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Auditor’s Summary
Financial and Compliance Audit of the  
Department of Health
Financial Statements, Fiscal Year Ended June 30, 2019

Financial Highlights
FOR THE FISCAL YEAR ended June 30, 2019, DOH reported 
total revenues of $860.9 million and total expenses of  
$800.7 million, resulting in an increase in net position of 
$60.2 million.  Revenues included $678.4 million from general 
revenues, $154.3 million from operating grants and contributions, 
and $28.2 million from service charges.

THE PRIMARY PURPOSE of the audit was to form an opinion on the fairness of the presentation of the financial 
statements for the Department of Health, as of and for the fiscal year ended June 30, 2019, and to comply with 
Title 2, U.S. Code of Federal Regulations, Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance), which established audit requirements for state and 
local governmental units that receive federal awards. The audit was conducted by KMH LLP.

About the Department
The mission of the Department 
of Health (DOH) is to protect and 
improve the health and environment 
for all people in Hawai‘i.  DOH 
administers and oversees statewide 
personal health services, health 
promotion and disease prevention, 
mental health programs, monitoring 
of the environment, and the 
enforcement of environmental health 
laws.  It administers federal grants to 
support the State’s health services 
and programs and is organized 
into four major administrations: 
Behavioral Health Services 
Administration, Health Resources 
Administration, Environmental 
Health Administration, and General 
Administration.
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Expenses included $284 million for health 
resources, $385.4 million for behavioral health, 
$81.2 million for environmental health, and  
$50.1 million for general administration.

As of June 30, 2019, total assets and deferred 
outflows of resources exceeded total liabilities  
and deferred inflows of resources by $1.12 billion.  
Total assets and deferred outflows of resources of 
$1.29 billion included (1) cash of $589 million,  
(2) receivables of $28 million, (3) loans receivable  
of $550 million, (4) accrued interest and loan fees 
of $5 million, (5) deferred outflows of resources 
of $2 million, and (6) net capital assets of $112 
million.  Total liabilities and deferred inflows of resources totaled $163 million.  DOH’s net position of  
$1.12 billion is comprised of a restricted amount of $808 million, of which $744 million is for loans; an 
unrestricted amount of $204 million; and net investment in capital assets of $111 million.

Auditors’ Opinions
DOH RECEIVED AN UNMODIFIED OPINION that its financial statements were presented fairly, in all 
material respects, in accordance with generally accepted accounting principles.  DOH received a qualified 
opinion on its compliance with major federal programs in accordance with the Uniform Guidance. 

Findings
THERE WAS ONE MATERIAL WEAKNESS and one significant deficiency in internal control over financial 
reporting that are required to be reported under Government Auditing Standards.  The material weakness  
is described on pages 93-94 of the report and the significant deficiency is described on pages 95-97 of  
the report.

A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a 
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented 
or detected and corrected on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with governance.

There were three material weaknesses in internal control over compliance that are required to be reported 
in accordance with the Uniform Guidance.  A material weakness in internal control over compliance 
is a deficiency, or a combination of deficiencies, in internal control over compliance, such that there is 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented or detected and corrected on a timely basis.  The material weaknesses are 
described on pages 98-102 of the report.

For the complete report and financial statements visit our website at:
http://files.hawaii.gov/auditor/Reports/2019_Audit/DOH2019.pdf
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7KLV�LV�RXU�UHSRUW�RQ�WKH�ILQDQFLDO�DXGLW�RI�WKH�'HSDUWPHQW�RI�+HDOWK��WKH�6WDWH�RI�+DZDLL��'HSDUWPHQW��
DV�RI�DQG�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH������������2XU�DXGLW�ZDV�SHUIRUPHG�LQ�DFFRUGDQFH�ZLWK�WKH�WHUPV�
RI� RXU� FRQWUDFW� ZLWK� WKH� 6WDWH� RI� +DZDLL� DQG�ZLWK� WKH� UHTXLUHPHQWV� RI� 7LWOH� ��8�6�� &RGH� RI� )HGHUDO�
5HJXODWLRQV�3DUW������8QLIRUP�$GPLQLVWUDWLYH�5HTXLUHPHQWV��&RVW�3ULQFLSOHV��DQG�$XGLW�5HTXLUHPHQWV�
IRU�)HGHUDO�$ZDUGV��8QLIRUP�*XLGDQFH��DQG�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��$XGLWV�RI�6WDWHV��/RFDO�
*RYHUQPHQWV��DQG�1RQ�3URILW�2UJDQL]DWLRQV��

2%-(&7,9(6�2)�7+(�$8',7

7KH� SULPDU\� SXUSRVH� RI� RXU� DXGLW� ZDV� WR� IRUP� RSLQLRQV� RQ� WKH� IDLUQHVV� RI� WKH� SUHVHQWDWLRQ� RI� WKH�
'HSDUWPHQW¶V�EDVLF�ILQDQFLDO�VWDWHPHQWV�DV�RI�DQG�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������DQG�WR�FRPSO\�
ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�8QLIRUP�*XLGDQFH���7KH�REMHFWLYHV�RI�WKH�DXGLW�ZHUH�DV�IROORZV��

��� 7R� SURYLGH� D� EDVLV� IRU� DQ� RSLQLRQ�RQ� WKH� IDLUQHVV� RI� WKH� SUHVHQWDWLRQ� RI� WKH�'HSDUWPHQW¶V�
EDVLF�ILQDQFLDO�VWDWHPHQWV��LQFOXGLQJ�ZKHWKHU�WKH�VFKHGXOH�RI�H[SHQGLWXUHV�RI�IHGHUDO�DZDUGV�
LV�IDLUO\�VWDWHG�LQ�UHODWLRQ�WR�WKH�ILQDQFLDO�VWDWHPHQWV��

��� 7R�FRQVLGHU�WKH�'HSDUWPHQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQ�RUGHU�WR�GHWHUPLQH�
RXU� DXGLWLQJ� SURFHGXUHV� IRU� WKH� SXUSRVH� RI� H[SUHVVLQJ� RXU� RSLQLRQV� RQ� WKH� EDVLF� ILQDQFLDO�
VWDWHPHQWV��

��� 7R� SHUIRUP� WHVWV� RQ� WKH� 'HSDUWPHQW¶V� FRPSOLDQFH� ZLWK� ODZV�� UHJXODWLRQV�� FRQWUDFWV�� DQG�
JUDQWV�� LQFOXGLQJ� DSSOLFDEOH� SURYLVLRQV� RI� WKH� +DZDLL� 3XEOLF� 3URFXUHPHQW� &RGH� �&KDSWHU�
���'�DQG����)��+DZDLL�5HYLVHG�6WDWXWHV���WKDW�FRXOG�KDYH�D�GLUHFW�DQG�PDWHULDO�HIIHFW�RQ�WKH�
GHWHUPLQDWLRQ�RI�ILQDQFLDO�VWDWHPHQW�DPRXQWV��

��� 7R�FRQVLGHU�WKH�'HSDUWPHQW¶V�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH�ZLWK�UHTXLUHPHQWV�WKDW�FRXOG�
KDYH� D� GLUHFW� DQG� PDWHULDO� HIIHFW� RQ� D� PDMRU� IHGHUDO� SURJUDP� LQ� RUGHU� WR� GHWHUPLQH� RXU�
DXGLWLQJ� SURFHGXUHV� IRU� WKH� SXUSRVH� RI� H[SUHVVLQJ�RXU� RSLQLRQV� RQ� FRPSOLDQFH� DQG� WR� WHVW�
DQG�UHSRUW�RQ�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH��

��� 7R� SURYLGH� D� EDVLV� IRU� RSLQLRQV� RQ� WKH� 'HSDUWPHQW¶V� FRPSOLDQFH� ZLWK� DSSOLFDEOH� ODZV��
UHJXODWLRQV��FRQWUDFWV��DQG�JUDQWV�WKDW�FRXOG�KDYH�D�GLUHFW�DQG�PDWHULDO�HIIHFW�RQ�HDFK�PDMRU�
IHGHUDO�SURJUDP�
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2XU�DXGLW�ZDV�SHUIRUPHG�LQ�DFFRUGDQFH�ZLWK�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�
RI� $PHULFD� DV� SUHVFULEHG� E\� WKH� $PHULFDQ� ,QVWLWXWH� RI� &HUWLILHG� 3XEOLF� $FFRXQWDQWV�� *RYHUQPHQW�
$XGLWLQJ�6WDQGDUGV�� LVVXHG�E\�WKH�&RPSWUROOHU�*HQHUDO�RI� WKH�8QLWHG�6WDWHV��DQG�WKH�SURYLVLRQV�RI� WKH�
8QLIRUP�*XLGDQFH���7KH�VFRSH�RI�RXU�DXGLW�LQFOXGHG�DQ�H[DPLQDWLRQ�RI�WKH�WUDQVDFWLRQV�DQG�DFFRXQWLQJ�
UHFRUGV�RI�WKH�'HSDUWPHQW�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������

25*$1,=$7,21�2)�7+(�5(3257�

7KLV�UHSRUW�LV�SUHVHQWHG�LQ�VL[�SDUWV�DV�IROORZV��

� �� 3DUW�,� ±� 7KH�EDVLF�ILQDQFLDO�VWDWHPHQWV�DQG�UHODWHG�QRWHV�WR�WKH�ILQDQFLDO�VWDWHPHQWV�RI��
� � � � WKH�'HSDUWPHQW�DV�RI�DQG�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������DQG�RXU��
� � � � RSLQLRQ�RQ�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��
� �� 3DUW�,,� ±� 2XU�UHSRUW�RQ�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�RQ�FRPSOLDQFH�DQG��
� � � � RWKHU�PDWWHUV��
� �� 3DUW�,,,� ±� 2XU� UHSRUW� RQ� FRPSOLDQFH� IRU� HDFK�PDMRU� SURJUDP� DQG� LQWHUQDO� FRQWURO� RYHU�

FRPSOLDQFH��
� �� 3DUW�,9�±� 7KH�VFKHGXOH�RI�ILQGLQJV�DQG�TXHVWLRQHG�FRVWV��
� �� 3DUW�9� ±� 7KH�VXPPDU\�VFKHGXOH�RI�SULRU�DXGLW�ILQGLQJV��
� �� 3DUW�9,�±� &RUUHFWLYH�DFWLRQ�SODQ�DV�SURYLGHG�E\�WKH�'HSDUWPHQW��

:H�ZLVK� WR�H[SUHVV�RXU�VLQFHUH�DSSUHFLDWLRQ� IRU� WKH�H[FHOOHQW�FRRSHUDWLRQ�DQG�DVVLVWDQFH�H[WHQGHG�E\�WKH�
RIILFHUV�DQG�VWDII�RI�WKH�'HSDUWPHQW��

6LQFHUHO\��

:LOFR[�&KR\�
3DUWQHU�



��

7DEOH�RI�&RQWHQWV

3DJH�

3$57�,� ),1$1&,$/�6(&7,21

� ,QGHSHQGHQW�$XGLWRU¶V�5HSRUW� ������

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

%DVLF�)LQDQFLDO�6WDWHPHQWV�

� *RYHUQPHQW�:LGH�)LQDQFLDO�6WDWHPHQWV�
� � 6WDWHPHQW�RI�1HW�3RVLWLRQ� ���
� � 6WDWHPHQW�RI�$FWLYLWLHV� ���
� )XQG�)LQDQFLDO�6WDWHPHQWV�

� � %DODQFH�6KHHW���*RYHUQPHQWDO�)XQGV� ���
� � 5HFRQFLOLDWLRQ�RI�WKH�*RYHUQPHQWDO�)XQGV�)XQG�%DODQFH�6KHHW�WR��
� � WKH�6WDWHPHQW�RI�1HW�3RVLWLRQ� ���
� � 6WDWHPHQW�RI�5HYHQXHV��([SHQGLWXUHV�DQG�&KDQJHV�LQ�

� )XQG�%DODQFHV���*RYHUQPHQWDO�)XQGV� ���
� 5HFRQFLOLDWLRQ�RI�WKH�6WDWHPHQW�RI�5HYHQXHV��([SHQGLWXUHV�DQG�&KDQJHV�LQ�

� � )XQG�%DODQFHV�WR�WKH�6WDWHPHQW�RI�$FWLYLWLHV� ���
� *HQHUDO�)XQG���%XGJHWDU\�&RPSDULVRQ�6WDWHPHQW� ���

� 6SHFLDO�5HYHQXH�)XQGV���%XGJHWDU\�&RPSDULVRQ�6WDWHPHQW� ���
� 6WDWHPHQW�RI�1HW�3RVLWLRQ���3URSULHWDU\�)XQGV� ���
� 6WDWHPHQW�RI�5HYHQXHV��([SHQVHV�DQG�&KDQJHV�LQ�

)XQG�1HW�3RVLWLRQ���3URSULHWDU\�)XQGV� ���
6WDWHPHQW�RI�&DVK�)ORZV���3URSULHWDU\�)XQGV� ���

� 6WDWHPHQW�RI�)LGXFLDU\�1HW�3RVLWLRQ���$JHQF\�)XQGV� ���
1RWHV�WR�%DVLF�)LQDQFLDO�6WDWHPHQWV� ������

� 6XSSOHPHQWDU\�,QIRUPDWLRQ��
� � 6FKHGXOH�RI�([SHQGLWXUHV�RI�)HGHUDO�$ZDUGV� ������
� � 1RWHV�WR�WKH�6FKHGXOH�RI�([SHQGLWXUHV�RI�)HGHUDO�$ZDUGV� ���
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7DEOH�RI�&RQWHQWV��FRQWLQXHG��

3DJH�

3$57�,,� 5(3257�21�,17(51$/�&21752/�29(5�),1$1&,$/�
5(3257,1*�$1'�21�&203/,$1&(�$1'�27+(5�0$77(56�
%$6('�21�$1�$8',7�2)�),1$1&,$/�67$7(0(176�
3(5)250('�,1�$&&25'$1&(�:,7+�*29(510(17�$8',7,1*�
67$1'$5'6� ������

3$57�,,,� 5(3257�21�&203/,$1&(�)25�($&+�0$-25�)('(5$/�
352*5$0�$1'�21� ,17(51$/� &21752/�29(5�
&203/,$1&(�5(48,5('�%<�7+(�81,)250�*8,'$1&( �����

3$57�,9� 6&+('8/(�2)�),1',1*6�$1'�48(67,21('�&2676� ������

3$57�9� 35,25�<($5�),1',1*6�$1'�48(67,21('�&2676� �������

3$57�9,� &255(&7,9(�$&7,21�3/$1� �������
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,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�

2IILFH�RI�WKH�$XGLWRU�
6WDWH�RI�+DZDLL�

5HSRUW�RQ�WKH�)LQDQFLDO�6WDWHPHQWV

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�ILQDQFLDO�VWDWHPHQWV�RI�WKH�JRYHUQPHQWDO�DFWLYLWLHV��WKH�EXVLQHVV�W\SH�
DFWLYLWLHV��HDFK�PDMRU�IXQG��DQG�WKH�DJJUHJDWH�UHPDLQLQJ�IXQG�LQIRUPDWLRQ�RI� WKH�'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL��'HSDUWPHQW���DV�RI�DQG�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������DQG�WKH�UHODWHG�QRWHV�WR�
WKH�ILQDQFLDO�VWDWHPHQWV��ZKLFK�FROOHFWLYHO\�FRPSULVH�WKH�'HSDUWPHQW
V�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�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�� 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�HQWLW\¶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� WKH� 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�� WKH� ILQDQFLDO� VWDWHPHQWV� UHIHUUHG� WR� DERYH� SUHVHQW� IDLUO\�� LQ� DOO� PDWHULDO� UHVSHFWV�� WKH�
UHVSHFWLYH�ILQDQFLDO�SRVLWLRQ�RI�WKH�JRYHUQPHQWDO�DFWLYLWLHV��WKH�EXVLQHVV�W\SH�DFWLYLWLHV��HDFK�PDMRU�IXQG��
DQG�WKH�DJJUHJDWH�UHPDLQLQJ�IXQG�LQIRUPDWLRQ�RI�WKH�'HSDUWPHQW�DV�RI�-XQH�����������DQG�WKH�UHVSHFWLYH�
FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ��DQG��ZKHUH�DSSOLFDEOH��LWV�FDVK�IORZV��DQG�EXGJHWDU\�FRPSDULVRQV�IRU�HDFK�
PDMRU� IXQG� IRU� WKH�\HDU� WKHQ�HQGHG� LQ�DFFRUGDQFH�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG� LQ� WKH�
8QLWHG�6WDWHV�RI�$PHULFD��

(PSKDVLV�RI�0DWWHUV�

$V�GLVFXVVHG�LQ�1RWH����WKH�ILQDQFLDO�VWDWHPHQWV�RI� WKH�'HSDUWPHQW�DUH�LQWHQGHG�WR�SUHVHQW�WKH�ILQDQFLDO�
SRVLWLRQ�� WKH� FKDQJHV� LQ� ILQDQFLDO� SRVLWLRQ�� DQG�� ZKHUH� DSSOLFDEOH�� LWV� FDVK� IORZV� DQG� EXGJHWDU\�
FRPSDULVRQV��RI�RQO\�WKDW�SRUWLRQ�RI�WKH�JRYHUQPHQWDO�DFWLYLWLHV��WKH�EXVLQHVV�W\SH�DFWLYLWLHV��HDFK�PDMRU�
IXQG�� DQG� WKH� DJJUHJDWH� UHPDLQLQJ� IXQG� LQIRUPDWLRQ� RI� WKH� 6WDWH� RI� +DZDLL� WKDW� LV� DWWULEXWDEOH� WR� WKH�
WUDQVDFWLRQV�RI�WKH�'HSDUWPHQW���7KH\�GR�QRW�SXUSRUW�WR��DQG�GR�QRW��SUHVHQW�IDLUO\�WKH�ILQDQFLDO�SRVLWLRQ�RI�
WKH�6WDWH�RI�+DZDLL�DV�RI�-XQH�����������WKH�FKDQJHV�LQ�ILQDQFLDO�SRVLWLRQ��RU��ZKHUH�DSSOLFDEOH��LWV�FDVK�
IORZV� DQG� EXGJHWDU\� FRPSDULVRQV�� IRU� WKH� \HDU� WKHQ� HQGHG� LQ� FRQIRUPLW\� ZLWK� DFFRXQWLQJ� SULQFLSOHV�
JHQHUDOO\� DFFHSWHG� LQ� WKH�8QLWHG� 6WDWHV� RI�$PHULFD�� �2XU� RSLQLRQ� LV� QRW�PRGLILHG�ZLWK� UHVSHFW� WR� WKLV�
PDWWHU��

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����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��ZKR�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�RXU�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��



��

2WKHU�,QIRUPDWLRQ

2XU�DXGLW�ZDV�FRQGXFWHG�IRU�WKH�SXUSRVH�RI�IRUPLQJ�RSLQLRQV�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�WKDW�FROOHFWLYHO\�
FRPSULVH�WKH�'HSDUWPHQW¶V�EDVLF�ILQDQFLDO�VWDWHPHQWV���7KH�VFKHGXOH�RI�H[SHQGLWXUHV�RI�IHGHUDO�DZDUGV��DV�
UHTXLUHG�E\�WKH�2IILFH�RI�0DQDJHPHQW�DQG�7LWOH���8�6��&RGH�RI�)HGHUDO�5HJXODWLRQV�3DUW������8QLIRUP�
$GPLQLVWUDWLYH� 5HTXLUHPHQWV�� &RVW� 3ULQFLSOHV�� DQG� $XGLW� 5HTXLUHPHQWV� IRU� )HGHUDO� $ZDUGV� �8QLIRUP�
*XLGDQFH���LV�QRW�D�UHTXLUHG�SDUW�RI�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��

7KH�VFKHGXOH�RI�H[SHQGLWXUHV�RI�IHGHUDO�DZDUGV�LV�WKH�UHVSRQVLELOLW\�RI�PDQDJHPHQW�DQG�ZDV�GHULYHG�IURP�
DQG� UHODWHV� 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���,Q�RXU�RSLQLRQ��WKH�VFKHGXOH�
RI�H[SHQGLWXUHV�RI�IHGHUDO�DZDUGV�LV�IDLUO\�VWDWHG��LQ�DOO�PDWHULDO�UHVSHFWV��LQ�UHODWLRQ�WR�WKH�EDVLF�ILQDQFLDO�
VWDWHPHQWV�DV�D�ZKROH��

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

,Q�DFFRUGDQFH�ZLWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��ZH�KDYH�DOVR�LVVXHG�RXU�UHSRUW�GDWHG�0DUFK����������
RQ�RXU�FRQVLGHUDWLRQ�RI�WKH�'HSDUWPHQW¶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�VROHO\�WR�GHVFULEH�WKH�VFRSH�RI�RXU�WHVWLQJ�RI�LQWHUQDO�FRQWURO�RYHU�
ILQDQFLDO� UHSRUWLQJ�DQG�FRPSOLDQFH�DQG� WKH� UHVXOWV�RI� WKDW� WHVWLQJ��DQG�QRW� WR�SURYLGH�DQ�RSLQLRQ�RQ� WKH�
HIIHFWLYHQHVV�RI�WKH�'HSDUWPHQW¶V�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�'HSDUWPHQW¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DQG�FRPSOLDQFH��

.0+�//3�

+RQROXOX��+DZDLL�
0DUFK���������
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7KLV� 0DQDJHPHQW¶V� 'LVFXVVLRQ� DQG� $QDO\VLV� �0'	$�� SUHVHQWV� D� QDUUDWLYH� RYHUYLHZ�DQG�DQDO\VLV�RI�WKH�
ILQDQFLDO�DFWLYLWLHV�DQG�SHUIRUPDQFH�RI�WKH�'HSDUWPHQW� RI�+HDOWK��6WDWH�RI�+DZDLL� �WKH�'HSDUWPHQW�� GXULQJ�
WKH� ILVFDO� \HDU� WKDW� HQGHG� RQ� -XQH� �����������3OHDVH�UHDG�LW�LQ�FRQMXQFWLRQ�ZLWK�WKH�'HSDUWPHQW
V�ILQDQFLDO�
VWDWHPHQWV�DQG�WKH�UHODWHG�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��ZKLFK�IROORZ�WKLV�VHFWLRQ����7KH�IROORZLQJ�LV�
D�EULHI�GHVFULSWLRQ�RI�WKH�FRQWHQWV�RI�WKRVH�WKUHH�VHFWLRQV��

2YHUYLHZ�RI�WKH�%DVLF�)LQDQFLDO�6WDWHPHQWV

7KLV�0'	$�VHUYHV�DV�DQ�LQWURGXFWLRQ�WR�WKH�'HSDUWPHQW
V� EDVLF�ILQDQFLDO� VWDWHPHQWV���7KH� EDVLF� ILQDQFLDO�
VWDWHPHQWV� DUH� FRPSULVHG� RI� WKUHH� FRPSRQHQWV�� ���� JRYHUQPHQW�ZLGH� ILQDQFLDO� VWDWHPHQWV�� ���� IXQG�
ILQDQFLDO� VWDWHPHQWV�� DQG�����QRWHV�WR�WKH� EDVLF�ILQDQFLDO� VWDWHPHQWV��

*RYHUQPHQW�:LGH�)LQDQFLDO�6WDWHPHQWV

7KH� JRYHUQPHQW�ZLGH� ILQDQFLDO� VWDWHPHQWV� SURYLGH� LQIRUPDWLRQ� DERXW� WKH� 'HSDUWPHQW
V� RYHUDOO� ILQDQFLDO�
SRVLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV���7KHVH�VWDWHPHQWV��ZKLFK�DUH�SUHVHQWHG�RQ�DQ�DFFUXDO�EDVLV�RI�DFFRXQWLQJ��
FRQVLVWV� RI� WKH� VWDWHPHQW� RI� QHW� SRVLWLRQ�DQG�WKH�VWDWHPHQW�RI�DFWLYLWLHV��

7KH� JRYHUQPHQW�ZLGH� VWDWHPHQWV� UHSRUW� LQIRUPDWLRQ� DERXW� WKH� 'HSDUWPHQW� DV� D� ZKROH� XVLQJ� DFFRXQWLQJ�
PHWKRGV�VLPLODU�WR�WKRVH�XVHG�E\�SULYDWH�VHFWRU�FRPSDQLHV���7KH�VWDWHPHQW�RI�QHW�SRVLWLRQ�SURYLGHV�ERWK�VKRUW�
WHUP� DQG� ORQJ�WHUP� LQIRUPDWLRQ� DERXW� WKH�'HSDUWPHQW
V� ILQDQFLDO� SRVLWLRQ��ZKLFK� DVVLVWV� LQ� DVVHVVLQJ� WKH�
'HSDUWPHQW
V�HFRQRPLF�FRQGLWLRQ�DW�WKH�HQG�RI�WKH�ILVFDO�\HDU���$OO�RI�WKH�FXUUHQW�\HDU�UHYHQXHV�DQG�H[SHQVHV�
DUH�DFFRXQWHG�IRU�LQ�WKH�VWDWHPHQW�RI�DFWLYLWLHV�UHJDUGOHVV�RI�ZKHQ�FDVK�LV�UHFHLYHG�RU�SDLG���7KH�JRYHUQPHQW�
ZLGH�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WZR�VWDWHPHQWV��

7KH�6WDWHPHQW� RI�1HW� 3RVLWLRQ�SUHVHQWV� DOO� RI� WKH�'HSDUWPHQW
V� DVVHWV�� GHIHUUHG�RXWIORZV��OLDELOLWLHV�
DQG� GHIHUUHG� LQIORZV�� ZLWK� WKH� GLIIHUHQFH� UHSRUWHG� DV� �QHW� SRVLWLRQ��� 2YHU� WLPH�� LQFUHDVHV� DQG�
GHFUHDVHV�LQ�WKH�'HSDUWPHQW
V�QHW�SRVLWLRQ�PD\�VHUYH�DV�D�XVHIXO� LQGLFDWRU� RI� ZKHWKHU� WKH� ILQDQFLDO�
SRVLWLRQ� RI� WKH�'HSDUWPHQW� LV� LPSURYLQJ� RU�GHWHULRUDWLQJ��

7KH� 6WDWHPHQW� RI� $FWLYLWLHV� SUHVHQWV� LQIRUPDWLRQ� VKRZLQJ� KRZ� WKH� 'HSDUWPHQW
V� QHW� SRVLWLRQ�
FKDQJHG�GXULQJ�WKH�PRVW�UHFHQW�ILVFDO�\HDU��

7KH�JRYHUQPHQW�ZLGH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�'HSDUWPHQW�DUH�IXUWKHU�GLYLGHG�LQWR�WZR�FDWHJRULHV��

*RYHUQPHQWDO�DFWLYLWLHV� ��7KH�DFWLYLWLHV�LQ�WKLV�VHFWLRQ�DUH�SULPDULO\�VXSSRUWHG�E\�6WDWH�RI�+DZDLL�
DSSURSULDWLRQV�� IXQGV� IURP� WKH� WREDFFR� VHWWOHPHQW�� EHYHUDJH� FRQWDLQHU�GHSRVLW�DGPLQLVWUDWLYH�IHHV��
IHGHUDO�JUDQWV��WD[HV��DQG�RWKHU�IHHV��

%XVLQHVV�W\SH� DFWLYLWLHV� �� 7KHVH� IXQFWLRQV� QRUPDOO\� DUH� LQWHQGHG� WR� UHFRYHU� DOO� RU� D�VLJQLILFDQW�
SRUWLRQ�RI�WKHLU�FRVWV�WKURXJK�XVHU
V�IHHV�DQG�FKDUJHV�WR�H[WHUQDO�XVHUV���7KHVH�DFWLYLWLHV�LQFOXGH�WKH�
'HSDUWPHQW
V�WZR�UHYROYLQJ�ORDQ�IXQGV��
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)XQG�)LQDQFLDO� 6WDWHPHQWV

7KH� IXQG� ILQDQFLDO� VWDWHPHQWV� LQFOXGH� WKH�'HSDUWPHQW
V�� ���� JRYHUQPHQWDO� IXQGV�� IRU� ZKLFK� DFWLYLWLHV� DUH�
IXQGHG� SULPDULO\� IURP� DSSURSULDWLRQV� IURP� WKH� 6WDWH� RI� +DZDLL�� EHYHUDJH� FRQWDLQHU� GHSRVLW� SURJUDP�
FROOHFWLRQV�� PHQWDO� KHDOWK� DQG� VXEVWDQFH� DEXVH�� DQG� IHGHUDO�JUDQWV������SURSULHWDU\�IXQGV��ZKLFK�FRQVLVW�RI�
UHYROYLQJ�ORDQ�IXQGV�DQG�DUH�UHSRUWHG�VLPLODU�WR�EXVLQHVV�DFWLYLWLHV��DQG�����ILGXFLDU\�IXQGV���7KH�JRYHUQPHQWDO�
IXQGV�DUH�SUHVHQWHG�RQ�WKH�PRGLILHG�DFFUXDO�EDVLV�RI�DFFRXQWLQJ���7KH�SURSULHWDU\�DQG�WKH�ILGXFLDU\�IXQGV�DUH�
SUHVHQWHG�RQ�WKH�DFFUXDO�EDVLV�RI�DFFRXQWLQJ��

7KH� IXQG� ILQDQFLDO� VWDWHPHQWV� SURYLGH�PRUH� GHWDLOHG� LQIRUPDWLRQ� DERXW� WKH�'HSDUWPHQW
V�PRVW� VLJQLILFDQW�
IXQGV�DQG�QRW�WKH�'HSDUWPHQW�DV�D�ZKROH���,Q�WKHVH�VWDWHPHQWV��WKH�ILQDQFLDO�DFWLYLWLHV�RI�WKH�'HSDUWPHQW�DUH�
UHFRUGHG�LQ�LQGLYLGXDO�IXQGV���$�IXQG�LV�D�JURXSLQJ�RI�UHODWHG�DFFRXQWV�WKDW�LV�XVHG�WR�PDLQWDLQ�FRQWURO�RYHU�
UHVRXUFHV�WKDW�KDYH�EHHQ�VHJUHJDWHG�IRU�VSHFLILF�DFWLYLWLHV�RU�REMHFWLYHV���7KH�'HSDUWPHQW�XVHV�IXQG�DFFRXQWLQJ�
WR�HQVXUH�DQG�GHPRQVWUDWH�FRPSOLDQFH�ZLWK�ILQDQFH�UHODWHG�OHJDO�UHTXLUHPHQWV���)XQGV�DUH�UHSRUWHG�DV�D�PDMRU�
IXQG� RU� D� QRQ�PDMRU� �RWKHU�� IXQG�� � 7KH� *RYHUQPHQWDO� $FFRXQWLQJ� 6WDQGDUGV� %RDUG� �*$6%�� LVVXHG�
6WDWHPHQW�����%DVLF�)LQDQFLDO�6WDWHPHQWV� ��0DQDJHPHQW
V�'LVFXVVLRQ�DQG�$QDO\VLV� �� IRU�6WDWH�DQG�/RFDO�
*RYHUQPHQWV��ZKLFK�VHWV�IRUWK�WKH�PLQLPXP�FULWHULD�IRU�WKH�GHWHUPLQDWLRQ�RI�PDMRU�IXQGV���7KH�QRQ�PDMRU�
IXQGV�DUH�FRPELQHG�LQ�D�FROXPQ�LQ�WKH�IXQG�ILQDQFLDO�VWDWHPHQWV��

7KH� IXQG� ILQDQFLDO� VWDWHPHQWV� DOVR� LQFOXGH� WKH� EXGJHWDU\� FRPSDULVRQ� VWDWHPHQWV�� ZKLFK� LQFOXGH�
UHFRQFLOLDWLRQV� IRU� WKH� JHQHUDO� IXQG�� +DZDLL� WREDFFR� VHWWOHPHQW� VSHFLDO� IXQG�� GHSRVLW� EHYHUDJH� FRQWDLQHU�
GHSRVLW�VSHFLDO�IXQG�DQG�PHQWDO�KHDOWK�VXEVWDQFH�DEXVH�VSHFLDO�IXQG��FRPSDULQJ�WKH�H[FHVV�RI�UHYHQXHV�RYHU�
H[SHQGLWXUHV�SUHVHQWHG�RQ�D�EXGJHWDU\�EDVLV�WR�WKH�H[FHVV��GHILFLHQF\��RI�UHYHQXHV�RYHU�H[SHQGLWXUHV�SUHVHQWHG�
LQ�FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��*$$3��DV�SUHVHQWHG�LQ�WKH�JRYHUQPHQWDO�
IXQG�ILQDQFLDO�VWDWHPHQWV��

7R� UHLWHUDWH��WKH�'HSDUWPHQW� KDV�WKUHH�W\SHV�RI�IXQGV��

*RYHUQPHQWDO� IXQGV� ��*RYHUQPHQWDO� IXQGV� DUH� XVHG� WR� DFFRXQW� IRU� HVVHQWLDOO\� WKH�VDPH�IXQFWLRQV�
UHSRUWHG�LQ�WKH�JRYHUQPHQWDO�DFWLYLWLHV�LQ�WKH�JRYHUQPHQW�ZLGH�ILQDQFLDO�VWDWHPHQWV���+RZHYHU��XQOLNH�
WKH�JRYHUQPHQW�ZLGH�ILQDQFLDO�VWDWHPHQWV��JRYHUQPHQWDO�IXQG�ILQDQFLDO�VWDWHPHQWV�IRFXV�RQ�QHDU�WHUP�
LQIORZV� DQG�RXWIORZV�RI�H[SHQGDEOH� UHVRXUFHV�DV�ZHOO�DV�RQ� WKH�EDODQFHV�RI�H[SHQGDEOH� UHVRXUFHV�
DYDLODEOH�DW�WKH�HQG�RI�WKH�ILVFDO�\HDU��

%HFDXVH� WKH�IRFXV�RI�JRYHUQPHQWDO�IXQGV� LV�QDUURZHU� WKDQ�WKDW�RI� WKH�JRYHUQPHQW��ZLGH�ILQDQFLDO�
VWDWHPHQWV�� LW� LV�XVHIXO� WR�FRPSDUH� WKH� LQIRUPDWLRQ�SUHVHQWHG� IRU�JRYHUQPHQWDO� IXQGV�ZLWK� VLPLODU�
LQIRUPDWLRQ�SUHVHQWHG�IRU�JRYHUQPHQWDO�DFWLYLWLHV�LQ�WKH�JRYHUQPHQW�ZLGH�ILQDQFLDO�VWDWHPHQWV���%RWK�
WKH�JRYHUQPHQWDO�IXQG�EDODQFH�VKHHW�DQG�VWDWHPHQW�RI�UHYHQXHV��H[SHQGLWXUHV��DQG�FKDQJHV�LQ�IXQG�
EDODQFH� SURYLGH� D� UHFRQFLOLDWLRQ� WR� IDFLOLWDWH� FRPSDULVRQ� EHWZHHQ� JRYHUQPHQWDO� IXQGV� DQG�
JRYHUQPHQWDO�DFWLYLWLHV�LQ�WKH�JRYHUQPHQW�ZLGH�ILQDQFLDO�VWDWHPHQWV��
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3URSULHWDU\� IXQGV� ��3URSULHWDU\� IXQGV� DUH� XVHG� WR� UHSRUW� DFWLYLWLHV� WKDW� RSHUDWH�PRUH�OLNH�WKRVH�RI�
FRPPHUFLDO�HQWHUSULVHV���7KH\�DUH�NQRZQ�DV�HQWHUSULVH�IXQGV�EHFDXVH�WKH\�FKDUJH�IHHV�IRU�VHUYLFHV�
SURYLGHG�WR�RXWVLGHUV���7KH\�DUH�XVHG�WR�UHSRUW�WKH�VDPH�IXQFWLRQV�SUHVHQWHG�DV�EXVLQHVV�W\SH�DFWLYLWLHV�
LQ�WKH�JRYHUQPHQW�ZLGH�ILQDQFLDO�VWDWHPHQWV���7KH�'HSDUWPHQW�XVHV�HQWHUSULVH� IXQGV� WR�DFFRXQW� IRU�
WKH�RSHUDWLRQV�RI�LWV�WZR�UHYROYLQJ�ORDQ�IXQGV�HDFK�RI�ZKLFK�DUH�FRQVLGHUHG�WR�EH�PDMRU�IXQGV�RI�WKH�
'HSDUWPHQW��

)LGXFLDU\� IXQGV� ��7KH� ILGXFLDU\� IXQGV� DFFRXQW� IRU�QHW� SRVLWLRQ�KHOG� LQ� D� WUXVWHH�RU�DJHQW�FDSDFLW\�
IRU�RWKHUV�� �7KHVH� IXQGV�DUH�QRW� UHIOHFWHG� LQ� WKH�JRYHUQPHQW�ZLGH�ILQDQFLDO� VWDWHPHQWV�VLQFH� WKHVH�
UHVRXUFHV�DUH�QRW�DYDLODEOH�WR�VXSSRUW�WKH�'HSDUWPHQW
V�SURJUDPV��

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

7KH�1RWHV� WR�%DVLF�)LQDQFLDO�6WDWHPHQWV� VHFWLRQ�SURYLGHV�DGGLWLRQDO� LQIRUPDWLRQ� WKDW� LV�HVVHQWLDO� WR�D� IXOO�
XQGHUVWDQGLQJ�RI�WKH�GDWD�SURYLGHG�LQ�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV���7KH�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�
IROORZ�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV��

*RYHUQPHQW�ZLGH�)LQDQFLDO�+LJKOLJKWV

7KH� 'HSDUWPHQW
V� WRWDO� QHW� SRVLWLRQ� LQFUHDVHG� IURP� ���������PLOOLRQ� DV� RI� -XQH� ���������WR����������
PLOOLRQ� DV� RI� -XQH� ���� ������ RU� E\� DSSUR[LPDWHO\� ������PLOOLRQ�� � 7KH� WRWDO� LQFUHDVH� LQ� QHW� SRVLWLRQ�ZDV�
DWWULEXWHG�WR�LQFUHDVHV�LQ�WKH�'HSDUWPHQW
V�JRYHUQPHQWDO�DFWLYLWLHV�QHW�SRVLWLRQ�RI�������PLOOLRQ�DQG�EXVLQHVV�
W\SH�DFWLYLWLHV
�QHW�SRVLWLRQ�RI�������PLOOLRQ�GXULQJ�WKH�\HDU��

7KH� 'HSDUWPHQW
V� JRYHUQPHQWDO� DFWLYLWLHV� UHSRUWHG� DQ� DJJUHJDWH� LQFUHDVH� LQ� QHW� SRVLWLRQ� RI�
DSSUR[LPDWHO\� ������ PLOOLRQ� GXULQJ� WKH� \HDU� WRWDOLQJ� ������� PLOOLRQ� DW�-XQH������������1RWH�WKDW�WKLV�LV�
EDVHG�RQ�WKH�QHW�SRVLWLRQ�DW�-XQH����������RI��������PLOOLRQ��

7KH� 'HSDUWPHQW
V� SURSULHWDU\� IXQGV�� FRQVLVWLQJ� RI� WZR� UHYROYLQJ� ORDQ� IXQGV�� UHSRUWHG�DQ� LQFUHDVH� LQ�QHW�
SRVLWLRQ�RI�������PLOOLRQ�IRU�ILVFDO�\HDU��)<���������7RWDO�QHW�SRVLWLRQ�ZDV��������PLOOLRQ�DW�-XQH����������
FRPSDUHG�WR��������PLOOLRQ�DW�-XQH�����������
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*RYHUQPHQW�:LGH�)LQDQFLDO�$QDO\VLV

7KLV� VHFWLRQ� LQFOXGHV� FRQGHQVHG� JRYHUQPHQW�ZLGH� ILQDQFLDO� LQIRUPDWLRQ� DQG�DQDO\VLV��

&RQGHQVHG�6WDWHPHQW�RI�1HW�3RVLWLRQ��������
-XQH�����

*RYHUQPHQWDO�$FWLYLWLHV� � %XVLQHVV�7\SH�$FWLYLWLHV� � 7RWDO�

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

&XUUHQW�DVVHWV� � � �� �������� � � �� �������� � � �� �������� � � �� �������� � � �� �������� � � �� ��������

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

/RDQV�UHFHLYDEOH��QRQFXUUHQW� � � � ����� � � � ����� � � � �������� � � � �������� � � � �������� � � � ��������

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

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV� � � � ����� � � � ����� � � � ������ � � � ������ � � � ������ � � � ������

&XUUHQW�OLDELOLWLHV� � � � �������� � � � �������� � � � ���� � � � ���� � � � �������� � � � ��������

/RQJ�WHUP�OLDELOLWLHV� � � � ������� � � � ������� � � � ������� � � � ������� � � � ������� � � � �������

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

'HIHUUHG�LQIORZV�RI�UHVRXUFHV� � � � ����� � � � ����� � � � ���� � � � ���� � � � ���� � � � ����

1HW�SRVLWLRQ� � � � � � � � � � � � �

1HW�LQYHVWPHQW�LQ�FDSLWDO�����

�����DVVHWV� � � �������� � � � ������� � � � ������ � � � ���� � � � �������� � � � �������

5HVWULFWHG� � � � ������� � � � ������� � � � �������� � � � �������� � � � �������� � � � ��������

8QUHVWULFWHG� � � � �������� � � � �������� � � � ����� � � � ����� � � � �������� � � � ��������

7RWDO�QHW�SRVLWLRQ� � � �� �������� � � �� �������� � � �� �������� � � �� �������� � � �� ���������� � � �� ����������

$V�QRWHG�HDUOLHU��FKDQJHV�LQ�QHW�SRVLWLRQ�PD\�VHUYH�RYHU�WLPH�DV�D�XVHIXO�LQGLFDWRU�RI�WKH�'HSDUWPHQW
V�ILQDQFLDO�
SRVLWLRQ���$V�RI�-XQH�����������WKH�'HSDUWPHQW
V�WRWDO�QHW�SRVLWLRQ�ZDV�DSSUR[LPDWHO\����������PLOOLRQ�
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$W�-XQH�����������LQ�DGGLWLRQ�WR�HTXLW\�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV�LQ�WKH�VWDWH�WUHDVXU\�DSSUR[LPDWLQJ��������
PLOOLRQ��WKH�'HSDUWPHQW�KDG�WRWDO�ORDQV�UHFHLYDEOH�IURP�FRXQW\�JRYHUQPHQWV�LQ�WKH�DPRXQW�RI��������PLOOLRQ�
DULVLQJ� IURP� LWV� WZR� UHYROYLQJ� ORDQ� IXQGV�� � 7KH� 'HSDUWPHQW� KDG� WRWDO� OLDELOLWLHV� RI� ������� PLOOLRQ� DW�
-XQH����������RI�ZKLFK�������PLOOLRQ�UHODWHV�WR�DFFUXHG�ZDJHV�DQG�HPSOR\HH�EHQHILWV�SD\DEOH���$SSUR[LPDWHO\�
������PLOOLRQ�LQ�OLDELOLWLHV� UHODWH� WR� YRXFKHUV� DQG� FRQWUDFWV� SD\DEOH���$W� -XQH� ���������� UHVWULFWHG� QHW�
SRVLWLRQ�ZDV��������PLOOLRQ���7KH�UHVWULFWLRQV�DULVH�IURP�OHJDO�DQG�FRQWUDFWXDO�DJUHHPHQWV��

&RQGHQVHG�6WDWHPHQW�RI�$FWLYLWLHV��������
-XQH�����

*RYHUQPHQWDO�$FWLYLWLHV� � %XVLQHVV�7\SH�$FWLYLWLHV� � 7RWDO�

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

5HYHQXH�� � � � � � � � � � � � �

3URJUDP�UHYHQXHV�� � � � � � � � � � � � �

&KDUJHV�IRU�VHUYLFHV� � � �� ������� � � �� ������� � � ��� ������ � � �� ������ � � ��� ������� � � �� � �������

2SHUDWLQJ�JUDQWV�DQG�FRQWULEXWLRQV� � � � �������� � �������� � � � ������� � � � ������ � � � �������� � � � ��������

*HQHUDO�UHYHQXHV��

6WDWH�DSSURSULDWHG�IXQGV� � � � �������� � � � �������� � � � ����� � � � ����� � � � �������� � � � ��������

1RQ�LPSRVHG�IULQJH�EHQHILWV� � � � ������� � � � ������� � � � ����� � � � ����� � � � ������� � � � �������

+DZDLL�WREDFFR�VHWWOHPHQW�VSHFLDO�

IXQG� � � ������� � � ������� � � ����� � � ����� � � ������� � � �������

(QYLURQPHQWDO�IHHV�DQG�WD[HV� � � � ������� � � � ������� � � � ����� � � � ����� � � � ������� � � � �������

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

([SHQGLWXUHV�� � � � � � � � � � � � �

*HQHUDO�DGPLQLVWUDWLRQ� � � � ������� � � � ������� � � � ����� � � � ����� � � � ������� � � � �������

(QYLURQPHQWDO�KHDOWK�DGPLQLVWUDWLRQ� � � � ������� � � � ������� � � � ������ � � � ������ � � � ������� � � � �������

%HKDYLRUDO�KHDOWK�VHUYLFHV�

DGPLQLVWUDWLRQ� � � �������� � � �������� � � ����� � � ����� � � �������� � � ��������

+HDOWK�UHVRXUFHV�DGPLQLVWUDWLRQ� � � � �������� � �������� � � � ����� � � � ����� � � � �������� � � � ��������

7RWDO�H[SHQGLWXUHV� � � � �������� � � � �������� � � � ������ � � � ������ � � � �������� � � � ��������

([FHVV�EHIRUH�WUDQVIHUV� � � � ������� � � � ������� � � � ������� � � � ������ � � � ������� � � � �������

7UDQVIHUV� � � � ������ � ��������� � � � ������ � � � ������ � � � ������� � � � ���������

&KDQJH�LQ�QHW�SRVLWLRQ� � � � ������� � ������� � � � ������� � � � ������ � � � ������� � � � �������

1HW�SRVLWLRQ�� � � � � � � � � � � � �

5HVWDWHPHQW�DGMXVWPHQWV� � � ����������������� � ������ � � � ����� � �������� � � � ����� � ��������

%HJLQQLQJ�RI�\HDU� � � � �������� � �������� � � � �������� � � � �������� � � � ���������� � � � ����������

(QG�RI�\HDU� � � �� �������� � � �� �������� � � ��� �������� � � ��� �������� � � ����������� � � �����������
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*RYHUQPHQWDO� DFWLYLWLHV� LQFUHDVHG� WKH�'HSDUWPHQW
V� QHW� SRVLWLRQ� E\� ������PLOOLRQ� LQ� )<�������ZKLFK�ZDV�
D�����SHUFHQW�LQFUHDVH�IURP�)<��������7KH�RYHUDOO�LQFUHDVH�LQ�JRYHUQPHQWDO�DFWLYLWLHV�LV�WKH�UHVXOW�RI�KLJKHU�
UHYHQXHV�IURP�VHYHUDO�DUHDV��*HQHUDO�UHYHQXHV�RI�VWDWH�DSSURSULDWHG�IXQGV�LQFUHDVHG�E\�������PLOOLRQ�DQG�QRQ�
LPSRVHG�IULQJH�EHQHILWV�LQFUHDVHG�E\�����PLOOLRQ��

5HYHQXHV�RI�WKH�'HSDUWPHQW
V�EXVLQHVV�W\SH�DFWLYLWLHV��ZKLFK�LQFUHDVHG�E\�������PLOOLRQ�IURP�������FRQVLVW�
RI�WKH�'HSDUWPHQW
V�HQYLURQPHQWDO�ORDQ�SURJUDPV��RQH�IRU�ZDWHU�SROOXWLRQ�FRQWURO�DQG�WKH�RWKHU�IRU�GULQNLQJ�
ZDWHU�WUHDWPHQW��7KHVH�UHYHQXHV�ZHUH�JHQHUDWHG�IURP�FKDUJHV�IRU�VHUYLFHV��SURJUDP�LQYHVWPHQW�LQFRPH��DQG�
IHGHUDO�DVVLVWDQFH�SURJUDP�IXQGV�DV�ZHOO�DV�VWDWH�PDWFKLQJ� IXQGV���&KDUJHV� IRU� VHUYLFHV� FRQVLVW� SULPDULO\� RI�
DGPLQLVWUDWLRQ� ORDQ� IHHV�DQG� LQWHUHVW� LQFRPH� RQ� ORDQV� UHODWHG� WR� WKH� 'HSDUWPHQW
V� WZR� UHYROYLQJ� ORDQ�
SURJUDPV���7KH�PDMRULW\�RI�WKH�SURJUDPV
�LQYHVWPHQW�LQFRPH�LV�IURP�WKH�'HSDUWPHQW
V�SDUWLFLSDWLRQ�LQ�WKH�
6WDWH�7UHDVXU\�,QYHVWPHQW�3RRO�6\VWHP��

)RU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������EXVLQHVV�W\SH�DFWLYLWLHV�LQFUHDVHG�WKH�'HSDUWPHQW
V�QHW�SRVLWLRQ�E\�
������PLOOLRQ�WR��������PLOOLRQ�DV�FRPSDUHG�WR�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������

7RWDO� JRYHUQPHQW�ZLGH� H[SHQGLWXUHV� IRU� )<� �����ZHUH� �������PLOOLRQ� RI�ZKLFK� �������PLOOLRQ�ZDV� IRU�
JRYHUQPHQWDO�DFWLYLWLHV���$V�FRPSDUHG� WR�)<������� WRWDO�JRYHUQPHQW�ZLGH�H[SHQGLWXUHV�ZHUH��������PLOOLRQ�
RI�ZKLFK��������PLOOLRQ�ZDV�IRU�JRYHUQPHQWDO�DFWLYLWLHV���2YHUDOO��WKH�'HSDUWPHQW�LV�RUJDQL]HG�LQWR�IRXU�PDMRU�
DGPLQLVWUDWLRQV��

7KH�'HSDUWPHQW¶V�%HKDYLRUDO�+HDOWK�6HUYLFHV�$GPLQLVWUDWLRQ�H[SHQGHG������SHUFHQW�RU��������PLOOLRQ�RI�
GHSDUWPHQWDO�IXQGV�ZLWK�DQ�LQFUHDVH�RI�������PLOOLRQ�FRPSDUHG�WR�)<��������7KLV�DGPLQLVWUDWLRQ�LV�UHVSRQVLEOH�
IRU�SURYLGLQJ�DYDLODEOH�DQG�FRRUGLQDWHG�PHQWDO�KHDOWK�DQG�VXEVWDQFH�DEXVH�WUHDWPHQW�DQG�SUHYHQWLRQ�SURJUDPV���
3URJUDPV�ZLWKLQ�WKLV�DGPLQLVWUDWLRQ�DUH��

$GXOW�0HQWDO� +HDOWK� 'LYLVLRQ� �$0+'�� WKDW� LQFOXGHV� WKH� +DZDLL� 6WDWH� +RVSLWDO� DQG�&RPPXQLW\�
0HQWDO�+HDOWK�&HQWHU�%UDQFKHV��

&KLOG�DQG�$GROHVFHQW�0HQWDO�+HDOWK�'LYLVLRQ� �&$0+'��ZKLFK� LQFOXGHV� VHYHQ�)DPLO\�*XLGDQFH�
&HQWHUV�DQG�WKH�)DPLO\�&RXUW�/LDLVRQ�%UDQFKHV��

$OFRKRO� DQG� 'UXJ� $EXVH� 'LYLVLRQ� �$'$'�� ZKLFK� SODQV� IRU� DQG� SXUFKDVHV� VXEVWDQFH� DEXVH�
SUHYHQWLRQ�DQG�WUHDWPHQW�VHUYLFHV�IRU�DGROHVFHQWV�DQG�DGXOWV��DQG�

'HYHORSPHQWDO� 'LVDELOLWLHV� 'LYLVLRQ� �'''�� WKDW� VHUYLFHV� GLVDEOHG� FOLHQWV� LQ� +DZDLL� ZKLOH�
DGGUHVVLQJ�WKH�FRQGLWLRQV�RI�WKH�0DNLQ�6HWWOHPHQW��
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7KH�'HSDUWPHQW¶V�+HDOWK�5HVRXUFHV�$GPLQLVWUDWLRQ� H[SHQGHG� DSSUR[LPDWHO\� ����� SHUFHQW�RI�'HSDUWPHQW�
IXQGV���)<������H[SHQVHV�IRU�WKLV�$GPLQLVWUDWLRQ�LQFUHDVHG�E\������PLOOLRQ�FRPSDUHG�WR�)<��������0DMRU�
SURJUDPV�LQ�WKLV�DGPLQLVWUDWLRQ�LQFOXGH��

&KURQLF�'LVHDVH�3UHYHQWLRQ�	�+HDOWK�3URPRWLRQ�'LYLVLRQ�VWULYHV�WR�SURPRWH�ZHOOQHVV�DQG�LPSURYH�
WKH� TXDOLW\� DQG� \HDUV� RI� OLIH� IRU� +DZDLL¶V� SHRSOH� WKURXJK� HIIHFWLYH� SUHYHQWLRQ�� GHWHFWLRQ� DQG�
PDQDJHPHQW�RI�FKURQLF�GLVHDVHV��

&RPPXQLFDEOH� 'LVHDVH� DQG� 3XEOLF� +HDOWK� 1XUVLQJ� 'LYLVLRQ� �&'3+1'�� ZKLFK�VWULYHV� WR� UHGXFH�
PRUELGLW\�DQG�PRUWDOLW\�IURP�FRPPXQLFDEOH�GLVHDVHV�LQ�+DZDLL��WR�LPSURYH�WKH�KHDOWK�RI�LQGLYLGXDOV�
DQG�FRPPXQLWLHV��DQG�WR�VXSSRUW�WKH�0HGLFDO�0DULMXDQD�5HJLVWU\�SURJUDP��

'LVHDVH�2XWEUHDN�&RQWURO�'LYLVLRQ�ZKLFK�SURYLGHV� LPPXQL]DWLRQ�DQG�GLVHDVH�LQYHVWLJDWLRQ�VHUYLFHV�
DV�ZHOO�DV�SURYLGHV�HPHUJHQF\�UHVSRQVH�WR�GLVHDVH�RXWEUHDNV�DQG�SRWHQWLDO�DFWV�RI�ELRWHUURULVP��

(PHUJHQF\�0HGLFDO�6HUYLFHV�DQG� ,QMXU\�3UHYHQWLRQ�6\VWHP�%UDQFK� �(06,36%�� WKDW� LQFOXGHV� WKH�
6WDWH
V� PDQGDWHG� (PHUJHQF\�0HGLFDO� 6HUYLFHV�� ZKLFK� RSHUDWHV� WKH�6WDWH
V� HPHUJHQF\� DPEXODQFH�
VHUYLFH�LQ�WKH�IRXU�PDMRU�FRXQWLHV��DQG�WKH�LQMXU\�SUHYHQWLRQ�SURJUDP��

)DPLO\� +HDOWK� 6HUYLFHV� 'LYLVLRQ� �)+6'�� WKDW�DGPLQLVWHUV� WKH� 6WDWH
V�(DUO\�,QWHUYHQWLRQ�SURJUDP�
IRU�FKLOGUHQ�]HUR�WR�WKUHH�LQ�FRPSOLDQFH�ZLWK�WKH�)HGHUDO�,QGLYLGXDO�ZLWK�'LVDELOLWLHV�(GXFDWLRQ�$FW��
3DUW�&� DV�ZHOO� DV� VHUYLQJ� FKLOGUHQ�� \RXWK�DQG�IDPLOLHV�WKURXJK�LWV�WKUHH�EUDQFKHV��QDPHO\��&KLOGUHQ�
ZLWK�6SHFLDO�+HDOWK�1HHGV��0DWHUQDO�DQG�&KLOG�+HDOWK��DQG�:RPHQ��,QIDQWV�DQG�&KLOGUHQ��

2IILFH� RI� +HDOWK� &DUH� $VVXUDQFH� �2+&$�� ZKLFK� PDQDJHV� WKH� VWDWH� OLFHQVLQJ� DQG� )HGHUDO�
FHUWLILFDWLRQ�RI�PHGLFDO�DQG�KHDOWK�FDUH�IDFLOLWLHV��DJHQFLHV��DQG�VHUYLFHV�SURYLGHG�WKURXJKRXW�WKH�6WDWH�
LQ�RUGHU� WR� HQVXUH�DFFHSWDEOH�VWDQGDUGV�RI�FDUH�SURYLGHG�DQG�WR�HQVXUH�FRPSOLDQFH�ZLWK�6WDWH�DQG�
)HGHUDO� UHTXLUHPHQWV�� �2+&$�LV�DOVR� UHVSRQVLEOH� IRU� WKH� UROORXW� DQG�PDQDJHPHQW�RI� WKH�0HGLFDO�
0DULMXDQD�'LVSHQVDULHV��

7KH�'HSDUWPHQW¶V�(QYLURQPHQWDO�+HDOWK�$GPLQLVWUDWLRQ�LV�UHVSRQVLEOH�IRU�WKH�PDQDJHPHQW�RI�WKH�FOHDQ�DLU��
FOHDQ�ZDWHU��VROLG�DQG�KD]DUGRXV�ZDVWH��SXEOLF�KHDOWK�VDQLWDWLRQ��YHFWRU�FRQWURO��DQG�SXULW\�RI�IRRG�DQG�GUXJV���
,W�H[SHQGHG�DSSUR[LPDWHO\�����SHUFHQW�RI�WKH�GHSDUWPHQWDO�IXQGV�ZLWK�DQ�LQFUHDVH�RI������PLOOLRQ�H[SHQGHG�
YHUVXV�)<������RQ�D�JRYHUQPHQW�ZLGH�EDVLV�� �7KLV�DGPLQLVWUDWLRQ�DOVR�PDQDJHV�ERWK� WKH�:DWHU�3ROOXWLRQ�
&RQWURO�5HYROYLQJ�DQG�WKH�'ULQNLQJ�:DWHU�7UHDWPHQW�5HYROYLQJ�/RDQ�)XQGV��

)LQDOO\�� WKH� 'HSDUWPHQW¶V� *HQHUDO� $GPLQLVWUDWLRQ� SURYLGHV� WKH� RYHUDOO� OHDGHUVKLS� DQG� RYHUVLJKW� IRU� WKH�
'HSDUWPHQW�� � ,W� LQFOXGHV�DGPLQLVWUDWLYH� VXSSRUW� VWDII�� WKUHH�GLVWULFW� KHDOWK�RIILFHV�� DQG� VL[� DGPLQLVWUDWLYHO\�
DWWDFKHG�DJHQFLHV���7KLV�DGPLQLVWUDWLRQ�H[SHQGHG�DSSUR[LPDWHO\�����SHUFHQW�RI�WKH�GHSDUWPHQWDO�IXQGV��



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

0DQDJHPHQW�'LVFXVVLRQ�DQG�$QDO\VLV�
-XQH����������

���

*RYHUQPHQWDO�)XQGV�)LQDQFLDO�$QDO\VLV�

7KH�IROORZLQJ�WDEOH�SUHVHQWV�UHYHQXHV�DQG�H[SHQGLWXUHV�RI�WKH�JRYHUQPHQWDO�IXQGV�IRU�)<�����DQG�)<�����
�������

���� ����

5HYHQXHV���
6WDWH�JHQHUDO�IXQG�DOORWPHQWV� � �� �������� � � �� ��������
,QWHUJRYHUQPHQWDO� �������� � � �������
+DZDLL�WREDFFR�VHWWOHPHQW�VSHFLDO�IXQG ������� � � ������
'HSRVLW EHYHUDJH�FRQWDLQHU�GHSRVLW VSHFLDO IXQG ������� � � ������
1RQ�LPSRVHG�IULQJH�EHQHILWV�� ������� � � ������
7D[HV��IHHV��ILQHV�DQG�RWKHU� ������� � � ������
,QYHVWPHQW�LQFRPH� � � ������ � � � ������

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

([SHQGLWXUHV��
*HQHUDO�DGPLQLVWUDWLRQ� ������� � � ������
(QYLURQPHQWDO�KHDOWK� ������� � � ������
%HKDYLRUDO�KHDOWK� �������� � � �������
+HDOWK�UHVRXUFHV� � � �������� � � � ��������

7RWDO�H[SHQGLWXUHV� �������� � � � �������

([FHVV�RI�UHYHQXHV�RYHU�H[SHQGLWXUHV�EHIRUH WUDQVIHUV � ������� � � � ������

7KH�JRYHUQPHQWDO�IXQGV�UHYHQXH�FRQVLVW�RI�WKH�'HSDUWPHQW
V�JHQHUDO�IXQG��+DZDLL�WREDFFR�VHWWOHPHQW�VSHFLDO�
IXQG��+766)���GHSRVLW�EHYHUDJH�FRQWDLQHU�GHSRVLW�VSHFLDO�IXQG��'%&'6)���LQWHUJRYHUQPHQWDO��IHGHUDO��IXQGV��
WD[HV��IHHV��ILQHV�DQG�LQYHVWPHQW�LQFRPH��

'XULQJ� WKH� ILVFDO� \HDU� HQGHG� -XQH� ���� ������ JHQHUDO� IXQG� UHYHQXHV� ZHUH� ������� PLOOLRQ�� LQFOXGLQJ�
������PLOOLRQ�IRU�IULQJH�EHQHILWV�SDLG�GLUHFWO\�IURP�WKH�6WDWH�JHQHUDO�IXQG���*HQHUDO�IXQG�H[SHQGLWXUHV�ZHUH�
�������PLOOLRQ��

,Q�)<�������WKH�'%&'6)�HDUQHG�UHYHQXHV�RI�������PLOOLRQ�IURP�EHYHUDJH�FRQWDLQHU�GHSRVLW�DGPLQLVWUDWLYH�
IHHV�DQG�XQUHGHHPHG�FRQWDLQHUV�LQFRPH���2I�WKLV�DPRXQW�UHFHLYHG��������PLOOLRQ�LQ�H[SHQGLWXUHV�ZHUH�SDLG�
WR� UHGHPSWLRQ�FHQWHUV�RU�XWLOL]HG� WR� IXQG� WKH�SURJUDP�� �7KH� IXQG�FROOHFWHG�������PLOOLRQ� LQ�GHSRVLWV� IURP�
GLVWULEXWRUV�DQG�UHSDLG�������PLOOLRQ�LQ�GHSRVLWV�WR�FRQVXPHUV�GXULQJ�)<������� �



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

0DQDJHPHQW�'LVFXVVLRQ�DQG�$QDO\VLV�
-XQH����������

���

7KH�SURSULHWDU\�IXQGV�FRQVLVW�RI�WZR�IXQGV��:DWHU�3ROOXWLRQ�&RQWURO�5HYROYLQJ�)XQG��:3&5)��DQG�'ULQNLQJ�
:DWHU�7UHDWPHQW�5HYROYLQJ�/RDQ�)XQG��':75/)��DQG�DUH�UHSRUWHG�LQ�WKH�JRYHUQPHQW�ZLGH�VWDWHPHQW�RI�
QHW�SRVLWLRQ�DQG�VWDWHPHQW�RI�DFWLYLWLHV�DV�EXVLQHVV�W\SH�DFWLYLWLHV��

7KH�:3&5)� DFFRXQWV� IRU� IHGHUDO� DQG� VWDWH� IXQGV� XVHG� WR� SURYLGH� ORDQV� WR� FRXQW\� JRYHUQPHQWV� IRU� WKH�
FRQVWUXFWLRQ�RI�ZDVWHZDWHU�WUHDWPHQW�IDFLOLWLHV�DQG�WKH�UHSD\PHQW�RI�SULQFLSDO�� LQWHUHVW� DQG� IHHV� IURP� VXFK�
ORDQV� DQG� LQYHVWPHQW� RI� VXFK� PRQLHV���'XULQJ� )<�������:3&5)�UHFHLYHG�������PLOOLRQ�DQG������PLOOLRQ�
RI�IHGHUDO�DQG�VWDWH�IXQGV��UHVSHFWLYHO\���:3&5)�DOVR�GLVEXUVHG�������PLOOLRQ�LQ�ORDQ�SURFHHGV�DQG�FROOHFWHG�
������PLOOLRQ�LQ�SULQFLSDO�UHSD\PHQWV�LQ��������$V�FRPSDUHG�WR�������WKH�IXQG�FROOHFWHG������PLOOLRQ�DQG������
PLOOLRQ�LQ�IHGHUDO�DQG�VWDWH�FRQWULEXWLRQV��UHVSHFWLYHO\��GLVEXUVHG�������PLOOLRQ�LQ�ORDQ�SURFHHGV��DQG�FROOHFWHG�
������PLOOLRQ�LQ�SULQFLSDO�SD\PHQWV��

7KH� ':75/)� DFFRXQWV� IRU� IHGHUDO� DQG� VWDWH� IXQGV� XVHG� WR� SURYLGH� ORDQV� DQG� RWKHU� W\SHV� RI� ILQDQFLDO�
DVVLVWDQFH�WR�SXEOLF�ZDWHU�V\VWHPV�IRU�GULQNLQJ�ZDWHU�LQIUDVWUXFWXUH�DQG�WKH�UHSD\PHQW�RI�SULQFLSDO�LQWHUHVW�
DQG� IHHV� IURP�VXFK� ORDQV�DQG� WKH� LQYHVWPHQW�RI� VXFK�PRQLHV�� �'XULQJ�)<�������':75/)�UHFHLYHG������
PLOOLRQ�DQG������PLOOLRQ�RI�IHGHUDO�DQG�VWDWH�IXQGV��UHVSHFWLYHO\���':75/)�DOVR�GLVEXUVHG�������PLOOLRQ�LQ�
ORDQ� SURFHHGV� DQG� FROOHFWHG� ������ PLOOLRQ� LQ� SULQFLSDO� UHSD\PHQWV� LQ� ������ � $V� FRPSDUHG� WR� ������ WKH�
':75/)�FROOHFWHG������PLOOLRQ�DQG������PLOOLRQ�LQ�IHGHUDO�DQG�VWDWH�FRQWULEXWLRQV��UHVSHFWLYHO\��GLVEXUVHG�
������PLOOLRQ�LQ�ORDQ�SURFHHGV��DQG�FROOHFWHG�������PLOOLRQ�LQ�SULQFLSDO�SD\PHQWV��

7KH�'HSDUWPHQW� DFFRXQWV� IRU� IXQGV�KHOG�DV�DQ�DJHQW�DQG�RU� WUXVWHH� IRU�FHUWDLQ� LQGLYLGXDOV� LQ�WKH�ILGXFLDU\�
IXQGV��



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

0DQDJHPHQW�'LVFXVVLRQ�DQG�$QDO\VLV�
-XQH����������

���

%XGJHWDU\� $QDO\VLV�

7KH� IROORZLQJ� EXGJHW� LQIRUPDWLRQ� UHODWHV� WR� WKH� JHQHUDO� IXQG�� GHSRVLW�EHYHUDJH�FRQWDLQHU�GHSRVLW�VSHFLDO�
IXQG�DQG�PHQWDO�KHDOWK�VXEVWDQFH�DEXVH�VSHFLDO�IXQG�IRU�������

� %XGJHWHG�$PRXQWV $FWXDO�RQ�D
������ %XGJHWDU\

2ULJLQDO )LQDO %DVLV�������

*HQHUDO�IXQG
5HYHQXHV� � �� �������� � � �� �������� � � �� ��������
([SHQGLWXUHV� � � � � �
*HQHUDO�DGPLQLVWUDWLRQ� � � ������� � � ������� � � �������
(QYLURQPHQWDO�KHDOWK� � � ������� � � ������� � � �������
%HKDYLRUDO�KHDOWK� � � �������� � � �������� � � � ��������
+HDOWK�UHVRXUFHV� � � �������� � � �������� � � ��������

'HSRVLW�EHYHUDJH�FRQWDLQHU�GHSRVLW�VSHFLDO�IXQG�
5HYHQXHV� � � ������� � � ������� � � �������
([SHQGLWXUHV� � � ������� � � ������� � � �������

0HQWDO�KHDOWK�VXEVWDQFH�DEXVH�IXQG�
5HYHQXHV� � � ������� � � ������� � � � ������
([SHQGLWXUHV� � � ������� � � ������� � � ������



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

0DQDJHPHQW�'LVFXVVLRQ�DQG�$QDO\VLV�
-XQH����������

���

7KH� GHSRVLW� EHYHUDJH� FRQWDLQHU� SURJUDP� UHFRJQL]HG� UHYHQXHV� RQ� D� EXGJHWDU\� EDVLV� RI��������PLOOLRQ��
ZKLFK� LV� EDVHG�RQ� WKH� DFWXDO� QXPEHU� RI� FRQWDLQHUV� VROG�� � ,Q� ILVFDO� \HDU� ������ WKHUH� ZHUH� ������ PLOOLRQ�
FRQWDLQHUV� VROG���7KH� DPRXQW� RI� FRQWDLQHUV� VROG� LQFUHDVHG� WR�������PLOOLRQ�LQ�ILVFDO�\HDU�������

)RU�WKH�PHQWDO�KHDOWK�VXEVWDQFH�DEXVH�IXQG��WKH�DFWXDO�UHYHQXHV�UHFHLYHG�RI������PLOOLRQ�LQ�)<������ZHUH����
PLOOLRQ�PRUH�WKDQ�WKH�DFWXDO�H[SHQGLWXUHV��

&DSLWDO�$VVHWV

$V�RI�-XQH�����������WKH�'HSDUWPHQW
V�JRYHUQPHQWDO�DFWLYLWLHV�KDG�LQYHVWHG�DSSUR[LPDWHO\��������PLOOLRQ��QHW�
RI�DFFXPXODWHG�GHSUHFLDWLRQ��LQ�D�EURDG�UDQJH�RI�FDSLWDO�DVVHWV���6HH�1RWH���WR�WKH�'HSDUWPHQW
V�EDVLF�ILQDQFLDO�
VWDWHPHQWV�IRU�D�GHVFULSWLRQ�RI�FDSLWDO�DVVHWV�DFWLYLWLHV�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������

&DSLWDO�$VVHWV�*RYHUQPHQWDO�$FWLYLWLHV�-XQH����
�������

���� ����

/DQG� � ��� ������ � ��� ������
/DQG�LPSURYHPHQWV� � �� ������ � �� ������
%XLOGLQJV�DQG�EXLOGLQJ�LPSURYHPHQWV� � �� �������� � �� ��������
)XUQLWXUH�DQG�HTXLSPHQW� � �� ������ � �� ������

7RWDO� � �� ������� � �� �������
$FFXPXODWHG�GHSUHFLDWLRQ� � �� ������� � �� �������

7RWDO�FDSLWDO�DVVHWV��QHW � ��� ������� � ��� ������

&XUUHQWO\� .QRZQ�)DFWV��'HFLVLRQV��RU�&RQGLWLRQV�

$OWKRXJK� WKH� 6WDWH
V� HFRQRP\� LPSURYHG� VLQFH� ODVW� ILVFDO� \HDU�� WKH� 6WDWH� FRQWLQXHG� LWV� FDXWLRXV� DSSURDFK�
UHJDUGLQJ� H[SHQGLWXUHV���7KHUHIRUH�� WKH� 'HSDUWPHQW� KDV� FRQWLQXHG� WR�HYDOXDWH�DQG�PRQLWRU�WKH�VWDWHZLGH�
VHUYLFH�GHOLYHU\�V\VWHP�RI�WKH�DGXOW�PHQWDO�KHDOWK�SURJUDP�LQ�RUGHU�WR�LPSURYH�VHUYLFH�GHOLYHU\�DQG�WR�FRQWDLQ�
RSHUDWLRQDO�FRVWV��

,Q�)<�������$0+'�VHUYLFHG�������FOLHQWV�DV�FRPSDUHG�WR�WKH�������FOLHQWV�VHUYLFHG�LQ�)<��������$0+'
V�
&ULVLV� /LQH� RI� +DZDLL� �IRUPHUO\� NQRZQ� DV� $FFHVV� /LQH�� FRQWLQXHV� WR� SURYLGH� VKRUW� WHUP� FRQILGHQWLDO�
FRXQVHOLQJ��LQIRUPDWLRQ�DERXW�DYDLODEOH�KHOS��DQG�PRELOH�VXSSRUW�VHUYLFHV�LQ�D�FULVLV�



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

0DQDJHPHQW�'LVFXVVLRQ�DQG�$QDO\VLV�
-XQH����������

���

,Q�WKH�GHYHORSPHQWDO�GLVDELOLWLHV�SURJUDP��WKH�QXPEHU�RI�FOLHQWV�LQFUHDVHG�E\����FOLHQWV�LQ�)<������RYHU�������
,Q�)<�������WKH�SURJUDP�VHUYHG�������FOLHQWV�LQ�WKH�KRPH�DQG�FRPPXQLW\�EDVHG�ZDLYHU�SURJUDP�DV�FRPSDUHG�
WR�������FOLHQWV�VHUYHG�LQ�)<�������7KH�SUHYLRXVO\�UHSRUWHG�QXPEHU�RI�FOLHQWV�LQ�)<������VKRXOG�EH�������
LQVWHDG�RI��������ZKLFK�ZDV�GLVFRYHUHG�LQ�D�UHFRQFLOLDWLRQ�UHYLHZ�RI�)<������GDWD��

)XUWKHU��WKH�)HGHUDO�0HGLFDO�$VVLVWDQFH�3HUFHQWDJH��)0$3��GHFUHDVHG�IURP�������SHUFHQW�WR�������SHUFHQW�
IRU�WKH�SHULRG�2FWREHU������WR�6HSWHPEHU��������7KH�)0$3�GHFUHDVHG�IURP�������SHUFHQW�WR�������SHUFHQW�
HIIHFWLYH�2FWREHU������WR�6HSWHPEHU�������

$QG�ODVWO\��WKH�:3&5)�H[HFXWHG�D�WRWDO�RI�ILYH�ORDQ�DJUHHPHQWV�IRU�������PLOOLRQ�GXULQJ�)<��������':75/)�
H[HFXWHG�D�WRWDO�RI�WKUHH�ORDQ�DJUHHPHQWV�IRU�������PLOOLRQ�GXULQJ�)<��������)XUWKHU��WKH�:3&5)�H[SHFWV�WR�
H[HFXWH�D�WRWDO�RI�IRXU�ORDQ�DJUHHPHQWV�LQ�WKH�DPRXQW�RI��������PLOOLRQ�ZKLOH�WKH�':75/)�H[SHFWV�WR�H[HFXWH�
D�WRWDO�RI�WKUHH�ORDQ�DJUHHPHQWV�IRU�������PLOOLRQ�LQ�)<��������



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6WDWHPHQW�RI�1HW�3RVLWLRQ
-XQH���������

�*RYHUQPHQWDO�
$FWLYLWLHV�

�%XVLQHVV�7\SH�
$FWLYLWLHV� �7RWDO�

&XUUHQW�$VVHWV�
(TXLW\�LQ�&DVK�DQG�&DVK�(TXLYDOHQWV�DQG�,QYHVWPHQWV�LQ�6WDWH�7UHDVXU\ ������������������� ������������������ �������������������

5HFHLYDEOHV�
'XH�IURP�6WDWH�7UHDVXU\ ������������������������� ��������������������� ���������
'XH�IURP�RWKHU�6WDWH�DJHQFLHV ������� ������������������������ �������
$FFUXHG�LQWHUHVW�DQG�ORDQ�IHHV ��������� ��������������������� ���������
$FFRXQWV�UHFHLYDEOH ������� ������������������������ �������
'XH�IURP�)HGHUDO�JRYHUQPHQW ��������� ���������������������� ���������
7REDFFR�VHWWOHPHQW�UHFHLYDEOH ���������� ������������������������ ����������
&XUUHQW�PDWXULWLHV�RI�ORDQV�UHFHLYDEOH ������������������������� �������������������� ����������

7RWDO�FXUUHQW�DVVHWV �������������������� ������������������� �����������

/RDQV�5HFHLYDEOH��QHW�RI�FXUUHQW�PDWXULWLHV ������������������������� ������������������� �����������
&DSLWDO�$VVHWV��QHW�RI�DFFXPXODWHG�GHSUHFLDWLRQ ����������� ��������������������� �����������

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

'HIHUUHG�2XWIORZV�RI�5HVRXUFHV ������������������������� ��������������������� ���������

7RWDO�DVVHWV�DQG�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV ������������������� ������������������ ������������������

&XUUHQW�/LDELOLWLHV�
9RXFKHUV�SD\DEOH �������������������� ��������������������� ��������������������
$FFUXHG�ZDJHV�DQG�HPSOR\HH�EHQHILWV�SD\DEOH ���������� ���������������������� ����������
8QHDUQHG�UHYHQXH ��������� ������������������������ ���������
$FFUXHG�YDFDWLRQ��FXUUHQW�SRUWLRQ ���������� ���������������������� ����������
:RUNHUV
�FRPSHQVDWLRQ�OLDELOLW\ ������� ������������������������ �������
'XH�WR�RWKHU�6WDWH�DJHQFLHV ���������� ������������������������ ����������
%HYHUDJH�FRQWDLQHU�GHSRVLWV ��������� ������������������������ ���������

7RWDO�FXUUHQW�OLDELOLWLHV �������������������� ���������������������� �����������

$FFUXHG�9DFDWLRQ��QHW�RI�FXUUHQW�SRUWLRQ ���������� ���������������������� ����������
1HW�3HQVLRQ�/LDELOLW\ ������������������������� ��������������������� ���������
1HW�2WKHU�3RVWHPSOR\PHQW�%HQHILWV�/LDELOLW\ ������������������������� ��������������������� ���������

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

'HIHUUHG�,QIORZV�RI�5HVRXUFHV� ������������������������� ���������������������� �������

1HW�3RVLWLRQ�
1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV �������������������� ��������������������� �����������
5HVWULFWHG�IRU�
/RDQV ������������������������� ������������������� �����������
7UXVW�IXQG�SURJUDPV ���������������������� ������������������������ ���������
0HGLFDLG�SURJUDPV ���������� ������������������������ ����������

8QUHVWULFWHG ����������� ������������������������ �����������

7RWDO�QHW�SRVLWLRQ �������������������� ������������������� �������������

7RWDO�OLDELOLWLHV��GHIHUUHG�LQIORZV�RI�UHVRXUFHV��DQG�QHW�SRVLWLRQ ������������������� ������������������ ������������������

$VVHWV�DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV

/LDELOLWLHV��'HIHUUHG�,QIORZV�RI�5HVRXUFHV��DQG�1HW�3RVLWLRQ

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6WDWHPHQW�RI�$FWLYLWLHV
)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

)XQFWLRQV�3URJUDPV �([SHQVHV�
�&KDUJHV�IRU�
6HUYLFHV�

2SHUDWLQJ�
*UDQWV
DQG

&RQWULEXWLRQV�
�*RYHUQPHQWDO�

$FWLYLWLHV�
�%XVLQHVV�7\SH�

$FWLYLWLHV� 7RWDO

*RYHUQPHQWDO�$FWLYLWLHV�

*HQHUDO�DGPLQLVWUDWLRQ ������������������� �������������������� �������������������� �������������������� ����������������������� �������������������

(QYLURQPHQWDO�KHDOWK�DGPLQLVWUDWLRQ ���������� ��������� ���������� ��������������������� ������������������������ ������������

%HKDYLRUDO�KHDOWK�VHUYLFHV�DGPLQLVWUDWLRQ ����������� ��������� ���������� �������������������� ������������������������ �������������

+HDOWK�UHVRXUFHV�DGPLQLVWUDWLRQ ����������� ���������� ���������� �������������������� ������������������������ �������������

7RWDO�JRYHUQPHQWDO�DFWLYLWLHV ������������������� �������������������� ������������������� �������������������� ������������������������ �������������

%XVLQHVV�W\SH�$FWLYLWLHV���

(QYLURQPHQWDO�+HDOWK�/RDQ�3URJUDPV ��������������������� ��������������������� �������������������� ������������������������ �������������������� ����������

7RWDO�'HSDUWPHQW ������������������ ������������������� ������������������ �������������������� �������������������� �������������

6WDWH�JHQHUDO�IXQG�DOORWPHQWV��QHW ����������� ������������������������ �����������

1RQLPSRVHG�HPSOR\HH�IULQJH�EHQHILWV ���������� ������������������������ ����������

+DZDLL�WREDFFR�VHWWOHPHQW�VSHFLDO�IXQG �������������������� ������������������������ ����������

7REDFFR�WD[ ���������� ������������������������ ����������

'HSRVLW�EHYHUDJH�FRQWDLQHU�IHH �������������������� ������������������������ ����������

(QYLURQPHQWDO�UHVSRQVH�WD[ ��������� ������������������������ ���������

$GYDQFH�JODVV�GLVSRVDO�IHH ������� ������������������������ �������

7RWDO�JHQHUDO�UHYHQXHV ����������� ������������������������ �����������

7UDQVIHUV ��������������������� ��������� ����������

���������� ���������� ����������

1HW�3RVLWLRQ�DW�-XO\�������� ����������� ����������� �������������

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

�1HW��([SHQVHV��5HYHQXH�DQG�&KDQJHV�LQ�1HW�3RVLWLRQ�

&KDQJH�LQ�QHW�SRVLWLRQ

1HW�3RVLWLRQ�DW�-XQH���������

*HQHUDO�5HYHQXHV�

3URJUDP�5HYHQXHV

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

�*HQHUDO�

'HSRVLW�
%HYHUDJH�
&RQWDLQHU�
'HSRVLW�

�0HQWDO�+HDOWK�
6XEVWDQFH�$EXVH�

�2WKHU�
*RYHUQPHQWDO�

)XQGV�

�7RWDO�
*RYHUQPHQWDO�

)XQGV�

$VVHWV�

(TXLW\�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV�DQG
�LQYHVWPHQWV�LQ�6WDWH�7UHDVXU\ ����������������� ������������������ ������������������ ����������������� �����������������

'XH�IURP�RWKHU�6WDWH�DJHQFLHV ���������������������� ���������������������� ������� ���������������������� �������

$FFUXHG�LQWHUHVW�UHFHLYDEOH ���������������������� ������� ��������������������� �������������������� ���������

$FFRXQWV�UHFHLYDEOH ���������������������� ������� ���������������������� ���������������������� �������
'XH�IURP�)HGHUDO�JRYHUQPHQW ���������������������� ���������������������� ���������������������� ��������� ���������

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

/LDELOLWLHV�DQG�)XQG�%DODQFHV

/LDELOLWLHV�

9RXFKHUV�DQG�FRQWUDFWV�SD\DEOH ������������������ ������������������� ��������������������� ������������������ ������������������

$FFUXHG�ZDJHV�DQG�

HPSOR\HH�EHQHILWV�SD\DEOH ���������� ������ ���������������������� ��������� ����������

8QHDUQHG�UHYHQXH ���������������������� ��������������������� ������� ��������� ���������

'XH�WR�RWKHU�6WDWH�DJHQFLHV ���������������������� ���������������������� ���������������������� ���������� ����������

%HYHUDJH�FRQWDLQHU�GHSRVLWV ���������������������� ��������� ���������������������� ���������������������� ���������

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

)XQG�%DODQFHV�

5HVWULFWHG��
0HGLFDLG�SURJUDPV ���������������������� ���������������������� ���������� ��������� ����������
7UXVW�IXQG�SURJUDPV ���������������������� ���������������������� ���������������������� �������������������� ���������

&RPPLWWHG��
%HKDYLRUDO�KHDOWK�VHUYLFHV ���������������������� ���������������������� ���������������������� �������������������� ���������
(QYLURQPHQWDO�KHDOWK ���������������������� ���������������������� ���������������������� ������������������� ����������
*HQHUDO�DGPLQLVWUDWLRQ ���������������������� ���������������������� ���������������������� �������������������� ���������
+HDOWK�UHVRXUFHV ���������������������� ���������������������� ���������������������� ���������� ����������
&DSLWDO�SURMHFWV�DFWLYLWLHV ���������������������� ���������������������� ���������������������� ������������������� ����������
'HSRVLW�EHYHUDJH�FRQWDLQHU�SURJUDP ���������������������� ���������� ���������������������� ���������������������� ����������
7REDFFR�VHWWOHPHQW�SURJUDP ���������������������� ���������������������� ���������������������� �������������������� ���������

$VVLJQHG�
%HKDYLRUDO�KHDOWK�VHUYLFHV ��������������� ���������������������� ���������������������� ���������������������� ����������
(QYLURQPHQWDO�KHDOWK ���������������������� ���������������������� ���������������������� ���������������������� �
*HQHUDO�DGPLQLVWUDWLRQ ���������� ���������������������� ���������������������� ���������������������� ����������
+HDOWK�UHVRXUFHV ���������� ���������������������� ���������������������� ���������������������� ����������

8QDVVLJQHG ���������������������� ���������������������� ���������������������� ���������������������� �

7RWDO�IXQG�EDODQFHV ������������������� ������������������� ������������������� ������������������ �����������

7RWDO�OLDELOLWLHV�DQG�IXQG�EDODQFHV ����������������� ������������������ ������������������ ����������������� �����������������

%DODQFH�6KHHW�±�*RYHUQPHQWDO�)XQGV
-XQH���������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

-XQH���������

7RWDO�)XQG�%DODQFHV���*RYHUQPHQWDO�)XQGV ��������������

$PRXQWV�5HSRUWHG�IRU�*RYHUQPHQWDO�$FWLYLWLHV�LQ�WKH�6WDWHPHQW�
RI�1HW�3RVLWLRQ�DUH�'LIIHUHQW�%HFDXVH�

&DSLWDO�DVVHWV�XVHG�LQ�JRYHUQPHQWDO�DFWLYLWLHV�DUH�QRW�ILQDQFLDO
UHVRXUFHV�DQG��WKHUHIRUH��DUH�QRW�UHSRUWHG�LQ�WKH�JRYHUQPHQWDO�IXQGV �����������

&RPSHQVDWHG�DEVHQFHV�UHSRUWHG�LQ�WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ�GR�QRW�UHTXLUH
WKH�XVH�RI�FXUUHQW�ILQDQFLDO�UHVRXUFHV�DQG�WKHUHIRUH�DUH�QRW
UHSRUWHG�DV�OLDELOLWLHV�LQ�WKH�JRYHUQPHQWDO�IXQGV ������������

:RUNHUV
�FRPSHQVDWLRQ�OLDELOLW\�UHSRUWHG�LQ�WKH�VWDWHPHQW�RI�QHW�SRVLWLRQ�GRHV�QRW
UHTXLUH�WKH�XVH�RI�FXUUHQW�ILQDQFLDO�UHVRXUFHV�DQG�WKHUHIRUH�LV�QRW�UHSRUWHG
DV�D�OLDELOLW\�LQ�WKH�JRYHUQPHQWDO�IXQGV ���������

2WKHU�ILQDQFLQJ�VRXUFHV�QRW�FROOHFWHG�ZLWKLQ����GD\V�DQG�WKHUHIRUH�QRW�
DYDLODEOH�IRU�FXUUHQW�ILQDQFLDO�UHVRXUFHV�DUH�UHSRUWHG�DV�XQDYDLODEOH�
UHYHQXHV�LQ�WKH�JRYHUQPHQWDO�IXQGV� ���������

1HW�3RVLWLRQ�RI�*RYHUQPHQWDO�$FWLYLWLHV ��������������

5HFRQFLOLDWLRQ�RI�WKH�*RYHUQPHQWDO�)XQGV�%DODQFH�6KHHW�WR�WKH�6WDWHPHQW�RI�1HW�3RVLWLRQ

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6WDWHPHQW�RI�5HYHQXHV��([SHQGLWXUHV��DQG�&KDQJHV�LQ�)XQG�%DODQFHV�±�*RYHUQPHQWDO�)XQGV

�*HQHUDO�

�'HSRVLW�
%HYHUDJH�
&RQWDLQHU�
'HSRVLW�

�0HQWDO�
+HDOWK�

6XEVWDQFH�
$EXVH�

�2WKHU�
*RYHUQPHQWDO�

)XQGV�

�7RWDO�
*RYHUQPHQWDO�

)XQGV�
5HYHQXHV�

6WDWH�DOORWHG�DSSURSULDWLRQV �������������� ������������������ ������������������ ����������������� ���������������
,QWHUJRYHUQPHQWDO �������������������� ������������������� ������������������� ����������� �����������
1RQLPSRVHG�HPSOR\HH�IULQJH�EHQHILWV ���������������� ��� ������������������� ������ ����������
7D[HV��IHHV��ILQHV�DQG�RWKHU �������������������� ������������������� ������� ���������� ����������
,QYHVWPHQW�LQFRPH �������������������� ������� ��������� ��������� ���������
+DZDLL�WREDFFR�VHWWOHPHQW �������������������� ������������������� ������������������� ���������� ����������
'HSRVLW�EHYHUDJH�FRQWDLQHU�GHSRVLW �������������������� ��������������� ������������������� �������������������� ����������

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

([SHQGLWXUHV�

*HQHUDO�DGPLQLVWUDWLRQ ���������� ������������������� ������������������� ���������� ����������
(QYLURQPHQWDO�KHDOWK ���������� ���������� ������������������� ���������� ����������
%HKDYLRUDO�KHDOWK�VHUYLFHV ����������� ������������������� ��������� ���������� �����������
+HDOWK�UHVRXUFHV ����������� ������������������� ������������������� ����������� �����������

7RWDO�H[SHQGLWXUHV ��������������� ��������������� ���������������� ���������������� �����������

([FHVV��GHILFLHQF\��RI�UHYHQXHV
RYHU��XQGHU��H[SHQGLWXUHV ������������������ ���������������� ����������������� ����������������� ����������

2WKHU�)LQDQFLQJ�6RXUFHV��8VHV��
7UDQVIHUV�LQ �������������������� ������������������� ���������� ���������� �����������
7UDQVIHUV�RXW ����������� ������������������� ������������ ������������ �������������

7RWDO�RWKHU�ILQDQFLQJ�VRXUFHV��XVHV� ������������������ ������������������� ���������������� ����������������� ������������

1HW�FKDQJH�LQ�IXQG�EDODQFHV ����������������� ���������������� ���������������� ������������������ ���������

)XQG�%DODQFHV�DW�-XO\�������� ���������� ���������� ���������� ���������������� �����������

)XQG�%DODQFHV�DW�-XQH��������� �������������� ������������� ������������� ��������������� ��������������

)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

1HW�&KDQJH�LQ�)XQG�%DODQFHV���7RWDO�*RYHUQPHQWDO�)XQGV �����������������������

$PRXQWV�5HSRUWHG�IRU�*RYHUQPHQWDO�$FWLYLWLHV�LQ�WKH�6WDWHPHQW�RI�
$FWLYLWLHV�DUH�'LIIHUHQW�%HFDXVH�

*RYHUQPHQWDO�IXQGV�UHSRUW�FDSLWDO�RXWOD\V�DV�H[SHQGLWXUHV�
KRZHYHU��LQ�WKH�VWDWHPHQW�RI�DFWLYLWLHV��WKH�FRVW�RI�WKRVH�DVVHWV�
DUH�DOORFDWHG�RYHU�WKHLU�HVWLPDWHG�XVHIXO�OLYHV�DQG�UHSRUWHG�DV
GHSUHFLDWLRQ�H[SHQVH�� �����������

7UDQVIHUV�LQ�UHODWHG�WR�FDSLWDO�DVVHWV�DUH�QRW�ILQDQFLDO�UHVRXUFHV�DQG�
WKHUHIRUH��DUH�QRW�UHSRUWHG�LQ�WKH�JRYHUPHQWDO�IXQGV� ����������

,QFUHDVH�LQ�FRPSHQVDWHG�DEVHQFHV�UHSRUWHG�LQ�WKH�VWDWHPHQW�RI�DFWLYLWLHV
GR�QRW�UHTXLUH�WKH�XVH�RI�FXUUHQW�ILQDQFLDO�UHVRXUFHV�DQG
WKHUHIRUH�QRW�UHSRUWHG�DV�H[SHQGLWXUHV�LQ�WKH�JRYHUQPHQWDO�IXQGV� ���������

,QFUHDVH�LQ�ZRUNHUV
�FRPSHQVDWLRQ�OLDELOLW\�UHSRUWHG�LQ�WKH�
VWDWHPHQW�RI�DFWLYLWLHV�GR�QRW�UHTXLUH�WKH�XVH�RI�FXUUHQW
ILQDQFLDO�UHVRXUFHV�DQG�WKHUHIRUH�LV�QRW�UHSRUWHG�DV
H[SHQGLWXUHV�LQ�WKH�JRYHUQPHQWDO�IXQGV� �����

2WKHU�ILQDQFLQJ�VRXUFHV�UHSRUWHG�RQ�WKH�VWDWHPHQW�RI�DFWLYLWLHV�WKDW�
GR�QRW�SURYLGH�RU�XVH�FXUUHQW�ILQDQFLDO�UHVRXUFHV�DQG�DUH�UHSRUWHG�
DV�XQDYDLODEOH�UHYHQXHV�LQ�WKH�JRYHUQPHQWDO�IXQGV��QHW�RI�SULRU�\HDU
WUDQVIHUV�UHFRUGHG�LQ�WKH�FXUUHQW�SHULRG� �����������

&KDQJH�LQ�1HW�3RVLWLRQ���*RYHUQPHQWDO�$FWLYLWLHV ����������������������

5HFRQFLOLDWLRQ�RI�WKH�6WDWHPHQW�RI�5HYHQXHV��([SHQGLWXUHV�DQG�
&KDQJHV�LQ�)XQG�%DODQFHV�WR�WKH�6WDWHPHQW�RI�$FWLYLWLHV
)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

*HQHUDO�)XQG
6WDWHPHQW�RI�5HYHQXHV�DQG�([SHQGLWXUHV���%XGJHW�DQG�$FWXDO
)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

2ULJLQDO )LQDO

$FWXDO�RQ�
%XGJHWDU\�%DVLV

9DULDQFH�
)DYRUDEOH�

�8QIDYRUDEOH�

5HYHQXHV����

6WDWH�DOORWPHQWV ������������������ ������������������ ������������������ �������������������� �

([SHQGLWXUHV�

*HQHUDO�DGPLQLVWUDWLRQ ������������������� � ������������������� � ������������������� � �������

(QYLURQPHQWDO�KHDOWK ������������������� � ������������������� � ������������������� � ���������

%HKDYLRUDO�KHDOWK�VHUYLFHV ������������������ � ������������������ � ������������������ � ���������

+HDOWK�UHVRXUFHV ������������������ � ������������������ � ������������������ � ���������

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

([FHVV�RI�UHYHQXHV�RYHU

H[SHQGLWXUHV ��������������������� � ��������������������� � ��������������������� � ��������������������� �

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6SHFLDO�5HYHQXH�)XQGV
6WDWHPHQW�RI�5HYHQXHV�DQG�([SHQGLWXUHV���%XGJHW�DQG�$FWXDO
)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

2ULJLQDO )LQDO

'HSRVLW�
%HYHUDJH�
&RQWDLQHU�

'HSRVLW�6SHFLDO�
5HYHQXH�)XQG

0HQWDO�+HDOWK�
6XEVWDQFH�
$EXVH

9DULDQFH�
)DYRUDEOH�

�8QIDYRUDEOH�

5HYHQXHV����

,QWHUJRYHUQPHQWDO�UHYHQXHV�

'HSRVLW�EHYHUDJH�FRQWDLQHU�GHSRVLW� ������������������ ������������������ ����������������� ������������������� ��������������������

0HQWDO�KHDOWK�VXEVWDQFH�DEXVH ������������������� ������������������� ���������������������� ����������������� �����������

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

([SHQGLWXUHV�

(QYLURQPHQWDO�KHDOWK

'HSRVLW�EHYHUDJH�FRQWDLQHU�GHSRVLW ������������������� ������������������� ������������������ �������������������� ���������

%HKDYLRULDO�KHDOWK�VHUYLFHV

0HQWDO�KHDOWK�VXEVWDQFH�DEXVH ������������������� ������������������� ���������������������� ����������������� ���������

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

([FHVV��GHILFLHQF\��RI�UHYHQXHV

RYHU��XQGHU��H[SHQGLWXUHV ���������������������� ���������������������� ������������������� ���������������� ���������������������

$FWXDO�RQ�%XGJHWDU\�%DVLV

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6WDWHPHQW�RI�1HW�3RVLWLRQ���3URSULHWDU\�)XQGV
�-XQH���������

:DWHU�3ROOXWLRQ�
&RQWURO�

5HYROYLQJ�)XQG

'ULQNLQJ�:DWHU�
7UHDWPHQW�

5HYROYLQJ�/RDQ�
)XQG 7RWDO

$VVHWV�DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�
&XUUHQW�DVVHWV�
(TXLW\�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV
DQG�LQYHVWPHQWV�LQ�6WDWH�7UHDVXU\ ������������������� ����������������������� �������������������

/RDQ�IHHV�UHFHLYDEOH ������� ������� ���������
$FFUXHG�LQWHUHVW�UHFHLYDEOH ������� ������� �������
'XH�IURP�)HGHUDO�*RYHUQPHQW � ������� �������
'XH�IURP�6WDWH�7UHDVXU\ ��������� ������� ���������
$FFRXQWV�UHFHLYDEOH � ����� �����
&XUUHQW�SRUWLRQ�RI�ORDQV�UHFHLYDEOH ���������� ���������� ����������

7RWDO�FXUUHQW�DVVHWV �������������������� ������������������������ �����������

/RDQV�UHFHLYDEOH��QHW�RI�FXUUHQW�SRUWLRQ ����������� ����������� �����������
&DSLWDO�DVVHWV��QHW�RI�DFFXPXODWHG�GHSUHFLDWLRQ ������� ������� ���������

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

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV ��������� �������������������������� ���������

7RWDO�DVVHWV�DQG�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV ������������������� ���������������������� �������������������

/LDELOLWLHV��'HIHUUHG�,QIORZV�RI�5HVRXUFHV��DQG�1HW�3RVLWLRQ�
&XUUHQW�OLDELOLWLHV��
$FFRXQWV�SD\DEOH�DQG�RWKHU�DFFUXHG�OLDELOLWLHV ���������������������� ������������������������� ����������������������

$FFUXHG�YDFDWLRQ��QHW�RI�FXUUHQW�SRUWLRQ ������� ������� �������
1HW�SHQVLRQ�OLDELOLW\ ��������� ��������� ���������
1HW�RWKHU�SRVWHPSOR\PHQW�EHQHILWV�OLDELOLW\ ��������� ��������� ���������

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

'HIHUUHG�LQIORZV�RI�UHVRXUFHV ������� �������������������������� �������

1HW�3RVLWLRQ�
1HW�LQYHVWPHQW�LQ�FDSLWDO�DVVHWV ������� ������� ���������
5HVWULFWHG���H[SHQGDEOH ����������� ����������� �����������

7RWDO�QHW�SRVLWLRQ �������������������� ����������������������� �����������

7RWDO�OLDELOLWLHV��GHIHUUHG�LQIORZV�RI�UHVRXUFHV�
�DQG�QHW�SRVLWLRQ ������������������� ���������������������� �������������������

%XVLQHVV�W\SH�$FWLYLWLHV���(QWHUSULVH�)XQG

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6WDWHPHQW�RI�5HYHQXHV��([SHQVHV�DQG�&KDQJHV�LQ�1HW�3RVLWLRQ���3URSULHWDU\�)XQGV
)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

:DWHU�3ROOXWLRQ�
&RQWURO�5HYROYLQJ

)XQG

'ULQNLQJ�:DWHU�
7UHDWPHQW�

5HYROYLQJ�/RDQ�
)XQG 7RWDO

2SHUDWLQJ�5HYHQXHV�
,QWHUHVW�LQFRPH�IURP�ORDQV ���������������������� ����������������������� ����������������������
$GPLQLVWUDWLYH�ORDQ�IHHV ��������� ��������� ���������

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

([SHQVHV�
$GPLQLVWUDWLYH ��������� ��������� ���������
6WDWH�SURJUDP�PDQDJHPHQW �������������������������� ������� �������
:DWHU�SURWHFWLRQ �������������������������� ������� �������
3ULQFLSDO�IRUJLYHQHVV�IRU�65) ����������������������� ��������� ���������
6PDOO�V\VWHP�WHFKQLFDO�DVVLVWDQFH �������������������������� ������ ������

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

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

1RQRSHUDWLQJ�5HYHQXHV�DQG�([SHQVHV�
6WDWH�FRQWULEXWLRQV ��������� ��������� ���������
)HGHUDO�FRQWULEXWLRQV ���������� ��������� ����������
2WKHU�LQWHUHVW�LQFRPH ��������� ������� ���������
2WKHU�LQFRPH ����� ����� ������

7RWDO�QRQRSHUDWLQJ�UHYHQXHV
DQG�H[SHQVHV ���������������������� ���������������������� ����������

&KDQJH�LQ�QHW�SRVLWLRQ ���������������������� ����������������������� ����������

1HW�3RVLWLRQ�
%HJLQQLQJ�RI�\HDU ��������������������� ��������������������� �����������

(QG�RI�\HDU ������������������� ������������������� �������������������

%XVLQHVV�W\SH�$FWLYLWLHV�(QWHUSULVH�)XQG

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6WDWHPHQW�RI�&DVK�)ORZV���3URSULHWDU\�)XQGV
)RU�WKH�)LVFDO�<HDU�(QGHG�-XQH���������

:DWHU�3ROOXWLRQ�
&RQWURO�

5HYROYLQJ�)XQG

'ULQNLQJ�:DWHU�
7UHDWPHQW�

5HYROYLQJ�/RDQ�
)XQG 7RWDO

&DVK�)ORZV�IURP�2SHUDWLQJ�$FWLYLWLHV�
3D\PHQWV�WR�HPSOR\HHV ��������������������� �������������������� ���������������������
3D\PHQWV�WR�YHQGRUV ����������������������� ���������������������� �����������

1HW�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV ���������������������� ��������������������� �����������

&DVK�)ORZV�IURP�1RQFDSLWDO�)LQDQFLQJ�$FWLYLWLHV�
6WDWH�FRQWULEXWLRQV ��������������������� ��������������������� ���������
)HGHUDO�FRQWULEXWLRQV �������������������� ��������������������� ����������

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

&DVK�)ORZV�IURP�&DSLWDO�DQG�5HODWHG�)LQDQFLQJ�$FWLYLWLHV��
3XUFKDVH�RI�HTXLSPHQW ������������������������ ������������������������ ��������

&DVK�)ORZV�IURP�,QYHVWLQJ�$FWLYLWLHV�
3ULQFLSDO�UHSD\PHQWV�RQ�ORDQV �������������������� �������������������� ����������
'LVEXUVHPHQW�RI�ORDQ�SURFHHGV ��������������������� �������������������� ������������
,QWHUHVW�LQFRPH�IURP�ORDQV ��������������������� ���������������������� ���������
$GPLQLVWUDWLYH�ORDQ�IHHV ��������������������� ��������������������� ���������
2WKHU�LQWHUHVW�LQFRPH ��������������������� ���������������������� ���������

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV ���������������������� ��������������������� ������������

1HW�LQFUHDVH��GHFUHDVH��LQ�FDVK ��������������������� ��������������������� ���������

(TXLW\�LQ�&DVK�DQG�&DVK�(TXLYDOHQWV�DQG�,QYHVWPHQWV�LQ�6WDWH�7UHDVXU\�
%HJLQQLQJ�RI�\HDU ������������������� �������������������� �����������

(QG�RI�\HDU ������������������ ������������������� ������������������

5HFRQFLOLDWLRQ�RI�2SHUDWLQJ�/RVV�WR�1HW�&DVK�8VHG�LQ
2SHUDWLQJ�$FWLYLWLHV�
2SHUDWLQJ�ORVV ��������������������� �������������������� ���������������������
$GMXVWPHQWV�WR�UHFRQFLOH�RSHUDWLQJ�LQFRPH��ORVV��WR�QHW�FDVK

XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV�
'HSUHFLDWLRQ�H[SHQVH ����������������������� ���������������������� �������
3ULQFLSDO�IRUJLYHQHVV�IRU�65) ��������������������� ��������������������� ���������
,QWHUHVW�LQFRPH�IURP�ORDQV ���������������������� ���������������������� �����������
$GPLQLVWUDWLYH�ORDQ�IHHV ���������������������� ��������������������� �����������
,Q�NLQG�FRQWULEXWLRQ�IURP�WKH�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\ ���������������������� ������������������������ �������
1RQ�LPSRVHG�IULQJH�EHQHILWV ������������������������ ������������������������ ������

&KDQJH�LQ�DVVHWV��GHIHUUHG�RXWIORZV��OLDELOLWLHV��DQG�GHIHUUHG�LQIORZV�
'XH�IURP�6WDWH�7UHDVXU\ ������������������������ ������������������������ �����
$FFRXQWV�UHFHLYDEOH ������������������������ �������������������������� ��
$FFRXQWV�SD\DEOH�DQG�RWKHU�DFFUXHG�OLDELOLWLHV ������������������������ ���������������������� �������
1HW�GHIHUUHG�RXWIORZV�LQIORZV�RI�UHVRXUFHV� ����������������������� ���������������������� �������
1HW�SHQVLRQ�OLDELOLW\ ����������������������� ����������������������� �������
1HW�RWKHU�SRVWHPSOR\PHQW�EHQHILWV�OLDELOLW\ ����������������������� ����������������������� ������

1HW�FDVK�XVHG�LQ�RSHUDWLQJ�DFWLYLWLHV ��������������������� �������������������� ���������������������

%XVLQHVV�W\SH�$FWLYLWLHV���(QWHUSULVH�)XQG

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

)LGXFLDU\�)XQGV
6WDWHPHQW�RI�)LGXFLDU\�1HW�3RVLWLRQ���$JHQF\�)XQGV
-XQH���������

$VVHWV���
&DVK�DQG�FDVK�HTXLYDOHQWV ��������������� �

7RWDO�DVVHWV �������

/LDELOLWLHV���
'XH�WR�RWKHUV �������

7RWDO�OLDELOLWLHV �������

1HW�3RVLWLRQ �����������������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�WKH�EDVLF�ILQDQFLDO�VWDWHPHQWV�

��



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

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

���

��� 2UJDQL]DWLRQ�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV�

D�� )LQDQFLDO�5HSRUWLQJ�(QWLW\�

7KH� 6WDWH� RI� +DZDLL�� 'HSDUWPHQW� RI� +HDOWK� �WKH� 'HSDUWPHQW��� DGPLQLVWHUV� DQG� RYHUVHHV�
VWDWHZLGH� SHUVRQDO� KHDOWK� VHUYLFHV�� KHDOWK� SURPRWLRQ� DQG� GLVHDVH� SUHYHQWLRQ�� PHQWDO� KHDOWK�
SURJUDPV��PRQLWRULQJ�RI� WKH� HQYLURQPHQW��DQG� WKH�HQIRUFHPHQW�RI� HQYLURQPHQWDO�KHDOWK� ODZV���
)HGHUDO�JUDQWV�UHFHLYHG�WR�VXSSRUW�WKH�6WDWH¶V�KHDOWK�VHUYLFHV�DQG�SURJUDPV�DUH�DGPLQLVWHUHG�E\�
WKH�'HSDUWPHQW��

7KH� DFFRPSDQ\LQJ�ILQDQFLDO� VWDWHPHQWV�RI� WKH�'HSDUWPHQW�KDYH� EHHQ�SUHSDUHG� LQ�FRQIRUPLW\�
ZLWK� DFFRXQWLQJ� SULQFLSOHV� JHQHUDOO\� DFFHSWHG� LQ� WKH� 8QLWHG� 6WDWHV� RI� $PHULFD� �*$$3��
SUHVFULEHG�E\�WKH�*RYHUQPHQWDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��*$6%���

7KH�'HSDUWPHQW�LV�SDUW�RI� WKH�H[HFXWLYH�EUDQFK�RI� WKH�6WDWH�RI�+DZDLL� �6WDWH����7KH�ILQDQFLDO�
VWDWHPHQWV�RI�WKH�'HSDUWPHQW�DUH�LQWHQGHG�WR�SUHVHQW�WKH�ILQDQFLDO�SRVLWLRQ�DQG� WKH� FKDQJHV� LQ�
ILQDQFLDO� SRVLWLRQ� DQG� FDVK� IORZV�� ZKHUH� DSSOLFDEOH�� RI� RQO\� WKDW� SRUWLRQ� RI� WKH�
JRYHUQPHQWDO� DFWLYLWLHV�� EXVLQHVV�W\SH� DFWLYLWLHV�� HDFK� PDMRU� IXQG�� DQG� WKH� DJJUHJDWH�
UHPDLQLQJ� IXQG� LQIRUPDWLRQ� RI� WKH� 6WDWH� WKDW� LV� DWWULEXWDEOH� WR� WKH� WUDQVDFWLRQV� RI� WKH�
'HSDUWPHQW�� �7KH\�GR�QRW� SXUSRUW� WR�� DQG�GR�QRW�� SUHVHQW� IDLUO\� WKH�ILQDQFLDO� SRVLWLRQ� RI� WKH�
6WDWH� DV� RI� -XQH� ���� ������ DQG� WKH� FKDQJHV� LQ� LWV� ILQDQFLDO� SRVLWLRQ� DQG� FDVK� IORZV�� DQG�
EXGJHWDU\�FRPSDULVRQV��ZKHUH�DSSOLFDEOH��IRU� WKH�\HDU�WKHQ�HQGHG� LQ� FRQIRUPLW\�ZLWK�*$$3���
7KH� 6WDWH� &RPSWUROOHU�PDLQWDLQV� WKH� FHQWUDO� DFFRXQWV� IRU� DOO� 6WDWH� IXQGV� DQG� SXEOLVKHV� WKH�
6WDWH¶V� &RPSUHKHQVLYH� $QQXDO� )LQDQFLDO� 5HSRUW� �&$)5���ZKLFK� LQFOXGHV� WKH�'HSDUWPHQW¶V�
ILQDQFLDO�DFWLYLWLHV��

$FW������6HVVLRQ�/DZV�RI�+DZDLL�RI�������HVWDEOLVKHG�WKH�+DZDLL�+HDOWK�6\VWHPV�&RUSRUDWLRQ�
�++6&�� DV� D� SXEOLF� ERG\� FRUSRUDWH� DQG� SROLWLF� DQG� DQ� LQVWUXPHQWDOLW\�DQG� DJHQF\� RI� WKH�
6WDWH�� �++6&� FRQVLVWV� RI� WKH� VWDWH� KRVSLWDOV� DQG� ZDV� FUHDWHG� WR�SURYLGH�TXDOLW\�KHDOWK�FDUH�
IRU� DOO� RI� WKH� SHRSOH� LQ� WKH� 6WDWH�� � ++6&� FRPPHQFHG� RSHUDWLRQV� RQ� -XO\��������� DQG� LV�
DGPLQLVWUDWLYHO\� DWWDFKHG� WR� WKH� 'HSDUWPHQW�� � +RZHYHU�� ++6&� LV� D� FRPSRQHQW� XQLW� RI� WKH�
6WDWH� DQG� QRW� WKH� 'HSDUWPHQW�� �++6&¶V� VWDQG�DORQH� ILQDQFLDO� VWDWHPHQWV� DUH� LQFOXGHG� LQ� WKH�
6WDWH¶V�&$)5�EXW�DUH�QRW�LQFOXGHG�LQ�WKH�'HSDUWPHQW¶V�EDVLF�ILQDQFLDO�VWDWHPHQWV��



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

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

���

��� 2UJDQL]DWLRQ�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV��FRQWLQXHG��

E�� *RYHUQPHQW�ZLGH�)LQDQFLDO�6WDWHPHQWV

7KH� JRYHUQPHQW�ZLGH� VWDWHPHQWV� RI� QHW� SRVLWLRQ� DQG� DFWLYLWLHV� DUH� UHSRUWHG� 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�HOLJLELOLW\�UHTXLUHPHQWV�LPSRVHG�E\�WKH�SURYLGHU�KDYH�EHHQ�PHW��

&HUWDLQ� HOLPLQDWLRQV� KDYH� EHHQ� PDGH� DV� SUHVFULEHG� E\� *$6%� 6WDWHPHQW� 1R�� ���� %DVLF�
)LQDQFLDO� 6WDWHPHQWV� �� DQG� 0DQDJHPHQW¶V� 'LVFXVVLRQ� DQG� $QDO\VLV� �� IRU� 6WDWH� DQG�/RFDO�
*RYHUQPHQWV�� UHODWHG� WR� LQWHUIXQG� DFWLYLWLHV�� UHFHLYDEOHV�� DQG� SD\DEOHV�� �$OO� LQWHUQDO� EDODQFHV�
KDYH�EHHQ�HOLPLQDWHG�H[FHSW� WKRVH� UHSUHVHQWLQJ�EDODQFHV�EHWZHHQ�JRYHUQPHQWDO�DQG�EXVLQHVV�
W\SH� DFWLYLWLHV�� ZKLFK� DUH� SUHVHQWHG� DV� LQWHUQDO� EDODQFHV� DQG� HOLPLQDWHG� LQ� WKH� WRWDO�
GHSDUWPHQW� FROXPQ� ZKHQ� DSSOLFDEOH�� � ,Q� WKH� VWDWHPHQW� RI� DFWLYLWLHV�� WKRVH� WUDQVDFWLRQV�
EHWZHHQ�JRYHUQPHQWDO�DQG�EXVLQHVV�W\SH�DFWLYLWLHV�KDYH�QRW�EHHQ�HOLPLQDWHG���,Q�DGGLWLRQ��WKH�
ILGXFLDU\�IXQGV�DFFRXQW� IRU� QHW� SRVLWLRQ�KHOG� LQ� D� WUXVWHH�RU� DJHQW�FDSDFLW\�IRU�RWKHUV�� �7KHVH�
IXQGV�DUH�QRW� UHIOHFWHG� LQ� WKH�JRYHUQPHQW�ZLGH� ILQDQFLDO� VWDWHPHQWV�VLQFH� WKHVH� UHVRXUFHV�DUH�
QRW�DYDLODEOH�WR�VXSSRUW�WKH�'HSDUWPHQW¶V�SURJUDPV��

F�� )XQG�)LQDQFLDO�6WDWHPHQWV

7KH� JRYHUQPHQWDO� IXQG� ILQDQFLDO� VWDWHPHQWV� DUH� UHSRUWHG� XVLQJ� WKH� FXUUHQW� ILQDQFLDO�
UHVRXUFHV� PHDVXUHPHQW� IRFXV� DQG� WKH� PRGLILHG� DFFUXDO� EDVLV� RI� DFFRXQWLQJ�� �5HYHQXHV� DUH�
UHFRJQL]HG�DV�VRRQ�DV�WKH\�DUH�ERWK�PHDVXUDEOH� DQG� DYDLODEOH���5HYHQXHV� DUH� FRQVLGHUHG� WR� EH�
DYDLODEOH� ZKHQ� WKH\� DUH�FROOHFWLEOH�ZLWKLQ�WKH�FXUUHQW�SHULRG�RU�VRRQ�HQRXJK�WKHUHDIWHU�WR�SD\�
OLDELOLWLHV� RI� WKH� FXUUHQW� SHULRG�� � )RU� WKLV� SXUSRVH�� WKH� 'HSDUWPHQW� FRQVLGHUV� UHYHQXHV� RWKHU�
WKDQ�IHGHUDO�JUDQWV�DQG�DVVLVWDQFH�DZDUGV�WR�EH�DYDLODEOH�LI�WKH\�DUH�FROOHFWHG�ZLWKLQ� ��� GD\V�
RI� WKH� HQG� RI� WKH� FXUUHQW� ILVFDO� \HDU� HQG���

)HGHUDO�JUDQWV�DQG�DVVLVWDQFH�DZDUGV�PDGH�RQ�WKH�EDVLV�RI�HQWLWOHPHQW�SHULRGV�DUH�UHFRUGHG�DV�
UHYHQXH�ZKHQ�DYDLODEOH�DQG�HQWLWOHPHQW�RFFXUV�ZKLFK�LV�JHQHUDOO\�ZLWKLQ����PRQWKV�RI�WKH�HQG�
RI� WKH� FXUUHQW� ILVFDO� \HDU�� � $OO� RWKHU� IHGHUDO� UHLPEXUVHPHQW�W\SH� JUDQWV� DUH� UHFRUGHG� DV�
LQWHUJRYHUQPHQWDO� UHFHLYDEOHV� DQG� UHYHQXHV� ZKHQ� WKH� UHODWHG� H[SHQGLWXUH� RU� H[SHQVHV� DUH�
LQFXUUHG�DV�RI�ILVFDO�\HDU�HQG�DQG�IXQGV�DUH�DYDLODEOH��
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([SHQGLWXUHV�JHQHUDOO\�DUH�UHFRUGHG�ZKHQ�D� OLDELOLW\� LV� LQFXUUHG��DV�XQGHU�DFFUXDO�DFFRXQWLQJ���
+RZHYHU�� H[SHQGLWXUHV� UHODWHG� WR� FRPSHQVDWHG� DEVHQFHV� DQG� FODLPV� DQG� MXGJPHQWV� DUH�
UHFRUGHG�RQO\�ZKHQ�SD\PHQW�LV�GXH��

7KH� SURSULHWDU\� DQG� ILGXFLDU\� IXQG� ILQDQFLDO� VWDWHPHQWV� DUH� UHSRUWHG� XVLQJ� WKH� HFRQRPLF�
UHVRXUFHV�PHDVXUHPHQW�IRFXV� DQG� WKH� DFFUXDO� EDVLV� RI� DFFRXQWLQJ�� VLPLODU�WR�WKH�JRYHUQPHQW�
ZLGH�ILQDQFLDO�VWDWHPHQWV�GHVFULEHG�DERYH��

3URSULHWDU\� IXQGV� GLVWLQJXLVK� RSHUDWLQJ� UHYHQXHV� DQG� H[SHQVHV� IURP� QRQRSHUDWLQJ� LWHPV���
2SHUDWLQJ�UHYHQXHV�DQG� H[SHQVHV�JHQHUDOO\�UHVXOW� IURP�SURYLGLQJ�VHUYLFHV�DQG�SURGXFLQJ�DQG�
GHOLYHULQJ� JRRGV� LQ� FRQQHFWLRQ� ZLWK� D� SURSULHWDU\� IXQG¶V� SULQFLSDO� RQJRLQJ� RSHUDWLRQV���
5HYHQXHV�DQG�H[SHQVHV�QRW�PHHWLQJ�WKLV�GHILQLWLRQ�DUH� UHSRUWHG�DV�QRQRSHUDWLQJ�UHYHQXHV�DQG�
H[SHQVHV�� �7KH� SULQFLSDO� RSHUDWLQJ� UHYHQXHV�RI� WKH�SURSULHWDU\� IXQGV� DUH� LQWHUHVW� LQFRPH� DQG�
DGPLQLVWUDWLYH�ORDQ�IHHV�RQ�ORDQV�PDGH�WR�FRXQW\�JRYHUQPHQWV���)HGHUDO�JUDQWV��VWDWH�PDWFKLQJ�
IXQGV�DQG�LQWHUHVW�LQFRPH�IURP�VRXUFHV�RWKHU�WKDQ�ORDQV�DUH�UHSRUWHG�DV�QRQRSHUDWLQJ�UHYHQXHV���
3ULQFLSDO�IRUJLYHQHVV�IRU�ORDQV�DUH�UHSRUWHG�DV�RSHUDWLQJ�H[SHQVHV��

$�GHVFULSWLRQ�RI�WKH�IXQGV�DGPLQLVWHUHG�E\�WKH�'HSDUWPHQW�LV�DV�IROORZV��

*HQHUDO�)XQG ��7KH�*HQHUDO�)XQG�LV�WKH�JHQHUDO�RSHUDWLQJ�IXQG�RI�WKH�'HSDUWPHQW���,W�LV�XVHG�
WR�DFFRXQW�IRU�DOO�ILQDQFLDO�UHVRXUFHV�H[FHSW�WKRVH�UHTXLUHG�WR�EH�DFFRXQWHG�IRU�LQ�DQRWKHU�IXQG���
7KH�*HQHUDO�)XQG�SUHVHQWHG�LV�D�SDUW�RI�WKH�6WDWH¶V�*HQHUDO� )XQG� DQG� LV� OLPLWHG� WR� RQO\� WKRVH�
DSSURSULDWLRQV� DQG� REOLJDWLRQV� RI� WKH�'HSDUWPHQW��

6SHFLDO� 5HYHQXH� )XQGV �� 6SHFLDO� UHYHQXH� IXQGV� DUH� XVHG� WR� DFFRXQW� IRU� WKH� SURFHHGV� RI�
VSHFLILF� UHYHQXH� VRXUFHV� �RWKHU� WKDQ� PDMRU� FDSLWDO� SURMHFWV�� WKDW� DUH� OHJDOO\� UHVWULFWHG� WR�
H[SHQGLWXUHV�IRU�VSHFLILHG�SXUSRVHV�

&DSLWDO�3URMHFWV�)XQGV���&DSLWDO�SURMHFWV�IXQGV�DUH�XVHG�WR�DFFRXQW�IRU�ILQDQFLDO�UHVRXUFHV�WR�
EH�XVHG�IRU�WKH�DFTXLVLWLRQ�RU�FRQVWUXFWLRQ�RI�PDMRU�FDSLWDO�IDFLOLWLHV��RWKHU�WKDQ�WKRVH�ILQDQFHG�
E\�SURSULHWDU\�IXQGV��DQG�DUH�LQFOXGHG�LQ�2WKHU�)XQGV�LQ�WKH�IXQG�ILQDQFLDO�VWDWHPHQWV�
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7KH� 'HSDUWPHQW� DFFRXQWV� IRU� JRYHUQPHQWDO� IXQG� EDODQFHV� LQ� DFFRUGDQFH� ZLWK� *$6%�
6WDWHPHQW� 1R�� ��� �*$6%6� ����� )XQG� %DODQFH� 5HSRUWLQJ� DQG� *RYHUQPHQWDO� )XQG� 7\SH�
'HILQLWLRQV�� � *$6%6� ��¶V� KLHUDUFKLFDO� IXQG� EDODQFH� FODVVLILFDWLRQ� VWUXFWXUH� LV� EDVHG�
SULPDULO\�RQ�WKH�H[WHQW�WR�ZKLFK�D�JRYHUQPHQW�LV�ERXQG�WR�IROORZ�FRQVWUDLQWV�RQ�KRZ�UHVRXUFHV�
FDQ�EH�VSHQW���&ODVVLILFDWLRQV�LQFOXGH��

1RQVSHQGDEOH� IXQG� EDODQFH� �� DPRXQWV� WKDW� DUH� QRW� LQ� VSHQGDEOH� IRUP� �VXFK� DV�LQYHQWRU\��
RU�DUH�UHTXLUHG�WR�EH�PDLQWDLQHG�LQWDFW��

5HVWULFWHG �� DPRXQWV� FRQVWUDLQHG� WR� VSHFLILF� SXUSRVHV� E\� WKHLU� SURYLGHUV� �VXFK� DV� FUHGLWRUV��
JUDQWRUV�RU�RWKHU�JRYHUQPHQWV��WKURXJK�FRQVWLWXWLRQDO�SURYLVLRQV��RU�E\�HQDEOLQJ�OHJLVODWLRQ��

&RPPLWWHG �� DPRXQWV� FRQVWUDLQHG� WR� VSHFLILF� SXUSRVHV� E\� D� JRYHUQPHQW� LWVHOI�� XVLQJ� LWV�
KLJKHVW� OHYHO� RI� GHFLVLRQ�PDNLQJ� DXWKRULW\�� WR� EH� UHSRUWHG� DV� FRPPLWWHG�� DPRXQWV� FDQQRW� EH�
XVHG� IRU� DQ\� RWKHU� SXUSRVH� XQOHVV� WKH� JRYHUQPHQW� WDNHV� WKH� VDPH�KLJKHVW� OHYHO� RI� DFWLRQ� WR�
UHPRYH�RU�FKDQJH�WKH�FRQVWUDLQW��

$VVLJQHG ��DPRXQWV�D�JRYHUQPHQW�LQWHQGV�WR�XVH�IRU�D�VSHFLILF�SXUSRVH��LQWHQW�FDQ�EH�H[SUHVVHG�
E\� WKH� JRYHUQLQJ� ERG\� RU� E\� DQ� RIILFLDO� RU� ERG\� WR� ZKLFK� WKH� JRYHUQPHQW� GHOHJDWHV� WKH�
DXWKRULW\��

8QDVVLJQHG �� DPRXQWV� WKDW� DUH� DYDLODEOH� IRU� DQ\� SXUSRVH�� SRVLWLYH� DPRXQWV� DUH� UHSRUWHG�
RQO\�LQ�WKH�JHQHUDO�IXQG��

:KHQ� ERWK� UHVWULFWHG� DQG� XQUHVWULFWHG� EDODQFHV� DUH� DYDLODEOH� IRU� XVH�� LW� LV� WKH�'HSDUWPHQW¶V�
SROLF\� WR� XVH� UHVWULFWHG� IXQG� EDODQFH� ILUVW�� WKHQ� XQUHVWULFWHG� IXQG� EDODQFH�� � )XUWKHUPRUH��
FRPPLWWHG�IXQG�EDODQFHV�DUH�UHGXFHG�ILUVW��IROORZHG�E\�DVVLJQHG�DPRXQWV��DQG�WKHQ�XQDVVLJQHG�
DPRXQWV� ZKHQ� H[SHQGLWXUHV� DUH� LQFXUUHG� IRU� SXUSRVHV� IRU� ZKLFK� DPRXQWV� LQ� DQ\� RI� WKRVH�
XQUHVWULFWHG�FODVVLILFDWLRQV�FDQ�EH�XVHG��
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3URSULHWDU\�)XQGV��%XVLQHVV�7\SH�$FWLYLWLHV��

(QWHUSULVH�)XQGV���(QWHUSULVH�IXQGV�DUH�XVHG�WR�DFFRXQW�IRU� WKH�DFWLYLWLHV�IRU�ZKLFK�WKH� LQWHQW�
RI�PDQDJHPHQW� LV� WR� UHFRYHU��SULPDULO\� WKURXJK�XVHU� FKDUJHV�� WKH� FRVW� RI�SURYLGLQJ�JRRGV� RU�
VHUYLFHV� WR� FXVWRPHUV� RU� ZKHUH� VRXQG� ILQDQFLDO� PDQDJHPHQW� GLFWDWHV� WKDW� SHULRGLF�
GHWHUPLQDWLRQ�RI�UHVXOWV�RI�RSHUDWLRQV�DUH�DSSURSULDWH��

)LGXFLDU\�)XQGV

$JHQF\�)XQGV� ��$JHQF\� IXQGV� DUH� XVHG� WR� DFFRXQW� IRU� FDVK� FROOHFWHG� DQG� GLVEXUVHG�E\� WKH�
'HSDUWPHQW�LQ�D�FXVWRGLDO�FDSDFLW\��

G�� (TXLW\�LQ�&DVK�DQG�&DVK�(TXLYDOHQWV�DQG�,QYHVWPHQWV�LQ�6WDWH�7UHDVXU\�

7KH�6WDWH�'LUHFWRU�RI�)LQDQFH�LV� UHVSRQVLEOH�IRU� WKH�VDIHNHHSLQJ�RI�FDVK�LQ� WKH�6WDWH�7UHDVXU\�
LQ� DFFRUGDQFH� ZLWK� 6WDWH� ODZV�� �7KH� 'LUHFWRU� RI� )LQDQFH� PD\� LQYHVW� DQ\�PRQLHV� RI� WKH�
6WDWH�ZKLFK�� LQ� WKH�'LUHFWRU¶V� MXGJPHQW�� DUH� LQ� H[FHVV�RI� WKH� DPRXQWV�QHFHVVDU\� IRU�PHHWLQJ�
WKH�LPPHGLDWH�UHTXLUHPHQWV�RI� WKH�6WDWH���&DVK�LV�SRROHG�ZLWK�IXQGV�IURP�RWKHU�6WDWH�DJHQFLHV�
DQG�GHSDUWPHQWV�DQG� GHSRVLWHG� LQWR� DSSURYHG� ILQDQFLDO� LQVWLWXWLRQV� RU� LQ� WKH� 6WDWH� 7UHDVXU\�
,QYHVWPHQW� 3RRO� 6\VWHP�� �)XQGV� LQ� WKH�LQYHVWPHQW�SRRO�DFFUXH�LQWHUHVW�EDVHG�RQ�WKH�DYHUDJH�
ZHLJKWHG�FDVK�EDODQFHV�RI�HDFK�DFFRXQW��

7KH�6WDWH�UHTXLUHV�WKDW�GHSRVLWRU\�EDQNV�SOHGJH�DV�FROODWHUDO��JRYHUQPHQW�VHFXULWLHV�KHOG�LQ�WKH�
QDPH�RI�WKH�6WDWH�IRU�GHSRVLWV�QRW�FRYHUHG�E\�IHGHUDO�GHSRVLW�LQVXUDQFH��

*$6%�6WDWHPHQW�1R������'HSRVLW�DQG� ,QYHVWPHQW�5LVN�'LVFORVXUHV�� UHTXLUHV�GLVFORVXUHV�RYHU�
FRPPRQ� GHSRVLW� DQG� LQYHVWPHQW� ULVNV� UHODWHG� WR� FUHGLW� ULVN�� LQWHUHVW� UDWH� ULVN�� DQG� IRUHLJQ�
FXUUHQF\�ULVN���,QYHVWPHQWV�FDQ�EH�FDWHJRUL]HG�E\�W\SH��PDWXULW\�DQG�FXVWRGLDQ�WR�GHWHUPLQH�WKH�
OHYHO�RI�LQWHUHVW�UDWH��FUHGLW�DQG�FXVWRGLDO�ULVN�DVVXPHG�E\�WKH�'HSDUWPHQW���+RZHYHU��DV�DOO�RI�
WKH�'HSDUWPHQW¶V�PRQLHV�DUH�KHOG�LQ�WKH�6WDWH�FDVK�SRRO��WKH�'HSDUWPHQW�GRHV�QRW�PDQDJH�LWV�
RZQ� LQYHVWPHQWV� DQG� WKH� W\SHV� RI� LQYHVWPHQWV� DQG� UHODWHG� LQWHUHVW� UDWH�� FUHGLW� DQG� FXVWRGLDO�
ULVNV�DUH�QRW�GHWHUPLQDEOH�DW�WKH�GHSDUWPHQW�OHYHO���7KH�ULVN�GLVFORVXUHV�RI�WKH�6WDWH¶V�FDVK�SRRO�
DUH� LQFOXGHG� LQ� WKH� &$)5�ZKLFK�PD\� EH� REWDLQHG� IURP� WKH� 'HSDUWPHQW� RI� $FFRXQWLQJ� DQG�
*HQHUDO�6HUYLFHV¶��'$*6��ZHEVLWH��KWWS���DJV�KDZDLL�JRY�DFFRXQWLQJ�DQQXDO�ILQDQFLDO�UHSRUWV���
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H�� 'XH�IURP�2WKHU�6WDWH�$JHQFLHV�

5HFHLYDEOHV�GXH�IURP�RWKHU�6WDWH�DJHQFLHV�FRQVLVW�RI� UHLPEXUVHPHQWV�IURP� WKH�'HSDUWPHQW�RI�
+XPDQ� 6HUYLFHV� �'+6�� IRU� 0HGLFDLG� SD\PHQWV� WKDW� WKH� 'HSDUWPHQW�PDNHV� WR� SURYLGHUV� RI�
KHDOWK�VHUYLFHV���7KH�'HSDUWPHQW�LV�UHVSRQVLEOH�WR�SD\�WKH�6WDWH�SRUWLRQ�RI�WKH�0HGLFDLG�FODLPV��
DQG�'+6�UHLPEXUVHV�WKH�'HSDUWPHQW�IRU� WKH�)HGHUDO�SRUWLRQ�RI� WKH�FODLPV���7KH� UHFHLYDEOH�RI�
DSSUR[LPDWHO\����������LV�FRPSULVHG�RI�YDULRXV�0HGLFDLG�UHKDELOLWDWLRQ�RSWLRQ�FODLPV��

3D\PHQWV� PDGH� WR� SURYLGHUV� DQG� UHFHLYHG� IURP� '+6� IRU� WKH� )HGHUDO� SRUWLRQ� RI� WKH�
0HGLFDLG� FODLPV� DUH� FODVVLILHG� DV� H[SHQGLWXUHV� DQG� WUDQVIHUV� LQ�� UHVSHFWLYHO\�� IRU� ILQDQFLDO�
VWDWHPHQW�SXUSRVHV��

I�� 7REDFFR�6HWWOHPHQW�

,Q� 1RYHPEHU� ������ WKH� 6WDWH� VHWWOHG� LWV� WREDFFR� ODZVXLW� DV� SDUW� RI� D� QDWLRQZLGH� VHWWOHPHQW�
LQYROYLQJ� ��� RWKHU� VWDWHV� DQG� YDULRXV� WREDFFR� LQGXVWU\� GHIHQGDQWV�� � 8QGHU� WKH� VHWWOHPHQW��
WKRVH� WREDFFR� FRPSDQLHV� WKDW� KDYH� MRLQHG� LQ� WKH�0DVWHU�6HWWOHPHQW�$JUHHPHQW�ZLOO� SD\� WKH�
6WDWH� DSSUR[LPDWHO\������ ELOOLRQ� RYHU� D� ��� \HDU� SHULRG�� � 7KH� 'HSDUWPHQW� LV� UHVSRQVLEOH� IRU
DGPLQLVWHULQJ� WKH� +DZDLL� 7REDFFR� 6HWWOHPHQW� 6SHFLDO� )XQG� �+766)��� � 7KH� 'HSDUWPHQW� RI�
%XGJHW� DQG� )LQDQFH� UHFHLYHV� DOO� WREDFFR� VHWWOHPHQW�PRQLHV�� � 7KH� DQQXDO� WREDFFR� VHWWOHPHQW�
PRQLHV� DUH� WKHQ� WUDQVIHUUHG� WR� WKH�'HSDUWPHQW�� � 6XEVHTXHQWO\�� WKH�'HSDUWPHQW� DOORFDWHV� DQG�
DSSURSULDWHV�����SHUFHQW�RI� WKH� IXQGV� WR�RWKHU�6WDWH�DJHQFLHV�DQG�RWKHU�HQWLWLHV�LQ�DFFRUGDQFH�
ZLWK�$FW������6/+��������7KH�'HSDUWPHQW�UHFHLYHV�DQQXDO�SD\PHQWV�RQ�$SULO����RI�HDFK�\HDU�
IRU�WREDFFR�VHWWOHPHQWV�HDUQHG�IRU�WKH�SUHFHGLQJ�FDOHQGDU�\HDU��

'XULQJ�WKH�\HDU�HQGHG�-XQH�����������WKH�6WDWH�HQWHUHG�LQWR�DQ�DUELWUDWLRQ�VHWWOHPHQW�ZLWK�WKH�
7REDFFR� LQGXVWU\�� � $V� D� UHVXOW�� DUELWUDWLRQ� FUHGLWV� RI� DSSUR[LPDWHO\� ������ PLOOLRQ� ZLOO� EH�
DSSOLHG�DJDLQVW�WKH�DQQXDO�WREDFFR�VHWWOHPHQW�SD\PHQWV�WKURXJK�WKH�\HDU�HQGLQJ�-XQH�����������

7KH� 'HSDUWPHQW� UHFRJQL]HG� DSSUR[LPDWHO\� ������ PLOOLRQ� LQ� WREDFFR� VHWWOHPHQW� UHYHQXHV�
GXULQJ� WKH� \HDU� HQGHG� -XQH����������� � ,Q� DFFRUGDQFH� ZLWK� *$6%� 7HFKQLFDO� %XOOHWLQ� 1R��
�������� 7REDFFR� 6HWWOHPHQW� 5HFRJQLWLRQ� DQG� )LQDQFLDO� 5HSRUWLQJ� (QWLW\� ,VVXHV�� WKH�
'HSDUWPHQW�KDV�UHFRUGHG�D� WREDFFR�VHWWOHPHQW�UHFHLYDEOH�IRU�������PLOOLRQ�LQ�WKH�VWDWHPHQW�RI�
QHW� SRVLWLRQ� UHSUHVHQWLQJ� WREDFFR� VHWWOHPHQWV� HDUQHG� IRU� WKH� SHULRG� -DQXDU\���� ����� WKURXJK�
-XQH�����������
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J�� /RDQV�5HFHLYDEOH�

/RDQV� PDGH� WR� FRXQWLHV� DUH� IXQGHG� E\� IHGHUDO� FDSLWDOL]DWLRQ�JUDQWV��6WDWH�PDWFKLQJ�IXQGV��
UHSD\PHQWV�DQG� LQYHVWPHQW�LQWHUHVW� LQFRPH�� �/RDQ� IXQGV�DUH� GLVEXUVHG� WR� ORFDO� DJHQFLHV� DV�
WKH\� H[SHQG� IRU� WKH� SXUSRVHV� RI� WKH� ORDQ� DQG�UHTXHVW� UHLPEXUVHPHQW�IURP� WKH� SURSULHWDU\�
IXQGV�� � ,QWHUHVW� LV� FDOFXODWHG� IURP� WKH� GDWH� WKDW� IXQGV� DUH� DGYDQFHG�� � $IWHU� WKH� ILQDO�
GLVEXUVHPHQW�KDV�EHHQ�PDGH��WKH�SD\PHQW�VFKHGXOH�LGHQWLILHG�LQ�WKH�ORDQ�DJUHHPHQW�LV�DGMXVWHG�
IRU� WKH� DFWXDO� DPRXQWV� GLVEXUVHG� DQG� LQWHUHVW� DFFUXHG� GXULQJ� WKH� SURMHFW� SHULRG�� � &HUWDLQ�
FDSLWDOL]DWLRQ� JUDQWV� DOORZ� IRU� SRUWLRQV� RI� ORDQV� WR� EH� IRUJLYHQ� XSRQ� VDWLVIDFWLRQ� RI� FHUWDLQ�
UHTXLUHPHQWV��

K�� $GPLQLVWUDWLYH�/RDQ�)HHV�

7KH�'HSDUWPHQW�KDV�LPSOHPHQWHG�DQ�DGPLQLVWUDWLYH�ORDQ�IHH�SURJUDP�WR�SD\�IRU�WKH�SURSULHWDU\�
IXQG¶V�DGPLQLVWUDWLRQ�� LQFOXGLQJ�HPSOR\HH�VDODULHV�DQG�EHQHILWV���7KH�SURSULHWDU\�IXQGV�DSSO\�
DQ�DGPLQLVWUDWLYH�IHH�WR�DOO�ORDQV�DV�SURYLGHG�IRU�LQ�&KDSWHU�������RI�WKH�+DZDLL�$GPLQLVWUDWLYH�
5XOHV��

L�� &DSLWDO�$VVHWV�

&DSLWDO�DVVHWV��ZKLFK�LQFOXGH�EXLOGLQJV��IXUQLWXUH��DQG�HTXLSPHQW��DUH�UHSRUWHG�LQ�WKH�DSSOLFDEOH�
JRYHUQPHQWDO�RU� EXVLQHVV�W\SH�DFWLYLWLHV� LQ� WKH�JRYHUQPHQW�ZLGH� ILQDQFLDO� VWDWHPHQWV� DQG� LQ�
WKH� SURSULHWDU\� IXQGV¶� ILQDQFLDO� VWDWHPHQWV�� �&DSLWDO�DVVHWV�DUH�GHILQHG�E\� WKH�'HSDUWPHQW�DV�
WKRVH� DVVHWV� ZLWK� HVWLPDWHG� XVHIXO� OLYHV� JUHDWHU� WKDQ� RQH� \HDU� DQG� ZLWK� DQ� DFTXLVLWLRQ� FRVW�
JUHDWHU�WKDQ��

/DQG $OO�
/DQG�LPSURYHPHQWV ���������������������������
%XLOGLQJV�DQG�LPSURYHPHQWV �������
)XUQLWXUH�DQG�HTXLSPHQW �����
0RWRU�YHKLFOHV �����

0LQLPXP�
&DSLWDOL]DWLRQ�$PRXQW
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L�� &DSLWDO�$VVHWV��FRQWLQXHG��

6XFK� DVVHWV� DUH� UHFRUGHG� DW� KLVWRULFDO� FRVW� LI� SXUFKDVHG� RU� FRQVWUXFWHG���'RQDWHG�DVVHWV�DUH�
UHFRUGHG�DW�HVWLPDWHG�IDLU�YDOXH�DW�WKH�WLPH�UHFHLYHG���'HSUHFLDWLRQ�H[SHQVH�LV� UHFRUGHG�LQ� WKH�
JRYHUQPHQW�ZLGH� DQG� SURSULHWDU\� IXQGV¶� ILQDQFLDO� VWDWHPHQWV� XVLQJ� WKH� VWUDLJKW�OLQH� PHWKRG�
RYHU� WKH� HVWLPDWHG� XVHIXO� OLYHV� RI� WKH� DVVHWV�� � *HQHUDOO\�� WKH� XVHIXO� OLYHV� �LQ� \HDUV�� DUH� DV�
IROORZV��

/DQG�LPSURYHPHQWV ���\HDUV ������\HDUV
%XLOGLQJV�DQG�LPSURYHPHQWV ���\HDUV ������\HDUV
)XUQLWXUH�DQG�HTXLSPHQW ��\HDUV �����\HDUV
0RWRU�YHKLFOHV ��\HDUV �����\HDUV

*RYHUQPHQWDO�7\SH�
$FWLYLWLHV

%XVLQHVV�7\SH�
$FWLYLWLHV

M�� 8QHDUQHG�5HYHQXH�

8QHDUQHG� UHYHQXHV� DW� WKH� JRYHUQPHQW�ZLGH� OHYHO� DQG� IXQG� OHYHO� DULVH� ZKHQ� WKH� 'HSDUWPHQW�
UHFHLYHV� UHVRXUFHV� EHIRUH� LW� KDV� D� OHJDO� FODLP� WR� WKHP�� � ,Q� VXEVHTXHQW� SHULRGV�� ZKHQ� WKH�
UHYHQXH� UHFRJQLWLRQ� FULWHULD� LV� PHW�� RU� ZKHQ� WKH� 'HSDUWPHQW� KDV� D� OHJDO� FODLP� WR� WKH�
UHVRXUFHV�� WKH� OLDELOLW\� IRU� XQHDUQHG� UHYHQXH� LV� UHPRYHG� IURP� WKH� VWDWHPHQW�RI� QHW� SRVLWLRQ�
DQG�EDODQFH�VKHHW��DQG� UHYHQXH�LV�UHFRJQL]HG���8QHDUQHG�UHYHQXHV�DW� -XQH����������FRQVLVWHG�
SULPDULO\�RI�)HGHUDO�JUDQW�IXQGV�IRU�ZKLFK�DOO�UHTXLUHPHQWV�KDG�QRW�\HW�EHHQ�PHW��

N�� 'XH�WR�2WKHU�6WDWH�$JHQFLHV�

3D\DEOHV� WR� RWKHU� 6WDWH� DJHQFLHV�SULPDULO\� FRQVLVW� RI� IXQGV�DOORFDWHG�WR�RWKHU�6WDWH�DJHQFLHV�
LQ� DFFRUGDQFH�ZLWK� WKH�+766)� DQG� SD\DEOHV� GXH� WR� '+6� IRU�0HGLFDLG� SD\PHQWV��7KH�
EDODQFHV�DV�RI�-XQH����������DUH�DV�IROORZV��

+DZDLL�WREDFFR�VHWWOHPHQW�VSHFLDO�IXQG ��������������������
0HGLFDLG�SD\DEOH�WR�'+6 ���������
2WKHU �������

7RWDO�GXH�WR�RWKHU�6WDWH�DJHQFLHV ��������������������
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�� 2UJDQL]DWLRQ�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV��FRQWLQXHG��

O�� %HYHUDJH�&RQWDLQHU�'HSRVLWV�DQG�&RQWDLQHU�)HHV�

'HSRVLWV�RI�������DUH�PDGH�E\�GLVWULEXWRUV� WR� WKH� GHSRVLW� EHYHUDJH� FRQWDLQHU� GHSRVLW� VSHFLDO�
IXQG� �'%&'6)�� IRU� HDFK� TXDOLI\LQJ� FRQWDLQHU� VROG�� �7KH� '%&'6)� PDLQWDLQV� DOO� GHSRVLWV�
XQWLO� WKH� UHGHPSWLRQ� FHQWHUV� FODLP� UHLPEXUVHPHQW� IRU� WKH� GHSRVLWV� SDLG� WR� FRQVXPHUV�� �7KH�
'%&'6)�PDLQWDLQV� WKH� GHSRVLWV� WKDW� DUH� H[SHFWHG� WR� EH� UHGHHPHG�� �,Q� DGGLWLRQ�� GHSRVLWV�
RI� ������ DUH� PDGH� E\� WKH� GLVWULEXWRUV� WR� WKH� '%&'6)� IRU� HDFK� TXDOLI\LQJ� FRQWDLQHU� DV� D�
FRQWDLQHU� IHH��

$PRXQWV�SDLG� WR�FRQVXPHUV�DUH�EDVHG�RQ�FRQWDLQHUV�UHGHHPHG�RU�D�SUHGHWHUPLQHG�ZHLJKW� SHU�
W\SH� RI� FRQWDLQHU� UHGHHPHG� �L�H��� DOXPLQXP�� PL[HG� SODVWLFV�� HWF���� � 7KHVH� ZHLJKWV� DUH�
GHWHUPLQHG� EDVHG� RQ� WKH� PL[� RI� FRQWDLQHUV� UHGHHPHG� DQG� DUH� UHYLHZHG� ZKHQ� QHFHVVDU\���
0DQDJHPHQW�DGMXVWV�WKH�GHSRVLW�OLDELOLW\�EDODQFH�DQG�XQUHGHHPHG�GHSRVLW� UHYHQXH� UHFRJQL]HG�
EDVHG� RQ� WKH� DPRXQW� RI� GHSRVLWV� UHIXQGHG� LQ� WKH� ILUVW�WKUHH�PRQWKV�RI�WKH�VXEVHTXHQW�ILVFDO�
\HDU�UHODWHG�WR�GHSRVLWV�FROOHFWHG�SULRU�WR�\HDU�HQG���'HSRVLWV�QRW�UHIXQGHG�ZLWKLQ�WKH�ILUVW�WKUHH�
PRQWKV�RI�WKH�VXEVHTXHQW�ILVFDO�\HDU�DUH�UHFRJQL]HG�DV�UHYHQXH�IRU�WKH�SUHYLRXV�\HDU��

$FFRUGLQJ� WR� +DZDLL� 5HYLVHG� 6WDWXWH� �+56�� ���*������ DQ\� IXQGV� WKDW� DFFXPXODWH� LQ� WKH�
'%&'6)�VKDOO�EH�UHWDLQHG�E\�WKH�IXQG�XQOHVV�GHWHUPLQHG�WR�EH�LQ�H[FHVV�E\�WKH�/HJLVODWXUH��

P�� 'HIHUUHG�2XWIORZV�DQG�,QIORZV�RI�5HVRXUFHV�

'HIHUUHG�RXWIORZV�RI�UHVRXUFHV�UHSUHVHQW�D�FRQVXPSWLRQ�RI�QHW�SRVLWLRQ�WKDW�DSSOLHV�WR�D�IXWXUH�
SHULRG� DQG� ZLOO� QRW� EH� UHFRJQL]HG� DV� DQ� RXWIORZ� RI� UHVRXUFHV� �H[SHQVH�� XQWLO� WKDW� WLPH���
'HIHUUHG� LQIORZV�RI� UHVRXUFHV� UHSUHVHQW�DQ�DFTXLVLWLRQ�RI�QHW�SRVLWLRQ� WKDW�DSSOLHV� WR�D� IXWXUH�
SHULRG� DQG�ZLOO� QRW� EH� UHFRJQL]HG� DV� DQ� LQIORZ� RI� UHVRXUFHV� �UHYHQXH�� XQWLO� WKDW� WLPH�� � 7KH�
IROORZLQJ�LV�D�EUHDNGRZQ�RI�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�GHIHUUHG�LQIORZV�RI�UHVRXUFHV�
DV�RI�-XQH�����������

5HODWHG�WR�3HQVLRQV ��������������������� ����������������������
5HODWHG�WR�2WKHU�3RVW�UHWLUHPHQW�%HQHILWV ���������������������� ���������

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

'HIHUUHG�2XWIORZV�
RI�5HVRXUFHV

'HIHUUHG�,QIORZV�
RI�5HVRXUFHV



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

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

���
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Q�� $FFUXHG�9DFDWLRQ�

9DFDWLRQ�SD\� LV�DFFUXHG�DV� HDUQHG�E\�HPSOR\HHV���9DFDWLRQ�SD\�FDQ�DFFXPXODWH�DW� WKH�UDWH�RI�
RQH� DQG� WKUHH�TXDUWHUV�ZRUNLQJ� GD\V� IRU� HDFK� PRQWK� RI� VHUYLFH� XS� WR� ����KRXUV� DW� FDOHQGDU�
\HDU�HQG� DQG� LV� FRQYHUWLEOH� WR� SD\� XSRQ� WHUPLQDWLRQ� RI� HPSOR\PHQW�� �$FFUXHG� YDFDWLRQ� DOVR�
LQFOXGHV�FRPSHQVDWRU\� WLPH�� DV� FRPSHQVDWRU\� WLPH� LV� FRQYHUWLEOH� WR�SD\�XSRQ� WHUPLQDWLRQ�RI�
HPSOR\PHQW���$V�DFFUXHG�YDFDWLRQ�GRHV�QRW�UHTXLUH�WKH�XVH�RI�FXUUHQW�ILQDQFLDO�UHVRXUFHV��LW�LV�
QRW�UHSRUWHG�LQ�WKH�JRYHUQPHQWDO�IXQGV�EDODQFH�VKHHW��

R�� $FFXPXODWHG�6LFN�/HDYH�

6LFN� OHDYH� DFFXPXODWHV� DW� WKH� UDWH� RI� RQH� DQG� WKUHH�TXDUWHUV�ZRUNLQJ�GD\V�IRU�HDFK�PRQWK�
RI�VHUYLFH�ZLWKRXW�OLPLW��EXW�PD\�EH�WDNHQ�RQO\�LQ�WKH�HYHQW�RI�LOOQHVV�DQG�LV�QRW�FRQYHUWLEOH�WR�
SD\� XSRQ� WHUPLQDWLRQ� RI� HPSOR\PHQW�� � +RZHYHU�� D� 6WDWH� HPSOR\HH� ZKR� UHWLUHV� RU� OHDYHV�
JRYHUQPHQW�VHUYLFH�LQ�JRRG�VWDQGLQJ�ZLWK����GD\V�RU�PRUH�RI�XQXVHG�VLFN� OHDYH� LV�HQWLWOHG�WR�
DGGLWLRQDO� VHUYLFH� FUHGLW� LQ� WKH� 6WDWH¶V� (PSOR\HHV¶� 5HWLUHPHQW� 6\VWHP� �(56��� � $W�
-XQH�����������DFFXPXODWHG�VLFN�OHDYH�ZDV�DSSUR[LPDWHO\�������PLOOLRQ��

S�� ,QWUDIXQG�DQG�,QWHUIXQG�7UDQVDFWLRQV�

6LJQLILFDQW� WUDQVIHUV� RI� ILQDQFLDO� UHVRXUFHV�EHWZHHQ�DFWLYLWLHV� LQFOXGHG�ZLWKLQ� WKH� VDPH� IXQG�
DUH� RIIVHW� ZLWKLQ� WKDW� IXQG�� �7UDQVIHUV� RI� UHYHQXHV� IURP� IXQGV� DXWKRUL]HG� WR� UHFHLYH� WKHP� WR�
IXQGV� DXWKRUL]HG� WR� H[SHQG� WKHP� DUH� UHFRUGHG� DV� RSHUDWLQJ� WUDQVIHUV� LQ� WKH� EDVLF� ILQDQFLDO�
VWDWHPHQWV��

T�� 8VH�RI�(VWLPDWHV�

,Q� SUHSDULQJ� ILQDQFLDO� VWDWHPHQWV� LQ� FRQIRUPLW\� ZLWK� *$$3�� PDQDJHPHQW� LV� UHTXLUHG� WR�
PDNH� HVWLPDWHV� DQG� DVVXPSWLRQV� WKDW� DIIHFW� WKH� UHSRUWHG� DPRXQWV�RI� DVVHWV� DQG�OLDELOLWLHV��WKH�
GLVFORVXUH�RI� FRQWLQJHQW� DVVHWV� DQG� OLDELOLWLHV� DW� WKH� GDWH� RI� WKH� ILQDQFLDO� VWDWHPHQWV�� DQG� WKH�
UHSRUWHG�DPRXQWV�RI� UHYHQXHV�DQG� H[SHQVHV�GXULQJ� WKH� UHSRUWLQJ�SHULRG�� �$FWXDO�UHVXOWV�FRXOG�
GLIIHU�IURP�WKRVH�HVWLPDWHV��
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U�� (QFXPEUDQFHV�

(QFXPEUDQFH�DFFRXQWLQJ�� XQGHU�ZKLFK� SXUFKDVH� RUGHUV�DQG�FRQWUDFWXDO�FRPPLWPHQWV�IRU� WKH�
H[SHQGLWXUH� RI� IXQGV� DUH� UHFRUGHG� LQ� RUGHU� WR� UHVHUYH� WKDW� SRUWLRQ� RI� WKH� DSSOLFDEOH�
DSSURSULDWLRQ�� LV� HPSOR\HG� LQ� WKH� JRYHUQPHQWDO� IXQGV�� � $OWKRXJK� DSSURSULDWLRQV� JHQHUDOO\�
ODSVH�DW�\HDU�HQG��RSHQ�HQFXPEUDQFHV�DUH�UHSRUWHG�DV�UHVHUYDWLRQV�RI�IXQG�EDODQFHV�EHFDXVH�WKH�
FRPPLWPHQWV�ZLOO�EH�KRQRUHG�ZKHQ�WKH�JRRGV�RU�VHUYLFHV�DUH�UHFHLYHG���(QFXPEUDQFHV�GR�QRW�
FRQVWLWXWH�H[SHQGLWXUHV�RU�OLDELOLWLHV����

V�� 8VH�RI�5HVWULFWHG�DQG�8QUHVWULFWHG�1HW�3RVLWLRQ�

:KHQ�DQ�H[SHQVH�LV�LQFXUUHG�IRU�ZKLFK�ERWK�UHVWULFWHG�DQG�XQUHVWULFWHG�QHW�SRVLWLRQ�LV�DYDLODEOH��
WKH�'HSDUWPHQW¶V�SROLF\�LV�WR�DSSO\�UHVWULFWHG�QHW�SRVLWLRQ�ILUVW��

W�� 1RQPRQHWDU\�7UDQVDFWLRQV�

7KH� 'HSDUWPHQW� UHFHLYHV� QRQFDVK� DZDUGV� IRU� RQH� RI� LWV� IHGHUDOO\� IXQGHG� SURJUDPV�� � 7KH�
'HSDUWPHQW� H[SHQGHG� DSSUR[LPDWHO\� ���� PLOOLRQ� LQ� YDFFLQHV� GXULQJ� WKH� ILVFDO� \HDU� HQGHG�
-XQH�����������

X�� $GPLQLVWUDWLYH�&RVWV�

'$*6� DVVHVVHV� WKH� 'HSDUWPHQW¶V� VSHFLDO� IXQGV� FHQWUDOL]HG� DQG� DGPLQLVWUDWLYH� VHUYLFH� IHHV��
ZKLFK�DUH�UHFRUGHG�DV�GLUHFW�H[SHQGLWXUHV�LQ�WKH�'HSDUWPHQW¶V�IXQGV���7KH�'%&'6)�LV�H[HPSW�
IURP�SD\LQJ�WKH�FHQWUDO�VHUYLFH�IHH�DVVHVVHG�E\�'$*6�XQGHU�$&7������6/+�������
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Y�� 3HQVLRQV�

)RU� SXUSRVHV� RI� PHDVXULQJ� WKH� QHW� SHQVLRQ� OLDELOLW\�� GHIHUUHG� RXWIORZV� RI� UHVRXUFHV� DQG�
GHIHUUHG�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV��DQG�SHQVLRQ�H[SHQVH�� LQIRUPDWLRQ�DERXW� WKH�
ILGXFLDU\� QHW� SRVLWLRQ� RI� WKH� (56� DQG� DGGLWLRQV� WR�GHGXFWLRQV� IURP� WKH� (56¶V� ILGXFLDU\� QHW�
SRVLWLRQ�KDYH�EHHQ�GHWHUPLQHG�RQ� WKH� VDPH�EDVLV� DV� WKH\� DUH� UHSRUWHG�E\� WKH� (56�� �)RU� WKLV�
SXUSRVH��EHQHILW�SD\PHQWV��LQFOXGLQJ�UHIXQGV�RI�HPSOR\HH�FRQWULEXWLRQV��DUH� UHFRJQL]HG�ZKHQ�
GXH�DQG�SD\DEOH�LQ�DFFRUGDQFH�ZLWK�EHQHILW�WHUPV���,QYHVWPHQWV�DUH�UHSRUWHG�DW�WKHLU�IDLU�YDOXH��

Z�� 2WKHU�3RVW�HPSOR\PHQW�%HQHILWV��23(%��

)RU� SXUSRVHV� RI� PHDVXULQJ� WKH� QHW� 23(%� OLDELOLW\�� GHIHUUHG� RXWIORZV� RI� UHVRXUFHV� DQG�
GHIHUUHG� LQIORZV� RI� UHVRXUFHV� UHODWHG� WR� 23(%�� DQG� 23(%� H[SHQVH�� LQIRUPDWLRQ� DERXW� WKH�
ILGXFLDU\�QHW�SRVLWLRQ�RI� WKH�+DZDLL�(PSOR\HU�8QLRQ�+HDOWK�%HQHILWV�7UXVW�)XQG��(87)��DQG�
DGGLWLRQV� WR�GHGXFWLRQV�IURP� WKH�(87)¶V� ILGXFLDU\�QHW� SRVLWLRQ�KDYH�EHHQ�GHWHUPLQHG�RQ� WKH�
VDPH� EDVLV� DV� WKH\� DUH� UHSRUWHG� E\� WKH� (87)�� � )RU� WKLV� SXUSRVH�� EHQHILW� SD\PHQWV� DUH�
UHFRJQL]HG�ZKHQ�GXH�DQG�SD\DEOH�LQ�DFFRUGDQFH�ZLWK�EHQHILW�WHUPV���,QYHVWPHQWV�DUH�UHSRUWHG�DW�
WKHLU�IDLU�YDOXH��

[�� 1HZ�$FFRXQWLQJ�3URQRXQFHPHQW��

,Q� -XQH�������*$6%� LVVXHG�6WDWHPHQW�1R������/HDVHV�� �7KH�REMHFWLYH�RI� WKLV�6WDWHPHQW� LV� WR�
HVWDEOLVK�D�VLQJOH�PRGHO�IRU�OHDVH�DFFRXQWLQJ�EDVHG�RQ�WKH�IRXQGDWLRQDO�SULQFLSOH�WKDW�OHDVHV�DUH�
ILQDQFLQJV�RI�WKH�ULJKW�WR�XVH�DQ�XQGHUO\LQJ�DVVHW���8QGHU�WKLV�6WDWHPHQW��D�OHVVHH�LV�UHTXLUHG�WR�
UHFRJQL]H�D�OHDVH�OLDELOLW\�DQG�DQ�LQWDQJLEOH�ULJKW�WR�XVH�OHDVH�DVVHW��DQG�D�OHVVRU�LV�UHTXLUHG�WR�
UHFRJQL]H�D� OHDVH�UHFHLYDEOH�DQG�D�GHIHUUHG� LQIORZ�RI�UHVRXUFHV�� WKXV�HQKDQFLQJ�WKH�UHOHYDQFH�
DQG� FRQVLVWHQF\� RI� LQIRUPDWLRQ� UHSRUWHG� DERXW� WKH� JRYHUQPHQW¶V� OHDVLQJ� DFWLYLWLHV�� � 7KH�
SURYLVLRQV� RI� WKLV� 6WDWHPHQW� DUH� HIIHFWLYH� IRU� WKH� SHULRG� EHJLQQLQJ� DIWHU� 'HFHPEHU������������
7KH� 'HSDUWPHQW� KDV� QRW� \HW� GHWHUPLQHG� WKH� HIIHFW� WKLV� VWDWHPHQW� ZLOO� KDYH� RQ� LWV� ILQDQFLDO�
VWDWHPHQWV��
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��� %XGJHWLQJ�DQG�%XGJHWDU\�&RQWURO�

7KH�'HSDUWPHQW�IROORZV�WKHVH�SURFHGXUHV�LQ�HVWDEOLVKLQJ�WKH�EXGJHWDU\�GDWD� UHIOHFWHG�LQ� WKH�EDVLF�
ILQDQFLDO�VWDWHPHQWV��

7KH�%XGJHW ��1RW�OHVV�WKDQ����GD\V�EHIRUH�WKH�6WDWH�/HJLVODWXUH�FRQYHQHV�LQ�HYHU\�RGG�QXPEHUHG�
\HDU�� WKH� *RYHUQRU� VXEPLWV� WR� WKH� 6WDWH� /HJLVODWXUH�� DQG� WR� HDFK� PHPEHU� WKHUHRI�� D� EXGJHW�
ZKLFK� FRQWDLQV� WKH� SURJUDP� DQG� EXGJHW� UHFRPPHQGDWLRQ� RI� WKH� *RYHUQRU� IRU� WKH� VXFFHHGLQJ�
ELHQQLXP���7KH�EXGJHW� LQ�JHQHUDO�FRQWDLQV�� WKH�6WDWH�SURJUDP� VWUXFWXUH�� VWDWHPHQWV� RI� VWDWHZLGH�
REMHFWLYHV�� ILQDQFLDO� UHTXLUHPHQWV� IRU� WKH� QH[W� ELHQQLXP� WR� FDUU\� RXW� WKH� UHFRPPHQGHG�
SURJUDPV�� D� VXPPDU\� RI� 6WDWH� UHFHLSWV�DQG� UHYHQXHV�LQ� WKH� ODVW� FRPSOHWHG�ILVFDO�\HDU��D� UHYLVHG�
HVWLPDWH�IRU�WKH�ILVFDO�\HDU�LQ�SURJUHVV��DQG�DQ�HVWLPDWH�IRU�WKH�VXFFHHGLQJ�ELHQQLXP��

/HJLVODWLYH� 5HYLHZ �� 7KH� 6WDWH� /HJLVODWXUH� FRQVLGHUV� WKH� *RYHUQRU¶V� SURSRVHG� SURJUDP� DQG�
ILQDQFLDO� SODQ� DQG� EXGJHW�� HYDOXDWHV� DOWHUQDWLYHV� WR� WKH� *RYHUQRU¶V� UHFRPPHQGDWLRQV�� DGRSWV�
SURJUDPV��DQG�GHWHUPLQHV�WKH�6WDWH�EXGJHW���,W�PD\��IURP�WLPH�WR�WLPH��UHTXHVW�WKH�'HSDUWPHQW�RI�
%XGJHW� DQG� )LQDQFH� DQG� DQ\� DJHQF\� WR� FRQGXFW� VXFK� DQDO\VLV� RI� SURJUDPV� DQG� ILQDQFHV� DV�ZLOO�
DVVLVW�LQ�GHWHUPLQLQJ�WKH�6WDWH¶V�SURJUDP�DQG�ILQDQFLDO�SODQ�DQG�EXGJHW��

3URJUDP� ([HFXWLRQ �� ([FHSW� DV� OLPLWHG� E\� SROLF\� GHFLVLRQV� RI�WKH� *RYHUQRU��DSSURSULDWLRQV�
E\� WKH�6WDWH�/HJLVODWXUH��DQG�RWKHU�SURYLVLRQV�RI� ODZ�� WKH� DJHQFLHV�UHVSRQVLEOH� IRU� WKH� SURJUDPV�
DGPLQLVWHU� WKH� SURJUDPV� DQG� DUH� UHVSRQVLEOH� IRU� WKHLU�SURSHU�PDQDJHPHQW���7KH�DSSURSULDWLRQV�
E\� WKH� 6WDWH� /HJLVODWXUH� IRU� D� ELHQQLXP� DUH� DOORFDWHG� EHWZHHQ� WKH� WZR� ILVFDO� \HDUV� RI� WKH�
ELHQQLXP� LQ� WKH�PDQQHU� SURYLGHG� LQ� WKH�EXGJHW�RU�DSSURSULDWLRQV�DFW�DQG�DV�IXUWKHU�SUHVFULEHG�E\�
WKH�'LUHFWRU�RI�)LQDQFH���1R�DSSURSULDWLRQ�WUDQVIHUV�RU�FKDQJHV�EHWZHHQ�SURJUDPV�RU�DJHQFLHV�FDQ�
EH�PDGH�ZLWKRXW�OHJLVODWLYH�DXWKRUL]DWLRQ���$XWKRUL]HG�WUDQVIHUV�RU�FKDQJHV��ZKHQ�PDGH��VKRXOG�
EH�UHSRUWHG�WR�WKH�6WDWH�/HJLVODWXUH��

%XGJHWDU\� FRQWURO� LV� PDLQWDLQHG� DW� WKH� DSSURSULDWLRQ� OLQH� LWHP� OHYHO� HVWDEOLVKHG� LQ� WKH�
DSSURSULDWLRQ�DFWV�� �%XGJHWV� DUH� DGRSWHG� IRU� WKH� 'HSDUWPHQW¶V� IXQGV� DQG� DUH� SUHSDUHG� RQ� WKH�
FDVK� EDVLV� RI�DFFRXQWLQJ��H[FHSW�IRU� WKH�HQFXPEUDQFH�RI�SXUFKDVH�RUGHUV�DQG�FRQWUDFW�REOLJDWLRQV�
�EDVLV�GLIIHUHQFH���ZKLFK�LV�D�EDVLV�RI�DFFRXQWLQJ�RWKHU�WKDQ�*$$3��
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1RWHV�WR�)LQDQFLDO�6WDWHPHQWV�
-XQH����������

���

��� %XGJHWLQJ�DQG�%XGJHWDU\�&RQWURO��FRQWLQXHG��

6LQFH�EXGJHWDU\�EDVLV�GLIIHUV�IURP�*$$3��EXGJHW�DQG�DFWXDO�DPRXQWV�LQ�WKH�EXGJHWDU\�FRPSDULVRQ�
VWDWHPHQWV�DUH� SUHVHQWHG�RQ� WKH� EXGJHWDU\�EDVLV�� �$� UHFRQFLOLDWLRQ�RI� UHYHQXHV�RYHU� H[SHQGLWXUHV�
�H[SHQGLWXUHV� RYHU� UHYHQXHV�� RQ� D� EXGJHWDU\� EDVLV� DW� -XQH� ���� ������ WR� H[FHVV�RI� UHYHQXHV�RYHU�
H[SHQGLWXUHV�SUHVHQWHG�LQ�FRQIRUPLW\�ZLWK�*$$3�IROORZV��

*HQHUDO '%&' 0+6$ 7RWDO
�'HILFLHQF\� H[FHVV RI UHYHQXHV RYHU
�XQGHU� H[SHQGLWXUHV DQG RWKHU VRXUFHV
�XVHV����DFWXDO�RQ�D�EXGJHWDU\�EDVLV �������������������� �������������������� ������������������� ��������������������

&XUUHQW�\HDU
V�DSSURSULDWLRQV�
HQFXPEHUHG�DW�-XQH��������� ���������� ������������������� ��������� ����������

([SHQGLWXUHV�IRU�OLTXLGDWLRQ�RI�SULRU�ILVFDO�
\HDU�HQFXPEUDQFHV ������������������� �������������������� �������������������� �������������

7RWDO�DFFUXDOV�DQG�RWKHU�DGMXVWPHQWV �������������������� ��������������������� ��������������������� �����������

1HW�FKDQJH�LQ�IXQG�EDODQFHV���*$$3�EDVLV �������������������� ������������������� ������������������� �������������������

��� /RDQV�5HFHLYDEOH�

$W�-XQH�����������WKH�SURSULHWDU\�IXQGV�ORDQV�UHFHLYDEOH�FRQVLVWHG�RI� ORDQV�WR�FRXQW\�JRYHUQPHQWDO�
XQLWV� IRU� WKH� ZDWHU� SROOXWLRQ� FRQWURO� DQG� GULQNLQJ� ZDWHU� WUHDWPHQW� SURJUDPV�� � 7KH� ORDQV� UHTXLUH�
DQQXDO�� VHPL�DQQXDO�RU� TXDUWHUO\�SD\PHQWV�� LQFOXGLQJ�LQWHUHVW� DW� ������ WR��������FRPPHQFLQJ�QRW�
ODWHU�WKDQ�RQH�\HDU�DIWHU�SURMHFW�FRPSOHWLRQ��QRWLFH�WR�SURFHHG��ILQDO�ORDQ�GLVEXUVHPHQW��RU�WKUHH�\HDUV�
DIWHU�ORDQ�DJUHHPHQW�GDWH���)LQDO�SD\PHQW�LV�GXH�QRW�ODWHU�WKDQ�WZHQW\�\HDUV�DIWHU�SURMHFW�FRPSOHWLRQ���
'XULQJ�WKH�\HDU�HQGHG�-XQH�����������DSSUR[LPDWHO\������PLOOLRQ�LQ� ORDQV�ZDV�IRUJLYHQ���$OO� ORDQV�
DQG�DGYDQFHV�IRUJLYHQ�ZHUH�LQ�DFFRUGDQFH�ZLWK�UHTXLUHG�FRQGLWLRQV���$FFUXHG� LQWHUHVW� UHFHLYDEOH�RQ�
WKH� ORDQV� DPRXQWHG� WR� DSSUR[LPDWHO\����������DW� -XQH�����������
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��� /RDQV�5HFHLYDEOH��FRQWLQXHG��

7KH� IROORZLQJ� LV� D� VFKHGXOH� RI� SULQFLSDO� SD\PHQWV� GXH� RQ� ORDQV� IRU� SURMHFWV� FRPSOHWHG� RU� LQ�
SURJUHVV�DV�RI�-XQH�����������

<HDU�HQGLQJ�-XQH�����
���� �������������������
���� ����������
���� ����������
���� ����������
���� ����������

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

�����������������

$V� RI� -XQH� ���� ������ WKH� 'HSDUWPHQW¶V� SURSULHWDU\� IXQGV� ZHUH� FRPPLWWHG� XQGHU� H[LVWLQJ� ORDQ�
DJUHHPHQWV�WR�WKH�IROORZLQJ�FRXQWLHV��

:DWHU�3ROOXWLRQ�&RQWURO�
5HYROYLQJ�)XQG

'ULQNLQJ�:DWHU�
7UHDWPHQW�5HYROYLQJ�

/RDQ�)XQG 7RWDO
&LW\�DQG�&RXQW\�RI�+RQROXOX ��������������������������� ����������������������������� ���������������������������
&RXQW\�RI�0DXL ���������������������������� ����������������������������� ����������
&RXQW\�RI�+DZDLL ���������������������������� ����������������������������� ����������
&RXQW\�RI�.DXDL ���������������������������� ����������������������������� ���������
3ULYDWH�:DWHU�6\VWHPV ����������������������������� ���������������������������� ���������

��������������������������� ���������������������������� ���������������������������
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��� &DSLWDO�$VVHWV�

&DSLWDO� DVVHW� DFWLYLW\� IRU� JRYHUQPHQWDO� DQG� EXVLQHVV�W\SH� DFWLYLWLHV� IRU� WKH� \HDU� HQGHG�
-XQH����������ZDV�DV�IROORZV��

%DODQFH�
-XO\�������� $GGLWLRQV 'LVSRVDOV

%DODQFH�
-XQH���������

*RYHUQPHQWDO�7\SH�$FWLYLWLHV�
'HSUHFLDEOH�$VVHWV�
/DQG�LPSURYHPHQWV ������������������� �������������������� �������������������� �������������������
%XLOGLQJ�DQG�LPSURYHPHQWV ������������������ ������������������� ��������������������� �����������
)XUQLWXUH�DQG�HTXLSPHQW ������������������� �������������������� ��������������������� ����������

7RWDO�GHSUHFLDEOH�DVVHWV ������������������ ������������������� �������������������� �����������

/HVV�$FFXPXODWHG�'HSUHFLDWLRQ��
/DQG�LPSURYHPHQWV �������������������� ���������������������� ��������������������� �����������
%XLOGLQJ�DQG�LPSURYHPHQWV ������������������� �������������������� ��������������������� �������������
)XUQLWXUH�DQG�HTXLSPHQW �������������������� �������������������� �������������������� ������������

7RWDO�DFFXPXODWHG�GHSUHFLDWLRQ ������������������� �������������������� �������������������� �������������

1RQ�'HSUHFLDEOH�$VVHWV��
/DQG �������������������� ��������������������� ��������������������� ���������

*RYHUQPHQWDO�DFWLYLWLHV�FDSLWDO�DVVHWV��QHW ������������������ ������������������ �������������������� �����������������

%XVLQHVV�7\SH�$FWLYLWLHV
'HSUHFLDEOH�$VVHWV��
)XUQLWXUH�DQG�HTXLSPHQW ������������������� ������������������� �������������������� �������������������

/HVV�$FFXPXODWHG�'HSUHFLDWLRQ��
)XUQLWXUH�DQG�HTXLSPHQW �������������������� ��������������������� ��������������������� �����������

%XVLQHVV�DFWLYLWLHV�FDSLWDO�DVVHWV��QHW ������������������� ������������������� �������������������� �������������������

7RWDO�GHSDUWPHQW�FDSWDLO�DVVHWV��QHW ������������������ ������������������ �������������������� �����������������
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���

��� &DSLWDO�$VVHWV��FRQWLQXHG��

&XUUHQW�SHULRG�GHSUHFLDWLRQ�H[SHQVH�ZDV�FKDUJHG�WR�IXQFWLRQV�DV�IROORZV��

*RYHUQPHQWDO�
$FWLYLWLHV�

%XVLQHVV�7\SH�
$FWLYLWLHV 7RWDO

*HQHUDO�DGPLQLVWUDWLRQ ������������������� �������������������� �������������������
(QYLURQPHQWDO�KHDOWK �������������������� �������������������� �������
%HKDYLRUDO�KHDOWK� �������������������� ��������������������� ���������
+HDOWK�UHVRXUFHV� �������������������� ��������������������� ���������
7RWDO ������������������ ������������������� ������������������

��� $FFUXHG�9DFDWLRQ�

7KH�FKDQJHV�WR�WKH�DFFUXHG�YDFDWLRQ�OLDELOLW\�GXULQJ�WKH�\HDU�HQGHG�-XQH����������ZHUH�DV�IROORZV��

*RYHUQPHQWDO�
$FWLYLWLHV

%XVLQHVV�7\SH�
$FWLYLWLHV 7RWDO

%DODQFH�DW�-XO\�������� ������������������ ������������������� ������������������
,QFUHDVH ������������������� �������������������� ����������
'HFUHDVH �������������������� ��������������������� ������������

%DODQFH�DW�-XQH��������� ������������������� �������������������� ����������
/HVV��&XUUHQW�3RUWLRQ ������������������� �������������������� ����������

1RQFXUUHQW�3RUWLRQ ������������������ ������������������� ������������������
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��� %HYHUDJH�&RQWDLQHU�'HSRVLWV�

7KH�FKDQJHV�WR�WKH�EHYHUDJH�FRQWDLQHU�GHSRVLW�OLDELOLW\�GXULQJ�WKH�\HDU�HQGHG�-XQH����������ZHUH�DV�
IROORZV��

%DODQFH�DV�RI�-XO\�������� ����������������

,QFUHDVH��'HSRVLWV�5HFHLYHG�IURP�GLVWULEXWRUV ����������

'HFUHDVH��3D\PHQWV�PDGH�WR�UHF\FOLQJ�FHQWHUV��QHW�RI�UHIXQGV ������������

'HFUHDVH��8QUHGHHPHG�GHSRVLWV�UHFRJQL]HG�DV�UHYHQXH ������������

%DODQFH�DV�RI�-XQH��������� ����������������

��� &KDQJHV�LQ�$VVHWV�DQG�/LDELOLWLHV�RI�WKH�$JHQF\�)XQGV�

7KH� DJHQF\� IXQGV� DUH� SXUHO\� FXVWRGLDO� �DVVHWV� HTXDO� OLDELOLWLHV�� DQG� WKXV� GR� QRW� LQYROYH� WKH�
PHDVXUHPHQW� RI� UHVXOWV� RI� RSHUDWLRQV���7KH� FKDQJHV� LQ� DVVHWV� DQG� OLDELOLWLHV� RI� WKH� DJHQF\�IXQGV�
IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������ZHUH�DV�IROORZV��

%DODQFH�
-XO\�������� $GGLWLRQV 'HGXFWLRQV

%DODQFH�
-XQH���������

$VVHWV����
&DVK �������������� ������������� ������������� ��������������

/LDELOLWLHV����
'XH�WR�2WKHUV �������������� ������������� ������������� ��������������
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��� 1RQ�LPSRVHG�(PSOR\HH�)ULQJH�%HQHILWV�

1RQ�LPSRVHG�HPSOR\HH�IULQJH�EHQHILWV�UHODWHG�WR�JHQHUDO�DQG�6WDWH�VSHFLDO�IXQG�VDODULHV�DUH�IXQGHG�
E\� WKH� 6WDWH�� 7KHVH� FRVWV�� WRWDOLQJ� DSSUR[LPDWHO\� ������ PLOOLRQ� IRU� WKH� ILVFDO� \HDU� HQGHG�
-XQH� ���� ������ KDYH� EHHQ� UHSRUWHG� DV� UHYHQXHV� DQG� H[SHQGLWXUHV� RI� WKH� 'HSDUWPHQW¶V�JHQHUDO�
DQG�6WDWH�VSHFLDO�UHYHQXH�IXQGV��

3D\UROO�IULQJH�EHQHILW�FRVWV�UHODWHG�WR�)HGHUDOO\�IXQGHG�VDODULHV�DUH�QRW� IXQGHG�E\� WKH�6WDWH�DQG�DUH�
UHFRUGHG�DV�H[SHQGLWXUHV�LQ�WKH�)HGHUDO�VSHFLDO�UHYHQXH�IXQGV��

��� (PSOR\HH�%HQHILW�3ODQV�

D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP�

L�� 3ODQ�'HVFULSWLRQ�

*HQHUDOO\��DOO�IXOO�WLPH�HPSOR\HHV�RI�WKH�6WDWH�DQG�FRXQWLHV�DUH�UHTXLUHG�WR�EH�PHPEHUV�RI�
WKH�(56��D�FRVW�VKDULQJ�PXOWLSOH�HPSOR\HU�GHILQHG�EHQHILW�SHQVLRQ�SODQ�WKDW�DGPLQLVWHUV�WKH�
6WDWH¶V�SHQVLRQ�EHQHILWV� SURJUDP�� �%HQHILWV�� HOLJLELOLW\�� DQG� FRQWULEXWLRQ� UHTXLUHPHQWV� DUH�
JRYHUQHG�E\�+56�&KDSWHU� ��� DQG� FDQ� EH� DPHQGHG� WKURXJK� OHJLVODWLRQ�� �7KH�(56� LVVXHV�
SXEOLFO\� DYDLODEOH� DQQXDO� ILQDQFLDO� UHSRUWV� WKDW� FDQ� EH� REWDLQHG� DW� (56¶� ZHEVLWH��
KWWS���ZZZ�HUV�HKDZDLL�JRY��

LL�� %HQHILWV�3URYLGHG�

7KH�(56�3HQVLRQ�7UXVW�LV�FRPSULVHG�RI�WKUHH�SHQVLRQ�FODVVHV�IRU�PHPEHUVKLS�SXUSRVHV�DQG�
FRQVLGHUHG� WR� EH� D� VLQJOH� SODQ� IRU� DFFRXQWLQJ� SXUSRVHV� VLQFH� DOO� DVVHWV� RI� WKH� (56�PD\�
OHJDOO\�EH�XVHG�WR�SD\�WKH�EHQHILWV�RI�DQ\�RI�WKH�(56�PHPEHUV�RU�EHQHILFLDULHV���7KH�(56�
SURYLGHV� UHWLUHPHQW��GLVDELOLW\� DQG� GHDWK� EHQHILWV�ZLWK� WKUHH�PHPEHUVKLS�FODVVHV�NQRZQ�
DV� WKH�QRQFRQWULEXWRU\��FRQWULEXWRU\�DQG�K\EULG� UHWLUHPHQW�FODVVHV�� �7KH� WKUHH� FODVVHV�
SURYLGH�D�PRQWKO\�UHWLUHPHQW�DOORZDQFH�HTXDO�WR�WKH�EHQHILW�PXOWLSOLHU��JHQHUDOO\�������RU�
������� PXOWLSOLHG� E\� WKH� DYHUDJH� ILQDO� FRPSHQVDWLRQ� PXOWLSOLHG� E\� \HDUV� RI� FUHGLWHG�
VHUYLFH�� � $YHUDJH� ILQDO� FRPSHQVDWLRQ� IRU� PHPEHUV� KLUHG� SULRU� WR� -XO\� ��� ����� LV� DQ�
DYHUDJH� RI� WKH� KLJKHVW� VDODULHV� GXULQJ� DQ\� WKUHH� \HDUV� RI� FUHGLWHG� VHUYLFH�� H[FOXGLQJ� DQ\�
VDODU\�SDLG�LQ�OLHX�RI�YDFDWLRQ�IRU�PHPEHUV�KLUHG�-DQXDU\���������RU�ODWHU�DQG�WKH�DYHUDJH�
RI� WKH�KLJKHVW�VDODULHV�GXULQJ�DQ\� ILYH�\HDUV�RI� FUHGLWHG�VHUYLFH�LQFOXGLQJ�DQ\�VDODU\� SDLG�
LQ� OLHX� RI� YDFDWLRQ� IRU�PHPEHUV� KLUHG� SULRU� WR� -DQXDU\���� �������)RU�PHPEHUV�KLUHG�DIWHU�
-XQH�����������DYHUDJH�ILQDO�FRPSHQVDWLRQ�LV�DQ�DYHUDJH�RI�WKH�KLJKHVW�VDODULHV�GXULQJ�DQ\�
ILYH�\HDUV�RI�FUHGLWHG�VHUYLFH�H[FOXGLQJ�DQ\�VDODU\�SDLG�LQ�OLHX�RI�YDFDWLRQ��
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��� (PSOR\HH�%HQHILW�3ODQV��FRQWLQXHG��

D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

LL�� %HQHILWV�3URYLGHG��FRQWLQXHG��

(DFK� UHWLUHH¶V� RULJLQDO� UHWLUHPHQW� DOORZDQFH� LV� LQFUHDVHG� RQ� HDFK� -XO\� �� EHJLQQLQJ� WKH�
FDOHQGDU� \HDU� DIWHU� UHWLUHPHQW�� � 5HWLUHHV� ILUVW� KLUHG� DV� PHPEHUV� SULRU� WR� -XO\���������
UHFHLYH�D������LQFUHDVH�HDFK�\HDU�RI� WKHLU�RULJLQDO�UHWLUHPHQW�DOORZDQFH�ZLWKRXW�D�FHLOLQJ���
5HWLUHHV�ILUVW� KLUHG� DV� PHPEHUV� DIWHU� -XQH� ���� ����� UHFHLYH� D� ����� LQFUHDVH� HDFK� \HDU�
RI� WKHLU� RULJLQDO� UHWLUHPHQW� DOORZDQFH� ZLWKRXW� D� FHLOLQJ�� � 7KH� DQQXDO� LQFUHDVH� LV� QRW�
FRPSRXQGHG��

7KH� IROORZLQJ� VXPPDUL]HV� WKH� SURYLVLRQV� UHOHYDQW� WR� WKH� ODUJHVW� HPSOR\HH� JURXSV� RI�
WKH� UHVSHFWLYH�PHPEHUVKLS� FODVV�� � 5HWLUHPHQW� EHQHILWV� IRU� FHUWDLQ� JURXSV�� VXFK� DV� SROLFH�
RIILFHUV��ILUHILJKWHUV��VRPH�LQYHVWLJDWRUV��VHZHU�ZRUNHUV��MXGJHV��DQG�HOHFWHG�RIILFLDOV��YDU\�
IURP�JHQHUDO�HPSOR\HHV��

1RQFRQWULEXWRU\�&ODVV

5HWLUHPHQW�%HQHILWV���*HQHUDO�HPSOR\HHV¶�UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV� ������RI�
DYHUDJH� ILQDO� FRPSHQVDWLRQ�PXOWLSOLHG� E\� WKH� \HDUV� RI� FUHGLWHG� VHUYLFH���(PSOR\HHV�ZLWK�
WHQ� \HDUV� RI� FUHGLWHG� VHUYLFH� DUH� HOLJLEOH� WR� UHWLUH� DW� DJH� �����(PSOR\HHV� ZLWK� ���\HDUV�
RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH�����

'LVDELOLW\�%HQHILWV���0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�UHJDUGOHVV�
RI� OHQJWK� RI� VHUYLFH� DQG� UHFHLYH� D� OLIHWLPH� SHQVLRQ� RI� ���� RI� WKHLU� DYHUDJH� ILQDO�
FRPSHQVDWLRQ���7HQ�\HDUV�RI�FUHGLWHG�VHUYLFH�LV� UHTXLUHG�IRU�RUGLQDU\�GLVDELOLW\���2UGLQDU\�
GLVDELOLW\� EHQHILWV� DUH� GHWHUPLQHG� LQ� WKH� VDPH� PDQQHU� DV� UHWLUHPHQW� EHQHILWV� EXW� DUH�
SD\DEOH� LPPHGLDWHO\�� ZLWKRXW� DQ� DFWXDULDO� UHGXFWLRQ�� DQG� DW� D� PLQLPXP� RI� ������ RI�
DYHUDJH�ILQDO�FRPSHQVDWLRQ��

'HDWK�%HQHILWV���)RU�VHUYLFH�FRQQHFWHG�GHDWKV��WKH�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�
UHFHLYHV� D�PRQWKO\�EHQHILW� RI� ����RI� WKH� DYHUDJH� ILQDO� FRPSHQVDWLRQ�XQWLO�UHPDUULDJH�RU�
UH�HQWU\�LQWR�D�QHZ�UHFLSURFDO�EHQHILFLDU\�UHODWLRQVKLS���$GGLWLRQDO�EHQHILWV�DUH�SD\DEOH�WR�
VXUYLYLQJ�GHSHQGHQW�FKLOGUHQ�XS� WR�DJH������ ,I� WKHUH�LV�QR�VSRXVH�UHFLSURFDO�EHQHILFLDU\�RU�
GHSHQGHQW�FKLOGUHQ��QR�EHQHILW�LV�SD\DEOH��
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LL�� %HQHILWV�3URYLGHG��FRQWLQXHG��

2UGLQDU\�GHDWK�EHQHILWV�DUH�DYDLODEOH�WR�HPSOR\HHV�ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�
OHDVW� WHQ� \HDUV� RI� FUHGLWHG� VHUYLFH�� � 7KH� VXUYLYLQJ� VSRXVH�UHFLSURFDO� EHQHILFLDU\� �XQWLO�
UHPDUULDJH�UHHQWU\�LQWR� D� QHZ� UHFLSURFDO�EHQHILFLDU\� UHODWLRQVKLS��DQG� GHSHQGHQW� FKLOGUHQ�
�XS� WR� DJH� ���� UHFHLYH� D� EHQHILW� HTXDO� WR� D� SHUFHQWDJH� RI� WKH� PHPEHU¶V� DFFUXHG�
PD[LPXP� DOORZDQFH� XQUHGXFHG� IRU� DJH� RU�� LI�WKH� PHPEHU� ZDV� HOLJLEOH� IRU� UHWLUHPHQW� DW�
WKH� WLPH� RI� GHDWK�� WKH� VXUYLYLQJ� VSRXVH�UHFLSURFDO� EHQHILFLDU\� UHFHLYHV� ����� MRLQW� DQG�
VXUYLYRU�OLIHWLPH�SHQVLRQ�DQG�WKH�GHSHQGHQW�FKLOGUHQ�UHFHLYH�D�SHUFHQWDJH�RI�WKH�PHPEHU¶V�
DFFUXHG�PD[LPXP�DOORZDQFH�XQUHGXFHG�IRU�DJH��

&RQWULEXWRU\�3ODQ�IRU�(PSOR\HHV�+LUHG�3ULRU�WR�-XO\��������

5HWLUHPHQW� %HQHILWV� �� *HQHUDO� HPSOR\HHV¶� UHWLUHPHQW� EHQHILWV� DUH� GHWHUPLQHG� DV� ��� RI�
DYHUDJH� ILQDO� FRPSHQVDWLRQ� PXOWLSOLHG� E\� WKH� \HDUV� RI� FUHGLWHG� VHUYLFH�� � *HQHUDO�
HPSOR\HHV�ZLWK�ILYH�\HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH�������

3ROLFH� RIILFHUV� DQG� ILUHILJKWHUV¶� UHWLUHPHQW� EHQHILWV� DUH� GHWHUPLQHG� XVLQJ� WKH� EHQHILW�
PXOWLSOLHU� RI� ����� IRU� TXDOLILHG� VHUYLFH�� XS� WR� D� PD[LPXP� RI� ���� RI� DYHUDJH� ILQDO�
FRPSHQVDWLRQ�� � 3ROLFH� RIILFHUV� DQG� ILUHILJKWHUV� ZLWK� ILYH� \HDUV� RI� FUHGLWHG� VHUYLFH� DUH�
HOLJLEOH� WR� UHWLUH� DW� DJH� ���� � 3ROLFH� RIILFHUV� DQG� ILUH� ILJKWHUV� ZLWK� ��� \HDUV� RI� FUHGLWHG�
VHUYLFH�DUH�HOLJLEOH� WR� UHWLUH�DW� DQ\�DJH��SURYLGHG�WKH� ODVW� ILYH�\HDUV� LV� VHUYLFH�FUHGLWHG� LQ�
WKHVH�RFFXSDWLRQV��

'LVDELOLW\�%HQHILWV���0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�UHJDUGOHVV�
RI� OHQJWK� RI� VHUYLFH� DQG� UHFHLYH� D� RQH�WLPH� SD\PHQW� RI� WKH�PHPEHU¶V� FRQWULEXWLRQV� DQG�
DFFUXHG�LQWHUHVW�SOXV�D� OLIHWLPH�SHQVLRQ�RI�����RI� WKHLU�DYHUDJH�ILQDO�FRPSHQVDWLRQ���7HQ�
\HDUV�RI�FUHGLWHG�VHUYLFH�LV�UHTXLUHG�IRU�RUGLQDU\�GLVDELOLW\���2UGLQDU\�GLVDELOLW\�EHQHILWV�DUH�
GHWHUPLQHG� DV� ������ RI� DYHUDJH� ILQDO� FRPSHQVDWLRQ�PXOWLSOLHG� E\� WKH� \HDUV� RI� FUHGLWHG�
VHUYLFH�EXW�DUH�SD\DEOH�LPPHGLDWHO\��ZLWKRXW�DQ�DFWXDULDO�UHGXFWLRQ��DQG�DW�D�PLQLPXP�RI�
����RI�DYHUDJH�ILQDO�FRPSHQVDWLRQ��



'HSDUWPHQW�RI�+HDOWK�
6WDWH�RI�+DZDLL�

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

���

��� (PSOR\HH�%HQHILW�3ODQV��FRQWLQXHG��

D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

LL�� %HQHILWV�3URYLGHG��FRQWLQXHG��

'HDWK�%HQHILWV���)RU�VHUYLFH�FRQQHFWHG�GHDWKV��WKH�VXUYLYLQJ�VSRXVH�UHFLSURFDO�EHQHILFLDU\�
UHFHLYHV� D� OXPS� VXP� SD\PHQW� RI� WKH� PHPEHU¶V� FRQWULEXWLRQV� DQG� DFFUXHG�LQWHUHVW�SOXV�D�
PRQWKO\�EHQHILW�RI�����RI�WKH�DYHUDJH�ILQDO�FRPSHQVDWLRQ�XQWLO�UHPDUULDJH�RU�UH�HQWU\�LQWR�
D� QHZ� UHFLSURFDO� EHQHILFLDU\� UHODWLRQVKLS�� � ,I� WKHUH� LV� QR� VXUYLYLQJ� VSRXVH�UHFLSURFDO�
EHQHILFLDU\�� VXUYLYLQJ� FKLOGUHQ� �XS� WR� DJH� ���� RU� GHSHQGHQW� SDUHQWV� DUH� HOLJLEOH� IRU� WKH�
PRQWKO\�EHQHILW���,I�WKHUH�LV�QR�VSRXVH�UHFLSURFDO�EHQHILFLDU\�RU�GHSHQGHQW�FKLOGUHQ�SDUHQWV��
WKH�RUGLQDU\�GHDWK�EHQHILW�LV�SD\DEOH�WR�WKH�GHVLJQDWHG�EHQHILFLDU\��

2UGLQDU\�GHDWK�EHQHILWV�DUH�DYDLODEOH�WR�HPSOR\HHV�ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�
OHDVW�RQH�\HDU�RI� VHUYLFH�� �2UGLQDU\�GHDWK�EHQHILWV�FRQVLVW�RI� D� OXPS�VXP�SD\PHQW�RI� WKH�
PHPEHU¶V�FRQWULEXWLRQV�DQG�DFFUXHG�LQWHUHVW�SOXV�D�SHUFHQWDJH�RI� WKH�VDODU\�HDUQHG�LQ� WKH�
���PRQWKV� SUHFHGLQJ� GHDWK�� RU� ���� -RLQW� DQG� 6XUYLYRU� OLIHWLPH� SHQVLRQ� LI� WKH�PHPEHU�
ZDV�QRW�HOLJLEOH�IRU�UHWLUHPHQW�DW�WKH�WLPH�RI�GHDWK�EXW�ZDV�FUHGLWHG�ZLWK�DW�OHDVW�WHQ�\HDUV�
RI�VHUYLFH�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\��RU������-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ� LI�
WKH� PHPEHU� ZDV� HOLJLEOH� IRU� UHWLUHPHQW� DW� WKH� WLPH� RI� GHDWK� DQG� GHVLJQDWHG� RQH�
EHQHILFLDU\��

&RQWULEXWRU\�3ODQ�IRU�(PSOR\HHV�+LUHG�$IWHU�-XQH���������

5HWLUHPHQW�%HQHILWV���*HQHUDO�HPSOR\HHV¶�UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV� ������RI�
DYHUDJH� ILQDO� FRPSHQVDWLRQ� PXOWLSOLHG� E\� WKH� \HDUV� RI� FUHGLWHG� VHUYLFH�� � *HQHUDO�
HPSOR\HHV�ZLWK�WHQ�\HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH�������

3ROLFH� RIILFHUV� DQG� ILUHILJKWHUV¶� UHWLUHPHQW� EHQHILWV� DUH� GHWHUPLQHG� XVLQJ� WKH� EHQHILW�
PXOWLSOLHU� RI� ������ IRU� TXDOLILHG� VHUYLFH�� XS� WR� D� PD[LPXP� RI� ���� RI� DYHUDJH� ILQDO�
FRPSHQVDWLRQ�� �3ROLFH� RIILFHUV� DQG� ILUHILJKWHUV� ZLWK� WHQ� \HDUV� RI� FUHGLWHG� VHUYLFH� DUH�
HOLJLEOH� WR� UHWLUH� DW� DJH� ���� � 3ROLFH� RIILFHUV� DQG� ILUHILJKWHUV� ZLWK� ILYH� \HDUV� RI� FUHGLWHG�
VHUYLFH�DUH� HOLJLEOH� WR� UHWLUH� DW� DJH� ���� �3ROLFH�RIILFHUV� DQG� ILUH� ILJKWHUV�ZLWK� ��� \HDUV� RI�
FUHGLWHG� VHUYLFH� DUH� HOLJLEOH� WR� UHWLUH� DW� DQ\� DJH�� SURYLGHG� WKH� ODVW� ILYH� \HDUV� LV� VHUYLFH�
FUHGLWHG�LQ�WKHVH�RFFXSDWLRQV��
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D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

LL�� %HQHILWV�3URYLGHG��FRQWLQXHG��

'LVDELOLW\�DQG�'HDWK�%HQHILWV���0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�
UHJDUGOHVV� RI� OHQJWK� RI� VHUYLFH� DQG� UHFHLYH� D� OLIHWLPH� SHQVLRQ� RI� ���� RI� WKHLU� DYHUDJH�
ILQDO� FRPSHQVDWLRQ� SOXV� UHIXQG� RI� FRQWULEXWLRQV� DQG� DFFUXHG� LQWHUHVW�� � 7HQ� \HDUV� RI�
FUHGLWHG�VHUYLFH�LV� UHTXLUHG�IRU�RUGLQDU\�GLVDELOLW\���2UGLQDU\�GLVDELOLW\�EHQHILWV�DUH����RI�
DYHUDJH� ILQDO� FRPSHQVDWLRQ� IRU� HDFK� \HDU� RI� VHUYLFH� IRU� MXGJHV� DQG� HOHFWHG� RIILFHUV� DQG�
������ RI� DYHUDJH� ILQDO� FRPSHQVDWLRQ� IRU� HDFK� \HDU� RI� VHUYLFH� IRU� SROLFH� RIILFHUV� DQG�
ILUHILJKWHUV�DQG�DUH�SD\DEOH�LPPHGLDWHO\��ZLWKRXW�DQ�DFWXDULDO�UHGXFWLRQ��DW�D�PLQLPXP�RI�
����RI�DYHUDJH�ILQDO�FRPSHQVDWLRQ����

'HDWK� EHQHILWV� IRU� FRQWULEXWRU\� PHPEHUV� KLUHG� DIWHU� -XQH� ���� ����� DUH� JHQHUDOO\� WKH�
VDPH�DV�WKRVH�IRU�FRQWULEXWRU\�PHPEHUV�KLUHG�-XQH����������DQG�SULRU��

+\EULG�3ODQ�IRU�(PSOR\HHV�+LUHG�3ULRU�WR�-XO\��������

5HWLUHPHQW� %HQHILWV� �� *HQHUDO� HPSOR\HHV¶� UHWLUHPHQW� EHQHILWV� DUH� GHWHUPLQHG� DV� ��� RI�
DYHUDJH� ILQDO� FRPSHQVDWLRQ� PXOWLSOLHG� E\� WKH� \HDUV� RI� FUHGLWHG� VHUYLFH�� � *HQHUDO�
HPSOR\HHV� ZLWK� ILYH� \HDUV� RI� FUHGLWHG� VHUYLFH� DUH� HOLJLEOH� WR� UHWLUH� DW� DJH� �����*HQHUDO�
HPSOR\HHV�ZLWK����\HDUV�RI�FUHGLWHG�VHUYLFH�DUH�HOLJLEOH�WR�UHWLUH�DW�DJH�����

'LVDELOLW\�%HQHILWV���0HPEHUV�DUH�HOLJLEOH�IRU�VHUYLFH�UHODWHG�GLVDELOLW\�EHQHILWV�UHJDUGOHVV�
RI� OHQJWK� RI� VHUYLFH� DQG� UHFHLYH� D� OLIHWLPH� SHQVLRQ� RI� ���� RI� WKHLU� DYHUDJH� ILQDO�
FRPSHQVDWLRQ� SOXV� UHIXQG� RI� WKHLU� FRQWULEXWLRQV� DQG� DFFUXHG� LQWHUHVW�� � 7HQ� \HDUV� RI�
FUHGLWHG� VHUYLFH� LV� UHTXLUHG� IRU� RUGLQDU\� GLVDELOLW\�� � 2UGLQDU\� GLVDELOLW\� EHQHILWV� DUH�
GHWHUPLQHG� LQ� WKH� VDPH� PDQQHU� DV� UHWLUHPHQW� EHQHILWV� EXW� DUH� SD\DEOH� LPPHGLDWHO\��
ZLWKRXW�DQ�DFWXDULDO�UHGXFWLRQ��DQG�DW�D�PLQLPXP�RI�����RI�DYHUDJH�ILQDO�FRPSHQVDWLRQ��
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D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

LL�� %HQHILWV�3URYLGHG��FRQWLQXHG��

'HDWK�%HQHILWV���)RU� VHUYLFH�FRQQHFWHG�GHDWKV�� WKH�GHVLJQDWHG�VXUYLYLQJ�VSRXVH�UHFLSURFDO�
EHQHILFLDU\� UHFHLYHV� D� OXPS� VXP� SD\PHQW� RI� WKH� PHPEHU¶V� FRQWULEXWLRQV� DQG� DFFUXHG�
LQWHUHVW� SOXV� D� PRQWKO\� EHQHILW� RI� ���� RI� WKH� DYHUDJH� ILQDO� FRPSHQVDWLRQ� XQWLO�
UHPDUULDJH� RU� UH�HQWU\� LQWR� D� QHZ� UHFLSURFDO� EHQHILFLDU\� UHODWLRQVKLS�� � ,I� WKHUH� LV� QR�
VXUYLYLQJ� VSRXVH�UHFLSURFDO� EHQHILFLDU\�� VXUYLYLQJ� GHSHQGHQW� FKLOGUHQ� �XS� WR� DJH� ���� RU�
GHSHQGHQW� SDUHQWV� DUH� HOLJLEOH� IRU� WKH� PRQWKO\� EHQHILW�� � ,I� WKHUH� LV� QR� VSRXVH�UHFLSURFDO�
EHQHILFLDU\� RU� GHSHQGHQW� FKLOGUHQ�SDUHQWV�� WKH� RUGLQDU\� GHDWK� EHQHILW� LV� SD\DEOH� WR� WKH�
GHVLJQDWHG�EHQHILFLDU\��

2UGLQDU\�GHDWK�EHQHILWV�DUH�DYDLODEOH�WR�HPSOR\HHV�ZKR�ZHUH�DFWLYH�DW�WLPH�RI�GHDWK�ZLWK�DW�
OHDVW�ILYH�\HDUV�RI�VHUYLFH���2UGLQDU\�GHDWK�EHQHILWV�FRQVLVW�RI�D� OXPS�VXP�SD\PHQW�RI�WKH�
PHPEHU¶V� FRQWULEXWLRQV� DQG� DFFUXHG� LQWHUHVW� SOXV� D� SHUFHQWDJH� PXOWLSOLHG� E\� ������ RU�
����-RLQW�DQG�6XUYLYRU�OLIHWLPH�SHQVLRQ�LI� WKH�PHPEHU�ZDV�QRW� HOLJLEOH�IRU� UHWLUHPHQW�DW�
WKH� WLPH� RI�GHDWK� EXW�ZDV� FUHGLWHG�ZLWK� DW� OHDVW� WHQ� \HDUV� RI� VHUYLFH� DQG� GHVLJQDWHG�RQH�
EHQHILFLDU\��RU� ����� -RLQW� DQG� 6XUYLYRU� OLIHWLPH�SHQVLRQ� LI� WKH�PHPEHU�ZDV� HOLJLEOH� IRU�
UHWLUHPHQW�DW�WKH�WLPH�RI�GHDWK�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\

+\EULG�3ODQ�IRU�(PSOR\HHV�+LUHG�$IWHU�-XQH���������

5HWLUHPHQW�%HQHILWV� ��*HQHUDO�HPSOR\HHV¶�UHWLUHPHQW�EHQHILWV�DUH�GHWHUPLQHG�DV� ������RI�
DYHUDJH� ILQDO� FRPSHQVDWLRQ� PXOWLSOLHG� E\� WKH� \HDUV� RI� FUHGLWHG� VHUYLFH�� � *HQHUDO�
HPSOR\HHV�ZLWK� WHQ� \HDUV�RI� FUHGLWHG� VHUYLFH�DUH� HOLJLEOH� WR� UHWLUH� DW� DJH� ���� �(PSOR\HHV�
ZLWK� ��� \HDUV� RI� FUHGLWHG� VHUYLFH� DUH� HOLJLEOH� WR� UHWLUH� DW� DJH� ���� � 6HZHU�ZRUNHUV��ZDWHU�
VDIHW\� RIILFHUV�� DQG� HPHUJHQF\�PHGLFDO� WHFKQLFLDQV�PD\� UHWLUH�ZLWK� ��� \HDUV� RI� FUHGLWHG�
VHUYLFH�DW�DJH�����
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LL�� %HQHILWV�3URYLGHG��FRQWLQXHG��

'LVDELOLW\� DQG� 'HDWK� %HQHILWV� �� 3URYLVLRQV� IRU� GLVDELOLW\� DQG� GHDWK� EHQHILWV� JHQHUDOO\�
UHPDLQ� WKH� VDPH� H[FHSW� IRU� RUGLQDU\� GHDWK� EHQHILWV�� � 2UGLQDU\� GHDWK� EHQHILWV� DUH�
DYDLODEOH� WR� HPSOR\HHV� ZKR� ZHUH� DFWLYH� DW� WLPH� RI� GHDWK� ZLWK� DW� OHDVW� WHQ� \HDUV� RI�
VHUYLFH�� � 2UGLQDU\� GHDWK� EHQHILWV� FRQVLVW� RI� D� OXPS� VXP� SD\PHQW� RI� WKH� PHPEHU¶V�
FRQWULEXWLRQV� DQG� DFFUXHG� LQWHUHVW�� RU� ���� -RLQW� DQG� 6XUYLYRU� OLIHWLPH� SHQVLRQ� LI� WKH�
PHPEHU�ZDV�QRW�HOLJLEOH�IRU�UHWLUHPHQW�DW� WKH�WLPH�RI�GHDWK�EXW�ZDV�FUHGLWHG�ZLWK�DW� OHDVW�
WHQ�\HDUV�RI� VHUYLFH�DQG�GHVLJQDWHG�RQH�EHQHILFLDU\��RU� �����-RLQW� DQG�6XUYLYRU� OLIHWLPH�
SHQVLRQ� LI� WKH� PHPEHU� ZDV� HOLJLEOH� IRU� UHWLUHPHQW� DW� WKH� WLPH� RI� GHDWK� DQG� GHVLJQDWHG�
RQH�EHQHILFLDU\��

LLL�� &RQWULEXWLRQV�

&RQWULEXWLRQV�DUH�JRYHUQHG�E\�+56�&KDSWHU����DQG�PD\�EH�DPHQGHG�WKURXJK� OHJLVODWLRQ���
7KH� HPSOR\HU� UDWH� LV� VHW� E\� VWDWXWH� EDVHG� RQ� WKH� UHFRPPHQGDWLRQV�RI�WKH� (56� DFWXDU\�
UHVXOWLQJ� IURP� DQ� H[SHULHQFH� VWXG\� FRQGXFWHG� HYHU\� ILYH� \HDUV���6LQFH�-XO\����������WKH�
HPSOR\HU�FRQWULEXWLRQ�UDWH�LV�D�IL[HG�SHUFHQWDJH�RI�FRPSHQVDWLRQ��LQFOXGLQJ�WKH�QRUPDO�FRVW�
SOXV� DPRXQWV� UHTXLUHG� WR� SD\� IRU� WKH� XQIXQGHG� DFWXDULDO� DFFUXHG� OLDELOLWLHV�� � 7KH�
FRQWULEXWLRQ� UDWHV� IRU� ILVFDO� \HDU� ����� ZHUH� ������� IRU� SROLFH� RIILFHUV� DQG� ILUHILJKWHUV�
DQG� ������� IRU� DOO� RWKHU� HPSOR\HHV�� � &RQWULEXWLRQV� WR� WKH� SHQVLRQ� SODQ� IURP� WKH�
'HSDUWPHQW�ZHUH����������IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������

3HU�$FW����6/+�������$FW������IXWXUH�HPSOR\HU�FRQWULEXWLRQV�IURP�WKH�6WDWH�DQG�FRXQWLHV�
DUH�H[SHFWHG�WR�LQFUHDVH�SXUVXDQW�WR�D�SKDVHG�LQ�FRQWULEXWLRQ�UDWH�LQFUHDVH�RYHU�IRXU�\HDUV�
EHJLQQLQJ� -XO\� ��� ������ � 7KH� UDWH� IRU� DOO� HPSOR\HHV�� H[FHSW� IRU� SROLFH� RIILFHUV� DQG�
ILUHILJKWHUV��LQFUHDVHG�WR��������RQ�-XO\����������DQG�LQFUHDVHV�WR��������RQ�-XO\����������
DQG��������RQ�-XO\������������
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D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

LLL�� &RQWULEXWLRQV��FRQWLQXHG��

7KH� HPSOR\HU� LV� UHTXLUHG� WR� PDNH� DOO� FRQWULEXWLRQV� IRU� QRQFRQWULEXWRU\� PHPEHUV���
&RQWULEXWRU\� PHPEHUV� KLUHG� SULRU� WR� -XO\���� ����� DUH� UHTXLUHG� WR� FRQWULEXWH� ����� RI�
WKHLU� VDODU\�� H[FHSW� IRU� SROLFH� RIILFHUV� DQG� ILUHILJKWHUV� ZKR� DUH� UHTXLUHG� WR� FRQWULEXWH�
������ RI� WKHLU� VDODU\�� � &RQWULEXWRU\�PHPEHUV� KLUHG� DIWHU� -XQH� ���� ����� DUH� UHTXLUHG� WR�
FRQWULEXWH� ����� RI� WKHLU� VDODU\�� H[FHSW� IRU� SROLFH� RIILFHUV� DQG� ILUHILJKWHUV� ZKR� DUH�
UHTXLUHG� WR� FRQWULEXWH�������RI�WKHLU�VDODU\���+\EULG�PHPEHUV�KLUHG�SULRU�WR�-XO\���������
DUH� UHTXLUHG� WR� FRQWULEXWH� ����� RI� WKHLU� VDODU\�� � +\EULG� PHPEHUV� KLUHG� DIWHU�
-XQH����������DUH� UHTXLUHG� WR� FRQWULEXWH������RI�WKHLU�VDODU\��

LY�� 1HW� 3HQVLRQ� /LDELOLWLHV�� 3HQVLRQ� ([SHQVH�� DQG� 'HIHUUHG� 2XWIORZV� DQG� ,QIORZV� RI�
5HVRXUFHV��5HODWHG�WR�3HQVLRQV�

$W�-XQH�����������WKH�'HSDUWPHQW�UHSRUWHG� D� OLDELOLW\� RI� ����������� IRU� LWV� SURSRUWLRQDWH�
VKDUH� RI� QHW� SHQVLRQ� OLDELOLW\� RI� WKH�6WDWH���7KH�QHW�SHQVLRQ�OLDELOLW\�ZDV�PHDVXUHG�DV�RI�
-XQH� ���� ������ DQG� WKH� WRWDO� SHQVLRQ� OLDELOLW\� XVHG� WR� FDOFXODWH� WKH� QHW� SHQVLRQ� OLDELOLW\�
ZDV�GHWHUPLQHG�E\�DQ�DFWXDULDO�YDOXDWLRQ�DV�RI�WKDW�GDWH���7KH�6WDWH¶V�SURSRUWLRQ�RI�WKH�QHW�
SHQVLRQ�OLDELOLW\�ZDV�EDVHG�RQ�D�SURMHFWLRQ�RI� WKH�6WDWH¶V�ORQJ�WHUP�VKDUH�RI�FRQWULEXWLRQV�
WR� WKH� SHQVLRQ� SODQ� UHODWLYH� WR� SURMHFWHG� FRQWULEXWLRQV� RI� DOO� SDUWLFLSDQWV�� DFWXDULDOO\�
GHWHUPLQHG�� �$W� -XQH����� �����DQG������� WKH� 'HSDUWPHQW¶V�SURSRUWLRQ�RI� WKH�6WDWH�VKDUH�
ZDV�������DQG��������UHVSHFWLYHO\��

7KHUH�ZDV�QR�FKDQJH�LQ�DFWXDULDO�DVVXPSWLRQV�IURP�-XQH����������WR�-XQH������������7KHUH�
ZHUH� QR� FKDQJHV� LQ� DVVXPSWLRQV� EHWZHHQ� WKH� PHDVXUHPHQW� GDWH�� -XQH����������� DQG� WKH�
UHSRUWLQJ� GDWH�� -XQH� ���� ������ WKDW� DUH� H[SHFWHG� WR� KDYH� D� VLJQLILFDQW� HIIHFW� RQ� WKH�
SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�SHQVLRQ�OLDELOLW\��
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LY�� 1HW� 3HQVLRQ� /LDELOLWLHV�� 3HQVLRQ� ([SHQVH�� DQG� 'HIHUUHG� 2XWIORZV� DQG� ,QIORZV� RI�
5HVRXUFHV��5HODWHG�WR�3HQVLRQV��FRQWLQXHG��

)RU� WKH� \HDU� HQGHG� -XQH� ���� ������ WKH� 'HSDUWPHQW� UHFRJQL]HG� SHQVLRQ� H[SHQVH� RI�
�����������$W�-XQH�����������WKH�'HSDUWPHQW�UHSRUWHG�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�DQG�
GHIHUUHG�LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV�IURP�WKH�IROORZLQJ�VRXUFHV��

'LIIHUHQFHV�EHWZHHQ�H[SHFWHG�DQG�DFWXDO�H[SHULHQFH ���������������������� �����������������������
&KDQJHV�LQ�DVVXPSWLRQV ���������������������� �
1HW�GLIIHUHQFH�EHWZHHQ�SURMHFWHG�DQG�DFWXDO�HDUQLQJV�
RQ�SHQVLRQ�SODQ�LQYHVWPHQWV ���������������������� ���������

&KDQJHV�LQ�SURSRUWLRQ�DQG�GLIIHUHQFH�EHWZHHQ
'HSDUWPHQW�FRQWULEXWLRQV�DQG�SURSRUWLRQDWH
VKDUH�RI�FRQWULEXWLRQV ����������������������� ��������

'HSDUWPHQW�FRQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH ���������������������� �

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

'HIHUUHG�2XWIORZV�
RI�5HVRXUFHV

'HIHUUHG�,QIORZV�
RI�5HVRXUFHV
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D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

LY�� 1HW� 3HQVLRQ� /LDELOLWLHV�� 3HQVLRQ� ([SHQVH�� DQG� 'HIHUUHG� 2XWIORZV� DQG� ,QIORZV� RI�
5HVRXUFHV��5HODWHG�WR�3HQVLRQV��FRQWLQXHG��

7KH����������UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI�UHVRXUFHV�UHODWHG�WR�SHQVLRQV�UHVXOWLQJ�IURP�
'HSDUWPHQW� FRQWULEXWLRQV� VXEVHTXHQW� WR� WKH� PHDVXUHPHQW� GDWH� ZLOO� EH� UHFRJQL]HG� DV� D�
UHGXFWLRQ� RI� WKH� QHW� SHQVLRQ� OLDELOLW\� LQ� WKH� ILVFDO� \HDU� HQGHG� -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��

)LVFDO�\HDU�HQGLQJ�-XQH�����
���� ��������������������
���� �������
���� �������
���� ������
���� ������

�������������������

Y�� $FWXDULDO�$VVXPSWLRQV�

7KH�WRWDO�SHQVLRQ�OLDELOLW\�LQ�WKH�-XQH����������DFWXDULDO�YDOXDWLRQ�ZDV�GHWHUPLQHG�XVLQJ�WKH�
IROORZLQJ� DFWXDULDO� DVVXPSWLRQV� DGRSWHG� E\� WKH� %RDUG� RI� 7UXVWHHV� RI� WKH� (PSOR\HHV¶�
5HWLUHPHQW�6\VWHP�RI�WKH�6WDWH�RI�+DZDLL��RQ�'HFHPEHU�����������EDVHG�RQ�WKH�PRVW�UHFHQW�
H[SHULHQFH�VWXG\�GDWHG�-XO\����������

,QIODWLRQ �����
3D\UROO�JURZWK�UDWH �����
,QYHVWPHQW�UDWH�RI�UHWXUQ ������SHU�\HDU��FRPSRXQGHG�DQQXDOO\�LQFOXGLQJ�LQIODWLRQ

7KHUH� ZHUH� QR� FKDQJHV� WR� DG� KRF� SRVWHPSOR\PHQW� EHQHILWV� LQFOXGLQJ� FRVW� RI� OLYLQJ�
DOORZDQFHV��
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Y�� $FWXDULDO�$VVXPSWLRQV��FRQWLQXHG��

3RVW�UHWLUHPHQW�PRUWDOLW\�UDWHV�DUH�EDVHG�RQ�WKH������3XEOLF�5HWLUHHV�RI�+DZDLL�PRUWDOLW\�
WDEOH� ZLWK� DGMXVWPHQWV� EDVHG� RQ� JHQHUDWLRQDO� SURMHFWLRQV� RI� WKH� %%� SURMHFWLRQ� WDEOH� IRU�
����� DQG� IXOO� JHQHUDWLRQDO� SURMHFWLRQV� LQ� IXWXUH�\HDUV�� � 3UH�UHWLUHPHQW�PRUWDOLW\� UDWHV� DUH�
EDVHG�RQ�PXOWLSOHV�RI�53������PRUWDOLW\�WDEOH�EDVHG�RQ�WKH�RFFXSDWLRQ�RI�WKH�PHPEHU����

7KH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�SHQVLRQ�SODQ�LQYHVWPHQWV�ZDV�GHWHUPLQHG�XVLQJ�D�
³WRS� GRZQ� DSSURDFK´� RI� WKH� %HVSRNH� &OLHQW�&RQVWUDLQHG� 6LPXODWLRQ�EDVHG� 2SWLPL]DWLRQ�
0RGHO��D�VWDWLVWLFDO�WHFKQLTXH�NQRZQ�DV�³UH�VDPSOLQJ�ZLWK�D�UHSODFHPHQW´�WKDW�GLUHFWO\�NH\V�
LQ�RQ�VSHFLILF�SODQ�OHYHO�ULVN�IDFWRUV�DV�VWLSXODWHG�E\�WKH�(56�%RDUG��LQ�ZKLFK�EHVW�HVWLPDWH�
UDQJHV� RI� H[SHFWHG� IXWXUH� UHDO� UDWHV� RI� UHWXUQ� �H[SHFWHG� UHWXUQV�� QHW� RI� SHQVLRQ� SODQ�
LQYHVWPHQW�H[SHQVH�DQG�LQIODWLRQ��DUH�GHYHORSHG�IRU�HDFK�PDMRU�DVVHW�FODVV���7KHVH�UDQJHV�
DUH�FRPELQHG�WR�SURGXFH�WKH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�E\�ZHLJKWLQJ�WKH�H[SHFWHG�
IXWXUH�UHDO�UDWHV�RI�UHWXUQ�E\�WKH�WDUJHW�DVVHW�DOORFDWLRQ�SHUFHQWDJH�DQG�E\�DGGLQJ�H[SHFWHG�
LQIODWLRQ�7KH�WDUJHW�DOORFDWLRQ�DQG�EHVW�HVWLPDWHV�RI�JHRPHWULF�UHDO�UDWHV�RI�UHWXUQ�IRU�HDFK�
PDMRU�DVVHW�FODVV�DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH��

6WUDWHJLF�$OORFDWLRQ�
�ULVN�EDVHG�FODVVHV�

7DUJHW�
$OORFDWLRQ

/RQJ�WHUP�([SHFWHG�
*HRPHWULF�5DWH�RI�

5HWXUQ

%URDG�JURZWK ����� �����
3ULQFLSDO�SURWHFWLRQ ���� �����
5HDO�UHWXUQ ����� �����
&ULVLV�ULVN�RIIVHW ����� �����

����
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Y�� $FWXDULDO�$VVXPSWLRQV��FRQWLQXHG��

'LVFRXQW�5DWH ��7KH�GLVFRXQW�UDWH�XVHG�WR�PHDVXUH�WKH�QHW�SHQVLRQ�OLDELOLW\�ZDV��������WKH�
VDPH� UDWH� XVHG� DW� WKH� SULRU� PHDVXUHPHQW� GDWH�� � 7KH� SURMHFWLRQ� RI� FDVK� IORZV� XVHG� WR�
GHWHUPLQH� WKH� GLVFRXQW� UDWH� DVVXPHG� WKDW� HPSOR\HH� FRQWULEXWLRQV� ZLOO� EH� PDGH� DW� WKH�
FXUUHQW� FRQWULEXWLRQ� UDWH� DQG� WKDW� FRQWULEXWLRQV� IURP� WKH�6WDWH�ZLOO�EH�PDGH�DW� VWDWXWRULO\�
UHTXLUHG� UDWHV�� DFWXDULDOO\� GHWHUPLQHG�� � %DVHG� RQ� WKRVH� DVVXPSWLRQV�� WKH� SHQVLRQ� SODQ¶V�
ILGXFLDU\� QHW� SRVLWLRQ�ZDV� SURMHFWHG� WR� EH� DYDLODEOH� WR�PDNH� DOO� SURMHFWHG� IXWXUH� EHQHILW�
SD\PHQWV�RI�FXUUHQW�DFWLYH�DQG�LQDFWLYH�HPSOR\HHV���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\��

6HQVLWLYLW\� RI� WKH� 'HSDUWPHQW¶V� 3URSRUWLRQDWH� 6KDUH� RI� WKH� 1HW� 3HQVLRQ� /LDELOLW\� WR�
&KDQJHV� LQ� WKH�'LVFRXQW�5DWH ��7KH� IROORZLQJ� SUHVHQWV� WKH� 'HSDUWPHQW¶V�SURSRUWLRQDWH�
VKDUH� RI� WKH� QHW� SHQVLRQ� OLDELOLW\� FDOFXODWHG�XVLQJ� WKH� GLVFRXQW� UDWH� RI� ������� DV�ZHOO� DV�
ZKDW�WKH�'HSDUWPHQW¶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�
��������

'LVFRXQW�5DWH�
��������

����,QFUHDVH�
��������

'HSDUWPHQW
V�SURSRUWLRQDWH�VKDUH
RI�WKH�QHW�SHQVLRQ�OLDELOLW\ ������������������� ������������������� �������������������
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D�� (PSOR\HHV¶�5HWLUHPHQW�6\VWHP��FRQWLQXHG��

YL�� 3HQVLRQ�3ODQ�)LGXFLDU\�1HW�3RVLWLRQ��

7KH� SHQVLRQ� SODQ¶V� ILGXFLDU\� QHW� SRVLWLRQ� LV� GHWHUPLQHG� RQ� WKH� VDPH� EDVLV� XVHG� E\� WKH�
SHQVLRQ� SODQ�� � 7KH� (56� ILQDQFLDO� VWDWHPHQWV� DUH� SUHSDUHG� XVLQJ� WKH� DFFUXDO� EDVLV� RI�
DFFRXQWLQJ�XQGHU�ZKLFK�H[SHQVHV�DUH�UHFRUGHG�ZKHQ�WKH�OLDELOLW\�LV�LQFXUUHG��DQG�UHYHQXHV�
DUH� UHFRUGHG� LQ� WKH� DFFRXQWLQJ� SHULRG� LQ�ZKLFK� WKH\� DUH� HDUQHG� DQG� EHFRPH�PHDVXUDEOH���
(PSOR\HU� DQG� PHPEHU� FRQWULEXWLRQV� DUH� UHFRJQL]HG� LQ� WKH� SHULRG� LQ� ZKLFK� WKH�
FRQWULEXWLRQV� DUH� GXH�� � %HQHILWV� DQG� UHIXQGV� DUH� UHFRJQL]HG� ZKHQ� GXH� DQG� SD\DEOH� LQ�
DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�WKH�SODQ���,QYHVWPHQW�SXUFKDVHV�DQG�VDOHV�DUH�UHFRUGHG�DV�RI�
WKHLU�WUDGH�GDWH���$GPLQLVWUDWLYH�H[SHQVHV�DUH�ILQDQFHG�H[FOXVLYHO\�ZLWK�LQYHVWPHQW�LQFRPH��

7KHUH�ZHUH�QR�VLJQLILFDQW�FKDQJHV�DIWHU�WKH�UHSRUW�PHDVXUHPHQW�GDWH���'HWDLOHG�LQIRUPDWLRQ�
DERXW� WKH� SHQVLRQ� SODQ¶V� ILGXFLDU\� QHW� SRVLWLRQ� LV� DYDLODEOH� LQ� WKH� VHSDUDWHO\� LVVXHG�(56�
ILQDQFLDO� UHSRUW�� (56¶V� FRPSOHWH� ILQDQFLDO� VWDWHPHQWV� DUH� DYDLODEOH� DW�
KWWS���ZZZ�HUV�HKDZDLL�JRY��

7KH� 6WDWH¶V� FRPSUHKHQVLYH� DQQXDO� ILQDQFLDO� UHSRUW� FRQWDLQV� IXUWKHU� GLVFORVXUHV� UHODWHG� WR�
WKH� 6WDWH¶V� SURSRUWLRQDWH� VKDUH� RI� WKH� QHW� SHQVLRQ� OLDELOLW\� DQG� HPSOR\HU� SHQVLRQ�
FRQWULEXWLRQV�

YLL��3D\DEOHV�WR�WKH�3HQVLRQ�3ODQ�

$W� -XQH����� ������ WKHUH�ZDV�QR�SD\DEOH� WR� WKH�(56��

E�� 'HIHUUHG�&RPSHQVDWLRQ�3ODQ�

7KH� 6WDWH� RIIHUV� LWV� HPSOR\HHV� D� GHIHUUHG� FRPSHQVDWLRQ� SODQ� FUHDWHG� LQ� DFFRUGDQFH� ZLWK�
,QWHUQDO� 5HYHQXH� &RGH� 6HFWLRQ� ����� �7KH� SODQ�� DYDLODEOH� WR� DOO� 6WDWH� HPSOR\HHV�� SHUPLWV�
HPSOR\HHV�WR�GHIHU�D�SRUWLRQ�RI� WKHLU� VDODU\�XQWLO� IXWXUH�\HDUV�� �7KH�GHIHUUHG�FRPSHQVDWLRQ�LV�
QRW�DYDLODEOH�WR�HPSOR\HHV�XQWLO�WHUPLQDWLRQ��UHWLUHPHQW��GHDWK��RU�DQ�XQIRUHVHHDEOH�HPHUJHQF\��

$OO�SODQ�DVVHWV�DUH�KHOG� LQ�D� WUXVW� IXQG�WR�SURWHFW�WKHP�IURP�FODLPV�RI�JHQHUDO�FUHGLWRUV���7KH�
6WDWH� KDV� QR� UHVSRQVLELOLW\� IRU� ORVV� GXH� WR� WKH� LQYHVWPHQW� RU� IDLOXUH� RI� LQYHVWPHQW� RI� IXQGV�
DQG� DVVHWV� LQ� WKH� SODQ�� EXW� KDV� WKH� GXW\� RI� GXH� FDUH� WKDW� ZRXOG� EH� UHTXLUHG� RI� DQ� RUGLQDU\�
SUXGHQW�LQYHVWRU��
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F�� 3RVW�(PSOR\PHQW�+HDOWKFDUH�DQG�/LIH�,QVXUDQFH�%HQHILWV�

L�� 3ODQ�'HVFULSWLRQ�

7KH�6WDWH�SURYLGHV�FHUWDLQ�KHDOWK�FDUH�DQG�OLIH�LQVXUDQFH�EHQHILWV�WR�DOO�TXDOLILHG�HPSOR\HHV���
3XUVXDQW� WR�$FW� ���� 6HVVLRQ�/DZV� RI�+DZDLL� �6/+�� RI� ������ WKH� VWDWH� FRQWULEXWHV� WR� WKH�
+DZDLL�(PSOR\HU�8QLRQ�+HDOWK�%HQHILWV�7UXVW�)XQG��(87)���DQ�DJHQW�PXOWLSOH�HPSOR\HU�
GHILQHG�EHQHILW�SODQ��HIIHFWLYH�-XO\�����������7KH�(87)�ZDV�HVWDEOLVKHG�WR�SURYLGH�D�VLQJOH�
GHOLYHU\� V\VWHP� RI� KHDOWK� EHQHILWV� IRU� VWDWH� DQG� FRXQW\� ZRUNHUV�� UHWLUHHV�� DQG� WKHLU�
GHSHQGHQWV���7KH�(87)�LVVXHV�DQ�DQQXDO�ILQDQFLDO�UHSRUW�WKDW�LV�DYDLODEOH�WR�WKH�SXEOLF��7KH�
UHSRUW� PD\� EH� REWDLQHG� E\� ZULWLQJ� WR� WKH� (87)� DW� 3�2�� %R[� ����� +RQROXOX�� +,��
������������

6WDWH�3ROLF\���7KH�DFWXDULDO�YDOXDWLRQ�RI�WKH�(87)�GRHV�QRW�SURYLGH�23(%�LQIRUPDWLRQ�E\�
GHSDUWPHQW�RU�DJHQF\���$FFRUGLQJO\��WKH�6WDWH¶V�SROLF\�RQ�WKH�DFFRXQWLQJ�DQG�UHSRUWLQJ�IRU�
23(%�LV�WR�DOORFDWH�D�SRUWLRQ�RI�WKH�6WDWH¶V�$QQXDO�5HTXLUHG�&RQWULEXWLRQ��$5&���LQWHUHVW��
DQG�DQ\�DGMXVWPHQW�WR�WKH�$5&��WR�FRPSRQHQW�XQLWV�DQG�SURSULHWDU\�IXQGV�WKDW�DUH�UHSRUWHG�
VHSDUDWHO\� LQ� VWDQG� DORQH�GHSDUWPHQWDO� ILQDQFLDO� VWDWHPHQWV�RU� LQ� WKH�6WDWH¶V�&$)5�� �7KH�
EDVLV�IRU�WKH�DOORFDWLRQ�LV�WKH�SURSRUWLRQDWH�VKDUH�RI�FRQWULEXWLRQV�PDGH�E\�HDFK�FRPSRQHQW�
XQLW�RU�SURSULHWDU\�IXQG�IRU�UHWLUHH�KHDOWK�EHQHILWV��
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F�� 3RVW�(PSOR\PHQW�+HDOWKFDUH�DQG�/LIH�,QVXUDQFH�%HQHILWV��FRQWLQXHG��

LL�� &RQWULEXWLRQV�

&RQWULEXWLRQV�DUH�JRYHUQHG�E\�+56�&KDSWHU���$�DQG�PD\�EH�DPHQGHG�WKURXJK�OHJLVODWLRQ���
&RQWULEXWLRQV� WR� WKH� 23(%� SODQ� IURP� WKH� 'HSDUWPHQW� ZDV� ��������� IRU� WKH� ILVFDO� \HDU�
HQGHG�-XQH������������7KH�HPSOR\HU�LV�UHTXLUHG�WR�PDNH�DOO�FRQWULEXWLRQV�IRU�PHPEHUV��

LLL�� 23(%�/LDELOLWLHV��23(%�([SHQVH�� DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�DQG�'HIHUUHG�
,QIORZV�RI�5HVRXUFHV�5HODWHG�WR�23(%

$W�-XQH�����������WKH�'HSDUWPHQW�UHSRUWHG�D�OLDELOLW\�RI������������IRU�LWV�SURSRUWLRQDWH�VKDUH�
RI�QHW�23(%�OLDELOLW\�RI�WKH�6WDWH���7KH�QHW�23(%�OLDELOLW\�ZDV�PHDVXUHG�DV�RI�-XO\����������
DQG�WKH� WRWDO�23(%�OLDELOLW\�XVHG�WR�FDOFXODWH� WKH�QHW�23(%�OLDELOLW\�ZDV�GHWHUPLQHG�E\�DQ�
DFWXDULDO�YDOXDWLRQ�DV�RI�WKDW�GDWH���7KH�6WDWH¶V�SURSRUWLRQ�RI�WKH�QHW�23(%�OLDELOLW\�ZDV�EDVHG�
RQ� D� SURMHFWLRQ� RI� WKH� 6WDWH¶V� ORQJ�WHUP� VKDUH� RI� FRQWULEXWLRQV� WR� WKH� (87)� UHODWLYH� WR�
SURMHFWHG� FRQWULEXWLRQV� RI� DOO� SDUWLFLSDQWV�� DFWXDULDOO\� GHWHUPLQHG�� � 7KH� 'HSDUWPHQW¶V�
SURSRUWLRQ� RI� WKH� QHW� 23(%� OLDELOLW\�ZDV� EDVHG� RQ� DQ� DOORFDWLRQ� RI� WKH� 6WDWH¶V� QHW� 23(%�
OLDELOLW\�EDVHG�RQ�WKH�SURSRUWLRQDWH�VKDUH�RI�TXDOLILHG�SD\UROO���$W�-XQH����������DQG�������WKH�
'HSDUWPHQW¶V�SURSRUWLRQ�RI�WKH�6WDWH¶V�VKDUH�ZDV�������DQG��������UHVSHFWLYHO\��

7KHUH�ZHUH�QR�FKDQJHV�LQ�DVVXPSWLRQV�EHWZHHQ�WKH�PHDVXUHPHQW�GDWH��-XO\����������DQG�WKH�
UHSRUWLQJ� GDWH�� -XQH� ���� ������ WKDW� DUH� H[SHFWHG� WR� KDYH� D� VLJQLILFDQW� HIIHFW� RQ� WKH�
SURSRUWLRQDWH�VKDUH�RI�WKH�QHW�23(%�OLDELOLW\��
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LLL�� 23(%�/LDELOLWLHV��23(%�([SHQVH�� DQG�'HIHUUHG�2XWIORZV�RI�5HVRXUFHV�DQG�'HIHUUHG�
,QIORZV�RI�5HVRXUFHV�5HODWHG�WR�23(%��FRQWLQXHG�

)RU� WKH�\HDU�HQGHG�-XQH����������� WKH�'HSDUWPHQW�UHFRJQL]HG�23(%�H[SHQVH�RI������������
$W� -XQH����������� WKH� 'HSDUWPHQW� UHSRUWHG� GHIHUUHG� RXWIORZV� RI� UHVRXUFHV� DQG� GHIHUUHG�
LQIORZV�RI�UHVRXUFHV�UHODWHG�WR�23(%�IURP�WKH�IROORZLQJ�VRXUFHV��

'LIIHUHQFHV�EHWZHHQ�H[SHFWHG�DQG�DFWXDO�H[SHULHQFH ���������������������� ����������������������
&KDQJHV�LQ�DVVXPSWLRQV ����������������������� �
1HW�GLIIHUHQFH�EHWZHHQ�SURMHFWHG�DQG�DFWXDO�HDUQLQJV�
RQ�LQYHVWPHQWV ����������������������� �������

'HSDUWPHQW�FRQWULEXWLRQV�VXEVHTXHQW�WR�WKH�PHDVXUHPHQW�GDWH ���������������������� �

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

'HIHUUHG�2XWIORZV�
RI�5HVRXUFHV

'HIHUUHG�,QIORZV�
RI�5HVRXUFHV

7KH���������� UHSRUWHG�DV�GHIHUUHG�RXWIORZV�RI� UHVRXUFHV� UHODWHG� WR�23(%� UHVXOWLQJ� IURP�
'HSDUWPHQW� FRQWULEXWLRQV� VXEVHTXHQW� WR� WKH� PHDVXUHPHQW� GDWH� ZLOO� EH� UHFRJQL]HG� DV� D�
UHGXFWLRQ�RI�WKH�QHW�23(%�OLDELOLW\�LQ�WKH�ILVFDO�\HDU�HQGHG�-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��

)LVFDO�\HDU�HQGLQJ�-XQH�����
���� ����������������������
���� ��������
���� ��������
���� ��������
���� �������

����������������������
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LY�� $FWXDULDO�$VVXPSWLRQV

7KH� WRWDO�23(%� OLDELOLW\� LQ� WKH� -XO\� ��� ����� DFWXDULDO� YDOXDWLRQ�ZDV� GHWHUPLQHG� XVLQJ� WKH�
IROORZLQJ�DFWXDULDO�PHWKRGV�DQG�DVVXPSWLRQV�DGRSWHG�E\�WKH�(87)¶V�%RDUG�RI�7UXVWHHV�RQ�
-DQXDU\����������EDVHG�RQ�WKH�H[SHULHQFH�VWXG\�FRYHULQJ�WKH�ILYH�\HDU�SHULRG�-XQH����������DV�
FRQGXFWHG�IRU�WKH�(56��DSSOLHG�WR�DOO�SHULRGV�LQFOXGHG�LQ�WKH�PHDVXUHPHQW��XQOHVV�RWKHUZLVH�
VSHFLILHG��

$FWXDULDO�FRVW�PHWKRG (QWU\�DJH�QRUPDO
'LVFRXQW�UDWH �����
,QIODWLRQ �����
6DODU\�LQFUHDVHV ������WR�������LQFOXGLQJ�LQIODWLRQ
,QYHVWPHQW�UDWH�RI�UHWXUQ �������QHW�RI�LQYHVWPHQW�H[SHQVHV��LQFOXGLQJ�LQIODWLRQ
'HPRJUDSKLF�DVVXPSWLRQV %DVHG�RQ�WKH�H[SHULHQFH�VWXG\�FRYHULQJ�WKH�ILYH�\HDU�SHULRG�HQGHG�-XQH�����

������DV�FRQGXFWHG�IRU�WKH�(56
0RUWDOLW\ 6\VWHP�VSHFLILF�PRUWDOLW\�WDEOHV�XWLOL]LQJ�VFDOH�%%�WR�SURMHFW�JHQHUDWLRQDO�

PRUWDOLW\�LPSURYHPHQW
+HDOWKFDUH�WUHQG�UDWHV�
332 ,QLWLDO�UDWHV�RI��������GHFOLQLQJ�WR�D�UDWH�RI�������DIWHU����\HDUV�
+02 ,QLWLDO�UDWHV�RI��������GHFOLQLQJ�WR�D�UDWH�RI�������DIWHU����\HDUV�
3DUW�%�	�%0& ,QLWLDO�UDWHV�RI�������DQG�������GHFOLQLQJ�WR�D�UDWH�RI�������DIWHU����\HDUV�
'HQWDO ,QLWLDO�UDWHV�RI�������DQG�������IRU�ILUVW�WKUHH�\HDUV��IROORZHG�E\������
9LVLRQ ,QLWLDO�UDWHV�RI�������IRU�ILUVW�WKUHH�\HDUV��IROORZHG�E\������
/LIH�LQVXUDQFH �����
%OHQGHG�UDWHV�IRU�PHGLFDO�DQG�SUHVFULSWLRQ�GUXJ
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LY�� $FWXDULDO�$VVXPSWLRQV��FRQWLQXHG�

7KH� ORQJ�WHUP� H[SHFWHG� UDWH� RI� UHWXUQ� RQ� (87)¶V� LQYHVWPHQWV� ZDV� GHWHUPLQHG� XVLQJ� D�
EXLOGLQJ�EORFN�PHWKRG�LQ�ZKLFK�EHVW�HVWLPDWH�UDQJHV�RI�H[SHFWHG�IXWXUH�UHDO�UDWHV�RI�UHWXUQ�
�H[SHFWHG�UHWXUQV��QHW�RI�SHQVLRQ�SODQ�LQYHVWPHQW�H[SHQVH�DQG�LQIODWLRQ��DUH�GHYHORSHG�IRU�
HDFK�PDMRU�DVVHW�FODVV���7KHVH�UDQJHV�DUH�FRPELQHG�WR�SURGXFH�WKH�ORQJ�WHUP�H[SHFWHG�UDWH�
RI�UHWXUQ�E\�ZHLJKWLQJ�WKH�H[SHFWHG�IXWXUH�UHDO�UDWHV�RI�UHWXUQ�E\�WKH�WDUJHW�DVVHW�DOORFDWLRQ�
SHUFHQWDJH�DQG�E\�DGGLQJ�H[SHFWHG� LQIODWLRQ�� �7KH� WDUJHW� DOORFDWLRQ�DQG�EHVW�HVWLPDWHV�RI�
DULWKPHWLF� UHDO� UDWHV�RI� UHWXUQ� IRU�HDFK�PDMRU�DVVHW�FODVV�DUH�VXPPDUL]HG� LQ� WKH� IROORZLQJ�
WDEOH��

6WUDWHJLF�$OORFDWLRQ�
�ULVN�EDVHG�FODVVHV�

7DUJHW�
$OORFDWLRQ

/RQJ�WHUP�([SHFWHG�
*HRPHWULF�5DWH�RI�

5HWXUQ

8�6��HTXLW\ ������ �����
,QWHUQDWLRQDO�HTXLW\ ������ �����
8�6��PLFURFDS ����� �����
3ULYDWH�HTXLW\ ������ �����
3ULYDWH�FUHGLW ����� �����
$OWHUQDWLYH�ULVN�SUHPLD ����� �����
&RUH�UHDO�HVWDWH ������ �����
*OREDO�RSWLRQV ����� �����
&RUH�ERQGV ����� �����
/RQJ�WUHDVXULHV ����� �����
7UHQG�IROORZLQJ ����� �����
7,36 ����� �����

�������
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Y�� 6LQJOH�'LVFRXQW�5DWH

7KH�GLVFRXQW�UDWH�XVHG�WR�PHDVXUH�WKH�QHW�23(%�OLDELOLW\�ZDV��������EDVHG�RQ�WKH�H[SHFWHG�
UDWH� RI� UHWXUQ� RQ� WKH� 23(%� SODQ� LQYHVWPHQWV� RI� ������ DQG� WKH� PXQLFLSDO� ERQG� UDWH� RI�
������ �EDVHG� RQ� WKH� GDLO\� UDWH� FORVHVW� WR� EXW� QRW� ODWHU� WKDQ� WKH�PHDVXUHPHQW� GDWH� RI� WKH�
)LGHOLW\� ³���\HDU� 0XQLFLSDO� *2� $$� ,QGH[´��� � %HJLQQLQJ� ZLWK� WKH� ILVFDO� \HDU� �����
FRQWULEXWLRQ��WKH�6WDWH¶V�IXQGLQJ�SROLF\�LV�WR�SD\�WKH�UHFRPPHQGHG�DFWXDULDOO\�GHWHUPLQHG�
FRQWULEXWLRQ�� ZKLFK� LV� EDVHG� RQ� OD\HUHG�� FORVHG� DPRUWL]DWLRQ� SHULRGV�� � %DVHG� RQ� WKHVH�
DVVXPSWLRQV��WKH�23(%�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�ZDV�SURMHFWHG�WR�EH�DYDLODEOH�WR�PDNH�
DOO� SURMHFWHG� IXWXUH� EHQHILW� SD\PHQWV� RI� FXUUHQW� DFWLYH� DQG� LQDFWLYH� SODQ� PHPEHUV���
7KHUHIRUH��WKH�ORQJ�WHUP�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�23(%�SODQ�LQYHVWPHQWV�ZDV�DSSOLHG�WR�
DOO�SHULRGV�RI�SURMHFWHG�EHQHILW�SD\PHQWV�WR�GHWHUPLQH�WKH�WRWDO�23(%�OLDELOLW\���
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YL�� &KDQJHV�LQ�1HW�23(%�/LDELOLW\�

7KH�IROORZLQJ�WDEOH�UHSUHVHQWV�D�VFKHGXOH�RI�FKDQJHV�LQ�WKH�QHW�23(%�OLDELOLW\���7KH�HQGLQJ�
EDODQFHV�DUH�DV�RI�WKH�PHDVXUHPHQW�GDWH��-XO\����������

7RWDO�23(%�
/LDELOLW\�

3ODQ�)LGXFLDU\�
1HW�3RVLWLRQ�

�1HW�23(%�
/LDELOLW\�

%HJLQQLQJ�EDODQFH ������������������� ������������������� �������������������

6HUYLFH�FRVW �������������������� ��������������������� �������
,QWHUHVW�RQ�WKH�WRWDO�23(%�OLDELOLW\ �������������������� ��������������������� �������
&KDQJHV�RI�EHQHILW�WHUPV ��������������������� ��������������������� �
'LIIHUHQFH�EHWZHHQ�H[SHFWHG� �
DQG�DFWXDO�H[SHULHQFH ��������������������� ��������������������� ���������

&KDQJHV�RI�DVVXPSWLRQV ��������������������� ��������������������� ������
(PSOR\HU�FRQWULEXWLRQV ��������������������� �������������������� ���������
1HW�LQYHVWPHQW�LQFRPH ��������������������� ��������������������� ��������
%HQHILW�SD\PHQWV ��������������������� ��������������������� �
$GPLQLVWUDWLYH�H[SHQVH ��������������������� ����������������������� ���
2WKHU ��������������������� ��������������������� �

1HW�FKDQJHV �������������������� �������������������� ������

(QGLQJ�EDODQFH ������������������� ������������������� �������������������
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YLL��6HQVLWLYLW\� RI� WKH� 'HSDUWPHQW¶V� 3URSRUWLRQDWH� 6KDUH� RI� WKH� 1HW� 23(%� /LDELOLW\� WR�
&KDQJHV�LQ�WKH�'LVFRXQW�5DWH�

7KH� IROORZLQJ� SUHVHQWV� WKH� 'HSDUWPHQW¶V� SURSRUWLRQDWH� VKDUH� RI� WKH� QHW� 23(%� OLDELOLW\�
FDOFXODWHG�XVLQJ�WKH�GLVFRXQW�UDWH�RI��������DV�ZHOO�DV�ZKDW�WKH�'HSDUWPHQW¶V�SURSRUWLRQDWH�
VKDUH�RI�WKH�QHW�23(%�OLDELOLW\�ZRXOG�EH�LI�LW�ZHUH�FDOFXODWHG�XVLQJ�D�GLVFRXQW�UDWH�WKDW�LV�
RQH� SHUFHQWDJH� SRLQW� ORZHU� �������� RU� RQH� SHUFHQWDJH� SRLQW� KLJKHU� �������� WKDQ� WKH�
FXUUHQW�UDWH��

���'HFUHDVH�
��������

'LVFRXQW�5DWH�
��������

����,QFUHDVH�
��������

'HSDUWPHQW
V�SURSRUWLRQDWH�VKDUH
RI�WKH�QHW�23(%�OLDELOLW\ ������������������� ������������������� �������������������

YLLL��6HQVLWLYLW\� RI� WKH� 'HSDUWPHQW¶V� 3URSRUWLRQDWH� 6KDUH� RI� WKH� 1HW� 23(%� /LDELOLW\� WR�
&KDQJHV�LQ�WKH�+HDOWKFDUH�&RVW�7UHQG�5DWH�

7KH� IROORZLQJ� SUHVHQWV� WKH� 'HSDUWPHQW¶V� SURSRUWLRQDWH� VKDUH� RI� WKH� QHW� 23(%� OLDELOLW\�
FDOFXODWHG� XVLQJ� FXUUHQW� KHDOWKFDUH� FRVW� WUHQG� UDWHV�� DV� ZHOO� DV� ZKDW� WKH� 'HSDUWPHQW¶V�
SURSRUWLRQDWH� VKDUH� RI� WKH� QHW� 23(%� OLDELOLW\� ZRXOG� EH� LI� LW� ZHUH� FDOFXODWHG� XVLQJ� D�
KHDOWKFDUH�FRVW�WUHQG�UDWH�WKDW�LV�RQH�SHUFHQWDJH�SRLQW�ORZHU�RU�RQH�SHUFHQWDJH�SRLQW�KLJKHU�
WKDQ�WKH�FXUUHQW�UDWH��

����'HFUHDVH��

�&XUUHQW�
+HDOWKDUH�&RVW�
7UHQG�5DWH� ����,QFUHDVH��

'HSDUWPHQW
V�SURSRUWLRQDWH�VKDUH
RI�WKH�QHW�23(%�OLDELOLW\ ������������������� ������������������� �������������������
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L[�� 23(%�3ODQ�)LGXFLDU\�1HW�3RVLWLRQ�

7KH�23(%�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ�LV�GHWHUPLQHG�RQ�WKH�VDPH�EDVLV�XVHG�E\�WKH�23(%�
SODQ���7KH�(87)¶V�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�XVLQJ�WKH�DFFUXDO�EDVLV�RI�DFFRXQWLQJ�
XQGHU� ZKLFK� UHYHQXHV� DUH� UHFRUGHG� ZKHQ� HDUQHG� DQG� H[SHQVHV� DUH� UHFRUGHG� DW� WKH� WLPH�
OLDELOLWLHV�DUH� LQFXUUHG�� �(PSOR\HU�FRQWULEXWLRQV�DUH�UHFRJQL]HG�LQ� WKH�SHULRG�LQ�ZKLFK�WKH�
FRQWULEXWLRQV� DUH� GXH�� � %HQHILWV� DQG� UHIXQGV� DUH� UHFRJQL]HG� ZKHQ� GXH� DQG� SD\DEOH� LQ�
DFFRUGDQFH�ZLWK�WKH�WHUPV�RI�WKH�SODQ���,QYHVWPHQW�SXUFKDVHV�DQG�VDOHV�DUH�UHFRUGHG�DV�RI�
WKHLU�WUDGH�GDWH���$GPLQLVWUDWLYH�H[SHQVHV�DUH�ILQDQFHG�H[FOXVLYHO\�ZLWK�LQYHVWPHQW�LQFRPH��

7KHUH�ZHUH�QR�VLJQLILFDQW�FKDQJHV�DIWHU�WKH�UHSRUW�PHDVXUHPHQW�GDWH���'HWDLOHG�LQIRUPDWLRQ�
DERXW� WKH�SHQVLRQ�SODQ¶V�ILGXFLDU\�QHW�SRVLWLRQ� LV�DYDLODEOH� LQ� WKH�VHSDUDWHO\� LVVXHG�(87)�
ILQDQFLDO� UHSRUW�� � (87)¶V� FRPSOHWH� ILQDQFLDO� VWDWHPHQWV� DUH� DYDLODEOH� DW�
KWWS���HXWI�KDZDLL�JRY��

[�� 5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ�DQG�'LVFORVXUHV�

7KH� 6WDWH¶V� &$)5� LQFOXGHV� WKH� UHTXLUHG� IRRWQRWH� GLVFORVXUHV� DQG� VXSSOHPHQWDU\�
LQIRUPDWLRQ�RQ�WKH�6WDWH¶V�23(%�SODQ��

���� &RPPLWPHQWV�DQG�&RQWLQJHQFLHV�

D�� 2SHUDWLQJ�/HDVHV�

7KH� 'HSDUWPHQW� OHDVHV� YDULRXV� RIILFH� IDFLOLWLHV� DQG� HTXLSPHQW� WKURXJK� ILVFDO� \HDU� ����� RQ� D�
ORQJ�WHUP� EDVLV� DV� SURYLGHG� IRU� LQ� WKH� OHDVH� DJUHHPHQWV�� � 7KH� IROORZLQJ� LV� D� VFKHGXOH� RI�
PLQLPXP�IXWXUH�UHQW�SD\PHQWV�RQ�QRQFDQFHODEOH�RSHUDWLQJ�OHDVHV�DW�-XQH�����������

<HDU�HQGLQJ�-XQH����� $PRXQW

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

�������������������
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7KH�6WDWH�PDLQWDLQV�FHUWDLQ�LQVXUDQFH�FRYHUDJH�WR�VDWLVI\�ERQG�LQGHQWXUH�DJUHHPHQWV�DV�ZHOO�DV�
IRU� RWKHU� SXUSRVHV�� EXW� LV� VXEVWDQWLDOO\� VHOI�LQVXUHG� IRU� DOO� RWKHU� SHULOV� LQFOXGLQJ� ZRUNHUV¶�
FRPSHQVDWLRQ�� �7KH� 6WDWH� UHFRUGV� D� OLDELOLW\� IRU� ULVN� ILQDQFLQJ� DQG� LQVXUDQFH� UHODWHG� ORVVHV��
LQFOXGLQJ� LQFXUUHG� EXW� QRW� UHSRUWHG�� LI� LW� LV� GHWHUPLQHG� WKDW� D� ORVV� KDV� EHHQ� LQFXUUHG� DQG� WKH�
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/RVVHV��LI�DQ\��DUH�HLWKHU�FRYHUHG�E\�LQVXUDQFH�RU�ZLOO�EH�SDLG�IURP�OHJLVODWLYH�DSSURSULDWLRQV�RI�
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:DWHU�3ROOXWLRQ�&RQWURO�6WDWH��,QWHUVWDWH��DQG�7ULEDO�3URJUDP

6XSSRUW ������������� ������ ����������������� ���������

6WDWH�3XEOLF�:DWHU�6\VWHP�6XSHUYLVLRQ ��� ������ ����������������� �������

:DWHU�4XDOLW\�0DQDJHPHQW�3ODQQLQJ YDULRXV ������ ����������������� ������

&DSLWDOL]DWLRQ�*UDQWV�IRU�&OHDQ�:DWHU�6WDWH�5HYROYLQJ�)XQGV YDULRXV ������  ������������� ����������

1RQSRLQW�6RXUFH�,PSOHPHQWDWLRQ�*UDQWV YDULRXV ������ ����������������� ���������

&DSLWDOL]DWLRQ�*UDQWV�IRU�'ULQNLQJ�:DWHU�6WDWH�5HYROYLQJ�)XQGV YDULRXV ������  �������������� ���������

%HDFK�0RQLWRULQJ�DQG�1RWLILFDWLRQ�3URJUDP�,PSOHPHQWDWLRQ�*UDQWV ���� ������ ����������������� �������

(QYLURQPHQWDO�,QIRUPDWLRQ�([FKDQJH�1HWZRUN�*UDQW�3URJUDP

DQG�5HODWHG�$VVLVWDQFH ��� ������ ����������������� �������

7R[LF�6XEVWDQFHV�&RPSOLDQFH�0RQLWRULQJ�&RRSHUDWLYH�

$JUHHPHQWV ��� ������ ����������������� �����

76&$�7LWOH�,9�6WDWH�/HDG�*UDQWV�&HUWLILFDWLRQ�RI�/HDG�%DVHG

3DLQW�3URIHVVLRQDOV ��� ������ ����������������� �������

+D]DUGRXV�:DVWH�0DQDJHPHQW�6WDWH�3URJUDP�6XSSRUW ��� ������ ����������������� �������

 'HQRWHV�0DMRU�)HGHUDO�3URJUDP

([SHQGLWXUHV)HGHUDO�*UDQWRU�3DVV�WKURXJK�*UDQWRU�3URJUDP�RU�&OXVWHU�7LWOH 6XEUHFLSLHQWV

7RWDO3DVVHG

)HGHUDOWKURXJK�WR�

��



'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL

6&+('8/(�2)�(;3(1',785(6�2)�)('(5$/�$:$5'6
)LVFDO�<HDU�(QGHG�-XQH���������

3URMHFW )HGHUDO�&)'$

1XPEHU 1XPEHU

(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\��&RQWLQXHG�

6XSHUIXQG�6WDWH��3ROLWLFDO�6XEGLYLVLRQ��DQG�,QGLDQ�7ULEH�6LWH�

6SHFLILF�&RRSHUDWLYH�$JUHHPHQWV ��� ������ � ����������������� � �������

8QGHUJURXQG�6WRUDJH�7DQNV�3UHYHQWLRQ��'HWHFWLRQ�DQG

&RPSOLDQFH�3URJUDP ��� ������ ����������������� �������

/HDNLQJ�8QGHUJURXQG�6WRUDJH�7DQN�7UXVW�)XQG�&RUUHFWLYH�$FWLRQ

3URJUDP ��� ������ ����������������� �������

6WDWH�DQG�7ULEDO�5HVSRQVH�3URJUDP�*UDQWV ��� ������ ����������������� ���������

7RWDO�(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\�3URJUDPV ������������� ����������

'HSDUWPHQW�RI�(GXFDWLRQ

'LUHFW�3URJUDP��

6SHFLDO�(GXFDWLRQ���*UDQWV�IRU�,QIDQWV�DQG�)DPLOLHV ��� ������ ��������������� ���������

7RWDO�'HSDUWPHQW�RI�(GXFDWLRQ�3URJUDPV ��������������� ���������

'HSDUWPHQW�RI�'HIHQVH

'LUHFW�3URJUDP��

6WDWH�0HPRUDQGXP�RI�$JUHHPHQW�3URJUDP�IRU�WKH

5HLPEXUVHPHQW�RI�7HFKQLFDO�6HUYLFHV ��� ������ ����������������� �������

7RWDO�'HSDUWPHQW�RI�'HIHQVH�3URJUDPV ����������������� �������

'HSDUWPHQW�RI�7UDQVSRUWDWLRQ

'LUHFW�3URJUDP��

,QWHUDJHQF\�+D]DUGRXV�0DWHULDOV�3XEOLF�6HFWRU�7UDLQLQJ�DQG

3ODQQLQJ�*UDQWV ��� ������ ����������������� ������

7RWDO�'HSDUWPHQW�RI�7UDQVSRUWDWLRQ�3URJUDPV ����������������� ������

7RWDO�([SHQGLWXUHV�RI�)HGHUDO�$ZDUGV � ������������� � �����������

 'HQRWHV�0DMRU�)HGHUDO�3URJUDP

)HGHUDO�*UDQWRU�3DVV�WKURXJK�*UDQWRU�3URJUDP�RU�&OXVWHU�7LWOH ([SHQGLWXUHV

)HGHUDOWKURXJK�WR�

6XEUHFLSLHQWV

3DVVHG 7RWDO

��



��

'HSDUWPHQW�RI�+HDOWK
6WDWH�RI�+DZDLL�

1RWHV�WR�6FKHGXOH�RI�([SHQGLWXUHV�RI�)HGHUDO�$ZDUGV
)LVFDO�<HDU�(QGHG�-XQH����������

��� %DVLV�RI�3UHVHQWDWLRQ�

7KH�DFFRPSDQ\LQJ�VFKHGXOH�RI�H[SHQGLWXUHV�RI�IHGHUDO�DZDUGV��WKH�6FKHGXOH��LQFOXGHV�WKH�IHGHUDO�
JUDQW� DFWLYLW\�RI� WKH�6WDWH�RI�+DZDLL��'HSDUWPHQW�RI�+HDOWK� �WKH�'HSDUWPHQW��XQGHU�SURJUDPV�RI�
WKH�IHGHUDO�JRYHUQPHQW�IRU� WKH�ILVFDO�\HDU�HQGHG�-XQH������������7KH�LQIRUPDWLRQ�LQ�WKLV�6FKHGXOH�
LV�SUHVHQWHG�LQ�DFFRUGDQFH�ZLWK�WKH�UHTXLUHPHQWV�RI�7LWOH���8�6��&RGH�RI�)HGHUDO�5HJXODWLRQV�3DUW�
�����8QLIRUP�$GPLQLVWUDWLYH�5HTXLUHPHQWV��&RVW�3ULQFLSOHV��DQG�$XGLW�5HTXLUHPHQWV�IRU�)HGHUDO�
$ZDUGV� �8QLIRUP� *XLGDQFH��� %HFDXVH� WKH� 6FKHGXOH� SUHVHQWV� RQO\� D� VHOHFWHG� SRUWLRQ� RI� WKH�
RSHUDWLRQV� RI� WKH� 'HSDUWPHQW�� LW� LV� QRW� LQWHQGHG�WR� DQG�GRHV�QRW�SUHVHQW� WKH� ILQDQFLDO�SRVLWLRQ��
FKDQJH�LQ�QHW�SRVLWLRQ��RU�FDVK�IORZV�RI�WKH�'HSDUWPHQW��

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

([SHQGLWXUHV� UHSRUWHG� RQ� WKH� 6FKHGXOH� DUH� UHSRUWHG� RQ� WKH� FDVK� EDVLV� RI� DFFRXQWLQJ�ZKLFK� LV� D�
FRPSUHKHQVLYH� EDVLV� RI� DFFRXQWLQJ� RWKHU� WKDQ� DFFRXQWLQJ� SULQFLSOHV� JHQHUDOO\� DFFHSWHG� LQ� WKH�
8QLWHG�6WDWHV�RI�$PHULFD���

��� /RDQV�2XWVWDQGLQJ�

7KH�'HSDUWPHQW�KDG�WKH�IROORZLQJ�ORDQ�EDODQFHV�RXWVWDQGLQJ�DW�-XQH������������/RDQV�PDGH�GXULQJ�
WKH� \HDU� DUH� LQFOXGHG� LQ� WKH� IHGHUDO� H[SHQGLWXUHV� SUHVHQWHG� LQ� WKH� VFKHGXOH� RI� H[SHQGLWXUHV�RI�
IHGHUDO�DZDUGV��

3URJUDP�7LWOH
&)'$�
1XPEHU�

$PRXQW�
2XWVWDQGLQJ

&DSLWDOL]DWLRQ�*UDQWV�IRU�&OHDQ�:DWHU�6WDWH�5HYROYLQJ�)XQGV� ������� ���������������

&DSLWDOL]DWLRQ�*UDQWV�IRU�'ULQNLQJ�:DWHU�6WDWH�5HYROYLQJ�)XQGV� ������� ��������������

��� 1RQFDVK�$ZDUGV�

7KH� 'HSDUWPHQW� DOVR� UHFHLYHV� QRQFDVK� DZDUGV� IRU� WKH� ,PPXQL]DWLRQ� &RRSHUDWLYH� $JUHHPHQWV�
3URJUDP�� � 7KH� 'HSDUWPHQW� H[SHQGHG� DSSUR[LPDWHO\� ������������ LQ� YDFFLQHV� IRU� WKH�
,PPXQL]DWLRQ� &RRSHUDWLYH�$JUHHPHQWV�3URJUDP� IRU� WKH� ILVFDO� \HDU� HQGHG�-XQH�����������

��� ,QGLUHFW�&RVW�5DWH�

7KH�'HSDUWPHQW�KDV�HOHFWHG�QRW�WR�XVH�WKH����SHUFHQW�GH�PLQLPXV�LQGLUHFW�FRVW�UDWH�DOORZHG�XQGHU�
WKH�8QLIRUP�*XLGDQFH��
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$�+DZDLL�/LPLWHG�/LDELOLW\�3DUWQHUVKLS�

���
�����%LVKRS�6WUHHW� �6XLWH������ �+RQROXOX��+,�������� �7HOHSKRQH��������������� �)D[���������������� �ZZZ�NPKOOS�FRP�

5HSRUW�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ�DQG�RQ�&RPSOLDQFH�DQG��
2WKHU�0DWWHUV�%DVHG�RQ�DQ�$XGLW�RI�)LQDQFLDO�6WDWHPHQWV�3HUIRUPHG��

LQ�$FFRUGDQFH�:LWK�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV�

,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�

2IILFH�RI�WKH�$XGLWRU�
6WDWH�RI�+DZDLL�

:H� KDYH� DXGLWHG�� 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�� WKH� ILQDQFLDO� VWDWHPHQWV� RI� WKH� JRYHUQPHQWDO�
DFWLYLWLHV�� WKH�EXVLQHVV�W\SH�DFWLYLWLHV�� HDFK�PDMRU� IXQG��DQG� WKH�DJJUHJDWH� UHPDLQLQJ� IXQG� LQIRUPDWLRQ�RI�
WKH� 6WDWH� RI� +DZDLL�� 'HSDUWPHQW� RI� +HDOWK� �'HSDUWPHQW��� DV� RI� DQG� IRU� WKH� ILVFDO� \HDU� HQGHG� �
-XQH� ���� ������ DQG� WKH� UHODWHG� QRWHV� WR� WKH� ILQDQFLDO� VWDWHPHQWV�� ZKLFK� FROOHFWLYHO\� FRPSULVH� WKH�
'HSDUWPHQW¶V�EDVLF�ILQDQFLDO�VWDWHPHQWV��DQG�KDYH�LVVXHG�RXU�UHSRUW�WKHUHRQ�GDWHG�0DUFK�����������

,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ

,Q�SODQQLQJ�DQG�SHUIRUPLQJ�RXU�DXGLW�RI�WKH�ILQDQFLDO�VWDWHPHQWV��ZH�FRQVLGHUHG�WKH�'HSDUWPHQW¶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�'HSDUWPHQW¶V� LQWHUQDO�FRQWURO�� �$FFRUGLQJO\��
ZH�GR�QRW�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�'HSDUWPHQW¶V�LQWHUQDO�FRQWURO��

2XU�FRQVLGHUDWLRQ�RI�LQWHUQDO�FRQWURO�ZDV�IRU�WKH�OLPLWHG�SXUSRVH�GHVFULEHG�LQ�WKH�SUHFHGLQJ�SDUDJUDSK� DQG�
ZDV� QRW� GHVLJQHG� WR� LGHQWLI\� DOO� GHILFLHQFLHV� LQ� LQWHUQDO�FRQWURO� WKDW�PLJKW�EH�PDWHULDO�ZHDNQHVVHV�RU�
VLJQLILFDQW�GHILFLHQFLHV� DQG� WKHUHIRUH��PDWHULDO�ZHDNQHVVHV�RU� VLJQLILFDQW�GHILFLHQFLHV�PD\�H[LVW� WKDW�ZHUH�
QRW�LGHQWLILHG���+RZHYHU��DV�GHVFULEHG�LQ�WKH�DFFRPSDQ\LQJ�VFKHGXOH�RI�ILQGLQJV�DQG�TXHVWLRQHG�FRVWV��
ZH� LGHQWLILHG� FHUWDLQ�GHILFLHQFLHV� LQ� LQWHUQDO� FRQWURO� WKDW�ZH� FRQVLGHU� WR�EH�PDWHULDO�ZHDNQHVVHV� DQG�
VLJQLILFDQW�GHILFLHQFLHV��

$� GHILFLHQF\� LQ� LQWHUQDO� FRQWURO� H[LVWV� ZKHQ� WKH� GHVLJQ� RU� RSHUDWLRQ� RI� D� FRQWURO� GRHV� QRW� DOORZ�
PDQDJHPHQW� RU� HPSOR\HHV�� LQ� WKH� QRUPDO� FRXUVH� RI� SHUIRUPLQJ� WKHLU� DVVLJQHG� IXQFWLRQV�� WR� SUHYHQW�� RU�
GHWHFW�DQG�FRUUHFW��PLVVWDWHPHQWV�RQ�D�WLPHO\�EDVLV���$�PDWHULDO�ZHDNQHVV�LV�D�GHILFLHQF\��RU�D�FRPELQDWLRQ�
RI�GHILFLHQFLHV��LQ�LQWHUQDO�FRQWURO�VXFK�WKDW�WKHUH�LV�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�D�PDWHULDO�PLVVWDWHPHQW�RI�
WKH� HQWLW\¶V� ILQDQFLDO� VWDWHPHQWV�ZLOO� QRW� EH�SUHYHQWHG�� RU� GHWHFWHG� DQG� FRUUHFWHG�RQ� D� WLPHO\� EDVLV�� �:H�
FRQVLGHU� WKH� GHILFLHQF\� GHVFULEHG� LQ� WKH� DFFRPSDQ\LQJ� VFKHGXOH� RI� ILQGLQJV� DQG� TXHVWLRQHG� FRVWV� DV�
)LQGLQJ�1R�����������WR�EH�D�PDWHULDO�ZHDNQHVV��



���

$� 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���
:H� FRQVLGHU� WKH� GHILFLHQF\� GHVFULEHG� LQ� WKH� DFFRPSDQ\LQJ� VFKHGXOH� RI� ILQGLQJV� DQG� TXHVWLRQV� FRVWV� DV�
)LQGLQJ�1R�����������WR�EH�D�VLJQLILFDQW�GHILFLHQF\��

&RPSOLDQFH�DQG�2WKHU�0DWWHUV

$V� SDUW� RI� REWDLQLQJ� UHDVRQDEOH� DVVXUDQFH� DERXW� ZKHWKHU� WKH�'HSDUWPHQW¶V� ILQDQFLDO� VWDWHPHQWV� DUH� IUHH�
IURP� PDWHULDO� PLVVWDWHPHQW�� ZH� SHUIRUPHG� WHVWV� RI� LWV� FRPSOLDQFH� ZLWK� FHUWDLQ� SURYLVLRQV� RI� ODZV��
UHJXODWLRQV�� FRQWUDFWV� DQG�JUDQW� DJUHHPHQWV�� QRQFRPSOLDQFH�ZLWK�ZKLFK� FRXOG�KDYH�D�GLUHFW� DQG�PDWHULDO�
HIIHFW�RQ�WKH�GHWHUPLQDWLRQ�RI�ILQDQFLDO�VWDWHPHQW�DPRXQWV���+RZHYHU��SURYLGLQJ�DQ�RSLQLRQ�RQ�FRPSOLDQFH�
ZLWK� WKRVH�SURYLVLRQV�ZDV� QRW� DQ� REMHFWLYH� RI� RXU� DXGLW�� DQG� DFFRUGLQJO\�� ZH� GR� QRW� H[SUHVV� VXFK� DQ�
RSLQLRQ���7KH�UHVXOWV�RI�RXU�WHVWV�GLVFORVHG�QR�LQVWDQFHV�RI�QRQFRPSOLDQFH�RU�RWKHU�PDWWHUV�WKDW�DUH�UHTXLUHG�
WR�EH�UHSRUWHG�XQGHU�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV��

'HSDUWPHQW¶V�5HVSRQVH�WR�)LQGLQJV

7KH� 'HSDUWPHQW¶V� UHVSRQVH� WR� WKH� ILQGLQJV� LGHQWLILHG� LQ� RXU� DXGLW� LV� GHVFULEHG� LQ� WKH� DFFRPSDQ\LQJ�
FRUUHFWLYH� DFWLRQ� SODQ���7KH� 'HSDUWPHQW¶V� UHVSRQVH� ZDV� QRW� VXEMHFWHG� WR�WKH�DXGLWLQJ�SURFHGXUHV�DSSOLHG�
LQ�WKH�DXGLW�RI�WKH�ILQDQFLDO�VWDWHPHQWV�DQG��DFFRUGLQJO\��ZH�H[SUHVV�QR�RSLQLRQ�RQ�LW��

3XUSRVH�RI�WKLV�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��

.0+�//3�

+RQROXOX��+DZDLL�
0DUFK����������
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$�+DZDLL�/LPLWHG�/LDELOLW\�3DUWQHUVKLS�

���
�����%LVKRS�6WUHHW� �6XLWH������ �+RQROXOX��+,�������� �7HOHSKRQH��������������� �)D[���������������� �ZZZ�NPKOOS�FRP�

5HSRUW�RQ�&RPSOLDQFH�IRU�(DFK�0DMRU�)HGHUDO�3URJUDP�DQG�RQ�,QWHUQDO�
&RQWURO�RYHU�&RPSOLDQFH�5HTXLUHG�E\�8QLIRUP�*XLGDQFH�

,QGHSHQGHQW�$XGLWRU¶V�5HSRUW�

2IILFH�RI�WKH�$XGLWRU�
6WDWH�RI�+DZDLL�

5HSRUW�RQ�&RPSOLDQFH�IRU�(DFK�0DMRU�)HGHUDO�3URJUDP

:H�KDYH�DXGLWHG�WKH�6WDWH�RI�+DZDLL��'HSDUWPHQW�RI�+HDOWK¶V��'HSDUWPHQW¶V��FRPSOLDQFH�ZLWK�WKH�W\SHV�RI�
FRPSOLDQFH� UHTXLUHPHQWV� GHVFULEHG� LQ� WKH�20%� &RPSOLDQFH� 6XSSOHPHQW� WKDW� FRXOG� KDYH� D� GLUHFW� DQG�
PDWHULDO� HIIHFW� RQ� HDFK� RI� WKH� 'HSDUWPHQW¶V� PDMRU� IHGHUDO� SURJUDPV� IRU� WKH� ILVFDO� \HDU� HQGHG�
-XQH������������7KH�'HSDUWPHQW¶V�PDMRU�IHGHUDO�SURJUDPV�DUH�LGHQWLILHG�LQ�WKH�VXPPDU\�RI�DXGLWRU¶V�UHVXOWV�
VHFWLRQ�RI�WKH�DFFRPSDQ\LQJ�VFKHGXOH�RI�ILQGLQJV�DQG�TXHVWLRQHG�FRVWV��

0DQDJHPHQW¶V�5HVSRQVLELOLW\

0DQDJHPHQW� LV� UHVSRQVLEOH� IRU� FRPSOLDQFH� ZLWK� IHGHUDO� VWDWXWHV�� UHJXODWLRQV�� DQG� WKH� WHUPV� DQG�
FRQGLWLRQV�RI�LWV�IHGHUDO�DZDUGV�DSSOLFDEOH�WR�LWV�IHGHUDO�SURJUDPV��

$XGLWRU¶V�5HVSRQVLELOLW\

2XU� UHVSRQVLELOLW\� LV� WR� H[SUHVV� DQ� RSLQLRQ� RQ� FRPSOLDQFH� IRU� HDFK� RI� WKH� 'HSDUWPHQW¶V� PDMRU� IHGHUDO�
SURJUDPV�EDVHG�RQ�RXU�DXGLW�RI�WKH�W\SHV�RI�FRPSOLDQFH�UHTXLUHPHQWV�UHIHUUHG�WR�DERYH���:H�FRQGXFWHG�RXU�
DXGLW� RI� FRPSOLDQFH� LQ� DFFRUGDQFH� ZLWK� DXGLWLQJ� VWDQGDUGV� JHQHUDOO\� DFFHSWHG� LQ� WKH� 8QLWHG� 6WDWHV� RI�
$PHULFD��WKH�VWDQGDUGV�DSSOLFDEOH�WR�ILQDQFLDO�DXGLWV�FRQWDLQHG�LQ�*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV�� LVVXHG�
E\�WKH�&RPSWUROOHU�*HQHUDO�RI�WKH�8QLWHG�6WDWHV��DQG�WKH�DXGLW�UHTXLUHPHQWV�RI�7LWOH���8�6��&RGH�RI�)HGHUDO�
5HJXODWLRQV�3DUW������8QLIRUP�$GPLQLVWUDWLYH�5HTXLUHPHQWV��&RVW�3ULQFLSOHV��DQG�$XGLW�5HTXLUHPHQWV�IRU�
)HGHUDO�$ZDUGV��8QLIRUP�*XLGDQFH����7KRVH�VWDQGDUGV�DQG�WKH�8QLIRUP�*XLGDQFH� UHTXLUH� WKDW� ZH� SODQ�
DQG� SHUIRUP� WKH� DXGLW� WR� REWDLQ� UHDVRQDEOH� DVVXUDQFH�DERXW� ZKHWKHU� QRQFRPSOLDQFH� ZLWK� WKH� W\SHV�
RI� FRPSOLDQFH� UHTXLUHPHQWV� UHIHUUHG� WR�DERYH� WKDW� FRXOG� KDYH� D� GLUHFW� DQG�PDWHULDO� HIIHFW� RQ� D�PDMRU�
IHGHUDO� SURJUDP� RFFXUUHG���$Q�DXGLW�LQFOXGHV�H[DPLQLQJ��RQ�D�WHVW�EDVLV��HYLGHQFH�DERXW�WKH�'HSDUWPHQW¶V�
FRPSOLDQFH�ZLWK� WKRVH�UHTXLUHPHQWV�DQG�SHUIRUPLQJ�VXFK�RWKHU�SURFHGXUHV�DV�ZH�FRQVLGHUHG�QHFHVVDU\�LQ�
WKH�FLUFXPVWDQFHV��



���

:H� EHOLHYH� WKDW� RXU� DXGLW� SURYLGHV� D� UHDVRQDEOH� EDVLV� IRU� RXU� TXDOLILHG� DQG� XQPRGLILHG� RSLQLRQV� RQ�
FRPSOLDQFH�IRU�PDMRU�IHGHUDO�SURJUDPV���+RZHYHU��RXU�DXGLW�GRHV�QRW�SURYLGH�D�OHJDO�GHWHUPLQDWLRQ�RI�WKH�
'HSDUWPHQW¶V�FRPSOLDQFH��

%DVLV�IRU�4XDOLILHG�2SLQLRQ�RQ�0DMRU�)HGHUDO�3URJUDPV�LQ�WKH�7DEOH�%HORZ

$V� GHVFULEHG� LQ� WKH� DFFRPSDQ\LQJ� VFKHGXOH� RI� ILQGLQJV� DQG� TXHVWLRQHG� FRVWV�� WKH� 'HSDUWPHQW� GLG� QRW�
FRPSO\�ZLWK�UHTXLUHPHQWV�UHJDUGLQJ��

&)'$�
1XPEHU 1DPH�RI�)HGHUDO�3URJUDP

&RPSOLDQFH
5HTXLUHPHQW 5HI��1R�

������� ,PPXQL]DWLRQ�&RRSHUDWLYH�$JUHHPHQWV�

&DVK�0DQDJHPHQW� ���������
�������

6WDWH�DQG�/RFDO�3XEOLF�+HDOWK�$FWLRQV�WR�3UHYHQW�
2EHVLW\��'LDEHWHV��+HDUW�'LVHDVH�DQG�6WURNH�

�������
%ORFN�*UDQWV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�
6XEVWDQFH�$EXVH�

&RPSOLDQFH�ZLWK� VXFK� UHTXLUHPHQWV� LV� QHFHVVDU\�� LQ�RXU�RSLQLRQ�� IRU� WKH�'HSDUWPHQW� WR� FRPSO\�ZLWK�WKH�
UHTXLUHPHQWV�DSSOLFDEOH�WR�WKDW�SURJUDP��

4XDOLILHG�2SLQLRQ�RQ�WKH�0DMRU�)HGHUDO�3URJUDPV�LQ�WKH�7DEOH�$ERYH

,Q�RXU�RSLQLRQ��H[FHSW�IRU� WKH�QRQFRPSOLDQFH�GHVFULEHG�LQ�WKH�%DVLV�IRU�4XDOLILHG�2SLQLRQ�SDUDJUDSK�� WKH�
'HSDUWPHQW�FRPSOLHG��LQ�DOO�PDWHULDO�UHVSHFWV��ZLWK�WKH�W\SHV�RI�FRPSOLDQFH�UHTXLUHPHQWV�UHIHUUHG�WR�DERYH�
WKDW� FRXOG� KDYH� D� GLUHFW� DQG� PDWHULDO� HIIHFW� RQ� WKH� PDMRU� IHGHUDO� SURJUDPV� LGHQWLILHG� LQ� WKH� %DVLV� IRU�
4XDOLILHG�2SLQLRQ�SDUDJUDSK�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������

8QPRGLILHG�2SLQLRQ�RQ�(DFK�RI�WKH�2WKHU�0DMRU�)HGHUDO�3URJUDPV

,Q� RXU� RSLQLRQ�� WKH� 'HSDUWPHQW� FRPSOLHG�� LQ� DOO� PDWHULDO� UHVSHFWV�� ZLWK� WKH� W\SHV� RI� FRPSOLDQFH�
UHTXLUHPHQWV�UHIHUUHG�WR�DERYH�WKDW�FRXOG�KDYH�D�GLUHFW�DQG�PDWHULDO�HIIHFW�RQ�HDFK�RI�LWV�RWKHU�PDMRU�IHGHUDO�
SURJUDPV�LGHQWLILHG�LQ�WKH�VXPPDU\�RI�DXGLWRU¶V�UHVXOWV�VHFWLRQ�RI�WKH�DFFRPSDQ\LQJ�VFKHGXOH�RI�ILQGLQJV�
DQG�TXHVWLRQHG�FRVWV�IRU�WKH�ILVFDO�\HDU�HQGHG�-XQH�����������



���

2WKHU�0DWWHUV

7KH� 'HSDUWPHQW¶V� UHVSRQVH� WR� WKH� QRQFRPSOLDQFH� ILQGLQJV� LGHQWLILHG� LQ� RXU� DXGLW� DUH� GHVFULEHG� LQ� WKH�
DFFRPSDQ\LQJ� FRUUHFWLYH� DFWLRQ� SODQ�� � 7KH� 'HSDUWPHQW¶V� UHVSRQVH� ZDV� QRW� VXEMHFWHG� WR� WKH� DXGLWLQJ�
SURFHGXUHV�DSSOLHG�LQ�WKH�DXGLW�RI�FRPSOLDQFH�DQG��DFFRUGLQJO\��ZH�H[SUHVV�QR�RSLQLRQ�RQ�WKH�UHVSRQVH��

5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�&RPSOLDQFH

0DQDJHPHQW� RI� WKH�'HSDUWPHQW� LV� UHVSRQVLEOH� IRU� HVWDEOLVKLQJ� DQG�PDLQWDLQLQJ� HIIHFWLYH� LQWHUQDO� FRQWURO�
RYHU�FRPSOLDQFH�ZLWK�WKH�W\SHV�RI�FRPSOLDQFH�UHTXLUHPHQWV�UHIHUUHG�WR�DERYH���,Q�SODQQLQJ�DQG�SHUIRUPLQJ�
RXU�DXGLW�RI�FRPSOLDQFH��ZH�FRQVLGHUHG�WKH�'HSDUWPHQW¶V�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH�ZLWK�WKH�W\SHV�RI�
UHTXLUHPHQWV� WKDW�FRXOG�KDYH�D�GLUHFW�DQG�PDWHULDO�HIIHFW�RQ�HDFK�PDMRU�IHGHUDO�SURJUDP�WR�GHWHUPLQH�WKH�
DXGLWLQJ�SURFHGXUHV� WKDW�DUH�DSSURSULDWH� LQ�WKH�FLUFXPVWDQFHV�IRU� WKH�SXUSRVH�RI�H[SUHVVLQJ�DQ�RSLQLRQ�RQ�
FRPSOLDQFH� IRU�HDFK�PDMRU� IHGHUDO�SURJUDP�DQG� WR� WHVW� DQG� UHSRUW�RQ� LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH� LQ�
DFFRUGDQFH� ZLWK� WKH� 8QLIRUP� *XLGDQFH�� EXW� QRW� IRU� WKH� SXUSRVH� RI� H[SUHVVLQJ� DQ� RSLQLRQ� RQ� WKH�
HIIHFWLYHQHVV� RI� LQWHUQDO� FRQWURO� RYHU� FRPSOLDQFH�� � $FFRUGLQJO\�� ZH� GR� QRW� H[SUHVV� DQ� RSLQLRQ� RQ� WKH�
HIIHFWLYHQHVV�RI�WKH�'HSDUWPHQW¶V�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH��

$� GHILFLHQF\� LQ� LQWHUQDO� FRQWURO� RYHU� FRPSOLDQFH� H[LVWV� ZKHQ� WKH� GHVLJQ� RU� RSHUDWLRQ� RI� D� FRQWURO� RYHU�
FRPSOLDQFH�GRHV�QRW�DOORZ�PDQDJHPHQW�RU�HPSOR\HHV�� LQ�WKH�QRUPDO�FRXUVH�RI�SHUIRUPLQJ�WKHLU�DVVLJQHG�
IXQFWLRQV�� WR� SUHYHQW�� RU� GHWHFW� DQG� FRUUHFW�� QRQFRPSOLDQFH�ZLWK� D� W\SH� RI� FRPSOLDQFH� UHTXLUHPHQW� RI� D�
IHGHUDO� SURJUDP� RQ� D� WLPHO\� EDVLV�� � $� PDWHULDO� ZHDNQHVV� LQ� LQWHUQDO� FRQWURO� RYHU� FRPSOLDQFH� LV� D�
GHILFLHQF\��RU�FRPELQDWLRQ�RI�GHILFLHQFLHV��LQ�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH��VXFK�WKDW�WKHUH�LV�UHDVRQDEOH�
SRVVLELOLW\� WKDW�PDWHULDO�QRQFRPSOLDQFH�ZLWK�D� W\SH�RI� FRPSOLDQFH� UHTXLUHPHQW�RI�D� IHGHUDO�SURJUDP�ZLOO�
QRW�EH�SUHYHQWHG��RU�GHWHFWHG�DQG�FRUUHFWHG��RQ�D�WLPHO\�EDVLV���$�VLJQLILFDQW�GHILFLHQF\�LQ�LQWHUQDO�FRQWURO�
RYHU�FRPSOLDQFH�LV�D�GHILFLHQF\��RU�D�FRPELQDWLRQ�RI�GHILFLHQFLHV��LQ�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH�ZLWK�D�
W\SH�RI�FRPSOLDQFH�UHTXLUHPHQW�RI�D�IHGHUDO�SURJUDP�WKDW�LV�OHVV�VHYHUH�WKDQ�D�PDWHULDO�ZHDNQHVV�LQ�LQWHUQDO�
FRQWURO�RYHU�FRPSOLDQFH��\HW�LPSRUWDQW�HQRXJK�WR�PHULW�DWWHQWLRQ�E\�WKRVH�FKDUJHG�ZLWK�JRYHUQDQFH����

2XU� FRQVLGHUDWLRQ� RI� LQWHUQDO� FRQWURO� RYHU� FRPSOLDQFH�ZDV� IRU� WKH� OLPLWHG� SXUSRVH� GHVFULEHG� LQ� WKH� ILUVW�
SDUDJUDSK� RI� WKLV� VHFWLRQ� DQG� ZDV� QRW� GHVLJQHG� WR� LGHQWLI\� DOO� GHILFLHQFLHV� LQ� LQWHUQDO� FRQWURO� RYHU�
FRPSOLDQFH�WKDW�PLJKW�EH�PDWHULDO�ZHDNQHVVHV�RU�VLJQLILFDQW�GHILFLHQFLHV�DQG�WKHUHIRUH��PDWHULDO�ZHDNQHVVHV�
RU� VLJQLILFDQW� GHILFLHQFLHV� PD\� H[LVW� WKDW� ZHUH� QRW� LGHQWLILHG�� � :H� GLG� LGHQWLI\� FHUWDLQ� GHILFLHQFLHV� LQ�
LQWHUQDO� FRQWURO� RYHU� FRPSOLDQFH�� GHVFULEHG� LQ� WKH� DFFRPSDQ\LQJ� VFKHGXOH� RI� ILQGLQJV� DQG� TXHVWLRQHG�
FRVWV�DV�)LQGLQJ�1R�����������WKURXJK�����������WKDW�ZH�FRQVLGHU�WR�EH�PDWHULDO�ZHDNQHVVHV��



���

7KH� 'HSDUWPHQW¶V� UHVSRQVH� WR� WKH� LQWHUQDO� FRQWURO� RYHU� FRPSOLDQFH� ILQGLQJV� LGHQWLILHG� LQ� RXU� DXGLW� LV�
GHVFULEHG�LQ�WKH�DFFRPSDQ\LQJ�FRUUHFWLYH�DFWLRQ�SODQ���7KH�'HSDUWPHQW¶V�UHVSRQVH�ZDV�QRW�VXEMHFWHG�WR�WKH�
DXGLWLQJ� SURFHGXUHV� DSSOLHG� LQ� WKH� DXGLW� RI� FRPSOLDQFH� DQG�� DFFRUGLQJO\��ZH� H[SUHVV� QR� RSLQLRQ� RQ� WKH�
UHVSRQVH��

7KH�SXUSRVH�RI�WKLV�UHSRUW�RQ�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH�LV�VROHO\�WR�GHVFULEH�WKH�VFRSH�RI�RXU�WHVWLQJ�
RI�LQWHUQDO�FRQWURO�RYHU�FRPSOLDQFH�DQG�WKH�UHVXOWV�RI�WKDW�WHVWLQJ�EDVHG�RQ�WKH�UHTXLUHPHQWV�RI�WKH�8QLIRUP�
*XLGDQFH���$FFRUGLQJO\��WKLV�UHSRUW�LV�QRW�VXLWDEOH�IRU�DQ\�RWKHU�SXUSRVH��

.0+�//3�

+RQROXOX��+DZDLL�
0DUFK����������



���
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'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
-XQH����������

���

6HFWLRQ�,�±�6XPPDU\�RI�$XGLWRU¶V�5HVXOWV

)LQDQFLDO�6WDWHPHQWV�

7\SH�RI�DXGLWRU¶V�UHSRUW�LVVXHG���8QPRGLILHG��

,QWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��
0DWHULDO�ZHDNQHVV�HV��LGHQWLILHG" <HV� �������1R

6LJQLILFDQW�GHILFLHQF\�LHV��LGHQWLILHG�WKDW�DUH�QRW�FRQVLGHUHG�
WR�EH�PDWHULDO�ZHDNQHVVHV"� �� <HV� �������1RQH�UHSRUWHG

1RQFRPSOLDQFH�PDWHULDO�WR�ILQDQFLDO�VWDWHPHQWV�QRWHG"� �� �� <HV� �� 1R�

)HGHUDO�$ZDUGV�

,QWHUQDO�FRQWURO�RYHU�PDMRU�SURJUDPV�� � �

0DWHULDO�ZHDNQHVV�HV��LGHQWLILHG"� �� �� <HV� �� 1R�

6LJQLILFDQW�GHILFLHQF\�LHV��LGHQWLILHG"� ��� �� <HV� �� 1RQH�UHSRUWHG�

7\SH�RI�DXGLWRU¶V�UHSRUW�LVVXHG�RQ�FRPSOLDQFH�IRU�PDMRU�IHGHUDO�SURJUDPV��4XDOLILHG�

$Q\�DXGLW�ILQGLQJV�GLVFORVHG�WKDW�DUH�UHTXLUHG�WR�EH�UHSRUWHG�LQ�
DFFRUGDQFH�ZLWK�VHFWLRQ���&)5���������D�"� �� <HV� �������1R�



'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
-XQH����������

���

6HFWLRQ�,�±�6XPPDU\�RI�$XGLWRU¶V�5HVXOWV��FRQWLQXHG�

,GHQWLILFDWLRQ�RI�PDMRU�IHGHUDO�SURJUDPV��

&')$�1XPEHU� � 1DPH�RI�)HGHUDO�3URJUDP�

'HSDUWPHQW�RI�+HDOWK�	�+XPDQ�6HUYLFHV�
� � $JLQJ�&OXVWHU��

������� � 6SHFLDO�3URJUDPV�IRU�$JLQJ�±�7LWOH�,,,�3DUW�%�±�*UDQWV�IRU��
� � 6XSSRUWLYH�6HUYLFHV�DQG�6HQLRU�&HQWHUV�

������� � 6SHFLDO�3URJUDPV�IRU�$JLQJ�±�7LWOH�,,,�3DUW�&�±�1XWULWLRQ�6HUYLFHV��
������� � 1XWULWLRQ�6HUYLFHV�,QFHQWLYH�3URJUDP�
������� � 6XEVWDQFH�$EXVH�DQG�0HQWDO�+HDOWK�6HUYLFHV�±�3URMHFWV�RI�5HJLRQDO�

DQG�1DWLRQDO�6LJQLILFDQFH�
������� � ,PPXQL]DWLRQ�&RRSHUDWLYH�$JUHHPHQWV�
������� � (SLGHPLRORJ\�DQG�/DERUDWRU\�&DSDFLW\�IRU�,QIHFWLRXV�'LVHDVHV�
������� � 6WDWH�DQG�/RFDO�3XEOLF�+HDOWK�$FWLRQV�WR�3UHYHQW�2EHVLW\��'LDEHWHV��

+HDUW�'LVHDVH�DQG�6WURNH�
������� � %ORFN�*UDQWV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�6XEVWDQFH�$EXVH�

(QYLURQPHQWDO�3URWHFWLRQ�$JHQF\�
������� � &DSLWDOL]DWLRQ�*UDQWV�IRU�&OHDQ�:DWHU�6WDWH�5HYROYLQJ�)XQGV�
������� � &DSLWDOL]DWLRQ�*UDQWV�IRU�'ULQNLQJ�:DWHU�6WDWH�5HYROYLQJ�)XQGV�

'ROODU�WKUHVKROG�XVHG�WR�GLVWLQJXLVK�EHWZHHQ�W\SH�$�DQG�W\SH�%�
SURJUDPV��

������������

$XGLWHH�TXDOLILHG�DV�ORZ�ULVN�DXGLWHH"� �� �� <HV� �� 1R�



'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
-XQH����������

���

6HFWLRQ�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV

)LQGLQJ�1R������������ )LQDQFLDO�6WDWHPHQW�5HSRUWLQJ�±�'HSRVLW�%HYHUDJH�&RQWDLQHU�3URJUDP�

7\SH�RI�)LQGLQJ��0DWHULDO�:HDNQHVV�

&ULWHULD��,Q�DFFRUGDQFH�ZLWK�*RYHUQPHQWDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��*$6%��6WDWHPHQW�1R������IXQG�
ILQDQFLDO�VWDWHPHQWV�VKRXOG�EH�SUHSDUHG�XVLQJ�WKH�FXUUHQW�ILQDQFLDO�UHVRXUFHV�PHDVXUHPHQW�IRFXV�DQG�WKH�
PRGLILHG�DFFUXDO�EDVLV�RI�DFFRXQWLQJ���8QGHU�WKLV�IRFXV�EDVLV��UHYHQXHV�DUH�UHFRJQL]HG�RQO\�WR�WKH�H[WHQW�
WKDW� WKH\� DUH� VXVFHSWLEOH� WR� DFFUXDO�� � 5HYHQXHV� DUH� UHFRUGHG�ZKHQ� HDUQHG�� UHJDUGOHVV� RI� WKH� WLPLQJ� RI�
UHODWHG�FDVK�IORZV��

&RQGLWLRQ�� � 'XULQJ� RXU� DXGLW�� ZH� SURSRVHG� DQG�PDQDJHPHQW� DFFHSWHG� WZR� DGMXVWPHQWV� UHODWHG� WR� WKH�
'HSRVLW� %HYHUDJH� &RQWDLQHU� 3URJUDP� �WKH� 3URJUDP��� 7KH� ILUVW� DGMXVWPHQW� UHODWHV� WR� GHSRVLW� EHYHUDJH�
FRQWDLQHU� GHSRVLW� UHYHQXHV� IRU� DSSUR[LPDWHO\� ����� PLOOLRQ�� 7KH� VHFRQG� DGMXVWPHQW� UHODWHV� WR�
XQGHUVWDWHPHQW�RI�UHFHLYDEOHV�RI�DSSUR[LPDWHO\����������UHODWHG�WR�SDVW�GXH�EHYHUDJH�FRQWDLQHU�GHSRVLWV�
IRU� D� GLVWULEXWRU��7KH� DGMXVWPHQWV� DUH� UHFRUGHG� LQ� WKH�'HSDUWPHQW¶V� ILQDQFLDO� VWDWHPHQWV� DV� RI� -XQH�����
������

&RQWH[W���7KH�HUURUV�QRWHG�DERYH�ZHUH�GHWHFWHG�GXULQJ�WKH�DXGLW�RI�WKH�3URJUDP¶V�UHYHQXHV���)RU�WKH�ILUVW�
DGMXVWPHQW�� ZH� QRWHG� GLIIHUHQFHV� EHWZHHQ� UHYHQXHV� UHFRUGHG� RQ� WKH� 3URJUDP¶V� WULDO� EDODQFH� DQG� WKH�
6WDWH¶V�)LQDQFLDO�$FFRXQWLQJ�DQG�0DQDJHPHQW�,QIRUPDWLRQ�6\VWHP��)$0,6�����:H�QRWHG�WKDW�GXULQJ�WKH�
\HDU�HQGHG�-XQH�����������WKH�DFFRXQWDQWV�ZKR�ZHUH�SUHYLRXVO\�LQYROYHG�OHIW�WKH�3URJUDP��,Q�$SULO�������
DQ� DFFRXQWLQJ� FOHUN� DQG� DFFRXQWDQW� EHJDQ� SUHSDULQJ� WKH� 3URJUDP¶V� WULDO� EDODQFH�� ZKLFK� ZDV� RYHU� VL[�
PRQWKV�EHKLQG��IRU�WKH�\HDU�HQGHG�-XQH������������$OWKRXJK�WKH�DFFRXQWLQJ�VWDII�ZDV�DEOH�WR�FDWFK�XS�ZLWK�
WKH� EDFNORJ�� PDQDJHPHQW� GLG� QRW� UHFRQFLOH� WKH� 3URJUDP¶V� WULDO� EDODQFH� ZLWK� )$0,6� GXH� WR� WLPH�
FRQVWUDLQWV�����

)RU�WKH�VHFRQG�DGMXVWPHQW��D�GLVWULEXWRU�ZLWK�SDVW�GXH�EHYHUDJH�FRQWDLQHU�GHSRVLWV�ZDV�LGHQWLILHG�E\�WKH�
3URJUDP�LQ�ILVFDO�\HDU��������3URJUDP�PDQDJHPHQW��ZRUNLQJ�ZLWK�WKH�$WWRUQH\�*HQHUDO�RI�+DZDLL��ILOHG�D�
QRWLFH�RI�YLRODWLRQ� DQG�RUGHU� �1292��DQG� VXEVHTXHQWO\� D� FRQVHQW�RUGHU��GDWHG�'HFHPEHU����� ������ WR�
UHVROYH�WKH�1292���,Q�WKH�FRQVHQW�RUGHU��WKH�GLVWULEXWRU�DJUHHG�WR�D�SD\PHQW�VFKHGXOH�WR�FDWFK�XS�ZLWK�
DPRXQWV�GXH�DQG�SD\�SHQDOWLHV���3D\PHQWV�E\�WKH�GLVWULEXWRU�EHJDQ�LQ�ILVFDO�\HDU������DQG�LV�VFKHGXOHG�WR�
EH�FRPSOHWHG�E\�0DUFK��������+RZHYHU��QR�DFFUXDO�WR�UHIOHFW�WKH�DPRXQWV�RZHG�E\�WKH�GLVWULEXWRU�DV�RI�
-XQH����������ZHUH�UHFRUGHG��



'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
-XQH����������

���

6HFWLRQ�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV��FRQWLQXHG�

&DXVH�� � 7KH� 'HSDUWPHQW� GLG� QRW� UHFRQFLOH� WKH� GHSRVLW� EHYHUDJH� FRQWDLQHU� GHSRVLW� UHYHQXHV� IURP� WKH�
3URJUDP� VFKHGXOHV� WR� )$0,6�� � 7KH� PLVVHG� DFFUXDO� IRU� WKH� DPRXQWV� LQ� WKH� FRQVHQW� RUGHU� DV� RI�
-XQH����������ZDV�D�UHVXOW�RI�3URJUDP�PDQDJHPHQW¶V�RYHUVLJKW���7XUQRYHU�RI�DFFRXQWLQJ�VWDII�LQ�WKH�ILVFDO�
\HDU�DOVR�FRQWULEXWHG�WRZDUGV�WKH�SUREOHPV�QRWHG���7KHVH�PDWWHUV�UHVXOWHG�LQ�DQ�XQGHUVWDWHPHQW�RI�GHSRVLW�
EHYHUDJH� FRQWDLQHU� GHSRVLW� UHYHQXHV� DQG� DFFRXQWV� UHFHLYDEOH� UHODWHG� WR� WKH� GHSRVLW� EHYHUDJH� FRQWDLQHU�
GHSRVLW�IXQG����

(IIHFW�� 7KH� ODFN� RI� UHFRQFLOLDWLRQV� DQG� VWDII� WXUQRYHU� LQFUHDVHV� WKH� ULVN� RI� PDWHULDO� PLVVWDWHPHQWV� DV�
LOOXVWUDWHG�E\�WKH�UHVXOWV�RI�WKH�ILVFDO�\HDU������DXGLW����

,GHQWLILFDWLRQ�DV�D�5HSHDW�)LQGLQJ��LI�DSSOLFDEOH��1RW�DSSOLFDEOH�

5HFRPPHQGDWLRQV�� � 0DQDJHPHQW� VKRXOG� SHUIRUP� UHFRQFLOLDWLRQV� RI� WKH� GHSRVLW� EHYHUDJH� FRQWDLQHU�
GHSRVLW� UHYHQXHV� DQG� EH� PRUH� GLOLJHQW� LQ� WKH� LGHQWLILFDWLRQ� RI� DFFUXDOV� IRU� VLJQLILFDQW� RU� XQXVXDO�
WUDQVDFWLRQV����

9LHZV�RI�5HVSRQVLEOH�2IILFLDOV�DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ��6HH�3DUW�9,�&RUUHFWLRQ�$FWLRQ�3ODQ��
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6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
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���

6HFWLRQ�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV��FRQWLQXHG�

)LQGLQJ�1R������������ 5HOLDQFH�RQ�7KLUG�3DUW\�&HUWLILFDWLRQV�

7\SH�RI�)LQGLQJ��6LJQLILFDQW�'HILFLHQF\�

&ULWHULD�� 6HFWLRQ� ���*������ +DZDLL� 5HYLVHG� 6WDWXWHV� �+56��� VWDWHV� WKDW� SD\PHQW� RI� WKH� GHSRVLW�
EHYHUDJH�FRQWDLQHU�IHH�DQG�GHSRVLWV�VKDOO�EH�PDGH�PRQWKO\��EDVHG�RQ�LQYHQWRU\�UHSRUWV�RI�WKH�GHSRVLW�
EHYHUDJH�GLVWULEXWRUV���$OO�GHSRVLW�EHYHUDJH�GLVWULEXWRUV�VKDOO�VXEPLW�WR�WKH�'HSDUWPHQW�GRFXPHQWDWLRQ�
LQ� VXIILFLHQW� GHWDLO� WKDW� LGHQWLILHV� WKH� QHW� QXPEHU� RI� GHSRVLW� EHYHUDJH� FRQWDLQHUV� VROG�� GRQDWHG�� RU�
WUDQVIHUUHG��E\�FRQWDLQHU�VL]H�DQG�W\SH��

,Q� DGGLWLRQ�� 6HFWLRQ� ���*������ +56�� VSHFLILHV� WKDW� WKH� GHSRVLW� RQ� HDFK� ILOOHG� GHSRVLW� EHYHUDJH�
FRQWDLQHU�VKDOO�EH�SDLG�E\�WKH�EHYHUDJH�GLVWULEXWRU��ZKR�PDQXIDFWXUHV�RU�LPSRUWV�EHYHUDJHV�LQ�GHSRVLW�
EHYHUDJH�FRQWDLQHUV���%HYHUDJH�GLVWULEXWRUV�VKDOO�DOVR�SD\�D�GHSRVLW�EHYHUDJH�FRQWDLQHU�IHH�DQG�UHJLVWHU�
ZLWK�WKH�6WDWH��

6HFWLRQ����*������+56��VSHFLILHV�WKDW�WKH�'HSDUWPHQW�VKDOO�SD\�FHUWLILHG�UHGHPSWLRQ�FHQWHUV�KDQGOLQJ�
IHHV� DQG� GHSRVLW� UHIXQGV� EDVHG� RQ� FROOHFWLRQ� UHSRUWV� VXEPLWWHG� E\� WKH� UHGHPSWLRQ� FHQWHUV�� � 7KH�
UHGHPSWLRQ�UHSRUWV�LQFOXGH�WKH�QXPEHU�RU�ZHLJKW�RI�GHSRVLW�EHYHUDJH�FRQWDLQHUV�RI�HDFK�PDWHULDO�W\SH�
DFFHSWHG�DW�WKH�UHGHPSWLRQ�FHQWHU�IRU�WKH�UHSRUWLQJ�SHULRG��WKH�DPRXQW�RI�UHIXQGV�SDLG�RXW�E\�PDWHULDO�
W\SH��WKH�QXPEHU�RU�ZHLJKW�RI�GHSRVLW�EHYHUDJH�FRQWDLQHUV�RI�HDFK�PDWHULDO�W\SH�WUDQVSRUWHG�RXW�RI�VWDWH�
RU� WR� D� SHUPLWWHG� UHF\FOLQJ� IDFLOLW\�� DQG� FRSLHV� RI� RXW�RI�VWDWH� WUDQVSRUW� DQG� ZHLJKW� UHFHLSWV� RU�
DFFHSWDQFH� UHFHLSWV� IURP� SHUPLWWHG� UHF\FOLQJ� IDFLOLWLHV�� � $GGLWLRQDOO\�� 6HFWLRQ� ����������� +DZDLL�
$GPLQLVWUDWLYH�5XOHV��+$5���VWDWHV�WKDW�WKH�'HSDUWPHQW�VKDOO�SD\�FHUWLILHG�UHGHPSWLRQ�FHQWHUV�KDQGOLQJ�
IHHV�DQG�UHIXQG�YDOXHV�EDVHG�RQ�UHSRUWV�VXEPLWWHG�E\�WKH�UHGHPSWLRQ�FHQWHUV�WR�WKH�'HSDUWPHQW��

6HFWLRQ����*������+56�� UHTXLUHV�DOO�EHYHUDJH�GLVWULEXWRUV�RSHUDWLQJ�ZLWKLQ� WKH�6WDWH� WR� UHJLVWHU�ZLWK�
WKH�'HSDUWPHQW�DQG�PDLQWDLQ�UHFRUGV�UHIOHFWLQJ�WKH�PDQXIDFWXUH�RI�WKHLU�EHYHUDJHV�LQ�GHSRVLW�EHYHUDJH�
FRQWDLQHUV�DV�ZHOO�DV�WKH�LPSRUWDWLRQ�DQG�H[SRUWDWLRQ�RI�GHSRVLW�EHYHUDJH�FRQWDLQHUV���7KH�UHFRUGV�VKDOO�
EH�PDGH�DYDLODEOH��XSRQ�UHTXHVW��IRU�LQVSHFWLRQ�E\�WKH�'HSDUWPHQW��

6LPLODUO\�6HFWLRQ����*������+56��UHTXLUHV�GLVWULEXWRUV�DQG�UHGHPSWLRQ�FHQWHUV�WR�PDNH�WKHLU�UHFRUGV�
DYDLODEOH�XSRQ�UHTXHVW�E\�WKH�'HSDUWPHQW��D�GXO\�DXWKRUL]HG�DJHQW�RI�WKH�'HSDUWPHQW��RU�WKH�2IILFH�RI�
WKH�$XGLWRU��



'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
-XQH����������

���

6HFWLRQ�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV��FRQWLQXHG��

&RQGLWLRQ��7KH�'HSRVLW�%HYHUDJH�&RQWDLQHU�3URJUDP��3URJUDP��UHFHLYHV�EHYHUDJH�FRQWDLQHU�GHSRVLWV�
DQG�FRQWDLQHU�IHHV�IURP�GLVWULEXWRUV�DQG�UHIXQGV�GHSRVLWV�DQG�SD\V�KDQGOLQJ�IHHV�WR�UHGHPSWLRQ�FHQWHUV�
EDVHG� RQ� FHUWLILHG� LQIRUPDWLRQ�� � 7KH� 3URJUDP� UHOLHV� RQ� FHUWLILFDWLRQV� IURP� GLVWULEXWRUV� WR� VXSSRUW�
GHSRVLWV�DQG�FRQWDLQHU�IHHV�UHFHLYHG���7KH�3URJUDP�DOVR�UHOLHV�RQ�FHUWLILFDWLRQV�IURP�UHGHPSWLRQ�FHQWHUV�
WR�VXSSRUW�GHSRVLW�UHIXQGV�DQG�KDQGOLQJ�IHHV�SDLG�� �

&RQWH[W�DQG�&DXVH���$V�QRWHG�EHORZ��WKLV�LV�D�UHFXUULQJ�ILQGLQJ���7KH�'HSDUWPHQW�VWLOO�LV�LQ�SURJUHVV�ZLWK�
LWV�FRUUHFWLYH�DFWLRQ�SODQV��

(IIHFW�� 2YHUUHOLDQFH� RQ� WKH� VHOI�UHSRUWLQJ� E\� GLVWULEXWRUV� DQG� UHGHPSWLRQ� FHQWHUV� PD\� UHVXOW� LQ�
XQGHUSD\PHQWV�RQ�GHSRVLWV�DQG� WKH�UHODWHG�FRQWDLQHU� IHHV� UHFHLYHG�E\� WKH�'HSDUWPHQW� WR�DGPLQLVWHU� WKH�
SURJUDP�� RYHUSD\PHQWV� RI� GHSRVLW� UHIXQGV� DQG� KDQGOLQJ� IHHV� WR� UHGHPSWLRQ� FHQWHUV�� DQG� DQ� RYHUVWDWHG�
UHGHPSWLRQ� UDWH�� � $Q� RYHUVWDWHG� UHGHPSWLRQ� UDWH� FRXOG� UHVXOW� LQ� D� PLVVWDWHPHQW� LQ� WKH� 'HSDUWPHQW¶V�
ILQDQFLDO�VWDWHPHQWV��DV�ZHOO�DV�KLJKHU�FRQWDLQHU�IHHV�IRU�FRQVXPHUV�WR�VXSSRUW�WKH� SURJUDP��

7KH� 3URJUDP� FRXOG� PLWLJDWH� WKH� ULVN� RI� IUDXG� �XQGHUSD\PHQWV� E\� GLVWULEXWRUV� DQG� RYHUSD\PHQWV� WR�
UHGHPSWLRQ� FHQWHUV�� E\� LPSOHPHQWLQJ� D� V\VWHPDWLF� SURFHVV� IRU�PRQLWRULQJ� WKH� DFWLYLWLHV� RI� DQG� UHSRUWV�
VXEPLWWHG� E\� GLVWULEXWRUV� DQG� UHGHPSWLRQ� FHQWHUV�� � +RZHYHU�� GXH� WR� LQVXIILFLHQW� VWDII� SRVLWLRQV� DQG�
WXUQRYHU��PDQDJHPHQW�KDV�EHHQ�XQDEOH�WR�HVWDEOLVK�D�V\VWHPDWLF�PRQLWRULQJ�SURFHVV��

,GHQWLILFDWLRQ�DV�D�5HSHDW�)LQGLQJ��LI�DSSOLFDEOH���6HH�ILQGLQJ����������LQFOXGHG�LQ�WKH�6XPPDU\�6FKHGXOH�
RI�3ULRU�$XGLW�)LQGLQJV��
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-XQH����������

���

6HFWLRQ�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV��FRQWLQXHG��

5HFRPPHQGDWLRQ�� �:H� UHFRPPHQG� WKDW� WKH� 3URJUDP� SHUIRUP� WKH� IROORZLQJ�� � ���� GHYHORS� D� ULVN�EDVHG�
SURFHVV�WR�VHOHFW�GLVWULEXWRU�DQG�UHGHPSWLRQ�FHQWHU�UHSRUWV�VXEPLWWHG�WR�WKH�3URJUDP�WR�DXGLW�RQ�D�SHULRGLF�
EDVLV�� ���� VXPPDUL]H� WKH� UHVXOWV� RI� GLVWULEXWRU� DQG� UHGHPSWLRQ� FHQWHU� DXGLWV� DQG� DVVHVV� ZKHWKHU�
HQIRUFHPHQW� DFWLRQV� VKRXOG� EH� FRQVLGHUHG� WR� HQVXUH� DPRXQWV� WKDW� DUH� EHLQJ� UHSRUWHG� DUH� DSSURSULDWH��
����PRGLI\� WKH� 3URJUDP� UHTXLUHPHQWV� LQ� RUGHU� WR� LQFUHDVH� GLVWULEXWRUV¶� DFFRXQWDELOLW\� IRU� LQIRUPDWLRQ�
SURYLGHG� WR� WKH� 3URJUDP�� DQG� ���� IRU� UHGHPSWLRQ� FHQWHUV�� WKH� 3URJUDP� VKRXOG� FRQVLGHU� KDYLQJ� DOO�
UHGHPSWLRQ� FHQWHUV� LQVWDOO� UHYHUVH� YHQGLQJ� PDFKLQHV� RU� VRPH� W\SH� RI� ³PHFKDQLFDO� GHYLFHV´� DW� DOO�
ORFDWLRQV��

9LHZV�RI�5HVSRQVLEOH�2IILFLDOV�DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ��6HH�3DUW�9,�&RUUHFWLRQ�$FWLRQ�3ODQ�
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6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
-XQH����������

���

6HFWLRQ�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV

)LQGLQJ�1R������������ 0RQLWRULQJ�3URFHGXUHV�DQG�5LVN�$VVHVVPHQW�3URFHVV�
)HGHUDO�$JHQF\�� 'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��'++6��
&)'$�1R��� �������
5HTXLUHPHQW�� 6XEUHFLSLHQW�0RQLWRULQJ�
7\SH�RI�)LQGLQJ�� 0DWHULDO�:HDNQHVV�
3URJUDP� %ORFN�*UDQWV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�6XEVWDQFH�$EXVH�
)HGHUDO�DZDUG�QR��DQG�\HDU�� �%��7,����������

�%��7,����������
�����������±������������
�����������±������������

&ULWHULD��,Q�DFFRUGDQFH�ZLWK���&)5�VHFWLRQ����������DOO�SDVV�WKURXJK�HQWLWLHV�PXVW�PRQLWRU�WKH�DFWLYLWLHV�
RI� WKH� VXEUHFLSLHQW� DV� QHFHVVDU\� WR� HQVXUH� WKDW� WKH� VXEDZDUG� LV� XVHG� IRU� DXWKRUL]HG� SXUSRVHV�� LQ�
FRPSOLDQFH�ZLWK� )HGHUDO� VWDWXWHV�� UHJXODWLRQV�� DQG� WKH� WHUPV� DQG� FRQGLWLRQV� RI� WKH� VXEDZDUG�� DQG� WKDW�
VXEDZDUG� SHUIRUPDQFH� JRDOV� DUH� DFKLHYHG�� � ,Q� DGGLWLRQ�� DOO� SDVV�WKURXJK� HQWLWLHV� PXVW� HYDOXDWH� HDFK�
VXEUHFLSLHQW
V� ULVN�RI�QRQFRPSOLDQFH�ZLWK�)HGHUDO� VWDWXWHV�� UHJXODWLRQV��DQG� WKH� WHUPV�DQG�FRQGLWLRQV�RI�
WKH�VXEDZDUG�IRU�SXUSRVHV�RI�GHWHUPLQLQJ�WKH�DSSURSULDWH�VXEUHFLSLHQW�PRQLWRULQJ����

&RQGLWLRQ��$OWKRXJK�WKH�SURJUDP�FRPSOLHG�ZLWK�LWV�GRFXPHQWHG�PRQLWRULQJ�SURFHGXUHV�E\�REWDLQLQJ�WKH�
UHTXLUHG�VLQJOH�DXGLW� UHSRUWV�RI�VXEUHFLSLHQWV�ZKR�H[SHQGHG�PRUH� WKDQ����������GXULQJ� WKH�\HDU�� LW�GLG�
QRW� FRPSOHWH� LWV� UHYLHZ� DQG� HYDOXDWLRQ�RI� WKH� UHSRUWV� LQ� UHDVRQDEO\� WLPHO\�PDQQHU�� �7KH�SURJUDP� DOVR�
GRHV�QRW�KDYH�D�IRUPDO��GRFXPHQWHG�ULVN�DVVHVVPHQW�SROLF\����

&RQWH[W��7KH� SURJUDP�KDG� WZR� VXEUHFLSLHQWV�ZKR� H[SHQGHG�PRUH� WKDQ� ��������� GXULQJ� WKH� \HDU�� �$V�
VXFK��VLQJOH�DXGLW�UHSRUWV�DV�RI�DQG�IRU�WKH�\HDU�HQGHG�-XQH����������IRU�WKHVH�VXEUHFLSLHQWV�ZHUH�REWDLQHG�
E\�WKH�SURJUDP�E\�0DUFK������������+RZHYHU��WKH�SURJUDP�GLG�QRW�FRPSOHWH�LWV�UHYLHZ�DQG�HYDOXDWLRQ�RI�
WKH�VLQJOH�DXGLW�UHSRUWV�XQWLO�)HEUXDU\�������

&DXVH��0DQDJHPHQW�KDV�LQGLFDWHG�WKDW�WKH�UHYLHZ�DQG�HYDOXDWLRQ�RI�WKH�VLQJOH�DXGLW�UHSRUWV�ZHUH�QRW�
FRPSOHWHG�LQ�D�UHDVRQDEO\�WLPHO\�PDQQHU�GXH�WR�D�ODFN�RI�SHUVRQQHO�UHVRXUFHV����

(IIHFW�� )DLOXUH� WR� IROORZ� D� VXEUHFLSLHQW� PRQLWRULQJ� SROLF\� LQ� D� WLPHO\� PDQQHU� FRXOG� OHDG� WR� QRQ�
FRPSOLDQFH�ZLWK�WKH�VXEUHFLSLHQW�PRQLWRULQJ�UHTXLUHPHQW�����

4XHVWLRQHG�&RVWV��1RQH

,GHQWLILFDWLRQ�DV�D�5HSHDW�)LQGLQJ��LI�DSSOLFDEOH��3DUWLDOO\�DSSOLFDEOH��6HH�ILQGLQJ����������LQFOXGHG�LQ�
WKH�6XPPDU\�6FKHGXOH�RI�3ULRU�$XGLW�)LQGLQJV��



'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
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���

6HFWLRQ�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQV�&RVWV��FRQWLQXHG��

5HFRPPHQGDWLRQ�� :H� UHFRPPHQG� WKDW� PDQDJHPHQW� UHYLVH� LWV� GRFXPHQWHG� PRQLWRULQJ� SURFHGXUHV� WR�
LQFOXGH�D�WLPHIUDPH�VSHFLI\LQJ�WKH�QXPEHU�RI�PRQWKV�DIWHU�UHFHLYLQJ�WKH�DXGLWHG�VLQJOH�DXGLW�UHSRUWV�WKDW�
WKH� UHYLHZ�DQG� HYDOXDWLRQ�SURFHGXUHV� VKRXOG� EH� FRPSOHWHG�E\�� �:H� DOVR� UHFRPPHQG� WKDW�PDQDJHPHQW�
HVWDEOLVK�D�IRUPDO��GRFXPHQWHG�ULVN�DVVHVVPHQW�SROLF\�LQ�RUGHU�WR�VXSSRUW�ZKLFK�VXEUHFLSLHQWV�DUH�FKRVHQ�
DQG�KRZ�WKH\�DUH�PRQLWRUHG����

9LHZV�RI�5HVSRQVLEOH�2IILFLDOV�DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ��6HH�3DUW�9,�&RUUHFWLYH�$FWLRQ�3ODQ�
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����

�6HFWLRQ�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQV�&RVWV��FRQWLQXHG��

)LQGLQJ�1R������������ &DVK�0DQDJHPHQW
)HGHUDO�$JHQF\�� 'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��'++6��
&)'$�1R��� ����������������DQG��������
5HTXLUHPHQW�� &DVK�0DQDJHPHQW�
7\SH�RI�)LQGLQJ�� 0DWHULDO�1RQFRPSOLDQFH�DQG 0DWHULDO�:HDNQHVV�
3URJUDP� ,PPXQL]DWLRQ�&RRSHUDWLYH�$JUHHPHQWV�
� 6WDWH�DQG�/RFDO�3XEOLF�+HDOWK�$FWLRQV�WR�3UHYHQW�2EHVLW\��'LDEHWHV��

+HDUW�'LVHDVH�DQG�6WURNH�
� %ORFN�*UDQWV�IRU�3UHYHQWLRQ�DQG�7UHDWPHQW�RI�6XEVWDQFH�$EXVH�

)HGHUDO�DZDUG�QR��� �1+��,3���������� ������������������������
�����DQG�\HDU�� 18��'3������� �����������±������������

�%��7,��������� �����������± ����������
�%��7,��������� ���������� ± ����������

&ULWHULD��7KH�IHGHUDO�DZDUG�SURJUDPV�QRWHG�DERYH�DUH�QRW�VXEMHFW�WR�WKH�7UHDVXU\�6WDWH�$JUHHPHQW�DQG��
DV�VXFK���DUH��VXEMHFW��WR�����&)5���������E���ZKLFK�VWDWHV��

³7KH�WLPLQJ�DQG�DPRXQW�RI�DGYDQFH�SD\PHQWV�PXVW�EH�DV�FORVH�DV�LV�DGPLQLVWUDWLYHO\�IHDVLEOH�WR�WKH�DFWXDO�
GLVEXUVHPHQWV�E\�WKH�QRQ�)HGHUDO�HQWLW\�IRU�GLUHFW�SURJUDP�RU�SURMHFW�FRVWV�DQG�WKH�SURSRUWLRQDWH�VKDUH�RI�
DQ\� DOORZDEOH� LQGLUHFW� FRVWV�� 7KH� QRQ�)HGHUDO� HQWLW\� PXVW� PDNH� WLPHO\� SD\PHQW� WR� FRQWUDFWRUV� LQ�
DFFRUGDQFH�ZLWK�WKH�FRQWUDFW�SURYLVLRQV���´�

&RQGLWLRQ��6\VWHPLF�SUREOHP���'XULQJ�RXU�WHVWLQJ�RI�WKH�'HSDUWPHQW¶V�FDVK�PDQDJHPHQW�SURFHGXUHV��ZH�
FRXOG�QRW�YHULI\�ZKHWKHU�WKH�6WDWH�RI�+DZDLL��'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�*HQHUDO�6HUYLFHV��'$*6��
GLVEXUVHG� IXQGV� IURP� IHGHUDO� VRXUFHV� DV� FORVH� DV� DGPLQLVWUDWLYHO\� IHDVLEOH� WR� WKH� 'HSDUWPHQW¶V�
GLVEXUVHPHQWV�IRU�WKH�IHGHUDO�DZDUG�SURJUDPV�LGHQWLILHG�DERYH�DIWHU�WKH�'HSDUWPHQW�GUHZ�GRZQ�WKH�IXQGV��
LQ�DFFRUGDQFH�ZLWK���&)5���������E���
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6WDWH�RI�+DZDLL�

6FKHGXOH�RI�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��
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����

6HFWLRQ�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQV�&RVWV��FRQWLQXHG��

&RQWH[W��'XULQJ� WKH� ILVFDO�\HDU� HQGHG�-XQH����������� WKH�'HSDUWPHQW� H[SHQGHG� WKH� IROORZLQJ�DPRXQWV�
XQGHU�WKH�IROORZLQJ�PDMRU�SURJUDPV�DV�UHSRUWHG�LQ�WKH�VFKHGXOH�RI�H[SHQGLWXUHV�RQ�SDJHV����±�����

&)'$���������H[FOXGLQJ�QRQ�FDVK�H[SHQGLWXUHV�� � �� ����������
&)'$�������� � � ����������
&)'$�������� � � ����������

� � �� �����������

&DXVH��7KH�'HSDUWPHQW�GUDZV�GRZQ�IHGHUDO�IXQGV�WKDW�LW�HVWLPDWHV�ZLOO�EH�QHHGHG�EDVHG�RQ�WKH�YRXFKHUV�
SURFHVVHG� GDLO\�� � +RZHYHU�� VLQFH� GHSRVLWV� PXVW� EH� SRVWHG� SULRU� WR� WKH� SURFHVVLQJ� RI� SD\PHQWV� RU�
GLVEXUVLQJ�RI�WKH�IXQGV��LW�LV�GLIILFXOW�IRU�WKH�'HSDUWPHQW�WR�GLVEXUVH�IHGHUDO�IXQGV�LQ�DFFRUGDQFH�ZLWK���
&)5���������E���DQG�ZH�FRXOG�QRW�YHULI\�FRPSOLDQFH�ZLWK���&)5���������E���

(IIHFW��1RQFRPSOLDQFH�ZLWK�IHGHUDO�UHJXODWLRQV�FRXOG�UHVXOW�LQ�D�ORVV�RI�IXQGLQJ�WKDW�PD\�MHRSDUGL]H�WKH�
RSHUDWLRQV�RI�WKH�'HSDUWPHQW¶V�IHGHUDOO\�IXQGHG�SURJUDPV��

4XHVWLRQHG�&RVWV��1RQH

,GHQWLILFDWLRQ� DV� D� 5HSHDW� )LQGLQJ�� LI� DSSOLFDEOH�� 6HH� ILQGLQJ� ��������� LQFOXGHG� LQ� WKH� 6XPPDU\�
6FKHGXOH�RI�3ULRU�$XGLW�)LQGLQJV��

5HFRPPHQGDWLRQ�� ,Q� -DQXDU\� ������ WKH� 'HSDUWPHQW� RI� %XGJHW� DQG� )LQDQFH� LVVXHG� D� PHPR� WR� WKH�
GHSDUWPHQWV�WR�HVWDEOLVK�D�VWDQGDUG�IRU�WKH�6WDWH¶V�DGPLQLVWUDWLYHO\�IHDVLEOH�WLPH�SHULRG�WHUPLQRORJ\���:H�
UHFRPPHQG�WKDW�WKH�'HSDUWPHQW�ZRUN�ZLWK�'$*6�DQG�WKH�'HSDUWPHQW�RI�%XGJHW�DQG�)LQDQFH�WR�HQVXUH�
FRPSOLDQFH�ZLWK�HVWDEOLVKHG�VWDQGDUG�DQG�WLPHO\�GLVEXUVHPHQW�RI�IHGHUDO�IXQGV�LQ�DFFRUGDQFH�ZLWK���&)5�
��������E���

9LHZV�RI�5HVSRQVLEOH�2IILFLDOV�DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ��6HH�3DUW�9,�&RUUHFWLRQ�$FWLRQ�3ODQ���



'HSDUWPHQW�RI�+HDOWK��
6WDWH�RI�+DZDLL�
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6HFWLRQ�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��FRQWLQXHG�

)LQGLQJ�1R������������ 0RQLWRULQJ�3URFHGXUHV�DQG�5LVN�$VVHVVPHQW�3URFHVV�
)HGHUDO�$JHQF\�� 'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��'++6��
&)'$�1R��� �������
5HTXLUHPHQW�� 6XEUHFLSLHQW�0RQLWRULQJ�
7\SH�RI�)LQGLQJ�� 0DWHULDO�:HDNQHVV�
3URJUDP� 6WDWH�DQG�/RFDO�3XEOLF�+HDOWK�$FWLRQV�WR�3UHYHQW�2EHVLW\��'LDEHWHV��

+HDUW�'LVHDVH�DQG�6WURNH�
)HGHUDO�DZDUG�QR��DQG�\HDU�� 18��'3������� �����������±������������

&ULWHULD��,Q�DFFRUGDQFH�ZLWK���&)5�VHFWLRQ����������DOO�SDVV�WKURXJK�HQWLWLHV�PXVW�PRQLWRU�WKH�DFWLYLWLHV�
RI� WKH� VXEUHFLSLHQW� DV� QHFHVVDU\� WR� HQVXUH� WKDW� WKH� VXEDZDUG� LV� XVHG� IRU� DXWKRUL]HG� SXUSRVHV�� LQ�
FRPSOLDQFH�ZLWK� )HGHUDO� VWDWXWHV�� UHJXODWLRQV�� DQG� WKH� WHUPV� DQG� FRQGLWLRQV� RI� WKH� VXEDZDUG�� DQG� WKDW�
VXEDZDUG� SHUIRUPDQFH� JRDOV� DUH� DFKLHYHG�� � ,Q� DGGLWLRQ�� DOO� SDVV�WKURXJK� HQWLWLHV� PXVW� HYDOXDWH� HDFK�
VXEUHFLSLHQW¶V�ULVN�RI�QRQFRPSOLDQFH�ZLWK�)HGHUDO�VWDWXWHV�� UHJXODWLRQV��DQG�WKH� WHUPV�DQG�FRQGLWLRQV�RI�
WKH�VXEDZDUG�IRU�SXUSRVHV�RI�GHWHUPLQLQJ�WKH�DSSURSULDWH�VXEUHFLSLHQW�PRQLWRULQJ����

&RQGLWLRQ��7KH�SURJUDP�GRHV�QRW�KDYH�GRFXPHQWHG�PRQLWRULQJ�SURFHGXUHV�RU�D�IRUPDO��GRFXPHQWHG�ULVN�
DVVHVVPHQW�SROLF\����

&RQWH[W�� 7KURXJK� GLVFXVVLRQV� ZLWK� SURJUDP� PDQDJHPHQW�� ZH� QRWHG� WKDW� WKH� SURJUDP� GRHV� QRW� KDYH�
GRFXPHQWHG� PRQLWRULQJ� SURFHGXUHV� RU� D� IRUPDO�� GRFXPHQWHG� ULVN� DVVHVVPHQW� SROLF\�� � ,Q� DGGLWLRQ�� ZH�
QRWHG�WKDW�WKH�SURJUDP�KDV�KDG�VLJQLILFDQW�WXUQRYHU�LQ�SHUVRQQHO��ZKLFK�KDV�SURORQJHG�WKH�FRPSOHWLRQ�RI�
GRFXPHQWHG�SROLFLHV�DQG�SURFHGXUHV��

&DXVH��/DFN�RI�GRFXPHQWHG�SROLFLHV�DQG�SURFHGXUHV�DQG�D�IRUPDO��GRFXPHQWHG�ULVN�DVVHVVPHQW�SROLF\��

(IIHFW��/DFN�RI� GRFXPHQWHG�SROLFLHV� DQG�SURFHGXUHV� DQG� D� IRUPDO�� GRFXPHQWHG� ULVN� DVVHVVPHQW� SROLF\�
FRXOG�OHDG�WR�QRQ�FRPSOLDQFH�ZLWK�WKH�VXEUHFLSLHQW�PRQLWRULQJ�UHTXLUHPHQW��

4XHVWLRQHG�&RVWV��1RQH

,GHQWLILFDWLRQ� DV� D� 5HSHDW� )LQGLQJ�� LI� DSSOLFDEOH�� 6HH� ILQGLQJ� ��������� LQFOXGHG� LQ� WKH� 6XPPDU\�
6FKHGXOH�RI�3ULRU�$XGLW�)LQGLQJV��

5HFRPPHQGDWLRQ�� :H� UHFRPPHQG� SURJUDP� PDQDJHPHQW� GHYHORS� IRUPDO� SROLFLHV� DQG� SURFHGXUHV� WR�
HQVXUH�FRPSOLDQFH�ZLWK�)HGHUDO�UHTXLUHPHQWV��

9LHZV�RI�5HVSRQVLEOH�2IILFLDOV�DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ���6HH�3DUW�9,�&RUUHFWLRQ�$FWLRQ�3ODQ�
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7KLV� VHFWLRQ� FRQWDLQV� WKH� FXUUHQW� VWDWXV� RI� SULRU� DXGLW� UHFRPPHQGDWLRQV�� � 7KH� UHFRPPHQGDWLRQV� DUH�
UHIHUHQFHG� WR� WKH� SDJHV� RI� WKH� SUHYLRXV� DXGLW� UHSRUW� IRU� WKH� ILVFDO� \HDU� HQGHG� -XQH� ���� ������ GDWHG�
0DUFK�����������

5HFRPPHQGDWLRQV� 6WDWXV�

3DUW�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV�

��������� )LQDQFLDO�6WDWHPHQW�5HSRUWLQJ�

0DQDJHPHQW� VKRXOG� LPSOHPHQW� D� SURFHVV� WR�
UHFRQFLOH� WKH� FOHDQ� DLU� SHUPLW� IHHV� IURP� WKH�
SURJUDP�VFKHGXOH�WR�)$0,6��

'HYHORS� SURFHGXUHV� WR� UHYLHZ� SULRU� \HDU�
ILQDQFLDO� VWDWHPHQWV� DQG� GHWHUPLQH� ZKHWKHU�
YDULDQFHV� DQG� RWKHU� PDWHULDO� FKDQJHV� WR� WKH�
ILQDQFLDO� VWDWHPHQW� RI� WKH� \HDU� EHLQJ� DXGLWHG�
QHHG�IXUWKHU�UHYLHZ�EDVHG�RQ�UXOH�FKDQJHV��QHZ�
ODZV�RU�WKH�6WDWH¶V�RYHUDOO�EXVLQHVV�FOLPDWH�WKDW�
PD\� FRQWULEXWH� WR� WKH� YDULDQFHV� DQG� PDWHULDO�
FKDQJHV��

$FFRPSOLVKHG�� � 7KLV� ILQGLQJ� LV� QR� ORQJHU�
DSSOLFDEOH��
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5HFRPPHQGDWLRQV� 6WDWXV�

3DUW�,,�±�)LQDQFLDO�6WDWHPHQW�)LQGLQJV��FRQWLQXHG��

��������� 5HOLDQFH�RQ�7KLUG�3DUW\�&HUWLILFDWLRQV�

:H�UHFRPPHQG�WKDW�WKH�3URJUDP�LPSOHPHQW�D�
V\VWHPLF� SURFHVV� DQG� GLUHFW� 'HSDUWPHQW�
SHUVRQQHO� WR� RYHUVHH� GLVWULEXWRUV� DQG�
UHGHPSWLRQ� FHQWHUV�� LQFOXGLQJ� FRQGXFWLQJ�
UHJXODU� DXGLWV� RI� UHSRUWV� VXEPLWWHG� DQG�
SD\PHQWV� PDGH� E\� GLVWULEXWRUV� DQG� UHSRUWV�
VXEPLWWHG�IRU�GHSRVLW�UHIXQG�DQG�KDQGOLQJ�IHH�
UHTXHVWV�IURP�UHGHPSWLRQ�FHQWHUV��

,PSOHPHQW�D�FRPSUHKHQVLYH�DXGLWLQJ�IXQFWLRQ�
WKURXJK� ILOOLQJ� SRVLWLRQV� ZLWKLQ� WKH� 3URJUDP�
DQG� E\� RXWVRXUFLQJ� WKH� DXGLWLQJ� GXWLHV� WR� DQ�
LQGHSHQGHQW�SXEOLF�DFFRXQWLQJ�ILUP�RQ�DQ�³DV�
QHHGHG´�EDVLV��

1RW�DFFRPSOLVKHG���5HIHU�WR�ILQGLQJ�����������

3DUW�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��

��������� 7LPHO\�6XEPLVVLRQ�RI�)HGHUDO�)LQDQFLDO�5HSRUW�

:H� UHFRPPHQG� SURJUDP� PDQDJHPHQW� EH�
PRUH� GLOLJHQW� LQ� IROORZLQJ� LWV� SURFHGXUHV�
DQG� LQWHUQDO� FRQWUROV� UHODWHG� WR� FRQWUDFW�
FORVH�RXWV�DQG�WKH�GH�REOLJDWLRQ�RI�IXQGV�LQ�
RUGHU� WR� HQVXUH� FRPSOLDQFH� ZLWK� )HGHUDO�
UHTXLUHPHQWV��

7KUHH�PRQWKV�SULRU�WR�WKH�HQG�RI�HDFK�FRQWUDFW�
\HDU��OHWWHUV�QRWLI\LQJ�SURYLGHUV�DQG�FRQWUDFWRUV�
RI� LQYRLFH� GHDGOLQHV� DQG� WLPH� VXEPLWWDO� RI�
LQYRLFHV� ZLOO� EH� LVVXHG�� � $OFRKRO� DQG� 'UXJ�
$EXVH�'LYLVLRQ� LQWHQGV� WR�VXEPLW� WKH�)HGHUDO�
)LQDQFLDO�5HSRUW� GLUHFWO\� WR�6XEVWDQFH�$EXVH�
DQG�0HQWDO�+HDOWK�6HUYLFHV�$GPLQLVWUDWLRQ��

$FFRPSOLVKHG���7KLV�ILQGLQJ�LV�QR�ORQJHU�
DSSOLFDEOH�
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5HFRPPHQGDWLRQV� 6WDWXV�

3DUW�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��FRQWLQXHG��

��������� 0RQLWRULQJ�3URFHGXUHV�DQG�5LVN�$VVHVVPHQW�3URFHVV�

:H�UHFRPPHQG�WKDW�PDQDJHPHQW�HVWDEOLVK�
D� IRUPDO�� GRFXPHQWHG� ULVN� DVVHVVPHQW�
SROLF\� LQ� RUGHU� WR� VXSSRUW� ZKLFK�
VXEUHFLSLHQWV�DUH�FKRVHQ�DQG�KRZ� WKH\�DUH�
PRQLWRUHG�� � :H� DOVR� UHFRPPHQG� WKDW�
PDQDJHPHQW� IROORZ� LWV� GRFXPHQWHG�
PRQLWRULQJ�SURFHGXUHV��

,PSOHPHQW� D� ULVN� DVVHVVPHQW� SROLF\� DQG�
HQIRUFH�WKH�SURJUDP¶V�GRFXPHQWHG�SURFHGXUHV��

1RW� DFFRPSOLVKHG�� �5HIHU� WR� ILQGLQJ� �����
�����

��������� &DVK�0DQDJHPHQW�

:H� UHFRPPHQG� WKDW� WKH�'HSDUWPHQW�ZRUN�
ZLWK� '$*6� DQG� %	)� WR� HQVXUH� WLPHO\�
GLVEXUVHPHQW� RI� IHGHUDO� IXQGV� LQ�
DFFRUGDQFH�ZLWK����&)5������

7KH�6WDWH�KDV�EHHQ�ORRNLQJ�DW�LWV�SURFHVVHV�IRU�
PDQDJLQJ� IHGHUDO� DZDUGV� DQG� LV� WDNLQJ� VWHSV�
WRZDUGV�DGGUHVVLQJ� WKH� LVVXHV� UHODWLQJ� WR�FDVK�
PDQDJHPHQW���7KLV�DIIHFWV�DOO�6WDWH�DJHQFLHV�LQ�
WKH� ([HFXWLYH� %UDQFK� WKDW� UHFHLYH� )HGHUDO�
DZDUGV� DQG� '2+� LV� ZDLWLQJ� IRU� WKH� 6WDWH� WR�
SURYLGH� JXLGDQFH� DQG� FKDQJHV� WR� SURFHVV���
2QFH� JXLGDQFH� DQG� SURFHVVHV� DUH� UHFHLYHG�
IURP� WKH�6WDWH�2IILFH� RI�%XGJHW� DQG�)LQDQFH�
�%	)��� '2+� ZLOO� ZRUN� WR� FRPSO\� ZLWK� WKH�
UHTXLUHPHQWV��

1RW� DFFRPSOLVKHG�� �5HIHU� WR� ILQGLQJ� �����
�����
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3DUW�,,,�±�)HGHUDO�$ZDUG�)LQGLQJV�DQG�4XHVWLRQHG�&RVWV��FRQWLQXHG��

��������� 0RQLWRULQJ�3URFHGXUHV�DQG�5LVN�$VVHVVPHQW�3URFHVV�

:H� UHFRPPHQG� SURJUDP� PDQDJHPHQW�
GHYHORS� IRUPDO� SROLFLHV� DQG� SURFHGXUHV� WR�
HQVXUH� FRPSOLDQFH� ZLWK� )HGHUDO�
UHTXLUHPHQWV��

'HYHORS� DQG� LPSOHPHQW� GRFXPHQWHG� SROLFLHV�
IRU� VXEUHFLSLHQW�PRQLWRULQJ�DQG�D� IRUPDO� ULVN�
DVVHVVPHQW�SROLF\�

1RW� DFFRPSOLVKHG�� �5HIHU� WR� ILQGLQJ� �����
����
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DAVID Y. IGE 
GOVERNOR OF HAWAII 

Mr. Leslie H. Kondo, State Auditor 
Office of the Auditor, State of Hawaii 
465 S. King Street, Room 500 
Honolulu, Hawaii 96813 

STATE OF HAWAII 
DEPARTMENT OF HEALTH 

P. 0 . BOX 3378 
HONOLULU, HI 96801-3378 

March 25, 2020 

BRUCE S. ANDERSON, Ph.D. 
OIRECTOR OF HEAL TH 

In reply, please refer to: 
File: 

ASO-F /20-317 

Subject: Response to Draft Report "Financial Audit of the Department of Health, State 
of Hawaii, for the Fiscal Year Ended June 30, 2019". 

Dear Mr. Kondo: 

Attached are the Department of Health's comments of the audit findings for the above mentioned 
audit of the Department of Health. 

We appreciate the opportunity to comment on the report. 

Attachment 

Sincerely, 

~~ 
Bruce S. Anderson, Ph.D. 
Director of Health 
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Financial Statement Findings 
Fiscal Year 19 Audit 

Finding No.: 2019-001 Financial Statement Reporting-Deposit Beverage Container Program 
Type of Finding: Material Weakness 

Corrective Action: 

As noted in the Fiscal Year (FY) 2019 audit, staff turnover was recognized as a contributor to 
this financial reporting material weakness. The supervisor responsible for managing the Office 
of Solid Waste Management (OSWM), which oversees the Deposit Beverage Container (DBC) 
Program, resigned in mid-June 2019. In addition, only three positions of the six-person DBC 
Program accounting section was filled at that time, and one of the three hadn't completed her 
six-month probationary period. The DBC Program's accounting section lacked the supervision, 
personnel, and experience to adequately and accurately manage the DBC Program's financial 
reporting duties. 

Since the FY19 audit was published, OSWM filled its supervisor vacancy. The DBC Program also 
added another Account Clerk II, recently selected a candidate to fill its vacant Accountant IV 
position and began the process to fill its Accountant -Ill vacancy. With both Accountant positions 
filled, the DBC Program anticipates having just one remaining vacancy (Account Clerk II) in its 
accounting section. 

With a (nearly) full accounting section and a supervisor in place, OSWM expects that it will 
meet all financial reporting requirements correctly, and in a timely manner, in FY20. 

Person(s) Responsible: Name/Position Title/Program: 
Michael Burke/Solid Waste Management Coordinator/Office of Solid Waste Management 

Anticipated Date of Completion: June 2020 
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Financial Statement Findings 
Fiscal Year 19 Audit 

Finding No. 2019-002: Reliance on Third Party Certifications 
Type of Finding: Significant Deficiency 

Corrective Action: 

OSWM is currently drafting a Request for Proposals (RFP) to solicit compliance monitoring or 
audit assistance of the DBC Program's certified redemption centers. With the Director's 
approval to RFP, the DBC Program will release this RFP by the end of Fiscal Year (FY) 2020 (June 
30, 2020). Award and contract execution are expected to be completed by the middle of FY21 
(December 31, 2020). 

The DBC Program will then release an RFP to solicit compliance monitoring or audit assistance 
of the DBC Program's distributors by the end of FY21 (June 30, 2021), with award and contract 
execution expected to be completed by the middle of FY22 (December 31, 2021). 

Selection of certified redemption centers and distributors will each be made using a risk-based 
analysis, as suggested by the State Auditor. The DBC Program anticipates that securing these 
services will address the audit's finding by independently monitoring the certified redemption 
centers and distributors to ensure compliance and reduce the reliance on third-party 
certifications. 

Person(s) Responsible: Name/Position Title/Program : 
Michael Burke/Solid Waste Management Coordinator/Office of Solid Waste Management 

Anticipated Date of Completion: December 2021 
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Financial Statement Findings 
Fiscal Year 19 Audit 

Finding No.: 2019-03 Monitoring Procedures and Risk Assessment Process 
Federal Agency: Department of Health and Human Services (DHHS) 
CFDA No: 93.959 
Requirement: 
Type of Finding: 
Program: 
Federal Award No. 

and Year: 

Corrective Action: 

Subrecipient Monitoring 
Material Weakness 
Block Grants for Prevention and Treatment of Substance Abuse 

3808TI010015-17 
3808TI010015-18 

10/01/2016-09/30/2018 
10/01/2017-09/30/2019 

The program recognizes that one provider's Financial Statement and Single Audit Report was 
not reviewed in a timely manner due to lack of personnel resources. 

The program began taking action towards a solution that will have the provider and contractor 

Financial Statements and Single Audit Reports reviewed within thirty days of receipt. Three 

months prior to the end of each contract year, letter notifying providers and contractors of 

submitting required reports will be issued. Upon receipt, checklist will be completed and 

submitted to the Administrative Officer for final review and approval. 

Person(s) Responsible: Name/Position Title/Program: 
Janelle Saucedo/ADAD Administrator/ADAD and Melanie Muraoka/Administrative Officer 
/ADAD 

Anticipated Date of Completion: 
Next Financial Audit for the Period Ending June 30, 2020 for the Department of Health 

\ 
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Financial Statement Findings 
Fiscal Year 19 Audit 

Finding No.: 2019-004 
Federal Agency: 
CFDA No. 
Requirement: 
Type of Finding: 
Program: 

Federal Award No. 
and Year: 

Corrective Action: 

Cash Management 
Department of Health and Human Services (DHHS) 
93.268, 93.757, and 93.959 
Cash Management 
Material Noncompliance and Material Weakness 
Immunization Cooperative Agreements 
State and Local Public Heath Actions to Prevent Obesity, 
Diabetes, Heart Disease and Stroke 
Block Grants for Prevention and Treatment of Substance Abuse 

6NH231P000721-05 
NU58DP005502 
3B08TI010015-17 
3B08TI010015-18 

04/01/2017-06/30/2019 
09/30/2017-09/29/2018 
10/02/2016-09/30/2018 
10/01/2017-09/30/2019 

The audit finds that the drawdown of funds for fe'deral awards are not in compliance with 2 CFR 

200.305(b) that requires disbursement of federal funds as close as administratively possible to 

DOH's disbursement for the federal award programs. As mentioned in the previous Financial 

Audit of the Department of Health, State of Hawaii, For the Fiscal Year Ending June 30, 2018, 

Reference No. 2018-004, Cash Management (Material Weakness), the State's requirement for 

disbursing the drawdown of funds is a very cumbersome process. The State Department of 

Budget and Finance (B&F) validates the deposits recorded in the State's Financial Accounting 

Management and Information System (FAMIS) done by the State Department of Accounting 

and General Services (DAGS). The processes for obtaining validation and posting to the FAMIS 

take approximately 5 to 10 days and it is only when these processes are secured, can DOH 

disburse the funds to vendors. This process affects all State agencies that receive federal 

funding. Memo No. 20-02 from the State of Hawaii, Department of Budget and Finance, dated 

January 30, 2020 establishes the standard for the State's "Administratively Feasible Time 

Period" for cash drawdowns from the U.S. Treasury. Per the memo, the "Administratively 

Feasible Time Period" for Summary Warrant Vouchers (SWV) and Payroll are 21 calendar days 

and 15 calendar days, respectively. Please see the attached B&F memo for additional 

information. 

Person Responsible: 

State of Hawaii, Department of Budget and Finance (B&F) 
State of Hawaii, Department of Accounting and General Services (DAGS) 

Anticipated Date of Completion: N/A 
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Attachment to Finding No. 2019-004 Cash Management 

OAVUJ V.IG~ 
GOVERNOR 

STATE OF HAWAl'I 
DEPARTMENT OF BUDGET AND FINANCE 

P.O. BOX 150 
HONOLULU, HAWAl"I 96810-0150 

January 30, 2020 

CRAIG K. HIRAI 
DIRECTOR 

ROBERT YU 
DEPUTY DIRt:CTOR 

FINANCE MEMORANDUM MEMO NO. 20-02 

To: All Department Heads 

From: Craig K. Hirai 
Director of Finance 

Subject: Cash Management Requirement for Federal-State Fund Transfers subject to 31 CFR 
205 Subpart B - "Rules Applicable to Federal Programs Not Included in a Treasury
State Agreement" 

The purpose of this memorandum is to establish a standard for the State's • Administratively 
Feasible Time Period", terminology that is included in the cash management requirements for 
federal assistance programs subject to 31 CFR 205 Subpart B- "Rules Applicable to Federal 
Programs Not included in a Treasury-State Agreement". 

"Administratively Feasible Time Period" is the average number of days it takes for a department 
to drawdown cash from the U.S. Treasury and expend the cash in the State's accounting 
system (FAMIS). Federal requirement states that cash drawdown must be "as close as is 
administratively feasible" to cash outlay. 

The Department of Budget and Finance's best estimate for the State's "Administratively 
Feasible Time Period" is noted below: 

Type of Expendjture 
Summary Warrant 

Voucher 
Payroll 

Average Number of Days to Complete Transaction {"Time Period") • 
21 calendar days 

15 calendar days 

• The average number of transacUon days was arrived at using FAMIS 
data when available or estimates to complete a transaction following 
established state procedures when data was not available. 

As an alternative to this state standard, departments may determine their own 'administratively 
feasible' time period standard based on their unique departmental internal procedures. 
Departments that elect to do this should document the basis for their "administratively feasible 
time period" standard and issue the results by memorandum internally aa:id to Budget and 
Finance. 

Attached is a Frequently Asked Questions (FAQ) that provides additional details on this subject. 

Should you have any questions, please contact Mark Anderson at 586-3035 or 
mark.k.anderson@hawaii.gov. 

c: Mark Anderson, Dept. of Budget & Finance, Office of Federal Awards Management 
Lenora Fisher, Dept. of Accounting & General Services 

No. 1 Capitol District Bulldlng, 250 S. Hotel Stteet, Honolulu, Hawaii 96813 
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Attachment to Finding No. 2019-004 Cash Management 

FREQUENTLY ASKED QUESTIONS {FAQs} 

What are the U.S. Treasury's cash management requirements for federal award 
recipients? 

Regulations that govern the transfer offunds from the federal government are codified In "31 
CFR Part 205- Rules and Procedures for Efficient Federal-State Funds Transfers, Final 
Rule". There are two parts to the rule: 

1. Subpart A-Rules Applicable to Federal Assistance Programs included in a Treasury
State Agreement 
• A T reasury-State Agreement is negotiated between the State and the U.S. Treasury 

after the close of every State fiscal year. The State of Hawaii's Treasury-State 
Agreements are posted.at http:/lfederalawards.hawaii.qov/sga/ 

• "Section 4.0 Programs Covered" of the TSA lists the major assistance CFDA 
programs (large dollar programs) that are "covered" in the agreement. 

• A "funding technique" describes how the federal fund transfer will take place for each 
major assistance program. 
Rules for Subpart A programs are codified in 31 CFR 205, Subpart A . 
https://ecfr.io/Title-31/pt31.2.205#sp31 .2.205.a 

2. Subpart B-Rules Applicable to Federal Assistance Programs not included in a Treasury-
State Agreement 

Federal programs NOT covered in the current Treasury-State Agreement are subject 
to the regulations in 31 CFR 205, Subpart B, §205.33. 
https://ecfr.io/Title-31 /pt31 .2.205#sp31 .2,205.b 

When is an award a "Subpart sn program? 

Any program that is not listed in the current Treasury-State Agreement is a "Subpart B" 
program. If you have a question about whether an award is a Subpart B program, please 
contact the Office of Federal Awards Management at 586-3035. 

What is meant by "administratively feasible" time period? 

The terminology "administratively feasible" is referenced in 31 CFR 205, Subpart B 
which states: "A State must minimize the time between the drawdown of Federal funds 
from the Federal government and their disbursement for Federal program purposes. A 
Federal Program Agency must limit a funds transfer to a State to the minimum amounts 
needed by the State and must time the disbursement to be in accord with the actual, 
immediate cash requirements of the State in carrying out a Federal assistance program 
or project. The timing and amount of funds transfers must be as close as Is 
admlnlstratively feasible to a State's actual cash outlay for direct program costs 
and the proportionate share of any allowable Indirect costs." 

We interpret the sentence "the timing and amount of funds transfers must be as is 
administratively feasible to a State's actual cash outlay" to mean that: 

1. The 'administratively feasible' time period are the number of days that it takes to 
complete all necessary administrative tasks to drawdown and make funds available 
in the state's accounting system in time to make a payment. 

2 . The draw down should be limited to the amount needed to make a payment. 
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What Is the purpose of establlshlng a standard to define the State's "Admlnlstratlvely 
Feasible Time Period"? 

A standard serves two purposes: (1) to provide a guideline for state grant managers ta 
time the drawdawn of federal funds In order to comply with federal cash management 
requirements for awards subject to 31 CFR 205 Subpart B (2) to provide auditors with a 
state standard to assess whether an award has met the 'administratively feasible' 
standard. 

How was the State's "Administratively Feasible Time Period" determined? 

A timelina consisting of three periods was established. The calendar days for each 
period was determined using data from the State's accounting system (FAMIS) when 
available and estimates to complete a transaction following estabilshed state and 
departmental procedures. 

Timellne for Federal.State Fund Transfers 
Type of Drawdownto Disbursement Department-level TOTAL DAYS 
Expenditure Posting of (Posting administrative 

Revenue In Expenditure In tasks 
FAMIS FAMISl 

Summary Warrant 6. 78 calendar 7 calendar days 7 calendar days 21 calendar days 
Vouchers davs 
Payroll 6. 78 calendar 1 calendar day 7 calendar days 15 calendar days 

davs 
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Financial Statement Findings 

Fiscal Year 19 Audit 

Finding No.: 2019-005 
Federal Agency: 
CFDA No: 
Requirement: 
Type of Finding: 
Program: 

Federal Award No. 
and Year: 

Corrective Action: 

Monitoring Procedures and Risk Assessment Process 
Department of Health and Human Services (DHHS) 
93.757 
Subrecipient Monitoring 
Material Weakness 
State and Local Public Health Actions to Prevent Obesity, 

Diabetes, Heart Disease and Stroke 

NU58DEP005502 09/30/2014-09/30/2018 

The program recognizes the lack of documented policies and procedures and a formal, 
documented risk assessment policy. We understand that the lack of documented policies and 
procedures and a formal, documented risk assessment policy could lead to non-compliance 
with the subrecipient monitoring requirement. 

The program has had significant turnover in personnel which has prolonged the completion of 
the documented policies and procedures. The program acknowledges that it is a repeat finding 
and considers it as a top priority to ensure compliance with Federal requirements. 

Attached are the draft documents created as of March 19, 2020. We will continue to work on 
finalizing and implementing the formal, documented risk assessment policies and procedures. 

Person(s) Responsible: Name/Position Title/Program: 
Sayuri Sugimoto 
Administrative Officer 
Chronic Disease Prevention and Health Promotion Division 

Anticipated Date of Completion: December 31, 2020 
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CHRONIC DISEASE PREVENTION & HEAL TH PROMOTION DIVISION 
POLICY AND PROCEDURE MANUAL 

SUBJECT: 
Risk Assessment Management of Subrecipient 

PURPOSE: 
To establish policy and procedures for the Chronic Disease Prevention & Health 
Promotion Division's (CDPHPD) risk assessment management of any subrecipient 
receiving federal funds. 

DEFINITION: 

Risk is defined as an uncertain outcome (positive or negative) that may affect the 
course of a procurement exercise at a future date. 

Risk assessment is the effort of identifying and analyzing potential (future) events that 
may negatively impact individuals, assets, and/or the environment and making 
judgements on how much tolerance for risk can be taken in these events. 

Risk Management is the forecasting and evaluation of financial risk together with the 
identification of procedures to avoid or minimize their impact. 

Pass-Through Entity is a non-federal entity that provides a subaward to a subrecipient 
to carry out part of a federal program. 

Subrecipient is a non-federal entity that receives a subaward from a pass-through 
entity to carry out part of a federal program; but does not include an individual that is a 
beneficiary of such program. A subrecipient may also be a recipient of other federal 
awards directly from a federal awarding agency. 

POLICY: 

1. The CDPHPD, a Pass-Through Entity, shall conduct a risk assessment of any 
subrecipient or contractor receiving federal funds for the purpose of assessing 
the probability of risk and their potential impact. 

2. The pre-award assessment shall include CDPHPD's evaluation of any 
subrecipient or contractor on their experience with similar awards, whether there 
have been significant changes in personnel or systems, and results of previous 
financial audits that may have been done. In addition, CDPHPD employees are 
required to conduct a pre-award risk assessment questionnaire to determine the 
risk a subrecipient or contractor poses to meet federal requirements by 
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considering issues such as financial instability, insufficient management systems, 
non-compliance with award conditions, the charging of unallowable costs, and 
inexperience. Determination of any weaknesses identified may then require 
additional terms and conditions be included in the subaward agreement. 

3. CDPHPD employees shall evaluate the subrecipient or contractor's risk of 
noncompliance with federal statutes, regulations, and the terms and conditions of 
the subaward for purposes of determining the appropriate monitoring. Monitoring 
ensures that the subaward is used for authorized purposes, remains in 
compliance with federal statues, regulations, and the terms and conditions of the 
subaward; and that subaward performance goals are achieved. 

4. CDPHPD employees are required to continuously monitor the subrecipient or 
contractor on keeping up with the agreed upon timetable and reviewing invoices 
that are submitted timely and are an accurate reflection of the work being done. 
In addition, CDPHPD employees are required to keep detailed records of 
communications regarding unsatisfactory performance by the subrecipient or 
contractor and report any unsatisfactory performance or non-compliance 
promptly. 

5. CDPHPD employees are required to conduct onsite visits to determine the status 
of project goals, objectives, and activities from a programmatic and financial 
perspective. 

6. CDPHPD employees are required to determine whether the results of 
subrecipient or contractor audits, onsite reviews, or other monitoring activity 
indicate conditions that necessitate adjustments to the contract and or imposing 
specific conditions upon a subrecipient or contractor, where appropriate. 

PROCEDURE: 

1. To adequately evaluate the risk of any subrecipient or contractor receiving 
federal funds, the subaward agreement should contain, but not limited to, the 
following: 

a. Statement of work 
b. Price and budget 
c. Period of performance 
d. Federal award description, including CFDA#, award identification (FAIN) 

and date of award 
e. Subrecipient name and DUNS number 
f. Program and financial reporting requirements 
g. Monitoring and audit requirements 
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2. CDPHPD employees shall conduct" a pre-award risk assessment to determine 
the risk an applicant poses to meeting federal programmatic and administrative 
requirements. The risk assessment will include a Pre-Award Questionnaire Form 
(Attachment A) to be completed by the subrecipient or contractor. 

3. To ensure each subrecipient or contractor is using the subaward for authorized 
purposes, in compliance with federal statutes, regulations, and the terms and 
conditions of the subaward, and that subaward performance goals are achieved, 
CDPHPD employees shall monitor the subrecipient or contractor by completing 
the Monitoring Report Form (Attachment B). 

4. To adequately monitor a subrecipient or contractor, CDPHPD employees shall 
keep track of agreed upon timetables, review invoices, and communicate reports 
of any unsatisfactory performance or non-compliance by the subrecipient or 
contractor promptly. 

5. To effectively monitor risk, CDPHPD employees shall conduct onsite visits at the 
subrecipient or contractor's respective location and complete the Onsite Visit 
Form (Attachment C) to determine project goals, objectives, and activities from a 
programmatic and financial perspective. 

6. To effectively manage risk, CDPHPD employees shall review audits, on-site 
reviews, and other monitoring activity to determine any corrective action for the 
subrecipient or contractor. 

ATTACHMENTS: 
A. Attachment A, CDPHPD Risk Assessment Questionnaire 
B. Attachment B, CDPHPD Monitoring Report Form 
C. Attachment C, CDPHPD Onsite Visit Form 
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Subaward Monitoring 
Site Visit Worksheet 

Instructions: Each site visit should be documented using this worksheet. The monitor should indicate the reasons 
for the site visit, whether planned or unannounced, review data prior to the visit, and note any issues identified during 
the visit. If problems are noted, then this worksheet should be used to prepare a report to the monitor's supervisor for 
action. 

Le al Name of Subrecipient: 
Federal Contract: 
Date: 
Location: 
Monitor Name: 
Reason for Visit: 

Actions Taken 

Notify subrecipient point of contact 

Discuss objectives for visit. including 
document s to review 
Review subaward file 
Determine issues to discuss 

Announced Visit 

Actions Taken 

Conduct entrance discussion with 
officials 
Observe ro·ect activities 
Review program and financial records 
see followin es ror clleeklfst 

1. Com are to submitted re orts 
2. Document differences 

Other 
Issues for Follow-up: 

Were Actions 
Com leted? 

Contract#: 
Title of Federal Award: 
Time: 

Actions Taken 

Define objectives of visit, including 
documents to review 

Review subaward file 

Determine issues to discuss 

During Site Visit 

Were Actions 
Com leted? 

Unannounced Visit 

Actions Taken 

Conduct entrance discussion with 
officials 
Observe ro·ect activities 
Review program and financial records 
see follOWi es for clleckliSt 

1. Com are to submitted re rts 
2. Document differences 

Other 

Were Actions 
Com leted? 

Were Actions 
Com leted? 
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Subaward Monitoring 
Site Visit Worksheet 

Site Visit Financial Records Review Checklist 
1. Internal Controls Yes 
All expenditures made under grant are approved by the 
grantee program manager or someone who is familiar with 
the approved grant application and with the cost principles (A-
87 and A-122). 
The grantee program manager approves only those 
expenditures that are: for activities approved in the budget 
and are anowable under the cost principles. 
Controls are in place that insure grant funds are available 
sufficient to cover exoenditures. 
There is an accountino record for each grant received. 
Expenditures are posted to the accounting record as they 
occur. 
The accounting record tracks expenditures against the 
aooroved budaet. 
Post-award changes in a grant budget have been ·approved 
by the funding agency and the budget has been adjusted in 
the accounting record. 
Reouired reoorts are filed within the established time frames. 
Documentation sufficient to determine the nature of grant 
expenditures and their allowability is kept as a part of the 
financial record. 
2. Use of Grant Funds 
Grant funds are not used to purchase land or buildings or 
improve land or buildings unless there is prior approval from 
the funding agency and it is allowable under grant terms. 
Special purpose equipment (an artide costing more than 
$5,000) that is required to address specific grant objectives 
and that has been purchased with grant funds has been 
purchased in accordance with organizational policy insuring 
competitive prices. 
Grant funds are not used lo purchase general purpose 
equipment (arlides costing more than $5,000 and used for 
the general functions of the organization) such as office 
equipment and furnishings, telephone networks, information 
technology equipment and systems, air conditioning. 
reproduction and printing equipment and motor vehicles 
unless it is specifically identified as an allowable expenditure 
or there is orior aooroval from the awardino aoencv. 
If the grantee passes funds on to another organization, it is 
clear that it sub-orants these funds. 
A sub-grant award is on file that clearly identifies the activities 
supported by the subgrant, a budget, the assurances/ 
requirements that accompany federal funds, and payment 
provisions. 
The grantee monitors its sub-grantee for compliance with the 
conditions of the sub-grant award. 
3. Supplies and Materials 
Supplies and materials are charged to the grant in allowable 
fashion as approved in the budget. 
Only supplies and materials actually used for the grant 
objectives are charged as direct costs 
Supplies and materials are charged at their actual prices net 
any annlicable credits. 

No Comments 



���

Attachment to Finding No. 2019-005 Monitoring Procedures and Risk Assessment Process 

Subaward Monitoring 
Site Visit Worksheet 

4. Eauioment lnventorv Yes 
Controls are in place to protect assets acquired with grant 
funds. 
Property/ equipment records are maintained that include a 
description, serial number, source, and acquisition cost and 
date. 
An inventory, up-dated within the last year, exists of 
equipment purchased with grant funds that includes the 
property record, its location, condition, and. if it was disposed 
of the sale price or its fair market value. 
Control systems are in place to prevent loss, damage, or 
theft. 
Adequate maintenance procedures keep the property in good 
condition. 
5. Services and Reimbursable Costs 
Only allowable services supporting grant objectives are 
charged as direct costs of the grant as approved in the 
budget 
The costs for travel, meals, conferences, training, and other 
incidental costs conform to cost principles and the 
organization's policies limiting these costs. Documentation 
includes the content of the event to which these costs are 
incidental and participants. 
Travel costs, including transportation, lodging, subsistence, 
and other costs associated with travel status, are charged to 
the grant when travel is essential for carrying out grant 
objectives and when costs do not exceed charges allowed by 
the oroanization in its normal operations. 
Only memberships, subscriptions, and professional activities 
related to grant objectives are charaed to the arant. 
Costs identified as unaUowable by federal circular, statute, 
regulation, or prohibited by the grant agreement are not 
charaed to the arant. 
6. Records Retention 
Financial records, supporting documents, statistical records, 
and all other records pertinent to grant are retained for a 
period of three years after the submission of the final 
expenditure report, the required annual reports, or the record 
was used in response to an audit findina 
Site Visit Program Records Review Checklist 

list Docwnents Reviewed 
1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

No Comments 

Comments 
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