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University of North Texas System

Board of Regents

Schedule of Events for
Audit Committee Meeting

December 11, 2025

By Videoconference: hitps://vimeo.com/event/5565081?fl=so&fe=fs

The University of North Texas System Board of Regents Audit Committee will meet by
videoconference on Thursday, December 11, 2025, from 9:00 a.m. until approximately 10:00
a.m. according to the following agenda. The meeting will be livestreamed in real time for public
attendance at the link listed in this posting.

The Audit Committee is posted as an individual meeting of a Board committee; however, any
members of the Board may attend committee meetings. Because some Board members who are
not committee members may attend committee meetings and thereby create a quorum of the full
Board, the meeting of the Audit Committee is also being posted as a meeting of the full Board.
Please contact the Office of the Board Secretary with any questions at 214.752.5533.

9:00 a.m. CONVENE AUDIT COMMITTEE

Action Item:

UNTS Acceptance of the Externally Audited UNT System FY25 Annual Comprehensive
Financial Report (ACFR)

10:00 a.m. ADJOURN AUDIT COMMITTEE


https://nam04.safelinks.protection.outlook.com/?url=https%3A%2F%2Fvimeo.com%2Fevent%2F5565081%3Ffl%3Dso%26fe%3Dfs&data=05%7C02%7CRachel.Barone%40untsystem.edu%7Ce7dae68bcc4a40fc530b08de34422305%7C70de199207c6480fa318a1afcba03983%7C0%7C0%7C639005655821362947%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=M8BQCHvSyKg%2FmOIOUCWC1COdrxsXJsn4A5SmFQpJi0E%3D&reserved=0
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Financial Statement Audit Presentation

December 11, 2025




General

* Acknowledgments

*Required Communications to Those Charged with Governance
*Independent Auditor’s Report — Financial Statements
*Independent Auditor’s Report - GAGAS

* Upcoming GASB Pronouncements

* Questions / Discussion UNT system
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Required Communications to Those Charged with

Governance
* Auditor’s responsibility under - Disagreements with management
Generally Accepted Auditing
Standards

e Consultation with other accountants

* Significant accounting policies and

unusual transactions * Major issues discussed with

management prior to retention

« Management judgments and
accounting estimates - Difficulties encountered in performing
the audit
* Significant audit adjustments

* Irregularities
* Waived audit adjustments g

* Other information in documents * lllegal acts

containing audited financial
statements

© 2025 Crowe LLP



Independent Auditor’s Report — Financial Statements

» Clean/Unmodified Opinion on the Audit of the August 31, 2025, Financial Statements
* Business-type activities
» Aggregate discretely presented component units (audited by other auditors)

 Emphasis of Matters
* The System is an agency of the State of Texas. The statements present only the activity of the System
and aggregate discretely presented component units and do not, present the financial position of the
State of Texas

» Adopted GASB Statement No. 101, Compensated Absences, which resulted in a restatement of the
System’s September 1, 2024, net position in the amount of $3,471,212.

N\UNT UNTDallas UNTHealth

\ UNIVERSITY FORT WORTH

OF NORTH TEXAS' UNIVERSITY OF NORTH TEXAS AT DALLAS
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Independent Auditor’s Report - GAGAS

* Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

* We do not express an opinion on the effectiveness of the System’s internal control.

* We do not express an opinion on the System’s compliance with certain provisions of laws, regulations,
contracts, and grant agreements.

* No issues to report on the System'’s internal control and compliance.

© 2025 Crowe LLP



Upcoming GASB Pronouncements Effective FY 2026

GASB Statement No. 103, Financial Reporting Model Improvements

Effective Date: Fiscal years beginning after June 15, 2025 (FY2026)
Purpose: Modernizes and enhances the financial reporting model. Improves clarity,
consistency, and comparability.
Key Changes for Public Universities:
« Streamlined MD&A with more focused analysis
» Clearer operating vs. nonoperating classifications
« Expanded and more decision-useful note disclosures

GASB Statement No. 104, Disclosure of Certain Capital Assets

© 2025 Crowe LLP

Effective Date: Fiscal years beginning after June 15, 2025 (FY2026)
Purpose: Enhance clarity in capital asset financial reporting by requiring
separate disclosure of major capital asset classes.
Key Changes for Public Universities:

» Greater disclosure for different capital asset classes

» Additional disclosures for capital assets held for sale

» Helps understand risks related to aging facilities and capital planning



Crowe

Thank You
Any Questions?

Robert Belt, CPA, Partner
Crowe LLP
Phone: 713.667.9147
email: robert.belt@crowe.com

Michelle Buss, CPA, Sr. Manager Eric Wildermuth, CPA, Sr. Manager
Crowe LLP Crowe LLP

Phone: 214.777.5216 Phone: 317.706.2692
email: michelle.buss@crowe.com email: eric.wildermuth@crowe.com

“Crowe” is the brand name under which the member firms of Crowe Global operate and provide professional services, and those firms together form the Crowe Global network of independent audit, tax, and consulting firms. Crowe may be used to refer to individual firms, to several such
firms, or to all firms within the Crowe Global network. The Crowe Horwath Global Risk Consulting entities, Crowe Healthcare Risk Consulting LLC, and our affiliate in Grand Cayman are subsidiaries of Crowe LLP. Crowe LLP is an Indiana limited liability partnership and the U.S member
firm of Crowe Global. Services to clients are provided by the individual member firms of Crowe Global, but Crowe Global itself is a Swiss entity that does not provide services to clients. Each member firm is a separate legal entity responsible only for its own acts and omissions and not
those of any other Crowe Global network firm or other party. Visit www.crowe.com/disclosure for more information about Crowe LLP, its subsidiaries, and Crowe Global. The information in this document is not — and is not intended to be — audit, tax, accounting, advisory, risk, performance,
consulting, business, financial, investment, legal, or other professional advice. Some firm services may not be available to attest clients. The information is general in nature, based on existing authorities, and is subject to change. The information is not a substitute for professional advice or

services, and you should consult a qualified professional adviser before taking any action based on the information. Crowe is not responsible for any loss incurred by any person who relies on the information discussed in this document. Visit for more information
about Crowe LLP, its subsidiaries, and Crowe Global. © 2020 Crowe LLP.
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Committee: Audit Committee

Submission Date: 12/5/2025

Title: Acceptance of the Externally Audited UNT System FY25 Annual Comprehensive Financial Report
(ACFR)

BACKGROUND SUMMARY:

The UNT System Board of Regents Audit Committee Charter, adopted May 19, 2022, established a
responsibility for the Audit Committee to provide governance, oversight, and annually review the external
auditor’s audit scope and approach, and to review, approve, and recommend to the Board of Regents the
externally audited Annual Comprehensive Financial Report (ACFR) and Independent Auditor’s Report.

PURPOSE:

The objective of the external audit of the FY25 financial statements of the University of North Texas System
is to express an opinion on the conformity of UNT System financial statements, in all material respects, with
accounting principles generally accepted in the United States of America.

ASSESSMENT:

The external audit firm, Crowe LLP, conducted an audit of the UNT System FY25 Annual Comprehensive
Financial Report and provided an unmodified opinion, which is the best possible opinion.

FINANCIAL IMPLICATIONS/TIMELINE:

The External Audit Opinion for the UNT System’s FY25 Annual Comprehensive Financial Report will be
incorporated into the System’s Annual Report following approval. The findings of this audit indicate that
there is no material financial impact on the reported results.

PROPOSED BOARD ACTION:

It is recommended that the Board of Regents accept the externally audited UNT System FY25 Annual
Comprehensive Financial Report, and direct that the Independent Auditor’s Report be included in the
System’s Annual Report.

Attachments Filed Electronically:
1. The FY25 Independent Auditor’s Report and other communications.

Legal Approval:

Aban 512@«?/

Alan Stucky
General Counsel




Recommendation for Approval:
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Gregory deMon (Dec 8, 2025 20:26:11 CST)

Gregory R. Anderson
Deputy Chancellor,
Finance and Operations
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Michael R. Williams
Chancellor



Title: Acceptance of the Externally Audited UNT System FY25 Annual Comprehensive Financial Report
(ACFR)

At an official meeting of the Board of Regents of the University of North Texas System properly posted and
held on February 19-20, 2025, pursuant to a motion made by Regent and seconded by Regent
, the Board approved the motion presented below:

Whereas, the UNT System Board of Regents Audit Committee Charter established a responsibility for the
Audit Committee to provide governance and oversight and annually review the external auditor’s audit
scope and approach, and to review, approve, and recommend to the Board of Regents the externally audited
Annual Comprehensive Financial Report (ACFR) and Independent Auditor’s Report, and

Whereas, the external audit firm, Crowe LLP, conducted an audit of the UNT System FY25 Annual
Comprehensive Financial Report and provided an unmodified opinion, and

Whereas, the Audit Committee of the Board of Regents has thoroughly reviewed and formally approved
both the FY25 Annual Comprehensive Financial Report and the final audit opinion pertaining to the UNT
System FY25 Annual Comprehensive Financial Report,

Now, Therefore, The Board of Regents authorizes and approves the following;:

1. Acceptance of the externally audited UNT System FY25 Annual Comprehensive Financial Report

2. Inclusion of the Independent Auditor’s Report in the final UNT System FY25 Annual Report

Board Action:
VOTE: ayes nays abstentions
Attested By: Approved By:
Rachel Barone, Secretary Carlos Munguia, Chairman

Board of Regents Board of Regents



INDEPENDENT AUDITOR'S REPORT

Board of Regents
University of North Texas System
Dallas, Texas

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the business-type activities, and the aggregate discretely
presented component units of the University of North Texas System (System), an agency of the State of
Texas, as of and for the year ended August 31, 2025, and the related notes to the financial statements,
which collectively comprise the System’s basic financial statements as listed in the table of contents.

In our opinion, based on our audit and the report of the other auditors, the accompanying financial
statements referred to above present fairly, in all material respects, the respective financial position of the
business-type activities, and the aggregate discretely presented component units of the System as of
August 31, 2025 and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

We did not audit the financial statements of University of North Texas Foundation, Inc. or University of North
Texas Health Foundation (Foundations) which represent 100 percent of the assets and net position of the
aggregate discretely presented component units of the System as of August 31, 2025 and 100 percent of
the revenues of the aggregate discretely presented component units for the year then ended. Those
statements were audited by other auditors whose reports have been furnished to us, and our opinions,
insofar as it relates to the amounts'included for the Foundations, are based solely on the reports of the
other auditors.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of our report. We are required to be independent of the System, and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions. The financial statements of the Foundations were not audited in accordance with
Government Auditing Standards.



Emphasis of Matters

As discussed in Note 1, the financial statements of the System, an agency of the State of Texas, are
intended to present the financial position, and the changes in financial position, and, where applicable, cash
flows of only that portion of the business-type activities and the aggregate discretely presented component
units of the State of Texas that is attributable to the transactions of the System. The financial statements
do not purport to, and do not, present fairly the financial position of the State of Texas, as of August 31,
2025 and the changes in its financial position, and, where applicable, its cash flows for the year then ended
in accordance with accounting principles generally accepted in the United States of America. Our opinions
are not modified with respect to this matter.

As discussed in Note 11 to the financial statements, during the year ended August 31, 2025, the System
adopted new accounting guidance, GASB Statement No. 101, Compensated Absences, which resulted in
a restatement of the System’s September 1, 2024, net position in the amount of $3,471,212. Our opinions
were not modified with respect to this matter.

Report on Partial Comparative Information

The partial comparative information presented herein for the University of North Texas Foundation, Inc. as
of and for the year ended August 31, 2024, was derived from financial statements that were audited by
another auditor. We do not express an opinion or provide any assurance on it.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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 System’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.



We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the required supplementary information as listed on the table of contents be
presented to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Other Information

Management is responsible for the other information included-in the annual report. The other information
comprises the organizational data and letter of transmittal but does not include the basic financial
statements and our auditor's report thereon. Our opinion.on the basic financial statements does not cover
the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in-our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government-Auditing Standards, we have also issued our report dated December 11,
2025, on our consideration of the System’s internal control over financial reporting and on our tests of its
compliance with certainprovisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of Client name’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering System’s internal
control over financial reporting and compliance.

[Auditor’s signature]

Dallas, Texas
December 11, 2025
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UNT System

University of North Texas System
1901 Main Street
Dallas, Texas 75201

December 11, 2025

Carlos Munguia, Chair, UNT System Board of Regents

Cathy Bryce, Finance Committee Chair, UNT System Board of Regents
Terri West, Audit Committee Chair, UNT System Board of Regents
Board of Regent Members

Dear Chair Munguia, Chair Bryce, Chair West, and Board of Regents,

We are pleased to submit the audited Annual Comprehensive Financial Report (ACFR) of the University of North Texas
System (UNTS) for the fiscal year ended August 31, 2025. This report is in compliance with Texas Government Code
Annotated, Section 2101.011 and in accordance with the requirements established by the Comptroller of Public Accounts
and Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments.

Responsibility for the accuracy of the data presented as well as the completeness and fairness of the presentation rests
with the management and those charged with governance of each UNT System member institution. To the best of our
knowledge, the information presented is accurate in all material respects, and all disclosures necessary for a reasonable
understanding of the System’s financial activities are included. The management’s discussion and analysis in the financial
section provides an overview of the System’s financial activities reported in the comprehensive financial statements.

At the University of North Texas System, our vision is one team, values-driven and customer-focused with an emphasis on
excellence, curiosity and innovation. We strive to elevate the North Texas region and entire state of Texas by delivering high
performing leadership, an emphasis on student success, innovation driven discovery, systems of excellence and a unified
culture. We creatively implement innovative solutions that elevate the North Texas region and entire state of Texas.

Positioned as the primary hub for higher education in the Dallas-Fort Worth region, the UNT System is geographically
located in the fastest growing area of the country in terms of both population and corporate headquarters. We offer a
unique academic ecosystem of the largest public university in the Denton area, a leading health science center in Fort
Worth, a law school in downtown Dallas and a community centered campus in southern Dallas county. Our focus is on
generating opportunities and addressing workforce requirements through degree programs tailored to industry needs,
innovative educational approaches, and pioneering research and discoveries.

The UNT System includes the University of North Texas in Denton, the University of North Texas Health Science Center at
Fort Worth, and the University of North Texas at Dallas. Our flagship institution is now the largest and most comprehensive
university in North Texas and the fourth largest in our state.

Under the leadership of Chancellor Michael R. Williams, momentum across the UNT System is stronger than ever and our
institutions are synergized around a unified vision to deliver solutions for Texas — particularly through leveraging emerging
technology, public-private partnerships, engaging community leaders and stakeholders, and above all, service to our
students, faculty, and staff. Dedicated to innovative research that helps transform the world around us, UNT is an Emerging
Research University and has achieved and maintains Carnegie-classified tier one research institution designation.

1901 Main Street e Dallas, Texas 75201 e Tel: 214.571.4800 ¢ UNTSystem.edu
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UNT System

With campuses in Dallas, Denton, Fort Worth, and Frisco, we are committed to our business community through trusted
partnerships with the many globally recognized companies based in North Texas. As entrepreneurial-minded innovators,
scholars, and solution-oriented problem-solvers, the UNT System is ready to help build the workforce Texas needs to meet
the demands of our new economy.

Now more than ever, Texas needs institutions of higher education to develop and train its high-skilled workforce for a
prosperous future, and the UNT System is committed to growing this educated workforce and creating economic
opportunity for Texans and their families.

The preparation of the System’s externally audited ACFR is overseen by the System Controller team but requires the
collective efforts of financial personnel throughout each institution. Without all financial personnel and the hundreds of
hours that were spent, this report would not be possible. We are committed to being good stewards of the resources
entrusted to us by the State of Texas and by students and their families, and we hold ourselves accountable for the wise
and appropriate use of those resources. This financial report serves as a testament to the work we have done to ensure
that our stewardship, accountability, and financial viability are just as strong and as important to us as our academic
services themselves.

Respectfully,

Gregory R. Anderson
Deputy Chancellor, UNT System

cc: Dr. Michael R. Williams, Chancellor
Dr. Harrison Keller, President, UNT
Dr. Kirk Calhoun, President, UNT Health
Dr. Warren von Eschenbach, President, UNT Dallas
Clayton Gibson, Vice President for Finance and Administration & CFO, UNT
Kemptor Louis, CFO, UNT Health
April Barnes, CFO, UNT Dallas
Ninette Caruso, Chief Audit Executive, UNT System
Alan Stucky, Vice Chancellor and General Counsel, UNT System

1901 Main Street e Dallas, Texas 75201 e Tel: 214.571.4800 ¢ UNTSystem.edu
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INDEPENDENT AUDITOR'S REPCORT

Board of Regents
University of North Texas System
Dallas, Texas

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the business-type activities, and the aggregate discretely
presented component units of the University of North Texas System (System), an agency of the State of
Texas, as of and for the year ended August 31, 2025, and the related notes to the financial statements,
which collectively comprise the System’s basic financial statements as listed in the table of contents.

In our opinion, based on our audit and the report of the other auditors, the accompanying financial
statements referred to above present fairly, in all material respects, the respective financial position of the
business-type activities, and the aggregate discretely presented component units of the System as of
August 31, 2025 and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

We did not audit the financial statements of University of North Texas Foundation, Inc. or University of North
Texas Health Foundation (Foundations) which represent 100 percent of the assets and net position of the
aggregate discretely presented component units of the System as of August 31, 2025 and 100 percent of
the revenues of the aggregate discretely presented component units for the year then ended. Those
statements were audited by other auditors whose reports have been furnished to us, and our opinions,
insofar as it relates to the amounts included for the Foundations, are based solely on the reports of the
other auditors.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of our report. We are required to be independent of the System, and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions. The financial statements of the Foundations were not audited in accordance with
Government Audifing Standards.



Emphasis of Matters

As discussed in Note 1, the financial statements of the System, an agency of the State of Texas, are
intended to present the financial position, and the changes in financial position, and, where applicable, cash
flows of only that portion of the business-type activities and the aggregate discretely presented component
units of the State of Texas that is attributable to the transactions of the System. The financial statements
do not purport to, and do not, present fairly the financial position of the State of Texas, as of August 31,
2025 and the changes in its financial position, and, where applicable, its cash flows for the year then ended
in accordance with accounting principles generally accepted in the United States of America. Our opinions
are not modified with respect to this matter.

As discussed in Note 11 to the financial statements, during the year ended August 31, 2025, the System
adopted new accounting guidance, GASB Statement No. 101, Compensated Absences, which resulted in
a restatement of the System’s September 1, 2024, net position in the amount of $3,471,212. Our opinions
were not modified with respect to this matter.

Report on Partial Comparative Information

The partial comparative information presented herein for the University of North Texas Foundation, Inc. as
of and for the year ended August 31, 2024, was derived from financial statements that were audited by
ancther auditor. We do not express an opinion or provide any assurance on it

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reascnable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

+ Exercise professional judgment and maintain professional skepticism throughout the audit.

+ |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

+ Obtain an understanding of internal control relevant to the audit 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 System’s internal control. Accordingly, no such opinion is expressed.

« FEvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.



We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the required supplementary information as listed on the table of contents be
presented to supplement the basic financial statements. Such information is the responsibility of
management and, althocugh not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or histerical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the organizational data and letter of transmittal but does not include the basic financial
statements and our auditor's report thereon. Cur opinion.on the basic financial statements does not cover
the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in-our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 11,
2025, on our consideration of the System’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opiniocn on the effectiveness
of Client name’s internal contrel over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering System’s internal
control over financial reporting and compliance.

[Auditor’s signature)

Dallas, Texas
December 11, 2025
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For the Year Ended August 31, 2025

Introduction

The University of North Texas System (the “System”) was established by the 76th Legislature with legislative funding
provided for the fiscal year beginning September 1, 1999. The System is an agency of the State of Texas and is currently
comprised of the University of North Texas System Administration (“System Administration”), established 1999, and three
academic institutions funded by the Legislature: the University of North Texas (“UNT”), established 1890; the University of
North Texas Health Science Center at Fort Worth (“UNTH”), established 1970; and the University of North Texas at Dallas
(“UNTD"), established 2010.

The System has a $1.6 billion annual consolidated budget and employs roughly 15,000 people at its various locations within
the robust North Texas Region. In Fall 2024, over 52,000 students enrolled in undergraduate, graduate, and professional
programs at System institutions. The System is governed by a nine-member Board of Regents appointed by the Governor of
Texas and confirmed by the Texas State Senate. Three members are appointed every odd-numbered year for six-year terms.
In addition, the Governor annually appoints a non-voting Student Regent for a one-year term.

Financial Highlights and Overview of Financial Statements

The objective of Management’s Discussion and Analysis (the “MD&A") is to provide an overview of the financial position
and activities of the System as of and for the fiscal year ended August 31, 2025, with selected comparative information as of
and for the fiscal year ended August 31, 2024. The MD&A is prepared by management and should be read in conjunction
with the accompanying financial statements and notes. The emphasis of discussion about these financial statements will
focus on current year data. Unless otherwise indicated, years in the MD&A refer to the fiscal years ended August 31.

The System Annual Comprehensive Financial Report (“ACFR”) includes three primary financial statements: the Statement of
Net Position; the Statement of Revenues, Expenses, and Changes in Net Position; and the Statement of Cash Flows. The
financial statements of the System have been prepared in accordance with Generally Accepted Accounting Principles
(“GAAP”) as prescribed by the Governmental Accounting Standards Board (“GASB”).

In addition, the System ACFR contains the Statement of Financial Position and the Statement of Activities for the following
discretely presented component units: the University of North Texas Foundation, Inc. (“UNT Foundation”); and the UNT
Health Foundation (“UNT Health Foundation”). Each foundation is a separate nonprofit organization. The foundations are
essential components of the UNT and UNTH programs for university advancement and development of private sources of
funding for capital acquisition, operations, endowments, and other purposes relating to the mission of each university. The
financial statements of the foundations have been prepared in accordance with GAAP as prescribed by the Financial
Accounting Standards Board (“FASB”).

Financial Highlights
e Total assets and deferred outflows of resources of the System exceeded its total liabilities and deferred inflows of
resources in 2025, resulting in a net position of $1.1 billion. Unrestricted net position, which may be used to meet
the System’s future obligations, was $129.7 million, or 11.9% of total net position as of August 31, 2025.

e The System concluded the 2025 fiscal year with an increase in net position of $173.5 million, compared to an
increase of $141.9 million in 2024. Operating revenues increased $57.4 million, or 6.4%, due primarily to an
increase in research related grants and contracts of $91.3 million, offset by a $44.4 million decrease in tuition and
fees revenue as a result of implementing new tuition discounts and allowances methodology. Funds received for
Pell grants increased $15.2 million. Investment income and gains in the fair market value of investments decreased
$22.7 million.

¢ The System continues to make significant investments in capital additions, $177.0 million in 2025, consisting of
numerous capital projects across all institutions to strategically benefit students, faculty, and staff. The System has
committed $180.7 million to fund, with assistance from State supported debt financing and Higher Education Fund
(“HEF”) capital appropriations, future capital asset additions and improvements over the next several years. These
projects are currently in various stages of completion. The “Capital Asset and Debt Administration” section of the
MD&A provides more details pertaining to these strategic investments.

University of North Texas System Annual Comprehensive Financial Report - 2025
11



UNIVERSITY OF NORTH TEXAS SYSTEM
Management’s Discussion and Analysis (Unaudited)
For the Year Ended August 31, 2025

Overview of Financial Statements
These statements are prepared applying the following principles and standards:

Reporting is on the full accrual basis of accounting. All current year revenues and expenses are recognized when
earned or incurred, regardless of when the cash is received or disbursed.

Depreciation and amortization expense on capital assets is reported as an operating expense on the Statement of
Revenues, Expenses, and Changes in Net Position. The historical cost of capital assets, net of accumulated
depreciation and amortization, is reported on the Statement of Net Position.

Revenues and expenses are categorized as operating or nonoperating. Revenues from state appropriations, gifts,
and investment income are reported as nonoperating revenue in accordance with GASB Statement No. 35, Basic
Financial Statements—and Management’s Discussion and Analysis—for Public Colleges and Universities, as
amended.

Statement of Net Position

The Statement of Net Position presents the financial position of the System as of the end of the fiscal year. From the data
presented, readers of this statement can determine the assets available to continue the operations of the System, and what
the System owes to vendors, investors, and lending institutions. The Statement of Net Position provides a point-in-time
view of the net position and availability of resources to cover the expenses of the System. The change in net position is one
indicator of whether the financial condition has improved or worsened during the fiscal year when considered with other
nonfinancial indicators, such as the enroliment levels and the condition of the facilities.

The Statement of Net Position presents the assets, deferred outflows of resources, liabilities, deferred inflows of resources,
and net position of the System as of the end of the fiscal year. The net position section of the statement is reported by
three major categories:

Net Investment in Capital Assets represents the System’s equity in property, plant, equipment, leases, and
subscription assets, net of accumulated depreciation and amortization, capital asset related bonds and other debt
items.

Restricted Net Position represents the amounts subject to constraints that are either externally imposed or
imposed by law, with amounts that are permanently held for investment divided into two categories:
Nonexpendable and Expendable.

Unrestricted Net Position represents the amounts available for any other lawful purpose of the System.

University of North Texas System Annual Comprehensive Financial Report - 2025
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For the Year Ended August 31, 2025

The following table reflects the Condensed Comparative Statement of Net Position for the System as of August 31, 2025 and
2024:

Statement of Net Position
Table MDA 1
August 31, 2025 and 2024 (Amounts in Thousands)
2025 2024
Assets and Deferred Outflows of Resources
Current Assets S 895,101 S 740,778
Capital Assets, Net 1,546,257 1,493,591
Other Noncurrent Assets 791,326 718,887
Total Assets S 3,232,684 S 2,953,256
Deferred Outflows of Resources 109,479 161,396
Total Assets and Deferred Outflows of Resources $ 3,342,163 $ 3,114,652
Liabilities and Deferred Inflows of Resources
Current Liabilities S 540,116 S 621,564
Noncurrent Liabilities 1,543,843 1,378,957
Total Liabilities $ 2,083,959 $ 2,000,521
Deferred Inflows of Resources 165,234 191,167
Total Liabilities and Deferred Inflows of Resources $ 2,249,193 $ 2,191,688
Net Position
Net Investment in Capital Assets S 707,559 S 674,631
Restricted for:
Funds Held as Permanent Investments:
Nonexpendable 81,591 65,957
Expendable 66,367 56,759
Other Restricted 107,785 92,125
Total Restricted S 255,743 § 214,841
Unrestricted 129,668 33,492
Total Net Position $ 1,092,970 $ 922,964

Total Assets and Deferred Outflows of Revenues

Current Assets

Current assets increased $154.3 million, or 20.8%, in 2025. The increase in current assets is primarily attributable to an
increase in cash and cash equivalents and short term investments of $170.9 million, reflecting proceeds from the Series
2025A and 2025B debt issuance and favorable short-term investment performance. During the year, short-term
investments achieved a total return of 4.8% for the fiscal year, reflecting disciplined duration positioning amid a shifting
interest rate environment. In addition, a $46.0 million increase is attributed to Texas Research Incentive Program (“TRIP”)
funding, which provides state matching funds to encourage attraction of private gifts for research. These increases were
partially offset by a $17.5 million decrease in student and federal receivables, largely due to timing differences.
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Noncurrent Assets

Noncurrent assets consist primarily of investments and capital assets, net of accumulated depreciation and amortization. In
total, noncurrent assets increased $125.1 million, or 5.7%. The increase in noncurrent assets is primarily attributable to
investment gains and capital assets. Investments increased $71.0 million, comprised of increase of $46.6 million in
unrestricted investments and $24.4 million in restricted investments, reflecting disciplined diversification and favorable U.S.
and global market conditions. The U.S. economy experienced a controlled slowdown as inflation moved closer to the
Federal Reserve’s 2% target and monetary policy shifted from restrictive to cautiously accommodative through selective
rate cuts and a subsequent pause. U.S. equities advanced broadly led by technology, communication, and industrial sectors
while declining yields boosted fixed-income performance. Global markets mirrored this trend as major central banks eased
policy, fueling gains across developed and emerging markets. Within this environment, the System’s Long Term Pool earned
10.7%, including $35.0 million in additions from net operating cash flow increases, while the UNT Foundation and UNT
Health Foundation achieved 10.2% and 11.7% returns, respectively.

Capital assets increased $52.7 million due to an increase in non-depreciable capital and intangible assets of $80.3 million,
offset by a decrease of $27.6 million in depreciable or amortizable assets net of accumulated depreciation. Major capital
improvements included $54.5 million for the Dallas Science, Technology, Engineering, and Math (“STEM”) Building, $24.4
million for the UNT Science and Research Building, $8.5 million for the UNT Inspire Park renovation, and $7.4 million for the
UNTH library renovation. Other capital expenses include $24.0 million in equipment, vehicle, and library purchases. In
addition, $56.4 million of non-depreciable construction in progress was placed into service in depreciable asset categories.

Deferred Outflows of Resources
Deferred outflows of resources decreased $51.9 million, or 32.2%, primarily attributable to a $44.7 million decrease related
to pensions and a $6.8 million reduction related to other postemployment benefits (“OPEB”).

Total Liabilities and Deferred Inflows of Resources

Current Liabilities

Current liabilities decreased $81.4 million, or 13.1%. The decrease in current liabilities is primarily attributable to a $81.8
million decrease in commercial paper, offset by a $16.3 million increase in revenue bonds payable as a result of the debt
issuance in the current fiscal year. Unearned revenue also decreased $21.9 million due to decreased enrollment.

Noncurrent Liabilities

Noncurrent liabilities consist primarily of the noncurrent portion of revenue bonds payable, net pension and OPEB
liabilities, and employees’ compensable leave liability. In total, noncurrent liabilities increased $164.9 million, or 12.0%. The
increase in noncurrent liabilities is primarily attributable to $173.5 million increase in Bonds Payable from the Series 2025A
and 2025B debt issuance, offset by scheduled 2025 debt service payments and premium amortization. Noncurrent OPEB
liability increased $14.6 million due to changes in actuarial assumptions. These increases were offset by a $28.0 million
decrease in net pension liability due to positive performance of investment returns as compared to the expected rate of
return for the measurement period ending August 31, 2024.

Deferred Inflows of Resources

Deferred inflows of resources decreased $25.9 million, or 13.6%. The decrease in deferred inflows of resources is primarily
attributable to a $31.6 million decrease related to the pension and OPEB plans, due to changes in proportionate share and
contributions and changes in actuarial assumptions, offset by a $6.3 million increase in the unamortized gains on refunding
of debt due to the 2025 debt issuance.

Total Net Position

Net Investment in Capital Assets

Net investment in capital assets increased $32.9 million, or 4.9%. The increase in net investment in capital assets is primarily
attributable to the $52.7 million increase in net capital assets, driven by capital improvements in progress, accordingly
offset by an increase of $8.8 million in capital-related liabilities. Net investment in capital assets consists of the System’s
capital assets, right to use leases, and subscription leases, net of accumulated depreciation or amortization, and unspent
bond proceeds reduced by outstanding balances for bonds, notes, and other debt that are attributable to the acquisition,
construction, or improvement of those assets.
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Restricted Net Position

Restricted net position increased by $40.9 million, or 19.0%. The increase in restricted net position is primarily attributable
to endowment activities. Restricted net position primarily consists of the System’s permanent investments subject to
restrictions externally imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional
provisions or enabling legislation.

Unrestricted Net Position
Unrestricted net position increased by $96.2 million, or 287.2%. The increase in unrestricted net position is primarily
attributable to activities not reported in net investment in capital assets or restricted net position.

Total net position represents the residual interest in the System’s total assets and deferred outflows of resources after
liabilities and deferred inflows of resources are deducted. Total net position increased $170.0 million, or 18.4% (excluding

restatement) in 2025.

The following chart reflects the total net position by major categories as of August 31, 2025:

Categories of Net Position
Graph MDA 2

Restricted
23%

~——___ Unrestricted

12%

~

Net Investment
~——in Capital Assets
65%

Statement of Revenues, Expenses and Changes in Net Position

The Statement of Revenues, Expenses and Changes in Net Position presents the System’s revenues earned and the
expenses incurred during 2025, regardless of when cash is received or paid, and provides a period-of-time view of the
activities that are reported as either operating or nonoperating. Generally, operating revenues are earned in exchange for
providing goods and services. Operating expenses are incurred in the normal operations of the System, including a provision
for depreciation and amortization on capital assets. Certain revenue sources the System relies on for operations include
state appropriations, gifts, grants, and investment income which are required by GASB Statement No. 35, Basic Financial
Statements—and Management’s Discussion and Analysis—for Public Colleges and Universities, as amended, to be classified
as nonoperating revenues. Revenues are reported by major source, and expenses are reported on the face of the statement
by functional (programmatic) categories as defined by the National Association of College and University Business Officers
(“NACUBO”).
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The following table reflects the Condensed Comparative Statement of Revenues, Expenses and Changes in Net Position for
the fiscal years ended August 31, 2025 and 2024:

Statement of Revenues, Expenses and Changes in Net Position
Table MDA 3
For the Fiscal Years Ended August 31, 2025 and 2024 (Amounts in Thousands)
2025 2024
Operating Revenues
Tuition and Fees, Net S 467,476 S 511,865
Contracts and Grants 294,477 203,206
Other Operating Revenues 187,130 176,646
Total Operating Revenues S 949,083 $ 891,717
Operating Expenses S 1,444,848 S 1,454,994
Operating Loss $  (495,765) $  (563,277)
Nonoperating Revenues (Expenses)
Investment Income S 91,260 $ 113,931
Interest on Capital Asset Related Debt (30,702) (29,121)
Noncapital Grants and Contracts 114,216 101,005
Other Nonoperating Revenues and Expenses, net 395,825 387,411
Total Nonoperating Revenues (Expenses) S 570,599 S 573,226
Capital Contributions, Endowments and Transfers
Capital Contributions S 367 S 36,002
Capital Appropriations 57,511 57,511
Contributions to Permanent and Term Endowments 15,223 2,153
Transfers 25,543 36,255
Total Capital Contributions, Endowments and Transfers S 98,644 S 131,921
Change in Net Position S 173,478 S 141,870
Net Position, Beginning Balance S 922,964 S 794,036
Restatements (3,472) (12,942)
Net Position, Beginning Balance, as Restated S 919,492 S 781,094
Net Position, Ending Balance $ 1,092,970 $ 922,964
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Operating Revenues

Operating revenues totaled $949.1 million in 2025, an increase of $57.4 million, or 6.4%, over 2024. The System’s primary
sources of operating revenues are tuition and fees, and federal, state, local, and private grants. Net tuition and fees,
representing 49.3% of operating revenues, are reflected in the financial statements with associated discounts and
allowances shown separately. Net tuition and fees decreased $44.4 million as a result of implementation of a new tuition
and discounts and allowances methodology in the current fiscal year. Federal, state, local, and private grants and contract
revenues, represents 31.0% of operating revenues, and are primarily from governmental and private sources and are
related to research programs that normally provide for the recovery of direct and indirect costs. Grant and contract related
revenues increased by $91.3 million primarily as a result of increased research activities on all campuses. Auxiliary
enterprise revenue increased $3.5 million from an increase in campus operations including housing, meal plans, and
parking.

The following chart reflects the operating revenues by major source for the fiscal year ended August 31, 2025:

Major Sources of Operating Revenues
Graph MDA 4
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Operating Expenses

Operating expenses totaled $1.4 billion in 2025, a decrease of $10.1 million, or 0.7%, over 2024. The decrease in operating
expenses is primarily attributable to decreased OPEB expense of $41.6 million, decreased pension expense of $13.9 million,
offset by expanded operations driving increases of $16.4 million in salaries and wages, $3.6 million in materials and
supplies, and $3.0 million in communication and utilities. Scholarships increased $6.0 million as a result of increased federal
Pell Grant awards in 2025, and federal pass-through expense also increased $3.0 million concurrent with the 2025 increase
in federal revenues. Investments in both non-capitalized and capitalized subscription based IT arrangements drove
increases of $6.0 million and $3.9 million in rentals and leases and depreciation expense, respectively.
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The following table reflects the operating expenses based on natural classification for the fiscal years ended August 31,
2025 and 2024:

Operating Expenses by Natural Classification

Table MDA 5

For the Fiscal Years Ended August 31, 2025 and 2024 (Amounts in Thousands)

2025 2024

Operating Expenses
Cost of Goods Sold S 13,247 S 12,787
Salaries and Wages 629,959 613,571
Payroll Related Costs 168,743 221,585
Professional Fees and Services 144,654 145,770
Federal Pass-Through Expenses 9,325 6,311
State Pass-Through Expenses 98 31
Travel 19,854 17,758
Materials and Supplies 71,956 68,360
Communications and Utilities 28,383 25,361
Repairs and Maintenance 28,047 28,666
Rentals and Leases 17,534 11,572
Printing and Reproduction 2,877 4,054
Depreciation and Amortization 122,907 118,960
Scholarships 152,382 146,371
Asset Retirement Obligation 204 128
Claims and Losses 879 545
Other Operating Expenses 33,799 33,164

Total Operating Expenses S 1,444,848 S 1,454,994

The following chart reflects the percentage of operating expenses based on natural classification for the fiscal year ended
August 31, 2025:

Operating Expenses by Natural Classification
Graph MDA 6
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The following table reflects the operating expenses based on NACUBO functional (programmatic) classification for the fiscal
years ended August 31, 2025 and 2024:

Operating Expenses by NACUBO Function

Table MDA 7

For the Fiscal Years Ended August 31, 2025 and 2024 (Amounts in Thousands)

2025 2024

Operating Expenses
Instruction S 329,845 S 354,339
Research 210,570 186,505
Public Service 66,332 70,642
Academic Support 126,441 119,759
Student Services 130,563 132,356
Institutional Support 144,973 162,401
Operation and Maintenance of Plant 94,321 90,102
Scholarships and Fellowships 145,418 141,648
Auxiliary Enterprises 73,478 78,282
Depreciation and Amortization 122,907 118,960

Total Operating Expenses S 1,444,848 S 1,454,994

The following chart reflects the percentage of total operating expenses based on NACUBO functional (programmatic)
classification for the fiscal year ended August 31, 2025:

Operating Expenses by NACUBO Function
Graph MDA 8
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Nonoperating Revenues and Expenses

Certain significant recurring revenues and expenses are considered nonoperating. The System’s primary nonoperating
revenues come from state appropriations, federal Pell Grant revenue, gifts, and net increase in fair market value of
investments. The System’s primary nonoperating expenses are interest expense and fiscal charges, and other nonoperating
expenses. Total nonoperating revenues and expenses decreased $2.6 million, or 0.5%, over the prior year. The decrease in
nonoperating revenue and expenses is primarily attributable to a $38.9 million decrease in change in fair value of
investments due to market performance compared to prior year, offset by a $16.2 million increase in investment income. In
addition, Federal Pell Grant funding increased $15.2 million, and gifts increased $11.8 million in 2025.

Capital Contributions, Endowments and Transfers

Capital contributions, endowments and transfers, comprised of capital and endowment related additions and transfers,
decreased $33.3 million, or 25.2%, in 2025. The $35.6 million decrease in capital contributions is primarily due to land
deeded to UNT for Phase Il of the Frisco campus in the prior year. Contributions to permanent endowments increased from
a $15.0 million gift to UNTD offset by a $2.0 million gift to UNTH in 2024. Other transfer activity decreased $10.7 million
compared to the prior year, primarily due to a shared cash transfer adjustment at UNT required by the State of Texas for
UNT’s appropriated funds held within the state treasury where UNT is not the administering agency of the fund.

Statement of Cash Flows

The Statement of Cash Flows presents the System’s financial results by reporting the major sources and uses of cash and
cash equivalents during 2025. The statement assists in evaluating the System’s ability to generate net cash flows to meet its
financial obligations as they come due and to determine its need for external financing.

The Statement of Cash Flows consists of the following four major activities:
e Cash flows from operating activities show the net cash used by the operating activities of the System.

e (Cash flows from noncapital financing activities include proceeds from state appropriations, gifts, endowments, and
those activities not covered in other sections.

e Cash flows from capital and related financing activities include capital assets and related debt activities.

e (Cash flows from investing activities include purchasing investments, selling investments, and earning income on
those investments.

In 2025, cash and cash equivalents decreased $71.3 million. The decrease in cash and cash equivalents is primarily
attributable to a $337.4 million decrease in operating activities, which included cash inflows from proceeds from tuition and
fees, research grants and contracts, and auxiliary operations, offset by payments to suppliers for goods and services,
employees, and other expenses. The System also had a $221.6 million decrease in investing activities, which included cash
inflows related to proceeds from the sale of investments offset by payments to acquire investments. There was also a $27.7
million decrease in capital and related financing activities, which included cash inflows from state appropriations and debt
issuance, offset by payments for additions to capital assets and principal on debt issuance. The decrease was offset by
$515.3 million provided by noncapital financing activities, which included cash inflows related to state appropriations and
grant receipts offset by payments for legislative transfers and other uses.
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The following table reflects the Condensed Statement of Cash Flows for the fiscal years ended August 31, 2025 and 2024:

Statement of Cash Flows
Table MDA 9
For the Fiscal Years Ended August 31, 2025 and 2024 (Amounts in Thousands)

2025 2024

Cash Flows from:

Operating Activities S (337,406) S (343,621)

Noncapital Financing Activities 515,332 483,807

Capital and Related Financing Activities (27,705) (141,002)

Investing Activities (221,569) 15,137
Net Increase in Cash and Cash Equivalents S (71,348) S 14,321
Cash and Cash Equivalents, Beginning of Year S 337,908 S 328,208
Restatements - (4,621)

Cash and Cash Equivalents, Beginning of Year, as Restated S 337,908 S 323,587

Cash and Cash Equivalents, End of Year S 266,560 S 337,908

Capital Asset and Debt Administration
Capital Asset
Investments in capital asset additions were $177.0 million in 2025. Major capital project activity included:

e Building Improvements (System Administration) — Dallas STEM Building
e Building Improvements (System Administration) — UNT Science and Research Building
e  Building Improvements (System Administration) — UNT Inspire Park Renovation

e Building Improvements (UNTH) — Library Renovation

The System has committed $180.7 million to capital asset additions and improvements that are currently in various stages
of completion. These additions and improvements primarily consist of new buildings or renovations to existing buildings,
including the UNT Science and Research building, the UNTD STEM building, UNT Pohl Recreation Center, UNT Hurley
Administration Building renovation, and UNTH renovations for campus space optimization. More detailed information
regarding the System’s capital additions and commitments is provided in Note 2, Capital Assets, and Note 12, Contingencies
and Commitments, in the Notes to the Comprehensive Financial Statements.

Debt Administration

Revenue bonds payable represents the largest portion of the System’s liabilities. Current and noncurrent revenue bonds
payable increased $189.8 million to a balance of $930.8 million in 2025. All bonds related to financing of current and prior
years’ construction needs reflect “Aa2” and “AA” credit ratings from two major bond rating agencies, Moody’s and Fitch,
respectively. More detailed information regarding the System’s bonded indebtedness is provided in Note 5, Long-Term
Liabilities, and Note 6, Bonded Indebtedness, in the accompanying Notes to the Comprehensive Financial Statements.
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Economic Outlook
The System’s primary sources of revenue are tuition and fees, legislative appropriations, and grants and contracts. Research
growth and program expansion contributed to a positive outlook for the System in 2025.

The 89t Texas legislative session passed a budget that included a 20.0% increase for UNT System institutions compared to
the previous biennium. This is in large part due a $46.0 million increase in TRIP funding, which provides state matching
funds to encourage attraction of private gifts for research. The increases for specialized initiatives and unique programs
include the following non-formula support items: $10.0 million for UNT Texas Talent Pipeline, $5.0 million for UNTH
Operation Enduring Brain Health, and $7.0 million for the UNTD Classroom to Career Initiative. These programs have been
supported with State funds to continue growth, educational excellence, and research capacity at System institutions. The
System continues to maintain a stable outlook from Moody’s and Fitch for debt financing.

UNT had enrollment in Fall 2025 of 43,567 students. UNT is the fourth largest university in Texas and the most
comprehensive institution in the North Texas region. With increased funding related to the Texas Talent Pipeline, UNT is
uniquely situated to connect employers, institutions, and collaborative partners to identify specific workforce needs and
create specific pathways, through training and education, for students to gain the required skills needed for direct
placement in industry. UNT is an Emerging Research University and has achieved and maintains Carnegie-classified tier one
research institution designation, the highest designation available. Capitalizing on this success, UNT received a $46.0 million
increase in TRIP funding to further research in the private sector.

UNTH had enrollment in Fall 2025 of 2,446 students. UNT Health has continuously endeavored to strengthen and grow its
prominent academic reputation, and UNT Health continues to expand its most recent initiatives. Among those initiatives is
Operation Enduring Brain Health, part of the institution’s larger commitment to advancing brain health, which includes
research studies, programs, and centers focused on Alzheimer’s disease and other neurodegenerative conditions. UNT
Health is expanding pipelines of critical frontline health professions, deploying alternative micro-credentials to strengthen
the existing health workforce and partner with innovative entrepreneurial care models through the Healthcare and
Workforce Readiness Initiative.

UNTD had enrollment in Fall 2025 of 3,580 students. UNTD is the only public four-year university in Dallas, with a mission to
empower students, transform lives, and strengthen communities. The Classroom to Career Initiative is allowing UNTD to
address learning loss and creating college ready students through an academic bridge program and increase competitive
credential programs that prepare students to enter the workforce into successful careers. The STEM building construction is
on track to open in Spring 2026. This facility will train students and help meet the region's healthcare workforce
requirements.

Contacting the System’s Financial Management

This financial report is designed to provide the System’s stakeholders, including students, governing boards, state agencies,
investors, and creditors with a general overview of the System’s financial position and to demonstrate the System’s
accountability for the resources it receives. For questions about this report additional financial information, contact the
office of the UNT System Controller at 1112 Dallas Drive, Ste 4200, Denton, Texas 76205.
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UNIVERSITY OF NORTH TEXAS SYSTEM

Statement of Net Position
August 31, 2025

ASSETS
Current Assets:

Cash and Cash Equivalents:
Cash on Hand
Cash in Bank
Cash in State Treasury
Cash Equivalents

Short Term Investments

Restricted Cash and Cash Equivalents:

Cash in Bank

Cash Equivalents
Legislative Appropriations
Receivables From:

Accounts

Federal

Other Intergovernmental

Clinical Practice

Gifts, Pledges and Donations

Interest and Dividends
Leases

Public-Private Partnerships

Other

Due from Other Agencies

Consumable Inventories

Merchandise Inventories

Prepaid Items

Loans and Contracts

Other Current Assets
Total Current Assets

Noncurrent Assets:
Restricted Investments
Loans and Contracts
Investments
Gifts, Pledges and Donations
Leases Receivable
Capital Assets:

Non-Depreciable or Non-Amortizable
Depreciable or Amortizable, Net

August 31, 2025

S 63,630.09
6,237,951.96
42,482,105.14
75,651,844.36
242,228,285.95

927,260.39
141,197,479.14
151,113,370.56

98,923,828.31
27,845,723.34
2,667,884.05
3,959,105.59
602,706.88
3,882,989.89
2,897,408.01
286,249.46
2,663,207.35
4,135,597.86
993,737.07
1,862,548.24
79,979,238.45
4,420,306.74
78,881.69

S 895,101,340.52

S 139,520,064.26
1,370,904.08
633,557,696.12
6,510,812.93
10,366,432.99

376,890,282.74
1,169,366,803.08

Total Noncurrent Assets S 2,337,582,996.20
Total Assets S 3,232,684,336.72
DEFERRED OUTFLOWS OF RESOURCES

Deferred Outflows of Resources S 109,478,800.45
Total Deferred Outflows of Resources S 109,478,800.45
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES S 3,342,163,137.17

Concluded on the following page
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UNIVERSITY OF NORTH TEXAS SYSTEM
Statement of Net Position (concluded)
August 31, 2025

LIABILITIES
Current Liabilities:
Payables From:
Accounts
Payroll
Other
Interest
Due to Other Agencies
Unearned Revenue
Notes and Loans Payable
Revenue Bonds Payable
Claims and Judgments
Employees' Compensable Leave
Lease Obligations
Subscription Obligations
Net OPEB Liability
Funds Held for Others
Total Current Liabilities

Noncurrent Liabilities:
Notes and Loans Payable
Revenue Bonds Payable
Claims and Judgments
Employees' Compensable Leave
Lease Obligations
Subscription Obligations
Asset Retirement Obligation
Net Pension Liability
Net OPEB Liability
Other Noncurrent Liabilities
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows of Resources
Total Deferred Inflows of Resources

TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restricted For:
Funds Held as Permanent Investments:
Nonexpendable
Expendable
Other Restricted
Unrestricted
TOTAL NET POSITION

See Accompanying Notes to the Annual Comprehensive Financial Statements.

August 31, 2025

$ 53,426,889.09
58,953,773.55
4,574,442.83
14,627,206.77
1,821,779.48
292,907,535.05
2,163,918.91
67,840,910.93
563,815.00
4,508,370.04
849,653.14
9,008,330.30
20,937,398.00
7,932,319.04

S 540,116,342.13

S 83,756.70
862,909,651.36
458,817.00
31,415,438.01
2,684,825.43
9,632,658.92
3,089,250.00
208,237,670.00
423,553,286.00

1,777,696.01

S 1,543,843,049.43
S 2,083,959,391.56
S 165,233,560.68
S 165,233,560.68
S 2,249,192,952.24
S 707,559,566.37
81,591,289.47
66,366,895.21
107,784,809.65
129,667,624.23

S 1,092,970,184.93
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UNIVERSITY OF NORTH TEXAS FOUNDATION, INC.
Statement of Financial Position
August 31, 2025

August 31, 2025
ASSETS
Cash and Cash Equivalents S 17,685,817
Investments 386,250,318
Contributions and Other Receivables, Net 5,161,496
Other Assets 24,064
Cash Value of Life Insurance Policies 503,683
Assets Held Under Split-Interest Agreements 5,876,275
TOTAL ASSETS S 415,501,653
LIABILITIES
Accounts Payable and Accrued Expenses S 30,459
Agency Funds 1,537
Liabilities Under Split-Interest Agreements 2,859,688
Assets Held for Others 112,330,681
TOTAL LIABILITIES S 115,222,365
NET ASSETS
Without Donor Restrictions:
Undesignated S 2,779,103
Board Designated Named Funds 2,652,852
Board Designated for Reserves 6,734,567
Total Without Donor Restrictions S 12,166,522
With Donor Restrictions:
Purpose Restrictions S 5,819,716
Perpetual in Nature 282,293,050
Total With Donor Restrictions 5 288,112,766
TOTAL NET ASSETS S 300,279,288
TOTAL LIABILITIES AND NET ASSETS S 415,501,653

See Accompanying Notes to the Financial Statements.
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UNT HEALTH FOUNDATION
Statement of Financial Position
August 31, 2025

ASSETS
Cash
Investments, including $131,456,322 held on behalf of others
Pledges Receivable, net of discount
Other Receivables
Prepaid Expenses
TOTAL ASSETS

LIABILITIES AND NET ASSETS:
Liabilities
Accrued Expenses
Due to Related Party
Deferred Revenue
Total Liabilities

Net Assets
Without Donor Restrictions
With Donor Restrictions
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

See Accompanying Notes to the Financial Statements.

August 31, 2025

1,045,659
167,897,800
1,899,984
151,241
179,638

171,174,322

101,606
131,456,322
62,300

131,620,228

2,391,622
37,162,472

39,554,094

171,174,322
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UNIVERSITY OF NORTH TEXAS SYSTEM

Statement of Revenues, Expenses and Changes in Net Position

For the Fiscal Year Ended August 31, 2025

OPERATING REVENUES

Tuition and Fees

Discounts and Allowances
Professional Fees

Discounts and Allowances
Auxiliary Enterprises

Discounts and Allowances
Sales of Goods and Services
Federal Grant Revenue
Federal Pass-Through Revenue
State Grant Revenue
State Grant Pass-Through Revenue
Other Contracts and Grants
Other Operating Revenues

Total Operating Revenues

OPERATING EXPENSES (!
Instruction
Research
Public Service
Academic Support
Student Services
Institutional Support
Operation and Maintenance of Plant
Scholarships and Fellowships
Auxiliary Enterprises
Depreciation and Amortization

Total Operating Expenses

OPERATING LOSS

NONOPERATING REVENUES (EXPENSES)

Legislative Appropriations (GR)
Additional Appropriations (GR)
Federal Revenue

Gifts

Investment Income

Interest Expense and Fiscal Charges

Loss on Sale of Capital Assets

August 31, 2025

$ 651,312,151.67
(183,835,783.86)
35,270,950.30
(18,104,666.86)
97,430,447.87
(254,619.75)
70,936,410.69
164,382,025.02
4,825,364.60
3,825,908.68
110,204,839.80
11,238,968.69

1,851,464.42
S 949,083,461.27
S 329,845,430.79

210,570,371.98
66,332,447.34
126,441,474.06
130,563,322.69
144,972,566.06
94,320,539.83
145,417,734.74
73,477,720.62
122,906,828.43

$ 1,444,848,436.54
$ (495,764,975.27)
$ 304,680,149.00

61,121,101.34
114,216,196.06
33,229,343.90
42,004,563.38

(30,702,463.43)

(248,560.45)

Loss on Other Financial Activity (663.77)
Net Increase in Fair Value of Investments 49,255,162.67
Other Nonoperating Revenues 1,247,789.95
Other Nonoperating Expenses (4,203,630.14)
Total Nonoperating Revenues (Expenses) S 570,598,988.51
Gain Before Capital Contributions, Endowments and Transfers S 74,834,013.24

Concluded on the following page
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UNIVERSITY OF NORTH TEXAS SYSTEM

Statement of Revenues, Expenses and Changes in Net Position (concluded)

For the Fiscal Year Ended August 31, 2025

CAPITAL CONTRIBUTIONS, ENDOWMENTS AND TRANSFERS

Capital Contributions

Capital Appropriations (HEF)

Contributions To Permanent and Term Endowments
Interagency Transfers of Capital Assets (Decrease)
Transfers From Other State Agencies

Transfers To Other State Agencies

Legislative Transfers In

Total Capital Contributions, Endowments and Transfers
CHANGE IN NET POSITION

Net Position, September 1, 2024

Restatements

Net Position, September 1, 2024, as Restated

NET POSITION, AUGUST 31, 2025

(1) See Matrix of Operating Expenses Reported by Function.

See Accompanying Notes to the Annual Comprehensive Financial Statements.

August 31, 2025

367,265.79
57,510,785.00
15,223,117.33

(4,417.01)
30,793,306.40
(22,791,369.19)
17,545,143.16

98,643,831.48

173,477,844.72

922,963,552.50
(3,471,212.29)

919,492,340.21

1,092,970,184.93
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UNIVERSITY OF NORTH TEXAS SYSTEM

Matrix of Operating Expenses Reported by Function

For the Fiscal Year Ended August 31, 2025

Public Academic Student

Operating Expenses Instruction Research Service Support Services

Cost of Goods Sold S 42,826.74 S - S - S 7,566.54 S 302,168.80
Salaries and Wages 234,477,599.02 88,006,336.59 20,907,689.30 72,161,214.31 73,135,295.12
Payroll Related Costs 63,899,872.78 17,051,171.34 5,997,687.64 20,202,863.04 19,497,561.52
Professional Fees and Services 10,163,567.75 58,240,478.58 32,663,194.09 8,790,856.00 10,337,008.32
Federal Pass-Through Expenses 32,015.49 9,084,873.11 208,058.70 - -
State Pass-Through Expenses - 97,903.34 - - -
Travel 3,190,721.39 3,032,041.88 468,015.63 3,392,785.49 8,319,696.53
Materials and Supplies 8,651,067.57 22,661,788.56 3,421,791.58 13,615,632.80 5,250,133.95
Communications and Utilities 1,401,842.59 186,264.32 12,307.46 169,662.99 117,451.71
Repairs and Maintenance 1,373,681.30 1,415,906.48 309,825.68 1,045,609.37 2,309,984.71
Rentals and Leases 1,159,735.43 589,314.30 776,281.76 2,859,364.29 3,228,672.71
Printing and Reproduction 191,135.29 428,311.41 77,027.89 676,804.68 733,322.56
Depreciation and Amortization - - - - -
Scholarships 1,149,730.50 5,749,807.22 303,365.24 - -
Asset Retirement Obligation - - - - -
Claims and Losses (600,585.00) 21,000 - 165,223 7,626
Other Operating Expenses 4,712,219.94 4,005,174.85 1,187,202.37 3,353,891.32 7,324,400.68
Total Operating Expenses $ 329,845,430.79 $ 210,570,371.98 S 66,332,447.34 $ 126,441,474.06 S 130,563,322.69

Concluded on the following page
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81,9(56,7< 2) 1257+ 7(;$6 6<67(0
ODWUL[ Rl 2SHUDWLQJ ([SHQVHV 5HSRUWHG E\ )XQFWLRQ FRQFOXGHG
JRU WKH )LVFDO <HDU (QGHG $XJXVW

2SHUDWLRQ DQG '"HSUHFLDWLRQ
L QVWLWXWLRIQPWHQDQBHAKRODUVKI$YLOLDU\ DQG
2SHUDWLQJ ([SHQVHV6XSSRUW 30DQW DQG )HOORZYVEWSWSULYPRUWL]DWIRQDO ([SHQ\

&RVW RI *RRGV 6ROG

6DODULHV DQG :DJHV

3D\UROO 5HODWHG &RVWYV
3URIHVVLRQDO )HHY DQG 6HUYLFHV
YHGHUDO 3DVV 7KURXJK ([SHQVHYV
6WDWH 3DVV 7KURXJK ([SHQVHV
7UDYHO

ODWHULDOV DQG 6XSSOLHV
&RPPXQLFDWLRQV DQG 8WLOLWLHV
5HSDLUV DQG ODLQWHQDQFH
5HQWDOV DQG /HDVHV
3ULQWLQJ DQG 5HSURGXFWLRQ
'"HSUHFLDWLRQ DQG $PRUWL]DWLRQ
6FKRODUVKLSV

$VVHW 5HWLUHPHQW 2EOLJDWLRQ
&ODLPV DQG /RVVHYV

2WKHU 2SHUDWLQJ ([SHQVHV
7RWDO 2SHUDWLQJ ([SHQVHV

6HH $FFRPSDQ\LQJ 1RWHV WR WKH $QQXDO &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQWYV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



81,9(56,7< 2) 1257+ 7(;$6 )281'$7,21 ,1&

BWDWHPHQW RI $FWLYLWLHYV

JRU WKH )LVFDO <HDU (QGHG $XJXVW
LWKRXW 'RQIRUK 'RQRU
SHVWULFWBRIQWULFWLRTQRWD O

5(9(18(6 *$,16 $1' 27+(5 6833257
*LIWV
*UDQW 5HYHQXH
1HW ,QYHVWPHQW 5HWXUQ
2WKHU ,QFRPH
&KDQJH LQ 9DOXH RI 6SOLW ,QWHUHVW $JUHHPHQWV
*DLQV ,QFRPH )URP /LIH ,QVXUDQFH 3ROLFLHV
$VVHW ODQDJHPHQW )HH ,QFRPH
7UDQVIHUV &KDQJHV LQ 'RQRU 5HVWULFWLRQV
5HOHDVH Rl 'RQRU 5HVWULFWLRQV

7RWDO 5HYHQXHV *DLQV DQG 2WKHU 6XSSRUW

(;3(16(6

352*5$%0 6(59,&(6

6XSSRUW RI 817

'LVWULEXWLRQV WR 817

6FKRODUVKLSY DQG $ZDUGYV

*UDQW 6XSSRUW WR 817

%RDUG 'HVLJQDWHG *UDQWYV WR 8QLYHUVLW\
6HUYLFHV ([SHQVHV IRU 3URJUDPYV
,QWHUQDO ODQDJHPHQW )HHV

2WKHU 6XSSRUW 3URYLGHG
'LVWULEXWLRQV WR 2WKHU ,QVWLWXWLRQV
7RWDO 3URJUDP 6HUYLFHV

0$1$*(0(17 $1' *(1(5%/ (;3(16(6
6DODULHYV DQG %HQHILWYV
(YHQWYV DQG 6SRQVRUVKLSYV
3URIHVVLRQDO )HHV
3URIHVVLRQDO 'HYHORSPHQW DQG 7UDYHO
3URIHVVLRQDO 'XHV DQG OHPEHUVKLSV
7HFKQRORJ\ &RVWV
$GPLQLVWUDWLYH ([SHQVHYV
ODUNHWLQJ &RPPXQLFDWLRQV
%DQN &KDUJHV DQG &UHGLW &DUG 'LVFRXQW
%XVLQHVV ,QVXUDQFH

7RWDO ODQDJHPHQW DQG *HQHUDO ([SHQVHYV

7RWDO ([SHQVHYV

&+$1%( ,1 1(7 $66(76

1HW $VVHWV %HJLQQLQJ RI <HDU
1(7 $66(76 (1' 2) <($5

6HH $FFRPSDQ\LQJ 1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



817 +($/7+ )281'$7,21
6WDWHPHQW RI $FWLYLWLHYV
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6 XEMHFW WR
LWKRXW 'BRGRVH RU 8VH
SHVWULFWBRIQWULFWLRTRWDO

5(9(18( $1' 27+(5 6833257

&RQWULEXWLRQV

6SHFLDO (YHQWYV

ODQDJHPHQW )HH ,QFRPH
5HDOL]HG *DLQ RQ ,QYHVWPHQWYV
8QUHDOL]HG *DLQ RQ ,QYHVWPHQWYV

,QYHVWPHQW ,QFRPH /RVV 1HW RI 'LUHFW ([SHQVHV
2WKHU ,QFRPH

1HW $VVHWYV 5HOHDVHG IURP 5HVWULFWLRQV
7RWDO 5HYHQXH DQG 2WKHU 6XSSRUW

(;3(16(6
3URJUDP ([SHQVHYV
3URJUDP DQG 6FKRODUVKLS 'LVWULEXWLRQV
6XSSRUWLQJ 6HUYLFHV
ODQDJHPHQW DQG *HQHUDO
3URIHVVLRQDO )HHV
OHDOV DQG (QWHUWDLQPHQW
2WKHU ([SHQVHYV
30HGJH :ULWH 211V
)XQGUDLVLQJ ([SHQVHYV
7RWDO ([SHQVHV

&+$1*( ,1 1(7 $66(76

IHW $VVHWYV %HJLQQLQJ RI <HDU

1(7 $66(76 (1' 2) <($5

6HH $FFRPSDQ\LQJ 1RWHV WR WKH )LOQDQFLDO 6WDWHPHQWYV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



81,9(56,7< 2) 1257+ 7(;$6 6<67(0
6WDWHPHQW RI &DVK )ORZV

JRU WKH )LVFDO <HDU (QGHG $XJXVW
$XIXVW

&$6+ )/2:6 )520 23(5%$7,1* $&7,9,7,(6
BURFHHGV IURP &XVWRPHUYV
BURFHHGV IURP 7XLWLRQ DQG )HHV
3URFHHGV IURP 5HVHDUFK *UDQWY DQG &RQWUDFWV
3URFHHGV IURP /RDQ 3URJUDPV

3URFHHGV IURP $X[LOLDULHV

BURFHHGV IURP 2WKHU 2SHUDWLQJ 5HYHQXHV
3D\PHQWYV WR 6XSSOLHUV IRU *RRGV DQG 6HUYLFHV
3D\PHQWV WR (PSOR\HHV

3D\PHQWYV IRU 2WKHU 2SHUDWLQJ ([SHQVHYV

1HW &DVK 8VHG E\ 2SHUDWLQJ $FWLYLWLHV

&$6+ )/2:6 )520 121&$3,7$/ ),1$1&,1* $&7,9,7,(6
3URFHHGV IURP 6WDWH $SSURSULDWLRQV

BURFHHGV IURP *LIWV

3URFHHGV IURP (QGRZPHQWYV

3URFHHGV IURP 7UDQVIHUV IURP 2WKHU $JHQFLHYV

3URFHHGV IURP /HJLVODWLYH 7UDQVIHUV

BURFHHGV IURP *UDQW 5HFHLSWV

3URFHHGV IURP 2WKHU 1RQFDSLWDO )LQDQFLQJ $FWLYLWLHYV
3D\PHQWYV IRU 7UDQVIHUV WR 2WKHU $JHQFLHV

3D\PHQWYV IRU 2WKHU 1RQFDSLWDO )LQDQFLQJ 8VHV

1HW &DVK 3URYLGHG E\ 1IRQFDSLWDO )LQDQFLQJ $FWLYLWLHV

&$6+ )/2:6 )520 &$3,7$/ $1' 5(/$7(' ),1$1&,1* $&7,9,7,(6
3URFHHGV IURP 6DOH Rl &DSLWDO $VVHWYV
3URFHHGV IURP 6WDWH $SSURSULDWLRQV
3URFHHGV IURP 'HEW ,VVXDQFH

3URFHHGV IURP &DSLWDO &RQWULEXWLRQV
3D\PHQWYV IRU $GGLWLRQV WR &DSLWDO $VVHWYV
3D\PHQWYV IRU 5LJKW WR 8VH /HDVHV 6%,7$
3D\PHQWYV RI 3ULQFLSDO RQ 'HEW ,VVXDQFH
3D\PHQWV Rl 2WKHU &RVWV RQ 'HEW ,VVXDQFH
3D\PHQWV Rl ,QWHUHVW RQ 'HEW ,VVXDQFH

1HW &DVK 8VHG E\ &DSLWDO DQG 5HODWHG )LQDQFLQJ $FWLYLWLHYV

&$6+ )/2:6 )520 ,19(67,1* $&7,9,7,(6

3URFHHGV IURP 6DOH RI ,QYHVWPHQWYV
3URFHHGV IURP ,QWHUHVW DQG ,QYHVWPHQW ,QFRPH
3D\PHQWYV WR $FTXLUH ,QYHVWPHQWYV

1HW &DVK 8VHG E\ ,QYHVWLQJ $FWLYLWLHYV

1HW 'HFUHDVH LQ &DVK DQG &DVK (TXLYDOHQWV

&DVK DQG &DVK (TXLYDOHQWY 6HSWHPEHU

&DVK DQG &DVK (TXLYDOHQWYV $XJIXVW

&DVK DQG &DVK (TXLYDOHQWYV
5SHVWULFWHG &DVK DQG &DVK (TXLYDOHQWYV

&DVK DQG &DVK (TXLYDOHQWYV $XJIXVW

&RQFOXGHG RQ WKH IROORZLQJ S

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



81,9(56,7< 2) 1257+ 7(;$6 6<67(0
6WDWHPHQW RI &DVK JORZV FRQFOXGHG
JRU WKH )LVFDO <HDU (QGHG $XJIXVW
$XIXVW
5(&21&,/,$7,21 2) 23(5$7,1* /266 72 1(7 &$6+ 86(' %< 23(5%$7,1* $&7,9,7,(6
2SHUDWLQJ /RVV
$GMXVWPHQWY WR 5HFRQFLOH 2SHUDWLQJ /RVV WR 1HW &DVK 8VHG E\ 2SHUL
'"HSUHFLDWLRQ DQG $PRUWL]DWLRQ ([SHQVH
3HQVLRQ ([SHQVH
23(% ([SHQVH
$VVHW 5HWLUHPHQW 2EOLJDWLRQ ([SHQVH
&DVK )ORZ &ODVVLILFDWLRQ 'LITHUHQFHV IURP *$6% 6WDWHPHQW 1R
(PSOR\HH %HQHILWV 3DLG E\ 6WDWH
,PSDLUPHQW /RVV ([SHQVH
&KDQJHV LQ $VVHWV DQG /LDELOLWLHYV
'"HFUHDVH LQ 5HFHLYDEOHYV
'"HFUHDVH LQ ,QYHQWRULHYV
,QFUHDVH LQ 3UHSDLG ([SHQVHYV
'"HFUHDVH LQ /RDQV DQG &RQWUDFWYV
'"HFUHDVH LQ 2WKHU $VVHWV
'"HEFUHDVH LQ 'HIHUUHG 2XWIORZV Rl 5HVRXUFHV 3HQVLRQ
'HFUHDVH LQ 'HIHUUHG 2XWIORZV Rl 5HVRXUFHV 23(%
'"HFUHDVH LQ 3D\DEOHYV
'"HFUHDVH LQ 8QHDUQHG 5HYHQXH
,QFUHDVH LQ (PSOR\HHV &RPSHQVDEOH /HDYH
'HFUHDVH LQ /LDELOLWLHV WR (PSOR\HHV IRU '"HILQHG %HQHILW 3HQVLRQ\
,QFUHDVH LQ /LDELOLWLHV WR (PSOR\HHV IRU 'HILQHG %HQHILW 23 (%
,QFUHDVH LQ 2WKHU /LDELOLWLHV
'"HEFUHDVH LQ 'HIHUUHG ,QIORZV RI 5HVRXUFHV 3HQVLRQ
'"HFUHDVH LQ 'HIHUUHG ,QIORZV RI 5HVRXUFHV 23(%
7RWDO $GMXVWPHQWYV
1HW &DVK 8VHG E\ 2SHUDWLQJ $FWLYLWLHV

121&$6+ 75$16%$&7,216

1HW &KDQJH LQ )DLU 9DOXH RI ,QYHVWPHQWYV
'RQDWLRQ RI &DSLWDO $VVHWV

%RUURZLQJ 8QGHU /HDVH 3XUFKDVH

/RVV RQ 6DOH RI &DSLWDO $VVHWYV

$PRUWL]DWLRQ RI %RQG 3UHPLXPV

$PRUWL]DWLRQ RI '"HIHUUHG ,QIORZV 2XWIORZV IURP 5HIXQGLQJ %RQGV
&DSLWDO $VVHWYV $FTXLUHG ZLWK 3D\DEOHYV
,QWHUDJHQF\ 7UDQVIHU RI &DSLWDO $VVHWYV

'"HIHUUHG ,QIORZV RI 5HVRXUFHV $52 /HDVHV 6%,7$ 3
5HIXQGLQJ %RQG 3URFHHGYV 'HOLYHUHG WR (VFURZ

6HH $FFRPSDQ\LQJ 1IRWHV WR WKH $QQXDO &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQWV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWH 6XPPDU\ RI 6LIJQLILFDQW $FFRXQWLQJ 3ROLFLHYV

L QWURGXFWLRQ

7KH 8QLYHUVLW\ Rl 1RUWK 7H[DV 6\VWHP WKH #6\VWHP$ LV DQ DJHQF\ RI W
FRPSO\ ZLWK VWDWH VWDWXWHY DQG UHJXODWLRQV 7KLV LQFOXGHV FRF
5HSRUWLQJ 5HTXLUHPHQWYVY IRU $QQXDO )LQDQFLDO 5HSRUWV RI 6WDWH §
$FFRXQWLQJ 3ULQFLSOHV #*$$3$ DV SUHVFULEHG E\ WKH *RYHUQPHQWDO

7KH FRPSUHKHQVLYH ILQDQFLDO VWDWHPHQWY LQFOXGH WKH 8QLYHUVL
$GPLQLVWUDWLRQ$ DQG DOO LQVWLWXWLRQV ZLWKLQ WKH 6\WWHP $PRXC
LQVWLWXWLRQV E\ WKH 6\WVWHP $GPLQLVWUDWLRQ DQG RWKHU GXSOLFDWL
VWDWHPHQWYV

7KH 6\WWHP LV FRPSRVHG RI WKH 6\WVWHP $GPLQLVWUDWLRQ DQG WKUHH DI
7H[DV #817$ WKH 8QLYHUVLW\ RI 1RUWK 7H[DV +HDOWK 6FLHQFH &HQWHL
7H[DV DW 'DOODV #817'$ 7KH 6\WWHP LV JRYHUQHG E\ D QLQH PHPEHU %R
DQG FRQILUPHG E\ WKH 7H[DV 6WDWH 6HQDWH 7KUHH PHPEHUV DUH DSSRL
DGGLWLRQ WKH *RYHUQRU DSSRLQWV D QRQYRWLQJ VWXGHQW 5HJHQW IRU
XQLWV ,QIRUPDWLRQ RQ WKH FRIFFSR)HQIQXQDW \5 if SR UBNH. QRIX(@GV L @ \

%DVLV Rl $FFRXQWLQJ

7KH FRPSUHKHQVLYH ILQDQFLDO VWDWHPHQWV RI WKH 6\VWHP KDYH EHHQ
IRFXVY DQG WKH IXO0O DFFUXDO EDVLYVY RI DFFRXQWLQJ 7KH 6\VWHP UHSRU
%XVLQHVV W\SH DFWLYLWLHY DUH WKRVH WKDW DUH ILQDQFHG LQ ZKROH
VHUYLFHV

8QGHU WKH IXO0O DFFUXDO EDVLV RI DFFRXQWLQJ UHYHQXHV H[SHQVHV J
DQG H[FKDQJH OLNH WUDQVDFWLRQV DUH UHFRJQL]HG ZKHQ WKH H[FKDQJF
DQG OLDELOLWLHY UHVXOWLQJ IURP QRQH[FKDQJH WUDQVDFWLRQV DUH
$FFRXQWLQJ DQG )LQDQFLDO 5HSRUWDR®Q JDFRHRQ GRIGH [FKHD @ WD WHPGI\DIWF \R L B E V
&KDQJHV LQ 1HW 3RVLWLRQ LV VHJUHJDWHG LQWR RSHUDWLQJ DQG QRQRSH
WKDW DUH WKH GLUHFW UHVXOW RI SURYLGLQJ JRRGV DQG VHUYLFHV WR F
RSHUDWLRQV

7KH EDVLF ILQDQFLDO VWDWHPHQWY LQFOXGH FHUWDLQ SULRU \HDU VXPP
WKDQ DW WKH OHYHO RI GHWDLO UHTXLUHG E\ *$$3 S$FFRUGLQJO\ WKH VX
WKH JRYHUQPHQW!V ILQDQFLDO ¥XVUDXWWPHQWR/PIRKLWK HWWK+HDBUIH@EHEGDU GDW

7KH 6\VWHP IROORZV WKH UHTXLUHPHQWY DQG JXLGHOLQHYVY SURYLGHG LQ *
\HDU DUH OLVWHG EHORZ

*$6% 6WDWHPHQMRPIRHQVDWHG BEVHRFHMFRIQLWLRQ DQG PHDVXUHPHQW
FRPSHQVDWHG DEVHQFHV XQGHU D XQLILHG PRGHO DQG HOLPLQDWHV FHUW

*$6% 6WDWHPHQMUWDLQ 5LVNUHYREORWWKWDHYRYHUQPHQWDO HQWLW\ WR DVVI
HYHQW DVVRFLDWHG ZLWK FRQFHQWUDWLRQ RU FRQVWUDLQW FDXVHV YXO(
LQ UHYHQXH GHEW 7KH JRYHUQPHQWDO HQWLW\ LV DOVR UHTXLUHG LQ LW
SULRU WR WKH LVVXDQFH RI WKH ILQDQFLDO VWDWHPHQWY LPSDFWHG

*$6% 6WDWHPHQW 1R DQG *$6% 6WDWHPHQW 1R KDYH PLQLPDO LPSDI
SHSRUW #%$&)5$%

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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$VVHWYV /LDELOLWLHV 'HIHUUHG 2XWIORZV RI 5HVRXUFHV 'HIHUUHG
$VVHWYV

$VVHWV UHODWH WR FDVK DQG FDVK HTXLYDOHQWYV OHJIJLVODWLYH DSSURS
DQG FRQWUDFWYV LQYHVWPHQWY DQG FDSLWDO DQG LQWDQJLEOH DVVHWV

&DVK DQG &DVK (TXLYDOHQWV

BKRUW WHUP KLJKO\ OLTXLG LQYHVWPHQWY WKDW DUH ERWK UHDGLO\ FRC
PDWXULW\ RI WKUHH PRQWKY RU OHVV DUH FRQVLGHUHG FDVK HTXLYDOHQ\
GHILQLWLRQ LI WKH\ DUH SDUW RI DQ LQYHVWPHQW SRRO ZKLFK KDV DQ L¢
OLTXLG LQYHVWPHQWY WKDW DUH SDUW RI WKH ORQJ WHUP LQYHVWPHQ
$GGLWLRQDOO\ HQGRZPHQWYV LQYHVWHG LQ PRQH\ PDUNHW DFFRXQWYV DU
LQWHQW LV WR LQYHVW WKHVH IXQGV IRU PRUH WKDQ RQH \HDU &DVK K
HTXLYDOHQWYV 5HVWULFWHG FDVK DQG FDVK HTXLYDOHQWY LQFOXGH UHVV
DV ZHOO DV IXQGV KHOG IRU GHEW VHUYLFH 7KH 6\WVWHP KROGV ERQG SURI
LWV LQVWLWXWLRQV WR VXSSRUW FDSLWDO SURMHFWYV

/HILVODWLYH $SSURSULDWLRQV

7KH DSSURSULDWLRQ RI UHYHQXHV E\ WKH 7H[DV /HILVODWXUH WKH #/HJLV
WUHDVXU\ XQWLO VSHQW :KHQ WKH /HJLVODWXUH PHHWYV GXULQJ WKH R
EXGJHW IRU DOO 6WDWH DJHQFLHV 7KH JHQHUDO UHYHQXH DSSURSULDWI
RSHUDWLRQ RI WKH 6\WVWHP $SSURSULDWLRQV DOVR LQFOXGH SD\PHQWV
UHODWHG WR VDODULHV IXQGHG E\ VWDWH DSSURSULDWLRQV 7KHUH LV
DSSURSULDWLRQV WR WKH 6\WWHP LQ IXWXUH \HDUV KRZHYHU WKH 6\VW
+LJKHU (GXFDWLRQ )XQGV #+()$ DUH JHQHUDO UHYHQXH DSSURSULDWLRQ\
RI FHUWDLQ FDSLWDO DVVHWY DQG FDSLWDO SURMHFWYV PLIOH KRG BWQ G HG

$FFRXQWV DQG 2WKHU 5HFHLYDEOHYV

$FFRXQWV UHFHLYDEOH PDLQO\ FRQVLVWVY RI WXLWLRQ DQG IHH FKDUJH\
DOORZDQFH IRU GRXEWIXO DFFRXQWV 7KH DOORZDQFH IRU GRXEWIXO DF
P L O O L{RXQ XDAW 7KH DOORZDQFH IRU GRXEWIXO DFFRXQWY RQPRWRHRQUE P
$XIXVW 7KH 6\WWHP KDV D SROLF\ RI UHVHUYLQJ IRU DFFRXQW UHFHL
SUHYLRXV ILYH \HDUV $Q\ DPRXQW RXWVWDQGLQJ DIWHU ILYH \HDUV LV UF

JHGHUDO UHFHLYDEOHYVY LQFOXGH IHGHUDO JUDQWY DQG HGXFDWLRQ VFKF
UHFHLYDEOHY ZDV DBSOG§RIE WO\

L, OQWHUJRYHUQPHQWDO UHFHLYDEOHV LQFOXGH DPRXQWV GXH IURP VWDW
UHLPEXUVHPHQW RI DOORZDEOH H[SHQGLWXUHY PDGH SXUVXDQW WR WKH 6

&OLQLFDO 3UDFWLFH UHFHLYDEOHV DUH SUHVHQWHG QHW RI DOORZDQFHYV
EDG GHEW DOORZDQFHV RQ FOLQLFDO PHFG LR Q EBIBGD LZRHQY HUB Y S b BE AR O .
&OLQLFDO DFFRXQW UHFHLYDEOHY DUH VXEMHFW WR FRQFHQWUDWLRQ"

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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7KH PL[ Rl UHFHLYDEOHV IURP SDXUNQWV BRG DWK LRGORZWWLHYV DV RI

&OLQLFDO 3UDFWLFH SHFHLYDEOHYV
7TDEOH $
$XIXVW

I1HW *URVV

OHGLFDLG
OHGLFDUH
&RPPHUFLDO

6HOI SD\

&RXQW\ +RVSLWDO
2WKHU

7TRWDO

*LIW UHFHLYDEOHYVY LQFOXGH DPRXQWYVY SOHGJHG WR WKH 6\VWHP E\ GRQRL
DSSUR[LPDWHOOBRQOXDW OXOWL\HDU JLIW SOHGJHVY DUH UHSRUWHG DW W
EHIJLQQLQJ RI HDFK ILVFDO \HDU WKH 6\VWHP UH HYWDEOLVKHV WKH VFDO
JLIW SOHGJHVY WKDW DUH UHFHLYHG GXULQJ WKH QHZ ILVFDO \HDU

/IHDVH UHFHLYDEOH LV FDOFXODWHG DV WKH SUHVHQW YDOXH RI WKH OHDV
OHDVH UHFHLYDEOH DQG D GHIHUUHG LQIORZ RI UHVRXUFHV RQ LWV ILQDQF

3UHSDLG ,WHPV
BUHSDLG LWHPVY LQFOXGH SUHSDLG VFKRODUVKLS H[SHQVHV WKDW SHUWD
YDULRXV SUHSDLG H[SHQVHV

/IRDQV DQG &RQWUDFWYV
&XUUHQW DQG QRQFXUUHQW ORDQV DQG FRQWUDFWVY UHFHLYDEOHV UHOD
DOORZDQFH RQ ORDQV DQG FRQWUDPWRODXDW DSSUR[LPDWHO\

,QYHVWPHQWYV

7KH 6\WWHP DFFRXQWV IRU LWV LQYHVWPHQWY DW IDLYFFRORKN LQJIDFE B UG Q
5HSRUWLQJ IRU &HUWDLQ ,QYHVWPHQWMR D QIEL URUD@WH WOID® X QN PN @\§ HQNG 3
1R &HUWDLQ ([WHUQDO ,QYHVWPHQW \38RRPMQ ®IG FRAKP® 3DWWQFUSDQWWG
FDUU\LQJ YDOXH RI LQYHVWPHQWY DUH UHSRUWHG DV D FRPSRQHQW RI
LQYHVWPHQWY UHVWULFWHG E\ OHJDO RU FRQWUDFWXDO UHTXLUHPHQW
UHVWULFWLRQV

&DSLWDO ,QWDQJLEOH DQG 5LJKW WR 8VH $VVHWYV

7KH 6\WVWHP IROORZV WKH 6WDWH!V FDSLWDOL]DWLRQ SROLF\ ZKLFK UHTXL
PRUH WKDQ IRU HTXLSPHQW LWHPV IRU EXLOGLQJV EXLOGLQ.
EXLOGLQJV DQG IRU LQIUDVWUXFWXUH LWHPV DQG DQ HVWLPDWHG
FDSLWDOL]HG DW FRVW RU LI QRW SXUFKDVHG DW IDLU YDOXH DV RI WKH
DFFRUGDQFH ZLWK *$69%HDWVIDNWHOP BE WVHRDIJUHHPHQWY ZLWK D QHW SUHVHQV
XQLW H[FHHGLQJ YRU 6%,7$V WKH 6\WWHP FDSLWD GXEHYFUQ DFERQY GO
,QIRUPDWLRQ 7HFKQROROYD $66,09 JHPHHHPHQWY ZLWK D QHW SUHVHQW YDO}
FRQWUDFW H[FHHGLQJ

3XUFKDVHV RI OLEUDU\ ERRNV DUH FDSLWDOL]HG 5RXWLQH UHSDLUV DQG F
ZKLFK WKH H[SHQVH LV LQFXUUHG 2XWOD\V IRU FRQVWUXFWLRQ LQ SURJUI
FRQVWUXFWLRQ LV H[SHQVHG LQ DFFRUGDQFH ZLWKF¥FRKQWIQXLURBH QW !
,QFXUUHG EHIRUH WKH (QG RI D & RQVWUXFWLRQ 3HULRG

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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'"HSUHFLDWLRQ LV UHSRUWHG RQ DOO HIKDXVWLEOH DVVHWYV ,QH[KDXVWLE(¢

QRW GHSUHFLDWHG 'HSUHFLDWLRQ LV FRPSXWHG XVLQJ WKH VWUDLJKW C

JHQHUDOO\ WR \HDUV IRU EXLOGLQJV DQG LPSURYHPHQWYV WR \HD
\HDUV IRU OLEUDU\ ERRNYV

*$6% 6WDWHPHBDMRXRWLQJ DQG )LQDQFLDO 5HSRUDFHIGRG ,QMWIDXQLILHED B GO \
QRW VSHFLILFDOO\ H[FOXGHG E\ VFRSH SURYLVLRQV WR EH FODVVLILHG D
PHHWV WKH FULWHULD $FFRUGLQJO\ H[LVWLQJ DXWKRULWDWLYH JXLGDQF
DVVHWV LV DSSOLHG WR FRPSXWHU VRIWZDUH DV DSSOLFDEOH

*$6% 6WDWHPHRWVHRQG *$6% 6WDWHREHQMUURWLRQ %DVHG ,QIRUPDWLRQ 7H
HVWDEOLVKHG DFFRXQWLQJ DQG ILQDQFLDO UHSRUWLQJ VWDQGDUGYV IRU
DFFXPXODWHG DPRUWL]DWLRQ DUH GLVFORVHG VHSDUDWHO\ IURP RWKHU |

'"HIHUUHG 2XWIORZV RI 5HVRXUFHYV
'"HIHUUHG RXWIORZV Rl UHVRXUFHYVY UHODWH WR XQDPRUWL]JHG ORVVHV RQ \
UHWLUHPHQW REOLJDWLRQV SHQVLRQV DQG RWKHU SRVWHPSOR\PHQW EH(

'"HIHUUHG 2XWIORZV RI 5HVRXUFHV 5HODWHG WR 'HEW 5HIXQGLQJ

YRU GHEW UHIXQGLQJ WKH GLIIHUHQFH EHWZHHQ WKH UHDFTXLVLWLRQ SUL
DQG UHSRUWHG DV GHIHUUHG RXWIORZV RU GHIHUUHG LQIORZV 7KH JDLQ F
UHPDLQLQJ OLIH RI WKH ROG GHEW RU WKH OLIH Rl WKH QHZ GHEW ZKLFKH
&KDQJHV LQ 1HW 3RVLWLRQ DV D FRPSRQHQW RI LQWHUHVW H[SHQVH

'"HIHUUHG 2XWIORZV RI 5GHVRXUFHY 5 HODWHG WR $VVHW 5HWLUHPHQW 2EOQOLJ
:KHQ DQ DVVHW UHWLUHPHQW REOLJDWLRQ #%$52% LV UHFRJQL]JHG WKH ¢
RXWIORZ RI UHVRXUFHVY $W LQLWLDO PHDVXUHPHQW RI DQ $52 WKH GHIHL
DPRXQW RI WKH FRUUHVSRQGLQJ OLDELOLW\ )RU VXEVHTXHQW PHDVXUHPH
UHFRJQL]JHG DQG H[SHQVHG RYHU WKH XVHIXO OLIH RI WKH DVVHW

'"HIHUUHG 2XWIORZV RI 5HVRXUFHV 5HODWHG WR 3HQVLRQV
&HUWDLQ FKDQJHV LQ WKH FROOHFWLYH QHW SHQVLRQ OLDELOLW\ RI WKH
30DQ$ DUH UHSRUWHG DV GHIHUUHG RXWIORZV RU DV GHIHUUHG LQIORZV
FKDQJH 7KH W\SHV RI GHIHUUHG RXWIORZV Rl UHVRXUFHV UHODWHG WR S
GLVFXVVHG EHORZ
( 6\WVWHP FRQWULEXWLRQV VXEVHTXHQW WR WKH PHDVXUHPHQW GDWH R
D UHGXFWLRQ LQ WKH QHW SHQVLRQ OLDELOLW\ LQ WKH IROORZLQJ \H
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH RI WKH WRW
GHPRJUDSKLF DVVXPSWLRQV RU Rl RWKHU LQSXWV WKDW LQFUHDVH W
RI SHQVLRQ H[SHQVH XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH |
LQDFWLYH HPSOR\HHYV
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH Rl WKH WRWDO
DFWXDO H[SHULHQFH WKDW LQFUHDVH WKH WRWDO SHQVLRQ OLDELOL
WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG DYHUDJH UHPDLQL
( ,QFUHDVHV LQ WKH B6\WWHP!V SURSRUWLRQ RI WKH FROOHFWLYH QHYV
SHQVLRQ H[SHQVH XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[:
LQDFWLYH HPSOR\HHYV
( 6\WWHP FRQWULEXWLRQV GXULQJ WKH PHDVXUHPHQW SHULRG WKDW
FRQWULEXWLRQV DUH DPRUWL]HG DV D FRPSRQHQW RI SHQVLRQ H[SHC
DYHUDJH UHPDLQLQJ VHUYLFH OLYHV RI DFWLYH DQG LQDFWLYH HPSOF
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH Rl WKH FROOH
H[SHFWHG DQG DFWXDO HDUQLQJV RQ LQYHVWPHQWY LV DPRUWL]HG D
OLQH PHWKRG RYHU D SHULRG RI ILYH \HDUV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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'"HIHUUHG 2XWIORZV Rl 5SHVRXUFHY 5HODWHG WR 23 (%
&HUWDLQ FKDQJHV LQ WKH QHW 23(% OLDELOLW\ RI WKH (PSOR\HHV 5HWLLU
UHSRUWHG DV GHIHUUHG RXWIORZV RU DV GHIHUUHG LQIORZV RI UHVRXUFI
WA\SHV RI GHIHUUHG RXWIORZV RI UHVRXUFHVY UHODWHG WR 23(% DQG WKHL!
( 6\VWHP FRQWULEXWLRQV IRU UHWLUHHY VXEVHTXHQW WR WKH PHDVXL
D UHGXFWLRQ LQ WKH 23(% OLDELOLW\ LQ WKH IROORZLQJ \HDU
( 7KH HIIHFW RQ WKH 6\VWHP!V SURSRUWLRQDWH VKDUH RI WKH WRWDO
DVVXPSWLRQV RU RI RWKHU LQSXWV WKDW LQFUHDVH WKH WRWDO 23(
XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG DYHUDJH UF
( ,QFUHDVHV LQ WKH 6\WWHP!V SURSRUWLRQ RI WKH FROOHFWLYH QHW
H[SHQVH XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG D
HPSOR\HHYV
( 6\VWHP FRQWULEXWLRQV GXULQJ WKH PHDVXUHPHQW SHULRG WKDW
FRQWULEXWLRQV DUH DPRUWL]HG DV D FRPSRQHQW RI 23(% H[SHQVH
DYHUDJH UHPDLQLQJ VHUYLFH OLYHVY RI DFWLYH DQG LQDFWLYH HPSOF

JLDELOLWLHYV

JLDELOLWLHY UHODWH WR DFFRXQWV DQG RWKHU SD\DEOHV XQHDUQHG
HPSOR\HHV! FRPSHQVDEOH OHDYH OHDVH REQGIDOG RIRY R/WEWEYLSIWRD
REOLJDWLRQ QHW SHQVLRQ OLDELOLW\ DQG QHW 23(% OLDELOLW\

$FFRXQWYV DQG 2WKHU 3D\DEOHYV
$FFRXQWYV DQG RWKHU SD\DEOHV UHSUHVHQW WKH OLDELOLW\ IRU WKH YL
BRVLWLRQ GDWH IRU ZKLFK SD\PHQW LV SHQGLQJ

8QHDUQHG 5HYHQXH

8QHDUQHG UHYHQXH UHSUHVHQWY DVVHWV UHFHLYHG LQ DGYDQFH RI DQ H

UHFHLYHG SULRU WR HOLJLELOLW\ UHTXLUHPHQWY RWKHU WKDQ WLPH UHT

UHYHQXH LQFCPX®MM.RQ Rl WXLWLRQ UHYHQXH UHODWHG WR WEKNIXNBHYVWH L
7XLWLRQ UHYHQXH LV UHFRJQL]HG EDVHG RQ WKH QXPEHU RI FODVV GD

ILVFDO \HDU

1RWHY DQG /RDQV 3D\DEOH

1RWHY DQG ORDQV SD\DEOH LQFOXGH VKRUW WHUP FRPPHUFLDO SDSHU LV\
SXUFKDVHV RI FRPSXWHU HTXLSPHQW 7KHVH REOLJDWLRQV DUH UHFRUGHC
UHFRJQL]HG DV LQFXUUHG $GGLWLRQDO LQIRUPIRMWHKKRD®RXW QURNEM REOL
/IRQJ 7THUP /LDELOLWLHYV

5HYHQXH %RQGV 3D\DEOH

5HYHQXH ERQGYV SD\DEOH DUH UHSRUWHG DW SDU YDOXH %RQG GLVFRXQV
XVLQJ WKH HIITHFWLYH LQWHUHVW PHWKRG 5HYHQXH ERQGV SD\DEOH LV Ul
BWDWHPHQW RI 1HW 3RVLWLRQ

&ODLPV DQG -XGJPHQWYV

&ODLPV DQG MXGJPHQWYV DUH UHSRUWHG ZKHQ LW LV SUREDEOH WKDW D
UHDVRQDEO\ HVWLPDWHG 7KHVH OLDELOLWLHV LQFOXGH DQ DPRXBW IRU
&RQWLQJHQFLHV DQG QRBRWHALEWWPNMQQWQDJHPHQAWIRUPDWLRQ RQ ULVN PDQDJ
MXGJPHQWYV

(PSOR\HHV! &RPSHQVDEOH /HDYH

(PSOR\HHV! FRPSHQVDEOH OHDYH UHSUHVHQWY WKH OLDELOLW\ WKDW EHF
UHVLIQDWLRQV UHWLUHPHQWY DQG XVHV RI OHDYH EDODQFHYVY E\ FRYHUHC
JRU FRPSHQVDEOH OHDYH WKDW GRHV QRW KDYH D VSHFLILF SROLF\ RU SUI
XVHG ILUNRWHBOH 7HUP /UBRBHLOQMRIUPDWLRQ RQ HPSOR\HHV! FRPSHQVDEOH O

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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/IHDVH 2EOLJDWLRQV

/IHDVH REOLJDWLRQV UHSUHVHQW WKH DPRXQW UHFRJQL]JHG E\ D OHVVHH R
PHDVXUHG DW WKH SUHVHQW YDOXH RI OHDVH SD\PHQWY DQG LV UHPHDVXL
PRGLILFDWLRQ /HDVH OLDELOLWLHY DUH UHSRUWHG VHSDUDWHO\ DV HLWK

6 XEVFULSWLRQ 2EOLJDWLRQV

6XEVFULSWLRQ REOLJDWLRQV UHSUHVHQW WKH DPRXQW UHFRJQL]JHG E\ WK
XVH DQRWKHU SDUW\!V D 6%,7% YHQGRU!V LQIRUPDWLRQ WHFKQRORJ\ VRI\
HIFKDQJH RU H[FKDQJH OLNH WUDQVDFWLRQ ,W LV LQLWLDOO\ PHDVXUHC
UHPHDVXUHG ZKHQHYHU WKHUH LV D FKDQJH LQ SD\PHQWYVY RU D FRQWUDI
VHSDUDWHO\ DV HLWKHU FXUUHQW RU QRQFXUUHQW

)XQGV +HOG IRU 2WKHUYV
)XQGV KHOG IRU RWKHUV UHSUHVHQW IXQGV KHOG E\ WKH 6\WWHP DV FX\
IRXQGDWLRQV DQG RWKHUV

$VVHW 5HWLUHPHQW 2EOLJDWLRQ

$Q $52 LV D OHJDOO\ HQIRUFHDEOH OLDELOLW\ DVVRFLDWHG ZLWK WKH |
UHFRJQL]JHG ZKHQ WKH OLDELOLW\ LV LQFXUUHG DQG UHDVRQDEO\ HVWLPD
RI ERWK DQ H[WHUQDO REOLJDWLQJ HYHQW DQG DQ LQWHUQDO REOLJDWLQ.

1HW 3HQVLRQ /LDELOLW\

7KH ILGXFLDU\ QHW SRVLWLRQ RI WKH 756 30DQ KDV EHHQ GHWHUPLQHG X'
DQG IXOO DFFUXDO EDVLV RI DFFRXQWLQJ )RU SXUSRVHV RI PHDVXULQJ WK
GHIHUUHG LQIORZV RI UHVRXUFHV UHODWHG WR SHQVLRQV DQG SHQVLRQ H
756 30DQ DQG DGGLWLRQV WR GHGXFWLRQV IURP WKH 756 30DQ!V ILGXFLEL
DV WKH\ DUH UHSRUWHG E\ 756 %HQHILW SD\PHQWYV LQFOXGLQJ UHIXQGYV I
SD\DEOH LQ DFFRUGDQFH ZLWK WKH WHUPV RI WKH SODQ ,QYHVWPHQWYV
PHDVXUHPHQW QRW DQ HQWLW\ VSHFLILF PHDVXUHPHQW 756 XWLOL]JHV RC
WR PHDVXUH IDLU YDOXH WKH PDUNHW DSSURDFK WKH FRVW DSSURDFK D

1HW 23(% /LDELOLW\

7KH ILGXFLDU\ QHW SRVLWLRQ Rl WKH (56 30DQ KDV EHHQ GHWHUPLQHG X\
DQG IXOO DFFUXDO EDVLV RI DFFRXQWLQJ %HQHILW SD\PHQWV LQFOXGLQ
GXH DQG SD\DEOH LQ DFFRUGDQFH ZLWK WKH EHQHILW WHUPV ,QYHVWPHQ
DW IDLU YDOXH 7KH IDLU YDOXH RI LQYHVWPHQWY LV EDVHG RQ SXEOLVK
EURNHUV DW DYDLODEOH FXUUHQW H[FKDQJH UDWHV +RZHYHU FRUSRUDW
\LHOGV Rl FRPSDUDEOH VHFXULWLHV E\ LVVXHUV ZLWK VLPLODU FUHGLW UL

'"HIHUUHG ,QIORZV RI 5HVRXUFHYV
'"HIHUUHG LQIORZV Rl UHVRXUFHVY UHODWH WR XQDPRUWL]HG JDLQV RQ UH
SHQVLRQV 23(% DQG 333

'HIHUUHG ,QIORZV Rl 5HVRXUFHV 5HODWHG WR 'HEW 5HIXQGLQJ

YRU GHEW UHIXQGLQJ WKH GLIIHUHQFH EHWZHHQ WKH UHDFTXLVLWLRQ SUL
DQG UHSRUWHG DV GHIHUUHG RXWIORZV RU GHIHUUHG LQIORZV 7KH JDLQ F
UHPDLQLQJ OLIH RI WKH ROG GHEW RU WKH OLIH RI WKH QHZ GHEW ZKLFKH
&KDQJHV LQ 1HW 3RVLWLRQ DV D FRPSRQHQW RI LQWHUHVW H[SHQVH

'"HIHUUHG ,QIORZV RI 5HVRXUFHY 5HODWHG WR /HDVHYV

7KH 6\VWHP UHFRJQL]JHVY D GHIHUUHG LQIORZ RI UHVRXUFHV IRU OHVVRU OF
SOXV OHDVH SD\PHQWY UHFHLYHG IURP WKH OHVVHH DW RU EHIRUH OHDVH
LQIORZ LV VIVWHPDWLFDOO\ UHGXFHG RYHU WKH OHDVH WHUP FRUUHVSRQ
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'HIHUUHG ,QIORZV Rl 5HVRXUFHV 5HODWHG WR 3HQVLRQV
&HUWDLQ FKDQJHV LQ WKH FROOHFWLYH QHW SHQVLRQ OLDELOLW\ RI WKH
WR SHQVLRQV RU DV GHIHUUHG LQIORZV Rl UHVRXUFHV UHODWHG WR SHQVI
LQIORZV Rl UHVRXUFHVY UHODWHG WR SHQVLRQV DQG WKHLU UHVSHFWLYH D
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH RI WKH WRW
GHPRJUDSKLF DVVXPSWLRQV RU RI RWKHU LQSXWV WKDW GHFUHDVH W
RI SHQVLRQ H[SHQVH XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH |
LQDFWLYH HPSOR\HHYV
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH Rl WKH WRWDO
DFWXDO H[SHULHQFH WKDW GHFUHDVH WKH WRWDO SHQVLRQ OLDELOL
WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG DYHUDJH UHPDLQL
( 'HFUHDVHV LQ WKH 6\WWHP!V SURSRUWLRQ RI WKH FROOHFWLYH QHW
SHQVLRQ H[SHQVH XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[:
LQDFWLYH HPSOR\HHYV
( 6\WWHP FRQWULEXWLRQV GXULQJ WKH PHDVXUHPHQW SHULRG WKDW
FRQWULEXWLRQV DUH DPRUWL]HG DV D FRPSRQHQW RI SHQVLRQ H[SHC
DYHUDJH UHPDLQLQJ VHUYLFH OLYHV RI DFWLYH DQG LQDFWLYH HPSOF

'"HIHUUHG ,QIORZV Rl 5HVRXUFHVY 5HODWHG WR 23(%
&HUWDLQ FKDQJHV LQ WKH QHW 23(% OLDELOLW\ RI WKH (56 30DQ DUH UHS
DV GHIHUUHG LQIORZV Rl UHVRXUFHV UHODWHG WR 23(% GHSHQGLQJ RQ
UHVRXUFHV UHODWHG WR 23(% DQG WKHLU UHVSHFWLYH DFFRXQWLQJ WUHL
( 7KH HIIHFW RQ WKH 6\WVWHP!V SURSRUWLRQDWH VKDUH RI WKH WRWDO
DVVXPSWLRQV RU RI RWKHU LQSXWV WKDW GHFUHDVH WKH WRWDO 23(
XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG DYHUDJH UF
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH Rl WKH WRWD(
DFWXDO H[SHULHQFH WKDW GHFUHDVH WKH WRWDO 23(% OLDELOLW\ L
VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG DYHUDJH UHPDLQLQJ VI
( 'HFUHDVHV LQ WKH 6\WWHP!V SURSRUWLRQ Rl WKH WRWDO 23(% OLDE]
XVLQJ WKH VWUDLJKW OLQH PHWKRG RYHU WKH H[SHFWHG DYHUDJH UF
( 6\WWHP FRQWULEXWLRQV GXULQJ WKH PHDVXUHPHQW SHULRG WKDW
FRQWULEXWLRQV DUH DPRUWL]HG DV D FRPSRQHQW RI 23(% H[SHQVH
DYHUDJH UHPDLQLQJ VHUYLFH OLYHV RI DFWLYH DQG LQDFWLYH HPSOF
( 7KH HIIHFW RQ WKH 6\WWHP!V SURSRUWLRQDWH VKDUH RI WKH QHW 22
DFWXDO HDUQLQJY RQ LQYHVWPHQWY LV DPRUWL]HG DV D FRPSRQHQW
D SHULRG RI ILYH \HDUV

'"HIHUUHG ,QIORZV RI 5HVRXUFHY 5HODWHG WR 333

7KH 6\VWHP HVWDEOLVKHY D GHIHUUHG LQIORZ Rl UHVRXUFHVY UHODWHG W
PHDVXUHPHQW RI WKH UHFHLYDEOH IRU LQVWDOOPHQW SD\PHQWYVY SOXV 3:
FRPPHQFHPHQW RI WKH 333 WHUP SOXV WKH DPRXQWV IRU DOO RI WKH
LPSURYHPHQWY WR WKH XQGHUO\LQJ 333 DVVHW DQG UHFHLYDEOH IRU WK

1HW 3RVLWLRQ
1HW 3RVLWLRQ UHODWHY WR QHW LQYHVWPHQW LQ FDSLWDO DVVHWYVY UHVV

1HW ,QYHVWPHQW LQ &DSLWDO $VVHWYV

1HW LQYHVWPHQW LQ FDSLWDO DVVHWV FRQVLVWV Rl FDSLWDO OHDVHG

DPRUWL]DWLRQ DQG XQVSHQW ERQG SURFHHGV UHGXFHG E\ RXWVWDQGL:
DWWULEXWHG WR WKH DFTXLVLWLRQ FRQVWUXFWLRQ RU LPSURYHPHQW RI

S5HVWULFWHG 1HW 3RVLWLRQ
5HVWULFWHG QHW SRVLWLRQ SULPDULO\ FRQVLVWY RI SHUPDQHQW LQYHVW
JUDQWRUYV DQG FRQWULEXWRUV RU LPSRVHG E\ ODZ WKURXJK FRQVWLWXW
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5HVWULFWHG QRQH[SHQGDEOH QHW SRVLWLRQ LV VXEMHFW WR H[WHUQDOO
LQ SHUSHWXLW\ E\ WKH 6\VWHP 6XFK DVVHWV LQFOXGH WKH 6\VWHP!V SHUI

5HVWULFWHG H[SHQGDEOH QHW SRVLWLRQ LV VXEMHFW WR H[WHUQDOO\ I
6\VWHP SXUVXDQW WR WKRVH VWLSXODWLRQV RU WKDW H[SLUH ZLWK WKH ¢

B8QUHVWULFWHG 1HW 3RVLWLRQ

B8QUHVWULFWHG QHW SRVLWLRQ FRQVLVWV RI QHW SRVLWLRQ WKDW GRH)
B8QUHVWULFWHG QHW SRVLWLRQ RIWHQ KDV FRQVWUDLQWY RQ UHVRXUFHYV
PRGLILHG %HFDXVH WKH 6\WWHP LV DQ DJHQF\ RI WKH 6WDWH FRQVWUDLC
FRQVLGHUHG H[WHUQDO UHVWULFWLRQV :KHQ DQ H[SHQVH LV LQFXUUHG
UHVRXUFHV WKH 6\WWHP DGGUHVVHV HDFK VLWXDWLRQ RQ D FDVH E\ FDV}!
VDWLVI\ WKH REOLJDWLRQ *HQHUDOO\ WKH 6\WWHP!V SROLF\ LV WR ILUV
WRZDUG XQUHVWULFWHG UHVRXUFHYV

5HYHQXHV DQG ([SHQVHV
5HYHQXHV DQG H[SHQVHV UHODWH WR RSHUDWLQJ UHYHQXHV DQG H[SHQVH
VWXGHQW DLG DQG QRQRSHUDWLQJ UHYHQXHY DQG H[SHQVHV

2SHUDWLQJ 5HYHQXHV DQG ([SHQVHYV

2SHUDWLQJ UHYHQXHY LQFOXGH DFWLYLWLHV VXFK DV QHW VWXGHQW WXLV
QHW VDOHV DQG VHUYLFHV E\ DX[LOLDU\ HQWHUSULVHVY DQG PRVW IHGHUL
LQFOXGH FRVW RI JRRGV VROG VDODULHV DQG ZDJHV SD\UROO UHODWHG
WKURXJK H[SHQVH WUDYHO PDWHULDOV DQG VXSSOLHV FRPPXQLFDWLRQ\
SULQWLQJ DQG UHSURGXFWLRQ GHSUHFLDWLRQ DQG DPRUWL]DWLRQ VFK
2SHUDWLQJ H[SHQVHV DOVR LQFOXGHV WKH H[SHQVHV UHODWHG WR VFKR
(GXFDWLRQ (PHUJHQF\ 5HOLHI )XQG #+((5)$ ,Q DGGLWLRQ DOO FKDQJHV
LQVXUDQFH SURJUDPV DUH UHIOHFWHG DV RSHUDWLQJ H[SHQVHYV

BURIHVVLRQDO )HHV 5HYHQXH

817+ KDV DJUHHPHQWY ZLWK WKLUG SDUWLHV WKDW SURYLGH IRU UHLPEXU
UDWHV &RQWUDFWXDO DGMXVWPHQWY XQGHU WKLUG SDUW\ UHLPEXUVHP
HVWDEOLVKHG UDWHV IRU VHUYLFHY DQG WKH DPRXQWYV UHLPEXUVHG E\ W
OHGLFDUH DQG OHGLFDLG SURJUDPV OHGLFDUH RXWSDWLHQW VHUYLFHV DL
SD\PHQW FODVVLILFDWLRQV ZKLFK DUH EDVHG RQ FOLQLFDO UHVRXUFHYV
VHUYLFHY DUH SDLG EDVHG RQ D IHH VFKHGXOH RU EOHQGHG UDWHYV

6FKRODUVKLS $OORZDQFHV DQG 6WXGHQW $LG

JLQDQFLDO DLG WR VWXGHQWYV LV UHSRUWHG LQ WKH ILQDQFLDO VWDWHP
8QLYHUVLW\ %XVLQHVV 2I1ILFHUV #1$&8%2$% &HUWDLQ DLG VWXGHQW ORD(
DQG )HGHUDO 'LUHFW /HQGLQJ LV DFFRXQWHG IRU DV WKLUG SDUW\ SD\PF
UHYHQXH DV LI WKH VWXGHQW PDGH WKH SD\PHQW $00 RWKHU DLG LV L
H[SHQVH RU DV VFKRODUVKLS DOORZDQFHV ZKLFK UHGXFH UHYHQXHV 7KF
SRUWLRQ RI DLG WKDW ZDV SURYLGHG WR WKH VWXGHQW LQ WKH IRUP RI
SURYLGHG WR WKH VWXGHQW LQ WKH IRUP Rl UHGXFHG WXLWLRQ 7KH DOOI
FDVK SD\PHQWYV WR VWXGHQWY H[FOXGLQJ SD\PHQWYV IRU VHUYLFHV XVLQ.
SDUW\ DLG

1RQRSHUDWLQJ 5HYHQXHV DQG ([SHQVHV

1RQRSHUDWLQJ UHYHQXHV LQFOXGH DFWLYLWLHV VXFK DV JLIWV DQG FRQMW
WR WKH DVVRFLDWHG ORVV VWDWH DS SHR5)DRQBWIRQY JUQ QNN FDHIQBN RIDKEHR
WKDW DUH GHILQHG DV QRQRSHUDWLQJ UHYHQXHV E\ *$6% 7KH 6\WWHP!V
ODZVXLWV ZLOOV WUXVWV DQG LQVXUDQFH SROLFLHV KRZHYHU WKH 6\
FRQWULEXWLRQV XQWLO UHDOL]JHG 1RQRSHUDWLQJ H[SHQVHV LQFOXGH DF
DQG RWKHU H[SHQVHV WKDW DUH GHILQHG DV QRQRSHUDWLQJ H[SHQVHV E\
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8VH RI (VWLPDWHYV
7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK DFFR
$PHULFD UHTXLUHVY PDQDJHPHQW WR PDNH HVWLPDWHY DQG DVVXPSWLRC
OLDELOLWLHY DQG GLVFORVXUH RI FRQWLQJHQW DVVHWY DQG OLDELOLWLH
DOVR DIIHFW WKH UHSRUWHG DPRXQWV Rl UHYHQXHV DQG H[SHQVHV GXUL
WKRVH HVWLPDWHYV

8SFRPLQJ $FFRXQWLQJ 3URQRXQFHPHQWYV

*$6% 6WDWHPHQPMWDOO®FLDO 5HSRUWLQJ ORGIMOL I IPHW RIHN PRRPBRQHQWYV RI WK
PRGHO WR HQKDQFH HIIHFWLYHQHVV DQG DFFRXQWDELOLW\ RI JRYHUQPHQ
#0' $$ LV OLPLWHG WR WRSLFV LQ ILYH VHFWLRQV RYHUYLHZ RI WKH ILQ
VLIJQLILFDQW FDSLWDO DVVHW DQG ORQJ WHUP ILQDQFLQJ DFWLYLW\ DQG
DOVR UHTXLUHV LQIORZV DQG RXWIORZV UHODWHG WR XQXVXDO RU LQIUH
SUHVHQWDWLRQ RI 7KH 6WDWHPHQW RI 5HYHQXHV ([SHQVHRSBQ 0 WIKDKQ
LQFRPH ORVV DQG QRQFIHILAKD PDWIRAN IFRIPFBRQHQW XQLW VHSDUDWHO\ L
VWDWHPHQWY RU DV FRPELQLQJ VWDWHPHQWY SUHVHQWHG DIWHU WKH I
LQIRUPDWLRQ XVLQJ D VLQJOH PHWKRG RI FRPPXQLFDWLRQ WR SUHVHQW Y
YDULDQFHV EHWZHHQ ILQDO EXGJHW DQG DFWXDO DPRXQWV ZLWK DQ H[S¢
LPSOHPHQWHG LQ ILVFDO \HDU

*$6% 6WDWHPHQW ORVXUH RI &HUWBQ R DEDFH\WPODIMWHWY FDSLWDO DVVHW
UHTXLULQJ VHSDUDWH GLVFORVXUH RI PDMRU FDSLWDO DVVHW FODVVHV DC
DVVHWV KHOG IRU VDOH 7KLV VWDWHPHQW ZLOO EH LPSOHPHQWHG LQ ILVF

7KH 6\VWHP DQWLFLSDWHY PRGHUDWH LPSDFW RQ ILQDQFLDO VWDWHPHQV
6WDWHPHQW 1R ZLOO KDYH D PLQLPDO LPSDFW
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1RWH &DSLWDO ,QWDQJLEOH DQG 5LJKW WR 8VH $VVHWYV

$ VXPPDU\ RI FKDQJHV LQ FDSLWDO DXIXNWYV [RWU SUKH HIOWBDG EHDWRAHQGHG

&DSLWDO $VVHW $FWLYLW\
7DEOH $
$XIXVW

5HFODVVLILFDWLRQ
Rl &RPSOHWGRIRBUHDVHFUHDVH
%DODQFH &RQVWUXFEQWRQDJHQFMUDJIHQF\ %»DODQFH
6HSWHPEHU $GMXVWPHQWYURJUHVWDQVIHIUDQVIHUSGGLWLRQVHOHWLRGXJIXVW

1RQ 'HSUHFLDEOH RU 1RQ $PRUWL]DEOH $VVHWYV

/DQG DQG /DQG ,PSURYHPHQWYV

&RQVWUXFWLRQ LQ 3URJUHVV

2WKHU 7DQJLEOH &DSLWDO $VVHWV

7RWDO 1RQ 'HSUHFLDEOH RU 1RQ $PRUWL]DEOH $VVHWV

"HSUHFLDEOH $VVHWV

%XLOGLQJV DQG %XLOGLQJ ,PSURYHPHQWYV
,QIUDVWUXFWXUH

)DFLOLWLHV DQG 2WKHU ,PSURYHPHQWYV
JXUQLWXUH DQG (TXLSPHQW

9HKLFOHV %RDWYV DQG $LUFUDIW

2WKHU &DSLWDO $VVHWYV

7RWDO 'HSUHFLDEOH $VVHWV

/HVV $FFXPXODWHG 'HSUHFLDWLRQ IRU
%XLOGLQJV DQG %XLOGLQJ ,PSURYHPHQWYV
,QIUDVWUXFWXUH
)DFLOLWLHV DQG 2WKHU ,PSURYHPHQWV
)XUQLWXUH DQG (TXLSPHQW
9HKLFOHV %RDWYV DQG $LUFUDIW
2WKHU &DSLWDO $VVHWYV

7RWDO $FFXPXODWHG 'HSUHFLDWLRQ

7RWDO 'HSUHFLDEOH $VVHWV 1HW

$PRUWL]DEOH $VVHWYV ,QWDQJLEOHV
&RPSXWHU 6RIWZDUH
7RWDO $PRUWL]DEOH $VVHWV ,QWDQJLEOHV

/HVV $FFXPXODWHG $PRUWL]DWLRQ IRU
&RPSXWHU 6RIWZDUH

7RWDO $FFXPXODWHG $PRUWL]DWLRQ
$PRUWL]DEOH $VVHWV ,QWDQJLEOHV 1HW
7RWDO &DSLWDO $VVHWV 1HW

'XULQJ ILVFDO \HDU WKH 6\WWHP UHFRJQL]HG D LPSDLUPHQW O
SURJUHVV SURMHFW IRU WKH 0XOWL &XOWXUDO &HQWHU DW 817 FDPSXV 7
IRU WKH DVVHW ZDV LGHQWLILHG UHVXOWLQJ LQ D WRWDO ORMFRXYWUGLF
DQG )LQDQFLDO 5HSRUWLQJ IRU ,PSDLUPHQW RI &B8HWDW $SM\DHWAD ORIE RR L
ZDV ZULWWHQ GRZQ WR D UHFRYHUDEOH DPRXQW ZKLFK ZDV GHWHUPLQHC
DQG /RVVHV ([SHQVH RQ WKH ODWUL[ Rl 2SHUDWLQJ ([SHQVHV 5HSRUWHG E\
RI 30DQW OLQH LWHP RQ WKH 6WDWHPHQW RI 5HYHQXHV ([SHQVHV DQG &KI
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$ VXPPDU\ RI FKDQJHV LQ OHDGHBMM®E & W XEYV FWKBWMRREIYW \HDYV HQBWIEQWH
EHORZ

/HDVHG DQG 6XEVFULSWLRQ &DSLWDO $VVHW $FWLYLW\
7TDEOH %
$XIXVW

%DODQFH %DODQHH
6HSWHPEHU $GMXVWPHRGWK/LWLRQMOHWLRXJXVW

$PRUWL]DEOH $VVHWY ,QWDQJLEOH 5LJKW WR 8VH
%XLOGLQJ DQG %XLOGLQJ ,PSURYHPHQWYV

/DQG DQG 2WKHU ,PSURYHPHQWYV

(TXLSPHQW

6XEVFULSWLRQV

7RWDO $PRUWL]DEOH $VVHWY ,QWDQJLEOH 5LJKW WR 8VH

/HVV $FFXPXODWHG $PRUWL]DWLRQ IRU

%XLOGLQJ DQG %XLOGLQJ ,PSURYHPHQWYV

/DQG DQG 2WKHU ,PSURYHPHQWYV

(TXLSPHQW

6XEVFULSWLRQV

7RWDO $FFXPXODWHG $PRUWL]DWLRQ ,QWDQJLEOH 5LJKW WR 8VH
7RWDO $PRUWL]DEOH $VVHWYV ,QWDQJLEOH 5LJKW WR 8VH 1HW

1RWH &DVK &DVK (TXLYDOHQWYV DQG ,QYHVWPHQWYV

'"HSRVLWYV RI &DVK LQ %DQN
$V RXIXVW WKH FDUU\LQJ DPRXQW RI GHDSYRYUWWHZDWHG EHORZ

&DVK LQ %DQN
7DEOH $
$XIXVW

&DVK LQ %DQN &DUU\LQJ 9DOXH
&DVK LQ %DQN SHU 6WDWHPHQW RI 1HW 3RVLWLRQ

&XUUHQW $VVHWYV &DVK LQ %DQN
&XUUHQW $VVHWYVY 5HVWULFWHG &DVIK LQ %DQN
&DVK LQ %DQN SHU 6 WDWHPHQW RI 1HW 3RVLWLRQ

7KH FDUU\LQJ DPRXQW FRQVLVWYV Rl DOO FDVK LQ ORFDO EDQNV DQG LV LQ
DQG FDVK HTXLYDOHQWYV 7KH FDVK DQG FDVK HTXLYW®B@WMV ELDEDVHYAWHH G
HTXLYDOHQWY DQGFRPSULVHG RI FDVK RQ KDQG DQG RBXVKWW W K\H B VWADRMHD T
EDQN EDODQFH ZDV

7KH FDUU\LQJ DPRXQW RI GHSRVLWV IRU WKH 6\WVWHP!V GLVFUHWHO\ SUHVI
817 )RXQGDWLRQ 6WDWR P HW WSMRID X V@D QEDD O $VSRIXVW  WKH WRWD«
817 )RXQGDWLRQ EDQN EDODQFH ZDV

7KH FDUU\LQJ DPRXQW RI GHSRVLWV IRU WKH 6\WWHP!V GLVFUHWHO\ SUHVI
RQ WKH 817 +HDOWK )RXQGDWLRQ 6WDMXHRWWW RDYLQDQFLD®VSRINWWRQ D\
WKH WRWDO 817 +HDOWK )RXQGDWLRQ EDQN EDODQFH ZDV
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&EXVWRGLDO &UHGLW 5LVN '"HSRVLWYV

&XVWRGLDO FUHGLW ULVN IRU GHSRVLWYV LV WKH ULVN WKDW LQ WKH HYH
ZLOO QRW EH DEOH WR UHFRYHU GHSRVLWYVYV RU ZLOO QRW EH DEOH WR U]
RXWVLGH SDUW\ 7KH 6\WWHP!V SROLF\ LV WKDW DOO GHSRVLWY DUH JRYH
DQEG WKH UHVSHFWLYH EDQNLQJ LQVWLWXWLRQ 7KLV DJUHHPHQW SURYLG
HIFHHG WKH PD[LPXP LQVXUHG OLPLW XQGHU GHSRVLW LQVXUDQFH SURYL
#)',&% VKDOO DW DOO WLPHV EH FROODWH®DIXIMWG ZMMKK BRYWH G PGV QR
EDODQFHV WKDW ZHUH H[SRVHG WR FXVWRGLDO FUHGLW ULVN

,QYHVWPHQWYV

7KH 6\WWHP!V RSHUDWLQJ IXQGV PDQDJHPHQW REMHFWLYH LV WR UHWDLQ
ZKLOH VHHNLQJ KLJKHU \LHOG RQ FDVK UHVHUYHV WKURXJK DQ DSSURSULD
LQYHVWPHQW IXQGV XQGHU LWV FRQWURO DUH KHOG DQG PDQDJHG E\ WKF
ZKLFK DXWKRUL]JHV WKH 6\WWHP!V %RDUG RI 5HJHQWV VXEMHFW WR SURF
IXQGV LQ DQ\ NLQG RI LQYHVWPHQW DQG LQ DPRXQWV LW FRQVLGHUV DSS
VWDQGDUG GHVFULEHG LQ WKH 7H[DV &RQVWLWXWLRQ $UWLFOH 9,, 6HFW
5HJHQWYV LQ PDNLQJ LQYHVWPHQWY PD\ DFTXLUH H[FKDQJH VHOO VXSHL
WR UHVWULFWLRQV LW HVWDEOLVKHV DQG LQ DPRXQWV LW FRQVLGHUV C
H[HUFLVLQJ UHDVRQDEOH FDUH VNLOO DQG FDXWLRQ ZRXOG DFTXLUH |
UHTXLUHPHQWY DQG RWKHU FLUFXPVWDQFHV Rl WKH IXQG WKHQ SUHYDLOI
DVVHWV RI WKH IXQG UDWKHU WKDQ D VLQJOH LQYHVWPHQW $00 6\VW
HQGRZPHQW IXQGV DQG 817+ PHGLFDO SURIHVVLRQDO OLDELOLW\ VHOI LQ\
SHUVRQ VWDQGDUG (DFK LQVWLWXWLRQ RI WKH 6\WWHP DGRSWV DQ HQC
IROORZLQJ W\SHV RI LQYHVWPHQWY 8 6 *RYHUQPHQW REOLJDWLRQV 8 6
REOLJDWLRQV FRUSRUDWH REOLJDWLRQV FRUSRUDWH DVVHW EDFNHG

REOLJDWLRQV LQWHUQDWLRQDO HTXLW\ FHUWLILFDWHV RI GHSRVLW EDQ
UHSXUFKDVH DJUHHPHQWY SULYDWH HTXLW\ KHGJH IXQGV 5HDO (VWDWH
HVWDW H

$V RXIXVW WKH 6\VWHP!V LQYHVWPHQWY DUH SUHVHQWHG EHBBRVVQFIOXG
DV FDVK HTXLYDOHQWYV

,QYHVWPHQWY DQG &DVK (TXLYDOHQWYV
7TDEOH %
$XIXVW

,QYHVWPHQWY DQG &DVK (TXLYDOHQWV 7RWDO

$OWHUQDWLYH ,QYHVWPHQWYV
BULYDWH '"HEW (TXLW\

&RPPHUFLDO 3DSHU

&RUSRUDWH 2EOLJDWLRQV

'RPHVWLF 0XWXDO )XQGYV

(TXLW\

JLIHG ,QFRPH ORQH\ ODUNHW DQG OXWXDO )XQG\

+HGJH )XQGV

,QWHUQDWLRQDO &RPPLQJOHG )XQGV

,QWHUQDWLRQDO (TXLW\

,QWHUQDWLRQDO 0OXWXDO )XQGYV

,QWHUQDWLRQDO 2EOLJDWLRQV

OLVFHOODQHRXYV

2WKHU &RPPLQJOHG )XQGV

2WKHU &RPPLQJOHG )XQGV 7H[DV&/$66

86 *RYHUQPHQW $JHQF\ 2EOLJDWLRQV

86 7UHDVXU\ 6HFXULWLHYV

7RWDO ,QYHVWPHQWYV DQG &DVK (TXLYDOHQWYV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

&UHGLW 5LVN ,QYHVWPHQWYV

&UHGLW ULVN LV WKH ULVN WKDW DQ LVVXHU RU FRXQWHUSDUW\ WR DQ LQ
DVVLIQPHQW RI D UDWLQJ E\ D QDWLRQDOO\ UHFRJQL]HG VWDWLVWLFDO |
6WDQGDUG 3RRU!V IRU WKLV SXUSRVH 7KH 6\WWHP!V LQYHVWPHQW SROLF
UHJDUGLQJ LQYHVWPHQW UDWLQJVY $FFRUGLQJ WR WKH DXWKRULWDWLYH
FRQWUDU\ REOLJDWLRQV RI WKH 8 6 JRYHUQPHQW RU REOLJDWLRQV H[SOL
WR KDYH FUHGLW ULVN DQG GR QRW UHTXLUH GLVFORVXUH RI FUHGLW TXDC

$V RXIXVW WKH 6\VWHP!V FUHGLW TXDOLW\ GLVWULEXWLRQ IRU VHFXULW

,QYHVWPHQWYV ([SRVHG WR &UHGLW 5LVN
7TDEOH &
$XIXVW

6WDQGDUG DQG 3RRU!V
,QYHVWPHQW 7\SH$$$ $$ $ % % % $ 8QUDWHG 7RWDO
$OWHUQDWLYH ,QYHVWPHQWYV
3ULYDWH 'HEW (TXLW\
&RPPHUFLDO 3DSHU
&RUSRUDWH 2EOLJDWLRQV
'RPHVWLF OXWXDO )XQGYV
(TXLW\

JL[HG ,QFRPH ORQH\ ODUNHW
DQG %RQG OXWXDO )XQGV

+HGJH )XQGV

,QWHUQDWLRQDO &RPPLQJOHG )XQGV
,QWHUQDWLRQDO (TXLW\
,QWHUQDWLRQDO OXWXDO )XQGV
,QWHUQDWLRQDO 2EOLJDWLRQV
OLVFHOODQHRXV

2WKHU &RPPLQJOHG )XQGV

2WKHU &RPPLQJOHG )XQGV
7H[DV&/$66

86 *RYHUQPHQW $JHQF\
2EOLJDWLRQV

8 6 7UHDVXU\ 6HFXULWLHV
7TRWDO

&RQFHQWUDWLRQ RI &UHGLW 5LVN

&RQFHQWUDWLRQ Rl FUHGLW ULVN LV WKH ULVN WKDW LQ WKH HYHQW RI \
WKH YDOXH RI LWV LQYHVWPHQW 7KH 6\WWHP!V LQYHVWPHQW UHJXODWLI
UHJDUGLQJ FRQFHQWUBXIDR/QR| MKHGEW WIR BLG QRW KROG DQ\ GLUHFW L
Rl FRUSRUDWH RU PXQLFLSDO ERQGV WKDW ZHUH ILYH SHUFHQW RU PRU
LQYHVWPHQWYV

&EXVWRGLDO &UHGLW 5LVN

&EXVWRGLDO FUHGLW ULVN LV WKH ULVN WKDW LQ WKH HYHQW RI WKH IDLC
DEOH WR UHFRYHU WKH YDOXH RI LWV LQYHVWPHQW RU FROODWHUDO VHFX
DQG WKH 6\WVWHP!V LQYHVWPHQW UHJXODWLRQ GR QRW FRQWDLQ OHJDO
FXVWRGLDO FUHGLW ULVSNXIRVW QY NWKWHP BQYWNHP$BLREI QRW KDYH LQYHVWPH
FXVWRGLDO FUHGLW ULVN

,(QWHUHVW 5DWH 5LVN

, QWHUHVW UDWH ULVN LV WKH ULVN WKDW FKDQJHV LQ PDUNHW LQWHUHYV
*HQHUDOO\ WKH ORQJHU WKH PDWXULW\ RI DQ LQYHVWPHQW WKH JUHDWHL
UDWHYV $RVYXRW WKH 6\VWHP LQYHVWPHQWY VXEMHFW WR LQWHUHVW UD
GHSRVLW UHSXUFKDVH DJUHHPHQWY DQG IL[HG LQFRPH PRQH\ PDUNHW K

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

6\WWHP!V LQYHVWPHQWY LQ 8 6 *RYHUQPHQW $JHQF\ 2EOLJDWLRQV KDYH I
FRUSRUDWH REOLJDWLRQV KDYH DQ DYHUDJH PDWXULW\ Rl DSSUR[LPDWH:{
VXEMHFW WR FUHGLW ULVN SULFH ULVN DQG LQWHUHVW UDWH ULVN PRU]
VHQVLWLYH WR FKDQJHV LQ LQWHUHVW UDWHYV

YRUHLJQ &XUUHQF\ 5LVN

JRUHLJQ FXUUHQF\ ULVN IRU LQYHVWPHQWY LV WKH ULVN WKDW FKDQJHV |
6\VWHP!V LQYHVWPHQW SROLF\ GRHV QRW SURYLGH VSHFLILF UHTXLUHPH
FXUUHQF$XIXW WI WKH 6\VWHP!V LOQOYHVWPHQWY ZHUH DOO GHQRPLQDWHG

,QWHUQDO ,QYHVWPHQW 3RROV
817 )RXQGDWLRQ ,QWHUQDO ,QYHVWPHQW 3RRO
7KH 817 )RXQGDWLRQ KROGV DQG LQYHVWV FHUWDLQ IXQGV LQ WUXVW R
LQYHVWPHQW PDQDJHPHQW DJUHHPHQW GDWHG $XJXVW FHUWDLQ 81
JRXQGDWLRQ DQG LQYHVWHG LQ WKH 817 )RXQGDWLRQ V &RQVROLGDWHG |, (
RI WKH DJUHHPHQW HQGHG $XJXVW ZLWK D SURYLVLRQ WR DXWRPDYV
WKH DJUHHPHQW ZDV UH ZULWWHQ ZLWK DQ HIIHFWLYH GDWH RI 6HSWH
ZLWK D SURYLVLRQ WR DXWRPDWLFDOO\ UHQHZ DQG H[WHQG IRU DG
WKH 817 )RXQGDWLRQ HQWHUHG LQWR DQ LQYHVWPHQW PDQDJHPHQW DJ
HQGRZPHQW DVVHWYVY LQ WKH 817 )RXQGDWLRQ 3RRO 7KH LQLWLDO WHUP R
DXWRPDWLFDOO\ UHQHZ DQG H[WHQG IRU DGGLWLRQDO ILYH \HDU WHUPYV
LW GHWHUPLQHV WKDW LWV RZQ IRXQGDWLRQ LV RSHUDWLRQDOO\ FDSDEO}
HQGRZPHQWY SULRU WR H[SLUDWLRQ RI WKH DJUHHPHQW

7KH 817 )RXQGDWLRQ 3RRO LV LQYHVWHG ZLWK H[WHUQDO LQYHVWPHQW PD
LQYHVWPHQW IXQGY ERWK GRPHVWLF DQG LQWHUQDWLRQDO 7KH 817 )RXQ
WR EH PDLQWDLQHG ZLWKLQ WKH IROORZLQJ WDFWLFDO UDQJHYV JUF
LQIODWLRQ SURWHFWLRQ DVVHWVY LQFOXGLQJ UHDO DVVHWV DQG LQF
FDVK 7KH 817 )RXQGDWLRQ!V LQYHVWPHQW FRPPLWWHH LV UHVSRQVLEOH
DOORFDWLRQ UDQJHV DQG ZLWKLQ WKH WDFWLFDO UDQJHV KDV GLVFU
UHDOORFDWLRQV WR WKH SRUWIROLR!V VSHFLILF XQGHUO\LQJ DVVHWV &RI
EH REWDLQHG IURP KWWSV HQGRZ XQW HGX

$V BKIXVW WRWDO LQYHVWPHQWY KHOG E\ WKH 817 )RXQGDWLRQ LQFO
FRQVLVWHG RI WKH IROORZLQJ LQYHVWPHQW W\SHYV

,QYHVWPHQWY DQG &DVK (TXLYDOHQWYV

7TDEOH ' 817 )RXQGDWLRQ
$XIXVW
,QYHVWPHQW 7TRWDO

JL[HG ,QFRPH ORQH\ ODUNHW DQG %RQG OXWXDO )XQGYV
'RPHVWLF OXWXDO )XQGYV
,QWHUQDWLRQDO 0XWXDO )XQGYV
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQG|V
2WKHU &RPPLQJOHG )XQGV
$OWHUQDWLYH ,QYHVWPHQWV
BULYDWH 'HEW (TXLW\
OLVFHOODQHRXYV
7RWDO ,QYHVWPHQWYV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

7KH 817 )RXQGDWLRQ 3RRO!V LQYHVWPHQWYV DBXJIRRW UDMKHS S8R\ 6)\R R QG D W
3RRO GLG QRW KROG DQ\ GLUHFW LQYHVWPHQWY LQ DQ\ RQH LVVXHU RI FR
RI WKH PDUNHW YDOXH Rl WKH 817 )RXQGDWLRQ 3RRO!V LQYHVWPHQWYV 7Kt
WR FXVWRGLDO FUHGLW ULVN 7KH 817 )RXQGDWLRQ 3RRO!V LQYHVWPHQW\
DQG ERQG PXWXDO IXQGVY KDYH D ZHLJKWHG DYHUDJH PDWXULW\ RI OH
UHVSHFWLYHO\

$V RXIXVW WKH 6\VWHP!V LQYHVWPHQWY LQ WKH 817 )RXQGDWLRQ 3RRO F

(TXLW\
(TXLW\ FRQVLVWYV RI GLUHFW RZQHUVKLS RI HTXLW\ VHFXULWLHV LQ SXEOLI
E\ DQ H[WHUQDO LQYHVWPHQW DGYLVRU

'RPHVWLF OXWXDO )XQGV
'RPHVWLF PXWXDO IXQGY DUH PXWXDO IXQGV WKDW E\ SROLF\ LQYHVW Sl
FRUSRUDWLRQV

,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGV
,QWHUQDWLRQDO RWKHU FRPPLQJOHG IXQGY LQFOXGH RZQHUVKLS RI XQLV
LQWHUQDWLRQDO HTXLW\ VHFXULWLHV Rl SXEOLFO\ KHOG FRUSRUDWLRQV

,QWHUQDWLRQDO 0OXWXDO )XQGV
,QWHUQDWLRQDO PXWXDO IXQGV DUH PXWXDO IXQGV WKDW E\ SROLF\ LQ®
KHOG FRUSRUDWLRQV

JLIHG ,QFRPH ORQH\ ODUNHW %RQG OXWXDO )XQGV

ORQH\ PDUNHW PXWXDO IXQGV #00)$ DUH RSHQ HQG PXWXDO IXQGV UHJ
&RPPLVVLRQ #6(&$% XQGHU 6(& V 5XOH D ZKLFK HQIRUFHV VSHFLILF U}
00)V PD\ KDYH HLWKHU D VWDEOH QHW DVVHW YDOXH #1$9$ W\SLFDOO\ PLC
IOXFWXDWHVY EDVHG RQ WKH PDUNHW YDOXH RI XQGHUO\LQJ DVVHWV 6(&!\
LQGLYLGXDO VHFXULWLHYV DV ZHOO DV ZHLJKWHG DYHUDJH PDWXULW\ DQG
WUDGHG DQG RSHQ HQG SULPDULO\ LQYHVW LQ IL[HG LQFRPH VHFEXULWI
LQWHUQDWLRQDO LVVXHUV

$OWHUQDWLYH ,QYHVWPHQWV

$OWHUQDWLYH LQYHVWPHQWY FRQVLVW Rl KHGJH IXQGV UHDO HVWDWH
LQYHVWPHQW VWUDWHJILHY WKDW DUH W\SLFDOO\ OHVV FRUUHODWHG WR W
WKURXJK D FRPELQDWLRQORP LVOH® S MUWHYHYWM SV SXEOLFO\ WUDGHG RS
RZQHUVKLS LQ RWKHU FRPPLQJOHG SRROHG IXQGV

817 +HDOWK )RXQGDWLRQ @MWHUQDO ,QYHVWPHQW 3RR

&HUWDLQ LQYHVWPHQWYV RI WKH 6\VWHP DUH PDQDJHG E\ WKH 817 +HDOWEK
#817 +HDOWK )RXQGDWLRQ 3RRO$ 7KH 817 +HDOWK )RXQGDWLRQ 3RRO L
LQYHVW LQ HTXLW\ PXWXDO IXQGV DQG DOWHUQDWLYH LQYHVWPHQW IXQC
REMHFWLYH Rl WKH 817 +HDOWK )RXQGDWLRQ LV ORQJ WHUP JURZWK RI FD
FDSLWDO PDUNHWYV PD\ UHVXOW LQ WKH ORVV RI FDSLWDO RQ RFFDVLRQ L
WKH 817 +HDOWK )RXQGDWLRQ 3RRO H[FOXVLYH Rl FRQWULEXWLRQV RU Z
WKURXJK D FRPELQDWLRQ RI LQYHVWPHQW LQFRPH DQG FDSLWDO DSSUHFLI
ZKLOH LQFXUULQJ OHVV ULVN WKDQ VXFK LQGH[ 7KH %RDUG DQG RU WKF
LQWHQGYV WR PD[LPL]H WKH SRUWIROLR V WRWDO UHWXUQ FRPSULVLQJ LQI
REMHFWLYH LV WR EH DFFRPSOLVKHG E\ DVVXPLQJ D SUXGHQW OHYHO RI U
&RPSOHWH DXGLWHG ILQDQFLDO VWDWHPHQWY Rl WKH 817 +HDOWK )RXQGD
DW &DPS %RZLH %RXOHYDUG 6XLWH YRUW :RUWK 7H[DV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

$V RIXIXVW WRWDO LQYHVWPHQWY KHOG E\ WKH 817 +HDOWK )RXQGI
FRQVLVWHG RI WKH IROORZLQJ LQYHVWPHQW W\SHV

,QYHVWPHQWY DQG &DVK (TXLYDOHRWYV

7DEOH ( 817 +HDOWK )RXQGDWLR®
$XIXVW

,QYHVWPHQW 7RWDO
'RPHVWLF 0XWXDO )XQGV

(TXLW\

,QWHUQDWLRQDO (TXLW\

$OWHUQDWLYH ,QYHVWPHQWYV
OLVFHOODQHRXV

7RWDO ,QYHVWPHQWYV

7KH 817 +HDOWK )RXQGDWLRQ 3RRO!V LQYHVWPHQ¥VXD/WH Q RWK HU B WH &HD\OG/
JRXQGDWLRQ 3RRO GLG QRW KROG DQ\ GLUHFW LQYHVWPHQWY LQ DQ\ ROQI
SHUFHQW RU PRUH Rl WKH PDUNHW YDOXH Rl WKH 817 +HDOWK )RXQGDWLR
GLG QRW KDYH LQYHVWPHQWY H[SRVHG WR FXVWRGLDO FUHGLW ULVN 7KH
UDWH ULVN IL[HG LQFRPH PRQH\ PDUNHW DQG ERQG PXWXDO IXQGV KDY
DQG DSSUR[LPDWHO\ HLJKW \HDUV UHVSHFWLYHO\

$V BXIXVW WKH 6\VWHP!V LQYHVWPHQWY LQ WKH 817 +HDOWK )RXQGDWLI
W\ASHV

(TXLW\
(TXLW\ FRQVLVWV RI GLUHFW RZQHUVKLS RI HTXLW\ VHFXULWLHV LQ SXEOL]
E\ DQ H{WHUQDO LQYHVWPHQW DGYLVRU

,QWHUQDWLRQDO (TXLW\
,QWHUQDWLRQDO HTXLW\ FRQVLVWV Rl GLUHFW RZQHUVKLS RI LQWHUQDW
VHFXULWLHVY DUH W\SLFDOO\ PDQDJHG E\ DQ H[WHUQDO LQYHVWPHQW DGYL

'RPHVWLF OXWXDO )XQGV
'RPHVWLF PXWXDO IXQGV DUH PXWXDO IXQGV WKDW E\ SROLF\ LQYHVW
FRUSRUDWLRQV

$OWHUQDWLYH ,QYHVWPHQWYV

$OWHUQDWLYH LQYHVWPHQWYV FRQVLVW RI KHGJH IXQGY UHDO HVWDWH

VWUDWHJLHY WKDW DUH W\SLFDOO\ OHVV FRUUHODWHG WR WKH SXEOLFO\
FRPELOQDWLRQ RI XQLW LQWHUHVWY LQ OLPLWHG SDUWQHUVKLSV SXEOLFOQ
RWKHU FRPPLQJOHG SRROHG IXQGV

YDLU 9DOXH OHDVXUHPHQWYV
7KH 6\WWHP!V LQYHVWPHQWYV DU i$ XUKFRW G HIZQ BWK DDYLHJ EDHIQX R DDWHRRUL]HG
YDOXH KLHUDUFK\ LQ DFFRUGDQ F HDZ UWHKD Oa¥6 06V Y W b1 IR D GWELBR B GV [ B/SHP IHRDM
GHILQHV IDLU YDOXH DV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VH
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUHPHQW
ZLWKLQ WKH IDLU YDOXH KLHUDUFK\ HVWDEOLVKHG E\ *$6% 6WDWHPHQW 1F
WRHDVXUH IDLU YDOXH Rl WKH DVVHWY $Q LQYHVWPHQW!V OHYHO ZLWKLQ
LQSXW WKDW LV VLIQLILFDQW WR WKH IDLU YDOXH PHDVXUHPHQW

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

7KH IROORZLQJ GHVFULEHV WKH KLHUDUFK\ RI LQSXWV XVHG WR PHDVXUH 1|

/[HYHO4XRWHG SULFHV XQDGMXVWHG IRU LGHQWLFDO DVVHWV RI
WKDW D JRYHUQPHQW FDQ DFFHVV DW WKH|PHDVXUHPHQW G

/[HYHO,QSXWV RWKHU WKDQ TXRWHG SULFHV LQFIOXGHG ZLWKLQ /
IRU DQ DVVHW RU OLDELOLW\ HLWKHU GLUHFWO\ TXRWHG |
RU OLDELOLWLHY RU LQGLUHFWO\ FRUURHRUDWHG IURP RE

/I[HYHO8QREVHUYDEOH LQSXWV IRU DQ DVVHW RU DLDELOLW\

7KH 6\VWHP KDV WKH IROORZLQJ UHFXWBWXURYWDLU YDOXH PHDVXUHPHQWYV D)

,QYHVWPHQWYV )DLU 9DOXH
7DEOH )
$XIXVW

)J)DLU 9DOXH OHDVXUHPHQWV 8VLQ.

6LIJQLILFDQW
AXRWHG 3ULFRWKBU 6LJQLILADQW
$FWLYH ODUREHWHWUYDBQREVHUYDEOH
IRU ,GHQWLFEDRGXWV ,QSXWV\

7RWDO $VVHWV /[HYH®YHO /HYHO

,QYHVWPHQWYV E\ )DLU 9DOXH /HYHO
$OWHUQDWLYH ,QYHVWPHQWYV
3ULYDWH 'HEW (TXLW\
&RPPHUFLDO 3DSHU
&RUSRUDWH 2EOLJDWLRQV
'RPHVWLF 0OXWXDO )XQGYV
(TXLW\
JL[HG ,QFRPH ORQH\ ODUNHW DQG %RQG OXWXDO )XQGV
+HGJH )XQGV
,QWHUQDWLRQDO (TXLW\
,QWHUQDWLRQDO 0XWXDO )XQGV
,QWHUQDWLRQDO 2EOLJDWLRQV
OLVFHOODQHRXYV
2WKHU &RPPLQJOHG )XQGV
86 *RYHUQPHQW $JHQF\ 2EOLJDWLRQV
8 6 7UHDVXU\ 6HFXULWLHYV
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH
,QYHVWPHQWY DQG &DVK (TXLYDOHQWYV OHDVXUHG DW 1$9
(IWHUQDOO\ 0ODQDJHG ,QYHVWPHQWY )RXQGDWLRQ ODQDJHG 3RROV
7RWDO ,QYHVWPHQWY DW 1$9
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH DQG 1$9
,QYHVWPHQWY DQG &DVK (TXLYDOHQWY QRW OHDVXUHG DW )DLU 9DOXH
2WKHU &RPPLQJOHG )XQGV 7H[DV&/$66
7RWDO ,QYHVWPHQWY QRW OHDVXUHG DW )DLU 9DOXH
7RWDO ,QYHVWPHQWYV

,QYHVWPHQWY FODVVLILHG LQ /HYHO RI WKH IDRU YWKAHX H KEBO DX\BW\ HY B ¢
DUH YDOXHG XVLQJ TXRWHG SULFHV LQ DFWLYH PDUNHWY )DLU YDOXH
YDOXDWLRQV RI DVVHWY DQG UHSRUWHG WR LQYHVWRUV RQ D PRQWKO\ E
ORDQV RU GHEW VHFXULWLHY DQG GLVWUHVVHG GHEW FRPELQHG ZLWK W
REVHUYDEOH PD\ EH GHWHUPLQHG E\ SULFLQJ DQG SHUIRUPDQFH PRGHOV
DUH RIWHQ QRW GLUHFWO\ REVHUYDEOH )DLU YDOXDWLRQV SXEOLVKHG E!

RIWHQ GHWHUPLQHG E\ WKH EHVW LQIRUPDWLRQ DYDLODEOH DQG DXGLWH(
YDOXHG RQ D TXDUWHUO\ EDVLV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

7KH 817 )RXQGDWLRQ 3RRO KDV WKH IROORZLQJ $XHRXWULQIZHKDEK LYQROOKHG!
Rl WKH 6\VWHP!V HIWHUQDOO\ PDQDJHG LQYHVWPHQWYV

,OYHVWPHQWYV )DLU 9DOXH
7DEOH * 817 )RXQGDWLRQ
$XIXVW

)DLU 9DOXH OHDVXUHPHQWYV 8VLQJ

4XRWHG 3ULFHV LQ
$FWLYH ODWBNB@MMMLFDQW @WIQH UL FP QW
IRU ,GHQWLRE®WHUYDEOBQREVHUYDEOH
7RWDO $VVHWYV /HYEBXWV /HY,@8XWV /HYHO

,QYHVWPHQWV E\ )DLU 9DOXH /HYHO
JL[HG ,QFRPH ORQH\ ODUNHW DQG %RQG O0XWXDO )XQGV
'RPHVWLF 0XWXDO )XQGYV
,QWHUQDWLRQDO 0XWXDO )XQGV
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGV
2WKHU &RPPLQJOHG )XQGV
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH
,QYHVWPHQWY OHDVXUHG DW 1$9
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGYV
BULYDWH 'HEW (TXLW\
OLVFHOODQHRXV
7RWDO ,QYHVWPHQWY DW 1$9
7RWDO ,QYHVWPHQWYV

7KH 817 +HDOWK )RXQGDWLRQ 3RRO KDV WKH IROORXIQVWHFXKULAKQILIQBOX Y
RI WKH 6\VWHP!V HIWHUQDOO\ PDQDJHG LQYHVWPHQWYV

,QYHVWPHQWY )DLU 9DOXH
7DEOH + 817 +HDOWK )RXQGDWLRQ
$XIXVW

)DLU 9DOXH OHDVXUHPHQWY 8VLQJ

4XRWHG 3ULFHV LQ
$FWLYH ODWBNB@MMLFDQW @MWIQHULFD QW
IRU ,GHQWLREBHUYDEOBQREVHUYDEOH
7RWDO $VVHWYV /HYEBXWV /HY,@8XWV /HYHO

,QYHVWPHQWYV E\ )DLU 9DOXH /HYHO
"'RPHVWLF OXWXDO )XQGYV
(TXLW\
,QWHUQDWLRQDO (TXLW\
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH
,QYHVWPHQWY DQG &DVK (TXLYDOHQWY OHDVXUHG DW 1$9
&DVK (TXLYDOHQWYV
$OWHUQDWLYH ,QYHVWPHQWYV
7RWDO ,QYHVWPHQWY DW 1$9
7RWDO ,QYHVWPHQWYV

'LWKLQ WKH SRROV ILQDQFLDO DVVHWY YDOXHG XVLQJ /HYHO LQSXWYV Dl
PDUNHWY )DLU YD@QGW YRO XAV XDIOQW /HYHO LOQSXWYVY DUH EDVHG RQ SXEC
+HGJH )XQGV DQG 5(,7V bUH GHWHUPLQHG E\ WKLUG SDUW\ YDOXDWLRQV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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2WKHU &RPPLQJOHG )XQGV FRQVLVWYV RI IXQGV LQYHVWHG ZLWK 7H[DV&/
FRQIRUPLW\ ZLWK WKH 7H[DV *RYHUQPHQW &RGH ,QWHUORFDO &RRSHUDW
3XEOLF )XQGV ,QYHVWPHQW $FW &KDSWHU 7KH\ DUH VWUXFWXUHG VF
VKDUHKROGHUV WKH DELIOGWI ZWIK GG\s RWOLWY GDLD\ EDVLV ,Q DGGLWLRQ LQ
EDVLV DQG WKH IXQGV VHHN WR PDLQWDLQ D FRQVWDQW QHW DVVHW YDO
6\WWHP UHSRUWV LWV LQYHVWPHQW ZDWKDPHRDWE]$E FRVW LQ DFFRUGDQF|
1R &HUWDLQ ([WHUQDO ,QYHVWPHQW3®RPYW NGGHIRWA SIXKHW LG ISD\G H/Q W
9DOXH VHFWLRQ EHORZ IRU IXUWKHU LQIRUPDWLRQ UHJDUGLQJ FRPPLQJO
UHSRUWHG DW DPRUWL]HG FRVW WKHUH DUH QR OLPLWDWLRQV RU UHVWUL

, QYHVWPHQWY 5HSRUWHG DW 1HW $VVHW 9DOXH

(IWHUQDOO\ 0DQDJHG ,QYHVWPHQWY 817 )RXQGDWLRQ DQG 817 +HDOWK )R
7KH 6\WVWHP UHFRUGV LWV XQLWL]HG SRUWLRQ RI LQYHVWPHQWY KHOG ZLW
1$9  $$XRXVW RI WKH 6\WWHP!V HIWHUQDOO\ PDQDJHG LQYHVW
JRXQGDWLRQ DQG WKH 817 +HDOWK )RXQGDWLRQ DV IROORZV

(IWHUQDOO\ 0ODQDJHG ,QYHVWPHQWY DW 1HW $VVHW 9DOXH
7DEOH
$XIXVW
UHTXHQF\ 5DQHAXHQF\ 50@WLFH 5DQRWLFH 5DQ8@IXQGHG
DSOS )pLU 9DOXH /RzQ 7 +LJS Q/RZ ° +LJK (i;%PSWPHQW
(TXLW\ )XQGV 'DLO\ 1% "D\ 1$
OXWXDO )XQGV 'DLO\ ‘DLO\ "D\ "D\
&RPPLQJOHG )XQGV 'DLO\ 4XDUWHUO\ 'D\ ‘D\V
3ULYDWH '"HEW (TXLW\ 18 1$ 1$ 18
OLVFHOODQHRXYV 1$ 1% 18 18
7RWDO

7H[DV 8QLYHUVLW\ )XQG
7KH 7H[DV 8QLYHUVLW\ )XQG #78)% ZDV FUHDWHG E\ WKH WK 7H[DV /HJ
-DQXDU\ DIWHU YRWHU DSSURYDO RI WKH FRQVWLWXWLRQDO DPHQG
GHGLFDWHG DSSURSULDWLRQV IURP WKH VWDWH!V (FRQRPLF 6WDELOL]DWL
DFDGHPLF WHDFKLQJ LOQVWLWXWLRQV LQFOXGLQJ 817 WR DFKKHYH)QDWLF
DGPLQLVWHUHG E\ WKH 7H[DV 7UHDVXU\ 6DIHNHHSLQJ 7UXVW &RPSDQ\ DQG
6\VWHP 7KH QHW SRVLWXBRRQVWI 78DBV RI Rl ZKLFK 817!V DOORFD
JRU ILVFDO WHKKHU6\VWHP!V VKDUH RI WKH 78) GLVWULEXWLRQ ZDV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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JRU WKH <HDU (QGHG $XJXVW

1RWH 6KRUW 7HUP '"HEW

&RPPHUFLDO 3DSHU

7KH 8QLYHUVLW\ RI 1RUWK 7H[DV %RDUG RI 5HJHQWYV DSSURYHG UHVROXWL
3DSHU 1RWHV WKDW PD\ EH RXWVWDQGLQJ6DR ®DYARQ N KMH LW WKRQFH RI 61
3DSHU 1RWHV PD\ QRW H[FHHG LQ DJJUHJDWH WKW BQ\L QLS DAOL IDHP R X QWK
FRPPHUFLDO SDSHU SURFHHGV PD\ EH XVHG IRU WKH SXUSRVH RI ILQDQFL
UHQHZ RU UHIXQG FRPPHUFLDO SDSHU QRWHV SULRU HQFXPEHUHG REO
&RPPHUFLDO SDSHU QRWHV PD\ QRW EH LVVXHG WR UHILQDQFH RU UHIXQG
WKH DSSURYDO Rl WKH 6\VWHP %RDUG RI 5HIHQWYV &RPPHUFLBRJIJSV®HU DF

LV DV IROORZV

&RPPHUFLDO 3DSHU
7TDEOH $
$XIXVW

6HSWHPEHU $GGLWLRQV5HGXFWLR@XJIXVW
6HULHYVY $ &RPPHUFLDO 3DSHU
6HULHYVY % &RPPHUFLDO 3DSHU
TRWDO &RPPHUFLDO 3DSHU

7KH RXWVWDQGLQJ EDODQF$XBX\VFRPPHEDVLDO SDSWUDRWDYHUDJH LQWHUHVW
$YHUDJH FRPPHUFLDO SDSHU PDWXU$WAXEXW L QD W B I URFIDED WHDM\KHHQE M @& H
ZLOO SURYLGH OLTXLGLW\ VIX®SSRHUWWHWRWG &RPPHUFLDO 3DSHU 1RWHV E\ XW
6\WWHP LQ OLHX RI RU LQ DGGLWLRQ WR EDQN OLTXLGLW\ VXSSRUW 7®&H
SUDFWLFH WKH 6\WWHP UROOV SD\V RIl DQG RU LVVXHV QHZ FRPPHUFLDO
WR EH XVHG DV LQWHULP IXQGLQJ XQWLO ORQJ WHUP ERQGYV DUH DSSURYH
UHWLUH WKH FRPPHUFLDO SDSHU GHEW 7KH FRPPHUFLDO SDSHU SURJUL
SOHGJHG DV FROODWHUDO RU WHUPV VSHFLILHG LQ GHEW DJUHHPHQW
UHODWHG FRQVHTXHQFHV LL WHUPLQDWLRQ HYHQWV ZLWK ILQDQFH UHOD

7KH 6\VWHP DGKHUHV WR WKH UHTXLUHPHQWYV RI WKH )HGHUDO 6HFXULWLH
SDSHU LVVXHV WR EH XVHG IRU ILQDQFLQJ IL[HG DVVHWY VXFK DV SODQW |
ZLWK ERQG FRXQVHO DQG LWV ILQDQFLDO DGYLVRU URXWLQHO\ GHWHUP L
SDSHU LV XVHG DV LQWHULP ILQDQFLQJ RQO\ DQG ZLOO EH SDLG RIlI DIWHU

'LUHFW %YRUURZLQJ 1RWHV DQG /RDQV 3D\DEOH
'LUHFW ERUURZLQJ QRWHYV DQG ORDQV SD\DEOH FRQVLVWYVY RI DPR&MWYV XV
IRWHRQJ 7THUP /UBELPRWHHWIRUPDWLRQ

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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JRU WKH <HDU (QGHG $XJXVW

1RWH /IRQJ 7THUP /LDELOLWLHV

&KDQJHV LQ /RQJ 7THUP /LDELOLWLHV
7KH IROORZLQJ FKDQJHV RFFXUUHG LQ ORQJ WMMIURPVAMDELOLWLHY GXULQJ W

/IRQJ 7THUP /LDELOLWLHV $FWLYLW\
7DEOH $
$XIXVW

$PRXQWYV 'XHPRXQWV |XH
6HSWHPEHU 5HVWDWHPHQMWSGLWLRQV5HGXFWLRG@XJIXVW :LWKLQ 2QH <HEHBUHDIWHU

%RQGV 3D\DEOH

5HYHQXH %RQGV 3D\DEOH

8QDPRUWL]HG 1HW 3UHPLXPV

"LUHFW 30DFHPHQW 5HYHQXH %RQGV 3D\DEOH
7RWDO 5HYHQXH %RQGV 3D\DEOH

‘LUHFW %RUURZLQJ 1RWHV DQG /RDQV 3D\DEOH
&ODLPV DQG -XGJPHQWYV

(PSOR\HHV &RPSHQVDEOH /HDYH

/HDVH 2EOLJDWLRQV

6XEVFULSWLRQ 2EOLJDWLRQV

$VVHW 5HWLUHPHQW 2EOLJDWLRQ

1HW 3HQVLRQ /LDELOLW\

1HW 23(% /LDELOLW\

2WKHU 1RQFXUUHQW /LDELOLWLHYV

7RWDO /RQJ 7HUP /LDELOLWLHV

5HYHQXH %RQGV 3D\DEOH
6FKHGXOHG SULQFLSDO DQG LQWHUHVW SD\PHQW V$ XRN VUM Y HDQMH DE/R RGO RYZ \

5HYHQXH %RQGV 3D\DEOH

7TDEOH %

$XIXVW
<HDU BULQFLSDO L, QWHUHVW 7TRWDO
7TRWDO

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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'LUHFW 30DFHPHQW 5HYHQXH %RQGV 3D\DEOH
BFKHGXOHG SULQFLSDO DQG LQWHUHVW SD\PHQWYV IRU GLUHF#X JSXO/MFHPHQ
DUH DV IROORZV

'LUHFW 30DFHPHQW 5HYHQXH %RQGV 3D\DEOH
7TDEOH &
$XIXVW
<HDU SULQFLSDO ,(QWHUHVW 7RWDO
7TRWDO

SVBEXIXVW WKH 6\VWHP KDG RXWVWDQGLQJ UHYHQXH ERQGV SD\DEBH IUI
GLUHFW SODFHPHQW UHYHQXH ERQGYV GR QRW KDYH H[LVWLQJ SURYLVLRQV
RBEXJIXVW WKH 6\VWHP KDV QR XQXVHG OLQHV RI FUHGLW 7KH 6HULHV

ORQJ DV WKLV ERQG LV RXWVWDQGLQJ LI WKH LVVXHU GHIDXOWYV LQ WKH V
WKLV ERQG VKDOO EHDU LQSVWHU B QW XPW XKML ODWKIFKR WLPH DV WKH SD\PHQW

7RWDO LQWHUHVW H[SHQVH DQG IZDNDWHBRDWHGE IRIU WHHI XMXWF D O 7\RI\W D OH Q
LQWHUHVW DQG ILVFDO FKDUJHV L®FIUUMG FOW WKH ILVEBROFXHEZDVHRIGWIGW

DQG IRU WKH DPRUWL]DWLRQ RI SUHPBXPWLXP®FONXNGMKRII G
UHIXQGLQJ LQ ILVFDO \HDU DQG GHIHUUHG LQIORZV DQG RXWIORZV RI
WRWDO LQWHUHVW H[SHQVH DQGRILYBDWHFKYWJIENYV SDLG IRU UHYHQXH ER
UHYHQXH ERQGYV

)XQGV $YDLODEOH IRU '"HEW 6HUYLFH

*$6% 6WDWHPH@WHW® DQG 30HGJHV RI 5SHFHLYDEOHY DQG )XWXUH 5HYHQXF
JXWXUH 5DV HQRHYGHG PDNHV D EDVLF GLVWLQFWLRQ EHWZHHQ WKH VDOH
SOHGJLQJ RI UHFHLYDEOHV RU IXWXUH UHYHQXHV WR UHSD\ D ERUURZLQJ |

7RWDO SOHGJHG UHYHQXHV FRQVLVW RI DYDLODEOH SOHGJHG UHYHQXHV
6\WWHP #5)6$ WKH 6WXGHQW 8QLRQ )HH SOHGJHG JHQHUDO WXLWLRQ Zk
IXQGV KHOG IRU SD\PHQW RI GHEW VHUYLFH ,Q DGGLWLRQ WR FXUUHQW \F
EDODQFHV UHPDLQLQJ DW \HDU HQG DUH DYDLODEOH IRU SD\PHQW RI WKH
EH LQFOXGHG LQ WRWDO SOHGJHG UHYHQXHV 7KH IROORZLQJ WDEOH SUF
UHYHQXH ERQGYV

3OHGJHG )XWXUH 5HYHQXH
7DEOH
$XIXVW

'LUHFW 30ODFHPHQW
S5HYHQXH %RQGWYHQXH %YRQGV

30HGJHG 5HYHQXH 5HTXLUHG IRU )XWXUH
3ULQFLSDO DQG ,QWHUHVW RQ ([LVWLQJ 'HEW

7HUP Rl &RPPLWPHQW <HDU (QGLQJ
3HUFHQWDJH Rl 30HGJHG 5HYHQXH
&XUUHQW <HDU 30HGJHG 5HYHQXH
&XUUHQW <HDU 3ULQFLSDO DQG ,QWHUHVW 3DLG

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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'LUHFW %RUURZLQJ 1RWHV DQG /RDQV 3D\DEOH

'LUHFW ERUURZLQJ QRWHV DQG ORDQV SD\DEOH FRQVLVWYV RI DPRXQWV X
BFKHGXOHG SULQFLSDO DQG LQWHUHVW SD\PHQWYV IRU GLUSIFIKEWUURZLQJ
DUH DV IROORZV

"LUHFW %RUURZLQJ 1RWHV DQG /RDQV|(3D\DEOH
7DEOH (
$XIXVW

<HDU 3ULQFLSDO ,QWHUHVW 7RWDO

7RWDO

&ODLPV DQG -XGJPHQWYV

$V BRXIXVW WKH &ODLPV DQG -XGJPHQWYV OLDELOLW\ DFFUXDO LV FRPSULYV

DVVRFLDWHG ZLWK 817+ $FFRUGLQJ WR DXWKRULWDWLYH *$6% JXLGDQFH

ORVV LV SUREDEOH DQG WKH DPRXQW RR VOHR&R/QWL Q HDYRLGDVE O QIEQ/ENRAPHRLL BACHH
5LVN ODQDJHRRHPRWH LQIRUPDWLRQ RQ WKH FODLPV DQG MXGJPHQWYV DJD

(PSOR\HHV! &RPSHQVDEOH /HDYH

(I'HFWLYH IRU ILVFDO \HDU WKH 6\VWHP LER®HIRg QDWW G G*7SHEN HOAVIEND HEFDH
UHTXLUHYV IRU OHDYH EHQHILWY WKDW DUH HDUQHG DWWULEXWDEOH WR VI
SDLG 7KH QHW FKDQJH LQ WKH FRPSHQVDWHG DEVHQFHY OLDELOLW\ IRU I
FDOFXODWHG XVLQJ FXUUHQW SD\ UDWHV DV RI WKH ILQDQFLDO VWDWHPHQ

/HDVH 2EOLJDWLRQV DQG 6XEVFULSWLRQ 2EOLJDWLRQV
6HHRWHHDVHY DQCREYPREH LQIRUPDWLRQ RQ ULJKW WR XVH REOLJDWLRQV

$VVHW 5HWLUHPHQW 2EOLJDWLRQ

$V RKIXVW WKH 6\VWHP KHOG WZR UDGLRDFWLYH PDWHULDO OLFHQVHV D
HVWLPDWHG UHPDLQLQJ XVHIXO OLIH RI WKH DRYWKVD DRRED WO J UHY IS HAFDAE
/ILFHQVLQJ RI 5DGLRDFWLYH ODWHULDOV LV UHJXODWHG E\ WKH 6WDWH RI 7
3buUw SDGLDWLRQ &RQWURO 6XESDUW /ILFHQVLQJ RI 5DGLRDFWLYH O
XVLQJ EHVW HVWLPDWH FXUUHQW YDOXH EDVHG RQ VHWWOHPHQW DPRXQW
Rl UHVRXUFHV DQG D QRQFXUUHQW OLDELOLW\ 7KH 6\VWHP ZLOO DVVHV)\
FKDQJHV LQ FXUUHQW YDOXH DQG PDNH DOO QHFHVVDU\ DGMXVWPHQWYV &!
HISHQGLWXUHY WR UHWLUH WKH DVVHW ,Q DFFRUGDQFH ZLWK 7H[DV $GPLC
5XOH F WKH 6\WVWHP LV H[HPSWHG IURP SRVWLQJ WKH ILQDQFLDO
IXQGHG DFDGHPLF IDFLOLW\ DFWLYHO\ ZRUNLQJ WR UHGXFH WKH DPRXQW R

1HW 3HQVLRQ /LDELOLW\
6HHRWHXPPDU\ Rl 6LJQLILFDQW [ RBRXHMHWIL@H G3 BMIFHIHLW 3HQVLRQ 30DQ DQC
30DRU PRUH LQIRUPDWLRQ RQ WKH 1HW 3HQVLRQ /LDELOLW\

I1HW 23(% /LDELOLW\
6HHRWHXPPDU\ RI 6LIJQLILFDQW HEFRWBRVYHBRORFRHYW %HQHILWRU2ZWKHL
PRUH LQIRUPDWLRQ RQ WKH 1HW 23(% /LDELOLW\

2WKHU 1RQFXUUHQW /LDELOLWLHYV

7KH 6\VWHP UHSRUWHG EDODQFHV LQ 2WKHU URIQ@QPXWHGE QWR /R KHQL WYLBIEKLD
ZLQG GRZQ RI WKH 3HUNLQV /RDQ 3URJUDP 6SHFLILFDOO\ WKH IHGHUDO °
OLTXLG FDSLWDO RI WKH 3HUNLQV /RDQ 3URJUDP ZDV UHFRUGHG DV DQ RWk

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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JRU WKH <HDU (QGHG $XJXVW

1RWH %WRQGHG  QGHEWHGQHVYV

$SVEXIXVW WKH 6\WVWHP KDG UHYHQXH ERQGV SULQFI536 G HREW \L W DWHGXQH €
SD\DEOH IURP SOHGJHG UHYHQXHV DV GHILQHG LQ WKH ODVWHU 5HVROXWL
ODZIXOO\ DYDLODEOH UHYHQXHV IXQGV DQG EDODQFHV ZLWK FHUWDL
LQGHEWHGQHVV LVVXHG XQGHU WKH ODVWHU 5HVROXWLRQ DV VHW IRUWK E
RXWVWDQG&XDIVIW RUV VXPPDUL]JHG LQ WKH WDEOH EHORZ

%RQGHG ,QGHEWHGQHVYV
7DEOH $
$SXIXVW
7RWDO 3ULQFLSDO
%RQG 3XUSRVH ,VVXH 'DWQWHUHVW 5HRRKOQW ,VVXKO/VWDJGLQJ

3XEOLF 21IHULQJV

7R SURYLGH IXQGV IRU WKH SXUSRVHV RI UHIXQGLQJ 5HYHQXH )LQDQFLQJ 6\VWHP

%RQGV 6HULHV 3ULYDWH 30DFHPHQW $UUDQJHPHQW IRU UHIXQGLQJ D
5)6 5HIXQGISRUWLRQ RI WKH FRPPHUFLDO SDSHU QRWHY DQG SURYLGH IXQGLQJ IRU

%RQGV 6HWRDNVNWUXFWLQJ DQG HTXLSSLQJ EXLOGLQJV DQG SD\LQJ FHUWDLQ FRVWV RI LVVXLQJ
$ WKH ERQGV

7R SURYLGH IXQGV IRU WKH SXUSRVHV RI UHIXQGLQJ 5HYHQXH )LQDQFLQJ 6\VWHP

5)6 5SHIXQGI#RQGYV 6HULHV SBULYDWH 30DFHPHQW $UUDQJHPHQW IRU UHIXQGLQJ D
%RQGV 6HWBIRHMWLRQ RI WKH FRPPHUFLDO SDSHU QRWHV SURYLGH IXQGLQJ IRU FRQVWUXFWLQJ
% DQG HTXLSSLQJ EXLOGLQJV DQG SD\LQJ FHUWDLQ FRVWYV RI LVVXLQJ WKH ERQGYV

7R SURYLGH IXQGV IRU WKH SXUSRVHV Rl UHIXQGLQJ D SRUWLRQ RI WKH 5HYHQXH
5)6 5HIXQGLOQQDQFLQJ 6\VWHP %RQGY 6HULHV $ D SRUWLRQ RI WKH RXWVWDQGLQJ
%RQGV B6HWRPPHUFLDO SDSHU QRWHV IRU FRQVWUXFWLQJ LPSURYLQJ UHQRYDWLQJ DQG
$ HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWV RI LVVXLQJ WKH ERQGYV

7R SURYLGH IXQGV IRU WKH SXUSRVHV Rl UHIXQGLQJ D SRUWLRQ RI WKH 5HYHQXH
5)6 5HIXQGLOQQDQFLQJ 6\VWHP %RQGY 6HULHV $ D SRUWLRQ RI WKH RXWVWDQGLQJ
%RQGV B6HWRPPHUFLDO SDSHU QRWHV IRU FRQVWUXFWLQJ LPSURYLQJ UHQRYDWLQJ DQG
% HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWV RI LVVXLQJ WKH ERQGYV

5)6 5HIXQGIZ®ISURYLGH IXQGV IRU WKH SXUSRVHV RI FRQVWUXFWLQJ LPSURYLQJ UHQRYDWLQJ
%RQGV 6HWQE HTXLSSLQJ SURSHUW\ UHIXQGLQJ D SRUWLRQ RI WKH RXWVWDQGLQJ
$ FRPPHUFLDO SDSHU QRWHV DQG SD\LQJ FHUWDLQ FRVWV RI LVVXLQJ WKH ERQGV

5)6 SHIXQGIZ®ISURYLGH IXQGV IRU WKH SXUSRVHV RI FRQVWUXFWLQJ LPSURYLQJ UHQRYDWLQJ
%RQGV 6HWMHE HTXLSSLQJ SURSHUW\ UHIXQGLQJ D SRUWLRQ RI WKH RXWVWDQGLQJ

% FRPPHUFLDO SDSHU QRWHV DQG SD\LQJ FHUWDLQ FRVWV RI LVVXLQJ WKH ERQGV
7R SURYLGH IXQGV IRU WKH SXUSRVHV Rl UHIXQGLQJ D SRUWLRQ RI WKH 5HYHQXH
5)6 5HIXQGLOQQDQFLQJ 6\VWHP %RQGY 6HULHV DQG & IRU FRQVWUXFWLQJ

%RQGV B6HUWPHMWRYLQJ UHQRYDWLQJ DQG HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWYV
$ RI LVVXLQJ WKH ERQGYV

7R SURYLGH IXQGV IRU WKH SXUSRVHV RI UHIXQGLQJ D SRUWLRQ RI WKH 5HYHQXH
JLQDQFLQJ 6\WVWHP %RQGV 6HULHV $ DQG % D SRUWLRQ RI WKH
5)6 5HIXQGIRXWVWDQGLQJ FRPPHUFLDO SDSHU QRWHV IRU FRQVWUXFWLQJ LPSURYLQJ
%RQGYV 6HWHYRYDWLQJ DQG HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWV RI LVVXLQJ
% WKH ERQGV

7R SURYLGH IXQGV IRU WKH SXUSRVHV RI UHIXQGLQJ D SRUWLRQ RI WKH
5)6 5HIXQGIRXWVWDQGLQJ FRPPHUFLDO SDSHU QRWHV IRU FRQVWUXFWLQJ LPSURYLQJ
%RQGV 6HUWHQYRYDWLQJ DQG HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWYV RI LVVXLQJ
WKH ERQGV

7R SURYLGH IXQGV IRU WKH SXUSRVHV Rl UHIXQGLQJ D SRUWLRQ RI WKH 5HYHQXH
JLOQDQFLQJ 6\VWHP %RQGV 6HULHV $ IRU WKH SXUSRVHV Rl UHIXQGLQJ D
5)6 5HIXQGISRUWLRQ Rl WKH RXWVWDQGLQJ FRPPHUFLDO SDSHU QRWHV IRU FRQVWUXFWLQJ
%RQGV 6HUWIPHWRYLQJ UHQRYDWLQJ DQG HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWYV
$ RI LVVXLQJ WKH ERQGYV

7R SURYLGH IXQGV IRU WKH SXUSRVHV RI UHIXQGLQJ D SRUWLRQ RI WKH
5)6 5HIXQGIRXWVWDQGLQJ FRPPHUFLDO SDSHU QRWHV IRU FRQVWUXFWLQJ LPSURYLQJ
%RQGV B6HUWIHMHHYRYDWLQJ DQG HTXLSSLQJ SURSHUW\ DQG SD\LQJ FHUWDLQ FRVWYV RI LVVXLQJ
% WKH ERQGV

7RWDO 3XEOLF 2IIHULQJV

'LUHFW %RUURZLQJV

5)6 5HIXQGIZ®ISURYLGH IXQGV IRU WKH SXUSRVHV Rl UHIXQGLQJ D SRUWLRQ RI WKH 5HYHQXH
%RQGV 6HULADVQFLQJ 6\VWHP %YRQGV 6HULHV DQG SD\LQJ FHUWDLQ FRVWYV RI LVVXLQJ
WKH ERQGV

7TRWDO 'LUHFW 30DFHPHQWYV
7TRWDO %RQGHG ,QGHEWHGQHVV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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(DUO\ ([WLQJIJXLVKPHQWYV LQ

7KH
$

by

a

@ D

-

6\VWHP UHIXQGHGRI WKH 5)6 5HIXQGLQJ 6HULHYV $ ERQGV ZLWK WK

5)6 5HIXQGLQJ %RQGV B6HULHYV $ ZDV LVVXHG RQIOWKH 5)6 6WR LHM X
ERQGVY LVVXH QHZ PRQH\ SURFHHGV DQG SD\ FHUWDLQ FRVWV RI LVV)
6HULHV $ %RQGV ZHUH LVVXHG DWORGSBRLXPORXH RI

1HW SURFHHGV RI DIWHU SD\PHQW RI LQ LVVXDQ
XVHG WR SXUFKDVH 8 6 *RYHUQPHQW 6HFXULWLHV 7KH SURFHHGV DQ
DQ HVFURZ DJHQW WR SURYLGH IXWXUH GHEW SD\PHQWYVY RQ WKH $ I
5HIXQGLQJ WKH 6HULHV $ ERQG ZLWK WKH 6HULHV $ ERQG UHGX
WKH QH[W \HDUV E\ DSSUR[LPDWHO\

(FRQRPLF JDLQ RI LV WKH GLIIHUHQFH EHWZHHQ WKH QHW SUHVHQW Y
SD\PHQWYV ,Q DGGLWLRQ WKH GHIBV UG HDPRK® WQRORZV IURP WKH 6H
WKH UHIXQGLQJ
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JRU WKH <HDU (QGHG $XJXVW

1RWH /IHDVHVY DQG 6%,7%V

7KH 6\VWHP KDV HQWHUHG LQWR DJUHHPHQWY WR OHDVH DV OHVVHH FHU
LPSURYHPHQWY DQG HTXLSPHQW 7KH DJUHHPHQWY WR OHDVH TXDOLI\ DV

/HDVHQG WKHUHIRUH KDYH EHHQ UHFRUGHG DW WKH SUHVHQW YDOXH R
WKHLU LQFHSWLRQ

7KH DJUHHPHQWVY WR OHDVH WHUPV ZLOO H[®LUHWKH WDRWRXV OHDVN S\D

FRPSULVHG Rl SULQFLSDO DQIQWHUHVW H[SHQVH 7KH OHDVH O
EDVHG XSRQ WKH LQFUHPHQWDO ERUURZLQJ UDWH DV RI WKH FRQWUDFW V\
WKH TXDUWHUO\ DYHUDJH Rl 7JUHDVXU\ &RQVWDQW ODWXULWLHYV DV UHSRU
WKH XVH Rl WKH XQGHUO\LQJ DVVHW DUH QRW LQFOXGHG LQ WKH OHDVH O
\HDU H®GKEW  WKHUH ZHUH QR YDULDEOH SD\PHQWVY 7KHUH ZHUH QR UH\
DIJUHHPHR®XIXV$W DV D UHVXOW RI WKH DJUHHPHQWY WR OHDVH WKH 6\VW
EDODQFH RLOOD®® PLOOU@R@PFFXPXODWHG DPRUWL]DWLRQ HPIGAQDRQHD QF
GHWDLOHG LQIRUPDWLRQ UHJDUGLQJ WIKRHW6&DE HW DO BVIVWAVDBVVHWYV LV SUR

7TKH IXWXUH PLQLPXP OHDVH SD\PHQWVY XQGHU QRQ FDQFHODEOH OHDVHYV
$XIXVW DUH DV IROORZV

5LJKW WR 8VH /HDVH )XWXUH 2EOLJDWLRQV
7TDEOH $
$XIXVW

7TRWDO )XW|XUH 0OLQ
JLVFDO <HDWULQFLSDO  QWHUHVWHDVH 3D\HHQWYV

7TRWDO

,Q DGGLWLRQ WKH 6\VWHP KDV HQWHUHG LQWR DJUHHPHQWY WR OHDVH D
SDUWLHYV 7KH DJUHHPHQWYV WR OHDVH WHUPV , QL O OWHKI[F MWRIWLDD YWLU IKRAX W
LQFRPH ZDV FRPSULVHG RI SULQFLSDO DQGQWHUHVW LQFRPH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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7KH SD\PHQWYV WR EH UHFHLYHG XQGHU QRQ FDQFHODEOH CGHKDXWYW KDYLQJ
DUH DV IROORZV

5LJKW WR 8VH /HDVH )XWXUH ,QFRPH
7TDEOH %
$XIXVW

TRWDO )XW|XUH 0OLQ
J)LVFDO <HDWULQFLSDO ,QWHUHVW/HDVH ,QFRPH

7TRWDO

7KH 6\VWHP KDV HQWHUHG LQWR 6%,7%$V IRU WKH ULJKW WR XVH H[WHUQDO
LQIUDVWUXFWXUH 7KHVH DJUHHPHQWY TXDOLI\ DV RWKHU WKDQ VKRUW WtF

6XEVFULSWLRQ %DVHG ,QIRUPDWLR®&HUHRRQRO R\ USUKWQ WP HOQMYV VXEV
FRUUHVSRQGLQJ VXEVFULSWLRQ OLDELOLW\ KDYH EHHQ UHFRUGHG DW WKH

7TKHVH DJUHHPHQWY ZLOO H[SLUH LQ YDWKRXWRWDOVVWEVRXUJEWLRQ SD\PHC
FRPSULVHG RI SULQFLSDO DQEQWHUHVW H[SHQVH 7KH VXEVFULSWLRQ (
XSRQ WKH LQFUHPHQWDO ERUURZLQJ UDWH DV RI WKH FRQWUDFW VWDUW
TXDUWHUO\ DYHUDJH RI 7TUHDVXU\ &RQVWDQW ODWXULWLHY DV UHSRUWHG |
LQ VXEVWDQFH DUH QRW LQFOXGHG LQ WKH PHDVXUHPHQW XRIXWWH VXEVFU
WKHUH ZHUH QR YDULDEOH SD\PHQWY 7KHUH ZHUH QR FKDQJHV LQ WKH PD
IRU WKH ILVFDBXAXWVW HODQBGOGNKXYV QR LPSDLUPHQW ORVV WR GLVFORVH

$WXIXVW DV D UHVXOW RI WKHVH DJUHHPHQWY WKH 6\WWHP UHFRUGHG L
EDODQFH RIOCIL®® PLOOLROQFFXPXODWHG DPRUWL]DWLRQ HPGQQODREHD QK
GHWDLOHG LQIRUPDWLRQ UHJDUGLQJ WKH 6\VWHP1R W B.IK WIRO XA M WE/V F U |

7TKH IXWXUH PLQLPXP OHDVH SD\PHQWY UHPDLQLQJ XQGHU QRQ FDQFHODEO
DV RAHIXVW DUH DV IROORZV

5LJKW WR 8VH 6 XEVFULSWLRQ )XWXUH 2EOLJDWLRQV
7TDEOH &
$XIXVW

7TRWDO )XW XUH 0OLQ
JLVFDO <HDWBULQFLSDO ,QWHUHVW 3D\PHQWV

7TRWDO
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JRU WKH <HDU (QGHG $XJXVW

1RWH 'HILQHG %HQHILW 3HQVLRQ 30DQ DQG 'HILQHG &RQWUL

7HDFKHU 5HWLUHPHQW 6\VWHP

30DQ 'HVFULSWLRQ

7KH 6WDWH KDV MRLQW FRQWULEXWRU\ UHWLUHPHQW SODQV IRU WKH PDM
6\WVWHP SDUWLFLSDWHV LV WKH 756 30DQ 7KH 756 30DQ LV D FRVW VKDUL¢
VSHFLDO IXQGLQJ VLWXDWLRQ DGPLQLVWHUHG E\ 756 7KH 756 30DQ LV HV
&RQVWLWXWLRQ $UWLFOH ;9, 6HFWLRQ DQG 7H[DV *RYHUQPHQW &RGH 7
XQGHU 6HFWLRQ D RI WKH ,QWHUQDO 5HYHQXH &RGH 7KH /HIJLVODWXUF
FRQWULEXWLRQ UDWHV ZLWKLQ WKH JXLGHOLQHV RI WKH 7H[DV &RQVWLW
DXWKRULW\ WR HVYWDEOLVK RU DPHQG EHQHILW WHUPV

7KH HPSOR\HUV LQ WKH 756 30DQ LQFOXGH WKH VWDWH RI 7H[DV 756 WKH
VFKRROV DQG FRPPXQLW\ DQG MXQLRU FROOHJHV $00 HPSOR\HHV RI SXE
DUH HPSOR\HG IRU RQH KDOI RU PRUH RI WKH VWDQGDUG ZRUNORDG D
*RYHUQPHQW &RGH 7LWOH 6HFWLRQ DUH FRYHUHG E\ WKH 756 30L
XQLYHUVLWLHY DQG PHGLFDO VFKRROV DUH PHPEHUV RI WKH 756 30DQ

'HWDLOHG LQIRUPDWLRQ DERXW WKH 756 30DQ!V ILGXFLDU\ QHW SRVLWLF
ILQDQFLDO VWDWHPHQWY DQG UHTXLUHG VXSSOHPHQWDU\ LQIRUPDWLRQ 7
5LYHU 6WUHHW $XVWLQ 7;

%HQHILWY 3URYLGHG

7KH 756 30DQ SURYLGHYV UHWLUHPHQW GLVDELOLW\ DQQXLWLHY DQG GHD'
EDVHG RQ PHPEHUV! DYHUDJH DQQXDO FRPSHQVDWLRQ DQG \HDUV RI VHUY
Rl WKH ILYH KLIJKHVW DQQXDO VDODULHY PXOWLSOLHG E\ \HDUV RI VHUYLF
EHIRUH $XJXVW DQG PHHW FHUWDLQ FULWHULD WKH VWDQGDUG DQQ
VDODULHY 7KH SODQ GRHV QRW SURYLGH DXWRPDWLF SRVW HPSOR\PHQ!
DGMXVWPHQWYV #&2/$V$ $G KRF SRVW HPSOR\PHQW EHQHILW FKDQJHV
/HILVODWXUH

$00 6\VWHP SHUVRQQHO ZRUNLQJ RQ D KDOIl WLPH RU JUHDWHU EDVLV WKD
PHPEHUVKLS LQ WKH 756 30DQ +RZHYHU VWXGHQWYV HPSOR\HG LQ SRVL)\
HPSOR\PHQW GR QRW SDUWLFLSDWH OHPEHUV ZLWK DW OHDVW ILYH \HDU\
EHQHILWY DW DJH RU SURYLGHG WKH\ KDYH D FRPELQDWLRQ RI DJH SOXYV
ZKR EHIJDQ SDUWLFLSDWLRQ LQ WKH 756 30DQ RQ RU DIWHU 6HSWHPEHU

YHVWHG LQ WKH 756 30DQ RQ $XJIXVW PXVW EH DJH WR UHWLUH X
DIWHU ILYH \HDUV Rl VHUYLFH DQG DUH HQWLWOHG WR DQ\ UHGXFHG EHQI
SULRU WR PHHWLQJ WKH HOLJLELOLW\ UHTXLUHPHQWY IRU XQUHGXFHG EH:
FUHGLW RU HDUOLHU WKDQ ZLWK \HDUV Rl VHUYLFH FUHGLW 7TKHUH O
WKH PHPEHU!V DJH DQG \HDUV RI VHUYLFH FUHGLW WRWDO DW OHDVW E’
RI HPSOR\PHQW RU LI WKH PHPEHU ZDV JUDQGIDWKHUHG LQ XQGHU D SUHY

&RQWULEXWLRQV

&RQWULEXWLRQ UHTXLUHPHQWY DUH HVWDEOLVKHG RU DPHQGHG SXUVXDQ
UHTXLUHV WKH /HJLVODWXUH WR HVWDEOLVK D PHPEHU FRQWULEXWLRQ
FRPSHQVDWLRQ DQG D VWDWH FRQWULEXWLRQ UDWH RI QRW OHVV WKDQ
FRPSHQVDWLRQ SDLG WR PHPEHUV RI WKH 6\WWHP GXULQJ WKH \HDU 7H[D"
LPSURYHPHQWY LI DV D UHVXOW Rl WKH SDUWLFXODU DFWLRQ WKH WLPH
EH LQFUHDVHG WR D SHULRG WKDW H[FHHGV \HDUV RU LI WKH DPRUWL]D
LQFUHDVHG E\ VXFK DFWLRQ

'XULQJ WKH PHDVXUHPHQW ISWBED®BSRUWLQJ WKH DPRXQW RI WKH 6\WWHP!V
WKH SODQ zZDV 7KH FRQWULEXWLRQ UDWHV DUH EDVHG RQ D SHUFHQWDJH
PHPEHU &RQWULEXWLRQV E\RHPIURRAWHND ZAUGJIV GXULQJ WKH PHEIHMVXWIHPH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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XSRQ WKH VRXUFH Rl IXQGLQJ IRU WKH HPSOR\HH!V FRPSHQVDWLRQ WK}
SDUWLFLSDQW VDORUIDHMQWRW  BPRPQBHQVDWLRQ IRU WKH PHDVXUHPHQW SHU|

3HQVLRQ /LDELOLWLHYV 3HQVLRQ ([SHQVH 'HIHUUHG 2XWIORZV RI 5H
5HODWHG WR 3HQVLRQV

7KH SHQVLRQ SODQ!V ILGXFLDU\ QHW SRVLWLRQ LV GHWHUPLQHG XVLQJ HF
RI DFFRXQWLQJ ZKLFK LV WKH VDPH EDVLV XVHG E\ 756 %HQHILWVY DQG |
SD\DEOH LQ DFFRUGDQFH ZLWK WKH WHUPV RI WKH SODQ ,QYHVWPHQWYV
PHDVXUHPHQW QRW DQ HQWLW\ VSHFLILF PHDVXUHPHQW 756 XWLOL]JHV Rt
WR PHDVXUH IDLU YDOXH WKH PDUNHW DSSURDFK WRKWHF&N W DR®SHER DG KR L
WKH SODQ!V LQYHVWPHQW SROLF\ DVVHWV DQG ILGXFLDU\ Q$Q\Q SRV LW
&RPSUHKHQVLYH )LOQDQFLDO 5HSRUW

$VBXIXVW WKH 6\WWHP UHSRUWHG D OLURBLDWW\SRIRSRUWLRQDWH VKDUH
SHQVLRQ OLDELOLW\ RI WKH 756 30DQ 7KH FROGKBWLWH QW KH SHRQADL\RXQU B R E
GDWB®G WKH WRWDO SHQVLRQ OLDELOLW\ XVHG WR FDOFXODWH WKH QHW
RI WKDW GDWH 7KH 6\WWHP!V SURSRUWLRQ Rl WKH FROOHFWLYH QHW SHQ'
ZKLFK ZDV D GHFUHDVH RURP WKH PHDVXUHG DW WKH SULRU PHDVX
6\WWHP!V SURSRUWLRQDWH VKDUH ZDV EDVHG RQ LWV FRQWULEXWLRQV WF
UHODWLYH WR WKH FRQWULEXWLRQV RI DOO HPSOR\HUV DQG QRQ HPSOR
BHSWHPEHUWKURBXJXVW WKH #PHDVXUHPXQW) 5 MMKHR G$HDVXUHPHQW SHULR
WKH 6\WWHP!V FRQWULEXWLRQV UHSRUWH®GKIE\ 6WHONV H!W D SUHR IBYWLRQD W F
FRQWULEXWLRQV ZDWKH DPRXQW Rl QHW SHQVLRQ OLDELOLW\ UHODWHG W

7KH DPRXQW UHSRUWHG E\ WKH VWDWH LV UHODWHG WR RQ EH}
DSSURSULDWLRQ JHQHUDO UHYHQXH RQ WKH 6\WWHP!V ILQDQFLDO VWDWFE
DPRXQWV WR 756 RQ WKH 6\VWHP!V EHKDOI

YRU WKH ILVFDSXJIKDW HQWKIE 6\WVWHP UHFRJQLJRIG SHQVLR GHAPSKH/QW H
WKH 6\WWHP UHSRUWHG GHIHUUHG RXWIORZV RI UHVRXUFHV DQG GHIHUU
IROORZLQJ VRXUFHYV

'HIHUUHG 2XWIORZV ,QIORZV RI SHVRXUFHV
7TDEOH $ 756 30DQ
$XIXVW

'HIHUUHG 2XWHORIAWWHG ,QIORZV RI
RI S HVRXUFHV5HVRXUFHV

&RQWULEXWLRQV VXEVHTXHQW WR WKH PHDVXUHPHQW GDWH
&KDQJHV RI DVVXPSWLRQV

'"LIIHUHQFH EHWZHHQ H[SHFWHG DQG DFWXDO H[SHULHQFH
&KDQJH LQ SURSRUWLRQ DQG FRQWULEXWLRQ GLIIHUHQFH
1HW GLIIHUHQFH EHWZHHQ SURMHFWHG DQG DFWXDO LQYHVWPHQW UHW
7RWDO

7KH UHSRUWHG DV GHIHUUHG RXWIORZV RI UHVRXUFHV UHVXOW
PHDVXUHPHQW GDWH ZLOO EH UHFRJQL]JHG DV D UHGXFWLRQ LQ WKH QHW S

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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$PRXQWV UHSRUWHG DV GHIHUUHG RXWIORZV Rl UHVRXUFHV DQG GHIHUL
UHFRJQL]HG LQ SHQVLRQ H[SHQVH DV IROORZV

$PRUWL]DWLRQ ,PSDFW R| 'HIHUUHG 2XWIORZV
,QIORZV RI 5HVRXUFHV RQ 3HQVLRQ ([SHQVH
7DEOH % 756 30DQ
$XIXVW

<HDU ([SHQVH

7RWDO

$FWXDULDO $VVXPSWLRQV
7KH WRWDO SHQVLRQ OLDELOLW\ LV GHWHUPLQHG E\ DQ DQQXDO DFWXDUL
DQG DVVXPSWLRQV XVHG WR PHDVXUH®NNBEKXVWRWDHDSKQNPRQVD IGDEAB LW\ DV

$FWXDULDO OHWKRGY DQG $VVXPSWLRQV
7DEOH & 756 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJXVW

$FWXDULDO OHWKRGV DQG BEVIBEBQYLRQV
$FWXDULDO 9DOXDWLRQ 'D$WHIXVW UROOHG IRUZDU[G WR $XJXVW
$FWXDULDO &RVW OHWKRG,QGLYLGXDO (QWU\ $JH 1RUPDD
$PRUWL]DWLRQ OHWKRG /HYHO 3HUFHQWDJH RI 3D\URO|O )ORDWLQJ
$VVHW 9DOXDWLRQ OHWKRG@GDLU 9DOXH
$FWXDULDO $VVXPSWLRQV

'LVFRXQW 5DWH

/IRQJ WHUP ([SHFWHG 5DWH RI 5HWXUQ

OXQLFLSDO %RQG 5DWH

,QIODWLRQ

6DODU\ ,QFUHDVH WR LQFOXGLQJ LQIODWLRQ

ORUWDOLW\

38% ORUWDOLW\ 7DEOHV IR|[U 7THDFKHUYV
PHGLDQ ZLWK IXOO0O JHQHUDWIRQDO PRUWI

756 +HDOWK\ SBHQVLRQHU ORUWDOLW\ 7I
IXOO JHQHUDWLRQDO SURMHFWLRQ XVLQJ

$G +RF 3RVW (PSOR\PHQWI1RB@®HILW &KDQJHV

$FWLYH

3RVW 5HWLUHPHQW

7KH VRXUFH IRU WKH PXQLFLSDO ERQG UDWH LV WKH %RQG % X\HUYV ,QGH
JHQHUDO REOLJDWLRQ ERQGV PDWXULQJ LQ \HDUV EDVHG RQ D VXUYH\
WKH UDWH FORVHVW WR EXW QRW ODWHU WKDQ WKH PHDVXUHPHQW

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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7KH DFWXDULDO YDOXDWLRQ ZDV SHUIRUPHG DV Rl $XJXVW 8SGDW
SHQVLRQ OLDELOLW\ WR $XJXVW 7KH DFWXDULDO DVVXPSWLRQV XVF
DQ DFWXDULDO H[SHULHQFH VWXG\ IRU WKH IRXU \HDU SHULRG HQGHG $X
DVVXPSWLRQV DQG PHWKRGY DUH WKH VDPH DV XVHG LQ WKH GHWHUPLQDW

6WDWH ODZ UHTXLUHV WKH SODQ WR EH DFWXDULDOO\ VRXQG LQ RUGHU IR
VXSSOHPHQWDO SD\PHQW WR UHWLUHHV 7KH SHQVLRQ EHFDPH DFWXDULD
DSSURYHG WKH 756 3HQVLRQ 5HIRUP %LOO 6% WKDW SURYLGHG JUDGXI
HPSOR\HUV DQG DFWLYH HPSOR\HHV IRU WKH ILVFDO \HDUV WKURXJK
6HOQDWH %LOO 6% DQG +RXVH -RLQW 5HVROXWLRQ +-5 WR SURYLGH |
&21%

7KH VWLSHQG ZDV SDLG LQ 6HSWHPEHU WR DQQXLWDQWYV ZKR PHW WKt

( 2QH WLPH VWLSHQG RI WR HOLJLEOH DQQXLWDQWY \HDUV RI DJt
( 2QH WLPH VWLSHQG RI WR HOLJLEOH DQQXLWDQWYV DJH  WR

7KH &2/$ ZKLFK QHHGHG DQG UHFHLYHG YRWHU DSSURYDO ZDV DSSOLH
-DQXDU\ SD\PHQW 7KH &2/$ ZzZDV EDVHG RQ UHWLUHPHQW GDWH

( &2/$ IRU HOLJLEOH UHWLUHHYV ZKR UHWLUHG EHWZHHQ 6HSWHPEHU

( &2/$ IRU HOLJLEOH UHWLUHHYV ZKR UHWLUHG EHWZHHQ 6HSWHPEHU

( &2/$ IRU HOLJLEOH UHWLUHHYVY ZKR UHWLUHG RQ RU EHIRUH $XJXVW

2WKHUZLVH WKHUH KDYH EHHQ QR FKDQJHV WR WKH EHQHILW SURYLVLRQV
WLPLQJ RI WKH RQH WLPH VWLSHQG DQG DG KRF &2/$ WKH OHJLVODWLRQ

DFWXDULDO YDOXDWLRQ 8QGHU WKH UROO IRUZDUG PHWKRG DQ DGMXVWF
OLDELOLWLHV IRU WKH FXUUHQW PHDVXUHPHQW \HDU $XJXVW 6 %

5HJXODU /HILVODWLYH 6HVVLRQ DSSURSULDWHG SD\PHQWYV RI ELOOLRH
DSSURSULDWLRQ LV WUHDWHG DV D VXSSOHPHQWDO FRQWULEXWLRQ DQG L
IXQGV IRU WKLY RQH WLPH VWLSHQG DQG &2/$ WKHUH ZDV QR LPSDFW RQ V

7KH GLVFRXQW UDWHDRSOLHG WR PHDVXUH WKH WRWDO QHW SHQVLRQ OL
H[SHFWHG UDWH RI UHWXUQ RQ SHQWLKRQ SIURMHHREGM B VRDPHKQW\RRY LQWR D
DVVXPHG WKDW DFWLYH PHPEHUV HPSOR\HUV DQG WKH QRQ HPSOR\HU F
VWDWXWRULO\ UHTXLUHG UDWHV ,W LV DVVXPHG WKDW IXWXUH HPSOR\HU

DQG WKHUHDIWHU 7KLV LQFOXGHV D IDFWRU IRU DOO HPSOR\HU DQG V'
WKHVH DVVXPSWLRQV WKH 756 30DQ!V ILGXFLDU\ QHW SRVLWLRQ DQG IX\
SD\PHQWV RI FXUUHQW SODQ PHPEHUV $V D UHVXOW WKH ORQJ WHUP H[S
DSSOLHG WR DOO SURMHFWHG EHQHILW SD\PHQWV WR GHWHUPLQH WKH WR!

7KH ORQJ WHUP H[SHFWHG UDWH Rl UHWXUQ RQ SODQ LQYHVWPHQWV ZDV
HVWLPDWH UDQJHV Rl H[SHFWHG IXWXUH UHDO UDWHV Rl UHWXUQ QHW
GHYHORSHG IRU HDFK PDMRU DVVHW FODVV 7KHVH UDQJHV DUH FRPELQH
ZHLIJKLQJ WKH H[SHFWHG IXWXUH UHDO UDWHV Rl UHWXUQ E\ WKH WDUJF
LQIODWLRQ

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

7KH WDUJHW DOORFDWLRQ DQG EHVW HVWLPDWHV RI JHRPHWULF UHDO UL
LQYHVWPHQW SRUWIROLR DUH SUHVHQWHG EHORZ

7DUJHW $OORFDWLRQV

7DEOH ' 756 30DQ
$XIXVW
$VVHW &ODVV OIS f T
$OORFDW IR P

I SHWXUD

*OREDO (TXLW\

86%

1RQ 8 6 'HYHORSHG
(PHUJLQJ ODUNHWYV
BULYDWH (TXLW\

6WDEOH 9DOXH

*RYHUQPHQW %RQGYV
$EVROXWH 5HWXUQ
BWDEOH 9DOXH +HGJH )XQGV
5HDO 5HWXUQ

5HDO (VWDWH

(QHUJ\ 1DWXUDO 5HVRXUFHV ,QIUDVWUXFWXUH
&RPPRGLWLHYV

5LVN 3DULW\

$VVHW $OORFDWLRQ /HYHUDJH

& D VK

$VVHW $OORFDWLRQ /HYHUDJH

7TRWDO
$EVROXWH 5HWXUQ LQFOXGHY &UHGLW 6HQVLWLYH ,RYHVWPHQWYV
7DUJHW DOORFDWLRQV DUH EDVHG RQ D ILVFDO \HD( SROLF\ PRGHO
&DSLWDO ODUNHW DVVXPSWLRQV FRPH IURP 6% QWXG\ &0% 6 XUYH\ DV RI

6HQVLWLYLW\ DQDO\VLV ZDV SHUIRUPHG RQ WKH LPSDFW RI FKDQJHV LQ WK
QHW SHQVLRQ OLDELOLW\ 7KH IROORZLQJ SUHVHQWY WKH 6\WWHP!V SURS
WKH GLVFRXQW DBPWHO®DO DV ZKDW WKH 6\WWHP!V SURSRUWLRQDWH VKDUH F
FDOFXODWHG XVLQJ D GLVFRXQW UDWH W KRIUWRIQH RSQHHU 5 Q WIDQ M/ [VRKLIER WL k
FXUUHQW UDWH

BHQVLWLYLW)\ RI 1HW 3HQVLRQ /LDELOLW\ W[R &KDQJHV LQ 'LVFI
7DEOH ( 756 30DQ
$XIXVW

'"HFUHDVH& XUUHQW 'LVFRXQW H@RNUHH D V| H

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

2SWLRQDO 5HWLUHPHQW 3URJUDP

7KH 6 WDWH KDV DOVR HVWDEOLVKHG WKH 2SWLRQDO 5HWLUHPHQW 3URJUD|I
KLIKHU HGXFDWLRQ 3DUWLFLSDWLRQ LQ WKH 253 LV LQ OLHX RI SDUWLF|
HPSOR\HHV ZKR KROG IDFXOW\ SRVLWLRQV DQG RWKHU SURIHVVLRQDO SRV
OLEUDULDQV DQG FRDFKHV 7KH 253 SURYLGHV IRU WKH SXUFKDVH RI DQQ.
YDULHW\ RI LQYHVWPHQW ILUPYV (PSOR\HHV DUH LPPHGLDWHO\ YHVWHG
FRQWULEXWLRQV DQG EHFRPH YHVWHG LQ WKH HPSOR\HU FRQWULEXWLRQV

7KH HPSOR\HH DQG HPSOR\HU FRQWULEXWLRQ UDWHV DUH HVWDEOLVKHG
VRXUFH Rl IXQGLQJ IRU WKH HPSOR\HH!V FRPSHQVDWLRQ WKH 6\WWHP PD\
OLHX Rl WKH 6WDWH 6LQFH WKHVH DUH LQGLYLGXDO DQQXLW\ FRQWUDFW
OLDELOLW)\ IRU WKLV SURJUDP 7KH 6WDWH SURYLGHY DQ RSWLRQ IRU D ¢
LQVWLWXWLRQ ZLWKLQ WKH 6\VWHP FDQ GHFLGH WR DGRSW DQG IXQG D OR
PD[LPXP HPSOR\HU UDWH 7KH FKDQFHOORU WKHQ D S/KHR ¥R Q WKL X\WSR@VH
SDUWLFLSDQWYV RI DQQXDO FRPSHQVDWLRQ DQGSOKN B®SRADO VXS
IRU D PD[LPXP RI DQQXDO FRPSHQVDIXURQWIR ULW ISH RIY\LIEIHGS \IHD® W K ) GRIQ

3DUWLFLSDQW &RQWULEXWLRQV
7DEOH ) 253
YRU WKH )LVFDO <HDU (QGHG dXJXVW

253 SBDUWLFLSDWLRQ
OHPEHU &RQWULEXWLRQV
(PSOR\HU &RQWULEXWLRQV
7TRWDO

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

1RWH SRVWHPSOR\PHQW %HQHILWY 2WKHU 7KDQ 3HQVLRQV

(PSOR\HHV 5HWLUHPHQW 6\VWHP

30DQ 'HVFULSWLRQ

7KH VWDWH Rl 7H[DV FXUUHQWO\ SDUWLFLSDWHY LQ WZR W\SHV RI GHILQH
30DQ 7KH (56 30DQ LV D FRVW VKDULQJ PXOWLSOH HPSOR\HU GHILQHG
DGPLQLVWHUHG E\ (56 7KH /HIJLVODWXUH KDV WKH DXWKRULW\ WR HVWDEC
JXLGHOLQHV RI WKH 7H[DV &RQVWLWXWLRQ 7KH (56 30DQ!V %RDUG RI 7UX
EHQHILW WHUPV %HQHILWY DUH SURYLGHG WR UHWLUHHV WKURXJK WKH
7H[DV ,QVXUDQFH &RGH &KDSWHU 7KH HPSOR\HUV LQ WKH (56 30DQ L
FRPPXQLW\ DQG MXQLRU FROOHJHV DQG RWKHU HQWLWLHV VSHFLILHG E\
FROOHJHV XQLYHUVLWLHVY DQG PHGLFDO VFKRROV DUH PHPEHUV RI WKH (5
QHW SRVLWLRQ LV DYDLODEOH LQ D VHSDUDWHO\ LVVXHG $&)5 WKDW LQ
LQIRUPDWLRQ 7KDW UHSRUW PD\ EH REWYON QHIBWE \ $2OW/MWMLLED J7TWR (56 DW (

%HQHILWY 3URYLGHG

7KH (56 30DQ SURYLGHV SRVWHPSOR\PHQW KHDOWK FDUH OLIH YLVLRQ I
EHQHILW DQG FRQWULEXWLRQ SURYLVLRQV RI WKH (56 30DQ DUH DXWKRUL]
6\VWHP HPSOR\HHVY WKDW ZRUN DW OHDVW KRXUV EXW OHVV WKDQ KR
PRUH DUH HOLJLEOH IRU SDUWLDO KHDOWK EHQHILWY XQGHU (56 6\VWHP
SHULRG RI PRQWKY RU PRUH DUH HOLJLEOH IRU IXOO KHDOWK EHQHILWYV
Rl VHUYLFH ZLWK DQ HPSOR\HU ZKR SDUWLFLSDWHG LQ WKH (56 30DQ RU I
HPSOR\HU ZKR SDUWLFLSDWHG LQ WKH (56 30DQ WKDW LV HTXDO WR RU JU
WKH 7H[DV /HILVODWXUH DQG UHTXLUH PRQWKO\ FRQWULEXWLRQV E\ WKH
DQG GHSHQGHQWYV RI UHWLUHHY DUH DOVR FRYHUHG E\ WKH SODQ 7KH SOLC

&RQWULEXWLRQV

'XULQJ WKH PHDVXUHPHQW ISWED®BSRUWLQJ WKH DPRXQW RI WKH 6\WWHP!V
WKH SODQ IRU UHWLUHHV7EBVHPSOR\HU GRHV QRW FRQWULEXWH WRZDUG
6XUYLYLQJ VSRXVHV DQG WKHLU GHSHQGHQWY GR QRW UHFHLYH DQ\ HPSO
HQG$MEIXVW IRU DFWLYH DQG UHWLUHG HPSOR\HHV ZHUH DV IROORZV

3DUWLFLSDQW &RQWULEXWLRQV
7DEOH $ (56 30DQ
JRU WKH JLVFDO <HDU (QGHG $XIXVW

(56 3DUWLFLSDWLRQ
OHPEHU &RQWULEXWLRQV
BWDWH 2Q %HKDOI &RQWULEXWLRQV
(PSOR\HU &RQWULEXWLRQV
7RWDO

7KH FROQWULEXWLRQ UHTXLUHPHQWY IRU WKH VWDWH DQG WKH PHPEHUV LQ

SHTXLUHG &RQWULEXWLRQ|5DWHYV
7DEOH % (56 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJIXVW

S5HWLUHH 2QO0O\
5HWLUHH 6SRXVH
SHWLUHH &KLOGUHQ
5HWLUHH )DPLO\

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



81,9(56,7< 2) 1257+ 7(;$6 6<67(0
1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

23(% /LDELOLWLHV 23(% ([SHQVH 'HIHUUHG 2XWIORZV Rl 5HVRXUFHV
23 (%

7KH 23(% SODQ!V ILGXFLDU\ QHW SRVLWLRQ LV GHWHUPLQHG XVLQJ WKH F
EDVLV RI DFFRXQWLQJ ZKLFK LV WKH VDPH EDVLV XVHG E\ (56 %HQHILWYV
DQG SD\DEOH LQ DFFRUGDQFH ZLWK WKH WHUPV Rl WKH SODQ ,QYHVWPHQ
DW IDLU YDOXH LQ DFFRUGDQFH JZDWK 9B ©% H6 \WHHIWHRHPW QWK B Q G LEJS § O DD
LQYHVWPHQWY LV EDVHG RQ SXEOLVKHG PDUNHW SULFHV DQG TXRWDWLR
H[FKDQJH UDWHV +RZHYHU FRUSRUDWH ERQGV LQ JHQHUDO DUH YDOXH
VHEXULWLHV E\ LVVXHUV ZLWK VLPLODU FUHGLW UDWLQJV ORUH GHWDLOH
SROLF\ DVVHWV DQG ILGXFLDU\ QHW SRVLWSI8R® PD\ EH REWDLQHG IURP (5¢

$WXIXVW  WKH 6\WWHP UHSRUWHG D OLPWELMWSWRRSRUWLRQDWH VKDUH RI
OLDELOLW\ Rl WKH (56 30DQ 7KH QRQ FXUUHQW SRQUG MRKH RAXWHKH QL SRL

7KH FROOHFWLYH QHW 23(% GXDEY®LW\WKH #FHIDAMXUHHP DY WR IG D W
WRWDO 23(% OLDELOLW\ XVHG WR FDOFXODWH WKH QHW 23(% OLDELOLW\ :
6\WWHP!V SURSRUWLRQ Rl WKH FROOHFWLYH QHW 23(% OZRERI 2DV [DNGMEKH
RI IURP WKH PHDVXUHG DW WKH SULRU PHDVXUHPHQW GDWH 7Kl
EDVHG RQ LWV FRQWULEXWLRQV WR WKH 23(% SODQ H[FOXGLQJ 6WDWH R
HPSOR\HUV DQG QRQ HPSOR\HU FRQWULEXWG6BS HIQRELHVUW WREBWX KKVB6 30DQ |
WKH #PHDVXUHPHQW SHULRGS$ $XRIXVWKH [WAKAD G\ VMIHP HIGIGRGQL]HG 23 (9

$PKIXVW WKH 6WHBRPWHG GHIHUUHG RXWIORZV RI UHVRXUFHV [
UHODWHG WR 23(% IURP WKH IROORZLQJ VRXUFHYV

'"HIHUUHG 2XWIORZV RI 5HVRXUFHV DQG 'HIHUUHG ,QIORZV Rl §HVRXUFH\
7DEOH & (56 30DQ
$XIXVW

'HIHUUHG 2 XWHIIBIRIAMH G ,QIORZV RI
RI SHVRXUFHVWHVRXUFHYV

&RQWULEXWLRQV VXEVHTXHQW WR WKH PHDVXUHPHQW GDWH
&KDQJHV RI DVVXPSWLRQV

"LIIHUHQFH EHWZHHQ H[SHFWHG DQG DFWXDO H[SHULHQFH
&KDQJH LQ SURSRUWLRQ DQG FRQWULEXWLRQ GLIIHUHQFH
1HW GLIIHUHQFH EHWZHHQ SURMHFWHG DQG DFWXDO LQYHVW[PHQW UHW
7RWDO

7KH UHSRUWHG DV GHIHUUHG RXWIORZV RI UHVRXUFHV IURP FRQWUL
EH UHFRJQL]J]HG DV D UHGXFWLRQ LQ WKH QHW 23(% O L DHEPLROALQW MV RUH SVKUHWII
GHIHUUHG RXWIORZV DQG GHIHUUHG LQIORZV RI UHVRXUFHVY UHODWHG WR =

$PRUWL]DWLRQ ,PSDFW RI|'HIHUUHG 2XWIORZV
,QIORZV RI 5HVRXUFHV RQ|[ 23(% ([SHQVH
7DEOH ' (56 30DQ
$XIXVW

<HDU ([SHQVH

7RWDO

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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I1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ

JRU WKH <HDU (QGHG $XJXVW

$FWXDULDO $VVXPSWLRQV

7KH WRWDO 23(% OLDELOLW\ LV GHWHUPLQHG E\ DQ DQQXDO DFWXDULDO YL

DVVXPSWLRQV XVHG WR PHDVXUH WKHXWWRWIPKH DY XU DR IDE WOG /W B V

Rl WKH

$FWXDULDO OHWKRGY DQG $VVXPSWLRQV
7DEOH ( (56 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJIXVW

$FWXDULDO OHWKRGV DQG $V V(6B SIDILRD V

$FWXDULDO 9DOXDWLRQ 'DWH $XJIXVW

$FWXDULDO &RVW OHWKRG (QWU\ $JH

$PRUWL]DWLRQ OHWKRG /JHYHO 3HUFHQW RI 3D\UROO 2SHQ
5HPDLQLQJ $PRUWL]DWLRQ 3HULRIED UV
$FWXDULDO $VVXPSWLRQV

‘LVFRXQW 5DWH

,QIODWLRQ

6DODU\ ,QFUHDVH WR

+HDOWKFDUH &RVW DQG 7UHQG 5DWH

LQFOXGLQJ LQIODWLRQ

+HDOWKG6HOHFW IRU )< IRU )< IRU )< IR
IRU )< GHFUHDVLQJ EDVLV SRLQWYV SH

IRU )< DQG ODWHU \HDUYV
+HDOWK6HOHFW OHGLFDUH $GYDQWRIH)< IRU )< IRU )< IR
IRU )< GHFUHDVLQJ EDVLV SRLQWYV SH

IRU )< DQG ODWHU \HDUV

3KDUPDF\ IRU )<
)< GHFUHDVLQJ

DQG ODWHU \HDUYV

IRU )< IRU )<
EDVLV SRLQWYV SHU \HDU WR

$JJUHIJDWH 3D\UROO *URZWK
SHWLUHPHQW $JH
ORUWDOLW\

6WDWH $JHQF\ OHPEHUYV

6HUYLFH SHWLUHHV 6XUYLYRUBWDWE BWWHUHIRWRWEZHHDY ORUWDOLW\ WDEOH
OHPEHUV 5HJXODU (OHFWHEPPHRGY&3AGRUDWLRQDO PRUWDOLW\ LPSURYHPH
(PSOR\HH &ODVVHYV SURMHFWLRQ 6FDOH DUH SURMHFWHG IURP WKH \H

6HUYLFH 5SHWLUHHVY 6XUYLYRBWDWE 3WWHUHIQWRWIZ¥YHiDY ORUWDOLW\ WDEOH

OHPEHUV -56 , DQG ,, (PSORRHHRYHP\HMHYVVY LQ DFFRUGDQFH ZLWK WKH 8OWLPI
IURP WKH \HDU

([SHULHQFH EDVHG WDEOHV RI UDWHV WKDW DUH V

‘LVDEOHG S5HWLUHHYV 6WDWH 5HWLUHHV RI 7H[DV ORUWDOLW\ WDEOH
*HQHUDWLRQDO PRUWDOLW\ LPSURYHPHQWY LQ DF
6FDOH DUH SURMHFWHG IURP WKH \HDU OLQLPX

IRU PDOHVY DQG IHPDOHVY UHVSHFWLYHO\

3XE *HQHUDO (PSOR\HHV $FWLYH OHPEHU ORUWI
3XE 3XEOLF 6DIHW\ $FWLYH OHPEHU ORUWDOLW)\
PRUWDOLW\ LPSURYHPHQWY LQ DFFRUGDQFH ZLWK
SURMHFWHG IURP WKH \HDU

$FWLYH OHPEHUYV

+LJKHU (GXFDWLRQ OHPEHUV
6HUYLFH 5HWLUHHYV 6XUYLAYFREOHDED Y WEHRWY ,RIBFM[SHULHQFH ZLWK 8OWLPDW
OHPEHUV

'LVDEOHG 5HWLUHHV 7DEOHVY EDVHG RQ 756 H[SHULHQFH ZLWK 80OWLPDW
XVLQJ D \HDU VHW IRUZDUG DQG PLQLPXP PRUWD

DQG WZR SHU IHPDOH PHPEHUYV

6H[ 'LVWLQFW 3XE $PRXQW :HLIJKWHG %HORZ OH
\HDU VHW IRUZDUG IRU PDOHV ZLWK 80WLPDWH 03

$G +RF 3RVW (PSOR\PHQW %HQIHRQW &KDQJHV

$FWLYH OHPEHUYV

) )<
U \HDU WR

U )<
U \HDU WR

RU )<
IRU )<

SHFLILF WI

ZLWK D\t
DWV LQ DFF
b U

ZLWK D
WH 03

\F

VHW IRUZD
FRUGDQFH
P UDWHYV K

OLW\ WDE
WDEOH IR
WKH 8OWL!

H 03 3U

H 03 3U
DLW\ UDWH

GLDQ ,QFR
3URMF

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

7KH VRXUFH RI WKH PXQLFLSDO ERQG UDWH LV WKH %RQG %X\HU ,QGH[ RI
PL[HG FUHGLW TXDOLW\ 7KH ERQGV! DYHUDJH FUHGLW TXDOLW\ LV URXJK(
6WDQGDUG 3RRU!V &RUS !V $%

7KH DFWXDULDO DVVXPSWLRQV XVHG LQ WKH YDOXDWLRQ ZHUH SULPDUL
SHUIRUPHG E\ WKH (56 DQG 756 UHWLUHPHQW SODQ DFWXDULHV IRU WKH Il
PHPEHUY DQG IRU WKH VHYHQ \HDU SHULRG HQGLQJ $XJXVW IRU KLJ
EDVHG RQ WKH WDEOHY LGHQWLILHG LQ WKH DERYH WDEOH WLWOHG $FWXD

7KH IROORZLQJ DVVXPSWLRQV KDYH EHHQ FKDQJHG VLQFH WKH SUHYLRXV 2

D'HPRJUDSKLF DVVXPSWLRQV LQFOXGLQJ WKH PRUWDOLW\ SURMHFWLRQ
-XGJHVY DVVXPHG UDWHV RI UHWLUHPHQW IRU FHUWDLQ PHPEHUV ZKR
2IILFHUV &XVWRGLDO 2IILFHUV &32 &2 DVVXPHG UDWHV RI WHUPLQDYV
-XGJHV RU &HUWLILHG 3HDFH 2IILFHUV &XVWRGLDO 2IILFHUV &32 &2 C
PHPEHUYV

E7KH SHUFHQWDJH Rl FXUUHQW UHWLUHHYVY DQG WKHLU VSRXVHV QRW \}
$GYDQWDJH 30DQ DQG IXWXUH UHWLUHHY DQG WKHLU VSRXVHV ZKR ZL(
ZKLFK FRYHUDJH FDQ FRPPHQFH

F7KH SURSRUWLRQ RI IXWXUH UHWLUHHYVY DVVXPHG WR EH PDUULHG DQG
G7KH SURSRUWLRQ RI IXWXUH UHWLUHHY DVVXPHG WR HOHFW KHDOWK F
H[SHFWHG WR UHFHLYH WKH 2SW 2XW &UHGLW DW UHWLUHPHQW
H$VVXPHG 3HU &DSLWD +HDOWK %HQHILW &RVWY DQG +HDOWK %HQHILW ¢
VLQFH WKH SUHYLRXVY YDOXDWLRQ WR UHIOHFW UHFHQW KHDOWK SODQ
| 7KH SDWLHQW &HQWHUHG 2XWFRPHV 5HVHDUFK ,QVWLWXWH IHH SD\DEO
LOQFUHDVHY LQ WKH IHH KDYH EHHQ XSGDWHG WR UHIOHFW WKH PRVW U]

J7KH GLVFRXQW UDWH ZDV DRKRQJ$NI |UWRR DV RI $XJ DV D UHVXOW
UHTXLUHPHQWY E\ *$6% 1R WR XWLOL]H WKH \LHOG RU LQGH[ UDWH |
ERQGY UDWHG $%$ $D RU HTXLYDOHQW RU KLJKHU LQ HIIHFW RQ WKH PH

OLQRU EHQHILW UHYLVLRQV KDYH EHHQ DGRSWHG VLQFH WKH SULRU YDOXEC
LPSDFW RQ SODQ FRVWINQI® WD UV BEDANHEOKNEY MXPHQ SWHKWH &DSLWD +HDOWK %HC

7KH GLVFRXQW UDWH XVHG WR PHDVXUH WKH WRWDO QHQ2BQ% UHIDEH GRUW
IURP WKHXVHG LQ WKH SULRU \HDU 3URMHFWHG FDVK IORZV LQWR WKH St
WKH SODQ $V WKH SODQ RSHUDWHY RQ D SD\ DV \RX JR EDVLV DQG LV QR\
WKHUH LV QR ORQJ WHUP H[SHFWHG UDWH RI UHWXUQ (56! ERDUG RI WUXV

WR UHTXLUH WKDW DOO IXQGV LQ WKLV SODQ EH LQYHVWHG LQ FDVK DC
WR FDOFXODWH WKH SURMHFWHG HDUQLQJV RQ 23(% SODQ LQYHVWPHQWYV Z

BHQVLWLYLW\ DQDO\VLV ZDV SHUIRUPHG RQ WKH LPSDFW RI FKDQJHV LQ WK
QHW 23(% OLDELOLW\ 7KH IROORZLQJ SUHVHQWY WKH 6\WWHP!V SURSRUWI
GLVFRXQW UDWK RHOO DV ZKDW WKH 6\WWHP!V SURSRUWLRQDWH VKDUH F
FDOFXODWHG XVLQJ D GLVFRXQW UDWH WRDWR QW O FSHUW B QN B\BKHIDRR\IKA WK
FXUUHQW UDWH

BHQVLWLYLW\ RI 1HW 23(% /LDELOLW\ WR &KDQJHV LQ 'LVFRXQ\
7DEOH ) (56 30DQ
$XIXVW

'"HFUHDVH& XUUHQW 'LVFRXQW 5@PUHH DY H

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

6HQVLWLYLW\ DQDO\VLY ZDV SHUIRUPHG RQ WKH LPSDFW RI FKDQJHV LQ WI
RI WKH 6\VWHP!V QHW 23(% OLDELOLW\ 7KH IROORZLQJ SUHVHQWY WKH ¢
FDOFXODWHG XVLQJ WKH FXUUHQW KHDOWKFDUH FRVW WUHQG UDWHYV DV .
OLDELOLW\ ZRXOG EH LI LW ZHUH FDOFXODWHG XVLQJ KHDOWKFDUH FRVW W
KLIKHU WKDQ WKH FXUUHQW UDWHYV

BHQVLWLYLW\ RI 1HW 23(% /LDELOLW\ WR &KDQJHV LQ +HDOWKF
7DEOH * (56 30DQ
$XIXVW

. XUUHQW +HDOWKFDU R
HFUHDVI§‘ 7UHQG 5DWHYV, ,&F%H\f)\(

+6 +60% 3KDUPD+%\+60$ 3KDUP5 \+60$ SKDUPDF\

GHFUHDVLQJ WEHFUHDVLQJ W%HFUHDVLQJ WR

1RWH , QWHUDJHQF\ $FWLYLW\ DQG 7UDQVDFWLRQV

7KH 6\VWHP H[SHULHQFHG URXWLQH WUDQVIHUV ZLWK RWKHU VWDWH DJHQ
PDNLQJ WKH WUDQVIHU B5HSD\PHQW RI LQWHUDJHQF\ EDODQFHV ZLOO RF
VWDWHPHQWY 7KHUH ZHUH QR EDODQFHV $XQJXQWHUIXQG UHFHLYDEOHV DC
1RWH $GMXVWPHQWYV WR %HJLQQLQJ 1HW 3RVLWLRQ

'XULQJ ILVFDODHAKXDQJH LQ DFFRXQWLQJ SULQFLSOH UHVXOWHG LQ DGMX\
SRVLWLRQ DV IROORZYV

$GMXVWPHQWY WR %HJLQQLQJ 1HW 3RVLWLRQ
7DEOH $
$XIXVW

6HSWHPEHU &KDQJH LEHSWHPEHU
IHW 3RVLWLBBFRKXQWLQBHW 3RVLWLRQ DV
SBUHYLRXVO\ 5HB RIDFHSOH 5HVWDWH G
%XVLQHVYV 7\SH $FWLYLWLHV

7KH IROORZLQJ WDEOH SUHVHQWY GHWDLO RI WKH W\SHV RI $GMXVWPHQWV

'HWDLO RI $GMXVWPHQWY WR %HJLQQLQJ 1HW 3RVLWLRQ

7TDEOH %
$XIXVW

7TRWDO
6HSWHPEHU 1HW 3RVLWLRQ DV B3UHYLRXVO\ 3HSRUWHG

&KDQJH LQ $FFRXQWLQJ 3ULQFLSOH *$6% 6WDWHRHQW 1R
7RWDO $GMXVWPHQWY DQG 5HVWDWHPHQWYV
BHSWHPEHU 1HW 3RVLWLRQ DV 5HVWDWHG

*$6% 6WDWHPRWSHR)VDWHGLEEDOH@HOWDWLRQ

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

1RWH &RQWLQJHQFLHYV DQG &RPPLWPHQWYV

7KH 6\WVWHP LV LQYROYHG LQ VHYHUDO SHQGLQJ DQG WKUHDWHQHG OHJIDO
SRWHQWLDO ORVV IURP DOO VXFK FODLPV DQG DFWLRQV DV HVWLPDWHG
PDWHULDOO\ DIIHFW WKH 6\WWHP!V ILQDQFLDO SRVLWLRQ

$PRXQWYV UHFHLYHG RU UHFHLYDEOH IURP JUDQWRU DJHQFLHYV DUH VXEMH
WKH 8 6 JRYHUQPHQW $Q\ GLVDOORZHG FODLPV PD\ FRQVWLWXWH D OLDE
WKDW PD\ EH GLVDOORZHG E\ WKH JUDQWRU FDQQRW EH GHWHUPLQHG DW
WR EH LPPDWHULDO

&RPPLWPHQWYV

7KH 6\WVWHP FRQWLQXHV WR LPSOHPHQW FDSLWDO LPSURYREA8QUWRQWR XX
FRPPLWPHQWY KDYH EHHQ HQWHUHG LQWR IRU WKH FRQVWUXFWLRQ DQG L
7KHVH SURMHFWV DUH LQ YDULRXV VWDJHV RI FRPSOHWLRQ 7KH HVWLF
FRPPLWPHQW LV D&DBROWMRZERQVWUXFWLRQ $\W\()VWIXQEGILBDWR NHRMWKERQ/A V
IHHV 5HYHQXH )LQDQFLQJDRQGWHRPERRBIDO RSHUDWLQJ EXSIIR[WPD QG QL I W
PLOOLRQ RI WKH FRPPLWPHQW[FHFWRBIJWR\ EH VSHQW LQ

3ULYDWH LQYHVWPHQWY DUH LQYHVWHG LQ OLPLWHG SDUWQHUVKLSV ZLWK
SULPDULO\ LQ SULYDWH HTXLW\ WUDQVDFWLRQV 7KHVH LQYHVWPHQWYV EF
UHDOL]HG IRU D SHULRG Rl VHYHUDO \HDUV DIWHU WKH LQYHVWPHQWYV D
LQYHVWPHQWY VRPH RI ZKLFK DUH OLTXLGLW\ ULVN P DSUNSWUXVMWN HYHQV
WKH 6\WWHP KDV FRPPLWWRIGDULRXV SULYDWH LQYHVWPHRRPL WVOHG XGR Kl
IXQGV 21 WKLV WRWDO FRPRVWRHRWYGHG

1RWH 6XEVHTXHQW (YHQWYV

7H[DV 8QLYHUVLW)\ )XQG $OORFDWLRQ
2Q 2FWREHU 817 UHFHLYHG QRWLFH IURP WKH 7H[DV +LJKHU (GXFDWI
FULWHULD IRU /HYHO %DVH )XQGLQJ LQ WKH 7H[DV 8QLYHUVLW\ )YXQG #7¢
D HITHFWLYH ILVFDO \HDU (OLJLELOLW\ LV EDVHG RQ UHVHDUFK
DQWLFLSDWHG WR H[FHHG WKH WKUHVKROGYV SXUVXDQW WR 7H[DV $GPLQLV
7KH WK /HILVODWXUH +RXVH %LOO 6HFWLRQ DSSURSULDWHGCGC
Rl 7H[DV &RPSWUROOHU RI 3XEOLF $FFRXQWV IRU HDFK LQVWLWXWLRQ R
GLVWULEXWLRQ ZLWK VXFK DPRXQWYVY GHVLIJQDWHG IRU GHSRVLW LQWR W|
LOVWLWXWLRQV $FKLHYHPHQW RI /HYHO VWDWXV ZLOO SURYLGH 817 ZLW|
UHSUHVHQWLQJ WZLFH WKH IXQGLQJ VKDUH RI LWV /HYHO FODVVLILFDWLR

1RWH S5LVN ODQDJHPHQW

7KH 6\WWHP LV H[SRVHG WR D YDULHW\ RI FLYLO FODLPV UHVXOWLQJ IUR
SHULRGLFDOO\ DVVHVV WKH SURSHU FRPELQDWLRQ RI FRPPHUFLDO LQVXUD
H[SRVHG

7KH 6\WWHP DVVXPHV VXEVWDQWLDOO\ DOO ULVNV DVVRFLDWHG ZLWK W
LQWHUUXSWLRQ HUURUV RU RPLVVLRQV DQG MRE UHODWHG LOOQHVV RU
6\WWHP!V PLVVLRQ )LQDQFLDO ULVNV DUH WUDQVIHUUHG WKURXJK FRQW
LQVXUDQFH SODQV )LQDQFLDO H[SRVXUH IURP ODZVXLWV IRU GDPDJHV D
PLWLJDWHG E\ WKH IXQFWLRQ Rl VRYHUHLJQ (OHYHQWK $PHQGPHQW DQG L
RI UHFRYHU\ ,Q DGGLWLRQ VWDWH ODZ OLPLWV ILQDQFLDO H[SRVXUH IR
RIILFLDOV &XUUHQWO\ WKH 6\VWHP GRHV QRW FDUU\ 6\VWHP ZLGH FRPPHU
FRPPHUFLDO JHQHUDO OLDE IRIDW)\ 5\R Q HH.GIGDEBIV 8 X WFR DDVGHIGU HVV XQLTXH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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LQYROYHG LQ DQ\ ULVN SRROV ZLWK RWKHU JRYHUQPHQW HQWLWLHV J/LDE
RFFXUUHG DQG WKH DPRXQW RI WKDW ORVV FDQ EH UHDVRQDEO\ HYWLPDW!

7KH 6\WWHP KDV YDULRXV LQVXUDQFH DQG VHOI LQVXUDQFH DUUDQJHPHQW:
*$6% 6WDWHPHPRMRXRWLQJ DQG )LQDQFLDO 5HSRUWLQJ IRU 5DWNDRIDDRHFEGQJ
7KHUH DUH QR FODLPV SHQGLQJ RU VLIJQLILFDQWWHR®@ QWEQIHQFQHNVERQGWL
&RPPLWPRKQMVG\WWHP GLG QRW KDYH DQ\ ORVVHV RU VHWWOHPHQWY WKDW |
\HDUV

6HOI ,QVXUDQFH $UUDQJHPHQWYV

+HDOWK &DUH 3URIHVVLRQDO ODOSUDFWLFH 6HOI ,QVXUDQFH 30DQ

817+ PDQDJHY D KHDOWK FDUH PDOSUDFWLFH VHOI LQVXUDQFH SODQ IRU |
$XIXVW 817+ KDG VXIILFLHQW VHOI LQVXUDQFH UHVHUYHV IRU NQRZQ FC

SROLF\ OLPLWV IRU WKLY SODQ DUH +HDOWK FDUH SURIHVVI
VWXGHQWYV ZLWK HQWLW\ FRYHUDJH ZKLFK SURYLGHV D PD[LPXP SHU LQFL
ZLWK QR GHGXFWLEOH IRU OHJDO H[SHQVHV EXW D GHGXFWLEOH SHU F

7KH IROORZLQJ FODLPVY MXGJPHQWYV DQG ,QFXUUHG %XW 1RW 5HSRUWHG
$XIXVW D@ XIXVW UHVSHFWLYHO\

&KDQJHV LQ &ODLPV DQG -XGJPHQWY DQG ,%15 /LDELOLW\ %DODQFHYV
7TDEOH $
$XIXVW DQG $XJIXVW

6HSWHPEHU $GGLWLRBWNGXFW LSXQXV W
,QFXUUHG %XW 1RW 5HSRUWHG 6HOI ,QVXUDQFH &ODLPV 817+
&ODLPV DQG -XGIJPHQWYV

BHSWHPEHU $GGLWLRBWNGXFW I$KQXVW
,QFXUUHG %XW 1RW 5HSRUWHG 6HOI ,QVXUDQFH &ODLPV 817+
&ODLPV DQG -XGJPHQWYV

7KH HVYWLPDWHG FODLPV SD\DEOH IRU PHGLFDO PDOSUDFWLFH ,%15 LQFOXGHYVY HVWLPDWHYV |

BWXGHQW $WKOHWH $FFLGHQW OHGLFDO 6HOI ,QVXUDQFH 30DQ
7KH 1DWLRQDO &ROOHJLDWH $WKOHWLF $VVRFLDWLRQ WKH #1&$$$ UHTXL
H[SHQVHV UHVXOWLQJ IURP LOQMXULHV VXVWDLQHG E\ VWXGHQW DWKOHWH\
LQ TXDOLI\LQJ 1&%$$ VDQFWLRQHG DFWLYLWLHV 817 ILQDQFHV WKLV SOD¢
SXUFKDVHV FRPPHUFLDO LQVXUDQFH IRU FODLPV LQ H[FHVV Rl WKH DWWDFK
YRU WKH ILVFD3XJIMDW HQR-DA. PV SDLG RXW ZHUH QRW PDWHULDO

,QFXUUHG %XW 1RW 5HSRUWHG 6HOI ,QVXUDQFH &ODLPYV

7KH 6\VWHP VHOI LQVXUHV VRPH SK\WLFDO LQMXU\ DQG SURSHUW\ GDPDJ
LQVXUDQFH RU DUH EHORZ WKH UHWHQWLRQ DPRXQWY IRU FODLPV FRYHU
WKH 6WDWH LV SURWHFWHG IURP ULVN RI ORVV DULVLQJ IURP WKHVH WR
SHUPLWWHG XQGHU WKH 7H[DV 7RUW &ODLPV $FW ,Q DGGLWLRQ WR OLPLW|
EURXJKW DJDLQVW WKH 6\VWHP WKH 7H[DV 7RUW &ODLPV $FW OLPLWV Wt

IRU HDFK SHUVRQ IRU HDFK VLQJOH RFFXUUHQFH RI ERGLO\

RFFXUUHQFH RI GDPDJH RU GRIY WUWXXF W VR @ BRINSIVR SIKREWEPY DIJDLQVW WKH 6
EHORZ WKH OLDELOLW\ OLPLWY HVWDEOLVKHG E\ WKH 7H[DV 7TRUW &ODLPV !

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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&RPPHUFLDO ,QVXUDQFH $UUDQJHPHQWYV

(GXFDWRUV /HJDO /LDELOLW\

(GXFDWRUV /HJDO /LDELOLW\ FRYHUDJH LQVXUHY DOO LQVWLWXWLRQV LQ W
SROLF\ SURYLGHV IRU D PD[LPXP OLPLW RI ZLWK D JHUR GHGXFWLE(
SHU LQVXUHG HQWLW\

$XWRPRELOH

7KH 7H[DV ORWRU 9HKLFOH 6DIHW\ 5HVSRQVLELOLW\ $FW UHTXLUHV WKDW
PLQLPXP OLPLWV RI OLDELOLW\ LQ WKH DPRXQW RI IRU ERGLO
6\WWHP FDUULHV OLDELOLW\ LQVXUDQFH RQ LWV OLFHQVHG YHKLFOHV LQ W
DQG SURSHUW\ GDPDJH

OHGLFDO 3URIHVVLRQDO /LDELOLW\

817 KDV PHGLFDO SURIHVVLRQDO OLDELOLW\ LQVXUDQFH FRYHUDJH IRU SU
.ULVWLQ )DUPHU $XWLVP &HQWHU DQG WKH $XGLRORJ\ 6SHHFK /DQJXEC
SURIHVVLRQDOV DUH GHILQHG DV SK\VLFLDQV QXUVHV QXUVH SUDFWLWLR
7KLV FRYHUDJH DOVR H[WHQGV WR 817+ PHGLFDO VWXGHQWYV 817 'DOODYV
HQUROOHG LQ YDULRXV SURJUDPV VXFK DV VRFLDO ZRUN FRXQVHOLQJ |
HGXFDWLRQ DXGLRORJ\ DQG VSHHFK ODQJXDJH SDWKRORJ\ 7KHUH LV D
DJJUHJDWH RI ZLWK D GHGXFWLEOH

BURSHUW\

7KH 6\VWHP FDUULHV SURSHUW\ LQVXUDQFH WR ILQDQFH ORVVHV DULVLQ

LQVXUDQFH DOVR FRYHUV EXVLQHVV LQWHUUXSWLRQ ZKLFK SURWHFWYV DJ

WKH FORVH RI WKH ILVFDO \HDU DOO SUHPLXP SD\PHQWYVY KDG EHHQ PDGFH
VKDUHG OLPLW WKURXJK WKH 6WDWH!V VWDWHZLGH SURSHUW\ LQV

"RUNHUV! &RPSHQVDWLRQ

7KH 6\VWHP LV UHTXLUHG E\ VWDWH ODZ WR SDUWLFLSDWH LQ WKH 6WDWE}
WKURXJK WKH 6WDWH 2IILFH RI 5LVN ODQDJHPHQW 7KLV SURJUDP FRYHUYV |
WR HPSOR\HHV ZKLOH LQ WKH FRXUVH DQG VFRSH RI WKHLU ZRUN UHVSR
HPSOR\HHVY HQWHU LQWR D UHWXUQ WR ZRUN SURJUDP LI QHFHVVDU\ WK:
6HSDUDWH ZRUNHUV! FRPSHQVDWLRQ SROLFLHVY DUH SXUFKDVHG WR FRYH
VWDWH LQ ZKLFK DQ H/PROR\WHW ZRWKWYW 6\VWHP GRHV PDLQWDLQ SROLFLHYV
ZKR UHVLGH LQ RWKHU VWDWHY RXWVLGH RI 7H[DV

8QHPSOR\PHQW &RPSHQVDWLRQ

7KH 6WDWH SURYLGHV FRYHUDJH IRU XQHPSOR\PHQW EHQHILWV IURP DSS!
HPSOR\HHV 7KH FXUUHQW *HQHUDO $SSURSULDWLRQV $FW SURYLGHV WKD
RQH KDOI Rl WKH XQHPSOR\PHQW EHQHILWV IRU IRUPHU DQG FXUUHQW t
&RPSWUROOHU RI 3XEOLF $FFRXQWV GHWHUPLQHV WKH SURSRUWLRQDWH D
7KH 6\VWHP KDV RQO\ RQH DSSURSULDWHG IXQG W\SH 7KH 6\WWHP PXVW U
IR) XQHPSOR\PHQW FRPSHQVDWLRQ IRU DQ\ HPSOR\HHV SDLG IURP IXQGV KF
BWDWH 7UHDVXU\

8QHPSOR\PHQW FRPSHQVDWLRQ LV RQ D SD\ DV \RX JR EDVLV WKURXJK V
HQWHUSULVHV WKDW KDYH IXQG H[SHQVHV DQG VHW DVLGH DPRXQWV ED)
RXWVWDQGLQJ FODLPXIZHWH SHXGLEOWWWP PDLQWDLQV UHVHUYHV IRU XQ
SD\PHQWVY PDGH IRU DOO FODLPV DQG VHWWOHPHQWY QRW HOLJLEOH IRU
YDULRXV VWDWH FRQWUDFWVY DGPLQLVWHUHG E\ (56

OLVFHOODQHRXYV

2ZWKHU OLQHV RI LQVXUDQFH SXUFKDVHG LQFOXGH FDPS DFFLGHQW PHGLI
OLDELOLW\ JOREDO WUDYHO DFFLGHQW FULVLVY UHVSRQVH DQG SURIHVVI
%RDUG

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWH JLQDQFLDO 5HSRUWLQJ (QWLW\

7KH 6\VWHP LV DQ DJHQF\ RI WKH 6WDWH RI 7TH[DV DQG LV FRPSULVHG RI W
WKUHH DFDGHPLF LQVWLWXWLRQV DV IROORZV WKH 8QLYHUVLW\ RI 1RUWK
JRUW :RUWK DQG WKH 8QLYHUVLW\ RI 1RUWK 7H[DV DW 'DOODYV 7KH 6\VYV
DSSRLQWHG E\ WKH *RYHUQRU RI 7H[DV DQG FRQILUPHG E\ WKH 7H[DV 6WD
QXPEHUHG \HDU IRU VL[ \HDU WHUPV ,Q DGGLWLRQ WKH *RYHUQRU DSSRL(

$VVHWV +HOG %\ $IILOLDWHG 2UJDQL]DWLRQV
*$6% DXWKRULWDWLYH JXLGDQFH SURYLGHV FULWHULD IRU GHWHUPLQLQ
FRPSRQHQW XQLWYVY EDVHG RQ WKH QDWXUH DQG VLJQLILFDQFH RI WKHLU Ul

7KLY JXLGDQFH VWDWHYV WKDW D OHJDOO\ VHSDUDWH WD[ HIHPSW RUJDQL]I
HQWLW\ LI DOO RI WKH IROORZLQJ FULWHULD DUH PHW

7KH HFRQRPLF UHVRXUFHVY UHFHLYHG RU KHOG E\ WKH VHSDUDWH RUJI
EHQHILW RI WKH SULPDU\ JRYHUQPHQW LWV FRPSRQHQW XQLWV RU L\
7KH SULPDU\ JRYHUQPHQW LV HQWLWOHG WR RU KDV WKH DELOLW\ WI
UHFHLYHG RU KHOG E\ WKH VHSDUDWH RUJDQL]DWLRQ

7KH HFRQRPLF UHVRXUFHVY UHFHLYHG RU KHOG E\ DQ LQGLYLGXDO RUJ
FRPSRQHQW XQLWYV LV HQWLWOHG WR RU KDV WKH DELOLW\ WR RWKH

7KH 6\VWHP KDV GHILQHG VLJQLILFDQFHXDMVWRI LWR/HQ#HW YSROWMIWLRRI BN
JRXQGDWLRQ DQG WKH 8QLYHUVLW\ RI 1RUWK 7H[DV +HDOWK 6FLHQFHV &l
6\VWHP!V ILQDQFLDO VWDWHPHQWYV

'LVFUHWHO\ 3UHVHQWHG &RPSRQHQW 8QLWYV

8QLYHUVLW\ Rl 1IRUWK 7H[DV )RXQGDWLRQ

7KH 817 )RXQGDWLRQ LV UHSRUWHG DV D GLVFUHWH FRPSRQHQW XQLW
FRQVLVWHQW ZLWK WKH 6\WWHP 7KH 817 JRXQGDWLRQ LV D VHSDUDWH
SXUSRVHV LQFOXGLQJ WUDQVIHUULQJ RU XVLQJ DOO RU DQ\ SDUW RI WKH
6XFK XVHV DUH PDGH LQ DFFRUGDQFH ZLWK WKH JHQHUDO RU VSHFLILF SX!
LQ WKH DEVHQFH RI VXFK VWLSXODWLRQV IRU VXFK XVHV DV PD\ EH GHWH
IXUWKHUPRUH WKH 817 )RXQGDWLRQ SURPSWO\ GLVWULEXWHY DOO QHW L
HGXFDWLRQDO DGYDQFHPHQW RI 817 7KH JRYHUQLQJ ERDUG LV VHOI SHUS
WKH 6\WWHP!V %RDUG RI 5HJHQWV 7KH GLUHFWLRQ DQG PDQDJHPHQW RI
GLVSRVLWLRQ RI LWV DVVHWVY DUH YHVWHG LQ WKH %RDUG Rl 'LUHFWRUV R
WR WKH 817 )RXQGDWLRQ LWV RSHUDWLRQV RU OLDELOLWLHV 7KH PDMRI
RWKHU 6\WWHP SURJUDPV DUH RZQHG E\ WKH 817 )RXQGDWLRQ WKHUHIRUF
LPSRUWDQW WR REWDLQ D IXO0 XQGHUVWDQGLQJ RI WKH 6\WWHP!V ILQDQFL

7KH 817 )RXQGDWLRQ LV DQ HVVHQWLDO FRPSRQHQW RI 817!V SURJUDP IRU
SULYDWH VRXUFHV RI IXQGLQJ IRU FDSLWDO DFTXLVLWLRQVY RSHUDWLRQV
817

,Q $XJIXVW 817 HQWHUHG LQWR DQ DJUHHPHQW ZLWK WKH 817 )RXQGDV
WZR HQWLWLHY DQG WR FRPSO\ ZLWK WKH VWDWXWRU\ UHTXLUHPHQWV RI

DJUHHPHQW SURYLGHG WKDW WKH GHYHORSPHQW OHDGHUVKLS IRU 81
(IHEXWLYH 2I1ILFHU $Q DPHQGHG DJUHHPHQW ZDV DSSURYHG E\ WKH 817 )F
PHHWLQJ DQG VXEVHTXHQWO\ DSSURYHG E\ WKH 6\WWHP %RDUG RI 5HJHQ
817!V 9LFH 3UHVLGHQW IRU $GYDQFHPHQW VHUYHV DV WKH 817 JRXQGDWLR
DQG H[HUFLVHV GHFLVLRQ PDNLQJ DXWKRULW\ RYHU WKH IXQGUDLVLQJ DF!
SRVLWLRQ WKH 9LFH 3UHVLGHQW IRU $GYDQFHPHQW )RXQGDWLRQ!V 'LUH
GHFLVLRQ PDNLQJ DXWKRULW\ LQ UHJDUG WR JRYHUQDQFH RI WKH 817 )RXC
7KH 93% )" LV DQ HPSOR\HH RI 817 DQG FRPSHQVDWLRQ IRU WKH SRVLWLR!

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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WKLV DPHQGHG DJUHHPHQW 817 KDV FRQVLVWHQWO\ UHSRUWHG WKH 817 )
ILQDQFLDO VWDWHPHQWV

817 +HDOWK )RXQGDWLRQ

7KIB17 +HD@BWR®GDWLRQ LV UHSRUWHG DV D &7V F H B)®& W QFEROPVE RR) @ W LX' @ D\W \
$XIXVW FRQVLVWHQW Z1W KHD)IGRGSWDMWHR Q 1KHD VHSDUDWH QRQSURILW F
IRU YDULRXV SXUSRVHV LQFOXGLQJ WUDQVIHUULQJ RU XVLQJ DOO RU DQ
EHQHILW RI 817+ 6XFK XVHV DUH PDGH LQ DFFRUGDQFH ZLWK WKH JHQH
JUDQWRUV RU WHVWDWRUV RU LQ WKH DEVHQFH RI VXFK VWLSXODWLRQYV
RI WKH +HDABWBBGDWLRQ 7KH JRYHUQLQJ ERDUG LV VHOI SHUSHWXDWLQJ F
6\WWHP V %RDUG RI 5HIJHQWV 7KH GLUHFWLSRIJ BB DERUIEIIWPRQ WD RE WKH B
GLVSRVLWLRQ RI LWV DVVHWYV DUH YBYWHESDBWWEDIWLERRQU G7 RH '6 WHNFAMR K B \R
UHJDUGSWR WHKI8WBGDWLRQ LWV RSHUDWLRQV RU OLDELOLWLHV $ SRUWL
SURJUDPV RSHUDWLRQV RIBBI7+HHDWREGB® IERQVKHKLOH DQRWKHU SRUWLRQ R
E\ 817+ DQG SODBHTG +HI)MEWHEEGEEWLRQ IRU LQYHVWPHQW XQGHU WHUPV RI 0D
LQFOXG8DW AHKMWEGDWLRQ V ILQDQFLDO UHSRUWYV LV LPSRUWDQW WR REW
SRVLWLRQ DQG UHVRXUFHYV

7KIB17 +HD®WKRGDWLRQ LV DQ HVVHQWLDO FRPSRQHQW RI 817+ V SURJUDF
GHYHORSPHQW RI SULYDWH VRXUFHV RI IXQGLQJ IRU FDSLWDO DFTXLVLWLR
WKH PLVVLRQ RI 817+

5HODWHG 3DUWLHYV

7TKURXJK WKH QRUPDO FRXUVH RI RSHUDWLRQV WKH 6\VWHP ERWK UHFHLYI
LQ VXSSRUW RI VSRQVRUHG UHVHDUFK SURJUDPV )XQGV BWHXBENVWHG DQG S
UHODWHG WR VWDWH SDVV WKURRBIXGIJUDQWHINBHBW LY HO\

2WKHU UHODWHG SDUW\ WUDQVDFWLRQV LGHQWLILHG LQ WKH ILQDQFLDO
$SSURSULDWLRQV &DSLWDO $SSURSULDWLRQV /HJLVODWLYH 7UDQVIHUV ,C

1RWH 'RQRU 5 HVWULFWHG (QGRZPHQWYV

7TKH 6\WVWHP!V VSHQGLQJ SROLF\ IRU XQLWL]JHG HQGRZPHQWYV UHIOHFWYV LC
FRQVLVWHQW ZLWK RYHUDOO LQYHVWPHQW REMHFWLYHY ZKLOH SURWHFWL
HI[FOXGHG IURP WDUJHW GLVWULEXWLRQ XQWLO WKH HQGRZPHQW KDV EHHC

7KH WDUJHW GLVWULEXWLRQ RI VSHQGDEOH LQFRPH WR HDFK XQLW RI WKH
DYHUDJH PDUNHW YDOXH RI D XQLW RI WKH HQGRZPHQW IXQG IRU WKH SUH
JLQDQFH &RPPLWWHH RI WKH %RDUG RI 5HIHQWYV WKH WDUJHW DQQXDO Gl
YDOXH 'LVWULEXWLRQ VKDOO EH PDGH TXDUWHUO\ DV VRRQ DV SUDFWLEFD
DQG $XJXVW 7KLV GLVWULEXWLRQ DPRXQW VKDOO EH UHFDOFXODWHG HDI
SRLQW RI GLVWULEXWLRQ WKH IDLU PDUNHW YDOXH RI WKH HQGRZPHQW L
HQGRZPHQW SULQFLSDO ZLOO EH SURWHFWHG

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



81,9(56,7< 2) 1257+ 7(;$6 6<67(0
1RWHV WR WKH &RPSUHKHQVLYH )LQDQFLDO 6WDWHPHQ
JRU WKH <HDU (QGHG $XJXVW

'LVWULEXWLRQV DUH PDGH LQ DFFRUGDQFH ZLWK WKH 7H[DV 8QLIRUP 3UX
DSSUHFLDWLRQ FXPXODWLYH DQG XQH[SHQGHG RQ GRQRU UHVWULFWHG H
DQG H[SHQGLWXUH E\ WKH 6\VWHP

'RQRU 5 HVWULFWHG (QGRZPHQWYV
7TDEOH $
$XIXVW

$PRXQW RI &XPXODWLSHSRUWHG LQ
(QGRZPHQW 7\SHIHW $SSUHFLDWLRQ 1HW 3RVLWLRQ

7TUXH (QGRZPHQWYV S5SHVWULFWHG ([SHQGDEOH

7KHUH ZDV D SRVLWLYH IDLU YDOXH OB WM XV WPH®DWHNRWIBDE VPR WU X H
HQGRZPH@WXJ¥WW  WKH 6\WWHP GLG QRW KDYH DQ\ WHUP [HQGRZPHQWV W

'LVFUHWHO\ 3UHVHQWHG &RPSRQHQW 8QLWYV

8QLYHUVLW\ RI TRUWK 7H[DV )RXQGDWLRQ

7KH 817 )RXQGDWLRQ!V VSHQGLQJ SROLF\ IRU XQLWL]JHG HQGRZPHQWYV UHIO
FRQVLVWHQW ZLWK RYHUDOO LQYHVWPHQW REMHFWLYHV DQG LQWHUJHQ
HQGRZPHQW SULQFLSDO $Q HQGRZPHQW LV H[FOXGHG IURP WDUJHW GLVYV
RQH TXDUWHU

7KH WDUJHW GLVWULEXWLRQ RI VSHQGDEOH LQFRPH WR HDFK XQLW RI WKH
DYHUDJH PDUNHW YDOXH RI D XQLW RI WKH HQGRZPHQW IXQG IRU WKH SUH
817 )RXQGDWLRQ V %RDUG RI 'LUHFWRUV WKH WDUJHW DQQXDO GLVWULEX

ILVFDO \HWKH GLVWULEXWLRQ UDWH ZDV 'LVWULEXWLRQ VKDOO EH PD
FDOHQGDU GD\ RI 1IRYHPEHU )HEUXDU\ OD\ DQG $XJXVW 7KLV GLVWULEXYV
RQ D TXDUWHU UROOLQJ DYHUDJH , /I DW DQ\ SRLQW RI GLVWULEXWLRQ

RI WKH HQGRZPHQW WKH GLVWULEXWLRQV VKDOO EH GHWHUPLQHG RQ D VC(

'LVWULEXWLRQV DUH PDGH LQ DFFRUGDQFH ZLWK WKH 7H[DV 8QLIRUP 3UX
DSSUHFLDWLRQ FXPXODWLYH DQG XQH[SHQGHG RQ GRQRU UHVWULFWHG H
DQG H[SHQGLWXUH E\ WKH 817 )RXQGDWLRQ D GLVFUHWH FRPSRQHQW XQLV

'RQRU 5 HVWULFWHG (QGRZPHQWYV
7DEOH % 817 )RXQGDWLRQ
$XIXVW

$PRXQW Rl &XPXODWLBSHSRUWHG LQ
(QGRZPHQW 7\SHLIHW $SSUHFLDWLRQ 1HW $VVHWYV

7TUXH (QGRZPHQWYV 1HW $VVHWYV ZLWK 'RQRU 5HVWULF

7KHUH zDV D SRVLWLYH IDLU YDOXH DIGRMUXMWFBHQWHORWBGLWYR WUXH
HQGRZPH@®BXJ XV W WKH 817 )RXQGDWLRQ GLG QRW KDYH|DQ\ WHUP HQGR

817 +HDOWK )RXQGDWLRQ

7KB17 +HDAW®RGDWLRQ!V VSHQGLQJ SROLF\ IRU HQGRZPHQWY UHIOHFWV DQ
FRQVLVWHQW ZLWK RYHUDOO LQYHVWPHQW REMHFWLYHV DQG LQWHUJHQ
HQGRZPHQW SULQFLSDO $Q HQGRZPHQW LV H[FOXGHG IURP WDUJHW GLVYV
RQH \HDU

7KH WDUJHW GLVWULEXWLRQ RI VSHQGDEOH LQFRPH WR HDFK XQLW Rl WKH
YDOXH Rl WKH HQGRZPHQW IXQG IRU WKH SUHFHGLQJ 817X B VGMNW®G DILARHV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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%RDUG RI 'LUHFWRUV WKH WDUJHW DQQXDO GLVWULEXWLRQ UDWHWKBOO I
GLVWULEXWLRQ UDWH ZDV 'LVWULEXWLRQ VKDOO EH PDGH DQQXDOO\

EDVHG RQ D TXDUWHU UROOLQJ DYHUDJH ./ DW DQ\ SRLQW RI GLVWULE.
FRUSXV RI WKH HQGRZPHQW WKH GLVWULEXWLRQV VKDOO EH GHWHUPLQHG

'LVWULEXWLRQV DUH PDGH LQ DFFRUGDQFH ZLWK WKH 7H[DV 8QLIRUP 3UX:
DSSUHFLDWLRQ FXPXODWLYH DQG XQH[SHQGHG RQ GRQRU UHVWULFWHG H
DQG H[SHQGLSIXUHHDBWE®BDWLRQ D GLVFUHWH FRPSRQHQW XQLW RI WKH 6\

'RQRU 5HVWULFWHG (QGRZPHQWYV
7DEOH & 817 +HDOWK )RXQGDWLRQ
$XIXVW

$PRXQW RI &XPXODWLBHSRUWHG LQ
(QGRZPHQW 7\SHIHW $SSUHFLDWLRQ 1HW $VVHWYV

7TUXH (QGRZPHQWYV I1HW $VVHWV ZLWK 'RQRU 5HVWULF

7KHUH ZDV D SRVLWLYH IDLU YDOXH OB WM XV WPH®DWHNRWIBDE VPR W U X H
HQGRZPH@®WBXJXWW WKH 817 +HDOWK )RXQGDWLRQ GLG QQRW KDYH DQ\ W
UHSRUW

1RWH THUPLQDWLRQ %HQHILWYV

+HDOWK &DUH 5HODWHG 7THUPLQDWLRQ %HQHILWYV

,] D EHQHILWY HOLJLEOH HPSOR\HH LV HQUROOHG LQ WKH (56 KHDOWK SO
5HFRQFLOLDWLRQ $FW #&2%5%$%$ XSRQ WHUPLQDWLRQ RI HPSOR\PHQW 7K
PDQDJHG WKURXJK (56

1RWH 3XEOLF 3ULYDWH 3DUWQHUVKLS

7KH 6\VWHP HQWHUHG LQWR D ERRNVWRUH VHUYLFHV DJUHHPHQW ZLWK %]
7KLY DJUHHPHQWX QW YDO%WGLXRSMHIUDWHY D IXOO VHUYLFH ERRNVWRUH RQ Wk
WKLY DJUHHPHQW WKH 6\VWHP LV WKH WUDQVIHURU JUDQWLQJ % 1 WKH
DJUHHPHQW LV FODVVLILHG DV D 6HUYLFH &RQFHV¥XRQL$ULQY DHWH QW GS B X
SDUWQHUVKLSY DQG $YDLODELGKW\ QMWXHIGWD QIGUBRNH WMQRIVWKH ULJKWYV
WUDQVIHURU XQGHU WKLY DUUDQJHPHQW LQFOXGH EXW DUH QRW OLPLWH
VHWWLQJ SULFHY DQG KRXUV RI RSHUDWLRQV DQG SXUFKDVLQJ LQYHQWRU'
DJUHHPHQW PD\ LQFOXGH WKH DELOLW\ WR PDNH LPSURYHPHQWYV WR WKH V

7KH FRQWUDFW SD\PHQW WHUPV UHTXLUH % 1 WR SD\ WKH 6\WWHP D SHUFH
LQ VDOHV DQG WKHQ WKHUHDIWHU DQQXDOO\ RU DQ DQQXDO JXDUDQW
SD\PHQW SHU *$6% 6WDWHPHQW 1R 'XULQJ WKH ILVFDO \HDU WKH FRQW
WULJJHULQJ D UHPHDVXUHPHQW DQQXDOO\ ,Q WKLV UHPHDVXUHPHQW V
LQVWDOOPHQW UHFHLYDEOH ZDV FUHDWHG WR FROOHFW YDULDEOH DPRXQ
ZLWK D GLVFRXQW $WDRKH XR/IW WKH EDODQFH RI LQVWDOOPHQW UHFHLYI
UHVRXUFHV IURP WKH DJUHHMHQBN WRWDBWSHFWLYHO\ $W WKH FRQFOXVLR
6\WWHP ZLOO UHWDLQ WKH ULJKWV WR WKH 817 6WXGHQW 8QLRQ VSDFH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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Q WKH WRWDO 3XEOLF 3ULYDWH 3DUWQHUVKLS #333$% LEREDBOOPHD\R
SULQFLSDO DR@WHUHVW 7KH IXWXUH 333 $DQWW VO OP B \U \S DR PO R &Y

3XEOLF 3ULYDWH 3DUWQHUVKLS $JUHHPHQW )Y4WXUH ,QFRPH
7TDEOH $
$XIXVW

7TRWDO )XWXUH 333
JLVFDO <HDWBULQFLSDO ,QWHUHVW QFRPH

7TRWDO

1RWH '"HIHUUHG 2XWIORZV RI 5HVRXUFHYV DQG 'HIHUUHG ,QI10

$ VXPPDU\ RI WKH 6\WVWHP!V GHIHUUHG RXWIORZV Rl UHVRXIXPHW DQB GHIL
SUHVHQWHG EHORZ

'HIHUUHG 2XWIORZV RI SHVRXUFHY DQG 'HIHUUHG ,QIORZV RI 5HVRXL
7TDEOH $
$XIXVW

7RWDO
'"HIHUUHG 2XWIORZV RI 5HVRXUFHYV

8QDPRUWL]HG /RVVHV RQ 5HIXQGLQJ RI '"HEW
8QDPRUWL]HG /RVVHV RQ 5HIXQGLQJ RI 'LUHFW 30DFHPHQW 'HEW
'"HIHUUHG 2XWIORZV RI 5HVRXUFHVY 5HODWHG WR $VVHW S5HWLUHPHQ
'HIHUUHG 2XWIORZV RI 5HVRXUFHV 5HODWHG WR 3HQWLRQV
'HIHUUHG 2XWIORZV Rl 5HVRXUFHV 5HODWHG WR 23 (%
7RWDO 'HIHUUHG 2XWIORZV RI 5HVRXUFHV

'HIHUUHG ,QIORZV RI 5SHVRXUFHYV

8QDPRUWL]HG *DLQV RQ 5HIXQGLQJ RI '"HEW
'"HIHUUHG ,QIORZV RI 5HVRXUFHVY 5HODWHG WR /HDVH
'"HIHUUHG ,QIORZV RI 5HVRXUFHVY 5HODWHG WR S3HQVLRQV
'"HIHUUHG ,QIORZV RI 5HVRXUFHY 5HODWHG WR 23 (%
'"HIHUUHG ,QIORZV RI 5SHVRXUFHY 5HODWHG WR 333
7TRWDO 'HIHUUHG ,QIORZV RI 5HVRXUFHV

BHHRWH XPPDU\ Rl 6LJQLILFDQW IRAVFRRKQWTBU P3RIACENLBIVIVV.HV D Q G RONHT7 $V

'"HILQHG %HQHILW 3HQVLRQ 30DQ DKW HHIVQYHG SEORQ WHQEXWH R 8 | BYWD QGNV K H U
1RWH3XEOLF 3ULYDWHRSDRMUHUYKRLBPDWLRQ UHJDUGLQJ GHIHUUHG RXWIOR
UHVRXUFHY UHODWHG WR GHEW UHIXQGLQJ D\BWHW LIRHQWL 213 P% QD\VQ B EIBL3I D W
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1RWH 3ULQFLSDO $FWLYLW\ DQG 6LJQLILFDQW $FFRXQWLQJ 3

2UJDQL]DWLRQ

7KH 8QLYHUVLW\ RI 1RUWK 7H[DV )RXQGDWLRQ ,QF #817 )RXQGDWLRQ$
ILQDQFLDO VXSSRUW WR WKH 8QLYHUVLW\ RI 1RUWK 7H[DV FRPPXQLW\ 7
UHFHLYLQJ DQG PDQDJLQJ GRQDWLRQV FDVK DQG QRQ FDVK IURP LQGLYLG

%DVLV RI 3UHVHQWDWLRQ
7KH ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG RQ WKH DFFUXDO EDVI

&RQWULEXWLRQV

&ERQWULEXWLRQV DUH JHQHUDOO\ UHVWULFWHG E\ WKH GRQRU WR VXSSR
FRPPXQLW\ 8QFRQGLWLRQDO SURPLVHV WR JLYH DUH UHFRUGHG DV UHFH
UHFRUGHG DW WKHLU HVWLPDWHG QHW UHDOL]DEOH YDOXH &GRQWULEXW|
SUHVHQW YDOXH RI WKHLU HVWLPDWHG QHW UHDOL]DEOH YDOXH XVLQJ LQ
UHFHLYHG WR GLVFRXQW WKH DPRXQWYV $Q DOORZDQFH IRU XQFROOHF
PDQDJHPHQW!V HYDOXDWLRQ RI FRQWULEXWLRQV UHFHLYDEOH DW \HDU HQ

&RQWULEXWLRQV RI FDVK DQG RWKHU DVVHWY DUH UHSRUWHG DV UHVWUL
OLPLW WKH XVH RI WKH GRQDWHG DVVHWYV

(QGRZPHQW FRQWULEXWLRQV DUH SHUPDQHQWO\ UHVWULFWHG E\ WKH GI
UHFRUGHG DV GRQRU UHVWULFWHG QHW DVVHWY EHFDXVH RI SURJUDP UHV
ZKLFK LV EHORZ WKH HQGRZPHQW IXQG!V KLVWRULFDO FRVW LV UHFRUGHG

&RQWULEXWLRQV RI GRQDWHG QRQFDVK DVVHWY DUH UHFRUGHG DW WKHLLU
VHUYLFHVY WKDW FUHDWH RU HQKDQFH QRQ ILQDQFLDO DVVHWYV RU WKDW U
WKRVH VNLOOV DQG ZRXOG W\SLFDOO\ QHHG WR EH SXUFKDVHG LI QRW SL
SHULRG UHFHLYHG

1HW $VVHWYV
1HW DVVHWYV UHYHQXHV JDLQV DQG ORVVHV DUH FODVVLILHG EDVHG RQ
LPSRVHG UHVWULFWLRQV $FFRUGLQJO\ QHW DVVHWY DQG FKDQJHV WKHUH

1HW $VVHWYV LWKRXW 'RRWUDYWWHWWYLBPWDRQMEOH IRU XVH LQ JHQHUDO RSt
FHUWDLQ JUDQWRU UHVWULFWLRQV 7KH JRYHUQLQJ ERDUG KDV GHVLJQDV
VWUDWHJILF RSHUDWLQJ UHVHUYHY DQG ERDUG GHVLIJQDWHG HQGRZPHQWYV

1HW $VVHWYV LWK "'RQRUW5HYV WHWFWOREMWHFW WR GRQRU RU FHUWDLQ JUD
LPSRVHG UHVWULFWLRQV DUH WHPSRUDU\ LQ QDWXUH VXFK DV WKRVH W
VSHFLILHG E\ WKH GRQRU 2WKHU GRQRU LPSRVHG UHVWULFWLRQV DUH SHL
EH PDLQWDLQHG LQ SHUSHWXLW\ 'RQRU LPSRVHG UHVWULFWLRQV DUH U
VWLSXODWHG WLPH KDV HODSVHG ZKHQ WKH VWLSXODWHG SXUSRVH IRU Zk

)XQFWLRQDO $OORFDWLRQ RI ([SHQVHYV

7KH FRVWV RI SURJUDP DQG VXSSRUWLQJ VHUYLFHYVY DFWLYLWLHYV KDYH EI
DFWLYLWLHY LQ RUGHU WR SUHVHQW WKH QDWXUDO FODVVLILFDWLRQ GHW
DOORFDWHG DPRQJ WKH SURJUDPY DQG VXSSRUWLQJ VHUYLFHY EHQHILWHG

&DVK DQG &DVK (TXLYDOHQWYV

&DVK HTXLYDOHQWY FRQVLVW RI KLJKO\ OLTXLG LQYHVWPHQWYV ZLWK DQ LQ
$WXIXVW DQG WKHUH ZDV DQG UHVSHFWLYHO\ RI FDVK DQG FDVK }
JRXQGDWLRQ!V LQYHVWPHQW DFFRXQWY DZDLWLQJ LQYHVWPHQW

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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,QYHVWPHQWYV

,QYHVWPHQW SXUFKDVHV DUH UHFRUGHG DW FRVW RU LI GRQDWHG DW IDL
UHSRUWHG DW WKHLU IDLU YDOXHV LQ WKH VWDWHPHQWYV RI ILQDQFLDO
VWDWHPHQWY RI DFWLYLWLHY DQG FRQVLVWV RI LQWHUHVW DQG GLYLGHQ
HI[WHUQDO DQG GLUHFW LQWHUQDO LQYHVWPHQW H[SHQVHV

2WKHU $VVHWYV

2WKHU DVVHWYV FRQVLVWY RI UHDO SURSHUW\ WKDW KDV EHHQ GRQDWHG \
IDLU YDOXH 2WKHU DVVHWYVY DOVR LQFOXGH SUHSDLG H[SHQVHYVY DV ZHOO D
VDOH 7KH SKRWRJUDSKVY DUH UHFRUGHG DW WKHLU IDLU YDOXH DV RI WKH

$JHQF\ )XQGV
$IJHQF\ IXQGV FRQVLVW RI UHVRXUFHY KHOG E\ WKH 817 )RXQGDWLRQ DV DC
WKLUG SDUW\ UHFLSLHQWY VSHFLILHG E\ WKH UHVRXUFH SURYLGHU

(VWLPDWHYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK JHQF
HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW FHUWDLQ UHSRUWHG DPRX(
VWDWHPHQWY DQG WKH UHSRUWHG DPRXQWYV RI UHYHQXHYV DQG H[SHQVHYV
IURP WKRVH HVWLPDWHY DQG WKRVH GLIITHUHQFHVY FRXOG EH PDWHULDO

BXEVHTXHQW (YHQWV
6XEVHTXHQW HYHQWY ZHURYHYE®G XD WHIGH WGKDUREKJWKH ILQDQFLDO VWDWHPH
LVVXHG

$VVHWYV +HOG DQG /LDELOLWLHYV 8QGHU 6SOLW ,QWHUHVW $JUHHPHQ
&KDULWDEOH 7UXVWYV

7KH 817 )RXQGDWLRQ DFWV DV WUXVWHH IRU YDULRXVY LUUHYRFDEOH WU.
DJUHHPHQWY ZKLFK JHQHUDOO\ SURYLGH IRU HLWKHU DQ LQFRPH VWUHDP
ZKROH RU LQ SDUW IRU D VSHFLILHG SHULRG RU XSRQ WKH RFFXUUHQFH R
WKH PDNHU RI WKH WUXVW UHVHUYHV WKH ULJKW WR UHSODFH XV DV WKH |
IDLU YDOXH ZLWK DQ HTXDO DQG RIIVHWWLQJ OLDELOLW\ XQWLO VXFK WL
ZLWK LWV WHUPV I WKH WUXVW LV LUUHYRFDEOH WKH WUXVW DVVHWYV
SD\PHQWV WR EH PDGH WR WKH VSHFLILHG EHQHILFLDULHY LV UHFRUGHG C
FRQWULEXWHG DVVHWY RYHU WKH WUXVW OLDELOLW\ LV UHFRUGHG DV D F
YLD WUXVW GLVWULEXWLRQ RU LV H[SHQGHG LQ VDWLVIDFWLRQ RI WKH GF
ERWK LI DQ\ $W WKDW WLPH QHW DVVHWYV ZLWK GRQRU LPSRVHG WLPH R
UHVWULFWLRQV DQG QHW DVVHWYV ZLWK GRQRU UHVWULFWLRQV WKDW DL
VXEVHTXHQW \HDUV WKH OLDELOLW\ IRU IXWXUH WUXVW SD\PHQWYVY WR WHK
DGMXVWHG WR UHIOHFW DPRUWL]DWLRQ RI WKH GLVFRXQW DQG FKDQJHV
WHUPLQDWLRQ RI WKH WUXVW WKH UHPDLQLQJ OLDELOLW\ LV UHPRYHG DQ

&KDULWDEOH *LIW $QQXLWLHV

8QGHU FKDULWDEOH JLIW DQQXLW\ FRQWUDFWY ZH UHFHLYH LPPHGLDWH W
SD\PHQWY RYHU WKH VWLSXODWHG SHULRG &RQWULEXWHG DVVHWV DUH |
OLDELOLW)\ IRU IXWXUH SD\PHQWV WR EH PDGH WR WKH VSHFLILHG EHQH
WHFKQLTXHV 7KH H[FHVV RI FRQWULEXWHG DVVHWV RYHU WKH DQQXLW\ Ol
,Q VXEVHTXHQW \HDUV WKH OLDELOLW)\ IRU IXWXUH DQQXLW\ SD\PHQWV L\
DQG LV DGMXVWHG WR UHIOHFW DPRUWL]DWLRQ RI WKH GLVFRXQW DQG FK
WHUPLQDWLRQ RI WKH DQQXLW\ FRQWUDFW WKH UHPDLQLQJ OLDELOLW\ LV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWH ILTXLGLW\ DQG $YDLODELOLW\

JLQDQFLDO DVVHWY DYDLODEOH IRU JHQHUDO H[SHQGLWXUH ZLWKRXW GRQ
WKH EDODQFH VKHHW GDWH FRPSULVH WKH IROORZLQJ

JLTXLGLW\ DQG $YDLODELOLW\
7DEOH 817) $
$XIXVW
$XIXVW

&DVK DQG FDVK HTXLYDOHQWYV
2SHUDWLQJ LQYHVWPHQWYV

/HVV FDVK DQG FDVK HTXLYDOHQWY LQFOXGHG IlQ WKH LQYHVWP
/HVV FDVK DQG FDVK HTXLYDOHQWY LQFOXGHG LQ GRQRU UHVWU
/HVV %RDUG GHVLJQDWHG UHVHUYHYV

817 )RXQGDWLRQ HQGRZPHQW IXQGV FRQVLVW RI GRQRU UHVWULFWHG H(
HQGRZPHQWY ,QFRPH IURP GRQRU UHVWULFWHG HQGRZPHQWYV LV UHVWULI
IXQGY DUH QRW DYDLODEOH IRU JHQHUDO H[SHQGLWXUH

2XU ERDUG GHVLIQDWHG HQGRURMDGH/ IRU DQQXDO GLVWULEXWLRQV WR
FRPPXQLW\ DQG RWKHU UHVHUYHV DV GHVLJQDWHG E\ WKH %RDUG $OWK
GHVLIQDWHG HQGRZPHQWYV IRU JHQHUDO H[SHQGLWXUHV WKHVH DPRXQWYV

$V SDUW RI RXU OLTXLGLW\ PDQDJHPHQW SODQ ZH LQYHVW FDVK LQ H[FH
PRQH\ PDUNHW IXQGV

1RWH )DLU 9DOXH OHDVXUHPHQWY DQG 'LVFORVXUHV

817 )RXQGDWLRQ UHSRUWY FHUWDLQ DVVHWY DW IDLU YDOXH LQ WKH ILQDC
WR VHOO DQ DVVHW LQ DQ RUGHUO\ WUDQVDFWLRQ LQ WKH SULQFLSDO R
FXUUHQW PDUNHW FRQGLWLRQV UHJDUGOHVV RI ZKHWKHU WKDW SULFH L\
WHFKQLTXH ,QSXWV XVHG WR GHWHUPLQH IDLU YDOXH UHIHU EURDGO\ W|
SULFLQJ WKH DVVHW RU OLDELOLW\ LQFOXGLQJ DVVXPSWLRQV DERXW ULV
DUH LQSXWV WKDW UHIOHFW WKH DVVXPSWLRQV PDUNHW SDUWLFLSDQWYV Z
REWDLQHG IURP VRXUFHV LQGHSHQGHQW RI WKH UHSRUWLQJ HQWLW\ 8Q
HQWLW\ V RZQ DVVXPSWLRQV DERXW WKH DVVXPSWLRQV PDUNHW SDUWLFLS:S
EHVW LQIRUPDWLRQ DYDLODEOH $ WKUHH WLHU KLHUDUFK\ FDWHJRUL]JHV W

I[HYHO4XRWHG SULFHV XQDGMXVWHG LQ DFWLYH PDUNHWYV IRU L
WKDW ZH FDQ DFFHVV DW WKH PHDVXUHPHQOW GDWH

/[HYHO,QSXWV RWKHU WKDQ TXRWHG SULFHV LQFIOXGHG ZLWKLQ /
IRU WKH DVVHW RU OLDELOLW\ HLWKHU GLUHFWO\ RU LQG
SULFHV IRU VLPLODU DVVHWY RU OLDELOELWLHYV LQ DFWLY
LGHQWLFDO RU VLPLODU DVVHWY RU OLDELOLWLHYV LQ PDU
RWKHU WKDQ TXRWHG SULFHV WKDW DUH REVHUYDEOH IRU
PDUNHW FRUURERUDWHG LQSXWYV

/IHYHO8QREVHUYDEOH LQSXWV IRU WKH DVVHW RU OLDELOLW\ ,Q
LOQSXWYV XVLQJ WKH EHVW LQIRUPDWLRQ DYIDLODEOH LQ WKF

,Q VRPH FDVHV WKH LQSXWVY XVHG WR PHDVXUH WKH IDLU YDOXH RI DQ DV
YDOXH KLHUDUFK\ ,Q WKRVH FDVHV WKH IDLU YDOXH PHDVXUHPHQW LV FD

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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KLHUDUFK\ DV WKH ORZHVW OHYHO LQSXW WKDW LV VLJQLILFDQW WR WKH
LOQSXW WR HQWLUH PHDVXUHPHQW UHTXLUHVY MXGJPHQW WDNLQJ LQWR DF
DVVHW ZLWKLQ WKH KLHUDUFK\ LV EDVHG XSRQ WKH SULFLQJ WUDQVSDUHC
DVVHVVPHQW RI WKH TXDOLW\ ULVN RU OLTXLGLW\ SURILOH RI WKH DVVHW

$ VLIQLILFDQW SRUWLRQ RI RXU LQYHVWPHQW DVVHWY DUH FODVVLILHG ZL
IXQGV ZLWK UHDGLO\ GHWHUPLQDEOH IDLU YDOXHV EDVHG RQ GDLO\ UHGHI
PDUNHWYV 7KRVH &'V DUH YDOXHG E\ WKH FXVWRGLDQV RI WKH VHFXULWL
PDWXULW\ VWDWHG LQWHUHVW UDWHY DQG PDUNHW UDWH DVVXPSWLRQV

7KH IDLU YDOXH RI WKH SULYDWH FRPSDQ\ VWRFN LV EDVHG RQ WKH IDLU
YDOXDWLRQ PHWKRGRORJ\ DQG IRUPXOD 7KLV LV FRQVLGHUHG WR EH D /HY

:H XVH QHW DVVHW YDOXH #1%$9% SHU VKDUH RU LWV HTXLYDOHQW VXFK
FDSLWDO DV D SUDFWLFDO H[SHGLHQW WR HVWLPDWH WKH IDLU YDOXHYV I
SDUWQHUVKLSYV ZKLFK GR QRW KDYH UHDGLO\ GHWHUPLQDEOH IDLU YDOXH
VKDUH DV D SUDFWLFDO H[SHGLHQW DUH QRW FODVVLILHG LQ WKH IDLU YDC

7KH IROORZLQJ WDEOH SUHVHQWY LQYHVWPHQWY PHDVXUHG DW IDLU YDOX
XVLQJ 1$9 SHU VKDUH DV D SUDFWLFDO H[S$KGKM@¥W DV LGHQWLILHG LQ WKH

,OQYHVWPHQWYV )DLU 9DOXH
7DEOH 817) $
$XIXVW

)DLU 9DOXH OHDVXUHPHQWYV 8VLQJ

4XRWHG 3ULFHV LQ
$FWLYH ODWBNB@MMMLFDQW @WIQH UL FP QW
IRU ,GHQWLRE®WHUYDEOBQREVHUYDEOH
7RWDO $VVHWYV /HYEBBXWV /HY,@8XWV /HYHO

,QYHVWPHQWV E\ )DLU 9DOXH /HYHO
&RPPLQJOHG )XQGV DQG (7)V
'"RPHVWLF 0XWXDO )XQGV
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGV
,QWHUQDWLRQDO 0XWXDO )XQGV
JLIHG ,QFRPH ORQH\ ODUNHW DQG %RQG OXWXDO )XQGV
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH
,QYHVWPHQWY OHDVXUHG DW 1$9
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGYV
BULYDWH 'HEW (TXLW\
OLVFHOODQHRXV
7RWDO ,QYHVWPHQWY DW 1$9
7RWDO ,QYHVWPHQWYV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HIDU XQGWHG

7KH IROORZLQJ WDEOH SUHVHQWY LQYHVWPHQWY PHDVXUHG DW IDLU YDOX|
XVLQJ 1$9 SHU VKDUH DV D SUDFWLFDO H[S$KGKM@®@W DV LGHQWLILHG LQ WKH

,QYHVWPHQWY )DLU 9DOXH
7DEOH 817) %
$XIXVW

)DLU 9DOXH OHDVXUHPHQWY 8VLQJ

4XRWHG 3ULFHV LQ
$FWLYH ODWBNB@MMMLFDQW @WIQH UL FP QW
IRU ,GHQWLRE®WHUYDEOBQREVHUYDEOH
7RWDO $VVHWYV /HYEBXWV /HY,@8XWV /HYHO

,QYHVWPHQWV E\ )DLU 9DOXH /HYHO
&RPPLQJOHG )XQGV DQG (7)V
'RPHVWLF 0XWXDO )XQGYV
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGV
,QWHUQDWLRQDO 0XWXDO )XQGV
JLIHG ,QFRPH ORQH\ ODUNHW DQG %RQG OXWXDO )XQGV
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH
,QYHVWPHQWY OHDVXUHG DW 1$9
,QWHUQDWLRQDO 2WKHU &RPPLQJOHG )XQGYV
+HGJH )XQGV
3ULYDWH 'HEW (TXLW\
OLVFHOODQHRXV
7RWDO ,QYHVWPHQWY DW 1$9
7RWDO ,QYHVWPHQWYV

Q DGGLWLRQ WKH 817 )RXQGDWLRQ KDV HQWHUHG LQWR LQYHVWPHQW DJ
SULYDWH UHDO HVWDWH IXQGV WKDW SURYLGH IRU FDSLWDO FDOOV LQ WK
LQYHVWPHQWY E\ WKH 817 P)IRX@LEIDN DRI OV R ®X DXV R  DQIXIXVW
UHVSHFWLYHO\

1RWH )DLU 9DOXH RI )LQDQFLDO ,QVWUXPHQWYV

*HQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV UHTXLUH GLVFORVXUH R

817 )RXQGDWLRQ V VLJQLILFDQW ILQDQFLDO LQVWUXPHQWYV RWKHU WKDQ
WFHLYDEOH DQG RWKHU VKRUW WHUP DVVHWV DQG OLDELOLWLHV )RU W
YDOXH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HIDU XQGWHG

1RWH &ERQWULEXWLRQV 5HFHLYDEOHYV

&RQWULEXWLRQV DQG RBWIHNIWUHP XYIXEWWHYV IDUVHRDV IROORZV

&RQWULEXWLRQV DQG 2WKHU 5HFHLYDEOHYV
7DEOH 817) $
$XIXVW
$XIXVW $XIXVW

&RQWULEXWLRQV UHFHLYDEOH ZLWKLQ RQH \HDU
&RQWULEXWLRQV UHFHLYDEOH LQ RQH WR ILYH \HDUYV
&RQWULEXWLRQV UHFHLYDEOH LQ PRUH WKDQ ILYH \HDYV

7RWDO &RQWULEXWLRQV 5HFHLYDEOH

/IHVV DOORZDQFH IRU XQFROOHFWLEOH SOHGJHV
/[HVV GLVFRXQWV WR QHW SUHVHQW YDOXH
IHW &RQWULEXWLRQV 5HFHLYDEOH

2ZWKHU DFFRXQWY UHFHLYDEOH
7TRWDO &RQWULEXWLRQV DQG 2WKHU 5HFHLYDEOH [LIHW

&RQWULEXWLRQV UHFHLYDEOH LQ PRUH WKDQ RQH \HDU KDYH EHHQ GLVFR
SHUFHQW

1RWH I1HW $VVHWYV ZLWKRXW '"RQRU 5HVWULFWLRQV

7TKH 817 )RXQGDWLRQ!V %RDUG Rl 'LUHFWRGY KDVRGHWHWQODWHHINY ZLWKR
UHVWULFWKBROWWDVIRQG UHVSHFWLYHERDWURG IRRGLIQDWHG HQGRZPHQW [1XQ
IXQG 7KH IXQGV ZLOO EH XVHG IRU VFKRODUVKLSY LQ WKH GHJUHH JUDQMW
1RUWK 7H[DV FRPPXQLW\

$OWKRXIK WKH %RDUG UHWDLQV WKH ULJKW WR UH GHVLIQDWH WKHVH
PXOWLJHQHUDWLRQDO VFKRODUVKLS VXSSRUW WR 817 VWXGHQWY 3XUVXD!
I1HW $VVHWYV (LWKRXW 'RQRU 5HVWULFWLRQV

1HW DVVHWYV ZLWKRXW $XRRRW U HHDWWQGEULDFAWR QY MDOXKGBEQG UHVSHFWLYHC
ZKLFK KDYH EHHQ GHVLIJQDWHG E\ WKH 817 )RXQGDWLRQ V %RDUG Rl '"LUHFV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HIDU XQGWHG

1RWH 1HW $VVHWV ZLWK 'RQRU 5HVWULFWLRQV

1HW DVVHWYVY ZHUH UHVWULFWHG IRU WKH IROORZLQJ

1HW $VVHWV ZLWK 'RQRU 5HVWULFWLRQV
7DEOH 817) $
$XIXVW

$XIXVW $XIXVW
817 GHSDUWPHQW JLIW [IXQGUDLVLQJ DFFRXQWV
7UXH HQGRZPHQWYV DFFRUGLQJ WR GRQRU DJUHHPHQW
(QGRZPHQWYV XQGHU ERDUG GLVWULEXWLRQ SROLF\
(QGRZPHQWYV ZLWK GRQRU GHILQHG GLVWULEXWLRQ
4XDVL HQGRZPHQWY DFFRUGLQJ WR GRQRU DJUHHPHQW
6SOLW LQWHUHVW DJUHHPHQWY QHW RI OLDELOLWLHYV
&DVK YDOXH RI OLIH LQVXUDQFH SROLFLHV QHW RI DJHQF\ IXQGV OLD
7RWDO 1HW $VVHWV ZLWK 'RQRU 5HVWULFWLRQV

1RWH 8QGHUZDWHU (QGRZPHQWV

2l WKH WRWDO HQGRIXN®WYV BHWGRZPHQWY KDYH D PDUNHW YDOXH WKDW K
E\ FROOHFWLYHO\ 7KIIMQEREBBOQMWWYW WRORZ KLVWRULFDO FROW HRAWD @ HDF
$XIXVW

1RWH /ILIH ,QVXUDQFH 3ROLFLHV

6HYHUDO HQGRZPHQWY KDYH EHHQ HVWDEOLVKHG ZKLFK DUH WR EH IXQGH

WKH 817 )RXQGDWLRQ KDV EHHQ QDPHG RZQHU DQG EHQHILFLDU\ 3UHPL:

UHLPEXUVHG E\ WKH GRQRWYXIXIVWKHDSRO LAFLKINUISVZIRUH D QWGRWXB® BROLFLH

UHVSHFWLYHO\ ZLWK GHDWK BH@THILWVUWRSHFOWIQMIHO\ DQG FDVK QGOGXHYV
UHVSHFWLYHO\

1RWH ,QFRPH 7D[HV

7TKH 817 )RXQGDWLRQ LV RUJDQL]JHG DV D 7H[DV QRQSURILW FRUSRUDWLRC
IHGHUDO LQFRPH WD[HV XQGHU ,5& 6HFWLRQ D DV DQ RUJDQL]DWLRQ
FKDULWDEOH FRQWULEXWLRQ GHGXFWLRQ XQGHU ,5& 6HFWLRQV E $ Y
IRXQGDWLRQ XQGHU ,5& 6HFWLRQYV D DQG UHVSHFWLYHO\ 7KH 817
2UJDQL]DWLRQ ([HPSW IURP ,QFRPH 7D[ )RUP ZLWK WKH ,56 ,Q DGGLV

LQFRPH WKDW LV GHULYHG IURP EXVLQHVV DFWLYLWLHV WKDW DUH XQUHC
817 )RXQGDWLRQ LV QRW VXEMHFW WR XQUHODWHG EXVLQHVYV LQFRPH WD
5HWXUQ )RUP 7 ZLWK WKH ,56

1RWH SHWLUHPHQW 30DQ

7KH 817 )RXQGDWLRQ VSRQVRUV D GHILQHG FRQWULEXWLRQ E UHWLUHI
JRXQGDWLRQ 8QGHU WKH WHUPV RI WKH SODQ WKH 817 )RXQGDWLRQ FRQ
FRPSHQVDWLRQ IRU HPSOR\HHVY ZKR PDNH DQ HOHFWLYH FRQWULEXWLRQ $
EH DOORFDWHG RQ WKH EDVLV RI FRPSHQVDWLRQ DV EXGJHWHG DQG DSSU
PD\ PDNH YROXQWDU\ FRQWULEXWLRQV XS WR WKH OLPLWVY SUHVFULEHG
FRQWULEXWLRQV WR WRRGODQRAHWHH \HPXUMWUWGHE G UHVSHFWLYHO\

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HIDU XQGWHG

1RWH $VVHWV +HOG )RU 2WKHUV

7KH 817 )RXQGDWLRQ KROGYV DQG LQYHVWYV FHUWDLQ IXQGV LQ WUXVW RQ E
DQ LQYHVWPHQW PDQDJHPHQW DJUHHPHQW GDWHG $XJIXVW FHUWDL
817 )RXQGDWLRQ DQG LQYHVWHG LQ WKH 817 )RXQGDWLRQ V &RQVROLGDW|
7HUP *RYHUQPHQW IXQG 7KH 817 HQGRZPHQW IXQGV UHVLGLQJ LQ WKH 81
VXEMHFW WR WKH VDPH LQYHVWPHQW PDQDJHPHQW DQG GLVWULEXWLRQ ¢
WHUP Rl WKH DJUHHPHQW HQGHG $XJXVW ZLWK D SURYLVLRQ WR DX\

WKH DJUHHPHQW ZDV UH ZULWWHQ ZLWK DQ HIIHFWLYH GDWH RI 6HS\

DQG D SURYLVLRQ WR DXWRPDWLFDOO\ UHQHZ DQG H[WHQG IRU DGGL

(INTHFWLYH 'HFHPEHU WKH 817 )RXQGDWLRQ HQWHUHG LQWR D VXEVW
ZLWK WKH 8QLYHUVLW\ RI 1IRUWK 7H[DVY DW 'DOODV #817'$ WR PDQDJH FHL
&RQVROLGDWHG ,QYHVWPHQW 3RRO 7KH 817" HQGRZPHQW IXQGV DUH VX
GLVWULEXWLRQ SROLFLHVY DV WKH 817 )RXQGDWLRQ!V LQYHVWPHQWYV 7KH
SURYLVLRQ WR DXWRPDWLFDOO\ UHQHZ DQG H[WHQG IRU DGGLWLRQDO ILYFH
WKDW LWV RZQ IRXQGDWLRQ LV RSHUDWLRQDOO\ FDSDEOH RI SHUIRUPLQJ
SULRU WR H[SLUDWLRQ RI WKH DJUHHPHQW LW PD\ WHUPLQDWH WKH DJUHH

817 DQG 817' DUH LQGHSHQGHQW RI WKH 817 )RXQGDWLRQ LQ DOO UHVSH
JRXQGDWLRQ DQG WKH\ DUH QRW GLUHFWO\ RU LQGLUHFWO\ FRQWUROOHC
PDNHVY DOO GHFLVLRQV UHJDUGLQJ WKH EXVLQHVYV DQG DIIDLUV RI 817 DQC
KDYH RZQHUVKLS RI DQ\ RI WKH 817 RU 817' DVVHWV QHLWKHU WKH SULQF
PDQDIJHPHQW IHHVY SDLG IURP WKHVH DVVHWYVY DUH LQFOXGHG LQ WKH DPRX

$VVHWV KHOG XQGHU WKHVH DUUDQJHPHQWY DUH LQFOXGHG LQ WKH 6WL
JRXQGDWLRQ UHDOL]HG QHW PDQDJHPOGW IHHUHQEFRPWLRHO\ GXULQJ WK
$XIJXVW DQG IRU LWV VHUYLFHV

$ VXPPDU\ RI WKH DVVHWYV KHOG IRU RWKHUV LV DV IROORZV

$VVHWV +HOG IRU 2WKHUV
7DEOH 817) $
$XIXVW
$XIXVW $XIXVW

817 HQGRZPHQW DVVHWYV PDQDJHG E\ 817 )RXQGDWLRQ
817 'DOODV HQGRZPHQW DVVHWY PDQDJHG E\ 817 )RXQGDWLURQ
817 'DOODV RSHUDWLQJ DVVHWY PDQDJHG E\ 817 )RXQGDWLRQ

7RWDO $VVHWV +HOG IRU 2WKHUV

1RWH JLODQFH ,QVWUXPHQWY DQG &UHGLW 5LVN

7TKH 817 )RXQGDWLRQ PDQDJHV GHSRVLW FRQFHQWUDWLRQ ULVN E\ SODFL
GHSRVLW ZLWK ILQDQFLDO LQVWLWXWLRQV EHOLHYHG E\ XV WR EH FUHGL
OLPLWY RU LQFOXGH XQLQVXUHG LQYHVWPHQWY LQ PRQH\ PDUNHW PXWXD(
WKHVH DFFRXQWY ,QYHVWPHQWY DUH PDGH E\ GLYHUVLILHG LQYHVWPHQW
LQYHVWPHQW FRPPLWWHH RI WKH %RDUG RI 'LUHFWRUV $OWKRXJK WKH IL
\HDU WR \HDU EDVLV ZH DQG WKH LQYHVWPHQW FRPPLWWHH EHOLHYH WKL
WKH ORQJ WHUP ZHOIDUH RI WKH RUJDQL]DWLRQ

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

1RWH 6XPPDU\ RI 6LIJQLILFDQW $FFRXQWLQJ 3ROLFLHYV

2UJDQL]DWLRQ

7KH 817 +HDOWK )RXQGDWLRQ zZzDV RUJDQL]JHG IRU FKDULWDEOH HGXFDWLRF
DQG YLVLRQ RI WKH 8QLYHUVLW\ RI 1RUWK 7H[DV +HDOWK 6FLHQFH &HQW|
GLVFRYHU\ DQG KHDOWK FDUH S UL RUZWLHDYEW@®DMOLRRP H VUWRHE M DG/ G WKW
RI WKH 817+ DW WKH GLVFUHWLRQ RI WKH %YRDUG RI 'LUHFWRUYV

7KH PDQDJHPHQW RHDYBREGDWLRQ LV YHVWHG LQ WKH %RDUG RI 'LUHFWRU
DXWKRULW\ WR GHWHUPLQH WKH DPRXQW PDQQHU DQG81W LD/ WRBLG B BAPR®
7KI817 +HD@W®&GDWLRQ LV VXEMHFW WR D SD\ RXW SROLF\ ZKLFK GLFWDWt}
FXUUHQW \HDU 'XUL®XJWKW \HDVUEHQ EHDAWRGDWLRQ SDLG VFKRODUVKLSV
DQG RWKHU H[SHQVHV WR 817+ DQG RWKHU QRW IRU SURILW RUJDQL]DWLRQ

(IIHFWLYH 2FWREHU WKH 817 +HDOWK )RXQGDWLRQ FKDQJHG LWV
JRXQGDWLRQ 7KH FKDQJH KDG QR LPSDFW RQ WKH )RXQGDWLRQ!V OHJDO \

%DVLV RI 3UHVHQWDWLRQ
7KH DFFRPSDQ\LQJ ILQDQFLDO VWDWHPHQWY KDYH EHHQ SUHSDUHG RQ WKF
DFFHSWHG DFFRXQWLQJ SULQFLSOHV 1HW DVVHWY DQG UHYHQXHV H[SHQ)\
RU DEVHQFH Rl GRQRU LPSRVHG UHVWULFWLRQV $FFRUGLQJO\ QHW DVVH!
FODVVLILHG DQG UHSRUWHG DV IROORZV
LWKRXW GRQRU UHHW WDWIVFHMWOMR YK DW DUH QRW VXEMHFW WR GRQRU LPS
6XEMHFW WR SXUSRVH RWWXDMVWHWWUKEWHRYVWR GRQRU LPSRVHG VW
HLWKHU E\ DFWLRQV Rl WKH 817 +HDOWK )RXQGDWLRQ DQG RU WKH SD

VXEMHFW WR SXUSRVH RU XVH UHVWULFWLRQV DUH UHFODVVLILHG WR
VWDWHPHQW RI DFWLYLWLHYVY DV QHW DVVHWY UHOHDVHG IURP UHVWUL

,QFRPH 7D[HV

7KH 817 +HDOWK )RXQGDWLRQ LV H[HPSW IURP JHGHUDO LQFRPH WD[HV XQC
DGGLWLRQ WKH 817 +HDOWK )RXQGDWLRQ KDV EHHQ GHWHUPLQHG E\ WKH
ZLWKLQ WKH PHDQLQJ RI 6HFWLRQ D RI WKH &RGH

8QFHUWDLQ 7D[ 3RVLWLRQV

7KH 817 +HDOWK )RXQGDWLRQ UHFRJQL]JHV LQ LWV ILQDQFLDO VWDWHPHQV
PRUH OLNHO\ WKDQ QRW WR EH VXVWDLQHG XSRQ H[DPLQDWLRQ LQFOXGL
XSRQ WKH WHFKQLFDO PHULWV RI WKH SRVLWLRQ

7D[ SRVLWLRQV WDNHQ UHODWHG WR WKH 817 +HDOWK )RXQGDWLRQ!V WD
UHTXLUHPHQWY KDYH EHHQ UHYLHZHG DQG PDQDJHPHQW LV RI WKH RSLQ
JRXQGDWLRQ ZRXOG PRUH OLNHO\ WKDQ QRW EH VXVWDLQHG E\ H[DPLQDYV
UHFRUGHG DQ LQFRPH WD[ OLDELOLW)\ IRU XQFHUWDLQ WD[ EHQHILWYV

&DVK (TXLYDOHQWYV
JRU SXUSRVHV RI WKH VWDWHPHQW RI FDVK IORZV WKH 817 +HDOWK )RX
LOQYHVWPHQWY ZLWK LQLWLDO PDWXULWLHV RI WKUHH PRQWKY RU OHVV WR

7KH 817 +HDOWK )RXQGDWLRQ PDLQWDLQV LWV FDVK LQ EDQN GHSRVLW D
OLPLWYV 7KH 817 +HDOWK )RXQGDWLRQ KDV QRW H[SHULHQFHG DQ\ ORVVH)
VLIQLILFDQW FUHGLW ULVN UHODWHG WR FDVK

 QYHVWPHQWYV
,QOYHVWPHQWY DUH FDUULHG DW IDLU YDOXH RU QHW DVVHW YDOXH $SSUH
UHYHQXH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

&RQWULEXWLRQV

&RQGLWLRQDO SURPLVHV WR JLYH UHFHLYHG E\ WKH 817 +HDOWK )RXQGD)
HYHQW EHIRUH SD\PHQW LV PDGH DUH UHFRJQL]JHG ZKHQ WKH VSHFLILHG
EHFRPHV XQFRQGXWXRWYDOWKHRRXQGDWLRQ KDG UHFHLYHG QR FRQGLWLRC

8QFRQGLWLRQDO SURPLVHV WR JLYH DUH UHFRUGHG DV FRQWULEXWLRQV
UHVWULFWLRQV RU QHW DVVHWV ZLWK GRQRU UHVWULFWLRQV GHSHQGL
UHVWULFWLRQV

ODQDJHPHQW )HH

ODQDJHPHQW IHHY DUH UHFRJQL]JHG DV UHYHQXH ZKHQ HDUQHG E\ WKH 817
KHOG RQ EHKDOI RI RWKHUV EDVHG RQ D SHUFHQWDJH RI WRWDO LQYHVW
+HDOWK J)RXQGDWLRQ HYDOXDWHYVY WKH DGHTXDF\ RI LWV DOORZDQFHV IRU
FROOHFWLRQV DQG WKH YDOXH RI WKH XQGHUO\LQJ LQYHVWPHQWY KHOG ¢
DQG ZLOO EH FROOHFWHG LQ WKH ILUVW7KXDUW®WR W QD RZDW HK) GRIG FBXAEYW (
REXIXVW

)XQGUDLVLQJ
)IXQGUDLVLQJ UHYHQXHYVY DUH UHFRJQL]JHG DV UHYHQXH ZKHQ DOO FRQGLWL|

'RQRU 5 HVWULFWLRQV

7KH 817 +HDOWK )RXQGDWLRQ UHSRUWYV JLIWV RI FDVK DQG RWKHU DVVHW
VWLSXODWLRQV WKDW OLPLW WKH XVH RI WKH GRQDWHG DVVHWYVY :KHQ D
UHVWULFWLRQ HQGYV RU SXUSRVH UHVWULFWLRQ LV DFFRPSOLVKHG QHW
ZLWKRXW GRQRU UHVWULFWLRQVY DQG UHSRUWHG LQ WKH VWDWHPHQW RI D

)XQFWLRQDO $OORFDWLRQ RI ([SHQVHYV

7KH FRVWYVY RI SURYLGLQJ WKH SURJUDPYV DQG VXSSRUWLQJ VHUYLFHV RI V
IXQFWLRQDO EDVLYV LQ WKH VWDWHPHQWY RI DFWLYLWLHY )XQFWLRQDO
VXSSRUWLQJ VHUYLFHY EDVHG RQ WKH QDWXUH RI WKH DFWLYLW\ SHUIRUF
IXQFWLRQDO H[SHQVH FDWHJRULHV

(VWLPDWHYV

7KH SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK JHQH
WR PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW UHSRUWHG DPRXQ\
DQG OLDELOLWLHYVY DW WKH GDWH RI WKH ILQDQFLDO VWDWHPHQWY DQG
UHSRUWLQJ SHULRG 6LJQLILFDQW HVWLPDWHY LQFOXGH EXW DUH QRW O
DSSOLHG WR XQFRQGLWLRQDO SURPLVHVY WR JLYH $FFRUGLQJO\ DFWXDO L

SHFHQW $FFRXQWLQJ 3URQRXQFHPHQWYV

,Q -XQH WKH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGV %RDUG #)$6%$ LV
JLQDQFLDO ,QVWUXPHQWY &UHGLW /RVVHV 7RSLF OHD¥XBBHPHQVS RI &
ZKLFK UHSODFHG WKH FXUUHQW LQFXUUHG ORVV LPSDLUPHQW PHWKRGR
LQVWUXPHQWY ZLWK D PHWKRGRORJ\ WKH #FXUUHQW H[SHFWHG FUHGLW O
ORVVHV DQG UHTXLUHV FRQVLGHUDWLRQ RI D EURDGHU UDQJH RI UHDVRC
HVWLPDWHY 8QGHU WKH &(& PRGHO WKH DOORZDQFH IRU ORVVHV RQ Il
PDQDJHPHQW!V HVWLPDWH RI FUHGLW ORVVHV RYHU WKH UHPDLQLQJ HI[SI
DGRSWHG WKH VWDQGDUG HIIHFWLYH 6HSWHPEHU ZKLFK SULPDULO\ U

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

1RWH )DLU 9DOXH OHDVXUHPHQWYV

$ IDLU YDOXH KLHUDUFK\ WKDW SULRULWL]JHY WKH LQSXWV WR YDOXDWLRQ
WKH KLIJIKHVW SULRULW\ WR XQDGMXVWHG TXRWHG SULFHV LQ DFWLYH PDL
ORZHVW SULRULW\ WR XQREVHUYDEOH LQSXWV OHYHO LQSXWYVY 7KH WKU

/IHYHO,QSXWV WR WKH YDOXDWLRQ PHWKRGRORJ\ DUH XQDGMXVWHG TXRW
DFWLYH PDUNHWY WKH SODQ FDQ DFFHVV

/IHYHO,QSXWV WR WKH PHWKRGRORJ\ LQFOXGH
4XRWHG SULFHV IRU VLPLODU DVVHWY RU OLDELOLWLHY LQ DF

4XRWHG SULFHV IRU LGHQWLFDO RU VLPLODU DVVHWYV|[ RU OLDE
, QS XWV RWKHU WKDQ TXRWHG SULFHV WKDW DUH REVHUYDEOH
, ] WKH DVVHW RU OLDELOLW\ KDV D VSHFLILHG FRQWWYDFWXDO
IRU VXEVWDQWLDOO\ WKH IXOO WHUP RI WKH DVVHW RU OLDEL

/IHYHO,QSXWV WR WKH YDOXDWLRQ PHWKRGRORJ\ DUH XQREVHUYIDEOH DQ

JROORZLQJ LV D GHVFULSWLRQ RI WKH YDOXDWLRQ PHWKRGRORJLHV XVHG
XVHG WR GHWHUPLQH IDLU YDOXH KDYH EHHQ SRQVM/WHQWO\ DSSOLHG GXL

(TXLW\ VHFXULWLHY DQG PXWXDO IXQGV WUDGHG RQ DFWLYH PDUNHWYV DL
YDOXDWLRQ GDWH UHSUHVHQWLQJ OHYHO LQSXWYV

7KH PHWKRGV GHVFULEHG DERYH PD\ SURGXFH D IDLU YDOXH FDOFXODWLF
UHIOHFWLYH RI IXWXUH IDLU YDOXHV )XUWKHUPRUH ZKLOH WKH 817 +H
DSSURSULDWH DQG FRQVLVWHQW ZLWK RWKHU PDUNHW SDUWLFLSDQWYV WHK
WKH IDLU YDOXH RI FHUWDLQ ILQDQFLDO LQVWUXPHQWY FRXOG UHVXOW LQ

7KH IROORZLQJ WDEOH VHWYV IRUWK E\ OHYHO ZLWKLQ WKH IDLU YDOXH
Y D O X H$ B ¥ X IW

,QYHVWPHQWYV )DLU 9DOXH +LHUDUFK\
7DEOH 817+) $
JRU WKH )LVFDO <HDU (QGHG $XJXVW

/IHYHO /HYHO /HYHO 7TRWDO®

(TXLW\ 6HEXULWLHYV
86 /DUJH &DS

*OREDO (TXLW\
JRUHLJQ (TXLW\
(PHUJLQJ ODUNHWYV
OXWXDO )XQGV ERQGYV

7RWDO ,QYHVWPHQWY LQ WKH )DLU
9DOXH +LHUDUFK\

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

7KH 817 +HDOWK )RXQGDWLRQ DOVR LQYHVWV LQ LQYHVWPHQW FRPSDQL}
UHSRUWHG DW QHW DVVHW YDOXH DUH H[FOXGHG IURP WKH IDLU YDOXH KL
LQ IDLU YDOXH KLHUDUFK\ WR LQYHVWPHQWY UHSRYWWOVRQ WKH VWDWHPH

7RWDO ,QYHVWPHQWY DW )DLU 9DOXH
7DEOH 817+) %
$XIXVW

7RWDO
7RWDO LQYHVWPHQWY LQ WKH IDLU YDOXH KUHUDUFK\
&DVK HTXLYDOHQWYV
,QYHVWPHQW LQ LQYHVWPHQW FRPSDQLHV
7RWDO ,QYHVWPHQWY DW )DLU 9DOXH

,QYHVWPHQWY LQ LQYHVWPHQW FRPSDQLHV FRQVLVWLQJ RI RIIVKRUH LQ®
DQQXDOO\ UHGHPSWLRQ IUHTXHQF\ 7KH EDODQFH RI FDSLWDO FRPBMNPHQ
$XIJXVW 1R UHGHPSWLRQ UHVWULFWLRQV RU UHGHPSWLRQ QRWLFH SHULR

1RWH 1HW $VVHWYV ZLWK 'RQRU 5HVWULFWLRQV

1HW DVVHWYV ZLWK GRQRU UHVWULFWLRQWXDODWH PDGH XS RI WKH IROORZLQJ

1HW $VVHWYV ZLWK 'RQRU 5HVWULFWLRQV

7TDEOH 817+) $
$XIXVW

7TRWDO
1HW DVVHWY ZLWK GRQRU UHVWULFWLRQV |WLPH DQG SXUSRYV
1HW DVVHWY ZLWK GRQRU UHVWULFWLRQV |KHOG LQ SHUSHWX
7TRWDO 1HW $VVHWYV

1HW DVVHWY ZLWK GRQRU UHVWULFWLRQV WLPH PQXWXUSRVH DUH UHV WL

I1HW $VVHWV ZLWK 'RQRU 5HVWULFWLRQV 7LPH DQG 3XUS:¢
7DEOH 817+) %
$XIXVW

7TRWDO

$FDGHPLF SURJUDPV
5HVHDUFK
(GXFDWLRQ
6FKRODUVKLSYV

7LPH
3URIHVVRUVKLS
2WKHU

7RWDO

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



817 +($/7+ )281'$7,21
1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

1HW DVVHWYVY ZHUH UHOHDVHG IURP GRQRU UHVWULFWLRQV E\ LQFXUULQJ F
WKH \HD ¥ XHIXE WG

1HW $VVHWYVY 5HOHDVHG IURP 5HVWULFWLRQ

7DEOH 817+) &
$XIXVW

7TRWDO
BURJUDP DQG VFKRODUVKLS GLVWULEXWLRQV
BURJUDP DQG RWKHU UHODWHG H[SHQVHV
7TRWDO

1RWH 'XH WR 5HODWHG 3DUW\

$VBXIXVW WKH 817 +HDOWK )RXQGDWLRQ KHO®RQ EHKD/OR HRIWSM 7RI 7KH L
DFFRXQW LQ WKH QDPH RI WKH 817 +HDOWK )RXQGDWLRQ ZDV HVWDEOLVK
817+ V SRUWLRQ LV EHLQJ KHOG E\ WKH 817 +HDOWK )RXQGDWLRQ WR PDJ[L
7KHVH LQYHVWPHQWY DUH LQFOXGHG LQ LQYHVWPHQWY DQG GXH WR UHOD\

1RWH SURPLVHV WR *LYH

8QFRQGLWLRQDO SURPLVHV WR JLYH WR EH UHFHLYHG E\ WKH 817 +HDOWK
DUH DV IROORZV

8QFRQGLWLRQDO 3URPLVHV WR *UYH
7TDEOH 817+) $
$XIXVW

7TRWDO
'XH LQ OHVV WKDQ \HDU
'XH ZLWKLQ WR \HDUV
'XH LQ PRUH WKDQ \HDUYV
/HVV GLVFRXQW
7TRWDO

8QFRQGLWLRQDO SURPLVHV WR JLYH WKDW DUH H[SHFWHG WR EH FROOHFW
GLVFRXQW UDWH LQ SOHGJHYV UHFHLYDEOH RQ WKH VWDWHPHQW RI ILQDC
SOHGJHVY UHFHLYDEOH LV LQFOXGHG ZLWK FRQWULEXWLRQV UHYHQXH LQ
UHSRUWHG QHW RI DQ\ DQWLFLSDWHG ORVVHV GXH WR XQFROOHFWLEOH D
ZKHQ SOHGJHYVY UHFHLYDEOH DUH SDVW GXH RU GHOLQTXHQW LV ZKHQ DOO
$Q DOORZDQFH IRU GRXEWIXO DFFRXQWYV LV HVWLPDWHG E\ PDQDJHPHQW
SOHGJH UHFHLYDEOH DJLQJ VFKHGXOHV 1R BRORZWQFH ZDV FRQVLGHUHG (

1RWH 8QLIRUP 3UXGHQW ODQDJHPHQW RI ,QVWLWXWLRQDO )X

1HW DVVHWYV ZLWK GRQRU UHVWULFWLROQVS$KRAGW Q TFHBISGHIW XHHND OAMHKI HIR X Q C
HQGRZPHQW IXQGV FRQVLVW RI HTXLW\ VHFXULWLHY FDVK DQG FDVK HTXL
IXQGV FRQVLVW RI FRQWULEXWLRQV PDGH WR HVWDEOLVK DQ HQGRZPHQ\
GLIIHUHQW UHVWULFWHG SXUSRVHV $V UHTXLUHG E\ DFFRXQWLQJ SULQFLE
DVVHWY DVVRFLDWHG ZLWK HQGRZPHQW IXQGY DUH FODVVLILHG DQG UHS
LPSRVHG UHVWULFWLRQV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



817 +($/7+ )281'$7,21
1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

7TKH LQYHVWPHQW SROLF\ LV LVVXHG E\ WKH %RDUG ,W DUWLFXODWHYV WKt
PDQDJHPHQW RI LWV LQYHVWPHQW DVVHWYV 7KH %RDUG LV UHVSRQVLEOH |
HYDOXDWLQJ LQYHVWPHQW PDQDJHUV HVWDEOLVKLQJ D FRQWUROOHG H
LQYHVWPHQW SHUIRUPDQFH 7KH %RDUG H[HUFLVHV LWV UHVSRQVLELOLW
HIFOXVLYH LQWHUHVW RI WKH 817 +HDOWK JRXQGDWLRQ

$ UHFRQFLOLDWLRQ RI WKH HQGRZPHQW IXQGV! EHJEQIXVON D DG HQ GRQO R
7KHUH ZDV QR FXPXODWLYH HIIHFW RI DQ\ DPRXQWV E\ ZKLFK QHW DVVHWV
UHGXFHG RU LQFUHDVHG WKDW ZHUH QRW VSHFLILHG E\ WKH GRQRU RU
%RDUG

SHFRQFLOLDWLRQ RI (QGRZPHQW )XQG

7DEOH 817+) $

JRU WKH )LVFDO <HDU (QGHG $XJXVW

SHWDLQHG (DUQLQJV

ZLWK 'RQRWUQGRZPHQW
S5HVWULFWIRIQQFLSD O RWD® (QERZPHQW
3XUSRVH 3HUSHWXLW\$VVHWV

(QGRZPHQW DVVHWVY B6HSWHPEHU

,QWHUHVW DQG GLYLGHQGV

1HW DSSUHFLDWLRQ UHDOL]HG DQG XQUHDOL]HG

&RQWULEXWLRQV
'LVWULEXWLRQ RI HQGRZPHQW DVVHWYV IRU H[SHQGLWXUH
(QGRZPHQW DVVHWV $XJXVW

(QGRZPHQW DVVHW FRPSRVLWKBRVEW WXBDN BNVIXKEORY \WRI

(QGRZPHQW $VVHW &RPSRVLWLRQ E\ 7\SH
7TDEOH 817+) %
$XIXVW

(QGRZPHQW

5SHWDLQHG (DUQLQJV
ZLWK 'RQRUQGRZPHQW
5HVWULFWIRIQQFLSDO #RMOIBOL@ GRZPHQW
3XUSRVH 3HUSHWXLW\$VVHWYV

'ROQRU UHVWULFWHG
7TRWDO IXQGYV

,QYHVWPHQW 2EMHFWLYHYV

7KH 817 +HDOWK )RXQGDWLRQ DVVHWYV DUH WR EH LQYHVWHG LQ D EDODQ|
HTXLYDOHQW VHFXULWLHV $V VXFK LW LV LQWHQGHG WR EH PRUH DJJUHV)
WKDQ HTXLW\ RQO\ RULHQWHG SRUWIROLRYV ,Q WKLV FRQWH[W DJJUHVVL
UHWXUQ DQG UHWXUQ YRODWLOLW\ LQYHVWPHQW YHKLFOHV GLYHUVLILF
VHFEXULWLHV :LWKLQ WKLV IUDPHZRUN WKH SULQFLSDO LQYHVWPHQW RE|
QDWXUH RI WKH 817 +HDOWK )RXQGDWLRQ LWV SXUSRVH DQG LWV EHQHILF
Rl FDSLWDO DQG SUHVHUYDWLRQ RI FDSLWDO ,Q SXUVXLQJ WKH LQYHVWP
WLPH WR RXWSHUIRUP WKH LQYHVWPHQW UHWXUQ REMHFWLYHV S5HWXUQV
LQYHVWPHQW UDWH RI UHWXUQ IRU WKH 817 +HDOWK )RXQGDWLRQ DV HVWD
DFFRXQWV IRU VHUYLFHV LQ GLUHFW FRQQHFWLRQ WR WKH 817 +HDOWK )R

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

SOXV PHHW RU H[FHHG WKH UDWH RI UHWXUQ RI D EDODQFHG PDUNHW L
LQGH[ ZKLOH OLPLWLQJ SRUWIROLR ULVN

,QYHVWPHQW 3KLORVRSK\

7KH SULPDU\ LQYHVWPHQW REMHFWLYH RI WKH 817 +HDOWK )RXQGDWLRQ L
WHUP IOXFWXDWLRQV LQ WKH FDSLWDO PDUNHWV PD\ UHVXOW LQ WKH O
+RZHYHU WKH WRWDO DVVHW YDOXH RI WKH 817 +HDOWK )RXQGDWLRQ HI[F
ORQJ UXQ ,W VKRXOG HDUQ WKURXJK D FRPELQDWLRQ RI LQYHVWPHQW LQ
D EDODQFHG PDUNHW LQGH[ ZKLOH LQFXUULQJ OHVV ULVN WKDQ VXFK LQG
WKDQ WKH VSHQGLQJ SROLF\ SOXV WKH IHH IRU VHUYLFHV LQ GLUHFW FRQQ

7TKH %RDUG DQG RU WKH ,QYHVWPHQW &RPPLWWHH LQWHQGYV WR PDJ[LPL]H
UHDOL]JHG DQG XQUHDOL]JHG JDLQV DQG ORVVHV 7KLV REMHFWLYH LV WR
LQYHVWPHQW RI WKH 817 +HDOWK )RXQGDWLRQ DVVHWYV

7KH 817 +HDOWK )RXQGDWLRQ ZLOO HQJDJH ZHOO TXDOLILHG LQYHVWPHQW
R 7KH LQYHVWPHQW PDQDJHU ZLOO SHUIRUP GXWLHV ZLWK WKH FDUI
FLUFXPVWDQFHV WKDW D SUXGHQW H[SHUW DFWLQJ LQ D OLNH FDSDFLW\ D
HOQWHUSULVH RI D OLNH FKDUDFWHU DQG RI OLNH DLPV

8QGHUZDWHU (QGRZPHQWYV
JURP WLPH WR WLPH WKH IDLU YDOXH RI DVVHWYV DVVRFLDWHG ZLWK LQGL"
OHYHO WKDW WKH GRQRU RU WKH 8QLIRUP 3UXGHQW ODQDJHPHQW RI ,QVV
JRXQGDWLRQ WR UHWDLQ DV D IXQG RI SHUSHWXDO GXUDWLRQ 7KHUH DU
GROQRU UHVWBKBMWNWQV DV RI

7KH 817 +HDOWK )RXQGDWLRQ KDV D SROLF\ WKDW SHUPLWY VSHQGLQJ IL
GHJUHH WR ZKLFK WKH IXQG LV XQGHUZDWHU XQOHVYV RWKHUZLVH SUHFOX:

1RWH ILTXLGLW\

$V D QRW IRU SURILW HQWLW\ 817 +HDOWK )RXQGDWLRQ UHFHLYHV VLJIQLI
GRQRUV ZKLFK DUH UHVWULFWHG WR EH XVHG LQ D SDUWLFXODU PDQQHU
WR PHHW WKRVH UHVSRQVLELOLWLHV WR LWV GRQRUV 7KXV ILQDQFLDO D
\HDU $V SDUW RI PDQDJLQJ WKH ILQDQFLDO DVVHWV 817 +HDOWK )RXQGD
FRPH GXH

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



817 +($/7+ )281'$7,21
1RWHV WR WKH )LQDQFLDO 6WDWHPHQWYV
JRU WKH <HDU (QGHG $XJXVW

7KH IROORZLQJ UHIOHFWYV 817 +HDOWK )RXQGDWLRQ!V ILQDQFLDO DVVHW
DYDLODEOH ZLWKLQ RQH \HDU RI WKH EDODQFH VKHHW GDWH $PRXQWYV QR\

JLQDQFLDO $VVHWYV E\ /LTXLGLW\
7DEOH 817+) $
$XIXVW

7TRWDO

&DVK
,QYHVWPHQWY H[FOXGLQJ DPRXQWY KHOG RQ EHKDOI RI RWKHUYV
3OHGJHVY UHFHLYDEOH QHW RI GLVFRXQW
2ZWKHU UHFHLYDEOHYV

7TRWDO ILQDQFLDO DVVHWYV

/IHVV GRQRU UHVWULFWLRQV
1HW DVVHWYV ZLWK GRQRU UHVWULFWLRQV WLPH DPG SXUSRVH
1HW DVVHWYV ZLWK GRQRU UHVWULFWLRQV KHOG L SHUSHWXLW

7TRWDO ILQDQFLDO DVVHWYV QRW DYDLODEOH WR HH XVHG ZLWK
7TRWDO ILQDQFLDO DVVHWY DYDLODEOH WR PHHW JHQHUDO H[SHQGLYV

1RWH 6XEVHTXHQW (YHQWYV

7KH 817 +HDOWK )RXQGDWLRQ KDV HYDOXDWHEX YX\EW H T XHIQUNR XIVMKH Q RWYWH WKHDL
WKH GDWH ZKLFK WKH ILQDQFLDO VWDWHPHQWY ZHUH DYDLODEOH WHF
VXEVHTXHQW HYHQWYV WKDW UHTXLUHG UHFRJQLWLRQ RU DGGLWLRQDO GLV

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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SHTXLUHG 6XSSOHPHQWDU\ ,QIRUPDWLRQ 8QDXGLWHG
JRU WKH <HDU (QGHG $XJXVW

S5HTXLUHG 6XSSOHPHQWDU\ ,QIRUPDWLRQ 56,

6FKHGXOH RI WKH 6\VWHP!V 3URSRUWLRQDWH 6KDUH RI WKH 1HW 3HC

6FKHGXOH RI 3URSRUWLRQDWH 6KDUH RI 1THW 3HQVLRQ /LDELOLW\

7DEOH 56, 756 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6\VWHP V SURSRUWLRQ RI WKH QHW SHQVLRQ OLDELOLW\

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW
SHQVLRQ OLDELOLW\

6WDWH V SURSRUWLRQDWH VKDUH RI WKH QHW SHQVLRQ
OLDELOLW\ UHODWHG WR 6\VWHP

7TRWDO QHW SHQVLRQ OLDELOLW\ UHODWHG WR 6\VWHP

6\VWHP V FRYHUHG SD\UROO

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW
SHQVLRQ OLDELOLW\ DV D SHUFHQWDJH RI LWV FRYHUHG
SD\UROO

30DQ ILGXFLDU\ QHW SRVLWLRQ DV D SHUFHQWDJH RI
WKH WRWDO SHQVLRQ OLDELOLW\

&RQFOXGHG %HORZ

6FKHGXOH RI 3URSRUWLRQDWH 6KDUH RI 1HW 3HQVLRQ /LDELOLW\

7TDEOH 56, 756 30DQ &RQFOXGHG
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6\VWHP V SURSRUWLRQ RI WKH QHW SHQVLRQ OLDELOLW\

6\WVWHP V SURSRUWLRQDWH VKDUH RI WKH QHW
SHQVLRQ OLDELOLW\

6WDWH V SURSRUWLRQDWH VKDUH RI WKH QHW SHQVLRQ
OLDELOLW\ UHODWHG WR 6\VWHP

7TRWDO QHW SHQVLRQ OLDELOLW\ UHODWHG WR 6\VWHP

6\VWHP V FRYHUHG SD\UROO

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW
SHQVLRQ OLDELOLW\ DV D SHUFHQWDJH RI LWV FRYHUHG
SD\UROO

30DQ ILGXFLDU\ QHW SRVLWLRQ DV D SHUFHQWDJH RI
WKH WRWDO SHQVLRQ OLDELOLW\

&RYHUHG HPSOR\HH SD\UROO LV IRU WKH \HDU SULRU EHFDXVH WKH 6\WVWHP!V QHW SHQVLRQ OLDELOLW\ I
WKH SUHYLRXV \HDU

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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SHTXLUHG 6XSSOHPHQWDU\ ,QIRUPDWLRQ 8QDXGLWHG
JRU WKH <HDU (QGHG $XJXVW

6FKHGXOH RI WKH 6\VWHP!V 3HQVLRQ &RQWULEXWLRQV

6FKHGXOH RI (PSOR\HU &RQWULEXWLRQV
7DEOH 56, 756 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6WDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQV LQ UHODWLRQ WR WKH
VWDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQ GHILFLHQF\ H[FHVV
6\VWHP V FRYHUHG SD\UROO

&ERQWULEXWLRQV DV D SHUFHQWDJH RI FRYHUHG
SD\UROO

&RQFOXGI'liG %HORZ

6FKHGXOH RI (PSOR\HU &RQWULEXWLRQV
7DEOH 56, 756 30DQ &RQFOXGHG
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6WDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQV LQ UHODWLRQ WR WKH
VWDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQ GHILFLHQF\ H[FHVV
6\VWHP V FRYHUHG SD\UROO

&ERQWULEXWLRQV DV D SHUFHQWDJH RI FRYHUHG
SD\UROO

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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SHTXLUHG 6XSSOHPHQWDU\ ,QIRUPDWLRQ 8QDXGLWHG
JRU WKH <HDU (QGHG $XJXVW

6FKHGXOH RI WKH 6\VWHP!V 3URSRUWLRQDWH 6KDUH RI WKH 1HW 23(

6FKHGXOH RI 3URSRUWLRQDWH 6KDUH RI 1HW 23(% /LDELOLW\

7DEOH 56, (56 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6\VWHP V SURSRUWLRQ RI WKH QHW 23(% OLDELOLW\

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW 23(%
OLDELOLW\

6\VWHP V FRYHUHG HPSOR\HH SD\UROO

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW 23(%
OLDELOLW\ DV D SHUFHQWDJH RI LWV FRYHUHG
HPSOR\HH SD\UROO

30DQ ILGXFLDU\ QHW SRVLWLRQ DV D SHUFHQWDJH RI
WKH WRWDO 23(% OLDELOLW\

&RQFOXGI-liG %HORZ

6FKHGXOH RI 3URSRUWLRQDWH 6KDUH RI 1HW 23(% /LDELOLW\

7TDEOH 56, (56 30DQ &RQFOXGHG
YRU WKH )LVFDO <HDU (QGHG $XJXVW

6\VWHP V SURSRUWLRQ RI WKH QHW 23(% OLDELOLW\

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW 23(%
OLDELOLW\

6\VWHP V FRYHUHG HPSOR\HH SD\UROO

6\VWHP V SURSRUWLRQDWH VKDUH RI WKH QHW 23(%
OLDELOLW\ DV D SHUFHQWDJH RI LWV FRYHUHG
HPSOR\HH SD\UROO

30DQ ILGXFLDU\ QHW SRVLWLRQ DV D SHUFHQWDJH RI
WKH WRWDO 23(% OLDELOLW\

&RYHUHG HPSOR\HH SD\UROO LV IRU WKH \HDU SULRU EHFDXVH WKH 6\VWHP!V QHW 23(% OLI
GDWH RI $XJXVW RI WKH SUHYLRXV \HDU

JRU ILVFDO \HDU UHSRUWLQJ (56 KDG D FKDQJH LQ DFFRXQWLQJ PHWKRGRORJ\ WR LQFOX
RI SURSRUWLRQDWH VKDUH

&KDQJHV LQ DVVXPSWLRQV IRU PHDVXUHPHQW \HDU HQGHG $X1J LQFOXGH D DVVXPHC
GLVFRXQW UDWH LQFUHDVHG IURP WR F SHUFHQWDJH RI FXUUHQW UHWLUHHV DQ

OHGLFDUH $GYDQWDJH 30DQ DQG IXWXUH UHWLUHHYVY DQG WKHLU VSRXVHV ZKR ZLOO HOHFW
FRPPHQFH G SURSRUWLRQ RI IXWXUH UHWLUHHY FRYHULQJ GHSHQGHQW FKLOGUHQ H SHI

WKHLU VSRXVH DQG | DVVXPSWLRQV IRU ([SHQVHV $VVXPHG 3HU &DSLWD +HDOWK %HQHIL
WUHQGYV
&KDQJHV LQ DVVXPSWLRQV IRU PHDVXUHPHQW \HDU HQGHG $XJ LQFOXGH D GHPRJU

WHUPLQDWLRQ DQG PRUWDOLW\ DQG DVVXPHG VDODU\ LQFUHDVHV IRU +LJKHU (GXFDWLF
SHUFHQWDJH RI FXUUHQW UHWLUHHY DQG WKHLU VSRXVHV QRW \HW HOLJLEOH WR SDUWLFL
WKHLU VSRXVHV ZKR ZLOO HOHFW WR SDUWLFLSDWH LQ WKH SODQ DW WKH HDUOLHVW GDWH
PDUULHG DQG HOHFWLQJ FRYHUDJH IRU WKHLU VSRXVH DQG H DVVXPSWLRQV IRU ([SHQVH
S5HWLUHH &RQWULEXWLRQ DQG ([SHQVH WUHQGYV

&KDQJHV LQ DVVXPSWLRQV IRU PHDVXUHPHQW \HDU HQGHG $XJ LQFOXGH D GLVFRXQ'
UHWLUHHY DQG WKHLU VSRXVHV QRW \HW HOLJLEOH WR SDUWLFLSDWH LQ WKH +HDOWKG6HO|
HOHFW WR SDUWLFLSDWH LQ WKH SODQ DW WKH HDUOLHVW GDWH DW ZKLFK FRYHUDJH FDQ
HOHFWLQJ FRYHUDJH IRU WKHLU VSRXVH G SHUFHQWDJH RI IXWXUH UHWLUHHYV DQG IXWHX
$VVXPHG 3HU &DSLWD +HDOWK %HQHILW &RVWY DQG +HDOWK %HQHILW &RVW DQG 5HWLUHH &
&KDQJHV LQ DVVXPSWLRQV IRU PHDVXUHPHQW \HDU HQGHG $X1J LQFOXGH D DVVXPHC
GLVFRXQW UDWH GHFUHDVHG IURP WR F SHUFHQWDJH RI FXUUHQW UHWLUHHV DQ
OHGLFDUH $GYDQWDJH 30DQ DQG IXWXUH UHWLUHHYVY DQG WKHLU VSRXVHV ZKR ZLOO HOHFW

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO
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FRPPHQFH G SHUFHQWDJH RI IHPDOH PHPEHUVY DVVXPHG WR EH PDUULHG DQG HOHFWLQJ FF

WR FRYHU GHSHQGHQW FKLOGUHQ I DVVXPHG 3&25, IHHV DQG K DVVXPSWLRQV IRU $VVXI
SHWLUHH &RQWULEXWLRQ WUHQGYV
&KDQJHV LQ DVVXPSWLRQV IRU PHDVXUHPHQW \HDU HQGHG $XJ LQFOXGH D GLVFRXQ'

UHWLUHHY DQG WKHLU VSRXVHV QRW \HW HOLJLEOH WR SDUWLFLSDWH LQ WKH +HDOWKG6HO|
HOHFW WR SDUWLFLSDWH LQ WKH SODQ DW WKH HDUOLHVW GDWH DW ZKLFK FRYHUDJH FDQ
FRYHUDJH IRU WKHLU VSRXVH G SURSRUWLRQ RI IXWXUH UHWLUHHY DVVXPHG WR HOHFW K
WR UHFHLYH WKH 2SW 2XW &UHGLW DW UHWLUHPHQW H WKH SHUFHQWDJH RI +LJKHU (GXFD
RQH \HDU EHIRUH WKH YDOXDWLRQ GDWH I WKH DQQXDO UDWH RI LQFUHDVH LQ WKH 3D
$IIRUGDEOH &DUH $FW DQG J DVVXPSWLRQV IRU $VVXPHG 3HU &DSLWD +HDOWK %HQHILW
DGGLWLRQ WKH DVVXPSWLRQ IRU H[SHQVHY GLUHFWO\ UHODWHG WR WKH SD\PHQW RI *%3 +}
UHYLVLRQV

&KDQJHV LQ DVVXPSWLRQV IRU PHDVXUHPHQW \HDU HQGHG $XJ LQFOXGH D GLVFRXQ
UHWLUHHY DQG WKHLU VSRXVHV QRW \HW HOLJLEOH WR SDUWLFLSDWH LQ WKH +HDOWKG6HO|
HOHFW WR SDUWLFLSDWH LQ WKH SODQ bW WKH HDUOLHVW GDWH DW ZKLFK FRYHUDJH FDQ F
DW UHWLUHPHQW DQG SURSRUWLRQ RI IXWXUH UHWLUHHYV H[SHFWHG WR UHFHLYH WKH 2SW
UHWLUHPHQW GLVDELOLW\ WHUPLQDWLRQ DQG PRUWDOLW\ DQG DVVXPHG VDODU\ LQFUH
DVVXPHG WR FRYHU GHSHQGHQW FKLOGUHQ I WKH 3DWLHQW &HQWHUHG 2XWFRPHV 5HVH
DVVXPSWLRQV IRU $VVXPHG 3HU &DSLWD +HDOWK %HQHILW &RVWY DQG +HDOWK %HQHILW &R

&KDQJHV LQ DVVXPSWLRQV DQG RWKHU LQSXWV IRU PHDVXUHPHQW \HDU HQGHG $XJXVW
SHUFHQWDJH RI FXUUHQW UHWLUHHY DQG WKHLU VSRXVHV QRW \HW HOLJLEOH WR SDUWLFL
WKHLU VSRXVHV ZKR ZLOO HOHFW WR SDUWLFLSDWH LQ WKH SODQ DW WKH HDUOLHVW GDWH
HOHFW KHDOWK FRYHUDJH DW UHWLUHPHQW DQG SURSRUWLRQ RI IXWXUH UHWLUHHYV H[SHF
UHWLUHHY DVVXPHG WR FRYHU GHSHQGHQW FKLOGUHQ H WKH 3DWLHQW &HQWHUHG 2XWF
WKH UDWH RI IXWXUH LQFUHDVHYV LQ WKH IHH DQG | DVVXPSWLRQV IRU $VVXPHG 3HU &DSLW
WUHQGYV &KDQJHV LQ EHQHILW WHUPV IRU PHDVXUHPHQW \HDU HQGHG $XJXVW UHSU
6WHSKHQ ) $XVWLQ 6WDWH 8QLYHUVLW\

&KDQJHV LQ DVVXPSWLRQV DQG RWKHU LQSXWV IRU PHDVXUHPHQW \HDU HQGHG $XJXVW
UHWLUHPHQW WHUPLQDWLRQ GLVDELOLW\ DQG PRUWDOLW\ IRU VHOHFW FODVVHV RI 6WDW
SURSRUWLRQ RI IXWXUH UHWLUHHYVY DVVXPHG WR HOHFW KHDOWK FRYHUDJH DW UHWLUHPHQW
UHWLUHPHQW G SURSRUWLRQ RI IXWXUH UHWLUHHY DVVXPHG WR EH PDUULHG DQG HOHFWL
,QVWLWXWH IHH SD\DEOH XQGHU WKH $IIRUGDEOH &DUH $FW DQG WKH UDWH RI IXWXUH LQI
%HQHILW &RVWY DQG +HDOWK %HQHILW &RVW DQG 5HWLUHH &RQWULEXWLRQ WUHQGYV
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6FKHGXOH RI WKH 6\VWHP!V 23(% &RQWULEXWLRQV

6FKHGXOH RI (PSOR\HU &RQWULEXWLRQV
7TDEOH 56, (56 30DQ
JRU WKH )LVFDO <HDU (QGHG $XJXVW

6WDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQV LQ UHODWLRQ WR WKH
VWDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQ GHILFLHQF\ H[FHVV
6\VWHP V FRYHUHG HPSOR\HH SD\UROO

&RQWULEXWLRQV DV D SHUFHQWDJH RI
FRYHUHG HPSOR\HH SD\UROO

&RQFOXGI'l'IG %HORZ

6FKHGXOH RI (PSOR\HU &RQWULEXWLRQV
7DEOH 56, (56 30DQ &RQFOXGHG
YRU WKH )LVFDO <HDU (QGHG $XJXVW

6WDWXWRULO\ UHTXLUHG FRQWULEXWLRQV

&RQWULEXWLRQV LQ UHODWLRQ WR WKH
VWDWXWRULO\ UHTXLUHG FRQWULEXWLRQYV

&ERQWULEXWLRQ GHILFLHQF\ H[FHVV
6\VWHP V FRYHUHG HPSOR\HH SD\UROO

&RQWULEXWLRQV DV D SHUFHQWDJH RI
FRYHUHG HPSOR\HH SD\UROO

8QLYHUVLW\ RI 1IRUWK 7H[DV 6\VWHP $QQXDO &RPSUHKHQVLYH )LQDQFLDO



INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Regents
University of North Texas System
Dallas, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained inovernment Auditing Standards
issued by the Comptroller General of the United States, the financig#fStatements of the business-type
activities, and the aggregate discretely presented component units University of North Texas System
(System), an agency of the State of Texas as of and for the yea ugust 31, 2025, and the related
notes to the financial statements, which collectively comprise i [
have issued our report thereon dated December 11, 2025.

Our report includes a reference to other auditors who a
North Texas Foundation, Inc. and the University of North
report on the System’s financial statements. T [
Foundation, Inc. and the University of North Tex
Government Auditing Standards.

ancial statements of the University of
Health Foundation, as described in our
ments of the University of North Texas
n were not audited in accordance with

Report on Internal Control Over Finang

In planning and performing our a jal sWitements, we considered System's internal control

or employees, in the normal c8 performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basiSK material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
or significant deficiencies may exist that have not been identified.

(Continued)



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether System's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

$XGL 6LIQDWXUH

Dallas, TX
December 11, 2025




Board of Regents
University of North Texas System
Dallas, Texas

Professional standards require that we communicate certain matters to keep you adequately informed
about matters related to the financial statement audit that are, in our professional judgment, significant and
relevant to your responsibilities in overseeing the financial reporting process. We communicate such
matters in this report.

AUDITOR’S RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE
UNITED STATES OF AMERICA

Our responsibility is to form and express an opinion about whethe ncial statements that have been
prepared by management with your oversight are presented fgiffy, i terial respects, in conformity
with accounting principles generally accepted in the United
statements does not relieve you of your responsibiliti
responsibilities. Refer to our engagement letter with th
further information on the responsibilities of management

AUDITOR’S RESPONSIBILITY UNDER GOVER

As part of obtaining reasonable assurg er the System’s financial statements are free of

’ tem’s compliance with certain provisions of laws,
regulations, contracts, and grant a
effect on the determination of finan
on compliance with those proyal &Kot an objective of our audit, and accordingly, we do not express

COMMUNICATIONS REGARDNgF OUR INDEPENDENCE FROM THE SYSTEM
Auditing standards generally accepted in the United States of America require independence for all audits,
and we confirm that we are independent auditors with respect to the System under the independence
requirements established by the American Institute of Certified Public Accountants.

Additionally, we wish to communicate that we have no relationships with the System that, in our professional

judgment, may reasonably be thought to bear on our independence and that we gave significant
consideration to in reaching the conclusion that our independence has not been impaired.

PLANNED SCOPE AND TIMING OF THE AUDIT

We are to communicate an overview of the planned scope and timing of the audit. Accordingly, the following
matters regarding the planned scope and timing of the audit were discussed with you on October 20, 2025.



X How we proposed to address the significant risks of material misstatement, whether due to
fraud or error.

Our approach to internal control relevant to the audit.

X The concept of materiality in planning and executing the audit, focusing on the factors
considered rather than on specific thresholds or amounts.

X The nature and extent of specialized skills or knowledge needed to plan and evaluate the
results of the audit, including the use of an auditor's expert.

X Your views and knowledge of matters you consider warrant our attention during the audit, as
well as your views on:

0 The allocation of responsibilities between you and management.

o0 The System’s objectives and strategies, and the related business risks that may result
in material misstatements.

o Significant communications between the System and regulators.

o Other matters you believe are relevant to the audit of the financial statements.
Matters relative to the use of other auditors/other accountants during the audit:

o Anoverview of the type of work to be performed by other auditors/other accountants.

o0 The basis for the decision to make reference to the audi the other auditor in our
report on the System’s financial statements. <remove if

o0 An overview of the nature of our planned involveme
the other auditor/other accountant.

ork to be performed by

SIGNIFICANT ACCOUNTING POLICIES AND MANAG T DGMENTS AND ACCOUNTING

ESTIMATES

Significant Accounting Policies: Those Charged ce Would be informed of the initial selection

of and changes in significant accounting policies or
should be aware of methods used to accg i

n. Also, Those Charged with Governance
t unusual transactions and the effect of significant
here there is a lack of authoritative consensus. We
orm Those Charged with Governance about such

g Its oversight role, we also provide the following.

Impact of Adoption

GASB Statement No.
Absences”

unified model. This statement \gires that a
liability for compensated absences be recognized
if all of these occur: 1) The leave is attributable to
services already rendered. 2) The leave
accumulates. 3) The leave is more likely than not
to be used for time off or otherwise paid in cash or
settled through noncash means. This statement
amends the existing disclosure requirement to
disclose the gross increases and decreases in a
liability for compensated absences to allow
governments to disclose only the net change in
the liability, and it no longer requires the
government to disclose which governmental funds
typically have been used to liquidate the liability
for compensated absences.

Upon adoption of this Statement, the System
restated the August 31, 2024 net position as
related to compensated absences in the amount
of $3,471,21 and updated the footnote
disclosures.




Accounting Standard Impact of Adoption

GASB Statement No. 102, “Certain Risk Adoption of this Statement did not have a material
Disclosures” impact on the System'’s financial position or
Provides guidance to assess and disclose results of operations.

information regarding certain concentrations or
constraints and related events that may have a
substantial impact and negatively affect the level
of service a government provides.

Significant Unusual Transactions . No such matters noted.

Significant Accounting Policies in No such matters noted.
Controversial or Emerging Areas.

Management Judgments and Accounting Estimates: Further, accounting estimates are an integral part of
the financial statements prepared by management and are based upon management’s current judgments.
These judgments are based upon knowledge and experience aboy past and current events and
assumptions about future events. Certain estimates are particularly sgé¥itive because of their significance
and because of the possibility that future events affecting them Mfer markedly from management’s
current judgments and may be subject to significant change in t

estimates and the primary basis for our conclusions regal asonableness of those estimates.

Significant Accounting

g Process Used \®& a0
Estimate
Allowance for Doubtful The allowance for § We tested this accounting

Accounts and Bad Debt was detegaadged by Flgement by | estimate by analytically reviewing
Expense sideration of | receivable amounts.

Basis for Our Conclusions

Fair Values of Investme We tested the propriety of

information underlying
management’s estimates.

¥s of its investments.

Useful Lives of Capital anagement has determined the We tested the propriety of
Assets economic useful lives of capital information underlying
assets based on past history of management’s estimates.

similar types of assets, future plans
as to their use, and other factors that
impact their economic value to the
System.




Significant Accounting

X Process Used by Management Basis for Our Conclusions
Estimate
Pension and Amounts reported for pension and We reviewed the reasonableness
Postretirement Obligations | postretirement obligations require of these estimates and

management to use estimates that assumptions.
may be subject to significant change
in the near term. These estimates
are based on projection of the
weighted average discount rate, rate
of increase in future compensation
levels, and weighted average
expected long-term rate of return on
pension assets.

AUDITOR'S JUDGMENTS ABOUT QUALITATIVE ASPECTS OF SIGNIFICANT ACCOUNTING
PRACTICES

We are to discuss with you our comments about the following matters r
policies and financial statement disclosures. Accordingly, these m
meeting with you.

ted to the System’s accounting
s will be discussed during our

X The appropriateness of the accounting policies to the ' mstances of the System,
considering the need to balance the cost of providin i likely benefit to users
of the System's financial statements.

The overall neutrality, consistency, and clarity of ures in the financial statements.
The effect of the timing of transactions in telation to eriod in which they are recorded.
The potential effect on the financial SY@ ficant risks and exposures, and
uncertainties that are disclosed in the fina .

X The extent to which the financig e affected by unusual transactions including
nonrecurring amounts recognj priod, and the extent to which such transactions

X Theissues involved, and re g pade, in formulating particularly sensitive financial
statement disclosures.

X The selective cd i i statements, for example, correcting misstatements with the
effect of increasing drnings, but not those that have the effect of decreasing reported
earnings.

CORRECTED AND UNCORRECTED MISSTATEMENTS

Corrected Misstatements: We are to inform you of material corrected misstatements that were brought to
the attention of management as a result of our audit procedures. There were no such misstatements.

Uncorrected Misstatements: We are to inform you of uncorrected misstatements that were aggregated by
us during the current engagement and pertaining to the latest and prior period(s) presented that were
determined by management to be immaterial, both individually and in the aggregate, to the financial
statements taken as a whole. Uncorrected misstatements or matters underlying the uncorrected
misstatements could potentially cause future-period financial statements to be materially misstated, even if
it was concluded that the uncorrected misstatements are immaterial to the financial statements under audit.
There were no such misstatements.




OTHER COMMUNICATIONS

Communication ltem

Results

Other Information Included in an Annual

Report

Information may be prepared by management that
accompanies or includes the financial statements.
To assist your consideration of this information,
you should know that we are required by audit
standards to read such information and consider
whether a material inconsistency exists between
the other information and the financial statements.
We are also to remain alert for indications that:

X Material inconsistency exists between the
other information and the auditor’'s knowledge
obtained in the audit; or

X A material misstatement of fact exists, or the
other information is otherwise misleading.

If we identify a material inconsistency between the
other information and the financial statements, we
are to seek a resolution of the matter.

We read the other information and noted no
material inconsistencies or misstatement of facts
based on our reading thereof.

Significant Difficulties Encountered During the
Audit

We are to inform you of any significant difficulties
encountered in dealing with management related
to the performance of the audit.
Disagreements with Management

We are to discuss with you any disagreements
with management, whether or not satisiz i

financial statements or the audito
Difficulties or Contentious Matters

During the audit, there were no such issues for
which we consulted outside the engagement
team.

Content of the Auditor's Rep0d
We are to discuss with you any €ircumstances
that affect the form and content of the auditor's
report, if any.

There are no such circumstances that affect the
form and content of the auditor's report.

Consultations with Other Accountants

If management consulted with other accountants
about auditing and accounting matters, we are to
inform you of such consultation, if we are aware of
it, and provide our views on the significant matters
that were the subject of such consultation.

We are not aware of any instances where
management consulted with other accountants
about auditing or accounting matters since no
other accountants contacted us, which they are
required to do by Statement on Auditing
Standards No. 50, before they provide written or
oral advice.

Representations the Auditor Is Requesting

from Management

We are to refer you to management’s requested
written representations to us.

We direct your attention to a copy of the letter of
management’s representation to us provided
separately.




Communication ltem

Results

Significant Issues Discussed, or Subject to
Correspondence, With Management

We are to communicate to you any significant
issues that were discussed or were the subject of
correspondence with management.

There were no such significant issues discussed,
or subject to correspondence, with management.

Significant Related Party Findings or Issues

We are to communicate to you significant findings
or issues arising during the audit in connection
with the System’s related parties.

There were no such findings or issues that are, in
our judgment, significant and relevant to you
regarding your oversight of the financial reporting
process.

Other Findings or Issues We Find Relevant or
Significant

We are to communicate to you other findings or
issues, if any, arising during the audit that are, in
our professional judgment, significant and relevant
to you regarding your oversight of the financial
reporting process.

There were no such other findings or issues that
are, in our judgment, significant and relevant to
you regarding your oversight of the financial
reporting process.

We are pleased to serve your System as its independent auditor
relationship. We provide the above information to assist you in p
and would be pleased to discuss this letter or any matters further
solely for the information and use of the Board of Regents
intended to be and should not be used by anyone other th

Dallas, Texas
December , 2025

te, management, and is not
ies.

$XGLMRQDWXUH

d look forward to our continued
ing your oversight responsibilities
u desire. This letter is intended
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