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&217(176 
�ƌŽ��ŽƉƉĞƌ�Ăƚ�Ă�'ůĂŶĐĞ 

�Ǉ�ƚŚĞ�EƵŵďĞƌƐ 

ϮϬϭϳ�,ŝŐŚůŝŐŚƚƐ 

���ŽŵƉĂŶǇ�>ĞĂĚĞƌƐŚŝƉ 

>ĞƩĞƌ�&ƌŽŵ�ƚŚĞ��ŚĂŝƌŵĂŶ 

��K�ZĞǀŝĞǁ 

��ZĞƐĞƌǀĞƐ�ĂŶĚ�ZĞƐŽƵƌĐĞƐ 

��D�Θ� 

���ƵĚŝƚĞĚ�&ŝŶĂŶĐŝĂů�^ƚĂƚĞŵĞŶƚƐ 

Ϭϭ 

Ϭϯ 

Ϭϰ 

Ϭϱ 

Ϭϳ 

ϭϱ 

ϭϳ 

ϰϱ 

&UHDWLQJ�DQ�LQGXVWU\�OHDGHU�LQ�ORZ

ϭϯ 

��/ŵƉƌŽǀŝŶŐ�KƵƌ��ŽŵŵƵŶŝƟĞƐ ϭϭ 

&UHDWLQJ�DQ�LQGXVWU\�OHDGHU�LQ�ORZ-FRVW�SURGXFWLRQ�JURZWK 



�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϭ 

(52�&233(5�$7�$�*/$1&( 

s/^/KE�Θ��h>dhZ� 

KƵƌ� ǀŝƐŝŽŶ� ŝƐ� ƚŽ� ĐƌĞĂƚĞ� ƚŚĞ� ŝŶĚƵƐƚƌǇ͛Ɛ� ůĞĂĚŝŶŐ�
ŵŝĚ-ƟĞƌ�ĐŽƉƉĞƌ�ƉƌŽĚƵĐĞƌ͘ �KƵƌ�ŐŽĂů�ƚŽ�ĂĐŚŝĞǀĞ�

ƐƵƐƚĂŝŶĂďůĞ�ĂŶĚ�ŽƌŐĂŶŝĐ�ŐƌŽǁƚŚ�ŝƐ�ƵŶĚĞƌƉŝŶŶĞĚ�
ďǇ�ŽƵƌ�ĞīŽƌƚƐ�ƚŽ�ĐƌĞĂƚĞ�Ă�ƉƌŽĚƵĐƟǀĞ�ĂŶĚ�ƐĂĨĞ�

ǁŽƌŬŝŶŐ� ĞŶǀŝƌŽŶŵĞŶƚ� —� ƚŚĞ� ŚĂůůŵĂƌŬƐ� ŽĨ� Ă�

ƐƵĐĐĞƐƐĨƵů� ŽƌŐĂŶŝǌĂƟŽŶ͘� /Ŷ� ĂĚĚŝƟŽŶ͕� ǁĞ� ĂƌĞ�
ĨŽƐƚĞƌŝŶŐ� Ă� ĐƵůƚƵƌĞ� ĂŝŵĞĚ�Ăƚ� ƌĞĐŽŐŶŝǌŝŶŐ�ŚŝŐŚ-

ƉĞƌĨŽƌŵŝŶŐ� ŝŶĚŝǀŝĚƵĂůƐ� ĂŶĚ� ƚĞĂŵƐ� ǁŝƚŚŝŶ� ŽƵƌ�
ŽƌŐĂŶŝǌĂƟŽŶ͘� 

tKZ>���>�^^��^^�d^ 

>ŽĐĂƚĞĚ� ŝŶ� �ĂŚŝĂ� ^ƚĂƚĞ͕� �ƌĂǌŝů͕� ƚŚĞ� D�^��
DŝŶŝŶŐ� �ŽŵƉůĞǆ� ĐŽŶƐŝƐƚƐ� ŽĨ�ŵŝŶĞƌĂů� ůŝĐĞŶƐĞƐ�

ĞǆƚĞŶĚŝŶŐ� ŽǀĞƌ� ϭϬϬŬŵ� ŽĨ� ƚŚĞ� �ƵƌĂĕĄ� sĂůůĞǇ͘ �
KƵƌ�ƉƌŽĚƵĐŝŶŐ�ĂƐƐĞƚƐ�ƚĂŬĞ�ĂĚǀĂŶƚĂŐĞ�ŽĨ�ŚŝŐŚ-

ŐƌĂĚĞ� ŵŝŶĞƌĂůŝǌĂƟŽŶ� ƉƌĞƐĞŶƚ� ŝŶ� ŽƵƌ� ůĂŶĚ�

ƉĂĐŬĂŐĞ͕� ĂŶĚ� ƚŚĞ� ĞǆƚĞŶƚ� ŽĨ� ŽƵƌ� ŚŽůĚŝŶŐƐ�
ƉƌŽǀŝĚĞƐ� ƐŝŐŶŝĮĐĂŶƚ� ŽƉƉŽƌƚƵŶŝƚǇ� ĨŽƌ� ŽƌŐĂŶŝĐ�

ƉƌŽĚƵĐƟŽŶ� ŐƌŽǁƚŚ� ƉŽƚĞŶƟĂů� ƚŚƌŽƵŐŚ�
ĞǆƉůŽƌĂƟŽŶ�ĂŶĚ�ĚĞǀĞůŽƉŵĞŶƚ͘ 

W�Z� 

��,/� 

�ŽĂ��ƐƉĞƌĂŶĕĂ�WƌŽũĞĐƚ 

D�^��DŝŶŝŶŐ��ŽŵƉůĞǆ� 
;�ƵƌĂĕĄ�sĂůůĞǇͿ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϬϮ 

D�E�'�D�Ed�Θ�KW�Z�d/KE^� 

dŚĞ� D�^�� DŝŶŝŶŐ� �ŽŵƉůĞǆ� ŚĂƐ� ďĞĞŶ� ŝŶ�
ĐŽŶƟŶƵŽƵƐ� ŽƉĞƌĂƟŽŶ� ĨŽƌ� ϯϳн� ǇĞĂƌƐ͘� KƵƌ�

ŽƉĞƌĂƟŶŐ�ƚĞĂŵƐ�ŝŶ��ƌĂǌŝů�ŚĂǀĞ�ƵŶƌŝǀĂůĞĚ�ůŽĐĂů�
ŬŶŽǁůĞĚŐĞ� ŽĨ� ƚŚĞ� ĞǆƉůŽƌĂƟŽŶ͕� ŵŝŶŝŶŐ� ĂŶĚ�

ƉƌŽĐĞƐƐŝŶŐ� ĚǇŶĂŵŝĐƐ� ŽĨ� ƚŚĞ� �ƵƌĂĕĄ� sĂůůĞǇ͘ �

KƵƌ�ƉĞŽƉůĞ�ĂƌĞ�ƚŚĞ��ŵŽƐƚ�ǀĂůƵĞĚ�ĂƐƐĞƚ�ŽĨ�ƚŚĞ�
�ŽŵƉĂŶǇ͘ � 

KZ'�E/��'ZKtd,� 

KƵƌ�ĐŽƌĞ�ĂƐƐĞƚƐ�ŝŶ��ĂŚŝĂ�^ƚĂƚĞ�ŝŶĐůƵĚĞ�ϭϭϬ͕ϬϬϬн�
ŚĞĐƚĂƌĞƐ� ŽĨ� ĐŽŶĐĞƐƐŝŽŶƐ� ŝŶ� ƚŚĞ� �ƵƌĂĕĄ� sĂůůĞǇ͘ �

�ƌŽ� ŝƐ�ƵŶŝƋƵĞůǇ�ƉŽƐŝƟŽŶĞĚ� ƚŽ� ĐĂƉŝƚĂůŝǌĞ�ŽŶ� ƚŚŝƐ�
ůĂŶĚ� ƉĂĐŬĂŐĞ� ƚŚƌŽƵŐŚ� ĂŐŐƌĞƐƐŝǀĞ� ĞǆƉůŽƌĂƟŽŶ��

ĂŶĚ� ŵŝŶĞ� ĚĞǀĞůŽƉŵĞŶƚ� ŝŶŝƟĂƟǀĞƐ͘� /Ŷ� ϮϬϭϴ͕�

h^ΨϮϬ� ŵŝůůŝŽŶ� ǁŝůů� ďĞ� ƐƉĞŶƚ� ŽŶ� ĞǆƉůŽƌĂƟŽŶ�
ƉƌŽŐƌĂŵƐ� ŝŶĐůƵĚŝŶŐ� ĂƉƉƌŽǆŝŵĂƚĞůǇ� ϴϲ͕ϬϬϬ�

ŵĞƚĞƌƐ�ŽĨ�ĞǆƉůŽƌĂƟŽŶ�ĚƌŝůůŝŶŐ�ĂŶĚ�Ă�Ϯϰ͕ϬϬϬ�ůŝŶĞ-
ŬŝůŽŵĞƚĞƌ�ŐĞŽƉŚǇƐŝĐĂů�ƐƵƌǀĞǇ͘  

�Z��/> 



%<�7+(�180%(56 

����<($56 
ŽĨ�ŽƉĞƌĂƟŽŶƐ�ŝŶ�ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ 

�������3(23/(� 
ĞŵƉůŽǇĞĞƐ�ĂŶĚ�ƚŚŝƌĚ-ƉĂƌƚǇ�ĐŽŶƚƌĂĐƚŽƌƐ 

���������+(&7$5(6 
ĐŽŶĐĞƐƐŝŽŶƐ�ǁŝƚŚŝŶ�ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ� 

����0,//,21�7211(6 
ƉƌŽĐĞƐƐŝŶŐ�ĐĂƉĂĐŝƚǇ�ƉĞƌ�ĂŶŶƵŵ 

����0,//,21�7211(6� 
ŵŝŶĞƌĂů�ƌĞƐĞƌǀĞƐ�Ăƚ�Ϯ͘ϱϬй��Ƶ 

���(;3/25$7,21�5,*6 
ĐƵƌƌĞŶƚůǇ�ĚƌŝůůŝŶŐ�ŽŶ�ƐŝƚĞ 

�������0(7(56 
ŽĨ�ĞǆƉůŽƌĂƟŽŶ�ĚƌŝůůŝŶŐ�ƉůĂŶŶĞĚ�ĨŽƌ�ϮϬϭϴ 

�������/,1(-.,/20(7(56 
ƉůĂŶŶĞĚ�ŐĞŽƉŚǇƐŝĐĂů�ƐƵƌǀĞǇ�ŝŶ�ϮϬϭϴ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϯ 

�����+,*+/,*+76 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϰ 

ϴϲ͘ϴй 
�ǀĞƌĂŐĞ�ŵĞƚĂůůƵƌŐŝĐĂů�
ƌĞĐŽǀĞƌǇ 

Ψϭ͘ϰϱͬůď 
�ϭ��ĂƐŚ��ŽƐƚƐ 

ϭ͘ϯϭй��Ƶ 
�ǀĞƌĂŐĞ�ŵŝůů�
ŚĞĂĚ�ŐƌĂĚĞ 

ϭ͘ϴ�D/>>/KE�dKEE�^ 
KƌĞ�ƉƌŽĐĞƐƐĞĚ�Ăƚ�ƚŚĞ��ĂƌĂŝďĂ�Dŝůů 

ϭ͕ϳϭϳ�D�d�Z^ 
dŽƚĂů�ĐŽŵƉůĞƚĞĚ�ĚĞǀĞůŽƉŵĞŶƚ�Ăƚ�
ŶĞǁ�sĞƌŵĞůŚŽƐ�ŵŝŶĞ 

ϮϬ͕ϭϯϯ�dKEE�^� 
�ŽƉƉĞƌ�WƌŽĚƵĐĞĚ�ŝŶ��ŽŶĐĞŶƚƌĂƚĞ� 

����D��Z 
�ŽŵƉůĞƚĞĚ�h^ΨϮϱ͘ϲ�ŵŝůůŝŽŶ�
ƌĞĚƵĐƟŽŶ�ŝŶ�ƚŽƚĂů�ĐŽŶƐŽůŝĚĂƚĞĚ�ĚĞďƚ 

K�dK��Z 
�ŽŵƉůĞƚĞĚ�ŝŶŝƟĂů�ƉƵďůŝĐ�ŽīĞƌŝŶŐ�
ŽŶ�dŽƌŽŶƚŽ�^ƚŽĐŬ��ǆĐŚĂŶŐĞ D�z 

�ŽŵŵĞŶĐĞĚ�ĚĞǀĞůŽƉŵĞŶƚ�ĂĐƟǀŝƚǇ�Ăƚ�
ƚŚĞ�ŶĞǁ�sĞƌŵĞůŚŽƐ�ŵŝŶĞ 

&��Zh�Zz 
&Ƶůů�ƌĞƐƚĂƌƚ�ŽĨ�ŵŝŶŝŶŐ�ĂŶĚ�ƉƌŽĐĞƐƐŝŶŐ�ŽƉĞƌĂƟŽŶƐ�Ăƚ�WŝůĂƌ 



/(77(5�)520�7+(�&+$,50$1 

���Z�^,�Z�,K>��Z^͕ 

tĞ�ĂƌĞ�ĚĞůŝŐŚƚĞĚ�ǁŝƚŚ�ƚŚĞ��ŽŵƉĂŶǇ͛Ɛ�ƉĞƌĨŽƌŵĂŶĐĞ�ĚƵƌŝŶŐ�ϮϬϭϳ�ĂŶĚ�
ƚŚĞ�ŽƵƚůŽŽŬ� ĨŽƌ�ŽƵƌ�ďƵƐŝŶĞƐƐ�ŐŽŝŶŐ� ĨŽƌǁĂƌĚ͘� &ƌŽŵ� ƚŚĞ�ĂĐƋƵŝƐŝƟŽŶ�ŽĨ�
DŝŶĞƌĂĕĆŽ��ĂƌĂşďĂ�^͘�͘� ŝŶ��ĞĐĞŵďĞƌ�ϮϬϭϲ͕� ƚŚĞ�ƌĞƐƚĂƌƚ�ŽĨ�ŽƉĞƌĂƟŽŶƐ�
ŝŶ� &ĞďƌƵĂƌǇ� ϮϬϭϳ� ƚŚƌŽƵŐŚ� ƚŚĞ� �ŽŵƉĂŶǇ͛Ɛ� ƐƵĐĐĞƐƐĨƵů� ůŝƐƟŶŐ� ŽŶ� ƚŚĞ�
dŽƌŽŶƚŽ�^ƚŽĐŬ��ǆĐŚĂŶŐĞ�ŝŶ�KĐƚŽďĞƌ�ĂŶĚ�ĚĞďƚ�ƌĞƉƵƌĐŚĂƐĞ�ŝŶ��ĞĐĞŵďĞƌ͕ �
ϮϬϭϳ�ǁĂƐ�Ă�ƐŝŐŶĮĐĂŶƚ�ĂŶĚ�ŚŝŐŚůǇ�ƚƌĂŶƐĨŽƌŵĂƟǀĞ�ǇĞĂƌ�ĂŶĚ�/�ǁŽƵůĚ�ůŝŬĞ�
ƚŽ�ƚŚĂŶŬ�ǇŽƵ�ĨŽƌ�ǇŽƵƌ�ƐƵƉƉŽƌƚ�ŝŶ�ĂĐŚŝĞǀŝŶŐ�ƚŚĞƐĞ�ŵŝůĞƐƚŽŶĞƐ͘ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϱ 

KŶ� ƚŚĞ� ĞǆƉůŽƌĂƟŽŶ� ĨƌŽŶƚ͕� ǁĞ� ĐŽŶƟŶƵĞ� ƚŽ� ŝŶƚĞƌĐĞƉƚ�
ĞǆĐĞƉƟŽŶĂů� ĐŽƉƉĞƌ� ŐƌĂĚĞƐ� Ăƚ� ƐĞǀĞƌĂů� ŶĞĂƌ-ŵŝŶĞ� ĞǆƉĂŶƐŝŽŶ�
ƚĂƌŐĞƚƐ͘� /� Ăŵ� ƉůĞĂƐĞĚ� ƚŽ� ƐĂǇ� ƚŚĂƚ� ǁŚŝůĞ� ŽƵƌ� ĞǆƉůŽƌĂƟŽŶ�
ƉƌŽŐƌĂŵƐ�ƵŶĚĞƌƚĂŬĞŶ�ƚŽ�ĚĂƚĞ�ŚĂǀĞ�ǇŝĞůĚĞĚ�ƉƌŽŵŝƐŝŶŐ�ƌĞƐƵůƚƐ͕�
ǁĞ�ďĞůŝĞǀĞ�ǁĞ�ĂƌĞ� ũƵƐƚ� ƐĐƌĂƚĐŚŝŶŐ� ƚŚĞ� ƐƵƌĨĂĐĞ�ŽĨ� ƚŚĞ��ƵƌĂಮĄ�
sĂůůĞǇ͛Ɛ�ƉŽƚĞŶƟĂů͘� 

�ƌŽ� ŚĂƐ� ďĞĞŶ� ĂŶ� ĞǆƚƌĂŽƌĚŝŶĂƌǇ� ƐƵĐĐĞƐƐ� ƐƚŽƌǇ� ƐŽ� ĨĂƌ� ĂŶĚ�ǁĞ�
ǁŝůů� ĐŽŶƟŶƵĞ� ƚŽ� ǁŽƌŬ� ƚŽǁĂƌĚƐ� ŽƵƌ� ŐŽĂů� ŽĨ� ďĞĐŽŵŝŶŐ� ƚŚĞ�
ŝŶĚƵƐƚƌǇ͛Ɛ�ůĞĂĚŝŶŐ�ŵŝĚ-ƟĞƌ�ĐŽƉƉĞƌ�ƉƌŽĚƵĐĞƌ͘�KƵƌ�ĞŶƟƌĞ�ƚĞĂŵ�
ŝƐ� ǁŽƌŬŝŶŐ� ĚŝůŝŐĞŶƚůǇ� ƚŽ� ĞŶƐƵƌĞ� ƚŚĂƚ� ŽƵƌ� �ŽŵƉĂŶǇ� ǁŝůů�
ĐŽŶƟŶƵĞ� ƚŽ� ĂĐŚŝĞǀĞ� ĞǀĞŶ� ŐƌĞĂƚĞƌ� ƐƵĐĐĞƐƐĞƐ� ŝŶ� ƚŚĞ� ŵŽŶƚŚƐ�
ĂŶĚ�ǇĞĂƌƐ�ĂŚĞĂĚ͘ 

 

EŽĞů��ƵŶŶ 

�ǆĞĐƵƟǀĞ��ŚĂŝƌŵĂŶ 

DĂǇ�ϳ͕�ϮϬϭϴ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϲ 

�Ɛ�ǁĞ�ůŽŽŬ�ďĂĐŬ�ŽŶ�ϮϬϭϳ͕�ŝƚ�ŝƐ�ǁŽƌƚŚ�ŶŽƟŶŐ�ƚŚĂƚ�ŵƵĐŚ�ŽĨ�ƚŚĞ�
ƚƌĂŶƐĨŽƌŵĂƟŽŶ�ĂŶĚ�ƐƵĐĐĞƐƐ�ĂĐŚŝĞǀĞĚ�ŝƐ�Ă�ĚŝƌĞĐƚ�ƌĞƐƵůƚ�ŽĨ�ƚŚĞ�
ŝŶŐĞŶƵŝƚǇ͕�ŚĂƌĚ�ǁŽƌŬ�ĂŶĚ�ĐŽŵŵŝƚŵĞŶƚ�ƚŽ�Ă�ƐŚĂƌĞĚ�ǀŝƐŝŽŶ�ŽĨ�
D�^�� ŚĞůĚ� ďǇ� ŽƵƌ� �ƌĂǌŝůŝĂŶ� ŵĂŶĂŐĞŵĞŶƚ� ƚĞĂŵ� ĂŶĚ� ůŽĐĂů�
ŽƉĞƌĂƟŶŐ�ƉĂƌƚŶĞƌƐ͘� /�Ăŵ�ĞǆƚƌĞŵĞůǇ�ƉƌŽƵĚ�ŽĨ�ǁŚĂƚ�Ăůů�ŽĨ�ŽƵƌ�
ĞŵƉůŽǇĞĞƐ�ŚĂǀĞ�ĂĐŚŝĞǀĞĚ�ƚŽŐĞƚŚĞƌ�ŽǀĞƌ�ƚŚĞ�ůĂƐƚ�ϭϲ�ŵŽŶƚŚƐ͘� 

tĞ�ďĞŐĂŶ�ĚĞǀĞůŽƉŝŶŐ�ŽƵƌ�ŶĞǁĞƐƚ�ŵŝŶĞ͕�sĞƌŵĞůŚŽƐ͕� ŝŶ�DĂǇ�
ŽĨ�ϮϬϭϳ͘�^ŝŶĐĞ�ƚŚĞ�ĮƌƐƚ�ďůĂƐƚ͕�ƵŶĚĞƌŐƌŽƵŶĚ�ĚĞǀĞůŽƉŵĞŶƚ�ŚĂƐ�
ƉƌŽŐƌĞƐƐĞĚ�ǁĞůů� ĂŚĞĂĚ�ŽĨ� ƐĐŚĞĚƵůĞ͕� ĂŶĚ�ǁĞ�ĂƌĞ�ŽŶ� ƚƌĂĐŬ� ƚŽ�
ƌĞĂĐŚ� ĮƌƐƚ� ƉƌŽĚƵĐƟŽŶ� ĨƌŽŵ� ƵŶĚĞƌŐƌŽƵŶĚ� ŽƉĞƌĂƟŽŶƐ� ĚƵƌŝŶŐ�
ƚŚĞ� ĨŽƵƌƚŚ� ƋƵĂƌƚĞƌ� ŽĨ� ϮϬϭϴ͕� Ă� ĨƵůů� ƋƵĂƌƚĞƌ� ŝŶ� ĂĚǀĂŶĐĞ� ŽĨ�
ƉƌĞǀŝŽƵƐ�ƉůĂŶƐ͘� 

�Ɛ�ǁĞ�ŵŽǀĞ�ŝŶƚŽ�ϮϬϭϴ͕�ǁĞ�ĂƌĞ�ƚƵƌŶŝŶŐ�ŽƵƌ�ĂƩĞŶƟŽŶ�ƚŽǁĂƌĚƐ�
ƐƚĂďŝůŝǌŝŶŐ� ŽƉĞƌĂƟŽŶƐ� ĂŶĚ� ŐƌŽǁŝŶŐ� ƚŚĞ� ĐŽŵƉĂŶǇ� ƚŚƌŽƵŐŚ�
ĐŽŶƟŶƵĞĚ�ŶĞǁ�ŵŝŶĞ�ĚĞǀĞůŽƉŵĞŶƚ�ĂŶĚ�ĂŐŐƌĞƐŝǀĞ�ĞǆƉůŽƌĂƟŽŶ͘�
tŝƚŚ�ŽǀĞƌ�h^ΨϮϬ�ŵŝůůŝŽŶ�ĂůůŽĐĂƚĞĚ� ĨŽƌ�ĞǆƉůŽƌĂƟŽŶ� ƚŚŝƐ�ǇĞĂƌ͕�
ǁĞ�ĂƌĞ�ĨŽĐƵƐĞĚ�ŽŶ�ŝŶĐƌĞĂƐŝŶŐ�ŵŝŶĞƌĂů�ƌĞƐĞƌǀĞƐ�ĂŶĚ�ƌĞƐŽƵƌĐĞƐ�
ĂŶĚ�ŝŶ-ƚƵƌŶ͕�ĞǆƚĞŶĚŝŶŐ�ŵŝŶĞ�ůŝĨĞ͘� 

 



&(2�5(9,(: 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϳ 

���Z�^,�Z�,K>��Z^ 

ϮϬϭϳ�ǁĂƐ�Ă�ƌĞŵĂƌŬĂďůĞ�ǇĞĂƌ�ĨŽƌ�ǇŽƵƌ��ŽŵƉĂŶǇ͘�tŝƚŚ�ŵĂŶǇ�ĐŽƌƉŽƌĂƚĞ�ŽďũĞĐƟǀĞƐ�
ĂĐŚŝĞǀĞĚ� ŝŶ� ƌĞƐƚĂƌƟŶŐ� ŽƉĞƌĂƟŽŶƐ� Ăƚ� D�^�͕� ĐŽŵƉůĞƟŶŐ� ƚŚĞ� ƐƵĐĐĞƐƐĨƵů� ŝŶŝƟĂů�
ƉƵďůŝĐ� ŽīĞƌŝŶŐ� ŽĨ� ƚŚĞ� ĐŽŵƉĂŶǇ͕� ĂŶĚ� ŝŶŝƟĂƟŶŐ� ƚŚĞ� ĐŽŶƐƚƌƵĐƟŽŶ� ŽĨ� ŽƵƌ� ŶĞǁ�
sĞƌŵĞůŚŽƐ�ŵŝŶĞ͕�ǁĞ�ĂƌĞ�ƚƌĂŶƐŝƟŽŶŝŶŐ�ŽƵƌ�ĨŽĐƵƐ�ƚŽ�ĞǆĞĐƵƚĞ�ŽŶ�ŽƵƌ�ďƵƐŝŶĞƐƐ�ƉůĂŶ�
ĂŶĚ� ĞǆƉůŽƌĂƟŽŶ� ŝŶŝƟĂƟǀĞƐ� ƚŽ� ĞǆƚĞŶĚ� ƚŚĞ� ŽƉĞƌĂƟŽŶ͛Ɛ� ůŝĨĞ� ĂŶĚ� ŝŶĐƌĞĂƐĞ� ĐŽƉƉĞƌ�
ƉƌŽĚƵĐƟŽŶ͘�KƵƌ�ŽŶŐŽŝŶŐ�ƐƵĐĐĞƐƐ�ŝƐ�ĂƩƌŝďƵƚĂďůĞ�ƚŽ�ƚŚĞ�ƋƵĂůŝƚǇ�ŽĨ�ŽƵƌ�ĂƐƐĞƚƐ�ĂŶĚ��
Ă� ƚƌƵůǇ� ƉĂƐƐŝŽŶĂƚĞ͕� ǁŽƌůĚ� ĐůĂƐƐ� ŽƉĞƌĂƟŶŐ� ƚĞĂŵ͘� /� Ăŵ� ĐŽŶĮĚĞŶƚ� ƚŚĂƚ� ƚŚĞ�
ĐŽŵďŝŶĂƟŽŶ�ŽĨ�ƚŚĞƐĞ�ƚǁŽ�ĨĂĐƚŽƌƐ�ǁŝůů�ĞŶĂďůĞ�ƵƐ�ƚŽ�ĐŽŶƟŶƵĞ�ƚŽ�ĐƌĞĂƚĞ�ĂŶĚ�ŐƌŽǁ�
ƐŚĂƌĞŚŽůĚĞƌ�ǀĂůƵĞ͘� 

KW�Z�d/KE^ 

&ŽůůŽǁŝŶŐ�ĨƵůů�ƌĞƐƚĂƌƚ�ŽĨ�ŵŝŶŝŶŐ�ĂŶĚ�ƉƌŽĐĞƐƐŝŶŐ�ŽƉĞƌĂƟŽŶƐ͕�ŽƵƌ�
ĂƐƐĞƚƐ� ƉĞƌĨŽƌŵĞĚ� ƌĞŵĂƌŬĂďůǇ� ǁĞůů͘� dŽƚĂů� ĐŽƉƉĞƌ� ƉƌŽĚƵĐƟŽŶ�
ĨŽƌ�ƚŚĞ�ǇĞĂƌ�ƚŽƚĂůĞĚ�ϮϬ͕ϭϯϯ�ƚŽŶŶĞƐ�ŽĨ�ĐŽƉƉĞƌ�ŝŶ�ĐŽŶĐĞŶƚƌĂƚĞ�Ăƚ�
ĂǀĞƌĂŐĞ� �ϭ� �ĂƐŚ� �ŽƐƚƐ� ŽĨ� h^Ψϭ͘ϰϱ� ƉĞƌ� ƉŽƵŶĚ� ŽĨ� ĐŽƉƉĞƌ͘�
WƌŽĚƵĐƟŽŶ�ĞǆĐĞĞĚĞĚ�ŽƵƌ�ĨŽƌĞĐĂƐƚ�ďǇ�ϭ͕ϭϬϬ�ƚŽŶŶĞƐ�ŽĨ�ĐŽƉƉĞƌ͘ 

�ƵƌŝŶŐ� ϮϬϭϴ� ǁĞ� ĂŶƟĐŝƉĂƚĞ� ŽƵƌ� ŽƉĞƌĂƟŽŶƐ� ǁŝůů� ƉƌŽĚƵĐĞ�
ďĞƚǁĞĞŶ�Ϯϱ͕ϱϬϬ�ĂŶĚ�Ϯϳ͕ϱϬϬ� ƚŽŶŶĞƐ�ŽĨ�ĐŽƉƉĞƌ� ŝŶ�ĐŽŶĐĞŶƚƌĂƚĞ�
Ăƚ��ϭ��ĂƐŚ��ŽƐƚƐ�ŽĨ�h^Ψϭ͘ϯϬ�ƚŽ�h^Ψϭ͘ϰϬ�ƉĞƌ�ƉŽƵŶĚ�ŽĨ�ĐŽƉƉĞƌ͘�
KƵƌ� ŐƵŝĚĂŶĐĞ� ĨŽƌ� ϮϬϭϴ� ƌĞŇĞĐƚƐ� ƐĞǀĞƌĂů� ŽƉƟŵŝǌĂƟŽŶ� ƉƌŽũĞĐƚƐ�
ƌĞĂůŝǌĞĚ� ĚƵƌŝŶŐ� ϮϬϭϳ͕� ŝŶĐůƵĚŝŶŐ� ƚŚĞ� ƐƵƐƚĂŝŶĞĚ� ĂĐĐĞůĞƌĂƟŽŶ� ŽĨ�
ƵŶĚĞƌŐƌŽƵŶĚ�ĚĞǀĞůŽƉŵĞŶƚ�Ăƚ�ƚŚĞ�sĞƌŵĞůŚŽƐ�DŝŶĞ͘ 

&/E�E�/E'^�Θ�/DWZKs/E'���>�E���^,��d 

&ŽůůŽǁŝŶŐ� ƚŚĞ� ĮŶĂŶĐŝŶŐ� ĂŶĚ� ĐŽŵƉůĞƟŽŶ� ŽĨ� ƚŚĞ� D�^��
ĂĐƋƵŝƐŝƟŽŶ� ŝŶ� �ĞĐĞŵďĞƌ� ŽĨ� ϮϬϭϲ͕� ŽƵƌ� ƚĞĂŵ� ŚĂƐ� ƐƵĐĐĞƐƐĨƵůůǇ�
ŐƵŝĚĞĚ� ƚŚĞ��ŽŵƉĂŶǇ� ƚŚƌŽƵŐŚ�Ă� ƐĂĨĞ͕� ĂŶĚ�ĞĸĐŝĞŶƚ͕� ƌĞƐƚĂƌƚ� ŽĨ�
ŽƉĞƌĂƟŽŶƐ�ĂŶĚ�ĂŶ�ĂĐĐĞůĞƌĂƟŽŶ�ŽĨ�ŶĞǁ�ŵŝŶĞ�ĚĞǀĞůŽƉŵĞŶƚ�ĂŶĚ�
ĞǆƉůŽƌĂƟŽŶ� ĂĐƟǀŝƟĞƐ͘� /Ŷ� ƐƵƉƉŽƌƚ� ŽĨ� ƚŚĞƐĞ� ƉƌŽŐƌĂŵƐ͕� ǁĞ�
ĐŽŵƉůĞƚĞĚ�ĂŶ�ŝŶŝƟĂů�ƉƵďůŝĐ�ŽīĞƌŝŶŐ�ĚƵƌŝŶŐ�ƚŚĞ�ĨĂůů�ŽĨ�ϮϬϭϳ͘�KŶ�
KĐƚŽďĞƌ� ϭϵƚŚ͕� ƚŚĞ� �ŽŵƉĂŶǇ� ĐŽŵŵĞŶĐĞĚ� ƚƌĂĚŝŶŐ� ŽŶ� ƚŚĞ�
dŽƌŽŶƚŽ�^ƚŽĐŬ��ǆĐŚĂŶŐĞ�ƵŶĚĞƌ�ƚŚĞ�ƟĐŬĞƌ�͞�ZK͕͟�ŝƐƐƵŝŶŐ�Ă�ƚŽƚĂů�
ŽĨ� ϭϯ͘ϱ�ŵŝůůŝŽŶ� ƐŚĂƌĞƐ� ĨŽƌ� ƚŽƚĂů� ŽĨ� h^ΨϱϬ͘ϵ� ŵŝůůŝŽŶ͕� ŝŶĐůƵĚŝŶŐ�
ƚŚĞ�ŽǀĞƌ-ĂůůŽƚŵĞŶƚ�ŽƉƟŽŶ�;ƉƌŽĐĞĞĚƐ�ǁĞƌĞ�ƐƵďũĞĐƚ�ƚŽ�Ă�ϲй�ĨĞĞ�
ƉĂǇĂďůĞ�ƚŽ�ƚŚĞ�ƵŶĚĞƌǁƌŝƚĞƌƐͿ͘� 

&ŽůůŽǁŝŶŐ�ƚŚĞ�ŽīĞƌŝŶŐ͕� ŝŶ��ĞĐĞŵďĞƌ�ϮϬϭϳ�ǁĞ�ƉƵƌĐŚĂƐĞĚ͕�Ăƚ�Ă�
ĚŝƐĐŽƵŶƚ͕� ƐĞŶŝŽƌ� ƐĞĐƵƌĞĚ�ŶŽƚĞƐ�ŽĨ�D�^��ǁŝƚŚ� Ă� ĨĂĐĞ� ǀĂůƵĞ�ŽĨ�
h^Ψϳϱ͘ϲ� ŵŝůůŝŽŶ͕� ĮŶĂŶĐĞĚ� ƚŚƌŽƵŐŚ� Ă� h^ΨϱϬ͘Ϭ� ŵŝůůŝŽŶ� ƐĞŶŝŽƌ�
ƐĞĐƵƌĞĚ� ŶŽŶ-ƌĞǀŽůǀŝŶŐ� ĐƌĞĚŝƚ� ĨĂĐŝůŝƚǇ� ǁŝƚŚ� ƚŚĞ� �ĂŶŬ� ŽĨ� EŽǀĂ�
^ĐŽƟĂ͘� dŚŝƐ� ƌĞƐƵůƚĞĚ� ŝŶ� Ă� h^ΨϮϱ͘ϲ� ŵŝůůŝŽŶ� ƌĞĚƵĐƟŽŶ� ŝŶ� ƚŽƚĂů�
ĐŽŶƐŽůŝĚĂƚĞĚ�ĚĞďƚ�ŽĨ�ƚŚĞ��ŽŵƉĂŶǇ͘� 

tĞ� ĞŶĚĞĚ� ƚŚĞ� ǇĞĂƌ͕� ĂƐ� Ă� ƌĞƐƵůƚ� ŽĨ� ŽƵƌ� ĐŽƌƉŽƌĂƚĞ� ŝŶŝƟĂƟǀĞƐ͕�
ǁŝƚŚ� Ă� ƐŝŐŶŝĮĐĂŶƚůǇ� ŝŵƉƌŽǀĞĚ� ŶĞƚ� ĚĞďƚ� ƉŽƐŝƟŽŶ� ŽĨ� h^Ψϴϱ͘ϵ�
ŵŝůůŝŽŶ͘ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϴ 

^�&�dz�Θ��Es/ZKED�Ed 

^ĂĨĞƚǇ� ŝƐ� ŽƵƌ� ĐŽƌĞ� ǀĂůƵĞ͘� �tĞ� ŚĂǀĞ� ŝŵƉůĞŵĞŶƚĞĚ� ĂŶĚ� ŐƌŽǁŶ�
ŽƵƌ� ƉƌŽŐƌĂŵƐ� ĂŝŵĞĚ� Ăƚ� ƌŝƐŬ� ŵŝƟŐĂƟŽŶ͕� ƌŝƐŬ� ĂƐƐĞƐƐŵĞŶƚ� ĂŶĚ�
ŝŶĐƌĞĂƐĞĚ�ŽƵƌ�ĐŽŵŵŝƚŵĞŶƚ�ƚŽ�ƌŽƵƟŶĞ�ŝŶƚĞƌŶĂů�ĂƵĚŝƚ�ƉƌŽŐƌĂŵƐ͘ 

�ƵƌŝŶŐ� ϮϬϭϳ� ǁĞ� ŚĂĚ� Ă� ƚŽƚĂů� ŽĨ� ĮǀĞ� ůŽƐƚ� ƟŵĞ� ŝŶũƵƌŝĞƐ� Ăƚ� ŽƵƌ�
ŽƉĞƌĂƟŽŶƐ� ĂŶĚ� Ă� ůŽƐƚ� ƟŵĞ� ŝŶũƵƌǇ� ĨƌĞƋƵĞŶĐǇ� ƌĂƚĞ� ŽĨ� ϭ͘ϱϲ� ĨŽƌ�
ƚŚĞ�ĨƵůů�ǇĞĂƌ͘�tĞ�ĂƌĞ�ĐŽŵŵŝƩĞĚ�ƚŽ�ŽƵƌ�ŐŽĂů�ŽĨ�ǌĞƌŽ� ůŽƐƚ�ƟŵĞ�
ŝŶũƵƌŝĞƐ� ĂŶĚ� ĂƌĞ� ǁŽƌŬŝŶŐ� ŽŶ� ƐĞǀĞƌĂů� ĂĚĚŝƟŽŶĂů� ŝŶŝƟĂƟǀĞƐ� ƚŽ�
ĞīĞĐƚ�ƚŚŝƐ�ǀŝƐŝŽŶ͘ 

�Ɛ� ŝƚ� ƌĞůĂƚĞƐ� ƚŽ� ƚŚĞ� ĞŶǀŝƌŽŶŵĞŶƚ͕� ǁĞ� ĂƌĞ� ĐŽŵŵŝƩĞĚ� ƚŽ�
ŵĂŝŶƚĂŝŶŝŶŐ�ŽƵƌ�ŽƵƚƐƚĂŶĚŝŶŐ�ĞŶǀŝƌŽŶŵĞŶƚĂů�ƚƌĂĐŬ�ƌĞĐŽƌĚ͘�dŚŝƐ�
ŝŶĐůƵĚĞƐ�ƵƐŝŶŐ�ĐůĞĂŶ�ŚǇĚƌŽĞůĞĐƚƌŝĐ�ƉŽǁĞƌ͕�ĂƐ�ǁĞůů�ĂƐ�ŝŶŝƟĂƟǀĞƐ�
ĂŝŵĞĚ� Ăƚ� ƌĞĚƵĐŝŶŐ� ĨƌĞƐŚ� ǁĂƚĞƌ� ĐŽŶƐƵŵƉƟŽŶ� ƚŚƌŽƵŐŚ� ŶĞǁ�
ǁĂǇƐ�ŽĨ� ƌĞĐǇĐůŝŶŐ�ŵŽƌĞ�ǁĂƚĞƌ�ŽŶ�ƐŝƚĞ͘�KƵƌ�ŽƉĞƌĂƟŽŶƐ�ƐƚƌĞƚĐŚ�
ŽǀĞƌ�ϭϬϬ�ŬŝůŽŵĞƚĞƌƐ� ŝŶ� ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ� ƐŽ�ǁĞ�ǁŝůů� ĐŽŶƟŶƵĞ�
ƚŽ� ŝŶǀĞƐƚ� ŝŶ� ĐŽŶƟŶƵŽƵƐ� ƌĞĐůĂŵĂƟŽŶ� ƉƌŽŐƌĂŵƐ͘� dŚĞƐĞ�
ƉƌŽŐƌĂŵƐ� ĂƌĞ� ĂŝŵĞĚ� Ăƚ� ŵŝŶŝŵŝǌŝŶŐ� ŽƵƌ� ŝŵƉĂĐƚ� ƚŽ� ƚŚĞ�
ĞŶǀŝƌŽŶŵĞŶƚ� ĂŶĚ� ŽƵƌ� ůŽĐĂů� ĐŽŵŵƵŶŝƟĞƐ� ĂŶĚ� ŝŶĐůƵĚĞ�
ĐŽŶƟŶƵĞĚ�ŵŽŶŝƚŽƌŝŶŐ�ŽĨ�ĨƵŐŝƟǀĞ�ƉĂƌƟĐƵůĂƚĞƐ͕�ǁĂƚĞƌ�ĚŝƐĐŚĂƌŐĞ͕�
ĂŶĚ�ŶŽŝƐĞ�ƉŽůůƵƟŽŶ͘ 

^ĂĨĞƚǇ�ŝƐ��ƌŽ͛Ɛ�ĐŽƌĞ�ǀĂůƵĞ͙�KƵƌ�ŐŽĂů�ŝƐ�ǌĞƌŽ�ůŽƐƚ�ƟŵĞ�ŝŶũƵƌŝĞƐ 



&(2�5(9,(:�&217,18(' 

�h/>�/E'�d,��E�yd�D/�-d/�Z��KWW�Z�WZK�h��Z 

tĞ�ďĞůŝĞǀĞ� ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ� ŝƐ�ŽŶĞ�ŽĨ� ƚŚĞ�ǁŽƌůĚ͛Ɛ� ůĂƐƚ� ůĂƌŐĞ͕�ƵŶĚĞƌĞǆƉůŽƌĞĚ͕�ĐŽƉƉĞƌ�
ŵŝŶĞƌĂů�ĚŝƐƚƌŝĐƚƐ�ŽǁŶĞĚ�ďǇ�Ă�ƐŝŶŐůĞ�ĐŽŵƉĂŶǇ͘�KƵƌ�ŽƉĞƌĂƟŽŶƐ�ĂŶĚ�ůĂŶĚ�ŚŽůĚŝŶŐƐ�ƐƚƌĞƚĐŚ�
ŽǀĞƌ�ϭϬϬŬŵ�ĨƌŽŵ�ƚŚĞ��ĂƌĂŝďĂ�Dŝůů�ĂŶĚ�WŝůĂƌ�DŝŶĞ�ŝŶ�ƚŚĞ�^ŽƵƚŚ͕�ƚŽ�ŽƵƌ�ŶĞǁ�sĞƌŵĞůŚŽƐ�
DŝŶĞ� ŝŶ� ƚŚĞ�EŽƌƚŚ͘�KƵƌ� ŝŶƐƚĂůůĞĚ� ŝŶĨƌĂƐƚƌƵĐƚƵƌĞ� ĂŶĚ� ĂŐŐƌĞƐƐŝǀĞ� ĞǆƉůŽƌĂƟŽŶ�ƉƌŽŐƌĂŵƐ�
ƚŚƌŽƵŐŚŽƵƚ�ƚŚĞ�ƌĞŐŝŽŶ�ŚĂǀĞ�ƵŶŝƋƵĞůǇ�ƉŽƐŝƟŽŶĞĚ�ƚŚĞ��ŽŵƉĂŶǇ�ƚŽ�ƵŶůŽĐŬ�ƚŚĞ�ƉŽƚĞŶƟĂů�
ŽĨ�ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ�ĨŽƌ�ŽƵƌ�ƐŚĂƌĞŚŽůĚĞƌƐ͘�� 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t Ϭϵ 

Khd>KK< 

ϮϬϭϴ� ƉƌŽŵŝƐĞƐ� ƚŽ� ďĞ� ĂŶŽƚŚĞƌ� ƚƌĂŶƐĨŽƌŵĂƟǀĞ� ǇĞĂƌ� ĨŽƌ� ƚŚĞ� �ŽŵƉĂŶǇ͘�tĞ� ǁŝůů� ĐŽŶƟŶƵĞ� ƚŽ� ůŽŽŬ� Ăƚ� ǁĂǇƐ� ƚŽ�
ŝŵƉƌŽǀĞ�ŽƵƌ�ƉƌŽĚƵĐƟŽŶ�ƉƌŽĮůĞ͕�ĞǆƚĞŶĚ�ƚŚĞ�ůŝĨĞ�ŽĨ�ŽƵƌ�ŽƉĞƌĂƟŽŶƐ͕�ŝŶĐƌĞĂƐĞ�ŽƉĞƌĂƟŶŐ�ĞĸĐŝĞŶĐŝĞƐ�ĂŶĚ�ĐŽŶƟŶƵĞ�
ƚŽ�ƐƚƌĞŶŐƚŚĞŶ�ƚŚĞ��ŽŵƉĂŶǇ͛Ɛ�ďĂůĂŶĐĞ�ƐŚĞĞƚ͘� 

dŚŝƐ� ǇĞĂƌ͛Ɛ� ĞǆƉůŽƌĂƟŽŶ�ƉƌŽŐƌĂŵ͕� ƵŶĚĞƌƉŝŶŶĞĚ�ďǇ�ŽƵƌ� ĂŝƌďŽƌŶĞ� ŐĞŽƉŚǇƐŝĐĂů� ƐƵƌǀĞǇ�ǁŝůů� ŚĞůƉ� ƵƐ� ƚŽ� ĨŽĐƵƐ�ŽƵƌ�
ĞīŽƌƚƐ�ŽŶ�ƚŚĞ�ŚŝŐŚĞƐƚ�ŐƌĂĚĞ�ĂŶĚ�ŚŝŐŚĞƐƚ�ƌĞƚƵƌŶ�ŵŝŶĞƌĂů�ŽĐĐƵƌƌĞŶĐĞƐ�ŝŶ�ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ͘ 

 

�ĂǀŝĚ�^ƚƌĂŶŐ 

WƌĞƐŝĚĞŶƚ͕���K͕�ĂŶĚ��ŝƌĞĐƚŽƌ 

DĂǇ�ϳ͕�ϮϬϭϴ 

E��Z-D/E���yW>KZ�d/KE 

�ĞƐƉŝƚĞ� ŚĂǀŝŶŐ� ďĞĞŶ� ŝŶ� ŽƉĞƌĂƟŽŶ� ĨŽƌ� ŽǀĞƌ� ϯϳ� ǇĞĂƌƐ͕� ǁĞ�
ĐŽŶƟŶƵĞ� ƚŽ� ďĞůŝĞǀĞ� ƚŚĂƚ� ƚŚĞƌĞ� ŝƐ� ƐŝŐŶŝĮĐĂŶƚ� ĞǆƉůŽƌĂƟŽŶ�
ƉŽƚĞŶƟĂů�ŶĞĂƌ͕�ĂŶĚ�ŝŶ�ƐŽŵĞ�ĐĂƐĞƐ�ĂĚũĂĐĞŶƚ�ƚŽ͕�ŽƵƌ�ĞǆŝƐƟŶŐ�
ŵŝŶĞƐ͘� KƵƌ� h^ΨϮϬ� ŵŝůůŝŽŶ� ĞǆƉůŽƌĂƟŽŶ� ďƵĚŐĞƚ� ĨŽƌ� ϮϬϭϴ�
ŝŶĐůƵĚĞƐ�ŽǀĞƌ�ϴϬ͕ϬϬϬ�ŵĞƚĞƌƐ�ŽĨ�ĚƌŝůůŝŶŐ�ĨŽĐƵƐĞĚ�ŽŶ�ƌĞƐĞƌǀĞ�
ĚĞĮŶŝƟŽŶ�ĂŶĚ�ŶĞĂƌ-ŵŝŶĞ�ĞǆƉůŽƌĂƟŽŶ�ƚĂƌŐĞƚƐ͘� 

�ƚ�sĞƌŵĞůŚŽƐ͕� ϯϱ͕ϬϬϬ�ŵĞƚĞƌƐ�ŽĨ� ĚƌŝůůŝŶŐ�ǁŝůů� ďĞ� ĨŽĐƵƐĞĚ�

ŽŶ� � ŝŶĮůů� ĚƌŝůůŝŶŐ͕� ƉŽƚĞŶƟĂů� ŶĞǁ� ƚĂƌŐĞƚƐ� ĨŽƌ� ĞǆƚĞŶƐŝŽŶ� ŽĨ�
ŬŶŽǁŶ� ŽƌĞ� ďŽĚŝĞƐ� ĂƐ� ǁĞůů� ĂƐ� ĞǀĂůƵĂƟŶŐ� ŽǆŝĚĞ� ƌĞƐŽƵƌĐĞ�
ƉŽƚĞŶƟĂů͘� 

�ƚ� ^ƵƌƵďŝŵ͕� ϳ͕ϬϬϬ� ŵĞƚĞƌƐ� ŽĨ� ĚƌŝůůŝŶŐ� ǁŝůů� ĂƐƐĞƐƐ� ƚŚĞ�

ƉŽƚĞŶƟĂů� ĨŽƌ� ƵŶĚĞƌŐƌŽƵŶĚ� ŽƉĞƌĂƟŽŶƐ� ďĞůŽǁ� ƚŚĞ� ĞǆŝƐƟŶŐ�
ŽƉĞŶ-Ɖŝƚ�ĂŶĚ�ŶĞǁ�ƚĂƌŐĞƚƐ�ŝŶ�ƚŚĞ�ǀŝĐŝŶŝƚǇ�ŽĨ�ƚŚĞ�^ƵƌƵďŝŵ�ĂŶĚ�
�ŶŐŝĐŽƐ�ŵŝŶĞƐ͘� 

�ƚ� WŝůĂƌ͕� ϯϵ͕ϬϬϬ� ŵĞƚĞƌƐ� ŽĨ� ĚƌŝůůŝŶŐ� ǁŝůů� ďĞ� ĨŽĐƵƐĞĚ� ŽŶ�

ŝŶĐƌĞĂƐŝŶŐ� ƌĞƐĞƌǀĞƐ� ĂŶĚ� ĚĞĮŶŝŶŐ� ŶĞǁ� ƌĞƐŽƵƌĐĞƐ͘� ^ĞǀĞƌĂů�
ĞǆƉůŽƌĂƟŽŶ� ƚĂƌŐĞƚƐ� ŚĂǀĞ� ďĞĞŶ� ŝĚĞŶƟĮĞĚ� ƚŽ� ƚŚĞ� EŽƌƚŚ͕�
^ŽƵƚŚ͕�ĂŶĚ�tĞƐƚ͕�ĂŶĚ�ƚŚĞ�ĚĞƉŽƐŝƚ�ƌĞŵĂŝŶƐ�ŽƉĞŶ�Ăƚ�ĚĞƉƚŚ͘ 

�tĞ� ĂŶƟĐŝƉĂƚĞ� ƚŚĞ� ƌĞƐƵůƚƐ� ĨƌŽŵ� ƚŚĞ� ĮƌƐƚ� ŚĂůĨ� ŽĨ� ƚŚĞƐĞ�
ƉƌŽŐƌĂŵƐ�ǁŝůů�ďĞ�ƌĞŇĞĐƚĞĚ�ŝŶ�ŽƵƌ�ƵƉĚĂƚĞĚ�dĞĐŚŶŝĐĂů�ZĞƉŽƌƚ�
ĂŶĚ� ŵŝŶĞ� ƉůĂŶ͕� ǁŚŝĐŚ� ǁĞ� ĞǆƉĞĐƚ� ƚŽ� ĮŶĂůŝǌĞ� ĚƵƌŝŶŐ� ƚŚĞ�
ƐĞĐŽŶĚ�ŚĂůĨ�ŽĨ�ϮϬϭϴ͘ 

�/^dZ/�d��yW>KZ�d/KE 

/Ŷ� ĂĚĚŝƟŽŶ� ƚŽ� ƚŚĞ� Ěƌŝůů� ƉƌŽŐƌĂŵƐ� ŽƵƚůŝŶĞĚ� ĂďŽǀĞ͕� ĂŶ�
ĂŝƌďŽƌŶĞ� ŐĞŽƉŚǇƐŝĐĂů� ƐƵƌǀĞǇ� ĐŽŵƉƌŝƐĞĚ� ŽĨ� ŐƌĂǀŝƚǇ� ĂŶĚ�
ĞůĞĐƚƌŽŵĂŐŶĞƟĐ�ƐǇƐƚĞŵƐ�ǁŝůů�ĐŽŵŵĞŶĐĞ�ĚƵƌŝŶŐ�ƚŚĞ�ƐĞĐŽŶĚ�
ƋƵĂƌƚĞƌ� ŽĨ� ϮϬϭϴ͘� dŚĞ� ƐƵƌǀĞǇ͕� ŽŶĞ� ŽĨ� ƚŚĞ� ůĂƌŐĞƐƚ� ŝŶ� ƚŚĞ�
ǁŽƌůĚ͕�ŚĂƐ�ďĞĞŶ�ĚĞƐŝŐŶĞĚ�ƚŽ�ĐŽǀĞƌ�ƚŚĞ�ĞŶƟƌĞƚǇ�ŽĨ�ŽƵƌ�ůĂŶĚ�
ŚŽůĚŝŶŐƐ�ŝŶ�ƚŚĞ��ƵƌĂĕĄ�sĂůůĞǇ�–�ƌĞƐƵůƟŶŐ�ŝŶ�ŽǀĞƌ�Ϯϰ͕ϬϬϬ�ůŝŶĞ
-ŬŝůŽŵĞƚĞƌƐ�ŽĨ� ƐƵƌǀĞǇ͘� dŚĞ�ƉƌŽŐƌĂŵ�ŚĂƐ�ďĞĞŶ�ĚĞƐŝŐŶĞĚ� ƚŽ�
ŝĚĞŶƟĨǇ� ŚŝŐŚ-ŐƌĂĚĞ� ĐŽƉƉĞƌ� ŵŝŶĞƌĂůŝǌĂƟŽŶ� ǁŝƚŚŝŶ� ϮϬϬ� ƚŽ�
ϯϬϬ�ŵĞƚĞƌƐ�ŽĨ�ƐƵƌĨĂĐĞ͘� 

s�ZD�>,K^�
Z�'/KE 

^hZh�/D�
Z�'/KE 

W/>�Z�
Z�'/KE 

�ƵƌĂĕĄ�sĂůůĞǇ��ŽŶĐĞƐƐŝŽŶƐ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϬ 

�ǆŝƐƟŶŐ�Θ�WĂƐƚ�WƌŽĚƵĐŝŶŐ�KƉĞƌĂƟŽŶƐ 

�ĂƌĂşďĂ�Dŝůů�Θ�WŝůĂƌ�DŝŶĞ 

^ƵĕƵĂƌĂŶŶĂ��DŝŶĞ 

�ŶŐŝĐŽƐ�DŝŶĞ 

^ƵƌƵďŝŵ�DŝŶĞ 

sĞƌŵĞůŚŽƐ�DŝŶĞ 



%$+,$��%5$=,/ 

�ƌŽ� ĂŶĚ� ŝƚƐ� ƐƵďƐŝĚŝĂƌŝĞƐ� ĂƌĞ� ƉƌŽƵĚ� ƚŽ� ďĞ� ĂŶ� ŝŶƚĞŐƌĂů� ƉĂƌƚ� ŽĨ� ƚŚĞ� ĐŽŵŵƵŶŝƟĞƐ� ŝŶ� ǁŚŝĐŚ�ǁĞ�
ŽƉĞƌĂƚĞ͘� � �Ɛ� ŽĨ� �ĞĐĞŵďĞƌ� ϯϭ͕� ϮϬϭϳ͕� �ƌŽ͕� ŝƚƐ� ƐƵďƐŝĚŝĂƌŝĞƐ͕� ĂŶĚ� ĐŽŶƚƌĂĐƚŽƌƐ� ĞŵƉůŽǇĞĚ� Ϯ͕ϲϲϴ�
ƉĞŽƉůĞ�ŝŶ��ƌĂǌŝů͘�dŚƌŽƵŐŚ�ůŽĐĂů�ƉƵƌĐŚĂƐŝŶŐ�ĂŶĚ�ƉƌŽĐƵƌĞŵĞŶƚ͕�ƚĂǆĞƐ�ĂŶĚ�ƌŽǇĂůƟĞƐ͕�ũŽď�ĐƌĞĂƟŽŶ͕�
ĂŶĚ�ĐŽŵŵŝƚŵĞŶƚ�ƚŽ�ƐŽĐŝĂů�ĂŶĚ�ƐƵƐƚĂŝŶĂďŝůŝƚǇ�ƉƌŽŐƌĂŵƐ�ǁĞ�ĂƌĞ�ĐŽŶƟŶƵŝŶŐ�ƚŽ�ŵĂŬĞ�ŵĞĂŶŝŶŐĨƵů�
ĐŽŶƚƌŝďƵƟŽŶƐ�ƚŽ��ĂŚŝĂ�ĂŶĚ�ŽƵƌ�ůŽĐĂů�ĐŽŵŵƵŶŝƟĞƐ͘�KǀĞƌ�ƚŚĞ�ŶĞǆƚ�ĮǀĞ�ǇĞĂƌƐ͕�ǁĞ�ĞƐƟŵĂƚĞ�ƚŚĂƚ�
ƚŚĞ��ŽŵƉĂŶǇ͛Ɛ�ĐŽŶƚƌŝďƵƟŽŶƐ�ǁŝůů�ďĞ͗ 

�Z>�ΨϲϮϱн�ŵŝůůŝŽŶ 
ŝŶ�ƚĂǆĞƐ�ĂŶĚ�ƌŽǇĂůƟĞƐ�ƉĂŝĚ�ƚŽ�
ƐƚĂƚĞ�ĂŶĚ�ĨĞĚĞƌĂů��ĂŐĞŶĐŝĞƐ 

�Z>�Ψϭ͘ϲн�ďŝůůŝŽŶ 
ĞƐƟŵĂƚĞĚ�ƉĂǇŵĞŶƚƐ�ƚŽ�ƐƵƉƉůŝĞƌƐ�
ĨŽƌ�ƐĞƌǀŝĐĞƐ�ĂŶĚ�ŵĂƚĞƌŝĂůƐ 

�Z>�ΨϮ͘ϲн��ďŝůůŝŽŶ 
ĞƐƟŵĂƚĞĚ�ǀĂůƵĞ�ŽĨ�ĐŽŶĐĞŶƚƌĂƚĞ�
ƐŽůĚ�ƚŽ�ůŽĐĂů��ĂŚŝĂŶ�ƐŵĞůƚĞƌ 

h^��ΨϱϬн�ŵŝůůŝŽŶ 
ĐĂƉŝƚĂů�ĐŽŵŵŝƩĞĚ�ĨŽƌ�
ĐŽŶƐƚƌƵĐƟŽŶ� 

�Z>�ΨϭϮϵн�ŵŝůůŝŽŶ 
ŝŶ�ǁĂŐĞƐ�ƉĂŝĚ�ƚŽ�ĐŽŶƚƌĂĐƚŽƌƐ�
ĂŶĚ�ĞŵƉůŽǇĞĞƐ 

ϮϴϬн��ŝƌĞĐƚ�:ŽďƐ 
ĂŶĚ�ƉŽƐŝƟŽŶƐ͕�ŝŶĐůƵĚŝŶŐ�ůŽĐĂů�
ƚŚŝƌĚ�ƉĂƌƚǇ�ĐŽŶƚƌĂĐƚŽƌƐ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϭ 

,03529,1*�285�&20081,7,(6 

9(50(/+26�0,1(���������������������������������������������62&,$/�,1,7,$7,9(6������������������������

ϭ͕ϮϬϬн�EĞǁ��ŝƌĞĐƚ�:ŽďƐ 
ĂŶĚ�ƉŽƐŝƟŽŶƐ͕�ŝŶĐůƵĚŝŶŐ�ůŽĐĂů�
ƚŚŝƌĚ�ƉĂƌƚǇ�ĐŽŶƚƌĂĐƚŽƌƐ 

h^��ΨϭϬϬн��ŵŝůůŝŽŶ 
ƐƉĞŶƚ��ƚŽ-ĚĂƚĞ�ĞǆƉĂŶĚŝŶŐ�
ĞǆŝƐƟŶŐ�ŽƉĞƌĂƟŽŶƐ 

h^��ΨϮϬн�ŵŝůůŝŽŶ 
ĐŽŵŵŝƩĞĚ�ĨŽƌ�ƌĞŐŝŽŶĂů�
ĞǆƉůŽƌĂƟŽŶ�ŝŶ�ϮϬϭϴ�ĂůŽŶĞ 

>ŽĐĂů��ŽŽƉĞƌĂƟǀĞƐ 
ĞŶĐŽƵƌĂŐŝŶŐ�ĞŶƚƌĞƉƌĞŶĞƵƌƐŚŝƉ�
ĂŶĚ�ƐƵƐƚĂŝŶĂďůĞ�ƉƌĂĐƟĐĞƐ 

^ƵƐƚĂŝŶĂďůĞ�&ĂƌŵŝŶŐ 
ƚƌĂŝŶŝŶŐ�ƚŽ�ŝŵƉƌŽǀĞ�ǇŝĞůĚƐ�ĂŶĚ�
ƌĞĚƵĐĞ�ǁĂƚĞƌ�ĐŽŶƐƵŵƉƟŽŶ 

�ƵůƚƵƌĂů�WƌŽũĞĐƚƐ 
ƉƌĞƐĞƌǀŝŶŐ�ůŽĐĂů�ĐƵůƚƵƌĞ�ĂŶĚ�
ŚĞƌŝƚĂŐĞ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϮ 

9(50(/+26�0,1(���������������������������������������������62&,$/�,1,7,$7,9(6������������������������ 



Dƌ��ƵŶŶ�ĐŽ-ĨŽƵŶĚĞĚ�ƚŚĞ��ŽŵƉĂŶǇ�ŝŶ�DĂǇ�ϮϬϭϲ�ĂŶĚ�ĐƵƌƌĞŶƚůǇ�ƐĞƌǀĞƐ�ĂƐ�ƚŚĞ��ǆĞĐƵƟǀĞ�
�ŚĂŝƌŵĂŶ�ĂŶĚ�ĂƐ�Ă�ĚŝƌĞĐƚŽƌ͘�Dƌ��ƵŶŶ�ŚĂƐ�ŽǀĞƌ�Ϯϱ�ǇĞĂƌƐ�ŽĨ�ĞǆƉĞƌŝĞŶĐĞ�ŝŶ�ƚŚĞ�ĮŶĂŶĐŝĂů�
ƐĞƌǀŝĐĞƐ�ŝŶĚƵƐƚƌǇ�ŝŶĐůƵĚŝŶŐ�Ă�ŶƵŵďĞƌ�ŽĨ�ĚŝīĞƌĞŶƚ�ĐĂƉŝƚĂů�ŝŶǀĞƐƚŵĞŶƚ�ƌŽůĞƐ͘�Dƌ��ƵŶŶ�ŝƐ�Ă�
ĨŽƌŵĞƌ�ĚŝƌĞĐƚŽƌ�ŽĨ�WĂŶ��ŵĞƌŝĐĂŶ�^ŝůǀĞƌ�ĂŶĚ�WƌĞƟǀŵ�ZĞƐŽƵƌĐĞƐ͘� 

�,Z/^dKW,�Z�EK�>��hEE 

�ǆĞĐƵƟǀĞ��ŚĂŝƌŵĂŶ�ĂŶĚ��ŝƌĞĐƚŽƌ 

>z>���Z��d�E 

�ŝƌĞĐƚŽƌ 

Dƌ͘��ƌĂĂƚĞŶ�ŝƐ�ƚŚĞ�WƌĞƐŝĚĞŶƚ�ĂŶĚ��ŚŝĞĨ��ǆĞĐƵƟǀĞ�KĸĐĞƌ�ŽĨ�DŝĞĚǌŝ��ŽƉƉĞƌ͘�,Ğ�ŝƐ�ĐƵƌƌĞŶƚůǇ�
sŝĐĞ�WƌĞƐŝĚĞŶƚ͕�>ĞŐĂů�ĂŶĚ�Ă�ĚŝƌĞĐƚŽƌ�ŽĨ�>ƵŵŝŶĂ�'ŽůĚ��ŽƌƉ͘�Dƌ͘��ƌĂĂƚĞŶ�ũŽŝŶĞĚ�ƚŚĞ�>ƵŵŝŶĂ�
'ƌŽƵƉ�ŝŶ�ϮϬϬϴ�ĂŶĚ�ĂƐƐŝƐƚĞĚ�ŝŶ�ƚŚĞ�ĐƌĞĂƟŽŶ�ŽĨ�DĂŐŵĂ��ŶĞƌŐǇ͕�Ă�ŐƌĞĞŶ�ĞŶĞƌŐǇ�ĐŽŵƉĂŶǇ�
ĨŽĐƵƐĞĚ�ŽŶ�ŝŶƚĞƌŶĂƟŽŶĂů�ŐĞŽƚŚĞƌŵĂů�ĞŶĞƌŐǇ�ĚĞǀĞůŽƉŵĞŶƚ͘�Dƌ͘��ƌĂĂƚĞŶ�ƌĞĐĞŝǀĞĚ�Ă�ůĂǁ�
ĚĞŐƌĞĞ�ĨƌŽŵ�ƚŚĞ�hŶŝǀĞƌƐŝƚǇ�ŽĨ��ƌŝƟƐŚ��ŽůƵŵďŝĂ�ŝŶ�ϭϵϴϵ�ĂŶĚ�Ă��ĂĐŚĞůŽƌ�ŽĨ�^ĐŝĞŶĐĞ�ĨƌŽŵ�ƚŚĞ�
hŶŝǀĞƌƐŝƚǇ�ŽĨ��ĂůŐĂƌǇ�ŝŶ�ϭϵϴϲ͘�Dƌ͘��ƌĂĂƚĞŶ�ŝƐ�Ă�ŵĞŵďĞƌ�ŽĨ�ƚŚĞ�>Ăǁ�^ŽĐŝĞƟĞƐ�ŽĨ��ƌŝƟƐŚ�
�ŽůƵŵďŝĂ�ĂŶĚ�ƚŚĞ�zƵŬŽŶ͘ 

^d�s�E��h^�z 

�ŝƌĞĐƚŽƌ 

Dƌ͘��ƵƐďǇ�ŝƐ�ƚŚĞ��ŚŝĞĨ�KƉĞƌĂƟŶŐ�KĸĐĞƌ�ŽĨ�WĂŶ��ŵĞƌŝĐĂŶ�^ŝůǀĞƌ�ǁŝƚŚ�ŽǀĞƌ�ϯϬ�ǇĞĂƌƐ�ŽĨ�
ĞǆƉĞƌŝĞŶĐĞ�ŝŶ�ƚŚĞ�ŵŝŶŝŶŐ�ŝŶĚƵƐƚƌǇ͘��Ɛ��ŚŝĞĨ�KƉĞƌĂƟŶŐ�KĸĐĞƌ͕�ŚĞ�ŝƐ�ƌĞƐƉŽŶƐŝďůĞ�ĨŽƌ�WĂŶ�
�ŵĞƌŝĐĂŶ͛Ɛ�ŽƉĞƌĂƟŽŶƐ͕�ƉƌŽũĞĐƚƐ͕�ƐĂĨĞƚǇ͕�ĂŶĚ�ĐŽƌƉŽƌĂƚĞ�ƐŽĐŝĂů�ƌĞƐƉŽŶƐŝďŝůŝƚǇ�ǁŝƚŚŝŶ�Ă�ůĂƌŐĞ�
ŵƵůƟ�ŵŝŶĞ�ŽƌŐĂŶŝǌĂƟŽŶ͘�Dƌ͘��ƵƐďǇ�ƉƌĞǀŝŽƵƐůǇ�ŚĞůĚ�ƉŽƐŝƟŽŶƐ�ŝŶ�Ă�ƉƌŝǀĂƚĞůǇ�ŽǁŶĞĚ�
ĐŽŶƐƵůƟŶŐ�Įƌŵ͕��ŽĞƵƌ�Ě͛�ůĞŶĞ�DŝŶĞƐ͕��ŵĂǆ�'ŽůĚ͕�DĞƌŝĚŝĂŶͬ&D��'ŽůĚ͕�ĂŶĚ�EĞƌĐŽ�
DŝŶĞƌĂůƐ͘�Dƌ͘��ƵƐďǇ�ŚŽůĚƐ�Ă��ĂĐŚĞůŽƌ�ŽĨ�^ĐŝĞŶĐĞ�ĚĞŐƌĞĞ�ŝŶ�DŝŶĞƌĂů�WƌŽĐĞƐƐŝŶŐ��ŶŐŝŶĞĞƌŝŶŐ�
ĂŶĚ�ŝƐ�Ă�ŵĞŵďĞƌ�ŽĨ�ƚŚĞ�DŽŶƚĂŶĂ�dĞĐŚ�DĞƚĂůůƵƌŐŝĐĂů��ŶŐŝŶĞĞƌŝŶŐ��ĞƉĂƌƚŵĞŶƚ��ĚǀŝƐŽƌǇ�
�ŽĂƌĚ͘�Dƌ͘��ƵƐďǇ�ŝƐ�Ă�ĚŝƌĞĐƚŽƌ�ŽĨ��ŶĮĞůĚ�'ŽůĚ͘ 

:K,E�tZ/',d 

�ŝƌĞĐƚŽƌ 

Dƌ͘�tƌŝŐŚƚ�ŝƐ�Ă�DĞƚĂůůƵƌŐŝĐĂů��ŶŐŝŶĞĞƌ�ǁŝƚŚ�ŽǀĞƌ�ϯϱ�ǇĞĂƌƐ�ŽĨ�ĞǆƉĞƌŝĞŶĐĞ�ŝŶ�ƚŚĞ�ŵŝŶŝŶŐ�
ŝŶĚƵƐƚƌǇ͘�,Ğ�ĐƵƌƌĞŶƚůǇ�ĂƐƐŝƐƚƐ��ĂƉƐƚŽŶĞ�DŝŶŝŶŐ�ŝŶ�Ă��ƵƐŝŶĞƐƐ��ĞǀĞůŽƉŵĞŶƚ�ƌŽůĞ͘�Dƌ͘�
tƌŝŐŚƚ�ǁĂƐ�Ă�ĐŽ-ĨŽƵŶĚĞƌ͕�ĨŽƌŵĞƌ�WƌĞƐŝĚĞŶƚ͕��ŚŝĞĨ�KƉĞƌĂƟŶŐ�KĸĐĞƌ�ĂŶĚ�ĚŝƌĞĐƚŽƌ�ŽĨ�WĂŶ�
�ŵĞƌŝĐĂŶ�^ŝůǀĞƌ͘��Dƌ͘�tƌŝŐŚƚ�ǁĂƐ�ĂůƐŽ�ƚŚĞ�ĐŽ-ĨŽƵŶĚĞƌ�ŽĨ��ƋƵŝŶŽǆ�ZĞƐŽƵƌĐĞƐ͘�Dƌ͘�tƌŝŐŚƚ�ŝƐ�
Ă�ĨŽƌŵĞƌ�ĚŝƌĞĐƚŽƌ�ŽĨ�>ƵŵŝŶĂ��ŽƉƉĞƌ͕�EŽƌƚŚĞƌŶ�WĞƌƵ��ŽƉƉĞƌ�ĂŶĚ�'ůŽďĂů��ŽƉƉĞƌ͘�,Ğ�ŝƐ�Ă�
ĚŝƌĞĐƚŽƌ�ŽĨ�ďŽƚŚ��ŝƩĞƌƌŽŽƚ�ZĞƐŽƵƌĐĞƐ�ĂŶĚ�^ŝůǀĞƌ�ƌĞƐƚ�DĞƚĂůƐ͘�,Ğ�ŝƐ�Ă�DĞŵďĞƌ�ŽĨ�ƚŚĞ�
�ĂŶĂĚŝĂŶ�/ŶƐƟƚƵƚĞ�ŽĨ�DŝŶŝŶŐ�ĂŶĚ�DĞƚĂůůƵƌŐǇ�ĂŶĚ�ŚĂƐ�Ă�W͘�ŶŐ͘�ĚĞƐŝŐŶĂƟŽŶ�ĨƌŽŵ�ƚŚĞ�
�ƐƐŽĐŝĂƟŽŶ�ŽĨ�WƌŽĨĞƐƐŝŽŶĂů��ŶŐŝŶĞĞƌƐ�ĂŶĚ�'ĞŽƐĐŝĞŶƟƐƚƐ�ŽĨ��ƌŝƟƐŚ��ŽůƵŵďŝĂ͘ 

D�dd,�t�th�^ 

�ŝƌĞĐƚŽƌ 

Dƌ͘�tƵďƐ�ŝƐ�ƚŚĞ��Ž-��K�ŽĨ�tĞƐƚůĂŶĚ�/ŶƐƵƌĂŶĐĞ�'ƌŽƵƉ͕�ŽŶĞ�ŽĨ�ƚŚĞ�ůĂƌŐĞƐƚ�ƉƌŝǀĂƚĞ�
ŝŶƐƵƌĂŶĐĞ�ďƌŽŬĞƌĂŐĞ�ŽƉĞƌĂƟŽŶƐ�ŝŶ��ĂŶĂĚĂ͘�tĞƐƚůĂŶĚ�ĚŝƌĞĐƚůǇ�ŵĂŶĂŐĞƐ�ŽǀĞƌ�ΨϳϬϬ�ŵŝůůŝŽŶ�
ŝŶ�ƉƌĞŵŝƵŵ�ǀŽůƵŵĞ�ƚŚƌŽƵŐŚ�ŝƚƐ�ďƌŽŬĞƌĂŐĞ͕�ŝŶƐƵƌĂŶĐĞ�ĐŽŵƉĂŶǇ�ĂŶĚ�ǁŚŽůĞƐĂůĞ�ŽƉĞƌĂƟŽŶƐ͘�
Dƌ͘�tƵďƐ�ŝƐ�ƌĞƐƉŽŶƐŝďůĞ�ĨŽƌ�ŽǀĞƌƐŝŐŚƚ�ŽĨ�ŝŶƐƵƌĂŶĐĞ͕�ƌĞŝŶƐƵƌĂŶĐĞ͕�ƌŝƐŬ�ŵĂŶĂŐĞŵĞŶƚ͕�
ĮŶĂŶĐĞ�ĂŶĚ�DΘ�͘�,Ğ�ũŽŝŶĞĚ�tĞƐƚůĂŶĚ�ŝŶ�ƚŚĞ�ƌŽůĞ�ŽĨ��ŽŶƚƌŽůůĞƌ�ŝŶ�ϭϵϵϳ͘�WƌĞǀŝŽƵƐ�ƚŽ�
tĞƐƚůĂŶĚ͕�ŚĞ�ŚĞůĚ�Ă�ĐŽŶƐƵůƟŶŐ�ƌŽůĞ�ŝŶ�DĂŶĂŐĞŵĞŶƚ�/ŶĨŽƌŵĂƟŽŶ�^ǇƐƚĞŵƐ�Ăƚ�/ŶƚĞƌŶĂƟŽŶĂů�
&ŽƌĞƐƚ�WƌŽĚƵĐƚƐ�>ƚĚ͘�ĂŶĚ�ĂůƐŽ�ŽďƚĂŝŶĞĚ�ŚŝƐ��ŚĂƌƚĞƌĞĚ�WƌŽĨĞƐƐŝŽŶĂů��ĐĐŽƵŶƚĂŶƚ�ĚĞƐŝŐŶĂƟŽŶ�
ǁŚŝůĞ�ǁŽƌŬŝŶŐ�Ăƚ��ĞůŽŝƩĞ�>>W͘ 

%2$5'�2)�',5(&7256 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϯ 

��s/��^dZ�E' 

WƌĞƐŝĚĞŶƚ͕���K͕�ĂŶĚ��ŝƌĞĐƚŽƌ 

Dƌ͘�^ƚƌĂŶŐ�ĐŽ-ĨŽƵŶĚĞĚ�ƚŚĞ��ŽŵƉĂŶǇ�ŝŶ�DĂǇ�ϮϬϭϲ�ĂŶĚ�ĐƵƌƌĞŶƚůǇ�ƐĞƌǀĞƐ�ĂƐ�ƚŚĞ�WƌĞƐŝĚĞŶƚ͕�
�ŚŝĞĨ��ǆĞĐƵƟǀĞ�KĸĐĞƌ�ĂŶĚ�ĚŝƌĞĐƚŽƌ͘�Dƌ͘�^ƚƌĂŶŐ�ŚĂƐ�ĂƉƉƌŽǆŝŵĂƚĞůǇ�ϮϬ�ǇĞĂƌƐ�ŽĨ�ĐŽƌƉŽƌĂƚĞ�
ĮŶĂŶĐĞ�ĞǆƉĞƌŝĞŶĐĞ͘�Dƌ͘�^ƚƌĂŶŐ�ƉƌĞǀŝŽƵƐůǇ�ƐĞƌǀĞĚ�ŝŶ�ƐĞŶŝŽƌ�ĞǆĞĐƵƟǀĞ�ƌŽůĞƐ�ĨŽƌ�Ăůů�ŽĨ�ƚŚĞ�
>ƵŵŝŶĂ�'ƌŽƵƉ�ŽĨ��ŽŵƉĂŶŝĞƐ�ŝŶĐůƵĚŝŶŐ�ĂƐ��ŝƌĞĐƚŽƌ͕���K�ĂŶĚ�WƌĞƐŝĚĞŶƚ�ŽĨ�>ƵŵŝŶĂ��ŽƉƉĞƌ͕�
>ƵŵŝŶĂ�ZŽǇĂůƚǇ͕�'ůŽďĂů��ŽƉƉĞƌ�ĂŶĚ�>ƵŵŝŶĂ�ZĞƐŽƵƌĐĞƐ͘�Dƌ͘�^ƚƌĂŶŐ�ŝƐ�ĂůƐŽ�ĐƵƌƌĞŶƚůǇ�Ă�
ĚŝƌĞĐƚŽƌ�ŽĨ��ůŵĂĚĞŶ�DŝŶĞƌĂůƐ͘ 

Dƌ͘��ƌŝĞƌ�ŝƐ�ƚŚĞ��ŚŝĞĨ�&ŝŶĂŶĐŝĂů�KĸĐĞƌ�ŽĨ�ƚŚĞ��ŽŵƉĂŶǇ͘�Dƌ͘��ƌŝĞƌ�ŝƐ�Ă�ƐĞĂƐŽŶĞĚ�ĮŶĂŶĐĞ�
ĞǆĞĐƵƟǀĞ�ǁŝƚŚ�ĂƉƉƌŽǆŝŵĂƚĞůǇ�ϮϬ�ǇĞĂƌƐ�ŽĨ�ĐŽƌƉŽƌĂƚĞ�ĮŶĂŶĐĞ�ĂŶĚ�ĐĂƉŝƚĂů�ŵĂƌŬĞƚƐ�
ĞǆƉĞƌŝĞŶĐĞ�ǁŝƚŚŝŶ�ƚŚĞ�ŐůŽďĂů�ŵŝŶŝŶŐ�ƐĞĐƚŽƌ͕�ƐƉĂŶŶŝŶŐ�Ă�ǁŝĚĞ�ƌĂŶŐĞ�ŽĨ�ĐŽŵŵŽĚŝƟĞƐ�ĂŶĚ�
ũƵƌŝƐĚŝĐƟŽŶƐ͘ 

D/<��Z/�,�Z� 

�'K 

Dƌ͘�ZŝĐŚĂƌĚ�ŝƐ�ƚŚĞ��ŚŝĞĨ�'ĞŽůŽŐŝĐĂů�KĸĐĞƌ�ŽĨ�ƚŚĞ��ŽŵƉĂŶǇ͘�,Ğ�ŚĂƐ�Ϯϱ�ǇĞĂƌƐ�ĞǆƉĞƌŝĞŶĐĞ�ŝŶ�
ƚŚĞ�ŵŝŶŝŶŐ�ŝŶĚƵƐƚƌǇ�ƐƉĞĐŝĂůŝǌŝŶŐ�ŝŶ�ƚŚĞ�ĚŝƐĐŽǀĞƌǇ͕�ĞǀĂůƵĂƟŽŶ�ĂŶĚ�ĚĞǀĞůŽƉŵĞŶƚ�ŽĨ�ĐŽƉƉĞƌ͕�
ǌŝŶĐ͕�ƉŽůǇŵĞƚĂůůŝĐ�ĂŶĚ�ŐŽůĚ�ĚĞƉŽƐŝƚƐ͘�,Ğ�ǁĂƐ�ŵŽƐƚ�ƌĞĐĞŶƚůǇ�ǁŝƚŚ�>ƵŶĚŝŶ�DŝŶŝŶŐ�ĂƐ��ŝƌĞĐƚŽƌ�
ŽĨ��ǆƉůŽƌĂƟŽŶ�ĂŶĚ�EĞǁ��ƵƐŝŶĞƐƐ͕�>ĂƟŶ��ŵĞƌŝĐĂ͘�WƌŝŽƌ�ƚŽ�ũŽŝŶŝŶŐ�ƚŚĞ�>ƵŶĚŝŶ�'ƌŽƵƉ͕�Dƌ͘�
ZŝĐŚĂƌĚ�ƐĞƌǀĞĚ�ĂƐ�'ĞŶĞƌĂů�DĂŶĂŐĞƌ�ĨŽƌ�dĞĐŬ��ǆƉůŽƌĂĐŝŽŶ�DŝŶĞƌĂ��ŚŝůĞ͘ 

D�<<K���&/>/WWK 

sW͕��KZWKZ�d����s�>KWD�Ed 

Dƌ͘��Ğ&ŝůŝƉƉŽ�ƐĞƌǀĞƐ�ĂƐ�sŝĐĞ�WƌĞƐŝĚĞŶƚ͕��ŽƌƉŽƌĂƚĞ��ĞǀĞůŽƉŵĞŶƚ�ŽĨ�ƚŚĞ��ŽŵƉĂŶǇ͘�,Ğ�ǁĂƐ�
ŵŽƐƚ�ƌĞĐĞŶƚůǇ�Ă��ŝƌĞĐƚŽƌ͕��ŽƌƉŽƌĂƚĞ�&ŝŶĂŶĐĞ�ǁŝƚŚŝŶ�&d/��ŽŶƐƵůƟŶŐ͛Ɛ�'ůŽďĂů�DŝŶŝŶŐ�
�ĚǀŝƐŽƌǇ�WƌĂĐƟĐĞ͘�WƌŝŽƌ�ƌŽůĞƐ�ŝŶĐůƵĚĞ�ŵŝŶŝŶŐ�ƉƌŝǀĂƚĞ�ĞƋƵŝƚǇ͕�ƌĞƐĞĂƌĐŚ�ĂŶĚ�ĐŽŶƐƵůƟŶŐ͘�Dƌ͘�
�Ğ&ŝůŝƉƉŽ�ŚŽůĚƐ�Ă�D͘^Đ͘�ŝŶ�DĞƚĂůůƵƌŐŝĐĂů��ŶŐŝŶĞĞƌŝŶŐ�ĨƌŽŵ�ƚŚĞ��ŽůŽƌĂĚŽ�^ĐŚŽŽů�ŽĨ�DŝŶĞƐ͘ 

D�EK�>�s�>�Z/K�����Z/dK 

�Ž-��K�ĂŶĚ��KK�ŽĨ�D�^� 

��h�Z�K�����KD� 

�Ž-��K�ĂŶĚ��&K�ŽĨ�D�^� 

Dƌ͘��Ğ��ŽŵĞ�ŚĂƐ�ϯϬ�ǇĞĂƌƐ�ŽĨ�ĞǆƉĞƌŝĞŶĐĞ�ŝŶ�ĮŶĂŶĐĞ�ŵĂŶĂŐĞŵĞŶƚ͘�,Ğ�ŚĂƐ�ƐƉĞŶƚ�ƚŚĞ�ůĂƐƚ�ϭϱ�
ǇĞĂƌƐ�ǁŽƌŬŝŶŐ�ĨŽƌ�ĐŽŵƉĂŶŝĞƐ�ŝŶ�ƚŚĞ�ĐŽŵŵŽĚŝƟĞƐ�ƐĞĐƚŽƌ�;ďŝŽĨƵĞůƐ͕�ĂŐƌŝďƵƐŝŶĞƐƐ�ĂŶĚ�
ŵŝŶŝŶŐͿ�ĂŶĚ�ŚĂƐ�ďĞĞŶ�ƚŚĞ��&K�ŽĨ�D�^��ƐŝŶĐĞ�ϮϬϭϯ͘ 

(;(&87,9(�7($0 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϰ 

�,Z/^dKW,�Z�EK�>��hEE 

�ǆĞĐƵƟǀĞ��ŚĂŝƌŵĂŶ�ĂŶĚ��ŝƌĞĐƚŽƌ 

��s/��^dZ�E' 

WƌĞƐŝĚĞŶƚ͕���K͕�ĂŶĚ��ŝƌĞĐƚŽƌ 

t�zE���Z/�Z 

�&K 

WůĞĂƐĞ�ƌĞĨĞƌ�ƚŽ�ƚŚĞ�ƉƌĞĐĞĚŝŶŐ�ƉĂŐĞ�ĨŽƌ�Dƌ͘��ƵŶŶ͛Ɛ�ĐŽŵƉůĞƚĞ�ďŝŽ͘ 

WůĞĂƐĞ�ƌĞĨĞƌ�ƚŽ�ƚŚĞ�ƉƌĞĐĞĚŝŶŐ�ƉĂŐĞ�ĨŽƌ�Dƌ͘�^ƚƌĂŶŐ͛Ɛ�ĐŽŵƉůĞƚĞ�ďŝŽ͘ 

D/�,�>�ZKD�EKt^</ 

sW͕��s�>h�d/KE^�Θ�W>�EE/E' 

Dƌ͘�ZŽŵĂŶŽǁƐŬŝ�ƐĞƌǀĞƐ�ĂƐ�sŝĐĞ�WƌĞƐŝĚĞŶƚ͕��ǀĂůƵĂƟŽŶƐ�ĂŶĚ�WůĂŶŶŝŶŐ�ŽĨ�ƚŚĞ��ŽŵƉĂŶǇ͘�,Ğ�ŝƐ�
ƐƉĞĐŝĂůŝǌĞĚ�ŝŶ�ƚŚĞ�ĞǀĂůƵĂƟŽŶ�ĂŶĚ�ĂŶĂůǇƐŝƐ�ŽĨ�ďĂƐĞ�ŵĞƚĂů͕�ƉƌĞĐŝŽƵƐ�ŵĞƚĂů͕�ĂŶĚ�ŝŶĚƵƐƚƌŝĂů�
ŵŝŶĞƌĂů�ƉƌŽũĞĐƚƐ�ƌĂŶŐŝŶŐ�ŝŶ�ƐƚĂŐĞ�ĨƌŽŵ�ĞǆƉůŽƌĂƟŽŶ�ƚŽ�ƉƌŽĚƵĐƟŽŶ͘�Dƌ͘�ZŽŵĂŶŽǁƐŬŝ�ŚŽůĚƐ�
Ă�DĂƐƚĞƌ�ŽĨ��ŶŐŝŶĞĞƌŝŶŐ�ŝŶ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ĂŶĚ�Ă��ĂĐŚĞůŽƌ�ŽĨ�^ĐŝĞŶĐĞ�ŝŶ�'ĞŽůŽŐŝĐĂů�
�ŶŐŝŶĞĞƌŝŶŐ͕�ďŽƚŚ�ĨƌŽŵ�ƚŚĞ�hŶŝǀĞƌƐŝƚǇ�ŽĨ��ƌŝǌŽŶĂ͘ 

:KE�d,�E�^/E', 

sW͕�&/E�E�� 

���W<�,hE��> 

sW͕�'�E�Z�>��KhE^�>�Θ� 
�KZWKZ�d��^��Z�d�Zz� 

Dƌ͘�,ƵŶĚĂů�ƐĞƌǀĞƐ�ĂƐ�sŝĐĞ�WƌĞƐŝĚĞŶƚ͕�'ĞŶĞƌĂů��ŽƵŶƐĞů�ĂŶĚ��ŽƌƉŽƌĂƚĞ�^ĞĐƌĞƚĂƌǇ�ŽĨ�ƚŚĞ�
�ŽŵƉĂŶǇ͘ �WƌĞǀŝŽƵƐ�ƌŽůĞƐ�ŝŶ�ƚŚĞ�ƐĞĐƚŽƌ�ŚĂǀĞ�ŝŶĐůƵĚĞĚ�sŝĐĞ-WƌĞƐŝĚĞŶƚ͕�>ĞŐĂů�ŽĨ��ůŐŝŶ�DŝŶŝŶŐ�
>ƚĚ͘�ĂŶĚ�sŝĐĞ-WƌĞƐŝĚĞŶƚ͕�>ĞŐĂů�ĂŶĚ��ŽƌƉŽƌĂƚĞ�^ĞĐƌĞƚĂƌǇ�ŽĨ��ƵƌĂ�DŝŶĞƌĂůƐ�/ŶĐ͘�WƌŝŽƌ�ƚŚĞƌĞƚŽ͕�
ŚĞ�ǁŽƌŬĞĚ�ǁŝƚŚ�&ƌĂƐĞƌ�DŝůŶĞƌ��ĂƐŐƌĂŝŶ�>>W�;ŶŽǁ��ĞŶƚŽŶƐ�>>WͿ�ĂŶĚ�ĨŽƌ��ŽƌĚĞŶ�>ĂĚŶĞƌ�
'ĞƌǀĂŝƐ�>>W�ŝŶ�ƚŚĞ�ĂƌĞĂƐ�ŽĨ�ĐŽƌƉŽƌĂƚĞ�ĂŶĚ�ĐŽŵŵĞƌĐŝĂů͕�ƐĞĐƵƌŝƟĞƐ�ĂŶĚ�ŵŝŶŝŶŐ�ůĂǁ͘ 

Dƌ͘�^ŝŶŐŚ�ƐĞƌǀĞƐ�ĂƐ�sŝĐĞ�WƌĞƐŝĚĞŶƚ͕�&ŝŶĂŶĐĞ�ŽĨ�ƚŚĞ��ŽŵƉĂŶǇ͘� WƌĞǀŝŽƵƐ�ƌŽůĞƐ�ŚĂǀĞ�ŝŶĐůƵĚĞĚ�
�ŚŝĞĨ�&ŝŶĂŶĐŝĂů�KĸĐĞƌ�Ăƚ��ƵƌŽƌĂ�ZĞƐŽƵƌĐĞ�DŝŶĞƌĂů�'ƌŽƵƉ�ŽĨ�ĐŽŵƉĂŶŝĞƐ�;<ĂŵŝŶĂŬ�'ŽůĚ�
�ŽƌƉŽƌĂƟŽŶ͕�<ŝǀĂůůŝƋ��ŶĞƌŐǇ��ŽƌƉŽƌĂƟŽŶ͕��ůƵĞƐƚŽŶĞ�ZĞƐŽƵƌĐĞƐ�>ƚĚͿ͕�ĂƐ�ǁĞůů�ĂƐ��ŽƌƉŽƌĂƚĞ�
�ŽŶƚƌŽůůĞƌ�ĨŽƌ�DĂŐŵĂ��ŶĞƌŐǇ��ŽƌƉ�ĂŶĚ�^ŝůǀĞƌ�^ƚĂŶĚĂƌĚ�ZĞƐŽƵƌĐĞƐ͘�WƌŝŽƌ�ƚŚĞƌĞƚŽ͕�ŚĞ�
ǁŽƌŬĞĚ�ǁŝƚŚ�<WD'�>>W�ĂŶĚ�DĂĐŬĂǇ�ĂŶĚ�WĂƌƚŶĞƌƐ��ŚĂƌƚĞƌĞĚ��ĐĐŽƵŶƚĂŶƚƐ�;ŶŽǁ��ƌŽǁĞ�
DĂĐ<ĂǇͿ�ŝŶ�ƚŚĞ�ĂƌĞĂƐ�ŽĨ�ƚĂǆ�ĂŶĚ�ĂƵĚŝƚ�ŽĨ�ƉƵďůŝĐ�ŵŝŶŝŶŐ�ĐŽŵƉĂŶŝĞƐ͘� 

Dƌ͘��Ğ��ƌŝƚŽ�ŚĂƐ�ƐĞƌǀĞĚ�ĂƐ��KK�ŽĨ�D�^��ƐŝŶĐĞ�ϮϬϭϰ͘� ,Ğ�ƉƌĞǀŝŽƵƐůǇ�ǁŽƌŬĞĚ�Ăƚ�ƚŚĞ�D�^��
ŽƉĞƌĂƟŽŶƐ�ĨƌŽŵ�ϭϵϴϰ�ƚŽ�ϭϵϵϲ�ŝŶ�ǀĂƌŝŽƵƐ�ĐĂƉĂĐŝƟĞƐ�ŝŶĐůƵĚŝŶŐ DŝŶĞ�WůĂŶŶŝŶŐ�DĂŶĂŐĞƌ�
ĂŶĚ �^K�;�ŚŝĞĨ�ŽĨ� ^ƚƌĂƚĞŐŝĐ� KĸĐĞͿ�ĂŶĚ�ŚĞůĚ�ƚŚĞ�ƌŽůĞ�ŽĨ��KK ƉƌĞǀŝŽƵƐůǇ�ĨƌŽŵ�ϮϬϬϲ�ƚŽ�
ϮϬϭϮ͘�Dƌ͘��ƌŝƚŽ͛Ɛ�ĞǆƉĞƌŝĞŶĐĞ�ĂůƐŽ�ŝŶĐůƵĚĞƐ�ŽƉĞƌĂƟŽŶĂů�ĂŶĚ�ŵĂŶĂŐĞŵĞŶƚ�ƌŽůĞƐ�ǁŝƚŚŝŶ�
sŽƚŽƌĂŶƟŵ�'ƌŽƵƉ�ĨƌŽŵ�ϭϵϵϳ�ƚŽ�ϮϬϬϱ͘ 



5(6(59(6�$1'�5(6285&(6 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϱ 

��DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ͗�D�^��DŝŶŝŶŐ��ŽŵƉůĞǆ 
��sĂůĞ�ĚŽ��ƵƌĂĕĄ͕��ĂŚŝĂ�^ƚĂƚĞ��ƌĂǌŝů� 

��DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ͗��ŽĂ��ƐƉĞƌĂŶಮĂ�WƌŽũĞĐƚ������ 
��WĂƌĄ�^ƚĂƚĞ��ƌĂǌŝů� 

���������ĞƉŽƐŝƚ WƌŽǀĞŶ WƌŽďĂďůĞ dŽƚĂů�WƌŽǀĞŶ�н�WƌŽďĂďůĞ 

  dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ 

  ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ 

��������WŝůĂƌ�hŶĚĞƌŐƌŽƵŶĚ Ϯ͕ϲϲϭ ϭ͘ϰϮй ϯϳ͘ϳ ϯ͕Ϯϱϵ Ϯ͘Ϯϳй ϳϰ͘Ϭ ϱ͕ϵϮϭ ϭ͘ϴϵй ϭϭϭ͘ϳ 

��������sĞƌŵĞůŚŽƐ�hŶĚĞƌŐƌŽƵŶĚ ϭ͕ϳϰϯ ϰ͘ϴϰй ϴϰ͘ϰ ϲϳϲ Ϯ͘ϯϳй ϭϲ͘Ϭ Ϯ͕ϰϭϵ ϰ͘ϭϱй ϭϬϬ͘ϰ 

��������^ƵƌƵďŝŵ�KƉĞŶ�Wŝƚ ϴ Ϭ͘ϱϰй Ϭ͘Ϭ ϭϴϮ Ϭ͘ϴϱй ϭ͘ϱ ϭϵϭ Ϭ͘ϴϰй ϭ͘ϲ 

��������dŽƚĂů�D�^���ŽŵƉůĞǆ ϰ͕ϰϭϯ Ϯ͘ϳϳй ϭϮϮ͘ϭ ϰ͕ϭϭϳ Ϯ͘ϮϮй ϵϭ͘ϲ ϴ͕ϱϯϬ Ϯ͘ϱϬй Ϯϭϯ͘ϳ 

���������ĞƉŽƐŝƚ WƌŽǀĞŶ WƌŽďĂďůĞ dŽƚĂů�WƌŽǀĞŶ�н�WƌŽďĂďůĞ 

  dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ 

  ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ 

���������ŽĂ��ƐƉĞƌĂŶಮĂ ϭϴ͕ϱϮϴ Ϭ͘ϵϲй ϭϳϴ͘ϭ ϵϳϱ Ϭ͘ϳϮй ϳ͘Ϭ ϭϵ͕ϱϬϯ Ϭ͘ϵϱй ϭϴϱ͘ϭ 

D�^��DŝŶŝŶŐ��ŽŵƉůĞǆ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�EŽƚĞƐ͗ 

ϭ͘ �īĞĐƟǀĞ��ĂƚĞ�ŽĨ��ĞĐĞŵďĞƌ�ϯϭ͕�ϮϬϭϳ͘ 
Ϯ͘ DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�ŝŶĐůƵĚĞĚ�ǁŝƚŚŝŶ�ƐƚĂƚĞĚ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ͘��ůů�ĮŐƵƌĞƐ�ŚĂǀĞ�ďĞĞŶ�ƌŽƵŶĚĞĚ�ƚŽ�ƌĞŇĞĐƚ�ƚŚĞ�ƌĞůĂƟǀĞ�ĂĐĐƵƌĂĐǇ�ŽĨ�ƚŚĞ�ĞƐƟŵĂƚĞƐ͘�^ƵŵŵĞĚ��ĂŵŽƵŶƚƐ�

ŵĂǇ�ŶŽƚ�ĂĚĚ�ĚƵĞ�ƚŽ�ƌŽƵŶĚŝŶŐ͘ 
ϯ͘ dŚĞ�DŝŶĞƌĂů�ZĞƐĞƌǀĞ�ĞƐƟŵĂƚĞƐ�ĂƌĞ�ƉƌĞƉĂƌĞĚ�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƚŚĞ��/D��ĞĮŶŝƟŽŶ�^ƚĂŶĚĂƌĚƐ�ŽŶ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ĂŶĚ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ͕�ĂŶĚ�ƚŚĞ��/D�

�ƐƟŵĂƟŽŶ�ŽĨ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ĂŶĚ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ��ĞƐƚ�WƌĂĐƟĐĞ�'ƵŝĚĞůŝŶĞƐ͕�ƵƐŝŶŐ�ŐĞŽƐƚĂƟƐƟĐĂů�ĂŶĚͬŽƌ�ĐůĂƐƐŝĐĂů�ŵĞƚŚŽĚƐ͕�ƉůƵƐ�ĞĐŽŶŽŵŝĐ�ĂŶĚ�ŵŝŶŝŶŐ�
ƉĂƌĂŵĞƚĞƌƐ�ĂƉƉƌŽƉƌŝĂƚĞ�ĨŽƌ�ƚŚĞ�ĚĞƉŽƐŝƚ͘�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�ĂƌĞ�ďĂƐĞĚ�ŽŶ�Ă�ůŽŶŐ-ƚĞƌŵ�ĐŽƉƉĞƌ�ƉƌŝĐĞ�ŽĨ�h^ΨϮ͘ϳϱ�ƉĞƌ�ƉŽƵŶĚ�;͞ůď͟Ϳ͕�ĂŶĚ�Ă�h^�͗�Z>�ĨŽƌĞŝŐŶ�ĞǆĐŚĂŶŐĞ�
ƌĂƚĞ�ŽĨ�ϯ͘ϮϬ͘�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�ĂƌĞ�ƚŚĞ�ĞĐŽŶŽŵŝĐ�ƉŽƌƟŽŶ�ŽĨ�ƚŚĞ�DĞĂƐƵƌĞĚ�ĂŶĚ�/ŶĚŝĐĂƚĞĚ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ͘�DŝŶĞƌĂů�ZĞƐĞƌǀĞ�ĞƐƟŵĂƚĞƐ�ŝŶĐůƵĚĞ�ŵŝŶŝŶŐ�ĚŝůƵƟŽŶ�
Ăƚ�ǌĞƌŽ�ŐƌĂĚĞ͘�DŝŶŝŶŐ�ĚŝůƵƟŽŶ�ĂŶĚ�ƌĞĐŽǀĞƌǇ�ĨĂĐƚŽƌƐ�ǀĂƌǇ�ĨŽƌ�ƐƉĞĐŝĮĐ�ƌĞƐĞƌǀĞ�ƐŽƵƌĐĞƐ�ĂŶĚ�ĂƌĞ�ŝŶŇƵĞŶĐĞĚ�ďǇ�ĨĂĐƚŽƌƐ�ƐƵĐŚ�ĂƐ�ĚĞƉŽƐŝƚ�ƚǇƉĞ͕�ĚĞƉŽƐŝƚ�ƐŚĂƉĞ͕�ƐƚŽƉĞ�
ŽƌŝĞŶƚĂƟŽŶ�ĂŶĚ�ƐĞůĞĐƚĞĚ�ŵŝŶŝŶŐ�ŵĞƚŚŽĚ͘� 

ϰ͘ &Žƌ�ĂĚĚŝƟŽŶĂů�ĚĞƚĂŝůƐ͕�ƉůĞĂƐĞ�ƌĞĨĞƌ�ƚŽ��ƌŽ͛Ɛ�ĮůŝŶŐƐ�ŽŶ�ǁǁǁ͘ƐĞĚĂƌ͘ĐŽŵ�ĨŽƌ�ƚŚĞ�sĂůĞ�ĚŽ��ƵƌĂĕĄ�dĞĐŚŶŝĐĂů�ZĞƉŽƌƚ�ƟƚůĞĚ�ϮϬϭϳ�hƉĚĂƚĞĚ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ĂŶĚ�
DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�^ƚĂƚĞŵĞŶƚƐ�ŽĨ�DŝŶĞƌĂĕĆŽ��ĂƌĂşďĂ͛Ɛ�sĂůĞ�ĚŽ��ƵƌĂĕĄ�DŝŶĞƌĂů��ƐƐĞƚƐ͕��ƵƌĂĕĄ�sĂůůĞǇ͕�ĚĂƚĞĚ�^ĞƉƚĞŵďĞƌ�ϳ͕�ϮϬϭϳ�ǁŝƚŚ�ĂŶ�ĞīĞĐƟǀĞ�ĚĂƚĞ�ŽĨ�:ƵŶĞ�ϭ͕�
ϮϬϭϳ͕�ƉƌĞƉĂƌĞĚ�ďǇ�ZƵďĞŶƐ�DĞŶĚŽŶĕĂ͕�D�ƵƐ/DD͕�ŽĨ�^Z<��ƌĂǌŝů͕�ĂŶĚ�WŽƌĮƌŝŽ��ĂďĂůĞŝƌŽ�ZŽĚƌŝŐƵĞƐ͕�D�/'͕�DĄƌŝŽ��ŽŶƌĂĚŽ�ZĞŝŶŚĂƌĚƚ͕�D�/'͕�&ĄďŝŽ�sĂůĠƌŝŽ�yĂǀŝĞƌ͕�
D�/'�ĂŶĚ��ĞƌŶĂƌĚŽ�,͘�͘�sŝĂŶĂ͕�D�/'͕�Ăůů�ŽĨ�'�Ϯϭ͕�ǁŚŽ�ĂƌĞ�ŝŶĚĞƉĞŶĚĞŶƚ�ƋƵĂůŝĮĞĚ�ƉĞƌƐŽŶƐ�ƵŶĚĞƌ�E/�ϰϯ-ϭϬϭ͘ 

 
�ŽĂ��ƐƉĞƌĂŶĕĂ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�EŽƚĞƐ͗ 

ϭ͘ �īĞĐƟǀĞ��ĂƚĞ�ŽĨ��ĞĐĞŵďĞƌ�ϯϭ͕�ϮϬϭϳ 
Ϯ͘ DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�ŝŶĐůƵĚĞĚ�ǁŝƚŚŝŶ�ƐƚĂƚĞĚ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ͘ 
ϯ͘ KƉĞŶ�Ɖŝƚ�ƌĞƐĞƌǀĞƐ�ĂƐƐƵŵĞ�ĨƵůů�ŵŝŶĞ�ƌĞĐŽǀĞƌǇ͘ 
ϰ͘ KƉĞŶ�Ɖŝƚ�ƌĞƐĞƌǀĞƐ�ĂƌĞ�ĚŝůƵƚĞĚ�ĂůŽŶŐ�ůŝƚŚŽůŽŐŝĐĂů�ďŽƵŶĚĂƌŝĞƐ�ĂŶĚ�ĂƐƐƵŵĞ�ƐĞůĞĐƟǀĞ�ŵŝŶŝŶŐ�ƵŶŝƚ�ŽĨ�Ϯ͘ϱ�ŵ�ǆ�Ϯ͘ϱ�ŵ�ǆ�ϱ�ŵ͘ 
ϱ͘ dŚĞ�ƐƚƌŝƉ�ƌĂƟŽ�ǁĂƐ�ĐĂůĐƵůĂƚĞĚ�ƚŽ�ďĞ�ϭ͘ϵϯ�;ǁĂƐƚĞ�ƚŽ�ŽƌĞͿ͘ 
ϲ͘ ZĞƐĞƌǀĞƐ�ĂƌĞ�ďĂƐĞĚ�ŽŶ�Ă�ƉƌŝĐĞ�ŽĨ�h^Ψϳ͕ϬϬϬͬƚ�>D���Ƶ�ƚŚƌŽƵŐŚŽƵƚ�ƚŚĞ�ůŝĨĞ�ŽĨ�ƚŚĞ�ŵŝŶĞ͘ 
ϳ͘ ZĞƐĞƌǀĞƐ�ĂƌĞ�ďĂƐĞĚ�ŽŶ�Ă�ĐƵƚ-Žī�ŐƌĂĚĞ�ŽĨ�Ϭ͘Ϯϴй��Ƶ͘ 
ϴ͘ DŝŶĞƌĂů�ZĞƐĞƌǀĞ�ƚŽŶŶĂŐĞ�ĂŶĚ�ĐŽŶƚĂŝŶĞĚ�ŵĞƚĂů�ŚĂǀĞ�ďĞĞŶ�ƌŽƵŶĚĞĚ�ƚŽ�ƌĞŇĞĐƚ�ƚŚĞ�ĂĐĐƵƌĂĐǇ�ŽĨ�ƚŚĞ�ĞƐƟŵĂƚĞ͘�^ƵŵŵĞĚ��ĂŵŽƵŶƚƐ�ŵĂǇ�ŶŽƚ�ĂĚĚ�ĚƵĞ�ƚŽ�ƌŽƵŶĚŝŶŐ͘ 
ϵ͘ �ŽŶƚĂŝŶĞĚ�ĐŽƉƉĞƌ�ŝƐ�ƌĞƉŽƌƚĞĚ�ĂƐ�ŝŶ-ƐŝƚƵ�ĂŶĚ�ĚŽĞƐ�ŶŽƚ�ŝŶĐůƵĚĞ�ƉƌŽĐĞƐƐ�ƌĞĐŽǀĞƌǇ͘ 
ϭϬ͘ dŚĞ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ�ĞƐƟŵĂƚĞ�ǁĂƐ�ĐĂůĐƵůĂƚĞĚ�ďǇ�ZƵďĞŶƐ�DĞŶĚŽŶĕĂ͕��^Đ͕�D��͕��ŚĂƌƚĞƌĞĚ�WƌŽĨĞƐƐŝŽŶĂů�DĞŵďĞƌ�ŽĨ�ƚŚĞ��ƵƐ/DD͕�DŝŶŝŶŐ�DĂŶĂŐĞƌ�ŽĨ�^Z<�

�ŽŶƐƵůƚŽƌĞƐ�ĚŽ��ƌĂƐŝů�ĂƐ�Ăƚ�ƚŚĞ�ĚĂƚĞ�ŽĨ�ƚŚĞ�ƌĞƉŽƌƚ�;ĐƵƌƌĞŶƚůǇ��ŝƌĞĐƚŽƌ�ŽĨ�WůĂŶĂŵŝŶĂƐͿ͕�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƚŚĞ�ƐƚĂŶĚĂƌĚƐ�ƐĞƚ�ŽƵƚ�ŝŶ��^�͕�E/�ϰϯ-ϭϬϭ�ĂŶĚ�ŐĞŶĞƌĂůůǇ�
ĂĐĐĞƉƚĞĚ��/D�͞�ƐƟŵĂƟŽŶ�ŽĨ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞ�ĂŶĚ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ��ĞƐƚ�WƌĂĐƟĐĞƐ͟�ŐƵŝĚĞůŝŶĞƐ͘ 

�ZK��KWW�Z�ϮϬϭϳ��EEh�>�Z�s/�t ϭϲ 

DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ͗��ŽĂ��ƐƉĞƌĂŶಮĂ�WƌŽũĞĐƚ������ 
WĂƌĄ�^ƚĂƚĞ��ƌĂǌŝů� 

������DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ͗�D�^��DŝŶŝŶŐ��ŽŵƉůĞǆ 
sĂůĞ�ĚŽ��ƵƌĂĕĄ͕��ĂŚŝĂ�^ƚĂƚĞ��ƌĂǌŝů� 

���������ĞƉŽƐŝƚ DĞĂƐƵƌĞĚ /ŶĚŝĐĂƚĞĚ dŽƚĂů�DĞĂƐƵƌĞĚ�н�/ŶĚŝĐĂƚĞĚ /ŶĨĞƌƌĞĚ 

  dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ 

  ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ 

��������WŝůĂƌ�hŶĚĞƌŐƌŽƵŶĚ ϭϬ͕ϲϲϵ ϭ͘ϰϵй ϭϱϵ͘ϯ ϲ͕ϰϬϮ Ϯ͘ϲϲй ϭϳϬ͘Ϯ ϭϳ͕Ϭϳϭ ϭ͘ϵϯй ϯϮϵ͘ϱ ϭ͕ϱϭϰ Ϯ͘ϰϲй ϯϳ͘Ϯ 

��������sĞƌŵĞůŚŽƐ�hŶĚĞƌŐƌŽƵŶĚ ϭ͕ϯϰϭ ϲ͘ϵϭй ϵϮ͘ϳ ϭ͕ϮϬϭ Ϯ͘ϰϬй Ϯϴ͘ϴ Ϯ͕ϱϰϭ ϰ͘ϳϴй ϭϮϭ͘ϱ Ϯ͕ϭϴϵ ϭ͘ϱϮй ϯϯ͘ϯ 

��������^ƵƌƵďŝŵ�KƉĞŶ�Wŝƚ ϭϯ Ϭ͘ϱϲй Ϭ͘ϭ Ϯϴϵ Ϭ͘ϵϰй Ϯ͘ϳ ϯϬϮ Ϭ͘ϵϮй Ϯ͘ϴ ϳϵ ϭ͘ϬϮй Ϭ͘ϴ 

��������ZϮϮt ϯϬϲ Ϭ͘ϱϰй ϭ͘ϳ Ϯ Ϭ͘ϳϵй Ϭ͘Ϭ ϯϬϴ Ϭ͘ϱϰй ϭ͘ϳ - - - 

��������dŽƚĂů�D�^���ŽŵƉůĞǆ ϭϮ͕ϯϮϵ Ϯ͘Ϭϲй Ϯϱϯ͘ϴ ϳ͕ϴϵϰ Ϯ͘ϱϲй ϮϬϭ͘ϳ ϮϬ͕ϮϮϮ Ϯ͘Ϯϱй ϰϱϱ͘ϱ ϯ͕ϳϴϮ ϭ͘ϴϵй ϳϭ͘ϯ 

���������ĞƉŽƐŝƚ DĞĂƐƵƌĞĚ /ŶĚŝĐĂƚĞĚ dŽƚĂů�DĞĂƐƵƌĞĚ�н�/ŶĚŝĐĂƚĞĚ /ŶĨĞƌƌĞĚ 

  dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ dŽŶŶĂŐĞ 'ƌĂĚĞ �ŽƉƉĞƌ 

  ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ ;ŬƚͿ ;й��ƵͿ ;ŬƚͿ 

��������^ƵůĮĚĞ ϰϭ͕ϬϬϬ Ϭ͘ϴϭй ϯϯϮ͘ϭ Ϯϲ͕ϭϳϬ Ϭ͘ϲϮй ϭϲϮ͘ϯ ϲϳ͕ϭϳϬ Ϭ͘ϳϯй ϰϵϬ͘ϯ ϭ͕ϯϱϬ Ϭ͘ϱϲй ϳ͘ϲ 

��������^ĞĐŽŶĚĂƌǇ�^ƵůĮĚĞ - - - - - - - - - Ϯ͕ϬϱϬ Ϭ͘ϲϵй ϭϰ͘ϭ 

��������dŽƚĂů��ŽĂ��ƐƉĞƌĂŶಮĂ ϰϭ͕ϬϬϬ Ϭ͘ϴϭй ϯϯϮ͘ϭ Ϯϲ͕ϭϳϬ Ϭ͘ϲϮй ϭϲϮ͘ϯ ϲϳ͕ϭϳϬ Ϭ͘ϳϯй ϰϵϬ͘ϯ ϯ͕ϰϬϬ ϭ͘ϴϴй Ϯϭ͘ϴ 

D�^��DŝŶŝŶŐ��ŽŵƉůĞǆ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�EŽƚĞƐ͗ 

ϭ͘ �īĞĐƟǀĞ��ĂƚĞ�ŽĨ��ĞĐĞŵďĞƌ�ϯϭ͕�ϮϬϭϳ͘ 
Ϯ͘ WƌĞƐĞŶƚĞĚ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ŝŶĐůƵƐŝǀĞ�ŽĨ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ͘��ůů�ĮŐƵƌĞƐ�ŚĂǀĞ�ďĞĞŶ�ƌŽƵŶĚĞĚ�ƚŽ�ƌĞŇĞĐƚ�ƚŚĞ�ƌĞůĂƟǀĞ�ĂĐĐƵƌĂĐǇ�ŽĨ�ƚŚĞ�ĞƐƟŵĂƚĞƐ͘�^ƵŵŵĞĚ�ĂŵŽƵŶƚƐ�

ŵĂǇ�ŶŽƚ�ĂĚĚ�ĚƵĞ�ƚŽ�ƌŽƵŶĚŝŶŐ͘ 
ϯ͘ �Ƶƚ-Žī�ǀĂůƵĞ�ŽĨ�Ϭ͘ϲϴй�ĐŽƉƉĞƌ�ĨŽƌ�ƵŶĚĞƌŐƌŽƵŶĚ�ƌĞƐŽƵƌĐĞƐ�ĂŶĚ�Ϭ͘ϭϴй�ĐŽƉƉĞƌ�ĨŽƌ�ŽƉĞŶ�Ɖŝƚ�ƌĞƐŽƵƌĐĞƐ�ďĂƐĞĚ�ŽŶ�ϮϬϭϱ�ŽƉĞƌĂƟŶŐ�ĐŽƐƚƐ�;ůĂƐƚ�ĨƵůů�ǇĞĂƌ�ŽĨ�ŽƉĞƌĂƟŽŶͿ͘ 
ϰ͘ DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ĞƐƟŵĂƚĞĚ�ďǇ�ŽƌĚŝŶĂƌǇ�ŬƌŝŐŝŶŐ�ŝŶƐŝĚĞ�ǀĂƌǇŝŶŐ�ďůŽĐŬ�ƐŝǌĞƐ�ďǇ�ĚĞƉŽƐŝƚ͘� 
 
�ŽĂ��ƐƉĞƌĂŶĕĂ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�EŽƚĞƐ͗ 

ϭ͘ �īĞĐƟǀĞ��ĂƚĞ�ŽĨ��ĞĐĞŵďĞƌ�ϯϭ͕�ϮϬϭϳ͘ 
Ϯ͘ WƌĞƐĞŶƚĞĚ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ŝŶĐůƵƐŝǀĞ�ŽĨ�DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ͘ 
ϯ͘ DŝŶĞƌĂů�ZĞƐŽƵƌĐĞ�ƚŽŶŶĂŐĞ�ĂŶĚ�ĐŽŶƚĂŝŶĞĚ�ŵĞƚĂů�ŚĂǀĞ�ďĞĞŶ�ƌŽƵŶĚĞĚ�ƚŽ�ƌĞŇĞĐƚ�ƚŚĞ�ĂĐĐƵƌĂĐǇ�ŽĨ�ƚŚĞ�ĞƐƟŵĂƚĞ͘�^ƵŵŵĞĚ�ĂŵŽƵŶƚƐ�ŵĂǇ�ŶŽƚ�ĂĚĚ�ĚƵĞ�ƚŽ�ƌŽƵŶĚŝŶŐ͘ 
ϰ͘ ZĞƐŽƵƌĐĞƐ�ĂƌĞ�ƐƚĂƚĞĚ�Ăƚ�Ă�ĐƵƚ-Žī�ŐƌĂĚĞ�ŽĨ�Ϭ͘Ϯй��Ƶ�ĂŶĚ�ĂƌĞ�ĨƵůůǇ�ĐŽŶƚĂŝŶĞĚ�ǁŝƚŚŝŶ�ĂŶ�ŽƉƟŵŝǌĞĚ�Ɖŝƚ�ƐŚĞůů͘ 
ϱ͘ ZĞƐŽƵƌĐĞƐ�ĂƌĞ�ďĂƐĞĚ�ŽŶ�Ă�ĐŽƉƉĞƌ�ƉƌŝĐĞ�ŽĨ�h^Ψϰ͘ϬϬͬůď͘ 
ϲ͘ dŚĞ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞƐ�ĞƐƟŵĂƚĞ�ǁĂƐ�ĐĂůĐƵůĂƚĞĚ�ďǇ�ZĂĨĂĞů�ZƵƐƐŽ�^ƉŽƐŝƚŽ͕�^ĞŶŝŽƌ�'ĞŽůŽŐŝƐƚ�ŽĨ�^Z<��ŽŶƐƵůƚŽƌĞƐ�ĚŽ��ƌĂƐŝů͕�ƐƵƉĞƌǀŝƐĞĚ�ďǇ�^Z<�WƌŝŶĐŝƉĂů�ZĞƐŽƵƌĐĞ�

'ĞŽůŽŐŝƐƚ��ĂƌůŽƐ��ĠƐĂƌ��ĂƌďŽƐĂ͕�ŝŶ�ĂĐĐŽƌĚĂŶĐĞ�ǁŝƚŚ�ƚŚĞ�ƐƚĂŶĚĂƌĚƐ�ƐĞƚ�ŽƵƚ�ŝŶ��^�͕�E/�ϰϯ-ϭϬϭ�ĂŶĚ�ŐĞŶĞƌĂůůǇ�ĂĐĐĞƉƚĞĚ��/D�͞�ƐƟŵĂƟŽŶ�ŽĨ�DŝŶĞƌĂů�ZĞƐŽƵƌĐĞ�ĂŶĚ�
DŝŶĞƌĂů�ZĞƐĞƌǀĞƐ��ĞƐƚ�WƌĂĐƟĐĞƐ͟�ŐƵŝĚĞůŝŶĞƐ͘� 

ϳ͘ &Žƌ�ĂĚĚŝƟŽŶĂů�ĚĞƚĂŝůƐ͕�ƉůĞĂƐĞ�ƌĞĨĞƌ�ƚŽ��ƌŽ͛Ɛ�ĮůŝŶŐƐ�ŽŶ�ǁǁǁ͘ƐĞĚĂƌ͘ĐŽŵ�ĨŽƌ�ƚŚĞ���ŽĂ��ƐƉĞƌĂŶĕĂ�ƚĞĐŚŶŝĐĂů�ƌĞƉŽƌƚ�ƟƚůĞĚ�&ĞĂƐŝďŝůŝƚǇ�^ƚƵĚǇ�dĞĐŚŶŝĐĂů�ZĞƉŽƌƚ�ĨŽƌ�ƚŚĞ��
�ŽĂ��ƐƉĞƌĂŶĕĂ��ŽƉƉĞƌ�WƌŽũĞĐƚ͕�WĂƌĄ�^ƚĂƚĞ͕��ƌĂǌŝů͕�ĚĂƚĞĚ�^ĞƉƚĞŵďĞƌ�ϳ͕�ϮϬϭϳ�ǁŝƚŚ�ĂŶ�ĞīĞĐƟǀĞ�ĚĂƚĞ�ŽĨ�:ƵŶĞ�ϭ͕�ϮϬϭϳ͕�ƉƌĞƉĂƌĞĚ�ďǇ��ĂƌůŽƐ��ĂƌďŽƐĂ͕�D�ƵƐ/DD͕�
ZƵďĞŶƐ�DĞŶĚŽŶĕĂ͕�D�ƵƐ/DD͕�ĂŶĚ�'ŝŽƌŐŝŽ�Ěŝ�dŽŵŝ�D�ƵƐ/DD�ŽĨ�^Z<��ƌĂǌŝů�ǁŚŽ�ĂƌĞ�Ăůů�ƋƵĂůŝĮĞĚ�ƉĞƌƐŽŶƐ�ƵŶĚĞƌ�E/�ϰϯ-ϭϬϭ͘ 
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
 
This Management’s Discussion and Analysis (“MD&A”) has been prepared as at March 28, 2018 for the year ended 
December 31, 2017. This MD&A should be read in conjunction with the audited consolidated financial statements 
of Ero Copper Corp. (“Ero” or “the Company”) as at, and for the year ended December 31, 2017, and related notes 
thereto. The Company’s audited consolidated financial statements are prepared in accordance with International 
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (the “IASB”). All 
dollar amounts are expressed in US dollars (“US”) and tabular amounts are expressed in thousands of US dollars, 
unless otherwise indicated. References to “$” or “dollars” are to US dollars, references to “C$” are to Canadian 
dollars and references to “R$” are to Brazilian Reais.  
 
This MD&A contains “forward‐looking information” that is subject to risk factors set out in a cautionary note 
contained at the end of this MD&A.  The Company cannot assure investors that such information will prove to be 
accurate, and actual results and future events may differ materially from those anticipated in such information. 
The results for the periods presented are not necessarily indicative of the results that may be expected for any 
future period. Investor are cautioned not to place undue reliance on this forward-looking information.  All 
information contained in this MD&A is current and has been approved by the Board of Directors of the Company 
as of March 28, 2018, unless otherwise stated. 
 
BUSINESS OVERVIEW 

Ero, headquartered in Vancouver, B.C., is a mining company focused on the production and sale of copper from 
its Vale do Curaçá Property, located in Bahia, Brazil.  On October 19, 2017, the Company completed an initial 
public offering (“IPO”)  and its common shares became publicly traded on the Toronto Stock Exchange under the 
symbol “ERO”.  
 
The Company’s primary asset is a 99.6% interest in the Brazilian copper mining company, Mineração Caraíba S.A. 
(“MCSA”), 100% owner of the Vale do Curaçá Property with over 37 years of operating history in the region.  The 
Company currently mines copper ore from the Pilar underground and the Surubim open pit mines and is 
completing the construction of the new high-grade Vermelhos copper mine.  In addition to the Vale do Curaçá 
Property, MCSA owns 100% of the Boa Esperanҫa development project, an IOCG-type copper project located in 
Pará, Brazil. The Company also owns, directly and indirectly thru MCSA, 97.6% of NX Gold S.A., a small producing 
gold mine in Mato Grosso State, Brazil.  
 
Additional information on the Company and its operations, including Technical Reports on both the Vale do Curaçá 
and Boa Esperanҫa properties, can be found on the Company’s website (www.erocopper.com) and on SEDAR 
(www.sedar.com). 
 
 
  

http://www.sedar.com/
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HIGHLIGHTS 

  

 
  
 
2017 Annual Highlights 

2017 was a highly transformational year for the Company and its shareholders. Notable highlights of 2017 include: 

Successful execution of key corporate initiatives 

• Completion of the Company’s IPO on the Toronto Stock Exchange, raising sufficient funds to effect the 
Company’s growth strategy in the Curaçá Valley.  

o Issued an aggregate of 13.5 million common shares at C$4.75 per common share, for total gross 
proceeds of approximately $50.9 million including the fully exercised over-allotment option. 
Proceeds were subject to 6% fee payable to underwriters. 

o Commenced trading under the stock symbol “ERO” on October 19, 2017. 

 

3 months ended 3 months ended Year ended Period ended
December 31, 

2017
December 31, 

2016(1)
December 31, 

2017
December 31, 

2016(1)

Operating Information

Copper (MCSA Operations)

Ore Processed (tonnes) 452,371 n/a 1,771,209 n/a

Grade (% Cu) 1.36 n/a 1.31 n/a

Cu Production (tonnes) 5,334 n/a 20,133 n/a

Cu Production (lbs) 11,759,857 n/a 44,384,986 n/a
Cu Sold in Concentrate (tonnes) 5,448 n/a 19,719 n/a
Cu Sold in Concentrate (lbs) 12,010,770 n/a 43,472,902 n/a

C1 Cash cost of copper produced (per lb)(2) 1.54                       n/a 1.45                       n/a

Financial information ($millions, except per share amounts)

Revenues $37.8  n/a $115.4 n/a

Gross profit $5.8  n/a $12.9 n/a

EBITDA $31.4 ($2.2) $52.9 ($2.2)

Adjusted EBITDA $12.0 ($5.4) $28.2 ($5.4)

Cash flow from (used in) operations $11.2 ($8.6) $21.2 ($8.7)

Net income (loss) attributable to owners of the Company $19.5 ($2.7) $22.5 ($3.0)
Net income (loss) per share attributable to owners of the 
Company                         

- Basic 0.28$                     (0.19)$                    0.40$                     (0.44)$                    

- Diluted 0.24$                     (0.19)$                    0.34$                     (0.44)$                    

Cash and Cash Equivalents $51.1 $18.3 $51.1 $18.3

Working Capital (Deficit)(2) $42.6 ($129.3) $42.6 ($129.3)

Net Debt(2) ($85.9) ($143.8) ($85.9) ($143.8)

Footnotes
[1] - Ero was incorporated on May 16, 2016.  MCSA was acquired December 12, 2016.  Operations did not commence until 1st quarter of 2017.
[2] - EBITDA, Adjusted EBITDA, Net Debt, Working capital, and C1 Cash cost of copper produced (per lb) are non-IFRS measures - see page 24 of this MD&A 
for a discussion of non-IFRS measures.
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• Reduced consolidated total debt by $25.6 million via the purchase, at a discount, of senior secured notes 
held by the Company’s subsidiary, MCSA, with a face amount of US$75.6 million. The Company financed 
the purchase with a new $50 million senior secured non-revolving credit facility.  

Strong full-year operating & financial performance 

• Successful full restart of MCSA’s mining and processing operations in February of 2017. 

• Mined a total of 1.8 million tonnes of ore grading 1.30% copper, comprised of 804.8 thousand tonnes 
(“kt”) grading 2.16% copper from the Pilar underground mine and 994.8kt grading 0.60% copper from 
open pit operations. 

• Processed a total of 1.8 million tonnes of ore grading 1.31% copper, producing 20,133 tonnes of copper 
after average metallurgical recoveries of 86.8%.  

• Announced accelerated timeline for commissioning the high-grade Vermelhos Mine to fourth quarter of 
2018 from the previously forecast start-up during the first quarter of 2019.   

o Completed 1,717 meters of total development at the Vermelhos Mine during 2017, including 841 
meters of primary ramp development in support of the accelerated schedule. 

• Achieved C1 Cash Costs of $1.45 per lb. of copper generating $52.9 million in EBITDA and $28.2 million in 
adjusted EBITDA during the twelve month period ended December 31, 2017. 

• Total cash flow from operations of $21.2 million and net income attributable to the owners of the 
Company of $22.5 million ($0.34  per share on a diluted basis). 

Significant expansion of exploration efforts 

• Staffed and mobilized 13 drill rigs to the Vale do Curaçá Property as of December 31, 2017 in support of 
our significant and expanding exploration efforts throughout the Curaçá Property (2 additional drill rigs 
staffed and mobilized to site subsequent to December 31, 2017). 

 

Fourth Quarter Highlights 

Strong operating performance 

• Mined a total of 444.3 kt of ore grading 1.36% copper, comprised of 225.0 kt grading 2.03% copper from 
the Pilar underground mine and 219.3kt grading 0.68% copper from the Surubim open pit mine. 

• Processed 452.4 kt of ore grading 1.36% copper at average metallurgical recoveries of 86.9%. 

• Fourth quarter production of 5,334 tonnes of copper at C1 Cash Costs of $1.54 per lb. of copper generating 
$31.4  million in EBITDA and $12.0 million in adjusted EBITDA during the period. 

Reduction in consolidated total debt 

• During the fourth quarter, the Company purchased at a discount senior secured notes of the Company’s 
subsidiary, MCSA, with the face amount of $75.6 million. The Company financed the purchase through a 
$50 million senior secured non-revolving credit facility with The Bank of Nova Scotia and recognized a 
$25.6 million reduction in total consolidated debt. Please refer to the Company’s press release dated 
December 21, 2017 for additional information. 

• A significantly improved net debt position from the previous year, now $85.9 million as result of the debt 
repurchase and proceeds from the IPO. 

 



 

21 
 

|   ERO COPPER 2017 ANNUAL REVIEW 

Improving operating cash flows, liquidity and working capital positions 

• Cash flow from operations of $11.2 million and net income attributable to the owners of $19.5 million 
($0.24 net income per share on a diluted basis). 

• Ended the fourth quarter with strong liquidity position of $51.1 million in cash and cash equivalents, $2.2 
million in restricted cash and working capital of $42.6 million.  

 

BUSINESS ACQUISITIONS 

On December 12, 2016, the Company obtained control of MCSA and NX Gold by acquiring an approximately 85% 
and a 28% interest therein, respectively (collectively, the “Acquisitions”) .  Although the Company only acquired 
an approximately 28% economic interest in NX Gold, by virtue of a shareholders’ agreement among the Company 
and the shareholder vendors of NX Gold, the composition of the board of directors of NX Gold, and the Articles of 
Incorporation of NX Gold, the Company obtained control over all key operating, financing and investing activities 
of NX Gold.  Accordingly, the Company has consolidated the accounts of NX Gold. Since certain vendors of NX Gold 
were also vendors of MCSA with respect the Company’s acquisitions of interests in NX Gold and MCSA on 
December 12, 2016, and since such acquisitions were contemplated as part of the same transaction, for 
accounting purposes, the acquisitions are considered as a single acquisition and have been accounted for as a 
business combination.  The Company’s acquisition of MCSA is in line with its strategy to become a leading mid-
tier copper producer through organic growth and disciplined acquisitions. The cash consideration paid in 
connection with the acquisitions was nominal and the Company agreed to assume all of the loans and borrowing 
and other obligations of MCSA and NX Gold in connection therewith. 
 
As at December 31, 2016, the allocation of the purchase price to the fair value of the assets and liabilities was 
preliminary.  During the year ended December 31, 2017, the Company completed the final purchase price 
allocation, including the valuation of its mineral resources beyond proven and probable reserves and the 
assessment of certain deferred tax balances.  As a result of the final assessments, certain comparative information 
as at December 31, 2016 has been recast to reflect the final adjustments.   The final purchase price allocation, 
based on estimated fair value of the identifiable assets acquired and liabilities assumed on December 12, 2016, 
are as follows: 
 

 

Final
Cash and cash equivalents  $            131 
Accounts receivable 90
Inventories 4,939
Other current assets 6,145
Mineral property, plant and equipment 230,482
Exploration and evaluation assets 25,745
Deposits 1,975
Other non-current assets 592
Assets held for sale 24,711
Accounts payable and accrued liabilities (27,616)
Value added, payroll and other taxes (34,373)
Loans and borrowings (160,632)
Provisions (28,135)
Other non-current liabilities (928)
Deferred income tax liabilities (18,415)
Liabilities related to assets held for sale (24,711)       
Net  $               -   
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The majority of the fair value of identifiable assets acquired in respect of NX Gold relate to mineral property, plant 
and equipment and inventory.  The majority of the fair value of identifiable liabilities assumed in respect of NX 
Gold relate to accounts payable and accruals, loans, borrowings and provisions. 
 
The Company intends to dispose of NX Gold  as it is not within its core copper business.  Accordingly, the assets 
and liabilities of NX Gold acquired by the Company are presented as assets held for sale and liabilities related to 
assets held for sale, and subsequent results of operations as discontinued operations. 
 
Mineral properties were valued using a discounted cash flow model using expected future cash flows to be 
generated by the mine over its remaining life, based on proven and probable mineral reserves.  Copper prices 
used to estimate revenues ranged from US$2.35 per pound to US$2.90 per pound for the forecast period. The 
cash flows were discounted using a discount rate of 13.9%.  Mineral resources were valued based on identified 
resources and $0.03 per pound of in situ copper based on market transactions for similar properties. 
 

The fair value of the majority of the plant and equipment was determined using the depreciated replacement cost 
method which estimates the current replacement costs and adjust this amount for physical depreciation and 
functional and technological obsolescence.  Where an active market was available for certain of these assets, the 
fair market value of these assets in active markets was used. 
 
The fair value of the exploration and evaluation assets acquired was determined based on the identified mineral 
resources and $0.03 per pound of in situ copper based on market transactions for similar properties. 
 

The fair value of debt facilities and certain other long term liabilities was estimated using the expected cash flows 
discounted at market rates of interest for comparable instruments adjusted for the estimated credit risk of MCSA.  
Such discount rates ranged from 7% – 20% depending on the instrument, the term of the debt, security and other 
factors.  Certain of the creditors of MCSA agreed to split amounts outstanding into Class A and B notes (see note 
10 of the Company’s December 31, 2017 audited consolidated financial statements) with the Class B notes 
repayable only if, among other things, the Class A notes are not repaid in accordance with the restructured 
agreements. On the date of the Acquisitions, the Company expected that, based on estimated cash flows, it would 
be able to repay the Class A notes and meet the other conditions specified in the restructured agreements and no 
repayment of the Class B notes would be required.  Accordingly, the fair value of the Class B notes was determined 
to be nil.  
 

As the fair value of the net assets and liabilities acquired was nil, no non-controlling interest resulted on the 
Acquisitions. 
 
In June 2017, the Company acquired an additional 10,952,276,044 shares of MCSA, increasing its ownership 
interest in MCSA to 99.5%, by subscribing to shares issued from treasury for $34.3 million.  In August 2017, MCSA 
acquired 1,938,143,830 shares of NX Gold, increasing the Company’s direct and indirect ownership  interest in NX 
Gold to 97.6%, by converting their intercompany loans into common shares.  In December 2017, the Company 
acquired an additional 2,496,041,356 shares of MCSA, increasing its ownership interest in MCSA to 99.6%, by 
subscribing to shares issued from treasury for $22.6 million.   
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REVIEW OF OPERATIONS 

Mineração Caraíba S.A. 

          – Vale do Curaça Property, Brazil: 

 

 
         
Operational Update 
 
At the Vale do Curaçá Property, within the Pilar District, the Pilar Mine has continued to outperform production 
expectations during the three and twelve-month periods ended December 31, 2017.  Copper production for the 
three and twelve-month periods ended December 31, 2017 were 5,334 and 20,133 tonnes at C1 cash costs of 
copper produced of $1.54 and $1.45 per lb., respectively.  The Company exceeded its 2017 production forecasts 
by over 1,100 tonnes of copper while keeping costs largely in-line with expectations after accounting for additional 
open pit material (reducing blended mill grade) and fluctuations in local currencies. Fourth quarter results reflect 
the third full quarter of production as the mine was re-commissioned during the first quarter of 2017 and only 
recorded first production in February 2017 (not a full three months). 
In the Vermelhos District, also within the Curaçá Property, the development rate of the Vermelhos Mine continued 
to outpace previously envisioned timelines. Total development during the three-month period ended December 
31, 2017 was 821 meters consisting of 306 meters of primary ramp development, 445 meters of secondary 
development and 71 meters of auxiliary ramp development accessing the UG1 Target.  Development has been 
completed to the top of the first production level of the main Vermelhos ore body.  Key milestones remaining 
prior to first production, consisting predominately of: release of the mining licence, road construction, completion 
of surface infrastructure and equipment delivery for purchased equipment are all anticipated prior to the fourth 
quarter of 2018 
 
Exploration drilling throughout 2017 has predominately been focused on known extensions of mineralization 
within the three primary mineral districts of the Curaçá Valley of Pilar, Surubim and Vermelhos.   At the Pilar 
District, drilling is focused on delineating additional mineral resources within the Deepening Extension and 
evaluating exploration targets to the north and northwest of current underground mine (the “North Extension”) 
where several significant intercepts, including a new discovery highlighted by the recently announced intercept  

3 months ended 3 months ended Year ended Period ended
December 31, 

2017
December 31, 

2016(1)
December 31, 

2017
December 31, 

2016(1)

Operating Information

Copper (MCSA Operations)

Ore Processed (tonnes) 452,371 n/a 1,771,209 n/a

Grade (% Cu) 1.36 n/a 1.31 n/a

Cu Production (tonnes) 5,334 n/a 20,133 n/a

Cu Production (lbs) 11,759,857 n/a 44,384,986 n/a

Concentrate Grade (% Cu)                         35.2 n/a                         35.2 n/a

Recovery (%)                         86.9 n/a                         86.8 n/a

Concentrate Sales (tonnes) 15,577 n/a 56,341 n/a
Cu Sold in Concentrate (tonnes) 5,448 n/a 19,719 n/a
Cu Sold in Concentrate (lbs) 12,010,770 n/a 43,472,902 n/a

C1 Cash cost of copper produced (per lb)(2) 1.54                       n/a 1.45                       n/a

Footnotes
[1] - Ero was incorporated on May 16, 2016.  MCSA was acquired December 12, 2016.  Operations did not commence until 1st quarter of 2017.
[2] - C1 Cash cost of copper produced (per lb) is a non-IFRS measure - see page 24 of this MD&A for a discussion of non-IFRS measures.
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of 43.1 meters grading 1.70% copper including 19.0 meters at 2.49% copper.  The newly discovered zone is in 
close proximity to the current reserves and scheduled mining area of P1P2NE.  Drilling at the Surubim district, 
located approximately 40 kilometers to the north of the Caraíba mill complex and which includes the Surubim 
open pit mine, is focused on infill and extension drilling adjacent to the Surubim mine.  

Exploration activities at the Vermelhos district, located approximately 80 kilometers to the north of the Caraíba 
mill complex and comprises the high-grade Vermelhos mine currently under construction, is currently focused on 
upgrading mineral resources and definition drilling for mine planning as well as evaluating copper oxide potential 
of the district. Infill drilling of the Vermelhos mine has continued to confirm the high-grade nature of the mineral 
resources with several significant results including 15.8 meters grading 8.84% copper.  As the infill drill program 
of the Vermelhos mine nears completion, drilling will refocus towards exploration of new targets to the immediate 
east and west of the known mineral resources and reserves as well as down dip extensions of the main Vermelhos 
ore bodies to the north.  

The Company is in the process of initiating a 24,000 line-kilometer airborne geophysical survey of the Curaçá 
Valley targeting high-grade mineralization.  The survey, comprising both electromagnetic and gravity systems, is 
expected to begin during the first quarter of 2018 and be completed within approximately four months.  Data 
processing will begin with the start of the program.   

Please refer to the Company’s press releases dated November 9, 2017 and February 22, 2018 for additional 
information related to the exploration activities of the Company. 

 
Financial Update 
 
During the fourth quarter the Company completed an initial public offering of its common shares, pursuant to 
which it issued an aggregate of 13,492,317 common shares (including 3,492,317 common shares issued in 
connection with the full exercise of the over-allotment option by the underwriters of the initial public offering) at 
C$4.75 per common share, for total gross proceeds of approximately $50.9 million. A fee equal to 6% of the gross 
proceeds of the initial public offering was paid to the underwriters and other transaction costs were approximately 
$2.1 million.  In addition, a total of 9,116,338 warrants were exercised for an equivalent number of common 
shares at $1.20 per common share for gross proceeds of $10.9 million during the quarter. 

During the fourth quarter, the Company purchased at a discount senior secured notes held by the Company’s 
subsidiary, MCSA, with the face amount of $75.6 million. The Company financed the purchase through a $50 
million senior secured non-revolving credit facility with The Bank of Nova Scotia and recognized a $25.6 million 
reduction in total consolidated debt. Please refer to the Company’s press release dated December 21, 2017 for 
additional information. 

Subsequent to December 31, 2017 the Company issued a redemption notice for the $2.75 million convertible 
notes that were outstanding at year-end.  All of the noteholders elected to convert into common shares, resulting 
in the issuance of 4,059,450 common shares. In addition, 1,014,861 warrants were issued as a result of the 
conversion and these were exercised for an equivalent number of common shares at $1.20 per common share for 
gross proceeds of $1.2 million. 
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2018 Outlook 
 
The Company’s  production, cash cost and capital expenditure guidance for 2018 is outlined below and detailed 
in the Company’s press release dated January 9, 2018.   

 

 2018[1] 
Tonnes Processed Sulphides 2,000,000 
Copper Grade (% Cu) 1.50% 
Copper Recovery (%) 86.0% 
Cu Production Guidance (tonnes) 25,500 – 27,500 
C1 Cash Cost Guidance (US$/lb)[2] $1.30 – $1.40  

Footnotes: 
[1] - Guidance is based on certain estimates and assumptions, including but not limited to, mineral reserve estimates, grade and 

continuity of interpreted geological formations and metallurgical performance. Please refer to the Company’s SEDAR filings for 
complete risk factors. 

[2] - C1 Cash Costs of copper produced (per lb.) is a non-IFRS measures – see page 24 of this MD&A for a discussion of non-IFRS measures. 
 
Production for the year is heavily weighted towards the second half of the year in part due to the commissioning 
of the Vermelhos Mine, currently anticipated during the fourth quarter, as well as Pilar and Surubim mine 
sequencing.  Cash cost guidance for 2018 assumes a USD:BRL foreign exchange rate of 3.20, gold price of US$1,250 
per ounce and silver price of US$17.50 per ounce. C1 Cash Cost guidance has been updated to include treatment 
and refining charges (“TC/RCs”), offsite transportation costs and certain tax benefits that are passed through to 
customers on invoicing.  These adjustments were not included in prior C1 Cash Cost disclosure.  
 
The Company’s capital expenditure guidance for 2018 reflect the acceleration of the Vermelhos mine and a 
significant expansion of the Company’s 2017 exploration programs.  Additional investments in the Pilar 
underground mine and supporting infrastructure are being made during 2018 in preparation for a longer mine life 
than previously envisioned. 
 

($US millions) 2018 
Pilar Mine  $39.0 
Vermelhos 36.0 
Exploration & Drilling [1] 20.0 
Boa Esperanҫa 1.0 
Capital Expenditure Guidance $96.0 

Footnotes: 
[1] - Exploration & drilling capital expenditure guidance is dependent, in part, on future exploration success and subject to further review 

and revision 
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Boa Esperança, Brazil  

While no significant expenditures were incurred related to the advancement of the Boa Esperanҫa property during 
2017 beyond maintaining permits and licenses in good standing, a full review of the feasibility study is currently 
being performed with a goal of significantly extending the mine life and increasing copper production among other 
desktop optimization initiatives.  
 
NX Gold S/A, Brazil  

The NX Gold Property, located in Mato Grosso State, Brazil, is comprised of a single mining concession and various 
exploration concessions from which the Company currently produces gold. The Company intends to dispose of its 
interest in NX Gold in the next year as it is not within its core copper business.  Accordingly, the assets and liabilities 
of NX Gold are classified as assets and liabilities held for sale.  
 
REVIEW OF FINANCIAL RESULTS 

The following table provides a summary of the financial results of the Company for the year ended December 31, 
2017 and for the period from incorporation on May 16, 2016 to December 31, 2016.  Tabular amounts are in 
thousands of US dollars, except share and per share amounts. 



 

27 
 

|   ERO COPPER 2017 ANNUAL REVIEW 

  
 

Notes

Revenue 1 115,445$                  -$                                  
Cost of product sold 2                  ( 100,282 ) -                                    
Sales expenses                       ( 2,218 ) -                                    
Gross profit                        12,945 -                                    

Expenses
General and administrative 3 (20,505) (1,844)
Care and maintenance 4 -                             (3,687)

Loss before the understated (7,560)                        (5,531)                               

Other income (expenses)
Finance income 2,080                         37                                      
Finance expense 5 (18,988)                     (1,409)                               
Foreign exchange gain (loss) 6 (4,101)                        3,258                                
Gain on debt settlement 7 28,727                       -                                    
Other income 1,788                         137                                   

Loss before income taxes 1,946                         (3,508)                               

Income tax recovery
   Current income tax (269)                           -                                    

Deferred income tax recovery 8 16,614                       121                                   
Net income (loss) from continuing operations 18,291                       (3,387)                               

Loss from discontinued operations 9 (807)                           (65)                                    
Net income (loss) for the period 17,484                       (3,452)                               

Other comprehensive income (loss)
Foreign currency translation gain (loss) (973) 8                                        

Comprehensive income (loss) 16,511$                    (3,444)$                             

Net income (loss) attributable to:
Owners of the Company 22,466                       (3,046)                               
Non-controlling interests (4,982)                        (406)                                  

17,484$                    (3,452)$                             

Comprehensive income (loss) attributable to:
Owners of the Company 21,497                       (3,039)                               
Non-controlling interests (4,986)                        (405)                                  

16,511$                    (3,444)$                             

Income (loss) per share attributable to owners of the Company
Income (loss) per share from continuing operations

Basic   0.36$                         (0.44)$                               
Diluted 0.31$                         (0.44)$                               

Income per share from discontinued operations
Basic 0.04$                         -$                                  
Diluted 0.03$                         -$                                  

Net income (loss) per share 
Basic 0.40$                         (0.44)$                               
Diluted 0.34$                         (0.44)$                               

Weighted average number of common shares outstanding
Basic 56,252,358 6,932,086
Diluted 66,003,387 6,932,086

(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

Year ended 
December 31, 2017

Period ended December 
31, 2016(1)
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Notes: 
1. Revenues for the year ended December 31, 2017 include the sale of 19,719 copper tonnes in concentrate.   

Sales commenced in February 2017. 
2. Costs of product sold for the year ended December 31, 2017 includes $32.7 million in depreciation and 

depletion, $28.7 million in salaries and benefits, $11.7 million in contractor services, $11.7 million in materials 
and consumables, $8.3 million in maintenance costs, $6.5 million in utilities costs, and $0.7 million in other 
costs. 

3. General and administrative expenses for the year ended December 31, 2017 include $14.1 million with respect 
to MCSA, and $6.4 million with respect to the corporate head office in Vancouver.  Costs at MCSA primarily 
comprised of $3.0 million in salaries, $2.0 million in professional fees, $4.4 million in office and sundry costs 
and $4.8 million in regards to provisions for legal, tax and labour claims. Corporate head office costs are 
primarily comprised of $4.3 million in salaries, short term cash incentives and share based compensation, $0.7 
million in professional fees and $0.8 million in travel and conferences, and $0.5 million in office and sundry 
costs.  

4. In the comparative period the Company incurred $3.7 million in care and maintenance expenses associated 
with MCSA’s mining operations from the date of acquisition to December 31, 2016.  Mining re-commenced in 
the first quarter of 2017. 

5. Finance expense for the year ended December 31, 2017 include $18.1 million with respect to MCSA, and $0.9 
million with respect to the corporate head office in Vancouver.  MCSA costs are primarily comprised of interest 
on loans and borrowings of $14.4 million, accretion of purchase price adjustments to the fair value of certain 
liabilities and accretion of mine closure and rehabilitation provision of $2.7 million, and $1.0 million of  other 
finance related costs.  Corporate head office costs consisted of $0.7 million on financing fees, and $0.2 million 
of interest on loan.  Finance expenses for the comparative period was $1.4 million, reflecting less then one 
months interest. 

6. The foreign exchange loss is primarily associated with US dollar denominated loans and borrowing in MCSA, 
where the functional currency is the Brazilian Real.  For the year ended December 31, 2017, the loss was  $4.1 
million, whereas in the comparative period a gain of $3.3 million was recorded. 

7. The gain on settlement of debt for the quarter ended December 2017, resulted when a Canadian financial 
institution purchased certain of MCSA’s secured bank loans with a total carrying value of $76.3 million.  The 
Company then entered into an arrangement with the Canadian financial institution whereby the Company 
acquired the rights to any and all payments of interest and principal that MCSA makes to the Canadian 
financial institution over the term of the loans acquired by the Canadian financial institution.  These rights 
that the Company acquired constitute settlement of certain of MCSA’s secured bank loans.  The Company 
acquired these rights for $47.6 million, resulting in a gain on debt settlement of $28.7 million. 

8. The deferred income tax recovery of $16.6 million is primarily the result of a tax amnesty program in Brazil 
that MCSA gained approval to participate in which allowed MCSA to offset part of certain previous accrued 
taxes payable with the use of non-capital loss carry-forward balances.  As the income tax loss carry forwards 
utilized were not previously recognized, the Company recognized a deferred tax recovery of $16.2 million in 
the year related to the losses used.   

9. Loss from discontinued operations for the year ended December 31, 2017 was $0.8 million from NX Gold, 
compared to a loss of $0.1 million in the prior year.  
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The following table provides a summary of the financial results of the Company for the three-month periods ended 
December 31, 2017 and 2016.   Tabular amounts are in thousands of US dollars, except share and per share 
amounts. 

   
 

Three Months ended Three Months ended
December 31, 2017 December 31, 2016

Revenue 37,818$                          (1)  -$                            
Cost of goods sold (31,453)                           (2)  -                              
Sales expenses (583)                                 -                              
Gross Profit 5,782                              -                              

Expenses
  General and administrative (9,044)                             (3)  (1,502)                         
  Care and maintenance -                                   (3,687)                         
Loss before the understated (3,262)                             (5,189)                         

Other income (expenses)
  Finance income 696                                  37                                
  Finance expense (1,743)                             (4)  (1,409)                         
  Foreign exchange (9,292)                             (5)  3,258                          
  Gain on debt settlement 28,727                            (6)  -                              
  Other income 416                                  137                             
Income (loss) before income taxes 15,542                            (3,166)                         
Current income tax (269)                                 -                              
Deferred income tax recovery 862                                  121                             
Net income (loss) from continuing operations 16,135                            (3,045)                         
Income (loss) from discontinued operations 3,346                               (7)  (65)                              
Net Income (loss ) for the period 19,481$                          (3,110)$                      

Net Income (loss) attributable:
   Owners of the Company 19,539$                          (2,704)$                      
   Non-controlling interests (58)                                   (406)                            

19,481$                          (3,110)$                      

Loss per share attributable to owners of the Company
    Income (loss) per share from continuing operations
         Basic 0.23$                              (0.19)$                         
         Diluted 0.20$                              (0.19)$                         
    Income per share from discontinued operations  
         Basic 0.05$                              -$                            
         Diluted 0.05$                              -$                            
    Net Income (loss) per share
         Basic 0.28$                              (0.19)$                         
         Diluted 0.24$                              (0.19)$                         

Weighted average number of common shares outstanding
         Basic 70,929,120 14,211,385
         Diluted 81,448,095 14,211,385

Cash and cash equivalents 51,098$                          18,318$                     
Total assets 381,343$                        319,035$                   
Non-current liabilities 196,265$                        110,905$                   
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Notes: 
1. Revenues for the quarter ended December 31, 2017 include the sale of 5,448 copper tonnes in concentrate. 
2. Costs of goods sold for the quarter ended December 31, 2017 includes $10.8 million in depreciation and 

depletion, $8.7 million in salaries and benefits, $3.7 million in contractor services, $3.6 million in materials 
and consumables, $3.0 million in maintenance costs, $2.0 million in utilities, and $0.2 in other costs. 

3. General and administrative expenses for the quarter ended December 31, 2017 include $5.7 million with 
respect to MCSA for salaries, professional fees, office and sundry and provisions for tax, legal and labour 
claims, and $3.3 million with respect to the corporate head office in Vancouver.  Corporate head office costs 
are primarily comprised of $2.5 million in salaries, short term cash incentives and share based compensation, 
$0.2 million in professional fees, $0.3 million in office and sundry costs and $0.2 million in travel-related costs.   

4. Finance expense for the quarter ended December 31, 2017 was $1.7 million and is primarily comprised of 
interest on loans and borrowings.  

5. The foreign exchange loss is primarily associated with US dollar-denominated loans and borrowings in MCSA, 
where the functional currency is the Brazilian Real.  For the three months ended December 31, 2017, the loss 
was $9.3 million which is the result of the strengthing of the US dollar relative to the Brazilian Real in the 
quarter. 

6. The gain on settlement of debt for the quarter ended December 2017, resulted when a Canadian financial 
institution purchased certain of MCSA’s secured bank loans with a total carrying value of $76.3 million.  The 
Company then entered into an arrangement with the Canadian financial institution whereby the Company 
acquired the rights to any and all payments of interest and principal that MCSA makes to the Canadian 
financial institution over the term of the loans acquired by the Canadian financial institution.  These rights 
that the Company acquired constitute settlement of certain of MCSA’s secured bank loans.  The Company 
acquired these rights for $47.6 million, resulting in a gain on debt settlement of $28.7 million. 

7. Income from discontinued operations in the quarter ended December 31, 2017 of $3.3 million is from NX 
Gold.   

 
SUMMARY OF QUARTERLY RESULTS 

The following table presents selected financial information for each of the most recent eight quarters.  Tabular 
amounts are in millions of US Dollars, except share and per share amounts. 
   

 
 
1. During the three month period ended December 31, 2017, the Company experienced gross profit of approximately 

$5.8 million from mining operations.  MCSA experienced their third straight full quarter of concentrate sales from 
operations.  Net income from continuing operations for the period was $16.1 million, which included the gross 
profit of $5.8 million, a $28.7 million gain on the successful settlement of certain MCSA debt balances, and $0.6 

Selected Financial Information Dec 31 (1) Sept 30 (2) June 30(3) March 31(4) Dec 31(5) Sep 30(6) Jun 30(6) March 31(6)

Revenue 37.8$               33.0$             32.5$             12.1$             n/a n/a n/a n/a
Cost of sales (31.5)$              (26.6)$            (27.2)$            (14.7)$            n/a n/a n/a n/a
Gross profit (loss) 5.8$                  5.5$               4.4$               (2.8)$              n/a n/a n/a n/a
Net income (loss) from continuing operations 16.1$               18.7$             5.2$               (21.8)$            (3.0)$                (0.2)$              (0.1)$              n/a
Net income (loss) from discontinued operations 3.3$                  (0.9)$              (1.6)$              (1.6)$              (0.1)$                -$               -$               n/a
Net income (loss) for period 19.5$               17.8$             3.6$               (23.4)$            (3.1)$                (0.2)$              (0.1)$              n/a
Income (loss) per share from continuing 
  operations attributable to owners of the Company

0.23$               0.33$             0.08$             (0.48)$            (0.19)$             (0.08)$            (53,500)$       n/a
- Diluted 0.20$               0.29$             0.07$             (0.48)$            (0.19)$             (0.08)$            (53,500)$       n/a

Income (loss) per share attributable to owners 
  of the Company

0.28$               0.32$             0.07$             (0.49)$            (0.19)$             (0.08)$            (53,500)$       n/a
- Diluted 0.24$               0.29$             0.06$             (0.49)$            (0.19)$             (0.08)$            (53,500)$       n/a

Weighted average number of
  common shares outstanding 70,929,120      56,772,684 56,772,684   40,191,450   14,211,385     3,043,480     2 n/a

2017 2016

- Basic

- Basic
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million on net income tax recovery.  These income items where partially offset by $9.3 million in foreign exchange 
loss on US dollar denominated debt as the US dollar strengthened compared to the Brazilian Real, $1.7 million of 
finance expense, and $9.0 million in general and administrative expenses. 

2. During the three month period ended September 30, 2017, the Company experienced gross profit of approximately 
$5.5 million from mining operations.  MCSA experienced a second full quarter of concentrate sales as operations 
continued to ramp up.  Net income from continuing operations for the period was $18.7 million, which included 
the gross profit of $5.5 million, $6.9 million in foreign exchange gains on US dollar denominated debt as the US 
dollar weakened compared to the Brazilian Real, and a $15.0 million deferred income tax recovery primarily 
resulting from receipt of approval of MCSA’s inclusion in a tax amnesty program previously discussed in this MD&A.  
These income items were partially offset by $5.8 million of finance expense and $4.0 million in general and 
administrative expenses.   

3. During the three month period ended June 30, 2017, the Company experienced gross profit of approximately $4.4 
million from mining operations.  MCSA experienced a full quarter of concentrate sales as operations continue to 
ramp up.  Net income from continuing operations for the period was $5.2 million, which included the gross profit 
of $4.4 million and $8.3 million in foreign exchange gains on US dollar denominated debt as the US dollar weakened 
compared to the Brazilian Real, and a $0.8 million deferred income tax recovery partially offset by $6.7 million of 
finance expense and $2.5 million in general and administrative expenses. 

4. During the three month period ended March 31, 2017, the Company experienced a loss of approximately $2.8 
million from mining operations.  MCSA’s operations at its Vale do Curaçá Property resumed in January of 2017 but 
sales of copper concentrate sales did not commence until the latter portion of February 2017. Net loss from 
continuing operations for the period was $21.8 million, which included the $2.8 million loss from mining operations, 
$6.7 million of finance expense, $10.4 million foreign exchange loss on US dollar denominated debt as the US dollar 
strengthened compared to the Brazilian Real, and $4.3 million in general and administrative expenses, partially 
offset by $2.6 million in finance and other income.    

5. On December 12, 2016, the Company acquired an approximate 85% interest in MCSA and an approximate 28% 
interest in NX Gold. In connection with such acquisitions, MCSA and NX Gold withdrew from judicial reorganization 
proceedings.  The loss for the quarter ended December 31, 2016 includes $2.4 million associated with MCSA from 
the date of acquisition. 

6. The Company was incorporated on May 16, 2016, and consequently, did not have any operations prior to such 
time.  
 

LIQUIDITY, CAPITAL RESOURCES AND CONTRACTUAL OBLIGATIONS 

Liquidity 

As at December 31, 2017, the Company held cash and cash equivalents of $51.1 million. Cash and cash equivalents 
are primarily comprised of cash held with reputable financial institutions and are invested in highly liquid short-
term investments with maturities of three months or less. The funds are not exposed to liquidity risk and there 
are no restrictions on the ability of the Company to use these funds to meet its obligations. 
 
Cash and cash equivalents increased by $32.8 million during the financial year ended December 31, 2017. The 
Company’s cash flows from operating, investing and financing activities during the year are summarized as follows: 

• Cash flows from financing activities of approximately $72.3 million, including: 
o $83.7 million proceeds from issuance of share capital;  
o $47.8 million proceeds from new loans and borrowings, net of finance costs; and 
o $2.8 million net proceeds on issuance of convertible debentures, 

               net of: 
o $47.3 million on purchase of participation agreement; 
o $8.9 million on repayment on loans and borrowings and associated interest; 
o $3.2 million of other finance related costs; and 
o $2.2 million move to restricted cash 
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• Cash from operating activities of $21.2 million; 
       Offset by: 

• Cash used in investing activities of $62.3 million, principally related to additions to mineral property, plant 
and equipment; 

 
As at December 31, 2017, the Company had a working capital surplus of $42.6 million.  During the year ended 
December 31, 2017, the Company raised gross proceeds of approximately $30.4 million by way of a private 
placement offering of an aggregate principal amount of $2.75 million of convertible debentures and a private 
placement offering of common shares for gross proceeds of approximately $27.6 million. In addition, the Company 
issued 13,492,317 common shares at C$4.75 per common share (the “Treasury Offering”) pursuant to the IPO for 
total gross proceeds of approximately $50.9 million.  A fee equal to 6% of the gross proceeds of the offering was 
paid to underwriters and related transaction costs were approximately $2.1 million.  9,116,338 warrants with an 
exercise price of $1.20 per common share were exercised for an equivalent number of common shares for gross 
proceeds of $10.9 million. 
 
The Company does not expect to have any issues with respect to its ability to service its debt obligations. The 
Company has restructured its core debt such that there are no significant principal repayments in the next 12 
months, at which time the Company anticipates that the Vermelhos Mine will have reached commercial 
production. The restructured debt repayment obligations are repayable over an eight-year period commencing at 
the earliest of the date of commercial production at the Vermelhos Mine or, at the latest, 29 months following 
the signing of its restructured loan agreements (May 2019).  The Company expects, based on estimated cash flows, 
that the risk to the Company of being unable to service its debt obligations is largely limited to a significant drop 
in the underlying commodity price and certain other factors that may cause a delay with respect to the 
commencement of commercial production at the Vermelhos Mine.    
 
With the net proceeds from the Treasury Offering and the warrant exercise added to the Company’s estimated 
future cash flows, the Company will have adequate ability to service its ongoing obligations and cover anticipated 
development, exploration, and corporate costs associated with its existing operations for the next 12 months. 
 
Capital Resources 
 
The Company’s primary sources of capital resources are comprised of cash and cash equivalents and debt facilities. 
The Company will continuously monitor its capital structure and, based on changes in operations and economic 
conditions, may adjust such structure by issuing new common shares or new debt as necessary. While the 
Company has been successful in securing financing to date, there are no guarantees that it will be able to secure 
such financing in the future on terms acceptable to the Company, if at all.  As noted above, management believes 
that following the October 2017 Treasury Offering, the Company has sufficient working capital to maintain its 
planned operations and activities for the next fiscal year.   
 
Certain loan agreements contain operating and financial covenants that could restrict the ability of the Company 
and its subsidiary, MCSA, to, among other things, incur additional indebtedness needed to fund its respective 
operations, pay dividends or make other distributions, make investments, create liens, sell or transfer assets or 
enter into transactions with affiliates. There are no other restrictions or externally imposed capital requirements 
of the Company. 
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Contractual Obligations and Commitments 

As at December 31, 2017, the Company’s contractual obligations and commitments are summarized as follows: 
 

The Company has entered into agreements for the rental of office space that require minimum payments as 
follows: 
 

 
 
 
MANAGEMENT OF RISKS AND UNCERTAINTIES 

The Company thoroughly examines the various financial instruments and risks to which it is exposed and assesses 
the impact and likelihood of those risks. These risks may include credit risk, liquidity risk, currency risk, commodity 
price risk and interest rate risk. Where material, these risks are reviewed and monitored by the Board. 
 
(a) Management of financial risks 

 
The Company is exposed to the following risks arising from financial instruments: 
 

• Credit risk; 

• Liquidity risk; and 

• Market risk. 

 
Credit risk  
  
Credit risk is the risk of the Company incurring losses from a financial instrument arising from a counterparty’s 
failure to comply with its contractual obligations. 
 
With regards to the financial investments, the Company aims to invest cash and cash equivalents with financial 
institutions that are financially sound based on their credit ratings. 
 
The carrying value of the financial assets below represents the maximum credit risk exposure as at 
December 31, 2017 and 2016: 

 
 
 
 

2018 68$                                 
2019 70                                   
2020 71                                   
2021 71                                   
2022 30
Total Commitments 310$                              

December 31, 2017 December 31, 2016
Cash and cash equivalents 51,098$                         18,318$                      
Restricted cash 2,193 -$                             
Accounts receivable 2,217 76
Deposits 1,955 2,021
Financal investments 753 598

58,216$                         21,013$                      



 

34 
 

ERO COPPER 2017 ANNUAL REVIEW     | 

The Company invests cash and cash equivalents and restricted cash with financial institutions that are 
financially sound based on their credit rating.  The Company’s exposure to credit risk associated with accounts 
receivable is influenced mainly by the individual characteristics of each customer.  The Company currently has 
only two customers, one of which is considered low risk as it is one of the largest independent commodity 
trading companies in the world.  To limit its exposure to credit risk from the other customer, the Company 
established a credit term of payment due one day after delivery of goods.  The Company has not incurred a 
significant credit loss during the year ended December 31, 2017 nor does it have an allowance for doubtful 
accounts. 
 
Liquidity risk  
 
Liquidity risk is the risk associated with the difficulties that the Company may have meeting the obligations 
associated with financial liabilities that are settled with cash payments or with another financial asset. The 
Company's approach to liquidity risk management is to ensure as much as possible that sufficient liquidity 
exists to meet its maturity obligations on the expiration dates, under normal and stressful conditions, without 
causing unacceptable losses or with the risk of undermining the normal operation of the Company.  
 
The table below shows the Company's maturity of financial liabilities as at December 31, 2017: 
 

 
 
 

Market risk  
 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign 
exchange rates, and commodity prices.  The purpose of market risk management is to manage and control 
exposures to market risks, within acceptable parameters, while optimizing return. 
 
The Company may use derivatives, including forward contracts and swap contracts, to manage market risks.  
At December 31, 2017, the Company has entered into foreign exchange swap contracts to sell $57.0 million 
U.S. dollars into Brazilian Real at rates ranging from 3.2673 to 3.3307.   The maturity dates of these contracts 
range from January 10, 2018 to June 25, 2018.  The fair value of these contracts at December 31, 2017 was a 
$0.9 million liability, which has been included in Derivatives in the statement of financial position. 
 
(a) Foreign exchange currency risk  

 
The Company’s subsidiaries in Brazil are exposed to exchange risks related to the US dollars.  In order to 
minimize currency mismatches, the Company monitors its cash flow projections considering future sales 
expectations indexed to US dollar variation in relation to the cash requirement to settle the existing financings. 
The Company's exposure to foreign exchange currency risk at December 31, 2017 relates primarily to $73.2 
million (December 31, 2016 – $142.5 million) in loans and borrowings of MCSA denominated in US dollars. 
Strengthening (weakening) in the Brazilian Real against the US dollar by 10% and 20%, would have reduced 
(increased) net loss by $7.3 million and $14.6 million, respectively (December 31, 2016 – reduced (increased) 
net loss by $14.3 million and $28.5 million). This analysis is based on the foreign currency exchange variation  
 

Non-derivative Financial Liabilities
Carrying 

value
Contractual 
cash flows

Up to 12 
months 1-2 years 3-5 years

More than 5 
years

Loans and borrowings 139,166$     145,687$     5,601$          26,938$       70,865$       42,283$       
Interest on loans and borrowings -                53,278          11,931          12,616          21,518          7,213            
Accounts payable and accrued liabilities 20,968          20,968          20,968          -                -                -                
Value added, payroll and other taxes 21,935          29,861          6,857            8,238            5,819            8,947            

182,069$     249,794$     45,357$       47,792$       98,202$       58,443$       
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rate that the Company considered to be reasonably possible at the end of the year. The analysis assumes that 
all other variables, especially interest rates, are held constant. 
 
(b) Interest rate risk  
 
The Company is exposed to the variation in interest rates on loans and borrowings with variable rates of 
interest.   Management reduces interest rate risk exposure by entering into loans and borrowings with fixed 
rates of interest or by entering into derivative instruments that fix the ultimate interest rate paid. 
 
A majority of the Company’s loans and borrowings are fixed rate.  However, the Company is exposed to interest 
rate risk through its senior non-revolving credit facility of $47.8 million and one Brazilian Real denominated 
bank loan of $8.0 million.  The Company currently does not engage in any hedging or derivative transactions 
to manage interest rate risk.  Based on the Company’s net exposure at December 31, 2017, a reasonably 
possible change in the Certificate of Interbank Deposit (“CDI”) rate and the Canada Base Rate (“CBR”) would 
not have a material impact on profit or equity. 
 
(c) Price risk  
 
The Company is exposed to price risk with respect to commodity prices related to copper concentrate sales.  
Commodity price risk is defined as the potential adverse impact on earnings and economic value due to 
commodity price movements and volatilities.  The Company closely monitors copper and gold prices to 
determine the appropriate course of action to be taken by the Company.  The Company’s primary exposure 
related to commodity price risk relates to its sales of copper concentrate, which may be subject to provisional 
pricing.  Accordingly, the related receivables are marked to market on each balance sheet date based on 
forward price curves until such time as the sales price is fixed.  Changes in the forward prices affect the amount 
of revenue recognized.  As at December 31, 2017, the Company had no sales or receivables subject to 
provisional pricing. 

 
For a discussion of additional risks applicable to the Company and its business and operations, including risks 
related to the Company’s foreign operations, the environment and legal proceedings, see “Risk Factors” in the 
the Company’s Annual Information Form for the year ended December 31, 2017 and dated March 28, 2018 
(the “AIF”). 
  
OTHER FINANCIAL INFORMATION 

Off-Balance Sheet Arrangements 

As at December 31, 2017, the Company had no material off-balance sheet arrangements.  
 
Contingencies 

 
With the acquisition of MCSA, the Company inherited certain liabilities and MCSA has been subject to a number 
of claims (including claims related to tax, labour and social security matters and civil action) in the course of its 
business which individually are not material and have not been accrued for in the Company’s financial 
statements as it is not probable that a cash outflow will occur. While the Company believes that a significant 
number of these claims are unlikely to be successful, if all such existing claims were decided against it, the 
Company could be exposed to liability of up to approximately $20.2 million, which could have an adverse 
impact on the Company’s business, financial condition, results of operations, cash flows or prospects.  
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Outstanding Share Data 

At March 28, 2018, the Company had 84,455,650 common shares; 3,678,000 stock options, and 3,333,328 
warrants issued and outstanding. 

Related Party Disclosures 

For the year ended December 31, 2017, amounts paid to related parties were incurred in the normal course of 
business and measured at the exchange amount, which is the amount agreed upon by the transacting parties 
and on terms and conditions similar to non-related parties.  
 
Key management personnel consist of the Company’s directors and officers and their compensation includes 
management and consulting fees paid to these individuals, or companies controlled by these individuals, and 
share based compensation.  The aggregate value of compensation paid to key management personnel for the 
year ended December 31, 2017 was $3.3 million ($0.02 million for period from May 16, 2016 to December 31, 
2016).  In addition, 2,453,000 stock options were issued to key management personnel with $0.6 million 
recognized in share-based compensation for the year ended December 31, 2017 ($nil for period from May 16, 
2016 to December 31, 2016). 
 
Key management personnel participated in certain financing activities by purchasing 233,333 common shares 
of the Company for total proceeds of $0.4 million and by subscribing to $1.0 million of the convertible 
debentures (Note 13(b)) during the year ended December 31, 2017.  In addition, key management personnel 
exercised a combined total of 919,996 warrants for common shares.  Key management personnel participated 
in certain financing activities by purchasing 11,710,000 units of the Company for total proceeds of $2,800,000 
during the year ended December 31, 2016. 
 
As at December 31, 2017, no amounts payable to related parties were included in the consolidated financial 
statements.  As at December 31, 2016, included in accounts payable and accrued liabilities and loans and 
borrowings were amounts payable to related parties totalling $60,000 and $325,000, respectively. Such 
amounts were unsecured, non-interest bearing and were repaid under normal trade terms.   
 
ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES 

Critical Accounting Judgments and Estimates 

The preparation of condensed consolidated financial statements in conformity with IFRS requires management 
to make judgments, estimates and assumptions about future events that affect the reported amounts of assets 
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during 
the reporting period. Although these estimates are based on management’s best knowledge of the amount, 
events or actions, actual results may differ from these estimates.  

 
The Company’s significant accounting policies and accounting estimates are contained in the Company’s 
December 31, 2017 consolidated financial statements. Certain of these policies, such as, capitalization and 
depreciation of property, plant and equipment and mining interests, derivative instruments, decommissioning 
liabilities provisions, and business combinations involve critical accounting estimates because they require 
management of the Company to make subjective or complex judgments about matters that are inherently 
uncertain, and because of the likelihood that materially different amounts could be reported under different 
conditions or using different assumptions.  
 
In preparing its financial statements, management has made judgments, estimates and assumptions that affect 
the application of the Company’s accounting policies and the reported amounts of the assets, liabilities, 
revenues and expenses.  Actual results may differ from these estimates.   
 



 

37 
 

|   ERO COPPER 2017 ANNUAL REVIEW 

The estimates and assumptions are reviewed on an ongoing basis.  Revisions to estimates are recognized 
prospectively. 
 
Critical Judgments  
 
Going concern 
 
The preparation of these consolidated financial statements requires management to make judgments 
regarding its ability to continue as a going concern as discussed in Note 1 of the audited consolidated financial 
statements as at December 31, 2017.  
 
Functional currency 
 
The functional currency of the Company and each of its subsidiaries is the currency of the primary economic 
environment in which the entities operate.  The Company has determined that the functional currency for the 
Company is the US dollar while the functional currency for MCSA and NX Gold is the Brazilian Real. Assessment 
of functional currency involves certain judgements to determine the primary economic environment and the 
Company reconsiders the functional currency of its entities if there is a change in events and conditions which 
determined the primary economic environment. 
 
Key Sources of Estimation Uncertainty  
 
Business Combinations 
 
Accounting for business combinations requires estimates with respect to the fair value of the assets and 
liabilities acquired.  Such estimates require valuation methods including discounted cash flows, depreciated 
replacement costs and other methods.  These models use forecasted cash flows, discount rates, current 
replacement costs and other assumptions.  Changes in these assumptions changes the value assigned to the 
acquired assets and liabilities and goodwill, if any.  
 
Significant assumptions related to the acquisition of MCSA and NX Gold are disclosed in Note 3 of the audited 
consolidated financial statements as at December 31, 2017. 
 
Impairment of property, plant and equipment 
 
The Company evaluates each asset or cash generating unit every reporting period to determine whether there 
are any indications of impairment. If any such indication exists, which is often judgmental, a formal estimate 
of recoverable amount is performed and an impairment loss is recognized to the extent that the carrying 
amount exceeds the recoverable amount. The recoverable amount of an asset or cash generating group of 
assets is measured at the higher of fair value less costs to sell and value in use. The evaluation of asset carrying 
values for indications of impairment includes consideration of both external and internal sources of 
information, including such factors as market and economic conditions, production budgets and forecasts, and 
life-of-mine estimates. 

 
When required, the determination of fair value and value in use requires management to make estimates and 
assumptions about expected production, sales volumes, commodity prices, mineral reserves, operating costs, 
closure and rehabilitation costs and future capital expenditures. The estimates and assumptions are subject to 
risk and uncertainty; hence, there is the possibility that changes in circumstances will alter these projections, 
which may impact the recoverable amount of the assets. In such circumstances, some or all of the carrying 
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value of the assets may be further impaired or the impairment charge reduced with the impact recorded in the 
statement of operations and comprehensive income (loss). 
 
Mineral reserve estimates including life of mine plan 
 
The Company estimates its mineral reserves and mineral resources based on information compiled by 
competent individuals.  Mineral reserves are used in the calculation of depreciation, impairment assessments 
and for forecasting the timing of payment of mine closure and rehabilitation costs. 
 
There are numerous uncertainties inherent in estimating mineral reserves, and assumptions that are valid at 
the time of estimation may change significantly when new information becomes available.  Changes in the 
estimation methodology, forecasted prices of commodities, exchange rates, production costs or recovery rates 
may change the economic status of mineral reserves and may, ultimately, result in changes in the mineral 
reserves. 
 
The carrying amounts of the Company’s mineral properties, plant and equipment are depleted based on 
recoverable mineral reserve tonnes processed, depending on the use of the asset.  Changes to estimates of 
recoverable quantities of base metals, mineral reserve tonnes and depletable costs, including changes resulting 
from revisions to the Company’s mine plans and changes in metals prices forecasts, can result in a change to 
future depreciation and depletion rates and may result in impairment charges. 
 
Mine closure and rehabilitation costs 
 
Significant estimates and assumptions are made in determining the provision for mine closure and 
rehabilitation as there are numerous factors that will affect the ultimate liability payable.  These factors include 
estimation of the extent and cost of rehabilitation activities; timing of future cash flows that are also impacted 
by changes in discount rates; inflation rate; and regulatory requirements. 
 
Changes in the above factors can result in a change to the provision recognized by the Company.  Changes to 
mine closure and rehabilitation costs are recorded with a corresponding change to the carrying amounts of 
related mineral properties, plant and equipment.  Adjustments to the carrying amounts of related mineral 
properties, plant and equipment can result in a change to future depreciation and depletion expense. 
 
Significant assumptions used to determine mine closure and rehabilitation costs are included in Note 12(a) of 
the audited consolidated financial statements as at December 31, 2017.  
 
Inventory 
 
The net recoverable value of production in work in progress inventory is based on the quantity of recoverable 
metal inventory which is an estimate based on the tons of ore added and removed from the process, expected 
grade and recovery rates. The quantity of recoverable metal in concentrate inventory is an estimate based on 
initial weights and assay results. 
 
Fair value of embedded derivatives 
 
The value of trade receivables from the sale of copper concentrate is measured using quoted forward market 
prices as at the balance sheet date that correspond to the settlement date of the provisional pricing period for 
the estimated metals contained within the concentrate. Fluctuations in the underlying market prices of copper, 
silver and gold, metal content and concentrate weight can cause significant changes to the ultimate final  
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settlement value of the receivables and the final revenue recorded can vary significantly as a result. 
 
Measurement of fair value 
 
A number of the Company’s accounting policies and disclosures require the measurement of fair values, for 
both financial and non-financial assets and liabilities. 

When measuring the fair value of an asset or liability, the Company uses observable market data, as much as 
possible. Fair values are classified into different levels in a hierarchy based on the inputs used in the valuation 
techniques, as follows: 

• Level 1: quoted prices (without adjustments) in active markets for identical assets or liabilities.    

• Level 2: inputs other than Level 1 quoted prices, that are observable for the asset or liability, either directly 
(i.e. as prices) or indirectly (i.e. derived from prices).    

• Level 3: inputs, for assets or liabilities, that are not based on observable market information (non-
observable inputs). 

The Company recognizes transfers between levels of the hierarchy of fair value at the end of the reporting 
period during which the change occurred. 
 
When applicable, additional information on the assumptions used in the fair value calculations are disclosed in 
the specific notes of the corresponding asset or liability.   

 
Future Changes in Accounting Policies Not Yet Effective as at December 31, 2017 

A number of new standards and amendments to standards are effective for annual periods beginning after 
January 1, 2018.  The standards that may have a significant impact on the consolidated financial statements 
are as follows: 

 
I) IFRS 15 Revenue from Contracts with Customers 
 

On May 28, 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers (“IFRS 15”).  The new 
standard is effective for the Company on January 1, 2018. Earlier application is permitted. IFRS 15 will replace 
IAS 11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 Agreements for 
the Construction of Real Estate, IFRIC 18 Transfer of Assets from Customers, and SIC 31 Revenue – Barter 
Transactions Involving Advertising Services. On April 12, 2016, the IASB issued Clarifications to IFRS 15, 
Revenue from Contracts with Customers, which is effective at the same time as IFRS 15.   

The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized.  New estimates and 
judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue 
recognized. The new standard applies to contracts with customers. It does not apply to insurance contracts, 
financial instruments or lease contracts, which fall in the scope of other IFRS standards. 

The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, and 
the application of the standard to licenses of intellectual property. 

 
 While the Company is currently completing its evaluation of the new standard, the Company does not expect 

any significant impact on the consolidated financial statements from the adoption of IFRS 15.  
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ii) IFRS 9 Financial Instruments 
  

On July 24, 2014, the IASB issued the complete IFRS 9, Financial Instruments (“IFRS 9”).  IFRS 9 is effective for 
the Company on January 1, 2018 and must be applied retrospectively with some exemptions. Early adoption 
is permitted.  The restatement of prior periods is not required and is only permitted if information is available 
without the use of hindsight. 
 
IFRS 9 introduces new requirements for the classification and measurement of financial assets. Under IFRS 9, 
financial assets are classified and measured based on the business model in which they are held and the 
characteristics of their contractual cash flows.  The standard also introduces additional changes relating to 
financial liabilities and amends the impairment model by introducing a new” expected credit loss” model for 
calculating impairment. 

IFRS 9 also includes a new general hedge accounting standard which aligns hedge accounting more closely 
with risk management. This new standard does not fundamentally change the types of hedging relationships 
or the requirement to measure and recognize ineffectiveness; however, it will provide more hedging 
strategies that are used for risk management to qualify for hedge accounting and introduce more judgment 
to assess the effectiveness of a hedging relationship. 

       Special transitional requirements have been set for the application of the new general hedging model.  
 

While the Company is currently completing its evaluation of the new standard, the Company does not expect 
any significant impact on the consolidated financial statements from the adoption of IFRS 9 
  

iii) IFRS 16 Leases 
 

On January 13, 2016, the IASB issued IFRS 16 Leases (“IFRS 16”). The new standard is effective for the Company 
on January 1, 2019. Earlier application is permitted for entities that apply IFRS 15 Revenue from Contracts with 
Customers at or before the date of initial adoption of IFRS 16. IFRS 16 will replace IAS 17 Leases. 

This standard introduces a single lessee accounting model and requires a lessee to recognize assets and 
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value. A 
lessee is required to recognize a right-of-use asset representing its right to use the underlying asset and a 
lease liability representing its obligation to make lease payments. 

This standard substantially carries forward the lessor accounting requirements of IAS 17, while requiring 
enhanced disclosures to be provided by lessors. 

Other areas of the lease accounting model have been impacted, including the definition of a lease. Transitional 
provisions have been provided. 

While the Company is currently completing its evaluation of the new standard, the Company does not expect 
any significant impact on the consolidated financial statements from the adoption of IFRS 16. 
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Local Currency Operating Metrics – Presented in Brazilian reais 

 
 

NON-IFRS MEASURES 

Financial results of the Company are prepared in accordance with IFRS. The Company utilizes certain non-IFRS 
measures, including C1 cash cost of copper produced (per lb), EBITDA, net debt and working capital, which 
are not measures recognized under IFRS. The Company believes that these measures, together with measures 
determined in accordance with IFRS, provide investors with an improved ability to evaluate the underlying 
performance of the Company. Non-IFRS measures do not have any standardized meaning prescribed under 
IFRS, and therefore they may not be comparable to similar measures employed by other companies. The data 
is intended to provide additional information and should not be considered in isolation or as a substitute for 
measures of performance prepared in accordance with IFRS.  The tables below provide a reconciliation of 
these non-IFRS measures to the most directly comparable IFRS measures as contained in the Company’s 
financial statements. 
 

The non-IFRS measures presented below have been calculated on a consistent basis for the periods presented. 
 
C1 Cash Cost of Copper Produced (per lb)  

C1 Cash cost of copper produced (per lb) is the sum of production costs, net of capital expenditure 
development costs and by-product credits, divided by the copper pounds produced. C1 cash costs reported 
by the Company exclude treatment, refining charges and offsite costs.  By-product credits are calculated based 

3 months ended 3 months ended Year ended Period ended

December 31,   
2017

December 31, 
2016(1)

December 31,       
2017

December 31, 
2016(1)

Costs

Mining - UG  R$ 39,109                     n/a  R$ 120,701                       n/a

              - OP 10,504                     n/a 44,496                         

Processing 15,483                     n/a 54,860                         n/a

Indirect 5,001                       n/a 19,680                         n/a

Production costs 70,098                     n/a 239,738                       n/a

Capex development (7,598)                      n/a (21,032)                        n/a

By-product credits (3,802)                      n/a (13,265)                        n/a

C1 Cash Costs R$ 58,698                     n/a R$ 205,441                       n/a

Breakdown Mined and Processed (tonnes)

   UG Mined 292,558                   n/a 965,626                       n/a

   OP Mined 1,130,505               n/a 3,508,430                    n/a

Total Mined (t): 1,423,063               n/a 4,474,056                    n/a

Total Processed (t) 452,371                   n/a 1,771,209                    n/a

Cu Production (t) 5,334                       n/a 20,133                         n/a

UG Mining  - R$/tonne mined 133.68                     n/a 125.00                         n/a

OP Mining - R$/tonne mined 9.29                         n/a 12.68                           n/a

Processing -R$/S tonne processed 34.23                       n/a 30.97                           n/a

Indirect -R$/S tonne processed 11.06                       n/a 11.11                           n/a

Cash Cost of Copper produced (t) R$ 11,004                     n/a R$ 10,204                         n/a

Footnotes
[1] - Ero was incorporated on May 16, 2016.  MCSA was acquired December 12, 2016.  Operations did not commence until 1st quarter of 2017.
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on actual precious metal sales (net of treatment costs) during the period divided by the total pounds of copper 
produced during the period.  C1 cash cost of copper produced per pound is a non-IFRS measure used by the 
Company to manage and evaluate operating performance of the Company’s operating mining unit, and is 
widely reported in the mining industry as benchmarks for performance, but does not have a standardized 
meaning and is disclosed in addition to IFRS measures. 

 
   
The following table provides a reconciliation of C1 cash cost of copper produced per pound to cost of goods sold, 
its most directly comparable IFRS measure. 
 

  
    

 
 
 

3 months ended 3 months ended Year ended Period ended

December 31,   
2017

December 31, 
2016(1)

December 31,       
2017

December 31, 
2016(1)

Costs

Mining 15,165$                   n/a 51,756$                       n/a

Processing 5,540                       n/a 17,188                         n/a

Indirect 927                           n/a 6,166                           n/a

Production costs 21,632                     n/a 75,110                         n/a

Capex development (2,374)                      n/a (6,589)                          n/a

By-product credits (1,173)                      n/a (4,156)                          n/a

C1 Cash Costs 18,085$                   n/a 64,365$                       n/a

Costs per pound

Payable copper produced (lb) 11,760                     n/a 44,385                         n/a

Mining 1.29                         n/a 1.17                              n/a

Processing 0.47                         n/a 0.39                              n/a

Indirect 0.08                         n/a 0.14                              n/a

Capex development (0.20)                        n/a (0.15)                            n/a

By-product credits (0.10)                        n/a (0.09)                            n/a

C1 Cash Cost of Copper produced (per lb) 1.54                         n/a 1.45                              n/a

Footnotes
[1] - Ero was incorporated on May 16, 2016.  MCSA was acquired December 12, 2016.  Operations did not commence until 1st quarter of 2017.

3 months ended 
December 31,

3 months ended 
December 31,

Year ended 
December 31,

Period ended 
December 31,

2017 2016(1) 2017 2016(1)

Reconciliation:

      Cost of Product Sold 31,453$                         n/a 100,282$                    n/a

      Add (less):  

Depreciation/amortization/depletion (10,763)                          n/a (32,672)                       n/a

Net Change in Inventory (424)                               n/a 1,009                           n/a

Transportation costs & other 356                                 n/a 1,738                           n/a

By-product credits (1,173)                            n/a (4,156)                         n/a

Foreign exchange translation adjustments (1,364)                            n/a (1,836)                         n/a

    C1 Cash costs 18,085$                         n/a 64,365                        n/a

Footnotes
[1] - Ero was incorporated on May 16, 2016.  MCSA was acquired December 12, 2016.  Operations did not commence until 1st quarter of 2017.
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Earnings before interest, taxes, depreciation, and amortization (‘EBITDA’) 

 
EBITDA represents earnings before interest expense, income taxes, depreciation, and amortization.  Adjusted 
EBITDA includes further adjustments for non-recurring items and items not indicative to the future operating 
performance of the Company.  The Company believes EBIDTA and adjusted EBIDTA are appropriate supplemental 
measures of debt service capacity and performance of its operations. 
 
Adjusted EBIDTA is calculated by removing the following income statement items: 

- Gain on debt settlement 
- Foreign exchange gain (loss) 

 
 

 

 
 
 

      Net Debt 

Net debt is determined based on cash and cash equivalents, restricted cash and loans and borrowings as 
reported in the Company’s consolidated financial statements. The Company uses  net debt as a measure of 
the Company’s ability to pay down it’s debt.  The following table provides a calculation of net debtl based on 
amounts presented in the Company’s consolidated financial statements as at December 31, 2017 and 2016. 
 

       
    

 

 

 

3 months ended 
December 31,

3 months ended 
December 31,

Year ended 
December 31,

Period ended 
December 31,

2017 2016(1) 2017 2016(1)

Reconciliation:

      Net Income (loss) 19,481$                         (3,110)$                  17,484$                      (3,452)$                   

      Adjustments:

Finance expenses 1,743                             1,041                     18,988                         1,409                       

Taxes (593)                               (121)                       (16,345)                       (121)                         

Depreciation/amortization/depletion 10,793                           -                          32,727                         -                           

    EBITDA 31,424                           (2,190)                    52,854                        (2,164)                     

         Gain on debt settlement (28,727)                          -                          (28,727)                       -                           

          Foreign exchange loss (gain) 9,292                             (3,258)                    4,101                           (3,258)                     

    Adjusted EBITDA 11,989$                         (5,448)$                  28,228$                      (5,422)$                   

Footnotes
[1] - Ero was incorporated on May 16, 2016.  MCSA was acquired December 12, 2016.  Operations did not commence until 1st quarter of 2017.

December 31, December 31,
2017 2016

Cash and cash equivalents 51,098$                       18,318$                       
Restricted cash 2,193                           -$                             
Less: Current portion of loans and borrowings (5,601)                          (108,137)                     
           Long-term portion of loans and borrowings (133,565)                     (53,987)                       
Net Debt (85,875)$                     (143,806)$                   
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       Working Capital 

Working capital is determined based on current assets and current liabilities as reported in the Company’s 
consolidated financial statements. The Company uses working capital as a measure of the Company’s short-
term financial health and operating efficiency.  The following table provides a calculation of working capital 
based on amounts presented in the Company’s consolidated financial statements as at December 31, 2017 
and 2016. 

     
 

NOTE REGARDING SCIENTIFIC AND TECHNICAL INFORMATION  

Unless otherwise indicated, Ero has prepared the technical information in this MD&A (“Interim Technical 
Information”) based on information contained in the report entitled “2017 Updated Mineral Resources and 
Mineral Reserves Statements of Mineração Caraíba’s Vale do Curaçá Mineral Assets, Curaçá Valley”, dated 
September 7, 2017 with an effective date of June 1, 2017, prepared by Rubens Mendonça, MAusIMM, formerly 
of SRK Consultores do Brasil Ltda. (now with Planminas – Projecctos e Consultoria em Mineração Ltda.), and 
Porfirio Cabaleiro Rodrigues, MAIG, Mário Conrado Reinhardt, MAIG, Fábio Valério Xavier, MAIG, and 
Bernardo H.C. Viana, MAIG, all of GE21 Consultoria Mineral (the “Vale do Curaçá Technical Report”). The Vale 
do Curaçá Technical Report was prepared by or under the supervision of a qualified person (a “Qualified 
Person”) as defined in National Instrument 43-101 – Standards of Disclosure for Mineral Projects (“NI 43-101”). 
 
The disclosure of Interim Technical Information in this MD&A, including sampling procedures and monthly 
mass balance data underlying the information contained therein, was reviewed and approved by Rubens 
Mendonça, a Qualified Person under NI 43-101. 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 

December 31, December 31,
2017 2016

Current Assets 97,892$                       54,408$                       
Less: Current Liabilities (55,332)                       (183,757)                     
Working Capital (Deficit) 42,560$                      (129,349)$                   



 

 

 
 
 
 

 
 
 
 
 
 
 
 
 
 

 

CONSOLIDATED FINANCIAL STATEMENTS 
 

DECEMBER 31, 2017 and 2016 
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KPMG LLP 
PO Box 10426 777 Dunsmuir Street 
Vancouver BC V7Y 1K3 
Canada 
Telephone (604) 691-3000 
Fax (604) 691-3031 

 

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of 
independent member firms affiliated with KPMG International Cooperative (“KPMG International”), 
a Swiss entity. KPMG Canada provides services to KPMG LLP. 

INDEPENDENT AUDITORS’ REPORT 

To the Shareholders of Ero Copper Corp. 

We have audited the accompanying consolidated financial statements of Ero Copper 

Corp., which comprise the consolidated statements of financial position as at December 

31, 2017 and December 31, 2016, the consolidated statements of operations and 

comprehensive income (loss), changes in shareholders’ equity and cash flows for the year 

ended December 31, 2017 and the period from May 16, 2016 to December 31, 2016, and 

notes, comprising a summary of significant accounting policies and other explanatory 

information. 

Management’s Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 

financial statements in accordance with International Financial Reporting Standards, and 

for such internal control as management determines is necessary to enable the preparation 

of consolidated financial statements that are free from material misstatement, whether due 

to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements 

based on our audits. We conducted our audits in accordance with Canadian generally 

accepted auditing standards. Those standards require that we comply with ethical 

requirements and plan and perform the audit to obtain reasonable assurance about 

whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the consolidated financial statements. The procedures selected depend on 

our judgment, including the assessment of the risks of material misstatement of the 

consolidated financial statements, whether due to fraud or error. In making those risk 

assessments, we consider internal control relevant to the entity’s preparation and fair 

presentation of the consolidated financial statements in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion 

on the effectiveness of the entity’s internal control. An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of accounting 

estimates made by management, as well as evaluating the overall presentation of the 

consolidated financial statements.  

We believe that the audit evidence we have obtained in our audits is sufficient and 

appropriate to provide a basis for our audit opinion. 

 



 

Ero Copper Corp. 

Page 2 

 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, 

the consolidated financial position of Ero Copper Corp. as at December 31, 2017 and 

December 31, 2016, and its consolidated financial performance and consolidated cash 

flows or the year ended December 31, 2017 and the period from May 16, 2016 to 

December 31 2016 in accordance with International Financial Reporting Standards. 

 

 

Chartered Professional Accountants 

March 28, 2018 
Vancouver, Canada 
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Consolidated Statements of Financial Position 
As at December 31 
(Amounts in thousands of US Dollars, except share and per share amounts) 

 

 

The accompanying notes are an integral part of these consolidated financial statements  Page 1 

   
 

Nature of operations (Note 1); Commitments (Note 23); Subsequent events (Notes 13(b) and Note 14(c))  
 
APPROVED ON BEHALF OF THE BOARD: 
 

              “David Strang”             ,CEO & Director             ”Matthew Wubs”         , Director 

ASSETS Notes
As at 

December 31, 2017
As at 

December 31, 2016
Current (Recast - Note 3)

Cash and cash equivalents 51,098$                      18,318$                      
Restricted cash 10(a) 2,193 -                              
Accounts receivable 2,217 76
Inventories 4 8,478 5,181
Other current assets 5 6,243 5,987
Assets held for sale 6 27,663 24,846

97,892 54,408
Non-Current

Mineral property, plant and equipment 7 254,383 235,144
Exploration and evaluation assets 8 26,278 26,351
Deposits 12(b) 1,955 2,021
Other non-current assets 835 1,111

283,451 264,627
Total Assets 381,343$                    319,035$                    

LIABILITIES
Current

Accounts payable and accrued liabilities 9 20,968$                      20,054$                      
Current portion of loans and borrowings 10 5,601 108,137
Current portion of value added, payroll and

other taxes payable 11 6,857 30,720
Derivatives 21(b) 949 -                              
Liabilities related to assets held for sale 6 20,957 24,846

55,332 183,757
Non-Current

Loans and borrowings 10 133,565 53,987
Provisions 12 30,314 28,805
Value added, payroll and other taxes 11 15,078 8,706                          
Other non-current liabilities 653 681
Deferred income tax liabilities 19 16,655 18,726

196,265 110,905
Total Liabilities 251,597 294,662

SHAREHOLDERS’ EQUITY
Share capital 14 113,050 27,817
Equity reserves (83) 7
Convertible debentures 13(b) 3,011 -                              
Retained earnings (deficit) 14,011 (3,046)

Equity attributable to owners of the Company 129,989 24,778
Non-controlling interests (243) (405)

129,746 24,373

Total Liabilities and Equity 381,343$                    319,035$                    

 
 



Ero Copper Corp. 
Consolidated Statements of Operations and Comprehensive Income (Loss) 
(Amounts in thousands of US Dollars, except share and per share amounts)  
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Notes

Revenue 115,445$                 -$                                 
Cost of product sold 15                  ( 100,282 ) -                                   
Sales expenses (2,218) -                                   
Gross profit                        12,945 -                                   

Expenses
General and administrative 16 (20,505) (1,844)
Care and maintenance 17 -                            (3,687)

Loss before the understated (7,560)                       (5,531)                              

Other income (expenses)
Finance income 2,080                        37                                     
Finance expense 18 (18,988)                    (1,409)                              
Foreign exchange gain (loss) (4,101)                       3,258                               
Gain on debt settlement 10(c) 28,727                      -                                   
Other 1,788                        137                                  

Income (loss) before income taxes 1,946                        (3,508)                              

Income tax recovery
Current income tax 19 (269)                          -                                   
Deferred income tax recovery 19 16,614                      121                                  

16,345                      121                                  
Net income (loss) from continuing operations 18,291                      (3,387)                              

Net loss from discontinued operations 6 (807)                          (65)                                   
Net income (loss) for the period 17,484                      (3,452)                              

Other comprehensive income (loss)
Foreign currency translation gain (loss) (973) 8                                       

Comprehensive income (loss) 16,511$                    (3,444)$                            

Net income (loss) attributable to:
Owners of the Company 22,466$                    (3,046)$                            
Non-controlling interests (4,982)                       (406)                                 

17,484$                    (3,452)$                            

Comprehensive income (loss) attributable to:
Owners of the Company 21,497$                    (3,039)$                            
Non-controlling interests (4,986)                       (405)                                 

16,511$                    (3,444)$                            

Income (loss) per share attributable to owners of the Company (Note 14(f))
Income (loss) per share from continuing operations

Basic   0.36$                        (0.44)$                              
Diluted 0.31$                        (0.44)$                              

Income  per share from discontinued operations
Basic 0.04$                        -$                                 
Diluted 0.03$                        -$                                 

Net income (loss) per share 
Basic 0.40$                        (0.44)$                              
Diluted 0.34$                        (0.44)$                              

Weighted average number of common shares outstanding
Basic 56,252,358 6,932,086
Diluted 66,003,387 6,932,086

(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

Year ended 
December 31, 2017

Period ended December 
31, 2016(1)

  



Ero Copper Corp. 
Consolidated Statement of Changes in Shareholders’ Equity 
(Amounts in thousands of US Dollars, except share and per share amounts)  
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Year ended December 
31, 2017

Period ended December 
31, 2016(1)

Cash Flows from (used in) Operating Activities
Net income (loss) from continuing operations  $                         18,291                                ( 3,387 )

Adjustments for:
Amortization and depreciation 32,727                                       816 
Deferred income tax recovery (16,614)                                    ( 121 )
Gain on debt settlement (28,727)                                          -   
Provisions 4,803                                         29 
Share-based compensation 879                                          -   
Finance income (2,080)                                      ( 37 )
Finance expenses 18,988                                    1,409 
Foreign exchange 4,101                                ( 3,258 )
Other 2,643                                          -   

Changes in:
Accounts receivable (2,283)                                         15 
Inventories (2,400)                                    ( 124 )
Other assets (1,512)                                       291 
Accounts payable and accrued liabilities (5,103)                                ( 4,416 )
Value added, payroll and other taxes (1,937)                                       338 
Other liabilities                               ( 539 )                                    ( 275 )

21,237                                ( 8,720 )

Cash Flows used in Investing Activities
Additions to mineral property, plant and equipment, net (57,390)                                    ( 202 )
Additions to exploration and evaluation assets (798)                                          -   
Cash acquired on acquisition                                      -                                         131 
Interest received 832                                          -   
Advances to NX Gold (4,960)                                          -   

(62,316)                                      ( 71 )

Cash Flows from Financing Activities
Convertible debentures 2,750                                          -   
Convertible debentures - facility fee (250)                                          -   
Restricted cash (2,193)                                          -   
Purchase of participation agreement (Note 10(c)) (47,328)                                          -   
New loans and borrowings, net of finance costs 47,773                                       325 
Loans and borrowings paid (5,016)                                          -   
Interest paid on loans and borrowings (3,919)                                    ( 472 )
Other finance costs paid (3,182)                                          -   
Issuance of share capital, net of issuance costs 83,700                                  27,317 

72,335                                  27,170 

Effect of exchange rate changes on cash and cash equivalents 1,524                                      ( 61 )
Net increase in cash and cash equivalents 32,780                                  18,318 
Cash and cash equivalents - beginning of period 18,318                                          -   
Cash and cash equivalents - end of period 51,098                                  18,318 
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

 
 



Ero Copper Corp. 
Notes to Consolidated Financial Statements 
For the Year ended December 31, 2017 and for the Period from Inception on May 16, 2016 to December 31, 2016 
(Tabular amounts in thousands of US Dollars, except share and per share amounts) 

 

 

  Page 5 

1. Nature of Operations and Going Concern 
 

Ero Copper Corp. (“Ero" or the "Company") was incorporated on May 16, 2016 under the Business Corporations 
Act (British Columbia) and maintains its head office at Suite 1050, 625 Howe Street, Vancouver, BC, V6C 2T6.  On 
October 19, 2017, the Company’s shares became publicly traded on the Toronto Stock Exchange under the 
symbol “ERO”. 
 
The Company’s principal asset is its 99.6% ownership interest in Mineração Caraíba S.A. (“MCSA”).  The Company 
also currently owns, directly and indirectly, a 97.6% ownership interest in NX Gold S.A. (“NX Gold”).  A controlling 
interest in both of these entities was acquired on December 12, 2016 (Note 3), with a further equity interest in 
MCSA acquired in June and December 2017 and a further equity interest in NX Gold acquired in August 2017.   
 
MCSA is a Brazilian company which holds a 100% interest in the Vale do Curaçá Property and the Boa Esperança 
Property (Note 8).  The Vale do Curaçá Property is located in the Curaçá Valley near the municipality of Jaguarai, 
in northeastern part of the state of Bahai, Brazil, and includes fully integrated processing operations, three active 
mines (including one under construction), and three past producing mines located within the Curaçá Valley.  The 
active operations include the Caraíba Mine, comprised of the underground Pilar Mine (“Pilar UG Mine”) and 
integrated Caraíba Mill, the open pit Surubim Mine (“Surubim OP Mine”) and the underground Vermelhos Mine 
(“Vermelhos UG Mine”), currently under construction. The past producing operations include the historic open 
pit mines of R22W (“R22W Mine”), the Angicos (“Angicos Mine”), and the Suҫuarana (“Suҫuarana Mine”).  The 
Boa Esperança Property is located within the municipality of Tucumã in the southeastern part of the state of 
Pará, Brazil, and consists of a single mineral concession covering an area of 4,033.81 hectares.   
 
MCSA’s predominant activity is the production and sale of copper concentrate from the Vale do Curaçá Property, 
with gold and silver produced and sold as by-products.  The persistence of lower London Metal Exchange 
benchmark copper prices in 2016, coupled with the flooding of MCSA’s Pilar UG Mine on January 22, 2016, led 
MCSA to commence a Judicial Reorganization process on February 3, 2016.  During most of 2016, MCSA operated 
at a reduced capacity and, unable to obtain the necessary funds from its shareholders and creditors, initiated 
negotiations with potential investors to obtain the funds necessary to resume its operations.  On December 12, 
2016, Ero acquired an 85% interest in MCSA and has since contributed capital resources that enabled MCSA to 
resume the production of copper concentrate at its Vale do Curaçá Property in February 2017. In June and 
December 2017, the Company acquired an additional 14.6% interest in MCSA by subscribing to shares issued 
from MCSA’s treasury.  The Company has consolidated MCSA from the acquisition date and net income (loss) of 
the Company includes the net income (loss) of MCSA from the acquisition date.  
 
NX Gold is a Brazilian company whose main operational activity is the mining, processing and sale of gold and, 
as a by-product, silver.  The assets of NX Gold are pledged as a guarantee of the debts of MCSA.  Accordingly, NX 
Gold was also part of the court-supervised reorganization granted on February 3, 2016.  On December 12, 2016, 
Ero acquired a 28% economic interest in NX Gold in conjunction with the acquisition of MCSA.  However, 
pursuant to a shareholders’ agreement among the Company and the significant shareholders of NX Gold, the 
Articles of Incorporation of NX Gold and the composition of the Board of Directors, the Company had control 
over all key operating, financing and investing activities of NX Gold.  Accordingly, the Company consolidated the 
accounts of NX Gold and net income (loss) of the Company includes the net income (loss) of NX Gold from the 
acquisition date. In August 2017, the Company increased its ownership interest in NX Gold to approximately 
97.6% by way of a capital increase transaction. Such capital increase transaction involved the Company’s 
subsidiary, MCSA, through two of the shareholders’ subscription rights assigned to it under the NX Gold 
Investment Agreement, subscribing for R$19.4 million of common shares of NX Gold in exchange for partial 
repayment and forgiveness of an intercompany loan provided to NX Gold by MCSA.  From the date of acquisition, 
the Company intended to sell its interest in NX Gold.  Accordingly, the assets and liabilities of NX Gold are 
classified as assets and liabilities held for sale.  NX Gold continues to guarantee some of the debts of MCSA, but 
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an agreement is in place with the banks which allows NX Gold to be sold.  The agreement stipulates that should 
NX Gold be sold, 50% of the sales price will be applied toward the payment of MCSA’s debts. 
 
As at December 31, 2017, the Company has working capital totaling $42.6 million (December 31, 2016 – working 
capital deficiency $129.3 million).  During the year ended December 31, 2017, the Company raised gross 
financing of $30.4 million in the form of convertible debentures and the private placement issuance of common 
shares (Notes 13 and 14) and reclassified $104.2 million of its current portion of loans and borrowings to non-
current loans and borrowings following satisfaction of certain conditions precedent related to the debt 
restructuring (note 10).  In addition, the Company raised a further $45.7 million (net of $5.2 million in share 
issuance costs) through a public share offering and $10.9 million through the exercise of warrants (note 14).   
 
These consolidated financial statements have been prepared on a going concern basis which assumes that the 
Company will be able to realize its assets and discharge its liabilities in the normal course of business for the 
foreseeable future.  Management believes that the Company has sufficient working capital to maintain its 
planned operations and activities for the next fiscal year.  In the long-term, the Company’s ability to continue as 
a going concern is dependent upon profitable operations at MCSA and the successful development of the 
Vermelhos UG Mine to meet its long-term debt obligations.  The recoverability of the carrying values of the 
Company’s assets is dependent upon the ability of the Company to successfully complete the development of 
the Vermelhos UG Mine, and maintaining profitable production.  
 
These consolidated financial statements do not reflect the adjustments to the carrying values of assets and 
liabilities and the reported expenses and statement of financial position classifications that would be necessary 
if the Company was not considered to be a going concern.  These adjustments could be material. 
 
 

2. Significant Accounting Policies 
 

a) Statement of Compliance 
 

These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and 
interpretations of the International Financial Reporting Interpretations Committee.   
 
These consolidated financial statements were authorized for issue by the Board of Directors on March 28, 
2018. 
 

b) Basis of Presentation and Principles of Consolidation 
 
These consolidated financial statements have been prepared on a historical cost basis except for fair-value 
through-profit-or-loss, available-for-sale and derivative financial instruments, which are measured at fair 
value. 

 
These consolidated financial statements include the accounts of the Company and its subsidiaries.  
Subsidiaries are entities controlled by the Company.  Control over a subsidiary is defined to exist when the 
Company is exposed to variable returns from involvement with an investee and has the ability to affect the 
returns through power over the investee.  All intercompany balances and transactions are eliminated upon 
consolidation.   
 
The Company applies the acquisition method to account for business combinations. The consideration 
transferred by the Company to obtain control of a subsidiary is calculated as the sum of the acquisition-date 
fair values of assets transferred, liabilities assumed and the equity interests issued by the Company, which 
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includes the fair value of any asset or liability arising from a contingent consideration arrangement. 
Acquisition costs are expensed as incurred. 
 
The Company recognizes identifiable assets acquired and liabilities assumed in a business combination 
regardless of whether they have been previously recognized in the acquiree’s financial statements prior to 
the acquisition. Assets acquired and liabilities assumed are generally measured at their acquisition-date fair 
values. 
 
Goodwill arising from acquisitions, if any, is stated after separate recognition of identifiable intangible assets. 
It is calculated as the excess of the sum of a) fair value of consideration transferred, b) the recognized amount 
of any non-controlling interest in the acquiree and c) acquisition-date fair value of any existing equity interest 
in the acquiree, over the acquisition-date fair values of identifiable net assets. If the fair values of identifiable 
net assets exceed the sum calculated above, the excess amount would be recognized in profit or loss 
immediately.   
 
Since the Company does not own 100% of its interests in MCSA and NX Gold, the interest attributable to 
non-controlling shareholders is reflected in non-controlling interests.  Adjustments to non-controlling 
interests that do not involve the loss of control are accounted for as equity transactions and adjustments 
and are based on a proportionate amount of the net assets of the subsidiary.   
 

c) Foreign Currency Translation 
 

The functional currency and presentation currency of the Company is the US dollar. The monetary assets and 
liabilities of the Company that are denominated in foreign currencies are translated at the rate of exchange 
at the statement of financial position date while non-monetary assets and liabilities are translated at 
historical rates.  Revenues and expenses are translated at the exchange rates approximating those in effect 
on the date of the transactions.  Exchange gains and losses arising on translation are included in the 
statement of operations and comprehensive loss.   
 
The functional currency of MCSA and NX Gold is the Brazilian Real.  The assets and liabilities of MCSA and NX 
Gold are translated into the US dollar presentation currency using the rate of exchange at the statement of 
financial position date while revenues and expenses are translated at the exchange rates approximating 
those in effect on the date of the transactions.  Exchange gains and losses arising on translation are included 
in a separate component of equity. 

 
d) Use of Estimates and Judgments  

 
In preparing these financial statements, management has made judgments, estimates and assumptions that 
affect the application of the Company’s accounting policies and the reported amounts of the assets, 
liabilities, revenues and expenses.  Actual results may differ from these estimates.   
 
The estimates and assumptions are reviewed on an ongoing basis.  Revisions to estimates are recognized 
prospectively. 

 
Critical Judgments  

 
Going concern 

 
The preparation of these consolidated financial statements requires management to make judgments 
regarding its ability to continue as a going concern as discussed in Note 1.  
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Functional currency 
 

The functional currency of the Company and each of its subsidiaries is the currency of the primary economic 
environment in which the entities operate.  The Company has determined that the functional currency for 
the Company is the US dollar while the functional currency for MCSA and NX Gold is the Brazilian Real. 
Assessment of functional currency involves certain judgements to determine the primary economic 
environment and the Company reconsiders the functional currency of its entities if there is a change in events 
and conditions which determined the primary economic environment. 
 
Key Sources of Estimation Uncertainty  

 
The preparation of financial statements in conformity with IFRS requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and the disclosure of assets and 
liabilities at the date of the consolidated financial statements and the reported amounts of expenses during 
the reporting periods. Actual results could differ from those estimates and such differences could be 
significant. Significant estimates made by management affecting the consolidated financial statements 
include:  

 
Business Combinations 
 
Accounting for business combinations requires estimates with respect to the fair value of the assets and 
liabilities acquired.  Such estimates require valuation methods including discounted cash flows, depreciated 
replacement costs and other methods.  These models use forecasted cash flows, discount rates, current 
replacement costs and other assumptions.  Changes in these assumptions changes the value assigned to the 
acquired assets and liabilities and goodwill, if any.  
 
Significant assumptions related to the acquisition of MCSA and NX Gold are disclosed in Note 3. 
 
Impairment of property, plant and equipment 

 
The Company evaluates each asset or cash generating unit every reporting period to determine whether 
there are any indications of impairment. If any such indication exists, which is often judgmental, a formal 
estimate of recoverable amount is performed and an impairment loss is recognized to the extent that the 
carrying amount exceeds the recoverable amount. The recoverable amount of an asset or cash generating 
group of assets is measured at the higher of fair value less costs to sell and value in use. The evaluation of 
asset carrying values for indications of impairment includes consideration of both external and internal 
sources of information, including such factors as market and economic conditions, production budgets and 
forecasts, and life-of-mine estimates. 
 
When required, the determination of fair value and value in use requires management to make estimates 
and assumptions about expected production, sales volumes, commodity prices, mineral reserves, operating 
costs, closure and rehabilitation costs and future capital expenditures. The estimates and assumptions are 
subject to risk and uncertainty; hence, there is the possibility that changes in circumstances will alter these 
projections, which may impact the recoverable amount of the assets. In such circumstances, some or all of 
the carrying value of the assets may be further impaired or the impairment charge reduced with the impact 
recorded in the statement of operations and comprehensive income (loss). 
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Mineral reserve estimates including life of mine plan 
 
The Company estimates its mineral reserves and mineral resources based on information compiled by 
competent individuals.  Mineral reserves are used in the calculation of depreciation, impairment assessments 
and for forecasting the timing of payment of mine closure and rehabilitation costs. 
There are numerous uncertainties inherent in estimating mineral reserves, and assumptions that are valid at 
the time of estimation may change significantly when new information becomes available.  Changes in the 
estimation methodology, forecasted prices of commodities, exchange rates, production costs or recovery 
rates may change the economic status of mineral reserves and may, ultimately, result in changes in the 
mineral reserves. 

 
The carrying amounts of the Company’s mineral properties, plant and equipment are depleted based on 
recoverable mineral reserve tonnes processed, depending on the use of the asset.  Changes to estimates of 
recoverable quantities of base metals, mineral reserve tonnes and depletable costs, including changes 
resulting from revisions to the Company’s mine plans and changes in metals prices forecasts, can result in a 
change to future depreciation and depletion rates and may result in impairment charges. 
 
Mine closure and rehabilitation costs 
 
Significant estimates and assumptions are made in determining the provision for mine closure and 
rehabilitation as there are numerous factors that will affect the ultimate liability payable.  These factors 
include estimation of the extent and cost of rehabilitation activities; timing of future cash flows that are also 
impacted by changes in discount rates; inflation rate; and regulatory requirements. 
 
Changes in the above factors can result in a change to the provision recognized by the Company.  Changes 
to mine closure and rehabilitation costs are recorded with a corresponding change to the carrying amounts 
of related mineral properties, plant and equipment.  Adjustments to the carrying amounts of related mineral 
properties, plant and equipment can result in a change to future depreciation and depletion expense. 
 
Significant assumptions used to determine mine closure and rehabilitation costs are included in Note 12(a).  
 
Inventory 
 
The net recoverable value of stockpile inventory and production in work in progress inventory is based on 
the quantity of recoverable metal inventory which is an estimate based on the tons of ore added and 
removed from the process, expected grade and recovery rates. The quantity of recoverable metal in finished 
concentrate inventory is an estimate based on initial weights and assay results.  The net recoverable value 
of these inventories also requires estimates of expected selling prices and, where applicable, costs to 
complete and selling expenses. 
 
Fair value of embedded derivatives 
 
The value of trade receivables from the sale of copper concentrate is measured using quoted forward market 
prices as at the balance sheet date that correspond to the settlement date of the provisional pricing period 
for the estimated metals contained within the concentrate. Fluctuations in the underlying market prices of 
copper, silver and gold, metal content and concentrate weight can cause significant changes to the ultimate 
final settlement value of the receivables and the final revenue recorded can vary significantly as a result. 
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Measurement of fair value 
 
A number of the Company’s accounting policies and disclosures require the measurement of fair values, for 
both financial and non-financial assets and liabilities. 

When measuring the fair value of an asset or liability, the Company uses observable market data, as much 
as possible. Fair values are classified into different levels in a hierarchy based on the inputs used in the 
valuation techniques, as follows: 

• Level 1: quoted prices (without adjustments) in active markets for identical assets or liabilities.    

• Level 2: inputs other than Level 1 quoted prices, that are observable for the asset or liability, either 
directly (i.e. as prices) or indirectly (i.e. derived from prices).    

• Level 3: inputs, for assets or liabilities, that are not based on observable market information (non-
observable inputs). 

The Company recognizes transfers between levels of the hierarchy of fair value at the end of the reporting 
period during which the change occurred. 
 
When applicable, additional information on the assumptions used in the fair value calculations are disclosed 
in the specific notes of the corresponding asset or liability.   
 

e) Revenue 
 

Revenue is recognized when the significant risks and rewards of ownership have been transferred to the 
customer, recovery of the consideration is probable, there is no continuing management involvement with 
the goods and the amount of revenue to be recognized can be measured reliably. 

The sales amount is based on quoted market prices which may be fixed at the time the shipment is received 
at the customers’ premises or may be determined in a period subsequent to the date of sale (provisionally 
priced sales) based on the terms of specific copper concentrate contracts.  Revenues for sales are recorded 
at the time the shipment is received at the customers’ premises, which is also when the risks and rewards of 
ownership transfer to the customer.  Provisionally priced sales are recognized based on an estimate of metal 
contained using forward market prices corresponding with the expected date that final sales prices will be 
fixed.  The period between provisional pricing and final settlement can be up to four months.  This provisional 
pricing mechanism represents an embedded derivative.  The embedded derivative is recorded at fair value 
each reporting period by reference to forward market prices until the date of final pricing, with the changes 
in fair value recorded as an adjustment to revenue. 

 
f) Tax Incentives 

 
The Company receives certain tax incentives in Brazil.  These tax incentives are recognized in profit or loss in 
the period the incentives are received or receivable and recorded against the expenditure that they are 
intended to compensate. 
 

g) Finance Income and Finance Expense 
 

Finance income includes interest on cash and cash equivalents and restricted cash and financial investments 
and gains related to changes in the fair value of financial assets measured at fair value through profit. Interest 
income is recognized as it accrues in profit or loss, using the effective interest method. 
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Finance expense comprise interest expense on loans and borrowings, unwinding of the discount on 
provisions and losses related to changes in the fair value of financial assets measured at fair value through 
profit or loss. Borrowing costs that are not directly attributable to the acquisition, construction or production 
of a qualifying asset are recognized in earnings using the effective interest method.   
 

h) Employee Benefits 
 

Short-term employee benefit obligations are recognized as personnel expenses as the corresponding service 
is provided. Liabilities are recognized at the amount that is expected to be paid if the Company has a present 
legal or constructive obligation to pay that amount based on past services rendered by the employee, and 
the obligation can be estimated reliably.  There are no long-term employee benefits. 

 
i) Taxation 

 
Income tax expense comprises current and deferred tax.  Current income tax is the expected tax payable or 
receivable on the taxable income or loss for the year using tax rates enacted or substantively enacted at the 
reporting date.   
 
Deferred income tax is recognized in respect of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.  Deferred 
income tax is measured at the tax rates that are expected to be applied to temporary differences when they 
reverse, based on the tax laws that have been enacted or substantively enacted at the reporting date.  
Deferred income tax assets and liabilities are offset if there is a legally enforceable right to offset current tax 
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable 
entity.   Deferred income tax is not recognized for the initial recognition of assets or liabilities in a transaction 
that is not a business combination and that effects neither accounting nor taxable income or loss, differences 
related to investments in subsidiaries to the extent that it is probable that they will not reverse in the 
foreseeable future and taxable differences arising from the initial recognition of goodwill. 
 
A deferred income tax asset is recognized for unused tax losses, tax credits and deductible temporary 
differences, to the extent that it is probable that future taxable profits will be available against which they 
can be utilized.  Deferred income tax assets are reviewed at each reporting date and are reduced to the 
extent that it is no longer probable that the related tax benefit will be realized. 
 

j) Inventories 
 
Inventories are measured at the lower of cost and net realizable value. The cost of consumable inventory is 
determined on a weighted average acquisition cost basis.  Cost of stockpile inventory, products in progress 
and finished goods is determined based on a weighted average production cost basis and includes the cost 
of mining and processing ore including direct labour and materials; depreciation and amortization; and an 
appropriate share of production overheads based on normal operating capacity.  
 
Net realizable value of stockpile inventory, products in progress and finished goods is the estimated selling 
price in the ordinary course of business, less estimated completion costs and selling expenses. 
 
Provisions for low turnover or obsolete supplies and consumables inventory are established by management 
as deemed necessary. 
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k) Mineral Property, Plant and Equipment 
  

Mineral property, plant and equipment is measured at acquisition or construction cost, including capitalized 
borrowing costs, less accumulated depreciation and accumulated impairment losses.   

 
 
i) Acquisition and disposal 

 
The cost of mineral property, plant and equipment include expenditures directly attributable to an asset’s 
acquisition. The cost of assets constructed by Company includes the cost of materials and direct labor, any 
other costs to bring the asset in the place and conditions required to be operated in the manner intended by 
management, costs of disassembly and restoration of the site and borrowing costs on qualifying assets. 
When parts of mineral property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of mineral property, plant and equipment. 
 
Gains and losses on disposal of mineral property, plant and equipment are determined by comparing the 
proceeds from disposal with the carrying amount of equipment, and are recognized net within other income 
on the statement of operations and comprehensive income (loss).  
 
ii) Subsequent costs 

 
The cost of replacing plant and equipment is recognized in the carrying amount of the item if it is probable 
that the future economic benefits embodied within the item will flow to the Company and its cost can be 
measured reliably.  The carrying amount of the replaced item is derecognized.  The costs of the day-to-day 
servicing of equipment are expensed.   
 
iii) Development and construction in progress 

 
When economically viable mineral reserves have been determined and the decision to proceed with 
development has been approved, exploration and evaluation assets are first assessed for impairment, then 
reclassified to construction-in-progress or mineral properties. The expenditures related to development and 
construction are capitalized as construction-in-progress and are included within mineral property, plant and 
equipment. Costs associated with the commissioning of new assets incurred before they are operating in the 
way intended by management, including directly attributable costs of testing, are capitalized. Construction in 
progress includes the purchase price and any costs directly attributable to bringing the asset to the location 
and condition necessary for its intended use including advances on long-lead items.  Construction in progress 
is not depreciated.   
 
Once the asset is operating in the way intended by management, construction-in-progress costs are 
reclassified to mineral properties or plant and equipment.  
 
Pre-production costs of removing overburden to access ore in the open pit mines and developing access 
headings in the underground mines are capitalized as pre-production stripping or development costs 
respectively and are included within mineral properties, plant and equipment.  

 
iv) Mineral properties 
 
Mineral properties consist of the cost of acquiring and developing mineral properties.  Once in production, 
mineral properties are amortized on a units-of-production basis over the component of the ore body to which 
they relate.  
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v) Stripping costs and development in the production phase 
 

Where open pit production stripping or underground development activities do not result in inventory 
produced, but does provide improved access to the ore body, the costs are classified as mineral properties 
when these activities meet all of the following criteria: (1) it is probable that the future economic benefit 
associated with the activity will flow to the Company; (2) the Company can estimate the mineral reserve of 
the ore body for which access has been improved; and (3) the costs relating to the activity associated with 
that mineral reserve can be measured reliably.  

For underground mines, costs incurred to access a mineral reserve of the ore body are capitalized to mineral 
properties or construction-in-progress and are depreciated on a units-of-production basis over the expected 
useful life of the identified mineral reserve of the ore body to which access has been improved as a result of 
the development activity.  For open pit mines, stripping costs are capitalized to mineral properties or 
construction-in-progress until an average stripping ratio is achieved (waste/ore) for the mine.  After the 
stripping ratio is achieved, all stripping costs are classified as production costs.  The capitalized stripping costs 
are depreciated over the related mineral reserves accessed by the stripping activity. 

vi) Environmental recovery and decommissioning costs 

The Company’s provision for decommissioning liabilities represents management’s best estimate of the 
present value of the future cash outflows required to settle estimated reclamation and closure costs at the 
end of a mine’s life. The provision reflects estimates of future costs, inflation, movements in foreign exchange 
rates and assumptions of risks associated with the future cash outflows, and the applicable risk-free interest 
rates for discounting the future cash outflows. Changes in the above factors can result in a change to the 
provision recognized by the Company. 
 

vii) Depreciation 
 

Items of mineral property, plant and equipment are depreciated on a straight-line method based on the 
estimated economic useful life of each component as follows: 

    
Buildings Up to 25 years 
Mining equipment 4 years 
Mobile equipment & other assets 5 years 
Mineral properties Units of production 
Mine Closure and rehabilitation costs Units of production 
Leasehold improvements Term of lease 

 
The depletion of mineral properties and mine closure and rehabilitation costs is determined based on the 
ratio of tons of copper contained in the ore mined and total proven and probable mineral reserve tonnes of 
contained copper.   
 
Depreciation methods, useful lives and residual values are reviewed at each financial year end and adjusted 
if appropriate.   
 

l) Exploration and Evaluation Assets 
 

Exploration and evaluation costs relate to the initial search for a mineral deposit, the cost of acquisition of a 
mineral property interest or exploration rights and the subsequent evaluation to determine the economic 
potential of the mineral deposit. The exploration and evaluation stage commences when the Company 
obtains the legal right or license to begin exploration and subsequently exploration and evaluation expenses 
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are capitalized as exploration and evaluation assets.  Costs incurred prior to the Company obtaining the legal 
rights are expensed. 

 
When the exploration and evaluation of a mineral property indicates that development of the mineral 
property is technically and commercially feasible, the future economic benefits are probable, and the 
Company has the intention and sufficient resources to complete the development and use or sell the asset, 
the related costs are transferred from exploration and evaluation assets to mineral property, plant and 
equipment. 
 
Management reviews the carrying value of capitalized exploration costs for indicators that the carrying value 
is impaired at least annually. The review is based on the Company’s intentions for further exploration and 
development of the undeveloped property, results of drilling, commodity prices and other economic and 
geological factors. Subsequent recovery of the resulting carrying value depends on successful development 
or sale of the undeveloped project. If a property does not prove viable, all non-recoverable costs associated 
with the project, net of any previous impairment provisions, are written off. 

 
m) Financial Instruments  

 
The Company classifies non-derivative financial assets into the following categories: financial assets at fair 
value through profit or loss, held-to-maturity financial assets, loans and receivables and available-for-sale 
financial assets.  
 
The Company classifies non-derivative financial liabilities into the following categories: financial liabilities at 
fair value through profit or loss and other financial liabilities. 

 
i) Non-derivative financial assets and liabilities – recognition and derecognition 

 
The Company initially recognizes loans and receivables and debt securities issued on the date when they are 
originated. All other financial assets and financial liabilities are initially recognized on the trade date when 
the Company becomes a party to the contractual provisions of the instrument.  

The Company derecognizes a financial asset when the contractual rights to the cash flows from the asset 
expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially 
all of the risks and rewards of ownership of the financial asset are transferred, or it neither transfers nor 
retains substantially all of the risks and rewards of ownership and does not retain control over the transferred 
asset. Any interest in such derecognized financial assets that is created or retained by the Company is 
recognized as a separate asset or liability.  

The Company derecognizes a financial liability when its contractual obligations are discharged, or cancelled, 
or expire. 

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial 
position when, and only when, the Company currently has a legally enforceable right to offset the amounts 
and intends either to settle them on a net basis or to realize the asset and settle the liability simultaneously.  

 
ii) Non-derivative financial assets – measurement 
 
Financial assets at fair value through profit or loss 
 
A financial asset is classified at fair value through profit or loss if it is classified as held for trading or is 
designated as such upon initial recognition.  Financial assets are designated at fair value through profit or 
loss if it eliminates or significantly reduces an accounting mismatch, the Company manages such investments 
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and makes purchase and sale decisions based on their fair value in accordance with the Company’s 
documented risk management or investment strategy or the financial asset contains one or more embedded 
derivatives.  Upon initial recognition, these financial assets are recognized at fair value and attributable 
transaction costs are recognized in profit or loss as incurred.  Subsequent to initial recognition, financial 
assets at fair value through profit or loss are measured at fair value, and changes therein are recognized in 
profit or loss. 
The Company does not currently have financial assets designated as at fair value through profit or loss. 
 
Held-to-maturity financial assets 
 
If the Company has the positive intent and ability to hold debt securities to maturity, then such financial 
assets are classified as held-to-maturity.  Held-to-maturity financial assets are recognized initially at fair value 
plus any directly attributable transaction costs.  Subsequent to initial recognition held-to-maturity financial 
assets are measured at amortized cost using the effective interest method, less any impairment losses.  
  
Financial investments have been classified as held to maturity as they are directly related to loan agreements 
with a Brazilian financial institution which requires the establishment of a reserve fund.  Redemptions of 
financial investment are conditional on the Company making the scheduled loan repayments. 
 
Loans and receivables 
 
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an 
active market.  Such assets are recognized initially at fair value plus any directly attributable transaction 
costs. Subsequent to initial recognition, loans and receivables are measured at amortized cost using the 
effective interest method, less any impairment losses. 
 
Loans and receivables include cash and cash equivalents, restricted cash, deposits and accounts receivable.  
 
Cash is comprised of cash on hand and demand deposits.  Cash equivalents are short-term, highly liquid 
investments with original maturities of three months or less that are readily convertible to known amounts 
of cash and which are subject to an insignificant risk of change in fair value.   
 
Available-for-sale financial assets 
 
Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale 
and that are not classified in any of the previous categories.  They are measured at fair value and changes 
therein, other than impairment losses and foreign currency differences on available-for-sale debt 
instruments, are recognized in other comprehensive income and presented within equity in accumulated 
other comprehensive income.  When an investment is derecognized, the cumulative gain or loss in other 
comprehensive income is transferred to profit or loss. 
 
The Company does not currently have any financial assets classified as available for sale. 
 
iii) Non-derivative financial liabilities - measurement 

 
Financial liabilities at fair value through profit or loss 

 
A financial liability is classified as at fair value through profit or loss if it is classified as held for trading or is 
designated as such on initial recognition. Directly attributable transaction costs are recognized in profit or 
loss as incurred. Financial liabilities at fair value through profit or loss are measured at fair value and changes 
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therein, including any interest expense, are recognized in profit or loss. The Company does not currently have 
any liabilities classified as fair value through profit or loss. 
 
Other financial liabilities 
 
Other non-derivative financial liabilities are recognized initially at fair value less any directly attributable 
transaction costs on the trade date on which the Company becomes a party to the contractual provisions of 
the instrument.  Subsequent to initial recognition, the Company’s financial liabilities are measured at 
amortized cost using the effective interest method.   
 
The Company’s non-derivative financial liabilities include accounts payable and accrued liabilities, other non-
current liabilities, and loans and borrowings.     
 
iv) Derivative financial instruments 

 
From time to time, the Company holds derivative financial instruments to mitigate risks related to changes 
in commodity prices, interest rates of its loans and borrowings and foreign currencies.  Embedded derivatives 
are separated from the host contract and accounted for separately if certain criteria are met. 
 
Derivatives are initially recognized at their fair value and the attributable transaction costs are recognized in 
profit or loss when incurred. After initial recognition, derivatives are measured at fair value and changes in 
fair value are recorded in profit or loss. 
 
Trade receivables may include embedded derivatives related to provisionally priced sales and are measured 
at fair value with changes recognized in profit or loss. 

  
v)  Compound instruments 

 
Equity components of compound instruments, such as convertible debt, are separated from the debt host 
contract using the residual method. The Company determines the fair value of the debt component by 
discounting the expected principal and interest payments using an appropriate discount rate reflective of 
debt instruments with similar risks but without the equity component. The difference between the proceeds 
received and the amount assigned to the debt component is allocated to the equity component. 
 
vi) Share capital 

 
Common shares are classified as equity.  Incremental costs directly attributable to the issuance of common 
shares and share options are recognized as a deduction from equity, net of any tax effects. The Company 
includes the value of share purchase warrants included in the issuance of equity units, which consist of a 
common shares and warrants, in share capital. 

 
n) Impairment 

  
i) Financial assets 

 
A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine 
whether there is objective evidence that it is impaired.  A financial asset is impaired if objective evidence 
indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had 
a negative effect on the estimated future cash flows of that asset. 

 
An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference 
between its carrying amount and the present value of the estimated future cash flows discounted at the 
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asset’s original effective interest rate. Losses are recognized in profit or loss and reflected in an allowance 
account against receivables. When a subsequent event causes the amount of impairment loss to decrease, 
the decrease in impairment loss is reversed through profit or loss.  
 
Impairment losses on available-for-sale financial assets are recognized by reclassifying the losses 
accumulated in the fair value reserve in equity to profit or loss.  The cumulative loss that is reclassified from 
equity to profit or loss is the difference between the acquisition cost, net of any principal repayment and 
amortization, and the current fair value, less any impairment loss recognized previously in profit or loss.  Any 
subsequent recovery in the fair value of an impaired available-for-sale equity security is recognized in other 
comprehensive income (loss). 
 
ii) Non-Financial assets 

 
At each reporting date the carrying amounts of the Company’s mineral properties, plant and equipment and 
exploration and evaluation assets are reviewed to determine whether there is any indication that those 
assets are impaired. If such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment, if any. Goodwill is tested annually regardless of whether there is an 
indicator of impairment. The recoverable amount is the higher of fair value less costs to sell and value in use, 
which is the present value of future cash flows expected to be derived from the asset or its related cash 
generating unit.  For purposes of impairment testing, assets are grouped at the lowest levels that generate 
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups 
of assets (the “cash-generating unit”). 
 
If the recoverable amount of an asset or cash generating unit is estimated to be less than its carrying amount, 
the carrying amount of the associated assets are reduced to their recoverable amount and the impairment 
loss is recognized in the profit or loss for the period. 
 
Impairment losses recognized in prior periods are assessed at each reporting date for any indications that 
the loss has decreased or no longer exists.  An impairment charge is reversed through profit or loss only to 
the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 
determined, net of any applicable depreciation, if no impairment loss had been recognized.   An impairment 
loss for goodwill is not reversed.  

 
o) Provisions 

 
i) Mine closure and rehabilitation provision 
 
The Company records the present value of estimated costs of legal and constructive obligations related to 
mine closure and rehabilitation in the period in which the obligation occurs.  Mine closure and rehabilitation 
activities include facility decommissioning and dismantling; removal and treatment of waste materials; site 
and land rehabilitation, including compliance with and monitoring of environmental regulations; and related 
costs required to perform this work and/or operate equipment designed to reduce or eliminate 
environmental effects.  The provision is adjusted each period for new disturbances, and changes in regulatory 
requirements, the estimated amount of future cash flows required to discharge the obligation, the timing of 
such cash flows and the pre-tax discount rate specific to the liability.  The unwinding of the discount is 
recognized in profit or loss as a finance expense. 
 
When the provision is initially recognized, the corresponding cost is capitalized by increasing the carrying 
amount of the related asset, and is amortized to profit or loss on a unit-of-production basis.   
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ii) Other provisions 
 
Other provisions are recognized, based on a past event, when the Company has a legal or constructive 
obligation that can be estimated reliably, and it is probable that an economic mineral resource will be 
required to settle the obligation. Provisions are measured by discounting the expected future cash flows at 
a pre-tax rate that reflects current market assessments of the time value of money and specific risks for the 
liability. The discount is unwound over the period over which the cash flows are expected to be incurred with 
the related expense included in finance expense. 

p) Share-Based Compensation 
 

The grant date fair value of share-based payment awards granted to employees and consultants, including 
directors and officers, is recognized as an employee expense, with a corresponding increase in equity, over 
the period that the employees unconditionally become entitled to the awards. The amount recognized as an 
expense is adjusted to reflect the number of awards for which the related service and non-market vesting 
conditions are expected to be performed or satisfied such that the amount ultimately recognized as an 
expense is based on the number of awards that meet the related service and non-market performance 
conditions at the vesting date.  

 
q) Leases 

 
At inception of an arrangement, the Company determines whether the arrangement is or contains a lease.  
Payments made under operating leases are recognized in profit or loss on a straight-line basis over the lease 
term. Lease incentives received, if any, are included in the total lease expense to be recognized over the term 
of the lease.  At the reporting date the Company has no arrangements that contain a finance lease. 
 

r) Income (Loss) per Share 
 

Basic income (loss) per share is calculated by dividing the profit or loss attributable to common shareholders 
of the Company by the weighted average number of common shares outstanding during the period.  Diluted 
income (loss) per common share is calculated by adjusting the weighted average number of common shares 
outstanding for the effect of conversion of all potentially dilutive share equivalents, such as stock options 
and warrants, and assumes that the receipt of proceeds upon exercise of the options are used to repurchase 
common shares at the average market price during the period.  The net effect of the shares issued less the 
shares assumed to be repurchased is added to the basic weighted average shares outstanding.  For 
convertible instruments, the common shares to be included in the diluted per share calculation assumes that 
that the instrument is converted at the beginning of the period (or the issue date if later). The profit or loss 
attributable to common shareholders is adjusted to eliminate related interest costs recognized in profit or 
loss for the period. 
 

s) Comparative Figures 
 
Certain of the comparative figures in the statement of financial position have been recast to reflect final 
adjustments to the purchase price allocation and to conform with the current period presentation (see Note 
3). 
 

t) Changes in Current and Future Accounting Standards  
 

A number of new standards and amendments to standards are effective for annual periods beginning after 
January 1, 2018.  The standards that may have a significant impact on the consolidated financial statements 
are as follows: 
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i) IFRS 15 Revenue from Contracts with Customers 
 

On May 28, 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers (“IFRS 15”).  The new 
standard is effective for the Company on January 1, 2018. Earlier application is permitted. IFRS 15 will 
replace IAS 11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programs, IFRIC 15 
Agreements for the Construction of Real Estate, IFRIC 18 Transfer of Assets from Customers, and SIC 31 
Revenue – Barter Transactions Involving Advertising Services. On April 12, 2016, the IASB issued 
Clarifications to IFRS 15, Revenue from Contracts with Customers, which is effective at the same time as 
IFRS 15.   
 
The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step 
analysis of transactions to determine whether, how much and when revenue is recognized.  New 
estimates and judgmental thresholds have been introduced, which may affect the amount and/or timing 
of revenue recognized. The new standard applies to contracts with customers. It does not apply to 
insurance contracts, financial instruments or lease contracts, which fall in the scope of other IFRSs. 
 
The clarifications to IFRS 15 provide additional guidance with respect to the five-step analysis, transition, 
and the application of the Standard to licenses of intellectual property. 
 
While the Company is currently completing its evaluation of the new standard, the Company does not 
expect any significant impact on the consolidated financial statements from the adoption of IFRS 15, 
however does anticipate additional disclosure requirements.  

 
ii) IFRS 9 Financial Instruments 
 

On July 24, 2014, the IASB issued the complete IFRS 9, Financial Instruments (“IFRS 9”).  IFRS 9 is effective 
for the Company on January 1, 2018 and must be applied retrospectively with some exemptions. Early 
adoption is permitted.  The restatement of prior periods is not required and is only permitted if 
information is available without the use of hindsight. 
 
IFRS 9 introduces new requirements for the classification and measurement of financial assets. Under 
IFRS 9, financial assets are classified and measured based on the business model in which they are held 
and the characteristics of their contractual cash flows.  The standard also introduces additional changes 
relating to financial liabilities and amends the impairment model by introducing a new ‘expected credit 
loss’ model for calculating impairment. 
 
IFRS 9 also includes a new general hedge accounting standard which aligns hedge accounting more 
closely with risk management. This new standard does not fundamentally change the types of hedging 
relationships or the requirement to measure and recognize ineffectiveness, however it will provide more 
hedging strategies that are used for risk management to qualify for hedge accounting and introduce 
more judgment to assess the effectiveness of a hedging relationship. 
 
Special transitional requirements have been set for the application of the new general hedging model.  
 
While the Company is currently completing its evaluation of the new standard, the Company does not 
expect any significant impact on the consolidated financial statements from the adoption of IFRS 9.  
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iii) IFRS 16 Leases 
 

On January 13, 2016, the IASB issued IFRS 16 Leases (“IFRS 16”). The new standard is effective for the 
Company on January 1, 2019. Earlier application is permitted for entities that apply IFRS 15 Revenue from 
Contracts with Customers at or before the date of initial adoption of IFRS 16. IFRS 16 will replace IAS 17 
Leases. 
 
This standard introduces a single lessee accounting model and requires a lessee to recognize assets and 
liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value. 
A lessee is required to recognize a right-of-use asset representing its right to use the underlying asset 
and a lease liability representing its obligation to make lease payments. 
 
This standard substantially carries forward the lessor accounting requirements of IAS 17, while requiring 
enhanced disclosures to be provided by lessors.  Other areas of the lease accounting model have been 
impacted, including the definition of a lease. Transitional provisions have been provided. 
 
The Company is currently evaluating the impact that IFRS 16 will have on the consolidated financial 
statements.   

 
 
3. Business Combination 
 
On December 12, 2016, the Company obtained control of MCSA and NX Gold by acquiring an 85% and a 28% interest 
in each entity, respectively.  Although the Company only acquired a 28% economic interest in NX Gold, by virtue of 
a shareholders’ agreement with the shareholder vendors of NX Gold, the Articles of Incorporation of NX Gold and 
the composition of the Board of Directors of NX Gold, the Company had control over all key operating, financing 
and investing activities.  Accordingly, the Company consolidated the accounts of NX Gold. As the Company’s 28% 
interest in NX Gold was acquired from one of the same shareholders as MCSA and was contemplated as part of the 
MSCA acquisition, for accounting purposes the acquisitions are considered a single acquisition.  The acquisition of 
MCSA is in line with the Company’s strategy to become a leading mid-tier copper producer though organic growth 
and disciplined acquisitions.  The acquisition has been accounted for as a business combination.  The cash 
consideration paid was nominal and the Company agreed to assume all of the loans and borrowing and other 
obligations of MCSA and NX Gold. 
 
As at December 31, 2016, the allocation of the purchase price to the fair value of the assets and liabilities was 
preliminary.  During the year ended December 31, 2017, the Company completed the final purchase price allocation 
including the valuation of its mineral resources beyond proven and probable reserves and the assessment of certain 
deferred tax balances.  As a result of the final assessments, certain comparative information as at December 31, 
2016 has been recast to reflect the final adjustments.   The final purchase price allocation, based on estimated fair 
value of the identifiable assets acquired and liabilities assumed on December 12, 2016, and the adjustment made 
to the preliminary purchase price allocation are as follows: 
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The impact of the above noted adjustments was to increase mineral property, plant and equipment by $18.4 million, 
eliminate goodwill of $17.4 million and increase the deferred income tax liability by $1.0 million.  The impact of the 
reclassifications was to decrease accounts payable and accrued liabilities by $8.2 million and to increase value 
added, payroll and other taxes by $8.2 million.  The non-current portion of the value added, payroll and other taxes 
of $8.7 million at December 31, 2016 has now been presented separately in the statement of financial position, 
resulting in a reduction to other non-current liabilities previously reported.  There was no impact to net loss, 
comprehensive loss or cash flows for the period ended December 31, 2016 as a result of finalizing the purchase 
price allocation. 
 
Mineral properties were valued using a discounted cash flow model using expected future cash flows to be 
generated by the mine over its remaining life, based on proven and probable mineral reserves.  Copper prices used 
to estimate revenues ranged from US$2.35 per pound to US$2.90 per pound for the forecast period. The cash flows 
were discounted using a discount rate of 13.9%.  Mineral resources were valued based on identified resources and 
$0.03 per pound of in situ copper based on market transactions for similar properties. 

 
The fair value of the majority of the plant and equipment was determined using the depreciated replacement cost 
method which estimates the current replacement costs and adjust this amount for physical depreciation and 
functional and technological obsolescence.  Where an active market was available for certain of these assets, the 
fair market value of these assets in active markets was used. 
 
The fair value of the exploration and evaluation assets acquired was determined based on the identified mineral 
resources and $0.03 per pound of in situ copper based on market transactions for similar properties. 

 
The fair value of debt facilities and certain other long-term liabilities was estimated using the expected cash flows 
discounted at market rates of interest for comparable instruments adjusted for the estimated credit risk of MCSA.  
Such discount rates ranged from 7% – 20% depending on the instrument, the term of the debt, security and other 
factors.  Certain of the creditors of MCSA agreed to split amounts outstanding into Class A and B notes (Note 10) 
with the Class B notes repayable only if, among other things, the Class A notes are not repaid in accordance with 
the restructured agreements. On the acquisition date, the Company expected that, based on estimated cash flows, 
it would be able to repay the Class A notes and meet the other conditions specified in the restructured agreements 

As Reported Adjustments Reclassifications Final
Cash and cash equivalents  $             131  $                 -    $                         -    $        131 
Accounts receivable 90 -                      -                              90
Inventories 4,939 -                      -                              4,939
Other current assets 6,145 -                      -                              6,145
Mineral property, plant and equipment 212,067 18,415 -                              230,482   
Exploration and evaluation assets 25,745 -                      -                              25,745
Deposits 1,975 -                      -                              1,975
Other non-current assets 592 -                      -                              592
Goodwill 17,369 (17,369) -                              -                
Assets held for sale 24,711          -                      -                              24,711
Accounts payable and accrued liabilities (35,839)         -                      8,223                     (27,616)    
Value added, payroll and other taxes (17,566)         -                      (16,807)                 (34,373)    
Loans and borrowings (160,632)       -                      -                              (160,632)  
Provisions (28,135)         -                      -                              (28,135)    
Other non-current liabilities (9,512)           -                      8,584                     (928)          
Deferred income tax liabilities (17,369)         (1,046)            -                              (18,415)    
Liabilities related to assets held for sale (24,711)         -                      -                              (24,711)    
Net  $                -    $                 -    $                         -    $            -   
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and no repayment of the Class B notes would be required.  Accordingly, the fair value of the Class B notes was 
determined to be Nil.  

 
The majority of the fair value of identifiable assets acquired in respect of NX Gold relate to mineral property, plant 
and equipment and inventory.  The majority of the fair value of identifiable liabilities assumed in respect of NX Gold 
relate to accounts payable and accruals, loans, borrowings and provisions. 
 
The Company intends to dispose of its interest in NX Gold as it is not within its core copper business.  Accordingly, 
the assets and liabilities of NX Gold acquired by the Company are presented as assets held for sale and liabilities 
related to assets held for sale, and subsequent results of operations as discontinued operations. 

 
As the fair value of the net assets and liabilities acquired was Nil, no non-controlling interest results on acquisition. 
 
In June 2017, the Company acquired an additional 10,952,276,044 shares of MCSA, increasing its ownership interest 
in MCSA to 99.5%, by subscribing to shares issued from treasury for $34.3 million.  In August 2017, MCSA acquired 
1,938,143,830 shares of NX Gold, increasing the Company’s direct and indirect ownership interest in NX Gold to 
97.6%, by converting intercompany loans owing by NX Gold to MCSA into common shares.  In December 2017, the 
Company acquired an additional 2,496,041,356 shares of MCSA, increasing its ownership interest in MCSA to 99.6%, 
by subscribing to shares issued from treasury for $22.6 million.  The resulting reductions in the non-controlling 
interest have been recorded as a reclassification within equity between accumulated deficit and non-controlling 
interests. 

 

4. Inventories 
 

 
 
 
 
 
  

December 31, 2017 December 31, 2016
Supplies and consumables 7,117$                           5,071$                            
Stockpile 127 -                                  
Work in progress 253 110
Finished goods 981 -                                  

8,478$                           5,181$                            
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5. Other Current Assets 
 

 
(a) Advances to employees include short term advances of salary, vacation and other benefits granted to employees of the 

Company’s subsidiary MCSA. 

 
 
6. Assets and Liabilities Held for Sale 
 
As at December 31, 2017, the Company holds a 97.6% interest in NX Gold. The Company intends to dispose of its 
interest in NX Gold as it is not within its core copper business.  The Company’s interest in NX Gold has been 
measured at fair value less costs to sell at the acquisition date and was classified as a disposal group held for sale. 
Therefore, all its assets are grouped together in assets held for sale and all its liabilities are grouped together in 
liabilities related to assets held for sale. 
 
NX Gold is classified as a discontinued operation as at December 31, 2017, given that it is a subsidiary that was 
classified as a disposal group and acquired exclusively for resale purposes. 
 

 
 
Assets held for sale are held at the lower of carrying value and fair value.  The increase in the value of the net assets 
held for sale is the result of investments made by the Company to pay down liabilities and provide working capital 
to NX Gold. 

December 31, 2017 December 31, 2016
Advance to suppliers 1,447$                           2,657$                            
Prepaid expenses 3,099 2,179
Advances to employees (a) 554 723
Value added federal taxes recoverable 1,143 428

6,243$                           5,987$                            

December 31, 2017 December 31, 2016
Assets held for sale 27,663$                         24,846$                          
Liabilities held for sale (20,957) (24,846)                           

6,706$                           -$                                
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7. Mineral Property, Plant and Equipment   

     
 
Buildings, equipment and mining rights for the Pilar UG Mine and the integrated Caraíba Mill, the R22W Mine and 
the Vermelhos UG Mine, which comprise mineral properties in the table above, have been pledged as security for 
loans and borrowings (Note 10). 
 
Included in Mineral Properties is $22.4 million related to the value of mineral resources beyond proven and 
probable reserves not currently being amortized. 
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8. Exploration and Evaluation Assets 
 
On October 26, 2007, MCSA acquired the copper/gold Boa Esperança Property located in the Municipality of 
Tucumã, in the state of Pará, Brazil which consists of a single mineral concession.  This property is in the early stages 
of exploration with various geological mineral resource studies and a completed feasibility study.   

The mining rights of the Boa Esperança Property are pledged as security for certain of the Company’s loans (Note 
10).  

 
9. Accounts Payable and Accrued Liabilities 
 

 
 
 
10.  Loans and Borrowings 
 

  
The carrying values of the loans and borrowings in the schedule above includes accrued interest, while the principal 
to be repaid does not include accrued interest. 
 
Changes in loans and borrowings are as follows: 
 

  
 
 
 

December 31, 2017 December 31, 2016
Suppliers 13,331$                         15,276$                      
Payroll and related charges 6,870 4,449
Other accrued liabilities 767 329

20,968$                         20,054$                      

Description Denomination Security Time to Maturity Coupon rate
Principal to 

be repaid

Carrying value 
December 31, 

2017

Carrying value 
December 31, 

2016
Bank loans USD Secured 108 months 8.83% 53,397$              54,301$                 89,438$                 
Bank loan USD Secured 108 months 7.50% -                       -                          31,950                   
Bank loans USD Unsecured 16-108 months 7.50% 18,418                18,811                   20,720                   
Bank loan BRL R$ Secured 108 months 7.50% 13,104                9,656                     9,457                     
Bank loan BRL R$ Unsecured 108 months CDI + 0.5% 10,102                8,004                     8,036                     
Equipment finance loans BRL R$ Secured 24 months 6.00% 576                      514                         1,005                     
Senior non-revolving credit facility USD Secured 60 months CBR + 6% 50,000                47,790                   -                          
Other USD Unsecured 3 months 0%-5.19% 90                        90                           1,518                     

Total 145,687$            139,166$               162,124$               

Current portion: 5,601$                   108,137$               
Non-current portion: 133,565$               53,987$                 

2017 2016
Balance, beginning of period 162,124$                -$               
Loans acquired -                           160,632         
New senior non-revolving credit facility (Note 10(a)) 47,773                     -                 
New equipment finance loan 261                          325                
Debt extinguishment (Note 10(c)) ( 76,282 )                 -                 
Principal and interest payments ( 8,935 )                    ( 472 )             
Interest accretion 14,503                     760                
Foreign exchange ( 278 )                       879                
Balance, end of period 139,166$                162,124$      
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(a) Senior non-revolving credit facility 
 
In December 2017, the Company entered into a new $50 million senior secured non-revolving credit facility (the 
“Facility”) with a Canadian financial institution.  The new Facility matures on December 21, 2022 and requires equal 
quarterly principal payments of $3.1 million commencing on December 31, 2019.  The Company may prepay all or 
part of the facility at any time without penalty. The Facility bore an interest rate equal to the base rate + 6.0% from 
the inception of the Facility to December 31, 2017.  The base rate is defined in the Facility as the greater of (a) the 
aggregate of (i) weighted average of the rates on overnight federal funds transactions with members of the Federal 
Reserve System as published by the Federal Reserve Bank of New York and (ii) 0.5% per annum and (b) the base 
rate for United States dollar loans as determined by the lender.  At December 31, 2017 the aggregate interest rate 
was 11%.  Subsequent to December 31, 2017, the Company elected to use an interest rate of LIBOR + 7% and will 
pay interest using this rate until the later of December 31, 2018 or commencement of production at the Vermelhos 
UG Mine.  Subsequent to that, the interest rate will be reduced to a rate of between LIBOR + 4.5% and LIBOR + 
5.5%, depending on the Company’s leverage ratio at that time.  The applicable margins are also subject to annual 
increases as defined in the Facility.  The Company incurred transaction costs associated with the Facility of $2.2 
million which have been included in the carrying value of the Facility and are being amortized using an effective 
interest rate of 12.8%.  The Facility is secured by pledges of mineral rights relating to the Pilar UG Mine, the 
Vermelhos UG Mine, and the Boa Esperança Property.  The Company is required to comply with certain financial 
covenants.  As of the date of these consolidated financial statements, the Company is in compliance with these 
covenants. 
 
As per the requirements of the Facility, the Company is required to maintain a separate bank account with sufficient 
funds to cover scheduled principal payments, interest and fees for the next two fiscal quarters.  At December 31, 
2017, $2.2 million was on deposit in the designated debt service account and is presented as restricted cash in the 
statement of financial position.   
 
(b) Bank loans 
 
The banks loans relate to the Company’s subsidiary MCSA and were recognized at the acquisition date (note 3) at 
fair value and have subsequently been recognized at amortized cost.  Interest is being recognized using the effective 
interest rate method at interest rates ranging from 7% - 20%.   
 
The secured bank loans are secured by buildings and equipment, deposits, and the mining rights of the Pilar UG 
Mine and the integrated Caraíba Mill, the R22W Mine, the Vermelhos UG Mine (Note 7) and the Boa Esperança 
Property (Note 8).  In addition, some of the loans are endorsed by NX Gold, which means that in the event that 
MCSA defaults on the loan, the banks are legally able to request payment from NX Gold (Note 1). 
 
At the acquisition date MCSA had loans and borrowings totaling $211.8 million which, in accordance with the terms 
of the original loan agreements, were due in installments over a four-year period.  However, the agreements 
contained covenants regarding financial ratios and MCSA was not in compliance with such covenants related to 
certain of the debt agreements during 2016 and on the acquisition date nor had waivers been obtained from the 
lenders. 
 
On December 2, 2016, MCSA restructured these arrangements.  Pursuant to the restructuring agreements, the 
lenders agreed to split these loans into Class A and Class B notes.  The principal amount of the Class A notes totaled 
$127.9 million and are repayable over an eight-year period commencing at the earliest of the date of commercial 
production of copper concentrates from the Vermelhos UG Mine or May 2019.  The principal amount of the Class 
B notes on the acquisition date totaled $83.9 million and are repayable only if, among other things, the Class A 
notes are not repaid in accordance with the restructured agreements. On the acquisition date, the Company 
expected that based on estimated cash flows, it would be able to repay the Class A notes and meet the other 
conditions specified in the restructured agreements and no repayment of the Class B notes would be required. 
Accordingly, the Class B notes totaling $83.9 million were determined to have a $Nil fair value at the acquisition 
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date. As at December 31, 2017, the Company continues to expect that it will repay the Class A notes in accordance 
with the restructured agreement and the remaining principal amount of the Class B notes totaling $35.3 million are 
not included in the loans and borrowings as at December 31, 2017.  The reduction in the principal amount of the 
Class B notes is the result of the Company’s settlement of certain loans as disclosed in Note 10(c). 
 
Although the debt restructuring agreements were signed on December 2, 2016, they came into effect in May 2017 
following the satisfaction of certain conditions precedent by the Company and MCSA.  As the conditions precedent 
were not satisfied by December 31, 2016, the fair value of those loans totaling $104.2 million, was classified as a 
current liability in the December 31, 2016 consolidated financial statements.  Upon satisfaction of the conditions in 
May 2017, the restructured agreements became effective and the carrying value of these loans are included in the 
long-term portion of loans and borrowings as at December 31, 2017.   
 
Pursuant to the restructured agreements and agreements with other lenders, MCSA is required to comply with 
certain financial covenants.  As of the date of these consolidated financial statements, MCSA was in compliance 
with these covenants. 
 
(c) Participation agreement 
 
In December 2017, a Canadian financial institution purchased certain of MCSA’s secured bank loans with a total 
carrying value of $76.3 million.  The Company then entered into an arrangement with the Canadian financial 
institution whereby the Company acquired the rights to any and all payments of interest and principal that MCSA 
makes to the Canadian financial institution over the term of the loans acquired by the Canadian financial institution.  
These rights that the Company acquired constitute settlement of certain of MCSA’s secured bank loans.  The 
Company acquired these rights for $47.6 million, resulting in a gain on debt settlement of $28.7 million. 
 
(d) Debt repayments 
 
Repayments of the principal portion of loans and borrowings is as follows: 
 

  
 
The debt repayments are based on the restructured agreements which came into effect in May 2017 (Note 10(a) 
above). 
 
 
 
 
 
 
 
 
 
 
 
 
 

2018  5,601$                     
2019  26,938                     
2020 24,985                     
2021 22,896                     
2022 22,984                     
Beyond 2022 42,283                     
  145,687$                
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11. Value Added, Payroll and Other Taxes   
 

    
(a)  Pursuant to the Tax Incentive Program of the state of Bahia, the Company’s subsidiary MCSA is able to defer 
payment of $9.9 million of these taxes for two years with repayment over a nine-month period beginning in March 
2019. 
(b)  The Company’s subsidiary MCSA has an agreement with the National Institute of Social Security in Brazil to pay 
outstanding social security contributions in installments over a period to 2024. 
 
 
12.  Provisions and Contingent Liabilities 
 

  
 
(a) Mine closure and rehabilitation 
 
The Company’s provision for mine closure and rehabilitation consists of costs accrued based on the current best 
estimate of mine closure and reclamation activities that will be required upon completion of mining. The Company’s 
provision for future site closure and reclamation costs is based on the level of known disturbance at the reporting 
date, known legal requirements and cost estimates prepared by a third-party specialist.  
 
Management used a pre-tax discount rate of 8% (2016 – 9%) and an inflation factor of 4.0% (2016 – 4.5%) in 
preparing the Company’s provision for mine closure and rehabilitation. Although the ultimate amount to be 
incurred is uncertain, based on development, legal requirements and estimated costs as at December 31, 2017, the 
undiscounted inflation-adjusted liability for provision for mine closure and rehabilitation is estimated to be 
approximately $42.0 million. The cash expenditures are expected to occur over a period of time extending several 
years after the projected closure, which for the Vale do Curaçá Property is currently 2026.   

 
 
 
 
 

December 31, 2017 December 31, 2016
Value-added taxes payable (a) 11,324$                         11,350$                      
Tax based on net sales of copper and gold 1,228 1,235
Federal sales tax 604 3,213
Social security installments (b) 7,271 17,810
Other taxes 1,508 1,702
Total value added, payroll and other taxes 21,935 35,310
Less: current portion of value added, payroll and other taxes 6,857                             30,720                        
Non-current value added, payroll and other taxes 15,078$                         4,590$                        

Mine Closure 
and 

Rehabilitation
Legal

Claims Total
Balance at May 16, 2016 -$                   -$                   -$                   
Provisions acquired 22,463               5,672                 28,135               
Additions due to change in estimated cash flows -                     8                         8                         
Foreign exchange 529                    133                    662                    
Balance at December 31, 2016 22,992               5,813                 28,805               
Additions due to change in estimated cash flows 233                    4,803                 5,036                 
Unwinding of the discount 370                    -                     370                    
Settled ( 520 )                 ( 2,767 )             ( 3,287 )             
Foreign exchange ( 387 )                 ( 223 )                 ( 610 )                 
Balance at December 31, 2017 22,688$            7,626$               30,314$            
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(b) Legal claims 
 
There are various legal actions that are in process against MCSA related to labor, civil and tax matters. Based on 
an analysis of individual judicial and administrative legal claims against MCSA, the following provision has been 
made for probable losses associated with these claims: 
 

  
 
(i) Labor claims 

 
The labor claims related primarily to claims made by existing and former employees for alleged travel time 
reimbursements, overtime and severance payments.  Of the claims made, MCSA has assessed, with the assistance 
of its legal counsel, that the probable loss on such claims is $4.4 million and such amount has been accrued.  No 
amount has been accrued for $2.9 million in additional labour claims for which a loss is not considered probable 
(Note 12 (c)). 
 
(ii) Tax claims 

 
The provisions for tax claims relate to tax assessments, interest and penalties resulting from unpaid income and 
social contribution taxes by MCSA.   
 

In relation to the above-mentioned claims and those discussed in Note 12(c) below, MCSA was required to place 
a total of $2.0 million in trust as of December 31, 2017 and 2016, which is included in non-current assets on the 
statement of financial position. 

(c) Contingent liabilities 
 

As of December 31, 2017, MCSA, based on the opinion of its legal advisers, has not recognized a provision for the 
following claims of MCSA as it is not probable that a cash outflow will occur.   

 

 
 
(i) Social security tax 

 
Social security claims relate to potential social security tax payments related to past payments to employees, 
including profit sharing, and payments made to external contractors.  The Company strongly believes that part 
of the claim will be cancelled after administrative and judicial discussions.  The estimated portion of the claim 
expected to be cancelled of $4.2 million is included in the table above.  This understanding is based on 
precedent court case rulings. 
 
 
 

December 31, 2017 December 31, 2016
Labour claims (i) 4,424$                           4,088$                        
Tax claims (ii) 3,121                             1,435
Other claims 81 290

7,626$                           5,813$                        

December 31, 2017 December 31, 2016
Social security tax (i) 4,226$                           4,019$                        
Taxes (ii) 13,089 9,242
Labour and other (refer to note 12(b)(i)) 2,858 6,441

20,173$                         19,702$                      
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(ii) Tax 
 

There are 60 tax claims against MCSA which were evaluated as possible losses by external legal counsel.  The main 
subjects under discussion for the tax claims involve the validity of tax credits used to offset federal taxes.   
 

 
13.  Convertible Debentures 
 
(a) In December 2016, the Company issued 500,000 common shares with a fair value of $500,000 as a facility fee 

in order to secure a convertible debenture facility of up to $15 million at an interest rate of 10% over a period 
of 2 years.  The conversion price of any debentures drawn was $0.75 per unit, with each unit consisting of one 
common share and one-quarter of one common share purchase warrant.  In July 2017, the convertible 
debenture facility was terminated with no amounts having been drawn. 

(b) In January 2017, the Company issued $2.75 million of convertible debentures with an interest rate of 10% to 
be repaid within two years or to be converted to units, at the option of the holder, at a conversion price of 
$0.75 per unit.  Each unit consisted of one common share and one-quarter of one common share purchase 
warrant.  Each whole warrant entitles the holder to purchase one common share at a price of $1.20 per 
common share until December 12, 2021.  The Company may accelerate the expiry of any warrants issued in 
relation to these convertible debentures if the closing share price on a recognized exchange reaches or exceeds 
$1.70 for 20 consecutive trading days.  On maturity of the convertible debentures, the Company may repay the 
principal amount and the accrued and unpaid interest thereon by way of cash, issuance of units at a price of 
US$0.75 per unit, or a combination thereof, such determination being at the discretion of the Company.  As 
the debentures can be settled at the discretion of the Company in a fixed number of the Company’s own equity 
instruments, the convertible debentures have been classified as equity instruments.  Subsequent to December 
31, 2017, the Company issued a redemption notice for the $2.75 million convertible debentures.  All of the 
convertible debenture holders elected to convert into common shares, resulting in the issuance of 4,059,450 
common shares.  In addition, 1,014,861 common share purchase warrants were issued as a result of the 
conversion and these were exercised for an equivalent number of common shares for gross proceeds received 
by the Company of $1.2 million. 
 

(c) In March 2017, the Company paid $250,000 as a facility fee in order to secure a convertible debenture facility 
of up to $5 million at an interest rate of 10% available for draw down until the earlier of March 21, 2018 or the 
date of the Company’s initial public offering.  If during this period, the Company had made a drawdown on the 
debenture, the outstanding amount would have been convertible at the option of the holder into common 
shares at a conversion price of $1.75 per common share, subject to certain adjustments.  In October 2017, the 
convertible debenture facility was terminated with no amounts having been drawn.  The unamortized facility 
fee was expensed during the year ended December 31, 2017.    

 
 
14.  Share Capital 
 
As at December 31, 2017, the Company’s authorized share capital consists of an unlimited number of common 
shares without par value.  As at December 31, 2017, 79,381,339 common shares were outstanding.   

 
(a) Private placements 

 
In September 2016, the Company issued 10,000,000 founder units at a price of $0.01 per founder unit, for gross 
proceeds of $100,000. Each founder unit consisted of one common share of the Company and one-third of one 
common share purchase warrant.  Each whole warrant entitles the holder to purchase one common share at a price 
equal to $1.20 per common share until December 12, 2021.   
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In September 2016, the Company issued 18,400,000 subscription receipts at a price of $1.00 per subscription 
receipt, for gross proceeds of $18,400,000.  Each subscription receipt was converted into units in December 2016, 
with each unit consisting of one common share of the Company and one-third of one common share purchase 
warrant.  Each whole warrant entitles the holder thereof to purchase one common share at a price of $1.20 per 
common share until December 12, 2021.  The Company may accelerate the expiry of the warrants if the closing 
share price on a recognized exchange reaches or exceeds $1.70 for 20 consecutive trading days.  
  
In December 2016, the Company issued 500,000 common shares at a deemed price of $1.00 per common share as 
a facility fee in order to secure a convertible debenture facility of up to $15 million at an interest rate of 10% over 
a period of 2 years.  The related cost was deferred and is being amortized over the two-year term that the debt 
facility is available to the Company.  Subsequent to December 31, 2016, the convertible debenture facility was 
cancelled with no amounts having been drawn, and all remaining deferred fees were written off. 

In December 2016, the Company issued 8,949,089 units at a price of $1.00 per unit, for gross proceeds of 
$8,949,089.  Each unit consisted of one common share of the Company and one-third of one common share 
purchase warrant.  Each whole warrant entitles the holder thereof to purchase one common share at a price of 
$1.20 per common share until December 12, 2021.  In connection with the offering, the Company may accelerate 
the expiry of the Warrants if the closing share price on a recognized exchange reaches or exceeds $1.70 for 20 
consecutive trading days.  In addition, the Company issued 500,000 common shares at a price of $0.01 per common 
share for gross proceeds of $5,000.  These shares have been recognized at their fair valued of $1.00 per common 
share with the difference recognized as share issuance costs. 
 
In March 2017, the Company issued 18,423,593 common shares at a price of $1.50 per common share for gross 
proceeds of $27,635,390.  In connection with this financing, the Company paid $574,000 in finders’ fees and 
incurred $59,000 in other share issue costs.  Key management personnel participated in this financing by purchasing 
233,333 common shares of the Company for total proceeds of $0.4 million. 
 
(b) Initial Public Offering and exercise of warrants 
 
On October 19, 2017, the Company issued 13,492,317 common shares at CAD $4.75 per common share (the 
“Offering Price”) in a public share offering for gross proceeds of approximately $50.9 million.  A fee equal to 6% of 
the gross proceeds of the offering was paid to underwriters and the Company incurred other transaction costs of 
approximately $2.1 million.  Concurrent with the public share offering, 4,333,027 general warrants were exercised 
for an equivalent number of common shares at $1.20 per common share for gross proceeds of approximately $5.2 
million.   
 
In December 2017, the closing share price of the Company’s stock on the TSX exceeded $1.70 for 20 consecutive 
trading dates, which allowed the Company to exercise its right to accelerate the expiry of all applicable outstanding 
warrants.  4,783,311 general warrants were exercised for an equivalent number of common shares at $1.20 per 
common share for gross proceeds to the Company of approximately $5.7 million. 
 
(c) Options 
 
In May 2017, the Company adopted a stock option plan (the “Stock Option Plan”).  Pursuant to the Stock Option 
Plan, the Board, at the recommendation of the compensation committee, may grant stock options to any director, 
officer, employee, consultant or other personnel of the Company (including any subsidiary of the Company). The 
vesting and exercise period of a stock option will be determined by the Board at the time of its grant; however, the 
expiry date of a stock option shall be no later than five years from the date of grant.   The total number of common 
shares issuable pursuant to the Stock Option Plan (subject to adjustments under the Stock Option Plan) together 
with all other security based compensation arrangements of the Company (including the Share Unit Plan, defined 
in Note 14(e)) shall not exceed 10% of the Company’s issued and outstanding common shares at the time of the 
grant.   
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In May 2017, the Company granted 1,615,000 options to certain officers and employees of the Company at an 
exercise price of $1.50 per share with a term to expiry of five years.  The stock options vest on a 1/3 basis at the 
end of each year from the grant date and will be fully vested three years from the grant date. The total fair value of 
options issued was $1.2 million with $0.5 million recognized as an expense during the year ended December 31, 
2017.   
 
In July 2017, the Company granted 100,000 options to an officer of the Company at an exercise price of $1.50 per 
share with a term to expiry of five years.  The stock options vest on a 1/3 basis at the end of each year from the 
grant date and will be fully vested three years from the grant date.  The total fair value of options issued was $0.1 
million with $0.02 million recognized as an expense during the year ended December 31, 2017.   
 
In November 2017, the Company granted 318,000 options to certain officers of the Company at an exercise price 
of CAD$6.48 per share with a term to expiry of five years.  The stock options vest on a 1/3 basis at the end of each 
year from the grant date and will be fully vested three years from the grant date.  The total fair value of options 
issued was $0.7 million with $0.04 million recognized as an expense during the year ended December 31, 2017.   
 
In December 2017, the Company granted 1,460,000 options to certain officers, directors and employees of the 
Company at an exercise price of CAD$6.74 per share with a term to expiry of five years.  1,340,000 of the options 
granted vest on a 1/3 basis at the end of each year from the grant date and will be fully vested three years from the 
grant date.  120,000 of the options granted vested immediately.  The total fair value of options issued was $3.0 
million with $0.4 million recognized as an expense during the year ended December 31, 2017.   
 
As at December 31, 2017, the following stock options were outstanding: 
 

  
 
In determining the weighted average exercise price of all outstanding options, the CAD prices were converted to 
USD at the year-end exchange rate of 1.2545. 
 
The fair value on the grant date is measured based on the Black-Scholes option pricing model.  Expected volatility 
is estimated by considering historic average share price volatility of comparable companies.  The weighted average 
inputs used in the measurement of fair values at grant date of the options are the following: 
 

 
 
Subsequent to December 31, 2017, the Company granted 60,000 options to an employee of the Company at an 
exercise price of CAD$7.95 per share with a term to expiry of five years.  In addition, the Company granted 125,000 
options to an employee of the Company at an exercise price of CAD$7.76 per share with a term to expiry of five 

Expiry Date
Number of 

Stock Options
Weighted Average 

Exercise Price

Vested and 
Exercisable 
Number of 

Stock Options

Weighted 
Average 

Remaining 
Life in Years

May 15, 2022 1,615,000 1.50 USD -                     4.37
July 15, 2022 100,000 1.50 USD -                     4.54
November 24, 2022 318,000 6.48 CAD -                     4.90
December 7, 2022 1,460,000 6.74 CAD 120,000             4.94

3,493,000 3.45 USD 120,000             4.66

Expected term (years) 3.0
Forfeiture rate 0%
Volatility 67.2%
Dividend yield 0%
Risk-free interest rate 1.27%
Weighted-average fair value per option 1.43$                             
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years.  These stock options vest on a 1/3 basis at the end of each year from the grant date and will be fully vested 
three years from the grant date. 
 
(d) Warrants 

 

Details of warrant activity are as follows: 
 

 
 
The weighted average remaining contractual life of all warrants outstanding as at December 31, 2017 was 3.95 
years.     
 
(e) Share Unit Plan 
 
In September 2017, the Company adopted a share unit plan (the “Share Unit Plan”).  Pursuant to the Share Unit 
Plan, the Board, at the compensation committee’s recommendation, may grant share units (“Share Units”) to any 
director, officer, employee, or consultant of the Company or its subsidiaries.  At the time of grant of a Share Unit, 
the Board, at the compensation committee’s recommendations, may establish performance conditions for the 
vesting of the Share Units. The performance conditions may be graduated such that different percentages (which 
may be greater or lesser than 100%) of the Share Units in a grant become vested depending on the satisfaction of 
one or more performance conditions.  The Board may, in its discretion, subsequent to the grant of a Share Unit, 
waive any such performance condition or determine that it has been satisfied subject to applicable law. Each Share 
Unit entitles the holder thereof to receive one common share, without payment of additional consideration, on the 
redemption date selected by the Board following the date of vesting of such Share Unit, which will be within 30 
days of the date of vesting, or at a later deferred date, subject to certain exception and restrictions. The Share Unit 
Plan was approved at the October 10, 2017 annual general meeting.  No Share Units have been granted.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Number of 
Warrants

Weighted Average 
Exercise Price

Outstanding warrants, May 16, 2016 -                    -$                          
Issued 12,449,666 1.20                          

Outstanding warrants, December 31, 2016 12,449,666 1.20                          
Exercised (9,116,338) 1.20                          

Outstanding warrants, December 31, 2017 3,333,328 1.20$                        
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(f) Income (loss) per share 
 

 
 
 
15. Cost of Product Sold 
 

  
 
 
 
 
 
 
 
 
 

Weighted average number of common shares outstanding 56,252,358    6,932,086      
Dilutive effect of warrants 5,603,732      -                  
Dilutive effect of share options 262,400          -                  
Dilutive effect of convertible debentures 3,884,897      -                  
Weighted average number of diluted common shares outstanding 66,003,387    6,932,086      

Net income (loss) attributable to owners of the Company 22,466$          (3,046)$           
0.40                (0.44)               
0.34                (0.44)               

Net income (loss) from discontinued operations attributable to owners of the Company 2,161              (18)                  

0.04                (0.00)               

0.03                (0.00)               

Net income (loss) from continuing operations attributable to owners of the Company 20,305            (3,028)             

0.36                (0.44)               

0.31                (0.44)               

(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

 Diluted net income (loss) from discontinued operations per share attributable to 
owners of the Company 

 Basic net income (loss) from continuing operations per share attributable to 
owners of the Company 
 Diluted net income (loss) from continuing operations per share attributable to 
owners of the Company 

Period ended 
December 31, 

2016(1)

Year ended 
December 31, 

2017

 Basic net income (loss) per share attributable to owners of the Company 
 Diluted net income (loss) per share attributable to owners of the Company 

 Basic net income (loss) from discontinued operations per share attributable to 
owners of the Company 

Year Ended December 
31, 2017

Period Ended December 
31, 2016(1)

Materials 11,709$                           -$                                  
Salaries and benefits 28,727 -                                    
Depreciation and depletion 32,672 -                                    
Contracted services 11,736 -                                    
Maintenance costs 8,284 -                                    
Utilities 6,456 -                                    
Other costs 698 -                                    

100,282$                         -$                                  
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016
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16.  General and Administrative Expenses 
 

  
 
 
17.  Care and Maintenance Expenses 
 
MCSA’s mining operations (underground mine and open pit mine) were not operational for the period since 
acquisition to December 31, 2016. During this period, the following costs were incurred by MCSA to operate the 
mine on a care and maintenance basis: 

  
 
 
18.  Finance Expense 
 

 
 
 
 
 
 

Year Ended December 
31, 2017

Period Ended December 
31, 2016(1)

Accounting and legal 2,652$                             774$                                 
Amortization and depreciation 55 -                                        
Office and sundry 4,801 805                                   
Provisions 4,803 29                                     
Salaries and consulting fees 6,463 84                                     
Share-based compensation 879 -                                        
Transfer agent and filing fees 43 14                                     
Travel and conference 809 138

20,505$                           1,844$                              
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

Period Ended 
December 31, 2016(1)

Materials                                   132 
Personnel                                1,967 
Depreciation and amortization                                   854 
Services from third parties                                   565 
Other                                   169 

                               3,687 
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

Year Ended December 
31, 2017

Period Ended December 
31, 2016(1)

Interest on loans and borrowings (note 10) 14,503$                           1,041$                              
Accretion of purchase price adjustments 2,335 -                                        
Convertible debenture facility fees (note 13) 750 -                                        
Accretion of mine closure and rehabilitation 
provision 370 -                                        
Other 1,030 368

18,988$                           1,409$                              
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016
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19.  Income Taxes 
 

(a) Reconciliation of income taxes 
 
A reconciliation of the income tax expense to the amount calculated using the Company’s combined federal and 
provincial statutory income tax rate of 26% is as follows: 
 
 

 
 
The general movement in the deferred income tax liability is as follows: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Year Ended December 
31, 2017

Period Ended December 31, 
2016(1)

Net income (loss) in the period before tax 1,946$                             (3,508)$                                      
Tax rate 26% 26%
Income tax expense (recovery) at statutory rate 506$                                 (912)$                                         
Tax effect of:

Difference in rate of foreign jurisdictions 1,193 277
Non-deductible items (971) (1,507)
Change in temporary differences not recognized 572                                   1,309

        Utilization of tax losses against other liabilities (16,248) -                                              
Other (1,397) 712

Income tax recovery (16,345)$                          (121)$                                         
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

Year Ended December 31, 
2017

Period Ended December 31, 
2016(1)

At the beginning of the year/period  $                             (18,726) -$                                                    
Recognized on business combination -                                       ( 18,415 )                                             
Deferred income tax recovery 366 121                                                     
Amounts recognized in equity 1,533 -                                                      
Foreign exchange 172 ( 432 )                                                  
At the end of the year/period (16,655)$                             (18,726)$                                            
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

 83    |    ERO COPPER 2017 ANNUAL REVIEW 



Ero Copper Corp.  

Notes to Consolidated Financial Statements 
For the Year ended December 31, 2017 and for the Period from Inception on May 16, 2016 to December 31, 2016 
(Tabular amounts in thousands of US Dollars, except share and per share amounts) 

 

 

 Page 37 
 

(b) Deferred income tax liabilities 
 
Recognized deferred tax and assets and liabilities consist of the following: 
 

 
 
Deferred tax assets of $22.2 million (December 31, 2016 - $34.0 million) have not been recognized for the following 
deductible temporary differences as it is not probable that the benefits of these temporary differences will be 
realized: 
 

  
 
The Company has loss carry forwards in Brazil totalling $116.1 million (December 31, 2016 - $164.0 million) which 
may be carried forward indefinitely to offset future taxable income in Brazil. Use of these losses is limited to 30% 
of taxable income annually.  The Company also has loss carry forwards in Canada totalling $7.7 million (December 
31, 2016 - $0.2 million) which may be carried forward for 20 years to offset future taxable income. 
 
During the year ended December 31, 2017, the Company applied for and received approval of an amnesty tax 
program in Brazil covering certain commodity, payroll and other taxes owing.  Among other things, the Company 
was permitted to settle certain non-income tax based taxes with existing non-capital loss carry forwards.  As these 
loss carry forwards were not previously recognized, the Company recognized a deferred income tax recovery of 
$16.2 million for the year ended December 31, 2017 related to the losses used. 
 
In addition, the payment of approximately $10.3 million in value added taxes payable were deferred for a period of 
two years.  Accordingly, these amounts were reclassified to non-current value added, payroll and other taxes.   
 
 
 

December 31, 2017 December 31, 2016
Deferred tax assets:

Non-capital losses - Brazil 6,859$                             7,483$                                       
Non-capital losses - Canada 2,081 -                                              
Financing fees and other - Canada 2,046 -                                              

10,986 7,483

Deferred tax liabilities
Mineral property, plant and equipment - Brazil ( 8,289 )                            ( 10,015 )                                    
Loans and borrowings - Brazil ( 14,575 )                          ( 15,596 )                                    
Other - Brazil ( 298 )                                ( 598 )                                         
Loans and borrowings - Canada ( 4,479 )                            -                                              

(27,641) (26,209)

Net deferred income tax liabilities (16,655)$                          (18,726)$                                    

Brazil Canada Brazil Canada

Exploration and evaluation assets 58,372$                  -$                        59,358$                  -$                        
Mineral property, plant and equipment 13,862 -                          13,566 -                          
Share issuance/Financing costs -                          -                          -                          545
Non-capital losses 71,136 -                          144,477 242
Other 47 2,763 4,078 163

143,417$               2,763$                    221,479$               950$                       
(1) Period ended December 31, 2016 covers May 16, 2016, the Company's date of inception, to December 31, 2016

Year Ended December 31, 2017 Period Ended December 31, 2016(1)
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20.  Related Party Transactions 
 
(a) Key management compensation 

 
Key management personnel consist of the Company’s directors and officers and their compensation includes 
management and consulting fees paid to these individuals, or companies controlled by these individuals, and share 
based compensation.  The aggregate value of compensation paid to key management personnel for the year ended 
December 31, 2017 was $3.3 million ($0.02 million for period from May 16, 2016 to December 31, 2016).  In 
addition, 2,453,000 options were issued to key management personnel with $0.6 million recognized in share-based 
compensation for the year ended December 31, 2017 ($nil for period from May 16, 2016 to December 31, 2016). 
 
Key management personnel participated in certain financing activities by purchasing 233,333 common shares of 
the Company for total proceeds of $0.4 million and by subscribing to $1.0 million of the convertible debentures 
(Note 13(b)) during the year ended December 31, 2017.  In addition, key management personnel exercised a 
combined total of 919,996 warrants for common shares.  Key management personnel participated in certain 
financing activities by purchasing 11,710,000 units of the Company for total proceeds of $2,800,000 during the year 
ended December 31, 2016. 

 
(b) Related party balances 

 
As at December 31, 2017, no amounts payable to related parties were included in the consolidated financial 
statements.  As at December 31, 2016, included in accounts payable and accrued liabilities and loans and borrowings 
were amounts payable to related parties totalling $60,000 and $325,000, respectively. Such amounts were 
unsecured, non-interest bearing and were repaid under normal trade terms.   

 
 

21.  Financial Instruments 
 
(a) Fair value 
 
Fair values of financial assets and liabilities are determined based on available market information and valuation 
methodologies appropriate to each situation. However, some judgments are required in the interpretation of the 
market data to produce the most appropriate realization value estimate. As a consequence, the estimates 
presented herein do not necessarily indicate the amounts that could be realized in the current exchange market. 
The use of different market information and/or evaluation methodologies may have a material effect on the market 
value amount. 
 
As at December 31, 2017, derivatives were measured at fair value based on Level 2 inputs.  The Company has no 
sales or receivables subject to provisional pricing. 
 
The carrying values of cash and cash equivalents, restricted cash, accounts receivable, deposits, financial 
investments and accounts payable and accrued liabilities approximate their carrying values due to their short terms 
to maturity or market rates of interest used to discount amounts.  The carrying value of value added, payroll and 
other taxes approximate fair value based on the discount rate applied.  At December 31, 2017, the carrying value 
of loans and borrowings is $139 million while the fair value is approximately $141 million.  The effective interest 
rates used to amortize these loans are a close approximation of market rates of interest at December 31, 2017 (level 
2 of the fair value hierarchy).  
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(b) Management of financial risks 
 

The Company is exposed to the following risks arising from financial instruments: 
 
• Credit risk; 

• Liquidity risk; and 

• Market risk. 

Credit risk  
  
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations, and arises principally from the Company’s receivables from customers. The 
carrying amount of the financial assets below represents the maximum credit risk exposure as at December 31, 
2017 and 2016: 

 

 
 

The Company invests cash and cash equivalents and restricted cash with financial institutions that are financially 
sound based on their credit rating.  The Company’s exposure to credit risk associated with accounts receivable is 
influenced mainly by the individual characteristics of each customer.  The Company currently has only two 
customers, one of which is considered low risk as it is one of the largest independent commodity trading companies 
in the world.  To limit its exposure to credit risk from the other customer, the Company established a credit term of 
payment due one day after delivery of goods.  The Company has not incurred a significant credit loss during the 
year ended December 31, 2017 nor does it have an allowance for doubtful accounts. 
 
Liquidity risk  
 
Liquidity risk is the risk associated with the difficulties that the Company may have meeting the obligations 
associated with financial liabilities that are settled with cash payments or with another financial asset. The 
Company's approach to liquidity management is to ensure as much as possible that sufficient liquidity exists to meet 
their maturity obligations on the expiration dates, under normal and stressful conditions, without causing 
unacceptable losses or with risk of undermining the normal operation of the Company.  
 
The table below shows the Company's maturity of financial liabilities on December 31, 2017: 
 
 

  
 

December 31, 2017 December 31, 2016
Cash and cash equivalents 51,098$                         18,318$                      
Restricted cash 2,193 -$                             
Accounts receivable 2,217 76
Deposits 1,955 2,021
Financal investments 753 598

58,216$                         21,013$                      

Non-derivative Financial Liabilities
Carrying 

value
Contractual 
cash flows

Up to 12 
months 1-2 years 3-5 years

More than 5 
years

Loans and borrowings 139,166$     145,687$     5,601$          26,938$       70,865$       42,283$       
Interest on loans and borrowings -                53,278          11,931          12,616          21,518          7,213            
Accounts payable and accrued liabilities 20,968          20,968          20,968          -                -                -                
Value added, payroll and other taxes 21,935          29,861          6,857            8,238            5,819            8,947            

182,069$     249,794$     45,357$       47,792$       98,202$       58,443$       

 ERO COPPER 2017 ANNUAL REVIEW     |    86 



Ero Copper Corp.  

Notes to Consolidated Financial Statements 
For the Year ended December 31, 2017 and for the Period from Inception on May 16, 2016 to December 31, 2016 
(Tabular amounts in thousands of US Dollars, except share and per share amounts) 

 

 

 Page 40 
 

Market risk  
 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange 
rates, and commodity prices.  The purpose of market risk management is to manage and control exposures to 
market risks, within acceptable parameters, while optimizing return. 
 
The Company may use derivatives, including forward contracts and swap contracts, to manage market risks.  At 
December 31, 2017, the Company has entered into foreign exchange swap contracts to sell $57.0 million U.S. dollars 
into Brazilian Real at rates ranging from 3.2673 to 3.3307.   The maturity dates of these contracts range from January 
10, 2018 to June 25, 2018.  The fair value of these contracts at December 31, 2017 was a $0.9 million liability, which 
has been included in Derivatives in the statement of financial position. 

 
(i) Foreign exchange currency risk  
 
The Company’s subsidiaries in Brazil are exposed to exchange risks related to the US dollars.  In order to minimize 
currency mismatches, the Company monitors its cash flow projections considering future sales expectations 
indexed to US dollar variation in relation to the cash requirement to settle the existing financings. 
 
The Company's exposure to foreign exchange currency risk at December 31, 2017 relates primarily to $73.2 million 
(December 31, 2016 – $142.5 million) in loans and borrowings of MCSA denominated in US dollars. Strengthening 
(weakening) in the Brazilian Real against the US dollar by 10% and 20%, would have reduced (increased) net loss by 
$7.3 million and $14.6 million, respectively (December 31, 2016 – reduced (increased) net loss by $14.3 million and 
$28.5 million). This analysis is based on the foreign currency exchange variation rate that the Company considered 
to be reasonably possible at the end of the year. The analysis assumes that all other variables, especially interest 
rates, are held constant. 

 
(ii) Interest rate risk  

 
The Company is exposed to the variation in interest rates on loans and borrowings with variable rates of interest.   
Management reduces interest rate risk exposure by entering into loans and borrowings with fixed rates of interest 
or by entering into derivative instruments that fix the ultimate interest rate paid. 
 
A majority of the Company’s loans and borrowings are fixed rate.  However, the Company is exposed to interest 
rate risk through its senior non-revolving credit facility of $47.8 million and one Brazilian Real denominated bank 
loan of $8.0 million.  The Company currently does not engage in any hedging or derivative transactions to manage 
interest rate risk.  Based on the Company’s net exposure at December 31, 2017, a reasonably possible change in 
the Certificate of Interbank Deposit (“CDI”) rate and the Canada Base Rate (“CBR”) would not have a material impact 
on profit or equity. 

 
(iii) Price risk  

 
The Company is exposed to price risk with respect to commodity prices related to copper concentrate sales.  
Commodity price risk is defined as the potential adverse impact on earnings and economic value due to commodity 
price movements and volatilities.  The Company closely monitors copper and gold prices to determine the 
appropriate course of action to be taken by the Company.  The Company’s primary exposure related to commodity 
price risk relates to its sales of copper concentrate, which may be subject to provisional pricing.  Accordingly, the 
related receivables are marked to market on each balance sheet date based on forward price curves until such time 
as the sales price is fixed.  Changes in the forward prices affect the amount of revenue recognized.  As at December 
31, 2017, the Company had no sales or receivables subject to provisional pricing. 
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22.  Capital Management 
 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going 
concern in order to pursue the development and production of its mine properties and to maintain a flexible capital 
structure for its projects for the benefit of its stakeholders. 
 
In the management of capital, the Company includes the components of shareholders’ equity and debt facilities. 
 
The Company manages the capital structure and makes adjustments to it in light of changes in the economic 
conditions and the risk characteristics of the underlying assets.  To maintain or adjust the capital structure, the 
Company may attempt to issue new loans and borrowings, common shares, or acquire or dispose of assets. 
 
Management reviews the capital structure on a regular basis to ensure that the above-noted objectives are met. 
 
Certain loan agreements contain operating and financial covenants that could restrict the ability of the Company 
and its subsidiary, MCSA, to, among other things, incur additional indebtedness needed to fund its respective 
operations, pay dividends or make other distributions, make investments, create liens, sell or transfer assets or 
enter into transactions with affiliates.  There are no other restrictions or externally imposed capital requirements 
of the Company. 

 
 

23.  Other Commitments 
 
The Company has entered into agreements for the rental of office space that require minimum payments as 
follows: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2018 68$                                 
2019 70                                   
2020 71                                   
2021 71                                   
2022 30
Total Commitments 310$                              
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24. Segment Disclosure 
 

The Company is currently organized into one reportable operating segment, being that of the exploration, 
development and mining of mineral properties in Brazil. 

 
Information about geographic areas of operation is as follows: 

 

 
  

 
 

During the year ended December 31, 2017, all of the Company’s sales were with two customers, one of which 
accounted for 81% of total sales. 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Cash and cash equivalents December 31, 2017 December 31, 2016
Brazil 2,483$                                                      8,515 
Canada 48,615                            9,803 

51,098$                                                  18,318 

Non-current assets December 31, 2017 December 31, 2016
Brazil 283,110$                                              264,127 
Canada 341                                500 

283,451$                                              264,627 
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Cautionary Note Regarding Forward-Looking Statements  

This annual review contains “forward-looking information” within the meaning of applicable Canadian 
securities laws. Forward-looking information includes statements that use forward-looking terminology 
such as “may”, “could”, “would”, “will”, “should”, “intend”, “target”, “plan”, “expect”, “budget”, 
“estimate”, “forecast”, “schedule”, “anticipate”, “believe”, “continue”, “potential”, “view” or the negative 
or grammatical variation thereof or other variations thereof or comparable terminology. Such forward-
looking information includes, without limitation, statements with respect to the Company’s intention to 
dispose of NX Gold in the next year, expected operations at the Pilar Mine, timing of production at the 
Vermelhos Mine, drilling plans, plans for the Company’s electromagnetic survey, the Company’s ability to 
service its ongoing obligations, the Company’s future capital resources and the impact of new accounting 
standards and amendments on the Company’s financial statements. 

Forward-looking information is not a guarantee of future performance and is based upon a number of 
estimates and assumptions of management in light of management’s experience and perception of 
trends, current conditions and expected developments, as well as other factors that management believes 
to be relevant and reasonable in the circumstances, as of the date of this annual review including, without 
limitation, assumptions about: favourable equity and debt capital markets; the ability to raise any 
necessary additional capital on reasonable terms to advance the production, development and 
exploration of the Company’s properties and assets; future prices of copper and other metal prices; the 
timing and results of exploration and drilling programs; the accuracy of any mineral reserve and mineral 
resource estimates; the geology of the Vale do Curaçá Property and the Boa Esperança Property being as 
described in the technical reports for these properties; production costs; the accuracy of budgeted 
exploration and development costs and expenditures; the price of other commodities such as fuel; future 
currency exchange rates and interest rates; operating conditions being favourable such that the Company 
is able to operate in a safe, efficient and effective manner; political and regulatory stability; the receipt of 
governmental, regulatory and third party approvals, licenses and permits on favourable terms; obtaining 
required renewals for existing approvals, licenses and permits on favourable terms; requirements under 
applicable laws; sustained labour stability; stability in financial and capital goods markets; availability of 
equipment; positive relations with local groups and the Company’s ability to meet its obligations under 
its agreements with such groups; and satisfying the terms and conditions of the Company’s current loan 
arrangements. While the Company considers these assumptions to be reasonable, the assumptions are 
inherently subject to significant business, social, economic, political, regulatory, competitive and other 
risks and uncertainties, contingencies and other factors that could cause actual actions, events, 
conditions, results, performance or achievements to be materially different from those projected in the 
forward-looking information. Many assumptions are based on factors and events that are not within the 
control of the Company and there is no assurance they will prove to be correct. 

Furthermore, such forward-looking information involves a variety of known and unknown risks, 
uncertainties and other factors which may cause the actual plans, intentions, activities, results, 
performance or achievements of the Company to be materially different from any future plans, intentions, 
activities, results, performance or achievements expressed or implied by such forward-looking 
information. Such risks include, without limitation the risk factors listed under the heading “Risk Factors” 
in the Annual Information Form (AIF).  

Although the Company has attempted to identify important factors that could cause actual actions, 
events, conditions, results, performance or achievements to differ materially from those described in 
forward-looking information, there may be other factors that cause actions, events, conditions, results, 
performance or achievements to differ from those anticipated, estimated or intended. 
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The Company cautions that the foregoing lists of important assumptions and factors are not exhaustive. 
Other events or circumstances could cause actual results to differ materially from those estimated or 
projected and expressed in, or implied by, the forward-looking information contained herein. There can 
be no assurance that forward-looking information will prove to be accurate, as actual results and future 
events could differ materially from those anticipated in such information. Accordingly, readers should not 
place undue reliance on forward-looking information. 

Forward-looking information contained herein is made as of the date of this annual review and the 
Company disclaims any obligation to update or revise any forward-looking information, whether as a 
result of new information, future events or results or otherwise, except as and to the extent required by 
applicable securities laws. 

 

ADDITIONAL INFORMATION  

Additional information about Ero and its business activities, including the AIF, is available under the 
Company’s profile at www.sedar.com.  
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