
EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 
AUDIT COMMITTEE 

APRIL 2020 MEETING 

8:30-9:30 am ET 
Friday 
April 24, 2020 

Telephonic Meeting 

AGENDA 

I. Call to Order

II. Roll Call

III. Approval of Minutes from the February 21, 2020 Audit Committee

IV. Annual Review of Charters (5 minutes)
A. Audit Committee Charter
B. Internal Audit Charter

V. Annual Review of Policies (5 minutes)
A. Internal Audit Policy
B. Preventing and Reporting Fraud, Waste, and Abuse Policy
C. Conflict of Interest Policy (TBR)

VI. Revisions to the FY 2019-2020 Audit Plan (5 minutes)

VII. Audit Work Performed February 2020 through March 2020 (15 minutes)
A. Women’s Soccer Expenditures
B. Honors College Timekeeping
C. NACHA
D. Memorandum on Investigations
E. Completed Audit Heat Map

VIII. Recommendation Log Status as of March 31, 2020 (5 minutes)
A. Recommendation Log

IX. Review of Audited Financial Statements from the Comptroller of the Treasury (5 
minutes)

X. Other Business

XI. Executive Session to Discuss Active Audits and Enterprise Risk Management

XII. Adjournment 
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

ACTION ITEM 

DATE: April 24, 2020 

ITEM: Minutes from the February 21, 2020 

COMMITTEE: Audit Committee 

RECOMMENDED ACTION: Approve 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

The minutes of the February 21, 2020 meeting of the Audit Committee are included in the 
meeting materials. 

MOTION: I move that the Board of Trustees adopt the resolution, approving the minutes 
as outlined in the meeting materials. 

RESOLVED: The reading of the minutes of the February 21, 2020 meeting of the 
Audit Committee of the Board of Trustees is omitted, and the minutes are approved 
as presented in the meeting materials, provided that the Secretary is authorized to 
make any necessary edits to correct spelling errors, grammatical errors, format 
errors, or other technical errors subsequently identified. 
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 
AUDIT COMMITTEE 

MINUTES 

February 21, 2020 
Johnson City, Tennessee 

The East Tennessee State University Board of Trustees’ Audit Committee met at 9 a.m. on 
Friday, February 21, 2020 at the Millennium Center on ETSU’s main campus in Johnson City, 
Tennessee. 

I. CALL TO ORDER

David Golden, Vice-Chairman of the ETSU Board of Trustees and Chairman of the
Audit Committee, called the meeting to order at 9:00 a.m.

II. ROLL CALL

Board of Trustees Secretary Adam Green discussed the process for having a board
member participate by electronic means.  He asked Trustee Grisham, who was
participating by phone, if she was able to hear him.  She confirmed that she could
hear those in the Millennium Center meeting room and the Trustees stated they could
clearly hear her.  Trustee Grisham also reported that she was alone in the room where
she was participating.   In addition to Trustee Grisham, committee members present
were Trustee Ron Ramsey and Trustee David Golden.  Other Board of Trustees in
attendance were Trustee Steve DeCarlo, Trustee Cristopher Santana, Trustee Virginia
Foley, and Chairman Scott Niswonger.

III. APPROVAL OF MINUTES FROM THE NOVEMBER 15, 2019 AUDIT
COMMITTEE

The minutes from the November 15, 2019 meeting were reviewed. Trustee Ramsey
moved for them to be approved and Trustee Golden seconded the motion.  A roll call
vote was taken and the motion passed.

IV. POLICY ON DEVELOPMENT AND ADMINISTRATIVE RULEMAKING

Trustee Golden introduced Mark Fulks, University Counsel, who explained that the
Policy on Development and Administrative Rulemaking formalizes the existing
policy process while establishing the Office of University Compliance as an informal
policy office to work with the originators and sponsors on guiding policies through
the process.  This policy was available for public comment from September 30 –
October 9.  During the October meetings of the Academic Council and the University
Council, both bodies approved the policy.  This policy complies with Board of
Trustees’ delegation of authority to the President and the university’s shared
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governance model.   The policy is also in compliance with Tennessee’s Uniform 
Administrative Procedures Act for making university rules.  Trustee Grisham made a 
motion for approval and Trustee Ramsey seconded the motion.  A roll call vote was 
taken, and the motion passed.  

V. PUBLIC RECORDS RULE

Pursuant to the Tennessee Public Records Act, government entities must promulgate
rules regarding public records.  Once approved by the Board of Trustees, this
proposed rule will be examined by the Tennessee Attorney General’s Office prior to a
public rulemaking hearing for public comment on the rule. The proposed rule
complies with the Tennessee Public Records Act and the Family Educational Rights
and Privacy Act (FERPA). This proposed rule will be presented by Mark Fulks for
approval to be further presented at a public rulemaking hearing.  A roll call vote was
taken, and the motion passed.

VI. ANNUAL SECURITY AND FIRE SAFETY REPORT

President Noland shared an overview of ETSU’s 2019 Annual Security and Fire
Safety Report, which is published in accordance with the Jeanne Clery Disclosure of
Campus Security Policy and Crime Statistics Act.  The report includes specific
security practices and resources that are available for the entire campus community in
an effort to reduce the risk of becoming a victim of a crime.  This report is kept on the
ETSU safety website.  In response to a question from one of the trustees, Dr. Noland
explained that there are times that the Johnson City Police Department does assist in
the response to an incident on campus, such as an automobile accident.

VII. REVISIONS TO THE FY 2019-2020 AUDIT PLAN

Ms. Rebecca Lewis reported that since the last meeting her office received one
concern, which resulted in an active investigation.  She is also requesting that the
Women’s Soccer expenditures be added to the audit plan in light of the resignation of
the head coach and that the timekeeping audits be removed from the plan since they
have not yet begun.

Trustee Golden stated that he feels it is important that it is a good allocation of
resources for Ms. Lewis and her team to focus on the major initiatives.  Trustee
Ramsey made a motion to approve the revisions to the audit plan, and Trustee
Grisham seconded the motion.  A roll call vote was taken, and the motion passed.

VIII. AUDIT WORK PERFROMED NOVEMBER 2019 THROUGH JANUARY
2020

Three audits have been performed since the last meeting:

WETS-FM Radio:  This is a financial statement audit that is performed annually at
the request of the Corporation for Public Broadcasting.  There were no findings, and
an unmodified opinion was issued. No material weaknesses were noted.
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Timekeeping – International Programs:  The audit was performed, and no findings 
or observations were identified.   

Payroll Services: An investigation related to Payroll Services Fraud was completed.  
This investigation involved two employees whose payroll was diverted to a fraudsters 
bank account.  The university was able to recuperate a portion of the diverted funds.  
The amount diverted was approximately $7,000 and the recovery amount was around 
$3,700. Both Payroll and ITS made immediate improvements to strengthen the 
university’s controls to help prevent similar issues from occurring. No evidence was 
discovered to indicate an employee was involved in the fraud. 

A copy of the Audit Heat Map was presented to the committee. 

IX. RECOMMENDATION LOG STATUS AS OF JANUARY 31, 2020

The recommendation log reflected that several follow-up reviews since the last audit
committee meeting have been completed.

No other business items were noted.  The committee meeting adjourned and went into
executive session.
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

INFORMATION ITEM 

DATE: April 24, 2020 

ITEM: Annual Review of Charters 

COMMITTEE: Audit Committee 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

Audit Committee Charter – The specifications in TCA § 4-35-103 require that an audit 
committee develop a charter addressing the committee’s purpose, powers, duties, and mission. As 
outlined in TCA § 4-15-105 the responsibilities of the Audit Committee include “overseeing the 
university’s financial reporting and related disclosures, especially when financial statements are issued; 
evaluating management's assessment of the body's system of internal controls; formally reiterating, on 
a regular basis, to the state governing board, council, commission, equivalent body, or management 
and staff of the agency to which the audit committee is attached, the responsibility of the state 
governing board, council, commission, equivalent body, or management and staff of the agency for 
preventing, detecting, and reporting fraud, waste, and abuse; serving as a facilitator of any audits or 
investigations of the body to which the audit committee is attached, including advising auditors and 
investigators of any information the audit committee may receive pertinent to audit or investigative 
matters; informing the comptroller of the treasury of the results of assessment and controls to reduce 
the risk of fraud; and promptly notifying the comptroller of the treasury of any indications of fraud.” 

Internal Audit Charter – The Office of Internal Audit adheres to the Institute of Internal 
Auditors’ mandatory guidance including the Definition of Internal Auditing, the Core Principles 
for the Professional Practice of Internal Auditing, the Code of Ethics, and the International 
Standards for the Professional Practice of Internal Auditing (Standards). To that end, the Office 
of Internal Audit has a charter, which outlines the following, the Office’s: purpose; authority and 
scope; role and responsibility; organizational status/reporting structure; audit standards and ethics; 
and how often the charter should be reviewed.  
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East Tennessee State University 

Internal Audit Charter 

Introduction 

East Tennessee State University is governed by a Board of Trustees, consisting of 10 members 
(the Board) as determined by state law. The Audit Committee is a standing committee of the Board.  
The Chief Internal Auditor reports functionally to the Audit Committee of the Board and reports 
to the President for administrative purposes.  This reporting structure assures the independence of 
the internal audit function. 

Purpose 

Internal Audit is an independent, objective assurance and consulting activity designed to add value 
and improve East Tennessee State University management systems.  Internal Audit helps East 
Tennessee State University accomplish its objectives by bringing a systematic, disciplined 
approach to evaluate and improve the effectiveness of management’s risk management, control, 
and governance processes.  Internal Audit assists East Tennessee State University’s management 
in the effective discharge of their duties and responsibilities by evaluating activities, 
recommending improvements and providing other information designed to promote effective 
controls.   

Assurance services involve the internal auditor’s objective assessment of evidence to provide an 
independent opinion or conclusions regarding an entity, operation, function, process, system, or 
other subject matter. The nature and scope of the assurance engagement are determined by the 
internal auditor. There are generally three parties involved in assurance services: (1) the person or 
group directly involved with the entity, operation, function, process, system, or other subject 
matter — the process owner, (2) the person or group making the assessment — the internal auditor, 
and (3) the person or group using the assessment — the user. 

Consulting services are advisory in nature, and are generally performed at the specific request of 
an engagement client. The nature and scope of the consulting engagement are subject to agreement 
with the engagement client. Consulting services generally involve two parties: (1) the person or 
group offering the advice — the internal auditor, and (2) the person or group seeking and receiving 
the advice — the engagement client. When performing consulting services, the internal auditor 
should maintain objectivity and not assume management responsibility. 

East Tennessee State University’s management has the primary responsibility for establishing and 
maintaining a sufficient system of internal controls as well as the enterprise risk management 
process.  
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Authority and Scope 

Internal Audit’s review of operations may include the examination and evaluation of the 
effectiveness of all aspects of operations at East Tennessee State University.  In the course of its 
work, Internal Audit has full and complete direct access to all East Tennessee State University 
books, electronic and manual records, physical properties, and personnel information relative to 
the performance of duties and responsibilities.  All documents and information given to Internal 
Audit during their work will be handled in the same prudent manner that East Tennessee State 
University expects of the employees normally accountable for them. 

Other than its work performed in conjunction with its quality assurance and improvement program, 
Internal Audit has neither direct responsibility for, nor authority over, any of the activities, 
functions, or tasks it reviews nor shall their review relieve others of their responsibilities.  The 
internal auditors must maintain a high degree of independence and not be assigned duties or engage 
in any operations or decision making in any activities that they would normally be expected to 
review or evaluate as part of the normal audit function. 

Role and Responsibility 

The role of Internal Audit is to assist members of the organization in the effective discharge of 
their responsibilities.  Meaningful internal auditing requires cooperation among Internal Audit, 
East Tennessee State University’s administration, and the department being audited.  In fulfilling 
their responsibilities, Internal Audit will: 

 Comply with auditing standards established by the Institute of Internal Auditors to ensure
the effectiveness and quality of the internal audit effort.

 Develop and implement audit plans after consultation with the President and the Audit
Committee that respond to both risk and cost effectiveness criteria.

 Review the reliability and integrity of information, and the information technology
processes that produce that information.

 Verify compliance with applicable policies, guidelines, laws, and regulations.

 Suggest policies and procedures or improvements to existing policies and procedures
where appropriate.

 Provide audit reports that identify internal control issues and make cost-effective
recommendations to strengthen control.
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 Facilitate the resolution of audit issues with administrators who have the most direct
involvement and accountability.

 Review institutional operations (financial and other) on an advisory basis to inform and
assist management in the successful execution of their duties.

 Assist with audits or perform certain agreed upon procedures for external parties.  External
parties include but are not limited to audit offices of federal and state governments and
related agencies.

 Review management’s risk assessment process and advise management on the
reasonableness and propriety of the assessment.

 Promote and evaluate fraud prevention and identification programs and investigate
allegations involving fraud, waste, and abuse.

 Demonstrate and promote appropriate ethics and values within the organization.

 Communicate activities and information among the board, internal auditors, external
auditors and the administration.

Organizational Status/Reporting Structure 

The Chief Internal Auditor reports functionally to the Audit Committee of the Board and reports 
to the President for administrative purposes.  

The internal auditing services provided by Internal Audit are reported directly to the President and 
the Audit Committee of the Board.  All audit work is summarized in timely written reports 
distributed to management to ensure that the results are given due consideration.  In addition to 
management, reports or summaries are distributed to all members of the Audit Committee and to 
the State of Tennessee, Comptroller’s Office.   Management is provided a discussion draft of the 
audit report prior to the report being issued.  Internal Audit is responsible for following up timely 
on audit findings to ascertain the status of management’s corrective actions.   

Audit Standards and Ethics 

The Internal Audit function adheres to The Institute of Internal Auditors' mandatory guidance 
including the Definition of Internal Auditing, the Core Principles for the Professional Practice of 
Internal Auditing, the Code of Ethics, and the International Standards for the Professional 
Practice of Internal Auditing (Standards). This mandatory guidance constitutes principles of the 
fundamental requirements for the professional practice of internal auditing and for evaluating the 
effectiveness of the internal audit activity’s performance. 
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

INFORMATION ITEM 

DATE: April 24, 2020 

ITEM: Annual Review of Policies 

COMMITTEE: Audit Committee 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

The Board of Trustees is committed to the responsible stewardship of its resources. Management 
of the university is responsible for maintaining a work environment that promotes ethical and 
honest behavior. Additionally, it is the responsibility of management to establish and implement 
internal control systems and procedures to prevent and detect irregularities, including fraud, waste 
and abuse. Management at all levels should be aware of the risks and exposures inherent in their 
areas of responsibility, and should establish and maintain proper internal controls to provide for 
the security and accountability of all resources entrusted to them.  

Internal Audit Policy – addresses staffing, responsibilities of the internal audit function, audit 
planning and reporting on internal audit activities.  

Preventing and Reporting Fraud, Waste, and Abuse – provides the university community with 
the guidelines on preventing and reporting such activities. 

Conflict of Interest Policy (TBR) – provides the university community and Board of Trustees 
with the guidelines related to conflicts of interest. 
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East Tennessee State University Policy 

Policy Title:  Internal Audit 

Policy Type:    Finance/Administration      New/revised:   Revised 

Old Policy #:  4:01:05:00 

Approval level:  ☒  Board of Trustees  [Select box for appropriate level of anticipated final approval]

☐  President
☐  Vice President
☐  Other (specify here)

Purpose:  This  policy  addresses  staffing,  responsibilities  of  the  internal  audit  function,  audit 
planning and reporting on internal audit activities. 

Policy:   
I. General Statement

A. The internal audit function contributes to the improvement of the institution's operations
by providing objective and relevant assurance regarding risk management, control and
governance processes to management and the Board of Trustees.

B. Management  is  responsible  for  evaluating  the  institution's  risks  and  establishing  and
maintaining adequate controls and processes.

C. To provide relevant information, the internal audit activity will consider the goals of the
institution,  management's  risk  assessments  and  other  input  from  management  in
determining its risk‐based audit activities.

II. Internal Audit Standards
A. Each  internal  audit  function  shall  adhere  to  The  Institute  of  Internal  Auditors'  (IIA)

International  Standards  for  the  Professional  Practice  of  Internal  Auditing  and  Code  of
Ethics  (TCA § 4‐3‐304(9)).  The  Institute of  Internal Auditors,  International Professional
Practices  Framework  (IPPF),  incorporates  the  definition  of  internal  auditing,  the
International  Standards  for  the  Professional  Practice  of  Internal  Auditing  (Standards),
Core Principles for the Professional Practice of Internal Auditing and Code of Ethics into
one document. It includes the following definition of internal auditing:

1. Internal Auditing is an independent, objective assurance and consulting activity
designed  to add value and  improve an organization's operations.  It helps an
organization  accomplish  its  objectives  by  bringing  a  systematic,  disciplined
approach  to  evaluate  and  improve  the  effectiveness  of  risk  management,
control, and governance processes.

B. Risk is the possibility of an event occurring that will have an impact on the achievement
of an institution's goals and objectives.

1. Risk is measured in terms of the impact an event may have and the likelihood
that the event will occur.
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2. To optimize the achievement of the institution's goals and objectives, the Board
of Trustees and management act to minimize the related risks by implementing
reasonable procedures to control and monitor the risks.

C. Governance processes are the combination of processes and structures implemented by
the  Board  of  Trustees  to  inform,  direct,  manage,  and  monitor  the  activities  of  the
organization toward the achievement of its objectives.

1. Examples of such processes include:
a. The organizational structure within an institution or a department;
b. Policies, guidelines and procedures instituted by the Board of Trustees or

management  to  direct  and  control  a  particular  activity  such  as
maintenance fees or hiring practices; and

c. Preparation and review procedures for preparing reports such as annual
financial statements or federal grant or financial aid reports.

D. The  IPPF  includes  attribute  standards,  which  address  the  expected  characteristics  of
organizations  and  individuals  performing  internal  audit  activities  and  performance
standards, which describe the nature of internal audit activities and establish criteria to
evaluate the performance of internal audit activities.

E. To assure compliance with the IIA Standards, the Office of Internal Audit must implement
and  maintain  a  quality  assurance  and  improvement  program  that  incorporates  both
internal and external assessments.

1. Internal  assessments  are  ongoing,  internal  evaluations  of  the  internal  audit
activity, coupled with periodic self‐assessments and/or reviews.

2. External  assessments  enable  the  internal  audit  activity  to  evaluate
conformance with the Standards; internal audit and audit committee charters;
the organization’s risk and control assessment; the effective use of resources;
and the use of successful practices.

3. An  external  assessment must  be  performed  at  least  every  five  years  by  an
independent reviewer or review team.

4. Results  of  the  external  assessment  will  be  communicated  to  the  Audit
Committee and management.

III. Internal Audit Personnel
A. The university shall employ at least two individuals with full‐time responsibility as internal

auditors.
B. Internal Audit Staff

1. Internal audit staff must possess the professional credentials, knowledge, skills,
and other competencies needed to perform their individual responsibilities.

2. The internal audit function collectively must possess or obtain the knowledge,
skills, and other competencies needed to perform its responsibilities.

3. The Chief Internal Auditor must be licensed as a Certified Public Accountant or
a Certified Internal Auditor, maintain an active license and annually complete
sufficient,  relevant  continuing  professional  education  to  satisfy  the
requirements for the professional certification held.

4. Other  university  auditors  should  annually  complete  sufficient,  relevant
continuing professional education to satisfy the requirements for their related
professional certification or, at a minimum, forty hours of relevant continuing
professional education annually.
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5. The Chief Internal Auditor should communicate concerns to management and
the Audit Committee regarding the lack of sufficient resources to complete the
objectives of an engagement or the audit plan.

6. Such  resources may  include  the  need  for  additional  personnel  or  personnel
with  specialized  knowledge,  such  as  those  with  knowledge  of  fraud,
information technology or other technical areas.

C. The  appointment  of  the  Chief  Internal  Auditor  as  recommended  by  the  President  is
subject to approval by the Audit Committee (TCA § 49‐14‐102(a)).

D. Compensation of the Chief Internal Auditor is subject to review by the Audit Committee.
E. The termination or change of status of the Chief Internal Auditor (TCA § 49‐14‐102(b))

requires a majority vote of the Audit Committee.

IV. Internal Audit Role and Scope
A. Reporting Structure

1. In accordance with TCA § 49‐14‐102(b) and the Board of Trustees Bylaws, the
Chief Internal Auditor reports directly to the Audit Committee.

2. This  reporting  structure  assures  the  independence  of  the  internal  audit
function.

B. The internal auditors’ responsibilities include:
1. Working with management to assess institutional risks and developing an audit

plan that considers the results of the risk assessment.
2. Evaluating institutional controls to determine their effectiveness and efficiency.
3. Coordinating work with external auditors, program reviewers, and consultants.
4. Determining  the  level  of  compliance  with  internal  policies  and  procedures,

state and federal laws, and government regulations.
5. Testing  the  timeliness,  reliability,  and usefulness of  institutional  records and

reports.
6. Recommending  improvements  to  controls,  operations,  and  risk  mitigation

resolutions.
7. Assisting  the  institution  with  its  strategic  planning  process  to  include  a

complete cycle of review of goals and values.
8. Evaluating program performance.
9. Performing consulting services and special  requests as directed by  the Audit

Committee or the institution’s President.
C. The  scope  of  internal  auditing  extends  to  all  aspects  of  institutional  operations  and

beyond fiscal boundaries. The internal auditor shall have access to all records, personnel,
and physical properties relative to the performance of duties and responsibilities.

D. The  scope  of  a  particular  internal  audit  activity  may  be  as  broad  or  as  restricted  as
required to meet management needs.

E. Objectivity is essential to the internal audit function. Therefore, internal audit personnel
should not be involved in the development and installation of systems and procedures,
preparation of records, or any other activities that the internal audit staff may review or
appraise.  However,  internal  audit  personnel  may  be  consulted  on  the  adequacy  of
controls  incorporated  into  new  systems  and  procedures  or  on  revisions  to  existing
systems.

F. Management is responsible for identifying, evaluating, and responding to potential risks
that may  impact  the  achievement  of  the  institution’s  objectives.  Auditors  continually
evaluate the risk management, internal control, and governance processes. To facilitate
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these  responsibilities,  Internal  Audit  will  receive  notices  or  copies  of  external  audit 
reviews,  program  reviews,  fiscally  related  consulting  reports,  cash  shortages,  physical 
property losses, and employee misconduct. 

V. Audit Plans and Activity Reports
A. Internal  Audit  shall  develop  an  annual  audit  plan  using  an  approved  risk  assessment

methodology.
B. At  the  beginning  of  each  fiscal  year,  after  consultation  with  the  President  and  other

institution management, Internal Audit will prepare an annual audit plan. The audit plan
must be  flexible  to  respond  to  immediate  issues and will  be  revised  for  such  changes
during the year.

C. Audit plans and revisions will be reviewed and approved by the Audit Committee.
D. At the end of each fiscal year, Internal Audit will prepare an annual activity report of all

significant audit services performed.
E. Annual activity reports and approved audit plans will be provided to the Comptroller's

Office, Division of State Audit.

VI. Audit Engagements
A. Audit engagements will be planned to provide relevant results to management and the

Audit  Committee  regarding  the  effectiveness  and  efficiency of  processes  and  controls
over  operations.  To  ensure  management's  expectations  are  met,  auditors  will
communicate with management regarding the objectives and scope of the engagement.

B. In planning and during the engagement, auditors should consider and be alert to risks that
affect the  institution's goals and objectives, operations and resources. Auditors should
consider risks based on the operations under review, which include but are not limited to
the risk of financial misstatements, noncompliance and fraud.

C. An audit work program will be designed to achieve the objectives of the engagement and
will  include  the  steps  necessary  to  identify,  analyze,  evaluate  and  document  the
information gathered and the conclusions reached during the engagement.

D. Working  papers  that  are  created,  obtained  or  compiled  by  an  internal  audit  staff  are
confidential and are not an open record (TCA § 4‐3‐304(9)).

VII. Communicating Audit Results
A. A  written  report  that  documents  the  objectives,  scope,  conclusions,  and

recommendations  of  the  audit  will  be  prepared  for  audit  engagements  providing
assurance to the Board of Trustees and management. Management will include corrective
action for each reported finding.

B. Internal Audit will perform audits to follow‐up on findings or recommendations included
in internal audit and investigation reports. For these follow‐ups, a written report will be
prepared  for  any  findings  or  recommendations  that  have  not  been  corrected  and
management will be asked to include a revised corrective action plan. For follow‐ups in
which corrections have been implemented, a memo will be place in the working paper
file documenting  the  reasons  for  the  closure.    In  addition,  Internal Audit will  perform
audits to follow‐up on findings or recommendations included in State Audit reports and
a written report will be prepared.  The President, along with the Audit Committee, will be
notified at the conclusion of a follow‐up audit.

C. A  written  report  that  documents  the  objectives,  scope,  conclusions  and
recommendations  will  be  prepared  for  investigations  resulting  from  allegations  or
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identification of fraud, waste or abuse. As appropriate in the circumstances, management 
will  include corrective action for each reported finding. In a case where allegations are 
not substantiated by the review and there are no other operational concerns to report to 
management  regarding  the  review,  the case may be closed by writing a memo to  the 
working paper file documenting the reasons for closing the case. 

D. Reports on special studies, consulting services, and other non‐routine  items should be
prepared as appropriate, given the nature of the assignment.

E. All  internal  audit  reports will  be  signed by  the Chief  Internal Auditor  and  transmitted
directly to the President in a timely manner.

F. The Chief Internal Auditor will present significant results of internal audit reports to the
Audit Committee.

G. The Chief Internal Auditor will provide a copy of each report to the Comptroller's Office,
Division of State Audit.

VIII. Exceptions
A. Any exceptions to the policy established herein shall be subject to the approval of the

Audit Committee.
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East Tennessee State University Policy 

Policy Title: Preventing and Reporting Fraud, Waste or Abuse 

Policy Type:   Finance/Administration  New/revised:   Revised 

Old Policy #: 4:01:05:50 

Approval level:  ☒  Board of Trustees [Select box for appropriate level of anticipated final approval] 

☐  President

☐  Vice President

☐  Other (specify here)

Purpose: The Board of Trustees is committed to the responsible stewardship of its resources. 
Management of the university is responsible for maintaining a work environment that promotes ethical 
and honest behavior. Additionally, it is the responsibility of management to establish and implement 
internal control systems and procedures to prevent and detect irregularities, including fraud, waste and 
abuse. Management at all levels should be aware of the risks and exposures inherent in their areas of 
responsibility, and should establish and maintain proper internal controls to provide for the security and 
accountability of all resources entrusted to them. 

Definitions: 
• Fraud - An intentional act to deceive or cheat, ordinarily for the purpose or result of causing a

detriment to another and/or bringing about some benefit to oneself or others. Fraudulent
activities may include, but are not limited to the following:

o Theft, misappropriation, misapplication, destruction, removal, or concealment of any
institutional assets or resources, including but not limited to funds, securities, supplies,
equipment, real property, intellectual property or data.

o Improper use or assignment of any institutional assets or resources, including but not
limited to personnel, services or property.

o Improper handling or reporting of financial transactions, including use, acquisitions and
divestiture of state property, both real and personal.

o Authorization or receipt of compensation for hours not worked.
o Inappropriate or unauthorized use, alteration or manipulation of data, computer files,

equipment, software, networks, or systems, including personal or private business use,
hacking and software piracy.

o Forgery or unauthorized alteration of documents.
o Falsification of reports to management or external agencies.
o Pursuit of a personal benefit or advantage in violation of the ETSU Conflict of Interest

Policy.
o Concealment or misrepresentation of events or data.
o Acceptance of bribes, kickbacks or any gift, rebate, money or anything of value

whatsoever, or any promise, obligation or contract for future reward, compensation,
property or item of value, including intellectual property.
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• Waste - Waste involves behavior that is deficient or improper when compared with behavior
that a prudent person would consider a reasonable and necessary business practice given the
facts and circumstances. Waste is a thoughtless or careless act, resulting in the expenditure,
consumption, mismanagement, use, or squandering of institutional assets or resources to the
detriment or potential detriment of the institution. Waste may also result from incurring
unnecessary expenses due to inefficient or ineffective practices, systems, or controls. Waste
does not necessarily involve fraud, violation of laws, regulations, or provisions of a contract or
grant agreement.

• Abuse - Abuse involves behavior that is deficient or improper when compared with behavior
that a prudent person would consider a reasonable and necessary business practice given the
facts and circumstances. Abuse also includes misuse of authority or position for personal
financial interest or those of an immediate or close family member or business associate. Abuse
does not necessarily involve fraud, violation of laws, regulations, or provisions of a contract or
grant agreement. (U.S. Government Accountability Office, Government Auditing Standards, July
2007.)

Policy: 
I. Preventing Fraud, Waste or Abuse

A. Maintaining an Ethical Work Environment
1. Management is responsible for maintaining a work environment that

promotes ethical and honest behavior on the part of all employees, students,
contractors, vendors and others.

2. To do so, management at all levels must behave ethically and communicate to
employees and others that they are expected to behave ethically.

3. Management must demonstrate through words and actions that unethical
behavior will not be tolerated.

B. Implementing Effective Internal Control Systems
1. Management of the university has the responsibility to establish and

implement internal control systems and procedures to prevent and detect
irregularities, including fraud, waste and abuse.

2. Internal controls are processes performed by management and employees to
provide reasonable assurance of:

a. Safeguards over institutional assets and resources, including but not
limited to cash, securities, supplies, equipment, property, records, data
or electronic systems;

b. Effective and efficient operations;
c. Reliable financial and other types of reports; and
d. Compliance with laws, regulations, contracts, grants and policies.

3. To determine whether internal controls are effective, management should
perform periodic risk and control assessments, which should include the
following activities:

a. Review the operational processes of the unit under consideration.
b. Determine the potential risk of fraud, waste, or abuse inherent in each

process.
c. Identify the controls included in the process (or controls that could be

included) that result in a reduction in the inherent risk.
d. Assess whether there are internal controls that need to be improved or

added to the process under consideration.
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e. Implement controls or improve existing controls that are determined to
be the most efficient and effective for decreasing the risk of fraud,
waste or abuse.

4. Most managers will find that processes already include a number of internal
controls, but these controls should be monitored or reviewed for adequacy
and effectiveness on a regular basis and improved as needed. Typical
examples of internal controls may include, but are not limited to:

a. Adequate separation of duties among employees.
b. Sufficient physical safeguards over cash, supplies, equipment and other

resources.
c. Appropriate documentation of transactions.
d. Independent validation of transactions for accuracy and completeness.
e. Documented supervisory review and approval of transactions or other

activities.
f. Proper supervision of employees, processes, projects or other

operational functions.
C. Reviews of Internal Control Systems

1. Audits or other independent reviews may be performed on various
components of the internal control systems.

D. Internal Audit
1. Internal Audit is responsible for assessing the adequacy and effectiveness of

internal controls that are implemented by management and will often
recommend control improvements as a result of this assessment.

2. During an audit of a department or process, Internal Audit will also perform
tests designed to detect fraud, waste or abuse that may have occurred.

E. External Audits
1. The Tennessee Department of Audit, Division of State Audit, performs

periodic financial audits of the university.
2. One purpose of this type audit is to evaluate an institution’s internal controls,

which will often result in recommendations for control improvements.
3. State Audit will also perform tests designed to detect fraud, waste or abuse

that may have occurred.
F. Other Reviews

1. Various programs may be subject to audits or reviews by federal, state or
other outside agencies based on the type of program, function or funding.

2. Although audits and reviews may include assessments of internal controls, the
primary responsibility for prevention and detection of fraud, waste or abuse
belongs to management.

3. Therefore, management should take steps to review internal controls whether
or not audits are to be performed.

II. Reporting Fraud, Waste or Abuse
A. Responsibility for Reporting Fraud, Waste or Abuse

1. Any official of any agency of the state having knowledge that a theft, forgery,
credit card fraud, or any other act of unlawful or unauthorized taking, or
abuse of, public money, property, or services, or other shortages of public
funds has occurred shall report the information immediately to the office of
the Comptroller of the Treasury (TCA § 8-19-501(a)), To ensure compliance
with this statute, the university provides a means for employees and others to
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report such matters, which are subsequently reported to the Comptroller's 
Office. 

a. Institutional administration with knowledge of fraud, waste or abuse
will report such incidents immediately.

b. Others, including institutional management, faculty and staff with a
reasonable basis for believing that fraud, waste or abuse has occurred
are strongly encouraged to immediately report such incidents (TCA § 8-
50-116).

c. Students, citizens and others are also encouraged to report known or
suspected acts of fraud, waste or abuse.

d. Although proof of an improper activity is not required at the time the
incident is reported, anyone reporting such actions must have
reasonable grounds for doing so.

e. Employees with knowledge of matters constituting fraud, waste or
abuse, that fail to report it or employees who knowingly make false
accusations may be subject to disciplinary action.

B. Protection from Retaliation
1. State law (TCA § 8-50-116) prohibits discrimination or retaliation against

employees for reporting allegations of dishonest acts or cooperating with
auditors conducting an investigation.

2. The Higher Education Accountability Act of 2004 directs that a person who
knowingly and willingly retaliates or takes adverse action of any kind against
any person for reporting alleged wrongdoing pursuant to the provisions of this
part commits a Class A misdemeanor.

C. Confidentiality of Reported Information
1. According to TCA § 49-14-103, detailed information received pursuant to a

report of fraud, waste or abuse or any on-going investigation thereof shall be
considered working papers of the internal auditor and shall be confidential.

2. Although every attempt will be made to keep information confidential,
circumstances such as an order of a court or subpoena may result in
disclosure.

3. Also, if the university has a separate legal obligation to investigate the
complaint (e.g. complaints of illegal harassment or discrimination), the
university cannot ensure anonymity or complete confidentiality.

D. Methods for Reporting Fraud, Waste or Abuse
1. Any employee who becomes aware of known or suspected fraud, waste or

abuse should immediately report the incident to an appropriate departmental
official. Incidents should be reported to one of the following officials or
offices:

a. A supervisor or department head;
b. an institutional official;
c. University Counsel;
d. Human Resources;
e. the institutional internal auditor;
f. the Tennessee Comptroller of the Treasury’s Hotline for fraud, waste

and abuse at 1-800-232-5454.
2. If the incident involves their immediate supervisor, the employee should

report the incident to the next highest-level supervisor or one of the officials
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or offices listed above. Employees should not confront the suspected 
individual or initiate an investigation on their own since such actions could 
compromise the investigation. 

3. A department official or other supervisor who receives notice of known or
suspected fraud, waste or abuse must immediately report the incident to the
following:

a. President/Chief Financial Officer (or designee)
b. Internal Audit Office
c. Department of Public Safety (when appropriate)

4. The President/Vice President or designee receiving such notice will
immediately notify the Chief Internal Auditor regarding the acknowledged or
suspected fraud or misconduct.

5. The Chief Internal Auditor will notify the Comptroller of the Treasury of
instances of fraud, waste, or abuse.

6. After initial notification, the university should refer to applicable
policies/guidelines related to institutional losses for additional reporting
procedures.

III. Investigations/Actions
A. Cooperation of Employees

1. Individuals involved with suspected fraud, waste or abuse should assist with
and cooperate in any authorized investigation, including providing complete,
factual responses to questions and either providing access to or turning over
relevant documentation immediately upon request by any authorized person.

2. The refusal by an employee to provide such assistance may result in
disciplinary action.

B. Remedies Available
1. The university will evaluate the information provided and make a

determination concerning external reporting obligations, if any, and the
feasibility of pursuing available legal remedies against persons or entities
involved in fraud, waste or abuse against the institution.

2. Remedies include, but are not limited to;
a. terminating employment,
b. requiring restitution, and
c. forwarding information regarding the suspected fraud to appropriate

external authorities for criminal prosecution.
3. In those cases where disciplinary action is warranted, the Office of Human

Resources, Office of University Counsel, and other appropriate offices shall be
consulted prior to taking such action, and applicable institutional and Board of
Trustees policies related to imposition of employee discipline shall be
observed.

C. Resignation of Suspected Employee
1. If the employee suspected of gross misconduct resigns, the investigation will

continue despite the resignation.
2. The employment records must reflect the situation as of the date of the

resignation and the outcome of the investigation.
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D. Effect on Annual Leave
1. An employee who is dismissed for gross misconduct or who resigns or retires

to avoid dismissal for gross misconduct shall not be entitled to any payment
for accrued but unused annual leave at the time of dismissal (TCA § 8-50-807).

E. Student Involvement
1. Students found to have participated in fraud, waste or abuse as defined by

this policy will be subject to disciplinary action pursuant to the student
disciplinary policy.

2. The Vice President of Student Affairs (or designee) will be responsible for
adhering to applicable due process procedures and administering appropriate
disciplinary action.

F. Confidentiality during Investigation
1. All investigations will be conducted in as strict confidence as possible, with

information sharing limited to persons on a “need to know” basis.
2. The identities of persons communicating information or otherwise involved in

an investigation or allegation of fraud, waste or abuse will not be revealed
beyond the university unless necessary to comply with federal or state law, or
if legal action is taken.

G. Management’s Follow-up Responsibility
1. Administrators at all levels of management must implement, maintain, and

evaluate an effective compliance program to prevent and detect fraud, waste
and abuse.

2. Once such activities have been identified and reported, the overall resolution
should include an assessment of how it occurred, an evaluation of what could
prevent recurrences of the same or similar conduct, and implementation of
appropriate controls, if needed.
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Conflict of Interest : 1:02:03:10 
Printed on April 2, 2018, 8:21 am

Governance, Organization, and General Policies

TCATs, Community Colleges, System Office, Board Members

This policy is intended to define the general principles which should guide the actions of members of 

the Board and of employees; offer illustrations of activities which potentially constitute a conflict of 

interest; make Board members and employees aware of disclosure requirements related to conflicts 

of interest; describe the process by which those disclosures shall be evaluated and decisions 

rendered; and describe the appeals process regarding such decisions.

• Conflict of interest - occurs when the personal interests, financial or otherwise, of a person who

owes a duty to the Tennessee Board of Regents and its constituent Institutions (Regents and all

employees) actually or potentially diverge with the person’s professional obligations to and the

best interests of the TBR and its Institutions.

• Conflict of commitment - occurs when the personal or other non-work related activities of an

employee of the TBR and its constituent Institutions impair the ability of that employee to meet

their commitments of time and energy to the TBR and its Institutions.

• Family member - includes the spouse and children (both dependent and non-dependent) of a

person covered by this policy.

• Immediate family – for purposes of Section VI.A.1.b.(2)(c), means spouse, dependent children or

stepchildren, or relatives related by blood or marriage.

Policy Area

Applicable Divisions

Purpose

Definitions

Page 1 of 13Conflict of Interest : 1:02:03:10 | policies.tbr.edu
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I. Objectives of the Conflicts of Interest Policy

A. Members of the Tennessee Board of Regents and all employees of the TBR and its constituent

Institutions all serve the interests of the State of Tennessee and its citizens, and have a duty

to avoid activities and situations which, either actually or potentially, put personal interests

before the professional obligations which they owe to the State and its citizens.

II. Pertinent Federal Regulations, State Laws, and TBR Policies

A. The following lists are intended to indicate sources of information which may provide

additional guidance regarding conflict of interest situations.

B. This policy is intended to be consistent with all pertinent Federal and State laws, regulations,

and policies, as well as with other TBR policies.

C. To the extent that conflicts arise, Federal and State laws, regulations, and policies shall take

precedence.

D. The lists are not intended to be exhaustive and additional laws, regulations, and policies may

be implicated in a given conflict of interest situation.

1. Federal Regulations

a. The National Science Foundation (NSF) and the Department of Health and Human

Services (HHS), acting through the Public Health Service (PHS) (which includes the

National Institutes of Health (NIH)), have promulgated policies and regulations

regarding conflicts of interest and disclosure of financial interests by investigators

who receive funding from these Federal agencies.

b. The NSF policy regarding researcher conflicts of interest is contained in Section 510

of NSF Publication 95-26, the Grant Policy Manual. The PHS regulations, upon which

the NSF policy is modeled, are contained in the Code of Federal Regulations at 42 CFR

50.601 et seq. and 45 CFR 94.1 et seq.

c. Other Federal agencies (e.g., the Veterans’ Administration or the Food and Drug

Administration) may require as a condition to a contract, disclosure and

management of conflicts of interest (see, for example, Veterans’ Administration

Acquisition Regulation 852.209-70).

Policy
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2. Tennessee State Law

a. Various statutes contained in the Tennessee Code Annotated (T.C.A.) are pertinent to

the issue of conflicts of interest within the TBR System, including:

(1) T.C.A. § 8-50-501, Disclosure statements of conflict of interests by certain

public officials

(2) T.C.A. § 12-2-208, Purchase by officer unlawful – penalty for violation

(3) T.C.A. § 12-2-415, State surplus property disposition regulation

(4) T.C.A. § 12-2-416, Violation of § 12-2-415

(5) T.C.A. § 12-2-417, State employee violation – punishment

(6) T.C.A. § 12-4-106, Prohibition against receiving rebates, gifts, money or

anything of value -- Conflict of interest

(7) T.C.A. § 12-4-101, Personal interest of officers prohibited

(8) T.C.A. § 12-4-102, Penalty for unlawful interest

(9) T.C.A. § 12-4-103, Bidding by state employees prohibited

(10) T.C.A. § 12-4-104, Penalty for unlawful transactions

(11) T.C.A. § 49-8-203(d), Powers and duties (of the Board of Regents)

b. It is significant to note that violation of some of these statutes may lead to criminal

penalties (e.g., violation of T.C.A. § 12-4-103 is a Class E felony).

3. TBR Policies

a. The following TBR policies and guideline deal with issues which implicate conflict of

interest situations:

(1) TBR Policy 4:02:10:00, Purchasing Policy and Procedures

(2) TBR Policy 4:02:20:00, Disposal of Surplus Personal Property

(3) TBR Policy 5:01:05:00, Outside Employment

(4) TBR Policy 5:01:06:00, Intellectual Property

(5) TBR Guideline P:090, Nepotism

III. Supplementary Institutional Policies and Regulations

A. As each Institution may deem necessary and appropriate, TBR Institutions are authorized to

develop additional Institution-specific policies, regulations, and procedures relating to

conflicts of interest and conflicts of commitment, provided such policies and regulations are
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consistent with Federal and State law and with this and other policies of the Tennessee Board 

of Regents.

IV. Applicability

A. This policy shall apply to all persons serving as members of the Board of Regents and to all

persons employed (either as full-time, part-time or temporary employees) by the Tennessee

Board of Regents and its constituent Institutions.

V. General Principles

A. It is the policy of the Tennessee Board of Regents that employees should avoid external

commitments which significantly interfere with the employee’s duties to the TBR and its

constituent Institutions (conflicts of commitment). See also TBR Policy 5:01:05:00, Outside

Employment. Disclosures of conflicts of commitment shall be made as required under Policy

5:01:05:00 and evaluated as indicated in that policy.

B. It is the further policy of the Tennessee Board of Regents that both Regents and employees

should avoid situations where the self-interests of the Regent or employee diverge from the

best interests of the TBR and its Institutions (conflict of interest).

C. The mere existence of either a potential or actual conflict of interest does not mean that such

conflict must necessarily be eliminated.

1. Where the potential detriment to the TBR and its Institutions is at most minor and

inconsequential, and the conflict does not indicate violation of Federal or State law,

regulation, or policy, those persons charged with evaluating disclosures should allow the

activity to proceed without interference.

2. For those situations which do not implicate Federal or State law, regulation or policy, the

standard by which it should be determined whether a conflict of interest should be

managed, reduced, or eliminated is whether that conflict would appear to a reasonable

person to call into question the integrity or judgment of the affected Regent or employee.

VI. Situations and Activities Creating a Conflict of Interest

A. In the following situations and activities, there is at least the appearance, and possibly the

actuality, of an employee allowing his or her personal interests, and not the best interests of

the TBR and its constituent Institutions, to affect that employee’s judgments. This list is

illustrative, and not exhaustive.
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1. Self-dealing

a. Situations in which a Regent or employee can appear to influence or actually

influence an Institutionally-related decision from which that person or a member of

that person’s family stands to realize a personal financial benefit is self-dealing, and a

conflict of interest.

b. Examples of self-dealing activities are numerous, and include those listed below.

(1) Purchase of State-owned property by an employee absent fair and open

bidding.

(a) It is unlawful for any state employee to purchase surplus state-owned

property absent a fair and open bidding process (see T.C.A. § 12-2-208 and 

T.C.A. § 12-2-417).

(b) Such purchases are also prohibited under TBR Policy 4:02:20:00.

(2) Institutional purchases from businesses in which an employee or family

member has a financial interest.

(a) T.C.A. § 12-4-103 declares that it is unlawful for any state official or

employee to “bid on, sell, or offer for sale, any merchandise, equipment or 

material, or similar commodity, to the state of Tennessee” or “to have any 

interest in the selling of the same to the state” during that person’s term of 

employment and for six months thereafter.

(b) Disclosure of any such transaction by an employee or member of the

employee’s family or by a business in which an employee or member of the 

employee’s family has any significant (more than 4%) ownership interest or 

for which an employee or employee family member serves as an officer is 

required by this policy.

(c) T.C.A. § 12-4-106(b)(2013) declares that it is a conflict of interest for any

person or any company with whom such person is an officer, a director, or an 

equity owner of greater than 1% interest to bid on any public contract for 

products or services for a governmental entity if such person or "immediate 

family" of such person is a member of a board or commission having 

responsibility for letting or approving such contract.
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(d) For purposes of this section only, "immediate family" means

spouse,dependent children or stepchildren, or relatives related by blood or 

marriage.

(3) Use of Educational Materials from Which a Faculty Member Derives Financial

Benefit in That faculty Member’s Teaching Activities.

(a) Any faculty member who wishes to use in his or her teaching activities

educational materials (e.g. a textbook) which he or she has authored, or in 

which he or she otherwise stands to benefit financially from such use, a 

conflict of interest disclosure shall be made per Section VII of this policy.

(b) Whether the use of such materials shall be permitted shall be evaluated

either under the terms of Institutional policy, or in the absence of such 

policy, by the Review Committee established under Section X of this policy.

(c) Such evaluation shall include consideration of suitable substitute

materials and ensure that the needs of students are best served by use of the 

materials in which the faculty member has an interest.

(4) Acceptance of Gifts, Gratuities, or Favors

(a) Gifts. No employee shall knowingly solicit or accept, directly, or indirectly,

on behalf of himself or herself or any member of the employee’s household, 

for personal use or consumption any gift, including but not limited to any 

gratuity, service, favor, food, entertainment, lodging, transportation, loan, 

loan guarantee or any other thing of monetary value, from any person or 

entity that:

(i) Has, or is seeking to obtain, contractual or other business or financial

relations with the institution in which the individual is employed; or

(ii) Has interests that may be substantially affected by the performance

or nonperformance of the employee.

(5) Exceptions

(a) The prohibition on accepting gifts in Section (4)(a) above, does not apply

to:
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(i) A gift given by a member of the employee’s immediate family, or by an

individual, if the gift is given for a non-business purpose and is motivated 

by a close personal friendship and not by the position of the employee;

(ii) Informational materials in the form of books, articles, periodicals,

other written materials, audiotapes, videotapes, or other forms of 

communication.

(iii) Sample merchandise, promotional items, and appreciation tokens, if

they are routinely given to customers, suppliers or potential customers 

or suppliers in the ordinary course of business, including items 

distributed at tradeshows and professional meetings where vendors 

display and promote their services and products;

(iv) Food, refreshments, foodstuffs, entertainment, or beverages

provided as part of a meal or other event, including tradeshows and 

professional meetings, if the value of such items does not exceed fifty 

dollars ($50.00) per occasion; provided further, that the value of a gift 

made pursuant to this subsection may not be reduced below the 

monetary limit by dividing the cost of the gift among two or more 

persons or entities identified in Section VI.A.1.b.(4).

(v) There may be circumstances where refusal or reimbursement of a gift

(such as a lunch or dinner) may be awkward and contrary to the larger 

interests of the institution. In such circumstances, the employee is to use 

his or her best judgment, and disclose the gift including a description, 

estimated value, the person or entity providing the gift, and any 

explanation necessary within fourteen (14) days to their immediate 

supervisor;

(vi) Food, refreshments, meals, foodstuffs, entertainment, beverages or

intrastate travel expenses that are provided in connection with an event 

where the employee is a speaker or part of a panel discussion at a 

scheduled meeting of an established or recognized membership 

organization which has regular meetings;
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(vii) Participation in institution or foundation fundraising and public

relations activities, i.e. golf tournaments and banquets, where persons 

or entities identified in Section VI.A.1.b.(4) provide sponsorships; and

(viii) Loans from established financial institutions made in the ordinary

course of business on usual and customary terms, so long as there are no 

guarantees or collateral provided by any person described in Section 

VI.A.1.b.(4)

2. Inappropriate use of students or support staff

a. Employees shall ensure that the activities of students or support staff are not

exploited for the benefit of any external activity of the faculty member.

b. Prior to assigning any such non-Institutionally related task (which is more than

incidental or de minimus in nature) to a student or member of the support staff, an

employee shall disclose such proposed activities and obtain approval.

3. Inappropriate use of State owned resources

a. Employees may not make significant use of State owned facilities, equipment,

materials or other resources, not otherwise available to the public, in the course of

activities which are not related to the Institution and which are intended for personal

benefit, without prior disclosure and approval.

4. Failure to disclose intellectual property

a. TBR Policy 5:01:06:00 governs the rights and responsibilities which persons affiliated

with the TBR and its Institutions have regarding intellectual property developed

during the term of their affiliation with the TBR.

b. Among the responsibilities enumerated in the policy is that of disclosure of

inventions and those copyrightable works which may be reasonably expected to

have commercial value which they have jointly or solely developed or created during

their affiliation with the TBR and its Institutions.

VII. General Disclosure Requirements

A. Persons to whom this policy applies who believe that a conflict of interest may exist either

personally or with respect to another person covered by this policy shall make a written

disclosure of the facts and circumstances surrounding the situation.
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B. No particular format is required, but the disclosure should adequately describe the pertinent

facts and circumstances.

C. For members of the Board, disclosure shall be made to the General Counsel.

D. Employees of the System Office shall make disclosure to either their immediate supervisor or

to the General Counsel.

E. At the colleges, disclosures shall be submitted to the employee’s immediate supervisor or

other person designated by the President to receive such disclosures.

F. Disclosures made by a President r shall be submitted online to the Tennessee Ethics

Commission.

VIII. Special Disclosure Requirements for Researchers Applying For or Receiving NSF or PHS Funding

A. Under the policies and regulations indicated under Section 2.1 herein, investigators seeking

funding from either the National Science Foundation or the Public Health Service are required

to disclose to the investigator’s employer all significant financial interests of the investigator;

1. That would reasonably appear to be affected by the research or educational activities

funded or proposed for funding by the NSF or PHS; or

2. In entities whose financial interests would reasonably appear to be affected by such

activities.

a. Such disclosures must be submitted prior to the time the proposal is submitted to

the Federal agency.

b. Further, such disclosures must be updated during the period of the award; either

annually or as new reportable financial interests arise.

c. The Institution is responsible for eliminating or managing such conflicts prior to

receipt of the award.

d. To facilitate such disclosures, the accompanying disclosure form (Exhibit 1) is

available.

3. Each Institution is responsible for determining if a grant, services, or other contract with

Federal agencies other than the Public Health Service or the National Science Foundation

requires disclosure and / or management of conflicts of interest, and for ensuring that

any such requirements are met.
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4. Disclosure of financial interests made pursuant to this Section VIII notwithstanding, such

disclosure does not eliminate the responsibility for making disclosures under Section VII,

when specific conflict of interest situations arise.

IX. Special Disclosure Requirements for Regents and Certain TBR Employees

A. Members of the Board of Regents, the Chancellor of the TBR, members of the senior staff of

the TBR System Office (all Vice Chancellors and the General Counsel), the Presidents of all

TBR institutions, coaches, assistant coaches and employees of athletic departments who are

exempt from the provisions of the Fair Labor Standards Act are required to file a financial

disclosure form within one month of their initial appointment and annually thereafter in

January.

B. Disclosure of financial interests made pursuant to this Section IX notwithstanding, such

disclosure does not eliminate the responsibility for making disclosures under Section VII,

when specific conflict of interest situations arise.

1. Members of the Board of Regents shall make their disclosure using a form as indicated in

(Exhibit 2) submitted to the TBR Office of General Counsel.

2. The Chancellor of the Tennessee Board of Regents system and the President of each

college by the Tennessee Board of Regents are required by Tenn. Code Ann. § 8-50-501(a)

(15) to file an online Statement of Disclosure of Interests Form with the Tennessee Ethics

Commission at https://apps.tn.gov/conflict/, Form ss-8005 (State Officials). For the 

Chancellor and the Presidents this Statement of Disclosure will meet the requirements of 

this Policy.

3. Senior staff at the TBR System Office are required to complete a Statement of Disclosure

of Interest Form. That disclosure shall be made using the Tennessee Ethics Commission

Form ss-8005 (Exhibit 3) and accompanying instructions and submitted to the TBR Office

of General Counsel.

4. Coaches, assistant coaches, exempt employees of the athletic department and other

institutional personnel required to complete a disclosure form shall also use the

Tennessee Ethics Commission Form ss-8005, Statement of Disclosure of Interest Form

and accompanying instructions. The form shall be submitted to the institution’s Human

Resource Officer or other person designated by the institution’s President.
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X. Review of Disclosures

A. Disclosures made under Section VII of this policy by a member of the Board of Regents, the

Chancellor, or by a President shall be evaluated by the Board or a duly appointed committee

thereof. A member of the Board making a disclosure shall not be entitled to vote regarding

disposition of the disclosure.

B. Disclosures made under Section VII of this policy by a person employed by the TBR

System Office shall be evaluated by a committee composed of the General Counsel, the Vice

Chancellor for External Affairs, and the Vice Chancellor for Business and Finance. If the

disclosure is made by one of those three persons, that person shall not be entitled to vote

regarding disposition of the disclosure.

C. Each TBR Institution shall establish at least one Review Committee comprised of no fewer

than three persons to receive and evaluate disclosures generated under Sections VII and VIII

herein by employees of the Universities, Community Colleges, and Colleges of Applied

Technology. Policies and procedures regarding such matters as selection of members,

duration of membership, frequency of meetings, etc. shall be adopted by each Institution.

1. A template Institutional policy is included herein as (Exhibit 4).

2. An Institution which fails to explicitly adopt a policy shall be expected to follow the terms

of the template policy.

3. Following evaluation of the disclosure, the Committee shall render a decision regarding

the issue(s) presented by the disclosure.

4. Any disclosure which indicates an actual violation of law shall be forwarded to the

President of the Institution along with the Committee’s findings.

D. Persons potentially committing a conflict of interest violation under consideration by a

conflict of interest review Committee shall receive notice of the Committee’s evaluation, and

be given an opportunity to appear before that Committee.

XI. Sanctions

A. Failure to observe restrictions imposed as a result of review of a conflict of interest disclosure

or a knowing failure to disclose a conflict of interest may result in disciplinary proceedings

under TBR and Institutional policy.

XII. Appeals
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A. Decisions made by the Board of Regents may not be appealed.

B. Decisions made by the Central Office Review Committee may be appealed to the Chancellor.

Decisions of the Chancellor shall be final and binding.

C. Decisions made by an Institutional Review Committee may be appealed to the President of

the Institution. Decisions of the President shall be final and binding.

• Exhibit 1 - Disclosure Form (docx /30.49 KB)

• Exhibit 2 - Board Member Disclosure Form (pdf /10.07 KB)

• Exhibit 3 - Staff Disclosure Form (docx /168.6 KB)

• Exhibit 4 - Institutional Policy Template (docx /16.38 KB)

TBR Meeting March 20, 1992; TBR Meeting December 11, 1992; TBR Meeting June 11, 1998; TBR 

Meeting June 28, 2002; TBR Meeting September 26, 2003; TBR Meeting June 11, 2004; TBR Meeting 

September 25, 2008; August 20, 2014; ministerial revisions -Changed reference from T.C.A. 12-3-106 to 

12-4-106 and made corrections to definitions changing relative to immediate family and

corresponding different definitions to comply with change in statutes of 2013. 

• Purchasing Policy

• Disposal of Surplus Personal Property

• Outside Employment and Extra Compensation

• Intellectual Property

• Nepotism

Exhibits

Sources

Related Policies

Contact
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Mickey Sheen

615-366-4437

mickey.sheen@tbr.edu
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

ACTION ITEM 

DATE: April 24, 200 

ITEM: Revisions to the FY 2019-2020 Audit Plan 

COMMITTEE: Audit Committee 

RECOMMENDED ACTION: Approve 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

Ms. Lewis will provide a listing of additions and deletions to the fiscal year 2019-2020 audit 
plan since the last meeting. 

Additions 

Center for Excellence in Math and Science Education  
Quality Assessment Review (Georgia Southern) – Martha will be serving on the peer review 
team 

Deletions 

None 

MOTION: I move that the Audit Committee adopt the following resolution: 

RESOLVED: The revisions to the Audit Plan for 2019-2020 are approved as 
presented in the meeting materials. 

Audit Committee 
April 24, 2020
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

INFORMATION ITEM 

DATE: April 24, 2020 

ITEM: Audits and Investigations Performed 

COMMITTEE: Audit Committee 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

Ms. Lewis will provide an overview of the audits and internal investigations completed 
during the period February 1, 2020 to March 31, 2020. 

Audits 

• Women’s Soccer Expenditures – An audit of Women’s Soccer Expenditures within
the Department of Intercollegiate Athletics was conducted by Internal Audit
personnel in accordance with the Annual Audit Plan. At the request of administration,
the Office of Internal Audit conducts audits of head coaches at the end of their
employment. In December 2019, the Head Coach (Coach) for the women’s soccer
team resigned. The objectives of the audit were to evaluate the adequacy of the
internal controls, to determine compliance with university policies and procedures,
and to make recommendations for correcting deficiencies or improving operations.

• Honors College Timekeeping – An audit of the Honors College Timekeeping
Procedures was conducted by Internal Audit personnel in accordance with the Annual
Audit Plan. The audit was performed in accordance with the International Standards
for the Professional Practice of Internal Auditing. The objectives of the audit were to
evaluate the adequacy of the internal controls over timekeeping, to determine
compliance with university policies and procedures, and to make recommendations
for correcting deficiencies or improving operations.

• NACHA – The National Automated Clearing House Association (NACHA) sets forth
recommended methods to address unique risk issues inherent to the Internet payment
environment through requirements for added security.  An audit is conducted at least
once a year to ensure protection by security practices including adequate levels of: 1)
physical security to protect against theft, tampering, or damage, 2) personnel and
access controls to protect against unauthorized access and use, and 3) network
security has been implemented.

Audit Committee 
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Investigations 

• Internal Medicine  (FWA 20-02) – Due to concerns associated with grants awarded
to a professor in Internal Medicine by the National Institutes of Health (NIH), an
investigative review of the Professor’s financial transactions, grant compliance, and
potential foreign influence was conducted by Internal Audit. The objectives were to
investigate the validity of the issues identified during the review; determine the extent
of any violations related to applicable policies, procedures, or regulations; evaluate
the adequacy of internal controls over financial transactions of the Professor; and
make recommendations to improve deficiencies.

Audit Committee 
April 24, 2020
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East Tennessee State University 
Women’s Soccer Expenditures 
For July 1 – December 31, 2019 

Key Staff Person:  Former Women’s Soccer Coach Auditor:  Internal Auditor 

Introduction 
An audit of Women’s Soccer Expenditures within the Department of Intercollegiate Athletics was 
conducted by Internal Audit personnel in accordance with the Annual Audit Plan. At the request of 
administration, the Office of Internal Audit conducts audits of head coaches at the end of their 
employment.  In December 2019, the Head Coach (Coach) for the women’s soccer team resigned. 

Objectives 
1. To evaluate the adequacy of the internal controls.
2. To determine compliance with university policies and procedures.
3. To make recommendations for correcting deficiencies or improving operations.

Total Questioned Costs/Losses:  $33.91 Total Recoveries: N/A 

Current Audit Results 

Finding:  One error discovered on a team travel claim resulted in questioned costs for the 
university.  

The Women’s Soccer Team traveled to Annapolis, Maryland for an away game in September 2019. 
A discrepancy in the amount paid for lunch was discovered for the team meal in route to Maryland. 
The number of meals charged on the Procard (29) was more than the number of individuals on the 
roster (27). This additional expense, totaling $33.91, was questioned by Athletic Administration 
during the review of the travel claim.  Athletics’ review concluded that the restaurant erroneously 
overcharged for meals.  

Recommendation:   

While it appears this was an isolated incident, management should continue to review Procard 
charges during the reconciliation process to ensure overpayments do not exist. If overpayments are 
identified, refunds should be requested. 

Management’s Response:  

We concur with the finding and recommendations. Due to a lack of substantial evidence, Athletic 
Administration did not request a reimbursement. In the future, management will communicate with 
the coaches to ensure that invoices are correct prior to paying.  

The objectives of the audit were met. 
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East Tennessee State University 
Timekeeping – Honors College 

July 2018 – October 2019 
Executive Summary 

Key Staff Person:  Payroll, Human Resources, 
and Timekeepers 

Auditor:  Associate Director, Internal 
Audit 

Introduction: An audit of the Honors College Timekeeping Procedures was conducted by Internal 
Audit personnel in accordance with the Annual Audit Plan. The audit was performed in accordance 
with the International Standards for the Professional Practice of Internal Auditing. 
Objectives: 

 To evaluate the adequacy of the internal controls over timekeeping.
 To determine compliance with university policies and procedures.
 To make recommendations for correcting deficiencies or improving operations.

Total Questioned Costs/Losses:  None Total Recoveries: N/A 
Findings:   
Finding 1:  Several timesheets and/or TRS entries did not comply with ETSU policies 
The following discrepancies were noted that violated university policies.  These include the 
following: 

 There were two instances in which the timesheet was not present.
 There were thirteen instances in which overtime was not approved for non-exempt

employees.
Management agreed to take the appropriate steps to ensure university policies and procedures are 
followed. 

Additional Issues Identified During the Review:  
During the audit, it was noted that a non-exempt employee appeared to work an excessive number 
of overtime hours in August 2019. It was discovered that the overtime was not required by ETSU 
but instead requested by the employee. Based on the review performed, it was discovered that the 
employee did not always record hours worked and leave taken accurately.  

Management concurred with the recommendations that overtime hours worked by non-exempt 
employees should be based on the needs of the department.  Management will now require 
advanced, written approval be obtained for all overtime. All discrepancies will be submitted to 
Payroll for adjustment.  

The audit objectives were met. 
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East Tennessee State University 
NACHA Web Transactions Data Security Audit 

Fiscal Year 2019 
Executive Summary 

Title of Key Staff Person: Assistant Bursar Auditor:  Internal Auditor 

Background: 
The National Automated Clearing House Association (NACHA) sets forth recommended 
methods to address unique risk issues inherent to the Internet payment environment through 
requirements for added security.  An audit is conducted at least once a year to ensure protection 
by security practices including adequate levels of: 1) physical security to protect against theft, 
tampering, or damage, 2) personnel and access controls to protect against unauthorized access 
and use, and 3) network security have been implemented.  

Objectives: 
1. Evaluate the university’s compliance with the NACHA authorization requirements.
2. Determine if security practices and procedures comply with NACHA's risk management

requirements and are adequate to protect consumer financial information.
3. Determine if risk management practices and procedures comply with NACHA

requirements and are adequate to protect consumer financial information.
4. Make recommendations for correcting deficiencies or improving operations.

Total Questioned Costs/Losses:  None Total Recoveries: N/A 

Findings: 
There were no findings in this audit. 

  Audit Conclusions:  
Based on testwork performed, ETSU appears to comply with the 2019 NACHA Operating Rules 
and Guidelines. 

Audit Committee 
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Department of Internal Audit 
Box 70566 

Johnson City, TN 37614-1707 
Telephone:  423/439-6155 

MEMORANDUM 

TO: ETSU Board of Trustees’ Audit Committee 

FROM: Becky Lewis, Chief Audit Executive

SUBJECT: Completed Investigations – February 1 to March 31, 2020 

DATE: April 24, 2020 

Below is a summary of the investigations completed between February 1 and March 31, 
2020. 

Internal Medicine (FWA 20-02): The investigation revealed a professor did not adhere 
to the policies and procedures established by NIH and the university. Several issues were 
identified in relation to the professor’s NIH grants, which included insufficient or non-
disclosure of other financial support, over-commitment of time, insufficient employment 
of ETSU students, and inappropriate use of grant funds.  Controls and procedures have 
and will be put in place to help ensure NIH and university policies are adhered to by ETSU 
personnel.  
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

INFORMATION ITEM 

DATE: April 24, 2020 

ITEM: Recommendation Log 

COMMITTEE: Audit Committee 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

Audit reports often contain recommendations to improve internal controls or procedures.  For 
each recommendation, management must respond with a corrective action plan.  A follow-up 
review of these corrective action plans is later performed by Internal Audit. A log is maintained 
to track the status of prior audit recommendations and is communicated to the Board of Trustees’ 
Audit Committee each meeting.   

Audit Committee 
April 24, 2020
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Area Recommendation Status

Off Campus Domestic & 

International Programs 

Controls over Off Campus Domestic & International Programs needs 

improvement. Green

Child Study Center
The collection of revenue and payment of expenditures related to the pride picnic should follow 

university policies and procedures as well as any applicable state laws.
Green

Internal Controls related to the use of Access & Diversity funds for promoting the recruitment and 

retention of faculty, staff, and students needs improvement. 
Green

Internal Controls related to diversity scholarships needs improvement.  Green

Cash receipting procedures need improvement. Green

Patient account and billing procedures need improvement.
Green

Privileging and credentialing procedures need improvement. Green

Follow‐up appointment procedures need improvement. Green

Physicians review of charts procedures need improvement. Green

Physical Therapy
Controls and procedures related to cash receipts, purchasing, and deposit of funds over student‐

led events needs improvement.
Blue

Jeanne Clery Act Compliance
ETSU's Annual Security & Fire Safety Report should match the Department of Education crime 

statistics.
Green

Changes in practices should be considered in order to improve the financial status of the centers.
Green

All DHS Regulations should be adhered to by both centers. Green

Third Party Servers
Weaknesses in five specific areas need corrected in order to improve internal controls.

Corrective actions have been implemented for two of these. 
Green

University policies and procedures related to revenue and expenditures should be adhered to by 

the Gallery.
Green

Policies related to donations should be adhered to by the Gallery. Green

Bank accounts established for student organizations should be properly maintained and 

controlled.
Green

Purchases made with procurement cards (procard) should adhere to applicable policies. Green

Art and Design should adhere to proper policies and procedures related to printing services at the 

Visual Resource Center.
Green

Departmental controls over student course fees need improvement Green

Departmental controls over procard expenditures and approval procedures need  improvement.
Green

Golf Expenditures Management should ensure all hotel deposits are credited on the final invoice. Green

Women's Soccer 

Expenditures
Management should continue to review Procard charges during the reconciliation process to 

ensure overpayments do not exist. If overpayments are identified, refunds should be requested.

Green

Timesheets need to be maintained for all employees in accordance with ETSU policies. Green

Procedues related to working overtime needs improvement. Green

Internal Medicine

Current policies and procedures over grants need to be reviewed and strengthened within various 

academic departments, the Office of Research and Sponsored Programs, and Grant Accounting. Green

Legend:

Actions completed since previous Audit Committee Meeting Blue

Actions are progressing in a timely fashion or not yet due Green 

Actions are slightly overdue Yellow

Actions are significantly overdue Red

Honors College 

Timekeeping

East Tennessee State University
Internal Audit Recommendation Log as of March 31, 2020

Johnson City Community 

Health Centers ‐ Financial 

Procedures

Slocumb Galleries

Art and Design

Little Bucs and Child Study 

Center

Johnson City Community 

Health Centers ‐ Patient 

Safety

Office of Equity & Diversity
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EAST TENNESSEE STATE UNIVERSITY 
BOARD OF TRUSTEES 

INFORMATION ITEM 

DATE: April 24, 2020 

ITEM: Review of Audited Financial Statements from the 
Comptroller of the Treasury 

COMMITTEE: Audit Committee 

PRESENTED BY: Rebecca A. Lewis 
Chief Audit Executive 

The Tennessee Comptroller of the Treasury, Division of State Audit, issued a final audit report of 
ETSU’s financial statements for the fiscal year ending June 30, 2019. This report has been mailed 
to each trustee and is included in the audit committee material. 

Audit Committee 
April 24, 2020
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� � � � � � � 'HERUDK�9��/RYHOHVV��&3$��'LUHFWRU�
� � � � � � � 'LYLVLRQ�RI�6WDWH�$XGLW�

������
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$XGLW�5HSRUW�

(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�
)RU�WKH�<HDU�(QGHG�-XQH����������

7$%/(�2)�&217(176�

� 3DJH�

$XGLW�+LJKOLJKWV� � ��

)LQDQFLDO�6HFWLRQ�

,QGHSHQGHQW�$XGLWRU¶V�5HSRUW� � ��

0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV� � ��

%DVLF�)LQDQFLDO�6WDWHPHQWV�

6WDWHPHQW�RI�1HW�3RVLWLRQ� � ���

6WDWHPHQW�RI�5HYHQXHV��([SHQVHV��DQG�&KDQJHV�LQ�1HW�3RVLWLRQ� � ���

6WDWHPHQW�RI�&DVK�)ORZV� � ���

1RWHV�WR�WKH�)LQDQFLDO�6WDWHPHQWV� � ���

5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH�RI��
WKH�1HW�3HQVLRQ�/LDELOLW\�±�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ��
(PSOR\HH�3HQVLRQ�3ODQ�:LWKLQ�7&56� � ���

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH�RI��
WKH�1HW�3HQVLRQ�$VVHW�±�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW��
3ODQ�:LWKLQ�7&56� � ���

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�&RQWULEXWLRQV�±�&ORVHG��
6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�:LWKLQ�7&56�� ���

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�&RQWULEXWLRQV�±�6WDWH�DQG��
+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�:LWKLQ�7&56� ���

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH��
RI�WKH�&ROOHFWLYH�7RWDO�23(%�/LDELOLW\�±�&ORVHG�6WDWH�(PSOR\HH�*URXS��
23(%�3ODQ�� � ���

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH��
RI�WKH�&ROOHFWLYH�7RWDO�23(%�/LDELOLW\�±�&ORVHG�7HQQHVVHH�23(%�3ODQ�� ���

Audit Committee 
April 24, 2020

56



7$%/(�2)�&217(176��&RQWLQXHG��

� 3DJH�

6XSSOHPHQWDU\�,QIRUPDWLRQ��

6FKHGXOH�RI�&DVK�)ORZV�±�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�)RXQGDWLRQ� ���

6FKHGXOH�RI�&DVK�)ORZV�±�0HGLFDO�(GXFDWLRQ�$VVLVWDQFH�&RUSRUDWLRQ� ���

,QWHUQDO�&RQWURO��&RPSOLDQFH��DQG�2WKHU�0DWWHUV�

,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ�
DQG�RQ�&RPSOLDQFH�DQG�2WKHU�0DWWHUV�%DVHG�RQ�DQ�$XGLW�RI�)LQDQFLDO�
6WDWHPHQWV�3HUIRUPHG�LQ�$FFRUGDQFH�:LWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV� ���
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6WDWH�RI�7HQQHVVHH�

$�X�G�L�W���+�L�J�K�O�L�J�K�W�V
&RPSWUROOHU�RI�WKH�7UHDVXU\������ �������'LYLVLRQ�RI�6WDWH�$XGLW�

)LQDQFLDO�DQG�&RPSOLDQFH�$XGLW�

(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�
)RU�WKH�<HDU�(QGHG�-XQH����������

BBBBBBB�

2SLQLRQV�RQ�WKH�)LQDQFLDO�6WDWHPHQWV�

7KH�RSLQLRQV�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�XQPRGLILHG��

$XGLW�)LQGLQJV�

7KH�DXGLW�UHSRUW�FRQWDLQV�QR�ILQGLQJV��
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,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�

7KH�+RQRUDEOH�%LOO�/HH��*RYHUQRU�
0HPEHUV�RI�WKH�*HQHUDO�$VVHPEO\�
'U��%ULDQ�1RODQG��3UHVLGHQW�

5HSRUW�RQ�WKH�)LQDQFLDO�6WDWHPHQWV�

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�ILQDQFLDO�VWDWHPHQWV�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\��DQ�
LQVWLWXWLRQ� RI� WKH� 6WDWH� 8QLYHUVLW\� DQG� &RPPXQLW\� &ROOHJH� 6\VWHP� RI� 7HQQHVVHH�� ZKLFK� LV� D�
FRPSRQHQW�XQLW�RI�WKH�6WDWH�RI�7HQQHVVHH��DQG�LWV�GLVFUHWHO\�SUHVHQWHG�FRPSRQHQW�XQLWV�DV�RI�DQG�
IRU� WKH� \HDU� HQGHG� -XQH� ���� ������ DQG� WKH� UHODWHG� QRWHV� WR� WKH� ILQDQFLDO� VWDWHPHQWV�� ZKLFK�
FROOHFWLYHO\�FRPSULVH�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�DV�OLVWHG�LQ�WKH�WDEOH�RI�FRQWHQWV����

0DQDJHPHQW¶V�5HVSRQVLELOLW\�IRU�WKH�)LQDQFLDO�6WDWHPHQWV�

0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKHVH�ILQDQFLDO�VWDWHPHQWV�
LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��WKLV�
LQFOXGHV� WKH� GHVLJQ�� LPSOHPHQWDWLRQ�� DQG� PDLQWHQDQFH� RI� LQWHUQDO� FRQWURO� UHOHYDQW� WR� WKH�
SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�WKDW�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��
ZKHWKHU�GXH�WR�IUDXG�RU�HUURU��

$XGLWRU¶V�5HVSRQVLELOLW\��

2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�RSLQLRQV�RQ�WKHVH�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLW���:H�GLG�
QRW� DXGLW� WKH� ILQDQFLDO� VWDWHPHQWV� RI� WKH� (DVW� 7HQQHVVHH� 6WDWH� 8QLYHUVLW\� )RXQGDWLRQ� DQG� WKH�
0HGLFDO� (GXFDWLRQ� $VVLVWDQFH� &RUSRUDWLRQ�� GLVFUHWHO\� SUHVHQWHG� FRPSRQHQW� XQLWV�� � 7KRVH�
VWDWHPHQWV�ZHUH�DXGLWHG�E\�RWKHU�DXGLWRUV��ZKRVH�UHSRUWV�KDYH�EHHQ�IXUQLVKHG�WR�XV���2XU�RSLQLRQ��
LQVRIDU�DV�LW�UHODWHV�WR�WKH�DPRXQWV�LQFOXGHG�IRU�WKHVH�LQVWLWXWLRQV��LV�EDVHG�VROHO\�RQ�WKH�UHSRUWV�RI�
WKH� RWKHU� DXGLWRUV�� �:H� FRQGXFWHG� RXU� DXGLW� LQ� DFFRUGDQFH� ZLWK� DXGLWLQJ� VWDQGDUGV� JHQHUDOO\�
DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�DQG�WKH�VWDQGDUGV�DSSOLFDEOH�WR�ILQDQFLDO�DXGLWV�FRQWDLQHG�
LQ�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV�LVVXHG�E\�WKH�&RPSWUROOHU�*HQHUDO�RI�WKH�8QLWHG�6WDWHV���7KRVH�
VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�
WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW����

$Q� DXGLW� LQYROYHV� SHUIRUPLQJ� SURFHGXUHV� WR� REWDLQ� DXGLW� HYLGHQFH� DERXW� WKH� DPRXQWV� DQG�
GLVFORVXUHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV���7KH�SURFHGXUHV�VHOHFWHG�GHSHQG�RQ�WKH�DXGLWRU¶V�MXGJPHQW��
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LQFOXGLQJ�WKH�DVVHVVPHQW�RI�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZKHWKHU�
GXH� WR� IUDXG�RU�HUURU�� � ,Q�PDNLQJ� WKRVH� ULVN�DVVHVVPHQWV�� WKH�DXGLWRU�FRQVLGHUV� LQWHUQDO�FRQWURO�
UHOHYDQW�WR�WKH�XQLYHUVLW\¶V�SUHSDUDWLRQ�DQG�IDLU�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV�LQ�RUGHU�WR�
GHVLJQ� DXGLW� SURFHGXUHV� WKDW� DUH� DSSURSULDWH� LQ� WKH� FLUFXPVWDQFHV�� EXW� QRW� IRU� WKH� SXUSRVH� RI�
H[SUHVVLQJ�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�HQWLW\¶V�LQWHUQDO�FRQWURO���$FFRUGLQJO\��ZH�H[SUHVV�
QR�VXFK�RSLQLRQ���$Q�DXGLW�DOVR�LQFOXGHV�HYDOXDWLQJ�WKH�DSSURSULDWHQHVV�RI�DFFRXQWLQJ�SROLFLHV�XVHG�
DQG�UHDVRQDEOHQHVV�RI�VLJQLILFDQW�DFFRXQWLQJ�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO�DV�HYDOXDWLQJ�
WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV����

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

2SLQLRQV�

,Q�RXU�RSLQLRQ��EDVHG�RQ�RXU�DXGLW�DQG�WKH�UHSRUWV�RI�WKH�RWKHU�DXGLWRUV��WKH�ILQDQFLDO�VWDWHPHQWV�
UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�UHVSHFWLYH�ILQDQFLDO�SRVLWLRQ�RI�(DVW�
7HQQHVVHH�6WDWH�8QLYHUVLW\�DQG�LWV�GLVFUHWHO\�SUHVHQWHG�FRPSRQHQW�XQLWV�DV�RI�-XQH�����������DQG�
WKH�UHVSHFWLYH�FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ�DQG��ZKHUH�DSSOLFDEOH��FDVK�IORZV�WKHUHRI�IRU�WKH�\HDU�
WKHQ�HQGHG�LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�
$PHULFD��

(PSKDVLV�RI�0DWWHUV�

$V�GLVFXVVHG�LQ�1RWH����WKH�ILQDQFLDO�VWDWHPHQWV�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\��DQ�LQVWLWXWLRQ�
RI�WKH�6WDWH�8QLYHUVLW\�DQG�&RPPXQLW\�&ROOHJH�6\VWHP�RI�7HQQHVVHH��DUH�LQWHQGHG�WR�SUHVHQW�WKH�
ILQDQFLDO�SRVLWLRQ��WKH�FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ��DQG�WKH�FDVK�IORZV�RI�RQO\�(DVW�7HQQHVVHH�
6WDWH�8QLYHUVLW\���7KH\�GR�QRW�SXUSRUW�WR��DQG�GR�QRW��SUHVHQW�IDLUO\�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�
6WDWH�8QLYHUVLW\� DQG�&RPPXQLW\�&ROOHJH� 6\VWHP� RI� 7HQQHVVHH�� DV� RI� -XQH� ���� ������ DQG� WKH�
FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ�DQG�FDVK�IORZV�WKHUHRI�IRU�WKH�\HDU�WKHQ�HQGHG��LQ�DFFRUGDQFH�ZLWK�
DFFRXQWLQJ�SULQFLSOHV� JHQHUDOO\� DFFHSWHG� LQ� WKH�8QLWHG�6WDWHV� RI�$PHULFD�� �2XU� RSLQLRQ� LV� QRW�
PRGLILHG�ZLWK�UHVSHFW�WR�WKLV�PDWWHU��

$V�GLVFXVVHG�LQ�1RWH�����WKH�ILQDQFLDO�VWDWHPHQWV�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�)RXQGDWLRQ��
D�GLVFUHWHO\�SUHVHQWHG�FRPSRQHQW�XQLW�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�� LQFOXGH� LQYHVWPHQWV�
YDOXHG�DW����������������������RI�QHW�SRVLWLRQ�RI�WKH�IRXQGDWLRQ���ZKRVH�IDLU�YDOXHV�KDYH�EHHQ�
HVWLPDWHG� E\�PDQDJHPHQW� LQ� WKH� DEVHQFH� RI� UHDGLO\� GHWHUPLQDEOH� IDLU� YDOXHV�� �0DQDJHPHQW¶V�
HVWLPDWHV�DUH�EDVHG�RQ�LQIRUPDWLRQ�SURYLGHG�E\�WKH�IXQG�PDQDJHUV���2XU�RSLQLRQ�LV�QRW�PRGLILHG�
ZLWK�UHVSHFW�WR�WKLV�PDWWHU��

2WKHU�0DWWHUV�

5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

$FFRXQWLQJ� SULQFLSOHV� JHQHUDOO\� DFFHSWHG� LQ� WKH� 8QLWHG� 6WDWHV� RI� $PHULFD� UHTXLUH� WKDW� WKH�
PDQDJHPHQW¶V�GLVFXVVLRQ�DQG�DQDO\VLV�RQ�SDJHV���WKURXJK�����WKH�VFKHGXOH�RI�(DVW�7HQQHVVHH�
6WDWH�8QLYHUVLW\¶V� SURSRUWLRQDWH� VKDUH� RI� WKH� QHW� SHQVLRQ� OLDELOLW\� ±�&ORVHG�6WDWH� DQG�+LJKHU�
(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�ZLWKLQ�7&56�RQ�SDJH����� WKH� VFKHGXOH�RI�(DVW�7HQQHVVHH�
6WDWH�8QLYHUVLW\¶V�SURSRUWLRQDWH� VKDUH�RI� WKH�QHW�SHQVLRQ�DVVHW�±�6WDWH� DQG�+LJKHU�(GXFDWLRQ�
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(PSOR\HH� 5HWLUHPHQW� 3ODQ� ZLWKLQ� 7&56� RQ� SDJH� ���� WKH� VFKHGXOH� RI� (DVW� 7HQQHVVHH� 6WDWH�
8QLYHUVLW\¶V�FRQWULEXWLRQV�±�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�ZLWKLQ�
7&56�RQ�SDJH�����WKH�VFKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�FRQWULEXWLRQV�±�6WDWH�DQG�
+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�ZLWKLQ�7&56�RQ�SDJH����� WKH� VFKHGXOH�RI�(DVW�
7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�±�&ORVHG�
6WDWH� (PSOR\HH� *URXS� 23(%� 3ODQ� RQ� SDJH� ���� DQG� WKH� VFKHGXOH� RI� (DVW� 7HQQHVVHH� 6WDWH�
8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�±�&ORVHG�7HQQHVVHH�23(%�
3ODQ�RQ�SDJH����EH�SUHVHQWHG�WR�VXSSOHPHQW�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV���6XFK�LQIRUPDWLRQ��
DOWKRXJK�QRW�D�SDUW�RI�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��LV�UHTXLUHG�E\�WKH�*RYHUQPHQWDO�$FFRXQWLQJ�
6WDQGDUGV�%RDUG��ZKLFK�FRQVLGHUV�LW�WR�EH�DQ�HVVHQWLDO�SDUW�RI�ILQDQFLDO�UHSRUWLQJ�IRU�SODFLQJ�WKH�
EDVLF� ILQDQFLDO�VWDWHPHQWV� LQ�DQ�DSSURSULDWH�RSHUDWLRQDO��HFRQRPLF��RU�KLVWRULFDO�FRQWH[W�� �:H�
KDYH�DSSOLHG�FHUWDLQ�OLPLWHG�SURFHGXUHV�WR�WKH�UHTXLUHG�VXSSOHPHQWDU\�LQIRUPDWLRQ�LQ�DFFRUGDQFH�
ZLWK�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��ZKLFK�FRQVLVWHG�RI�
LQTXLULHV� RI�PDQDJHPHQW� DERXW� WKH�PHWKRGV� RI� SUHSDULQJ� WKH� LQIRUPDWLRQ� DQG� FRPSDULQJ� WKH�
LQIRUPDWLRQ�IRU�FRQVLVWHQF\�ZLWK�PDQDJHPHQW¶V�UHVSRQVHV�WR�RXU�LQTXLULHV��WKH�EDVLF�ILQDQFLDO�
VWDWHPHQWV��DQG�RWKHU�NQRZOHGJH�ZH�REWDLQHG�GXULQJ�WKH�DXGLW�RI�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV���
:H�GR�QRW�H[SUHVV�DQ�RSLQLRQ�RU�SURYLGH�DQ\�DVVXUDQFH�RQ�WKH�LQIRUPDWLRQ�EHFDXVH�WKH�OLPLWHG�
SURFHGXUHV� GR� QRW� SURYLGH� XV�ZLWK� VXIILFLHQW� HYLGHQFH� WR� H[SUHVV� DQ� RSLQLRQ� RU� SURYLGH� DQ\�
DVVXUDQFH��

6XSSOHPHQWDU\�,QIRUPDWLRQ�

2XU� DXGLW�ZDV� FRQGXFWHG� IRU� WKH� SXUSRVH� RI� IRUPLQJ�RSLQLRQV� RQ� WKH� ILQDQFLDO� VWDWHPHQWV� WKDW�
FROOHFWLYHO\�FRPSULVH�WKH�XQLYHUVLW\¶V�EDVLF�ILQDQFLDO�VWDWHPHQWV���7KH�VXSSOHPHQWDU\�VFKHGXOHV�RI�
FDVK�IORZV�IRU�ERWK�WKH�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�)RXQGDWLRQ�DQG�WKH�0HGLFDO�(GXFDWLRQ�
$VVLVWDQFH�&RUSRUDWLRQ�RQ�SDJHV����DQG����DUH�SUHVHQWHG�IRU�SXUSRVHV�RI�DGGLWLRQDO�DQDO\VLV�DQG�
DUH�QRW�D�UHTXLUHG�SDUW�RI�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV����

7KH�VXSSOHPHQWDU\�VFKHGXOHV�RI�FDVK�IORZV�IRU�ERWK�WKH�FRPSRQHQW�XQLWV�DUH�WKH�UHVSRQVLELOLW\�
RI� WKH�XQLYHUVLW\¶V�PDQDJHPHQW�DQG�ZHUH�GHULYHG�IURP��DQG�UHODWH�GLUHFWO\� WR�� WKH�XQGHUO\LQJ�
DFFRXQWLQJ�DQG�RWKHU�UHFRUGV�XVHG�WR�SUHSDUH�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV���6XFK�LQIRUPDWLRQ�
KDV� EHHQ� VXEMHFWHG� WR� WKH� DXGLWLQJ� SURFHGXUHV� DSSOLHG� LQ� WKH� DXGLW� RI� WKH� EDVLF� ILQDQFLDO�
VWDWHPHQWV� DQG� FHUWDLQ� DGGLWLRQDO� SURFHGXUHV�� LQFOXGLQJ� FRPSDULQJ� DQG� UHFRQFLOLQJ� VXFK�
LQIRUPDWLRQ�GLUHFWO\� WR� WKH�XQGHUO\LQJ�DFFRXQWLQJ�DQG�RWKHU�UHFRUGV�XVHG� WR�SUHSDUH� WKH�EDVLF�
ILQDQFLDO� VWDWHPHQWV� RU� WR� WKH� EDVLF� ILQDQFLDO� VWDWHPHQWV� WKHPVHOYHV�� DQG� RWKHU� DGGLWLRQDO�
SURFHGXUHV� LQ� DFFRUGDQFH�ZLWK� DXGLWLQJ� VWDQGDUGV� JHQHUDOO\� DFFHSWHG� LQ� WKH�8QLWHG� 6WDWHV� RI�
$PHULFD� E\� XV� DQG� RWKHU� DXGLWRUV�� � ,Q� RXU� RSLQLRQ�� EDVHG� RQ� RXU� DXGLW� DQG� WKH� SURFHGXUHV�
SHUIRUPHG�DV�GHVFULEHG�DERYH��WKH�LQIRUPDWLRQ�LV�IDLUO\�VWDWHG�LQ�DOO�PDWHULDO�UHVSHFWV�LQ�UHODWLRQ�
WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�WDNHQ�DV�D�ZKROH���

2WKHU�5HSRUWLQJ�5HTXLUHG�E\�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV

,Q� DFFRUGDQFH� ZLWK�*RYHUQPHQW� $XGLWLQJ� 6WDQGDUGV�� ZH� KDYH� DOVR� LVVXHG� RXU� UHSRUW� GDWHG�
'HFHPEHU� ��� ������ RQ� RXU� FRQVLGHUDWLRQ� RI� WKH� XQLYHUVLW\¶V� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO�
UHSRUWLQJ� DQG� RQ� RXU� WHVWV� RI� LWV� FRPSOLDQFH� ZLWK� FHUWDLQ� SURYLVLRQV� RI� ODZV�� UHJXODWLRQV��
FRQWUDFWV��DQG�JUDQW�DJUHHPHQWV�DQG�RWKHU�PDWWHUV���7KH�SXUSRVH�RI�WKDW�UHSRUW�LV�WR�GHVFULEH�WKH�
VFRSH�RI�RXU�WHVWLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�FRPSOLDQFH�DQG�WKH�UHVXOWV�
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RI�WKDW�WHVWLQJ��DQG�QRW�WR�SURYLGH�DQ�RSLQLRQ�RQ�WKH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RU�
RQ� FRPSOLDQFH�� � 7KDW� UHSRUW� LV� DQ� LQWHJUDO� SDUW� RI� DQ� DXGLW� SHUIRUPHG� LQ� DFFRUGDQFH� ZLWK�
*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV� LQ�FRQVLGHULQJ�WKH�XQLYHUVLW\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ�DQG�FRPSOLDQFH��

� � � � � � 'HERUDK�9��/RYHOHVV��&3$��'LUHFWRU�
� � � � � � 'LYLVLRQ�RI�6WDWH�$XGLW�
� � � � � � 'HFHPEHU���������
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($67�7(11(66((�67$7(�81,9(56,7<�
0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�

��

,QWURGXFWLRQ�

7KLV�VHFWLRQ�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�DQQXDO�ILQDQFLDO�UHSRUW�SUHVHQWV�D�GLVFXVVLRQ�DQG�
DQDO\VLV�RI�WKH�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�XQLYHUVLW\�GXULQJ�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������
ZLWK�FRPSDUDWLYH�LQIRUPDWLRQ�SUHVHQWHG�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH������������7KLV�GLVFXVVLRQ�
KDV�EHHQ�SUHSDUHG�E\�PDQDJHPHQW�DORQJ�ZLWK�WKH�ILQDQFLDO�VWDWHPHQWV�DQG�UHODWHG�QRWH�GLVFORVXUHV�
DQG� VKRXOG� EH� UHDG� LQ� FRQMXQFWLRQ�ZLWK� WKH� LQGHSHQGHQW� DXGLWRU¶V� UHSRUW�� WKH� DXGLWHG� ILQDQFLDO�
VWDWHPHQWV��DQG� WKH�QRWHV� WR� WKH� ILQDQFLDO� VWDWHPHQWV�� �7KH� ILQDQFLDO� VWDWHPHQWV��QRWHV��DQG� WKLV�
GLVFXVVLRQ�DUH�WKH�UHVSRQVLELOLW\�RI�PDQDJHPHQW��

7KH�XQLYHUVLW\�KDV�WZR�GLVFUHWHO\�SUHVHQWHG�FRPSRQHQW�XQLWV��WKH�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�
)RXQGDWLRQ� DQG� WKH� 0HGLFDO� (GXFDWLRQ� $VVLVWDQFH� &RUSRUDWLRQ� �0($&��� � 0RUH� GHWDLOHG�
LQIRUPDWLRQ� DERXW� WKH� XQLYHUVLW\¶V� FRPSRQHQW� XQLWV� LV� SUHVHQWHG� LQ� 1RWH� ��� WR� WKH� ILQDQFLDO�
VWDWHPHQWV�� � 7KLV� GLVFXVVLRQ� DQG� DQDO\VLV� IRFXVHV� RQ� WKH� XQLYHUVLW\� DQG� GRHV� QRW� LQFOXGH� WKH�
IRXQGDWLRQ�RU�0($&��

2YHUYLHZ�RI�WKH�)LQDQFLDO�6WDWHPHQWV�

7KH�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�
SULQFLSOHV� DV� SUHVFULEHG� E\� WKH� *RYHUQPHQWDO� $FFRXQWLQJ� 6WDQGDUGV� %RDUG� �*$6%��� ZKLFK�
HVWDEOLVKHV� VWDQGDUGV� IRU� H[WHUQDO� ILQDQFLDO� UHSRUWLQJ� IRU� SXEOLF� FROOHJHV� DQG� XQLYHUVLWLHV�� �7KH�
ILQDQFLDO�VWDWHPHQWV�DUH�SUHVHQWHG�RQ�D�FRQVROLGDWHG�EDVLV�WR�IRFXV�RQ�WKH�XQLYHUVLW\�DV�D�ZKROH���
7KH�IXOO�VFRSH�RI�WKH�XQLYHUVLW\¶V�DFWLYLWLHV�LV�FRQVLGHUHG�WR�EH�D�VLQJOH�EXVLQHVV�W\SH�DFWLYLW\�DQG��
DFFRUGLQJO\��LV�UHSRUWHG�ZLWKLQ�D�VLQJOH�FROXPQ�LQ�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��

7KH�XQLYHUVLW\¶V�ILQDQFLDO�UHSRUW�LQFOXGHV�WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ��WKH�VWDWHPHQW�RI�UHYHQXHV��
H[SHQVHV��DQG�FKDQJHV� LQ�QHW�SRVLWLRQ��DQG� WKH�VWDWHPHQW�RI�FDVK�IORZV�� �1RWHV� WR� WKH�ILQDQFLDO�
VWDWHPHQWV� DUH� DOVR� SUHVHQWHG� WR� SURYLGH� DGGLWLRQDO� LQIRUPDWLRQ� WKDW� LV� HVVHQWLDO� WR� D� IXOO�
XQGHUVWDQGLQJ�RI�WKH�ILQDQFLDO�VWDWHPHQWV��

7KH�6WDWHPHQW�RI�1HW�3RVLWLRQ��

7KH�VWDWHPHQW�RI�QHW�SRVLWLRQ�LV�D�SRLQW�LQ�WLPH�ILQDQFLDO�VWDWHPHQW���7KH�VWDWHPHQW�RI�QHW�SRVLWLRQ�
SUHVHQWV�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�XQLYHUVLW\�DW�WKH�HQG�RI�WKH�ILVFDO�\HDU���7R�DLG�WKH�UHDGHU�LQ�
GHWHUPLQLQJ� WKH� XQLYHUVLW\¶V� DELOLW\� WR� PHHW� LPPHGLDWH� DQG� IXWXUH� REOLJDWLRQV�� WKH� VWDWHPHQW�
LQFOXGHV� DOO� DVVHWV�� OLDELOLWLHV�� GHIHUUHG� RXWIORZV�LQIORZV� RI� UHVRXUFHV�� DQG� QHW� SRVLWLRQ� RI� WKH�
XQLYHUVLW\� DQG� VHJUHJDWHV� WKH� DVVHWV� DQG� OLDELOLWLHV� LQWR� FXUUHQW� DQG� QRQFXUUHQW� FRPSRQHQWV���
&XUUHQW�DVVHWV�DUH�WKRVH�WKDW�DUH�DYDLODEOH�WR�VDWLVI\�FXUUHQW�OLDELOLWLHV��LQFOXVLYH�RI�DVVHWV�WKDW�ZLOO�
EH�FRQYHUWHG�WR�FDVK�ZLWKLQ�RQH�\HDU���&XUUHQW�OLDELOLWLHV�DUH�WKRVH�WKDW�ZLOO�EH�SDLG�ZLWKLQ�RQH�\HDU���
7KH� VWDWHPHQW� RI� QHW� SRVLWLRQ� LV� SUHSDUHG� XQGHU� WKH� DFFUXDO� EDVLV� RI� DFFRXQWLQJ�� DVVHWV� DQG�
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OLDELOLWLHV�DUH�UHFRJQL]HG�ZKHQ�JRRGV�RU�VHUYLFHV�DUH�SURYLGHG�RU�UHFHLYHG�GHVSLWH�ZKHQ�FDVK�LV�
DFWXDOO\�H[FKDQJHG�

)URP� WKH�GDWD�SUHVHQWHG�� UHDGHUV�RI� WKH� VWDWHPHQW� DUH�DEOH� WR�GHWHUPLQH� WKH�DVVHWV� DYDLODEOH� WR�
FRQWLQXH�WKH�RSHUDWLRQV�RI�WKH�XQLYHUVLW\���7KH\�DUH�DOVR�DEOH�WR�GHWHUPLQH�KRZ�PXFK�WKH�XQLYHUVLW\�
RZHV�YHQGRUV��OHQGHUV��DQG�RWKHUV���1HW�SRVLWLRQ�UHSUHVHQWV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�XQLYHUVLW\¶V�
DVVHWV�DQG�OLDELOLWLHV� DORQJ�ZLWK�WKH�GLIIHUHQFH�EHWZHHQ�GHIHUUHG�RXWIORZV�DQG�GHIHUUHG�LQIORZV�RI�
UHVRXUFHV� DQG�LV�RQH�LQGLFDWRU�RI�WKH�XQLYHUVLW\¶V�FXUUHQW�ILQDQFLDO�FRQGLWLRQ��

7KH�VWDWHPHQW�RI�QHW�SRVLWLRQ�DOVR�LQGLFDWHV�WKH�DYDLODELOLW\�RI�QHW�SRVLWLRQ�IRU�H[SHQGLWXUH�E\�WKH�
XQLYHUVLW\���1HW�SRVLWLRQ�LV�GLYLGHG�LQWR�WKUHH�PDMRU�FDWHJRULHV���7KH�ILUVW�FDWHJRU\��QHW�LQYHVWPHQW�
LQ�FDSLWDO�DVVHWV��UHSUHVHQWV�WKH�XQLYHUVLW\¶V�WRWDO�LQYHVWPHQW�LQ�SURSHUW\��SODQW��DQG�HTXLSPHQW��QHW�
RI�RXWVWDQGLQJ�GHEW�REOLJDWLRQV�DQG�GHIHUUHG�RXWIORZV�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�WKHVH�FDSLWDO�
DVVHWV���7R�WKH�H[WHQW�GHEW�RU�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�KDYH�EHHQ�LQFXUUHG�EXW�QRW�\HW�H[SHQGHG�
IRU�FDSLWDO�DVVHWV�� VXFK�DPRXQWV�DUH�QRW� LQFOXGHG�� �7KH�QH[W�FDWHJRU\� LV� UHVWULFWHG�QHW�SRVLWLRQ��
ZKLFK� LV� VXEGLYLGHG� LQWR� WZR� FDWHJRULHV�� QRQH[SHQGDEOH� DQG� H[SHQGDEOH�� � 1RQH[SHQGDEOH�
UHVWULFWHG�QHW�SRVLWLRQ�LQFOXGHV�HQGRZPHQW�DQG�VLPLODU�UHVRXUFHV�ZKRVH�XVH�LV�OLPLWHG�E\�GRQRUV�
RU� RWKHU� RXWVLGH� VRXUFHV� DQG�� DV� D� FRQGLWLRQ� RI� WKH� JLIW�� WKH� SULQFLSDO� LV� WR� EH� PDLQWDLQHG� LQ�
SHUSHWXLW\���([SHQGDEOH�UHVWULFWHG�QHW�SRVLWLRQ�LV�DYDLODEOH�IRU�H[SHQGLWXUH�E\�WKH�XQLYHUVLW\�EXW�
PXVW�EH�VSHQW�IRU�SXUSRVHV�DV�GHWHUPLQHG�E\�GRQRUV�DQG�RU�H[WHUQDO�HQWLWLHV�WKDW�KDYH�SODFHG�WLPH�
RU�SXUSRVH�UHVWULFWLRQV�RQ�WKH�XVH�RI�WKH�UHVRXUFHV���7KH�ILQDO�FDWHJRU\�LV�XQUHVWULFWHG�QHW�SRVLWLRQ���
8QUHVWULFWHG�QHW�SRVLWLRQ�LV�DYDLODEOH�WR�WKH�XQLYHUVLW\�IRU�DQ\�ODZIXO�SXUSRVH�RI�WKH�XQLYHUVLW\��

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�XQLYHUVLW\¶V�DVVHWV�� OLDELOLWLHV��GHIHUUHG�RXWIORZV�LQIORZV�RI�
UHVRXUFHV��DQG�QHW�SRVLWLRQ�DW�-XQH�����������DQG�-XQH�����������

6XPPDU\�RI�1HW�3RVLWLRQ�
�LQ�WKRXVDQGV�RI�GROODUV��

����� �����
$VVHWV��
���&XUUHQW�DVVHWV� ����������� �����������
���&DSLWDO�DVVHWV��QHW� �������� ��������
���2WKHU�DVVHWV� �������� ��������
7RWDO�DVVHWV� �������� ��������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV��
���'HIHUUHG�DPRXQW�RQ�GHEW�UHIXQGLQJ� ������ ������
���'HIHUUHG�RXWIORZV�UHODWHG�WR�SHQVLRQV� ������� �������
���'HIHUUHG�RXWIORZV�UHODWHG�WR�23(%� ������ ������
7RWDO�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV� ������� �������

/LDELOLWLHV�� � �
���&XUUHQW�OLDELOLWLHV� ������� �������
���1RQFXUUHQW�OLDELOLWLHV� �������� ��������
7RWDO�OLDELOLWLHV� �������� ��������
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'HIHUUHG�LQIORZV�RI�UHVRXUFHV�� � �
���'HIHUUHG�DPRXQW�RQ�GHEW�UHIXQGLQJ� ��� ���
���'HIHUUHG�LQIORZV�UHODWHG�WR�SHQVLRQV� ������ ������
���'HIHUUHG�LQIORZV�UHODWHG�WR�23(%� ������ ������
7RWDO�GHIHUUHG�LQIORZV�RI�UHVRXUFHV� ������ ������

1HW�SRVLWLRQ�� � �
���1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV� �������� ��������
���5HVWULFWHG�±�H[SHQGDEOH� ������� �������
���8QUHVWULFWHG� ������� �������
7RWDO�QHW�SRVLWLRQ� ��������� ���������

&RPSDULVRQ�RI�)LVFDO�<HDU������WR�)LVFDO�<HDU������

&XUUHQW�DVVHWV�GHFUHDVHG�IURP������WR������GXH�WR�D�GHFUHDVH�LQ�DFFRXQWV�UHFHLYDEOH�UHODWHG�
WR�WKH�FRQVWUXFWLRQ�RI�WKH�0DUWLQ�)LQH�$UWV�&HQWHU�FROOHFWHG�GXULQJ�ILVFDO�\HDU��������

&DSLWDO�DVVHWV��QHW�RI�GHSUHFLDWLRQ�� LQFUHDVHG�GXH�WR�WKH�FRPSOHWLRQ�RI�WKH�UHQRYDWLRQ�RI�
%XLOGLQJ����RQ�WKH�9HWHUDQV�$IIDLUV�0HGLFDO�&HQWHU�FDPSXV��DV�ZHOO�DV�FRQVWUXFWLRQ�RI�WKH�
0DUWLQ�)LQH�$UWV�&HQWHU�DQG�UHQRYDWLRQ�RI�WKH�'�3��&XOS�&HQWHU���

2WKHU�DVVHWV� LQFUHDVHG�IURP������WR������GXH�WR�DQ�LQFUHDVH�LQ�QRQFXUUHQW�UHVWULFWHG�FDVK�
UHVXOWLQJ�IURP�WKH�UHFHLSW�RI�WKH�UHFHLYDEOH�IRU�WKH�FRQVWUXFWLRQ�RI�WKH�0DUWLQ�)LQH�$UWV�&HQWHU��

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV�UHODWHG�WR�23(%�LQFUHDVHG�LQ������GXH WR�DQ�LQFUHDVH�LQ�
FRQWULEXWLRQV� SDLG� VXEVHTXHQW� WR� WKH�PHDVXUHPHQW� GDWH�� DV�ZHOO� DV� LQLWLDO� UHFRUGLQJV� RI�
SURSRUWLRQDWH� VKDUH� UHODWHG� WR� FKDQJHV� LQ� DVVXPSWLRQV�� DQG� FKDQJHV� LQ� SURSRUWLRQ� DQG�
GLIIHUHQFH�EHWZHHQ�EHQHILWV�SDLG�DQG�SURSRUWLRQDWH�VKDUH�RI�EHQHILWV�SDLG����

&XUUHQW� OLDELOLWLHV� LQFUHDVHG� LQ� �����PDLQO\�GXH� WR� D� �����PLOOLRQ� LQFUHDVH� LQ� XQHDUQHG�
UHYHQXH�UHVXOWLQJ�IURP�DQ�LQFUHDVHG�IDOO�HQUROOPHQW�LQ�WKH�&ROOHJH�RI�3KDUPDF\�DQG�D����
PLOOLRQ�LQFUHDVH�LQ�WKH�FXUUHQW�SRUWLRQ�RI�WKH�XQLYHUVLW\¶V�WRWDO�23(%�OLDELOLW\��

,Q�������QRQFXUUHQW�OLDELOLWLHV�LQFUHDVHG�GXH�WR�DQ�LQFUHDVH�LQ�UHYROYLQJ�FUHGLW�REOLJDWLRQV�
LQ�DVVRFLDWLRQ�ZLWK�RQJRLQJ�FRQVWUXFWLRQ�SURMHFWV��LQFOXGLQJ�WKH�0DUWLQ�)LQH�$UWV�&HQWHU�
DQG�'�3��&XOS�&HQWHU���

1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV�LQFUHDVHG�GXH�WR�WKH�FRPSOHWLRQ�RI�%XLOGLQJ�����DV�ZHOO�DV�
RQJRLQJ�FRQVWUXFWLRQ�SURMHFWV��LQFOXGLQJ�WKH�0DUWLQ�)LQH�$UWV�&HQWHU�DQG�'�3��&XOS�&HQWHU���

5HVWULFWHG� H[SHQGDEOH� QHW� SRVLWLRQ� LQFUHDVHG�PDLQO\� GXH� WR� D� ����� PLOOLRQ� LQFUHDVH� LQ�
DPRXQWV�UHVWULFWHG�IRU�GHEW�VHUYLFH��

8QUHVWULFWHG� QHW� SRVLWLRQ� LQFUHDVHG� GXH� WR� LQFUHDVHV� LQ� XQUHVWULFWHG� 5HQHZDO� DQG�
5HSODFHPHQW�IXQGV�LQ�DQWLFLSDWLRQ�RI�IXWXUH�SURMHFWV���

7KH�6WDWHPHQW�RI�5HYHQXHV��([SHQVHV��DQG�&KDQJHV�LQ�1HW�3RVLWLRQ

7KH�VWDWHPHQW�RI�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�SRVLWLRQ�SUHVHQWV�WKH�UHVXOWV�RI�RSHUDWLRQV�
IRU�WKH�ILVFDO�\HDU���5HYHQXHV�DQG�H[SHQVHV�DUH�UHFRJQL]HG�ZKHQ�HDUQHG�RU�LQFXUUHG��UHJDUGOHVV�RI�
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ZKHQ�FDVK�LV�UHFHLYHG���7KH�VWDWHPHQW�LQGLFDWHV�ZKHWKHU�WKH�XQLYHUVLW\¶V�ILQDQFLDO�FRQGLWLRQ�KDV�
LPSURYHG�RU�GHWHULRUDWHG�GXULQJ�WKH�ILVFDO�\HDU���7KH�VWDWHPHQW�SUHVHQWV�WKH�UHYHQXHV�UHFHLYHG�E\�
WKH� XQLYHUVLW\�� ERWK� RSHUDWLQJ� DQG� QRQRSHUDWLQJ�� WKH� H[SHQVHV� SDLG� E\� WKH� XQLYHUVLW\�� ERWK�
RSHUDWLQJ�DQG�QRQRSHUDWLQJ��DQG�DQ\�RWKHU�UHYHQXHV��H[SHQVHV��JDLQV��RU�ORVVHV�UHFHLYHG�RU�VSHQW�
E\�WKH�XQLYHUVLW\����

*HQHUDOO\� VSHDNLQJ�� RSHUDWLQJ� UHYHQXHV� DUH� UHFHLYHG� IRU� SURYLGLQJ� JRRGV� DQG� VHUYLFHV� WR� WKH�
YDULRXV�FXVWRPHUV�DQG�FRQVWLWXHQFLHV�RI�WKH�XQLYHUVLW\�� �2SHUDWLQJ�H[SHQVHV�DUH�WKRVH�H[SHQVHV�
SDLG�WR�DFTXLUH�RU�SURGXFH�WKH�JRRGV�DQG�VHUYLFHV�SURYLGHG�LQ�UHWXUQ�IRU�WKH�RSHUDWLQJ�UHYHQXHV��
DQG�WR�FDUU\�RXW�WKH�PLVVLRQ�RI�WKH�XQLYHUVLW\���1RQRSHUDWLQJ�UHYHQXHV�DUH�UHYHQXHV�UHFHLYHG�IRU�
ZKLFK�JRRGV�DQG�VHUYLFHV�DUH�QRW�SURYLGHG�GLUHFWO\�WR�WKH�SD\RU� $OWKRXJK�(DVW�7HQQHVVHH�6WDWH�
8QLYHUVLW\� LV� GHSHQGHQW� XSRQ� VWDWH� DSSURSULDWLRQV� DQG� JLIWV� WR� IXQG� HGXFDWLRQDO� DQG� JHQHUDO�
RSHUDWLRQV��XQGHU�*$6%�VWDQGDUGV�WKHVH�IXQGLQJ�VRXUFHV�DUH�UHSRUWHG�DV�QRQRSHUDWLQJ�UHYHQXHV��
DV�LV�LQYHVWPHQW�LQFRPH���$V�D�UHVXOW��WKH�XQLYHUVLW\�KDV�KLVWRULFDOO\�UHSRUWHG�DQ�H[FHVV�RI�RSHUDWLQJ�
H[SHQVHV�RYHU�RSHUDWLQJ�UHYHQXHV��UHVXOWLQJ�LQ�DQ�RSHUDWLQJ�ORVV���7KHUHIRUH��WKH�³LQFUHDVH�LQ�QHW�
SRVLWLRQ´�LV�PRUH�LQGLFDWLYH�RI�RYHUDOO�ILQDQFLDO�UHVXOWV�IRU�WKH�\HDU��

$�VXPPDU\�RI�WKH�XQLYHUVLW\¶V�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�SRVLWLRQ�IRU�WKH�\HDUV�HQGHG�
-XQH�����������DQG�-XQH�����������IROORZV��

6XPPDU\�RI�5HYHQXHV��([SHQVHV��DQG�&KDQJHV�LQ�1HW�3RVLWLRQ��
�LQ�WKRXVDQGV�RI�GROODUV�

� ����� �����
2SHUDWLQJ�UHYHQXHV� ��������� ���������
2SHUDWLQJ�H[SHQVHV� �������� ��������
���2SHUDWLQJ�ORVV� ���������� ����������
1RQRSHUDWLQJ�UHYHQXHV�DQG�H[SHQVHV� �������� ��������
,QFRPH�EHIRUH�RWKHU�UHYHQXHV��H[SHQVHV��
JDLQV��RU�ORVVHV� ������� �������

2WKHU�UHYHQXHV��H[SHQVHV��JDLQV��RU�ORVVHV� ������� �������
,QFUHDVH�LQ�QHW�SRVLWLRQ� ������� �������
1HW�SRVLWLRQ�DW�EHJLQQLQJ�RI�\HDU��DV�RULJLQDOO\�UHSRUWHG� �������� ��������
&XPXODWLYH�HIIHFW�RI�FKDQJH�LQ�DFFRXQWLQJ�SULQFLSOH� ������������������� ���������
3ULRU�SHULRG�DGMXVWPHQW� ������������������� ������
1HW�SRVLWLRQ�DW�EHJLQQLQJ�RI�\HDU��UHVWDWHG� �������� ��������
1HW�SRVLWLRQ�DW�HQG�RI�\HDU ��������� ���������

2SHUDWLQJ�5HYHQXHV�

7KH� IROORZLQJ� VXPPDUL]HV� WKH� RSHUDWLQJ� UHYHQXHV� E\� VRXUFH� WKDW�ZHUH� XVHG� WR� IXQG�RSHUDWLQJ�
DFWLYLWLHV�IRU�WKH�ODVW�WZR�ILVFDO�\HDUV��
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2SHUDWLQJ�5HYHQXHV�E\�6RXUFH�
�LQ�WKRXVDQGV�RI�GROODUV��

&RPSDULVRQ�RI�)LVFDO�<HDU������WR�)LVFDO�<HDU������

7XLWLRQ�DQG�IHHV�LQFUHDVHG�LQ������GXH�WR�DQ�DYHUDJH����PDLQWHQDQFH�DQG�PDQGDWRU\�IHH�
LQFUHDVH� DQG� LQFUHDVHV� LQ� RWKHU� QRQPDQGDWRU\� IHHV�� OHVV� GLVFRXQWV� IRU� WXLWLRQ� DQG� IHHV�
RIIHUHG� WR� HOLJLEOH� VWXGHQWV� DQG� UHSRUWHG� DV� D� VFKRODUVKLS� DOORZDQFH� LQ� WKH� ILQDQFLDO�
VWDWHPHQWV��

*UDQWV� DQG� FRQWUDFWV� GHFUHDVHG� GXH� WR� GHFUHDVHV� LQ� ERWK� JRYHUQPHQWDO� DQG�
QRQJRYHUQPHQWDO�JUDQWV�DQG�FRQWUDFWV�� �'XULQJ�ILVFDO�\HDU�������WKH�XQLYHUVLW\�UHFHLYHG�
VHYHUDO�QHZ�JUDQWV�IRU�FDSLWDO�SURMHFWV�DQG�RXWUHDFK�SURJUDPV���7KHVH�JUDQWV�ZHUH�H[SHQGHG�
DQG�QRW�UHSODFHG�E\�DGGLWLRQDO�JUDQWV�LQ�ILVFDO�\HDU������

2SHUDWLQJ�([SHQVHV

2SHUDWLQJ�H[SHQVHV�PD\�EH�UHSRUWHG�E\�QDWXUH�RU�IXQFWLRQ���7KH�XQLYHUVLW\�KDV�FKRVHQ�WR�UHSRUW�
WKH�H[SHQVHV�LQ�WKHLU�QDWXUDO�FODVVLILFDWLRQ�RQ�WKH�VWDWHPHQW�RI�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�
QHW�SRVLWLRQ�DQG�KDV�GLVSOD\HG�WKH�IXQFWLRQDO�FODVVLILFDWLRQ�LQ�WKH�QRWHV�WR�WKH�ILQDQFLDO�VWDWHPHQWV���
7KH�IROORZLQJ�VXPPDUL]HV�WKH�RSHUDWLQJ�H[SHQVHV�E\�QDWXUDO�FODVVLILFDWLRQV�IRU�WKH�ODVW�WZR�ILVFDO�
\HDUV��

Ψϭ͕ϴϬϰ

ΨϮϱ͕ϲϵϯ

ΨϭϬ͕ϯϮϳ

ΨϮϭ͕ϴϮϯ

Ψϭϵ͕ϭϮϱ

ΨϮϴ͕ϯϬϮ

Ψϭϭϰ͕Ϭϴϳ

Ψϭ͕ϳϯϱ

ΨϮϱ͕ϭϵϳ

ΨϭϬ͕ϵϱϭ

ΨϮϭ͕ϳϵϰ

Ψϭϴ͕ϯϴϬ

ΨϮϳ͕ϵϰϵ

Ψϭϭϲ͕ϬϮϯ

Ψ ΨϰϬ͕ϬϬϬ ΨϴϬ͕ϬϬϬ ΨϭϮϬ͕ϬϬϬ

KƚŚĞƌ ŽƉĞƌĂƚŝŶŐ ƌĞǀĞŶƵĞƐ

�ƵǆŝůŝĂƌǇ

^ĂůĞƐ ĂŶĚ ƐĞƌǀŝĐĞƐ ŽĨ ŽƚŚĞƌ ĂĐƚŝǀŝƚŝĞƐ

^ĂůĞƐ ĂŶĚ ƐĞƌǀŝĐĞƐ ŽĨ ĞĚƵĐĂƚŝŽŶĂů ĂĐƚŝǀŝƚŝĞƐ

EŽŶŐŽǀĞƌŶŵĞŶƚĂů ŐƌĂŶƚƐ ĂŶĚ ĐŽŶƚƌĂĐƚƐ

'ŽǀĞƌŶŵĞŶƚĂů ŐƌĂŶƚƐ ĂŶĚ ĐŽŶƚƌĂĐƚƐ

dƵŝƚŝŽŶ ĂŶĚ ĨĞĞƐ

ϮϬϭϵ

ϮϬϭϴ
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2SHUDWLQJ�([SHQVHV�±�1DWXUDO�&ODVVLILFDWLRQ�
�LQ�WKRXVDQGV�RI�GROODUV��

&RPSDULVRQ�RI�)LVFDO�<HDU������WR�)LVFDO�<HDU������

6DODULHV��ZDJHV��DQG�EHQHILWV�LQFUHDVHG�LQ�ILVFDO�\HDU������GXH�WR�D����DFURVV�WKH�ERDUG�
SD\�LQFUHDVH�DQG�GXH�WR�QHZ�SD\PHQWV�PDGH�E\�WKH�6WDWH�RI�7HQQHVVHH�RQ�EHKDOI�RI�WKH�
XQLYHUVLW\�IRU�UHWLUHHV�SDUWLFLSDWLQJ�LQ�WKH�&ORVHG�6WDWH�(PSOR\HH�*URXS�23(%�SODQ��

'HSUHFLDWLRQ� LQFUHDVHG� GXH� WR� WKH� FRPSOHWLRQ� RI� VHYHUDO� UHQRYDWLRQ� SURMHFWV�� LQFOXGLQJ�
%XLOGLQJ������

1RQRSHUDWLQJ�5HYHQXHV�DQG�([SHQVHV�

&HUWDLQ�UHYHQXH�VRXUFHV�WKDW�WKH�XQLYHUVLW\�UHOLHV�RQ�WR�SURYLGH�IXQGLQJ�IRU�RSHUDWLRQV��LQFOXGLQJ�
VWDWH�QRQFDSLWDO�DSSURSULDWLRQV��FHUWDLQ�JLIWV�DQG�JUDQWV��DQG�LQYHVWPHQW�LQFRPH��DUH�GHILQHG�E\�WKH�
*$6%�DV�QRQRSHUDWLQJ���1RQRSHUDWLQJ�H[SHQVHV�LQFOXGH�FDSLWDO�ILQDQFLQJ�FRVWV�DQG�RWKHU�FRVWV�
UHODWHG�WR�FDSLWDO�DVVHWV���7KH�IROORZLQJ�VXPPDUL]HV�WKH�XQLYHUVLW\¶V�QRQRSHUDWLQJ�UHYHQXHV�DQG�
H[SHQVHV�IRU�WKH�ODVW�WZR�ILVFDO�\HDUV��

Ψϭϯ͕ϴϬϬ

ΨϮϮ͕ϴϴϯ

Ψϳϰ͕ϭϭϯ

ΨϳϬ͕ϲϵϭ

Ψϭϴϰ͕ϰϰϬ

Ψϭϱ͕ϱϲϵ

ΨϮϯ͕ϬϱϮ

Ψϳϲ͕ϮϬϵ

Ψϳϰ͕ϮϮϬ

Ψϭϴϵ͕ϯϰϬ

Ψ ΨϰϬ͕ϬϬϬ ΨϴϬ͕ϬϬϬ ΨϭϮϬ͕ϬϬϬ ΨϭϲϬ͕ϬϬϬ ΨϮϬϬ͕ϬϬϬ

�ĞƉƌĞĐŝĂƚŝŽŶ ĞǆƉĞŶƐĞ

^ĐŚŽůĂƌƐŚŝƉƐ ĂŶĚ ĨĞůůŽǁƐŚŝƉƐ

hƚŝůŝƚŝĞƐ͕ ƐƵƉƉůŝĞƐ͕ ĂŶĚ ŽƚŚĞƌ ƐĞƌǀŝĐĞƐ

�ĞŶĞĨŝƚƐ

^ĂůĂƌŝĞƐ

ϮϬϭϵ

ϮϬϭϴ
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1RQRSHUDWLQJ�5HYHQXHV��([SHQVHV��
�LQ�WKRXVDQGV�RI�GROODUV��

� ����� �����
6WDWH�DSSURSULDWLRQV� ��������� ����������
*LIWV� ������ ������
*UDQWV�DQG�FRQWUDFWV� ������� �������
,QYHVWPHQW�LQFRPH� ������ ������
,QWHUHVW�RQ�FDSLWDO�DVVHW�UHODWHG�GHEW� �������� ��������
,QWHUHVW�RQ�QRQFDSLWDO�GHEW� ������ ������
%RQG�LVVXDQFH�FRVWV� ����� ������
2WKHU�QRQRSHUDWLQJ�UHYHQXHV��H[SHQVHV�� ����� ������
7RWDO�QRQRSHUDWLQJ�UHYHQXHV��H[SHQVHV�� ��������� ���������

1RQRSHUDWLQJ�5HYHQXHV�
�LQ�WKRXVDQGV�RI�GROODUV��

&RPSDULVRQ�RI�)LVFDO�<HDU������WR�)LVFDO�<HDU�����

6WDWH�DSSURSULDWLRQV�LQFUHDVHG�LQ�ILVFDO�\HDU������GXH�WR�QHZ�SD\PHQWV�PDGH�E\�WKH�6WDWH�RI�
7HQQHVVHH�RQ�EHKDOI�RI�WKH�XQLYHUVLW\�IRU�UHWLUHHV�SDUWLFLSDWLQJ�LQ�WKH�&ORVHG�6WDWH�(PSOR\HH�
*URXS�23(%�SODQ���6WDWH�JRYHUQPHQW�UHYHQXHV�DOVR�FRQWLQXH�WR�WUHQG�XS��

1RQRSHUDWLQJ�JLIWV�LQFUHDVHG�VOLJKWO\�IURP������WR������GXH�WR�DQ�LQFUHDVH�LQ�JLIWV�IURP�WKH�
(768�)RXQGDWLRQ�

,QYHVWPHQW�LQFRPH�LQFUHDVHG�GXH�WR�WKH�PDWXULQJ�RI�LQYHVWPHQWV�GXULQJ�WKH�\HDU�WKDW�ZHUH�
UHLQYHVWHG�DW�D�KLJKHU�UDWH�RI�UHWXUQ�

ΨϮ͕ϱϰϵ

Ψϱϯ͕ϯϴϱ

Ψϰ͕ϭϳϳ

ΨϭϬϮ͕ϭϰϭ

Ψϱ͕ϯϳϱ

ΨϱϮ͕ϱϭϰ

Ψϰ͕ϵϬϯ

ΨϭϭϬ͕ϰϵϬ

Ψ ΨϮϬ͕ϬϬϬ ΨϰϬ͕ϬϬϬ ΨϲϬ͕ϬϬϬ ΨϴϬ͕ϬϬϬ ΨϭϬϬ͕ϬϬϬ ΨϭϮϬ͕ϬϬϬ

/ŶǀĞƐƚŵĞŶƚ ŝŶĐŽŵĞ

'ƌĂŶƚƐ ĂŶĚ ĐŽŶƚƌĂĐƚƐ

'ŝĨƚƐ

^ƚĂƚĞ ĂƉƉƌŽƉƌŝĂƚŝŽŶƐ

ϮϬϭϵ

ϮϬϭϴ
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2WKHU�5HYHQXHV�

7KLV�FDWHJRU\�LV�FRPSRVHG�RI�VWDWH�DSSURSULDWLRQV�IRU�FDSLWDO�SXUSRVHV�DQG�FDSLWDO�JUDQWV�DQG�JLIWV���
7KHVH�DPRXQWV�ZHUH�DV�IROORZV�IRU�WKH�ODVW�WZR�ILVFDO�\HDUV��

2WKHU�5HYHQXHV�
�LQ�WKRXVDQGV�RI�GROODUV��

� ����� �����
&DSLWDO�DSSURSULDWLRQV� ��������� �������
&DSLWDO�JUDQWV�DQG�JLIWV� ������ �������
7RWDO�RWKHU�UHYHQXHV� �������� ��������

2WKHU�5HYHQXHV�
�LQ�WKRXVDQGV�RI�GROODUV��

&RPSDULVRQ�RI�)LVFDO�<HDU������WR�)LVFDO�<HDU������

&DSLWDO�DSSURSULDWLRQV�LQFUHDVHG�IURP������WR������GXH�WR�DQ�LQFUHDVH�LQ�DSSURSULDWLRQ�IXQGHG�
H[SHQGLWXUHV�IRU�FDSLWDO�SURMHFWV��LQFOXGLQJ�������PLOOLRQ�IRU�WKH�0DUWLQ�)LQH�$UWV�&HQWHU��

&DSLWDO�JLIWV�DQG�JUDQWV�GHFUHDVHG�GXH�WR�D�JLIW�IRU�WKH�0DUWLQ�)LQH�$UWV�&HQWHU�WKDW�ZDV�
UHFRUGHG�GXULQJ�������

&DSLWDO�$VVHWV�DQG�'HEW�$GPLQLVWUDWLRQ

&DSLWDO�$VVHWV

(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�KDG������PLOOLRQ� LQYHVWHG� LQ� FDSLWDO� DVVHWV��QHW�RI� DFFXPXODWHG�
GHSUHFLDWLRQ�RI������PLOOLRQ�DW�-XQH�����������DQG������PLOOLRQ�LQYHVWHG�LQ�FDSLWDO�DVVHWV��QHW�RI�

Ψϭϭ͕ϭϰϴ

Ψϳ͕ϯϯϬ

Ψϵ͕Ϭϵϰ

ΨϮϴ͕ϯϮϴ

Ψ Ψϱ͕ϬϬϬ ΨϭϬ͕ϬϬϬ Ψϭϱ͕ϬϬϬ ΨϮϬ͕ϬϬϬ ΨϮϱ͕ϬϬϬ ΨϯϬ͕ϬϬϬ

�ĂƉŝƚĂů ŐƌĂŶƚƐ ĂŶĚ ŐŝĨƚƐ

�ĂƉŝƚĂů ĂƉƉƌŽƉƌŝĂƚŝŽŶƐ

ϮϬϭϵ

ϮϬϭϴ
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DFFXPXODWHG�GHSUHFLDWLRQ�RI������PLOOLRQ�DW� -XQH����������� �'HSUHFLDWLRQ�FKDUJHV� WRWDOHG�������
PLOOLRQ�IRU�WKH�\HDU�HQGHG�-XQH�����������DQG�������PLOOLRQ�IRU�WKH�\HDU�HQGHG�-XQH����������

6XPPDU\�RI�&DSLWDO�$VVHWV��1HW�RI�'HSUHFLDWLRQ��
�LQ�WKRXVDQGV�RI�GROODUV�

� ����� �����
/DQG� ����������� ����������
/DQG�LPSURYHPHQWV�DQG�LQIUDVWUXFWXUH� ������� �������
%XLOGLQJV� �������� ��������
(TXLSPHQW� ������� �������
/LEUDU\�KROGLQJV� ���� ����
,QWDQJLEOH�DVVHWV� ���� ��
$UW�DQG�KLVWRULFDO�FROOHFWLRQV� ��� ���
3URMHFWV�LQ�SURJUHVV� ������� �������
7RWDO� ��������� ���������

&DSLWDO�DVVHWV��QHW�RI�GHSUHFLDWLRQ��LQFUHDVHG�IURP������WR������GXH�WR�WKH�FRPSOHWLRQ�RI�
%XLOGLQJ�����DV�ZHOO�DV�RQJRLQJ�SURMHFWV�LQFOXGLQJ�WKH�0DUWLQ�)LQH�$UWV�&HQWHU�DQG�WKH�'�3��
&XOS�UHQRYDWLRQ���

$W� -XQH� ���� ������ RXWVWDQGLQJ� FRPPLWPHQWV� XQGHU� FRQVWUXFWLRQ� FRQWUDFWV� WRWDOHG� ����PLOOLRQ� IRU�
YDULRXV�UHQRYDWLRQV�DQG�UHSDLUV�RI�EXLOGLQJV�DQG�LQIUDVWUXFWXUH�LQFOXGLQJ�FRPPLWPHQWV�IRU�WKH�)LQH�
$UWV�%XLOGLQJ��WKH�'�3��&XOS�UHQRYDWLRQ��DQG�WKH�/DPE�+DOO�UHQRYDWLRQV���)XWXUH�VWDWH�FDSLWDO�RXWOD\�
DSSURSULDWLRQV�ZLOO�IXQG�����PLOOLRQ�RI�WKHVH�FRVWV��LQFOXGLQJ�����PLOOLRQ�IRU�WKH�/DPE�+DOO�UHQRYDWLRQ��

0RUH� GHWDLOHG� LQIRUPDWLRQ� DERXW� WKH� XQLYHUVLW\¶V� FDSLWDO� DVVHWV� LV� SUHVHQWHG� LQ� 1RWH� �� WR� WKH�
ILQDQFLDO�VWDWHPHQWV��

'HEW

7KH�XQLYHUVLW\�KDG������PLOOLRQ�DQG������PLOOLRQ�LQ�GHEW�RXWVWDQGLQJ�DW�-XQH�����������DQG�-XQH�����
������UHVSHFWLYHO\���7KH�WDEOH�EHORZ�VXPPDUL]HV�WKHVH�DPRXQWV�E\�W\SH�RI�GHEW�LQVWUXPHQW�

6FKHGXOH�RI�2XWVWDQGLQJ�'HEW�
�LQ�WKRXVDQGV�RI�GROODUV��

� ����� �����
5HYROYLQJ�FUHGLW�IDFLOLW\� ���������� �����������
%RQGV� �������� ��������
8QDPRUWL]HG�ERQG�SUHPLXPV� ������� �������
7RWDO� ��������� ���������

7KH�7HQQHVVHH�6WDWH�6FKRRO�%RQG�$XWKRULW\��766%$��LVVXHG�ERQGV�ZLWK�LQWHUHVW�UDWHV�UDQJLQJ�IURP�
������WR����GXH�VHULDOO\�WR������RQ�EHKDOI�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\���7KH�XQLYHUVLW\�LV�
UHVSRQVLEOH�IRU�WKH�GHEW�VHUYLFH�RI�WKHVH�ERQGV���7KH�FXUUHQW�SRUWLRQ�RI�WKH������PLOOLRQ�RI�ERQGV�
RXWVWDQGLQJ�DW�-XQH�����������LV������PLOOLRQ�
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7KH�UDWLQJV�RQ�GHEW�LVVXHG�E\�WKH�7HQQHVVHH�6WDWH�6FKRRO�%RQG�$XWKRULW\�DW�-XQH�����������ZHUH�DV�
IROORZV�

)LWFK $$�
0RRG\¶V�,QYHVWRU�6HUYLFH $D�
6WDQGDUG�	�3RRU¶V $$�

0RUH�LQIRUPDWLRQ�DERXW�WKH�XQLYHUVLW\¶V�ORQJ�WHUP�OLDELOLWLHV�LV�SUHVHQWHG�LQ�1RWH���WR�WKH�ILQDQFLDO�
VWDWHPHQWV�

(FRQRPLF�)DFWRUV�7KDW�:LOO�$IIHFW�WKH�)XWXUH��

7KH� ILQDO� VWDWH� EXGJHW�� DV� SURSRVHG� E\�*RYHUQRU� /HH� DQG� VXEVHTXHQWO\� DSSURYHG� E\� WKH� VWDWH�
OHJLVODWXUH�� SURYLGHG� IRU� DQ� LQFUHDVH� RI� �����PLOOLRQ� IRU� WKH� XQLYHUVLW\��ZKLFK� FDQ� EH� XVHG� IRU�
VDODULHV�DQG�RSHUDWLRQV���7KH�(768�%RDUG�RI�7UXVWHHV�DSSURYHG�D������WXLWLRQ�DQG�PDQGDWRU\�IHH�
LQFUHDVH�DW�WKH�-XQH������PHHWLQJ���7KH�LQFUHDVH�LQ�DSSURSULDWLRQV��DV�ZHOO�DV�WXLWLRQ��ZLOO�DLG�LQ�
FRYHULQJ�VDODU\�LQFUHDVHV��DV�ZHOO�DV�LQIODWLRQDU\�LQFUHDVHV�LQ�RSHUDWLQJ�FRVWV����

7KH�XQLYHUVLW\�KDV�EHJXQ�D�UHYLHZ�RI�WKH�RUJDQL]DWLRQ�DQG�VWUXFWXUH�RI�WKH�XQLYHUVLW\�LQ�DQ�HIIRUW�
WR� PRUH� HIIHFWLYHO\� GHSOR\� UHVRXUFHV�� � 5HYLHZV� RI� WKH� VWXGHQW� DGYLVLQJ� IXQFWLRQV�� UHVHDUFK�
VWUXFWXUHV�DQG�VXSSRUW��WKH�VWXGHQW�UHFUXLWPHQW�DQG�DGPLVVLRQV�SURFHVVHV��DQG�WXLWLRQ�SULFLQJ�DQG�
GLVFRXQWV�DUH�DQWLFLSDWHG�WR�EH�FRPSOHWHG�ZLWKLQ�ILVFDO�\HDU���������

7KH�XQLYHUVLW\�KDV�FRPSOHWHG�WZR�\HDUV�XQGHU�WKH�%RDUG�VWUXFWXUH�LPSOHPHQWHG�ZLWK�WKH�)2&86�
$FW���%RDUG�PHPEHUV�DUH�DFWLYHO\�HQJDJHG�LQ�WKH�JXLGDQFH�RI�WKH�XQLYHUVLW\��DV�WKH�ODQGVFDSH�RI�
KLJKHU�HGXFDWLRQ�FRQWLQXHV�WR�FKDQJH�LQ�WKH�VWDWH�DQG�WKH�QDWLRQ��

:H� DUH� QRW� DZDUH� RI� DQ\� RWKHU� IDFWRUV�� GHFLVLRQV�� RU� FRQGLWLRQV� WKDW� DUH� H[SHFWHG� WR� KDYH� D�
VLJQLILFDQW�LPSDFW�RQ�WKH�XQLYHUVLW\¶V�ILQDQFLDO�SRVLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�GXULQJ�WKH�ILVFDO�
\HDU��

Audit Committee 
April 24, 2020

72



($67�7(11(66((�67$7(�81,9(56,7<
6WDWHPHQW�RI�1HW�3RVLWLRQ

-XQH���������

&RPSRQHQW�8QLWV
(DVW�7HQQHVVHH 0HGLFDO�(GXFDWLRQ
6WDWH�8QLYHUVLW\ $VVLVWDQFH

8QLYHUVLW\ )RXQGDWLRQ &RUSRUDWLRQ

$VVHWV
&XUUHQW�DVVHWV�
&DVK�DQG�FDVK�HTXLYDOHQWV��1RWHV���DQG���� �������������������� ���������������������� ���������������������
6KRUW�WHUP�LQYHVWPHQWV��1RWH���� � � ������������
$FFRXQWV��QRWHV��DQG�JUDQWV�UHFHLYDEOH��QHW���1RWHV���DQG���� ������������� � ������������
'XH�IURP�6WDWH�RI�7HQQHVVHH ������������ � �
'XH�IURP�(768��1RWH���� � � ���������
'XH�IURP�FRPSRQHQW�XQLWV ������������ � �
3OHGJHV�UHFHLYDEOH��QHW���1RWH���� � ������������ �
,QYHQWRULHV��DW�ORZHU�RI�FRVW�RU�PDUNHW� ���������� � �
3UHSDLG�H[SHQVHV ���������� � ����������
$FFUXHG�LQWHUHVW�UHFHLYDEOH ������������ ���������� �
2WKHU�DVVHWV ��������� � �

7RWDO�FXUUHQW�DVVHWV ������������� ������������ �������������
1RQFXUUHQW�DVVHWV�
&DVK�DQG�FDVK�HTXLYDOHQWV��1RWHV���DQG���� ������������� ������������ �
,QYHVWPHQWV��1RWHV���DQG���� ������������� ������������� ������������
,QYHVWPHQW�LQ�7HQQHVVHH�5HWLUHH�*URXS�7UXVW ���������� � �
$FFRXQWV��QRWHV��DQG�JUDQWV�UHFHLYDEOH��QHW���1RWH��� ������������ � �
1HW�SHQVLRQ�DVVHW��1RWH���� ���������� � �
3OHGJHV�UHFHLYDEOH��1RWH���� � ������������ �
&DSLWDO�DVVHWV��QHW���1RWHV���DQG���� �������������� ��������� ������������
2WKHU�DVVHWV � ��������� �

7RWDO�QRQFXUUHQW�DVVHWV �������������� �������������� ������������
7RWDO�DVVHWV �������������� �������������� �������������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV
'HIHUUHG�DPRXQW�RQ�GHEW�UHIXQGLQJ ������������ � �
'HIHUUHG�RXWIORZV�UHODWHG�WR�23(%��1RWH���� ������������ � �
'HIHUUHG�RXWIORZV�UHODWHG�WR�SHQVLRQV��1RWH���� ������������� � �

7RWDO�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV ������������� � �

/LDELOLWLHV
&XUUHQW�OLDELOLWLHV�
$FFRXQWV�SD\DEOH��1RWH��� ������������ ��������� ����������
$FFUXHG�OLDELOLWLHV ������������� � ������������
'XH�WR�6WDWH�RI�7HQQHVVHH �������� � �
'XH�WR�(768 � ���������� ����������
'XH�WR�0($& ��������� � �
6WXGHQW�GHSRVLWV� ���������� � �
8QHDUQHG�UHYHQXH� ������������� � �
&RPSHQVDWHG�DEVHQFHV��1RWHV���DQG���� ������������ � ����������
$FFUXHG�LQWHUHVW�SD\DEOH ������������ � �
7RWDO�23(%�OLDELOLW\��1RWH���� ������������ � �
/RQJ�WHUP�OLDELOLWLHV��FXUUHQW�SRUWLRQ��1RWH��� ������������ � �
'HSRVLWV�KHOG�LQ�FXVWRG\�IRU�RWKHUV ������������ � ����������
2WKHU�OLDELOLWLHV � �������� ������������

7RWDO�FXUUHQW�OLDELOLWLHV ������������� ���������� ������������
1RQFXUUHQW�OLDELOLWLHV�
7RWDO�23(%�OLDELOLW\��1RWH���� ������������� � �
1HW�SHQVLRQ�OLDELOLW\��1RWH���� ������������� � �
&RPSHQVDWHG�DEVHQFHV��1RWHV���DQG���� ������������� � ����������
/RQJ�WHUP�OLDELOLWLHV��1RWH��� �������������� � �
'XH�WR�JUDQWRUV��1RWH��� ������������ � �

7RWDO�QRQFXUUHQW�OLDELOLWLHV �������������� � ����������
7RWDO�OLDELOLWLHV �������������� ���������� ������������

'HIHUUHG�LQIORZV�RI�UHVRXUFHV
'HIHUUHG�DPRXQW�RQ�GHEW�UHIXQGLQJ ��������� � �
'HIHUUHG�LQIORZV�UHODWHG�WR�23(%��1RWH���� ������������ � �
'HIHUUHG�LQIORZV�UHODWHG�WR�SHQVLRQV��1RWH���� ������������ � �

7RWDO�GHIHUUHG�LQIORZV�RI�UHVRXUFHV ������������ � �

1HW�SRVLWLRQ
1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV �������������� ��������� ������������
5HVWULFWHG�IRU�
1RQH[SHQGDEOH�
6FKRODUVKLSV�DQG�IHOORZVKLSV � ������������� �
5HVHDUFK � ���������� �
,QVWUXFWLRQDO�GHSDUWPHQW�XVHV � ������������ �
2WKHU � ������������ �

([SHQGDEOH�
6FKRODUVKLSV�DQG�IHOORZVKLSV� ���������� ������������� �
5HVHDUFK� ���������� ���������� �
,QVWUXFWLRQDO�GHSDUWPHQW�XVHV� ���������� ������������ �
/RDQV� ���������� � �
&DSLWDO�SURMHFWV� ������������ ������������ �
'HEW�VHUYLFH� ������������� � �
3HQVLRQV ������������ � �
2WKHU� ������������ ������������� �

8QUHVWULFWHG� ������������� ������������ �������������
7RWDO�QHW�SRVLWLRQ ������������������� ������������������� ��������������������
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&RPSRQHQW�8QLWV
(DVW�7HQQHVVHH 0HGLFDO�(GXFDWLRQ
6WDWH�8QLYHUVLW\ $VVLVWDQFH

�8QLYHUVLW\ )RXQGDWLRQ &RUSRUDWLRQ
5HYHQXHV
2SHUDWLQJ�UHYHQXHV�
6WXGHQW�WXLWLRQ�DQG�IHHV��1RWH���� ������������������ �� ��
*LIWV�DQG�FRQWULEXWLRQV �� ������������ ��
*RYHUQPHQWDO�JUDQWV�DQG�FRQWUDFWV ������������� �� ����������
1RQJRYHUQPHQWDO�JUDQWV�DQG�FRQWUDFWV��1RWH���� ������������� �� �
6DOHV�DQG�VHUYLFHV�RI�HGXFDWLRQDO�DFWLYLWLHV��1RWH���� ������������� �� �
6DOHV�DQG�VHUYLFHV�RI�RWKHU�DFWLYLWLHV��1RWH���� ������������� �� �
1HW�SDWLHQW�UHYHQXHV �� �� �������������
$X[LOLDU\�HQWHUSULVHV�
5HVLGHQWLDO�OLIH��1RWH���� ������������� �� ��
%RRNVWRUH ���������� � ��
)RRG�VHUYLFH��1RWH���� ������������ �� ��
:HOOQHVV�IDFLOLW\� ������������ �� ��
2WKHU�DX[LOLDULHV��1RWH���� ������������ �� ��

,QWHUHVW�HDUQHG�RQ�ORDQV�WR�VWXGHQWV ���������� �� ��
2WKHU�RSHUDWLQJ�UHYHQXHV��IRXQGDWLRQ�UHYHQXHV�LQFOXGLQJ����������
�����IURP�0($& ������������ ������������ ����������

7RWDO�RSHUDWLQJ�UHYHQXHV �������������� ������������ �������������

([SHQVHV
2SHUDWLQJ�H[SHQVHV��1RWH�����
6DODULHV�DQG�ZDJHV �������������� �� �������������
%HQHILWV ������������� �� ������������
8WLOLWLHV��VXSSOLHV��DQG�RWKHU�VHUYLFHV ������������� ������������ ������������
6FKRODUVKLSV�DQG�IHOORZVKLSV ������������� ������������ ��
'HSUHFLDWLRQ�H[SHQVH ������������� �� ����������
3D\PHQWV�WR�RU�RQ�EHKDOI
RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\��1RWH���� �� ������������ ��

7RWDO�RSHUDWLQJ�H[SHQVHV �������������� ������������ �������������

2SHUDWLQJ�LQFRPH��ORVV� ���������������� �������������� ������������

1RQRSHUDWLQJ�UHYHQXHV��H[SHQVHV�
6WDWH�DSSURSULDWLRQV �������������� �� ��
*LIWV��LQFOXGLQJ���������������IURP�(768�)RXQGDWLRQ
���DQG���������������IURP�0($& ������������ �� ��
*UDQWV�DQG�FRQWUDFWV ������������� �� ��
,QYHVWPHQW�LQFRPH��QHW�RI�LQYHVWPHQW�H[SHQVH�IRU�WKH�
FRPSRQHQW�XQLWV�RI������������� ������������ ������������ ����������

,QWHUHVW�RQ�FDSLWDO�DVVHW�UHODWHG�GHEW �������������� �� ��
,QWHUHVW�RQ�QRQFDSLWDO��GHEW ������������ �� ��
%RQG�LVVXDQFH�FRVWV ����������� �� ��
3D\PHQWV�WR�RU�RQ�EHKDOI�RI��(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�RU
����(768�)RXQGDWLRQ��1RWH���� �� �� ��������������
2WKHU�QRQRSHUDWLQJ�UHYHQXHV��H[SHQVHV���1RWH���� ����������� � ����������

1HW�QRQRSHUDWLQJ�UHYHQXHV��H[SHQVHV� �������������� ������������ ��������������

,QFRPH�EHIRUH�RWKHU�UHYHQXHV��H[SHQVHV��JDLQV��RU�ORVVHV ������������� ���������� ������������

&DSLWDO�DSSURSULDWLRQV ������������� �� ��
&DSLWDO�JUDQWV�DQG�JLIWV��XQLYHUVLW\�JLIWV�LQFOXGLQJ��������������
�����IURP�(768�)RXQGDWLRQ ������������ ��������� ��
$GGLWLRQV�WR�SHUPDQHQW�HQGRZPHQWV �� ������������ ��

7RWDO�RWKHU�UHYHQXHV ������������� ������������ ��

,QFUHDVH�LQ�QHW�SRVLWLRQ ������������� ������������ ������������
1HW�SRVLWLRQ���EHJLQQLQJ�RI�\HDU �������������� �������������� �������������
1HW�SRVLWLRQ���HQG�RI�\HDU ������������������ ������������������ �������������������
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($67�7(11(66((�67$7(�81,9(56,7<
6WDWHPHQW�RI�5HYHQXHV��([SHQVHV��DQG�&KDQJHV�LQ�1HW�3RVLWLRQ
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&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV
7XLWLRQ�DQG�IHHV ������������������
*UDQWV�DQG�FRQWUDFWV �������������
6DOHV�DQG�VHUYLFHV�RI�HGXFDWLRQDO�DFWLYLWLHV �������������
6DOHV�DQG�VHUYLFHV�RI�RWKHU�DFWLYLWLHV �������������
3D\PHQWV�WR�VXSSOLHUV�DQG�YHQGRUV ���������������
3D\PHQWV�WR�HPSOR\HHV ����������������
3D\PHQWV�IRU�EHQHILWV ���������������
3D\PHQWV�IRU�VFKRODUVKLSV�DQG�IHOORZVKLSV ���������������
/RDQV�LVVXHG�WR�VWXGHQWV� ������������
&ROOHFWLRQ�RI�ORDQV�IURP�VWXGHQWV� ����������
,QWHUHVW�HDUQHG�RQ�ORDQV�WR�VWXGHQWV ����������
)XQGV�GLVEXUVHG�IRU�GHSRVLWV�KHOG�IRU�RWKHUV ��������������
)XQGV�UHFHLYHG�IRU�GHSRVLWV�KHOG�IRU�RWKHUV ������������
$X[LOLDU\�HQWHUSULVH�FKDUJHV�
5HVLGHQFH�KDOOV �������������
%RRNVWRUH ����������
)RRG�VHUYLFHV ������������
:HOOQHVV�IDFLOLW\ ������������
2WKHU�DX[LOLDULHV ������������

2WKHU�UHFHLSWV��SD\PHQWV� ������������
1HW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV ����������������

&DVK�IORZV�IURP�QRQFDSLWDO�ILQDQFLQJ�DFWLYLWLHV
6WDWH�DSSURSULDWLRQV ��������������
*LIWV�DQG�JUDQWV�UHFHLYHG�IRU�RWKHU�WKDQ�FDSLWDO�RU�HQGRZPHQW�SXUSRVHV �������������
)HGHUDO�VWXGHQW�ORDQ�UHFHLSWV �������������
)HGHUDO�VWXGHQW�ORDQ�GLVEXUVHPHQWV ���������������
3ULQFLSDO�SDLG�RQ�QRQFDSLWDO�GHEW ������������
,QWHUHVW�SDLG�RQ�QRQFDSLWDO�GHEW ������������
2WKHU�QRQFDSLWDO�ILQDQFLQJ�UHFHLSWV��SD\PHQWV� ���������

1HW�FDVK�SURYLGHG�E\�QRQFDSLWDO�ILQDQFLQJ�DFWLYLWLHV ��������������

&DVK�IORZV�IURP�FDSLWDO�DQG�UHODWHG�ILQDQFLQJ�DFWLYLWLHV
&DSLWDO�JUDQWV�DQG�JLIWV�UHFHLYHG ������������
3XUFKDVHV�RI�FDSLWDO�DVVHWV�DQG�FRQVWUXFWLRQ ���������������
3ULQFLSDO�SDLG�RQ�FDSLWDO�GHEW ��������������
,QWHUHVW�SDLG�RQ�FDSLWDO�GHEW ��������������
%RQG�LVVXH�FRVWV� �����������

1HW�FDVK�XVHG�E\�FDSLWDO�DQG�UHODWHG�ILQDQFLQJ�DFWLYLWLHV ���������������

&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV
3URFHHGV�IURP�VDOHV�DQG�PDWXULWLHV�RI�LQYHVWPHQWV �������������
,QFRPH�RQ�LQYHVWPHQWV ������������
3XUFKDVH�RI�LQYHVWPHQWV ���������������

1HW�FDVK�SURYLGHG�E\�LQYHVWLQJ�DFWLYLWLHV ������������

1HW�LQFUHDVH�LQ�FDVK� �������������
&DVK����EHJLQQLQJ�RI�\HDU �������������
&DVK����HQG�RI�\HDU ������������������

($67�7(11(66((�67$7(�81,9(56,7<
6WDWHPHQW�RI�&DVK�)ORZV
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5HFRQFLOLDWLRQ�RI�RSHUDWLQJ�ORVV�WR�QHW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV�
2SHUDWLQJ�ORVV �������������������
$GMXVWPHQWV�WR�UHFRQFLOH�RSHUDWLQJ�ORVV�WR�QHW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV�
1RQFDVK�RSHUDWLQJ�H[SHQVHV �������������
&KDQJH�LQ�DVVHWV��OLDELOLWLHV��GHIHUUHG�RXWIORZV��DQG�GHIHUUHG�LQIORZV�
5HFHLYDEOHV��QHW ������������
'XH�IURP�6WDWH�RI�7HQQHVVHH ����������
'XH�IURP�FRPSRQHQW�XQLWV ��������������
,QYHQWRULHV ����������
3UHSDLG�H[SHQVHV ���������
2WKHU�DVVHWV �����������
$FFRXQWV�SD\DEOH �����������
$FFUXHG�OLDELOLWLHV ������������
'XH�WR�0($& ���������
1HW�SHQVLRQ�DVVHW ������������
'HIHUUHG�RXWIORZV�RI�UHVRXUFHV ��������������
1HW�SHQVLRQ�OLDELOLW\ ��������������
'HIHUUHG�LQIORZV�RI�UHVRXUFHV ������������
7RWDO�23(%�OLDELOLW\ ������������
8QHDUQHG�UHYHQXHV ������������
6WXGHQW�GHSRVLWV ���������
&RPSHQVDWHG�DEVHQFHV ����������
/RDQV�WR�VWXGHQWV� ����������
,QYHVWPHQW�LQ�7HQQHVVHH�5HWLUHH�*URXS�7UXVW ������������
'HSRVLWV�KHOG�LQ�FXVWRG\�IRU�RWKHUV ������������

1HW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV �������������������

1RQFDVK�LQYHVWLQJ��FDSLWDO��RU�ILQDQFLQJ�WUDQVDFWLRQV
*LIWV�RI�FDSLWDO�DVVHWV ��������������������
8QUHDOL]HG�JDLQV�RQ�LQYHVWPHQWV ���������������������
/RVV�RQ�GLVSRVDO�RI�FDSLWDO�DVVHWV ����������������������
3XUFKDVHV�RI�FDSLWDO�DVVHWV�DQG�FRQVWUXFWLRQ�ZLWK�FDSLWDO�DSSURSULDWLRQV �������������������
3XUFKDVHV�RI�FDSLWDO�DVVHWV�DQG�FRQVWUXFWLRQ�ZLWK�766%$�SURFHHGV �������������������

7KH�QRWHV�WR�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�DQ�LQWHJUDO�SDUW�RI�WKLV�VWDWHPHQW�

)RU�WKH�<HDU�(QGHG�-XQH���������

($67�7(11(66((�67$7(�81,9(56,7<
6WDWHPHQW�RI�&DVK�)ORZV��FRQWLQXHG�
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7HQQHVVHH�%RDUG�RI�5HJHQWV�
($67�7(11(66((�67$7(�81,9(56,7<�

1RWHV�WR�WKH�)LQDQFLDO�6WDWHPHQWV�
-XQH���������

���

1RWH�����6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV�

5HSRUWLQJ�(QWLW\

7KH�XQLYHUVLW\�LV�D�SDUW�RI�WKH�6WDWH�8QLYHUVLW\�DQG�&RPPXQLW\�&ROOHJH�6\VWHP�RI�7HQQHVVHH��WKH�
V\VWHP����7KH�)RFXV�RQ�&ROOHJH�DQG�8QLYHUVLW\�6XFFHVV�$FW�RI������UHPRYHG�WKH�VL[�XQLYHUVLWLHV�
IURP�WKH�JRYHUQDQFH�RI�WKH�7HQQHVVHH�%RDUG�RI�5HJHQWV��EXW�WKH\�UHPDLQ�SDUW�RI�WKH�V\VWHP���7KH�
XQLYHUVLWLHV�KDYH�WKHLU�RZQ�ORFDO�JRYHUQLQJ�ERDUGV�WKDW�SURYLGH�JRYHUQDQFH��DSSURYH�SROLFLHV��VHW�
WXLWLRQ�DQG�IHH�UDWHV��DQG�KLUH�SUHVLGHQWV���7KH�V\VWHP�KDV�OLPLWHG�RYHUVLJKW�UHVSRQVLELOLWLHV�GXULQJ�
WKH�WUDQVLWLRQ�SHULRG�DQG�FRQWLQXLQJ�RYHUVLJKW�UHVSRQVLELOLWLHV�LQ�WKH�DUHDV�RI�EXGJHW�DSSURYDO�DQG�
LQVWLWXWLRQDO� GHEW�� �7KLV� V\VWHP� LV� D� FRPSRQHQW� XQLW� RI� WKH�6WDWH�RI�7HQQHVVHH�EHFDXVH� WKH� VWDWH�
DSSRLQWV�D�PDMRULW\�RI�WKH�V\VWHP¶V�JRYHUQLQJ�ERG\�DQG�SURYLGHV�VLJQLILFDQW�ILQDQFLDO�VXSSRUW��WKH�
V\VWHP� LV� GLVFUHWHO\�SUHVHQWHG� LQ� WKH�7HQQHVVHH�&RPSUHKHQVLYH�$QQXDO�)LQDQFLDO�5HSRUW�� � 7KDW�
UHSRUW�LV�DYDLODEOH�DW�KWWSV���ZZZ�WQ�JRY�ILQDQFH�UG�GRD�ID�DFFILQ�FDIU�KWPO���

7KH�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�RQO\�WKDW�SRUWLRQ�RI�WKH�V\VWHP¶V�DFWLYLWLHV�WKDW�LV�DWWULEXWDEOH�WR�WKH�
WUDQVDFWLRQV�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\��

7KH�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�)RXQGDWLRQ�DQG�WKH�0HGLFDO�(GXFDWLRQ�$VVLVWDQFH�&RUSRUDWLRQ�
DUH� FRQVLGHUHG� FRPSRQHQW� XQLWV� RI� WKH� XQLYHUVLW\�� �$OWKRXJK� WKH� XQLYHUVLW\� GRHV�QRW� FRQWURO� WKH�
WLPLQJ�RU�DPRXQW�RI�UHFHLSWV�IURP�WKHVH�RUJDQL]DWLRQV��WKH�PDMRULW\�RI�UHVRXUFHV��RU�LQFRPH�WKHUHRQ��
WKDW�WKHVH�RUJDQL]DWLRQV�KROG�DQG�LQYHVW�DUH�UHVWULFWHG�WR�WKH�DFWLYLWLHV�RI�WKH�XQLYHUVLW\�E\�WKH�GRQRUV���
%HFDXVH�WKHVH�UHVWULFWHG�UHVRXUFHV�KHOG�E\�WKH�IRXQGDWLRQ�DQG�WKH�FRUSRUDWLRQ�FDQ�RQO\�EH�XVHG�E\��
RU� IRU� WKH� EHQHILW� RI�� WKH� XQLYHUVLW\�� WKHVH� RUJDQL]DWLRQV� DUH� FRQVLGHUHG� FRPSRQHQW� XQLWV� RI� WKH�
XQLYHUVLW\�DQG�DUH�GLVFUHWHO\�SUHVHQWHG�LQ�WKH�XQLYHUVLW\¶V�ILQDQFLDO�VWDWHPHQWV���6HH�1RWH����IRU�PRUH�
GHWDLOHG�LQIRUPDWLRQ�DERXW�WKH�FRPSRQHQW�XQLWV�DQG�KRZ�WR�REWDLQ�WKHLU�UHSRUWV��

%DVLV�RI�3UHVHQWDWLRQ�

7KH�XQLYHUVLW\�DQG�LWV�FRPSRQHQW�XQLWV¶�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�
DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD�DSSOLFDEOH�WR�JRYHUQPHQWDO�
FROOHJHV� DQG� XQLYHUVLWLHV� HQJDJHG� LQ� EXVLQHVV�W\SH� DFWLYLWLHV� DV� SUHVFULEHG� E\� WKH�*RYHUQPHQWDO�
$FFRXQWLQJ�6WDQGDUGV�%RDUG��*$6%���

%DVLV�RI�$FFRXQWLQJ

)RU�ILQDQFLDO�VWDWHPHQW�SXUSRVHV��WKH�XQLYHUVLW\�LV�FRQVLGHUHG�D�VSHFLDO�SXUSRVH�JRYHUQPHQW�HQJDJHG�
RQO\�LQ�EXVLQHVV�W\SH�DFWLYLWLHV���$FFRUGLQJO\��WKH�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�XVLQJ�WKH�
HFRQRPLF�UHVRXUFHV�PHDVXUHPHQW�IRFXV�DQG�WKH�DFFUXDO�EDVLV�RI�DFFRXQWLQJ���5HYHQXHV�DUH�UHFRUGHG�
ZKHQ�HDUQHG��DQG�H[SHQVHV�DUH� UHFRUGHG�ZKHQ�D� OLDELOLW\� LV� LQFXUUHG�� UHJDUGOHVV�RI� WKH� WLPLQJ�RI�
UHODWHG�FDVK�IORZV���*UDQWV�DQG�VLPLODU�LWHPV�DUH�UHFRJQL]HG�DV�UHYHQXH�DV�VRRQ�DV�DOO�RI�WKH�SURYLGHU¶V�
HOLJLELOLW\�UHTXLUHPHQWV�KDYH�EHHQ�PHW���$OO�VLJQLILFDQW�LQWHUQDO�DFWLYLW\�KDV�EHHQ�HOLPLQDWHG��
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7KH�XQLYHUVLW\�KDV�FODVVLILHG�LWV�UHYHQXHV�DQG�H[SHQVHV�DV�HLWKHU�RSHUDWLQJ�RU�QRQRSHUDWLQJ�DFFRUGLQJ�
WR�WKH�IROORZLQJ�FULWHULD���2SHUDWLQJ�UHYHQXHV�DQG�H[SHQVHV�DUH�WKRVH�WKDW�KDYH�WKH�FKDUDFWHULVWLFV�RI�
H[FKDQJH�WUDQVDFWLRQV���2SHUDWLQJ�UHYHQXHV�LQFOXGH�����WXLWLRQ�DQG�IHHV��QHW�RI�VFKRODUVKLS�GLVFRXQWV�
DQG� DOORZDQFHV�� ���� FHUWDLQ� IHGHUDO�� VWDWH�� ORFDO�� DQG� SULYDWH� JUDQWV� DQG� FRQWUDFWV�� ���� VDOHV� DQG�
VHUYLFHV�RI�DX[LOLDU\�HQWHUSULVHV��QHW�RI�VFKRODUVKLS�GLVFRXQWV�DQG�DOORZDQFHV��DQG����� LQWHUHVW�RQ�
LQVWLWXWLRQDO�ORDQV���2SHUDWLQJ�H[SHQVHV�LQFOXGH�����VDODULHV�DQG�ZDJHV������HPSOR\HH�EHQHILWV������
XWLOLWLHV��VXSSOLHV��DQG�RWKHU�VHUYLFHV������VFKRODUVKLSV�DQG�IHOORZVKLSV��DQG�����GHSUHFLDWLRQ��

1RQRSHUDWLQJ�UHYHQXHV�DQG�H[SHQVHV�LQFOXGH�DFWLYLWLHV�WKDW�KDYH�WKH�FKDUDFWHULVWLFV�RI�QRQH[FKDQJH�
WUDQVDFWLRQV��VXFK�DV�JLIWV�DQG�FRQWULEXWLRQV��DQG�RWKHU�DFWLYLWLHV�WKDW�DUH�GHILQHG�DV�QRQRSHUDWLQJ�E\�
*$6%�6WDWHPHQW����5HSRUWLQJ�&DVK�)ORZV�RI�3URSULHWDU\�DQG�1RQH[SHQGDEOH�7UXVW�)XQGV�DQG�
*RYHUQPHQWDO� (QWLWLHV� WKDW� 8VH� 3URSULHWDU\� )XQG� $FFRXQWLQJ�� DQG�*$6%� 6WDWHPHQW� ����%DVLF�
)LQDQFLDO� 6WDWHPHQWV� ±� DQG� 0DQDJHPHQW¶V� 'LVFXVVLRQ� DQG� $QDO\VLV� ±� IRU� 6WDWH� DQG� /RFDO�
*RYHUQPHQWV��VXFK�DV�VWDWH�DSSURSULDWLRQV�DQG�LQYHVWPHQW�LQFRPH��

:KHQ�ERWK�UHVWULFWHG�DQG�XQUHVWULFWHG�UHVRXUFHV�DUH�DYDLODEOH�IRU�XVH��LW�LV�WKH�XQLYHUVLW\¶V�SROLF\�WR�
GHWHUPLQH�ZKLFK�WR�XVH�ILUVW��GHSHQGLQJ�XSRQ�H[LVWLQJ�IDFWV�DQG�FLUFXPVWDQFHV��

,QYHQWRULHV

,QYHQWRULHV�DUH�YDOXHG�DW�WKH�ORZHU�RI�FRVW�RU�PDUNHW���,WHPV�DUH�PDLQWDLQHG�RQ�DQ�DYHUDJH�FRVW�RU�
ILUVW�LQ��ILUVW�RXW�EDVLV��

&RPSHQVDWHG�$EVHQFHV

7KH�XQLYHUVLW\¶V�HPSOR\HHV�DFFUXH�DQQXDO�DQG�VLFN�OHDYH�DW�YDU\LQJ�UDWHV��GHSHQGLQJ�RQ�OHQJWK�RI�
VHUYLFH�RU�FODVVLILFDWLRQ���6RPH�HPSOR\HHV�DOVR�HDUQ�FRPSHQVDWRU\�WLPH����

7KH�DPRXQW�RI�WKH�OLDELOLWLHV�IRU�DQQXDO�OHDYH�DQG�FRPSHQVDWRU\�WLPH�DQG�WKHLU�UHODWHG�EHQHILWV�DUH�
UHSRUWHG�LQ�WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ���7KHUH�LV�QR�OLDELOLW\�IRU�XQSDLG�DFFXPXODWHG�VLFN�OHDYH�
VLQFH�WKH�XQLYHUVLW\¶V�SROLF\�LV�WR�SD\�WKLV�RQO\�LI�WKH�HPSOR\HH�LV�VLFN�RU�XSRQ�GHDWK��

&DSLWDO�$VVHWV�

&DSLWDO�DVVHWV��ZKLFK�LQFOXGH�SURSHUW\��SODQW��HTXLSPHQW��OLEUDU\�KROGLQJV��ZRUNV�RI�DUW��KLVWRULFDO�
WUHDVXUHV�FROOHFWLRQV��DQG�LQWDQJLEOH�DVVHWV��DUH�UHSRUWHG�LQ�WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ�DW�KLVWRULFDO�
FRVW�RU�DW�DFTXLVLWLRQ�YDOXH�DW�GDWH�RI�GRQDWLRQ��OHVV�DFFXPXODWHG�GHSUHFLDWLRQ�DPRUWL]DWLRQ�� �7KH�
FRVWV�RI�QRUPDO�PDLQWHQDQFH�DQG�UHSDLUV�WKDW�GR�QRW�DGG�WR�WKH�YDOXH�RI�WKH�DVVHW�RU�PDWHULDOO\�H[WHQG�
WKH�DVVHW¶V�XVHIXO�OLIH�DUH�QRW�FDSLWDOL]HG��

$�FDSLWDOL]DWLRQ�WKUHVKROG�RI����������LV�XVHG�IRU�EXLOGLQJV��DQG���������LV�XVHG�IRU�LQIUDVWUXFWXUH���
(TXLSPHQW� LV� FDSLWDOL]HG�ZKHQ� WKH�XQLW� DFTXLVLWLRQ�FRVW� LV��������RU�JUHDWHU�� �7KH�FDSLWDOL]DWLRQ�
WKUHVKROG�IRU�DGGLWLRQV�DQG�LPSURYHPHQWV�WR�EXLOGLQJV�DQG�ODQG�LV�VHW�DW�����������7KH�FDSLWDOL]DWLRQ�
WKUHVKROG� IRU� LQWDQJLEOH� DVVHWV� LV� VHW� DW����������� �7KH�FDSLWDOL]DWLRQ� WKUHVKROG� IRU� DUW�� KLVWRULFDO�
WUHDVXUHV�FROOHFWLRQV��DQG�VLPLODU�DVVHWV�LV�VHW�DW�����������
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7KHVH� DVVHWV�� ZLWK� WKH� H[FHSWLRQ� RI� ZRUNV� RI� DUW� DQG� KLVWRULFDO� WUHDVXUHV�FROOHFWLRQV� GHHPHG�
LQH[KDXVWLEOH�DQG�ODQG��DUH�GHSUHFLDWHG�DPRUWL]HG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�HVWLPDWHG�
XVHIXO�OLYHV��ZKLFK�UDQJH�IURP���WR����\HDUV��

3HQVLRQV�

)RU� SXUSRVHV� RI�PHDVXULQJ� WKH� QHW� SHQVLRQ� OLDELOLW\� �DVVHW��� GHIHUUHG� RXWIORZV� RI� UHVRXUFHV� DQG�
GHIHUUHG� LQIORZV� RI� UHVRXUFHV� UHODWHG� WR� SHQVLRQV�� DQG� SHQVLRQ� H[SHQVH�� LQIRUPDWLRQ� DERXW� WKH�
ILGXFLDU\�QHW�SRVLWLRQ�RI�WKH�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�DQG�WKH�6WDWH�
DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�LQ�WKH�7HQQHVVHH�&RQVROLGDWHG�5HWLUHPHQW�6\VWHP�
�7&56��DQG�DGGLWLRQV�WR�GHGXFWLRQV�IURP�WKH�SODQV¶�ILGXFLDU\�QHW�SRVLWLRQV�KDYH�EHHQ�GHWHUPLQHG�RQ�
WKH�VDPH�EDVLV�DV�WKH\�DUH�UHSRUWHG�E\�WKH�7&56���)RU�WKLV�SXUSRVH��EHQHILWV��LQFOXGLQJ�UHIXQGV�RI�
HPSOR\HH�FRQWULEXWLRQV��DUH�UHFRJQL]HG�ZKHQ�GXH�DQG�SD\DEOH�LQ�DFFRUGDQFH�ZLWK�WKH�EHQHILW�WHUPV�
RI� WKH� &ORVHG� 6WDWH� DQG� +LJKHU� (GXFDWLRQ� (PSOR\HH� 3HQVLRQ� 3ODQ� DQG� WKH� 6WDWH� DQG� +LJKHU�
(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ���,QYHVWPHQWV�DUH�UHSRUWHG�DW�IDLU�YDOXH��

1HW�3RVLWLRQ

7KH�XQLYHUVLW\¶V�QHW�SRVLWLRQ�LV�FODVVLILHG�DV�IROORZV��

1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV�±�7KLV�UHSUHVHQWV�WKH�XQLYHUVLW\¶V�WRWDO�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV��
QHW� RI� DFFXPXODWHG� GHSUHFLDWLRQ� DQG� QHW� RI� RXWVWDQGLQJ� GHEW� REOLJDWLRQV� DQG� GHIHUUHG�
RXWIORZV�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�WKRVH�FDSLWDO�DVVHWV���7R�WKH�H[WHQW�GHEW�KDV�EHHQ�LQFXUUHG�
EXW� QRW� \HW� H[SHQGHG� IRU� FDSLWDO� DVVHWV�� VXFK� DPRXQWV� DUH� QRW� LQFOXGHG� DV� D� FRPSRQHQW� RI� QHW�
LQYHVWPHQW�LQ�FDSLWDO�DVVHWV��

1RQH[SHQGDEOH� UHVWULFWHG� QHW� SRVLWLRQ� ±� 1RQH[SHQGDEOH� UHVWULFWHG� QHW� SRVLWLRQ� FRQVLVWV� RI�
HQGRZPHQW�DQG�VLPLODU�W\SH�IXQGV�LQ�ZKLFK�GRQRUV�RU�RWKHU�RXWVLGH�VRXUFHV�KDYH�VWLSXODWHG��DV�D�
FRQGLWLRQ�RI�WKH�JLIW�LQVWUXPHQW��WKDW�WKH�SULQFLSDO�LV�WR�EH�PDLQWDLQHG�LQYLRODWH�DQG�LQ�SHUSHWXLW\��DQG�
LQYHVWHG�IRU�WKH�SXUSRVH�RI�SURGXFLQJ�SUHVHQW�DQG�IXWXUH�LQFRPH��ZKLFK�PD\�EH�H[SHQGDEOH�RU�DGGHG�
WR�SULQFLSDO��

([SHQGDEOH�UHVWULFWHG�QHW�SRVLWLRQ�±�([SHQGDEOH�UHVWULFWHG�QHW�SRVLWLRQ�LQFOXGHV�UHVRXUFHV�WKDW�WKH�
XQLYHUVLW\�LV�OHJDOO\�RU�FRQWUDFWXDOO\�REOLJDWHG�WR�VSHQG�LQ�DFFRUGDQFH�ZLWK�UHVWULFWLRQV�LPSRVHG�E\�
H[WHUQDO�WKLUG�SDUWLHV��

8QUHVWULFWHG�QHW�SRVLWLRQ�±�8QUHVWULFWHG�QHW�SRVLWLRQ�UHSUHVHQWV�UHVRXUFHV�GHULYHG�IURP�VWXGHQW�WXLWLRQ�
DQG�IHHV��VWDWH�DSSURSULDWLRQV��VDOHV�DQG�VHUYLFHV�RI�HGXFDWLRQDO�GHSDUWPHQWV��VDOHV�DQG�VHUYLFHV�RI�
RWKHU�DFWLYLWLHV��DQG�DX[LOLDU\�HQWHUSULVHV���7KHVH�UHVRXUFHV�DUH�XVHG�IRU�WUDQVDFWLRQV�UHODWLQJ�WR�WKH�
HGXFDWLRQDO�DQG�JHQHUDO�RSHUDWLRQV�RI�WKH�XQLYHUVLW\�DQG�PD\�EH�XVHG�DW�WKH�XQLYHUVLW\¶V�GLVFUHWLRQ�
WR�PHHW�FXUUHQW�H[SHQVHV�IRU�DQ\�SXUSRVH���7KH�DX[LOLDU\�HQWHUSULVHV�DUH�VXEVWDQWLDOO\�VHOI�VXSSRUWLQJ�
DFWLYLWLHV�WKDW�SURYLGH�VHUYLFHV�IRU�VWXGHQWV��IDFXOW\��DQG�VWDII��
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6FKRODUVKLS�'LVFRXQWV�DQG�$OORZDQFHV

6WXGHQW�WXLWLRQ�DQG�IHH�UHYHQXHV��DV�ZHOO�DV�FHUWDLQ�RWKHU�UHYHQXHV�IURP�VWXGHQWV��DUH�UHSRUWHG�QHW�RI�
VFKRODUVKLS�GLVFRXQWV�DQG�DOORZDQFHV�LQ� WKH�VWDWHPHQW�RI�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�
SRVLWLRQ�� �6FKRODUVKLS�GLVFRXQWV�DQG�DOORZDQFHV�DUH� WKH�GLIIHUHQFH�EHWZHHQ� WKH�VWDWHG�FKDUJH� IRU�
JRRGV�DQG�VHUYLFHV�SURYLGHG�E\�WKH�XQLYHUVLW\�DQG�WKH�DPRXQW�WKDW�LV�SDLG�E\�WKH�VWXGHQW�DQG�RU�WKLUG�
SDUWLHV�PDNLQJ�SD\PHQWV�RQ�WKH�VWXGHQW¶V�EHKDOI���&HUWDLQ�JRYHUQPHQWDO�JUDQWV��VXFK�DV�3HOO�JUDQWV��
DQG� RWKHU� IHGHUDO�� VWDWH�� RU� QRQJRYHUQPHQWDO� SURJUDPV� DUH� UHFRUGHG� DV� HLWKHU� RSHUDWLQJ� RU�
QRQRSHUDWLQJ�UHYHQXHV�LQ�WKH�XQLYHUVLW\¶V�ILQDQFLDO�VWDWHPHQWV�� �7R�WKH�H[WHQW�WKDW�UHYHQXHV�IURP�
VXFK� SURJUDPV� DUH� XVHG� WR� VDWLVI\� WXLWLRQ� DQG� IHHV� DQG� RWKHU� VWXGHQW� FKDUJHV�� WKH� XQLYHUVLW\� KDV�
UHFRUGHG�D�VFKRODUVKLS�GLVFRXQW�DQG�DOORZDQFH��

1RWH�����&DVK�

7KLV� FODVVLILFDWLRQ� LQFOXGHV� GHPDQG� GHSRVLWV� DQG� SHWW\� FDVK� RQ� KDQG�� � $W� -XQH� ���� ������ FDVK�
FRQVLVWHG�RI���������������LQ�EDQN�DFFRXQWV�������������RI�SHWW\�FDVK�RQ�KDQG������������������LQ�
WKH� /RFDO� *RYHUQPHQW� ,QYHVWPHQW� 3RRO� �/*,3�� DGPLQLVWHUHG� E\� WKH� 6WDWH� 7UHDVXUHU�� DQG�
������������LQ�/*,3�GHSRVLWV�IRU�FDSLWDO�SURMHFWV��

7KH� /*,3�� ZKLFK� LV� SDUW� RI� WKH� 6WDWH� 3RROHG� ,QYHVWPHQW� )XQG�� LV� DGPLQLVWHUHG� E\� WKH� 6WDWH�
7UHDVXUHU�DQG�LV�PHDVXUHG�DW�DPRUWL]HG�FRVW� 7KH�IXQG¶V�UHTXLUHG�ULVN�GLVFORVXUHV�DUH�SUHVHQWHG�
LQ� WKH�6WDWH� RI�7HQQHVVHH�7UHDVXUHU¶V�5HSRUW�� �7KDW� UHSRUW� LV� DYDLODEOH� RQ� WKH� VWDWH¶V�ZHEVLWH� DW�
ZZZ�WUHDVXU\�WQ�JRY���

/*,3�GHSRVLWV�IRU�FDSLWDO�SURMHFWV�±�3D\PHQWV�UHODWHG�WR�WKH�XQLYHUVLW\¶V�FDSLWDO�SURMHFWV�DUH�PDGH�
E\�WKH�6WDWH�RI�7HQQHVVHH¶V�'HSDUWPHQW�RI�)LQDQFH�DQG�$GPLQLVWUDWLRQ���7KH�XQLYHUVLW\¶V�HVWLPDWHG�
ORFDO�VKDUH�RI�WKH�FRVW�RI�HDFK�SURMHFW�LV�KHOG�LQ�D�VHSDUDWH�/*,3�DFFRXQW���$V�H[SHQVHV�DUH�LQFXUUHG��
IXQGV�DUH�ZLWKGUDZQ�IURP�WKH�/*,3�DFFRXQW�E\�WKH�V\VWHP�DQG�WUDQVIHUUHG�WR�WKH�'HSDUWPHQW�RI�
)LQDQFH�DQG�$GPLQLVWUDWLRQ���7KH�IXQGV�LQ�WKH�DFFRXQW�DUH�QRW�DYDLODEOH�WR�WKH�XQLYHUVLW\�IRU�DQ\�
RWKHU�SXUSRVH�XQWLO�WKH�SURMHFW�LV�FRPSOHWHG�DQG�WKH�V\VWHP�UHOHDVHV�DQ\�UHPDLQLQJ�IXQGV��

1RWH�����,QYHVWPHQWV�

,Q� DFFRUGDQFH� ZLWK� *$6%� 6WDWHPHQW� ���� $FFRXQWLQJ� DQG� )LQDQFLDO� 5HSRUWLQJ� IRU� &HUWDLQ�
,QYHVWPHQWV� DQG� ([WHUQDO� ,QYHVWPHQW� 3RROV�� DV� DPHQGHG�� DQG� *$6%� 6WDWHPHQW� ����)DLU� 9DOXH�
0HDVXUHPHQW�DQG�$SSOLFDWLRQ��DV�DPHQGHG��LQYHVWPHQWV�DUH�UHSRUWHG�DW�IDLU�YDOXH��LQFOXGLQJ�WKRVH�
ZLWK�D�PDWXULW\�GDWH�RI�RQH�\HDU�RU�OHVV�DW�WKH�WLPH�RI�SXUFKDVH��XQOHVV�RWKHUZLVH�QRWHG��

,QWHUHVW�5DWH�5LVN

,QWHUHVW�UDWH�ULVN�LV�WKH�ULVN�WKDW�FKDQJHV�LQ�LQWHUHVW�UDWHV�ZLOO�DGYHUVHO\�DIIHFW�WKH�IDLU�YDOXH�RI�D�GHEW�
LQYHVWPHQW�� � 7KH� XQLYHUVLW\� GRHV� QRW� KDYH� D� IRUPDO� LQYHVWPHQW� SROLF\� WKDW� OLPLWV� LQYHVWPHQW�
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PDWXULWLHV�DV�D�PHDQV�RI�PDQDJLQJ�LWV�H[SRVXUH�WR�IDLU�YDOXH�ORVVHV�DULVLQJ�IURP�LQFUHDVLQJ�LQWHUHVW�
UDWHV����

$W�-XQH�����������WKH�XQLYHUVLW\�KDG�WKH�IROORZLQJ�LQYHVWPHQWV�DQG�PDWXULWLHV��

� � � ,QYHVWPHQW�0DWXULWLHV��,Q�<HDUV��
,QYHVWPHQW�7\SH� � )DLU�9DOXH� � /HVV�WKDQ��� � ��WR���

8�6��DJHQF\�REOLJDWLRQV� � ��������������� � ��������������� � ��������������� �

&UHGLW�5LVN�

&UHGLW� ULVN� LV� WKH� ULVN� WKDW� DQ� LVVXHU� RU� RWKHU� FRXQWHUSDUW\� WR� DQ� LQYHVWPHQW�ZLOO� QRW� IXOILOO� LWV�
REOLJDWLRQV���7KH�XQLYHUVLW\�LV�DXWKRUL]HG�E\�VWDWXWH�WR�LQYHVW�IXQGV�LQ�DFFRUGDQFH�ZLWK�WKH�SROLF\�
RI�LWV�JRYHUQLQJ�ERDUG���8QGHU�WKH�FXUUHQW�SROLF\��IXQGV�RWKHU�WKDQ�HQGRZPHQWV�PD\�EH�LQYHVWHG�
RQO\�LQ�REOLJDWLRQV�RI�WKH�8QLWHG�6WDWHV�RU�LWV�DJHQFLHV�EDFNHG�E\�WKH�IXOO�IDLWK�DQG�FUHGLW�RI�WKH�
8QLWHG�6WDWHV��UHSXUFKDVH�DJUHHPHQWV�IRU�8QLWHG�6WDWHV�VHFXULWLHV��FHUWLILFDWHV�RI�GHSRVLW�LQ�EDQNV�
DQG�VDYLQJV�DQG�ORDQ�DVVRFLDWLRQV��EDQNHUV¶�DFFHSWDQFHV��FRPPHUFLDO�SDSHU��PRQH\�PDUNHW�PXWXDO�
IXQGV��DQG� WKH�6WDWH�RI�7HQQHVVHH�/RFDO�*RYHUQPHQW� ,QYHVWPHQW�3RRO�� �6HFXULWLHV�DUH�UDWHG�E\�
6WDQGDUG�DQG�3RRU¶V��0RRG\¶V�,QYHVWRUV�6HUYLFH��DQG�RU�)LWFK�5DWLQJV�DQG�DUH�SUHVHQWHG�EHORZ�
XVLQJ�WKH�6WDQGDUG�DQG�3RRU¶V�UDWLQJ�VFDOH��

7KH� SROLF\� UHVWULFWV� LQYHVWPHQWV� LQ� EDQNHUV¶� DFFHSWDQFHV� DQG� FRPPHUFLDO� SDSHU�� � 7KH� SROLF\�
UHTXLUHV�WKDW�SULPH�EDQNHUV¶�DFFHSWDQFHV�PXVW�EH�LVVXHG�E\�GRPHVWLF�EDQNV�ZLWK�D�PLQLPXP�$$�
UDWLQJ�RU�IRUHLJQ�EDQNV�ZLWK�D�$$$�ORQJ�WHUP�GHEW�UDWLQJ�E\�D�PDMRULW\�RI�WKH�UDWLQJV�VHUYLFHV�WKDW�
KDYH�UDWHG�WKH�LVVXHU���3ULPH�EDQNHUV¶�DFFHSWDQFHV�DUH�UHTXLUHG�WR�EH�HOLJLEOH�IRU�SXUFKDVH�E\�WKH�
)HGHUDO�5HVHUYH�6\VWHP���7R�EH�HOLJLEOH��WKH�RULJLQDO�PDWXULW\�PXVW�QRW�EH�PRUH�WKDQ�����GD\V��
DQG�LW�PXVW�����DULVH�RXW�RI�WKH�FXUUHQW�VKLSPHQW�RI�JRRGV�EHWZHHQ�FRXQWULHV�RU�ZLWK�WKH�8QLWHG�
6WDWHV��RU�����DULVH�RXW�RI�VWRUDJH�ZLWKLQ�WKH�8QLWHG�6WDWHV�RI�JRRGV�WKDW�DUH�XQGHU�FRQWUDFW�RI�VDOH�
RU�DUH�H[SHFWHG�WR�PRYH�LQWR�WKH�FKDQQHO�RI�WUDGH�ZLWKLQ�D�UHDVRQDEOH�WLPH�DQG�WKDW�DUH�VHFXUHG�
WKURXJKRXW�WKHLU�OLIH�E\�D�ZDUHKRXVH�UHFHLSW�RU�VLPLODU�GRFXPHQW�FRQYH\LQJ�WLWOH�WR�WKH�XQGHUO\LQJ�
JRRGV��

7KH�SROLF\�UHTXLUHV�WKDW�SULPH�FRPPHUFLDO�SDSHU�VKDOO�EH�OLPLWHG�WR�WKDW�RI�FRUSRUDWLRQV�WKDW�PHHW�
WKH�IROORZLQJ�FULWHULD������6HQLRU�ORQJ�WHUP�GHEW��LI�DQ\��VKRXOG�KDYH�D�PLQLPXP�UDWLQJ�RI�$��RU�
HTXLYDOHQW��DQG�VKRUW�WHUP�GHEW�VKRXOG�KDYH�D�PLQLPXP�UDWLQJ�RI�$��RU�HTXLYDOHQW��DV�SURYLGHG�E\�
D�PDMRULW\�RI�WKH�UDWLQJ�VHUYLFHV�WKDW�UDWH�WKH�LVVXHU���,I�WKHUH�LV�QR�ORQJ�WHUP�GHEW�UDWLQJ��WKH�VKRUW�
WHUP�GHEW�UDWLQJ�PXVW�EH�$��E\�DOO�UDWLQJ�VHUYLFHV��PLQLPXP�RI�WZR��������7KH�UDWLQJ�VKRXOG�EH�
EDVHG�RQ�WKH�PHULWV�RI�WKH�LVVXHU�RU�JXDUDQWHH�E\�D�QRQEDQN�� �����$�ILQDQFLDO�UHYLHZ�VKRXOG�EH�
PDGH� WR�DVFHUWDLQ� WKH� LVVXHU¶V� ILQDQFLDO� VWUHQJWK� WR�FRYHU� WKH�GHEW�� � ����&RPPHUFLDO�SDSHU�RI�D�
EDQNLQJ�LQVWLWXWLRQ�VKRXOG�QRW�EH�SXUFKDVHG���3ULPH�FRPPHUFLDO�SDSHU�VKDOO�QRW�KDYH�D�PDWXULW\�
WKDW�H[FHHGV�����GD\V��
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$W�-XQH�����������WKH�XQLYHUVLW\¶V�LQYHVWPHQWV�ZHUH�UDWHG�DV�IROORZV��

&UHGLW�4XDOLW\�5DWLQJ�
,QYHVWPHQW�7\SH� %DODQFH� $$� 8QUDWHG

/*,3� ���������������� ������������������������� ����������������
8�6��DJHQF\�REOLJDWLRQV� ������������������ �������������� �������������������������

7RWDO� ���������������� ��������������� ����������������

&RQFHQWUDWLRQ�RI�&UHGLW�5LVN�

&RQFHQWUDWLRQ� RI� FUHGLW� ULVN� LV� WKH� ULVN� RI� ORVV� DWWULEXWHG� WR� WKH�PDJQLWXGH� RI� WKH� XQLYHUVLW\¶V�
LQYHVWPHQW�LQ�D�VLQJOH�LVVXHU���7KH�XQLYHUVLW\¶V�SROLF\�UHVWULFWV�LQYHVWPHQWV�LQ�EDQNHUV¶�DFFHSWDQFHV��
FRPPHUFLDO�SDSHU��DQG�PRQH\�PDUNHW�PXWXDO�IXQGV���7KH�SROLF\�OLPLWV�EDQNHUV¶�DFFHSWDQFHV�WR�QRW�
H[FHHG�����RI�WKH�WRWDO�LQYHVWPHQWV�RQ�WKH�GDWH�RI�DFTXLVLWLRQ�DQG�OLPLWV�WKH�FRPELQHG�DPRXQW�RI�
EDQNHUV¶�DFFHSWDQFHV�DQG�FRPPHUFLDO�SDSHU�WR�QRW�H[FHHG�����RI�WKH�WRWDO�LQYHVWPHQWV�DW�WKH�GDWH�
RI�DFTXLVLWLRQ���7KH�DPRXQW�LQYHVWHG�LQ�DQ\�RQH�EDQN�VKDOO�QRW�H[FHHG����RI�WRWDO�LQYHVWPHQWV�RQ�
WKH� GDWH� RI� DFTXLVLWLRQ�� � $GGLWLRQDOO\�� QR� PRUH� WKDQ� ��� RI� WRWDO� LQYHVWPHQWV� DW� WKH� GDWH� RI�
DFTXLVLWLRQ�PD\�EH�LQYHVWHG�LQ�WKH�FRPPHUFLDO�SDSHU�RI�D�VLQJOH�LVVXHU���7KH�SROLF\�IXUWKHU�OLPLWV�
WKH�WRWDO�KROGLQJV�RI�DQ�LVVXHU¶V�FRPPHUFLDO�SDSHU�WR�QRW�PRUH�WKDQ����RI�WKH�LVVXLQJ�FRUSRUDWLRQ¶V�
WRWDO�RXWVWDQGLQJ�FRPPHUFLDO�SDSHU���7KH�XQLYHUVLW\¶V�SROLF\�OLPLWV�LQYHVWPHQWV�LQ�PRQH\�PDUNHW�
PXWXDO�IXQGV�WR�QRW�H[FHHG�����RI�WRWDO�LQYHVWPHQWV�RQ�WKH�GDWH�RI�DFTXLVLWLRQ��

0RUH�WKDQ����RI�WKH�XQLYHUVLW\¶V�LQYHVWPHQWV�ZHUH�LQYHVWHG�LQ�WKH�IROORZLQJ�VLQJOH�LVVXHUV��

,VVXHU 3HUFHQWDJH�RI�7RWDO�,QYHVWPHQWV�

� -XQH����������
)HGHUDO�+RPH�/RDQ�0RUWJDJH�&RUSRUDWLRQ��
�����)+/0&��REOLJDWLRQV� ����
)HGHUDO�)DUP�&UHGLW�%DQN��))&%��
����REOLJDWLRQV� ���
)HGHUDO�1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ��
�����)10$��REOLJDWLRQV� ����
)HGHUDO�+RPH�/RDQ�%DQN��)+/%���
����REOLJDWLRQV� ����

1RWH�����)DLU�9DOXH�0HDVXUHPHQW�

7KH�XQLYHUVLW\�FDWHJRUL]HV�LWV�IDLU�YDOXH�PHDVXUHPHQWV�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�HVWDEOLVKHG�E\�
DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD���7KH�XQLYHUVLW\�KDV�WKH�
IROORZLQJ�UHFXUULQJ�IDLU�YDOXH�PHDVXUHPHQWV�DV�RI�-XQH�����������
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-XQH����������

4XRWHG�3ULFHV�LQ�
$FWLYH�0DUNHWV�IRU�
,GHQWLFDO�$VVHWV��

�/HYHO����
$VVHWV�E\�)DLU�9DOXH�/HYHO�
'HEW�VHFXULWLHV�� � � � �
�����8�6��DJHQF\�REOLJDWLRQV� � ��������������� � ���������������

7RWDO�GHEW�VHFXULWLHV� � ��������������� � ���������������

7RWDO�DVVHWV�DW�IDLU�YDOXH� � ��������������� � ���������������

$VVHWV� FODVVLILHG� LQ�/HYHO� �� RI� WKH� IDLU� YDOXH�KLHUDUFK\� DUH� YDOXHG�XVLQJ�SULFHV� TXRWHG� LQ� DFWLYH�
PDUNHWV�IRU�WKRVH�VHFXULWLHV����

1RWH�����5HFHLYDEOHV�

5HFHLYDEOHV�DW�-XQH�����������LQFOXGHG�WKH�IROORZLQJ��

6WXGHQW�DFFRXQWV�UHFHLYDEOH� � ����������������
*UDQWV�UHFHLYDEOH � �������������
1RWHV�UHFHLYDEOH� � �����������
&OLQLF�UHFHLYDEOHV� � �������������
0HGLFDO�5HVLGHQW�3DUWLFLSDWLRQ�$JUHHPHQW�UHFHLYDEOH� � �������������
2WKHU�UHFHLYDEOHV� � �������������

6XEWRWDO� � ��������������
/HVV�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV� � �������������

7RWDO�UHFHLYDEOHV� � ���������������

)HGHUDO�3HUNLQV�/RDQ�3URJUDP�IXQGV�DW�-XQH�����������LQFOXGHG�WKH�IROORZLQJ��

3HUNLQV�ORDQV�UHFHLYDEOH� � ��������������
/HVV�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV� � �������������

7RWDO� � ��������������
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1RWH�����&DSLWDO�$VVHWV�

&DSLWDO�DVVHW�DFWLYLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������ZDV�DV�IROORZV��

� %HJLQQLQJ��
%DODQFH� $GGLWLRQV� 7UDQVIHUV� 5HGXFWLRQV�

(QGLQJ�
%DODQFH�

/DQG� ���������������� ����������������� ������������������������ ���������������������� ����������������
/DQG�LPSURYHPHQWV�DQG��� � � � � �
���LQIUDVWUXFWXUH� �������������� ������������������ ����������� �� ��������������
%XLOGLQJV� ��������������� �������������� �������������� �� ���������������
(TXLSPHQW� �������������� ������������� �� ������������� ��������������
/LEUDU\�KROGLQJV� ����������� ���������� �� ����������� �����������
,QWDQJLEOH�DVVHWV� ������������� ����������� �� �� �������������
$UW�DQG�KLVWRULFDO��
����FROOHFWLRQV� ���������� �������������������������� �� �� ����������
3URMHFWV�LQ�SURJUHVV� �������������� �������������� ��������������� �� ��������������

7RWDO� ��������������� �������������� ������������������������� ������������� ���������������

/HVV�DFFXPXODWHG�GHSUHFLDWLRQ�DPRUWL]DWLRQ�� � � � �
�/DQG�LPSURYHPHQWV� � � � � �
��DQG�LQIUDVWUXFWXUH� �������������� ������������� �� ���� ��������������
�%XLOGLQJV� ��������������� ������������� �� ���� ���������������
�(TXLSPHQW� �������������� ������������� �� ������������� ��������������
�/LEUDU\�KROGLQJV� ����������� ���������� �� ����������� �����������
�,QWDQJLEOH�DVVHWV� ������������� ���������� ������������������������� ���������������������� �������������

7RWDO� ��������������� �������������� ������������������������� ������������� ���������������

&DSLWDO�DVVHWV��QHW� ���������������� ��������������� ����������������������� ��������������� ����������������

1RWH�����&DSLWDO�/HDVHV�

7KH� XQLYHUVLW\� KDV� HQWHUHG� LQWR� DQ� (QKDQFHG� 8VH� /HDVH� $JUHHPHQW� ZLWK� WKH� 8QLWHG� 6WDWHV�
'HSDUWPHQW�RI�9HWHUDQV�$IIDLUV��9$��IRU�FHUWDLQ�UHDO�SURSHUW\��LQFOXGLQJ�ODQG�DQG�VHYHUDO�EXLOGLQJV��
DW�WKH�9HWHUDQV�$IIDLUV�0HGLFDO�&HQWHU�LQ�-RKQVRQ�&LW\��7HQQHVVHH���7KH�OHDVH�LV�IRU�D�SHULRG�RI����
\HDUV�� � ,Q� OLHX� RI� OHDVH� SD\PHQWV�� WKH� XQLYHUVLW\� KDV� DVVXPHG� UHVSRQVLELOLW\� IRU� DOO� FDSLWDO� DQG�
UHFXUULQJ�FRVWV�RI�PDLQWDLQLQJ�WKH�SURSHUW\�FRYHUHG�E\�WKH�DJUHHPHQWV��

,Q� FRQMXQFWLRQ�ZLWK� WKH� OHDVH�� WKH�XQLYHUVLW\� HQWHUHG� LQWR�D�PHPRUDQGXP�RI� DJUHHPHQW�ZLWK� WKH�
'HSDUWPHQW� RI�9HWHUDQV�$IIDLUV� WR� FRQVWUXFW� D� EXLOGLQJ� �WKH�%DVLF� 6FLHQFH�%XLOGLQJ��ZLWK� MRLQW�
IXQGLQJ� IURP� WKH� 6WDWH� RI� 7HQQHVVHH� DQG� WKH� IHGHUDO� JRYHUQPHQW�� � ,Q� DFFRUGDQFH� ZLWK� WKH�
PHPRUDQGXP�RI�DJUHHPHQW��WKH�VWDWH�SURYLGHG�����PLOOLRQ�WR�WKH�IHGHUDO�JRYHUQPHQW�IRU�LWV�VKDUH�RI�
WKH� WRWDO�FRQVWUXFWLRQ�FRVWV� ������������������ �7KH�%DVLF�6FLHQFH�%XLOGLQJ� LV� LQFOXGHG�XQGHU� WKH�
SURYLVLRQV� RI� WKH� (QKDQFHG� 8VH� /HDVH� $JUHHPHQW�� � 7KH� XQLYHUVLW\� LV� UHQRYDWLQJ� VHYHUDO� RWKHU�
EXLOGLQJV�RQ�WKH�9$�FDPSXV�DV�IXQGV�EHFRPH�DYDLODEOH��
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���

7KH�XQLYHUVLW\¶V�OHDVLQJ�RI�WKH�%DVLF�6FLHQFH�%XLOGLQJ�DQG�WKH�RWKHU�EXLOGLQJV�RQ�WKH�9$�FDPSXV�
ZLOO�FRQVWLWXWH�D�FDSLWDO�OHDVH�DJUHHPHQW���7KH�OHDVH�WHUP�LV�VXEVWDQWLDOO\�HTXDO�WR�WKH�HVWLPDWHG�XVHIXO�
OLIH�RI�WKH�OHDVHG�SURSHUW\���$FFRUGLQJO\��WKH�XQLYHUVLW\�KDV�FDSLWDOL]HG�WKH�FRVW�RI�WKH�EXLOGLQJV�DW�
�����������������$W�-XQH�����������WKH�EXLOGLQJV�DUH�UHSRUWHG�DW�����������������QHW�RI�DFFXPXODWHG�
GHSUHFLDWLRQ�RI�����������������

1RWH�����$FFRXQWV�3D\DEOH�

$FFRXQWV�SD\DEOH�DW�-XQH�����������LQFOXGHG�WKH�IROORZLQJ��

9HQGRUV�SD\DEOH� ��������������
8QDSSOLHG�VWXGHQW�SD\PHQWV �����������
2WKHU�SD\DEOHV� �������������

7RWDO�DFFRXQWV�SD\DEOH� ��������������

1RWH�����/RQJ�WHUP�/LDELOLWLHV��

/RQJ�WHUP�OLDELOLWLHV�DFWLYLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������ZDV�DV�IROORZV��

� %HJLQQLQJ�
%DODQFH� $GGLWLRQV� 5HGXFWLRQV�

(QGLQJ�
%DODQFH�

&XUUHQW�
�3RUWLRQ�

3D\DEOHV�� � � � � �
�766%$�GHEW�� � � � � �
���%RQGV�� ���������������� ������������������������� �������������� ���������������� ��������������
���8QDPRUWL]HG�ERQG�

SUHPLXP �������������� �� ������������� �������������� ��
���5HYROYLQJ�FUHGLW�IDFLOLW\� ������������� �������������� �� �������������� ��

6XEWRWDO� ��������������� �������������� ������������� ��������������� �������������

2WKHU�OLDELOLWLHV�� � � � � �
�&RPSHQVDWHG�DEVHQFHV� �������������� ������������� ������������� �������������� �������������
�'XH�WR�JUDQWRUV� ������������� �� �� ������������� ��

6XEWRWDO� �������������� ������������� ������������� �������������� �������������

7RWDO�ORQJ�WHUP�OLDELOLWLHV� ���������������� ��������������� ��������������� ���������������� ��������������

766%$�'HEW�±�%RQGV�

%RQGV��ZLWK�LQWHUHVW�UDWHV�UDQJLQJ�IURP�������WR�����ZHUH�LVVXHG�E\�WKH�7HQQHVVHH�6WDWH�6FKRRO�
%RQG�$XWKRULW\��766%$����7KH�ERQGV�DUH�GXH�VHULDOO\�WR������DQG�DUH�VHFXUHG�E\�SOHGJHV�RI�WKH�
IDFLOLWLHV¶� UHYHQXHV� WR� ZKLFK� WKH\� UHODWH� DQG� FHUWDLQ� RWKHU� UHYHQXHV� DQG� IHHV� RI� WKH� XQLYHUVLW\��
LQFOXGLQJ�VWDWH�DSSURSULDWLRQV��VHH�1RWH����IRU�IXUWKHU�GHWDLOV���7KH�ERQGHG�LQGHEWHGQHVV�ZLWK�WKH�
766%$�LQFOXGHG�LQ�ORQJ�WHUP�OLDELOLWLHV�RQ�WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ�LV�VKRZQ�QHW�RI�DVVHWV�KHOG�
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E\�WKH�DXWKRULW\�LQ�WKH�GHEW�VHUYLFH�UHVHUYH�DQG�QHW�RI�XQH[SHQGHG�GHEW�SURFHHGV���7KHUH�ZDV�QR�GHEW�
VHUYLFH�UHVHUYH�RU�XQH[SHQGHG�GHEW�SURFHHGV�DW�-XQH�����������

'HEW�VHUYLFH�UHTXLUHPHQWV�WR�PDWXULW\�IRU�WKH�XQLYHUVLW\¶V�SRUWLRQ�RI�766%$�ERQGV�DW�-XQH�����������
DUH�DV�IROORZV���

<HDU�(QGLQJ
����-XQH�������� � �����3ULQFLSDO�������� ,QWHUHVW� �������7RWDO���������

����� � ���������������� ���������������� �����������������
����� � ������������� ������������� ��������������
����� � ������������� ������������� ��������������
����� � ������������� ������������� ��������������
����� � ������������� ������������� ��������������

���������� � �������������� �������������� ��������������
���������� � �������������� �������������� ��������������
���������� � �������������� ������������� ��������������
���������� � �������������� ������������� ��������������
���������� � ������������� ����������� �������������
7RWDO� � ���������������� ��������������� ����������������

766%$�'HEW�±�5HYROYLQJ�&UHGLW�)DFLOLW\

7KH�7HQQHVVHH� 6WDWH� 6FKRRO�%RQG�$XWKRULW\� �766%$�� UHFHLYHV� ORDQV� IURP� WKH� UHYROYLQJ� FUHGLW�
IDFLOLW\�WR�ILQDQFH�WKH�FRVWV�RI�YDULRXV�FDSLWDO�SURMHFWV�GXULQJ�WKH�FRQVWUXFWLRQ�SKDVH���:KHQ�SURMHFWV�
DUH�SODFHG�LQ�VHUYLFH��766%$�LVVXHV�ORQJ�WHUP��IL[HG�UDWH�GHEW�WR�ILQDQFH�WKH�SURMHFW�RYHU�LWV�XVHIXO�
SD\EDFN�SHULRG�DQG�UHSD\V�WKH�UHYROYLQJ�FUHGLW�IDFLOLW\�GHEW���7KH�WRWDO�RXWVWDQGLQJ�ORDQV�IURP�WKH�
UHYROYLQJ�FUHGLW�IDFLOLW\�IRU�WKH�XQLYHUVLW\�ZHUH����������������DW�-XQH����������

0RUH�GHWDLOHG�LQIRUPDWLRQ�UHJDUGLQJ�WKH�ERQGV�DQG�UHYROYLQJ�FUHGLW�IDFLOLW\�FDQ�EH�IRXQG�LQ�WKH�QRWHV�
WR�WKH�ILQDQFLDO�VWDWHPHQWV�LQ�WKH�ILQDQFLDO�UHSRUW�IRU�WKH�766%$���7KDW�UHSRUW�LV�DYDLODEOH�RQ�WKH�
VWDWH¶V� ZHEVLWH� DW� KWWSV���ZZZ�FRPSWUROOHU�WQ�JRY�ERDUGV�WHQQHVVHH�VWDWH�VFKRRO�ERQG�
DXWKRULW\�LQYHVWRU�LQIRUPDWLRQ�WVVED�ILQDQFLDO�UHSRUWV�KWPO���

1RWH������3OHGJHG�5HYHQXHV�

7KH� XQLYHUVLW\� KDV� SOHGJHG� FHUWDLQ� UHYHQXHV� DQG� IHHV�� LQFOXGLQJ� VWDWH� DSSURSULDWLRQV�� WR� UHSD\�
���������������� LQ� UHYHQXH�ERQGV� LVVXHG�IURP�$XJXVW������ WR�6HSWHPEHU�������VHH�1RWH��� IRU�
IXUWKHU�GHWDLO����3URFHHGV�IURP�WKH�ERQGV�SURYLGHG�ILQDQFLQJ�IRU�FRQVWUXFWLRQ�DQG�UHQRYDWLRQ�SURMHFWV���
7KH�ERQGV�DUH�SD\DEOH� WKURXJK������� �$QQXDO�SULQFLSDO� DQG� LQWHUHVW�SD\PHQWV�RQ� WKH�ERQGV�DUH�
H[SHFWHG�WR�UHTXLUH�������RI�DYDLODEOH�UHYHQXHV���7KH�WRWDO�SULQFLSDO�DQG�LQWHUHVW�UHPDLQLQJ�WR�EH�
SDLG�RQ� WKH�ERQGV� LV������������������ �3ULQFLSDO�DQG� LQWHUHVW�SDLG� IRU� WKH�FXUUHQW�\HDU�DQG� WRWDO�
DYDLODEOH�UHYHQXHV�ZHUH����������������DQG������������������UHVSHFWLYHO\����
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1RWH������3HQVLRQ�3ODQV�

'HILQHG�%HQHILW�3ODQV�

&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�

*HQHUDO�,QIRUPDWLRQ�$ERXW�WKH�3HQVLRQ�3ODQ�

3ODQ� GHVFULSWLRQ� ±� 6WDWH� HPSOR\HHV� DQG� KLJKHU� HGXFDWLRQ� HPSOR\HHV� ZLWK� PHPEHUVKLS� LQ� WKH�
7HQQHVVHH� &RQVROLGDWHG� 5HWLUHPHQW� 6\VWHP� �7&56�� EHIRUH� -XO\� ��� ������ DUH� SURYLGHG� ZLWK�
SHQVLRQV�WKURXJK�WKH�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ���7KLV�SODQ�LV�D�
FRPSRQHQW�RI�WKH�3XEOLF�(PSOR\HH�5HWLUHPHQW�3ODQ��DQ�DJHQW��PXOWLSOH�HPSOR\HU�GHILQHG�EHQHILW�
SHQVLRQ�SODQ���7KH�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�VWRSSHG�DFFHSWLQJ�
QHZ�PHPEHUVKLS�RQ�-XQH�����������EXW�ZLOO�FRQWLQXH�SURYLGLQJ�EHQHILWV�WR�H[LVWLQJ�PHPEHUV�DQG�
UHWLUHHV���%HJLQQLQJ�-XO\����������D�QHZ�DJHQW�GHILQHG�EHQHILW�UHWLUHPHQW�SODQ��WKH�6WDWH�DQG�+LJKHU�
(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ��EHFDPH�HIIHFWLYH�IRU�VWDWH�HPSOR\HHV�DQG�KLJKHU�HGXFDWLRQ�
HPSOR\HHV�KLUHG�RQ�RU�DIWHU�-XO\����������

7KH�7&56�ZDV�FUHDWHG�E\�VWDWH�VWDWXWH�XQGHU�7LWOH����&KDSWHUV��������7HQQHVVHH�&RGH�$QQRWDWHG���
7KH�7&56�%RDUG�RI�7UXVWHHV� LV� UHVSRQVLEOH� IRU� WKH�SURSHU�RSHUDWLRQ� DQG� DGPLQLVWUDWLRQ�RI� DOO�
HPSOR\HU� SHQVLRQ�SODQV� LQ� WKH�7&56�� �7KH�7HQQHVVHH�7UHDVXU\�'HSDUWPHQW�� DQ� DJHQF\� LQ� WKH�
OHJLVODWLYH�EUDQFK�RI�VWDWH�JRYHUQPHQW��DGPLQLVWHUV�WKH�SODQV�RI�WKH�7&56� 7KH�7&56�LVVXHV�D�
SXEOLFO\�DYDLODEOH�ILQDQFLDO�UHSRUW�WKDW�FDQ�EH�REWDLQHG�DW ZZZ�WUHDVXU\�WQ�JRY�WFUV��

%HQHILWV�SURYLGHG�±�7LWOH����&KDSWHUV��������7HQQHVVHH�&RGH�$QQRWDWHG��HVWDEOLVKHV�WKH�EHQHILW�
WHUPV�DQG�FDQ�EH�DPHQGHG�RQO\�E\� WKH�7HQQHVVHH�*HQHUDO�$VVHPEO\�� �0HPEHUV�RI� WKH�&ORVHG�
6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�DUH�HOLJLEOH�WR�UHWLUH�ZLWK�DQ�XQUHGXFHG�EHQHILW�
DW�DJH����ZLWK���\HDUV�RI�VHUYLFH�FUHGLW�RU�DIWHU����\HDUV�RI�VHUYLFH�FUHGLW�UHJDUGOHVV�RI�DJH���%HQHILWV�
DUH�GHWHUPLQHG�XVLQJ�WKH�IROORZLQJ�IRUPXOD��

$YHUDJH� RI� PHPEHU¶V� KLJKHVW�
FRPSHQVDWLRQ�IRU���FRQVHFXWLYH�
\HDUV� �XS� WR� 6RFLDO� 6HFXULW\�
LQWHJUDWLRQ�OHYHO��

[� ������ [�
<HDUV�RI�6HUYLFH�

&UHGLW�
[� �����

3OXV�� � � � � � �

$YHUDJH� RI� PHPEHU¶V� KLJKHVW�
FRPSHQVDWLRQ�IRU���FRQVHFXWLYH�
\HDUV��RYHU�WKH�6RFLDO�6HFXULW\�
LQWHJUDWLRQ�OHYHO��

[� ������ [�
<HDUV�RI�6HUYLFH�

&UHGLW�
[� �����

$�UHGXFHG�HDUO\�UHWLUHPHQW�EHQHILW�LV�DYDLODEOH�DW�DJH����DQG�YHVWHG���0HPEHUV�DUH�YHVWHG�ZLWK�ILYH�
\HDUV�RI� VHUYLFH�FUHGLW�� �6HUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV� DUH�SURYLGHG� UHJDUGOHVV�RI� OHQJWK�RI�
VHUYLFH���)LYH�\HDUV�RI�VHUYLFH�LV�UHTXLUHG�IRU�QRQ�VHUYLFH�UHODWHG�GLVDELOLW\�HOLJLELOLW\���7KH�VHUYLFH�
UHODWHG�DQG�QRQ�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�DUH�GHWHUPLQHG�LQ�WKH�VDPH�PDQQHU�DV�D�VHUYLFH�
UHWLUHPHQW�EHQHILW�EXW�DUH�UHGXFHG�����DQG�LQFOXGH�SURMHFWHG�VHUYLFH�FUHGLWV���$�YDULHW\�RI�GHDWK�
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EHQHILWV�DUH�DYDLODEOH�XQGHU�YDULRXV�HOLJLELOLW\�FULWHULD�� �0HPEHU�DQG�EHQHILFLDU\�DQQXLWDQWV�DUH�
HQWLWOHG�WR�DXWRPDWLF�FRVW�RI�OLYLQJ�DGMXVWPHQWV��&2/$V��DIWHU�UHWLUHPHQW���$�&2/$�LV�JUDQWHG�
HDFK�-XO\�IRU�DQQXLWDQWV�UHWLUHG�SULRU�WR�-XO\���RI�WKH�SUHYLRXV�\HDU���7KH�&2/$�LV�EDVHG�RQ�WKH�
FKDQJH�LQ�WKH�FRQVXPHU�SULFH�LQGH[��&3,��GXULQJ�WKH�SULRU�FDOHQGDU�\HDU��FDSSHG�DW�����DQG�DSSOLHG�
WR�WKH�FXUUHQW�EHQHILW�� �1R�&2/$�LV�JUDQWHG�LI�WKH�FKDQJH�LQ�WKH�&3,�LV�OHVV�WKDQ��������$����
&2/$�LV�JUDQWHG�LI�WKH�&3,�FKDQJH�LV�EHWZHHQ������DQG������$�PHPEHU�ZKR�OHDYHV�HPSOR\PHQW�
PD\�ZLWKGUDZ�HPSOR\HH�FRQWULEXWLRQV��SOXV�DQ\�DFFXPXODWHG�LQWHUHVW��

&RQWULEXWLRQV ± &RQWULEXWLRQV�IRU�VWDWH�HPSOR\HHV�DQG�KLJKHU�HGXFDWLRQ�HPSOR\HHV�DUH�HVWDEOLVKHG�
LQ�WKH�VWDWXWHV�JRYHUQLQJ�WKH�7&56�DQG�PD\�RQO\�EH�FKDQJHG�E\�WKH�7HQQHVVHH�*HQHUDO�$VVHPEO\���
7KH�XQLYHUVLW\¶V�HPSOR\HHV�DUH�QRQ�FRQWULEXWRU\��DV�DUH�PRVW�PHPEHUV�LQ�WKH�&ORVHG�6WDWH�DQG�
+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ���6WDWH�DQG�KLJKHU�HGXFDWLRQ�DJHQFLHV�PDNH�HPSOR\HU�
FRQWULEXWLRQV�DW�WKH�UDWH�VHW�E\�WKH�%RDUG�RI�7UXVWHHV�DV�GHWHUPLQHG�E\�DQ�DFWXDULDO�YDOXDWLRQ���%\�
ODZ��HPSOR\HU�FRQWULEXWLRQV�IRU�WKH�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�
DUH�UHTXLUHG�WR�EH�SDLG���(PSOR\HU�FRQWULEXWLRQV�E\�WKH�XQLYHUVLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������
WR� WKH�&ORVHG� 6WDWH� DQG�+LJKHU� (GXFDWLRQ� (PSOR\HH� 3HQVLRQ� 3ODQ�ZHUH� ������������ZKLFK� LV�
�������RI�FRYHUHG�SD\UROO�� �7KH�HPSOR\HU�UDWH��ZKHQ�FRPELQHG�ZLWK�PHPEHU�FRQWULEXWLRQV�� LV�
H[SHFWHG� WR� ILQDQFH� WKH� FRVWV� RI� EHQHILWV� HDUQHG� E\�PHPEHUV� GXULQJ� WKH� \HDU� DQG� WKH� FRVW� RI�
DGPLQLVWUDWLRQ��DV�ZHOO�DV�DQ�DPRUWL]HG�SRUWLRQ�RI�DQ\�XQIXQGHG�OLDELOLW\���

3HQVLRQ�/LDELOLWLHV��3HQVLRQ�([SHQVH��DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�DQG�'HIHUUHG�,QIORZV�
RI�5HVRXUFHV�5HODWHG�WR�3HQVLRQV�������

3HQVLRQ� OLDELOLW\� ±�$W -XQH� ���� ������ WKH� XQLYHUVLW\� UHSRUWHG� D� OLDELOLW\� RI� ������������ IRU� LWV�
SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�OLDELOLW\���7KH�QHW�SHQVLRQ�OLDELOLW\�ZDV�PHDVXUHG�DV�RI�-XQH�
����������DQG�WKH�WRWDO�SHQVLRQ�OLDELOLW\�XVHG�WR�FDOFXODWH�WKH�QHW�SHQVLRQ�OLDELOLW\�ZDV�GHWHUPLQHG�
E\�DQ�DFWXDULDO�YDOXDWLRQ�DV�RI�WKDW�GDWH���7KH�XQLYHUVLW\¶V�SURSRUWLRQ�RI�WKH�QHW�SHQVLRQ�OLDELOLW\�
ZDV�EDVHG�RQ�D�SURMHFWLRQ�RI�WKH�XQLYHUVLW\¶V�FRQWULEXWLRQV�GXULQJ�WKH�\HDU�HQGHG�-XQH�����������
WR� WKH� SHQVLRQ� SODQ� UHODWLYH� WR� WKH� FRQWULEXWLRQV� RI� DOO� SDUWLFLSDWLQJ� VWDWH� DQG� KLJKHU� HGXFDWLRQ�
DJHQFLHV���$W�WKH�-XQH�����������PHDVXUHPHQW�GDWH��WKH�XQLYHUVLW\¶V�SURSRUWLRQ�ZDV�������������
7KH�SURSRUWLRQ�PHDVXUHG�DV�RI�-XQH�����������ZDV������������

3HQVLRQ�H[SHQVH�±�)RU�WKH�\HDU�HQGHG�-XQH�����������WKH�XQLYHUVLW\�UHFRJQL]HG�D�SHQVLRQ�H[SHQVH�
RI��������������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�±�)RU�WKH�\HDU�HQGHG�-XQH�����
������ WKH�XQLYHUVLW\� UHSRUWHG�GHIHUUHG�RXWIORZV�RI� UHVRXUFHV�DQG�GHIHUUHG� LQIORZV�RI� UHVRXUFHV�
UHODWHG�WR�SHQVLRQV�IURP�WKH�IROORZLQJ�VRXUFHV���
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� � 'HIHUUHG�2XWIORZV�
RI�5HVRXUFHV�

� 'HIHUUHG�,QIORZV�
RI�5HVRXUFHV�

'LIIHUHQFHV� EHWZHHQ� H[SHFWHG� DQG� DFWXDO�
H[SHULHQFH� ������������� � �������������

1HW� GLIIHUHQFH� EHWZHHQ� SURMHFWHG� DQG� DFWXDO�
HDUQLQJV�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV� �� � ����������

&KDQJHV�LQ�DVVXPSWLRQV� � ���������� � ��
&KDQJHV�LQ�SURSRUWLRQ�RI�QHW�SHQVLRQ�OLDELOLW\�� � ���������� � �������
8QLYHUVLW\¶V� FRQWULEXWLRQV� VXEVHTXHQW� WR� WKH�
PHDVXUHPHQW�GDWH�RI�-XQH���������� ���������� � ��

7RWDO� � ������������ � �����������

'HIHUUHG� RXWIORZV� RI� UHVRXUFHV�� UHVXOWLQJ� IURP� WKH� XQLYHUVLW\¶V� HPSOR\HU� FRQWULEXWLRQV� RI�
�����������VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH��ZLOO�EH�UHFRJQL]HG�DV�D�GHFUHDVH�LQ�QHW�SHQVLRQ�
OLDELOLW\� LQ� WKH� \HDU� HQGLQJ� -XQH� ���� ������ � 2WKHU� DPRXQWV� UHSRUWHG� DV� GHIHUUHG� RXWIORZV� RI�
UHVRXUFHV� DQG� GHIHUUHG� LQIORZV� RI� UHVRXUFHV� UHODWHG� WR� SHQVLRQV�ZLOO� EH� UHFRJQL]HG� LQ� SHQVLRQ�
H[SHQVH�DV�IROORZV��

<HDU�(QGHG�-XQH����
����� � ������������� �
����� � �������������
����� � �������������
����� � ��������������

,Q�WKH�WDEOH�DERYH��SRVLWLYH�DPRXQWV�ZLOO�LQFUHDVH�SHQVLRQ�H[SHQVH��ZKLOH�QHJDWLYH�DPRXQWV�ZLOO�
GHFUHDVH�SHQVLRQ�H[SHQVH��

$FWXDULDO�DVVXPSWLRQV�±�7KH�WRWDO�SHQVLRQ�OLDELOLW\�DV�RI�-XQH�����������DFWXDULDO�YDOXDWLRQ�ZDV�
GHWHUPLQHG� XVLQJ� WKH� IROORZLQJ� DFWXDULDO� DVVXPSWLRQV�� DSSOLHG� WR� DOO� SHULRGV� LQFOXGHG� LQ� WKH�
PHDVXUHPHQW��

,QIODWLRQ� � �����

6DODU\�LQFUHDVHV� � *UDGHG�VDODU\�UDQJHV�IURP�������WR�������EDVHG�
RQ�DJH��LQFOXGLQJ�LQIODWLRQ��DYHUDJLQJ����

,QYHVWPHQW�UDWH�RI�UHWXUQ� � �������QHW�RI�SHQVLRQ�SODQ�LQYHVWPHQW�H[SHQVHV��
LQFOXGLQJ�LQIODWLRQ

&RVW�RI�OLYLQJ�DGMXVWPHQW� � ������

0RUWDOLW\�UDWHV�ZHUH�GHYHORSHG�E\�WKH�DFWXDU\�XVLQJ�WKH�UHVXOWV�RI�WKH�DFWXDULDO�H[SHULHQFH�VWXG\�
SHUIRUPHG�IRU� WKH�SHULRG�-XO\���������� WKURXJK�-XQH�����������DQG�ZHUH�DGMXVWHG� IRU�H[SHFWHG�
IXWXUH� LPSURYHPHQWV� LQ� OLIH� H[SHFWDQF\�� � 0RUWDOLW\� DVVXPSWLRQV� XWLOL]H� WKH� 53������ LQGXVWU\�
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VWDQGDUG�EDVH�WDEOH�DGMXVWHG�IRU�7&56�H[SHULHQFH��ZLWK�PRUWDOLW\�LPSURYHPHQW�SURMHFWHG���\HDUV�
EH\RQG�HDFK�DFWXDULDO�YDOXDWLRQ�GDWH��

7KH�DFWXDULDO�DVVXPSWLRQV�XVHG�LQ�WKH�-XQH�����������DFWXDULDO�YDOXDWLRQ�ZHUH�EDVHG�RQ�WKH�UHVXOWV�
RI�DQ�DFWXDULDO�H[SHULHQFH�VWXG\�SHUIRUPHG�IRU�WKH�SHULRG�-XO\����������WKURXJK�-XQH������������7KH�
GHPRJUDSKLF� DVVXPSWLRQV� ZHUH� DGMXVWHG� WR� PRUH� FORVHO\� UHIOHFW� DFWXDO� DQG� H[SHFWHG� IXWXUH�
H[SHULHQFH��

7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�HVWDEOLVKHG�E\�WKH�7&56�
%RDUG�RI�7UXVWHHV�LQ�FRQMXQFWLRQ�ZLWK�WKH�-XQH�����������DFWXDULDO�H[SHULHQFH�VWXG\���7KLV�UHWXUQ�
ZDV�VHOHFWHG�IURP�D�UDQJH�RI�YDOXHV�GHYHORSHG�XVLQJ�KLVWRULFDO�PDUNHW�UHWXUQV�DQG�IXWXUH�FDSLWDO�
PDUNHW�SURMHFWLRQV���7KH�IXWXUH�FDSLWDO�PDUNHW�SURMHFWLRQV�ZHUH�SURGXFHG�XVLQJ�D�EXLOGLQJ�EORFN�
PHWKRG�LQ�ZKLFK�D�EHVW�HVWLPDWH�RI�H[SHFWHG�IXWXUH�UHDO�UDWHV�RI�UHWXUQ��H[SHFWHG�UHWXUQV��QHW�RI�
SHQVLRQ�SODQ�LQYHVWPHQW�H[SHQVH�DQG�LQIODWLRQ�� LV�GHYHORSHG�IRU�HDFK�PDMRU�DVVHW�FODVV�� �7KHVH�
EHVW�HVWLPDWHV� DUH� FRPELQHG� WR� SURGXFH� WKH� IXWXUH� FDSLWDO�PDUNHW� SURMHFWLRQ� E\�ZHLJKWLQJ� WKH�
H[SHFWHG�IXWXUH�UHDO�UDWHV�RI�UHWXUQ�E\�WKH�WDUJHW�DVVHW�DOORFDWLRQ�SHUFHQWDJH�DQG�E\�DGGLQJ�H[SHFWHG�
LQIODWLRQ�RI��������7KH�EHVW�HVWLPDWHV�RI�JHRPHWULF�UHDO�UDWHV�RI�UHWXUQ�DQG�WKH�7&56�LQYHVWPHQW�
SROLF\�WDUJHW�DVVHW�DOORFDWLRQ�IRU�HDFK�PDMRU�DVVHW�FODVV�DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH��

$VVHW�&ODVV�
/RQJ�WHUP�([SHFWHG�
5HDO�5DWH�RI�5HWXUQ

7DUJHW��
$OORFDWLRQ

8�6��HTXLW\� ������ ����
'HYHORSHG�PDUNHW�LQWHUQDWLRQDO�HTXLW\� ������ ����
(PHUJLQJ�PDUNHW�LQWHUQDWLRQDO�HTXLW\� ������ ���
3ULYDWH�HTXLW\�DQG�VWUDWHJLF�OHQGLQJ� ������ ����
8�6��IL[HG�LQFRPH� ������ ����
5HDO�HVWDWH� ������ ����
6KRUW�WHUP�VHFXULWLHV� ������ ���
� � �����

7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�HVWDEOLVKHG�E\�WKH�7&56�
%RDUG�RI�7UXVWHHV�DV�������EDVHG�RQ�D�FRPSDULVRQ�RI�KLVWRULFDO�PDUNHW�UHWXUQV�DQG�IXWXUH�FDSLWDO�
PDUNHW�SURMHFWLRQV��

'LVFRXQW� UDWH�±�7KH�GLVFRXQW� UDWH�XVHG� WR�PHDVXUH� WKH� WRWDO�SHQVLRQ� OLDELOLW\�ZDV�������� �7KH�
SURMHFWLRQ�RI�FDVK�IORZV�XVHG�WR�GHWHUPLQH�WKH�GLVFRXQW�UDWH�DVVXPHG�WKDW�HPSOR\HH�FRQWULEXWLRQV�
ZLOO�EH�PDGH�DW�WKH�FXUUHQW�UDWH�DQG�WKDW�FRQWULEXWLRQV�IURP�DOO�VWDWH�DQG�KLJKHU�HGXFDWLRQ�DJHQFLHV�
ZLOO�EH�PDGH�DW�WKH�DFWXDULDOO\�GHWHUPLQHG�FRQWULEXWLRQ�UDWH�LQ�DFFRUGDQFH�ZLWK�WKH�IXQGLQJ�SROLF\�
RI� WKH� 7&56� %RDUG� RI� 7UXVWHHV� DQG� DV� UHTXLUHG� WR� EH� SDLG� E\� VWDWH� VWDWXWH�� � %DVHG� RQ� WKRVH�
DVVXPSWLRQV�� WKH� SHQVLRQ� SODQ¶V� ILGXFLDU\� QHW� SRVLWLRQ� ZDV� SURMHFWHG� WR� EH� DYDLODEOH� WR�PDNH�
SURMHFWHG�IXWXUH�EHQHILW�SD\PHQWV�RI�FXUUHQW�DFWLYH�DQG�LQDFWLYH�PHPEHUV���7KHUHIRUH��WKH�ORQJ�
WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�DSSOLHG�WR�DOO�SHULRGV�RI�SURMHFWHG�
EHQHILW�SD\PHQWV�WR�GHWHUPLQH�WKH�WRWDO�SHQVLRQ�OLDELOLW\��
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6HQVLWLYLW\�RI�WKH�SURSRUWLRQDWH�VKDUH�RI�QHW�SHQVLRQ�OLDELOLW\�WR�FKDQJHV�LQ�WKH�GLVFRXQW�UDWH�±�7KH�
IROORZLQJ�SUHVHQWV�WKH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�OLDELOLW\�FDOFXODWHG�XVLQJ�
WKH�GLVFRXQW�UDWH�RI��������DV�ZHOO�DV�ZKDW�WKH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�
OLDELOLW\�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�GLVFRXQW�UDWH�WKDW�LV���SHUFHQWDJH�SRLQW�ORZHU���������
RU���SHUFHQWDJH�SRLQW�KLJKHU���������WKDQ�WKH�FXUUHQW�UDWH��

���'HFUHDVH�
��������

&XUUHQW�'LVFRXQW�
5DWH�

��������
���,QFUHDVH�
��������

8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW��
����SHQVLRQ�OLDELOLW\��DVVHW�� ������������ ������������ �����������

3HQVLRQ�SODQ�ILGXFLDU\�QHW�SRVLWLRQ�±�'HWDLOHG�LQIRUPDWLRQ�DERXW�WKH�SHQVLRQ�SODQ¶V�ILGXFLDU\�QHW�
SRVLWLRQ�LV�DYDLODEOH�LQ�D�VHSDUDWHO\�LVVXHG�7&56�ILQDQFLDO�UHSRUW�DW�ZZZ�WUHDVXU\�WQ�JRY�WFUV������

6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�

*HQHUDO�,QIRUPDWLRQ�$ERXW�WKH�3HQVLRQ�3ODQ�

3ODQ� GHVFULSWLRQ� ±� 6WDWH� HPSOR\HHV� DQG� KLJKHU� HGXFDWLRQ� HPSOR\HHV� ZLWK� PHPEHUVKLS� LQ� WKH�
7HQQHVVHH� &RQVROLGDWHG� 5HWLUHPHQW� 6\VWHP� �7&56�� EHIRUH� -XO\� ��� ������ DUH� SURYLGHG� ZLWK�
SHQVLRQV�WKURXJK�WKH�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ��DQ�DJHQW�SODQ�
ZLWKLQ� WKH�3XEOLF�(PSOR\HH�5HWLUHPHQW�3ODQ�DGPLQLVWHUHG�E\� WKH�7&56�� �7&56� LV�D�PXOWLSOH�
HPSOR\HU�SHQVLRQ�SODQ���7KH�&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�3HQVLRQ�3ODQ�ZDV�FORVHG�HIIHFWLYH�
-XQH�����������DQG�FRYHUV�HPSOR\HHV�KLUHG�EHIRUH�-XO\�����������(PSOR\HHV�KLUHG�DIWHU�-XQH�����
������DUH�SURYLGHG�ZLWK�SHQVLRQV�WKURXJK�D�OHJDOO\�VHSDUDWH�SODQ�UHIHUUHG�WR�DV�WKH�6WDWH�DQG�+LJKHU�
(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ��DQ�DJHQW�SODQ�ZLWKLQ�WKH�3XEOLF�(PSOR\HH�5HWLUHPHQW�3ODQ�
DGPLQLVWHUHG�E\�WKH�7&56���7KH�7&56�ZDV�FUHDWHG�E\�VWDWH�VWDWXWH�XQGHU�7LWOH����&KDSWHUV��������
7HQQHVVHH�&RGH�$QQRWDWHG��

%HQHILWV�SURYLGHG ±�7LWOH����&KDSWHUV��������7HQQHVVHH�&RGH�$QQRWDWHG��HVWDEOLVKHV�WKH�EHQHILW�
WHUPV�DQG�FDQ�EH�DPHQGHG�RQO\�E\�WKH�7HQQHVVHH�*HQHUDO�$VVHPEO\���0HPEHUV�RI�WKH�6WDWH�DQG�
+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH����ZLWK���\HDUV�RI�VHUYLFH�
FUHGLW�RU�SXUVXDQW�WR�WKH�UXOH�RI����LQ�ZKLFK�WKH�PHPEHU¶V�DJH�DQG�\HDUV�RI�VHUYLFH�FUHGLW�WRWDO������
0HPEHUV�DUH�HQWLWOHG�WR�UHFHLYH�XQUHGXFHG�VHUYLFH�UHWLUHPHQW�EHQHILWV��ZKLFK�DUH�GHWHUPLQHG�E\�D�
IRUPXOD�PXOWLSO\LQJ�WKH�PHPEHU¶V�KLJKHVW�ILYH�FRQVHFXWLYH�\HDUV¶�DYHUDJH�FRPSHQVDWLRQ�E\����
PXOWLSOLHG�E\�WKH�PHPEHU¶V�\HDUV�RI�VHUYLFH�FUHGLW���$�UHGXFHG�HDUO\�UHWLUHPHQW�LV�DYDLODEOH�DW�DJH�
���ZLWK���\HDUV�RI�VHUYLFH�FUHGLW�RU�SXUVXDQW�WR�WKH�UXOH�RI����LQ�ZKLFK�D�PHPEHU¶V�DJH�DQG�\HDUV�
RI�VHUYLFH�FUHGLW�WRWDO������6HUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�DUH�SURYLGHG�UHJDUGOHVV�RI�OHQJWK�RI�
VHUYLFH�� � )LYH� \HDUV� RI� VHUYLFH� DUH� UHTXLUHG� IRU� QRQ�VHUYLFH�UHODWHG� GLVDELOLW\� HOLJLELOLW\�� � 7KH�
VHUYLFH�UHODWHG�DQG�QRQ�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�DUH�GHWHUPLQHG�LQ�WKH�VDPH�PDQQHU�DV�D�
VHUYLFH�UHWLUHPHQW�EHQHILW�EXW�DUH�UHGXFHG�����DQG�LQFOXGH�SURMHFWHG�VHUYLFH�FUHGLWV���$�YDULHW\�RI�
GHDWK�EHQHILWV�DUH�DYDLODEOH�XQGHU�YDULRXV�HOLJLELOLW\�FULWHULD����

Audit Committee 
April 24, 2020

91

www.treasury.tn.gov/tcrs


1RWHV�WR�WKH�)LQDQFLDO�6WDWHPHQWV��&RQWLQXHG��

���

0HPEHU�DQG�EHQHILFLDU\�DQQXLWDQWV�DUH�HQWLWOHG�WR�DXWRPDWLF�FRVW�RI�OLYLQJ�DGMXVWPHQWV��&2/$V��
DIWHU�UHWLUHPHQW���$�&2/$�LV�JUDQWHG�HDFK�-XO\�IRU�DQQXLWDQWV�UHWLUHG�SULRU�WR�-XO\���RI�WKH�SUHYLRXV�
\HDU�� � 7KH�&2/$� LV� EDVHG� RQ� WKH� FKDQJH� LQ� WKH� FRQVXPHU� SULFH� LQGH[� �&3,�� GXULQJ� WKH� SULRU�
FDOHQGDU�\HDU��FDSSHG�DW�����DQG�DSSOLHG�WR�WKH�FXUUHQW�EHQHILW���1R�&2/$�LV�JUDQWHG�LI�WKH�FKDQJH�
LQ�WKH�&3,�LV�OHVV�WKDQ��������$����&2/$�LV�JUDQWHG�LI�WKH�&3,�FKDQJH�LV�EHWZHHQ������DQG������
$�PHPEHU�ZKR�OHDYHV�HPSOR\PHQW�PD\�ZLWKGUDZ�HPSOR\HH�FRQWULEXWLRQV��SOXV�DQ\�DFFXPXODWHG�
LQWHUHVW����

&RQWULEXWLRQV� ±�&RQWULEXWLRQV� IRU� VWDWH� DQG� KLJKHU� HGXFDWLRQ� HPSOR\HHV� DUH� HVWDEOLVKHG� LQ� WKH�
VWDWXWHV� JRYHUQLQJ� WKH� 7&56� DQG�PD\� RQO\� EH� FKDQJHG� E\� WKH� 7HQQHVVHH�*HQHUDO�$VVHPEO\���
8QLYHUVLW\�HPSOR\HHV�FRQWULEXWH����RI�WKHLU�VDODU\�WR�WKH�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�
5HWLUHPHQW�3ODQ���7KH�KLJKHU�HGXFDWLRQ�LQVWLWXWLRQV�PDNH�HPSOR\HU�FRQWULEXWLRQV�DW�WKH�UDWH�VHW�E\�
WKH�%RDUG�RI�7UXVWHHV�DV�GHWHUPLQHG�E\�DQ�DFWXDULDO�YDOXDWLRQ���%\�ODZ��HPSOR\HU�FRQWULEXWLRQV�IRU�
WKH�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�DUH� UHTXLUHG� WR�EH�SDLG�� �(PSOR\HU�
FRQWULEXWLRQV�E\�WKH�XQLYHUVLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������WR�WKH�6WDWH�DQG�+LJKHU�(GXFDWLRQ�
(PSOR\HH�5HWLUHPHQW�3ODQ�ZHUH��������������ZKLFK�LV�������RI�FRYHUHG�SD\UROO���7KH�HPSOR\HU�
UDWH��ZKHQ�FRPELQHG�ZLWK�PHPEHU�FRQWULEXWLRQV��LV�H[SHFWHG�WR�ILQDQFH�WKH�FRVWV�RI�EHQHILWV�HDUQHG�
E\�PHPEHUV�GXULQJ�WKH�\HDU�DQG�WKH�FRVW�RI�DGPLQLVWUDWLRQ��DV�ZHOO�DV�DQ�DPRUWL]HG�SRUWLRQ�RI�DQ\�
XQIXQGHG�OLDELOLW\����

3HQVLRQ�$VVHWV��3HQVLRQ�([SHQVH��DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�DQG�'HIHUUHG�,QIORZV�RI�
5HVRXUFHV�5HODWHG�WR�3HQVLRQV�

3HQVLRQ�DVVHW�±�$W -XQH�����������WKH�XQLYHUVLW\�UHSRUWHG�DQ�DVVHW�RI����������IRU�LWV�SURSRUWLRQDWH�
VKDUH�RI�WKH�QHW�SHQVLRQ�DVVHW���7KH�QHW�SHQVLRQ�DVVHW�ZDV�PHDVXUHG�DV�RI�-XQH�����������DQG�WKH�
WRWDO� SHQVLRQ� OLDELOLW\� XVHG� WR� FDOFXODWH� WKH� QHW� SHQVLRQ� DVVHW� ZDV� GHWHUPLQHG� E\� DQ� DFWXDULDO�
YDOXDWLRQ�DV�RI� WKDW�GDWH�� �7KH�XQLYHUVLW\¶V�SURSRUWLRQ�RI� WKH�QHW�SHQVLRQ�DVVHW�ZDV�EDVHG�RQ�D�
SURMHFWLRQ�RI�WKH�XQLYHUVLW\¶V�FRQWULEXWLRQV�GXULQJ�WKH�\HDU�HQGHG�-XQH�����������WR�WKH�SHQVLRQ�
SODQ�UHODWLYH�WR�WKH�FRQWULEXWLRQV�RI�DOO�SDUWLFLSDWLQJ�VWDWH�DQG�KLJKHU�HGXFDWLRQ�DJHQFLHV���$W�WKH�
-XQH�����������PHDVXUHPHQW�GDWH��WKH�XQLYHUVLW\¶V�SURSRUWLRQ�ZDV�������������$W�-XQH�����������
PHDVXUHPHQW�GDWH��WKH�XQLYHUVLW\¶V�SURSRUWLRQ�ZDV������������

3HQVLRQ�H[SHQVH�±�)RU�WKH�\HDU�HQGHG�-XQH�����������WKH�XQLYHUVLW\�UHFRJQL]HG�D�SHQVLRQ�H[SHQVH�
RI�������������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�±�)RU�WKH�\HDU�HQGHG�-XQH�����
������ WKH�XQLYHUVLW\� UHSRUWHG�GHIHUUHG�RXWIORZV�RI� UHVRXUFHV�DQG�GHIHUUHG� LQIORZV�RI� UHVRXUFHV�
UHODWHG�WR�SHQVLRQV�IURP�WKH�IROORZLQJ�VRXUFHV�� �
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� � 'HIHUUHG�2XWIORZV�
RI�5HVRXUFHV�

� 'HIHUUHG�,QIORZV�
RI�5HVRXUFHV�

'LIIHUHQFHV� EHWZHHQ� H[SHFWHG� DQG� DFWXDO�
H[SHULHQFH� ����������� �����������

1HW� GLIIHUHQFH� EHWZHHQ� SURMHFWHG� DQG� DFWXDO�
HDUQLQJV�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV� �� ����������

&KDQJH�LQ�DVVXPSWLRQV� � ���������� � ��
&KDQJHV�LQ�SURSRUWLRQ�RI�QHW�SHQVLRQ�DVVHW� � ��������� � ����������
8QLYHUVLW\¶V� FRQWULEXWLRQV� VXEVHTXHQW� WR� WKH�
PHDVXUHPHQW�GDWH�RI�-XQH���������� ����������� ��

7RWDO� � ������������ � �����������

'HIHUUHG� RXWIORZV� RI� UHVRXUFHV�� UHVXOWLQJ� IURP� WKH� XQLYHUVLW\¶V� HPSOR\HU� FRQWULEXWLRQV� RI�
������������VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH��ZLOO�EH�UHFRJQL]HG�DV�D�GHFUHDVH�LQ�QHW�SHQVLRQ�
OLDELOLW\� LQ� WKH� \HDU� HQGLQJ� -XQH� ���� ������ � 2WKHU� DPRXQWV� UHSRUWHG� DV� GHIHUUHG� RXWIORZV� RI�
UHVRXUFHV� DQG� GHIHUUHG� LQIORZV� RI� UHVRXUFHV� UHODWHG� WR� SHQVLRQV�ZLOO� EH� UHFRJQL]HG� LQ� SHQVLRQ�
H[SHQVH�DV�IROORZV��

<HDU�(QGHG�-XQH����
����� � �����������
����� � �����������
����� � ����������
����� � �����������
����� � ������������������������� �����������

7KHUHDIWHU� � ���������������������� � � �����������

,Q�WKH�WDEOH�DERYH��SRVLWLYH�DPRXQWV�ZLOO�LQFUHDVH�SHQVLRQ�H[SHQVH��ZKLOH�QHJDWLYH�DPRXQWV�ZLOO�
GHFUHDVH�SHQVLRQ�H[SHQVH��

$FWXDULDO�DVVXPSWLRQV�±�7KH�WRWDO�SHQVLRQ�DVVHW�DV�RI�WKH�-XQH�����������DFWXDULDO�YDOXDWLRQ�ZDV�
GHWHUPLQHG� XVLQJ� WKH� IROORZLQJ� DFWXDULDO� DVVXPSWLRQV�� DSSOLHG� WR� DOO� SHULRGV� LQFOXGHG� LQ� WKH�
PHDVXUHPHQW��

,QIODWLRQ� � �����

6DODU\�LQFUHDVHV� � *UDGHG�VDODU\�UDQJHV�IURP�������WR�������EDVHG�
RQ�DJH��LQFOXGLQJ�LQIODWLRQ��DYHUDJLQJ������

,QYHVWPHQW�UDWH�RI�UHWXUQ� � �������QHW�RI�SHQVLRQ�SODQ�LQYHVWPHQW�H[SHQVHV��
LQFOXGLQJ�LQIODWLRQ

&RVW�RI�OLYLQJ�DGMXVWPHQW� � ������
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0RUWDOLW\�UDWHV�ZHUH�GHYHORSHG�E\�WKH�DFWXDU\�XVLQJ�WKH�UHVXOWV�RI�WKH�DFWXDULDO�H[SHULHQFH�VWXG\�
SHUIRUPHG�IRU� WKH�SHULRG�-XO\���������� WKURXJK�-XQH�����������DQG�ZHUH�DGMXVWHG� IRU�H[SHFWHG�
IXWXUH� LPSURYHPHQWV� LQ� OLIH� H[SHFWDQF\�� � 0RUWDOLW\� DVVXPSWLRQV� XWLOL]H� WKH� 53������ LQGXVWU\�
VWDQGDUG�EDVH�WDEOH�DGMXVWHG�IRU�7&56�H[SHULHQFH��ZLWK�JHQHUDWLRQDO�PRUWDOLW\�LPSURYHPHQW��

7KH�DFWXDULDO�DVVXPSWLRQV�XVHG�LQ�WKH�-XQH�����������DFWXDULDO�YDOXDWLRQ�ZHUH�EDVHG�RQ�WKH�UHVXOWV�
RI�DQ�DFWXDULDO�H[SHULHQFH�VWXG\�SHUIRUPHG�IRU�WKH�SHULRG�-XO\����������WKURXJK�-XQH������������7KH�
GHPRJUDSKLF� DVVXPSWLRQV� ZHUH� DGMXVWHG� WR� PRUH� FORVHO\� UHIOHFW� DFWXDO� DQG� H[SHFWHG� IXWXUH�
H[SHULHQFH�

7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�HVWDEOLVKHG�E\�WKH�7&56�
%RDUG�RI�7UXVWHHV�LQ�FRQMXQFWLRQ�ZLWK�WKH�-XQH�����������DFWXDULDO�H[SHULHQFH�VWXG\���7KLV�UHWXUQ�
ZDV�VHOHFWHG�IURP�D�UDQJH�RI�YDOXHV�GHYHORSHG�XVLQJ�KLVWRULFDO�PDUNHW�UHWXUQV�DQG�IXWXUH�FDSLWDO�
PDUNHW�SURMHFWLRQV���7KH�IXWXUH�FDSLWDO�PDUNHW�SURMHFWLRQV�ZHUH�SURGXFHG�XVLQJ�D�EXLOGLQJ�EORFN�
PHWKRG�LQ�ZKLFK�D�EHVW�HVWLPDWH�RI�H[SHFWHG�UHDO�UDWHV�RI�UHWXUQ��H[SHFWHG�UHWXUQV��QHW�RI�SHQVLRQ�
SODQ� LQYHVWPHQW� H[SHQVH� DQG� LQIODWLRQ�� LV� GHYHORSHG� IRU� HDFK� PDMRU� DVVHW� FODVV�� � 7KHVH� EHVW�
HVWLPDWHV�DUH�FRPELQHG�WR�SURGXFH�WKH�IXWXUH�FDSLWDO�PDUNHW�SURMHFWLRQ�E\�ZHLJKWLQJ�WKH�H[SHFWHG�
IXWXUH�UHDO�UDWHV�RI�UHWXUQ�E\�WKH�WDUJHW�DVVHW�DOORFDWLRQ�SHUFHQWDJH�DQG�E\�DGGLQJ�H[SHFWHG�LQIODWLRQ�
RI������� �7KH�EHVW�HVWLPDWHV�RI�JHRPHWULF�UHDO�UDWHV�RI�UHWXUQ�DQG�WKH�7&56�LQYHVWPHQW�SROLF\�
WDUJHW�DVVHW�DOORFDWLRQ�IRU�HDFK�PDMRU�DVVHW�FODVV�DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH��

$VVHW�&ODVV�
/RQJ�WHUP�([SHFWHG�
5HDO�5DWH�RI�5HWXUQ

7DUJHW��
$OORFDWLRQ

8�6��HTXLW\� ������ ����
'HYHORSHG�PDUNHW�LQWHUQDWLRQDO�HTXLW\� ������ ����
(PHUJLQJ�PDUNHW�LQWHUQDWLRQDO�HTXLW\� ������ ���
3ULYDWH�HTXLW\�DQG�VWUDWHJLF�OHQGLQJ� ������ ����
8�6��IL[HG�LQFRPH� ������ ����
5HDO�HVWDWH� ������ ����
6KRUW�WHUP�VHFXULWLHV� ������ ���
� � �����

7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�HVWDEOLVKHG�E\�WKH�7&56�
%RDUG�RI�7UXVWHHV�DV�������EDVHG�RQ�D�FRPSDULVRQ�RI�KLVWRULFDO�PDUNHW�UHWXUQV�DQG�IXWXUH�FDSLWDO�
PDUNHW�SURMHFWLRQV��

'LVFRXQW� UDWH�±�7KH�GLVFRXQW� UDWH�XVHG� WR�PHDVXUH� WKH� WRWDO�SHQVLRQ� OLDELOLW\�ZDV�������� �7KH�
SURMHFWLRQ�RI�FDVK�IORZV�XVHG�WR�GHWHUPLQH�WKH�GLVFRXQW�UDWH�DVVXPHG�WKDW�HPSOR\HH�FRQWULEXWLRQV�
ZLOO�EH�PDGH�DW�WKH�FXUUHQW�UDWH�DQG�WKDW�FRQWULEXWLRQV�IURP�DOO�VWDWH�DQG�KLJKHU�HGXFDWLRQ�DJHQFLHV�
ZLOO�EH�PDGH�DW�WKH�DFWXDULDOO\�GHWHUPLQHG�FRQWULEXWLRQ�UDWH�LQ�DFFRUGDQFH�ZLWK�WKH�IXQGLQJ�SROLF\�
RI� WKH� 7&56� %RDUG� RI� 7UXVWHHV� DQG� DV� UHTXLUHG� WR� EH� SDLG� E\� VWDWH� VWDWXWH�� � %DVHG� RQ� WKRVH�
DVVXPSWLRQV�� WKH� SHQVLRQ� SODQ¶V� ILGXFLDU\� QHW� SRVLWLRQ� ZDV� SURMHFWHG� WR� EH� DYDLODEOH� WR�PDNH�
SURMHFWHG�IXWXUH�EHQHILW�SD\PHQWV�RI�FXUUHQW�DFWLYH�DQG�LQDFWLYH�PHPEHUV���7KHUHIRUH��WKH�ORQJ�
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WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�DSSOLHG�WR�DOO�SHULRGV�RI�SURMHFWHG�
EHQHILW�SD\PHQWV�WR�GHWHUPLQH�WKH�WRWDO�SHQVLRQ�OLDELOLW\��

6HQVLWLYLW\�RI�WKH�SURSRUWLRQDWH�VKDUH�RI�QHW�SHQVLRQ�DVVHW�WR�FKDQJHV�LQ�WKH�GLVFRXQW�UDWH�±�7KH�
IROORZLQJ�SUHVHQWV�WKH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�DVVHW�FDOFXODWHG�XVLQJ�
WKH�GLVFRXQW�UDWH�RI��������DV�ZHOO�DV�ZKDW�WKH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�
DVVHW�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�GLVFRXQW�UDWH�WKDW�LV���SHUFHQWDJH�SRLQW�ORZHU���������
RU���SHUFHQWDJH�SRLQW�KLJKHU���������WKDQ�WKH�FXUUHQW�UDWH��

���'HFUHDVH�
��������

&XUUHQW�'LVFRXQW�
5DWH�

��������
���,QFUHDVH�
��������

8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�
SHQVLRQ�DVVHW ��������� ��������� �����������

3HQVLRQ�SODQ�ILGXFLDU\�QHW�SRVLWLRQ�±�'HWDLOHG�LQIRUPDWLRQ�DERXW�WKH�SHQVLRQ�SODQ¶V�ILGXFLDU\�QHW�
SRVLWLRQ�LV�DYDLODEOH�LQ�D�VHSDUDWHO\�LVVXHG�7&56�ILQDQFLDO�UHSRUW�DW�ZZZ�WUHDVXU\�WQ�JRY�WFUV�����

7RWDO�'HILQHG�%HQHILW�3HQVLRQ�([SHQVH

7KH� WRWDO� SHQVLRQ� H[SHQVH� IRU� WKH� \HDU� HQGHG� -XQH� ���� ������ IRU� DOO� VWDWH� JRYHUQPHQW� GHILQHG�
EHQHILW�SHQVLRQ�SODQV�ZDV�������������

'HILQHG�&RQWULEXWLRQ�3ODQV�

2SWLRQDO�5HWLUHPHQW�3ODQV�

3ODQ�GHVFULSWLRQ�±�7KH�XQLYHUVLW\�FRQWULEXWHV�WR�WKH�2SWLRQDO�5HWLUHPHQW�3ODQ��253����7KH�253��
DGPLQLVWHUHG�E\�WKH�7HQQHVVHH�7UHDVXU\�'HSDUWPHQW��LV�D�GHILQHG�FRQWULEXWLRQ�SODQ���7KH�253�ZDV�
HVWDEOLVKHG�E\�VWDWH�VWDWXWH�LQ�7LWOH����&KDSWHU�����3DUW����7HQQHVVHH�&RGH�$QQRWDWHG���7KLV�VWDWXWH�
DOVR� VHWV�RXW� WKH�SODQ�SURYLVLRQV�� �7KH�SODQ�SURYLVLRQV�DUH�DPHQGHG�E\� WKH�7HQQHVVHH�*HQHUDO�
$VVHPEO\���7KH�253�ZDV�GHVLJQHG�WR�SURYLGH�EHQHILWV�DW�UHWLUHPHQW�WR�IDFXOW\�DQG�VWDII�ZKR�DUH�
H[HPSW�IURP�WKH�RYHUWLPH�SURYLVLRQ�RI�WKH�)DLU�/DERU�6WDQGDUGV�$FW�DQG�ZKR�ZDLYH�PHPEHUVKLS�
LQ�WKH�7&56���,Q�D�GHILQHG�FRQWULEXWLRQ�SODQ��EHQHILWV�GHSHQG�VROHO\�RQ�DPRXQWV�FRQWULEXWHG�WR�WKH�
SODQ�SOXV�LQYHVWPHQW�HDUQLQJV���

)XQGLQJ� SROLF\� ±� )RU� HPSOR\HHV� HPSOR\HG� SULRU� WR� -XO\� ��� ������ SODQ� PHPEHUV� DUH�
QRQFRQWULEXWRU\���7KH�XQLYHUVLW\�FRQWULEXWHV�DQ�DPRXQW�HTXDO�WR�����RI�WKH�HPSOR\HH¶V�EDVH�VDODU\�
XS�WR�WKH�VRFLDO�VHFXULW\�ZDJH�EDVH�DQG�����DERYH�WKH�VRFLDO�VHFXULW\�ZDJH�EDVH���)RU�HPSOR\HHV�
KLUHG�DIWHU�-XQH�����������SODQ�PHPEHUV�ZLOO�FRQWULEXWH����WR�WKH�253�DQG�WKH�XQLYHUVLW\�ZLOO�
FRQWULEXWH����RI�WKH�HPSOR\HH¶V�EDVH�VDODU\���3HQVLRQ�H[SHQVH�HTXDOHG�WKH�UHTXLUHG�FRQWULEXWLRQV�
PDGH�WR�WKH�253�DQG�ZHUH���������������IRU�WKH�\HDU�HQGHG�-XQH�����������DQG���������������IRU�
WKH�\HDU�HQGHG�-XQH������������&RQWULEXWLRQV�PHW�WKH�UHTXLUHPHQWV�IRU�HDFK�\HDU���
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0HPEHUV�DUH�LPPHGLDWHO\������YHVWHG�LQ�WKH�HPSOR\HU�FRQWULEXWLRQV�PDGH�SXUVXDQW�WR�WKH�253���
7KH�7UHDVXU\�'HSDUWPHQW�KDV�VHOHFWHG�WKUHH�LQYHVWPHQW�YHQGRUV�ZKR�RIIHU�D�YDULHW\�RI�LQYHVWPHQW�
SURGXFWV�LQ�ZKLFK�PHPEHUV�DUH�UHVSRQVLEOH�IRU�VHOHFWLQJ�KRZ�WKH�FRQWULEXWLRQV�DUH�LQYHVWHG���(DFK�
PHPEHU�PDNHV�WKH�GHFLVLRQ�ZKHQ�WR�UHDOORFDWH�IXWXUH�FRQWULEXWLRQV�RU�ZKHQ�WR�WUDQVIHU�IXQGV�IURP�
RQH�LQYHVWPHQW�SURGXFW�WR�DQRWKHU���)XQGV�DUH�KHOG�E\�WKH�LQYHVWPHQW�YHQGRU�LQ�WKH�QDPH�RI�WKH�
PHPEHU��QRW�LQ�WKH�QDPH�RI�WKH�6WDWH�RI�7HQQHVVHH���7KH�6WDWH�RI�7HQQHVVHH�KDV�QR�GLVFUHWLRQ�RYHU�
WKHVH�IXQGV�RWKHU�WKDQ�WR�PDNH�WKH�LQLWLDO�FRQWULEXWLRQV���$FFRUGLQJO\��WKH�6WDWH�RI�7HQQHVVHH�LV�QRW�
DFWLQJ�LQ�D�WUXVWHH�FDSDFLW\��QRU�GRHV�LW�KDYH�D�ILGXFLDU\�UHVSRQVLELOLW\�IRU�WKH�IXQGV�KHOG�E\�WKH�
LQYHVWPHQW�YHQGRUV��

'HIHUUHG�&RPSHQVDWLRQ�3ODQV�

(PSOR\HHV�DUH�RIIHUHG�WKUHH�GHIHUUHG�FRPSHQVDWLRQ�SODQV���7KH�XQLYHUVLW\��WKURXJK�WKH�6WDWH�RI�
7HQQHVVHH�� SURYLGHV� WZR� SODQV�� RQH� HVWDEOLVKHG� SXUVXDQW� WR� WKH� ,QWHUQDO�5HYHQXH�&RGH� �,5&���
6HFWLRQ������DQG�WKH�RWKHU�SXUVXDQW�WR�,5&��6HFWLRQ�����N����7KH�WKLUG�SODQ�LV�DGPLQLVWHUHG�E\�WKH�
XQLYHUVLW\�DQG�ZDV�HVWDEOLVKHG�LQ�DFFRUGDQFH�ZLWK�,5&��6HFWLRQ�����E����7KH�SODQV�DUH�RXWVRXUFHG�
WR�WKLUG�SDUW\�YHQGRUV��DQG�WKH�DGPLQLVWUDWLYH�FRVWV�DVVHVVHG�E\�WKH�YHQGRUV�RI�WKHVH�SODQV�DUH�WKH�
UHVSRQVLELOLW\�RI�SODQ�SDUWLFLSDQWV���6HFWLRQ�����N���6HFWLRQ�����E���DQG�6HFWLRQ�����SODQ�DVVHWV�
UHPDLQ� WKH� SURSHUW\� RI� WKH� FRQWULEXWLQJ� HPSOR\HHV�� WKHUHIRUH�� WKH\� DUH� QRW� SUHVHQWHG� LQ� WKH�
DFFRPSDQ\LQJ� ILQDQFLDO� VWDWHPHQWV�� � 6HFWLRQV� ����N��� ����E��� DQG� ���� HVWDEOLVK� SDUWLFLSDWLRQ��
FRQWULEXWLRQ��DQG�ZLWKGUDZDO�SURYLVLRQV�IRU�WKH�SODQV���3DUWLFLSDWLRQ�LQ�WKH�����E��DQG�WKH�����SODQV�
LV�YROXQWDU\� IRU�HPSOR\HHV�� �7KH�XQLYHUVLW\�SURYLGHV�XS� WR�D�����PRQWKO\�HPSOR\HU�PDWFK� IRU�
HPSOR\HHV� ZKR� SDUWLFLSDWH� LQ� WKH� VWDWH¶V� ����N�� SODQ�� � (PSOR\HHV� KLUHG� EHIRUH� -XO\� ��� ������
YROXQWDULO\�SDUWLFLSDWH�LQ�WKH�VWDWH¶V�����N��SODQ���3XUVXDQW�WR�&KDSWHU���� RI WKH�3XEOLF�$FWV�RI�
������HPSOR\HHV�KLUHG�DIWHU�-XQH�����������DUH�DXWRPDWLFDOO\�HQUROOHG�LQ�WKH�VWDWH¶V�����N��SODQ�LI�
WKH\�HOHFW�WR�EH�LQ�WKH�7&56�SHQVLRQ�SODQ�DQG�FRQWULEXWH����RI�WKHLU�VDODU\��ZLWK�WKH�HPSOR\HU�
FRQWULEXWLQJ�DQ�DGGLWLRQDO�QRQ�PDWFKLQJ������(PSOR\HHV�PD\�RSW�RXW�RI�WKH����DXWR�HQUROOPHQW���
6XFK�FRQWULEXWLRQ�UDWHV�PD\�RQO\�EH�DPHQGHG�E\�WKH�7HQQHVVHH�*HQHUDO�$VVHPEO\�� �7KHUH�DUH�
FHUWDLQ�DXWRPDWLF�FRVW�FRQWUROV�DQG�XQIXQGHG�OLDELOLW\�FRQWUROV�LQ�WKH�GHILQHG�EHQHILW�SODQ�ZKHUH�
WKH� HPSOR\HHV� SDUWLFLSDWH� WKDW�PD\� LPSDFW� WKH� QRQ�PDWFKLQJ����HPSOR\HU� FRQWULEXWLRQ� WR� WKH�
����N��SODQ����

(PSOR\HHV�DUH�LPPHGLDWHO\�YHVWHG�LQ�ERWK�WKH�HPSOR\HH�DQG�HPSOR\HU�FRQWULEXWLRQV�LQ�DOO�SODQV���
7KH� ,5&� HVWDEOLVKHV� PD[LPXP� OLPLWV� WKDW� DQ� HPSOR\HH� FDQ� FRQWULEXWH� WR� WKHVH� SODQV�� � 7KH�
HPSOR\HH�PD\�LQFUHDVH��GHFUHDVH��RU�VWRS�FRQWULEXWLRQV�DW�DQ\�WLPH�IRU�DOO�WKUHH�SODQV��

'XULQJ� WKH� \HDU� HQGHG� -XQH� ���� ������ FRQWULEXWLRQV� WRWDOLQJ� �������������� ZHUH� PDGH� E\�
HPSOR\HHV� SDUWLFLSDWLQJ� LQ� WKH� ����N�� SODQ�� DQG� WKH� XQLYHUVLW\� UHFRJQL]HG� SHQVLRQ� H[SHQVH� RI�
��������������IRU�HPSOR\HU�FRQWULEXWLRQV�� �'XULQJ�WKH�\HDU�HQGHG�-XQH�����������FRQWULEXWLRQV�
WRWDOLQJ���������������ZHUH�PDGH�E\�HPSOR\HHV�SDUWLFLSDWLQJ�LQ�WKH�����N��SODQ��DQG�WKH�XQLYHUVLW\�
UHFRJQL]HG�SHQVLRQ�H[SHQVH�RI���������������IRU�HPSOR\HU�FRQWULEXWLRQV���
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1RWH������2WKHU�3RVWHPSOR\PHQW�%HQHILWV��

&ORVHG�6WDWH�(PSOR\HH�*URXS�23(%�3ODQ

*HQHUDO�LQIRUPDWLRQ�DERXW�WKH�23(%�SODQ

3ODQ�GHVFULSWLRQ�±�(PSOR\HHV�RI�WKH�XQLYHUVLW\��ZKR�ZHUH�KLUHG�SULRU�WR�-XO\����������DQG�FKRRVH�
FRYHUDJH�� DUH� SURYLGHG�ZLWK� SUH���� UHWLUHH� KHDOWK� LQVXUDQFH� EHQHILWV� WKURXJK� WKH� &ORVHG� 6WDWH�
(PSOR\HH�*URXS�23(%�3ODQ��(*23��DGPLQLVWHUHG�E\�WKH�7HQQHVVHH�'HSDUWPHQW�RI�)LQDQFH�DQG�
$GPLQLVWUDWLRQ���7KLV�SODQ�LV�FRQVLGHUHG�WR�EH�D�VLQJOH�HPSOR\HU�GHILQHG�EHQHILW�SODQ�WKDW�LV�XVHG�
WR� SURYLGH� SRVWHPSOR\PHQW� EHQHILWV� RWKHU� WKDQ� SHQVLRQV� �23(%��� � 7KLV� SODQ� LV� FORVHG� WR� WKH�
HPSOR\HHV�RI�DOO�SDUWLFLSDWLQJ�HPSOR\HUV�WKDW�ZHUH�KLUHG�RQ�RU�DIWHU�-XO\�����������7KH�HPSOR\HUV�
SDUWLFLSDWLQJ� LQ� WKLV� SODQ� LQFOXGH� WKH�6WDWH� RI�7HQQHVVHH� �SULPDU\� JRYHUQPHQW��� WKH�7HQQHVVHH�
6WXGHQW�$VVLVWDQFH�&RUSRUDWLRQ��WKH�7HQQHVVHH�+RXVLQJ�'HYHORSPHQW�$JHQF\��WKH�8QLYHUVLW\�RI�
7HQQHVVHH��DQG�WKH�LQVWLWXWLRQV�WKDW�PDNH�XS�WKH�6WDWH�8QLYHUVLW\�DQG�&RPPXQLW\�&ROOHJH�6\VWHP���

%HQHILWV�SURYLGHG�±�7KH�(*23�LV�RIIHUHG�WR�SURYLGH�KHDOWK�LQVXUDQFH�FRYHUDJH�WR�HOLJLEOH�UHWLUHG�
DQG� GLVDEOHG� SDUWLFLSDQWV� DQG� LV� WKH� RQO\� SRVWHPSOR\PHQW� EHQHILW� SURYLGHG� WR� HOLJLEOH� SUH����
SDUWLFLSDQWV���%HQHILWV�DUH�HVWDEOLVKHG�DQG�DPHQGHG�E\�DQ�LQVXUDQFH�FRPPLWWHH�FUHDWHG�E\�7LWOH����
&KDSWHU�����6HFWLRQ������7HQQHVVHH�&RGH�$QQRWDWHG���$OO�UHWLUHHV�DQG�GLVDEOHG�HPSOR\HHV�RI�WKH�
SULPDU\�JRYHUQPHQW�DQG�FHUWDLQ�FRPSRQHQW�XQLWV��ZKR�DUH�HOLJLEOH�DQG�FKRRVH�FRYHUDJH��DQG�ZKR�
KDYH�QRW�\HW� UHDFKHG� WKH�DJH�RI����DUH�HQUROOHG� LQ� WKLV�SODQ�� �$OO�PHPEHUV�KDYH� WKH�RSWLRQ�RI�
FKRRVLQJ�EHWZHHQ�WKH�SUHPLHU�SUHIHUUHG�SURYLGHU�RUJDQL]DWLRQ��332��SODQ��WKH�VWDQGDUG�332�SODQ��
RU� WKH� ZHOOQHVV� KHDOWK� VDYLQJV� FRQVXPHU�GULYHQ� KHDOWK� SODQ� �&'+3�� IRU� KHDOWKFDUH� EHQHILWV���
5HWLUHG�SODQ�PHPEHUV�UHFHLYH�WKH�VDPH�SODQ�EHQHILWV�DV�DFWLYH�HPSOR\HHV��DW�D�EOHQGHG�SUHPLXP�
UDWH�WKDW�FRQVLGHUV�WKH�FRVW�RI�DFWLYH�HPSOR\HHV���7KLV�FUHDWHV�DQ�LPSOLFLW�VXEVLG\�IRU�WKH�UHWLUHHV���
7KH� UHWLUHHV¶� FRVW� LV� WKHQ� GLUHFWO\� VXEVLGL]HG� E\� WKH� HPSOR\HUV�� EDVHG� RQ� \HDUV� RI� VHUYLFH���
7KHUHIRUH��UHWLUHHV�ZLWK����\HDUV�RI�VHUYLFH�DUH�VXEVLGL]HG���������EXW�OHVV�WKDQ����\HDUV�������
DQG�OHVV�WKDQ����\HDUV��������'XULQJ�WKH�FXUUHQW�PHDVXUHPHQW�SHULRG��WKLV�SODQ�ZDV�IXQGHG�RQ�D�
SD\�DV�\RX�JR�EDVLV��DQG�WKHUH�ZHUH�QR�DVVHWV�DFFXPXODWLQJ�LQ�D� WUXVW� WKDW�PHHWV� WKH�FULWHULD�RI�
SDUDJUDSK���RI�*$6%�6WDWHPHQW������+RZHYHU��GXULQJ�WKH�FXUUHQW�ILVFDO�\HDU��WKH�SODQ�WUDQVLWLRQHG�
WR�D�SUHIXQGLQJ�DUUDQJHPHQW�ZKHUH�DVVHWV�ZLOO�EH�DFFXPXODWLQJ�LQ�D�TXDOLI\LQJ�WUXVW��

&RQWULEXWLRQV�±�$QQXDOO\��DQ�LQVXUDQFH�FRPPLWWHH��FUHDWHG�LQ�DFFRUGDQFH�ZLWK�7LWOH����&KDSWHU�����
6HFWLRQ������7HQQHVVHH�&RGH�$QQRWDWHG��HVWDEOLVKHV�WKH�UHTXLUHG�SD\PHQWV�WR�WKH�SODQ�E\�PHPEHU�
HPSOR\HUV�DQG�HPSOR\HHV��$FWLYH�PHPEHUV�RI�WKH�(PSOR\HH�*URXS�,QVXUDQFH�3ODQ�DQG�SUH�DJH�
���UHWLUHG�PHPEHUV�RI�WKH�(*23�SD\�WKH�VDPH�UDWH���&ODLPV�OLDELOLWLHV�RI�WKH�SODQV�DUH�SHULRGLFDOO\�
FRPSXWHG�XVLQJ�DFWXDULDO�DQG�VWDWLVWLFDO� WHFKQLTXHV� WR�HVWDEOLVK�SUHPLXP�UDWHV�� �:KLOH� WKH�SODQ�
RSHUDWHG�RQ�D�SD\�DV�\RX�JR�EDVLV��HPSOR\HUV�PDGH�WKH�PLQLPXP�UHTXLUHG�SD\PHQWV�IRU�UHWLUHH�
FRVWV���+RZHYHU��RQFH�WKH�SODQ�WUDQVLWLRQHG�WR�WKH�SUHIXQGLQJ�DUUDQJHPHQW�WKURXJK�WKH�TXDOLI\LQJ�
WUXVW�� HPSOR\HUV� EHJDQ� PDNLQJ� FRQWULEXWLRQV� WR� WKH� WUXVW� EDVHG� RQ� DQ� DFWXDULO\� GHWHUPLQHG�
FRQWULEXWLRQ�UDWH��$'&����(PSOR\HU�FRQWULEXWLRQV�E\�WKH�XQLYHUVLW\�IRU�WKH�\HDU�HQGHG�-XQH�����
������WR�WKH�(*23�ZHUH�������������ZKLFK�LV�������RI�FRYHUHG�HPSOR\HH�SD\UROO��
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7RWDO�23(%�/LDELOLW\

3URSRUWLRQDWH�VKDUH�±�7KH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�
UHODWHG�WR�WKH�(*23�ZDV��������PLOOLRQ���$W�WKH�-XQH�����������PHDVXUHPHQW�GDWH��WKH�XQLYHUVLW\¶V�
SURSRUWLRQ�RI�WKH�FROOHFWLYH�23(%�OLDELOLW\�ZDV�����������������7KH�SURSRUWLRQ�H[LVWLQJ�DW�WKH�
SULRU�PHDVXUHPHQW�GDWH�ZDV�����������������7KLV�UHVXOWHG�LQ�D�FKDQJH�LQ�SURSRUWLRQ�RI�������
EHWZHHQ�WKH�FXUUHQW�DQG�SULRU�PHDVXUHPHQW�GDWHV���7KH�XQLYHUVLW\¶V�SURSRUWLRQ�RI�WKH�FROOHFWLYH�
WRWDO�23(%�OLDELOLW\�ZDV�EDVHG�RQ�D�SURMHFWLRQ�RI�WKH�ORQJ�WHUP�VKDUH�RI�FRQWULEXWLRQV�WR�WKH�23(%�
SODQ� UHODWLYH� WR� WKH� SURMHFWHG� VKDUH� RI� FRQWULEXWLRQV� RI� DOO� SDUWLFLSDWLQJ� HPSOR\HUV�� DFWXDULDOO\�
GHWHUPLQHG���7KH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�ZDV�GHWHUPLQHG�E\�DQ�DFWXDULDO�YDOXDWLRQ�ZLWK�D�
YDOXDWLRQ�GDWH�RI�-XQH�����������DQG�D�PHDVXUHPHQW�GDWH�RI�-XQH�����������

$FWXDULDO� DVVXPSWLRQV� ±� 7KH� FROOHFWLYH� WRWDO� 23(%� OLDELOLW\� LQ� WKH� -XQH� ���� ������ DFWXDULDO�
YDOXDWLRQ� ZDV� GHWHUPLQHG� XVLQJ� WKH� IROORZLQJ� DFWXDULDO� DVVXPSWLRQV�� DSSOLHG� WR� DOO� SHULRGV�
LQFOXGHG�LQ�WKH�PHDVXUHPHQW��XQOHVV�RWKHUZLVH�VSHFLILHG��

,QIODWLRQ ������

6DODU\�LQFUHDVHV� *UDGHG� VDODU\� UDQJHV� IURP� ������ WR� ������
EDVHG�RQ�DJH��LQFOXGLQJ�LQIODWLRQ

+HDOWKFDUH�FRVW�WUHQG�UDWHV� ������ IRU� ������ GHFUHDVLQJ� DQQXDOO\� WR� DQ�
XOWLPDWH�UDWH�RI�������IRU������DQG�ODWHU�\HDUV��

5HWLUHH¶V�VKDUH�RI�EHQHILW�UHODWHG�FRVWV� 0HPEHUV� DUH� UHTXLUHG� WR� PDNH� PRQWKO\�
FRQWULEXWLRQV� LQ� RUGHU� WR� PDLQWDLQ� WKHLU�
FRYHUDJH���)RU�WKH�SXUSRVH�RI�WKLV�YDOXDWLRQ��D�
ZHLJKWHG�DYHUDJH�KDV�EHHQ�XVHG�ZLWK�ZHLJKWV�
GHULYHG� IURP� WKH� FXUUHQW� GLVWULEXWLRQ� RI�
PHPEHUV�DPRQJ�SODQV�RIIHUHG�����

8QOHVV� QRWHG� RWKHUZLVH�� WKH� DFWXDULDO� GHPRJUDSKLF� DVVXPSWLRQV� XVHG� LQ� WKH� -XQH� ���� ������
YDOXDWLRQV�ZHUH�WKH�VDPH�DV�WKRVH�HPSOR\HG�LQ�WKH�-XO\����������SHQVLRQ�DFWXDULDO�YDOXDWLRQ�RI�WKH�
7HQQHVVHH� &RQVROLGDWHG� 5HWLUHPHQW� 6\VWHP� �7&56��� � 7KHVH� DVVXPSWLRQV� ZHUH� GHYHORSHG� E\�
7&56�EDVHG�RQ�WKH�UHVXOWV�RI�DQ�DFWXDULDO�H[SHULHQFH�VWXG\�IRU�WKH�SHULRG�-XO\����������WKURXJK�
-XQH������������7KH�GHPRJUDSKLF�DVVXPSWLRQV�ZHUH�DGMXVWHG�WR�PRUH�FORVHO\�UHIOHFW�DFWXDO�DQG�
H[SHFWHG�IXWXUH�H[SHULHQFH���0RUWDOLW\�WDEOHV�DUH�XVHG�WR�PHDVXUH�WKH�SUREDELOLWLHV�RI�SDUWLFLSDQWV�
G\LQJ�EHIRUH�DQG�DIWHU�UHWLUHPHQW���7KH�PRUWDOLW\�UDWHV�HPSOR\HG�LQ�WKLV�YDOXDWLRQ�DUH�WDNHQ�IURP�
WKH�53������+HDOWK\�3DUWLFLSDQW�0RUWDOLW\�7DEOH�IRU�$QQXLWDQWV�IRU�QRQ�GLVDEOHG�SRVW�UHWLUHPHQW�
PRUWDOLW\��ZLWK�PRUWDOLW\�LPSURYHPHQW�SURMHFWHG�WR�DOO�IXWXUH�\HDUV�XVLQJ�6FDOH�03��������3RVW�
UHWLUHPHQW�WDEOHV�DUH�%OXH�&ROODU�DQG�DGMXVWHG�ZLWK�D����ORDG�IRU�PDOHV�DQG�D�����ORDG�IRU�IHPDOHV���
0RUWDOLW\�UDWHV�IRU�LPSDLUHG�OLYHV�DUH�WKH�VDPH�DV�WKRVH�XVHG�E\�7&56�DQG�DUH�WDNHQ�IURP�D�JHQGHU�
GLVWLQFW�WDEOH�SXEOLVKHG�LQ�WKH�,56�5XOLQJ������IRU�GLVDEOHG�OLYHV�ZLWK�D�����ORDG��
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'LVFRXQW�UDWH�±�7KH�GLVFRXQW�UDWH�XVHG�WR�PHDVXUH�WKH�WRWDO�23(%�OLDELOLW\�ZDV���������7KLV�UDWH�
UHIOHFWV�WKH�LQWHUHVW�UDWH�GHULYHG�IURP�\LHOGV�RQ����\HDU��WD[�H[HPSW�JHQHUDO�REOLJDWLRQ�PXQLFLSDO�
ERQGV��SUHYDLOLQJ�RQ� WKH�PHDVXUHPHQW�GDWH��ZLWK�DQ�DYHUDJH� UDWLQJ�RI�$$�$D�DV�VKRZQ�RQ� WKH�
)LGHOLW\����<HDU�0XQLFLSDO�*2�$$�LQGH[��

&KDQJHV�LQ�DVVXPSWLRQV�±�7KH�GLVFRXQW�UDWH�ZDV�FKDQJHG�IURP�������DV�RI�WKH�EHJLQQLQJ�RI�WKH�
PHDVXUHPHQW�SHULRG�WR�������DV�RI�-XQH������������7KLV�FKDQJH�LQ�DVVXPSWLRQ�GHFUHDVHG�WKH�WRWDO�
23(%�OLDELOLW\���$GGLWLRQDOO\��WKH�QHDU�WHUP�KHDOWKFDUH�FRVW�WUHQG�UDWHV�ZHUH�FKDQJHG�IURP�������
������DQG������IRU�SODQ�\HDUV�������������DQG�������UHVSHFWLYHO\��WR���������������DQG��������
UHVSHFWLYHO\���)XUWKHUPRUH��WKH�DVVXPHG�LQLWLDO�SHU�FDSLWD�FRVWV�DQG�SUHPLXP�DPRXQWV�ZHUH�UHYLVHG�
WR�UHIOHFW�UDWHV�DGRSWHG�IRU�WKH������SODQ�\HDU���7KHVH�WZR�FKDQJHV�LQ�DVVXPSWLRQV�LQFUHDVHG�WKH�
WRWDO�23(%�OLDELOLW\����

6LJQLILFDQW�FKDQJHV�VXEVHTXHQW� WR� WKH�PHDVXUHPHQW�GDWH�±�'XULQJ� ILVFDO�\HDU������� WKH�(*23�
WUDQVLWLRQHG�IURP�D�SD\�DV�\RX�JR�IXQGLQJ�DUUDQJHPHQW�WR�D�SUHIXQGHG�DUUDQJHPHQW�ZKHUH�DVVHWV�
ZRXOG�EH�GHSRVLWHG�DQG�DFFXPXODWHG�LQ�D�TXDOLI\LQJ�WUXVW��DQG�EHQHILWV�ZRXOG�EH�SDLG�GLUHFWO\�IURP�
WKH�WUXVW�DVVHWV���,Q�WKH�ILUVW�\HDU�RI�WKLV�DUUDQJHPHQW��SDUWLFLSDWLQJ�HPSOR\HUV�PDGH�HVWLPDWHG�WRWDO�
FRQWULEXWLRQV� WR� WKH� WUXVW�RI��������PLOOLRQ�� �7KH� WUXVW�KDG�DQ�HVWLPDWHG�QHW�SRVLWLRQ�RI��������
PLOOLRQ� DW� -XQH� ���� ������ � 7KHVH� SODQ� DVVHWV� ZLOO� VLJQLILFDQWO\� UHGXFH� WKH� QHW� 23(%� OLDELOLW\�
UHFRUGHG�E\�HPSOR\HUV�IRU�WKH�\HDU�HQGHG�-XQH����������

6HQVLWLYLW\� RI� WKH� SURSRUWLRQDWH� VKDUH� RI� WKH� FROOHFWLYH� WRWDO� 23(%� OLDELOLW\� WR� FKDQJHV� LQ� WKH�
GLVFRXQW�UDWH�±�7KH�IROORZLQJ�SUHVHQWV�WKH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�
23(%�OLDELOLW\�RI�WKH�(*23��DV�ZHOO�DV�ZKDW�WKH�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�
OLDELOLW\�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�GLVFRXQW�UDWH�WKDW�LV���SHUFHQWDJH�SRLQW�ORZHU���������
RU���SHUFHQWDJH�SRLQW�KLJKHU���������WKDQ�WKH�FXUUHQW�UDWH��H[SUHVVHG�LQ�WKRXVDQGV���

���'HFUHDVH�
��������

&XUUHQW�
'LVFRXQW�5DWH�

��������
���,QFUHDVH�
��������

8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH��
����FROOHFWLYH�WRWDO�23(%�OLDELOLW\� �������� �������� ��������

6HQVLWLYLW\�RI�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�WR�FKDQJHV�LQ�WKH�KHDOWKFDUH�
FRVW�WUHQG�UDWH�±�7KH�IROORZLQJ�SUHVHQWV�WKH�XQLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�
23(%�OLDELOLW\�RI�WKH�(*23��DV�ZHOO�DV�ZKDW�WKH�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�
OLDELOLW\�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�KHDOWKFDUH�FRVW�WUHQG�UDWH�WKDW�LV���SHUFHQWDJH�SRLQW�
ORZHU��������GHFUHDVLQJ�WR��������RU���SHUFHQWDJH�SRLQW�KLJKHU��������GHFUHDVLQJ�WR��������WKDQ�
WKH�FXUUHQW�UDWH��H[SUHVVHG�LQ�WKRXVDQGV���
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���'HFUHDVH�
�������

GHFUHDVLQJ�WR�
�������

+HDOWKFDUH�&RVW�
7UHQG�5DWHV�
�������

GHFUHDVLQJ�WR�
�������

���,QFUHDVH�
�������

GHFUHDVLQJ�WR�
�������

8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH��
����FROOHFWLYH�WRWDO�23(%�OLDELOLW\� �������� �������� ��������

23(%�([SHQVH�DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�DQG�'HIHUUHG�,QIORZV�RI�5HVRXUFHV�5HODWHG�
WR�23(%

23(%�H[SHQVH�±�)RU�WKH�\HDU�HQGHG�-XQH�����������WKH�XQLYHUVLW\�UHFRJQL]HG�23(%�H[SHQVH�RI�
������������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�±�)RU�WKH�\HDU�HQGHG�-XQH�����
������ WKH�XQLYHUVLW\� UHSRUWHG�GHIHUUHG�RXWIORZV�RI� UHVRXUFHV�DQG�GHIHUUHG� LQIORZV�RI� UHVRXUFHV�
UHODWHG�WR�23(%�SDLG�E\�WKH�(*23�IURP�WKH�IROORZLQJ�VRXUFHV��

'HIHUUHG�2XWIORZV�
RI�5HVRXUFHV�

'HIHUUHG�,QIORZV�
RI�5HVRXUFHV�

'LIIHUHQFH�EHWZHHQ�DFWXDO�DQG�H[SHFWHG����
H[SHULHQFH� � ������������������ � ������������

&KDQJHV�LQ�DVVXPSWLRQV� � ���������� � ��������
&KDQJHV�LQ�SURSRUWLRQ�DQG�GLIIHUHQFHV�EHWZHHQ�
EHQHILWV�SDLG�DQG�SURSRUWLRQDWH�VKDUH�RI�
EHQHILWV�SDLG� � ���������� � ��

&RQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW� � � � �
GDWH� ���������� �����

7RWDO� ����������� ������������

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV��UHVXOWLQJ�IURP�WKH�XQLYHUVLW\¶V�HPSOR\HU�FRQWULEXWLRQV�RI������������
VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH��ZLOO�EH�UHFRJQL]HG�DV�D�GHFUHDVH�LQ�WRWDO�23(%�OLDELOLW\�LQ�WKH�
\HDU�HQGLQJ�-XQH������������2WKHU�DPRXQWV�UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�
LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�23(%�ZLOO�EH�UHFRJQL]HG�LQ�23(%�H[SHQVH�DV�IROORZV��

<HDU�(QGHG�-XQH����
����� ���������
����� ���������
����� ���������
����� ���������
����� ���������

7KHUHDIWHU ���������
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,Q�WKH�WDEOHV�DERYH��SRVLWLYH�DPRXQWV�ZLOO�LQFUHDVH�23(%�H[SHQVH��ZKLOH�QHJDWLYH�DPRXQWV�ZLOO�
GHFUHDVH�23(%�H[SHQVH��

&ORVHG�7HQQHVVHH�23(%�3ODQ�

*HQHUDO�,QIRUPDWLRQ�$ERXW�WKH�23(%�3ODQ

3ODQ�GHVFULSWLRQ�±�(PSOR\HHV�RI�WKH�XQLYHUVLW\��ZKR�ZHUH�KLUHG�SULRU�WR�-XO\����������DQG�FKRRVH�
FRYHUDJH��DUH�SURYLGHG�ZLWK�SRVW����UHWLUHH�KHDOWK�LQVXUDQFH�EHQHILWV�WKURXJK�WKH�&ORVHG�7HQQHVVHH�
23(%�3ODQ� �713�� DGPLQLVWHUHG�E\� WKH�7HQQHVVHH�'HSDUWPHQW�RI�)LQDQFH� DQG�$GPLQLVWUDWLRQ���
7KLV�SODQ� LV� FRQVLGHUHG� WR�EH� D�PXOWLSOH�HPSOR\HU�GHILQHG�EHQHILW� SODQ� WKDW� LV� XVHG� WR�SURYLGH�
SRVWHPSOR\PHQW�EHQHILWV�RWKHU�WKDQ�SHQVLRQV��23(%��� �+RZHYHU��IRU�DFFRXQWLQJ�SXUSRVHV�� WKLV�
SODQ� ZLOO� EH� WUHDWHG� DV� D� VLQJOH�HPSOR\HU� SODQ�� � 7KLV� SODQ� LV� FORVHG� WR� WKH� HPSOR\HHV� RI� DOO�
SDUWLFLSDWLQJ�HPSOR\HUV�WKDW�ZHUH�KLUHG�RQ�RU�DIWHU�-XO\�����������7KH�6WDWH�RI�7HQQHVVHH��SULPDU\�
JRYHUQPHQW��DV�ZHOO�DV� WKH�7HQQHVVHH�6WXGHQW�$VVLVWDQFH�&RUSRUDWLRQ�� WKH�7HQQHVVHH�+RXVLQJ�
'HYHORSPHQW�$JHQF\�� WKH�8QLYHUVLW\�RI�7HQQHVVHH��DQG�WKH�RWKHU� LQVWLWXWLRQV� WKDW�PDNH�XS�WKH�
6WDWH�8QLYHUVLW\�DQG�&RPPXQLW\�&ROOHJH�6\VWHP�DOVR�SDUWLFLSDWH�LQ�WKLV�SODQ���7KLV�SODQ�DOVR�VHUYHV�
HOLJLEOH�SRVW���� UHWLUHHV�RI� HPSOR\HUV�ZKR�SDUWLFLSDWH� LQ� WKH� VWDWH�DGPLQLVWHUHG�7HDFKHU�*URXS�
,QVXUDQFH�DQG�/RFDO�*RYHUQPHQW�,QVXUDQFH�3ODQV��

%HQHILWV�SURYLGHG�±�7KH�713�LV�RIIHUHG�WR�KHOS�ILOO�PRVW�RI�WKH�FRYHUDJH�JDSV�FUHDWHG�E\�0HGLFDUH�
DQG�LV�WKH�RQO\�SRVWHPSOR\PHQW�EHQHILW�SURYLGHG�WR�HOLJLEOH�SRVW����UHWLUHG�DQG�GLVDEOHG�HPSOR\HHV�
RI�SDUWLFLSDWLQJ�HPSOR\HUV�� �7KLV�SODQ�GRHV�QRW� LQFOXGH�SKDUPDF\�� � ,Q�DFFRUGDQFH�ZLWK�7LWOH����
&KDSWHU�����6HFWLRQ������7HQQHVVHH�&RGH�$QQRWDWHG�� EHQHILWV� DUH�HVWDEOLVKHG�DQG�DPHQGHG�E\�
FRRSHUDWLRQ�RI�LQVXUDQFH�FRPPLWWHHV�FUHDWHG�E\�6HFWLRQV����������������DQG�����7HQQHVVHH�&RGH�
$QQRWDWHG�� � 5HWLUHHV� DQG� GLVDEOHG� HPSOR\HHV� RI� WKH� VWDWH�� FRPSRQHQW� XQLWV�� ORFDO� HGXFDWLRQ�
DJHQFLHV��DQG�FHUWDLQ�ORFDO�JRYHUQPHQWV�ZKR�KDYH�UHDFKHG�WKH�DJH�RI�����DUH�0HGLFDUH�HOLJLEOH��
DQG�DOVR�UHFHLYH�D�EHQHILW�IURP�WKH�7HQQHVVHH�&RQVROLGDWHG�5HWLUHPHQW�6\VWHP�PD\�SDUWLFLSDWH�LQ�
WKLV�SODQ�� �$OO�SODQ�PHPEHUV�UHFHLYH�WKH�VDPH�SODQ�EHQHILWV�DW� WKH�VDPH�SUHPLXP�UDWHV�� �0DQ\�
UHWLUHHV� UHFHLYH� GLUHFW� VXEVLGLHV� WRZDUG� WKHLU� SUHPLXP� FRVW�� KRZHYHU�� SDUWLFLSDWLQJ� HPSOR\HUV�
GHWHUPLQH�WKHLU�RZQ�SROLF\�LQ�WKLV�UHJDUG���7KH�SULPDU\�JRYHUQPHQW�FRQWULEXWHV�WR�WKH�SUHPLXPV�
RI�FRPSRQHQW�XQLW�UHWLUHHV�EDVHG�RQ�\HDUV�RI�VHUYLFH��7KHUHIRUH��UHWLUHHV�ZLWK����\HDUV�RI�VHUYLFH�
UHFHLYH�����SHU�PRQWK�����EXW�OHVV�WKDQ����\HDUV����������DQG����EXW�OHVV�WKDQ����\HDUV��������7KH�
XQLYHUVLW\�GRHV�QRW�SURYLGH�DQ\�VXEVLGLHV�IRU�UHWLUHHV�LQ�WKH�713���7KH�SULPDU\�JRYHUQPHQW�SDLG�
������������IRU�23(%�DV�WKH�EHQHILWV�FDPH�GXH�GXULQJ�WKH�UHSRUWLQJ�SHULRG���7KLV�SODQ�LV�IXQGHG�
RQ�D�SD\�DV�\RX�JR�EDVLV��DQG�WKHUH�DUH�QR�DVVHWV�DFFXPXODWLQJ�LQ�D�WUXVW�WKDW�PHHWV�WKH�FULWHULD�RI�
SDUDJUDSK���RI�*$6%�6WDWHPHQW�����

,Q�DFFRUGDQFH�ZLWK�7LWOH����&KDSWHU�����3DUW������7HQQHVVHH�&RGH�$QQRWDWHG��WKH�VWDWH�LQVXUDQFH�
FRPPLWWHHV�HVWDEOLVKHG�E\�6HFWLRQV����������������DQG������7HQQHVVHH�&RGH�$QQRWDWHG��GHWHUPLQH�
WKH�UHTXLUHG�SD\PHQWV�WR�WKH�SODQ�E\�PHPEHU�HPSOR\HUV�DQG�HPSOR\HHV��&ODLPV�OLDELOLWLHV�RI�WKH�
SODQ� DUH� SHULRGLFDOO\� FRPSXWHG� XVLQJ� DFWXDULDO� DQG� VWDWLVWLFDO� WHFKQLTXHV� WR� HVWDEOLVK� SUHPLXP�
UDWHV���$GPLQLVWUDWLYH�FRVWV�DUH�DOORFDWHG�WR�SODQ�SDUWLFLSDQWV�����

Audit Committee 
April 24, 2020

101



1RWHV�WR�WKH�)LQDQFLDO�6WDWHPHQWV��&RQWLQXHG��

���

7RWDO�23(%�/LDELOLW\�DQG�23(%�([SHQVH

3URSRUWLRQDWH�VKDUH�±�7KH�SULPDU\�JRYHUQPHQW�LV�HQWLUHO\�UHVSRQVLEOH�IRU�WKH�713�23(%�OLDELOLW\�
DVVRFLDWHG�ZLWK�WKH�XQLYHUVLW\¶V�HPSOR\HHV���7KH�SULPDU\�JRYHUQPHQW¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�
WRWDO� 23(%� OLDELOLW\� DVVRFLDWHG� ZLWK� WKH� XQLYHUVLW\� ZDV� ������������ � $W� WKH� -XQH� ���� ������
PHDVXUHPHQW� GDWH�� WKH� SURSRUWLRQ� RI� WKH� FROOHFWLYH� WRWDO� 23(%� OLDELOLW\� DVVRFLDWHG� ZLWK� WKH�
XQLYHUVLW\�ZDV�������������7KH�SURSRUWLRQ�RI�WKH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�DVVRFLDWHG�ZLWK�
WKH�XQLYHUVLW\�ZDV�EDVHG�RQ�D�SURMHFWLRQ�RI�WKH�ORQJ�WHUP�VKDUH�RI�FRQWULEXWLRQV�WR�WKH�23(%�SODQ�
UHODWLYH� WR� WKH� SURMHFWHG� VKDUH� RI� FRQWULEXWLRQV� RI� DOO� SDUWLFLSDWLQJ� HPSOR\HUV�� DFWXDULDOO\�
GHWHUPLQHG���7KHUH�KDV�EHHQ�QR�FKDQJH�LQ�WKH�XQLYHUVLW\¶V�SURSRUWLRQ�VLQFH�WKH�SULRU�PHDVXUHPHQW�
GDWH���7KH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\�ZDV�GHWHUPLQHG�E\�DQ�DFWXDULDO�YDOXDWLRQ�ZLWK�D�YDOXDWLRQ�
GDWH�RI�-XQH�����������DQG�PHDVXUHPHQW�GDWH�RI�-XQH�����������

$FWXDULDO�DVVXPSWLRQV�±�7KH�WRWDO�23(%�OLDELOLW\� LQ� WKH�-XQH�����������DFWXDULDO�YDOXDWLRQ�ZDV�
GHWHUPLQHG� XVLQJ� WKH� IROORZLQJ� DFWXDULDO� DVVXPSWLRQV�� DSSOLHG� WR� DOO� SHULRGV� LQFOXGHG� LQ� WKH�
PHDVXUHPHQW��XQOHVV�RWKHUZLVH�VSHFLILHG��

,QIODWLRQ ������

6DODU\�LQFUHDVHV� *UDGHG� VDODU\� UDQJHV� IURP� ������ WR� ������
EDVHG�RQ�DJH��LQFOXGLQJ�LQIODWLRQ

+HDOWKFDUH�FRVW�WUHQG�UDWHV� 7KH�SUHPLXP�VXEVLGLHV�SURYLGHG�WR�UHWLUHHV�LQ�
WKH�&ORVHG�7HQQHVVHH�23(%�3ODQ�DUH�DVVXPHG�
WR�UHPDLQ�XQFKDQJHG�IRU�WKH�HQWLUH�SURMHFWLRQ��
WKHUHIRUH��WUHQG�UDWHV�DUH�QRW�DSSOLFDEOH��

8QOHVV� QRWHG� RWKHUZLVH�� WKH� DFWXDULDO� GHPRJUDSKLF� DVVXPSWLRQV� XVHG� LQ� WKH� -XQH� ���� ������
YDOXDWLRQV�ZHUH�WKH�VDPH�DV�WKRVH�HPSOR\HG�LQ�WKH�-XO\����������3HQVLRQ�$FWXDULDO�9DOXDWLRQ�RI�
WKH�7HQQHVVHH�&RQVROLGDWHG�5HWLUHPHQW�6\VWHP��7&56����7KHVH�DVVXPSWLRQV�ZHUH�GHYHORSHG�E\�
7&56�EDVHG�RQ�WKH�UHVXOWV�RI�DQ�DFWXDULDO�H[SHULHQFH�VWXG\�IRU�WKH�SHULRG�-XO\����������WKURXJK�
-XQH������������7KH�GHPRJUDSKLF�DVVXPSWLRQV�ZHUH�DGMXVWHG�WR�PRUH�FORVHO\�UHIOHFW�DFWXDO�DQG�
H[SHFWHG�IXWXUH�H[SHULHQFH���0RUWDOLW\�WDEOHV�DUH�XVHG�WR�PHDVXUH�WKH�SUREDELOLWLHV�RI�SDUWLFLSDQWV�
G\LQJ�EHIRUH�DQG�DIWHU�UHWLUHPHQW���7KH�PRUWDOLW\�UDWHV�HPSOR\HG�LQ�WKLV�YDOXDWLRQ�DUH�WDNHQ�IURP�
WKH�53������+HDOWK\�3DUWLFLSDQW�0RUWDOLW\�7DEOH�IRU�$QQXLWDQWV�IRU�QRQ�GLVDEOHG�SRVW�UHWLUHPHQW�
PRUWDOLW\��ZLWK�PRUWDOLW\�LPSURYHPHQW�SURMHFWHG�WR�DOO�IXWXUH�\HDUV�XVLQJ�6FDOH�03�������3RVW�
UHWLUHPHQW�WDEOHV�DUH�%OXH�&ROODU�DQG�DGMXVWHG�ZLWK�D����ORDG�IRU�PDOHV�DQG�D�����ORDG�IRU�IHPDOHV���
0RUWDOLW\�UDWHV�IRU�LPSDLUHG�OLYHV�DUH�WKH�VDPH�DV�WKRVH�XVHG�E\�7&56�DQG�DUH�WDNHQ�IURP�D�JHQGHU�
GLVWLQFW�WDEOH�SXEOLVKHG�LQ�WKH�,56�5XOLQJ������IRU�GLVDEOHG�OLYHV�ZLWK�D�����ORDG��

'LVFRXQW�UDWH�±�7KH�GLVFRXQW�UDWH�XVHG�WR�PHDVXUH�WKH�WRWDO�23(%�OLDELOLW\�ZDV���������7KLV�UDWH�
UHIOHFWV�WKH�LQWHUHVW�UDWH�GHULYHG�IURP�\LHOGV�RQ����\HDU��WD[�H[HPSW�JHQHUDO�REOLJDWLRQ�PXQLFLSDO�
ERQGV��SUHYDLOLQJ�RQ� WKH�PHDVXUHPHQW�GDWH��ZLWK�DQ�DYHUDJH� UDWLQJ�RI�$$�$D�DV�VKRZQ�RQ� WKH�
)LGHOLW\����<HDU�0XQLFLSDO�*2�$$�LQGH[��
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&KDQJHV�LQ�DVVXPSWLRQV�±�7KH�GLVFRXQW�UDWH�ZDV�FKDQJHG�IURP�������DV�RI�WKH�EHJLQQLQJ�RI�WKH�
PHDVXUHPHQW�SHULRG�WR�������DV�RI�-XQH������������7KLV�FKDQJH�LQ�DVVXPSWLRQ�GHFUHDVHG�WKH�WRWDO�
23(%�OLDELOLW\��

6HQVLWLYLW\� RI� WKH� SURSRUWLRQDWH� VKDUH� RI� WKH� FROOHFWLYH� WRWDO� 23(%� OLDELOLW\� WR� FKDQJHV� LQ� WKH�
GLVFRXQW� UDWH� ±� 7KH� IROORZLQJ� SUHVHQWV� WKH� SULPDU\� JRYHUQPHQW¶V� SURSRUWLRQDWH� VKDUH� RI� WKH�
XQLYHUVLW\¶V�UHODWHG�FROOHFWLYH�WRWDO�23(%�OLDELOLW\��DV�ZHOO�DV�ZKDW�WKH�SURSRUWLRQDWH�VKDUH�RI�WKH�
FROOHFWLYH� WRWDO� 23(%� OLDELOLW\� ZRXOG� EH� LI� LW� ZHUH� FDOFXODWHG� XVLQJ� D� GLVFRXQW� UDWH� WKDW� LV� ��
SHUFHQWDJH�SRLQW�ORZHU���������RU���SHUFHQWDJH�SRLQW�KLJKHU���������WKDQ�WKH�FXUUHQW�UDWH���7KH�
XQLYHUVLW\�GRHV�QRW�UHSRUW�D�SURSRUWLRQDWH�VKDUH�RI�WKH�23(%�OLDELOLW\�IRU�HPSOR\HHV�LQ�WKH�713��

���'HFUHDVH�
��������

&XUUHQW�
'LVFRXQW�5DWH�

��������
���,QFUHDVH�
��������

3ULPDU\�JRYHUQPHQW¶V�SURSRUWLRQDWH�
VKDUH�RI�WKH�FROOHFWLYH�WRWDO�23(%�
OLDELOLW\� ����������� ����������� �����������

23(%�H[SHQVH�±�)RU�WKH�\HDU�HQGHG�-XQH�����������WKH�SULPDU\�JRYHUQPHQW�UHFRJQL]HG�23(%�
H[SHQVH�RI����������IRU�HPSOR\HHV�RI�WKH�XQLYHUVLW\�SDUWLFLSDWLQJ�LQ�WKH�713��

7RWDO�23(%�([SHQVH�

7KH�WRWDO�23(%�H[SHQVH�IRU�WKH�\HDU�HQGHG�-XQH�����������ZDV�������������ZKLFK�FRQVLVWHG�RI�
23(%�H[SHQVH�RI������������IRU�WKH�(*23�DQG����������SDLG�E\�WKH�SULPDU\�JRYHUQPHQW�IRU�WKH�
713��

1RWH������5HYHQXHV�

$�VXPPDU\�RI�DGMXVWPHQWV�DQG�DOORZDQFHV�E\�UHYHQXH�FODVVLILFDWLRQ�LV�SUHVHQWHG�DV�IROORZV��
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5HYHQXH��
6RXUFH�

*URVV��
5HYHQXH�

/HVV��
6FKRODUVKLS�
$OORZDQFHV�

/HVV�
8QFROOHFWLEOH�

'HEW�
$GMXVWPHQWV�

1HW��
5HYHQXH�

7XLWLRQ�DQG�IHHV� ���������������� ��������������� �������������� ���������������
1RQJRYHUQPHQWDO��
����JUDQWV�DQG��
����FRQWUDFWV� �������������� �� ������������� ��������������
6DOHV�DQG�VHUYLFHV�RI�
����HGXFDWLRQDO��
����DFWLYLWLHV� �������������� �� ����������� ��������������
6DOHV�DQG�VHUYLFHV�RI�
����RWKHU�DFWLYLWLHV� �������������� �� ��������� ��������������
5HVLGHQWLDO�OLIH� �������������� ����������� ������������ ��������������
)RRG�VHUYLFH� ������������� �� ���������� �������������
2WKHU�DX[LOLDULHV� ������������� �� ��������� �������������

7RWDO� ���������������� ��������������� ������������� ����������������

1RWH������&KDLUV�RI�([FHOOHQFH�

7KH�XQLYHUVLW\�KDG����������������RQ�GHSRVLW�DW�-XQH�����������ZLWK�WKH�6WDWH�7UHDVXUHU�IRU�LWV�&KDLUV�
RI�([FHOOHQFH�SURJUDP���7KHVH�IXQGV�DUH�KHOG�LQ�WUXVW�E\�WKH�VWDWH�DQG�DUH�QRW�LQFOXGHG�LQ�WKH�ILQDQFLDO�
VWDWHPHQWV����

1RWH������,QVXUDQFH�UHODWHG�$FWLYLWLHV�

,W�LV�WKH�SROLF\�RI�WKH�VWDWH�QRW�WR�SXUFKDVH�FRPPHUFLDO�LQVXUDQFH�IRU�WKH�ULVNV�DVVRFLDWHG�ZLWK�FDVXDOW\�
ORVVHV� IRU� JHQHUDO� OLDELOLW\�� DXWRPRELOH� OLDELOLW\�� PHGLFDO� PDOSUDFWLFH� OLDELOLW\�� DQG� ZRUNHUV¶�
FRPSHQVDWLRQ�� � %\� VWDWXWH�� WKH�PD[LPXP� OLDELOLW\� IRU� JHQHUDO� OLDELOLW\�� DXWRPRELOH� OLDELOLW\�� DQG�
PHGLFDO�PDOSUDFWLFH�OLDELOLW\� LV����������SHU�SHUVRQ�DQG������������SHU�RFFXUUHQFH�� �7KH�VWDWH¶V�
PDQDJHPHQW�EHOLHYHV�LW�LV�PRUH�HFRQRPLFDO�WR�PDQDJH�WKHVH�ULVNV�LQWHUQDOO\�DQG�VHW�DVLGH�DVVHWV�IRU�
FODLP�VHWWOHPHQW�LQ�LWV�LQWHUQDO�VHUYLFH�IXQG��WKH�5LVN�0DQDJHPHQW�)XQG��50)����7KH�VWDWH�SXUFKDVHV�
FRPPHUFLDO� LQVXUDQFH� IRU� UHDO� SURSHUW\�� FULPH� DQG� ILGHOLW\� FRYHUDJH� RQ� WKH� VWDWH¶V� RIILFLDOV� DQG�
HPSOR\HHV��DQG�F\EHU�OLDELOLW\�FRYHUDJH�� �)RU�SURSHUW\�FRYHUDJH��WKH�GHGXFWLEOH�IRU�DQ�LQGLYLGXDO�
VWDWH�DJHQF\�LV�WKH�ILUVW���������RI�ORVVHV���7KH�50)�LV�UHVSRQVLEOH�IRU�SURSHUW\�ORVVHV�IRU�WKH�DQQXDO�
DJJUHJDWH�GHGXFWLEOH�RI������PLOOLRQ�IRU�SHULOV�RWKHU�WKDQ�HDUWKTXDNH�DQG�IORRG���3XUFKDVHG�LQVXUDQFH�
FRYHUDJH� LV� UHVSRQVLEOH� IRU� ORVVHV� H[FHHGLQJ� WKH� �����PLOOLRQ� DQQXDO� DJJUHJDWH� GHGXFWLEOH�� � )RU�
HDUWKTXDNH�DQG�IORRG��WKHUH�LV�D�GHGXFWLEOH�RI�����PLOOLRQ�SHU�RFFXUUHQFH���7KH�PD[LPXP�LQVXUDQFH�
FRYHUDJH�LV������PLOOLRQ�SHU�\HDU�IRU�SHULOV�RWKHU�WKDQ�HDUWKTXDNH�DQG�IORRG���7KH�PD[LPXP�IORRG�
LQVXUDQFH�FRYHUDJH�LV�����PLOOLRQ�SHU�RFFXUUHQFH��H[FHSW�WKHUH�LV�RQO\�����PLOOLRQ�RI�FRYHUDJH�LQ�
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IORRG�]RQHV�$�DQG�9���7KH�PD[LPXP�HDUWKTXDNH�LQVXUDQFH�FRYHUDJH�LV�����PLOOLRQ�SHU�RFFXUUHQFH���
7KH�DPRXQWV�RI�VHWWOHPHQWV�KDYH�QRW�H[FHHGHG�LQVXUDQFH�FRYHUDJH�IRU�HDFK�RI�WKH�WKUHH�SDVW�ILVFDO�
\HDUV��

7KH�XQLYHUVLW\�SDUWLFLSDWHV�LQ�WKH�50)���7KH�IXQG�DOORFDWHV�WKH�FRVW�RI�SURYLGLQJ�FODLPV�VHUYLFLQJ�
DQG� FODLPV� SD\PHQW� E\� FKDUJLQJ� D� SUHPLXP� WR� WKH� XQLYHUVLW\� EDVHG� RQ� D� SHUFHQWDJH� RI� WKH�
XQLYHUVLW\¶V� H[SHFWHG� ORVV� FRVWV�� ZKLFK� LQFOXGH� ERWK� H[SHULHQFH� DQG� H[SRVXUHV�� � 7KLV� FKDUJH�
FRQVLGHUV�UHFHQW�WUHQGV�LQ�DFWXDO�FODLPV�H[SHULHQFH�RI�WKH�VWDWH�DV�D�ZKROH���,QIRUPDWLRQ�UHJDUGLQJ�
WKH�GHWHUPLQDWLRQ�RI�WKH�FODLPV�OLDELOLWLHV�DQG�WKH�FKDQJHV�LQ�WKH�EDODQFHV�RI�WKH�FODLPV�OLDELOLWLHV�IRU�
WKH�\HDU�HQGHG�-XQH�����������LV�SUHVHQWHG�LQ�WKH�7HQQHVVHH�&RPSUHKHQVLYH�$QQXDO�)LQDQFLDO�5HSRUW�
�&$)5����7KH�&$)5�LV�DYDLODEOH�RQ�WKH�VWDWH¶V�ZHEVLWH�DW�ZZZ�WQ�JRY�ILQDQFH�UG�GRD�ID�DFFILQ�
FDIU�KWPO���$W�-XQH�����������WKH�50)�KHOG������PLOOLRQ�LQ�FDVK�GHVLJQDWHG�IRU�SD\PHQW�RI�FODLPV��

$W�-XQH�����������WKH�VFKHGXOHG�FRYHUDJH�IRU�WKH�XQLYHUVLW\�ZDV��������������IRU�EXLOGLQJV�DQG�
�������������IRU�FRQWHQWV���

7KH�VWDWH�KDV�DOVR�VHW�DVLGH�DVVHWV�LQ�WKH�(PSOR\HH�*URXS�,QVXUDQFH�)XQG��DQ�LQWHUQDO�VHUYLFH�IXQG��
WR�SURYLGH�D�SURJUDP�RI�KHDOWK�LQVXUDQFH�FRYHUDJH�IRU�WKH�HPSOR\HHV�RI�WKH�VWDWH��ZLWK�WKH�ULVN�
UHWDLQHG�E\�WKH�VWDWH���7KH�XQLYHUVLW\�SDUWLFLSDWHV�LQ�WKH�(PSOR\HH�*URXS�,QVXUDQFH�)XQG���7KH�
IXQG�DOORFDWHV�WKH�FRVW�RI�SURYLGLQJ�FODLPV�VHUYLFLQJ�DQG�FODLPV�SD\PHQW�E\�FKDUJLQJ�D�SUHPLXP�
WR�WKH�XQLYHUVLW\�EDVHG�RQ�HVWLPDWHV�RI�WKH�XOWLPDWH�FRVW�RI�FODLPV��LQFOXGLQJ�WKH�FRVW�RI�FODLPV�WKDW�
KDYH� EHHQ� UHSRUWHG� EXW� QRW� VHWWOHG� DQG� RI� FODLPV� WKDW� KDYH� EHHQ� LQFXUUHG� EXW� QRW� UHSRUWHG���
(PSOR\HHV�DQG�SURYLGHUV�KDYH����PRQWKV�WR�ILOH�PHGLFDO�FODLPV��

1RWH������&RPPLWPHQWV�DQG�&RQWLQJHQFLHV�

6LFN�/HDYH�

7KH�XQLYHUVLW\�UHFRUGV�WKH�FRVW�RI�VLFN�OHDYH�ZKHQ�SDLG���7KH�GROODU�DPRXQW�RI�XQXVHG�VLFN�OHDYH�ZDV�
���������������DW�-XQH����������

2SHUDWLQJ�/HDVHV�

7KH�XQLYHUVLW\�KDV�HQWHUHG�LQWR�YDULRXV�RSHUDWLQJ�OHDVHV�IRU�EXLOGLQJV�DQG�HTXLSPHQW���6XFK�OHDVHV�
ZLOO� SUREDEO\� FRQWLQXH� WR� EH� UHTXLUHG�� � ([SHQVHV� XQGHU� RSHUDWLQJ� OHDVHV� IRU� UHDO� SURSHUW\�ZHUH�
������������IRU�WKH�\HDU�HQGHG�-XQH������������$OO�RSHUDWLQJ�OHDVHV�DUH�FDQFHODEOH�DW�WKH�OHVVHH¶V�
RSWLRQ��
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&RQVWUXFWLRQ�LQ�3URJUHVV�

$W�-XQH�����������RXWVWDQGLQJ�FRPPLWPHQWV�XQGHU�FRQVWUXFWLRQ�FRQWUDFWV�WRWDOHG����������������IRU�
FRQVWUXFWLRQ�DQG�UHQRYDWLRQ�SURMHFWV��RI�ZKLFK����������������ZLOO�EH�IXQGHG�E\�IXWXUH�VWDWH�FDSLWDO�
RXWOD\�DSSURSULDWLRQV��

/LWLJDWLRQ�

7KH�XQLYHUVLW\�LV�LQYROYHG�LQ�VHYHUDO�ODZVXLWV��QRQH�RI�ZKLFK�DUH�H[SHFWHG�WR�KDYH�D�PDWHULDO�HIIHFW�
RQ�WKH�DFFRPSDQ\LQJ�ILQDQFLDO�VWDWHPHQWV���

1RWH������1DWXUDO�&ODVVLILFDWLRQ�:LWK�)XQFWLRQDO�&ODVVLILFDWLRQV�

7KH�XQLYHUVLW\¶V�RSHUDWLQJ�H[SHQVHV�IRU�WKH�\HDU�HQGHG�-XQH�����������DUH�DV�IROORZV��

� 1DWXUDO�&ODVVLILFDWLRQ�

)XQFWLRQDO�
&ODVVLILFDWLRQ� 6DODULHV� %HQHILWV�

2WKHU�
2SHUDWLQJ� 6FKRODUVKLSV� 'HSUHFLDWLRQ� 7RWDO�

,QVWUXFWLRQ� ���������������� ��������������� ��������������� ��������������������������� ������������������������� ����������������
5HVHDUFK� ������������� ������������� ������������� �� �� ��������������
3XEOLF�VHUYLFH� �������������� ������������� �������������� �� �� ��������������
$FDGHPLF�VXSSRUW� �������������� ������������� ������������� �� �� ��������������
6WXGHQW�VHUYLFHV� �������������� ������������� ������������� �� �� ��������������
,QVWLWXWLRQDO�VXSSRUW� �������������� ������������� ����������� �� �� ��������������
0DLQWHQDQFH�DQG��
��RSHUDWLRQ� ������������� ������������� �������������� �� �� ��������������
6FKRODUVKLSV�DQG��
��IHOORZVKLSV� �� �� �� �������������� �� ��������������
$X[LOLDU\� ������������� ����������� �������������� �� �� ��������������
'HSUHFLDWLRQ� �� �� �� �� �������������� ��������������

7RWDO� ���������������� ��������������� ��������������� ��������������� ��������������� ����������������

1RWH������$IILOLDWHG�(QWLW\�1RW�,QFOXGHG�

7KH�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�5HVHDUFK�)RXQGDWLRQ�LV�D�SULYDWH��QRQSURILW�IRXQGDWLRQ�ZLWK�WKH�
XQLYHUVLW\�DV�WKH�VROH�EHQHILFLDU\���7KH�5HVHDUFK�)RXQGDWLRQ�LV�FRQWUROOHG�E\�D�ERDUG�LQGHSHQGHQW�RI�
WKH� XQLYHUVLW\�� � 7KH� ILQDQFLDO� UHFRUGV�� LQYHVWPHQWV�� DQG� RWKHU� ILQDQFLDO� WUDQVDFWLRQV� DUH� KDQGOHG�
H[WHUQDO�WR�WKH�XQLYHUVLW\��DQG�WKHVH�DPRXQWV�DUH�QRW�LQFOXGHG�LQ�WKH�XQLYHUVLW\¶V�ILQDQFLDO�UHSRUW���$V�
UHSRUWHG�LQ�WKH�IRXQGDWLRQ¶V�PRVW�UHFHQWO\�DXGLWHG�ILQDQFLDO�UHSRUW��DW�-XQH�����������WKH�DVVHWV�RI�WKH�
IRXQGDWLRQ�WRWDOHG�����������OLDELOLWLHV�ZHUH����������DQG�WKH�QHW�SRVLWLRQ�DPRXQWHG�WR�����������

1RWH������,QVXUDQFH�5HFRYHULHV�

7KH�XQLYHUVLW\�VXVWDLQHG�GDPDJH�WR�YDULRXV�EXLOGLQJV�RQ�FDPSXV�DQG�VRPH�RI�WKH�HTXLSPHQW�WKH\�
FRQWDLQHG�GXH�WR�VHYHUDO�XQUHODWHG�HYHQWV���7KH�LPSDLUPHQW�RI�DOO�DVVHWV�LQYROYHG�ZDV�WHPSRUDU\��DQG�
QR�LPSDLUPHQW�ORVV�ZDV�UHFRJQL]HG���$Q�LQVXUDQFH�UHFRYHU\�IRU�WKH�FDSLWDO�GDPDJH�LQ�WKH�DPRXQW�RI�
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�������ZDV�UHFRUGHG�LQ�ILVFDO�\HDU��������7KH�LQVXUDQFH�UHFRYHU\�LV�FODVVLILHG�DV�RWKHU�QRQRSHUDWLQJ�
UHYHQXH�LQ�WKH�VWDWHPHQW�RI�UHYHQXHV��H[SHQVHV��DQG�FKDQJHV�LQ�QHW�SRVLWLRQ��

1RWH������2Q�%HKDOI�3D\PHQWV�

'XULQJ�WKH�\HDU�HQGHG�-XQH�����������WKH�6WDWH�RI�7HQQHVVHH�PDGH�SD\PHQWV�RI���������������RQ�
EHKDOI�RI�WKH�XQLYHUVLW\�IRU�UHWLUHHV�SDUWLFLSDWLQJ�LQ�WKH�6WDWH�(PSOR\HH�*URXS�23(%�3ODQ�DQG�WKH�
&ORVHG�7HQQHVVHH�23(%�3ODQ��7KH�6WDWH�(PSOR\HH�*URXS�23(%�3ODQ�DQG�WKH�&ORVHG�7HQQHVVHH�
23(%�3ODQ�DUH�SRVWHPSOR\PHQW�EHQHILW�KHDOWKFDUH�SODQV�DQG�DUH�GLVFXVVHG�IXUWKHU�LQ�1RWH������7KH�
SODQV�DUH�UHSRUWHG�LQ�WKH�7HQQHVVHH�&RPSUHKHQVLYH�$QQXDO�)LQDQFLDO�5HSRUW��&$)5����7KH�&$)5�
LV�DYDLODEOH�RQ�WKH�VWDWH¶V�ZHEVLWH�DW�ZZZ�WQ�JRY�ILQDQFH�UG�GRD�ID�DFFILQ�FDIU�KWPO���

1RWH������&RPSRQHQW�8QLWV�

($67�7(11(66((�67$7(�81,9(56,7<�)281'$7,21�

7KH�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�)RXQGDWLRQ� LV�D� OHJDOO\�VHSDUDWH�� WD[�H[HPSW�RUJDQL]DWLRQ�
VXSSRUWLQJ� (DVW� 7HQQHVVHH� 6WDWH� 8QLYHUVLW\�� � 7KH� IRXQGDWLRQ� DFWV� SULPDULO\� DV� D� IXQG�UDLVLQJ�
RUJDQL]DWLRQ� WR� VXSSOHPHQW� WKH� UHVRXUFHV� WKDW� DUH� DYDLODEOH� WR� WKH� XQLYHUVLW\� LQ� VXSSRUW� RI� LWV�
SURJUDPV���7KH����PHPEHU�ERDUG�RI�WKH�IRXQGDWLRQ�LV�VHOI�SHUSHWXDWLQJ�DQG�FRQVLVWV�RI�JUDGXDWHV�
DQG�IULHQGV�RI�WKH�XQLYHUVLW\���$OWKRXJK�WKH�XQLYHUVLW\�GRHV�QRW�FRQWURO�WKH�WLPLQJ�RU�DPRXQW�RI�
UHFHLSWV� IURP�WKH� IRXQGDWLRQ�� WKH�PDMRULW\�RI� UHVRXUFHV��RU� LQFRPH� WKHUHRQ�� WKDW� WKH� IRXQGDWLRQ�
KROGV�DQG�LQYHVWV�DUH�UHVWULFWHG�WR�WKH�DFWLYLWLHV�RI� WKH�XQLYHUVLW\�E\�WKH�GRQRUV�� �%HFDXVH�WKHVH�
UHVWULFWHG�UHVRXUFHV�KHOG�E\�WKH�IRXQGDWLRQ�FDQ�RQO\�EH�XVHG�E\��RU�IRU�WKH�EHQHILW�RI��WKH�XQLYHUVLW\��
WKH�IRXQGDWLRQ�LV�FRQVLGHUHG�D�FRPSRQHQW�XQLW�RI�WKH�XQLYHUVLW\�DQG�LV�GLVFUHWHO\�SUHVHQWHG�LQ�WKH�
XQLYHUVLW\¶V�ILQDQFLDO�VWDWHPHQWV��

'XULQJ�WKH�\HDU�HQGHG�-XQH�����������WKH�IRXQGDWLRQ�PDGH�GLVWULEXWLRQV�RI���������������WR�RU�RQ�
EHKDOI� RI� WKH� XQLYHUVLW\� IRU� ERWK� UHVWULFWHG� DQG� XQUHVWULFWHG� SXUSRVHV�� � &RPSOHWH� ILQDQFLDO�
VWDWHPHQWV�IRU�WKH�IRXQGDWLRQ�FDQ�EH�REWDLQHG�IURP�'U��%�-��.LQJ��(768�&KLHI�)LQDQFLDO�2IILFHU��
3�2��%R[��������-RKQVRQ�&LW\��71��������

&DVK�DQG�&DVK�(TXLYDOHQWV�

,Q�DGGLWLRQ�WR�GHPDQG�GHSRVLWV�DQG�SHWW\�FDVK�RQ�KDQG��WKLV�FODVVLILFDWLRQ�LQFOXGHV�LQVWUXPHQWV�WKDW�
DUH�UHDGLO\�FRQYHUWLEOH�WR�NQRZQ�DPRXQWV�RI�FDVK�DQG�WKDW�KDYH�RULJLQDO�PDWXULWLHV�RI�WKUHH�PRQWKV�
RU�OHVV���$W�-XQH�����������FDVK�DQG�FDVK�HTXLYDOHQWV�FRQVLVWHG�RI�������������LQ�EDQN�DFFRXQWV��
�������������� LQ� WKH� /RFDO� *RYHUQPHQW� ,QYHVWPHQW� 3RRO� �/*,3�� DGPLQLVWHUHG� E\� WKH� 6WDWH�
7UHDVXUHU��DQG�������������LQ�FDVK�KHOG�E\�RWKHUV����

7KH�/*,3�LV�PHDVXUHG�DW�DPRUWL]HG�FRVW�DQG�LV�SDUW�RI�WKH�6WDWH�3RROHG�,QYHVWPHQW�)XQG���7KH�
IXQG¶V�UHTXLUHG�ULVNV�GLVFORVXUHV�DUH�SUHVHQWHG�LQ�WKH�6WDWH�RI�7HQQHVVHH�7UHDVXUHU¶V�5HSRUW���7KDW�
UHSRUW�LV�DYDLODEOH�DW�WKH�VWDWH¶V�ZHEVLWH�DW�ZZZ�WUHDVXU\�WQ�JRY��
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,QYHVWPHQWV�

,Q� DFFRUGDQFH� ZLWK� *$6%� 6WDWHPHQW� ���� $FFRXQWLQJ� DQG� )LQDQFLDO� 5HSRUWLQJ� IRU� &HUWDLQ�
,QYHVWPHQWV� DQG�([WHUQDO� ,QYHVWPHQW�3RROV�� DV� DPHQGHG�� LQYHVWPHQWV� DUH� UHSRUWHG� DW� IDLU� YDOXH��
LQFOXGLQJ�WKRVH�ZLWK�D�PDWXULW\�GDWH�RI�RQH�\HDU�RU�OHVV�DW�WKH�WLPH�RI�SXUFKDVH��XQOHVV�RWKHUZLVH�
QRWHG� �$OO�LQYHVWPHQWV�DUH�YDOXHG�DW�IDLU�YDOXH�H[FHSW�LQVXUDQFH�FRQWUDFWV��ZKLFK�DUH�YDOXHG�DW�FDVK�
VXUUHQGHU�YDOXH�� �7KH� IRXQGDWLRQ� LV� DXWKRUL]HG� WR� LQYHVW� IXQGV� LQ� DFFRUGDQFH�ZLWK� LWV� ERDUG� RI�
GLUHFWRUV¶�SROLFLHV��

$V�RI�-XQH�����������WKH�IRXQGDWLRQ�KDG�WKH�IROORZLQJ�LQYHVWPHQWV�DQG�PDWXULWLHV��

,QWHUHVW�5DWH�5LVN�± ,QWHUHVW�UDWH�ULVN�LV�WKH�ULVN�WKDW�FKDQJHV�LQ�LQWHUHVW�UDWHV�ZLOO�DGYHUVHO\�DIIHFW�WKH�
IDLU�YDOXH�RI�D�GHEW�LQYHVWPHQW���,Q�RUGHU�WR�UHGXFH�WKH�H[SRVXUH�WR�LQWHUHVW�UDWH�ULVN��WKH�IRXQGDWLRQ�
ZLOO�VHW�OLPLWV�UHJDUGLQJ�WKH�ZHLJKWHG�DYHUDJH�PDWXULW\�IRU�HDFK�GLUHFW�LQYHVWPHQW�SRRO���,Q�WKH�FDVH�
RI�IHGHUDO�VHFXULWLHV��WKH�ZHLJKWHG�DYHUDJH�RI�DOO�LQYHVWPHQWV�VKRXOG�EH�OHVV�WKDQ�WKUHH�\HDUV��

&UHGLW�5LVN�±�&UHGLW�ULVN�LV�WKH�ULVN�WKDW�DQ�LVVXHU�RU�RWKHU�FRXQWHUSDUW\�WR�DQ�LQYHVWPHQW�ZLOO�QRW�
IXOILOO�LWV�REOLJDWLRQV���6HFXULWLHV�DUH�UDWHG�XVLQJ�6WDQGDUG�DQG�3RRU¶V��0RRG\¶V�,QYHVWRU�6HUYLFH��
DQG�RU�)LWFK�5DWLQJV�DQG�DUH�SUHVHQWHG�EHORZ�XVLQJ� WKH�6WDQGDUG�DQG�3RRU¶V� UDWLQJ�VFDOH�� �7KH�
IRXQGDWLRQ¶V�SROLF\�LV�WKDW�SRVLWLRQV�LQ�GHEW�VHFXULWLHV�RZQHG�E\�WKH�IRXQGDWLRQ�VKRXOG�QRW�EH�EHORZ�
LQYHVWPHQW�JUDGH��DQG�WKH�IRXQGDWLRQ¶V�LQYHVWPHQW�DGYLVRUV�KDYH�GLVFUHWLRQ�WR�LQYHVW�LQ�ERQG�IXQGV�
WKDW�WKH\�GHHP�DSSURSULDWH�IRU�WKH�IRXQGDWLRQ¶V�LQYHVWPHQW�SRUWIROLR���

� � � ,QYHVWPHQW�0DWXULWLHV��LQ�<HDUV��

,QYHVWPHQW�7\SH� 5HSRUWHG�9DOXH� /HVV�WKDQ��� ��WR��� ��WR���� 0RUH�WKDQ���� 8QNQRZQ�
8�6��JRYHUQPHQW�

REOLJDWLRQV� �������������� ��� ����������� ��� ������������� ���������������� ������������������� ��������������������
8�6��7,36� ������������� ������������� ������������� �� �� ��
8�6��DJHQF\�REOLJDWLRQV� ������������� ����������� ������������� ����������������� �� ��
&RUSRUDWH�ERQGV� �������������� ������������� ������������� ������������� �� ��
%RQG�PXWXDO�IXQGV� ������������� �� ������������� ������������� ���������� �����������
7RWDO�GHEW�LQYHVWPHQWV� ��������������� �������������� ���������������� ��������������� ����������� ������������

1RQ�)L[HG�,QFRPH�
,QYHVWPHQWV�
0XWXDO�HTXLW\�IXQGV� �������������� � � � � �
+HGJH�IXQG� ������������� � � � � �
&DVK�VXUUHQGHU�YDOXH�RI�

OLIH�LQVXUDQFH� �����������

7RWDO�LQYHVWPHQWV� ��������������� � � � �
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$W�-XQH�����������WKH�IRXQGDWLRQ¶V�LQYHVWPHQWV�ZHUH�UDWHG�DV�IROORZV��

� � &UHGLW�4XDOLW\�5DWLQJ�
,QYHVWPHQW�

7\SH�
5HSRUWHG�
9DOXH� $$$� $$� $� %%%�RU�/HVV� 8QUDWHG�

/*,3� �������������� ����������������������� ��������������������� ������������������������ ������������������������ ��������������
8�6��JRYHUQPHQW�
REOLJDWLRQV� ������������� �� ������������� �� �� ��

8�6��7,36� ������������� �� ������������� �� �� ��
8�6��DJHQF\��
����REOLJDWLRQV� ������������� �� ������������� �� �� ��
&RUSRUDWH�
ERQGV� �������������� ������������� ������������� ������������� ������������� ��

%RQG�PXWXDO�
IXQGV� ������������� �� �� �� ������������� �����������

7RWDO� ��������������� �������������� ��������������� �������������� ��������������� ��������������

&XVWRGLDO�&UHGLW�5LVN�±�)RU�DQ�LQYHVWPHQW��FXVWRGLDO�FUHGLW�ULVN�LV�WKH�ULVN�WKDW��LQ�WKH�HYHQW�RI�WKH�
IDLOXUH�RI�WKH�FRXQWHUSDUW\��WKH�IRXQGDWLRQ�ZLOO�QRW�EH�DEOH�WR�UHFRYHU�WKH�YDOXH�RI�LWV�LQYHVWPHQWV�RU�
FROODWHUDO�VHFXULWLHV�WKDW�DUH�LQ�WKH�SRVVHVVLRQ�RI�DQ�RXWVLGH�SDUW\���7KH�IRXQGDWLRQ�GRHV�QRW�KDYH�D�
SROLF\�IRU�FXVWRGLDO�FUHGLW�ULVN���$W�-XQH�����������WKH�IRXQGDWLRQ�KDG����������������RI�XQLQVXUHG�
DQG�XQUHJLVWHUHG�LQYHVWPHQWV�IRU�ZKLFK�WKH�VHFXULWLHV�DUH�KHOG�E\�WKH�FRXQWHUSDUW\���

,QYHVWPHQWV�RI�WKH�IRXQGDWLRQ¶V�HQGRZPHQW�DQG�VLPLODU�IXQGV�DUH�FRPSRVHG�RI�WKH�IROORZLQJ�DW�-XQH�
����������

� 5HSRUWHG�9DOXH�

8�6��JRYHUQPHQW�REOLJDWLRQV� ��������������
8�6��7,36� �������������
8�6��DJHQF\�REOLJDWLRQV� �������������
&RUSRUDWH�ERQGV� �������������
3RROHG�LQYHVWPHQW�YHKLFOHV� ��������������
+HGJH�IXQG� �������������
'HSRVLWV�KHOG�E\�RWKHUV� �����������

7RWDO� ���������������

$VVHWV�RI�HQGRZPHQWV�DUH�SRROHG�RQ�D�IDLU�YDOXH�EDVLV��ZLWK�HDFK�LQGLYLGXDO�IXQG�VXEVFULELQJ�WR�RU�
GLVSRVLQJ�RI�XQLWV�RQ�WKH�EDVLV�RI�WKH�IDLU�YDOXH�SHU�XQLW�DW�WKH�EHJLQQLQJ�RI�WKH�FDOHQGDU�TXDUWHU�ZLWKLQ�
ZKLFK�WKH�WUDQVDFWLRQ�WDNHV�SODFH���2I�WKH�WRWDO�XQLWV�DW�0DUFK�����������HDFK�KDYLQJ�D�IDLU�YDOXH�RI�
��������������� �������������� XQLWV�ZHUH� RZQHG� E\� HQGRZPHQWV�� DQG� ������������� XQLWV�ZHUH�
RZQHG�E\�TXDVL�HQGRZPHQWV����

7KH�IROORZLQJ�WDEXODWLRQV�VXPPDUL]H�FKDQJHV�LQ�UHODWLRQVKLSV�EHWZHHQ�FRVW�DQG�IDLU�YDOXHV�RI�WKH�
SRROHG�DVVHWV�IRU�WKH�\HDU�HQGHG�-XQH�����������
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� 3RROHG�$VVHWV� � � � )DLU

)DLU�9DOXH� &RVW 1HW�*DLQV��
� 9DOXH�

3HU�8QLW
(QG�RI�\HDU� ��������������� � ��������������� � �������������� � ��������������
%HJLQQLQJ�RI�\HDU� ��������������� � ��������������� � ������������� � ��������������

8QUHDOL]HG�QHW�JDLQV��ORVVHV�� � � � ����������� � �
5HDOL]HG�QHW�JDLQV� � � � ������������� � �
7RWDO�QHW�JDLQV� � � � �������������� � �

7KH�DYHUDJH�DQQXDO�HDUQLQJV�SHU�XQLW��H[FOXVLYH�RI�QHW�JDLQV��ZHUH�������IRU�WKH�\HDU�HQGHG�-XQH�����
������

)DLU�9DOXH�0HDVXUHPHQW�

7KH�IRXQGDWLRQ�FDWHJRUL]HV�LWV�IDLU�YDOXH�PHDVXUHPHQWV�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\�HVWDEOLVKHG�
E\�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD���7KH�IRXQGDWLRQ�KDV�
WKH�IROORZLQJ�UHFXUULQJ�IDLU�YDOXH�PHDVXUHPHQWV�DV�RI�-XQH�����������

� -XQH����������

4XRWHG�3ULFHV�LQ�
$FWLYH�0DUNHWV�
IRU�,GHQWLFDO�
$VVHWV��
�/HYHO����

6LJQLILFDQW�
2WKHU�

2EVHUYDEOH�
,QSXWV��

�/HYHO����

6LJQLILFDQW�
8QREVHUYDEOH�

,QSXWV��
�/HYHO����

,QYHVWPHQWV�
0HDVXUHG�DW�WKH�
1HW�$VVHW�9DOXH�

�1$9��
$VVHWV�E\�)DLU�9DOXH�/HYHO
'HEW�VHFXULWLHV�� � � � � �
8�6��JRYHUQPHQW�
REOLJDWLRQV� �������������� �������������� ���������������������� �������������������� ����������������������

8�6��7,36� ������������� ������������� �� �� ��
8�6��DJHQF\�REOLJDWLRQV� ������������� ������������� �� �� ��
&RUSRUDWH�ERQGV� �������������� �������������� �� �� ��
%RQG�PXWXDO�IXQGV� ������������� �� �� �� �������������
7RWDO�GHEW�VHFXULWLHV� �������������� �������������� �� �� �������������

(TXLW\�VHFXULWLHV�� � � � � �
0XWXDO�HTXLW\�IXQGV� �������������� �� �� �� ��������������
7RWDO�HTXLW\�VHFXULWLHV� �������������� �� �� �� ��������������

+HGJH�IXQG� ������������� �� �� �� �������������

7RWDO�DVVHWV�DW�IDLU�YDOXH� ��������������� ��������������� ������������������� ������������������ ���������������

$VVHWV� FODVVLILHG� LQ�/HYHO� �� RI� WKH� IDLU� YDOXH�KLHUDUFK\� DUH� YDOXHG�XVLQJ�SULFHV� TXRWHG� LQ� DFWLYH�
PDUNHWV�IRU�WKRVH�VHFXULWLHV����

7KH� YDOXDWLRQ�PHWKRG� IRU� DVVHWV�PHDVXUHG� DW� WKH� QHW� DVVHW� YDOXH�SHU� VKDUH� �RU� LWV� HTXLYDOHQW�� LV�
SUHVHQWHG�RQ�WKH�IROORZLQJ�WDEOH��
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� )DLU�9DOXH�
8QIXQGHG�

&RPPLWPHQWV�

5HGHPSWLRQ�
)UHTXHQF\�
�LI�FXUUHQWO\�
HOLJLEOH��

5HGHPSWLRQ�
1RWLFH�
3HULRG�

$VVHWV�0HDVXUHG�DW�WKH�1$9�
%RQG�PXWXDO�IXQGV� �������������� ������������������� 'DLO\� 1RQH�
0XWXDO�HTXLW\�IXQGV� �������������� �� 'DLO\� 1RQH�
+HGJH�IXQG� ������������� �� 4XDUWHUO\� ���GD\V�

7KH�DERYH�DVVHWV�DUH�YDOXHG�DW�WKH�QHW�DVVHW�YDOXH�RI�XQLWV�KHOG�DW�WKH�HQG�RI�WKH�SHULRG�EDVHG�XSRQ�
WKH�IDLU�YDOXH�RI�WKH�XQGHUO\LQJ�LQYHVWPHQWV��

3OHGJHV�5HFHLYDEOH

3OHGJHV� UHFHLYDEOH�DW� -XQH�����������DUH� VXPPDUL]HG�EHORZ��QHW�RI� WKH�DOORZDQFH� IRU�GRXEWIXO�
DFFRXQWV��

&XUUHQW�SOHGJHV� ��������������
3OHGJHV�GXH�LQ�RQH�WR�ILYH�\HDUV� �������������
3OHGJHV�GXH�DIWHU�ILYH�\HDUV� �������������
���6XEWRWDO� �������������
/HVV�GLVFRXQW�WR�QHW�SUHVHQW�YDOXH� �����������

7RWDO�SOHGJHV�UHFHLYDEOH��QHW� ��������������

&DSLWDO�$VVHWV�

&DSLWDO�DVVHW�DFWLYLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������ZDV�DV�IROORZV��

%HJLQQLQJ�
%DODQFH� $GGLWLRQV� 7UDQVIHUV� 5HGXFWLRQV�

(QGLQJ�
%DODQFH�

%XLOGLQJV� ������������� �������������������� ����������� ������������������� �����������
(TXLSPHQW� �� ���������� �� �� ����������
2WKHU�DVVHWV� ���������� �� �� �� ����������

7RWDO� ���������� ���������� �� �� �����������

/HVV�DFFXPXODWHG�GHSUHFLDWLRQ���
%XLOGLQJV� ���������� �� �� �� ����������

7RWDO� ���������� �� �� �� ����������

&DSLWDO�DVVHWV��QHW� ����������� ����������� ����������� ������������������� �����������

(QGRZPHQWV�

7KH�(768�)RXQGDWLRQ¶V�HQGRZPHQW�FRQVLVWV�RI�����LQGLYLGXDO�IXQGV�HVWDEOLVKHG�IRU�D�YDULHW\�RI�
SXUSRVHV���,WV�HQGRZPHQW�LQFOXGHV�ERWK�GRQRU�UHVWULFWHG�HQGRZPHQW�IXQGV�DQG�IXQGV�GHVLJQDWHG�E\�
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WKH�ERDUG�RI�GLUHFWRUV�WR�IXQFWLRQ�DV�HQGRZPHQWV���$V�UHTXLUHG�E\�*$$3��QHW�SRVLWLRQ�DVVRFLDWHG�
ZLWK� HQGRZPHQW� IXQGV�� LQFOXGLQJ� IXQGV� GHVLJQDWHG� E\� WKH� ERDUG� RI� GLUHFWRUV� WR� IXQFWLRQ� DV�
HQGRZPHQWV�� DUH� FODVVLILHG� DQG� UHSRUWHG� EDVHG� RQ� WKH� H[LVWHQFH� RU� DEVHQFH� RI� GRQRU�LPSRVHG�
UHVWULFWLRQV��

,QWHUSUHWDWLRQ�RI�UHOHYDQW�ODZ�±�7KH�%RDUG�RI�'LUHFWRUV�RI�WKH�(768�)RXQGDWLRQ�KDV�LQWHUSUHWHG�
WKH�8QLIRUP�3UXGHQW�0DQDJHPHQW�RI�,QVWLWXWLRQDO�)XQGV�$FW��WKH�$FW��DV�DGRSWHG�E\�7HQQHVVHH�
DV� UHTXLULQJ� SUHVHUYDWLRQ� RI� WKH� KLVWRULFDO� GROODU� YDOXH� RI� WKH� RULJLQDO� JLIW�� �$V� D� UHVXOW� RI� WKLV�
LQWHUSUHWDWLRQ�� WKH�(768�)RXQGDWLRQ�FODVVLILHV� DV�QRQH[SHQGDEOH� UHVWULFWHG�QHW�SRVLWLRQ� �D�� WKH�
RULJLQDO� YDOXH� RI� JLIWV� GRQDWHG� WR� WKH� QRQH[SHQGDEOH� HQGRZPHQW�� �E�� WKH� RULJLQDO� YDOXH� RI�
VXEVHTXHQW�JLIWV�WR�WKH�QRQH[SHQGDEOH�HQGRZPHQW��DQG��F��DFFXPXODWLRQV�WR�WKH�QRQH[SHQGDEOH�
HQGRZPHQW�PDGH�LQ�DFFRUGDQFH�ZLWK�WKH�GLUHFWLRQ�RI�WKH�DSSOLFDEOH�GRQRU�JLIW�LQVWUXPHQW�DW�WKH�
WLPH� WKH� DFFXPXODWLRQ� LV� DGGHG� WR� WKH� IXQG�� � 7KH� UHPDLQLQJ� SRUWLRQ� RI� WKH� GRQRU�UHVWULFWHG�
HQGRZPHQW� IXQG� WKDW� LV� QRW� FODVVLILHG� LQ� QRQH[SHQGDEOH� UHVWULFWHG� QHW� SRVLWLRQ� LV� FODVVLILHG� DV�
H[SHQGDEOH� UHVWULFWHG� QHW� SRVLWLRQ� XQWLO� WKRVH� DPRXQWV� DUH� DSSURSULDWHG� IRU� H[SHQGLWXUH� E\� WKH�
IRXQGDWLRQ� LQ� D� PDQQHU� FRQVLVWHQW� ZLWK� WKH� VWDQGDUG� RI� SUXGHQFH� SUHVFULEHG� E\� WKH� $FW�� � ,Q�
DFFRUGDQFH�ZLWK�WKH�$FW��WKH�IRXQGDWLRQ�FRQVLGHUV�WKH�IROORZLQJ�IDFWRUV�LQ�PDNLQJ�D�GHWHUPLQDWLRQ�
WR�DSSURSULDWH�RU�DFFXPXODWH�GRQRU�UHVWULFWHG�HQGRZPHQW�IXQGV��

�� WKH�GXUDWLRQ�DQG�SUHVHUYDWLRQ�RI�WKH�IXQG��

�� WKH�SXUSRVHV�RI�WKH�IRXQGDWLRQ�DQG�WKH�HQGRZPHQW�IXQG��

�� JHQHUDO�HFRQRPLF�FRQGLWLRQV��

�� WKH�SRVVLEOH�HIIHFW�RI�LQIODWLRQ�RU�GHIODWLRQ��

�� WKH�H[SHFWHG�WRWDO�UHWXUQ�IURP�LQFRPH�DQG�WKH�DSSUHFLDWLRQ�RI�LQYHVWPHQWV��

�� RWKHU�UHVRXUFHV�RI�WKH�IRXQGDWLRQ��DQG�

�� WKH�LQYHVWPHQW�SROLFLHV�RI�WKH�IRXQGDWLRQ��

5HWXUQ� REMHFWLYHV� DQG� ULVN� SDUDPHWHUV� ±�7KH� IRXQGDWLRQ� KDV� DGRSWHG� LQYHVWPHQW� DQG� VSHQGLQJ�
SROLFLHV�IRU�HQGRZPHQW�DVVHWV�WKDW�DWWHPSW�WR�SURYLGH�D�SUHGLFWDEOH�VWUHDP�RI�IXQGLQJ�WR�SURJUDPV�
VXSSRUWHG�E\�LWV�HQGRZPHQW�ZKLOH�VHHNLQJ�WR�PDLQWDLQ�WKH�SXUFKDVLQJ�SRZHU�RI�WKH�HQGRZPHQW�
DVVHWV���(QGRZPHQW�DVVHWV�LQFOXGH�WKRVH�DVVHWV�RI�GRQRU�UHVWULFWHG�IXQGV�WKDW�WKH�RUJDQL]DWLRQ�PXVW�
KROG�LQ�SHUSHWXLW\�RU�IRU�GRQRU�VSHFLILHG�SHULRGV��DV�ZHOO�DV�ERDUG�GHVLJQDWHG�IXQGV���8QGHU�WKLV�
SROLF\��DV�DSSURYHG�E\�WKH�ERDUG�RI�GLUHFWRUV��WKH�HQGRZPHQW�DVVHWV�DUH�LQYHVWHG�LQ�D�PDQQHU�WKDW�
LV�LQWHQGHG�WR�SURGXFH�UHVXOWV�WKDW��RYHU�WKH�ORQJ�WHUP��ZLOO�DFKLHYH�D�WRWDO�UHWXUQ�HTXLYDOHQW�WR�RU�
JUHDWHU�WKDQ�WKH�IRXQGDWLRQ¶V�ILQDQFLDO�UHTXLUHPHQWV�RYHU�WKH�WLPH�KRUL]RQ���7KH�IRXQGDWLRQ�H[SHFWV�
LWV�HQGRZPHQW�IXQGV��RYHU�WLPH��WR�SURYLGH�DQ�DYHUDJH�UDWH�RI�UHWXUQ�RI�DSSUR[LPDWHO\����DQQXDOO\���
$FWXDO�UHWXUQV�LQ�DQ\�JLYHQ�\HDU�PD\�YDU\�IURP�WKLV�DPRXQW��

6WUDWHJLHV�HPSOR\HG�IRU�DFKLHYLQJ�REMHFWLYHV�±�7R�VDWLVI\�LWV�ORQJ�WHUP�UDWH�RI�UHWXUQ�REMHFWLYHV��
WKH�IRXQGDWLRQ�UHOLHV�RQ�D�WRWDO�UHWXUQ�VWUDWHJ\�LQ�ZKLFK�LQYHVWPHQW�UHWXUQV�DUH�DFKLHYHG�WKURXJK�
ERWK�FDSLWDO�DSSUHFLDWLRQ��UHDOL]HG�DQG�XQUHDOL]HG��DQG�FXUUHQW�\LHOG��LQWHUHVW�DQG�GLYLGHQGV����7KH�
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IRXQGDWLRQ� WDUJHWV�D�GLYHUVLILHG�DVVHW�DOORFDWLRQ� WKDW�SODFHV�D�JUHDWHU�HPSKDVLV�RQ�HTXLW\�EDVHG�
LQYHVWPHQWV�WR�DFKLHYH�LWV�ORQJ�WHUP�UHWXUQ�REMHFWLYHV�ZLWKLQ�SUXGHQW�ULVN�UHVWUDLQWV��

6SHQGLQJ� SROLF\� DQG� KRZ� WKH� LQYHVWPHQW� REMHFWLYHV� UHODWH� ±� 7KH� IRXQGDWLRQ� KDV� D� SROLF\� RI�
DSSURSULDWLQJ�IRU�GLVWULEXWLRQ�HDFK�\HDU����WR����RI�WKH�DYHUDJH�TXDUWHUO\�EDODQFH�IRU�WKH�WKUHH�
SUHFHGLQJ�FDOHQGDU�\HDUV��GHSHQGLQJ�RQ�WKH�DPRXQW�RI�UHVHUYH�IRU�HDFK�HQGRZPHQW���,Q�HVWDEOLVKLQJ�
WKLV� SROLF\�� WKH� IRXQGDWLRQ� FRQVLGHUHG� WKH� ORQJ�WHUP� H[SHFWHG� UHWXUQ� RQ� LWV� HQGRZPHQW���
$FFRUGLQJO\��RYHU�WKH�ORQJ�WHUP��WKH�IRXQGDWLRQ�H[SHFWV�WKH�FXUUHQW�VSHQGLQJ�SROLF\�WR�DOORZ�LWV�
HQGRZPHQW� WR� JURZ� DW� DQ� DYHUDJH� RI� ��� DQQXDOO\�� � 7KLV� LV� FRQVLVWHQW� ZLWK� WKH� IRXQGDWLRQ¶V�
REMHFWLYH�WR�PDLQWDLQ�WKH�SXUFKDVLQJ�SRZHU�RI�WKH�HQGRZPHQW�DVVHWV�KHOG�LQ�SHUSHWXLW\�RU�IRU�D�
VSHFLILHG� WHUP�� DV�ZHOO� DV� WR� SURYLGH� DGGLWLRQDO� UHDO� JURZWK� WKURXJK� QHZ�JLIWV� DQG� LQYHVWPHQW�
UHWXUQ��

$W� -XQH� ���� ������ QHW� DSSUHFLDWLRQ� RI� ��������������� LV� DYDLODEOH� WR� EH� VSHQW�� RI� ZKLFK�
��������������LV�LQFOXGHG�LQ�UHVWULFWHG�QHW�SRVLWLRQ�H[SHQGDEOH�IRU�VFKRODUVKLSV�DQG�IHOORZVKLSV��
������������ LV� LQFOXGHG� LQ� UHVWULFWHG� QHW� SRVLWLRQ� H[SHQGDEOH� IRU� UHVHDUFK�� �������������� LV�
LQFOXGHG�LQ�UHVWULFWHG�QHW�SRVLWLRQ�H[SHQGDEOH�IRU�LQVWUXFWLRQDO�GHSDUWPHQW�XVHV��DQG���������������
LV�LQFOXGHG�LQ�UHVWULFWHG�QHW�SRVLWLRQ�H[SHQGDEOH�IRU�RWKHU�SXUSRVHV��

0(',&$/�('8&$7,21�$66,67$1&(�&25325$7,21�

7KH� 0HGLFDO� (GXFDWLRQ� $VVLVWDQFH� &RUSRUDWLRQ� �0($&�� LV� D� OHJDOO\� VHSDUDWH�� WD[�H[HPSW�
RUJDQL]DWLRQ�VXSSRUWLQJ�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\���0($&�DFWV�SULPDULO\�DV�D�SK\VLFLDQV¶�
SUDFWLFH�JURXS� WR�VXSSOHPHQW� WKH�UHVRXUFHV� WKDW�DUH�DYDLODEOH� WR� WKH�XQLYHUVLW\� LQ�VXSSRUW�RI� LWV�
PHGLFDO�HGXFDWLRQ�SURJUDPV���7KH����PHPEHU�ERDUG�RI�0($&�LV�VHOI�SHUSHWXDWLQJ�DQG�FRQVLVWV�RI�
WKH�GHSDUWPHQW�FKDLUV�IURP�4XLOOHQ�&ROOHJH�RI�0HGLFLQH��D�UHSUHVHQWDWLYH�IURP�(DVW�7HQQHVVHH�
6WDWH� 8QLYHUVLW\¶V� 2IILFH� RI� WKH� 3UHVLGHQW�� D� UHSUHVHQWDWLYH� IURP� WKH� (DVW� 7HQQHVVHH� 6WDWH�
8QLYHUVLW\�%RDUG�RI�7UXVWHHV��DQG�WKUHH�DW�ODUJH�IDFXOW\�IURP�WKH�4XLOOHQ�&ROOHJH�RI�0HGLFLQH���
$OWKRXJK�WKH�XQLYHUVLW\�GRHV�QRW�FRQWURO�WKH�WLPLQJ�RU�DPRXQW�RI�UHFHLSWV�IURP�0($&��WKH�UHVLGXDO�
LQFRPH�WKDW�0($&�HDUQV�LV�UHVWULFWHG�WR�VXSSRUWLQJ�PHGLFDO�HGXFDWLRQ���%HFDXVH�WKHVH�UHVWULFWHG�
UHVRXUFHV�KHOG�E\�0($&�FDQ�RQO\�EH�XVHG�E\��RU� IRU� WKH�EHQHILW� RI�� WKH�XQLYHUVLW\��0($&� LV�
FRQVLGHUHG� D� FRPSRQHQW� XQLW� RI� WKH� XQLYHUVLW\� DQG� LV� GLVFUHWHO\� SUHVHQWHG� LQ� WKH� XQLYHUVLW\¶V�
ILQDQFLDO�VWDWHPHQWV��

'XULQJ�WKH�\HDU�HQGHG�-XQH�����������0($&�PDGH�GLVWULEXWLRQV�RI������������WR�RU�RQ�EHKDOI�RI�
(768�RU�WKH�(768�)RXQGDWLRQ�IRU�ERWK�UHVWULFWHG�DQG�XQUHVWULFWHG�SXUSRVHV���&RPSOHWH�ILQDQFLDO�
VWDWHPHQWV�IRU�0($&�FDQ�EH�REWDLQHG�IURP�5XVVHOO�/HZLV��&KLHI�)LQDQFLDO�2IILFHU��3�2��%R[������
0RXQWDLQ�+RPH��71��������

&DVK�

$W�-XQH�����������FDVK�FRQVLVWHG�RI������������LQ�EDQN�DFFRXQWV���������RI�SHWW\�FDVK�RQ�KDQG��
DQG� ��������� LQ� WKH� /RFDO� *RYHUQPHQW� ,QYHVWPHQW� 3RRO� �/*,3�� DGPLQLVWHUHG� E\� WKH� 6WDWH�
7UHDVXUHU��
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���

7KH�/*,3�LV�PHDVXUHG�DW�DPRUWL]HG�FRVW�DQG�LV�SDUW�RI�WKH�6WDWH�3RROHG�,QYHVWPHQW�)XQG���7KH�
IXQG¶V�UHTXLUHG�ULVN�GLVFORVXUHV�DUH�SUHVHQWHG�LQ�WKH�6WDWH�RI�7HQQHVVHH�7UHDVXUHU¶V�5HSRUW���7KDW�
UHSRUW�LV�DYDLODEOH�RQ�WKH�VWDWH¶V�ZHEVLWH�DW�ZZZ�WUHDVXU\�WQ�JRY���

,QYHVWPHQWV�

,Q� DFFRUGDQFH� ZLWK� *$6%� 6WDWHPHQW� ���� $FFRXQWLQJ� DQG� )LQDQFLDO� 5HSRUWLQJ� IRU� &HUWDLQ�
,QYHVWPHQWV� DQG�([WHUQDO� ,QYHVWPHQW�3RROV�� DV� DPHQGHG�� LQYHVWPHQWV� DUH� UHSRUWHG� DW� IDLU� YDOXH��
LQFOXGLQJ�WKRVH�ZLWK�D�PDWXULW\�GDWH�RI�RQH�\HDU�RU�OHVV�DW�WKH�WLPH�RI�SXUFKDVH��XQOHVV�RWKHUZLVH�
QRWHG� �7KH�FRUSRUDWLRQ� LV�DXWKRUL]HG� WR� LQYHVW� IXQGV� LQ�DFFRUGDQFH�ZLWK� LWV�ERDUG�RI�GLUHFWRUV¶�
SROLFLHV���7KH�FRUSRUDWLRQ¶V�LQYHVWPHQWV�DW�-XQH�����������FRQVLVWHG�RI������������RI�FHUWLILFDWHV�
RI�GHSRVLW�UHSRUWHG�DW�FRVW�DQG������������RI�8�6��DJHQF\�REOLJDWLRQV�UHSRUWHG�DW�IDLU�YDOXH���7KH�
FHUWLILFDWHV� RI� GHSRVLW� DQG� 8�6�� DJHQF\� REOLJDWLRQV� KDG� RULJLQDO� PDWXULWLHV� JUHDWHU� WKDQ� WKUHH�
PRQWKV��

,QWHUHVW�5DWH�5LVN�± ,QWHUHVW�UDWH�ULVN�LV�WKH�ULVN�WKDW�FKDQJHV�LQ�LQWHUHVW�UDWHV�ZLOO�DGYHUVHO\�DIIHFW�WKH�
IDLU� YDOXH� RI� D� GHEW� LQYHVWPHQW�� �0($&� GRHV� QRW� KDYH� D� IRUPDO� LQYHVWPHQW� SROLF\� WKDW� OLPLWV�
LQYHVWPHQW� PDWXULWLHV� DV� D� PHDQV� RI� PDQDJLQJ� LWV� H[SRVXUH� WR� IDLU�YDOXH� ORVVHV� DULVLQJ� IURP�
LQFUHDVLQJ�LQWHUHVW�UDWHV��

$W�-XQH�����������0($&�KDG�WKH�IROORZLQJ�GHEW�LQYHVWPHQWV�DQG�PDWXULWLHV��

� � ,QYHVWPHQW�0DWXULWLHV��,Q�<HDUV��
,QYHVWPHQW�7\SH� )DLU�9DOXH� /HVV�WKDQ��� ��WR���

8�6��DJHQF\�REOLJDWLRQV� ����������� ����������� ����������

7RWDO�GHEW�LQYHVWPHQWV� ����������� ����������� �����������

&UHGLW�5LVN�±�&UHGLW�ULVN�LV�WKH�ULVN�WKDW�DQ�LVVXHU�RU�RWKHU�FRXQWHUSDUW\�WR�DQ�LQYHVWPHQW�ZLOO�QRW�
IXOILOO�LWV�REOLJDWLRQV���6HFXULWLHV�DUH�UDWHG�EHORZ�XVLQJ�WKH�6WDQGDUG�DQG�3RRU¶V�UDWLQJ�VFDOH���0($&�
KDV�QR� LQYHVWPHQW�SROLF\� OLPLWLQJ� LWV� LQYHVWPHQW� FKRLFHV�EDVHG�RQ� UDWLQJV� LVVXHG�E\�QDWLRQDOO\�
UHFRJQL]HG�VWDWLVWLFDO�UDWLQJ�RUJDQL]DWLRQV��

$W�-XQH�����������WKH�FRUSRUDWLRQ¶V�LQYHVWPHQWV�ZHUH�UDWHG�DV�IROORZV��

� � &UHGLW�4XDOLW\�5DWLQJ
,QYHVWPHQW�7\SH� %DODQFH� $$�� 8QUDWHG

/*,3� ������������ ������������������ ���������
8�6��DJHQF\�REOLJDWLRQV� ���������� ��������� ���������������

&RQFHQWUDWLRQ�RI�&UHGLW�5LVN�±�&RQFHQWUDWLRQ�RI�FUHGLW� ULVN� LV� WKH� ULVN�RI� ORVV�DWWULEXWHG� WR� WKH�
PDJQLWXGH�RI�WKH�FRUSRUDWLRQ¶V�LQYHVWPHQW�LQ�D�VLQJOH�LVVXHU���7KH�FRUSRUDWLRQ�SODFHV�QR�OLPLW�RQ�
WKH�DPRXQW�LW�PD\�LQYHVW�LQ�DQ\�RQH�LVVXHU��

Audit Committee 
April 24, 2020

114

www.treasury.tn.gov


1RWHV�WR�WKH�)LQDQFLDO�6WDWHPHQWV��&RQWLQXHG��

���

$W�-XQH�����������PRUH�WKDQ����RI�WKH�FRUSRUDWLRQ¶V�LQYHVWPHQWV�ZHUH�LQYHVWHG�LQ�WKH�IROORZLQJ�
VLQJOH�LVVXHUV��

,VVXHU 3HUFHQWDJH�RI�7RWDO�,QYHVWPHQWV�

)HGHUDO�+RPH�/RDQ�%DQN��)+/%��REOLJDWLRQV� ����
)HGHUDO�1DWLRQDO�0RUWJDJH�$VVRFLDWLRQ��)10$��
REOLJDWLRQV� ����

)DLU�9DOXH�0HDVXUHPHQW�

0($&� FDWHJRUL]HV� LWV� IDLU� YDOXH� PHDVXUHPHQWV� ZLWKLQ� WKH� IDLU� YDOXH� KLHUDUFK\� HVWDEOLVKHG� E\�
DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD���0($&�KDV�WKH�IROORZLQJ�
UHFXUULQJ�IDLU�YDOXH�PHDVXUHPHQWV�DV�RI�-XQH�����������

� -XQH����������

4XRWHG�3ULFHV�
LQ�$FWLYH�
0DUNHWV�IRU�
,GHQWLFDO�
$VVHWV��
�/HYHO����

6LJQLILFDQW�
2WKHU�

2EVHUYDEOH�
,QSXWV��

�/HYHO����

6LJQLILFDQW�
8QREVHUYDEOH�

,QSXWV��
�/HYHO����

,QYHVWPHQWV�
0HDVXUHG�DW�
WKH�1HW�$VVHW�
9DOXH��1$9��

$VVHWV�E\�)DLU�9DOXH�/HYHO
'HEW�VHFXULWLHV� � � � � �
8�6��DJHQF\�REOLJDWLRQV� ����������� ������������������ ����������� ���������������� ����������������
7RWDO�GHEW�VHFXULWLHV� ����������� ������������������ ����������� ���������������� ����������������

7KH�DVVHWV�FODVVLILHG�LQ�/HYHO���RI�WKH�IDLU�YDOXH�KLHUDUFK\�DUH�YDOXHG�XVLQJ�WKH�VSUHDG�DERYH�ULVN�
IUHH�\LHOG�FXUYH���$V�WKH�\LHOGV�IRU�WKH�ULVN�IUHH�\LHOG�FXUYH�DQG�WKH�VSUHDGV�IRU�WKHVH�VHFXULWLHV�DUH�
REVHUYDEOH�PDUNHW�LQSXWV��WKH�IDLU�YDOXHV�RI�8�6��JRYHUQPHQW�DJHQF\�GHEW�VHFXULWLHV�DUH�LQFOXGHG�
LQ�WKH�/HYHO���FDWHJRU\���9DOXDWLRQV�DUH�REWDLQHG�IURP�D�WKLUG�SDUW\�SULFLQJ�VHUYLFH�IRU�LQYHVWPHQW�
VHFXULWLHV��

5HFHLYDEOHV�

5HFHLYDEOHV�DW�-XQH�����������LQFOXGHG�WKH�IROORZLQJ��

3DWLHQW�DFFRXQWV�UHFHLYDEOH��QHW� � �����������
2WKHU�UHFHLYDEOHV� � ����������

7RWDO� � � � �����������

&DSLWDO�$VVHWV�

&DSLWDO�DVVHW�DFWLYLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������ZDV�DV�IROORZV��
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� %HJLQQLQJ�
%DODQFH� $GGLWLRQV� 5HGXFWLRQV�

(QGLQJ�
%DODQFH�

/DQG� ������������ ��������������� ���������������� ������������
%XLOGLQJV�� ���������� �������� �� ����������
/HDVHKROG�LPSURYHPHQWV� �������� �� �� ��������
(TXLSPHQW� ������������� ������� �������� ����������

7RWDO� ������������� �������� �������� �����������

/HVV�DFFXPXODWHG�GHSUHFLDWLRQ�� � � � �
�%XLOGLQJV� ���������� �������� �� ����������
�/HDVHKROG�LPSURYHPHQWV� �������� ������� �� ��������
�(TXLSPHQW� ������������� �������� �������� ����������

7RWDO� ���������� �������� �������� ����������

&DSLWDO�DVVHWV��QHW� ����������� ����������� �������� �����������

/RQJ�WHUP�/LDELOLWLHV�

/RQJ�WHUP�OLDELOLWLHV�DFWLYLW\�IRU�WKH�\HDU�HQGHG�-XQH�����������ZDV�DV�IROORZV��

%HJLQQLQJ�
%DODQFH� $GGLWLRQV� 5HGXFWLRQV�

(QGLQJ�
%DODQFH�

&XUUHQW�
3RUWLRQ�

&RPSHQVDWHG�DEVHQFHV� ��������� �������� �������������� ��������� ���������

7RWDO�ORQJ�WHUP�OLDELOLWLHV� ��������� �������� �������������� ��������� ���������

&DSLWDO�/HDVH�%HWZHHQ�0($&�DQG�WKH�8QLYHUVLW\

,Q�������0($&�HQWHUHG�LQWR�DQ�DJUHHPHQW�WR�OHDVH�D�FOLQLFDO�HGXFDWLRQ�EXLOGLQJ�IURP�WKH�XQLYHUVLW\�
IRU����\HDUV�DW�D�UDWH�HTXLYDOHQW�WR�WKH�FRVW�RI�FRQVWUXFWLRQ�RI�WKH�EXLOGLQJ��ZKLFK�ZDV��������������
7KH�HQWLUH�OHDVH�REOLJDWLRQ�ZDV�SDLG�LQ������XSRQ�WKH�FRPSOHWLRQ�RI�FRQVWUXFWLRQ���7KH�DJUHHPHQW�
LV�FXUUHQWO\�EHLQJ�WUHDWHG�DV�D�FDSLWDO�OHDVH���%HFDXVH�WKHUH�LV�QR�UHPDLQLQJ�REOLJDWLRQ��QR�FDSLWDO�
OHDVH�REOLJDWLRQ�KDV�EHHQ�UHSRUWHG�E\�0($&��DQG�QR�FDSLWDO�OHDVH�UHFHLYDEOH�KDV�EHHQ�UHSRUWHG�E\�
WKH�XQLYHUVLW\�
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5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH�
�RI�WKH�1HW�3HQVLRQ�/LDELOLW\�

&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�:LWKLQ�7&56�

���

3URSRUWLRQ�RI�
WKH�1HW�3HQVLRQ�

/LDELOLW\

3URSRUWLRQDWH�
6KDUH�RI�WKH�
1HW�3HQVLRQ�
/LDELOLW\

&RYHUHG�
3D\UROO�

3URSRUWLRQDWH�
6KDUH�RI�WKH�
1HW�3HQVLRQ�
/LDELOLW\�DV�D�
3HUFHQWDJH�RI�
,WV�&RYHUHG�
3D\UROO�

3ODQ�
)LGXFLDU\�1HW�
3RVLWLRQ�DV�D�
3HUFHQWDJH�RI�
WKH�7RWDO�
3HQVLRQ�
/LDELOLW\

����� ���������� ������������ ������������ ������� �������
����� ���������� ������������ ������������ ������� �������
����� ���������� ������������ ������������ ������� �������
����� ���������� ������������ ������������ ������� �������
����� ���������� ������������ ������������ ������� �������

�� 7R�FRUUHVSRQG�ZLWK�WKH�PHDVXUHPHQW�GDWH��WKH�DPRXQWV�SUHVHQWHG�ZHUH�GHWHUPLQHG�DV�RI�-XQH�
���RI�WKH�SULRU�ILVFDO�\HDU��

�� 7KLV� LV�D����\HDU� VFKHGXOH��KRZHYHU�� WKH� LQIRUPDWLRQ� LQ� WKLV� VFKHGXOH� LV�QRW� UHTXLUHG� WR�EH�
SUHVHQWHG�UHWURDFWLYHO\���<HDUV�ZLOO�EH�DGGHG�WR�WKLV�VFKHGXOH�LQ�IXWXUH�\HDUV�XQWLO����\HDUV�RI�
LQIRUPDWLRQ�LV�DYDLODEOH��
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($67�7(11(66((�67$7(�81,9(56,7<�
5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH�
�RI�WKH�1HW�3HQVLRQ�$VVHW

6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�:LWKLQ�7&56�

���

3URSRUWLRQ�RI�
WKH�1HW�3HQVLRQ�

$VVHW�

3URSRUWLRQDWH�
6KDUH�RI�WKH�
1HW�3HQVLRQ�

$VVHW�
&RYHUHG�
3D\UROO�

3URSRUWLRQDWH�
6KDUH�RI�WKH�
1HW�3HQVLRQ�
$VVHW�DV�D�

3HUFHQWDJH�RI�
,WV�&RYHUHG�
3D\UROO�

3ODQ�
)LGXFLDU\�1HW�
3RVLWLRQ�DV�D�
3HUFHQWDJH�RI�
WKH�7RWDO�
3HQVLRQ��
/LDELOLW\

����� ���������� ��������� ������������ ������ ��������
����� ���������� ��������� ������������ ������ ��������
����� ���������� ��������� ������������� ������ ��������
����� ���������� �������� ������������� ������ ��������

�� 7R�FRUUHVSRQG�ZLWK�WKH�PHDVXUHPHQW�GDWH��WKH�DPRXQWV�SUHVHQWHG�ZHUH�GHWHUPLQHG�DV�RI�-XQH�
���RI�WKH�SULRU�ILVFDO�\HDU��

�� 7KLV� LV�D����\HDU� VFKHGXOH��KRZHYHU�� WKH� LQIRUPDWLRQ� LQ� WKLV� VFKHGXOH� LV�QRW� UHTXLUHG� WR�EH�
SUHVHQWHG�UHWURDFWLYHO\���<HDUV�ZLOO�EH�DGGHG�WR�WKLV�VFKHGXOH�LQ�IXWXUH�\HDUV�XQWLO����\HDUV�RI�
LQIRUPDWLRQ�LV�DYDLODEOH��
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($67�7(11(66((�67$7(�81,9(56,7<�
5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�&RQWULEXWLRQV��
&ORVHG�6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�3HQVLRQ�3ODQ�:LWKLQ�7&56�

���

&RQWUDFWXDOO\�
'HWHUPLQHG�
&RQWULEXWLRQV�

&RQWULEXWLRQV�
LQ�5HODWLRQ�WR�
&RQWUDFWXDOO\�
'HWHUPLQHG��
&RQWULEXWLRQV�

&RQWULEXWLRQ�
'HILFLHQF\�
�([FHVV��

&RYHUHG�
3D\UROO�

&RQWULEXWLRQV�
DV�D�

3HUFHQWDJH�RI�
&RYHUHG�
3D\UROO�

����� ����������� ����������� ��������������� ������������ �������
����� ���������� ���������� ������� ����������� �������
����� ���������� ���������� � �� ����������� �������
����� ���������� ���������� �� ����������� �������
����� ���������� ���������� �� ����������� �������
����� ���������� ���������� �� ����������� �������
����� ���������� ���������� �� ����������� �������
����� ���������� ���������� �� ����������� �������
����� ���������� ���������� �� ����������� �������
����� ���������� ���������� �� ����������� �������

1RWHV�WR�6FKHGXOH��

&KDQJHV�RI�DVVXPSWLRQV���,Q�������WKH�IROORZLQJ�DVVXPSWLRQV�ZHUH�FKDQJHG���GHFUHDVHG�LQIODWLRQ�
UDWH�IURP����WR�������GHFUHDVHG�WKH�LQYHVWPHQW�UDWH�RI�UHWXUQ�IURP������WR��������GHFUHDVHG�WKH�
FRVW�RI�OLYLQJ�DGMXVWPHQW�IURP������WR��������GHFUHDVHG�VDODU\�JURZWK�JUDGHG�UDQJHV�IURP�DQ�
DYHUDJH�RI�������WR�DQ�DYHUDJH�RI�����DQG�PRGLILHG�PRUWDOLW\�DVVXPSWLRQV��

7R�FRUUHVSRQG�ZLWK�WKH�UHSRUWLQJ�GDWH��WKH�DPRXQWV�SUHVHQWHG�ZHUH�GHWHUPLQHG�DV�RI�-XQH����RI�
WKH�VWDWHG�ILVFDO�\HDU��
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($67�7(11(66((�67$7(�81,9(56,7<�
5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�&RQWULEXWLRQV��
6WDWH�DQG�+LJKHU�(GXFDWLRQ�(PSOR\HH�5HWLUHPHQW�3ODQ�:LWKLQ�7&56�

���

&RQWUDFWXDOO\�
'HWHUPLQHG�
&RQWULEXWLRQV�

&RQWULEXWLRQV�
LQ�5HODWLRQ�WR�
&RQWUDFWXDOO\�
'HWHUPLQHG��
&RQWULEXWLRQV�

&RQWULEXWLRQ�
'HILFLHQF\�
�([FHVV��

&RYHUHG�
3D\UROO�

&RQWULEXWLRQV�
DV�D�

3HUFHQWDJH�RI�
&RYHUHG�
3D\UROO�

����� ��������� ��������� ��������������� ������������ ������
����� �������� �������� ��������� ����������� ������
����� �������� �������� � �� ����������� ������
����� �������� �������� �� ���������� ������
����� ������� ������� �� ���������� ������

1RWHV�WR�6FKHGXOH��

&KDQJHV�RI�DVVXPSWLRQV���,Q�������WKH�IROORZLQJ�DVVXPSWLRQV�ZHUH�FKDQJHG���GHFUHDVHG�LQIODWLRQ�
UDWH�IURP����WR�������GHFUHDVHG�WKH�LQYHVWPHQW�UDWH�RI�UHWXUQ�IURP������WR��������GHFUHDVHG�WKH�
FRVW�RI�OLYLQJ�DGMXVWPHQW�IURP������WR��������GHFUHDVHG�VDODU\�JURZWK�JUDGHG�UDQJHV�IURP�DQ�
DYHUDJH�RI�������WR�DQ�DYHUDJH�RI�����DQG�PRGLILHG�PRUWDOLW\�DVVXPSWLRQV��

�� 7KLV�LV�D����\HDU�VFKHGXOH��KRZHYHU��FRQWULEXWLRQV�WR�WKLV�SODQ�EHJDQ�LQ��������<HDUV�ZLOO�EH�
DGGHG�WR�WKLV�VFKHGXOH�LQ�IXWXUH�\HDUV�XQWLO����\HDUV�RI�LQIRUPDWLRQ�LV�DYDLODEOH��

�� 7R�FRUUHVSRQG�ZLWK�WKH�UHSRUWLQJ�GDWH��WKH�DPRXQWV�SUHVHQWHG�ZHUH�GHWHUPLQHG�DV�RI�-XQH����
RI�WKH�VWDWHG�ILVFDO�\HDU��
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($67�7(11(66((�67$7(�81,9(56,7<�
5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH�RI�
�WKH�&ROOHFWLYH�7RWDO�23(%�/LDELOLW\��

&ORVHG�6WDWH�(PSOR\HH�*URXS�23(%�3ODQ�

���

� � $PRXQWV�([SUHVVHG�LQ�7KRXVDQGV�

�������������������������������������������������������������������������������������������������������������������������������������������
8QLYHUVLW\¶V�SURSRUWLRQ�RI�WKH�FROOHFWLYH�WRWDO�
����23(%�OLDELOLW\� � ���������������������������������
8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH��
����WRWDO�23(%�OLDELOLW\� � �������������������������������������
8QLYHUVLW\¶V�FRYHUHG�HPSOR\HH�SD\UROO�� � �����������������������������������
8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH��
����WRWDO�23(%�OLDELOLW\�DV�D�SHUFHQWDJH�RI�LWV��
����FRYHUHG�HPSOR\HH�SD\UROO� � ����������������������������������

�� 7KHUH�DUH�QR�DVVHWV�DFFXPXODWLQJ� LQ�D� WUXVW� WKDW�PHHWV� WKH�FULWHULD� LQ�SDUDJUDSK���RI�*$6%�
6WDWHPHQW����UHODWHG�WR�WKLV�23(%�SODQ��

�� 7KLV� LV�D����\HDU� VFKHGXOH��KRZHYHU�� WKH� LQIRUPDWLRQ� LQ� WKLV� VFKHGXOH� LV�QRW� UHTXLUHG� WR�EH�
SUHVHQWHG�UHWURDFWLYHO\���<HDUV�ZLOO�EH�DGGHG�WR�WKLV�VFKHGXOH�LQ�IXWXUH�\HDUV�XQWLO����\HDUV�RI�
LQIRUPDWLRQ�LV�DYDLODEOH��

�� 7KH�DPRXQWV�UHSRUWHG�IRU�HDFK�ILVFDO�\HDU�ZHUH�GHWHUPLQHG�DV�RI�WKH�SULRU�ILVFDO�\HDU�HQG��
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($67�7(11(66((�67$7(�81,9(56,7<�
5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

6FKHGXOH�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�3URSRUWLRQDWH�6KDUH�
�RI�WKH�&ROOHFWLYH�7RWDO�23(%�/LDELOLW\��

&ORVHG�7HQQHVVHH�23(%�3ODQ�

���

� � $PRXQWV�([SUHVVHG�LQ�7KRXVDQGV�

��������������������������������������������������������������������������������������������������������������������������������������������������
8QLYHUVLW\¶V�SURSRUWLRQ�RI�WKH�FROOHFWLYH�WRWDO�23(%�OLDELOLW\� ��������������������������������
8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO��
����23(%�OLDELOLW\� � �����������������������������������������������
3ULPDU\�JRYHUQPHQW¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�
����WRWDO�23(%�OLDELOLW\� � ���������������������������������
7RWDO�23(%�OLDELOLW\�DVVRFLDWHG�ZLWK�WKH�XQLYHUVLW\� ���������������������������������

8QLYHUVLW\¶V�FRYHUHG�HPSOR\HH�SD\UROO������������������������������������������������������������������������������
8QLYHUVLW\¶V�SURSRUWLRQDWH�VKDUH�RI�WKH�FROOHFWLYH�WRWDO��
����23(%�OLDELOLW\�DV�D�SHUFHQWDJH�RI�LWV�FRYHUHG�HPSOR\HH�
����SD\UROO� � � ������������������������������

�� 7KHUH�DUH�QR�DVVHWV�DFFXPXODWLQJ� LQ�D� WUXVW� WKDW�PHHWV� WKH�FULWHULD� LQ�SDUDJUDSK���RI�*$6%�
6WDWHPHQW����UHODWHG�WR�WKLV�23(%�SODQ��

�� 7KLV� LV�D����\HDU� VFKHGXOH��KRZHYHU�� WKH� LQIRUPDWLRQ� LQ� WKLV� VFKHGXOH� LV�QRW� UHTXLUHG� WR�EH�
SUHVHQWHG�UHWURDFWLYHO\�� �<HDUV�ZLOO�EH�DGGHG�WR� WKLV�VFKHGXOH� LQ�IXWXUH�ILVFDO�\HDUV�XQWLO����
\HDUV�RI�LQIRUPDWLRQ�LV�DYDLODEOH��

�� 7KH�DPRXQWV�UHSRUWHG�IRU�HDFK�ILVFDO�\HDU�ZHUH�GHWHUPLQHG�DV�RI�WKH�SULRU�ILVFDO�\HDU�HQG��
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&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV
*LIWV�DQG�FRQWULEXWLRQV �����������������
3D\PHQWV�WR�VXSSOLHUV�DQG�YHQGRUV ��������������
3D\PHQWV�IRU�VFKRODUVKLSV�DQG�IHOORZVKLSV ��������������
3D\PHQWV�WR�RU�RQ�EHKDOI�RI�(768 ��������������
2WKHU�UHFHLSWV��SD\PHQWV� ������������

1HW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV ��������������

&DVK�IORZV�IURP�QRQFDSLWDO�ILQDQFLQJ�DFWLYLWLHV
3ULYDWH�JLIWV�IRU�HQGRZPHQW�SXUSRVHV ������������

1HW�FDVK�SURYLGHG�E\�QRQFDSLWDO�ILQDQFLQJ�DFWLYLWLHV ������������

&DVK�IORZV�IURP�FDSLWDO�DQG�UHODWHG�ILQDQFLQJ�DFWLYLWLHV
3XUFKDVH�RI�FDSLWDO�DVVHWV�DQG�FRQVWUXFWLRQ �����������

1HW�FDVK�XVHG�E\�FDSLWDO�DQG�UHODWHG�ILQDQFLQJ�DFWLYLWLHV �����������

&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV
3URFHHGV�IURP�VDOHV�DQG�PDWXULWLHV�RI�LQYHVWPHQWV �������������
,QFRPH�RQ�LQYHVWPHQWV ������������
3XUFKDVHV�RI�LQYHVWPHQWV ���������������

1HW�FDVK�SURYLGHG�E\�LQYHVWLQJ�DFWLYLWLHV ����������

1HW�LQFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV ���������
&DVK�DQG�FDVK�HTXLYDOHQWV���EHJLQQLQJ�RI�\HDU ������������
&DVK�DQG�FDVK�HTXLYDOHQWV���HQG�RI�\HDU �����������������

5HFRQFLOLDWLRQ�RI�RSHUDWLQJ�ORVV�WR�QHW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV�
2SHUDWLQJ�ORVV ������������������
$GMXVWPHQWV�WR�UHFRQFLOH�RSHUDWLQJ�ORVV�WR�QHW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV�
&KDQJH�LQ�DVVHWV�DQG�OLDELOLWLHV�
3OHGJHV�UHFHLYDEOH��QHW ����������
$FFRXQWV�SD\DEOH ����������
2WKHU�OLDELOLWLHV ��������

1HW�FDVK�XVHG�E\�RSHUDWLQJ�DFWLYLWLHV ������������������

1RQFDVK�LQYHVWLQJ��FDSLWDO��RU�ILQDQFLQJ�WUDQVDFWLRQV
*LIWV�RI�FDSLWDO�DVVHWV �������������������
8QUHDOL]HG�JDLQV�RQ�LQYHVWPHQWV ������������������

($67�7(11(66((�67$7(�81,9(56,7<
6XSSOHPHQWDU\�6FKHGXOH�RI�&DVK�)ORZV���(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�)RXQGDWLRQ

)RU�WKH�<HDU�(QGHG�-XQH���������
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&DVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV
&ROOHFWLRQV�IURP�SDWLHQW�FKDUJHV �����������������
3D\PHQWV�WR�HPSOR\HHV ���������������
3D\PHQWV�IRU�EHQHILWV ��������������
3D\PHQWV�WR�VXSSOLHUV�DQG�YHQGRUV ��������������
2WKHU�UHFHLSWV��SD\PHQWV� ��������������

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV ������������

&DVK�IORZV�IURP�QRQFDSLWDO�ILQDQFLQJ�DFWLYLWLHV
3D\PHQWV�WR�RU�RQ�EHKDOI�RI�(768�RU�(768�)RXQGDWLRQ ��������������

1HW�FDVK�XVHG�E\�QRQFDSLWDO�ILQDQFLQJ�DFWLYLWLHV ��������������

&DVK�IORZV�IURP�FDSLWDO�DQG�UHODWHG�ILQDQFLQJ�DFWLYLWLHV
3XUFKDVHV�RI�FDSLWDO�DVVHWV�DQG�FRQVWUXFWLRQ ������������

1HW�FDVK�XVHG�E\�FDSLWDO�DQG�UHODWHG�ILQDQFLQJ�DFWLYLWLHV ������������

&DVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV
3URFHHGV�IURP�VDOHV�DQG�PDWXULWLHV�RI�LQYHVWPHQWV ������������
,QFRPH�RQ�LQYHVWPHQWV ����������
3XUFKDVHV�RI�LQYHVWPHQWV ��������������
2WKHU�LQYHVWLQJ�UHFHLSWV��SD\PHQWV� ����������

1HW�FDVK�SURYLGHG�E\�LQYHVWLQJ�DFWLYLWLHV ����������

1HW�LQFUHDVH�LQ�FDVK� ����������
&DVK����EHJLQQLQJ�RI�\HDU ������������
&DVK����HQG�RI�\HDU ������������������

5HFRQFLOLDWLRQ�RI�RSHUDWLQJ�JDLQ�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�
2SHUDWLQJ�JDLQ� ������������������
$GMXVWPHQWV�WR�UHFRQFLOH�RSHUDWLQJ�JDLQ�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�
��1RQFDVK�RSHUDWLQJ�H[SHQVHV ����������
&KDQJHV�LQ�DVVHWV�DQG�OLDELOLWLHV�
5HFHLYDEOHV ��������������
3UHSDLG�H[SHQVHV ���������
$FFRXQWV�SD\DEOH �����������
$FFUXHG�OLDELOLWLHV ����������
&RPSHQVDWHG�DEVHQFHV ������
'HSRVLWV�KHOG�LQ�FXVWRG\�IRU�RWKHUV ���������
2WKHU�OLDELOLWLHV ����������

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV ������������������

1RQFDVK�LQYHVWLQJ��FDSLWDO��RU�ILQDQFLQJ�WUDQVDFWLRQV
�8QUHDOL]HG�JDLQV�RQ�LQYHVWPHQWV ��������������������
��/RVV�RQ�GLVSRVDO�RI�FDSLWDO�DVVHWV ���������������������

($67�7(11(66((�67$7(�81,9(56,7<
6XSSOHPHQWDU\�6FKHGXOH�RI�&DVK�)ORZV���0HGLFDO�(GXFDWLRQ�$VVLVWDQFH�&RUSRUDWLRQ

)RU�WKH�<HDU�(QGHG�-XQH���������

��
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,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU��
)LQDQFLDO�5HSRUWLQJ�DQG�RQ�&RPSOLDQFH�DQG�2WKHU�0DWWHUV�
%DVHG�RQ�DQ�$XGLW�RI�)LQDQFLDO�6WDWHPHQWV�3HUIRUPHG�LQ��

$FFRUGDQFH�:LWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV�

7KH�+RQRUDEOH�%LOO�/HH��*RYHUQRU�
0HPEHUV�RI�WKH�*HQHUDO�$VVHPEO\�
'U��%ULDQ�1RODQG��3UHVLGHQW�

:H�KDYH�DXGLWHG�WKH�ILQDQFLDO�VWDWHPHQWV�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\��DQ�LQVWLWXWLRQ�RI�WKH�
6WDWH�8QLYHUVLW\�DQG�&RPPXQLW\�&ROOHJH�6\VWHP�RI�7HQQHVVHH��ZKLFK�LV�D�FRPSRQHQW�XQLW�RI�WKH�
6WDWH�RI�7HQQHVVHH��DQG�LWV�GLVFUHWHO\�SUHVHQWHG�FRPSRQHQW�XQLWV�DV�RI�DQG�IRU�WKH�\HDU�HQGHG�-XQH�
���� ������ DQG� WKH� UHODWHG� QRWHV� WR� WKH� ILQDQFLDO� VWDWHPHQWV�� ZKLFK� FROOHFWLYHO\� FRPSULVH� WKH�
XQLYHUVLW\¶V�EDVLF�ILQDQFLDO�VWDWHPHQWV��DQG�KDYH�LVVXHG�RXU�UHSRUW�WKHUHRQ�'HFHPEHU�����������:H�
FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�WKH�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�
6WDWHV� RI� $PHULFD� DQG� WKH� VWDQGDUGV� DSSOLFDEOH� WR� ILQDQFLDO� DXGLWV� FRQWDLQHG� LQ�*RYHUQPHQW�
$XGLWLQJ�6WDQGDUGV�LVVXHG�E\�WKH�&RPSWUROOHU�*HQHUDO�RI�WKH�8QLWHG�6WDWHV���2XU�UHSRUW�LQFOXGHV�D�
UHIHUHQFH�WR�RWKHU�DXGLWRUV�ZKR�DXGLWHG�WKH�ILQDQFLDO�VWDWHPHQWV�RI�(DVW�7HQQHVVHH�6WDWH�8QLYHUVLW\�
)RXQGDWLRQ�DQG�WKH�0HGLFDO�(GXFDWLRQ�$VVLVWDQFH�&RUSRUDWLRQ��DV�GHVFULEHG�LQ�RXU�UHSRUW�RQ�(DVW�
7HQQHVVHH�6WDWH�8QLYHUVLW\¶V�ILQDQFLDO�VWDWHPHQWV���7KLV�UHSRUW�GRHV�QRW�LQFOXGH�WKH�UHVXOWV�RI�WKH�
RWKHU�DXGLWRUV¶�WHVWLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RU�FRPSOLDQFH�DQG�RWKHU�PDWWHUV�
WKDW�DUH�UHSRUWHG�RQ�VHSDUDWHO\�E\�WKRVH�DXGLWRUV��

,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ

,Q�SODQQLQJ�DQG�SHUIRUPLQJ�RXU�DXGLW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZH�FRQVLGHUHG�WKH�XQLYHUVLW\¶V�
LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��LQWHUQDO�FRQWURO��WR�GHWHUPLQH�WKH�DXGLW�SURFHGXUHV�WKDW�
DUH�DSSURSULDWH�LQ�WKH�FLUFXPVWDQFHV�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�RXU�RSLQLRQV�RQ�WKH�ILQDQFLDO�
VWDWHPHQWV��EXW�QRW�IRU�WKH�SXUSRVH�RI�H[SUHVVLQJ�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�XQLYHUVLW\¶V�
LQWHUQDO�FRQWURO���$FFRUGLQJO\��ZH�GR�QRW�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�XQLYHUVLW\¶V�
LQWHUQDO�FRQWURO���

$�GHILFLHQF\�LQ�LQWHUQDO�FRQWURO�H[LVWV�ZKHQ�WKH�GHVLJQ�RU�RSHUDWLRQ�RI�D�FRQWURO�GRHV�QRW�DOORZ�
PDQDJHPHQW�RU�HPSOR\HHV��LQ�WKH�QRUPDO�FRXUVH�RI�SHUIRUPLQJ�WKHLU�DVVLJQHG�IXQFWLRQV��WR�SUHYHQW��
RU�GHWHFW�DQG�FRUUHFW��PLVVWDWHPHQWV�RQ�D�WLPHO\�EDVLV���$�PDWHULDO�ZHDNQHVV�LV�D�GHILFLHQF\��RU�D�
FRPELQDWLRQ�RI�GHILFLHQFLHV��LQ�LQWHUQDO�FRQWURO��VXFK�WKDW�WKHUH�LV�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�D�
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PDWHULDO�PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�VWDWHPHQWV�ZLOO�QRW�EH�SUHYHQWHG��RU�GHWHFWHG�DQG�FRUUHFWHG�
RQ�D�WLPHO\�EDVLV���$�VLJQLILFDQW�GHILFLHQF\� LV�D�GHILFLHQF\��RU�D�FRPELQDWLRQ�RI�GHILFLHQFLHV��LQ�
LQWHUQDO�FRQWURO�WKDW�LV�OHVV�VHYHUH�WKDQ�D�PDWHULDO�ZHDNQHVV�\HW�LPSRUWDQW�HQRXJK�WR�PHULW�DWWHQWLRQ�
E\�WKRVH�FKDUJHG�ZLWK�JRYHUQDQFH����

2XU�FRQVLGHUDWLRQ�RI�LQWHUQDO�FRQWURO�ZDV�IRU�WKH�OLPLWHG�SXUSRVH�GHVFULEHG�LQ�WKH�ILUVW�SDUDJUDSK�
RI�WKLV�VHFWLRQ�DQG�ZDV�QRW�GHVLJQHG�WR�LGHQWLI\�DOO�GHILFLHQFLHV�LQ�LQWHUQDO�FRQWURO�WKDW�PLJKW�EH�
PDWHULDO�ZHDNQHVVHV�RU�VLJQLILFDQW�GHILFLHQFLHV���*LYHQ�WKHVH�OLPLWDWLRQV��GXULQJ�RXU�DXGLW�ZH�GLG�
QRW� LGHQWLI\� DQ\� GHILFLHQFLHV� LQ� LQWHUQDO� FRQWURO� WKDW� ZH� FRQVLGHU� WR� EH� PDWHULDO� ZHDNQHVVHV���
+RZHYHU��PDWHULDO�ZHDNQHVVHV�PD\�H[LVW�WKDW�KDYH�QRW�EHHQ�LGHQWLILHG��

&RPSOLDQFH�DQG�2WKHU�0DWWHUV

$V�SDUW�RI�REWDLQLQJ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�XQLYHUVLW\¶V�ILQDQFLDO�VWDWHPHQWV�DUH�
IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZH�SHUIRUPHG�WHVWV�RI�LWV�FRPSOLDQFH�ZLWK�FHUWDLQ�SURYLVLRQV�RI�
ODZV��UHJXODWLRQV��FRQWUDFWV��DQG�JUDQW�DJUHHPHQWV��QRQFRPSOLDQFH�ZLWK�ZKLFK�FRXOG�KDYH�D�GLUHFW�
DQG�PDWHULDO�HIIHFW�RQ�WKH�GHWHUPLQDWLRQ�RI�ILQDQFLDO�VWDWHPHQW�DPRXQWV���+RZHYHU��SURYLGLQJ�DQ�
RSLQLRQ�RQ�FRPSOLDQFH�ZLWK�WKRVH�SURYLVLRQV�ZDV�QRW�DQ�REMHFWLYH�RI�RXU�DXGLW��DQG�DFFRUGLQJO\��
ZH� GR� QRW� H[SUHVV� VXFK� DQ� RSLQLRQ�� � 7KH� UHVXOWV� RI� RXU� WHVWV� GLVFORVHG� QR� LQVWDQFHV� RI�
QRQFRPSOLDQFH� RU� RWKHU� PDWWHUV� WKDW� DUH� UHTXLUHG� WR� EH� UHSRUWHG� XQGHU�*RYHUQPHQW� $XGLWLQJ�
6WDQGDUGV��

3XUSRVH�RI�7KLV�5HSRUW�

7KH�SXUSRVH�RI� WKLV� UHSRUW� LV�VROHO\� WR�GHVFULEH� WKH�VFRSH�RI�RXU� WHVWLQJ�RI� LQWHUQDO�FRQWURO�DQG�
FRPSOLDQFH�DQG�WKH�UHVXOWV�RI�WKDW�WHVWLQJ��DQG�QRW�WR�SURYLGH�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�
HQWLW\¶V�LQWHUQDO�FRQWURO�RU�RQ�FRPSOLDQFH���7KLV�UHSRUW�LV�DQ�LQWHJUDO�SDUW�RI�DQ�DXGLW�SHUIRUPHG�LQ�
DFFRUGDQFH�ZLWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV�LQ�FRQVLGHULQJ�WKH�HQWLW\¶V�LQWHUQDO�FRQWURO�DQG�
FRPSOLDQFH���$FFRUGLQJO\��WKLV�FRPPXQLFDWLRQ�LV�QRW�VXLWDEOH�IRU�DQ\�RWKHU�SXUSRVH��

� � � 'HERUDK�9��/RYHOHVV��&3$��'LUHFWRU�
� � � 'LYLVLRQ�RI�6WDWH�$XGLW�
� � � 'HFHPEHU���������
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