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7KH�&RRSHU�+HDOWK�6\VWHP�

&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
DQG�6XSSOHPHQWDU\�,QIRUPDWLRQ�

<HDUV�(QGHG�'HFHPEHU����������DQG������

&RQWHQWV�

5HSRUW�RI�,QGHSHQGHQW�$XGLWRUV���������������������������������������������������������������������������������������������������������

$XGLWHG�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�

&RQVROLGDWHG�%DODQFH�6KHHWV��������������������������������������������������������������������������������������������������������������
&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DQG�&KDQJHV�LQ�1HW�$VVHWV��������������������������������������������������
&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV���������������������������������������������������������������������������������������������
1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV���������������������������������������������������������������������������������������

6XSSOHPHQWDU\�,QIRUPDWLRQ�

&RQVROLGDWLQJ�%DODQFH�6KHHW�������������������������������������������������������������������������������������������������������������
&RQVROLGDWLQJ�6WDWHPHQW�RI�2SHUDWLRQV�DQG�&KDQJHV�LQ�1HW�$VVHWV�������������������������������������������������
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5HSRUW�RI�,QGHSHQGHQW�$XGLWRUV�

%RDUG�RI�7UXVWHHV�
7KH�&RRSHU�+HDOWK�6\VWHP�

:H� KDYH� DXGLWHG� WKH� DFFRPSDQ\LQJ� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� RI� 7KH� &RRSHU� +HDOWK�
6\VWHP��ZKLFK�FRPSULVH�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�DV�RI�'HFHPEHU����������DQG�������DQG�
WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FKDQJHV�LQ�QHW�DVVHWV�DQG�FDVK�IORZV�IRU�WKH�
\HDUV�WKHQ�HQGHG��DQG�WKH�UHODWHG�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

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

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

$XGLWRU¶V�5HVSRQVLELOLW\�

2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLWV��:H�
FRQGXFWHG�RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�DXGLWLQJ�VWDQGDUGV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV��
7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLW�WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�
ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI�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�RSLQLRQ��

A member firm of Ernst & Young Global Limited 
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2SLQLRQ

,Q�RXU�RSLQLRQ��WKH�ILQDQFLDO�VWDWHPHQWV�UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��
WKH�FRQVROLGDWHG�ILQDQFLDO�SRVLWLRQ�RI�7KH�&RRSHU�+HDOWK�6\VWHP�DW�'HFHPEHU����������DQG�������
DQG�WKH�FRQVROLGDWHG�UHVXOWV�RI�LWV�RSHUDWLRQV�DQG�FKDQJHV�LQ�QHW�DVVHWV�DQG�LWV�FDVK�IORZV�IRU�WKH�
\HDUV�WKHQ�HQGHG�LQ�FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��

$GRSWLRQ�RI�$68�1R� ���������/HDVHV

$V�GLVFXVVHG�LQ�1RWH���WR� WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�� WKH�+HDOWK�6\VWHP�FKDQJHG�LWV�
PHWKRG�RI�DFFRXQWLQJ�IRU�OHDVHV�DV�D�UHVXOW�RI�WKH�DGRSWLRQ�RI� WKH�DPHQGPHQWV�WR�WKH�)LQDQFLDO�
$FFRXQWLQJ� 6WDQGDUGV� %RDUG� $FFRXQWLQJ� 6WDQGDUGV� &RGLILFDWLRQ� UHVXOWLQJ� IURP� $FFRXQWLQJ�
6WDQGDUGV�8SGDWH�1R�����������Leases��HIIHFWLYH�-DQXDU\����������2XU�RSLQLRQ� LV�QRW�PRGLILHG�
ZLWK�UHVSHFW�WR�WKLV�PDWWHU��

6XSSOHPHQWDU\�,QIRUPDWLRQ�

2XU�DXGLWV�ZHUH�FRQGXFWHG�IRU�WKH�SXUSRVH�RI�IRUPLQJ�DQ�RSLQLRQ�RQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV� DV� D� ZKROH�� 7KH� FRQVROLGDWLQJ� EDODQFH� VKHHW� DV� RI� 'HFHPEHU����� ������ DQG�
FRQVROLGDWLQJ� VWDWHPHQW� RI� RSHUDWLRQV� DQG� FKDQJHV� LQ� QHW� DVVHWV� IRU� WKH� \HDU� WKHQ� HQGHG�� DUH�
SUHVHQWHG� IRU� SXUSRVHV� RI� DGGLWLRQDO� DQDO\VLV� DQG� DUH� QRW� D� UHTXLUHG� SDUW� RI� WKH� FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV��6XFK�LQIRUPDWLRQ�LV�WKH�UHVSRQVLELOLW\�RI�PDQDJHPHQW�DQG�ZDV�GHULYHG�IURP�
DQG�UHODWHV�GLUHFWO\�WR�WKH�XQGHUO\LQJ�DFFRXQWLQJ�DQG�RWKHU�UHFRUGV�XVHG�WR�SUHSDUH�WKH�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV��7KH�LQIRUPDWLRQ�KDV�EHHQ�VXEMHFWHG�WR�WKH�DXGLWLQJ�SURFHGXUHV�DSSOLHG�LQ�WKH�
DXGLWV� RI� WKH� FRQVROLGDWHG� 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� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� RU� WR� WKH� FRQVROLGDWHG� ILQDQFLDO�
VWDWHPHQWV� WKHPVHOYHV�� DQG� RWKHU� DGGLWLRQDO� SURFHGXUHV� LQ� DFFRUGDQFH�ZLWK� DXGLWLQJ� VWDQGDUGV�
JHQHUDOO\� DFFHSWHG� LQ� WKH�8QLWHG� 6WDWHV�� ,Q� RXU� RSLQLRQ�� WKH� LQIRUPDWLRQ� LV� IDLUO\� VWDWHG� LQ� DOO�
PDWHULDO�UHVSHFWV�LQ�UHODWLRQ�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DV�D�ZKROH��

���
$SULO����������

A member firm of Ernst & Young Global Limited 
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7KH�&RRSHU�+HDOWK�6\VWHP�

&RQVROLGDWHG�%DODQFH�6KHHWV�
(In Thousands) 

� 'HFHPEHU����
� ����� �����
$VVHWV� � �
&XUUHQW�DVVHWV�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� �������� �� ��������
&XUUHQW�SRUWLRQ�RI�DVVHWV�OLPLWHG�DV�WR�XVH� ������� �������
3DWLHQW�DFFRXQWV�UHFHLYDEOH��QHW� �������� ��������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV� ������� �������

7RWDO�FXUUHQW�DVVHWV� �������� ��������
�� � �
$VVHWV�OLPLWHG�DV�WR�XVH�� � �
,QWHUQDOO\�GHVLJQDWHG�E\�%RDUG�RI�7UXVWHHV� �������� ��������
([WHUQDOO\�GHVLJQDWHG�IRU�GRQRU�SXUSRVHV� ������� �������
([WHUQDOO\�GHVLJQDWHG�XQGHU�GHEW�DJUHHPHQWV��QHW�RI�
FXUUHQW�SRUWLRQ� ������ ������

([WHUQDOO\�GHVLJQDWHG�±�HVFURZ�DJUHHPHQW� ������� �������
'HVLJQDWHG�XQGHU�VHOI�LQVXUDQFH�SURJUDPV��QHW�RI�
FXUUHQW�SRUWLRQ� ������� �������

$VVHWV�OLPLWHG�DV�WR�XVH��QHW�RI�FXUUHQW�SRUWLRQ� �������� ��������
�� � �
3URSHUW\��SODQW��DQG�HTXLSPHQW��QHW� �������� ��������
2SHUDWLQJ�OHDVH�DVVHWV��QHW� ������� ±�
2WKHU�DVVHWV��QHW� ������� ������
1RWHV�UHFHLYDEOH� ±� �������
�� � �
�� � �
�� � �
�� � �
7RWDO�DVVHWV� �� ���������� �� ����������
�
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�

�
 

� 'HFHPEHU����
� ����� �����
/LDELOLWLHV�DQG�QHW�DVVHWV� � �
&XUUHQW�OLDELOLWLHV�� � �
$FFRXQWV�SD\DEOH� �� ������� �� �������
$FFUXHG�H[SHQVHV� �������� ��������
&XUUHQW�SRUWLRQ�RI�HVWLPDWHG�VHWWOHPHQWV�GXH�WR��
WKLUG�SDUW\�SD\RUV� ���� ����

&XUUHQW�SRUWLRQ�RI�VHOI�LQVXUHG�UHVHUYHV� ������� �������
&XUUHQW�SRUWLRQ�RI�ORQJ�WHUP�GHEW� ������ ������
&XUUHQW�SRUWLRQ�RI�RSHUDWLQJ�OHDVH�OLDELOLW\� ������� ±�
/LQH�RI�FUHGLW�DGYDQFHV� ������� ������

7RWDO�FXUUHQW�OLDELOLWLHV� �������� ��������
�� � �
(VWLPDWHG�VHWWOHPHQWV�GXH�WR�WKLUG�SDUW\�SD\RUV��QHW�RI�
FXUUHQW�SRUWLRQ� ������� ������

$FFUXHG�UHWLUHPHQW�EHQHILWV� ������� �������
6HOI�LQVXUHG�UHVHUYHV��QHW�RI�FXUUHQW�SRUWLRQ� ������� �������
/RQJ�WHUP�GHEW��QHW�RI�FXUUHQW�SRUWLRQ� �������� ��������
2SHUDWLQJ�OHDVH�OLDELOLW\��QHW�RI�FXUUHQW�SRUWLRQ� ������� ±�
'HIHUUHG�UHYHQXH�DQG�RWKHU�OLDELOLWLHV� ������� �������
1RWHV�SD\DEOH� ±� �������
7RWDO�OLDELOLWLHV� �������� ��������
�� � �
1HW�DVVHWV�� � �
:LWKRXW�GRQRU�UHVWULFWLRQV� �������� ��������
:LWK�GRQRU�UHVWULFWLRQV� ������� �������

7RWDO�QHW�DVVHWV� �������� ��������
7RWDO�OLDELOLWLHV�DQG�QHW�DVVHWV� �� ���������� �� ����������

See accompanying notes. 
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7KH�&RRSHU�+HDOWK�6\VWHP�

&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DQG�&KDQJHV�LQ�1HW�$VVHWV�
(In Thousands) 

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
1HW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV� � �
5HYHQXH�� � �
1HW�SDWLHQW�VHUYLFH�UHYHQXH� �� ���������� �� ����������
2WKHU�UHYHQXH� ������� �������

7RWDO�UHYHQXH� ���������� ����������
�� � �
([SHQVHV�� � �
6DODULHV��ZDJHV��DQG�IULQJH�EHQHILWV� �������� ��������
6XSSOLHV�DQG�RWKHU� �������� ��������
0DOSUDFWLFH� ������� �������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ������� �������
,QWHUHVW� ������� �������

7RWDO�H[SHQVHV� ���������� ����������
2SHUDWLQJ�LQFRPH� ������� �������
�� � �
1RQRSHUDWLQJ�JDLQV�DQG��ORVVHV��� � �
,QYHVWPHQW�UHWXUQ� ������� �������
1HW�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG��ORVVHV��RQ�WUDGLQJ�VHFXULWLHV� ������� ���������
1HW�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG��ORVVHV��RQ�RWKHU�WKDQ�
WUDGLQJ�HTXLW\�VHFXULWLHV� ������ ±�

*DLQ�RQ�IRUJLYHQHVV�RI�QRWH�SD\DEOH� ������ ±�
&KDQJH�LQ�YDOXH�RI�HTXLW\�PHWKRG�LQYHVWPHQWV� ���� ������
1HW�SHULRGLF�SHQVLRQ�FRVW� ��������� ��������
&KDQJH�LQ�IDLU�YDOXH�RI�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV� �������� ����
2WKHU�ORVVHV� �������� ������

([FHVV�RI�UHYHQXH�RYHU�H[SHQVHV� ������� �������
�� � �
2WKHU�FKDQJHV�LQ�QHW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV�� � �
&KDQJH�LQ�SHQVLRQ�EHQHILW�REOLJDWLRQ� ������� ������
&RQWULEXWLRQV�UHFHLYHG�DQG�H[SHQGHG�IRU�FDSLWDO�DFTXLVLWLRQV� ������� �������
1HW�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG��ORVVHV��RQ�IL[HG�LQFRPH�
RWKHU�WKDQ�WUDGLQJ�VHFXULWLHV� ������ ±�

1HW�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG��ORVVHV��RQ�RWKHU�WKDQ�
WUDGLQJ�VHFXULWLHV� ±� ��������

,QFUHDVH�LQ�QHW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV� ������� �������
�� � �



7KH�&RRSHU�+HDOWK�6\VWHP�

&RQVROLGDWHG�6WDWHPHQWV�RI�2SHUDWLRQV�DQG�&KDQJHV�LQ�1HW�$VVHWV��FRQWLQXHG��
(In Thousands) 

��
������������� ��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
1HW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV� � �
&RQWULEXWLRQV��JLIWV��DQG�VSHFLDO�HYHQWV��QHW�RI�IXQGUDLVLQJ�
H[SHQVHV� �� ������ �� ������

,QFRPH�IURP�LQYHVWPHQWV� ������ ����
1HW�UHDOL]HG�DQG�XQUHDOL]HG�JDLQV�RQ�LQYHVWPHQWV� ������ ����
1HW�DVVHWV�UHOHDVHG�IURP�UHVWULFWLRQV�IRU�RSHUDWLQJ�SXUSRVHV� ±� ������
,QFUHDVH�LQ�QHW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV� ������ ������
�� � �
,QFUHDVH�LQ�QHW�DVVHWV� �������� �������
1HW�DVVHWV��DW�EHJLQQLQJ�RI�\HDU� �������� ��������
1HW�DVVHWV��DW�HQG�RI�\HDU� �� �������� �� ��������

See accompanying notes. 
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7KH�&RRSHU�+HDOWK�6\VWHP�

&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�
(In Thousands) 

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
2SHUDWLQJ�DFWLYLWLHV� � �
,QFUHDVH�LQ�QHW�DVVHWV� �� �������� �� �������
$GMXVWPHQWV�WR�UHFRQFLOH�LQFUHDVH�LQ�QHW�DVVHWV�WR�QHW�FDVK�SURYLGHG�E\�
RSHUDWLQJ�DFWLYLWLHV�� � �
&KDQJH�LQ�SHQVLRQ�EHQHILW�REOLJDWLRQ� ��������� ��������
&KDQJH�LQ�IDLU�YDOXH�RI�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV� ������ ������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ������� �������
1HW�UHDOL]HG�DQG�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�LQYHVWPHQWV� ��������� �������
&KDQJH�LQ�YDOXH�RI�HTXLW\�PHWKRG�LQYHVWPHQWV� ������ ����
*DLQ�RQ�IRUJLYHQHVV�RI�QRWH�SD\DEOH� �������� ±�
&RQWULEXWLRQV�IRU�FDSLWDO�DFTXLVLWLRQV� ��������� ���������
&KDQJHV�LQ�FHUWDLQ�DVVHWV�DQG�OLDELOLWLHV�� � �
3DWLHQW�DFFRXQWV�UHFHLYDEOH� �������� �������
3UHSDLG�H[SHQVHV�DQG�RWKHU�DVVHWV� �������� ��������
$FFRXQWV�SD\DEOH�DQG�DFFUXHG�H[SHQVHV� ������� �������
6HOI�LQVXUHG�UHVHUYHV�DQG�DFFUXHG�UHWLUHPHQW�EHQHILWV� ������� ������
(VWLPDWHG�VHWWOHPHQWV�ZLWK�WKLUG�SDUW\�SD\HUV� ������ ��������
'HIHUUHG�UHYHQXH�DQG�RWKHU�OLDELOLWLHV� ������ ��������

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� �������� ��������
�� � �
,QYHVWLQJ�DFWLYLWLHV� � �
3XUFKDVHV�RI�DVVHWV�OLPLWHG�DV�WR�XVH� ��������� ��������
$FTXLVLWLRQ�RI�HTXLW\�PHWKRG�LQYHVWPHQW� ±� ��������
&DSLWDO�H[SHQGLWXUHV��QHW� ���������� ���������
1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV� ���������� ���������
�� � �
)LQDQFLQJ�DFWLYLWLHV� � �
5HSD\PHQWV�RI�ORQJ�WHUP�GHEW� �������� ��������
3URFHHGV�IURP�ORQJ�WHUP�GHEW� ������ ������
5HSD\PHQWV�RI�OLQH�RI�FUHGLW�DGYDQFHV� �������� ±�
3URFHHGV�IURP�OLQH�RI�FUHGLW�DGYDQFHV� ������� ±�
&RQWULEXWLRQV�IRU�FDSLWDO�DFTXLVLWLRQV� ������� �������
1HW�FDVK�SURYLGHG�E\�ILQDQFLQJ�DFWLYLWLHV� ������� �������
�� � �
1HW�LQFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�DQG�
UHVWULFWHG�FDVK�HTXLYDOHQWV� ������� �������

&DVK�DQG�FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�DQG�UHVWULFWHG�FDVK�
HTXLYDOHQWV�DW�EHJLQQLQJ�RI�\HDU� �������� ��������

&DVK�DQG�FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�DQG�UHVWULFWHG�FDVK�
HTXLYDOHQWV�DW�HQG�RI�\HDU� �� �������� �� ��������

�� � �
6XSSOHPHQWDO�GLVFORVXUH�RI�FDVK�IORZ�LQIRUPDWLRQ� � �
&DVK�SDLG�IRU�LQWHUHVW� �� ������� �� �������

See accompanying notes. 
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7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�
(Dollars in Thousands) 

'HFHPEHU����������

���2UJDQL]DWLRQ�

7KH� &RRSHU� +HDOWK� 6\VWHP� �+HDOWK� 6\VWHP�� LV� D� 1HZ� -HUVH\� QRW�IRU�SURILW� RUJDQL]DWLRQ�� 7KH�
+HDOWK�6\VWHP�LV�FRPSULVHG�RI�WZR�RSHUDWLQJ�GLYLVLRQV��7KH�&RRSHU�8QLYHUVLW\�+RVSLWDO��&8+��
DQG�&RRSHU�8QLYHUVLW\�3K\VLFLDQV� �83���7KH�&8+�GLYLVLRQ� LQFOXGHV� WKH� RSHUDWLRQV� RI�&RRSHU�
+RVSLWDO�8QLYHUVLW\�0HGLFDO�&HQWHU�DQG�7KH�&KLOGUHQ¶V�5HJLRQDO�+RVSLWDO�DW�&RRSHU��DV�ZHOO�DV�
SURJUDPV�IRFXVLQJ�RQ�DPEXODWRU\�GLDJQRVWLF�DQG�WUHDWPHQW�VHUYLFHV��ZHOOQHVV�DQG�SUHYHQWLRQ��DQG�
PDQ\�RWKHU�KHDOWK�VHUYLFHV��7KH�83�GLYLVLRQ�FRQVLVWV�SULPDULO\�RI� WKH�VHUYLFHV�SURYLGHG�E\�WKH�
HPSOR\HG�PHGLFDO�VWDII�DQG�UHODWHG�SK\VLFLDQ�SUDFWLFHV��

7KH�+HDOWK�6\VWHP�DOVR�FRQWUROV�FHUWDLQ�RWKHU�HQWLWLHV�ZKLFK�DUH�LQFOXGHG�LQ�WKH�DFFRPSDQ\LQJ�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��6XFK�HQWLWLHV�LQFOXGH�7KH�&RRSHU�&DQFHU�&HQWHU��&&&���&RRSHU�
+HDOWK&DUH� 6HUYLFHV�� ,QF�� �&+&6��� &RRSHU� 0HGLFDO� 6HUYLFHV�� ,QF�� �&06��� DQG� 7KH� &RRSHU�
)RXQGDWLRQ��WKH�)RXQGDWLRQ���&&&�RZQV�DQG�RSHUDWHV�WKH�FDQFHU�EXLOGLQJ�ZKLFK�LV�OHDVHG�WR�&8+��
&+&6�LV�D�KROGLQJ�FRPSDQ\��ZKLFK�LV�WKH�VROH�VKDUHKROGHU�RI�&RRSHU�+HDOWK&DUH�3URSHUWLHV��,QF��
�&+&3�� DQG� &	+� &ROOHFWLRQ� 6HUYLFHV� �&	+��� &+&3� PDQDJHV� D� QXPEHU� RI� PHGLFDO� RIILFH�
EXLOGLQJV�IRU� WKH�+HDOWK�6\VWHP��DQG�&	+�SURYLGHV�FROOHFWLRQ�VHUYLFHV�SULPDULO\�WR�WKH�+HDOWK�
6\VWHP��&06�RZQV�DQG�PDQDJHV�D�PHGLFDO�RIILFH�EXLOGLQJ�RQ�WKH�FDPSXV�RI�WKH�+HDOWK�6\VWHP��
7KH� +HDOWK� 6\VWHP� DSSRLQWV� DOO� RI� WKH� PHPEHUV� RI� WKH� )RXQGDWLRQ¶V� %RDUG� RI� 7UXVWHHV� DQG�
H[HUFLVHV� FHUWDLQ� FRQWURO� RYHU� WKH� )RXQGDWLRQ�� ZKLFK� SURPRWHV� WKH� FKDULWDEOH�� VFLHQWLILF�� DQG�
HGXFDWLRQDO�SURJUDPV�DQG�SROLFLHV�RI�WKH�+HDOWK�6\VWHP��

,Q�-XO\�������WKH�+HDOWK�6\VWHP�HQWHUHG�LQWR�D�VHUYLFH�DJUHHPHQW�ZLWK�$OO�&DUH�+HDOWK�$OOLDQFH��
//&��$&2���D�1HZ�-HUVH\�OLPLWHG�OLDELOLW\�FRPSDQ\�SDUWLFLSDWLQJ�LQ�WKH�0HGLFDUH�6KDUHG�6DYLQJ�
3URJUDP�� FRRUGLQDWHG� FDUH�� VKDUHG� VDYLQJV�� EXQGOHG� SD\PHQW�� DQG� RWKHU� VLPLODU� SURJUDPV� RU�
LQLWLDWLYHV�ZLWK�RU�LPSOHPHQWHG�E\�JRYHUQPHQW�SD\RUV��7KH�+HDOWK�6\VWHP�LV�WKH�VROH�PHPEHU�RI�
$&2��7KHUH�ZDV�QR�DFWLYLW\�IRU�$&2�GXULQJ������RU�������

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ��

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

3ULQFLSOHV�RI�&RQVROLGDWLRQ�

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�WKH�+HDOWK�6\VWHP�
DQG� LWV� FRQWUROOHG� DIILOLDWHV� DQG� VXEVLGLDULHV� DV� GHVFULEHG� DERYH�� $OO� VLJQLILFDQW� LQWHUFRPSDQ\�
EDODQFHV�DQG�WUDQVDFWLRQV�KDYH�EHHQ�HOLPLQDWHG�LQ�FRQVROLGDWLRQ��$OWKRXJK�WKHVH�HQWLWLHV�KDYH�EHHQ�
FRQVROLGDWHG�IRU�ILQDQFLDO�VWDWHPHQW�UHSRUWLQJ�SXUSRVHV��WKHUH�PD\�EH�OLPLWDWLRQV�RQ�WKH�XVH�RI�DQ�
HQWLW\¶V�IXQGV�E\�DQRWKHU�PHPEHU�RI�WKH�JURXS�UHVXOWLQJ�IURP�WKH�FKDULWDEOH�QDWXUH�RI�VRPH�RI�WKH�
HQWLWLHV�RU�RWKHU�IDFWRUV��

7KH�HQWLWLHV�FRPSULVLQJ�WKH�+HDOWK�6\VWHP�SURYLGH�YDULRXV�LQWHU�HQWLW\�VHUYLFHV�WR�WKHLU�DIILOLDWHG�
HQWLWLHV�DQG�WKH�+HDOWK�6\VWHP�SDUHQW�FRPSDQ\��7KH�VHUYLFHV�FRQVLVW�RI�FHUWDLQ�ILQDQFLDO�SODQQLQJ��
JHQHUDO�DFFRXQWLQJ��DQG�RWKHU�PDQDJHPHQW�VHUYLFHV��&KDUJHV�IRU�VXFK�VHUYLFHV�DUH�EDVHG�RQ�WKH�
DSSUR[LPDWH�FRVW�WR�SURYLGH�WKH�VHUYLFHV�DQG�DUH�DOORFDWHG�EHWZHHQ�WKH�HQWLWLHV�EDVHG�RQ�DQ�DJUHHG�
XSRQ�PHWKRG�ZKLFK�UHIOHFWV�WKH�DSSUR[LPDWH�OHYHO�RI�XVDJH�E\�HDFK�HQWLW\��

8VH�RI�(VWLPDWHV�

7KH� SUHSDUDWLRQ� RI� WKHVH� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� LQ� FRQIRUPLW\� ZLWK� 8�6�� JHQHUDOO\�
DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�KDV�UHTXLUHG�PDQDJHPHQW�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�
DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV��VXFK�DV�HVWLPDWHV�DIIHFWLQJ�SDWLHQW�DFFRXQWV�UHFHLYDEOH��DQG�
OLDELOLWLHV�� VXFK� DV� HVWLPDWHG� VHWWOHPHQWV� GXH� WR� WKLUG�SDUW\� SD\RUV�� VHOI�LQVXUHG� UHVHUYHV�� DQG�
DFFUXHG�UHWLUHPHQW�EHQHILWV��DQG�GLVFORVXUH�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV�DW�WKH�GDWH�RI�WKH�
FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV��(VWLPDWHV� DOVR� DIIHFW� WKH� DPRXQWV� RI� UHYHQXHV� DQG� H[SHQVHV�
UHSRUWHG�GXULQJ�WKH�SHULRG��$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV��

&DVK�DQG�&DVK�(TXLYDOHQWV�

&DVK�DQG�FDVK�HTXLYDOHQWV�LQFOXGH�YDULRXV�FKHFNLQJ�DQG�VDYLQJV�DFFRXQWV�DQG�DOO�VKRUW�WHUP�IXQGV�
ZLWK�LQLWLDO�PDWXULW\�GDWHV�RI�WKUHH�PRQWKV�RU�OHVV��KHOG�RQ�GHSRVLW�ZLWK�YDULRXV�OHQGLQJ�LQVWLWXWLRQV��
H[FOXGLQJ� FDVK� HTXLYDOHQWV� FODVVLILHG� DV� DVVHWV� OLPLWHG� DV� WR� XVH� GHVLJQDWHG� E\� WKH� %RDUG� RI�
7UXVWHHV�� GRQRUV� DQG� IRU� VHOI�LQVXUDQFH� SURJUDPV� DV� VXFK� KROGLQJV� DUH� ZLWKLQ� LQYHVWPHQW�
SRUWIROLRV��7KH�+HDOWK�6\VWHP�GRHV�QRW�KROG�DQ\�PRQH\�PDUNHW�IXQGV�ZLWK�VLJQLILFDQW�OLTXLGLW\�
UHVWULFWLRQV�WKDW�ZRXOG�EH�UHTXLUHG�WR�EH�H[FOXGHG�IURP�FDVK�HTXLYDOHQWV��

� �
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1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
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���6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV��FRQWLQXHG��

7KH�IROORZLQJ�LV�D�UHFRQFLOLDWLRQ�RI�DPRXQWV�UHSRUWHG�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV�WR�WKH�
VWDWHPHQW�RI�FDVK�IORZV�DV�RI�DQG�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DQG�������

� ����� �����
�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� �������� �� ��������
$VVHWV�OLPLWHG�DV�WR�XVH��FDVK�DQG�FDVK�HTXLYDOHQWV� ������� �������
7RWDO�FDVK�DQG�FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK�DQG�
UHVWULFWHG�FDVK�HTXLYDOHQWV� �� �������� �� ��������

�
3DWLHQW�$FFRXQWV�5HFHLYDEOH�

3DWLHQW� DFFRXQWV� UHFHLYDEOH� IRU� ZKLFK� WKH� +HDOWK� 6\VWHP� UHFHLYHV� SD\PHQW� XQGHU� SURVSHFWLYH�
SD\PHQW�IRUPXODH��QHJRWLDWHG�UDWHV��RU�FRVW�UHLPEXUVHPHQW��ZKLFK�FRYHU�WKH�PDMRULW\�RI�SDWLHQW�
VHUYLFHV��DUH�VWDWHG�DW�WKH�HVWLPDWHG�QHW�DPRXQW�UHFHLYDEOH�IURP�VXFK�SD\RUV��ZKLFK�DUH�JHQHUDOO\�
OHVV�WKDQ�WKH�HVWDEOLVKHG�ELOOLQJ�UDWHV�RI�WKH�+HDOWK�6\VWHP��LQFOXVLYH�RI�SURYLVLRQV�IRU�YDULDEOH�
FRQVLGHUDWLRQ� VXFK� DV� FRQWUDFWXDO� DGMXVWPHQWV�� GLVFRXQWV�� LPSOLFLW� SULFH� FRQFHVVLRQV� DQG� RWKHU�
UHGXFWLRQV� WR� WKH� +HDOWK� 6\VWHP¶V� VWDQGDUG� FKDUJHV�� $Q� DOORZDQFH� IRU� GRXEWIXO� DFFRXQWV� LV�
UHFRUGHG�RQO\�IURP�D�GHOLQTXHQF\�RI�SDWLHQW�DFFRXQWV�WKDW�ZHUH�FRQVLGHUHG�FROOHFWLEOH�DW�WKH�WLPH�
SDWLHQW�FDUH�ZDV�SURYLGHG��

6XSSOLHV�

6XSSOLHV��XVHG�LQ�WKH�SURYLVLRQ�RI�SDWLHQW�FDUH��DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�RU�QHW�UHDOL]DEOH�YDOXH��
GHWHUPLQHG�E\�WKH�DYHUDJH�FRVW�YDOXDWLRQ�PHWKRG�DQG�DUH�LQFOXGHG�LQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�
FXUUHQW�DVVHWV�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV��

'HULYDWLYH�)LQDQFLDO�,QVWUXPHQWV�

7KH�+HDOWK�6\VWHP�KDV�HQWHUHG�LQWR�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�ZLWK�WKH�LQWHQW�RI�PLWLJDWLQJ�
FDVK�IORZ�ULVN�UHODWLQJ�WR�FKDQJHV�LQ�WKH�YDULDEOH�LQWHUHVW�UDWHV�IRU�FHUWDLQ�RXWVWDQGLQJ�GHEW�DQG�
SURVSHFWLYH�WUDQVDFWLRQV��7KH�VZDS�DJUHHPHQWV�DUH�UHFRUGHG�DW� IDLU�YDOXH�RQ� WKH�DFFRPSDQ\LQJ�
FRQVROLGDWHG�EDODQFH�VKHHWV�ZLWKLQ�GHIHUUHG�UHYHQXH�DQG�RWKHU�OLDELOLWLHV��7KH�QHW�FKDQJHV�LQ�WKH�
IDLU� YDOXH� RI� WKHVH� VZDS� DJUHHPHQWV� DUH� UHFRUGHG� LQ� QRQRSHUDWLQJ� JDLQV� DQG� ORVVHV� RQ� WKH��
�
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���6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV��FRQWLQXHG��

DFFRPSDQ\LQJ� FRQVROLGDWHG� VWDWHPHQWV� RI� RSHUDWLRQV� DQG� FKDQJHV� LQ� QHW� DVVHWV�� DQG� WKH� QHW�
PRQWKO\�FDVK�H[FKDQJH�XQGHU�WKH�FRQWUDFW�LV�UHIOHFWHG�ZLWKLQ�LQWHUHVW�H[SHQVH��

)DLU�9DOXH�RI�)LQDQFLDO�,QVWUXPHQWV�

)LQDQFLDO�LQVWUXPHQWV�FRQVLVW�RI�FDVK�HTXLYDOHQWV��SDWLHQW�DFFRXQWV�UHFHLYDEOH��DVVHWV�OLPLWHG�DV�WR�
XVH��QRWHV�UHFHLYDEOH��DFFRXQWV�SD\DEOH�DQG�DFFUXHG�H[SHQVHV��LQWHUHVW�UDWH�VZDSV��QRWHV�SD\DEOH��
DQG� ORQJ�WHUP�GHEW��7KH�FDUU\LQJ�DPRXQWV� UHSRUWHG�RQ� WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�
VKHHWV�IRU�FDVK�HTXLYDOHQWV��SDWLHQW�DFFRXQWV�UHFHLYDEOH��QRWHV�UHFHLYDEOH��DFFRXQWV�SD\DEOH�DQG�
DFFUXHG�H[SHQVHV��DQG�QRWHV�SD\DEOH�DSSUR[LPDWH�IDLU�YDOXH��0DQDJHPHQW¶V�HVWLPDWH�RI�WKH�IDLU�
YDOXH� RI� RWKHU� ILQDQFLDO� LQVWUXPHQWV� LV� GHVFULEHG� HOVHZKHUH� LQ� WKH� QRWHV� WR� WKH� FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV��

$VVHWV�/LPLWHG�DV�WR�8VH�DQG�,QYHVWPHQW�,QFRPH�

$VVHWV�OLPLWHG�DV�WR�XVH�LQFOXGH�LQWHUQDOO\�GHVLJQDWHG�DVVHWV�VHW�DVLGH�E\�WKH�%RDUG�RI�7UXVWHHV��WKH�
%RDUG���H[WHUQDOO\�GHVLJQDWHG�DVVHWV�KHOG�LQ�HVFURZ��VHH�1RWH�����RU�KHOG�E\�WUXVWHHV�XQGHU�GHEW�
DJUHHPHQWV� �LQFOXGLQJ� GHEW� VHUYLFH� LQWHUHVW�� SULQFLSDO�� DQG� UHVHUYH� IXQGV� DQG� IXQGV� IRU� IXWXUH�
FDSLWDO�H[SHQGLWXUHV���DVVHWV�IRU�VHOI�LQVXUDQFH�SURJUDPV��ZRUNHUV¶�FRPSHQVDWLRQ�DQG�IRU�PHGLFDO�
SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\���DQG�IXQGV�UHODWHG�WR�GRQRU�UHVWULFWLRQV��$PRXQWV�VHW�DVLGH�E\�
WKH�%RDUG�DUH�GHVLJQDWHG�IRU�RSHUDWLRQV��IXWXUH�FDSLWDO�LPSURYHPHQWV��DQG�RWKHU�FRQWLQJHQFLHV��DV�
QHHGHG��7KH�%RDUG�UHWDLQV�FRQWURO�RYHU�WKH�LQWHUQDOO\�GHVLJQDWHG�DVVHWV�DQG�PD\��DW�LWV�GLVFUHWLRQ��
VXEVHTXHQWO\�XVH�VXFK�DVVHWV�IRU�RWKHU�SXUSRVHV��

$PRXQWV�LQWHUQDOO\�GHVLJQDWHG�E\�WKH�%RDUG�DQG�H[WHUQDOO\�GHVLJQDWHG�E\�GRQRUV�DUH�FODVVLILHG�DV�
WUDGLQJ�VHFXULWLHV�DQG�DOO�RWKHU�DVVHWV�OLPLWHG�DV�WR�XVH�DUH�GHHPHG�WR�EH�RWKHU�WKDQ�WUDGLQJ��$PRXQWV�
UHTXLUHG�WR�PHHW�FXUUHQW�OLDELOLWLHV�RI�WKH�+HDOWK�6\VWHP�KDYH�EHHQ�FODVVLILHG�DV�FXUUHQW�DVVHWV�LQ�
WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

$VVHWV�OLPLWHG�DV�WR�XVH�FRQVLVW�RI�PDUNHWDEOH�VHFXULWLHV�DQG�DOWHUQDWLYH�LQYHVWPHQWV��0DUNHWDEOH�
VHFXULWLHV�DUH�FDUULHG�DW�IDLU�YDOXH�EDVHG�RQ�TXRWHG�PDUNHW�SULFHV��$OWHUQDWLYH�LQYHVWPHQWV�FRQVLVW�
RI�LQWHUHVWV�LQ�IXQGV�RI�IXQGV��VWUXFWXUHG�DV�OLPLWHG�SDUWQHUVKLSV��,QYHVWPHQW�UHWXUQ��QHW�RI�DPRXQWV�
FDSLWDOL]HG��IURP�DVVHWV�OLPLWHG�DV�WR�XVH��FRQVLVWLQJ�RI�LQWHUHVW�DQG�GLYLGHQG�LQFRPH��UHDOL]HG�JDLQV�
DQG� ORVVHV�� WKH�FKDQJH� LQ�XQUHDOL]HG�JDLQV�DQG� ORVVHV�RQ� WUDGLQJ�VHFXULWLHV�� LQFOXGLQJ�HTXLW\� LQ�
LQFRPH�RQ�DOWHUQDWLYH�LQYHVWPHQWV��DQG�WKH�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�RWKHU�WKDQ��
�
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WUDGLQJ� HTXLW\� VHFXULWLHV�� DUH� SUHVHQWHG� DV� QRQRSHUDWLQJ� JDLQV� DQG� ORVVHV�� ,QYHVWPHQW� UHWXUQ� LV�
UHSRUWHG� QHW� RI� H[WHUQDO� DQG� GLUHFW� LQWHUQDO� LQYHVWPHQW� H[SHQVHV�� VXFK� DV� WUXVWHH� IHHV� DQG�
LQYHVWPHQW�IXQG�PDQDJHU�IHHV��7KH�QHW�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�LQYHVWPHQWV�ZKLFK�
DUH�FODVVLILHG�DV�RWKHU�WKDQ�WUDGLQJ�IL[HG�LQFRPH�VHFXULWLHV�LV�UHSRUWHG�DV�D�VHSDUDWH�FRPSRQHQW�RI�
WKH�FKDQJH�LQ�QHW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV��

$OWHUQDWLYH�LQYHVWPHQWV��QRQWUDGLWLRQDO��QRW�UHDGLO\�PDUNHWDEOH�DVVHW�FODVVHV���ZKLFK�DUH�VWUXFWXUHG�
VXFK�WKDW�WKH�+HDOWK�6\VWHP�KROGV�OLPLWHG�SDUWQHUVKLS�LQWHUHVWV��DUH�UHSRUWHG�RQ�WKH�DFFRPSDQ\LQJ�
FRQVROLGDWHG�EDODQFH�VKHHWV�EDVHG�XSRQ�QHW�DVVHW�YDOXHV�GHULYHG�IURP�WKH�DSSOLFDWLRQ�RI�WKH�HTXLW\�
PHWKRG�RI�DFFRXQWLQJ��*HQHUDOO\��QHW�DVVHW�YDOXH�UHIOHFWV�QHW�FRQWULEXWLRQV�WR�WKH�LQYHVWHH�DQG�DQ�
RZQHUVKLS� VKDUH� RI� UHDOL]HG� DQG� XQUHDOL]HG� LQYHVWPHQW� LQFRPH� DQG� H[SHQVHV�� ,QGLYLGXDO�
LQYHVWPHQW� KROGLQJV� LQ� DOWHUQDWLYH� LQYHVWPHQWV� RI� WKH� +HDOWK� 6\VWHP� PD\�� LQ� WXUQ�� LQFOXGH�
LQYHVWPHQWV� LQ� ERWK� PDUNHWDEOH� DQG� QRQPDUNHWDEOH� VHFXULWLHV�� 9DOXDWLRQV� RI� WKHVH� DOWHUQDWLYH�
LQYHVWPHQWV�DQG��WKHUHIRUH��WKH�+HDOWK�6\VWHP¶V�KROGLQJV��PD\�EH�GHWHUPLQHG�E\�WKH�LQYHVWPHQW�
PDQDJHU�RU�JHQHUDO�SDUWQHU��9DOXHV�PD\�EH�EDVHG�RQ�KLVWRULFDO�FRVW�DSSUDLVDOV�RU�RWKHU�HVWLPDWHV�
WKDW�UHTXLUH�YDU\LQJ�GHJUHHV�RI�MXGJPHQW��7KH�+HDOWK�6\VWHP�XVHV�WKH�ODWHVW�DYDLODEOH�LQIRUPDWLRQ�
WR� YDOXH� WKHVH� DOWHUQDWLYH� LQYHVWPHQWV�� 7KH� DOWHUQDWLYH� LQYHVWPHQWV� PD\� LQGLUHFWO\� H[SRVH� WKH�
+HDOWK�6\VWHP�WR�VHFXULWLHV�OHQGLQJ��VKRUW�VDOHV�RI�VHFXULWLHV��DQG�WUDGLQJ�LQ�IXWXUHV�DQG�IRUZDUG�
FRQWUDFWV�� RSWLRQV�� DQG� RWKHU� GHULYDWLYH� SURGXFWV�� $OWHUQDWLYH� LQYHVWPHQWV� DOVR� KDYH� OLTXLGLW\�
UHVWULFWLRQV�XQGHU�ZKLFK�WKH�+HDOWK�6\VWHP¶V�FDSLWDO�PD\�EH�GLYHVWHG�RQO\�DW�VSHFLILHG�WLPHV��

)LQDQFLDO�LQIRUPDWLRQ�XVHG�WR�HYDOXDWH�WKH�DOWHUQDWLYH�LQYHVWPHQWV�LV�SURYLGHG�E\�WKH�LQYHVWPHQW�
PDQDJHU�RU�JHQHUDO�SDUWQHU�DQG�LQFOXGHV�IDLU�YDOXH�YDOXDWLRQV��TXRWHG�PDUNHW�SULFHV�DQG�YDOXHV�
GHWHUPLQHG�WKURXJK�RWKHU�PHDQV��RI�XQGHUO\LQJ�VHFXULWLHV�DQG�RWKHU�ILQDQFLDO�LQVWUXPHQWV�KHOG�E\�
WKH�LQYHVWHH�DQG�HVWLPDWHV�WKDW�UHTXLUH�YDU\LQJ�GHJUHHV�RI�MXGJPHQW��7KH�ILQDQFLDO�VWDWHPHQWV�RI�
WKH�LQYHVWHHV�DUH�DXGLWHG�DQQXDOO\�E\�LQGHSHQGHQW�DXGLWRUV��DOWKRXJK�WKH�WLPLQJ�IRU�UHSRUWLQJ�WKH�
UHVXOWV�RI�VXFK�DXGLWV�GRHV�QRW�FRLQFLGH�ZLWK�WKH�+HDOWK�6\VWHP¶V�ILQDQFLDO�VWDWHPHQW�UHSRUWLQJ��
7KH�+HDOWK�6\VWHP�DOVR�UHWDLQV�WKH�VHUYLFHV�RI�DQ�LQGHSHQGHQW�LQYHVWPHQW�FRQVXOWDQW�WR�SURYLGH�
VSHFLDOL]HG�LQYHVWPHQW�RYHUVLJKW��7KHUH�LV�XQFHUWDLQW\�LQ�WKH�DFFRXQWLQJ�IRU�DOWHUQDWLYH�LQYHVWPHQWV�
DULVLQJ�IURP�IDFWRUV�VXFK�DV�ODFN�RI�DFWLYH�PDUNHWV��SULPDU\�DQG�VHFRQGDU\���ODFN�RI�WUDQVSDUHQF\�
LQWR�XQGHUO\LQJ�KROGLQJV��DQG�WLPH�ODJV�DVVRFLDWHG�ZLWK�UHSRUWLQJ�E\�WKH�LQYHVWHH�FRPSDQLHV��$V�D�
UHVXOW��WKHUH�LV�DW�OHDVW�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�HVWLPDWHV�ZLOO�FKDQJH�E\�PDWHULDO�DPRXQWV�LQ�
WKH�QHDU�WHUP��
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3URSHUW\��3ODQW��DQG�(TXLSPHQW�

3URSHUW\��SODQW��DQG�HTXLSPHQW�WKDW�ZHUH�SXUFKDVHG�DUH�UHFRUGHG�DW�FRVW��&RQWULEXWHG�DVVHWV�DUH�
UHFRUGHG�DW�IDLU�YDOXH�DW�WKH�GDWH�RI�GRQDWLRQ��'HSUHFLDWLRQ�LV�SURYLGHG�RYHU�WKH�HVWLPDWHG�XVHIXO�
OLYHV�RI�WKH�DVVHWV�RI�HDFK�FODVV�RI�GHSUHFLDEOH�DVVHW�DQG�LV�FRPSXWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG��
(TXLSPHQW�XQGHU�ILQDQFH�OHDVH�REOLJDWLRQV�LV�DPRUWL]HG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�
OHVVHU�RI�WKH�OHDVH�WHUP�RU�WKH�HVWLPDWHG�XVHIXO�OLIH�RI�WKH�HTXLSPHQW��6XFK�DPRUWL]DWLRQ�LV�LQFOXGHG�
LQ�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��,QWHUHVW�FRVWV�LQFXUUHG�
RQ� ERUURZHG� IXQGV�� QHW� RI� UHODWHG� LQWHUHVW� LQFRPH� GXULQJ� WKH� SHULRG� RI� FRQVWUXFWLRQ� RI� FDSLWDO�
DVVHWV��LV�FDSLWDOL]HG�DV�D�FRPSRQHQW�RI�DFTXLULQJ�WKH�DVVHWV��

*LIWV� RU� JUDQWV� IRU� WKH�SXUFKDVH�RI� ORQJ�OLYHG�DVVHWV� VXFK�DV� ODQG�� EXLOGLQJV�� RU� HTXLSPHQW� DUH�
H[FOXGHG�IURP�WKH�H[FHVV�RI�UHYHQXH�RYHU�H[SHQVHV��$EVHQW�H[SOLFLW�GRQRU�VWLSXODWLRQV�DERXW�KRZ�
ORQJ� WKRVH� ORQJ�OLYHG� DVVHWV�PXVW� EH�PDLQWDLQHG�� H[SLUDWLRQV�RI� GRQRU� UHVWULFWLRQV� DUH� UHSRUWHG�
ZKHQ�WKH�GRQDWHG�RU�DFTXLUHG�ORQJ�OLYHG�DVVHWV�DUH�SODFHG�LQ�VHUYLFH��

7KH�+HDOWK�6\VWHP�FRQWLQXDOO\�HYDOXDWHV�ZKHWKHU�ODWHU�HYHQWV�DQG�FLUFXPVWDQFHV�KDYH�RFFXUUHG�
WKDW�LQGLFDWH�WKH�UHPDLQLQJ�HVWLPDWHG�XVHIXO�OLIH�RI�ORQJ�OLYHG�DVVHWV�PD\�ZDUUDQW�UHYLVLRQ�RU�WKDW�
WKH�UHPDLQLQJ�EDODQFH�PD\�QRW�EH�UHFRYHUDEOH��:KHQ�IDFWRUV�LQGLFDWH�WKDW�ORQJ�OLYHG�DVVHWV�VKRXOG�
EH� HYDOXDWHG� IRU� SRVVLEOH� LPSDLUPHQW�� WKH� +HDOWK� 6\VWHP� XVHV� DQ� HVWLPDWH� RI� WKH� UHODWHG�
XQGLVFRXQWHG�RSHUDWLQJ�LQFRPH�RYHU�WKH�UHPDLQLQJ�OLIH�RI�WKH�ORQJ�OLYHG�DVVHW��RU�GHWHUPLQHV�WKH�
IDLU� YDOXH� RI� WKH� ORQJ�OLYHG� DVVHW� LQ� PHDVXULQJ� ZKHWKHU� WKH� ORQJ�OLYHG� DVVHW� LV� UHFRYHUDEOH��
0DQDJHPHQW�EHOLHYHV�WKDW�QR�UHYLVLRQ�WR�WKH�UHPDLQLQJ�XVHIXO�OLYHV�RU�ZULWH�GRZQ�RI�ORQJ�OLYHG�
DVVHWV�ZDV�UHTXLUHG�DV�RI�'HFHPEHU����������RU�������

6HOI�,QVXUHG�5HVHUYHV�

7KH�+HDOWK�6\VWHP�LV�VHOI�LQVXUHG�IRU�WKH�PDMRULW\�RI�LWV�ULVNV�UHVXOWLQJ�IURP�PHGLFDO�PDOSUDFWLFH��
HPSOR\HH�KHDOWK��JHQHUDO�OLDELOLW\��DQG�WKH�ILUVW�OD\HU�RI�ZRUNHUV¶�FRPSHQVDWLRQ��$�SRUWLRQ�RI�WKH�
ORVVHV�DUH�FRYHUHG�ZLWK�KLJK�GHGXFWLEOH�FRPPHUFLDO�LQVXUDQFH�SROLFLHV�DQG�WKURXJK�WUXVW�IXQGV��
7KH� +HDOWK� 6\VWHP� DFFUXHG� OLDELOLWLHV� ZKLFK� LQFOXGH� HVWLPDWHV� RI� WKH� XOWLPDWH� FRVWV� IRU� ERWK�
UHSRUWHG�FODLPV�DQG�FODLPV�LQFXUUHG�EXW�QRW�UHSRUWHG�IRU�HDFK�RI�WKH�ULVNV��
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&KDULW\�&DUH�

7KH�+HDOWK�6\VWHP�KDV�D�SROLF\�RI�SURYLGLQJ�FKDULW\�FDUH�WR�SDWLHQWV�ZKR�DUH�XQDEOH�WR�SD\�EDVHG�
RQ�IHGHUDO�SRYHUW\�LQFRPH�JXLGHOLQHV��$OO�FKDULW\�FDUH�SDWLHQWV�DUH�VHSDUDWHO\�LGHQWLILHG�DQG�UHODWHG�
FKDUJHV�DUH�UHGXFHG�EDVHG�RQ�ILQDQFLDO�LQIRUPDWLRQ�REWDLQHG�IURP�WKH�SDWLHQW��6LQFH�PDQDJHPHQW�
GRHV� QRW� H[SHFW� SD\PHQW� IRU� FKDULW\� FDUH�� WKH� FKDUJHV� DUH� H[FOXGHG� IURP� QHW� SDWLHQW� VHUYLFH�
UHYHQXH��

$GYHUWLVLQJ�&RVWV�

7KH�+HDOWK�6\VWHP�H[SHQVHV�DGYHUWLVLQJ�FRVW�DV�LQFXUUHG��,Q������DQG�������WKH�+HDOWK�6\VWHP�
LQFXUUHG�DGYHUWLVLQJ�H[SHQVHV�RI��������DQG���������UHVSHFWLYHO\��ZKLFK�DUH�LQFOXGHG�LQ�VXSSOLHV�
DQG�RWKHU�H[SHQVH�RQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FKDQJHV�LQ�QHW�DVVHWV��

([FHVV�RI�5HYHQXH�2YHU�([SHQVHV�

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FKDQJHV� LQ�QHW�DVVHWV� LQFOXGH� WKH�
H[FHVV�RI�UHYHQXH�RYHU�H[SHQVHV�DV�WKH�SHUIRUPDQFH�LQGLFDWRU��&KDQJHV�LQ�QHW�DVVHWV�ZLWKRXW�GRQRU�
UHVWULFWLRQV�ZKLFK�DUH�H[FOXGHG�IURP�WKH�H[FHVV�RI�UHYHQXH�RYHU�H[SHQVHV�LQFOXGH�QHW�FKDQJH�LQ�
XQUHDOL]HG� JDLQV� DQG� ORVVHV� RQ� LQYHVWPHQWV� GHVLJQDWHG� DV� RWKHU�WKDQ�WUDGLQJ� IL[HG� LQFRPH�
VHFXULWLHV� WR� WKH�H[WHQW� VXFK� ORVVHV�DUH�FRQVLGHUHG� WHPSRUDU\��RWKHU�FKDQJHV� LQ�SHQVLRQ�EHQHILW�
REOLJDWLRQ��DQG�FRQWULEXWLRQV�RI�ORQJ�OLYHG�DVVHWV��LQFOXGLQJ�DVVHWV�DFTXLUHG�XVLQJ�GRQRU�UHVWULFWHG�
FRQWULEXWLRQV� RU� JUDQW� IXQGV� WKDW� ZHUH� WR� EH� XVHG� IRU� WKH� SXUSRVHV� RI� DFTXLULQJ� VXFK� DVVHWV���
7UDQVDFWLRQV�GHHPHG�E\�PDQDJHPHQW�WR�EH�RQJRLQJ��PDMRU��RU�FHQWUDO�WR�WKH�SURYLVLRQ�RI�KHDOWK�
FDUH�VHUYLFHV�DUH�UHSRUWHG�DV�UHYHQXH�DQG�H[SHQVHV�DQG�LQFOXGHG�ZLWKLQ�RSHUDWLQJ�LQFRPH��

&ODVVLILFDWLRQ�RI�1HW�$VVHWV�

7KH�+HDOWK�6\VWHP�VHSDUDWHO\�DFFRXQWV�IRU�DQG�UHSRUWV�QHW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV�DQG�
QHW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV��1HW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV�DUH�QRW�H[WHUQDOO\�UHVWULFWHG�
IRU� LGHQWLILHG� SXUSRVHV� E\� GRQRUV� RU� JUDQWRUV�� 1HW� DVVHWV� ZLWKRXW� GRQRU� UHVWULFWLRQV� LQFOXGH�
UHVRXUFHV�WKDW�WKH�JRYHUQLQJ�ERDUG�PD\�XVH�IRU�DQ\�GHVLJQDWHG�SXUSRVH�DQG�UHVRXUFHV�ZKRVH�XVH�
LV�OLPLWHG�E\�DJUHHPHQW�EHWZHHQ�WKH�+HDOWK�6\VWHP�DQG�DQ�RXWVLGH�SDUW\�RWKHU�WKDQ�WKH�GRQRU�RU�
JUDQWRU��



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

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

1HW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV�DUH�WKRVH�ZKRVH�XVH�E\�WKH�+HDOWK�6\VWHP�KDV�EHHQ�OLPLWHG�E\�
GRQRUV� WR� D� VSHFLILF� WLPH� SHULRG� RU� SXUSRVH�� RU� KDYH� EHHQ� UHVWULFWHG� E\� GRQRUV� DV� SHUPDQHQW�
HQGRZPHQWV� WR� EH� PDLQWDLQHG� LQ� SHUSHWXLW\�� :KHQ� WKH� GRQRUV¶� LQWHQWLRQV� DUH� PHW� RU� D� WLPH�
UHVWULFWLRQ�H[SLUHV�IRU�QHW�DVVHWV�OLPLWHG�E\�GRQRUV�WR�D�VSHFLILF� WLPH�SHULRG�RU�SXUSRVH�� WKH�QHW�
DVVHWV�DUH� UHFODVVLILHG� WR�QHW�DVVHWV�ZLWKRXW�GRQRU� UHVWULFWLRQV�DQG� UHSRUWHG�RQ� WKH�FRQVROLGDWHG�
VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FKDQJHV�LQ�QHW�DVVHWV�DV�QHW�DVVHWV�UHOHDVHG�IURP�UHVWULFWLRQV��

7KH�+HDOWK�6\VWHP�UHFRJQL]HV�JRYHUQPHQW�JUDQWV�ZKHUH�FRPPHQVXUDWH�YDOXH�LV�QRW�H[FKDQJHG�DV�
FRQWULEXWLRQV�ZKHQ�FRQGLWLRQV�DQG�UHVWULFWLRQV�DUH�VDWLVILHG�DQG�UHSRUWV�VXFK�DPRXQWV�ZLWKLQ�RWKHU�
UHYHQXH��

,QFRPH�7D[HV�

7KH�+HDOWK�6\VWHP��&&&��&06��DQG�WKH�)RXQGDWLRQ�DUH�QRW�IRU�SURILW�FRUSRUDWLRQV�DV�GHVFULEHG�
LQ�6HFWLRQ�����F�����RI�WKH�,QWHUQDO�5HYHQXH�&RGH��WKH�&RGH��DQG�DUH�H[HPSW�IURP�IHGHUDO�DQG�
VWDWH�LQFRPH�WD[HV�RQ�UHODWHG�LQFRPH�SXUVXDQW�WR�6HFWLRQ�����D��RI�WKH�&RGH�DQG�WKH�ODZV�RI�WKH�
VWDWH�RI�1HZ�-HUVH\��&+&6�LV�D�IRU�SURILW�HQWLW\�DQG��DV�VXFK��LV�VXEMHFW�WR�IHGHUDO�DQG�VWDWH�LQFRPH�
WD[HV�� KRZHYHU�� &+&6¶V� SURYLVLRQ� IRU� LQFRPH� WD[HV� LV� QRW� PDWHULDO� WR� WKH� +HDOWK� 6\VWHP¶V�
FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV��

7KH�7D[SD\HU�&HUWDLQW\�DQG�'LVDVWHU�7D[�5HOLHI�$FW�RI�������VLJQHG�LQWR�ODZ�RQ�'HFHPEHU�����
������UHWURDFWLYHO\�UHSHDOHG�&RGH�6HFWLRQ�����D�����ZKLFK�VXEMHFWHG�DPRXQWV�SDLG�RU�LQFXUUHG�E\�
DQ�H[HPSW�RUJDQL]DWLRQ�WR�SURYLGH�FHUWDLQ�WUDQVSRUWDWLRQ�IULQJH�EHQHILWV�WR�LWV�HPSOR\HHV�WR�WD[DWLRQ�
DV�XQUHODWHG�EXVLQHVV� WD[DEOH� LQFRPH��3ULRU�\HDU� LQFRPH� WD[�SD\PHQWV�� DV�ZHOO�DV�FXUUHQW�\HDU�
SD\PHQWV�IRU�LQFRPH�WD[HV�DVVRFLDWHG�ZLWK�&RGH�6HFWLRQ�����D�����IRU�ZKLFK�UHIXQGV�KDYH�EHHQ�
UHTXHVWHG�DUH�UHFRUGHG�DV�UHFHLYDEOHV�DW�'HFHPEHU�����������7KHVH�DPRXQWV�DUH�QRW�VLJQLILFDQW�WR�
WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

5HFODVVLILFDWLRQV�

&HUWDLQ�UHFODVVLILFDWLRQV�KDYH�EHHQ�PDGH�WR������DPRXQWV�SUHYLRXVO\�UHSRUWHG�LQ�RUGHU�WR�FRQIRUP�
WR�WKH�FXUUHQW�\HDU�SUHVHQWDWLRQ��7KHVH�UHFODVVLILFDWLRQV�KDG�QR�LPSDFW�RQ�WKH�SUHYLRXVO\�UHSRUWHG�
QHW�DVVHWV��
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5HFHQW�$FFRXQWLQJ�3URQRXQFHPHQWV�

Adopted Changes 

,Q� )HEUXDU\������� WKH� )LQDQFLDO� $FFRXQWLQJ� 6WDQGDUGV� %RDUG� �)$6%�� LVVXHG� $FFRXQWLQJ�
6WDQGDUGV�8SGDWH�1R���$68�����������Leases��ZKLFK�UHTXLUHV�WKH�ULJKWV�DQG�REOLJDWLRQV�DULVLQJ�
IURP� OHDVH�FRQWUDFWV�� LQFOXGLQJ�H[LVWLQJ� DQG�QHZ�DUUDQJHPHQWV�� WR�EH� UHFRJQL]HG�DV� DVVHWV� DQG�
OLDELOLWLHV�RQ�WKH�VWDWHPHQWV�RI�ILQDQFLDO�SRVLWLRQ��LQFOXGLQJ�ERWK�ILQDQFH�OHDVHV��IRUPHUO\�UHIHUUHG�
WR�DV�FDSLWDO�OHDVHV��DQG�RSHUDWLQJ�OHDVHV��$68���������UHTXLUHV�H[SDQGHG�GLVFORVXUH�UHODWHG�WR�
OHDVH�DJUHHPHQWV��VHH�1RWH����WR�KHOS�WKH�ILQDQFLDO�VWDWHPHQW�XVHUV�EHWWHU�XQGHUVWDQG�WKH�DPRXQW��
WLPLQJ�� DQG� XQFHUWDLQW\� RI� FDVK� IORZV� DULVLQJ� IURP� OHDVHV�� 7KH� UHFRJQLWLRQ��PHDVXUHPHQW� DQG�
SUHVHQWDWLRQ�RI�H[SHQVHV�DQG�FDVK�IORZV�DULVLQJ�IURP�D�OHDVH�SULPDULO\�GHSHQGV�RQ�LWV�FODVVLILFDWLRQ�
DV�D� ILQDQFH�RU�RSHUDWLQJ� OHDVH��7KH�+HDOWK�6\VWHP�DGRSWHG�$68���������HIIHFWLYH� -DQXDU\����
������IROORZLQJ�WKH�PRGLILHG�UHWURVSHFWLYH�PHWKRG�RI�DSSOLFDWLRQ��$V�VXFK��WKH������FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQW�DPRXQWV�DQG�GLVFORVXUHV�KDYH�QRW�EHHQ�DGMXVWHG�WR�UHIOHFW�WKH�SURYLVLRQV�RI�WKH�
QHZ�VWDQGDUG��7KHUH�ZDV�QR�FXPXODWLYH�HIIHFW�LPSDFW�WR�WKH������FRQVROLGDWHG�QHW�DVVHWV�DV�D�UHVXOW�
RI�WKH�DGRSWLRQ��7KH�+HDOWK�6\VWHP�KDV�PDGH�WKH�WUDQVLWLRQ�VSHFLILF�HOHFWLRQ�WR�DSSO\�WKH�SDFNDJH�
RI�SUDFWLFDO�H[SHGLHQWV�ZKLFK�DOORZV�IRU�WKH�FDUU\IRUZDUG�RI�KLVWRULFDO�DVVHVVPHQWV�RI�����ZKHWKHU�
FRQWUDFWV�DUH�RU�FRQWDLQ�OHDVHV������OHDVH�FODVVLILFDWLRQ�DQG�����LQLWLDO�GLUHFW�FRVWV��$GGLWLRQDOO\��IRU�
RSHUDWLQJ�OHDVHV�HQWHUHG�LQWR�SULRU�WR�-DQXDU\����������WKH�+HDOWK�6\VWHP�KDV�HOHFWHG�WR�XWLOL]H�WKH�
RSHUDWLQJ�OHDVHV¶�UHPDLQLQJ�OHDVH�WHUP�DV�RI�WKH�GDWH�RI�DGRSWLRQ�WR�GHWHUPLQH�WKH�GLVFRXQW�UDWH�
XVHG�WR�LQLWLDOO\�PHDVXUH�WKH�OLDELOLW\��&HUWDLQ�RWKHU�DFFRXQWLQJ�SROLF\�HOHFWLRQV�DQG�TXDQWLWDWLYH�
DQG� TXDOLWDWLYH� LQIRUPDWLRQ� SHUWDLQLQJ� WR� WKH� +HDOWK� 6\VWHP¶V� DGRSWLRQ� RI� $68� �������� DUH�
GHVFULEHG�LQ�1RWH����

,Q�-DQXDU\�������WKH�)$6%�LVVXHG�$68����������Financial Instruments – Overall: Recognition 
and Measurement of Financial Assets and Financial Liabilities��$68���������UHTXLUHV�EXVLQHVV�
RULHQWHG� KHDOWK� FDUH� QRW�IRU�SURILW� HQWLWLHV� WR�PHDVXUH� HTXLW\� LQYHVWPHQWV� WKDW� GR� QRW� UHVXOW� LQ�
FRQVROLGDWLRQ�DQG�DUH�QRW�DFFRXQWHG�IRU�XQGHU�WKH�HTXLW\�PHWKRG�DW�IDLU�YDOXH�DQG�UHFRJQL]H�DQ\�
FKDQJHV� LQ� IDLU� YDOXH� LQ� WKH� SHUIRUPDQFH� LQGLFDWRU� XQOHVV� WKH� LQYHVWPHQWV� TXDOLI\� IRU� D� QHZ�
SUDFWLFDOLW\� H[FHSWLRQ��7KH� SUDFWLFDOLW\� H[FHSWLRQ� LV� DYDLODEOH� IRU� HTXLW\� LQYHVWPHQWV�ZLWKRXW� D�
UHDGLO\�GHWHUPLQDEOH�IDLU�YDOXH��IRU�ZKLFK�PHDVXUHPHQW�ZRXOG�EH�EDVHG�RQ�FRVW�OHVV�LPSDLUPHQW�
DQG�DGMXVWHG�IRU�REVHUYDEOH�SULFH�FKDQJHV��7KH�+HDOWK�6\VWHP�DGRSWHG�$68���������LQ�������DQG�
ZLOO�QR�ORQJHU�EH�DEOH�WR�UHFRJQL]H�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�HTXLW\�VHFXULWLHV�FODVVLILHG�DV�
RWKHU�WKDQ�WUDGLQJ�RXWVLGH�RI�WKH�SHUIRUPDQFH�LQGLFDWRU��$68���������DOVR�FRQWDLQV�D�SURYLVLRQ��
�



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

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

WKDW� HOLPLQDWHV� WKH� UHTXLUHPHQW� IRU� WKH� +HDOWK� 6\VWHP� WR� GLVFORVH� WKH� IDLU� YDOXH� RI� ILQDQFLDO�
LQVWUXPHQWV�PHDVXUHG�DW�DPRUWL]HG�FRVW��7KLV�$68�GLG�QRW�LPSDFW�WKH�DFFRXQWLQJ�IRU�LQYHVWPHQWV�
LQ� GHEW� VHFXULWLHV�� 7KH� LPSDFW� RI� WKLV� DGRSWLRQ� GLG� QRW� KDYH� D�PDWHULDO� LPSDFW� RQ� WKH� +HDOWK�
6\VWHP¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

,Q�$XJXVW������� WKH� )$6%� LVVXHG�$68����������Statement of Cash Flows – Classification of 
Certain Cash Receipts and Cash Payments��ZKLFK�DGGUHVVHV�WKH�IROORZLQJ�HLJKW�VSHFLILF�FDVK�IORZ�
LVVXHV� LQ� RUGHU� WR� OLPLW� GLYHUVLW\� LQ� SUDFWLFH�� GHEW� SUHSD\PHQW� RU� GHEW� H[WLQJXLVKPHQW� FRVWV��
VHWWOHPHQW�RI�]HUR�FRXSRQ�GHEW�LQVWUXPHQWV�RU�RWKHU�GHEW�LQVWUXPHQWV�ZLWK�FRXSRQ�LQWHUHVW�UDWHV�
WKDW� DUH� LQVLJQLILFDQW� LQ� UHODWLRQ� WR� WKH� HIIHFWLYH� LQWHUHVW� UDWH� RI� WKH� ERUURZLQJ�� FRQWLQJHQW�
FRQVLGHUDWLRQ� SD\PHQWV� PDGH� DIWHU� D� EXVLQHVV� FRPELQDWLRQ�� SURFHHGV� IURP� WKH� VHWWOHPHQW� RI�
LQVXUDQFH� FODLPV�� SURFHHGV� IURP� WKH� VHWWOHPHQW� RI� FRUSRUDWH�RZQHG� OLIH� LQVXUDQFH� SROLFLHV��
LQFOXGLQJ�EDQN�RZQHG�OLIH�LQVXUDQFH�SROLFLHV��GLVWULEXWLRQV�UHFHLYHG�IURP�HTXLW\�PHWKRG�LQYHVWHHV��
EHQHILFLDO� LQWHUHVWV� LQ� VHFXULWL]DWLRQ� WUDQVDFWLRQV�� DQG� VHSDUDWHO\� LGHQWLILDEOH� FDVK� IORZV� DQG�
DSSOLFDWLRQ�RI�WKH�SUHGRPLQDQFH�SULQFLSOH��7KH�+HDOWK�6\VWHP�DGRSWHG�$68���������IRU�WKH�\HDU�
HQGHG�'HFHPEHU�����������DQG�WKH�DGRSWLRQ�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�+HDOWK�6\VWHP¶V�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

,Q�1RYHPEHU�������WKH�)$6%�LVVXHG�$68����������Statement of Cash Flows – Restricted Cash��
ZKLFK�UHTXLUHV�WKDW�WKH�VWDWHPHQW�RI�FDVK�IORZV�H[SODLQ�WKH�FKDQJH�GXULQJ�WKH�SHULRG�LQ�WKH�WRWDO�RI�
FDVK�� FDVK� HTXLYDOHQWV�� DQG� DPRXQWV� JHQHUDOO\� GHVFULEHG� DV� UHVWULFWHG� FDVK� RU� UHVWULFWHG� FDVK�
HTXLYDOHQWV�� 7KHUHIRUH�� DPRXQWV� JHQHUDOO\� GHVFULEHG� DV� UHVWULFWHG� FDVK� DQG� UHVWULFWHG� FDVK�
HTXLYDOHQWV�VKRXOG�EH�LQFOXGHG�ZLWK�FDVK�DQG�FDVK�HTXLYDOHQWV�ZKHQ�UHFRQFLOLQJ�WKH�EHJLQQLQJ�RI�
SHULRG�DQG�HQG�RI�SHULRG�WRWDO�DPRXQWV�VKRZQ�RQ�WKH�VWDWHPHQW�RI�FDVK�IORZV��7KH�+HDOWK�6\VWHP�
DGRSWHG�$68���������XVLQJ�D�UHWURVSHFWLYH�WUDQVLWLRQ�PHWKRG��

,Q�0DUFK�������WKH�)$6%�LVVXHG�$68����������Compensation – Retirement Benefits: Improving 
the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost��$68�
��������DGGUHVVHV�KRZ�HPSOR\HUV�WKDW�VSRQVRU�GHILQHG�EHQHILW�SHQVLRQ�DQG�RU�RWKHU�SRVWUHWLUHPHQW�
EHQHILW�SODQV�SUHVHQW�WKH�QHW�SHULRGLF�EHQHILW�FRVW�LQ�WKH�LQFRPH�VWDWHPHQW��(PSOR\HUV�DUH�UHTXLUHG�
WR�SUHVHQW�WKH�VHUYLFH�FRVW�FRPSRQHQW�RI�QHW�SHULRGLF�EHQHILW�FRVW�LQ�WKH�VDPH�LQFRPH�VWDWHPHQW�
OLQH�LWHP�DV�RWKHU�HPSOR\HH�FRPSHQVDWLRQ�FRVWV�DULVLQJ�IURP�VHUYLFHV�UHQGHUHG�GXULQJ�WKH�SHULRG��
(PSOR\HUV�SUHVHQW�WKH�RWKHU�FRPSRQHQWV�RI�WKH�QHW�SHULRGLF�EHQHILW�FRVW�VHSDUDWHO\�IURP�WKH�OLQH�
LWHP� WKDW� LQFOXGHV� WKH� VHUYLFH� FRVW� DQG� RXWVLGH� RI� DQ\� VXEWRWDO� RI� RSHUDWLQJ� LQFRPH�� LI� RQH� LV�
SUHVHQWHG��7KH�+HDOWK�6\VWHP�DGRSWHG�$68���������LQ������DQG�WKH�HIIHFWV�RI�WKH�DGRSWLRQ�RI��
�



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

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

$68���������ZHUH�DSSOLHG�UHWURVSHFWLYHO\��7KH�DGRSWLRQ�UHTXLUHG�WKH�+HDOWK�6\VWHP�WR�SUHVHQW�
WKH�QRQ�VHUYLFH�FRVW�FRPSRQHQWV�RI�QHW�SHULRGLF�EHQHILW�FRVWV��DJJUHJDWH�RI���������DQG��������
IRU������DQG�������UHVSHFWLYHO\��DV�D�VHSDUDWH�OLQH�LWHP�H[FOXGHG�IURP�WKH�VXEWRWDO�IRU�RSHUDWLQJ�
LQFRPH�RQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�RSHUDWLRQV�DQG�FKDQJHV�LQ�QHW�DVVHWV��

,Q�-XQH�������WKH�)$6%�LVVXHG�$68����������Not-for-Profit Entities (Topic 958); Clarifying the 
Scope and the Accounting Guidance for Contributions Received and Contributions Made��$68�
��������FODULILHV�H[LVWLQJ�JXLGDQFH�LQ�RUGHU�WR�DGGUHVV�GLYHUVLW\�LQ�SUDFWLFH�LQ�FODVVLI\LQJ�JUDQWV�
�LQFOXGLQJ� JRYHUQPHQWDO� JUDQWV�� DQG� FRQWUDFWV� UHFHLYHG� E\� QRW�IRU�SURILW� HQWLWLHV�� DQG� UHTXLUHV�
HQWLWLHV�WR�HYDOXDWH�ZKHWKHU�WKH�UHVRXUFH�SURYLGHU�UHFHLYHV�FRPPHQVXUDWH�YDOXH��,Q�DGGLWLRQ��WKH�
VWDQGDUG� FODULILHV� WKH� JXLGDQFH� RQ� KRZ� HQWLWLHV� GHWHUPLQH� ZKHQ� D� FRQWULEXWLRQ� LV� FRQGLWLRQDO��
LQFOXGLQJ�ZKHWKHU� WKH�DJUHHPHQW� LQFOXGHV�D�EDUULHU��RU�EDUULHUV�� WKDW�PXVW�EH�RYHUFRPH�IRU� WKH�
UHFLSLHQW�WR�EH�HQWLWOHG�WR�WKH�WUDQVIHUUHG�DVVHWV��RU�D�ULJKW�RI�UHOHDVH�RI�WKH�SURPLVRU¶V�REOLJDWLRQ�
WR�WUDQVIHU�WKH�DVVHWV���7KH�VWDQGDUG�ZDV�DSSOLHG�RQ�D�PRGLILHG�SURVSHFWLYH�EDVLV�WR�DJUHHPHQWV�
WKDW�ZHUH�QRW�FRPSOHWHG�DV�RI�WKH�HIIHFWLYH�GDWH�DQG�WR�DJUHHPHQWV�HQWHUHG�LQWR�DIWHU�WKH�HIIHFWLYH�
GDWH��7KH�+HDOWK�6\VWHP�DGRSWHG�$68���������HIIHFWLYH�-DQXDU\����������7KH�DGRSWLRQ�RI�$68�
��������GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�WR�WKH�+HDOWK�6\VWHP¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

Pending Changes 

,Q�$XJXVW�������WKH�)$6%�LVVXHG�$68����������Intangibles – Goodwill and Other – Internal-Use 
Software (Subtopic 350-40): Customer’s Accounting for Implementation Costs Incurred in a 
Cloud Computing Arrangement that is a Service Contract��7KH�VWDQGDUG�DOLJQV�WKH�UHTXLUHPHQW�IRU�
FDSLWDOL]LQJ�LPSOHPHQWDWLRQ�FRVWV�LQFXUUHG�LQ�D�KRVWLQJ�DUUDQJHPHQW�WKDW�LV�D�VHUYLFH�FRQWUDFW�ZLWK�
WKH�UHTXLUHPHQWV�IRU�FDSLWDOL]LQJ�LPSOHPHQWDWLRQ�FRVWV�LQFXUUHG�WR�GHYHORS�RU�REWDLQ�LQWHUQDO�XVH�
VRIWZDUH��DQG�KRVWLQJ�DUUDQJHPHQWV�WKDW�LQFOXGH�DQ�LQWHUQDO�XVH�VRIWZDUH�OLFHQVH���7KH�DFFRXQWLQJ�
IRU�WKH�VHUYLFH�HOHPHQW�RI�D�KRVWLQJ�DUUDQJHPHQW�WKDW�LV�D�VHUYLFH�FRQWUDFW�LV�QRW�DIIHFWHG�E\�WKLV�
VWDQGDUG��7KH�VWDQGDUG�UHTXLUHV�WKH�FXVWRPHU�LQ�D�KRVWLQJ�DUUDQJHPHQW�WKDW�LV�D�VHUYLFH�FRQWUDFW�WR�
IROORZ� WKH� JXLGDQFH� LQ� $6&� 6XEWRSLF� ������� WR� GHWHUPLQH� ZKLFK� LPSOHPHQWDWLRQ� FRVWV� WR�
FDSLWDOL]H�DV�DQ�DVVHW�UHODWHG�WR�WKH�VHUYLFH�FRQWUDFW�DQG�ZKLFK�FRVWV�WR�H[SHQVH�E\�GHWHUPLQLQJ�
ZKLFK�SURMHFW�VWDJH�DQ�LPSOHPHQWDWLRQ�DFWLYLW\�UHODWHV�WR�DQG�WKH�QDWXUH�RI�WKH�FRVWV��7KH�VWDQGDUG�
DOVR� UHTXLUHV� WKH� FXVWRPHU� WR� H[SHQVH� WKH� FDSLWDOL]HG� LPSOHPHQWDWLRQ� FRVWV� RI� D� KRVWLQJ�
DUUDQJHPHQW�WKDW�LV�D�VHUYLFH�FRQWUDFW�RYHU�WKH�WHUP�RI�WKH�KRVWLQJ�DUUDQJHPHQW��$68���������LV�
HIIHFWLYH�IRU�WKH�+HDOWK�6\VWHP�IRU�ILVFDO�\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������DQG�LQWHULP�
SHULRGV� ZLWKLQ� ILVFDO� \HDUV� EHJLQQLQJ� DIWHU� 'HFHPEHU����� ������ (DUO\� DGRSWLRQ� LV� SHUPLWWHG���
�
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LQFOXGLQJ�DGRSWLRQ�LQ�DQ\�LQWHULP�SHULRG��(LWKHU�UHWURVSHFWLYH�RU�SURVSHFWLYH�DGRSWLRQ�LV�SHUPLWWHG��
7KH�+HDOWK�6\VWHP�LV�LQ�WKH�SURFHVV�RI�HYDOXDWLQJ�WKH�LPSDFW�RI�$68���������RQ�LWV�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV��

7KH�)$6%�KDV�DPHQGHG�FHUWDLQ�JXLGDQFH�UHODWHG�WR�YDULRXV�GLVFORVXUHV�LQ�$68����������Technical 
Corrections and Improvements to Financial Instruments – Overall (Subtopic 825-10) – 
Recognition and Measurement of Financial Assets and Financial Liabilities��DQG�$68����������
Compensation – Retirement Benefits – Defined Benefit Plans – General (Subtopic 715-20) – 
Disclosure Framework – Changes to the Disclosure Requirements for Defined Benefit Plans��$68�
��������LQFOXGHV�VHYHUDO�GLVFORVXUH�FKDQJHV�LQYROYLQJ�WUDQVIHUV�EHWZHHQ�WKH�IDLU�YDOXH�OHYHOV�DQG�
RWKHU�XSGDWHV�UHODWHG�WR�IDLU�YDOXH�/HYHO���LQYHVWPHQWV��$68���������DOVR�UHTXLUHV�HQWLWLHV�WKDW�
XVH�WKH�SUDFWLFDO�H[SHGLHQW�WR�PHDVXUH�WKH�IDLU�YDOXH�RI�FHUWDLQ�LQYHVWPHQWV�DW�WKHLU�QHW�DVVHW�YDOXHV�
WR�GLVFORVH�����WKH�WLPLQJ�RI�OLTXLGDWLRQ�RI�DQ�LQYHVWHH¶V�DVVHWV�DQG�����WKH�GDWH�ZKHQ�UHGHPSWLRQ�
UHVWULFWLRQV�ZLOO�ODSVH��EXW�RQO\�LI�WKH�LQYHVWHH�KDV�FRPPXQLFDWHG�WKLV�LQIRUPDWLRQ�WR�WKH�HQWLW\�RU�
DQQRXQFHG�LW�SXEOLFO\��7KH�JXLGDQFH�LQ�$68���������UHTXLUHV�DOO�VSRQVRUV�RI�GHILQHG�EHQHILW�SODQV�
WR�SURYLGH�FHUWDLQ�QHZ�GLVFORVXUHV��WKH�ZHLJKWHG�DYHUDJH�LQWHUHVW�FUHGLWLQJ�UDWH�IRU�FDVK�EDODQFH�
SODQV�DQG�RWKHU�SODQV�ZLWK�SURPLVHG�LQWHUHVW�FUHGLWLQJ�UDWHV�DQG�DQ�H[SODQDWLRQ�RI�WKH�UHDVRQV�IRU�
VLJQLILFDQW�JDLQV�DQG�ORVVHV�UHODWHG�WR�FKDQJHV�LQ�WKH�EHQHILW�REOLJDWLRQ�IRU�WKH�SHULRG��$PRQJ�RWKHU�
FKDQJHV��$68���������HOLPLQDWHV�WKH�UHTXLUHG�GLVFORVXUH�IRU�DOO�VSRQVRUV�RI�GHILQHG�EHQHILW�SODQV�
WR�GLVFORVH�WKH�DPRXQWV�LQ�DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH�H[SHFWHG�WR�EH�UHFRJQL]HG�DV�
FRPSRQHQWV�RI�QHW�SHULRGLF�EHQHILW�FRVW�RYHU�WKH�QH[W�ILVFDO�\HDU��7KH�XSGDWHV�QRWHG�DERYH�KDYH�
HIIHFWLYH�GDWHV�DV� IROORZV�ZLWK�HDUO\�DGRSWLRQ�SHUPLWWHG��$68���������� ILVFDO�\HDUV�EHJLQQLQJ�
DIWHU�'HFHPEHU�����������DQG�$68����������ILVFDO�\HDUV�HQGLQJ�DIWHU�'HFHPEHU�����������7KH�
+HDOWK� 6\VWHP� KDV� QRW� FRPSOHWHG� WKH� SURFHVV� RI� HYDOXDWLQJ� WKH� LPSDFW� RI� WKHVH� $68V� RQ� LWV�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

,Q�-XQH�������WKH�)$6%�LVVXHG�$68����������Financial Instruments – Credit Losses (Topic 326): 
Measurement of Credit Losses on Financial Instruments��7KH�PDLQ�REMHFWLYH�RI�$68���������DQG�
UHODWHG�$68�XSGDWHV�LV�WR�SURYLGH�ILQDQFLDO�VWDWHPHQW�XVHUV�ZLWK�PRUH�GHFLVLRQ�XVHIXO�LQIRUPDWLRQ�
DERXW�WKH�H[SHFWHG�FUHGLW�ORVVHV�RQ�ILQDQFLDO�LQVWUXPHQWV�DQG�RWKHU�FRPPLWPHQWV�WR�H[WHQG�FUHGLW�
KHOG�E\�D�UHSRUWLQJ�HQWLW\�DW�HDFK�UHSRUWLQJ�GDWH��7KH�DPHQGPHQWV�DIIHFW� ORDQV��GHEW�VHFXULWLHV��
WUDGH� UHFHLYDEOHV�� QHW� LQYHVWPHQWV� LQ� OHDVHV�� RII� EDODQFH� VKHHW� FUHGLW� H[SRVXUHV�� UHLQVXUDQFH�
UHFHLYDEOHV��DQG�DQ\�RWKHU�ILQDQFLDO�DVVHWV�QRW�H[FOXGHG�IURP�WKH�VFRSH�WKDW�KDYH�WKH�FRQWUDFWXDO�
ULJKW�WR�UHFHLYH�FDVK��7KH�DPHQGPHQWV�LQ�WKLV�8SGDWH�DUH�HIIHFWLYH�IRU�WKH�+HDOWK�6\VWHP�IRU�ILVFDO�
\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������7KH�+HDOWK�6\VWHP�LV�LQ�WKH�SURFHVV�RI�HYDOXDWLQJ�WKH�
LPSDFW�RI�$68���������RQ�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
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���1HW�3DWLHQW�6HUYLFH�5HYHQXH�

$FFRXQWV�5HFHLYDEOH�DQG�1HW�3DWLHQW�6HUYLFH�5HYHQXH�

1HW�SDWLHQW�VHUYLFH�UHYHQXH�LV�UHSRUWHG�DW�WKH�DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�WR�ZKLFK�WKH�
+HDOWK�6\VWHP�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�SURYLGLQJ�SDWLHQW�FDUH��7KHVH�DPRXQWV�DUH�
GXH�IURP�SDWLHQWV��WKLUG�SDUW\�SD\RUV��LQFOXGLQJ�KHDOWK�LQVXUHUV�DQG�JRYHUQPHQW�SURJUDPV���DQG�
RWKHUV�DQG�LQFOXGHV�SURYLVLRQV�IRU�YDULDEOH�FRQVLGHUDWLRQ��UHGXFWLRQV�WR�UHYHQXH��IRU�UHWURDFWLYH�
UHYHQXH� DGMXVWPHQWV� LQFOXGLQJ� DGMXVWPHQWV� GXH� WR� VHWWOHPHQW� RI� RQJRLQJ� DQG� IXWXUH� DXGLWV��
UHYLHZV��DQG�LQYHVWLJDWLRQV��

7KH�+HDOWK�6\VWHP�XVHV�D�SRUWIROLR�DSSURDFK�WR�DFFRXQW�IRU�FDWHJRULHV�RI�SDWLHQW�FRQWUDFWV�DV�D�
FROOHFWLYH�JURXS�UDWKHU�WKDQ�UHFRJQL]LQJ�UHYHQXH�RQ�DQ�LQGLYLGXDO�FRQWUDFW�EDVLV��7KH�SRUWIROLRV�
FRQVLVW� RI� PDMRU� SD\RU� FODVVHV� IRU� LQSDWLHQW� UHYHQXH� DQG� RXWSDWLHQW� UHYHQXH� DV� ZHOO� DV� KLJK�
EDODQFHG� DFFRXQWV� UHJDUGOHVV� RI� SD\RU� FODVV�� %DVHG� RQ� KLVWRULFDO� FROOHFWLRQ� WUHQGV� DQG� RWKHU�
DQDO\VHV��WKH�+HDOWK�6\VWHP�EHOLHYHV�WKDW�UHYHQXH�UHFRJQL]HG�E\�XWLOL]LQJ�WKH�SRUWIROLR�DSSURDFK�
DSSUR[LPDWHV�WKH�UHYHQXH�WKDW�ZRXOG�KDYH�EHHQ�UHFRJQL]HG�LI�DQ�LQGLYLGXDO�FRQWUDFW�DSSURDFK�ZHUH�
XVHG��

7KH�+HDOWK�6\VWHP¶V�LQLWLDO�HVWLPDWH�RI�WKH�WUDQVDFWLRQ�SULFH�IRU�VHUYLFHV�SURYLGHG�WR�SDWLHQWV�LV�
GHWHUPLQHG� E\� UHGXFLQJ� WKH� WRWDO� VWDQGDUG� FKDUJHV� UHODWHG� WR� WKH� SDWLHQW� VHUYLFHV� SURYLGHG� E\�
YDULRXV�HOHPHQWV�RI�YDULDEOH�FRQVLGHUDWLRQ��LQFOXGLQJ�FRQWUDFWXDO�DGMXVWPHQWV��GLVFRXQWV��LPSOLFLW�
SULFH� FRQFHVVLRQV�� DQG� RWKHU� UHGXFWLRQV� WR� WKH� +HDOWK� 6\VWHP¶V� VWDQGDUG� FKDUJHV�� 7KH� +HDOWK�
6\VWHP�GHWHUPLQHV�WKH�WUDQVDFWLRQ�SULFH�DVVRFLDWHG�ZLWK�VHUYLFHV�SURYLGHG�WR�SDWLHQWV�ZKR�KDYH�
WKLUG�SDUW\� SD\RU� FRYHUDJH� RQ� WKH� EDVLV� RI� FRQWUDFWXDO� RU� IRUPXOD�GULYHQ� UDWHV� IRU� WKH� VHUYLFHV�
UHQGHUHG� �VHH� GHVFULSWLRQ� RI� WKLUG�SDUW\� SD\RU� SD\PHQW� SURJUDPV� EHORZ��� 7KH� HVWLPDWHV� IRU�
FRQWUDFWXDO�DOORZDQFHV�DQG�GLVFRXQWV�DUH�EDVHG�RQ�FRQWUDFWXDO�DJUHHPHQWV��WKH�+HDOWK�6\VWHP¶V�
GLVFRXQW�SROLFLHV�DQG�KLVWRULFDO�H[SHULHQFH��)RU�XQLQVXUHG�DQG�XQGHULQVXUHG�SDWLHQWV�ZKR�GR�QRW�
TXDOLI\� IRU� FKDULW\� FDUH�� WKH� +HDOWK� 6\VWHP� GHWHUPLQHV� WKH� WUDQVDFWLRQ� SULFH� DVVRFLDWHG� ZLWK�
VHUYLFHV�RQ�WKH�EDVLV�RI�FKDUJHV�UHGXFHG�E\�LPSOLFLW�SULFH�FRQFHVVLRQV��,PSOLFLW�SULFH�FRQFHVVLRQV�
LQFOXGHG� LQ� WKH� HVWLPDWH� RI� WKH� WUDQVDFWLRQ� SULFH� DUH� EDVHG� RQ� WKH� +HDOWK� 6\VWHP¶V� KLVWRULFDO�
FROOHFWLRQ� H[SHULHQFH� IRU� DSSOLFDEOH� SDWLHQW� SRUWIROLRV��8QGHU� WKH�+HDOWK�6\VWHP¶V� FKDULW\� FDUH�
SROLF\��D�SDWLHQW�ZKR�KDV�QR� LQVXUDQFH�RU� LV�XQGHULQVXUHG�DQG�LV� LQHOLJLEOH�IRU�DQ\�JRYHUQPHQW�
DVVLVWDQFH� SURJUDP� KDV� KLV� RU� KHU� ELOO� UHGXFHG� WR� ����WKH� OHVVHU� RI� FKDUJHV� RU� WKH� 0HGLFDLG�
GLDJQRVWLF�UHODWHG�JURXS�IRU�LQSDWLHQW�DQG�����D�GLVFRXQW�IURP�0HGLFDLG�IHH�IRU�VHUYLFH�UDWHV�IRU�
RXWSDWLHQW�� 3DWLHQWV� ZKR�PHHW� WKH� +HDOWK� 6\VWHP¶V� FULWHULD� IRU� FKDULW\� FDUH� DUH� SURYLGHG� FDUH�
ZLWKRXW�FKDUJH��VXFK�DPRXQWV�DUH�QRW�UHSRUWHG�DV�UHYHQXH��
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*HQHUDOO\��WKH�+HDOWK�6\VWHP�ELOOV�SDWLHQWV�DQG�WKLUG�SDUW\�SD\RUV�VHYHUDO�GD\V�DIWHU�WKH�VHUYLFHV�
DUH� SHUIRUPHG� DQG�RU� WKH� SDWLHQW� LV� GLVFKDUJHG�� 1HW� SDWLHQW� VHUYLFH� UHYHQXH� LV� UHFRJQL]HG� DV�
SHUIRUPDQFH�REOLJDWLRQV�DUH�VDWLVILHG��3HUIRUPDQFH�REOLJDWLRQV�DUH�GHWHUPLQHG�EDVHG�RQ�WKH�QDWXUH�
RI� WKH� VHUYLFHV� SURYLGHG� E\� WKH� +HDOWK� 6\VWHP�� 1HW� SDWLHQW� VHUYLFH� UHYHQXH� IRU� SHUIRUPDQFH�
REOLJDWLRQV�VDWLVILHG�RYHU�WLPH�LV�UHFRJQL]HG�EDVHG�RQ�DFWXDO�FKDUJHV�LQFXUUHG�LQ�UHODWLRQ�WR�WRWDO�
FKDUJHV�� 7KH� +HDOWK� 6\VWHP� EHOLHYHV� WKDW� WKLV�PHWKRG� SURYLGHV� D� UHDVRQDEOH� GHSLFWLRQ� RI� WKH�
WUDQVIHU�RI�VHUYLFHV�RYHU�WKH�WHUP�RI�WKH�SHUIRUPDQFH�REOLJDWLRQ�EDVHG�RQ�WKH�VHUYLFHV�QHHGHG�WR�
VDWLVI\� WKH� REOLJDWLRQ��*HQHUDOO\�� SHUIRUPDQFH� REOLJDWLRQV� VDWLVILHG� RYHU� WLPH� UHODWH� WR� SDWLHQWV�
UHFHLYLQJ� LQSDWLHQW� DFXWH� FDUH� VHUYLFHV� RU� SDWLHQWV� UHFHLYLQJ� VHUYLFHV� LQ� WKH� +HDOWK� 6\VWHP¶V�
RXWSDWLHQW�DQG�DPEXODWRU\�FDUH�FHQWHUV��7KH�+HDOWK�6\VWHP�PHDVXUHV�WKH�SHUIRUPDQFH�REOLJDWLRQ�
IURP�DGPLVVLRQ�LQWR�WKH�KRVSLWDO�RU�WKH�FRPPHQFHPHQW�RI�DQ�RXWSDWLHQW�VHUYLFH�WR�WKH�SRLQW�ZKHQ�
LW� LV� QR� ORQJHU� UHTXLUHG� WR� SURYLGH� VHUYLFHV� WR� WKDW� SDWLHQW�� ZKLFK� LV� JHQHUDOO\� DW� WKH� WLPH� RI�
GLVFKDUJH�RU�WKH�FRPSOHWLRQ�RI�WKH�RXWSDWLHQW�YLVLW��

6XEVWDQWLDOO\�DOO�RI�LWV�SHUIRUPDQFH�REOLJDWLRQV�UHODWH�WR�FRQWUDFWV�ZLWK�D�GXUDWLRQ�RI�OHVV�WKDQ�RQH�
\HDU��8QVDWLVILHG�RU�SDUWLDOO\�XQVDWLVILHG�SHUIRUPDQFH�REOLJDWLRQV�SULPDULO\�UHODWH�WR�LQSDWLHQW�DFXWH�
FDUH�VHUYLFHV�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG�IRU�SDWLHQWV�ZKR�UHPDLQ�DGPLWWHG�DW�WKDW�WLPH��LQ�
KRXVH�SDWLHQWV���7KH�SHUIRUPDQFH�REOLJDWLRQV�IRU�LQ�KRXVH�SDWLHQWV�DUH�JHQHUDOO\�FRPSOHWHG�ZKHQ�
WKH�SDWLHQWV�DUH�GLVFKDUJHG��ZKLFK�IRU�WKH�PDMRULW\�RI�WKH�+HDOWK�6\VWHP¶V�LQ�KRXVH�SDWLHQWV�RFFXUV�
ZLWKLQ�GD\V�RU�ZHHNV�DIWHU�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��

6XEVHTXHQW�FKDQJHV�WR�WKH�HVWLPDWH�RI�WKH�WUDQVDFWLRQ�SULFH��GHWHUPLQHG�RQ�D�SRUWIROLR�EDVLV�ZKHQ�
DSSOLFDEOH��DUH�JHQHUDOO\�UHFRUGHG�DV�DGMXVWPHQWV�WR�SDWLHQW�VHUYLFH�UHYHQXH�LQ�WKH�SHULRG�RI�WKH�
FKDQJH�� )RU� WKH� \HDUV� HQGHG� 'HFHPEHU����� ����� DQG� ������ FKDQJHV� LQ� WKH� +HDOWK� 6\VWHP¶V�
HVWLPDWHV�RI�LPSOLFLW�SULFH�FRQFHVVLRQV��GLVFRXQWV��FRQWUDFWXDO�DGMXVWPHQWV��RU�RWKHU�UHGXFWLRQV�WR�
H[SHFWHG� SD\PHQWV� IRU� SHUIRUPDQFH� REOLJDWLRQV� VDWLVILHG� LQ� SULRU� SHULRGV�ZHUH� QRW� VLJQLILFDQW��
3RUWIROLR� FROOHFWLRQ� HVWLPDWHV� DUH� XSGDWHG� TXDUWHUO\� EDVHG� RQ� FROOHFWLRQ� WUHQGV�� 6XEVHTXHQW�
FKDQJHV�WKDW�DUH�GHWHUPLQHG�WR�EH�WKH�UHVXOW�RI�DQ�DGYHUVH�FKDQJH�LQ�WKH�SDWLHQW¶V�DELOLW\�WR�SD\�
�GHWHUPLQHG�RQ�D�SRUWIROLR�EDVLV�ZKHQ�DSSOLFDEOH�� DUH� UHFRUGHG�DV�EDG�GHEW� H[SHQVH��%DG�GHEW�
H[SHQVH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������ZDV�QRW�VLJQLILFDQW��

7KH�+HDOWK�6\VWHP�KDV�GHWHUPLQHG�WKDW�WKH�QDWXUH��DPRXQW��WLPLQJ��DQG�XQFHUWDLQW\�RI�UHYHQXH�DQG�
FDVK�IORZV�DUH�DIIHFWHG�E\�WKH�IROORZLQJ�IDFWRUV��SD\RUV�DQG�OLQHV�RI�EXVLQHVV��7DEOHV�SURYLGLQJ�
GHWDLOV�RI�WKHVH�IDFWRUV�DUH�SUHVHQWHG�EHORZ��
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1HW�SDWLHQW�VHUYLFH�UHYHQXH�UHFRJQL]HG�LQ�WKH�SHULRG�IURP�WKHVH�PDMRU�SD\RU�VRXUFHV��EDVHG�RQ�
SULPDU\�LQVXUDQFH�GHVLJQDWLRQ��LV�DV�IROORZV��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
�� � �
0HGLFDUH� �� �������� �� ��������
0HGLFDLG� �������� ��������
&RPPHUFLDO�FDUULHUV�DQG�KHDOWK�PDLQWHQDQFH�RUJDQL]DWLRQV� �������� ��������
6WDWH�VXEVLGLHV�(Note 4)� ������� �������
6HOI�SD\� ������� �������
� �� ���������� �� ����������

�
'HGXFWLEOHV��FRSD\PHQWV��DQG�FRLQVXUDQFH�XQGHU�WKLUG�SDUW\�SD\PHQW�SURJUDPV�ZLWKLQ�WKH�WKLUG�
SDUW\�SD\RUV�DPRXQWV�DERYH�DUH�WKH�SDWLHQW¶V�UHVSRQVLELOLW\�DQG�WKH�+HDOWK�6\VWHP�FRQVLGHUHG�WKHVH�
DPRXQWV�LQ�LWV�GHWHUPLQDWLRQ�RI�FROOHFWLRQ�HVWLPDWHV��

1HW�SDWLHQW�VHUYLFH�UHYHQXH�E\�OLQH�RI�EXVLQHVV�LV�DV�IROORZV��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
�� � �
+RVSLWDO� �� ���������� �� ��������
3K\VLFLDQ�VHUYLFHV� �������� ��������
� �� ���������� �� ����������

�
$FFRXQWV�UHFHLYDEOH�LV�FRPSULVHG�RI�WKH�IROORZLQJ�FRPSRQHQWV��

� 'HFHPEHU����
� ����� �����
�� � �
3DWLHQW�UHFHLYDEOHV� �� �������� �� ��������
&RQWUDFW�DVVHWV� ������� �������
� �� �������� �� ��������

�
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&RQWUDFW�DVVHWV�DUH�UHODWHG�WR�LQ�KRXVH�SDWLHQWV�ZKR�ZHUH�SURYLGHG�VHUYLFHV�GXULQJ�WKH�UHSRUWLQJ�
SHULRG�EXW�ZHUH�QRW�GLVFKDUJHG�DV�RI�WKH�UHSRUWLQJ�GDWH�DQG�IRU�ZKLFK�WKH�+HDOWK�6\VWHP�PD\�QRW�
KDYH�WKH�ULJKW�WR�ELOO��

7KLUG�3DUW\�3D\PHQW�3URJUDPV�

7KH�+HDOWK�6\VWHP�KDV�DJUHHPHQWV�ZLWK�WKLUG�SDUW\�SD\RUV�WKDW�SURYLGH�IRU�SD\PHQWV�DW�DPRXQWV�
GLIIHUHQW� IURP� HVWDEOLVKHG� FKDUJHV�� 7KH� &8+¶V� LQSDWLHQW� DFXWH� FDUH� VHUYLFHV� DQG� WKH� 83¶V�
SURIHVVLRQDO�VHUYLFHV�IRU�0HGLFDUH�DQG�0HGLFDLG�SURJUDP�EHQHILFLDULHV�DQG�WKH�&8+¶V�RXWSDWLHQW�
VHUYLFHV�IRU�0HGLFDUH�SURJUDP�EHQHILFLDULHV�DUH�SULPDULO\�SDLG�DW�SURVSHFWLYHO\�GHWHUPLQHG�UDWHV�
SHU� GLVFKDUJH� RU� YLVLW� RU� EDVHG� XSRQ� IHH� VFKHGXOHV�� 7KHVH� UDWHV� YDU\� DFFRUGLQJ� WR� SDWLHQW�
FODVVLILFDWLRQ�V\VWHPV�WKDW�DUH�EDVHG�RQ�FOLQLFDO��GLDJQRVWLF��DQG�RWKHU�IDFWRUV��7KH�+HDOWK�6\VWHP�
LV� UHLPEXUVHG� IRU�&8+�FRVW� UHLPEXUVDEOH�DQG�RWKHU�SDVV�WKURXJK� LWHPV�� VXFK�DV�EDG�GHEWV�DQG�
SDUDPHGLFDO�HGXFDWLRQ��IURP�0HGLFDUH�DQG�&8+�RXWSDWLHQW�VHUYLFHV�IRU�0HGLFDLG�DW�WHQWDWLYH�UDWHV�
ZLWK�ILQDO�VHWWOHPHQWV�GHWHUPLQHG�DIWHU�VXEPLVVLRQ�RI�DQQXDO�FRVW�UHSRUWV�E\�WKH�+HDOWK�6\VWHP�
DQG�DXGLWV� WKHUHRI�E\� WKH�SURJUDPV¶� ILVFDO� LQWHUPHGLDULHV��3URYLVLRQV�IRU�HVWLPDWHG�DGMXVWPHQWV�
UHVXOWLQJ�IURP�DXGLW�DQG�ILQDO�VHWWOHPHQWV�KDYH�EHHQ�UHFRUGHG��7KH�+HDOWK�6\VWHP¶V�FRVW�UHSRUWV�
WKURXJK�ILVFDO�\HDU������KDYH�EHHQ�VHWWOHG�E\�0HGLFDUH�DQG�WKH�FRVW�UHSRUW�IRU�ILVFDO�\HDU������KDV�
EHHQ� VXEPLWWHG�� ,Q� WKH� RSLQLRQ� RI� PDQDJHPHQW�� DGHTXDWH� SURYLVLRQ� KDV� EHHQ� PDGH� IRU� DQ\�
DGMXVWPHQW�ZKLFK�PD\� UHVXOW� IURP� WKH� ILQDO� VHWWOHPHQW� RI� WKHVH� UHSRUWV�� DSSHDO� LWHPV�� RU� RWKHU�
UHWURDFWLYH�FKDQJHV��

6HWWOHPHQWV� ZLWK� WKLUG�SDUW\� SD\RUV� IRU� FRVW� UHSRUW� ILOLQJV� DQG� UHWURDFWLYH� DGMXVWPHQWV� GXH� WR�
RQJRLQJ�DQG�IXWXUH�DXGLWV��UHYLHZV��RU�LQYHVWLJDWLRQV�DUH�FRQVLGHUHG�YDULDEOH�FRQVLGHUDWLRQ�DQG�DUH�
LQFOXGHG�LQ�WKH�GHWHUPLQDWLRQ�RI�WKH�HVWLPDWHG�WUDQVDFWLRQ�SULFH�IRU�SURYLGLQJ�SDWLHQW�FDUH��7KHVH�
VHWWOHPHQWV� DUH� HVWLPDWHG� EDVHG� RQ� WKH� WHUPV� RI� WKH� SD\PHQW� DJUHHPHQW� ZLWK� WKH� SD\RU��
FRUUHVSRQGHQFH�IURP�WKH�SD\RU�DQG�WKH�+HDOWK�6\VWHP¶V�KLVWRULFDO�VHWWOHPHQW�DFWLYLW\��IRU�H[DPSOH��
FRVW�UHSRUW�ILQDO�VHWWOHPHQWV�RU�UHSD\PHQWV�UHODWHG�WR�UHFRYHU\�DXGLWV���LQFOXGLQJ�DQ�DVVHVVPHQW�WR�
HQVXUH�WKDW�LW�LV�SUREDEOH�WKDW�D�VLJQLILFDQW�UHYHUVDO�LQ�WKH�DPRXQW�RI�FXPXODWLYH�UHYHQXH�UHFRJQL]HG�
ZLOO�QRW�RFFXU�ZKHQ� WKH�XQFHUWDLQW\�DVVRFLDWHG�ZLWK� WKH� UHWURDFWLYH�DGMXVWPHQW� LV� VXEVHTXHQWO\�
UHVROYHG�� 6XFK� HVWLPDWHV� DUH� GHWHUPLQHG� WKURXJK� HLWKHU� D� SUREDELOLW\�ZHLJKWHG� HVWLPDWH� RU� DQ�
HVWLPDWH�RI�WKH�PRVW�OLNHO\�DPRXQW��GHSHQGLQJ�RQ�WKH�FLUFXPVWDQFHV�UHODWHG�WR�D�JLYHQ�HVWLPDWHG�
VHWWOHPHQW�LWHP��(VWLPDWHG�VHWWOHPHQWV�DUH�DGMXVWHG�LQ�IXWXUH�SHULRGV�DV�DGMXVWPHQWV�EHFRPH�NQRZQ�
�WKDW�LV��QHZ�LQIRUPDWLRQ�EHFRPHV�DYDLODEOH���RU�DV�\HDUV�DUH�VHWWOHG�RU�DUH�QR�ORQJHU�VXEMHFW�WR�
VXFK�DXGLWV��UHYLHZV��DQG�LQYHVWLJDWLRQV��
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'XULQJ������DQG������� WKH�+HDOWK�6\VWHP� UHYLVHG�HVWLPDWHV�PDGH� LQ�SULRU�\HDUV� WR� UHIOHFW� WKH�
SDVVDJH�RI�WLPH�DQG�WKH�DYDLODELOLW\�RI�PRUH�UHFHQW�LQIRUPDWLRQ��VXFK�DV�DFFRXQWV�UHFHLYDEOH�SD\RU�
FROOHFWLRQ�WUHQGV�DQG�FRVW�UHSRUW�VHWWOHPHQW�DFWLYLW\��DVVRFLDWHG�ZLWK�WKH�UHODWHG�UHYHQXH�HVWLPDWHV��
7KH�QHW�HIIHFW�RI�WKH�+HDOWK�6\VWHP¶V�UHYLVLRQV�WR�SULRU�\HDU�HVWLPDWHV�UHVXOWHG�LQ�QHW�SDWLHQW�VHUYLFH�
UHYHQXH�LQFUHDVLQJ�E\�DSSUR[LPDWHO\��������DQG�GHFUHDVLQJ�E\�DSSUR[LPDWHO\��������IRU�WKH�\HDUV�
HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��

/DZV�DQG�UHJXODWLRQV�JRYHUQLQJ�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�DUH�H[WUHPHO\�FRPSOH[�DQG�
VXEMHFW� WR� LQWHUSUHWDWLRQ�� DQG� QRQFRPSOLDQFH� FRXOG� VXEMHFW� WKH� +HDOWK� 6\VWHP� WR� VLJQLILFDQW�
UHJXODWRU\�DFWLRQ��LQFOXGLQJ�ILQHV�DQG�SHQDOWLHV��$V�D�UHVXOW��WKHUH�LV�DW�OHDVW�D�UHDVRQDEOH�SRVVLELOLW\�
WKDW�UHFRUGHG�HVWLPDWHV�ZLOO�FKDQJH�E\�D�PDWHULDO�DPRXQW� LQ� WKH�QHDU� WHUP��7KH�+HDOWK�6\VWHP�
EHOLHYHV� WKDW� LW� LV� LQ� FRPSOLDQFH�ZLWK� DSSOLFDEOH� ODZV�DQG� UHJXODWLRQV�DQG� LV�QRW� DZDUH�RI� DQ\�
SHQGLQJ�RU�WKUHDWHQHG�LQYHVWLJDWLRQV�LQYROYLQJ�DOOHJDWLRQV�RI�SRWHQWLDO�QRQFRPSOLDQFH�WKDW�FRXOG�
KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��&RPSOLDQFH�
ZLWK�VXFK�ODZV�DQG�UHJXODWLRQV�FDQ�EH�VXEMHFW�WR�IXWXUH�JRYHUQPHQW�UHYLHZ�DQG�LQWHUSUHWDWLRQV�DV�
ZHOO�DV�VLJQLILFDQW�UHJXODWRU\�DFWLRQ��LQFOXGLQJ�ILQHV��SHQDOWLHV��DQG�H[FOXVLRQ�IURP�WKH�0HGLFDUH�
DQG�0HGLFDLG� SURJUDPV�� 7KH� +HDOWK� 6\VWHP� KDV� D� FRUSRUDWH� FRPSOLDQFH� SURJUDP� WR� PRQLWRU�
FRPSOLDQFH�ZLWK�0HGLFDUH�DQG�0HGLFDLG�ODZV�DQG�UHJXODWLRQV��

7KHUH� DUH� YDULRXV� SURSRVDOV� DW� WKH� IHGHUDO� DQG� VWDWH� OHYHOV� WKDW� FRXOG�� DPRQJ� RWKHU� WKLQJV��
VLJQLILFDQWO\�UHGXFH�SD\PHQW�UDWHV�RU�PRGLI\�SD\PHQW�PHWKRGV��7KH�XOWLPDWH�RXWFRPH�RI�WKHVH�
SURSRVDOV�DQG�RWKHU�PDUNHW�FKDQJHV��LQFOXGLQJ�WKH�SRWHQWLDO�HIIHFWV�RI�RU�UHYLVLRQV�WR�KHDOWK�FDUH�
UHIRUP�WKDW�KDV�EHHQ�RU�ZLOO�EH�HQDFWHG�E\�WKH�IHGHUDO�DQG�VWDWH�JRYHUQPHQWV�FDQQRW�SUHVHQWO\�EH�
GHWHUPLQHG��)XWXUH�FKDQJHV�LQ�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�DQG�DQ\�UHGXFWLRQ�RI�IXQGLQJ�
FRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�WKH�+HDOWK�6\VWHP��$GGLWLRQDOO\��FHUWDLQ�SD\RUV¶�SD\PHQW�UDWHV�
IRU�YDULRXV�\HDUV�KDYH�EHHQ�DSSHDOHG�E\�WKH�+HDOWK�6\VWHP��,I�WKH�DSSHDOV�DUH�VXFFHVVIXO��DGGLWLRQDO�
LQFRPH�DSSOLFDEOH�WR�WKRVH�\HDUV�PLJKW�EH�UHDOL]HG��

7KH�+HDOWK�6\VWHP�KDV�DOVR�HQWHUHG�LQWR�SD\PHQW�DJUHHPHQWV�ZLWK�FHUWDLQ�FRPPHUFLDO�LQVXUDQFH�
FDUULHUV�DQG�KHDOWK�PDLQWHQDQFH�RUJDQL]DWLRQV��7KH�EDVLV�IRU�SD\PHQW�WR�WKH�+HDOWK�6\VWHP�XQGHU�
WKHVH�DJUHHPHQWV�LQFOXGHV�SURVSHFWLYHO\�GHWHUPLQHG�UDWHV�SHU�GLVFKDUJH�RU�YLVLW��GLVFRXQWV�IURP�
HVWDEOLVKHG� FKDUJHV�� DQG� SURVSHFWLYHO\� GHWHUPLQHG� GDLO\� UDWHV�� 7KHVH� DJUHHPHQWV� KDYH�
UHWURVSHFWLYH�DXGLW�FODXVHV�DOORZLQJ�WKH�SD\RU� WR�UHYLHZ�DQG�DGMXVW�FODLPV�VXEVHTXHQW� WR� LQLWLDO�
SD\PHQW��

� �
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7KH�+HDOWK�6\VWHP¶V�VHUYLFH�DUHD�LV�VRXWKHUQ�1HZ�-HUVH\��7KH�+HDOWK�6\VWHP�JUDQWV�FUHGLW�ZLWKRXW�
FROODWHUDO�WR�LWV�SDWLHQWV��PRVW�RI�ZKRP�DUH�ORFDO�UHVLGHQWV�DQG�DUH�LQVXUHG�XQGHU�WKLUG�SDUW\�SD\RU�
DJUHHPHQWV�� 7KH� PL[� RI� QHW� DFFRXQWV� UHFHLYDEOH� IURP� SDWLHQWV� DQG� WKLUG�SDUW\� SD\RUV� ZDV� DV�
IROORZV��

� 'HFHPEHU����
� ����� �����
�� � �
&RPPHUFLDO� ���� ����
+HDOWK�PDLQWHQDQFH�RUJDQL]DWLRQV� ��� ���
0HGLFDUH� ��� ���
%OXH�&URVV� ��� ���
6HOI�SD\��LQFOXGLQJ�DFFRXQWV�ZKLFK�PD\��
XOWLPDWHO\�EH�FKDULW\�FDUH�� �� ��

0HGLFDLG� �� ��
� ����� �����

�
���&KDULW\�&DUH�DQG�6WDWH�6XEVLGLHV�

7KH�+HDOWK�6\VWHP�SURYLGHV�FDUH�WR�WKRVH�ZKR�PHHW�WKH�6WDWH�RI�1HZ�-HUVH\�3XEOLF�/DZ������
�&KDSWHU������FKDULW\�FDUH�FULWHULD��&KDULW\�FDUH�LV�SURYLGHG�ZLWKRXW�FKDUJH�RU�DW�DPRXQWV�OHVV�WKDQ�
LWV�HVWDEOLVKHG�FKDUJHV��7KH�+HDOWK�6\VWHP�PDLQWDLQV�UHFRUGV�WR�LGHQWLI\�DQG�PRQLWRU�WKH�OHYHO�RI�
FKDULW\�FDUH�LW�SURYLGHV��7KH�FRVW�RI�VHUYLFHV�SURYLGHG�DQG�VXSSOLHV�IXUQLVKHG�XQGHU�LWV�FKDULW\�FDUH�
SROLF\�LV�HVWLPDWHG�XVLQJ�LQWHUQDO�FRVW�GDWD�DQG�LV�FDOFXODWHG�EDVHG�RQ�WKH�+HDOWK�6\VWHP¶V�FRVW�
DFFRXQWLQJ�V\VWHP��7KH�WRWDO�GLUHFW�DQG�LQGLUHFW�DPRXQW�RI�FKDULW\�FDUH�SURYLGHG��GHWHUPLQHG�RQ�
WKH�EDVLV�RI�FRVW��ZDV���������DQG��������� IRU� WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������
UHVSHFWLYHO\��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���&KDULW\�&DUH�DQG�6WDWH�6XEVLGLHV��FRQWLQXHG��

7KH� +HDOWK� 6\VWHP¶V� SDWLHQW� DFFHSWDQFH� SROLF\� LV� EDVHG� XSRQ� LWV� PLVVLRQ� VWDWHPHQW� DQG� LWV�
FKDULWDEOH�SXUSRVHV��$FFRUGLQJO\��WKH�+HDOWK�6\VWHP�DFFHSWV�DOO�SDWLHQWV�UHJDUGOHVV�RI�WKHLU�DELOLW\�
WR� SD\��7KLV� SROLF\� UHVXOWV� LQ� WKH�+HDOWK�6\VWHP¶V� DVVXPSWLRQ�RI� VLJQLILFDQW� SDWLHQW� UHFHLYDEOH�
FUHGLW�ULVNV��)RU�SDWLHQWV�ZKR�ZHUH�GHWHUPLQHG�E\�WKH�+HDOWK�6\VWHP�WR�KDYH�WKH�DELOLW\�WR�SD\�EXW�
GLG�QRW�� WKH�H[SHFWHG�XQFROOHFWHG�DPRXQWV�DUH�FODVVLILHG�DV�DQ� LPSOLFLW�SULFH�FRQFHVVLRQ�ZKLFK�
GLUHFWO\�UHGXFHV�QHW�SDWLHQW�VHUYLFH�UHYHQXH��'LVWLQJXLVKLQJ�EHWZHHQ�FKDULW\�FDUH�DQG�LPSOLFLW�SULFH�
FRQFHVVLRQV�LV�GLIILFXOW��LQ�SDUW�EHFDXVH�VHUYLFHV�DUH�RIWHQ�UHQGHUHG�SULRU�WR�WKH�+HDOWK�6\VWHP¶V�
IXOO�HYDOXDWLRQ�RI�WKH�SDWLHQW¶V�DELOLW\�WR�SD\��

&KDSWHU�����HVWDEOLVKHG�WKH�&KDULW\�&DUH�6XEVLG\�)XQG�DQG�WKH�+RVSLWDO�5HOLHI�6XEVLG\�)XQG�WR�
SURYLGH�D�PHFKDQLVP�DQG�IXQGLQJ�VRXUFH�WR�FRPSHQVDWH�FHUWDLQ�KRVSLWDOV�IRU�FKDULW\�FDUH�DQG�RWKHU�
VHUYLFHV��7KHVH�DPRXQWV�DUH�VXEMHFW�WR�FKDQJH�IURP�\HDU�WR�\HDU�EDVHG�RQ�DYDLODEOH�VWDWH�EXGJHW�
DPRXQWV�DQG�DOORFDWLRQ�PHWKRGRORJLHV��

(IIHFWLYH� -XO\���� ������ WKH� VWDWH� UHSODFHG� WKH�+RVSLWDO� 5HOLHI� 6XEVLG\� )XQG�ZLWK� WKH�'HOLYHU\�
6\VWHP�5HIRUP�,QFHQWLYH�3D\PHQW�3RRO��'65,3���'65,3�LV�DYDLODEOH�WR�FHUWDLQ�KRVSLWDOV�WKDW�DUH�
DEOH� WR� HVWDEOLVK� SHUIRUPDQFH� LPSURYHPHQW� DFWLYLWLHV� LQ� RQH� RI� HLJKW� VSHFLILHG� FOLQLFDO�
LPSURYHPHQW�DUHDV��&8+�TXDOLILHG�XQGHU�WKH�'LDEHWHV�/RQJ�7HUP�&RPSOLFDWLRQV�$GPLVVLRQ�5DWH�
PHWULF��'65,3�FRYHUV� WKH�SHULRG�RI�-XO\��� WR� -XQH����RI�HDFK� ILVFDO�\HDU��)ROORZLQJ� WKH� LQLWLDO�
SURMHFW�SHULRG��WKH�VXEVLG\�FDQ�EH�DGMXVWHG�SRVLWLYHO\�RU�QHJDWLYHO\�GHSHQGLQJ�RQ�WKH�SHUIRUPDQFH�
GXULQJ�D�ILVFDO�SHULRG��6XFK�DGMXVWPHQWV�DUH�SURFHVVHG�SURVSHFWLYHO\��7KH�+HDOWK�6\VWHP�UHFRUGHG�
WKH�IROORZLQJ�DPRXQWV�IURP�WKHVH�VRXUFHV�DV�QHW�SDWLHQW�VHUYLFH�UHYHQXH��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
�� � �
&KDULW\�&DUH�6XEVLG\�)XQG� �� ������� �� �������
'HOLYHU\�6\VWHP�5HIRUP�,QFHQWLYH�3D\PHQW�3RRO� ������ ������
� �� ������� �� �������

�
� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\�

7KH�FRPSRVLWLRQ�RI�DVVHWV�OLPLWHG�DV�WR�XVH��SULPDULO\�DW�IDLU�YDOXH��LV�DV�IROORZV��

� 'HFHPEHU����
� ����� �����
,QWHUQDOO\�GHVLJQDWHG�E\�%RDUG�RI�7UXVWHHV�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� ������ �� ������
(TXLW\�VHFXULWLHV�� � �
8�6��FRPSDQLHV� ������� �������
,QWHUQDWLRQDO�FRPSDQLHV� ±� ������

8�6��7UHDVXU\�VHFXULWLHV� ������ �������
*RYHUQPHQWDO�DVVHW�EDFNHG�VHFXULWLHV� ������� ������
0XWXDO�IXQGV� ������ ������
$OWHUQDWLYH�LQYHVWPHQWV��DW�HTXLW\�PHWKRG�YDOXH� ������� �������
&RUSRUDWH�ERQGV� �������� ��������

� �� �������� �� ��������
�� � �
([WHUQDOO\�GHVLJQDWHG�IRU�GRQRU�SXUSRVHV�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� ���� �� ����
8�6��HTXLW\�VHFXULWLHV� ������� �������
8�6��7UHDVXU\�VHFXULWLHV� ������� �������
*RYHUQPHQWDO�DVVHW�EDFNHG�VHFXULWLHV� ���� ±�
&RUSRUDWH�ERQGV� ������ ������

� �� ������� �� �������
�� � �
([WHUQDOO\�GHVLJQDWHG�±�XQGHU�GHEW�DJUHHPHQWV�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� ������� �� �������
/HVV�FXUUHQW�SRUWLRQ� ������ ������

� �� ������ �� ������
�
� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\��FRQWLQXHG��

� 'HFHPEHU����
� ����� �����
$VVHWV�KHOG�XQGHU�GHEW�DJUHHPHQWV�DUH�PDLQWDLQHG�IRU�
WKH�IROORZLQJ�SXUSRVHV�� � �
'HEW�VHUYLFH�LQWHUHVW�IXQGV� �� ������ �� ������
'HEW�VHUYLFH�SULQFLSDO�IXQGV� ������ ������
'HEW�VHUYLFH�UHVHUYH�IXQGV� ���� ����
&DSLWDO�DGGLWLRQ�IXQGV� ������ ������

� �� ������� �� �������
�� � �
([WHUQDOO\�GHVLJQDWHG�±�HVFURZ�DJUHHPHQW�(Note 11)�� � �
&DVK�HTXLYDOHQWV� �� ������� �� �������

� � �
'HVLJQDWHG�±�XQGHU�VHOI�LQVXUDQFH�SURJUDPV�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� ������ �� ������
8�6��7UHDVXU\�VHFXULWLHV� ������ ������
*RYHUQPHQWDO�DVVHW�EDFNHG�VHFXULWLHV� ���� ������
0XWXDO�IXQGV� ������� ������
&RUSRUDWH�ERQGV� ������� �������

� ������� �������
/HVV�FXUUHQW�SRUWLRQ� ������� �������

� �� ������� �� �������
�
� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\��FRQWLQXHG��

,QYHVWPHQW�UHWXUQ��QHW�RI�DPRXQWV�FDSLWDOL]HG��DQG�QHW�FKDQJH�LQ�XQUHDOL]HG�JDLQV�DQG�ORVVHV�ZKLFK�
DUH�LQFOXGHG�LQ�QRQRSHUDWLQJ�JDLQV�DQG�ORVVHV�DUH�FRPSULVHG�RI�WKH�IROORZLQJ��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
1RQRSHUDWLQJ�JDLQV�DQG�ORVVHV�� � �
,QWHUHVW�DQG�GLYLGHQG�LQFRPH� �� ������� �� ������
1HW�UHDOL]HG�JDLQV�RQ�VDOHV�RI�VHFXULWLHV� ������� ������

,QYHVWPHQW�UHWXUQ� ������� �������
�� � �
1HW�FKDQJH�LQ�QHW�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�RWKHU�
WKDQ�WUDGLQJ�HTXLW\�VHFXULWLHV� ������ ±�

1HW�FKDQJH�LQ�QHW�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�WUDGLQJ�
VHFXULWLHV� ������� ���������

� �� ������� �� ��������
�
1HW�FKDQJHV� LQ�QHW�XQUHDOL]HG�JDLQV�DQG��ORVVHV��RQ�RWKHU�WKDQ�WUDGLQJ�VHFXULWLHV� �IL[HG� LQFRPH�
VHFXULWLHV� LQ� ������ IL[HG� LQFRPH� DQG� HTXLW\� VHFXULWLHV� LQ� ����� SULRU� WR� WKH� DGRSWLRQ� RI� $68�
��������� WRWDOHG� ������� DQG� ��������� DQG� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU����� ����� DQG� ������
UHVSHFWLYHO\��

  



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\��FRQWLQXHG��

/LTXLGLW\�5HVRXUFHV�

7KH�WDEOH�EHORZ�SUHVHQWV�ILQDQFLDO�DVVHWV�DQG�OLTXLGLW\�UHVRXUFHV�DYDLODEOH�IRU�JHQHUDO�H[SHQGLWXUHV�
ZLWKLQ�RQH�\HDU��

� 'HFHPEHU����
� ����� �����
)LQDQFLDO�DVVHWV�DYDLODEOH�DV�UHSRUWHG�RQ�WKH�
DFFRPSDQ\LQJ�EDODQFH�VKHHWV�� � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� �������� �� ��������
1HW�SDWLHQW�DFFRXQWV�UHFHLYDEOH� �������� ��������
&XUUHQW�SRUWLRQ�RI�DVVHWV�OLPLWHG�WR�XVH� ������� �������
$VVHWV�OLPLWHG�DV�WR�XVH��QHW�RI�FXUUHQW�SRUWLRQ� �������� ��������

7RWDO�ILQDQFLDO�DVVHWV�DYDLODEOH� �������� ��������
�� � �
/HVV�DPRXQWV�QRW�DYDLODEOH�WR�EH�XVHG�ZLWKLQ�RQH�\HDU�IRU�
JHQHUDO�H[SHQGLWXUHV�� � �
$VVHWV�OLPLWHG�DV�WR�XVH�� � �
([WHUQDOO\�GHVLJQDWHG�IRU�GRQRU�SXUSRVHV� ������� �������
([WHUQDOO\�GHVLJQDWHG�XQGHU�GHEW�DJUHHPHQWV� ������� �������
([WHUQDOO\�GHVLJQDWHG�±�HVFURZ�DJUHHPHQW� ������� �������
'HVLJQDWHG�XQGHU�VHOI�LQVXUDQFH�SURJUDPV� ������� �������

)LQDQFLDO�DVVHWV�DYDLODEOH�DQG�OLTXLG�WR�PHHW�JHQHUDO�
H[SHQGLWXUHV�ZLWKLQ�RQH�\HDU� �� �������� �� ��������

�
7KH�+HDOWK�6\VWHP�KDV� FHUWDLQ�%RDUG� GHVLJQDWHG� DVVHWV� OLPLWHG� WR� XVH�ZKLFK� DUH� DYDLODEOH� IRU�
JHQHUDO� H[SHQGLWXUH�� 7KH� +HDOWK� 6\VWHP� KDV� RWKHU� DVVHWV� OLPLWHG� WR� XVH� IRU� GRQRU�UHVWULFWHG�
SXUSRVHV��GHEW�DJUHHPHQWV��VHOI�LQVXUDQFH�SURJUDPV��DQG�HVFURZ�DJUHHPHQWV��$V�SDUW�RI�WKH�+HDOWK�
6\VWHP¶V�OLTXLGLW\�PDQDJHPHQW�SODQ��FDVK�LQ�H[FHVV�RI�GDLO\�UHTXLUHPHQWV�DUH�LQYHVWHG�LQ�VKRUW�
WHUP�LQYHVWPHQWV�DQG�PRQH\�PDUNHW�IXQGV��$VVHWV�ZKLFK�DUH�QRW�DYDLODEOH�IRU�JHQHUDO�H[SHQGLWXUH�
ZLWKLQ�RQH�\HDU�LQ�WKH�QRUPDO�FRXUVH�RI�RSHUDWLRQV�DUH�H[FOXGHG�IURP�WKH�WRWDO�OLTXLGLW\�EDODQFH�LQ�
WKH�WDEOH�DERYH��



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\��FRQWLQXHG��

$GGLWLRQDOO\��WKH�+HDOWK�6\VWHP�PDLQWDLQV�OLQHV�RI�FUHGLW�WRWDOLQJ�����������DV�GHVFULEHG�LQ�1RWH����
$V�RI�'HFHPEHU����������DQG������� WKHUH�ZDV���������DQG��������RXWVWDQGLQJ�RQ� WKH� OLQH�RI�
FUHGLW��UHVSHFWLYHO\��

$V�RI�'HFHPEHU�����������WKH�+HDOWK�6\VWHP�ZDV�LQ�FRPSOLDQFH�ZLWK�GHEW�FRYHQDQWV��

)DLU�9DOXH�

7KH�IDLU�YDOXH�IUDPHZRUN�HVWDEOLVKHV�D�WKUHH�WLHU�IDLU�YDOXH�KLHUDUFK\��ZKLFK�SULRULWL]HV�WKH�LQSXWV�
XVHG�LQ�PHDVXULQJ�IDLU�YDOXH��7KHVH�WLHUV�LQFOXGH�/HYHO���±�GHILQHG�DV�REVHUYDEOH�LQSXWV�VXFK�DV�
TXRWHG�SULFHV� LQ� DFWLYH�PDUNHWV��/HYHO���±�GHILQHG�DV� LQSXWV�RWKHU� WKDQ�TXRWHG�SULFHV� LQ� DFWLYH�
PDUNHWV� WKDW�DUH�HLWKHU�GLUHFWO\�RU� LQGLUHFWO\�REVHUYDEOH��DQG�/HYHO���±�GHILQHG�DV�XQREVHUYDEOH�
LQSXWV� LQ�ZKLFK� OLWWOH�RU�QR�PDUNHW�GDWD�H[LVWV�� WKHUHIRUH�UHTXLULQJ�DQ�HQWLW\� WR�GHYHORS� LWV�RZQ�
DVVXPSWLRQV��

,Q�GHWHUPLQLQJ� IDLU�YDOXH�� WKH�+HDOWK�6\VWHP�XVHV� WKH�PDUNHW� DSSURDFK��7KLV� DSSURDFK�XWLOL]HV�
SULFHV� DQG� RWKHU� UHOHYDQW� LQIRUPDWLRQ� JHQHUDWHG� E\�PDUNHW� WUDQVDFWLRQV� LQYROYLQJ� LGHQWLFDO� RU�
FRPSDUDEOH�DVVHWV�RU�OLDELOLWLHV��

7KH�+HDOWK�6\VWHP�UHFRUGV�LWV�DOWHUQDWLYH�LQYHVWPHQWV�KHOG�ZLWKLQ�DVVHWV�OLPLWHG�DV�WR�XVH�EDVHG�
XSRQ�WKH�HTXLW\�PHWKRG�RI�DFFRXQWLQJ�DQG��DFFRUGLQJO\��VXFK�DVVHWV�DUH�H[FOXGHG�IURP�WKH�IDLU�
YDOXH�WDEOH�EHORZ��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\��FRQWLQXHG��

7KH� IROORZLQJ� WDEOH� SUHVHQWV� WKH� IDLU� YDOXH� KLHUDUFK\� IRU� WKH�+HDOWK� 6\VWHP¶V� ILQDQFLDO� DVVHWV�
PHDVXUHG�DW�IDLU�YDOXH�RQ�D�UHFXUULQJ�EDVLV�ZKLFK�LQFOXGH�FDVK�DQG�FDVK�HTXLYDOHQWV��DVVHWV�OLPLWHG�
DV�WR�XVH��H[FOXGLQJ�DOWHUQDWLYH�LQYHVWPHQWV�RI���������DQG���������DW�'HFHPEHU����������DQG�
������UHVSHFWLYHO\���DQG�WKH�PDUN�WR�PDUNHW�SRVLWLRQ�RI�LQWHUHVW�UDWH�VZDS�DUUDQJHPHQWV��

� 7RWDO� /HYHO��� /HYHO��� /HYHO���
'HFHPEHU���������� � � � �
$VVHWV� � � � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� �������� �� �������� �� ±� �� ±�
8�6��HTXLW\�VHFXULWLHV� ������� ������� � �
0XWXDO�IXQGV� ������� ������� ±� ±�
8�6��7UHDVXU\�VHFXULWLHV� ������� ������� ±� ±�
*RYHUQPHQWDO�DVVHW�EDFNHG�
VHFXULWLHV� ������� ±� ������� ±�

&RUSRUDWH�ERQGV� �������� ±� �������� ±�
7RWDO�DVVHWV�PHDVXUHG�DW�IDLU�
YDOXH� �� �������� �� �������� �� �������� �� ±�

� � � � �
/LDELOLWLHV� � � � �
,QWHUHVW�UDWH�VZDSV� �� ������ �� ±� �� ������ �� ±�
7RWDO�OLDELOLWLHV�PHDVXUHG�DW�
IDLU�YDOXH� �� ������ �� ±� �� ������ �� ±�

�
� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���$VVHWV�/LPLWHG�DV�WR�8VH��,QYHVWPHQW�,QFRPH��DQG�/LTXLGLW\��FRQWLQXHG��

� 7RWDO� /HYHO��� /HYHO��� /HYHO���
'HFHPEHU���������� � � � �
$VVHWV� � � � �
&DVK�DQG�FDVK�HTXLYDOHQWV� �� �������� �� �������� �� ±� �� ±�
(TXLW\�VHFXULWLHV�� � � � �
8�6��FRPSDQLHV� ������� ������� ±� ±�
,QWHUQDWLRQDO�FRPSDQLHV� ������ ������ ±� ±�

0XWXDO�IXQGV� ������� ������� ±� ±�
8�6��7UHDVXU\�VHFXULWLHV� ������� ������� ±� ±�
*RYHUQPHQWDO�DVVHW�EDFNHG�
VHFXULWLHV� ������� ±� ������� ±�

&RUSRUDWH�ERQGV� �������� ±� �������� ±�
7RWDO�DVVHWV�PHDVXUHG�DW�IDLU�
YDOXH� �� �������� �� �������� �� �������� �� ±�

� � � � �
/LDELOLWLHV� � � � �
,QWHUHVW�UDWH�VZDSV� �� ������ �� ±� �� ������ �� ±�
7RWDO�OLDELOLWLHV�PHDVXUHG�DW�
IDLU�YDOXH� �� ������ �� ±� �� ������ �� ±�

�
7KH�+HDOWK� 6\VWHP� GHWHUPLQHV� WKH� HVWLPDWHG� IDLU� YDOXH� IRU� LWV� /HYHO��� VHFXULWLHV� XVLQJ� TXRWHG�
�XQDGMXVWHG��SULFHV�IRU�LGHQWLFDO�DVVHWV�LQ�DFWLYH�PDUNHWV��

7KH�+HDOWK�6\VWHP�GHWHUPLQHV�WKH�HVWLPDWHG�IDLU�YDOXH�IRU�LWV�/HYHO���VHFXULWLHV�XVLQJ�WKH�IROORZLQJ�
PHWKRGV��TXRWHG�SULFHV�IRU�VLPLODU�DVVHWV�OLDELOLWLHV�LQ�DFWLYH�PDUNHWV��TXRWHG�SULFHV�IRU�LGHQWLFDO�
RU�VLPLODU�DVVHWV�LQ�QRQ�DFWLYH�PDUNHWV��IHZ�WUDQVDFWLRQV��OLPLWHG�LQIRUPDWLRQ��QRQFXUUHQW�SULFHV��
KLJK�YDULDELOLW\�RYHU�WLPH���LQSXWV�RWKHU�WKDQ�TXRWHG�SULFHV�WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHW�OLDELOLW\�
�H�J���LQWHUHVW� UDWHV�� \LHOG� FXUYHV�� GHIDXOW� UDWHV��� DQG� LQSXWV� WKDW� DUH�GHULYHG�SULQFLSDOO\� IURP�RU�
FRUURERUDWHG�E\�RWKHU�REVHUYDEOH�PDUNHW�GDWD��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���3URSHUW\��3ODQW��DQG�(TXLSPHQW�

� 'HFHPEHU���� 'HSUHFLDEOH�
/LIH�� ����� �����

�� � � �
/DQG� �� ������ �� ������ �
/DQG�LPSURYHPHQWV� ������ ������ �±���\HDUV�
%XLOGLQJV�DQG�EXLOGLQJ�LPSURYHPHQWV� �������� �������� ��±���\HDUV�
)L[HG�HTXLSPHQW� ������� ������� ��±���\HDUV�
0DMRU�PRYDEOH�HTXLSPHQW� �������� �������� �±���\HDUV�
� ���������� ���������� �
/HVV�DFFXPXODWHG�GHSUHFLDWLRQ� ���������� ���������� �
� �������� �������� �
&RQVWUXFWLRQ�LQ�SURJUHVV� �������� ������� �
� �� �������� �� �������� �

�
'HSUHFLDWLRQ�H[SHQVH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������DPRXQWHG�WR���������DQG�
���������UHVSHFWLYHO\��3URSHUW\��SODQW��DQG�HTXLSPHQW��QHW�LQFOXGHG��������DQG��������RI�DVVHWV�
KHOG�XQGHU�ILQDQFH�OHDVHV�DW�'HFHPEHU����������DQG�������UHVSHFWLYHO\��

7KH� +HDOWK� 6\VWHP� FDSLWDOL]HG� QHW� LQWHUHVW� H[SHQVH� RI� ����� DQG� ����� IRU� WKH� \HDUV� HQGHG�
'HFHPEHU����������DQG�������UHVSHFWLYHO\��

���/HDVHV�

$V�GHVFULEHG�LQ�1RWH����WKH�+HDOWK�6\VWHP�DGRSWHG�$68���������HIIHFWLYH�-DQXDU\����������7KH�
+HDOWK�6\VWHP�OHDVHV�FHUWDLQ�SURSHUW\�DQG�HTXLSPHQW�XQGHU�ILQDQFH�DQG�RSHUDWLQJ�OHDVHV��/HDVHV�
DUH�FODVVLILHG�DV�HLWKHU�ILQDQFH�RU�RSHUDWLQJ�OHDVHV�EDVHG�RQ�WKH�XQGHUO\LQJ�WHUPV�RI�WKH�DJUHHPHQW�
DQG�FHUWDLQ�FULWHULD��VXFK�DV�WKH�WHUP�RI�WKH�OHDVH�UHODWLYH�WR�WKH�XVHIXO�OLIH�RI�WKH�DVVHW�DQG�WKH�WRWDO�
OHDVH� SD\PHQWV� WR� EH�PDGH� DV� FRPSDUHG� WR� WKH� IDLU� YDOXH� RI� WKH� DVVHW�� DPRQJVW� RWKHU� FULWHULD��
)LQDQFH�OHDVHV�UHVXOW�LQ�DQ�DFFRXQWLQJ�WUHDWPHQW�VLPLODU�WR�DQ�DFTXLVLWLRQ�RI�WKH�DVVHW��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/HDVHV��FRQWLQXHG��

)RU�OHDVHV�ZLWK�LQLWLDO�WHUPV�JUHDWHU�WKDQ�D�\HDU��RU�LQLWLDOO\�JUHDWHU�WKDQ�RQH�\HDU�UHPDLQLQJ�XQGHU�
WKH�OHDVH�DW�WKH�GDWH�RI�DGRSWLRQ�RI�$68�����������WKH�+HDOWK�6\VWHP�UHFRUGV�WKH�UHODWHG�ULJKW�RI�
XVH�DVVHWV�DQG�OLDELOLWLHV�DW�WKH�SUHVHQW�YDOXH�RI�WKH�OHDVH�SD\PHQWV�WR�EH�SDLG�RYHU�WKH�OLIH�RI�WKH�
UHODWHG� OHDVH�� 7KH� +HDOWK� 6\VWHP¶V� OHDVHV� PD\� LQFOXGH� YDULDEOH� OHDVH� SD\PHQWV� DQG� UHQHZDO�
RSWLRQV��9DULDEOH�OHDVH�SD\PHQWV�DUH�H[FOXGHG�IURP�WKH�DPRXQWV�XVHG�WR�GHWHUPLQH�WKH�ULJKW�RI�
XVH�DVVHWV�DQG�OLDELOLWLHV�XQOHVV�WKH�YDULDEOH�OHDVH�SD\PHQWV�GHSHQG�RQ�DQ�LQGH[�RU�UDWH�RU�DUH�LQ�
VXEVWDQFH�IL[HG�SD\PHQWV��/HDVH�SD\PHQWV�UHODWHG�WR�SHULRGV�VXEMHFW�WR�UHQHZDO�RSWLRQV�DUH�DOVR�
H[FOXGHG� IURP� WKH� DPRXQWV� XVHG� WR� GHWHUPLQH� WKH� ULJKW�RI�XVH� DVVHWV� DQG� OLDELOLWLHV� XQOHVV� WKH�
+HDOWK�6\VWHP�LV�UHDVRQDEO\�FHUWDLQ�WR�H[HUFLVH�WKH�RSWLRQ�WR�H[WHQG�WKH�OHDVH��7KH�SUHVHQW�YDOXH�
RI� OHDVH� SD\PHQWV� LV� FDOFXODWHG�E\�XWLOL]LQJ� WKH�GLVFRXQW� UDWH� VWDWHG� LQ� WKH� OHDVH��ZKHQ� UHDGLO\�
GHWHUPLQDEOH��)RU�OHDVHV�IRU�ZKLFK�WKLV�UDWH�LV�QRW�UHDGLO\�DYDLODEOH��WKH�+HDOWK�6\VWHP�KDV�HOHFWHG�
WR�XVH�D�ULVN�IUHH�GLVFRXQW�UDWH�GHWHUPLQHG�XVLQJ�D�SHULRG�FRPSDUDEOH�ZLWK�WKDW�RI�WKH�OHDVH�WHUP��
7KH�+HDOWK�6\VWHP�KDV�PDGH�DQ�DFFRXQWLQJ�SROLF\�HOHFWLRQ� WR�VHSDUDWH� OHDVH�FRPSRQHQWV�IURP�
QRQOHDVH�FRPSRQHQWV�LQ�FRQWUDFWV�ZKHQ�GHWHUPLQLQJ�LWV�OHDVH�SD\PHQWV�IRU�LWV�DVVHW�FODVVHV�H[FHSW�
IRU� PHGLFDO� HTXLSPHQW�� DV� SHUPLWWHG� E\� $68� ��������� $V� VXFK�� WKH� +HDOWK� 6\VWHP� GRHV� QRW�
DFFRXQW�IRU�WKH�DSSOLFDEOH�QRQOHDVH�FRPSRQHQWV�WRJHWKHU�ZLWK�WKH�UHODWHG�OHDVH�FRPSRQHQWV�ZKHQ�
GHWHUPLQLQJ�WKH�ULJKW�RI�XVH�DVVHWV�DQG�OLDELOLWLHV��H[FHSW�IRU�PHGLFDO�HTXLSPHQW��

7KH�+HDOWK�6\VWHP�KDV�PDGH�DQ�DFFRXQWLQJ�SROLF\�HOHFWLRQ�QRW�WR�UHFRUG�OHDVHV�ZLWK�DQ�LQLWLDO�WHUP�
RI�OHVV�WKDQ�D�\HDU�DV�ULJKW�RI�XVH�DVVHWV�DQG�OLDELOLWLHV��

2SHUDWLQJ� OHDVHV�ZLWK� D�SUHVHQW� YDOXH�RI� DSSUR[LPDWHO\���������ZHUH� UHFRUGHG� DV� ULJKW�RI�XVH�
OLDELOLWLHV�DQG�DVVHWV�DV�RI�-DQXDU\����������XSRQ�WKH�DGRSWLRQ�RI�$68����������

� �
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1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/HDVHV��FRQWLQXHG��

7KH�IROORZLQJ�VFKHGXOH�VXPPDUL]HV�LQIRUPDWLRQ�UHODWHG�WR�WKH�OHDVH�DVVHWV�DQG�OLDELOLWLHV�DV�RI�DQG�
IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������

/HDVH�FRVW�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������� �
)LQDQFH�OHDVH�FRVW�� �
$PRUWL]DWLRQ�RI�ULJKW�RI�XVH�DVVHW� �� ����
,QWHUHVW�RQ�OHDVH�OLDELOLWLHV� ������

2SHUDWLQJ�OHDVH�FRVW� �������
6KRUW�WHUP�OHDVH�FRVW� ������

7RWDO�OHDVH�FRVW� �� �������
�� �
5LJKW�RI�XVH�DVVHWV�DQG�OLDELOLWLHV�DV�RI�'HFHPEHU����������� �
5LJKW�RI�XVH�DVVHWV�±�ILQDQFH�OHDVHV� �� ������
/HDVH�OLDELOLW\�±�ILQDQFH�OHDVHV� ������
5LJKW�RI�XVH�DVVHWV�±�RSHUDWLQJ�OHDVHV� �������
/HDVH�OLDELOLW\�±�RSHUDWLQJ�OHDVHV� �������

�� �
2WKHU�LQIRUPDWLRQ�� �
&DVK�SDLG�IRU�DPRXQWV�LQFOXGHG�LQ�WKH�PHDVXUHPHQW�RI�OHDVH�OLDELOLWLHV�
�\HDU�HQGHG�'HFHPEHU������������ �
2SHUDWLQJ�FDVK�IORZV�IURP�ILQDQFH�OHDVHV� �� ������
2SHUDWLQJ�FDVK�IORZV�IURP�RSHUDWLQJ�OHDVHV� �������
)LQDQFLQJ�FDVK�IORZV�IURP�ILQDQFH�OHDVHV� ����

�� �
5LJKW�RI�XVH�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�QHZ�ILQDQFH�OHDVH�OLDELOLWLHV�
�\HDU�HQGHG�'HFHPEHU����������� �� ±�

5LJKW�RI�XVH�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�QHZ�RSHUDWLQJ�OHDVH�OLDELOLWLHV�
�\HDU�HQGHG�'HFHPEHU����������� �� ������

�� �
:HLJKWHG�DYHUDJH�UHPDLQLQJ�OHDVH�WHUP�±�ILQDQFH�OHDVHV� ������
:HLJKWHG�DYHUDJH�UHPDLQLQJ�OHDVH�WHUP�±�RSHUDWLQJ�OHDVHV� �����
:HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�±�ILQDQFH�OHDVHV� ������
:HLJKWHG�DYHUDJH�GLVFRXQW�UDWH�±�RSHUDWLQJ�OHDVHV� ������

�



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/HDVHV��FRQWLQXHG��

)RU�ILQDQFH�OHDVHV��ULJKW�RI�XVH�DVVHWV�DUH�UHFRUGHG�LQ�SURSHUW\��EXLOGLQJV�DQG�HTXLSPHQW�DQG�OHDVH�
OLDELOLWLHV�DUH�UHFRUGHG�LQ�ORQJ�WHUP�GHEW� LQ� WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV��)RU�
RSHUDWLQJ�OHDVHV��ULJKW�RI�XVH�DVVHWV�DUH�UHFRUGHG�LQ�RSHUDWLQJ�OHDVH�DVVHWV��QHW�DQG�OHDVH�OLDELOLWLHV�
DUH�UHFRUGHG�LQ�RSHUDWLQJ�OHDVH�OLDELOLW\��FXUUHQW�DQG�QRQFXUUHQW�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�
EDODQFH�VKHHWV��

7KH�IROORZLQJ�WDEOH�UHFRQFLOHV�WKH�XQGLVFRXQWHG�OHDVH�SD\PHQWV�WR�WKH�OHDVH�OLDELOLWLHV�UHFRUGHG�RQ�
WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHW�DW�'HFHPEHU�����������

�
)LQDQFH�
/HDVHV�

2SHUDWLQJ�
/HDVHV�

� � �
����� �� ������ �� �������
����� ������ �������
����� ������ �������
����� ������ ������
����� ������ ������
7KHUHDIWHU� ������ ������
7RWDO�OHDVH�SD\PHQWV� ������� �������
/HVV�LPSXWHG�LQWHUHVW� �������� ��������
7RWDO�OHDVH�REOLJDWLRQ� ������ �������
/HVV�FXUUHQW�SRUWLRQ� ���� �������
/RQJ�WHUP�SRUWLRQ� �� ������ �� �������

�
2Q�$SULO�����������WKH�+HDOWK�6\VWHP�H[HFXWHG�DQ�DJUHHPHQW�WR�OHDVH�JURXQG�RZQHG�E\�WKH�+HDOWK�
6\VWHP� WR� WKH�&&,$��XSRQ�ZKLFK� D� SDUNLQJ� IDFLOLW\�ZDV� FRQVWUXFWHG��7KH�SDUNLQJ� IDFLOLW\�ZDV�
ILQDQFHG�DQG�FRQVWUXFWHG�DQG�LV�RSHUDWHG�E\�WKH�&&,$��8SRQ�FRPSOHWLRQ�RI�FRQVWUXFWLRQ�LQ�������
WKH�+HDOWK�6\VWHP�OHDVHG�IURP�WKH�&&,$�DSSUR[LPDWHO\�����RI�WKH�WRWDO�SDUNLQJ�VSDFHV�LQ�WKH�
IDFLOLW\�SXUVXDQW�WR�D�SDUNLQJ�OLFHQVH�DJUHHPHQW�WKDW�ZDV�DOVR�H[HFXWHG�RQ�$SULO�����������WKH�ULJKW�
RI�XVH�DVVHW�DQG�OLDELOLW\�DUH�UHIOHFWHG�LQ�WKH�DPRXQWV�DERYH���8QGHU�WKH�JURXQG�OHDVH��WKH�+HDOWK�
6\VWHP�UHFHLYHV�EDVH�UHQW�RI������DQQXDOO\�RYHU�WKH�WHUP�RI�WKH�OHDVH�DQG�PD\�UHFHLYH�DGGLWLRQDO�
YDULDEOH�UHQW�EDVHG�XSRQ�WKH�RSHUDWLRQV�RI�WKH�JDUDJH��'XULQJ�WKH�LQLWLDO�WHUP�RI����\HDUV��WKH�+HDOWK�
6\VWHP¶V�SDUNLQJ�OLFHQVH�IHH�DJUHHPHQW�LQFUHDVHV�DQQXDOO\����GXULQJ�WKH�ILUVW���\HDUV�DQG������
DQQXDOO\�WKHUHDIWHU��



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/RQJ�7HUP�'HEW�DQG�/LQHV�RI�&UHGLW�

� 'HFHPEHU����
� ����� �����
����$�1HZ�-HUVH\�(FRQRPLF�'HYHORSPHQW�$XWKRULW\��1-('$��
9DULDEOH�5DWH�'HPDQG�5HYHQXH�%RQGV��ZLWK�SULQFLSDO�SD\PHQWV�
UDQJLQJ�IURP��������WR���������GXH�DQQXDOO\�EHJLQQLQJ�RQ�
1RYHPEHU����������WKURXJK�������ZLWK�PRQWKO\�LQWHUHVW�
SD\PHQWV��DGMXVWHG�WR�D�ZHHNO\�UDWH�GHWHUPLQHG�E\�WKH�
UHPDUNHWLQJ�DJHQW��QRW�WR�H[FHHG������������DQG�������DW�
'HFHPEHU����������DQG�������UHVSHFWLYHO\�� �� ������� �� �������

����$�&DPGHQ�&RXQW\�,PSURYHPHQW�$XWKRULW\��&&,$��9DULDEOH�
5DWH�5HYHQXH�%RQGV��ZLWK�SULQFLSDO�SD\PHQWV�UDQJLQJ�IURP�
����WR�����GXH�PRQWKO\�RQ�0DUFK����WKURXJK�)HEUXDU\�����
������ZLWK�PRQWKO\�LQWHUHVW�SD\PHQWV�EDVHG�RQ�����RI�/RQGRQ�
,QWHUEDQN�2IIHUHG�5DWH��/,%25���SOXV�����EDVLV�SRLQWV� ������ ������

����$�&&,$�5HYHQXH�%RQGV��LQFOXGLQJ�XQDPRUWL]HG�RULJLQDO�
LVVXH�GLVFRXQW�RI��������DQG��������DW�'HFHPEHU����������DQG�
������UHVSHFWLYHO\��ZLWK�SULQFLSDO�SD\PHQWV�UDQJLQJ�IURP������
WR���������GXH�DQQXDOO\�EHJLQQLQJ�RQ�1RYHPEHU����������
WKURXJK�������ZLWK�LQWHUHVW�UDWHV�UDQJLQJ�IURP�������WR��������
GXH�)HEUXDU\����DQG�$XJXVW����RI�HDFK�\HDU� ������� �������

����$�&&,$�5HYHQXH�%RQGV��LQFOXGLQJ�XQDPRUWL]HG�RULJLQDO�
LVVXH�SUHPLXP�RI���������DQG���������DW�'HFHPEHU����������
DQG�������UHVSHFWLYHO\��ZLWK�SULQFLSDO�SD\PHQWV�UDQJLQJ�IURP�
�������WR���������GXH�DQQXDOO\�WKURXJK�������ZLWK�DQ�LQWHUHVW�
UDWH�RI��������GXH�)HEUXDU\����DQG�$XJXVW����RI�HDFK�\HDU� �������� ��������

1RWH�SD\DEOH�GXH�LQ�PRQWKO\�LQVWDOOPHQWV��LQFOXGLQJ�LQWHUHVW�
DGMXVWHG�HYHU\�ILYH�\HDUV�SHU�WKH�DJUHHPHQW��������DW�
'HFHPEHU����������DQG��������PDWXULW\�GDWH�RI�-XO\����������
VHFXUHG�E\�WKH�EXLOGLQJ�DQG�VXEVWDQWLDOO\�DOO�DVVHWV�RI�&+&3� ���� ����

�
� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/RQJ�7HUP�'HEW�DQG�/LQHV�RI�&UHGLW��FRQWLQXHG��

� 'HFHPEHU����
� ����� �����
�������ILQDQFH�OHDVH��ZLWK�SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�GXH�
PRQWKO\�WKURXJK�������5HPDLQLQJ�SULQFLSDO�SD\PHQWV�UDQJLQJ�
IURP������WR������ �� ������ �� ������

1-('$����\HDU�ORDQ��ZLWK����LQWHUHVW��5HSD\PHQW�VFKHGXOH��
WR�EH�ILQDOL]HG�XSRQ�FR�JHQHUDWLRQ�SURMHFW�FRPSOHWLRQ� ������ ������

(TXLSPHQW�ORDQ��WHQ�\HDUV�ZLWK����LQWHUHVW��5HSD\PHQW�VFKHGXOH�
WR�EH�ILQDOL]HG�XSRQ�FR�JHQHUDWLRQ�SURMHFW�FRPSOHWLRQ� ������ ������

0RUWJDJH�ORDQ�GXH�LQ�PRQWKO\�LQVWDOOPHQWV�RI�������LQFOXGLQJ�
LQWHUHVW�DW��������WKURXJK�2FWREHU��������� ������� �������

� �������� ��������
/HVV�FXUUHQW�SRUWLRQ� ������ ������
/HVV�GHIHUUHG�ILQDQFLQJ�FRVWV� ������ ������
/RQJ�WHUP�GHEW��QHW�RI�FXUUHQW�SRUWLRQ� �� �������� �� ��������
�
5HYHQXH�%RQGV�

7KH�+HDOWK�6\VWHP�SD\V�PRQWKO\�GHEW�VHUYLFH�WR�WKH�%RQG�7UXVWHH�WR�VHFXUH�WKH�����$������$��
DQG�����$�&&,$�5HYHQXH�%RQGV��7KH�����$�5HYHQXH�%RQGV�DUH�FUHGLW�HQKDQFHG�E\�D�OHWWHU�RI�
FUHGLW�DJUHHPHQW�IURP�D�EDQN��ZKLFK�H[SLUHV�RQ�-DQXDU\�����������ZLWK�UHQHZDO�RSWLRQV�DV�GHILQHG��
8QGHU�D�PDVWHU�WUXVW�LQGHQWXUH��07,���WKH�+HDOWK�6\VWHP�JUDQWHG�WR�WKH�0DVWHU�7UXVWHH�D�VHFXULW\�
LQWHUHVW�LQ�LWV�JURVV�UHFHLSWV�DQG�D�PRUWJDJH�RQ�WKH�SURSHUW\�RI�WKH�+HDOWK�6\VWHP¶V�PDLQ�IDFLOLW\��
DV�GHILQHG��

7KH�+HDOWK�6\VWHP�PXVW�FRPSO\�ZLWK�07,�FRYHQDQWV��LQFOXGLQJ�UHTXLUHPHQWV�DV�WR�WKH�SHUPLWWHG�
OHYHO� RI� LQGHEWHGQHVV�� UHVWULFWLRQV� RQ� WKH� VDOH� RI� FHUWDLQ� DVVHWV��PHUJHUV�� DQG� RWKHU� VLJQLILFDQW�
WUDQVDFWLRQV�� LQFOXGLQJ� D� UHTXLUHPHQW� WKDW� WKH�+HDOWK�6\VWHP�JHQHUDWH� IXQGV� DYDLODEOH� IRU� GHEW�
VHUYLFH�HTXLYDOHQW�WR�DW�OHDVW������RI�PD[LPXP�DQQXDO�GHEW�VHUYLFH��DOO�WHUPV�DV�GHILQHG�LQ�WKH�
07,��� ,Q� DGGLWLRQ�� WKH� ����$�5HYHQXH�%RQGV�/HWWHU� RI�&UHGLW�$JUHHPHQW� UHTXLUHV� WKH�+HDOWK�
6\VWHP�WR�PDLQWDLQ�PLQLPXP�GD\V�FDVK�RQ�KDQG��DV�GHILQHG��$V�RI�'HFHPEHU����������DQG�������
WKH�+HDOWK�6\VWHP�KDV�FRPSOLHG�ZLWK�WKHVH�ILQDQFLDO�FRYHQDQWV��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/RQJ�7HUP�'HEW�DQG�/LQHV�RI�&UHGLW��FRQWLQXHG��

,QWHUHVW�5DWH�6ZDS�$JUHHPHQWV�

8QGHU�WKH�VZDS�DJUHHPHQWV�IRU�WKH�6HULHV�����$�%RQGV��WKH�+HDOWK�6\VWHP�SD\V�LQWHUHVW�DW�IL[HG�
UDWHV� DQG� UHFHLYHV� LQWHUHVW� DW� YDULDEOH� UDWHV�� 7KH� VZDS� DJUHHPHQW� IRU� WKH� 6HULHV� ����$�%RQGV�
FRQVLVWV�RI�D�IRUZDUG�VWDUWLQJ�6,)0$�EDVHG�IORDWLQJ�WR�IL[HG�LQWHUHVW�UDWH�VZDS��7KH�+HDOWK�6\VWHP�
SD\V�LQWHUHVW�DW�IL[HG�UDWHV�DQG�UHFHLYHV�LQWHUHVW�DW�YDULDEOH�UDWHV��7KH�IROORZLQJ�VFKHGXOH�RXWOLQHV�
WKH�WHUPV�DQG�IDLU�YDOXHV�RI�WKH�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�WKDW�DUH�LQFOXGHG�LQ�GHIHUUHG�UHYHQXH�
DQG�RWKHU�OLDELOLWLHV�RQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV��

1RWLRQDO�DPRXQW�DW�'HFHPEHU���������� �� ������� �� ������� �� �������
(IIHFWLYH�GDWH� 0DUFK���������� 0DUFK��������� 1RYHPEHU����������
7HUPLQDWLRQ�GDWH� 1RYHPEHU��������� 1RYHPEHU��������� )HEUXDU\����������
)L[HG�UDWH� ������� ������� �������
9DULDEOH�UDWH�EDVLV� ��PRQWK�86'�/,%25�

%%$�
��PRQWK�86'�/,%25�
%%$�

��PRQWK�86'�/,%25�
%%$�

)DLU�YDOXH�DW�'HFHPEHU���������� �� �������� �� �������� �� ����
)DLU�YDOXH�DW�'HFHPEHU���������� �� �������� �� �������� �� ±�
&KDQJH�LQ�IDLU�YDOXH�IRU�WKH�\HDU�
HQGHG�'HFHPEHU���������� �� �������� �� �������� �� ����

�
'XULQJ������DQG�������WKH�IDLU�YDOXH�RI�WKH�LQWHUHVW�UDWH�VZDSV�H[FHHGHG�WKH�PDUN�WR�PDUNHW�YDOXH�
VHW�IRUWK�LQ�WKH�DJUHHPHQW�UHTXLULQJ�FROODWHUDO�WR�EH�SRVWHG��&ROODWHUDO�SRVWHG�WRWDOHG��������DQG�
����� DW� 'HFHPEHU����� ����� DQG� ������ UHVSHFWLYHO\�� 7KH� FROODWHUDO� EDODQFH� LV� LQFOXGHG�ZLWKLQ�
SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV�RQ�WKH�FRQVROLGDWHG�EDODQFH�VKHHWV��

/LQHV�RI�&UHGLW�

7KH�+HDOWK�6\VWHP�KDV�D�UHYROYLQJ�OLQH�RI�FUHGLW�IRU��������ZLWK�D�EDQN�DW�'HFHPEHU����������DQG�
������7KH�DJUHHPHQW�SURYLGHV�IRU�LQWHUHVW�DW������DERYH�WKH�SULPH�UDWH�RI�LQWHUHVW�SHU�DQQXP��EXW�
VKDOO�QHYHU�EH�OHVV�WKDQ�������7KH�FXUUHQW�OLQH�RI�FUHGLW�LV�DYDLODEOH�WKURXJK�'HFHPEHU�����������
DQG�PD\�EH�UHQHZHG�IRU�RQH�\HDU�H[WHQVLRQV�ZLWK�WKH�EDQN¶V�FRQVHQW��7KH�OLQH�RI�FUHGLW�FRQWDLQV�
D�QHJDWLYH�SOHGJH�RI�DFFRXQWV�UHFHLYDEOH�RI�WKH�+HDOWK�6\VWHP��DQG�UHTXLUHV�WKH�+HDOWK�6\VWHP�WR�
PDLQWDLQ� D� PLQLPXP� GHEW� VHUYLFH� FRYHUDJH� UDWLR� RI� ������ DV� GHILQHG� LQ� WKH� DJUHHPHQW�� $W�
'HFHPEHU����������DQG�������WKHUH�ZDV����DQG��������RXWVWDQGLQJ�XQGHU�WKH�OLQH�RI�FUHGLW�UHSRUWHG�
ZLWKLQ�DFFUXHG�H[SHQVHV��



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���/RQJ�7HUP�'HEW�DQG�/LQHV�RI�&UHGLW��FRQWLQXHG��

7KH�+HDOWK�6\VWHP�KDV�D�UHYROYLQJ�OLQH�RI�FUHGLW�IRU����������ZLWK�D�EDQN�DW�'HFHPEHU�����������
7KH�DJUHHPHQW�SURYLGHV�IRU�LQWHUHVW�DW���0RQWK�/LERU�����EDVLV�SRLQWV��7KH�FXUUHQW�OLQH�RI�FUHGLW�
KDV� D� ��\HDU� WHUP� HQGLQJ� LQ� 1RYHPEHU������� 7KH� OLQH� RI� FUHGLW� LQFOXGHV� ILQDQFLDO� FRYHQDQWV�
UHTXLULQJ�D�GHEW�VHUYLFH�FRYHUDJH�UDWLR�RI�DW�OHDVW�������D�FXUUHQW�UDWLR�RI�DW�OHDVW�������DQG�DW�OHDVW�
���GD\V�FDVK�RQ�KDQG��7R�VHFXUH�WKH�OLQH�RI�FUHGLW��WKH�+HDOWK�6\VWHP�LV�JUDQWLQJ�WR�WKH�EDQN�D�
SDULW\�SOHGJH�XQGHU�WKH�07,�VHFXUHG�E\�WKH�SDULW\�JURVV�UHFHLSWV�RI�WKH�+HDOWK�6\VWHP��DQG�D�SDULW\�
PRUWJDJH�SOHGJH�RQ�FHUWDLQ�UHDO�SURSHUW\��$W�'HFHPEHU�����������WKHUH�ZDV���������GUDZQ�DQG�
RXWVWDQGLQJ�RQ�WKH�OLQH�RI�FUHGLW��

)XWXUH�3D\PHQWV�

6FKHGXOHG�SD\PHQWV�RQ�ORQJ�WHUP�GHEW�IRU�WKH�QH[W�ILYH�\HDUV�DQG�WKHUHDIWHU�DUH�DV�IROORZV��

�

5HYHQXH�
%RQGV�DQG�
0RUWJDJH�
/RDQ�

&DSLWDO�
/HDVHV��

DQG�2WKHU�
1RWH�

3D\DEOH� 7RWDO�
�� � � � �
����� �� ������ �� ���� �� ��� �� ������
����� ������ ���� ��� ������
����� ������ ���� ��� ������
����� ������ ���� ��� ������
����� ������ ������ ±� ������
7KHUHDIWHU� �������� ������� ±� ��������
� �������� ������� ���� ��������
1HW�XQDPRUWL]HG�RULJLQDO�
LVVXH�SUHPLXP� ������� ±� ±� �������

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



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

���1HZ�0DUNHW�7D[�&UHGLW�3URJUDP�

,Q�2FWREHU�������WKH�+HDOWK�6\VWHP�DQG�&&&�HQWHUHG�LQWR�WUDQVDFWLRQV�DV�SDUW�RI�WKH�)HGHUDO�1HZ�
0DUNHW�7D[�&UHGLW�3URJUDP��WKH�3URJUDP���8QGHU�WKH�3URJUDP��D�WD[SD\HU�PD\�FODLP�WD[�FUHGLWV�
RYHU�D�VHYHQ�\HDU�SHULRG�ZLWK�UHVSHFW�WR�D�TXDOLILHG�HTXLW\�LQYHVWPHQW�LQ�D�TXDOLILHG�FRPPXQLW\�
GHYHORSPHQW� HQWLW\� �&'(���$Q�HTXLW\� LQYHVWPHQW� LQ� D�&'(� LV� D�TXDOLILHG� HTXLW\� LQYHVWPHQW� LI�
VXEVWDQWLDOO\� DOO� RI� WKH� FDVK� SURYLGHG� LV� WKHQ� XVHG� E\� WKH�&'(� WR�PDNH� TXDOLILHG� ORZ�LQFRPH�
FRPPXQLW\� LQYHVWPHQWV��ZKLFK� LQFOXGHV�D� ORDQ� WR�DQ\�TXDOLILHG�DFWLYH� ORZ�LQFRPH�FRPPXQLW\�
EXVLQHVV��

,Q�FRQMXQFWLRQ�ZLWK�WKH�3URJUDP��WKH�+HDOWK�6\VWHP�ORDQHG���������WR�DQ�LQYHVWPHQW�IXQG��WKH�
)XQG��WKURXJK�D�SURPLVVRU\�QRWH��WKH�1RWH��WR�EH�XVHG�IRU�TXDOLILHG�HTXLW\�LQYHVWPHQWV�LQ�VHYHUDO�
&'(V��,QWHUHVW�RQ�WKH�1RWH�DFFUXHG�DW�������SHU�DQQXP�ZLWK�LQWHUHVW�SD\PHQWV�UHFHLYHG�TXDUWHUO\��
3ULQFLSDO�SD\PHQWV�ZHUH�VFKHGXOHG�WR�EH�UHFHLYHG�TXDUWHUO\�EHJLQQLQJ�'HFHPEHU�������$W�WKH�HQG�
RI� WKH�VHYHQ�\HDU�FRPSOLDQFH�SHULRG�IRU� WKH�QHZ�PDUNHW� WD[�FUHGLWV�� WKH�+HDOWK�6\VWHP�KDV�WKH�
RSWLRQ�WR�FDOO�WKH�1RWH�IRU�D�QRPLQDO�DPRXQW��7KH�1RWH�ZDV�VFKHGXOHG�WR�PDWXUH�RQ�-XO\����������

$OVR�LQ�2FWREHU�������&&&�HQWHUHG�LQWR�SURPLVVRU\�QRWH�DJUHHPHQWV��WKH�$JUHHPHQWV��WRWDOLQJ�
��������ZLWK�WKLUG�SDUW\�&'(V�DV�SDUW�RI�WKH�3URJUDP��&&&�ZDV�VWUXFWXUHG�WR�PHHW�WKH�GHILQLWLRQ�
RI�D�TXDOLILHG�DFWLYH�ORZ�LQFRPH�FRPPXQLW\�EXVLQHVV�XQGHU�WKH�SURYLVLRQV�RI�WKH�3URJUDP��,QWHUHVW�
SD\PHQWV�RQ� WKH�$JUHHPHQWV�ZHUH�PDGH�TXDUWHUO\� DW� D� IL[HG� LQWHUHVW� UDWH�RI������SHU� DQQXP��
3ULQFLSDO� SD\PHQWV� ZHUH� VFKHGXOHG� WR� EH� PDGH� TXDUWHUO\� E\� &&&� EHJLQQLQJ� 'HFHPEHU������
WKURXJK�6HSWHPEHU�������,Q�2FWREHU�������WKH�VHYHQ�\HDU�FRPSOLDQFH�SHULRG�IRU�WKH�QHZ�PDUNHW�
WD[�FUHGLWV�HQGHG��2Q�2FWREHU�����������WKH�&'(V�DVVLJQHG�WKHLU�LQWHUHVW�LQ�WKH�$JUHHPHQWV�WR�WKH�
)XQG� DQG� WKH� +HDOWK� 6\VWHP� DFTXLUHG� ����� RI� WKH� PHPEHUVKLS� LQWHUHVW� LQ� WKH� )XQG��
$SSUR[LPDWHO\��������RI�WKH�RXWVWDQGLQJ�EDODQFH�RI�WKH�$JUHHPHQWV�ZDV�IRUJLYHQ��7KH�UHPDLQLQJ�
��������RXWVWDQGLQJ�RQ�WKH�$JUHHPHQWV�ZDV�RIIVHW�E\�WKH�1RWH�RZHG�WR�WKH�+HDOWK�6\VWHP��
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7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����5HWLUHPHQW�3ODQV�

'HILQHG�&RQWULEXWLRQ�3ODQ�

7KH�+HDOWK�6\VWHP�VSRQVRUV�D�QRQFRQWULEXWRU\�GHILQHG�FRQWULEXWLRQ�UHWLUHPHQW�SODQ�FRYHULQJ�DOO�
FROOHFWLYH� EDUJDLQLQJ� DQG� QRQ�EDUJDLQLQJ� HPSOR\HHV�� (PSOR\HU� FRQWULEXWLRQV� WR� WKH� GHILQHG�
FRQWULEXWLRQ�SODQ�DUH�EDVHG�RQ�D�IRUPXOD�DV�GHILQHG�E\�WKH�SODQ�GRFXPHQW��&RVWV�RI�WKH�GHILQHG�
FRQWULEXWLRQ�SODQ�FKDUJHG�WR�H[SHQVH�ZHUH���������DQG���������IRU�WKH�\HDUV�HQGHG�'HFHPEHU�����
�����DQG�������UHVSHFWLYHO\��

'HILQHG�%HQHILW�3ODQ�

7KH�+HDOWK�6\VWHP�KDV�D�IUR]HQ�QRQFRQWULEXWRU\�GHILQHG�EHQHILW�SHQVLRQ�SODQ��WKH�3ODQ���ZKLFK�
FRYHUHG�DOO�HPSOR\HHV�ZKR�PHW�FHUWDLQ�FULWHULD��'XULQJ�������WKH�+HDOWK�6\VWHP�DPHQGHG�SODQ�
GRFXPHQWV� WR� DOORZ� IRU� WZR� ULVN�UHGXFWLRQ� SURJUDPV�� $� YHVWHG� WHUPLQDWLRQ� FDVK� RXW� RIIHULQJ�
�97&2��SURYLGHG�D�RQH�WLPH�RSSRUWXQLW\�IRU�YHVWHG�WHUPLQDWHG�SDUWLFLSDQWV�WR�HOHFW�D�OXPS�VXP�
GLVWULEXWLRQ� LQ� OLHX� RI� IXWXUH� DQQXLW\� SD\PHQWV� IURP� WKH� SODQ��$SSUR[LPDWHO\� ���� RI� HOLJLEOH�
SDUWLFLSDQWV� DFFHSWHG� WKH� RQH�WLPH� RIIHU� UHVXOWLQJ� LQ� OXPS� VXP� SD\PHQWV� WRWDOLQJ� �������� ,Q�
DGGLWLRQ�� WKH� +HDOWK� 6\VWHP� LPSOHPHQWHG� D� UHWLUHH� DQQXLW\� EX\RXW� IRU� VPDOO� EHQHILW� UHWLUHHV�
UHSUHVHQWLQJ�������UHWLUHHV�UHFHLYLQJ�EHQHILWV�OHVV�WKDQ������D�PRQWK��$QQXLWLHV�ZHUH�SXUFKDVHG�
WKURXJK�D�FRPPHUFLDO�LQVXUHU�IRU�WKH�DIRUHPHQWLRQHG�JURXS�RI�UHWLUHHV��$�SUHPLXP�RI���������ZDV�
SDLG�DQG�WKH�FRPPHUFLDO�LQVXUHU�UHWDLQV�WKH�IXWXUH�EHQHILW�REOLJDWLRQ�RI�WKRVH�UHWLUHHV��7KH�WRWDO�
VHWWOHPHQW�ORVV�IRU�WKHVH�WZR�SURJUDPV�ZDV���������DQG�LV�LQFOXGHG�DV�D�FRPSRQHQW�RI�QHW�SHULRGLF�
EHQHILW�FRVW��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����5HWLUHPHQW�3ODQV��FRQWLQXHG��

7KH�+HDOWK� 6\VWHP� XVHV� D�'HFHPEHU����PHDVXUHPHQW� GDWH� IRU� WKH� 3ODQ�� 7KH� IROORZLQJ� WDEOHV�
VXPPDUL]H�LQIRUPDWLRQ�DERXW�WKH�GHILQHG�EHQHILW�SHQVLRQ�SODQ��

� 'HFHPEHU����
� ����� �����
&KDQJH�LQ�EHQHILW�REOLJDWLRQ� � �
3URMHFWHG�EHQHILW�REOLJDWLRQ�DW�EHJLQQLQJ�RI�\HDU� �� �������� �� ��������
,QWHUHVW�FRVW� ������ ������
3ODQ�VHWWOHPHQWV� ��������� ±�
$FWXDULDO�ORVV��JDLQ�� ������� ���������
%HQHILWV�SDLG� �������� ��������
([SHFWHG�DGPLQLVWUDWLYH�H[SHQVHV� ±� ����

3URMHFWHG�EHQHILW�REOLJDWLRQ��HQG�RI�\HDU� �� �������� �� ��������
�� � �
$FFXPXODWHG�EHQHILW�REOLJDWLRQ� �� �������� �� ��������
�� � �
&KDQJH�LQ�SODQ�DVVHWV� � �
)DLU�YDOXH�RI�SODQ�DVVHWV�DW�EHJLQQLQJ�RI�\HDU� �� �������� �� ��������
$FWXDO�UHWXUQ�RQ�SODQ�DVVHWV��QHW�RI�H[SHQVHV� ������� ��������
(PSOR\HU�FRQWULEXWLRQ�WR�SODQ� ������ ±�
3ODQ�VHWWOHPHQWV� ��������� ±�
%HQHILWV�SDLG� �������� ��������
$GPLQLVWUDWLYH�H[SHQVHV� ±� ��������

)DLU�YDOXH�RI�SODQ�DVVHWV�DW�HQG�RI�\HDU� �� �������� �� ��������
�� � �
)XQGHG�VWDWXV�DW�\HDU�HQG�±�UHFRJQL]HG�RQ�WKH�FRQVROLGDWHG�
EDODQFH�VKHHWV�DV�DFFUXHG�UHWLUHPHQW�EHQHILWV� �� ��������� �� ���������

�� � �
&XPXODWLYH�DPRXQWV�UHFRUGHG�LQ�DFFXPXODWHG�QHW�DVVHWV�
ZLWKRXW�GRQRU�UHVWULFWLRQV�FRQVLVW�RI�� � �
1HW�XQUHFRJQL]HG�ORVV� �� ������� �� �������

�



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����5HWLUHPHQW�3ODQV��FRQWLQXHG��

7KH�QHW�XQUHFRJQL]HG�ORVV�WKDW�ZLOO�EH�DPRUWL]HG�IURP�RWKHU�FKDQJHV�LQ�QHW�DVVHWV�ZLWKRXW�GRQRU�
UHVWULFWLRQV�LQWR�QHW�SHULRGLF�EHQHILW�FRVW�RYHU�WKH�QH[W�ILVFDO�\HDU�LV���������

� ����� �����
&RPSRQHQWV�RI�QHW�SHULRGLF�EHQHILW�FRVW�DQG�RWKHU�
DPRXQWV�UHFRUGHG�LQ�RWKHU�FKDQJHV�LQ�QHW�DVVHWV�
ZLWKRXW�GRQRU�UHVWULFWLRQV� � �

1HW�SHULRGLF�EHQHILW�FRVW�� � �
,QWHUHVW�FRVW� �� ������ �� ������
([SHFWHG�UHWXUQ�RQ�SODQ�DVVHWV� �������� ��������
5HFRJQL]HG�DFWXDULDO�ORVV� ������ ������
6HWWOHPHQW�ORVV�� ������� ±�

� �� ������� �� ������
�� � �
2WKHU�FKDQJHV�LQ�SHQVLRQ�EHQHILW�REOLJDWLRQ�UHFRUGHG�
LQ�RWKHU�FKDQJHV�LQ�QHW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV�� � �
,QFUHDVH�WR�QHW�DVVHWV�ZLWKRXW�GRQRU�UHVWULFWLRQV� �� ������� �� ������

�� � �
$VVXPSWLRQV� � �
:HLJKWHG�DYHUDJH�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�EHQHILW�
REOLJDWLRQV�DW�'HFHPEHU����� � �
'LVFRXQW�UDWH� ������ ������
5DWH�RI�FRPSHQVDWLRQ�LQFUHDVH� 1�$� 1�$�

�� � �
:HLJKWHG�DYHUDJH�DVVXPSWLRQV�XVHG�WR�GHWHUPLQH�QHW�
SHULRGLF�EHQHILW�FRVW�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����� � �
'LVFRXQW�UDWH� ������ ������
([SHFWHG�ORQJ�WHUP�UHWXUQ�RQ�SODQ�DVVHWV� ������ ������
5DWH�RI�FRPSHQVDWLRQ�LQFUHDVH� 1�$� 1�$�

�
� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����5HWLUHPHQW�3ODQV��FRQWLQXHG��

'XH� WR� WKH� SODQ� VHWWOHPHQWV� DV� SUHYLRXVO\� GHVFULEHG�� UHPHDVXUHPHQWV� RI� WKH� SODQ¶V� EHQHILW�
REOLJDWLRQ�ZHUH�SHUIRUPHG�DV�RI�2FWREHU����������DQG�1RYHPEHU�����������7KH�GLVFRXQW�UDWHV�
XVHG� LQ� WKH� UHPHDVXUHPHQWV� DV� RI�2FWREHU����� ����� DQG�1RYHPEHU����� ������ZHUH�������DQG�
�������UHVSHFWLYHO\��

7R� GHYHORS� WKH� H[SHFWHG� ORQJ�WHUP� UDWH� RI� UHWXUQ� RQ� DVVHWV� DVVXPSWLRQ�� WKH� +HDOWK� 6\VWHP�
FRQVLGHUHG�WKH�KLVWRULFDO�UHWXUQV�DQG�WKH�IXWXUH�H[SHFWDWLRQV�IRU�UHWXUQV�IRU�HDFK�DVVHW�FODVV��DV�ZHOO�
DV�WKH�WDUJHW�DOORFDWLRQ�RI�WKH�SHQVLRQ�SRUWIROLR��7KLV�UHVXOWHG�LQ�WKH�VHOHFWLRQ�RI�WKH�������ORQJ�
WHUP�UDWH�RI�UHWXUQ�RQ�DVVHWV�DVVXPSWLRQ�XVHG�LQ������DQG�������

� $VVHW�$OORFDWLRQ� 'HFHPEHU����
� 0LQLPXP� 7DUJHW� 0D[LPXP� ����� �����
3ODQ�DVVHWV� � � � � �
:HLJKWHG�DYHUDJH�DVVHW�
DOORFDWLRQV��E\�DVVHW�
FDWHJRU\�� � � � � �
(TXLW\�VHFXULWLHV� ���� ���� ���� ���� ����
'HEW�VHFXULWLHV� ��� ��� ��� ��� ���

� � � � ����� �����
�
7KH�+HDOWK�6\VWHP�KDV�GHVLJQHG�DQ�LQYHVWPHQW�VWUDWHJ\�IRU�SODQ�DVVHWV�VXFK�WKDW�DVVHW�UHWXUQV�DUH�
DQWLFLSDWHG� WR� WUDFN�FKDQJHV� LQ�SODQ� OLDELOLWLHV��7KH�REMHFWLYHV�RI� WKH�VWUDWHJ\�DUH� WR�SURYLGH�DQ�
DEVROXWH�WRWDO�UHWXUQ�RQ�SODQ�DVVHWV�HTXDO�WR�RU�JUHDWHU�WKDQ������DQQXDOO\�RYHU�ORQJ�WHUP�SHULRGV��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����5HWLUHPHQW�3ODQV��FRQWLQXHG��

7KH�IDLU�YDOXHV�RI�HDFK�PDMRU�FDWHJRU\�RI�SODQ�DVVHWV��DFFRUGLQJ�WR�WKH�OHYHO�ZLWKLQ�WKH�IDLU�YDOXH�
KLHUDUFK\�LQ�ZKLFK�WKH�IDLU�YDOXH�PHDVXUHPHQWV�IDOO�LQ�WKHLU�HQWLUHW\��DUH�DV�IROORZV��

� 7RWDO� /HYHO��� /HYHO��� /HYHO���
'HFHPEHU���������� � � � �
0RQH\�PDUNHW�IXQGV� �� ���� �� ���� �� ±� �� ±�
8�6��7UHDVXU\�VHFXULWLHV� ������� ������� ±� ±�
0XWXDO�IXQGV� ������� ������� ±� ±�
� �� �������� �� �������� �� ±� �� ±�
�� � � � �
'HFHPEHU���������� � � � �
0RQH\�PDUNHW�IXQGV� �� ���� �� ���� �� ±� �� ±�
8�6��7UHDVXU\�VHFXULWLHV� ������� ������� ±� ±�
0XWXDO�IXQGV� �������� �������� ±� ±�
� �� �������� �� �������� �� ±� �� ±�

�
0XWXDO�IXQGV�DQG�8�6��7UHDVXU\�VHFXULWLHV�DUH�YDOXHG�DW�TXRWHG�PDUNHW�SULFHV��ZKLFK�UHSUHVHQW�WKH�
QHW�DVVHW�YDOXH�RI�VKDUHV�KHOG�E\�WKH�3ODQ�DW�\HDU�HQG�DQG�DUH�LQFOXGHG�LQ�/HYHO����

&DVK�)ORZV�

Contributions 

&RQWULEXWLRQV�H[SHFWHG�WR�EH�PDGH�WR�WKH�3ODQ�GXULQJ������ �� ������
�
Estimated Future Benefit Payments 

����� �� ������
����� ������
����� ������
����� ������
����� ������
����±����� �������

�



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����6HOI�,QVXUHG�5HVHUYHV�

7KH�+HDOWK�6\VWHP�VHOI�LQVXUHV� WKH�SULPDU\� OD\HU�RI� LWV� HPSOR\HH�KHDOWK�EHQHILWV��SURIHVVLRQDO�
PDOSUDFWLFH�� JHQHUDO�� DQG� ZRUNHUV¶� FRPSHQVDWLRQ� OLDELOLWLHV�� 5HFRUGHG� OLDELOLWLHV� IRU� WKH� VHOI�
LQVXUHG�UHVHUYHV�DUH�DV�IROORZV��

� 'HFHPEHU����
� ����� �����
�� � �
(PSOR\HH�KHDOWK�EHQHILWV� �� ������ �� ������
:RUNHUV¶�FRPSHQVDWLRQ� ������ ������
3URIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\� ������� �������
� ������� �������
/HVV�FXUUHQW�SRUWLRQ�RI�VHOI�LQVXUHG�UHVHUYHV� ������� �������
� �� ������� �� �������

�
7KH� HPSOR\HH� KHDOWK� LQVXUDQFH� SURJUDP� LV� DGPLQLVWHUHG� WKURXJK� D� FRPPHUFLDO� LQVXUDQFH�
FRPSDQ\��7KH�SODQ�SURYLGHV�IRU�FRYHUHG�H[SHQVHV�LQ�DQ\�DFFUHGLWHG�KRVSLWDO�DQG�E\�DQ\�OLFHQVHG�
SK\VLFLDQ��7KH�OLIHWLPH�SODQ�PD[LPXP�SHU�SHUVRQ�LV���������

7KH� +HDOWK� 6\VWHP� DOVR� SURYLGHV� FRYHUDJH� IRU� DOO� HPSOR\HHV� IRU� ZRUN�UHODWHG� LQMXULHV� DQG�
LOOQHVVHV��7KLV�SODQ�SD\V�IRU�PHGLFDO�H[SHQVHV�DQG�UHLPEXUVHV�����RI�ORVW�ZDJHV�XS�WR�WKH�VWDWH�
GHILQHG� PD[LPXP�� 6WRS�ORVV� FRYHUDJH� LV� SURYLGHG� DW� YDULRXV� OHYHOV� GHSHQGLQJ� XSRQ� WKH�
FLUFXPVWDQFHV�VXUURXQGLQJ�WKH�LQMXU\�RU�LOOQHVV��

)RU�PDOSUDFWLFH�FODLPV�UHSRUWHG�DIWHU�-DQXDU\����������WKH�+HDOWK�6\VWHP�LV�VHOI�LQVXUHG�WKURXJK�D�
WUXVW�XS�WR��������SHU�RFFXUUHQFH�IRU�KRVSLWDO�LQFLGHQWV�DQG��������SHU�RFFXUUHQFH�IRU�SK\VLFLDQV�
DQG���������LQ�WKH�DQQXDO�DJJUHJDWH��&ODLPV�LQ�H[FHVV�RI�WKHVH�UHWDLQHG�DPRXQWV�DUH�FRYHUHG�E\�D�
FRPPHUFLDO�FODLPV�PDGH�LQVXUDQFH�SROLF\�WR����������

&ODLPV�SULRU�WR�-DQXDU\����������ZHUH�FRYHUHG�E\�YDULRXV�SURJUDPV�FRPELQLQJ�VHOI�LQVXUHG�FDSWLYH�
LQVXUDQFH�FRPSDQ\�DQG�FRPPHUFLDO�FODLPV�PDGH�LQVXUDQFH�SROLFLHV��7KH�HVWLPDWHG�OLDELOLW\�IRU�DOO�
XQUHSRUWHG� FODLPV� DV� RI�'HFHPEHU����� ������ DQG� UHWDLQHG� XQLQVXUHG� ULVN� IRU� DOO� SULRU� \HDUV� LV�
LQFOXGHG�LQ�WKH�VHOI�LQVXUHG�UHVHUYHV�DQG�IXQGHG�WKURXJK�WKH�VHOI�LQVXUHG�WUXVW��VHH�1RWH�����

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����6HOI�,QVXUHG�5HVHUYHV��FRQWLQXHG��

7KH� HVWLPDWHG� ORVVHV� RQ� VHOI�LQVXUHG� PDOSUDFWLFH� FODLPV� DUH� GLVFRXQWHG� DW� D� UDWH� RI� ������
3URIHVVLRQDO�OLDELOLWLHV�DUH�GLVFRXQWHG�EDVHG�RQ�WKH�H[SHFWHG�WLPLQJ�RI�WKH�DFWXDULDOO\�HVWLPDWHG�
IXWXUH�SD\PHQWV�XQGHU�WKH�SURJUDP�XVLQJ�DQ�LQWHUHVW�UDWH�H[SHFWHG�WR�EH�HDUQHG�RQ�UHODWHG�LQYHVWHG�
DVVHWV�GXULQJ�VXFK�IXWXUH�SHULRGV��6XFK�HVWLPDWHV�DUH�UHYLHZHG�DQG�XSGDWHG�RQ�DQ�DQQXDO�EDVLV��

7KH�+HDOWK�6\VWHP�LV�DOVR�VHOI�LQVXUHG�IRU�JHQHUDO�OLDELOLW\�FRYHUDJH��XS�WR��������SHU�RFFXUUHQFH�
ZLWK�QR�DQQXDO�DJJUHJDWH��HIIHFWLYH�-DQXDU\����������ZLWK�D�UHWURDFWLYH�HIIHFWLYH�GDWH�RI�$XJXVW�����
������)URP�-DQXDU\����������XQWLO�'HFHPEHU�����������OLDELOLW\�OLPLWV�ZHUH��������SHU�RFFXUUHQFH�
DQG�IURP�6HSWHPEHU����������XQWLO�'HFHPEHU�����������OLPLWV�ZHUH��������SHU�RFFXUUHQFH��ERWK�
ZLWK�DQ�XQOLPLWHG�DQQXDO�DJJUHJDWH��

7KH�HVWLPDWHV�IRU�VHOI�LQVXUHG�UHVHUYHV�DUH�EDVHG�XSRQ�FRPSOH[�DFWXDULDO�FDOFXODWLRQV�ZKLFK�XWLOL]H�
IDFWRUV� VXFK� DV� KLVWRULFDO� FODLP� H[SHULHQFH� IRU� WKH�+HDOWK�6\VWHP�DQG� UHODWHG� LQGXVWU\� IDFWRUV��
WUHQGLQJ�PRGHOV��HVWLPDWHV�IRU�WKH�SD\PHQW�DQG�ORVV�GHYHORSPHQW�SDWWHUQV�RI�IXWXUH�FODLPV��DQG�
SUHVHQW�YDOXH�GLVFRXQWLQJ�IDFWRUV��$V�D�UHVXOW��WKHUH�LV�DW�OHDVW�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�UHFRUGHG�
HVWLPDWHV�ZLOO� FKDQJH� E\� D�PDWHULDO� DPRXQW� LQ� WKH� QHDU� WHUP��5HYLVLRQV� WR� HVWLPDWHG� DPRXQWV�
UHVXOWLQJ�IURP�DFWXDO�H[SHULHQFH�GLIIHULQJ�IURP�SURMHFWHG�H[SHFWDWLRQV�DUH�UHFRUGHG�LQ�WKH�SHULRG�
WKH�LQIRUPDWLRQ�EHFRPHV�NQRZQ�RU�ZKHQ�FKDQJHV�DUH�DQWLFLSDWHG��

����&RPPLWPHQWV�DQG�&RQWLQJHQFLHV�

$W�'HFHPEHU����� ������ DSSUR[LPDWHO\�����RI� WKH�+HDOWK�6\VWHP¶V� HPSOR\HHV� DUH� FRYHUHG�E\�
FROOHFWLYH�EDUJDLQLQJ� DJUHHPHQWV�� 7KH� FROOHFWLYH� EDUJDLQLQJ� DJUHHPHQWV� DUH� VHW� WR� H[SLUH� LQ�
0D\�������

/LWLJDWLRQ�&ODLPV�DQG�6HWWOHPHQWV�

7KH�+HDOWK�6\VWHP�LV�LQYROYHG�LQ�OLWLJDWLRQ�DQG�FODLPV�ZKLFK�DUH�QRW�FRQVLGHUHG�XQXVXDO�WR�WKH�
+HDOWK�6\VWHP¶V�EXVLQHVV��7KH�ILQDO�RXWFRPH�RI�DQ\�FXUUHQW�RU�IXWXUH�OLWLJDWLRQ�RU�JRYHUQPHQWDO�
RU�LQWHUQDO�LQYHVWLJDWLRQV�FDQQRW�EH�DFFXUDWHO\�SUHGLFWHG�DW�WKLV�WLPH��QRU�FDQ�WKH�+HDOWK�6\VWHP�
SUHGLFW�DQ\�UHVXOWLQJ�SHQDOWLHV��ILQHV��RU�RWKHU�VDQFWLRQV�WKDW�PD\�EH�LPSRVHG�DW�WKH�GLVFUHWLRQ�RI�
IHGHUDO�RU�VWDWH�UHJXODWRU\�DXWKRULWLHV��7KH�+HDOWK�6\VWHP�UHFRUGV�DFFUXDOV�IRU�VXFK�FRQWLQJHQFLHV�
WR�WKH�H[WHQW�WKDW�LW�FRQFOXGHV�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�DQG�WKH�DPRXQW�RI�WKH�
ORVV�FDQ�EH�UHDVRQDEO\�HVWLPDWHG��:KLOH�PDQDJHPHQW�LV�QRW�FXUUHQWO\�DZDUH�RI�DQ\�LVVXHV�ZKLFK��
�



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����&RPPLWPHQWV�DQG�&RQWLQJHQFLHV��FRQWLQXHG��

KDYH�QRW�EHHQ�DFFUXHG�DW�'HFHPEHU�����������LW�LV�SRVVLEOH�WKDW�WKH�RXWFRPH�RI�VXFK�PDWWHUV�FRXOG�
SRWHQWLDOO\�KDYH�D�PDWHULDO�DGYHUVH� LPSDFW�RQ� WKH�+HDOWK�6\VWHP¶V�IXWXUH� UHVXOWV�RI�RSHUDWLRQV��
ILQDQFLDO�SRVLWLRQ��DQG�FDVK�IORZV��

$GGLWLRQDOO\��GXULQJ�WKH�WKLUG�TXDUWHU�RI�������WKH�+HDOWK�6\VWHP�VLJQHG�D�OHWWHU�RI�LQWHQW�ZLWK�DQ�
XQUHODWHG�KHDOWK� FDUH�SURYLGHU� �WKH�6HOOHU�� WR� DFTXLUH� D� FRQWUROOLQJ� LQWHUHVW� LQ� WKUHH�KHDOWK�FDUH�
IDFLOLWLHV��7KH�+HDOWK�6\VWHP�SDLG�LQWR�HVFURZ�DQ�LQLWLDO�GHSRVLW�RI���������LQ�FRQQHFWLRQ�ZLWK�WKH�
SODQQHG�WUDQVDFWLRQ��$IWHU�D�SHULRG�RI�GXH�GLOLJHQFH��WKH�+HDOWK�6\VWHP�GHWHUPLQHG�QRW�WR�SURFHHG�
ZLWK�WKH�WUDQVDFWLRQ��7KH�+HDOWK�6\VWHP�UHFRUGV�WKH�HVFURZ�GHSRVLW�ZLWKLQ�DVVHWV�OLPLWHG�DV�WR�XVH�
DV�RI�'HFHPEHU����������DQG�������7KH�+HDOWK�6\VWHP�DQG�WKH�6HOOHU�DUH� LQYROYHG�LQ�SHQGLQJ�
OLWLJDWLRQ�UHJDUGLQJ�WKH�WHUPLQDWLRQ�RI�WKH�OHWWHU�RI�LQWHQW�DQG�HVFURZ�IXQGV��7KH�RXWFRPH�RI�WKH�
OLWLJDWLRQ�LV�SUHVHQWO\�XQNQRZQ��

����1HW�$VVHWV�ZLWK�'RQRU�5HVWULFWLRQV�

1HW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV�DUH�DV�IROORZV��

� 'HFHPEHU����
� ����� �����
3XUSRVH�±�YDULRXV�IXQGV�IRU�EHQHILW�RI�WKH�GHSDUWPHQWV��
SURJUDPV��RU�HGXFDWLRQDO�SURJUDPV�RI�WKH�+HDOWK�6\VWHP� �� ������� �� �������

7LPH�UHVWULFWHG�±�SOHGJHV� ���� ����
3HUPDQHQW�HQGRZPHQWV�±�WR�EH�PDLQWDLQHG�LQ�SHUSHWXLW\� ������ ������
7RWDO�QHW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV�� �� ������� �� �������

�
7KH�+HDOWK�6\VWHP� IROORZV� WKH� UHTXLUHPHQWV� RI�8QLIRUP�3UXGHQW�0DQDJHPHQW� RI� ,QVWLWXWLRQDO�
)XQGV� $FW� �830,)$�� DV� WKH\� UHODWH� WR� LWV� SHUPDQHQW� HQGRZPHQWV�� 7KH� +HDOWK� 6\VWHP¶V�
HQGRZPHQWV�FRQVLVW�RI�QXPHURXV�LQGLYLGXDO�IXQGV�HVWDEOLVKHG�IRU�D�YDULHW\�RI�SXUSRVHV�DQG�FRQVLVW�
VROHO\�RI�GRQRU�UHVWULFWHG�HQGRZPHQW�IXQGV��$V�UHTXLUHG�E\�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�
SULQFLSOHV��QHW�DVVHWV�DVVRFLDWHG�ZLWK�HQGRZPHQW�IXQGV�DUH�FODVVLILHG�DQG�UHSRUWHG�EDVHG�RQ�WKH�
H[LVWHQFH�RU�DEVHQFH�RI�GRQRU�LPSRVHG�UHVWULFWLRQV��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����1HW�$VVHWV�ZLWK�'RQRU�5HVWULFWLRQV��FRQWLQXHG��

7KH�+HDOWK�6\VWHP�KDV�LQWHUSUHWHG�830,)$�DV�UHTXLULQJ�WKH�SUHVHUYDWLRQ�RI�WKH�IDLU�YDOXH�RI�WKH�
RULJLQDO� JLIW� DV� RI� WKH� JLIW� GDWH� RI� WKH� GRQRU�UHVWULFWHG� HQGRZPHQW� IXQGV� DEVHQW� H[SOLFLW� GRQRU�
VWLSXODWLRQV�WR�WKH�FRQWUDU\��7KH�RULJLQDO�YDOXH�RI�VXFK�JLIWV�DQG�VXEVHTXHQW�JLIWV�DUH�FODVVLILHG�DV�
QHW� DVVHWV� ZLWK� GRQRU� UHVWULFWLRQV�±� SHUPDQHQW� HQGRZPHQW�� $FFXPXODWHG� HDUQLQJV� RI� WKH�
SHUPDQHQW�HQGRZPHQW�DUH�WR�EH�XVHG�LQ�DFFRUGDQFH�ZLWK�WKH�GLUHFWLRQ�RI�WKH�DSSOLFDEOH�GRQRU�JLIW��
7KH�UHPDLQLQJ�SRUWLRQ�RI�WKH�HQGRZPHQW�IXQG�WKDW�LV�QRW�UHTXLUHG�WR�EH�PDLQWDLQHG�LQ�SHUSHWXLW\�
LV� FKDUDFWHUL]HG� DV� UHVWULFWHG� IRU� WLPH� RU� SXUSRVH� XQWLO� WKRVH� DPRXQWV� DUH� DSSURSULDWHG� IRU�
H[SHQGLWXUH�E\�WKH�RUJDQL]DWLRQ�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�WKH�VWDQGDUG�RI�SUXGHQFH�SUHVFULEHG�
E\�830,)$��

(QGRZPHQWV�WR�EH�PDLQWDLQHG�LQ�SHUSHWXLW\�FRQVLVW�RI�WKH�IROORZLQJ��

� 'HFHPEHU����
� ����� �����
�� � �
:RPHQ¶V�%RDUG� �� ������ �� ������
5DGLRORJ\� ���� ����
/XPPLV�7UXVW� ���� ����
1XUVLQJ�HGXFDWLRQ� ���� ����
&OHIW�3DODWH�SURJUDP� ���� ����
/LSSLQFRWW� ��� ±�
1LVSHO�(VWDWH� ��� ���
3K\VLFDO�WHDFKLQJ�DQG�H[FHOOHQFH�DZDUG� ��� ���
2WKHU� ���� ����
7RWDO�HQGRZPHQWV� �� ������ �� ������

�
7KH� LQYHVWPHQW� LQFRPH�HDUQHG�RQ� WKH�DERYH�HQGRZPHQWV� LV� WR�EH�XVHG� WR� VXSSRUW�SDWLHQW�FDUH�
VHUYLFHV��ZLWK�WKH�H[FHSWLRQ�RI�WKH�1LVSHO�(VWDWH��/LSSLQFRWW�DQG�WKH�/XPPLV�7UXVW��IRU�ZKLFK�WKH�
LQYHVWPHQW�LQFRPH�LV�ZLWKRXW�UHVWULFWLRQV��

7KH�+HDOWK�6\VWHP�KDV�DGRSWHG�LQYHVWPHQW�SROLFLHV�IRU�LWV�HQGRZPHQW�DVVHWV�WKDW�DUH�FRQVLVWHQW�
ZLWK�WKH�SROLFLHV�DQG�REMHFWLYHV�RI�LWV�RYHUDOO�LQYHVWPHQWV��7KH�DVVHWV�DUH�LQYHVWHG�LQ�D�PDQQHU�WKDW�
LV�LQWHQGHG�WR�SURGXFH�D�SRVLWLYH�UDWH�RI�UHWXUQ�ZKLOH�DVVXPLQJ�D�ORZ�OHYHO�RI�ULVN��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����1HW�$VVHWV�ZLWK�'RQRU�5HVWULFWLRQV��FRQWLQXHG��

1HW�DVVHWV�ZLWK�GRQRU�UHVWULFWLRQV�ZHUH�UHOHDVHG�IURP�UHVWULFWLRQV�E\�LQFXUULQJ�H[SHQVHV�VDWLVI\LQJ�
WKH�UHVWULFWHG�SXUSRVHV�RU�E\�RFFXUUHQFH�RI�RWKHU�HYHQWV�VSHFLILHG�E\�GRQRUV��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
3XUSRVH�� � �
9DULRXV�IXQGV�IRU�EHQHILW�RI�WKH�GHSDUWPHQWV��SURJUDPV��
RU�HGXFDWLRQDO�SURJUDPV�RI�WKH�+HDOWK�6\VWHP� �� ±� �� ����

� �� ±� �� ����
�
����2WKHU�5HYHQXH�

2WKHU�UHYHQXH�FRQVLVWV�RI�WKH�IROORZLQJ��

� <HDU�(QGHG�'HFHPEHU����
� ����� �����
�� � �
*UDQW�UHYHQXH� �� ������� �� �������
0HGLFDO�VFKRRO�VXSSRUW� ������ ������
)RRG�VHUYLFHV� ������ ������
&HQWHUV�IRU�SRSXODWLRQ�KHDOWK� ������ ������
5HWDLO�SKDUPDF\�FRVW�VKDULQJ� ������� �������
3K\VLFLDQ�VHUYLFHV� ������� �������
(PHUJHQF\�DLU�WUDQVSRUW� ������ ������
1HW�DVVHWV�UHOHDVHG�IURP�UHVWULFWLRQV�IRU�RSHUDWLQJ�SXUSRVHV� ±� ����
2WKHU� ������ �������
� �� ������� �� �������

�
7KH� +HDOWK� 6\VWHP� UHFHLYHG� DSSUR[LPDWHO\� �������� LQ� JRYHUQPHQW� JUDQWV� ZKLFK� LQFOXGH�
FRQGLWLRQV�DQG�UHVWULFWLRQV�ZKLFK�ZHUH�QRW�VDWLVILHG�DV�RI�'HFHPEHU�����������DQG�VXFK�DPRXQW�LV�
UHSRUWHG�ZLWKLQ�DFFUXHG�H[SHQVHV�RQ�WKH�DFFRPSDQ\LQJ������FRQVROLGDWHG�EDODQFH�VKHHW��

� �



7KH�&RRSHU�+HDOWK�6\VWHP�

1RWHV�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��FRQWLQXHG��
(Dollars in Thousands) 

�

��
������������� ���

����)XQFWLRQDO�([SHQVHV�

7KH�+HDOWK�6\VWHP�SURYLGHV�JHQHUDO�KHDOWK�FDUH�VHUYLFHV�WR�UHVLGHQWV�ZLWKLQ�LWV�VHUYLFH�DUHD��7KH�
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DWWULEXWDEOH�WR�PRUH�WKDQ�RQH�KHDOWK�FDUH�VHUYLFH�RU�VXSSRUW�IXQFWLRQ��&RVWV�QRW�GLUHFWO\�DWWULEXWDEOH�
WR�D�IXQFWLRQ�DUH�DOORFDWHG�RQ�D�IXQFWLRQDO�EDVLV�EDVHG�RQ�+HDOWK�6\VWHP¶V�LQWHUQDO�UHFRUGV�DQG�
HVWLPDWHV��([SHQVHV�E\�IXQFWLRQ�DQG�QDWXUDO�FODVVLILFDWLRQ�DUH�DV�IROORZV���

�
+HDOWK�&DUH�
6HUYLFHV�

3K\VLFLDQ�
6HUYLFHV�

*HQHUDO�DQG�
$GPLQLVWUDWLYH� 7RWDO�

<HDU�HQGHG�'HFHPEHU���������� � � � �
6DODULHV��ZDJH��DQG�IULQJH�EHQHILWV� �� �������� �� �������� �� �������� �� ��������
6XSSOLHV�DQG�RWKHU� �������� ������� ������� ��������
0DOSUDFWLFH� ±� ������� ������� �������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ±� ������ ������� �������
,QWHUHVW� ±� ±� ������� �������
� �� �������� �� �������� �� �������� �� ����������
�� � � � �
<HDU�HQGHG�'HFHPEHU���������� � � � �
6DODULHV��ZDJH��DQG�IULQJH�EHQHILWV� �� �������� �� �������� �� �������� �� ��������
6XSSOLHV�DQG�RWKHU� �������� ������ ������� ��������
0DOSUDFWLFH� ±� ������� ������� �������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ±� ������ ������� �������
,QWHUHVW� ±� ±� ������� �������
� �� �������� �� �������� �� �������� �� ����������
�
����5RZDQ�8QLYHUVLW\�$IILOLDWLRQ�

,Q� ������ WKH� +HDOWK� 6\VWHP� H[HFXWHG� DQ� DIILOLDWLRQ� DJUHHPHQW� ZLWK� 5RZDQ� 8QLYHUVLW\�� 7KLV�
DIILOLDWLRQ�DJUHHPHQW�JRYHUQV�WKH�UROHV�DQG�GXWLHV�RI�HDFK�SDUW\�ZLWK�UHVSHFW�WR�7KH�&RRSHU�0HGLFDO�
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