYHG�HTXLYDOHQW�FDVK�WUDQVDFWLRQ��7KH�&RPSDQ\�LV�QRZ�LQ�WKH�SURFHVV�RI�FRPSOHWLQJ�WKH�ILQDO�VWHS�RI�WKH�

VDOH�WUDQVDFWLRQ��ZKLFK�UHTXLUHV�WKH�WUDQVIHU�RI�WKH�&RPSDQ\¶V�UHPDLQLQJ�VKDUHV�LQ�:DVGHOO�)DOOV��IRU�FDVK�

FRQVLGHUDWLRQ�RI����������DV�ZHOO�DV�WKH�����������VKDUHV�RI�&RDVWDO��'XULQJ�WKH�\HDU�HQGHG�6HSWHPEHU�����

������WKH�&RPSDQ\�OHDUQHG�WKDW�&RDVWDO�LV�QR�ORQJHU�DFWLYH��$V�D�UHVXOW��WKH�IDLU�YDOXH�RI�WKH�&RDVWDO�VKDUHV�LV�

FRQVLGHUHG��QLO�DQG�DQ�LPSDLUPHQW�ORVV�RI����������ZDV�WDNHQ�GXULQJ�WKH�\HDU�HQGHG�6HSWHPEHU����������

��������UHYHUVDO�RI�LPSDLUPHQW�ORVV�RI����������WR�UHGXFH�WKH�FDUU\LQJ�YDOXH�RI�WKH�LQYHVWPHQW�WR�WKH���������

FDVK�FRQVLGHUDWLRQ�WKDW�ZLOO�EH�UHFHLYHG��

7KH�&RPSDQ\�PXVW�WUDQVIHU�����RI�WKH�&RDVWDO�VKDUHV�LW�UHFHLYHV�RQ�FORVLQJ��RU���������VKDUHV��WR�WKH�SUHYLRXV�

VKDUHKROGHUV�RI�2(/�+\GURV\V��ZKR�ZHUH�DOVR�SDUW\�WR�WKH�VDOH��7KH�REOLJDWLRQ�WR�WUDQVIHU�WKH�VKDUHV�ZDV�

UHFRUGHG�DV�D�FRQWLQJHQW�FRQVLGHUDWLRQ�DQG�D�GLVFRXQWHG�FDVK�IORZ�PHWKRG�ZDV�XVHG�WR�GHWHUPLQH�WKH�

DVVRFLDWHG�IDLU�YDOXH��$V�D�UHVXOW�RI�&RDVWDO�QRZ�EHLQJ�LQDFWLYH��D�IDLU�YDOXH�DGMXVWPHQW�RI�������������������QLO��

KDV�EHHQ�UHFRUGHG�DJDLQVW�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�DQG�WKH�IDLU�YDOXH�LV�QRZ�GHWHUPLQHG�WR�EH��QLO���������

�����������

7KH�LPSDLUPHQW�RI�WKH�LQYHVWPHQW�DQG�WKH�IDLU�YDOXH�DGMXVWPHQW�WR�WKH�FRQWLQJHQW�OLDELOLW\�KDYH�ERWK�EHHQ�

LQFOXGHG�LQ�,PSDLUPHQW��UHYHUVDO�RI�LPSDLUPHQW��RI�HTXLW\�LQYHVWPHQW�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�QHW�

HDUQLQJV�DQG�FRPSUHKHQVLYH�LQFRPH��

'XULQJ�WKH�\HDU�HQGHG�6HSWHPEHU�����������WKH�&RPSDQ\�UHFRJQL]HG�LWV�VKDUH�RI�WKH�QHW�ORVV�RI�LWV�LQYHVWPHQW�

RI��QLO������������������DQG�WKH�UHYHUVDO�RI�DQ�LPSDLUPHQW�ORVV�RI��QLO���������UHYHUVDO�RI�LPSDLUPHQW�ORVV�RI�

����������

� /RQJ�WHUP�LQYHVWPHQW�

2Q�'HFHPEHU�����������WKH�&RPSDQ\�VROG�KDOI�RI�LWV��������&ODVV�$�VKDUHV�RI�&DQ]RQH�/LPLWHG��D�SULYDWH�

FRPSDQ\��IRU�SURFHHGV�RI���������DQG�UHFRJQL]HG�D�JDLQ�RQ�VDOH�RI����������7KH�UHPDLQLQJ�������&ODVV�$�VKDUHV�

ZHUH�VROG�RQ�-XO\����������IRU�SURFHHGV�RI���������DQG�UHFRJQL]HG�D�JDLQ�RQ�VDOH�RI����������

� *RRGZLOO�

7KH�JRRGZLOO�LV�DOORFDWHG�WR�WKH�3URIHVVLRQDO�6HUYLFHV�FDVK�JHQHUDWLQJ�XQLW��&*8���ZKLFK�LV�WKH�XQLW�H[SHFWHG�WR�

EHQHILW�IURP�WKH�V\QHUJLHV�RI�SULRU�\HDUV¶�EXVLQHVV�FRPELQDWLRQV��

7KH�UHFRYHUDEOH�DPRXQW�RI�WKH�3URIHVVLRQDO�6HUYLFHV�&*8�KDV�EHHQ�GHWHUPLQHG�EDVHG�RQ�D�YDOXH�LQ�XVH�

FDOFXODWLRQ�XVLQJ�FDVK�IORZ�SURMHFWLRQV�IURP�WKH�DQQXDO�ILQDQFLDO�EXGJHWV�IRU�WKH�&RPSDQ\¶V������ILVFDO�\HDU�DV�

DSSURYHG�E\�VHQLRU�PDQDJHPHQW�DQG�WKH�%RDUG�RI�'LUHFWRUV�IROORZHG�E\�DQ�H[WUDSRODWLRQ�RYHU�IRXU�IXUWKHU�
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\HDUV��ZLWK�D�WHUPLQDO�YDOXH��7KH�SUH�WD[�GLVFRXQW�UDWH�DSSOLHG�WR�FDVK�IORZ�SURMHFWLRQV�IRU�WKH�3URIHVVLRQDO�

6HUYLFHV�&*8�LV��������������������DQG�FDVK�IORZV�DUH�H[WUDSRODWHG�XVLQJ�D��������������������JURZWK�UDWH��

7KH�FDOFXODWLRQ�RI�YDOXH�LQ�XVH�LV�PRVW�VHQVLWLYH�WR�WKH�IROORZLQJ�DVVXPSWLRQV��

�� JURVV�PDUJLQV�

�� GLVFRXQW�UDWHV�

�� JURZWK�UDWHV�XVHG�

*URVV�PDUJLQV���*URVV�PDUJLQV�DUH�EDVHG�RQ�DYHUDJH�YDOXHV�DFKLHYHG�LQ�WKH�\HDUV�SUHFHGLQJ�WKH�EHJLQQLQJ�RI�WKH�

EXGJHW�SHULRG��7KHUH�KDYH�EHHQ�QR�LQFUHDVHV�UHIOHFWHG�IRU�DQWLFLSDWHG�HIILFLHQF\�LPSURYHPHQWV���

'LVFRXQW�UDWHV���'LVFRXQW�UDWHV�UHSUHVHQW�WKH�FXUUHQW�PDUNHW�DVVHVVPHQW�RI�WKH�ULVNV�VSHFLILF�WR�WKH�UHVSHFWLYH�

&*8��WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�WLPH�YDOXH�RI�PRQH\�DQG�LQGLYLGXDO�ULVNV�RI�WKH�XQGHUO\LQJ�DVVHWV�WKDW�KDYH�

QRW�EHHQ�LQFRUSRUDWHG�LQ�WKH�FDVK�IORZ�HVWLPDWHV��7KH�GLVFRXQW�UDWH�FDOFXODWLRQ�LV�EDVHG�RQ�WKH�VSHFLILF�

FLUFXPVWDQFHV�RI�WKH�&RPSDQ\�DQG�LV�GHULYHG�IURP�LWV�ZHLJKWHG�DYHUDJH�FRVW�RI�FDSLWDO��:$&&���7KH�:$&&�

WDNHV�LQWR�DFFRXQW�ERWK�GHEW�DQG�HTXLW\��7KH�FRVW�RI�HTXLW\�LV�GHULYHG�IURP�WKH�H[SHFWHG�UHWXUQ�RQ�LQYHVWPHQW�E\�

WKH�&RPSDQ\¶V�LQYHVWRUV��

*URZWK�UDWHV���*URZWK�UDWHV�XVHG�E\�PDQDJHPHQW�DUH�VLPLODU�WR�WKH�UDWH�RI�LQIODWLRQ�LQ�&DQDGD���

7KH�IDLU�YDOXH�RI�WKH�3URIHVVLRQDO�6HUYLFHV�&*8�LV�KLJKHU�WKDQ�LWV�FDUU\LQJ�DPRXQW�DV�DW�6HSWHPEHU����������

��������KLJKHU��DQG�DV�VXFK���QLO�LPSDLUPHQW�KDV�EHHQ�LGHQWLILHG�DV�SDUW�RI�WKH�DQQXDO�LPSDLUPHQW�WHVW��������

��QLO���

�� &UHGLW�IDFLOLWLHV��

7KH�&RPSDQ\¶V�VKRUW�WHUP�FUHGLW�IDFLOLWLHV�FRQVLVW�RI�DQ�RSHUDWLQJ�GHPDQG�ORDQ�LQ�WKH�DPRXQW�RI������������

ZLWK�D����������VXEOLPLW�IRU�OHWWHUV�RI�FUHGLW��7KH�IDFLOLW\�FDUULHV�D�IORDWLQJ�LQWHUHVW�DW�SULPH�SOXV�������LV�

FROODWHUDOL]HG�E\�D�ILUVW�UDQNLQJ�JHQHUDO�VHFXULW\�DJUHHPHQW�RYHU�DOO�RI�WKH�&RPSDQ\¶V�SUHVHQW�DQG�IXWXUH�DVVHWV��

DQG�LV�VXEMHFW�WR�PDUJLQLQJ�EDVHG�RQ�WKH�DPRXQWV�RI�HOLJLEOH�DFFRXQWV�UHFHLYDEOH��(DFK�OHWWHU�RI�FUHGLW�PXVW�EH�

�����JXDUDQWHHG�LQ�IDYRU�RI�WKH�EDQN�WKURXJK�D�VHSDUDWH�SURJUDP�SURYLGHG�E\�WKH�([SRUW�'HYHORSPHQW�

&RUSRUDWLRQ��7KLV�UHSODFHV�WKH�&RPSDQ\¶V�SUHYLRXV�OLQH�RI�FUHGLW��ZKLFK�FRQVLVWHG�RI�DQ�RSHUDWLQJ�OLQH�RI�FUHGLW�

LQ�WKH�DPRXQW�RI������������DW�D�IORDWLQJ�UDWH�RI�SULPH�SOXV��������$V�DW�6HSWHPEHU�����������WKH�HIIHFWLYH�

LQWHUHVW�UDWH�XQGHU�WKLV�IDFLOLW\�ZDV�����������������������

7KH�&RPSDQ\�DOVR�KDV�D�FRUSRUDWH�FUHGLW�FDUG�IDFLOLW\�LQ�WKH�DPRXQW�RI�����������

$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�KDG�GUDZQ����������RQ�LWV�RSHUDWLQJ�GHPDQG�ORDQ�������������������

DQG�LW�KDG�GUDZQ����������LQ�RXWVWDQGLQJ�OHWWHUV�RI�JXDUDQWHH����������QLO���7KH�OHWWHUV�RI�JXDUDQWHH�H[SLUH�RQ�

-XO\�����������

$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�KHOG�D�VKRUW�WHUP�LQYHVWPHQW�LQ�WKH�DPRXQW�RI����������LQ�IDYRXU�RI�

WKH�&RPSDQ\¶V�SUHYLRXV�EDQN��DV�FROODWHUDO�IRU�WKH�RSHUDWLQJ�OLQH�RI�FUHGLW��7KH�UHTXLUHPHQW�WR�PDLQWDLQ�WKLV�

FROODWHUDO�ZDV�VXEVHTXHQWO\�UHOHDVHG�RQ�WHUPLQDWLRQ�RI�WKH�RSHUDWLQJ�OLQH�RI�FUHGLW�ZLWK�WKH�&RPSDQ\¶V�IRUPHU�

EDQN��
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7KH�&RPSDQ\�KDV�FHUWDLQ�FRYHQDQWV�LQ�DFFRUGDQFH�ZLWK�LWV�VKRUW�WHUP�FUHGLW�IDFLOLWLHV��$V�DW�6HSWHPEHU�����

������WKH�&RPSDQ\�ZDV�LQ�GHIDXOW�RI�RQH�RI�LWV�FRYHQDQWV�ZLWK�UHVSHFW�WR�LWV�IL[HG�FKDUJH�FRYHUDJH�UDWLR��

�� 7UDGH�DQG�RWKHU�SD\DEOHV�

2017 
$   

2016 
$ 

Trade payables 2,261,893  3,256,661 
Salaries and benefits payable 644,012  662,336 
Other accrued liabilities and payables 710,954  1,039,749 

3,616,859  4,958,746 

3URYLVLRQV�LQFOXGH�SURYLVLRQV�IRU�FRQWUDFW�GLVSXWHV�DQG�ZDUUDQW\�SURYLVLRQV��3URYLVLRQV�DUH�LQFOXGHG�LQ�RWKHU�

DFFUXHG�OLDELOLWLHV�DQG�SD\DEOHV��$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�KDG��QLO�������������������LQ�

SURYLVLRQV�IRU�FRQWUDFW�GLVSXWHV�DQG��QLO������������������RI�ZDUUDQW\�SURYLVLRQV���

$V�DW�6HSWHPEHU�����������RWKHU�DFFUXHG�OLDELOLWLHV�DQG�SD\DEOHV�LQFOXGH�DPRXQWV�RZLQJ�WR�NH\�PDQDJHPHQW�

SHUVRQQHO�RI�������������������������DQG�GLUHFWRUV�RI���������������������������

$V�DW�6HSWHPEHU�����������WKHUH�ZDV��������������������������RZHG�WR�JRYHUQPHQW�DJHQFLHV�LQFOXGHG�LQ�RWKHU�

DFFUXHG�OLDELOLWLHV�DQG�SD\DEOHV��

�� $GYDQFHV��

(IIHFWLYH�6HSWHPEHU�����������SULQFLSDO�UHSD\PHQWV�RI���������RZHG�WR�VKDUHKROGHUV�KDYH�EHHQ�SRVWSRQHG�LQ�

IDYRXU�RI�WKH�&RPSDQ\¶V�EDQN��7KH�DGYDQFHV�FRQWLQXH�WR�EHDU�LQWHUHVW�DW�D�UDWH�RI����ZLWK�QR�IL[HG�WHUPV�RI�

UHSD\PHQW��,QWHUHVW�RQ�DGYDQFHV�RXWVWDQGLQJ�KDV�QRW�EHHQ�SRVWSRQHG��

�� 2EOLJDWLRQV�XQGHU�ILQDQFH�OHDVHV�

7KH�&RPSDQ\�KDG�D�ILQDQFH�OHDVH�IRU�ILHOG�HTXLSPHQW��ZKLFK�ZDV�VLJQHG�0DUFK���������DQG�ZDV�UHSD\DEOH�LQ����

PRQWKO\�LQVWDOPHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RI�������7KH�OHDVH�ERUH�LQWHUHVW�DW�����SHU�DQQXP�DQG�ZDV�

VHFXUHG�E\�WKH�XQGHUO\LQJ�HTXLSPHQW���

$V�DW�6HSWHPEHU�����������WKH�UHPDLQLQJ�REOLJDWLRQ�XQGHU�WKH�OHDVH�LV��QLO���������������DQG�WKH�QHW�FDUU\LQJ�

DPRXQW�RI�HTXLSPHQW�XQGHU�ILQDQFH�OHDVH��LQFOXGHG�DV�SDUW�RI�ILHOG�HTXLSPHQW��LV��QLO�������������������
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�� /RQJ�WHUP�GHEW�

2017 
$   

2016 
$ 

Term loan, net of deferred financing costs of $44,629 (2016- $52,209), 
bearing interest at 10%, due in one instalment on September 12, 
2021 (a) 2,455,371  2,447,791 

Mortgage, bearing interest at 7.99%, repayable in monthly principal 
instalments of $8,083 plus interest, due July 16, 2018, secured by 
a collateral mortgage on land and building with a carrying value of 
$253,081 (2016 - $306,573) 1,003,258  1,009,763 

Mortgage, bearing interest at BDC floating base rate (4.6% as at 
September 30, 2016) plus 2.0%; repaid in full July 4, 2017 -   596,700 

Ford Credit loan bearing interest at prime, payable in monthly 
instalments of $3,190; repaid in full in May 2017 -   6,132 

Restructured trade debt (b) 364,699  444,262 

3,823,328  4,504,648 
Less: Current portion 3,458,629  146,519 

364,699  4,358,129 

D� 7KH�&RPSDQ\�HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�D�OHQGLQJ�LQVWLWXWLRQ�RQ�6HSWHPEHU����������IRU�D�VHFXUHG�

ILYH�\HDU�WHUP�ORDQ�LQ�WKH�DPRXQW�RI�������������7KLV�ORDQ�EHDUV�LQWHUHVW�DW�D�UDWH�RI�����DQG�UHTXLUHV�WKH�

&RPSDQ\�WR�SD\�UR\DOW\�IHHV�RQ�JURVV�UHYHQXH�EHJLQQLQJ�)HEUXDU\�������7KH�UR\DOW\�UDWH�LV�WLHUHG�DQG�

DSSOLHV�DW�D�UDWH�RI�������RI�JURVV�UHYHQXH�XS�WR��������������DQG�WKHQ�GHFUHDVHV�WR�������RI�JURVV�

UHYHQXH�LQ�H[FHVV�RI�WKDW�DPRXQW��$V�DW�6HSWHPEHU����������������������������QLO��ZDV�DFFUXHG�LQ�WUDGH�

DQG�RWKHU�SD\DEOHV�ZLWK�UHVSHFW�WR�WKHVH�UR\DOWLHV��

7KH�&RPSDQ\�KDV�FHUWDLQ�FRYHQDQWV�LQ�DFFRUGDQFH�ZLWK�WKLV�WHUP�ORDQ��DV�ZHOO�DV�FURVV�GHIDXOW�SURYLVLRQV�

ZLWK�WKH�&RPSDQ\¶V�VKRUW�WHUP�FUHGLW�IDFLOLW\�DUUDQJHPHQW��$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�ZDV�LQ�

FRPSOLDQFH�ZLWK�LWV�FRYHQDQWV�XQGHU�WKH�WHUP�ORDQ�DJUHHPHQW��+RZHYHU��WKH�&RPSDQ\�LV�FXUUHQWO\�LQ�

EUHDFK�RI�WKH�IL[HG�FKDUJH�FRYHUDJH�UDWLR�FRYHQDQW�XQGHU�LWV�VKRUW�WHUP�FUHGLW�IDFLOLWLHV��VHH�QRWH������$V�D�

UHVXOW�RI�WKLV�EUHDFK��DQG�WKH�FURVV�GHIDXOW�SURYLVLRQV��WKH�HQWLUH�DPRXQW�RI�WKH�WHUP�ORDQ�KDV�EHHQ�

LQFOXGHG�LQ�WKH�FXUUHQW�SRUWLRQ�RI�ORQJ�WHUP�GHEW��7KH�&RPSDQ\�KDV�UHFHLYHG�D�ZDLYHU��VXEVHTXHQW�WR�

6HSWHPEHU�����������IURP�LWV�OHQGHU�RI�WKH�FURVV�GHIDXOW�SURYLVLRQ�RI�WKH�WHUP�ORDQ��

E� 2Q�1RYHPEHU�����������WKH�&RPSDQ\�UHDFKHG�DQ�DJUHHPHQW�ZLWK�D�QXPEHU�RI�FUHGLWRUV�ZLWK�UHVSHFW�WR�

UHSD\PHQW�WHUPV�IRU�RXWVWDQGLQJ�DPRXQWV�SD\DEOH��LQ�WKH�DJJUHJDWH�DPRXQW�RI�����������7KH�DJUHHPHQW�

UHTXLUHG�WKH�&RPSDQ\�WR�UHSD\�WKLV�DPRXQW�RQ�D�PRQWKO\�EDVLV��ZLWK�EOHQGHG�SD\PHQWV�RI���������

SULQFLSDO�DQG�LQWHUHVW�DW����SHU�DQQXP�VXFK�WKDW�UHSD\PHQW�LQ�IXOO�ZRXOG�EH�HIIHFWHG�LQ�IRXU�\HDUV��

(IIHFWLYH�0DUFK����������DOO�SD\PHQWV�ZHUH�VXVSHQGHG�DQG�WKH�RXWVWDQGLQJ�EDODQFHV�ZHUH�SRVWSRQHG�LQ�

IDYRXU�RI�WKH�&RPSDQ\¶V�SUHYLRXV�EDQN��(IIHFWLYH�6HSWHPEHU��������������������ZDV�SRVWSRQHG�LQ�IDYRXU�

RI�WKH�&RPSDQ\¶V�FXUUHQW�EDQN��
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/RQJ�WHUP�GHEW�EDODQFHV�DW�DV�6HSWHPEHU�����������H[FOXGLQJ����������LQ�UHVWUXFWXUHG�WUDGH�GHEW�ZKLFK�LV�

SRVWSRQHG�LQ�IDYRXU�RI�WKH�&RPSDQ\¶V�FXUUHQW�EDQN��DUH�GXH�DV�IROORZV��

$   

2018 3,458,629  
2019 -   
2020 -   
2021 -   
2022 and thereafter -   

3,458,629  

�� 'XH�WR�VKDUHKROGHUV�

$PRXQWV�GXH�WR�VKDUHKROGHUV�DUH�QRQ�LQWHUHVW�EHDULQJ��ZLWK�QR�IL[HG�WHUPV�RI�UHSD\PHQW��$GGLWLRQDOO\��HIIHFWLYH�

6HSWHPEHU�����������UHSD\PHQWV�RI���������KDYH�EHHQ�SRVWSRQHG�LQ�IDYRXU�RI�WKH�&RPSDQ\¶V�EDQN��

�� 6KDUHKROGHUV¶�HTXLW\�

6KDUH�FDSLWDO�

$XWKRUL]HG�

x &RPPRQ�VKDUHV�

7KH�&RPSDQ\�LV�DXWKRUL]HG�WR�LVVXH�DQ�XQOLPLWHG�QXPEHU�RI�FRPPRQ�VKDUHV��7KH�KROGHUV�RI�WKH�

&RPSDQ\¶V�FRPPRQ�VKDUHV�DUH�HQWLWOHG�WR�GLYLGHQGV�DV�DQG�ZKHQ�GHFODUHG�E\�WKH�%RDUG�RI�'LUHFWRUV�RI�WKH�

&RPSDQ\��WR�RQH�YRWH�SHU�VKDUH�DW�PHHWLQJV�RI�VKDUHKROGHUV�RI�WKH�&RPSDQ\�DQG��RQ�OLTXLGDWLRQ��WR�UHFHLYH�

VXFK�DVVHWV�RI�WKH�&RPSDQ\�DV�DUH�GLVWULEXWDEOH�WR�WKH�KROGHUV�RI�WKH�FRPPRQ�VKDUHV��

x 6SHFLDO�VKDUHV

7KH�&RPSDQ\�LV�DXWKRUL]HG�WR�LVVXH�DQ�XQOLPLWHG�QXPEHU�RI�VSHFLDO�VKDUHV��LVVXDEOH�LQ�VHULHV��
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6KDUH�RSWLRQV�

$FWLYLW\�LQ�WKH�VKDUH�RSWLRQ�SODQ�LV�VXPPDUL]HG�DV�IROORZV��

2017  2016 

Number of 
options 

#   

Weighted 
average 
exercise 

price 
$   

Number of 
options 

#   

Weighted 
average 
exercise 

price 
$ 

Outstanding - Beginning of 
year 1,818,225   0.44  2,009,325   0.61 

Granted 180,000   0.28  520,000   0.25 
Exercised -    -   -    - 
Expired (326,000) 0.58  (119,000) 1.00 
Forfeited (494,850) 0.37  (592,100) 0.51 

Outstanding - End of year  1,177,375   0.41  1,818,225   0.44 

Exercisable- End of year  817,375   0.47  1,186,887   0.59 

,QIRUPDWLRQ�DERXW�VWRFN�RSWLRQV�RXWVWDQGLQJ�DV�DW�6HSWHPEHU����������LV�DV�IROORZV��

Awards outstanding Awards exercisable

Grant price range Quantity 

Remaining
contractual 

life 
Exercise 

Price 
$

Quantity 

Remaining
contractual 

life 
Exercise 

Price 
$

0.10 - 0.20 70,000 3.50 0.20 23,333 3.50 0.20
0.21 - 0.30 260,000 3.51 0.26 66,667 3.09 0.28
0.31 - 0.40 120,000 4.50 0.32 - - -
0.41 - 0.50 727,375 1.08 0.50 727,375 1.08 0.50

1,177,375 2.11 0.41 817,375 1.31 0.47

6KDUH�EDVHG�FRPSHQVDWLRQ�

7KH�IDLU�YDOXH�RI�RSWLRQV�YHVWHG�LV�UHFRJQL]HG�DV�FRPSHQVDWLRQ�FRVW���

'XULQJ�WKH�\HDU�HQGHG�6HSWHPEHU�����������WKH�&RPSDQ\�LVVXHG���������RSWLRQV�WR�GLUHFWRUV�WR�SXUFKDVH�

FRPPRQ�VKDUHV��7KH�H[HUFLVH�SULFH�RI�WKH�RSWLRQV�UDQJHV�IURP�������WR��������$OO�RSWLRQV�KDYH�D�WHUP�RI�ILYH�

\HDUV�DQG�YHVW�RYHU�WKUHH�\HDUV��7KH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG�GXULQJ�WKH�\HDU�ZDV��������������������������

UHVXOWLQJ�LQ�D�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�������SHU�RSWLRQ������������������
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7KH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG�ZDV�HVWLPDWHG�RQ�WKH�GDWH�RI�JUDQW�XVLQJ�WKH�IROORZLQJ�DVVXPSWLRQV��

2017  2016 

Exercise price   $0.21 - $0.32   $0.20 - $0.28 
Expected volatility 110%   111% 
Expected option life (years) 3.37   3.52 
Expected dividends -    - 
Risk-free interest rate 1.44%   0.66% 

'XULQJ�WKH�\HDU�HQGHG�6HSWHPEHU�����������WKH�&RPSDQ\�UHFRJQL]HG�������������������������LQ�VKDUH�EDVHG�

FRPSHQVDWLRQ�H[SHQVH���

�� ,QFRPH�WD[HV�

7KH�SURYLVLRQ�IRU�LQFRPH�WD[HV�GLIIHUV�IURP�WKH�UHVXOW�WKDW�ZRXOG�EH�REWDLQHG�E\�DSSO\LQJ�WKH�FRPELQHG�

&DQDGLDQ�IHGHUDO�DQG�SURYLQFLDO�VWDWXWRU\�LQFRPH�WD[�UDWHV�WR�LQFRPH�EHIRUH�LQFRPH�WD[HV��7KH�UHFRQFLOLDWLRQ�

EHWZHHQ�WKH�VWDWXWRU\�LQFRPH�WD[�UDWH�DQG�WKH�&RPSDQ\¶V�HIIHFWLYH�UDWH�RI�LQFRPH�WD[�LV�DV�IROORZV��

2017 
$   

2016 
$ 

Earnings before income taxes 334,367  588,365 
Statutory tax rate 26.56%   26.76% 

Expected income tax expense 88,808  157,446 
Rate differences 

Changes in temporary differences (79,762) (179,690)
Permanent differences and other -   - 
Prior period adjustments (9,046) 22,244 

Total tax expense -   - 

Effective income tax rate 0.00   0.00% 
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7KH�IROORZLQJ�LV�D�UHFRQFLOLDWLRQ�RI�WKH�GHIHUUHG�LQFRPH�WD[�DVVHWV�DQG�OLDELOLWLHV�UHFRJQL]HG�E\�WKH�&RPSDQ\��

2017 

Balance - 
beginning 

of year 
$   

Recognized 
in income 

$   

Equity 
component 

$   

Balance - 
end of year 

$ 

Property, plant and 
equipment (3,749) 5,489  -   1,740 

Investments (2,476) 19   -   (2,457)
Financing cost 6,225  (5,508) -   717 
Other -   (5,423) 5,423  - 

-   (5,423) 5,423  - 

2016

Balance - 
beginning 

of year 
$   

Recognized 
in income 

$   

Equity 
component 

$   

Balance - 
end of year 

$ 

Property, plant and 
equipment 14,974  (18,723) -   (3,749)

Investments -   (2,476) -   (2,476)
Financing cost -   6,225  -   6,225 
Other (14,974) 7,335  7,639  - 

-   (7,639) 7,639  - 

$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�KDV��������������������������������RI�WLPLQJ�GLIIHUHQFHV�IRU�ZKLFK�QR�

GHIHUUHG�WD[�DVVHW�KDV�EHHQ�UHFRJQL]HG�DV�IROORZV��

2017 
$   

2016 
$ 

Property, plant and equipment 1,388,130  1,402,519 
Operating losses 4,723,469  5,052,133 
Research and development expenses 2,491,958  2,491,958 
Investment 68,888  - 
Reserves -   30,000 
Financing costs 36,186  27,623 

8,708,631  9,004,233 
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7KH�&RPSDQ\�KDV�WKH�IROORZLQJ�QRQ�FDSLWDO�ORVVHV��ZKLFK�DUH�DYDLODEOH�WR�UHGXFH�LQFRPH�WD[HV�LQ�IXWXUH�SHULRGV��

IRU�ZKLFK�QR�GHIHUUHG�WD[�DVVHW�KDV�EHHQ�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�WKDW�FDQ�

EH�FDUULHG�WR�WKH�IROORZLQJ�\HDUV��

$   

2034 991,459  
2033 1,754,112  
2032 78,399  
2031 576,315  
2030 779,798  
2029 472,337  
2028 71,049  

4,723,469  

$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�KDG�DQ�LQYHVWPHQW�WD[�FUHGLW�LQ�WKH�DPRXQW�RI������������������

����������ZKLFK�ZDV�QRW�UHFRUGHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��7KLV�FUHGLW�FDQ�EH�XVHG�DJDLQVW�DQ\�

IHGHUDO�LQFRPH�WD[�SD\DEOH�DQG�H[SLUHV�LQ�WKH�\HDUV������WR�������

�� 2WKHU�H[SHQVH�LWHPV�

2017 
$   

2016 
$ 

Employee benefit expenses 
Salaries and short-term benefits 12,714,005  13,067,439 
Share-based compensation cost (note 17) 5,690  69,033 
Pensions - defined contribution plans 326,429  329,725 
Employee group benefit 642,135  575,052 

13,688,259  14,041,249 

Finance costs 
Convertible debenture -   219,544 
Restructured debt 25,528  100,759 
Term loans, bank loans and line of credit 411,856  194,452 
Mortgage 131,822  158,973 
Bank charges 45,033  29,881 
Other finance charges 77,439  109,460 

691,678  813,069 

Other elements of expenses 
Foreign exchange (gain) loss 1,038  (24,338)



%OX0HWULF�(QYLURQPHQWDO�,QF��
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

����

�� &KDQJHV�LQ�ZRUNLQJ�FDSLWDO�EDODQFHV�

2017 
$   

2016 
$ 

Accounts receivable (183,862) 2,454,403 
Unbilled revenue 602,786  (1,196,564)
Prepaid expenses 93,914  (281,227)
Trade and other payables (1,341,887) (1,698,399)
Deferred revenue (289,887) (375,676)

(1,118,936) (1,097,463)

�� (DUQLQJV�SHU�VKDUH�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�FDOFXODWLRQ�RI�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�EDVLF�DQG�GLOXWHG�FRPPRQ�

VKDUHV��

2017  2016 

Issued common shares as at October 1 27,880,140  27,880,140 

Weighted average number of basic common shares 27,880,140  27,880,140 
Effect of share options on issuance 42,487  3,790 

Weighted average number of diluted common shares 27,922,627  27,883,930 

2SWLRQV�WKDW�ZHUH�DQWL�GLOXWLYH�DUH�QRW�LQFOXGHG�LQ�WKH�FRPSXWDWLRQ�RI�GLOXWHG�FRPPRQ�VKDUHV��)RU�WKH�\HDU�

HQGHG�6HSWHPEHU�������������������RSWLRQV�ZHUH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�EHFDXVH�WKH\�ZHUH�DQWL�GLOXWLYH�

��������������������

�� &RPPLWPHQWV�DQG�FRQWLQJHQFLHV�

)XWXUH�SD\PHQWV�UHTXLUHG�XQGHU�RSHUDWLQJ�OHDVHV�WKDW�KDYH�LQLWLDO�RU�UHPDLQLQJ�OHDVH�WHUPV�LQ�H[FHVV�RI�RQH�

\HDU�DV�DW�6HSWHPEHU����������DUH�DV�IROORZV��

Premises 
$   

Equipment 
$   

Total 
$ 

Within one year 597,192  39,035  636,227 
Between one and five years 1,639,107  136,548  1,775,655 
After five years 170,456  -   170,456 

2,406,755  175,583  2,582,338 
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7KH�RSHUDWLQJ�OHDVHV�UHODWH�WR�HTXLSPHQW�OHDVHV�DQG�OHDVHV�UHODWHG�WR�SURSHUWLHV�RFFXSLHG�E\�WKH�&RPSDQ\��

7KHUH�DUH�QR�RSWLRQV�WR�SXUFKDVH�WKH�SURSHUW\�DW�WKH�H[SLU\�RI�WKH�OHDVH�SHULRG��

,Q�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV��WKH�&RPSDQ\�LV�SDUW\�WR�D�QXPEHU�RI�RQJRLQJ�OHJDO�FODLPV��0DQDJHPHQW¶V�

RSLQLRQ�LV�WKDW�QRQH�RI�WKHVH�FODLPV�DUH�OLNHO\�WR�UHVXOW�LQ�D�VLJQLILFDQW�ORVV�WR�WKH�&RPSDQ\�HLWKHU�E\�YLUWXH�RI�

WKH�VWUHQJWK�RI�WKH�&RPSDQ\¶V�OHJDO�SRVLWLRQ�RU�EHFDXVH�LQVXUDQFH�LV�LQ�SODFH�WR�FRYHU�DQ\�H[SRVXUH��7KH�

&RPSDQ\¶V�VWDWXV�LQ�DOO�FODLPV�LV�PRQLWRUHG�FORVHO\�E\�PDQDJHPHQW�DQG�FKDQJHV�LQ�WKDW�VWDWXV��LI�DQ\��DUH�

UHFRUGHG�LQ�WKH�SHULRG�ZKHQ�WKH�FKDQJH�WULJJHULQJ�WKH�UHFRJQLWLRQ�RI�D�OLDELOLW\�LV�NQRZQ��

�� 6HJPHQWHG�GLVFORVXUH��

5HYHQXH�

7KH�&RPSDQ\�FXUUHQWO\�RSHUDWHV�XQGHU�RQH�UHSRUWDEOH�VHJPHQW�

*HRJUDSKLFDO�VHJPHQWDWLRQ�

7KH�&RPSDQ\�RSHUDWHV�LQ�WKUHH�SULQFLSDO�JHRJUDSKLFDO�DUHDV��&DQDGD��FRXQWU\�RI�GRPLFLOH���WKH�8QLWHG�6WDWHV�

DQG�LQWHUQDWLRQDOO\��ZKLFK�UHSUHVHQWV�D�ZLGH�GLVWULEXWLRQ��

6DOHV�UHSRUWHG�E\�FOLHQW�ORFDWLRQ�EDVHG�RQ�RULJLQ�RI�SXUFKDVH��L�H���FRXQWU\�RI�GRPLFLOH�RI�FRQWUDFWLQJ�SDUW\��DUH�

DV�IROORZV��

2017 
$   

2016 
$ 

Canada 29,822,688  29,687,495 
International 662,825  1,136,815 
United States 42,970  669,285 

30,528,483  31,493,595 

2I�WRWDO�UHYHQXH�IRU�WKH�\HDU�HQGHG�6HSWHPEHU�����������DSSUR[LPDWHO\������������������ZDV�GHULYHG�IURP�WZR�

FOLHQWV��ERWK�RI�ZKLFK�DFFRXQW�IRU�RYHU�����RI�WRWDO�UHYHQXH���

7KH�&RPSDQ\�GRHV�QRW�FXUUHQWO\��RU�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��KROG�QRQ�FXUUHQW�DVVHWV�RXWVLGH�RI�LWV�

FRXQWU\�RI�GRPLFLOH��&DQDGD����

�� 5HODWHG�SDUW\�WUDQVDFWLRQV��

$OO�UHODWHG�SDUW\�WUDQVDFWLRQV�DUH�UHIOHFWHG�XQGHU�WHUPV�DQG�FRQGLWLRQV�UHIOHFWLQJ�SUHYDLOLQJ�PDUNHW�FRQGLWLRQV�

DW�WKH�WUDQVDFWLRQ�GDWH�DQG�DUH�UHFRUGHG�DW�WKH�DPRXQWV�DJUHHG�RQ�E\�WKH�SDUWLHV��'XULQJ�WKH�\HDU��WKH�&RPSDQ\�

LQFXUUHG���������������������������IRU�DPRXQWV�RZHG�WR�GLUHFWRUV��
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&RPSHQVDWLRQ�RI�NH\�PDQDJHPHQW�SHUVRQQHO�

7KH�UHPXQHUDWLRQ�RI�NH\�PDQDJHPHQW�SHUVRQQHO�GXULQJ�WKH�\HDU�ZDV�DV�IROORZV��

2017 
$   

2016 
$ 

Salaries 592,500  655,000 
Short-term benefits 117,631  131,270 
Share-based compensation 784   9,506 

710,915  795,776 

�� )LQDQFLDO�LQVWUXPHQWV��

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�LQIRUPDWLRQ�UHJDUGLQJ�WKH�FDUU\LQJ�YDOXHV�RI�WKH�&RPSDQ\¶V�ILQDQFLDO�

LQVWUXPHQWV��

2017 2016

Classification Measurement 
Carrying

value 
$

Fair value 
$

Carrying
value 

$
Fair value 

$

Loans and receivables
Cash amortized cost 22,117 22,117 314,360 314,360
Short-term investments amortized cost - - 100,000 100,000
Accounts receivable amortized cost 4,731,687 4,731,687 4,547,825 4,547,825
Other assets amortized cost 95,000 95,000 251,282 251,282

4,848,804 4,848,804 5,213,467 5,213,467

Other financial liabilities
Bank indebtedness amortized cost 536,385 536,385 556,662 556,662
Trade and other payables amortized cost 3,616,859 3,616,859 4,958,746 4,958,746
Advances amortized cost 60,000 60,000 68,627 68,627
Contingent consideration fair value - - 156,282 156,282
Long-term debt amortized cost 3,823,328 3,823,328 4,504,648 4,504,648
Due to shareholders amortized cost 55,502 55,502 55,502 55,502

8,092,074 8,092,074 10,300,467 10,300,467

�� 5LVN�PDQDJHPHQW�

7KH�&RPSDQ\�LV�H[SRVHG�WR�YDULRXV�ULVNV�LQ�UHODWLRQ�WR�LWV�ILQDQFLDO�LQVWUXPHQWV��7KH�&RPSDQ\¶V�ILQDQFLDO�DVVHWV�

DQG�OLDELOLWLHV�E\�FDWHJRU\�DUH�VXPPDUL]HG�EHORZ��7KH�PDLQ�W\SHV�RI�ULVN�DUH�FUHGLW�ULVN��PDUNHW�ULVN�DQG�

OLTXLGLW\�ULVN��

7KH�&RPSDQ\¶V�ULVN�PDQDJHPHQW�LV�FRRUGLQDWHG�LQ�FORVH�FRRSHUDWLRQ�ZLWK�WKH�%RDUG�RI�'LUHFWRUV��DQG�IRFXVHV�

RQ�DFWLYHO\�VHFXULQJ�WKH�&RPSDQ\¶V�VKRUW�WR�PHGLXP�WHUP�FDVK�IORZV�E\�PLQLPL]LQJ�WKH�H[SRVXUH�WR�ILQDQFLDO�

PDUNHWV��
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7KH�&RPSDQ\�GRHV�QRW�DFWLYHO\�HQJDJH�LQ�WKH�WUDGLQJ�RI�ILQDQFLDO�LQVWUXPHQWV�IRU�VSHFXODWLYH�SXUSRVHV�QRU�GRHV�

LW�ZULWH�RSWLRQV���

&UHGLW�ULVN��

&UHGLW�ULVN�LV�WKH�ULVN�RI�ILQDQFLDO�ORVV�WR�WKH�&RPSDQ\�LI�D�FXVWRPHU�RU�FRXQWHUSDUW\�WR�D�ILQDQFLDO�LQVWUXPHQW�

IDLOV�WR�PHHW�LWV�REOLJDWLRQV��7KH�SULPDU\�ILQDQFLDO�LQVWUXPHQW�WKDW�SRWHQWLDOO\�H[SRVHV�WKH�&RPSDQ\�WR�FUHGLW�

ULVN�LV�DFFRXQWV�UHFHLYDEOH��

7KH�&RPSDQ\�KDV�FUHGLW�HYDOXDWLRQ��DSSURYDO�DQG�PRQLWRULQJ�SURFHVVHV�LQWHQGHG�WR�PLWLJDWH�SRWHQWLDO�FUHGLW�

ULVNV��7KH�&RPSDQ\�SHUIRUPV�RQJRLQJ�FUHGLW�HYDOXDWLRQV�RI�QHZ�DQG�H[LVWLQJ�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ�DQG�

UHYLHZV�WKH�FROOHFWLELOLW\�RI�LWV�UHFHLYDEOHV�LQ�RUGHU�WR�PLWLJDWH�DQ\�SRVVLEOH�FUHGLW�ORVVHV���

7KH�&RPSDQ\¶V�PDQDJHPHQW�FRQVLGHUV�DOO�ILQDQFLDO�DVVHWV��ZKLFK�DUH�QRW�LPSDLUHG�RU�SDVW�GXH�IRU�HDFK�RI�WKH�

6HSWHPEHU����������DQG�6HSWHPEHU����������UHSRUWLQJ�GDWHV�DUH�RI�JRRG�FUHGLW�TXDOLW\��

$FFRXQWV�UHFHLYDEOH�WKDW�DUH�SDVW�GXH�DQG�SUHVHQW�D�SRWHQWLDO�FUHGLW�ULVN�DUH�DV�IROORZV��

2017 
$   

2016 
$ 

Past due 61 to 90 days 129,777  302,156 
Past due greater than 90 days 844,914  877,070 
Allowance for doubtful accounts (168,877) (115,724)

805,814  1,063,502 

7KH�FRQWLQXLW\�RI�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�LV�DV�IROORZV��

2017
$   

2016
$ 

Balance - Beginning of year 115,724  766,801 
Bad debt expense provision 303,512  284,686 
Recoveries (127,633) (173,873)
Accounts written off (122,726) (761,890)

Balance - End of year 168,877  115,724 

$W�WKH�HQG�RI�WKH�\HDU��ILYH�FXVWRPHUV���������WZR�FXVWRPHUV��DFFRXQWHG�IRU������������������RI�DFFRXQWV�

UHFHLYDEOH���
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/LTXLGLW\�ULVN�

/LTXLGLW\�ULVN�LV�WKH�ULVN�WKH�&RPSDQ\�PD\�QRW�EH�DEOH�WR�PHHW�LWV�ILQDQFLDO�REOLJDWLRQV�DV�WKH\�FRPH�GXH��7KH�

&RPSDQ\�FXUUHQWO\�VHWWOHV�DOO�RI�LWV�ILQDQFLDO�REOLJDWLRQV�RXW�RI�FDVK�DQG�EDQN�LQGHEWHGQHVV��7KH�DELOLW\�WR�GR�VR�

UHOLHV�RQ�WKH�&RPSDQ\�FROOHFWLQJ�LWV�DFFRXQWV�UHFHLYDEOH�LQ�D�WLPHO\�PDQQHU�DQG�E\�PDLQWDLQLQJ�VXIILFLHQW�FDVK�

LQ�H[FHVV�RI�DQWLFLSDWHG�QHHGV��VHH�QRWH�����

7KH�IROORZLQJ�WDEOH�RXWOLQHV�WKH�OLTXLGLW\�ULVN�DVVRFLDWHG�ZLWK�WKH�&RPSDQ\¶V�SD\PHQW�REOLJDWLRQV�DV�DW�

6HSWHPEHU����������DQG�6HSWHPEHU�����������UHVSHFWLYHO\��

2017

Total 
$

Less than
3 months 

$

4 - 12
months 

$

1 - 5
years 

$

Over 5
years 

$

Trade and other payables 3,616,859 2,876,582 740,277 - -
Advances 60,000 - - 60,000 -
Long-term debt 3,823,328 2,459,783 998,846 364,699 -
Due to shareholders 55,502 - - 55,502 -

7,555,689 5,336,365 1,739,123 480,201 -

2016

Total 
$

Less than
3 months 

$

4 - 12
months 

$

1 - 5
years 

$

Over 5
years 

$

Trade and other payables 4,958,746 3,860,275 786,335 312,136 -
Advances 68,627 - 8,627 60,000 -
Finance lease obligation 562 562 - - -
Long-term debt 4,504,648 20,864 125,655 3,995,429 362,700
Due to shareholders 55,502 - - 55,502 -

9,588,085 3,881,701 920,617 4,423,067 362,700

0DUNHW�ULVN�

0DUNHW�ULVN�LV�WKH�ULVN�WKDW�FKDQJHV�LQ�PDUNHW�SULFHV��VXFK�DV�IRUHLJQ�H[FKDQJH�UDWHV�DQG�LQWHUHVW�UDWHV��ZLOO�

DIIHFW�WKH�&RPSDQ\¶V�QHW�HDUQLQJV�RU�WKH�YDOXH�RI�LWV�ILQDQFLDO�LQVWUXPHQWV��7KH�REMHFWLYH�RI�PDUNHW�ULVN�

PDQDJHPHQW�LV�WR�PDQDJH�DQG�FRQWURO�PDUNHW�ULVN�H[SRVXUHV�ZLWKLQ�DFFHSWDEOH�OLPLWV��ZKLOH�PD[LPL]LQJ�

UHWXUQV��

x ,QWHUHVW�UDWH�ULVN�

,QWHUHVW�UDWH�ULVN�LV�WKH�ULVN�WKH�IDLU�YDOXH�RU�IXWXUH�FDVK�IORZV�RI�ILQDQFLDO�LQVWUXPHQWV�ZLOO�IOXFWXDWH�

EHFDXVH�RI�FKDQJHV�LQ�LQWHUHVW�UDWHV��$V�DW�6HSWHPEHU�����������WKH�&RPSDQ\�KDG���������LQ�FDVK�DQG�

���������LQ�EDQN�LQGHEWHGQHVV��ZKLFK�ZHUH�IORDWLQJ�UDWH�REOLJDWLRQV��$����LQFUHDVH�LQ�LQWHUHVW�UDWHV�GXULQJ�

WKH�UHSRUWLQJ�SHULRG�ZRXOG�GHFUHDVH�QHW�HDUQLQJV�DQG�HTXLW\�IRU�WKH�SHULRG�E\�DSSUR[LPDWHO\����������



%OX0HWULF�(QYLURQPHQWDO�,QF��
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
6HSWHPEHU����������

�H[SUHVVHG�LQ�&DQDGLDQ�GROODUV��

����

x )RUHLJQ�FXUUHQF\�ULVN�

&XUUHQF\�ULVN�LV�WKH�ULVN�WKH�IDLU�YDOXH�RU�IXWXUH�FDVK�IORZV�RI�D�ILQDQFLDO�LQVWUXPHQW�ZLOO�IOXFWXDWH�EHFDXVH�

RI�FKDQJHV�LQ�FXUUHQF\�H[FKDQJH�UDWHV��

7KH�&RPSDQ\�RSHUDWHV�LQWHUQDWLRQDOO\�DQG�LV�WKHUHIRUH�VXEMHFW�WR�IRUHLJQ�FXUUHQF\�ULVN�DV�IROORZV��

2017  2016 

CA 
$   

US 
$   

CA 
$   

US 
$ 

Cash -   -   516,910  394,076 
Accounts receivable 280,313  224,610  354,308  270,114 
Bank indebtedness 26,167  20,967  -   - 
Trade and other payables  2,346  1,880  250,262  190,792 

7KH�&RPSDQ\�LQFXUV�H[SHQVHV�DQG�HDUQV�UHYHQXHV�LQ�&DQDGLDQ�DQG�86�GROODUV��7R�GDWH�WKH�&RPSDQ\�KDV�QRW�

XVHG�IRUHLJQ�FXUUHQF\�IRUZDUG�FRQWUDFWV�RU�RWKHU�KHGJLQJ�VWUDWHJLHV�WR�PDQDJH�LWV�IRUHLJQ�FXUUHQF\�H[SRVXUH��

$�����VWUHQJWKHQLQJ�RI�WKH�86�GROODU�DJDLQVW�WKH�&DQDGLDQ�GROODU�ZRXOG�KDYH�LQFUHDVHG�WKH�QHW�HDUQLQJV�DQG�

LQFUHDVHG�HTXLW\�GXULQJ�WKH�UHSRUWLQJ�SHULRG�E\�DSSUR[LPDWHO\����������

�� &DSLWDO�PDQDJHPHQW�

7KH�&RPSDQ\¶V�REMHFWLYH�LV�WR�PDLQWDLQ�D�FDSLWDO�EDVH�VR�DV�WR�PDLQWDLQ�LQYHVWRU��FUHGLWRU�DQG�PDUNHW�

FRQILGHQFH�DQG�WR�VXVWDLQ�IXWXUH�GHYHORSPHQW�RI�WKH�EXVLQHVV��0DQDJHPHQW�GHILQHV�FDSLWDO�DV�FRPSULVLQJ�WKH�

&RPSDQ\¶V�WRWDO�VKDUHKROGHUV¶�HTXLW\��FUHGLW�IDFLOLWLHV��DGYDQFHV�DQG�ORQJ�WHUP�GHEW��,Q�RUGHU�WR�PDLQWDLQ�RU�

DGMXVW�LWV�FDSLWDO�VWUXFWXUH��WKH�&RPSDQ\�PD\�LVVXH�RU�UHSXUFKDVH�VKDUH�FDSLWDO��RU�REWDLQ�RU�UHGXFH�ORQJ�WHUP�

GHEW��7R�GDWH��QR�GLYLGHQGV�KDYH�EHHQ�SDLG�WR�WKH�&RPSDQ\¶V�VKDUHKROGHUV���

7KHUH�ZHUH�QR�FKDQJHV�LQ�WKH�&RPSDQ\¶V�DSSURDFK�WR�FDSLWDO�PDQDJHPHQW�GXULQJ�WKH�\HDU�HQGHG�

6HSWHPEHU������������������QR�FKDQJH���

�� 6XEVHTXHQW�HYHQWV�

2Q�2FWREHU�����������WKH�&RPSDQ\�FRQFOXGHG�D�GHEW�FRQYHUVLRQ�ZKHUHE\����������RI�FHUWDLQ�H[LVWLQJ�GHEW�ZDV�

FRQYHUWHG�LQWR���������FRPPRQ�VKDUHV�DW�DQ�DJUHHG�RQ�FRQYHUVLRQ�SULFH�RI�������SHU�VKDUH��7KH�VKDUH�SULFH�RQ�

2FWREHU����������ZDV�������SHU�VKDUH��UHVXOWLQJ�LQ�D�JDLQ�RQ�GHEW�FRQYHUVLRQ�RI����������7KHVH�FRPPRQ�VKDUHV�

DUH�VXEMHFW�WR�D�KROG�SHULRG�HQGLQJ�)HEUXDU\�����������




