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Honoring Our Past

Investing In Our Future



Since our founding 40 years ago, Universal Health 
Services has grown from six employees with a single 

hospital management contract to 90,000 employees 
across an expansive international network.  

Through a combination of strategic acquisitions,  
new construction in attractive markets, expansions at 
existing facilities and joint-venture partnerships, the 

company has steadily grown through the years  
to boast a diversified set of assets delivering value to  

all stakeholders.  

We remain as committed today as we were in 1979 to 
providing superior quality care and being the preferred 

provider in all of the markets we serve.



OUR MISSION

To provide superior quality healthcare services that:  
Patients recommend to family and friends,

Physicians prefer for their patients,  
Purchasers select for their clients,  

Employees are proud of, and  
Investors seek for long-term returns.  

U N I V E R S A L  H E A LT H  S E R V I C E S ’
P U R P O S E - D R I V E N  M I S S I O N

In the late 1970’s, Alan B. Miller had a vision for a healthcare company 
that would provide superior quality healthcare services that patients 
recommend to family and friends, physicians prefer for their patients, 
purchasers select for their clients, employees are proud of and investors 
seek for long-term returns.  That vision stands as the Mission Statement 
of UHS.  Repeatedly praised by industry experts for being honest and 
authentic, the Mission Statement identifies value offered to all key 
stakeholders.

The UHS operating philosophy is 
as effective today as it was 40 years 
ago: Develop high quality hospitals in 
growing markets and invest in the people 
and equipment needed to allow each 
facility to become the leading healthcare 
provider in each and every community 
we serve. UHS owes its success to a 
responsive management style and to a 
philosophy that is based on integrity, 
competence and compassion. Believing 
in the power of people and strong 
leadership, we seek the best talent in the 
industry to instill excellence in all we do.  

UHS today is one of the nation’s largest 
and most respected providers of hospital 
and healthcare services. Through  
its subsidiaries, the company currently 
operates approximately 400 facilities 
all across the United States, Puerto Rico 
and the United Kingdom. 

We look forward to continuing to 
successfully deliver upon our Mission  
for decades to come.
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L E T T E R  T O  O U R  S H A R E H O L D E R S

Dear Valued Shareholders,
40 years is a milestone of which I personally am very proud: 
40 years of growth, innovation and care delivery. Over the 
past four decades, we have worked hard to deliver upon our 
mission, care for patients in the most effective manner, grow 
strategically and turn challenges into golden opportunities.  

Our company anniversary is the perfect time to 
acknowledge and review our accomplishments –  
and to look ahead to a future of continued 
success. On this very special occasion, please 
accept my sincere thanks for your significant 
contributions to our Company’s success.

UHS today is one of the nation’s largest and 
most respected providers of hospital and 
healthcare services, with a strong and diverse 
portfolio of hospital-based care, ambulatory 
care, behavioral health, an insurance offering, a 
physician network and various related services. 
With 90,000 employees, we currently operate 
approximately 400 facilities across the United 
States, Puerto Rico and the United Kingdom. 

In 2019, we delivered care to 3.5 million patients 
across inpatient and outpatient access points. 
UHS generated net revenues of approximately 
$11.4 billion, an increase of 5.6% over 2018. 
On a same facility basis, adjusted admissions 
increased 4.8% across the Acute Care Division, 
and 1.2% within the Behavioral Health Division.

Highlights in Acute Care include expansions 
and renovations at a number of our hospitals, 
as well as addition of new service lines and 

acquisition of innovative technologies to 
support the advancement of care. We continue 
to invest in access points across the integrated 
delivery of care continuum – including six 
new Freestanding Emergency Departments 
– as well as engage in strategic partnerships 
that will enable patients to access the right 
level of care at the right location. In October, 
we broke ground on Northern Nevada Sierra 
Medical Center, which, when open in 2022, 
will be the first new full-service hospital in the 
growing Reno market in 100 years. Our seven 
Accountable Care Organizations across the 
country, covering 130,000 Medicare lives, drove 
physician alignment through value-based care 
initiatives, yielding over $65 million Medicare 
cost savings and earning $30 million for the 
3,000 participating physicians.

Our significant achievements in Behavioral 
Health during the year include the 
announcement of five de novo facilities currently 
under construction across the U.S. that are 
new joint ventures with established and highly 
respected not-for-profit health systems, and 
two de novo fully owned facilities in markets 
identified to us by referral entities as currently 

UHS is 
named to 
the Wall 
Street 
Journal 
Shareholder 
Honor Roll

Alan B. Miller 
founds UHS; 
acquires 
Valley Hospital 
Medical Center 
in Las Vegas

UHS issues its 
Initial Public 
Offering (IPO) 
of stock; 
acquires 5 
hospitals

Acquisition of 
Qualicare, Inc. 
doubles UHS in 
size and marks 
entry into the 
Behavioral 
Health field

UHS operates 
41 facilities 
with 4,545 
beds

UHS 
acquires 
majority 
ownership of 
The George 
Washington 
University 
Hospital 
(opens 
replacement 
hospital in 
2002)

UHS is listed 
on the Fortune 
1000 as #1 in 
total return to 
investors from 
1992-2002

UHS reports 
revenues of 
$3.6 billion with 
100 facilities 
across U.S.; 
attains ranking 
on Fortune 500; 
Alan B. Miller 
first named 
among 100 Most 
Influential People 
by Modern 
Healthcare

1979 1981 1983 1984 1997 1998 2002 2003

UHS employs 
over 8,000 
clinical and 
support staff

1989
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Henderson 
Hospital 
opens in 
Henderson, 
NV

Over 35,000 
people are 
employed by 
UHS

UHS 
Foundation is 
established

UHS acquires 
Psychiatric 
Solutions Inc. 
(PSI) adding 
105 facilities to 
the Behavioral 
Health Division

UHS establishes 
Independence 
Physician 
Management 
(IPM)

UHS is added 
to the S&P 
500 index; 
acquires Cygnet 
Health Care 
(UK); acquires 
Prominence Health 
Plan, entering 
healthcare 
insurance industry; 
rings the NYSE 
Closing Bell in 
recognition of its 
35th anniversary

UHS is named 
as one of 
the 30 Most 
Meaningful 
Companies 
to Work for 
in America 
by Business 
Insider 
Magazine

2004

2005

2010

2012

2014 20172015 20182016 2019

UHS 
acquires 
Cambian 
Adult 
Services 
Division 
(UK) 

UHS acquires 
The Danshell 
Group, 
expanding UK 
presence into 
Scotland and 
Wales

UHS is named 
to Fortune’s 
list of World’s 
Most Admired 
Companies for the 
9th consecutive 
year; UHS breaks 
ground on 
Northern Nevada 
Sierra Medical 
Center, the first 
new full-service 
hospital to be 
built in Reno in 
100 years

underserved markets. Our quality of care data 
continues to exceed the national average, 
with strong patient satisfaction and outcomes 
metrics. In the United Kingdom, Cygnet Health 
Care celebrated its 30th anniversary with the 
successful integration of 25 facilities recently 
acquired from The Danshell Group, further 
establishing Cygnet as one of the largest 
providers of mental health services in the U.K. 
We delivered highly favorable outcomes for 
individuals in our care, with 85% of our U.K. 
services rated as ‘Outstanding’ or ‘Good’ by 
regulatory agencies.

I am proud of the reputation we have earned  
as a leader in the healthcare industry. For the 
tenth consecutive year, UHS was recognized 
among ‘World’s Most Admired Companies’  
by Fortune magazine. 

We are currently ranked #293 on the Fortune 
500 list, and our employees and facilities 
continue to be honored by national, state and 
local organizations for delivering high quality 
care, for pioneering innovation, for their thought 
leadership and for their commitment to serving 
their local communities.

We look ahead with great optimism. 2020 will 
be a year of continued growth and expansion, 
operational excellence and achievement of 
new milestones. Thank you for your continuing 
interest and investment in UHS.

Sincerely,

Alan B. Miller
Founder, Chairman of the Board  
and Chief Executive Officer

Alan B. Miller received the Admiral Charles LeMoyne 

Distinguished Civilian Award on December 13, 2019, 

presented by The Ben Franklin Global Forum in 

recognition of his leadership and accomplishments 

in providing superior behavioral healthcare to active 

duty military, veterans and their families.

(l to r) Rear Admiral Frank Mitchell Bradley, Assistant Commander 

— Navy, Joint Special Operations Command; Bob Daniels, 

Chairman, Ben Franklin Global Forum; Alan B. Miller, Founder, 

Chairman and CEO, Universal Health Services; and Major General 

Xavier T. Brunson, Commanding General, 7th Infantry Division In recognition of the Company’s 40th anniversary, the UHS Board of 
Directors and Corporate Officers were invited to ring the Closing Bell at 
the New York Stock Exchange on April 30, 2019.
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  Patient days 7,939,554 7,795,322 2% 7,694,021

  Admissions 806,350 786,643 3% 765,212

  Average number of licensed beds 30,191 29,741 2% 29,278

   Percentage
  Year Ended December 31 2019 2018 Increase 2017 

   Percentage
  Year Ended December 31 2019 2018 Increase 2017 

  Net revenues $11,378,259,000 $10,772,278,000 6% $10,409,865,000

   Adjusted net income  
attributable to UHS (1)  $891,820,000 $894,350,000 — $725,459,000

   Adjusted diluted earnings per share  
attributable to UHS (1) $9.99 $9.53 5% $7.53

The “Other combined adjustments” neutralize the effect of items in each year that are nonrecurring or non-operational in nature including items such as: reserves for various 
matters, settlements, legal judgments and lawsuits, our adoption of ASU 2016-09, gains/losses on sales of assets and businesses, impairments of long-lived and intangible 
assets and other amounts that may be reflected in a given year that relate to prior periods. Since “adjusted net income attributable to UHS” is not computed in accordance 
with generally accepted accounting principles (“GAAP”), investors are encouraged to use GAAP measures when evaluating our financial performance. To obtain a complete 
understanding of our financial performance the information provided above should be examined in connection with our consolidated financial statements and notes thereto, 
as contained in this report.

(1) Calculation of Adjusted Net 
Income Attributable to UHS 

Net income attributable to UHS  $814,854  $9.13 $779,705 $8.31 $752,303 $7.81 $702,409 $7.14 

Other combined adjustments 76,966   0.86 114,645 1.22 (26,844) (0.28) 17,830 0.18 

Adjusted net income attributable to UHS $891,820   $9.99 $894,350 $9.53 $725,459 $7.53 $720,239 $7.32

 2019 2018 2017 2016

AmountAmount Amount
Per

Diluted Share
Per

Diluted Share
Per

Diluted ShareAmount
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(in thousands except per share amounts)

F I N A N C I A L  H I G H L I G H T S

Net revenues
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UHS is a registered trademark of UHS of Delaware, Inc., the management company for Universal Health 
Services, Inc. and a wholly owned subsidiary of Universal Health Services. Universal Health Services, Inc. is a 
holding company and operates through its subsidiaries including its management company, UHS of Delaware, 
Inc. All healthcare and management operations are conducted by subsidiaries of Universal Health Services, 
Inc. Any reference to “UHS or UHS facilities” including any statements, articles or other publications contained 
herein which relates to healthcare or management operations is referring to Universal Health Services’ 
subsidiaries including UHS of Delaware. Further, the terms “we,” “us,” “our” or “the company” in such context 
similarly refer to the operations of Universal Health Services’ subsidiaries including UHS of Delaware. Any 
reference to employment at UHS or employees of UHS refers to employment with one of the subsidiaries of 
Universal Health Services, Inc., including its management company, UHS of Delaware, Inc.

“UHS Facilities” refers to subsidiaries of Universal Health Services, Inc.

Acute Care Hospitals

Ambulatory Centers

Behavioral Health Facilities

Freestanding Emergency Departments

Universal Health Services, Inc.
Corporate Headquarters

INDEX

Acute Care Division 
10-17

Behavioral Health 
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18-23

Form 10K   
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Corporate Information/ 
Officers and Senior 
Management
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Board of Directors 
Inside Back Cover

For a full state-by-state list of facilities,  
visit www.uhsinc.com
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http://www.uhsinc.com


2019 was a year of solid performance 

and continued growth for the Acute 

Care Division. We delivered superior 

quality care to approximately 2.7 million 

patients, expanded our geographic reach 

and service lines, earned distinguished 

accolades from accrediting bodies, 

signed new partnerships and expanded 

our ACO offerings and delivered solid 

financial results. 

Our dedication to delivering clinical 

excellence to our communities sets us 

apart and has driven sustainable growth. 

In 2019, adjusted admissions were up 

5%; surgeries were up 3% and ER visits 

were up 8%.  

1 0    U N I V E R S A L  H E A LT H  S E R V I C E S ,  I N C .

UHS ACUTE CARE  
DIVISION

We deliver superior quality care, 
striving to be the preferred provider 
in the markets we serve.
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Our division has the clinical leadership and 

expertise to raise the bar in quality and 

patient experience, and ensure that UHS 

acute care services are at the center of the 

healthcare delivery model. 

As a division, we are well positioned to 

continue to grow, expand our integrated 

networks and deliver the continuum of 

care to millions of patients across the 

communities we serve.

GROWTH AND EXPANSION 

In 2019, we completed a number of 

significant expansions – increasing bed 

capacity, adding new service lines, installing 

innovative medical technologies – to 

better meet the healthcare needs of the 

communities we serve. 

An historic milestone for The George 

Washington University Hospital (GW Hospital) 

and the Washington, D.C., community was 

achieved in November with the opening of a 

helipad, expanding access to lifesaving care 

in the region. In addition, we also opened 

42 additional beds for trauma care and 

neurology care.

In Florida, at Manatee Memorial Hospital, we 

opened a new bi-plane neuro-interventional 

catheterization suite. At Lakewood Ranch 

Medical Center, we added two new operating 

rooms and a new radiology unit including new 

CT and MRI. At Texoma Medical Center, we 

opened the 4th floor of the new patient tower 

adding 36 new medical-surgical beds. We 

completed a two-floor vertical expansion with 

shell space to allow for future beds on the 5th 

and 6th floors.

Above: When minutes matter, airlifting trauma patients can mean the difference between life and death, especially in mass 
casualty situations. The GW Hospital team officially dedicated the new helipad in November 2019. Left to right: Vincent Gray, 
D.C. Councilmember and Chairperson on the Committee on Health; LaQuandra Nesbitt, MD, Director, D.C. Department of Health; 
Jonathan Reiner, MD, Director of the Cardiac Catheterization Laboratory, GW Hospital; Babak Sarani, MD, Director of Trauma 
and Acute Care Surgery, GW Hospital; Kimberly Russo, Chief Executive Officer, GW Hospital; Robert Kelly, MD, Former Chief 
Executive Officer, The GW Medical Faculty Associates; Jeffrey Akman, MD, Former Vice President for Health Affairs and Former 
Dean, GW School of Medicine and Health Sciences.
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U H S  A C U T E  C A R E  D I V I S I O N

DELIVERING LIFE-SAVING CARE

HEALING HEARTS IN 
WASHINGTON, D.C.

Heart disease is the leading cause of death in the U.S., 
according to the CDC. At GW Hospital, advanced 
technology and medical expertise come together to 
provide patients with a comprehensive program for 
advanced treatment of heart disease and vascular 
disorders, available in one convenient location. The goal is 
to help each patient live a long life with a healthy heart.

Meet Bonita Bell. Bonita had a large blood clot in her lungs 
(pulmonary embolism). Doctors placed her on an ECMO machine and removed large volumes of clot from 
her arteries. Bonita comments that, were it not for the care she received, she would not be here today. 

Cardiologists, cardiac surgeons and other heart specialists at GW Hospital provide advanced detection, 
diagnosis and treatment of a wide range of diseases and conditions, including heart attack, heart failure, 
heart rhythm disorders, deep vein thrombosis, peripheral arterial disease and more.

The Stroke Center at Valley Hospital 
Medical Center in Las Vegas provides 
comprehensive care that helps patients 
address a number of physical, emotional 
and lifestyle issues. Our stroke response 
team is deployed to evaluate and treat 
stroke emergencies.  

Meet Marlene Boersma, patient, and 
Dr. Paul Janda, D.O., J.D., Director of 
Neurology Residency Program at Valley 
Hospital, part of The Valley Health 
System in Las Vegas. Marlene was 
airlifted to Valley Hospital for treatment of 
stroke symptoms. According to Dr. Janda, 
Marlene presented in a critical condition, 
yet, due to the prompt medical care 
delivered by the Valley Hospital team, she 
stabilized and today is doing outstanding.



2 0 1 9  A N N U A L  R E P O R T    1 3   

Expansion of Centennial Hills Hospital in Las Vegas:  
As Northwest Las Vegas, North Las Vegas and the outlying 
communities continue to grow, our goal is to meet the demand 
for expanded services. When all five floors of the new patient 
tower are completely built out, the hospital’s capacity  
will reach 390 beds. This continued expansion aligns with our 
commitment to meet our community’s requests and keep  
care close to home.

At South Texas Health System McAllen, we 

converted a nursing unit into an inpatient 

rehabilitation unit with 18 beds, a physical 

therapy gym and activity room. And at South 

Texas Health System Edinburg, we have begun 

planning for a new bed tower, which will add 

more beds in the ER, ICU, inpatient rehab  

and medical-surgical areas. 

In Nevada, at Henderson Hospital in Las 

Vegas, we completed the build-out of two 

new operating rooms. We have also begun the 

planning for a new bed tower.  

Centennial Hills Hospital Medical Center in 

Las Vegas announced a master plan project 

that begins with the build-out of a new $95 

million five-story patient tower. Phase one will 

add 56 new beds, increasing the total to 318. 

This addition will provide increased capacity in 

the NICU, ICU, intermediate unit and medical-

surgical units across the hospital. 

At Northern Nevada Medical Center in Sparks, 

Nevada, we added 16 new medical-surgical 

beds. Additionally, we opened a new orthopedic 

surgery room and a new pharmacy. 

INTEGRATED DELIVERY NETWORKS

A key strategy for the division is to further 

expand our integrated delivery networks – 

providing patients with improved access to a full 

range of healthcare services. The hospital serves 

as the hub, with affiliated outpatient and ancillary 

services conveniently located across the local 

geography. The expansion of ambulatory service 

offerings – whether owned or aligned through 

partnerships – keeps patients in-network and 

provides a coordinated care experience. 

We announced a partnership with Regent 

Surgical Health to build and operate Ambulatory 

Surgery Centers in key markets. These will provide 

patients with convenient access to more outpatient 

surgical services, and physician practices with 

more efficient outpatient locations to perform 

appropriate procedures. 

We announced a partnership with Vera Whole 

Health to add advanced primary care services 

to UHS’ clinically integrated delivery network, 

boosting access, improving member experience 

and generating better health outcomes. 

Finally, we expanded our Accountable Care 

Organizations (ACOs) to seven across the 

country, covering 130,000 Medicare lives; 

12,500 lives in Nevada and Texas; and 30,000 

commercial lives in Nevada. 

Prominence Health Plan announced the results of 

its ACOs showing a continued trend of increased 

cost savings and improved quality. In 2018, the 

ACOs saved Medicare $65.2 million, earning $30 

million for its 3,000 participating physicians. 

Since the establishment of the first UHS ACO 

in 2014, the entities have saved more than $113 

million and averaged a 96% quality score. 
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QUALITY
DISTINCTIONS

OPERATIONAL EFFICIENCIES  
YIELD RESULTS

At our Acute Care hospitals, we are committed 

to continuous improvement – driving clinical 

outcomes, enhancing the patient experience, 

streamlining operations and supporting staff 

satisfaction. 

The effort to reduce reliance on registry continued 

in 2019, despite the pressure on staffing due to 

strong census growth. Registry nursing contract 

expenses decreased by 8.3%, saving $3.68 million 

versus 2018.

Our process improvement efforts yielded a 23% 

reduction in the patient’s length of stay in the 

Emergency Department (ED). In part, this was 

achieved by streamlining the time it takes to 

move a patient from the ED to an inpatient bed 

and deploying capacity management software in 

half of our facilities. As a result, patients are more 

likely to be placed in an inpatient bed within 30 

minutes of bed assignment and bed assignments 

are occurring within 45 minutes of the admission 

order. ED holding hours across the division have 

declined by 17% from the previous year. In 2019, 

ED patients discharged from the ED had an 

average length of stay of 2.5 hours, representing  

a 10% decrease from 2018.

Patients are discharged earlier in the day  

across the division by 62 minutes and a third of 

our facilities have executed the discharge of a 

patient within two hours versus waiting in excess 

of three hours. This was achieved in part by 

streamlining the discharge process by targeting 

50% of all discharges to depart the facility by 

2:00 p.m. and deploying capacity management 

software in a third of our facilities, allowing 

for transparency of eligible discharges and 

admissions from the ED and Operating  

Room (OR).

We are honored to receive 
industry accolades that 
recognize the care and 
services we provide.

U.S. News & World Report 

recognized The George 

Washington University 

Hospital as a Best Regional 

Hospital, ranking it among 

the top 10% of hospitals 

in the Washington, D.C. 

metropolitan area. 

https://www.gwhospital.com/about/news/best-regional-hospitals-us-news-world-report-2019
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In 2019, nine UHS Acute 

Care hospitals earned 

an “A” safety grade 

from The Leapfrog 

Group, recognizing our 

commitment to protect 

patients from harm and 

meet the highest safety 

standards. In addition, two 

UHS Acute Care hospitals 

– Henderson Hospital and 

Northern Nevada Medical 

Center – were named Top 

General Hospitals by The 

Leapfrog Group. 

Aiken Regional Medical 

Centers was named a 

Top Teaching Hospital. 

Performance across many 

areas of hospital care are 

considered in establishing 

the qualifications for the 

award including infection 

rates, practices for safer 

surgery, maternity care, 

and the hospital’s capacity 

to prevent medication 

errors. 

Award-winning care
UHS Hospitals 
Recognized  
with an “A” 
Safety Grade 
from Leapfrog 
in 2019

Aiken Regional  
Medical Centers

Northern Nevada
Medical Center

South Texas Health 
System Heart

South Texas Health 
System McAllen

Henderson  
Hospital

Lakewood Ranch
Medical Center

South Texas Health 
System Edinburg

St. Mary’s Regional 
Medical Center

Wellington Regional 
Medical Center
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One Patient’s Story: Maine’s U.S. Senator Angus King completed his last day of radiation treatment at  
GW Hospital in Washington, D.C., thanking the medical team as well as his family, friends and his staff for their 
compassion and support.

Process improvement efforts in MRI  

continue across the division with 18  

facilities completing work to reduce  

patient turnaround time by 50% for routine 

inpatient and observation patients.   

The Acute Inpatient Rehabilitation Units saw 

an improvement in their Program Evaluation 

Model (PEM) through October, with 8 out of 

13 units ranking in the top 10% of the country. 

One 18-bed Rehabilitation Unit was opened  

in 2019 in McAllen, Texas. More than 80%  

of all of the rehab patients in the 14 units 

were discharged to the community. Marketing 

efforts that included updated marketing 

materials and operational improvements 

resulted in a $7.2 million increase over 2018.

Outpatient Rehabilitation Services came 

together in 2019 with an emphasis on same 

store growth and operational efficiencies. 

Growth included the addition of two new 

locations in 2019 for a total of 20 Outpatient 

Rehabilitation Services locations. With a 

focus on volume growth and operational 

efficiencies, the outpatient revenue grew 

$13.9 million over 2018. To provide consistent 

management oversight and outcome data, 

an Outpatient EMR was selected for 2020 

implementation.

We continue to make improvements in our OR 

efficiency with year-over-year gains in prime 

time utilization and block utilization.



NEW HOSPITAL UNDER CONSTRUCTION  
IN RENO

In October, we broke ground on Northern Nevada Sierra Medical Center,  
the first new full-service hospital to be built in Reno in 100 years. 
Expected to open in 2022, Sierra Medical Center will join a comprehensive continuum of care in 
this region, including Northern Nevada Medical Center, Northern Nevada Medical Group, Quail 
Surgical and Pain Management and a Freestanding Emergency Department, ER at McCarran NW.

Upon completion of the initial phase of the project, the hospital campus is projected to include 
350,000 square feet of hospital and medical office space. The new hospital will feature nearly 200 
private patient rooms. Our expansion in this region will improve access to healthcare, offer more 
choices for patients and serve as an extension of the quality care already offered in the greater 
Reno area.

Sierra Medical Center will introduce comprehensive services including emergency care, 
orthopedics, surgery, labor and delivery, neonatal intensive care, oncology, cardiovascular care 
and neurosurgery. In addition, the campus will be home to medical office buildings that will 
provide outpatient services.
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https://nnmcsierra.com/


UHS BEHAVIORAL 
HEALTH DIVISION

We provide compassionate care  
that transforms lives and families. 
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The Behavioral Health Division 
recorded another year of industry-
leading clinical outcomes for patients, 
good financial performance and 
continued growth in the U.S. and  
the U.K. 

In 2019, our dedicated clinicians and 
staff delivered compassionate care to 
over 700,000 patients, providing hope 
and healing to patients and families who 
struggle with mental health challenges. 
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Through a continuum of inpatient, partial 
hospitalization and outpatient programs, we 
provide a broad range of behavioral health 
services. Additionally, our specialty programs 
provide treatment for eating disorders and 
substance use.

As we continue to increase awareness  
and change the conversation about mental 
health and addiction issues, we remain 
committed to our top priority of taking 
care of patients – providing superior quality 
care – treating individuals with respect and 
operating with integrity. This is the philosophy 
that has powered past accomplishments  
and will continue to fuel our success into  
the future. 

GROWTH AND EXPANSION TO 
SERVE MORE PATIENTS 

We continued to expand the delivery of care, 
providing more services to more patients. In 
response to the need for more acute inpatient 
psychiatric capacity in the U.S., we added a 
total of 178 acute psychiatric beds in existing 
facilities during the year.  

We also added programs and services at a 
number of our facilities, working closely with 
our referral sources to anticipate and meet 
demand in our served communities.

Above: Universal Health Services has a long-standing commitment to serving the behavioral health needs of the 
military, including active duty service members, veterans and their families. In 2019, we served over 7,500 service 
members through our Patriot Support Programs. We are proud to work with Herschel Walker, former professional 
NFL player and mental health advocate. Walker has made over 300 visits to military installations across the U.S. 
and abroad, since partnering with the UHS Patriot Support Program in 2008. He has engaged with thousands of 
members of the military, sharing his message of hope and resilience, and inspiring others to seek care. 
Pictured above: Herschel Walker (center) with U.S. troops in Germany.

https://patriotsupportprogram.com/


THE VOICE OF
OUR PATIENTS

Quality is our passion, 
improving lives is  
our reward.

Every day, at each of our 
facilities, care providers are 
making a difference in the lives 
of patients. It is evident in the 
expertise, quality of care and 
time they provide. It is shown 
by their compassion, kindness 
and patience. It is documented 
in the tangible improvement 
patients make from admission 
to discharge. But the biggest 
testament is hearing from 
patients following their stay 
– being told that we made a 
lasting impact, that they now 
live healthier, happier, more 
productive lives. Pictured here 
just three of the thousands of 
testimonials received each year 
from patients we have been 
privileged to serve.

U H S  B E H AV I O R A L  H E A LT H  D I V I S I O N
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AN EMPHASIS ON QUALITY MEASURES

Quality of care and patient satisfaction continue to 
be our most important metrics. UHS is one of few 
behavioral health providers voluntarily measuring 
clinical outcomes. Examining a variety of metrics, we 
are able to quantify changes in patients’ conditions 
from admission to discharge. 

A subsidiary of UHS, Mental Health Outcomes 
(MHO), is a leading consultancy specializing in the 
design and implementation of custom outcomes 
measurement, aggregating patient satisfaction 
surveys and outcomes. In CMS’ Inpatient Psychiatric 
Facility Quality Reporting requirements, our 
facilities are compared to approximately 1,500 other 
psychiatric providers across the country. Our results 
exceed the national averages in 11 out of 14 indicators. 

Patient satisfaction is a key indicator of the 
effectiveness of our treatment programs. In 2019, our 
patients rated their overall care as 4.5 on a 5-point 
scale in our patient satisfaction surveys. More than 
91% indicated they felt better following care at one of 
our facilities; 90% were satisfied with their treatment; 
and 86% would refer a friend or family member in 
need of care. 

Patient responses to our aftercare survey indicate 
that the vast majority of patients sustain the 
improvements made during treatment, with 89% 
reporting no re-hospitalization and 73% reporting  
a positive quality of life.

91%

90%

feel better at 
discharge than  
when admitted.

were satisfied  
with their  
treatment.

86%
would recommend 

the facility to 
someone needing 

treatment.

Quality patient care is the cornerstone of UHS’ Mission. The Behavioral 
Health team delivers industry-leading outcomes and patient satisfaction 
as illustrated here.



Roman R.
Roman R. was a patient at Laurel Ridge Treatment Center receiving 

treatment for PTSD and other post-deployment issues. A retired sergeant 

first class in the Special Forces, Roman served in the U.S. Army for 13.5 

years. “You do what you have to do and then you put it all back into 
a mental box,” said Roman. “That worked. Until it didn’t.” Roman 

completed treatment at Laurel Ridge (6-week stay). “Once I really 
stepped into the process and got on-board with treatment, the panic 
attacks stopped. Getting help doesn’t keep you from your job, it  
makes you better at your job.”

Chris D.
Chris D. was a patient at Fuller Hospital at the age of 

17 struggling with Anxiety and Obsessive-Compulsive 

Disorder. Two years later, the Fuller team had the 

opportunity to meet Chris...again; this time as a visitor 

on his way home from college where he is studying 

criminal justice. It was a special reunion moment for 

both Chris and the Fuller staff.  

“If I could talk to my 17 year-old self I would let him 
know that he is never alone. Just be truthful. The safety 
and security I felt at Fuller I had not felt for a long 

time. I would tell myself not to be scared, and to be willing to make necessary changes, for it would 
only benefit my health and well-being.” – Chris D. 

“The happy ending to our story is that after being discharged, Chris did extremely well.  He is 
under the care of both a psychologist and a psychiatrist, and he is flourishing at college in his 
freshman year. There aren’t enough words to describe our level of gratitude for all the work the 
Fuller team gave our son. They perform God’s work every day and help to de-stigmatize the mental 
health maladies that many people, like our son, are facing.” – Chris’ parents Joe & Paula D.

Chris D. (red shirt) with his loving and supportive family.

Bo Brown
Bo was treated at Michael’s House in Palm Springs, California in 

2014. He recently reached out to share his continued progress.

Testimonials from patients years after treatment attest to the 

sustainability of their life-changing treatment. “One of the things  
I learned about myself is not to waste another moment of my life. 
I spent a lot of years in the shadows, isolating myself, drinking 
myself to death and avoiding contact with people. Now I look 
forward to days. I enjoy waking up in the morning. I enjoy new 
adventures and doing things that I would never expect to do in  
my life.”
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Cygnet Health Care is a leading provider in 
the U.K. offering a full spectrum of behavioral 
health services and treatment. During the 
year, Cygnet Health Care celebrated its 30th 
anniversary with the successful integration of 
25 newly acquired Danshell facilities, further 
establishing Cygnet as one of the largest 
providers of mental health services in the U.K. 
With a presence across England, Scotland and 
Wales, Cygnet Health Care is the provider of 
choice for the National Health Service (NHS). 
We have built a reputation for delivering 
pioneering services and outstanding 
outcomes for the individuals in our care. 
We have invested significantly in our 
portfolio and we are proud to offer the safest 
therapeutic environments for behavioral 
health across the country, with 85% of our 
U.K. services rated as ‘Outstanding’ or  
‘Good’ by regulatory agencies. 

SPECIALIZED PROGRAMS 

EATING DISORDERS
We believe that eating disorders are rooted 
in and driven by anxiety and a profound 
disruption to the sufferers’ sense of self. Our 
goal is to create a culture that nurtures the 
integration of body and mind by normalizing 
eating behaviors and attitudes toward food 
and one’s body; and challenging and replacing 
maladaptive thoughts and behaviors. 

EDUCATIONAL SERVICES
Our residential treatment facilities provide 
innovative programs for adolescents enabling 
them to continue their education and pursue 
academic success while in treatment. In 2019, 
211 youth receiving mental health treatment in 
our facilities earned their high school diploma 
or GED. 

SUICIDE PREVENTION
As a strategic partner to the National 
Action Alliance for Suicide Prevention, UHS 
collaborated in delivering groundbreaking 
best practices to support care transitions 
following inpatient services. This new research 
will continue to be showcased in 2020. As 
providers, we must do all we can to support 
patients during this vulnerable time in their 
care journey. 

Celebrating 
30 years, 
Cygnet has 
expanded 
to provide 
more support 
at specialist behavioral 
facilities across the UK.  
Kewstoke’s beachside location 
overlooking the Bristol 
Channel provides a peaceful 
and therapeutic setting for 
patients in our care.
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Scottsdale, Arizona

Integration of behavioral health and physical healthcare services can decrease unnecessary emergency 
department visits, reduce unnecessary inpatient admissions and enhance compliance with treatment, 
leading to better clinical outcomes and increased patient satisfaction. 

We currently have over 40 active partnerships and integrations underway. Joint-venture projects 
announced with these leading Healthcare Systems are currently under construction:

• Beaumont Health
• HonorHealth
• MercyOne
• SoutheastHEALTH
• Valley Children’s Healthcare

And new facilities are being built following needs assessments driven by local referral source partners:
• Mental Health Division of Milwaukee County
• Baylor Scott & White Health

PARTNER OF CHOICE

New Behavioral Health Hospital - Cape Girardeau, Missouri UHS1706

19 February 201919 February 2019

HEALTHSoutheast

Conceptual Exterior Rendering - Main Entry : View 1

New Behavioral Health Hospital - UHS - West Allis, Wisconsin
UHS1710

31 May 2019

Conceptual Rendering - View 06

New Behavioral Health Hospital - Temple, Texas

UHS1718

12 February 2020

Conceptual Exterior Rendering - Main Entry : Option 02 - View 1

Temple, Texas

Des Moines, Iowa

Madera, California

Cape Girardeau, Missouri

West Allis, 
Wisconsin

Dearborn, Michigan
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UHS recognizes the need to protect 

the natural environment as well as 

serve patients and the communities 

in which we operate. Keeping our 

surroundings clean and minimizing 

pollution is of benefit to all. We are 

committed to following best practices 

when managing our energy usage 

and consumption, and disposing of 

waste. Stewardship continues to play 

an important role in our commitment 

to a clean environment and strong 

communities.

CORPORATE  
SOCIAL 
RESPONSIBILITY
A shared commitment
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ENERGY STAR® CERTIFICATION

We continued work on the UHS Corporate 

Energy Efficiency Initiative, which was 

launched in 2017. UHS invested $10.6 

million toward LED lighting upgrades and 

optimization of our large HVAC systems 

during the year. The projects implemented 

during 2019 are projected to save 18.38 million 

kWh of electricity and 138,000 therms of 

natural gas annually, resulting in 14,010  

metric tons of CO2 emission reduction.  

This equates to:

•  2,975 passenger vehicles removed from  

the road or 34.76 million miles driven by  

an average passenger vehicle, or 

• 15.4 million pounds of coal burned, or 

• 2,372 homes’ electricity use for one year.

UHS installed and successfully implemented 

smart analytics fault detection and 

diagnostics systems in some of our large 

HVAC systems. This technology will help UHS 

to proactively identify, prioritize and address 

critical HVAC system components’ failure and 

faults, per their energy savings potential. In 

October 2019, The Smart Energy Analytics 

Campaign arranged by U.S. Department of 

Energy’s Better Buildings Initiative recognized 

and awarded UHS for New Installation of a 

Fault Detection & Diagnostics System in the 

Healthcare Category.



LEED / GREEN GLOBES 
CERTIFICATION 

In addition to obtaining verification for 

Leadership in Energy and Environmental 

Design (LEED) in five of our six Las 

Vegas area hospitals, we have applied 

for certification under the science-based 

Green Globes rating system, which traces 

its origin to the European green building 

standard, Building Research Establishment 

Environmental Assessment Methodology 

(BREEAM). This action supports our focus on 

systematic annual increases in overall energy 

efficiency while improving our activities in the 

operation and maintenance for our facilities.

Furthermore, the Green Globes system 

includes wellness elements which further 

demonstrates our commitment to not only 

operate sustainable buildings but also provide 

enhanced environments for our patients and 

their families, physicians and employees. 

As of the end of 2019, four Green Globes 

certifications were earned and a fifth is in 

progress.

CULINARY AND NUTRITION
The Culinary and Nutrition team is comprised 

of Licensed Registered Dietitians and Chefs, 

and resides as part of Supply Chain. This 

structure allows us to look at ingredients 

first. With every menu developed, or product 

sourced, we keep in mind the wholesomeness 

and nutritional content of the ingredients 

required. We also look at creating value: 

how the best foods, at the best price can be 

prepared for the best customer satisfaction.

We refer to this as a focus on Food as 

Fuel. If a patient receives the foods of their 

personal choice, and enjoys them, they will 

have the fuel and nutrients to heal. But food 

preferences are complicated and vary greatly. 

Therefore, we use an integrated approach.

Our team began implementing the new 

International Standards for Dysphagia before 

most health systems in the U.S. This addresses 

patient safety and the presentation of patient 

meals, while also focusing on careful selection 

of food items for all diet types. Partnering 

with our best facility-level Chefs, we continue 

to develop and test recipes and menus. We 

recently completed UHS’ own set of Cafeteria 

Retail Concepts. These were newly developed 

sets of recipes, marketing, signage and 

presentation standards competitive with quick 

service restaurants. Although this project was 

important for Retail Cafeterias, we chose to 

also use it as a testing mechanism for many 

Patient Menu Cycle items. 

Our team worked on 37 kitchen design 

projects this past year. Each of these 

utilized new contracts secured with specific 

companies to ensure safe, dependable and 

affordable tools for our Culinary Departments. 

From energy-efficient dishwashing machines 

to customer-facing reusable items such as 

melamine plates to reduce paper goods 

usage, these projects leverage industry  

best-practice solutions.
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Lastly, we expanded the digitalized Diet 

Offices and Food Production systems 

to safely expedite patient choices more 

creatively within dietary restrictions.  

By taking these actions, we also saw a 

reduction in waste. In concert with our 

continued management of partnered 

contracts and order guides, the result is  

that food and supply costs remained  

stable year over year, while allowing an 

investment in quality.

ENVIRONMENTAL SERVICES (EVS)
During 2019, UHS Environmental Services 

continued to improve and innovate the 

manner in which we clean and provide safe 

environments for our patients, staff and 

visitors. With consistent training of our staff, 

we are ensuring our teams understand the 

critical part which we play in our healthcare 

environments. In moving our EVS departments 

in-house, we have improved visibility and 

influence on our departments, allowing for 

consistent process improvement. During the 

year we launched Adenosine Triphosphate 

(ATP) testing in patient and sterile areas to 

significantly improve the depth of inspections 

beyond visual. We have additionally expanded 

use of UV treatment (over 7,500 treatments) 

in all areas of the hospitals as an additional 

enhanced cleaning process.

RESPONSIBLE PHARMACEUTICAL 
WASTE MANAGEMENT

The United States Environmental Protection 

Agency (EPA) enforced new regulations 

this past year pertaining to the disposal 

of hazardous waste pharmaceuticals 

by healthcare facilities. The new rule 

provides streamlined processes for the safe 

management of pharmaceutical waste and 

prohibits the practice of draining hazardous 

pharmaceutical waste in sewer systems. 

Proper disposal of pharmaceutical waste and 

ensuring regulatory compliance are essential 

components of the UHS Pharmaceutical 

Waste Management Program. The program 

incorporates the use of special disposal 

containers designed for both hazardous and 

nonhazardous pharmaceutical waste. The 

containers provide an environmentally friendly 

method for disposal of pharmaceutical 

waste and prevent the presence of residual 

medications in our environment. 

Proper disposal of controlled substance 

waste is another important component of 

the UHS Pharmaceutical Waste Management 

Program that ensures alignment with the 

Drug Enforcement Administration (DEA) and 

EPA regulations surrounding proper disposal 

of controlled substances. 

The program features the use of an innovative 

controlled substance waste disposal container 

designed to prevent diversion of controlled 

substances and prevent pharmaceutical waste 

from entering our environment. 

Responsible management of pharmaceutical 

and controlled substance waste generated 

at our hospitals provides an added degree of 

safety for our patients, communities and the 

environment.
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REPROCESSING AND WASTE 
DIVERSION 

Through reprocessing and remanufacturing 

efforts with our business partners, UHS is 

able to minimize its environmental impact 

utilizing key sustainability programs. UHS 

Acute Care facilities work with vendors to 

collect identified products and participate 

in sustainable and environmentally friendly 

practices resulting in diversion of waste. These 

vendors break down collected products into 

recyclable components keeping them out 

of the waste stream. In 2019, our Acute Care 

division was able to divert 145,717 pounds 

of waste through collection of 390,855 

individual items. UHS has been participating in 

reprocessing and remanufacturing programs 

for over 16 years.

UNCOMPENSATED CARE (CHARITY 
CARE AND UNINSURED DISCOUNTS)
Our commitment to corporate social 

responsibility is evident across the company 

in a number of ways, including the care that 

we provide to patients and their families, 

regardless of their ability to pay. 

UHS Acute Care hospitals have recorded 

increasing uncompensated care, based on 

charges at established rates, for the years 

ended December 31, 2019, 2018 and 2017:

Generally, patients treated at our hospitals  

for non-elective services, who have gross 

income of various amounts dependent upon 

the state, ranging from 200% to 400% of 

the federal poverty guidelines, are deemed 

eligible for charity care. The federal poverty 

guidelines are established by the federal 

government and are based on income and 

family size. 

Charity care

Uninsured discounts

Total  
uncompensated care

 $761,783 40%

 $1,132,811 60%

 $1,894,594 100%

2018

Amount %

 $672,326 31%

 $1,511,738 69%

 $2,184,064 100%

Amount %

2019

 $887,136 50%

 $881,265 50%

 $1,768,401 100%

2017

Amount %

(dollar amounts in thousands)
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YDOXH��DQG�&ODVV�'�&RPPRQ�6WRFN�������SDU�YDOXH��RXWVWDQGLQJ�DV�RI�-DQXDU\�����������ZHUH��������������������������������DQG���������UHVSHFWLYHO\��

'2&80(176�,1&25325$7('�%<�5()(5(1&(��
3RUWLRQV�RI�WKH�UHJLVWUDQW¶V�GHILQLWLYH�SUR[\�VWDWHPHQW�IRU�RXU������$QQXDO�0HHWLQJ�RI�6WRFNKROGHUV��ZKLFK�ZLOO�EH�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�
&RPPLVVLRQ�ZLWKLQ�����GD\V�DIWHU�'HFHPEHU�����������LQFRUSRUDWHG�E\�UHIHUHQFH�XQGHU�3DUW�,,,���
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3$57�,�
,WHP��� � %XVLQHVV� �
,WHP��$� � 5LVN�)DFWRUV� ��
,WHP��%� � 8QUHVROYHG�6WDII�&RPPHQWV� ��
,WHP��� � 3URSHUWLHV� ��
,WHP��� � /HJDO�3URFHHGLQJV� ��
,WHP��� � 0LQH�6DIHW\�'LVFORVXUH� ��
�

3$57�,,�
,WHP��� � 0DUNHW�IRU�5HJLVWUDQW¶V�&RPPRQ�(TXLW\��5HODWHG�6WRFNKROGHU�0DWWHUV�DQG�,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV� ��
,WHP��� � 6HOHFWHG�)LQDQFLDO�'DWD� ��
,WHP��� � 0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV� ��
,WHP��$� � 4XDQWLWDWLYH�DQG�4XDOLWDWLYH�'LVFORVXUHV�$ERXW�0DUNHW�5LVN� ��
,WHP��� � )LQDQFLDO�6WDWHPHQWV�DQG�6XSSOHPHQWDU\�'DWD� ��
,WHP��� � &KDQJHV�LQ�DQG�'LVDJUHHPHQWV�ZLWK�$FFRXQWDQWV�RQ�$FFRXQWLQJ�DQG�)LQDQFLDO�'LVFORVXUH� ��
,WHP��$� � &RQWUROV�DQG�3URFHGXUHV� ��
,WHP��%� � 2WKHU�,QIRUPDWLRQ� ��
�

3$57�,,,�
,WHP���� � 'LUHFWRUV��([HFXWLYH�2IILFHUV�DQG�&RUSRUDWH�*RYHUQDQFH� ��
,WHP���� � ([HFXWLYH�&RPSHQVDWLRQ� ��
,WHP���� � 6HFXULW\�2ZQHUVKLS�RI�&HUWDLQ�%HQHILFLDO�2ZQHUV�DQG�0DQDJHPHQW�DQG�5HODWHG�6WRFNKROGHU�0DWWHUV� ��
,WHP���� � &HUWDLQ�5HODWLRQVKLSV�DQG�5HODWHG�7UDQVDFWLRQV��DQG�'LUHFWRU�,QGHSHQGHQFH� ��
,WHP���� � 3ULQFLSDO�$FFRXQWDQW�)HHV�DQG�6HUYLFHV� ��
�

3$57�,9�
,WHP���� � ([KLELWV�DQG�)LQDQFLDO�6WDWHPHQW�6FKHGXOHV� ��
,WHP���� � )RUP����.�6XPPDU\� ��
� � �
6,*1$785(6� ��
�

7KLV�$QQXDO�5HSRUW�RQ�)RUP����.�LV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KLV�$QQXDO�5HSRUW�PRGLILHV�DQG�VXSHUVHGHV�
GRFXPHQWV�ILOHG�SULRU�WR�WKLV�$QQXDO�5HSRUW��,QIRUPDWLRQ�WKDW�ZH�ILOH�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��WKH�³6(&´��LQ�
WKH�IXWXUH�ZLOO�DXWRPDWLFDOO\�XSGDWH�DQG�VXSHUVHGH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKLV�$QQXDO�5HSRUW��

,Q�WKLV�$QQXDO�5HSRUW��³ZH�´�³XV�´�³RXU´�³8+6´�DQG�WKH�³&RPSDQ\´�UHIHU�WR�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��DQG�LWV�
VXEVLGLDULHV��8+6�LV�D�UHJLVWHUHG�WUDGHPDUN�RI�8+6�RI�'HODZDUH��,QF���WKH�PDQDJHPHQW�FRPSDQ\�IRU��DQG�D�ZKROO\�RZQHG�VXEVLGLDU\�
RI�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��LV�D�KROGLQJ�FRPSDQ\�DQG�RSHUDWHV�WKURXJK�LWV�VXEVLGLDULHV�LQFOXGLQJ�
LWV�PDQDJHPHQW�FRPSDQ\��8+6�RI�'HODZDUH��,QF��$OO�KHDOWKFDUH�DQG�PDQDJHPHQW�RSHUDWLRQV�DUH�FRQGXFWHG�E\�VXEVLGLDULHV�RI�
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��7R�WKH�H[WHQW�DQ\�UHIHUHQFH�WR�³8+6´�RU�³8+6�IDFLOLWLHV´�LQ�WKLV�UHSRUW�LQFOXGLQJ�OHWWHUV��QDUUDWLYHV�RU�
RWKHU�IRUPV�FRQWDLQHG�KHUHLQ�UHODWHV�WR�RXU�KHDOWKFDUH�RU�PDQDJHPHQW�RSHUDWLRQV�LW�LV�UHIHUULQJ�WR�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF�¶V�
VXEVLGLDULHV�LQFOXGLQJ�8+6�RI�'HODZDUH��,QF��)XUWKHU��WKH�WHUPV�³ZH�´�³XV�´�³RXU´�RU�WKH�³&RPSDQ\´�LQ�VXFK�FRQWH[W�VLPLODUO\�UHIHU�WR�
WKH�RSHUDWLRQV�RI�8QLYHUVDO�+HDOWK�6HUYLFHV�,QF�¶V�VXEVLGLDULHV�LQFOXGLQJ�8+6�RI�'HODZDUH��,QF��$Q\�UHIHUHQFH�WR�HPSOR\HHV�RU�
HPSOR\PHQW�FRQWDLQHG�KHUHLQ�UHIHUV�WR�HPSOR\PHQW�ZLWK�RU�HPSOR\HHV�RI�WKH�VXEVLGLDULHV�RI�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��LQFOXGLQJ�
8+6�RI�'HODZDUH��,QF��
�



��

�3$57�,�

,7(0���� Business�

2XU�SULQFLSDO�EXVLQHVV�LV�RZQLQJ�DQG�RSHUDWLQJ��WKURXJK�RXU�VXEVLGLDULHV��DFXWH�FDUH�KRVSLWDOV�DQG�RXWSDWLHQW�IDFLOLWLHV�DQG�
EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV����

$V�RI�)HEUXDU\�����������ZH�RZQHG�DQG�RU�RSHUDWHG�����LQSDWLHQW�IDFLOLWLHV�DQG����RXWSDWLHQW�DQG�RWKHU�IDFLOLWLHV�LQFOXGLQJ�WKH�
IROORZLQJ�ORFDWHG�LQ����VWDWHV��:DVKLQJWRQ��'�&���WKH�8QLWHG�.LQJGRP�DQG�3XHUWR�5LFR��

Acute care facilities located in the U.S.: 

x� ���LQSDWLHQW�DFXWH�FDUH�KRVSLWDOV��
x� ���IUHH�VWDQGLQJ�HPHUJHQF\�GHSDUWPHQWV��DQG��
x� ��RXWSDWLHQW�FHQWHUV�	���VXUJLFDO�KRVSLWDO��

Behavioral health care facilities (328 inpatient facilities and 21 outpatient facilities):  

Located in the U.S.: 

x� ����LQSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��DQG��
x� ���RXWSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV���

Located in the U.K.: 

x ����LQSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��DQG��
x� ��RXWSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��

Located in Puerto Rico: 

x� ��LQSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��

$V�D�SHUFHQWDJH�RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV��QHW�UHYHQXHV�IURP�RXU�DFXWH�FDUH�KRVSLWDOV��RXWSDWLHQW�IDFLOLWLHV�DQG�
FRPPHUFLDO�KHDOWK�LQVXUHU�DFFRXQWHG�IRU�����GXULQJ������DQG�����GXULQJ�HDFK�RI������DQG�������1HW�UHYHQXHV�IURP�RXU�EHKDYLRUDO�
KHDOWK�FDUH�IDFLOLWLHV�DQG�FRPPHUFLDO�KHDOWK�LQVXUHU�DFFRXQWHG�IRU�����RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�GXULQJ������DQG�����GXULQJ�
HDFK�RI������DQG�����������

�
2XU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.��JHQHUDWHG�QHW�UHYHQXHV�RI�DSSUR[LPDWHO\������PLOOLRQ�LQ������������

PLOOLRQ�LQ������DQG������PLOOLRQ�LQ�������7RWDO�DVVHWV�DW�RXU�8�.��EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ZHUH�DSSUR[LPDWHO\��������ELOOLRQ�
DV�RI�'HFHPEHU������������������ELOOLRQ�DV�RI�'HFHPEHU����������DQG��������ELOOLRQ�DV�RI�'HFHPEHU�������������

6HUYLFHV�SURYLGHG�E\�RXU�KRVSLWDOV�LQFOXGH�JHQHUDO�DQG�VSHFLDOW\�VXUJHU\��LQWHUQDO�PHGLFLQH��REVWHWULFV��HPHUJHQF\�URRP�FDUH��
UDGLRORJ\��RQFRORJ\��GLDJQRVWLF�FDUH��FRURQDU\�FDUH��SHGLDWULF�VHUYLFHV��SKDUPDF\�VHUYLFHV�DQG�RU�EHKDYLRUDO�KHDOWK�VHUYLFHV��:H�
SURYLGH�FDSLWDO�UHVRXUFHV�DV�ZHOO�DV�D�YDULHW\�RI�PDQDJHPHQW�VHUYLFHV�WR�RXU�IDFLOLWLHV��LQFOXGLQJ�FHQWUDO�SXUFKDVLQJ��LQIRUPDWLRQ�
VHUYLFHV��ILQDQFH�DQG�FRQWURO�V\VWHPV��IDFLOLWLHV�SODQQLQJ��SK\VLFLDQ�UHFUXLWPHQW�VHUYLFHV��DGPLQLVWUDWLYH�SHUVRQQHO�PDQDJHPHQW��
PDUNHWLQJ�DQG�SXEOLF�UHODWLRQV��

Available Information 

:H�DUH�D�'HODZDUH�FRUSRUDWLRQ�WKDW�ZDV�RUJDQL]HG�LQ�������2XU�SULQFLSDO�H[HFXWLYH�RIILFHV�DUH�ORFDWHG�DW�8QLYHUVDO�&RUSRUDWH�
&HQWHU������6RXWK�*XOSK�5RDG��3�2��%R[��������.LQJ�RI�3UXVVLD��3$��������2XU�WHOHSKRQH�QXPEHU�LV�����������������

2XU�ZHEVLWH�LV�ORFDWHG�DW�KWWS���ZZZ�XKVLQF�FRP��&RSLHV�RI�RXU�DQQXDO��TXDUWHUO\�DQG�FXUUHQW�UHSRUWV�WKDW�ZH�ILOH�ZLWK�WKH�6(&��
DQG�DQ\�DPHQGPHQWV�WR�WKRVH�UHSRUWV��DUH�DYDLODEOH�IUHH�RI�FKDUJH�RQ�RXU�ZHEVLWH��2XU�ILOLQJV�DUH�DOVR�DYDLODEOH�WR�WKH�SXEOLF�DW�WKH�
ZHEVLWH�PDLQWDLQHG�E\�WKH�6(&��ZZZ�VHF�JRY��7KH�LQIRUPDWLRQ�SRVWHG�RQ�RXU�ZHEVLWH�LV�QRW�LQFRUSRUDWHG�LQWR�WKLV�$QQXDO�5HSRUW��2XU�
%RDUG�RI�'LUHFWRUV¶�FRPPLWWHH�FKDUWHUV��$XGLW�&RPPLWWHH��&RPSHQVDWLRQ�&RPPLWWHH�DQG�1RPLQDWLQJ�	�*RYHUQDQFH�&RPPLWWHH���
&RGH�RI�%XVLQHVV�&RQGXFW�DQG�&RUSRUDWH�6WDQGDUGV�DSSOLFDEOH�WR�DOO�HPSOR\HHV��&RGH�RI�(WKLFV�IRU�6HQLRU�)LQDQFLDO�2IILFHUV��
&RUSRUDWH�*RYHUQDQFH�*XLGHOLQHV�DQG�RXU�&RGH�RI�&RQGXFW��&RUSRUDWH�&RPSOLDQFH�0DQXDO�DQG�&RPSOLDQFH�3ROLFLHV�DQG�3URFHGXUHV�
DUH�DYDLODEOH�IUHH�RI�FKDUJH�RQ�RXU�ZHEVLWH��&RSLHV�RI�VXFK�UHSRUWV�DQG�FKDUWHUV�DUH�DYDLODEOH�LQ�SULQW�WR�DQ\�VWRFNKROGHU�ZKR�PDNHV�D�
UHTXHVW��6XFK�UHTXHVWV�VKRXOG�EH�PDGH�WR�RXU�6HFUHWDU\�DW�RXU�.LQJ�RI�3UXVVLD��3$�FRUSRUDWH�KHDGTXDUWHUV��:H�LQWHQG�WR�VDWLVI\�WKH�
GLVFORVXUH�UHTXLUHPHQW�XQGHU�,WHP������RI�)RUP���.�UHODWLQJ�WR�DPHQGPHQWV�WR�RU�ZDLYHUV�RI�DQ\�SURYLVLRQ�RI�RXU�&RGH�RI�(WKLFV�IRU�
6HQLRU�)LQDQFLDO�2IILFHUV�E\�SURPSWO\�SRVWLQJ�WKLV�LQIRUPDWLRQ�RQ�RXU�ZHEVLWH��



��

,Q�DFFRUGDQFH�ZLWK�6HFWLRQ����$����D��RI�WKH�1HZ�<RUN�6WRFN�([FKDQJH�/LVWHG�&RPSDQ\�0DQXDO��ZH�VXEPLWWHG�RXU�&(2¶V�
FHUWLILFDWLRQ�WR�WKH�1HZ�<RUN�6WRFN�([FKDQJH�LQ�������$GGLWLRQDOO\��FRQWDLQHG�LQ�([KLELWV������DQG������RI�WKLV�$QQXDO�5HSRUW�RQ�
)RUP����.��DUH�RXU�&(2¶V�DQG�&)2¶V�FHUWLILFDWLRQV�UHJDUGLQJ�WKH�TXDOLW\�RI�RXU�SXEOLF�GLVFORVXUHV�XQGHU�6HFWLRQ�����RI�WKH�6DUEDQHV�
2[OH\�$FW�RI�������

Our Mission 

2XU�FRPSDQ\�PLVVLRQ�LV��

7R�SURYLGH�VXSHULRU�TXDOLW\�KHDOWKFDUH�VHUYLFHV�WKDW��

3$7,(176�UHFRPPHQG�WR�IDPLOLHV�DQG�IULHQGV���

3+<6,&,$16�SUHIHU�IRU�WKHLU�SDWLHQWV���

385&+$6(56�VHOHFW�IRU�WKHLU�FOLHQWV���

(03/2<((6�DUH�SURXG�RI��DQG��

,19(67256�VHHN�IRU�ORQJ�WHUP�UHWXUQV���

7R�DFKLHYH�WKLV��ZH�KDYH�D�FRPPLWPHQW�WR��

x� VHUYLFH�H[FHOOHQFH�

x� FRQWLQXRXV�LPSURYHPHQW�LQ�PHDVXUDEOH�ZD\V�

x� HPSOR\HH�GHYHORSPHQW�

x� HWKLFDO�DQG�IDLU�WUHDWPHQW�RI�DOO�

x� WHDPZRUN�

x� FRPSDVVLRQ�

x� LQQRYDWLRQ�LQ�VHUYLFH�GHOLYHU\�

Business Strategy 

:H�EHOLHYH�FRPPXQLW\�EDVHG�KRVSLWDOV�ZLOO�UHPDLQ�WKH�IRFDO�SRLQW�RI�WKH�KHDOWKFDUH�GHOLYHU\�QHWZRUN�DQG�ZH�DUH�FRPPLWWHG�WR�D�
SKLORVRSK\�RI�VHOI�GHWHUPLQDWLRQ�IRU�ERWK�WKH�FRPSDQ\�DQG�RXU�KRVSLWDOV��
�

$FTXLVLWLRQ�RI�$GGLWLRQDO�+RVSLWDOV���:H�VHOHFWLYHO\�VHHN�RSSRUWXQLWLHV�WR�H[SDQG�RXU�EDVH�RI�RSHUDWLRQV�E\�DFTXLULQJ��
FRQVWUXFWLQJ�RU�OHDVLQJ�DGGLWLRQDO�KRVSLWDO�IDFLOLWLHV��:H�DUH�FRPPLWWHG�WR�D�SURJUDP�RI�UDWLRQDO�JURZWK�DURXQG�RXU�FRUH�EXVLQHVVHV��
ZKLOH�UHWDLQLQJ�WKH�PLVVLRQV�RI�WKH�KRVSLWDOV�ZH�PDQDJH�DQG�WKH�FRPPXQLWLHV�ZH�VHUYH��6XFK�H[SDQVLRQ�PD\�SURYLGH�XV�ZLWK�DFFHVV�WR�
QHZ�PDUNHWV�DQG�QHZ�KHDOWKFDUH�GHOLYHU\�FDSDELOLWLHV��:H�DOVR�FRQWLQXH�WR�H[DPLQH�RXU�IDFLOLWLHV�DQG�FRQVLGHU�GLYHVWLWXUH�RI�WKRVH�
IDFLOLWLHV�WKDW�ZH�EHOLHYH�GR�QRW�KDYH�WKH�SRWHQWLDO�WR�FRQWULEXWH�WR�RXU�JURZWK�RU�RSHUDWLQJ�VWUDWHJ\��,Q�UHFHQW�\HDUV�RXU�EHKDYLRUDO�
KHDOWK�VHUYLFHV�VHJPHQW�KDV�EHHQ�IRFXVHG�RQ�HIIRUWV�WR�SDUWQHU�ZLWK�QRQ�8+6�DFXWH�FDUH�KRVSLWDOV�WR�KHOS�RSHUDWH�WKHLU�EHKDYLRUDO�
KHDOWK�VHUYLFHV���7KHVH�DUUDQJHPHQWV�LQFOXGH�KRVSLWDO�SXUFKDVHV��OHDVHG�EHGV�DQG�MRLQW�YHQWXUH�RSHUDWLQJ�DJUHHPHQWV��

,PSURYHPHQW�RI�2SHUDWLRQV�RI�([LVWLQJ�+RVSLWDOV�DQG�6HUYLFHV���:H�DOVR�VHHN�WR�LQFUHDVH�WKH�RSHUDWLQJ�UHYHQXHV�DQG�
SURILWDELOLW\�RI�RZQHG�KRVSLWDOV�E\�WKH�LQWURGXFWLRQ�RI�QHZ�VHUYLFHV��LPSURYHPHQW�RI�H[LVWLQJ�VHUYLFHV��SK\VLFLDQ�UHFUXLWPHQW�DQG�WKH�
DSSOLFDWLRQ�RI�ILQDQFLDO�DQG�RSHUDWLRQDO�FRQWUROV��

:H�DUH�LQYROYHG�LQ�FRQWLQXDO�GHYHORSPHQW�DFWLYLWLHV�IRU�WKH�EHQHILW�RI�RXU�H[LVWLQJ�IDFLOLWLHV��)URP�WLPH�WR�WLPH�DSSOLFDWLRQV�DUH�
ILOHG�ZLWK�VWDWH�KHDOWK�SODQQLQJ�DJHQFLHV�WR�DGG�QHZ�VHUYLFHV�LQ�H[LVWLQJ�KRVSLWDOV�LQ�VWDWHV�ZKLFK�UHTXLUH�FHUWLILFDWHV�RI�QHHG��RU�&21V��
$OWKRXJK�ZH�H[SHFW�WKDW�VRPH�RI�WKHVH�DSSOLFDWLRQV�ZLOO�UHVXOW�LQ�WKH�DGGLWLRQ�RI�QHZ�IDFLOLWLHV�RU�VHUYLFHV�WR�RXU�RSHUDWLRQV��QR�
DVVXUDQFHV�FDQ�EH�PDGH�IRU�XOWLPDWH�VXFFHVV�E\�XV�LQ�WKHVH�HIIRUWV��

4XDOLW\�DQG�(IILFLHQF\�RI�6HUYLFHV���3UHVVXUHV�WR�FRQWDLQ�KHDOWKFDUH�FRVWV�DQG�WHFKQRORJLFDO�GHYHORSPHQWV�DOORZLQJ�PRUH�
SURFHGXUHV�WR�EH�SHUIRUPHG�RQ�DQ�RXWSDWLHQW�EDVLV�KDYH�OHG�SD\HUV�WR�GHPDQG�D�VKLIW�WR�DPEXODWRU\�RU�RXWSDWLHQW�FDUH�ZKHUHYHU�
SRVVLEOH��:H�DUH�UHVSRQGLQJ�WR�WKLV�WUHQG�E\�HPSKDVL]LQJ�WKH�H[SDQVLRQ�RI�RXWSDWLHQW�VHUYLFHV��,Q�DGGLWLRQ��LQ�UHVSRQVH�WR�FRVW�
FRQWDLQPHQW�SUHVVXUHV��ZH�FRQWLQXH�WR�LPSOHPHQW�SURJUDPV�DW�RXU�IDFLOLWLHV�GHVLJQHG�WR�LPSURYH�ILQDQFLDO�SHUIRUPDQFH�DQG�HIILFLHQF\�
ZKLOH�FRQWLQXLQJ�WR�SURYLGH�TXDOLW\�FDUH��LQFOXGLQJ�PRUH�HIILFLHQW�XVH�RI�SURIHVVLRQDO�DQG�SDUDSURIHVVLRQDO�VWDII��PRQLWRULQJ�DQG�
DGMXVWLQJ�VWDIILQJ�OHYHOV�DQG�HTXLSPHQW�XVDJH��LPSURYLQJ�SDWLHQW�PDQDJHPHQW�DQG�UHSRUWLQJ�SURFHGXUHV�DQG�LPSOHPHQWLQJ�PRUH�



��

HIILFLHQW�ELOOLQJ�DQG�FROOHFWLRQ�SURFHGXUHV��,Q�DGGLWLRQ��ZH�ZLOO�FRQWLQXH�WR�HPSKDVL]H�LQQRYDWLRQ�LQ�RXU�UHVSRQVH�WR�WKH�UDSLG�FKDQJHV�
LQ�UHJXODWRU\�WUHQGV�DQG�PDUNHW�FRQGLWLRQV�ZKLOH�IXOILOOLQJ�RXU�FRPPLWPHQW�WR�SDWLHQWV��SK\VLFLDQV��HPSOR\HHV��FRPPXQLWLHV�DQG�RXU�
VWRFNKROGHUV��

,Q�DGGLWLRQ��RXU�DJJUHVVLYH�UHFUXLWLQJ�RI�KLJKO\�TXDOLILHG�SK\VLFLDQV�DQG�GHYHORSLQJ�SURYLGHU�QHWZRUNV�KHOS�WR�HVWDEOLVK�RXU�
IDFLOLWLHV�DV�DQ�LPSRUWDQW�VRXUFH�RI�TXDOLW\�KHDOWKFDUH�LQ�WKHLU�UHVSHFWLYH�FRPPXQLWLHV��

Hospital Utilization 

:H�EHOLHYH�WKDW�WKH�PRVW�LPSRUWDQW�IDFWRUV�UHODWLQJ�WR�WKH�RYHUDOO�XWLOL]DWLRQ�RI�D�KRVSLWDO�LQFOXGH�WKH�TXDOLW\�DQG�PDUNHW�SRVLWLRQ�
RI�WKH�KRVSLWDO�DQG�WKH�QXPEHU��TXDOLW\�DQG�VSHFLDOWLHV�RI�SK\VLFLDQV�SURYLGLQJ�SDWLHQW�FDUH�ZLWKLQ�WKH�IDFLOLW\��*HQHUDOO\��ZH�EHOLHYH�
WKDW�WKH�DELOLW\�RI�D�KRVSLWDO�WR�PHHW�WKH�KHDOWK�FDUH�QHHGV�RI�LWV�FRPPXQLW\�LV�GHWHUPLQHG�E\�LWV�EUHDGWK�RI�VHUYLFHV��OHYHO�RI�
WHFKQRORJ\��HPSKDVLV�RQ�TXDOLW\�RI�FDUH�DQG�FRQYHQLHQFH�IRU�SDWLHQWV�DQG�SK\VLFLDQV��2WKHU�IDFWRUV�WKDW�DIIHFW�XWLOL]DWLRQ�LQFOXGH�
JHQHUDO�DQG�ORFDO�HFRQRPLF�FRQGLWLRQV��PDUNHW�SHQHWUDWLRQ�RI�PDQDJHG�FDUH�SURJUDPV��WKH�GHJUHH�RI�RXWSDWLHQW�XVH��WKH�DYDLODELOLW\�RI�
UHLPEXUVHPHQW�SURJUDPV�VXFK�DV�0HGLFDUH�DQG�0HGLFDLG��DQG�GHPRJUDSKLF�FKDQJHV�VXFK�DV�WKH�JURZWK�LQ�ORFDO�SRSXODWLRQV��
8WLOL]DWLRQ�DFURVV�WKH�LQGXVWU\�DOVR�LV�EHLQJ�DIIHFWHG�E\�LPSURYHPHQWV�LQ�FOLQLFDO�SUDFWLFH��PHGLFDO�WHFKQRORJ\�DQG�SKDUPDFRORJ\��
&XUUHQW�LQGXVWU\�WUHQGV�LQ�XWLOL]DWLRQ�DQG�RFFXSDQF\�KDYH�EHHQ�VLJQLILFDQWO\�DIIHFWHG�E\�FKDQJHV�LQ�UHLPEXUVHPHQW�SROLFLHV�RI�WKLUG�
SDUW\�SD\HUV��:H�DUH�DOVR�XQDEOH�WR�SUHGLFW�WKH�H[WHQW�WR�ZKLFK�WKHVH�LQGXVWU\�WUHQGV�ZLOO�FRQWLQXH�RU�DFFHOHUDWH��,Q�DGGLWLRQ��RXU�DFXWH�
FDUH�VHUYLFHV�EXVLQHVV�LV�W\SLFDOO\�VXEMHFW�WR�FHUWDLQ�VHDVRQDO�IOXFWXDWLRQV��VXFK�DV�KLJKHU�SDWLHQW�YROXPHV�DQG�QHW�SDWLHQW�VHUYLFH�
UHYHQXHV�LQ�WKH�ILUVW�DQG�IRXUWK�TXDUWHUV�RI�WKH�\HDU��

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�FHUWDLQ�RSHUDWLQJ�VWDWLVWLFV�IRU�KRVSLWDOV�RSHUDWHG�E\�XV�IRU�WKH�\HDUV�LQGLFDWHG��$FFRUGLQJO\��
LQIRUPDWLRQ�UHODWHG�WR�KRVSLWDOV�DFTXLUHG�GXULQJ�WKH�ILYH�\HDU�SHULRG�KDV�EHHQ�LQFOXGHG�IURP�WKH�UHVSHFWLYH�GDWHV�RI�DFTXLVLWLRQ��DQG�
LQIRUPDWLRQ�UHODWHG�WR�KRVSLWDOV�GLYHVWHG�GXULQJ�WKH�ILYH�\HDU�SHULRG�KDV�EHHQ�LQFOXGHG�XS�WR�WKH�UHVSHFWLYH�GDWHV�RI�GLYHVWLWXUH��
�
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���� ³$YHUDJH�$YDLODEOH�%HGV´�LV�WKH�QXPEHU�RI�EHGV�ZKLFK�DUH�DFWXDOO\�LQ�VHUYLFH�DW�DQ\�JLYHQ�WLPH�IRU�LPPHGLDWH�SDWLHQW�XVH�ZLWK�
WKH�QHFHVVDU\�HTXLSPHQW�DQG�VWDII�DYDLODEOH�IRU�SDWLHQW�FDUH��$�KRVSLWDO�PD\�KDYH�DSSURSULDWH�OLFHQVHV�IRU�PRUH�EHGV�WKDQ�DUH�LQ�
VHUYLFH�IRU�D�QXPEHU�RI�UHDVRQV��LQFOXGLQJ�ODFN�RI�GHPDQG��LQFRPSOHWH�FRQVWUXFWLRQ��DQG�DQWLFLSDWLRQ�RI�IXWXUH�QHHGV��

���� ³3DWLHQW�'D\V´�LV�WKH�VXP�RI�DOO�SDWLHQWV�IRU�WKH�QXPEHU�RI�GD\V�WKDW�KRVSLWDO�FDUH�LV�SURYLGHG�WR�HDFK�SDWLHQW��
���� ³2FFXSDQF\�5DWH´�LV�FDOFXODWHG�E\�GLYLGLQJ�DYHUDJH�SDWLHQW�GD\V��WRWDO�SDWLHQW�GD\V�GLYLGHG�E\�WKH�WRWDO�QXPEHU�RI�GD\V�LQ�WKH�

SHULRG��E\�WKH�QXPEHU�RI�DYHUDJH�EHGV��HLWKHU�DYDLODEOH�RU�OLFHQVHG��

Sources of Revenue 

:H�UHFHLYH�SD\PHQWV�IRU�VHUYLFHV�UHQGHUHG�IURP�SULYDWH�LQVXUHUV��LQFOXGLQJ�PDQDJHG�FDUH�SODQV��WKH�IHGHUDO�JRYHUQPHQW�XQGHU�
WKH�0HGLFDUH�SURJUDP��VWDWH�JRYHUQPHQWV�XQGHU�WKHLU�UHVSHFWLYH�0HGLFDLG�SURJUDPV�DQG�GLUHFWO\�IURP�SDWLHQWV��6HH�Item 7. 



��

Management’s Discussion and Analysis of Financial Condition and Results of Operations—Sources of Revenue�IRU�DGGLWLRQDO�
GLVFORVXUH��2WKHU�LQIRUPDWLRQ�UHODWHG�WR�RXU�UHYHQXHV��LQFRPH�DQG�RWKHU�RSHUDWLQJ�LQIRUPDWLRQ�IRU�HDFK�UHSRUWLQJ�VHJPHQW�RI�RXU�
EXVLQHVV�LV�SURYLGHG�LQ�1RWH����WR�RXU�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��Segment Reporting.�

Regulation and Other Factors 

2YHUYLHZ��7KH�KHDOWKFDUH�LQGXVWU\�LV�VXEMHFW�WR�QXPHURXV�ODZV��UHJXODWLRQV�DQG�UXOHV�LQFOXGLQJ��DPRQJ�RWKHUV��WKRVH�UHODWHG�WR�
JRYHUQPHQW�KHDOWKFDUH�SDUWLFLSDWLRQ�UHTXLUHPHQWV��YDULRXV�OLFHQVXUH�DQG�DFFUHGLWDWLRQV��UHLPEXUVHPHQW�IRU�SDWLHQW�VHUYLFHV��KHDOWK�
LQIRUPDWLRQ�SULYDF\�DQG�VHFXULW\�UXOHV��DQG�0HGLFDUH�DQG�0HGLFDLG�IUDXG�DQG�DEXVH�SURYLVLRQV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��IHGHUDO�
VWDWXWHV�DQG�UHJXODWLRQV�SURKLELWLQJ�NLFNEDFNV�DQG�RWKHU�LOOHJDO�LQGXFHPHQWV�WR�SRWHQWLDO�UHIHUUDO�VRXUFHV��IDOVH�FODLPV�VXEPLWWHG�WR�
IHGHUDO�RU�VWDWH�KHDOWK�FDUH�SURJUDPV�DQG�VHOI�UHIHUUDOV�E\�SK\VLFLDQV���3URYLGHUV�WKDW�DUH�IRXQG�WR�KDYH�YLRODWHG�DQ\�RI�WKHVH�ODZV�DQG�
UHJXODWLRQV�PD\�EH�H[FOXGHG�IURP�SDUWLFLSDWLQJ�LQ�JRYHUQPHQW�KHDOWKFDUH�SURJUDPV��VXEMHFWHG�WR�VLJQLILFDQW�ILQHV�RU�SHQDOWLHV�DQG�RU�
UHTXLUHG�WR�UHSD\�DPRXQWV�UHFHLYHG�IURP�WKH�JRYHUQPHQW�IRU�SUHYLRXVO\�ELOOHG�SDWLHQW�VHUYLFHV��$OWKRXJK�ZH�EHOLHYH�RXU�SROLFLHV��
SURFHGXUHV�DQG�SUDFWLFHV�FRPSO\�ZLWK�JRYHUQPHQWDO�UHJXODWLRQV��QR�DVVXUDQFH�FDQ�EH�JLYHQ�WKDW�ZH�ZLOO�QRW�EH�VXEMHFWHG�WR�DGGLWLRQDO�
JRYHUQPHQWDO�LQTXLULHV�RU�DFWLRQV��RU�WKDW�ZH�ZRXOG�QRW�EH�IDFHG�ZLWK�VDQFWLRQV��ILQHV�RU�SHQDOWLHV�LI�VR�VXEMHFWHG��(YHQ�LI�ZH�ZHUH�WR�
XOWLPDWHO\�SUHYDLO��D�VLJQLILFDQW�JRYHUQPHQWDO�LQTXLU\�RU�DFWLRQ�XQGHU�RQH�RI�WKH�DERYH�ODZV��UHJXODWLRQV�RU�UXOHV�FRXOG�KDYH�D�PDWHULDO�
DGYHUVH�LPSDFW�RQ�XV��

/LFHQVLQJ��&HUWLILFDWLRQ�DQG�$FFUHGLWDWLRQ��$OO�RI�RXU�8�6��KRVSLWDOV�DUH�VXEMHFW�WR�FRPSOLDQFH�ZLWK�YDULRXV�IHGHUDO��VWDWH�DQG�
ORFDO�VWDWXWHV�DQG�UHJXODWLRQV�LQ�WKH�8�6��DQG�UHFHLYH�SHULRGLF�LQVSHFWLRQ�E\�VWDWH�OLFHQVLQJ�DJHQFLHV�WR�UHYLHZ�VWDQGDUGV�RI�PHGLFDO�
FDUH��HTXLSPHQW�DQG�FOHDQOLQHVV��2XU�KRVSLWDOV�PXVW�DOVR�FRPSO\�ZLWK�WKH�FRQGLWLRQV�RI�SDUWLFLSDWLRQ�DQG�OLFHQVLQJ�UHTXLUHPHQWV�RI�
IHGHUDO��VWDWH�DQG�ORFDO�KHDOWK�DJHQFLHV��DV�ZHOO�DV�WKH�UHTXLUHPHQWV�RI�PXQLFLSDO�EXLOGLQJ�FRGHV��KHDOWK�FRGHV�DQG�ORFDO�ILUH�
GHSDUWPHQWV��9DULRXV�RWKHU�OLFHQVHV�DQG�SHUPLWV�DUH�DOVR�UHTXLUHG�LQ�RUGHU�WR�GLVSHQVH�QDUFRWLFV��RSHUDWH�SKDUPDFLHV��KDQGOH�
UDGLRDFWLYH�PDWHULDOV�DQG�RSHUDWH�FHUWDLQ�HTXLSPHQW���2XU�IDFLOLWLHV�LQ�WKH�8QLWHG�.LQJGRP�DUH�DOVR�VXEMHFW�WR�YDULRXV�ODZV�DQG�
UHJXODWLRQV���

$OO�RI�RXU�HOLJLEOH�KRVSLWDOV�KDYH�EHHQ�DFFUHGLWHG�E\�7KH�-RLQW�&RPPLVVLRQ��$OO�RI�RXU�DFXWH�FDUH�KRVSLWDOV�DQG�PRVW�RI�RXU�
EHKDYLRUDO�KHDOWK�FHQWHUV�LQ�WKH�8�6��DUH�FHUWLILHG�DV�SURYLGHUV�RI�0HGLFDUH�DQG�0HGLFDLG�VHUYLFHV�E\�WKH�DSSURSULDWH�JRYHUQPHQWDO�
DXWKRULWLHV��

,I�DQ\�RI�RXU�IDFLOLWLHV�ZHUH�WR�ORVH�LWV�-RLQW�&RPPLVVLRQ�DFFUHGLWDWLRQ�RU�RWKHUZLVH�ORVH�LWV�FHUWLILFDWLRQ�XQGHU�WKH�0HGLFDUH�DQG�
0HGLFDLG�SURJUDPV��WKH�IDFLOLW\�PD\�EH�XQDEOH�WR�UHFHLYH�UHLPEXUVHPHQW�IURP�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�DQG�RWKHU�SD\HUV��
:H�EHOLHYH�RXU�IDFLOLWLHV�DUH�LQ�VXEVWDQWLDO�FRPSOLDQFH�ZLWK�FXUUHQW�DSSOLFDEOH�IHGHUDO��VWDWH��ORFDO�DQG�LQGHSHQGHQW�UHYLHZ�ERG\�
UHJXODWLRQV�DQG�VWDQGDUGV��7KH�UHTXLUHPHQWV�IRU�OLFHQVXUH��FHUWLILFDWLRQ�DQG�DFFUHGLWDWLRQ�DUH�VXEMHFW�WR�FKDQJH�DQG��LQ�RUGHU�WR�UHPDLQ�
TXDOLILHG��LW�PD\�EHFRPH�QHFHVVDU\�IRU�XV�WR�PDNH�FKDQJHV�LQ�RXU�IDFLOLWLHV��HTXLSPHQW��SHUVRQQHO�DQG�VHUYLFHV�LQ�WKH�IXWXUH��ZKLFK�
FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RSHUDWLRQV��

&HUWLILFDWHV�RI�1HHG��0DQ\�RI�WKH�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH�KRVSLWDOV�KDYH�HQDFWHG�FHUWLILFDWHV�RI�QHHG��³&21´��ODZV�DV�D�
FRQGLWLRQ�SULRU�WR�KRVSLWDO�FDSLWDO�H[SHQGLWXUHV��FRQVWUXFWLRQ��H[SDQVLRQ��PRGHUQL]DWLRQ�RU�LQLWLDWLRQ�RI�PDMRU�QHZ�VHUYLFHV��)DLOXUH�WR�
REWDLQ�QHFHVVDU\�VWDWH�DSSURYDO�FDQ�UHVXOW�LQ�RXU�LQDELOLW\�WR�FRPSOHWH�DQ�DFTXLVLWLRQ��H[SDQVLRQ�RU�UHSODFHPHQW��WKH�LPSRVLWLRQ�RI�FLYLO�
RU��LQ�VRPH�FDVHV��FULPLQDO�VDQFWLRQV��WKH�LQDELOLW\�WR�UHFHLYH�0HGLFDUH�RU�0HGLFDLG�UHLPEXUVHPHQW�RU�WKH�UHYRFDWLRQ�RI�D�IDFLOLW\¶V�
OLFHQVH��ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV��,Q�DGGLWLRQ��VLJQLILFDQW�&21�UHIRUPV�KDYH�EHHQ�SURSRVHG�LQ�D�QXPEHU�RI�VWDWHV�WKDW�ZRXOG�
LQFUHDVH�WKH�FDSLWDO�VSHQGLQJ�WKUHVKROGV�DQG�SURYLGH�H[HPSWLRQV�RI�YDULRXV�VHUYLFHV�IURP�UHYLHZ�UHTXLUHPHQWV��,Q�WKH�SDVW��ZH�KDYH�
QRW�H[SHULHQFHG�DQ\�PDWHULDO�DGYHUVH�HIIHFWV�IURP�WKRVH�UHTXLUHPHQWV��EXW�ZH�FDQQRW�SUHGLFW�WKH�LPSDFW�RI�WKHVH�FKDQJHV�XSRQ�RXU�
RSHUDWLRQV��

&RQYHUVLRQ�/HJLVODWLRQ��0DQ\�VWDWHV�KDYH�HQDFWHG�RU�DUH�FRQVLGHULQJ�HQDFWLQJ�ODZV�DIIHFWLQJ�WKH�FRQYHUVLRQ�RU�VDOH�RI�QRW�IRU�
SURILW�KRVSLWDOV�WR�IRU�SURILW�HQWLWLHV��7KHVH�ODZV�JHQHUDOO\�UHTXLUH�SULRU�DSSURYDO�IURP�WKH�DWWRUQH\�JHQHUDO��DGYDQFH�QRWLILFDWLRQ�DQG�
FRPPXQLW\�LQYROYHPHQW��,Q�DGGLWLRQ��DWWRUQH\V�JHQHUDO�LQ�VWDWHV�ZLWKRXW�VSHFLILF�FRQYHUVLRQ�OHJLVODWLRQ�PD\�H[HUFLVH�GLVFUHWLRQDU\�
DXWKRULW\�RYHU�WKHVH�WUDQVDFWLRQV��$OWKRXJK�WKH�OHYHO�RI�JRYHUQPHQW�LQYROYHPHQW�YDULHV�IURP�VWDWH�WR�VWDWH��WKH�WUHQG�LV�WR�SURYLGH�IRU�
LQFUHDVHG�JRYHUQPHQWDO�UHYLHZ�DQG��LQ�VRPH�FDVHV��DSSURYDO�RI�D�WUDQVDFWLRQ�LQ�ZKLFK�D�QRW�IRU�SURILW�HQWLW\�VHOOV�D�KHDOWK�FDUH�IDFLOLW\�
WR�D�IRU�SURILW�HQWLW\��7KH�DGRSWLRQ�RI�QHZ�RU�H[SDQGHG�FRQYHUVLRQ�OHJLVODWLRQ�DQG�WKH�LQFUHDVHG�UHYLHZ�RI�QRW�IRU�SURILW�KRVSLWDO�
FRQYHUVLRQV�PD\�OLPLW�RXU�DELOLW\�WR�JURZ�WKURXJK�DFTXLVLWLRQV�RI�QRW�IRU�SURILW�KRVSLWDOV��

8WLOL]DWLRQ�5HYLHZ��)HGHUDO�UHJXODWLRQV�UHTXLUH�WKDW�DGPLVVLRQV�DQG�XWLOL]DWLRQ�RI�IDFLOLWLHV�E\�0HGLFDUH�DQG�0HGLFDLG�SDWLHQWV�
PXVW�EH�UHYLHZHG�LQ�RUGHU�WR�HQVXUH�HIILFLHQW�XWLOL]DWLRQ�RI�IDFLOLWLHV�DQG�VHUYLFHV��7KH�ODZ�DQG�UHJXODWLRQV�UHTXLUH�3HHU�5HYLHZ�
2UJDQL]DWLRQV��³352V´��WR�UHYLHZ�WKH�DSSURSULDWHQHVV�RI�0HGLFDUH�DQG�0HGLFDLG�SDWLHQW�DGPLVVLRQV�DQG�GLVFKDUJHV��WKH�TXDOLW\�RI�
FDUH�SURYLGHG��WKH�YDOLGLW\�RI�GLDJQRVLV�UHODWHG�JURXS��³'5*´��FODVVLILFDWLRQV�DQG�WKH�DSSURSULDWHQHVV�RI�FDVHV�RI�H[WUDRUGLQDU\�OHQJWK�
RI�VWD\��352V�PD\�GHQ\�SD\PHQW�IRU�VHUYLFHV�SURYLGHG��DVVHVV�ILQHV�DQG�DOVR�KDYH�WKH�DXWKRULW\�WR�UHFRPPHQG�WR�WKH�'HSDUWPHQW�RI�
+HDOWK�DQG�+XPDQ�6HUYLFHV��³++6´��WKDW�D�SURYLGHU�WKDW�LV�LQ�VXEVWDQWLDO�QRQ�FRPSOLDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�352�EH�H[FOXGHG�



��

IURP�SDUWLFLSDWLQJ�LQ�WKH�0HGLFDUH�SURJUDP��:H�KDYH�FRQWUDFWHG�ZLWK�352V�LQ�HDFK�VWDWH�ZKHUH�ZH�GR�EXVLQHVV�WR�SHUIRUP�WKH�
UHTXLUHG�UHYLHZV��

$XGLWV��0RVW�KRVSLWDOV�DUH�VXEMHFW�WR�IHGHUDO�DXGLWV�WR�YDOLGDWH�WKH�DFFXUDF\�RI�0HGLFDUH�DQG�0HGLFDLG�SURJUDP�VXEPLWWHG�
FODLPV��,I�WKHVH�DXGLWV�LGHQWLI\�RYHUSD\PHQWV��ZH�FRXOG�EH�UHTXLUHG�WR�SD\�D�VXEVWDQWLDO�UHEDWH�RI�SULRU�\HDUV¶�SD\PHQWV�VXEMHFW�WR�
YDULRXV�DGPLQLVWUDWLYH�DSSHDO�ULJKWV��7KH�IHGHUDO�JRYHUQPHQW�FRQWUDFWV�ZLWK�WKLUG�SDUW\�³UHFRYHU\�DXGLW�FRQWUDFWRUV´��³5$&V´��DQG�
³0HGLFDLG�LQWHJULW\�FRQWUDFWRUV´��³0,&V´���RQ�D�FRQWLQJHQW�IHH�EDVLV��WR�DXGLW�WKH�SURSULHW\�RI�SD\PHQWV�WR�0HGLFDUH�DQG�0HGLFDLG�
SURYLGHUV��6LPLODUO\��0HGLFDUH�]RQH�SURJUDP�LQWHJULW\�FRQWUDFWRUV��³=3,&V´��WDUJHW�FODLPV�IRU�SRWHQWLDO�IUDXG�DQG�DEXVH��$GGLWLRQDOO\��
0HGLFDUH�DGPLQLVWUDWLYH�FRQWUDFWRUV��³0$&V´��PXVW�HQVXUH�WKH\�SD\�WKH�ULJKW�DPRXQW�IRU�FRYHUHG�DQG�FRUUHFWO\�FRGHG�VHUYLFHV�
UHQGHUHG�WR�HOLJLEOH�EHQHILFLDULHV�E\�OHJLWLPDWH�SURYLGHUV��7KH�&HQWHUV�IRU�0HGLFDUH�DQG�0HGLFDLG�6HUYLFHV��³&06´��DQQRXQFHG�LWV�
LQWHQW�WR�FRQVROLGDWH�PDQ\�RI�WKHVH�0HGLFDUH�DQG�0HGLFDLG�SURJUDP�LQWHJULW\�IXQFWLRQV�LQWR�QHZ�XQLILHG�SURJUDP�LQWHJULW\�FRQWUDFWRUV�
�³83,&V´���WKRXJK�LW�UHPDLQV�XQFOHDU�ZKDW�HIIHFW��LI�DQ\��WKLV�FRQVROLGDWLRQ�PD\�KDYH��:H�KDYH�XQGHUJRQH�FODLPV�DXGLWV�UHODWHG�WR�RXU�
UHFHLSW�RI�IHGHUDO�KHDOWKFDUH�SD\PHQWV�GXULQJ�WKH�ODVW�WKUHH�\HDUV��WKH�UHVXOWV�RI�ZKLFK�KDYH�QRW�UHTXLUHG�PDWHULDO�DGMXVWPHQWV�WR�RXU�
FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV��+RZHYHU��SRWHQWLDO�OLDELOLW\�IURP�IXWXUH�IHGHUDO�RU�VWDWH�DXGLWV�FRXOG�XOWLPDWHO\�H[FHHG�HVWDEOLVKHG�
UHVHUYHV��DQG�DQ\�H[FHVV�FRXOG�SRWHQWLDOO\�EH�VXEVWDQWLDO��)XUWKHU��0HGLFDUH�DQG�0HGLFDLG�UHJXODWLRQV�DOVR�SURYLGH�IRU�ZLWKKROGLQJ�
0HGLFDUH�DQG�0HGLFDLG�RYHUSD\PHQWV�LQ�FHUWDLQ�FLUFXPVWDQFHV��ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�FDVK�IORZ��

Self-Referral and Anti-Kickback Legislation 

7KH�6WDUN�/DZ��7KH�6RFLDO�6HFXULW\�$FW�LQFOXGHV�D�SURYLVLRQ�FRPPRQO\�NQRZQ�DV�WKH�³6WDUN�/DZ�´�7KLV�ODZ�SURKLELWV�
SK\VLFLDQV�IURP�UHIHUULQJ�0HGLFDUH�DQG�0HGLFDLG�SDWLHQWV�WR�HQWLWLHV�ZLWK�ZKLFK�WKH\�RU�DQ\�RI�WKHLU�LPPHGLDWH�IDPLO\�PHPEHUV�KDYH�
D�ILQDQFLDO�UHODWLRQVKLS��XQOHVV�DQ�H[FHSWLRQ�LV�PHW��7KHVH�W\SHV�RI�UHIHUUDOV�DUH�NQRZQ�DV�³VHOI�UHIHUUDOV�´�6DQFWLRQV�IRU�YLRODWLQJ�WKH�
6WDUN�/DZ�LQFOXGH�FLYLO�SHQDOWLHV�XS�WR���������IRU�HDFK�YLRODWLRQ��DQG�XS�WR����������IRU�VKDP�DUUDQJHPHQWV��7KHUH�DUH�D�QXPEHU�RI�
H[FHSWLRQV�WR�WKH�VHOI�UHIHUUDO�SURKLELWLRQ��LQFOXGLQJ�DQ�H[FHSWLRQ�IRU�D�SK\VLFLDQ¶V�RZQHUVKLS�LQWHUHVW�LQ�DQ�HQWLUH�KRVSLWDO�DV�RSSRVHG�
WR�DQ�RZQHUVKLS�LQWHUHVW�LQ�D�KRVSLWDO�GHSDUWPHQW�XQLW��VHUYLFH�RU�VXESDUW��+RZHYHU��IHGHUDO�ODZV�DQG�UHJXODWLRQV�QRZ�OLPLW�WKH�DELOLW\�
RI�KRVSLWDOV�UHO\LQJ�RQ�WKLV�H[FHSWLRQ�WR�H[SDQG�DJJUHJDWH�SK\VLFLDQ�RZQHUVKLS�LQWHUHVW�RU�WR�H[SDQG�FHUWDLQ�KRVSLWDO�IDFLOLWLHV��7KLV�
UHJXODWLRQ�DOVR�SODFHV�D�QXPEHU�RI�FRPSOLDQFH�UHTXLUHPHQWV�RQ�SK\VLFLDQ�RZQHG�KRVSLWDOV�UHODWHG�WR�UHSRUWLQJ�RI�RZQHUVKLS�LQWHUHVW��
7KHUH�DUH�DOVR�H[FHSWLRQV�IRU�PDQ\�RI�WKH�FXVWRPDU\�ILQDQFLDO�DUUDQJHPHQWV�EHWZHHQ�SK\VLFLDQV�DQG�SURYLGHUV��LQFOXGLQJ�HPSOR\PHQW�
FRQWUDFWV��OHDVHV�DQG�UHFUXLWPHQW�DJUHHPHQWV�WKDW�DGKHUH�WR�FHUWDLQ�HQXPHUDWHG�UHTXLUHPHQWV��

:H�PRQLWRU�DOO�DVSHFWV�RI�RXU�EXVLQHVV�DQG�KDYH�GHYHORSHG�D�FRPSUHKHQVLYH�HWKLFV�DQG�FRPSOLDQFH�SURJUDP�WKDW�LV�GHVLJQHG�WR�
PHHW�RU�H[FHHG�DSSOLFDEOH�IHGHUDO�JXLGHOLQHV�DQG�LQGXVWU\�VWDQGDUGV��1RQHWKHOHVV��EHFDXVH�WKH�ODZ�LQ�WKLV�DUHD�LV�FRPSOH[�DQG�
FRQVWDQWO\�HYROYLQJ��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�IHGHUDO�UHJXODWRU\�DXWKRULWLHV�ZLOO�QRW�GHWHUPLQH�WKDW�DQ\�RI�RXU�DUUDQJHPHQWV�ZLWK�
SK\VLFLDQV�YLRODWH�WKH�6WDUN�/DZ��

$QWL�NLFNEDFN�6WDWXWH��$�SURYLVLRQ�RI�WKH�6RFLDO�6HFXULW\�$FW�NQRZQ�DV�WKH�³DQWL�NLFNEDFN�VWDWXWH´�SURKLELWV�KHDOWKFDUH�
SURYLGHUV�DQG�RWKHUV�IURP�GLUHFWO\�RU�LQGLUHFWO\�VROLFLWLQJ��UHFHLYLQJ��RIIHULQJ�RU�SD\LQJ�PRQH\�RU�RWKHU�UHPXQHUDWLRQ�WR�RWKHU�
LQGLYLGXDOV�DQG�HQWLWLHV�LQ�UHWXUQ�IRU�XVLQJ��UHIHUULQJ��RUGHULQJ��UHFRPPHQGLQJ�RU�DUUDQJLQJ�IRU�VXFK�UHIHUUDOV�RU�RUGHUV�RI�VHUYLFHV�RU�
RWKHU�LWHPV�FRYHUHG�E\�D�IHGHUDO�RU�VWDWH�KHDOWK�FDUH�SURJUDP��+RZHYHU��FKDQJHV�WR�WKH�DQWL�NLFNEDFN�VWDWXWH�KDYH�UHGXFHG�WKH�LQWHQW�
UHTXLUHG�IRU�YLRODWLRQ��RQH�LV�QR�ORQJHU�UHTXLUHG�WR�KDYH�DFWXDO�NQRZOHGJH�RU�VSHFLILF�LQWHQW�WR�FRPPLW�D�YLRODWLRQ�RI�WKH�DQWL�NLFNEDFN�
VWDWXWH�LQ�RUGHU�WR�EH�IRXQG�LQ�YLRODWLRQ�RI�VXFK�ODZ��

7KH�DQWL�NLFNEDFN�VWDWXWH�FRQWDLQV�FHUWDLQ�H[FHSWLRQV��DQG�WKH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO�RI�WKH�'HSDUWPHQW�RI�+HDOWK�DQG�
+XPDQ�6HUYLFHV��³2,*´��KDV�LVVXHG�UHJXODWLRQV�WKDW�SURYLGH�IRU�³VDIH�KDUERUV�´�IURP�WKH�IHGHUDO�DQWL�NLFNEDFN�VWDWXWH�IRU�YDULRXV�
DFWLYLWLHV��7KHVH�DFWLYLWLHV��ZKLFK�PXVW�PHHW�FHUWDLQ�UHTXLUHPHQWV��LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��WKH�IROORZLQJ��LQYHVWPHQW�LQWHUHVWV��
VSDFH�UHQWDO��HTXLSPHQW�UHQWDO��SUDFWLWLRQHU�UHFUXLWPHQW��SHUVRQQHO�VHUYLFHV�DQG�PDQDJHPHQW�FRQWUDFWV��VDOH�RI�SUDFWLFH��UHIHUUDO�
VHUYLFHV��ZDUUDQWLHV��GLVFRXQWV��HPSOR\HHV��JURXS�SXUFKDVLQJ�RUJDQL]DWLRQV��ZDLYHU�RI�EHQHILFLDU\�FRLQVXUDQFH�DQG�GHGXFWLEOH�
DPRXQWV��PDQDJHG�FDUH�DUUDQJHPHQWV��REVWHWULFDO�PDOSUDFWLFH�LQVXUDQFH�VXEVLGLHV��LQYHVWPHQWV�LQ�JURXS�SUDFWLFHV��IUHHVWDQGLQJ�
VXUJHU\�FHQWHUV��GRQDWLRQ�RI�WHFKQRORJ\�IRU�HOHFWURQLF�KHDOWK�UHFRUGV�DQG�UHIHUUDO�DJUHHPHQWV�IRU�VSHFLDOW\�VHUYLFHV��7KH�IDFW�WKDW�
FRQGXFW�RU�D�EXVLQHVV�DUUDQJHPHQW�GRHV�QRW�IDOO�ZLWKLQ�D�VDIH�KDUERU�RU�H[FHSWLRQ�GRHV�QRW�DXWRPDWLFDOO\�UHQGHU�WKH�FRQGXFW�RU�
EXVLQHVV�DUUDQJHPHQW�LOOHJDO�XQGHU�WKH�DQWL�NLFNEDFN�VWDWXWH��+RZHYHU��VXFK�FRQGXFW�DQG�EXVLQHVV�DUUDQJHPHQWV�PD\�OHDG�WR�LQFUHDVHG�
VFUXWLQ\�E\�JRYHUQPHQW�HQIRUFHPHQW�DXWKRULWLHV��

$OWKRXJK�ZH�EHOLHYH�WKDW�RXU�DUUDQJHPHQWV�ZLWK�SK\VLFLDQV�DQG�RWKHU�UHIHUUDO�VRXUFHV�KDYH�EHHQ�VWUXFWXUHG�WR�FRPSO\�ZLWK�
FXUUHQW�ODZ�DQG�DYDLODEOH�LQWHUSUHWDWLRQV��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�DOO�DUUDQJHPHQWV�FRPSO\�ZLWK�DQ�DYDLODEOH�VDIH�KDUERU�RU�WKDW�
UHJXODWRU\�DXWKRULWLHV�HQIRUFLQJ�WKHVH�ODZV�ZLOO�GHWHUPLQH�WKHVH�ILQDQFLDO�DUUDQJHPHQWV�GR�QRW�YLRODWH�WKH�DQWL�NLFNEDFN�VWDWXWH�RU�RWKHU�
DSSOLFDEOH�ODZV��9LRODWLRQV�RI�WKH�DQWL�NLFNEDFN�VWDWXWH�PD\�EH�SXQLVKHG�E\�D�FULPLQDO�ILQH�RI�XS�WR����������IRU�HDFK�YLRODWLRQ�RU�
LPSULVRQPHQW��KRZHYHU��XQGHU����8�6�&��6HFWLRQ�������WKLV�ILQH�PD\�EH�LQFUHDVHG�WR����������IRU�LQGLYLGXDOV�DQG����������IRU�
RUJDQL]DWLRQV��&LYLO�PRQH\�SHQDOWLHV�PD\�LQFOXGH�ILQHV�RI�XS�WR����������SHU�YLRODWLRQ�DQG�GDPDJHV�RI�XS�WR�WKUHH�WLPHV�WKH�WRWDO�
DPRXQW�RI�WKH�UHPXQHUDWLRQ�DQG�RU�H[FOXVLRQ�IURP�SDUWLFLSDWLRQ�LQ�0HGLFDUH�DQG�0HGLFDLG��



��

6LPLODU�6WDWH�/DZV��0DQ\�RI�WKH�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH�KDYH�DGRSWHG�ODZV�WKDW�SURKLELW�SD\PHQWV�WR�SK\VLFLDQV�LQ�
H[FKDQJH�IRU�UHIHUUDOV�VLPLODU�WR�WKH�DQWL�NLFNEDFN�VWDWXWH�DQG�WKH�6WDUN�/DZ��VRPH�RI�ZKLFK�DSSO\�UHJDUGOHVV�RI�WKH�VRXUFH�RI�SD\PHQW�
IRU�FDUH��7KHVH�VWDWXWHV�W\SLFDOO\�SURYLGH�FULPLQDO�DQG�FLYLO�SHQDOWLHV�DV�ZHOO�DV�ORVV�RI�OLFHQVXUH��,Q�PDQ\�LQVWDQFHV��WKH�VWDWH�VWDWXWHV�
SURYLGH�WKDW�DQ\�DUUDQJHPHQW�IDOOLQJ�LQ�D�IHGHUDO�VDIH�KDUERU�ZLOO�EH�LPPXQH�IURP�VFUXWLQ\�XQGHU�WKH�VWDWH�VWDWXWHV��+RZHYHU��LQ�PRVW�
FDVHV��OLWWOH�SUHFHGHQW�H[LVWV�IRU�WKH�LQWHUSUHWDWLRQ�RU�HQIRUFHPHQW�RI�WKHVH�VWDWH�ODZV��

7KHVH�ODZV�DQG�UHJXODWLRQV�DUH�H[WUHPHO\�FRPSOH[�DQG��LQ�PDQ\�FDVHV��ZH�GRQ¶W�KDYH�WKH�EHQHILW�RI�UHJXODWRU\�RU�MXGLFLDO�
LQWHUSUHWDWLRQ��,W�LV�SRVVLEOH�WKDW�GLIIHUHQW�LQWHUSUHWDWLRQV�RU�HQIRUFHPHQW�RI�WKHVH�ODZV�DQG�UHJXODWLRQV�FRXOG�VXEMHFW�RXU�FXUUHQW�RU�SDVW�
SUDFWLFHV�WR�DOOHJDWLRQV�RI�LPSURSULHW\�RU�LOOHJDOLW\�RU�FRXOG�UHTXLUH�XV�WR�PDNH�FKDQJHV�LQ�RXU�IDFLOLWLHV��HTXLSPHQW��SHUVRQQHO��
VHUYLFHV��FDSLWDO�H[SHQGLWXUH�SURJUDPV�DQG�RSHUDWLQJ�H[SHQVHV��$�GHWHUPLQDWLRQ�WKDW�ZH�KDYH�YLRODWHG�RQH�RU�PRUH�RI�WKHVH�ODZV��RU�
WKH�SXEOLF�DQQRXQFHPHQW�WKDW�ZH�DUH�EHLQJ�LQYHVWLJDWHG�IRU�SRVVLEOH�YLRODWLRQV�RI�RQH�RU�PRUH�RI�WKHVH�ODZV��VHH�,WHP����/HJDO�
3URFHHGLQJV���FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�DQG�RXU�EXVLQHVV�
UHSXWDWLRQ�FRXOG�VXIIHU�VLJQLILFDQWO\��,Q�DGGLWLRQ��ZH�FDQQRW�SUHGLFW�ZKHWKHU�RWKHU�OHJLVODWLRQ�RU�UHJXODWLRQV�DW�WKH�IHGHUDO�RU�VWDWH�OHYHO�
ZLOO�EH�DGRSWHG��ZKDW�IRUP�VXFK�OHJLVODWLRQ�RU�UHJXODWLRQV�PD\�WDNH�RU�ZKDW�WKHLU�LPSDFW�RQ�XV�PD\�EH��

,I�ZH�DUH�GHHPHG�WR�KDYH�IDLOHG�WR�FRPSO\�ZLWK�WKH�DQWL�NLFNEDFN�VWDWXWH��WKH�6WDUN�/DZ�RU�RWKHU�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��
ZH�FRXOG�EH�VXEMHFWHG�WR�OLDELOLWLHV��LQFOXGLQJ�FULPLQDO�SHQDOWLHV��FLYLO�SHQDOWLHV��LQFOXGLQJ�WKH�ORVV�RI�RXU�OLFHQVHV�WR�RSHUDWH�RQH�RU�
PRUH�IDFLOLWLHV���DQG�H[FOXVLRQ�RI�RQH�RU�PRUH�IDFLOLWLHV�IURP�SDUWLFLSDWLRQ�LQ�WKH�0HGLFDUH��0HGLFDLG�DQG�RWKHU�IHGHUDO�DQG�VWDWH�KHDOWK�
FDUH�SURJUDPV��7KH�LPSRVLWLRQ�RI�VXFK�SHQDOWLHV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�
RSHUDWLRQV��

)HGHUDO�)DOVH�&ODLPV�$FW�DQG�6LPLODU�6WDWH�5HJXODWLRQV��$�FXUUHQW�WUHQG�DIIHFWLQJ�WKH�KHDOWK�FDUH�LQGXVWU\�LV�WKH�LQFUHDVHG�
XVH�RI�WKH�IHGHUDO�)DOVH�&ODLPV�$FW��DQG��LQ�SDUWLFXODU��DFWLRQV�EHLQJ�EURXJKW�E\�LQGLYLGXDOV�RQ�WKH�JRYHUQPHQW¶V�EHKDOI�XQGHU�WKH�
)DOVH�&ODLPV�$FW¶V�TXL�WDP��RU�ZKLVWOHEORZHU��SURYLVLRQV��:KLVWOHEORZHU�SURYLVLRQV�DOORZ�SULYDWH�LQGLYLGXDOV�WR�EULQJ�DFWLRQV�RQ�
EHKDOI�RI�WKH�JRYHUQPHQW�E\�DOOHJLQJ�WKDW�WKH�GHIHQGDQW�KDV�GHIUDXGHG�WKH�)HGHUDO�JRYHUQPHQW��

:KHQ�D�GHIHQGDQW�LV�GHWHUPLQHG�E\�D�FRXUW�RI�ODZ�WR�KDYH�YLRODWHG�WKH�)DOVH�&ODLPV�$FW��WKH�GHIHQGDQW�PD\�EH�OLDEOH�IRU�XS�WR�
WKUHH�WLPHV�WKH�DFWXDO�GDPDJHV�VXVWDLQHG�E\�WKH�JRYHUQPHQW��SOXV�PDQGDWRU\�FLYLO�SHQDOWLHV�RI�EHWZHHQ���������WR���������IRU�HDFK�
VHSDUDWH�IDOVH�FODLP��7KHUH�DUH�PDQ\�SRWHQWLDO�EDVHV�IRU�OLDELOLW\�XQGHU�WKH�)DOVH�&ODLPV�$FW��/LDELOLW\�RIWHQ�DULVHV�ZKHQ�DQ�HQWLW\�
NQRZLQJO\�VXEPLWV�D�IDOVH�FODLP�IRU�UHLPEXUVHPHQW�WR�WKH�IHGHUDO�JRYHUQPHQW��7KH�)UDXG�(QIRUFHPHQW�DQG�5HFRYHU\�$FW�RI������
�³)(5$´��DPHQGHG�DQG�H[SDQGHG�WKH�QXPEHU�RI�DFWLRQV�IRU�ZKLFK�OLDELOLW\�PD\�DWWDFK�XQGHU�WKH�)DOVH�&ODLPV�$FW��HOLPLQDWLQJ�
UHTXLUHPHQWV�WKDW�IDOVH�FODLPV�EH�SUHVHQWHG�WR�IHGHUDO�RIILFLDOV�RU�GLUHFWO\�LQYROYH�IHGHUDO�IXQGV��)(5$�DOVR�FODULILHV�WKDW�D�IDOVH�FODLP�
YLRODWLRQ�RFFXUV�XSRQ�WKH�NQRZLQJ�UHWHQWLRQ��DV�ZHOO�DV�WKH�UHFHLSW��RI�RYHUSD\PHQWV��,Q�DGGLWLRQ��UHFHQW�FKDQJHV�WR�WKH�DQWL�NLFNEDFN�
VWDWXWH�KDYH�PDGH�YLRODWLRQV�RI�WKDW�ODZ�SXQLVKDEOH�XQGHU�WKH�FLYLO�)DOVH�&ODLPV�$FW��)XUWKHU��D�QXPEHU�RI�VWDWHV�KDYH�DGRSWHG�WKHLU�
RZQ�IDOVH�FODLPV�SURYLVLRQV�DV�ZHOO�DV�WKHLU�RZQ�ZKLVWOHEORZHU�SURYLVLRQV�ZKHUHE\�D�SULYDWH�SDUW\�PD\�ILOH�D�FLYLO�ODZVXLW�RQ�EHKDOI�RI�
WKH�VWDWH�LQ�VWDWH�FRXUW��7KH�)DOVH�&ODLPV�$FW�UHTXLUH�WKDW�IHGHUDO�KHDOWKFDUH�SURJUDP�RYHUSD\PHQWV�EH�UHWXUQHG�ZLWKLQ����GD\V�IURP�
WKH�GDWH�WKH�RYHUSD\PHQW�ZDV�LGHQWLILHG��RU�E\�WKH�GDWH�DQ\�FRUUHVSRQGLQJ�FRVW�UHSRUW�ZDV�GXH��ZKLFKHYHU�LV�ODWHU��)DLOXUH�WR�UHWXUQ�DQ�
RYHUSD\PHQW�ZLWKLQ�WKLV�SHULRG�PD\�UHVXOW�LQ�DGGLWLRQDO�FLYLO�)DOVH�&ODLPV�$FW�OLDELOLW\��

2WKHU�)UDXG�DQG�$EXVH�3URYLVLRQV��7KH�6RFLDO�6HFXULW\�$FW�DOVR�LPSRVHV�FULPLQDO�DQG�FLYLO�SHQDOWLHV�IRU�VXEPLWWLQJ�IDOVH�
FODLPV�WR�0HGLFDUH�DQG�0HGLFDLG��)DOVH�FODLPV�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��ELOOLQJ�IRU�VHUYLFHV�QRW�UHQGHUHG��ELOOLQJ�IRU�VHUYLFHV�
ZLWKRXW�SUHVFULEHG�GRFXPHQWDWLRQ��PLVUHSUHVHQWLQJ�DFWXDO�VHUYLFHV�UHQGHUHG�LQ�RUGHU�WR�REWDLQ�KLJKHU�UHLPEXUVHPHQW�DQG�FRVW�UHSRUW�
IUDXG��/LNH�WKH�DQWL�NLFNEDFN�VWDWXWH��WKHVH�SURYLVLRQV�DUH�YHU\�EURDG��

)XUWKHU��WKH�+HDOWK�,QVXUDQFH�3RUWDELOLW\�DQG�$FFRXQWDELOLW\�$FW�RI�������³+,3$$´��EURDGHQHG�WKH�VFRSH�RI�WKH�IUDXG�DQG�DEXVH�
ODZV�E\�DGGLQJ�VHYHUDO�FULPLQDO�SURYLVLRQV�IRU�KHDOWK�FDUH�IUDXG�RIIHQVHV�WKDW�DSSO\�WR�DOO�KHDOWK�EHQHILW�SURJUDPV��ZKHWKHU�RU�QRW�
SD\PHQWV�XQGHU�VXFK�SURJUDPV�DUH�SDLG�SXUVXDQW�WR�IHGHUDO�SURJUDPV��+,3$$�DOVR�LQWURGXFHG�HQIRUFHPHQW�PHFKDQLVPV�WR�SUHYHQW�
IUDXG�DQG�DEXVH�LQ�0HGLFDUH��7KHUH�DUH�FLYLO�SHQDOWLHV�IRU�SURKLELWHG�FRQGXFW��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR�ELOOLQJ�IRU�PHGLFDOO\�
XQQHFHVVDU\�SURGXFWV�RU�VHUYLFHV��

+,3$$�$GPLQLVWUDWLYH�6LPSOLILFDWLRQ�DQG�3ULYDF\�5HTXLUHPHQWV��7KH�DGPLQLVWUDWLYH�VLPSOLILFDWLRQ�SURYLVLRQV�RI�+,3$$��
DV�DPHQGHG�E\�WKH�+HDOWK�,QIRUPDWLRQ�7HFKQRORJ\�IRU�(FRQRPLF�DQG�&OLQLFDO�+HDOWK�$FW��³+,7(&+´���UHTXLUH�WKH�XVH�RI�XQLIRUP�
HOHFWURQLF�GDWD�WUDQVPLVVLRQ�VWDQGDUGV�IRU�KHDOWK�FDUH�FODLPV�DQG�SD\PHQW�WUDQVDFWLRQV�VXEPLWWHG�RU�UHFHLYHG�HOHFWURQLFDOO\��7KHVH�
SURYLVLRQV�DUH�LQWHQGHG�WR�HQFRXUDJH�HOHFWURQLF�FRPPHUFH�LQ�WKH�KHDOWK�FDUH�LQGXVWU\��+,3$$�DOVR�HVWDEOLVKHG�IHGHUDO�UXOHV�SURWHFWLQJ�
WKH�SULYDF\�DQG�VHFXULW\�RI�SHUVRQDO�KHDOWK�LQIRUPDWLRQ��7KH�SULYDF\�DQG�VHFXULW\�UHJXODWLRQV�DGGUHVV�WKH�XVH�DQG�GLVFORVXUH�RI�
LQGLYLGXDO�KHDOWK�FDUH�LQIRUPDWLRQ�DQG�WKH�ULJKWV�RI�SDWLHQWV�WR�XQGHUVWDQG�DQG�FRQWURO�KRZ�VXFK�LQIRUPDWLRQ�LV�XVHG�DQG�GLVFORVHG��
9LRODWLRQV�RI�+,3$$�FDQ�UHVXOW�LQ�ERWK�FULPLQDO�DQG�FLYLO�ILQHV�DQG�SHQDOWLHV��

:H�EHOLHYH�WKDW�ZH�DUH�LQ�PDWHULDO�FRPSOLDQFH�ZLWK�WKH�SULYDF\�UHJXODWLRQV�RI�+,3$$��DV�ZH�FRQWLQXH�WR�GHYHORS�WUDLQLQJ�DQG�
UHYLVH�SURFHGXUHV�WR�DGGUHVV�RQJRLQJ�FRPSOLDQFH��7KH�+,3$$�VHFXULW\�UHJXODWLRQV�UHTXLUH�KHDOWK�FDUH�SURYLGHUV�WR�LPSOHPHQW�



��

DGPLQLVWUDWLYH��SK\VLFDO�DQG�WHFKQLFDO�VDIHJXDUGV�WR�SURWHFW�WKH�FRQILGHQWLDOLW\��LQWHJULW\�DQG�DYDLODELOLW\�RI�SDWLHQW�LQIRUPDWLRQ��
+,7(&+�KDV�VLQFH�VWUHQJWKHQHG�FHUWDLQ�+,3$$�UXOHV�UHJDUGLQJ�WKH�XVH�DQG�GLVFORVXUH�RI�SURWHFWHG�KHDOWK�LQIRUPDWLRQ��H[WHQGHG�
FHUWDLQ�+,3$$�SURYLVLRQV�WR�EXVLQHVV�DVVRFLDWHV��DQG�FUHDWHG�QHZ�VHFXULW\�EUHDFK�QRWLILFDWLRQ�UHTXLUHPHQWV��+,7(&+�KDV�DOVR�
H[WHQGHG�WKH�DELOLW\�WR�LPSRVH�FLYLO�PRQH\�SHQDOWLHV�RQ�SURYLGHUV�QRW�NQRZLQJ�WKDW�D�+,3$$�YLRODWLRQ�KDV�RFFXUUHG��:H�EHOLHYH�WKDW�
ZH�KDYH�EHHQ�LQ�VXEVWDQWLDO�FRPSOLDQFH�ZLWK�+,3$$�DQG�+,7(&+�UHTXLUHPHQWV�WR�GDWH��5HFHQW�FKDQJHV�WR�WKH�+,3$$�UHJXODWLRQV�
PD\�UHVXOW�LQ�JUHDWHU�FRPSOLDQFH�UHTXLUHPHQWV�IRU�KHDOWKFDUH�SURYLGHUV��LQFOXGLQJ�H[SDQGHG�REOLJDWLRQV�WR�UHSRUW�EUHDFKHV�RI�
XQVHFXUHG�SDWLHQW�GDWD��DV�ZHOO�DV�FUHDWH�QHZ�OLDELOLWLHV�IRU�WKH�DFWLRQV�RI�SDUWLHV�DFWLQJ�DV�EXVLQHVV�DVVRFLDWHV�RQ�RXU�EHKDOI��

5HG�)ODJV�5XOH��,Q�DGGLWLRQ��WKH�)HGHUDO�7UDGH�&RPPLVVLRQ��³)7&´��5HG�)ODJV�5XOH�UHTXLUHV�ILQDQFLDO�LQVWLWXWLRQV�DQG�
EXVLQHVVHV�PDLQWDLQLQJ�DFFRXQWV�WR�DGGUHVV�WKH�ULVN�RI�LGHQWLW\�WKHIW��7KH�5HG�)ODJ�3URJUDP�&ODULILFDWLRQ�$FW�RI�������VLJQHG�RQ�
'HFHPEHU�����������DSSHDUV�WR�H[FOXGH�FHUWDLQ�KHDOWKFDUH�SURYLGHUV�IURP�WKH�5HG�)ODJV�5XOH��EXW�SHUPLWV�WKH�)7&�RU�UHOHYDQW�
DJHQFLHV�WR�GHVLJQDWH�DGGLWLRQDO�FUHGLWRUV�VXEMHFW�WR�WKH�5HG�)ODJV�5XOH�WKURXJK�IXWXUH�UXOHPDNLQJ�LI�WKH�DJHQFLHV�GHWHUPLQH�WKDW�WKH�
SHUVRQ�LQ�TXHVWLRQ�PDLQWDLQV�DFFRXQWV�VXEMHFW�WR�IRUHVHHDEOH�ULVN�RI�LGHQWLW\�WKHIW��&RPSOLDQFH�ZLWK�DQ\�VXFK�IXWXUH�UXOHPDNLQJ�PD\�
UHTXLUH�DGGLWLRQDO�H[SHQGLWXUHV�LQ�WKH�IXWXUH��

3DWLHQW�6DIHW\�DQG�4XDOLW\�,PSURYHPHQW�$FW�RI�������2Q�-XO\�����������WKH�3DWLHQW�6DIHW\�DQG�4XDOLW\�,PSURYHPHQW�$FW�RI�
�����ZDV�HQDFWHG��ZKLFK�KDV�WKH�JRDO�RI�UHGXFLQJ�PHGLFDO�HUURUV�DQG�LQFUHDVLQJ�SDWLHQW�VDIHW\��7KLV�OHJLVODWLRQ�HVWDEOLVKHV�D�
FRQILGHQWLDO�UHSRUWLQJ�VWUXFWXUH�LQ�ZKLFK�SURYLGHUV�FDQ�YROXQWDULO\�UHSRUW�³3DWLHQW�6DIHW\�:RUN�3URGXFW´��³36:3´��WR�³3DWLHQW�6DIHW\�
2UJDQL]DWLRQV´��³362V´���8QGHU�WKH�V\VWHP��36:3�LV�PDGH�SULYLOHJHG��FRQILGHQWLDO�DQG�OHJDOO\�SURWHFWHG�IURP�GLVFORVXUH��36:3�GRHV�
QRW�LQFOXGH�PHGLFDO��GLVFKDUJH�RU�ELOOLQJ�UHFRUGV�RU�DQ\�RWKHU�RULJLQDO�SDWLHQW�RU�SURYLGHU�UHFRUGV�EXW�GRHV�LQFOXGH�LQIRUPDWLRQ�
JDWKHUHG�VSHFLILFDOO\�LQ�FRQQHFWLRQ�ZLWK�WKH�UHSRUWLQJ�RI�PHGLFDO�HUURUV�DQG�LPSURYLQJ�SDWLHQW�VDIHW\��7KLV�OHJLVODWLRQ�GRHV�QRW�
SUHHPSW�VWDWH�RU�IHGHUDO�PDQGDWRU\�GLVFORVXUH�ODZV�FRQFHUQLQJ�LQIRUPDWLRQ�WKDW�GRHV�QRW�FRQVWLWXWH�36:3��362V�DUH�FHUWLILHG�E\�WKH�
6HFUHWDU\�RI�WKH�++6�IRU�WKUHH�\HDU�SHULRGV�DQG�DQDO\]H�36:3��SURYLGH�IHHGEDFN�WR�SURYLGHUV�DQG�PD\�UHSRUW�QRQ�LGHQWLILDEOH�36:3�
WR�D�GDWDEDVH��,Q�DGGLWLRQ��362V�DUH�H[SHFWHG�WR�JHQHUDWH�SDWLHQW�VDIHW\�LPSURYHPHQW�VWUDWHJLHV��

(QYLURQPHQWDO�5HJXODWLRQV��2XU�KHDOWKFDUH�RSHUDWLRQV�JHQHUDWH�PHGLFDO�ZDVWH�WKDW�PXVW�EH�GLVSRVHG�RI�LQ�FRPSOLDQFH�ZLWK�
IHGHUDO��VWDWH�DQG�ORFDO�HQYLURQPHQWDO�ODZV��UXOHV�DQG�UHJXODWLRQV��,QIHFWLRXV�ZDVWH�JHQHUDWRUV��LQFOXGLQJ�KRVSLWDOV��IDFH�VXEVWDQWLDO�
SHQDOWLHV�IRU�LPSURSHU�GLVSRVDO�RI�PHGLFDO�ZDVWH��LQFOXGLQJ�FLYLO�SHQDOWLHV�RI�XS�WR���������SHU�GD\�RI�QRQFRPSOLDQFH��FULPLQDO�
SHQDOWLHV�RI�XS�WR���������SHU�GD\��LPSULVRQPHQW��DQG�UHPHGLDO�FRVWV��,Q�DGGLWLRQ��RXU�RSHUDWLRQV��DV�ZHOO�DV�RXU�SXUFKDVHV�DQG�VDOHV�RI�
IDFLOLWLHV�DUH�VXEMHFW�WR�YDULRXV�RWKHU�HQYLURQPHQWDO�ODZV��UXOHV�DQG�UHJXODWLRQV��:H�EHOLHYH�WKDW�RXU�GLVSRVDO�RI�VXFK�ZDVWHV�LV�LQ�
PDWHULDO�FRPSOLDQFH�ZLWK�DOO�VWDWH�DQG�IHGHUDO�ODZV��

&RUSRUDWH�3UDFWLFH�RI�0HGLFLQH��6HYHUDO�VWDWHV��LQFOXGLQJ�)ORULGD��1HYDGD��&DOLIRUQLD�DQG�7H[DV��KDYH�ODZV�DQG�RU�UHJXODWLRQV�
WKDW�SURKLELW�FRUSRUDWLRQV�DQG�RWKHU�HQWLWLHV�IURP�HPSOR\LQJ�SK\VLFLDQV�DQG�SUDFWLFLQJ�PHGLFLQH�IRU�D�SURILW�RU�WKDW�SURKLELW�FHUWDLQ�
GLUHFW�DQG�LQGLUHFW�SD\PHQWV�RU�IHH�VSOLWWLQJ�DUUDQJHPHQWV�EHWZHHQ�KHDOWK�FDUH�SURYLGHUV�WKDW�DUH�GHVLJQHG�WR�LQGXFH�RU�HQFRXUDJH�WKH�
UHIHUUDO�RI�SDWLHQWV�WR��RU�WKH�UHFRPPHQGDWLRQ�RI��SDUWLFXODU�SURYLGHUV�IRU�PHGLFDO�SURGXFWV�DQG�VHUYLFHV��3RVVLEOH�VDQFWLRQV�IRU�
YLRODWLRQ�RI�WKHVH�UHVWULFWLRQV�LQFOXGH�ORVV�RI�OLFHQVH�DQG�FLYLO�DQG�FULPLQDO�SHQDOWLHV��,Q�DGGLWLRQ��DJUHHPHQWV�EHWZHHQ�WKH�FRUSRUDWLRQ�
DQG�WKH�SK\VLFLDQ�PD\�EH�FRQVLGHUHG�YRLG�DQG�XQHQIRUFHDEOH��7KHVH�VWDWXWHV�DQG�RU�UHJXODWLRQV�YDU\�IURP�VWDWH�WR�VWDWH��DUH�RIWHQ�
YDJXH�DQG�KDYH�VHOGRP�EHHQ�LQWHUSUHWHG�E\�WKH�FRXUWV�RU�UHJXODWRU\�DJHQFLHV��:H�GR�QRW�H[SHFW�WKHVH�VWDWH�FRUSRUDWH�SUDFWLFH�RI�
PHGLFLQH�SURVFULSWLRQV�WR�VLJQLILFDQWO\�DIIHFW�RXU�RSHUDWLRQV��0DQ\�VWDWHV�KDYH�ODZV�DQG�UHJXODWLRQV�ZKLFK�SURKLELW�SD\PHQWV�IRU�
UHIHUUDO�RI�SDWLHQWV�DQG�IHH�VSOLWWLQJ�ZLWK�SK\VLFLDQV��:H�GR�QRW�PDNH�DQ\�VXFK�SD\PHQWV�RU�KDYH�DQ\�VXFK�DUUDQJHPHQWV��

(07$/$��$OO�RI�RXU�KRVSLWDOV�DUH�VXEMHFW�WR�WKH�(PHUJHQF\�0HGLFDO�7UHDWPHQW�DQG�$FWLYH�/DERU�$FW��³(07$/$´���7KLV�
IHGHUDO�ODZ�JHQHUDOO\�UHTXLUHV�KRVSLWDOV�ZLWK�DQ�HPHUJHQF\�GHSDUWPHQW�WKDW�DUH�FHUWLILHG�SURYLGHUV�XQGHU�0HGLFDUH�WR�FRQGXFW�D�
PHGLFDO�VFUHHQLQJ�H[DPLQDWLRQ�RI�HYHU\�SHUVRQ�ZKR�YLVLWV�WKH�KRVSLWDO¶V�HPHUJHQF\�URRP�IRU�WUHDWPHQW�DQG��LI�WKH�SDWLHQW�LV�VXIIHULQJ�
IURP�D�PHGLFDO�HPHUJHQF\��WR�HLWKHU�VWDELOL]H�WKH�SDWLHQW¶V�FRQGLWLRQ�RU�WUDQVIHU�WKH�SDWLHQW�WR�D�IDFLOLW\�WKDW�FDQ�EHWWHU�KDQGOH�WKH�
FRQGLWLRQ��2XU�REOLJDWLRQ�WR�VFUHHQ�DQG�VWDELOL]H�HPHUJHQF\�PHGLFDO�FRQGLWLRQV�H[LVWV�UHJDUGOHVV�RI�D�SDWLHQW¶V�DELOLW\�WR�SD\�IRU�
WUHDWPHQW��7KHUH�DUH�VHYHUH�SHQDOWLHV�XQGHU�(07$/$�LI�D�KRVSLWDO�IDLOV�WR�VFUHHQ�RU�DSSURSULDWHO\�VWDELOL]H�RU�WUDQVIHU�D�SDWLHQW�RU�LI�
WKH�KRVSLWDO�GHOD\V�DSSURSULDWH�WUHDWPHQW�LQ�RUGHU�WR�ILUVW�LQTXLUH�DERXW�WKH�SDWLHQW¶V�DELOLW\�WR�SD\��3HQDOWLHV�IRU�YLRODWLRQV�RI�
(07$/$�LQFOXGH�FLYLO�PRQHWDU\�SHQDOWLHV�DQG�H[FOXVLRQ�IURP�SDUWLFLSDWLRQ�LQ�WKH�0HGLFDUH�SURJUDP��,Q�DGGLWLRQ�WR�DQ\�OLDELOLWLHV�WKDW�
D�KRVSLWDO�PD\�LQFXU�XQGHU�(07$/$��DQ�LQMXUHG�SDWLHQW��WKH�SDWLHQW¶V�IDPLO\�RU�D�PHGLFDO�IDFLOLW\�WKDW�VXIIHUV�D�ILQDQFLDO�ORVV�DV�D�
GLUHFW�UHVXOW�RI�DQRWKHU�KRVSLWDO¶V�YLRODWLRQ�RI�WKH�ODZ�FDQ�EULQJ�D�FLYLO�VXLW�DJDLQVW�WKH�KRVSLWDO�XQUHODWHG�WR�WKH�ULJKWV�JUDQWHG�XQGHU�
WKDW�VWDWXWH��

7KH�IHGHUDO�JRYHUQPHQW�EURDGO\�LQWHUSUHWV�(07$/$�WR�FRYHU�VLWXDWLRQV�LQ�ZKLFK�SDWLHQWV�GR�QRW�DFWXDOO\�SUHVHQW�WR�D�KRVSLWDO¶V�
HPHUJHQF\�URRP��EXW�SUHVHQW�IRU�HPHUJHQF\�H[DPLQDWLRQ�RU�WUHDWPHQW�WR�WKH�KRVSLWDO¶V�FDPSXV��JHQHUDOO\��RU�WR�D�KRVSLWDO�EDVHG�FOLQLF�
WKDW�WUHDWV�HPHUJHQF\�PHGLFDO�FRQGLWLRQV�RU�DUH�WUDQVSRUWHG�LQ�D�KRVSLWDO�RZQHG�DPEXODQFH��VXEMHFW�WR�FHUWDLQ�H[FHSWLRQV��(07$/$�
GRHV�QRW�JHQHUDOO\�DSSO\�WR�SDWLHQWV�DGPLWWHG�IRU�LQSDWLHQW�VHUYLFHV��KRZHYHU��&06�KDV�VRXJKW�LQGXVWU\�FRPPHQWV�RQ�WKH�SRWHQWLDO�
DSSOLFDELOLW\�RI�(07$/$�WR�KRVSLWDO�LQSDWLHQWV�DQG�WKH�UHVSRQVLELOLWLHV�RI�KRVSLWDOV�ZLWK�VSHFLDOL]HG�FDSDELOLWLHV��UHVSHFWLYHO\��&06�
KDV�QRW�\HW�LVVXHG�UHJXODWLRQV�RU�JXLGDQFH�LQ�UHVSRQVH�WR�WKDW�UHTXHVW�IRU�FRPPHQWV��7KH�JRYHUQPHQW�DOVR�KDV�H[SUHVVHG�LWV�LQWHQW�WR�



��

LQYHVWLJDWH�DQG�HQIRUFH�(07$/$�YLRODWLRQV�DFWLYHO\�LQ�WKH�IXWXUH��:H�EHOLHYH�WKDW�ZH�RSHUDWH�LQ�VXEVWDQWLDO�FRPSOLDQFH�ZLWK�
(07$/$��

+HDOWK�&DUH�,QGXVWU\�,QYHVWLJDWLRQV��:H�DUH�VXEMHFW�WR�FODLPV�DQG�VXLWV�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��LQFOXGLQJ�WKRVH�
DULVLQJ�IURP�FDUH�DQG�WUHDWPHQW�DIIRUGHG�E\�RXU�KRVSLWDOV�DQG�DUH�SDUW\�WR�YDULRXV�JRYHUQPHQW�LQYHVWLJDWLRQV�DQG�OLWLJDWLRQ��3OHDVH�VHH�
Item 3. Legal Proceedings�LQFOXGHG�KHUHLQ�IRU�DGGLWLRQDO�GLVFORVXUH��,Q�DGGLWLRQ��FXUUHQWO\��DQG�IURP�WLPH�WR�WLPH��VRPH�RI�RXU�
IDFLOLWLHV�DUH�VXEMHFWHG�WR�LQTXLULHV�DQG�RU�DFWLRQV�DQG�UHFHLYH�QRWLFHV�RI�SRWHQWLDO�QRQ�FRPSOLDQFH�RI�ODZV�DQG�UHJXODWLRQV�IURP�YDULRXV�
IHGHUDO�DQG�VWDWH�DJHQFLHV��3URYLGHUV�WKDW�DUH�IRXQG�WR�KDYH�YLRODWHG�WKHVH�ODZV�DQG�UHJXODWLRQV�PD\�EH�H[FOXGHG�IURP�SDUWLFLSDWLQJ�LQ�
JRYHUQPHQW�KHDOWKFDUH�SURJUDPV��VXEMHFWHG�WR�SRWHQWLDO�OLFHQVXUH��FHUWLILFDWLRQ��DQG�RU�DFFUHGLWDWLRQ�UHYRFDWLRQ��VXEMHFWHG�WR�ILQHV�RU�
SHQDOWLHV�RU�UHTXLUHG�WR�UHSD\�DPRXQWV�UHFHLYHG�IURP�WKH�JRYHUQPHQW�IRU�SUHYLRXVO\�ELOOHG�SDWLHQW�VHUYLFHV��

:H�PRQLWRU�DOO�DVSHFWV�RI�RXU�EXVLQHVV�DQG�KDYH�GHYHORSHG�D�FRPSUHKHQVLYH�HWKLFV�DQG�FRPSOLDQFH�SURJUDP�WKDW�LV�GHVLJQHG�WR�
PHHW�RU�H[FHHG�DSSOLFDEOH�IHGHUDO�JXLGHOLQHV�DQG�LQGXVWU\�VWDQGDUGV��%HFDXVH�WKH�ODZ�LQ�WKLV�DUHD�LV�FRPSOH[�DQG�FRQVWDQWO\�HYROYLQJ��
JRYHUQPHQWDO�LQYHVWLJDWLRQ�RU�OLWLJDWLRQ�PD\�UHVXOW�LQ�LQWHUSUHWDWLRQV�WKDW�DUH�LQFRQVLVWHQW�ZLWK�LQGXVWU\�SUDFWLFHV��LQFOXGLQJ�RXUV��
$OWKRXJK�ZH�EHOLHYH�RXU�SROLFLHV��SURFHGXUHV�DQG�SUDFWLFHV�FRPSO\�ZLWK�JRYHUQPHQWDO�UHJXODWLRQV��QR�DVVXUDQFH�FDQ�EH�JLYHQ�WKDW�ZH�
ZLOO�QRW�EH�VXEMHFWHG�WR�LQTXLULHV�RU�DFWLRQV��RU�WKDW�ZH�ZLOO�QRW�EH�IDFHG�ZLWK�VDQFWLRQV��ILQHV�RU�SHQDOWLHV�LQ�FRQQHFWLRQ�ZLWK�WKH�
LQYHVWLJDWLRQV��(YHQ�LI�ZH�ZHUH�WR�XOWLPDWHO\�SUHYDLO��WKH�JRYHUQPHQW¶V�LQTXLU\�DQG�RU�DFWLRQ�LQ�FRQQHFWLRQ�ZLWK�WKHVH�PDWWHUV�FRXOG�
KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�RSHUDWLQJ�UHVXOWV��

2XU�VXEVWDQWLDO�0HGLFDUH��0HGLFDLG�DQG�RWKHU�JRYHUQPHQWDO�ELOOLQJV�PD\�UHVXOW�LQ�KHLJKWHQHG�VFUXWLQ\�RI�RXU�RSHUDWLRQV��,W�LV�
SRVVLEOH�WKDW�JRYHUQPHQWDO�HQWLWLHV�FRXOG�LQLWLDWH�DGGLWLRQDO�LQYHVWLJDWLRQV�RU�OLWLJDWLRQ�LQ�WKH�IXWXUH�DQG�WKDW�VXFK�PDWWHUV�FRXOG�UHVXOW�
LQ�VLJQLILFDQW�SHQDOWLHV�DV�ZHOO�DV�DGYHUVH�SXEOLFLW\��,W�LV�DOVR�SRVVLEOH�WKDW�RXU�H[HFXWLYHV�DQG�RU�PDQDJHUV�FRXOG�EH�LQFOXGHG�DV�WDUJHWV�
RU�ZLWQHVVHV�LQ�JRYHUQPHQWDO�LQYHVWLJDWLRQV�RU�OLWLJDWLRQ�DQG�RU�QDPHG�DV�GHIHQGDQWV�LQ�SULYDWH�OLWLJDWLRQ��

5HYHQXH�5XOLQJV�������DQG����������,Q�0DUFK������DQG�0D\�������WKH�,56�LVVXHG�JXLGDQFH�UHJDUGLQJ�WKH�WD[�FRQVHTXHQFHV�
RI�MRLQW�YHQWXUHV�EHWZHHQ�IRU�SURILW�DQG�QRW�IRU�SURILW�KRVSLWDOV��$V�D�UHVXOW�RI�WKH�WD[�UXOLQJV��WKH�,56�KDV�SURSRVHG��DQG�PD\�LQ�WKH�
IXWXUH�SURSRVH��WR�UHYRNH�WKH�WD[�H[HPSW�RU�SXEOLF�FKDULW\�VWDWXV�RI�FHUWDLQ�QRW�IRU�SURILW�HQWLWLHV�ZKLFK�SDUWLFLSDWH�LQ�VXFK�MRLQW�
YHQWXUHV�RU�WR�WUHDW�MRLQW�YHQWXUH�LQFRPH�DV�XQUHODWHG�EXVLQHVV�WD[DEOH�LQFRPH�WR�WKHP��7KH�WD[�UXOLQJV�KDYH�OLPLWHG�GHYHORSPHQW�RI�
MRLQW�YHQWXUHV�DQG�DQ\�DGYHUVH�GHWHUPLQDWLRQ�E\�WKH�,56�RU�WKH�FRXUWV�UHJDUGLQJ�WKH�WD[�H[HPSW�RU�SXEOLF�FKDULW\�VWDWXV�RI�D�QRW�IRU�
SURILW�SDUWQHU�RU�WKH�FKDUDFWHUL]DWLRQ�RI�MRLQW�YHQWXUH�LQFRPH�DV�XQUHODWHG�EXVLQHVV�WD[DEOH�LQFRPH�FRXOG�IXUWKHU�OLPLW�MRLQW�YHQWXUH�
GHYHORSPHQW�ZLWK�QRW�IRU�SURILW�KRVSLWDOV��DQG�RU�UHTXLUH�WKH�UHVWUXFWXULQJ�RI�FHUWDLQ�H[LVWLQJ�MRLQW�YHQWXUHV�ZLWK�QRW�IRU�SURILWV��

6WDWH�5DWH�5HYLHZ��6RPH�VWDWHV�ZKHUH�ZH�RSHUDWH�KRVSLWDOV�KDYH�DGRSWHG�OHJLVODWLRQ�PDQGDWLQJ�UDWH�RU�EXGJHW�UHYLHZ�IRU�
KRVSLWDOV�RU�KDYH�DGRSWHG�WD[HV�RQ�KRVSLWDO�UHYHQXHV��DVVHVVPHQWV�RU�OLFHQVXUH�IHHV�WR�IXQG�LQGLJHQW�KHDOWK�FDUH�ZLWKLQ�WKH�VWDWH��,Q�WKH�
DJJUHJDWH��VWDWH�UDWH�UHYLHZV�DQG�LQGLJHQW�WD[�SURYLVLRQV�KDYH�QRW�PDWHULDOO\��DGYHUVHO\�DIIHFWHG�RXU�UHVXOWV�RI�RSHUDWLRQV��

0HGLFDO�0DOSUDFWLFH�7RUW�/DZ�5HIRUP��0HGLFDO�PDOSUDFWLFH�WRUW�ODZ�KDV�KLVWRULFDOO\�EHHQ�PDLQWDLQHG�DW�WKH�VWDWH�OHYHO��$OO�
VWDWHV�KDYH�ODZV�JRYHUQLQJ�PHGLFDO�OLDELOLW\�ODZVXLWV��2YHU�KDOI�RI�WKH�VWDWHV�KDYH�OLPLWV�RQ�GDPDJHV�DZDUGV��$OPRVW�DOO�VWDWHV�KDYH�
HOLPLQDWHG�MRLQW�DQG�VHYHUDO�OLDELOLW\�LQ�PDOSUDFWLFH�ODZVXLWV��DQG�PDQ\�VWDWHV�KDYH�HVWDEOLVKHG�OLPLWV�RQ�DWWRUQH\�IHHV��0DQ\�VWDWHV�KDG�
ELOOV�LQWURGXFHG�LQ�WKHLU�OHJLVODWLYH�VHVVLRQV�WR�DGGUHVV�PHGLFDO�PDOSUDFWLFH�WRUW�UHIRUP��3URSRVHG�VROXWLRQV�LQFOXGH�HQDFWLQJ�OLPLWV�RQ�
QRQ�HFRQRPLF�GDPDJHV��PDOSUDFWLFH�LQVXUDQFH�UHIRUP��DQG�JDWKHULQJ�ODZVXLW�FODLPV�GDWD�IURP�PDOSUDFWLFH�LQVXUDQFH�FRPSDQLHV�DQG�
WKH�FRXUWV�IRU�WKH�SXUSRVH�RI�DVVHVVLQJ�WKH�FRQQHFWLRQ�EHWZHHQ�PDOSUDFWLFH�VHWWOHPHQWV�DQG�SUHPLXP�UDWHV��5HIRUP�OHJLVODWLRQ�KDV�DOVR�
EHHQ�SURSRVHG��EXW�QRW�DGRSWHG��DW�WKH�IHGHUDO�OHYHO�WKDW�FRXOG�SUHHPSW�DGGLWLRQDO�VWDWH�OHJLVODWLRQ�LQ�WKLV�DUHD��

&RPSOLDQFH�3URJUDP��2XU�FRPSDQ\�ZLGH�FRPSOLDQFH�SURJUDP�KDV�EHHQ�LQ�SODFH�VLQFH�������&XUUHQWO\��WKH�SURJUDP¶V�
HOHPHQWV�LQFOXGH�D�&RGH�RI�&RQGXFW��ULVN�DUHD�VSHFLILF�SROLFLHV�DQG�SURFHGXUHV��HPSOR\HH�HGXFDWLRQ�DQG�WUDLQLQJ��DQ�LQWHUQDO�V\VWHP�
IRU�UHSRUWLQJ�FRQFHUQV��DXGLWLQJ�DQG�PRQLWRULQJ�SURJUDPV��DQG�D�PHDQV�IRU�HQIRUFLQJ�WKH�SURJUDP¶V�SROLFLHV��

6LQFH�LWV�LQLWLDO�DGRSWLRQ��WKH�FRPSOLDQFH�SURJUDP�FRQWLQXHV�WR�EH�H[SDQGHG�DQG�GHYHORSHG�WR�PHHW�WKH�LQGXVWU\¶V�H[SHFWDWLRQV�
DQG�RXU�QHHGV��6SHFLILF�ZULWWHQ�SROLFLHV��SURFHGXUHV��WUDLQLQJ�DQG�HGXFDWLRQDO�PDWHULDOV�DQG�SURJUDPV��DV�ZHOO�DV�DXGLWLQJ�DQG�
PRQLWRULQJ�DFWLYLWLHV�KDYH�EHHQ�SUHSDUHG�DQG�LPSOHPHQWHG�WR�DGGUHVV�WKH�IXQFWLRQDO�DQG�RSHUDWLRQDO�DVSHFWV�RI�RXU�EXVLQHVV��6SHFLILF�
DUHDV�LGHQWLILHG�WKURXJK�UHJXODWRU\�LQWHUSUHWDWLRQ�DQG�HQIRUFHPHQW�DFWLYLWLHV�KDYH�DOVR�EHHQ�DGGUHVVHG�LQ�RXU�SURJUDP��&ODLPV�
SUHSDUDWLRQ�DQG�VXEPLVVLRQ��LQFOXGLQJ�FRGLQJ��ELOOLQJ��DQG�FRVW�UHSRUWV��FRPSULVH�WKH�EXON�RI�WKHVH�DUHDV��)LQDQFLDO�DUUDQJHPHQWV�ZLWK�
SK\VLFLDQV�DQG�RWKHU�UHIHUUDO�VRXUFHV��LQFOXGLQJ�FRPSOLDQFH�ZLWK�DQWL�NLFNEDFN�DQG�6WDUN�ODZV�DQG�HPHUJHQF\�GHSDUWPHQW�WUHDWPHQW�
DQG�WUDQVIHU�UHTXLUHPHQWV�DUH�DOVR�WKH�IRFXV�RI�SROLF\�DQG�WUDLQLQJ��VWDQGDUGL]HG�GRFXPHQWDWLRQ�UHTXLUHPHQWV��DQG�UHYLHZ�DQG�DXGLW��

8QLWHG�.LQJGRP�5HJXODWLRQ��2XU�RSHUDWLRQV�LQ�WKH�8QLWHG�.LQJGRP�DUH�DOVR�VXEMHFW�WR�D�KLJK�OHYHO�RI�UHJXODWLRQ�UHODWLQJ�WR�
UHJLVWUDWLRQ�DQG�OLFHQVLQJ�UHTXLUHPHQWV��HPSOR\HH�UHJXODWLRQ��FOLQLFDO�VWDQGDUGV��HQYLURQPHQWDO�UXOHV�DV�ZHOO�DV�RWKHU�DUHDV��:H�DUH�
DOVR�VXEMHFW�WR�D�KLJKO\�UHJXODWHG�EXVLQHVV�HQYLURQPHQW��DQG�IDLOXUH�WR�FRPSO\�ZLWK�WKH�YDULRXV�ODZV�DQG�UHJXODWLRQV�DSSOLFDEOH�WR�XV�
FRXOG�OHDG�WR�VXEVWDQWLDO�SHQDOWLHV�DQG�RWKHU�DGYHUVH�HIIHFWV�RQ�RXU�EXVLQHVV��



��

Employees and Medical Staff 
�
2XU�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�6��KDG�DSSUR[LPDWHO\��������HPSOR\HHV�DV�RI�'HFHPEHU�����������RI�ZKRP�DSSUR[LPDWHO\��������

ZHUH�HPSOR\HG�IXOO�WLPH��,Q�DGGLWLRQ��RXU�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.��KDG�DSSUR[LPDWHO\�������HPSOR\HHV�DV�RI�'HFHPEHU�����
�������2XU�KRVSLWDOV�DUH�VWDIIHG�E\�OLFHQVHG�SK\VLFLDQV�ZKR�KDYH�EHHQ�DGPLWWHG�WR�WKH�PHGLFDO�VWDII�RI�LQGLYLGXDO�KRVSLWDOV��,Q�D�
QXPEHU�RI�RXU�PDUNHWV��SK\VLFLDQV�PD\�KDYH�DGPLWWLQJ�SULYLOHJHV�DW�RWKHU�KRVSLWDOV�LQ�DGGLWLRQ�WR�RXUV��:LWKLQ�RXU�DFXWH�FDUH�GLYLVLRQ��
DSSUR[LPDWHO\�����SK\VLFLDQV�DUH�HPSOR\HG�E\�SK\VLFLDQ�SUDFWLFH�PDQDJHPHQW�VXEVLGLDULHV�RI�RXUV�HLWKHU�GLUHFWO\�RU�WKURXJK�FRQWUDFWV�
ZLWK�DIILOLDWHG�JURXS�SUDFWLFHV�VWUXFWXUHG�DV����$�FRUSRUDWLRQV��0HPEHUV�RI�WKH�PHGLFDO�VWDIIV�RI�RXU�KRVSLWDOV�DOVR�VHUYH�RQ�WKH�
PHGLFDO�VWDIIV�RI�KRVSLWDOV�QRW�RZQHG�E\�XV�DQG�PD\�WHUPLQDWH�WKHLU�DIILOLDWLRQ�ZLWK�RXU�KRVSLWDOV�DW�DQ\�WLPH��,Q�DGGLWLRQ��ZLWKLQ�RXU�
EHKDYLRUDO�KHDOWK�GLYLVLRQ��DSSUR[LPDWHO\�����SV\FKLDWULVWV�DUH�HPSOR\HG�E\�VXEVLGLDULHV�RI�RXUV�HLWKHU�GLUHFWO\�RU�WKURXJK�FRQWUDFWV�
ZLWK�DIILOLDWHG�JURXS�SUDFWLFHV�VWUXFWXUHG�DV����$�FRUSRUDWLRQV��(DFK�RI�RXU�KRVSLWDOV�LV�PDQDJHG�RQ�D�GD\�WR�GD\�EDVLV�E\�D�PDQDJLQJ�
GLUHFWRU�HPSOR\HG�E\�D�VXEVLGLDU\�RI�RXUV��,Q�DGGLWLRQ��D�%RDUG�RI�*RYHUQRUV��LQFOXGLQJ�PHPEHUV�RI�WKH�KRVSLWDO¶V�PHGLFDO�VWDII��
JRYHUQV�WKH�PHGLFDO��SURIHVVLRQDO�DQG�HWKLFDO�SUDFWLFHV�DW�HDFK�KRVSLWDO��:H�EHOLHYH�WKDW�RXU�UHODWLRQV�ZLWK�RXU�HPSOR\HHV�DUH�
VDWLVIDFWRU\���

���
$SSUR[LPDWHO\�������RI�RXU�HPSOR\HHV�DW�ILYH�RI�RXU�KRVSLWDOV�DUH�XQLRQL]HG��$W�9DOOH\�+RVSLWDO�0HGLFDO�&HQWHU��KRXVHNHHSLQJ�

DQG�GLHWDU\�HPSOR\HHV�DUH�UHSUHVHQWHG�E\�WKH�&XOLQDU\�:RUNHUV�DQG�%DUWHQGHUV�8QLRQ��HQJLQHHUV�DUH�UHSUHVHQWHG�E\�WKH�,QWHUQDWLRQDO�
8QLRQ�RI�2SHUDWLQJ�(QJLQHHUV�DQG�5HJLVWHUHG�1XUVHV�DUH�UHSUHVHQWHG�E\�WKH�6HUYLFH�(PSOR\HHV�,QWHUQDWLRQDO�8QLRQ��³6(,8´����
(QJLQHHUV�DW�'HVHUW�6SULQJV�+RVSLWDO�DUH�UHSUHVHQWHG�E\�WKH�,QWHUQDWLRQDO�8QLRQ�RI�2SHUDWLQJ�(QJLQHHUV�DQG�5HJLVWHUHG�1XUVHV�DQG�
7HFKQLFDO�HPSOR\HHV�DUH�UHSUHVHQWHG�E\�WKH�6(,8��$W�WKH�3V\FKLDWULF�,QVWLWXWH�RI�:DVKLQJWRQ��FOLQLFDO��FOHULFDO��VXSSRUW�DQG�
PDLQWHQDQFH�HPSOR\HHV�DUH�UHSUHVHQWHG�E\�WKH�&RPPXQLFDWLRQ�:RUNHUV�RI�$PHULFD��$)/�&,2���5HJLVWHUHG�1XUVHV��/LFHQVHG�
3UDFWLFDO�1XUVHV��FHUWDLQ�WHFKQLFLDQV�DQG�WKHUDSLVWV�DQG�VRPH�FOHULFDO�HPSOR\HHV�DW�+5,�+RVSLWDO�LQ�%RVWRQ�DUH�UHSUHVHQWHG�E\�WKH�
6HUYLFH�(PSOR\HHV�,QWHUQDWLRQDO�8QLRQ��$W�%URRNH�*OHQ�%HKDYLRUDO�+RVSLWDO��XQLRQL]HG�HPSOR\HHV�DUH�UHSUHVHQWHG�E\�WKH�7HDPVWHUV�
DQG�WKH�1RUWKZHVWHUQ�1XUVHV�$VVRFLDWLRQ�3HQQV\OYDQLD�$VVRFLDWLRQ�RI�6WDII�1XUVHV�DQG�$OOLHG�3URIHVVLRQDOV��

�
�2Q�-DQXDU\�����������WKH�1DWLRQDO�/DERU�5HODWLRQV�%RDUG�LVVXHG�D�GHFLVLRQ�UHJDUGLQJ�WKH������ZLWKGUDZDOV�RI�UHFRJQLWLRQ�RI�

WKH�6(,8�IRU�WKUHH�EDUJDLQLQJ�XQLWV�DW�9DOOH\�+RVSLWDO�0HGLFDO�&HQWHU��UHJLVWHUHG�QXUVHV��DQG�'HVHUW�6SULQJV�+RVSLWDO��UHJLVWHUHG�
QXUVHV�DQG�7HFKQLFDO�HPSOR\HHV��ORFDWHG�LQ�/DV�9HJDV��1HYDGD���7KH�1DWLRQDO�/DERU�5HODWLRQV�%RDUG�KHOG�WKDW�WKH�HYLGHQFH�
VXSSRUWLQJ�WKH�ZLWKGUDZDOV�ZDV�QRW�VXIILFLHQW��7KH�9DOOH\�+RVSLWDO�0HGLFDO�&HQWHU�DQG�'HVHUW�6SULQJV�+RVSLWDO�KDYH�FKRVHQ�QRW�WR�
DSSHDO�WKLV�GHFLVLRQ�DQG�KDYH��LQVWHDG��UHFRJQL]HG�WKH�XQLRQ�DQG�DUH�UHVXPLQJ�QHJRWLDWLRQV��

Competition 

7KH�KHDOWK�FDUH�LQGXVWU\�LV�KLJKO\�FRPSHWLWLYH��,Q�UHFHQW�\HDUV��FRPSHWLWLRQ�DPRQJ�KHDOWKFDUH�SURYLGHUV�IRU�SDWLHQWV�KDV�
LQWHQVLILHG�LQ�WKH�8QLWHG�6WDWHV�GXH�WR��DPRQJ�RWKHU�WKLQJV��UHJXODWRU\�DQG�WHFKQRORJLFDO�FKDQJHV��LQFUHDVLQJ�XVH�RI�PDQDJHG�FDUH�
SD\PHQW�V\VWHPV��FRVW�FRQWDLQPHQW�SUHVVXUHV�DQG�D�VKLIW�WRZDUG�RXWSDWLHQW�WUHDWPHQW��,Q�DOO�RI�WKH�JHRJUDSKLFDO�DUHDV�LQ�ZKLFK�ZH�
RSHUDWH��WKHUH�DUH�RWKHU�KRVSLWDOV�WKDW�SURYLGH�VHUYLFHV�FRPSDUDEOH�WR�WKRVH�RIIHUHG�E\�RXU�KRVSLWDOV��,Q�DGGLWLRQ��VRPH�RI�RXU�
FRPSHWLWRUV�LQFOXGH�KRVSLWDOV�WKDW�DUH�RZQHG�E\�WD[�VXSSRUWHG�JRYHUQPHQWDO�DJHQFLHV�RU�E\�QRQSURILW�FRUSRUDWLRQV�DQG�PD\�EH�
VXSSRUWHG�E\�HQGRZPHQWV�DQG�FKDULWDEOH�FRQWULEXWLRQV�DQG�H[HPSW�IURP�SURSHUW\��VDOH�DQG�LQFRPH�WD[HV��6XFK�H[HPSWLRQV�DQG�
VXSSRUW�DUH�QRW�DYDLODEOH�WR�XV��

,Q�VRPH�PDUNHWV��FHUWDLQ�RI�RXU�FRPSHWLWRUV�PD\�KDYH�JUHDWHU�ILQDQFLDO�UHVRXUFHV��EH�EHWWHU�HTXLSSHG�DQG�RIIHU�D�EURDGHU�UDQJH�
RI�VHUYLFHV�WKDQ�XV��&HUWDLQ�KRVSLWDOV�WKDW�DUH�ORFDWHG�LQ�WKH�DUHDV�VHUYHG�E\�RXU�IDFLOLWLHV�DUH�VSHFLDOW\�RU�ODUJH�KRVSLWDOV�WKDW�SURYLGH�
PHGLFDO��VXUJLFDO�DQG�EHKDYLRUDO�KHDOWK�VHUYLFHV��IDFLOLWLHV�DQG�HTXLSPHQW�WKDW�DUH�QRW�DYDLODEOH�DW�RXU�KRVSLWDOV��7KH�LQFUHDVH�LQ�
RXWSDWLHQW�WUHDWPHQW�DQG�GLDJQRVWLF�IDFLOLWLHV��RXWSDWLHQW�VXUJLFDO�FHQWHUV�DQG�IUHHVWDQGLQJ�DPEXODWRU\�VXUJLFDO�DOVR�LQFUHDVHV�
FRPSHWLWLRQ�IRU�XV���,Q�DGGLWLRQ��VRPH�RI�RXU�KRVSLWDOV�IDFH�FRPSHWLWLRQ�IURP�KRVSLWDOV�RU�VXUJHU\�FHQWHUV�WKDW�DUH�SK\VLFLDQ�RZQHG��

7KH�QXPEHU�DQG�TXDOLW\�RI�WKH�SK\VLFLDQV�RQ�D�KRVSLWDO¶V�VWDII�DUH�LPSRUWDQW�IDFWRUV�LQ�GHWHUPLQLQJ�D�KRVSLWDO¶V�VXFFHVV�DQG�
FRPSHWLWLYH�DGYDQWDJH��7\SLFDOO\��SK\VLFLDQV�DUH�UHVSRQVLEOH�IRU�PDNLQJ�KRVSLWDO�DGPLVVLRQV�GHFLVLRQV�DQG�IRU�GLUHFWLQJ�WKH�FRXUVH�RI�
SDWLHQW�WUHDWPHQW��:H�EHOLHYH�WKDW�SK\VLFLDQV�UHIHU�SDWLHQWV�WR�D�KRVSLWDO�SULPDULO\�RQ�WKH�EDVLV�RI�WKH�SDWLHQW¶V�QHHGV��WKH�TXDOLW\�RI�
RWKHU�SK\VLFLDQV�RQ�WKH�PHGLFDO�VWDII��WKH�ORFDWLRQ�RI�WKH�KRVSLWDO�DQG�WKH�EUHDGWK�DQG�VFRSH�RI�VHUYLFHV�RIIHUHG�DW�WKH�KRVSLWDO¶V�
IDFLOLWLHV��:H�VWULYH�WR�UHWDLQ�DQG�DWWUDFW�TXDOLILHG�GRFWRUV�E\�PDLQWDLQLQJ�KLJK�HWKLFDO�DQG�SURIHVVLRQDO�VWDQGDUGV�DQG�SURYLGLQJ�
DGHTXDWH�VXSSRUW�SHUVRQQHO��WHFKQRORJLFDOO\�DGYDQFHG�HTXLSPHQW�DQG�IDFLOLWLHV�WKDW�PHHW�WKH�QHHGV�RI�WKRVH�SK\VLFLDQV��

,Q�DGGLWLRQ��ZH�GHSHQG�RQ�WKH�HIIRUWV��DELOLWLHV��DQG�H[SHULHQFH�RI�RXU�PHGLFDO�VXSSRUW�SHUVRQQHO��LQFOXGLQJ�RXU�QXUVHV��
SKDUPDFLVWV�DQG�ODE�WHFKQLFLDQV�DQG�RWKHU�KHDOWK�FDUH�SURIHVVLRQDOV��:H�FRPSHWH�ZLWK�RWKHU�KHDOWK�FDUH�SURYLGHUV�LQ�UHFUXLWLQJ�DQG�
UHWDLQLQJ�TXDOLILHG�KRVSLWDO�PDQDJHPHQW��QXUVHV�DQG�RWKHU�PHGLFDO�SHUVRQQHO��2XU�DFXWH�FDUH�DQG�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�DUH�
H[SHULHQFLQJ�WKH�HIIHFWV�RI�D�VKRUWDJH�RI�VNLOOHG�QXUVLQJ�VWDII�QDWLRQZLGH��ZKLFK�KDV�FDXVHG�DQG�PD\�FRQWLQXH�WR�FDXVH�DQ�LQFUHDVH�LQ�
VDODULHV��ZDJHV�DQG�EHQHILWV�H[SHQVH�LQ�H[FHVV�RI�WKH�LQIODWLRQ�UDWH��,Q�DGGLWLRQ��LQ�VRPH�PDUNHWV�OLNH�&DOLIRUQLD��WKHUH�DUH�UHTXLUHPHQWV�
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WR�PDLQWDLQ�VSHFLILHG�QXUVH�VWDIILQJ�OHYHOV��7R�WKH�H[WHQW�ZH�FDQQRW�PHHW�WKRVH�OHYHOV��ZH�PD\�EH�UHTXLUHG�WR�OLPLW�WKH�KHDOWKFDUH�
VHUYLFHV�SURYLGHG�LQ�WKHVH�PDUNHWV�ZKLFK�ZRXOG�KDYH�D�FRUUHVSRQGLQJ�DGYHUVH�HIIHFW�RQ�RXU�QHW�RSHUDWLQJ�UHYHQXHV��

0DQ\�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH�KRVSLWDOV�KDYH�&21�ODZV��7KH�DSSOLFDWLRQ�SURFHVV�IRU�DSSURYDO�RI�DGGLWLRQDO�FRYHUHG�VHUYLFHV��
QHZ�IDFLOLWLHV��FKDQJHV�LQ�RSHUDWLRQV�DQG�FDSLWDO�H[SHQGLWXUHV�LV��WKHUHIRUH��KLJKO\�FRPSHWLWLYH�LQ�WKHVH�VWDWHV��,Q�WKRVH�VWDWHV�WKDW�GR�
QRW�KDYH�&21�ODZV�RU�ZKLFK�VHW�UHODWLYHO\�KLJK�OHYHOV�RI�H[SHQGLWXUHV�EHIRUH�WKH\�EHFRPH�UHYLHZDEOH�E\�VWDWH�DXWKRULWLHV��FRPSHWLWLRQ�
LQ�WKH�IRUP�RI�QHZ�VHUYLFHV��IDFLOLWLHV�DQG�FDSLWDO�VSHQGLQJ�LV�PRUH�SUHYDOHQW��6HH�³5HJXODWLRQ�DQG�2WKHU�)DFWRUV�´�

2XU�DELOLW\�WR�QHJRWLDWH�IDYRUDEOH�VHUYLFH�FRQWUDFWV�ZLWK�SXUFKDVHUV�RI�JURXS�KHDOWK�FDUH�VHUYLFHV�DOVR�DIIHFWV�RXU�FRPSHWLWLYH�
SRVLWLRQ�DQG�VLJQLILFDQWO\�DIIHFWV�WKH�UHYHQXHV�DQG�RSHUDWLQJ�UHVXOWV�RI�RXU�KRVSLWDOV��0DQDJHG�FDUH�SODQV�DWWHPSW�WR�GLUHFW�DQG�FRQWURO�
WKH�XVH�RI�KRVSLWDO�VHUYLFHV�DQG�WR�GHPDQG�WKDW�ZH�DFFHSW�ORZHU�UDWHV�RI�SD\PHQW��,Q�DGGLWLRQ��HPSOR\HUV�DQG�WUDGLWLRQDO�KHDOWK�
LQVXUHUV�DUH�LQFUHDVLQJO\�LQWHUHVWHG�LQ�FRQWDLQLQJ�FRVWV�WKURXJK�QHJRWLDWLRQV�ZLWK�KRVSLWDOV�IRU�PDQDJHG�FDUH�SURJUDPV�DQG�GLVFRXQWV�
IURP�HVWDEOLVKHG�FKDUJHV��,Q�UHWXUQ��KRVSLWDOV�VHFXUH�FRPPLWPHQWV�IRU�D�ODUJHU�QXPEHU�RI�SRWHQWLDO�SDWLHQWV��*HQHUDOO\��KRVSLWDOV�
FRPSHWH�IRU�VHUYLFH�FRQWUDFWV�ZLWK�JURXS�KHDOWK�FDUH�VHUYLFH�SXUFKDVHUV�RQ�WKH�EDVLV�RI�SULFH��PDUNHW�UHSXWDWLRQ��JHRJUDSKLF�ORFDWLRQ��
TXDOLW\�DQG�UDQJH�RI�VHUYLFHV��TXDOLW\�RI�WKH�PHGLFDO�VWDII�DQG�FRQYHQLHQFH��7KH�LPSRUWDQFH�RI�REWDLQLQJ�FRQWUDFWV�ZLWK�PDQDJHG�FDUH�
RUJDQL]DWLRQV�YDULHV�IURP�PDUNHW�WR�PDUNHW�GHSHQGLQJ�RQ�WKH�PDUNHW�VWUHQJWK�RI�VXFK�RUJDQL]DWLRQV��

$�NH\�HOHPHQW�RI�RXU�JURZWK�VWUDWHJ\�LV�H[SDQVLRQ�WKURXJK�WKH�DFTXLVLWLRQ�RI�DGGLWLRQDO�KRVSLWDOV�LQ�VHOHFW�PDUNHWV��7KH�
FRPSHWLWLRQ�WR�DFTXLUH�KRVSLWDOV�LV�VLJQLILFDQW��:H�IDFH�FRPSHWLWLRQ�IRU�DFTXLVLWLRQ�FDQGLGDWHV�SULPDULO\�IURP�RWKHU�IRU�SURILW�KHDOWK�
FDUH�FRPSDQLHV��DV�ZHOO�DV�IURP�QRW�IRU�SURILW�HQWLWLHV��6RPH�RI�RXU�FRPSHWLWRUV�KDYH�JUHDWHU�UHVRXUFHV�WKDQ�ZH�GR��:H�LQWHQG�WR�
VHOHFWLYHO\�VHHN�RSSRUWXQLWLHV�WR�H[SDQG�RXU�EDVH�RI�RSHUDWLRQV�E\�DGKHULQJ�WR�RXU�GLVFLSOLQHG�SURJUDP�RI�UDWLRQDO�JURZWK��EXW�PD\�QRW�
EH�VXFFHVVIXO�LQ�DFFRPSOLVKLQJ�DFTXLVLWLRQV�RQ�IDYRUDEOH�WHUPV��

Relationship with Universal Health Realty Income Trust 

$W�'HFHPEHU�����������ZH�KHOG�DSSUR[LPDWHO\������RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��WKH�
³7UXVW´���:H�VHUYH�DV�$GYLVRU�WR�WKH�7UXVW�XQGHU�DQ�DQQXDOO\�UHQHZDEOH�DGYLVRU\�DJUHHPHQW��ZKLFK�LV�VFKHGXOHG�WR�H[SLUH�RQ�
'HFHPEHU���VW�RI�HDFK�\HDU��SXUVXDQW�WR�WKH�WHUPV�RI�ZKLFK�ZH�FRQGXFW�WKH�7UXVW¶V�GD\�WR�GD\�DIIDLUV��SURYLGH�DGPLQLVWUDWLYH�VHUYLFHV�
DQG�SUHVHQW�LQYHVWPHQW�RSSRUWXQLWLHV���7KH�DGYLVRU\�DJUHHPHQW�ZDV�$PHQGHG�DQG�5HVWDWHG�HIIHFWLYH�-DQXDU\�����������$PRQJ�RWKHU�
WKLQJV��WKH�$PHQGHG�DQG�5HVWDWHG�$GYLVRU\�$JUHHPHQW��WKH�³$JUHHPHQW´��HOLPLQDWHG�WKH�����DQQXDO�LQFHQWLYH�IHH�FODXVH�ZKLFK�ZH�
ZHUH�SUHYLRXVO\�HQWLWOHG�WR�XQGHU�FHUWDLQ�FRQGLWLRQV��WKH�LQFHQWLYH�IHH�UHTXLUHPHQWV�KDYH�QHYHU�EHHQ�DFKLHYHG����7KH�DGYLVRU\�
DJUHHPHQW�ZDV�UHQHZHG�E\�WKH�7UXVW�IRU������DW�WKH�VDPH�UDWH�DV�WKH�SULRU�WKUHH�\HDUV��SURYLGLQJ�IRU�DQ�DGYLVRU\�FRPSXWDWLRQ�DW�������
RI�WKH�7UXVW¶V�DYHUDJH�LQYHVWHG�UHDO�HVWDWH�DVVHWV��:H�HDUQHG�DQ�DGYLVRU\�IHH�IURP�WKH�7UXVW��ZKLFK�LV�LQFOXGHG�LQ�QHW�UHYHQXHV�LQ�WKH�
DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��RI�DSSUR[LPDWHO\������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ������DQG������
PLOOLRQ�GXULQJ�������

,Q�DGGLWLRQ��FHUWDLQ�RI�RXU�RIILFHUV�DQG�GLUHFWRUV�DUH�DOVR�RIILFHUV�DQG�RU�GLUHFWRUV�RI�WKH�7UXVW��0DQDJHPHQW�EHOLHYHV�WKDW�LW�KDV�
WKH�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW�LQIOXHQFH�RYHU�WKH�7UXVW��WKHUHIRUH�ZH�DFFRXQW�IRU�RXU�LQYHVWPHQW�LQ�WKH�7UXVW�XVLQJ�WKH�HTXLW\�
PHWKRG�RI�DFFRXQWLQJ��

2XU�SUH�WD[�VKDUH�RI�LQFRPH�IURP�WKH�7UXVW�ZDV������PLOOLRQ�DQG������PLOOLRQ�GXULQJ������DQG�������UHVSHFWLYHO\��ZKLFK�DUH�
LQFOXGHG�LQ�RWKHU�LQFRPH��QHW��RQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH�IRU�HDFK�\HDU��2XU�SUH�WD[�VKDUH�RI�LQFRPH�
IURP�WKH�7UXVW�ZDV������PLOOLRQ�GXULQJ�������ZKLFK�LV�LQFOXGHG�LQ�QHW�UHYHQXHV�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�
LQFRPH��,QFOXGHG�LQ�RXU�VKDUH�RI�WKH�7UXVW¶V�LQFRPH�IRU������ZDV�D�JDLQ�UHDOL]HG�E\�WKH�7UXVW�LQ�FRQQHFWLRQ�ZLWK�D�GLYHVWLWXUH�RI�
SURSHUW\�WKDW�ZDV�FRPSOHWHG�GXULQJ�WKH�ILUVW�TXDUWHU�RI�������DV�ZHOO�DV�JDLQ�UHFRUGHG�LQ�FRQQHFWLRQ�ZLWK�KXUULFDQH�UHODWHG�LQVXUDQFH�
SURFHHGV��:H�UHFHLYHG�GLYLGHQGV�IURP�WKH�7UXVW�DPRXQWLQJ�WR������PLOOLRQ�GXULQJ�HDFK�RI������������DQG���������

7KH�FDUU\LQJ�YDOXH�RI�RXU�LQYHVWPHQW�LQ�WKH�7UXVW�ZDV������PLOOLRQ�DQG������PLOOLRQ�DW�'HFHPEHU����������DQG�������
UHVSHFWLYHO\��DQG�LV�LQFOXGHG�LQ�RWKHU�DVVHWV�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV��7KH�PDUNHW�YDOXH�RI�RXU�LQYHVWPHQW�LQ�
WKH�7UXVW�ZDV�������PLOOLRQ�DW�'HFHPEHU����������DQG�������PLOOLRQ�DW�'HFHPEHU�����������EDVHG�RQ�WKH�FORVLQJ�SULFH�RI�WKH�7UXVW¶V�
VWRFN�RQ�WKH�UHVSHFWLYH�GDWHV��

7KH�7UXVW�FRPPHQFHG�RSHUDWLRQV�LQ������E\�SXUFKDVLQJ�FHUWDLQ�KRVSLWDO�SURSHUWLHV�IURP�XV�DQG�LPPHGLDWHO\�OHDVLQJ�WKH�
SURSHUWLHV�EDFN�WR�RXU�UHVSHFWLYH�VXEVLGLDULHV��0RVW�RI�WKH�OHDVHV�ZHUH�HQWHUHG�LQWR�DW�WKH�WLPH�WKH�7UXVW�FRPPHQFHG�RSHUDWLRQV�DQG�
SURYLGHG�IRU�LQLWLDO�WHUPV�RI����WR����\HDUV�ZLWK�XS�WR�VL[�DGGLWLRQDO���\HDU�UHQHZDO�WHUPV��(DFK�OHDVH�DOVR�SURYLGHG�IRU�DGGLWLRQDO�RU�
ERQXV�UHQWDO��DV�GLVFXVVHG�EHORZ��7KH�EDVH�UHQWV�DUH�SDLG�PRQWKO\�DQG�WKH�ERQXV�UHQWV�DUH�FRPSXWHG�DQG�SDLG�RQ�D�TXDUWHUO\�EDVLV��
EDVHG�XSRQ�D�FRPSXWDWLRQ�WKDW�FRPSDUHV�FXUUHQW�TXDUWHU�UHYHQXH�WR�D�FRUUHVSRQGLQJ�TXDUWHU�LQ�WKH�EDVH�\HDU��7KH�OHDVHV�ZLWK�WKRVH�
VXEVLGLDULHV�DUH�XQFRQGLWLRQDOO\�JXDUDQWHHG�E\�XV�DQG�DUH�FURVV�GHIDXOWHG�ZLWK�RQH�DQRWKHU��



���

7RWDO�UHQW�H[SHQVH�XQGHU�WKH�RSHUDWLQJ�OHDVHV�RQ�WKH�WKUHH�KRVSLWDO�IDFLOLWLHV�ZLWK�WKH�7UXVW�ZDV�������PLOOLRQ�GXULQJ������DQG�
������PLOOLRQ�GXULQJ�HDFK�RI������DQG��������3XUVXDQW�WR�WKH�WHUPV�RI�WKH�WKUHH�KRVSLWDO�OHDVHV�ZLWK�WKH�7UXVW��ZH�KDYH�WKH�RSWLRQ�WR�
UHQHZ�WKH�OHDVHV�DW�WKH�OHDVH�WHUPV�GHVFULEHG�DERYH�E\�SURYLGLQJ�QRWLFH�WR�WKH�7UXVW�DW�OHDVW����GD\V�SULRU�WR�WKH�WHUPLQDWLRQ�RI�WKH�WKHQ�
FXUUHQW�WHUP��:H�DOVR�KDYH�WKH�ULJKW�WR�SXUFKDVH�WKH�UHVSHFWLYH�OHDVHG�KRVSLWDOV�DW�WKH�HQG�RI�WKH�OHDVH�WHUPV�RU�DQ\�UHQHZDO�WHUPV�DW�
WKHLU�DSSUDLVHG�IDLU�PDUNHW�YDOXH�DV�ZHOO�DV�SXUFKDVH�DQ\�RU�DOO�RI�WKH�WKUHH�OHDVHG�KRVSLWDO�SURSHUWLHV�DW�WKH�DSSUDLVHG�IDLU�PDUNHW�YDOXH�
XSRQ�RQH�PRQWK¶V�QRWLFH�VKRXOG�D�FKDQJH�RI�FRQWURO�RI�WKH�7UXVW�RFFXU���,Q�DGGLWLRQ��ZH�KDYH�ULJKWV�RI�ILUVW�UHIXVDO�WR���L��SXUFKDVH�WKH�
UHVSHFWLYH�OHDVHG�IDFLOLWLHV�GXULQJ�DQG�IRU�����GD\V�DIWHU�WKH�OHDVH�WHUPV�DW�WKH�VDPH�SULFH��WHUPV�DQG�FRQGLWLRQV�RI�DQ\�WKLUG�SDUW\�
RIIHU��RU���LL��UHQHZ�WKH�OHDVH�RQ�WKH�UHVSHFWLYH�OHDVHG�IDFLOLW\�DW�WKH�HQG�RI��DQG�IRU�����GD\V�DIWHU��WKH�OHDVH�WHUP�DW�WKH�VDPH�WHUPV�DQG�
FRQGLWLRQV�SXUVXDQW�WR�DQ\�WKLUG�SDUW\�RIIHU������

7KH�WDEOH�EHORZ�GHWDLOV�WKH�UHQHZDO�RSWLRQV�DQG�WHUPV�IRU�HDFK�RI�RXU�WKUHH�DFXWH�FDUH�KRVSLWDO�IDFLOLWLHV�OHDVHG�IURP�WKH�7UXVW��
�

+RVSLWDO�1DPH� �� ��

$QQXDO�
0LQLPXP�
5HQW � �� (QG�RI�/HDVH�7HUP���

5HQHZDO�
7HUP�
�\HDUV� � ��

0F$OOHQ�0HGLFDO�&HQWHU� � � � ���������� � 'HFHPEHU��������� �� �� �D�
:HOOLQJWRQ�5HJLRQDO�0HGLFDO�&HQWHU� � � � ���������� � 'HFHPEHU��������� �� ��� �E�
6RXWKZHVW�+HDOWKFDUH�6\VWHP��,QODQG�9DOOH\�&DPSXV� � � � ���������� � 'HFHPEHU��������� �� ��� �E�

�
�D�� :H�KDYH�RQH���\HDU�UHQHZDO�RSWLRQ�DW�H[LVWLQJ�OHDVH�UDWHV��WKURXJK��������
�E�� :H�KDYH�WZR���\HDU�UHQHZDO�RSWLRQV�DW�IDLU�PDUNHW�YDOXH�OHDVH�UDWHV�������WKURXJK��������

,Q�DGGLWLRQ��FHUWDLQ�RI�RXU�VXEVLGLDULHV�DUH�WHQDQWV�LQ�YDULRXV�PHGLFDO�RIILFH�EXLOGLQJV�DQG�WZR�IUHH�VWDQGLQJ�HPHUJHQF\�
GHSDUWPHQWV�RZQHG�E\�WKH�7UXVW�RU�E\�OLPLWHG�OLDELOLW\�FRPSDQLHV�LQ�ZKLFK�WKH�7UXVW�KROGV�����WR������RI�WKH�RZQHUVKLS�LQWHUHVW����

'XULQJ�WKH�WKLUG�TXDUWHU�RI�������WKH�7UXVW�FRPPHQFHG�FRQVWUXFWLRQ�RQ�D�QHZ��������UHQWDEOH�VTXDUH�IHHW�02%�WKDW�ZLOO�EH�
ORFDWHG�RQ�WKH�FDPSXV�RI�7H[RPD�0HGLFDO�&HQWHU��D�KRVSLWDO�WKDW�LV�RZQHG�DQG�RSHUDWHG�E\�RQH�RI�RXU�VXEVLGLDULHV���,Q�FRQQHFWLRQ�
ZLWK�WKLV�02%��D�PDVWHU�IOH[�OHDVH�KDV�EHHQ�H[HFXWHG�EHWZHHQ�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�RXUV�DQG�D�7UXVW�OLPLWHG�SDUWQHUVKLS�WKDW�
RZQV�WKH�02%���3XUVXDQW�WR�WKH�WHUPV�RI�WKLV�PDVWHU�IOH[�OHDVH��RXU�VXEVLGLDU\�ZLOO�PDVWHU�OHDVH�DSSUR[LPDWHO\�����RI�WKH�UHQWDEOH�
VTXDUH�IHHW�RI�WKH�02%��ZKLFK�FRXOG�EH�UHGXFHG�GXULQJ�WKH�WHUP�LI�FHUWDLQ�FRQGLWLRQV�DUH�PHW��IRU�D�WHQ�\HDU�WHUP�DW�DQ�LQLWLDO�
PLQLPXP�DQQXDO�UHQW�RI�����������

'XULQJ�WKH�WKLUG�TXDUWHU�RI�������D�MRLQW�YHQWXUH�DJUHHPHQW�EHWZHHQ�XV�DQG�D�QRQ�UHODWHG�WKLUG�SDUW\�ZDV�ILQDOL]HG�LQ�FRQQHFWLRQ�
ZLWK�WKH�GHYHORSPHQW�RI�D�QHZO\�FRQVWUXFWHG�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLW\�ORFDWHG�LQ�&OLYH��,RZD���3XUVXDQW�WR�WKH�WHUPV�RI�WKH�
DJUHHPHQW��ZH�KROG�D�PDMRULW\�RZQHUVKLS�LQWHUHVW�LQ�WKH�YHQWXUH�DQG�ZLOO�DFW�DV�PDQDJHU�RI�WKH�IDFLOLW\�ZKHQ�FRPSOHWHG�DQG�RSHQHG���
7KLV�MRLQW�YHQWXUH�DOVR�HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�WKH�7UXVW�ZKHUHE\�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�WKH�7UXVW�ZLOO�FRQVWUXFW�WKH�
����EHG�EHKDYLRUDO�KHDOWK�FDUH�KRVSLWDO�DQG��XSRQ�FRPSOHWLRQ�DQG�LVVXDQFH�RI�WKH�FHUWLILFDWH�RI�RFFXSDQF\��WKH�MRLQW�YHQWXUH�ZLOO�OHDVH�
WKH�IDFLOLW\�IURP�WKH�7UXVW�SXUVXDQW�WR�D����\HDU��WULSOH�QHW�OHDVH�ZLWK�ILYH�����\HDU�UHQHZDO�RSWLRQV���&RQVWUXFWLRQ�RI�WKH�DSSUR[LPDWHO\�
�������VTXDUH�IRRW�KRVSLWDO��IRU�ZKLFK�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�RXUV�ZLOO�DFW�DV�SURMHFW�PDQDJHU�IRU�DQ�DJJUHJDWH�IHH�RI�
DSSUR[LPDWHO\�����������LV�H[SHFWHG�WR�EH�FRPSOHWHG�LQ�ODWH��������7KH�DSSUR[LPDWH�FRVW�RI�WKH�SURMHFW�LV�HVWLPDWHG�DW�������PLOOLRQ�
DQG�WKH�LQLWLDO�DQQXDO�UHQW�LV�HVWLPDWHG�DW�DSSUR[LPDWHO\������PLOOLRQ��

Executive Officers of the Registrant 

7KH�H[HFXWLYH�RIILFHUV��ZKRVH�WHUPV�ZLOO�H[SLUH�DW�VXFK�WLPH�DV�WKHLU�VXFFHVVRUV�DUH�HOHFWHG��DUH�DV�IROORZV��

1DPH�DQG�$JH� � 3UHVHQW�3RVLWLRQ�ZLWK�WKH�&RPSDQ\�
$ODQ�%��0LOOHU������ � &KDLUPDQ�RI�WKH�%RDUG�DQG�&KLHI�([HFXWLYH�2IILFHU�
0DUF�'��0LOOHU������ � 3UHVLGHQW�DQG�'LUHFWRU�
6WHYH�*��)LOWRQ������ � ([HFXWLYH�9LFH�3UHVLGHQW��&KLHI�)LQDQFLDO�2IILFHU�DQG�6HFUHWDU\�
0DUYLQ�*��3HPEHU������ � ([HFXWLYH�9LFH�3UHVLGHQW��3UHVLGHQW�RI�$FXWH�&DUH�'LYLVLRQ�
0DWWKHZ�-��3HWHUVRQ������ � ([HFXWLYH�9LFH�3UHVLGHQW��3UHVLGHQW�RI�%HKDYLRUDO�+HDOWK�'LYLVLRQ�
�

0U��$ODQ�%��0LOOHU�KDV�EHHQ�&KDLUPDQ�RI�WKH�%RDUG�DQG�&KLHI�([HFXWLYH�2IILFHU�VLQFH�LQFHSWLRQ�DQG�DOVR�VHUYHG�DV�3UHVLGHQW�
IURP�LQFHSWLRQ�XQWLO�0D\��������3ULRU�WKHUHWR��KH�ZDV�3UHVLGHQW��&KDLUPDQ�RI�WKH�%RDUG�DQG�&KLHI�([HFXWLYH�2IILFHU�RI�$PHULFDQ�
0HGLFRUS��,QF��+H�FXUUHQWO\�VHUYHV�DV�&KDLUPDQ�RI�WKH�%RDUG��&KLHI�([HFXWLYH�2IILFHU�DQG�3UHVLGHQW�RI�8QLYHUVDO�+HDOWK�5HDOW\�
,QFRPH�7UXVW��+H�LV�WKH�IDWKHU�RI�0DUF�'��0LOOHU��RXU�3UHVLGHQW�DQG�'LUHFWRU��

0U��0DUF�'��0LOOHU�ZDV�HOHFWHG�3UHVLGHQW�LQ�0D\�������DQG�SULRU�WKHUHWR�VHUYHG�DV�6HQLRU�9LFH�3UHVLGHQW�DQG�FR�KHDG�RI�RXU�
$FXWH�&DUH�+RVSLWDOV�VLQFH�������+H�ZDV�HOHFWHG�D�'LUHFWRU�LQ�0D\�������DQG�9LFH�3UHVLGHQW�LQ�������+H�KDV�VHUYHG�LQ�YDULRXV�



���

FDSDFLWLHV�UHODWHG�WR�RXU�DFXWH�FDUH�GLYLVLRQ�VLQFH�������+H�ZDV�HOHFWHG�WR�WKH�%RDUG�RI�7UXVWHHV�RI�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�
7UXVW�LQ�'HFHPEHU��������,Q�$XJXVW��������KH�ZDV�DSSRLQWHG�WR�WKH�%RDUG�RI�'LUHFWRUV�RI�3UHPLHU��,QF���D�SXEOLFO\�WUDGHG�KHDOWKFDUH�
SHUIRUPDQFH�LPSURYHPHQW�DOOLDQFH���6HH�1RWH���WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�Relationship with Universal Health Realty 
Income Trust and Other Related Party Transactions�IRU�DGGLWLRQDO�GLVFORVXUH�UHJDUGLQJ�WKH�&RPSDQ\¶V�JURXS�SXUFKDVLQJ�RUJDQL]DWLRQ�
DJUHHPHQW�ZLWK�3UHPLHU��,QF��0DUF�'��0LOOHU�LV�WKH�VRQ�RI�$ODQ�%��0LOOHU��RXU�&KDLUPDQ�RI�WKH�%RDUG�DQG�&KLHI�([HFXWLYH�2IILFHU��

0U��)LOWRQ�ZDV�HOHFWHG�([HFXWLYH�9LFH�3UHVLGHQW�LQ������DQG�FRQWLQXHV�WR�VHUYH�DV�&KLHI�)LQDQFLDO�2IILFHU�VLQFH�KLV�DSSRLQWPHQW�
LQ�������+H�KDV�DOVR�VHUYHG�DV�6HFUHWDU\�VLQFH��������+H�KDG�VHUYHG�DV�6HQLRU�9LFH�3UHVLGHQW�VLQFH�������DV�9LFH�3UHVLGHQW�DQG�
&RQWUROOHU�VLQFH�������DQG�DV�'LUHFWRU�RI�&RUSRUDWH�$FFRXQWLQJ�VLQFH�������

0U��3HPEHU�ZDV�HOHFWHG�([HFXWLYH�9LFH�3UHVLGHQW�LQ������DQG�FRQWLQXHV�WR�VHUYH�DV�3UHVLGHQW�RI�RXU�$FXWH�&DUH�'LYLVLRQ�VLQFH�
FRPPHQFHPHQW�RI�KLV�HPSOR\PHQW�ZLWK�XV�LQ��������+H�KDG�VHUYHG�DV�6HQLRU�9LFH�3UHVLGHQW�VLQFH��������+H�ZDV�IRUPHUO\�HPSOR\HG�
IRU����\HDUV�DW�,QGLDQD�8QLYHUVLW\�+HDOWK��,QF���IRUPHUO\�NQRZQ�DV�&ODULDQ�+HDOWK�3DUWQHUV��,QF����D�QRQSURILW�KRVSLWDO�V\VWHP�WKDW�
RSHUDWHV�PXOWLSOH�IDFLOLWLHV�LQ�,QGLDQD��ZKHUH�KH�VHUYHG�DV�([HFXWLYH�9LFH�3UHVLGHQW�DQG�&KLHI�)LQDQFLDO�2IILFHU��

0U��3HWHUVRQ¶V�HPSOR\PHQW�ZLWK�XV�FRPPHQFHG�LQ�6HSWHPEHU�������DV�([HFXWLYH�9LFH�3UHVLGHQW�DQG�3UHVLGHQW�RI�RXU�
%HKDYLRUDO�+HDOWK�'LYLVLRQ���+H�ZDV�IRUPHUO\�HPSOR\HG�DW�8QLWHG+HDOWK�*URXS�IRU����\HDUV�VHUYLQJ�LQ�YDULRXV�FDSDFLWLHV�LQFOXGLQJ�
&KLHI�2SHUDWLQJ�2IILFHU�IRU�2SWXP*RYHUQPHQW��D�KHDOWK�VHUYLFHV�DQG�WHFKQRORJ\�FRPSDQ\��DV�ZHOO�DV�YDULRXV�RWKHU�6HQLRU�9LFH�
3UHVLGHQW�9LFH�3UHVLGHQW�UROHV���,Q�DGGLWLRQ�WR�KLV�FLYLOLDQ�EXVLQHVV�FDUHHU��0U��3HWHUVRQ�KDV�VHUYHG�IRU�QHDUO\����\HDUV�DV�D�PHPEHU�RI�
WKH�8QLWHG�6WDWHV�0LOLWDU\��FXUUHQWO\�D�&RORQHO�DQG�KRVSLWDO�KHDOWKFDUH�DGPLQLVWUDWRU�LQ�WKH�$LU�1DWLRQDO�*XDUG������

,7(0��$�� Risk Factors�

:H�DUH�VXEMHFW�WR�QXPHURXV�NQRZQ�DQG�XQNQRZQ�ULVNV��PDQ\�RI�ZKLFK�DUH�GHVFULEHG�EHORZ�DQG�HOVHZKHUH�LQ�WKLV�$QQXDO�
5HSRUW��$Q\�RI�WKH�HYHQWV�GHVFULEHG�EHORZ�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�
RSHUDWLRQV��$GGLWLRQDO�ULVNV�DQG�XQFHUWDLQWLHV�WKDW�ZH�DUH�QRW�DZDUH�RI��RU�WKDW�ZH�FXUUHQWO\�GHHP�WR�EH�LPPDWHULDO��FRXOG�DOVR�LPSDFW�
RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV��

A significant portion of our revenue is produced by facilities located in Texas, Nevada and California. 

7H[DV��:H�RZQ���LQSDWLHQW�DFXWH�FDUH�KRVSLWDOV�DQG����LQSDWLHQW�EHKDYLRUDO�KHDOWKFDUH�IDFLOLWLHV�DV�OLVWHG�LQ�Item 2. Properties��
2Q�D�FRPELQHG�EDVLV��WKHVH�IDFLOLWLHV�FRQWULEXWHG�����RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�GXULQJ�HDFK�RI������DQG������DQG�����LQ�
�������2Q�D�FRPELQHG�EDVLV��DIWHU�GHGXFWLQJ�DQ�DOORFDWLRQ�IRU�FRUSRUDWH�RYHUKHDG�H[SHQVH��WKHVH�IDFLOLWLHV�JHQHUDWHG�����LQ�����������
LQ������DQG�����LQ�������RI�RXU�LQFRPH�IURP�RSHUDWLRQV�DIWHU�QHW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVW��

1HYDGD��:H�RZQ���LQSDWLHQW�DFXWH�FDUH�KRVSLWDOV�DQG���LQSDWLHQW�EHKDYLRUDO�KHDOWKFDUH�IDFLOLWLHV�DV�OLVWHG�LQ�Item 2. Properties��
2Q�D�FRPELQHG�EDVLV��WKHVH�IDFLOLWLHV�FRQWULEXWHG�����RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�GXULQJ������DQG�����GXULQJ�HDFK�RI������DQG�
�������2Q�D�FRPELQHG�EDVLV��DIWHU�GHGXFWLQJ�DQ�DOORFDWLRQ�IRU�FRUSRUDWH�RYHUKHDG�H[SHQVH��WKHVH�IDFLOLWLHV�JHQHUDWHG�����LQ�����������
LQ������DQG�����LQ�������RI�RXU�LQFRPH�IURP�RSHUDWLRQV�DIWHU�QHW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVW��

&DOLIRUQLD��:H�RZQ���LQSDWLHQW�DFXWH�FDUH�KRVSLWDOV�DQG���LQSDWLHQW�EHKDYLRUDO�KHDOWKFDUH�IDFLOLWLHV�DV�OLVWHG�LQ�Item 2. 
Properties��2Q�D�FRPELQHG�EDVLV��WKHVH�IDFLOLWLHV�FRQWULEXWHG�����RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�GXULQJ�HDFK�RI������������DQG�
������2Q�D�FRPELQHG�EDVLV��DIWHU�GHGXFWLQJ�DQ�DOORFDWLRQ�IRU�FRUSRUDWH�RYHUKHDG�H[SHQVH��WKHVH�IDFLOLWLHV�JHQHUDWHG�����LQ�����������
LQ������DQG�����LQ������RI�RXU�LQFRPH�IURP�RSHUDWLRQV�DIWHU�QHW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVW��

7KH�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXHV�DQG�HDUQLQJV�GHULYHG�IURP�WKHVH�IDFLOLWLHV�PDNHV�XV�SDUWLFXODUO\�VHQVLWLYH�WR�OHJLVODWLYH��
UHJXODWRU\��HFRQRPLF��HQYLURQPHQWDO�DQG�FRPSHWLWLRQ�FKDQJHV�LQ�7H[DV��1HYDGD�DQG�&DOLIRUQLD��$Q\�PDWHULDO�FKDQJH�LQ�WKH�FXUUHQW�
SD\PHQW�SURJUDPV�RU�UHJXODWRU\��HFRQRPLF��HQYLURQPHQWDO�RU�FRPSHWLWLYH�FRQGLWLRQV�LQ�WKHVH�VWDWHV�FRXOG�KDYH�D�GLVSURSRUWLRQDWH�
HIIHFW�RQ�RXU�RYHUDOO�EXVLQHVV�UHVXOWV��

Our revenues and results of operations are significantly affected by payments received from the government and other third 
party payers. 

:H�GHULYH�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�UHYHQXH�IURP�WKLUG�SDUW\�SD\HUV��LQFOXGLQJ�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV��
&KDQJHV�LQ�WKHVH�JRYHUQPHQW�SURJUDPV�LQ�UHFHQW�\HDUV�KDYH�UHVXOWHG�LQ�OLPLWDWLRQV�RQ�UHLPEXUVHPHQW�DQG��LQ�VRPH�FDVHV��UHGXFHG�
OHYHOV�RI�UHLPEXUVHPHQW�IRU�KHDOWKFDUH�VHUYLFHV��3D\PHQWV�IURP�IHGHUDO�DQG�VWDWH�JRYHUQPHQW�SURJUDPV�DUH�VXEMHFW�WR�VWDWXWRU\�DQG�
UHJXODWRU\�FKDQJHV��DGPLQLVWUDWLYH�UXOLQJV��LQWHUSUHWDWLRQV�DQG�GHWHUPLQDWLRQV��UHTXLUHPHQWV�IRU�XWLOL]DWLRQ�UHYLHZ��DQG�IHGHUDO�DQG�
VWDWH�IXQGLQJ�UHVWULFWLRQV��DOO�RI�ZKLFK�FRXOG�PDWHULDOO\�LQFUHDVH�RU�GHFUHDVH�SURJUDP�SD\PHQWV��DV�ZHOO�DV�DIIHFW�WKH�FRVW�RI�SURYLGLQJ�
VHUYLFH�WR�SDWLHQWV�DQG�WKH�WLPLQJ�RI�SD\PHQWV�WR�IDFLOLWLHV��:H�DUH�XQDEOH�WR�SUHGLFW�WKH�HIIHFW�RI�UHFHQW�DQG�IXWXUH�SROLF\�FKDQJHV�RQ�



���

RXU�RSHUDWLRQV��,Q�DGGLWLRQ��WKH�XQFHUWDLQW\�DQG�ILVFDO�SUHVVXUHV�SODFHG�XSRQ�IHGHUDO�DQG�VWDWH�JRYHUQPHQWV�DV�D�UHVXOW�RI��DPRQJ�RWKHU�
WKLQJV��GHWHULRUDWLRQ�LQ�JHQHUDO�HFRQRPLF�FRQGLWLRQV�DQG�WKH�IXQGLQJ�UHTXLUHPHQWV�IURP�WKH�IHGHUDO�KHDOWKFDUH�UHIRUP�OHJLVODWLRQ��PD\�
DIIHFW�WKH�DYDLODELOLW\�RI�WD[SD\HU�IXQGV�IRU�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV��,Q�DGGLWLRQ��WKH�YDVW�PDMRULW\�RI�WKH�QHW�UHYHQXHV�
JHQHUDWHG�DW�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�ORFDWHG�LQ�WKH�8QLWHG�.LQJGRP�DUH�GHULYHG�IURP�JRYHUQPHQWDO�SD\HUV��,I�WKH�UDWHV�SDLG�RU�
WKH�VFRSH�RI�VHUYLFHV�FRYHUHG�E\�JRYHUQPHQWDO�SD\HUV�LQ�WKH�8QLWHG�6WDWHV�RU�8QLWHG�.LQJGRP�DUH�UHGXFHG��WKHUH�FRXOG�EH�D�PDWHULDO�
DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�SRVLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV��

:H�UHFHLYH�0HGLFDLG�UHYHQXHV�LQ�H[FHVV�RI������PLOOLRQ�DQQXDOO\�IURP�HDFK�RI�&DOLIRUQLD��7H[DV��1HYDGD��:DVKLQJWRQ��
'�&���3HQQV\OYDQLD�DQG�,OOLQRLV��PDNLQJ�XV�SDUWLFXODUO\�VHQVLWLYH�WR�UHGXFWLRQV�LQ�0HGLFDLG�DQG�RWKHU�VWDWH�EDVHG�UHYHQXH�SURJUDPV�DV�
ZHOO�DV�UHJXODWRU\��HFRQRPLF��HQYLURQPHQWDO�DQG�FRPSHWLWLYH�FKDQJHV�LQ�WKRVH�VWDWHV��

,Q�DGGLWLRQ�WR�FKDQJHV�LQ�JRYHUQPHQW�UHLPEXUVHPHQW�SURJUDPV��RXU�DELOLW\�WR�QHJRWLDWH�IDYRUDEOH�FRQWUDFWV�ZLWK�SULYDWH�SD\HUV��
LQFOXGLQJ�PDQDJHG�FDUH�RUJDQL]DWLRQV��VLJQLILFDQWO\�DIIHFWV�WKH�UHYHQXHV�DQG�RSHUDWLQJ�UHVXOWV�RI�RXU�KRVSLWDOV��3ULYDWH�SD\HUV��
LQFOXGLQJ�PDQDJHG�FDUH�RUJDQL]DWLRQV��LQFUHDVLQJO\�DUH�GHPDQGLQJ�WKDW�ZH�DFFHSW�ORZHU�UDWHV�RI�SD\PHQW��

:H�H[SHFW�FRQWLQXHG�WKLUG�SDUW\�HIIRUWV�WR�DJJUHVVLYHO\�PDQDJH�UHLPEXUVHPHQW�OHYHOV�DQG�FRVW�FRQWUROV��5HGXFWLRQV�LQ�
UHLPEXUVHPHQW�DPRXQWV�UHFHLYHG�IURP�WKLUG�SDUW\�SD\HUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ�DQG�RXU�UHVXOWV�
RI�RSHUDWLRQV��

Reductions or changes in Medicare and Medicaid funding could have a material adverse effect on our future results of 
operations. 

7KH�%XGJHW�&RQWURO�$FW�RI�������WKH�³Budget Control Act´��PDQGDWHG�VLJQLILFDQW�UHGXFWLRQV�LQ�IHGHUDO�VSHQGLQJ�IRU�ILVFDO�\HDUV�
�����������LQFOXGLQJ�D�UHGXFWLRQ�RI����RQ�DOO�0HGLFDUH�SD\PHQWV�GXULQJ�WKLV�SHULRG��6XEVHTXHQW�OHJLVODWLRQ�HQDFWHG�E\�&RQJUHVV�
H[WHQGHG�WKHVH�UHGXFWLRQV�WKURXJK�������7KHUH�LV�D�VXEVWDQWLDO�ULVN�WKDW�&RQJUHVV�FRXOG�DFW�WR�H[WHQG�RU�LQFUHDVH�WKHVH�DFURVV�WKH�
ERDUG�UHGXFWLRQV���7KH�SURSRVHG������IHGHUDO�EXGJHW�FDOOV�IRU�DQ������ELOOLRQ�UHGXFWLRQ�LQ�0HGLFDUH�VSHQGLQJ�DQG�D������WULOOLRQ�
UHGXFWLRQ�LQ�0HGLFDLG�VSHQGLQJ�RYHU�WKH�QH[W�GHFDGH���,W�LV�LPSRVVLEOH�WR�SUHGLFW�ZKDW�SRUWLRQ��LI�DQ\��RI�WKHVH�SURSRVHG�IHGHUDO�KHDOWK�
FDUH�VSHQGLQJ�UHGXFWLRQV�ZLOO�EH�LQFOXGHG�LQ�D�&RQJUHVVLRQDOO\�DSSURYHG�EXGJHW��3OHDVH�VHH�Item 7. Management’s Discussion and 
Analysis of Financial Condition and Results of Operations, Sources of Revenue-Medicare��IRU�DGGLWLRQDO�GLVFORVXUH��

%HJLQQLQJ�LQ������DQG�FRQWLQXLQJ�WKURXJK�������WKH�0HGLFDLG�GLVSURSRUWLRQDWH�VKDUH�KRVSLWDO��³'6+´��DOORWPHQW�WR�WKH�VWDWHV�
IURP�IHGHUDO�IXQGV�ZLOO�EH�UHGXFHG��6XFK�UHGXFWLRQV�KDYH�EHHQ�GHOD\HG�VHYHUDO�WLPHV��PRVW�UHFHQWO\�XQGHU�WKH�)XUWKHU�&RQVROLGDWHG�
$SSURSULDWLRQV�$FW��������ZKLFK�IXUWKHU�GHOD\V�WKH�'6+�WKURXJK�0D\�����������&RPPHQFLQJ�LQ������DQG�FRQWLQXLQJ�WKURXJK�������D�
VWDWH¶V�0HGLFDLG�'6+�DOORWPHQW�IURP�IHGHUDO�IXQGV�ZLOO�EH�UHGXFHG��,QLWLDOO\��'6+�SD\PHQWV�ZLOO�EH�UHGXFHG�E\����ELOOLRQ�LQ�������
DQG�WKHQ����ELOOLRQ�SHU�\HDU�EHWZHHQ������DQG�������5HGXFWLRQV�DUH�LPSRVHG�RQ�VWDWHV�EDVHG�RQ�SHUFHQWDJH�RI�XQLQVXUHG�LQGLYLGXDOV��
0HGLFDLG�XWLOL]DWLRQ��DQG�XQFRPSHQVDWHG�FDUH��

We are subject to uncertainties regarding health care reform. 

2Q�0DUFK�����������3UHVLGHQW�2EDPD�VLJQHG�LQWR�ODZ�WKH�3DWLHQW�3URWHFWLRQ�DQG�$IIRUGDEOH�&DUH�$FW��WKH�³/HJLVODWLRQ´���7ZR�
SULPDU\�JRDOV�RI�WKH�/HJLVODWLRQ�DUH�WR�SURYLGH�IRU�LQFUHDVHG�DFFHVV�WR�FRYHUDJH�IRU�KHDOWKFDUH�DQG�WR�UHGXFH�KHDOWKFDUH�UHODWHG�
H[SHQVHV��

$OWKRXJK�LW�ZDV�H[SHFWHG�WKDW�DV�D�UHVXOW�RI�WKH�/HJLVODWLRQ�WKHUH�ZRXOG�EH�D�UHGXFWLRQ�LQ�XQLQVXUHG�SDWLHQWV��ZKLFK�ZRXOG�
UHGXFH�RXU�H[SHQVH�IURP�XQFROOHFWLEOH�DFFRXQWV�UHFHLYDEOH��WKH�/HJLVODWLRQ�PDNHV�D�QXPEHU�RI�RWKHU�FKDQJHV�WR�0HGLFDUH�DQG�
0HGLFDLG�ZKLFK�ZH�EHOLHYH�PD\�KDYH�DQ�DGYHUVH�LPSDFW�RQ�XV��,W�KDV�EHHQ�SURMHFWHG�WKDW�WKH�/HJLVODWLRQ�ZLOO�UHVXOW�LQ�D�QHW�UHGXFWLRQ�
LQ�0HGLFDUH�DQG�0HGLFDLG�SD\PHQWV�WR�KRVSLWDOV�WRWDOLQJ������ELOOLRQ�RYHU����\HDUV��7KH�/HJLVODWLRQ�UHYLVHV�UHLPEXUVHPHQW�XQGHU�WKH�
0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�WR�HPSKDVL]H�WKH�HIILFLHQW�GHOLYHU\�RI�KLJK�TXDOLW\�FDUH�DQG�FRQWDLQV�D�QXPEHU�RI�LQFHQWLYHV�DQG�
SHQDOWLHV�XQGHU�WKHVH�SURJUDPV�WR�DFKLHYH�WKHVH�JRDOV��7KH�/HJLVODWLRQ�LPSOHPHQWV�D�YDOXH�EDVHG�SXUFKDVLQJ�SURJUDP��ZKLFK�ZLOO�
UHZDUG�WKH�GHOLYHU\�RI�HIILFLHQW�FDUH��&RQYHUVHO\��FHUWDLQ�IDFLOLWLHV�ZLOO�UHFHLYH�UHGXFHG�UHLPEXUVHPHQW�IRU�IDLOLQJ�WR�PHHW�TXDOLW\�
SDUDPHWHUV��VXFK�KRVSLWDOV�ZLOO�LQFOXGH�WKRVH�ZLWK�H[FHVVLYH�UHDGPLVVLRQ�RU�KRVSLWDO�DFTXLUHG�FRQGLWLRQ�UDWHV���,W�UHPDLQV�XQFOHDU�ZKDW�
SRUWLRQV�RI�WKDW�OHJLVODWLRQ�PD\�UHPDLQ��RU�ZKDW�DQ\�UHSODFHPHQW�RU�DOWHUQDWLYH�SURJUDPV�PD\�EH�FUHDWHG�E\�IXWXUH�OHJLVODWLRQ����

$������8�6��6XSUHPH�&RXUW�UXOLQJ�OLPLWHG�WKH�IHGHUDO�JRYHUQPHQW¶V�DELOLW\�WR�H[SDQG�KHDOWK�LQVXUDQFH�FRYHUDJH�E\�KROGLQJ�
XQFRQVWLWXWLRQDO�VHFWLRQV�RI�WKH�/HJLVODWLRQ�WKDW�VRXJKW�WR�ZLWKGUDZ�IHGHUDO�IXQGLQJ�IRU�VWDWH�QRQFRPSOLDQFH�ZLWK�FHUWDLQ�0HGLFDLG�
FRYHUDJH�UHTXLUHPHQWV��3XUVXDQW�WR�WKDW�GHFLVLRQ��WKH�IHGHUDO�JRYHUQPHQW�PD\�QRW�SHQDOL]H�VWDWHV�WKDW�FKRRVH�QRW�WR�SDUWLFLSDWH�LQ�WKH�
0HGLFDLG�H[SDQVLRQ�SURJUDP�E\�UHGXFLQJ�WKHLU�H[LVWLQJ�0HGLFDLG�IXQGLQJ��7KHUHIRUH��VWDWHV�FDQ�FKRRVH�WR�DFFHSW�RU�QRW�WR�SDUWLFLSDWH�
ZLWKRXW�ULVNLQJ�WKH�ORVV�RI�IHGHUDO�0HGLFDLG�IXQGLQJ��$V�D�UHVXOW��PDQ\�VWDWHV��LQFOXGLQJ�7H[DV��KDYH�QRW�H[SDQGHG�WKHLU�0HGLFDLG�
SURJUDPV�ZLWKRXW�WKH�WKUHDW�RI�ORVV�RI�IHGHUDO�IXQGLQJ��&06�KDV�JUDQWHG��DQG�LV�H[SHFWHG�WR�JUDQW�DGGLWLRQDO��VHFWLRQ������



���

GHPRQVWUDWLRQ�ZDLYHUV�SURYLGLQJ�IRU�ZRUN�DQG�FRPPXQLW\�HQJDJHPHQW�UHTXLUHPHQWV�IRU�FHUWDLQ�0HGLFDLG�HOLJLEOH�LQGLYLGXDOV���&06�
KDV�DOVR�UHOHDVHG�JXLGDQFH�WR�VWDWHV�LQWHUHVWHG�LQ�UHFHLYLQJ�WKHLU�0HGLFDLG�IXQGLQJ�WKURXJK�D�EORFN�JUDQW�PHFKDQLVP���,W�LV�DQWLFLSDWHG�
WKLV�ZLOO�OHDG�WR�UHGXFWLRQV�LQ�FRYHUDJH��DQG�OLNHO\�LQFUHDVHV�LQ�XQFRPSHQVDWHG�FDUH��LQ�VWDWHV�ZKHUH�WKHVH�GHPRQVWUDWLRQ�ZDLYHUV�DUH�
JUDQWHG����

7KH�YDULRXV�SURYLVLRQV�LQ�WKH�/HJLVODWLRQ�WKDW�GLUHFWO\�RU�LQGLUHFWO\�DIIHFW�0HGLFDUH�DQG�0HGLFDLG�UHLPEXUVHPHQW�DUH�VFKHGXOHG�
WR�WDNH�HIIHFW�RYHU�D�QXPEHU�RI�\HDUV��7KH�LPSDFW�RI�WKH�/HJLVODWLRQ�RQ�KHDOWKFDUH�SURYLGHUV�ZLOO�EH�VXEMHFW�WR�LPSOHPHQWLQJ�
UHJXODWLRQV��LQWHUSUHWLYH�JXLGDQFH�DQG�SRVVLEOH�IXWXUH�OHJLVODWLRQ�RU�OHJDO�FKDOOHQJHV��&HUWDLQ�/HJLVODWLRQ�SURYLVLRQV��VXFK�DV�WKDW�
FUHDWLQJ�WKH�0HGLFDUH�6KDUHG�6DYLQJV�3URJUDP�FUHDWHV�XQFHUWDLQW\�LQ�KRZ�KHDOWKFDUH�PD\�EH�UHLPEXUVHG�E\�IHGHUDO�SURJUDPV�LQ�WKH�
IXWXUH��7KXV��ZH�FDQQRW�SUHGLFW�WKH�LPSDFW�RI�WKH�/HJLVODWLRQ�RQ�RXU�IXWXUH�UHLPEXUVHPHQW�DW�WKLV�WLPH�DQG�ZH�FDQ�SURYLGH�QR�
DVVXUDQFH�WKDW�WKH�/HJLVODWLRQ�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��

7KH�/HJLVODWLRQ�DOVR�FRQWDLQHG�SURYLVLRQV�DLPHG�DW�UHGXFLQJ�IUDXG�DQG�DEXVH�LQ�KHDOWKFDUH��7KH�/HJLVODWLRQ�DPHQGV�VHYHUDO�
H[LVWLQJ�ODZV��LQFOXGLQJ�WKH�IHGHUDO�$QWL�.LFNEDFN�6WDWXWH�DQG�WKH�)DOVH�&ODLPV�$FW��PDNLQJ�LW�HDVLHU�IRU�JRYHUQPHQW�DJHQFLHV�DQG�
SULYDWH�SODLQWLIIV�WR�SUHYDLO�LQ�ODZVXLWV�EURXJKW�DJDLQVW�KHDOWKFDUH�SURYLGHUV��:KLOH�&RQJUHVV�KDG�SUHYLRXVO\�UHYLVHG�WKH�LQWHQW�
UHTXLUHPHQW�RI�WKH�$QWL�.LFNEDFN�6WDWXWH�WR�SURYLGH�WKDW�D�SHUVRQ�LV�QRW�UHTXLUHG�WR�³KDYH�DFWXDO�NQRZOHGJH�RU�VSHFLILF�LQWHQW�WR�
FRPPLW�D�YLRODWLRQ�RI´�WKH�$QWL�.LFNEDFN�6WDWXWH�LQ�RUGHU�WR�EH�IRXQG�LQ�YLRODWLRQ�RI�VXFK�ODZ��WKH�/HJLVODWLRQ�DOVR�SURYLGHV�WKDW�DQ\�
FODLPV�IRU�LWHPV�RU�VHUYLFHV�WKDW�YLRODWH�WKH�$QWL�.LFNEDFN�6WDWXWH�DUH�DOVR�FRQVLGHUHG�IDOVH�FODLPV�IRU�SXUSRVHV�RI�WKH�IHGHUDO�FLYLO�
)DOVH�&ODLPV�$FW��7KH�/HJLVODWLRQ�SURYLGHV�WKDW�D�KHDOWKFDUH�SURYLGHU�WKDW�UHWDLQV�DQ�RYHUSD\PHQW�LQ�H[FHVV�RI����GD\V�LV�VXEMHFW�WR�WKH�
IHGHUDO�FLYLO�)DOVH�&ODLPV�$FW��DOWKRXJK�FHUWDLQ�ILQDO�UHJXODWLRQV�LPSOHPHQWLQJ�WKLV�VWDWXWRU\�UHTXLUHPHQW�UHPDLQ�SHQGLQJ��7KH�
/HJLVODWLRQ�DOVR�H[SDQGV�WKH�5HFRYHU\�$XGLW�&RQWUDFWRU�SURJUDP�WR�0HGLFDLG��7KHVH�DPHQGPHQWV�DOVR�PDNH�LW�HDVLHU�IRU�VHYHUH�ILQHV�
DQG�SHQDOWLHV�WR�EH�LPSRVHG�RQ�KHDOWKFDUH�SURYLGHUV�WKDW�YLRODWH�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��

:H�KDYH�SDUWQHUHG�ZLWK�ORFDO�SK\VLFLDQV�LQ�WKH�RZQHUVKLS�RI�FHUWDLQ�RI�RXU�IDFLOLWLHV��7KHVH�LQYHVWPHQWV�KDYH�EHHQ�SHUPLWWHG�
XQGHU�DQ�H[FHSWLRQ�WR�WKH�SK\VLFLDQ�VHOI�UHIHUUDO�ODZ��7KH�/HJLVODWLRQ�SHUPLWV�H[LVWLQJ�SK\VLFLDQ�LQYHVWPHQWV�LQ�D�KRVSLWDO�WR�FRQWLQXH�
XQGHU�D�³JUDQGIDWKHU´�FODXVH�LI�WKH�DUUDQJHPHQW�VDWLVILHV�FHUWDLQ�UHTXLUHPHQWV�DQG�UHVWULFWLRQV��EXW�SK\VLFLDQV�DUH�SURKLELWHG�IURP�
LQFUHDVLQJ�WKH�DJJUHJDWH�SHUFHQWDJH�RI�WKHLU�RZQHUVKLS�LQ�WKH�KRVSLWDO��7KH�/HJLVODWLRQ�DOVR�LPSRVHV�FHUWDLQ�FRPSOLDQFH�DQG�GLVFORVXUH�
UHTXLUHPHQWV�XSRQ�H[LVWLQJ�SK\VLFLDQ�RZQHG�KRVSLWDOV�DQG�UHVWULFWV�WKH�DELOLW\�RI�SK\VLFLDQ�RZQHG�KRVSLWDOV�WR�H[SDQG�WKH�FDSDFLW\�RI�
WKHLU�IDFLOLWLHV���$V�GLVFXVVHG�EHORZ��VKRXOG�WKH�/HJLVODWLRQ�EH�UHSHDOHG�LQ�LWV�HQWLUHW\��WKLV�DVSHFW�RI�WKH�/HJLVODWLRQ�ZRXOG�DOVR�EH�
UHSHDOHG�UHVWRULQJ�SK\VLFLDQ�RZQHUVKLS�RI�KRVSLWDOV�DQG�H[SDQVLRQ�ULJKW�WR�LWV�SRVLWLRQ�DQG�SUDFWLFH�DV�LW�H[LVWHG�SULRU�WR�WKH�
/HJLVODWLRQ�������

7KH�LPSDFW�RI�WKH�/HJLVODWLRQ�RQ�HDFK�RI�RXU�KRVSLWDOV�PD\�YDU\��%HFDXVH�/HJLVODWLRQ�SURYLVLRQV�DUH�HIIHFWLYH�DW�YDULRXV�WLPHV�
RYHU�WKH�QH[W�VHYHUDO�\HDUV��ZH�DQWLFLSDWH�WKDW�PDQ\�RI�WKH�SURYLVLRQV�LQ�WKH�/HJLVODWLRQ�PD\�EH�VXEMHFW�WR�IXUWKHU�UHYLVLRQ��,QLWLDWLYHV�
WR�UHSHDO�WKH�/HJLVODWLRQ��LQ�ZKROH�RU�LQ�SDUW��WR�GHOD\�HOHPHQWV�RI�LPSOHPHQWDWLRQ�RU�IXQGLQJ��DQG�WR�RIIHU�DPHQGPHQWV�RU�VXSSOHPHQWV�
WR�PRGLI\�LWV�SURYLVLRQV�KDYH�EHHQ�SHUVLVWHQW��7KH�XOWLPDWH�RXWFRPHV�RI�OHJLVODWLYH�DWWHPSWV�WR�UHSHDO�RU�DPHQG�WKH�/HJLVODWLRQ�DQG�
OHJDO�FKDOOHQJHV�WR�WKH�/HJLVODWLRQ�DUH�XQNQRZQ��/HJLVODWLRQ�KDV�DOUHDG\�EHHQ�HQDFWHG�WKDW�KDV�HOLPLQDWHG�WKH�SHQDOW\�IRU�IDLOLQJ�WR�
PDLQWDLQ�KHDOWK�FRYHUDJH�WKDW�ZDV�SDUW�RI�WKH�RULJLQDO�/HJLVODWLRQ��,Q�DGGLWLRQ��&RQJUHVV�KDV�FRQVLGHUHG�OHJLVODWLRQ�WKDW�ZRXOG��LI�
HQDFWHG��LQ�PDWHULDO�SDUW���L��HOLPLQDWH�WKH�ODUJH�HPSOR\HU�PDQGDWH�WR�REWDLQ�RU�SURYLGH�KHDOWK�LQVXUDQFH�FRYHUDJH��UHVSHFWLYHO\���LL��
SHUPLW�LQVXUHUV�WR�LPSRVH�D�VXUFKDUJH�XS�WR����SHUFHQW�RQ�LQGLYLGXDOV�ZKR�JR�XQLQVXUHG�IRU�PRUH�WKDQ�WZR�PRQWKV�DQG�WKHQ�SXUFKDVH�
FRYHUDJH���LLL��SURYLGH�WD[�FUHGLWV�WRZDUGV�WKH�SXUFKDVH�RI�KHDOWK�LQVXUDQFH��ZLWK�D�SKDVH�RXW�RI�WD[�FUHGLWV�DFFRUGLQJO\�WR�LQFRPH�
OHYHO���LY��H[SDQG�KHDOWK�VDYLQJV�DFFRXQWV���Y��LPSRVH�D�SHU�FDSLWD�FDS�RQ�IHGHUDO�IXQGLQJ�RI�VWDWH�0HGLFDLG�SURJUDPV��RU��LI�HOHFWHG�E\�
D�VWDWH��WUDQVLWLRQ�IHGHUDO�IXQGLQJ�WR�EORFN�JUDQWV��DQG���YL��SHUPLW�VWDWHV�WR�VHHN�D�ZDLYHU�RI�FHUWDLQ�IHGHUDO�UHTXLUHPHQWV�WKDW�ZRXOG�
DOORZ�VXFK�VWDWH�WR�GHILQH�HVVHQWLDO�KHDOWK�EHQHILWV�GLIIHUHQWO\�IURP�IHGHUDO�VWDQGDUGV�DQG�WKDW�ZRXOG�DOORZ�FHUWDLQ�FRPPHUFLDO�KHDOWK�
SODQV�WR�WDNH�KHDOWK�VWDWXV��LQFOXGLQJ�SUH�H[LVWLQJ�FRQGLWLRQV��LQWR�DFFRXQW�LQ�VHWWLQJ�SUHPLXPV����

,Q�DGGLWLRQ�WR�OHJLVODWLYH�FKDQJHV��WKH�/HJLVODWLRQ�FDQ�EH�VLJQLILFDQWO\�LPSDFWHG�E\�H[HFXWLYH�EUDQFK�DFWLRQV���,Q�UHOHYDQW�SDUW��
3UHVLGHQW�7UXPS�KDV�DOUHDG\�WDNHQ�H[HFXWLYH�DFWLRQV���L��UHTXLULQJ�DOO�IHGHUDO�DJHQFLHV�ZLWK�DXWKRULWLHV�DQG�UHVSRQVLELOLWLHV�XQGHU�WKH�
/HJLVODWLRQ�WR�³H[HUFLVH�DOO�DXWKRULW\�DQG�GLVFUHWLRQ�DYDLODEOH�WR�WKHP�WR�ZDLYHU��GHIHU��JUDQW�H[HPSWLRQV�IURP��RU�GHOD\´�SDUWV�RI�WKH�
/HJLVODWLRQ�WKDW�SODFH�³XQZDUUDQWHG�HFRQRPLF�DQG�UHJXODWRU\�EXUGHQV´�RQ�VWDWHV��LQGLYLGXDOV�RU�KHDOWK�FDUH�SURYLGHUV���LL��WKH�LVVXDQFH�
RI�D�ILQDO�UXOH�LQ�-XQH�������E\�WKH�'HSDUWPHQW�RI�/DERU�WR�HQDEOH�WKH�IRUPDWLRQ�RI�DVVRFLDWLRQ�KHDOWK�SODQV�WKDW�ZRXOG�EH�H[HPSW�IURP�
FHUWDLQ�/HJLVODWLRQ�UHTXLUHPHQWV�VXFK�DV�WKH�SURYLVLRQ�RI�HVVHQWLDO�KHDOWK�EHQHILWV���LLL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�LQ�$XJXVW�������E\�
WKH�'HSDUWPHQW�RI�/DERU��7UHDVXU\��DQG�+HDOWK�DQG�+XPDQ�6HUYLFHV�WR�H[SDQG�WKH�DYDLODELOLW\�RI�VKRUW�WHUP��OLPLWHG�GXUDWLRQ�KHDOWK�
LQVXUDQFH���LY��HOLPLQDWLQJ�FRVW�VKDULQJ�UHGXFWLRQ�SD\PHQWV�WR�LQVXUHUV�WKDW�ZRXOG�RWKHUZLVH�RIIVHW�GHGXFWLEOHV�DQG�RWKHU�RXW�RI�SRFNHW�
H[SHQVHV�IRU�KHDOWK�SODQ�HQUROOHHV�DW�RU�EHORZ�����SHUFHQW�RI�WKH�IHGHUDO�SRYHUW\�OHYHO���Y��UHOD[LQJ�UHTXLUHPHQWV�IRU�VWDWH�LQQRYDWLRQ�
ZDLYHUV�WKDW�FRXOG�UHGXFH�HQUROOPHQW�LQ�WKH�LQGLYLGXDO�DQG�VPDOO�JURXS�PDUNHWV�DQG�OHDG�WR�DGGLWLRQDO�HQUROOPHQW�LQ�VKRUW�WHUP��OLPLWHG�
GXUDWLRQ�LQVXUDQFH�DQG�DVVRFLDWLRQ�KHDOWK�SODQV��DQG��YL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�E\�WKH�'HSDUWPHQW�RI�/DERU��7UHDVXU\��DQG�+HDOWK�
DQG�+XPDQ�6HUYLFHV�WKDW�ZRXOG�LQFHQWLYL]H�WKH�XVH�RI�KHDOWK�UHLPEXUVHPHQW�DFFRXQWV�E\�HPSOR\HUV�WR�SHUPLW�HPSOR\HHV�WR�SXUFKDVH�
KHDOWK�LQVXUDQFH�LQ�WKH�LQGLYLGXDO�PDUNHW��7KH�XQFHUWDLQW\�UHVXOWLQJ�IURP�WKHVH�([HFXWLYH�%UDQFK�SROLFLHV�KDV�OHG�WR�UHGXFHG�([FKDQJH�



���

HQUROOPHQW�LQ������������DQG������LV�H[SHFWHG�WR�IXUWKHU�ZRUVHQ�WKH�LQGLYLGXDO�DQG�VPDOO�JURXS�PDUNHW�ULVN�SRROV�LQ�IXWXUH�\HDUV���,W�LV�
DOVR�DQWLFLSDWHG�WKDW�WKHVH�DQG�IXWXUH�SROLFLHV�PD\�FUHDWH�DGGLWLRQDO�FRVW�DQG�UHLPEXUVHPHQW�SUHVVXUHV�RQ�KRVSLWDOV�����

,W�UHPDLQV�XQFOHDU�ZKDW�SRUWLRQV�RI�WKH�/HJLVODWLRQ�PD\�UHPDLQ��RU�ZKHWKHU�DQ\�UHSODFHPHQW�RU�DOWHUQDWLYH�SURJUDPV�PD\�EH�
FUHDWHG�E\�DQ\�IXWXUH�OHJLVODWLRQ���$Q\�VXFK�IXWXUH�UHSHDO�RU�UHSODFHPHQW�PD\�KDYH�VLJQLILFDQW�LPSDFW�RQ�WKH�UHLPEXUVHPHQW�IRU�
KHDOWKFDUH�VHUYLFHV�JHQHUDOO\��DQG�PD\�FUHDWH�UHLPEXUVHPHQW�IRU�VHUYLFHV�FRPSHWLQJ�ZLWK�WKH�VHUYLFHV�RIIHUHG�E\�RXU�KRVSLWDOV���
$FFRUGLQJO\��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�DGRSWLRQ�RI�DQ\�IXWXUH�IHGHUDO�RU�VWDWH�KHDOWKFDUH�UHIRUP�OHJLVODWLRQ�ZLOO�QRW�KDYH�D�
QHJDWLYH�ILQDQFLDO�LPSDFW�RQ�RXU�KRVSLWDOV��LQFOXGLQJ�WKHLU�DELOLW\�WR�FRPSHWH�ZLWK�DOWHUQDWLYH�KHDOWKFDUH�VHUYLFHV�IXQGHG�E\�VXFK�
SRWHQWLDO�OHJLVODWLRQ��RU�IRU�RXU�KRVSLWDOV�WR�UHFHLYH�SD\PHQW�IRU�VHUYLFHV��

:KLOH�DWWHPSWV�WR�UHSHDO�WKH�HQWLUHW\�RI�WKH�/HJLVODWLRQ�KDYH�QRW�EHHQ�VXFFHVVIXO�WR�GDWH��D�NH\�SURYLVLRQ�RI�WKH�/HJLVODWLRQ�ZDV�
UHSHDOHG�DV�SDUW�RI�WKH�7D[�&XWV�DQG�-REV�$FW�DQG��RQ�'HFHPEHU�����������D�IHGHUDO�8�6��'LVWULFW�&RXUW�MXGJH�LQ�7H[DV�UXOHG�WKH�HQWLUH�
/HJLVODWLRQ�LV�XQFRQVWLWXWLRQDO��7KH�FRXUW�FRQFOXGHG�WKDW�WKH�LQGLYLGXDO�PDQGDWH�LV�QR�ORQJHU�SHUPLVVLEOH�XQGHU�&RQJUHVV¶V�WD[LQJ�
SRZHU�DV�D�UHVXOW�RI�WKH�7D[�&XW�DQG�-REV�$FW�RI������UHGXFLQJ�WKH�LQGLYLGXDO�PDQGDWH¶V�WD[�WR�����L�H���LW�QR�ORQJHU�SURGXFHV�UHYHQXH��
ZKLFK�LV�DQ�HVVHQWLDO�IHDWXUH�RI�D�WD[���UHQGHULQJ�WKH�/HJLVODWLRQ�XQFRQVWLWXWLRQDO���7KH�FRXUW�DOVR�KHOG�WKDW�EHFDXVH�WKH�LQGLYLGXDO�
PDQGDWH�LV�³HVVHQWLDO´�WR�WKH�/HJLVODWLRQ�DQG�LV�LQVHYHUDEOH�IURP�WKH�UHVW�RI�WKH�ODZ��WKH�HQWLUH�/HJLVODWLRQ�LV�XQFRQVWLWXWLRQDO��%HFDXVH�
WKH�FRXUW�LVVXHG�D�GHFODUDWRU\�MXGJPHQW�DQG�GLG�QRW�HQMRLQ�WKH�ODZ��WKH�/HJLVODWLRQ�UHPDLQV�LQ�SODFH�SHQGLQJ�LWV�DSSHDO���7KH�'LVWULFW�
&RXUW�IRU�WKH�1RUWKHUQ�'LVWULFW�RI�7H[DV�UXOLQJ�ZDV�DSSHDOHG�WR�WKH�8�6��&RXUW�RI�$SSHDOV�IRU�WKH�)LIWK�&LUFXLW��2Q�'HFHPEHU�����
������WKH��WK�&LUFXLW�&RXUW�RI�$SSHDOV¶�WKUHH�MXGJH�SDQHO�YRWHG�����WR�VWULNH�GRZQ�WKH�/HJLVODWLRQ�LQGLYLGXDO�PDQGDWH�DV�
XQFRQVWLWXWLRQDO��7KH��WK�&LUFXLW�&RXUW�DOVR�VHQW�WKH�FDVH�EDFN�WR�WKH�7H[DV�GLVWULFW�FRXUW�WR�GHWHUPLQH�ZKLFK�/HJLVODWLRQ�SURYLVLRQV�
VKRXOG�EH�VWULFNHQ�ZLWK�WKH�PDQGDWH�RU�ZKHWKHU�WKH�HQWLUH�ODZ�LV�XQFRQVWLWXWLRQDO�ZLWKRXW�WKH�LQGLYLGXDO�PDQGDWH��,W�LV�OLNHO\�WKLV�
PDWWHU�ZLOO�XOWLPDWHO\�EH�DSSHDOHG�WR�WKH�8QLWHG�6WDWHV�6XSUHPH�&RXUW���7KHVH�UXOLQJV�KDYH�FDXVHG�JUHDWHU�XQFHUWDLQW\�UHJDUGLQJ�WKH�
IXWXUH�VWDWXV�RI�WKH�/HJLVODWLRQ���,I�DOO�RU�DQ\�SDUWV�RI�WKH�/HJLVODWLRQ�DUH�IRXQG�WR�EH�XQFRQVWLWXWLRQDO��LW�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�
HIIHFW�RQ�KRVSLWDOV���,I�UDWHV�SDLG�RU�WKH�VFRSH�RI�VHUYLFHV�FRYHUHG�E\�JRYHUQPHQW�SD\HUV�DUH�UHGXFHG��WKHUH�FRXOG�EH�D�PDWHULDO�DGYHUVH�
HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�SRVLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV����

We are required to treat patients with emergency medical conditions regardless of ability to pay. 

,Q�DFFRUGDQFH�ZLWK�RXU�LQWHUQDO�SROLFLHV�DQG�SURFHGXUHV��DV�ZHOO�DV�WKH�(PHUJHQF\�0HGLFDO�7UHDWPHQW�DQG�$FWLYH�/DERU�$FW��RU�
(07$/$��ZH�SURYLGH�D�PHGLFDO�VFUHHQLQJ�H[DPLQDWLRQ�WR�DQ\�LQGLYLGXDO�ZKR�FRPHV�WR�RQH�RI�RXU�KRVSLWDOV�ZKLOH�LQ�DFWLYH�ODERU�
DQG�RU�VHHNLQJ�PHGLFDO�WUHDWPHQW��ZKHWKHU�RU�QRW�VXFK�LQGLYLGXDO�LV�HOLJLEOH�IRU�LQVXUDQFH�EHQHILWV�DQG�UHJDUGOHVV�RI�DELOLW\�WR�SD\��WR�
GHWHUPLQH�LI�VXFK�LQGLYLGXDO�KDV�DQ�HPHUJHQF\�PHGLFDO�FRQGLWLRQ��,I�LW�LV�GHWHUPLQHG�WKDW�VXFK�SHUVRQ�KDV�DQ�HPHUJHQF\�PHGLFDO�
FRQGLWLRQ��ZH�SURYLGH�VXFK�IXUWKHU�PHGLFDO�H[DPLQDWLRQ�DQG�WUHDWPHQW�DV�LV�UHTXLUHG�WR�VWDELOL]H�WKH�SDWLHQW¶V�PHGLFDO�FRQGLWLRQ��ZLWKLQ�
WKH�IDFLOLW\¶V�FDSDELOLW\��RU�DUUDQJH�IRU�WUDQVIHU�RI�VXFK�LQGLYLGXDO�WR�DQRWKHU�PHGLFDO�IDFLOLW\�LQ�DFFRUGDQFH�ZLWK�DSSOLFDEOH�ODZ�DQG�WKH�
WUHDWLQJ�KRVSLWDO¶V�ZULWWHQ�SURFHGXUHV��2XU�REOLJDWLRQV�XQGHU�(07$/$�PD\�LQFUHDVH�VXEVWDQWLDOO\�JRLQJ�IRUZDUG��&06�KDV�VRXJKW�
VWDNHKROGHU�FRPPHQWV�FRQFHUQLQJ�WKH�SRWHQWLDO�DSSOLFDELOLW\�RI�(07$/$�WR�KRVSLWDO�LQSDWLHQWV�DQG�WKH�UHVSRQVLELOLWLHV�RI�KRVSLWDOV�
ZLWK�VSHFLDOL]HG�FDSDELOLWLHV��UHVSHFWLYHO\��EXW�KDV�\HW�WR�LVVXH�IXUWKHU�JXLGDQFH�LQ�UHVSRQVH�WR�WKDW�UHTXHVW��,I�WKH�QXPEHU�RI�LQGLJHQW�
DQG�FKDULW\�FDUH�SDWLHQWV�ZLWK�HPHUJHQF\�PHGLFDO�FRQGLWLRQV�ZH�WUHDW�LQFUHDVHV�VLJQLILFDQWO\��RU�LI�UHJXODWLRQV�H[SDQGLQJ�RXU�
REOLJDWLRQV�WR�LQSDWLHQWV�XQGHU�(07$/$�LV�SURSRVHG�DQG�DGRSWHG��RXU�UHVXOWV�RI�RSHUDWLRQV�ZLOO�EH�KDUPHG��

If we are not able to provide high quality medical care at a reasonable price, patients may choose to receive their health care 
from our competitors. 

,Q�UHFHQW�\HDUV��WKH�QXPEHU�RI�TXDOLW\�PHDVXUHV�WKDW�KRVSLWDOV�DUH�UHTXLUHG�WR�UHSRUW�SXEOLFO\�KDV�LQFUHDVHG��&06�SXEOLVKHV�
SHUIRUPDQFH�GDWD�UHODWHG�WR�TXDOLW\�PHDVXUHV�DQG�GDWD�RQ�SDWLHQW�VDWLVIDFWLRQ�VXUYH\V�WKDW�KRVSLWDOV�VXEPLW�LQ�FRQQHFWLRQ�ZLWK�WKH�
0HGLFDUH�SURJUDP��)HGHUDO�ODZ�SURYLGHV�IRU�WKH�IXWXUH�H[SDQVLRQ�RI�WKH�QXPEHU�RI�TXDOLW\�PHDVXUHV�WKDW�PXVW�EH�UHSRUWHG��
$GGLWLRQDOO\��WKH�/HJLVODWLRQ�UHTXLUHV�DOO�KRVSLWDOV�WR�DQQXDOO\�HVWDEOLVK��XSGDWH�DQG�PDNH�SXEOLF�D�OLVW�RI�WKHLU�VWDQGDUG�FKDUJHV�IRU�
SURGXFWV�DQG�VHUYLFHV��,I�DQ\�RI�RXU�KRVSLWDOV�DFKLHYH�SRRU�UHVXOWV�RQ�WKH�TXDOLW\�PHDVXUHV�RU�SDWLHQW�VDWLVIDFWLRQ�VXUYH\V��RU�UHVXOWV�
WKDW�DUH�ORZHU�WKDQ�RXU�FRPSHWLWRUV��RU�LI�RXU�VWDQGDUG�FKDUJHV�DUH�KLJKHU�WKDQ�RXU�FRPSHWLWRUV��RXU�SDWLHQW�YROXPH�FRXOG�GHFOLQH�
EHFDXVH�SDWLHQWV�PD\�HOHFW�WR�XVH�FRPSHWLQJ�KRVSLWDOV�RU�RWKHU�KHDOWK�FDUH�SURYLGHUV�WKDW�KDYH�EHWWHU�PHWULFV�DQG�SULFLQJ��7KLV�
FLUFXPVWDQFH�FRXOG�KDUP�RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV��

An increase in uninsured and underinsured patients in our acute care facilities or the deterioration in the collectability of the 
accounts of such patients could harm our results of operations. 

&ROOHFWLRQ�RI�UHFHLYDEOHV�IURP�WKLUG�SDUW\�SD\HUV�DQG�SDWLHQWV�LV�RXU�SULPDU\�VRXUFH�RI�FDVK�DQG�LV�FULWLFDO�WR�RXU�RSHUDWLQJ�
SHUIRUPDQFH��2XU�SULPDU\�FROOHFWLRQ�ULVNV�UHODWH�WR�XQLQVXUHG�SDWLHQWV�DQG�WKH�SRUWLRQ�RI�WKH�ELOO�WKDW�LV�WKH�SDWLHQW¶V�UHVSRQVLELOLW\��
ZKLFK�SULPDULO\�LQFOXGHV�FR�SD\PHQWV�DQG�GHGXFWLEOHV��+RZHYHU��ZH�DOVR�KDYH�VXEVWDQWLDO�UHFHLYDEOHV�GXH�WR�XV�IURP�FHUWDLQ�VWDWH�
EDVHG�IXQGLQJ�SURJUDPV��:H�HVWLPDWH�RXU�SURYLVLRQV�IRU�GRXEWIXO�DFFRXQWV�EDVHG�RQ�JHQHUDO�IDFWRUV�VXFK�DV�SD\HU�PL[��WKH�DJLQJV�RI�
WKH�UHFHLYDEOHV��KLVWRULFDO�FROOHFWLRQ�H[SHULHQFH�DQG�DVVHVVPHQW�RI�SUREDELOLW\�RI�IXWXUH�FROOHFWLRQV��:H�URXWLQHO\�UHYLHZ�DFFRXQWV�



���

UHFHLYDEOH�EDODQFHV�LQ�FRQMXQFWLRQ�ZLWK�WKHVH�IDFWRUV�DQG�RWKHU�HFRQRPLF�FRQGLWLRQV�WKDW�PLJKW�XOWLPDWHO\�DIIHFW�WKH�FROOHFWDELOLW\�RI�
WKH�SDWLHQW�DFFRXQWV�DQG�PDNH�DGMXVWPHQWV�WR�RXU�DOORZDQFHV�DV�ZDUUDQWHG��6LJQLILFDQW�FKDQJHV�LQ�EXVLQHVV�RIILFH�RSHUDWLRQV��SD\HU�
PL[��HFRQRPLF�FRQGLWLRQV�RU�WUHQGV�LQ�IHGHUDO�DQG�VWDWH�JRYHUQPHQWDO�KHDOWK�FRYHUDJH�FRXOG�DIIHFW�RXU�FROOHFWLRQ�RI�DFFRXQWV�
UHFHLYDEOH��FDVK�IORZ�DQG�UHVXOWV�RI�RSHUDWLRQV��,I�ZH�H[SHULHQFH�XQH[SHFWHG�LQFUHDVHV�LQ�WKH�JURZWK�RI�XQLQVXUHG�DQG�XQGHULQVXUHG�
SDWLHQWV�RU�LQ�EDG�GHEW�H[SHQVHV��RXU�UHVXOWV�RI�RSHUDWLRQV�ZLOO�EH�KDUPHG��

Our hospitals face competition for patients from other hospitals and health care providers. 

7KH�KHDOWKFDUH�LQGXVWU\�LV�KLJKO\�FRPSHWLWLYH��DQG�FRPSHWLWLRQ�DPRQJ�KRVSLWDOV��DQG�RWKHU�KHDOWKFDUH�SURYLGHUV�IRU�SDWLHQWV�DQG�
SK\VLFLDQV�KDV�LQWHQVLILHG�LQ�UHFHQW�\HDUV��,Q�DOO�RI�WKH�JHRJUDSKLFDO�DUHDV�LQ�ZKLFK�ZH�RSHUDWH��WKHUH�DUH�RWKHU�KRVSLWDOV�WKDW�SURYLGH�
VHUYLFHV�FRPSDUDEOH�WR�WKRVH�RIIHUHG�E\�RXU�KRVSLWDOV��6RPH�RI�RXU�FRPSHWLWRUV�LQFOXGH�KRVSLWDOV�WKDW�DUH�RZQHG�E\�WD[�VXSSRUWHG�
JRYHUQPHQWDO�DJHQFLHV�RU�E\�QRQSURILW�FRUSRUDWLRQV�DQG�PD\�EH�VXSSRUWHG�E\�HQGRZPHQWV�DQG�FKDULWDEOH�FRQWULEXWLRQV�DQG�H[HPSW�
IURP�SURSHUW\��VDOHV�DQG�LQFRPH�WD[HV��6XFK�H[HPSWLRQV�DQG�VXSSRUW�DUH�QRW�DYDLODEOH�WR�XV��

,Q�VRPH�PDUNHWV��FHUWDLQ�RI�RXU�FRPSHWLWRUV�PD\�KDYH�JUHDWHU�ILQDQFLDO�UHVRXUFHV��EH�EHWWHU�HTXLSSHG�DQG�RIIHU�D�EURDGHU�UDQJH�
RI�VHUYLFHV�WKDQ�ZH�RIIHU��7KH�QXPEHU�RI�LQSDWLHQW�IDFLOLWLHV��DV�ZHOO�DV�RXWSDWLHQW�VXUJLFDO�DQG�GLDJQRVWLF�FHQWHUV��PDQ\�RI�ZKLFK�DUH�
IXOO\�RU�SDUWLDOO\�RZQHG�E\�SK\VLFLDQV��LQ�WKH�JHRJUDSKLF�DUHDV�LQ�ZKLFK�ZH�RSHUDWH�KDV�LQFUHDVHG�VLJQLILFDQWO\��$V�D�UHVXOW��PRVW�RI�
RXU�KRVSLWDOV�RSHUDWH�LQ�DQ�LQFUHDVLQJO\�FRPSHWLWLYH�HQYLURQPHQW��

:H�DOVR�RSHUDWH�KHDOWK�FDUH�IDFLOLWLHV�LQ�WKH�8QLWHG�.LQJGRP�ZKHUH�WKH�1DWLRQDO�+HDOWK�6HUYLFH��WKH�³1+6´��LV�WKH�SULQFLSDO�
SURYLGHU�RI�KHDOWKFDUH�VHUYLFHV��,Q�DGGLWLRQ�WR�WKH�1+6��ZH�IDFH�FRPSHWLWLRQ�LQ�WKH�8QLWHG�.LQJGRP�IURP�LQGHSHQGHQW�VHFWRU�
SURYLGHUV�DQG�RWKHU�SXEOLFO\�IXQGHG�HQWLWLHV�IRU�SDWLHQWV���

,I�RXU�FRPSHWLWRUV�DUH�EHWWHU�DEOH�WR�DWWUDFW�SDWLHQWV��UHFUXLW�SK\VLFLDQV�DQG�RWKHU�KHDOWKFDUH�SURIHVVLRQDOV��H[SDQG�VHUYLFHV�RU�
REWDLQ�IDYRUDEOH�PDQDJHG�FDUH�FRQWUDFWV�DW�WKHLU�IDFLOLWLHV��ZH�PD\�H[SHULHQFH�D�GHFOLQH�LQ�SDWLHQW�YROXPH�DQG�RXU�EXVLQHVV�PD\�EH�
KDUPHG��

Our performance depends on our ability to recruit and retain quality physicians. 

7\SLFDOO\��SK\VLFLDQV�DUH�UHVSRQVLEOH�IRU�PDNLQJ�KRVSLWDO�DGPLVVLRQV�GHFLVLRQV�DQG�IRU�GLUHFWLQJ�WKH�FRXUVH�RI�SDWLHQW�WUHDWPHQW��
$V�D�UHVXOW��WKH�VXFFHVV�DQG�FRPSHWLWLYH�DGYDQWDJH�RI�RXU�KRVSLWDOV�GHSHQGV��LQ�SDUW��RQ�WKH�QXPEHU�DQG�TXDOLW\�RI�WKH�SK\VLFLDQV�RQ�
WKH�PHGLFDO�VWDIIV�RI�RXU�KRVSLWDOV��WKH�DGPLWWLQJ�SUDFWLFHV�RI�WKRVH�SK\VLFLDQV�DQG�RXU�PDLQWHQDQFH�RI�JRRG�UHODWLRQV�ZLWK�WKRVH�
SK\VLFLDQV��3K\VLFLDQV�JHQHUDOO\�DUH�QRW�HPSOR\HHV�RI�RXU�KRVSLWDOV��DQG��LQ�D�QXPEHU�RI�RXU�PDUNHWV��SK\VLFLDQV�KDYH�DGPLWWLQJ�
SULYLOHJHV�DW�RWKHU�KRVSLWDOV�LQ�DGGLWLRQ�WR�RXU�KRVSLWDOV��7KH\�PD\�WHUPLQDWH�WKHLU�DIILOLDWLRQ�ZLWK�XV�DW�DQ\�WLPH��,I�ZH�DUH�XQDEOH�WR�
SURYLGH�KLJK�HWKLFDO�DQG�SURIHVVLRQDO�VWDQGDUGV��DGHTXDWH�VXSSRUW�SHUVRQQHO�DQG�WHFKQRORJLFDOO\�DGYDQFHG�HTXLSPHQW�DQG�IDFLOLWLHV�
WKDW�PHHW�WKH�QHHGV�RI�WKRVH�SK\VLFLDQV��WKH\�PD\�EH�GLVFRXUDJHG�IURP�UHIHUULQJ�SDWLHQWV�WR�RXU�IDFLOLWLHV�DQG�RXU�UHVXOWV�RI�RSHUDWLRQV�
PD\�GHFOLQH��

,W�PD\�EHFRPH�GLIILFXOW�IRU�XV�WR�DWWUDFW�DQG�UHWDLQ�DQ�DGHTXDWH�QXPEHU�RI�SK\VLFLDQV�WR�SUDFWLFH�LQ�FHUWDLQ�RI�WKH�QRQ�XUEDQ�
FRPPXQLWLHV�LQ�ZKLFK�RXU�KRVSLWDOV�DUH�ORFDWHG��2XU�IDLOXUH�WR�UHFUXLW�SK\VLFLDQV�WR�WKHVH�FRPPXQLWLHV�RU�WKH�ORVV�RI�SK\VLFLDQV�LQ�
WKHVH�FRPPXQLWLHV�FRXOG�PDNH�LW�PRUH�GLIILFXOW�WR�DWWUDFW�SDWLHQWV�WR�RXU�KRVSLWDOV�DQG�WKHUHE\�PD\�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�
RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV��

*HQHUDOO\��WKH�WRS�WHQ�DWWHQGLQJ�SK\VLFLDQV�ZLWKLQ�HDFK�RI�RXU�IDFLOLWLHV�UHSUHVHQW�D�ODUJH�VKDUH�RI�RXU�LQSDWLHQW�UHYHQXHV�DQG�
DGPLVVLRQV��7KH�ORVV�RI�RQH�RU�PRUH�RI�WKHVH�SK\VLFLDQV��HYHQ�LI�WHPSRUDU\��FRXOG�FDXVH�D�PDWHULDO�UHGXFWLRQ�LQ�RXU�UHYHQXHV��ZKLFK�
FRXOG�WDNH�VLJQLILFDQW�WLPH�WR�UHSODFH�JLYHQ�WKH�GLIILFXOW\�DQG�FRVW�DVVRFLDWHG�ZLWK�UHFUXLWLQJ�DQG�UHWDLQLQJ�SK\VLFLDQV��

If we do not continually enhance our hospitals with the most recent technological advances in diagnostic and surgical 
equipment, our ability to maintain and expand our markets will be adversely affected. 

7KH�WHFKQRORJ\�XVHG�LQ�PHGLFDO�HTXLSPHQW�DQG�UHODWHG�GHYLFHV�LV�FRQVWDQWO\�HYROYLQJ�DQG��DV�D�UHVXOW��PDQXIDFWXUHUV�DQG�
GLVWULEXWRUV�FRQWLQXH�WR�RIIHU�QHZ�DQG�XSJUDGHG�SURGXFWV�WR�KHDOWK�FDUH�SURYLGHUV��7R�FRPSHWH�HIIHFWLYHO\��ZH�PXVW�FRQWLQXDOO\�DVVHVV�
RXU�HTXLSPHQW�QHHGV�DQG�XSJUDGH�ZKHQ�VLJQLILFDQW�WHFKQRORJLFDO�DGYDQFHV�RFFXU��,I�RXU�IDFLOLWLHV�GR�QRW�VWD\�FXUUHQW�ZLWK�
WHFKQRORJLFDO�DGYDQFHV�LQ�WKH�KHDOWK�FDUH�LQGXVWU\��SDWLHQWV�PD\�VHHN�WUHDWPHQW�IURP�RWKHU�SURYLGHUV�DQG�RU�SK\VLFLDQV�PD\�UHIHU�WKHLU�
SDWLHQWV�WR�DOWHUQDWH�VRXUFHV��ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�KDUP�RXU�EXVLQHVV��



���

If we fail to continue to meet the promoting interoperability criteria related to electronic health record systems (“EHR”), our 
operations could be harmed. 

3XUVXDQW�WR�+,7(&+�UHJXODWLRQV��KRVSLWDOV�WKDW�GLG�QRW�TXDOLI\�DV�D�PHDQLQJIXO�XVHU�RI�(+5�E\������ZHUH�VXEMHFW�WR�D�UHGXFHG�
PDUNHW�EDVNHW�XSGDWH�WR�WKH�LQSDWLHQW�SURVSHFWLYH�SD\PHQW�V\VWHP��³,336´��VWDQGDUGL]HG�DPRXQW�LQ������DQG�HDFK�VXEVHTXHQW�ILVFDO�
\HDU��,Q�WKH������,336�ILQDO�UXOH��&06�UH�QDPHG�WKH�PHDQLQJIXO�XVH�SURJUDP�WR�³SURPRWLQJ�LQWHURSHUDELOLW\´���:H�EHOLHYH�WKDW�DOO�RI�
RXU�DFXWH�FDUH�KRVSLWDOV�KDYH�PHW�WKH�DSSOLFDEOH�SURPRWLQJ�LQWHURSHUDELOLW\�FULWHULD�DQG�WKHUHIRUH�DUH�QRW�VXEMHFW�WR�D�UHGXFHG�PDUNHW�
EDVNHG�XSGDWH�WR�WKH�,336�VWDQGDUGL]HG�DPRXQW��+RZHYHU��XQGHU�WKH�+,7(&+�$FW��KRVSLWDOV�PXVW�FRQWLQXH�WR�PHHW�WKH�DSSOLFDEOH�
FULWHULD�LQ�HDFK�ILVFDO�\HDU�RU�WKH\�ZLOO�EH�VXEMHFW�WR�D�PDUNHW�EDVNHW�XSGDWH�UHGXFWLRQ�LQ�D�VXEVHTXHQW�ILVFDO�\HDU��)DLOXUH�RI�RXU�DFXWH�
FDUH�KRVSLWDOV�WR�FRQWLQXH�WR�PHHW�WKH�DSSOLFDEOH�PHDQLQJIXO�XVH�FULWHULD�ZRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�QHW�UHYHQXHV�DQG�
UHVXOWV�RI�RSHUDWLRQV��

Our performance depends on our ability to attract and retain qualified nurses and medical support staff and we face 
competition for staffing that may increase our labor costs and harm our results of operations. 

:H�GHSHQG�RQ�WKH�HIIRUWV��DELOLWLHV��DQG�H[SHULHQFH�RI�RXU�PHGLFDO�VXSSRUW�SHUVRQQHO��LQFOXGLQJ�RXU�QXUVHV��SKDUPDFLVWV�DQG�ODE�
WHFKQLFLDQV�DQG�RWKHU�KHDOWKFDUH�SURIHVVLRQDOV��:H�FRPSHWH�ZLWK�RWKHU�KHDOWKFDUH�SURYLGHUV�LQ�UHFUXLWLQJ�DQG�UHWDLQLQJ�TXDOLILHG�
KRVSLWDO�PDQDJHPHQW��QXUVHV�DQG�RWKHU�PHGLFDO�SHUVRQQHO��

7KH�QDWLRQZLGH�VKRUWDJH�RI�QXUVHV�DQG�RWKHU�PHGLFDO�VXSSRUW�SHUVRQQHO�KDV�EHHQ�D�VLJQLILFDQW�RSHUDWLQJ�LVVXH�IDFLQJ�XV�DQG�
RWKHU�KHDOWKFDUH�SURYLGHUV��7KLV�VKRUWDJH�PD\�UHTXLUH�XV�WR�HQKDQFH�ZDJHV�DQG�EHQHILWV�WR�UHFUXLW�DQG�UHWDLQ�QXUVHV�DQG�RWKHU�PHGLFDO�
VXSSRUW�SHUVRQQHO�RU�UHTXLUH�XV�WR�KLUH�H[SHQVLYH�WHPSRUDU\�SHUVRQQHO��,Q�DGGLWLRQ��LQ�VRPH�PDUNHWV�OLNH�&DOLIRUQLD��WKHUH�DUH�
UHTXLUHPHQWV�WR�PDLQWDLQ�VSHFLILHG�QXUVH�VWDIILQJ�OHYHOV��7R�WKH�H[WHQW�ZH�FDQQRW�PHHW�WKRVH�OHYHOV��ZH�PD\�EH�UHTXLUHG�WR�OLPLW�WKH�
KHDOWKFDUH�VHUYLFHV�SURYLGHG�LQ�WKHVH�PDUNHWV��ZKLFK�ZRXOG�KDYH�D�FRUUHVSRQGLQJ�DGYHUVH�HIIHFW�RQ�RXU�QHW�RSHUDWLQJ�UHYHQXHV��

:H�FDQQRW�SUHGLFW�WKH�GHJUHH�WR�ZKLFK�ZH�ZLOO�EH�DIIHFWHG�E\�WKH�IXWXUH�DYDLODELOLW\�RU�FRVW�RI�DWWUDFWLQJ�DQG�UHWDLQLQJ�WDOHQWHG�
PHGLFDO�VXSSRUW�VWDII��,I�RXU�JHQHUDO�ODERU�DQG�UHODWHG�H[SHQVHV�LQFUHDVH��ZH�PD\�QRW�EH�DEOH�WR�UDLVH�RXU�UDWHV�FRUUHVSRQGLQJO\��2XU�
IDLOXUH�WR�HLWKHU�UHFUXLW�DQG�UHWDLQ�TXDOLILHG�KRVSLWDO�PDQDJHPHQW��QXUVHV�DQG�RWKHU�PHGLFDO�VXSSRUW�SHUVRQQHO�RU�FRQWURO�RXU�ODERU�FRVWV�
FRXOG�KDUP�RXU�UHVXOWV�RI�RSHUDWLRQV��

,QFUHDVHG�ODERU�XQLRQ�DFWLYLW\�LV�DQRWKHU�IDFWRU�WKDW�FRXOG�DGYHUVHO\�DIIHFW�RXU�ODERU�FRVWV��8QLRQ�RUJDQL]LQJ�DFWLYLWLHV�DQG�
FHUWDLQ�SRWHQWLDO�FKDQJHV�LQ�IHGHUDO�ODERU�ODZV�DQG�UHJXODWLRQV�FRXOG�LQFUHDVH�WKH�OLNHOLKRRG�RI�HPSOR\HH�XQLRQL]DWLRQ�LQ�WKH�IXWXUH��WR�
WKH�H[WHQW�D�JUHDWHU�SRUWLRQ�RI�RXU�HPSOR\HH�EDVH�XQLRQL]HG��LW�LV�SRVVLEOH�RXU�ODERU�FRVWV�FRXOG�LQFUHDVH�PDWHULDOO\��

If we fail to comply with extensive laws and government regulations, we could suffer civil or criminal penalties or be required to 
make significant changes to our operations that could reduce our revenue and profitability. 

7KH�KHDOWKFDUH�LQGXVWU\�LV�UHTXLUHG�WR�FRPSO\�ZLWK�H[WHQVLYH�DQG�FRPSOH[�ODZV�DQG�UHJXODWLRQV�DW�WKH�IHGHUDO��VWDWH�DQG�ORFDO�
JRYHUQPHQW�OHYHOV�UHODWLQJ�WR��DPRQJ�RWKHU�WKLQJV��KRVSLWDO�ELOOLQJ�SUDFWLFHV�DQG�SULFHV�IRU�VHUYLFHV��UHODWLRQVKLSV�ZLWK�SK\VLFLDQV�DQG�
RWKHU�UHIHUUDO�VRXUFHV��DGHTXDF\�RI�PHGLFDO�FDUH�DQG�TXDOLW\�RI�PHGLFDO�HTXLSPHQW�DQG�VHUYLFHV��RZQHUVKLS�RI�IDFLOLWLHV��TXDOLILFDWLRQV�
RI�PHGLFDO�DQG�VXSSRUW�SHUVRQQHO��FRQILGHQWLDOLW\��PDLQWHQDQFH��SULYDF\�DQG�VHFXULW\�LVVXHV�DVVRFLDWHG�ZLWK�KHDOWK�UHODWHG�LQIRUPDWLRQ�
DQG�SDWLHQW�PHGLFDO�UHFRUGV��WKH�VFUHHQLQJ��VWDELOL]DWLRQ�DQG�WUDQVIHU�RI�SDWLHQWV�ZKR�KDYH�HPHUJHQF\�PHGLFDO�FRQGLWLRQV��FHUWLILFDWLRQ��
OLFHQVXUH�DQG�DFFUHGLWDWLRQ�RI�RXU�IDFLOLWLHV��RSHUDWLQJ�SROLFLHV�DQG�SURFHGXUHV��DQG��FRQVWUXFWLRQ�RU�H[SDQVLRQ�RI�IDFLOLWLHV�DQG�
VHUYLFHV��

$PRQJ�WKHVH�ODZV�DUH�WKH�IHGHUDO�)DOVH�&ODLPV�$FW��WKH�+HDOWK�,QVXUDQFH�3RUWDELOLW\�DQG�$FFRXQWDELOLW\�$FW�RI�������
�³+,3$$´���WKH�IHGHUDO�DQWL�NLFNEDFN�VWDWXWH�DQG�WKH�SURYLVLRQ�RI�WKH�6RFLDO�6HFXULW\�$FW�FRPPRQO\�NQRZQ�DV�WKH�³6WDUN�/DZ�´�7KHVH�
ODZV��DQG�SDUWLFXODUO\�WKH�DQWL�NLFNEDFN�VWDWXWH�DQG�WKH�6WDUN�/DZ��LPSDFW�WKH�UHODWLRQVKLSV�WKDW�ZH�PD\�KDYH�ZLWK�SK\VLFLDQV�DQG�
RWKHU�UHIHUUDO�VRXUFHV��:H�KDYH�D�YDULHW\�RI�ILQDQFLDO�UHODWLRQVKLSV�ZLWK�SK\VLFLDQV�ZKR�UHIHU�SDWLHQWV�WR�RXU�IDFLOLWLHV��LQFOXGLQJ�
HPSOR\PHQW�FRQWUDFWV��OHDVHV�DQG�SURIHVVLRQDO�VHUYLFH�DJUHHPHQWV��:H�DOVR�SURYLGH�ILQDQFLDO�LQFHQWLYHV��LQFOXGLQJ�PLQLPXP�UHYHQXH�
JXDUDQWHHV��WR�UHFUXLW�SK\VLFLDQV�LQWR�FRPPXQLWLHV�VHUYHG�E\�RXU�KRVSLWDOV��7KH�2IILFH�RI�WKH�,QVSHFWRU�*HQHUDO�RI�WKH�'HSDUWPHQW�RI�
+HDOWK�DQG�+XPDQ�6HUYLFHV��RU�2,*��KDV�HQDFWHG�VDIH�KDUERU�UHJXODWLRQV�WKDW�RXWOLQH�SUDFWLFHV�WKDW�DUH�GHHPHG�SURWHFWHG�IURP�
SURVHFXWLRQ�XQGHU�WKH�DQWL�NLFNEDFN�VWDWXWH��$�QXPEHU�RI�RXU�FXUUHQW�DUUDQJHPHQWV��LQFOXGLQJ�ILQDQFLDO�UHODWLRQVKLSV�ZLWK�SK\VLFLDQV�
DQG�RWKHU�UHIHUUDO�VRXUFHV��PD\�QRW�TXDOLI\�IRU�VDIH�KDUERU�SURWHFWLRQ�XQGHU�WKH�DQWL�NLFNEDFN�VWDWXWH��)DLOXUH�WR�PHHW�D�VDIH�KDUERU�
GRHV�QRW�PHDQ�WKDW�WKH�DUUDQJHPHQW�QHFHVVDULO\�YLRODWHV�WKH�DQWL�NLFNEDFN�VWDWXWH��EXW�PD\�VXEMHFW�WKH�DUUDQJHPHQW�WR�JUHDWHU�VFUXWLQ\��
:H�FDQQRW�DVVXUH�WKDW�SUDFWLFHV�WKDW�DUH�RXWVLGH�RI�D�VDIH�KDUERU�ZLOO�QRW�EH�IRXQG�WR�YLRODWH�WKH�DQWL�NLFNEDFN�VWDWXWH��&06�SXEOLVKHG�
D�0HGLFDUH�VHOI�UHIHUUDO�GLVFORVXUH�SURWRFRO��ZKLFK�LV�LQWHQGHG�WR�DOORZ�SURYLGHUV�WR�VHOI�GLVFORVH�DFWXDO�RU�SRWHQWLDO�YLRODWLRQV�RI�WKH�
6WDUN�ODZ��%HFDXVH�WKHUH�DUH�RQO\�D�IHZ�MXGLFLDO�GHFLVLRQV�LQWHUSUHWLQJ�WKH�6WDUN�ODZ��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�RXU�KRVSLWDOV�ZLOO�
QRW�EH�IRXQG�LQ�YLRODWLRQ�RI�WKH�6WDUN�/DZ�RU�WKDW�VHOI�GLVFORVXUH�RI�D�SRWHQWLDO�YLRODWLRQ�ZRXOG�UHVXOW�LQ�UHGXFHG�SHQDOWLHV��



���

)HGHUDO�UHJXODWLRQV�LVVXHG�XQGHU�+,3$$�FRQWDLQ�SURYLVLRQV�WKDW�UHTXLUH�XV�WR�LPSOHPHQW�DQG��LQ�WKH�IXWXUH��PD\�UHTXLUH�XV�WR�
LPSOHPHQW�DGGLWLRQDO�FRVWO\�HOHFWURQLF�PHGLD�VHFXULW\�V\VWHPV�DQG�WR�DGRSW�QHZ�EXVLQHVV�SUDFWLFHV�GHVLJQHG�WR�SURWHFW�WKH�SULYDF\�DQG�
VHFXULW\�RI�HDFK�RI�RXU�SDWLHQW¶V�KHDOWK�DQG�UHODWHG�ILQDQFLDO�LQIRUPDWLRQ��6XFK�SULYDF\�DQG�VHFXULW\�UHJXODWLRQV�LPSRVH�H[WHQVLYH�
DGPLQLVWUDWLYH��SK\VLFDO�DQG�WHFKQLFDO�UHTXLUHPHQWV�RQ�XV��UHVWULFW�RXU�XVH�DQG�GLVFORVXUH�RI�FHUWDLQ�SDWLHQW�KHDOWK�DQG�ILQDQFLDO�
LQIRUPDWLRQ��SURYLGH�SDWLHQWV�ZLWK�ULJKWV�ZLWK�UHVSHFW�WR�WKHLU�KHDOWK�LQIRUPDWLRQ�DQG�UHTXLUH�XV�WR�HQWHU�LQWR�FRQWUDFWV�H[WHQGLQJ�PDQ\�
RI�WKH�SULYDF\�DQG�VHFXULW\�UHJXODWRU\�UHTXLUHPHQWV�WR�WKLUG�SDUWLHV�WKDW�SHUIRUP�GXWLHV�RQ�RXU�EHKDOI��$GGLWLRQDOO\��UHFHQW�FKDQJHV�WR�
+,3$$�UHJXODWLRQV�PD\�UHVXOW�LQ�JUHDWHU�FRPSOLDQFH�UHTXLUHPHQWV��LQFOXGLQJ�REOLJDWLRQV�WR�UHSRUW�EUHDFKHV�RI�XQVHFXUHG�SDWLHQW�GDWD��
DV�ZHOO�DV�FUHDWH�QHZ�OLDELOLWLHV�IRU�WKH�DFWLRQV�RI�SDUWLHV�DFWLQJ�DV�EXVLQHVV�DVVRFLDWHV�RQ�RXU�EHKDOI��

7KHVH�ODZV�DQG�UHJXODWLRQV�DUH�H[WUHPHO\�FRPSOH[��DQG��LQ�PDQ\�FDVHV��ZH�GR�QRW�KDYH�WKH�EHQHILW�RI�UHJXODWRU\�RU�MXGLFLDO�
LQWHUSUHWDWLRQ��,Q�WKH�IXWXUH��LW�LV�SRVVLEOH�WKDW�GLIIHUHQW�LQWHUSUHWDWLRQV�RU�HQIRUFHPHQW�RI�WKHVH�ODZV�DQG�UHJXODWLRQV�FRXOG�VXEMHFW�RXU�
FXUUHQW�RU�SDVW�SUDFWLFHV�WR�DOOHJDWLRQV�RI�LPSURSULHW\�RU�LOOHJDOLW\�RU�FRXOG�UHTXLUH�XV�WR�PDNH�FKDQJHV�LQ�RXU�IDFLOLWLHV��HTXLSPHQW��
SHUVRQQHO��VHUYLFHV��FDSLWDO�H[SHQGLWXUH�SURJUDPV�DQG�RSHUDWLQJ�H[SHQVHV��$�GHWHUPLQDWLRQ�WKDW�ZH�KDYH�YLRODWHG�RQH�RU�PRUH�RI�WKHVH�
ODZV��VHH�Item 3—Legal Proceedings���RU�WKH�SXEOLF�DQQRXQFHPHQW�WKDW�ZH�DUH�EHLQJ�LQYHVWLJDWHG�IRU�SRVVLEOH�YLRODWLRQV�RI�RQH�RU�
PRUH�RI�WKHVH�ODZV��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�DQG�RXU�EXVLQHVV�
UHSXWDWLRQ�FRXOG�VXIIHU�VLJQLILFDQWO\��,Q�DGGLWLRQ��ZH�FDQQRW�SUHGLFW�ZKHWKHU�RWKHU�OHJLVODWLRQ�RU�UHJXODWLRQV�DW�WKH�IHGHUDO�RU�VWDWH�OHYHO�
ZLOO�EH�DGRSWHG��ZKDW�IRUP�VXFK�OHJLVODWLRQ�RU�UHJXODWLRQV�PD\�WDNH�RU�ZKDW�WKHLU�LPSDFW�RQ�XV�PD\�EH��6HH�Item 1 Business—Self-
Referral and Anti-Kickback Legislation��

,I�ZH�DUH�GHHPHG�WR�KDYH�IDLOHG�WR�FRPSO\�ZLWK�WKH�DQWL�NLFNEDFN�VWDWXWH��WKH�6WDUN�/DZ�RU�RWKHU�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��
ZH�FRXOG�EH�VXEMHFWHG�WR�OLDELOLWLHV��LQFOXGLQJ�FULPLQDO�SHQDOWLHV��FLYLO�SHQDOWLHV��LQFOXGLQJ�WKH�ORVV�RI�RXU�OLFHQVHV�WR�RSHUDWH�RQH�RU�
PRUH�IDFLOLWLHV���DQG�H[FOXVLRQ�RI�RQH�RU�PRUH�IDFLOLWLHV�IURP�SDUWLFLSDWLRQ�LQ�WKH�0HGLFDUH��0HGLFDLG�DQG�RWKHU�IHGHUDO�DQG�VWDWH�
KHDOWKFDUH�SURJUDPV��7KH�LPSRVLWLRQ�RI�VXFK�SHQDOWLHV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�RU�
UHVXOWV�RI�RSHUDWLRQV��

:H�DOVR�RSHUDWH�KHDOWK�FDUH�IDFLOLWLHV�LQ�WKH�8QLWHG�.LQJGRP�DQG�KDYH�RSHUDWLRQV�DQG�FRPPHUFLDO�UHODWLRQVKLSV�ZLWK�FRPSDQLHV�
LQ�RWKHU�IRUHLJQ�MXULVGLFWLRQV�DQG��DV�D�UHVXOW��DUH�VXEMHFW�WR�FHUWDLQ�8�6��DQG�IRUHLJQ�ODZV�DSSOLFDEOH�WR�EXVLQHVVHV�JHQHUDOO\��LQFOXGLQJ�
DQWL�FRUUXSWLRQ�ODZV��7KH�)RUHLJQ�&RUUXSW�3UDFWLFHV�$FW�UHJXODWHV�8�6��FRPSDQLHV�LQ�WKHLU�GHDOLQJV�ZLWK�IRUHLJQ�RIILFLDOV��SURKLELWLQJ�
EULEHV�DQG�VLPLODU�SUDFWLFHV��DQG�UHTXLUHV�WKDW�WKH\�PDLQWDLQ�UHFRUGV�WKDW�IDLUO\�DQG�DFFXUDWHO\�UHIOHFW�WUDQVDFWLRQV�DQG�DSSURSULDWH�
LQWHUQDO�DFFRXQWLQJ�FRQWUROV��,Q�DGGLWLRQ��WKH�8QLWHG�.LQJGRP�%ULEHU\�$FW�KDV�ZLGH�MXULVGLFWLRQ�RYHU�FHUWDLQ�DFWLYLWLHV�WKDW�DIIHFW�WKH�
8QLWHG�.LQJGRP��

2XU�RSHUDWLRQV�LQ�WKH�8QLWHG�.LQJGRP�DUH�DOVR�VXEMHFW�WR�D�KLJK�OHYHO�RI�UHJXODWLRQ�UHODWLQJ�WR�UHJLVWUDWLRQ�DQG�OLFHQVLQJ�
UHTXLUHPHQWV�HPSOR\HH�UHJXODWLRQ��FOLQLFDO�VWDQGDUGV��HQYLURQPHQWDO�UXOHV�DV�ZHOO�DV�RWKHU�DUHDV��:H�DUH�DOVR�VXEMHFW�WR�D�KLJKO\�
UHJXODWHG�EXVLQHVV�HQYLURQPHQW��DQG�IDLOXUH�WR�FRPSO\�ZLWK�WKH�YDULRXV�ODZV�DQG�UHJXODWLRQV��DSSOLFDEOH�WR�XV�FRXOG�OHDG�WR�VXEVWDQWLDO�
SHQDOWLHV��DQG�RWKHU�DGYHUVH�HIIHFWV�RQ�RXU�EXVLQHVV��

We are subject to occupational health, safety and other similar regulations and failure to comply with such regulations could 
harm our business and results of operations. 

:H�DUH�VXEMHFW�WR�D�ZLGH�YDULHW\�RI�IHGHUDO��VWDWH�DQG�ORFDO�RFFXSDWLRQDO�KHDOWK�DQG�VDIHW\�ODZV�DQG�UHJXODWLRQV��5HJXODWRU\�
UHTXLUHPHQWV�DIIHFWLQJ�XV�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��WKRVH�FRYHULQJ���L��DLU�DQG�ZDWHU�TXDOLW\�FRQWURO���LL��RFFXSDWLRQDO�KHDOWK�DQG�
VDIHW\��H�J���VWDQGDUGV�UHJDUGLQJ�EORRG�ERUQH�SDWKRJHQV�DQG�HUJRQRPLFV��HWF�����LLL��ZDVWH�PDQDJHPHQW���LY��WKH�KDQGOLQJ�RI�DVEHVWRV��
SRO\FKORULQDWHG�ELSKHQ\OV�DQG�UDGLRDFWLYH�VXEVWDQFHV��DQG��Y��RWKHU�KD]DUGRXV�PDWHULDOV��,I�ZH�IDLO�WR�FRPSO\�ZLWK�WKRVH�VWDQGDUGV��ZH�
PD\�EH�VXEMHFW�WR�VDQFWLRQV�DQG�SHQDOWLHV�WKDW�FRXOG�KDUP�RXU�EXVLQHVV�DQG�UHVXOWV�RI�RSHUDWLRQV��

We may be subject to liabilities from claims brought against our facilities. 

:H�DUH�VXEMHFW�WR�PHGLFDO�PDOSUDFWLFH�ODZVXLWV��SURGXFW�OLDELOLW\�ODZVXLWV��FODVV�DFWLRQ�ODZVXLWV�DQG�RWKHU�OHJDO�DFWLRQV�LQ�WKH�
RUGLQDU\�FRXUVH�RI�EXVLQHVV��6RPH�RI�WKHVH�DFWLRQV�PD\�LQYROYH�ODUJH�FODLPV��DV�ZHOO�DV�VLJQLILFDQW�GHIHQVH�FRVWV��:H�FDQQRW�SUHGLFW�
WKH�RXWFRPH�RI�WKHVH�ODZVXLWV�RU�WKH�HIIHFW�WKDW�ILQGLQJV�LQ�VXFK�ODZVXLWV�PD\�KDYH�RQ�XV��,Q�DQ�HIIRUW�WR�UHVROYH�RQH�RU�PRUH�RI�WKHVH�
PDWWHUV��ZH�PD\�FKRRVH�WR�QHJRWLDWH�D�VHWWOHPHQW��$PRXQWV�ZH�SD\�WR�VHWWOH�DQ\�RI�WKHVH�PDWWHUV�PD\�EH�PDWHULDO��$OO�SURIHVVLRQDO�DQG�
JHQHUDO�OLDELOLW\�LQVXUDQFH�ZH�SXUFKDVH�LV�VXEMHFW�WR�SROLF\�OLPLWDWLRQV��:H�EHOLHYH�WKDW��EDVHG�RQ�RXU�SDVW�H[SHULHQFH�DQG�DFWXDULDO�
HVWLPDWHV��RXU�LQVXUDQFH�FRYHUDJH�LV�DGHTXDWH�FRQVLGHULQJ�WKH�FODLPV�DULVLQJ�IURP�WKH�RSHUDWLRQV�RI�RXU�KRVSLWDOV��:KLOH�ZH�
FRQWLQXRXVO\�PRQLWRU�RXU�FRYHUDJH��RXU�XOWLPDWH�OLDELOLW\�IRU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�FRXOG�FKDQJH�PDWHULDOO\�IURP�
RXU�FXUUHQW�HVWLPDWHV��,I�VXFK�SROLF\�OLPLWDWLRQV�VKRXOG�EH�SDUWLDOO\�RU�IXOO\�H[KDXVWHG�LQ�WKH�IXWXUH��RU�SD\PHQWV�RI�FODLPV�H[FHHG�RXU�
HVWLPDWHV�RU�DUH�QRW�FRYHUHG�E\�RXU�LQVXUDQFH��LW�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLRQV��



���

We may be subject to governmental investigations, regulatory actions and whistleblower lawsuits. 

7KH�IHGHUDO�)DOVH�&ODLPV�$FW�SHUPLWV�SULYDWH�SDUWLHV�WR�EULQJ�TXL�WDP��RU�ZKLVWOHEORZHU��ODZVXLWV�DJDLQVW�FRPSDQLHV��
:KLVWOHEORZHU�SURYLVLRQV�DOORZ�SULYDWH�LQGLYLGXDOV�WR�EULQJ�DFWLRQV�RQ�EHKDOI�RI�WKH�JRYHUQPHQW�DOOHJLQJ�WKDW�WKH�GHIHQGDQW�KDV�
GHIUDXGHG�WKH�IHGHUDO�JRYHUQPHQW��7KHVH�SULYDWH�SDUWLHV�DUH�HQWLWOHG�WR�VKDUH�LQ�DQ\�DPRXQWV�UHFRYHUHG�E\�WKH�JRYHUQPHQW��DQG��DV�D�
UHVXOW��WKH�QXPEHU�RI�ZKLVWOHEORZHU�ODZVXLWV�WKDW�KDYH�EHHQ�ILOHG�DJDLQVW�SURYLGHUV�KDV�LQFUHDVHG�VLJQLILFDQWO\�LQ�UHFHQW�\HDUV��%HFDXVH�
TXL�WDP�ODZVXLWV�DUH�ILOHG�XQGHU�VHDO��ZH�FRXOG�EH�QDPHG�LQ�RQH�RU�PRUH�VXFK�ODZVXLWV�RI�ZKLFK�ZH�DUH�QRW�DZDUH��3OHDVH�VHH�
Item 3. Legal Proceedings�IRU�GLVFORVXUH�RI�FXUUHQW�UHODWHG�PDWWHUV��

The failure of certain employers, or the closure of certain facilities, could have a disproportionate impact on our hospitals. 

7KH�HFRQRPLHV�LQ�WKH�FRPPXQLWLHV�LQ�ZKLFK�RXU�KRVSLWDOV�RSHUDWH�DUH�RIWHQ�GHSHQGHQW�RQ�D�VPDOO�QXPEHU�RI�ODUJH�HPSOR\HUV��
7KRVH�HPSOR\HUV�RIWHQ�SURYLGH�LQFRPH�DQG�KHDOWK�LQVXUDQFH�IRU�D�GLVSURSRUWLRQDWHO\�ODUJH�QXPEHU�RI�FRPPXQLW\�UHVLGHQWV�ZKR�PD\�
GHSHQG�RQ�RXU�KRVSLWDOV�DQG�RWKHU�KHDOWK�FDUH�IDFLOLWLHV�IRU�WKHLU�FDUH��7KH�IDLOXUH�RI�RQH�RU�PRUH�ODUJH�HPSOR\HU�RU�WKH�FORVXUH�RU�
VXEVWDQWLDO�UHGXFWLRQ�LQ�WKH�QXPEHU�RI�LQGLYLGXDOV�HPSOR\HG�DW�IDFLOLWLHV�ORFDWHG�LQ�RU�QHDU�WKH�FRPPXQLWLHV�ZKHUH�RXU�KRVSLWDOV�
RSHUDWH��FRXOG�FDXVH�DIIHFWHG�HPSOR\HHV�WR�PRYH�HOVHZKHUH�WR�VHHN�HPSOR\PHQW�RU�ORVH�LQVXUDQFH�FRYHUDJH�WKDW�ZDV�RWKHUZLVH�
DYDLODEOH�WR�WKHP��7KH�RFFXUUHQFH�RI�WKHVH�HYHQWV�FRXOG�DGYHUVHO\�DIIHFW�RXU�UHYHQXH�DQG�UHVXOWV�RI�RSHUDWLRQV��WKHUHE\�KDUPLQJ�RXU�
EXVLQHVV��

If any of our existing health care facilities lose their accreditation or any of our new facilities fail to receive accreditation, such 
facilities could become ineligible to receive reimbursement under Medicare or Medicaid. 

7KH�FRQVWUXFWLRQ�DQG�RSHUDWLRQ�RI�KHDOWKFDUH�IDFLOLWLHV�DUH�VXEMHFW�WR�H[WHQVLYH�IHGHUDO��VWDWH�DQG�ORFDO�UHJXODWLRQ�UHODWLQJ�WR��
DPRQJ�RWKHU�WKLQJV��WKH�DGHTXDF\�RI�PHGLFDO�FDUH��HTXLSPHQW��SHUVRQQHO��RSHUDWLQJ�SROLFLHV�DQG�SURFHGXUHV��ILUH�SUHYHQWLRQ��UDWH�
VHWWLQJ�DQG�FRPSOLDQFH�ZLWK�EXLOGLQJ�FRGHV�DQG�HQYLURQPHQWDO�SURWHFWLRQ��$GGLWLRQDOO\��VXFK�IDFLOLWLHV�DUH�VXEMHFW�WR�SHULRGLF�
LQVSHFWLRQ�E\�JRYHUQPHQW�DXWKRULWLHV�WR�DVVXUH�WKHLU�FRQWLQXHG�FRPSOLDQFH�ZLWK�WKHVH�YDULRXV�VWDQGDUGV��

$OO�RI�RXU�KRVSLWDOV�DUH�GHHPHG�FHUWLILHG��PHDQLQJ�WKDW�WKH\�DUH�DFFUHGLWHG��SURSHUO\�OLFHQVHG�XQGHU�WKH�UHOHYDQW�VWDWH�ODZV�DQG�
UHJXODWLRQV�DQG�FHUWLILHG�XQGHU�WKH�0HGLFDUH�SURJUDP��7KH�HIIHFW�RI�PDLQWDLQLQJ�FHUWLILHG�IDFLOLWLHV�LV�WR�DOORZ�VXFK�IDFLOLWLHV�WR�
SDUWLFLSDWH�LQ�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV��:H�EHOLHYH�WKDW�DOO�RI�RXU�KHDOWKFDUH�IDFLOLWLHV�DUH�LQ�PDWHULDO�FRPSOLDQFH�ZLWK�
DSSOLFDEOH�IHGHUDO��VWDWH��ORFDO�DQG�RWKHU�UHOHYDQW�UHJXODWLRQV�DQG�VWDQGDUGV��+RZHYHU��VKRXOG�DQ\�RI�RXU�KHDOWKFDUH�IDFLOLWLHV�ORVH�WKHLU�
GHHPHG�FHUWLILHG�VWDWXV�DQG�WKHUHE\�ORVH�FHUWLILFDWLRQ�XQGHU�WKH�0HGLFDUH�RU�0HGLFDLG�SURJUDPV��VXFK�IDFLOLWLHV�ZRXOG�EH�XQDEOH�WR�
UHFHLYH�UHLPEXUVHPHQW�IURP�HLWKHU�RI�WKRVH�SURJUDPV�DQG�RXU�EXVLQHVV�FRXOG�EH�PDWHULDOO\�DGYHUVHO\�HIIHFWHG��

Our growth strategy depends, in part, on acquisitions, and we may not be able to continue to make acquisitions that meet our 
target criteria. We may also have difficulties acquiring hospitals from not-for-profit entities due to regulatory scrutiny. 

$FTXLVLWLRQV�LQ�VHOHFW�PDUNHWV�DUH�D�NH\�HOHPHQW�RI�RXU�JURZWK�VWUDWHJ\��:H�IDFH�FRPSHWLWLRQ�IRU�DFTXLVLWLRQ�FDQGLGDWHV�
SULPDULO\�IURP�RWKHU�IRU�SURILW�KHDOWKFDUH�FRPSDQLHV��DV�ZHOO�DV�IURP�QRW�IRU�SURILW�HQWLWLHV��6RPH�RI�RXU�FRPSHWLWRUV�KDYH�JUHDWHU�
UHVRXUFHV�WKDQ�ZH�GR��$OVR��VXLWDEOH�DFTXLVLWLRQV�PD\�QRW�EH�DFFRPSOLVKHG�GXH�WR�XQIDYRUDEOH�WHUPV��

,Q�DGGLWLRQ��PDQ\�VWDWHV�KDYH�HQDFWHG��RU�DUH�FRQVLGHULQJ�HQDFWLQJ��ODZV�WKDW�DIIHFW�WKH�FRQYHUVLRQ�RU�VDOH�RI�QRW�IRU�SURILW�
KRVSLWDOV�WR�IRU�SURILW�HQWLWLHV��7KHVH�ODZV�JHQHUDOO\�UHTXLUH�SULRU�DSSURYDO�IURP�WKH�VWDWH�DWWRUQH\�JHQHUDO��DGYDQFH�QRWLILFDWLRQ�DQG�
FRPPXQLW\�LQYROYHPHQW��,Q�DGGLWLRQ��DWWRUQH\V�JHQHUDO�LQ�VWDWHV�ZLWKRXW�VSHFLILF�FRQYHUVLRQ�OHJLVODWLRQ�PD\�H[HUFLVH�GLVFUHWLRQDU\�
DXWKRULW\�RYHU�VXFK�WUDQVDFWLRQV��$OWKRXJK�WKH�OHYHO�RI�JRYHUQPHQW�LQYROYHPHQW�YDULHV�IURP�VWDWH�WR�VWDWH��WKH�WUHQG�LV�WR�SURYLGH�IRU�
LQFUHDVHG�JRYHUQPHQWDO�UHYLHZ�DQG��LQ�VRPH�FDVHV��DSSURYDO�RI�D�WUDQVDFWLRQ�LQ�ZKLFK�D�QRW�IRU�SURILW�HQWLW\�VHOOV�D�KHDOWKFDUH�IDFLOLW\�
WR�D�IRU�SURILW�HQWLW\��7KH�DGRSWLRQ�RI�QHZ�RU�H[SDQGHG�FRQYHUVLRQ�OHJLVODWLRQ��LQFUHDVHG�UHYLHZ�RI�QRW�IRU�SURILW�KRVSLWDO�FRQYHUVLRQV�
RU�RXU�LQDELOLW\�WR�HIIHFWLYHO\�FRPSHWH�DJDLQVW�RWKHU�SRWHQWLDO�SXUFKDVHUV�FRXOG�PDNH�LW�PRUH�GLIILFXOW�IRU�XV�WR�DFTXLUH�DGGLWLRQDO�
KRVSLWDOV��LQFUHDVH�RXU�DFTXLVLWLRQ�FRVWV�RU�PDNH�LW�GLIILFXOW�IRU�XV�WR�DFTXLUH�KRVSLWDOV�WKDW�PHHW�RXU�WDUJHW�DFTXLVLWLRQ�FULWHULD��DQ\�RI�
ZKLFK�FRXOG�DGYHUVHO\�DIIHFW�RXU�JURZWK�VWUDWHJ\�DQG�UHVXOWV�RI�RSHUDWLRQV��

)XUWKHU��DQ�DFTXLVLWLRQ�FRXOG�UHVXOW�LQ�D�GLOXWLYH�HIIHFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV��GHSHQGLQJ�RQ�YDULRXV�IDFWRUV��LQFOXGLQJ�WKH�
DPRXQW�SDLG�IRU�WKH�DFTXLVLWLRQ��WKH�DFTXLUHG�SURSHUWLHV�UHVXOWV�RI�RSHUDWLRQV��DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH��HIIHFWV�RI�VXEVHTXHQW�
OHJLVODWLRQ�DQG�OLPLWV�RQ�UDWH�LQFUHDVHV��

We may fail to improve or integrate the operations of the assets we acquire, which could harm our results of operations and 
adversely affect our growth strategy. 

:H�PD\�EH�XQDEOH�WR�WLPHO\�DQG�HIIHFWLYHO\�LQWHJUDWH�WKH�DVVHWV�RU�HQWLWLHV�WKDW�ZH�DFTXLUH�ZLWK�RXU�RQJRLQJ�RSHUDWLRQV��:H�PD\�
H[SHULHQFH�GHOD\V�LQ�LPSOHPHQWLQJ�RSHUDWLQJ�SURFHGXUHV�DQG�V\VWHPV�LQ�QHZO\�DFTXLUHG�RSHUDWLRQV��,QWHJUDWLQJ�DQ�DFTXLVLWLRQ�FRXOG�EH�



���

H[SHQVLYH�DQG�WLPH�FRQVXPLQJ�DQG�FRXOG�GLVUXSW�RXU�RQJRLQJ�EXVLQHVV��QHJDWLYHO\�DIIHFW�FDVK�IORZ�DQG�GLVWUDFW�PDQDJHPHQW�DQG�RWKHU�
NH\�SHUVRQQHO��,Q�DGGLWLRQ��DFTXLVLWLRQ�DFWLYLW\�UHTXLUHV�WUDQVLWLRQV�IURP��DQG�WKH�LQWHJUDWLRQ�RI��RSHUDWLRQV�DQG��XVXDOO\��LQIRUPDWLRQ�
V\VWHPV�WKDW�DUH�XVHG�E\�DFTXLUHG�RSHUDWLRQV��,Q�DGGLWLRQ��VRPH�RI�WKH�DFTXLVLWLRQV�ZH�KDYH�PDGH�KDG�VLJQLILFDQWO\�ORZHU�RSHUDWLQJ�
PDUJLQV�WKDQ�WKH�DVVHWV�ZH�RSHUDWHG�SULRU�WR�WKH�WLPH�RI�RXU�DFTXLVLWLRQ��,I�ZH�IDLO�WR�LPSURYH�WKH�RSHUDWLQJ�PDUJLQV�RI�WKH�RSHUDWLRQV�
ZH�DFTXLUH��RSHUDWH�VXFK�DVVHWV�SURILWDEO\�RU�HIIHFWLYHO\�LQWHJUDWH�WKH�DFTXLUHG�RSHUDWLRQV��RXU�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�KDUPHG��
 

The trend toward value-based purchasing may negatively impact our revenues.��
���

:H�EHOLHYH�WKDW�YDOXH�EDVHG�SXUFKDVLQJ�LQLWLDWLYHV�RI�ERWK�JRYHUQPHQWDO�DQG�SULYDWH�SD\HUV�W\LQJ�ILQDQFLDO�LQFHQWLYHV�WR�TXDOLW\�
DQG�HIILFLHQF\�RI�FDUH�ZLOO�LQFUHDVLQJO\�DIIHFW�WKH�UHVXOWV�RI�RSHUDWLRQV�RI�RXU�KRVSLWDOV�DQG�RWKHU�KHDOWKFDUH�IDFLOLWLHV�DQG�PD\�
QHJDWLYHO\�LPSDFW�RXU�UHYHQXHV�LI�ZH�DUH�XQDEOH�WR�PHHW�H[SHFWHG�TXDOLW\�VWDQGDUGV��7KH�/HJLVODWLRQ�FRQWDLQV�D�QXPEHU�RI�SURYLVLRQV�
LQWHQGHG�WR�SURPRWH�YDOXH�EDVHG�SXUFKDVLQJ�LQ�IHGHUDO�KHDOWKFDUH�SURJUDPV��0HGLFDUH�QRZ�UHTXLUHV�SURYLGHUV�WR�UHSRUW�FHUWDLQ�TXDOLW\�
PHDVXUHV�LQ�RUGHU�WR�UHFHLYH�IXOO�UHLPEXUVHPHQW�LQFUHDVHV�IRU�LQSDWLHQW�DQG�RXWSDWLHQW�SURFHGXUHV�WKDW�ZHUH�SUHYLRXVO\�DZDUGHG�
DXWRPDWLFDOO\��,Q�DGGLWLRQ��KRVSLWDOV�WKDW�PHHW�RU�H[FHHG�FHUWDLQ�TXDOLW\�SHUIRUPDQFH�VWDQGDUGV�ZLOO�UHFHLYH�LQFUHDVHG�UHLPEXUVHPHQW�
SD\PHQWV��DQG�KRVSLWDOV�WKDW�KDYH�³H[FHVV�UHDGPLVVLRQV´�IRU�VSHFLILHG�FRQGLWLRQV�ZLOO�UHFHLYH�UHGXFHG�UHLPEXUVHPHQW��)XUWKHUPRUH��
0HGLFDUH�QR�ORQJHU�SD\V�KRVSLWDOV�DGGLWLRQDO�DPRXQWV�IRU�WKH�WUHDWPHQW�RI�FHUWDLQ�KRVSLWDO�DFTXLUHG�FRQGLWLRQV�XQOHVV�WKH�FRQGLWLRQV�
ZHUH�SUHVHQW�DW�DGPLVVLRQ��%HJLQQLQJ�LQ�IHGHUDO�ILVFDO�\HDU�������KRVSLWDOV�WKDW�UDQN�LQ�WKH�ZRUVW�����RI�DOO�KRVSLWDOV�QDWLRQDOO\�IRU�
KRVSLWDO�DFTXLUHG�FRQGLWLRQV�LQ�WKH�SUHYLRXV�\HDU�ZHUH�VXEMHFW�WR�UHGXFHG�0HGLFDUH�UHLPEXUVHPHQWV��7KH�/HJLVODWLRQ�DOVR�SURKLELWV�WKH�
XVH�RI�IHGHUDO�IXQGV�XQGHU�WKH�0HGLFDLG�SURJUDP�WR�UHLPEXUVH�SURYLGHUV�IRU�WUHDWLQJ�FHUWDLQ�SURYLGHU�SUHYHQWDEOH�FRQGLWLRQV���
���

7KHUH�LV�D�WUHQG�DPRQJ�SULYDWH�SD\HUV�WRZDUG�YDOXH�EDVHG�SXUFKDVLQJ�RI�KHDOWKFDUH�VHUYLFHV��DV�ZHOO��0DQ\�ODUJH�FRPPHUFLDO�
SD\HUV�UHTXLUH�KRVSLWDOV�WR�UHSRUW�TXDOLW\�GDWD��DQG�VHYHUDO�RI�WKHVH�SD\HUV�ZLOO�QRW�UHLPEXUVH�KRVSLWDOV�IRU�FHUWDLQ�SUHYHQWDEOH�DGYHUVH�
HYHQWV��:H�H[SHFW�YDOXH�EDVHG�SXUFKDVLQJ�SURJUDPV��LQFOXGLQJ�SURJUDPV�WKDW�FRQGLWLRQ�UHLPEXUVHPHQW�RQ�SDWLHQW�RXWFRPH�PHDVXUHV��
WR�EHFRPH�PRUH�FRPPRQ�DQG�WR�LQYROYH�D�KLJKHU�SHUFHQWDJH�RI�UHLPEXUVHPHQW�DPRXQWV��:H�DUH�XQDEOH�DW�WKLV�WLPH�WR�SUHGLFW�KRZ�WKLV�
WUHQG�ZLOO�DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV��EXW�LW�FRXOG�QHJDWLYHO\�LPSDFW�RXU�UHYHQXHV�LI�ZH�DUH�XQDEOH�WR�PHHW�TXDOLW\�VWDQGDUGV�
HVWDEOLVKHG�E\�ERWK�JRYHUQPHQWDO�DQG�SULYDWH�SD\HUV���

If we acquire assets or entities with unknown or contingent liabilities, we could become liable for material obligations. 

$VVHWV�RU�HQWLWLHV�WKDW�ZH�DFTXLUH�PD\�KDYH�XQNQRZQ�RU�FRQWLQJHQW�OLDELOLWLHV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��OLDELOLWLHV�IRU�IDLOXUH�
WR�FRPSO\�ZLWK�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��$OWKRXJK�ZH�W\SLFDOO\�DWWHPSW�WR�H[FOXGH�VLJQLILFDQW�OLDELOLWLHV�IURP�RXU�DFTXLVLWLRQ�
WUDQVDFWLRQV�DQG�VHHN�LQGHPQLILFDWLRQ�IURP�WKH�VHOOHUV�IRU�WKHVH�PDWWHUV��ZH�FRXOG�H[SHULHQFH�GLIILFXOW\�HQIRUFLQJ�WKRVH�REOLJDWLRQV�RU�
ZH�FRXOG�LQFXU�PDWHULDO�OLDELOLWLHV�IRU�WKH�SDVW�DFWLYLWLHV�RI�DVVHWV�RU�HQWLWLHV�ZH�DFTXLUH��6XFK�OLDELOLWLHV�DQG�UHODWHG�OHJDO�RU�RWKHU�FRVWV�
DQG�RU�UHVXOWLQJ�GDPDJH�WR�DQ�DFTXLUHG�DVVHW¶V�RU�HQWLWLHV¶�UHSXWDWLRQ�FRXOG�KDUP�RXU�EXVLQHVV��

We are subject to pending legal actions, purported stockholder class actions, governmental investigations and regulatory 
actions. 

:H��RXU�VXEVLGLDULHV��36,��DQG�LWV�VXEVLGLDULHV��DUH�VXEMHFW�WR�SHQGLQJ�OHJDO�DFWLRQV��JRYHUQPHQWDO�LQYHVWLJDWLRQV�DQG�UHJXODWRU\�
DFWLRQV��VHH�Item 3-Legal Proceedings����

'HIHQGLQJ�RXUVHOYHV�DJDLQVW�WKH�DOOHJDWLRQV�LQ�WKH�ODZVXLWV�DQG�JRYHUQPHQWDO�LQYHVWLJDWLRQV��RU�VLPLODU�PDWWHUV�DQG�DQ\�UHODWHG�
SXEOLFLW\��FRXOG�SRWHQWLDOO\�HQWDLO�VLJQLILFDQW�FRVWV�DQG�FRXOG�UHTXLUH�VLJQLILFDQW�DWWHQWLRQ�IURP�RXU�PDQDJHPHQW�DQG�RXU�UHSXWDWLRQ�
FRXOG�VXIIHU�VLJQLILFDQWO\��:H�DUH�XQDEOH�WR�SUHGLFW�WKH�RXWFRPH�RI�WKHVH�PDWWHUV�RU�WR�UHDVRQDEO\�HVWLPDWH�WKH�DPRXQW�RU�UDQJH�RI�DQ\�
VXFK�ORVV��KRZHYHU��WKHVH�ODZVXLWV�DQG�WKH�UHODWHG�SXEOLFLW\�DQG�QHZV�DUWLFOHV�WKDW�KDYH�EHHQ�SXEOLVKHG�FRQFHUQLQJ�WKHVH�PDWWHUV�FRXOG�
KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV�DQG�RU�FDVK�IORZV�ZKLFK�LQ�WXUQ�FRXOG�FDXVH�D�
GHFOLQH�LQ�RXU�VWRFN�SULFH��

:H�DUH�DQG�PD\�EHFRPH�VXEMHFW�WR�RWKHU�ORVV�FRQWLQJHQFLHV��ERWK�NQRZQ�DQG�XQNQRZQ��ZKLFK�PD\�UHODWH�WR�SDVW��SUHVHQW�DQG�
IXWXUH�IDFWV��HYHQWV��FLUFXPVWDQFHV�DQG�RFFXUUHQFHV��6KRXOG�DQ�XQIDYRUDEOH�RXWFRPH�RFFXU�LQ�VRPH�RU�DOO�RI�RXU�OHJDO�SURFHHGLQJV�RU�
RWKHU�ORVV�FRQWLQJHQFLHV��RU�LI�VXFFHVVIXO�FODLPV�DQG�RWKHU�DFWLRQV�DUH�EURXJKW�DJDLQVW�XV�LQ�WKH�IXWXUH��WKHUH�FRXOG�EH�D�PDWHULDO�DGYHUVH�
LPSDFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ��UHVXOWV�RI�RSHUDWLRQV�DQG�OLTXLGLW\���

,Q�SDUWLFXODU��JRYHUQPHQW�LQYHVWLJDWLRQV��DV�ZHOO�DV�TXL�WDP�DQG�VWRFNKROGHU�ODZVXLWV��PD\�OHDG�WR�PDWHULDO�ILQHV��SHQDOWLHV��
GDPDJHV�SD\PHQWV�RU�RWKHU�VDQFWLRQV��LQFOXGLQJ�H[FOXVLRQ�IURP�JRYHUQPHQW�KHDOWKFDUH�SURJUDPV��6HWWOHPHQWV�RI�ODZVXLWV�LQYROYLQJ�
0HGLFDUH�DQG�0HGLFDLG�LVVXHV�URXWLQHO\�UHTXLUH�ERWK�PRQHWDU\�SD\PHQWV�DQG�FRUSRUDWH�LQWHJULW\�DJUHHPHQWV��HDFK�RI�ZKLFK�FRXOG�
KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��UHVXOWV�RI�RSHUDWLRQV�DQG�RU�FDVK�IORZV��



���

State efforts to regulate the construction or expansion of health care facilities could impair our ability to expand. 

0DQ\�RI�WKH�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH�KRVSLWDOV�KDYH�HQDFWHG�&HUWLILFDWHV�RI�1HHG��RU��³&21´���ODZV�DV�D�FRQGLWLRQ�SULRU�WR�
KRVSLWDO�FDSLWDO�H[SHQGLWXUHV��FRQVWUXFWLRQ��H[SDQVLRQ��PRGHUQL]DWLRQ�RU�LQLWLDWLRQ�RI�PDMRU�QHZ�VHUYLFHV��2XU�IDLOXUH�WR�REWDLQ�
QHFHVVDU\�VWDWH�DSSURYDO�FRXOG�UHVXOW�LQ�RXU�LQDELOLW\�WR�FRPSOHWH�D�SDUWLFXODU�KRVSLWDO�DFTXLVLWLRQ��H[SDQVLRQ�RU�UHSODFHPHQW��PDNH�D�
IDFLOLW\�LQHOLJLEOH�WR�UHFHLYH�UHLPEXUVHPHQW�XQGHU�WKH�0HGLFDUH�RU�0HGLFDLG�SURJUDPV��UHVXOW�LQ�WKH�UHYRFDWLRQ�RI�D�IDFLOLW\¶V�OLFHQVH�RU�
LPSRVH�FLYLO�RU�FULPLQDO�SHQDOWLHV�RQ�XV��DQ\�RI�ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV��

,Q�DGGLWLRQ��VLJQLILFDQW�&21�UHIRUPV�KDYH�EHHQ�SURSRVHG�LQ�D�QXPEHU�RI�VWDWHV�WKDW�ZRXOG�LQFUHDVH�WKH�FDSLWDO�VSHQGLQJ�
WKUHVKROGV�DQG�SURYLGH�H[HPSWLRQV�RI�YDULRXV�VHUYLFHV�IURP�UHYLHZ�UHTXLUHPHQWV��,Q�WKH�SDVW��ZH�KDYH�QRW�H[SHULHQFHG�DQ\�PDWHULDO�
DGYHUVH�HIIHFWV�IURP�WKRVH�UHTXLUHPHQWV��EXW�ZH�FDQQRW�SUHGLFW�WKH�LPSDFW�RI�WKHVH�FKDQJHV�XSRQ�RXU�RSHUDWLRQV��

Controls designed to reduce inpatient services and increasing rates of “denials” may reduce our revenues. 

&RQWUROV�LPSRVHG�E\�WKLUG�SDUW\�SD\HUV�GHVLJQHG�WR�UHGXFH�DGPLVVLRQV�DQG�OHQJWKV�RI�VWD\��FRPPRQO\�UHIHUUHG�WR�DV�³XWLOL]DWLRQ�
UHYLHZ�´�KDYH�DIIHFWHG�DQG�DUH�H[SHFWHG�WR�FRQWLQXH�WR�DIIHFW�RXU�IDFLOLWLHV��8WLOL]DWLRQ�UHYLHZ�HQWDLOV�WKH�UHYLHZ�RI�WKH�DGPLVVLRQ�DQG�
FRXUVH�RI�WUHDWPHQW�RI�D�SDWLHQW�E\�PDQDJHG�FDUH�SODQV��,QSDWLHQW�XWLOL]DWLRQ��DYHUDJH�OHQJWKV�RI�VWD\�DQG�RFFXSDQF\�UDWHV�FRQWLQXH�WR�
EH�QHJDWLYHO\�DIIHFWHG�E\�SD\HU�UHTXLUHG�SUHDGPLVVLRQ�DXWKRUL]DWLRQ�DQG�XWLOL]DWLRQ�UHYLHZ�DQG�E\�SD\HU�SUHVVXUH�WR�PD[LPL]H�
RXWSDWLHQW�DQG�DOWHUQDWLYH�KHDOWKFDUH�GHOLYHU\�VHUYLFHV�IRU�OHVV�DFXWHO\�LOO�SDWLHQWV��(IIRUWV�WR�LPSRVH�PRUH�VWULQJHQW�FRVW�FRQWUROV�DUH�
H[SHFWHG�WR�FRQWLQXH��,Q�DGGLWLRQ��ZH�KDYH�EHHQ�H[SHULHQFLQJ�LQFUHDVLQJ�UDWHV�RI�GHQLHG�FODLPV��³GHQLDOV´��IURP�PDQDJHG�FDUH�SD\HUV�
ZKLFK�KDYH�UHGXFHG�RXU�QHW�UHYHQXHV�DQG�LQFUHDVHG�RXU�RSHUDWLQJ�FRVWV�DV�ZH�GHYRWH�DGGLWLRQDO�UHVRXUFHV�WR�HQKDQFHG�GRFXPHQWDWLRQ�
DQG�FROOHFWLRQ�HIIRUWV���$OWKRXJK�ZH�FDQQRW�SUHGLFW�WKH�HIIHFW�WKHVH�IDFWRUV�ZLOO�KDYH�RQ�RXU�RSHUDWLRQV��VLJQLILFDQW�OLPLWV�RQ�WKH�VFRSH�
RI�VHUYLFHV�UHLPEXUVHG��DQG�UHLPEXUVHPHQWV�ZLWKKHOG�GXH�WR�GHQLDOV��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�
SRVLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV��

Our revenues and volume trends may be adversely affected by certain factors over which we have no control. 

2XU�UHYHQXHV�DQG�YROXPH�WUHQGV�DUH�GHSHQGHQW�RQ�PDQ\�IDFWRUV��LQFOXGLQJ�SK\VLFLDQV¶�FOLQLFDO�GHFLVLRQV�DQG�DYDLODELOLW\��SD\HU�
SURJUDPV�VKLIWLQJ�WR�D�PRUH�RXWSDWLHQW�EDVHG�HQYLURQPHQW��ZKHWKHU�RU�QRW�FHUWDLQ�VHUYLFHV�DUH�RIIHUHG��VHDVRQDO�DQG�VHYHUH�ZHDWKHU�
FRQGLWLRQV��LQFOXGLQJ�WKH�HIIHFWV�RI�H[WUHPH�ORZ�WHPSHUDWXUHV��KXUULFDQHV�DQG�WRUQDGRV��HDUWKTXDNHV��FOLPDWH�FKDQJH��FXUUHQW�ORFDO�
HFRQRPLF�DQG�GHPRJUDSKLF�FKDQJHV��,Q�DGGLWLRQ��WHFKQRORJLFDO�GHYHORSPHQWV�DQG�SKDUPDFHXWLFDO�LPSURYHPHQWV�PD\�UHGXFH�WKH�
GHPDQG�IRU�KHDOWKFDUH�VHUYLFHV�RU�WKH�SURILWDELOLW\�RI�WKH�VHUYLFHV�ZH�RIIHU��

A pandemic, epidemic or outbreak of a contagious disease in the markets in which we operate or that otherwise impacts our 
facilities could adversely impact our business. �

,I�D�SDQGHPLF�RU�RWKHU�SXEOLF�KHDOWK�FULVLV�ZHUH�WR�DIIHFW�RXU�PDUNHWV��VXFK�DV�D�PDMRU�EUHDNRXW�RI�WKH�&RURQDYLUXV�LQ�WKH�8QLWHG�
6WDWHV�RU�WKH�8QLWHG�.LQJGRP��RXU�EXVLQHVV�FRXOG�EH�DGYHUVHO\�DIIHFWHG��6XFK�D�FULVLV�FRXOG�GLPLQLVK�WKH�SXEOLF�WUXVW�LQ�KHDOWKFDUH�
IDFLOLWLHV��HVSHFLDOO\�KRVSLWDOV�WKDW�IDLO�WR�DFFXUDWHO\�RU�WLPHO\�GLDJQRVH��RU�WKDW�DUH�WUHDWLQJ��RU�KDYH�WUHDWHG��SDWLHQWV�DIIHFWHG�E\�
FRQWDJLRXV�GLVHDVHV��,I�DQ\�RI�RXU�IDFLOLWLHV�ZHUH�LQYROYHG�LQ�WUHDWLQJ�SDWLHQWV�IRU�VXFK�D�FRQWDJLRXV�GLVHDVH��RWKHU�SDWLHQWV�PLJKW�FDQFHO�
HOHFWLYH�SURFHGXUHV�RU�IDLO�WR�VHHN�QHHGHG�FDUH�DW�RXU�IDFLOLWLHV��)XUWKHU��D�SDQGHPLF�PLJKW�DGYHUVHO\�LPSDFW�RXU�EXVLQHVV�E\�FDXVLQJ�D�
WHPSRUDU\�VKXWGRZQ�RU�GLYHUVLRQ�RI�SDWLHQWV��E\�GLVUXSWLQJ�RU�GHOD\LQJ�SURGXFWLRQ�DQG�GHOLYHU\�RI�PDWHULDOV�DQG�SURGXFWV�LQ�WKH�VXSSO\�
FKDLQ�RU�E\�FDXVLQJ�VWDIILQJ�VKRUWDJHV�LQ�RXU�IDFLOLWLHV��$OWKRXJK�ZH�KDYH�GLVDVWHU�SODQV�LQ�SODFH�DQG�RSHUDWH�SXUVXDQW�WR�LQIHFWLRXV�
GLVHDVH�SURWRFROV��WKH�SRWHQWLDO�LPSDFW�RI�D�SDQGHPLF��HSLGHPLF�RU�RXWEUHDN�RI�D�FRQWDJLRXV�GLVHDVH�ZLWK�UHVSHFW�WR�RXU�PDUNHWV�RU�RXU�
IDFLOLWLHV�LV�GLIILFXOW�WR�SUHGLFW�DQG�FRXOG�DGYHUVHO\�LPSDFW�RXU�EXVLQHVV���

A worsening of economic and employment conditions in the United States could materially affect our business and future 
results of operations. 

2XU�SDWLHQW�YROXPHV��UHYHQXHV�DQG�ILQDQFLDO�UHVXOWV�GHSHQG�VLJQLILFDQWO\�RQ�WKH�XQLYHUVH�RI�SDWLHQWV�ZLWK�KHDOWK�LQVXUDQFH��ZKLFK�
WR�D�ODUJH�H[WHQW�LV�GHSHQGHQW�RQ�WKH�HPSOR\PHQW�VWDWXV�RI�LQGLYLGXDOV�LQ�RXU�PDUNHWV��:RUVHQLQJ�RI�HFRQRPLF�FRQGLWLRQV�PD\�UHVXOW�LQ�
D�KLJKHU�XQHPSOR\PHQW�UDWH�ZKLFK�PD\�LQFUHDVH�WKH�QXPEHU�RI�LQGLYLGXDOV�ZLWKRXW�KHDOWK�LQVXUDQFH��$V�D�UHVXOW��RXU�IDFLOLWLHV�PD\�
H[SHULHQFH�D�GHFUHDVH�LQ�SDWLHQW�YROXPHV��SDUWLFXODUO\�LQ�OHVV�LQWHQVH��PRUH�HOHFWLYH�VHUYLFH�OLQHV��RU�DQ�LQFUHDVH�LQ�VHUYLFHV�SURYLGHG�WR�
XQLQVXUHG�SDWLHQWV��7KHVH�IDFWRUV�FRXOG�KDYH�D�PDWHULDO�XQIDYRUDEOH�LPSDFW�RQ�RXU�IXWXUH�SDWLHQW�YROXPHV��UHYHQXHV�DQG�RSHUDWLQJ�
UHVXOWV��

,Q�DGGLWLRQ��DV�RI�'HFHPEHU�����������ZH�KDG�DSSUR[LPDWHO\������ELOOLRQ�RI�JRRGZLOO�UHFRUGHG�RQ�RXU�FRQVROLGDWHG�EDODQFH�
VKHHW��6KRXOG�WKH�UHYHQXHV�DQG�ILQDQFLDO�UHVXOWV�RI�RXU�DFXWH�FDUH�DQG�RU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�EH�PDWHULDOO\��XQIDYRUDEO\�
LPSDFWHG�GXH�WR��DPRQJ�RWKHU�WKLQJV��D�ZRUVHQLQJ�RI�WKH�HFRQRPLF�DQG�HPSOR\PHQW�FRQGLWLRQV�LQ�WKH�8QLWHG�6WDWHV�WKDW�FRXOG�
QHJDWLYHO\�LPSDFW�RXU�SDWLHQW�YROXPHV�DQG�UHLPEXUVHPHQW�UDWHV��D�FRQWLQXHG�ULVH�LQ�WKH�XQHPSOR\PHQW�UDWH�DQG�FRQWLQXHG�LQFUHDVHV�LQ�



���

WKH�QXPEHU�RI�XQLQVXUHG�SDWLHQWV�WUHDWHG�DW�RXU�IDFLOLWLHV��ZH�PD\�LQFXU�IXWXUH�FKDUJHV�WR�UHFRJQL]H�LPSDLUPHQW�LQ�WKH�FDUU\LQJ�YDOXH�RI�
RXU�JRRGZLOO�DQG�RWKHU�LQWDQJLEOH�DVVHWV��ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�ILQDQFLDO�UHVXOWV��

Legal uncertainty or a worsening of the economic conditions in the United Kingdom could materially affect our business and 
future results of operations. 

2Q�-XQH�����������WKH�8QLWHG�.LQJGRP�DIILUPDWLYHO\�YRWHG�LQ�D�QRQ�ELQGLQJ�UHIHUHQGXP�LQ�IDYRU�RI�WKH�H[LW�RI�WKH�8QLWHG�
.LQJGRP�IURP�WKH�(XURSHDQ�8QLRQ��WKH�³%UH[LW´��DQG�LW�ZDV�DSSURYHG�E\�YRWH�RI�WKH�%ULWLVK�OHJLVODWXUH��2Q�0DUFK�����������WKH�
8QLWHG�.LQJGRP�WULJJHUHG�$UWLFOH����RI�WKH�/LVERQ�7UHDW\��IRUPDOO\�VWDUWLQJ�QHJRWLDWLRQV�UHJDUGLQJ�LWV�H[LW�IURP�WKH�(XURSHDQ�8QLRQ��
2Q�-DQXDU\����������WKH�8QLWHG�.LQJGRP�IRUPDOO\�H[LWHG�WKH�(XURSHDQ�8QLRQ��7KH�8QLWHG�.LQJGRP�DQG�(XURSHDQ�8QLRQ�ZLOO�QRZ�
HQWHU�LQWR�D�WUDQVLWLRQ�SHULRG�LQ�ZKLFK�WKH�WHUPV�RI�WKH�IXWXUH�UHODWLRQVKLS�PXVW�EH�QHJRWLDWHG��7KH�RXWFRPH�RI�WKHVH�QHJRWLDWLRQV�LV�
XQFHUWDLQ��DQG�ZH�GR�QRW�NQRZ�WR�ZKDW�H[WHQW�%UH[LW�ZLOO�XOWLPDWHO\�LPSDFW�WKH�EXVLQHVV�DQG�UHJXODWRU\�HQYLURQPHQW�LQ�WKH�8QLWHG�
.LQJGRP��WKH�(XURSHDQ�8QLRQ��RU�RWKHU�FRXQWULHV��7KH�8QLWHG�.LQJGRP�ZLOO�FRQWLQXH�WR�IROORZ�(XURSHDQ�8QLRQ�UXOHV�WKURXJK�DW�OHDVW�
'HFHPEHU�����������WKH�³7UDQVLWLRQ�3HULRG´����7KH�7UDQVLWLRQ�3HULRG�PD\�EH�H[WHQGHG�WKURXJK�'HFHPEHU�������������

,Q�WKH�DEVHQFH�RI�D�IXWXUH�WUDGH�GHDO��IROORZLQJ�WKH�H[SLUDWLRQ�RI�WKH�7UDQVLWLRQ�3HULRG��WKH�8QLWHG�.LQJGRP¶V�WUDGH�ZLWK�WKH�
(XURSHDQ�8QLRQ�DQG�WKH�UHVW�RI�WKH�ZRUOG�ZRXOG�EH�VXEMHFW�WR�WDULIIV�DQG�GXWLHV�VHW�E\�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��7KHVH�FKDQJHV�WR�
WKH�WUDGLQJ�UHODWLRQVKLS�EHWZHHQ�WKH�8QLWHG�.LQJGRP�DQG�WKH�(XURSHDQ�8QLRQ�ZRXOG�OLNHO\�UHVXOW�LQ�LQFUHDVHG�FRVW�RI�JRRGV�LPSRUWHG�
LQWR�WKH�8QLWHG�.LQJGRP��$GGLWLRQDO�FXUUHQF\�YRODWLOLW\�FRXOG�UHVXOW�LQ�D�ZHDNHU�%ULWLVK�SRXQG��ZKLFK�PD\�GHFUHDVH�WKH�SURILWDELOLW\�
RI�RXU�RSHUDWLRQV�LQ�WKH�8QLWHG�.LQJGRP��$�ZHDNHU�%ULWLVK�SRXQG�YHUVXV�WKH�8�6��'ROODU�DOVR�FDXVHV�ORFDO�FXUUHQF\�UHVXOWV�RI�RXU�
8QLWHG�.LQJGRP�RSHUDWLRQV�WR�EH�WUDQVODWHG�LQWR�IHZHU�8�6��'ROODUV�GXULQJ�D�UHSRUWLQJ�SHULRG���

%UH[LW�FRXOG�OHDG�WR�OHJDO�DQG�UHJXODWRU\�XQFHUWDLQW\�DV�WKH�8QLWHG�.LQJGRP�GHWHUPLQHV�ZKLFK�(XURSHDQ�8QLRQ�ODZV�WR�UHSODFH�
RU�UHSOLFDWH��%UH[LW�FRXOG�DOVR�OHDG�WR�LQFUHDVHG�OHJDO�DQG�UHJXODWRU\�FRPSOH[LW\�DV�QDWLRQDO�ODZV�DQG�UHJXODWLRQV�LQ�WKH�8QLWHG�
.LQJGRP�VWDUW�WR�GLYHUJH�IURP�(XURSHDQ�8QLRQ�ODZV�DQG�UHJXODWLRQV��7KH�H[LW�RI�WKH�8QLWHG�.LQJGRP�IURP�WKH�(XURSHDQ�8QLRQ�FRXOG�
DOVR�FUHDWH�IXWXUH�HFRQRPLF�XQFHUWDLQW\��ERWK�LQ�WKH�8QLWHG�.LQJGRP�DQG�JOREDOO\�DQG�FRXOG�FDXVH�GLVUXSWLRQV�WR�DQG�FUHDWH�
XQFHUWDLQW\�VXUURXQGLQJ�RXU�EXVLQHVV��$Q\�RI�WKHVH�HIIHFWV�RI�%UH[LW��DQG�RWKHUV�ZH�FDQQRW�DQWLFLSDWH��FRXOG�KDUP�RXU�EXVLQHVV��
ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV��

Fluctuations in our operating results, quarter to quarter earnings and other factors may result in decreases in the price of our 
common stock. 

7KH�VWRFN�PDUNHWV�KDYH�H[SHULHQFHG�YRODWLOLW\�WKDW�KDV�RIWHQ�EHHQ�XQUHODWHG�WR�RSHUDWLQJ�SHUIRUPDQFH��7KHVH�EURDG�PDUNHW�
IOXFWXDWLRQV�PD\�DGYHUVHO\�DIIHFW�WKH�WUDGLQJ�SULFH�RI�RXU�FRPPRQ�VWRFN�DQG��DV�D�UHVXOW��WKHUH�PD\�EH�VLJQLILFDQW�YRODWLOLW\�LQ�WKH�
PDUNHW�SULFH�RI�RXU�FRPPRQ�VWRFN��,I�ZH�DUH�XQDEOH�WR�RSHUDWH�RXU�KRVSLWDOV�DV�SURILWDEO\�DV�ZH�KDYH�LQ�WKH�SDVW�RU�DV�RXU�VWRFNKROGHUV�
H[SHFW�XV�WR�LQ�WKH�IXWXUH��WKH�PDUNHW�SULFH�RI�RXU�FRPPRQ�VWRFN�ZLOO�OLNHO\�GHFOLQH�DV�VWRFNKROGHUV�FRXOG�VHOO�VKDUHV�RI�RXU�FRPPRQ�
VWRFN�ZKHQ�LW�EHFRPHV�DSSDUHQW�WKDW�WKH�PDUNHW�H[SHFWDWLRQV�PD\�QRW�EH�UHDOL]HG��

,Q�DGGLWLRQ�WR�RXU�RSHUDWLQJ�UHVXOWV��PDQ\�HFRQRPLF�DQG�VHDVRQDO�IDFWRUV�RXWVLGH�RI�RXU�FRQWURO�FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�
WKH�SULFH�RI�RXU�FRPPRQ�VWRFN�DQG�LQFUHDVH�IOXFWXDWLRQV�LQ�RXU�TXDUWHUO\�HDUQLQJV��7KHVH�IDFWRUV�LQFOXGH�FHUWDLQ�RI�WKH�ULVNV�GLVFXVVHG�
KHUHLQ��GHPRJUDSKLF�FKDQJHV��RSHUDWLQJ�UHVXOWV�RI�RWKHU�KRVSLWDO�FRPSDQLHV��FKDQJHV�LQ�RXU�ILQDQFLDO�HVWLPDWHV�RU�UHFRPPHQGDWLRQV�RI�
VHFXULWLHV�DQDO\VWV��VSHFXODWLRQ�LQ�WKH�SUHVV�RU�LQYHVWPHQW�FRPPXQLW\��WKH�SRVVLEOH�HIIHFWV�RI�ZDU��WHUURULVW�DQG�RWKHU�KRVWLOLWLHV��DGYHUVH�
ZHDWKHU�FRQGLWLRQV��ZKHWKHU�FDXVHG�E\�FOLPDWH�FKDQJH�RU�RWKHUZLVH���WKH�OHYHO�RI�VHDVRQDO�LOOQHVVHV��PDQDJHG�FDUH�FRQWUDFW�
QHJRWLDWLRQV�DQG�WHUPLQDWLRQV��FKDQJHV�LQ�JHQHUDO�FRQGLWLRQV�LQ�WKH�HFRQRP\�RU�WKH�ILQDQFLDO�PDUNHWV��RU�RWKHU�GHYHORSPHQWV�DIIHFWLQJ�
WKH�KHDOWK�FDUH�LQGXVWU\��

Our financial results may be adversely affected by fluctuations in foreign currency exchange rates. 

:H�DUH�H[SRVHG�WR�FXUUHQF\�H[FKDQJH�ULVN�ZLWK�UHVSHFW�WR�WKH�8�6��'ROODU�LQ�UHODWLRQ�WR�WKH�3RXQG�VWHUOLQJ��EHFDXVH�D�SRUWLRQ�RI�
RXU�UHYHQXH�DQG�H[SHQVHV�DUH�GHQRPLQDWHG�LQ�3RXQGV��:H�PRQLWRU�FKDQJHV�LQ�RXU�H[SRVXUH�WR�H[FKDQJH�UDWH�ULVN��:KLOH�ZH�PD\�HOHFW�
WR�HQWHU�LQWR�KHGJLQJ�DUUDQJHPHQWV�WR�SURWHFW�RXU�EXVLQHVV�DJDLQVW�FHUWDLQ�FXUUHQF\�IOXFWXDWLRQV��WKHVH�KHGJLQJ�DUUDQJHPHQWV�GR�QRW�
SURYLGH�FRPSUHKHQVLYH�SURWHFWLRQ��DQG�RXU�UHVXOWV�RI�RSHUDWLRQV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�E\�IRUHLJQ�H[FKDQJH�IOXFWXDWLRQV��

We are subject to significant corporate regulation as a public company and failure to comply with all applicable regulations 
could subject us to liability or negatively affect our stock price. 

$V�D�SXEOLFO\�WUDGHG�FRPSDQ\��ZH�DUH�VXEMHFW�WR�D�VLJQLILFDQW�ERG\�RI�UHJXODWLRQ��LQFOXGLQJ�WKH�6DUEDQHV�2[OH\�$FW�RI�������
:KLOH�ZH�KDYH�GHYHORSHG�DQG�LQVWLWXWHG�D�FRUSRUDWH�FRPSOLDQFH�SURJUDP�EDVHG�RQ�ZKDW�ZH�EHOLHYH�DUH�WKH�FXUUHQW�EHVW�SUDFWLFHV�LQ�
FRUSRUDWH�JRYHUQDQFH�DQG�FRQWLQXH�WR�XSGDWH�WKLV�SURJUDP�LQ�UHVSRQVH�WR�QHZO\�LPSOHPHQWHG�RU�FKDQJLQJ�UHJXODWRU\�UHTXLUHPHQWV��ZH�



���

FDQQRW�SURYLGH�DVVXUDQFH�WKDW�ZH�DUH�RU�ZLOO�EH�LQ�FRPSOLDQFH�ZLWK�DOO�SRWHQWLDOO\�DSSOLFDEOH�FRUSRUDWH�UHJXODWLRQV��)RU�H[DPSOH��ZH�
FDQQRW�SURYLGH�DVVXUDQFH�WKDW��LQ�WKH�IXWXUH��RXU�PDQDJHPHQW�ZLOO�QRW�ILQG�D�PDWHULDO�ZHDNQHVV�LQ�FRQQHFWLRQ�ZLWK�LWV�DQQXDO�UHYLHZ�RI�
RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�SXUVXDQW�WR�6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW��:H�DOVR�FDQQRW�SURYLGH�DVVXUDQFH�WKDW�
ZH�FRXOG�FRUUHFW�DQ\�VXFK�ZHDNQHVV�WR�DOORZ�RXU�PDQDJHPHQW�WR�DVVHVV�WKH�HIIHFWLYHQHVV�RI�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�
UHSRUWLQJ�DV�RI�WKH�HQG�RI�RXU�ILVFDO�\HDU�LQ�WLPH�WR�HQDEOH�RXU�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�WR�VWDWH�WKDW�VXFK�
DVVHVVPHQW�ZLOO�KDYH�EHHQ�IDLUO\�VWDWHG�LQ�RXU�$QQXDO�5HSRUW�RQ�)RUP����.�RU�VWDWH�WKDW�ZH�KDYH�PDLQWDLQHG�HIIHFWLYH�LQWHUQDO�FRQWURO�
RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�WKH�HQG�RI�RXU�ILVFDO�\HDU��,I�ZH�IDLO�WR�FRPSO\�ZLWK�DQ\�RI�WKHVH�UHJXODWLRQV��ZH�FRXOG�EH�VXEMHFW�WR�D�
UDQJH�RI�UHJXODWRU\�DFWLRQV��ILQHV�RU�RWKHU�VDQFWLRQV�RU�OLWLJDWLRQ��,I�ZH�PXVW�GLVFORVH�DQ\�PDWHULDO�ZHDNQHVV�LQ�RXU�LQWHUQDO�FRQWURO�
RYHU�ILQDQFLDO�UHSRUWLQJ��RXU�VWRFN�SULFH�FRXOG�GHFOLQH��

A cyber security incident could cause a violation of HIPAA, breach of member privacy, or other negative impacts. 

:H�UHO\�H[WHQVLYHO\�RQ�RXU�LQIRUPDWLRQ�WHFKQRORJ\��³,7´��V\VWHPV�WR�PDQDJH�FOLQLFDO�DQG�ILQDQFLDO�GDWD��FRPPXQLFDWH�ZLWK�RXU�
SDWLHQWV��SD\HUV��YHQGRUV�DQG�RWKHU�WKLUG�SDUWLHV�DQG�VXPPDUL]H�DQG�DQDO\]H�RSHUDWLQJ�UHVXOWV��,Q�DGGLWLRQ��ZH�KDYH�PDGH�VLJQLILFDQW�
LQYHVWPHQWV�LQ�WHFKQRORJ\�WR�DGRSW�DQG�XWLOL]H�HOHFWURQLF�KHDOWK�UHFRUGV�DQG�WR�EHFRPH�PHDQLQJIXO�XVHUV�RI�KHDOWK�LQIRUPDWLRQ�
WHFKQRORJ\�SXUVXDQW�WR�WKH�$PHULFDQ�5HFRYHU\�DQG�5HLQYHVWPHQW�$FW�RI�������$�F\EHU�DWWDFN�WKDW�E\SDVVHV�RXU�,7�VHFXULW\�V\VWHPV�
FDXVLQJ�DQ�,7�VHFXULW\�EUHDFK��ORVV�RI�SURWHFWHG�KHDOWK�LQIRUPDWLRQ�RU�RWKHU�GDWD�VXEMHFW�WR�SULYDF\�ODZV��ORVV�RI�SURSULHWDU\�EXVLQHVV�
LQIRUPDWLRQ��RU�D�PDWHULDO�GLVUXSWLRQ�RI�RXU�,7�EXVLQHVV�V\VWHPV��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�EXVLQHVV�DQG�UHVXOW�RI�
RSHUDWLRQV��,Q�DGGLWLRQ��RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��DV�ZHOO�DV�RXU�UHSXWDWLRQ��FRXOG�EH�DGYHUVHO\�LPSDFWHG�E\�WKHIW��GHVWUXFWLRQ��
ORVV��RU�PLVDSSURSULDWLRQ�RI�SXEOLF�KHDOWK�LQIRUPDWLRQ��RWKHU�FRQILGHQWLDO�GDWD�RU�SURSULHWDU\�EXVLQHVV�LQIRUPDWLRQ��

Different interpretations of accounting principles could have a material adverse effect on our results of operations or financial 
condition. 

*HQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�DUH�FRPSOH[��FRQWLQXDOO\�HYROYLQJ�DQG�PD\�EH�VXEMHFW�WR�YDULHG�LQWHUSUHWDWLRQ�E\�XV��
RXU�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�DQG�WKH�6(&��6XFK�YDULHG�LQWHUSUHWDWLRQV�FRXOG�UHVXOW�IURP�GLIIHULQJ�YLHZV�UHODWHG�
WR�VSHFLILF�IDFWV�DQG�FLUFXPVWDQFHV��'LIIHUHQFHV�LQ�LQWHUSUHWDWLRQ�RI�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�FRXOG�KDYH�D�PDWHULDO�
DGYHUVH�HIIHFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV��

We continue to see rising costs in construction materials and labor. Such increased costs could have an adverse effect on the 
cash flow return on investment relating to our capital projects. 

7KH�FRVW�RI�FRQVWUXFWLRQ�PDWHULDOV�DQG�ODERU�KDV�VLJQLILFDQWO\�LQFUHDVHG��$V�ZH�FRQWLQXH�WR�LQYHVW�LQ�PRGHUQ�WHFKQRORJLHV��
HPHUJHQF\�URRPV�DQG�RSHUDWLQJ�URRP�H[SDQVLRQV��WKH�FRQVWUXFWLRQ�RI�PHGLFDO�RIILFH�EXLOGLQJV�IRU�SK\VLFLDQ�H[SDQVLRQ�DQG�
UHFRQILJXULQJ�WKH�IORZ�RI�SDWLHQW�FDUH��ZH�VSHQG�ODUJH�DPRXQWV�RI�PRQH\�JHQHUDWHG�IURP�RXU�RSHUDWLQJ�FDVK�IORZ�RU�ERUURZHG�IXQGV��
$OWKRXJK�ZH�HYDOXDWH�WKH�ILQDQFLDO�IHDVLELOLW\�RI�VXFK�SURMHFWV�E\�GHWHUPLQLQJ�ZKHWKHU�WKH�SURMHFWHG�FDVK�IORZ�UHWXUQ�RQ�LQYHVWPHQW�
H[FHHGV�RXU�FRVW�RI�FDSLWDO��VXFK�UHWXUQV�PD\�QRW�EH�DFKLHYHG�LI�WKH�FRVW�RI�FRQVWUXFWLRQ�FRQWLQXHV�WR�ULVH�VLJQLILFDQWO\�RU�WKH�H[SHFWHG�
SDWLHQW�YROXPHV�DUH�QRW�DWWDLQHG��

The deterioration of credit and capital markets may adversely affect our access to sources of funding and we cannot be certain 
of the availability and terms of capital to fund the growth of our business when needed. 

:H�UHTXLUH�VXEVWDQWLDO�FDSLWDO�UHVRXUFHV�WR�IXQG�RXU�DFTXLVLWLRQ�JURZWK�VWUDWHJ\�DQG�RXU�RQJRLQJ�FDSLWDO�H[SHQGLWXUH�SURJUDPV�
IRU�UHQRYDWLRQ��H[SDQVLRQ��FRQVWUXFWLRQ�DQG�DGGLWLRQ�RI�PHGLFDO�HTXLSPHQW�DQG�WHFKQRORJ\��:H�EHOLHYH�WKDW�RXU�FDSLWDO�H[SHQGLWXUH�
SURJUDP�LV�DGHTXDWH�WR�H[SDQG��LPSURYH�DQG�HTXLS�RXU�H[LVWLQJ�KRVSLWDOV��:H�FDQQRW�SUHGLFW��KRZHYHU��ZKHWKHU�ILQDQFLQJ�IRU�RXU�
JURZWK�SODQV�DQG�FDSLWDO�H[SHQGLWXUH�SURJUDPV�ZLOO�EH�DYDLODEOH�WR�XV�RQ�VDWLVIDFWRU\�WHUPV�ZKHQ�QHHGHG��ZKLFK�FRXOG�KDUP�RXU�
EXVLQHVV��

7R�IXQG�DOO�RU�D�SRUWLRQ�RI�RXU�IXWXUH�ILQDQFLQJ�QHHGV��ZH�UHO\�RQ�ERUURZLQJV�IURP�YDULRXV�VRXUFHV�LQFOXGLQJ�IL[HG�UDWH��ORQJ�
WHUP�GHEW�DV�ZHOO�DV�ERUURZLQJV�SXUVXDQW�WR�RXU�UHYROYLQJ�FUHGLW�IDFLOLW\�DQG�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��,I�DQ\�RI�WKH�
OHQGHUV�ZHUH�XQDEOH�WR�IXOILOO�WKHLU�IXWXUH�FRPPLWPHQWV��RXU�OLTXLGLW\�FRXOG�EH�LPSDFWHG��ZKLFK�FRXOG�KDYH�D�PDWHULDO�XQIDYRUDEOH�
LPSDFW�RXU�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ��

,Q�DGGLWLRQ��JOREDO�FDSLWDO�PDUNHWV�KDYH�H[SHULHQFHG�YRODWLOLW\�WKDW�KDV�WLJKWHQHG�DFFHVV�WR�FDSLWDO�PDUNHWV�DQG�RWKHU�VRXUFHV�RI�
IXQGLQJ��,Q�WKH�HYHQW�ZH�QHHG�WR�DFFHVV�WKH�FDSLWDO�PDUNHWV�RU�RWKHU�VRXUFHV�RI�ILQDQFLQJ��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�EH�
DEOH�WR�REWDLQ�ILQDQFLQJ�RQ�DFFHSWDEOH�WHUPV�RU�ZLWKLQ�DQ�DFFHSWDEOH�WLPH��2XU�LQDELOLW\�WR�REWDLQ�ILQDQFLQJ�RQ�WHUPV�DFFHSWDEOH�WR�XV�
FRXOG�KDYH�D�PDWHULDO�XQIDYRUDEOH�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV��ILQDQFLDO�FRQGLWLRQ�DQG�OLTXLGLW\��

The LIBOR calculation method may change and LIBOR is expected to be phased out after 2021. 



���

2XU�&UHGLW�$JUHHPHQW�SHUPLWV�LQWHUHVW�RQ�ERUURZLQJV�WR�EH�FDOFXODWHG�EDVHG�RQ�/,%25��DQG�LQ�WKH�SDVW��ZH�KDYH�KDG�LQWHUHVW�
UDWH�VZDSV�WKDW�ZHUH�EDVHG�RQ�/,%25��2Q�-XO\�����������WKH�8QLWHG�.LQJGRP�)LQDQFLDO�&RQGXFW�$XWKRULW\��WKH�³)&$´��DQQRXQFHG�
WKDW�LW�ZLOO�QR�ORQJHU�UHTXLUH�EDQNV�WR�VXEPLW�UDWHV�IRU�WKH�FDOFXODWLRQ�RI�/,%25�DIWHU�������7KH�SKDVH�RXW�RI�/,%25�PD\�UHVXOW�LQ�WKH�
HVWDEOLVKPHQW�RI�RQH�RU�PRUH�DOWHUQDWLYH�EHQFKPDUN�UDWHV��EXW�DW�WKLV�WLPH�LW�LV�XQFHUWDLQ�ZKDW�DOWHUQDWLYH�EHQFKPDUN�UDWHV�ZRXOG�
UHSODFH�/,%25��,Q�WKH�PHDQWLPH��DFWLRQV�E\�WKH�)&$��RWKHU�UHJXODWRUV��RU�ODZ�HQIRUFHPHQW�DJHQFLHV�PD\�UHVXOW�LQ�FKDQJHV�WR�WKH�
PHWKRG�E\�ZKLFK�/,%25�LV�FDOFXODWHG��$W�WKLV�WLPH��LW�LV�QRW�SRVVLEOH�WR�SUHGLFW�WKH�HIIHFW�RI�DQ\�VXFK�FKDQJHV�RU�DQ\�RWKHU�UHIRUPV�WR�
/,%25�WKDW�PD\�EH�HQDFWHG�LQ�WKH�8QLWHG�.LQJGRP�RU�HOVHZKHUH��

We depend heavily on key management personnel and the departure of one or more of our key executives or a significant 
portion of our local hospital management personnel could harm our business. 

7KH�H[SHUWLVH�DQG�HIIRUWV�RI�RXU�VHQLRU�H[HFXWLYHV�DQG�NH\�PHPEHUV�RI�RXU�ORFDO�KRVSLWDO�PDQDJHPHQW�SHUVRQQHO�DUH�FULWLFDO�WR�
WKH�VXFFHVV�RI�RXU�EXVLQHVV��7KH�ORVV�RI�WKH�VHUYLFHV�RI�RQH�RU�PRUH�RI�RXU�VHQLRU�H[HFXWLYHV�RU�RI�D�VLJQLILFDQW�SRUWLRQ�RI�RXU�ORFDO�
KRVSLWDO�PDQDJHPHQW�SHUVRQQHO�FRXOG�VLJQLILFDQWO\�XQGHUPLQH�RXU�PDQDJHPHQW�H[SHUWLVH�DQG�RXU�DELOLW\�WR�SURYLGH�HIILFLHQW��TXDOLW\�
KHDOWKFDUH�VHUYLFHV�DW�RXU�IDFLOLWLHV��ZKLFK�FRXOG�KDUP�RXU�EXVLQHVV��

The number of outstanding shares of our Class B Common Stock is subject to potential increases or decreases. 

$W�'HFHPEHU����������������PLOOLRQ�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�ZHUH�UHVHUYHG�IRU�LVVXDQFH�XSRQ�FRQYHUVLRQ�RI�VKDUHV�RI�
&ODVV�$��&�DQG�'�&RPPRQ�6WRFN�RXWVWDQGLQJ��IRU�LVVXDQFH�XSRQ�H[HUFLVH�RI�RSWLRQV�WR�SXUFKDVH�&ODVV�%�&RPPRQ�6WRFN�DQG�IRU�
LVVXDQFH�RI�VWRFN�XQGHU�RWKHU�LQFHQWLYH�SODQV��&ODVV�$��&�DQG�'�&RPPRQ�6WRFN�DUH�FRQYHUWLEOH�RQ�D�VKDUH�IRU�VKDUH�EDVLV�LQWR�&ODVV�%�
&RPPRQ�6WRFN��7R�WKH�H[WHQW�WKDW�WKHVH�VKDUHV�ZHUH�FRQYHUWHG�LQWR�RU�H[HUFLVHG�IRU�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN��WKH�QXPEHU�RI�
VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�DYDLODEOH�IRU�WUDGLQJ�LQ�WKH�SXEOLF�PDUNHW�SODFH�ZRXOG�LQFUHDVH�VXEVWDQWLDOO\�DQG�WKH�FXUUHQW�KROGHUV�
RI�&ODVV�%�&RPPRQ�6WRFN�ZRXOG�RZQ�D�VPDOOHU�SHUFHQWDJH�RI�WKDW�FODVV��

,Q�DGGLWLRQ��IURP�WLPH�WR�WLPH�RXU�%RDUG�RI�'LUHFWRUV�DSSURYH�VWRFN�UHSXUFKDVH�SURJUDPV�DXWKRUL]LQJ�XV�WR�SXUFKDVH�VKDUHV�RI�
RXU�&ODVV�%�&RPPRQ�6WRFN�RQ�WKH�RSHQ�PDUNHW�DW�SUHYDLOLQJ�PDUNHW�SULFHV�RU�LQ�QHJRWLDWHG�WUDQVDFWLRQV�RII�WKH�PDUNHW��6XFK�
UHSXUFKDVHV�GHFUHDVH�WKH�QXPEHU�RI�RXWVWDQGLQJ�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN��&RQYHUVHO\��DV�D�SRWHQWLDO�PHDQV�RI�JHQHUDWLQJ�
DGGLWLRQDO�IXQGV�WR�RSHUDWH�DQG�H[SDQG�RXU�EXVLQHVV��ZH�PD\�IURP�WLPH�WR�WLPH�LVVXH�HTXLW\�WKURXJK�WKH�VDOH�RI�VWRFN�ZKLFK�ZRXOG�
LQFUHDVH�WKH�QXPEHU�RI�RXWVWDQGLQJ�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN��%DVHG�XSRQ�IDFWRUV�VXFK�DV��EXW�QRW�OLPLWHG�WR��WKH�PDUNHW�
SULFH�RI�RXU�VWRFN��LQWHUHVW�UDWH�RQ�ERUURZLQJV�DQG�XVHV�RU�SRWHQWLDO�XVHV�IRU�FDVK��UHSXUFKDVH�RU�LVVXDQFH�RI�RXU�VWRFN�FRXOG�KDYH�D�
GLOXWLYH�HIIHFW�RQ�RXU�IXWXUH�EDVLF�DQG�GLOXWHG�HDUQLQJV�SHU�VKDUH��

The right to elect the majority of our Board of Directors and the majority of the general shareholder voting power resides with 
the holders of Class A and C Common Stock, the majority of which is owned by Alan B. Miller, our Chief Executive Officer and 
Chairman of our Board of Directors. 

2XU�5HVWDWHG�&HUWLILFDWH�RI�,QFRUSRUDWLRQ�SURYLGHV�WKDW��ZLWK�UHVSHFW�WR�WKH�HOHFWLRQ�RI�GLUHFWRUV��KROGHUV�RI�&ODVV�$�&RPPRQ�
6WRFN�YRWH�DV�D�FODVV�ZLWK�WKH�KROGHUV�RI�&ODVV�&�&RPPRQ�6WRFN��DQG�KROGHUV�RI�&ODVV�%�&RPPRQ�6WRFN�YRWH�DV�D�FODVV�ZLWK�KROGHUV�
RI�&ODVV�'�&RPPRQ�6WRFN��ZLWK�KROGHUV�RI�DOO�FODVVHV�RI�RXU�&RPPRQ�6WRFN�HQWLWOHG�WR�RQH�YRWH�SHU�VKDUH��

$V�RI�0DUFK�����������WKH�VKDUHV�RI�&ODVV�$�DQG�&ODVV�&�&RPPRQ�6WRFN�FRQVWLWXWHG������RI�WKH�DJJUHJDWH�RXWVWDQGLQJ�VKDUHV�
RI�RXU�&RPPRQ�6WRFN��KDG�WKH�ULJKW�WR�HOHFW�ILYH�PHPEHUV�RI�WKH�%RDUG�RI�'LUHFWRUV�DQG�FRQVWLWXWHG�������RI�RXU�JHQHUDO�YRWLQJ�
SRZHU�DV�RI�WKDW�GDWH��$V�RI�0DUFK�����������WKH�VKDUHV�RI�&ODVV�%�DQG�&ODVV�'�&RPPRQ�6WRFN��H[FOXGLQJ�VKDUHV�LVVXDEOH�XSRQ�
H[HUFLVH�RI�RSWLRQV��FRQVWLWXWHG�������RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�RXU�&RPPRQ�6WRFN��KDG�WKH�ULJKW�WR�HOHFW�WZR�PHPEHUV�RI�WKH�
%RDUG�RI�'LUHFWRUV�DQG�FRQVWLWXWHG�������RI�RXU�JHQHUDO�YRWLQJ�SRZHU�DV�RI�WKDW�GDWH��

$V�WR�PDWWHUV�RWKHU�WKDQ�WKH�HOHFWLRQ�RI�GLUHFWRUV��RXU�5HVWDWHG�&HUWLILFDWH�RI�,QFRUSRUDWLRQ�SURYLGHV�WKDW�KROGHUV�RI�&ODVV�$��
&ODVV�%��&ODVV�&�DQG�&ODVV�'�&RPPRQ�6WRFN�DOO�YRWH�WRJHWKHU�DV�D�VLQJOH�FODVV��H[FHSW�DV�RWKHUZLVH�SURYLGHG�E\�ODZ��

(DFK�VKDUH�RI�&ODVV�$�&RPPRQ�6WRFN�HQWLWOHV�WKH�KROGHU�WKHUHRI�WR�RQH�YRWH��HDFK�VKDUH�RI�&ODVV�%�&RPPRQ�6WRFN�HQWLWOHV�WKH�
KROGHU�WKHUHRI�WR�RQH�WHQWK�RI�D�YRWH��HDFK�VKDUH�RI�&ODVV�&�&RPPRQ�6WRFN�HQWLWOHV�WKH�KROGHU�WKHUHRI�WR�����YRWHV��SURYLGHG�WKH�
KROGHU�RI�&ODVV�&�&RPPRQ�6WRFN�KROGV�D�QXPEHU�RI�VKDUHV�RI�&ODVV�$�&RPPRQ�6WRFN�HTXDO�WR�WHQ�WLPHV�WKH�QXPEHU�RI�VKDUHV�RI�
&ODVV�&�&RPPRQ�6WRFN�WKDW�KROGHU�KROGV���DQG�HDFK�VKDUH�RI�&ODVV�'�&RPPRQ�6WRFN�HQWLWOHV�WKH�KROGHU�WKHUHRI�WR�WHQ�YRWHV��SURYLGHG�
WKH�KROGHU�RI�&ODVV�'�&RPPRQ�6WRFN�KROGV�D�QXPEHU�RI�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�HTXDO�WR�WHQ�WLPHV�WKH�QXPEHU�RI�VKDUHV�RI�
&ODVV�'�&RPPRQ�6WRFN�WKDW�KROGHU�KROGV���

,Q�WKH�HYHQW�D�KROGHU�RI�&ODVV�&�RU�&ODVV�'�&RPPRQ�6WRFN�KROGV�D�QXPEHU�RI�VKDUHV�RI�&ODVV�$�RU�&ODVV�%�&RPPRQ�6WRFN��
UHVSHFWLYHO\��OHVV�WKDQ�WHQ�WLPHV�WKH�QXPEHU�RI�VKDUHV�RI�&ODVV�&�RU�&ODVV�'�&RPPRQ�6WRFN�WKDW�KROGHU�KROGV��WKHQ�WKDW�KROGHU�ZLOO�EH�



���

HQWLWOHG�WR�RQO\�RQH�YRWH�IRU�HYHU\�VKDUH�RI�&ODVV�&�&RPPRQ�6WRFN��RU�RQH�WHQWK�RI�D�YRWH�IRU�HYHU\�VKDUH�RI�&ODVV�'�&RPPRQ�6WRFN��
ZKLFK�WKDW�KROGHU�KROGV�LQ�H[FHVV�RI�RQH�WHQWK�WKH�QXPEHU�RI�VKDUHV�RI�&ODVV�$�RU�&ODVV�%�&RPPRQ�6WRFN��UHVSHFWLYHO\��KHOG�E\�WKDW�
KROGHU��7KH�%RDUG�RI�'LUHFWRUV��LQ�LWV�GLVFUHWLRQ��PD\�UHTXLUH�EHQHILFLDO�RZQHUV�WR�SURYLGH�VDWLVIDFWRU\�HYLGHQFH�WKDW�VXFK�RZQHU�KROGV�
WHQ�WLPHV�DV�PDQ\�VKDUHV�RI�&ODVV�$�RU�&ODVV�%�&RPPRQ�6WRFN�DV�&ODVV�&�RU�&ODVV�'�&RPPRQ�6WRFN��UHVSHFWLYHO\��LI�VXFK�IDFWV�DUH�
QRW�DSSDUHQW�IURP�RXU�VWRFN�UHFRUGV��

6LQFH�D�VXEVWDQWLDO�PDMRULW\�RI�WKH�&ODVV�$�VKDUHV�DQG�&ODVV�&�VKDUHV�DUH�FRQWUROOHG�E\�0U��$ODQ�%��0LOOHU�DQG�PHPEHUV�RI�KLV�
IDPLO\��RQH�RI�ZKRP��0DUF�'��0LOOHU��LV�DOVR�D�GLUHFWRU�DQG�RIILFHU�RI�RXU�FRPSDQ\��DQG�WKH\�FDQ�HOHFW�D�PDMRULW\�RI�RXU�FRPSDQ\¶V�
GLUHFWRUV�DQG�HIIHFW�RU�UHMHFW�PRVW�DFWLRQV�UHTXLULQJ�DSSURYDO�E\�VWRFNKROGHUV�ZLWKRXW�WKH�YRWH�RI�DQ\�RWKHU�VWRFNKROGHUV��WKHUH�DUH�
SRWHQWLDO�FRQIOLFWV�RI�LQWHUHVW�LQ�RYHUVHHLQJ�WKH�PDQDJHPHQW�RI�RXU�FRPSDQ\��

,Q�DGGLWLRQ��EHFDXVH�WKLV�FRQFHQWUDWHG�FRQWURO�FRXOG�GLVFRXUDJH�RWKHUV�IURP�LQLWLDWLQJ�DQ\�SRWHQWLDO�PHUJHU��WDNHRYHU�RU�RWKHU�
FKDQJH�RI�FRQWURO�WUDQVDFWLRQ�WKDW�PD\�RWKHUZLVH�EH�EHQHILFLDO�WR�RXU�EXVLQHVVHV��RXU�EXVLQHVV�DQG�SURVSHFWV�DQG�WKH�WUDGLQJ�SULFH�RI�
RXU�VHFXULWLHV�FRXOG�EH�DGYHUVHO\�DIIHFWHG��

,7(0��%�� Unresolved Staff Comments�

1RQH��

,7(0���� Properties�

Executive and Administrative Offices and Commercial Health Insurer 

:H�RZQ�YDULRXV�RIILFH�EXLOGLQJV�LQ�.LQJ�RI�3UXVVLD�DQG�:D\QH��3HQQV\OYDQLD��%UHQWZRRG��7HQQHVVHH��'HQWRQ��7H[DV�DQG�5HQR��
1HYDGD���

Facilities �
7KH�IROORZLQJ�WDEOHV�VHW�IRUWK�WKH�QDPH��ORFDWLRQ��W\SH�RI�IDFLOLW\�DQG��IRU�DFXWH�FDUH�KRVSLWDOV�DQG�EHKDYLRUDO�KHDOWK�FDUH�

IDFLOLWLHV��WKH�QXPEHU�RI�OLFHQVHG�EHGV���

$FXWH�&DUH�+RVSLWDOV��
�

1DPH�RI�)DFLOLW\�
��

/RFDWLRQ��

1XPEHU�
RI�

%HGV��

5HDO�
3URSHUW\�
2ZQHUVKLS
,QWHUHVW��

$LNHQ�5HJLRQDO�0HGLFDO�&HQWHUV��������������������������������������������������������������� $LNHQ��6RXWK�&DUROLQD� ���� 2ZQHG�
$XURUD�3DYLOLRQ�������������������������������������������������������������������������������� $LNHQ��6RXWK�&DUROLQD� ��� 2ZQHG�

&HQWHQQLDO�+LOOV�+RVSLWDO�0HGLFDO�&HQWHU������������������������������������������������� /DV�9HJDV��1HYDGD� ���� 2ZQHG�
&RURQD�5HJLRQDO�0HGLFDO�&HQWHU��������������������������������������������������������������� &RURQD��&DOLIRUQLD� ���� 2ZQHG�
'HVHUW�6SULQJV�+RVSLWDO����������������������������������������������������������������������������� /DV�9HJDV��1HYDGD� ���� 2ZQHG�
'HVHUW�9LHZ�+RVSLWDO��������������������������������������������������������������������������������� 3DKUXPS��1HYDGD� ��� 2ZQHG�
'RFWRUV¶�+RVSLWDO�RI�/DUHGR��������������������������������������������������������������������� /DUHGR��7H[DV� ���� 2ZQHG�
���������'RFWRU¶V�+RVSLWDO�(5�6RXWK�������������������������������������������������������������� /DUHGR��7H[DV� ²� /HDVHG�
���������'RFWRU¶V�+RVSLWDO�(PHUJHQF\�5RRP�6DXQGHUV��������������������������������� /DUHGR��7H[DV� ²� 2ZQHG�
)RUW�'XQFDQ�5HJLRQDO�0HGLFDO�&HQWHU������������������������������������������������������ (DJOH�3DVV��7H[DV� ���� 2ZQHG�
7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\�+RVSLWDO������������������������������������������ :DVKLQJWRQ��'�&�� ���� /HDVHG�
+HQGHUVRQ�+RVSLWDO������������������������������������������������������������������������������������ +HQGHUVRQ��1HYDGD� ���� 2ZQHG�

(5�DW�*UHHQ�9DOOH\�5DQFK��������������������������������������������������������������� +HQGHUVRQ��1HYDGD� ²� 2ZQHG�
/DNHZRRG�5DQFK�0HGLFDO�&HQWHU�������������������������������������������������������������� %UDGHQWRQ��)ORULGD� ���� 2ZQHG�
0DQDWHH�0HPRULDO�+RVSLWDO���������������������������������������������������������������������� %UDGHQWRQ��)ORULGD� ���� 2ZQHG�
1RUWKHUQ�1HYDGD�0HGLFDO�&HQWHU�������������������������������������������������������������� 6SDUNV��1HYDGD� ���� 2ZQHG�
1RUWKZHVW�7H[DV�+HDOWKFDUH�6\VWHP��������������������������������������������������������� $PDULOOR��7H[DV� ���� 2ZQHG�

7KH�3DYLOLRQ�DW�1RUWKZHVW�7H[DV�+HDOWKFDUH�6\VWHP����������������������� $PDULOOR��7H[DV� ��� 2ZQHG�
1:7+�)('������������������������������������������������������������������������������������� $PDULOOR��7H[DV� ²� 2ZQHG�
1:7;�*HRUJLD�)('������������������������������������������������������������������������ $PDULOOR��7H[DV� ²� 2ZQHG�

3DOPGDOH�5HJLRQDO�0HGLFDO�&HQWHU������������������������������������������������������������ 3DOPGDOH��&DOLIRUQLD� ���� 2ZQHG�



���

1DPH�RI�)DFLOLW\�
��

/RFDWLRQ��

1XPEHU�
RI�

%HGV��

5HDO�
3URSHUW\�
2ZQHUVKLS
,QWHUHVW��

6RXWK�7H[DV�+HDOWK�6\VWHP�����
(GLQEXUJ�5HJLRQDO�0HGLFDO�&HQWHU�&KLOGUHQ¶V�+RVSLWDO������������������ (GLQEXUJ��7H[DV� ���� 2ZQHG�
0F$OOHQ�0HGLFDO�&HQWHU���������������������������������������������������������������� 0F$OOHQ��7H[DV� ���� /HDVHG�
0F$OOHQ�+HDUW�+RVSLWDO������������������������������������������������������������������� 0F$OOHQ��7H[DV� ��� 2ZQHG�
6RXWK�7H[DV�%HKDYLRUDO�+HDOWK�&HQWHU�������������������������������������������� 0F$OOHQ��7H[DV� ���� 2ZQHG�
67+6�(5�DW�$ODPR�������������������������������������������������������������������������� $ODPR��7H[DV� ²� 2ZQHG�
67+6�(5�DW�0F&ROO������������������������������������������������������������������������� (GLQEXUJ��7H[DV� ²� 2ZQHG�
67+6�(5�DW�0LVVLRQ����������������������������������������������������������������������� 0LVVLRQ��7H[DV� ²� /HDVHG�
67+6�(5�DW�0RQWH�&ULVWR���������������������������������������������������������������� (GLQEXUJ��7H[DV� ²� 2ZQHG�
67+6�(5�DW�:DUH�5RDG������������������������������������������������������������������� 0F$OOHQ��7H[DV� ²� 2ZQHG�
67+6�(5�DW�:HVODFR���������������������������������������������������������������������� :HVODFR��7H[DV� ²� /HDVHG�

6RXWKZHVW�+HDOWKFDUH�6\VWHP�
,QODQG�9DOOH\�&DPSXV�������������������������������������������������������������������� :LOGRPDU��&DOLIRUQLD� ���� /HDVHG�
5DQFKR�6SULQJV�&DPSXV������������������������������������������������������������������ 0XUULHWD��&DOLIRUQLD� ���� 2ZQHG�

6SULQJ�9DOOH\�+RVSLWDO�0HGLFDO�&HQWHU����������������������������������������������������� /DV�9HJDV��1HYDGD� ���� 2ZQHG�
6SULQJ�9DOOH\�)('��������������������������������������������������������������������������� /DV�9HJDV��1HYDGD� ²� 2ZQHG�

6W��0DU\¶V�5HJLRQDO�0HGLFDO�&HQWHU���������������������������������������������������������� (QLG��2NODKRPD� ���� 2ZQHG�
6XPPHUOLQ�+RVSLWDO�0HGLFDO�&HQWHU���������������������������������������������������������� /DV�9HJDV��1HYDGD� ���� 2ZQHG�
7HPHFXOD�9DOOH\�+RVSLWDO�������������������������������������������������������������������������� 7HPHFXOD��&DOLIRUQLD� ���� 2ZQHG�
7H[RPD�0HGLFDO�&HQWHU����������������������������������������������������������������������������� 'HQLVRQ��7H[DV� ���� 2ZQHG�

70&�%HKDYLRUDO�+HDOWK�&HQWHU�������������������������������������������������������� 'HQLVRQ��7H[DV� ��� 2ZQHG�
7H[RPD�6KHUPDQ�(5������������������������������������������������������������������������ 6KHUPDQ��7H[DV� ²� 2ZQHG�

9DOOH\�+RVSLWDO�0HGLFDO�&HQWHU����������������������������������������������������������������� /DV�9HJDV��1HYDGD� ���� 2ZQHG�
:HOOLQJWRQ�5HJLRQDO�0HGLFDO�&HQWHU������������������������������������������������������� :HVW�3DOP�%HDFK��)ORULGD� ���� /HDVHG�

:HVWODNH�)('���������������������������������������������������������������������������������� :HVW�3DOP�%HDFK��)ORULGD�� �������²� ����/HDVHG�
�

,QSDWLHQW�%HKDYLRUDO�+HDOWK�&DUH�)DFLOLWLHV��
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$ODEDPD�&OLQLFDO�6FKRROV������������������������������������������������������������������������� %LUPLQJKDP��$ODEDPD� ��� 2ZQHG�
$OKDPEUD�+RVSLWDO������������������������������������������������������������������������������������ 5RVHPHDG��&DOLIRUQLD� ���� 2ZQHG�
$OOLDQFH�+HDOWK�&HQWHU������������������������������������������������������������������������������ 0HULGLDQ��0LVVLVVLSSL� ���� 2ZQHG�
7KH�$UERXU�+RVSLWDO�������������������������������������������������������������������������������� %RVWRQ��0DVVDFKXVHWWV� ���� 2ZQHG�
$UERXU�)XOOHU�+RVSLWDO���������������������������������������������������������������������������� 6RXWK�$WWOHERUR��0DVVDFKXVHWWV� ���� 2ZQHG�
$UERXU�+5,�+RVSLWDO������������������������������������������������������������������������������� %URRNOLQH��0DVVDFKXVHWWV� ��� 2ZQHG�
$UURZKHDG�%HKDYLRUDO�+HDOWK������������������������������������������������������������������ 0DXPHH��2KLR� ��� 2ZQHG�
$XVWLQ�/DNHV�+RVSLWDO������������������������������������������������������������������������������� $XVWLQ��7H[DV� ��� /HDVHG�
$XVWLQ�2DNV�+RVSLWDOV������������������������������������������������������������������������������ $XVWLQ��7H[DV� ��� 2ZQHG�
%HKDYLRUDO�+RVSLWDO�RI�%HOODLUH���������������������������������������������������������������� +RXVWRQ��7H[DV� ���� /HDVHG�
%HOPRQW�3LQHV�+RVSLWDO���������������������������������������������������������������������������� <RXQJVWRZQ��2KLR� ���� 2ZQHG�
%HQFKPDUN�%HKDYLRUDO�+HDOWK�6\VWHP����������������������������������������������������� :RRGV�&URVV��8WDK� ��� 2ZQHG�
%ODFN�%HDU�7UHDWPHQW�&HQWHU�������������������������������������������������������������������� 6DXWHH��*HRUJLD� ���� 2ZQHG�
%ORRPLQJWRQ�0HDGRZV�+RVSLWDO�������������������������������������������������������������� %ORRPLQJWRQ��,QGLDQD� ��� 2ZQHG�
%RXOGHU�&UHHN�$FDGHP\��������������������������������������������������������������������������� %RQQHUV�)HUU\��,GDKR� ���� 2ZQHG�
%UHQWZRRG�%HKDYLRUDO�+HDOWK�RI�0LVVLVVLSSL������������������������������������������� )ORZRRG��0LVVLVVLSSL� ���� 2ZQHG�
%UHQWZRRG�+RVSLWDO���������������������������������������������������������������������������������� 6KUHYHSRUW��/RXLVLDQD� ���� 2ZQHG�
7KH�%ULGJHZD\������������������������������������������������������������������������������������������ 1RUWK�/LWWOH�5RFN��$UNDQVDV� ���� 2ZQHG�
%URRN�+RVSLWDO²'XSRQW�������������������������������������������������������������������������� /RXLVYLOOH��.HQWXFN\� ��� 2ZQHG�
%URRN�+RVSLWDO².0,������������������������������������������������������������������������������ /RXLVYLOOH��.HQWXFN\� ���� 2ZQHG�



���

8QLWHG�6WDWHV�� � � �

1DPH�RI�)DFLOLW\�
��

/RFDWLRQ��

1XPEHU�
RI�

%HGV��

5HDO�
3URSHUW\�
2ZQHUVKLS
,QWHUHVW��

%URRNH�*OHQ�%HKDYLRUDO�+RVSLWDO������������������������������������������������������������� )RUW�:DVKLQJWRQ��3HQQV\OYDQLD� ���� 2ZQHG�
%U\QQ�0DUU�+RVSLWDO��������������������������������������������������������������������������������� -DFNVRQYLOOH��1RUWK�&DUROLQD� ���� 2ZQHG�
&DOYDU\�$GGLFWLRQ�5HFRYHU\�&HQWHU��������������������������������������������������������� 3KRHQL[��$UL]RQD� ��� 2ZQHG�
&DQ\RQ�5LGJH�+RVSLWDO���������������������������������������������������������������������������� &KLQR��&DOLIRUQLD� ���� 2ZQHG�
7KH�&DUROLQD�&HQWHU�IRU�%HKDYLRUDO�+HDOWK���������������������������������������������� *UHHU��6RXWK�&DUROLQD� ���� 2ZQHG�
&HGDU�&UHHN���������������������������������������������������������������������������������������������� 6W��-RKQV��0LFKLJDQ�� ��� 2ZQHG�
&HGDU�*URYH�5HVLGHQWLDO�7UHDWPHQW�&HQWHU���������������������������������������������� 0XUIUHHVERUR��7HQQHVVHH� ��� 2ZQHG�
&HGDU�+LOOV�+RVSLWDO�������������������������������������������������������������������������������� %HDYHUWRQ��2UHJRQ� ��� 2ZQHG�
&HGDU�5LGJH���������������������������������������������������������������������������������������������� 2NODKRPD�&LW\��2NODKRPD� ��� 2ZQHG�
&HGDU�5LGJH�5HVLGHQWLDO�7UHDWPHQW�&HQWHU����������������������������������������������� 2NODKRPD�&LW\��2NODKRPD� ��� 2ZQHG�
&HGDU�5LGJH�%HWKDQ\�������������������������������������������������������������������������������� %HWKDQ\��2NODKRPD� ��� 2ZQHG�
&HGDU�6SULQJV�%HKDYLRUDO�+HDOWK�������������������������������������������������������������� &RORUDGR�6SULQJV��&RORUDGR� ���� 2ZQHG�
&HQWHQQLDO�3HDNV��������������������������������������������������������������������������������������� /RXLVYLOOH��&RORUDGR� ���� 2ZQHG�
&HQWHU�IRU�&KDQJH������������������������������������������������������������������������������������� 2UHP��8WDK� ��� 2ZQHG�
&HQWUDO�)ORULGD�%HKDYLRUDO�+RVSLWDO��������������������������������������������������������� 2UODQGR��)ORULGD� ���� 2ZQHG�
&KLFDJR�&KLOGUHQ¶V�&HQWHU�IRU�%HKDYLRUDO�+HDOWK������������������������������������ &KLFDJR��,OOLQRLV� ��� /HDVHG�
&KULV�.\OH�3DWULRWV�+RVSLWDO��������������������������������������������������������������������� $QFKRUDJH��$ODVND� ��� 2ZQHG�
&ODULRQ�3V\FKLDWULF�&HQWHU������������������������������������������������������������������������ &ODULRQ��3HQQV\OYDQLD� ���� 2ZQHG�
&RDVWDO�%HKDYLRUDO�+HDOWK������������������������������������������������������������������������ 6DYDQQDK��*HRUJLD� ��� 2ZQHG�
&RDVWDO�+DUERU�7UHDWPHQW�&HQWHU������������������������������������������������������������� 6DYDQQDK��*HRUJLD� ���� 2ZQHG�
&ROXPEXV�%HKDYLRUDO�&HQWHU�IRU�&KLOGUHQ�DQG�$GROHVFHQWV�������������������� &ROXPEXV��,QGLDQD� ��� 2ZQHG�
&RPSDVV�,QWHUYHQWLRQ�&HQWHU�������������������������������������������������������������������� 0HPSKLV��7HQQHVVHH� ���� 2ZQHG�
&RSSHU�+LOOV�<RXWK�&HQWHU����������������������������������������������������������������������� :HVW�-RUGDQ��8WDK� ���� 2ZQHG�
&RUDO�6KRUHV��������������������������������������������������������������������������������������������� 6WXDUW��)ORULGD� ��� 2ZQHG�
&XPEHUODQG�+DOO��������������������������������������������������������������������������������������� +RSNLQVYLOOH��.HQWXFN\� ��� 2ZQHG�
&XPEHUODQG�+RVSLWDO�������������������������������������������������������������������������������� 1HZ�.HQW��9LUJLQLD� ���� 2ZQHG�
&\SUHVV�&UHHN�+RVSLWDO����������������������������������������������������������������������������� +RXVWRQ��7H[DV� ���� 2ZQHG�
'HO�$PR�+RVSLWDO������������������������������������������������������������������������������������� 7RUUDQFH��&DOLIRUQLD� ���� 2ZQHG�
'LDPRQG�*URYH�&HQWHU����������������������������������������������������������������������������� /RXLVYLOOH��0LVVLVVLSSL� ��� 2ZQHG�
'RYHU�%HKDYLRUDO�+HDOWK�������������������������������������������������������������������������� 'RYHU��'HODZDUH� ���� 2ZQHG�
(O�3DVR�%HKDYLRUDO�+HDOWK�6\VWHP������������������������������������������������������������ (O�3DVR��7H[DV� ���� 2ZQHG�
(PHUDOG�&RDVW�%HKDYLRUDO�+RVSLWDO���������������������������������������������������������� 3DQDPD�&LW\��)ORULGD� ��� 2ZQHG�
)DLUPRXQW�%HKDYLRUDO�+HDOWK�6\VWHP������������������������������������������������������� 3KLODGHOSKLD��3HQQV\OYDQLD� ���� 2ZQHG�
)DLUID[� � � �

)DLUID[�+RVSLWDO�������������������������������������������������������������������������������� .LUNODQG��:DVKLQJWRQ� ���� 2ZQHG�
)DLUID[�+RVSLWDO²(YHUHWW���������������������������������������������������������������� (YHUHWW��:DVKLQJWRQ� ��� /HDVHG�
)DLUID[�+RVSLWDO²0RQURH��������������������������������������������������������������� 0RQURH��:DVKLQJWRQ� ��� /HDVHG�

)RUHVW�9LHZ�+RVSLWDO�������������������������������������������������������������������������������� *UDQG�5DSLGV��0LFKLJDQ� ���� 2ZQHG�
)RUW�/DXGHUGDOH�+RVSLWDO�������������������������������������������������������������������������� )RUW�/DXGHUGDOH��)ORULGD� ���� 2ZQHG�
)RXQGDWLRQV�%HKDYLRUDO�+HDOWK����������������������������������������������������������������� 'R\OHVWRZQ��3HQQV\OYDQLD� ���� /HDVHG�
)RXQGDWLRQV�IRU�/LYLQJ����������������������������������������������������������������������������� 0DQVILHOG��2KLR� ��� 2ZQHG�
)R[�5XQ�+RVSLWDO�������������������������������������������������������������������������������������� 6W��&ODLUVYLOOH��2KLR� ���� 2ZQHG�
)UHPRQW�+RVSLWDO�������������������������������������������������������������������������������������� )UHPRQW��&DOLIRUQLD� ���� 2ZQHG�
)ULHQGV�+RVSLWDO���������������������������������������������������������������������������������������� 3KLODGHOSKLD��3HQQV\OYDQLD� ���� 2ZQHG�
*DUILHOG�3DUN�+RVSLWDO������������������������������������������������������������������������������ &KLFDJR��,OOLQRLV� ��� 2ZQHG�
*DUODQG�%HKDYLRUDO�+HDOWK����������������������������������������������������������������������� *DUODQG��7H[DV� ��� /HDVHG�
*OHQ�2DNV�+RVSLWDO����������������������������������������������������������������������������������� *UHHQYLOOH��7H[DV� ��� 2ZQHG�
*XOI�&RDVW�<RXWK�6HUYLFHV������������������������������������������������������������������������ )RUW�:DOWRQ�%HDFK��)ORULGD� ��� 2ZQHG�
*XOISRUW�%HKDYLRUDO�+HDOWK�6\VWHP���������������������������������������������������������� *XOISRUW��0LVVLVVLSSL� ���� 2ZQHG�
+DPSWRQ�%HKDYLRUDO�+HDOWK�&HQWHU���������������������������������������������������������� :HVWKDPSWRQ��1HZ�-HUVH\� ���� 2ZQHG�
+DUERXU�3RLQW��3LQHV�������������������������������������������������������������������������������� 3RUWVPRXWK��9LUJLQLD� ���� 2ZQHG�



���

8QLWHG�6WDWHV�� � � �

1DPH�RI�)DFLOLW\�
��

/RFDWLRQ��

1XPEHU�
RI�

%HGV��

5HDO�
3URSHUW\�
2ZQHUVKLS
,QWHUHVW��

+DUWJURYH�+RVSLWDO������������������������������������������������������������������������������������ &KLFDJR��,OOLQRLV� ���� 2ZQHG�
+DYHQZ\FN�+RVSLWDO��������������������������������������������������������������������������������� $XEXUQ�+LOOV��0LFKLJDQ� ���� 2ZQHG�
+HDUWODQG�%HKDYLRUDO�+HDOWK�6HUYLFHV������������������������������������������������������ 1HYDGD��0LVVRXUL� ���� 2ZQHG�
+HUPLWDJH�+DOO������������������������������������������������������������������������������������������ 1DVKYLOOH��7HQQHVVHH� ���� 2ZQHG�
+HULWDJH�2DNV�+RVSLWDO����������������������������������������������������������������������������� 6DFUDPHQWR��&DOLIRUQLD� ���� 2ZQHG�
+LFNRU\�7UDLO�+RVSLWDO������������������������������������������������������������������������������ 'H6RWR��7H[DV� ��� 2ZQHG�
+LJKODQGV�%HKDYLRUDO�+HDOWK�6\VWHP������������������������������������������������������ +LJKODQGV�5DQFK��&RORUDGR� ��� 2ZQHG�
+LOO�&UHVW�%HKDYLRUDO�+HDOWK�6HUYLFHV������������������������������������������������������ %LUPLQJKDP��$ODEDPD� ���� 2ZQHG�
+ROO\�+LOO�+RVSLWDO������������������������������������������������������������������������������������ 5DOHLJK��1RUWK�&DUROLQD� ���� 2ZQHG�
7KH�+RUVKDP�&OLQLF���������������������������������������������������������������������������������� $PEOHU��3HQQV\OYDQLD� ���� 2ZQHG�
+XJKHV�&HQWHU������������������������������������������������������������������������������������������� 'DQYLOOH��9LUJLQLD� ��� 2ZQHG�
,QODQG�1RUWKZHVW�%HKDYLRUDO�+HDOWK������������������������������������������������������ 6SRNDQH��:DVKLQJWRQ� ���� 2ZQHG�
,QWHUPRXQWDLQ�+RVSLWDO����������������������������������������������������������������������������� %RLVH��,GDKR� ���� 2ZQHG�
.HPSVYLOOH�&HQWHU�RI�%HKDYLRUDO�+HDOWK�������������������������������������������������� 1RUIRON��9LUJLQLD� ��� 2ZQHG�
.H\6WRQH�&HQWHU��������������������������������������������������������������������������������������� :DOOLQJIRUG��3HQQV\OYDQLD� ���� 2ZQHG�
.LQJZRRG�3LQHV�+RVSLWDO������������������������������������������������������������������������� .LQJZRRG��7H[DV� ���� 2ZQHG�
/D�$PLVWDG�%HKDYLRUDO�+HDOWK�6HUYLFHV��������������������������������������������������� 0DLWODQG��)ORULGD� ��� 2ZQHG�
/DNHVLGH�%HKDYLRUDO�+HDOWK�6\VWHP��������������������������������������������������������� 0HPSKLV��7HQQHVVHH� ���� 2ZQHG�
/DQFDVWHU�%HKDYLRUDO�+HDOWK�+RVSLWDO����������������������������������������������������� /DQFDVWHU��3HQQV\OYDQLD� ���� 2ZQHG�
/DXUHO�+HLJKWV�+RVSLWDO���������������������������������������������������������������������������� $WODQWD��*HRUJLD� ���� 2ZQHG�
/DXUHO�2DNV�%HKDYLRUDO�+HDOWK�&HQWHU����������������������������������������������������� 'RWKDQ��$ODEDPD� ���� 2ZQHG�
/DXUHO�5LGJH�7UHDWPHQW�&HQWHU����������������������������������������������������������������� 6DQ�$QWRQLR��7H[DV� ���� 2ZQHG�
/LEHUW\�3RLQW�%HKDYLRUDO�+HDOWK��������������������������������������������������������������� 6WDXWRQ��9LUJLQLD� ��� 2ZQHG�
/LJKWKRXVH�&DUH�&HQWHU�RI�$XJXVWD���������������������������������������������������������� $XJXVWD��*HRUJLD� ��� 2ZQHG�
/LJKWKRXVH�&DUH�&HQWHU�RI�&RQZD\���������������������������������������������������������� &RQZD\��6RXWK�&DUROLQD� ���� 2ZQHG�
/LQFROQ�3UDLULH�%HKDYLRUDO�+HDOWK�&HQWHU������������������������������������������������� 6SULQJILHOG��,OOLQRLV� ��� 2ZQHG�
/LQFROQ�7UDLO�%HKDYLRUDO�+HDOWK�6\VWHP��������������������������������������������������� 5DGFOLII��.HQWXFN\� ���� 2ZQHG�
0D\KLOO�+RVSLWDO��������������������������������������������������������������������������������������� 'HQWRQ��7H[DV� ��� /HDVHG�
0F'RZHOO�&HQWHU�IRU�&KLOGUHQ����������������������������������������������������������������� '\HUVEXUJ��7HQQHVVHH� ��� 2ZQHG�
7KH�0HDGRZV�3V\FKLDWULF�&HQWHU������������������������������������������������������������� &HQWUH�+DOO��3HQQV\OYDQLD� ���� 2ZQHG�
0HULGHOO�$FKLHYHPHQW�&HQWHU������������������������������������������������������������������� $XVWLQ��7H[DV� ���� 2ZQHG�
0HVLOOD�9DOOH\�+RVSLWDO���������������������������������������������������������������������������� /DV�&UXFHV��1HZ�0H[LFR� ���� 2ZQHG�
0LFKDHO¶V�+RXVH��������������������������������������������������������������������������������������� 3DOP�6SULQJV��&DOLIRUQLD� ���� 2ZQHG�
0LFKLDQD�%HKDYLRUDO�+HDOWK�&HQWHU���������������������������������������������������������� 3O\PRXWK��,QGLDQD� ��� 2ZQHG�
0LGZHVW�&HQWHU�IRU�<RXWK�DQG�)DPLOLHV��������������������������������������������������� .RXWV��,QGLDQD� ��� 2ZQHG�
0LOOZRRG�+RVSLWDO������������������������������������������������������������������������������������ $UOLQJWRQ��7H[DV� ���� /HDVHG�
0RXQWDLQ�<RXWK�$FDGHP\������������������������������������������������������������������������ 0RXQWDLQ�&LW\��7HQQHVVHH� ��� 2ZQHG�
1DWFKH]�7UDFH�<RXWK�$FDGHP\���������������������������������������������������������������� :DYHUO\��7HQQHVVHH� ���� 2ZQHG�
1HZSRUW�1HZV�%HKDYLRUDO�+HDOWK�&HQWHU������������������������������������������������� 1HZSRUW�1HZV��9LUJLQLD� ���� 2ZQHG�
1RUWK�6SULQJ�%HKDYLRUDO�+HDOWKFDUH��������������������������������������������������������� /HHVEXUJ��9LUJLQLD� ���� /HDVHG�
1RUWK�6WDU�+RVSLWDO����������������������������������������������������������������������������������� $QFKRUDJH��$ODVND� ��� 2ZQHG�
1RUWK�6WDU�%UDJDZ������������������������������������������������������������������������������������ $QFKRUDJH��$ODVND� ��� 2ZQHG�
1RUWK�6WDU�'H%DUU�5HVLGHQWLDO�7UHDWPHQW�&HQWHU������������������������������������� $QFKRUDJH��$ODVND� ��� 2ZQHG�
1RUWK�6WDU�3DOPHU�5HVLGHQWLDO�7UHDWPHQW�&HQWHU�������������������������������������� 3DOPHU��$ODVND� ��� 2ZQHG�
2DN�3ODLQV�$FDGHP\��������������������������������������������������������������������������������� $VKODQG�&LW\��7HQQHVVHH� ��� 2ZQHG�
7KH�2DNV�7UHDWPHQW�&HQWHU���������������������������������������������������������������������� 0HPSKLV��7HQQHVVHH� ��� 2ZQHG�
2NDORRVD�<RXWK�$FDGHP\������������������������������������������������������������������������ &UHVWYLHZ��)ORULGD� ��� /HDVHG�
2OG�9LQH\DUG�%HKDYLRUDO�+HDOWK��������������������������������������������������������������� :LQVWRQ�6DOHP��1RUWK�&DUROLQD� ���� 2ZQHG�
3DOPHWWR�/RZFRXQWU\�%HKDYLRUDO�+HDOWK�������������������������������������������������� 1RUWK�&KDUOHVWRQ��6RXWK�&DUROLQD� ���� 2ZQHG�
3DOPHWWR�6XPPHUYLOOH������������������������������������������������������������������������������� 6XPPHUYLOOH��6RXWK�&DUROLQD� ��� /HDVHG�
3DOP�3RLQW�%HKDYLRUDO������������������������������������������������������������������������������ 7LWXVYLOOH��)/� ��� 2ZQHG�
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3DOP�6KRUHV�%HKDYLRUDO�+HDOWK�&HQWHU����������������������������������������������������� %UDGHQWRQ��)ORULGD� ��� 2ZQHG�
3DOR�9HUGH�%HKDYLRUDO�+HDOWK������������������������������������������������������������������ 7XFVRQ��$UL]RQD� ��� /HDVHG�
3DUNZRRG�%HKDYLRUDO�+HDOWK�6\VWHP������������������������������������������������������� 2OLYH�%UDQFK��0LVVLVVLSSL� ���� 2ZQHG�
7KH�3DYLOLRQ���������������������������������������������������������������������������������������������� &KDPSDLJQ��,OOLQRLV� ���� 2ZQHG�
3HDFKIRUG�%HKDYLRUDO�+HDOWK�6\VWHP�RI�$WODQWD��������������������������������������� $WODQWD��*HRUJLD� ���� 2ZQHG�
3HPEURNH�+RVSLWDO������������������������������������������������������������������������������������ 3HPEURNH��0DVVDFKXVHWWV� ���� 2ZQHG�
3LQQDFOH�3RLQWH�+RVSLWDO��������������������������������������������������������������������������� /LWWOH�5RFN��$UNDQVDV� ���� 2ZQHG�
3RSODU�6SULQJV�+RVSLWDO���������������������������������������������������������������������������� 3HWHUVEXUJ��9LUJLQLD� ���� 2ZQHG�
3UDLULH�6W�-RKQ¶V���������������������������������������������������������������������������������������� )DUJR��1RUWK�'DNRWD� ���� 2ZQHG�
3ULGH�,QVWLWXWH�������������������������������������������������������������������������������������������� (GHQ�3UDLULH��0LQQHVRWD� ��� 2ZQHG�
3URYR�&DQ\RQ�6FKRRO������������������������������������������������������������������������������� 3URYR��8WDK� ���� 2ZQHG�
3URYR�&DQ\RQ�%HKDYLRUDO�+RVSLWDO����������������������������������������������������������� 2UHP��8WDK� ��� 2ZQHG�
3V\FKLDWULF�,QVWLWXWH�RI�:DVKLQJWRQ���������������������������������������������������������� :DVKLQJWRQ��'�&�� ���� 2ZQHG�
4XDLO�5XQ�%HKDYLRUDO�+HDOWK�������������������������������������������������������������������� 3KRHQL[��$UL]RQD� ���� 2ZQHG�
7KH�5HFRYHU\�&HQWHU�������������������������������������������������������������������������������� :LFKLWD�)DOOV��7H[DV� ��� /HDVHG�
7KH�5LGJH�%HKDYLRUDO�+HDOWK�6\VWHP������������������������������������������������������� /H[LQJWRQ��.HQWXFN\� ���� 2ZQHG�
5LYHQGHOO�%HKDYLRUDO�+HDOWK�6HUYLFHV�RI�$UNDQVDV���������������������������������� %HQWRQ��$UNDQVDV� ��� 2ZQHG�
5LYHQGHOO�%HKDYLRUDO�+HDOWK�6HUYLFHV�RI�.HQWXFN\���������������������������������� %RZOLQJ�*UHHQ��.HQWXFN\� ���� 2ZQHG�
5LYHU�&UHVW�+RVSLWDO���������������������������������������������������������������������������������� 6DQ�$QJHOR��7H[DV� ��� 2ZQHG�
5LYHUHGJH�+RVSLWDO����������������������������������������������������������������������������������� )RUHVW�3DUN��,OOLQRLV� ���� 2ZQHG�
5LYHU�2DNV�+RVSLWDO���������������������������������������������������������������������������������� 1HZ�2UOHDQV��/RXLVLDQD� ���� 2ZQHG�
5LYHU�3DUN�+RVSLWDO����������������������������������������������������������������������������������� +XQWLQJWRQ��:HVW�9LUJLQLD� ���� 2ZQHG�
5LYHU�3RLQW�%HKDYLRUDO�+HDOWK������������������������������������������������������������������ -DFNVRQYLOOH��)ORULGD� ��� 2ZQHG�
5RFNIRUG�&HQWHU���������������������������������������������������������������������������������������� 1HZDUN��'HODZDUH� ���� 2ZQHG�
5ROOLQJ�+LOOV�+RVSLWDO������������������������������������������������������������������������������� )UDQNOLQ��7HQQHVVHH� ���� 2ZQHG�
5R[EXU\���������������������������������������������������������������������������������������������������� 6KLSSHQVEXUJ��3HQQV\OYDQLD� ���� 2ZQHG�
6DOW�/DNH�%HKDYLRUDO�+HDOWK��������������������������������������������������������������������� 6DOW�/DNH�&LW\��8WDK� ���� /HDVHG�
6DQ�0DUFRV�7UHDWPHQW�&HQWHU������������������������������������������������������������������� 6DQ�0DUFRV��7H[DV� ���� 2ZQHG�
6DQG\�3LQHV�+RVSLWDO�������������������������������������������������������������������������������� 7HTXHVWD��)ORULGD� ���� 2ZQHG�
6FKLFN�6KDGHO�+RVSLWDO����������������������������������������������������������������������������� %XULHQ��:DVKLQJWRQ� ��� 2ZQHG�
6LHUUD�9LVWD�+RVSLWDO�������������������������������������������������������������������������������� 6DFUDPHQWR��&DOLIRUQLD� ���� 2ZQHG�
6RXWKHUQ�&UHVFHQW�%HKDYLRUDO�+HDOWK� � � �

$QFKRU�+RVSLWDO������������������������������������������������������������������������������� $WODQWD��*HRUJLD� ���� 2ZQHG�
6W��6LPRQV�E\�WKH�6HD������������������������������������������������������������������������������� 6W��6LPRQV��*HRUJLD� ���� 2ZQHG�
6N\ZRRG�5HFRYHU\����������������������������������������������������������������������������������� $XJXVWD��0LFKLJDQ� ���� 2ZQHG�
6SULQJ�0RXQWDLQ�6DKDUD��������������������������������������������������������������������������� /DV�9HJDV��1HYDGD� ��� 2ZQHG�
6SULQJ�0RXQWDLQ�7UHDWPHQW�&HQWHU���������������������������������������������������������� /DV�9HJDV��1HYDGD� ���� 2ZQHG�
6SULQJZRRGV��������������������������������������������������������������������������������������������� )D\HWWHYLOOH��$UNDQVDV� ��� 2ZQHG�
6WRQLQJWRQ�,QVWLWXWH����������������������������������������������������������������������������������� 1RUWK�6WRQLQJWRQ��&RQQHFWLFXW� ��� 2ZQHG�
6WUHDPZRRG�%HKDYLRUDO�+HDOWK���������������������������������������������������������������� 6WUHDPZRRG��,OOLQRLV� ���� 2ZQHG�
6XPPLW�2DNV�+RVSLWDO������������������������������������������������������������������������������ 6XPPLW��1HZ�-HUVH\� ���� 2ZQHG�
6XPPLW5LGJH�������������������������������������������������������������������������������������������� /DZUHQFHYLOOH��*HRUJLD� ��� 2ZQHG�
6XQFRDVW�%HKDYLRUDO�+HDOWK�&HQWHU��������������������������������������������������������� %UDGHQWRQ��)ORULGD� ��� 2ZQHG�
7H[DV�1HXUR5HKDE�&HQWHU������������������������������������������������������������������������ $XVWLQ��7H[DV� ���� 2ZQHG�
7KUHH�5LYHUV�%HKDYLRUDO�+HDOWK���������������������������������������������������������������� :HVW�&ROXPELD��6RXWK�&DUROLQD� ���� 2ZQHG�
7KUHH�5LYHUV�5HVLGHQWLDO�7UHDWPHQW�0LGODQGV�&DPSXV�������������������������� :HVW�&ROXPELD��6RXWK�&DUROLQD� ��� 2ZQHG�
7XUQLQJ�3RLQW�+RVSLWDO����������������������������������������������������������������������������� 0RXOWULH��*HRUJLD� ��� 2ZQHG�
8QLYHUVLW\�%HKDYLRUDO�&HQWHU������������������������������������������������������������������� 2UODQGR��)ORULGD� ���� 2ZQHG�
8QLYHUVLW\�%HKDYLRUDO�+HDOWK�RI�'HQWRQ��������������������������������������������������� 'HQWRQ��7H[DV� ���� 2ZQHG�
9DOOH�9LVWD�+RVSLWDO���������������������������������������������������������������������������������� *UHHQZRRG��,QGLDQD� ���� 2ZQHG�
9DOOH\�+RVSLWDO����������������������������������������������������������������������������������������� 3KRHQL[��$UL]RQD� ���� 2ZQHG�
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7KH�9LQHV�+RVSLWDO����������������������������������������������������������������������������������� 2FDOD��)ORULGD� ��� 2ZQHG�
9LUJLQLD�%HDFK�3V\FKLDWULF�&HQWHU������������������������������������������������������������ 9LUJLQLD�%HDFK��9LUJLQLD� ���� 2ZQHG�
:HNLYD�6SULQJV����������������������������������������������������������������������������������������� -DFNVRQYLOOH��)ORULGD� ���� 2ZQHG�
:HOOVWRQH�5HJLRQDO�+RVSLWDO�������������������������������������������������������������������� -HIIHUVRQYLOOH��,QGLDQD� ���� 2ZQHG�
:HVW�+LOOV�+RVSLWDO����������������������������������������������������������������������������������� 5HQR��1HYDGD� ��� 2ZQHG�
:HVW�2DNV�+RVSLWDO���������������������������������������������������������������������������������� +RXVWRQ��7H[DV� ���� 2ZQHG�
:LOORZ�6SULQJV�&HQWHU������������������������������������������������������������������������������ 5HQR��1HYDGD� ���� 2ZQHG�
:LQGPRRU�+HDOWKFDUH������������������������������������������������������������������������������� &OHDUZDWHU��)ORULGD� ���� 2ZQHG�
:LQGVRU²/DXUHOZRRG�&HQWHU������������������������������������������������������������������ :LOORXJKE\��2KLR� ���� /HDVHG�
:\RPLQJ�%HKDYLRUDO�,QVWLWXWH������������������������������������������������������������������ &DVSHU��:\RPLQJ� ���� 2ZQHG�
� � � �
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$FHU�&OLQLF������������������������������������������������������������������������������������������������ &KHVWKHUILHOG��8.� ��� 2ZQHG�
$FHU�&OLQLF����������������������������������������������������������������������������������������������� &KHVWKHUILHOG��8.� ��� 2ZQHG�
$OEHUW�:DUG���������������������������������������������������������������������������������������������� 'DUOLQJWRQ��8.� ��� 2ZQHG�
$PEHUZRRG�/RGJH����������������������������������������������������������������������������������� 'RUVHW��8.� �� 2ZQHG�
$VKILHOG�+RXVH����������������������������������������������������������������������������������������� +XGGHUVILHOG��8.� �� 2ZQHG�
$VSHQ�+RXVH�������������������������������������������������������������������������������������������� 6RXWK�<RUNVKLUH��8.� ��� 2ZQHG�
$VSHQ�/RGJH�������������������������������������������������������������������������������������������� 5RWKHUKDP��8.� ��� 2ZQHG�
%HDFRQ�/RZHU������������������������������������������������������������������������������������������ %UDGIRUG��8.� �� 2ZQHG�
%HDFRQ�8SSHU������������������������������������������������������������������������������������������� %UDGIRUG��8.� �� 2ZQHG�
%HFNO\�+RXVH�������������������������������������������������������������������������������������������� +DOLID[��8.� ��� 2ZQHG�
%RVWDOO�+RXVH�������������������������������������������������������������������������������������������� /RQGRQ��8.� �� 2ZQHG�
%XU\�+RVSLWDO�������������������������������������������������������������������������������������������� %XU\��8.� ���� 2ZQHG�
%URXJKWRQ�+RXVH������������������������������������������������������������������������������������� /LQFROQVKLUH��8.� ��� 2ZQHG�
%URXJKWRQ�/RGJH�������������������������������������������������������������������������������������� &KHVKLUH��8.� ��� 2ZQHG�
&DPELDQ�$OGHUV���������������������������������������������������������������������������������������� *ORXFHVWHU��8.� ��� 2ZQHG�
&DPELDQ�$QVHO�&OLQLF������������������������������������������������������������������������������� 1RWWLQJKDP��8.� ��� 2ZQHG�
&DPELDQ�$SSOHWUHH����������������������������������������������������������������������������������� 'XUKDP��8.� ��� 2ZQHG�
&DPELDQ�%HHFKHV�������������������������������������������������������������������������������������� 1RWWLQJKDPVKLUH��8.� ��� 2ZQHG�
&DPELDQ�%LUFKHV��������������������������������������������������������������������������������������� 1RWWV��8.� �� 2ZQHG�
&DPELDQ�&HGDUV���������������������������������������������������������������������������������������� %LUPLQJKDP��8.� ��� 2ZQHG�
&DPELDQ�&KXUFKLOO������������������������������������������������������������������������������������ /RQGRQ��8.� ��� 2ZQHG�
&DPELDQ�&RQLIHUV������������������������������������������������������������������������������������� 'HUE\��8.� �� 2ZQHG�
&DPELDQ�(OPV������������������������������������������������������������������������������������������� %LUPLQJKDP��8.� ��� 2ZQHG�
&DPELDQ�*UDQJH��������������������������������������������������������������������������������������� 1RWWLQJKDPVKLUH��8.� �� 2ZQHG�
&DPELDQ�+HDWKHUV������������������������������������������������������������������������������������� :HVW�%URPZLFK��8.� ��� 2ZQHG�
&DPELDQ�/RGJH����������������������������������������������������������������������������������������� 1RWWLQJKDPVKLUH��8.� �� 2ZQHG�
&DPELDQ�0DQRU���������������������������������������������������������������������������������������� &HQWUDO�'ULYH��8.� ��� 2ZQHG�
&DPELDQ�1LJKWLQJDOH������������������������������������������������������������������������������� 'RUVHW��8.� ��� 2ZQHG�
&DPELDQ�2DNV������������������������������������������������������������������������������������������� %DUQVOH\��8.� ��� 2ZQHG�
&DPELDQ�3LQHV������������������������������������������������������������������������������������������ :RRGKRXVH��8.� �� 2ZQHG�
&DPELDQ�9LHZV����������������������������������������������������������������������������������������� 0DWORFN��8.� ��� 2ZQHG�
&DPELDQ�:RRGVLGH����������������������������������������������������������������������������������� %UDGIRUG��8.� �� 2ZQHG�
&$6�%UXQHO����������������������������������������������������������������������������������������������� +HQEXU\��8.� ��� 2ZQHG�
&HGDU�9DOH������������������������������������������������������������������������������������������������ 1RWWLQJKDPVKLUH��8.� ��� 2ZQHG�
&KDVHZD\V������������������������������������������������������������������������������������������������ 6DZEULGJHZRUWK��8.� �� 2ZQHG�
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&KHVWHUKROPH�������������������������������������������������������������������������������������������� 1RUWKXPEHUODQG��8.� ��� 2ZQHG�
&RXOE\�/RGJH������������������������������������������������������������������������������������������� 1RUWK�<RUNVKLUH��8.� �� 2ZQHG�
&RYHQWU\��������������������������������������������������������������������������������������������������� &RYHQWU\��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²%HFNWRQ����������������������������������������������������������������������� %HFNWRQ��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²%LHUOH\������������������������������������������������������������������������� %LHUOH\��8.� ��� 2ZQHG�
&\JQHW�:LQJ²%ODFNKHDWK����������������������������������������������������������������������� %ODFNKHDWK��8.� ��� /HDVHG�
&\JQHW�/RGJH²%ULJKRXVH����������������������������������������������������������������������� %ULJKRXVH��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²'HUE\�������������������������������������������������������������������������� 'HUE\��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²(DOLQJ�������������������������������������������������������������������������� (DOLQJ��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²*RGGHQ�*UHHQ������������������������������������������������������������� *RGGHQ�*UHHQ��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²+DUURJDWH�������������������������������������������������������������������� +DUURJDWH��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²+DUURZ������������������������������������������������������������������������ +DUURZ��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO².HZVWRNH�������������������������������������������������������������������� .HZVWRNH��8.� ��� 2ZQHG�
&\JQHW�/RGJH²/HZLVKDP����������������������������������������������������������������������� /HZLVKDP��8.� ��� 2ZQHG�
&\JQHW�/RGJH�±�6DOIRUG� 0DQFKHVWHU��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²6WHYHQDJH������������������������������������������������������������������� 6WHYHQDJH��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²7DXQWRQ����������������������������������������������������������������������� 7DXQWRQ��8.� ��� 2ZQHG�
&\JQHW�/RGJH�±�.HQWRQ���������������������������������������������������������������������������� :HVWODQGV��8.� ��� 2ZQHG�
&\JQHW�+RVSLWDO²:\NH��������������������������������������������������������������������������� :\NH��8.� ��� 2ZQHG�
&\JQHW�/RGJH�±�:RNLQJ��������������������������������������������������������������������������� .QDSKLOO��8.� ��� 2ZQHG�
'HOIU\Q�+RXVH������������������������������������������������������������������������������������������� )OLQWVKLUH��8.� ��� 2ZQHG�
'HOIU\Q�/RGJH������������������������������������������������������������������������������������������� )OLQWVKLUH��8.� ��� 2ZQHG�
'HQH�%URRN����������������������������������������������������������������������������������������������� 'DOWRQ�3DUYD��8.� ��� 2ZQHG�
'HYRQ�/RGJH�������������������������������������������������������������������������������������������� 6RXWKDPSWRQ��8.� ��� 2ZQHG�
'RYH�9DOOH\���������������������������������������������������������������������������������������������� :RPEZHOO��8.� ��� 2ZQHG�
'XFNV�+DOW������������������������������������������������������������������������������������������������ (VVH[��8.� �� 2ZQHG�
(OHQL�+RXVH����������������������������������������������������������������������������������������������� (VVH[��8.� �� 2ZQHG�
(OOHQ�0KRU������������������������������������������������������������������������������������������������ 'XQGHH��8.� ��� 2ZQHG�
(OVWRQ�+RXVH��������������������������������������������������������������������������������������������� 1RWWLQJKDPVKLUH��8.� �� 2ZQHG�
)DLUZD\V���������������������������������������������������������������������������������������������������� 6XIIRON��8.� �� 2ZQHG�
)DUP�/RGJH����������������������������������������������������������������������������������������������� 5DLQKDP��8.� �� 2ZQHG�
7KH�)LHOGV������������������������������������������������������������������������������������������������� 6KHIILHOG��8.� ��� 2ZQHG�
+LJKZRRGV������������������������������������������������������������������������������������������������ &ROFKHVWHU��8.� ��� 2ZQHG�
7KH�)RXQWDLQV������������������������������������������������������������������������������������������� %ODFNEXUQ��8.� ��� 2ZQHG�
7KH�*DEOHV������������������������������������������������������������������������������������������������ (VVH[��8.� �� 2ZQHG�
*OHGFOLIIH�5RDG����������������������������������������������������������������������������������������� +XGGHUVILHOG��8.� �� 2ZQHG�
*OHGKROW���������������������������������������������������������������������������������������������������� +XGGHUVILHOG��8.� �� 2ZQHG�
+DZNVWRQH������������������������������������������������������������������������������������������������ 8WOH\��8.� ��� 2ZQHG�
+ROO\KXUVW������������������������������������������������������������������������������������������������� &RXQW\�'XUKDP��8.� ��� 2ZQHG�
+RSH�+RXVH���������������������������������������������������������������������������������������������� &RXQW\�'XUKDP��8.� ��� 2ZQHG�
.LUNVLGH�+RXVH����������������������������������������������������������������������������������������� /HHGV��8.� �� 2ZQHG�
.LUNVLGH�/RGJH����������������������������������������������������������������������������������������� /HHGV��8.� �� 2ZQHG�
/DQJGDOH�+RXVH���������������������������������������������������������������������������������������� +XGGHUVILHOG��8.� �� 2ZQHG�
/DQJGDOH�&RDFK�+RXVH����������������������������������������������������������������������������� +XGGHUVILHOG��8.� �� 2ZQHG�
/DUFK�&RXUW����������������������������������������������������������������������������������������������� (VVH[��8.� �� 2ZQHG�
/LPHV�+RXVHV�������������������������������������������������������������������������������������������� 1RWWLQJKDPVKLUH��8.� �� 2ZQHG�
/LQGVD\�+RXVH������������������������������������������������������������������������������������������ 'XQGHH��8.� �� 2ZQHG�
/RQJILHOG�+RXVH��������������������������������������������������������������������������������������� %UDGIRUG��8.� �� 2ZQHG�
/RZU\�+RXVH�������������������������������������������������������������������������������������������� +\GH��8.� ��� 2ZQHG�
0DLGVWRQH������������������������������������������������������������������������������������������������� 0DLGVWRQH��8.� ��� 2ZQHG�
0DULRQ�+RXVH������������������������������������������������������������������������������������������� 'HUE\��8.� �� 2ZQHG�
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0HDGRZV�0HZV��������������������������������������������������������������������������������������� 7LSWRQ��8.� ��� 2ZQHG�
0RUJDQ�+RXVH������������������������������������������������������������������������������������������� 6WRNH�RQ�7UHQW��8.� �� 2ZQHG�
1HZEXV�*UDQJH����������������������������������������������������������������������������������������� &RXQW\�'XUKDP��8.� ��� 2ZQHG�
1RUFRWW�+RXVH������������������������������������������������������������������������������������������� /LYHUVHGJH��8.� ��� 2ZQHG�
1RUFRWW�/RGJH������������������������������������������������������������������������������������������� /LYHUVHGJH��8.� �� 2ZQHG�
2DN�&RXUW�������������������������������������������������������������������������������������������������� (VVH[��8.� ��� 2ZQHG�
2DNKXUVW�/RGJH����������������������������������������������������������������������������������������� +DPSVKLUH��8.� �� 2ZQHG�
2DNODQGV��������������������������������������������������������������������������������������������������� 1RUWKXPEHUODQG��8.� ��� 2ZQHG�
2DNZRRG�*DUGHQV��6/����������������������������������������������������������������������������� :ROYHUKDPSWRQ��8.� �� /HDVHG�
2OG�/HLJK�+RXVH��������������������������������������������������������������������������������������� (VVH[��8.� �� /HDVHG�
7KH�2UFKDUGV�������������������������������������������������������������������������������������������� (VVH[��8.� �� 2ZQHG�
7KH�2XWZRRG�������������������������������������������������������������������������������������������� /HHGV��8.� ��� 2ZQHG�
2[OH\�/RGJH��������������������������������������������������������������������������������������������� +XGGHUVILHOG��8.� �� 2ZQHG�
2[OH\�:RRGKRXVH������������������������������������������������������������������������������������� +XGGHUVILHOG��8.� ��� 2ZQHG�
3RUWODQG�5RDG����������������������������������������������������������������������������������������� (GJEDVWRQ��8.� �� /HDVHG�
5DJODQ�+RXVH�������������������������������������������������������������������������������������������� :HVW�0LGODQGV��8.� ��� 2ZQHG�
5DPVH\����������������������������������������������������������������������������������������������������� &ROFKHVWHU��8.� ��� 2ZQHG�
5DQDLFK�+RXVH������������������������������������������������������������������������������������������ 6WLUOLQJ��8.� ��� 2ZQHG�
5HGODQGV��������������������������������������������������������������������������������������������������� &RXQW\�'XUKDP��8.� �� 2ZQHG�
5K\G�$O\Q������������������������������������������������������������������������������������������������� )OLQWVKLUH��8.� �� 2ZQHG�
5XIIRUG�/RGJH������������������������������������������������������������������������������������������� 0DQVILHOG��8.� �� 2ZQHG��
6HGJOH\�+RXVH������������������������������������������������������������������������������������������ :ROYHUKDPSWRQ��8.� ��� 2ZQHG�
6HGJOH\�/RGJH������������������������������������������������������������������������������������������ :ROYHUKDPSWRQ��8.� ��� 2ZQHG�
6KHDU�0HDGRZ������������������������������������������������������������������������������������������ +HPHO�+HPSVWHDG��8.� �� 2ZQHG�
6KHIILHOG�+RVSLWDO������������������������������������������������������������������������������������� 6KHIILHOG��8.� ��� 2ZQHG�
6KHUZRRG�+RXVH��������������������������������������������������������������������������������������� 0DQVILHOG��8.� ��� 2ZQHG�
6KHUZRRG�/RGJH��������������������������������������������������������������������������������������� 0DQVILHOG��8.� ��� 2ZQHG�
6KHUZRRG�/RGJH�6WHS�'RZQ�������������������������������������������������������������������� 0DQVILHOG��8.� �� 2ZQHG�
7KH�6TXLUUHOV��������������������������������������������������������������������������������������������� +DPSVKLUH��8.� �� 2ZQHG�
6W��$XJXVWLQH
V������������������������������������������������������������������������������������������ 6WRNH�RQ�7UHQW��8.� ��� 2ZQHG�
6W��7HLOR�+RXVH����������������������������������������������������������������������������������������� *ZHQW��8.� ��� 2ZQHG�
6W��:LOOLDPV���������������������������������������������������������������������������������������������� 'DUOLQJWRQ��8.� ��� 2ZQHG�
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7KH�6\FDPRUHV�1R���	���������������������������������������������������������������������������� 'HUE\VKLUH��8.� �� 2ZQHG�
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7KRUQILHOG�*UDQJH������������������������������������������������������������������������������������� &RXQW\�'XUKDP��8.� �� 2ZQHG�
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7ROOHU�5RDG����������������������������������������������������������������������������������������������� /HLFHVWHUVKLUH��8.� �� 2ZQHG�
7ULQLW\�+RXVH�������������������������������������������������������������������������������������������� *DOORZD\��8.� ��� 2ZQHG�
7XSZRRG�*DWH�1XUVLQJ�+RPH������������������������������������������������������������������ &DWHUKDP��8.� ��� 2ZQHG�
5LYHU�9LHZ������������������������������������������������������������������������������������������������ &RXQW\�'XUKDP��8.� �� 2ZQHG�
9LQFHQW�&RXUW�������������������������������������������������������������������������������������������� /DQFDVKLUH��8.� �� 2ZQHG�
:DONHUQ�/RGJH����������������������������������������������������������������������������������������� 6WHYHQDJH��8.� �� 2ZQHG�
:DOODFH�+RVSLWDO��������������������������������������������������������������������������������������� 'XQGHH��8.� ��� 2ZQHG�
:DVW�+LOOV������������������������������������������������������������������������������������������������� :HVW�0LGODQGV��8.� ��� 2ZQHG�
:KRUOWRQ�+DOO������������������������������������������������������������������������������������������� &RXQW\�'XUKDP��8.� ��� 2ZQHG�
:LOORZ�+RXVH������������������������������������������������������������������������������������������� :HVW�0LGODQGV��8.� �� 2ZQHG�
:RNLQJ�+RVSLWDO��������������������������������������������������������������������������������������� :RNLQJ��8.� ��� 2ZQHG�
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7KH�&DQ\RQ�DW�6DQWD�0RQLFD���������������������������������������������������������������������������������������������� 6DQWD�0RQLFD��&DOLIRUQLD� /HDVHG�
)LUVW�+RPH�&DUH��9$��������������������������������������������������������������������������������������������������������� 3RUWVPRXWK��9LUJLQLD� /HDVHG�
)RXQGDWLRQV�$WODQWD������������������������������������������������������������������������������������������������������������ $WODQWD��*HRUJLD� /HDVHG�
)RXQGDWLRQV�&KLFDJR���������������������������������������������������������������������������������������������������������� &KLFDJR��,OOLQRLV� /HDVHG�
)RXQGDWLRQV�'HWURLW������������������������������������������������������������������������������������������������������������ %LQJKDP�)DUPV��0LFKLJDQ� /HDVHG�
)RXQGDWLRQV�/RV�$QJHOHV���������������������������������������������������������������������������������������������������� /RV�$QJHOHV��&DOLIRUQLD� /HDVHG�
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&RUQHUVWRQH�5HJLRQDO�+RVSLWDO����������������������������������������������������������������������������������������� (GLQEXUJ��7H[DV� /HDVHG�
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�
����� :H�KROG�DQ�����RZQHUVKLS�LQWHUHVW�LQ�WKLV�IDFLOLW\�WKURXJK�D�JHQHUDO�SDUWQHUVKLS�LQWHUHVW�LQ�D�OLPLWHG�SDUWQHUVKLS��7KH�UHPDLQLQJ�

����RZQHUVKLS�LQWHUHVW�LV�KHOG�E\�DQ�XQDIILOLDWHG�WKLUG�SDUW\�ZKLFK�OHDVHV�WKH�SURSHUW\�WR�WKH�SDUWQHUVKLS�IRU�QRPLQDO�UHQW��7KH�
WHUP�RI�WKH�SDUWQHUVKLS�LV�VFKHGXOHG�WR�H[SLUH�LQ�-XO\��������DQG�ZH�KDYH�ILYH��ILYH�\HDU�H[WHQVLRQ�RSWLRQV���7KH�WHUP�RI�WKH�OHDVH�
LV�FRWHUPLQRXV�ZLWK�WKH�SDUWQHUVKLS�WHUP�ZLWK�D�IDLU�PDUNHW�YDOXH�UHQWDO�RI�WKH�SURSHUW\�GXULQJ�WKH�H[WHQVLRQ�WHUP���

����� 5HDO�SURSHUW\�OHDVHG�IURP�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��
����� (GLQEXUJ�5HJLRQDO�0HGLFDO�&HQWHU�&KLOGUHQ¶V�+RVSLWDO��0F$OOHQ�0HGLFDO�&HQWHU��0F$OOHQ�+HDUW�+RVSLWDO��6RXWK�7H[DV�

%HKDYLRUDO�+HDOWK�&HQWHU��67+6�(5�DW�0LVVLRQ�DQG�67+6�(5�DW�:HVODFR�DUH�FRQVROLGDWHG�XQGHU�RQH�OLFHQVH�RSHUDWLQJ�DV�WKH�
6RXWK�7H[DV�+HDOWK�6\VWHP���

����� :H�PDQDJH�DQG�RZQ�D�QRQFRQWUROOLQJ�LQWHUHVW�RI�DSSUR[LPDWHO\�����LQ�WKH�HQWLW\�WKDW�RSHUDWHV�WKLV�IDFLOLW\���
����� :H�PDQDJH�DQG�RZQ�D�PLQRULW\�LQWHUHVW�LQ�DQ�//&�WKDW�RZQV�DQG�RSHUDWHV�WKLV�FHQWHU���
����� :H�RZQ�D�QRQFRQWUROOLQJ�RZQHUVKLS�LQWHUHVW�RI�DSSUR[LPDWHO\�����LQ�WKH�HQWLW\�WKDW�RSHUDWHV�WKLV�IDFLOLW\�WKDW�LV�PDQDJHG�E\�D�

WKLUG�SDUW\���
����� :H�KROG�DQ�����RZQHUVKLS�LQWHUHVW�LQ�WKLV�IDFLOLW\�WKURXJK�ERWK�JHQHUDO�DQG�OLPLWHG�SDUWQHUVKLS�LQWHUHVWV��7KH�UHPDLQLQJ�����

RZQHUVKLS�LQWHUHVW�LV�KHOG�E\�XQDIILOLDWHG�WKLUG�SDUWLHV���
����� /DQG�RI�WKLV�IDFLOLW\�LV�OHDVHG���
����� :H�PDQDJH�DQG�RZQ�D�QRQFRQWUROOLQJ�LQWHUHVW�RI�����LQ�WKLV�IDFLOLW\��7KH�UHPDLQLQJ�����RZQHUVKLS�LQWHUHVW�LV�KHOG�E\�DQ�

XQDIILOLDWHG�WKLUG�SDUW\��/DQG�RI�WKLV�IDFLOLW\�LV�OHDVHG�IURP�WKH�XQDIILOLDWHG�WKLUG�SDUW\�PHPEHU���
����� :H�PDQDJH�DQG�KROG�DQ�����RZQHUVKLS�LQWHUHVW�LQ�WKLV�IDFLOLW\��7KH�UHPDLQLQJ�����RZQHUVKLS�LQWHUHVW�LV�KHOG�E\�DQ�XQDIILOLDWHG�

WKLUG�SDUW\��
����� :H�KROG�D�����RZQHUVKLS�LQWHUHVW�LQ�WKLV�IDFLOLW\��7KH�UHPDLQLQJ�����RZQHUVKLS�LQWHUHVW�LV�KHOG�E\�XQDIILOLDWHG�WKLUG�SDUWLHV��

:H�RZQ�RU�OHDVH�PHGLFDO�RIILFH�EXLOGLQJV�DGMRLQLQJ�VRPH�RI�RXU�KRVSLWDOV��:H�EHOLHYH�WKDW�WKH�OHDVHV�RQ�WKH�IDFLOLWLHV��PHGLFDO�
RIILFH�EXLOGLQJV�DQG�RWKHU�UHDO�HVWDWH�OHDVHG�RU�RZQHG�E\�XV�GR�QRW�LPSRVH�DQ\�PDWHULDO�OLPLWDWLRQ�RQ�RXU�RSHUDWLRQV��7KH�DJJUHJDWH�
OHDVH�SD\PHQWV�RQ�IDFLOLWLHV�OHDVHG�E\�XV�ZHUH�����PLOOLRQ�LQ�����������PLOOLRQ�LQ������DQG�����PLOOLRQ�LQ�������

,7(0���� Legal Proceedings�

:H�RSHUDWH�LQ�D�KLJKO\�UHJXODWHG�DQG�OLWLJLRXV�LQGXVWU\�ZKLFK�VXEMHFWV�XV�WR�YDULRXV�FODLPV�DQG�ODZVXLWV�LQ�WKH�RUGLQDU\�FRXUVH�RI�
EXVLQHVV�DV�ZHOO�DV�UHJXODWRU\�SURFHHGLQJV�DQG�JRYHUQPHQW�LQYHVWLJDWLRQV��7KHVH�FODLPV�RU�VXLWV�LQFOXGH�FODLPV�IRU�GDPDJHV�IRU�
SHUVRQDO�LQMXULHV��PHGLFDO�PDOSUDFWLFH��FRPPHUFLDO�FRQWUDFWXDO�GLVSXWHV��ZURQJIXO�UHVWULFWLRQ�RI��RU�LQWHUIHUHQFH�ZLWK��SK\VLFLDQV¶�VWDII�
SULYLOHJHV��DQG�HPSOR\PHQW�UHODWHG�FODLPV��,Q�DGGLWLRQ��KHDOWK�FDUH�FRPSDQLHV�DUH�VXEMHFW�WR�LQYHVWLJDWLRQV�DQG�RU�DFWLRQV�E\�YDULRXV�
VWDWH�DQG�IHGHUDO�JRYHUQPHQWDO�DJHQFLHV�RU�WKRVH�EULQJLQJ�FODLPV�RQ�WKHLU�EHKDOI��*RYHUQPHQW�DFWLRQ�KDV�LQFUHDVHG�ZLWK�UHVSHFW�WR�
LQYHVWLJDWLRQV�DQG�RU�DOOHJDWLRQV�DJDLQVW�KHDOWKFDUH�SURYLGHUV�FRQFHUQLQJ�SRVVLEOH�YLRODWLRQV�RI�IUDXG�DQG�DEXVH�DQG�IDOVH�FODLPV�
VWDWXWHV�DV�ZHOO�DV�FRPSOLDQFH�ZLWK�FOLQLFDO�DQG�RSHUDWLRQDO�UHJXODWLRQV��&XUUHQWO\��DQG�IURP�WLPH�WR�WLPH��ZH�DQG�VRPH�RI�RXU�IDFLOLWLHV�
DUH�VXEMHFWHG�WR�LQTXLULHV�LQ�WKH�IRUP�RI�VXESRHQDV��&LYLO�,QYHVWLJDWLYH�'HPDQGV��DXGLWV�DQG�RWKHU�GRFXPHQW�UHTXHVWV�IURP�YDULRXV�
IHGHUDO�DQG�VWDWH�DJHQFLHV��7KHVH�LQTXLULHV�FDQ�OHDG�WR�QRWLFHV�DQG�RU�DFWLRQV�LQFOXGLQJ�UHSD\PHQW�REOLJDWLRQV�IURP�VWDWH�DQG�IHGHUDO�
JRYHUQPHQW�DJHQFLHV�DVVRFLDWHG�ZLWK�SRWHQWLDO�QRQ�FRPSOLDQFH�ZLWK�ODZV�DQG�UHJXODWLRQV��)XUWKHU��WKH�IHGHUDO�)DOVH�&ODLPV�$FW�DOORZV�
SULYDWH�LQGLYLGXDOV�WR�EULQJ�ODZVXLWV��TXL�WDP�DFWLRQV��DJDLQVW�KHDOWKFDUH�SURYLGHUV�WKDW�VXEPLW�FODLPV�IRU�SD\PHQWV�WR�WKH�JRYHUQPHQW��
9DULRXV�VWDWHV�KDYH�DOVR�DGRSWHG�VLPLODU�VWDWXWHV��:KHQ�VXFK�D�FODLP�LV�ILOHG��WKH�JRYHUQPHQW�ZLOO�LQYHVWLJDWH�WKH�PDWWHU�DQG�GHFLGH�LI�
WKH\�DUH�JRLQJ�WR�LQWHUYHQH�LQ�WKH�SHQGLQJ�FDVH��7KHVH�TXL�WDP�ODZVXLWV�DUH�SODFHG�XQGHU�VHDO�E\�WKH�FRXUW�WR�FRPSO\�ZLWK�WKH�)DOVH�
&ODLPV�$FW¶V�UHTXLUHPHQWV��,I�WKH�JRYHUQPHQW�FKRRVHV�QRW�WR�LQWHUYHQH��WKH�SULYDWH�LQGLYLGXDO�V��FDQ�SURFHHG�LQGHSHQGHQWO\�RQ�EHKDOI�
RI�WKH�JRYHUQPHQW��+HDOWK�FDUH�SURYLGHUV�WKDW�DUH�IRXQG�WR�YLRODWH�WKH�)DOVH�&ODLPV�$FW�PD\�EH�VXEMHFW�WR�VXEVWDQWLDO�PRQHWDU\�
ILQHV�SHQDOWLHV�DV�ZHOO�DV�IDFH�SRWHQWLDO�H[FOXVLRQ�IURP�SDUWLFLSDWLQJ�LQ�JRYHUQPHQW�KHDOWK�FDUH�SURJUDPV�RU�EH�UHTXLUHG�WR�FRPSO\�
ZLWK�&RUSRUDWH�,QWHJULW\�$JUHHPHQWV�DV�D�FRQGLWLRQ�RI�D�VHWWOHPHQW�RI�D�)DOVH�&ODLPV�$FW�PDWWHU��,Q�6HSWHPEHU�������WKH�&ULPLQDO�
'LYLVLRQ�RI�WKH�'HSDUWPHQW�RI�-XVWLFH��³'2-´��DQQRXQFHG�WKDW�DOO�TXL�WDP�FDVHV�ZLOO�EH�VKDUHG�ZLWK�WKHLU�'LYLVLRQ�WR�GHWHUPLQH�LI�D�
SDUDOOHO�FULPLQDO�LQYHVWLJDWLRQ�VKRXOG�EH�RSHQHG��7KH�'2-�KDV�DOVR�DQQRXQFHG�DQ�LQWHQWLRQ�WR�SXUVXH�FLYLO�DQG�FULPLQDO�DFWLRQV�DJDLQVW�
LQGLYLGXDOV�ZLWKLQ�D�FRPSDQ\�DV�ZHOO�DV�WKH�FRUSRUDWH�HQWLW\�RU�HQWLWLHV��,Q�DGGLWLRQ��KHDOWK�FDUH�IDFLOLWLHV�DUH�VXEMHFW�WR�PRQLWRULQJ�E\�
VWDWH�DQG�IHGHUDO�VXUYH\RUV�WR�HQVXUH�FRPSOLDQFH�ZLWK�SURJUDP�&RQGLWLRQV�RI�3DUWLFLSDWLRQ��,Q�WKH�HYHQW�D�IDFLOLW\�LV�IRXQG�WR�EH�RXW�RI�



���

FRPSOLDQFH�ZLWK�D�&RQGLWLRQ�RI�3DUWLFLSDWLRQ�DQG�XQDEOH�WR�UHPHG\�WKH�DOOHJHG�GHILFLHQF\�V���WKH�IDFLOLW\�IDFHV�WHUPLQDWLRQ�IURP�WKH�
0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�RU�FRPSOLDQFH�ZLWK�D�6\VWHP�,PSURYHPHQW�$JUHHPHQW�WR�UHPHG\�GHILFLHQFLHV�DQG�HQVXUH�
FRPSOLDQFH��

7KH�ODZV�DQG�UHJXODWLRQV�JRYHUQLQJ�WKH�KHDOWKFDUH�LQGXVWU\�DUH�FRPSOH[�FRYHULQJ��DPRQJ�RWKHU�WKLQJV��JRYHUQPHQW�KHDOWKFDUH�
SDUWLFLSDWLRQ�UHTXLUHPHQWV��OLFHQVXUH��FHUWLILFDWLRQ�DQG�DFFUHGLWDWLRQ��SULYDF\�RI�SDWLHQW�LQIRUPDWLRQ��UHLPEXUVHPHQW�IRU�SDWLHQW�VHUYLFHV�
DV�ZHOO�DV�IUDXG�DQG�DEXVH�FRPSOLDQFH��7KHVH�ODZV�DQG�UHJXODWLRQV�DUH�FRQVWDQWO\�HYROYLQJ�DQG�H[SDQGLQJ��)XUWKHU��WKH�/HJLVODWLRQ�KDV�
DGGHG�DGGLWLRQDO�REOLJDWLRQV�RQ�KHDOWKFDUH�SURYLGHUV�WR�UHSRUW�DQG�UHIXQG�RYHUSD\PHQWV�E\�JRYHUQPHQW�KHDOWKFDUH�SURJUDPV�DQG�
DXWKRUL]HV�WKH�VXVSHQVLRQ�RI�0HGLFDUH�DQG�0HGLFDLG�SD\PHQWV�³SHQGLQJ�DQ�LQYHVWLJDWLRQ�RI�D�FUHGLEOH�DOOHJDWLRQ�RI�IUDXG�´�:H�
PRQLWRU�RXU�EXVLQHVV�DQG�KDYH�GHYHORSHG�DQ�HWKLFV�DQG�FRPSOLDQFH�SURJUDP�ZLWK�UHVSHFW�WR�WKHVH�FRPSOH[�ODZV��UXOHV�DQG�UHJXODWLRQV��
$OWKRXJK�ZH�EHOLHYH�RXU�SROLFLHV��SURFHGXUHV�DQG�SUDFWLFHV�FRPSO\�ZLWK�JRYHUQPHQW�UHJXODWLRQV��WKHUH�LV�QR�DVVXUDQFH�WKDW�ZH�ZLOO�QRW�
EH�IDFHG�ZLWK�WKH�VDQFWLRQV�UHIHUHQFHG�DERYH�ZKLFK�LQFOXGH�ILQHV��SHQDOWLHV�DQG�RU�VXEVWDQWLDO�GDPDJHV��UHSD\PHQW�REOLJDWLRQV��
SD\PHQW�VXVSHQVLRQV��OLFHQVXUH�UHYRFDWLRQ��DQG�H[SXOVLRQ�IURP�JRYHUQPHQW�KHDOWKFDUH�SURJUDPV��(YHQ�LI�ZH�ZHUH�WR�XOWLPDWHO\�
SUHYDLO�LQ�DQ\�DFWLRQ�EURXJKW�DJDLQVW�XV�RU�RXU�IDFLOLWLHV�RU�LQ�UHVSRQGLQJ�WR�DQ\�LQTXLU\��VXFK�DFWLRQ�RU�LQTXLU\�FRXOG�KDYH�D�PDWHULDO�
DGYHUVH�HIIHFW�RQ�XV��

&HUWDLQ�OHJDO�PDWWHUV�DUH�GHVFULEHG�EHORZ��

Government Investigations: 

UHS Behavioral Health  

,Q�)HEUXDU\��������WKH�2IILFH�RI�,QVSHFWRU�*HQHUDO�IRU�WKH�8QLWHG�6WDWHV�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��³2,*´��
VHUYHG�D�VXESRHQD�UHTXHVWLQJ�YDULRXV�GRFXPHQWV�IURP�-DQXDU\�������WR�WKH�GDWH�RI�WKH�VXESRHQD�GLUHFWHG�DW�8QLYHUVDO�+HDOWK�6HUYLFHV��
,QF���³8+6´��FRQFHUQLQJ�LW�DQG�8+6�RI�'HODZDUH��,QF���DQG�FHUWDLQ�8+6�RZQHG�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�LQFOXGLQJ��.H\V�RI�
&DUROLQD��2OG�9LQH\DUG�%HKDYLRUDO�+HDOWK��7KH�0HDGRZV�3V\FKLDWULF�&HQWHU��6WUHDPZRRG�%HKDYLRUDO�+HDOWK��+DUWJURYH�+RVSLWDO��
5RFN�5LYHU�$FDGHP\�DQG�5HVLGHQWLDO�7UHDWPHQW�&HQWHU��5R[EXU\�7UHDWPHQW�&HQWHU��+DUERU�3RLQW�%HKDYLRUDO�+HDOWK�&HQWHU��I�N�D�7KH�
3LQHV�5HVLGHQWLDO�7UHDWPHQW�&HQWHU��LQFOXGLQJ�WKH�&UDZIRUG��%ULJKWRQ�DQG�.HPSVYLOOH�FDPSXVHV��:HNLYD�6SULQJV�&HQWHU�DQG�5LYHU�
3RLQW�%HKDYLRUDO�+HDOWK����3ULRU�WR�UHFHLSW�RI�WKLV�VXESRHQD��VRPH�RI�WKHVH�IDFLOLWLHV�KDG�UHFHLYHG�LQGHSHQGHQW�VXESRHQDV�IURP�VWDWH�RU�
IHGHUDO�DJHQFLHV��6XEVHTXHQW�WR�WKH�)HEUXDU\������VXESRHQDV��VRPH�RI�WKH�IDFLOLWLHV�DERYH�KDYH�UHFHLYHG�DGGLWLRQDO��VSHFLILF�
VXESRHQDV�RU�RWKHU�GRFXPHQW�DQG�LQIRUPDWLRQ�UHTXHVWV���,Q�DGGLWLRQ�WR�WKH�2,*��WKH�'2-�DQG�YDULRXV�8�6��$WWRUQH\V¶�DQG�VWDWH�
$WWRUQH\V¶�*HQHUDO�2IILFHV�DUH�DOVR�LQYROYHG�LQ�WKLV�PDWWHU��6LQFH�)HEUXDU\�������DGGLWLRQDO�IDFLOLWLHV�KDYH�DOVR�UHFHLYHG�VXESRHQDV�
DQG�RU�GRFXPHQW�DQG�LQIRUPDWLRQ�UHTXHVWV�RU�ZH�KDYH�EHHQ�QRWLILHG�DUH�LQFOXGHG�LQ�WKH�RPQLEXV�LQYHVWLJDWLRQ���7KRVH�IDFLOLWLHV�
LQFOXGH��1DWLRQDO�'HDI�$FDGHP\��$UERXU�+5,�+RVSLWDO��%HKDYLRUDO�+RVSLWDO�RI�%HOODLUH��6W��6LPRQV�%\�WKH�6HD��7XUQLQJ�3RLQW�&DUH�
&HQWHU��6DOW�/DNH�%HKDYLRUDO�+HDOWK��&HQWUDO�)ORULGD�%HKDYLRUDO�+RVSLWDO��8QLYHUVLW\�%HKDYLRUDO�&HQWHU��$UERXU�+RVSLWDO��$UERXU�
)XOOHU�+RVSLWDO��3HPEURNH�+RVSLWDO��:HVWZRRG�/RGJH��&RDVWDO�+DUERU�+HDOWK�6\VWHP��6KDGRZ�0RXQWDLQ�%HKDYLRUDO�+HDOWK��&HGDU�
+LOOV�+RVSLWDO��0D\KLOO�+RVSLWDO��6RXWKHUQ�&UHVFHQW�%HKDYLRUDO�+HDOWK��$QFKRU�+RVSLWDO�DQG�&UHVFHQW�3LQHV�FDPSXVHV���9DOOH\�
+RVSLWDO��$=���3HDFKIRUG�%HKDYLRUDO�+HDOWK�6\VWHP�RI�$WODQWD��8QLYHUVLW\�%HKDYLRUDO�+HDOWK�RI�'HQWRQ��(O�3DVR�%HKDYLRUDO�+HDOWK�
6\VWHP��1HZSRUW�1HZV�%HKDYLRUDO�+HDOWK�&HQWHU��7KH�+XJKHV�&HQWHU��)RUHVW�9LHZ�+RVSLWDO�DQG�+DYHQZ\FN�+RVSLWDO��

,Q�2FWREHU��������ZH�ZHUH�DGYLVHG�WKDW�WKH�'2-¶V�&ULPLQDO�)UDXGV�6HFWLRQ�KDG�RSHQHG�DQ�LQYHVWLJDWLRQ�RI�5LYHU�3RLQW�
%HKDYLRUDO�+HDOWK�DQG�:HNLYD�6SULQJV�&HQWHU��:H�ZHUH�VXEVHTXHQWO\�QRWLILHG�WKDW�WKH�&ULPLQDO�)UDXGV�VHFWLRQ�KDG�RSHQHG�
LQYHVWLJDWLRQV�RI�1DWLRQDO�'HDI�$FDGHP\��+DUWJURYH�+RVSLWDO�DQG�8+6�DV�D�FRUSRUDWH�HQWLW\��,Q�$SULO�������WKH�'2-¶V�&ULPLQDO�
'LYLVLRQ�LVVXHG�D�VXESRHQD�UHTXHVWLQJ�GRFXPHQWDWLRQ�IURP�6KDGRZ�0RXQWDLQ�%HKDYLRUDO�+HDOWK��,Q�$XJXVW�������.HPSVYLOOH�&HQWHU�
RI�%HKDYLRUDO�+HDOWK��D�SDUW�RI�+DUERU�3RLQW�%HKDYLRUDO�+HDOWK�SUHYLRXVO\�LGHQWLILHG�DERYH��UHFHLYHG�D�VXESRHQD�UHTXHVWLQJ�
GRFXPHQWDWLRQ��:H�KDYH�UHFHQWO\�EHHQ�DGYLVHG�WKDW�WKH�LQYHVWLJDWLRQV�EHLQJ�FRQGXFWHG�E\�WKH�'2-¶V�&ULPLQDO�)UDXGV�6HFWLRQ�DQG�
FRUUHVSRQGLQJ�8�6��$WWRUQH\V¶�2IILFHV��RI�8+6�DQG�WKH�DERYH�UHIHUHQFHG�IDFLOLWLHV��KDYH�EHHQ�FORVHG��

,Q�$SULO��������WKH�&HQWHUV�IRU�0HGLFDUH�DQG�0HGLFDLG�6HUYLFHV��³&06´��LQVWLWXWHG�D�0HGLFDUH�SD\PHQW�VXVSHQVLRQ�DW�5LYHU�
3RLQW�%HKDYLRUDO�+HDOWK�LQ�DFFRUGDQFH�ZLWK�IHGHUDO�UHJXODWLRQV�UHJDUGLQJ�VXVSHQVLRQ�RI�SD\PHQWV�GXULQJ�FHUWDLQ�LQYHVWLJDWLRQV��7KH�
)ORULGD�$JHQF\�IRU�+HDOWK�&DUH�$GPLQLVWUDWLRQ��³$+&$´��VXEVHTXHQWO\�LVVXHG�D�0HGLFDLG�SD\PHQW�VXVSHQVLRQ�IRU�WKH�IDFLOLW\��5LYHU�
3RLQW�%HKDYLRUDO�+HDOWK�VXEPLWWHG�D�UHEXWWDO�VWDWHPHQW�GLVSXWLQJ�WKH�EDVLV�RI�WKH�VXVSHQVLRQ�DQG�UHTXHVWLQJ�UHYRFDWLRQ�RI�WKH�
VXVSHQVLRQ��1RWZLWKVWDQGLQJ��&06�FRQWLQXHG�WKH�SD\PHQW�VXVSHQVLRQ��5LYHU�3RLQW�%HKDYLRUDO�+HDOWK�SURYLGHG�DGGLWLRQDO�LQIRUPDWLRQ�
WR�&06�LQ�DQ�HIIRUW�WR�REWDLQ�UHOLHI�IURP�WKH�SD\PHQW�VXVSHQVLRQ�EXW�WKH�0HGLFDUH�VXVSHQVLRQ�UHPDLQV�LQ�HIIHFW��,Q�-XQH�������$+&$�
DGYLVHG�WKDW�ZKLOH�WKH\�ZHUH�PDLQWDLQLQJ�WKH�VXVSHQVLRQ�IRU�GXDO�HOLJLEOH�DQG�FURVV�RYHU�0HGLFDUH�EHQHILFLDULHV��WKH�0HGLFDLG�
SD\PHQW�VXVSHQVLRQ�ZDV�OLIWHG�HIIHFWLYH�-XQH�����������)URP�LQFHSWLRQ�WKURXJK�'HFHPEHU�����������WKH�DJJUHJDWH�IXQGV�ZLWKKHOG�
IURP�XV�LQ�FRQQHFWLRQ�ZLWK�WKH�5LYHU�3RLQW�%HKDYLRUDO�+HDOWK�SD\PHQW�VXVSHQVLRQ�DPRXQWHG�WR�DSSUR[LPDWHO\������PLOOLRQ��:H�
DQWLFLSDWH�D�UHVROXWLRQ�RI�WKH�SD\PHQW�VXVSHQVLRQ�ZLOO�EH�SDUW�RI�WKH�RYHUDOO�VHWWOHPHQW�DJUHHPHQW�V��WR�EH�GUDIWHG�DQG�ILQDOL]HG���
$OWKRXJK�WKH�RSHUDWLQJ�UHVXOWV�RI�5LYHU�3RLQW�%HKDYLRUDO�+HDOWK�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�FRQVROLGDWHG�UHVXOWV�RI�
RSHUDWLRQV�GXULQJ������������RU�������WKH�SD\PHQW�VXVSHQVLRQ�KDV�KDG�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�IDFLOLW\¶V�UHVXOWV�RI�RSHUDWLRQV�
DQG�ILQDQFLDO�FRQGLWLRQ��

7KH�'2-�KDV�DGYLVHG�XV�WKDW�WKH�FLYLO�DVSHFW�RI�WKH�FRRUGLQDWHG�LQYHVWLJDWLRQ�UHIHUHQFHG�DERYH�LV�D�)DOVH�&ODLPV�$FW�
LQYHVWLJDWLRQ�IRFXVHG�RQ�ELOOLQJV�VXEPLWWHG�WR�JRYHUQPHQW�SD\HUV�LQ�UHODWLRQ�WR�VHUYLFHV�SURYLGHG�DW�WKRVH�IDFLOLWLHV��:KLOH�WKHUH�KDYH�



���

EHHQ�YDULRXV�PDWWHUV�UDLVHG�E\�'2-�GXULQJ�WKH�SHQGHQF\�RI�WKLV�LQYHVWLJDWLRQ��'2-�&LYLO�KDV�DGYLVHG�WKDW�WKH�IRFXV�RI�WKHLU�
LQYHVWLJDWLRQ�LV�RQ�PHGLFDO�QHFHVVLW\�LVVXHV�DQG�ELOOLQJ�IRU�VHUYLFHV�QRW�HOLJLEOH�IRU�SD\PHQW�GXH�WR�QRQ�FRPSOLDQFH�ZLWK�UHJXODWRU\�
UHTXLUHPHQWV�UHODWLQJ�WR��DPRQJ�RWKHU�WKLQJV��DGPLVVLRQ�HOLJLELOLW\��GLVFKDUJH�GHFLVLRQV��OHQJWK�RI�VWD\�DQG�SDWLHQW�FDUH�LVVXHV��,W�LV�RXU�
XQGHUVWDQGLQJ�WKDW�WKH�'2-�&ULPLQDO�)UDXG�6HFWLRQ�ZDV�LQYHVWLJDWLQJ�VLPLODU�LVVXHV�SULRU�WR�WKH�FORVXUH�RI�WKHLU�LQYHVWLJDWLRQ��8+6�
GHQLHV�DQ\�IUDXGXOHQW�ELOOLQJV�ZHUH�VXEPLWWHG�WR�JRYHUQPHQW�SD\HUV����

,Q�-XO\�������ZH�UHDFKHG�DQ�DJUHHPHQW�LQ�SULQFLSOH�ZLWK�WKH�'2-¶V�&LYLO�'LYLVLRQ��DQG�RQ�EHKDOI�RI�YDULRXV�VWDWHV¶�DWWRUQH\V�
JHQHUDO�RIILFHV��WR�UHVROYH�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�IRU������PLOOLRQ�
VXEMHFW�WR�UHTXLVLWH�DSSURYDOV�DQG�SUHSDUDWLRQ�DQG�H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DQG�UHODWHG�DJUHHPHQWV��:H�DUH�DOVR�QHJRWLDWLQJ�D�
FRUSRUDWH�LQWHJULW\�DJUHHPHQW�ZLWK�WKH�2IILFH�RI�,QVSHFWRU�*HQHUDO�IRU�WKH�8QLWHG�6WDWHV�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV�
�³2,*´��ZKLFK�ZH�H[SHFW�ZLOO�EH�SDUW�RI�WKH�RYHUDOO�VHWWOHPHQW�RI�WKLV�PDWWHU����

,Q�FRQQHFWLRQ�ZLWK�WKLV�DJUHHPHQW�LQ�SULQFLSOH��GXULQJ�������ZH�UHFRUGHG�D�SUH�WD[�LQFUHDVH�RI�DSSUR[LPDWHO\�����PLOOLRQ�WR�WKH�
UHVHUYH�HVWDEOLVKHG�LQ�FRQQHFWLRQ�ZLWK�WKH�FLYLO�DVSHFWV�RI�WKHVH�PDWWHUV��³'2-�5HVHUYH´���ZKLFK�LQFOXGHV�UHODWHG�IHHV�DQG�FRVWV�GXH�WR�
RU�RQ�EHKDOI�RI�WKLUG�SDUWLHV��7KH�DJJUHJDWH�SUH�WD[�'2-�5HVHUYH�DPRXQWHG�WR������PLOOLRQ�DV�RI�'HFHPEHU����������DQG������PLOOLRQ�
DV�RI�'HFHPEHU�����������LQFOXGLQJ������PLOOLRQ�UHFRUGHG�GXULQJ���������

,Q�ODWH�$XJXVW��������ZH�UHFHLYHG�WKH�LQLWLDO�GUDIW�RI�WKH�VHWWOHPHQW�DJUHHPHQW�IURP�WKH�'2-¶V�&LYLO�'LYLVLRQ��1HJRWLDWLRQV�
UHJDUGLQJ�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�VHWWOHPHQW�DJUHHPHQW�FRQWLQXH��%DVHG�XSRQ�WKH�WHUPV�DQG�SURYLVLRQV�LQFOXGHG�LQ�WKH�GUDIW�
VHWWOHPHQW�DJUHHPHQW��DQG�UHODWHG�VXEVHTXHQW�GLVFXVVLRQV��RXU������ILQDQFLDO�VWDWHPHQWV�LQFOXGH�DQ�XQIDYRUDEOH�SURYLVLRQ�IRU�LQFRPH�
WD[HV�RI�DSSUR[LPDWHO\����PLOOLRQ�UHVXOWLQJ�IURP�WKH�QHW�HVWLPDWHG�IHGHUDO�DQG�VWDWH�LQFRPH�WD[HV�GXH�RQ�WKH�SRUWLRQ�RI�WKH�SUH�WD[�
'2-�5HVHUYH�WKDW�LV�HVWLPDWHG�WR�EH�QRQ�GHGXFWLEOH�IRU�LQFRPH�WD[�SXUSRVHV����

6LQFH�WKH�DJUHHPHQW�LQ�SULQFLSOH�ZLWK�WKH�'2-¶V�&LYLO�'LYLVLRQ�LV�VXEMHFW�WR�FHUWDLQ�UHTXLUHG�DSSURYDOV�DQG�QHJRWLDWLRQ�DQG�
H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DJUHHPHQWV��DV�ZHOO�DV�QHJRWLDWLRQ�DQG�H[HFXWLRQ�RI�D�FRUSRUDWH�LQWHJULW\�DJUHHPHQW�ZLWK�WKH�2,*��
ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�GHILQLWLYH�DJUHHPHQWV�ZLOO�XOWLPDWHO\�EH�ILQDOL]HG��:H�WKHUHIRUH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ILQDO�
DPRXQWV�SDLG�LQ�VHWWOHPHQW�RU�RWKHUZLVH��RU�DVVRFLDWHG�FRVWV��RU�WKH�LQFRPH�WD[�GHGXFWLELOLW\�RI�VXFK�SD\PHQWV��ZLOO�QRW�GLIIHU�
PDWHULDOO\�IURP�RXU�HVWDEOLVKHG�UHVHUYH�DQG�DVVXPSWLRQV�UHODWHG�WR�LQFRPH�WD[�GHGXFWLELOLW\��

DOJ investigation of Turning Point Hospital���

'XULQJ�WKH�IRXUWK�TXDUWHU�RI�������ZH�ZHUH�QRWLILHG�WKDW�WKH�'2-�&LYLO�'LYLVLRQ�LQ�FRQMXQFWLRQ�ZLWK�WKH�8�6��$WWRUQH\¶V�2IILFH�
IRU�WKH�1RUWKHUQ�'LVWULFW�RI�*HRUJLD�DQG�WKH�*HRUJLD�$WWRUQH\�*HQHUDO¶V�2IILFH�RSHQHG�DQ�LQYHVWLJDWLRQ�RI�7XUQLQJ�3RLQW�+RVSLWDO�LQ�
0RXOWULH�� *$�� � 7KH� '2-� &LYLO� 'LYLVLRQ� KDV� DGYLVHG� XV� WKDW� WKH\� DUH� SULPDULO\� LQYHVWLJDWLQJ� WUDQVSRUWDWLRQ� DQG� KRXVLQJ� ILQDQFLDO�
DVVLVWDQFH� SURYLGHG� WR� SDWLHQWV� UHFHLYLQJ� WUHDWPHQW� DW� WKH� IDFLOLW\�� 7KH� '2-� LVVXHG� D� FLYLO� LQYHVWLJDWLYH� GHPDQG� WR� WKH� IDFLOLW\�
UHTXHVWLQJ�YDULRXV�GRFXPHQWV�DQG�RWKHU�LQIRUPDWLRQ��,Q�6HSWHPEHU��������ZH�UHDFKHG�D�VHWWOHPHQW�LQ�SULQFLSOH�RI�WKLV�PDWWHU�SHQGLQJ�
QHJRWLDWLRQ��ILQDOL]DWLRQ�DQG�H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DJUHHPHQWV��$V�RI�'HFHPEHU�����������RXU�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�
DQ�HVWLPDWHG�UHVHUYH�LQ�FRQQHFWLRQ�ZLWK�WKH�SRWHQWLDO�VHWWOHPHQW�RI�WKLV�PDWWHU��ZKLFK�GLG�QRW�KDYH�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�
RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ���

Litigation:�

U.S. ex rel Escobar v. Universal Health Services, Inc. et.al.��

7KLV�LV�D�)DOVH�&ODLPV�$FW�FDVH�ILOHG�DJDLQVW�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���8+6�RI�'HODZDUH��,QF��DQG�+5,�&OLQLFV��,QF��G�E�D�
$UERXU�&RXQVHOLQJ�6HUYLFHV�LQ�8�6��'LVWULFW�&RXUW�IRU�WKH�'LVWULFW�RI�0DVVDFKXVHWWV���7KLV�TXL�WDP�DFWLRQ�SULPDULO\�DOOHJHV�WKDW�$UERXU�
&RXQVHOLQJ�6HUYLFHV�IDLOHG�WR�DSSURSULDWHO\�VXSHUYLVH�FHUWDLQ�FOLQLFDO�SURYLGHUV�LQ�FRQWUDYHQWLRQ�RI��UHJXODWRU\�UHTXLUHPHQWV�DQG�WKH�
VXEPLVVLRQ�RI�FODLPV�WR�0HGLFDLG�ZHUH�VXEVHTXHQWO\�LPSURSHU���5HODWRUV�PDNH�RWKHU�FODLPV�RI�LPSURSHU�ELOOLQJ�WR�0HGLFDLG�
DVVRFLDWHG�ZLWK�DOOHJHG�IDLOXUHV�RI�$UERXU�&RXQVHOLQJ�WR�FRPSO\�ZLWK�VWDWH�UHJXODWLRQV���7KH�8�6��$WWRUQH\¶V�2IILFH�DQG�WKH�
0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO¶V�2IILFH�LQLWLDOO\�GHFOLQHG�WR�LQWHUYHQH���8+6�ILOHG�D�PRWLRQ�WR�GLVPLVV�DQG�WKH�WULDO�FRXUW�RULJLQDOO\�
JUDQWHG�WKH�PRWLRQ�GLVPLVVLQJ�WKH�FDVH���7KH�)LUVW�&LUFXLW�&RXUW�RI�$SSHDOV��³)LUVW�&LUFXLW´��UHYHUVHG�WKH�WULDO�FRXUW¶V�GLVPLVVDO�RI�WKH�
FDVH���7KH�8QLWHG�6WDWHV�6XSUHPH�&RXUW�VXEVHTXHQWO\�YDFDWHG�WKH�)LUVW�&LUFXLW¶V�RSLQLRQ�DQG�UHPDQGHG�WKH�FDVH�IRU�IXUWKHU�
FRQVLGHUDWLRQ�XQGHU�WKH�QHZ�OHJDO�VWDQGDUGV�HVWDEOLVKHG�E\�WKH�6XSUHPH�&RXUW�IRU�)DOVH�&ODLPV�$FW�FDVHV���'XULQJ�WKH��WK�TXDUWHU�RI�
������WKH�)LUVW�&LUFXLW�LVVXHG�D�UHYLVHG�RSLQLRQ�XSKROGLQJ�WKHLU�UHYHUVDO�RI�WKH�WULDO�FRXUW¶V�GLVPLVVDO���7KH�FDVH�ZDV�WKHQ�UHPDQGHG�WR�
WKH�WULDO�FRXUW�IRU�IXUWKHU�SURFHHGLQJV���,Q�-DQXDU\�������WKH�8�6��$WWRUQH\¶V�2IILFH�DQG�0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO¶V�2IILFH�
DGYLVHG�RI�WKH�SRWHQWLDO�IRU�LQWHUYHQWLRQ�LQ�WKH�FDVH���7KH�0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO¶V�2IILFH�VXEVHTXHQWO\�ILOHG�LWV�PRWLRQ�WR�
LQWHUYHQH�ZKLFK�ZDV�JUDQWHG�DQG��LQ�$SULO�������ILOHG�WKHLU�&RPSODLQW�LQ�,QWHUYHQWLRQ��:H�KDYH�GHIHQGHG�WKLV�FDVH�YLJRURXVO\��7KLV�
PDWWHU�LV�LQFOXGHG�LQ�WKH�DERYH�PHQWLRQHG�DJUHHPHQW�LQ�SULQFLSOH�UHDFKHG�ZLWK�WKH�'2-¶V�&LYLO�'LYLVLRQ��DQG�RQ�EHKDOI�RI�YDULRXV�
VWDWHV¶�DWWRUQH\V�JHQHUDO�RIILFHV��WR�UHVROYH�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��
VXEMHFW�WR�UHTXLVLWH�DSSURYDOV�DQG�SUHSDUDWLRQ�DQG�H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DQG�UHODWHG�DJUHHPHQWV��

Shareholder Class Action��

,Q� 'HFHPEHU� ����� D� SXUSRUWHG� VKDUHKROGHU� FODVV� DFWLRQ� ODZVXLW� ZDV� ILOHG� LQ� 8�6�� 'LVWULFW� &RXUW� IRU� WKH� &HQWUDO� 'LVWULFW� RI�
&DOLIRUQLD�DJDLQVW�8+6�DQG�FHUWDLQ�8+6�RIILFHUV�DOOHJLQJ�YLRODWLRQV�RI� WKH�IHGHUDO�VHFXULWLHV� ODZV��7KH�FDVH�ZDV�RULJLQDOO\� ILOHG�DV�



���

+HHG�Y��8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��HW��DO���&DVH�1R�������&9�������36*�-&���7KH�FRXUW�VXEVHTXHQWO\�DSSRLQWHG�7HDPVWHUV�/RFDO�
����3HQVLRQ�)XQG�DQG�7HDPVWHUV�/RFDO�����$QQXLW\�)XQG�WR�VHUYH�DV�OHDG�SODLQWLIIV���7KH�FDVH�KDV�EHHQ�WUDQVIHUUHG�WR�WKH�8�6��'LVWULFW�
&RXUW�IRU�WKH�(DVWHUQ�'LVWULFW�RI�3HQQV\OYDQLD�DQG�WKH�VW\OH�RI�WKH�FDVH�KDV�EHHQ�FKDQJHG�WR�7HDPVWHUV�/RFDO�����3HQVLRQ�)XQG��HW��DO��
Y��8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��HW��DO���&DVH�1R�������&9�������/6���,Q�6HSWHPEHU��������7HDPVWHUV�/RFDO�����3HQVLRQ�)XQG�ILOHG�
DQ�DPHQGHG�FRPSODLQW��7KH�DPHQGHG�FODVV�DFWLRQ�FRPSODLQW�DOOHJHV�YLRODWLRQV�RI�IHGHUDO�VHFXULWLHV�ODZV�UHODWLQJ�WR�GLVFORVXUHV�PDGH�
LQ�SXEOLF�ILOLQJV�DVVRFLDWHG�ZLWK�DOOHJHG�SUDFWLFHV�DQG�RSHUDWLRQV�DW�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV���3ODLQWLIIV�VHHN�PRQHWDU\�GDPDJHV�
IRU� VKDUHKROGHUV� GXULQJ� WKH� GHILQHG� FODVV� SHULRG� DV� D� UHVXOW� RI� WKH� GHFUHDVH� LQ� VKDUH� SULFH� IROORZLQJ� YDULRXV� SXEOLF� GLVFORVXUHV� RU�
UHSRUWV��,Q�'HFHPEHU��������ZH�ILOHG�D�PRWLRQ�WR�GLVPLVV�WKH�DPHQGHG�FRPSODLQW��,Q�$XJXVW��������WKH�FRXUW�JUDQWHG�RXU�PRWLRQ�WR�
GLVPLVV�� 3ODLQWLIIV� KDYH� ILOHG� D� PRWLRQ� ZLWK� WKH� FRXUW� VHHNLQJ� OHDYH� WR� ILOH� D� VHFRQG� DPHQGHG� FRPSODLQW�� 6KRXOG� WKH� FRXUW� GHQ\�
SODLQWLIIV¶�PRWLRQ��ZH�DQWLFLSDWH�DQ�DSSHDO�RI�WKH�GLVPLVVDO�RI�WKH�FDVH��:H�GHQ\�OLDELOLW\�DQG�LQWHQG�WR�GHIHQG�RXUVHOYHV�YLJRURXVO\��$W�
WKLV�WLPH��ZH�DUH�XQFHUWDLQ�DV�WR�SRWHQWLDO�OLDELOLW\�RU�ILQDQFLDO�H[SRVXUH��LI�DQ\��ZKLFK�PD\�EH�DVVRFLDWHG�ZLWK�WKLV�PDWWHU���

Shareholder Derivative Cases���

,Q�0DUFK�������D�VKDUHKROGHU�GHULYDWLYH�VXLW�ZDV�ILOHG�E\�SODLQWLII�'DYLG�+HHG�LQ�WKH�&RXUW�RI�&RPPRQ�3OHDV�RI�3KLODGHOSKLD�
&RXQW\��$�QRWLFH�RI�UHPRYDO�WR�WKH�8QLWHG�6WDWHV�'LVWULFW�&RXUW�IRU�WKH�(DVWHUQ�'LVWULFW�RI�3HQQV\OYDQLD�ZDV�ILOHG��&DVH�1R�������FY�
������/6���3ODLQWLII�ILOHG�D�PRWLRQ�WR�UHPDQG��,Q�'HFHPEHU�������WKH�&RXUW�GHQLHG�SODLQWLII¶V�PRWLRQ�WR�UHPDQG�DQG�KDV�UHWDLQHG�WKH�
FDVH�LQ�IHGHUDO�FRXUW��,Q�0D\��-XQH�DQG�-XO\�������DGGLWLRQDO�VKDUHKROGHU�GHULYDWLYH�VXLWV�ZHUH�ILOHG�LQ�WKH�8QLWHG�6WDWHV�'LVWULFW�&RXUW�
IRU�WKH�(DVWHUQ�'LVWULFW�RI�3HQQV\OYDQLD��7KH�SODLQWLIIV�LQ�WKRVH�FDVHV�DUH��&HQWUDO�/DERUHUV¶�3HQVLRQ�)XQG��&DVH�1R�����FY�������/6���
)LUHPHQ¶V�5HWLUHPHQW�6\VWHP�RI�6W��/RXLV��&DVH�1R����²FY�������/6���:DWHUIRUG�7RZQVKLS�3ROLFH�	�)LUH�5HWLUHPHQW�6\VWHP��&DVH�
1R�����FY�������/6���DQG�$PDOJDPDWHG�%DQN�/RQJYLHZ�)XQGV��&DVH�1R�����FY�������/6���7KH�)LUHPDQ¶V�5HWLUHPHQW�6\VWHP�FDVH�
KDV� VLQFH� EHHQ� YROXQWDULO\� GLVPLVVHG�� 7KH� IHGHUDO� FRXUW� KDV� FRQVROLGDWHG� DOO� RI� WKH� FDVHV� SHQGLQJ� LQ� WKH� (DVWHUQ� 'LVWULFW� RI�
3HQQV\OYDQLD�DQG�KDV�DSSRLQWHG�FR�OHDG�SODLQWLIIV�DQG�FR�OHDG�FRXQVHO��/HDG�3ODLQWLIIV�KDYH�ILOHG�D�FRQVROLGDWHG��DPHQGHG�FRPSODLQW��
:H�KDYH�ILOHG�D�PRWLRQ�WR�GLVPLVV�WKH�DPHQGHG�FRPSODLQW���,Q�DGGLWLRQ��D�VKDUHKROGHU�GHULYDWLYH�FDVH�ZDV�ILOHG�LQ�&KDQFHU\�&RXUW�LQ�
'HODZDUH�E\�WKH�'HODZDUH�&RXQW\�(PSOR\HHV¶�5HWLUHPHQW�)XQG��&DVH�1R������������-7/���,Q�'HFHPEHU�������WKH�&KDQFHU\�&RXUW�
VWD\HG� WKLV� FDVH�SHQGLQJ� UHVROXWLRQ�RI�RWKHU� FRQWHPSRUDQHRXV�PDWWHUV��(DFK�RI� WKHVH� FDVHV�KDYH�QDPHG�FHUWDLQ� FXUUHQW� DQG� IRUPHU�
PHPEHUV�RI�WKH�%RDUG�RI�'LUHFWRUV�LQGLYLGXDOO\�DQG�FHUWDLQ�RIILFHUV�RI�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��DV�GHIHQGDQWV���8+6�KDV�DOVR�
EHHQ� QDPHG� DV� D� QRPLQDO� GHIHQGDQW� LQ� WKHVH� FDVHV�� 7KH� GHULYDWLYH� FDVHV�PDNH� VXEVWDQWLDOO\� VLPLODU� DOOHJDWLRQV� DQG� FODLPV� DV� WKH�
VKDUHKROGHU�FODVV�DFWLRQ�UHODWLQJ�WR�SUDFWLFHV�DW�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�DQG�ERDUG�DQG�FRUSRUDWH�RYHUVLJKW�RI�WKHVH�IDFLOLWLHV�DV�
ZHOO�DV�FODLPV�UHODWLQJ�WR�WKH�VWRFN�WUDGLQJ�E\�WKH�LQGLYLGXDO�GHIHQGDQWV�DQG�FRPSDQ\�UHSXUFKDVH�RI�VKDUHV�GXULQJ�WKH�UHOHYDQW�WLPH�
SHULRG��7KH�FDVHV�PDNH�FODLPV�RI�EUHDFKHV�RI�ILGXFLDU\�GXWLHV�E\�WKH�QDPHG�ERDUG�PHPEHUV�DQG�RIILFHUV��DOOHJHG�YLRODWLRQV�RI�IHGHUDO�
VHFXULWLHV� ODZV�� DQG� FRPPRQ� ODZ� FDXVHV� RI� DFWLRQ� DJDLQVW� WKH� LQGLYLGXDO� GHIHQGDQWV� LQFOXGLQJ�XQMXVW� HQULFKPHQW�� FRUSRUDWH�ZDVWH��
DEXVH�RI�FRQWURO��FRQVWUXFWLYH�IUDXG�DQG�JURVV�PLVPDQDJHPHQW��7KH�FDVHV�VHHN�PRQHWDU\�GDPDJHV�DOOHJHGO\�LQFXUUHG�E\�WKH�FRPSDQ\��
UHVWLWXWLRQ�DQG�GLVJRUJHPHQW�RI�SURILWV��EHQHILWV�DQG�RWKHU�FRPSHQVDWLRQ�IURP�WKH�LQGLYLGXDO�GHIHQGDQWV�DQG�YDULRXV�IRUPV�RI�HTXLWDEOH�
UHOLHI�UHODWLQJ�WR�FRUSRUDWH�JRYHUQDQFH�PDWWHUV��,Q�$XJXVW��������WKH�FRXUW�JUDQWHG�RXU�PRWLRQ�WR�GLVPLVV��3ODLQWLIIV�KDYH�ILOHG�D�PRWLRQ�
ZLWK�WKH�FRXUW�VHHNLQJ�OHDYH�WR�ILOH�D�VHFRQG�DPHQGHG�FRPSODLQW��6KRXOG�WKH�FRXUW�GHQ\�SODLQWLIIV¶�PRWLRQ��ZH�DQWLFLSDWH�DQ�DSSHDO�RI�
WKH�GLVPLVVDO�RI�WKH�FDVH���7KH�GHIHQGDQWV�GHQ\�OLDELOLW\�DQG�LQWHQG�WR�GHIHQG�WKHVH�FDVHV�YLJRURXVO\��$W�WKLV�WLPH��ZH�DUH�XQFHUWDLQ�DV�
WR�SRWHQWLDO�OLDELOLW\�RU�ILQDQFLDO�H[SRVXUH��LI�DQ\��ZKLFK�PD\�EH�DVVRFLDWHG�ZLWK�WKHVH�PDWWHUV��

The George Washington University v. Universal Health Services, Inc., et. al. 

,Q�'HFHPEHU�������7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\��³8QLYHUVLW\´��ILOHG�D�ODZVXLW�LQ�WKH�6XSHULRU�&RXUW�IRU�WKH�'LVWULFW�RI�
&ROXPELD�DJDLQVW�8QLYHUVDO�+HDOWK�6HUYLFHV�� ,QF��DV�ZHOO�DV�FHUWDLQ� VXEVLGLDULHV�DQG� LQGLYLGXDOV�DVVRFLDWHG�ZLWK� WKH�RZQHUVKLS�DQG�
PDQDJHPHQW�RI�7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\�+RVSLWDO��³*:�+RVSLWDO´��LQ�:DVKLQJWRQ��'�&���FDVH�1R�������&$��������%����
7KH� ODZVXLW� FODLPV� WKDW� 8+6� IDLOHG� WR� SURYLGH� VXIILFLHQW� ILQDQFLDO� FRPSHQVDWLRQ� WR� WKH� 8QLYHUVLW\� XQGHU� WKH� WHUPV� RI� YDULRXV�
DJUHHPHQWV� HQWHUHG� LQWR� LQ� ����� EHWZHHQ� WKH�8QLYHUVLW\� DQG�8+6� IRU� WKH� MRLQW� YHQWXUH� RZQHUVKLS� RI�*:�+RVSLWDO�� � 7KH� ODZVXLW�
LQFOXGHV�FODLPV�IRU�EUHDFK�RI�FRQWUDFW��EUHDFK�RI�ILGXFLDU\�GXW\��DQG�XQMXVW�HQULFKPHQW���:H�GHQ\�OLDELOLW\�DQG�LQWHQG�WR�GHIHQG�WKLV�
PDWWHU�YLJRURXVO\��$W�WKLV�WLPH��ZH�DUH�XQFHUWDLQ�DV�WR�SRWHQWLDO�OLDELOLW\�RU�ILQDQFLDO�H[SRVXUH��LI�DQ\��ZKLFK�PD\�EH�DVVRFLDWHG�ZLWK�
WKLV�PDWWHU��

Disproportionate Share Hospital Payment Matter:  

,Q�ODWH�6HSWHPEHU��������PDQ\�KRVSLWDOV�LQ�3HQQV\OYDQLD��LQFOXGLQJ�FHUWDLQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�KRVSLWDOV�ORFDWHG�LQ�WKH�
VWDWH��UHFHLYHG�OHWWHUV�IURP�WKH�3HQQV\OYDQLD�'HSDUWPHQW�RI�+XPDQ�6HUYLFHV��WKH�³'HSDUWPHQW´��GHPDQGLQJ�UHSD\PHQW�RI�DOOHJHGO\�
H[FHVV�0HGLFDLG�'LVSURSRUWLRQDWH�6KDUH�+RVSLWDO�SD\PHQWV��³'6+´���SULPDULO\�FRQVLVWLQJ�RI�PDQDJHG�FDUH�SD\PHQWV�FKDUDFWHUL]HG�DV�
'6+�SD\PHQWV�� IRU� WKH� IHGHUDO� ILVFDO�\HDU� �³))<´�������DPRXQWLQJ� WR�DSSUR[LPDWHO\����PLOOLRQ� LQ� WKH�DJJUHJDWH��6LQFH� WKDW� WLPH��
FHUWDLQ� RI� RXU� EHKDYLRUDO� KHDOWK� FDUH� KRVSLWDOV� LQ� 3HQQV\OYDQLD� KDYH� UHFHLYHG� VLPLODU� UHTXHVWV� IRU� UHSD\PHQW� IRU� DOOHJHG� '6+�
RYHUSD\PHQWV�IRU�))<V������WKURXJK�������)RU�))<�������WKH�FODLPHG�RYHUSD\PHQW�DPRXQWV�WR�DSSUR[LPDWHO\����PLOOLRQ��)RU�))<�
������WKH�FODLPHG�RYHUSD\PHQWV�ZHUH�LQLWLDOO\�DSSUR[LPDWHO\����PLOOLRQ�EXW�KDYH�VLQFH�EHHQ�UHGXFHG�WR�DSSUR[LPDWHO\����PLOOLRQ�GXH�
WR� D� FKDQJH� LQ� WKH� 'HSDUWPHQW¶V� FDOFXODWLRQV� RI� WKH� KRVSLWDO� VSHFLILF� '6+� XSSHU� SD\PHQW� OLPLW�� )RU� ))<� ������ WKH� FODLPHG�
RYHUSD\PHQWV�ZHUH�DSSUR[LPDWHO\����PLOOLRQ�DQG�IRU�))<�������WKH�FODLPHG�RYHUSD\PHQWV�ZHUH�DSSUR[LPDWHO\����PLOOLRQ��:H�ILOHG�
DGPLQLVWUDWLYH� DSSHDOV� IRU� DOO� RI� RXU� IDFLOLWLHV� FRQWHVWLQJ� WKH� UHFRXSPHQW� HIIRUWV� IRU� ))<V� ����� WKURXJK� ����� DV� ZH� EHOLHYH� WKH�
'HSDUWPHQW¶V� FDOFXODWLRQ� PHWKRGRORJ\� LV� LQDFFXUDWH� DQG� FRQIOLFWV� ZLWK� DSSOLFDEOH� IHGHUDO� DQG� VWDWH� ODZV� DQG� UHJXODWLRQV�� 7KH�



���

'HSDUWPHQW�KDV�DJUHHG�WR�SRVWSRQH�WKH�UHFRXSPHQW�RI�WKH�VWDWH¶V�VKDUH�RI�WKH�'6+�SD\PHQWV�XQWLO�DOO�KRVSLWDO�DSSHDOV�DUH�UHVROYHG�EXW�
VWDUWHG�UHFRXSPHQW�RI�WKH�IHGHUDO�VKDUH��:H�XQGHUVWDQG�WKDW�VWDUWLQJ�LQ�))<�������WKH�ILUVW�IXOO�ILVFDO�\HDU�DIWHU�WKH�-DQXDU\���������
HIIHFWLYH�GDWH�RI�0HGLFDLG�H[SDQVLRQ�LQ�3HQQV\OYDQLD��WKH�'HSDUWPHQW�ZLOO�QR�ORQJHU�FKDUDFWHUL]H�PDQDJHG�FDUH�SD\PHQWV�UHFHLYHG�E\�
WKH�KRVSLWDOV�DV�'6+�SD\PHQWV��:H�FDQ�SURYLGH�QR�DVVXUDQFH� WKDW�ZH�ZLOO�XOWLPDWHO\�EH�VXFFHVVIXO� LQ�RXU� OHJDO�DQG�DGPLQLVWUDWLYH�
DSSHDOV� UHODWHG� WR� WKH� 'HSDUWPHQW¶V� UHSD\PHQW� GHPDQGV�� � ,I� RXU� OHJDO� DQG� DGPLQLVWUDWLYH� DSSHDOV� DUH� XQVXFFHVVIXO�� RXU� IXWXUH�
FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ�FRXOG�EH�DGYHUVHO\�LPSDFWHG�E\�WKHVH�UHSD\PHQWV�����������

Other Matters: 

9DULRXV�RWKHU�VXLWV��FODLPV�DQG�LQYHVWLJDWLRQV��LQFOXGLQJ�JRYHUQPHQW�VXESRHQDV��DULVLQJ�DJDLQVW��RU�LVVXHG�WR��XV�DUH�SHQGLQJ�DQG�
DGGLWLRQDO�VXFK�PDWWHUV�PD\�DULVH�LQ�WKH�IXWXUH��0DQDJHPHQW�ZLOO�FRQVLGHU�DGGLWLRQDO�GLVFORVXUH�IURP�WLPH�WR�WLPH�WR�WKH�H[WHQW�LW�
EHOLHYHV�VXFK�PDWWHUV�PD\�EH�RU�EHFRPH�PDWHULDO��7KH�RXWFRPH�RI�DQ\�FXUUHQW�RU�IXWXUH�OLWLJDWLRQ�RU�JRYHUQPHQWDO�RU�LQWHUQDO�
LQYHVWLJDWLRQV��LQFOXGLQJ�WKH�PDWWHUV�GHVFULEHG�DERYH��FDQQRW�EH�DFFXUDWHO\�SUHGLFWHG��QRU�FDQ�ZH�SUHGLFW�DQ\�UHVXOWLQJ�SHQDOWLHV��ILQHV�
RU�RWKHU�VDQFWLRQV�WKDW�PD\�EH�LPSRVHG�DW�WKH�GLVFUHWLRQ�RI�IHGHUDO�RU�VWDWH�UHJXODWRU\�DXWKRULWLHV��:H�UHFRUG�DFFUXDOV�IRU�VXFK�
FRQWLQJHQFLHV�WR�WKH�H[WHQW�WKDW�ZH�FRQFOXGH�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�DQG�WKH�DPRXQW�RI�WKH�ORVV�FDQ�EH�
UHDVRQDEO\�HVWLPDWHG��1R�HVWLPDWH�RI�WKH�SRVVLEOH�ORVV�RU�UDQJH�RI�ORVV�LQ�H[FHVV�RI�DPRXQWV�DFFUXHG��LI�DQ\��FDQ�EH�PDGH�DW�WKLV�WLPH�
UHJDUGLQJ�WKH�PDWWHUV�GHVFULEHG�DERYH�RU�WKDW�DUH�RWKHUZLVH�SHQGLQJ�EHFDXVH�WKH�LQKHUHQWO\�XQSUHGLFWDEOH�QDWXUH�RI�OHJDO�SURFHHGLQJV�
PD\�EH�H[DFHUEDWHG�E\�YDULRXV�IDFWRUV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR���L��WKH�GDPDJHV�VRXJKW�LQ�WKH�SURFHHGLQJV�DUH�XQVXEVWDQWLDWHG�RU�
LQGHWHUPLQDWH���LL��GLVFRYHU\�LV�QRW�FRPSOHWH���LLL��WKH�PDWWHU��LV�LQ�LWV�HDUO\�VWDJHV���LY��WKH�PDWWHUV�SUHVHQW�OHJDO�XQFHUWDLQWLHV���Y��WKHUH�
DUH�VLJQLILFDQW�IDFWV�LQ�GLVSXWH���YL��WKHUH�DUH�D�ODUJH�QXPEHU�RI�SDUWLHV��RU���YLL��WKHUH�LV�D�ZLGH�UDQJH�RI�SRWHQWLDO�RXWFRPHV��,W�LV�
SRVVLEOH�WKDW�WKH�RXWFRPH�RI�WKHVH�PDWWHUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��ILQDQFLDO�SRVLWLRQ��
FDVK�IORZV�DQG��SRWHQWLDOO\��RXU�UHSXWDWLRQ��

,7(0���� Mine Safety Disclosures 

1RW�DSSOLFDEOH��



���

3$57�,,�

,7(0���� 0DUNHW�IRU�5HJLVWUDQW¶V�&RPPRQ�(TXLW\��5HODWHG�6WRFNKROGHU�0DWWHUV�DQG�,VVXHU�3XUFKDVHV�RI�(TXLW\�6HFXULWLHV�

2XU�&ODVV�%�&RPPRQ�6WRFN�LV�WUDGHG�RQ�WKH�1HZ�<RUN�6WRFN�([FKDQJH�XQGHU�WKH�V\PERO�8+6��6KDUHV�RI�RXU�&ODVV�$��&ODVV�&�
DQG�&ODVV�'�&RPPRQ�6WRFN�DUH�QRW�WUDGHG�LQ�DQ\�SXEOLF�PDUNHW��EXW�DUH�HDFK�FRQYHUWLEOH�LQWR�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�RQ�
D�VKDUH�IRU�VKDUH�EDVLV��
�

7KH�QXPEHU�RI�VWRFNKROGHUV�RI�UHFRUG�DV�RI�-DQXDU\�����������ZHUH�DV�IROORZV���
&ODVV�$�&RPPRQ� � � �����
&ODVV�%�&RPPRQ� � � ������
&ODVV�&�&RPPRQ� � � ����
&ODVV�'�&RPPRQ� � � �����

�

Stock Repurchase Programs 

,Q�-XO\��������RXU�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�D������ELOOLRQ�LQFUHDVH�WR�RXU�VWRFN�UHSXUFKDVH�SURJUDP��ZKLFK�LQFUHDVHG�WKH�
DJJUHJDWH�DXWKRUL]DWLRQ�WR������ELOOLRQ�IURP�WKH�SUHYLRXV������ELOOLRQ�DXWKRUL]DWLRQ�DSSURYHG�LQ�YDULRXV�LQFUHPHQWV�VLQFH�������
3XUVXDQW�WR�WKLV�SURJUDP��ZKLFK�KDG�DQ�DJJUHJDWH�DYDLODEOH�UHSXUFKDVH�DXWKRUL]DWLRQ�RI��������PLOOLRQ�DV�RI�'HFHPEHU�����������
VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�PD\�EH�UHSXUFKDVHG��IURP�WLPH�WR�WLPH�DV�FRQGLWLRQV�DOORZ��RQ�WKH�RSHQ�PDUNHW�RU�LQ�QHJRWLDWHG�
SULYDWH�WUDQVDFWLRQV���7KHUH�LV�QR�H[SLUDWLRQ�GDWH�IRU�RXU�VWRFN�UHSXUFKDVH�SURJUDPV��

��

$V�UHIOHFWHG�EHORZ��GXULQJ�WKH�WKUHH�PRQWK�SHULRG�HQGHG�'HFHPEHU�����������ZH�KDYH�UHSXUFKDVHG�DSSUR[LPDWHO\�����PLOOLRQ�
VKDUHV�DW�DQ�DJJUHJDWH�FRVW�RI�DSSUR[LPDWHO\��������PLOOLRQ��DSSUR[LPDWHO\������SHU�VKDUH��SXUVXDQW�WR�WKH�WHUPV�RI�RXU�VWRFN�
UHSXUFKDVH�SURJUDP���,Q�DGGLWLRQ��������VKDUHV�ZHUH�UHSXUFKDVHG�LQ�FRQQHFWLRQ�ZLWK�LQFRPH�WD[�ZLWKKROGLQJ�REOLJDWLRQV�UHVXOWLQJ�IURP�
WKH�H[HUFLVH�RI�VWRFN�RSWLRQV�DQG�WKH�YHVWLQJ�RI�UHVWULFWHG�VWRFN�JUDQWV��

'XULQJ�WKH�SHULRG�RI�2FWREHU���������WKURXJK�'HFHPEHU�����������ZH�UHSXUFKDVHG�WKH�IROORZLQJ�VKDUHV��
�

�� ��

$GGLWLRQDO�
'ROODUV�

$XWKRUL]HG�
)RU�

5HSXUFKDVH�
�LQ�

WKRXVDQGV���� ��
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$YHUDJH�
SULFH�SDLG�
SHU�VKDUH�
IRU�VKDUHV�
SXUFKDVHG�
DV�SDUW�RI�
SXEOLFO\�
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2FWREHU������� ���� ²������� ����������� � ������ �� ����� � � �������� �� ������������� ������� �� ��������
1RYHPEHU������� ���� ²������� ����������� � ���� �� ����� � � �������� �� ������������� ������� �� ��������
'HFHPEHU������� ���� ²������� ����������� � ������ �� ����� � � �������� �� ������������� ������� �� ��������
7RWDO�2FWREHU�WKURXJK�
���'HFHPEHU� ���� ��������������������� � ������ �� ����� � � ���������� �� ������������� �������� � � �

Dividends 

:H�KDYH�D�KLVWRU\�RI�SD\LQJ�TXDUWHUO\�FDVK�GLYLGHQGV�WR�RXU�VKDUHKROGHUV�DQG�LW�LV�RXU�LQWHQWLRQ�DW�WKLV�WLPH�WR�SD\�FRPSDUDEOH�
GLYLGHQGV�LQ�WKH�IXWXUH��2XU�&UHGLW�$JUHHPHQW�FRQWDLQV�FRYHQDQWV�WKDW�LQFOXGH�OLPLWDWLRQV�RQ��DPRQJ�RWKHU�WKLQJV��GLYLGHQGV�DQG�VWRFN�
UHSXUFKDVHV��VHH�EHORZ�LQ�Capital Resources-Credit Facilities and Outstanding Debt Securities���

Equity Compensation 

5HIHU�WR�,WHP�����6HFXULW\�2ZQHUVKLS�RI�&HUWDLQ�%HQHILFLDO�2ZQHUV�DQG�0DQDJHPHQW�DQG�5HODWHG�6WRFNKROGHU�0DWWHUV��RI�WKLV�
UHSRUW�IRU�LQIRUPDWLRQ�UHJDUGLQJ�VHFXULWLHV�DXWKRUL]HG�IRU�LVVXDQFH�XQGHU�RXU�HTXLW\�FRPSHQVDWLRQ�SODQV��

Stock Price Performance Graph 

7KH�IROORZLQJ�JUDSK�FRPSDUHV�WKH�FXPXODWLYH�WRWDO�VWRFNKROGHU�UHWXUQ�RQ�RXU�FRPPRQ�VWRFN�ZLWK�WKH�FXPXODWLYH�WRWDO�UHWXUQ�RQ�
WKH�VWRFN�LQFOXGHG�LQ�WKH�6WDQGDUG�	�3RRU¶V�����,QGH[�DQG�D�3HHU�*URXS�,QGH[�GXULQJ�WKH�ILYH�\HDU�SHULRG�HQGHG�'HFHPEHU�����������



���

7KH�JUDSK�DVVXPHV�DQ�LQYHVWPHQW�RI������PDGH�LQ�RXU�FRPPRQ�VWRFN�DQG�HDFK�,QGH[�DV�RI�-DQXDU\���������DQG�KDV�EHHQ�ZHLJKWHG�
EDVHG�RQ�PDUNHW�FDSLWDOL]DWLRQ��1RWH�WKDW�RXU�FRPPRQ�VWRFN�SULFH�SHUIRUPDQFH�VKRZQ�EHORZ�VKRXOG�QRW�EH�YLHZHG�DV�EHLQJ�LQGLFDWLYH�
RI�IXWXUH�SHUIRUPDQFH��

&RPSDQLHV�LQ�WKH�SHHU�JURXS��ZKLFK�FRQVLVW�RI�FRPSDQLHV�LQ�WKH�6	3�����,QGH[�RU�6	3�0LG&DS�����,QGH[�DUH�DV�IROORZV��
$FDGLD�+HDOWKFDUH�&RPSDQ\��,QF���&RPPXQLW\�+HDOWK�6\VWHPV��,QF���+&$�+HDOWKFDUH��,QF���/LIH3RLQW�+HDOWK��,QF���LQFOXGHG�XQWLO�
1RYHPEHU��������ZKHQ�LW�ZDV�DFTXLUHG�E\�$SROOR�0DQDJHPHQW��DQG�7HQHW�+HDOWKFDUH�&RUSRUDWLRQ��

�

�
�



���

�

�

�
&RPSDQ\�1DPH���,QGH[� �� �����%DVH� � � ����� � � ����� � � ����� �� �� ����� � � ����� �
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF�� ���� ������� � � ������� � � ������ � � ������������� ������� � � �������
6	3�����,QGH[� ���� ������� � � ������� � � ������� � � ������������� ������� � � �������
3HHU�*URXS� ���� ������� � � ������ � � ������ � � ������������ ������� � � ������ ��
� �



���

,7(0���� 6HOHFWHG�)LQDQFLDO�'DWD�

7KH�IROORZLQJ�WDEOH�FRQWDLQV�RXU�VHOHFWHG�ILQDQFLDO�GDWD�IRU��RU�DV�RI�WKH�HQG�RI��HDFK�RI�WKH�ILYH�\HDUV�HQGHG�'HFHPEHU�����������
<RX�VKRXOG�UHDG�WKLV�WDEOH�LQ�FRQMXQFWLRQ�ZLWK�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�UHODWHG�QRWHV�LQFOXGHG�HOVHZKHUH�LQ�WKLV�UHSRUW�
DQG�LQ�3DUW�,,��Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations.�
�

�� <HDU�(QGHG�'HFHPEHU����� ��
�� ����� �� ����� �� ����� �� � ����� �� ����� ��

6XPPDU\�RI�2SHUDWLRQV��LQ�WKRXVDQGV�� �� �� �� �� �� �� �� �� �� ��� �� �� ��� �� ��

1HW�UHYHQXHV� ������������� ������������� �������������� ��� ����������� ������������
,QFRPH�EHIRUH�LQFRPH�WD[HV� � ����������� � ����������� � ������������ ��� ����������� ������������
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6� � ��������� � ��������� � ���������� ��� ��������� � ���������
1HW�PDUJLQ� � ���� � ���� � ��������� ���� � ����
5HWXUQ�RQ�DYHUDJH�HTXLW\� � ����� � ����� � ���������� ����� � �����

)LQDQFLDO�'DWD��LQ�WKRXVDQGV�� �� �� �� �� �� �� �� �� �� ��� �� �� �� �� ��

&DVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� � ����������� � ����������� � ������������ ��� ����������� ������������
&DSLWDO�H[SHQGLWXUHV��QHW����� � ��������� � ��������� � ���������� ��� ��������� � ���������
7RWDO�DVVHWV� ������������� ������������� �������������� ��������������� ������������
&XUUHQW�PDWXULWLHV�RI�ORQJ�WHUP�GHEW� � �������� � �������� � ���������� ��� ��������� � ��������
/RQJ�WHUP�GHEW� � ����������� � ����������� � ������������ ��� ����������� ������������
8+6¶V�FRPPRQ�VWRFNKROGHUV¶�HTXLW\� � ����������� � ����������� � ������������ ��� ����������� ������������
3HUFHQWDJH�RI�WRWDO�GHEW�WR�WRWDO�FDSLWDOL]DWLRQ� � ��� � ��� � �������� ��� � ���

2SHUDWLQJ�'DWD²$FXWH�&DUH�+RVSLWDOV����� �� �� �� �� �� �� �� �� �� ��� �� �� �� �� ��

$YHUDJH�OLFHQVHG�EHGV� � ������� � ������� � �������� ��� ������� � �������
$YHUDJH�DYDLODEOH�EHGV� � ������� � ������� � �������� ��� ������� � �������
,QSDWLHQW�DGPLVVLRQV� � ��������� � ��������� � ���������� ��� ��������� � ���������
$YHUDJH�OHQJWK�RI�SDWLHQW�VWD\� � ����� � ����� � ������ ��� ����� � �����
3DWLHQW�GD\V� � ����������� � ����������� � ������������ ��� ����������� � �����������
2FFXSDQF\�UDWH�IRU�OLFHQVHG�EHGV� � ��� � ��� � �������� ��� � ���
2FFXSDQF\�UDWH�IRU�DYDLODEOH�EHGV� � ��� � ��� � �������� ��� � ���

2SHUDWLQJ�'DWD²%HKDYLRUDO�+HDOWK�)DFLOLWLHV����� �� �� �� �� �� �� �� �� �� ��� �� �� �� �� ��

$YHUDJH�OLFHQVHG�EHGV� � �������� � �������� � ��������� ��� �������� � ��������
$YHUDJH�DYDLODEOH�EHGV� � �������� � �������� � ��������� ��� �������� � ��������
,QSDWLHQW�DGPLVVLRQV� � ��������� � ��������� � ���������� ��� ��������� � ���������
$YHUDJH�OHQJWK�RI�SDWLHQW�VWD\� � ������ � ������ � ������� ��� ������ � ������
3DWLHQW�GD\V� � ����������� � ����������� � ������������ ��� ����������� � �����������
2FFXSDQF\�UDWH�IRU�OLFHQVHG�EHGV� � ��� � ��� � �������� ��� � ���
2FFXSDQF\�UDWH�IRU�DYDLODEOH�EHGV� � ��� � ��� � �������� ��� � ���

3HU�6KDUH�'DWD� �� �� �� �� �� �� �� �� �� ��� �� �� �� �� ��

1HW�LQFRPH�DWWULEXWDEOH�WR�8+6²EDVLF� � ������ � ������ � ������� ��� ������ � ������
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6²GLOXWHG� � ������ � ������ � ������� ��� ������ � ������
'LYLGHQGV�GHFODUHG� � ������ � ������ � ������� ��� ������ � ������

2WKHU�,QIRUPDWLRQ��LQ�WKRXVDQGV�� �� �� �� �� �� �� �� �� �� ��� �� �� �� �� ��

:HLJKWHG�DYHUDJH�QXPEHU�RI�VKDUHV�
���RXWVWDQGLQJ²EDVLF� � �������� � �������� � ��������� ��� �������� � ��������
:HLJKWHG�DYHUDJH�QXPEHU�RI�VKDUHV�DQG�VKDUH�
���HTXLYDOHQWV�RXWVWDQGLQJ²GLOXWHG� � �������� � �������� � ��������� ��� �������� � ���������

�
���� $PRXQWV�H[FOXGH�QRQ�FDVK�FDSLWDO�OHDVH�REOLJDWLRQV��LI�DQ\��
���� ([FOXGHV�VWDWLVWLFDO�LQIRUPDWLRQ�UHODWHG�WR�GLYHVWHG�IDFLOLWLHV��



���

,7(0���� 0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV�

Overview 

2XU�SULQFLSDO�EXVLQHVV�LV�RZQLQJ�DQG�RSHUDWLQJ��WKURXJK�RXU�VXEVLGLDULHV��DFXWH�FDUH�KRVSLWDOV�DQG�RXWSDWLHQW�IDFLOLWLHV�DQG�
EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV����

$V�RI�)HEUXDU\�����������ZH�RZQHG�DQG�RU�RSHUDWHG�����LQSDWLHQW�IDFLOLWLHV�DQG����RXWSDWLHQW�DQG�RWKHU�IDFLOLWLHV�LQFOXGLQJ�WKH�
IROORZLQJ�ORFDWHG�LQ����VWDWHV��:DVKLQJWRQ��'�&���WKH�8QLWHG�.LQJGRP�DQG�3XHUWR�5LFR��

Acute care facilities located in the U.S.: 

x� ���LQSDWLHQW�DFXWH�FDUH�KRVSLWDOV��
x� ���IUHH�VWDQGLQJ�HPHUJHQF\�GHSDUWPHQWV��DQG��
x� ��RXWSDWLHQW�FHQWHUV�	���VXUJLFDO�KRVSLWDO��

Behavioral health care facilities (328 inpatient facilities and 21 outpatient facilities):  

Located in the U.S.: 

x� ����LQSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��DQG��
x� ���RXWSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV���

Located in the U.K.: 

x ����LQSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��DQG��
x� ��RXWSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��

Located in Puerto Rico: 

x� ��LQSDWLHQW�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��

$V�D�SHUFHQWDJH�RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV��QHW�UHYHQXHV�IURP�RXU�DFXWH�FDUH�KRVSLWDOV��RXWSDWLHQW�IDFLOLWLHV�DQG�
FRPPHUFLDO�KHDOWK�LQVXUHU�DFFRXQWHG�IRU�����GXULQJ������DQG�����GXULQJ�HDFK�RI������DQG�������1HW�UHYHQXHV�IURP�RXU�EHKDYLRUDO�
KHDOWK�FDUH�IDFLOLWLHV�DQG�FRPPHUFLDO�KHDOWK�LQVXUHU�DFFRXQWHG�IRU�����RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�GXULQJ������DQG�����GXULQJ�
HDFK�RI������DQG�����������

�
2XU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.��JHQHUDWHG�QHW�UHYHQXHV�RI�DSSUR[LPDWHO\������PLOOLRQ�LQ������������

PLOOLRQ�LQ������DQG������PLOOLRQ�LQ��������7RWDO�DVVHWV�DW�RXU�8�.��EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ZHUH�DSSUR[LPDWHO\��������ELOOLRQ�
DV�RI�'HFHPEHU������������������ELOOLRQ�DV�RI�'HFHPEHU����������DQG��������ELOOLRQ�DV�RI�'HFHPEHU�������������

6HUYLFHV�SURYLGHG�E\�RXU�KRVSLWDOV�LQFOXGH�JHQHUDO�DQG�VSHFLDOW\�VXUJHU\��LQWHUQDO�PHGLFLQH��REVWHWULFV��HPHUJHQF\�URRP�FDUH��
UDGLRORJ\��RQFRORJ\��GLDJQRVWLF�FDUH��FRURQDU\�FDUH��SHGLDWULF�VHUYLFHV��SKDUPDF\�VHUYLFHV�DQG�RU�EHKDYLRUDO�KHDOWK�VHUYLFHV��:H�
SURYLGH�FDSLWDO�UHVRXUFHV�DV�ZHOO�DV�D�YDULHW\�RI�PDQDJHPHQW�VHUYLFHV�WR�RXU�IDFLOLWLHV��LQFOXGLQJ�FHQWUDO�SXUFKDVLQJ��LQIRUPDWLRQ�
VHUYLFHV��ILQDQFH�DQG�FRQWURO�V\VWHPV��IDFLOLWLHV�SODQQLQJ��SK\VLFLDQ�UHFUXLWPHQW�VHUYLFHV��DGPLQLVWUDWLYH�SHUVRQQHO�PDQDJHPHQW��
PDUNHWLQJ�DQG�SXEOLF�UHODWLRQV��

Forward-Looking Statements and Risk Factors 

<RX�VKRXOG�FDUHIXOO\�UHYLHZ�WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKLV�$QQXDO�5HSRUW��DQG�VKRXOG�SDUWLFXODUO\�FRQVLGHU�DQ\�ULVN�
IDFWRUV�WKDW�ZH�VHW�IRUWK�LQ�WKLV�$QQXDO�5HSRUW�DQG�LQ�RWKHU�UHSRUWV�RU�GRFXPHQWV�WKDW�ZH�ILOH�IURP�WLPH�WR�WLPH�ZLWK�WKH�6HFXULWLHV�DQG�
([FKDQJH�&RPPLVVLRQ��WKH�³6(&´���,Q�WKLV�$QQXDO�5HSRUW��ZH�VWDWH�RXU�EHOLHIV�RI�IXWXUH�HYHQWV�DQG�RI�RXU�IXWXUH�ILQDQFLDO�
SHUIRUPDQFH��7KLV�$QQXDO�5HSRUW�FRQWDLQV�³IRUZDUG�ORRNLQJ�VWDWHPHQWV´�WKDW�UHIOHFW�RXU�FXUUHQW�HVWLPDWHV��H[SHFWDWLRQV�DQG�
SURMHFWLRQV�DERXW�RXU�IXWXUH�UHVXOWV��SHUIRUPDQFH��SURVSHFWV�DQG�RSSRUWXQLWLHV��)RUZDUG�ORRNLQJ�VWDWHPHQWV�LQFOXGH��DPRQJ�RWKHU�
WKLQJV��WKH�LQIRUPDWLRQ�FRQFHUQLQJ�RXU�SRVVLEOH�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��EXVLQHVV�DQG�JURZWK�VWUDWHJLHV��ILQDQFLQJ�SODQV��
H[SHFWDWLRQV�WKDW�UHJXODWRU\�GHYHORSPHQWV�RU�RWKHU�PDWWHUV�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�RU�ILQDQFLDO�
FRQGLWLRQ��RXU�FRPSHWLWLYH�SRVLWLRQ�DQG�WKH�HIIHFWV�RI�FRPSHWLWLRQ��WKH�SURMHFWHG�JURZWK�RI�WKH�LQGXVWU\�LQ�ZKLFK�ZH�RSHUDWH��DQG�WKH�
EHQHILWV�DQG�V\QHUJLHV�WR�EH�REWDLQHG�IURP�RXU�FRPSOHWHG�DQG�DQ\�IXWXUH�DFTXLVLWLRQV��DQG�VWDWHPHQWV�RI�RXU�JRDOV�DQG�REMHFWLYHV��DQG�
RWKHU�VLPLODU�H[SUHVVLRQV�FRQFHUQLQJ�PDWWHUV�WKDW�DUH�QRW�KLVWRULFDO�IDFWV��:RUGV�VXFK�DV�³PD\�´�³ZLOO�´�³VKRXOG�´�³FRXOG�´�³ZRXOG�´�
³SUHGLFWV�´�³SRWHQWLDO�´�³FRQWLQXH�´�³H[SHFWV�´�³DQWLFLSDWHV�´�³IXWXUH�´�³LQWHQGV�´�³SODQV�´�³EHOLHYHV�´�³HVWLPDWHV�´�³DSSHDUV�´�
³SURMHFWV´�DQG�VLPLODU�H[SUHVVLRQV��DV�ZHOO�DV�VWDWHPHQWV�LQ�IXWXUH�WHQVH��LGHQWLI\�IRUZDUG�ORRNLQJ�VWDWHPHQWV���,Q�HYDOXDWLQJ�WKRVH�
VWDWHPHQWV��\RX�VKRXOG�VSHFLILFDOO\�FRQVLGHU�YDULRXV�IDFWRUV��LQFOXGLQJ�WKH�ULVNV�UHODWHG�WR�KHDOWKFDUH�LQGXVWU\�WUHQGV�DQG�WKRVH�VHW�IRUWK�
KHUHLQ�LQ�Item 1A. Risk Factors���7KRVH�IDFWRUV�PD\�FDXVH�RXU�DFWXDO�UHVXOWV�WR�GLIIHU�PDWHULDOO\�IURP�DQ\�RI�RXU�IRUZDUG�ORRNLQJ�
VWDWHPHQWV��



���

)RUZDUG�ORRNLQJ�VWDWHPHQWV�VKRXOG�QRW�EH�UHDG�DV�D�JXDUDQWHH�RI�IXWXUH�SHUIRUPDQFH�RU�UHVXOWV��DQG�ZLOO�QRW�QHFHVVDULO\�EH�
DFFXUDWH�LQGLFDWLRQV�RI�WKH�WLPHV�DW��RU�E\�ZKLFK��VXFK�SHUIRUPDQFH�RU�UHVXOWV�ZLOO�EH�DFKLHYHG��)RUZDUG�ORRNLQJ�LQIRUPDWLRQ�LV�EDVHG�
RQ�LQIRUPDWLRQ�DYDLODEOH�DW�WKH�WLPH�DQG�RU�RXU�JRRG�IDLWK�EHOLHI�ZLWK�UHVSHFW�WR�IXWXUH�HYHQWV��DQG�LV�VXEMHFW�WR�ULVNV�DQG�XQFHUWDLQWLHV�
WKDW�FRXOG�FDXVH�DFWXDO�SHUIRUPDQFH�RU�UHVXOWV�WR�GLIIHU�PDWHULDOO\�IURP�WKRVH�H[SUHVVHG�LQ�WKH�VWDWHPHQWV��6XFK�IDFWRUV�LQFOXGH��DPRQJ�
RWKHU�WKLQJV��WKH�IROORZLQJ��

x� RXU�DELOLW\�WR�FRPSO\�ZLWK�WKH�H[LVWLQJ�ODZV�DQG�JRYHUQPHQW�UHJXODWLRQV��DQG�RU�FKDQJHV�LQ�ODZV�DQG�JRYHUQPHQW�
UHJXODWLRQV��

x� DQ�LQFUHDVLQJ�QXPEHU�RI�OHJLVODWLYH�LQLWLDWLYHV�KDYH�EHHQ�SDVVHG�LQWR�ODZ�WKDW�PD\�UHVXOW�LQ�PDMRU�FKDQJHV�LQ�WKH�KHDOWK�
FDUH�GHOLYHU\�V\VWHP�RQ�D�QDWLRQDO�RU�VWDWH�OHYHO��/HJLVODWLRQ�KDV�DOUHDG\�EHHQ�HQDFWHG�WKDW�KDV�HOLPLQDWHG�WKH�SHQDOW\�IRU�
IDLOLQJ�WR�PDLQWDLQ�KHDOWK�FRYHUDJH�WKDW�ZDV�SDUW�RI�WKH�RULJLQDO�3DWLHQW�3URWHFWLRQ�DQG�$IIRUGDEOH�&DUH�$FW��WKH�
³/HJLVODWLRQ´���3UHVLGHQW�7UXPS�KDV�DOUHDG\�WDNHQ�H[HFXWLYH�DFWLRQV���L��UHTXLULQJ�DOO�IHGHUDO�DJHQFLHV�ZLWK�DXWKRULWLHV�DQG�
UHVSRQVLELOLWLHV�XQGHU�WKH�/HJLVODWLRQ�WR�³H[HUFLVH�DOO�DXWKRULW\�DQG�GLVFUHWLRQ�DYDLODEOH�WR�WKHP�WR�ZDLYHU��GHIHU��JUDQW�
H[HPSWLRQV�IURP��RU�GHOD\´�SDUWV�RI�WKH�/HJLVODWLRQ�WKDW�SODFH�³XQZDUUDQWHG�HFRQRPLF�DQG�UHJXODWRU\�EXUGHQV´�RQ�VWDWHV��
LQGLYLGXDOV�RU�KHDOWK�FDUH�SURYLGHUV���LL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�LQ�-XQH�������E\�WKH�'HSDUWPHQW�RI�/DERU�WR�HQDEOH�WKH�
IRUPDWLRQ�RI�DVVRFLDWLRQ�KHDOWK�SODQV�WKDW�ZRXOG�EH�H[HPSW�IURP�FHUWDLQ�/HJLVODWLRQ�UHTXLUHPHQWV�VXFK�DV�WKH�SURYLVLRQ�RI�
HVVHQWLDO�KHDOWK�EHQHILWV���LLL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�LQ�$XJXVW�������E\�WKH�'HSDUWPHQW�RI�/DERU��7UHDVXU\��DQG�
+HDOWK�DQG�+XPDQ�6HUYLFHV�WR�H[SDQG�WKH�DYDLODELOLW\�RI�VKRUW�WHUP��OLPLWHG�GXUDWLRQ�KHDOWK�LQVXUDQFH���LY��HOLPLQDWLQJ�
FRVW�VKDULQJ�UHGXFWLRQ�SD\PHQWV�WR�LQVXUHUV�WKDW�ZRXOG�RWKHUZLVH�RIIVHW�GHGXFWLEOHV�DQG�RWKHU�RXW�RI�SRFNHW�H[SHQVHV�IRU�
KHDOWK�SODQ�HQUROOHHV�DW�RU�EHORZ�����SHUFHQW�RI�WKH�IHGHUDO�SRYHUW\�OHYHO���Y��UHOD[LQJ�UHTXLUHPHQWV�IRU�VWDWH�LQQRYDWLRQ�
ZDLYHUV�WKDW�FRXOG�UHGXFH�HQUROOPHQW�LQ�WKH�LQGLYLGXDO�DQG�VPDOO�JURXS�PDUNHWV�DQG�OHDG�WR�DGGLWLRQDO�HQUROOPHQW�LQ�VKRUW�
WHUP��OLPLWHG�GXUDWLRQ�LQVXUDQFH�DQG�DVVRFLDWLRQ�KHDOWK�SODQV���YL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�LQ�-XQH�������E\�WKH�
'HSDUWPHQWV�RI�/DERU��7UHDVXU\��DQG�+HDOWK�DQG�+XPDQ�6HUYLFHV�WKDW�ZRXOG�LQFHQWLYL]H�WKH�XVH�RI�KHDOWK�UHLPEXUVHPHQW�
DUUDQJHPHQWV�E\�HPSOR\HUV�WR�SHUPLW�HPSOR\HHV�WR�SXUFKDVH�KHDOWK�LQVXUDQFH�LQ�WKH�LQGLYLGXDO�PDUNHW��DQG���YLL��GLUHFWLQJ�
WKH�LVVXDQFH�RI�IHGHUDO�UXOHPDNLQJ�E\�H[HFXWLYH�DJHQFLHV�WR�LQFUHDVH�WUDQVSDUHQF\�RI�KHDOWKFDUH�SULFH�DQG�TXDOLW\�
LQIRUPDWLRQ���7KH�XQFHUWDLQW\�UHVXOWLQJ�IURP�WKHVH�([HFXWLYH�%UDQFK�SROLFLHV�KDV�OHG�WR�UHGXFHG�([FKDQJH�HQUROOPHQW�LQ�
�����������DQG������DQG�LV�H[SHFWHG�WR�IXUWKHU�ZRUVHQ�WKH�LQGLYLGXDO�DQG�VPDOO�JURXS�PDUNHW�ULVN�SRROV�LQ�IXWXUH�\HDUV���,W�
LV�DOVR�DQWLFLSDWHG�WKDW�WKHVH�DQG�IXWXUH�SROLFLHV�PD\�FUHDWH�DGGLWLRQDO�FRVW�DQG�UHLPEXUVHPHQW�SUHVVXUHV�RQ�KRVSLWDOV��
LQFOXGLQJ�RXUV��,Q�DGGLWLRQ��ZKLOH�DWWHPSWV�WR�UHSHDO�WKH�HQWLUHW\�RI�WKH�/HJLVODWLRQ�KDYH�QRW�EHHQ�VXFFHVVIXO�WR�GDWH��D�NH\�
SURYLVLRQ�RI�WKH�/HJLVODWLRQ�ZDV�UHSHDOHG�DV�SDUW�RI�WKH�7D[�&XWV�DQG�-REV�$FW�DQG�RQ�'HFHPEHU�����������D�IHGHUDO�8�6��
'LVWULFW�&RXUW�-XGJH�LQ�7H[DV�UXOHG�WKH�HQWLUH�/HJLVODWLRQ�LV�XQFRQVWLWXWLRQDO���7KDW�UXOLQJ�ZDV�VWD\HG�DQG�KDV�EHHQ�
DSSHDOHG���2Q�'HFHPEHU�����������WKH��WK�&LUFXLW�&RXUW�RI�$SSHDOV�YRWHG�����WR�VWULNH�GRZQ�WKH�/HJLVODWLRQ�LQGLYLGXDO�
PDQGDWH�DV�XQFRQVWLWXWLRQDO�DQG�VHQW�WKH�FDVH�EDFN�WR�WKH�8�6��'LVWULFW�&RXUW�LQ�7H[DV�WR�GHWHUPLQH�ZKLFK�/HJLVODWLRQ�
SURYLVLRQV�VKRXOG�EH�VWULFNHQ�ZLWK�WKH�PDQGDWH�RU�ZKHWKHU�WKH�HQWLUH�ODZ�LV�XQFRQVWLWXWLRQDO�ZLWKRXW�WKH�LQGLYLGXDO�
PDQGDWH��,W�LV�OLNHO\�WKLV�PDWWHU�ZLOO�XOWLPDWHO\�EH�DSSHDOHG�WR�WKH�8�6��6XSUHPH�&RXUW���:H�DUH�XQDEOH�WR�SUHGLFW�WKH�ILQDO�
RXWFRPH�RI�WKLV�PDWWHU�ZKLFK�KDV�FDXVHG�JUHDWHU�XQFHUWDLQW\�UHJDUGLQJ�WKH�IXWXUH�VWDWXV�RI�WKH�/HJLVODWLRQ��,I�DOO�RU�DQ\�
SDUWV�RI�WKH�/HJLVODWLRQ�DUH�XOWLPDWHO\�IRXQG�WR�EH�XQFRQVWLWXWLRQDO��LW�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��
ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV��6HH�EHORZ�LQ�Sources of Revenue and Health Care Reform�IRU�DGGLWLRQDO�
GLVFORVXUH�� � �

x� SRVVLEOH�XQIDYRUDEOH�FKDQJHV�LQ�WKH�OHYHOV�DQG�WHUPV�RI�UHLPEXUVHPHQW�IRU�RXU�FKDUJHV�E\�WKLUG�SDUW\�SD\HUV�RU�
JRYHUQPHQW�EDVHG�SD\HUV��LQFOXGLQJ�0HGLFDUH�RU�0HGLFDLG�LQ�WKH�8QLWHG�6WDWHV��DQG�JRYHUQPHQW�EDVHG�SD\HUV�LQ�WKH�
8QLWHG�.LQJGRP��

x� RXU�DELOLW\�WR�HQWHU�LQWR�PDQDJHG�FDUH�SURYLGHU�DJUHHPHQWV�RQ�DFFHSWDEOH�WHUPV�DQG�WKH�DELOLW\�RI�RXU�FRPSHWLWRUV�WR�GR�WKH�
VDPH��LQFOXGLQJ�FRQWUDFWV�ZLWK�8QLWHG�6LHUUD�+HDOWKFDUH�LQ�/DV�9HJDV��1HYDGD���(IIHFWLYH�-DQXDU\��������8QLWHG�6LHUUD�
+HDOWKFDUH�LQ�/DV�9HJDV��HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�D�FRPSHWLWRU�KHDOWK�V\VWHP�WKDW�ZDV�SUHYLRXVO\�H[FOXGHG�IURP�
WKHLU�FRQWUDFWXDO�QHWZRUN�LQ�WKH�DUHD��$V�D�UHVXOW��ZH�EHOLHYH�WKDW�RXU���DFXWH�FDUH�KRVSLWDOV�LQ�WKH�/DV�9HJDV��1HYDGD�
PDUNHW��ZLOO�OLNHO\�H[SHULHQFH�D�GHFUHDVH�LQ�SDWLHQW�YROXPHV���+RZHYHU��ZH�KDYH�HQWHUHG�LQWR�DQ�DPHQGHG�DJUHHPHQW�ZLWK�
8QLWHG�6LHUUD�+HDOWKFDUH�UHODWHG�WR�RXU�KRVSLWDOV�LQ�WKH�/DV�9HJDV�PDUNHW�WKDW�SURYLGH�IRU�YDULRXV�UDWH�LQFUHDVHV�EHJLQQLQJ�
LQ�-DQXDU\��������$OWKRXJK�ZH�HVWLPDWH�WKDW�WKH�XQIDYRUDEOH�LPSDFW�RI�WKH�SURMHFWHG�GHFUHDVHV�LQ�SDWLHQW�YROXPHV�VKRXOG�
EH�ODUJHO\�RIIVHW�E\�WKH�IDYRUDEOH�LPSDFW�RI�WKH�LQFUHDVHG�UDWHV��ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�WKHVH�GHYHORSPHQWV�ZLOO�
QRW�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV����

x� WKH�RXWFRPH�RI�NQRZQ�DQG�XQNQRZQ�OLWLJDWLRQ��JRYHUQPHQW�LQYHVWLJDWLRQV��IDOVH�FODLPV�DFW�DOOHJDWLRQV��DQG�OLDELOLWLHV�DQG�
RWKHU�FODLPV�DVVHUWHG�DJDLQVW�XV�DQG�RWKHU�PDWWHUV�DV�GLVFORVHG�LQ�Item 3. Legal Proceedings, DQG�WKH�HIIHFWV�RI�DGYHUVH�
SXEOLFLW\�UHODWLQJ�WR�VXFK�PDWWHUV;�

x� WKH�SRWHQWLDO�XQIDYRUDEOH�LPSDFW�RQ�RXU�EXVLQHVV�RI�GHWHULRUDWLRQ�LQ�QDWLRQDO��UHJLRQDO�DQG�ORFDO�HFRQRPLF�DQG�EXVLQHVV�
FRQGLWLRQV��LQFOXGLQJ�D�ZRUVHQLQJ�RI�XQIDYRUDEOH�FUHGLW�PDUNHW�FRQGLWLRQV��

x� FRPSHWLWLRQ�IURP�RWKHU�KHDOWKFDUH�SURYLGHUV��LQFOXGLQJ�SK\VLFLDQ�RZQHG�IDFLOLWLHV��LQ�FHUWDLQ�PDUNHWV��



���

x� WHFKQRORJLFDO�DQG�SKDUPDFHXWLFDO�LPSURYHPHQWV�WKDW�LQFUHDVH�WKH�FRVW�RI�SURYLGLQJ��RU�UHGXFH�WKH�GHPDQG�IRU�KHDOWKFDUH��

x� RXU�DELOLW\�WR�DWWUDFW�DQG�UHWDLQ�TXDOLILHG�SHUVRQQHO��QXUVHV��SK\VLFLDQV�DQG�RWKHU�KHDOWKFDUH�SURIHVVLRQDOV�DQG�WKH�LPSDFW�
RQ�RXU�ODERU�H[SHQVHV�UHVXOWLQJ�IURP�D�VKRUWDJH�RI�QXUVHV�DQG�RWKHU�KHDOWKFDUH�SURIHVVLRQDOV��

x� GHPRJUDSKLF�FKDQJHV��

x� WKH�DYDLODELOLW\�RI�VXLWDEOH�DFTXLVLWLRQ�DQG�GLYHVWLWXUH�RSSRUWXQLWLHV�DQG�RXU�DELOLW\�WR�VXFFHVVIXOO\�LQWHJUDWH�DQG�LPSURYH�
RXU�DFTXLVLWLRQV�VLQFH�IDLOXUH�WR�DFKLHYH�H[SHFWHG�DFTXLVLWLRQ�EHQHILWV�IURP�FHUWDLQ�RI�RXU�SULRU�RU�IXWXUH�DFTXLVLWLRQV�FRXOG�
UHVXOW�LQ�LPSDLUPHQW�FKDUJHV�IRU�JRRGZLOO�DQG�SXUFKDVHG�LQWDQJLEOHV��

x� WKH�LPSDFW�RI�VHYHUH�ZHDWKHU�FRQGLWLRQV��LQFOXGLQJ�WKH�HIIHFWV�RI�KXUULFDQHV�DQG�FOLPDWH�FKDQJH��

x� DV�GLVFXVVHG�EHORZ�LQ�Sources of Revenue,�ZH�UHFHLYH�UHYHQXHV�IURP�YDULRXV�VWDWH�DQG�FRXQW\�EDVHG�SURJUDPV��LQFOXGLQJ�
0HGLFDLG�LQ�DOO�WKH�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH��ZH�UHFHLYH�0HGLFDLG�UHYHQXHV�LQ�H[FHVV�RI������PLOOLRQ�DQQXDOO\�IURP�
HDFK�RI�&DOLIRUQLD��7H[DV��1HYDGD��:DVKLQJWRQ��'�&���3HQQV\OYDQLD�DQG�,OOLQRLV���&06�DSSURYHG�0HGLFDLG�VXSSOHPHQWDO�
SURJUDPV�LQ�FHUWDLQ�VWDWHV�LQFOXGLQJ�7H[DV��0LVVLVVLSSL��,OOLQRLV��2NODKRPD��1HYDGD��$UNDQVDV��&DOLIRUQLD�DQG�,QGLDQD��
DQG��VWDWH�0HGLFDLG�GLVSURSRUWLRQDWH�VKDUH�KRVSLWDO�SD\PHQWV�LQ�FHUWDLQ�VWDWHV�LQFOXGLQJ�7H[DV�DQG�6RXWK�&DUROLQD��:H�DUH�
WKHUHIRUH�SDUWLFXODUO\�VHQVLWLYH�WR�SRWHQWLDO�UHGXFWLRQV�LQ�0HGLFDLG�DQG�RWKHU�VWDWH�EDVHG�UHYHQXH�SURJUDPV�DV�ZHOO�DV�
UHJXODWRU\��HFRQRPLF��HQYLURQPHQWDO�DQG�FRPSHWLWLYH�FKDQJHV�LQ�WKRVH�VWDWHV��:H�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�
UHGXFWLRQV�WR�UHYHQXHV�HDUQHG�SXUVXDQW�WR�WKHVH�SURJUDPV��SDUWLFXODUO\�LQ�WKH�DERYH�PHQWLRQHG�VWDWHV��ZLOO�QRW�KDYH�D�
PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��

x� RXU�DELOLW\�WR�FRQWLQXH�WR�REWDLQ�FDSLWDO�RQ�DFFHSWDEOH�WHUPV��LQFOXGLQJ�ERUURZHG�IXQGV��WR�IXQG�WKH�IXWXUH�JURZWK�RI�RXU�
EXVLQHVV��

x� RXU�LQSDWLHQW�DFXWH�FDUH�DQG�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�PD\�H[SHULHQFH�GHFUHDVLQJ�DGPLVVLRQ�DQG�OHQJWK�RI�VWD\�
WUHQGV��

x� RXU�ILQDQFLDO�VWDWHPHQWV�UHIOHFW�ODUJH�DPRXQWV�GXH�IURP�YDULRXV�FRPPHUFLDO�DQG�SULYDWH�SD\HUV�DQG�WKHUH�FDQ�EH�QR�
DVVXUDQFH�WKDW�IDLOXUH�RI�WKH�SD\HUV�WR�UHPLW�DPRXQWV�GXH�WR�XV�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�
RI�RSHUDWLRQV��

x� LQ�$XJXVW��������WKH�%XGJHW�&RQWURO�$FW�RI�������WKH�³�����$FW´��ZDV�HQDFWHG�LQWR�ODZ��7KH������$FW�LPSRVHG�DQQXDO�
VSHQGLQJ�OLPLWV�IRU�PRVW�IHGHUDO�DJHQFLHV�DQG�SURJUDPV�DLPHG�DW�UHGXFLQJ�EXGJHW�GHILFLWV�E\������ELOOLRQ�EHWZHHQ������
DQG�������DFFRUGLQJ�WR�D�UHSRUW�UHOHDVHG�E\�WKH�&RQJUHVVLRQDO�%XGJHW�2IILFH��$PRQJ�LWV�RWKHU�SURYLVLRQV��WKH�ODZ�
HVWDEOLVKHG�D�ELSDUWLVDQ�&RQJUHVVLRQDO�FRPPLWWHH��NQRZQ�DV�WKH�-RLQW�6HOHFW�&RPPLWWHH�RQ�'HILFLW�5HGXFWLRQ��WKH�³-RLQW�
&RPPLWWHH´���ZKLFK�ZDV�WDVNHG�ZLWK�PDNLQJ�UHFRPPHQGDWLRQV�DLPHG�DW�UHGXFLQJ�IXWXUH�IHGHUDO�EXGJHW�GHILFLWV�E\�DQ�
DGGLWLRQDO������WULOOLRQ�RYHU����\HDUV��7KH�-RLQW�&RPPLWWHH�ZDV�XQDEOH�WR�UHDFK�DQ�DJUHHPHQW�E\�WKH�1RYHPEHU����������
GHDGOLQH�DQG��DV�D�UHVXOW��DFURVV�WKH�ERDUG�FXWV�WR�GLVFUHWLRQDU\��QDWLRQDO�GHIHQVH�DQG�0HGLFDUH�VSHQGLQJ�ZHUH�
LPSOHPHQWHG�RQ�0DUFK���������UHVXOWLQJ�LQ�0HGLFDUH�SD\PHQW�UHGXFWLRQV�RI�XS�WR����SHU�ILVFDO�\HDU�ZLWK�D�XQLIRUP�
SHUFHQWDJH�UHGXFWLRQ�DFURVV�DOO�0HGLFDUH�SURJUDPV��7KH�%LSDUWLVDQ�%XGJHW�$FW�RI�������HQDFWHG�RQ�1RYHPEHU����������
FRQWLQXHG�WKH����UHGXFWLRQV�WR�0HGLFDUH�UHLPEXUVHPHQW�LPSRVHG�XQGHU�WKH������$FW��6XEVHTXHQW�OHJLVODWLRQ�HQDFWHG�E\�
&RQJUHVV�H[WHQGHG�UHGXFWLRQV�WKURXJK��������:H�FDQQRW�SUHGLFW�ZKHWKHU�&RQJUHVV�ZLOO�UHVWUXFWXUH�WKH�LPSOHPHQWHG�
0HGLFDUH�SD\PHQW�UHGXFWLRQV�RU�ZKDW�RWKHU�IHGHUDO�EXGJHW�GHILFLW�UHGXFWLRQ�LQLWLDWLYHV�PD\�EH�SURSRVHG�E\�&RQJUHVV�
JRLQJ�IRUZDUG���

x� XQLQVXUHG�DQG�VHOI�SD\�SDWLHQWV�WUHDWHG�DW�RXU�DFXWH�FDUH�IDFLOLWLHV�XQIDYRUDEO\�LPSDFW�RXU�DELOLW\�WR�VDWLVIDFWRULO\�DQG�
WLPHO\�FROOHFW�RXU�VHOI�SD\�SDWLHQW�DFFRXQWV��

x� FKDQJHV�LQ�RXU�EXVLQHVV�VWUDWHJLHV�RU�GHYHORSPHQW�SODQV��

x� LQ�-XQH��������WKH�8QLWHG�.LQJGRP�DIILUPDWLYHO\�YRWHG�LQ�D�QRQ�ELQGLQJ�UHIHUHQGXP�LQ�IDYRU�RI�WKH�H[LW�RI�WKH�8QLWHG�
.LQJGRP��³8�.�´�IURP�WKH�(XURSHDQ�8QLRQ��WKH�³%UH[LW´��DQG�LW�ZDV�DSSURYHG�E\�YRWH�RI�WKH�%ULWLVK�OHJLVODWXUH��2Q�
0DUFK�����������WKH�8QLWHG�.LQJGRP�WULJJHUHG�$UWLFOH����RI�WKH�/LVERQ�7UHDW\��IRUPDOO\�VWDUWLQJ�QHJRWLDWLRQV�UHJDUGLQJ�
LWV�H[LW�IURP�WKH�(XURSHDQ�8QLRQ���2Q�-DQXDU\�����������WKH�8�.��IRUPDOO\�H[LWHG�WKH�(XURSHDQ�8QLRQ��7KH�8�.��DQG�WKH�
(XURSHDQ�8QLRQ�ZLOO�QRZ�HQWHU�LQWR�D�WUDQVLWLRQ�SHULRG�LQ�ZKLFK�WKH�WHUPV�RI�WKH�IXWXUH�UHODWLRQVKLS�PXVW�EH�QHJRWLDWHG��
7KH�RXWFRPH�RI�WKHVH�QHJRWLDWLRQV�LV�XQFHUWDLQ��DQG�ZH�GR�QRW�NQRZ�WR�ZKDW�H[WHQW�%UH[LW�ZLOO�XOWLPDWHO\�LPSDFW�WKH�
EXVLQHVV�DQG�UHJXODWRU\�HQYLURQPHQW�LQ�WKH�8�.���WKH�(XURSHDQ�8QLRQ��RU�RWKHU�FRXQWULHV���7KH�8�.��ZLOO�FRQWLQXH�WR�
IROORZ�(XURSHDQ�8QLRQ�UXOHV�WKURXJK�DW�OHDVW�'HFHPEHU�����������WKH�³7UDQVLWLRQ�3HULRG´���7KH�7UDQVLWLRQ�3HULRG�PD\�EH�
H[WHQGHG�WKURXJK�'HFHPEHU������������$Q\�RI�WKHVH�HIIHFWV�RI�%UH[LW��DQG�RWKHUV�ZH�FDQQRW�DQWLFLSDWH��FRXOG�KDUP�RXU�
EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�DQG�UHVXOWV�RI�RSHUDWLRQV����

x� IOXFWXDWLRQV�LQ�WKH�YDOXH�RI�RXU�FRPPRQ�VWRFN��DQG��

x� RWKHU�IDFWRUV�UHIHUHQFHG�KHUHLQ�RU�LQ�RXU�RWKHU�ILOLQJV�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��



���

*LYHQ�WKHVH�XQFHUWDLQWLHV��ULVNV�DQG�DVVXPSWLRQV��DV�RXWOLQHG�DERYH��\RX�DUH�FDXWLRQHG�QRW�WR�SODFH�XQGXH�UHOLDQFH�RQ�VXFK�
IRUZDUG�ORRNLQJ�VWDWHPHQWV��2XU�DFWXDO�UHVXOWV�DQG�ILQDQFLDO�FRQGLWLRQ�FRXOG�GLIIHU�PDWHULDOO\�IURP�WKRVH�H[SUHVVHG�LQ��RU�LPSOLHG�E\��
WKH�IRUZDUG�ORRNLQJ�VWDWHPHQWV��)RUZDUG�ORRNLQJ�VWDWHPHQWV�VSHDN�RQO\�DV�RI�WKH�GDWH�WKH�VWDWHPHQWV�DUH�PDGH��:H�DVVXPH�QR�
REOLJDWLRQ�WR�SXEOLFO\�XSGDWH�DQ\�IRUZDUG�ORRNLQJ�VWDWHPHQWV�WR�UHIOHFW�DFWXDO�UHVXOWV��FKDQJHV�LQ�DVVXPSWLRQV�RU�FKDQJHV�LQ�RWKHU�
IDFWRUV�DIIHFWLQJ�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ��H[FHSW�DV�PD\�EH�UHTXLUHG�E\�ODZ��$OO�IRUZDUG�ORRNLQJ�VWDWHPHQWV�DWWULEXWDEOH�WR�XV�RU�
SHUVRQV�DFWLQJ�RQ�RXU�EHKDOI�DUH�H[SUHVVO\�TXDOLILHG�LQ�WKHLU�HQWLUHW\�E\�WKLV�FDXWLRQDU\�VWDWHPHQW��

Critical Accounting Policies and Estimates 

7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�UHTXLUHV�
XV�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�DPRXQWV�UHSRUWHG�LQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�DFFRPSDQ\LQJ�
QRWHV��

$�VXPPDU\�RI�RXU�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�LV�RXWOLQHG�LQ�1RWH���WR�WKH�ILQDQFLDO�VWDWHPHQWV��:H�FRQVLGHU�RXU�FULWLFDO�
DFFRXQWLQJ�SROLFLHV�WR�EH�WKRVH�WKDW�UHTXLUH�XV�WR�PDNH�VLJQLILFDQW�MXGJPHQWV�DQG�HVWLPDWHV�ZKHQ�ZH�SUHSDUH�RXU�ILQDQFLDO�VWDWHPHQWV��
LQFOXGLQJ�WKH�IROORZLQJ��

5HYHQXH�5HFRJQLWLRQ���2Q�-DQXDU\����������ZH�DGRSWHG��XVLQJ�WKH�PRGLILHG�UHWURVSHFWLYH�DSSURDFK��$68���������DQG�$68�
���������³5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��7RSLF�����´�DQG�³5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��3ULQFLSDO�YHUVXV�
$JHQW�&RQVLGHUDWLRQV��5HSRUWLQJ�5HYHQXH�*URVV�YHUVXV�1HW�´��UHVSHFWLYHO\��ZKLFK�SURYLGHV�JXLGDQFH�IRU�UHYHQXH�UHFRJQLWLRQ��7KH�
VWDQGDUG¶V�FRUH�SULQFLSOH�LV�WKDW�D�FRPSDQ\�ZLOO�UHFRJQL]H�UHYHQXH�ZKHQ�LW�WUDQVIHUV�SURPLVHG�JRRGV�RU�VHUYLFHV�WR�FXVWRPHUV�LQ�DQ�
DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�WR�ZKLFK�WKH�FRPSDQ\�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WKRVH�JRRGV�RU�VHUYLFHV��7KH�PRVW�
VLJQLILFDQW�FKDQJH�IURP�WKH�DGRSWLRQ�RI�WKH�QHZ�VWDQGDUG�UHODWHV�WR�RXU�HVWLPDWLRQ�IRU�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV��8QGHU�WKH�
SUHYLRXV�VWDQGDUGV��RXU�HVWLPDWH�IRU�DPRXQWV�QRW�H[SHFWHG�WR�EH�FROOHFWHG�EDVHG�XSRQ�RXU�KLVWRULFDO�H[SHULHQFH��ZHUH�UHIOHFWHG�DV�
SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV��LQFOXGHG�ZLWKLQ�QHW�UHYHQXH��8QGHU�WKH�QHZ�VWDQGDUG��RXU�HVWLPDWH�IRU�DPRXQWV�QRW�H[SHFWHG�WR�EH�
FROOHFWHG�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH�ZLOO�FRQWLQXH�WR�EH�UHFRJQL]HG�DV�D�UHGXFWLRQ�WR�QHW�UHYHQXH��KRZHYHU��QRW�UHIOHFWHG�VHSDUDWHO\�
DV�SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV��8QGHU�WKH�QHZ�VWDQGDUG��VXEVHTXHQW�FKDQJHV�LQ�HVWLPDWH�RI�FROOHFWDELOLW\�GXH�WR�D�FKDQJH�LQ�WKH�
ILQDQFLDO�VWDWXV�RI�D�SD\HU��IRU�H[DPSOH�D�EDQNUXSWF\��ZLOO�EH�UHFRJQL]HG�DV�EDG�GHEW�H[SHQVH�LQ�RSHUDWLQJ�FKDUJHV��7KH�DGRSWLRQ�RI�
WKLV�$68�LQ�������DQG�DPRXQWV�UHFRJQL]HG�DV�EDG�GHEW�H[SHQVH�DQG�LQFOXGHG�LQ�RWKHU�RSHUDWLQJ�H[SHQVHV��GLG�QRW�KDYH�D�PDWHULDO�
LPSDFW�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV����

�
6HH�Note 10 to the Consolidated Financial Statements-Revenue Recognition��IRU�DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�RXU�UHYHQXHV�

LQFOXGLQJ�D�GLVDJJUHJDWLRQ�RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�E\�PDMRU�VRXUFH�IRU�HDFK�RI�WKH�SHULRGV�SUHVHQWHG�KHUHLQ������

:H�UHSRUW�QHW�SDWLHQW�VHUYLFH�UHYHQXH�DW�WKH�HVWLPDWHG�QHW�UHDOL]DEOH�DPRXQWV�IURP�SDWLHQWV�DQG�WKLUG�SDUW\�SD\HUV�DQG�RWKHUV�IRU�
VHUYLFHV�UHQGHUHG��:H�KDYH�DJUHHPHQWV�ZLWK�WKLUG�SDUW\�SD\HUV�WKDW�SURYLGH�IRU�SD\PHQWV�WR�XV�DW�DPRXQWV�GLIIHUHQW�IURP�RXU�
HVWDEOLVKHG�UDWHV��3D\PHQW�DUUDQJHPHQWV�LQFOXGH�UDWHV�SHU�GLVFKDUJH��UHLPEXUVHG�FRVWV��GLVFRXQWHG�FKDUJHV�DQG�SHU�GLHP�SD\PHQWV��
(VWLPDWHV�RI�FRQWUDFWXDO�DOORZDQFHV��ZKLFK�UHSUHVHQW�H[SOLFLW�SULFH�FRQFHVVLRQV�XQGHU�$6&������XQGHU�PDQDJHG�FDUH�SODQV�DUH�EDVHG�
XSRQ�WKH�SD\PHQW�WHUPV�VSHFLILHG�LQ�WKH�UHODWHG�FRQWUDFWXDO�DJUHHPHQWV��:H�FORVHO\�PRQLWRU�RXU�KLVWRULFDO�FROOHFWLRQ�UDWHV��DV�ZHOO�DV�
FKDQJHV�LQ�DSSOLFDEOH�ODZV��UXOHV�DQG�UHJXODWLRQV�DQG�FRQWUDFW�WHUPV��WR�DVVXUH�WKDW�SURYLVLRQV�DUH�PDGH�XVLQJ�WKH�PRVW�DFFXUDWH�
LQIRUPDWLRQ�DYDLODEOH��+RZHYHU��GXH�WR�WKH�FRPSOH[LWLHV�LQYROYHG�LQ�WKHVH�HVWLPDWLRQV��DFWXDO�SD\PHQWV�IURP�SD\HUV�PD\�EH�GLIIHUHQW�
IURP�WKH�DPRXQWV�ZH�HVWLPDWH�DQG�UHFRUG��

:H�HVWLPDWH�RXU�0HGLFDUH�DQG�0HGLFDLG�UHYHQXHV�XVLQJ�WKH�ODWHVW�DYDLODEOH�ILQDQFLDO�LQIRUPDWLRQ��SDWLHQW�XWLOL]DWLRQ�GDWD��
JRYHUQPHQW�SURYLGHG�GDWD�DQG�LQ�DFFRUGDQFH�ZLWK�DSSOLFDEOH�0HGLFDUH�DQG�0HGLFDLG�SD\PHQW�UXOHV�DQG�UHJXODWLRQV��7KH�ODZV�DQG�
UHJXODWLRQV�JRYHUQLQJ�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�DUH�H[WUHPHO\�FRPSOH[�DQG�VXEMHFW�WR�LQWHUSUHWDWLRQ�DQG�DV�D�UHVXOW��WKHUH�
LV�DW�OHDVW�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�UHFRUGHG�HVWLPDWHV�ZLOO�FKDQJH�E\�PDWHULDO�DPRXQWV�LQ�WKH�QHDU�WHUP��&HUWDLQ�W\SHV�RI�SD\PHQWV�
E\�WKH�0HGLFDUH�SURJUDP�DQG�VWDWH�0HGLFDLG�SURJUDPV��H�J��0HGLFDUH�'LVSURSRUWLRQDWH�6KDUH�+RVSLWDO��0HGLFDUH�$OORZDEOH�%DG�
'HEWV�DQG�,QSDWLHQW�3V\FKLDWULF�6HUYLFHV��DUH�VXEMHFW�WR�UHWURDFWLYH�DGMXVWPHQW�LQ�IXWXUH�SHULRGV�DV�D�UHVXOW�RI�DGPLQLVWUDWLYH�UHYLHZ�
DQG�DXGLW�DQG�RXU�HVWLPDWHV�PD\�YDU\�IURP�WKH�ILQDO�VHWWOHPHQWV��6XFK�DPRXQWV�DUH�LQFOXGHG�LQ�DFFRXQWV�UHFHLYDEOH��QHW��RQ�RXU�
&RQVROLGDWHG�%DODQFH�6KHHWV��7KH�IXQGLQJ�RI�ERWK�IHGHUDO�0HGLFDUH�DQG�VWDWH�0HGLFDLG�SURJUDPV�DUH�VXEMHFW�WR�OHJLVODWLYH�DQG�
UHJXODWRU\�FKDQJHV��$V�VXFK��ZH�FDQQRW�SURYLGH�DQ\�DVVXUDQFH�WKDW�IXWXUH�OHJLVODWLRQ�DQG�UHJXODWLRQV��LI�HQDFWHG��ZLOO�QRW�KDYH�D�
PDWHULDO�LPSDFW�RQ�RXU�IXWXUH�0HGLFDUH�DQG�0HGLFDLG�UHLPEXUVHPHQWV��$GMXVWPHQWV�UHODWHG�WR�WKH�ILQDO�VHWWOHPHQW�RI�WKHVH�
UHWURVSHFWLYHO\�GHWHUPLQHG�DPRXQWV�GLG�QRW�PDWHULDOO\�LPSDFW�RXU�UHVXOWV�LQ������������RU�������,I�LW�ZHUH�WR�RFFXU��HDFK����
DGMXVWPHQW�WR�RXU�HVWLPDWHG�QHW�0HGLFDUH�UHYHQXHV�WKDW�DUH�VXEMHFW�WR�UHWURVSHFWLYH�UHYLHZ�DQG�VHWWOHPHQW�DV�RI�'HFHPEHU�����������
ZRXOG�FKDQJH�RXU�DIWHU�WD[�QHW�LQFRPH�E\�DSSUR[LPDWHO\����PLOOLRQ��

&KDULW\�&DUH��8QLQVXUHG�'LVFRXQWV�DQG�2WKHU�$GMXVWPHQWV�WR�5HYHQXH���&ROOHFWLRQ�RI�UHFHLYDEOHV�IURP�WKLUG�SDUW\�SD\HUV�
DQG�SDWLHQWV�LV�RXU�SULPDU\�VRXUFH�RI�FDVK�DQG�LV�FULWLFDO�WR�RXU�RSHUDWLQJ�SHUIRUPDQFH��2XU�SULPDU\�FROOHFWLRQ�ULVNV�UHODWH�WR�XQLQVXUHG�
SDWLHQWV�DQG�WKH�SRUWLRQ�RI�WKH�ELOO�ZKLFK�LV�WKH�SDWLHQW¶V�UHVSRQVLELOLW\��SULPDULO\�FR�SD\PHQWV�DQG�GHGXFWLEOHV��:H�HVWLPDWH�RXU�



���

UHYHQXH�DGMXVWPHQWV�IRU�LPSOLFLW�SULFH�FRQFHVVLRQV�EDVHG�RQ�JHQHUDO�IDFWRUV�VXFK�DV�SD\HU�PL[��WKH�DJLQJ�RI�WKH�UHFHLYDEOHV�DQG�
KLVWRULFDO�FROOHFWLRQ�H[SHULHQFH��FRQVLVWHQW�ZLWK�RXU�HVWLPDWHV�IRU�SURYLVLRQV�IRU�GRXEWIXO�DFFRXQWV�XQGHU�$6&�������:H�URXWLQHO\�
UHYLHZ�DFFRXQWV�UHFHLYDEOH�EDODQFHV�LQ�FRQMXQFWLRQ�ZLWK�WKHVH�IDFWRUV�DQG�RWKHU�HFRQRPLF�FRQGLWLRQV�ZKLFK�PLJKW�XOWLPDWHO\�DIIHFW�WKH�
FROOHFWDELOLW\�RI�WKH�SDWLHQW�DFFRXQWV�DQG�PDNH�DGMXVWPHQWV�WR�RXU�DOORZDQFHV�DV�ZDUUDQWHG��$W�RXU�DFXWH�FDUH�KRVSLWDOV��WKLUG�SDUW\�
OLDELOLW\�DFFRXQWV�DUH�SXUVXHG�XQWLO�DOO�SD\PHQW�DQG�DGMXVWPHQWV�DUH�SRVWHG�WR�WKH�SDWLHQW�DFFRXQW��)RU�WKRVH�DFFRXQWV�ZLWK�D�SDWLHQW�
EDODQFH�DIWHU�WKLUG�SDUW\�OLDELOLW\�LV�ILQDOL]HG�RU�DFFRXQWV�IRU�XQLQVXUHG�SDWLHQWV��WKH�SDWLHQW�UHFHLYHV�VWDWHPHQWV�DQG�FROOHFWLRQ�OHWWHUV���

8QGHU�$6&������RXU�KRVSLWDOV�HVWDEOLVKHG�D�SDUWLDO�UHVHUYH�IRU�VHOI�SD\�DFFRXQWV�LQ�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�IRU�ERWK�
XQELOOHG�EDODQFHV�DQG�WKRVH�WKDW�KDYH�EHHQ�ELOOHG�DQG�ZHUH�XQGHU����GD\V�ROG��$OO�VHOI�SD\�DFFRXQWV�ZHUH�IXOO\�UHVHUYHG�DW����GD\V�
IURP�WKH�GDWH�RI�GLVFKDUJH��7KLUG�SDUW\�OLDELOLW\�DFFRXQWV�ZHUH�IXOO\�UHVHUYHG�LQ�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�ZKHQ�WKH�EDODQFH�
DJHG�SDVW�����GD\V�IURP�WKH�GDWH�RI�GLVFKDUJH��3DWLHQWV�WKDW�H[SUHVV�DQ�LQDELOLW\�WR�SD\�ZHUH�UHYLHZHG�IRU�SRWHQWLDO�VRXUFHV�RI�ILQDQFLDO�
DVVLVWDQFH�LQFOXGLQJ�RXU�FKDULW\�FDUH�SROLF\��,I�WKH�SDWLHQW�ZDV�GHHPHG�XQZLOOLQJ�WR�SD\��WKH�DFFRXQW�ZDV�ZULWWHQ�RII�DV�EDG�GHEW�DQG�
WUDQVIHUUHG�WR�DQ�RXWVLGH�FROOHFWLRQ�DJHQF\�IRU�DGGLWLRQDO�FROOHFWLRQ�HIIRUW���8QGHU�$6&������ZKLOH�VLPLODU�SURFHVVHV�DQG�
PHWKRGRORJLHV�DUH�FRQVLGHUHG��WKHVH�UHYHQXH�DGMXVWPHQWV�DUH�FRQVLGHUHG�DW�WKH�WLPH�WKH�VHUYLFHV�DUH�SURYLGHG�LQ�GHWHUPLQDWLRQ�RI�WKH�
WUDQVDFWLRQ�SULFH��

+LVWRULFDOO\��D�VLJQLILFDQW�SRUWLRQ�RI�WKH�SDWLHQWV�WUHDWHG�WKURXJKRXW�RXU�SRUWIROLR�RI�DFXWH�FDUH�KRVSLWDOV�DUH�XQLQVXUHG�SDWLHQWV�
ZKLFK��LQ�SDUW��KDV�UHVXOWHG�IURP�SDWLHQWV�ZKR�DUH�HPSOR\HG�EXW�GR�QRW�KDYH�KHDOWK�LQVXUDQFH�RU�ZKR�KDYH�SROLFLHV�ZLWK�UHODWLYHO\�KLJK�
GHGXFWLEOHV��3DWLHQWV�WUHDWHG�DW�RXU�KRVSLWDOV�IRU�QRQ�HOHFWLYH�VHUYLFHV��ZKR�KDYH�JURVV�LQFRPH�RI�YDULRXV�DPRXQWV��GHSHQGHQW�XSRQ�WKH�
VWDWH��UDQJLQJ�IURP������WR������RI�WKH�IHGHUDO�SRYHUW\�JXLGHOLQHV��DUH�GHHPHG�HOLJLEOH�IRU�FKDULW\�FDUH��7KH�IHGHUDO�SRYHUW\�
JXLGHOLQHV�DUH�HVWDEOLVKHG�E\�WKH�IHGHUDO�JRYHUQPHQW�DQG�DUH�EDVHG�RQ�LQFRPH�DQG�IDPLO\�VL]H��%HFDXVH�ZH�GR�QRW�SXUVXH�FROOHFWLRQ�RI�
DPRXQWV�WKDW�TXDOLI\�DV�FKDULW\�FDUH��WKH�WUDQVDFWLRQ�SULFH�LV�IXOO\�DGMXVWHG�DQG�WKHUH�LV�QR�LPSDFW�LQ�RXU�QHW�UHYHQXHV�RU�LQ�RXU�DFFRXQWV�
UHFHLYDEOH��QHW��

$�SRUWLRQ�RI�WKH�DFFRXQWV�UHFHLYDEOH�DW�RXU�DFXWH�FDUH�IDFLOLWLHV�DUH�FRPSULVHG�RI�0HGLFDLG�DFFRXQWV�WKDW�DUH�SHQGLQJ�DSSURYDO�
IURP�WKLUG�SDUW\�SD\HUV�EXW�ZH�DOVR�KDYH�VPDOOHU�DPRXQWV�GXH�IURP�RWKHU�PLVFHOODQHRXV�SD\HUV�VXFK�DV�FRXQW\�LQGLJHQW�SURJUDPV�LQ�
FHUWDLQ�VWDWHV��2XU�SDWLHQW�UHJLVWUDWLRQ�SURFHVV�LQFOXGHV�DQ�LQWHUYLHZ�RI�WKH�SDWLHQW�RU�WKH�SDWLHQW¶V�UHVSRQVLEOH�SDUW\�DW�WKH�WLPH�RI�
UHJLVWUDWLRQ��$W�WKDW�WLPH��DQ�LQVXUDQFH�HOLJLELOLW\�GHWHUPLQDWLRQ�LV�PDGH�DQG�DQ�LQVXUDQFH�SODQ�FRGH�LV�DVVLJQHG��7KHUH�DUH�YDULRXV�SUH�
HVWDEOLVKHG�LQVXUDQFH�SURILOHV�LQ�RXU�SDWLHQW�DFFRXQWLQJ�V\VWHP�ZKLFK�GHWHUPLQH�WKH�H[SHFWHG�LQVXUDQFH�UHLPEXUVHPHQW�IRU�HDFK�
SDWLHQW�EDVHG�RQ�WKH�LQVXUDQFH�SODQ�FRGH�DVVLJQHG�DQG�WKH�VHUYLFHV�UHQGHUHG��&HUWDLQ�SDWLHQWV�PD\�EH�FODVVLILHG�DV�0HGLFDLG�SHQGLQJ�DW�
UHJLVWUDWLRQ�EDVHG�XSRQ�D�VFUHHQLQJ�HYDOXDWLRQ�LI�ZH�DUH�XQDEOH�WR�GHILQLWLYHO\�GHWHUPLQH�LI�WKH\�DUH�FXUUHQWO\�0HGLFDLG�HOLJLEOH��:KHQ�
D�SDWLHQW�LV�UHJLVWHUHG�DV�0HGLFDLG�HOLJLEOH�RU�0HGLFDLG�SHQGLQJ��RXU�SDWLHQW�DFFRXQWLQJ�V\VWHP�UHFRUGV�QHW�UHYHQXHV�IRU�VHUYLFHV�
SURYLGHG�WR�WKDW�SDWLHQW�EDVHG�XSRQ�WKH�HVWDEOLVKHG�0HGLFDLG�UHLPEXUVHPHQW�UDWHV��VXEMHFW�WR�WKH�XOWLPDWH�GLVSRVLWLRQ�RI�WKH�SDWLHQW¶V�
0HGLFDLG�HOLJLELOLW\��:KHQ�WKH�SDWLHQW¶V�XOWLPDWH�HOLJLELOLW\�LV�GHWHUPLQHG��UHFODVVLILFDWLRQV�PD\�RFFXU�ZKLFK�LPSDFWV�QHW�UHYHQXHV�LQ�
IXWXUH�SHULRGV��$OWKRXJK�WKH�SDWLHQW¶V�XOWLPDWH�HOLJLELOLW\�GHWHUPLQDWLRQ�PD\�UHVXOW�LQ�DGMXVWPHQWV�WR�QHW�UHYHQXHV��WKHVH�DGMXVWPHQWV�
GR�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�LQ������������RU������VLQFH�RXU�IDFLOLWLHV�PDNH�HVWLPDWHV�DW�HDFK�ILQDQFLDO�
UHSRUWLQJ�SHULRG�WR�DGMXVW�UHYHQXH�EDVHG�RQ�KLVWRULFDO�FROOHFWLRQV���8QGHU�$6&������WKHVH�HVWLPDWHV�ZHUH�UHSRUWHG�LQ�WKH�SURYLVLRQ�IRU�
GRXEWIXO�DFFRXQWV��

:H�DOVR�SURYLGH�GLVFRXQWV�WR�XQLQVXUHG�SDWLHQWV��LQFOXGHG�LQ�³XQLQVXUHG�GLVFRXQWV´�DPRXQWV�EHORZ��ZKR�GR�QRW�TXDOLI\�IRU�
0HGLFDLG�RU�FKDULW\�FDUH��%HFDXVH�ZH�GR�QRW�SXUVXH�FROOHFWLRQ�RI�DPRXQWV�FODVVLILHG�DV�XQLQVXUHG�GLVFRXQWV��WKH�WUDQVDFWLRQ�SULFH�LV�
IXOO\�DGMXVWHG�DQG�WKHUH�LV�QR�LPSDFW�LQ�RXU�QHW�UHYHQXHV�RU�LQ�RXU�QHW�DFFRXQWV�UHFHLYDEOH��,Q�LPSOHPHQWLQJ�WKH�GLVFRXQW�SROLF\��ZH�
ILUVW�DWWHPSW�WR�TXDOLI\�XQLQVXUHG�SDWLHQWV�IRU�JRYHUQPHQWDO�SURJUDPV��FKDULW\�FDUH�RU�DQ\�RWKHU�GLVFRXQW�SURJUDP��,I�DQ�XQLQVXUHG�
SDWLHQW�GRHV�QRW�TXDOLI\�IRU�WKHVH�SURJUDPV��WKH�XQLQVXUHG�GLVFRXQW�LV�DSSOLHG���

Uncompensated care (charity care and uninsured discounts): 

7KH�IROORZLQJ�WDEOH�VKRZV�WKH�DPRXQWV�UHFRUGHG�DW�RXU�DFXWH�FDUH�KRVSLWDOV�IRU�FKDULW\�FDUH�DQG�XQLQVXUHG�GLVFRXQWV��EDVHG�RQ�
FKDUJHV�DW�HVWDEOLVKHG�UDWHV��IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������
�
�� � �GROODU�DPRXQWV�LQ�WKRXVDQGV�� ��
�� � ����� �� � ����� �� �� ����� ��
�� � $PRXQW� � � �� �� � $PRXQW� � � �� �� �� $PRXQW� � � �� ��
&KDULW\�FDUH� � � �������� � � ���� � �������� � � ��������� �������� � � ���
8QLQVXUHG�GLVFRXQWV� � � ���������� � � ���� � ���������� � � ��������� �������� � � ���
7RWDO�XQFRPSHQVDWHG�FDUH� � ����������� � � ����� ����������� � � �������������������� � � ����



���

The estimated cost of providing uncompensated care: 

7KH�HVWLPDWHG�FRVW�RI�SURYLGLQJ�XQFRPSHQVDWHG�FDUH��DV�UHIOHFWHG�EHORZ��ZHUH�EDVHG�RQ�D�FDOFXODWLRQ�ZKLFK�PXOWLSOLHG�WKH�
SHUFHQWDJH�RI�RSHUDWLQJ�H[SHQVHV�IRU�RXU�DFXWH�FDUH�KRVSLWDOV�WR�JURVV�FKDUJHV�IRU�WKRVH�KRVSLWDOV�E\�WKH�DERYH�PHQWLRQHG�WRWDO�
XQFRPSHQVDWHG�FDUH�DPRXQWV��7KH�SHUFHQWDJH�RI�FRVW�WR�JURVV�FKDUJHV�LV�FDOFXODWHG�EDVHG�RQ�WKH�WRWDO�RSHUDWLQJ�H[SHQVHV�IRU�RXU�DFXWH�
FDUH�IDFLOLWLHV�GLYLGHG�E\�JURVV�SDWLHQW�VHUYLFH�UHYHQXH�IRU�WKRVH�IDFLOLWLHV��$Q�LQFUHDVH�LQ�WKH�OHYHO�RI�XQLQVXUHG�SDWLHQWV�WR�RXU�
IDFLOLWLHV�DQG�WKH�UHVXOWLQJ�DGYHUVH�WUHQGV�LQ�WKH�DGMXVWPHQWV�WR�QHW�UHYHQXHV�DQG�XQFRPSHQVDWHG�FDUH�SURYLGHG�FRXOG�KDYH�D�PDWHULDO�
XQIDYRUDEOH�LPSDFW�RQ�RXU�IXWXUH�RSHUDWLQJ�UHVXOWV��

�� � �DPRXQWV�LQ�WKRXVDQGV�� �
�� � ����� � � ����� �� �� ����� �

(VWLPDWHG�FRVW�RI�SURYLGLQJ�FKDULW\�FDUH� � � ������� � � ������������� ��������
(VWLPDWHG�FRVW�RI�SURYLGLQJ�XQLQVXUHG�GLVFRXQWV�UHODWHG�FDUH� � � �������� � � �������������� ��������
(VWLPDWHG�FRVW�RI�SURYLGLQJ�XQFRPSHQVDWHG�FDUH� � � �������� � � �������������� ��������

6HOI�,QVXUHG�2WKHU�,QVXUDQFH�5LVNV��:H�SURYLGH�IRU�VHOI�LQVXUHG�ULVNV�LQFOXGLQJ�JHQHUDO�DQG�SURIHVVLRQDO�OLDELOLW\�FODLPV��
ZRUNHUV¶�FRPSHQVDWLRQ�FODLPV�DQG�KHDOWKFDUH�DQG�GHQWDO�FODLPV��2XU�HVWLPDWHG�OLDELOLW\�IRU�VHOI�LQVXUHG�SURIHVVLRQDO�DQG�JHQHUDO�
OLDELOLW\�FODLPV�LV�EDVHG�RQ�D�QXPEHU�RI�IDFWRUV�LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV��WKH�QXPEHU�RI�DVVHUWHG�FODLPV�DQG�UHSRUWHG�LQFLGHQWV��
HVWLPDWHV�RI�ORVVHV�IRU�WKHVH�FODLPV�EDVHG�RQ�UHFHQW�DQG�KLVWRULFDO�VHWWOHPHQW�DPRXQWV��HVWLPDWH�RI�LQFXUUHG�EXW�QRW�UHSRUWHG�FODLPV�
EDVHG�RQ�KLVWRULFDO�H[SHULHQFH��DQG�HVWLPDWHV�RI�DPRXQWV�UHFRYHUDEOH�XQGHU�RXU�FRPPHUFLDO�LQVXUDQFH�SROLFLHV��$OO�UHOHYDQW�
LQIRUPDWLRQ��LQFOXGLQJ�RXU�RZQ�KLVWRULFDO�H[SHULHQFH�LV�XVHG�LQ�HVWLPDWLQJ�WKH�H[SHFWHG�DPRXQW�RI�FODLPV��:KLOH�ZH�FRQWLQXRXVO\�
PRQLWRU�WKHVH�IDFWRUV��RXU�XOWLPDWH�OLDELOLW\�IRU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�FRXOG�FKDQJH�PDWHULDOO\�IURP�RXU�FXUUHQW�
HVWLPDWHV�GXH�WR�LQKHUHQW�XQFHUWDLQWLHV�LQYROYHG�LQ�PDNLQJ�WKLV�HVWLPDWH��2XU�HVWLPDWHG�VHOI�LQVXUHG�UHVHUYHV�DUH�UHYLHZHG�DQG�
FKDQJHG��LI�QHFHVVDU\��DW�HDFK�UHSRUWLQJ�GDWH�DQG�FKDQJHV�DUH�UHFRJQL]HG�FXUUHQWO\�DV�DGGLWLRQDO�H[SHQVH�RU�DV�D�UHGXFWLRQ�RI�H[SHQVH��
,Q�DGGLWLRQ��ZH�DOVR���L��RZQ�FRPPHUFLDO�KHDOWK�LQVXUHUV�KHDGTXDUWHUHG�LQ�5HQR��1HYDGD��DQG�3XHUWR�5LFR�DQG���LL��PDLQWDLQ�VHOI�
LQVXUHG�HPSOR\HH�EHQHILWV�SURJUDPV�IRU�HPSOR\HH�KHDOWKFDUH�DQG�GHQWDO�FODLPV��7KH�XOWLPDWH�FRVWV�UHODWHG�WR�WKHVH�
SURJUDPV�RSHUDWLRQV�LQFOXGH�H[SHQVHV�IRU�FODLPV�LQFXUUHG�DQG�SDLG�LQ�DGGLWLRQ�WR�DQ�DFFUXDO�IRU�WKH�HVWLPDWHG�H[SHQVHV�LQFXUUHG�LQ�
FRQQHFWLRQ�ZLWK�FODLPV�LQFXUUHG�EXW�QRW�\HW�UHSRUWHG��*LYHQ�RXU�VLJQLILFDQW�LQVXUDQFH�UHODWHG�H[SRVXUH��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�
D�VKDUS�LQFUHDVH�LQ�WKH�QXPEHU�DQG�RU�VHYHULW\�RI�FODLPV�DVVHUWHG�DJDLQVW�XV�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�
RI�RSHUDWLRQV����

6HH�Note 8 to the Consolidated Financial Statements-Commitments and Contingencies��IRU�DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�
RXU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\��ZRUNHUV¶�FRPSHQVDWLRQ�OLDELOLW\�DQG�SURSHUW\�LQVXUDQFH����

/RQJ�/LYHG�$VVHWV���:H�UHYLHZ�RXU�ORQJ�OLYHG�DVVHWV�IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�
FDUU\LQJ�YDOXH�RI�WKHVH�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��7KH�DVVHVVPHQW�RI�SRVVLEOH�LPSDLUPHQW�LV�EDVHG�RQ�RXU�DELOLW\�WR�UHFRYHU�WKH�
FDUU\LQJ�YDOXH�RI�RXU�DVVHW�EDVHG�RQ�RXU�HVWLPDWH�RI�LWV�XQGLVFRXQWHG�IXWXUH�FDVK�IORZ��,I�WKH�DQDO\VLV�LQGLFDWHV�WKDW�WKH�FDUU\LQJ�YDOXH�
LV�QRW�UHFRYHUDEOH�IURP�IXWXUH�FDVK�IORZV��WKH�DVVHW�LV�ZULWWHQ�GRZQ�WR�LWV�HVWLPDWHG�IDLU�YDOXH�DQG�DQ�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG��
)DLU�YDOXHV�DUH�GHWHUPLQHG�EDVHG�RQ�HVWLPDWHG�IXWXUH�FDVK�IORZV�XVLQJ�DSSURSULDWH�GLVFRXQW�UDWHV��

*RRGZLOO�DQG�,QWDQJLEOH�$VVHWV��*RRGZLOO�DQG�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�DUH�UHYLHZHG�IRU�LPSDLUPHQW�DW�WKH�
UHSRUWLQJ�XQLW�OHYHO�RQ�DQ�DQQXDO�EDVLV�RU�VRRQHU�LI�WKH�LQGLFDWRUV�RI�LPSDLUPHQW�DULVH��2XU�MXGJPHQWV�UHJDUGLQJ�WKH�H[LVWHQFH�RI�
LPSDLUPHQW�LQGLFDWRUV�DUH�EDVHG�RQ�PDUNHW�FRQGLWLRQV�DQG�RSHUDWLRQDO�SHUIRUPDQFH�RI�HDFK�UHSRUWLQJ�XQLW���:H�KDYH�GHVLJQDWHG�
2FWREHU��VW�DV�RXU�DQQXDO�LPSDLUPHQW�DVVHVVPHQW�GDWH�IRU�RXU�JRRGZLOO�DQG�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV���

:H�SHUIRUPHG�DQ�LPSDLUPHQW�DVVHVVPHQW�DV�RI�2FWREHU���������ZKLFK�LQGLFDWHG�QR�LPSDLUPHQW�RI�JRRGZLOO���7KHUH�ZHUH�DOVR�
QR�JRRGZLOO�LPSDLUPHQWV�GXULQJ������RU���������

2XU� ����� DQG� ����� ILQDQFLDO� UHVXOWV� LQFOXGHG� DJJUHJDWH� SUH�WD[� SURYLVLRQV� IRU� DVVHW� LPSDLUPHQWV� RI� ����PLOOLRQ� DQG� ����
PLOOLRQ��UHVSHFWLYHO\��UHFRUGHG�LQ�FRQQHFWLRQ�ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&���³)RXQGDWLRQV´���ZKLFK�ZDV�DFTXLUHG�E\�XV�
LQ�������7KHVH�SUH�WD[�SURYLVLRQV� IRU� DVVHW� LPSDLUPHQWV� LQFOXGH�� �L�� D������PLOOLRQ� LPSDLUPHQW�SURYLVLRQ� WR�ZULWH�RII� WKH� FDUU\LQJ�
YDOXH�RI�WKH�)RXQGDWLRQV¶�WUDGHQDPH�LQWDQJLEOH�DVVHW������PLOOLRQ�UHFRUGHG�GXULQJ������DQG�����PLOOLRQ�UHFRUGHG�GXULQJ��������DQG��
�LL�� D� ���� PLOOLRQ� LPSDLUPHQW� SURYLVLRQ� UHFRUGHG� GXULQJ� ����� WR� UHGXFH� WKH� FDUU\LQJ� YDOXH� RI� UHDO� SURSHUW\� DVVHWV� RI� FHUWDLQ�
)RXQGDWLRQV¶�IDFLOLWLHV��3OHDVH�VHH�EHORZ�LQ�Provision for Asset Impairment-Foundations Recovery Network�IRU�DGGLWLRQDO�LQIRUPDWLRQ�����

)XWXUH�FKDQJHV�LQ�WKH�HVWLPDWHV�XVHG�WR�FRQGXFW�WKH�LPSDLUPHQW�UHYLHZ��LQFOXGLQJ�SURILWDELOLW\�DQG�PDUNHW�YDOXH�SURMHFWLRQV��
FRXOG�LQGLFDWH�LPSDLUPHQW�LQ�IXWXUH�SHULRGV�SRWHQWLDOO\�UHVXOWLQJ�LQ�D�ZULWH�RII�RI�D�SRUWLRQ�RU�DOO�RI�RXU�JRRGZLOO�RU�LQGHILQLWH�OLYHG�
LQWDQJLEOH�DVVHWV��

,QFRPH�7D[HV��'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�UHFRJQL]HG�IRU�WKH�DPRXQW�RI�WD[HV�SD\DEOH�RU�GHGXFWLEOH�LQ�IXWXUH�\HDUV�
DV�D�UHVXOW�RI�GLIIHUHQFHV�EHWZHHQ�WKH�WD[�EDVLV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�WKHLU�UHSRUWHG�DPRXQWV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��:H�



���

EHOLHYH�WKDW�IXWXUH�LQFRPH�ZLOO�HQDEOH�XV�WR�UHDOL]H�RXU�GHIHUUHG�WD[�DVVHWV�QHW�RI�UHFRUGHG�YDOXDWLRQ�DOORZDQFHV�UHODWLQJ�WR�VWDWH�DQG�
IRUHLJQ�QHW�RSHUDWLQJ�ORVV�FDUU\�IRUZDUGV��IRUHLJQ�WD[�FUHGLWV��DQG�LQWHUHVW�GHGXFWLRQ�OLPLWDWLRQV��

2Q�'HFHPEHU�����������WKH�3UHVLGHQW�RI�WKH�8QLWHG�6WDWHV�VLJQHG�LQWR�ODZ�FRPSUHKHQVLYH�WD[�OHJLVODWLRQ�FRPPRQO\�UHIHUUHG�
WR�DV�WKH�7D[�&XWV�DQG�-REV�$FW�RI�������WKH�³7&-$���´����7KH�7&-$����PDGH�EURDG�DQG�FRPSOH[�FKDQJHV�WR�WKH�8�6��WD[�FRGH��
LQFOXGLQJ��EXW�QRW�OLPLWHG�WR������UHGXFLQJ�WKH�8�6��IHGHUDO�FRUSRUDWH�WD[�UDWH�IURP����SHUFHQW�WR����SHUFHQW������UHTXLULQJ�FRPSDQLHV�WR�
SD\�D�RQH�WLPH�WUDQVLWLRQ�WD[�RQ�FHUWDLQ�XQUHSDWULDWHG�HDUQLQJV�RI�IRUHLJQ�VXEVLGLDULHV������JHQHUDOO\�HOLPLQDWLQJ�8�6��IHGHUDO�LQFRPH�
WD[HV�RQ�GLYLGHQGV�IURP�IRUHLJQ�VXEVLGLDULHV������UHTXLULQJ�FXUUHQW�LQFOXVLRQ�LQ�8�6��IHGHUDO�WD[DEOH�LQFRPH�RI�FHUWDLQ�HDUQLQJV�RI�
FRQWUROOHG�IRUHLJQ�FRUSRUDWLRQV�WKURXJK�WKH�LPSOHPHQWDWLRQ�RI�D�WHUULWRULDO�WD[�V\VWHP������FUHDWLQJ�D�QHZ�OLPLWDWLRQ�RQ�GHGXFWLEOH�
LQWHUHVW�H[SHQVH��DQG������OLPLWLQJ�FHUWDLQ�RWKHU�GHGXFWLRQV��:H�SURYLGHG�D�SURYLVLRQDO�HVWLPDWH�RI�WKH�HIIHFWV�RI�WKH�7&-$����LQ�WKH�
IRXUWK�TXDUWHU�RI������ILQDQFLDO�VWDWHPHQWV���,Q�WKH�IRXUWK�TXDUWHU�RI�������ZH�FRPSOHWHG�RXU�DQDO\VLV�WR�GHWHUPLQH�WKH�HIIHFWV�RI�WKH�
7&-$����LQ�DFFRUGDQFH�ZLWK�6WDII�$FFRXQWLQJ�%XOOHWLQ�1R������DV�IROORZV���

Reduction of U.S. federal corporate tax rate:  7KH�7&-$����UHGXFHV�WKH�FRUSRUDWH�WD[�UDWH�WR����SHUFHQW��HIIHFWLYH�-DQXDU\����
�������'HIHUUHG�LQFRPH�WD[HV�DUH�EDVHG�RQ�WKH�HVWLPDWHG�IXWXUH�WD[�HIIHFWV�RI�GLIIHUHQFHV�EHWZHHQ�WKH�ILQDQFLDO�VWDWHPHQW�FDUU\LQJ�
DPRXQWV�DQG�WKH�WD[�EDVLV�RI�DVVHWV�DQG�OLDELOLWLHV�XQGHU�WKH�SURYLVLRQV�RI�WKH�HQDFWHG�ODZV���)RU�FHUWDLQ�RI�RXU�GHIHUUHG�WD[�DVVHWV�DQG�
GHIHUUHG�WD[�OLDELOLWLHV��ZH�UHFRUGHG�D�SURYLVLRQDO�GHFUHDVH�RI�����PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��ZLWK�D�FRUUHVSRQGLQJ�QHW�
DGMXVWPHQW�WR�GHIHUUHG�WD[�EHQHILW�RI�����PLOOLRQ�IRU�WKH�\HDU�HQGHG�'HFHPEHU������������8SRQ�FRPSOHWLRQ�RI�RXU������8�6��&RUSRUDWH�
,QFRPH�7D[�5HWXUQ��DQ�LQFUHDVH�RI����PLOOLRQ�DWWULEXWDEOH�WR�FHUWDLQ�GHIHUUHG�WD[�DVVHWV�DQG�D�GHFUHDVH�RI����PLOOLRQ�DWWULEXWDEOH�WR�
FHUWDLQ�GHIHUUHG�WD[�OLDELOLWLHV�ZDV�UHFRUGHG�UHVXOWLQJ�LQ�DQ�DGGLWLRQDO�QHW�GHIHUUHG�WD[�EHQHILW�RI����PLOOLRQ���

Deemed Repatriation Transition Tax:��7KH�'HHPHG�5HSDWULDWLRQ�7UDQVLWLRQ�7D[��³7UDQVLWLRQ�7D[´��LV�D�WD[�RQ�SUHYLRXVO\�
XQWD[HG�DFFXPXODWHG�DQG�FXUUHQW�HDUQLQJV�DQG�SURILWV��³(	3´��RI�FHUWDLQ�RI�RXU�IRUHLJQ�VXEVLGLDULHV���7KH�RQH�WLPH�7UDQVLWLRQ�7D[�LV�
EDVHG�XSRQ�WKH�DPRXQW�RI�SRVW������(	3�RI�WKH�UHOHYDQW�VXEVLGLDULHV��WKH�DPRXQW�RI�QRQ�8�6��LQFRPH�WD[�SDLG�RQ�VXFK�HDUQLQJV��DV�
ZHOO�DV�RWKHU�IDFWRUV���:H�RULJLQDOO\�HVWLPDWHG�DQG�UHFRUGHG�D�SURYLVLRQDO�7UDQVLWLRQ�7D[�REOLJDWLRQ�RI�������PLOOLRQ���8SRQ�
FRPSOHWLRQ�RI�RXU������8�6��&RUSRUDWH�,QFRPH�7D[�5HWXUQ��WKH�ILQDO�7UDQVLWLRQ�7D[�LQFUHDVHG�E\����������IRU�D�WRWDO�RI�������
PLOOLRQ�����

:H�RSHUDWH�LQ�PXOWLSOH�MXULVGLFWLRQV�ZLWK�YDU\LQJ�WD[�ODZV��:H�DUH�VXEMHFW�WR�DXGLWV�E\�DQ\�RI�WKHVH�WD[LQJ�DXWKRULWLHV��2XU�
WD[�UHWXUQV�KDYH�EHHQ�H[DPLQHG�E\�WKH�,QWHUQDO�5HYHQXH�6HUYLFH�WKURXJK�WKH�\HDU�HQGHG�'HFHPEHU�����������:H�EHOLHYH�WKDW�DGHTXDWH�
DFFUXDOV�KDYH�EHHQ�SURYLGHG�IRU�IHGHUDO��IRUHLJQ�DQG�VWDWH�WD[HV��

6HH�Provision for Income Taxes and Effective Tax Rates�EHORZ�IRU�GLVFXVVLRQ�RI�RXU�HIIHFWLYH�WD[�UDWHV�GXULQJ�HDFK�RI�WKH�ODVW�
WKUHH�\HDUV��

5HFHQW�$FFRXQWLQJ�3URQRXQFHPHQWV���)RU�D�VXPPDU\�RI�UHFHQW�DFFRXQWLQJ�SURQRXQFHPHQWV��SOHDVH�VHH�Note 1 to the 
Consolidated Financial Statements-Accounting Standards�DV�LQFOXGHG�LQ�WKLV�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����
������



���

Results of Operations 

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�RXU�UHVXOWV�RI�RSHUDWLRQV��DQG�LV�XVHG�LQ�WKH�GLVFXVVLRQ�EHORZ��IRU�WKH�\HDUV�HQGHG�
'HFHPEHU����������������DQG�������GROODU�DPRXQWV�LQ�WKRXVDQGV���
�
� <HDU�(QGHG�'HFHPEHU����� ��
�� �� ����� �� � ����� �� �� ����� ��
�� ���� �� � � ��RI�1HW� �� � � �� � � ��RI�1HW� �� ���� �� � � ��RI�1HW� ��
�� �� $PRXQW� � � 5HYHQXHV� �� � $PRXQW� � � 5HYHQXHV� �� �� $PRXQW� � � 5HYHQXHV� ��
1HW�UHYHQXHV�EHIRUH�SURYLVLRQ�IRU�GRXEWIXO�
DFFRXQWV� ���� � � � �� � � � � � �� �� ��������������� � � �� ��
/HVV��3URYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� ���� � � � �� � � � � � �� �� ���� �������� � � �� ��
1HW�UHYHQXHV� ��������������� � � ������������������� � � ����������������������� � � ������
2SHUDWLQJ�FKDUJHV�� ������ � � � �� � � �� � � � �� �� ������ � � � �� ��

6DODULHV��ZDJHV�DQG�EHQHILWV� ���� ���������� � � ������ � ���������� � � ����������� ���������� � � �����
2WKHU�RSHUDWLQJ�H[SHQVHV� ���� ���������� � � ������ � ���������� � � ����������� ���������� � � �����
6XSSOLHV�H[SHQVH� ���� ���������� � � ������ � ���������� � � ����������� ���������� � � �����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ���� �������� � � ����� � �������� � � ���������� �������� � � ����
/HDVH�DQG�UHQWDO�H[SHQVH� ���� �������� � � ����� � �������� � � ���������� �������� � � ����

6XEWRWDO�RSHUDWLQJ�H[SHQVHV� ��������������� � � ������ � ���������� � � ����������� ���������� � � �����
,QFRPH�IURP�RSHUDWLRQV� ���� ���������� � � ������ � ���������� � � ����������� ���������� � � �����
,QWHUHVW�H[SHQVH��QHW� ���� �������� � � ����� � �������� � � ���������� �������� � � ����
2WKHU��LQFRPH��H[SHQVH��QHW� ���� ��������� � ������ � ��������� � ����������� �� � � ����
,QFRPH�EHIRUH�LQFRPH�WD[HV� ���� ���������� � � ����� � ���������� � � ���������� ���������� � � �����
3URYLVLRQ�IRU�LQFRPH�WD[HV� ���� �������� � � ����� � �������� � � ���������� �������� � � ����
1HW�LQFRPH� ���� �������� � � ����� � �������� � � ���������� �������� � � ����
/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�
���QRQFRQWUROOLQJ�LQWHUHVWV� ���� ������� � � ����� � ������� � � ���������� ������� � � ����
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6� ���� �������� � � ������ �������� � � ���������� �������� � � ����

Year Ended December 31, 2019 as compared to the Year Ended December 31, 2018: 

1HW�UHYHQXHV�LQFUHDVHG�������RU������PLOOLRQ��WR��������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR��������ELOOLRQ�GXULQJ�������7KH�
LQFUHDVH�ZDV�SULPDULO\�DWWULEXWDEOH�WR��

x� D������PLOOLRQ�RU������LQFUHDVH�LQ�QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�DFXWH�FDUH�DQG�EHKDYLRUDO�KHDOWK�FDUH�RSHUDWLRQV�
RZQHG�GXULQJ�ERWK�SHULRGV��ZKLFK�ZH�UHIHU�WR�DV�³VDPH�IDFLOLW\´���DQG��

x� ����PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�UHYHQXH�LQFUHDVHV�GXH�SULPDULO\�WR�WKH�UHYHQXHV�JHQHUDWHG�DW����EHKDYLRUDO�KHDOWK�
IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.��DFTXLUHG�GXULQJ�WKH�WKLUG�TXDUWHU�RI������LQ�FRQQHFWLRQ�ZLWK�RXU�DFTXLVLWLRQ�RI�7KH�'DQVKHOO�
*URXS���

,QFRPH�EHIRUH�LQFRPH�WD[HV�LQFUHDVHG�����PLOOLRQ�WR�������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR�������ELOOLRQ�GXULQJ�������7KH�
QHW�LQFUHDVH�LQ�RXU�LQFRPH�EHIRUH�LQFRPH�WD[HV�GXULQJ�������DV�FRPSDUHG�WR�������ZDV�GXH�WR�WKH�IROORZLQJ��

x� DQ�LQFUHDVH�RI����PLOOLRQ�DV�GLVFXVVHG�EHORZ�LQ�$FXWH�&DUH�+RVSLWDO�6HUYLFHV��

x� DQ�LQFUHDVH�RI�����PLOOLRQ�DV�GLVFXVVHG�EHORZ�LQ�%HKDYLRUDO�+HDOWK�6HUYLFHV��H[FOXGLQJ�WKH�DVVHW�LPSDLUPHQW�FKDUJHV�
UHFRUGHG�GXULQJ������DQG������UHODWHG�WR�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��//&��DV�GLVFXVVHG�EHORZ��

x� D�QHW�LQFUHDVH�RI�����PLOOLRQ�GXH�WR�D�IDYRUDEOH�FKDQJH�LQ�WKH�SUH�WD[�LQFUHDVHV�UHFRUGHG�GXULQJ������DQG������WR�WKH�
UHVHUYH�HVWDEOLVKHG�LQ�FRQQHFWLRQ�ZLWK�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�FHUWDLQ�RI�RXU�EHKDYLRUDO�
KHDOWK�FDUH�IDFLOLWLHV������PLOOLRQ�SUH�WD[�UHVHUYH�LQFUHDVH�UHFRUGHG�GXULQJ������DV�FRPSDUHG�WR�D������PLOOLRQ�SUH�WD[�
LQFUHDVH�UHFRUGHG�GXULQJ��������VHH�Item 3 – Legal Proceedings IRU�DGGLWLRQDO�GLVFORVXUH���

x� D�QHW�GHFUHDVH�RI�����PLOOLRQ�IURP�DQ�LQFUHDVH�LQ�WKH�DVVHW�LPSDLUPHQW�FKDUJHV�UHFRUGHG�GXULQJ�����������PLOOLRQ��DQG�
����������PLOOLRQ��LQ�FRQQHFWLRQ�ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��//&�ZKLFK�ZDV�DFTXLUHG�E\�XV�GXULQJ�������VHH�
Other Operating Results-Provision for Asset Impairment-Foundations Recovery Network�EHORZ�IRU�DGGLWLRQDO�GLVFORVXUH����

x� D�GHFUHDVH�RI����PLOOLRQ�UHVXOWLQJ�IURP�DQ�LQFUHDVH�LQ�LQWHUHVW�H[SHQVH��DV�GLVFXVVHG�EHORZ�LQ�Other Operating Results-
Interest Expense��DQG��



���

x� ����PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�GHFUHDVHV���
�
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6�LQFUHDVHG�����PLOOLRQ�WR������PLOOLRQ�GXULQJ������DV�FRPSDUHG�WR������PLOOLRQ�GXULQJ��������

7KH�LQFUHDVH�FRQVLVWHG�RI��

x� DQ�LQFUHDVH�RI�����PLOOLRQ�LQ�LQFRPH�EHIRUH�LQFRPH�WD[HV��DV�GLVFXVVHG�DERYH��

x� DQ�LQFUHDVH�RI����PLOOLRQ�GXH�WR�D�GHFUHDVH�LQ�WKH�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV��DQG��

x� D�GHFUHDVH�RI����PLOOLRQ�UHVXOWLQJ�IURP�D�QHW�LQFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�UHVXOWLQJ�SULPDULO\�IURP���L��DQ�
LQFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�GXH�WR�WKH�����PLOOLRQ�LQFUHDVH�LQ�SUH�WD[�LQFRPH���LL��D����PLOOLRQ�LQFUHDVH�LQ�
WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�UHFRUGHG�GXULQJ������UHVXOWLQJ�IURP�WKH�QHW�HVWLPDWHG�IHGHUDO�DQG�VWDWH�LQFRPH�WD[HV�GXH�
RQ�WKH�SRUWLRQ�RI�WKH�UHVHUYH�HVWDEOLVKHG�LQ�FRQQHFWLRQ�ZLWK�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�FHUWDLQ�
RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�WKDW�LV�HVWLPDWHG�WR�EH�QRQ�GHGXFWLEOH�IRU�LQFRPH�WD[�SXUSRVHV��SDUWLDOO\�RIIVHW�E\��
�LLL��D�GHFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�RI�����PLOOLRQ�UHVXOWLQJ�IURP�RXU�DGRSWLRQ�RI�$68���������ZKLFK�
GHFUHDVHG�RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�E\�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�������DV�FRPSDUHG�WR�D�GHFUHDVH�RI�
DSSUR[LPDWHO\����PLOOLRQ�GXULQJ��������3OHDVH�VHH�DGGLWLRQDO�GLVFORVXUH�EHORZ�LQ�Other Operating Results-Provision for 
Income Taxes and Effective Tax Rates.�

Year Ended December 31, 2018 as compared to the Year Ended December 31, 2017: 

1HW�UHYHQXHV�LQFUHDVHG������RU������PLOOLRQ�WR��������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR��������ELOOLRQ�GXULQJ�������7KH�
LQFUHDVH�ZDV�SULPDULO\�DWWULEXWDEOH�WR��

x� D������PLOOLRQ�RU������LQFUHDVH�LQ�QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�DFXWH�FDUH�DQG�EHKDYLRUDO�KHDOWK�FDUH�RSHUDWLRQV�RQ�D�
VDPH�IDFLOLW\�EDVLV��DQG��

x� ���PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�UHYHQXH�GHFUHDVHV���

,QFRPH�EHIRUH�LQFRPH�WD[HV�GHFUHDVHG������PLOOLRQ�WR�������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR�������ELOOLRQ�GXULQJ�������7KH�
QHW�GHFUHDVH�LQ�RXU�LQFRPH�EHIRUH�LQFRPH�WD[HV�GXULQJ�������DV�FRPSDUHG�WR�������ZDV�GXH�WR�WKH�IROORZLQJ��

x� DQ�LQFUHDVH�RI�����PLOOLRQ�DV�GLVFXVVHG�EHORZ�LQ�$FXWH�&DUH�+RVSLWDO�6HUYLFHV��

x� D�GHFUHDVH�RI����PLOOLRQ�DV�GLVFXVVHG�EHORZ�LQ�%HKDYLRUDO�+HDOWK�6HUYLFHV��H[FOXGLQJ�WKH�����PLOOLRQ�LQWDQJLEOH�DVVHW�
LPSDLUPHQW�FKDUJH�UHFRUGHG�GXULQJ�������DV�GLVFXVVHG�EHORZ���

x� D�GHFUHDVH�RI������PLOOLRQ�GXH�WR�DQ�LQFUHDVH�UHFRUGHG�GXULQJ������WR�WKH�UHVHUYH�HVWDEOLVKHG�LQ�FRQQHFWLRQ�ZLWK�WKH�FLYLO�
DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�FHUWDLQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��SOHDVH�VHH�Item 3 – Legal 
Proceedings IRU�DGGLWLRQDO�GLVFORVXUH����

x� D�GHFUHDVH�RI�����PLOOLRQ�IURP�DQ�LQWDQJLEOH�DVVHW��WUDGHQDPH��LPSDLUPHQW�FKDUJH�UHFRUGHG�GXULQJ������LQ�FRQQHFWLRQ�
ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��//&�ZKLFK�ZDV�DFTXLUHG�E\�XV�GXULQJ�������VHH�DGGLWLRQDO�GLVFORVXUH�EHORZ�LQ�
Other Operating Results-Provision for Asset Impairment-Foundations Recovery Network)���

x� D�GHFUHDVH�RI�����PLOOLRQ�UHVXOWLQJ�IURP�DQ�LQFUHDVH�LQ�LQWHUHVW�H[SHQVH��DV�GLVFXVVHG�EHORZ�LQ�Other Operating Results-
Interest Expense��DQG��

x� ���PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�GHFUHDVHV���
�
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6�LQFUHDVHG�����PLOOLRQ�WR������PLOOLRQ�GXULQJ������DV�FRPSDUHG�WR������PLOOLRQ�GXULQJ��������

7KH�LQFUHDVH�FRQVLVWHG�RI��

x� D�GHFUHDVH�RI������PLOOLRQ�LQ�LQFRPH�EHIRUH�LQFRPH�WD[HV��DV�GLVFXVVHG�DERYH��

x� DQ�LQFUHDVH�RI����PLOOLRQ�GXH�WR�D�GHFUHDVH�LQ�WKH�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV��DQG��

x� DQ�LQFUHDVH�RI������PLOOLRQ�UHVXOWLQJ�IURP�D�QHW�GHFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�UHVXOWLQJ�SULPDULO\�IURP���L���D�
GHFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�UHVXOWLQJ�IURP�WKH�����PLOOLRQ�GHFUHDVH�LQ�SUH�WD[�LQFRPH���LL��D�GHFUHDVH�LQ�WKH�
SURYLVLRQ�IRU�LQFRPH�WD[HV�GXULQJ������UHVXOWLQJ�IURP�WKH�7D[�&XWV�DQG�-REV�$FW�RI������ZKLFK��DPRQJ�RWKHU�WKLQJV��
UHGXFHG�WKH�8�6��IHGHUDO�FRUSRUDWH�WD[�UDWH�IURP�����WR�������LLL��D�GHFUHDVH�UHVXOWLQJ�IURP�DQ�����PLOOLRQ�LQFUHDVH�LQ�WKH�
SURYLVLRQ�IRU�LQFRPH�WD[HV�UHFRUGHG�GXULQJ������GXH�WR�WKH�UHSDWULDWLRQ�WD[�LQFXUUHG�SXUVXDQW�WR�WKH�7D[�&XWV�DQG�-REV�
$FW�RI�������LQ�FRQQHFWLRQ�ZLWK�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.���SDUWLDOO\�RIIVHW�E\���LY��DQ�
LQFUHDVH�UHVXOWLQJ�IURP�D�����PLOOLRQ�GHFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�UHFRUGHG�GXULQJ������GXH�WR�D�UHGXFWLRQ�



���

LQ�RXU�QHW�GHIHUUHG�LQFRPH�WD[�OLDELOLW\�UHVXOWLQJ�IURP�D�ORZHU�IHGHUDO�LQFRPH�WD[�UDWH�EHJLQQLQJ�-DQXDU\���������SXUVXDQW�
WR�WKH�7D[�&XWV�DQG�-REV�$FW�RI�������DQG���Y��D�����PLOOLRQ�LQFUHDVH�WR�RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�GXH�WR�DQ�
XQIDYRUDEOH�FKDQJH�UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�$68����������ZKLFK�GHFUHDVHG�RXU�SURYLVLRQ�IRU�
LQFRPH�WD[HV�E\����PLOOLRQ�GXULQJ������DV�FRPSDUHG�WR�����PLOOLRQ�GXULQJ�������

Acute Care Hospital Services 

Year Ended December 31, 2019 as compared to the Year Ended December 31, 2018: 

$FXWH�&DUH�+RVSLWDO�6HUYLFHV�6DPH�)DFLOLW\�%DVLV�

:H�EHOLHYH�WKDW�SURYLGLQJ�RXU�UHVXOWV�RQ�D�³6DPH�)DFLOLW\´�EDVLV��ZKLFK�LV�D�QRQ�*$$3�PHDVXUH���ZKLFK�LQFOXGHV�WKH�
RSHUDWLQJ�UHVXOWV�IRU�IDFLOLWLHV�DQG�EXVLQHVVHV�RSHUDWHG�LQ�ERWK�WKH�FXUUHQW�\HDU�DQG�SULRU�\HDU�SHULRGV��LV�KHOSIXO�WR�RXU�LQYHVWRUV�DV�D�
PHDVXUH�RI�RXU�RSHUDWLQJ�SHUIRUPDQFH��2XU�6DPH�)DFLOLW\�UHVXOWV�DOVR�QHXWUDOL]H��LI�DSSOLFDEOH��WKH�HIIHFW�RI�LWHPV�WKDW�DUH�QRQ�
RSHUDWLRQDO�LQ�QDWXUH�LQFOXGLQJ�LWHPV�VXFK�DV��EXW�QRW�OLPLWHG�WR��JDLQV�ORVVHV�RQ�VDOHV�RI�DVVHWV�DQG�EXVLQHVVHV��LPSDFWV�RI�VHWWOHPHQWV��
OHJDO�MXGJPHQWV�DQG�ODZVXLWV��LPSDLUPHQWV�RI�ORQJ�OLYHG�DQG�LQWDQJLEOH�DVVHWV�DQG�RWKHU�DPRXQWV�WKDW�PD\�EH�UHIOHFWHG�LQ�WKH�FXUUHQW�
RU�SULRU�\HDU�ILQDQFLDO�VWDWHPHQWV�WKDW�UHODWH�WR�SULRU�SHULRGV���

2XU�6DPH�)DFLOLW\�EDVLV�UHVXOWV�UHIOHFWHG�RQ�WKH�WDEOHV�EHORZ�DOVR�H[FOXGH�IURP�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV��
SURYLGHU�WD[�DVVHVVPHQWV�LQFXUUHG�LQ�HDFK�SHULRG�DV�GLVFXVVHG�EHORZ�Sources of Revenue-Various State Medicaid Supplemental 
Payment Programs.�+RZHYHU��WKHVH�SURYLGHU�WD[�DVVHVVPHQWV�DUH�LQFOXGHG�LQ�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�DV�UHIOHFWHG�LQ�
WKH�WDEOH�EHORZ�XQGHU�All Acute Care Hospital Services��7KH�SURYLGHU�WD[�DVVHVVPHQWV�KDG�QR�LPSDFW�RQ�WKH�LQFRPH�EHIRUH�LQFRPH�
WD[HV�DV�UHIOHFWHG�RQ�WKH�WDEOHV�EHORZ�VLQFH�WKH�DPRXQWV�RIIVHW�EHWZHHQ�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV��7R�REWDLQ�D�
FRPSOHWH�XQGHUVWDQGLQJ�RI�RXU�ILQDQFLDO�SHUIRUPDQFH��WKH�6DPH�)DFLOLW\�UHVXOWV�VKRXOG�EH�H[DPLQHG�LQ�FRQQHFWLRQ�ZLWK�RXU�QHW�LQFRPH�
DV�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�*$$3�DQG�DV�SUHVHQWHG�LQ�WKH�FRQGHQVHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�QRWHV�WKHUHWR�DV�
FRQWDLQHG�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�����

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�RXU�DFXWH�FDUH�KRVSLWDO�VHUYLFHV�RQ�D�VDPH�IDFLOLW\�EDVLV�DQG�LV�XVHG�
LQ�WKH�GLVFXVVLRQV�EHORZ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������GROODU�DPRXQWV�LQ�WKRXVDQGV���
�

�� � <HDU�(QGHG� �� � <HDU�(QGHG� ��
�� � 'HFHPEHU���������� �� � 'HFHPEHU���������� ��
�� � � �� � � ��RI�1HW� �� � � �� �� �� ��RI�1HW� ��
�� � $PRXQW� � � 5HYHQXHV� �� � $PRXQW� �� �� 5HYHQXHV� ��

1HW�UHYHQXHV� � � ���������� � � ������� �� ���������������� ������
2SHUDWLQJ�FKDUJHV�� � � �� � � � �� � � �� �������� ��

6DODULHV��ZDJHV�DQG�EHQHILWV� � � ���������� � � ������ � ���������������� �����
2WKHU�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ������ � ���������������� �����
6XSSOLHV�H[SHQVH� � � ���������� � � ������ � �������������� �����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � � �������� � � ����� � �������������� ����
/HDVH�DQG�UHQWDO�H[SHQVH� � � ������� � � ����� � ������������� ����

6XEWRWDO�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ������ � ���������������� �����
,QFRPH�IURP�RSHUDWLRQV� � � �������� � � ������ � �������������� �����

,QWHUHVW�H[SHQVH��QHW� � � ������ � � ����� � ������������ ����
2WKHU��LQFRPH��H[SHQVH��QHW� � � ����� � ����� � ������������� ����

,QFRPH�EHIRUH�LQFRPH�WD[HV� � � �������� � � ������ �� �������������� �����

2Q�D�VDPH�IDFLOLW\�EDVLV�GXULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�IURP�RXU�DFXWH�FDUH�VHUYLFHV�LQFUHDVHG������PLOOLRQ�RU�
������,QFRPH�EHIRUH�LQFRPH�WD[HV�LQFUHDVHG����PLOOLRQ�RU����WR������PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ������DV�FRPSDUHG�WR�
�����PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ�������

,QSDWLHQW�DGPLVVLRQV�WR�RXU�DFXWH�FDUH�KRVSLWDOV�RZQHG�GXULQJ�ERWK�\HDUV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������
ZKLOH�SDWLHQW�GD\V�LQFUHDVHG�������$GMXVWHG�DGPLVVLRQV��DGMXVWHG�IRU�RXWSDWLHQW�DFWLYLW\��LQFUHDVHG������DQG�DGMXVWHG�SDWLHQW�GD\V�
LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������7KH�DYHUDJH�OHQJWK�RI�LQSDWLHQW�VWD\�DW�WKHVH�IDFLOLWLHV�ZDV�����GD\V�GXULQJ������
DQG�����GD\V�GXULQJ�������7KH�RFFXSDQF\�UDWH��EDVHG�RQ�WKH�DYHUDJH�DYDLODEOH�EHGV�DW�WKHVH�IDFLOLWLHV��ZDV�����GXULQJ������DQG�����
GXULQJ�������2Q�D�VDPH�IDFLOLW\�EDVLV��QHW�UHYHQXH�SHU�DGMXVWHG�DGPLVVLRQ�DW�WKHVH�IDFLOLWLHV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�
WR�������DQG�QHW�UHYHQXH�SHU�DGMXVWHG�SDWLHQW�GD\�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������



���

���$OO�$FXWH�&DUH�+RVSLWDO�6HUYLFHV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�DOO�RXU�DFXWH�FDUH�RSHUDWLRQV�GXULQJ������DQG�������7KHVH�DPRXQWV�
LQFOXGH���L��RXU�DFXWH�FDUH�UHVXOWV�RQ�D�VDPH�IDFLOLW\�EDVLV��DV�LQGLFDWHG�DERYH���LL��WKH�LPSDFW�RI�SURYLGHU�WD[�DVVHVVPHQWV�ZKLFK�
LQFUHDVHG�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�EXW�KDG�QR�LPSDFW�RQ�LQFRPH�EHIRUH�LQFRPH�WD[HV��DQG���LLL��FHUWDLQ�RWKHU�
DPRXQWV�LQFOXGLQJ��LI�DSSOLFDEOH��WKH�UHVXOWV�RI�UHFHQWO\�DFTXLUHG�RSHQHG�DQFLOODU\�EXVLQHVVHV��'ROODU�DPRXQWV�EHORZ�DUH�UHIOHFWHG�LQ�
WKRXVDQGV��
�

�� � <HDU�(QGHG� �� � <HDU�(QGHG� ��
�� � 'HFHPEHU���������� �� � 'HFHPEHU���������� ��
�� � � �� � � ��RI�1HW� �� � � �� �� �� ��RI�1HW� ��
�� � $PRXQW� � � 5HYHQXHV� �� � $PRXQW� �� �� 5HYHQXHV� ��

1HW�UHYHQXHV� � � ���������� � � ������� �� ���������������� ������
2SHUDWLQJ�FKDUJHV�� � � �� � � � �� � � �� �������� ��

6DODULHV��ZDJHV�DQG�EHQHILWV� � � ���������� � � ������ � ���������������� �����
2WKHU�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ������ � ���������������� �����
6XSSOLHV�H[SHQVH� � � ���������� � � ������ � �������������� �����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � � �������� � � ����� � �������������� ����
/HDVH�DQG�UHQWDO�H[SHQVH� � � ������� � � ����� � ������������� ����

6XEWRWDO�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ������ � ���������������� �����
,QFRPH�IURP�RSHUDWLRQV� � � �������� � � ������ � �������������� �����

,QWHUHVW�H[SHQVH��QHW� � � ������ � � ����� � ������������ ����
2WKHU��LQFRPH��H[SHQVH��QHW� � � ����� � ����� � ������������� ����

,QFRPH�EHIRUH�LQFRPH�WD[HV� � � �������� � � ������ �� �������������� �����

'XULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�DFXWH�FDUH�KRVSLWDO�VHUYLFHV�LQFUHDVHG������PLOOLRQ�RU������
WR�������ELOOLRQ�GXH�SULPDULO\�WR���L��D������PLOOLRQ��RU�������LQFUHDVH�VDPH�IDFLOLW\�UHYHQXHV��DV�GLVFXVVHG�DERYH��DQG���LL��RWKHU�
FRPELQHG�QHW�LQFUHDVH�RI�����PLOOLRQ�GXH�SULPDULO\�WR�LQFUHDVHG�SURYLGHU�WD[�DVVHVVPHQWV�LQFXUUHG�GXULQJ������DV�FRPSDUHG�WR����������

�
,QFRPH�EHIRUH�LQFRPH�WD[HV�LQFUHDVHG����PLOOLRQ�WR������PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ������DV�FRPSDUHG�WR������

PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ��������7KH�LQFUHDVH�UHVXOWHG�IURP�WKH����PLOOLRQ�LQFUHDVH�LQ�LQFRPH�EHIRUH�LQFRPH�WD[HV�IURP�
RXU�DFXWH�FDUH�KRVSLWDO�VHUYLFHV��RQ�D�VDPH�IDFLOLW\�EDVLV��DV�GLVFXVVHG�DERYH��SDUWLDOO\�RIIVHW�E\����PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�
XQIDYRUDEOH�FKDQJHV����

Year Ended December 31, 2018 as compared to the Year Ended December 31, 2017: 

$FXWH�&DUH�+RVSLWDO�6HUYLFHV�6DPH�)DFLOLW\�%DVLV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�RXU�DFXWH�FDUH�KRVSLWDO�VHUYLFHV�RQ�D�VDPH�IDFLOLW\�EDVLV�DQG�LV�XVHG�
LQ�WKH�GLVFXVVLRQV�EHORZ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������GROODU�DPRXQWV�LQ�WKRXVDQGV���
�

�� � <HDU�(QGHG� �� �� <HDU�(QGHG� ��
�� � 'HFHPEHU���������� �� �� 'HFHPEHU���������� ��
�� � � �� � � ��RI�1HW� �� �� �� �� ���� ��RI�1HW� ��
�� � $PRXQW� � � 5HYHQXHV� �� �� $PRXQW� ���� 5HYHQXHV� ��
1HW�UHYHQXHV�EHIRUH�SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� � � � � � �� ���� ��������������� �� ��
/HVV��3URYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� � � � � � �� ���� ������������� �� ��
1HW�UHYHQXHV� � � ���������� � � ���������� ��������������� ������
2SHUDWLQJ�FKDUJHV��

6DODULHV��ZDJHV�DQG�EHQHILWV� � � ���������� � � ��������� ��������������� �����
2WKHU�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ��������� ��������������� �����
6XSSOLHV�H[SHQVH� � � �������� � � ��������� ������������� �����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � � �������� � � �������� ������������� ����
/HDVH�DQG�UHQWDO�H[SHQVH� � � ������� � � �������� ������������ ����

6XEWRWDO�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ��������� ��������������� �����
,QFRPH�IURP�RSHUDWLRQV� � � �������� � � ��������� ������������� �����

,QWHUHVW�H[SHQVH��QHW� � � ������ � � �������� ����������� ����
�������2WKHU��LQFRPH��H[SHQVH��QHW� � � �������� � �������� ������� ����
,QFRPH�EHIRUH�LQFRPH�WD[HV� � � �������� � � ��������� ������������ � �����



���

2Q�D�VDPH�IDFLOLW\�EDVLV�GXULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�IURP�RXU�DFXWH�FDUH�VHUYLFHV�LQFUHDVHG������PLOOLRQ�RU�
������,QFRPH�EHIRUH�LQFRPH�WD[HV�LQFUHDVHG�����PLOOLRQ�RU����WR������PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ������DV�FRPSDUHG�WR�
�����PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ�������

,QSDWLHQW�DGPLVVLRQV�WR�RXU�DFXWH�FDUH�KRVSLWDOV�RZQHG�GXULQJ�ERWK�\HDUV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������
ZKLOH�SDWLHQW�GD\V�LQFUHDVHG�������$GMXVWHG�DGPLVVLRQV��DGMXVWHG�IRU�RXWSDWLHQW�DFWLYLW\��LQFUHDVHG������DQG�DGMXVWHG�SDWLHQW�GD\V�
LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������7KH�DYHUDJH�OHQJWK�RI�LQSDWLHQW�VWD\�DW�WKHVH�IDFLOLWLHV�ZDV�����GD\V�GXULQJ������
DQG�����GD\V�GXULQJ�������7KH�RFFXSDQF\�UDWH��EDVHG�RQ�WKH�DYHUDJH�DYDLODEOH�EHGV�DW�WKHVH�IDFLOLWLHV��ZDV�����GXULQJ������DQG�����
GXULQJ�������2Q�D�VDPH�IDFLOLW\�EDVLV��QHW�UHYHQXH�SHU�DGMXVWHG�DGPLVVLRQ�DW�WKHVH�IDFLOLWLHV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�
WR�������DQG�QHW�UHYHQXH�SHU�DGMXVWHG�SDWLHQW�GD\�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������

���$OO�$FXWH�&DUH�+RVSLWDO�6HUYLFHV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�DOO�RXU�DFXWH�FDUH�RSHUDWLRQV�GXULQJ������DQG�������7KHVH�DPRXQWV�
LQFOXGH���L��RXU�DFXWH�FDUH�UHVXOWV�RQ�D�VDPH�IDFLOLW\�EDVLV��DV�LQGLFDWHG�DERYH���LL��WKH�LPSDFW�RI�WKH�LPSOHPHQWDWLRQ�RI�(+5�
DSSOLFDWLRQV�DW�RXU�DFXWH�FDUH�KRVSLWDOV��EHJLQQLQJ�LQ�������WKH�(+5�LPSDFW�LV�LQFOXGHG�LQ�RXU�VDPH�IDFLOLW\�UHVXOWV�DV�ZHOO�DV�DOO�DFXWH�
FDUH�KRVSLWDOV����LLL��WKH�LPSDFW�RI�SURYLGHU�WD[�DVVHVVPHQWV�ZKLFK�LQFUHDVHG�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�EXW�KDG�QR�
LPSDFW�RQ�LQFRPH�EHIRUH�LQFRPH�WD[HV��DQG���LY��FHUWDLQ�RWKHU�DPRXQWV�WKDW�ZHUH�LQFOXGHG�LQ�RXU�UHVXOWV�RI�RSHUDWLRQV�WKDW�UHODWH�WR�
SULRU�\HDUV��DV�GLVFXVVHG�EHORZ��'ROODU�DPRXQWV�EHORZ�DUH�UHIOHFWHG�LQ�WKRXVDQGV��

�
�

�
�� � <HDU�(QGHG� �� �� <HDU�(QGHG� ��
�� � 'HFHPEHU���������� �� �� 'HFHPEHU���������� ��
�� � � �� � � ��RI�1HW� �� �� �� �� ���� ��RI�1HW� ��
�� � $PRXQW� � � 5HYHQXHV� �� �� $PRXQW� ���� 5HYHQXHV� ��
1HW�UHYHQXHV�EHIRUH�SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� � � � � � �� ���� ��������������� �� ��
/HVV��3URYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� � � � � � �� ���� ������������� �� ��
1HW�UHYHQXHV� � � ���������� � � ���������� ��������������� ������
2SHUDWLQJ�FKDUJHV�� � � �� � � � �� ������ ����� �� ��

6DODULHV��ZDJHV�DQG�EHQHILWV� � � ���������� � � ��������� ��������������� �����
2WKHU�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ��������� ��������������� �����
6XSSOLHV�H[SHQVH� � � �������� � � ��������� ������������� �����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � � �������� � � �������� ������������� ����
/HDVH�DQG�UHQWDO�H[SHQVH� � � ������� � � �������� ������������ ����

6XEWRWDO�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ��������� ��������������� �����
,QFRPH�IURP�RSHUDWLRQV� � � �������� � � ��������� ������������� �����

,QWHUHVW�H[SHQVH��QHW� � � ������ � � �������� ����������� ����
�������2WKHU��LQFRPH��H[SHQVH��QHW� � � �������� � �������� ������� ����
,QFRPH�EHIRUH�LQFRPH�WD[HV� � � �������� � � ��������� ������������ � �����
�
'XULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�DFXWH�FDUH�KRVSLWDO�VHUYLFHV�LQFUHDVHG������PLOOLRQ�RU������

WR�������ELOOLRQ�GXH�SULPDULO\�WR���L��D������PLOOLRQ��RU�������LQFUHDVH�VDPH�IDFLOLW\�UHYHQXHV��DV�GLVFXVVHG�DERYH��DQG���LL��RWKHU�
FRPELQHG�QHW�GHFUHDVH�RI�����PLOOLRQ�GXH�SULPDULO\�WR�����PLOOLRQ�RI�UHYHQXHV�UHFHLYHG�GXULQJ������LQ�FRQQHFWLRQ�ZLWK�0HGLFDLG�
VHWWOHPHQWV�UHODWHG�WR�SULRU�\HDUV�����

�
,QFRPH�EHIRUH�LQFRPH�WD[HV�LQFUHDVHG�����PLOOLRQ�WR������PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ������DV�FRPSDUHG�WR������

PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ�������
�
,QFOXGHG�LQ�WKHVH�UHVXOWV�DUH�WKH�IROORZLQJ��

x� WKH�����PLOOLRQ�LQFUHDVH�LQ�LQFRPH�EHIRUH�LQFRPH�WD[HV�IURP�RXU�DFXWH�FDUH�KRVSLWDO�VHUYLFHV��RQ�D�VDPH�IDFLOLW\�EDVLV��DV�
GLVFXVVHG�DERYH��DQG��

x� RWKHU�FRPELQHG�QHW�LQFUHDVH�RI�����PLOOLRQ�UHVXOWLQJ�SULPDULO\�IURP���L��WKH�XQIDYRUDEOH�FKDQJH�FDXVHG�E\�WKH�LQFRPH�
UHFRUGHG�GXULQJ������LQ�FRQQHFWLRQ�ZLWK�0HGLFDLG�VHWWOHPHQWV�UHODWLQJ�WR�SULRU�\HDUV������PLOOLRQ���RIIVHW�E\�WKH�IROORZLQJ�
IDYRUDEOH�FKDQJHV���LL��WKH�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�H[SHQVH�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�LPSOHPHQWDWLRQ�RI�(+5�
DSSOLFDWLRQV�DW�RXU�DFXWH�FDUH�KRVSLWDOV��WKLV�H[SHQVH��ZKLFK�DPRXQWHG�WR�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�������ZDV�
H[FOXGHG�IURP�RXU�VDPH�IDFLOLW\�EDVLV�UHVXOWV�SULRU�WR�-DQXDU\����������KRZHYHU��WKH�LPSDFW�LV�LQFOXGHG�LQ�RXU�VDPH�IDFLOLW\�
EDVLV�UHVXOWV�WKHUHDIWHU�VLQFH�WKH�DPRXQW�QR�ORQJHU�PDWHULDOO\�LPSDFWV�RXU�UHVXOWV�RI�RSHUDWLRQV���DQG���LLL��LQFUHDVHG�



���

SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�H[SHQVH�UHODWLQJ�WR�SULRU�\HDUV�WKDW�ZDV�UHFRUGHG�GXULQJ�������EDVHG�XSRQ�D�UHVHUYH�DQDO\VLV�
����PLOOLRQ���

Behavioral Health Care Services 

Year Ended December 31, 2019 as compared to the Year Ended December 31, 2018 

%HKDYLRUDO�+HDOWK�&DUH�6HUYLFHV�6DPH�)DFLOLW\�%DVLV�
2XU�6DPH�)DFLOLW\�EDVLV�UHVXOWV��ZKLFK�LV�D�QRQ�*$$3�PHDVXUH���ZKLFK�LQFOXGH�WKH�RSHUDWLQJ�UHVXOWV�IRU�IDFLOLWLHV�DQG�

EXVLQHVVHV�RSHUDWHG�LQ�ERWK�WKH�FXUUHQW�\HDU�DQG�SULRU�\HDU�SHULRG��QHXWUDOL]H��LI�DSSOLFDEOH��WKH�HIIHFW�RI�LWHPV�WKDW�DUH�QRQ�RSHUDWLRQDO�
LQ�QDWXUH�LQFOXGLQJ�LWHPV�VXFK�DV��EXW�QRW�OLPLWHG�WR��JDLQV�ORVVHV�RQ�VDOHV�RI�DVVHWV�DQG�EXVLQHVVHV��LPSDFW�RI�WKH�UHVHUYH�HVWDEOLVKHG�LQ�
FRQQHFWLRQ�ZLWK�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�FHUWDLQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��LPSDFWV�RI�
VHWWOHPHQWV��OHJDO�MXGJPHQWV�DQG�ODZVXLWV��LPSDLUPHQWV�RI�ORQJ�OLYHG�DQG�LQWDQJLEOH�DVVHWV�DQG�RWKHU�DPRXQWV�WKDW�PD\�EH�UHIOHFWHG�LQ�
WKH�FXUUHQW�RU�SULRU�\HDU�ILQDQFLDO�VWDWHPHQWV�WKDW�UHODWH�WR�SULRU�SHULRGV��2XU�6DPH�)DFLOLW\�EDVLV�UHVXOWV�UHIOHFWHG�RQ�WKH�WDEOH�EHORZ�
DOVR�H[FOXGHV�IURP�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV��SURYLGHU�WD[�DVVHVVPHQWV�LQFXUUHG�LQ�HDFK�SHULRG�DV�GLVFXVVHG�EHORZ�
Sources of Revenue-Various State Medicaid Supplemental Payment Programs.�+RZHYHU��WKHVH�SURYLGHU�WD[�DVVHVVPHQWV�DUH�LQFOXGHG�
LQ�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�DV�UHIOHFWHG�LQ�WKH�WDEOH�EHORZ�XQGHU�All Behavioral Health Care Services��7KH�SURYLGHU�
WD[�DVVHVVPHQWV�KDG�QR�LPSDFW�RQ�WKH�LQFRPH�EHIRUH�LQFRPH�WD[HV�DV�UHIOHFWHG�RQ�WKH�WDEOHV�EHORZ�VLQFH�WKH�DPRXQWV�RIIVHW�EHWZHHQ�
QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV��7R�REWDLQ�D�FRPSOHWH�XQGHUVWDQGLQJ�RI�RXU�ILQDQFLDO�SHUIRUPDQFH��WKH�6DPH�)DFLOLW\�UHVXOWV�
VKRXOG�EH�H[DPLQHG�LQ�FRQQHFWLRQ�ZLWK�RXU�QHW�LQFRPH�DV�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�*$$3�DQG�DV�SUHVHQWHG�LQ�WKH�FRQGHQVHG�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�QRWHV�WKHUHWR�DV�FRQWDLQHG�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.����

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV��RQ�D�VDPH�IDFLOLW\�EDVLV��DQG�LV�
XVHG�LQ�WKH�GLVFXVVLRQV�EHORZ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������GROODU�DPRXQWV�LQ�WKRXVDQGV���
�

�� � <HDU�(QGHG� �� �� <HDU�(QGHG� ��
�� � 'HFHPEHU���������� �� �� 'HFHPEHU���������� ��
�� � � �� � � ��RI�1HW� �� �� �� �� ���� ��RI�1HW� ��
�� � $PRXQW� � � 5HYHQXHV� �� �� $PRXQW� ���� 5HYHQXHV� ��
1HW�UHYHQXHV� � � ���������� � � ���������� ��������������� ������
2SHUDWLQJ�FKDUJHV�� � � �� � � � �� ������ ����� ��

6DODULHV��ZDJHV�DQG�EHQHILWV� � � ���������� � � ��������� ��������������� �����
2WKHU�RSHUDWLQJ�H[SHQVHV� � � �������� � � ��������� ������������� �����
6XSSOLHV�H[SHQVH� � � �������� � � �������� ������������� ����
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � � �������� � � �������� ������������� ����
/HDVH�DQG�UHQWDO�H[SHQVH� � � ������� � � �������� ������������ ����

6XEWRWDO�RSHUDWLQJ�H[SHQVHV� � � ���������� � � ��������� ��������������� �����
,QFRPH�IURP�RSHUDWLRQV� � � ���������� � � ��������� ������������� �����

,QWHUHVW�H[SHQVH��QHW� � � ������ � � �������� ����������� ����
2WKHU��LQFRPH��H[SHQVH��QHW� � � ������ � �������� ����������� ����

,QFRPH�EHIRUH�LQFRPH�WD[HV� � � ���������� � � ��������� ������������� �����

2Q�D�VDPH�IDFLOLW\�EDVLV�GXULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV�
LQFUHDVHG������PLOOLRQ�RU������WR�������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR�������ELOOLRQ�GXULQJ�������,QFRPH�EHIRUH�LQFRPH�WD[HV�
LQFUHDVHG�����PLOOLRQ�RU����WR�������ELOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ������DV�FRPSDUHG�WR������PLOOLRQ�RU�������RI�QHW�
UHYHQXHV�GXULQJ�������

,QSDWLHQW�DGPLVVLRQV�WR�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�RZQHG�GXULQJ�ERWK�\HDUV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�
WR�������ZKLOH�SDWLHQW�GD\V�LQFUHDVHG�������$GMXVWHG�DGPLVVLRQV�LQFUHDVHG������DQG�DGMXVWHG�SDWLHQW�GD\V�LQFUHDVHG������GXULQJ�
������DV�FRPSDUHG�WR�������7KH�DYHUDJH�OHQJWK�RI�LQSDWLHQW�VWD\�DW�WKHVH�IDFLOLWLHV�ZHUH������GD\V�DQG������GD\V�GXULQJ������DQG�������
UHVSHFWLYHO\��7KH�RFFXSDQF\�UDWH��EDVHG�RQ�WKH�DYHUDJH�DYDLODEOH�EHGV�DW�WKHVH�IDFLOLWLHV��ZHUH�����GXULQJ�HDFK�RI������DQG��������2Q�
D�VDPH�IDFLOLW\�EDVLV��QHW�UHYHQXH�SHU�DGMXVWHG�DGPLVVLRQ�DW�WKHVH�IDFLOLWLHV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������DQG�QHW�
UHYHQXH�SHU�DGMXVWHG�SDWLHQW�GD\�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������

'XULQJ�������DV�FRPSDUHG�WR�ORQJHU�WHUP�KLVWRULFDO�WUHQGV��DGPLVVLRQ�JURZWK�VORZHG��LQ�SDUW��GXH�WR�ODERU�VKRUWDJHV�LQ�VHOHFWHG�
JHRJUDSKLHV�ZKLFK�UHGXFHG�RXU�DELOLW\�WR�IXOO\�PHHW�WKH�GHPDQG�RI�SDWLHQWV�HOLJLEOH�IRU�DGPLVVLRQ���



���

�

$OO�%HKDYLRUDO�+HDOWK�&DUH�6HUYLFHV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�DOO�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV�GXULQJ������DQG�������7KHVH�
DPRXQWV�LQFOXGH���L��RXU�EHKDYLRUDO�KHDOWK�FDUH�UHVXOWV�RQ�D�VDPH�IDFLOLW\�EDVLV��DV�LQGLFDWHG�DERYH���LL��WKH�LPSDFW�RI�SURYLGHU�WD[�
DVVHVVPHQWV�ZKLFK�LQFUHDVHG�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�EXW�KDG�QR�LPSDFW�RQ�LQFRPH�EHIRUH�LQFRPH�WD[HV���LLL��
SURYLVLRQ�IRU�DVVHW�LPSDLUPHQWV�UHFRUGHG�GXULQJ������DQG������LQ�FRQQHFWLRQ�ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&���DQG��
�LY��FHUWDLQ�RWKHU�DPRXQWV�LQFOXGLQJ�WKH�UHVXOWV�RI�IDFLOLWLHV�DFTXLUHG�RU�RSHQHG�GXULQJ�WKH�SDVW�\HDU�DV�ZHOO�DV�WKH�UHVXOWV�RI�FHUWDLQ�
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Operating Results-Provision for Asset Impairment-Foundations Recovery Network�EHORZ�IRU�DGGLWLRQDO�GLVFORVXUH���DQG���

x� RWKHU�FRPELQHG�QHW�LQFUHDVH�RI����PLOOLRQ�LQFOXGLQJ�D����PLOOLRQ�JDLQ�RQ�DVVHW�GLVSRVDO�UHFRUGLQJ�GXULQJ���������
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Year Ended December 31, 2018 as compared to the Year Ended December 31, 2017 

%HKDYLRUDO�+HDOWK�&DUH�6HUYLFHV�6DPH�)DFLOLW\�%DVLV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV��RQ�D�VDPH�IDFLOLW\�EDVLV��DQG�LV�
XVHG�LQ�WKH�GLVFXVVLRQV�EHORZ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������GROODU�DPRXQWV�LQ�WKRXVDQGV���
�
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2Q�D�VDPH�IDFLOLW\�EDVLV�GXULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV�
LQFUHDVHG������PLOOLRQ�RU������WR�������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR�������ELOOLRQ�GXULQJ�������,QFRPH�EHIRUH�LQFRPH�WD[HV�
GHFUHDVHG�����PLOOLRQ�RU����WR������PLOOLRQ�RU�������RI�QHW�UHYHQXHV�GXULQJ������DV�FRPSDUHG�WR�������ELOOLRQ�RU�������RI�QHW�
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,QSDWLHQW�DGPLVVLRQV�WR�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�RZQHG�GXULQJ�ERWK�\HDUV�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�
WR�������ZKLOH�SDWLHQW�GD\V�LQFUHDVHG�������$GMXVWHG�DGPLVVLRQV�LQFUHDVHG������DQG�DGMXVWHG�SDWLHQW�GD\V�LQFUHDVHG������GXULQJ�
������DV�FRPSDUHG�WR�������7KH�DYHUDJH�OHQJWK�RI�LQSDWLHQW�VWD\�DW�WKHVH�IDFLOLWLHV�ZHUH������GD\V�DQG������GD\V�GXULQJ������DQG�������
UHVSHFWLYHO\��7KH�RFFXSDQF\�UDWH��EDVHG�RQ�WKH�DYHUDJH�DYDLODEOH�EHGV�DW�WKHVH�IDFLOLWLHV��ZHUH�����DQG�����GXULQJ������DQG�������
UHVSHFWLYHO\���2Q�D�VDPH�IDFLOLW\�EDVLV��QHW�UHYHQXH�SHU�DGMXVWHG�DGPLVVLRQ�DW�WKHVH�IDFLOLWLHV�ZDV�XQFKDQJHG�GXULQJ�������DV�FRPSDUHG�
WR�������DQG�QHW�UHYHQXH�SHU�DGMXVWHG�SDWLHQW�GD\�LQFUHDVHG������GXULQJ�������DV�FRPSDUHG�WR�������
�
$OO�%HKDYLRUDO�+HDOWK�&DUH�6HUYLFHV�

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�RSHUDWLRQV�IRU�DOO�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV�GXULQJ������DQG�������7KHVH�
DPRXQWV�LQFOXGH���L��RXU�EHKDYLRUDO�KHDOWK�FDUH�UHVXOWV�RQ�D�VDPH�IDFLOLW\�EDVLV��DV�LQGLFDWHG�DERYH���LL��WKH�LPSDFW�RI�SURYLGHU�WD[�
DVVHVVPHQWV�ZKLFK�LQFUHDVHG�QHW�UHYHQXHV�DQG�RWKHU�RSHUDWLQJ�H[SHQVHV�EXW�KDG�QR�LPSDFW�RQ�LQFRPH�EHIRUH�LQFRPH�WD[HV���LLL��DQ�
LQWDQJLEOH�DVVHW�LPSDLUPHQW�FKDUJH�UHFRUGHG�GXULQJ������LQ�FRQQHFWLRQ�ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&���DQG���LY��FHUWDLQ�
RWKHU�DPRXQWV�LQFOXGLQJ�WKH�UHVXOWV�RI�IDFLOLWLHV�DFTXLUHG�RU�RSHQHG�GXULQJ�WKH�SDVW�\HDU�DV�ZHOO�DV�WKH�UHVXOWV�RI�FHUWDLQ�IDFLOLWLHV�WKDW�
ZHUH�FORVHG�RU�UHVWUXFWXUHG�GXULQJ�WKH�SDVW�\HDU��'ROODU�DPRXQWV�EHORZ�DUH�UHIOHFWHG�LQ�WKRXVDQGV��
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'XULQJ�������DV�FRPSDUHG�WR�������QHW�UHYHQXHV�JHQHUDWHG�IURP�RXU�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV�LQFUHDVHG������PLOOLRQ��RU�
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'DQVKHOO�*URXS��DFTXLUHG�GXULQJ�WKH�WKLUG�TXDUWHU�RI�������DQG�WKH�UHYHQXHV�JHQHUDWHG�IURP�WKH�DFTXLVLWLRQ�RI�D�����EHG�EHKDYLRUDO�
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x� D�����PLOOLRQ�GHFUHDVH�DW�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�RQ�D�VDPH�IDFLOLW\�EDVLV��DV�GLVFXVVHG�DERYH��

x� D�GHFUHDVH�RI�����PLOOLRQ�IURP�DQ�LQWDQJLEOH�DVVHW��WUDGHQDPH��LPSDLUPHQW�FKDUJH�UHFRUGHG�GXULQJ������LQ�FRQQHFWLRQ�
ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��//&�ZKLFK�ZDV�DFTXLUHG�E\�XV�GXULQJ��������

x� D�����PLOOLRQ�LQFUHDVH�GXH�WR�WKH�IROORZLQJ�XQIDYRUDEOH�DPRXQWV�UHFRUGHG�GXULQJ��������L��D�SULRU�\HDU�0HGLFDLG�
GLVSURSRUWLRQDWH�VKDUHV�KRVSLWDO�UHYHQXH�DGMXVWPHQW�UHODWHG�WR�D�FHUWDLQ�VWDWH�����PLOOLRQ���DQG���LL��LQFUHDVHG�SURIHVVLRQDO�
DQG�JHQHUDO�OLDELOLW\�H[SHQVH�UHODWHG�WR�SULRU�\HDUV��EDVHG�XSRQ�D�UHVHUYH�DQDO\VLV�����PLOOLRQ���DQG����

x� RWKHU�FRPELQHG�QHW�GHFUHDVH�RI����PLOOLRQ�FRQVLVWLQJ�SULPDULO\�RI�WKH�ORVVHV�LQFXUUHG�DW�FHUWDLQ�EHKDYLRUDO�KHDOWK�FDUH�
IDFLOLWLHV�WKDW�KDYH�UHVWUXFWXUHG�RU�FORVHG�GXULQJ�WKH�SDVW�\HDU����

Sources of Revenue 

2YHUYLHZ��:H�UHFHLYH�SD\PHQWV�IRU�VHUYLFHV�UHQGHUHG�IURP�SULYDWH�LQVXUHUV��LQFOXGLQJ�PDQDJHG�FDUH�SODQV��WKH�IHGHUDO�
JRYHUQPHQW�XQGHU�WKH�0HGLFDUH�SURJUDP��VWDWH�JRYHUQPHQWV�XQGHU�WKHLU�UHVSHFWLYH�0HGLFDLG�SURJUDPV�DQG�GLUHFWO\�IURP�SDWLHQWV��

+RVSLWDO�UHYHQXHV�GHSHQG�XSRQ�LQSDWLHQW�RFFXSDQF\�OHYHOV��WKH�PHGLFDO�DQG�DQFLOODU\�VHUYLFHV�DQG�WKHUDS\�SURJUDPV�RUGHUHG�
E\�SK\VLFLDQV�DQG�SURYLGHG�WR�SDWLHQWV��WKH�YROXPH�RI�RXWSDWLHQW�SURFHGXUHV�DQG�WKH�FKDUJHV�RU�QHJRWLDWHG�SD\PHQW�UDWHV�IRU�VXFK�
VHUYLFHV��&KDUJHV�DQG�UHLPEXUVHPHQW�UDWHV�IRU�LQSDWLHQW�URXWLQH�VHUYLFHV�YDU\�GHSHQGLQJ�RQ�WKH�W\SH�RI�VHUYLFHV�SURYLGHG��H�J���
PHGLFDO�VXUJLFDO��LQWHQVLYH�FDUH�RU�EHKDYLRUDO�KHDOWK��DQG�WKH�JHRJUDSKLF�ORFDWLRQ�RI�WKH�KRVSLWDO��,QSDWLHQW�RFFXSDQF\�OHYHOV�IOXFWXDWH�
IRU�YDULRXV�UHDVRQV��PDQ\�RI�ZKLFK�DUH�EH\RQG�RXU�FRQWURO��7KH�SHUFHQWDJH�RI�SDWLHQW�VHUYLFH�UHYHQXH�DWWULEXWDEOH�WR�RXWSDWLHQW�
VHUYLFHV�KDV�JHQHUDOO\�LQFUHDVHG�LQ�UHFHQW�\HDUV��SULPDULO\�DV�D�UHVXOW�RI�DGYDQFHV�LQ�PHGLFDO�WHFKQRORJ\�WKDW�DOORZ�PRUH�VHUYLFHV�WR�EH�
SURYLGHG�RQ�DQ�RXWSDWLHQW�EDVLV��DV�ZHOO�DV�LQFUHDVHG�SUHVVXUH�IURP�0HGLFDUH��0HGLFDLG�DQG�SULYDWH�LQVXUHUV�WR�UHGXFH�KRVSLWDO�VWD\V�
DQG�SURYLGH�VHUYLFHV��ZKHUH�SRVVLEOH��RQ�D�OHVV�H[SHQVLYH�RXWSDWLHQW�EDVLV��:H�EHOLHYH�WKDW�RXU�H[SHULHQFH�ZLWK�UHVSHFW�WR�RXU�
LQFUHDVHG�RXWSDWLHQW�OHYHOV�PLUURUV�WKH�JHQHUDO�WUHQG�RFFXUULQJ�LQ�WKH�KHDOWK�FDUH�LQGXVWU\�DQG�ZH�DUH�XQDEOH�WR�SUHGLFW�WKH�UDWH�RI�
JURZWK�DQG�UHVXOWLQJ�LPSDFW�RQ�RXU�IXWXUH�UHYHQXHV��
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3DWLHQWV�DUH�JHQHUDOO\�QRW�UHVSRQVLEOH�IRU�DQ\�GLIIHUHQFH�EHWZHHQ�FXVWRPDU\�KRVSLWDO�FKDUJHV�DQG�DPRXQWV�UHLPEXUVHG�IRU�
VXFK�VHUYLFHV�XQGHU�0HGLFDUH��0HGLFDLG��VRPH�SULYDWH�LQVXUDQFH�SODQV��DQG�PDQDJHG�FDUH�SODQV��EXW�DUH�UHVSRQVLEOH�IRU�VHUYLFHV�QRW�
FRYHUHG�E\�VXFK�SODQV��H[FOXVLRQV��GHGXFWLEOHV�RU�FR�LQVXUDQFH�IHDWXUHV�RI�WKHLU�FRYHUDJH��7KH�DPRXQW�RI�VXFK�H[FOXVLRQV��GHGXFWLEOHV�
DQG�FR�LQVXUDQFH�KDV�JHQHUDOO\�EHHQ�LQFUHDVLQJ�HDFK�\HDU��,QGLFDWLRQV�IURP�UHFHQW�IHGHUDO�DQG�VWDWH�OHJLVODWLRQ�DUH�WKDW�WKLV�WUHQG�ZLOO�
FRQWLQXH��&ROOHFWLRQ�RI�DPRXQWV�GXH�IURP�LQGLYLGXDOV�LV�W\SLFDOO\�PRUH�GLIILFXOW�WKDQ�IURP�JRYHUQPHQWDO�RU�EXVLQHVV�SD\HUV�ZKLFK�
XQIDYRUDEO\�LPSDFWV�WKH�FROOHFWDELOLW\�RI�RXU�SDWLHQW�DFFRXQWV��

6RXUFHV�RI�5HYHQXHV�DQG�+HDOWK�&DUH�5HIRUP��*LYHQ�LQFUHDVLQJ�EXGJHW�GHILFLWV��WKH�IHGHUDO�JRYHUQPHQW�DQG�PDQ\�VWDWHV�
DUH�FXUUHQWO\�FRQVLGHULQJ�DGGLWLRQDO�ZD\V�WR�OLPLW�LQFUHDVHV�LQ�OHYHOV�RI�0HGLFDUH�DQG�0HGLFDLG�IXQGLQJ��ZKLFK�FRXOG�DOVR�DGYHUVHO\�
DIIHFW�IXWXUH�SD\PHQWV�UHFHLYHG�E\�RXU�KRVSLWDOV��,Q�DGGLWLRQ��WKH�XQFHUWDLQW\�DQG�ILVFDO�SUHVVXUHV�SODFHG�XSRQ�WKH�IHGHUDO�JRYHUQPHQW�
DV�D�UHVXOW�RI��DPRQJ�RWKHU�WKLQJV��HFRQRPLF�UHFRYHU\�VWLPXOXV�SDFNDJHV��UHVSRQVHV�WR�QDWXUDO�GLVDVWHUV��DQG�WKH�IHGHUDO�EXGJHW�GHILFLW�
LQ�JHQHUDO�PD\�DIIHFW�WKH�DYDLODELOLW\�RI�IHGHUDO�IXQGV�WR�SURYLGH�DGGLWLRQDO�UHOLHI�LQ�WKH�IXWXUH��:H�DUH�XQDEOH�WR�SUHGLFW�WKH�HIIHFW�RI�
IXWXUH�SROLF\�FKDQJHV�RQ�RXU�RSHUDWLRQV��

2Q�0DUFK�����������3UHVLGHQW�2EDPD�VLJQHG�LQWR�ODZ�WKH�3DWLHQW�3URWHFWLRQ�DQG�$IIRUGDEOH�&DUH�$FW��WKH�³/HJLVODWLRQ´���
7KH�+HDOWKFDUH�DQG�(GXFDWLRQ�5HFRQFLOLDWLRQ�$FW�RI�������WKH�³5HFRQFLOLDWLRQ�$FW´���ZKLFK�FRQWDLQV�D�QXPEHU�RI�DPHQGPHQWV�WR�WKH�
/HJLVODWLRQ��ZDV�VLJQHG�LQWR�ODZ�RQ�0DUFK�����������7ZR�SULPDU\�JRDOV�RI�WKH�/HJLVODWLRQ��FRPELQHG�ZLWK�WKH�5HFRQFLOLDWLRQ�$FW�
�FROOHFWLYHO\�UHIHUUHG�WR�DV�WKH�³/HJLVODWLRQ´���DUH�WR�SURYLGH�IRU�LQFUHDVHG�DFFHVV�WR�FRYHUDJH�IRU�KHDOWKFDUH�DQG�WR�UHGXFH�KHDOWKFDUH�
UHODWHG�H[SHQVHV��

7KH�/HJLVODWLRQ�UHYLVHV�UHLPEXUVHPHQW�XQGHU�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�WR�HPSKDVL]H�WKH�HIILFLHQW�GHOLYHU\�RI�
KLJK�TXDOLW\�FDUH�DQG�FRQWDLQV�D�QXPEHU�RI�LQFHQWLYHV�DQG�SHQDOWLHV�XQGHU�WKHVH�SURJUDPV�WR�DFKLHYH�WKHVH�JRDOV��7KH�/HJLVODWLRQ�
SURYLGHV�IRU�GHFUHDVHV�LQ�WKH�DQQXDO�PDUNHW�EDVNHW�XSGDWH�IRU�IHGHUDO�ILVFDO�\HDUV������WKURXJK�������D�SURGXFWLYLW\�RIIVHW�WR�WKH�
PDUNHW�EDVNHW�XSGDWH�EHJLQQLQJ�2FWREHU���������IRU�0HGLFDUH�3DUW�%�UHLPEXUVDEOH�LWHPV�DQG�VHUYLFHV�DQG�EHJLQQLQJ�2FWREHU���������
IRU�0HGLFDUH�LQSDWLHQW�KRVSLWDO�VHUYLFHV��7KH�/HJLVODWLRQ�DQG�VXEVHTXHQW�UHYLVLRQV�SURYLGH�IRU�UHGXFWLRQV�WR�ERWK�0HGLFDUH�'6+�DQG�
0HGLFDLG�'6+�SD\PHQWV��7KH�0HGLFDUH�'6+�UHGXFWLRQV�EHJDQ�LQ�2FWREHU�������ZKLOH�WKH�0HGLFDLG�'6+�UHGXFWLRQV�DUH�VFKHGXOHG�WR�
EHJLQ�LQ�������7KH�/HJLVODWLRQ�LPSOHPHQWV�D�YDOXH�EDVHG�SXUFKDVLQJ�SURJUDP��ZKLFK�ZLOO�UHZDUG�WKH�GHOLYHU\�RI�HIILFLHQW�FDUH��
&RQYHUVHO\��FHUWDLQ�IDFLOLWLHV�ZLOO�UHFHLYH�UHGXFHG�UHLPEXUVHPHQW�IRU�IDLOLQJ�WR�PHHW�TXDOLW\�SDUDPHWHUV��VXFK�KRVSLWDOV�ZLOO�LQFOXGH�
WKRVH�ZLWK�H[FHVVLYH�UHDGPLVVLRQ�RU�KRVSLWDO�DFTXLUHG�FRQGLWLRQ�UDWHV��

$������8�6��6XSUHPH�&RXUW�UXOLQJ�OLPLWHG�WKH�IHGHUDO�JRYHUQPHQW¶V�DELOLW\�WR�H[SDQG�KHDOWK�LQVXUDQFH�FRYHUDJH�E\�KROGLQJ�
XQFRQVWLWXWLRQDO�VHFWLRQV�RI�WKH�/HJLVODWLRQ�WKDW�VRXJKW�WR�ZLWKGUDZ�IHGHUDO�IXQGLQJ�IRU�VWDWH�QRQFRPSOLDQFH�ZLWK�FHUWDLQ�0HGLFDLG�
FRYHUDJH�UHTXLUHPHQWV��3XUVXDQW�WR�WKDW�GHFLVLRQ��WKH�IHGHUDO�JRYHUQPHQW�PD\�QRW�SHQDOL]H�VWDWHV�WKDW�FKRRVH�QRW�WR�SDUWLFLSDWH�LQ�WKH�
0HGLFDLG�H[SDQVLRQ�E\�UHGXFLQJ�WKHLU�H[LVWLQJ�0HGLFDLG�IXQGLQJ��7KHUHIRUH��VWDWHV�FDQ�FKRRVH�WR�H[SDQG�RU�QRW�WR�H[SDQG�WKHLU�
0HGLFDLG�SURJUDP�ZLWKRXW�ULVNLQJ�WKH�ORVV�RI�IHGHUDO�0HGLFDLG�IXQGLQJ��$V�D�UHVXOW��PDQ\�VWDWHV��LQFOXGLQJ�7H[DV��KDYH�QRW�H[SDQGHG�
WKHLU�0HGLFDLG�SURJUDPV�ZLWKRXW�WKH�WKUHDW�RI�ORVV�RI�IHGHUDO�IXQGLQJ��&06�KDV�JUDQWHG��DQG�LV�H[SHFWHG�WR�JUDQW�DGGLWLRQDO��VHFWLRQ�
�����GHPRQVWUDWLRQ�ZDLYHUV�SURYLGLQJ�IRU�ZRUN�DQG�FRPPXQLW\�HQJDJHPHQW�UHTXLUHPHQWV�IRU�FHUWDLQ�0HGLFDLG�HOLJLEOH�LQGLYLGXDOV��
&06�KDV�DOVR�UHOHDVHG�JXLGDQFH�WR�VWDWHV�LQWHUHVWHG�LQ�UHFHLYLQJ�WKHLU�0HGLFDLG�IXQGLQJ�WKURXJK�D�EORFN�JUDQW�PHFKDQLVP��,W�LV�
DQWLFLSDWHG�WKLV�ZLOO�OHDG�WR�UHGXFWLRQV�LQ�FRYHUDJH��DQG�OLNHO\�LQFUHDVHV�LQ�XQFRPSHQVDWHG�FDUH��LQ�VWDWHV�ZKHUH�WKHVH�GHPRQVWUDWLRQ�
ZDLYHUV�DUH�JUDQWHG��

2Q�'HFHPEHU�����������D�7H[DV�)HGHUDO�'LVWULFW�&RXUW�GHHPHG�WKH�/HJLVODWLRQ�WR�EH�XQFRQVWLWXWLRQDO�LQ�LWV�HQWLUHW\��7KH�
&RXUW�FRQFOXGHG�WKDW�WKH�,QGLYLGXDO�0DQGDWH�LV�QR�ORQJHU�SHUPLVVLEOH�XQGHU�&RQJUHVV¶V�WD[LQJ�SRZHU�DV�D�UHVXOW�RI�WKH�7D[�&XW�DQG�
-REV�$FW�RI�������³7&-$´��UHGXFLQJ�WKH�LQGLYLGXDO�PDQGDWH¶V�WD[�WR�����L�H���LW�QR�ORQJHU�SURGXFHV�UHYHQXH��ZKLFK�LV�DQ�HVVHQWLDO�
IHDWXUH�RI�D�WD[���UHQGHULQJ�WKH�/HJLVODWLRQ�XQFRQVWLWXWLRQDO���7KH�FRXUW�DOVR�KHOG�WKDW�EHFDXVH�WKH�LQGLYLGXDO�PDQGDWH�LV�³HVVHQWLDO´�WR�
WKH�/HJLVODWLRQ�DQG�LV�LQVHYHUDEOH�IURP�WKH�UHVW�RI�WKH�ODZ��WKH�HQWLUH�/HJLVODWLRQ�LV�XQFRQVWLWXWLRQDO��%HFDXVH�WKH�FRXUW�LVVXHG�D�
GHFODUDWRU\�MXGJPHQW�DQG�GLG�QRW�HQMRLQ�WKH�ODZ��WKH�/HJLVODWLRQ�UHPDLQV�LQ�SODFH�SHQGLQJ�LWV�DSSHDO���7KH�'LVWULFW�&RXUW�IRU�WKH�
1RUWKHUQ�'LVWULFW�RI�7H[DV�UXOLQJ�ZDV�DSSHDOHG�WR�WKH�8�6��&RXUW�RI�$SSHDOV�IRU�WKH�)LIWK�&LUFXLW��2Q�'HFHPEHU�����������WKH��WK�
&LUFXLW�&RXUW�RI�$SSHDOV¶�WKUHH�MXGJH�SDQHO�YRWHG�����WR�VWULNH�GRZQ�WKH�/HJLVODWLRQ�LQGLYLGXDO�PDQGDWH�DV�XQFRQVWLWXWLRQDO��7KH��WK�
&LUFXLW�&RXUW�DOVR�VHQW�WKH�FDVH�EDFN�WR�WKH�7H[DV�GLVWULFW�FRXUW�WR�GHWHUPLQH�ZKLFK�/HJLVODWLRQ�SURYLVLRQV�VKRXOG�EH�VWULFNHQ�ZLWK�WKH�
PDQGDWH�RU�ZKHWKHU�WKH�HQWLUH�/HJLVODWLRQ�LV�XQFRQVWLWXWLRQDO��,W�LV�OLNHO\�WKLV�PDWWHU�ZLOO�XOWLPDWHO\�EH�DSSHDOHG�WR�WKH�8QLWHG�6WDWHV�
6XSUHPH�&RXUW��:H�DUH�XQDEOH�WR�SUHGLFW�WKH�ILQDO�RXWFRPH�RI�WKLV�OHJDO�FKDOOHQJH�DQG�LWV�ILQDQFLDO�LPSDFW�RQ�RXU�IXWXUH�UHVXOWV�RI�
RSHUDWLRQ��

7KH�YDULRXV�SURYLVLRQV�LQ�WKH�/HJLVODWLRQ�WKDW�GLUHFWO\�RU�LQGLUHFWO\�DIIHFW�0HGLFDUH�DQG�0HGLFDLG�UHLPEXUVHPHQW�DUH�
VFKHGXOHG�WR�WDNH�HIIHFW�RYHU�D�QXPEHU�RI�\HDUV��7KH�LPSDFW�RI�WKH�/HJLVODWLRQ�RQ�KHDOWKFDUH�SURYLGHUV�ZLOO�EH�VXEMHFW�WR�LPSOHPHQWLQJ�
UHJXODWLRQV��LQWHUSUHWLYH�JXLGDQFH�DQG�SRVVLEOH�IXWXUH�OHJLVODWLRQ�RU�OHJDO�FKDOOHQJHV��&HUWDLQ�/HJLVODWLRQ�SURYLVLRQV��VXFK�DV�WKDW�
FUHDWLQJ�WKH�0HGLFDUH�6KDUHG�6DYLQJV�3URJUDP�FUHDWHV�XQFHUWDLQW\�LQ�KRZ�KHDOWKFDUH�PD\�EH�UHLPEXUVHG�E\�IHGHUDO�SURJUDPV�LQ�WKH�



���

IXWXUH��7KXV��ZH�FDQQRW�SUHGLFW�WKH�LPSDFW�RI�WKH�/HJLVODWLRQ�RQ�RXU�IXWXUH�UHLPEXUVHPHQW�DW�WKLV�WLPH�DQG�ZH�FDQ�SURYLGH�QR�
DVVXUDQFH�WKDW�WKH�/HJLVODWLRQ�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��

7KH�/HJLVODWLRQ�DOVR�FRQWDLQHG�SURYLVLRQV�DLPHG�DW�UHGXFLQJ�IUDXG�DQG�DEXVH�LQ�KHDOWKFDUH��7KH�/HJLVODWLRQ�DPHQGV�VHYHUDO�
H[LVWLQJ�ODZV��LQFOXGLQJ�WKH�IHGHUDO�$QWL�.LFNEDFN�6WDWXWH�DQG�WKH�)DOVH�&ODLPV�$FW��PDNLQJ�LW�HDVLHU�IRU�JRYHUQPHQW�DJHQFLHV�DQG�
SULYDWH�SODLQWLIIV�WR�SUHYDLO�LQ�ODZVXLWV�EURXJKW�DJDLQVW�KHDOWKFDUH�SURYLGHUV��:KLOH�&RQJUHVV�KDG�SUHYLRXVO\�UHYLVHG�WKH�LQWHQW�
UHTXLUHPHQW�RI�WKH�$QWL�.LFNEDFN�6WDWXWH�WR�SURYLGH�WKDW�D�SHUVRQ�LV�QRW�UHTXLUHG�WR�³KDYH�DFWXDO�NQRZOHGJH�RU�VSHFLILF�LQWHQW�WR�
FRPPLW�D�YLRODWLRQ�RI´�WKH�$QWL�.LFNEDFN�6WDWXWH�LQ�RUGHU�WR�EH�IRXQG�LQ�YLRODWLRQ�RI�VXFK�ODZ��WKH�/HJLVODWLRQ�DOVR�SURYLGHV�WKDW�DQ\�
FODLPV�IRU�LWHPV�RU�VHUYLFHV�WKDW�YLRODWH�WKH�$QWL�.LFNEDFN�6WDWXWH�DUH�DOVR�FRQVLGHUHG�IDOVH�FODLPV�IRU�SXUSRVHV�RI�WKH�IHGHUDO�FLYLO�
)DOVH�&ODLPV�$FW��7KH�/HJLVODWLRQ�SURYLGHV�WKDW�D�KHDOWKFDUH�SURYLGHU�WKDW�UHWDLQV�DQ�RYHUSD\PHQW�LQ�H[FHVV�RI����GD\V�LV�VXEMHFW�WR�WKH�
IHGHUDO�FLYLO�)DOVH�&ODLPV�$FW��7KH�/HJLVODWLRQ�DOVR�H[SDQGV�WKH�5HFRYHU\�$XGLW�&RQWUDFWRU�SURJUDP�WR�0HGLFDLG��7KHVH�DPHQGPHQWV�
DOVR�PDNH�LW�HDVLHU�IRU�VHYHUH�ILQHV�DQG�SHQDOWLHV�WR�EH�LPSRVHG�RQ�KHDOWKFDUH�SURYLGHUV�WKDW�YLRODWH�DSSOLFDEOH�ODZV�DQG�UHJXODWLRQV��

:H�KDYH�SDUWQHUHG�ZLWK�ORFDO�SK\VLFLDQV�LQ�WKH�RZQHUVKLS�RI�FHUWDLQ�RI�RXU�IDFLOLWLHV��7KHVH�LQYHVWPHQWV�KDYH�EHHQ�SHUPLWWHG�
XQGHU�DQ�H[FHSWLRQ�WR�WKH�SK\VLFLDQ�VHOI�UHIHUUDO�ODZ��7KH�/HJLVODWLRQ�SHUPLWV�H[LVWLQJ�SK\VLFLDQ�LQYHVWPHQWV�LQ�D�KRVSLWDO�WR�FRQWLQXH�
XQGHU�D�³JUDQGIDWKHU´�FODXVH�LI�WKH�DUUDQJHPHQW�VDWLVILHV�FHUWDLQ�UHTXLUHPHQWV�DQG�UHVWULFWLRQV��EXW�SK\VLFLDQV�DUH�SURKLELWHG�IURP�
LQFUHDVLQJ�WKH�DJJUHJDWH�SHUFHQWDJH�RI�WKHLU�RZQHUVKLS�LQ�WKH�KRVSLWDO��7KH�/HJLVODWLRQ�DOVR�LPSRVHV�FHUWDLQ�FRPSOLDQFH�DQG�GLVFORVXUH�
UHTXLUHPHQWV�XSRQ�H[LVWLQJ�SK\VLFLDQ�RZQHG�KRVSLWDOV�DQG�UHVWULFWV�WKH�DELOLW\�RI�SK\VLFLDQ�RZQHG�KRVSLWDOV�WR�H[SDQG�WKH�FDSDFLW\�RI�
WKHLU�IDFLOLWLHV���$V�GLVFXVVHG�EHORZ��VKRXOG�WKH�/HJLVODWLRQ�EH�UHSHDOHG�LQ�LWV�HQWLUHW\��WKLV�DVSHFW�RI�WKH�/HJLVODWLRQ�ZRXOG�DOVR�EH�
UHSHDOHG�UHVWRULQJ�SK\VLFLDQ�RZQHUVKLS�RI�KRVSLWDOV�DQG�H[SDQVLRQ�ULJKW�WR�LWV�SRVLWLRQ�DQG�SUDFWLFH�DV�LW�H[LVWHG�SULRU�WR�WKH�
/HJLVODWLRQ������

7KH�LPSDFW�RI�WKH�/HJLVODWLRQ�RQ�HDFK�RI�RXU�KRVSLWDOV�PD\�YDU\��%HFDXVH�/HJLVODWLRQ�SURYLVLRQV�DUH�HIIHFWLYH�DW�YDULRXV�
WLPHV�RYHU�WKH�QH[W�VHYHUDO�\HDUV��ZH�DQWLFLSDWH�WKDW�PDQ\�RI�WKH�SURYLVLRQV�LQ�WKH�/HJLVODWLRQ�PD\�EH�VXEMHFW�WR�IXUWKHU�UHYLVLRQ��
,QLWLDWLYHV�WR�UHSHDO�WKH�/HJLVODWLRQ��LQ�ZKROH�RU�LQ�SDUW��WR�GHOD\�HOHPHQWV�RI�LPSOHPHQWDWLRQ�RU�IXQGLQJ��DQG�WR�RIIHU�DPHQGPHQWV�RU�
VXSSOHPHQWV�WR�PRGLI\�LWV�SURYLVLRQV�KDYH�EHHQ�SHUVLVWHQW��7KH�XOWLPDWH�RXWFRPHV�RI�OHJLVODWLYH�DWWHPSWV�WR�UHSHDO�RU�DPHQG�WKH�
/HJLVODWLRQ�DQG�OHJDO�FKDOOHQJHV�WR�WKH�/HJLVODWLRQ�DUH�XQNQRZQ���/HJLVODWLRQ�KDV�DOUHDG\�EHHQ�HQDFWHG�WKDW�HOLPLQDWHG�WKH�LQGLYLGXDO�
PDQGDWH�SHQDOW\��HIIHFWLYH�-DQXDU\����������UHODWHG�WR�WKH�LQGLYLGXDO�PDQGDWH�WR�REWDLQ�KHDOWK�LQVXUDQFH�WKDW�ZDV�SDUW�RI�WKH�RULJLQDO�
/HJLVODWLRQ��,Q�DGGLWLRQ��&RQJUHVV�SUHYLRXVO\�FRQVLGHUHG�OHJLVODWLRQ�WKDW�ZRXOG��LQ�PDWHULDO�SDUW���L��HOLPLQDWH�WKH�ODUJH�HPSOR\HU�
PDQGDWH�WR�RIIHU�KHDOWK�LQVXUDQFH�FRYHUDJH�WR�IXOO�WLPH�HPSOR\HHV���LL��SHUPLW�LQVXUHUV�WR�LPSRVH�D�VXUFKDUJH�XS�WR����SHUFHQW�RQ�
LQGLYLGXDOV�ZKR�JR�XQLQVXUHG�IRU�PRUH�WKDQ�WZR�PRQWKV�DQG�WKHQ�SXUFKDVH�FRYHUDJH���LLL��SURYLGH�WD[�FUHGLWV�WRZDUGV�WKH�SXUFKDVH�RI�
KHDOWK�LQVXUDQFH��ZLWK�D�SKDVH�RXW�RI�WD[�FUHGLWV�DFFRUGLQJO\�WR�LQFRPH�OHYHO���LY��H[SDQG�KHDOWK�VDYLQJV�DFFRXQWV���Y��LPSRVH�D�SHU�
FDSLWD�FDS�RQ�IHGHUDO�IXQGLQJ�RI�VWDWH�0HGLFDLG�SURJUDPV��RU��LI�HOHFWHG�E\�D�VWDWH��WUDQVLWLRQ�IHGHUDO�IXQGLQJ�WR�EORFN�JUDQWV��DQG���YL��
SHUPLW�VWDWHV�WR�VHHN�D�ZDLYHU�RI�FHUWDLQ�IHGHUDO�UHTXLUHPHQWV�WKDW�ZRXOG�DOORZ�VXFK�VWDWH�WR�GHILQH�HVVHQWLDO�KHDOWK�EHQHILWV�GLIIHUHQWO\�
IURP�IHGHUDO�VWDQGDUGV�DQG�WKDW�ZRXOG�DOORZ�FHUWDLQ�FRPPHUFLDO�KHDOWK�SODQV�WR�WDNH�KHDOWK�VWDWXV��LQFOXGLQJ�SUH�H[LVWLQJ�FRQGLWLRQV��
LQWR�DFFRXQW�LQ�VHWWLQJ�SUHPLXPV����

,Q�DGGLWLRQ�WR�OHJLVODWLYH�FKDQJHV��WKH�/HJLVODWLRQ�FDQ�EH�VLJQLILFDQWO\�LPSDFWHG�E\�H[HFXWLYH�EUDQFK�DFWLRQV���,Q�UHOHYDQW�SDUW��
3UHVLGHQW�7UXPS�KDV�DOUHDG\�WDNHQ�H[HFXWLYH�DFWLRQV���L��UHTXLULQJ�DOO�IHGHUDO�DJHQFLHV�ZLWK�DXWKRULWLHV�DQG�UHVSRQVLELOLWLHV�XQGHU�WKH�
/HJLVODWLRQ�WR�³H[HUFLVH�DOO�DXWKRULW\�DQG�GLVFUHWLRQ�DYDLODEOH�WR�WKHP�WR�ZDLYH��GHIHU��JUDQW�H[HPSWLRQV�IURP��RU�GHOD\´�SDUWV�RI�WKH�
/HJLVODWLRQ�WKDW�SODFH�³XQZDUUDQWHG�HFRQRPLF�DQG�UHJXODWRU\�EXUGHQV´�RQ�VWDWHV��LQGLYLGXDOV�RU�KHDOWK�FDUH�SURYLGHUV���LL��WKH�LVVXDQFH�
RI�D�ILQDO�UXOH�LQ�-XQH�������E\�WKH�'HSDUWPHQW�RI�/DERU�WR�HQDEOH�WKH�IRUPDWLRQ�RI�KHDOWK�SODQV�WKDW�ZRXOG�EH�H[HPSW�IURP�FHUWDLQ�
/HJLVODWLRQ�HVVHQWLDO�KHDOWK�EHQHILWV�UHTXLUHPHQWV���LLL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�LQ�$XJXVW�������E\�WKH�'HSDUWPHQW�RI�/DERU��
7UHDVXU\��DQG�+HDOWK�DQG�+XPDQ�6HUYLFHV�WR�H[SDQG�WKH�DYDLODELOLW\�RI�VKRUW�WHUP��OLPLWHG�GXUDWLRQ�KHDOWK�LQVXUDQFH���LY��HOLPLQDWLQJ�
FRVW�VKDULQJ�UHGXFWLRQ�SD\PHQWV�WR�LQVXUHUV�WKDW�ZRXOG�RWKHUZLVH�RIIVHW�GHGXFWLEOHV�DQG�RWKHU�RXW�RI�SRFNHW�H[SHQVHV�IRU�KHDOWK�SODQ�
HQUROOHHV�DW�RU�EHORZ�����SHUFHQW�RI�WKH�IHGHUDO�SRYHUW\�OHYHO���Y��UHOD[LQJ�UHTXLUHPHQWV�IRU�VWDWH�LQQRYDWLRQ�ZDLYHUV�WKDW�FRXOG�UHGXFH�
HQUROOPHQW�LQ�WKH�LQGLYLGXDO�DQG�VPDOO�JURXS�PDUNHWV�DQG�OHDG�WR�DGGLWLRQDO�HQUROOPHQW�LQ�VKRUW�WHUP��OLPLWHG�GXUDWLRQ�LQVXUDQFH�DQG�
DVVRFLDWLRQ�KHDOWK�SODQV���YL��WKH�LVVXDQFH�RI�D�ILQDO�UXOH�LQ�-XQH�������E\�WKH�'HSDUWPHQWV�RI�/DERU��7UHDVXU\��DQG�+HDOWK�DQG�+XPDQ�
6HUYLFHV�WKDW�ZRXOG�LQFHQWLYL]H�WKH�XVH�RI�KHDOWK�UHLPEXUVHPHQW�DUUDQJHPHQWV�E\�HPSOR\HUV�WR�SHUPLW�HPSOR\HHV�WR�SXUFKDVH�KHDOWK�
LQVXUDQFH�LQ�WKH�LQGLYLGXDO�PDUNHW��DQG���YLL��GLUHFWLQJ�WKH�LVVXDQFH�RI�IHGHUDO�UXOHPDNLQJ�E\�H[HFXWLYH�DJHQFLHV�WR�LQFUHDVH�
WUDQVSDUHQF\�RI�KHDOWKFDUH�SULFH�DQG�TXDOLW\�LQIRUPDWLRQ��7KH�XQFHUWDLQW\�UHVXOWLQJ�IURP�WKHVH�([HFXWLYH�%UDQFK�SROLFLHV�OHG�WR�
UHGXFHG�([FKDQJH�HQUROOPHQW�LQ������������DQG������DQG�LV�H[SHFWHG�WR�IXUWKHU�ZRUVHQ�WKH�LQGLYLGXDO�DQG�VPDOO�JURXS�PDUNHW�ULVN�
SRROV�LQ�IXWXUH�\HDUV���,Q�0D\��������WKH�&RQJUHVVLRQDO�%XGJHW�2IILFH�SURMHFWHG�WKDW����PLOOLRQ�SHRSOH�ZLOO�EH�XQLQVXUHG�LQ�������,W�LV�
DOVR�DQWLFLSDWHG�WKDW�WKHVH�DQG�IXWXUH�SROLFLHV�PD\�FUHDWH�DGGLWLRQDO�FRVW�DQG�UHLPEXUVHPHQW�SUHVVXUHV�RQ�KRVSLWDOV����

,W�UHPDLQV�XQFOHDU�ZKDW�SRUWLRQV�RI�WKH�/HJLVODWLRQ�PD\�UHPDLQ��RU�ZKHWKHU�DQ\�UHSODFHPHQW�RU�DOWHUQDWLYH�SURJUDPV�PD\�EH�
FUHDWHG�E\�DQ\�IXWXUH�OHJLVODWLRQ���$Q\�VXFK�IXWXUH�UHSHDO�RU�UHSODFHPHQW�PD\�KDYH�VLJQLILFDQW�LPSDFW�RQ�WKH�UHLPEXUVHPHQW�IRU�
KHDOWKFDUH�VHUYLFHV�JHQHUDOO\��DQG�PD\�FUHDWH�UHLPEXUVHPHQW�IRU�VHUYLFHV�FRPSHWLQJ�ZLWK�WKH�VHUYLFHV�RIIHUHG�E\�RXU�
KRVSLWDOV���$FFRUGLQJO\��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�DGRSWLRQ�RI�DQ\�IXWXUH�IHGHUDO�RU�VWDWH�KHDOWKFDUH�UHIRUP�OHJLVODWLRQ�ZLOO�QRW�



���

KDYH�D�QHJDWLYH�ILQDQFLDO�LPSDFW�RQ�RXU�KRVSLWDOV��LQFOXGLQJ�WKHLU�DELOLW\�WR�FRPSHWH�ZLWK�DOWHUQDWLYH�KHDOWKFDUH�VHUYLFHV�IXQGHG�E\�
VXFK�SRWHQWLDO�OHJLVODWLRQ��RU�IRU�RXU�KRVSLWDOV�WR�UHFHLYH�SD\PHQW�IRU�VHUYLFHV��

)RU�DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�RXU�UHYHQXHV�LQFOXGLQJ�D�GLVDJJUHJDWLRQ�RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV�E\�PDMRU�VRXUFH�
IRU�HDFK�RI�WKH�SHULRGV�SUHVHQWHG�KHUHLQ��SOHDVH�VHH Note 12 to the Consolidated Financial Statements-Revenue������
���

0HGLFDUH��0HGLFDUH�LV�D�IHGHUDO�SURJUDP�WKDW�SURYLGHV�FHUWDLQ�KRVSLWDO�DQG�PHGLFDO�LQVXUDQFH�EHQHILWV�WR�SHUVRQV�DJHG����
DQG�RYHU��VRPH�GLVDEOHG�SHUVRQV�DQG�SHUVRQV�ZLWK�HQG�VWDJH�UHQDO�GLVHDVH��$OO�RI�RXU�DFXWH�FDUH�KRVSLWDOV�DQG�PDQ\�RI�RXU�EHKDYLRUDO�
KHDOWK�FHQWHUV�DUH�FHUWLILHG�DV�SURYLGHUV�RI�0HGLFDUH�VHUYLFHV�E\�WKH�DSSURSULDWH�JRYHUQPHQWDO�DXWKRULWLHV��$PRXQWV�UHFHLYHG�XQGHU�WKH�
0HGLFDUH�SURJUDP�DUH�JHQHUDOO\�VLJQLILFDQWO\�OHVV�WKDQ�D�KRVSLWDO¶V�FXVWRPDU\�FKDUJHV�IRU�VHUYLFHV�SURYLGHG��6LQFH�D�VXEVWDQWLDO�
SRUWLRQ�RI�RXU�UHYHQXHV�ZLOO�FRPH�IURP�SDWLHQWV�XQGHU�WKH�0HGLFDUH�SURJUDP��RXU�DELOLW\�WR�RSHUDWH�RXU�EXVLQHVV�VXFFHVVIXOO\�LQ�WKH�
IXWXUH�ZLOO�GHSHQG�LQ�ODUJH�PHDVXUH�RQ�RXU�DELOLW\�WR�DGDSW�WR�FKDQJHV�LQ�WKLV�SURJUDP��

8QGHU�WKH�0HGLFDUH�SURJUDP��IRU�LQSDWLHQW�VHUYLFHV��RXU�JHQHUDO�DFXWH�FDUH�KRVSLWDOV�UHFHLYH�UHLPEXUVHPHQW�XQGHU�WKH�
LQSDWLHQW�SURVSHFWLYH�SD\PHQW�V\VWHP��³,336´���8QGHU�WKH�,336��KRVSLWDOV�DUH�SDLG�D�SUHGHWHUPLQHG�IL[HG�SD\PHQW�DPRXQW�IRU�HDFK�
KRVSLWDO�GLVFKDUJH��7KH�IL[HG�SD\PHQW�DPRXQW�LV�EDVHG�XSRQ�HDFK�SDWLHQW¶V�0HGLFDUH�VHYHULW\�GLDJQRVLV�UHODWHG�JURXS��³06�'5*´���
(YHU\�06�'5*�LV�DVVLJQHG�D�SD\PHQW�UDWH�EDVHG�XSRQ�WKH�HVWLPDWHG�LQWHQVLW\�RI�KRVSLWDO�UHVRXUFHV�QHFHVVDU\�WR�WUHDW�WKH�DYHUDJH�
SDWLHQW�ZLWK�WKDW�SDUWLFXODU�GLDJQRVLV��7KH�06�'5*�SD\PHQW�UDWHV�DUH�EDVHG�XSRQ�KLVWRULFDO�QDWLRQDO�DYHUDJH�FRVWV�DQG�GR�QRW�
FRQVLGHU�WKH�DFWXDO�FRVWV�LQFXUUHG�E\�D�KRVSLWDO�LQ�SURYLGLQJ�FDUH��7KLV�06�'5*�DVVLJQPHQW�DOVR�DIIHFWV�WKH�SUHGHWHUPLQHG�FDSLWDO�UDWH�
SDLG�ZLWK�HDFK�06�'5*��7KH�06�'5*�DQG�FDSLWDO�SD\PHQW�UDWHV�DUH�DGMXVWHG�DQQXDOO\�E\�WKH�SUHGHWHUPLQHG�JHRJUDSKLF�DGMXVWPHQW�
IDFWRU�IRU�WKH�JHRJUDSKLF�UHJLRQ�LQ�ZKLFK�D�SDUWLFXODU�KRVSLWDO�LV�ORFDWHG�DQG�DUH�ZHLJKWHG�EDVHG�XSRQ�D�VWDWLVWLFDOO\�QRUPDO�GLVWULEXWLRQ�
RI�VHYHULW\��:KLOH�ZH�JHQHUDOO\�ZLOO�QRW�UHFHLYH�SD\PHQW�IURP�0HGLFDUH�IRU�LQSDWLHQW�VHUYLFHV��RWKHU�WKDQ�WKH�06�'5*�SD\PHQW��D�
KRVSLWDO�PD\�TXDOLI\�IRU�DQ�³RXWOLHU´�SD\PHQW�LI�D�SDUWLFXODU�SDWLHQW¶V�WUHDWPHQW�FRVWV�DUH�H[WUDRUGLQDULO\�KLJK�DQG�H[FHHG�D�VSHFLILHG�
WKUHVKROG��06�'5*�UDWHV�DUH�DGMXVWHG�E\�DQ�XSGDWH�IDFWRU�HDFK�IHGHUDO�ILVFDO�\HDU��ZKLFK�EHJLQV�RQ�2FWREHU����7KH�LQGH[�XVHG�WR�
DGMXVW�WKH�06�'5*�UDWHV��NQRZQ�DV�WKH�³KRVSLWDO�PDUNHW�EDVNHW�LQGH[�´�JLYHV�FRQVLGHUDWLRQ�WR�WKH�LQIODWLRQ�H[SHULHQFHG�E\�KRVSLWDOV�
LQ�SXUFKDVLQJ�JRRGV�DQG�VHUYLFHV��*HQHUDOO\��KRZHYHU��WKH�SHUFHQWDJH�LQFUHDVHV�LQ�WKH�06�'5*�SD\PHQWV�KDYH�EHHQ�ORZHU�WKDQ�WKH�
SURMHFWHG�LQFUHDVH�LQ�WKH�FRVW�RI�JRRGV�DQG�VHUYLFHV�SXUFKDVHG�E\�KRVSLWDOV�� �

,Q�$XJXVW��������&06�SXEOLVKHG�LWV�,336������ILQDO�SD\PHQW�UXOH�ZKLFK�SURYLGHV�IRU�D������PDUNHW�EDVNHW�LQFUHDVH�WR�WKH�
EDVH�0HGLFDUH�06�'5*�EOHQGHG�UDWH��:KHQ�VWDWXWRULO\�PDQGDWHG�EXGJHW�QHXWUDOLW\�IDFWRUV��DQQXDO�JHRJUDSKLF�ZDJH�LQGH[�XSGDWHV��
GRFXPHQWLQJ�DQG�FRGLQJ�DGMXVWPHQWV��DQG�DGMXVWPHQWV�PDQGDWHG�E\�WKH�$IIRUGDEOH�&DUH�$FW��³$&$´��DUH�FRQVLGHUHG��ZLWKRXW�
FRQVLGHUDWLRQ�IRU�WKH�UHTXLUHG�0HGLFDUH�'6+�SD\PHQWV�FKDQJHV�DQG�LQFUHDVH�WR�WKH�0HGLFDUH�2XWOLHU�WKUHVKROG��WKH�RYHUDOO�LQFUHDVH�LQ�
,336�SD\PHQWV�LV�DSSUR[LPDWHO\�������,QFOXGLQJ�'6+�SD\PHQWV�DQG�FHUWDLQ�RWKHU�DGMXVWPHQWV��ZH�HVWLPDWH�RXU�RYHUDOO�LQFUHDVH�IURP�
WKH�ILQDO�,336������UXOH��FRYHULQJ�WKH�SHULRG�RI�2FWREHU���������WKURXJK�6HSWHPEHU�����������ZLOO�DSSUR[LPDWH�������7KLV�SURMHFWHG�
LPSDFW�IURP�WKH�,336������ILQDO�UXOH�LQFOXGHV�DQ�LQFUHDVH�RI�DSSUR[LPDWHO\������WR�SDUWLDOO\�UHVWRUH�FXWV�PDGH�DV�D�UHVXOW�RI�WKH�
$PHULFDQ�7D[SD\HU�5HOLHI�$FW�RI�������³$75$´���DV�UHTXLUHG�E\�WKH���VW�&HQWXU\�&XUHV�$FW�EXW�H[FOXGHV�WKH�LPSDFW�RI�WKH�
VHTXHVWUDWLRQ�UHGXFWLRQV�UHODWHG�WR�WKH�%XGJHW�&RQWURO�$FW�RI�������%LSDUWLVDQ�%XGJHW�$FW�RI�������DQG�%LSDUWLVDQ�%XGJHW�$FW�RI�
������DV�GLVFXVVHG�EHORZ��&06�FRPSOHWHG�LWV�IXOO�SKDVH�LQ�WR�XVH�XQFRPSHQVDWHG�FDUH�GDWD�IURP�WKH������:RUNVKHHW�6����KRVSLWDO�
FRVW�UHSRUWV�WR�DOORFDWH�DSSUR[LPDWHO\������ELOOLRQ�LQ�WKH�'6+�8QFRPSHQVDWHG�&DUH�3RRO�����

,Q�-XQH��������WKH�6XSUHPH�&RXUW�RI�WKH�8QLWHG�6WDWHV�LVVXHG�D�GHFLVLRQ�IDYRUDEOH�WR�KRVSLWDOV�LPSDFWLQJ�SULRU�\HDU�0HGLFDUH�
'6+�SD\PHQWV��Azar v. Allina Health Services��1R�����������8�6��-XQ��������������,Q�Allina��WKH�KRVSLWDOV�FKDOOHQJHG�WKH�0HGLFDUH�
'6+�DGMXVWPHQWV�IRU�IHGHUDO�ILVFDO�\HDU�������VSHFLILFDOO\�FKDOOHQJLQJ�&06¶V�GHFLVLRQ�WR�LQFOXGH�LQSDWLHQW�KRVSLWDO�GD\V�DWWULEXWDEOH�
WR�0HGLFDUH�3DUW�&�HQUROOHH�SDWLHQWV�LQ�WKH�QXPHUDWRU�DQG�GHQRPLQDWRU�RI�WKH�0HGLFDUH�66,�IUDFWLRQ�XVHG�WR�FDOFXODWH�D�KRVSLWDO¶V�'6+�
SD\PHQWV���7KLV�UXOLQJ�DGGUHVVHV�&06¶V�DWWHPSWV�WR�LPSRVH�WKH�SROLF\�HVSRXVHG�LQ�LWV�YDFDWHG������UXOHPDNLQJ�WR�D�ILVFDO�\HDU�LQ�WKH�
����±�����WLPH�SHULRG�ZLWKRXW�XVLQJ�QRWLFH�DQG�FRPPHQW�UXOHPDNLQJ��7KLV�GHFLVLRQ�VKRXOG�UHTXLUH�&06�WR�UHFDOFXODWH�KRVSLWDOV¶�
'6+�0HGLFDUH�66,�IUDFWLRQV��ZLWK�0HGLFDUH�3DUW�&�GD\V�H[FOXGHG��IRU�DW�OHDVW�IHGHUDO�ILVFDO�\HDU�������EXW�OLNHO\�IHGHUDO�ILVFDO�\HDUV�
�����WKURXJK��������$OWKRXJK�ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�XOWLPDWHO\�UHFHLYH�DGGLWLRQDO�IXQGV��ZH�HVWLPDWH�WKDW�WKH�
IDYRUDEOH�LPSDFW�RI�WKLV�FRXUW�UXOLQJ�RQ�FHUWDLQ�SULRU�\HDU�KRVSLWDO�0HGLFDUH�'6+�SD\PHQWV�FRXOG�UDQJH�EHWZHHQ�����PLOOLRQ�WR�����
PLOOLRQ�LQ�WKH�DJJUHJDWH��

,Q�$XJXVW��������&06�SXEOLVKHG�LWV�,336������ILQDO�SD\PHQW�UXOH�ZKLFK�SURYLGHV�IRU�D������PDUNHW�EDVNHW�LQFUHDVH�WR�WKH�
EDVH�0HGLFDUH�06�'5*�EOHQGHG�UDWH��:KHQ�VWDWXWRULO\�PDQGDWHG�EXGJHW�QHXWUDOLW\�IDFWRUV��DQQXDO�JHRJUDSKLF�ZDJH�LQGH[�XSGDWHV��
GRFXPHQWLQJ�DQG�FRGLQJ�DGMXVWPHQWV�$&$�PDQGDWHG�DGMXVWPHQWV�DUH�FRQVLGHUHG��ZLWKRXW�FRQVLGHUDWLRQ�IRU�WKH�GHFUHDVHV�UHODWHG�WR�
WKH�UHTXLUHG�0HGLFDUH�'6+�SD\PHQW�FKDQJHV�DQG�GHFUHDVH�WR�WKH�0HGLFDUH�2XWOLHU�WKUHVKROG��WKH�RYHUDOO�LQFUHDVH�LQ�,336�SD\PHQWV�LV�
DSSUR[LPDWHO\�������,QFOXGLQJ�WKH�HVWLPDWHG�LQFUHDVH�WR�RXU�'6+�SD\PHQWV��DSSUR[LPDWLQJ�������DQG�FHUWDLQ�RWKHU�DGMXVWPHQWV��ZH�
HVWLPDWH�RXU�RYHUDOO�LQFUHDVH�IURP�WKH�ILQDO�,336������UXOH��FRYHULQJ�WKH�SHULRG�RI�2FWREHU���������WKURXJK�6HSWHPEHU�����������ZLOO�
DSSUR[LPDWH�������7KLV�SURMHFWHG�LPSDFW�IURP�WKH�,336������ILQDO�UXOH�LQFOXGHV�DQ�LQFUHDVH�RI�DSSUR[LPDWHO\������WR�SDUWLDOO\�UHVWRUH�



���

FXWV�PDGH�DV�D�UHVXOW�RI�WKH�$75$��DV�UHTXLUHG�E\�WKH���VW�&HQWXU\�&XUHV�$FW�EXW�H[FOXGHV�WKH�LPSDFW�RI�WKH�VHTXHVWUDWLRQ�UHGXFWLRQV�
UHODWHG�WR�WKH�%XGJHW�&RQWURO�$FW�RI�������%LSDUWLVDQ�%XGJHW�$FW�RI�������DQG�%LSDUWLVDQ�%XGJHW�$FW�RI�������DV�GLVFXVVHG�
EHORZ���&06�FRQWLQXHG�WR�SKDVH�LQ�WKH�XVH�RI�XQFRPSHQVDWHG�FDUH�GDWD�IURP�ERWK�WKH������DQG������:RUNVKHHW�6����KRVSLWDO�FRVW�
UHSRUWV��WZR�WKLUG�ZHLJKWLQJ�DV�SDUW�RI�WKH�SUR[\�PHWKRGRORJ\�WR�DOORFDWH�DSSUR[LPDWHO\����ELOOLRQ�LQ�WKH�'6+�8QFRPSHQVDWHG�&DUH�
3RRO���

,Q�$XJXVW��������&06�SXEOLVKHG�LWV�,336������ILQDO�SD\PHQW�UXOH�ZKLFK�SURYLGHV�IRU�D������PDUNHW�EDVNHW�LQFUHDVH�WR�WKH�
EDVH�0HGLFDUH�06�'5*�EOHQGHG�UDWH��:KHQ�VWDWXWRULO\�PDQGDWHG�EXGJHW�QHXWUDOLW\�IDFWRUV��DQQXDO�JHRJUDSKLF�ZDJH�LQGH[�XSGDWHV��
GRFXPHQWLQJ�DQG�FRGLQJ�DGMXVWPHQWV�DQG�$&$�PDQGDWHG�DGMXVWPHQWV�DUH�FRQVLGHUHG��ZLWKRXW�FRQVLGHUDWLRQ�IRU�WKH�GHFUHDVHV�UHODWHG�
WR�WKH�UHTXLUHG�0HGLFDUH�'6+�SD\PHQW�FKDQJHV�DQG�LQFUHDVH�WR�WKH�0HGLFDUH�2XWOLHU�WKUHVKROG��WKH�RYHUDOO�LQFUHDVH�LQ�,336�SD\PHQWV�
ZRXOG�DSSUR[LPDWH�������,QFOXGLQJ�WKH�HVWLPDWHG�GHFUHDVH�WR�RXU�'6+�SD\PHQWV��DSSUR[LPDWLQJ�������DQG�FHUWDLQ�RWKHU�DGMXVWPHQWV��
ZH�HVWLPDWH�RXU�RYHUDOO�LQFUHDVH�IURP�WKH�ILQDO�,336������UXOH��FRYHULQJ�WKH�SHULRG�RI�2FWREHU���������WKURXJK�6HSWHPEHU�����������
ZLOO�DSSUR[LPDWH�������7KLV�SURMHFWHG�LPSDFW�IURP�WKH�,336������ILQDO�UXOH�LQFOXGHV�DQ�LQFUHDVH�RI�DSSUR[LPDWHO\������WR�SDUWLDOO\�
UHVWRUH�FXWV�PDGH�DV�D�UHVXOW�RI�WKH�$75$��DV�UHTXLUHG�E\�WKH���VW�&HQWXU\�&XUHV�$FW�EXW�H[FOXGHV�WKH�LPSDFW�RI�WKH�VHTXHVWUDWLRQ�
UHGXFWLRQV�UHODWHG�WR�WKH�%XGJHW�&RQWURO�$FW�RI�������%LSDUWLVDQ�%XGJHW�$FW�RI�������DQG�%LSDUWLVDQ�%XGJHW�$FW�RI�������DV�GLVFXVVHG�
EHORZ���&06�EHJDQ�XVLQJ�XQFRPSHQVDWHG�FDUH�GDWD�IURP�WKH������KRVSLWDO�FRVW�UHSRUW�:RUNVKHHW�6�����RQH�WKLUG�ZHLJKWLQJ�DV�SDUW�RI�
WKH�SUR[\�PHWKRGRORJ\�WR�DOORFDWH�DSSUR[LPDWHO\����ELOOLRQ�LQ�WKH�'6+�8QFRPSHQVDWHG�&DUH�3RRO��7KLV�ILQDO�UXOH�FKDQJH�UHVXOWHG�LQ�
ZLGH�YDULDWLRQV�DPRQJ�DOO�KRVSLWDOV�QDWLRQZLGH�LQ�WKH�GLVWULEXWLRQ�RI�WKHVH�'6+�IXQGV�FRPSDUHG�WR�SUHYLRXV�\HDUV��

,Q�$XJXVW��������WKH�%XGJHW�&RQWURO�$FW�RI�������WKH�³�����$FW´��ZDV�HQDFWHG�LQWR�ODZ��,QFOXGHG�LQ�WKLV�ODZ�DUH�WKH�
LPSRVLWLRQ�RI�DQQXDO�VSHQGLQJ�OLPLWV�IRU�PRVW�IHGHUDO�DJHQFLHV�DQG�SURJUDPV�DLPHG�DW�UHGXFLQJ�EXGJHW�GHILFLWV�E\������ELOOLRQ�
EHWZHHQ������DQG�������DFFRUGLQJ�WR�D�UHSRUW�UHOHDVHG�E\�WKH�&RQJUHVVLRQDO�%XGJHW�2IILFH��$PRQJ�LWV�RWKHU�SURYLVLRQV��WKH�ODZ�
HVWDEOLVKHG�D�ELSDUWLVDQ�&RQJUHVVLRQDO�FRPPLWWHH��NQRZQ�DV�WKH�-RLQW�&RPPLWWHH��ZKLFK�ZDV�UHVSRQVLEOH�IRU�GHYHORSLQJ�
UHFRPPHQGDWLRQV�DLPHG�DW�UHGXFLQJ�IXWXUH�IHGHUDO�EXGJHW�GHILFLWV�E\�DQ�DGGLWLRQDO������WULOOLRQ�RYHU����\HDUV��7KH�-RLQW�&RPPLWWHH�
ZDV�XQDEOH�WR�UHDFK�DQ�DJUHHPHQW�E\�WKH�1RYHPEHU����������GHDGOLQH�DQG��DV�D�UHVXOW��DFURVV�WKH�ERDUG�FXWV�WR�GLVFUHWLRQDU\��QDWLRQDO�
GHIHQVH�DQG�0HGLFDUH�VSHQGLQJ�ZHUH�LPSOHPHQWHG�RQ�0DUFK���������UHVXOWLQJ�LQ�0HGLFDUH�SD\PHQW�UHGXFWLRQV�RI�XS�WR����SHU�ILVFDO�
\HDU���7KH�%LSDUWLVDQ�%XGJHW�$FW�RI�������HQDFWHG�RQ�1RYHPEHU����������DQG�WKH�%LSDUWLVDQ�%XGJHW�$FW�RI�������HQDFWHG�RQ�$XJXVW����
������FRQWLQXHG�WKH����UHGXFWLRQV�WR�0HGLFDUH�UHLPEXUVHPHQW�LPSRVHG�XQGHU�WKH������$FW�WKURXJK���������

,QSDWLHQW�VHUYLFHV�IXUQLVKHG�E\�SV\FKLDWULF�KRVSLWDOV�XQGHU�WKH�0HGLFDUH�SURJUDP�DUH�SDLG�XQGHU�D�3V\FKLDWULF�3URVSHFWLYH�
3D\PHQW�6\VWHP��³3V\FK�336´���0HGLFDUH�SD\PHQWV�WR�SV\FKLDWULF�KRVSLWDOV�DUH�EDVHG�RQ�D�SURVSHFWLYH�SHU�GLHP�UDWH�ZLWK�
DGMXVWPHQWV�WR�DFFRXQW�IRU�FHUWDLQ�IDFLOLW\�DQG�SDWLHQW�FKDUDFWHULVWLFV��7KH�3V\FK�336�DOVR�FRQWDLQV�SURYLVLRQV�IRU�RXWOLHU�SD\PHQWV�DQG�
DQ�DGMXVWPHQW�WR�D�SV\FKLDWULF�KRVSLWDO¶V�EDVH�SD\PHQW�LI�LW�PDLQWDLQV�D�IXOO�VHUYLFH�HPHUJHQF\�GHSDUWPHQW��

,Q�-XO\��������&06�SXEOLVKHG�LWV�3V\FK�336�ILQDO�UXOH�IRU�WKH�IHGHUDO�ILVFDO�\HDU�������8QGHU�WKLV�ILQDO�UXOH��SD\PHQWV�WR�RXU�
SV\FKLDWULF�KRVSLWDOV�DQG�XQLWV�DUH�HVWLPDWHG�WR�LQFUHDVH�E\������FRPSDUHG�WR�IHGHUDO�ILVFDO�\HDU�������7KLV�DPRXQW�LQFOXGHV�WKH�HIIHFW�
RI�WKH������PDUNHW�EDVNHW�XSGDWH�OHVV�D�������DGMXVWPHQW�DV�UHTXLUHG�E\�WKH�$&$�DQG�D������SURGXFWLYLW\�DGMXVWPHQW��

,Q�$XJXVW��������&06�SXEOLVKHG�LWV�3V\FK�336�ILQDO�UXOH�IRU�WKH�IHGHUDO�ILVFDO�\HDU�������8QGHU�WKLV�ILQDO�UXOH��SD\PHQWV�WR�
RXU�SV\FKLDWULF�KRVSLWDOV�DQG�XQLWV�DUH�HVWLPDWHG�WR�LQFUHDVH�E\�������FRPSDUHG�WR�IHGHUDO�ILVFDO�\HDU�������7KLV�DPRXQW�LQFOXGHV�WKH�
HIIHFW�RI�WKH�������PDUNHW�EDVNHW�XSGDWH�OHVV�D�������DGMXVWPHQW�DV�UHTXLUHG�E\�WKH�$&$�DQG�D������SURGXFWLYLW\�DGMXVWPHQW��

,Q�$XJXVW��������&06�SXEOLVKHG�LWV�3V\FK�336�ILQDO�UXOH�IRU�WKH�IHGHUDO�ILVFDO�\HDU�������8QGHU�WKLV�ILQDO�UXOH��SD\PHQWV�WR�
RXU�SV\FKLDWULF�KRVSLWDOV�DQG�XQLWV�DUH�HVWLPDWHG�WR�LQFUHDVH�E\�������FRPSDUHG�WR�IHGHUDO�ILVFDO�\HDU�������7KLV�DPRXQW�LQFOXGHV�WKH�
HIIHFW�RI�WKH������PDUNHW�EDVNHW�XSGDWH�OHVV�D�������DGMXVWPHQW�DV�UHTXLUHG�E\�WKH�$&$�DQG�D������SURGXFWLYLW\�DGMXVWPHQW��

,Q�'HFHPEHU��������WKH�8�6��'LVWULFW�&RXUW�IRU�WKH�'LVWULFW�RI�&ROXPELD�UXOHG�WKDW�WKH�8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�
6HUYLFHV��³++6´��GLG�QRW�KDYH�VWDWXWRU\�DXWKRULW\�WR�LPSOHPHQW�WKH������0HGLFDUH�2336�UDWH�UHGXFWLRQ�UHODWHG�WR�KRVSLWDOV�WKDW�
TXDOLI\�IRU�GUXJ�GLVFRXQWV�XQGHU�WKH�IHGHUDO����%�'UXJ�'LVFRXQW�3URJUDP�DQG�JUDQWHG�D�SHUPDQHQW�LQMXQFWLRQ�DJDLQVW�WKH�SD\PHQW�
UHGXFWLRQ��,Q�0D\��������WKH�8�6��'LVWULFW�&RXUW�IRU�WKH�'LVWULFW�RI�&ROXPELD�GLUHFWHG�&06�WR�GHWHUPLQH�D�UHPHG\�DV�ZHOO�DV�SURYLGH�D�
VWDWXV�UHSRUW�RQ�WKLV�UHPHG\�E\�HDUO\�$XJXVW�������IRU�WKLV�0HGLFDUH�2336�SD\PHQW�PDWWHU��+RZHYHU��UHFRJQL]LQJ�ERWK�WKH�
FRPSOH[LW\�RI�WKH�2336�SD\PHQW�V\VWHP�DV�ZHOO�DV�LWV�EXGJHW�QHXWUDO�UDWH�VHWWLQJ�V\VWHP��WKH�&RXUW�UHIUDLQHG�IURP�LPSRVLQJ�D�
UHPHG\���,QVWHDG�WKH�-XGJH�LQ�WKH�FDVH�FDOOHG�IRU�DGGLWLRQDO�EULHILQJ�IURP�WKH�3ODLQWLIIV�DQG�'HIHQGDQWV�RQ�WKH�SURSHU�VFRSH�DQG�
LPSOHPHQWDWLRQ�IRU�UHOLHI���7KH�FDVH�KDV�EHHQ�DSSHDOHG�E\�++6���,Q�WKH������2336�ILQDO�UXOH��&06�UHWDLQHG�WKH�UDWH�UHGXFWLRQ�LQ�
GLVSXWH��EXW�LQGLFDWHG�WKHLU�LQWHQW�WR�SRWHQWLDOO\�XVH�WKH�UHVXOWV�RI�D�IXWXUH����%�KRVSLWDO�VXUYH\�WR�FROOHFW�GUXJ�DFTXLVLWLRQ�FRVW�GDWD�IRU�
&<������DQG������ZKHQ�FUDIWLQJ�D�UHPHG\��,Q�WKH�HYHQW�WKLV����%�KRVSLWDO�VXUYH\�GDWD�LV�QRW�XVHG�WR�GHYLVH�D�UHPHG\��&06�DOVR�
LQGLFDWHG�WKDW�LW�LQWHQGV�WR�FRQVLGHU�WKH�SXEOLF�LQSXW�WR�LQIRUP�RI�WKH�VWHSV�WKH\�ZRXOG�WDNH�WR�SURSRVH�D�UHPHG\�IRU�&<������DQG������



���

LQ�WKH�&<������UXOHPDNLQJ��:H�DUH�XQDEOH�WR�SUHGLFW�WKH�XOWLPDWH�RXWFRPH�RI�DQ\�DSSHDO�DQG�WKH�W\SH�RI�UHOLHI�WKDW�PD\�EH�RUGHUHG�E\�
WKH�&RXUWV��:H�HVWLPDWH�WKDW�WKH�&06������FKDQJH�LQ�WKH����%�SD\PHQW�SROLF\�LQFUHDVHG�RXU������0HGLFDUH�2336�SD\PHQWV�E\�
DSSUR[LPDWHO\����PLOOLRQ��ZKLFK�KDV�EHHQ�IXOO\�UHVHUYHG�LQ�RXU�UHVXOWV�RI�RSHUDWLRQV�IRU�WKH�\HDU��DQG�HVWLPDWH�WKDW�D�FRPSDUDEOH�
DPRXQW�ZDV�VFKHGXOHG�WR�EH�HDUQHG�GXULQJ�������

,Q�1RYHPEHU��������&06�SXEOLVKHG�LWV�2336�ILQDO�UXOH�IRU�������7KH�KRVSLWDO�PDUNHW�EDVNHW�LQFUHDVH�LV�������7KH�0HGLFDUH�
VWDWXWH�UHTXLUHV�D�SURGXFWLYLW\�DGMXVWPHQW�UHGXFWLRQ�RI������WR�WKH������2336�PDUNHW�EDVNHW�UHVXOWLQJ�LQ�D������XSGDWH�WR�2336�
SD\PHQW�UDWHV�E\�������:KHQ�RWKHU�VWDWXWRULO\�UHTXLUHG�DGMXVWPHQWV�DQG�KRVSLWDO�SDWLHQW�VHUYLFH�PL[�DUH�FRQVLGHUHG��ZH�HVWLPDWH�WKDW�
RXU�RYHUDOO�0HGLFDUH�2336�XSGDWH�IRU������ZLOO�DJJUHJDWH�WR�D�QHW�LQFUHDVH�RI������ZKLFK�LQFOXGHV�D������LQFUHDVH�WR�EHKDYLRUDO�
KHDOWK�GLYLVLRQ�SDUWLDO�KRVSLWDOL]DWLRQ�UDWHV��:KHQ�WKH�EHKDYLRUDO�KHDOWK�GLYLVLRQ¶V�SDUWLDO�KRVSLWDOL]DWLRQ�UDWH�LPSDFW�LV�H[FOXGHG��ZH�
HVWLPDWH�WKDW�RXU�0HGLFDUH������2336�SD\PHQWV�ZLOO�UHVXOW�LQ�D������LQFUHDVH�LQ�SD\PHQW�OHYHOV�IRU�RXU�DFXWH�FDUH�GLYLVLRQ��DV�
FRPSDUHG�WR��������)RU�&<�������&06�ZLOO�XVH�WKH�)<������KRVSLWDO�,336�SRVW�UHFODVVLILHG�ZDJH�LQGH[�IRU�XUEDQ�DQG�UXUDO�DUHDV�DV�
WKH�ZDJH�LQGH[�IRU�WKH�2336�WR�GHWHUPLQH�WKH�ZDJH�DGMXVWPHQWV�IRU�ERWK�WKH�2336�SD\PHQW�UDWH�DQG�WKH�FRSD\PHQW�VWDQGDUGL]HG�
DPRXQW��

2Q�1RYHPEHU�����������&06�ILQDOL]HG�LWV�+RVSLWDO�3ULFH�7UDQVSDUHQF\�UXOH�WKDW�LPSOHPHQWV�FHUWDLQ�3ULFH�7UDQVSDUHQF\�UXOHV�
UHTXLUHG�E\�WKH�-XQH����������3UHVLGHQWLDO�([HFXWLYH�2UGHU�UHODWHG�WR�,PSURYLQJ�3ULFH�DQG�4XDOLW\�7UDQVSDUHQF\�LQ�$PHULFDQ�
+HDOWKFDUH�WR�3XW�3DWLHQWV�)LUVW���8QGHU�WKLV�ILQDO�UXOH��HIIHFWLYH�-DQXDU\����������&06�ZLOO�UHTXLUH������KRVSLWDOV�PDNH�SXEOLF�WKHLU�
VWDQGDUG�FKDQJHV��ERWK�JURVV�FKDUJHV�DQG�SD\HU�VSHFLILF�QHJRWLDWHG�FKDUJHV��IRU�DOO�LWHPV�DQG�VHUYLFHV�RQOLQH�LQ�D�PDFKLQH�UHDGDEOH�
IRUPDW��DQG������KRVSLWDOV�WR�PDNH�SXEOLF�VWDQGDUG�FKDUJH�GDWD�IRU�D�OLPLWHG�VHW�RI�³VKRSSDEOH�VHUYLFHV´�WKH�KRVSLWDO�SURYLGHV�LQ�D�IRUP�
DQG�PDQQHU�WKDW�LV�PRUH�FRQVXPHU�IULHQGO\��$�ODZVXLW�KDV�EHHQ�ILOHG�E\�VHYHUDO�KRVSLWDO�DVVRFLDWLRQV��KHDOWK�V\VWHPV��DQG�KRVSLWDOV�LQ�
WKH�8�6��'LVWULFW�FRXUW�IRU�WKH�'LVWULFW�RI�&ROXPELD�FKDOOHQJLQJ�WKH�OHJDO�DXWKRULW\�RI�++6�WR�LPSOHPHQW�WKH�ILQDO�UXOH��:H�DUH�XQDEOH�
WR�SUHGLFW�WKH�XOWLPDWH�RXWFRPH�RI�WKLV�OHJDO�FKDOOHQJH�DQG�WKH�W\SH�RI�UHOLHI�WKDW�PD\�EH�RUGHUHG�E\�WKH�FRXUWV��7KH�GHDGOLQH�IRU�
FRPSOLDQFH�ZLWK�WKH�ILQDO�UXOH�LV�-DQXDU\����������:H�DUH�XQDEOH�WR�GHWHUPLQH�WKH�LPSDFW��LI�DQ\��WKLV�ILQDO�UXOH�ZLOO�KDYH�RQ�RXU�IXWXUH�
UHVXOWV�RI�RSHUDWLRQV����

,Q�1RYHPEHU��������&06�SXEOLVKHG�LWV�2336�ILQDO�UXOH�IRU�������7KH�KRVSLWDO�PDUNHW�EDVNHW�LQFUHDVH�LV�������7KH�0HGLFDUH�
VWDWXWH�UHTXLUHV�D�SURGXFWLYLW\�DGMXVWPHQW�UHGXFWLRQ�RI������DQG�������UHGXFWLRQ�WR�WKH������2336�PDUNHW�EDVNHW�UHVXOWLQJ�LQ�D������
XSGDWH�WR�2336�SD\PHQW�UDWHV�E\��������:KHQ�RWKHU�VWDWXWRULO\�UHTXLUHG�DGMXVWPHQWV�DQG�KRVSLWDO�SDWLHQW�VHUYLFH�PL[�DUH�FRQVLGHUHG��
ZH�HVWLPDWH�WKDW�RXU�RYHUDOO�0HGLFDUH�2336�XSGDWH�IRU������ZLOO�DJJUHJDWH�WR�D�QHW�LQFUHDVH�RI������ZKLFK�LQFOXGHV�D������LQFUHDVH�
WR�EHKDYLRUDO�KHDOWK�GLYLVLRQ�SDUWLDO�KRVSLWDOL]DWLRQ�UDWHV��:KHQ�WKH�EHKDYLRUDO�KHDOWK�GLYLVLRQ¶V�SDUWLDO�KRVSLWDOL]DWLRQ�UDWH�LPSDFW�LV�
H[FOXGHG��ZH�HVWLPDWH�WKDW�RXU�0HGLFDUH������2336�SD\PHQWV�ZLOO�UHVXOW�LQ�D������LQFUHDVH�LQ�SD\PHQW�OHYHOV�IRU�RXU�DFXWH�FDUH�
KRVSLWDOV��DV�FRPSDUHG�WR���������

,Q�1RYHPEHU��������&06�SXEOLVKHG�LWV�2336�ILQDO�UXOH�IRU�������7KH�KRVSLWDO�PDUNHW�EDVNHW�LQFUHDVH�LV�������7KH�0HGLFDUH�
VWDWXWH�UHTXLUHV�D�SURGXFWLYLW\�DGMXVWPHQW�UHGXFWLRQ�RI������DQG�������UHGXFWLRQ�WR�WKH������2336�PDUNHW�EDVNHW�UHVXOWLQJ�LQ�D������
2336�PDUNHW�EDVNHW�XSGDWH�DW��������:KHQ�RWKHU�VWDWXWRULO\�UHTXLUHG�DGMXVWPHQWV�DQG�KRVSLWDO�SDWLHQW�VHUYLFH�PL[�DUH�FRQVLGHUHG��ZH�
HVWLPDWH�WKDW�RXU�RYHUDOO�0HGLFDUH�2336�XSGDWH�IRU������ZLOO�DJJUHJDWH�WR�D�QHW�LQFUHDVH�RI������ZKLFK�LQFOXGHV�D������LQFUHDVH�WR�
EHKDYLRUDO�KHDOWK�GLYLVLRQ�SDUWLDO�KRVSLWDOL]DWLRQ�UDWHV��:KHQ�WKH�EHKDYLRUDO�KHDOWK�GLYLVLRQ¶V�SDUWLDO�KRVSLWDOL]DWLRQ�UDWH�LPSDFW�LV�
H[FOXGHG��ZH�HVWLPDWH�WKDW�RXU�0HGLFDUH������2336�SD\PHQWV�ZLOO�UHVXOW�LQ�D������LQFUHDVH�LQ�SD\PHQW�OHYHOV�IRU�RXU�DFXWH�FDUH�
GLYLVLRQ��DV�FRPSDUHG�WR��������$GGLWLRQDOO\��WKH�0HGLFDUH�LQSDWLHQW�RQO\��,32��OLVW�LQFOXGHV�SURFHGXUHV�WKDW�DUH�RQO\�SDLG�XQGHU�WKH�
+RVSLWDO�,QSDWLHQW�3URVSHFWLYH�3D\PHQW�6\VWHP��(DFK�\HDU��&06�XVHV�HVWDEOLVKHG�FULWHULD�WR�UHYLHZ�WKH�,32�OLVW�DQG�GHWHUPLQH�
ZKHWKHU�RU�QRW�DQ\�SURFHGXUHV�VKRXOG�EH�UHPRYHG�IURP�WKH�OLVW��&06�UHPRYHG�WRWDO�NQHH�DUWKURSODVW\��7.$��IURP�WKH�,32�OLVW�
HIIHFWLYH�-DQXDU\����������$GGLWLRQDOO\��&06�UHGLVWULEXWHG������ELOOLRQ�LQ�FRVW�VDYLQJV�ZLWKLQ�WKH�2336�V\VWHP�DWWULEXWDEOH�WR�FKDQJHV�
LQ�WKH�IHGHUDO����%�KRVSLWDO�GUXJ�SULFLQJ�SD\PHQW�PHWKRGRORJ\�LQ������EXW��DV�GLVFXVVHG�DERYH��WKLV����%�UHODWHG�SD\PHQW�
PHWKRGRORJ\�LV�FXUUHQWO\�XQGHU�OHJDO�FKDOOHQJH��7KH�LPSDFW�RI�WKHVH�,32�DQG����%�FKDQJHV�DUH�UHIOHFWHG�LQ�WKH�DERYH�QRWHG�HVWLPDWHG�
DFXWH�FDUH�GLYLVLRQ�SHUFHQWDJH�FKDQJH�LQ�2336�UHLPEXUVHPHQW��

,Q�1RYHPEHU��������&06�SXEOLVKHG�LWV�2336�ILQDO�UXOH�IRU�������7KH�KRVSLWDO�PDUNHW�EDVNHW�LQFUHDVH�LV�������7KH�0HGLFDUH�
VWDWXWH�UHTXLUHV�D�SURGXFWLYLW\�DGMXVWPHQW�UHGXFWLRQ�RI������DQG�������UHGXFWLRQ�WR�WKH������2336�PDUNHW�EDVNHW�UHVXOWLQJ�LQ�D������
2336�PDUNHW�EDVNHW�XSGDWH�DW��������:KHQ�RWKHU�VWDWXWRULO\�UHTXLUHG�DGMXVWPHQWV�DQG�KRVSLWDO�SDWLHQW�VHUYLFH�PL[�DUH�FRQVLGHUHG��ZH�
HVWLPDWH�WKDW�RXU�RYHUDOO�0HGLFDUH�2336�XSGDWH�IRU������UHVXOWHG�LQ�D�QHW�LQFUHDVH�RI������ZKLFK�LQFOXGHG�D�������GHFUHDVH�WR�
EHKDYLRUDO�KHDOWK�GLYLVLRQ�SDUWLDO�KRVSLWDOL]DWLRQ�UDWHV��:KHQ�WKH�EHKDYLRUDO�KHDOWK�GLYLVLRQ¶V�SDUWLDO�KRVSLWDOL]DWLRQ�UDWH�LPSDFW�LV�
H[FOXGHG��ZH�HVWLPDWH�WKDW�RXU�0HGLFDUH������2336�SD\PHQWV�UHVXOWHG�LQ�D������LQFUHDVH�LQ�SD\PHQW�OHYHOV�IRU�RXU�DFXWH�FDUH�
GLYLVLRQ��DV�FRPSDUHG�WR�������



���

0HGLFDLG��0HGLFDLG�LV�D�MRLQW�IHGHUDO�VWDWH�IXQGHG�KHDOWK�FDUH�EHQHILW�SURJUDP�WKDW�LV�DGPLQLVWHUHG�E\�WKH�VWDWHV�WR�SURYLGH�
EHQHILWV�WR�TXDOLI\LQJ�LQGLYLGXDOV��0RVW�VWDWH�0HGLFDLG�SD\PHQWV�DUH�PDGH�XQGHU�D�336�OLNH�V\VWHP��RU�XQGHU�SURJUDPV�WKDW�QHJRWLDWH�
SD\PHQW�OHYHOV�ZLWK�LQGLYLGXDO�KRVSLWDOV��$PRXQWV�UHFHLYHG�XQGHU�WKH�0HGLFDLG�SURJUDP�DUH�JHQHUDOO\�VLJQLILFDQWO\�OHVV�WKDQ�D�
KRVSLWDO¶V�FXVWRPDU\�FKDUJHV�IRU�VHUYLFHV�SURYLGHG��,Q�DGGLWLRQ�WR�UHYHQXHV�UHFHLYHG�SXUVXDQW�WR�WKH�0HGLFDUH�SURJUDP��ZH�UHFHLYH�D�
ODUJH�SRUWLRQ�RI�RXU�UHYHQXHV�HLWKHU�GLUHFWO\�IURP�0HGLFDLG�SURJUDPV�RU�IURP�PDQDJHG�FDUH�FRPSDQLHV�PDQDJLQJ�0HGLFDLG��$OO�RI�RXU�
DFXWH�FDUH�KRVSLWDOV�DQG�PRVW�RI�RXU�EHKDYLRUDO�KHDOWK�FHQWHUV�DUH�FHUWLILHG�DV�SURYLGHUV�RI�0HGLFDLG�VHUYLFHV�E\�WKH�DSSURSULDWH�
JRYHUQPHQWDO�DXWKRULWLHV��

:H�UHFHLYH�UHYHQXHV�IURP�YDULRXV�VWDWH�DQG�FRXQW\�EDVHG�SURJUDPV��LQFOXGLQJ�0HGLFDLG�LQ�DOO�WKH�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH�
�ZH�UHFHLYH�0HGLFDLG�UHYHQXHV�LQ�H[FHVV�RI������PLOOLRQ�DQQXDOO\�IURP�HDFK�RI�&DOLIRUQLD��7H[DV��1HYDGD��:DVKLQJWRQ��'�&���
3HQQV\OYDQLD�DQG�,OOLQRLV���&06�DSSURYHG�0HGLFDLG�VXSSOHPHQWDO�SURJUDPV�LQ�FHUWDLQ�VWDWHV�LQFOXGLQJ�7H[DV��0LVVLVVLSSL��,OOLQRLV��
2NODKRPD��1HYDGD��$UNDQVDV��&DOLIRUQLD�DQG�,QGLDQD��DQG��VWDWH�0HGLFDLG�GLVSURSRUWLRQDWH�VKDUH�KRVSLWDO�SD\PHQWV�LQ�FHUWDLQ�VWDWHV�
LQFOXGLQJ�7H[DV�DQG�6RXWK�&DUROLQD��:H�DUH�WKHUHIRUH�SDUWLFXODUO\�VHQVLWLYH�WR�SRWHQWLDO�UHGXFWLRQV�LQ�0HGLFDLG�DQG�RWKHU�VWDWH�EDVHG�
UHYHQXH�SURJUDPV�DV�ZHOO�DV�UHJXODWRU\��HFRQRPLF��HQYLURQPHQWDO�DQG�FRPSHWLWLYH�FKDQJHV�LQ�WKRVH�VWDWHV��:H�FDQ�SURYLGH�QR�
DVVXUDQFH�WKDW�UHGXFWLRQV�WR�UHYHQXHV�HDUQHG�SXUVXDQW�WR�WKHVH�SURJUDPV��SDUWLFXODUO\�LQ�WKH�DERYH�PHQWLRQHG�VWDWHV��ZLOO�QRW�KDYH�D�
PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��

��
7KH�/HJLVODWLRQ�VXEVWDQWLDOO\�LQFUHDVHV�WKH�IHGHUDOO\�DQG�VWDWH�IXQGHG�0HGLFDLG�LQVXUDQFH�SURJUDP��DQG�DXWKRUL]HV�VWDWHV�WR�

HVWDEOLVK�IHGHUDOO\�VXEVLGL]HG�QRQ�0HGLFDLG�KHDOWK�SODQV�IRU�ORZ�LQFRPH�UHVLGHQWV�QRW�HOLJLEOH�IRU�0HGLFDLG�VWDUWLQJ�LQ�������
+RZHYHU��WKH�6XSUHPH�&RXUW�KDV�VWUXFN�GRZQ�SRUWLRQV�RI�WKH�/HJLVODWLRQ�UHTXLULQJ�VWDWHV�WR�H[SDQG�WKHLU�0HGLFDLG�SURJUDPV�LQ�
H[FKDQJH�IRU�LQFUHDVHG�IHGHUDO�IXQGLQJ��$FFRUGLQJO\��PDQ\�VWDWHV�LQ�ZKLFK�ZH�RSHUDWH�KDYH�QRW�H[SDQGHG�0HGLFDLG�FRYHUDJH�WR�
LQGLYLGXDOV�DW������RI�WKH�IHGHUDO�SRYHUW\�OHYHO��)DFLOLWLHV�LQ�VWDWHV�QRW�RSWLQJ�WR�H[SDQG�0HGLFDLG�FRYHUDJH�XQGHU�WKH�/HJLVODWLRQ�PD\�
EH�DGGLWLRQDOO\�SHQDOL]HG�E\�FRUUHVSRQGLQJ�UHGXFWLRQV�WR�0HGLFDLG�GLVSURSRUWLRQDWH�VKDUH�KRVSLWDO�SD\PHQWV�EHJLQQLQJ�LQ�������DV�
GLVFXVVHG�EHORZ��:H�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�IXUWKHU�UHGXFWLRQV�WR�0HGLFDLG�UHYHQXHV��SDUWLFXODUO\�LQ�WKH�DERYH�PHQWLRQHG�
VWDWHV��ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��
��

2Q�1RYHPEHU�����������&06�LVVXHG�WKH�SURSRVHG�0HGLFDLG�)LVFDO�$FFRXQWDELOLW\�5XOH��³0)$5´��IRU�ZKLFK�&06�EHOLHYHV�
ZLOO�VWUHQJWKHQ�WKH�ILVFDO�LQWHJULW\�RI�WKH�0HGLFDLG�SURJUDP�DQG�KHOS�HQVXUH�WKDW�VWDWH�VXSSOHPHQWDO�SD\PHQWV�DQG�ILQDQFLQJ�
DUUDQJHPHQWV�DUH�WUDQVSDUHQW�DQG�YDOXH�GULYHQ����
�
7KLV�UXOH�SURSRVHV�WR�HVWDEOLVK�UHJXODWLRQV�WR��
�� ,PSURYH�5HSRUWLQJ�RQ�0HGLFDLG�6XSSOHPHQWDO�3D\PHQWV��
�� &ODULI\�0HGLFDLG�)LQDQFLQJ�'HILQLWLRQV��
�� 5HGXFH�ZKDW�&06�FRQVLGHUV�³4XHVWLRQDEOH�)LQDQFLQJ�0HFKDQLVPV´�E\�VWDWHV��
�� &ODULILHV�WKH�'HILQLWLRQ�RI�3HUPLVVLEOH�+HDOWK�&DUH�5HODWHG�7D[HV�DQG�'RQDWLRQV��
�� ,PSOHPHQW�FHUWDLQ�0HGLFDLG�'LVSURSRUWLRQDWH�6KDUH�+RVSLWDO��'6+��3D\PHQW�UHODWHG�FKDQJHV��
�

7KH�0)$5�SURSRVHG�UXOH��LI�LPSOHPHQWHG��FRXOG�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�WKH�PHDQV�E\�ZKLFK�VWDWHV�ILQDQFH�WKH�QRQ�
IHGHUDO�VKDUH�RI�WKHLU�0HGLFDLG�SURJUDPV��8QGHU�WKH�SURSRVDO��&06�ZRXOG�KDYH�WKH�DELOLW\�WR�VWULNH�GRZQ�FRPPRQ�ILQDQFLQJ�
DUUDQJHPHQWV�VXFK�DV�SURYLGHU�WD[HV��LQWHUJRYHUQPHQWDO�WUDQVIHUV�DQG�GRQDWLRQV���7KHVH�FKDQJHV�FRXOG�KDYH�GHWULPHQWDO�LPSDFWV�RQ�
VWDWH�0HGLFDLG�SURJUDPV��,I�ILQDOL]HG�DV�SURSRVHG��WKH�UXOH�FRXOG�SRWHQWLDOO\�IRUFH�VWDWHV�WR�UDLVH�WD[HV�RU�FXW�WKHLU�0HGLFDLG�EXGJHWV���
,Q�VXEVHTXHQW�\HDUV��LW�FRXOG�KDYH�DQ�XQIDYRUDEOH�LPSDFW�RQ�0HGLFDLG�EHQHILFLDULHV�E\�OLNHO\�OLPLWLQJ�DFFHVV�WR�SURYLGHUV�DQG�
UHTXLULQJ�VWDWHV�WR�FRQVLGHU�UHGXFWLRQV�WR�WKHLU�0HGLFDLG�SURJUDPV��
�

$V�GLVFORVHG�LQ�WKLV�DQQXDO�UHSRUW��ZH�UHFHLYH�D�VLJQLILFDQW�DPRXQW�RI�0HGLFDLG�DQG�0HGLFDLG�PDQDJHG�FDUH�UHYHQXH�IURP�
ERWK�EDVH�SD\PHQWV�DQG�VXSSOHPHQWDO�SD\PHQWV��$OWKRXJK�ZH�DUH�XQDEOH�WR�HVWLPDWH�WKH�LPSDFW�RI�0)$5�RQ�RXU�IXWXUH�UHVXOWV�RI�
RSHUDWLRQV��LI�LPSOHPHQWHG�DV�SURSRVHG��0)$5�UHODWHG�FKDQJHV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�IXWXUH�UHVXOWV�RI�
RSHUDWLRQV���
��

,Q�-DQXDU\��������&06�DQQRXQFHG�D�QHZ�RSSRUWXQLW\�WR�VXSSRUW�VWDWHV�ZLWK�JUHDWHU�IOH[LELOLW\�WR�LPSURYH�WKH�KHDOWK�RI�WKHLU�
0HGLFDLG�SRSXODWLRQV��7KH�QHZ������:DLYHU�%ORFN�*UDQW�7\SH�'HPRQVWUDWLRQ�SURJUDP��WLWOHG�+HDOWK\�$GXOW�2SSRUWXQLW\��³+$2´���
HPSKDVL]HV�WKH�FRQFHSW�RI�YDOXH�EDVHG�FDUH�ZKLOH�JUDQWLQJ�VWDWHV�H[WHQVLYH�IOH[LELOLW\�WR�DGPLQLVWHU�DQG�GHVLJQ�WKHLU�SURJUDPV�ZLWKLQ�D�
GHILQHG�EXGJHW��&06�EHOLHYHV�WKLV�VWDWH�RSSRUWXQLW\�ZLOO�HQKDQFH�WKH�0HGLFDLG�SURJUDP¶V�LQWHJULW\�WKURXJK�LWV�IRFXV�RQ�DFFRXQWDELOLW\�
IRU�UHVXOWV�DQG�TXDOLW\�LPSURYHPHQW��PDNLQJ�WKH�0HGLFDLG�SURJUDP�VWURQJHU�IRU�VWDWHV�DQG�EHQHILFLDULHV��
�
7KH�+$2�SURJUDP�ZLOO�LQFOXGH��

x� %HQHILFLDU\�3URWHFWLRQV��
x� )OH[LELOLW\�LQ�WKH�$GPLQLVWUDWLRQ�RI�%HQHILWV��
x� 7UDQVSDUHQF\��
x� )LQDQFLQJ�DQG�3URJUDP�,QWHJULW\�



���

o� 6WDWHV�SDUWLFLSDWLQJ�LQ�+$2�GHPRQVWUDWLRQV�ZLOO�QHHG�WR�DJUHH�WR�RSHUDWH�WKHLU�SURJUDP�ZLWKLQ�D�GHILQHG�EXGJHW�
WDUJHW��VHW�RQ�HLWKHU�D�WRWDO�H[SHQVHV�RU�SHU�HQUROOHH�EDVLV��LQ�D�PDQQHU�VLPLODU�WR�WKDW�XVHG�LQ�RWKHU�VHFWLRQ������
GHPRQVWUDWLRQV���

o� 7R�WKH�H[WHQW�VWDWHV�DFKLHYH�VDYLQJV�DQG�GHPRQVWUDWH�QR�GHFOLQHV�LQ�DFFHVV�RU�TXDOLW\��&06�ZLOO�VKDUH�EDFN�D�SRUWLRQ�
RI�WKH�IHGHUDO�VDYLQJV�IRU�UHLQYHVWPHQW�LQWR�0HGLFDLG��

x� /LPLWHG�0HGLFDLG�3RSXODWLRQ�
o� 7KH�SRSXODWLRQ�LQFOXGHV�DGXOWV�XQGHU�DJH����ZKR�DUH�QRW�HOLJLEOH�IRU�0HGLFDLG�RQ�WKH�EDVLV�RI�GLVDELOLW\�RU�RQ�WKHLU�

QHHG�IRU�ORQJ�WHUP�FDUH�VHUYLFHV�DQG�VXSSRUWV��DQG�ZKR�DUH�QRW�HOLJLEOH�XQGHU�D�VWDWH�SODQ��
x� %HQHILW�'HVLJQ�DQG�'UXJ�&RYHUDJH�

o� 6WDWHV�KDYH�WKH�RSSRUWXQLW\�WR�GHVLJQ�D�EHQHILW�SDFNDJH�WKDW�DOLJQV�ZLWK�SULYDWH�FRYHUDJH��
o� 3URYLGH�VWDWHV�ZLWK�JUHDWHU�QHJRWLDWLQJ�SRZHU�WR�ORZHU�GUXJ�VSHQGLQJ�DQG�SURPRWH�YDOXH�LQ�WKH�SURJUDP��

x� 0DQDJHG�&DUH�DQG�'HOLYHU\�6\VWHPV�
o� 6WDWHV�ZLOO�EH�DEOH�WR�XVH�DQ\�FRPELQDWLRQ�RI�IHH�IRU�VHUYLFH�DQG�PDQDJHG�FDUH�GHOLYHU\�V\VWHPV�DQG�ZLOO�KDYH�

IOH[LELOLW\�WR�DOWHU�WKHVH�DUUDQJHPHQWV�RYHU�WKH�FRXUVH�RI�WKH�GHPRQVWUDWLRQ�
x� 6WUHDPOLQHG�$SSOLFDWLRQ�3URFHVV�7UDQVLWLRQLQJ������'HPRQVWUDWLRQV�
x� 4XDOLW\�6WUDWHJ\�DQG�3HUIRUPDQFH�$VVHVVPHQW�

o� 6WDWHV�ZLOO�EH�KHOG�WR�D�KLJK�VWDQGDUG�RI�DFFRXQWDELOLW\�IRU�SURGXFLQJ�SRVLWLYH�KHDOWK�RXWFRPHV�DQG�ZLOO�EH�VXEMHFW�WR�
UHJXODU�DQG�WKRURXJK�PRQLWRULQJ�DQG�HYDOXDWLRQ�

�
:H�DUH�XQDEOH�WR�SUHGLFW�ZKHWKHU�DQ\�VWDWHV�ZLOO�RSW�WR�DSSO\�IRU�SDUWLFLSDWLRQ�LQ�WKH�+$2�GHPRQVWUDWLRQ�RU�WKH�LPSDFW�RQ�RXU�

IXWXUH�UHVXOWV�RI�RSHUDWLRQV����
 
Various State Medicaid Supplemental Payment Programs: 

��
:H�LQFXU�KHDOWK�FDUH�UHODWHG�WD[HV��³3URYLGHU�7D[HV´��LPSRVHG�E\�VWDWHV�LQ�WKH�IRUP�RI�D�OLFHQVLQJ�IHH��DVVHVVPHQW�RU�RWKHU�

PDQGDWRU\�SD\PHQW�ZKLFK�DUH�UHODWHG�WR���L��KHDOWKFDUH�LWHPV�RU�VHUYLFHV���LL��WKH�SURYLVLRQ�RI��RU�WKH�DXWKRULW\�WR�SURYLGH��WKH�KHDOWK�
FDUH�LWHPV�RU�VHUYLFHV��RU���LLL��WKH�SD\PHQW�IRU�WKH�KHDOWK�FDUH�LWHPV�RU�VHUYLFHV��6XFK�3URYLGHU�7D[HV�DUH�VXEMHFW�WR�YDULRXV�IHGHUDO�
UHJXODWLRQV�WKDW�OLPLW�WKH�VFRSH�DQG�DPRXQW�RI�WKH�WD[HV�WKDW�FDQ�EH�OHYLHG�E\�VWDWHV�LQ�RUGHU�WR�VHFXUH�IHGHUDO�PDWFKLQJ�IXQGV�DV�SDUW�RI�
WKHLU�UHVSHFWLYH�VWDWH�0HGLFDLG�SURJUDPV��$V�RXWOLQHG�EHORZ��ZH�GHULYH�D�UHODWHG�0HGLFDLG�UHLPEXUVHPHQW�EHQHILW�IURP�DVVHVVHG�
3URYLGHU�7D[HV�LQ�WKH�IRUP�RI�0HGLFDLG�FODLPV�EDVHG�SD\PHQW�LQFUHDVHV�DQG�RU�OXPS�VXP�0HGLFDLG�VXSSOHPHQWDO�SD\PHQWV����

��
,QFOXGHG�LQ�WKHVH�3URYLGHU�7D[�SURJUDPV�DUH�UHLPEXUVHPHQWV�UHFHLYHG�LQ�FRQQHFWLRQ�ZLWK�WKH�7H[DV�8QFRPSHQVDWHG�

&DUH�8SSHU�3D\PHQW�/LPLW�SURJUDP��³8&�83/´��DQG�7H[DV�'HOLYHU\�6\VWHP�5HIRUP�,QFHQWLYH�3D\PHQWV�SURJUDP�
�³'65,3´����$GGLWLRQDO�GLVFORVXUH�UHODWHG�WR�WKH�7H[DV�8&�83/�DQG�'65,3�SURJUDPV�LV�SURYLGHG�EHORZ��

��

Texas Uncompensated Care/Upper Payment Limit Payments: 

&HUWDLQ�RI�RXU�DFXWH�FDUH�KRVSLWDOV�ORFDWHG�LQ�YDULRXV�FRXQWLHV�RI�7H[DV��*UD\VRQ��+LGDOJR��0DYHULFN��3RWWHU�DQG�:HEE��
SDUWLFLSDWH�LQ�0HGLFDLG�VXSSOHPHQWDO�SD\PHQW�6HFWLRQ������:DLYHU�LQGLJHQW�FDUH�SURJUDPV��6HFWLRQ������:DLYHU�8QFRPSHQVDWHG�
&DUH��³8&´��SD\PHQWV�UHSODFH�WKH�IRUPHU�8SSHU�3D\PHQW�/LPLW��³83/´��SD\PHQWV��7KHVH�KRVSLWDOV�DOVR�KDYH�DIILOLDWLRQ�DJUHHPHQWV�
ZLWK�WKLUG�SDUW\�KRVSLWDOV�WR�SURYLGH�IUHH�KRVSLWDO�DQG�SK\VLFLDQ�FDUH�WR�TXDOLI\LQJ�LQGLJHQW�UHVLGHQWV�RI�WKHVH�FRXQWLHV��2XU�KRVSLWDOV�
UHFHLYH�ERWK�VXSSOHPHQWDO�SD\PHQWV�IURP�WKH�0HGLFDLG�SURJUDP�DQG�LQGLJHQW�FDUH�SD\PHQWV�IURP�WKLUG�SDUW\��DIILOLDWHG�KRVSLWDOV��7KH�
VXSSOHPHQWDO�SD\PHQWV�DUH�FRQWLQJHQW�RQ�WKH�FRXQW\�RU�KRVSLWDO�GLVWULFW�PDNLQJ�DQ�,QWHU�*RYHUQPHQWDO�7UDQVIHU��³,*7´��WR�WKH�VWDWH�
0HGLFDLG�SURJUDP�ZKLOH�WKH�LQGLJHQW�FDUH�SD\PHQW�LV�FRQWLQJHQW�RQ�D�WUDQVIHU�RI�IXQGV�IURP�WKH�DSSOLFDEOH�DIILOLDWHG�KRVSLWDOV��
+RZHYHU��WKH�FRXQW\�RU�KRVSLWDO�GLVWULFW�LV�SURKLELWHG�IURP�HQWHULQJ�LQWR�DQ�DJUHHPHQW�WR�FRQGLWLRQ�DQ\�,*7�RQ�WKH�DPRXQW�RI�DQ\�
SULYDWH�KRVSLWDO¶V�LQGLJHQW�FDUH�REOLJDWLRQ����

��
)RU�VWDWH�ILVFDO�\HDU�������7H[DV�0HGLFDLG�FRQWLQXHG�WR�RSHUDWH�XQGHU�D�&06�DSSURYHG�6HFWLRQ������ILYH�\HDU�0HGLFDLG�

ZDLYHU�GHPRQVWUDWLRQ�SURJUDP�H[WHQGHG�E\�&06�IRU�ILIWHHQ�PRQWKV�WR�'HFHPEHU�����������'XULQJ�WKH�ILUVW�ILYH�\HDUV�RI�WKLV�SURJUDP�
WKDW�VWDUWHG�LQ�VWDWH�ILVFDO�\HDU�������WKH�7++6&�WUDQVLWLRQHG�DZD\�IURP�83/�SD\PHQWV�WR�QHZ�ZDLYHU�LQFHQWLYH�SD\PHQW�SURJUDPV��
8&�DQG�'65,3�SD\PHQWV��'XULQJ�GHPRQVWUDWLRQ�SHULRGV�HQGLQJ�'HFHPEHU�����������7++6&�FRQWLQXHG�WR��PDNH�LQFHQWLYH�SD\PHQWV�
XQGHU�WKH�SURJUDP�DIWHU�FHUWDLQ�TXDOLI\LQJ�FULWHULD�ZHUH�PHW�E\�KRVSLWDOV��6XSSOHPHQWDO�SD\PHQWV�DUH�DOVR�VXEMHFW�WR�DJJUHJDWH�
VWDWHZLGH�FDSV�EDVHG�RQ�&06�DSSURYHG�0HGLFDLG�ZDLYHU�DPRXQWV��

��
2Q�'HFHPEHU�����������&06�DSSURYHG�WKH������:DLYHU�IRU�WKH�SHULRG�-DQXDU\���������WR�6HSWHPEHU�����������7KH�:DLYHU�

FRQWLQXHG�WR�LQFOXGH�8&�DQG�'65,3�SD\PHQW�SRROV�ZLWK�PRGLILFDWLRQV�DQG�QHZ�VWDWH�VSHFLILF�UHSRUWLQJ�GHDGOLQHV�WKDW�LI�QRW�PHW�E\�
7++6&�ZLOO�UHVXOW�LQ�PDWHULDO�GHFUHDVHV�LQ�WKH�VL]H�RI�WKH�8&�DQG�'65,3�SRROV���)RU�8&�GXULQJ�WKH�LQLWLDO�WZR�\HDUV�RI�WKLV�UHQHZDO��
WKH�8&�SURJUDP�ZLOO�UHPDLQ�UHODWLYHO\�WKH�VDPH�LQ�VL]H�DQG�DOORFDWLRQ�PHWKRGRORJ\���)RU�\HDU�WKUHH�RI�WKLV�ZDLYHU�UHQHZDO��))<�������
DQG�WKURXJK�))<�������WKH�VL]H�DQG�GLVWULEXWLRQ�RI�WKH�8&�SRRO�ZLOO�EH�GHWHUPLQHG�EDVHG�RQ�FKDULW\�FDUH�FRVWV�UHSRUWHG�WR�++6&�LQ�



���

DFFRUGDQFH�ZLWK�0HGLFDUH�FRVW�UHSRUW�:RUNVKHHW�6����SULQFLSOHV���,Q�6HSWHPEHU�������&06�DSSURYHG�WKH�DQQXDO�8&�SRRO�VL]H�LQ�WKH�
DPRXQW�RI������ELOOLRQ�IRU�GHPRQVWUDWLRQ�\HDUV��³'<V´��������DQG�����2FWREHU���������WR�6HSWHPEHU������������:H�HVWLPDWH�WKH�
LPSDFW�RQ�RI�WKHVH�8&�SURJUDP�FKDQJHV�FRXOG�UHVXOW�LQ�D����WR�����LQFUHDVH�WR�8&�SD\PHQWV�LQ�'<V���WR����DV�FRPSDUHG�WR�RXU�'<�
��8&�SD\PHQWV��
�

(IIHFWLYH�$SULO����������FHUWDLQ�RI�RXU�DFXWH�FDUH�KRVSLWDOV�ORFDWHG�LQ�7H[DV�EHJDQ�WR�UHFHLYH�0HGLFDLG�PDQDJHG�FDUH�UDWH�
HQKDQFHPHQWV�XQGHU�WKH�8QLIRUP�+RVSLWDO�5DWH�,QFUHDVH�3URJUDP��³8+5,3´����7KH�QRQ�IHGHUDO�VKDUH�FRPSRQHQW�RI�WKHVH�8+5,3�UDWH�
HQKDQFHPHQWV�DUH�ILQDQFHG�E\�3URYLGHU�7D[HV���7KH�7H[DV������:DLYHU�UXOHV�UHTXLUH�8+5,3�UDWH�HQKDQFHPHQWV�EH�FRQVLGHUHG�LQ�WKH�
7H[DV�8&�SD\PHQW�PHWKRGRORJ\�ZKLFK�UHVXOWV�LQ�D�UHGXFWLRQ�WR�RXU�8&�SD\PHQWV���7KH�8&�DPRXQWV�UHSRUWHG�LQ�WKH�6WDWH�0HGLFDLG�
6XSSOHPHQWDO�3D\PHQW�3URJUDP�7DEOH�EHORZ�UHIOHFW�WKH�LPSDFW�RI�WKLV�QHZ�8+5,3�SURJUDP��,Q�)HEUXDU\��������7++6&�DQQRXQFHG�
WKH�8+5,3�SRRO�IRU�WKH�VWDWH¶V������ILVFDO�\HDU�ZLOO�LQFUHDVH�WR������ELOOLRQ�IURP�LWV�FXUUHQW�IXQGLQJ�OHYHO�RI������ELOOLRQ���:H�HVWLPDWH�
WKDW�WKLV�FKDQJH��LI�DSSURYHG�E\�&06��ZLOO�IDYRUDEO\�LPSDFW�RXU�DQQXDO�UHVXOWV�RI�RSHUDWLRQV�E\�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�WKDW�
SHULRG��RI�ZKLFK�DSSUR[LPDWHO\����PLOOLRQ�UHODWHV�WR�WKH�\HDU�HQGHG�'HFHPEHU������������
��

2Q�1RYHPEHU�����������7++6&�SXEOLVKHG�D�ILQDO�UXOH�HIIHFWLYH�LQ�IHGHUDO�ILVFDO�\HDUV������DQG������WKDW�FKDQJHV�WKH�
GHILQLWLRQ�RI�D�UXUDO�KRVSLWDO�IRU�WKH�SXUSRVHV�RI�GHWHUPLQLQJ�7H[DV�8&�SD\PHQWV�DQG�WKH�DSSOLFDEOH�8&�SD\PHQW�UHGXFWLRQ��7KH�
DSSOLFDWLRQ�RI�8&�SD\PHQW�UHGXFWLRQ�DOORZV�WKH�7++6&�WR�FRPSO\�ZLWK�WKH�RYHUDOO�VWDWHZLGH�8&�SD\PHQW�FDS�UHTXLUHG�XQGHU�WKH�
VSHFLDO�WHUPV�DQG�FRQGLWLRQ�RI�WKH�DSSURYHG������:DLYHU���7ZR�RI�RXU�DFXWH�FDUH�KRVSLWDOV��ZKLFK�KDYH�EHHQ�GHVLJQDWHG�DV�D�5XUDO�
5HIHUUDO�&HQWHU�E\�&06�DQG�ZKLFK�DUH�ORFDWHG�LQ�DQ�XUEDQ�0HWURSROLWDQ�6WDWLVWLFDO�$UHD��UHFRUGHG���L��LQFUHDVHG�8&�
SD\PHQWV�UHYHQXH�IRU�WKH�IHGHUDO�ILVFDO�\HDU�HQGLQJ�6HSWHPEHU�����������DQG���LL��GHFUHDVHG�8&�SD\PHQWV�UHYHQXH�IRU�WKH�IHGHUDO�
ILVFDO�\HDU�EHJLQQLQJ�2FWREHU����������7KH�QHW�LPSDFW�RI�WKHVH�FKDQJHV�KDG�D�IDYRUDEOH�LPSDFW�RQ�RXU������UHVXOWV�RI�RSHUDWLRQV�DQG�
DUH�LQFOXGHG�LQ�WKH�DPRXQWV�UHIOHFWHG�EHORZ�LQ�WKH State Medicaid Supplemental Payment Program�WDEOH��

Texas Delivery System Reform Incentive Payments: 

,Q�DGGLWLRQ��WKH�7H[DV�0HGLFDLG�6HFWLRQ������:DLYHU�LQFOXGHV�D�'65,3�SRRO�WR�LQFHQWLYL]H�KRVSLWDOV�DQG�RWKHU�SURYLGHUV�WR�
WUDQVIRUP�WKHLU�VHUYLFH�GHOLYHU\�SUDFWLFHV�WR�LPSURYH�TXDOLW\��KHDOWK�VWDWXV��SDWLHQW�H[SHULHQFH��FRRUGLQDWLRQ��DQG�FRVW�HIIHFWLYHQHVV��
'65,3�SRRO�SD\PHQWV�DUH�LQFHQWLYH�SD\PHQWV�WR�KRVSLWDOV�DQG�RWKHU�SURYLGHUV�WKDW�GHYHORS�SURJUDPV�RU�VWUDWHJLHV�WR�HQKDQFH�DFFHVV�WR�
KHDOWK�FDUH��LQFUHDVH�WKH�TXDOLW\�RI�FDUH��WKH�FRVW�HIIHFWLYHQHVV�RI�FDUH�SURYLGHG�DQG�WKH�KHDOWK�RI�WKH�SDWLHQWV�DQG�IDPLOLHV�VHUYHG��,Q�
0D\��������&06�IRUPDOO\�DSSURYHG�VSHFLILF�'65,3�SURMHFWV�IRU�FHUWDLQ�RI�RXU�KRVSLWDOV�IRU�GHPRQVWUDWLRQ�\HDUV���WR����RXU�IDFLOLWLHV�
GLG�QRW�PDWHULDOO\�SDUWLFLSDWH�LQ�WKH�'65,3�SRRO�GXULQJ�GHPRQVWUDWLRQ�\HDUV���RU�����'65,3�SD\PHQWV�DUH�FRQWLQJHQW�RQ�WKH�KRVSLWDO�
PHHWLQJ�FHUWDLQ�SUH�GHWHUPLQHG�PLOHVWRQHV��PHWULFV�DQG�FOLQLFDO�RXWFRPHV��$GGLWLRQDOO\��'65,3�SD\PHQWV�DUH�FRQWLQJHQW�RQ�D�
JRYHUQPHQWDO�HQWLW\�SURYLGLQJ�DQ�,*7�IRU�WKH�QRQ�IHGHUDO�VKDUH�FRPSRQHQW�RI�WKH�'65,3�SD\PHQW��7++6&�JHQHUDOO\�DSSURYHV�
'65,3�UHSRUWHG�PHWULFV��PLOHVWRQHV�DQG�FOLQLFDO�RXWFRPHV�RQ�D�VHPL�DQQXDO�EDVLV�LQ�-XQH�DQG�'HFHPEHU���8QGHU�WKH�&06�DSSURYDO�
QRWHG�DERYH��WKH�:DLYHU�UHQHZDO�UHTXLUHV�WKH�WUDQVLWLRQ�RI�WKH�'65,3�SURJUDP�WR�RQH�IRFXVHG�RQ��KHDOWK�V\VWHP�SHUIRUPDQFH�
PHDVXUHPHQW�DQG�LPSURYHPHQW���7++6&�PXVW�VXEPLW�D�WUDQVLWLRQ�SODQ�GHVFULELQJ��KRZ�LW�ZLOO�IXUWKHU�GHYHORS�LWV�GHOLYHU\�V\VWHP�
UHIRUPV�ZLWKRXW�'65,3�IXQGLQJ�DQG�RU�SKDVH�RXW�'65,3�IXQGHG�DFWLYLWLHV�DQG�PHHW�PXWXDOO\�DJUHHDEOH�PLOHVWRQHV�WR�GHPRQVWUDWH�LWV�
RQJRLQJ�SURJUHVV����7KH�VL]H�RI�WKH�'65,3�SRRO�ZLOO�UHPDLQ�XQFKDQJHG�IRU�WKH�LQLWLDO�WZR�\HDUV�RI�WKH�ZDLYHU�UHQHZDO�ZLWK�XQVSHFLILHG�
GHFUHDVHV�LQ�\HDUV�WKUHH�DQG�IRXU�RI�WKH�UHQHZDO��))<������DQG�������UHVSHFWLYHO\���,Q�))<�������'65,3�IXQGLQJ�XQGHU�WKH�ZDLYHU�LV�
HOLPLQDWHG��)RU�))<������DQG�������ZH�HVWLPDWH�WKHVH�FKDQJHV�ZLOO�UHVXOW�LQ�D����PLOOLRQ�DQG����PLOOLRQ�GHFUHDVH�LQ�'65,3�
SD\PHQWV��UHVSHFWLYHO\���)RU�))<�������ZH�ZLOO�QR�ORQJHU�UHFHLYH�'65,3�IXQGV�GXH�WR�WKH�HOLPLQDWLRQ�RI�WKLV�IXQGLQJ�VRXUFH�E\�&06�
LQ�WKH�:DLYHU�UHQHZDO��,Q�6HSWHPEHU�������++6&�VXEPLWWHG�D�'65,3�7UDQVLWLRQ�3ODQ�WR�&06�DV�UHTXLUHG�E\�WKH������:DLYHU�6SHFLDO�
7HUPV�DQG�&RQGLWLRQV�����WKDW�RXWOLQHV�D�WUDQVLWLRQ�IURP�WKH�FXUUHQW�'65,3�SURJUDP�WR�D�9DOXH�%DVHG�3XUFKDVLQJ��³9%3´��W\SH�
SD\PHQW�PRGHO��7KH�GUDIW�SODQ�ZLOO�EH�ILQDOL]HG�ZLWK�&06�E\�0DUFK������������7KH�HIIHFWLYH�GDWH�RI�WKH�QHZ�9%3�SD\PHQW�PRGHO��LI�
DSSURYHG�E\�&06��LV�QRW�\HW�NQRZQ��6LPLODUO\��GHWDLOV�RI�WKH�9%3�PRGHO�DUH�VWLOO�XQGHU�GHYHORSPHQW���$V�D�UHVXOW��ZH�DUH�XQDEOH�WR�
HVWLPDWH�WKH�ILQDQFLDO�LPSDFW�RI�WKLV�SD\PHQW�FKDQJH��
 

Summary of Amounts Related To The Above-Mentioned Various State Medicaid Supplemental Payment Programs:  

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�WKH�UHYHQXHV��3URYLGHU�7D[HV�DQG�QHW�EHQHILW�UHODWHG�WR�HDFK�RI�WKH�DERYH�PHQWLRQHG�
0HGLFDLG�VXSSOHPHQWDO�SURJUDPV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG��������7KH�3URYLGHU�7D[HV�DUH�UHFRUGHG�LQ�RWKHU�
RSHUDWLQJ�H[SHQVHV�RQ�WKH�&RQGHQVHG�&RQVROLGDWHG�6WDWHPHQWV�RI�,QFRPH�DV�LQFOXGHG�KHUHLQ����



���

�� �DPRXQWV�LQ�PLOOLRQV�� ��
�� ����� � ����� � ����� ��
7H[DV�8&�83/�� � �� � � �� � � �� ��
�5HYHQXHV� � ���� � ���� � �����
�3URYLGHU�7D[HV� � ����� ����� ������
�1HW�EHQHILW� � ��� � ��� � �����
�� � �� � � �� � � �� ��
7H[DV�'65,3�� � �� � � �� � � �� ��
�5HYHQXHV� � ��� � ��� � �����
�3URYLGHU�7D[HV� � ����� ���� ������
�1HW�EHQHILW� � ��� � ��� � �����
�� � �� � � �� � � �� ��
9DULRXV�RWKHU�VWDWH�SURJUDPV�� � �� � � �� � � �� ��
�5HYHQXHV� � ���� � ���� � ������
�3URYLGHU�7D[HV� � ������ ������ �������
�1HW�EHQHILW� � ���� � ���� � �����
�� � �� � � �� � � �� ��
7RWDO�DOO�3URYLGHU�7D[�SURJUDPV�� � �� � � �� � � �� ��
�5HYHQXHV� � ���� � ���� � ������
�3URYLGHU�7D[HV� � ������ ������ �������
�1HW�EHQHILW� � ���� � ���� � ������

,QFOXGHG�LQ�WKH������7H[DV�8&�83/�DPRXQWV�UHIOHFWHG�DERYH�ZDV�DSSUR[LPDWHO\�����PLOOLRQ�UHFHLYHG�GXULQJ�WKH�WKLUG�
TXDUWHU�RI�������DSSUR[LPDWHO\����PLOOLRQ�RI�ZKLFK�UHODWHV�WR�SULRU�\HDUV����

:H�HVWLPDWH�WKDW�RXU�DJJUHJDWH�QHW�EHQHILW�IURP�WKH�7H[DV�DQG�YDULRXV�RWKHU�VWDWH�0HGLFDLG�VXSSOHPHQWDO�SD\PHQW�SURJUDPV�
ZLOO�DSSUR[LPDWH������PLOOLRQ��QHW�RI�3URYLGHU�7D[HV�RI������PLOOLRQ��GXULQJ�WKH�\HDU�HQGLQJ�'HFHPEHU�����������7KLV�HVWLPDWH�LV�
EDVHG�XSRQ�YDULRXV�WHUPV�DQG�FRQGLWLRQV�WKDW�DUH�RXW�RI�RXU�FRQWURO�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��WKH�VWDWHV¶�&06¶V�FRQWLQXHG�DSSURYDO�
RI�WKH�SURJUDPV�DQG�WKH�DSSOLFDEOH�KRVSLWDO�GLVWULFW�RU�FRXQW\�PDNLQJ�,*7V�FRQVLVWHQW�ZLWK������OHYHOV��)XWXUH�FKDQJHV�WR�WKHVH�WHUPV�
DQG�FRQGLWLRQV�FRXOG�PDWHULDOO\�UHGXFH�RXU�QHW�EHQHILW�GHULYHG�IURP�WKH�SURJUDPV�ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�
IXWXUH�FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV���,Q�DGGLWLRQ��3URYLGHU�7D[HV�DUH�JRYHUQHG�E\�ERWK�IHGHUDO�DQG�VWDWH�ODZV�DQG�DUH�VXEMHFW�WR�
IXWXUH�OHJLVODWLYH�FKDQJHV�WKDW��LI�UHGXFHG�IURP�FXUUHQW�UDWHV�LQ�VHYHUDO�VWDWHV��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�IXWXUH�
FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV��

Texas and South Carolina Medicaid Disproportionate Share Hospital Payments: 

+RVSLWDOV�WKDW�KDYH�DQ�XQXVXDOO\�ODUJH�QXPEHU�RI�ORZ�LQFRPH�SDWLHQWV��L�H���WKRVH�ZLWK�D�0HGLFDLG�XWLOL]DWLRQ�UDWH�RI�DW�OHDVW�
RQH�VWDQGDUG�GHYLDWLRQ�DERYH�WKH�PHDQ�0HGLFDLG�XWLOL]DWLRQ��RU�KDYLQJ�D�ORZ�LQFRPH�SDWLHQW�XWLOL]DWLRQ�UDWH�H[FHHGLQJ������DUH�
HOLJLEOH�WR�UHFHLYH�D�'6+�DGMXVWPHQW��&RQJUHVV�HVWDEOLVKHG�D�QDWLRQDO�OLPLW�RQ�'6+�DGMXVWPHQWV��$OWKRXJK�WKLV�OHJLVODWLRQ�DQG�WKH�
UHVXOWLQJ�VWDWH�EURDG�EDVHG�SURYLGHU�WD[HV�KDYH�DIIHFWHG�WKH�SD\PHQWV�ZH�UHFHLYH�XQGHU�WKH�0HGLFDLG�SURJUDP��WR�GDWH�WKH�QHW�LPSDFW�
KDV�QRW�EHHQ�PDWHULDOO\�DGYHUVH��

8SRQ�PHHWLQJ�FHUWDLQ�FRQGLWLRQV�DQG�VHUYLQJ�D�GLVSURSRUWLRQDWHO\�KLJK�VKDUH�RI�7H[DV¶�DQG�6RXWK�&DUROLQD¶V�ORZ�LQFRPH�
SDWLHQWV��ILYH�RI�RXU�IDFLOLWLHV�ORFDWHG�LQ�7H[DV�DQG�RQH�IDFLOLW\�ORFDWHG�LQ�6RXWK�&DUROLQD�UHFHLYHG�DGGLWLRQDO�UHLPEXUVHPHQW�IURP�HDFK�
VWDWH¶V�'6+�IXQG��7KH�6RXWK�&DUROLQD�DQG�7H[DV�'6+�SURJUDPV�ZHUH�UHQHZHG�IRU�HDFK�VWDWH¶V������'6+�ILVFDO�\HDU��FRYHULQJ�WKH�
SHULRG�RI�2FWREHU���������WKURXJK�6HSWHPEHU������������

,Q�FRQQHFWLRQ�ZLWK�WKHVH�'6+�SURJUDPV��LQFOXGHG�LQ�RXU�ILQDQFLDO�UHVXOWV�ZDV�DQ�DJJUHJDWH�RI�DSSUR[LPDWHO\�����PLOOLRQ�
GXULQJ�����������PLOOLRQ�GXULQJ������DQG�����PLOOLRQ�GXULQJ��������:H�H[SHFW�WKH�DJJUHJDWH�UHLPEXUVHPHQWV�WR�RXU�KRVSLWDOV�
SXUVXDQW�WR�WKH�7H[DV�DQG�6RXWK�&DUROLQD������ILVFDO�\HDU�SURJUDPV�WR�EH�DSSUR[LPDWHO\�����PLOOLRQ����

7KH�/HJLVODWLRQ�DQG�VXEVHTXHQW�IHGHUDO�OHJLVODWLRQ�SURYLGHV�IRU�D�VLJQLILFDQW�UHGXFWLRQ�LQ�0HGLFDLG�GLVSURSRUWLRQDWH�VKDUH�
SD\PHQWV�EHJLQQLQJ�LQ�IHGHUDO�ILVFDO�\HDU�������VHH�EHORZ�LQ Sources of Revenues and Health Care Reform-Medicaid Revisions�IRU�
DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�WKH�GHOD\�RI�WKHVH�'6+�UHGXFWLRQV���7KH�8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV�LV�WR�
GHWHUPLQH�WKH�DPRXQW�RI�0HGLFDLG�'6+�SD\PHQW�FXWV�LPSRVHG�RQ�HDFK�VWDWH�EDVHG�RQ�D�GHILQHG�PHWKRGRORJ\��$V�0HGLFDLG�'6+�
SD\PHQWV�WR�VWDWHV�ZLOO�EH�FXW��FRQVHTXHQWO\��SD\PHQWV�WR�0HGLFDLG�SDUWLFLSDWLQJ�SURYLGHUV��LQFOXGLQJ�RXU�KRVSLWDOV�LQ�7H[DV�DQG�6RXWK�
&DUROLQD��ZLOO�EH�UHGXFHG�LQ�WKH�FRPLQJ�\HDUV��%DVHG�RQ�WKH�&06�ILQDO�UXOH�SXEOLVKHG�LQ�6HSWHPEHU��������EHJLQQLQJ�LQ�ILVFDO�\HDU�
������DQQXDO�0HGLFDLG�'6+�SD\PHQWV�LQ�6RXWK�&DUROLQD�DQG�7H[DV�FRXOG�EH�UHGXFHG�E\�DSSUR[LPDWHO\�����DQG������UHVSHFWLYHO\��
IURP������'6+�SD\PHQW�OHYHOV�����
�



���

2XU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�LQ�7H[DV�KDYH�EHHQ�UHFHLYLQJ�0HGLFDLG�'6+�SD\PHQWV�VLQFH�))<��������$V�ZLWK�DOO�
0HGLFDLG�'6+�SD\PHQWV��KRVSLWDOV�DUH�VXEMHFW�WR�VWDWH�DXGLWV�WKDW�W\SLFDOO\�RFFXU�XS�WR�WKUHH�\HDUV�DIWHU�WKHLU�UHFHLSW��'6+�SD\PHQWV�
DUH�VXEMHFW�WR�D�IHGHUDO�+RVSLWDO�6SHFLILF�/LPLW��³+6/´��DQG�DUH�QRW�IXOO\�NQRZQ�XQWLO�WKH�'6+�DXGLW�UHVXOWV�DUH�FRQFOXGHG���,Q�JHQHUDO��
IUHHVWDQGLQJ�SV\FKLDWULF�KRVSLWDOV�WHQG�WR�SURYLGH�VLJQLILFDQWO\�OHVV�FKDULW\�FDUH�WKDQ�DFXWH�FDUH�KRVSLWDOV�DQG�WKHUHIRUH�DUH�DW�PRUH�ULVN�
IRU�UHWURDFWLYH�UHFRXSPHQW�RI�SULRU�\HDU�'6+�SD\PHQWV�LQ�H[FHVV�RI�WKHLU�UHVSHFWLYH�+6/���,Q�OLJKW�RI�WKH�UHWURDFWLYH�+6/�DXGLW�ULVN�
IRU�IUHHVWDQGLQJ�SV\FKLDWULF�KRVSLWDOV��ZH�KDYH�HVWDEOLVKHG�'6+�UHVHUYHV�IRU�RXU�IDFLOLWLHV�WKDW�KDYH�EHHQ�UHFHLYLQJ�IXQGV�VLQFH�))<�
������7KHVH�'6+�UHVHUYHV�DUH�DOVR�LPSDFWHG�E\�WKH�UHVROXWLRQ�RI�IHGHUDO�'6+�OLWLJDWLRQ�UHODWHG�WR�&KLOGUHQ¶V�+RVSLWDO�$VVRFLDWLRQ�RI�
7H[DV�Y��$]DU��³&+$7´���1R�����FY������'�'�&��0DUFK�����������DSSHDO�GRFNHWHG��1R�����������'�&��&LU��0D\����������ZKHUH�WKH�
FDOFXODWLRQ�RI�+6/�ZDV�EHLQJ�FKDOOHQJHG��,Q�$XJXVW��������'&�&LUFXLW�&RXUW�RI�$SSHDOV�LVVXHG�D�XQDQLPRXV�GHFLVLRQ�LQ�&+$7�DQG�
UHYHUVHG�WKH�MXGJPHQW�RI�WKH�GLVWULFW�FRXUW�LQ�IDYRU�RI�&06�DQG�RUGHUHG�WKDW�&06¶V�³�����5XOH´��UHJDUGLQJ�0HGLFDLG�'6+�
3D\PHQWV²7UHDWPHQW�RI�7KLUG�3DUW\�3D\HUV�LQ�&DOFXODWLQJ�8QFRPSHQVDWHG�&DUH�&RVWV��EH�UHLQVWDWHG��&06�KDV�QRW�LVVXHG�DQ\�
DGGLWLRQDO�JXLGDQFH�SRVW�WKH�UXOLQJ�DQG�LW�LV�XQFOHDU�LI�WKH�SODLQWLIIV�LQ�WKH�FDVH�ZLOO�DSSHDO�WKH�GHFLVLRQ�WR�WKH�6XSUHPH�&RXUW�RI�WKH�
8QLWHG�6WDWHV��6HSDUDWH�OHJDO�FKDOOHQJHV�RQ�WKLV�VDPH�LVVXH�DUH�SHQGLQJ�LQ�FLUFXLW�FRXUWV�LQ�WKH�)LIWK�DQG�6L[WK�&LUFXLWV��$GGLWLRQDOO\��
RQ�1RYHPEHU����������WKH�8QLWHG�6WDWHV�&RXUW�RI�$SSHDOV�IRU�WKH�(LJKWK�&LUFXLW�LVVXHG�DQ�RSLQLRQ�XSKROGLQJ�WKH������5XOH��0LVVRXUL�
+RVS��$VV¶Q�Y��$]DU��1R������������WK�&LU��1RY������������L�H��UHYHUVLQJ�D�GLVWULFW�FRXUW�RUGHU�HQMRLQLQJ�WKH������UXOH���7KLV�OHJDO�
DFWLYLW\�PD\�LPSDFW�&06¶V�JXLGDQFH�RQ�WKH������5XOH�UHJDUGLQJ�WKH�IHGHUDO�+6/��7KH�FXPXODWLYH�0HGLFDLG�'6+�DQG�8&�
UHLPEXUVHPHQWV�UHODWHG�WR�RXU�EHKDYLRUDO�KHDOWK�KRVSLWDOV�ORFDWHG�LQ�7H[DV��WKDW�KDYH�EHHQ�UHVHUYHG�IRU�LQ�RXU�ILQDQFLDO�VWDWHPHQWV�
UHODWHG�WR�WKHVH�PDWWHUV��DPRXQWHG�WR�����PLOOLRQ�DQG�����PLOOLRQ�DV�RI�'HFHPEHU����������DQG�������UHVSHFWLYHO\��
 
Nevada SPA: 

��
,Q�1HYDGD��&06�DSSURYHG�D�VWDWH�SODQ�DPHQGPHQW��³63$´��LQ�$XJXVW�������WKDW�LPSOHPHQWHG�D�KRVSLWDO�VXSSOHPHQWDO�

SD\PHQW�SURJUDP�UHWURDFWLYH�WR�-DQXDU\����������7KLV�63$�KDV�EHHQ�DSSURYHG�IRU�DGGLWLRQDO�VWDWH�ILVFDO�\HDUV�LQFOXGLQJ�WKH������ILVFDO�
\HDU�FRYHULQJ�WKH�SHULRG�RI�-XO\���������WKURXJK�-XQH�����������
��

,Q�FRQQHFWLRQ�ZLWK�WKLV�SURJUDP��LQFOXGHG�LQ�RXU�ILQDQFLDO�UHVXOWV�ZDV�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�����������PLOOLRQ�
GXULQJ������DQG�����PLOOLRQ�GXULQJ�������:H�HVWLPDWH�WKDW�RXU�UHLPEXUVHPHQWV�SXUVXDQW�WR�WKLV�SURJUDP�ZLOO�DSSUR[LPDWH�����PLOOLRQ�
GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�������������
�
California SPA: 
�

,Q�&DOLIRUQLD��&06�LVVXHG�IRUPDO�DSSURYDO�RI�WKH���������+RVSLWDO�)HH�3URJUDP�LQ�'HFHPEHU�������UHWURDFWLYH�WR�-DQXDU\����
�����WKURXJK�-XQH�����������7KLV�DSSURYDO�LQFOXGHG�WKH�0HGLFDLG�LQSDWLHQW�DQG�RXWSDWLHQW�IHH�IRU�VHUYLFH�VXSSOHPHQWDO�SD\PHQWV�DQG�
WKH�RYHUDOO�SURYLGHU�WD[�VWUXFWXUH�EXW�GLG�QRW�\HW�LQFOXGH�WKH�DSSURYDO�RI�WKH�PDQDJHG�FDUH�SD\PHQW�FRPSRQHQW��8SRQ�DSSURYDO�E\�
&06��WKH�PDQDJHG�FDUH�SD\PHQW�FRPSRQHQW�ZLOO�FRQVLVW�RI�WZR�FDWHJRULHV�RI�SD\PHQWV��³SDVV�WKURXJK´�SD\PHQWV�DQG�³GLUHFWHG´�
SD\PHQWV��7KH�SDVV�WKURXJK�SD\PHQWV�ZLOO�EH�VLPLODU�LQ�QDWXUH�WR�WKH�SULRU�+RVSLWDO�)HH�3URJUDP�SD\PHQW�PHWKRG�ZKHUHDV�WKH�
GLUHFWHG�SD\PHQW�PHWKRG�ZLOO�EH�EDVHG�RQ�DFWXDO�FRQFXUUHQW�KRVSLWDO�0HGLFDLG�PDQDJHG�FDUH�LQ�QHWZRUN�SDWLHQW�YROXPH��&06�KDV�
DSSURYHG�WKH�³GLUHFWHG´�SD\PHQW�FRPSRQHQW�PHWKRGRORJ\�IRU�WKH�SHULRG�RI�-XO\���������WKURXJK�-XQH�����������7KH�WLPLQJ�RI�&06¶V�
DSSURYDO�RI�WKH�³SDVV�WKURXJK´�FRPSRQHQW�LV�XQFHUWDLQ���,Q�6HSWHPEHU��������WKH�VWDWH�VXEPLWWHG�D�UHTXHVW�WR�UHQHZ�WKH�+RVSLWDO�)HH�
3URJUDP�IRU�WKH�SHULRG�-XO\���������WR�'HFHPEHU�����������7KH�WLPLQJ�RI�&06¶V�DSSURYDO�RI�WKLV�QHZ�SURJUDP�LV�XQFHUWDLQ���,Q�
FRQQHFWLRQ�ZLWK�WKH�H[LVWLQJ�SURJUDP��LQFOXGHG�LQ�RXU�ILQDQFLDO�UHVXOWV�ZDV�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�����������PLOOLRQ�GXULQJ�
�����DQG�����PLOOLRQ�GXULQJ�������:H�HVWLPDWH�WKDW�RXU�UHLPEXUVHPHQWV�SXUVXDQW�WR�WKLV�SURJUDP�ZLOO�DSSUR[LPDWH�����PLOOLRQ�GXULQJ�
WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�DJJUHJDWH�LPSDFW�RI�WKH�&DOLIRUQLD�VXSSOHPHQWDO�SD\PHQW�SURJUDP��DV�RXWOLQHG�DERYH��LV�
LQFOXGHG�LQ�WKH�DERYH State Medicaid Supplemental Payment Program�WDEOH��
��

Risk Factors Related To State Supplemental Medicaid Payments: 

$V�RXWOLQHG�DERYH��ZH�UHFHLYH�VXEVWDQWLDO�UHLPEXUVHPHQW�IURP�PXOWLSOH�VWDWHV�LQ�FRQQHFWLRQ�ZLWK�YDULRXV�VXSSOHPHQWDO�
0HGLFDLG�SD\PHQW�SURJUDPV��7KH�VWDWHV�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��7H[DV��0LVVLVVLSSL��,OOLQRLV��1HYDGD��$UNDQVDV��&DOLIRUQLD�DQG�
,QGLDQD��)DLOXUH�WR�UHQHZ�WKHVH�SURJUDPV�EH\RQG�WKHLU�VFKHGXOHG�WHUPLQDWLRQ�GDWHV��IDLOXUH�RI�WKH�SXEOLF�KRVSLWDOV�WR�SURYLGH�WKH�
QHFHVVDU\�,*7V�IRU�WKH�VWDWHV¶�VKDUH�RI�WKH�'6+�SURJUDPV��IDLOXUH�RI�RXU�KRVSLWDOV�WKDW�FXUUHQWO\�UHFHLYH�VXSSOHPHQWDO�0HGLFDLG�
UHYHQXHV�WR�TXDOLI\�IRU�IXWXUH�IXQGV�XQGHU�WKHVH�SURJUDPV��RU�UHGXFWLRQV�LQ�UHLPEXUVHPHQWV��FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�
RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��

��
,Q�$SULO��������&06�SXEOLVKHG�LWV�ILQDO�0HGLFDLG�0DQDJHG�&DUH�5XOH�ZKLFK�H[SOLFLWO\�SHUPLWV�EXW�SKDVHV�RXW�WKH�XVH�RI�SDVV�

WKURXJK�SD\PHQWV��LQFOXGLQJ�VXSSOHPHQWDO�SD\PHQWV��E\�0HGLFDLG�0DQDJHG�&DUH�2UJDQL]DWLRQV��³0&2´��WR�KRVSLWDOV�RYHU�WHQ�\HDUV�
EXW�DOORZV�IRU�D�WUDQVLWLRQ�RI�WKH�SDVV�WKURXJK�SD\PHQWV�LQWR�YDOXH�EDVHG�SD\PHQW�VWUXFWXUHV��GHOLYHU\�V\VWHP�UHIRUP�LQLWLDWLYHV�RU�
SD\PHQWV�WLHG�WR�VHUYLFHV�XQGHU�D�0&2�FRQWUDFW���6LQFH�ZH�DUH�XQDEOH�WR�GHWHUPLQH�WKH�ILQDQFLDO�LPSDFW�RI�WKLV�DVSHFW�RI�WKH�ILQDO�UXOH��
ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�WKH�ILQDO�UXOH�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV���,Q�



���

1RYHPEHU��������&06�LVVXHG�D�SURSRVHG�UXOH�WKDW�ZRXOG�SHUPLW�SDVV�WKURXJK�VXSSOHPHQWDO�SURYLGHU�SD\PHQWV�GXULQJ�D�WLPH�OLPLWHG�
SHULRG�ZKHQ�VWDWHV�WUDQVLWLRQ�SRSXODWLRQV�RU�VHUYLFHV�IURP�IHH�IRU�VHUYLFH�0HGLFDLG�WR�PDQDJHG�FDUH��

+,7(&+�$FW��,Q�-XO\�������WKH�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��³++6´��SXEOLVKHG�ILQDO�UHJXODWLRQV�
LPSOHPHQWLQJ�WKH�KHDOWK�LQIRUPDWLRQ�WHFKQRORJ\��³+,7´��SURYLVLRQV�RI�WKH�$PHULFDQ�5HFRYHU\�DQG�5HLQYHVWPHQW�$FW��UHIHUUHG�WR�DV�
WKH�³+,7(&+�$FW´���7KH�ILQDO�UHJXODWLRQ�GHILQHV�WKH�³PHDQLQJIXO�XVH´�RI�(OHFWURQLF�+HDOWK�5HFRUGV��³(+5´��DQG�HVWDEOLVKHV�WKH�
UHTXLUHPHQWV�IRU�WKH�0HGLFDUH�DQG�0HGLFDLG�(+5�SD\PHQW�LQFHQWLYH�SURJUDPV��7KH�ILQDO�UXOH�HVWDEOLVKHG�DQ�LQLWLDO�VHW�RI�VWDQGDUGV�
DQG�FHUWLILFDWLRQ�FULWHULD��7KH�LPSOHPHQWDWLRQ�SHULRG�IRU�WKHVH�QHZ�0HGLFDUH�DQG�0HGLFDLG�LQFHQWLYH�SD\PHQWV�VWDUWHG�LQ�IHGHUDO�ILVFDO�
\HDU������DQG�FDQ�HQG�DV�ODWH�DV������IRU�0HGLFDUH�DQG������IRU�WKH�VWDWH�0HGLFDLG�SURJUDPV��6WDWH�0HGLFDLG�SURJUDP�SDUWLFLSDWLRQ�
LQ�WKLV�IHGHUDOO\�IXQGHG�LQFHQWLYH�SURJUDP�LV�YROXQWDU\�EXW�DOO�RI�WKH�VWDWHV�LQ�ZKLFK�RXU�HOLJLEOH�KRVSLWDOV�RSHUDWH�KDYH�FKRVHQ�WR�
SDUWLFLSDWH��2XU�DFXWH�FDUH�KRVSLWDOV�TXDOLILHG�IRU�WKHVH�(+5�LQFHQWLYH�SD\PHQWV�XSRQ�LPSOHPHQWDWLRQ�RI�WKH�(+5�DSSOLFDWLRQ�
DVVXPLQJ�WKH\�PHHW�WKH�³PHDQLQJIXO�XVH´�FULWHULD��7KH�JRYHUQPHQW¶V�XOWLPDWH�JRDO�LV�WR�SURPRWH�PRUH�HIIHFWLYH��TXDOLW\��DQG�HIILFLHQW�
KHDOWKFDUH�GHOLYHU\�WKURXJK�WKH�XVH�RI�WHFKQRORJ\�WR�UHGXFH�WKH�WRWDO�FRVW�RI�KHDOWKFDUH�IRU�DOO�$PHULFDQV�DQG�XWLOL]LQJ�WKH�FRVW�VDYLQJV�
WR�H[SDQG�DFFHVV�WR�WKH�KHDOWKFDUH�V\VWHP��

3XUVXDQW�WR�+,7(&+�$FW�UHJXODWLRQV��KRVSLWDOV�WKDW�GR�QRW�TXDOLI\�DV�D�PHDQLQJIXO�XVHU�RI�(+5�E\������DUH�VXEMHFW�WR�D�
UHGXFHG�PDUNHW�EDVNHW�XSGDWH�WR�WKH�,336�VWDQGDUGL]HG�DPRXQW�LQ������DQG�HDFK�VXEVHTXHQW�ILVFDO�\HDU��:H�EHOLHYH�WKDW�DOO�RI�RXU�
DFXWH�FDUH�KRVSLWDOV�KDYH�PHW�WKH�DSSOLFDEOH�PHDQLQJIXO�XVH�FULWHULD�DQG�WKHUHIRUH�DUH�QRW�VXEMHFW�WR�D�UHGXFHG�PDUNHW�EDVNHG�XSGDWH�WR�
WKH�,336�VWDQGDUGL]HG�DPRXQW�LQ�IHGHUDO�ILVFDO�\HDU�������+RZHYHU��XQGHU�WKH�+,7(&+�$FW��KRVSLWDOV�PXVW�FRQWLQXH�WR�PHHW�WKH�
DSSOLFDEOH�PHDQLQJIXO�XVH�FULWHULD�LQ�HDFK�ILVFDO�\HDU�RU�WKH\�ZLOO�EH�VXEMHFW�WR�D�PDUNHW�EDVNHW�XSGDWH�UHGXFWLRQ�LQ�D�VXEVHTXHQW�ILVFDO�
\HDU��)DLOXUH�RI�RXU�DFXWH�FDUH�KRVSLWDOV�WR�FRQWLQXH�WR�PHHW�WKH�DSSOLFDEOH�PHDQLQJIXO�XVH�FULWHULD�ZRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�RXU�
IXWXUH�QHW�UHYHQXHV�DQG�UHVXOWV�RI�RSHUDWLRQV��

)HGHUDO�UHJXODWLRQV�UHTXLUH�WKDW�0HGLFDUH�(+5�LQFHQWLYH�SD\PHQWV�EH�FRPSXWHG�EDVHG�RQ�WKH�0HGLFDUH�FRVW�UHSRUW�WKDW�
EHJLQV�LQ�WKH�IHGHUDO�ILVFDO�SHULRG�LQ�ZKLFK�D�KRVSLWDO�PHHWV�WKH�DSSOLFDEOH�³PHDQLQJIXO�XVH´�UHTXLUHPHQWV��6LQFH�WKH�DQQXDO�0HGLFDUH�
FRVW�UHSRUW�SHULRGV�IRU�HDFK�RI�RXU�DFXWH�FDUH�KRVSLWDOV�HQGV�RQ�'HFHPEHU���VW��ZH�ZLOO�UHFRJQL]H�0HGLFDUH�(+5�LQFHQWLYH�LQFRPH�IRU�
HDFK�KRVSLWDO�GXULQJ�WKH�IRXUWK�TXDUWHU�RI�WKH�\HDU�LQ�ZKLFK�WKH�IDFLOLW\�PHHWV�WKH�³PHDQLQJIXO�XVH´�FULWHULD�DQG�GXULQJ�WKH�IRXUWK�
TXDUWHU�RI�HDFK�DSSOLFDEOH�VXEVHTXHQW�\HDU��

,Q�WKH������,336�ILQDO�UXOH��&06�RYHUKDXOHG�WKH�0HGLFDUH�DQG�0HGLFDLG�(+5�,QFHQWLYH�3URJUDP�WR�IRFXV�RQ�
LQWHURSHUDELOLW\��LPSURYH�IOH[LELOLW\��UHOLHYH�EXUGHQ�DQG�SODFH�HPSKDVLV�RQ�PHDVXUHV�WKDW�UHTXLUH�WKH�HOHFWURQLF�H[FKDQJH�RI�KHDOWK�
LQIRUPDWLRQ�EHWZHHQ�SURYLGHUV�DQG�SDWLHQWV���:H�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�WKH�FKDQJHV�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�
RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��

0DQDJHG�&DUH��$�VLJQLILFDQW�SRUWLRQ�RI�RXU�QHW�SDWLHQW�UHYHQXHV�DUH�JHQHUDWHG�IURP�PDQDJHG�FDUH�FRPSDQLHV��ZKLFK�
LQFOXGH�KHDOWK�PDLQWHQDQFH�RUJDQL]DWLRQV��SUHIHUUHG�SURYLGHU�RUJDQL]DWLRQV�DQG�PDQDJHG�0HGLFDUH��UHIHUUHG�WR�DV�0HGLFDUH�3DUW�&�RU�
0HGLFDUH�$GYDQWDJH��DQG�0HGLFDLG�SURJUDPV��,Q�JHQHUDO��ZH�H[SHFW�WKH�SHUFHQWDJH�RI�RXU�EXVLQHVV�IURP�PDQDJHG�FDUH�SURJUDPV�WR�
FRQWLQXH�WR�JURZ��7KH�FRQVHTXHQW�JURZWK�LQ�PDQDJHG�FDUH�QHWZRUNV�DQG�WKH�UHVXOWLQJ�LPSDFW�RI�WKHVH�QHWZRUNV�RQ�WKH�RSHUDWLQJ�
UHVXOWV�RI�RXU�IDFLOLWLHV�YDU\�DPRQJ�WKH�PDUNHWV�LQ�ZKLFK�ZH�RSHUDWH��7\SLFDOO\��ZH�UHFHLYH�ORZHU�SD\PHQWV�SHU�SDWLHQW�IURP�PDQDJHG�
FDUH�SD\HUV�WKDQ�ZH�GR�IURP�WUDGLWLRQDO�LQGHPQLW\�LQVXUHUV��KRZHYHU��GXULQJ�WKH�SDVW�IHZ�\HDUV�ZH�KDYH�VHFXUHG�SULFH�LQFUHDVHV�IURP�
PDQ\�RI�RXU�FRPPHUFLDO�SD\HUV�LQFOXGLQJ�PDQDJHG�FDUH�FRPSDQLHV��

&RPPHUFLDO�,QVXUDQFH��2XU�KRVSLWDOV�DOVR�SURYLGH�VHUYLFHV�WR�LQGLYLGXDOV�FRYHUHG�E\�SULYDWH�KHDOWK�FDUH�LQVXUDQFH��3ULYDWH�
LQVXUDQFH�FDUULHUV�W\SLFDOO\�PDNH�GLUHFW�SD\PHQWV�WR�KRVSLWDOV�RU��LQ�VRPH�FDVHV��UHLPEXUVH�WKHLU�SROLF\�KROGHUV��EDVHG�XSRQ�WKH�
SDUWLFXODU�KRVSLWDO¶V�HVWDEOLVKHG�FKDUJHV�DQG�WKH�SDUWLFXODU�FRYHUDJH�SURYLGHG�LQ�WKH�LQVXUDQFH�SROLF\��3ULYDWH�LQVXUDQFH�UHLPEXUVHPHQW�
YDULHV�DPRQJ�SD\HUV�DQG�VWDWHV�DQG�LV�JHQHUDOO\�EDVHG�RQ�FRQWUDFWV�QHJRWLDWHG�EHWZHHQ�WKH�KRVSLWDO�DQG�WKH�SD\HU��

&RPPHUFLDO�LQVXUHUV�DUH�FRQWLQXLQJ�HIIRUWV�WR�OLPLW�WKH�SD\PHQWV�IRU�KRVSLWDO�VHUYLFHV�E\�DGRSWLQJ�GLVFRXQWHG�SD\PHQW�
PHFKDQLVPV��LQFOXGLQJ�SUHGHWHUPLQHG�SD\PHQW�RU�'5*�EDVHG�SD\PHQW�V\VWHPV��IRU�PRUH�LQSDWLHQW�DQG�RXWSDWLHQW�VHUYLFHV��7R�WKH�
H[WHQW�WKDW�VXFK�HIIRUWV�DUH�VXFFHVVIXO�DQG�UHGXFH�WKH�LQVXUHUV¶�UHLPEXUVHPHQW�WR�KRVSLWDOV�DQG�WKH�FRVWV�RI�SURYLGLQJ�VHUYLFHV�WR�WKHLU�
EHQHILFLDULHV��VXFK�UHGXFHG�OHYHOV�RI�UHLPEXUVHPHQW�PD\�KDYH�D�QHJDWLYH�LPSDFW�RQ�WKH�RSHUDWLQJ�UHVXOWV�RI�RXU�KRVSLWDOV��

2WKHU�6RXUFHV��2XU�KRVSLWDOV�SURYLGH�VHUYLFHV�WR�LQGLYLGXDOV�WKDW�GR�QRW�KDYH�DQ\�IRUP�RI�KHDOWK�FDUH�FRYHUDJH��6XFK�
SDWLHQWV�DUH�HYDOXDWHG��DW�WKH�WLPH�RI�VHUYLFH�RU�VKRUWO\�WKHUHDIWHU��IRU�WKHLU�DELOLW\�WR�SD\�EDVHG�XSRQ�IHGHUDO�DQG�VWDWH�SRYHUW\�
JXLGHOLQHV��TXDOLILFDWLRQV�IRU�0HGLFDLG�RU�RWKHU�VWDWH�DVVLVWDQFH�SURJUDPV��DV�ZHOO�DV�RXU�ORFDO�KRVSLWDOV¶�LQGLJHQW�DQG�FKDULW\�FDUH�
SROLF\��3DWLHQWV�ZLWKRXW�KHDOWK�FDUH�FRYHUDJH�ZKR�GR�QRW�TXDOLI\�IRU�0HGLFDLG�RU�LQGLJHQW�FDUH�ZULWH�RIIV�DUH�RIIHUHG�VXEVWDQWLDO�
GLVFRXQWV�LQ�DQ�HIIRUW�WR�VHWWOH�WKHLU�RXWVWDQGLQJ�DFFRXQW�EDODQFHV��



���

+HDOWK�&DUH�5HIRUP��/LVWHG�EHORZ�DUH�WKH�0HGLFDUH��0HGLFDLG�DQG�RWKHU�KHDOWK�FDUH�LQGXVWU\�FKDQJHV�ZKLFK�KDYH�EHHQ��RU�
DUH�VFKHGXOHG�WR�EH��LPSOHPHQWHG�DV�D�UHVXOW�RI�WKH�/HJLVODWLRQ����

Implemented Medicare Reductions and Reforms: 
�� �� �� ��

�� �� 7KH�5HFRQFLOLDWLRQ�$FW�UHGXFHG�WKH�PDUNHW�EDVNHW�XSGDWH�IRU�LQSDWLHQW�DQG�RXWSDWLHQW�KRVSLWDOV�DQG�LQSDWLHQW�EHKDYLRUDO�
KHDOWK�IDFLOLWLHV�E\�������LQ�HDFK�RI������DQG�������E\�������LQ�HDFK�RI������DQG�������������LQ�������������LQ�HDFK�
RI������DQG������DQG�������LQ�HDFK�RI������������DQG�������

�� �� 7KH�/HJLVODWLRQ�LPSOHPHQWHG�FHUWDLQ�UHIRUPV�WR�0HGLFDUH�$GYDQWDJH�SD\PHQWV��HIIHFWLYH�LQ�������

� �� $�0HGLFDUH�VKDUHG�VDYLQJV�SURJUDP��HIIHFWLYH�LQ������� � � � �

�� �� $�KRVSLWDO�UHDGPLVVLRQV�UHGXFWLRQ�SURJUDP��HIIHFWLYH�LQ������� �� �� ��

�� �� $�YDOXH�EDVHG�SXUFKDVLQJ�SURJUDP�IRU�KRVSLWDOV��HIIHFWLYH�LQ������� ��

�� �� $�QDWLRQDO�SLORW�SURJUDP�RQ�SD\PHQW�EXQGOLQJ��HIIHFWLYH�LQ������� �� ��

�� �� 5HGXFWLRQ�WR�0HGLFDUH�'6+�SD\PHQWV��HIIHFWLYH�LQ�������DV�GLVFXVVHG�DERYH��
�

Medicaid Revisions: 
��

�� �� ([SDQGHG�0HGLFDLG�HOLJLELOLW\�DQG�UHODWHG�VSHFLDO�IHGHUDO�SD\PHQWV��HIIHFWLYH�LQ������� ��

�� �� 7KH�/HJLVODWLRQ��DV�DPHQGHG�E\�VXEVHTXHQW�IHGHUDO�OHJLVODWLRQ��UHTXLUHV�DQQXDO�DJJUHJDWH�UHGXFWLRQV�LQ�IHGHUDO�'6+�
IXQGLQJ�IURP�IHGHUDO�ILVFDO�\HDU��³))<´�������WKURXJK�))<�������7KH�DJJUHJDWH�DQQXDO�UHGXFWLRQ�DPRXQWV�DUH������
ELOOLRQ�IRU�))<������DQG������ELOOLRQ�IRU�))<������WKURXJK�))<��������,Q�'HFHPEHU��������IHGHUDO�OHJLVODWLRQ�ZDV�
HQDFWHG�ZKLFK�GHOD\V�WKH�UHGXFWLRQ�LQ�WKH�0HGLFDLG�'6+�DOORWPHQW�WKURXJK�0D\�����������
��

Health Insurance Revisions: 
�� �

�� �� /DUJH�HPSOR\HU�LQVXUDQFH�UHIRUPV��HIIHFWLYH�LQ������� �� �

�� �� ,QGLYLGXDO�LQVXUDQFH�PDQGDWH�DQG�UHODWHG�IHGHUDO�VXEVLGLHV��HIIHFWLYH�LQ�������$V�QRWHG�DERYH�LQ 
Health Care Reform,�WKH�7D[�&XWV�DQG�-REV�$FW�HQDFWHG�LQWR�ODZ�LQ�'HFHPEHU�������HOLPLQDWHG�WKH�
LQGLYLGXDO�LQVXUDQFH�IHGHUDO�PDQGDWH�SHQDOW\�DIWHU�'HFHPEHU�����������

�

�� �� )HGHUDOO\�PDQGDWHG�LQVXUDQFH�FRYHUDJH�UHIRUPV��HIIHFWLYH�LQ������DQG�IRUZDUG��

7KH�/HJLVODWLRQ�VHHNV�WR�LQFUHDVH�FRPSHWLWLRQ�DPRQJ�SULYDWH�KHDOWK�LQVXUHUV�E\�SURYLGLQJ�IRU�WUDQVSDUHQW�IHGHUDO�DQG�VWDWH�
LQVXUDQFH�H[FKDQJHV��7KH�/HJLVODWLRQ�DOVR�SURKLELWV�SULYDWH�LQVXUHUV�IURP�DGMXVWLQJ�LQVXUDQFH�SUHPLXPV�EDVHG�RQ�KHDOWK�VWDWXV��
JHQGHU��RU�RWKHU�VSHFLILHG�IDFWRUV��:H�FDQQRW�SURYLGH�DVVXUDQFH�WKDW�WKHVH�SURYLVLRQV�ZLOO�QRW�DGYHUVHO\�DIIHFW�WKH�DELOLW\�RI�SULYDWH�
LQVXUHUV�WR�SD\�IRU�VHUYLFHV�SURYLGHG�WR�LQVXUHG�SDWLHQWV��RU�WKDW�WKHVH�FKDQJHV�ZLOO�QRW�KDYH�D�QHJDWLYH�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�
RI�RSHUDWLRQV�JRLQJ�IRUZDUG��

Value-Based Purchasing: 

7KHUH�LV�D�WUHQG�LQ�WKH�KHDOWKFDUH�LQGXVWU\�WRZDUG�YDOXH�EDVHG�SXUFKDVLQJ�RI�KHDOWKFDUH�VHUYLFHV��7KHVH�YDOXH�EDVHG�
SXUFKDVLQJ�SURJUDPV�LQFOXGH�ERWK�SXEOLF�UHSRUWLQJ�RI�TXDOLW\�GDWD�DQG�SUHYHQWDEOH�DGYHUVH�HYHQWV�WLHG�WR�WKH�TXDOLW\�DQG�HIILFLHQF\�RI�
FDUH�SURYLGHG�E\�IDFLOLWLHV��*RYHUQPHQWDO�SURJUDPV�LQFOXGLQJ�0HGLFDUH�DQG�0HGLFDLG�FXUUHQWO\�UHTXLUH�KRVSLWDOV�WR�UHSRUW�FHUWDLQ�
TXDOLW\�GDWD�WR�UHFHLYH�IXOO�UHLPEXUVHPHQW�XSGDWHV��,Q�DGGLWLRQ��0HGLFDUH�GRHV�QRW�UHLPEXUVH�IRU�FDUH�UHODWHG�WR�FHUWDLQ�SUHYHQWDEOH�
DGYHUVH�HYHQWV��0DQ\�ODUJH�FRPPHUFLDO�SD\HUV�FXUUHQWO\�UHTXLUH�KRVSLWDOV�WR�UHSRUW�TXDOLW\�GDWD��DQG�VHYHUDO�FRPPHUFLDO�SD\HUV�GR�QRW�
UHLPEXUVH�KRVSLWDOV�IRU�FHUWDLQ�SUHYHQWDEOH�DGYHUVH�HYHQWV��

�
7KH�/HJLVODWLRQ�UHTXLUHG�++6�WR�LPSOHPHQW�D�YDOXH�EDVHG�SXUFKDVLQJ�SURJUDP�IRU�LQSDWLHQW�KRVSLWDO�VHUYLFHV�ZKLFK�EHFDPH�

HIIHFWLYH�RQ�2FWREHU����������7KH�/HJLVODWLRQ�UHTXLUHV�++6�WR�UHGXFH�LQSDWLHQW�KRVSLWDO�SD\PHQWV�IRU�DOO�GLVFKDUJHV�E\�D�SHUFHQWDJH�
EHJLQQLQJ�DW����LQ�))<������DQG�LQFUHDVLQJ�E\�������HDFK�ILVFDO�\HDU�XS�WR����LQ�))<������DQG�VXEVHTXHQW�\HDUV��++6�ZLOO�SRRO�
WKH�DPRXQW�FROOHFWHG�IURP�WKHVH�UHGXFWLRQV�WR�IXQG�SD\PHQWV�WR�UHZDUG�KRVSLWDOV�WKDW�PHHW�RU�H[FHHG�FHUWDLQ�TXDOLW\�SHUIRUPDQFH�
VWDQGDUGV�HVWDEOLVKHG�E\�++6��++6�ZLOO�GHWHUPLQH�WKH�DPRXQW�HDFK�KRVSLWDO�WKDW�PHHWV�RU�H[FHHGV�WKH�TXDOLW\�SHUIRUPDQFH�VWDQGDUGV�
ZLOO�UHFHLYH�IURP�WKH�SRRO�RI�GROODUV�FUHDWHG�E\�WKHVH�SD\PHQW�UHGXFWLRQV��,Q�LWV�ILVFDO�\HDU������,336�ILQDO�UXOH��&06�IXQGHG�WKH�



���

YDOXH�EDVHG�SXUFKDVLQJ�SURJUDP�E\�UHGXFLQJ�EDVH�RSHUDWLQJ�'5*�SD\PHQW�DPRXQWV�WR�SDUWLFLSDWLQJ�KRVSLWDOV�E\���������)RU�))<�
�����DQG�VXEVHTXHQW�\HDUV��WKLV�UHGXFWLRQ�ZDV�LQFUHDVHG�WR�LWV�PD[LPXP�RI�����

��
Hospital Acquired Conditions: 

7KH�/HJLVODWLRQ�SURKLELWV�WKH�XVH�RI�IHGHUDO�IXQGV�XQGHU�WKH�0HGLFDLG�SURJUDP�WR�UHLPEXUVH�SURYLGHUV�IRU�PHGLFDO�DVVLVWDQFH�
SURYLGHG�WR�WUHDW�KRVSLWDO�DFTXLUHG�FRQGLWLRQV��³+$&´���%HJLQQLQJ�LQ�))<�������KRVSLWDOV�WKDW�IDOO�LQWR�WKH�WRS�����RI�QDWLRQDO�ULVN�
DGMXVWHG�+$&�UDWHV�IRU�DOO�KRVSLWDOV�LQ�WKH�SUHYLRXV�\HDU�ZLOO�UHFHLYH�D����UHGXFWLRQ�LQ�WKHLU�WRWDO�0HGLFDUH�SD\PHQWV��

Readmission Reduction Program: 

,Q�WKH�/HJLVODWLRQ��&RQJUHVV�DOVR�PDQGDWHG�LPSOHPHQWDWLRQ�RI�WKH�KRVSLWDO�UHDGPLVVLRQ�UHGXFWLRQ�SURJUDP��³+553´���
+RVSLWDOV�ZLWK�H[FHVVLYH�UHDGPLVVLRQV�IRU�FRQGLWLRQV�GHVLJQDWHG�E\�++6�ZLOO�UHFHLYH�UHGXFHG�SD\PHQWV�IRU�DOO�LQSDWLHQW�GLVFKDUJHV��
QRW�MXVW�GLVFKDUJHV�UHODWLQJ�WR�WKH�FRQGLWLRQV�VXEMHFW�WR�WKH�H[FHVVLYH�UHDGPLVVLRQ�VWDQGDUG��7KH�+553�FXUUHQWO\�DVVHVVHV�SHQDOWLHV�RQ�
KRVSLWDOV�KDYLQJ�H[FHVV�UHDGPLVVLRQ�UDWHV�IRU�KHDUW�IDLOXUH��P\RFDUGLDO�LQIDUFWLRQ��SQHXPRQLD��DFXWH�H[DFHUEDWLRQ�RI�FKURQLF�
REVWUXFWLYH�SXOPRQDU\�GLVHDVH��&23'��DQG�HOHFWLYH�WRWDO�KLS�DUWKURSODVW\��7+$��DQG�RU�WRWDO�NQHH�DUWKURSODVW\��7.$���H[FOXGLQJ�
SODQQHG�UHDGPLVVLRQV��ZKHQ�FRPSDUHG�WR�H[SHFWHG�UDWHV���,Q�WKH�ILVFDO�\HDU������,336�ILQDO�UXOH��&06�DGGHG�UHDGPLVVLRQV�IRU�
FRURQDU\�DUWHU\�E\SDVV�JUDIW��&$%*��VXUJLFDO�SURFHGXUHV�EHJLQQLQJ�LQ�ILVFDO�\HDU�������7R�DFFRXQW�IRU�H[FHVV�UHDGPLVVLRQV��DQ�
DSSOLFDEOH�KRVSLWDO
V�EDVH�RSHUDWLQJ�'5*�SD\PHQW�DPRXQW�LV�DGMXVWHG�IRU�HDFK�GLVFKDUJH�RFFXUULQJ�GXULQJ�WKH�ILVFDO�\HDU��
5HDGPLVVLRQV�SD\PHQW�DGMXVWPHQW�IDFWRUV�FDQ�EH�QR�PRUH�WKDQ�D���SHUFHQW�UHGXFWLRQ��

Accountable Care Organizations: 

7KH�/HJLVODWLRQ�UHTXLUHV�++6�WR�HVWDEOLVK�D�0HGLFDUH�6KDUHG�6DYLQJV�3URJUDP�WKDW�SURPRWHV�DFFRXQWDELOLW\�DQG�FRRUGLQDWLRQ�
RI�FDUH�WKURXJK�WKH�FUHDWLRQ�RI�DFFRXQWDEOH�FDUH�RUJDQL]DWLRQV��³$&2V´���7KH�$&2�SURJUDP�DOORZV�SURYLGHUV��LQFOXGLQJ�KRVSLWDOV���
SK\VLFLDQV�DQG�RWKHU�GHVLJQDWHG�SURIHVVLRQDOV�DQG�VXSSOLHUV�WR�YROXQWDULO\�ZRUN�WRJHWKHU�WR�LQYHVW�LQ�LQIUDVWUXFWXUH�DQG�UHGHVLJQ�
GHOLYHU\�SURFHVVHV�WR�DFKLHYH�KLJK�TXDOLW\�DQG�HIILFLHQW�GHOLYHU\�RI�VHUYLFHV��7KH�SURJUDP�LV�LQWHQGHG�WR�SURGXFH�VDYLQJV�DV�D�UHVXOW�RI�
LPSURYHG�TXDOLW\�DQG�RSHUDWLRQDO�HIILFLHQF\��$&2V�WKDW�DFKLHYH�TXDOLW\�SHUIRUPDQFH�VWDQGDUGV�HVWDEOLVKHG�E\�++6�ZLOO�EH�HOLJLEOH�WR�
VKDUH�LQ�D�SRUWLRQ�RI�WKH�DPRXQWV�VDYHG�E\�WKH�0HGLFDUH�SURJUDP���&06�LV�DOVR�GHYHORSLQJ�DQG�LPSOHPHQWLQJ�PRUH�DGYDQFHG�$&2�
SD\PHQW�PRGHOV��VXFK�DV�WKH�1H[W�*HQHUDWLRQ�$&2�0RGHO��ZKLFK�UHTXLUH�$&2V�WR�DVVXPH�JUHDWHU�ULVN�IRU�DWWULEXWHG�
EHQHILFLDULHV���2Q�'HFHPEHU�����������&06�SXEOLVKHG�D�ILQDO�UXOH�WKDW��LQ�JHQHUDO��UHTXLUHV�$&2�SDUWLFLSDQWV�WR�WDNH�RQ�DGGLWLRQDO�ULVN�
DVVRFLDWHG�ZLWK�SDUWLFLSDWLRQ�LQ�WKH�SURJUDP���,W�UHPDLQV�XQFOHDU�WR�ZKDW�H[WHQW�SURYLGHUV�ZLOO�SXUVXH�IHGHUDO�$&2�VWDWXV�RU�ZKHWKHU�
WKH�UHTXLUHG�LQYHVWPHQW�ZRXOG�EH�ZDUUDQWHG�E\�LQFUHDVHG�SD\PHQW����

��

Bundled Payments for Care Improvement Advanced: 

7KH�&HQWHU�IRU�0HGLFDUH�	�0HGLFDLG�,QQRYDWLRQ��³&00,´��LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�GHPRQVWUDWLRQ�SURMHFWV�DQG�RWKHU�
LQLWLDWLYHV� DLPHG� WR�GHYHORS�� WHVW� DQG� HQFRXUDJH� WKH� DGRSWLRQ�RI�QHZ�PHWKRGV� IRU�GHOLYHU\� DQG�SD\PHQW� IRU�KHDOWK� FDUH� WKDW� FUHDWH�
VDYLQJV� XQGHU� WKH� )HGHUDO� 0HGLFDUH� DQG� VWDWH� 0HGLFDLG� SURJUDPV� ZKLOH� LPSURYLQJ� TXDOLW\� RI� FDUH�� )RU� H[DPSOH�� SURYLGHUV�
SDUWLFLSDWLQJ�LQ�EXQGOHG�SD\PHQW�LQLWLDWLYHV�DJUHH�WR�UHFHLYH�RQH�SD\PHQW�IRU�VHUYLFHV�SURYLGHG�WR�0HGLFDUH�EHQHILFLDULHV�IRU�FHUWDLQ�
PHGLFDO� FRQGLWLRQV� RU� HSLVRGHV� RI� FDUH�� DFFHSWLQJ� DFFRXQWDELOLW\� IRU� FRVWV� DQG� TXDOLW\� RI� FDUH� DFURVV� WKH� FRQWLQXXP� RI� FDUH�� %\�
UHZDUGLQJ�SURYLGHUV�IRU�LQFUHDVLQJ�TXDOLW\�DQG�UHGXFLQJ�FRVWV��DQG�SHQDOL]LQJ�SURYLGHUV�LI�FRVWV�H[FHHG�D�VHW�DPRXQW��WKHVH�PRGHOV�DUH�
LQWHQGHG�WR�OHDG�WR�KLJKHU�TXDOLW\�DQG�PRUH�FRRUGLQDWHG�FDUH�DW�D� ORZHU�FRVW� WR� WKH�0HGLFDUH�EHQHILFLDU\�DQG�RYHUDOO�SURJUDP���7KH�
&00,�KDV� SUHYLRXVO\� LPSOHPHQWHG� D�YROXQWDU\�EXQGOHG�SD\PHQW� SURJUDP�NQRZQ�DV� WKH�%XQGOHG�3D\PHQW� IRU�&DUH� ,PSURYHPHQW�
�³%3&,´����6XEVWDQWLDOO\�DOO�RI�RXU�DFXWH�FDUH�KRVSLWDOV�ZHUH�SDUWLFLSDQWV�LQ�WKH�%3&,�SURJUDP��ZKLFK�HQGHG�6HSWHPEHU�����������

&00,�LPSOHPHQWHG�D�QHZ��VHFRQG�JHQHUDWLRQ�YROXQWDU\�HSLVRGH�SD\PHQW�PRGHO��%XQGOHG�3D\PHQWV�IRU�&DUH�,PSURYHPHQW�
$GYDQFHG��%3&,�$GYDQFHG�RU�WKH�3URJUDP���ZLWK�WKH�ILUVW�SHUIRUPDQFH�SHULRG�EHJLQQLQJ�2FWREHU�����������%3&,�$GYDQFHG�LV�
GHVLJQHG�WR�WHVW�D�QHZ�LWHUDWLRQ�RI�EXQGOHG�SD\PHQWV�IRU����&OLQLFDO�(SLVRGHV�����LQSDWLHQW�DQG���RXWSDWLHQW��ZLWK�DQ�DLP�WR�DOLJQ�
LQFHQWLYHV�DPRQJ�SDUWLFLSDWLQJ�KHDOWK�FDUH�SURYLGHUV�WR�UHGXFH�H[SHQGLWXUHV�DQG�LPSURYH�TXDOLW\�RI�FDUH�IRU�WUDGLWLRQDO�0HGLFDUH�
EHQHILFLDULHV��7KH�ILUVW�FRKRUW�RI�SDUWLFLSDQWV�HQWHUHG�%3&,�$GYDQFHG�RQ�2FWREHU����������DQG�DJUHHG�WR�DQ�LQLWLDO�SHUIRUPDQFH�SHULRG�
WKDW�ZLOO�UXQ�WKURXJK�'HFHPEHU������������:H�LQLWLDOO\�HOHFWHG�WR�SDUWLFLSDWH�LQ�%3&,�$GYDQFHG�DW�VHYHQWHHQ������RI�RXU�DFXWH�FDUH�
KRVSLWDOV�DFURVV�DOPRVW�WZR�KXQGUHG�������FOLQLFDO�HSLVRGHV�LQ�FROODERUDWLRQ�ZLWK�D�WKLUG�SDUW\�FRQYHQHU�ZKLFK�KDV�H[WHQVLYH�
H[SHULHQFH�DQG�VXFFHVV�LQ�%3&,��$�VHFRQG�%3&,�$GYDQFHG�FRKRUW�VWDUWHG�-DQXDU\���������ZKHUH�RXU�SDUWLFLSDWLRQ�LQ�WKH�SURJUDP�
LQFUHDVHG�WR�WZHQW\�WZR������DFXWH�FDUH�KRVSLWDOV�ZLWK�RYHU�WKUHH�KXQGUHG�������FOLQLFDO�HSLVRGHV��7KH�XOWLPDWH�VXFFHVV�DQG�ILQDQFLDO�
LPSDFW�RI�WKH�%3&,�$GYDQFHG�SURJUDP�LV�FRQWLQJHQW�RQ�PXOWLSOH�YDULDEOHV�VR�ZH�DUH�XQDEOH�WR�HVWLPDWH�WKH�LPSDFW���+RZHYHU��JLYHQ�
WKH�EUHDGWK�DQG�VFRSH�RI�SDUWLFLSDWLRQ�RI�RXU�DFXWH�FDUH�KRVSLWDOV�LQ�%3&,�$GYDQFHG��WKH�LPSDFW�FRXOG�EH�VLJQLILFDQW��HLWKHU�IDYRUDEO\�
RU�XQIDYRUDEO\��GHSHQGLQJ�RQ�DFWXDO�SURJUDP�UHVXOWV���

,Q�DGGLWLRQ�WR�VWDWXWRU\�DQG�UHJXODWRU\�FKDQJHV�WR�WKH�0HGLFDUH�DQG�HDFK�RI�WKH�VWDWH�0HGLFDLG�SURJUDPV��RXU�RSHUDWLRQV�DQG�
UHLPEXUVHPHQW�PD\�EH�DIIHFWHG�E\�DGPLQLVWUDWLYH�UXOLQJV��QHZ�RU�QRYHO�LQWHUSUHWDWLRQV�DQG�GHWHUPLQDWLRQV�RI�H[LVWLQJ�ODZV�DQG�
UHJXODWLRQV��SRVW�SD\PHQW�DXGLWV��UHTXLUHPHQWV�IRU�XWLOL]DWLRQ�UHYLHZ�DQG�QHZ�JRYHUQPHQWDO�IXQGLQJ�UHVWULFWLRQV��DOO�RI�ZKLFK�PD\�



���

PDWHULDOO\�LQFUHDVH�RU�GHFUHDVH�SURJUDP�SD\PHQWV�DV�ZHOO�DV�DIIHFW�WKH�FRVW�RI�SURYLGLQJ�VHUYLFHV�DQG�WKH�WLPLQJ�RI�SD\PHQWV�WR�RXU�
IDFLOLWLHV��7KH�ILQDO�GHWHUPLQDWLRQ�RI�DPRXQWV�ZH�UHFHLYH�XQGHU�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�RIWHQ�WDNHV�PDQ\�\HDUV��EHFDXVH�
RI�DXGLWV�E\�WKH�SURJUDP�UHSUHVHQWDWLYHV��SURYLGHUV¶�ULJKWV�RI�DSSHDO�DQG�WKH�DSSOLFDWLRQ�RI�QXPHURXV�WHFKQLFDO�UHLPEXUVHPHQW�
SURYLVLRQV��:H�EHOLHYH�WKDW�ZH�KDYH�PDGH�DGHTXDWH�SURYLVLRQV�IRU�VXFK�SRWHQWLDO�DGMXVWPHQWV��1HYHUWKHOHVV��XQWLO�ILQDO�DGMXVWPHQWV�DUH�
PDGH��FHUWDLQ�LVVXHV�UHPDLQ�XQUHVROYHG�DQG�SUHYLRXVO\�GHWHUPLQHG�DOORZDQFHV�FRXOG�EHFRPH�HLWKHU�LQDGHTXDWH�RU�PRUH�WKDQ�XOWLPDWHO\�
UHTXLUHG��

��
)LQDOO\��ZH�H[SHFW�FRQWLQXHG�WKLUG�SDUW\�HIIRUWV�WR�DJJUHVVLYHO\�PDQDJH�UHLPEXUVHPHQW�OHYHOV�DQG�FRVW�FRQWUROV��5HGXFWLRQV�

LQ�UHLPEXUVHPHQW�DPRXQWV�UHFHLYHG�IURP�WKLUG�SDUW\�SD\HUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�ILQDQFLDO�SRVLWLRQ�DQG�RXU�
UHVXOWV��
�
2WKHU�2SHUDWLQJ�5HVXOWV�

Interest Expense 

5HIOHFWHG�EHORZ�DUH�WKH�FRPSRQHQWV�RI�RXU�LQWHUHVW�H[SHQVH�ZKLFK�DPRXQWHG�WR������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ�
�����DQG������PLOOLRQ�GXULQJ�������DPRXQWV�LQ�WKRXVDQGV���
�

� � ����� � � ����� ���� ����� �
5HYROYLQJ�FUHGLW�	�GHPDQG�QRWHV��D��� � � ������ � � ������������� �������
�����PLOOLRQ��������6HQLRU�1RWHV�GXH�������E��� � � ²� � � ������������� �������
�����PLOOLRQ��������6HQLRU�1RWHV�GXH�������F��� � � ������� � � ������������� �������
�����PLOOLRQ��������6HQLRU�1RWHV�GXH�������G��� � � ������� � � ������������� �������
7HUP�ORDQ�IDFLOLW\�$��D��� � � ������� � � ������������� �������
7HUP�ORDQ�IDFLOLW\�%��D��� � � ������� � � ������������ ²�
$FFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��H��� � � ������� � � ������������� ������
6XEWRWDO�UHYROYLQJ�FUHGLW��GHPDQG�QRWHV��6HQLRU�1RWHV��WHUP�
���ORDQ�IDFLOLW\�DQG�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�
���SURJUDP� � � �������� � � �������������� ��������
,QWHUHVW�UDWH�VZDS��LQFRPH��H[SHQVH��QHW� � � �������� � ������������� ������
$PRUWL]DWLRQ�RI�ILQDQFLQJ�IHHV� � � ������ � � ������������ ������
2WKHU�FRPELQHG�LQWHUHVW�H[SHQVH� � � ������ � � ������������ ������
&DSLWDOL]HG�LQWHUHVW�RQ�PDMRU�SURMHFWV� � � �������� � ������������� �������
,QWHUHVW�LQFRPH� � � ������ � ������������� ����
,QWHUHVW�H[SHQVH��QHW� � � �������� � � �������������� ��������



���

�D��� ,Q�2FWREHU��������ZH�HQWHUHG�LQWR�D�VL[WK�DPHQGPHQW�WR�RXU�FUHGLW�DJUHHPHQW�GDWHG�1RYHPEHU����������WR��DPRQJ�RWKHU�
WKLQJV���L���LQFUHDVH�WKH�DJJUHJDWH�DPRXQW�RI�WKH�UHYROYLQJ�FRPPLWPHQWV�E\������PLOOLRQ�WR����ELOOLRQ���LL��LQFUHDVH�WKH�
DJJUHJDWH�DPRXQW�RI�WKH�WHUP�ORDQ�IDFLOLW\�$�E\�DSSUR[LPDWHO\������PLOOLRQ�WR����ELOOLRQ��DQG���LLL��H[WHQG�WKH�PDWXULW\�GDWH�
RI�WKH�FUHGLW�DJUHHPHQW�IURP�$XJXVW���������WR�2FWREHU�����������2Q�2FWREHU�����������ZH�DGGHG�D�VHYHQ�\HDU��7UDQFKH�%�
WHUP�ORDQ�IDFLOLW\��ZKLFK�PDWXUHV�RQ�2FWREHU�����������LQ�WKH�DJJUHJDWH�DPRXQW�RI������PLOOLRQ�SXUVXDQW�WR�RXU�FUHGLW�
DJUHHPHQW���
�
7KH�FUHGLW�DJUHHPHQW��DV�DPHQGHG�LQ�2FWREHU��������FRQVLVWV�RI���L��DQ����ELOOLRQ�UHYROYLQJ�FUHGLW�IDFLOLW\��WKHUH�DUH�QR�
RXWVWDQGLQJ�ERUURZLQJV�XQGHU�WKH�UHYROYLQJ�FUHGLW�IDFLOLW\�DV�RI�'HFHPEHU�������������LL��D�WHUP�ORDQ�$�IDFLOLW\�ZLWK������
ELOOLRQ�RI�RXWVWDQGLQJ�ERUURZLQJV�DV�RI�'HFHPEHU�����������DQG���LLL��D�WHUP�ORDQ�%�IDFLOLW\�ZLWK������PLOOLRQ�RI�
RXWVWDQGLQJ�ERUURZLQJV�DV�RI�'HFHPEHU�����������
�

�E���2Q�1RYHPEHU����������ZH�UHGHHPHG�WKH������PLOOLRQ�DJJUHJDWH�SULQFLSDO��������6HQLRU�1RWHV�GXH�������7KH������1RWHV�
ZHUH�UHGHHPHG�IRU�DQ�DJJUHJDWH�SULFH�HTXDO�WR����������RI�WKH�SULQFLSDO�DPRXQW��SUHPLXP�RI�DSSUR[LPDWHO\����PLOOLRQ��
SOXV�DFFUXHG�LQWHUHVW�WR�WKH�UHGHPSWLRQ�GDWH����
�

�F��� ,Q�-XQH��������ZH�FRPSOHWHG�WKH�RIIHULQJ�RI�DQ�DGGLWLRQDO������PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������6HQLRU�1RWHV�
GXH�LQ�������LVVXHG�DW�D�\LHOG�RI���������WKH�WHUPV�RI�ZKLFK�ZHUH�LGHQWLFDO�WR�WKH�WHUPV�RI�RXU������PLOOLRQ�DJJUHJDWH�
SULQFLSDO�DPRXQW�RI�������6HQLRU�1RWHV�GXH�LQ�������LVVXHG�LQ�$XJXVW��������7KHVH�6HQLRU�1RWHV��FRPELQHG��DUH�UHIHUUHG�WR�
DV������PLOOLRQ��������6HQLRU�1RWHV�GXH�LQ�������
�

�G��� ,Q�-XQH��������ZH�FRPSOHWHG�WKH�RIIHULQJ�RI������PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������6HQLRU�1RWHV�GXH�LQ�������
�

�H��� ,Q�$SULO��������ZH�DPHQGHG�RXU�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��ZKLFK�ZDV�VFKHGXOHG�WR�H[SLUH�LQ�'HFHPEHU��
�������3XUVXDQW�WR�WKH�DPHQGPHQW��WKH�WHUP�KDV�EHHQ�H[WHQGHG�WKURXJK�$SULO�����������DQG�WKH�ERUURZLQJ�OLPLW�KDV�EHHQ�
LQFUHDVHG�WR������PLOOLRQ�IURP������PLOOLRQ�������PLOOLRQ�RXWVWDQGLQJ�DV�RI�'HFHPEHU���������������

,QWHUHVW�H[SHQVH�LQFUHDVHG����PLOOLRQ�GXULQJ������WR������PLOOLRQ�DV�FRPSDUHG�WR������PLOOLRQ�GXULQJ��������7KH�LQFUHDVH�ZDV�
GXH�SULPDULO\�WR�DQ�LQFUHDVH�LQ�RXU�DJJUHJDWH�DYHUDJH�FRVW�RI�ERUURZLQJV�SXUVXDQW�WR�RXU�UHYROYLQJ�FUHGLW��GHPDQG�QRWHV��VHQLRU�QRWHV��
WHUP�ORDQ�$�DQG�%�IDFLOLWLHV�DQG�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP�IDFLOLWLHV���7KH�DYHUDJH�FRVW�RI�ERUURZLQJV�RQ�WKHVH�
IDFLOLWLHV�LQFUHDVHG�WR������GXULQJ�������DV�FRPSDUHG�WR������GXULQJ�������RQ�DYHUDJH�RXWVWDQGLQJ�ERUURZLQJV�RI�DSSUR[LPDWHO\������
ELOOLRQ�GXULQJ�HDFK�\HDU���

�,QWHUHVW�H[SHQVH�LQFUHDVHG�����PLOOLRQ�GXULQJ������WR������PLOOLRQ�DV�FRPSDUHG�WR������PLOOLRQ�GXULQJ��������7KH�LQFUHDVH�
ZDV�GXH�SULPDULO\�WR���L��D�QHW�LQFUHDVH�RI�����PLOOLRQ�LQ�DJJUHJDWH�LQWHUHVW�H[SHQVH�RQ�RXU�UHYROYLQJ�FUHGLW��GHPDQG�QRWHV��VHQLRU�
QRWHV��WHUP�ORDQ�$�DQG�%�IDFLOLWLHV�DQG�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP�UHVXOWLQJ�IURP�DQ�LQFUHDVH�LQ�RXU�DJJUHJDWH�DYHUDJH�
FRVW�RI�ERUURZLQJV�SXUVXDQW�WR�WKHVH�IDFLOLWLHV�������GXULQJ�������DV�FRPSDUHG�WR������GXULQJ�������RQ�DYHUDJH�RXWVWDQGLQJ�
ERUURZLQJV�RI�DSSUR[LPDWHO\������ELOOLRQ�GXULQJ�HDFK�\HDU���SDUWLDOO\�RIIVHW�E\���LL��D����PLOOLRQ�GHFUHDVH�LQ�WKH�LQWHUHVW�UDWH�VZDS�
H[SHQVH���LLL��D����PLOOLRQ�FRPELQHG�LQFUHDVH�LQ�FDSLWDOL]HG�LQWHUHVW�DQG�LQWHUHVW�LQFRPH��DQG���LY�����PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�
GHFUHDVHV����

7KH�DJJUHJDWH�DYHUDJH�HIIHFWLYH�LQWHUHVW�UDWH��LQFOXGLQJ�DPRUWL]DWLRQ�RI�GHIHUUHG�ILQDQFLQJ�FRVWV��RULJLQDO�LVVXH�GLVFRXQWV�DQG�
GHVLJQDWHG�LQWHUHVW�UDWH�VZDS�H[SHQVH��RQ�ERUURZLQJV�RXWVWDQGLQJ�XQGHU�RXU�UHYROYLQJ�FUHGLW��GHPDQG�QRWHV��VHQLRU�QRWHV��WHUP�ORDQ�$�
DQG�%�IDFLOLWLHV�DQG�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��ZKLFK�DPRXQWHG�WR�DSSUR[LPDWHO\������ELOOLRQ�GXULQJ�HDFK�RI�������
�����DQG��������ZHUH������GXULQJ������������GXULQJ������DQG������GXULQJ��������

Costs Related to Early Extinguishment of Debt    

,Q�FRQQHFWLRQ�ZLWK�YDULRXV�ILQDQFLQJ�WUDQVDFWLRQ�FRPSOHWHG�GXULQJ�WKH�\HDU��DV�GLVFXVVHG�EHORZ�LQ�Capital Resources-Credit 
Agreements and Outstanding Debt Securities��RXU������UHVXOWV�RI�RSHUDWLRQV�LQFOXGH�D����PLOOLRQ�SUH�WD[�FKDUJH�LQFXUUHG�IRU�WKH�FRVWV�
UHODWHG�WR�WKH�H[WLQJXLVKPHQW�RI�GHEW���7KLV�FKDUJH��ZKLFK�ZDV�LQFOXGHG�LQ�RWKHU�RSHUDWLQJ�H[SHQVHV��FRQVLVWHG�RI�WKH�ZULWH�RII�RI�
GHIHUUHG�FKDUJHV�����PLOOLRQ��DV�ZHOO�DV�WKH�PDNH�ZKROH�SUHPLXP�SDLG�����PLOOLRQ��RQ�WKH�HDUO\�UHGHPSWLRQ�RI�WKH������PLOOLRQ��
������VHQLRU�QRWHV�ZKLFK�ZHUH�VFKHGXOHG�WR�PDWXUH�LQ���������
 
     Provision for Asset Impairment-Foundations Recovery Network: 

��������2XU� ILQDQFLDO� UHVXOWV� IRU� WKH� \HDUV� HQGHG� 'HFHPEHU� ���� ����� DQG� ����� LQFOXGH� SUH�WD[� SURYLVLRQV� IRU� DVVHW� LPSDLUPHQWV� RI�
DSSUR[LPDWHO\� ���� PLOOLRQ� DQG� ���� PLOOLRQ�� UHVSHFWLYHO\�� UHFRUGHG� LQ� FRQQHFWLRQ� ZLWK� )RXQGDWLRQV� 5HFRYHU\� 1HWZRUN�� /�/�&��
�³)RXQGDWLRQV´���ZKLFK�ZDV�DFTXLUHG�E\�XV�LQ��������



���

��������7KH�SUH�WD[�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGLQJ�GXULQJ������LQFOXGHV���L��D�����PLOOLRQ�LPSDLUPHQW�SURYLVLRQ�WR�ZULWH�RII�
WKH�FDUU\LQJ�YDOXH�RI�WKH�)RXQGDWLRQV¶�WUDGHQDPH�LQWDQJLEOH�DVVHW��DQG���LL��D�����PLOOLRQ�LPSDLUPHQW�SURYLVLRQ�WR�UHGXFH�WKH�FDUU\LQJ�
YDOXH�RI�UHDO�SURSHUW\�DVVHWV�RI�FHUWDLQ�)RXQGDWLRQV¶�IDFLOLWLHV��7KH�����PLOOLRQ�SUH�WD[�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGHG�GXULQJ�
�����UHGXFHG�WKH�FDUU\LQJ�YDOXH�RI�D�WUDGHQDPH�LQWDQJLEOH�DVVHW�WR�DSSUR[LPDWHO\�����PLOOLRQ�IURP�LWV�RULJLQDO�YDOXH�RI�DSSUR[LPDWHO\�
�����PLOOLRQ���

��������7KH� SURYLVLRQ� IRU� DVVHW� LPSDLUPHQW� UHFRUGHG� GXULQJ� ������ZKLFK� LV� LQFOXGHG� LQ� RWKHU� RSHUDWLQJ� H[SHQVHV� LQ� RXU� FRQVROLGDWHG�
VWDWHPHQWV� RI� LQFRPH��ZDV� UHFRUGHG� DIWHU� HYDOXDWLRQ� RI� WKH� HVWLPDWHG� IDLU� YDOXH� RI� WKH� )RXQGDWLRQV¶� WUDGHQDPH� DV�ZHOO� DV� FHUWDLQ�
UHODWHG�UHDO�SURSHUW\�DVVHWV��7KH�SURYLVLRQ�IRU�DVVHW� LPSDLUPHQW�ZDV� LPSDFWHG�E\� WKH�IROORZLQJ�� �L��GHFLVLRQV�PDGH�E\�PDQDJHPHQW�
GXULQJ������WR�FDQFHO�WKH�RSHQLQJ�RI�IXWXUH�SODQQHG�GH�QRYR�IDFLOLWLHV���LL��UHGXFWLRQV�LQ�SURMHFWHG�IXWXUH�SDWLHQW�YROXPHV��UHYHQXHV�
DQG� FDVK� IORZV� UHVXOWLQJ� IURP� FRQWLQXHG� RSHUDWLQJ� WUHQGV� DQG� ILQDQFLDO� UHVXOWV� H[SHULHQFHG� E\� H[LVWLQJ� IDFLOLWLHV� WKDW� VLJQLILFDQWO\�
ODJJHG�H[SHFWDWLRQV��DQG���LLL��FRPSHWLWLYH�SUHVVXUHV�H[SHULHQFHG�LQ�FHUWDLQ�PDUNHWV�WKDW�ZHUH�GHHPHG�WR�EH�SHUPDQHQW���

������7KH�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGHG�GXULQJ�������ZKLFK�LV�DOVR�LQFOXGHG�LQ�RWKHU�RSHUDWLQJ�H[SHQVHV��ZDV�UHFRUGHG�DIWHU�
DQ�HYDOXDWLRQ��DW�WKDW�WLPH��RI�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�)RXQGDWLRQV¶�WUDGHQDPH�IRU�LWV�H[LVWLQJ�IDFLOLWLHV��FRQVLVWLQJ�RI���LQSDWLHQW�
DQG����RXWSDWLHQW�IDFLOLWLHV�DV�RI�'HFHPEHU�����������DV�ZHOO�DV�HVWLPDWHG�SODQQHG�GH�QRYRV��7KH������DVVHW�LPSDLUPHQW�FKDUJH�ZDV�
LPSDFWHG�E\�WKH�IROORZLQJ���L��WKH�ORVW�IXWXUH�UHYHQXH�DQG�FDVK�IORZV�UHVXOWLQJ�IURP�WKH�SHUPDQHQW�FORVXUH�RI�D�)RXQGDWLRQV¶�LQSDWLHQW�
IDFLOLW\� ORFDWHG� LQ�0DOLEX��&DOLIRUQLD� WKDW�ZDV� VHYHUHO\� GDPDJHG� LQ� WKH�&DOLIRUQLD�ZLOGILUHV� GXULQJ� WKH� IRXUWK� TXDUWHU� RI� ������ �LL��
UHGXFWLRQ� LQ� JURZWK� UDWHV� RI� SURMHFWHG� IXWXUH� SDWLHQW� YROXPHV�� UHYHQXHV� DQG� RSHUDWLQJ� FDVK� IORZV� EDVHG� XSRQ� SUHVVXUHV� RQ�
UHLPEXUVHPHQW� UDWHV� H[SHULHQFHG� IURP�FHUWDLQ�SD\HUV� DQG�FRPSHWLWLYH�SUHVVXUHV� H[SHULHQFHG� LQ�FHUWDLQ�PDUNHWV�� DQG�� �LLL�� UHYLVLRQV�
PDGH�WR�WKH�QXPEHU�DQG�WLPLQJ�RI�SODQQHG�GH�QRYR�IDFLOLWLHV�����

 
Provision for Income Taxes and Effective Tax Rates 

�7KH�HIIHFWLYH�WD[�UDWHV��DV�FDOFXODWHG�E\�GLYLGLQJ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�E\�LQFRPH�EHIRUH�LQFRPH�WD[HV��ZHUH�DV�IROORZV�
IRU�HDFK�RI�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������GROODU�DPRXQWV�LQ�WKRXVDQGV���
�

�� � ����� �� � ����� �� �� ����� ��
3URYLVLRQ�IRU�LQFRPH�WD[HV� �� ��������� �� ���������� ���� ���������
,QFRPH�EHIRUH�LQFRPH�WD[HV� � � ����������� � � ������������ ���� �����������
(IIHFWLYH�WD[�UDWH� � � ������� ����������� �����

������7KH�SURYLVLRQ�IRU�LQFRPH�WD[HV�LQFUHDVHG����PLOOLRQ�DQG�WKH�HIIHFWLYH�WD[�UDWH�GHFUHDVHG������GXULQJ�������DV�FRPSDUHG�������GXH�
SULPDULO\�WR���L��DQ�LQFUHDVH�UHVXOWLQJ�IURP�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�UHFRUGHG�RQ�WKH�����PLOOLRQ�LQFUHDVH�LQ�SUH�WD[�LQFRPH��DV�
GLVFXVVHG�DERYH�LQ�Results of Operations���LL��D�GHFUHDVH�RI�����PLOOLRQ�UHVXOWLQJ�IURP�RXU�DGRSWLRQ�RI�$68���������ZKLFK�GHFUHDVHG�
RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�E\�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�������DV�FRPSDUHG�WR�D�GHFUHDVH�RI�DSSUR[LPDWHO\����PLOOLRQ�
GXULQJ��������LLL��D����PLOOLRQ�GHFUHDVH�UHVXOWLQJ�IURP�D�IDYRUDEOH�DGMXVWPHQW�UHFRUGHG�GXULQJ������UHODWHG�WR�D�FKDQJH�LQ�VWDWH�WD[�
ODZ��SDUWLDOO\�RIIVHW�E\���LY��D����PLOOLRQ�LQFUHDVH�UHFRUGHG�GXULQJ������UHVXOWLQJ�IURP�WKH�DERYH�PHQWLRQHG�QHW�HVWLPDWHG�IHGHUDO�DQG�
VWDWH�LQFRPH�WD[HV�GXH�RQ�WKH�SRUWLRQ�RI�WKH�'2-�5HVHUYH�WKDW�LV�HVWLPDWHG�WR�EH�QRQ�GHGXFWLEOH�IRU�LQFRPH�WD[�SXUSRVHV���

�
7KH�GHFUHDVH�LQ�WKH�HIIHFWLYH�WD[�UDWH�GXULQJ�������DV�FRPSDUHG�WR�������ZDV�GXH�SULPDULO\�WR�WKH�IROORZLQJ���

x� D�GHFUHDVH�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�GXULQJ������UHVXOWLQJ�IURP�WKH�7D[�&XWV�DQG�-REV�$FW�RI�������³7&-$�
��´��ZKLFK��DPRQJ�RWKHU�WKLQJV��UHGXFHG�WKH�8�6��IHGHUDO�FRUSRUDWH�WD[�UDWH�IURP�����WR�����HIIHFWLYH�-DQXDU\����
������SDUWLDOO\�RIIVHW�E\��

x� D�QHW�LQFUHDVH�RI�����PLOOLRQ�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�GXULQJ�������DV�FRPSDUHG�WR�������GXH�WR�WKH�IROORZLQJ�
WKDW�GHFUHDVHG�RU�LQFUHDVHG�RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�GXULQJ������DQG�RU��������L��GHFUHDVHV�RI����PLOOLRQ�DQG��
����PLOOLRQ�UHFRUGHG�GXULQJ������DQG�������UHVSHFWLYHO\��UHVXOWLQJ�IURP�D�UHGXFWLRQ�LQ�RXU�QHW�GHIHUUHG�LQFRPH�WD[�
OLDELOLW\�UHFRUGHG�LQ�FRQQHFWLRQ�ZLWK�WKH�7&-$����ZKLFK�UHGXFHG�WKH�8�6��IHGHUDO�FRUSRUDWH�WD[�UDWH�WR�����IURP������
HIIHFWLYH�-DQXDU\����������SDUWLDOO\�RIIVHW�E\���LL��DQ�LQFUHDVH�RI�����PLOOLRQ�UHFRUGHG�GXULQJ������GXH�WR�D�RQH�WLPH�
UHSDWULDWLRQ�WD[�LQFXUUHG�SXUVXDQW�WR�WKH�7&-$�����LQ�FRQQHFWLRQ�ZLWK�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ORFDWHG�LQ�WKH�
8�.��DQG�3XHUWR�5LFR���DQG��

x� D�����PLOOLRQ�LQFUHDVH�LQ�RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�GXULQJ�������DV�FRPSDUHG�WR�������GXH�WR�DQ�XQIDYRUDEOH�
FKDQJH�UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�$68����������ZKLFK�GHFUHDVHG�RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�
E\����PLOOLRQ�GXULQJ������DV�FRPSDUHG�WR�����PLOOLRQ�GXULQJ�������

�



���

Effects of Inflation and Seasonality 

6HDVRQDOLW\�²2XU�DFXWH�FDUH�VHUYLFHV�EXVLQHVV�LV�W\SLFDOO\�VHDVRQDO��ZLWK�KLJKHU�SDWLHQW�YROXPHV�DQG�QHW�SDWLHQW�VHUYLFH�
UHYHQXH�LQ�WKH�ILUVW�DQG�IRXUWK�TXDUWHUV�RI�WKH�\HDU��7KLV�VHDVRQDOLW\�RFFXUV�EHFDXVH��JHQHUDOO\��PRUH�SHRSOH�EHFRPH�LOO�GXULQJ�WKH�
ZLQWHU�PRQWKV��ZKLFK�UHVXOWV�LQ�VLJQLILFDQW�LQFUHDVHV�LQ�WKH�QXPEHU�RI�SDWLHQWV�WUHDWHG�LQ�RXU�KRVSLWDOV�GXULQJ�WKRVH�PRQWKV��

,QIODWLRQ�²,QIODWLRQ�KDV�QRW�KDG�D�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�RYHU�WKH�ODVW�WKUHH�\HDUV��+RZHYHU��VLQFH�WKH�
KHDOWKFDUH�LQGXVWU\�LV�YHU\�ODERU�LQWHQVLYH�DQG�VDODULHV�DQG�EHQHILWV�DUH�VXEMHFW�WR�LQIODWLRQDU\�SUHVVXUHV��DV�DUH�VXSSO\�DQG�RWKHU�FRVWV��
ZH�FDQQRW�SUHGLFW�WKH�LPSDFW�WKDW�IXWXUH�HFRQRPLF�FRQGLWLRQV�PD\�KDYH�RQ�RXU�DELOLW\�WR�FRQWDLQ�IXWXUH�H[SHQVH�LQFUHDVHV��2XU�DELOLW\�
WR�SDVV�RQ�LQFUHDVHG�FRVWV�DVVRFLDWHG�ZLWK�SURYLGLQJ�KHDOWKFDUH�WR�0HGLFDUH�DQG�0HGLFDLG�SDWLHQWV�LV�OLPLWHG�GXH�WR�YDULRXV�IHGHUDO��
VWDWH�DQG�ORFDO�ODZV�ZKLFK�KDYH�EHHQ�HQDFWHG�WKDW��LQ�FHUWDLQ�FDVHV��OLPLW�RXU�DELOLW\�WR�LQFUHDVH�SULFHV��:H�EHOLHYH��KRZHYHU��WKDW�
WKURXJK�DGKHUHQFH�WR�FRVW�FRQWDLQPHQW�SROLFLHV��ODERU�PDQDJHPHQW�DQG�UHDVRQDEOH�SULFH�LQFUHDVHV��WKH�HIIHFWV�RI�LQIODWLRQ�RQ�IXWXUH�
RSHUDWLQJ�PDUJLQV�VKRXOG�EH�PDQDJHDEOH��

Liquidity 

Year ended December 31, 2019 as compared to December 31, 2018: 

Net cash provided by operating activities 

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�ZDV��������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR��������ELOOLRQ�GXULQJ�������7KH�QHW�
LQFUHDVH�RI������PLOOLRQ�ZDV�SULPDULO\�DWWULEXWDEOH�WR�WKH�IROORZLQJ��

x� D�IDYRUDEOH�FKDQJH�RI������PLOOLRQ�UHVXOWLQJ�IURP�DQ�LQFUHDVH�LQ�QHW�LQFRPH�SOXV�PLQXV�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�
H[SHQVH��VWRFN�EDVHG�FRPSHQVDWLRQ��SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW��QHW�JDLQV�RQ�VDOHV�RI�DVVHWV�DQG�FRVWV�UHODWHG�WR�
H[WLQJXLVKPHQW�RI�GHEW��

x� D�IDYRUDEOH�FKDQJH�RI�����PLOOLRQ�LQ�DFFUXHG�DQG�GHIHUUHG�LQFRPH�WD[HV��DQG��

x� ����PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�IDYRUDEOH�FKDQJHV���

Days sales outstanding (“DSO”):��2XU�'62�DUH�FDOFXODWHG�E\�GLYLGLQJ�RXU�QHW�UHYHQXH�E\�WKH�QXPEHU�RI�GD\V�LQ�WKH�\HDU��7KH�
UHVXOW�LV�GLYLGHG�LQWR�WKH�DFFRXQWV�UHFHLYDEOH�EDODQFH�WKH�HQG�RI�WKH�\HDU��2XU�'62�ZHUH����GD\V�DW�'HFHPEHU��������������GD\V�DW�
'HFHPEHU����������DQG����GD\V�DW�'HFHPEHU������������

2XU�DFFRXQWV�UHFHLYDEOH�DV�RI�'HFHPEHU����������DQG�'HFHPEHU����������LQFOXGH�DPRXQWV�GXH�IURP�,OOLQRLV�RI�DSSUR[LPDWHO\�
����PLOOLRQ�DQG�����PLOOLRQ��UHVSHFWLYHO\��&ROOHFWLRQ�RI�WKH�RXWVWDQGLQJ�UHFHLYDEOHV�FRQWLQXHV�WR�EH�GHOD\HG�GXH�WR�VWDWH�EXGJHWDU\�DQG�
IXQGLQJ�SUHVVXUHV��$SSUR[LPDWHO\�����PLOOLRQ�DV�RI�HDFK�RI�'HFHPEHU����������DQG�������RI�WKH�UHFHLYDEOHV�GXH�IURP�,OOLQRLV�ZHUH�
RXWVWDQGLQJ�LQ�H[FHVV�RI����GD\V��DV�RI�HDFK�UHVSHFWLYH�GDWH��$OWKRXJK�WKH�DFFRXQWV�UHFHLYDEOH�GXH�IURP�,OOLQRLV�FRXOG�UHPDLQ�
RXWVWDQGLQJ�IRU�WKH�IRUHVHHDEOH�IXWXUH��VLQFH�ZH�H[SHFW�WR�HYHQWXDOO\�FROOHFW�DOO�DPRXQWV�GXH�WR�XV��QR�UHODWHG�UHVHUYHV�KDYH�EHHQ�
HVWDEOLVKHG�LQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��+RZHYHU��ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�HYHQWXDOO\�FROOHFW�DOO�DPRXQWV�
GXH�WR�XV�IURP�,OOLQRLV��)DLOXUH�WR�XOWLPDWHO\�FROOHFW�DOO�RXWVWDQGLQJ�DPRXQWV�GXH�WR�XV�IURP�,OOLQRLV�ZRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�
RXU�IXWXUH�FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV�DQG�FDVK�IORZV��

Net cash used in investing activities 

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�ZDV������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ�������

     2019: 

� 7KH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�GXULQJ������FRQVLVWHG�RI��

x� �����PLOOLRQ�VSHQW�RQ�FDSLWDO�H[SHQGLWXUHV�LQFOXGLQJ�FDSLWDO�H[SHQGLWXUHV�IRU�HTXLSPHQW��UHQRYDWLRQV�DQG�QHZ�SURMHFWV�DW�
YDULRXV�H[LVWLQJ�IDFLOLWLHV��
�

x� ����PLOOLRQ�VSHQW�RQ�WKH�SXUFKDVH�DQG�LPSOHPHQWDWLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\�DSSOLFDWLRQV��
�

x� ����PLOOLRQ�VSHQW�LQ�FRQQHFWLRQ�ZLWK�QHW�FDVK�RXWIORZV�IURP�IRUZDUG�H[FKDQJH�FRQWUDFWV�WKDW�KHGJH�RXU�LQYHVWPHQW�LQ�WKH�
8�.��DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��

�
x� ����PLOOLRQ�VSHQW�WR�IXQG�LQYHVWPHQWV�LQ�YDULRXV�MRLQW�YHQWXUHV��

�
x� ���PLOOLRQ�RI�SURFHHGV�UHFHLYHG�IURP�VDOHV�RI�DVVHWV�DQG�EXVLQHVVHV��DQG��



���

�
x� ���PLOOLRQ�VSHQW�WR�DFTXLUH�EXVLQHVVHV�DQG�SURSHUW\��

�

     2018: 

� 7KH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�GXULQJ������FRQVLVWHG�RI��

x� �����PLOOLRQ�VSHQW�RQ�FDSLWDO�H[SHQGLWXUHV�LQFOXGLQJ�FDSLWDO�H[SHQGLWXUHV�IRU�HTXLSPHQW��UHQRYDWLRQV�DQG�QHZ�SURMHFWV�DW�
YDULRXV�H[LVWLQJ�IDFLOLWLHV��

�
x� �����PLOOLRQ�VSHQW�WR�DFTXLUH�EXVLQHVVHV�DQG�SURSHUW\�FRQVLVWLQJ�SULPDULO\�RI�WKH�DFTXLVLWLRQ�RI���L��7KH�'DQVKHOO�*URXS��

FRQVLVWLQJ�RI����EHKDYLRUDO�KHDOWK�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.���DFTXLUHG�GXULQJ�WKH�WKLUG�TXDUWHU�RI��������DQG���LL��D�����EHG�
EHKDYLRUDO�KHDOWK�FDUH�IDFLOLW\�ORFDWHG�LQ�*XOISRUW��0LVVLVVLSSL��DFTXLUHG�GXULQJ�WKH�ILUVW�TXDUWHU�RI��������
�

x� ����PLOOLRQ�UHFHLYHG�LQ�FRQQHFWLRQ�ZLWK�QHW�FDVK�LQIORZV�IURP�IRUZDUG�H[FKDQJH�FRQWUDFWV�WKDW�KHGJH�RXU�LQYHVWPHQW�LQ�WKH�
8�.��DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��
�

x� ����PLOOLRQ�VSHQW�RQ�WKH�SXUFKDVH�DQG�LPSOHPHQWDWLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\�DSSOLFDWLRQV��
�

x� ����PLOOLRQ�VSHQW�WR�IXQG�FRQVWUXFWLRQ�FRVWV�RI�D�QHZ�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLW\��WKDW�LV�MRLQWO\�RZQHG�E\�XV�DQG�D�WKLUG�
SDUW\��WKDW�ZDV�FRPSOHWHG�DQG�RSHQHG�GXULQJ�WKH�WKLUG�TXDUWHU�RI�������DQG��
�

x� ����PLOOLRQ�UHFHLYHG�LQ�FRQQHFWLRQ�ZLWK�WKH�VDOH�RI�D�EXVLQHVV�DQG�SURSHUW\�LQFOXGLQJ�7KH�/LPHV��DQ����EHG�IDFLOLW\�ORFDWHG�LQ�
WKH�8�.���

Net cash used in financing activities 

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�ZDV������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ�������

2019: 

7KH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�GXULQJ������FRQVLVWHG�RI�WKH�IROORZLQJ��

x� VSHQW�����PLOOLRQ�RQ�QHW�UHSD\PHQW�RI�GHEW�DV�IROORZV���L������PLOOLRQ�UHODWHG�WR�RXU�WHUP�ORDQ�$�IDFLOLW\���LL�����PLOOLRQ�
UHODWHG�WR�RXU�WHUP�ORDQ�%�IDFLOLW\��DQG���LLL�����PLOOLRQ�UHODWHG�WR�RWKHU�GHEW�IDFLOLWLHV��

x� JHQHUDWHG�����PLOOLRQ�RI�SURFHHGV�UHODWHG�WR�QHZ�ERUURZLQJV�DV�IROORZV���L������PLOOLRQ�SXUVXDQW�WR�D�VKRUW�WHUP��RQ�
GHPDQG�FUHGLW�IDFLOLW\���LL������PLOOLRQ�SXUVXDQW�WR�RXU�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��DQG���LLL�����PLOOLRQ�
UHODWHG�WR�RWKHU�GHEW�IDFLOLWLHV����

x� VSHQW������PLOOLRQ�WR�UHSXUFKDVH�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�LQ�FRQQHFWLRQ�ZLWK���L��RSHQ�PDUNHW�SXUFKDVHV�
SXUVXDQW�WR�RXU������ELOOLRQ�VWRFN�UHSXUFKDVH�SURJUDP�������PLOOLRQ���DQG���LL��LQFRPH�WD[�ZLWKKROGLQJ�REOLJDWLRQV�UHODWHG�
WR�VWRFN�EDVHG�FRPSHQVDWLRQ�SURJUDPV������PLOOLRQ���

x� VSHQW�����PLOOLRQ�WR�SD\�TXDUWHUO\�FDVK�GLYLGHQGV�RI������SHU�VKDUH�LQ�HDFK�RI�6HSWHPEHU�DQG�'HFHPEHU�������DQG������
SHU�VKDUH�LQ�HDFK�RI�0DUFK�DQG�-XQH��������

x� VSHQW�����PLOOLRQ�WR�SD\�SURILW�GLVWULEXWLRQV�UHODWHG�WR�QRQFRQWUROOLQJ�LQWHUHVWV�LQ�PDMRULW\�RZQHG�EXVLQHVVHV��

x� JHQHUDWHG�����PLOOLRQ�IURP�WKH�LVVXDQFH�RI�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�SXUVXDQW�WR�WKH�WHUPV�RI�HPSOR\HH�VWRFN�
SXUFKDVH�SODQV��DQG��

x� UHFHLYHG����PLOOLRQ�LQ�FDSLWDO�FRQWULEXWLRQV�IURP�PLQRULW\�PHPEHUV�LQ�PDMRULW\�RZQHG�EXVLQHVVHV���

2018: 

7KH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�GXULQJ������FRQVLVWHG�RI�WKH�IROORZLQJ��

x� VSHQW������PLOOLRQ�RQ�QHW�UHSD\PHQW�RI�GHEW�DV�IROORZV���L������PLOOLRQ�UHODWHG�WR�RXU�WHUP�ORDQ�$�IDFLOLW\���LL�������
PLOOLRQ�UHODWHG�WR�RXU�UHYROYLQJ�FUHGLW�IDFLOLW\���LLL�������PLOOLRQ�UHODWHG�WR�WKH�HDUO\�UHGHPSWLRQ�RI�RXU�������ERQGV�WKDW�
ZHUH�VFKHGXOHG�WR�PDWXUH�LQ��������LY������PLOOLRQ�UHODWHG�WR�RXU�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP���Y������
PLOOLRQ�UHODWHG�WR�RXU�VKRUW�WHUP��RQ�GHPDQG�FUHGLW�IDFLOLW\��DQG���YL�����PLOOLRQ�UHODWHG�WR�RWKHU�GHEW�IDFLOLWLHV��

x� JHQHUDWHG������PLOOLRQ�RI�SURFHHGV�UHODWHG�WR�QHZ�ERUURZLQJV�SXUVXDQW�WR�RXU�WHUP�ORDQ�$�IDFLOLW\�������PLOOLRQ��DQG�RXU�
WHUP�ORDQ�%�IDFLOLW\�������PLOOLRQ����



���

x� VSHQW������PLOOLRQ�WR�UHSXUFKDVH�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�LQ�FRQQHFWLRQ�ZLWK���L��RSHQ�PDUNHW�SXUFKDVHV�
SXUVXDQW�WR�RXU�VWRFN�UHSXUFKDVH�SURJUDP�������PLOOLRQ���DQG���LL��LQFRPH�WD[�ZLWKKROGLQJ�REOLJDWLRQV�UHODWHG�WR�VWRFN�
EDVHG�FRPSHQVDWLRQ�SURJUDPV������PLOOLRQ���

x� VSHQW�����PLOOLRQ�WR�SD\�TXDUWHUO\�FDVK�GLYLGHQGV�RI������SHU�VKDUH��

x� VSHQW�����PLOOLRQ�LQ�ILQDQFLQJ�FRVWV��

x� VSHQW�����PLOOLRQ�WR�SD\�SURILW�GLVWULEXWLRQV�UHODWHG�WR�QRQFRQWUROOLQJ�LQWHUHVWV�LQ�PDMRULW\�RZQHG�EXVLQHVVHV��DQG��

x� JHQHUDWHG�����PLOOLRQ�IURP�WKH�LVVXDQFH�RI�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�SXUVXDQW�WR�WKH�WHUPV�RI�HPSOR\HH�VWRFN�
SXUFKDVH�SODQV��

 

Year ended December 31, 2018 as compared to December 31, 2017: 

Net cash provided by operating activities 

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�ZDV��������ELOOLRQ�GXULQJ������DV�FRPSDUHG�WR��������ELOOLRQ�GXULQJ�������7KH�QHW�
LQFUHDVH�RI�����PLOOLRQ�ZDV�SULPDULO\�DWWULEXWDEOH�WR�WKH�IROORZLQJ��

x� D�IDYRUDEOH�FKDQJH�RI�����PLOOLRQ�GXH�WR�DQ�LQFUHDVH�LQ�QHW�LQFRPH�SOXV�PLQXV�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�H[SHQVH��
VWRFN�EDVHG�FRPSHQVDWLRQ��D�QHW�JDLQ�RQ�VDOHV�RI�DVVHWV��DQG�SURYLVLRQ�IRU�LQWDQJLEOH�DVVHW�LPSDLUPHQW��

x� DQ�XQIDYRUDEOH�FKDQJH�RI�����PLOOLRQ�LQ�DFFUXHG�DQG�GHIHUUHG�LQFRPH�WD[HV��

x� D�IDYRUDEOH�FKDQJH�RI�����PLOOLRQ�LQ�RWKHU�ZRUNLQJ�FDSLWDO�DFFRXQWV�UHVXOWLQJ�SULPDULO\�IURP�FKDQJHV�LQ�DFFUXHG�H[SHQVHV�
DQG�GXH�WR�WLPLQJ�RI�GLVEXUVHPHQWV��

x� DQ�XQIDYRUDEOH�FKDQJH�RI�����PLOOLRQ�LQ�DFFRXQWV�UHFHLYDEOH��

x� DQ�XQIDYRUDEOH�FKDQJH�RI����PLOOLRQ�LQ�DFFUXHG�LQVXUDQFH�H[SHQVH��QHW�RI�FRPPHUFLDO�SUHPLXPV�SDLG��DQG��

x� ����PLOOLRQ�RI�RWKHU�FRPELQHG�QHW�XQIDYRUDEOH�FKDQJHV��

Net cash used in investing activities 

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�ZDV������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ��������7KH�IDFWRUV�FRQWULEXWLQJ�WR�
WKH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�GXULQJ������DUH�GHWDLOHG�DERYH��

     2017: 

� 7KH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�GXULQJ������FRQVLVWHG�RI��

x� �����PLOOLRQ�VSHQW�RQ�FDSLWDO�H[SHQGLWXUHV�LQFOXGLQJ�FDSLWDO�H[SHQGLWXUHV�IRU�HTXLSPHQW��UHQRYDWLRQV�DQG�QHZ�SURMHFWV�DW�
YDULRXV�H[LVWLQJ�IDFLOLWLHV��

x� ����PLOOLRQ�VSHQW�LQ�FRQQHFWLRQ�ZLWK�QHW�FDVK�RXWIORZV�IURP�IRUZDUG�H[FKDQJH�FRQWUDFWV�WKDW�KHGJH�RXU�LQYHVWPHQW�LQ�WKH�
8�.��DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��

x� ����PLOOLRQ�VSHQW�RQ�WKH�SXUFKDVH�DQG�LPSOHPHQWDWLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\�DSSOLFDWLRQV��

x� ����PLOOLRQ�VSHQW�WR�DFTXLUH�EXVLQHVVHV�DQG�SURSHUW\��

x� ���PLOOLRQ�VSHQW�WR�IXQG�FRQVWUXFWLRQ�FRVWV�RI�D�QHZ��MRLQWO\�RZQHG�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLW\��DQG��

x� ���PLOOLRQ�VSHQW�WR�LQFUHDVH�WKH�VWDWXWRULO\�UHTXLUHG�FDSLWDO�UHVHUYHV�RI�RXU�FRPPHUFLDO�LQVXUDQFH�VXEVLGLDU\��

Net cash used in financing activities 

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�ZDV������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ��������7KH�IDFWRUV�FRQWULEXWLQJ�WR�
WKH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�GXULQJ������DUH�GHWDLOHG�DERYH��

2017: 

7KH������PLOOLRQ�RI�QHW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�GXULQJ������FRQVLVWHG�RI�WKH�IROORZLQJ��

x� VSHQW������PLOOLRQ�RQ�QHW�UHSD\PHQW�RI�GHEW�DV�IROORZV���L������PLOOLRQ�UHODWHG�WR�RXU�WHUP�ORDQ�$�IDFLOLW\���LL������PLOOLRQ�
UHODWHG�WR�RXU�UHYROYLQJ�FUHGLW�IDFLOLW\��DQG���LLL�����PLOOLRQ�UHODWHG�WR�RWKHU�GHEW�IDFLOLWLHV��



���

x� JHQHUDWHG�����PLOOLRQ�RI�SURFHHGV�UHODWHG�WR�QHZ�ERUURZLQJV�SXUVXDQW�WR�RXU�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP�
�����PLOOLRQ��DQG�VKRUW�WHUP��RQ�GHPDQG�FUHGLW�IDFLOLW\������PLOOLRQ���

x� VSHQW������PLOOLRQ�WR�UHSXUFKDVH�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�LQ�FRQQHFWLRQ�ZLWK���L��RSHQ�PDUNHW�SXUFKDVHV�
SXUVXDQW�WR�RXU�VWRFN�UHSXUFKDVH�SURJUDP�������PLOOLRQ���DQG���LL��LQFRPH�WD[�ZLWKKROGLQJ�REOLJDWLRQV�UHODWHG�WR�VWRFN�
EDVHG�FRPSHQVDWLRQ�SURJUDPV������PLOOLRQ���

x� VSHQW�����PLOOLRQ�WR�SD\�TXDUWHUO\�FDVK�GLYLGHQGV�RI������SHU�VKDUH��

x� VSHQW�����PLOOLRQ�WR�SD\�SURILW�GLVWULEXWLRQV�UHODWHG�WR�QRQFRQWUROOLQJ�LQWHUHVWV�LQ�PDMRULW\�RZQHG�EXVLQHVVHV��DQG��

x� JHQHUDWHG�����PLOOLRQ�IURP�WKH�LVVXDQFH�RI�VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�SXUVXDQW�WR�WKH�WHUPV�RI�HPSOR\HH�VWRFN�
SXUFKDVH�SODQV��

2020 Expected Capital Expenditures: 

'XULQJ�������ZH�H[SHFW�WR�VSHQG�DSSUR[LPDWHO\������PLOOLRQ�WR������PLOOLRQ�RQ�FDSLWDO�H[SHQGLWXUHV�ZKLFK�LQFOXGHV�H[SHQGLWXUHV�
IRU�FDSLWDO�HTXLSPHQW��UHQRYDWLRQV�DQG�QHZ�SURMHFWV�DW�H[LVWLQJ�KRVSLWDOV��$SSUR[LPDWHO\������PLOOLRQ�RI�RXU������H[SHFWHG�FDSLWDO�
H[SHQGLWXUHV�UHODWHV�WR�FRPSOHWLRQ�RI�SURMHFWV�WKDW�DUH�LQ�SURJUHVV�DV�RI�'HFHPEHU�����������:H�EHOLHYH�WKDW�RXU�FDSLWDO�H[SHQGLWXUH�
SURJUDP�LV�DGHTXDWH�WR�H[SDQG��LPSURYH�DQG�HTXLS�RXU�H[LVWLQJ�KRVSLWDOV��:H�H[SHFW�WR�ILQDQFH�DOO�FDSLWDO�H[SHQGLWXUHV�DQG�
DFTXLVLWLRQV�ZLWK�LQWHUQDOO\�JHQHUDWHG�IXQGV�DQG�RU�DGGLWLRQDO�IXQGV��DV�GLVFXVVHG�EHORZ��

Capital Resources 

Credit Facilities and Outstanding Debt Securities 

2Q�2FWREHU�����������ZH�HQWHUHG�LQWR�D��6L[WK�$PHQGPHQW��WKH�³6L[WK�$PHQGPHQW´��WR�RXU�FUHGLW�DJUHHPHQW�GDWHG�DV�RI�
1RYHPEHU�����������DV�DPHQGHG�RQ�0DUFK�����������6HSWHPEHU�����������0D\�����������$XJXVW���������DQG�-XQH����������DPRQJ�
8+6��DV�ERUURZHU��WKH�VHYHUDO�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��DV�OHQGHUV��-30RUJDQ�&KDVH�
%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW��DQG�WKH�RWKHU�DJHQWV�SDUW\�WKHUHWR��WKH�³6HQLRU�&UHGLW�$JUHHPHQW´���7KH�6L[WK�$PHQGPHQW�
EHFDPH�HIIHFWLYH�RQ�2FWREHU������������

7KH�6L[WK�$PHQGPHQW�DPHQGHG�WKH�6HQLRU�&UHGLW�$JUHHPHQW�WR��DPRQJ�RWKHU�WKLQJV���L��LQFUHDVH�WKH�DJJUHJDWH�DPRXQW�RI�WKH�
UHYROYLQJ�FUHGLW�IDFLOLW\�WR����ELOOLRQ��LQFUHDVH�RI������PLOOLRQ�RYHU�WKH������PLOOLRQ�SUHYLRXV�FRPPLWPHQW����LL��LQFUHDVH�WKH�
DJJUHJDWH�DPRXQW�RI�WKH�WUDQFKH�$�WHUP�ORDQ�FRPPLWPHQWV�WR����ELOOLRQ��LQFUHDVH�RI�DSSUR[LPDWHO\������PLOOLRQ�RYHU�WKH�������ELOOLRQ�
RI�RXWVWDQGLQJ�ERUURZLQJV�SULRU�WR�WKH�DPHQGPHQW���DQG���LLL��H[WHQGHG�WKH�PDWXULW\�GDWH�RI�WKH�UHYROYLQJ�FUHGLW�DQG�WUDQFKH�$�WHUP�
ORDQ�IDFLOLWLHV�WR�2FWREHU����������IURP�$XJXVW�����������

2Q�2FWREHU�����������ZH�DGGHG�D�VHYHQ�\HDU�WUDQFKH�%�WHUP�ORDQ�IDFLOLW\�LQ�WKH�DJJUHJDWH�SULQFLSDO�DPRXQW�RI������PLOOLRQ�
SXUVXDQW�WR�WKH�6HQLRU�&UHGLW�$JUHHPHQW��7KH�WUDQFKH�%�WHUP�ORDQ�PDWXUHV�RQ�2FWREHU������������:H�XVHG�WKH�SURFHHGV�WR�UHSD\�
ERUURZLQJV�XQGHU�WKH�UHYROYLQJ�FUHGLW�IDFLOLW\��WKH�6HFXULWL]DWLRQ��DV�GHILQHG�EHORZ���WR�UHGHHP�RXU������PLOOLRQ��������6HQLRU�1RWHV�
WKDW�ZHUH�VFKHGXOHG�WR�PDWXUH�LQ������DQG�IRU�JHQHUDO�FRUSRUDWH�SXUSRVHV����

$V�RI�'HFHPEHU�����������ZH�KDG�QR�ERUURZLQJV�RXWVWDQGLQJ�SXUVXDQW�WR�RXU����ELOOLRQ�UHYROYLQJ�FUHGLW�IDFLOLW\�DQG�ZH�KDG������
PLOOLRQ�RI�DYDLODEOH�ERUURZLQJ�FDSDFLW\�QHW�RI����PLOOLRQ�RI�RXWVWDQGLQJ�OHWWHUV�RI�FUHGLW�DQG�����PLOOLRQ�RI�RXWVWDQGLQJ�ERUURZLQJV�
SXUVXDQW�WR�D�VKRUW�WHUP�FUHGLW�IDFLOLW\����

3XUVXDQW�WR�WKH�WHUPV�RI�WKH�6L[WK�$PHQGPHQW��WKH�WUDQFKH�$�WHUP�ORDQ��ZKLFK�KDG��������ELOOLRQ�RI�ERUURZLQJV�RXWVWDQGLQJ�DV�RI�
'HFHPEHU�����������SURYLGHV�IRU�HLJKW�LQVWDOOPHQW�SD\PHQWV�RI�������PLOOLRQ�SHU�TXDUWHU�ZKLFK�FRPPHQFHG�LQ�0DUFK�RI������DQG�DUH�
VFKHGXOHG�WR�FRQWLQXH�WKURXJK�'HFHPEHU�RI��������7KHUHDIWHU��SD\PHQWV�RI�����PLOOLRQ�SHU�TXDUWHU�DUH�VFKHGXOHG��FRPPHQFLQJ�LQ�
0DUFK�RI������XQWLO�PDWXULW\�LQ�2FWREHU�RI�������ZKHQ�DOO�RXWVWDQGLQJ�DPRXQWV�ZLOO�EH�GXH���

7KH�WUDQFKH�%�WHUP�ORDQ��ZKLFK�KDG������PLOOLRQ�RI�ERUURZLQJV�RXWVWDQGLQJ�DV�RI�'HFHPEHU�����������SURYLGHV�IRU�LQVWDOOPHQW�
SD\PHQWV�RI�������PLOOLRQ�SHU�TXDUWHU��ZKLFK�FRPPHQFHG�RQ�0DUFK����������DQG�DUH�VFKHGXOHG�WR�FRQWLQXH�XQWLO�PDWXULW\�LQ�2FWREHU�
RI�������ZKHQ�DOO�RXWVWDQGLQJ�DPRXQWV�ZLOO�EH�GXH�������

%RUURZLQJV�XQGHU�WKH�6HQLRU�&UHGLW�$JUHHPHQW�EHDU�LQWHUHVW�DW�RXU�HOHFWLRQ�DW�HLWKHU�����WKH�$%5�UDWH�ZKLFK�LV�GHILQHG�DV�WKH�UDWH�
SHU�DQQXP�HTXDO�WR�WKH�JUHDWHVW�RI��D��WKH�OHQGHU¶V�SULPH�UDWH���E��WKH�ZHLJKWHG�DYHUDJH�RI�WKH�IHGHUDO�IXQGV�UDWH��SOXV������DQG��F��RQH�
PRQWK�/,%25�UDWH�SOXV�����LQ�HDFK�FDVH��SOXV�DQ�DSSOLFDEOH�PDUJLQ�EDVHG�XSRQ�RXU�FRQVROLGDWHG�OHYHUDJH�UDWLR�DW�WKH�HQG�RI�HDFK�
TXDUWHU�UDQJLQJ�IURP��������WR��������IRU�UHYROYLQJ�FUHGLW�DQG�WHUP�ORDQ�$�ERUURZLQJV�DQG�������IRU�WUDQFKH�%�ERUURZLQJV��RU�
����WKH�RQH��WZR��WKUHH�RU�VL[�PRQWK�/,%25�UDWH��DW�RXU�HOHFWLRQ���SOXV�DQ�DSSOLFDEOH�PDUJLQ�EDVHG�XSRQ�RXU�FRQVROLGDWHG�OHYHUDJH�UDWLR�
DW�WKH�HQG�RI�HDFK�TXDUWHU�UDQJLQJ�IURP��������WR��������IRU�UHYROYLQJ�FUHGLW�DQG�WHUP�ORDQ�$�ERUURZLQJV�DQG�������IRU�WKH�WUDQFKH�
%�WHUP�ORDQ��$V�RI�'HFHPEHU�����������WKH�DSSOLFDEOH�PDUJLQV�ZHUH��������IRU�$%5�EDVHG�ORDQV�DQG��������IRU�/,%25�EDVHG�ORDQV�
XQGHU�WKH�UHYROYLQJ�FUHGLW�DQG�WHUP�ORDQ�$�IDFLOLWLHV���7KH�UHYROYLQJ�FUHGLW�IDFLOLW\�LQFOXGHV�D������PLOOLRQ�VXE�OLPLW�IRU�OHWWHUV�RI�
FUHGLW��7KH�6HQLRU�&UHGLW�$JUHHPHQW�LV�VHFXUHG�E\�FHUWDLQ�DVVHWV�RI�WKH�&RPSDQ\�DQG�RXU�PDWHULDO�VXEVLGLDULHV��ZKLFK�JHQHUDOO\�



���

H[FOXGHV�DVVHW�FODVVHV�VXFK�DV�VXEVWDQWLDOO\�DOO�RI�WKH�SDWLHQW�UHODWHG�DFFRXQWV�UHFHLYDEOH�RI�RXU�DFXWH�FDUH�KRVSLWDOV��DQG�FHUWDLQ�UHDO�
HVWDWH�DVVHWV�DQG�DVVHWV�KHOG�LQ�MRLQW�YHQWXUHV�ZLWK�WKLUG�SDUWLHV��DQG�LV�JXDUDQWHHG�E\�RXU�PDWHULDO�VXEVLGLDULHV��

7KH�6HQLRU�&UHGLW�$JUHHPHQW�LQFOXGHV�D�PDWHULDO�DGYHUVH�FKDQJH�FODXVH�WKDW�PXVW�EH�UHSUHVHQWHG�DW�HDFK�GUDZ��7KH�6HQLRU�&UHGLW�
$JUHHPHQW�FRQWDLQV�FRYHQDQWV�WKDW�LQFOXGH�D�OLPLWDWLRQ�RQ�VDOHV�RI�DVVHWV��PHUJHUV��FKDQJH�RI�RZQHUVKLS��OLHQV�DQG�LQGHEWHGQHVV��
WUDQVDFWLRQV�ZLWK�DIILOLDWHV��GLYLGHQGV�DQG�VWRFN�UHSXUFKDVHV��DQG�UHTXLUHV�FRPSOLDQFH�ZLWK�ILQDQFLDO�FRYHQDQWV�LQFOXGLQJ�PD[LPXP�
OHYHUDJH��:H�DUH�LQ�FRPSOLDQFH�ZLWK�DOO�UHTXLUHG�FRYHQDQWV�DV�RI�'HFHPEHU����������DQG�'HFHPEHU�����������

,Q�ODWH�$SULO��������ZH�HQWHUHG�LQWR�WKH�VL[WK�DPHQGPHQW�WR�RXU�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��³6HFXULWL]DWLRQ´��GDWHG�
DV�RI�2FWREHU����������ZLWK�D�JURXS�RI�FRQGXLW�OHQGHUV��OLTXLGLW\�EDQNV��DQG�31&�%DQN��1DWLRQDO�$VVRFLDWLRQ��DV�DGPLQLVWUDWLYH�DJHQW��
ZKLFK�SURYLGHV�IRU�ERUURZLQJV�RXWVWDQGLQJ�IURP�WLPH�WR�WLPH�E\�FHUWDLQ�RI�RXU�VXEVLGLDULHV�LQ�H[FKDQJH�IRU�XQGLYLGHG�VHFXULW\�
LQWHUHVWV�LQ�WKHLU�UHVSHFWLYH�DFFRXQWV�UHFHLYDEOH��7KH�VL[WK�DPHQGPHQW��DPRQJ�RWKHU�WKLQJV��H[WHQGHG�WKH�WHUP�RI�WKH�6HFXULWL]DWLRQ�
SURJUDP�WKURXJK�$SULO����������DQG�LQFUHDVHG�WKH�ERUURZLQJ�FDSDFLW\�WR������PLOOLRQ��IURP������PLOOLRQ�SUHYLRXVO\���$OWKRXJK�WKH�
SURJUDP�IHH�DQG�FHUWDLQ�RWKHU�IHHV�ZHUH�DGMXVWHG�LQ�FRQQHFWLRQ�ZLWK�WKH�VL[WK�DPHQGPHQW��VXEVWDQWLDOO\�DOO�RWKHU�SURYLVLRQV�RI�WKH�
6HFXULWL]DWLRQ�SURJUDP�UHPDLQHG�XQFKDQJHG���3XUVXDQW�WR�WKH�WHUPV�RI�RXU�6HFXULWL]DWLRQ�SURJUDP��VXEVWDQWLDOO\�DOO�RI�WKH�SDWLHQW�
UHODWHG�DFFRXQWV�UHFHLYDEOH�RI�RXU�DFXWH�FDUH�KRVSLWDOV��³5HFHLYDEOHV´��VHUYH�DV�FROODWHUDO�IRU�WKH�RXWVWDQGLQJ�ERUURZLQJV��:H�KDYH�
DFFRXQWHG�IRU�WKLV�6HFXULWL]DWLRQ�DV�ERUURZLQJV��:H�PDLQWDLQ�HIIHFWLYH�FRQWURO�RYHU�WKH�5HFHLYDEOHV�VLQFH��SXUVXDQW�WR�WKH�WHUPV�RI�WKH�
6HFXULWL]DWLRQ��WKH�5HFHLYDEOHV�DUH�VROG�IURP�FHUWDLQ�RI�RXU�VXEVLGLDULHV�WR�VSHFLDO�SXUSRVH�HQWLWLHV�WKDW�DUH�ZKROO\�RZQHG�E\�XV��7KH�
5HFHLYDEOHV��KRZHYHU��DUH�RZQHG�E\�WKH�VSHFLDO�SXUSRVH�HQWLWLHV��FDQ�EH�XVHG�RQO\�WR�VDWLVI\�WKH�GHEWV�RI�WKH�ZKROO\�RZQHG�VSHFLDO�
SXUSRVH�HQWLWLHV��DQG�WKXV�DUH�QRW�DYDLODEOH�WR�XV�H[FHSW�WKURXJK�RXU�RZQHUVKLS�LQWHUHVW�LQ�WKH�VSHFLDO�SXUSRVH�HQWLWLHV��7KH�ZKROO\�
RZQHG�VSHFLDO�SXUSRVH�HQWLWLHV�XVH�WKH�5HFHLYDEOHV�WR�FROODWHUDOL]H�WKH�ORDQV�REWDLQHG�IURP�WKH�JURXS�RI�WKLUG�SDUW\�FRQGXLW�OHQGHUV�
DQG�OLTXLGLW\�EDQNV��7KH�JURXS�RI�WKLUG�SDUW\�FRQGXLW�OHQGHUV�DQG�OLTXLGLW\�EDQNV�GR�QRW�KDYH�UHFRXUVH�WR�XV�EH\RQG�WKH�DVVHWV�RI�WKH�
ZKROO\�RZQHG�VSHFLDO�SXUSRVH�HQWLWLHV�WKDW�VHFXULWL]H�WKH�ORDQV��$W�'HFHPEHU�����������ZH�KDG������PLOOLRQ�RI�RXWVWDQGLQJ�
ERUURZLQJV�SXUVXDQW�WR�WKH�WHUPV�RI�WKH�6HFXULWL]DWLRQ�DQG�����PLOOLRQ�RI�DYDLODEOH�ERUURZLQJ�FDSDFLW\�����

$V�RI�'HFHPEHU�����������ZH�KDG�FRPELQHG�DJJUHJDWH�SULQFLSDO�RI������ELOOLRQ�IURP�WKH�IROORZLQJ�VHQLRU�VHFXUHG�QRWHV��

x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������VHQLRU�VHFXUHG�QRWHV�GXH�LQ�$XJXVW��������³�����1RWHV´��ZKLFK�ZHUH�
LVVXHG�DV�IROORZV��

x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�LVVXHG�RQ�$XJXVW���������DW�SDU��
x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�LVVXHG�RQ�-XQH���������DW��������WR�\LHOG��������

�
x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������VHQLRU�VHFXUHG�QRWHV�GXH�LQ�-XQH��������³�����1RWHV´��ZKLFK�ZHUH�LVVXHG�

RQ�-XQH����������

,QWHUHVW�RQ�WKH������1RWHV�LV�SD\DEOH�RQ�)HEUXDU\���DQG�$XJXVW���RI�HDFK�\HDU�XQWLO�WKH�PDWXULW\�GDWH�RI�$XJXVW�����������,QWHUHVW�
RQ�WKH������1RWHV�LV�SD\DEOH�RQ�-XQH���DQG�'HFHPEHU���XQWLO�WKH�PDWXULW\�GDWH�RI�-XQH����������7KH������1RWHV�DQG������1RWHV�ZHUH�
RIIHUHG�RQO\�WR�TXDOLILHG�LQVWLWXWLRQDO�EX\HUV�XQGHU�5XOH����$�DQG�WR�QRQ�8�6��SHUVRQV�RXWVLGH�WKH�8QLWHG�6WDWHV�LQ�UHOLDQFH�RQ�
5HJXODWLRQ�6�XQGHU�WKH�6HFXULWLHV�$FW�RI�������DV�DPHQGHG��WKH�³6HFXULWLHV�$FW´���7KH������1RWHV�DQG������1RWHV�KDYH�QRW�EHHQ�
UHJLVWHUHG�XQGHU�WKH�6HFXULWLHV�$FW�DQG�PD\�QRW�EH�RIIHUHG�RU�VROG�LQ�WKH�8QLWHG�6WDWHV�DEVHQW�UHJLVWUDWLRQ�RU�DQ�DSSOLFDEOH�H[HPSWLRQ�
IURP�UHJLVWUDWLRQ�UHTXLUHPHQWV��
�

2Q�1RYHPEHU����������ZH�UHGHHPHG�WKH������PLOOLRQ�DJJUHJDWH�SULQFLSDO��������6HQLRU�1RWHV�GXH�LQ�������7KH������1RWHV�
ZHUH�UHGHHPHG�IRU�DQ�DJJUHJDWH�SULFH�HTXDO�WR����������RI�WKH�SULQFLSDO�DPRXQW��UHVXOWLQJ�LQ�D�SUHPLXP�SDLG�RI�DSSUR[LPDWHO\����
PLOOLRQ��SOXV�DFFUXHG�LQWHUHVW�WR�WKH�UHGHPSWLRQ�GDWH����

$W�HDFK�RI�'HFHPEHU����������DQG�������WKH�FDUU\LQJ�YDOXH�DQG�IDLU�YDOXH�RI�RXU�GHEW�ZHUH�HDFK�DSSUR[LPDWHO\������ELOOLRQ��7KH�
IDLU�YDOXH�RI�RXU�GHEW�ZDV�FRPSXWHG�EDVHG�XSRQ�TXRWHV�UHFHLYHG�IURP�ILQDQFLDO�LQVWLWXWLRQV��:H�FRQVLGHU�WKHVH�WR�EH�³OHYHO��´�LQ�WKH�
IDLU�YDOXH�KLHUDUFK\�DV�RXWOLQHG�LQ�WKH�DXWKRULWDWLYH�JXLGDQFH�IRU�GLVFORVXUHV�LQ�FRQQHFWLRQ�ZLWK�GHEW�LQVWUXPHQWV��

2XU�WRWDO�GHEW�DV�D�SHUFHQWDJH�RI�WRWDO�FDSLWDOL]DWLRQ�ZDV�DSSUR[LPDWHO\�����DW�'HFHPEHU����������DQG�����DW�'HFHPEHU�����
������

'XULQJ�������ZH�HQWHUHG�LQWR�QLQH�IRUZDUG�VWDUWLQJ�LQWHUHVW�UDWH�VZDSV�ZKHUHE\�ZH�SDLG�D�IL[HG�UDWH�RQ�D�WRWDO�QRWLRQDO�DPRXQW�RI�
�����ELOOLRQ�DQG�UHFHLYHG�RQH�PRQWK�/,%25��7KH�DYHUDJH�IL[HG�UDWH�SD\DEOH�RQ�WKHVH�VZDSV��DOO�RI�ZKLFK�PDWXUHG�RQ�$SULO�����������
ZDV���������$OWKRXJK�ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�XOWLPDWHO\�GR�VR��ZH�DUH�FXUUHQWO\�PRQLWRULQJ�WKH�LQWHUHVW�UDWH�
HQYLURQPHQW�DQG�HYDOXDWLQJ�WKH�WHUPV�RI�SRWHQWLDO�UHSODFHPHQW�LQWHUHVW�UDWH�VZDSV�WKDW�ZH�PD\�HQWHU�LQWR�IRU�D�ODUJH�SRUWLRQ��RU�
SRWHQWLDOO\�DOO��RI�WKH����ELOOLRQ�WRWDO�QRWLRQDO�DPRXQW�WKDW�H[SLUHG�RQ�$SULO��������������������



���

:H�H[SHFW�WR�ILQDQFH�DOO�FDSLWDO�H[SHQGLWXUHV�DQG�DFTXLVLWLRQV��SD\�GLYLGHQGV�DQG�SRWHQWLDOO\�UHSXUFKDVH�VKDUHV�RI�RXU�FRPPRQ�
VWRFN�XWLOL]LQJ�LQWHUQDOO\�JHQHUDWHG�DQG�DGGLWLRQDO�IXQGV��$GGLWLRQDO�IXQGV�PD\�EH�REWDLQHG�WKURXJK���L��ERUURZLQJV�XQGHU�RXU�H[LVWLQJ�
UHYROYLQJ�FUHGLW�IDFLOLW\�RU�WKURXJK�UHILQDQFLQJ�WKH�H[LVWLQJ�6HQLRU�&UHGLW�$JUHHPHQW���LL��WKH�LVVXDQFH�RI�RWKHU�ORQJ�WHUP�GHEW��DQG�RU��
�LLL��WKH�LVVXDQFH�RI�HTXLW\��:H�EHOLHYH�WKDW�RXU�RSHUDWLQJ�FDVK�IORZV��FDVK�DQG�FDVK�HTXLYDOHQWV��DV�ZHOO�DV�DFFHVV�WR�WKH�FDSLWDO�
PDUNHWV��SURYLGH�XV�ZLWK�VXIILFLHQW�FDSLWDO�UHVRXUFHV�WR�IXQG�RXU�RSHUDWLQJ��LQYHVWLQJ�DQG�ILQDQFLQJ�UHTXLUHPHQWV�IRU�WKH�QH[W�WZHOYH�
PRQWKV��LQFOXGLQJ�WKH�UHILQDQFLQJ�RI�RXU�DERYH�PHQWLRQHG�6HQLRU�&UHGLW�$JUHHPHQW�WKDW�LV�VFKHGXOHG�WR�PDWXUH�LQ�2FWREHU���������
+RZHYHU��LQ�WKH�HYHQW�ZH�QHHG�WR�DFFHVV�WKH�FDSLWDO�PDUNHWV�RU�RWKHU�VRXUFHV�RI�ILQDQFLQJ��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�EH�
DEOH�WR�REWDLQ�ILQDQFLQJ�RQ�DFFHSWDEOH�WHUPV�RU�ZLWKLQ�DQ�DFFHSWDEOH�WLPH��2XU�LQDELOLW\�WR�REWDLQ�ILQDQFLQJ�RQ�WHUPV�DFFHSWDEOH�WR�XV�
FRXOG�KDYH�D�PDWHULDO�XQIDYRUDEOH�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV��ILQDQFLDO�FRQGLWLRQ�DQG�OLTXLGLW\��

Contractual Obligations and Off-Balance Sheet Arrangements 

$V�RI�'HFHPEHU����������ZH�ZHUH�SDUW\�WR�FHUWDLQ�RII�EDODQFH�VKHHW�DUUDQJHPHQWV�FRQVLVWLQJ�RI�VWDQGE\�OHWWHUV�RI�FUHGLW�DQG�
VXUHW\�ERQGV�ZKLFK�WRWDOHG������PLOOLRQ�FRQVLVWLQJ�RI���L�������PLOOLRQ�UHODWHG�WR�RXU�VHOI�LQVXUDQFH�SURJUDPV��DQG���LL�����PLOOLRQ�RI�
RWKHU�GHEW�DQG�SXEOLF�XWLOLW\�JXDUDQWHHV���

2EOLJDWLRQV�XQGHU�RSHUDWLQJ�OHDVHV�IRU�UHDO�SURSHUW\��UHDO�SURSHUW\�PDVWHU�OHDVHV�DQG�HTXLSPHQW�DPRXQW�WR������PLOOLRQ�DV�RI�
'HFHPEHU�����������7KH�UHDO�SURSHUW\�PDVWHU�OHDVHV�DUH�OHDVHV�IRU�EXLOGLQJV�RQ�RU�QHDU�KRVSLWDO�SURSHUW\�IRU�ZKLFK�ZH�JXDUDQWHH�D�
FHUWDLQ�OHYHO�RI�UHQWDO�LQFRPH��:H�VXEOHDVH�VSDFH�LQ�WKHVH�EXLOGLQJV�DQG�DQ\�DPRXQWV�UHFHLYHG�IURP�WKHVH�VXEOHDVHV�DUH�RIIVHW�DJDLQVW�
WKH�H[SHQVH��,Q�DGGLWLRQ��ZH�OHDVH�WKUHH�KRVSLWDO�IDFLOLWLHV�IURP�8QLYHUVDO�+HDOWK�5HDOW\�7UXVW��WKH�³7UXVW´��ZLWK�WZR�KRVSLWDO�WHUPV�
H[SLULQJ�LQ������DQG�WKH�WKLUG�LQ�������7KHVH�OHDVHV�FRQWDLQ�XS�WR�WZR���\HDU�UHQHZDO�RSWLRQV��:H�DOVR�OHDVH�WZR�IUHH�VWDQGLQJ�
HPHUJHQF\�GHSDUWPHQWV�DQG�VSDFH�LQ�FHUWDLQ�PHGLFDO�RIILFH�EXLOGLQJV�ZKLFK�DUH�RZQHG�E\�WKH�7UXVW���,Q�DGGLWLRQ��ZH�OHDVH�WKH�UHDO�
SURSHUW\�RI�FHUWDLQ�RWKHU�IDFLOLWLHV�IURP�QRQ�UHODWHG�SDUWLHV�DV�LQGLFDWHG�LQ�Item 2. Properties,�DV�LQFOXGHG�KHUHLQ��

7KH�IROORZLQJ�UHSUHVHQWV�WKH�VFKHGXOHG�PDWXULWLHV�RI�RXU�FRQWUDFWXDO�REOLJDWLRQV�DV�RI�'HFHPEHU�����������
�

�� � 3D\PHQWV�'XH�E\�3HULRG��GROODUV�LQ�WKRXVDQGV�� �
�� � � �� � � /HVV�WKDQ� � � ���� �� �� ���� � � $IWHU� �
�� � 7RWDO� � � ��\HDU� � � \HDUV� �� �� \HDUV� � � ��\HDUV� �

/RQJ�WHUP�GHEW�REOLJDWLRQV��D�� � � ���������� � � ������� � � �������������������������� � � ��������
�(VWLPDWHG�IXWXUH�LQWHUHVW�SD\PHQWV�RQ�GHEW�
���RXWVWDQGLQJ�DV�RI�'HFHPEHU�����������E�� � � �������� � � �������� � � ������������ �� �������� � � �������
&RQVWUXFWLRQ�FRPPLWPHQWV��F�� � � �������� � � ������� � � ����������� �� �� � � ��
3XUFKDVH�DQG�RWKHU�REOLJDWLRQV��G�� � � �������� � � ������� � � ������������ �� ������� � � �������
2SHUDWLQJ�OHDVHV��H�� � � �������� � � ������� � � ������������ �� ������� � � ��������
(VWLPDWHG�IXWXUH�SD\PHQWV�IRU�GHILQHG�EHQHILW�
���SHQVLRQ�SODQ��DQG�RWKHU�UHWLUHPHQW�SODQ��I�� � � �������� � � ������� � � ����������� �� ������� � � ��������
+HDOWK�DQG�GHQWDO�XQSDLG�FODLPV��J�� � � ������� � � ������� � � ������ �� �� � � ��
7RWDO�FRQWUDFWXDO�FDVK�REOLJDWLRQV� � � ���������� � � �������� � � �������������������������� � � ��������� ��

�D�� 5HIOHFWV�ERUURZLQJV�RXWVWDQGLQJ��DIWHU�XQDPRUWL]HG�ILQDQFLQJ�FRVWV��DV�RI�'HFHPEHU����������DV�GLVFXVVHG�LQ�Note 4 to the 
Consolidated Financial Statements��

�E�� $VVXPHV�WKDW�DOO�GHEW�RXWVWDQGLQJ�DV�RI�'HFHPEHU�����������LQFOXGLQJ�ERUURZLQJV�XQGHU�RXU�&UHGLW�$JUHHPHQW��GHPDQG�QRWH�
DQG�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��UHPDLQ�RXWVWDQGLQJ�XQWLO�WKH�ILQDO�PDWXULW\�RI�WKH�GHEW�DJUHHPHQWV�DW�WKH�VDPH�
LQWHUHVW�UDWHV��VRPH�RI�ZKLFK�DUH�IORDWLQJ��ZKLFK�ZHUH�LQ�HIIHFW�DV�RI�'HFHPEHU�����������:H�KDYH�WKH�ULJKW�WR�UHSD\�ERUURZLQJV�
XSRQ�VKRUW�QRWLFH�DQG�ZLWKRXW�SHQDOW\��SXUVXDQW�WR�WKH�WHUPV�RI�WKH�&UHGLW�$JUHHPHQW��GHPDQG�QRWH�DQG�DFFRXQWV�UHFHLYDEOH�
VHFXULWL]DWLRQ�SURJUDP���

�F�� 2XU�VKDUH�RI�WKH�UHPDLQLQJ�HVWLPDWHG�FRQVWUXFWLRQ�FRVW�RI�ILYH�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�WKDW�DUH�XQGHU�FRQVWUXFWLRQ�DQG�
VFKHGXOHG�WR�EH�FRPSOHWHG�DW�YDULRXV�WLPHV�LQ������������DQG�������:H�DUH�UHTXLUHG�WR�EXLOG�WKHVH�IDFLOLWLHV�SXUVXDQW�WR�MRLQW�
YHQWXUH�DJUHHPHQWV�ZLWK�WKLUG�SDUWLHV��,Q�DGGLWLRQ��ZH�KDG�YDULRXV�RWKHU�SURMHFWV�XQGHU�FRQVWUXFWLRQ�DV�RI�'HFHPEHU�����������
%HFDXVH�ZH�FDQ�WHUPLQDWH�VXEVWDQWLDOO\�DOO�RI�WKH�FRQVWUXFWLRQ�FRQWUDFWV�UHODWHG�WR�WKH�YDULRXV�RWKHU�SURMHFWV�DW�DQ\�WLPH�ZLWKRXW�
SD\LQJ�D�WHUPLQDWLRQ�IHH��WKHVH�FRVWV�DUH�H[FOXGHG�IURP�WKH�WDEOH�DERYH������

�G�� &RQVLVWV�RI���L������PLOOLRQ�UHODWHG�WR�ORQJ�WHUP�FRQWUDFWV�ZLWK�WKLUG�SDUWLHV�FRQVLVWLQJ�SULPDULO\�RI�FHUWDLQ�UHYHQXH�F\FOH�GDWD�
SURFHVVLQJ�VHUYLFHV�IRU�RXU�DFXWH�FDUH�IDFLOLWLHV���LL�������PLOOLRQ�UHODWHG�WR�WKH�IXWXUH�H[SHFWHG�FRVWV�WR�EH�SDLG�WR�D�WKLUG�SDUW\�
YHQGRU�LQ�FRQQHFWLRQ�ZLWK�WKH�RQJRLQJ�RSHUDWLRQ�RI�DQ�HOHFWURQLF�KHDOWK�UHFRUGV�DSSOLFDWLRQ�DQG�SXUFKDVH�DQG�LPSOHPHQWDWLRQ�RI�
D�UHYHQXH�F\FOH�DQG�RWKHU�DSSOLFDWLRQV�IRU�RXU�DFXWH�FDUH�IDFLOLWLHV��DQG���LLL��DQG�����PLOOLRQ�IRU�RWKHU�VRIWZDUH�DSSOLFDWLRQV���

�H�� 5HIOHFWV�RXU�IXWXUH�PLQLPXP�RSHUDWLQJ�OHDVH�SD\PHQW�REOLJDWLRQV�UHODWHG�WR�RXU�RSHUDWLQJ�OHDVH�DJUHHPHQWV�RXWVWDQGLQJ�DV�RI�
'HFHPEHU����������DV�GLVFXVVHG�LQ�Note 7 to the Consolidated Financial Statements��6RPH�RI�WKH�OHDVH�DJUHHPHQWV�SURYLGH�XV�
ZLWK�WKH�RSWLRQ�WR�UHQHZ�WKH�OHDVH�DQG�RXU�IXWXUH�OHDVH�REOLJDWLRQV�ZRXOG�FKDQJH�LI�ZH�H[HUFLVHG�WKHVH�UHQHZDO�RSWLRQV��,Q�



���

FRQQHFWLRQ�ZLWK�WKHVH�RSHUDWLQJ�OHDVH�FRPPLWPHQWV��RXU�FRQVROLGDWHG�EDODQFH�VKHHW�DV�RI�'HFHPEHU����������LQFOXGHV�ULJKW�RI�
XVH�DVVHWV�DPRXQWLQJ�WR������PLOOLRQ�DQG�DJJUHJDWH�RSHUDWLQJ�OHDVH�OLDELOLWLHV�RI������PLOOLRQ������PLOOLRQ�LQFOXGHG�LQ�FXUUHQW�
OLDELOLWLHV�DQG������PLOOLRQ�LQFOXGHG�LQ�QRQFXUUHQW�OLDELOLWLHV�����

�I�� &RQVLVWV�RI������PLOOLRQ�RI�HVWLPDWHG�IXWXUH�SD\PHQWV�UHODWHG�WR�RXU�QRQ�FRQWULEXWRU\��GHILQHG�EHQHILW�SHQVLRQ�SODQ��HVWLPDWHG�
WKURXJK��������DV�GLVFORVHG�LQ�Note 8 to the Consolidated Financial Statements��DQG�����PLOOLRQ�RI�HVWLPDWHG�IXWXUH�SD\PHQWV�
UHODWHG�WR�RWKHU�UHWLUHPHQW�SODQ�OLDELOLWLHV������PLOOLRQ�RI�OLDELOLWLHV�UHFRUGHG�LQ�RWKHU�QRQ�FXUUHQW�OLDELOLWLHV�DV�RI�'HFHPEHU�����
�����LQ�FRQQHFWLRQ�ZLWK�WKHVH�UHWLUHPHQW�SODQV���

�J�� &RQVLVWV�RI�DFFUXHG�DQG�XQSDLG�HVWLPDWHG�FODLPV�H[SHQVH�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�RXU�FRPPHUFLDO�KHDOWK�LQVXUHUV�DQG�VHOI�
LQVXUHG�HPSOR\HH�EHQHILW�SODQV��

$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�ZDV������PLOOLRQ��RI�ZKLFK�����
PLOOLRQ�LV�LQFOXGHG�LQ�RWKHU�FXUUHQW�OLDELOLWLHV�DQG������PLOOLRQ�LV�LQFOXGHG�LQ�RWKHU�QRQ�FXUUHQW�OLDELOLWLHV��:H�H[FOXGH�WKH������PLOOLRQ�
IRU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�IURP�WKH�FRQWUDFWXDO�REOLJDWLRQV�WDEOH�EHFDXVH�WKHUH�DUH�QR�VLJQLILFDQW�FRQWUDFWXDO�
REOLJDWLRQV�DVVRFLDWHG�ZLWK�WKHVH�OLDELOLWLHV�DQG�EHFDXVH�RI�WKH�XQFHUWDLQW\�RI�WKH�GROODU�DPRXQWV�WR�EH�XOWLPDWHO\�SDLG�DV�ZHOO�DV�WKH�
WLPLQJ�RI�VXFK�SD\PHQWV��3OHDVH�VHH�Self-Insured/Other Insurance Risks�DERYH�IRU�DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�RXU�SURIHVVLRQDO�DQG�
JHQHUDO�OLDELOLW\�FODLPV�DQG�UHVHUYHV��

,7(0��$�� 4XDQWLWDWLYH�DQG�4XDOLWDWLYH�'LVFORVXUHV�$ERXW�0DUNHW�5LVN�

:H�PDQDJH�RXU�UDWLR�RI�IL[HG�DQG�IORDWLQJ�UDWH�GHEW�ZLWK�WKH�REMHFWLYH�RI�DFKLHYLQJ�D�PL[�WKDW�PDQDJHPHQW�EHOLHYHV�LV�
DSSURSULDWH��7R�PDQDJH�WKLV�ULVN�LQ�D�FRVW�HIIHFWLYH�PDQQHU��ZH��IURP�WLPH�WR�WLPH��HQWHU�LQWR�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�LQ�ZKLFK�
ZH�DJUHH�WR�H[FKDQJH�YDULRXV�FRPELQDWLRQV�RI�IL[HG�DQG�RU�YDULDEOH�LQWHUHVW�UDWHV�EDVHG�RQ�DJUHHG�XSRQ�QRWLRQDO�DPRXQWV��:H�DFFRXQW�
IRU�RXU�GHULYDWLYH�DQG�KHGJLQJ�DFWLYLWLHV�XVLQJ�WKH�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUG�%RDUG¶V�JXLGDQFH�ZKLFK�UHTXLUHV�DOO�GHULYDWLYH�
LQVWUXPHQWV��LQFOXGLQJ�FHUWDLQ�GHULYDWLYH�LQVWUXPHQWV�HPEHGGHG�LQ�RWKHU�FRQWUDFWV��WR�EH�FDUULHG�DW�IDLU�YDOXH�RQ�WKH�EDODQFH�VKHHW��)RU�
GHULYDWLYH�WUDQVDFWLRQV�GHVLJQDWHG�DV�KHGJHV��ZH�IRUPDOO\�GRFXPHQW�DOO�UHODWLRQVKLSV�EHWZHHQ�WKH�KHGJLQJ�LQVWUXPHQW�DQG�WKH�UHODWHG�
KHGJHG�LWHP��DV�ZHOO�DV�LWV�ULVN�PDQDJHPHQW�REMHFWLYH�DQG�VWUDWHJ\�IRU�XQGHUWDNLQJ�HDFK�KHGJH�WUDQVDFWLRQ��

'HULYDWLYH�LQVWUXPHQWV�GHVLJQDWHG�LQ�D�KHGJH�UHODWLRQVKLS�WR�PLWLJDWH�H[SRVXUH�WR�YDULDELOLW\�LQ�H[SHFWHG�IXWXUH�FDVK�IORZV��RU�
RWKHU�W\SHV�RI�IRUHFDVWHG�WUDQVDFWLRQV��DUH�FRQVLGHUHG�FDVK�IORZ�KHGJHV��&DVK�IORZ�KHGJHV�DUH�DFFRXQWHG�IRU�E\�UHFRUGLQJ�WKH�IDLU�YDOXH�
RI�WKH�GHULYDWLYH�LQVWUXPHQW�RQ�WKH�EDODQFH�VKHHW�DV�HLWKHU�DQ�DVVHW�RU�OLDELOLW\��ZLWK�D�FRUUHVSRQGLQJ�DPRXQW�UHFRUGHG�LQ�DFFXPXODWHG�
RWKHU�FRPSUHKHQVLYH�LQFRPH��³$2&,´��ZLWKLQ�VKDUHKROGHUV¶�HTXLW\��$PRXQWV�DUH�UHFODVVLILHG�IURP�$2&,�WR�WKH�LQFRPH�VWDWHPHQW�LQ�
WKH�SHULRG�RU�SHULRGV�WKH�KHGJHG�WUDQVDFWLRQ�DIIHFWV�HDUQLQJV��)URP�WLPH�WR�WLPH��ZH�XVH�LQWHUHVW�UDWH�GHULYDWLYHV�LQ�RXU�FDVK�IORZ�
KHGJH�WUDQVDFWLRQV��6XFK�GHULYDWLYHV�DUH�GHVLJQHG�WR�EH�KLJKO\�HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�WKH�FDVK�IORZV�UHODWHG�WR�WKH�KHGJHG�
OLDELOLW\���

)RU�KHGJH�WUDQVDFWLRQV�WKDW�GR�QRW�TXDOLI\�IRU�WKH�VKRUW�FXW�PHWKRG��DW�WKH�KHGJH¶V�LQFHSWLRQ�DQG�RQ�D�UHJXODU�EDVLV�WKHUHDIWHU��
D�IRUPDO�DVVHVVPHQW�LV�SHUIRUPHG�WR�GHWHUPLQH�ZKHWKHU�FKDQJHV�LQ�WKH�IDLU�YDOXHV�RU�FDVK�IORZV�RI�WKH�GHULYDWLYH�LQVWUXPHQWV�KDYH�
EHHQ�KLJKO\�HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�FDVK�IORZV�RI�WKH�KHGJHG�LWHPV�DQG�ZKHWKHU�WKH\�DUH�H[SHFWHG�WR�EH�KLJKO\�HIIHFWLYH�LQ�
WKH�IXWXUH��

7KH�IDLU�YDOXH�RI�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�DSSUR[LPDWHV�WKH�DPRXQW�DW�ZKLFK�WKH\�FRXOG�EH�VHWWOHG��EDVHG�RQ�HVWLPDWHV�
REWDLQHG�IURP�WKH�FRXQWHUSDUWLHV��:H�DVVHVV�WKH�HIIHFWLYHQHVV�RI�RXU�KHGJH�LQVWUXPHQWV�RQ�D�TXDUWHUO\�EDVLV��:H�SHUIRUPHG�SHULRGLF�
DVVHVVPHQWV�RI�WKH�FDVK�IORZ�KHGJH�LQVWUXPHQWV�GXULQJ������DQG������DQG�GHWHUPLQHG�WKH�KHGJHV�WR�EH�KLJKO\�HIIHFWLYH��$OWKRXJK�ZH�
GR�QRW�DQWLFLSDWH�QRQSHUIRUPDQFH�E\�RXU�FRXQWHUSDUWLHV�WR�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV��WKH�FRXQWHUSDUWLHV�H[SRVH�XV�WR�FUHGLW�ULVN�LQ�
WKH�HYHQW�RI�QRQSHUIRUPDQFH��:H�GR�QRW�KROG�RU�LVVXH�GHULYDWLYH�ILQDQFLDO�LQVWUXPHQWV�IRU�WUDGLQJ�SXUSRVHV��

'XULQJ�������ZH�HQWHUHG�LQWR�QLQH�IRUZDUG�VWDUWLQJ�LQWHUHVW�UDWH�VZDSV�ZKHUHE\�ZH�SDLG�D�IL[HG�UDWH�RQ�D�WRWDO�QRWLRQDO�
DPRXQW�RI������ELOOLRQ�DQG�UHFHLYHG�RQH�PRQWK�/,%25��7KH�DYHUDJH�IL[HG�UDWH�SD\DEOH�RQ�WKHVH�VZDSV��DOO�RI�ZKLFK�PDWXUHG�RQ�$SULO�
����������ZDV���������

$OWKRXJK�ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�XOWLPDWHO\�GR�VR��ZH�DUH�FXUUHQWO\�PRQLWRULQJ�WKH�LQWHUHVW�UDWH�
HQYLURQPHQW�DQG�HYDOXDWLQJ�WKH�WHUPV�RI�SRWHQWLDO�UHSODFHPHQW�LQWHUHVW�UDWH�VZDSV�WKDW�ZH�PD\�HQWHU�LQWR�IRU�D�ODUJH�SRUWLRQ��RU�
SRWHQWLDOO\�DOO��RI�WKH����ELOOLRQ�WRWDO�QRWLRQDO�DPRXQW�WKDW�H[SLUHG�RQ�$SULO��������������������



���

7KH�WDEOH�EHORZ�SUHVHQWV�LQIRUPDWLRQ�DERXW�RXU�ORQJ�WHUP�ILQDQFLDO�LQVWUXPHQWV�WKDW�DUH�VHQVLWLYH�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV�DV�
RI�'HFHPEHU�����������)RU�GHEW�REOLJDWLRQV��WKH�WDEOH�SUHVHQWV�SULQFLSDO�FDVK�IORZV�DQG�UHODWHG�ZHLJKWHG�DYHUDJH�LQWHUHVW�UDWHV�E\�
FRQWUDFWXDO�PDWXULW\�GDWHV��

0DWXULW\�'DWH��)LVFDO�<HDU�(QGLQJ�'HFHPEHU����

�GROODU�DPRXQWV�LQ�WKRXVDQGV��
�

�� �� ����� �� � ����� �� � ����� �� � ����� �� � ����� �� ��7KHUHDIWHU �� 7RWDO� ��
/RQJ�WHUP�GHEW�� ���� �� �� � � �� �� � � �� �� � � �� �� ���� �� �� ���� �� �� � �� ��
)L[HG�UDWH�� ���� �� �� � � �� �� � � �� �� � � �� �� ���� �� �� ���� �� �� � �� ��

'HEW� ���� ������� � � ������� � ���������� � � ������� ���� �������� ������������� ������������
$YHUDJH�LQWHUHVW�UDWHV� ���� ����� � ����� � ����� � �������� ���������� ���� � ����

9DULDEOH�UDWH�� ���� �� �� � � �� �� � � �� �� � � �� �� ���� �� �� ���� �� �� � �� ��
'HEW� ���� �������� � ���������� � � ��������� � � ����������� ���� �������� ���� ��������� ������������
$YHUDJH�LQWHUHVW�UDWHV� ���� ����� � ����� � ����� � �������� ���������� ���� � ����

$V�FDOFXODWHG�EDVHG�XSRQ�RXU�YDULDEOH�UDWH�GHEW�RXWVWDQGLQJ�DV�RI�'HFHPEHU����������WKDW�LV�VXEMHFW�WR�LQWHUHVW�UDWH�IOXFWXDWLRQV��
HDFK����FKDQJH�LQ�LQWHUHVW�UDWHV�ZRXOG�LPSDFW�RXU�SUH�WD[�LQFRPH�E\�DSSUR[LPDWHO\�����PLOOLRQ���

,7(0���� Financial Statements and Supplementary Data�

2XU�&RQVROLGDWHG�%DODQFH�6KHHWV��&RQVROLGDWHG�6WDWHPHQWV�RI�,QFRPH��&RQVROLGDWHG�6WDWHPHQWV�RI�&KDQJHV�LQ�(TXLW\��
&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV�DQG�&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH��WRJHWKHU�ZLWK�WKH�UHSRUWV�RI�
3ULFHZDWHUKRXVH&RRSHUV�//3��LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP��DUH�LQFOXGHG�HOVHZKHUH�KHUHLQ��5HIHUHQFH�LV�PDGH�WR�WKH�
³,QGH[�WR�)LQDQFLDO�6WDWHPHQWV�DQG�)LQDQFLDO�6WDWHPHQW�6FKHGXOH�´�

,7(0���� Changes in and Disagreements with Accountants on Accounting and Financial Disclosure�

1RQH��

,7(0��$�� Controls and Procedures.�

$V�RI�'HFHPEHU�����������XQGHU�WKH�VXSHUYLVLRQ�DQG�ZLWK�WKH�SDUWLFLSDWLRQ�RI�RXU�PDQDJHPHQW��LQFOXGLQJ�RXU�&KLHI�([HFXWLYH�
2IILFHU��³&(2´��DQG�&KLHI�)LQDQFLDO�2IILFHU��³&)2´���ZH�SHUIRUPHG�DQ�HYDOXDWLRQ�RI�WKH�HIIHFWLYHQHVV�RI�RXU�GLVFORVXUH�FRQWUROV�DQG�
SURFHGXUHV�DV�GHILQHG�LQ�5XOH���D����H��RU�5XOH���G����H��RI�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��%DVHG�RQ�WKLV�
HYDOXDWLRQ��WKH�&(2�DQG�&)2�KDYH�FRQFOXGHG�WKDW�RXU�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�DUH�HIIHFWLYH�WR�HQVXUH�WKDW�PDWHULDO�
LQIRUPDWLRQ�LV�UHFRUGHG��SURFHVVHG��VXPPDUL]HG�DQG�UHSRUWHG�E\�PDQDJHPHQW�RQ�D�WLPHO\�EDVLV�LQ�RUGHU�WR�FRPSO\�ZLWK�RXU�GLVFORVXUH�
REOLJDWLRQV�XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��DQG�WKH�6(&�UXOHV�WKHUHXQGHU��

Changes in Internal Control Over Financial Reporting 

2Q�-DQXDU\����������ZH�DGRSWHG�$6&�������,Q�FRQQHFWLRQ�ZLWK�RXU�DGRSWLRQ�RI�$6&�����ZH�GLG�LPSOHPHQW�FKDQJHV�WR�RXU�
LQWHUQDO�FRQWUROV�UHODWLQJ�WR�OHDVHV���7KHVH�FKDQJHV�LQFOXGHG�WKH�GHYHORSPHQW�RI�QHZ�SROLFLHV��HQKDQFHG�FRQWUDFW�UHYLHZ�UHTXLUHPHQWV�
DQG�RWKHU�RQJRLQJ�PRQLWRULQJ�DFWLYLWLHV���7KHVH�FRQWUROV�ZHUH�GHVLJQHG�WR�SURYLGH�DVVXUDQFH�DW�D�UHDVRQDEOH�OHYHO�RI�WKH�IDLU�
SUHVHQWDWLRQ�RI�RXU�FRQGHQVHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�UHODWHG�GLVFORVXUHV��

7KHUH�KDYH�EHHQ�QR�RWKHU�FKDQJHV�LQ�RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�RU�LQ�RWKHU�IDFWRUV�GXULQJ�WKH�IRXUWK�TXDUWHU�RI�
�����WKDW�KDYH�PDWHULDOO\�DIIHFWHG��RU�DUH�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��RXU�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��

Management’s Report on Internal Control Over Financial Reporting 

0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DQ�DGHTXDWH�V\VWHP�RI�LQWHUQDO�FRQWURO�RYHU�RXU�ILQDQFLDO�UHSRUWLQJ��
,Q�RUGHU�WR�HYDOXDWH�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��DV�UHTXLUHG�E\�6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�
$FW��PDQDJHPHQW�KDV�FRQGXFWHG�DQ�DVVHVVPHQW��LQFOXGLQJ�WHVWLQJ��XVLQJ�WKH�FULWHULD�RQ�Internal Control—Integrated Framework 
(2013)��LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ��&262���2XU�V\VWHP�RI�LQWHUQDO�FRQWURO�
RYHU�ILQDQFLDO�UHSRUWLQJ�LV�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�ILQDQFLDO�UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�
DQG�IDLU�SUHVHQWDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��
%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��$OVR��SURMHFWLRQV�



���

RI�DQ\�HYDOXDWLRQ�RI�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�WR�IXWXUH�SHULRGV�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�FRQWUROV�PD\�
EHFRPH�LQDGHTXDWH�EHFDXVH�RI�FKDQJHV�LQ�FRQGLWLRQV��RU�WKDW�WKH�GHJUHH�RI�FRPSOLDQFH�ZLWK�WKH�SROLFLHV�RU�SURFHGXUHV�PD\�GHWHULRUDWH��

%DVHG�RQ�LWV�DVVHVVPHQW��PDQDJHPHQW�KDV�FRQFOXGHG�WKDW�ZH�PDLQWDLQHG�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�
'HFHPEHU�����������EDVHG�RQ�FULWHULD�LQ�Internal Control—Integrated Framework (2013)��LVVXHG�E\�WKH�&262��7KH�HIIHFWLYHQHVV�RI�
WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU����������KDV�EHHQ�DXGLWHG�E\�3ULFHZDWHUKRXVH&RRSHUV�//3��
DQ�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP�DV�VWDWHG�LQ�LWV�UHSRUW�ZKLFK�DSSHDUV�KHUHLQ��

,7(0��%� Other Information�

1RQH��

�



���
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,7(0����� Directors, Executive Officers and Corporate Governance�

7KHUH�LV�KHUHE\�LQFRUSRUDWHG�E\�UHIHUHQFH�WKH�LQIRUPDWLRQ�WR�DSSHDU�XQGHU�WKH�FDSWLRQV�³(OHFWLRQ�RI�'LUHFWRUV´��³6HFWLRQ����D��
%HQHILFLDO�2ZQHUVKLS�5HSRUWLQJ�&RPSOLDQFH´�DQG�³&RUSRUDWH�*RYHUQDQFH´�LQ�RXU�3UR[\�6WDWHPHQW��WR�EH�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�
([FKDQJH�&RPPLVVLRQ�ZLWKLQ�����GD\V�DIWHU�'HFHPEHU�����������6HH�DOVR�³([HFXWLYH�2IILFHUV�RI�WKH�5HJLVWUDQW´�DSSHDULQJ�LQ�,WHP���
KHUHRI��

,7(0����� Executive Compensation�

7KHUH�LV�KHUHE\�LQFRUSRUDWHG�E\�UHIHUHQFH�WKH�LQIRUPDWLRQ�WR�DSSHDU�XQGHU�WKH�FDSWLRQ�³([HFXWLYH�&RPSHQVDWLRQ´�LQ�RXU�3UR[\�
6WDWHPHQW�WR�EH�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�ZLWKLQ�����GD\V�DIWHU�'HFHPEHU�����������

,7(0����� Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 

7KHUH�LV�KHUHE\�LQFRUSRUDWHG�E\�UHIHUHQFH�WKH�LQIRUPDWLRQ�WR�DSSHDU�XQGHU�WKH�FDSWLRQ�³6HFXULW\�2ZQHUVKLS�RI�&HUWDLQ�
%HQHILFLDO�2ZQHUV�DQG�0DQDJHPHQW´�DQG�³([HFXWLYH�&RPSHQVDWLRQ´�LQ�RXU�3UR[\�6WDWHPHQW��WR�EH�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�
([FKDQJH�&RPPLVVLRQ�ZLWKLQ�����GD\V�DIWHU�'HFHPEHU�����������

,7(0����� Certain Relationships and Related Transactions, and Director Independence�

7KHUH�LV�KHUHE\�LQFRUSRUDWHG�E\�UHIHUHQFH�WKH�LQIRUPDWLRQ�WR�DSSHDU�XQGHU�WKH�FDSWLRQV�³&HUWDLQ�5HODWLRQVKLSV�DQG�5HODWHG�
7UDQVDFWLRQV´�DQG�³&RUSRUDWH�*RYHUQDQFH´�LQ�RXU�3UR[\�6WDWHPHQW��WR�EH�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�ZLWKLQ�
����GD\V�DIWHU�'HFHPEHU�����������

,7(0����� Principal Accountant Fees and Services.�

7KHUH�LV�KHUHE\�LQFRUSRUDWHG�E\�UHIHUHQFH�WKH�LQIRUPDWLRQ�WR�DSSHDU�XQGHU�WKH�FDSWLRQ�³5HODWLRQVKLS�ZLWK�,QGHSHQGHQW�$XGLWRUV´�
LQ�RXU�3UR[\�6WDWHPHQW��WR�EH�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�ZLWKLQ�����GD\V�DIWHU�'HFHPEHU�����������



���
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,7(0����� Exhibits and Financial Statement Schedules�

(a) Documents filed as part of this report: 

(1) Financial Statements: 

6HH�³,QGH[�WR�)LQDQFLDO�6WDWHPHQWV�DQG�)LQDQFLDO�6WDWHPHQW�6FKHGXOH�´�

(2) Financial Statement Schedules: 

6HH�³,QGH[�WR�)LQDQFLDO�6WDWHPHQWV�DQG�)LQDQFLDO�6WDWHPHQW�6FKHGXOH�´�

(3) Exhibits: 
1R�� � 'HVFULSWLRQ�
����� � 5HJLVWUDQW¶V�5HVWDWHG�&HUWLILFDWH�RI�,QFRUSRUDWLRQ��DQG�$PHQGPHQWV�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�

&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�-XQH�����������DUH�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�
�3���

� � �
���� � %\ODZV�RI�5HJLVWUDQW��DV�DPHQGHG��SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�

WKH�\HDU�HQGHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��3���
� � �
����� � $PHQGPHQW�WR�WKH�5HJLVWUDQW¶V�5HVWDWHG�&HUWLILFDWH�RI�,QFRUSRUDWLRQ�SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�&RPSDQ\¶V�

&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�-XO\���������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

���� � ,QGHQWXUH��GDWHG�DV�RI�$XJXVW����������DPRQJ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���LWV�VXEVLGLDULHV�VSHFLILHG�WKHUHLQ��08)*�
8QLRQ�%DQN��1�$���DV�7UXVWHH��-30RUJDQ�&KDVH�%DQN��1�$���DV�&ROODWHUDO�$JHQW��LQFOXGLQJ�IRUPV�RI�WKH��������6HQLRU�
6HFXUHG�1RWHV�GXH������DQG�WKH��������6HQLRU�6HFXUHG�1RWHV�GXH��������SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�
&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�$XJXVW�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

���� � 6XSSOHPHQWDO�,QGHQWXUH��GDWHG�DV�RI�-XQH����������WR�,QGHQWXUH��GDWHG�DV�RI�$XJXVW����������E\�DQG�DPRQJ�WKH�&RPSDQ\��
WKH�VXEVLGLDU\�JXDUDQWRUV�SDUW\�WKHUHWR��08)*�8QLRQ�%DQN��1�$���DV�WUXVWHH��DQG�-30RUJDQ�&KDVH�%DQN��1�$���DV�
FROODWHUDO�DJHQW��SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�-XQH����������LV�
LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

���� � ,QGHQWXUH��GDWHG�DV�RI�-XQH����������EHWZHHQ�WKH�&RPSDQ\��WKH�VXEVLGLDU\�JXDUDQWRUV�SDUW\�WKHUHWR��08)*�8QLRQ�%DQN��
1�$���DV�WUXVWHH��DQG�-30RUJDQ�&KDVH�%DQN��1�$���DV�FROODWHUDO�DJHQW��SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�&RPSDQ\¶V�
&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�-XQH����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

���� � $GGLWLRQDO�$XWKRUL]HG�5HSUHVHQWDWLYH�-RLQGHU�$JUHHPHQW��GDWHG�DV�RI�-XQH����������DPRQJ�WKH�&RPSDQ\��WKH�VXEVLGLDU\�
JXDUDQWRUV�SDUW\�WKHUHWR�DQG�-30RUJDQ�&KDVH�%DQN��1�$���DV�FROODWHUDO�DJHQW��SUHYLRXVO\�ILOHG�DV�([KLELW�����WR�WKH�
&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�-XQH����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

���� � 'HVFULSWLRQ�RI�6HFXULWLHV�RI�WKH�5HJLVWUDQW��

����
�� � (PSOR\PHQW�$JUHHPHQW��GDWHG�DV�RI�-XO\�����������E\�DQG�EHWZHHQ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��DQG�$ODQ�%��0LOOHU��
SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�-XO\�����������LV�LQFRUSRUDWHG�
KHUHLQ�E\�UHIHUHQFH���

����
�� � $PHQGPHQW�GDWHG�DV�RI�1RYHPEHU���������WR�WKH�(PSOR\PHQW�$JUHHPHQW��GDWHG�DV�-XO\�����������E\�DQG�EHWZHHQ�
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��DQG�$ODQ�%��0LOOHU��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�
RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�6HSWHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH���

������ � $GYLVRU\�$JUHHPHQW�GDWHG�DV�RI�'HFHPEHU�����������DQG�DPHQGHG�DQG�UHVWDWHG�HIIHFWLYH�DV�RI�-DQXDU\���������EHWZHHQ�
8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW�DQG�8+6�RI�'HODZDUH��,QF��

������ � $JUHHPHQW��GDWHG�DV�RI�'HFHPEHU����������WR�UHQHZ�$GYLVRU\�$JUHHPHQW��GDWHG�DV�RI�'HFHPEHU�����������DQG�DPHQGHG�
DQG�UHVWDWHG�HIIHFWLYH�DV�RI�-DQXDU\���������EHWZHHQ�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW�DQG�8+6�RI�'HODZDUH��,QF���
SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������
LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��



���

1R�� � 'HVFULSWLRQ�

������ � )RUP�RI�/HDVHV��LQFOXGLQJ�)RUP�RI�0DVWHU�/HDVH�'RFXPHQW�IRU�/HDVHV��EHWZHHQ�FHUWDLQ�VXEVLGLDULHV�RI�WKH�&RPSDQ\�DQG�
8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��ILOHG�DV�([KLELW������WR�$PHQGPHQW�1R����RI�WKH�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�
6����DQG�)RUP�6���RI�5HJLVWUDQW�DQG�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��5HJLVWUDWLRQ�1R������������LV�LQFRUSRUDWHG�
KHUHLQ�E\�UHIHUHQFH��3���

� � �
������ � &RUSRUDWH�*XDUDQW\�RI�2EOLJDWLRQV�RI�6XEVLGLDULHV�3XUVXDQW�WR�/HDVHV�DQG�&RQWUDFW�RI�$FTXLVLWLRQ��GDWHG�'HFHPEHU�����

������LVVXHG�E\�WKH�&RPSDQ\�LQ�IDYRU�RI�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�
&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��3���

� � �
����� � 8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��([HFXWLYH�5HWLUHPHQW�,QFRPH�3ODQ�GDWHG�-DQXDU\����������SUHYLRXVO\�ILOHG�DV�([KLELW�

�����WR�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�
UHIHUHQFH��

����� � 8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��6XSSOHPHQWDO�([HFXWLYH�5HWLUHPHQW�,QFRPH�3ODQ�HIIHFWLYH�DV�RI�-XQH����������GDWHG�DV�RI�
-XQH�����������SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHUO\�
SHULRG�HQGHG�0DUFK�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � $VVHW�3XUFKDVH�$JUHHPHQW�GDWHG�DV�RI�)HEUXDU\����������DPRQJ�$PDULOOR�+RVSLWDO�'LVWULFW��8+6�RI�$PDULOOR��,QF��DQG�
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���SUHYLRXVO\�ILOHG�DV�([KLELW�������WR�WKH�&RPSDQ\¶V�$QQXDO�5HSRUW�RQ�)RUP����.�IRU�WKH�
\HDU�HQGHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��3���

� � �
������ � $JUHHPHQW�RI�/LPLWHG�3DUWQHUVKLS�RI�'LVWULFW�+RVSLWDO�3DUWQHUV��/�3���D�'LVWULFW�RI�&ROXPELD�OLPLWHG�SDUWQHUVKLS��E\�DQG�

DPRQJ�8+6�RI�'�&���,QF��DQG�7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�
4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHUV�HQGHG�0DUFK�����������DQG�-XQH�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�
UHIHUHQFH��3���

� � �
������ � &RQWULEXWLRQ�$JUHHPHQW�EHWZHHQ�7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\��D�FRQJUHVVLRQDOO\�FKDUWHUHG�LQVWLWXWLRQ�LQ�WKH�

'LVWULFW�RI�&ROXPELD��DQG�'LVWULFW�+RVSLWDO�3DUWQHUV��/�3���D�'LVWULFW�RI�&ROXPELD�OLPLWHG�SDUWQHUVKLS���SUHYLRXVO\�ILOHG�DV�
([KLELW������WR�WKH�&RPSDQ\¶V�4XDUWHUO\�5HSRUW�RQ�)RUP����4�IRU�WKH�TXDUWHU�HQGHG�-XQH�����������LV�LQFRUSRUDWHG�
KHUHLQ�E\�UHIHUHQFH��3���

� � �
�����
� � $PHQGHG�DQG�5HVWDWHG�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��6XSSOHPHQWDO�'HIHUUHG�&RPSHQVDWLRQ�3ODQ�GDWHG�DV�RI�-DQXDU\����
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([KLELW������WR�WKH�&RPSDQ\¶V�5HJLVWUDWLRQ�6WDWHPHQW�RQ�)RUP�6����)LOH�1R��������������GDWHG�0D\�����������LV�
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� � )RUP�RI�6WRFN�2SWLRQ�$JUHHPHQW�IRU�1RQ�(PSOR\HH�'LUHFWRUV��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�
&XUUHQW�5HSRUW�RQ�)RUP���.��GDWHG�2FWREHU����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � $PHQGPHQW�1R����WR�WKH�0DVWHU�/HDVH�'RFXPHQW��EHWZHHQ�FHUWDLQ�VXEVLGLDULHV�RI�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��DQG�
8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��GDWHG�$SULO�����������SUHYLRXVO\�ILOHG�DV�([KLELW�������WR�WKH�&RPSDQ\¶V�$QQXDO�
5HSRUW�RQ�)RUP����.�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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E\�UHIHUHQFH��
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���

1R�� � 'HVFULSWLRQ�

������ � 2PQLEXV�$PHQGPHQW�WR�5HFHLYDEOHV�6DOH�$JUHHPHQWV��GDWHG�DV�RI�2FWREHU�����������SUHYLRXVO\�ILOHG�DV�([KLELW������WR�
WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�1RYHPEHU����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � $PHQGHG�DQG�5HVWDWHG�&UHGLW�DQG�6HFXULW\�$JUHHPHQW��GDWHG�DV�RI�2FWREHU�����������SUHYLRXVO\�ILOHG�DV�([KLELW������WR�
WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�1RYHPEHU����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � 6HFRQG�$PHQGPHQW�WR�$PHQGHG�DQG�5HVWDWHG�&UHGLW�DQG�6HFXULW\�$JUHHPHQW��GDWHG�DV�RI�2FWREHU�����������SUHYLRXVO\�
ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�2FWREHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�
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ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�$XJXVW����������LV�LQFRUSRUDWHG�KHUHLQ�E\�
UHIHUHQFH��
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SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�'HFHPEHU�����������LV�
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UHIHUHQFH��

������ � 6L[WK�$PHQGPHQW�WR�$PHQGHG�DQG�5HVWDWHG�&UHGLW�DQG�6HFXULW\�$JUHHPHQW��GDWHG�DV�RI�$SULO�����������SUHYLRXVO\�ILOHG�
DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�$SULO�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH�

������ � $VVLJQPHQW�DQG�$VVXPSWLRQ�$JUHHPHQW��GDWHG�DV�RI�2FWREHU�����������SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�
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%DQN��1�$��DQG�WKH�YDULRXV�ILQDQFLDO�LQVWLWXWLRQV�DV�DUH�RU�PD\�EHFRPH�SDUWLHV�WKHUHWR��DV�/HQGHUV��6XQ7UXVW�%DQN��7KH�
5R\DO�%DQN�RI�6FRWODQG��3OF��%DQN�RI�7RN\R�0LWVXELVKL�8)-�7UXVW�&RPSDQ\�DQG�&UHGLW�$JULFROH�&RUSRUDWH�DQG�
,QYHVWPHQW�%DQN��DV�FR�GRFXPHQWDWLRQ�DJHQWV��'HXWVFKH�%DQN�6HFXULWLHV�,QF��DQG�%DQN�RI�$PHULFD�1�$��DV�FR�
V\QGLFDWLRQ�DJHQWV��DQG�-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW�IRU�WKH�/HQGHUV�DQG�DV�FROODWHUDO�DJHQW�IRU�
WKH�VHFXUHG�SDUWLHV��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�1RYHPEHU�����
������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � )LUVW�$PHQGPHQW��GDWHG�DV�RI�0DUFK�����������WR�WKH�&UHGLW�$JUHHPHQW��GDWHG�DV�RI�1RYHPEHU�����������E\�DQG�DPRQJ�
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���-30RUJDQ�&KDVH�%DQN��1�$��DQG�WKH�YDULRXV�ILQDQFLDO�LQVWLWXWLRQV�DV�DUH�RU�PD\�EHFRPH�
SDUWLHV�WKHUHWR��DV�/HQGHUV��FHUWDLQ�EDQNV�DV�FR�GRFXPHQWDWLRQ�DJHQWV��DQG�DV�FR�V\QGLFDWLRQ�DJHQWV��DQG�-30RUJDQ�
&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW�IRU�WKH�/HQGHUV�DQG�DV�FROODWHUDO�DJHQW�IRU�WKH�VHFXUHG�SDUWLHV��SUHYLRXVO\�ILOHG�
DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�0DUFK�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�
UHIHUHQFH��

������ � &UHGLW�$JUHHPHQW��GDWHG�DV�RI�1RYHPEHU����������DQG�DPHQGHG�DQG�UHVWDWHG�DV�RI�6HSWHPEHU�����������E\�DQG�DPRQJ�
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���WKH�ERUURZHU���WKH�VHYHUDO�OHQGHUV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��&UHGLW�$JULFROH�
&RUSRUDWH�DQG�,QYHVWPHQW�%DQN��0L]XKR�&RUSRUDWH�%DQN�/7'���5R\DO�%DQN�RI�&DQDGD�DQG�7KH�5R\DO�%DQN�RI�6FRWODQG�
3/&��DV�FR�GRFXPHQWDWLRQ�DJHQWV���%DQN�RI�7RN\R�0LWVXELVKL�8)-�7UXVW�&RPSDQ\��%DQN�RI�$PHULFD�1�$��DQG�
6XQ7UXVW�%DQN��DV�FR�V\QGLFDWLRQ�DJHQWV���DQG�-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW���SUHYLRXVO\�ILOHG�DV�
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DPHQGHG�IURP�WLPH�WR�WLPH���DPRQJ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���D�'HODZDUH�FRUSRUDWLRQ��WKH�VHYHUDO�EDQNV�DQG�RWKHU�
ILQDQFLDO�LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW�DQG�WKH�
RWKHU�DJHQWV�SDUW\�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�
6HSWHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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SDUW\�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�0D\�����������LV�
LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � )RXUWK�$PHQGPHQW��GDWHG�DV�RI�$XJXVW����������WR�WKH�&UHGLW�$JUHHPHQW��GDWHG�DV�RI�1RYHPEHU�����������DV�SUHYLRXVO\�
DPHQGHG�IURP�WLPH�WR�WLPH��E\�DQG�DPRQJ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���WKH�VHYHUDO�EDQNV�DQG�RWKHU�ILQDQFLDO�
LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW�DQG�WKH�RWKHU�DJHQWV�
SDUW\�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�$XJXVW�����������LV�
LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��DV�OHQGHUV��-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW��DQG�WKH�
RWKHU�DJHQWV�SDUW\�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�-XQH����
������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � 6L[WK�$PHQGPHQW��GDWHG�DV�RI�2FWREHU�����������WR�WKH�&UHGLW�$JUHHPHQW��GDWHG�DV�RI�1RYHPEHU�����������DV�DPHQGHG�
RQ�0DUFK�����������6HSWHPEHU�����������0D\�����������$XJXVW���������DQG�-XQH����������DPRQJ�WKH�&RPSDQ\��DV�
ERUURZHU��WKH�VHYHUDO�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��DV�OHQGHUV��-30RUJDQ�&KDVH�
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������ � ,QFUHDVHG�)DFLOLW\�$FWLYDWLRQ�1RWLFH�±�,QFUHPHQWDO�7HUP�/RDQV��GDWHG�DV�RI��2FWREHU�����������WR�WKH�&UHGLW�$JUHHPHQW��
GDWHG�DV�RI�1RYHPEHU�����������DV�DPHQGHG�RQ�0DUFK�����������6HSWHPEHU�����������0D\�����������$XJXVW����������
-XQH���������DQG�2FWREHU�����������DPRQJ�WKH�&RPSDQ\��DV�ERUURZHU��WKH�VHYHUDO�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�
IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��DV�OHQGHUV��-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW��DQG�WKH�RWKHU�DJHQWV�
SDUW\�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�1RYHPEHU����������LV�
LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��

������ � &UHGLW�$JUHHPHQW��GDWHG�DV�RI�1RYHPEHU����������DQG�DPHQGHG�DQG�UHVWDWHG�DV�RI�$XJXVW����������E\�DQG�DPRQJ�
8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���WKH�VHYHUDO�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��
-30RUJDQ�&KDVH�%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW�DQG�WKH�RWKHU�DJHQWV�SDUW\�WKHUHWR��SUHYLRXVO\�ILOHG�DV�([KLELW������
WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�$XJXVW�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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� � )RUP�RI�6XSSOHPHQWDO�/LIH�,QVXUDQFH�3ODQ�DQG�$JUHHPHQW�3DUW�$��$ODQ�%��0LOOHU������'XDO�/LIH�,QVXUDQFH�7UXVW�
�HIIHFWLYH�'HFHPEHU����������E\�DQG�EHWZHHQ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���D�'HODZDUH�FRUSRUDWLRQ��WKH�³&RPSDQ\´���
DQG�$QWKRQ\�3DQWDOHRQL�DV�7UXVWHH���SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�
GDWHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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� � )RUP�RI�6XSSOHPHQWDO�/LIH�,QVXUDQFH�3ODQ�DQG�$JUHHPHQW�3DUW�%��$ODQ�%��0LOOHU������7UXVW��HIIHFWLYH�'HFHPEHU����
������E\�DQG�EHWZHHQ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���D�'HODZDUH�FRUSRUDWLRQ��WKH�³&RPSDQ\´���DQG�$QWKRQ\�
3DQWDOHRQL�DV�7UXVWHH���SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�
'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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� � 8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��7HUPLQDWLRQ��$VVLJQPHQW�DQG�5HOHDVH�$JUHHPHQW��HIIHFWLYH�'HFHPEHU����������E\�DQG�
EHWZHHQ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���D�'HODZDUH�FRUSRUDWLRQ��WKH�³&RPSDQ\´���$QWKRQ\�3DQWDOHRQL�DV�7UXVWHH�RI�WKH�
$ODQ�%��0LOOHU������'XDO�/LIH�,QVXUDQFH�7UXVW��DQG�$ODQ�%��0LOOHU��([HFXWLYH���SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�
&RPSDQ\¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�GDWHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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� � 8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��7HUPLQDWLRQ��$VVLJQPHQW�DQG�5HOHDVH�$JUHHPHQW��HIIHFWLYH�'HFHPEHU����������E\�DQG�
EHWZHHQ�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���D�'HODZDUH�FRUSRUDWLRQ��WKH�³&RPSDQ\´���$QWKRQ\�3DQWDOHRQL�DV�7UXVWHH�RI�WKH�
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5HSRUW�RQ�)RUP���.�GDWHG�'HFHPEHU�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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7UXVWHH��DQG�-30RUJDQ�&KDVH�%DQN��1�$���DV�FROODWHUDO�DJHQW��SUHYLRXVO\�ILOHG�DV�([KLELW������WR�WKH�&RPSDQ\¶V�&XUUHQW�
5HSRUW�RQ�)RUP���.�GDWHG�$XJXVW�����������LV�LQFRUSRUDWHG�KHUHLQ�E\�UHIHUHQFH��
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��� � 6WDWHPHQW�UHJDUGLQJ�FRPSXWDWLRQ�RI�SHU�VKDUH�HDUQLQJV�LV�VHW�IRUWK�LQ�1RWH���RI�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�
6WDWHPHQWV��

��� � 6XEVLGLDULHV�RI�5HJLVWUDQW��

����� � &RQVHQW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP�3ULFHZDWHUKRXVH&RRSHUV�//3��

����� � &HUWLILFDWLRQ�IURP�WKH�&RPSDQ\¶V�&KLHI�([HFXWLYH�2IILFHU�3XUVXDQW�WR�5XOH���D����D�����G�����D��RI�WKH�6HFXULWLHV�
([FKDQJH�$FW�RI�������

����� � &HUWLILFDWLRQ�IURP�WKH�&RPSDQ\¶V�&KLHI�)LQDQFLDO�2IILFHU�3XUVXDQW�WR�5XOH���D����D�����G�����D��RI�WKH�6HFXULWLHV�
([FKDQJH�$FW�RI�������

����� � &HUWLILFDWLRQ�IURP�WKH�&RPSDQ\¶V�&KLHI�([HFXWLYH�2IILFHU�3XUVXDQW�WR����8�6�&��6HFWLRQ�������DV�$GRSWHG�3XUVXDQW�WR�
6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW�RI�������

����� � &HUWLILFDWLRQ�IURP�WKH�&RPSDQ\¶V�&KLHI�)LQDQFLDO�2IILFHU�3XUVXDQW�WR����8�6�&��6HFWLRQ�������DV�$GRSWHG�3XUVXDQW�WR�
6HFWLRQ�����RI�WKH�6DUEDQHV�2[OH\�$FW�RI�������

����,16� � ,QOLQH�;%5/�,QVWDQFH�'RFXPHQW��WKH�LQVWDQFH�GRFXPHQW�GRHV�QRW�DSSHDU�LQ�WKH�,QWHUDFWLYH�'DWD�)LOH�EHFDXVH�LWV�;%5/�
WDJV�DUH�HPEHGGHG�ZLWKLQ�WKH�,QOLQH�;%5/�GRFXPHQW��

� � �
����6&+� � ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�6FKHPD�'RFXPHQW�
� � �
����&$/� � ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�&DOFXODWLRQ�/LQNEDVH�'RFXPHQW�
� � �
����'()� � ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�'HILQLWLRQ�/LQNEDVH�'RFXPHQW�
� � �
����/$%� � ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�/DEHO�/LQNEDVH�'RFXPHQW�
� � �
����35(� � ,QOLQH�;%5/�7D[RQRP\�([WHQVLRQ�3UHVHQWDWLRQ�/LQNEDVH�'RFXPHQW�
� � �
���� � &RYHU�3DJH�,QWHUDFWLYH�'DWD�)LOH��IRUPDWWHG�DV�,QOLQH�;%5/�DQG�FRQWDLQHG�LQ�([KLELW������


� 0DQDJHPHQW�FRQWUDFW�RU�FRPSHQVDWRU\�SODQ�RU�DUUDQJHPHQW��

([KLELWV��RWKHU�WKDQ�WKRVH�LQFRUSRUDWHG�E\�UHIHUHQFH��KDYH�EHHQ�LQFOXGHG�LQ�FRSLHV�RI�WKLV�$QQXDO�5HSRUW�ILOHG�ZLWK�WKH�6HFXULWLHV�DQG�
([FKDQJH�&RPPLVVLRQ��6WRFNKROGHUV�RI�WKH�&RPSDQ\�ZLOO�EH�SURYLGHG�ZLWK�FRSLHV�RI�WKRVH�H[KLELWV�XSRQ�ZULWWHQ�UHTXHVW�WR�WKH�
&RPSDQ\��
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5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP�
��
7R�WKH�%RDUG�RI�'LUHFWRUV�DQG�6WRFNKROGHUV�RI�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��

Opinions on the Financial Statements and Internal Control over Financial Reporting 

:H�KDYH�DXGLWHG�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��LQFOXGLQJ�WKH�UHODWHG�QRWHV�DQG�ILQDQFLDO�VWDWHPHQW�VFKHGXOH��RI�8QLYHUVDO�
+HDOWK�6HUYLFHV��,QF��DQG�LWV�VXEVLGLDULHV��WKH�³&RPSDQ\´��DV�OLVWHG�LQ�WKH�DFFRPSDQ\LQJ�LQGH[��FROOHFWLYHO\�UHIHUUHG�WR�DV�WKH�
³FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV´���:H�DOVR�KDYH�DXGLWHG�WKH�&RPSDQ\
V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����
������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�Internal Control - Integrated Framework��������LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�
2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ��&262���

,Q�RXU�RSLQLRQ��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�UHIHUUHG�WR�DERYH�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI�
WKH�&RPSDQ\�DV�RI�'HFHPEHU����������DQG�������DQG�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV�DQG�LWV�FDVK�IORZV�IRU�HDFK�RI�WKH�WKUHH�\HDUV�LQ�WKH�
SHULRG�HQGHG�'HFHPEHU����������LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�6WDWHV�RI�$PHULFD��$OVR�LQ�
RXU�RSLQLRQ��WKH�&RPSDQ\�PDLQWDLQHG��LQ�DOO�PDWHULDO�UHVSHFWV��HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�'HFHPEHU�����
������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�Internal Control - Integrated Framework��������LVVXHG�E\�WKH�&262��

Change in Accounting Principle 

$V�GLVFXVVHG�LQ�1RWH���WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��WKH�&RPSDQ\�FKDQJHG�WKH�PDQQHU�LQ�ZKLFK�LW�DFFRXQWV�IRU�OHDVHV�LQ�
�������

Basis for Opinions 

7KH�&RPSDQ\
V�PDQDJHPHQW�LV�UHVSRQVLEOH�IRU�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��IRU�PDLQWDLQLQJ�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�
ILQDQFLDO�UHSRUWLQJ��DQG�IRU�LWV�DVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��LQFOXGHG�LQ�0DQDJHPHQW¶V�
5HSRUW�RQ�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ�DSSHDULQJ�XQGHU�,WHP��$��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�RSLQLRQV�RQ�WKH�
&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�RQ�WKH�&RPSDQ\
V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�RQ�RXU�DXGLWV��:H�
DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV���3&$2%��DQG�DUH�
UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK�UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH�8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�DSSOLFDEOH�UXOHV�
DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�DQG�WKH�3&$2%��

:H�FRQGXFWHG�RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�DXGLWV�
WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH�WR�
HUURU�RU�IUDXG��DQG�ZKHWKHU�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�PDLQWDLQHG�LQ�DOO�PDWHULDO�UHVSHFWV��

2XU�DXGLWV�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGHG�SHUIRUPLQJ�SURFHGXUHV�WR�DVVHVV�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��DQG�SHUIRUPLQJ�SURFHGXUHV�WKDW�UHVSRQG�WR�WKRVH�ULVNV��6XFK�
SURFHGXUHV�LQFOXGHG�H[DPLQLQJ��RQ�D�WHVW�EDVLV��HYLGHQFH�UHJDUGLQJ�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV��2XU�DXGLWV�DOVR�LQFOXGHG�HYDOXDWLQJ�WKH�DFFRXQWLQJ�SULQFLSOHV�XVHG�DQG�VLJQLILFDQW�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO�
DV�HYDOXDWLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��2XU�DXGLW�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�
LQFOXGHG�REWDLQLQJ�DQ�XQGHUVWDQGLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��DVVHVVLQJ�WKH�ULVN�WKDW�D�PDWHULDO�ZHDNQHVV�H[LVWV��DQG�
WHVWLQJ�DQG�HYDOXDWLQJ�WKH�GHVLJQ�DQG�RSHUDWLQJ�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�EDVHG�RQ�WKH�DVVHVVHG�ULVN��2XU�DXGLWV�DOVR�LQFOXGHG�
SHUIRUPLQJ�VXFK�RWKHU�SURFHGXUHV�DV�ZH�FRQVLGHUHG�QHFHVVDU\�LQ�WKH�FLUFXPVWDQFHV��:H�EHOLHYH�WKDW�RXU�DXGLWV�SURYLGH�D�UHDVRQDEOH�
EDVLV�IRU�RXU�RSLQLRQV��

Definition and Limitations of Internal Control over Financial Reporting 

$�FRPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LV�D�SURFHVV�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�
ILQDQFLDO�UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�
SULQFLSOHV��$�FRPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHV�WKRVH�SROLFLHV�DQG�SURFHGXUHV�WKDW��L��SHUWDLQ�WR�WKH�
PDLQWHQDQFH�RI�UHFRUGV�WKDW��LQ�UHDVRQDEOH�GHWDLO��DFFXUDWHO\�DQG�IDLUO\�UHIOHFW�WKH�WUDQVDFWLRQV�DQG�GLVSRVLWLRQV�RI�WKH�DVVHWV�RI�WKH�
FRPSDQ\���LL��SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�WUDQVDFWLRQV�DUH�UHFRUGHG�DV�QHFHVVDU\�WR�SHUPLW�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�
DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��DQG�WKDW�UHFHLSWV�DQG�H[SHQGLWXUHV�RI�WKH�FRPSDQ\�DUH�EHLQJ�PDGH�RQO\�LQ�
DFFRUGDQFH�ZLWK�DXWKRUL]DWLRQV�RI�PDQDJHPHQW�DQG�GLUHFWRUV�RI�WKH�FRPSDQ\��DQG��LLL��SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�
SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH��RU�GLVSRVLWLRQ�RI�WKH�FRPSDQ\¶V�DVVHWV�WKDW�FRXOG�KDYH�D�PDWHULDO�HIIHFW�
RQ�WKH�ILQDQFLDO�VWDWHPHQWV��



���

%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��$OVR��SURMHFWLRQV�
RI�DQ\�HYDOXDWLRQ�RI�HIIHFWLYHQHVV�WR�IXWXUH�SHULRGV�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�FRQWUROV�PD\�EHFRPH�LQDGHTXDWH�EHFDXVH�RI�FKDQJHV�LQ�
FRQGLWLRQV��RU�WKDW�WKH�GHJUHH�RI�FRPSOLDQFH�ZLWK�WKH�SROLFLHV�RU�SURFHGXUHV�PD\�GHWHULRUDWH��

Critical Audit Matters 

7KH�FULWLFDO�DXGLW�PDWWHU�FRPPXQLFDWHG�EHORZ�LV�D�PDWWHU�DULVLQJ�IURP�WKH�FXUUHQW�SHULRG�DXGLW�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
WKDW�ZDV�FRPPXQLFDWHG�RU�UHTXLUHG�WR�EH�FRPPXQLFDWHG�WR�WKH�DXGLW�FRPPLWWHH�DQG�WKDW��L��UHODWHV�WR�DFFRXQWV�RU�GLVFORVXUHV�WKDW�DUH�
PDWHULDO�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG��LL��LQYROYHG�RXU�HVSHFLDOO\�FKDOOHQJLQJ��VXEMHFWLYH��RU�FRPSOH[�MXGJPHQWV��7KH�
FRPPXQLFDWLRQ�RI�FULWLFDO�DXGLW�PDWWHUV�GRHV�QRW�DOWHU�LQ�DQ\�ZD\�RXU�RSLQLRQ�RQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��WDNHQ�DV�D�
ZKROH��DQG�ZH�DUH�QRW��E\�FRPPXQLFDWLQJ�WKH�FULWLFDO�DXGLW�PDWWHU�EHORZ��SURYLGLQJ�D�VHSDUDWH�RSLQLRQ�RQ�WKH�FULWLFDO�DXGLW�PDWWHU�RU�
RQ�WKH�DFFRXQWV�RU�GLVFORVXUHV�WR�ZKLFK�LW�UHODWHV��

Valuation of accounts receivable�

$V�GHVFULEHG�LQ�1RWHV���DQG����WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��WKH�&RPSDQ\�UHSRUWV�QHW�SDWLHQW�VHUYLFH�UHYHQXH�DW�WKH�
HVWLPDWHG�QHW�UHDOL]DEOH�DPRXQWV�IURP�SDWLHQWV�DQG�WKLUG�SDUW\�SD\HUV�DQG�RWKHUV�IRU�VHUYLFHV�UHQGHUHG��7KH�&RPSDQ\�KDV�DJUHHPHQWV�
ZLWK�WKLUG�SDUW\�SD\HUV�WKDW�SURYLGH�IRU�SD\PHQWV�WR�WKH�&RPSDQ\�DW�DPRXQWV�GLIIHUHQW�IURP�HVWDEOLVKHG�UDWHV��3D\PHQW�DUUDQJHPHQWV�
LQFOXGH�UDWHV�SHU�GLVFKDUJH��UHLPEXUVHG�FRVWV��GLVFRXQWHG�FKDUJHV�DQG�SHU�GLHP�SD\PHQWV��(VWLPDWHV�RI�FRQWUDFWXDO�DOORZDQFHV��ZKLFK�
UHSUHVHQW�H[SOLFLW�SULFH�FRQFHVVLRQV��XQGHU�PDQDJHG�FDUH�SODQV�DUH�EDVHG�XSRQ�WKH�SD\PHQW�WHUPV�VSHFLILHG�LQ�WKH�UHODWHG�FRQWUDFWXDO�
DJUHHPHQWV��0DQDJHPHQW�HVWLPDWHV�0HGLFDUH�DQG�0HGLFDLG�UHYHQXHV�XVLQJ�WKH�ODWHVW�DYDLODEOH�ILQDQFLDO�LQIRUPDWLRQ��SDWLHQW�
XWLOL]DWLRQ�GDWD��JRYHUQPHQW�SURYLGHG�GDWD�DQG�LQ�DFFRUGDQFH�ZLWK�DSSOLFDEOH�0HGLFDUH�DQG�0HGLFDLG�SD\PHQW�UXOHV�DQG�UHJXODWLRQV��
0DQDJHPHQW�PRQLWRUV�WKH�KLVWRULFDO�FROOHFWLRQ�UDWHV��DV�ZHOO�DV�FKDQJHV�LQ�DSSOLFDEOH�ODZV��UXOHV�DQG�UHJXODWLRQV�DQG�FRQWUDFW�WHUPV��WR�
DVVXUH�WKDW�SURYLVLRQV�DUH�PDGH�XVLQJ�WKH�PRVW�DFFXUDWH�LQIRUPDWLRQ�DYDLODEOH��,Q�DGGLWLRQ�WR�H[SOLFLW�SULFH�FRQFHVVLRQV��PDQDJHPHQW�
HVWLPDWHV�UHYHQXH�DGMXVWPHQWV�IRU�LPSOLFLW�SULFH�FRQFHVVLRQV�EDVHG�RQ�JHQHUDO�IDFWRUV�VXFK�DV�SD\HU�PL[��WKH�DJLQJ�RI�WKH�UHFHLYDEOHV�
DQG�KLVWRULFDO�FROOHFWLRQ�H[SHULHQFH��0DQDJHPHQW�URXWLQHO\�UHYLHZV�DFFRXQWV�UHFHLYDEOH�EDODQFHV�LQ�FRQMXQFWLRQ�ZLWK�WKHVH�IDFWRUV�DQG�
RWKHU�HFRQRPLF�FRQGLWLRQV�ZKLFK�PLJKW�XOWLPDWHO\�DIIHFW�WKH�FROOHFWDELOLW\�RI�WKH�SDWLHQW�DFFRXQWV�DQG�PDNH�DGMXVWPHQWV�WR�WKH�
DOORZDQFHV�DV�ZDUUDQWHG��$V�RI�'HFHPEHU�����������DFFRXQWV�UHFHLYDEOH��QHW�ZDV�������ELOOLRQ����

7KH�SULQFLSDO�FRQVLGHUDWLRQV�IRU�RXU�GHWHUPLQDWLRQ�WKDW�SHUIRUPLQJ�SURFHGXUHV�UHODWLQJ�WR�WKH�YDOXDWLRQ�RI�DFFRXQWV�UHFHLYDEOH�LV�D�
FULWLFDO�DXGLW�PDWWHU�DUH�WKHUH�ZDV�VLJQLILFDQW�MXGJPHQW�E\�PDQDJHPHQW�LQ�HVWLPDWLQJ�QHW�DFFRXQWV�UHFHLYDEOH��VSHFLILFDOO\�DV�LW�UHODWHV�
WR�WKH�HVWLPDWLRQ�RI�LPSOLFLW�SULFH�FRQFHVVLRQV���

7KLV�LQ�WXUQ�OHG�WR�VLJQLILFDQW�DXGLWRU�MXGJPHQW�DQG�HIIRUW�WR�DVVHVV�WKH�DXGLW�HYLGHQFH�REWDLQHG�UHODWHG�WR�WKH�HVWLPDWLRQ�RI�LPSOLFLW�
SULFH�FRQFHVVLRQV�����

$GGUHVVLQJ�WKH�PDWWHU�LQYROYHG�SHUIRUPLQJ�SURFHGXUHV�DQG�HYDOXDWLQJ�DXGLW�HYLGHQFH�LQ�FRQQHFWLRQ�ZLWK�IRUPLQJ�RXU�RYHUDOO�RSLQLRQ�
RQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��7KHVH�SURFHGXUHV�LQFOXGHG�WHVWLQJ�WKH�HIIHFWLYHQHVV�RI�FRQWUROV�UHODWLQJ�WR�WKH�YDOXDWLRQ�RI�
DFFRXQWV�UHFHLYDEOH��LQFOXGLQJ�FRQWUROV�RYHU�PDQDJHPHQW¶V�YDOXDWLRQ�DSSURDFK��DVVXPSWLRQV�DQG�GDWD�XVHG�WR�HVWLPDWH�WKH�H[SOLFLW�DQG�
LPSOLFLW�SULFH�FRQFHVVLRQV��7KHVH�SURFHGXUHV�DOVR�LQFOXGHG��DPRQJ�RWKHUV��L��HYDOXDWLQJ�PDQDJHPHQW¶V�SURFHVV�IRU�GHYHORSLQJ�WKH�
HVWLPDWH�IRU�LPSOLFLW�SULFH�FRQFHVVLRQV��DV�ZHOO�DV�WKH�UHOHYDQFH�DQG�XVH�RI�WKH�KLVWRULFDO�ELOOLQJ�DQG�FROOHFWLRQ�GDWD�DV�DQ�LQSXW�WR�WKH�
YDOXDWLRQ�DSSURDFK��LL��WHVWLQJ�WKH�DFFXUDF\�RI�D�VDPSOH�RI�UHYHQXH�WUDQVDFWLRQV�DQG�D�VDPSOH�RI�FDVK�FROOHFWLRQV�IURP�WKH�KLVWRULFDO�
ELOOLQJ�GDWD�DQG�KLVWRULFDO�FROOHFWLRQ�GDWD�XVHG�LQ�PDQDJHPHQW¶V�HVWLPDWLRQ�RI�LPSOLFLW�SULFH�FRQFHVVLRQV��DQG�LLL��HYDOXDWLQJ�WKH�
KLVWRULFDO�DFFXUDF\�RI�PDQDJHPHQW¶V�SURFHVV�IRU�GHYHORSLQJ�WKH�HVWLPDWH�RI�WKH�DPRXQW�ZKLFK�ZLOO�XOWLPDWHO\�EH�FROOHFWHG�E\�
FRPSDULQJ�DFWXDO�FDVK�FROOHFWLRQV�WR�WKH�SUHYLRXVO\�UHFRUGHG�DFFRXQWV�UHFHLYDEOH����
��
��
��V��3ULFHZDWHUKRXVH&RRSHUV�//3��
3KLODGHOSKLD��3HQQV\OYDQLD�
)HEUXDU\����������
:H�KDYH�VHUYHG�DV�WKH�&RPSDQ\¶V�DXGLWRU�VLQFH��������
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�� � �LQ�WKRXVDQGV��H[FHSW�SHU�VKDUH�GDWD�� �

1HW�UHYHQXHV�EHIRUH�SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� � � �� � � ���� � � � �����������
/HVV��3URYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� � � �� � � ���� � � � ��������
1HW�UHYHQXHV� � � ����������� � �� ����������� � � �����������
2SHUDWLQJ�FKDUJHV�� � � �� � � ���� � � � �� �

6DODULHV��ZDJHV�DQG�EHQHILWV� � � ���������� � �� ���������� � � ����������
2WKHU�RSHUDWLQJ�H[SHQVHV� � � ���������� � �� ���������� � � ����������
6XSSOLHV�H[SHQVH� � � ���������� � �� ���������� � � ����������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � � �������� � �� �������� � � ��������
/HDVH�DQG�UHQWDO�H[SHQVH� � � �������� � �� �������� � � ��������

�� � � ����������� � �� ���������� � � ����������
,QFRPH�IURP�RSHUDWLRQV� � � ���������� � �� ���������� � � ����������
,QWHUHVW�H[SHQVH��QHW� � � �������� � �� �������� � � ��������
2WKHU��LQFRPH��H[SHQVH��QHW� � � �������� � �� �������� � � ��
,QFRPH�EHIRUH�LQFRPH�WD[HV� � � ���������� � �� ���������� � � ����������
3URYLVLRQ�IRU�LQFRPH�WD[HV� � � �������� � �� �������� � � ��������
1HW�LQFRPH� � � �������� � �� �������� � � ��������
/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV� � � ������� � �� ������� � � �������
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6� � � �������� � �� �������� � � ��������
%DVLF�HDUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�8+6� � � ����� � �� ����� � � �����
'LOXWHG�HDUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�8+6� � � ����� � �� ����� � � �����
:HLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV²EDVLF� � � ������� � �� ������� � � �������
$GG���2WKHU�VKDUH�HTXLYDOHQWV� � � ���� � �� ���� � � ����
:HLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�DQG�HTXLYDOHQWV²GLOXWHG� � � ������� � �� ������� � � ������ ��
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8QUHDOL]HG�GHULYDWLYH�JDLQV�RQ�FDVK�IORZ�KHGJHV� � � ������� ��� ������� � ������
0LQLPXP�SHQVLRQ�OLDELOLW\� � � ������ ��� ������� � ������
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW� � � ������� ��� ������ � �������
2WKHU� � � �� ��� ������ � �������

2WKHU�FRPSUHKHQVLYH�LQFRPH�EHIRUH�WD[� � � ������� � �� ������ � � �������
,QFRPH�WD[�H[SHQVH�UHODWHG�WR�LWHPV�RI�RWKHU�
���FRPSUHKHQVLYH�LQFRPH� � � ������ � �� ������ � � ������
7RWDO�RWKHU�FRPSUHKHQVLYH�LQFRPH��ORVV���QHW�RI�WD[� � � ������� � �� ������� � � �������
&RPSUHKHQVLYH�LQFRPH� � � �������� � �� �������� � � ��������
/HVV��&RPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�
���LQWHUHVWV� � � ������� � �� ������� � � �������
&RPSUHKHQVLYH�LQFRPH�DWWULEXWDEOH�WR�8+6� � � �������� � �� �������� � � ���������
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$VVHWV� �� � �� �� �� � �� �
&XUUHQW�DVVHWV�� �� � �� �� �� � �� �

&DVK�DQG�FDVK�HTXLYDOHQWV� � ��������� � ��������
$FFRXQWV�UHFHLYDEOH��QHW� �� � ������������ �� � ����������
6XSSOLHV� �� � ���������� �� � ��������
2WKHU�FXUUHQW�DVVHWV� �� � ���������� �� � ��������

7RWDO�FXUUHQW�DVVHWV� �� � ������������ �� � ����������
3URSHUW\�DQG�(TXLSPHQW� �� � �� �� �� � �� �

/DQG� �� � ���������� �� � ��������
%XLOGLQJV�DQG�LPSURYHPHQWV� �� � ������������ �� � ����������
(TXLSPHQW� �� � ������������ �� � ����������
3URSHUW\�XQGHU�FDSLWDO�OHDVH� �� � ��������� �� � �������

�� �� � ������������ �� � ����������
$FFXPXODWHG�GHSUHFLDWLRQ� �� � ������������� �� � �����������

�� �� � ������������ �� � ����������
&RQVWUXFWLRQ�LQ�SURJUHVV� �� � ���������� �� � ��������

�� �� � ������������ �� � ����������
2WKHU�DVVHWV�� �� � �� �� �� � �� �

*RRGZLOO� �� � ������������ �� � ����������
'HIHUUHG�LQFRPH�WD[HV� �� � ��������� �� � ������
5LJKW�RI�XVH�DVVHWV�RSHUDWLQJ�OHDVHV� �� � ���������� �� � � �
'HIHUUHG�FKDUJHV� �� � �������� �� � ������
2WKHU� �� � ���������� �� � ��������

�� �� � ������������ �� � ����������
7RWDO�$VVHWV� � ������������� � �����������

/LDELOLWLHV�DQG�6WRFNKROGHUV¶�(TXLW\� �� � �� �� �� � �� �
&XUUHQW�OLDELOLWLHV�� �� � �� �� �� � �� �

&XUUHQW�PDWXULWLHV�RI�ORQJ�WHUP�GHEW� � ��������� � �������
$FFRXQWV�SD\DEOH� �� � ���������� �� � ��������
$FFUXHG�OLDELOLWLHV� �� � �� �� �� � �� �

&RPSHQVDWLRQ�DQG�UHODWHG�EHQHILWV� �� � ���������� �� � ��������
,QWHUHVW� �� � ��������� �� � �������
7D[HV�RWKHU�WKDQ�LQFRPH� �� � ��������� �� � �������
/HJDO�UHVHUYHV� �� � ���������� �� � ��������
2SHUDWLQJ�OHDVH�OLDELOLWLHV� �� � ��������� �� � � �
2WKHU� �� � ���������� �� � ��������
&XUUHQW�IHGHUDO�DQG�VWDWH�LQFRPH�WD[HV� �� � �������� �� � ������

7RWDO�FXUUHQW�OLDELOLWLHV� �� � ������������ �� � ����������
2WKHU�QRQFXUUHQW�OLDELOLWLHV� �� � ���������� �� � ��������
2SHUDWLQJ�OHDVH�OLDELOLWLHV�QRQFXUUHQW� �� � ���������� �� � � �
/RQJ�WHUP�GHEW� �� � ������������ �� � ����������
'HIHUUHG�LQFRPH�WD[HV� �� � ��������� �� � �������
&RPPLWPHQWV�DQG�FRQWLQJHQFLHV��1RWH���� �� � �� �� �� � �� �
5HGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVW� �� � �������� �� � ������
(TXLW\�� �� � �� �� �� � �� �

&ODVV�$�&RPPRQ�6WRFN��YRWLQJ�������SDU�YDOXH��DXWKRUL]HG������������VKDUHV��LVVXHG�
���DQG�RXWVWDQGLQJ�����������VKDUHV�LQ������DQG�����������VKDUHV�LQ����� �� � ����� �� � ���
&ODVV�%�&RPPRQ�6WRFN��OLPLWHG�YRWLQJ�������SDU�YDOXH��DXWKRUL]HG�������������
���VKDUHV��LVVXHG�DQG�RXWVWDQGLQJ������������VKDUHV�LQ������DQG������������VKDUHV�LQ����� �� � ������ �� � ����
&ODVV�&�&RPPRQ�6WRFN��YRWLQJ�������SDU�YDOXH��DXWKRUL]HG�����������VKDUHV��LVVXHG�
���DQG�RXWVWDQGLQJ���������VKDUHV�LQ������DQG���������VKDUHV�LQ����� �� � ���� �� � � �
&ODVV�'�&RPPRQ�6WRFN��OLPLWHG�YRWLQJ�������SDU�YDOXH��DXWKRUL]HG�����������VKDUHV��
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&XPXODWLYH�GLYLGHQGV� �� � ����������� �� � ���������
5HWDLQHG�HDUQLQJV� �� � ������������ �� � ����������
$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH� �� � ��������� �� � ������

8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��FRPPRQ�VWRFNKROGHUV¶�HTXLW\� �� � ������������ �� � ����������
1RQFRQWUROOLQJ�LQWHUHVW� �� � ��������� �� � �������
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7RWDO�/LDELOLWLHV�DQG�6WRFNKROGHUV¶�(TXLW\� � ������������� � ���������� ��

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

Larry Brunn

Larry Brunn

Larry Brunn

Larry Brunn

Larry Brunn

Larry Brunn

Larry Brunn

Larry Brunn

Larry Brunn



� ��
�

8
1
,9
(5

6$
/�
+
($

/7
+
�6
(5

9
,&
(6

��,
1
&
��$

1
'
�6
8
%6

,'
,$
5
,(
6�

&
2
1
62

/,
'
$
7(

'
�6
7$

7(
0
(1

76
�2
)�
&
+
$
1
*
(6

�,1
�(
4
8
,7
<
�

)R
U�
WK
H�
<
HD
UV
�(
QG
HG
�'
HF
HP

EH
U�
��
���
��
��
��
��
��
DQ
G�
��
��
�

�LQ
�WK
RX
VD
QG
V�
�

� ��
���
�
��

��
��

��
���

��
�
��

��
���

��
���

��
��
���

��
��

$
FF
XP

XO
DW
HG
��

�
8
+
6�

�
���

��
�
��

��
��

��
��
5
HG
HH
P
DE
OH
�
�
���

��
���

��
�
��

��
���

��
���

��
��
���

��
��

2
WK
HU
�

�
�

&
RP

P
RQ
�
�
���

��
�
��

��
��

��
��1

RQ
FR
QW
UR
OOL
QJ

�
�&

OD
VV
�$

�&
OD
VV
�%

�
&
OD
VV
�&

�&
OD
VV
�'

�&
XP

XO
DW
LY
H��
��
�5

HW
DL
QH
G
��
&
RP

SU
HK
HQ
VLY

H�
�6
WR
FN
KR
OG
HU
V

�
�1
RQ
FR
QW
UR
OOL
QJ

�
��

��
��

��
��

,Q
WH
UH
VW
�

�
�&
RP

P
RQ

�&
RP

P
RQ

�
&
RP

P
RQ

�&
RP

P
RQ

�'
LY
LG
HQ
GV
��
��
�(
DU
QL
QJ
V
��

,Q
FR
P
H�
�/
RV
V�

�
�

(T
XL
W\
�

�
�

,Q
WH
UH
VW
�

�
�

7R
WD
O�

��
%D
OD
QF
H�
�-D
QX
DU
\�
��
��
��
��

���
�

��
��
��
��

��
��

��
��
��

�
��

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

��
��
��
��
��
�

��
��
��
��
��
��
�

��
��
��
��
��
��
��
��
��
���

&R
P
P
RQ
�6
WR
FN
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��
��

��
��

��
��
��

��
��
��

��
��
��
�

��
,V
VX
HG
��F
RQ
YH
UWH
G�
�LQ
FO
XG
LQ
J�
WD
[�
EH
QH
ILW
V�I
UR
P
�

���
H[
HU
FL
VH
�R
I�V
WR
FN
�R
SW
LR
QV
�

���
�

²
��
��

²
��
�

��
���

²
��
�

²
��
�

²
����
��

��
��
��
��
��

²
��
��

��
��
��
��
��

²
��
�

��
��
��
���

5H
SX
UF
KD
VH
G�

���
�

²
��
��

²
��
�

��
��
���

²
��
�

²
��
�

²
����
��

��
��
��
��
��
��

²
��
��

��
��
��
��
��
��

²
��
�
��
��
��
��
���

5H
VWU
LF
WH
G�
VK
DU
H�
ED
VH
G�
FR
P
SH
QV
DW
LR
Q�
H[
SH
QV
H�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
�

²
��
��

��
��
��
��
�

²
��
�

��
��
���
�

'
LY
LG
HQ
GV
�S
DL
G�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

��
��
��
���
���
�

²
��
��

²
��
��

��
��
��
��
��
�

²
��
�

��
��
��
���
�

6W
RF
N�
RS
WLR
Q�
H[
SH
QV
H�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��

²
��
��

��
��
��
��
��

²
��
�

��
��
��
���

'
LVW
ULE
XW
LR
QV
�WR
�Q
RQ
FR
QW
UR
OOL
QJ
�LQ
WH
UH
VWV
�

���
�

��
��
��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

²
��
��

²
��
��

��
��
��
��
��

��
��
��
���
�

2
WK
HU
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

²
��
��

²
��
��

��
��
��

��
���
�

&R
P
SU
HK
HQ
VLY

H�
LQ
FR
P
H�
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��
��

��
��

��
��
��

��
��
��

��
��
��
�

��
1
HW
�LQ
FR
P
H�
WR
�8
+
6�
��Q
RQ
FR
QW
UR
OOL
QJ
�LQ
WH
UH
VWV
�

���
�

��
��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��
�

²
��
��

��
��
��
��
��
�

��
��
��
��
�

��
��
��
���
�

)R
UH
LJ
Q�
FX
UUH
QF
\�
WUD
QV
OD
WLR
Q�
DG
MX
VWP

HQ
WV�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
��

��
��
��
��
��

²
��
�

��
��
��
���

8
QU
HD
OL]
HG
�OR
VV
�R
Q�
P
DU
NH
WD
EO
H�
VH
FX
ULW
\�
�Q
HW
�R
I�L
QF
RP

H�
WD
[�
HI
IH
FW
�R
I��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
��

��
��
��
��
��

²
��
�

��
��
��
���

8
QU
HD
OL]
HG
�G
HU
LY
DW
LY
H�
JD
LQ
V�R

Q�
FD
VK
�IO
RZ

�K
HG
JH
V��
QH
W�

RI
�LQ
FR
P
H�
WD
[�
HI
IH
FW
�R
I��
��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
�

��
��
��
��
�

²
��
�

��
��
���
�

0
LQ
LP
XP

�S
HQ
VLR

Q�
OLD
EL
OLW
\�
�Q
HW
�R
I�L
QF
RP

H�
WD
[�
HI
IH
FW
�R
I�

��
��
��

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
�

��
��
��
��
�

²
��
�

��
��
���
�

6X
EW
RW
DO
���
FR
P
SU
HK
HQ
VLY

H�
LQ
FR
P
H�

���
�

��
��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��
�

��
��
��
��
��

��
��
��
��
��
�

��
��
��
��
�

��
��
��
���
�

%D
OD
QF
H�
�'
HF
HP

EH
U��
��
��
��
��

���
�

��
��
��
��

��
��

��
��
��

�
��

²
��
�
��
��
��
��
����
��
��
��
��
��
��
��
�

��
��
��
��
�

��
��
��
��
��
��
�

��
��
��
��
��
��
��
��
��
���

�

97

UHS Crx.crw3.indd   1 3/24/20   10:17 AM



� ��
�

8
1
,9
(5

6$
/�
+
($

/7
+
�6
(5

9
,&
(6

��,
1
&
��$

1
'
�6
8
%6

,'
,$
5
,(
6�

&
2
1
62

/,
'
$
7(

'
�6
7$

7(
0
(1

76
�2
)�
&
+
$
1
*
(6

�,1
�(
4
8
,7
<
²
�&
RQ
WLQ

XH
G�
�

)R
U�
WK
H�
<
HD
UV
�(
QG
HG
�'
HF
HP

EH
U�
��
���
��
��
��
��
��
DQ
G�
��
��
�

�LQ
�WK
RX
VD
QG
V�
�

� ��
���
�
��

��
��

��
���

��
�
��

��
���

��
���

��
��
���

��
��

$
FF
XP

XO
DW
HG
��

�
8
+
6�

�
���

��
�
��

��
��

��
��
5
HG
HH
P
DE
OH
�
�
���

��
���

��
�
��

��
���

��
���

��
��
���

��
��

2
WK
HU
�

�
�

&
RP

P
RQ
�
�
���

��
�
��

��
��

��
��1

RQ
FR
QW
UR
OOL
QJ

�
�&

OD
VV
�$

�&
OD
VV
�%

�
&
OD
VV
�&

�&
OD
VV
�'

�&
XP

XO
DW
LY
H��
��
�5

HW
DL
QH
G
��
&
RP

SU
HK
HQ
VLY

H�
�6
WR
FN
KR
OG
HU
V

�
�1
RQ
FR
QW
UR
OOL
QJ

�
��

��
��

��
��

,Q
WH
UH
VW
�

�
�&
RP

P
RQ

�&
RP

P
RQ

�
&
RP

P
RQ

�&
RP

P
RQ

�'
LY
LG
HQ
GV
��
��
�(
DU
QL
QJ
V
��

,Q
FR
P
H�
�/
RV
V�

�
�

(T
XL
W\
�

�
�

,Q
WH
UH
VW
�

�
�

7R
WD
O�

��
&X

P
XO
DW
LY
H�
HI
IH
FW
�D
GM
XV
WP
HQ
W�G
XH
�WR
�D
GR
SW
LR
Q�
RI
�$
68

�
��
��
��
��
�Q
HW
�R
I�L
QF
RP

H�
WD
[�
HI
IH
FW
�R
I��
��
��
��
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��

��
��
��
��
��

��
��
��
��
�

²
��
��

��
��
�

²
���

&R
P
P
RQ
�6
WR
FN
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��
��

��
��

��
��
��

��
��
��

��
��
��
�

��
,V
VX
HG
��F
RQ
YH
UWH
G�
�LQ
FO
XG
LQ
J�
WD
[�
EH
QH
ILW
V�I
UR
P
�

���
H[
HU
FL
VH
�R
I�V
WR
FN
�R
SW
LR
QV
�

���
�

²
��
��

²
��
�

��
���

²
��
�

²
��
�

²
����
��

��
��
��
��
��

²
��
��

��
��
��
��
��

²
��
�

��
��
��
���

5H
SX
UF
KD
VH
G�

���
�

²
��
��

²
��
�

��
��
���

²
��
�

²
��
�

²
����
��

��
��
��
��
��
��

²
��
��

��
��
��
��
��
��

²
��
�
��
��
��
��
���

5H
VWU
LF
WH
G�
VK
DU
H�
ED
VH
G�
FR
P
SH
QV
DW
LR
Q�
H[
SH
QV
H�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
�

²
��
��

��
��
��
��
�

²
��
�

��
��
���
�

'
LY
LG
HQ
GV
�S
DL
G�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

��
��
��
���
���
�

²
��
��

²
��
��

��
��
��
��
��
�

²
��
�

��
��
��
���
�

6W
RF
N�
RS
WLR
Q�
H[
SH
QV
H�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��

²
��
��

��
��
��
��
��

²
��
�

��
��
��
���

'
LVW
ULE
XW
LR
QV
�WR
�Q
RQ
FR
QW
UR
OOL
QJ
�LQ
WH
UH
VWV
�

���
�

��
��
��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

²
��
��

²
��
��

��
��
��
��
��

��
��
��
���
�

2
WK
HU
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

²
��
��

²
��
��

��
��
��
��

��
��
���
�

&R
P
SU
HK
HQ
VLY

H�
LQ
FR
P
H�
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��
��

��
��

��
��
��

��
��
��

��
��
��
�

��
1
HW
�LQ
FR
P
H�
WR
�8
+
6�
��Q
RQ
FR
QW
UR
OOL
QJ
�LQ
WH
UH
VWV
�

���
�

��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��
�

²
��
��

��
��
��
��
��
�

��
��
��
��
�

��
��
��
���
�

5H
FO
DV
VLI
LF
DW
LR
Q�
GX
H�
WR
�D
GR
SW
LR
Q�
RI
�$
68

��
��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
�

��
��
��
��
��

²
��
��

��
��
��
�

��
)R
UH
LJ
Q�
FX
UUH
QF
\�
WUD
QV
OD
WLR
Q�
DG
MX
VWP

HQ
WV�
�Q
HW
�R
I�

LQ
FR
P
H�
WD
[�
HI
IH
FW
�R
I��
��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
�

��
��
��
��
�

²
��
�

��
��
���
�

8
QU
HD
OL]
HG
�G
HU
LY
DW
LY
H�
JD
LQ
V�R

Q�
FD
VK
�IO
RZ

�K
HG
JH
V��
QH
W�

RI
�LQ
FR
P
H�
WD
[�
HI
IH
FW
�R
I��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
��

��
��
��
��
��

²
��
�

��
��
��
���

0
LQ
LP
XP

�S
HQ
VLR

Q�
OLD
EL
OLW
\�
�Q
HW
�R
I�L
QF
RP

H�
WD
[�
HI
IH
FW
�R
I�

��
��
��
��

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
��

��
��
��
��
��

²
��
�

��
��
��
���

6X
EW
RW
DO
���
FR
P
SU
HK
HQ
VLY

H�
LQ
FR
P
H�

���
�

��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��
�

��
��
��
��
��

��
��
��
��
��
�

��
��
��
��
�

��
��
��
���
�

%D
OD
QF
H�
�'
HF
HP

EH
U��
��
��
��
��

���
�

��
��
��
��

��
��

��
��
��

�
��

²
��
�
��
��
��
��
����
��
��
��
��
��
��
��
�

��
��
��
��
�

��
��
��
��
��
��
�

��
��
��
��
��
��
��
��
��
���

�

98

UHS Crx.crw3.indd   2 3/24/20   10:17 AM



� ��
�

8
1
,9
(5

6$
/�
+
($

/7
+
�6
(5

9
,&
(6

��,
1
&
��$

1
'
�6
8
%6

,'
,$
5
,(
6�

&
2
1
62

/,
'
$
7(

'
�6
7$

7(
0
(1

76
�2
)�
&
+
$
1
*
(6

�,1
�(
4
8
,7
<
²
�&
RQ
WLQ

XH
G�
�

)R
U�
WK
H�
<
HD
UV
�(
QG
HG
�'
HF
HP

EH
U�
��
���
��
��
��
��
��
DQ
G�
��
��
�

�LQ
�WK
RX
VD
QG
V�
�

� ��
���
�
��

��
��

��
���

��
�
��

��
���

��
���

��
��
���

��
��

$
FF
XP

XO
DW
HG
��

�
8
+
6�

�
���

��
�
��

��
��

��
��
5
HG
HH
P
DE
OH
�
�
���

��
���

��
��
�

��
���

��
���

��
��
���

��
��

2
WK
HU
�

�
�

&
RP

P
RQ
�
�
���

��
�
��

��
��

��
��1

RQ
FR
QW
UR
OOL
QJ

�
�&

OD
VV
�$

�&
OD
VV
�%

�
&
OD
VV
�&

�&
OD
VV
�'

�&
XP

XO
DW
LY
H��
��
�5

HW
DL
QH
G
��
&
RP

SU
HK
HQ
VLY

H�
�6
WR
FN
KR
OG
HU
V

�
�1
RQ
FR
QW
UR
OOL
QJ

�
��

��
��

��
��

,Q
WH
UH
VW
�

�
�&
RP

P
RQ

�&
RP

P
RQ

�&
RP

P
RQ

�&
RP

P
RQ

�'
LY
LG
HQ
GV
��
��
�(
DU
QL
QJ
V
��

,Q
FR
P
H�
�/
RV
V�

�
�

(T
XL
W\
�

�
�

,Q
WH
UH
VW
�

�
�

7R
WD
O�

��
&R

P
P
RQ
�6
WR
FN
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��
��

��
��

��
��
��

��
��
��

��
��
��
�

��
,V
VX
HG
��F
RQ
YH
UWH
G�
�LQ
FO
XG
LQ
J�
WD
[�
EH
QH
ILW
V�I
UR
P
�

���
H[
HU
FL
VH
�R
I�V
WR
FN
�R
SW
LR
QV
�

���
�

²
��
��

²
��
�

��
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��

²
��
��

��
��
��
��
��

²
��
�

��
��
��
���

5H
SX
UF
KD
VH
G�

���
�

²
��
��

²
��
�

��
��
���

²
��
�

²
��
�

²
����
��

��
��
��
��
��
��

²
��
��

��
��
��
��
��
��

²
��
�
��
��
��
��
���

5H
VWU
LF
WH
G�
VK
DU
H�
ED
VH
G�
FR
P
SH
QV
DW
LR
Q�
H[
SH
QV
H�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
�

²
��
��

��
��
��
��
�

²
��
�

��
��
���
�

'
LY
LG
HQ
GV
�S
DL
G�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

��
��
��
���
���
�

²
��
��

²
��
��

��
��
��
��
��
�

²
��
�

��
��
��
���
�

6W
RF
N�
RS
WLR
Q�
H[
SH
QV
H�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��

²
��
��

��
��
��
��
��

²
��
�

��
��
��
���

'
LVW
ULE
XW
LR
QV
�WR
�Q
RQ
FR
QW
UR
OOL
QJ
�LQ
WH
UH
VWV
�

���
�

��
��
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

²
��
��

²
��
��

��
��
��
��
��

��
��
��
���
�

2
WK
HU
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

²
��
��

²
��
��

��
��
��
��

��
��
���
�

&R
P
SU
HK
HQ
VLY

H�
LQ
FR
P
H�
�

���
�
��

��
��
��

��
��
�

��
��
��

��
��
�

��
�
��

���
��
��

��
��

��
��
��

��
��
��

��
��
��
�

��
1
HW
�LQ
FR
P
H�
WR
�8
+
6�
��Q
RQ
FR
QW
UR
OOL
QJ
�LQ
WH
UH
VWV
�

���
�

��
��
��
�

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��
�

²
��
��

��
��
��
��
��
�

��
��
��
��
�

��
��
��
���
�

)R
UH
LJ
Q�
FX
UUH
QF
\�
WUD
QV
OD
WLR
Q�
DG
MX
VWP

HQ
WV�
�Q
HW
�R
I�

LQ
FR
P
H�
WD
[�
HI
IH
FW
�R
I��
��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
��

��
��
��
��
��

²
��
�

��
��
��
���

8
QU
HD
OL]
HG
�G
HU
LY
DW
LY
H�
JD
LQ
V�R

Q�
FD
VK
�IO
RZ

�K
HG
JH
V��
QH
W�

RI
�LQ
FR
P
H�
WD
[�
HI
IH
FW
�R
I��
��
��
�

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
��

��
��
��
��
��

²
��
�

��
��
��
���

0
LQ
LP
XP

�S
HQ
VLR

Q�
OLD
EL
OLW
\�
�Q
HW
�R
I�L
QF
RP

H�
WD
[�
HI
IH
FW
�R
I�

��
��
��
��

���
�

²
��
��

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

²
��
��

��
��
��
��
�

��
��
��
��
�

²
��
�

��
��
���
�

6X
EW
RW
DO
���
FR
P
SU
HK
HQ
VLY

H�
LQ
FR
P
H�

���
�

��
��
��
�

²
��
�

²
��
��

²
��
�

²
��
�

²
����
��

��
��
��
��
��
�

��
��
��
��
��

��
��
��
��
��
�

��
��
��
��
�

��
��
��
���
�

%D
OD
QF
H�
�'
HF
HP

EH
U��
��
��
��
��

���
�

��
��
��
��

��
��

��
��
��

�
��

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

��
��
��
��
��

��
��
��
��
��
��
�

��
��
��
��
��
��
��
��
��
���

�
7K
H�
DF
FR
P
SD
Q\
LQ
J�
QR
WH
V�D
UH
�D
Q�
LQ
WH
JU
DO
�S
DU
W�R
I�W
KH
VH
�F
RQ
VR
OLG
DW
HG
�IL
QD
QF
LD
O�V
WD
WH
P
HQ
WV�
�

� �

99

UHS Crx.crw3.indd   3 3/24/20   10:17 AM



����

81,9(56$/�+($/7+�6(59,&(6��,1&��$1'�68%6,',$5,(6�
&2162/,'$7('�67$7(0(176�2)�&$6+�)/2:6�

�� �� <HDU�(QGHG�'HFHPEHU����� �
�� �� ����� � �� ����� � �� ����� �
�� �� �$PRXQWV�LQ�WKRXVDQGV�� �
&DVK�)ORZV�IURP�2SHUDWLQJ�$FWLYLWLHV�� �� � �� � �� ���� � �� � �� �

1HW�LQFRPH� �� � �������� �� �� �������� �� � ��������
Adjustments to reconcile net income to net cash provided by operating 
   activities:� �� � �� � �� ���� � �� � �� �
'HSUHFLDWLRQ�	�DPRUWL]DWLRQ� �� � �������� �� �� �������� �� � ��������
*DLQV�RQ�VDOHV�RI�DVVHWV�DQG�EXVLQHVVHV��QHW�RI�ORVVHV� �� � ������� �� �� ������� �� � ��
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH� �� � ������� �� �� ������� �� � �������
&RVWV�UHODWHG�WR�H[WLQJXLVKPHQW�RI�GHEW� �� � �� �� �� ������ �� � ��
3URYLVLRQ�IRU�DVVHW�LPSDLUPHQW� �� � ������� �� �� ������� �� � ��
Changes in assets & liabilities, net of effects from acquisitions and 
   dispositions:� �� � �� � �� ���� � �� � �� �
$FFRXQWV�UHFHLYDEOH� �� � �������� �� �� �������� �� � ��������
$FFUXHG�LQWHUHVW� �� � ���� �� �� ������� �� � ����
$FFUXHG�DQG�GHIHUUHG�LQFRPH�WD[HV� �� � �������� �� �� �������� �� � �������
2WKHU�ZRUNLQJ�FDSLWDO�DFFRXQWV� �� � ������� �� �� ������� �� � ��������
2WKHU�DVVHWV�DQG�GHIHUUHG�FKDUJHV� �� � �������� �� �� �������� �� � ��������
2WKHU� �� � ������ �� �� ������� �� � �������
$FFUXHG�LQVXUDQFH�H[SHQVH��QHW�RI�FRPPHUFLDO�SUHPLXPV�SDLG� �� � �������� �� �� ������� �� � ��������
3D\PHQWV�PDGH�LQ�VHWWOHPHQW�RI�VHOI�LQVXUDQFH�FODLPV� �� � �������� �� �� �������� �� � ��������

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� �� � ���������� �� �� ���������� �� � ����������
&DVK�)ORZV�IURP�,QYHVWLQJ�$FWLYLWLHV�� �� � �� � �� ���� � �� � �� �

3URSHUW\�DQG�HTXLSPHQW�DGGLWLRQV��QHW�RI�GLVSRVDOV� �� � ��������� �� �� ��������� �� � ���������
$FTXLVLWLRQ�RI�SURSHUW\�DQG�EXVLQHVVHV� �� � ������� �� �� ��������� �� � ��������
�2XWIORZV��,QIORZV�IURP�IRUHLJQ�H[FKDQJH�FRQWUDFWV�WKDW�KHGJH�RXU�QHW�8�.��
LQYHVWPHQW� �� � �������� �� �� ������� �� � ��������
3URFHHGV�UHFHLYHG�IURP�VDOHV�RI�DVVHWV�DQG�EXVLQHVVHV� �� � ������ �� �� ������� �� � ����
&RVWV�LQFXUUHG�IRU�SXUFKDVH�DQG�LPSOHPHQWDWLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\�
DSSOLFDWLRQV� �� � �������� �� �� �������� �� � ��������
'HFUHDVH��,QFUHDVH��LQ�FDSLWDO�UHVHUYHV�RI�FRPPHUFLDO�LQVXUDQFH�VXEVLGLDU\� �� � �� �� �� ���� �� � �������
,QYHVWPHQW�LQ��DQG�DGYDQFHV�WR��MRLQW�YHQWXUH�DQG�RWKHU� �� � �������� �� �� �������� �� � �������

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV� �� � ��������� �� �� ��������� �� � ���������
&DVK�)ORZV�IURP�)LQDQFLQJ�$FWLYLWLHV�� �� � �� � �� ���� � �� � �� �

5HGXFWLRQ�RI�ORQJ�WHUP�GHEW� �� � �������� �� �� ��������� �� � ���������
$GGLWLRQDO�ERUURZLQJV� �� � ������� �� �� �������� �� � �������
)LQDQFLQJ�FRVWV� �� � �� �� �� �������� �� � ����
5HSXUFKDVH�RI�FRPPRQ�VKDUHV� �� � ��������� �� �� ��������� �� � ���������
'LYLGHQGV�SDLG� �� � �������� �� �� �������� �� � ��������
,VVXDQFH�RI�FRPPRQ�VWRFN� �� � ������� �� �� ������� �� � �������
3URILW�GLVWULEXWLRQV�WR�QRQFRQWUROOLQJ�LQWHUHVWV� �� � �������� �� �� �������� �� � ��������
&DSLWDO�FRQWULEXWLRQV�IURP�PLQRULW\�PHPEHUV� �� � ������ �� �� �� �� � ��

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV� �� � ��������� �� �� ��������� �� � ���������
(IIHFW�RI�H[FKDQJH�UDWH�FKDQJHV�RQ�FDVK�DQG�FDVK�HTXLYDOHQWV� �� � ���� �� �� ������� �� � ������

�'HFUHDVH��,QFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV� �� � �������� �� �� ������� �� � �������
&DVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK��EHJLQQLQJ�RI�SHULRG� �� � �������� �� �� �������� �� � ��������
&DVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK��HQG�RI�SHULRG� �� � �������� �� �� �������� �� � ��������
6XSSOHPHQWDO�'LVFORVXUHV�RI�&DVK�)ORZ�,QIRUPDWLRQ�� �� � �� � �� ���� � �� � �� �

,QWHUHVW�SDLG� �� � �������� �� �� �������� �� � ��������
,QFRPH�WD[HV�SDLG��QHW�RI�UHIXQGV� �� � �������� �� �� �������� �� � ��������
1RQFDVK�SXUFKDVHV�RI�SURSHUW\�DQG�HTXLSPHQW� �� � ������� �� �� ������� �� � �������
5LJKW�RI�XVH�DVVHWV�REWDLQHG�LQ�H[FKDQJH�IRU�OHDVH�REOLJDWLRQV� �� � �������� �� �� �� �� � � ��

7KH�DFFRPSDQ\LQJ�QRWHV�DUH�DQ�LQWHJUDO�SDUW�RI�WKHVH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
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6HUYLFHV�SURYLGHG�E\�RXU�KRVSLWDOV��DOO�RI�ZKLFK�DUH�RSHUDWHG�E\�VXEVLGLDULHV�RI�RXUV��LQFOXGH�JHQHUDO�DQG�VSHFLDOW\�VXUJHU\��
LQWHUQDO�PHGLFLQH��REVWHWULFV��HPHUJHQF\�URRP�FDUH��UDGLRORJ\��RQFRORJ\��GLDJQRVWLF�FDUH��FRURQDU\�FDUH��SHGLDWULF�VHUYLFHV��SKDUPDF\�
VHUYLFHV�DQG�RU�EHKDYLRUDO�KHDOWK�VHUYLFHV��:H��WKURXJK�RXU�VXEVLGLDULHV��SURYLGH�FDSLWDO�UHVRXUFHV�DV�ZHOO�DV�D�YDULHW\�RI�PDQDJHPHQW�
VHUYLFHV�WR�RXU�IDFLOLWLHV��LQFOXGLQJ�FHQWUDO�SXUFKDVLQJ��LQIRUPDWLRQ�VHUYLFHV��ILQDQFH�DQG�FRQWURO�V\VWHPV��IDFLOLWLHV�SODQQLQJ��SK\VLFLDQ�
UHFUXLWPHQW�VHUYLFHV��DGPLQLVWUDWLYH�SHUVRQQHO�PDQDJHPHQW��PDUNHWLQJ�DQG�SXEOLF�UHODWLRQV��

7KH�PRUH�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�IROORZ��

$��3ULQFLSOHV�RI�&RQVROLGDWLRQ���7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�RXU�PDMRULW\�RZQHG�VXEVLGLDULHV�
DQG�SDUWQHUVKLSV�FRQWUROOHG�E\�XV�RU�RXU�VXEVLGLDULHV�DV�WKH�PDQDJLQJ�JHQHUDO�SDUWQHU��$OO�LQWHUFRPSDQ\�DFFRXQWV�DQG�WUDQVDFWLRQV�
KDYH�EHHQ�HOLPLQDWHG��

%��5HYHQXH�5HFRJQLWLRQ����2Q�-DQXDU\����������ZH�DGRSWHG��XVLQJ�WKH�PRGLILHG�UHWURVSHFWLYH�DSSURDFK��$68���������DQG�
$68����������³5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��7RSLF�����´�DQG�³5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��3ULQFLSDO�YHUVXV�
$JHQW�&RQVLGHUDWLRQV��5HSRUWLQJ�5HYHQXH�*URVV�YHUVXV�1HW�´��UHVSHFWLYHO\��ZKLFK�SURYLGHV�JXLGDQFH�IRU�UHYHQXH�UHFRJQLWLRQ��7KH�
VWDQGDUG¶V�FRUH�SULQFLSOH�LV�WKDW�D�FRPSDQ\�ZLOO�UHFRJQL]H�UHYHQXH�ZKHQ�LW�WUDQVIHUV�SURPLVHG�JRRGV�RU�VHUYLFHV�WR�FXVWRPHUV�LQ�DQ�
DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�WR�ZKLFK�WKH�FRPSDQ\�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WKRVH�JRRGV�RU�VHUYLFHV��7KH�PRVW�
VLJQLILFDQW�FKDQJH�IURP�WKH�DGRSWLRQ�RI�WKH�QHZ�VWDQGDUG�UHODWHV�WR�RXU�HVWLPDWLRQ�IRU�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV��8QGHU�WKH�
SUHYLRXV�VWDQGDUGV��RXU�HVWLPDWH�IRU�DPRXQWV�QRW�H[SHFWHG�WR�EH�FROOHFWHG�EDVHG�XSRQ�RXU�KLVWRULFDO�H[SHULHQFH��ZHUH�UHIOHFWHG�DV�
SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV��LQFOXGHG�ZLWKLQ�QHW�UHYHQXH��8QGHU�WKH�QHZ�VWDQGDUG��RXU�HVWLPDWH�IRU�DPRXQWV�QRW�H[SHFWHG�WR�EH�
FROOHFWHG�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH�ZLOO�FRQWLQXH�WR�EH�UHFRJQL]HG�DV�D�UHGXFWLRQ�WR�QHW�UHYHQXH��KRZHYHU��QRW�UHIOHFWHG�VHSDUDWHO\�
DV�SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV��8QGHU�WKH�QHZ�VWDQGDUG��VXEVHTXHQW�FKDQJHV�LQ�HVWLPDWH�RI�FROOHFWDELOLW\�GXH�WR�D�FKDQJH�LQ�WKH�
ILQDQFLDO�VWDWXV�RI�D�SD\HU��IRU�H[DPSOH�D�EDQNUXSWF\��ZLOO�EH�UHFRJQL]HG�DV�EDG�GHEW�H[SHQVH�LQ�RSHUDWLQJ�FKDUJHV��7KH�DGRSWLRQ�RI�
WKLV�$68�LQ�������DQG�DPRXQWV�UHFRJQL]HG�DV�EDG�GHEW�H[SHQVH�DQG�LQFOXGHG�LQ�RWKHU�RSHUDWLQJ�H[SHQVHV��GLG�QRW�KDYH�D�PDWHULDO�
LPSDFW�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

6HH�1RWH����Revenue Recognition��IRU�DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�RXU�UHYHQXHV�LQFOXGLQJ�D�GLVDJJUHJDWLRQ�RI�RXU�
FRQVROLGDWHG�QHW�UHYHQXHV�E\�PDMRU�VRXUFH�IRU�HDFK�RI�WKH�SHULRGV�SUHVHQWHG�KHUHLQ���

:H�UHSRUW�QHW�SDWLHQW�VHUYLFH�UHYHQXH�DW�WKH�HVWLPDWHG�QHW�UHDOL]DEOH�DPRXQWV�IURP�SDWLHQWV�DQG�WKLUG�SDUW\�SD\HUV�DQG�RWKHUV�IRU�
VHUYLFHV�UHQGHUHG��:H�KDYH�DJUHHPHQWV�ZLWK�WKLUG�SDUW\�SD\HUV�WKDW�SURYLGH�IRU�SD\PHQWV�WR�XV�DW�DPRXQWV�GLIIHUHQW�IURP�RXU�
HVWDEOLVKHG�UDWHV��3D\PHQW�DUUDQJHPHQWV�LQFOXGH�UDWHV�SHU�GLVFKDUJH��UHLPEXUVHG�FRVWV��GLVFRXQWHG�FKDUJHV�DQG�SHU�GLHP�SD\PHQWV��
(VWLPDWHV�RI�FRQWUDFWXDO�DOORZDQFHV��ZKLFK�UHSUHVHQW�H[SOLFLW�SULFH�FRQFHVVLRQV�XQGHU�$6&������XQGHU�PDQDJHG�FDUH�SODQV�DUH�EDVHG�
XSRQ�WKH�SD\PHQW�WHUPV�VSHFLILHG�LQ�WKH�UHODWHG�FRQWUDFWXDO�DJUHHPHQWV��:H�FORVHO\�PRQLWRU�RXU�KLVWRULFDO�FROOHFWLRQ�UDWHV��DV�ZHOO�DV�
FKDQJHV�LQ�DSSOLFDEOH�ODZV��UXOHV�DQG�UHJXODWLRQV�DQG�FRQWUDFW�WHUPV��WR�DVVXUH�WKDW�SURYLVLRQV�DUH�PDGH�XVLQJ�WKH�PRVW�DFFXUDWH�
LQIRUPDWLRQ�DYDLODEOH��+RZHYHU��GXH�WR�WKH�FRPSOH[LWLHV�LQYROYHG�LQ�WKHVH�HVWLPDWLRQV��DFWXDO�SD\PHQWV�IURP�SD\HUV�PD\�EH�GLIIHUHQW�
IURP�WKH�DPRXQWV�ZH�HVWLPDWH�DQG�UHFRUG��

:H�HVWLPDWH�RXU�0HGLFDUH�DQG�0HGLFDLG�UHYHQXHV�XVLQJ�WKH�ODWHVW�DYDLODEOH�ILQDQFLDO�LQIRUPDWLRQ��SDWLHQW�XWLOL]DWLRQ�GDWD��
JRYHUQPHQW�SURYLGHG�GDWD�DQG�LQ�DFFRUGDQFH�ZLWK�DSSOLFDEOH�0HGLFDUH�DQG�0HGLFDLG�SD\PHQW�UXOHV�DQG�UHJXODWLRQV��7KH�ODZV�DQG�
UHJXODWLRQV�JRYHUQLQJ�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�DUH�H[WUHPHO\�FRPSOH[�DQG�VXEMHFW�WR�LQWHUSUHWDWLRQ�DQG�DV�D�UHVXOW��WKHUH�
LV�DW�OHDVW�D�UHDVRQDEOH�SRVVLELOLW\�WKDW�UHFRUGHG�HVWLPDWHV�ZLOO�FKDQJH�E\�PDWHULDO�DPRXQWV�LQ�WKH�QHDU�WHUP��&HUWDLQ�W\SHV�RI�SD\PHQWV�
E\�WKH�0HGLFDUH�SURJUDP�DQG�VWDWH�0HGLFDLG�SURJUDPV��H�J��0HGLFDUH�'LVSURSRUWLRQDWH�6KDUH�+RVSLWDO��0HGLFDUH�$OORZDEOH�%DG�
'HEWV�DQG�,QSDWLHQW�3V\FKLDWULF�6HUYLFHV��DUH�VXEMHFW�WR�UHWURDFWLYH�DGMXVWPHQW�LQ�IXWXUH�SHULRGV�DV�D�UHVXOW�RI�DGPLQLVWUDWLYH�UHYLHZ�
DQG�DXGLW�DQG�RXU�HVWLPDWHV�PD\�YDU\�IURP�WKH�ILQDO�VHWWOHPHQWV��6XFK�DPRXQWV�DUH�LQFOXGHG�LQ�DFFRXQWV�UHFHLYDEOH��QHW��RQ�RXU�
&RQVROLGDWHG�%DODQFH�6KHHWV��7KH�IXQGLQJ�RI�ERWK�IHGHUDO�0HGLFDUH�DQG�VWDWH�0HGLFDLG�SURJUDPV�DUH�VXEMHFW�WR�OHJLVODWLYH�DQG�
UHJXODWRU\�FKDQJHV��$V�VXFK��ZH�FDQQRW�SURYLGH�DQ\�DVVXUDQFH�WKDW�IXWXUH�OHJLVODWLRQ�DQG�UHJXODWLRQV��LI�HQDFWHG��ZLOO�QRW�KDYH�D�
PDWHULDO�LPSDFW�RQ�RXU�IXWXUH�0HGLFDUH�DQG�0HGLFDLG�UHLPEXUVHPHQWV��$GMXVWPHQWV�UHODWHG�WR�WKH�ILQDO�VHWWOHPHQW�RI�WKHVH�
UHWURVSHFWLYHO\�GHWHUPLQHG�DPRXQWV�GLG�QRW�PDWHULDOO\�LPSDFW�RXU�UHVXOWV�LQ������������RU�������,I�LW�ZHUH�WR�RFFXU��HDFK����
DGMXVWPHQW�WR�RXU�HVWLPDWHG�QHW�0HGLFDUH�UHYHQXHV�WKDW�DUH�VXEMHFW�WR�UHWURVSHFWLYH�UHYLHZ�DQG�VHWWOHPHQW�DV�RI�'HFHPEHU�����������
ZRXOG�FKDQJH�RXU�DIWHU�WD[�QHW�LQFRPH�E\�DSSUR[LPDWHO\����PLOOLRQ��

&��&KDULW\�&DUH��8QLQVXUHG�'LVFRXQWV�DQG�2WKHU�$GMXVWPHQWV�WR�5HYHQXH���&ROOHFWLRQ�RI�UHFHLYDEOHV�IURP�WKLUG�SDUW\�
SD\HUV�DQG�SDWLHQWV�LV�RXU�SULPDU\�VRXUFH�RI�FDVK�DQG�LV�FULWLFDO�WR�RXU�RSHUDWLQJ�SHUIRUPDQFH��2XU�SULPDU\�FROOHFWLRQ�ULVNV�UHODWH�WR�
XQLQVXUHG�SDWLHQWV�DQG�WKH�SRUWLRQ�RI�WKH�ELOO�ZKLFK�LV�WKH�SDWLHQW¶V�UHVSRQVLELOLW\��SULPDULO\�FR�SD\PHQWV�DQG�GHGXFWLEOHV��:H�HVWLPDWH�
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RXU�UHYHQXH�DGMXVWPHQWV�IRU�LPSOLFLW�SULFH�FRQFHVVLRQV�EDVHG�RQ�JHQHUDO�IDFWRUV�VXFK�DV�SD\HU�PL[��WKH�DJLQJ�RI�WKH�UHFHLYDEOHV�DQG�
KLVWRULFDO�FROOHFWLRQ�H[SHULHQFH��FRQVLVWHQW�ZLWK�RXU�HVWLPDWHV�IRU�SURYLVLRQ�IRU�GRXEWIXO�DFFRXQWV�XQGHU�$6&������:H�URXWLQHO\�
UHYLHZ�DFFRXQWV�UHFHLYDEOH�EDODQFHV�LQ�FRQMXQFWLRQ�ZLWK�WKHVH�IDFWRUV�DQG�RWKHU�HFRQRPLF�FRQGLWLRQV�ZKLFK�PLJKW�XOWLPDWHO\�DIIHFW�WKH�
FROOHFWDELOLW\�RI�WKH�SDWLHQW�DFFRXQWV�DQG�PDNH�DGMXVWPHQWV�WR�RXU�DOORZDQFHV�DV�ZDUUDQWHG��$W�RXU�DFXWH�FDUH�KRVSLWDOV��WKLUG�SDUW\�
OLDELOLW\�DFFRXQWV�DUH�SXUVXHG�XQWLO�DOO�SD\PHQW�DQG�DGMXVWPHQWV�DUH�SRVWHG�WR�WKH�SDWLHQW�DFFRXQW��)RU�WKRVH�DFFRXQWV�ZLWK�D�SDWLHQW�
EDODQFH�DIWHU�WKLUG�SDUW\�OLDELOLW\�LV�ILQDOL]HG�RU�DFFRXQWV�IRU�XQLQVXUHG�SDWLHQWV��WKH�SDWLHQW�UHFHLYHV�VWDWHPHQWV�DQG�FROOHFWLRQ�OHWWHUV���

8QGHU�$6&������RXU�KRVSLWDOV�HVWDEOLVKHG�D�SDUWLDO�UHVHUYH�IRU�VHOI�SD\�DFFRXQWV�LQ�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�IRU�ERWK�
XQELOOHG�EDODQFHV�DQG�WKRVH�WKDW�KDYH�EHHQ�ELOOHG�DQG�ZHUH�XQGHU����GD\V�ROG��$OO�VHOI�SD\�DFFRXQWV�ZHUH�IXOO\�UHVHUYHG�DW����GD\V�
IURP�WKH�GDWH�RI�GLVFKDUJH��7KLUG�SDUW\�OLDELOLW\�DFFRXQWV�ZHUH�IXOO\�UHVHUYHG�LQ�WKH�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�ZKHQ�WKH�EDODQFH�
DJHG�SDVW�����GD\V�IURP�WKH�GDWH�RI�GLVFKDUJH��3DWLHQWV�WKDW�H[SUHVV�DQ�LQDELOLW\�WR�SD\�ZHUH�UHYLHZHG�IRU�SRWHQWLDO�VRXUFHV�RI�ILQDQFLDO�
DVVLVWDQFH�LQFOXGLQJ�RXU�FKDULW\�FDUH�SROLF\��,I�WKH�SDWLHQW�ZDV�GHHPHG�XQZLOOLQJ�WR�SD\��WKH�DFFRXQW�ZDV�ZULWWHQ�RII�DV�EDG�GHEW�DQG�
WUDQVIHUUHG�WR�DQ�RXWVLGH�FROOHFWLRQ�DJHQF\�IRU�DGGLWLRQDO�FROOHFWLRQ�HIIRUW���8QGHU�$6&������ZKLOH�VLPLODU�SURFHVVHV�DQG�
PHWKRGRORJLHV�DUH�FRQVLGHUHG��WKHVH�UHYHQXH�DGMXVWPHQWV�DUH�FRQVLGHUHG�DW�WKH�WLPH�WKH�VHUYLFHV�DUH�SURYLGHG�LQ�GHWHUPLQDWLRQ�RI�WKH�
WUDQVDFWLRQ�SULFH��

+LVWRULFDOO\��D�VLJQLILFDQW�SRUWLRQ�RI�WKH�SDWLHQWV�WUHDWHG�WKURXJKRXW�RXU�SRUWIROLR�RI�DFXWH�FDUH�KRVSLWDOV�DUH�XQLQVXUHG�SDWLHQWV�
ZKLFK��LQ�SDUW��KDV�UHVXOWHG�IURP�SDWLHQWV�ZKR�DUH�HPSOR\HG�EXW�GR�QRW�KDYH�KHDOWK�LQVXUDQFH�RU�ZKR�KDYH�SROLFLHV�ZLWK�UHODWLYHO\�KLJK�
GHGXFWLEOHV��3DWLHQWV�WUHDWHG�DW�RXU�KRVSLWDOV�IRU�QRQ�HOHFWLYH�VHUYLFHV��ZKR�KDYH�JURVV�LQFRPH�RI�YDULRXV�DPRXQWV��GHSHQGHQW�XSRQ�WKH�
VWDWH��UDQJLQJ�IURP������WR������RI�WKH�IHGHUDO�SRYHUW\�JXLGHOLQHV��DUH�GHHPHG�HOLJLEOH�IRU�FKDULW\�FDUH��7KH�IHGHUDO�SRYHUW\�
JXLGHOLQHV�DUH�HVWDEOLVKHG�E\�WKH�IHGHUDO�JRYHUQPHQW�DQG�DUH�EDVHG�RQ�LQFRPH�DQG�IDPLO\�VL]H��%HFDXVH�ZH�GR�QRW�SXUVXH�FROOHFWLRQ�RI�
DPRXQWV�WKDW�TXDOLI\�DV�FKDULW\�FDUH��WKH�WUDQVDFWLRQ�SULFH�LV�IXOO\�DGMXVWHG�DQG�WKHUH�LV�QR�LPSDFW�LQ�RXU�QHW�UHYHQXHV�RU�LQ�RXU�DFFRXQWV�
UHFHLYDEOH��QHW��

$�SRUWLRQ�RI�WKH�DFFRXQWV�UHFHLYDEOH�DW�RXU�DFXWH�FDUH�IDFLOLWLHV�DUH�FRPSULVHG�RI�0HGLFDLG�DFFRXQWV�WKDW�DUH�SHQGLQJ�DSSURYDO�
IURP�WKLUG�SDUW\�SD\HUV�EXW�ZH�DOVR�KDYH�VPDOOHU�DPRXQWV�GXH�IURP�RWKHU�PLVFHOODQHRXV�SD\HUV�VXFK�DV�FRXQW\�LQGLJHQW�SURJUDPV�LQ�
FHUWDLQ�VWDWHV��2XU�SDWLHQW�UHJLVWUDWLRQ�SURFHVV�LQFOXGHV�DQ�LQWHUYLHZ�RI�WKH�SDWLHQW�RU�WKH�SDWLHQW¶V�UHVSRQVLEOH�SDUW\�DW�WKH�WLPH�RI�
UHJLVWUDWLRQ��$W�WKDW�WLPH��DQ�LQVXUDQFH�HOLJLELOLW\�GHWHUPLQDWLRQ�LV�PDGH�DQG�DQ�LQVXUDQFH�SODQ�FRGH�LV�DVVLJQHG��7KHUH�DUH�YDULRXV�SUH�
HVWDEOLVKHG�LQVXUDQFH�SURILOHV�LQ�RXU�SDWLHQW�DFFRXQWLQJ�V\VWHP�ZKLFK�GHWHUPLQH�WKH�H[SHFWHG�LQVXUDQFH�UHLPEXUVHPHQW�IRU�HDFK�
SDWLHQW�EDVHG�RQ�WKH�LQVXUDQFH�SODQ�FRGH�DVVLJQHG�DQG�WKH�VHUYLFHV�UHQGHUHG��&HUWDLQ�SDWLHQWV�PD\�EH�FODVVLILHG�DV�0HGLFDLG�SHQGLQJ�DW�
UHJLVWUDWLRQ�EDVHG�XSRQ�D�VFUHHQLQJ�HYDOXDWLRQ�LI�ZH�DUH�XQDEOH�WR�GHILQLWLYHO\�GHWHUPLQH�LI�WKH\�DUH�FXUUHQWO\�0HGLFDLG�HOLJLEOH��:KHQ�
D�SDWLHQW�LV�UHJLVWHUHG�DV�0HGLFDLG�HOLJLEOH�RU�0HGLFDLG�SHQGLQJ��RXU�SDWLHQW�DFFRXQWLQJ�V\VWHP�UHFRUGV�QHW�UHYHQXHV�IRU�VHUYLFHV�
SURYLGHG�WR�WKDW�SDWLHQW�EDVHG�XSRQ�WKH�HVWDEOLVKHG�0HGLFDLG�UHLPEXUVHPHQW�UDWHV��VXEMHFW�WR�WKH�XOWLPDWH�GLVSRVLWLRQ�RI�WKH�SDWLHQW¶V�
0HGLFDLG�HOLJLELOLW\��:KHQ�WKH�SDWLHQW¶V�XOWLPDWH�HOLJLELOLW\�LV�GHWHUPLQHG��UHFODVVLILFDWLRQV�PD\�RFFXU�ZKLFK�LPSDFWV�QHW�UHYHQXHV�LQ�
IXWXUH�SHULRGV��$OWKRXJK�WKH�SDWLHQW¶V�XOWLPDWH�HOLJLELOLW\�GHWHUPLQDWLRQ�PD\�UHVXOW�LQ�DGMXVWPHQWV�WR�QHW�UHYHQXHV��WKHVH�DGMXVWPHQWV�
GR�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�LQ������������RU������VLQFH�RXU�IDFLOLWLHV�PDNH�HVWLPDWHV�DW�HDFK�ILQDQFLDO�
UHSRUWLQJ�SHULRG�WR�DGMXVW�UHYHQXH�EDVHG�RQ�KLVWRULFDO�FROOHFWLRQV���8QGHU�$6&������WKHVH�HVWLPDWHV�ZHUH�UHSRUWHG�LQ�WKH�SURYLVLRQ�IRU�
GRXEWIXO�DFFRXQWV��

:H�DOVR�SURYLGH�GLVFRXQWV�WR�XQLQVXUHG�SDWLHQWV��LQFOXGHG�LQ�³XQLQVXUHG�GLVFRXQWV´�DPRXQWV�EHORZ��ZKR�GR�QRW�TXDOLI\�IRU�
0HGLFDLG�RU�FKDULW\�FDUH��%HFDXVH�ZH�GR�QRW�SXUVXH�FROOHFWLRQ�RI�DPRXQWV�FODVVLILHG�DV�XQLQVXUHG�GLVFRXQWV��WKH�WUDQVDFWLRQ�SULFH�LV�
IXOO\�DGMXVWHG�DQG�WKHUH�LV�QR�LPSDFW�LQ�RXU�QHW�UHYHQXHV�RU�LQ�RXU�QHW�DFFRXQWV�UHFHLYDEOH��,Q�LPSOHPHQWLQJ�WKH�GLVFRXQW�SROLF\��ZH�
ILUVW�DWWHPSW�WR�TXDOLI\�XQLQVXUHG�SDWLHQWV�IRU�JRYHUQPHQWDO�SURJUDPV��FKDULW\�FDUH�RU�DQ\�RWKHU�GLVFRXQW�SURJUDP��,I�DQ�XQLQVXUHG�
SDWLHQW�GRHV�QRW�TXDOLI\�IRU�WKHVH�SURJUDPV��WKH�XQLQVXUHG�GLVFRXQW�LV�DSSOLHG���

Uncompensated care (charity care and uninsured discounts): 

7KH�IROORZLQJ�WDEOH�VKRZV�WKH�DPRXQWV�UHFRUGHG�DW�RXU�DFXWH�FDUH�KRVSLWDOV�IRU�FKDULW\�FDUH�DQG�XQLQVXUHG�GLVFRXQWV��EDVHG�RQ�
FKDUJHV�DW�HVWDEOLVKHG�UDWHV��IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������
�
�� � �GROODU�DPRXQWV�LQ�WKRXVDQGV�� ��
�� � ����� �� � ����� �� �� ����� ��
�� � $PRXQW� � � �� �� � $PRXQW� � � �� �� �� $PRXQW� � � �� ��
&KDULW\�FDUH� � � �������� � � ���� � �������� � � ��������� �������� � � ���
8QLQVXUHG�GLVFRXQWV� � � ���������� � � ���� � ���������� � � ��������� �������� � � ���
7RWDO�XQFRPSHQVDWHG�FDUH� � ����������� � � ����� ����������� � � �������������������� � � ����



����

The estimated cost of providing uncompensated care: 

7KH�HVWLPDWHG�FRVW�RI�SURYLGLQJ�XQFRPSHQVDWHG�FDUH��DV�UHIOHFWHG�EHORZ��ZHUH�EDVHG�RQ�D�FDOFXODWLRQ�ZKLFK�PXOWLSOLHG�WKH�
SHUFHQWDJH�RI�RSHUDWLQJ�H[SHQVHV�IRU�RXU�DFXWH�FDUH�KRVSLWDOV�WR�JURVV�FKDUJHV�IRU�WKRVH�KRVSLWDOV�E\�WKH�DERYH�PHQWLRQHG�WRWDO�
XQFRPSHQVDWHG�FDUH�DPRXQWV��7KH�SHUFHQWDJH�RI�FRVW�WR�JURVV�FKDUJHV�LV�FDOFXODWHG�EDVHG�RQ�WKH�WRWDO�RSHUDWLQJ�H[SHQVHV�IRU�RXU�DFXWH�
FDUH�IDFLOLWLHV�GLYLGHG�E\�JURVV�SDWLHQW�VHUYLFH�UHYHQXH�IRU�WKRVH�IDFLOLWLHV��$Q�LQFUHDVH�LQ�WKH�OHYHO�RI�XQLQVXUHG�SDWLHQWV�WR�RXU�
IDFLOLWLHV�DQG�WKH�UHVXOWLQJ�DGYHUVH�WUHQGV�LQ�WKH�DGMXVWPHQWV�WR�QHW�UHYHQXHV�DQG�XQFRPSHQVDWHG�FDUH�SURYLGHG�FRXOG�KDYH�D�PDWHULDO�
XQIDYRUDEOH�LPSDFW�RQ�RXU�IXWXUH�RSHUDWLQJ�UHVXOWV��
�

�� � �DPRXQWV�LQ�WKRXVDQGV�� �
�� � ����� � � ����� ���� ����� �
(VWLPDWHG�FRVW�RI�SURYLGLQJ�FKDULW\�FDUH� � � ������� � � ������������� ��������
(VWLPDWHG�FRVW�RI�SURYLGLQJ�XQLQVXUHG�GLVFRXQWV�UHODWHG�FDUH� � � �������� � � �������������� ��������
(VWLPDWHG�FRVW�RI�SURYLGLQJ�XQFRPSHQVDWHG�FDUH� � � �������� � � �������������� ��������

2XU�DFFRXQWV�UHFHLYDEOH�DV�RI�'HFHPEHU����������DQG�'HFHPEHU����������LQFOXGH�DPRXQWV�GXH�IURP�,OOLQRLV�RI�DSSUR[LPDWHO\�
����PLOOLRQ�DQG�����PLOOLRQ��UHVSHFWLYHO\��&ROOHFWLRQ�RI�WKH�RXWVWDQGLQJ�UHFHLYDEOHV�FRQWLQXHV�WR�EH�GHOD\HG�GXH�WR�VWDWH�EXGJHWDU\�DQG�
IXQGLQJ�SUHVVXUHV��$SSUR[LPDWHO\�����PLOOLRQ�DV�RI�HDFK�RI�'HFHPEHU����������DQG�������RI�WKH�UHFHLYDEOHV�GXH�IURP�,OOLQRLV�ZHUH�
RXWVWDQGLQJ�LQ�H[FHVV�RI����GD\V��DV�RI�HDFK�UHVSHFWLYH�GDWH��$OWKRXJK�WKH�DFFRXQWV�UHFHLYDEOH�GXH�IURP�,OOLQRLV�FRXOG�UHPDLQ�
RXWVWDQGLQJ�IRU�WKH�IRUHVHHDEOH�IXWXUH��VLQFH�ZH�H[SHFW�WR�HYHQWXDOO\�FROOHFW�DOO�DPRXQWV�GXH�WR�XV��QR�UHODWHG�UHVHUYHV�KDYH�EHHQ�
HVWDEOLVKHG�LQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��+RZHYHU��ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�HYHQWXDOO\�FROOHFW�DOO�DPRXQWV�
GXH�WR�XV�IURP�,OOLQRLV��)DLOXUH�WR�XOWLPDWHO\�FROOHFW�DOO�RXWVWDQGLQJ�DPRXQWV�GXH�WR�XV�IURP�,OOLQRLV�ZRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�
RXU�IXWXUH�FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV�DQG�FDVK�IORZV��

'��&RQFHQWUDWLRQ�RI�5HYHQXHV��2XU�VL[�DFXWH�FDUH�KRVSLWDOV�LQ�WKH�/DV�9HJDV��1HYDGD�PDUNHW�FRQWULEXWHG��RQ�D�FRPELQHG�
EDVLV������LQ�����������LQ������DQG�����LQ������RI�RXU�FRQVROLGDWHG�QHW�UHYHQXHV���

(��&DVK��&DVK�(TXLYDOHQWV�DQG�5HVWULFWHG�&DVK���:H�FRQVLGHU�DOO�KLJKO\�OLTXLG�LQYHVWPHQWV�SXUFKDVHG�ZLWK�PDWXULWLHV�RI�
WKUHH�PRQWKV�RU�OHVV�WR�EH�FDVK�HTXLYDOHQWV����

&DVK��FDVK�HTXLYDOHQWV��DQG�UHVWULFWHG�FDVK�DV�UHSRUWHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FDVK�IORZV�DUH�SUHVHQWHG�VHSDUDWHO\�RQ�
RXU�FRQVROLGDWHG�EDODQFH�VKHHWV�DV�IROORZ��

�� � �DPRXQWV�LQ�WKRXVDQGV�� �
�� � ����� � � ����� ���� ����� �
&DVK�DQG�FDVK�HTXLYDOHQWV� � � ������� � � �������������� �������
5HVWULFWHG�FDVK��D�� � � ������� � � ����������� �� �������
7RWDO�FDVK��FDVK�HTXLYDOHQWV�DQG�UHVWULFWHG�FDVK� � � �������� � � �������������� ��������

�
�D�� 5HVWULFWHG�FDVK�LV�LQFOXGHG�LQ�RWKHU�DVVHWV�RQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHW�DQG�FRQVLVWV�RI�VWDWXWRULO\�

UHTXLUHG�FDSLWDO�UHVHUYHV�UHODWHG�WR�RXU�FRPPHUFLDO�LQVXUDQFH�VXEVLGLDU\��
�

7KH�IDLU�YDOXH�RI�RXU�UHVWULFWHG�FDVK�ZDV�FRPSXWHG�EDVHG�XSRQ�TXRWHV�UHFHLYHG�IURP�ILQDQFLDO�LQVWLWXWLRQV��:H�FRQVLGHU�WKHVH�
WR�EH�³OHYHO��´�LQ�WKH�IDLU�YDOXH�KLHUDUFK\�DV�RXWOLQHG�LQ�WKH�DXWKRULWDWLYH�JXLGDQFH�IRU�GLVFORVXUHV�LQ�FRQQHFWLRQ�ZLWK�ILQDQFLDO�
VHFXULWLHV�� �

)��3URSHUW\�DQG�(TXLSPHQW��3URSHUW\�DQG�HTXLSPHQW�DUH�VWDWHG�DW�FRVW��([SHQGLWXUHV�IRU�UHQHZDOV�DQG�LPSURYHPHQWV�DUH�
FKDUJHG�WR�WKH�SURSHUW\�DFFRXQWV��5HSODFHPHQWV��PDLQWHQDQFH�DQG�UHSDLUV�ZKLFK�GR�QRW�LPSURYH�RU�H[WHQG�WKH�OLIH�RI�WKH�UHVSHFWLYH�
DVVHW�DUH�H[SHQVHG�DV�LQFXUUHG��:H�UHPRYH�WKH�FRVW�DQG�WKH�UHODWHG�DFFXPXODWHG�GHSUHFLDWLRQ�IURP�WKH�DFFRXQWV�IRU�DVVHWV�VROG�RU�
UHWLUHG�DQG�WKH�UHVXOWLQJ�JDLQV�RU�ORVVHV�DUH�LQFOXGHG�LQ�WKH�UHVXOWV�RI�RSHUDWLRQV��&RQVWUXFWLRQ�LQ�SURJUHVV�LQFOXGHV�ERWK�FRQVWUXFWLRQ�
SURMHFWV�DQG�HTXLSPHQW�QRW�\HW�SODFHG�LQWR�VHUYLFH��

�
6HH�Provision for Asset Impairment-Foundations Recovery Network, LQ I) Other Assets and Intangible Assets EHORZ��IRU�

DGGLWLRQDO�GLVFORVXUH�UHODWHG�WR�D�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGHG�GXULQJ������WR�UHGXFH�WKH�FDUU\LQJ�YDOXH�RI�UHDO�SURSHUW\�
DVVHWV�RI�FHUWDLQ�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&��IDFLOLWLHV���

���������������
:KLOH�LQ�SURJUHVV��ZH�FDSLWDOL]HG�LQWHUHVW�RQ�PDMRU�FRQVWUXFWLRQ�SURMHFWV�DQG�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�

LQIRUPDWLRQ�WHFKQRORJ\�DSSOLFDWLRQV�DPRXQWLQJ�WR������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ�������

'HSUHFLDWLRQ�LV�SURYLGHG�RQ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�HVWLPDWHG�XVHIXO�OLYHV�RI�EXLOGLQJV�DQG�LPSURYHPHQWV��WZHQW\�WR�
IRUW\�\HDUV��DQG�HTXLSPHQW��WKUHH�WR�ILIWHHQ�\HDUV���'HSUHFLDWLRQ�H[SHQVH�ZDV��������PLOOLRQ�GXULQJ��������������PLOOLRQ�GXULQJ������
DQG��������PLOOLRQ�GXULQJ��������



����

*��/RQJ�/LYHG�$VVHWV���:H�UHYLHZ�RXU�ORQJ�OLYHG�DVVHWV��LQFOXGLQJ�LQWDQJLEOH�DVVHWV��IRU�LPSDLUPHQW�ZKHQHYHU�HYHQWV�RU�
FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�YDOXH�RI�WKHVH�DVVHWV�PD\�QRW�EH�UHFRYHUDEOH��7KH�DVVHVVPHQW�RI�SRVVLEOH�LPSDLUPHQW�LV�EDVHG�
RQ�RXU�DELOLW\�WR�UHFRYHU�WKH�FDUU\LQJ�YDOXH�RI�RXU�DVVHW�EDVHG�RQ�RXU�HVWLPDWH�RI�LWV�XQGLVFRXQWHG�IXWXUH�FDVK�IORZ��,I�WKH�DQDO\VLV�
LQGLFDWHV�WKDW�WKH�FDUU\LQJ�YDOXH�LV�QRW�UHFRYHUDEOH�IURP�IXWXUH�FDVK�IORZV��WKH�DVVHW�LV�ZULWWHQ�GRZQ�WR�LWV�HVWLPDWHG�IDLU�YDOXH�DQG�DQ�
LPSDLUPHQW�ORVV�LV�UHFRJQL]HG��)DLU�YDOXHV�DUH�GHWHUPLQHG�EDVHG�RQ�HVWLPDWHG�IXWXUH�FDVK�IORZV�XVLQJ�DSSURSULDWH�GLVFRXQW�UDWHV��

+��*RRGZLOO���*RRGZLOO�LV�UHYLHZHG�IRU�LPSDLUPHQW�DW�WKH�UHSRUWLQJ�XQLW�OHYHO�RQ�DQ�DQQXDO�EDVLV�RU�VRRQHU�LI�WKH�LQGLFDWRUV�RI�
LPSDLUPHQW�DULVH��2XU�MXGJPHQWV�UHJDUGLQJ�WKH�H[LVWHQFH�RI�LPSDLUPHQW�LQGLFDWRUV�DUH�EDVHG�RQ�PDUNHW�FRQGLWLRQV�DQG�RSHUDWLRQDO�
SHUIRUPDQFH�RI�HDFK�UHSRUWLQJ�XQLW���:H�KDYH�GHVLJQDWHG�2FWREHU��VW�DV�RXU�DQQXDO�LPSDLUPHQW�DVVHVVPHQW�GDWH�DQG�SHUIRUPHG�
TXDQWLWDWLYH�LPSDLUPHQW�DVVHVVPHQWV�DV�RI�2FWREHU���������ZKLFK�LQGLFDWHG�QR�LPSDLUPHQW�RI�JRRGZLOO���7KHUH�ZHUH�DOVR�QR�JRRGZLOO�
LPSDLUPHQWV�GXULQJ������RU�������)XWXUH�FKDQJHV�LQ�WKH�HVWLPDWHV�XVHG�WR�FRQGXFW�WKH�LPSDLUPHQW�UHYLHZV��LQFOXGLQJ�SURILWDELOLW\�DQG�
PDUNHW�YDOXH�SURMHFWLRQV��FRXOG�LQGLFDWH�LPSDLUPHQW�LQ�IXWXUH�SHULRGV�SRWHQWLDOO\�UHVXOWLQJ�LQ�D�ZULWH�RII�RI�D�SRUWLRQ�RU�DOO�RI�RXU�
JRRGZLOO���

&KDQJHV�LQ�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�IRU�WKH�WZR�\HDUV�HQGHG�'HFHPEHU����������ZHUH�DV�IROORZV��LQ�WKRXVDQGV���
�

�� �
$FXWH�&DUH�
6HUYLFHV � �

%HKDYLRUDO�
+HDOWK�
6HUYLFHV� ����

7RWDO�
&RQVROLGDWHG �

%DODQFH��-DQXDU\��������� � � �������� � � ���������������� ����������
*RRGZLOO�DFTXLUHG�GXULQJ�WKH�SHULRG� � � ���� � � ������������� �������
*RRGZLOO�GLYHVWHG�GXULQJ�WKH�SHULRG� � � ²� � � ������������� �������
$GMXVWPHQWV�WR�JRRGZLOO��D�� � � ��� � � �������������� ��������
%DODQFH��'HFHPEHU���������� � � �������� � � ���������������� ����������
*RRGZLOO�DFTXLUHG�GXULQJ�WKH�SHULRG� � � ������ � � �������� ������
*RRGZLOO�GLYHVWHG�GXULQJ�WKH�SHULRG� � � �� � � �������� ��
$GMXVWPHQWV�WR�JRRGZLOO��D�� � � ��� � � ������������� �������
%DODQFH��'HFHPEHU���������� � � �������� � � ���������������� ����������

�D�� �7KH�LQFUHDVH��GHFUHDVH��LQ�WKH�%HKDYLRUDO�+HDOWK�6HUYLFHV¶�JRRGZLOO�FRQVLVWV�SULPDULO\�RI�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�
DGMXVWPHQWV��

,��2WKHU�$VVHWV�DQG�,QWDQJLEOH�$VVHWV���2WKHU�DVVHWV�FRQVLVW�SULPDULO\�RI�DPRXQWV�UHODWHG�WR���L��LQWDQJLEOH�DVVHWV�DFTXLUHG�LQ�
FRQQHFWLRQ�ZLWK�RXU�DFTXLVLWLRQV�RI�&DPELDQ�*URXS��3/&¶V�DGXOW�VHUYLFHV¶�GLYLVLRQ��)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&��
�³)RXQGDWLRQV´��GXULQJ�������$VFHQG�+HDOWK�&RUSRUDWLRQ�GXULQJ������DQG�3V\FKLDWULF�6ROXWLRQV��,QF��GXULQJ��������LL��SUHSDLG�IHHV�
IRU�YDULRXV�VRIWZDUH�DQG�RWKHU�DSSOLFDWLRQV�XVHG�E\�RXU�KRVSLWDOV���LLL��FRVWV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�WKH�SXUFKDVH�DQG�
LPSOHPHQWDWLRQ�RI�DQ�HOHFWURQLF�KHDOWK�UHFRUGV�DSSOLFDWLRQ�IRU�HDFK�RI�RXU�DFXWH�FDUH�IDFLOLWLHV���LY��VWDWXWRULO\�UHTXLUHG�FDSLWDO�UHVHUYHV�
UHODWHG�WR�RXU�FRPPHUFLDO�LQVXUDQFH�VXEVLGLDU\������PLOOLRQ�DV�RI�'HFHPEHU�������������Y��GHSRVLWV���YL��LQYHVWPHQWV�LQ�YDULRXV�
EXVLQHVVHV��LQFOXGLQJ�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW�����PLOOLRQ�DV�RI�'HFHPEHU�����������DQG�3UHPLHU��,QF�������PLOOLRQ�DV�RI�
'HFHPEHU�������������YLL��WKH�LQYHVWHG�DVVHWV�UHODWHG�WR�D�GHIHUUHG�FRPSHQVDWLRQ�SODQ�WKDW�LV�KHOG�E\�DQ�LQGHSHQGHQW�WUXVWHH�LQ�D�UDEEL�
WUXVW�DQG�WKDW�KDV�D�UHODWHG�SD\DEOH�LQFOXGHG�LQ�RWKHU�QRQFXUUHQW�OLDELOLWLHV��DQG���YLLL��RWKHU�PLVFHOODQHRXV�DVVHWV��

,QWDQJLEOH�DVVHWV�DUH�UHYLHZHG�IRU�LPSDLUPHQW�RQ�DQ�DQQXDO�EDVLV�RU�VRRQHU�LI�WKH�LQGLFDWRUV�RI�LPSDLUPHQW�DULVH��2XU�MXGJPHQWV�
UHJDUGLQJ�WKH�H[LVWHQFH�RI�LPSDLUPHQW�LQGLFDWRUV�DUH�EDVHG�RQ�PDUNHW�FRQGLWLRQV�DQG�RSHUDWLRQDO�SHUIRUPDQFH�RI�HDFK�DVVHW���:H�KDYH�
GHVLJQDWHG�2FWREHU��VW�DV�RXU�DQQXDO�LPSDLUPHQW�DVVHVVPHQW�GDWH�DQG�SHUIRUPHG�LPSDLUPHQW�DVVHVVPHQWV�DV�RI�2FWREHU����������
'XULQJ������DQG�������ZH�UHFRUGHG�SURYLVLRQV�IRU�DVVHW�LPSDLUPHQWV�UHODWHG�WR�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&���DV�GLVFXVVHG�
EHORZ��7KHUH�ZHUH�QR�LPSDLUPHQWV�UHFRUGHG�GXULQJ�������
     

 Provision for Asset Impairment-Foundations Recovery Network: 
2XU�ILQDQFLDO�UHVXOWV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG������LQFOXGH�SUH�WD[�SURYLVLRQV�IRU�DVVHW�LPSDLUPHQWV�RI�

DSSUR[LPDWHO\�����PLOOLRQ�DQG�����PLOOLRQ��UHVSHFWLYHO\��UHFRUGHG�LQ�FRQQHFWLRQ�ZLWK�)RXQGDWLRQV�5HFRYHU\�1HWZRUN��/�/�&��
�³)RXQGDWLRQV´���ZKLFK�ZDV�DFTXLUHG�E\�XV�LQ������� 

7KH�SUH�WD[�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGLQJ�GXULQJ������LQFOXGHV���L��D�����PLOOLRQ�LPSDLUPHQW�SURYLVLRQ�WR�ZULWH�RII�
WKH�FDUU\LQJ�YDOXH�RI�WKH�)RXQGDWLRQV¶�WUDGHQDPH�LQWDQJLEOH�DVVHW��DQG���LL��D�����PLOOLRQ�LPSDLUPHQW�SURYLVLRQ�WR�UHGXFH�WKH�FDUU\LQJ�
YDOXH�RI�UHDO�SURSHUW\�DVVHWV�RI�FHUWDLQ�)RXQGDWLRQV¶�IDFLOLWLHV��7KH�����PLOOLRQ�SUH�WD[�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGHG�GXULQJ�
�����UHGXFHG�WKH�FDUU\LQJ�YDOXH�RI�D�WUDGHQDPH�LQWDQJLEOH�DVVHW�WR�DSSUR[LPDWHO\�����PLOOLRQ�IURP�LWV�RULJLQDO�YDOXH�RI�DSSUR[LPDWHO\�
�����PLOOLRQ���

7KH�SURYLVLRQ� IRU� DVVHW� LPSDLUPHQW� UHFRUGHG�GXULQJ�������ZKLFK� LV� LQFOXGHG� LQ�RWKHU�RSHUDWLQJ�H[SHQVHV� LQ�RXU� FRQVROLGDWHG�
VWDWHPHQWV� RI� LQFRPH��ZDV� UHFRUGHG� DIWHU� HYDOXDWLRQ� RI� WKH� HVWLPDWHG� IDLU� YDOXH� RI� WKH� )RXQGDWLRQV¶� WUDGHQDPH� DV�ZHOO� DV� FHUWDLQ�



����

UHODWHG�UHDO�SURSHUW\�DVVHWV��7KH�SURYLVLRQ�IRU�DVVHW� LPSDLUPHQW�ZDV� LPSDFWHG�E\� WKH�IROORZLQJ�� �L��GHFLVLRQV�PDGH�E\�PDQDJHPHQW�
GXULQJ������WR�FDQFHO�WKH�RSHQLQJ�RI�IXWXUH�SODQQHG�GH�QRYR�IDFLOLWLHV���LL��UHGXFWLRQV�LQ�SURMHFWHG�IXWXUH�SDWLHQW�YROXPHV��UHYHQXHV�
DQG� FDVK� IORZV� UHVXOWLQJ� IURP� FRQWLQXHG� RSHUDWLQJ� WUHQGV� DQG� ILQDQFLDO� UHVXOWV� H[SHULHQFHG� E\� H[LVWLQJ� IDFLOLWLHV� WKDW� VLJQLILFDQWO\�
ODJJHG�H[SHFWDWLRQV��DQG���LLL��FRPSHWLWLYH�SUHVVXUHV�H[SHULHQFHG�LQ�FHUWDLQ�PDUNHWV�WKDW�ZHUH�GHHPHG�WR�EH�SHUPDQHQW���

7KH�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW�UHFRUGHG�GXULQJ�������ZKLFK�LV�DOVR�LQFOXGHG�LQ�RWKHU�RSHUDWLQJ�H[SHQVHV��ZDV�UHFRUGHG�DIWHU�
DQ�HYDOXDWLRQ��DW�WKDW�WLPH��RI�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�)RXQGDWLRQV¶�WUDGHQDPH�IRU�LWV�H[LVWLQJ�IDFLOLWLHV��FRQVLVWLQJ�RI���LQSDWLHQW�
DQG����RXWSDWLHQW�IDFLOLWLHV�DV�RI�'HFHPEHU�����������DV�ZHOO�DV�HVWLPDWHG�SODQQHG�GH�QRYRV��7KH������DVVHW�LPSDLUPHQW�FKDUJH�ZDV�
LPSDFWHG�E\�WKH�IROORZLQJ���L��WKH�ORVW�IXWXUH�UHYHQXH�DQG�FDVK�IORZV�UHVXOWLQJ�IURP�WKH�SHUPDQHQW�FORVXUH�RI�D�)RXQGDWLRQV¶�LQSDWLHQW�
IDFLOLW\� ORFDWHG� LQ�0DOLEX��&DOLIRUQLD� WKDW�ZDV� VHYHUHO\� GDPDJHG� LQ� WKH�&DOLIRUQLD�ZLOGILUHV� GXULQJ� WKH� IRXUWK� TXDUWHU� RI� ������ �LL��
UHGXFWLRQ� LQ� JURZWK� UDWHV� RI� SURMHFWHG� IXWXUH� SDWLHQW� YROXPHV�� UHYHQXHV� DQG� RSHUDWLQJ� FDVK� IORZV� EDVHG� XSRQ� SUHVVXUHV� RQ�
UHLPEXUVHPHQW� UDWHV� H[SHULHQFHG� IURP�FHUWDLQ�SD\HUV� DQG�FRPSHWLWLYH�SUHVVXUHV� H[SHULHQFHG� LQ�FHUWDLQ�PDUNHWV�� DQG�� �LLL�� UHYLVLRQV�
PDGH�WR�WKH�QXPEHU�DQG�WLPLQJ�RI�SODQQHG�GH�QRYR�IDFLOLWLHV�����

7KH�IROORZLQJ�WDEOH�VKRZV�WKH�DPRXQWV�UHFRUGHG�DV�QHW�LQWDQJLEOH�DVVHWV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG�������
�� �� �DPRXQWV�LQ�WKRXVDQGV�� �
�� �� ����� ���� ����� �
7UDGHQDPHV� �� � ²���� �� �������
0HGLFDUH�OLFHQVHV� �� � ���������� �� �������
&HUWLILFDWHV�RI�QHHG� �� � ��������� �� �������
&RQWUDFW�UHODWLRQVKLSV�DQG�RWKHU��QHW�RI���������DQG���������
RI�DFFXPXODWHG�DPRUWL]DWLRQ�IRU������DQG�������UHVSHFWLYHO\� �� � ���������� �� �������
1HW�,QWDQJLEOH�$VVHWV� �� � ���������� �� ������� �

-��6XSSOLHV���6XSSOLHV��ZKLFK�FRQVLVW�SULPDULO\�RI�PHGLFDO�VXSSOLHV��DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW��ILUVW�LQ��ILUVW�RXW�EDVLV��RU�
PDUNHW��

.��6HOI�,QVXUHG�2WKHU�,QVXUDQFH�5LVNV���:H�SURYLGH�IRU�VHOI�LQVXUHG�ULVNV��SULPDULO\�JHQHUDO�DQG�SURIHVVLRQDO�OLDELOLW\�FODLPV�
DQG�ZRUNHUV¶�FRPSHQVDWLRQ�FODLPV��2XU�HVWLPDWHG�OLDELOLW\�IRU�VHOI�LQVXUHG�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�LV�EDVHG�RQ�D�
QXPEHU�RI�IDFWRUV�LQFOXGLQJ��DPRQJ�RWKHU�WKLQJV��WKH�QXPEHU�RI�DVVHUWHG�FODLPV�DQG�UHSRUWHG�LQFLGHQWV��HVWLPDWHV�RI�ORVVHV�IRU�WKHVH�
FODLPV�EDVHG�RQ�UHFHQW�DQG�KLVWRULFDO�VHWWOHPHQW�DPRXQWV��HVWLPDWH�RI�LQFXUUHG�EXW�QRW�UHSRUWHG�FODLPV�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH��
DQG�HVWLPDWHV�RI�DPRXQWV�UHFRYHUDEOH�XQGHU�RXU�FRPPHUFLDO�LQVXUDQFH�SROLFLHV��$OO�UHOHYDQW�LQIRUPDWLRQ��LQFOXGLQJ�RXU�RZQ�KLVWRULFDO�
H[SHULHQFH�LV�XVHG�LQ�HVWLPDWLQJ�WKH�H[SHFWHG�DPRXQW�RI�FODLPV��:KLOH�ZH�FRQWLQXRXVO\�PRQLWRU�WKHVH�IDFWRUV��RXU�XOWLPDWH�OLDELOLW\�IRU�
SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�FRXOG�FKDQJH�PDWHULDOO\�IURP�RXU�FXUUHQW�HVWLPDWHV�GXH�WR�LQKHUHQW�XQFHUWDLQWLHV�LQYROYHG�LQ�
PDNLQJ�WKLV�HVWLPDWH��2XU�HVWLPDWHG�VHOI�LQVXUHG�UHVHUYHV�DUH�UHYLHZHG�DQG�FKDQJHG��LI�QHFHVVDU\��DW�HDFK�UHSRUWLQJ�GDWH�DQG�FKDQJHV�
DUH�UHFRJQL]HG�FXUUHQWO\�DV�DGGLWLRQDO�H[SHQVH�RU�DV�D�UHGXFWLRQ�RI�H[SHQVH��6HH�1RWH�����Commitments and Contingencies IRU�
GLVFXVVLRQ�RI�DGMXVWPHQWV�WR�RXU�SULRU�\HDU�UHVHUYHV�IRU�FODLPV�UHODWHG�WR�RXU�VHOI�LQVXUHG�JHQHUDO�DQG�SURIHVVLRQDO�OLDELOLW\�DQG�
ZRUNHUV¶�FRPSHQVDWLRQ�OLDELOLW\��

,Q�DGGLWLRQ��ZH�DOVR���L��RZQ�FRPPHUFLDO�KHDOWK�LQVXUHUV�KHDGTXDUWHUHG�LQ�1HYDGD�DQG�3XHUWR�5LFR��DQG���LL��PDLQWDLQ�VHOI�
LQVXUHG�HPSOR\HH�EHQHILWV�SURJUDPV�IRU�HPSOR\HH�KHDOWKFDUH�DQG�GHQWDO�FODLPV��7KH�XOWLPDWH�FRVWV�UHODWHG�WR�WKHVH�
SURJUDPV�RSHUDWLRQV�LQFOXGH�H[SHQVHV�IRU�FODLPV�LQFXUUHG�DQG�SDLG�LQ�DGGLWLRQ�WR�DQ�DFFUXDO�IRU�WKH�HVWLPDWHG�H[SHQVHV�LQFXUUHG�LQ�
FRQQHFWLRQ�ZLWK�FODLPV�LQFXUUHG�EXW�QRW�\HW�UHSRUWHG��*LYHQ�RXU�VLJQLILFDQW�LQVXUDQFH�UHODWHG�H[SRVXUH��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�
D�VKDUS�LQFUHDVH�LQ�WKH�QXPEHU�DQG�RU�VHYHULW\�RI�FODLPV�DVVHUWHG�DJDLQVW�XV�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�IXWXUH�UHVXOWV�
RI�RSHUDWLRQV��

/��,QFRPH�7D[HV���'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�UHFRJQL]HG�IRU�WKH�DPRXQW�RI�WD[HV�SD\DEOH�RU�GHGXFWLEOH�LQ�IXWXUH�
\HDUV�DV�D�UHVXOW�RI�GLIIHUHQFHV�EHWZHHQ�WKH�WD[�EDVHV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�WKHLU�UHSRUWHG�DPRXQWV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��
:H�EHOLHYH�WKDW�IXWXUH�LQFRPH�ZLOO�HQDEOH�XV�WR�UHDOL]H�RXU�GHIHUUHG�WD[�DVVHWV�QHW�RI�UHFRUGHG�YDOXDWLRQ�DOORZDQFHV�UHODWLQJ�WR�VWDWH�QHW�
RSHUDWLQJ�ORVV�FDUU\�IRUZDUGV��

:H�RSHUDWH�LQ�PXOWLSOH�MXULVGLFWLRQV�ZLWK�YDU\LQJ�WD[�ODZV��:H�DUH�VXEMHFW�WR�DXGLWV�E\�DQ\�RI�WKHVH�WD[LQJ�DXWKRULWLHV��2XU�WD[�
UHWXUQV�KDYH�EHHQ�H[DPLQHG�E\�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��³,56´��WKURXJK�WKH�\HDU�HQGHG�'HFHPEHU�����������:H�EHOLHYH�WKDW�
DGHTXDWH�DFFUXDOV�KDYH�EHHQ�SURYLGHG�IRU�IHGHUDO��IRUHLJQ�DQG�VWDWH�WD[HV��6HH�1RWH�����Income Taxes,�IRU�DGGLWLRQDO�GLVFORVXUH��

0��2WKHU�1RQFXUUHQW�/LDELOLWLHV���2WKHU�QRQFXUUHQW�OLDELOLWLHV�LQFOXGH�WKH�ORQJ�WHUP�SRUWLRQ�RI�RXU�SURIHVVLRQDO�DQG�JHQHUDO�
OLDELOLW\��ZRUNHUV¶�FRPSHQVDWLRQ�UHVHUYHV��SHQVLRQ�DQG�GHIHUUHG�FRPSHQVDWLRQ�OLDELOLWLHV��DQG�OLDELOLWLHV�LQFXUUHG�LQ�FRQQHFWLRQ�ZLWK�
VSOLW�GROODU�OLIH�LQVXUDQFH�DJUHHPHQWV�RQ�WKH�OLYHV�RI�RXU�FKLHI�H[HFXWLYH�RIILFHU�DQG�KLV�ZLIH��



����

1��5HGHHPDEOH�1RQFRQWUROOLQJ�,QWHUHVWV�DQG�1RQFRQWUROOLQJ�,QWHUHVW��$V�RI�'HFHPEHU�����������RXWVLGH�RZQHUV�KHOG�
QRQFRQWUROOLQJ��PLQRULW\�RZQHUVKLS�LQWHUHVWV�RI���L������LQ�DQ�DFXWH�FDUH�IDFLOLW\�ORFDWHG�LQ�:DVKLQJWRQ��'�&����LL��DSSUR[LPDWHO\�����
LQ�DQ�DFXWH�FDUH�IDFLOLW\�ORFDWHG�LQ�7H[DV���LLL�����������DQG�����LQ�WKUHH�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ORFDWHG�LQ�3HQQV\OYDQLD��
2KLR�DQG�:DVKLQJWRQ��UHVSHFWLYHO\��DQG���LY��DSSUR[LPDWHO\����LQ�DQ�DFXWH�FDUH�IDFLOLW\�ORFDWHG�LQ�1HYDGD��7KH�QRQFRQWUROOLQJ�
LQWHUHVW�DQG�UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVW�EDODQFHV�RI�����PLOOLRQ�DQG����PLOOLRQ��UHVSHFWLYHO\��DV�RI�'HFHPEHU�����������FRQVLVW�
SULPDULO\�RI�WKH�WKLUG�SDUW\�RZQHUVKLS�LQWHUHVWV�LQ�WKHVH�KRVSLWDOV��

�
,Q�FRQQHFWLRQ�ZLWK�WKH�WZR�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�ORFDWHG�LQ�3HQQV\OYDQLD�DQG�2KLR��WKH�PLQRULW\�RZQHUVKLS�LQWHUHVWV�

RI�ZKLFK�DUH�UHIOHFWHG�DV�UHGHHPDEOH�QRQFRQWUROOLQJ�LQWHUHVWV�RQ�RXU�&RQVROLGDWHG�%DODQFH�6KHHW��WKH�RXWVLGH�RZQHUV�KDYH�³SXW�
RSWLRQV´�WR�SXW�WKHLU�HQWLUH�RZQHUVKLS�LQWHUHVW�WR�XV�DW�DQ\�WLPH��,I�H[HUFLVHG��WKH�SXW�RSWLRQ�UHTXLUHV�XV�WR�SXUFKDVH�WKH�PLQRULW\�
PHPEHU¶V�LQWHUHVW�DW�IDLU�PDUNHW�YDOXH���

2��$FFXPXODWHG�2WKHU�&RPSUHKHQVLYH�,QFRPH��7KH�DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH��³$2&,´��FRPSRQHQW�RI�
VWRFNKROGHUV¶�HTXLW\�LQFOXGHV��QHW�XQUHDOL]HG�JDLQV�DQG�ORVVHV�RQ�HIIHFWLYH�FDVK�IORZ�KHGJHV��IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�
DQG�WKH�QHW�PLQLPXP�SHQVLRQ�OLDELOLW\�RI�D�QRQ�FRQWULEXWRU\�GHILQHG�EHQHILW�SHQVLRQ�SODQ�ZKLFK�FRYHUV�HPSOR\HHV�DW�RQH�RI�RXU�
VXEVLGLDULHV��6HH�1RWH������Pension Plan�IRU�DGGLWLRQDO�GLVFORVXUH�UHJDUGLQJ�WKH�GHILQHG�EHQHILW�SHQVLRQ�SODQ��

7KH�DPRXQWV�UHFRJQL]HG�LQ�$2&,�IRU�WKH�WZR�\HDUV�HQGHG�'HFHPEHU����������ZHUH�DV�IROORZV��LQ�WKRXVDQGV���
�

�� �

1HW�8QUHDOL]HG
*DLQV��/RVVHV��RQ
(IIHFWLYH�&DVK�
)ORZ�+HGJHV �

)RUHLJQ�
&XUUHQF\�
7UDQVODWLRQ
$GMXVWPHQW �

8QUHDOL]HG�
ORVV�RQ�

PDUNHWDEOH�
VHFXULW\� ����

0LQLPXP
3HQVLRQ�
/LDELOLW\� � �

7RWDO�
$2&, �

%DODQFH��-DQXDU\����������QHW�RI�LQFRPH�WD[� �� ������ � ������� � ������������ ������� � ������
�����DFWLYLW\�� � �� � � � � ������ � � �
3UHWD[�DPRXQW� � �� ������� � ������ � ����������� ������� � ������
,QFRPH�WD[�HIIHFW��QHW�RI�DGRSWLRQ�RI�$68��������� � �� ������ � ������� � ������������ ����� � �������
&KDQJH��QHW�RI�LQFRPH�WD[� � �� ������� � ������ � ����������� ������� � �������
%DODQFH��-DQXDU\����������QHW�RI�LQFRPH�WD[� � �� ������ � ������� � ������� �������� � ������
�����DFWLYLW\�� � �� � � � � ������ � � �
3UHWD[�DPRXQW� � �� ������� � ������� � ������� ������ � �������
,QFRPH�WD[�HIIHFW� � �� ���� � ������� � ������� ������� � �������
&KDQJH��QHW�RI�LQFRPH�WD[� � �� ������� � ������� � ������� ������ � �������
%DODQFH��'HFHPEHU�����������QHW�RI�LQFRPH�WD[� �� ���� � ������� � ������� ������� � �������

3��$FFRXQWLQJ�IRU�'HULYDWLYH�)LQDQFLDO�,QYHVWPHQWV�DQG�+HGJLQJ�$FWLYLWLHV�DQG�)RUHLJQ�&XUUHQF\�)RUZDUG�([FKDQJH�
&RQWUDFWV���:H�PDQDJH�RXU�UDWLR�RI�IL[HG�DQG�IORDWLQJ�UDWH�GHEW�ZLWK�WKH�REMHFWLYH�RI�DFKLHYLQJ�D�PL[�WKDW�PDQDJHPHQW�EHOLHYHV�LV�
DSSURSULDWH��7R�PDQDJH�WKLV�ULVN�LQ�D�FRVW�HIIHFWLYH�PDQQHU��ZH��IURP�WLPH�WR�WLPH��HQWHU�LQWR�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�LQ�ZKLFK�
ZH�DJUHH�WR�H[FKDQJH�YDULRXV�FRPELQDWLRQV�RI�IL[HG�DQG�RU�YDULDEOH�LQWHUHVW�UDWHV�EDVHG�RQ�DJUHHG�XSRQ�QRWLRQDO�DPRXQWV��:H�DFFRXQW�
IRU�RXU�GHULYDWLYH�DQG�KHGJLQJ�DFWLYLWLHV�XVLQJ�WKH�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUG�%RDUG¶V��³)$6%´��JXLGDQFH�ZKLFK�UHTXLUHV�DOO�
GHULYDWLYH�LQVWUXPHQWV��LQFOXGLQJ�FHUWDLQ�GHULYDWLYH�LQVWUXPHQWV�HPEHGGHG�LQ�RWKHU�FRQWUDFWV��WR�EH�FDUULHG�DW�IDLU�YDOXH�RQ�WKH�EDODQFH�
VKHHW��)RU�GHULYDWLYH�WUDQVDFWLRQV�GHVLJQDWHG�DV�KHGJHV��ZH�IRUPDOO\�GRFXPHQW�DOO�UHODWLRQVKLSV�EHWZHHQ�WKH�KHGJLQJ�LQVWUXPHQW�DQG�
WKH�UHODWHG�KHGJHG�LWHP��DV�ZHOO�DV�LWV�ULVN�PDQDJHPHQW�REMHFWLYH�DQG�VWUDWHJ\�IRU�XQGHUWDNLQJ�HDFK�KHGJH�WUDQVDFWLRQ��

'HULYDWLYH�LQVWUXPHQWV�GHVLJQDWHG�LQ�D�KHGJH�UHODWLRQVKLS�WR�PLWLJDWH�H[SRVXUH�WR�YDULDELOLW\�LQ�H[SHFWHG�IXWXUH�FDVK�IORZV��RU�
RWKHU�W\SHV�RI�IRUHFDVWHG�WUDQVDFWLRQV��DUH�FRQVLGHUHG�FDVK�IORZ�KHGJHV��&DVK�IORZ�KHGJHV�DUH�DFFRXQWHG�IRU�E\�UHFRUGLQJ�WKH�IDLU�YDOXH�
RI�WKH�GHULYDWLYH�LQVWUXPHQW�RQ�WKH�EDODQFH�VKHHW�DV�HLWKHU�DQ�DVVHW�RU�OLDELOLW\��ZLWK�D�FRUUHVSRQGLQJ�DPRXQW�UHFRUGHG�LQ�DFFXPXODWHG�
RWKHU�FRPSUHKHQVLYH�LQFRPH��³$2&,´��ZLWKLQ�VKDUHKROGHUV¶�HTXLW\��$PRXQWV�DUH�UHFODVVLILHG�IURP�$2&,�WR�WKH�LQFRPH�VWDWHPHQW�LQ�
WKH�SHULRG�RU�SHULRGV�WKH�KHGJHG�WUDQVDFWLRQ�DIIHFWV�HDUQLQJV��)URP�WLPH�WR�WLPH��ZH�XVH�LQWHUHVW�UDWH�GHULYDWLYHV�LQ�RXU�FDVK�IORZ�
KHGJH�WUDQVDFWLRQV��6XFK�GHULYDWLYHV�DUH�GHVLJQHG�WR�EH�KLJKO\�HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�WKH�FDVK�IORZV�UHODWHG�WR�WKH�KHGJHG�
OLDELOLW\��

)RU�KHGJH�WUDQVDFWLRQV�WKDW�GR�QRW�TXDOLI\�IRU�WKH�VKRUW�FXW�PHWKRG��DW�WKH�KHGJH¶V�LQFHSWLRQ�DQG�RQ�D�UHJXODU�EDVLV�WKHUHDIWHU��D�
IRUPDO�DVVHVVPHQW�LV�SHUIRUPHG�WR�GHWHUPLQH�ZKHWKHU�FKDQJHV�LQ�WKH�IDLU�YDOXHV�RU�FDVK�IORZV�RI�WKH�GHULYDWLYH�LQVWUXPHQWV�KDYH�EHHQ�
KLJKO\�HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�FDVK�IORZV�RI�WKH�KHGJHG�LWHPV�DQG�ZKHWKHU�WKH\�DUH�H[SHFWHG�WR�EH�KLJKO\�HIIHFWLYH�LQ�WKH�
IXWXUH��

,Q�$XJXVW�������WKH�)$6%�LVVXHG�QHZ�JXLGDQFH�RQ�KHGJH�DFFRXQWLQJ��$68����������WKDW�LV�LQWHQGHG�WR�PRUH�FORVHO\�DOLJQ�
KHGJH�DFFRXQWLQJ�ZLWK�FRPSDQLHV¶�ULVN�PDQDJHPHQW�VWUDWHJLHV��VLPSOLI\�WKH�DSSOLFDWLRQ�RI�KHGJH�DFFRXQWLQJ��DQG�LQFUHDVH�



����

WUDQVSDUHQF\�DV�WR�WKH�VFRSH�DQG�UHVXOWV�RI�KHGJLQJ�SURJUDPV��7KH�QHZ�JXLGDQFH�DPHQGV�WKH�SUHVHQWDWLRQ�DQG�GLVFORVXUH�UHTXLUHPHQWV��
DQG�FKDQJHV�KRZ�FRPSDQLHV�DVVHVV�HIIHFWLYHQHVV��:H�DGRSWHG�WKLV�JXLGDQFH�DV�RI�-DQXDU\���������DQG�DSSOLHG�WR�DOO�H[LVWLQJ�KHGJHV�DV�
RI�WKH�DGRSWLRQ�GDWH��

:H�XVH�IRUZDUG�H[FKDQJH�FRQWUDFWV�WR�KHGJH�RXU�QHW�LQYHVWPHQW�LQ�IRUHLJQ�RSHUDWLRQV�DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��7KH�
HIIHFWLYH�SRUWLRQ�RI�WKH�XQUHDOL]HG�JDLQV�RU�ORVVHV�RQ�WKHVH�FRQWUDFWV�LV�UHFRUGHG�LQ�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW�ZLWKLQ�
DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH�DQG�UHPDLQV�WKHUH�XQWLO�HLWKHU�WKH�VDOH�RU�OLTXLGDWLRQ�RI�WKH�VXEVLGLDU\��,Q�FRQMXQFWLRQ�ZLWK�
WKH�-DQXDU\���������DGRSWLRQ�RI�$68����������³7DUJHWHG�,PSURYHPHQWV�WR�$FFRXQWLQJ�IRU�+HGJLQJ�$FWLYLWLHV´��ZH�UHFODVVLILHG�RXU�
SUHVHQWDWLRQ�RI�WKH�QHW�FDVK�LQIORZV�RU�RXWIORZV��ZKLFK�ZHUH�UHFHLYHG�RU�SDLG�LQ�FRQQHFWLRQ�ZLWK�IRUHLJQ�H[FKDQJH�FRQWUDFWV�WKDW�KHGJH�
RXU�QHW�LQYHVWPHQW�LQ�IRUHLJQ�RSHUDWLRQV�DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��WR�LQYHVWLQJ�FDVK�IORZV�RQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�
RI�FDVK�IORZV��

4��6WRFN�%DVHG�&RPSHQVDWLRQ���$W�'HFHPEHU�����������ZH�KDYH�D�QXPEHU�RI�VWRFN�EDVHG�HPSOR\HH�FRPSHQVDWLRQ�SODQV��
3XUVXDQW�WR�WKH�)$6%¶V�JXLGDQFH��ZH�H[SHQVH�WKH�JUDQW�GDWH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�DQG�RWKHU�HTXLW\�EDVHG�FRPSHQVDWLRQ�SXUVXDQW�
WR�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�VWDWHG�YHVWLQJ�SHULRG�RI�WKH�DZDUG�XVLQJ�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO��
7KH�H[SHQVH�DVVRFLDWHG�ZLWK�VKDUH�EDVHG�FRPSHQVDWLRQ�DUUDQJHPHQWV�LV�D�QRQ�FDVK�FKDUJH��,Q�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�
)ORZV��VKDUH�EDVHG�FRPSHQVDWLRQ�H[SHQVH�LV�DQ�DGMXVWPHQW�WR�UHFRQFLOH�QHW�LQFRPH�WR�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV��

5��(DUQLQJV�SHU�6KDUH���%DVLF�HDUQLQJV�SHU�VKDUH�DUH�EDVHG�RQ�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�
GXULQJ�WKH�\HDU��'LOXWHG�HDUQLQJV�SHU�VKDUH�DUH�EDVHG�RQ�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�RXWVWDQGLQJ�GXULQJ�WKH�\HDU�
DGMXVWHG�WR�JLYH�HIIHFW�WR�FRPPRQ�VWRFN�HTXLYDOHQWV��

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�WKH�FRPSXWDWLRQ�RI�EDVLF�DQG�GLOXWHG�HDUQLQJV�SHU�VKDUH��IRU�WKH�SHULRGV�LQGLFDWHG��
� �

�� � 7ZHOYH�0RQWKV�(QGHG�'HFHPEHU����� �
�� � ����� � � ����� ���� ����� �
%DVLF�DQG�GLOXWHG�� � � � � � ������� �

1HW�,QFRPH� � � �������� � � �������������� ��������
/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVW� � � ��������� � �������������� ��������
/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�XQYHVWHG�UHVWULFWHG�VKDUH�
���JUDQWV� � � �������� � ������������� �����
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6²EDVLF�DQG�GLOXWHG� � � �������� � � �������������� ��������
%DVLF�HDUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�8+6�� � � � � ������� �
:HLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV²EDVLF� � � ������� � � ������������� �������
7RWDO�EDVLF�HDUQLQJV�SHU�VKDUH� � � ����� � � ����������� �����
'LOXWHG�HDUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�8+6�� � � � � � ������� �
:HLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV� � � ������� � � ������������� �������

1HW�HIIHFW�RI�GLOXWLYH�VWRFN�RSWLRQV�DQG�JUDQWV�EDVHG�
���RQ�WKH�WUHDVXU\�VWRFN�PHWKRG� � � ���� � � ���������� ����

:HLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�VKDUHV�DQG�
���HTXLYDOHQWV²GLOXWHG� � � ������� � � ������������� �������

7RWDO�GLOXWHG�HDUQLQJV�SHU�VKDUH� � � ����� � � ����������� �����

7KH�³1HW�HIIHFW�RI�GLOXWLYH�VWRFN�RSWLRQV�DQG�JUDQWV�EDVHG�RQ�WKH�WUHDVXU\�VWRFN�PHWKRG´��IRU�DOO�\HDUV�SUHVHQWHG�DERYH��H[FOXGHV�
FHUWDLQ�RXWVWDQGLQJ�VWRFN�RSWLRQV�DSSOLFDEOH�WR�HDFK�\HDU�VLQFH�WKH�HIIHFW�ZRXOG�KDYH�EHHQ�DQWL�GLOXWLYH��7KH�H[FOXGHG�ZHLJKWHG�
DYHUDJH�VWRFN�RSWLRQV�WRWDOHG�DSSUR[LPDWHO\�����PLOOLRQ�GXULQJ�����������PLOOLRQ�GXULQJ������DQG�����PLOOLRQ�GXULQJ���������

6��)DLU�9DOXH�RI�)LQDQFLDO�,QVWUXPHQWV���7KH�IDLU�YDOXHV�RI�RXU�GHEW�DQG�LQYHVWPHQWV�DUH�EDVHG�RQ�TXRWHG�PDUNHW�SULFHV��7KH�
IDLU�YDOXHV�RI�RWKHU�ORQJ�WHUP�GHEW��LQFOXGLQJ�FDSLWDO�OHDVH�REOLJDWLRQV��DUH�HVWLPDWHG�E\�GLVFRXQWLQJ�FDVK�IORZV�XVLQJ�SHULRG�HQG�
LQWHUHVW�UDWHV�DQG�PDUNHW�FRQGLWLRQV�IRU�LQVWUXPHQWV�ZLWK�VLPLODU�PDWXULWLHV�DQG�FUHGLW�TXDOLW\��7KH�FDUU\LQJ�DPRXQWV�UHSRUWHG�LQ�WKH�
EDODQFH�VKHHW�IRU�FDVK��DFFRXQWV�UHFHLYDEOH��DFFRXQWV�SD\DEOH��DQG�VKRUW�WHUP�ERUURZLQJV�DSSUR[LPDWHV�WKHLU�IDLU�YDOXHV�GXH�WR�WKH�
VKRUW�WHUP�QDWXUH�RI�WKHVH�LQVWUXPHQWV��$FFRUGLQJO\��WKHVH�LWHPV�KDYH�EHHQ�H[FOXGHG�IURP�WKH�IDLU�YDOXH�GLVFORVXUHV�LQFOXGHG�
HOVHZKHUH�LQ�WKHVH�QRWHV�WR�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

7��8VH�RI�(VWLPDWHV���7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�
UHTXLUHV�XV�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�GLVFORVXUH�RI�FRQWLQJHQW�
DVVHWV�DQG�OLDELOLWLHV�DW�WKH�GDWH�RI�WKH�ILQDQFLDO�VWDWHPHQWV�DQG�WKH�UHSRUWHG�DPRXQWV�RI�UHYHQXHV�DQG�H[SHQVHV�GXULQJ�WKH�UHSRUWLQJ�
SHULRG��$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV��



����

8��0HUJHUV�DQG�$FTXLVLWLRQV��7KH�DFTXLVLWLRQ�PHWKRG�RI�DFFRXQWLQJ�IRU�EXVLQHVV�FRPELQDWLRQV�UHTXLUHV�WKDW�WKH�DVVHWV�
DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�EH�UHFRUGHG�DW�WKH�GDWH�RI�DFTXLVLWLRQ�DW�WKHLU�UHVSHFWLYH�IDLU�YDOXHV�ZLWK�OLPLWHG�H[FHSWLRQV��)DLU�YDOXH�
LV�GHILQHG�DV�WKH�H[FKDQJH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�IRU�DQ�DVVHW�RU�SDLG�WR�WUDQVIHU�D�OLDELOLW\��DQ�H[LW�SULFH��LQ�WKH�SULQFLSDO�RU�PRVW�
DGYDQWDJHRXV�PDUNHW�IRU�WKH�DVVHW�RU�OLDELOLW\�LQ�DQ�RUGHUO\�WUDQVDFWLRQ�EHWZHHQ�PDUNHW�SDUWLFLSDQWV�RQ�WKH�PHDVXUHPHQW�GDWH��$Q\�
H[FHVV�RI�WKH�SXUFKDVH�SULFH��FRQVLGHUDWLRQ�WUDQVIHUUHG��RYHU�WKH�HVWLPDWHG�IDLU�YDOXHV�RI�QHW�DVVHWV�DFTXLUHG�LV�UHFRUGHG�DV�JRRGZLOO��
7UDQVDFWLRQ�FRVWV�DQG�FRVWV�WR�UHVWUXFWXUH�WKH�DFTXLUHG�FRPSDQ\�DUH�H[SHQVHG�DV�LQFXUUHG��7KH�IDLU�YDOXH�RI�LQWDQJLEOH�DVVHWV��LQFOXGLQJ�
0HGLFDUH�OLFHQVHV��FHUWLILFDWHV�RI�QHHG��WUDGHQDPHV�DQG�FHUWDLQ�FRQWUDFWV��LV�EDVHG�RQ�VLJQLILFDQW�MXGJPHQWV�PDGH�E\�RXU�PDQDJHPHQW��
DQG�DFFRUGLQJO\��IRU�VLJQLILFDQW�LWHPV�ZH�W\SLFDOO\�REWDLQ�DVVLVWDQFH�IURP�WKLUG�SDUW\�YDOXDWLRQ�VSHFLDOLVWV��

9��*32�$JUHHPHQW�0LQRULW\�2ZQHUVKLS�,QWHUHVW��'XULQJ�������ZH�HQWHUHG�LQWR�D�QHZ�JURXS�SXUFKDVLQJ�RUJDQL]DWLRQ�
DJUHHPHQW��³*32´��ZLWK�3UHPLHU��,QF���³3UHPLHU���D�KHDOWKFDUH�SHUIRUPDQFH�LPSURYHPHQW�DOOLDQFH��DQG�DFTXLUHG�D�PLQRULW\�LQWHUHVW�LQ�
WKH�*32�IRU�D�QRPLQDO�DPRXQW��'XULQJ�WKH�IRXUWK�TXDUWHU�RI�������LQ�FRQQHFWLRQ�ZLWK�WKH�FRPSOHWLRQ�RI�DQ�LQLWLDO�SXEOLF�RIIHULQJ�RI�
WKH�VWRFN�RI�3UHPLHU��ZH�UHFHLYHG�FDVK�SURFHHGV�IRU�WKH�VDOH�RI�D�SRUWLRQ�RI�RXU�RZQHUVKLS�LQWHUHVW�LQ�WKH�*32��ZKLFK�ZHUH�UHFRUGHG�DV�
GHIHUUHG�LQFRPH��RQ�D�SUR�UDWD�EDVLV��DV�D�UHGXFWLRQ�WR�RXU�VXSSOLHV�H[SHQVH�RYHU�WKH�LQLWLDO�H[SHFWHG�OLIH�RI�WKH�*32�DJUHHPHQW��$OVR�
LQ�FRQQHFWLRQ�ZLWK�WKLV�*32�DJUHHPHQW��ZH�UHFHLYHG�VKDUHV�RI�UHVWULFWHG�VWRFN�LQ�3UHPLHU�ZKLFK�YHVW�UDWDEO\�RYHU�D�VHYHQ�\HDU�SHULRG�
������WKURXJK��������FRQWLQJHQW�XSRQ�RXU�FRQWLQXHG�SDUWLFLSDWLRQ�DQG�PLQRULW\�RZQHUVKLS�LQWHUHVW�LQ�WKH�*32��:H�UHFRJQL]H�WKH�IDLU�
YDOXH�RI�WKLV�UHVWULFWHG�VWRFN��DV�D�UHGXFWLRQ�WR�RXU�VXSSOLHV�H[SHQVH��LQ�RXU�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��RQ�D�SUR�UDWD�EDVLV��RYHU�
WKH�YHVWLQJ�SHULRG��:H�KDYH�HOHFWHG�WR�UHWDLQ�D�SRUWLRQ�RI�WKH�SUHYLRXVO\�YHVWHG�VKDUHV�RI�3UHPLHU��WKH�YDOXH�RI�ZKLFK�LV�LQFOXGHG�LQ�
RWKHU�DVVHWV�RQ�RXU�FRQVROLGDWHG�EDODQFH�VKHHW���%DVHG�XSRQ�WKH�FORVLQJ�SULFH�RI�3UHPLHU¶V�VWRFN�RQ�HDFK�UHVSHFWLYH�GDWH��WKH�PDUNHW�
YDOXH�RI�RXU�VKDUHV�RI�3UHPLHU�RQ�ZKLFK�WKH�UHVWULFWLRQV�KDYH�ODSVHG�ZDV�����PLOOLRQ�DQG�����PLOOLRQ�DV�RI�'HFHPEHU����������DQG�
������UHVSHFWLYHO\���7KH�����PLOOLRQ�LQFUHDVH�LQ�PDUNHW�YDOXH�DW�'HFHPEHU�����������DV�FRPSDUHG�WR�'HFHPEHU�����������FRQVLVWV�RI�
����PLOOLRQ�RI�DGGLWLRQDO�YHVWHG�VKDUHV�DQG����PLOOLRQ�RI�LQFUHDVHG�PDUNHW�YDOXH����,Q�FRQQHFWLRQ�ZLWK�RXU������DGRSWLRQ�RI�$68�
���������³5HFRJQLWLRQ�DQG�0HDVXUHPHQW�RI�)LQDQFLDO�$VVHWV�DQG�)LQDQFLDO�/LDELOLWLHV´��VLQFH�RXU�YHVWHG�VKDUHV�RI�3UHPLHU�DUH�KHOG�IRU�
LQYHVWPHQW�DQG�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH��WKH�FKDQJH�LQ�PDUNHW�YDOXH�RI�WKHVH�VKDUHV�DUH�UHFRUGHG�DV�DQ�XQUHDOL]HG�JDLQ�DQG�
LQFOXGHG�LQ�³2WKHU��LQFRPH��H[SHQVH��QHW´�RQ�RXU�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��3ULRU�WR�������FKDQJHV�LQ�WKH�PDUNHW�YDOXH�RI�RXU�
YHVWHG�3UHPLHU�VWRFN�ZHUH�UHFRUGHG�WR�RWKHU�FRPSUHKHQVLYH�LQFRPH�ORVV�RQ�RXU�FRQVROLGDWHG�EDODQFH�VKHHW����

:��3URYLGHU�7D[HV��:H�LQFXU�KHDOWK�FDUH�UHODWHG�WD[HV��³3URYLGHU�7D[HV´��LPSRVHG�E\�VWDWHV�LQ�WKH�IRUP�RI�D�OLFHQVLQJ�IHH��
DVVHVVPHQW�RU�RWKHU�PDQGDWRU\�SD\PHQW�ZKLFK�DUH�UHODWHG�WR���L��KHDOWKFDUH�LWHPV�RU�VHUYLFHV���LL��WKH�SURYLVLRQ�RI��RU�WKH�DXWKRULW\�WR�
SURYLGH��WKH�KHDOWK�FDUH�LWHPV�RU�VHUYLFHV��RU���LLL��WKH�SD\PHQW�IRU�WKH�KHDOWK�FDUH�LWHPV�RU�VHUYLFHV��6XFK�3URYLGHU�7D[HV�DUH�VXEMHFW�WR�
YDULRXV�IHGHUDO�UHJXODWLRQV�WKDW�OLPLW�WKH�VFRSH�DQG�DPRXQW�RI�WKH�WD[HV�WKDW�FDQ�EH�OHYLHG�E\�VWDWHV�LQ�RUGHU�WR�VHFXUH�IHGHUDO�PDWFKLQJ�
IXQGV�DV�SDUW�RI�WKHLU�UHVSHFWLYH�VWDWH�0HGLFDLG�SURJUDPV��:H�GHULYH�D�UHODWHG�0HGLFDLG�UHLPEXUVHPHQW�EHQHILW�IURP�DVVHVVHG�3URYLGHU�
7D[HV�LQ�WKH�IRUP�RI�0HGLFDLG�FODLPV�EDVHG�SD\PHQW�LQFUHDVHV�DQG�RU�OXPS�VXP�0HGLFDLG�VXSSOHPHQWDO�SD\PHQWV���

8QGHU�WKHVH�SURJUDPV��LQFOXGLQJ�WKH�LPSDFW�RI�WKH�7H[DV�8QFRPSHQVDWHG�&DUH�DQG�8SSHU�3D\PHQW�/LPLW�SURJUDP��WKH�7H[DV�
'HOLYHU\�6\VWHP�5HIRUP�,QFHQWLYH�SURJUDP��DQG�YDULRXV�RWKHU�VWDWH�SURJUDPV��ZH�HDUQHG�UHYHQXHV��EHIRUH�3URYLGHU�7D[HV��RI�
DSSUR[LPDWHO\������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ�������7KHVH�UHYHQXHV�ZHUH�RIIVHW�E\�
3URYLGHU�7D[HV�RI�DSSUR[LPDWHO\������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ�������ZKLFK�DUH�
UHFRUGHG�LQ�RWKHU�RSHUDWLQJ�H[SHQVHV�RQ�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�,QFRPH�DV�LQFOXGHG�KHUHLQ��7KH�DJJUHJDWH�QHW�EHQHILW�IURP�
WKHVH�SURJUDPV�ZDV������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ�������7KH�DJJUHJDWH�QHW�EHQHILW�
SXUVXDQW�WR�WKHVH�SURJUDPV�LV�HDUQHG�IURP�PXOWLSOH�VWDWHV�DQG�WKHUHIRUH�QR�SDUWLFXODU�VWDWH¶V�SRUWLRQ�LV�LQGLYLGXDOO\�PDWHULDO�WR�RXU�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��,Q�DGGLWLRQ��XQGHU�YDULRXV�GLVSURSRUWLRQDWH�VKDUH�KRVSLWDO�SD\PHQW�SURJUDPV�DQG�WKH�1HYDGD�VWDWH�
SODQ�DPHQGPHQW�SURJUDP��ZH�HDUQHG�UHYHQXHV�RI�����PLOOLRQ�LQ�����������PLOOLRQ�LQ������DQG�����PLOOLRQ�LQ�������

�
;��5HFHQW�$FFRXQWLQJ�6WDQGDUGV���,Q�-XQH�������WKH�)$6%�LVVXHG�$68�����������)LQDQFLDO�,QVWUXPHQWV���&UHGLW�/RVVHV���

ZKLFK�LQWURGXFHG�QHZ�JXLGDQFH�IRU�DQ�DSSURDFK�EDVHG�RQ�H[SHFWHG�ORVVHV�WR�HVWLPDWH�FUHGLW�ORVVHV�RQ�FHUWDLQ�W\SHV�RI�ILQDQFLDO�
LQVWUXPHQWV��,QVWUXPHQWV�LQ�VFRSH�LQFOXGH�ORDQV��KHOG�WR�PDWXULW\�GHEW�VHFXULWLHV��DQG�QHW�LQYHVWPHQWV�LQ�OHDVHV�DV�ZHOO�DV�UHLQVXUDQFH�
DQG�WUDGH�UHFHLYDEOHV��,Q�1RYHPEHU�������WKH�)$6%�LVVXHG�$68����������ZKLFK�FODULILHV�WKDW�RSHUDWLQJ�OHDVH�UHFHLYDEOHV�DUH�RXWVLGH�
WKH�VFRSH�RI�WKH�QHZ�VWDQGDUG��7KH�VWDQGDUG�ZLOO�EH�HIIHFWLYH�IRU�XV�LQ�ILVFDO�\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������:H�DUH�
FXUUHQWO\�HYDOXDWLQJ�WKH�LPSDFW�WKDW�WKH�DGRSWLRQ�RI�WKH�QHZ�VWDQGDUG�ZLOO�KDYH�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

,Q�-DQXDU\��������WKH�)$6%�LVVXHG�$68�1R�����������³,QWDQJLEOHV�*RRGZLOO�DQG�2WKHU��7RSLF�������6LPSOLI\LQJ�WKH�
$FFRXQWLQJ�IRU�*RRGZLOO�,PSDLUPHQW´��³$68��������´���ZKLFK�UHPRYHV�WKH�UHTXLUHPHQW�WR�SHUIRUP�D�K\SRWKHWLFDO�SXUFKDVH�SULFH�
DOORFDWLRQ�WR�PHDVXUH�JRRGZLOO�LPSDLUPHQW���$�JRRGZLOO�LPSDLUPHQW�ZLOO�QRZ�EH�WKH�DPRXQW�E\�ZKLFK�D�UHSRUWLQJ�XQLW¶V�FDUU\LQJ�
YDOXH�H[FHHGV�LWV�IDLU�YDOXH��QRW�WR�H[FHHG�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO���$68���������LV�HIIHFWLYH�IRU�WKH�DQQXDO�DQG�LQWHULP�
SHULRGV�EHJLQQLQJ�-DQXDU\���������ZLWK�HDUO\�DGRSWLRQ�SHUPLWWHG��DQG�DSSOLHG�SURVSHFWLYHO\���:H�GR�QRW�H[SHFW�$68���������WR�KDYH�
D�PDWHULDO�LPSDFW�RQ�RXU�ILQDQFLDO�VWDWHPHQWV��

,Q� $XJXVW� ������ WKH� )$6%� LVVXHG� $68� 1R�� ��������� ³'HULYDWLYHV� DQG� +HGJLQJ� �7RSLF� ������ 7DUJHWHG� ,PSURYHPHQWV� WR�
$FFRXQWLQJ� IRU� +HGJLQJ� $FWLYLWLHV�� DQG� VXEVHTXHQW� UHODWHG� XSGDWHV�� 7KH� DPHQGPHQWV� LQ� WKLV� XSGDWH� H[SDQG� DQG� UHILQH� KHGJH�
DFFRXQWLQJ� IRU� ERWK� QRQ�ILQDQFLDO� DQG� ILQDQFLDO� ULVN� FRPSRQHQWV� DQG� DOLJQV� WKH� UHFRJQLWLRQ� DQG� SUHVHQWDWLRQ� RI� WKH� HIIHFWV� RI� WKH�



����

KHGJLQJ�LQVWUXPHQW�DQG�WKH�KHGJHG�LWHP�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��7KH�$68�DPHQGV�WKH�SUHVHQWDWLRQ�DQG�GLVFORVXUH�UHTXLUHPHQWV�
DQG� FKDQJHV� KRZ� HQWLWLHV� DVVHVV� HIIHFWLYHQHVV�� 7KH� $68� HOLPLQDWHV� WKH� UHTXLUHPHQW� WR� VHSDUDWHO\� PHDVXUH� DQG� UHSRUW� KHGJH�
LQHIIHFWLYHQHVV�DQG�UHTXLUHV�DOO� LWHPV� WKDW�DIIHFW�HDUQLQJV�EH�SUHVHQWHG� LQ� WKH�VDPH� LQFRPH�VWDWHPHQW� OLQH�DV� WKH�KHGJHG� LWHPV��7KH�
DPHQGPHQWV�LQ�WKLV�JXLGDQFH�SHUPLW�WKH�XVH�RI�WKH�2YHUQLJKW�,QGH[�6ZDS�UDWH�EDVHG�RQ�6HFXUHG�2YHUQLJKW�)LQDQFLQJ�5DWH��62)5��DV�
D�8�6��EHQFKPDUN�LQWHUHVW�UDWH�IRU�KHGJH�DFFRXQWLQJ�SXUSRVHV�WR�IDFLOLWDWH�WKH�/,%25�WR�62)5�WUDQVLWLRQ��7KLV�JXLGDQFH�ZDV�HIIHFWLYH�
IRU� ILVFDO� \HDUV� EHJLQQLQJ� DIWHU�'HFHPEHU� ���� ������ LQFOXGLQJ� LQWHULP� SHULRGV�ZLWKLQ� WKRVH� ILVFDO� \HDUV�� DQG�ZH� DGRSWHG� HIIHFWLYH�
-DQXDU\����������7KH�DPHQGHG�SUHVHQWDWLRQ�DQG�GLVFORVXUH�JXLGDQFH�ZDV�UHTXLUHG�RQO\�SURVSHFWLYHO\��7KH�DGRSWLRQ�RI�WKLV�JXLGDQFH�
GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
�

)URP�WLPH�WR�WLPH��QHZ�DFFRXQWLQJ�JXLGDQFH�LV�LVVXHG�E\�WKH�)$6%�RU�RWKHU�VWDQGDUG�VHWWLQJ�ERGLHV�WKDW�LV�DGRSWHG�E\�WKH�
&RPSDQ\�DV�RI�WKH�HIIHFWLYH�GDWH�RU��LQ�VRPH�FDVHV�ZKHUH�HDUO\�DGRSWLRQ�LV�SHUPLWWHG��LQ�DGYDQFH�RI�WKH�HIIHFWLYH�GDWH��7KH�&RPSDQ\�
KDV�DVVHVVHG�WKH�UHFHQWO\�LVVXHG�JXLGDQFH�WKDW�LV�QRW�\HW�HIIHFWLYH�DQG��XQOHVV�RWKHUZLVH�LQGLFDWHG�DERYH��EHOLHYHV�WKH�QHZ�JXLGDQFH�
ZLOO�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV��FDVK�IORZV�RU�ILQDQFLDO�SRVLWLRQ��
�

<��)RUHLJQ�&XUUHQF\�7UDQVODWLRQ��$VVHWV�DQG�OLDELOLWLHV�RI�RXU�8�.��VXEVLGLDULHV�DUH�GHQRPLQDWHG�LQ�SRXQG�VWHUOLQJ�DQG�
WUDQVODWHG�LQWR�8�6��GROODUV�DW���L��WKH�UDWHV�RI�H[FKDQJH�DW�WKH�EDODQFH�VKHHW�GDWH��DQG���LL��DYHUDJH�UDWHV�RI�H[FKDQJH�SUHYDLOLQJ�GXULQJ�
WKH�\HDU�IRU�UHYHQXHV�DQG�H[SHQVHV��7KH�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�DUH�UHSRUWHG�DV�D�FRPSRQHQW�RI�DFFXPXODWHG�RWKHU�
FRPSUHKHQVLYH�LQFRPH��6HH�1RWH�����Financial Instruments��Foreign Currency Forward Exchange Contracts IRU�DGGLWLRQDO�GLVFORVXUH��

���$&48,6,7,216�$1'�',9(67,785(6�

Year ended December 31, 2019: 
 
2019 Acquisitions of Assets and Businesses: 

'XULQJ�������ZH�VSHQW����PLOOLRQ�WR�DFTXLUH�YDULRXV�EXVLQHVVHV�DQG�SURSHUWLHV���

2019 Divestiture of Assets: 

'XULQJ�������ZH�UHFHLYHG����PLOOLRQ�IURP�WKH�VDOHV�RI�YDULRXV�DVVHWV����
 
�
Year ended December 31, 2018: 
 

2018 Acquisitions of Assets and Businesses: 

'XULQJ������ZH�VSHQW������PLOOLRQ�SULPDULO\�WR�DFTXLUH���

x� 7KH�'DQVKHOO�*URXS��FRQVLVWLQJ�RI����EHKDYLRUDO�KHDOWK�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.���DFTXLUHG�GXULQJ�WKH�WKLUG�TXDUWHU�RI�
�������DQG��

x� D�����EHG�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLW\�ORFDWHG�LQ�*XOISRUW��0LVVLVVLSSL��DFTXLUHG�GXULQJ�WKH�ILUVW�TXDUWHU�RI��������

7KH�DJJUHJDWH�QHW�SXUFKDVH�SULFH�RI�WKH�IDFLOLWLHV��ZKLFK�ZHUH�DFTXLUHG�WR�HQKDQFH�DQG�H[SDQG�RXU�H[LVWLQJ�RSHUDWLRQV�LQ�WKH�8�6��
DQG�WKH�8�.���ZDV�DOORFDWHG�WR�DVVHWV�DQG�OLDELOLWLHV�EDVHG�RQ�WKHLU�SUHOLPLQDU\�HVWLPDWHG�IDLU�YDOXHV�DV�IROORZV��

�� ��
$PRXQW�
����V�

:RUNLQJ�FDSLWDO��QHW� �� �� �������
3URSHUW\�	�HTXLSPHQW� �� �� �������
*RRGZLOO� �� �� �������
2WKHU�DVVHWV� �� �� ������
,QFRPH�WD[�DVVHWV��QHW�RI�GHIHUUHG�WD[�OLDELOLWLHV� �� �� ������
2WKHU� �� �� �����
&DVK�SDLG�LQ������IRU�DFTXLVLWLRQV� �� �� ��������

*RRGZLOO�RI�WKH�IDFLOLWLHV�DFTXLUHG�GXULQJ�HDFK�RI�WKH�ODVW���\HDUV�LV�FRPSXWHG��SXUVXDQW�WR�WKH�UHVLGXDO�PHWKRG��E\�GHGXFWLQJ�
WKH�IDLU�YDOXH�RI�WKH�DFTXLUHG�DVVHWV�DQG�OLDELOLWLHV�IURP�WKH�WRWDO�SXUFKDVH�SULFH��7KH�IDFWRUV�WKDW�FRQWULEXWH�WR�WKH�UHFRJQLWLRQ�RI�
JRRGZLOO��ZKLFK�PD\�DOVR�LQIOXHQFH�WKH�SXUFKDVH�SULFH��LQFOXGH�WKH�IROORZLQJ�IRU�HDFK�RI�WKH�DFTXLUHG�IDFLOLWLHV���L��WKH�KLVWRULFDO�FDVK�
IORZV�DQG�LQFRPH�OHYHOV���LL��WKH�UHSXWDWLRQV�LQ�WKHLU�UHVSHFWLYH�PDUNHWV���LLL��WKH�QDWXUH�RI�WKH�UHVSHFWLYH�RSHUDWLRQV��DQG���LY��WKH�IXWXUH�
FDVK�IORZV�DQG�LQFRPH�JURZWK�SURMHFWLRQV��7KH�YDVW�PDMRULW\�RI�WKH�JRRGZLOO�UHVXOWLQJ�IURP�WKHVH�WUDQVDFWLRQV�LV�QRW�GHGXFWLEOH�IRU�
IHGHUDO�LQFRPH�WD[�SXUSRVHV��VHH�1RWH�����Income Taxes���



����

2018 Divestiture of Assets and Businesses: 

'XULQJ�������ZH�UHFHLYHG�����PLOOLRQ�LQ�FRQQHFWLRQ�ZLWK�WKH�VDOH�RI�D�EXVLQHVV�DQG�SURSHUW\�LQFOXGLQJ�7KH�/LPHV��DQ����EHG�
IDFLOLW\�ORFDWHG�LQ�WKH�8.���
�
Year ended December 31, 2017: 

2017 Acquisitions of Assets and Businesses: 

'XULQJ������ZH�VSHQW�����PLOOLRQ�WR�DFTXLUH�EXVLQHVVHV�DQG�SURSHUW\� 
 

2017 Divestiture of Assets and Businesses: 

7KHUH�ZHUH�QR�VLJQLILFDQW�GLYHVWLWXUHV�GXULQJ������ 
 

���),1$1&,$/�,167580(176�$1'�)$,5�9$/8(�0($685(0(17�

Fair Value Hedges: 

'XULQJ������������DQG�������ZH�KDG�QR�IDLU�YDOXH�KHGJHV�RXWVWDQGLQJ��

Cash Flow Hedges: 

:H�PDQDJH�RXU�UDWLR�RI�IL[HG�DQG�IORDWLQJ�UDWH�GHEW�ZLWK�WKH�REMHFWLYH�RI�DFKLHYLQJ�D�PL[�WKDW�PDQDJHPHQW�EHOLHYHV�LV�
DSSURSULDWH��7R�PDQDJH�WKLV�ULVN�LQ�D�FRVW�HIIHFWLYH�PDQQHU��ZH��IURP�WLPH�WR�WLPH��HQWHU�LQWR�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�LQ�ZKLFK�
ZH�DJUHH�WR�H[FKDQJH�YDULRXV�FRPELQDWLRQV�RI�IL[HG�DQG�RU�YDULDEOH�LQWHUHVW�UDWHV�EDVHG�RQ�DJUHHG�XSRQ�QRWLRQDO�DPRXQWV��:H�DFFRXQW�
IRU�RXU�GHULYDWLYH�DQG�KHGJLQJ�DFWLYLWLHV�XVLQJ�WKH�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUG�%RDUG¶V�JXLGDQFH�ZKLFK�UHTXLUHV�DOO�GHULYDWLYH�
LQVWUXPHQWV��LQFOXGLQJ�FHUWDLQ�GHULYDWLYH�LQVWUXPHQWV�HPEHGGHG�LQ�RWKHU�FRQWUDFWV��WR�EH�FDUULHG�DW�IDLU�YDOXH�RQ�WKH�EDODQFH�VKHHW��)RU�
GHULYDWLYH�WUDQVDFWLRQV�GHVLJQDWHG�DV�KHGJHV��ZH�IRUPDOO\�GRFXPHQW�DOO�UHODWLRQVKLSV�EHWZHHQ�WKH�KHGJLQJ�LQVWUXPHQW�DQG�WKH�UHODWHG�
KHGJHG�LWHP��DV�ZHOO�DV�LWV�ULVN�PDQDJHPHQW�REMHFWLYH�DQG�VWUDWHJ\�IRU�XQGHUWDNLQJ�HDFK�KHGJH�WUDQVDFWLRQ��

'HULYDWLYH�LQVWUXPHQWV�GHVLJQDWHG�LQ�D�KHGJH�UHODWLRQVKLS�WR�PLWLJDWH�H[SRVXUH�WR�YDULDELOLW\�LQ�H[SHFWHG�IXWXUH�FDVK�IORZV��RU�
RWKHU�W\SHV�RI�IRUHFDVWHG�WUDQVDFWLRQV��DUH�FRQVLGHUHG�FDVK�IORZ�KHGJHV��&DVK�IORZ�KHGJHV�DUH�DFFRXQWHG�IRU�E\�UHFRUGLQJ�WKH�IDLU�YDOXH�
RI�WKH�GHULYDWLYH�LQVWUXPHQW�RQ�WKH�EDODQFH�VKHHW�DV�HLWKHU�DQ�DVVHW�RU�OLDELOLW\��ZLWK�D�FRUUHVSRQGLQJ�DPRXQW�UHFRUGHG�LQ�DFFXPXODWHG�
RWKHU�FRPSUHKHQVLYH�LQFRPH��³$2&,´��ZLWKLQ�VKDUHKROGHUV¶�HTXLW\��$PRXQWV�DUH�UHFODVVLILHG�IURP�$2&,�WR�WKH�LQFRPH�VWDWHPHQW�LQ�
WKH�SHULRG�RU�SHULRGV�WKH�KHGJHG�WUDQVDFWLRQ�DIIHFWV�HDUQLQJV��)URP�WLPH�WR�WLPH��ZH�XVH�LQWHUHVW�UDWH�GHULYDWLYHV�LQ�RXU�FDVK�IORZ�
KHGJH�WUDQVDFWLRQV��6XFK�GHULYDWLYHV�DUH�GHVLJQHG�WR�EH�KLJKO\�HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�WKH�FDVK�IORZV�UHODWHG�WR�WKH�KHGJHG�
OLDELOLW\���

)RU�KHGJH�WUDQVDFWLRQV�WKDW�GR�QRW�TXDOLI\�IRU�WKH�VKRUW�FXW�PHWKRG��DW�WKH�KHGJH¶V�LQFHSWLRQ�DQG�RQ�D�UHJXODU�EDVLV�WKHUHDIWHU��D�
IRUPDO�DVVHVVPHQW�LV�SHUIRUPHG�WR�GHWHUPLQH�ZKHWKHU�FKDQJHV�LQ�WKH�IDLU�YDOXHV�RU�FDVK�IORZV�RI�WKH�GHULYDWLYH�LQVWUXPHQWV�KDYH�EHHQ�
KLJKO\�HIIHFWLYH�LQ�RIIVHWWLQJ�FKDQJHV�LQ�FDVK�IORZV�RI�WKH�KHGJHG�LWHPV�DQG�ZKHWKHU�WKH\�DUH�H[SHFWHG�WR�EH�KLJKO\�HIIHFWLYH�LQ�WKH�
IXWXUH��

7KH�IDLU�YDOXH�RI�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�DSSUR[LPDWHV�WKH�DPRXQW�DW�ZKLFK�WKH\�FRXOG�EH�VHWWOHG��EDVHG�RQ�HVWLPDWHV�
REWDLQHG�IURP�WKH�FRXQWHUSDUWLHV��:H�DVVHVV�WKH�HIIHFWLYHQHVV�RI�RXU�KHGJH�LQVWUXPHQWV�RQ�D�TXDUWHUO\�EDVLV��:H�SHUIRUPHG�SHULRGLF�
DVVHVVPHQWV�RI�WKH�FDVK�IORZ�KHGJH�LQVWUXPHQWV�GXULQJ�WKH�ILUVW�QLQH�PRQWKV�RI������DQG�WKH�IXOO�\HDU�RI������DQG�GHWHUPLQHG�WKH�
KHGJHV�WR�EH�KLJKO\�HIIHFWLYH��$OWKRXJK�ZH�GR�QRW�DQWLFLSDWH�QRQSHUIRUPDQFH�E\�RXU�FRXQWHUSDUWLHV�WR�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV��
WKH�FRXQWHUSDUWLHV�H[SRVH�XV�WR�FUHGLW�ULVN�LQ�WKH�HYHQW�RI�QRQSHUIRUPDQFH��:H�GR�QRW�KROG�RU�LVVXH�GHULYDWLYH�ILQDQFLDO�LQVWUXPHQWV�IRU�
WUDGLQJ�SXUSRVHV��

'XULQJ�������ZH�HQWHUHG�LQWR�QLQH�IRUZDUG�VWDUWLQJ�LQWHUHVW�UDWH�VZDSV�ZKHUHE\�ZH�SDLG�D�IL[HG�UDWH�RQ�D�WRWDO�QRWLRQDO�DPRXQW�
RI������ELOOLRQ�DQG�UHFHLYHG�RQH�PRQWK�/,%25��7KH�DYHUDJH�IL[HG�UDWH�SD\DEOH�RQ�WKHVH�VZDSV��DOO�RI�ZKLFK�PDWXUHG�RQ�$SULO�����
������ZDV���������

:KHQ�DSSOLFDEOH��ZH�PHDVXUH�RXU�LQWHUHVW�UDWH�VZDSV�DW�IDLU�YDOXH�RQ�D�UHFXUULQJ�EDVLV��7KH�IDLU�YDOXH�RI�RXU�LQWHUHVW�UDWH�VZDSV�
LV�EDVHG�RQ�TXRWHV�IURP�RXU�FRXQWHUSDUWLHV���:H�FRQVLGHU�WKRVH�LQSXWV�WR�EH�³OHYHO��´�LQ�WKH�IDLU�YDOXH�KLHUDUFK\�DV�RXWOLQHG�LQ�WKH�
DXWKRULWDWLYH�JXLGDQFH�IRU�GLVFORVXUHV�LQ�FRQQHFWLRQ�ZLWK�GHULYDWLYH�LQVWUXPHQWV�DQG�KHGJLQJ�DFWLYLWLHV��$W�'HFHPEHU�����������WKH�IDLU�
YDOXH�RI�RXU�LQWHUHVW�UDWH�VZDSV�ZDV�D�QHW�DVVHW�RI����PLOOLRQ�ZKLFK�LV�LQFOXGHG�LQ�QHW�DFFRXQWV�UHFHLYDEOH�RQ�WKH�DFFRPSDQ\LQJ�
EDODQFH�VKHHW�����



����

   Foreign Currency Forward Exchange Contracts: 

,Q�$XJXVW�������WKH�)$6%�LVVXHG�QHZ�JXLGDQFH�RQ�KHGJH�DFFRXQWLQJ��$68����������WKDW�LV�LQWHQGHG�WR�PRUH�FORVHO\�DOLJQ�
KHGJH�DFFRXQWLQJ�ZLWK�FRPSDQLHV¶�ULVN�PDQDJHPHQW�VWUDWHJLHV��VLPSOLI\�WKH�DSSOLFDWLRQ�RI�KHGJH�DFFRXQWLQJ��DQG�LQFUHDVH�
WUDQVSDUHQF\�DV�WR�WKH�VFRSH�DQG�UHVXOWV�RI�KHGJLQJ�SURJUDPV��7KH�QHZ�JXLGDQFH�DPHQGV�WKH�SUHVHQWDWLRQ�DQG�GLVFORVXUH�UHTXLUHPHQWV��
DQG�FKDQJHV�KRZ�FRPSDQLHV�DVVHVV�HIIHFWLYHQHVV��:H�DGRSWHG�WKLV�JXLGDQFH�DV�RI�-DQXDU\���������DQG�DSSOLHG�WR�DOO�H[LVWLQJ�KHGJHV�DV�
RI�WKH�DGRSWLRQ�GDWH��

:H�XVH�IRUZDUG�H[FKDQJH�FRQWUDFWV�WR�KHGJH�RXU�QHW�LQYHVWPHQW�LQ�IRUHLJQ�RSHUDWLRQV�DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��7KH�
HIIHFWLYH�SRUWLRQ�RI�WKH�XQUHDOL]HG�JDLQV�RU�ORVVHV�RQ�WKHVH�FRQWUDFWV�LV�UHFRUGHG�LQ�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQW�ZLWKLQ�
DFFXPXODWHG�RWKHU�FRPSUHKHQVLYH�LQFRPH�DQG�UHPDLQV�WKHUH�XQWLO�HLWKHU�WKH�VDOH�RU�OLTXLGDWLRQ�RI�WKH�VXEVLGLDU\��,Q�FRQMXQFWLRQ�ZLWK�
WKH�-DQXDU\���������DGRSWLRQ�RI�$68����������³7DUJHWHG�,PSURYHPHQWV�WR�$FFRXQWLQJ�IRU�+HGJLQJ�$FWLYLWLHV´��ZH�UHFODVVLILHG�RXU�
SUHVHQWDWLRQ�RI�WKH�QHW�FDVK�LQIORZV�RU�RXWIORZV��ZKLFK�ZHUH�UHFHLYHG�RU�SDLG�LQ�FRQQHFWLRQ�ZLWK�IRUHLJQ�H[FKDQJH�FRQWUDFWV�WKDW�KHGJH�
RXU�QHW�LQYHVWPHQW�LQ�IRUHLJQ�RSHUDWLRQV�DJDLQVW�PRYHPHQWV�LQ�H[FKDQJH�UDWHV��WR�LQYHVWLQJ�FDVK�IORZV�RQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�
RI�FDVK�IORZV���$V�SUHYLRXVO\�GLVFORVHG�ZLWKLQ�RXU�IRRWQRWHV��WKHVH�FDVK�IORZV�ZHUH�IRUPHUO\�UHSRUWHG�DV�RSHUDWLQJ�DFWLYLWLHV���3ULRU�
SHULRG�DPRXQWV�KDYH�EHHQ�UHFODVVLILHG�IURP�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�WR�QHW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�WR�FRQIRUP�
ZLWK�WKH�FXUUHQW�\HDU�SUHVHQWDWLRQ�RQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FDVK�IORZV��,Q�FRQQHFWLRQ�ZLWK�WKHVH�IRUZDUG�H[FKDQJH�FRQWUDFWV��
ZH�UHFRUGHG�QHW�FDVK�RXWIORZV�RI�����PLOOLRQ�GXULQJ�������QHW�FDVK�LQIORZV�RI�����PLOOLRQ�GXULQJ������DQG�QHW�FDVK�RXWIORZV�RI�����
PLOOLRQ�GXULQJ���������

Derivatives Hedging Relationships: 

7KH�IROORZLQJ�WDEOH�SUHVHQWV�WKH�HIIHFWV�RI�RXU�LQWHUHVW�UDWH�VZDS�DJUHHPHQWV�DQG�RXU�IRUHLJQ�FXUUHQF\�IRUHLJQ�H[FKDQJH�
FRQWUDFWV�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV�IRU�WKH�WKUHH�\HDUV�HQGHG�'HFHPEHU�����LQ�WKRXVDQGV���

�

�� *DLQ��/RVV��UHFRJQL]HG�LQ�$2&,� �
�� �� �
�� 'HFHPEHU����� � �� 'HFHPEHU����� �� �� 'HFHPEHU����� �
�� ����� � �� ����� �� �� ����� �
&DVK�)ORZ�+HGJH�UHODWLRQVKLSV� � �� � � � �� �� �� �� �� �
,QWHUHVW�UDWH�VZDS�DJUHHPHQWV��D�� � ��������� � ����������� �� ������
�� � �� � �� � �� ���� ���� �
1HW�,QYHVWPHQW�+HGJH�UHODWLRQVKLSV� � �� � �� � �� ���� ���� �
)RUHLJQ�FXUUHQF\�IRUHLJQ�H[FKDQJH�FRQWUDFWV� � ���������� � ����������� �� ��������

�D�� 7KH�DPRXQW�RI�JDLQ��ORVV��UHFODVVLILHG�RXW�RI�$2&,�LQWR�LQWHUHVW�H[SHQVH��QHW�ZDV������PLOOLRQ�������PLOOLRQ�DQG��������PLOOLRQ�
GXULQJ������������DQG�������UHVSHFWLYHO\��

1R�RWKHU�JDLQV�RU�ORVVHV�ZHUH�UHFRJQL]HG�LQ�LQFRPH�UHODWHG�WR�GHULYDWLYHV�LQ�6XEWRSLF����������

Fair Value Measurement 

)DLU�YDOXH�LV�GHILQHG�DV�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR�WUDQVIHU�D�OLDELOLW\��DQ�H[LW�SULFH��LQ�WKH�SULQFLSDO�RU�
PRVW�DGYDQWDJHRXV�PDUNHW�IRU�WKH�DVVHW�RU�OLDELOLW\�LQ�DQ�RUGHUO\�WUDQVDFWLRQ�EHWZHHQ�PDUNHW�SDUWLFLSDQWV�RQ�WKH�PHDVXUHPHQW�GDWH���
7KH�IROORZLQJ�IDLU�YDOXH�KLHUDUFK\�FODVVLILHV�WKH�LQSXWV�WR�YDOXDWLRQ�WHFKQLTXHV�XVHG�WR�PHDVXUH�IDLU�YDOXH�LQWR�RQH�RI�WKUHH�OHYHOV��

x� /HYHO����8QDGMXVWHG�TXRWHG�SULFHV�LQ�DFWLYH�PDUNHWV�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV��
x� /HYHO����,QSXWV�RWKHU�WKDQ�TXRWHG�SULFHV�WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHW�RU�OLDELOLW\��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\���7KHVH�

LQFOXGHG�TXRWHG�SULFHV�IRU�VLPLODU�DVVHWV�RU�OLDELOLWLHV�LQ�DFWLYH�PDUNHWV�DQG�TXRWHG�SULFHV�IRU�LGHQWLFDO�RU�VLPLODU�DVVHWV�RU�
OLDELOLWLHV�LQ�PDUNHWV�WKDW�DUH�QRW�DFWLYH��

x� /HYHO����8QREVHUYDEOH�LQSXWV�WKDW�UHIOHFW�WKH�UHSRUWLQJ�HQWLW\¶V�RZQ�DVVXPSWLRQV��



����

7KH�IROORZLQJ�WDEOHV�SUHVHQW�WKH�DVVHWV�DQG�OLDELOLWLHV�UHFRUGHG�DW�IDLU�YDOXH�RQ�D�UHFXUULQJ�EDVLV��

�
�� %DODQFH�DW� � %DODQFH�6KHHW� %DVLV�RI�)DLU�9DOXH�0HDVXUHPHQW� �

�LQ�WKRXVDQGV��
'HFHPEHU�����

����� � /RFDWLRQ� /HYHO��� �� /HYHO��� � /HYHO��� �
$VVHWV�� �� �� � �� � �� ���� �� � � �� �
0RQH\�PDUNHW�PXWXDO�IXQGV� �� ������� 2WKHU�DVVHWV� � ������������� � � �� �
&HUWLILFDWHV�RI�GHSRVLW� �� ������ 2WKHU�DVVHWV� � ������������ � � �� �
$YDLODEOH�IRU�VDOH�VHFXULWLHV� �� ������� 2WKHU�DVVHWV� � ������������� � � �� �
'HIHUUHG�FRPSHQVDWLRQ�DVVHWV� �� ������� 2WKHU�DVVHWV� � ������������� � � �� �
,QWHUHVW�UDWH�VZDS�DJUHHPHQWV� �� �� $FFRXQWV�5HFHLYDEOH��QHW� � �� ���� �� � �� �
)RUHLJQ�FXUUHQF\�H[FKDQJH�FRQWUDFWV� �� ������� 2WKHU�FXUUHQW�DVVHWV� � �� ���� ������� � �� �
�� �� �������� �� � ������������ ������� � ��
/LDELOLWLHV�� ���� � �� � �� ������ � � �� �
'HIHUUHG�FRPSHQVDWLRQ�OLDELOLW\� �� ������� 2WKHU�QRQFXUUHQW�OLDELOLWLHV � ������������� � � �� �
�� �� ������� �� � ����������� �� � ��
�� ���� � �� � �� ������ � � �� �
�� %DODQFH�DW� � %DODQFH�6KHHW� %DVLV�RI�)DLU�9DOXH�0HDVXUHPHQW� �

�LQ�WKRXVDQGV��
'HFHPEHU�����

����� � /RFDWLRQ� /HYHO��� �� /HYHO��� � /HYHO��� �
$VVHWV�� �� �� � �� � �� ���� �� � � �� �
0RQH\�PDUNHW�PXWXDO�IXQGV� �� �������� 2WKHU�DVVHWV� � �������������� � � �� �
&HUWLILFDWHV�RI�GHSRVLW� �� ������ 2WKHU�DVVHWV� � ������������ � � �� �
$YDLODEOH�IRU�VDOH�VHFXULWLHV� �� ������� 2WKHU�DVVHWV� � ������������� � � �� �
'HIHUUHG�FRPSHQVDWLRQ�DVVHWV� �� ������� 2WKHU�DVVHWV� � ������������� � � �� �
,QWHUHVW�UDWH�VZDS�DJUHHPHQWV� �� ������ $FFRXQWV�5HFHLYDEOH��QHW� � �� ���� ������ � �� �
)RUHLJQ�FXUUHQF\�H[FKDQJH�FRQWUDFWV� �� ������ 2WKHU�FXUUHQW�DVVHWV� � �� ���� ������ � �� �
�� �� �������� �� � ������������ ������� � ��
/LDELOLWLHV�� ���� � �� � �� ������ � � �� �
'HIHUUHG�FRPSHQVDWLRQ�OLDELOLW\� �� ������� 2WKHU�QRQFXUUHQW�OLDELOLWLHV � ������������� � � �� �
�� �� ������� �� � ����������� �� � � �

7KH�IDLU�YDOXH�RI�RXU�PRQH\�PDUNHW�PXWXDO�IXQGV��FHUWLILFDWHV�RI�GHSRVLW�DQG�DYDLODEOH�IRU�VDOH�VHFXULWLHV�DUH�FRPSXWHG�EDVHG�
XSRQ�TXRWHG�PDUNHW�SULFHV�LQ�DFWLYH�PDUNHW��7KH�IDLU�YDOXH�RI�GHIHUUHG�FRPSHQVDWLRQ�DVVHWV�DQG�RIIVHWWLQJ�OLDELOLW\�DUH�FRPSXWHG�EDVHG�
RQ�PDUNHW�SULFHV�LQ�DQ�DFWLYH�PDUNHW�KHOG�LQ�D�UDEEL�WUXVW���7KH�IDLU�YDOXH�RI�RXU�LQWHUHVW�UDWH�VZDSV�DUH�EDVHG�RQ�TXRWHV�IURP�RXU�
FRXQWHU�SDUWLHV���7KH�IDLU�YDOXH�RI�RXU�IRUHLJQ�FXUUHQF\�H[FKDQJH�FRQWUDFWV�LV�YDOXHG�XVLQJ�TXRWHG�IRUZDUG�H[FKDQJH�UDWHV�DQG�VSRW�
UDWHV�DW�WKH�UHSRUWLQJ�GDWH��
�



����
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$�VXPPDU\�RI�ORQJ�WHUP�GHEW�IROORZV��
�
�� �� 'HFHPEHU����� �
�� �� ����� �� �� ����� �
�� �� �DPRXQWV�LQ�WKRXVDQGV�� �
/RQJ�WHUP�GHEW�� �� � ����� � �

1RWHV�SD\DEOH�DQG�0RUWJDJHV�SD\DEOH��LQFOXGLQJ�REOLJDWLRQV�XQGHU�FDSLWDOL]HG�OHDVHV�
RI���������LQ������DQG���������LQ�������DQG�WHUP�ORDQV�ZLWK�YDU\LQJ�PDWXULWLHV�
WKURXJK�������ZHLJKWHG�DYHUDJH�LQWHUHVW�UDWHV�RI������LQ������DQG������LQ�������VHH�
1RWH���UHJDUGLQJ�FDSLWDOL]HG�OHDVHV�� �� � ����������� � �������
5HYROYLQJ�FUHGLW�DQG�RQ�GHPDQG�FUHGLW�IDFLOLW\� �� � ����������� � ������
7HUP�/RDQ�$� �� � �������������� � ����������
7HUP�/RDQ�%� �� � ������������ � ��������
$FFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP� �� � ������������ � ��������
������6HQLRU�6HFXUHG�1RWHV�GXH�������LQFOXGLQJ�XQDPRUWL]HG�SUHPLXP�RI��������LQ�
�����DQG��������LQ������DQG�QHW�RI�XQDPRUWL]HG�GLVFRXQW�RI�����LQ������DQG�����LQ�
����� �� � ������������ � ��������
������6HQLRU�6HFXUHG�1RWHV�GXH������ �� � ������������ � ��������

7RWDO�GHEW�EHIRUH�XQDPRUWL]HG�ILQDQFLQJ�FRVWV� �� � �������������� � ����������
/HVV�8QDPRUWL]HG�ILQDQFLQJ�FRVWV� �� � ������������ � ��������
7RWDO�GHEW�DIWHU�XQDPRUWL]HG�ILQDQFLQJ�FRVWV� �� � �������������� � ����������
/HVV�$PRXQWV�GXH�ZLWKLQ�RQH�\HDU��QHW�RI�XQDPRUWL]HG�ILQDQFLQJ�FRVWV�� �� � ������������ � ��������
/RQJ�WHUP�GHEW� �� � �������������� � �����������

Credit Facilities and Outstanding Debt Securities 

2Q�2FWREHU�����������ZH�HQWHUHG�LQWR�D��6L[WK�$PHQGPHQW��WKH�³6L[WK�$PHQGPHQW´��WR�RXU�FUHGLW�DJUHHPHQW�GDWHG�DV�RI�
1RYHPEHU�����������DV�DPHQGHG�RQ�0DUFK�����������6HSWHPEHU�����������0D\�����������$XJXVW���������DQG�-XQH����������DPRQJ�
8+6��DV�ERUURZHU��WKH�VHYHUDO�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�IURP�WLPH�WR�WLPH�SDUWLHV�WKHUHWR��DV�OHQGHUV��-30RUJDQ�&KDVH�
%DQN��1�$���DV�DGPLQLVWUDWLYH�DJHQW��DQG�WKH�RWKHU�DJHQWV�SDUW\�WKHUHWR��WKH�³6HQLRU�&UHGLW�$JUHHPHQW´���7KH�6L[WK�$PHQGPHQW�
EHFDPH�HIIHFWLYH�RQ�2FWREHU������������

7KH�6L[WK�$PHQGPHQW�DPHQGHG�WKH�6HQLRU�&UHGLW�$JUHHPHQW�WR��DPRQJ�RWKHU�WKLQJV���L��LQFUHDVH�WKH�DJJUHJDWH�DPRXQW�RI�WKH�
UHYROYLQJ�FUHGLW�IDFLOLW\�WR����ELOOLRQ��LQFUHDVH�RI������PLOOLRQ�RYHU�WKH������PLOOLRQ�SUHYLRXV�FRPPLWPHQW����LL��LQFUHDVH�WKH�
DJJUHJDWH�DPRXQW�RI�WKH�WUDQFKH�$�WHUP�ORDQ�FRPPLWPHQWV�WR����ELOOLRQ��LQFUHDVH�RI�DSSUR[LPDWHO\������PLOOLRQ�RYHU�WKH�������ELOOLRQ�
RI�RXWVWDQGLQJ�ERUURZLQJV�SULRU�WR�WKH�DPHQGPHQW���DQG���LLL��H[WHQGHG�WKH�PDWXULW\�GDWH�RI�WKH�UHYROYLQJ�FUHGLW�DQG�WUDQFKH�$�WHUP�
ORDQ�IDFLOLWLHV�WR�2FWREHU����������IURP�$XJXVW�����������

2Q�2FWREHU�����������ZH�DGGHG�D�VHYHQ�\HDU�WUDQFKH�%�WHUP�ORDQ�IDFLOLW\�LQ�WKH�DJJUHJDWH�SULQFLSDO�DPRXQW�RI������PLOOLRQ�
SXUVXDQW�WR�WKH�6HQLRU�&UHGLW�$JUHHPHQW��7KH�WUDQFKH�%�WHUP�ORDQ�PDWXUHV�RQ�2FWREHU������������:H�XVHG�WKH�SURFHHGV�WR�UHSD\�
ERUURZLQJV�XQGHU�WKH�UHYROYLQJ�FUHGLW�IDFLOLW\��WKH�6HFXULWL]DWLRQ��DV�GHILQHG�EHORZ���WR�UHGHHP�RXU������PLOOLRQ��������6HQLRU�1RWHV�
WKDW�ZHUH�VFKHGXOHG�WR�PDWXUH�LQ������DQG�IRU�JHQHUDO�FRUSRUDWH�SXUSRVHV����

$V�RI�'HFHPEHU�����������ZH�KDG�QR�ERUURZLQJV�RXWVWDQGLQJ�SXUVXDQW�WR�RXU����ELOOLRQ�UHYROYLQJ�FUHGLW�IDFLOLW\�DQG�ZH�KDG������
PLOOLRQ�RI�DYDLODEOH�ERUURZLQJ�FDSDFLW\�QHW�RI����PLOOLRQ�RI�RXWVWDQGLQJ�OHWWHUV�RI�FUHGLW�DQG�����PLOOLRQ�RI�RXWVWDQGLQJ�ERUURZLQJV�
SXUVXDQW�WR�D�VKRUW�WHUP�FUHGLW�IDFLOLW\����

3XUVXDQW�WR�WKH�WHUPV�RI�WKH�6L[WK�$PHQGPHQW��WKH�WUDQFKH�$�WHUP�ORDQ��ZKLFK�KDG��������ELOOLRQ�RI�ERUURZLQJV�RXWVWDQGLQJ�DV�RI�
'HFHPEHU�����������SURYLGHV�IRU�HLJKW�LQVWDOOPHQW�SD\PHQWV�RI�������PLOOLRQ�SHU�TXDUWHU�ZKLFK�FRPPHQFHG�LQ�0DUFK�RI������DQG�DUH�
VFKHGXOHG�WR�FRQWLQXH�WKURXJK�'HFHPEHU�RI��������7KHUHDIWHU��SD\PHQWV�RI�����PLOOLRQ�SHU�TXDUWHU�DUH�VFKHGXOHG��FRPPHQFLQJ�LQ�
0DUFK�RI������XQWLO�PDWXULW\�LQ�2FWREHU�RI�������ZKHQ�DOO�RXWVWDQGLQJ�DPRXQWV�ZLOO�EH�GXH���

7KH�WUDQFKH�%�WHUP�ORDQ��ZKLFK�KDG������PLOOLRQ�RI�ERUURZLQJV�RXWVWDQGLQJ�DV�RI�'HFHPEHU�����������SURYLGHV�IRU�LQVWDOOPHQW�
SD\PHQWV�RI�������PLOOLRQ�SHU�TXDUWHU��ZKLFK�FRPPHQFHG�RQ�0DUFK����������DQG�DUH�VFKHGXOHG�WR�FRQWLQXH�XQWLO�PDWXULW\�LQ�2FWREHU�
RI�������ZKHQ�DOO�RXWVWDQGLQJ�DPRXQWV�ZLOO�EH�GXH�������

%RUURZLQJV�XQGHU�WKH�6HQLRU�&UHGLW�$JUHHPHQW�EHDU�LQWHUHVW�DW�RXU�HOHFWLRQ�DW�HLWKHU�����WKH�$%5�UDWH�ZKLFK�LV�GHILQHG�DV�WKH�UDWH�
SHU�DQQXP�HTXDO�WR�WKH�JUHDWHVW�RI��D��WKH�OHQGHU¶V�SULPH�UDWH���E��WKH�ZHLJKWHG�DYHUDJH�RI�WKH�IHGHUDO�IXQGV�UDWH��SOXV������DQG��F��RQH�
PRQWK�/,%25�UDWH�SOXV�����LQ�HDFK�FDVH��SOXV�DQ�DSSOLFDEOH�PDUJLQ�EDVHG�XSRQ�RXU�FRQVROLGDWHG�OHYHUDJH�UDWLR�DW�WKH�HQG�RI�HDFK�
TXDUWHU�UDQJLQJ�IURP��������WR��������IRU�UHYROYLQJ�FUHGLW�DQG�WHUP�ORDQ�$�ERUURZLQJV�DQG�������IRU�WUDQFKH�%�ERUURZLQJV��RU�



����

����WKH�RQH��WZR��WKUHH�RU�VL[�PRQWK�/,%25�UDWH��DW�RXU�HOHFWLRQ���SOXV�DQ�DSSOLFDEOH�PDUJLQ�EDVHG�XSRQ�RXU�FRQVROLGDWHG�OHYHUDJH�UDWLR�
DW�WKH�HQG�RI�HDFK�TXDUWHU�UDQJLQJ�IURP��������WR��������IRU�UHYROYLQJ�FUHGLW�DQG�WHUP�ORDQ�$�ERUURZLQJV�DQG�������IRU�WKH�WUDQFKH�
%�WHUP�ORDQ��$V�RI�'HFHPEHU�����������WKH�DSSOLFDEOH�PDUJLQV�ZHUH��������IRU�$%5�EDVHG�ORDQV�DQG��������IRU�/,%25�EDVHG�ORDQV�
XQGHU�WKH�UHYROYLQJ�FUHGLW�DQG�WHUP�ORDQ�$�IDFLOLWLHV���7KH�UHYROYLQJ�FUHGLW�IDFLOLW\�LQFOXGHV�D������PLOOLRQ�VXE�OLPLW�IRU�OHWWHUV�RI�
FUHGLW��7KH�6HQLRU�&UHGLW�$JUHHPHQW�LV�VHFXUHG�E\�FHUWDLQ�DVVHWV�RI�WKH�&RPSDQ\�DQG�RXU�PDWHULDO�VXEVLGLDULHV��ZKLFK�JHQHUDOO\�
H[FOXGHV�DVVHW�FODVVHV�VXFK�DV�VXEVWDQWLDOO\�DOO�RI�WKH�SDWLHQW�UHODWHG�DFFRXQWV�UHFHLYDEOH�RI�RXU�DFXWH�FDUH�KRVSLWDOV��DQG�FHUWDLQ�UHDO�
HVWDWH�DVVHWV�DQG�DVVHWV�KHOG�LQ�MRLQW�YHQWXUHV�ZLWK�WKLUG�SDUWLHV��DQG�LV�JXDUDQWHHG�E\�RXU�PDWHULDO�VXEVLGLDULHV��

7KH�6HQLRU�&UHGLW�$JUHHPHQW�LQFOXGHV�D�PDWHULDO�DGYHUVH�FKDQJH�FODXVH�WKDW�PXVW�EH�UHSUHVHQWHG�DW�HDFK�GUDZ��7KH�6HQLRU�&UHGLW�
$JUHHPHQW�FRQWDLQV�FRYHQDQWV�WKDW�LQFOXGH�D�OLPLWDWLRQ�RQ�VDOHV�RI�DVVHWV��PHUJHUV��FKDQJH�RI�RZQHUVKLS��OLHQV�DQG�LQGHEWHGQHVV��
WUDQVDFWLRQV�ZLWK�DIILOLDWHV��GLYLGHQGV�DQG�VWRFN�UHSXUFKDVHV��DQG�UHTXLUHV�FRPSOLDQFH�ZLWK�ILQDQFLDO�FRYHQDQWV�LQFOXGLQJ�PD[LPXP�
OHYHUDJH��:H�DUH�LQ�FRPSOLDQFH�ZLWK�DOO�UHTXLUHG�FRYHQDQWV�DV�RI�'HFHPEHU����������DQG�'HFHPEHU�����������

,Q�ODWH�$SULO��������ZH�HQWHUHG�LQWR�WKH�VL[WK�DPHQGPHQW�WR�RXU�DFFRXQWV�UHFHLYDEOH�VHFXULWL]DWLRQ�SURJUDP��³6HFXULWL]DWLRQ´��GDWHG�
DV�RI�2FWREHU����������ZLWK�D�JURXS�RI�FRQGXLW�OHQGHUV��OLTXLGLW\�EDQNV��DQG�31&�%DQN��1DWLRQDO�$VVRFLDWLRQ��DV�DGPLQLVWUDWLYH�DJHQW��
ZKLFK�SURYLGHV�IRU�ERUURZLQJV�RXWVWDQGLQJ�IURP�WLPH�WR�WLPH�E\�FHUWDLQ�RI�RXU�VXEVLGLDULHV�LQ�H[FKDQJH�IRU�XQGLYLGHG�VHFXULW\�
LQWHUHVWV�LQ�WKHLU�UHVSHFWLYH�DFFRXQWV�UHFHLYDEOH��7KH�VL[WK�DPHQGPHQW��DPRQJ�RWKHU�WKLQJV��H[WHQGHG�WKH�WHUP�RI�WKH�6HFXULWL]DWLRQ�
SURJUDP�WKURXJK�$SULO����������DQG�LQFUHDVHG�WKH�ERUURZLQJ�FDSDFLW\�WR������PLOOLRQ��IURP������PLOOLRQ�SUHYLRXVO\���$OWKRXJK�WKH�
SURJUDP�IHH�DQG�FHUWDLQ�RWKHU�IHHV�ZHUH�DGMXVWHG�LQ�FRQQHFWLRQ�ZLWK�WKH�VL[WK�DPHQGPHQW��VXEVWDQWLDOO\�DOO�RWKHU�SURYLVLRQV�RI�WKH�
6HFXULWL]DWLRQ�SURJUDP�UHPDLQHG�XQFKDQJHG���3XUVXDQW�WR�WKH�WHUPV�RI�RXU�6HFXULWL]DWLRQ�SURJUDP��VXEVWDQWLDOO\�DOO�RI�WKH�SDWLHQW�
UHODWHG�DFFRXQWV�UHFHLYDEOH�RI�RXU�DFXWH�FDUH�KRVSLWDOV��³5HFHLYDEOHV´��VHUYH�DV�FROODWHUDO�IRU�WKH�RXWVWDQGLQJ�ERUURZLQJV��:H�KDYH�
DFFRXQWHG�IRU�WKLV�6HFXULWL]DWLRQ�DV�ERUURZLQJV��:H�PDLQWDLQ�HIIHFWLYH�FRQWURO�RYHU�WKH�5HFHLYDEOHV�VLQFH��SXUVXDQW�WR�WKH�WHUPV�RI�WKH�
6HFXULWL]DWLRQ��WKH�5HFHLYDEOHV�DUH�VROG�IURP�FHUWDLQ�RI�RXU�VXEVLGLDULHV�WR�VSHFLDO�SXUSRVH�HQWLWLHV�WKDW�DUH�ZKROO\�RZQHG�E\�XV��7KH�
5HFHLYDEOHV��KRZHYHU��DUH�RZQHG�E\�WKH�VSHFLDO�SXUSRVH�HQWLWLHV��FDQ�EH�XVHG�RQO\�WR�VDWLVI\�WKH�GHEWV�RI�WKH�ZKROO\�RZQHG�VSHFLDO�
SXUSRVH�HQWLWLHV��DQG�WKXV�DUH�QRW�DYDLODEOH�WR�XV�H[FHSW�WKURXJK�RXU�RZQHUVKLS�LQWHUHVW�LQ�WKH�VSHFLDO�SXUSRVH�HQWLWLHV��7KH�ZKROO\�
RZQHG�VSHFLDO�SXUSRVH�HQWLWLHV�XVH�WKH�5HFHLYDEOHV�WR�FROODWHUDOL]H�WKH�ORDQV�REWDLQHG�IURP�WKH�JURXS�RI�WKLUG�SDUW\�FRQGXLW�OHQGHUV�
DQG�OLTXLGLW\�EDQNV��7KH�JURXS�RI�WKLUG�SDUW\�FRQGXLW�OHQGHUV�DQG�OLTXLGLW\�EDQNV�GR�QRW�KDYH�UHFRXUVH�WR�XV�EH\RQG�WKH�DVVHWV�RI�WKH�
ZKROO\�RZQHG�VSHFLDO�SXUSRVH�HQWLWLHV�WKDW�VHFXULWL]H�WKH�ORDQV��$W�'HFHPEHU�����������ZH�KDG������PLOOLRQ�RI�RXWVWDQGLQJ�
ERUURZLQJV�SXUVXDQW�WR�WKH�WHUPV�RI�WKH�6HFXULWL]DWLRQ�DQG�����PLOOLRQ�RI�DYDLODEOH�ERUURZLQJ�FDSDFLW\�����

$V�RI�'HFHPEHU�����������ZH�KDG�FRPELQHG�DJJUHJDWH�SULQFLSDO�RI������ELOOLRQ�IURP�WKH�IROORZLQJ�VHQLRU�VHFXUHG�QRWHV��

x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������VHQLRU�VHFXUHG�QRWHV�GXH�LQ�$XJXVW��������³�����1RWHV´��ZKLFK�ZHUH�
LVVXHG�DV�IROORZV��

x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�LVVXHG�RQ�$XJXVW���������DW�SDU��
x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�LVVXHG�RQ�-XQH���������DW��������WR�\LHOG��������

�
x� �����PLOOLRQ�DJJUHJDWH�SULQFLSDO�DPRXQW�RI�������VHQLRU�VHFXUHG�QRWHV�GXH�LQ�-XQH��������³�����1RWHV´��ZKLFK�ZHUH�LVVXHG�

RQ�-XQH����������

,QWHUHVW�RQ�WKH������1RWHV�LV�SD\DEOH�RQ�)HEUXDU\���DQG�$XJXVW���RI�HDFK�\HDU�XQWLO�WKH�PDWXULW\�GDWH�RI�$XJXVW�����������,QWHUHVW�
RQ�WKH������1RWHV�LV�SD\DEOH�RQ�-XQH���DQG�'HFHPEHU���XQWLO�WKH�PDWXULW\�GDWH�RI�-XQH����������7KH������1RWHV�DQG������1RWHV�ZHUH�
RIIHUHG�RQO\�WR�TXDOLILHG�LQVWLWXWLRQDO�EX\HUV�XQGHU�5XOH����$�DQG�WR�QRQ�8�6��SHUVRQV�RXWVLGH�WKH�8QLWHG�6WDWHV�LQ�UHOLDQFH�RQ�
5HJXODWLRQ�6�XQGHU�WKH�6HFXULWLHV�$FW�RI�������DV�DPHQGHG��WKH�³6HFXULWLHV�$FW´���7KH������1RWHV�DQG������1RWHV�KDYH�QRW�EHHQ�
UHJLVWHUHG�XQGHU�WKH�6HFXULWLHV�$FW�DQG�PD\�QRW�EH�RIIHUHG�RU�VROG�LQ�WKH�8QLWHG�6WDWHV�DEVHQW�UHJLVWUDWLRQ�RU�DQ�DSSOLFDEOH�H[HPSWLRQ�
IURP�UHJLVWUDWLRQ�UHTXLUHPHQWV��
�

2Q�1RYHPEHU����������ZH�UHGHHPHG�WKH������PLOOLRQ�DJJUHJDWH�SULQFLSDO��������6HQLRU�1RWHV�GXH�LQ�������7KH������1RWHV�
ZHUH�UHGHHPHG�IRU�DQ�DJJUHJDWH�SULFH�HTXDO�WR����������RI�WKH�SULQFLSDO�DPRXQW��UHVXOWLQJ�LQ�D�SUHPLXP�SDLG�RI�DSSUR[LPDWHO\����
PLOOLRQ��SOXV�DFFUXHG�LQWHUHVW�WR�WKH�UHGHPSWLRQ�GDWH����

$W�HDFK�RI�'HFHPEHU����������DQG�������WKH�FDUU\LQJ�YDOXH�DQG�IDLU�YDOXH�RI�RXU�GHEW�ZHUH�HDFK�DSSUR[LPDWHO\������ELOOLRQ��7KH�
IDLU�YDOXH�RI�RXU�GHEW�ZDV�FRPSXWHG�EDVHG�XSRQ�TXRWHV�UHFHLYHG�IURP�ILQDQFLDO�LQVWLWXWLRQV��:H�FRQVLGHU�WKHVH�WR�EH�³OHYHO��´�LQ�WKH�
IDLU�YDOXH�KLHUDUFK\�DV�RXWOLQHG�LQ�WKH�DXWKRULWDWLYH�JXLGDQFH�IRU�GLVFORVXUHV�LQ�FRQQHFWLRQ�ZLWK�GHEW�LQVWUXPHQWV��

 



����

7KH�DJJUHJDWH�VFKHGXOHG�PDWXULWLHV�RI�RXU�WRWDO�GHEW�RXWVWDQGLQJ�DV�RI�'HFHPEHU����������DUH�DV�IROORZV��
�

� � ����V�� ��
����� � � ���������
����� � � ����������
����� � � ����������
����� � � ������������
����� � � ��������
/DWHU� � � ����������
7RWDO�PDWXULWLHV�EHIRUH�XQDPRUWL]HG�ILQDQFLQJ�FRVWV� � � ������������
/HVV�8QDPRUWL]HG�ILQDQFLQJ�FRVWV� � � ����������
7RWDO� � � ������������

���&20021�672&.�

Dividends 

,Q�-XO\��������RXU�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�D������SHU�VKDUH�LQFUHDVH�LQ�RXU�TXDUWHUO\�FDVK�GLYLGHQG�WR������SHU�VKDUH�
HIIHFWLYH�ZLWK�WKH�GLYLGHQG�IRU�WKH�WKLUG�TXDUWHU�RI��������&DVK�GLYLGHQGV�RI�������SHU�VKDUH��������PLOOLRQ�LQ�WKH�DJJUHJDWH��ZHUH�
GHFODUHG�DQG�SDLG�GXULQJ�������������SHU�VKDUH��������PLOOLRQ�LQ�WKH�DJJUHJDWH��ZHUH�GHFODUHG�DQG�SDLG�GXULQJ������DQG�������SHU�
VKDUH��������PLOOLRQ�LQ�WKH�DJJUHJDWH��ZHUH�GHFODUHG�DQG�SDLG�GXULQJ��������$OO�FODVVHV�RI�RXU�FRPPRQ�VWRFN�KDYH�VLPLODU�HFRQRPLF�
ULJKWV��

Stock Repurchase Programs 

,Q�-XO\��������RXU�%RDUG�RI�'LUHFWRUV�DXWKRUL]HG�D������ELOOLRQ�LQFUHDVH�WR�RXU�VWRFN�UHSXUFKDVH�SURJUDP��ZKLFK�LQFUHDVHG�WKH�
DJJUHJDWH�DXWKRUL]DWLRQ�WR������ELOOLRQ�IURP�WKH�SUHYLRXV������ELOOLRQ�DXWKRUL]DWLRQ�DSSURYHG�LQ�YDULRXV�LQFUHPHQWV�VLQFH�������
3XUVXDQW�WR�WKLV�SURJUDP��ZKLFK�KDG�DQ�DJJUHJDWH�DYDLODEOH�UHSXUFKDVH�DXWKRUL]DWLRQ�RI��������PLOOLRQ�DV�RI�'HFHPEHU�����������
VKDUHV�RI�RXU�&ODVV�%�&RPPRQ�6WRFN�PD\�EH�UHSXUFKDVHG��IURP�WLPH�WR�WLPH�DV�FRQGLWLRQV�DOORZ��RQ�WKH�RSHQ�PDUNHW�RU�LQ�QHJRWLDWHG�
SULYDWH�WUDQVDFWLRQV���7KHUH�LV�QR�H[SLUDWLRQ�GDWH�IRU�RXU�VWRFN�UHSXUFKDVH�SURJUDPV��

7KH�IROORZLQJ�VFKHGXOH�SURYLGHV�LQIRUPDWLRQ�UHODWHG�WR�RXU�VWRFN�UHSXUFKDVH�SURJUDP�IRU�HDFK�RI�WKH�WKUHH�\HDUV�HQGHG�
'HFHPEHU������������'XULQJ�����������������VKDUHV���������PLOOLRQ��ZHUH�UHSXUFKDVHG�SXUVXDQW�WR�WKH�WHUPV�RI�RXU�VWRFN�UHSXUFKDVH�
SURJUDP�DQG���������VKDUHV��������PLOOLRQ�LQ�WKH�DJJUHJDWH��ZHUH�UHSXUFKDVHG�LQ�FRQQHFWLRQ�ZLWK�WKH�LQFRPH�WD[�ZLWKKROGLQJ�
REOLJDWLRQV�UHVXOWLQJ�IURP�VWRFN�EDVHG�FRPSHQVDWLRQ�SURJUDPV���'XULQJ�����������������VKDUHV���������PLOOLRQ��ZHUH�UHSXUFKDVHG�
SXUVXDQW�WR�WKH�WHUPV�RI�RXU�VWRFN�UHSXUFKDVH�SURJUDP�DQG���������VKDUHV��������PLOOLRQ�LQ�WKH�DJJUHJDWH��ZHUH�UHSXUFKDVHG�LQ�
FRQQHFWLRQ�ZLWK�WKH�LQFRPH�WD[�ZLWKKROGLQJ�REOLJDWLRQV�UHVXOWLQJ�IURP�VWRFN�EDVHG�FRPSHQVDWLRQ�SURJUDPV���'XULQJ�����������������
VKDUHV���������PLOOLRQ��ZHUH�UHSXUFKDVHG�SXUVXDQW�WR�WKH�WHUPV�RI�RXU�VWRFN�UHSXUFKDVH�SURJUDP�DQG���������VKDUHV��������PLOOLRQ�LQ�
WKH�DJJUHJDWH��ZHUH�UHSXUFKDVHG�LQ�FRQQHFWLRQ�ZLWK�WKH�LQFRPH�WD[�ZLWKKROGLQJ�REOLJDWLRQV�UHVXOWLQJ�IURP�VWRFN�EDVHG�FRPSHQVDWLRQ�
SURJUDPV���
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$GGLWLRQDO�
GROODUV�

DXWKRUL]HG�
IRU�

UHSXUFKDVH�
�LQ�

WKRXVDQGV�� ����

7RWDO�
QXPEHU�RI�
VKDUHV�

SXUFKDVHG�
�D��� ����

7RWDO�
QXPEHU
RI�VKDUHV
FDQFHOOHG ��

$YHUDJH
SULFH�

SDLG�SHU
VKDUH�IRU
IRUIHLWHG
UHVWULFWHG
VKDUHV ��

7RWDO�
QXPEHU�RI�
VKDUHV�

SXUFKDVHG�
DV�SDUW�RI�
SXEOLFO\�

DQQRXQFHG�
SURJUDPV � �

$YHUDJH�
SULFH�SDLG�
SHU�VKDUH�
IRU�VKDUHV�
SXUFKDVHG
DV�SDUW�RI�
SXEOLFO\�

DQQRXQFHG
SURJUDP � �

$JJUHJDWH�
SXUFKDVH�
SULFH�SDLG�

�LQ�
WKRXVDQGV�� ����

$JJUHJDWH�
SXUFKDVH�
SULFH�SDLG�
IRU�VKDUHV�
SXUFKDVHG�
DV�SDUW�RI�
SXEOLFO\�

DQQRXQFHG�
SURJUDP � �

0D[LPXP
QXPEHU�RI
GROODUV�
WKDW�PD\�
\HW�EH�

SXUFKDVHG
XQGHU�WKH
SURJUDP�

�LQ�
WKRXVDQGV� �

%DODQFH�DV�RI�
���-DQXDU\��������� ������ �������� ������ � � � � � � � � � � ������� � � � ��������
����� ���� �������������� ���������������������� �� ���� � � ���������� � � ������� � �� �������������� �������� � � ��������
����� ���� �������������� ���������������������� �� ���� � � ���������� � � ������� � �� �������������� �������� � � ��������
����� �������������������� ���������������������� �� ���� � � ���������� � � ������� � �� �������������� �������� � � ��������
7RWDO�IRU�WKUHH�\HDU�
���SHULRG�HQGHG�
���'HFHPEHU�����
����� ������������������������������������������� �� ���� � � ����������� � � ������� � ���������������������������� � � �

�D��� �,QFOXGHV����������������DQG��������RI�UHVWULFWHG�VKDUHV�WKDW�ZHUH�IRUIHLWHG�E\�IRUPHU�HPSOR\HHV�SXUVXDQW�WR�WKH�WHUPV�RI�RXU�UHVWULFWHG�VWRFN�SXUFKDVH�SODQ�
GXULQJ������������DQG�������UHVSHFWLYHO\��

Stock-based Compensation Plans 

$W�'HFHPEHU�����������ZH�KDYH�D�QXPEHU�RI�VWRFN�EDVHG�HPSOR\HH�FRPSHQVDWLRQ�SODQV��3XUVXDQW�WR�WKH�)$6%¶V�JXLGDQFH��ZH�
H[SHQVH�WKH�JUDQW�GDWH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�DQG�RWKHU�HTXLW\�EDVHG�FRPSHQVDWLRQ�SXUVXDQW�WR�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�
VWDWHG�YHVWLQJ�SHULRG�RI�WKH�DZDUG�XVLQJ�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO��

3UH�WD[�VKDUH�EDVHG�FRPSHQVDWLRQ�FRVWV�RI�������PLOOLRQ�GXULQJ�������������PLOOLRQ�GXULQJ������DQG�������PLOOLRQ�GXULQJ������
ZHUH�UHFRJQL]HG�UHODWHG�WR�RXWVWDQGLQJ�VWRFN�RSWLRQV��,Q�DGGLWLRQ��SUH�WD[�FRPSHQVDWLRQ�FRVWV�RI������PLOOLRQ�GXULQJ������������
PLOOLRQ�GXULQJ������DQG������PLOOLRQ�GXULQJ������ZHUH�UHFRJQL]HG�UHODWHG�WR�DPRUWL]DWLRQ�RI�UHVWULFWHG�VWRFN�DQG�GLVFRXQWV�SURYLGHG�
LQ�FRQQHFWLRQ�ZLWK�VKDUHV�SXUFKDVHG�SXUVXDQW�WR�RXU������(PSOR\HH�6WRFN�3XUFKDVH�3ODQ���$V�RI�'HFHPEHU�����������WKHUH�ZDV�
DSSUR[LPDWHO\��������PLOOLRQ�RI�XQUHFRJQL]HG�FRPSHQVDWLRQ�FRVW�UHODWHG�WR�XQYHVWHG�VWRFN�RSWLRQV�DQG�UHVWULFWHG�VWRFN�ZKLFK�LV�
H[SHFWHG�WR�EH�UHFRJQL]HG�RYHU�WKH�UHPDLQLQJ�DYHUDJH�YHVWLQJ�SHULRG�RI�����\HDUV������

7KH�H[SHQVH�DVVRFLDWHG�ZLWK�VWRFN�EDVHG�FRPSHQVDWLRQ�DUUDQJHPHQWV�LV�D�QRQ�FDVK�FKDUJH��,Q�WKH�&RQVROLGDWHG�6WDWHPHQWV�RI�
&DVK�)ORZV��VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�LV�DQ�DGMXVWPHQW�WR�UHFRQFLOH�QHW�LQFRPH�WR�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�DQG�
DJJUHJDWHG�WR�������PLOOLRQ�LQ�������������PLOOLRQ�LQ������DQG�������PLOOLRQ�LQ���������,Q�FRQQHFWLRQ�ZLWK�RXU�-DQXDU\���������
DGRSWLRQ�RI�$68����������³&RPSHQVDWLRQ�6WRFN�&RPSHQVDWLRQ��7RSLF�������,PSURYHPHQWV�WR�(PSOR\HH�6KDUH�%DVHG�3D\PHQW�
$FFRXQWLQJ´��RXU�SURYLVLRQ�IRU�LQFRPH�WD[HV�DQG�RXU�QHW�LQFRPH�DWWULEXWDEOH�WR�8+6�ZHUH�IDYRUDEO\�LPSDFWHG�E\�������PLOOLRQ�GXULQJ�
�����������PLOOLRQ�GXULQJ������DQG�������PLOOLRQ�GXULQJ�������

,Q�������ZH�DGRSWHG�WKH������6WRFN�,QFHQWLYH�3ODQ�ZKLFK�ZDV�DPHQGHG�LQ������������������DQG�������WKH�³6WRFN�,QFHQWLYH�
3ODQ´���$Q�DJJUHJDWH�RI������PLOOLRQ�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�KDV�EHHQ�UHVHUYHG�XQGHU�WKH�6WRFN�,QFHQWLYH�3ODQ��'XULQJ�
�����������DQG�������VWRFN�RSWLRQV��QHW�RI�FDQFHOODWLRQV��RI�DSSUR[LPDWHO\�����PLOOLRQ������PLOOLRQ�DQG�����PLOOLRQ��UHVSHFWLYHO\��ZHUH�
JUDQWHG��6WRFN�RSWLRQV�WR�SXUFKDVH�&ODVV�%�&RPPRQ�6WRFN�KDYH�EHHQ�JUDQWHG�WR�RXU�RIILFHUV��NH\�HPSOR\HHV�DQG�PHPEHUV�RI�RXU�
%RDUG�RI�'LUHFWRUV��&RPPHQFLQJ�LQ�������RXU�NH\�HPSOR\HHV�DQG�QRQ�H[HFXWLYH�RIILFHUV�EHJDQ�UHFHLYLQJ�D�SRUWLRQ�RI�WKHLU�VWRFN�
EDVHG�FRPSHQVDWLRQ�LQ�WKH�IRUP�RI�UHVWULFWHG�VWRFN��DV�GLVFXVVHG�EHORZ��LQ�DGGLWLRQ�WR�UHFHLYLQJ�RSWLRQV�WR�SXUFKDVH�&ODVV�%�&RPPRQ�
6WRFN���

7KH�SHU�RSWLRQ�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�RSWLRQV�JUDQWHG�GXULQJ������������DQG������ZDV����������������DQG�
��������UHVSHFWLYHO\��$OO�VWRFN�RSWLRQV�ZHUH�JUDQWHG�ZLWK�DQ�H[HUFLVH�SULFH�HTXDO�WR�WKH�IDLU�PDUNHW�YDOXH�RQ�WKH�GDWH�RI�WKH�JUDQW��7KH�
PDMRULW\�RI�RSWLRQV�DUH�H[HUFLVDEOH�UDWDEO\�RYHU�D�IRXU�\HDU�SHULRG�EHJLQQLQJ�RQH�\HDU�DIWHU�WKH�GDWH�RI�WKH�JUDQW��$OO�RXWVWDQGLQJ�
RSWLRQV�H[SLUH�ILYH�\HDUV�DIWHU�WKH�GDWH�RI�WKH�JUDQW��$V�RI�'HFHPEHU�����������DSSUR[LPDWHO\�����PLOOLRQ�VKDUHV�RI�&ODVV�%�&RPPRQ�
6WRFN�UHPDLQ�DYDLODEOH�IRU�LVVXDQFH�SXUVXDQW�WR�WKH�6WRFN�,QFHQWLYH�3ODQ����

7KH�IDLU�YDOXH�RI�HDFK�RSWLRQ�JUDQW�ZDV�HVWLPDWHG�RQ�WKH�GDWH�RI�JUDQW�XVLQJ�WKH�%ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO��7KH�
IROORZLQJ�ZHLJKWHG�DYHUDJH�DVVXPSWLRQV�ZHUH�GHULYHG�IURP�DYHUDJLQJ�WKH�QXPEHU�RI�RSWLRQV�JUDQWHG�GXULQJ�WKH�PRVW�UHFHQW�ILYH�\HDU�
SHULRG��7KH�ZHLJKWHG�DYHUDJH�DVVXPSWLRQV�UHIOHFWHG�EHORZ�ZHUH�EDVHG�XSRQ�WZHQW\�QLQH�RSWLRQ�JUDQWV�IRU�WKH�ILYH�\HDU�SHULRG�HQGLQJ�



����

'HFHPEHU�����������WZHQW\�VHYHQ�RSWLRQ�JUDQWV�IRU�WKH�ILYH�\HDU�SHULRG�HQGLQJ�'HFHPEHU����������DQG�WZHQW\�VHYHQ�RSWLRQ�JUDQWV�
IRU�WKH�ILYH�\HDU�SHULRG�HQGLQJ�'HFHPEHU�����������
�

<HDU�(QGHG�'HFHPEHU����� � ����� �� � ����� �� �� ����� ��
([SHFWHG�YRODWLOLW\� � � ���� � ��������� ���
5LVN�IUHH�,QWHUHVW�UDWH� � � ��� � �������� ��
([SHFWHG�OLIH��\HDUV�� � � ����� � � ������ ���� �����
)RUIHLWXUH�UDWH� � � ��� � ��������� ���
'LYLGHQG�\LHOG� � � ����� � ���������� ����

�
7KH�ULVN�IUHH�UDWH�LV�EDVHG�RQ�WKH�8�6��7UHDVXU\�]HUR�FRXSRQ�IRXU�\HDU�\LHOG�FXUYH�LQ�HIIHFW�DW�WKH�WLPH�RI�JUDQW��7KH�H[SHFWHG�

OLIH�RI�WKH�VWRFN�RSWLRQV�JUDQWHG�ZDV�HVWLPDWHG�XVLQJ�WKH�KLVWRULFDO�EHKDYLRU�RI�HPSOR\HHV��([SHFWHG�YRODWLOLW\�ZDV�EDVHG�RQ�KLVWRULFDO�
YRODWLOLW\�IRU�D�SHULRG�HTXDO�WR�WKH�VWRFN�RSWLRQ¶V�H[SHFWHG�OLIH��([SHFWHG�GLYLGHQG�\LHOG�LV�EDVHG�RQ�RXU�GLYLGHQG�\LHOG�DW�WKH�WLPH�RI�
JUDQW���7KH�IRUIHLWXUH�UDWH�LV�EDVHG�XSRQ�WKH�DFWXDO�KLVWRULFDO�IRUIHLWXUHV�XWLOL]LQJ�WKH���\HDU�WHUP�RI�WKH�RSWLRQ��

7KH�WDEOH�EHORZ�VXPPDUL]HV�RXU�VWRFN�RSWLRQ�DFWLYLW\�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU�����������
�

2XWVWDQGLQJ�2SWLRQV� ��
1XPEHU�
RI�6KDUHV ����

:HLJKWHG�
$YHUDJH�
([HUFLVH
3ULFH� � ��

%DODQFH��-DQXDU\��������� � � �������������� �� ������� �
*UDQWHG� � � �������������� �� ������� �
([HUFLVHG� � � ��������������� �� ������� �
&DQFHOOHG� � � ������������� �� ������� �

%DODQFH��'HFHPEHU���������� � � �������������� �� ������� �
2XWVWDQGLQJ�RSWLRQV�YHVWHG�DQG�H[HUFLVDEOH�DV�RI�
���'HFHPEHU���������� � � �������������� �� ������� ��

7KH�IROORZLQJ�WDEOH�SURYLGHV�LQIRUPDWLRQ�DERXW�XQYHVWHG�RSWLRQV�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������

�� � 6KDUHV� �� ��

:HLJKWHG�
$YHUDJH�

*UDQW�'DWH�
)DLU�9DOXH� �

8QYHVWHG�RSWLRQV�DV�RI�-DQXDU\��������� � � ��������������� �������
*UDQWHG� � � ��������������� �������
9HVWHG� � � ���������������� �������
&DQFHOOHG� � � �������������� �������
8QYHVWHG�RSWLRQV�DV�RI�'HFHPEHU���������� � � ��������������� �������

7KH�IROORZLQJ�WDEOH�SURYLGHV�LQIRUPDWLRQ�UHJDUGLQJ�DOO�RSWLRQV�RXWVWDQGLQJ�DW�'HFHPEHU�����������
�

�� �
2SWLRQV�

2XWVWDQGLQJ �� ��
2SWLRQV�

([HUFLVDEOH� �
1XPEHU�RI�RSWLRQV�RXWVWDQGLQJ� � � ���������������� ����������
:HLJKWHG�DYHUDJH�H[HUFLVH�SULFH� � � ������������� �������
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8QGHU�RXU�$PHQGHG�DQG�5HVWDWHG������(PSOR\HHV¶�5HVWULFWHG�6WRFN�3XUFKDVH�3ODQ��WKH�³5HVWULFWHG�6WRFN�3ODQ´���ZKLFK�DOORZV�
HOLJLEOH�SDUWLFLSDQWV�WR�SXUFKDVH�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�DW�SDU�YDOXH��VXEMHFW�WR�FHUWDLQ�UHVWULFWLRQV����������VKDUHV�RI�&ODVV�
%�&RPPRQ�6WRFN�KDYH�EHHQ�UHVHUYHG���'XULQJ������������DQG�������UHVWULFWHG�VKDUHV��QHW�RI�FDQFHOODWLRQV��RI�DSSUR[LPDWHO\����������
���������DQG���������UHVSHFWLYHO\��ZHUH�JUDQWHG�DQG�LVVXHG��ZLWK�YDULRXV�UDWDEOH�YHVWLQJ�SHULRGV�UDQJLQJ�XS�WR�ILYH�\HDUV�IURP�WKH�GDWH�
RI�JUDQW���7KH�ZHLJKWHG�DYHUDJH�JUDQW�GDWH�IDLU�YDOXH�RI�WKH�UHVWULFWHG�VKDUHV�JUDQWHG�GXULQJ������������DQG������ZDV����������
��������DQG����������UHVSHFWLYHO\��7KH�IDLU�YDOXH�RI�HDFK�UHVWULFWHG�VWRFN�JUDQW�ZDV�GHWHUPLQHG�DV�WKH�FORVLQJ�8+6�PDUNHW�SULFH�RQ�
WKH�GDWH�RI�JUDQW���5HVWULFWHG�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�KDYH�EHHQ�JUDQWHG�WR�RXU�RIILFHUV�DQG�NH\�HPSOR\HHV��

,Q�DGGLWLRQ�WR�WKH�6WRFN�,QFHQWLYH�3ODQ�DQG�WKH�5HVWULFWHG�6WRFN�3ODQ��ZH�KDYH�RXU������(PSOR\HH�6WRFN�3XUFKDVH�3ODQ��WKH�
³(PSOR\HH�6WRFN�3ODQ´��ZKLFK�DOORZV�HOLJLEOH�HPSOR\HHV�WR�SXUFKDVH�VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�DW�D�WHQ�SHUFHQW�GLVFRXQW��
7KHUH�ZHUH����������������DQG��������VKDUHV�LVVXHG�SXUVXDQW�WR�WKH�(PSOR\HH�6WRFN�3XUFKDVH�3ODQ�GXULQJ������������DQG�������
UHVSHFWLYHO\��

,Q�FRQQHFWLRQ�ZLWK�WKH�5HVWULFWHG�6WRFN�3ODQ�DQG�WKH�(PSOR\HH�6WRFN�3ODQ��ZH�KDYH�UHVHUYHG�����PLOOLRQ�VKDUHV�RI�&ODVV�%�
&RPPRQ�6WRFN�IRU�LVVXDQFH�DQG�KDYH�LVVXHG�DSSUR[LPDWHO\�����PLOOLRQ�VKDUHV��QHW�RI�FDQFHOODWLRQV��DV�RI�'HFHPEHU�����������$V�RI�
'HFHPEHU�����������DSSUR[LPDWHO\���������VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�UHPDLQ�DYDLODEOH�IRU�LVVXDQFH�SXUVXDQW�WR�WKHVH�SODQV��

$W�'HFHPEHU����������������������VKDUHV�RI�&ODVV�%�&RPPRQ�6WRFN�ZHUH�UHVHUYHG�IRU�LVVXDQFH�XSRQ�FRQYHUVLRQ�RI�VKDUHV�RI�
&ODVV�$��&�DQG�'�&RPPRQ�6WRFN�RXWVWDQGLQJ��IRU�LVVXDQFH�XSRQ�H[HUFLVH�RI�RSWLRQV�WR�SXUFKDVH�&ODVV�%�&RPPRQ�6WRFN�DQG�IRU�
LVVXDQFH�RI�VWRFN�XQGHU�RWKHU�LQFHQWLYH�SODQV��&ODVV�$��&�DQG�'�&RPPRQ�6WRFN�DUH�FRQYHUWLEOH�RQ�D�VKDUH�IRU�VKDUH�EDVLV�LQWR�&ODVV�%�
&RPPRQ�6WRFN��

���,1&20(�7$;(6�

&RPSRQHQWV�RI�LQFRPH�WD[�H[SHQVH��EHQHILW��DUH�DV�IROORZV��DPRXQWV�LQ�WKRXVDQGV���
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�
2Q�'HFHPEHU�����������WKH�3UHVLGHQW�RI�WKH�8QLWHG�6WDWHV�VLJQHG�LQWR�ODZ�FRPSUHKHQVLYH�WD[�OHJLVODWLRQ�FRPPRQO\�UHIHUUHG�WR�

DV�WKH�7D[�&XWV�DQG�-REV�$FW�RI�������WKH�³7&-$���´���7KH�7&-$����PDGH�EURDG�DQG�FRPSOH[�FKDQJHV�WR�WKH�8�6��WD[�FRGH��
LQFOXGLQJ��EXW�QRW�OLPLWHG�WR������UHGXFLQJ�WKH�8�6��IHGHUDO�FRUSRUDWH�WD[�UDWH�IURP����SHUFHQW�WR����SHUFHQW������UHTXLULQJ�FRPSDQLHV�WR�
SD\�D�RQH�WLPH�WUDQVLWLRQ�WD[�RQ�FHUWDLQ�XQUHSDWULDWHG�HDUQLQJV�RI�IRUHLJQ�VXEVLGLDULHV������JHQHUDOO\�HOLPLQDWLQJ�8�6��IHGHUDO�LQFRPH�



����

WD[HV�RQ�GLYLGHQGV�IURP�IRUHLJQ�VXEVLGLDULHV������UHTXLULQJ�D�FXUUHQW�LQFOXVLRQ�LQ�8�6��IHGHUDO�WD[DEOH�LQFRPH�RI�FHUWDLQ�HDUQLQJV�RI�
FRQWUROOHG�IRUHLJQ�FRUSRUDWLRQV�WKURXJK�WKH�LPSOHPHQWDWLRQ�RI�D�WHUULWRULDO�WD[�V\VWHP������FUHDWLQJ�D�QHZ�OLPLWDWLRQ�RQ�GHGXFWLEOH�
LQWHUHVW�H[SHQVH��DQG�����OLPLWLQJ�FHUWDLQ�RWKHU�GHGXFWLRQV���:H�SURYLGHG�D�SURYLVLRQDO�HVWLPDWH�RI�WKH�HIIHFWV�RI�WKH�7&-$����LQ�WKH�
IRXUWK�TXDUWHU�RI������ILQDQFLDO�VWDWHPHQWV���,Q�WKH�IRXUWK�TXDUWHU�RI�������ZH�FRPSOHWHG�RXU�DQDO\VLV�WR�GHWHUPLQH�WKH�HIIHFWV�RI�WKH�
7&-$����LQ�DFFRUGDQFH�ZLWK�6WDII�$FFRXQWLQJ�%XOOHWLQ�1R�������³6$%����´��DV�IROORZV��

�
Reduction of U.S. federal corporate tax rate:��7KH�7&-$����UHGXFHV�WKH�FRUSRUDWH�WD[�UDWH�WR����SHUFHQW��HIIHFWLYH�-DQXDU\����

�������'HIHUUHG�LQFRPH�WD[HV�DUH�EDVHG�RQ�WKH�HVWLPDWHG�IXWXUH�WD[�HIIHFWV�RI�GLIIHUHQFHV�EHWZHHQ�WKH�ILQDQFLDO�VWDWHPHQW�FDUU\LQJ�
DPRXQWV�DQG�WKH�WD[�EDVHV�RI�DVVHWV�DQG�OLDELOLWLHV�XQGHU�WKH�SURYLVLRQV�RI�WKH�HQDFWHG�WD[�ODZV���)RU�FHUWDLQ�RI�RXU�GHIHUUHG�WD[�DVVHWV�
DQG�GHIHUUHG�WD[�OLDELOLWLHV��ZH�UHFRUGHG�D�SURYLVLRQDO�GHFUHDVH�RI�����PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��ZLWK�D�FRUUHVSRQGLQJ�QHW�
DGMXVWPHQW�WR�GHIHUUHG�WD[�EHQHILW�RI�����PLOOLRQ�IRU�WKH�\HDU�HQGHG�'HFHPEHU������������8SRQ�FRPSOHWLRQ�RI�RXU������8�6��&RUSRUDWH�
,QFRPH�7D[�5HWXUQ�LQ�WKH�IRXUWK�TXDUWHU��DQ�LQFUHDVH�RI����PLOOLRQ�DWWULEXWDEOH�WR�FHUWDLQ�GHIHUUHG�WD[�DVVHWV�DQG�D�GHFUHDVH�RI����
PLOOLRQ�DWWULEXWDEOH�WR�FHUWDLQ�GHIHUUHG�WD[�OLDELOLWLHV�ZDV�UHFRUGHG�UHVXOWLQJ�LQ�DQ�DGGLWLRQDO�QHW�GHIHUUHG�WD[�EHQHILW�RI����PLOOLRQ��

�
Deemed Repatriation Transition Tax:��7KH�'HHPHG�5HSDWULDWLRQ�7UDQVLWLRQ�7D[��³7UDQVLWLRQ�7D[´��LV�D�WD[�RQ�SUHYLRXVO\�

XQWD[HG�DFFXPXODWHG�DQG�FXUUHQW�HDUQLQJV�DQG�SURILWV��³(	3´��RI�FHUWDLQ�RI�RXU�IRUHLJQ�VXEVLGLDULHV���7KH�RQH�WLPH�7UDQVLWLRQ�7D[�LV�
EDVHG�XSRQ�WKH�DPRXQW�RI�SRVW������(	3�RI�WKH�UHOHYDQW�VXEVLGLDULHV��WKH�DPRXQW�RI�QRQ�8�6��LQFRPH�WD[�SDLG�RQ�VXFK�HDUQLQJV��DV�
ZHOO�DV�RWKHU�IDFWRUV���:H�RULJLQDOO\�HVWLPDWHG�DQG�UHFRUGHG�D�SURYLVLRQDO�7UDQVLWLRQ�7D[�REOLJDWLRQ�RI�������PLOOLRQ��8SRQ�FRPSOHWLRQ�
RI�RXU������8�6��&RUSRUDWH�,QFRPH�7D[�5HWXUQ��WKH�ILQDO�7UDQVLWLRQ�7D[�LQFUHDVHG�E\����������IRU�D�WRWDO�RI�������PLOOLRQ��

�
7KH�7&-$����FRQWDLQV�WZR�QHZ�DQWL�EDVH�HURVLRQ�WD[�SURYLVLRQV������WKH�JOREDO�LQWDQJLEOH�ORZ�WD[HG�LQFRPH��³*,/7,´��

SURYLVLRQV�DQG�����WKH�EDVH�HURVLRQ�DQG�DQWL�DEXVH�WD[��³%($7´��SURYLVLRQV��
�
GILTI:��7KH�*,/7,�SURYLVLRQV�UHTXLUH�WKH�LQFOXVLRQ�RI�WKH�HDUQLQJV�RI�FHUWDLQ�IRUHLJQ�VXEVLGLDULHV�LQ�H[FHVV�RI�DQ�DFFHSWDEOH�UDWH�

RI�UHWXUQ�RQ�FHUWDLQ�DVVHWV�RI�WKH�UHVSHFWLYH�VXEVLGLDULHV�LQ�RXU�8�6��WD[�UHWXUQ�IRU�WD[�\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������$Q�
DFFRXQWLQJ�SROLF\�HOHFWLRQ�ZDV�PDGH�GXULQJ������WR�WUHDW�WD[HV�UHODWHG�WR�*,/7,�DV�D�SHULRG�FRVW�ZKHQ�WKH�WD[�LV�LQFXUUHG��:H�
UHFRUGHG�D�*,/7,�WD[�SURYLVLRQ�RI�]HUR�DQG�OHVV�WKDQ����PLOOLRQ�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DQG�������UHVSHFWLYHO\��

�
BEAT:��7KH�%($7�SURYLVLRQV�OLPLW�WKH�GHGXFWLRQ�IRU�8�6��WD[�EDVH�HURVLRQ�UHODWHG�SD\PHQWV�PDGH�E\�8�6��RSHUDWLRQV�WR�UHODWHG�

IRUHLJQ�DIILOLDWHV��:H�ZHUH�QRW�VXEMHFW�WR�%($7�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������DQG���������
�

7KH�IRUHLJQ�SURYLVLRQ�IRU�LQFRPH�WD[HV�LV�EDVHG�RQ�IRUHLJQ�SUH�WD[�HDUQLQJV�RI�����PLOOLRQ�LQ�����������PLOOLRQ�LQ������DQG�����
PLOOLRQ�LQ�������3ULRU�WR�WKH�7&-$�����QR�GHIHUUHG�WD[HV�ZHUH�SURYLGHG�UHODWHG�WR�XQUHPLWWHG�HDUQLQJV�IURP�IRUHLJQ�VXEVLGLDULHV��$V�D�
UHVXOW�RI�WKH�PDQGDWRU\�UHSDWULDWLRQ�WD[�SURYLVLRQV�RI�WKH�7UDQVLWLRQ�7D[�LQFOXGHG�LQ�WKH�7&-$�����DOO�XQGLVWULEXWHG�HDUQLQJV�IURP�
IRUHLJQ�VXEVLGLDULHV�DV�RI�'HFHPEHU�����������ZHUH�VXEMHFW�WR�WD[��*RLQJ�IRUZDUG��ZH�DQWLFLSDWH�UHSDWULDWLQJ�RQO\�SUHYLRXVO\�WD[HG�
IRUHLJQ�HDUQLQJV�VXEMHFWHG�WR�WKH�PDQGDWRU\�UHSDWULDWLRQ�WD[�DV�ZHOO�DV�DQ\�IXWXUH�HDUQLQJV�WKDW�ZRXOG�TXDOLI\�IRU�D�IXOO�GLYLGHQG�
UHFHLYHG�GHGXFWLRQ�SHUPLWWHG�XQGHU�WKH�7&-$����IRU�GLVWULEXWLRQV�SRVW�'HFHPEHU�����������$V�RI�'HFHPEHU�����������WKH�DPRXQW�RI�
SUHYLRXVO\�WD[HG�HDUQLQJV�DQG�HDUQLQJV�WKDW�ZRXOG�TXDOLI\�IRU�D�IXOO�GLYLGHQG�UHFHLYHG�GHGXFWLRQ�WRWDO������PLOOLRQ��$W�WKLV�WLPH��WKHUH�
DUH�QR�PDWHULDO�WD[�HIIHFWV�UHODWHG�WR�IXWXUH�FDVK�UHSDWULDWLRQ�RI�XQGLVWULEXWHG�IRUHLJQ�HDUQLQJV��$V�VXFK��ZH�KDYH�QRW�UHFRJQL]HG�D�
GHIHUUHG�WD[�OLDELOLW\�UHODWHG�WR�H[LVWLQJ�XQGLVWULEXWHG�HDUQLQJV��

�
2XU�SURYLVLRQ�IRU�LQFRPH�WD[HV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������������DQG������LQFOXGHG�WD[�EHQHILWV�RI�����PLOOLRQ�����

PLOOLRQ�DQG�����PLOOLRQ��UHVSHFWLYHO\��UHODWHG�WR�WKH�DGRSWLRQ�RI�$68����������ZKLFK�FKDQJHV�KRZ�FRPSDQLHV�DFFRXQW�IRU�FHUWDLQ�
DVSHFWV�RI�VKDUH�EDVHG�SD\PHQWV�WR�HPSOR\HHV��8QGHU�$68����������H[FHVV�WD[�EHQHILWV��ZKHQ�WKH�GHGXFWLEOH�DPRXQW�UHODWHG�WR�WKH�
VHWWOHPHQW�RI�HPSOR\HH�HTXLW\�DZDUGV�IRU�WD[�SXUSRVHV�H[FHHGV�WKH�FXPXODWLYH�FRPSHQVDWLRQ�FRVW�UHFRJQL]HG�IRU�ILQDQFLDO�UHSRUWLQJ�
SXUSRVHV��DQG�GHILFLHQFLHV��LI�DSSOLFDEOH��DUH�UHFRUGHG�DV�D�FRPSRQHQW�RI�RXU�WD[�SURYLVLRQ��

$�UHFRQFLOLDWLRQ�EHWZHHQ�WKH�IHGHUDO�VWDWXWRU\�UDWH�DQG�WKH�HIIHFWLYH�WD[�UDWH�LV�DV�IROORZV��
�
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)HGHUDO�VWDWXWRU\�UDWH� � ����� � ������� ��� �����
6WDWH�WD[HV��QHW�RI�IHGHUDO�LQFRPH�WD[�EHQHILW� � ���� � ������ ��� ����
7D[�HIIHFWV�RI�IRUHLJQ�RSHUDWLRQV� � ����� � ������� ��� �����
7D[�EHQHILW�IURP�VHWWOHPHQW�RI�HPSOR\HH�HTXLW\�DZDUGV� � ����� � ������� ��� �����
(QDFWPHQW�RI�WKH�7&-$���� � ���� � ������� ��� �����
2WKHU�LWHPV� � ���� � ������ ��� ����
,PSDFW�RI�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV� � ����� � ������� ��� �����

(IIHFWLYH�WD[�UDWH� � ����� � ������� ��� �����
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2XU�HIIHFWLYH�WD[�UDWHV�ZHUH��������������DQG�������IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������UHVSHFWLYHO\��7KH�
GHFUHDVH�LQ�RXU�HIIHFWLYH�WD[�UDWH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DV�FRPSDUHG�WR������LV�GXH�SULPDULO\�WR�WD[�EHQHILWV�IURP�
HPSOR\HH�VKDUH�EDVHG�SD\PHQWV�RI�����PLOOLRQ�DQG����PLOOLRQ�GXULQJ�WKH�\HDU�HQGHG�'HFHPEHU������DQG�������UHVSHFWLYHO\��7KH�
GHFUHDVH�LQ�RXU�HIIHFWLYH�WD[�UDWH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DV�FRPSDUHG�WR������LV�GXH�SULPDULO\�WR�WKH�QHW�IDYRUDEOH�
LPSDFW�RI�WKH�HQDFWPHQW�RI�WKH�7&-$�����DV�GLVFXVVHG�DERYH��SDUWLDOO\�RIIVHW�E\�D�����PLOOLRQ�XQIDYRUDEOH�FKDQJH�LQ�WKH�WD[�EHQHILW�
UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�$68�����������

�
,QFOXGHG�LQ�³2WKHU�FXUUHQW�DVVHWV´�RQ�RXU�&RQVROLGDWHG�%DODQFH�6KHHW�DUH�SUHSDLG�IHGHUDO�DQG�VWDWH�LQFRPH�WD[HV�DPRXQWLQJ�WR�

DSSUR[LPDWHO\����PLOOLRQ�DQG������PLOOLRQ�DV�RI�'HFHPEHU����������DQG�������UHVSHFWLYHO\��

7KH�FRPSRQHQWV�RI�GHIHUUHG�WD[HV�DUH�DV�IROORZV��DPRXQWV�LQ�WKRXVDQGV���
�

�� � <HDU�(QGHG�'HFHPEHU����� �
�� � ����� � � � ����� �

� $VVHWV� � �� � /LDELOLWLHV� � � � $VVHWV� �� �� � /LDELOLWLHV� �
6HOI�LQVXUDQFH�UHVHUYHV� � � ������� �� � � �� � �� � �� ����������� � � �� �
&RPSHQVDWLRQ�DFFUXDOV� �� � ������� �� �� � �� � �� �� �� ����������� �� � �� �
'RXEWIXO�DFFRXQWV�DQG�RWKHU�UHVHUYHV� �� � ������� �� �� � �� � �� �� �� ����������� �� � �� �
2WKHU�FXUUHQWO\�QRQ�GHGXFWLEOH�DFFUXHG�OLDELOLWLHV� �� � ������� �� �� � �� � �� �� �� ����������� �� � �� �
'HSUHFLDEOH�DQG�DPRUWL]DEOH�DVVHWV� �� � �� � �� �� � �������� �� �� ���� ���� �� � ��������
2SHUDWLQJ�OHDVH�OLDELOLWLHV� �� � ������� �� �� � �� � �� �� ���� ���� �� � �� �
5LJKW�RI�XVH�DVVHWV�RSHUDWLQJ�OHDVHV� �� � �� � �� �� � ������� �� �� ���� ���� �� � �� �
6WDWH�DQG�IRUHLJQ�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV�
DQG�RWKHU�VWDWH�DQG�IRUHLJQ�GHIHUUHG�WD[�DVVHWV� �� � ������� �� �� � �� � �� �� �� ����������� �� � �� �
1HW�SHQVLRQ�OLDELOLWLHV�±�2&,�RQO\� �� � ������ �� �� � �� � �� �� �� ���������� �� � �� �
2WKHU�FRPELQHG�LWHPV�±�2&,�RQO\� �� � �� � �� �� � �� �� �� ���� ���� �� � ����
2WKHU�OLDELOLWLHV� �� � �� � �� �� � ������ �� �� ���� ���� �� � ������
�� � � �������� �� � � �������� �� � �� ������������ � � ��������
9DOXDWLRQ�$OORZDQFH� �� � �������� �� �� � �� �� �� �� ������������ �� � ��
7RWDO�GHIHUUHG�LQFRPH�WD[HV� � � �������� �� � � �������� �� � �� ������������ � � ��������

$W�'HFHPEHU�����������VWDWH�QHW�RSHUDWLQJ�ORVV�FDUU\IRUZDUGV��ORVVHV�RULJLQDWLQJ�LQ�WD[�\HDUV�EHJLQQLQJ�SULRU�WR�-DQXDU\����������
H[SLULQJ�LQ�\HDUV������WKURXJK��������DQG�FUHGLW�FDUU\IRUZDUGV�DYDLODEOH�WR�RIIVHW�IXWXUH�WD[DEOH�LQFRPH�DSSUR[LPDWHG�������ELOOLRQ�
UHSUHVHQWLQJ�DSSUR[LPDWHO\�����PLOOLRQ�LQ�GHIHUUHG�VWDWH�WD[�EHQHILW��QHW�RI�WKH�IHGHUDO�EHQHILW���DQG�VWDWH�UHODWHG�LQWHUHVW�H[SHQVH�
FDUU\IRUZDUGV�DSSUR[LPDWHG������PLOOLRQ�UHSUHVHQWLQJ�DSSUR[LPDWHO\����PLOOLRQ�LQ�GHIHUUHG�VWDWH�WD[�EHQHILW��QHW�RI�WKH�IHGHUDO�
EHQHILW���$W�'HFHPEHU�����������WKHUH�ZHUH�IRUHLJQ�QHW�RSHUDWLQJ�ORVVHV�DQG�FUHGLW�FDUU\IRUZDUGV�RI�DSSUR[LPDWHO\�����PLOOLRQ��PRVW�
RI�ZKLFK�DUH�FDUULHG�IRUZDUG�LQGHILQLWHO\��UHSUHVHQWLQJ�DSSUR[LPDWHO\����PLOOLRQ�LQ�GHIHUUHG�IRUHLJQ�WD[�EHQHILW����

$�YDOXDWLRQ�DOORZDQFH�LV�UHTXLUHG�ZKHQ�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�VRPH�SRUWLRQ�RI�WKH�GHIHUUHG�WD[�DVVHWV�ZLOO�QRW�EH�
UHDOL]HG��%DVHG�RQ�DYDLODEOH�HYLGHQFH��LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�FHUWDLQ�RI�RXU�VWDWH�WD[�EHQHILWV�ZLOO�QRW�EH�UHDOL]HG��7KHUHIRUH��
YDOXDWLRQ�DOORZDQFHV�RI�DSSUR[LPDWHO\�����PLOOLRQ�DQG�����PLOOLRQ�KDYH�EHHQ�UHIOHFWHG�DV�RI�'HFHPEHU����������DQG�������
UHVSHFWLYHO\��'XULQJ�������WKH�YDOXDWLRQ�DOORZDQFH�RQ�WKHVH�VWDWH�WD[�EHQHILWV�GHFUHDVHG�E\����PLOOLRQ�UHODWHG�WR�D�FKDQJH�LQ�VWDWH�WD[�
ODZ��,Q�DGGLWLRQ��YDOXDWLRQ�DOORZDQFHV�RI�DSSUR[LPDWHO\����PLOOLRQ�KDYH�EHHQ�UHIOHFWHG�DV�RI�'HFHPEHU����������DQG������UHODWHG�WR�
IRUHLJQ�QHW�RSHUDWLQJ�ORVVHV�DQG�FUHGLW�FDUU\IRUZDUGV��

'XULQJ������DQG�������WKH�HVWLPDWHG�OLDELOLWLHV�IRU�XQFHUWDLQ�WD[�SRVLWLRQV��LQFOXGLQJ�DFFUXHG�LQWHUHVW�DQG�SHQDOWLHV��ZHUH�
LQFUHDVHG�OHVV�WKDQ����PLOOLRQ�GXH�WR�WD[�SRVLWLRQV�WDNHQ�LQ�WKH�FXUUHQW�DQG�SULRU�\HDUV���7KH�EDODQFH�DW�HDFK�RI�'HFHPEHU����������DQG�
������LI�VXEVHTXHQWO\�UHFRJQL]HG��WKDW�ZRXOG�IDYRUDEO\�DIIHFW�WKH�HIIHFWLYH�WD[�UDWH�DQG�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV�LV�
DSSUR[LPDWHO\����PLOOLRQ�DQG����PLOOLRQ�UHVSHFWLYHO\����

:H�UHFRJQL]H�DFFUXHG�LQWHUHVW�DQG�SHQDOWLHV�DVVRFLDWHG�ZLWK�XQFHUWDLQ�WD[�SRVLWLRQV�DV�SDUW�RI�WKH�WD[�SURYLVLRQ��$V�RI�
'HFHPEHU����������DQG�������ZH�KDYH�DFFUXHG�LQWHUHVW�DQG�SHQDOWLHV�RI�OHVV�WKDQ����PLOOLRQ�DV�RI�HDFK�GDWH��7KH�8�6��IHGHUDO�VWDWXWH�
RI�OLPLWDWLRQV�UHPDLQV�RSHQ�IRU�WKH������DQG�VXEVHTXHQW�\HDUV��)RUHLJQ�DQG�8�6��VWDWH�DQG�ORFDO�MXULVGLFWLRQV�KDYH�VWDWXWHV�RI�
OLPLWDWLRQV�JHQHUDOO\�UDQJLQJ�IRU���WR���\HDUV��7KH�VWDWXWH�RI�OLPLWDWLRQV�RQ�FHUWDLQ�MXULVGLFWLRQV�FRXOG�H[SLUH�ZLWKLQ�WKH�QH[W�WZHOYH�
PRQWKV��,W�LV�UHDVRQDEO\�SRVVLEOH�WKDW�WKH�DPRXQW�RI�XQUHFRJQL]HG�WD[�EHQHILWV�ZLOO�FKDQJH�GXULQJ�WKH�QH[W����PRQWKV��KRZHYHU��LW�LV�
DQWLFLSDWHG�WKDW�DQ\�VXFK�FKDQJH��LI�LW�ZHUH�WR�RFFXU��ZRXOG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�RSHUDWLRQV���



����

7KH�WDEXODU�UHFRQFLOLDWLRQ�RI�XQUHFRJQL]HG�WD[�EHQHILWV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG������LV�DV�IROORZV�
�DPRXQWV�LQ�WKRXVDQGV���
�

�� � $V�RI��'HFHPEHU����� �
�� � ����� � � ����� �� �� ����� �

%DODQFH�DW�-DQXDU\���� � � ������ � � ������������ ������
$GGLWLRQV�EDVHG�RQ�WD[�SRVLWLRQV�UHODWHG�WR�WKH�FXUUHQW�\HDU� � � ���� � � ���������� ����
$GGLWLRQV�IRU�WD[�SRVLWLRQV�RI�SULRU�\HDUV� � � ���� � � ��������� ���
5HGXFWLRQV�IRU�WD[�SRVLWLRQV�RI�SULRU�\HDUV� � � �� � � �������� ��
6HWWOHPHQWV� � � ���� � ����������� �����
%DODQFH�DW�'HFHPEHU����� � � ������ � � ������������ ������

���/($6(�&200,70(176�

,Q�)HEUXDU\�������WKH�)$6%�LVVXHG�$68����������7RSLF�������/HDVHV���7RSLF�����VXSHUVHGHV�WKH�OHDVH�UHTXLUHPHQWV�LQ�
$FFRXQWLQJ�6WDQGDUGV�&RGLILFDWLRQ�7RSLF�������/HDVHV���8QGHU�7RSLF������OHVVHHV�DUH�UHTXLUHG�WR�UHFRJQL]H�DVVHWV�DQG�OLDELOLWLHV�RQ�
WKH�EDODQFH�VKHHW�IRU�PRVW�OHDVHV�DQG�SURYLGH�HQKDQFHG�GLVFORVXUHV��/HDVHV�ZLOO�EH�FODVVLILHG�DV�HLWKHU�ILQDQFH�RU�RSHUDWLQJ��

:H�DGRSWHG�7RSLF�����HIIHFWLYH�-DQXDU\����������:H�DSSOLHG�7RSLF�����WR�DOO�OHDVHV�DV�RI�-DQXDU\���������ZLWK�FRPSDUDWLYH�
SHULRGV�FRQWLQXLQJ�WR�EH�UHSRUWHG�XQGHU�7RSLF������:H�KDYH�HOHFWHG�WKH�SUDFWLFDO�H[SHGLHQW�SDFNDJH�WR�QRW�UHDVVHVV�DW�DGRSWLRQ��L��
H[SLUHG�RU�H[LVWLQJ�FRQWUDFWV�IRU�ZKHWKHU�WKH\�DUH�RU�FRQWDLQ�D�OHDVH���LL��WKH�OHDVH�FODVVLILFDWLRQ�RI�DQ\�H[LVWLQJ�OHDVHV�RU��LLL��LQLWLDO�
LQGLUHFW�FRVWV�IRU�H[LVWLQJ�OHDVHV��:H�KDYH�DOVR�HOHFWHG�WKH�SROLF\�H[HPSWLRQ�WKDW�DOORZV�OHVVHHV�WR�FKRRVH�WR�QRW�VHSDUDWH�OHDVH�DQG�
QRQ�OHDVH�FRPSRQHQWV�E\�FODVV�RI�XQGHUO\LQJ�DVVHW�DQG�DUH�DSSO\LQJ�WKLV�H[SHGLHQW�WR�DOO�UHOHYDQW�DVVHW�FODVVHV��

:H�GHWHUPLQH�LI�DQ�DUUDQJHPHQW�LV�RU�FRQWDLQV�D�OHDVH�DW�LQFHSWLRQ�RI�WKH�FRQWUDFW��2XU�ULJKW�RI�XVH�DVVHWV�UHSUHVHQW�RXU�ULJKW�WR�
XVH�WKH�XQGHUO\LQJ�DVVHWV�IRU�WKH�OHDVH�WHUP�DQG�RXU�OHDVH�OLDELOLWLHV�UHSUHVHQW�RXU�REOLJDWLRQ�WR�PDNH�OHDVH�SD\PHQWV�DULVLQJ�IURP�WKH�
OHDVHV��5LJKW�RI�XVH�DVVHWV�DQG�OHDVH�OLDELOLWLHV�DUH�UHFRJQL]HG�DW�FRPPHQFHPHQW�GDWH�EDVHG�RQ�WKH�SUHVHQW�YDOXH�RI�OHDVH�SD\PHQWV�
RYHU�WKH�OHDVH�WHUP��:H�XVH�WKH�LPSOLFLW�UDWH�QRWHG�ZLWKLQ�WKH�FRQWUDFW���,I�QRW�UHDGLO\�DYDLODEOH��ZH�XVH�RXU�HVWLPDWHG�LQFUHPHQWDO�
ERUURZLQJ�UDWH��ZKLFK�LV�GHULYHG�XVLQJ�D�FROODWHUDOL]HG�ERUURZLQJ�UDWH�IRU�WKH�VDPH�FXUUHQF\�DQG�WHUP�DV�WKH�DVVRFLDWHG�OHDVH��$�ULJKW�
RI�XVH�DVVHW�DQG�OHDVH�OLDELOLW\�LV�QRW�UHFRJQL]HG�IRU�OHDVHV�ZLWK�DQ�LQLWLDO�WHUP�RI����PRQWKV�RU�OHVV�DQG�ZH�UHFRJQL]H�OHDVH�H[SHQVH�IRU�
WKHVH�OHDVHV�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�OHDVH�WHUP�ZLWKLQ�OHDVH�DQG�UHQWDO�H[SHQVH��

2XU�RSHUDWLQJ�OHDVHV�DUH�SULPDULO\�IRU�UHDO�HVWDWH��LQFOXGLQJ�FHUWDLQ�DFXWH�FDUH�IDFLOLWLHV��RII�FDPSXV�RXWSDWLHQW�IDFLOLWLHV��PHGLFDO�
RIILFH�EXLOGLQJV��DQG�FRUSRUDWH�DQG�RWKHU�DGPLQLVWUDWLYH�RIILFHV���2XU�UHDO�HVWDWH�OHDVH�DJUHHPHQWV�W\SLFDOO\�KDYH�LQLWLDO�WHUPV�RI�ILYH�WR�
���\HDUV���7KHVH�UHDO�HVWDWH�OHDVHV�PD\�LQFOXGH�RQH�RU�PRUH�RSWLRQV�WR�UHQHZ��ZLWK�UHQHZDOV�WKDW�FDQ�H[WHQG�WKH�OHDVH�WHUP�IURP�ILYH�WR�
���\HDUV��7KH�H[HUFLVH�RI�OHDVH�UHQHZDO�RSWLRQV�LV�DW�RXU�VROH�GLVFUHWLRQ��:KHQ�GHWHUPLQLQJ�WKH�OHDVH�WHUP��ZH�LQFOXGHG�RSWLRQV�WR�
H[WHQG�RU�WHUPLQDWH�WKH�OHDVH�ZKHQ�LW�LV�UHDVRQDEO\�FHUWDLQ�WKDW�ZH�ZLOO�H[HUFLVH�WKDW�RSWLRQ��

7KUHH�RI�RXU�KRVSLWDO�IDFLOLWLHV�DUH�KHOG�XQGHU�RSHUDWLQJ�OHDVHV�ZLWK�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW�ZLWK�WZR�KRVSLWDO�
WHUPV�H[SLULQJ�LQ������DQG�WKH�WKLUG�H[SLULQJ�LQ�������VHH�1RWH���IRU�DGGLWLRQDO�GLVFORVXUH���:H�DUH�DOVR�WKH�OHDVH�RI�WKH�UHDO�SURSHUW\�
RI�FHUWDLQ�IDFLOLWLHV��VHH�,WHP����3URSHUWLHV�IRU�DGGLWLRQDO�GLVFORVXUH���

�

7KH�FRPSRQHQWV�RI�OHDVH�H[SHQVH�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DUH�DV�IROORZV��LQ�WKRXVDQGV���
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7RWDO�OHDVH�DQG�UHQWDO�H[SHQVH� �� ��������
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)LQDQFH�OHDVH�FRVW�� �� �� �

$PRUWL]DWLRQ�RI�SURSHUW\�XQGHU�FDSLWDO�OHDVH� �� ������
,QWHUHVW�RQ�GHEW�RI�SURSHUW\�XQGHU�FDSLWDO�OHDVH� �� ������

7RWDO�ILQDQFH�OHDVH�FRVW� �� �������

�D���,QFOXGHV�HTXLSPHQW��PRQWK�WR�PRQWK�DQG�OHDVHV�ZLWK�D�PDWXULW\�RI�OHVV�WKDQ����PRQWKV��
�

6XSSOHPHQWDO�FDVK�IORZ�LQIRUPDWLRQ�UHODWHG�WR�OHDVHV�IRU�WKH�\HDU�HQGHG�'HFHPEHU����������DUH�DV�IROORZV��LQ�WKRXVDQGV����



����

��
7ZHOYH�PRQWKV�HQGHG
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:H�DVVXPHG�QR�ILQDQFH�OHDVHV�LQ�������
�
)XWXUH�PLQLPXP�UHQWDO�SD\PHQWV�XQGHU�OHDVH�FRPPLWPHQWV�ZLWK�D�WHUP�RI�PRUH�WKDQ�RQH�\HDU�DV�RI�'HFHPEHU�����������SULRU�WR�

RXU�DGRSWLRQ�RI�$6&�����DUH�DV�IROORZV��DPRXQWV�LQ�WKRXVDQGV���

<HDU� �
&DSLWDO�
/HDVHV ����

2SHUDWLQJ�
/HDVHV� �

����� � � ����������� ��������
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7RWDO�PLQLPXP�UHQWDO� � � ������������ ���������
/HVV��$PRXQW�UHSUHVHQWLQJ�LQWHUHVW� � � ������������ ��

3UHVHQW�YDOXH�RI�PLQLPXP�UHQWDO�FRPPLWPHQWV� � � ������������ ��
/HVV��&XUUHQW�SRUWLRQ�RI�FDSLWDO�OHDVH�REOLJDWLRQV� � � ������������ ��

/RQJ�WHUP�SRUWLRQ�RI�FDSLWDO�OHDVH�REOLJDWLRQV� � � ������������ ��

:H�DVVXPHG�QR�FDSLWDO�OHDVH�REOLJDWLRQV�LQ���������,Q�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��RXU�IDFLOLWLHV�URXWLQHO\�OHDVH�HTXLSPHQW�
SXUVXDQW�WR�QHZ�OHDVH�DUUDQJHPHQWV�WKDW�ZLOO�OLNHO\�UHVXOW�LQ�IXWXUH�OHDVH�DQG�UHQWDO�H[SHQVH�LQ�H[FHVV�RI�DPRXQWV�LQGLFDWHG�DERYH��
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Professional and General Liability, Workers’ Compensation Liability  

7KH�YDVW�PDMRULW\�RI�RXU�VXEVLGLDULHV�DUH�VHOI�LQVXUHG�IRU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�H[SRVXUH�XS�WR���L������PLOOLRQ�DQG����
PLOOLRQ�SHU�RFFXUUHQFH��UHVSHFWLYHO\��HIIHFWLYH�-DQXDU\��������SURIHVVLRQDO�OLDELOLW\�FODLPV�DUH�DOVR�VXEMHFW�WR�DQ�DGGLWLRQDO�DQQXDO�
DJJUHJDWH�VHOI�LQVXUHG�UHWHQWLRQ�RI������PLOOLRQ�IRU�FODLPV�LQ�H[FHVV�RI�����PLOOLRQ����LL�����PLOOLRQ�DQG����PLOOLRQ�SHU�RFFXUUHQFH��
UHVSHFWLYHO\��GXULQJ������������DQG�������DQG���LLL������PLOOLRQ�DQG����PLOOLRQ�SHU�RFFXUUHQFH��UHVSHFWLYHO\��SULRU�WR�������7KHVH�
VXEVLGLDULHV�DUH�SURYLGHG�ZLWK�VHYHUDO�H[FHVV�SROLFLHV�WKURXJK�FRPPHUFLDO�LQVXUDQFH�FDUULHUV�ZKLFK�SURYLGH�IRU�FRYHUDJH�LQ�H[FHVV�RI�
WKH�DSSOLFDEOH�SHU�RFFXUUHQFH�VHOI�LQVXUHG�UHWHQWLRQ�RU�XQGHUO\LQJ�SROLF\�OLPLWV�XS�WR������PLOOLRQ�SHU�RFFXUUHQFH�DQG�LQ�WKH�DJJUHJDWH�
IRU�FODLPV�LQFXUUHG�DIWHU������DQG�XS�WR������PLOOLRQ�SHU�RFFXUUHQFH�DQG�LQ�WKH�DJJUHJDWH�IRU�FODLPV�LQFXUUHG�IURP������WKURXJK�������
:H�UHPDLQ�OLDEOH�IRU������XS�WR�DQ�DQQXDO�DJJUHJDWH�OLPLWDWLRQ�RI����PLOOLRQ�������PLOOLRQ�IRU�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.����RI�WKH�
FODLPV�SDLG�SXUVXDQW�WR�WKH�FRPPHUFLDOO\�LQVXUHG�H[FHVV�FRYHUDJH��,Q�DGGLWLRQ��IURP�WLPH�WR�WLPH�EDVHG�XSRQ�PDUNHWSODFH�FRQGLWLRQV��
ZH�PD\�HOHFW�WR�SXUFKDVH�DGGLWLRQDO�FRPPHUFLDO�FRYHUDJH�IRU�FHUWDLQ�RI�RXU�IDFLOLWLHV�RU�EXVLQHVVHV���2XU�EHKDYLRUDO�KHDOWK�FDUH�
IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.��KDYH�SROLFLHV�WKURXJK�D�FRPPHUFLDO�LQVXUDQFH�FDUULHU�ORFDWHG�LQ�WKH�8�.��WKDW�SURYLGHV�IRU�����PLOOLRQ�RI�
SURIHVVLRQDO�OLDELOLW\�FRYHUDJH�DQG�����PLOOLRQ�RI�JHQHUDO�OLDELOLW\�FRYHUDJH��

$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�ZDV������PLOOLRQ��RI�ZKLFK�����
PLOOLRQ�ZDV�LQFOXGHG�LQ�FXUUHQW�OLDELOLWLHV���$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�
ZDV������PLOOLRQ��RI�ZKLFK�����PLOOLRQ�ZDV�LQFOXGHG�LQ�FXUUHQW�OLDELOLWLHV��$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�
SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�ZDV������PLOOLRQ��RI�ZKLFK�����PLOOLRQ�ZDV�LQFOXGHG�LQ�FXUUHQW�OLDELOLWLHV��2XU�FRQVROLGDWHG�
UHVXOWV�RI�RSHUDWLRQV�GXULQJ������DQG������ZHUH�QRW�PDWHULDOO\�LPSDFWHG�E\�DGMXVWPHQWV�WR�RXU�SULRU�\HDU�UHVHUYHV�IRU�SURIHVVLRQDO�DQG�
JHQHUDO�OLDELOLW\�FODLPV��'XULQJ�������EDVHG�XSRQ�D�UHVHUYH�DQDO\VLV�RI�RXU�HVWLPDWHG�IXWXUH�FODLPV�SD\PHQWV��ZH�UHFRUGHG�DQ�LQFUHDVH�
WR�RXU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�VHOI�LQVXUDQFH�UHVHUYHV��UHODWLQJ�WR�SULRU�\HDUV��RI�����PLOOLRQ���

$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�ZRUNHUV¶�FRPSHQVDWLRQ�OLDELOLW\�FODLPV�ZDV�����PLOOLRQ��RI�ZKLFK�����
PLOOLRQ�ZDV�LQFOXGHG�LQ�FXUUHQW�OLDELOLWLHV���$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�ZRUNHUV¶�FRPSHQVDWLRQ�OLDELOLW\�FODLPV�
ZDV�����PLOOLRQ��RI�ZKLFK�����PLOOLRQ�ZDV�LQFOXGHG�LQ�FXUUHQW�OLDELOLWLHV���$V�RI�'HFHPEHU�����������WKH�WRWDO�DFFUXDO�IRU�RXU�ZRUNHUV¶�
FRPSHQVDWLRQ�OLDELOLW\�FODLPV�ZDV�����PLOOLRQ��RI�ZKLFK�����PLOOLRQ�ZDV�LQFOXGHG�LQ�FXUUHQW�OLDELOLWLHV���2XU�FRQVROLGDWHG�UHVXOWV�RI�
RSHUDWLRQV�GXULQJ������������DQG������ZHUH�QRW�PDWHULDOO\�LPSDFWHG�E\�DGMXVWPHQWV�WR�RXU�SULRU�\HDU�UHVHUYHV�IRU�ZRUNHUV¶�
FRPSHQVDWLRQ�FODLPV��

%HORZ�LV�D�VFKHGXOH�VKRZLQJ�WKH�FKDQJHV�LQ�RXU�JHQHUDO�DQG�SURIHVVLRQDO�OLDELOLW\�DQG�ZRUNHUV¶�FRPSHQVDWLRQ�UHVHUYHV�GXULQJ�
WKH�WKUHH�\HDUV�HQGHG�'HFHPEHU�����������DPRXQW�LQ�WKRXVDQGV���
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�
�� � *HQHUDO�DQG� � � � �� �� ���� �� �
�� � 3URIHVVLRQDO� � � :RUNHUV¶� �� ���� �� �
�� � /LDELOLW\� � � &RPSHQVDWLRQ��� �� 7RWDO� �

%DODQFH�DW�-DQXDU\��������� � � �������� � � ������������� ��������
3OXV��$FFUXHG�LQVXUDQFH�H[SHQVH��QHW�RI�FRPPHUFLDO�
���SUHPLXPV�SDLG� � � ������� � � ������������� ��������
/HVV��3D\PHQWV�PDGH�LQ�VHWWOHPHQW�RI�VHOI�LQVXUHG�FODLPV� � � ��������� � �������������� ��������
%DODQFH�DW�-DQXDU\��������� � � �������� � � ������������� ��������
3OXV��$FFUXHG�LQVXUDQFH�H[SHQVH��QHW�RI�FRPPHUFLDO�
���SUHPLXPV�SDLG� � � ������� � � ������������� �������
/HVV��3D\PHQWV�PDGH�LQ�VHWWOHPHQW�RI�VHOI�LQVXUHG�FODLPV� � � ��������� � �������������� ��������
%DODQFH�DW�-DQXDU\��������� � � �������� � � ������������� ��������
3OXV��$FFUXHG�LQVXUDQFH�H[SHQVH��QHW�RI�FRPPHUFLDO�
���SUHPLXPV�SDLG� � � ������� � � ������������� ��������
/HVV��3D\PHQWV�PDGH�LQ�VHWWOHPHQW�RI�VHOI�LQVXUHG�FODLPV� � � ��������� � �������������� ��������
%DODQFH�DW�'HFHPEHU���������� � � �������� � � ������������� ��������

2XU�HVWLPDWHG�OLDELOLW\�IRU�VHOI�LQVXUHG�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�LV�EDVHG�RQ�D�QXPEHU�RI�IDFWRUV�LQFOXGLQJ��
DPRQJ�RWKHU�WKLQJV��WKH�QXPEHU�RI�DVVHUWHG�FODLPV�DQG�UHSRUWHG�LQFLGHQWV��HVWLPDWHV�RI�ORVVHV�IRU�WKHVH�FODLPV�EDVHG�RQ�UHFHQW�DQG�
KLVWRULFDO�VHWWOHPHQW�DPRXQWV��HVWLPDWHV�RI�LQFXUUHG�EXW�QRW�UHSRUWHG�FODLPV�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH��DQG�HVWLPDWHV�RI�DPRXQWV�
UHFRYHUDEOH�XQGHU�RXU�FRPPHUFLDO�LQVXUDQFH�SROLFLHV��:KLOH�ZH�FRQWLQXRXVO\�PRQLWRU�WKHVH�IDFWRUV��RXU�XOWLPDWH�OLDELOLW\�IRU�
SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV�FRXOG�FKDQJH�PDWHULDOO\�IURP�RXU�FXUUHQW�HVWLPDWHV�GXH�WR�LQKHUHQW�XQFHUWDLQWLHV�LQYROYHG�LQ�
PDNLQJ�WKLV�HVWLPDWH��*LYHQ�RXU�VLJQLILFDQW�VHOI�LQVXUHG�H[SRVXUH�IRU�SURIHVVLRQDO�DQG�JHQHUDO�OLDELOLW\�FODLPV��WKHUH�FDQ�EH�QR�
DVVXUDQFH�WKDW�D�VKDUS�LQFUHDVH�LQ�WKH�QXPEHU�DQG�RU�VHYHULW\�RI�FODLPV�DVVHUWHG�DJDLQVW�XV�ZLOO�QRW�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�
RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��$OWKRXJK�ZH�DUH�XQDEOH�WR�SUHGLFW�ZKHWKHU�RU�QRW�RXU�IXWXUH�ILQDQFLDO�VWDWHPHQWV�ZLOO�LQFOXGH�
DGMXVWPHQWV�WR�RXU�SULRU�\HDU�UHVHUYHV�IRU�VHOI�LQVXUHG�JHQHUDO�DQG�SURIHVVLRQDO�DQG�ZRUNHUV¶�FRPSHQVDWLRQ�FODLPV��JLYHQ�WKH�UHODWLYHO\�
XQSUHGLFWDEOH�QDWXUH�RI�WKH�WKHVH�SRWHQWLDO�OLDELOLWLHV�DQG�WKH�IDFWRUV�LPSDFWLQJ�WKHVH�UHVHUYHV��DV�GLVFXVVHG�DERYH��LW�LV�UHDVRQDEO\�
OLNHO\�WKDW�RXU�IXWXUH�ILQDQFLDO�UHVXOWV�PD\�LQFOXGH�PDWHULDO�DGMXVWPHQWV�WR�SULRU�SHULRG�UHVHUYHV��

Property Insurance: 

:H�KDYH�FRPPHUFLDO�SURSHUW\�LQVXUDQFH�SROLFLHV�IRU�RXU�SURSHUWLHV�FRYHULQJ�FDWDVWURSKLF�ORVVHV��LQFOXGLQJ�ZLQGVWRUP�GDPDJH��
XS�WR�D����ELOOLRQ�SROLF\�OLPLW��VXEMHFW�WR�D�GHGXFWLEOH�UDQJLQJ�IURP���������WR����������SHU�RFFXUUHQFH��/RVVHV�UHVXOWLQJ�IURP�QDPHG�
ZLQGVWRUPV�DUH�VXEMHFW�WR�GHGXFWLEOHV�EHWZHHQ����DQG����RI�WKH�WRWDO�LQVXUDEOH�YDOXH�RI�WKH�SURSHUW\��,Q�DGGLWLRQ��ZH�KDYH�
FRPPHUFLDO�SURSHUW\�LQVXUDQFH�SROLFLHV�FRYHULQJ�FDWDVWURSKLF�ORVVHV�UHVXOWLQJ�IURP�HDUWKTXDNH�DQG�IORRG�GDPDJH��HDFK�VXEMHFW�WR�
DJJUHJDWHG�ORVV�OLPLWV��DV�RSSRVHG�WR�SHU�RFFXUUHQFH�ORVVHV���&RPPHUFLDOO\�LQVXUHG�HDUWKTXDNH�FRYHUDJH�IRU�RXU�IDFLOLWLHV�LV�VXEMHFW�WR�
YDULRXV�GHGXFWLEOHV�DQG�OLPLWDWLRQV�LQFOXGLQJ���L�������PLOOLRQ�OLPLWDWLRQ�IRU�RXU�IDFLOLWLHV�ORFDWHG�LQ�1HYDGD���LL�������PLOOLRQ�
OLPLWDWLRQ�IRU�RXU�IDFLOLWLHV�ORFDWHG�LQ�&DOLIRUQLD���LLL�������PLOOLRQ�OLPLWDWLRQ�IRU�RXU�IDFLOLWLHV�ORFDWHG�LQ�IDXOW�]RQHV�ZLWKLQ�WKH�8QLWHG�
6WDWHV���LY������PLOOLRQ�OLPLWDWLRQ�IRU�RXU�IDFLOLWLHV�ORFDWHG�LQ�3XHUWR�5LFR��DQG���Y�������PLOOLRQ�OLPLWDWLRQ�IRU�PDQ\�RI�RXU�IDFLOLWLHV�
ORFDWHG�LQ�RWKHU�VWDWHV��2XU�FRPPHUFLDOO\�LQVXUHG�IORRG�FRYHUDJH�KDV�D�OLPLW�RI������PLOOLRQ�DQQXDOO\��7KHUH�LV�DOVR�D�����PLOOLRQ�
VXEOLPLW�IRU�RQH�RI�RXU�IDFLOLWLHV�ORFDWHG�LQ�+RXVWRQ��7H[DV��DQG�D����PLOOLRQ�VXEOLPLW�IRU�RXU�IDFLOLWLHV�ORFDWHG�LQ�3XHUWR�5LFR��
'HGXFWLEOHV�IRU�IORRG�ORVVHV�YDU\�LQ�DPRXQW��XS�WR�D�PD[LPXP�RI�����������EDVHG�XSRQ�ORFDWLRQ�RI�WKH�IDFLOLW\��6LQFH�FHUWDLQ�RI�RXU�
IDFLOLWLHV�KDYH�EHHQ�GHVLJQDWHG�E\�RXU�LQVXUHU�DV�IORRG�SURQH��ZH�KDYH�HOHFWHG�WR�SXUFKDVH�SROLFLHV�IURP�7KH�1DWLRQDO�)ORRG�,QVXUDQFH�
3URJUDP���3URSHUW\�LQVXUDQFH�IRU�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�ORFDWHG�LQ�WKH�8�.��DUH�SURYLGHG�RQ�DQ�DOO�ULVN�EDVLV�XS�WR�D�������
ELOOLRQ�SROLF\�OLPLW��ZLWK�FRYHUDJH�FDSV�SHU�ORFDWLRQ��WKDW�LQFOXGHV�FRYHUDJH�IRU�UHDO�DQG�SHUVRQDO�SURSHUW\�DV�ZHOO�DV�EXVLQHVV�
LQWHUUXSWLRQ�ORVVHV��

Other Contractual Commitments:�

,Q�DGGLWLRQ�WR�RXU�ORQJ�WHUP�GHEW�REOLJDWLRQV�DV�GLVFXVVHG�LQ�1RWH���� Long-Term Debt�DQG�RXU�RSHUDWLQJ�OHDVH�REOLJDWLRQV�DV�
GLVFXVVHG�LQ�1RWH�����Lease Commitments��ZH�KDYH�YDULRXV�RWKHU�FRQWUDFWXDO�FRPPLWPHQWV�RXWVWDQGLQJ�DV�RI�'HFHPEHU����������DV�
IROORZV���L��RWKHU�FRPELQHG�HVWLPDWHG�IXWXUH�SXUFKDVH�REOLJDWLRQV�RI������PLOOLRQ�UHODWHG�WR�D�ORQJ�WHUP�FRQWUDFW�ZLWK�WKLUG�SDUWLHV�
FRQVLVWLQJ�SULPDULO\�RI�FHUWDLQ�UHYHQXH�F\FOH�GDWD�SURFHVVLQJ�VHUYLFHV�IRU�RXU�DFXWH�FDUH�IDFLOLWLHV������PLOOLRQ���H[SHFWHG�IXWXUH�FRVWV�
WR�EH�SDLG�WR�D�WKLUG�SDUW\�YHQGRU�LQ�FRQQHFWLRQ�ZLWK�WKH�RQJRLQJ�RSHUDWLRQ�RI�DQ�HOHFWURQLF�KHDOWK�UHFRUGV�DSSOLFDWLRQ�DQG�SXUFKDVH�
LPSOHPHQWDWLRQ�RI�D�UHYHQXH�F\FOH�DQG�RWKHU�DSSOLFDWLRQV�IRU�RXU�DFXWH�FDUH�IDFLOLWLHV�������PLOOLRQ���DQG�RWKHU�VRIWZDUH�DSSOLFDWLRQV�
�����PLOOLRQ����LL��HVWLPDWHG�FRQVWUXFWLRQ�FRPPLWPHQW�RI������PLOOLRQ�UHSUHVHQWLQJ�RXU�VKDUH�RI�WKH�FRQVWUXFWLRQ�FRVWV�RI�ILYH�
EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��WKDW�ZH�DUH�UHTXLUHG�WR�EXLOG�SXUVXDQW�WR�MRLQW�YHQWXUH�DJUHHPHQWV�ZLWK�WKLUG�SDUWLHV��WKDW�DUH�XQGHU�
FRQVWUXFWLRQ�DQG�VFKHGXOHG�WR�EH�FRPSOHWHG�DW�YDULRXV�WLPHV�LQ������������DQG��������LLL��FRPELQHG�HVWLPDWHG�IXWXUH�SD\PHQWV�RI�
�����PLOOLRQ�UHODWHG�WR�RXU�QRQ�FRQWULEXWRU\��GHILQHG�EHQHILW�SHQVLRQ�SODQ�������PLOOLRQ�FRQVLVWLQJ�RI�HVWLPDWHG�SD\PHQWV�WKURXJK�
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������DQG�RWKHU�UHWLUHPHQW�SODQ�OLDELOLWLHV������PLOOLRQ���DQG���LY��DFFUXHG�DQG�XQSDLG�HVWLPDWHG�FODLPV�H[SHQVH�LQFXUUHG�LQ�FRQQHFWLRQ�
ZLWK�RXU�FRPPHUFLDO�KHDOWK�LQVXUHUV�DQG�VHOI�LQVXUHG�HPSOR\HH�EHQHILW�SODQV������PLOOLRQ���

Legal Proceedings 

:H�RSHUDWH�LQ�D�KLJKO\�UHJXODWHG�DQG�OLWLJLRXV�LQGXVWU\�ZKLFK�VXEMHFWV�XV�WR�YDULRXV�FODLPV�DQG�ODZVXLWV�LQ�WKH�RUGLQDU\�
FRXUVH�RI�EXVLQHVV�DV�ZHOO�DV�UHJXODWRU\�SURFHHGLQJV�DQG�JRYHUQPHQW�LQYHVWLJDWLRQV��7KHVH�FODLPV�RU�VXLWV�LQFOXGH�FODLPV�IRU�GDPDJHV�
IRU�SHUVRQDO�LQMXULHV��PHGLFDO�PDOSUDFWLFH��FRPPHUFLDO�FRQWUDFWXDO�GLVSXWHV��ZURQJIXO�UHVWULFWLRQ�RI��RU�LQWHUIHUHQFH�ZLWK��SK\VLFLDQV¶�
VWDII�SULYLOHJHV��DQG�HPSOR\PHQW�UHODWHG�FODLPV��,Q�DGGLWLRQ��KHDOWK�FDUH�FRPSDQLHV�DUH�VXEMHFW�WR�LQYHVWLJDWLRQV�DQG�RU�DFWLRQV�E\�
YDULRXV�VWDWH�DQG�IHGHUDO�JRYHUQPHQWDO�DJHQFLHV�RU�WKRVH�EULQJLQJ�FODLPV�RQ�WKHLU�EHKDOI��*RYHUQPHQW�DFWLRQ�KDV�LQFUHDVHG�ZLWK�
UHVSHFW�WR�LQYHVWLJDWLRQV�DQG�RU�DOOHJDWLRQV�DJDLQVW�KHDOWKFDUH�SURYLGHUV�FRQFHUQLQJ�SRVVLEOH�YLRODWLRQV�RI�IUDXG�DQG�DEXVH�DQG�IDOVH�
FODLPV�VWDWXWHV�DV�ZHOO�DV�FRPSOLDQFH�ZLWK�FOLQLFDO�DQG�RSHUDWLRQDO�UHJXODWLRQV��&XUUHQWO\��DQG�IURP�WLPH�WR�WLPH��ZH�DQG�VRPH�RI�RXU�
IDFLOLWLHV�DUH�VXEMHFWHG�WR�LQTXLULHV�LQ�WKH�IRUP�RI�VXESRHQDV��&LYLO�,QYHVWLJDWLYH�'HPDQGV��DXGLWV�DQG�RWKHU�GRFXPHQW�UHTXHVWV�IURP�
YDULRXV�IHGHUDO�DQG�VWDWH�DJHQFLHV��7KHVH�LQTXLULHV�FDQ�OHDG�WR�QRWLFHV�DQG�RU�DFWLRQV�LQFOXGLQJ�UHSD\PHQW�REOLJDWLRQV�IURP�VWDWH�DQG�
IHGHUDO�JRYHUQPHQW�DJHQFLHV�DVVRFLDWHG�ZLWK�SRWHQWLDO�QRQ�FRPSOLDQFH�ZLWK�ODZV�DQG�UHJXODWLRQV��)XUWKHU��WKH�IHGHUDO�)DOVH�&ODLPV�
$FW�DOORZV�SULYDWH�LQGLYLGXDOV�WR�EULQJ�ODZVXLWV��TXL�WDP�DFWLRQV��DJDLQVW�KHDOWKFDUH�SURYLGHUV�WKDW�VXEPLW�FODLPV�IRU�SD\PHQWV�WR�WKH�
JRYHUQPHQW��9DULRXV�VWDWHV�KDYH�DOVR�DGRSWHG�VLPLODU�VWDWXWHV��:KHQ�VXFK�D�FODLP�LV�ILOHG��WKH�JRYHUQPHQW�ZLOO�LQYHVWLJDWH�WKH�PDWWHU�
DQG�GHFLGH�LI�WKH\�DUH�JRLQJ�WR�LQWHUYHQH�LQ�WKH�SHQGLQJ�FDVH��7KHVH�TXL�WDP�ODZVXLWV�DUH�SODFHG�XQGHU�VHDO�E\�WKH�FRXUW�WR�FRPSO\�ZLWK�
WKH�)DOVH�&ODLPV�$FW¶V�UHTXLUHPHQWV��,I�WKH�JRYHUQPHQW�FKRRVHV�QRW�WR�LQWHUYHQH��WKH�SULYDWH�LQGLYLGXDO�V��FDQ�SURFHHG�LQGHSHQGHQWO\�
RQ�EHKDOI�RI�WKH�JRYHUQPHQW��+HDOWK�FDUH�SURYLGHUV�WKDW�DUH�IRXQG�WR�YLRODWH�WKH�)DOVH�&ODLPV�$FW�PD\�EH�VXEMHFW�WR�VXEVWDQWLDO�
PRQHWDU\�ILQHV�SHQDOWLHV�DV�ZHOO�DV�IDFH�SRWHQWLDO�H[FOXVLRQ�IURP�SDUWLFLSDWLQJ�LQ�JRYHUQPHQW�KHDOWK�FDUH�SURJUDPV�RU�EH�UHTXLUHG�WR�
FRPSO\�ZLWK�&RUSRUDWH�,QWHJULW\�$JUHHPHQWV�DV�D�FRQGLWLRQ�RI�D�VHWWOHPHQW�RI�D�)DOVH�&ODLPV�$FW�PDWWHU��,Q�6HSWHPEHU�������WKH�
&ULPLQDO�'LYLVLRQ�RI�WKH�'HSDUWPHQW�RI�-XVWLFH��³'2-´��DQQRXQFHG�WKDW�DOO�TXL�WDP�FDVHV�ZLOO�EH�VKDUHG�ZLWK�WKHLU�'LYLVLRQ�WR�
GHWHUPLQH�LI�D�SDUDOOHO�FULPLQDO�LQYHVWLJDWLRQ�VKRXOG�EH�RSHQHG��7KH�'2-�KDV�DOVR�DQQRXQFHG�DQ�LQWHQWLRQ�WR�SXUVXH�FLYLO�DQG�FULPLQDO�
DFWLRQV�DJDLQVW�LQGLYLGXDOV�ZLWKLQ�D�FRPSDQ\�DV�ZHOO�DV�WKH�FRUSRUDWH�HQWLW\�RU�HQWLWLHV��,Q�DGGLWLRQ��KHDOWK�FDUH�IDFLOLWLHV�DUH�VXEMHFW�WR�
PRQLWRULQJ�E\�VWDWH�DQG�IHGHUDO�VXUYH\RUV�WR�HQVXUH�FRPSOLDQFH�ZLWK�SURJUDP�&RQGLWLRQV�RI�3DUWLFLSDWLRQ��,Q�WKH�HYHQW�D�IDFLOLW\�LV�
IRXQG�WR�EH�RXW�RI�FRPSOLDQFH�ZLWK�D�&RQGLWLRQ�RI�3DUWLFLSDWLRQ�DQG�XQDEOH�WR�UHPHG\�WKH�DOOHJHG�GHILFLHQF\�V���WKH�IDFLOLW\�IDFHV�
WHUPLQDWLRQ�IURP�WKH�0HGLFDUH�DQG�0HGLFDLG�SURJUDPV�RU�FRPSOLDQFH�ZLWK�D�6\VWHP�,PSURYHPHQW�$JUHHPHQW�WR�UHPHG\�GHILFLHQFLHV�
DQG�HQVXUH�FRPSOLDQFH��

7KH�ODZV�DQG�UHJXODWLRQV�JRYHUQLQJ�WKH�KHDOWKFDUH�LQGXVWU\�DUH�FRPSOH[�FRYHULQJ��DPRQJ�RWKHU�WKLQJV��JRYHUQPHQW�
KHDOWKFDUH�SDUWLFLSDWLRQ�UHTXLUHPHQWV��OLFHQVXUH��FHUWLILFDWLRQ�DQG�DFFUHGLWDWLRQ��SULYDF\�RI�SDWLHQW�LQIRUPDWLRQ��UHLPEXUVHPHQW�IRU�
SDWLHQW�VHUYLFHV�DV�ZHOO�DV�IUDXG�DQG�DEXVH�FRPSOLDQFH��7KHVH�ODZV�DQG�UHJXODWLRQV�DUH�FRQVWDQWO\�HYROYLQJ�DQG�H[SDQGLQJ��)XUWKHU��WKH�
/HJLVODWLRQ�KDV�DGGHG�DGGLWLRQDO�REOLJDWLRQV�RQ�KHDOWKFDUH�SURYLGHUV�WR�UHSRUW�DQG�UHIXQG�RYHUSD\PHQWV�E\�JRYHUQPHQW�KHDOWKFDUH�
SURJUDPV�DQG�DXWKRUL]HV�WKH�VXVSHQVLRQ�RI�0HGLFDUH�DQG�0HGLFDLG�SD\PHQWV�³SHQGLQJ�DQ�LQYHVWLJDWLRQ�RI�D�FUHGLEOH�DOOHJDWLRQ�RI�
IUDXG�´�:H�PRQLWRU�RXU�EXVLQHVV�DQG�KDYH�GHYHORSHG�DQ�HWKLFV�DQG�FRPSOLDQFH�SURJUDP�ZLWK�UHVSHFW�WR�WKHVH�FRPSOH[�ODZV��UXOHV�DQG�
UHJXODWLRQV��$OWKRXJK�ZH�EHOLHYH�RXU�SROLFLHV��SURFHGXUHV�DQG�SUDFWLFHV�FRPSO\�ZLWK�JRYHUQPHQW�UHJXODWLRQV��WKHUH�LV�QR�DVVXUDQFH�
WKDW�ZH�ZLOO�QRW�EH�IDFHG�ZLWK�WKH�VDQFWLRQV�UHIHUHQFHG�DERYH�ZKLFK�LQFOXGH�ILQHV��SHQDOWLHV�DQG�RU�VXEVWDQWLDO�GDPDJHV��UHSD\PHQW�
REOLJDWLRQV��SD\PHQW�VXVSHQVLRQV��OLFHQVXUH�UHYRFDWLRQ��DQG�H[SXOVLRQ�IURP�JRYHUQPHQW�KHDOWKFDUH�SURJUDPV��(YHQ�LI�ZH�ZHUH�WR�
XOWLPDWHO\�SUHYDLO�LQ�DQ\�DFWLRQ�EURXJKW�DJDLQVW�XV�RU�RXU�IDFLOLWLHV�RU�LQ�UHVSRQGLQJ�WR�DQ\�LQTXLU\��VXFK�DFWLRQ�RU�LQTXLU\�FRXOG�KDYH�D�
PDWHULDO�DGYHUVH�HIIHFW�RQ�XV��

&HUWDLQ�OHJDO�PDWWHUV�DUH�GHVFULEHG�EHORZ��

Government Investigations: 

UHS Behavioral Health  

,Q�)HEUXDU\��������WKH�2IILFH�RI�,QVSHFWRU�*HQHUDO�IRU�WKH�8QLWHG�6WDWHV�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��³2,*´��
VHUYHG�D�VXESRHQD�UHTXHVWLQJ�YDULRXV�GRFXPHQWV�IURP�-DQXDU\�������WR�WKH�GDWH�RI�WKH�VXESRHQD�GLUHFWHG�DW�8QLYHUVDO�+HDOWK�6HUYLFHV��
,QF���³8+6´��FRQFHUQLQJ�LW�DQG�8+6�RI�'HODZDUH��,QF���DQG�FHUWDLQ�8+6�RZQHG�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�LQFOXGLQJ��.H\V�RI�
&DUROLQD��2OG�9LQH\DUG�%HKDYLRUDO�+HDOWK��7KH�0HDGRZV�3V\FKLDWULF�&HQWHU��6WUHDPZRRG�%HKDYLRUDO�+HDOWK��+DUWJURYH�+RVSLWDO��
5RFN�5LYHU�$FDGHP\�DQG�5HVLGHQWLDO�7UHDWPHQW�&HQWHU��5R[EXU\�7UHDWPHQW�&HQWHU��+DUERU�3RLQW�%HKDYLRUDO�+HDOWK�&HQWHU��I�N�D�7KH�
3LQHV�5HVLGHQWLDO�7UHDWPHQW�&HQWHU��LQFOXGLQJ�WKH�&UDZIRUG��%ULJKWRQ�DQG�.HPSVYLOOH�FDPSXVHV��:HNLYD�6SULQJV�&HQWHU�DQG�5LYHU�
3RLQW�%HKDYLRUDO�+HDOWK����3ULRU�WR�UHFHLSW�RI�WKLV�VXESRHQD��VRPH�RI�WKHVH�IDFLOLWLHV�KDG�UHFHLYHG�LQGHSHQGHQW�VXESRHQDV�IURP�VWDWH�RU�
IHGHUDO�DJHQFLHV��6XEVHTXHQW�WR�WKH�)HEUXDU\������VXESRHQDV��VRPH�RI�WKH�IDFLOLWLHV�DERYH�KDYH�UHFHLYHG�DGGLWLRQDO��VSHFLILF�
VXESRHQDV�RU�RWKHU�GRFXPHQW�DQG�LQIRUPDWLRQ�UHTXHVWV���,Q�DGGLWLRQ�WR�WKH�2,*��WKH�'2-�DQG�YDULRXV�8�6��$WWRUQH\V¶�DQG�VWDWH�
$WWRUQH\V¶�*HQHUDO�2IILFHV�DUH�DOVR�LQYROYHG�LQ�WKLV�PDWWHU��6LQFH�)HEUXDU\�������DGGLWLRQDO�IDFLOLWLHV�KDYH�DOVR�UHFHLYHG�VXESRHQDV�
DQG�RU�GRFXPHQW�DQG�LQIRUPDWLRQ�UHTXHVWV�RU�ZH�KDYH�EHHQ�QRWLILHG�DUH�LQFOXGHG�LQ�WKH�RPQLEXV�LQYHVWLJDWLRQ���7KRVH�IDFLOLWLHV�
LQFOXGH��1DWLRQDO�'HDI�$FDGHP\��$UERXU�+5,�+RVSLWDO��%HKDYLRUDO�+RVSLWDO�RI�%HOODLUH��6W��6LPRQV�%\�WKH�6HD��7XUQLQJ�3RLQW�&DUH�
&HQWHU��6DOW�/DNH�%HKDYLRUDO�+HDOWK��&HQWUDO�)ORULGD�%HKDYLRUDO�+RVSLWDO��8QLYHUVLW\�%HKDYLRUDO�&HQWHU��$UERXU�+RVSLWDO��$UERXU�
)XOOHU�+RVSLWDO��3HPEURNH�+RVSLWDO��:HVWZRRG�/RGJH��&RDVWDO�+DUERU�+HDOWK�6\VWHP��6KDGRZ�0RXQWDLQ�%HKDYLRUDO�+HDOWK��&HGDU�



����

+LOOV�+RVSLWDO��0D\KLOO�+RVSLWDO��6RXWKHUQ�&UHVFHQW�%HKDYLRUDO�+HDOWK��$QFKRU�+RVSLWDO�DQG�&UHVFHQW�3LQHV�FDPSXVHV���9DOOH\�
+RVSLWDO��$=���3HDFKIRUG�%HKDYLRUDO�+HDOWK�6\VWHP�RI�$WODQWD��8QLYHUVLW\�%HKDYLRUDO�+HDOWK�RI�'HQWRQ��(O�3DVR�%HKDYLRUDO�+HDOWK�
6\VWHP��1HZSRUW�1HZV�%HKDYLRUDO�+HDOWK�&HQWHU��7KH�+XJKHV�&HQWHU��)RUHVW�9LHZ�+RVSLWDO�DQG�+DYHQZ\FN�+RVSLWDO��

,Q�2FWREHU��������ZH�ZHUH�DGYLVHG�WKDW�WKH�'2-¶V�&ULPLQDO�)UDXGV�6HFWLRQ�KDG�RSHQHG�DQ�LQYHVWLJDWLRQ�RI�5LYHU�3RLQW�
%HKDYLRUDO�+HDOWK�DQG�:HNLYD�6SULQJV�&HQWHU��:H�ZHUH�VXEVHTXHQWO\�QRWLILHG�WKDW�WKH�&ULPLQDO�)UDXGV�VHFWLRQ�KDG�RSHQHG�
LQYHVWLJDWLRQV�RI�1DWLRQDO�'HDI�$FDGHP\��+DUWJURYH�+RVSLWDO�DQG�8+6�DV�D�FRUSRUDWH�HQWLW\��,Q�$SULO�������WKH�'2-¶V�&ULPLQDO�
'LYLVLRQ�LVVXHG�D�VXESRHQD�UHTXHVWLQJ�GRFXPHQWDWLRQ�IURP�6KDGRZ�0RXQWDLQ�%HKDYLRUDO�+HDOWK��,Q�$XJXVW�������.HPSVYLOOH�&HQWHU�
RI�%HKDYLRUDO�+HDOWK��D�SDUW�RI�+DUERU�3RLQW�%HKDYLRUDO�+HDOWK�SUHYLRXVO\�LGHQWLILHG�DERYH��UHFHLYHG�D�VXESRHQD�UHTXHVWLQJ�
GRFXPHQWDWLRQ��:H�KDYH�UHFHQWO\�EHHQ�DGYLVHG�WKDW�WKH�LQYHVWLJDWLRQV�EHLQJ�FRQGXFWHG�E\�WKH�'2-¶V�&ULPLQDO�)UDXGV�6HFWLRQ�DQG�
FRUUHVSRQGLQJ�8�6��$WWRUQH\V¶�2IILFHV��RI�8+6�DQG�WKH�DERYH�UHIHUHQFHG�IDFLOLWLHV��KDYH�EHHQ�FORVHG��

,Q�$SULO��������WKH�&HQWHUV�IRU�0HGLFDUH�DQG�0HGLFDLG�6HUYLFHV��³&06´��LQVWLWXWHG�D�0HGLFDUH�SD\PHQW�VXVSHQVLRQ�DW�5LYHU�
3RLQW�%HKDYLRUDO�+HDOWK�LQ�DFFRUGDQFH�ZLWK�IHGHUDO�UHJXODWLRQV�UHJDUGLQJ�VXVSHQVLRQ�RI�SD\PHQWV�GXULQJ�FHUWDLQ�LQYHVWLJDWLRQV��7KH�
)ORULGD�$JHQF\�IRU�+HDOWK�&DUH�$GPLQLVWUDWLRQ��³$+&$´��VXEVHTXHQWO\�LVVXHG�D�0HGLFDLG�SD\PHQW�VXVSHQVLRQ�IRU�WKH�IDFLOLW\��5LYHU�
3RLQW�%HKDYLRUDO�+HDOWK�VXEPLWWHG�D�UHEXWWDO�VWDWHPHQW�GLVSXWLQJ�WKH�EDVLV�RI�WKH�VXVSHQVLRQ�DQG�UHTXHVWLQJ�UHYRFDWLRQ�RI�WKH�
VXVSHQVLRQ��1RWZLWKVWDQGLQJ��&06�FRQWLQXHG�WKH�SD\PHQW�VXVSHQVLRQ��5LYHU�3RLQW�%HKDYLRUDO�+HDOWK�SURYLGHG�DGGLWLRQDO�LQIRUPDWLRQ�
WR�&06�LQ�DQ�HIIRUW�WR�REWDLQ�UHOLHI�IURP�WKH�SD\PHQW�VXVSHQVLRQ�EXW�WKH�0HGLFDUH�VXVSHQVLRQ�UHPDLQV�LQ�HIIHFW��,Q�-XQH�������$+&$�
DGYLVHG�WKDW�ZKLOH�WKH\�ZHUH�PDLQWDLQLQJ�WKH�VXVSHQVLRQ�IRU�GXDO�HOLJLEOH�DQG�FURVV�RYHU�0HGLFDUH�EHQHILFLDULHV��WKH�0HGLFDLG�
SD\PHQW�VXVSHQVLRQ�ZDV�OLIWHG�HIIHFWLYH�-XQH�����������)URP�LQFHSWLRQ�WKURXJK�'HFHPEHU�����������WKH�DJJUHJDWH�IXQGV�ZLWKKHOG�
IURP�XV�LQ�FRQQHFWLRQ�ZLWK�WKH�5LYHU�3RLQW�%HKDYLRUDO�+HDOWK�SD\PHQW�VXVSHQVLRQ�DPRXQWHG�WR�DSSUR[LPDWHO\������PLOOLRQ��:H�
DQWLFLSDWH�D�UHVROXWLRQ�RI�WKH�SD\PHQW�VXVSHQVLRQ�ZLOO�EH�SDUW�RI�WKH�RYHUDOO�VHWWOHPHQW�DJUHHPHQW�V��WR�EH�GUDIWHG�DQG�ILQDOL]HG���
$OWKRXJK�WKH�RSHUDWLQJ�UHVXOWV�RI�5LYHU�3RLQW�%HKDYLRUDO�+HDOWK�GLG�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�RXU�FRQVROLGDWHG�UHVXOWV�RI�
RSHUDWLRQV�GXULQJ������������RU�������WKH�SD\PHQW�VXVSHQVLRQ�KDV�KDG�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�IDFLOLW\¶V�UHVXOWV�RI�RSHUDWLRQV�
DQG�ILQDQFLDO�FRQGLWLRQ��

7KH�'2-�KDV�DGYLVHG�XV�WKDW�WKH�FLYLO�DVSHFW�RI�WKH�FRRUGLQDWHG�LQYHVWLJDWLRQ�UHIHUHQFHG�DERYH�LV�D�)DOVH�&ODLPV�$FW�
LQYHVWLJDWLRQ�IRFXVHG�RQ�ELOOLQJV�VXEPLWWHG�WR�JRYHUQPHQW�SD\HUV�LQ�UHODWLRQ�WR�VHUYLFHV�SURYLGHG�DW�WKRVH�IDFLOLWLHV��:KLOH�WKHUH�KDYH�
EHHQ�YDULRXV�PDWWHUV�UDLVHG�E\�'2-�GXULQJ�WKH�SHQGHQF\�RI�WKLV�LQYHVWLJDWLRQ��'2-�&LYLO�KDV�DGYLVHG�WKDW�WKH�IRFXV�RI�WKHLU�
LQYHVWLJDWLRQ�LV�RQ�PHGLFDO�QHFHVVLW\�LVVXHV�DQG�ELOOLQJ�IRU�VHUYLFHV�QRW�HOLJLEOH�IRU�SD\PHQW�GXH�WR�QRQ�FRPSOLDQFH�ZLWK�UHJXODWRU\�
UHTXLUHPHQWV�UHODWLQJ�WR��DPRQJ�RWKHU�WKLQJV��DGPLVVLRQ�HOLJLELOLW\��GLVFKDUJH�GHFLVLRQV��OHQJWK�RI�VWD\�DQG�SDWLHQW�FDUH�LVVXHV��,W�LV�RXU�
XQGHUVWDQGLQJ�WKDW�WKH�'2-�&ULPLQDO�)UDXG�6HFWLRQ�ZDV�LQYHVWLJDWLQJ�VLPLODU�LVVXHV�SULRU�WR�WKH�FORVXUH�RI�WKHLU�LQYHVWLJDWLRQ��8+6�
GHQLHV�DQ\�IUDXGXOHQW�ELOOLQJV�ZHUH�VXEPLWWHG�WR�JRYHUQPHQW�SD\HUV����

,Q�-XO\�������ZH�UHDFKHG�DQ�DJUHHPHQW�LQ�SULQFLSOH�ZLWK�WKH�'2-¶V�&LYLO�'LYLVLRQ��DQG�RQ�EHKDOI�RI�YDULRXV�VWDWHV¶�DWWRUQH\V�
JHQHUDO�RIILFHV��WR�UHVROYH�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV�IRU������PLOOLRQ�
VXEMHFW�WR�UHTXLVLWH�DSSURYDOV�DQG�SUHSDUDWLRQ�DQG�H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DQG�UHODWHG�DJUHHPHQWV��:H�DUH�DOVR�QHJRWLDWLQJ�D�
FRUSRUDWH�LQWHJULW\�DJUHHPHQW�ZLWK�WKH�2IILFH�RI�,QVSHFWRU�*HQHUDO�IRU�WKH�8QLWHG�6WDWHV�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV�
�³2,*´��ZKLFK�ZH�H[SHFW�ZLOO�EH�SDUW�RI�WKH�RYHUDOO�VHWWOHPHQW�RI�WKLV�PDWWHU����

,Q�FRQQHFWLRQ�ZLWK�WKLV�DJUHHPHQW�LQ�SULQFLSOH��GXULQJ�������ZH�UHFRUGHG�D�SUH�WD[�LQFUHDVH�RI�DSSUR[LPDWHO\�����PLOOLRQ�WR�
WKH�UHVHUYH�HVWDEOLVKHG�LQ�FRQQHFWLRQ�ZLWK�WKH�FLYLO�DVSHFWV�RI�WKHVH�PDWWHUV��³'2-�5HVHUYH´���ZKLFK�LQFOXGHV�UHODWHG�IHHV�DQG�FRVWV�
GXH�WR�RU�RQ�EHKDOI�RI�WKLUG�SDUWLHV��7KH�DJJUHJDWH�SUH�WD[�'2-�5HVHUYH�DPRXQWHG�WR������PLOOLRQ�DV�RI�'HFHPEHU����������DQG������
PLOOLRQ�DV�RI�'HFHPEHU�����������LQFOXGLQJ������PLOOLRQ�UHFRUGHG�GXULQJ���������

,Q�ODWH�$XJXVW��������ZH�UHFHLYHG�WKH�LQLWLDO�GUDIW�RI�WKH�VHWWOHPHQW�DJUHHPHQW�IURP�WKH�'2-¶V�&LYLO�'LYLVLRQ��1HJRWLDWLRQV�
UHJDUGLQJ�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�VHWWOHPHQW�DJUHHPHQW�FRQWLQXH��%DVHG�XSRQ�WKH�WHUPV�DQG�SURYLVLRQV�LQFOXGHG�LQ�WKH�GUDIW�
VHWWOHPHQW�DJUHHPHQW��DQG�UHODWHG�VXEVHTXHQW�GLVFXVVLRQV��RXU������ILQDQFLDO�VWDWHPHQWV�LQFOXGH�DQ�XQIDYRUDEOH�SURYLVLRQ�IRU�LQFRPH�
WD[HV�RI�DSSUR[LPDWHO\����PLOOLRQ�UHVXOWLQJ�IURP�WKH�QHW�HVWLPDWHG�IHGHUDO�DQG�VWDWH�LQFRPH�WD[HV�GXH�RQ�WKH�SRUWLRQ�RI�WKH�SUH�WD[�
'2-�5HVHUYH�WKDW�LV�HVWLPDWHG�WR�EH�QRQ�GHGXFWLEOH�IRU�LQFRPH�WD[�SXUSRVHV����

6LQFH�WKH�DJUHHPHQW�LQ�SULQFLSOH�ZLWK�WKH�'2-¶V�&LYLO�'LYLVLRQ�LV�VXEMHFW�WR�FHUWDLQ�UHTXLUHG�DSSURYDOV�DQG�QHJRWLDWLRQ�DQG�
H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DJUHHPHQWV��DV�ZHOO�DV�QHJRWLDWLRQ�DQG�H[HFXWLRQ�RI�D�FRUSRUDWH�LQWHJULW\�DJUHHPHQW�ZLWK�WKH�2,*��
ZH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�GHILQLWLYH�DJUHHPHQWV�ZLOO�XOWLPDWHO\�EH�ILQDOL]HG��:H�WKHUHIRUH�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ILQDO�
DPRXQWV�SDLG�LQ�VHWWOHPHQW�RU�RWKHUZLVH��RU�DVVRFLDWHG�FRVWV��RU�WKH�LQFRPH�WD[�GHGXFWLELOLW\�RI�VXFK�SD\PHQWV��ZLOO�QRW�GLIIHU�
PDWHULDOO\�IURP�RXU�HVWDEOLVKHG�UHVHUYH�DQG�DVVXPSWLRQV�UHODWHG�WR�LQFRPH�WD[�GHGXFWLELOLW\��

DOJ investigation of Turning Point Hospital���

'XULQJ� WKH� IRXUWK� TXDUWHU� RI� ������ZH�ZHUH� QRWLILHG� WKDW� WKH�'2-�&LYLO�'LYLVLRQ� LQ� FRQMXQFWLRQ�ZLWK� WKH�8�6��$WWRUQH\¶V�
2IILFH� IRU� WKH�1RUWKHUQ�'LVWULFW� RI�*HRUJLD� DQG� WKH�*HRUJLD�$WWRUQH\�*HQHUDO¶V�2IILFH� RSHQHG� DQ� LQYHVWLJDWLRQ� RI� 7XUQLQJ� 3RLQW�
+RVSLWDO� LQ�0RXOWULH��*$�� �7KH�'2-�&LYLO�'LYLVLRQ�KDV�DGYLVHG�XV� WKDW� WKH\�DUH�SULPDULO\� LQYHVWLJDWLQJ� WUDQVSRUWDWLRQ�DQG�KRXVLQJ�
ILQDQFLDO�DVVLVWDQFH�SURYLGHG�WR�SDWLHQWV�UHFHLYLQJ�WUHDWPHQW�DW�WKH�IDFLOLW\��7KH�'2-�LVVXHG�D�FLYLO�LQYHVWLJDWLYH�GHPDQG�WR�WKH�IDFLOLW\�
UHTXHVWLQJ�YDULRXV�GRFXPHQWV�DQG�RWKHU�LQIRUPDWLRQ��,Q�6HSWHPEHU��������ZH�UHDFKHG�D�VHWWOHPHQW�LQ�SULQFLSOH�RI�WKLV�PDWWHU�SHQGLQJ�



����

QHJRWLDWLRQ��ILQDOL]DWLRQ�DQG�H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DJUHHPHQWV��$V�RI�'HFHPEHU�����������RXU�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�
DQ�HVWLPDWHG�UHVHUYH�LQ�FRQQHFWLRQ�ZLWK�WKH�SRWHQWLDO�VHWWOHPHQW�RI�WKLV�PDWWHU��ZKLFK�GLG�QRW�KDYH�PDWHULDO�LPSDFW�RQ�RXU�UHVXOWV�RI�
RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ���

Litigation:�

U.S. ex rel Escobar v. Universal Health Services, Inc. et.al.��

7KLV�LV�D�)DOVH�&ODLPV�$FW�FDVH�ILOHG�DJDLQVW�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF���8+6�RI�'HODZDUH��,QF��DQG�+5,�&OLQLFV��,QF��
G�E�D�$UERXU�&RXQVHOLQJ�6HUYLFHV�LQ�8�6��'LVWULFW�&RXUW�IRU�WKH�'LVWULFW�RI�0DVVDFKXVHWWV���7KLV�TXL�WDP�DFWLRQ�SULPDULO\�DOOHJHV�WKDW�
$UERXU�&RXQVHOLQJ�6HUYLFHV�IDLOHG�WR�DSSURSULDWHO\�VXSHUYLVH�FHUWDLQ�FOLQLFDO�SURYLGHUV�LQ�FRQWUDYHQWLRQ�RI��UHJXODWRU\�UHTXLUHPHQWV�
DQG�WKH�VXEPLVVLRQ�RI�FODLPV�WR�0HGLFDLG�ZHUH�VXEVHTXHQWO\�LPSURSHU���5HODWRUV�PDNH�RWKHU�FODLPV�RI�LPSURSHU�ELOOLQJ�WR�0HGLFDLG�
DVVRFLDWHG�ZLWK�DOOHJHG�IDLOXUHV�RI�$UERXU�&RXQVHOLQJ�WR�FRPSO\�ZLWK�VWDWH�UHJXODWLRQV���7KH�8�6��$WWRUQH\¶V�2IILFH�DQG�WKH�
0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO¶V�2IILFH�LQLWLDOO\�GHFOLQHG�WR�LQWHUYHQH���8+6�ILOHG�D�PRWLRQ�WR�GLVPLVV�DQG�WKH�WULDO�FRXUW�RULJLQDOO\�
JUDQWHG�WKH�PRWLRQ�GLVPLVVLQJ�WKH�FDVH���7KH�)LUVW�&LUFXLW�&RXUW�RI�$SSHDOV��³)LUVW�&LUFXLW´��UHYHUVHG�WKH�WULDO�FRXUW¶V�GLVPLVVDO�RI�WKH�
FDVH���7KH�8QLWHG�6WDWHV�6XSUHPH�&RXUW�VXEVHTXHQWO\�YDFDWHG�WKH�)LUVW�&LUFXLW¶V�RSLQLRQ�DQG�UHPDQGHG�WKH�FDVH�IRU�IXUWKHU�
FRQVLGHUDWLRQ�XQGHU�WKH�QHZ�OHJDO�VWDQGDUGV�HVWDEOLVKHG�E\�WKH�6XSUHPH�&RXUW�IRU�)DOVH�&ODLPV�$FW�FDVHV���'XULQJ�WKH��WK�TXDUWHU�RI�
������WKH�)LUVW�&LUFXLW�LVVXHG�D�UHYLVHG�RSLQLRQ�XSKROGLQJ�WKHLU�UHYHUVDO�RI�WKH�WULDO�FRXUW¶V�GLVPLVVDO���7KH�FDVH�ZDV�WKHQ�UHPDQGHG�WR�
WKH�WULDO�FRXUW�IRU�IXUWKHU�SURFHHGLQJV���,Q�-DQXDU\�������WKH�8�6��$WWRUQH\¶V�2IILFH�DQG�0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO¶V�2IILFH�
DGYLVHG�RI�WKH�SRWHQWLDO�IRU�LQWHUYHQWLRQ�LQ�WKH�FDVH���7KH�0DVVDFKXVHWWV�$WWRUQH\�*HQHUDO¶V�2IILFH�VXEVHTXHQWO\�ILOHG�LWV�PRWLRQ�WR�
LQWHUYHQH�ZKLFK�ZDV�JUDQWHG�DQG��LQ�$SULO�������ILOHG�WKHLU�&RPSODLQW�LQ�,QWHUYHQWLRQ��:H�KDYH�GHIHQGHG�WKLV�FDVH�YLJRURXVO\��7KLV�
PDWWHU�LV�LQFOXGHG�LQ�WKH�DERYH�PHQWLRQHG�DJUHHPHQW�LQ�SULQFLSOH�UHDFKHG�ZLWK�WKH�'2-¶V�&LYLO�'LYLVLRQ��DQG�RQ�EHKDOI�RI�YDULRXV�
VWDWHV¶�DWWRUQH\V�JHQHUDO�RIILFHV��WR�UHVROYH�WKH�FLYLO�DVSHFWV�RI�WKH�JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��
VXEMHFW�WR�UHTXLVLWH�DSSURYDOV�DQG�SUHSDUDWLRQ�DQG�H[HFXWLRQ�RI�GHILQLWLYH�VHWWOHPHQW�DQG�UHODWHG�DJUHHPHQWV��

Shareholder Class Action��

,Q�'HFHPEHU������D�SXUSRUWHG�VKDUHKROGHU�FODVV�DFWLRQ� ODZVXLW�ZDV� ILOHG� LQ�8�6��'LVWULFW�&RXUW� IRU� WKH�&HQWUDO�'LVWULFW�RI�
&DOLIRUQLD�DJDLQVW�8+6�DQG�FHUWDLQ�8+6�RIILFHUV�DOOHJLQJ�YLRODWLRQV�RI� WKH�IHGHUDO�VHFXULWLHV� ODZV��7KH�FDVH�ZDV�RULJLQDOO\� ILOHG�DV�
+HHG�Y��8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��HW��DO���&DVH�1R�������&9�������36*�-&���7KH�FRXUW�VXEVHTXHQWO\�DSSRLQWHG�7HDPVWHUV�/RFDO�
����3HQVLRQ�)XQG�DQG�7HDPVWHUV�/RFDO�����$QQXLW\�)XQG�WR�VHUYH�DV�OHDG�SODLQWLIIV���7KH�FDVH�KDV�EHHQ�WUDQVIHUUHG�WR�WKH�8�6��'LVWULFW�
&RXUW�IRU�WKH�(DVWHUQ�'LVWULFW�RI�3HQQV\OYDQLD�DQG�WKH�VW\OH�RI�WKH�FDVH�KDV�EHHQ�FKDQJHG�WR�7HDPVWHUV�/RFDO�����3HQVLRQ�)XQG��HW��DO��
Y��8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��HW��DO���&DVH�1R�������&9�������/6���,Q�6HSWHPEHU��������7HDPVWHUV�/RFDO�����3HQVLRQ�)XQG�ILOHG�
DQ�DPHQGHG�FRPSODLQW��7KH�DPHQGHG�FODVV�DFWLRQ�FRPSODLQW�DOOHJHV�YLRODWLRQV�RI�IHGHUDO�VHFXULWLHV�ODZV�UHODWLQJ�WR�GLVFORVXUHV�PDGH�
LQ�SXEOLF�ILOLQJV�DVVRFLDWHG�ZLWK�DOOHJHG�SUDFWLFHV�DQG�RSHUDWLRQV�DW�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV���3ODLQWLIIV�VHHN�PRQHWDU\�GDPDJHV�
IRU� VKDUHKROGHUV� GXULQJ� WKH� GHILQHG� FODVV� SHULRG� DV� D� UHVXOW� RI� WKH� GHFUHDVH� LQ� VKDUH� SULFH� IROORZLQJ� YDULRXV� SXEOLF� GLVFORVXUHV� RU�
UHSRUWV��,Q�'HFHPEHU��������ZH�ILOHG�D�PRWLRQ�WR�GLVPLVV�WKH�DPHQGHG�FRPSODLQW��,Q�$XJXVW��������WKH�FRXUW�JUDQWHG�RXU�PRWLRQ�WR�
GLVPLVV�� 3ODLQWLIIV� KDYH� ILOHG� D� PRWLRQ� ZLWK� WKH� FRXUW� VHHNLQJ� OHDYH� WR� ILOH� D� VHFRQG� DPHQGHG� FRPSODLQW�� 6KRXOG� WKH� FRXUW� GHQ\�
SODLQWLIIV¶�PRWLRQ��ZH�DQWLFLSDWH�DQ�DSSHDO�RI�WKH�GLVPLVVDO�RI�WKH�FDVH��:H�GHQ\�OLDELOLW\�DQG�LQWHQG�WR�GHIHQG�RXUVHOYHV�YLJRURXVO\��$W�
WKLV�WLPH��ZH�DUH�XQFHUWDLQ�DV�WR�SRWHQWLDO�OLDELOLW\�RU�ILQDQFLDO�H[SRVXUH��LI�DQ\��ZKLFK�PD\�EH�DVVRFLDWHG�ZLWK�WKLV�PDWWHU���

Shareholder Derivative Cases���

,Q�0DUFK�������D�VKDUHKROGHU�GHULYDWLYH�VXLW�ZDV�ILOHG�E\�SODLQWLII�'DYLG�+HHG�LQ�WKH�&RXUW�RI�&RPPRQ�3OHDV�RI�3KLODGHOSKLD�
&RXQW\��$�QRWLFH�RI�UHPRYDO�WR�WKH�8QLWHG�6WDWHV�'LVWULFW�&RXUW�IRU�WKH�(DVWHUQ�'LVWULFW�RI�3HQQV\OYDQLD�ZDV�ILOHG��&DVH�1R�������FY�
������/6���3ODLQWLII�ILOHG�D�PRWLRQ�WR�UHPDQG��,Q�'HFHPEHU�������WKH�&RXUW�GHQLHG�SODLQWLII¶V�PRWLRQ�WR�UHPDQG�DQG�KDV�UHWDLQHG�WKH�
FDVH�LQ�IHGHUDO�FRXUW��,Q�0D\��-XQH�DQG�-XO\�������DGGLWLRQDO�VKDUHKROGHU�GHULYDWLYH�VXLWV�ZHUH�ILOHG�LQ�WKH�8QLWHG�6WDWHV�'LVWULFW�&RXUW�
IRU�WKH�(DVWHUQ�'LVWULFW�RI�3HQQV\OYDQLD��7KH�SODLQWLIIV�LQ�WKRVH�FDVHV�DUH��&HQWUDO�/DERUHUV¶�3HQVLRQ�)XQG��&DVH�1R�����FY�������/6���
)LUHPHQ¶V�5HWLUHPHQW�6\VWHP�RI�6W��/RXLV��&DVH�1R����²FY�������/6���:DWHUIRUG�7RZQVKLS�3ROLFH�	�)LUH�5HWLUHPHQW�6\VWHP��&DVH�
1R�����FY�������/6���DQG�$PDOJDPDWHG�%DQN�/RQJYLHZ�)XQGV��&DVH�1R�����FY�������/6���7KH�)LUHPDQ¶V�5HWLUHPHQW�6\VWHP�FDVH�
KDV� VLQFH� EHHQ� YROXQWDULO\� GLVPLVVHG�� 7KH� IHGHUDO� FRXUW� KDV� FRQVROLGDWHG� DOO� RI� WKH� FDVHV� SHQGLQJ� LQ� WKH� (DVWHUQ� 'LVWULFW� RI�
3HQQV\OYDQLD�DQG�KDV�DSSRLQWHG�FR�OHDG�SODLQWLIIV�DQG�FR�OHDG�FRXQVHO��/HDG�3ODLQWLIIV�KDYH�ILOHG�D�FRQVROLGDWHG��DPHQGHG�FRPSODLQW��
:H�KDYH�ILOHG�D�PRWLRQ�WR�GLVPLVV�WKH�DPHQGHG�FRPSODLQW���,Q�DGGLWLRQ��D�VKDUHKROGHU�GHULYDWLYH�FDVH�ZDV�ILOHG�LQ�&KDQFHU\�&RXUW�LQ�
'HODZDUH�E\�WKH�'HODZDUH�&RXQW\�(PSOR\HHV¶�5HWLUHPHQW�)XQG��&DVH�1R������������-7/���,Q�'HFHPEHU�������WKH�&KDQFHU\�&RXUW�
VWD\HG� WKLV� FDVH�SHQGLQJ� UHVROXWLRQ�RI�RWKHU� FRQWHPSRUDQHRXV�PDWWHUV��(DFK�RI� WKHVH� FDVHV�KDYH�QDPHG�FHUWDLQ� FXUUHQW� DQG� IRUPHU�
PHPEHUV�RI�WKH�%RDUG�RI�'LUHFWRUV�LQGLYLGXDOO\�DQG�FHUWDLQ�RIILFHUV�RI�8QLYHUVDO�+HDOWK�6HUYLFHV��,QF��DV�GHIHQGDQWV���8+6�KDV�DOVR�
EHHQ� QDPHG� DV� D� QRPLQDO� GHIHQGDQW� LQ� WKHVH� FDVHV�� 7KH� GHULYDWLYH� FDVHV�PDNH� VXEVWDQWLDOO\� VLPLODU� DOOHJDWLRQV� DQG� FODLPV� DV� WKH�
VKDUHKROGHU�FODVV�DFWLRQ�UHODWLQJ�WR�SUDFWLFHV�DW�RXU�EHKDYLRUDO�KHDOWK�IDFLOLWLHV�DQG�ERDUG�DQG�FRUSRUDWH�RYHUVLJKW�RI�WKHVH�IDFLOLWLHV�DV�
ZHOO�DV�FODLPV�UHODWLQJ�WR�WKH�VWRFN�WUDGLQJ�E\�WKH�LQGLYLGXDO�GHIHQGDQWV�DQG�FRPSDQ\�UHSXUFKDVH�RI�VKDUHV�GXULQJ�WKH�UHOHYDQW�WLPH�
SHULRG��7KH�FDVHV�PDNH�FODLPV�RI�EUHDFKHV�RI�ILGXFLDU\�GXWLHV�E\�WKH�QDPHG�ERDUG�PHPEHUV�DQG�RIILFHUV��DOOHJHG�YLRODWLRQV�RI�IHGHUDO�
VHFXULWLHV� ODZV�� DQG� FRPPRQ� ODZ� FDXVHV� RI� DFWLRQ� DJDLQVW� WKH� LQGLYLGXDO� GHIHQGDQWV� LQFOXGLQJ�XQMXVW� HQULFKPHQW�� FRUSRUDWH�ZDVWH��
DEXVH�RI�FRQWURO��FRQVWUXFWLYH�IUDXG�DQG�JURVV�PLVPDQDJHPHQW��7KH�FDVHV�VHHN�PRQHWDU\�GDPDJHV�DOOHJHGO\�LQFXUUHG�E\�WKH�FRPSDQ\��
UHVWLWXWLRQ�DQG�GLVJRUJHPHQW�RI�SURILWV��EHQHILWV�DQG�RWKHU�FRPSHQVDWLRQ�IURP�WKH�LQGLYLGXDO�GHIHQGDQWV�DQG�YDULRXV�IRUPV�RI�HTXLWDEOH�



����

UHOLHI�UHODWLQJ�WR�FRUSRUDWH�JRYHUQDQFH�PDWWHUV��,Q�$XJXVW��������WKH�FRXUW�JUDQWHG�RXU�PRWLRQ�WR�GLVPLVV��3ODLQWLIIV�KDYH�ILOHG�D�PRWLRQ�
ZLWK�WKH�FRXUW�VHHNLQJ�OHDYH�WR�ILOH�D�VHFRQG�DPHQGHG�FRPSODLQW��6KRXOG�WKH�FRXUW�GHQ\�SODLQWLIIV¶�PRWLRQ��ZH�DQWLFLSDWH�DQ�DSSHDO�RI�
WKH�GLVPLVVDO�RI�WKH�FDVH���7KH�GHIHQGDQWV�GHQ\�OLDELOLW\�DQG�LQWHQG�WR�GHIHQG�WKHVH�FDVHV�YLJRURXVO\��$W�WKLV�WLPH��ZH�DUH�XQFHUWDLQ�DV�
WR�SRWHQWLDO�OLDELOLW\�RU�ILQDQFLDO�H[SRVXUH��LI�DQ\��ZKLFK�PD\�EH�DVVRFLDWHG�ZLWK�WKHVH�PDWWHUV��

The George Washington University v. Universal Health Services, Inc., et. al. 

,Q�'HFHPEHU�������7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\��³8QLYHUVLW\´��ILOHG�D�ODZVXLW�LQ�WKH�6XSHULRU�&RXUW�IRU�WKH�'LVWULFW�RI�
&ROXPELD�DJDLQVW�8QLYHUVDO�+HDOWK�6HUYLFHV�� ,QF��DV�ZHOO�DV�FHUWDLQ� VXEVLGLDULHV�DQG� LQGLYLGXDOV�DVVRFLDWHG�ZLWK� WKH�RZQHUVKLS�DQG�
PDQDJHPHQW�RI�7KH�*HRUJH�:DVKLQJWRQ�8QLYHUVLW\�+RVSLWDO��³*:�+RVSLWDO´��LQ�:DVKLQJWRQ��'�&���FDVH�1R�������&$��������%����
7KH� ODZVXLW� FODLPV� WKDW� 8+6� IDLOHG� WR� SURYLGH� VXIILFLHQW� ILQDQFLDO� FRPSHQVDWLRQ� WR� WKH� 8QLYHUVLW\� XQGHU� WKH� WHUPV� RI� YDULRXV�
DJUHHPHQWV� HQWHUHG� LQWR� LQ� ����� EHWZHHQ� WKH�8QLYHUVLW\� DQG�8+6� IRU� WKH� MRLQW� YHQWXUH� RZQHUVKLS� RI�*:�+RVSLWDO�� � 7KH� ODZVXLW�
LQFOXGHV�FODLPV�IRU�EUHDFK�RI�FRQWUDFW��EUHDFK�RI�ILGXFLDU\�GXW\��DQG�XQMXVW�HQULFKPHQW���:H�GHQ\�OLDELOLW\�DQG�LQWHQG�WR�GHIHQG�WKLV�
PDWWHU�YLJRURXVO\��$W�WKLV�WLPH��ZH�DUH�XQFHUWDLQ�DV�WR�SRWHQWLDO�OLDELOLW\�RU�ILQDQFLDO�H[SRVXUH��LI�DQ\��ZKLFK�PD\�EH�DVVRFLDWHG�ZLWK�
WKLV�PDWWHU��

Disproportionate Share Hospital Payment Matter:  

,Q�ODWH�6HSWHPEHU��������PDQ\�KRVSLWDOV�LQ�3HQQV\OYDQLD��LQFOXGLQJ�FHUWDLQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�KRVSLWDOV�ORFDWHG�LQ�
WKH� VWDWH�� UHFHLYHG� OHWWHUV� IURP� WKH� 3HQQV\OYDQLD� 'HSDUWPHQW� RI� +XPDQ� 6HUYLFHV� �WKH� ³'HSDUWPHQW´�� GHPDQGLQJ� UHSD\PHQW� RI�
DOOHJHGO\� H[FHVV� 0HGLFDLG� 'LVSURSRUWLRQDWH� 6KDUH� +RVSLWDO� SD\PHQWV� �³'6+´��� SULPDULO\� FRQVLVWLQJ� RI� PDQDJHG� FDUH� SD\PHQWV�
FKDUDFWHUL]HG�DV�'6+�SD\PHQWV�� IRU� WKH� IHGHUDO� ILVFDO�\HDU� �³))<´�������DPRXQWLQJ� WR�DSSUR[LPDWHO\����PLOOLRQ� LQ� WKH�DJJUHJDWH��
6LQFH� WKDW� WLPH�� FHUWDLQ� RI� RXU� EHKDYLRUDO� KHDOWK� FDUH� KRVSLWDOV� LQ� 3HQQV\OYDQLD� KDYH� UHFHLYHG� VLPLODU� UHTXHVWV� IRU� UHSD\PHQW� IRU�
DOOHJHG�'6+�RYHUSD\PHQWV� IRU� ))<V� ����� WKURXJK� ������ )RU� ))<������� WKH� FODLPHG� RYHUSD\PHQW� DPRXQWV� WR� DSSUR[LPDWHO\� ���
PLOOLRQ�� )RU� ))<� ������ WKH� FODLPHG� RYHUSD\PHQWV� ZHUH� LQLWLDOO\� DSSUR[LPDWHO\� ��� PLOOLRQ� EXW� KDYH� VLQFH� EHHQ� UHGXFHG� WR�
DSSUR[LPDWHO\����PLOOLRQ�GXH�WR�D�FKDQJH�LQ�WKH�'HSDUWPHQW¶V�FDOFXODWLRQV�RI�WKH�KRVSLWDO�VSHFLILF�'6+�XSSHU�SD\PHQW�OLPLW��)RU�))<�
������WKH�FODLPHG�RYHUSD\PHQWV�ZHUH�DSSUR[LPDWHO\����PLOOLRQ�DQG�IRU�))<�������WKH�FODLPHG�RYHUSD\PHQWV�ZHUH�DSSUR[LPDWHO\����
PLOOLRQ��:H�ILOHG�DGPLQLVWUDWLYH�DSSHDOV�IRU�DOO�RI�RXU�IDFLOLWLHV�FRQWHVWLQJ�WKH�UHFRXSPHQW�HIIRUWV�IRU�))<V������WKURXJK������DV�ZH�
EHOLHYH�WKH�'HSDUWPHQW¶V�FDOFXODWLRQ�PHWKRGRORJ\�LV�LQDFFXUDWH�DQG�FRQIOLFWV�ZLWK�DSSOLFDEOH�IHGHUDO�DQG�VWDWH�ODZV�DQG�UHJXODWLRQV��
7KH� 'HSDUWPHQW� KDV� DJUHHG� WR�SRVWSRQH� WKH� UHFRXSPHQW� RI� WKH� VWDWH¶V� VKDUH� RI� WKH� '6+� SD\PHQWV� XQWLO� DOO� KRVSLWDO� DSSHDOV� DUH�
UHVROYHG� EXW� VWDUWHG� UHFRXSPHQW� RI� WKH� IHGHUDO� VKDUH��:H� XQGHUVWDQG� WKDW� VWDUWLQJ� LQ� ))<� ������ WKH� ILUVW� IXOO� ILVFDO� \HDU� DIWHU� WKH�
-DQXDU\� ��� ����� HIIHFWLYH� GDWH� RI�0HGLFDLG� H[SDQVLRQ� LQ� 3HQQV\OYDQLD�� WKH�'HSDUWPHQW�ZLOO� QR� ORQJHU� FKDUDFWHUL]H�PDQDJHG� FDUH�
SD\PHQWV�UHFHLYHG�E\�WKH�KRVSLWDOV�DV�'6+�SD\PHQWV��:H�FDQ�SURYLGH�QR�DVVXUDQFH�WKDW�ZH�ZLOO�XOWLPDWHO\�EH�VXFFHVVIXO�LQ�RXU�OHJDO�
DQG�DGPLQLVWUDWLYH�DSSHDOV�UHODWHG�WR�WKH�'HSDUWPHQW¶V�UHSD\PHQW�GHPDQGV���,I�RXU�OHJDO�DQG�DGPLQLVWUDWLYH�DSSHDOV�DUH�XQVXFFHVVIXO��
RXU�IXWXUH�FRQVROLGDWHG�UHVXOWV�RI�RSHUDWLRQV�DQG�ILQDQFLDO�FRQGLWLRQ�FRXOG�EH�DGYHUVHO\�LPSDFWHG�E\�WKHVH�UHSD\PHQWV�����������

Other Matters: 

9DULRXV�RWKHU�VXLWV��FODLPV�DQG�LQYHVWLJDWLRQV��LQFOXGLQJ�JRYHUQPHQW�VXESRHQDV��DULVLQJ�DJDLQVW��RU�LVVXHG�WR��XV�DUH�SHQGLQJ�
DQG�DGGLWLRQDO�VXFK�PDWWHUV�PD\�DULVH�LQ�WKH�IXWXUH��0DQDJHPHQW�ZLOO�FRQVLGHU�DGGLWLRQDO�GLVFORVXUH�IURP�WLPH�WR�WLPH�WR�WKH�H[WHQW�LW�
EHOLHYHV�VXFK�PDWWHUV�PD\�EH�RU�EHFRPH�PDWHULDO��7KH�RXWFRPH�RI�DQ\�FXUUHQW�RU�IXWXUH�OLWLJDWLRQ�RU�JRYHUQPHQWDO�RU�LQWHUQDO�
LQYHVWLJDWLRQV��LQFOXGLQJ�WKH�PDWWHUV�GHVFULEHG�DERYH��FDQQRW�EH�DFFXUDWHO\�SUHGLFWHG��QRU�FDQ�ZH�SUHGLFW�DQ\�UHVXOWLQJ�SHQDOWLHV��ILQHV�
RU�RWKHU�VDQFWLRQV�WKDW�PD\�EH�LPSRVHG�DW�WKH�GLVFUHWLRQ�RI�IHGHUDO�RU�VWDWH�UHJXODWRU\�DXWKRULWLHV��:H�UHFRUG�DFFUXDOV�IRU�VXFK�
FRQWLQJHQFLHV�WR�WKH�H[WHQW�WKDW�ZH�FRQFOXGH�LW�LV�SUREDEOH�WKDW�D�OLDELOLW\�KDV�EHHQ�LQFXUUHG�DQG�WKH�DPRXQW�RI�WKH�ORVV�FDQ�EH�
UHDVRQDEO\�HVWLPDWHG��1R�HVWLPDWH�RI�WKH�SRVVLEOH�ORVV�RU�UDQJH�RI�ORVV�LQ�H[FHVV�RI�DPRXQWV�DFFUXHG��LI�DQ\��FDQ�EH�PDGH�DW�WKLV�WLPH�
UHJDUGLQJ�WKH�PDWWHUV�GHVFULEHG�DERYH�RU�WKDW�DUH�RWKHUZLVH�SHQGLQJ�EHFDXVH�WKH�LQKHUHQWO\�XQSUHGLFWDEOH�QDWXUH�RI�OHJDO�SURFHHGLQJV�
PD\�EH�H[DFHUEDWHG�E\�YDULRXV�IDFWRUV��LQFOXGLQJ��EXW�QRW�OLPLWHG�WR���L��WKH�GDPDJHV�VRXJKW�LQ�WKH�SURFHHGLQJV�DUH�XQVXEVWDQWLDWHG�RU�
LQGHWHUPLQDWH���LL��GLVFRYHU\�LV�QRW�FRPSOHWH���LLL��WKH�PDWWHU��LV�LQ�LWV�HDUO\�VWDJHV���LY��WKH�PDWWHUV�SUHVHQW�OHJDO�XQFHUWDLQWLHV���Y��WKHUH�
DUH�VLJQLILFDQW�IDFWV�LQ�GLVSXWH���YL��WKHUH�DUH�D�ODUJH�QXPEHU�RI�SDUWLHV��RU���YLL��WKHUH�LV�D�ZLGH�UDQJH�RI�SRWHQWLDO�RXWFRPHV��,W�LV�
SRVVLEOH�WKDW�WKH�RXWFRPH�RI�WKHVH�PDWWHUV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�RXU�IXWXUH�UHVXOWV�RI�RSHUDWLRQV��ILQDQFLDO�SRVLWLRQ��
FDVK�IORZV�DQG��SRWHQWLDOO\��RXU�UHSXWDWLRQ��

���5(/$7,216+,3�:,7+�81,9(56$/�+($/7+�5($/7<�,1&20(�75867�$1'�27+(5�5(/$7('�3$57<�
75$16$&7,216�

Relationship with Universal Health Realty Income Trust: 

$W�'HFHPEHU�����������ZH�KHOG�DSSUR[LPDWHO\������RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�8QLYHUVDO�+HDOWK�5HDOW\�,QFRPH�7UXVW��WKH�
³7UXVW´���:H�VHUYH�DV�$GYLVRU�WR�WKH�7UXVW�XQGHU�DQ�DQQXDOO\�UHQHZDEOH�DGYLVRU\�DJUHHPHQW��ZKLFK�LV�VFKHGXOHG�WR�H[SLUH�RQ�
'HFHPEHU���VW�RI�HDFK�\HDU��SXUVXDQW�WR�WKH�WHUPV�RI�ZKLFK�ZH�FRQGXFW�WKH�7UXVW¶V�GD\�WR�GD\�DIIDLUV��SURYLGH�DGPLQLVWUDWLYH�VHUYLFHV�
DQG�SUHVHQW�LQYHVWPHQW�RSSRUWXQLWLHV���7KH�DGYLVRU\�DJUHHPHQW�ZDV�$PHQGHG�DQG�5HVWDWHG�HIIHFWLYH�-DQXDU\�����������$PRQJ�RWKHU�
WKLQJV��WKH�$PHQGHG�DQG�5HVWDWHG�$GYLVRU\�$JUHHPHQW��WKH�³$JUHHPHQW´��HOLPLQDWHG�WKH�����DQQXDO�LQFHQWLYH�IHH�FODXVH�ZKLFK�ZH�
ZHUH�SUHYLRXVO\�HQWLWOHG�WR�XQGHU�FHUWDLQ�FRQGLWLRQV��WKH�LQFHQWLYH�IHH�UHTXLUHPHQWV�KDYH�QHYHU�EHHQ�DFKLHYHG����7KH�DGYLVRU\�
DJUHHPHQW�ZDV�UHQHZHG�E\�WKH�7UXVW�IRU������DW�WKH�VDPH�UDWH�DV�WKH�SULRU�WKUHH�\HDUV��SURYLGLQJ�IRU�DQ�DGYLVRU\�FRPSXWDWLRQ�DW�������



����

RI�WKH�7UXVW¶V�DYHUDJH�LQYHVWHG�UHDO�HVWDWH�DVVHWV��:H�HDUQHG�DQ�DGYLVRU\�IHH�IURP�WKH�7UXVW��ZKLFK�LV�LQFOXGHG�LQ�QHW�UHYHQXHV�LQ�WKH�
DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��RI�DSSUR[LPDWHO\������PLOOLRQ�GXULQJ������������PLOOLRQ�GXULQJ������DQG������
PLOOLRQ�GXULQJ�������

,Q�DGGLWLRQ��FHUWDLQ�RI�RXU�RIILFHUV�DQG�GLUHFWRUV�DUH�DOVR�RIILFHUV�DQG�RU�GLUHFWRUV�RI�WKH�7UXVW��0DQDJHPHQW�EHOLHYHV�WKDW�LW�KDV�
WKH�DELOLW\�WR�H[HUFLVH�VLJQLILFDQW�LQIOXHQFH�RYHU�WKH�7UXVW��WKHUHIRUH�ZH�DFFRXQW�IRU�RXU�LQYHVWPHQW�LQ�WKH�7UXVW�XVLQJ�WKH�HTXLW\�
PHWKRG�RI�DFFRXQWLQJ��

2XU�SUH�WD[�VKDUH�RI�LQFRPH�IURP�WKH�7UXVW�ZDV������PLOOLRQ�DQG������PLOOLRQ�GXULQJ������DQG�������UHVSHFWLYHO\��ZKLFK�DUH�
LQFOXGHG�LQ�RWKHU�LQFRPH��QHW��RQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH�IRU�HDFK�\HDU��2XU�SUH�WD[�VKDUH�RI�LQFRPH�
IURP�WKH�7UXVW�ZDV������PLOOLRQ�GXULQJ�������ZKLFK�LV�LQFOXGHG�LQ�QHW�UHYHQXHV�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�
LQFRPH��,QFOXGHG�LQ�RXU�VKDUH�RI�WKH�7UXVW¶V�LQFRPH�IRU������ZDV�D�JDLQ�UHDOL]HG�E\�WKH�7UXVW�LQ�FRQQHFWLRQ�ZLWK�D�GLYHVWLWXUH�RI�
SURSHUW\�WKDW�ZDV�FRPSOHWHG�GXULQJ�WKH�ILUVW�TXDUWHU�RI�������DV�ZHOO�DV�JDLQ�UHFRUGHG�LQ�FRQQHFWLRQ�ZLWK�KXUULFDQH�UHODWHG�LQVXUDQFH�
SURFHHGV��:H�UHFHLYHG�GLYLGHQGV�IURP�WKH�7UXVW�DPRXQWLQJ�WR������PLOOLRQ�GXULQJ�HDFK�RI������������DQG����������

7KH�FDUU\LQJ�YDOXH�RI�RXU�LQYHVWPHQW�LQ�WKH�7UXVW�ZDV������PLOOLRQ�DQG������PLOOLRQ�DW�'HFHPEHU����������DQG�������
UHVSHFWLYHO\��DQG�LV�LQFOXGHG�LQ�RWKHU�DVVHWV�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV��7KH�PDUNHW�YDOXH�RI�RXU�LQYHVWPHQW�LQ�
WKH�7UXVW�ZDV�������PLOOLRQ�DW�'HFHPEHU����������DQG�������PLOOLRQ�DW�'HFHPEHU�����������EDVHG�RQ�WKH�FORVLQJ�SULFH�RI�WKH�7UXVW¶V�
VWRFN�RQ�WKH�UHVSHFWLYH�GDWHV��

7KH�7UXVW�FRPPHQFHG�RSHUDWLRQV�LQ������E\�SXUFKDVLQJ�FHUWDLQ�KRVSLWDO�SURSHUWLHV�IURP�XV�DQG�LPPHGLDWHO\�OHDVLQJ�WKH�
SURSHUWLHV�EDFN�WR�RXU�UHVSHFWLYH�VXEVLGLDULHV��0RVW�RI�WKH�OHDVHV�ZHUH�HQWHUHG�LQWR�DW�WKH�WLPH�WKH�7UXVW�FRPPHQFHG�RSHUDWLRQV�DQG�
SURYLGHG�IRU�LQLWLDO�WHUPV�RI����WR����\HDUV�ZLWK�XS�WR�VL[�DGGLWLRQDO���\HDU�UHQHZDO�WHUPV��(DFK�OHDVH�DOVR�SURYLGHG�IRU�DGGLWLRQDO�RU�
ERQXV�UHQWDO��DV�GLVFXVVHG�EHORZ��7KH�EDVH�UHQWV�DUH�SDLG�PRQWKO\�DQG�WKH�ERQXV�UHQWV�DUH�FRPSXWHG�DQG�SDLG�RQ�D�TXDUWHUO\�EDVLV��
EDVHG�XSRQ�D�FRPSXWDWLRQ�WKDW�FRPSDUHV�FXUUHQW�TXDUWHU�UHYHQXH�WR�D�FRUUHVSRQGLQJ�TXDUWHU�LQ�WKH�EDVH�\HDU��7KH�OHDVHV�ZLWK�WKRVH�
VXEVLGLDULHV�DUH�XQFRQGLWLRQDOO\�JXDUDQWHHG�E\�XV�DQG�DUH�FURVV�GHIDXOWHG�ZLWK�RQH�DQRWKHU��

7RWDO�UHQW�H[SHQVH�XQGHU�WKH�RSHUDWLQJ�OHDVHV�RQ�WKH�WKUHH�KRVSLWDO�IDFLOLWLHV�ZLWK�WKH�7UXVW�ZDV�������PLOOLRQ�GXULQJ������DQG�
������PLOOLRQ�GXULQJ�HDFK�RI������DQG��������3XUVXDQW�WR�WKH�WHUPV�RI�WKH�WKUHH�KRVSLWDO�OHDVHV�ZLWK�WKH�7UXVW��ZH�KDYH�WKH�RSWLRQ�WR�
UHQHZ�WKH�OHDVHV�DW�WKH�OHDVH�WHUPV�GHVFULEHG�DERYH�E\�SURYLGLQJ�QRWLFH�WR�WKH�7UXVW�DW�OHDVW����GD\V�SULRU�WR�WKH�WHUPLQDWLRQ�RI�WKH�WKHQ�
FXUUHQW�WHUP��:H�DOVR�KDYH�WKH�ULJKW�WR�SXUFKDVH�WKH�UHVSHFWLYH�OHDVHG�KRVSLWDOV�DW�WKH�HQG�RI�WKH�OHDVH�WHUPV�RU�DQ\�UHQHZDO�WHUPV�DW�
WKHLU�DSSUDLVHG�IDLU�PDUNHW�YDOXH�DV�ZHOO�DV�SXUFKDVH�DQ\�RU�DOO�RI�WKH�WKUHH�OHDVHG�KRVSLWDO�SURSHUWLHV�DW�WKH�DSSUDLVHG�IDLU�PDUNHW�YDOXH�
XSRQ�RQH�PRQWK¶V�QRWLFH�VKRXOG�D�FKDQJH�RI�FRQWURO�RI�WKH�7UXVW�RFFXU���,Q�DGGLWLRQ��ZH�KDYH�ULJKWV�RI�ILUVW�UHIXVDO�WR���L��SXUFKDVH�WKH�
UHVSHFWLYH�OHDVHG�IDFLOLWLHV�GXULQJ�DQG�IRU�����GD\V�DIWHU�WKH�OHDVH�WHUPV�DW�WKH�VDPH�SULFH��WHUPV�DQG�FRQGLWLRQV�RI�DQ\�WKLUG�SDUW\�
RIIHU��RU���LL��UHQHZ�WKH�OHDVH�RQ�WKH�UHVSHFWLYH�OHDVHG�IDFLOLW\�DW�WKH�HQG�RI��DQG�IRU�����GD\V�DIWHU��WKH�OHDVH�WHUP�DW�WKH�VDPH�WHUPV�DQG�
FRQGLWLRQV�SXUVXDQW�WR�DQ\�WKLUG�SDUW\�RIIHU������

7KH�WDEOH�EHORZ�GHWDLOV�WKH�UHQHZDO�RSWLRQV�DQG�WHUPV�IRU�HDFK�RI�RXU�WKUHH�DFXWH�FDUH�KRVSLWDO�IDFLOLWLHV�OHDVHG�IURP�WKH�7UXVW��
�

+RVSLWDO�1DPH� �� ��

$QQXDO�
0LQLPXP�
5HQW � �� (QG�RI�/HDVH�7HUP���

5HQHZDO�
7HUP�
�\HDUV� � ��

0F$OOHQ�0HGLFDO�&HQWHU� � � � ���������� � 'HFHPEHU��������� �� �� �D�
:HOOLQJWRQ�5HJLRQDO�0HGLFDO�&HQWHU� � � � ���������� � 'HFHPEHU��������� �� ��� �E�
6RXWKZHVW�+HDOWKFDUH�6\VWHP��,QODQG�9DOOH\�&DPSXV� � � � ���������� � 'HFHPEHU��������� �� ��� �E�

�
�D�� :H�KDYH�RQH���\HDU�UHQHZDO�RSWLRQ�DW�H[LVWLQJ�OHDVH�UDWHV��WKURXJK��������
�E� :H�KDYH�WZR���\HDU�UHQHZDO�RSWLRQV�DW�IDLU�PDUNHW�YDOXH�OHDVH�UDWHV�������WKURXJK�������

,Q�DGGLWLRQ��FHUWDLQ�RI�RXU�VXEVLGLDULHV�DUH�WHQDQWV�LQ�VHYHUDO�PHGLFDO�RIILFH�EXLOGLQJV��³02%V´��DQG�WZR�IUHH�VWDQGLQJ�
HPHUJHQF\�GHSDUWPHQWV�RZQHG�E\�WKH�7UXVW�RU�E\�OLPLWHG�OLDELOLW\�FRPSDQLHV�LQ�ZKLFK�WKH�7UXVW�KROGV�����WR������RI�WKH�RZQHUVKLS�
LQWHUHVW����

'XULQJ�WKH�WKLUG�TXDUWHU�RI�������WKH�7UXVW�FRPPHQFHG�FRQVWUXFWLRQ�RQ�D�QHZ��������UHQWDEOH�VTXDUH�IHHW�02%�WKDW�ZLOO�EH�
ORFDWHG�RQ�WKH�FDPSXV�RI�7H[RPD�0HGLFDO�&HQWHU��D�KRVSLWDO�WKDW�LV�RZQHG�DQG�RSHUDWHG�E\�RQH�RI�RXU�VXEVLGLDULHV���,Q�FRQQHFWLRQ�
ZLWK�WKLV�02%��D�PDVWHU�IOH[�OHDVH�KDV�EHHQ�H[HFXWHG�EHWZHHQ�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�RXUV�DQG�D�7UXVW�OLPLWHG�SDUWQHUVKLS�WKDW�
RZQV�WKH�02%���3XUVXDQW�WR�WKH�WHUPV�RI�WKLV�PDVWHU�IOH[�OHDVH��RXU�VXEVLGLDU\�ZLOO�PDVWHU�OHDVH�DSSUR[LPDWHO\�����RI�WKH�UHQWDEOH�
VTXDUH�IHHW�RI�WKH�02%��ZKLFK�FRXOG�EH�UHGXFHG�GXULQJ�WKH�WHUP�LI�FHUWDLQ�FRQGLWLRQV�DUH�PHW��IRU�D�WHQ�\HDU�WHUP�DW�DQ�LQLWLDO�
PLQLPXP�DQQXDO�UHQW�RI�����������



����

'XULQJ�WKH�WKLUG�TXDUWHU�RI�������D�MRLQW�YHQWXUH�DJUHHPHQW�EHWZHHQ�XV�DQG�D�QRQ�UHODWHG�WKLUG�SDUW\�ZDV�ILQDOL]HG�LQ�FRQQHFWLRQ�
ZLWK�WKH�GHYHORSPHQW�RI�D�QHZO\�FRQVWUXFWHG�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLW\�ORFDWHG�LQ�&OLYH��,RZD���3XUVXDQW�WR�WKH�WHUPV�RI�WKH�
DJUHHPHQW��ZH�KROG�D�PDMRULW\�RZQHUVKLS�LQWHUHVW�LQ�WKH�YHQWXUH�DQG�ZLOO�DFW�DV�PDQDJHU�RI�WKH�IDFLOLW\�ZKHQ�FRPSOHWHG�DQG�RSHQHG���
7KLV�MRLQW�YHQWXUH�DOVR�HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�WKH�7UXVW�ZKHUHE\�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�WKH�7UXVW�ZLOO�FRQVWUXFW�WKH�
����EHG�EHKDYLRUDO�KHDOWK�FDUH�KRVSLWDO�DQG��XSRQ�FRPSOHWLRQ�DQG�LVVXDQFH�RI�WKH�FHUWLILFDWH�RI�RFFXSDQF\��WKH�MRLQW�YHQWXUH�ZLOO�OHDVH�
WKH�IDFLOLW\�IURP�WKH�7UXVW�SXUVXDQW�WR�D����\HDU��WULSOH�QHW�OHDVH�ZLWK�ILYH�����\HDU�UHQHZDO�RSWLRQV���&RQVWUXFWLRQ�RI�WKH�DSSUR[LPDWHO\�
�������VTXDUH�IRRW�KRVSLWDO��IRU�ZKLFK�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�RXUV�ZLOO�DFW�DV�SURMHFW�PDQDJHU�IRU�DQ�DJJUHJDWH�IHH�RI�
DSSUR[LPDWHO\�����������LV�H[SHFWHG�WR�EH�FRPSOHWHG�LQ�ODWH��������7KH�DSSUR[LPDWH�FRVW�RI�WKH�SURMHFW�LV�HVWLPDWHG�DW�������PLOOLRQ�
DQG�WKH�LQLWLDO�DQQXDO�UHQW�LV�HVWLPDWHG�DW�DSSUR[LPDWHO\������PLOOLRQ��

Other Related Party Transactions: 

,Q�'HFHPEHU��������RXU�%RDUG�RI�'LUHFWRUV�DSSURYHG�WKH�&RPSDQ\¶V�HQWHULQJ�LQWR�VXSSOHPHQWDO�OLIH�LQVXUDQFH�SODQV�DQG�
DJUHHPHQWV�RQ�WKH�OLYHV�RI�RXU�FKLHI�H[HFXWLYH�RIILFHU��³&(2´��DQG�KLV�ZLIH��$V�D�UHVXOW�RI�WKHVH�DJUHHPHQWV��DV�DPHQGHG�LQ�2FWREHU��
������EDVHG�RQ�DFWXDULDO�WDEOHV�DQG�RWKHU�DVVXPSWLRQV��GXULQJ�WKH�OLIH�H[SHFWDQFLHV�RI�WKH�LQVXUHGV��ZH�ZRXOG�SD\�DSSUR[LPDWHO\�����
PLOOLRQ�LQ�SUHPLXPV��DQG�FHUWDLQ�WUXVWV�RZQHG�E\�RXU�&(2��ZRXOG�SD\�DSSUR[LPDWHO\����PLOOLRQ�LQ�SUHPLXPV��%DVHG�RQ�WKH�SURMHFWHG�
SUHPLXPV�PHQWLRQHG�DERYH��DQG�DVVXPLQJ�WKH�SROLFLHV�UHPDLQ�LQ�HIIHFW�XQWLO�WKH�GHDWK�RI�WKH�LQVXUHGV��ZH�ZLOO�EH�HQWLWOHG�WR�UHFHLYH�
GHDWK�EHQHILW�SURFHHGV�RI�QR�OHVV�WKDQ�DSSUR[LPDWHO\�����PLOOLRQ�UHSUHVHQWLQJ�WKH�����PLOOLRQ�RI�DJJUHJDWH�SUHPLXPV�SDLG�E\�XV�DV�
ZHOO�DV�WKH����PLOOLRQ�RI�DJJUHJDWH�SUHPLXPV�SDLG�E\�WKH�WUXVWV��,Q�FRQQHFWLRQ�ZLWK�WKHVH�SROLFLHV��ZH�SDLG�DSSUR[LPDWHO\������PLOOLRQ��
QHW��LQ�SUHPLXP�SD\PHQWV�GXULQJ�HDFK�RI������DQG������DQG������PLOOLRQ�GXULQJ�������

,Q�$XJXVW��������0DUF�'��0LOOHU��RXU�3UHVLGHQW�DQG�PHPEHU�RI�RXU�%RDUG�RI�'LUHFWRUV��ZDV�DSSRLQWHG�WR�WKH�%RDUG�RI�'LUHFWRUV�
RI�3UHPLHU��,QF���³3UHPLHU´���D�KHDOWKFDUH�SHUIRUPDQFH�LPSURYHPHQW�DOOLDQFH���'XULQJ�������ZH�HQWHUHG�LQWR�D�QHZ�JURXS�SXUFKDVLQJ�
RUJDQL]DWLRQ�DJUHHPHQW��³*32´��ZLWK�3UHPLHU��,Q�FRQMXQFWLRQ�ZLWK�WKH�*32�DJUHHPHQW��ZH�DFTXLUHG�D�PLQRULW\�LQWHUHVW�LQ�3UHPLHU�IRU�
D�QRPLQDO�DPRXQW��'XULQJ�WKH�IRXUWK�TXDUWHU�RI�������LQ�FRQQHFWLRQ�ZLWK�WKH�FRPSOHWLRQ�RI�DQ�LQLWLDO�SXEOLF�RIIHULQJ�RI�WKH�VWRFN�RI�
3UHPLHU��ZH�UHFHLYHG�FDVK�SURFHHGV�IRU�WKH�VDOH�RI�D�SRUWLRQ�RI�RXU�RZQHUVKLS�LQWHUHVW�LQ�WKH�*32��$OVR�LQ�FRQQHFWLRQ�ZLWK�WKLV�*32�
DJUHHPHQW��ZH�UHFHLYHG�VKDUHV�RI�UHVWULFWHG�VWRFN�RI�3UHPLHU�ZKLFK�YHVW�UDWDEO\�RYHU�D�VHYHQ�\HDU�SHULRG�������WKURXJK��������
FRQWLQJHQW�XSRQ�RXU�FRQWLQXHG�SDUWLFLSDWLRQ�DQG�PLQRULW\�RZQHUVKLS�LQWHUHVW�LQ�WKH�*32���:H�KDYH�HOHFWHG�WR�UHWDLQ�D�SRUWLRQ�RI�WKH�
SUHYLRXVO\�YHVWHG�VKDUHV�RI�3UHPLHU��WKH�PDUNHW�YDOXH�RI�ZKLFK�LV�LQFOXGHG�LQ�RWKHU�DVVHWV�RQ�RXU�FRQVROLGDWHG�EDODQFH�VKHHW���%DVHG�
XSRQ�WKH�FORVLQJ�SULFH�RI�3UHPLHU¶V�VWRFN�RQ�HDFK�UHVSHFWLYH�GDWH��WKH�PDUNHW�YDOXH�RI�RXU�VKDUHV�RI�3UHPLHU�RQ�ZKLFK�WKH�UHVWULFWLRQV�
KDYH�ODSVHG�ZDV�����PLOOLRQ�DV�RI�'HFHPEHU����������DQG�����PLOOLRQ�DV�RI�'HFHPEHU������������7KH�����PLOOLRQ�LQFUHDVH�LQ�PDUNHW�
YDOXH�DW�'HFHPEHU�����������DV�FRPSDUHG�WR�'HFHPEHU�����������LV�WKH�UHVXOW�RI�����PLOOLRQ�RI�DGGLWLRQDO�YHVWHG�VKDUHV�DQG����PLOOLRQ�
RI�LQFUHDVHG�PDUNHW�YDOXH���,Q�FRQQHFWLRQ�ZLWK�RXU������DGRSWLRQ�RI�$68����������³5HFRJQLWLRQ�DQG�0HDVXUHPHQW�RI�)LQDQFLDO�
$VVHWV�DQG�)LQDQFLDO�/LDELOLWLHV´��VLQFH�RXU�YHVWHG�VKDUHV�RI�3UHPLHU�DUH�KHOG�IRU�LQYHVWPHQW�DQG�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH��WKH�
LQFUHDVH�LQ�PDUNHW�YDOXH�RI�WKHVH�VKDUHV�GXULQJ������DQG������ZDV�UHFRUGHG�DV�DQ�XQUHDOL]HG�JDLQ�DQG�LQFOXGHG�LQ�³2WKHU��LQFRPH��
H[SHQVH��QHW´�RQ�RXU�FRQGHQVHG�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH���3ULRU�WR�������FKDQJHV�LQ�WKH�PDUNHW�YDOXH�RI�RXU�YHVWHG�3UHPLHU�
VWRFN�ZHUH�UHFRUGHG�WR�RWKHU�FRPSUHKHQVLYH�LQFRPH�ORVV�RQ�RXU�FRQVROLGDWHG�EDODQFH�VKHHW��

$�PHPEHU�RI�RXU�%RDUG�RI�'LUHFWRUV�DQG�PHPEHU�RI�WKH�([HFXWLYH�&RPPLWWHH�DQG�)LQDQFH�&RPPLWWHH�LV�D�SDUWQHU�LQ�1RUWRQ�
5RVH�)XOEULJKW�86�//3��D�ODZ�ILUP�HQJDJHG�E\�XV�IRU�D�YDULHW\�RI�OHJDO�VHUYLFHV���7KH�%RDUG�PHPEHU�DQG�KLV�ODZ�ILUP�DOVR�SURYLGH�
SHUVRQDO�OHJDO�VHUYLFHV�WR�RXU�&(2�DQG�DFWV�DV�WUXVWHH�RI�FHUWDLQ�WUXVWV�IRU�WKH�EHQHILW�RI�RXU�&(2�DQG�KLV�IDPLO\���

����5(9(18(�5(&2*1,7,21�

,Q�0D\������DQG�0DUFK�������WKH�)$6%�LVVXHG�$68���������DQG�$68����������³5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV�
�7RSLF�����´�DQG�³5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV��3ULQFLSDO�YHUVXV�$JHQW�&RQVLGHUDWLRQV��5HSRUWLQJ�5HYHQXH�*URVV�YHUVXV�
1HW�´��UHVSHFWLYHO\��ZKLFK�SURYLGHV�JXLGDQFH�IRU�UHYHQXH�UHFRJQLWLRQ��7KH�VWDQGDUG¶V�FRUH�SULQFLSOH�LV�WKDW�D�FRPSDQ\�ZLOO�UHFRJQL]H�
UHYHQXH�ZKHQ�LW�WUDQVIHUV�SURPLVHG�JRRGV�RU�VHUYLFHV�WR�FXVWRPHUV�LQ�DQ�DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�WR�ZKLFK�WKH�FRPSDQ\�
H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WKRVH�JRRGV�RU�VHUYLFHV��8QGHU�WKH�QHZ�VWDQGDUGV��RXU�HVWLPDWH�IRU�DPRXQWV�QRW�H[SHFWHG�WR�EH�
FROOHFWHG�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH�ZLOO�FRQWLQXH�WR�EH�UHFRJQL]HG�DV�D�UHGXFWLRQ�WR�QHW�UHYHQXH��+RZHYHU��VXEVHTXHQW�FKDQJHV�LQ�
HVWLPDWH�RI�FROOHFWDELOLW\�GXH�WR�D�FKDQJH�LQ�WKH�ILQDQFLDO�VWDWXV�RI�D�SD\HU��IRU�H[DPSOH�D�EDQNUXSWF\��ZLOO�EH�UHFRJQL]HG�DV�EDG�GHEW�
H[SHQVH�LQ�RSHUDWLQJ�FKDUJHV��

7KH�SHUIRUPDQFH�REOLJDWLRQ�LV�VHSDUDWHO\�LGHQWLILDEOH�IURP�RWKHU�SURPLVHV�LQ�WKH�FXVWRPHU�FRQWUDFW��$V�WKH�SHUIRUPDQFH�
REOLJDWLRQV�DUH�PHW��L�H���URRP��ERDUG��DQFLOODU\�VHUYLFHV��OHYHO�RI�FDUH���UHYHQXH�LV�UHFRJQL]HG�EDVHG�XSRQ�DOORFDWHG�WUDQVDFWLRQ�SULFH� 
7KH�WUDQVDFWLRQ�SULFH�LV�DOORFDWHG�WR�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQV�EDVHG�XSRQ�WKH�UHODWLYH�VWDQGDORQH�VHOOLQJ�SULFH��,Q�LQVWDQFHV�
ZKHUH�ZH�GHWHUPLQH�WKHUH�DUH�PXOWLSOH�SHUIRUPDQFH�REOLJDWLRQV�DFURVV�PXOWLSOH�PRQWKV��WKH�WUDQVDFWLRQ�SULFH�ZLOO�EH�DOORFDWHG�E\�
DSSO\LQJ�DQ�HVWLPDWHG�LPSOLFLW�DQG�H[SOLFLW�UDWH�WR�JURVV�FKDUJHV�EDVHG�RQ�WKH�VHSDUDWH�SHUIRUPDQFH�REOLJDWLRQV.�

,Q�DVVHVVLQJ�FROOHFWDELOLW\��ZH�KDYH�HOHFWHG�WKH�SRUWIROLR�DSSURDFK���7KLV�SRUWIROLR�DSSURDFK�LV�EHLQJ�XVHG�DV�ZH�KDYH�ODUJH�
YROXPH�RI�VLPLODU�FRQWUDFWV�ZLWK�VLPLODU�FODVVHV�RI�FXVWRPHUV��:H�UHDVRQDEO\�H[SHFW�WKDW�WKH�HIIHFW�RI�DSSO\LQJ�D�SRUWIROLR�DSSURDFK�WR�



����

D�JURXS�RI�FRQWUDFWV�ZRXOG�QRW�GLIIHU�PDWHULDOO\�IURP�FRQVLGHULQJ�HDFK�FRQWUDFW�VHSDUDWHO\���0DQDJHPHQW¶V�MXGJPHQW�WR�JURXS�WKH�
FRQWUDFWV�E\�SRUWIROLR�LV�EDVHG�RQ�WKH�SD\PHQW�EHKDYLRU�H[SHFWHG�LQ�HDFK�SRUWIROLR�FDWHJRU\���$V�D�UHVXOW��DJJUHJDWLQJ�DOO�RI�WKH�
FRQWUDFWV��ZKLFK�DUH�DW�WKH�SDWLHQW�OHYHO��E\�WKH�SDUWLFXODU�SD\HU�RU�JURXS�RI�SD\HUV��ZLOO�UHVXOW�LQ�WKH�UHFRJQLWLRQ�RI�WKH�VDPH�DPRXQW�RI�
UHYHQXH�DV�DSSO\LQJ�WKH�DQDO\VLV�DW�WKH�LQGLYLGXDO�SDWLHQW�OHYHO��

:H�JURXS�RXU�UHYHQXHV�LQWR�FDWHJRULHV�EDVHG�RQ�SD\PHQW�EHKDYLRUV���(DFK�FRPSRQHQW�KDV�LWV�RZQ�UHLPEXUVHPHQW�VWUXFWXUH�
ZKLFK�DOORZV�XV�WR�GLVDJJUHJDWH�WKH�UHYHQXH�LQWR�FDWHJRULHV�WKDW�VKDUH�WKH�QDWXUH�DQG�WLPLQJ�RI�SD\PHQWV���7KH�RWKHU�SDWLHQW�UHYHQXH�
FRQVLVWV�SULPDULO\�RI�VHOI�SD\��JRYHUQPHQW�IXQGHG�QRQ�0HGLFDLG��DQG�RWKHU��

7KH�IROORZLQJ�WDEOH�GLVDJJUHJDWHV�RXU�UHYHQXH�E\�PDMRU�VRXUFH�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����������������DQG�������LQ�
WKRXVDQGV���
�
�� )RU�WKH�\HDU�HQGHG�'HFHPEHU���������� ��

�� $FXWH�&DUH� �� �� %HKDYLRUDO�+HDOWK� �� �� 2WKHU� �� �� 7RWDO� ��
0HGLFDUH� �� ���������� � ����� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�0HGLFDUH� �� �������� � ����� � �������� � ���� � �� ���� �� ���������� � ��
0HGLFDLG� �� �������� � ���� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�0HGLFDLG� �� �������� � ���� � ���������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�&DUH��+02�DQG�332V�� �� ���������� � ����� � ���������� � ����� � �� ���� �� ���������� � ���
8.�5HYHQXH� �� �� � ���� � �������� � ����� � �� ���� �� �������� � ��
2WKHU�SDWLHQW�UHYHQXH�DQG�DGMXVWPHQWV��QHW� �� �������� � ���� � �������� � ����� � �� ���� �� �������� � ��
2WKHU�QRQ�SDWLHQW�UHYHQXH� �� �������� � ���� � �������� � ���� � ���������� �� �������� � ��
7RWDO�1HW�5HYHQXH� �� ���������� � ������ � ���������� � ������ � ���������� �� ����������� � ����
�� �� �� � � �� �� �� � �� � � �� �� �� � �� ���� �� �� � � �� ��
�� )RU�WKH�\HDU�HQGHG�'HFHPEHU���������� ��

�� $FXWH�&DUH� �� �� %HKDYLRUDO�+HDOWK� �� �� 2WKHU� �� �� 7RWDO� ��
0HGLFDUH� �� ���������� � ����� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�0HGLFDUH� �� �������� � ����� � �������� � ���� � �� ���� �� �������� � ��
0HGLFDLG� �� �������� � ���� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�0HGLFDLG� �� �������� � ����� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�&DUH��+02�DQG�332V�� �� ���������� � ����� � ���������� � ����� � �� ���� �� ���������� � ���
8.�5HYHQXH� �� �� � ���� � �������� � ����� � �� ���� �� �������� � ��
2WKHU�SDWLHQW�UHYHQXH�DQG�DGMXVWPHQWV��QHW� �� �������� � ���� � �������� � ����� � �� ���� �� �������� � ��
2WKHU�QRQ�SDWLHQW�UHYHQXH� �� �������� � ���� � �������� � ���� � ����������� �� �������� � ��
7RWDO�1HW�5HYHQXH� �� ���������� � ������ � ���������� � ������ � ����������� �� ����������� � ����
�� �� �� � � �� �� �� � �� � � �� �� �� � �� ���� �� �� � � �� ��
�� )RU�WKH�\HDU�HQGHG�'HFHPEHU���������� ��

�� $FXWH�&DUH� �� �� %HKDYLRUDO�+HDOWK� �� �� 2WKHU� �� �� 7RWDO� ��
0HGLFDUH� �� ���������� � ����� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�0HGLFDUH� �� �������� � ����� � �������� � ���� � �� ���� �� �������� � ��
0HGLFDLG� �� �������� � ���� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�0HGLFDLG� �� �������� � ���� � �������� � ����� � �� ���� �� ���������� � ���
0DQDJHG�&DUH��+02�DQG�332V�� �� ���������� � ����� � ���������� � ����� � �� ���� �� ���������� � ���
8.�5HYHQXH� �� �� � ���� � �������� � ���� � �� ���� �� �������� � ��
2WKHU�SDWLHQW�UHYHQXH�DQG�DGMXVWPHQWV��QHW� �� �������� � ���� � �������� � ����� � �� ���� �� �������� � ��
2WKHU�QRQ�SDWLHQW�UHYHQXH� �� �������� � ���� � �������� � ���� � ����������� �� �������� � ��
7RWDO�1HW�5HYHQXH� �� ���������� � ������ � ���������� � ������ � ����������� �� ����������� � ����

����3(16,21�3/$1�

:H�PDLQWDLQ�FRQWULEXWRU\�DQG�QRQ�FRQWULEXWRU\�UHWLUHPHQW�SODQV�IRU�HOLJLEOH�HPSOR\HHV��2XU�FRQWULEXWLRQV�WR�WKH�FRQWULEXWRU\�
SODQ�DPRXQWHG�WR�������PLOOLRQ��������PLOOLRQ�DQG�������PLOOLRQ�LQ������������DQG�������UHVSHFWLYHO\��7KH�QRQ�FRQWULEXWRU\�SODQ�LV�D�
GHILQHG�EHQHILW�SHQVLRQ�SODQ�ZKLFK�FRYHUV�HPSOR\HHV�RI�RQH�RI�RXU�VXEVLGLDULHV��7KH�EHQHILWV�DUH�EDVHG�RQ�\HDUV�RI�VHUYLFH�DQG�WKH�
HPSOR\HH¶V�KLJKHVW�FRPSHQVDWLRQ�IRU�DQ\�ILYH�\HDUV�RI�HPSOR\PHQW��2XU�IXQGLQJ�SROLF\�LV�WR�FRQWULEXWH�DQQXDOO\�DW�OHDVW�WKH�PLQLPXP�
DPRXQW�WKDW�VKRXOG�EH�IXQGHG�LQ�DFFRUGDQFH�ZLWK�WKH�SURYLVLRQV�RI�(5,6$��

)RU�GHILQHG�EHQHILW�SHQVLRQ�SODQV��WKH�EHQHILW�REOLJDWLRQ�LV�WKH�³SURMHFWHG�EHQHILW�REOLJDWLRQ´��WKH�DFWXDULDO�SUHVHQW�YDOXH��DV�RI�
'HFHPEHU����PHDVXUHPHQW�GDWH��RI�DOO�EHQHILWV�DWWULEXWHG�E\�WKH�SHQVLRQ�EHQHILW�IRUPXOD�WR�HPSOR\HH�VHUYLFH�UHQGHUHG�WR�WKDW�GDWH���
7KH�DPRXQW�RI�EHQHILW�WR�EH�SDLG�GHSHQGV�RQ�D�QXPEHU�RI�IXWXUH�HYHQWV�LQFRUSRUDWHG�LQWR�WKH�SHQVLRQ�EHQHILW�IRUPXOD��LQFOXGLQJ�
HVWLPDWHV�RI�WKH�DYHUDJH�OLIH�RI�HPSOR\HHV�VXUYLYRUV�DQG�DYHUDJH�\HDUV�RI�VHUYLFH�UHQGHUHG���,W�LV�PHDVXUHG�EDVHG�RQ�DVVXPSWLRQV�
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SHQVLRQ�SODQ�DV�RI�'HFHPEHU����������DQG�������
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EHQHILW�REOLJDWLRQ�IRU�RXU�SODQ�ZDV��������PLOOLRQ�DQG��������PLOOLRQ�DV�RI�'HFHPEHU����������DQG�������UHVSHFWLYHO\��$V�RI�
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,Q�DFFRUGDQFH�ZLWK�WKH�LQYHVWPHQW�SROLF\��WKH�SRUWIROLR�ZLOO�LQYHVW�LQ�KLJK�TXDOLW\��ODUJH�DQG�VPDOO�FDSLWDOL]DWLRQ�FRPSDQLHV�
WUDGHG�RQ�QDWLRQDO�H[FKDQJHV��DQG�LQYHVWPHQW�JUDGH�VHFXULWLHV��7KH�LQYHVWPHQW�PDQDJHUV�ZLOO�QRW�ZULWH�RU�EX\�RSWLRQV�IRU�VSHFXODWLYH�
SXUSRVHV��VHFXULWLHV�PD\�QRW�EH�PDUJLQHG�RU�VROG�VKRUW��7KH�PDQDJHU�PD\�HPSOR\�IXWXUHV�RU�RSWLRQV�IRU�WKH�SXUSRVH�RI�KHGJLQJ�
H[SRVXUH��DQG�ZLOO�QRW�SXUFKDVH�XQUHJLVWHUHG�VHFWRUV��SULYDWH�SODFHPHQWV��SDUWQHUVKLSV�RU�FRPPRGLWLHV��

����6(*0(17�5(3257,1*�

2XU�UHSRUWDEOH�RSHUDWLQJ�VHJPHQWV�FRQVLVW�RI�DFXWH�FDUH�KRVSLWDO�VHUYLFHV�DQG�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV��7KH�³2WKHU´�
VHJPHQW�FROXPQ�EHORZ�LQFOXGHV�FHQWUDOL]HG�VHUYLFHV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��LQIRUPDWLRQ�WHFKQRORJ\��SXUFKDVLQJ��UHLPEXUVHPHQW��
DFFRXQWLQJ�DQG�ILQDQFH��WD[DWLRQ��OHJDO��DGYHUWLVLQJ�DQG�GHVLJQ�DQG�FRQVWUXFWLRQ��7KH�FKLHI�RSHUDWLQJ�GHFLVLRQ�PDNLQJ�JURXS�IRU�RXU�
DFXWH�FDUH�VHUYLFHV�DQG�EHKDYLRUDO�KHDOWK�FDUH�VHUYLFHV�LV�FRPSULVHG�RI�RXU�&KLHI�([HFXWLYH�2IILFHU��WKH�3UHVLGHQW�DQG�WKH�3UHVLGHQWV�RI�
HDFK�RSHUDWLQJ�VHJPHQW��7KH�3UHVLGHQWV�IRU�HDFK�RSHUDWLQJ�VHJPHQW�DOVR�PDQDJH�WKH�SURILWDELOLW\�RI�HDFK�UHVSHFWLYH�VHJPHQW¶V�YDULRXV�
IDFLOLWLHV��7KH�RSHUDWLQJ�VHJPHQWV�DUH�PDQDJHG�VHSDUDWHO\�EHFDXVH�HDFK�RSHUDWLQJ�VHJPHQW�UHSUHVHQWV�D�EXVLQHVV�XQLW�WKDW�RIIHUV�
GLIIHUHQW�W\SHV�RI�KHDOWKFDUH�VHUYLFHV�RU�RSHUDWHV�LQ�GLIIHUHQW�KHDOWKFDUH�HQYLURQPHQWV��7KH�DFFRXQWLQJ�SROLFLHV�RI�WKH�RSHUDWLQJ�
VHJPHQWV�DUH�WKH�VDPH�DV�WKRVH�GHVFULEHG�LQ�WKH�VXPPDU\�RI�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�LQFOXGHG�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP�
���.�IRU�WKH�\HDU�HQGHG�'HFHPEHU�����������7KH�FRUSRUDWH�RYHUKHDG�DOORFDWLRQV��DV�UHIOHFWHG�EHORZ��DUH�XWLOL]HG�IRU�LQWHUQDO�UHSRUWLQJ�
SXUSRVHV�DQG�DUH�FRPSULVHG�RI�HDFK�SHULRG¶V�SURMHFWHG�FRUSRUDWH�OHYHO�RSHUDWLQJ�H[SHQVHV��H[FOXGLQJ�LQWHUHVW�H[SHQVH���7KH�RYHUKHDG�
H[SHQVHV�DUH�FDSWXUHG�DQG�DOORFDWHG�GLUHFWO\�WR�HDFK�VHJPHQW��WR�WKH�H[WHQW�SRVVLEOH��EDVHG�XSRQ�HDFK�VHJPHQW¶V�UHVSHFWLYH�SHUFHQWDJH�
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$OORFDWLRQ�RI�FRUSRUDWH�RYHUKHDG� � � ��������� � � ��������� ���� ������������� ��
,QFRPH��ORVV��DIWHU�DOORFDWLRQ�RI�FRUSRUDWH�RYHUKHDG�DQG�
���EHIRUH�LQFRPH�WD[HV� � � �������� � � �������� ���� �������������� ����������
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SHULRGV��7KH�IROORZLQJ�WDEOHV�VXPPDUL]H�WKH�TXDUWHUO\�ILQDQFLDO�GDWD�IRU�WKH�WZR�\HDUV�HQGHG�'HFHPEHU����������DQG�������
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/HVV��1HW�LQFRPH�DWWULEXWDEOH�WR�QRQFRQWUROOLQJ�LQWHUHVWV� � � ������ � � ������ � � ������������ ������ � � �������
1HW�LQFRPH�DWWULEXWDEOH�WR�8+6� � � �������� � � �������� � � ������������� �������� � � ��������
(DUQLQJV�SHU�VKDUH�DWWULEXWDEOH�WR�8+6�%DVLF�� � � � � � � � � ������� � � � �

7RWDO�EDVLF�HDUQLQJV�SHU�VKDUH� � � ����� � � ����� � � ����������� ����� � � �����
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7KH������TXDUWHUO\�ILQDQFLDO�GDWD�SUHVHQWHG�DERYH�LQFOXGHV�WKH�IROORZLQJ��

First Quarter: 

x� D�IDYRUDEOH�DIWHU�WD[�LPSDFW�RI�������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�
$68����������³&RPSHQVDWLRQ�±�6WRFN�&RPSHQVDWLRQ��7RSLF�������,PSURYHPHQWV�WR�(PSOR\HH�6KDUH�%DVHG�3D\PHQW�
$FFRXQWLQJ´��³$68��������´���

Second Quarter: 

x� DQ�XQIDYRUDEOH�������PLOOLRQ�SUH�WD[�LPSDFW�������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��LQFUHDVH�LQ�WKH�UHVHUYH�
HVWDEOLVKHG�LQ�FRQQHFWLRQ�ZLWK�WKH�GLVFXVVLRQV�ZLWK�WKH�'HSDUWPHQW�RI�-XVWLFH�UHODWHG�WR�WKH�FLYLO�DVSHFWV�RI�WKH�
JRYHUQPHQW¶V�LQYHVWLJDWLRQ�RI�FHUWDLQ�RI�RXU�EHKDYLRUDO�KHDOWK�FDUH�IDFLOLWLHV��³�'2-�5HVHUYH´���

x� D�IDYRUDEOH�DIWHU�WD[�LPSDFW�RI�����������RU������SHU�GLOXWHG�VKDUH��UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�$68�
���������
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Third Quarter: 

x� DQ�XQIDYRUDEOH������PLOOLRQ�DIWHU�WD[�LPSDFW��RU������SHU�GLOXWHG�VKDUH�UHFRUGHG�WR�SURYLGH�LQFRPH�WD[HV�RQ�WKH�SRUWLRQ�RI�
WKH�'2-�UHVHUYH�WKDW�LV�GHHPHG�QRQ�GHGXFWLEOH��

x� DQ�XQIDYRUDEOH�������PLOOLRQ�SUH�WD[�LPSDFW��������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��UHFRUGHG�LQ�FRQQHFWLRQ�
ZLWK�SURYLVLRQ�IRU�DVVHW�LPSDLUPHQW��

x� D�IDYRUDEOH�DIWHU�WD[�LPSDFW�RI������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�$68�
���������
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7KH������TXDUWHUO\�ILQDQFLDO�GDWD�SUHVHQWHG�DERYH�LQFOXGHV�WKH�IROORZLQJ��

First Quarter: 

x� DQ�XQIDYRUDEOH�������PLOOLRQ�SUH�WD[�LPSDFW�������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��LQFUHDVH�LQ�'2-�
5HVHUYH��

x� D�IDYRUDEOH�DIWHU�WD[�LPSDFW�RI������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��UHVXOWLQJ�IURP�RXU�-DQXDU\���������DGRSWLRQ�RI�$68�
����������

Second Quarter: 

x� DQ�XQIDYRUDEOH������PLOOLRQ�SUH�WD[�LPSDFW�������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��LQFUHDVH�LQ�WKH�'2-�
5HVHUYH��

Third Quarter: 

x� DQ�XQIDYRUDEOH�������PLOOLRQ�SUH�WD[�LPSDFW��������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��LQFUHDVH�LQ�WKH�'2-�
5HVHUYH��

Fourth Quarter: 

x� DQ�XQIDYRUDEOH�������PLOOLRQ�SUH�WD[�LPSDFW��������PLOOLRQ��RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��LQFUHDVH�LQ�WKH�'2-�
5HVHUYH��

x� DQ�XQIDYRUDEOH�������PLOOLRQ�SUH�WD[�LPSDFW��������PLOOLRQ���RU������SHU�GLOXWHG�VKDUH��QHW�RI�WD[HV��UHFRUGHG�LQ�FRQQHFWLRQ�
ZLWK�SURYLVLRQ�IRU�LQWDQJLEOH�DVVHW�LPSDLUPHQW��
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