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Strategic Report
Foreword by the Chair of the Board of Directors
The past 12 months have seen the University facing a continuing challenging and
changing environment, but it has been a year in which much good progress has been
made to position the University, as we celebrate our 10th anniversary in 2017/18, to look
forward to the future with confidence.
This year has seen our new Vice Chancellor, Professor Julie Mennell, take up post and
lead this work to position the University to meet the challenges and opportunities that lie
ahead.
We have, following extensive internal and external stakeholder engagement, approved a
new Strategic Plan in which people, place and partnerships lie at the heart of who and
what we are. We have approved a new annual operating plan which will enable us to
translate our strategy into reality.
We have continued to invest in our physical and virtual infrastructure to support the
student experience, with the completion of the new teaching facilities at our Lancaster
campus. The Sentamu Building, named after our Chancellor, Archbishop Dr John
Sentamu, and part funded via the Lancashire Local Enterprise Partnership, provides high
quality student learning and social space.
We have completed our preparations to apply for Research Degree Awarding powers and
submitted our application in April 2017. The Quality Assurance Agency confirmed our
application had been accepted and that the scrutiny process would commence in
September 2017.
Our commitment to supporting the future employment of our students remains a key
priority and we have been rewarded again this year with our results continuing to
maintain a high place in the sector.
The year has, however, not been without its issues and student recruitment in a very
competitive market place has again proved a challenge with the consequent pressure it
places on income. In response, the Vice Chancellor led the development of the new
Strategic Plan to position the University to grow income while managing costs firmly,
alongside leading a major change programme to ensure the shape and size of the
organisation supports the delivery of the new Strategic Plan and is financially
sustainable.
This report sets out these achievements, and the progress we have made to deliver our
plans and objectives for 2016/17.
The year has been challenging, but has positioned us for the future. I would like to
record my thanks to Professor Julie Mennell and the Senior Leadership Team for their
leadership and the staff of the University for all they have achieved over the past 12
months.
The University, as it enters its 10th anniversary, has much of which to be proud. There is
much more to do, but the University Board and I are confident that we have strong
foundations in place and that in Professor Julie Mennell and her Senior Leadership Team,
we have the right people to lead the institution in the next stage of its development.
Euan Cartwright, Chair of the Board of Directors
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Introduction by the Vice Chancellor
As I come to the close of my first year as the University’s Vice Chancellor, I am pleased
with the progress we have made. In particular, it was hugely satisfying to see so many
of our students receive their awards at our graduation ceremonies and to share in their
successes, including those students recognised in the national Nursing Times awards,
and the regional Royal Television Society awards. The journey of these students,
realising their potential, and now as alumni starting the next part of life’s adventure, is
always a timely reminder of how the University has as impact on many individual lives.
As well as celebrating much success, this year has been about preparing for the future.
The University has developed a new Strategic Plan following extensive consultation with
partners and stakeholders, and a focus on understanding what is needed from the
University over the coming years. As a significant and sought after institution for
Cumbria and North Lancashire, our mission is to work in partnerships to develop our
region’s talent and capabilities and attract new talent into our region to study and work
and live. We are seeking to raise aspirations and educational attainment and contribute
to the social, cultural and economic well-being and prosperity of our communities. We
will be recognised as a catalyst for individual and regional prosperity and pride with
national and international relevance, reach and impact.
Our strategic focus emphasises our significant role in enriching people through place,
positioning us as a thriving, leading player in professional Higher Education and Further
Education, and meeting the demands of an ever-evolving workforce, skills gaps and
emerging markets.
The future of our University is powered by our three greatest assets: our places; our
people; and our partnerships.
We are one institution with many different locations; this is one of our greatest
strengths, giving us a deep connection to our communities, industries, the landscape and
the environment. It enables us to enrich our teaching, the learning and the lives of
students and enhance our academic offer with links to world class employers and
partners. A great example of this was our involvement in the successful submission for
the Lake District to be recognised as a UNESCO World Heritage site.
We are in the business of possibility, improving everyone’s experiences; empowering
staff and students to succeed. We aim to enhance our portfolio to offer students more
choice, and develop their talent and skills. We want to empower staff and students to
succeed – bringing new thinking, skills, and opportunities.
Finally we want to forge and deepen our connections, with industries, health and
education partners and beyond to fill specific regional skills gaps. We will build
partnerships that equip all of our students with the ability to thrive wherever in the world
they choose to live.
August 2017 was the start of our 10th anniversary year as a University; an opportunity
for us to reflect on all that we have achieved, and for students, staff and the wider
region to join in the celebratory events, build on the achievements of the last decade
and look towards a successful future.
Professor Julie Mennell, Vice Chancellor
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About the University
As a significant and sought after institution for Cumbria and North Lancashire, the
University’s mission is to work in partnerships to develop our region’s talent and
capabilities and attract new talent into our region to study and work and live. We raise
aspirations and educational attainment and contribute to the social, cultural and
economic wellbeing and prosperity of our communities.
The University has a student population of 10,000 students, and over 900 staff. The
University’s student income is largely made up of undergraduate students, with about
50% from those studying a broad range of general Higher Education programmes. About
30% is from students studying for allied health profession qualifications and 20% from
undergraduate or postgraduate level to become qualified teachers.
Due to our role as one of the largest providers of teacher training in the UK, there is a
high chance you will meet a University of Cumbria-trained teacher if you walk into a
school in North Lancashire or Cumbria; in East London the percentage can be up to 70%
due to our specialist teacher training campus based there. Similarly, at regional hospitals
or health care providers, University of Cumbria-trained nurses, midwives, occupational
therapists, physiotherapists and radiographers are filling essential roles.
The University of Cumbria was formed in 2007 by the merger of St Martin’s College,
Cumbria Institute of the Arts and University of Central Lancashire’s Cumbria sites,
operating from campuses spread across Cumbria and North Lancashire. We may be a
relatively new university, but we are steeped in rich history dating right the way back to
1822 with the foundation of the Carlisle based Society for the Encouragement of Fine
Arts, and the work of educator and reformer, Charlotte Mason, leading to her House of
Education, established in 1891 in Ambleside.
The University operates from four main campuses, plus a small campus location in
London and from dedicated Higher Education facilities in Furness and West Cumbria.
There are two main campuses in Carlisle: Fusehill Street with general HE provision,
including teacher education, allied health professions and a range of programmes
including sciences, policing, psychology, and law programmes, and Brampton Road, our
specialist arts campus.
Our Lancaster campus is home to teacher education, allied health professions, sport and
business. Ambleside is a small, specialist campus in the heart of the Lake District
National Park and is the home of outdoor education, conservation sciences, forestry, and
international postgraduate business programmes. Finally, we operate a small, specialist
teacher education campus close to Canary Wharf in East India Dock Road, London.
Our campuses also house our special interest and research institutes, including the
newly launched Centre for National Parks and Protected Areas - an international and
national centre of excellence for the transdisciplinary study of national park and
protected area management – developing sustainable solutions to global challenges.
The University of Cumbria is the only university in the world with a campus based within
a national park. Set in the heart of the Lake District, now with UNESCO World Heritage
status and within Lake District National Park, our Ambleside campus is therefore in a
unique position to be home to the Centre for National Parks and Protected Areas.
This new research centre builds on fourteen years of research experience with the Centre
for Wildlife Conservation (CWC), conducting world class research on wildlife conservation
around the globe, primarily focusing on conservation and animal behaviour/management
issues, and more recently with a greater emphasis on transdisciplinary, holistic
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approaches to conservation and protected area management, including issues such as
climate change, sustainable development and food security.
The University’s research community has grown in size and stature. The outcome of the
most recent Research Excellence Framework (REF) showed that, overall, 81% of our
research was considered to be of a standard recognised internationally or higher,
including 94% recognition at this level for the Allied Health Professions submission. The
Centre for National Parks and Protected Areas joins our other institutes and seven
centres:
Cumbrian Centre for Health Technologies, that focuses on technology adoption and
technology translation models for digital technologies in health and social care.
The Centre for Regional Economic Development, a multidisciplinary research centre,
undertaking research and analysis of contemporary issues affecting local and regional
economies in the north of England, and in international research collaborations.
The Institute for Leadership and Sustainability, is a global hub of inquiry, teaching
and dialogue delivering research and education to help enable the transition to more fair
and sustainable societies
The Learning, Education and Development research centre is focussed on supporting
education practitioners from early years though to higher education, to develop
research-informed practice and on publishing high-quality research that has impact on
policy and practice.
The National School of Forestry has over 50 years of experience with a strong
reputation for producing award-winning, professional graduates who now occupy some
of the most senior positions in the forestry and woodland sector.
The well-established Health and Social Care Evaluations facility provides evaluations
for a range of organisations and agencies delivering health and social care with a team of
researchers with extensive professional experience in fields including nursing, social
work, occupational therapy, sport and physical activity, and community development.
The Project Academy is a collaboration between the University of Cumbria and
Sellafield to help facilitate training and development of project management skills in the
nuclear industry. The education and training covers higher education from Level 4 to
Level 8, and provides a full range of CPD and professional qualifications including APM
PMQ, APM PFQ, Risk Level 1 & 2 plus many more.

6

Strategic Review
The University is subject to the regulatory framework operated by the Higher Education
Funding Council for England, and as a provider of teacher and allied health care
professional training is also subject to the frameworks operated by OFSTED and Mott
McDonald. For our students to continue to achieve, our teaching and learning must be of
the highest quality. The University has the highest level of approval from the Quality
Assurance Agency for Higher Education; it is rated as “good” by OFSTED for its teacher
training with some London provision assessed as “outstanding”; our health programmes
are rated as “good” (the highest category) by the Nursing and Midwifery Council, and the
most recent Mott MacDonald inspection positively endorsed our provision.
The University operates within a competitive environment, competing with other
education providers to attract students, including with other universities. It is also
subject to demand from employers for graduates and trainees which impacts upon the
availability of placement training facilities and employment post-graduation. The
University is subject to national changes in policy in relation to higher and other
education, including the cap on tuition fees for UK students.
This environment provides significant challenges in terms of recruitment, and 2016/17
saw a drop in applications and acceptances. The University responded with the
development of new programmes, specifically in relation to the emerging apprenticeship
agenda; growing our postgraduate provision; building on our work in paramedic
qualifications; and also partnership arrangements with Sellafield. We have been
successful nationally, to work with Higher and Further Education partners in the
development of the new degree apprenticeships for police constables and in nursing. The
first students on our apprenticeships in the business and health areas started with us
this autumn.
During the year, the University reviewed its operating model, and made significant
changes to both its size and shape to deliver our longer term requirements. The
University operated a voluntary severance scheme, incurring costs of £2.9m, and
achieving a reduction in the cost base of the University of £4.0m. As a result of this the
University’s financial performance reduced in year, and we are reporting a loss of £4.4m
in our accounts. These changes will lead to an improvement in the operating results in
2017/18.
The year saw the completion of significant developments on our campuses. The two
largest capital schemes included the second phase of our new STEM laboratories on our
Carlisle campus, and a new 2,500 m2 teaching block on our Lancaster campus, and
completion of new student accommodation at our Ambleside campus. Both were
supported by the Local Enterprise Partnerships, and were in addition to smaller capital
schemes including IT, and equipment replacement.
These schemes were financed from cash reserves, that have been built up in previous
years, and as a result of this expenditure and the costs of the change programme, cash
at the end of the year reduced to £13.1m.
During 2017/18 we will be reviewing our future estates strategy and plans in the light of
our new Strategic Plan and developments in our portfolio.
In terms of outcomes, over 3,700 students achieved awards during 2016/17. The
University’s students continue to be sought after in the workplace, with well over nine
out of ten students in employment or further study within three months of qualifying.
Graduate-level employment has also improved to 72%, above the sector average.
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Results in the National Student Survey remain an area for focus, and the results this
year of 75% of students being satisfied or very satisfied were disappointing. As part of
our Annual Operating plan for 2017/18 there is specific focus on improving these results,
with a newly appointed Deputy Vice Chancellor providing focus for this area over the
coming year, supported by the new post of Dean for Student Success.
We are seeking to raise aspirations and educational attainment and contribute to the
social, cultural and economic wellbeing and prosperity of our communities. In total, the
University has also spent over £3.3 million on its activities to widen participation in
higher education from groups that are under-represented or struggle to access higher
education. Of this, over £700,000 was spent giving direct financial support to individual
students. The statistical evidence shows that:
x
x
x
x

The University recruits over 97% of its young, full-time undergraduate students
from state schools or colleges.
Since formation in 2007, the University has seen an overall increase in the
proportion of young, full-time undergraduate entrants from low-participating
neighbourhoods.
The University continues to improve its performance in relation to ethnicity.
The proportion of full-time undergraduate students who have been previously
been looked after/in care has continued to increase.

In terms of performance against targets, the most recent monitoring shows that the
University of Cumbria is making a very positive and significant contribution to this sector
performance and is meeting or exceeding the majority of its benchmarks and internal
targets.
Alongside much of the sector, the University has seen a negative impact on part-time
recruitment following the introduction of part-time tuition fees, and that this has
adversely impacted mature students. The University is seeking to reverse this trend,
through proactively developing additional support for this group of students. The
University is also reviewing and developing the offer for those looking for opportunities
to study whilst working including through routes of continuing professional development
and apprenticeships.
The uncertainties and changes in the operating environment remain a key concern and
the University continues to develop plans that respond to a number of different
scenarios. The key risks and uncertainties that we are focusing on relate to the very
competitive external environment, and the risk to student recruitment. The impact that
this has upon our financial position is actively managed as we seek to ensure that our
outcomes, in particular satisfaction, improve for all students.
Looking to the future, during 2016/17 the University has reviewed both its past
performance and the operating environment, and developed a new Strategic Plan.
Over the next three-year period, we will focus on:
x
x
x
x

Capitalising on place, extending our learner base and enhancing our portfolio.
Students and graduate success.
Equipping and enabling staff.
Sustainability and success.

Some of the key strands of this include: reviewing our portfolio, building on the key
emerging academic opportunities aligned to STEM, Business and Professional Services,
Visitor and Rural Economy and Arts and Culture; developing strategies for both
Ambleside and London; continuing our development in the apprenticeship arena; and
selective growth in international student numbers and collaboration.
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Financial Review
The 2016/17 year presented a number of financial challenges due to reduced student
recruitment and enrolment. Largely as a result of successive years of lower recruitment,
the University’s overall income decreased by £2.7m (4%) compared to 2015/16. Much of
this fall had been anticipated and was addressed in the budget but the extent of the
decrease, and the impact on future years, and the need to position the University for the
future led to a review of the University’s cost base including a change programme
focused on improving efficiency and managing activities within available resources. This
programme, which helped achieve over £4m of recurrent staffing savings, leaves the
University well placed to deliver its strategic plan and is designed to enable significantly
improved financial performance in future years. In the short-term, the University expects
income in 2017/18 to be at a similar level to that reported in 2016/17 before increasing
in 2018/19 and 2019/20.
Whilst the University has reported a deficit of £4.4m, this is stated after accounting for a
range of one-off costs and accounting adjustments. These included £2.9m of expenditure
on the fundamental restructuring associated with organisational change, £2.6m of costs
relating to the actuarial valuation of the Local Government Pension Scheme and £3.5m
of depreciation and asset impairments. The underlying position, as reflected by the
University’s Earnings before Interest, Taxation, Depreciation and Amortisation (EBITDA)
measure was £1.2m or £4.1m excluding fundamental restructuring costs. This reflects a
£1.9m reduction compared to 2015/16 but also indicates the effectiveness of the
immediate response to the fall in income experienced by the University in year.
As well as a clear focus on managing operational costs and reshaping the organisation
for the longer term, the University continued to invest in its estate and infrastructure.
£13m was spent on capital works including the completion of the Sentamu Building at
the Lancaster Campus, STEM labs at the Fusehill Street Campus and student
accommodation at the Ambleside Campus. This investment was mostly funded out of the
University’s cash reserves which, as a result, together with the restructuring costs, have
reduced by £11m compared to 2016/17. At £13.1m, the cash balance provides sufficient
working capital and the capacity to complete further small capital works.
The fixed asset balance in the financial statements was further increased following a full
estates valuation that took place as at 31 July 2017. This identified significant gains in
the value of land in particular and increases in the value of a range of buildings reflecting
their current use and condition. Overall, the net increase in the value of land and
buildings was £40.4m, a gain that improves the strength of the University’s balance
sheet and its asset to liabilities ratios.
The University’s largest liability remains the Local Government Pension Scheme deficit.
This reduced by £1.5m to £41.4m during the year as a result of the annual actuarial
valuation for accounting purposes. The University continues to make additional
contributions designed to clear the underlying deficit over a period of 16 years and, from
April 2017, employer contributions for current service increased from 11.3% to 14%
recognising changes in the profile of the workforce, demographic and financial
assumptions.
The University’s financial position remains stable as reflected by its balance sheet. Its
borrowing level reduced compared to the prior year as have its other current and longterm liabilities, excluding the capital grants received towards the investment projects.
The University’s financial strategy is focused on further improving the financial position
of the University, improving income levels, and net cash generated in order that further
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Directors’ and Corporate Governance Report
The Corporate Governance report and statement on internal control covers the period
from 1 August 2016 to 31 July 2017, and up to the date of approval of the audited
financial statements.
Governance
The following section explains how the composition and organisation of the University’s
governance structures supports the achievement of the University’s objectives.
Background
The University is a company limited by guarantee and is an exempt charity under the
terms of Charities Act 2011. The University’s structure of governance is as laid out in its
revised Articles of Association, as approved by the Privy Council implemented on 3 March
2016. The Articles of Association, require the University to have a Board of Directors and
an Academic Board, each with clearly defined functions and responsibilities, to oversee
and manage its activities and to support the achievement of its objectives.
The University is committed to exhibiting best practice in all aspects of corporate
governance. Its Board of Directors acts in accordance with the seven principles identified
by the Committee on Standards in Public Life (selflessness, integrity, objectivity,
accountability, openness, honesty and leadership) and with the guidance to institutions
of higher education which has been provided by the Committee of University Chairmen in
its Guide for Members of Governing Bodies of Universities and Colleges in England,
Wales and Northern Ireland.
The University has adopted the CUC Governance Code of Practice and has also adopted a
statement of primary responsibilities which is publicised on the University’s web pages at
https://www.cumbria.ac.uk/media/university-of-cumbria-website/contentassets/public/vco/documents/legal/Statement-of-Primary-Responsibilities.pdf
The University Board of Directors, which meets at least six times each year, is the
University’s governing body. It is responsible for approving the corporate strategy and
associated plans and budgets, monitoring the performance of the University and its
executive, determining major business decisions and policies and is responsible for the
overall framework of governance and management. It is specifically required to
determine the educational character and mission of the University and to set its strategic
direction. The responsibilities of the Board of Directors are set out in detail on page 21.
The University’s Board of Directors comprises persons who are appointed in accordance
with its Articles of Association. During 2016/17 the Chair was Mr Euan Cartwright and
the Vice Chair was Dr Stephen Curl. The membership includes the Vice Chancellor, a
student director, who is the President of the Students’ Union or equivalent and, via open
elections, a staff director. A full list of members is at page 14.
In considering the composition of the University Board, its Nominations Committee takes
account of a skills audit and requirements and the need to ensure an appropriate balance
and mix of skills, expertise and experience as well as the diversity of the Board and its
subcommittees. The Board currently has a good gender balance, but the age profile and
ethnicity is less diverse.
Subject to the overall responsibility of the University Board, the Academic Board has
oversight of the academic affairs of the University and draws its members from staff and
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students of the University. It is concerned with general issues relating to the teaching,
professional and research work of the institution. In May 2017 the University Board
approved the establishment (effective from August 2017) of an Academic Governance
Committee (see below).
The University Board undertakes an annual self-effectiveness review, overseen by the
Chair and Secretary to the Board, and also undertakes regular independent external
effectiveness reviews in line with the CUC Governance Code of Practice. The most recent
independent external effectiveness review was undertaken in 2015. The outcome of the
review was positive about the effectiveness of the University Board and the role of
contribution of the Directors. A key outcome of the review was the decision by the
University Board to reduce the size of the Board from 21 to 15 Directors. Following
consultation with key stakeholders and approval by the Privy Council, revised articles of
government, including the reduction in size to 15 Directors were approved and
implemented in March 2016.
In the most recent effectiveness review undertaken in 2017, the Board’s operations were
benchmarked against the CUC HE Code of Governance and the Board was able to
confirm it continues to meet the seven primary elements of governance set out in the
code.
The University maintains a Register of Interests of Directors of the University Board and
the Vice Chancellor’s Executive, which is available on request via the University Secretary.
Board Committees
The Board of Directors is served by six sub-committees which have the following roles:
x

Audit and Risk Committee (chaired by Mr David Allen) has responsibility for
monitoring and reviewing the effectiveness of the University’s systems of internal
control, including risk management and financial controls, procedures, data and
value for money.
The University’s internal and external auditors attend the Committee and report
on the systems of internal control and management’s responses and
implementation plans. Whilst senior executives attend meetings of the Audit and
Risk Committee as necessary, they are not members of the Committee and the
Committee also meets the internal and external auditors on their own for
independent discussions.
The risk management element of the Committee’s role includes the review of the
processes which lead to the statement on internal control in the Corporate
Governance report. The Committee will also, whenever appropriate, provide
explicit confirmation to the Board that necessary actions have been, or are being,
taken to remedy any significant failings or weaknesses identified from the review
of the effectiveness of internal control.

x

Finance and Resources Committee (chaired by Dr Steve Curl to 31 July, Mr
Geoffrey Donnelly from 1 August 2017) has responsibility for advising and
recommending to the Board on financial, estates and IT investment matters. It
recommends to the University Board the University’s annual revenue and capital
budgets and monitors performance in relation to the approved budgets and
overall performance against the strategic plan.

x

Academic Governance Committee (chaired by Professor Linda Challis from 1
August 2017) provides the University Board with assurance that academic
governance, and the associated internal control framework is operating effectively

12

to secure the quality of students’ experience and the standards of the University’s
academic awards.
The Committee was established by the Board in May 2017 and met from August
2017, in response to its consideration of the new framework for quality
assessment and the introduction of the Annual Provider Return, including the new
requirement placed on English governing bodies by the Higher Education Funding
Council of England (HEFCE) in respect of the annual assurance return, whereby
the Board (governing body) is now expected to confirm it has received
assurances as to the quality of students’ experience and the standards of the
University’s academic awards, have given an increased focus to academic
governance and the role of the Board.
x

Employment Policy Committee (chaired by Mr Geoff Donnelly to 31 July 2017,
Ms Jill Stannard from 1 August 2017) inter alia considers and recommends to the
University Board on matters of Human Resource strategy and policy and monitors
performance in relation to the approved HR Strategy. It also considers and
recommends to the University Board on matters in respect of Health and Safety
strategy and policy and Equality, Diversity and Inclusivity strategy and policy.

x

Nominations Committee (chaired by Mr Euan Cartwright) considers
nominations for appointment to the Board and its subcommittees. In considering
the composition of the Board and its subcommittees, Nominations Committee
takes account of skills audit and requirements and the need to ensure an
appropriate balance and mix of skills, expertise and experience as well as the
diversity of the Board and its subcommittees. The Board currently has a good
gender balance, but the age profile and ethnicity is less diverse.

x

Remuneration Committee (chaired by Dr Steve Curl to 31 July 2017, Mr
Geoffrey Donnelly from 1 August 2017) determines the remuneration and
conditions of service of the most senior staff, including the Vice Chancellor. It met
on four occasions in 2016/17.

Senior Officers and Executive Committees
The principal academic and administrative officer of the University is the Vice Chancellor
who is personally responsible to the governing body for ensuring compliance with the
terms of HEFCE’s Memorandum of Assurance and Accountability and for providing HEFCE
with clear assurances to this effect. As chief executive of the University, the Vice
Chancellor exercises considerable influence upon the development of institutional
strategy, the identification and planning of new developments and the shaping of the
institutional ethos. During 2016/17 the Vice Chancellor was supported in her role by the
University Executive Group (UEG) which met regularly and shapes the strategic
direction, performance and management of the University. UEG was the senior executive
decision-making body and deals with all matters of policy.
During the year, the Vice Chancellor conducted a review of the focus and portfolio areas
of the University Executive to ensure the best use of skills and expertise and a strong,
clear and accountable structure in respect of business–focused and academic-focused
aspects of the institutional strategy and operations.
Following the review, the University Executive Group membership comprised the Vice
Chancellor, Deputy Vice Chancellor Academic, Chief Operating Officer; Registrar &
Secretary; Pro Vice Chancellor Enterprise, Business Development and Engagement,
Director of Finance and Resources and Director of Human Resources. This is summarised
below.
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From 1st August 2017 the most senior executive group became the Vice Chancellor’s
Executive (VCE), comprised of the Vice Chancellor, Deputy Vice Chancellor Academic,
Chief Operating Officer; and Pro Vice Chancellor Enterprise, Business Development and
Engagement.
Members of the University Executive Group in 2016/17:
Professor Julie Mennell (Vice Chancellor)
Mr David Chesser (Chief Operating Officer) – effective from 1 December 2016
Mr Neil Harris (Registrar and Secretary)
Ms Rosy Crehan (Interim Deputy Vice Chancellor Academic) – effective from 1 November
2016
Ms Sandra Booth (Pro Vice Chancellor)
Mrs Kate Mclaughlin-Flynn (Director of Finance and Resources)
Mrs Michelle Leek (Director of HR) – effective from 1 November 2016
Prof Cliff Hardcastle (Interim Pro Vice Chancellor) – to 31 October 2016
Professor Robin Talbot (Executive Dean) – to 1 November 2016
Mrs Janet Whitworth (Chief Operating Officer) – to 28 October 2016
Members of the University Board of Directors 2016/17
Attendance at board in 2016/17
(maximum 6)
Vice Chancellor
Prof Julie Mennell

6

Chair of the Board of Directors
Mr Euan Cartwright (2, 5, 6)

6

Members of the Board of Directors
Ms Fiona Aiken (1)
Mr David Allen (1)
Mrs Emma Bales (2, 7)
Mr Robin Casson (4)
Prof Linda Challis (2, 6)
Dr Stephen Curl (2, 5)
Miss Bethany Cutter (8)
Mr Geoff Donnelly (4, 5)
Mr Neill Fraser (2)
Mrs Claire Hensman (1, 5)
Prof John Lee (4)
The Right Revd James Newcome, Bishop of
Carlisle (6)
Mrs Jill Stannard (4, 6)
Notes
1.
2.
3.
4.
5.
6.

Audit and Risk Committee
Finance and Resources Committee
Academic Governance Committee
Employment Policy Committee
Remuneration Committee
Nominations Committee
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6
6
6
6
4
5
6
6
6
4
5
3
5

7.
8.

Staff Director
Student Director

Members of the University Board of Directors Audit & Risk Committee
Attendance at committee in
2016/17 (maximum 4)
4
3
4
4
4

Mr David Allen (Chair)
Mrs Claire Hensman
Ms Fiona Aiken
Mr Mark Renwick-Smith
Mr Paul Pharaoh

Members of the University Board of Directors Finance & Resources Committee
Attendance at committee in
2016/17 (maximum 7)
7
6
6
7
7
3
5
7

Dr Steve Curl (Chair)
Mrs Emma Bales
Prof Linda Challis
Mr Neill Fraser
Prof Julie Mennell
Mr David Atkinson
Mr Clive Bush
Mr Euan Cartwright

Members of the University Board of Directors Academic Governance Committee
Attendance at committee in
2016/17 (maximum 1)
1
1
1
1

Prof Linda Challis (Chair)
Ms Fiona Aiken
Prof John Lee
Prof Julie Mennell

Members of the University Board of Directors Employment Policy Committee
Attendance at committee in
2016/17 (maximum 4)
4
3
3
4
4
3

Mr Geoff Donnelly (Chair)
Prof John Lee
Mrs Jill Stannard
Mr Robin Casson
Prof Julie Mennell
Ms Jill Johnston
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Members of the University Board of Directors Remuneration Committee
Attendance at committee in
2016/17 (maximum 4)
4
4
4
3
4

Dr Steve Curl (Chair)
Mr Euan Cartwright
Mr Geoff Donnelly
Mrs Claire Hensman
Prof Julie Mennell

Members of the University Board of Directors Nominations Committee
Attendance at committee in
2016/17 (maximum 1)
1
0
0
1
1

Mr Euan Cartwright (Chair)
Very Revd Bishop James Newcome
Prof Linda Challis
Mrs Jill Stannard
Prof Julie Mennell
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Public Benefit Statement
For the purposes of charity law, members of the Board of Directors are the trustees of
the University and, as such, they have had regard to the Charity Commission’s guidance
on public benefit. In setting and reviewing its objectives and activities, the University’s
Board of Directors has had due regard to the Charity Commission’s guidance on the
reporting of public benefit and its supplementary public benefit guidance on the
advancement of education.
The overall aim of the University is the advancement of education in the UK through the
undertaking of educational and research activities. The charitable objects of the
University set out in its Memorandum of Association make specific provisions for the
advancement of learning and knowledge by teaching and research and for enabling
students to obtain the advantages of university education.
The students of the University of Cumbria are the primary beneficiaries and are directly
engaged in learning or research. However, beneficiaries also include employers and
businesses particularly in the health, schools, education and public service sectors as
well as school children who have the opportunity to attend educational events organised
by the University; the general public are also able to attend various educational activities
in the University such as exhibitions. The development of the University of Cumbria has
provided the county and region with a range of HE learning opportunities that were
previously not widely available or easily accessible to previous generations of local
people and businesses and employers.
The University’s aims and objectives are centred on benefiting the public and the
achievements of this year, as set out in this report; demonstrate that this is our focus in
practice.
Director / Trustee Remuneration
Members of the Board of Directors, who are the trustees of the University, do not receive
fees or other remuneration for their role as Directors. Two Directors are employed by the
University and they receive remuneration solely with regard to their employment.
The total expenses paid to or on behalf of Directors/Trustees in 2016/17 was £5,083
(2015/16: £7,221). Eleven Directors/Trustees claimed expenses during the period. This
relates to travel and subsistence expenses incurred in their official capacity in attending
Board Meetings, Board Committees and meetings related to their roles as trustees.
Statement on Internal Control
Responsibilities
The University’s Board of Directors has overall responsibility for maintaining and
reviewing the effectiveness of a sound system of internal control, which supports the
achievement of policies, aims and objectives, while safeguarding the public and other
funds and assets for which they are responsible.
System of internal control
The system of internal control is designed to manage rather than eliminate the risk of
failure to achieve the University’s policies, aims and objectives. It can therefore only
provide reasonable and not absolute assurance of effectiveness.
The system of internal control is based on an ongoing process designed to identify the
principal risks to the achievement of the University’s policies, aims and objectives; to
evaluate the nature and extent of those risks and to manage them efficiently, effectively
and economically.
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The Board of Directors has the following processes in place for maintaining and
reviewing the effectiveness of the system of internal control:
x
x

x

x
x

x

x

The Board meets at regular intervals to consider the plans and strategic direction
of the University.
The Board receives regular reports from the chairman of the Audit and Risk
Committee concerning internal control, in the light of regular reports from the
internal auditors, and from managers on the steps they are taking to manage
risks in their areas of responsibility.
The Audit and Risk Committee receives regular reports from the Internal
Auditors, which include an independent opinion on the adequacy of the
effectiveness of the University’s system of internal control together with
recommendations for improvement.
The Audit and Risk Committee provides oversight of the risk management policy
and risk register process and requires regular reports from the University
management on how risk is being managed including progress on key priorities.
The Board has delegated day to day responsibility for the maintenance of a sound
system of internal control to the Vice Chancellor and through him/her the
University Executive Group. This system supports achievement of the University’s
policies, aims and objectives, whilst safeguarding the public funds and assets for
which the Board is responsible. Any material weaknesses or breakdowns in
internal control must be reported to the University Board.
Audit and Risk Committee has agreed with the external providers of the internal
audit function appropriate audit planning arrangements and also audit
methodology and approach, so that the audit function conforms to the latest
professional standards reflecting the adoption of risk management.
The internal audit function reports to the Audit and Risk Committee and for
management purposes, to the Registrar and Secretary (from 1st August 2017 to
the Director of Finance and Resources).

Annual Review of Effectiveness
In line with the HEFCE Accounts Direction to Higher Education Institutions, the
effectiveness of the system of internal control has been reviewed.
The University and its Board of Directors are satisfied with the effectiveness of the
system of internal control at the University.
Risk Management
The strategic management of risk is an integral element within our decision- making
processes and culture, supporting effective planning and evaluation of its activities.
The development of a risk management culture is promoted in all parts of the institution,
through the acceptance by all staff of their shared responsibility for the good
organisation of the institution.
The University regularly reviews the strategic risks it faces and identifies the controls
that are in place to mitigate these as well as the sources of assurance which provide
confirmation that controls are effective.
Of the strategic risks identified and being managed by the University, the key ones are
as follows:
x

The risk to student numbers and income from the current volatile external
environment. This includes: the recruitment of students in an aggressive free
market driven by student choice, the ongoing changes in the operating
environment including the change in the funding regime from bursaries to student
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loans from 2017/18 for programmes that were previously funded by NHS
bursaries, the recently announced new cap on tuition fees, and the changing
regulatory environment. The University is seeking, through its growth strategies
in the strategic plan, to manage these risks and to maximise the many
opportunities that come from these changes.
x

Ensuring long term financial sustainability. The challenges to student recruitment
have resulted in a decline in income, which coupled with inflationary cost
pressures, particularly staffing, including pensions, require the University through
its strategic plan and supporting annual operating plan to focus on managing its
costs tightly while delivering its growth strategies. A key objective is to build cash
reserves to continue to support the investment in the University’s infrastructure,
to provide an excellent student experience.

x

As a relatively new university, we are seeking to build and enhance our status
and profile. As such, we continue to be vulnerable to results and events that
damage our reputation, brand and our position in league tables. Within this, a key
area of risk is around the experience and outcomes for our students. The National
Student Survey results remain below the sector average. Student outcomes and
experience is closely monitored across the University and actions to deliver these
improvements in a systematic way form a key part of our Annual Operating Plan
for 2017/18.

These risks are being actively managed using a combination of identified actions,
mitigation, and contingency plans.
The strategic risk register is informed by local risk identification including those for
specific projects. Escalation processes are in place which ensure that where the impact of
these local or project risks is significant to the University, these are assessed and
monitored at a strategic level.
Diversity and Employee Involvement
The University is committed to nurturing an environment where its employees, students
and visitors are treated fairly and with respect at all times. We recognise that if we
provide a fully inclusive working and studying environment, we will enable everyone to
perform to the best of their ability. Recognising, embracing and valuing difference will
lead to improvements for everyone, including:
x
x
x
x
x

A more diverse staff and student population.
A better working and studying environment.
Attracting and retaining the very best staff and students.
Achieving the University mission, vision and values.
Meeting and exceeding the challenging targets and performance indicators in the
University corporate plan.

Disabled employees
The University takes positive steps to ensure that disabled people can compete equally
for employment opportunities and have the support they need to develop and perform
well in their jobs. The University is committed to the Disability Confident Scheme which
enables us to draw from the widest possible pool of talent and to secure high-quality
staff who are skilled, loyal and hard-working. Reasonable adjustments are made where
appropriate and career development and promotion opportunities are provided for all
staff.
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Employee Involvement
It is the University’s policy to communicate with and involve all employees, subject to
commercial and practical limitation, in matters affecting their interests at work and to
inform them of the University’s performance. Employees are provided with information
about the University through our weekly email news update (Global), as well as regular
team briefings, 1-1 meetings, staff forums led by the Vice Chancellor’s Executive and
Staff Conferences. In addition, the University has a member of staff, as staff director, on
the University Board and we have regular formal dialogue with our recognised trade
unions as staff representatives through our Joint Negotiating and Consultative
Committee. Our internal and external websites further support availability and clarity of
information.
Fundraising
The University undertakes fundraising activities. As an exempt Charity, the University is
not covered by the Charities (Protection and Social Investment) Act 2016. HEFCE is the
principal regulator of those higher education institutions (HEIs) it funds that are exempt
charities. The University seeks to apply the principles outlined in the Fundraising
Regulator’s Code of Fundraising Practice. Specifically, the University seeks to operate in
a fair, open and transparent manner and does not engage in fundraising which: may be
perceived to be an intrusion on a person’s privacy; is unreasonably persistent; or places
undue pressure on a person to donate. The University does not use third part fundraisers
to act on its behalf. An annual report of fundraising activities is made to the Board.
Going Concern
The financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the University will continue in operation. The Board of
Directors have reviewed the progress made during 2016/17, the objectives as set out in
the Strategic Plan and Annual Operating Plan, and financial projections. For this reason,
the Board of Directors are satisfied that the University has adequate resources to
continue for the foreseeable future.
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Responsibilities of the Board of Directors of the University of Cumbria
In accordance with the Education Reform Act 1988 and the Articles of Association
incorporating instrument and articles of government, the Board of Directors is
responsible for the administration and management of the affairs of the University of
Cumbria and is required to present audited financial statements for each financial year.
This also includes ensuring the operation of an effective system of internal control.
The Board of Directors is responsible for keeping proper accounting records which
disclose with reasonable accuracy at any time the financial position of the University and
enable it to ensure that the financial statements are prepared in accordance with the
revised Instrument and Articles of Government, the Audit Code of Practice issued by the
Higher Education Funding Council for England, the Statement of Recommended Practice
on Accounting in Higher and Further Education Institutions, and other relevant
accounting standards. In addition, within the terms and conditions of a Memorandum of
Assurance and Accountability between the Higher Education Funding Council for England
and the Board of Directors of the University of Cumbria and in accordance with Company
Law, the University Board of Directors through its designated office holder (the Vice
Chancellor), is required to prepare financial statements for each financial year which give
a true and fair view of the state of affairs of the University and of the surplus or deficit
and cash flows for that year.
In the preparation of the financial statements the University Board of Directors has
ensured that:
x
x
x
x

Suitable accounting policies are selected and applied consistently.
Judgments and estimates are made that are reasonable and prudent.
Applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements.
Financial statements are prepared on the going concern basis unless it is
inappropriate to presume that the University will continue in operation. The Board
of Directors is satisfied that the University has adequate resources to continue for
the foreseeable future: for this reason, the going concern basis continues to be
adopted in the preparation of the financial statements.

The University Board of Directors has taken reasonable steps to:
x

x
x
x

Ensure that funds from the Higher Education Funding Council for England and the
National College for Training and Leadership are used only for the purposes for
which they have been given and in accordance with the Memorandum of
Assurance and Accountability between the Higher Education Funding Council for
England and institutions and any other conditions which the Funding Council or
Agency may from time to time prescribe.
Ensure that there are appropriate financial and management controls in place to
safeguard public funds and funds from other sources.
Safeguard the assets of the University of Cumbria and to prevent and detect
fraud.
Secure the economical, efficient and effective management of the University’s
resources and expenditure.

The key elements of the University’s system of internal financial control, which are
designed to discharge the responsibilities set out above include the following:
x
x

Clear definition of the responsibilities and delegated authority of Heads of
Academic and Professional Services.
A comprehensive medium and short-term planning process, supplemented by
detailed annual income, expenditure, capital and cash flow budgets.
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x
x

x
x

Regular review of academic and financial performance and regular reviews of
financial results including variance reporting and updates of forecast out-turns.
Clearly defined and formalised requirements for approval and control of
expenditure, with investment decisions involving capital or revenue expenditure
being subject to formal detailed appraisal and review according to approved levels
set by the University Board of Directors
Financial regulations detailing financial controls and procedures, approved by Audit
and Risk Committee in consultation with Finance and Resources Committee.
A professional Internal Audit team whose annual programme is approved by the
Audit and Risk Committee and endorsed by the University Board of Directors, and
whose head provides the Board with a report on internal audit activity within the
University and an independent opinion on the adequacy and effectiveness of the
University’s system of internal control, including financial control, together with
recommendations for improvement.
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Financial Statements
Independent auditor’s report to the Board of Directors and the Members of the
University of Cumbria
Opinion
We have audited the financial statements of The University of Cumbria (“the University”)
for the year ended 31st July 2017 which comprise the Consolidated & University
Statement of Comprehensive Income and Expenditure, the Consolidated and University
Statement of Changes in Reserves, the Consolidated and University Balance Sheet, the
Consolidated and University Cash Flow and related notes, including the statement of
accounting policies.
In our opinion the financial statements:
x

give a true and fair view of the state of the Group’s and the University’s affairs as
at 31st July 2017, and of the Group’s and the University’s income and expenditure,
gains and losses and changes in reserves, and of the Group’s cash flows, for the
year then ended;

x

have been properly prepared in accordance with UK accounting standards,
including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland, and with the 2015 Statement of Recommended Practice –
Accounting for Further and Higher Education;

x

meet the requirements of HEFCE’s Accounts Direction to higher education
institutions for 2016-17 financial statements; and

x

have been prepared in accordance with the requirements of the Companies Act
2006.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK)
(“ISAs (UK)”) and applicable law. Our responsibilities are described below. We have
fulfilled our ethical responsibilities under, and are independent of the group in
accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for
our opinion.
Going concern
We are required to report to you if we have concluded that the use of the going concern
basis of accounting is inappropriate or there is an undisclosed material uncertainty that
may cast significant doubt over the use of that basis for a period of at least twelve
months from the date of approval of the financial statements. We have nothing to
report in these respects.
Other information
The directors are responsible for the other information, which comprises the Strategic
Report and the Directors’ Corporate Governance Report. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an
audit opinion or, except as explicitly stated below, any form of assurance conclusion
thereon.
Our responsibility is to read the other information and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially
misstated or inconsistent with the financial statements or our audit knowledge. Based
solely on that work:
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x

we have not identified material misstatements in the other information;

x

in our opinion the information given in the Strategic and Financial Review and
Directors’ and Corporate Governance Report, which together constitute the
strategic report and the directors’ report for the financial year, is consistent with
the financial statements; and

x

in our opinion the Strategic and Financial Review and the Directors’ and Corporate
Governance Report have been prepared in accordance with the Companies Act
2006.

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion:
x

adequate accounting records have not been kept by the parent University, or returns
adequate for our audit have not been received from branches not visited by us; or

x

the parent University’s financial statements are not in agreement with the accounting
records and returns; or

x

certain disclosures of directors’ remuneration specified by law are not made; or

x

we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.
Board of Directors’ responsibilities
As explained more fully in their statement set out on page 21, the Board of Directors
(who are the Directors of the University company for the purposes of company law) is
responsible for: the preparation of the financial statements and for being satisfied that
they give a true and fair view; such internal control as it determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; assessing the group and parent University’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern;
and using the going concern basis of accounting unless it either intends to liquidate the
group or the parent University or to cease operations, or has no realistic alternative but
to do so.
Auditor’s responsibilities
Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue our opinion in an auditor’s report. Reasonable assurance is a high
level of assurance, but does not guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.
A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
We are required to report on the following matters under the HEFCE Audit Code of
Practice (effective 1 August 2016) issued under the Further and Higher Education Act
1992.
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Consolidated & University Statement of Comprehensive Income and
Expenditure
Year Ended 31 July 2017

Income

Year
Ended
31/7/17

Year
ended
31/7/16

£'000

£'000

1

47,551

51,139

Notes

Tuition fees and education contracts
Funding body grants

2

4,504

4,351

Research grants and contracts

3

350

270

Other income

4

7,841

7,068

Investment income

5

50

146

60,296

62,974

37

39

60,333

63,013

Total income before endowments and donations
Donations and endowments

6

Total income
Expenditure
Staff costs

7

40,680

39,443

Fundamental restructuring costs

7

2,907

0

16,301

17,007

10

2,858

2,759

629

0

Interest and other finance costs

8

1,372

1,485

Total expenditure

9

64,747

60,694

(4,414)

2,319

0

765

(4,414)

3,084

0

0

(4,414)

3,084

Other operating expenses
Depreciation
Impairments

Surplus/deficit before other gains losses and share of operating
surplus/deficit of joint ventures and associates.
Gain/(loss) on disposal of fixed assets
Surplus / (Deficit) before tax
Taxation
Surplus / (Deficit) for the year
Unrealised surplus on revaluation of land and buildings

10

46,255

0

Actuarial gain/(loss) in respect of Local Government Pension Scheme
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4,106

(9,029)

0

(90)

45,947

(6,035)

(1)

14

Actuarial (loss)/gain in respect of enhanced pension provision
Total comprehensive income for the year
Represented by:
Restricted comprehensive income for the year
Unrestricted comprehensive income for the year

(67)

(6,049)

Revaluation reserve comprehensive income for the year

46,015

0

Attributable to the University

45,947

(6,035)

Attributable to the non-controlling interest

0
45,947

0
(6,035)

All items of income and expenditure relate to continuing activities.
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&RQVROLGDWHGDQG8QLYHUVLW\6WDWHPHQWRI&KDQJHVLQ5HVHUYHV
<HDUHQGHG-XO\
,QFRPHDQGH[SHQGLWXUH 5HYDOXDWLRQ
UHVHUYH
DFFRXQW

&RQVROLGDWHG

Restricted

%DODQFHDW$XJXVW
6XUSOXV GHILFLW IURPWKHLQFRPHDQGH[SHQGLWXUHVWDWHPHQW
2WKHUFRPSUHKHQVLYHLQFRPH

7RWDOFRPSUHKHQVLYHLQFRPHIRUWKH\HDU
7UDQVIHUVEHWZHHQUHYDOXDWLRQDQGLQFRPHDQGH[SHQGLWXUHUHVHUYH
7UDQVIHUUHGWRFUHGLWRUV
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7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHWKH8QLYHUVLW\DQGLWVVXEVLGLDU\IRUWKHILQDQFLDO\HDUWR-XO\

7KHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVGRQRWLQFOXGHWKHLQFRPHDQGH[SHQGLWXUHRIWKH6WXGHQWV 8QLRQDVWKH
8QLYHUVLW\GRHVQRWH[HUWFRQWURORUGRPLQDQWLQIOXHQFHRYHUSROLF\GHFLVLRQV
$VVRFLDWHGFRPSDQLHVDQGMRLQWYHQWXUHVDUHDFFRXQWHGIRUXVLQJWKHHTXLW\PHWKRG
 ,QFRPHUHFRJQLWLRQ
,QFRPHIURPWKHVDOHRIJRRGVRUVHUYLFHVLVFUHGLWHGWRWKH&RQVROLGDWHG6WDWHPHQWRI&RPSUHKHQVLYH,QFRPHDQG
([SHQGLWXUHZKHQWKHJRRGVRUVHUYLFHVDUHVXSSOLHGWRWKHH[WHUQDOFXVWRPHUVRUWKHWHUPVRIWKHFRQWUDFWKDYHEHHQ
VDWLVILHG

)HHLQFRPHLVVWDWHGJURVVRIDQ\H[SHQGLWXUHZKLFKLVQRWDGLVFRXQWDQGFUHGLWHGWRWKH&RQVROLGDWHG6WDWHPHQWRI
,QFRPHDQG&RPSUHKHQVLYH([SHQGLWXUHRYHUWKHSHULRGLQZKLFKVWXGHQWVDUHVWXG\LQJ:KHUHWKHDPRXQWRIWKHWXLWLRQ
IHHLVUHGXFHGE\DQ\IRUPRIGLVFRXQWLQFRPHUHFHLYDEOHLVVKRZQQHWRIWKHGLVFRXQW%XUVDULHVDQGVFKRODUVKLSVDUH
DFFRXQWHGIRUJURVVDVH[SHQGLWXUHDQGQRWGHGXFWHGIURPLQFRPH
,QYHVWPHQWLQFRPHLVFUHGLWHGWRWKHVWDWHPHQWRILQFRPHDQGH[SHQGLWXUHRQDUHFHLYDEOHEDVLV
)XQGVWKH8QLYHUVLW\UHFHLYHVDQGGLVEXUVHVDVSD\LQJDJHQWRQEHKDOIRIDIXQGLQJERG\DUHH[FOXGHGIURPWKHLQFRPH
DQGH[SHQGLWXUHRIWKH8QLYHUVLW\ZKHUHWKH8QLYHUVLW\LVH[SRVHGWRPLQLPDOULVNRUHQMR\VPLQLPDOHFRQRPLFEHQHILW
UHODWHGWRWKHWUDQVDFWLRQ

ϯϬ

6WDWHPHQWRI$FFRXQWLQJ3ROLFLHV FRQWLQXHG
IRUWKH\HDUHQGHG-XO\
 ,QFRPHUHFRJQLWLRQ FRQWLQXHG
*UDQWIXQGLQJ

*RYHUQPHQWUHYHQXHJUDQWVLQFOXGLQJWKRVHIURPWKH+LJKHU(GXFDWLRQ)XQGLQJ&RXQFLOIRU(QJODQGDUHUHFRJQLVHGLQ
LQFRPHRYHUWKHSHULRGVLQZKLFKWKH8QLYHUVLW\UHFRJQLVHVWKHUHODWHGFRVWVIRUZKLFKWKHJUDQWLVLQWHQGHGWR
FRPSHQVDWH:KHUHSDUWRIDJRYHUQPHQWJUDQWLVGHIHUUHGLWLVUHFRJQLVHGDVGHIHUUHGLQFRPHZLWKLQFUHGLWRUVDQG
DOORFDWHGEHWZHHQFUHGLWRUVGXHZLWKLQRQH\HDUDQGGXHDIWHUPRUHWKDQRQH\HDUDVDSSURSULDWH
*UDQWV LQFOXGLQJUHVHDUFKJUDQWV IURPQRQJRYHUQPHQWVRXUFHVDUHUHFRJQLVHGLQLQFRPHZKHQWKH8QLYHUVLW\LV
HQWLWOHGWRWKHLQFRPHDQGSHUIRUPDQFHUHODWHGFRQGLWLRQVKDYHEHHQPHW,QFRPHUHFHLYHGLQDGYDQFHRISHUIRUPDQFH
UHODWHGFRQGLWLRQVEHLQJPHWLVUHFRJQLVHGDVGHIHUUHGLQFRPHZLWKLQFUHGLWRUVRQWKHEDODQFHVKHHWDQGUHOHDVHGWR
LQFRPHDVWKHFRQGLWLRQVDUHPHW
'RQDWLRQVDQGHQGRZPHQWV

1RQH[FKDQJHWUDQVDFWLRQVZLWKRXWSHUIRUPDQFHUHODWHGFRQGLWLRQVDUHGRQDWLRQVDQGHQGRZPHQWV'RQDWLRQVDQG
HQGRZPHQWVZLWKGRQRULPSRVHGUHVWULFWLRQVDUHUHFRJQLVHGLQLQFRPHZKHQWKH8QLYHUVLW\LVHQWLWOHGWRWKHIXQGV
,QFRPHLVUHWDLQHGZLWKLQWKHUHVWULFWHGUHVHUYHXQWLOVXFKWLPHWKDWLWLVXWLOLVHGLQOLQHZLWKVXFKUHVWULFWLRQVDWZKLFKSRLQW
WKHLQFRPHLVUHOHDVHGWRJHQHUDOUHVHUYHVWKURXJKDUHVHUYHWUDQVIHU
'RQDWLRQVZLWKQRUHVWULFWLRQVDUHUHFRJQLVHGLQLQFRPHZKHQWKH8QLYHUVLW\LVHQWLWOHGWRWKHIXQGV
,QYHVWPHQWLQFRPHDQGDSSUHFLDWLRQRIHQGRZPHQWVLVUHFRUGHGLQLQFRPH,QWKH\HDULQZKLFKLWDULVHVDQGDVHLWKHU
UHVWULFWHGRUXQUHVWULFWHGLQFRPHDFFRUGLQJWRWKHWHUPVRWKHUUHVWULFWLRQDSSOLHGWRWKHLQGLYLGXDOHQGRZPHQWIXQG
&DSLWDOJUDQWV
*RYHUQPHQWFDSLWDOJUDQWVDUHUHFRJQLVHGLQLQFRPHRYHUWKHH[SHFWHGXVHIXOOLIHRIWKHDVVHW2WKHUFDSLWDOJUDQWVDUH
UHFRJQLVHGLQLQFRPHZKHQWKH8QLYHUVLW\LVHQWLWOHGWRWKHIXQGVVXEMHFWWRDQ\SHUIRUPDQFHUHODWHGFRQGLWLRQVEHLQJ
PHW
 $FFRXQWLQJIRUUHWLUHPHQWEHQHILWV
5HWLUHPHQWEHQHILWVIRUHPSOR\HHVRIWKH8QLYHUVLW\RI&XPEULDDUHSURYLGHGE\GHILQHGEHQHILWVFKHPHVZKLFKDUH
IXQGHGE\FRQWULEXWLRQVIURPWKH8QLYHUVLW\DQGHPSOR\HHV3D\PHQWVDUHPDGHWRWKH7HDFKHUV¶3HQVLRQ6FKHPH
736 IRUDFDGHPLFVWDIIDQGWRWKH/RFDO*RYHUQPHQW3HQVLRQ6FKHPH /*36 IRUVXSSRUWVWDII7KHVHDUHERWK
LQGHSHQGHQWO\DGPLQLVWHUHGVFKHPHV7KH736LVDGPLQLVWHUHGE\WKH*RYHUQPHQWDQGWKH/*36LVDGPLQLVWHUHGE\
/DQFDVKLUH3HQVLRQ6HUYLFH
7KHDVVHWVRIWKH/*36DUHPHDVXUHGXVLQJFORVLQJPDUNHWYDOXHV/*36OLDELOLWLHVDUHPHDVXUHGXVLQJWKHSURMHFWHG
XQLWPHWKRGDQGGLVFRXQWHGDWWKHFXUUHQWUDWHRIUHWXUQRQDKLJKTXDOLW\FRUSRUDWHERQGRIHTXLYDOHQWWHUPDQGFXUUHQF\
WRWKHOLDELOLW\7KHLQFUHDVHLQWKHSUHVHQWYDOXHRIWKHOLDELOLWLHVRIWKHVFKHPHH[SHFWHGWRDULVHIURPHPSOR\HHVHUYLFH
LQWKHSHULRGLVFKDUJHGWRWKHRSHUDWLQJVXUSOXV7KHH[SHFWHGUHWXUQRQWKHVFKHPH¶VDVVHWVDQGWKHLQFUHDVHGXULQJ
WKHSHULRGLQWKHSUHVHQWYDOXHRIWKHVFKHPH¶VOLDELOLWLHVDULVLQJIURPWKHSDVVDJHRIWLPHDUHLQFOXGHGLQSHQVLRQ
ILQDQFHFRVWV$FWXDULDOJDLQVDQGORVVHVDUHUHFRJQLVHGLQWKHVWDWHPHQWRIWRWDOUHFRJQLVHGJDLQVDQGORVVHV
8QGHUWKHGHILQLWLRQVVHWRXWLQ)56WKH736LVDPXOWLHPSOR\HUGHILQHGEHQHILWVFKHPH7KH8QLYHUVLW\LVXQDEOHWR
LGHQWLI\LWVVKDUHRIWKHXQGHUO\LQJDVVHWVDQGOLDELOLWLHVRIWKHVFKHPH$FFRUGLQJO\WKH8QLYHUVLW\KDVWDNHQDGYDQWDJH
RIWKHH[HPSWLRQLQ)56DQGKDVDFFRXQWHGIRUWKHFRQWULEXWLRQVDVWKRXJKLWZHUHDGHILQHGFRQWULEXWLRQVFKHPH

ϯϭ

6WDWHPHQWRI$FFRXQWLQJ3ROLFLHV FRQWLQXHG
IRUWKH\HDUHQGHG-XO\
 (PSOR\PHQWEHQHILWV
6KRUWWHUPHPSOR\PHQWEHQHILWVVXFKDVVDODULHVDQGFRPSHQVDWHGDEVHQFHVDUHUHFRJQLVHGDVDQH[SHQVHLQWKH\HDU
LQZKLFKWKHHPSOR\HHVUHQGHUVHUYLFHWRWKH8QLYHUVLW\$Q\XQXVHGEHQHILWVDUHDFFUXHGDQGPHDVXUHGDVWKH
DGGLWLRQDODPRXQWWKH8QLYHUVLW\H[SHFWVWRSD\DVDUHVXOWRIWKHXQXVHGHQWLWOHPHQW
 )LQDQFHOHDVHV

/HDVHVLQZKLFKWKH8QLYHUVLW\DVVXPHVVXEVWDQWLDOO\DOOWKHULVNVDQGUHZDUGVRIRZQHUVKLSRIWKHOHDVHGDVVHWDUH
FODVVLILHGDVILQDQFHOHDVHV/HDVHGDVVHWVDFTXLUHGE\ZD\RIILQDQFHOHDVHDQGWKHFRUUHVSRQGLQJOHDVHOLDELOLWLHVDUH
LQLWLDOO\UHFRJQLVHGDWDQDPRXQWHTXDOWRWKHORZHURIWKHLUIDLUYDOXHDQGWKHSUHVHQWYDOXHRIWKHPLQLPXPOHDVH
SD\PHQWVDWLQFHSWLRQRIWKHOHDVH
0LQLPXPOHDVHSD\PHQWVDUHDSSRUWLRQHGEHWZHHQWKHILQDQFHFKDUJHDQGWKHUHGXFWLRQRIWKHRXWVWDQGLQJOLDELOLW\7KH
ILQDQFHFKDUJHLVDOORFDWHGWRHDFKSHULRGGXULQJWKHOHDVHWHUPVRDVWRSURGXFHDFRQVWDQWSHULRGLFUDWHRILQWHUHVWRQ
WKHUHPDLQLQJEDODQFHRIWKHOLDELOLW\
 6HUYLFH&RQFHVVLRQ$UUDQJHPHQWV
)L[HGDVVHWVKHOGXQGHUVHUYLFHFRQFHVVLRQDUUDQJHPHQWVDUHUHFRJQLVHGRQWKH%DODQFH6KHHWDWWKHSUHVHQWYDOXHRI
WKHPLQLPXPOHDVHSD\PHQWVZKHQWKHDVVHWVDUHERXJKWLQWRXVHZLWKDFRUUHVSRQGLQJILQDQFLDOOLDELOLW\
3D\PHQWVXQGHUWKHVHUYLFHFRQFHVVLRQDUUDQJHPHQWDUHDOORFDWHGEHWZHHQVHUYLFHFRVWVILQDQFHFKDUJHVDQGILQDQFLDO
OLDELOLW\UHSD\PHQWVWRUHGXFHWKHILQDQFLDOOLDELOLW\WRQLORYHUWKHOLIHRIWKHDUUDQJHPHQW
 2SHUDWLQJOHDVHV
&RVWVLQUHVSHFWRIRSHUDWLQJOHDVHVDUHFKDUJHGRQDVWUDLJKWOLQHEDVLVRYHUWKHOHDVHWHUP$Q\OHDVHSUHPLXPVRU
LQFHQWLYHVDUHVSUHDGRYHUWKHPLQLPXPOHDVHWHUP
 )RUHLJQFXUUHQF\

7UDQVDFWLRQVLQIRUHLJQFXUUHQFLHVDUHWUDQVODWHGWRWKHUHVSHFWLYHIXQFWLRQDOFXUUHQFLHVRI*URXSHQWLWLHVDWWKHIRUHLJQ
H[FKDQJHUDWHUXOLQJDWWKHGDWHRIWKHWUDQVDFWLRQ0RQHWDU\DVVHWVDQGOLDELOLWLHVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVDW
WKHEDODQFHVKHHWGDWHDUHWUDQVODWHGWRWKHIXQFWLRQDOFXUUHQF\DWWKHIRUHLJQH[FKDQJHUDWHUXOLQJDWWKDWGDWH)RUHLJQ
H[FKDQJHGLIIHUHQFHVDULVLQJRQWUDQVODWLRQDUHUHFRJQLVHGLQ6XUSOXVRU'HILFLW H[FHSWIRUGLIIHUHQFHVDULVLQJRQWKH
UHWUDQVODWLRQRIDILQDQFLDOOLDELOLW\GHVLJQDWHGDVDKHGJHRIWKHQHWLQYHVWPHQWLQDIRUHLJQRSHUDWLRQWKDWLVHIIHFWLYHRU
TXDOLI\LQJFDVKIORZKHGJHVZKLFKDUHUHFRJQLVHGGLUHFWO\LQ2WKHU&RPSUHKHQVLYH,QFRPH 1RQPRQHWDU\DVVHWVDQG
OLDELOLWLHVWKDWDUHPHDVXUHGLQWHUPVRIKLVWRULFDOFRVWLQDIRUHLJQFXUUHQF\DUHWUDQVODWHGXVLQJWKHH[FKDQJHUDWHDWWKH
GDWHRIWKHWUDQVDFWLRQ1RQPRQHWDU\DVVHWVDQGOLDELOLWLHVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVWKDWDUHVWDWHGDWIDLUYDOXH
DUHUHWUDQVODWHGWRWKHIXQFWLRQDOFXUUHQF\DWIRUHLJQH[FKDQJHUDWHVUXOLQJDWWKHGDWHVWKHIDLUYDOXHZDVGHWHUPLQHG

7KHDVVHWVDQGOLDELOLWLHVRIIRUHLJQRSHUDWLRQVLQFOXGLQJJRRGZLOODQGIDLUYDOXHDGMXVWPHQWVDULVLQJRQFRQVROLGDWLRQDUH
WUDQVODWHGWRWKH*URXS VSUHVHQWDWLRQDOFXUUHQF\>6WHUOLQJ@DWIRUHLJQH[FKDQJHUDWHVUXOLQJDWWKHEDODQFHVKHHWGDWH
7KHUHYHQXHVDQGH[SHQVHVRIIRUHLJQRSHUDWLRQVDUHWUDQVODWHGDWDQDYHUDJHUDWHIRUWKH\HDUZKHUHWKLVUDWH
DSSUR[LPDWHVWRWKHIRUHLJQH[FKDQJHUDWHVUXOLQJDWWKHGDWHVRIWKHWUDQVDFWLRQV([FKDQJHGLIIHUHQFHVDULVLQJIURPWKLV
WUDQVODWLRQRIIRUHLJQRSHUDWLRQVDUHUHSRUWHGDVDQLWHPRI2WKHU&RPSUHKHQVLYH,QFRPH

ϯϮ

6WDWHPHQWRI$FFRXQWLQJ3ROLFLHV FRQWLQXHG
IRUWKH\HDUHQGHG-XO\
 )RUHLJQFXUUHQF\ FRQWLQXHG

:KHQWKH*URXSGLVSRVHVRIRQO\SDUWRILWVLQWHUHVWLQDVXEVLGLDU\WKDWLQFOXGHVDIRUHLJQRSHUDWLRQZKLOHVWLOOUHWDLQLQJ
FRQWUROWKHUHOHYDQWSURSRUWLRQRIWKHDFFXPXODWHGDPRXQWLVUHDWWULEXWHGWRQRQFRQWUROOLQJLQWHUHVWV:KHQWKH*URXS
GLVSRVHVRIRQO\SDUWRILWVLQYHVWPHQWLQDQDVVRFLDWHRUMRLQWYHQWXUHWKDWLQFOXGHVDIRUHLJQRSHUDWLRQZKLOHVWLOO
UHWDLQLQJVLJQLILFDQW,QIOXHQFHRUMRLQWFRQWUROWKHUHOHYDQWSURSRUWLRQRIWKHFXPXODWLYHDPRXQWLVUHF\FOHGWRWKH
6WDWHPHQWRI&RPSUHKHQVLYH,QFRPHDQG([SHQGLWXUH
 )L[HGDVVHWV
)L[HGDVVHWVDUHVWDWHGDWFRVWRUYDOXDWLRQOHVVDFFXPXODWHGGHSUHFLDWLRQDQGDFFXPXODWHGLPSDLUPHQWORVVHV&HUWDLQ
LWHPVRIIL[HGDVVHWVWKDWKDGEHHQUHYDOXHGWRIDLUYDOXHSULRUWRWKHGDWHRIWUDQVLWLRQWRWKH)(+(6253DUH
PHDVXUHGRQWKHEDVLVRIGHHPHGFRVWEHLQJWKHUHYDOXHGDPRXQWDWWKHGDWHRIWKDWUHYDOXDWLRQ
:KHUHSDUWVRIDIL[HGDVVHWKDYHGLIIHUHQWXVHIXOOLYHVWKH\DUHDFFRXQWHGIRUDVVHSDUDWHLWHPVRIIL[HGDVVHWV
/DQGDQGEXLOGLQJV
/DQGDQGEXLOGLQJVDUHPHDVXUHGXVLQJWKHUHYDOXDWLRQPRGHO8QGHUWKHUHYDOXDWLRQPRGHODVVHWVDUHUHYDOXHGWRIDLU
YDOXH7KH8QLYHUVLW\KDVDSROLF\RIHQVXULQJWKDWDOOODQGDQGEXLOGLQJVDUHUHYDOXHGDWOHDVWHYHU\ILYH\HDUVE\D
TXDOLILHGH[WHUQDOYDOXHUVXFKWKDWWKHIDLUYDOXHLVQRWPDWHULDOO\GLIIHUHQWWRWKHFXUUHQWYDOXH'HSUHFLDWLRQDQG
LPSDLUPHQWORVVHVDUHVXEVHTXHQWO\FKDUJHGRQWKHUHYDOXHGDPRXQW
&RVWVLQFXUUHGLQUHODWLRQWRODQGDQGEXLOGLQJVDIWHULQLWLDOSXUFKDVHRUFRQVWUXFWLRQDQGSULRUWRYDOXDWLRQDUH
FDSLWDOLVHGWRWKHH[WHQWWKDWWKH\LQFUHDVHWKHH[SHFWHGIXWXUHEHQHILWVWRWKH8QLYHUVLW\
)UHHKROGODQGLVQRWGHSUHFLDWHGDVLWLVFRQVLGHUHGWRKDYHDQLQGHILQLWHXVHIXOOLIH)UHHKROGEXLOGLQJVDUHGHSUHFLDWHG
RQDVWUDLJKWOLQHEDVLVRYHUWKHLUH[SHFWHGXVHIXOOLYHVXSWRDPD[LPXPRI
%XLOGLQJV
\HDUV
5HIXUELVKPHQWV \HDUV
/HDVHKROGODQGLVGHSUHFLDWHGRYHUWKHOLIHRIWKHOHDVHXSWRDPD[LPXPRI\HDUV
1RGHSUHFLDWLRQLVFKDUJHGRQDVVHWVLQWKHFRXUVHRIFRQVWUXFWLRQ
(TXLSPHQW
(TXLSPHQWLQFOXGLQJFRPSXWHUVDQGVRIWZDUHFRVWLQJPRUHWKDQ SHULQGLYLGXDOLWHPRUIRUJURXSVRI
LQWHUUHODWHGLWHPVDUHFDSLWDOLVHG(TXLSPHQWEHORZWKLVWKUHVKROGLVUHFRJQLVHGDVH[SHQGLWXUHXQOHVVWKHSXUFKDVH
KDVEHHQPDGHZLWKDFDSLWDOJUDQWRULVSXUFKDVHGDORQJVLGHVLPLODUDVVHWVDVSDUWRIDVLJQLILFDQWUHSODFHPHQWRU
LQYHVWPHQWSURMHFW
&DSLWDOLVHGHTXLSPHQWLVVWDWHGDWFRVWDQGGHSUHFLDWHGRYHULWVH[SHFWHGXVHIXOOLIHDVIROORZV
&RPSXWHU(TXLSPHQW
\HDUV
(TXLSPHQW
\HDUV
0RWRU9HKLFOHV
\HDUV
'HSUHFLDWLRQPHWKRGVXVHIXOOLYHVDQGUHVLGXDOYDOXHVDUHUHYLHZHGDWWKHGDWHRISUHSDUDWLRQRIHDFK%DODQFH6KHHW
%RUURZLQJFRVWV
%RUURZLQJFRVWVDUHUHFRJQLVHGDVH[SHQGLWXUHLQWKHSHULRGLQZKLFKWKH\DUHLQFXUUHG

ϯϯ

6WDWHPHQWRI$FFRXQWLQJ3ROLFLHV FRQWLQXHG
IRUWKH\HDUHQGHG-XO\
 ,QYHVWPHQWV
1RQFXUUHQWDVVHWLQYHVWPHQWVDUHKHOGRQWKH%DODQFH6KHHWDWDPRUWLVHGFRVWOHVVLPSDLUPHQW
 &DVKDQGFDVKHTXLYDOHQWV
&DVKLQFOXGHVFDVKLQKDQGGHSRVLWVUHSD\DEOHRQGHPDQGDQGRYHUGUDIWV'HSRVLWVDUHUHSD\DEOHRQGHPDQGLIWKH\DUHLQ
SUDFWLFHDYDLODEOHZLWKLQKRXUVZLWKRXWSHQDOW\
&DVKHTXLYDOHQWVDUHVKRUWWHUPKLJKO\OLTXLGLQYHVWPHQWVWKDWDUHUHDGLO\FRQYHUWLEOHWRNQRZQDPRXQWVRIFDVKZLWK
LQVLJQLILFDQWULVNRIFKDQJHLQYDOXH
 3URYLVLRQVFRQWLQJHQWOLDELOLWLHVDQGFRQWLQJHQWDVVHWV
3URYLVLRQVDUHUHFRJQLVHGLQWKHILQDQFLDOVWDWHPHQWVZKHQ
D WKH8QLYHUVLW\KDVDSUHVHQWREOLJDWLRQ OHJDORUFRQVWUXFWLYH DVDUHVXOWRIDSDVWHYHQW
E LWLVSUREDEOHWKDWDQRXWIORZRIHFRQRPLFEHQHILWVZLOOEHUHTXLUHGWRVHWWOHWKHREOLJDWLRQDQG
F DUHOLDEOHHVWLPDWHFDQEHPDGHRIWKHDPRXQWRIWKHREOLJDWLRQ
7KHDPRXQWUHFRJQLVHGDVDSURYLVLRQLVGHWHUPLQHGE\GLVFRXQWLQJWKHH[SHFWHGIXWXUHFDVKIORZVDWDSUHWD[UDWHWKDW
UHIOHFWVULVNVVSHFLILFWRWKHOLDELOLW\
$FRQWLQJHQWOLDELOLW\DULVHVIURPDSDVWHYHQWWKDWJLYHVWKH8QLYHUVLW\DSRVVLEOHREOLJDWLRQZKRVHH[LVWHQFHZLOORQO\EH
FRQILUPHGE\WKHRFFXUUHQFHRURWKHUZLVHRIXQFHUWDLQIXWXUHHYHQWVQRWZKROO\ZLWKLQWKHFRQWURORIWKH8QLYHUVLW\&RQWLQJHQW
OLDELOLWLHVDOVRDULVHLQFLUFXPVWDQFHVZKHUHDSURYLVLRQZRXOGRWKHUZLVHEHPDGHEXWHLWKHULWLVQRWSUREDEOHWKDWDQRXWIORZRI
UHVRXUFHVZLOOEHUHTXLUHGRUWKHDPRXQWRIWKHREOLJDWLRQFDQQRWEHPHDVXUHGUHOLDEO\
$FRQWLQJHQWDVVHWDULVHVZKHUHDQHYHQWKDVWDNHQSODFHWKDWJLYHVWKH8QLYHUVLW\DSRVVLEOHDVVHWZKRVHH[LVWHQFHZLOORQO\
EHFRQILUPHGE\WKHRFFXUUHQFHRURWKHUZLVHRIXQFHUWDLQIXWXUHHYHQWVQRWZKROO\ZLWKLQWKHFRQWURORIWKH8QLYHUVLW\
&RQWLQJHQWDVVHWVDQGOLDELOLWLHVDUHQRWUHFRJQLVHGLQWKH%DODQFH6KHHWEXWDUHGLVFORVHGLQWKHQRWHV
 7D[DWLRQ
7KH8QLYHUVLW\LVDQH[HPSWFKDULW\ZLWKLQWKHPHDQLQJRI3DUWRIWKH&KDULWLHV$FWDQGDVVXFKLVDFKDULW\ZLWKLQWKH
PHDQLQJRI6HFWLRQ  RIWKH,QFRPHDQG&RUSRUDWLRQ7D[HV$FW7KH8QLYHUVLW\LVUHFRJQLVHGDVDFKDULW\E\+0
5HYHQXH &XVWRPV,WLVWKHUHIRUHDFKDULW\ZLWKLQWKHPHDQLQJRI3DUDRIVFKHGXOHWRWKH)LQDQFH$FWDQG
DFFRUGLQJO\WKH8QLYHUVLW\LVSRWHQWLDOO\H[HPSWIURPWD[DWLRQLQUHVSHFWRILQFRPHRUFDSLWDOJDLQVUHFHLYHGZLWKLQFDWHJRULHV
FRYHUHGE\VHFWLRQRIWKH&RUSRUDWLRQ7D[$FW &7$ RUVHFWLRQRIWKH7D[DWLRQRI&KDUJHDEOH*DLQV
$FWWRWKHH[WHQWWKDWVXFKLQFRPHRUJDLQVDUHDSSOLHGWRH[FOXVLYHO\FKDULWDEOHSXUSRVHV
7KH8QLYHUVLW\UHFHLYHVQRVLPLODUH[HPSWLRQLQUHVSHFWRI9DOXH$GGHG7D[,UUHFRYHUDEOH9$7RQLQSXWVLVLQFOXGHGLQWKH
FRVWVRIVXFKLQSXWV$Q\LUUHFRYHUDEOH9$7DOORFDWHGWRIL[HGDVVHWVLVLQFOXGHGLQWKHLUFRVW
7KH8QLYHUVLW\¶VVXEVLGLDU\LVOLDEOHWR&RUSRUDWLRQ7D[LQWKHVDPHZD\DVDQ\RWKHUFRPPHUFLDORUJDQLVDWLRQ

'HIHUUHGWD[LVSURYLGHGLQIXOORQWLPLQJGLIIHUHQFHVZKLFKUHVXOWLQDQREOLJDWLRQDWWKHEDODQFHVKHHWGDWHWRSD\PRUHWD[RU
DULJKWWRSD\OHVVWD[DWDIXWXUHGDWHDWUDWHVH[SHFWHGWRDSSO\ZKHQWKH\FU\VWDOOLVHEDVHGRQFXUUHQWUDWHVDQGODZ7LPLQJ
GLIIHUHQFHVDULVHIURPWKHLQFOXVLRQRILWHPVRILQFRPHDQGH[SHQGLWXUHLQWD[DWLRQFRPSXWDWLRQVLQSHULRGVGLIIHUHQWIURPWKRVH
LQZKLFKWKH\DUHLQFOXGHGLQILQDQFLDOVWDWHPHQWV'HIHUUHGWD[DVVHWVDUHPRUHOLNHO\WKDQQRWWREHUHFRYHUHG'HIHUUHGWD[
DVVHWVDQGOLDELOLWLHVDUHQRWGLVFRXQWHG
 5HVHUYHV
5HVHUYHVDUHFODVVLILHGDVUHVWULFWHGRUXQUHVWULFWHG5HVWULFWHGUHVHUYHVLQFOXGHEDODQFHVZKHUHWKHGRQRUKDVGHVLJQDWHGD
VSHFLILFSXUSRVHDQGWKHUHIRUHWKH8QLYHUVLW\LVUHVWULFWHGLQWKHXVHRIWKHVHIXQGV

ϯϰ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\
<HDU(QGHG <HDU(QGHG
-XO\
-XO\
&RQVROLGDWHG &RQVROLGDWHG 
8QLYHUVLW\
8QLYHUVLW\
1RWHV


















5HFXUUHQWJUDQW
+LJKHU(GXFDWLRQ)XQGLQJ&RXQFLO
1DWLRQDO&ROOHJHIRU7HDFKLQJDQG/HDGHUVKLS







6SHFLILFJUDQWV
+LJKHU(GXFDWLRQ)XQGLQJ&RXQFLO
1DWLRQDO&ROOHJHIRU7HDFKLQJDQG/HDGHUVKLS
+LJKHU(GXFDWLRQ)XQGLQJ&RXQFLO&DSLWDOJUDQWUHOHDVH





















































7XLWLRQIHHVDQGHGXFDWLRQFRQWUDFWV
)XOOWLPHKRPHDQG(8VWXGHQWV
)XOOWLPHLQWHUQDWLRQDOVWXGHQWV
3DUWWLPHVWXGHQWV
(GXFDWLRQ&RQWUDFWV 1+6





)XQGLQJERG\JUDQWV

5HVHDUFKJUDQWVDQGFRQWUDFWV
5HVHDUFKFRXQFLOV FKDULWLHV



2WKHULQFRPH
5HVLGHQFHV
&DWHULQJ
&RQIHUHQFHV
2WKHUFDSLWDOJUDQWV
2WKHULQFRPH



,QYHVWPHQWLQFRPH
,QYHVWPHQWLQFRPHRQUHVWULFWHGUHVHUYHV
2WKHULQYHVWPHQWLQFRPH



'RQDWLRQVDQGHQGRZPHQWV
'RQDWLRQVZLWKUHVWULFWLRQV
8QUHVWULFWHGGRQDWLRQV

ϯϱ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\
<HDU(QGHG
-XO\
&RQVROLGDWHG 
8QLYHUVLW\


<HDU(QGHG
-XO\
&RQVROLGDWHG 
8QLYHUVLW\























6WDIIFRVWV
6WDII&RVWV
6DODULHV
6RFLDOVHFXULW\FRVWV
2FFXSDWLRQDO3HQVLRQ6FKHPH&RVWV
(PSOR\HU&RQWULEXWLRQV
)56$GMXVWPHQWV
5HVWUXFWXULQJ&RVWV
7RWDO

,QFOXGHGZLWKLQUHVWUXFWXULQJFRVWVLVDQDPRXQWRI PUHODWLQJWRIXQGDPHQWDOUHVWUXFWXULQJFRVWV  QLO 
VKRZQVHSDUDWHO\RQ62&,

(PROXPHQWVRIWKH9LFH&KDQFHOORUV
6DODU\
7RWDOH[FOXGLQJSHQVLRQFRVWV
(PSOR\HUSHQVLRQFRQWULEXWLRQV
7RWDOLQFOXGLQJSHQVLRQFRVWV

<HDU(QGHG
-XO\

<HDU(QGHG
-XO\











7KHHPROXPHQWVGLVFORVHGIRUUHODWHLQIXOOWRWKH8QLYHUVLW\ VFXUUHQW9LFH&KDQFHOORU3URIHVVRU-XOLH
0HQQHOO UROHEHJDQ$XJXVW 7KHFRPSRUDWLYHILJXUHVIRUUHODWHLQIXOOWRWKHWKH8QLYHUVLW\ VIRUPHU
9LFH&KDQFHOORU3URIHVVRU3HWHU6WULNH UROHHQGHG-XO\ 
+()&( V$FFRXQWV'LUHFWLRQUHTXLUHVWKDWWKH8QLYHUVLW\GHVFULEHVDQ\VDODU\VDFULILFHDUUDQJHPHQWV
UHODWLQJWRWKH9LFH&KDQFHOORU,QDQGWKH9LFH&KDQFHOORUVSDUWLFLSDWHGLQWKH8QLYHUVLW\ V
VDODU\VDFULILFHVFKHPHIRURQFDPSXVFDUSDUNLQJ
5HPXQHUDWLRQRIRWKHUKLJKHUSDLGVWDIIVKRZQEHIRUHVDODU\VDFULILFH

WR
WR
WR
WR
WR







&RPSHQVDWLRQIRUORVVRIRIILFHSD\DEOHWRVHQLRUSRVWKROGHUV

&RPSHQVDWLRQSD\DEOHUHFRUGHGZLWKLQVWDIIFRVWV
1XPEHURIVWDIISDLG
$YHUDJHVWDIIQXPEHUVE\FDWHJRU\
$FDGHPLF
$FDGHPLFVXSSRUWDQGRWKHUVXSSRUWVWDII

ϯϲ

<HDU(QGHG
-XO\

<HDU(QGHG
-XO\

1R







1R







<HDU(QGHG
-XO\

<HDU(QGHG
-XO\







EƵŵďĞƌ

EƵŵďĞƌ





1R




1R




1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\


6WDIIFRVWV &RQWLQXHG
.H\PDQDJHPHQWSHUVRQQHO
:KLOHWKHRYHUVLJKWFRQWURODQGJRYHUQDQFHRIWKH8QLYHUVLW\LVWKHUHVSRQVLELOLW\RIWKH8QLYHUVLW\%RDUGRI
'LUHFWRUVWKHGD\WRGD\RSHUDWLRQVZHUHOHGDQGPDQDJHGE\WKH9LFH&KDQFHOORUDQGPHPEHUVRIWKH
8QLYHUVLW\([HFXWLYH*URXS,QWKLVFRPSULVHGRIWKH9LFH&KDQFHOORU'HSXW\9LFH&KDQFHOORU3UR
YLFH&KDQFHOORU&KLHI2SHUDWLQJ2IILFHU5HJLVWUDUDQG6HFUHWDU\'LUHFWRURI)LQDQFHDQG5HVRXUFHVWKH
'LUHFWRURI6WXGHQWDQG6WDII6HUYLFHVDQGWKH([HFXWLYH'HDQ
7KHILJXUHVEHORZLQFOXGHJURVVVDODULHVHPSOR\HU VSHQVLRQFRQWULEXWLRQVDQGSD\PHQWVWRDQDJHQF\
<HDUHQGHG <HDUHQGHG
-XO\
-XO\


.H\PDQDJHPHQWSHUVRQQHOFRPSHQVDWLRQ





7KHPHPEHUVRIWKH8QLYHUVLW\%RDUGRI'LUHFWRUVDUHWKHWUXVWHHVIRUFKDULWDEOHODZSXUSRVHV1RWUXVWHH
UHFHLYHGDQ\UHPXQHUDWLRQRUZDLYHGSD\PHQWVIURPWKH8QLYHUVLW\GXULQJWKH\HDU7KHWRWDOH[SHQVHVSDLG
WRRURQEHKDOIRIWUXVWHHVZDV    7KLVUHODWHVWRWUDYHODQGVXEVLVWHQFHH[SHQVHV
LQFXUUHGLQWKHLURIILFLDOFDSDFLW\LQDWWHQGLQJ%RDUG0HHWLQJV%RDUG&RPPLWWHHVDQGPHHWLQJVUHODWHGWRWKHLU
UROHVDVWUXVWHHV
<HDU(QGHG <HDU(QGHG
-XO\
-XO\
&RQVROLGDWHG &RQVROLGDWHG 
8QLYHUVLW\
8QLYHUVLW\
1RWHV




,QWHUHVWDQGRWKHUILQDQFHFRVWV
/RDQLQWHUHVW
)LQDQFHOHDVHLQWHUHVW
1HWFKDUJHRQ/RFDO*RYHUQPHQW3HQVLRQ6FKHPH
1HWFKDUJHRQHQKDQFHGSHQVLRQSURYLVLRQ


















































$QDO\VLVRIWRWDOH[SHQGLWXUHE\DFWLYLW\
$FDGHPLFGHSDUWPHQWVDQGVHUYLFHV
$GPLQLVWUDWLRQDQGFHQWUDOVHUYLFHVRSHUDWLRQV
$GPLQLVWUDWLRQDQGFHQWUDOVHUYLFHV5HVWUXFWXULQJ
$GPLQLVWUDWLRQDQGFHQWUDOVHUYLFHV3HQVLRQDGMXVWPHQWV
3UHPLVHV
5HVLGHQFHVFDWHULQJDQGFRQIHUHQFHV
,PSDLUPHQWV
5HVHDUFKJUDQWVDQGFRQWUDFWV
2WKHUH[SHQVHV

2WKHURSHUDWLQJH[SHQVHVLQFOXGH
([WHUQDODXGLWRUVUHPXQHUDWLRQLQUHVSHFWRIDXGLWVHUYLFHV
([WHUQDODXGLWRUVUHPXQHUDWLRQLQUHVSHFWRIQRQDXGLWVHUYLFHV
2SHUDWLQJOHDVHUHQWDOV
/DQGDQGEXLOGLQJV
2WKHU

ϯϳ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\


)L[HG$VVHWV
$VVHWVLQWKH
&RXUVHRI
&RQVWUXFWLRQ

)UHHKROG/DQG
DQG%XLOGLQJV

(TXLSPHQW









&RVWRUYDOXDWLRQ
$W$XJXVW
$GGLWLRQV
5HFODVVLILHGDVIL[HGDVVHW
7UDQVIHUV
6XUSOXVRQUHYDOXDWLRQ
'LVSRVDOV
$W-XO\

































&RQVLVWLQJRIYDOXDWLRQDVDW
-XO\

























































7RWDO

&RQVROLGDWHGDQG8QLYHUVLW\

'HSUHFLDWLRQ
$W$XJXVW
&KDUJHIRUWKH\HDU
5HFODVVLILHGDVIL[HGDVVHW
7UDQVIHUV
:ULWWHQEDFNRQUHYDOXDWLRQ
'LVSRVDOV
$W-XO\
1HWERRNYDOXH
$W-XO\
$W-XO\

$W-XO\IUHHKROGODQGDQGEXLOGLQJVLQFOXGHG P  P LQUHVSHFWRIIUHHKROGODQG
DQGLVQRWGHSUHFLDWHG
/HDVHGDVVHWVLQFOXGHGDERYH
1HW%RRN9DOXH
$W-XO\









$W-XO\









/DQGDQG%XLOGLQJV5HYDOXDWLRQ
7KH8QLYHUVLW\ VODQGDQGEXLOGLQJVZHUHUHYDOXHGDVDW-XO\E\*HUDOG(YH//3&KDUWHUHG6XUYH\RUVDWIDLUYDOXHLQ
DFFRUGDQFHZLWK)566SHFLDOLVHGSURSHUWLHVKDYHEHHQYDOXHGDWGHSUHFLDWHGUHSODFHPHQWFRVWZLWKUHVLGHQWLDOSURSHUWLHV
WKDWDUHQRWGHHPHGWREHVSHFLDOLVHGDQGSURSHUW\KHOGIRUVDOHYDOXHGDWPDUNHWYDOXH7KLVYDOXDWLRQOHGWRDJDLQLQODQGDQG
EXLOGLQJYDOXHVRI PSDUWLDOO\RIIVHWE\ PRIUHGXFWLRQLQYDOXHVRIZKLFK PZDVFKDUJHGWRWKH6WDWHPHQWRI
&RPSUHKHQVLYH,QFRPHDVDQLPSDLUPHQW7KHQHWRYHUDOOJDLQLQODQGDQGEXLOGLQJYDOXHVZDV P
$VVHWVKHOGIRU6DOH
$W-XO\WKHUHZHUHODQGDQGEXLOGLQJVZLWKQHWERRNYDOXHRI P  P ZLWKLQ&XUUHQWDVVHWVRQWKHEDODQFH
VKHHW7KHYDOXHVRIWKHVHODQGDQGEXLOGLQJVKHOGIRUVDOHDUHQRWLQFOXGHGDERYH7KHODQGDQGEXLOGLQJVDUHQRORQJHULQXVHE\
WKH8QLYHUVLW\DUHQRWEHLQJUHSODFHGDQGWKHUHLVDFRPPLWPHQWWRVHOOWKHVHDVVHWV
)LQDQFH/HDVHV
&RQVROLGDWHGIL[WXUHVILWWLQJVDQGHTXLSPHQWLQFOXGHDVVHWVKHOGXQGHUILQDQFHOHDVHVDVIROORZV
<HDU(QGHG
-XO\






&RVW
$FFXPXODWHGGHSUHFLDWLRQ
&KDUJHIRU\HDU
1HWERRNYDOXH

ϯϴ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\



1RQ&XUUHQW,QYHVWPHQWV
<HDU(QGHG-XO\ <HDU(QGHG-XO\
&RQVROLGDWHG 8QLYHUVLW\ &RQVROLGDWHG 8QLYHUVLW\

6XEVLGLDU\&RPSDQLHV

























7KH8QLYHUVLW\RZQVRIWKHVKDUHFDSLWDORILWVVXEVLGLDU\8R&7UDGLQJ/LPLWHG7KLVFRPSDQ\GLGQRW
WUDGHLQRU



7UDGHDQGRWKHUUHFHLYDEOHV
<HDUHQGHG-XO\
<HDUHQGHG-XO\
&RQVROLGDWHG 8QLYHUVLW\ &RQVROLGDWHG 8QLYHUVLW\








2WKHUWUDGHUHFHLYDEOHV









3UHSD\PHQWVDQGDFFUXHGLQFRPH













$PRXQWVIDOOLQJGXHZLWKLQRQH\HDU

ϯϵ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\


&UHGLWRUVDPRXQWVIDOOLQJGXHZLWKLQRQH\HDU
<HDUHQGHG-XO\
&RQVROLGDWHG 8QLYHUVLW\

6HFXUHGORDQV
8QVHFXUHGORDQV
2EOLJDWLRQVXQGHUILQDQFHOHDVHV
7UDGHSD\DEOHV
6RFLDOVHFXULW\DQGRWKHUWD[DWLRQSD\DEOH

<HDUHQGHG-XO\
&RQVROLGDWHG

8QLYHUVLW\

















































































$FFUXDOVDQGGHIHUUHGLQFRPH
'HIHUUHGLQFRPHFDSLWDOJUDQWV
$PRXQWVGXHWRVXEVLGLDU\FRPSDQLHV

'HIHUUHGLQFRPH
,QFOXGHGZLWKDFFUXDOVDQGGHIHUUHGLQFRPHDUHWKHIROORZLQJLWHPVRILQFRPHZKLFKKDYHEHHQGHIHUUHG
XQWLOVSHFLILFSHUIRUPDQFHUHODWHGFRQGLWLRQVKDYHEHHQPHW
<HDUHQGHG-XO\
&RQVROLGDWHG 8QLYHUVLW\
*UDQWLQFRPH



<HDUHQGHG-XO\
&RQVROLGDWHG

8QLYHUVLW\





















&UHGLWRUVDPRXQWVIDOOLQJGXHDIWHUPRUHWKDQRQH\HDU
<HDUHQGHG-XO\

<HDUHQGHG-XO\

&RQVROLGDWHG 8QLYHUVLW\


6HFXUHGORDQV

8QLYHUVLW\









































8QVHFXUHGORDQV
'HIHUUHGLQFRPH
'HIHUUHGLQFRPHFDSLWDOJUDQWV

&RQVROLGDWHG



$PRXQWVLQFOXGHGZLWKLQGHIHUUHGLQFRPHFDSLWDOJUDQWVUHODWHWRFDSLWDOIXQGLQJZKLFKKDVEHHQUHFHLYHGDQG
LVWREHUHOHDVHGDVDQRQFDVKWUDQVDFWLRQRYHUWKHOLIHRILW VFRUUHVSRQGLQJDVVHWV
$QDO\VLVRIVHFXUHGDQGXQVHFXUHGORDQV
'XHZLWKLQRQH\HDURURQGHPDQG 1RWH









'XHEHWZHHQRQHDQGWZR\HDUV









'XHEHWZHHQWZRDQGILYH\HDUV









'XHLQILYH\HDUVRUPRUH









'XHDIWHUPRUHWKDQRQH\HDU









7RWDOVHFXUHGDQGXQVHFXUHGORDQV









ϰϬ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\
 &UHGLWRUVDPRXQWVIDOOLQJGXHDIWHUPRUHWKDQRQH\HDU FRQWLQXHG
,QFOXGHGLQORDQVDUHWKHIROORZLQJORDQVPDGHWRWKH8QLYHUVLW\
/HQGHU

7HUP

%DUFOD\V
%DUFOD\V
&XPEULD&RXQW\&RXQFLO



,QGHILQLWH UHGXFLQJ
EDODQFH

$PRXQW





,QWHUHVWUDWH
6HFXULW\

YDULDEOH 8QVHFXUHG
IL[HG 8QVHFXUHG
YDULDEOH 8QVHFXUHG
 8QVHFXUHG
 8QVHFXUHG

+()&(





+()&(






7RWDO

'XULQJWKH\HDUWKHVHFXULW\RQERWK%DUFOD\VORDQVZDVOLIWHG%RWKWKHVHORDQVDUHQRZXQVHFXUHG
 3URYLVLRQVIRUOLDELOLWLHV
&RQVROLGDWHGDQG8QLYHUVLW\
/*36
3HQVLRQ

$W$XJXVW
8WLOLVHGLQ\HDU
$GGLWLRQVLQ
8QXVHGDPRXQWVUHYHUVHGLQ
1HW)56FRVWVWR,QFRPHDQG([SHQGLWXUH
$FWXDULDOJDLQ
$W-XO\

3HQVLRQ
(QKDQFHPHQW

2QHURXV
/HDVHV

/HDVHKROG
'LODSLGDWLRQ









































2WKHU



7RWDO


 






 
 
 

3HQVLRQHQKDQFHPHQW
7KHHQKDQFHGSHQVLRQSURYLVLRQUHODWHVWROLDELOLWLHVWRIRUPHUVWDIIIURPZKLFKWKH8QLYHUVLW\FDQQRWUHDVRQDEO\
ZLWKGUDZDWWKHEDODQFHVKHHWGDWH,QFDOFXODWLQJWKHSURYLVLRQIRUHQKDQFHGSHQVLRQFRVWVXQGHU)LQDQFLDO5HSRUWLQJ
6WDQGDUG5HWLUHPHQW%HQHILWVDQLQWHUHVWUDWHRI  DQGDQHWLQWHUHVWUDWHRI 
 KDYHEHHQDVVXPHG
2QHURXV/HDVHV
7KH8QLYHUVLW\SURYLGHG PLQLQUHVSHFWRIWKHIXWXUHFRVWVZKLFKDUHUHODWHGWRVHYHUDOSURSHUW\OHDVHVLW
KROGV7KLVSURYLVLRQZDVPDGHXQGHU)56GXHWRWKHIDFWWKDWWKHVHIXWXUHFRVWVDUHXQDYRLGDEOHDQGUHSUHVHQWDQ
RQHURXVREOLJDWLRQWRWKH8QLYHUVLW\IURPZKLFKLWH[SHFWHGWRGHULYHQRHFRQRPLFEHQHILW'XULQJWKH\HDURQHRIWKHVH
OHDVHVZDVVHWWOHGHDUO\UHVXOWLQJLQWKHUHOHDVHRILWVUHPDLQLQJSURYLVLRQ NRIWKHSURYLVLRQUHPDLQLQJUHODWHVWR
RQHOHDVHHQGLQJLQ$SULO
/HDVHKROG'LODSLGDWLRQ
7KH8QLYHUVLW\SURYLGHG PLQLQUHVSHFWRIWKHOLDELOLW\IRUGLODSLGDWLRQVZRUNVDWWZROHDVHGSURSHUWLHV
7KLVSURYLVLRQKDVEHHQUHGXFHGGXULQJWKH\HDUWR N$QDGGLWLRQDOOLDELOLW\IRUGLODSLGDWLRQVKDVEHHQSURYLGHGIRU
LQIRURQHSURSHUW\WRWDOOLQJ P

ϰϭ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\
 5HVWULFWHG5HVHUYHV
5HVHUYHVZLWKUHVWULFWLRQVDUHDVIROORZV

2SHQLQJEDODQFH


7RWDO



7RWDO






1HZGRQDWLRQV
,QYHVWPHQWLQFRPH
'RQDWLRQV5HWXUQHG
([SHQGLWXUH
'HFUHDVH LQFUHDVHLQPDUNHWYDOXHRILQYHVWPHQWV













7RWDOUHVWULFWHGFRPSUHKHQVLYHLQFRPHIRUWKH\HDU










7RWDO






7RWDO









&ORVLQJEDODQFH

$QDO\VLVRIRWKHUUHVWULFWHGIXQGVGRQDWLRQVE\W\SHRISXUSRVH
+DUGVKLS6XSSRUW
6WXG\6XSSRUW
3UL]HIXQGV

 &DVKDQGFDVKHTXLYDOHQWV
1RWHV

$WVW$XJXVW




&RQVROLGDWHG
&DVKDQGFDVKHTXLYDOHQWV



&DVK
)ORZV




$WVW-XO\





 &DSLWDODQGRWKHUFRPPLWPHQWV
3URYLVLRQKDVQRWEHHQPDGHIRUWKHIROORZLQJFDSLWDOFRPPLWPHQWVDW-XO\
-XO\

-XO\

&RQVROLGDWHG &RQVROLGDWHG 
8QLYHUVLW\
8QLYHUVLW\

&RPPLWPHQWVFRQWUDFWHGIRU















ϰϮ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\


/HDVHREOLJDWLRQV
7RWDOUHQWDOVSD\DEOHXQGHURSHUDWLQJOHDVHV
-XO\
/DQGDQG 2WKHUOHDVHV
%XLOGLQJV


3D\DEOHGXULQJWKH\HDU
)XWXUHPLQLPXPOHDVHSD\PHQWVGXH
1RWODWHUWKDQ\HDU
/DWHUWKDQ\HDUDQGQRWODWHUWKDQ\HDUV
/DWHUWKDQ\HDUV
7RWDOOHDVHSD\PHQWVGXH



7RWDO

-XO\
7RWDO

































6XEVLGLDU\XQGHUWDNLQJV
7KH8QLYHUVLW\RZQVRIWKHVKDUHFDSLWDORILWVVXEVLGLDU\8R&7UDGLQJ/LPLWHGZKLFKLVLQFRUSRUDWHGLQ
WKH8QLWHG.LQJGRP7KLVFRPSDQ\GLGQRWWUDGHLQRU



5HODWHG3DUW\7UDQVDFWLRQV

7KH8QLYHUVLW\ V%RDUGRI'LUHFWRUVDQG([HFXWLYH*URXSIRUPDOO\GHFODUHDOOLQWHUHVWVRXWVLGHRIWKHLUUROHZLWK
WKH8QLYHUVLW\RQDQDQQXDOEDVLV6SHFLILFGHFODUDWLRQVDUHDOVRPDGHDQGPLQXWHGLIDQ\VXFKLQWHUHVWVUHODWH
WRGHFLVLRQVWKDWWKH8QLYHUVLW\LVWDNLQJ,QVXFKFDVHVFOHDUSURFHGXUHVDUHLQSODFHWRDYRLGDQ\FRQIOLFWRI
LQWHUHVWDQGWRHQVXUHSURSULHW\
$UHYLHZRIWKHVHGHFODUDWLRQVKDVFRQILUPHGWKDWWKHUHZHUHQRUHODWHGSDUW\WUDQVDFWLRQVDVGHILQHGXQGHU
)56  LQHLWKHUGLUHFWO\EHWZHHQWKH8QLYHUVLW\DQGLWV'LUHFWRUVRUPHPEHUVRIWKH([HFXWLYH
*URXSRUZLWKRWKHUHQWLWLHVLQZKLFKWKH\KDYHGHFODUHGDQLQWHUHVW
7KH*URXSKDVDSSOLHGWKHH[HPSWLRQVHWRXWLQ)56  DQGKDVQRWGLVFORVHGWUDQVDFWLRQVZLWKLWV
VXEVLGLDU\

ϰϯ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\

 3HQVLRQ6FKHPHV
'LIIHUHQWFDWHJRULHVRIVWDIIZHUHHOLJLEOHWRMRLQRQHRIWZRGLIIHUHQWVFKHPHV
7HDFKHU V3HQVLRQ6FKHPHRI(QJODQGDQG:DOHV 736 
/RFDO*RYHUQPHQW3HQVLRQ6FKHPH/DQFDVKLUH&RXQW\3HQVLRQ)XQG /*36 
7KHSHQVLRQFRVWVIRUWKH8QLYHUVLW\DQGLWVVXEVLGLDULHVZHUH
<HDUHQGHG-XO\
7RWDO
(PSOR\HU
)56
3HQVLRQ
&RQWULEXWLRQV $GMXVWPHQWV &RVWV

736
/*36
7RWDO3HQVLRQ&RVWV













<HDUHQGHG-XO\
7RWDO
(PSOR\HU
)56
3HQVLRQ
&RQWULEXWLRQV $GMXVWPHQWV &RVWV













736
7KH7HDFKHUV 3HQVLRQ6FKHPH 736 LVDVWDWXWRU\FRQWULEXWRU\GHILQHGEHQHILWVFKHPHJRYHUQHGE\WKH
7HDFKHUV 3HQVLRQV5HJXODWLRQVDQGIURP$SULOE\WKH7HDFKHUV¶3HQVLRQ6FKHPH5HJXODWLRQV

$OWKRXJKPHPEHUVPD\EHHPSOR\HGE\YDULRXVERGLHVWKHLUUHWLUHPHQWDQGRWKHUSHQVLRQEHQHILWVDUHVHWRXW
LQUHJXODWLRQVPDGHXQGHUWKH6XSHUDQQXDWLRQ$FWDQGDUHSDLGE\SXEOLFIXQGVSURYLGHGE\3DUOLDPHQW
7KH736LVDQXQIXQGHGVFKHPHDQGPHPEHUVFRQWULEXWHRQD SD\DV\RXJR EDVLV±WKHVHFRQWULEXWLRQV
DORQJZLWKWKRVHPDGHE\HPSOR\HUVDUHFUHGLWHGWRWKH([FKHTXHUXQGHUDUUDQJHPHQWVJRYHUQHGE\WKHDERYH
$FW
7KH7HDFKHUV 3HQVLRQV5HJXODWLRQVUHTXLUHDQDQQXDODFFRXQWWKH7HDFKHUV 3HQVLRQ%XGJHWLQJDQG
9DOXDWLRQ$FFRXQWWREHNHSWRIUHFHLSWVDQGH[SHQGLWXUH LQFOXGLQJWKHFRVWRISHQVLRQLQFUHDVHV )URP
$SULOWKH$FFRXQWKDVEHHQFUHGLWHGZLWKDUHDOUDWHRIUHWXUQZKLFKLVHTXLYDOHQWWRDVVXPLQJWKDWWKH
EDODQFHLQWKH$FFRXQWLVLQYHVWHGLQQRWLRQDOLQYHVWPHQWVWKDWSURGXFHWKDWUHDOUDWHRIUHWXUQ
8QGHUWKHGHILQLWLRQVVHWRXWLQ)LQDQFLDO5HSRUWLQJ6WDQGDUG )56 WKH736LVDPXOWLHPSOR\HU
GHILQHGEHQHILWVFKHPH7KH8QLYHUVLW\LVXQDEOHWRLGHQWLI\LWVVKDUHRIWKHXQGHUO\LQJDVVHWVDQGOLDELOLWLHVRI
WKHVFKHPH$FFRUGLQJO\WKH8QLYHUVLW\KDVWDNHQDGYDQWDJHRIWKHH[HPSWLRQLQ)56DQGKDVDFFRXQWHG
IRUWKHFRQWULEXWLRQVDVWKRXJKLWZHUHDGHILQHGFRQWULEXWLRQVFKHPH
7KHODWHVWDFWXDULDOUHYLHZRIWKH736ZDVFDUULHGRXWDVDW0DUFKDQGLQDFFRUGDQFHZLWK7KH3XEOLF
6HUYLFH3HQVLRQV 9DOXDWLRQVDQG(PSOR\HU&RVW&DS 'LUHFWLRQV7KHYDOXDWLRQUHSRUWZDVSXEOLVKHGE\
WKH'HSDUWPHQWIRU(GXFDWLRQRQ-XQH7KHNH\UHVXOWVRIWKHYDOXDWLRQDUH
(PSOR\HUFRQWULEXWLRQUDWHVIURP6HSWHPEHULQFUHDVHGWRRISHQVLRQDEOHSD\ LQFOXGLQJD
OHY\IRUDGPLQLVWUDWLRQ 
7RWDOVFKHPHOLDELOLWLHVIRUVHUYLFHWRWKHHIIHFWLYHGDWHRI ELOOLRQDQGQRWLRQDODVVHWVRI ELOOLRQ
JLYLQJDQRWLRQDOSDVWVHUYLFHGHILFLWRI ELOOLRQ
$QHPSOR\HUFRVWFDSRIRISHQVLRQDEOHSD\
7KHWRWDO8QLYHUVLW\FRQWULEXWLRQLQWRWKHVFKHPHLQZDV P  P 

ϰϰ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\


3HQVLRQ6FKHPHV FRQWLQXHG
/*36
7KH/DQFDVKLUH&RXQW\3HQVLRQ)XQGLVDIXQGHGGHILQHGEHQHILWVFKHPHZLWKDVVHWVKHOGLQVHSDUDWH
WUXVWHHDGPLQLVWHUHGIXQGV
7KH HPSOR\HU FRQWULEXWLRQ UDWH LQFUHDVHG IURP  WR  RI SHQVLRQDEOH VDODULHV LQ $SULO  IROORZLQJ
WKH WULHQQLDO YDOXDWLRQ RI WKH VFKHPH 7KH WRWDO FRQWULEXWLRQ RI WKH 8QLYHUVLW\ LQWR WKH VFKHPH LQ  ZDV
P  P  7KLV LQFOXGHG P WKDW ZDV SDLG LQWR WKH 6FKHPH LQ  LQ UHVSHFW RI VWDII
PHPEHUV ZKR OHIW WKH 8QLYHUVLW\ V HPSOR\PHQW IROORZLQJ UHVWUXFWXULQJ DQG ZKR XQGHU WKH 6FKHPH
5HJXODWLRQV ZHUH HQWLWOHG WR DQ XQUHGXFHG SHQVLRQ ,Q DGGLWLRQ ZLWKLQ WKH  WRWDO FRQWULEXWLRQ DUH
P RI SD\PHQWV ZKLFK DUH PDGH LQ RUGHU WR UHFRYHU WKH 8QLYHUVLW\ V VKDUH RI WKH VFKHPH V SDVW VHUYLFH
GHILFLW
7KH VFKHPH LV YDOXHG HYHU\ WKUHH \HDUV E\ SURIHVVLRQDOO\ TXDOLILHG LQGHSHQGHQW DFWXDULHV ZLWK WKH UDWHV RI
FRQWULEXWLRQ SD\DEOH EHLQJ GHWHUPLQHG E\ WKH WUXVWHHV RQ WKH DGYLFH RI WKH DFWXDULHV 7KH UHVXOWV RI WKH
YDOXDWLRQ DV DW  0DUFK  ZHUH UHOHDVHG GXULQJ  DQG WKHVH DUH GHWDLOHG LQ WKH WDEOH EHORZ $V
ZHOO DV VHWWLQJ RXW WKH NH\ DVVXPSWLRQV PDGH E\ WKH DFWXDU\ WKH WDEOH VKRZV WKDW DW  0DUFK  WKHUH
ZDV D VKRUWIDOO RI P DQG WKDW WKH DVVHWV ZHUH VXIILFLHQW WR FRYHU  RI WKH VFKHPH V OLDELOLWLHV 7KLV
UHSUHVHQWVDQGLPSURYHPHQWFRPSDUHGWRWKHSULRUYDOXDWLRQZKLFKFDOFXODWHGDVKRUWIDOORI P

0DUFK
P




/DWHVW$FWXDULDO9DOXDWLRQ
7RWDO$VVHWV
7RWDOOLDELOLWLHV
3DVWVHUYLFHVXUSOXV VKRUWIDOO



)XQGLQJOHYHO







'LVFRXQWUDWH
3HQVLRQLQFUHDVHSHUDQQXP
6DODU\VFDOHLQFUHDVHVSHUDQQXP VKRUWWHUP
6DODU\VFDOHLQFUHDVHVSHUDQQXP ORQJWHUP
3HQVLRQLQFUHDVHVLQSD\PHQW

7KH8QLYHUVLW\KDVDSSOLHG)56DQGWKHIROORZLQJGLVFORVXUHVUHODWHWRWKHDFFRXQWLQJVWDQGDUG7KH
8QLYHUVLW\UHFRJQLVHVDQ\JDLQVRUORVVHVLQHDFKSHULRGLQWKH&RQVROLGDWHG6WDWHPHQWRI&RPSUHKHQVLYH
,QFRPHDQG([SHQGLWXUH7KHPDWHULDODVVXPSWLRQVXVHGE\WKHDFWXDU\DW-XO\ZHUH

3ULFHLQFUHDVHV &3,
6DODU\LQFUHDVHV
3HQVLRQLQFUHDVHV
'LVFRXQWUDWH















/*36 FRQWLQXHG
7KHFXUUHQWPRUWDOLW\DVVXPSWLRQVLQFOXGHVXIILFLHQWDOORZDQFHIRUIXWXUHLPSURYHPHQWVLQPRUWDOLW\UDWHV7KH
DVVXPHGOLIHH[SHFWDWLRQVRQUHWLUHPHQWDWDJHDUH


<HDUV
<HDUV
Retiring today
0DOHV


)HPDOHV


Retiring in twenty years
0DOHV


)HPDOHV



ϰϱ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\
 3HQVLRQ6FKHPHV FRQWLQXHG
6FKHPHDVVHWV
7KHDVVHWVLQWKHVFKHPHZHUH
-XO
P








(TXLWLHV
*RYHUQPHQWERQGV
&RUSRUDWHERQGV
3URSHUW\
&DVK
2WKHU
7RWDO

)DLUYDOXHDVDW
-XO
P








-XO
P








7KHIROORZLQJDPRXQWVDW-XO\ZHUHPHDVXUHGLQDFFRUGDQFHZLWKWKHUHTXLUHPHQWVRI)56
<HDU(QGHG
-XO


<HDU(QGHG
-XO






















,QWHUHVWFRVW
([SHFWHGUHWXUQRQDVVHWV
$GPLQLVWUDWLYHH[SHQVHV
3URILWDQGORVVFKDUJH











7RWDOSURILWDQGORVVFKDUJH





$QDO\VLVRIDFWXDULDOJDLQ ORVV LQUHVSHFWRI6FKHPH
5HPHDVXUHPHQWRIDVVHWV
5HPHDVXUHPHQWRIOLDELOLWLHV
7RWDODFWXDULDOJDLQ ORVV





















$QDO\VLVRIWKHDPRXQWVKRZQLQWKHEDODQFHVKHHWIRU6FKHPH
6FKHPHDVVHWV
6FKHPHOLDELOLWLHV
'HILFLWLQWKHVFKHPH±QHWSHQVLRQOLDELOLW\
UHFRUGHGZLWKLQSHQVLRQSURYLVLRQV 1RWH
$QDO\VLVRIWKHDPRXQWFKDUJHGWRVWDIIFRVWV QRWH 
&XUUHQWVHUYLFHFRVW
(PSOR\HUFRQWULEXWLRQVLQFOXGLQJSHQVLRQVWUDLQSD\PHQWV
&XUWDLOPHQWV
3DVWVHUYLFHFRVWV
3URILWDQGORVVFKDUJH
$QDO\VLVRIWKHDPRXQWFKDUJHGWRLQWHUHVWDQGRWKHUILQDQFHFRVWV QRWH 

0RYHPHQWLQGHILFLWLQWKH\HDU
'HILFLWLQVFKHPHDWEHJLQQLQJRI\HDU
$PRXQWFKDUJHGWRVWDIIFRVWV
$PRXQWFKDUJHGWRLQWHUHVWDQGRWKHUILQDQFHFRVWV
$FWXDULDOJDLQ ORVV
'HILFLWLQVFKHPHDWHQGRI\HDU

ϰϲ

1RWHVWRWKH$FFRXQWV
IRUWKH\HDUHQGHG-XO\
 3HQVLRQ6FKHPHV FRQWLQXHG

+LVWRU\RIH[SHULHQFHJDLQVDQGORVVHV±/*36
-XO
-XO


'LIIHUHQFHEHWZHHQDFWXDODQGH[SHFWHGUHWXUQRQVFKHPHDVVHWV
$PRXQW 


RIDVVHWVDWHQGRI\HDU



$QDO\VLVRIPRYHPHQWLQWKHSUHVHQWYDOXHRI/*36OLDELOLWLHV
3UHVHQWYDOXHRI/*36OLDELOLWLHVDWWKHVWDUWRIWKH\HDU
&XUUHQWVHUYLFHFRVW
,QWHUHVWFRVW
3DVWVHUYLFHFRVW
$FWXDOPHPEHUFRQWULEXWLRQV
$FWXDULDOORVV
&XUWDLOPHQWV
$FWXDOEHQHILWSD\PHQWV
3UHVHQWYDOXHRI/*36OLDELOLWLHVDWWKHHQGRIWKH\HDU

<HDUWR
-XO


-XO


-XO











<HDUWR
-XO


<HDUWR
-XO






















 $FFRXQWLQJHVWLPDWHVDQGMXGJHPHQWV
,QWKHDSSOLFDWLRQRIWKH*URXS VDFFRXQWLQJSROLFLHVPDQDJHPHQWLVUHTXLUHGWRPDNHHVWLPDWHVDQG
MXGJHPHQWVDERXWFRPSOH[WUDQVDFWLRQVRUWKRVHLQYROYLQJXQFHUWDLQW\DERXWIXWXUHHYHQWV
$OWKRXJKMXGJHPHQWVKDYHEHHQPDGHLQSURGXFLQJWKHVHILQDQFLDOVWDWHPHQWVQRQHDUHEHOLHYHGWRKDYHD
VLJQLILFDQWHIIHFWRQWKHDPRXQWVWKDWKDYHEHHQUHFRJQLVHG
7KHILQDQFLDOVWDWHPHQWVFRQWDLQHVWLPDWHGILJXUHVWKDWDUHEDVHGRQWKHDVVXPSWLRQVPDGHE\WKH
8QLYHUVLW\(VWLPDWHVDUHPDGHWDNLQJLQWRDFFRXQWKLVWRULFDOH[SHULHQFHFXUUHQWWUHQGVSURIHVVLRQDODGYLFH
DQGRWKHUUHOHYDQWIDFWRUV+RZHYHUEHFDXVHEDODQFHVFDQQRWEHGHWHUPLQHGZLWKFHUWDLQW\DFWXDOUHVXOWV
FRXOGEHPDWHULDOO\GLIIHUHQWIURPWKHDVVXPSWLRQVDQGHVWLPDWHV
7KHEDODQFHLQWKH8QLYHUVLW\ VEDODQFHVKHHWDW-XO\IRUZKLFKWKHUHLVDVLJQLILFDQWULVNRIDPDWHULDO
DGMXVWPHQWLQWKHIRUWKFRPLQJILQDQFLDO\HDULVWKH/RFDO*RYHUQPHQW3HQVLRQ6FKHPHOLDELOLW\ P 
(VWLPDWLRQRIWKHQHWOLDELOLW\WRSD\SHQVLRQVGHSHQGVRQDQXPEHURIFRPSOH[MXGJHPHQWVUHODWLQJWRWKH
GLVFRXQWUDWHXVHGWKHUDWHDWZKLFKVDODULHVDUHSURMHFWHGWRLQFUHDVHFKDQJHVLQUHWLUHPHQWDJHVPRUWDOLW\
UDWHVDQGH[SHFWHGUHWXUQVRQSHQVLRQIXQGDVVHWV0HUFHUVDILUPRIFRQVXOWLQJDFWXDULHVLVHQJDJHGYLD
/DQFDVKLUH&RXQW\&RXQFLOWRSURYLGHWKH8QLYHUVLW\ZLWKH[SHUWDGYLFHDERXWWKHDVVXPSWLRQVWREHDSSOLHG
+RZHYHUDVPDOOFKDQJHLQWKHVHDVVXPSWLRQVFDQOHDGWRVLJQLILFDQWPRYHPHQWVLQWKHOLDELOLW\
7KH8QLYHUVLW\ VODQGDQGEXLOGLQJYDOXHVDUHPHDVXUHGXVLQJWKHUHYDOXDWLRQPHWKRG7KH8QLYHUVLW\KDVD
SROLF\RIHQVXULQJWKDWDOOODQGDQGEXLOGLQJVDUHUHYDOXHGDWOHDVWHYHU\ILYH\HDUVE\DTXDOLILHGH[WHUQDO
YDOXHUVXFKWKDWWKHIDLUYDOXHLVQRWPDWHULDOO\GLIIHUHQWWRWKHFXUUHQWYDOXH7KHH[WHUQDOYDOXHULVSURYLGHG
ZLWKDOOUHOHYDQWLQIRUPDWLRQDERXWWKH8QLYHUVLW\ VODQGDQGEXLOGLQJVDQGSURYLGHVDYDOXDWLRQWKDWFRPSOLHV
ZLWKDFFRXQWLQJDQGVXUYH\LQJVWDQGDUGV:KHQUHYLHZLQJVXFKYDOXDWLRQVWKH8QLYHUVLW\FRQVLGHUVWKH
DSSURSULDWHQHVVRIWKHMXGJHPHQWVWKDWKDYHEHHQDSSOLHGLQFOXGLQJWKHYDOXDWLRQEDVLVIRUVSHFLILFODQGDQG
EXLOGLQJV

ϰϳ

