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Manchester City Council 
Report for Resolution 

 
Report to: Audit Committee – 28 July 2020 
 
Subject: Annual Accounts 2019/20 
 
Report of:  Deputy Chief Executive and City Treasurer 
 

 
Summary 
 
To report the 2019/20 Annual Accounts, which have been signed by the Deputy Chief 
Executive and City Treasurer, to the Committee. 
 
Recommendations 
 
To note the unaudited 2019/20 Annual Account, signed by the Deputy Chief 
Executive and City Treasurer, including the narrative report. 
 

 
Wards Affected: All 
 

 
Contact Officers: 
 
Name: Carol Culley    Name: Janice Gotts 
Position: Deputy Chief Executive  Position: Deputy City Treasurer 
and City Treasurer 
Telephone: 0161 234 3406   Telephone: 0161 234 1017 
E-mail:carol.culley@manchester.gov.uk E-mail: j.gotts@manchester.gov.uk 
 
Name: Karen Gilfoy    Name: Julie Hardman 
Position: Chief Accountant   Position: Finance Lead 
Telephone: 0161 234 3556   Telephone: 0161 234 4025 
E-mail:k.gilfoy@manchester.gov.uk E-mail: julie.hardman@manchester.gov.uk 
 
Name: Tim Seagrave    
Position: Finance Lead 
Telephone: 0161 234 3445   
E-mail:t.seagrave@manchester.gov.uk  
 
Background documents (available for public inspection): 
 
The following documents disclose important facts on which the report is based and 
have been relied upon in preparing the report.  Copies of the background documents 
are available up to four years after the date of the meeting.  If you would like a copy 
please contact one of the contact officers above. 
 
Working papers – consolidation of 2019/20 accounts files  
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Report of the Deputy Chief Executive and City Treasurer to Audit Committee 10 
March 2020 – Accounting Concepts and Policies, Critical Accounting Judgements 
and Key Sources of Estimation Uncertainty 
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1.0 Introduction 
 
1.1 This report sets out the process of approval for the annual accounts. 
 
2.0 Background 
 
2.1 The Accounts and Audit (Coronavirus) (Amendment) Regulations issued by 

the Ministry for Housing, Communities and Local Government set out the 
requirements for the production and publication of the Annual Statement of 
Accounts for 2019/20. These amend the 2015 regulations. 

 
2.2 The accounts are not required to be approved by a Committee of the Council 

prior to their submission to the external auditors, however it is considered 
good practice that the Audit Committee should have the opportunity to review 
the unaudited accounts. The requirement for 2019/20 is that, by 31 August, 
the accounts are certified by the Section 151 Officer (for the Council this is the 
Deputy Chief Executive and City Treasurer) as providing a true and fair view 
of the financial position of the Council as at 31 March 2020 and its income and 
expenditure for the year ended 31 March 2020. In previous years this was 
required by 31 May. The deadline for the publication of the audited accounts 
has also been extended from 31 July to 30 November for the 2019/20 
accounts. 

 
2.3 The audited accounts together with the external audit report will be considered 

at an Audit Committee before the deadline for publication of the accounts. 
 
3.0      Presentation of the Annual Accounts 

 
3.1 The sections in the Annual Accounts are: 

 
● The Narrative Report which sets out the background to the financial year 

including a summary of the Council’s revenue and capital outturn position. 
 
● The Statement of Responsibilities for the Annual Statement of 

Accounts which details the responsibilities of the Deputy Chief Executive 
and City Treasurer. 

 
● The Comprehensive Income and Expenditure Statement (CIES) shows 

the accounting cost of the Council’s activities rather than the amount to be 
funded from Council Tax. The analysis of the CIES is by Council 
Directorate rather than by the standard service classification previously 
required by the Service Reporting Code of Practice (SERCOP).  

 
● The Movement in Reserves Statement (MIRS) which explains the 

movement in the Council’s usable and unusable reserves during the year.  
 
● The Balance Sheet which shows the total assets, liabilities and reserves 

of the Council at the end of the financial year (31 March).  
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● The Cash Flow Statement which shows the reasons for the change in 
cash and cash equivalents during the year.  

 
3.2 Each statement is preceded by a note explaining its purpose and followed by 

notes explaining the statements.  
 
3.3 The main statements and notes are followed by three further sections: 

 
● The Housing Revenue Account (HRA) reports on the Council’s costs of 

owning and maintaining properties which are let to tenants and associated 
income, predominantly from renting Council houses to tenants. These 
costs and income are also shown within the main statements.  

 
● The Collection Fund Account reports on the collection of local taxes and 

their distribution to the Council and the preceptors, (Greater Manchester 
Combined Authority for the Police and Fire and Rescue elements). 

 
● The Group Accounts shows the full extent of the Council’s economic 

activities by reflecting the full extent of the Council’s involvement with its 
material group companies and organisations. These are Destination 
Manchester Ltd and the Council’s share of Manchester Airport Holdings 
Ltd (35.5%). 

 
3.4 Each of the statements is supported by explanatory notes to the accounts. 
 
3.5 The Annual Governance Statement, giving a summary of the Council’s review 

of the effectiveness of its overall governance arrangements including its 
system of internal control, accompanies the accounts.  

  
3.6 The presentation of the accounts is governed by the accounting policies that 

the Council is required to follow. There are no changes in accounting policies 
for 2019/20. Further information relating to accounting policies used by the 
Council are shown in Note 7 - Accounting Policies and Concepts. These were 
previously reported to the Audit Committee on 10 March. 

 
3.7 Valuations have again been commissioned for the land and buildings assets of 

Manchester Airports Holdings Ltd and Destination Manchester Ltd and these 
have been used to produce the 2019/20 Group Accounts. The accounting 
policies of companies within the group are therefore on the same basis as the 
Council as required by the Code of Practice on Local Authority Accounting.  

 
4.0 Effect of COVID-19 on the Annual Accounts. 

 

4.1 The challenges associated with COVID-19 have had a significant effect on the 
Council’s financial activities and position at the end of 2019/20 and 
predominantly into 2020/21. As a result additional disclosures have been 
included in the 2019/20 annual accounts. These include the underlying 
assumptions surrounding going concern, (note 7.1.1) particularly relating to 
the Council’s group entities, and a post balance sheet event (note 58). 
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4.2 Additional allowance for impairment of debt, particularly in relation to council 
tax and business rates, has been provided in 2019/20. This has been 
increased based on the experience of the reductions in collection for the early 
months of 2020/21. 

 
4.3 Where property, plant and equipment valuations are measured reflecting 

market conditions at 31 March 2020 valuers have reported that they can place 
less reliance on recent market evidence than in usual circumstances. This has 
led to valuers reporting valuations on the basis of ‘material valuation 
uncertainty’. Further detail is contained within note 9. 

 

5.0 Other Key Issues in the Annual Accounts.  
 

5.1 The general fund revenue outturn report shows an overspend across all 
budgets, of £0.527m. The budget had assumed a transfer from general 
reserves of £0.165m. As a result of this overspend there has been a transfer 
from general reserves of £0.692m. The general reserve, after this transfer, is 
£21.353m. It is considered that this is a reasonable level of general reserves 
for the Council.   

 
5.2 The Housing Revenue Account (HRA) has an underspend of £14.586m. This 

mainly relates to reduced revenue contributions to fund capital expenditure for 
several capital schemes planned across 2020/22 and lower Private Finance 
Initiative (PFI) payments due to the planned installation of sprinklers at both 
Miles Platting and Brunswick being in the following financial year. 

 
5.3 The Council spent £255.5m on capital related projects in 2019/20 compared to 

the revised budget of £318.1m with the majority of unused budget being re-
profiled into future years. The spend includes £52.2m on behalf of Greater 
Manchester. 

 
5.4 The Council’s Revenue and Capital Outturn reports give further details and 

were considered by the Executive on 3 June 2020. 
 
5.5 The accounts are available for public inspection from 30 July 2020 to 10 

September 2020.  During this period the external auditor must give electors or 
any representative of an elector an opportunity to question them about the 
accounting records of the Council. 

 
6.0 Summary of the Annual Accounts 

 
6.1 The overspend on the Council’s General Fund Account (£0.527m) and the 

underspend on the Housing Revenue Account (HRA) (£14.586m) total 
£14.059m underspend. The HRA is fully ringfenced and cannot be used to 
support the General Fund position. This is the position before notional 
accounting adjustments. The Consolidated Income and Expenditure 
Statement (CIES) shows a deficit of £15.644m. The difference of £29.703m is 
as a result of the notional accounting adjustments predominately relating to 
capital transactions and pension related costs plus transfers to reserves not 
shown within the CIES. The CIES is prepared in accordance with International 

Page 9

Item 7



 

 

 

Financial Reporting Standards (IFRS) which seeks to present the figures on a 
consistent basis across all of the organisations to which they apply.  

 
6.2 The Balance Sheet, which summarises the value of the assets and liabilities of 

the Council, shows an overall increase in net worth of £364.827m as at 31 
March 2020 when compared to the previous year end. This is due to an 
increase in usable reserves of £94.046m and in unusable reserves of 
£270.781m. The increase in usable reserves is mainly due to increases in the 
usable capital receipts reserve and capital grants unapplied reserve as well as 
the COVID-19 reserve as a result of the first tranche of emergency 
government funding being received in March. 

 
6.3 The increase in unusable reserves is predominantly due to the decrease in the 

negative pension reserve as a result of revised actuarial assumptions 
including those on life expectancy. There have also been increases in the 
capital adjustment account and the revaluation reserve from the revaluation of 
non-current assets, during 2019/20. 

 
6.4 The Collection Fund contains a closing Council Tax Surplus of £3.509m, of 

which the Council’s share is £2.862m the remainder being due to the Greater 
Manchester Combined Authority for the Police and Fire elements. This is an 
overall decrease of £2.489m when compared to the estimate of the surplus 
made in January 2020 of £5.998m (Council share £5.028m). This is due to an 
increased requirement for bad debt provision following a review of the position 
at year end. The Council’s share of the reduced surplus is taken into account 
when setting the 2021/22 budget. 

 
6.5 The 2020/21 budget contains the estimated share of the 2019/20 Business 

Rates surplus, as calculated in January 2020 which totalled £12.202m with the 
Council’s share being £12.080m. The final Business Rates surplus in the 
Collection Fund as at 31 March 2020 is £13.028m (Council share £12.898m), 
an increase of £0.826m. This is mainly due to a reduction in the provision for 
appeals based on information on outstanding appeals received from the 
Valuation Office Agency.  

             
7.0 Timeline of the Annual Accounts Process 
 
7.1 The timeline for the completion and audit of the 2019/20 annual accounts is as 

follows: 
 

● Handover of annual accounts to External Auditors – 28 July 2020 

● Submission of unaudited annual accounts to Audit Committee – 28 July 
2020 

● Submission of annual accounts, including amendments agreed during the 
external audit, to Audit Committee – before publication deadline of 30 
November 

● Issue of audit opinion by the Council’s external auditors, Mazars – before 
30 November 2020 
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8.0 Recommendations 
 
8.1 The recommendations appear at the front of this report. 
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Our 2019-20 Narrative Report 
 
Our Narrative Report aims to demonstrate a clear link between our 
resources, our strategy and our performance in a transparent and 
accessible way. It shows how we’ve helped deliver intended 
outcomes and created value throughout 2019/20, and how we are 
planning ahead to respond as effectively as possible to future 
challenges. The report mainly looks back to the period before the 
significant impacts of the COVID-19 pandemic began towards the 
very end of the 2019/20 financial year. 
 
Our Council  
 
Our vision and strategy 
 
Our mission is to support the delivery of the vision for the city set out 
in the Our Manchester Strategy that in 2025 Manchester will be in 
the top flight of world-class cities. The Council’s Corporate Plan (Our 
Plan) sets out our priorities for the next 2-3 years for delivering the 
Our Manchester Strategy for the city. Our Plan was refreshed in 
February 2020 to emphasise the fundamental importance of the Zero 
Carbon agenda to the city’s future.  
 
Our commitment to good governance 
 
We make decisions affecting Manchester and its residents on a daily 
basis. We are made up of 96 councillors elected by residents across 
the city’s 32 wards. These elected representatives have the authority 
to make decisions affecting the city. Approximately 7,000 Council 
staff deliver public services across five directorates; Adult Social 
Care (including Homelessness), Children’s Services, Homelessness, 
Neighbourhoods, Growth and Development and the Corporate Core. 
 
We are responsible for conducting our business in accordance with 
the law and ensuring that public money is safeguarded, properly 
accounted for and used economically, efficiently and effectively. We 
are committed to the highest standards of conduct, progressing 
towards the city’s vision with robust controls over the use of 
resources, intelligent and open decision making, and accountability 
                                                
1 Estimate based on in-house forecasting model (MCCFM) which accounts for residential 
building underway in 2019 and is dependent on strong recovery from impacts of COVID-19. 

and transparency. We have set out our governance standards in our 
Code of Corporate Governance (The Code), which forms part of our 
Constitution. The Code explains how the vision and values of the 
organisation – the Our Manchester principles - are at the heart of the 
Council's approach to governance. Our Annual Governance 
Statement (AGS) reviews the extent to which we have met the 
Code’s standards, and describes the progress made throughout the 
year in addressing our key governance challenges. 
 
Our City 
 
Our thriving and vibrant city 
 
The city’s growing population was estimated to be just over 575,400 
in mid-2019, and by 2025 Manchester is forecast to be home to over 
636,000 people1. The city’s growing economy has been crucial to its 
overall success and resilience. Manchester is the third most visited 
city in the UK and is renowned both nationally and internationally as 
a vibrant, inclusive and outward-looking city.  
 
Responding to our challenges 
 
While the city has made great progress, there are significant 
challenges relating to areas of deprivation, health outcomes for 
residents, and those residents living in poverty. 
 
The Our Manchester Strategy sets out the city’s priorities up to 2025 
and was launched in 2016. This ambitious strategy was developed 
through extensive consultation with local people, businesses and 
service providers and shows how the city came together to address 
its challenges and strive for a place in the top flight of world class 
cities. 
 
To progress towards the vision described in the Strategy, and to meet 
the city’s challenges, we are continuing to embed the Our 
Manchester approach. This is a radically transformed way of working 
so that public services are focused around people and communities 
rather than organisational silos. We are working with partners such 
as health, education and housing providers, the police, the voluntary 
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sector and communities in new innovative ways that target the 
specific challenges we have in Manchester and make Manchester 
the best it can possibly be.  
 
We will closely monitor the implications of government policy (in 
relation to COVID-19, EU exit and the welfare reforms for example) 
so that we are well placed to anticipate and mitigate negative 
impacts, and grasp opportunities. We will continue to work together 
with other authorities in our city region and use our collective 
powers and budgets to make local decisions aligned to the needs of 
our communities, partners and stakeholders. 
 
COVID-19: impacts, response and recovery  
 
The COVID-19 pandemic has had a significant impact on the Council 
and the city. It has triggered an unprecedented rise in the number of 
people claiming unemployment benefits with the claimant count 
rising by 89% from March 2020 to May 2020 to reach 34,000 people2. 
This represents 8.8% of the city’s working age population, which is 
the highest rate this century. City centre footfall in June 2020 is also 
61% lower than June last year and footfall in the city’s district centres 
has dropped by 28% over the same period. We have adapted the 
way in which we provide the services which we offer, to support our 
residents and local businesses in these challenging times. Although 
the impact in the 2019/20 financial year has been limited, the impact 
on the budget for 2020/21 and beyond will be substantial. The 
position for 2020/21 is expected to be manageable through 
immediate additional savings and the use of reserves, however the 
financial position in 2021/22 becomes much more challenging based 
on current information. It is clear that the pandemic will have a 
significant impact on the Council’s resources, in terms of both 
increased expenditure and significantly reduced income for at least 
the next two to three years. 
 
Our Update on Response Phase report details our initial response 
which included: 
 

● Establishing a Community Response Helpline to support 
vulnerable people with the delivery of food and medicine; 

                                                
2 Combined count of Universal Credit (not in employment) and Job Seekers Allowance 
claimants (ONS). 

● Establishing the Manchester and Trafford PPE Mutual Aid 
Hub to quickly distribute PPE to front-line workers; 

● Establishing the Community COVID-19 Testing Hub with our 
health partners which has enabled the testing of hospital 
patients and NHS and social care staff; 

● Establishing a control room to expedite hospital discharges 
and establishing a COVID-19 positive nursing home; 

● Accommodating people who sleep rough in the city’s hotels; 
● Delivering children’s social care for the city’s Looked After 

Children through video technology where possible; 
● Continuing to educate vulnerable children and the children 

of key workers in schools and all children via physical 
learning materials and laptops, and supporting families in 
hardship with a Free School Meal Scheme; 

● Directly supporting the city’s businesses by making various 
grants available and through the administration of business 
rates relief schemes such as the Retail Discount. 

Additionally, the Council has had to manage COVID-19’s impacts on 
sickness levels, the need to redeploy staff where required, and the 
need to become an organisation where many staff work from home 
to respond to the government’s ‘stay at home’ measure (around 
3,400 of our workforce of 7,300 during lockdown). Dashboards were 
set up to monitor COVID-19 related absences and identify any 
service areas or locations with particularly high levels of such 
absences, with 14% of all the sickness days recorded for April 2020 
being COVID-19 related. Policies were reviewed in relation to 
redeploying staff, and data gathering exercises were carried out in 
relation to workforce deployment and the identification of employee’s 
underlying health conditions, caring responsibilities and required 
adaptations for home working. We supported those staff who were 
unable to do their usual role to volunteer for temporary redeployment, 
which mainly involved supporting the helpline for vulnerable 
residents and food and medicine deliveries. All staff have been 
supported with guidance on working from home effectively, ICT 
support and daily communications sharing the latest government, 
Public Health England (PHE) and Manchester specific advice.  
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COVID-19 has had a significant impact on the Council’s supply chain 
and a number of supplier relief arrangements were necessary to 
support suppliers and service continuity throughout and following the 
crises. Council staff and schools were provided with guidance on 
actions needed to help identify and mitigate risk of supplier failure 
and the Council's contract managers have been supported with 
specific advice where needed. As a condition of receiving relief, 
suppliers must certify that other forms of support under the 
Coronavirus Job Retention Scheme are not being accessed and 
agree that open book accounting will be applied to all payments 
made. 

Personal Protective Equipment (PPE) became a new priority area for 
procurement. To mitigate the risk of a failure to provide enough PPE 
to support the Council’s own activity and the health care sector, the 
Council established a dedicated procurement team to work alongside 
the Council’s health and safety, health partners in Manchester Health 
and Care Commissioning (MHCC), and the Greater Manchester 
Health and Care Partnership.   

Whilst the response work will continue for some time, there is also a 
significant focus on planning with our partners to develop the best 
possible joint plans for the city’s recovery. This planning work is 
described in more detail in the July COVID-19 Update report to the 
Executive and it will be focussed across four interdependent work 
streams which will each have short, medium and longer term 
priorities.  

The economy - Whilst the effect on both the local and national 
economy cannot yet be determined with great accuracy, it is now 
widely recognised that the economic crisis we are facing will lead to 
the most severe economic disruption experienced in modern times. 
The forecasts for Manchester’s economic performance in the KPMG 
UK Economic Outlook Report for June suggest a projected reduction 
in overall productivity of 7.6% for 2020, followed by an increase of 
3.5% in 2021. The report highlights particularly vulnerable sectors 
such as hospitality, tourism and activity associated with international 
travel, which will be impacted disproportionately and whose recovery 
will be lengthier.  

Our Economy work stream aims to ensure we have a recovery plan 
which is dynamic and local interventions which support the recovery 

and rebuilding of the economy. Areas of focus will include Transport 
and Infrastructure, Affordable Housing and Skills, Labour Market and 
Business Support for example. We are currently planning for a 
recovery period of at least three to five years whilst ensuring that our 
recovery can be adapted to a rapidly changing situation. 

Residents and communities - We will consider how best to support 
our residents including those at greater risk and further 
disadvantaged by COVID-19 through the recovery period. Our work 
will include a focus on equality, diversity and inclusion, hardship 
funds and other discretionary spend, youth services and support for 
children and young people, domestic violence and abuse, 
homelessness, digital exclusion, and the Voluntary Community and 
Social Enterprise (VCSE) and Faith sector.  

Health and Social Care - Health and Social Care leaders will 
develop a refreshed Locality Plan for the city building on the unique 
experiences of the pandemic and seizing the opportunities of 
changes being made in the response phase.  

Future Council / Impact on the Council - This work stream will 
focus on how the Council will need to change in terms of workforce, 
transformation and finance.  

Our response to COVID-19 has been a catalyst for change in terms 
of our workforce and has allowed us to reimagine what it will look like 
in the coming months and beyond. This will be a workforce that is 
supported to excel and be well, work in a transformed way and deliver 
improved services. We will plan a phased return to the workplace for 
our workforce. This will include plans for safe working in offices, a 
refreshed health and well-being offer, and risk assessment and 
guidance for staff and managers. Our plans will be informed by an 
all-staff survey which had circa 3,500 respondents with nearly three 
quarters of these working from home. 95% of those surveyed felt that 
they were well supported, 80% felt they were at least as productive 
as normal and 30% felt they were more productive than normal. We 
are committed to continuing to embed the Our Manchester (OM) 
approach throughout the Council and Our Transformation 
Programme, Our Ways of Working will support staff to work even 
more flexibly across different locations and services as we move into 
our ‘new normal’ 
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Manchester’s overall approach to public service reform involves key 
partners working together effectively across the city’s 
neighbourhoods, and this is called ‘Bringing Services Together for 
People in Places’ (BST PIP). Our BST PIP work has been 
accelerated in response to the pandemic and we will build upon the 
success of this to ensure that key improvements are sustained to 
become business as usual. Related plans include work to support 
residents and businesses who may experience digital exclusion.  

We will be reviewing and revising the budget position for the Council 
for 2020/21 and beyond in light of escalating costs, significant and 
long term income losses, funding uncertainty and economic 
challenges. Aligned to this, Our Plan and the activities which 
underpin delivery of the Council Business Plan for 2020/21 are being 
reviewed. This will allow the Council’s shorter term priorities and the 
planned actions of its 41 services to be updated in light of the impacts 
of the pandemic and to support the city’s recovery from this. 

Our Manchester Strategy Reset 

The longer term Our Manchester Strategy 2016-2025 also needs to 
be reset and repositioned, to respond to the post COVID-19 
challenges the city now faces and will underpin all the recovery 

planning work. This reset will begin with a consultation that is firmly 
rooted in the Our Manchester approach, which addresses the 
significant challenges but also some of the opportunities over the 
next five to ten years. The reset will maintain our overarching 
principles of equality, inclusivity and sustainability at its heart, 
building on them to establish the refreshed vision for achieving the 
city’s 2025 aims. 
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Our Strategy and Objectives
 
This page sets out the eight priorities of Our Plan. It shows how they are aligned to the strategy for the city and the city region, and how they inform the Council 
Business Plan and Budget Report. Our Revenue Budget Strategy and Capital Budget Strategy are aligned to the Our Manchester Strategy and what Manchester 
people value most. 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Our work towards each priority is underpinned by city-wide leadership which aims to reduce inequalities and promote inclusion and diversity. We pursue our 
priorities by applying the Our Manchester principles in all that we do, from our Business and Budget planning through our service and team planning, to the 1:1 
About You sessions managers have with staff which complete the golden thread. These principles are ‘listening’, ‘recognising strengths of individuals and 
communities’, ‘working together’ ‘better lives’. The Our People Strategy is aligned to these principles and aims to ensure staff are listened to, involved, respected 
and inspired

 

Our 
Corporate 

Plan 

Greater Manchester 
Strategy 

Our Manchester 
Strategy (2016-25) 

Council 
Business 

Plan 

Council 
Budget 
Report 

Service Plans 

About You 

Team Plans 

 

Zero Carbon Manchester - Lead delivery of the target for Manchester to become a zero carbon city by 2038 at 
the latest, with the city’s future emissions limited to 15 million tonnes of carbon dioxide: ● Work with the Manchester Climate 
Change Agency to develop a full action plan for the city by March 2020, setting out how the ambition will be met ● Ensure activities are delivered to reduce 
the Council’s own direct emissions as part of this plan ● Contribute to improvements in air quality across Manchester required in the Clean Air Plan. 
 

Young People - From day one, support Manchester’s children to be safe, happy, healthy and successful, fulfil 
their potential, and make sure they attend a school graded ‘good’ or better: ● Ensure all children have high-quality education ● 
Support more Manchester children to have the best possible start in life and be ready for school and adulthood ● Reduce number of children needing a 
statutory service ● Reduce the number of children growing up in family poverty. 
 

Healthy Cared-for People - Work with partners to enable people to be healthy and well. Support those who 
need it most, working with them to improve their lives: ● Support Mancunians to be healthy, well and safe ● Improve health and reduce 
demand by integrating neighbourhood teams, that are connected to other services and assets locally, delivering new models of care ● Reduce the number 
of people becoming homeless, and enable better housing and better outcomes for those who are homeless. 
 

Housing - Ensure delivery of the right mix of good-quality housing so that Mancunians have a good chance of 
quality homes: ● Accelerate and sustain the delivery of more housing ● Ensure the provision of enough safe, secure and affordable housing for those 
on low and average incomes. 
 

Neighbourhoods - Work with our city’s communities to create and maintain clean and vibrant neighbourhoods 
that Mancunians can be proud of: ● Enable clean, safe, vibrant neighbourhoods. 
 

Connections - Connect Manchester people and places through good-quality roads, sustainable transport and 
better digital networks: ● Improve public transport and highways, and make them more sustainable ● Facilitate the development of the city’s digital 
infrastructure, to enable delivery of transformed public services and support a thriving digital economy. 
 

Growth that benefits everyone - Boost the city’s productivity and create a more inclusive economy that all 
residents can participate in and benefit from, and contributing to reductions in family poverty, as set out in the Our 
Manchester Industrial Strategy: ● Support good-quality job creation for residents, and effective pathways into those jobs ● Facilitate economic 
growth of the city. 
 

Well-managed Council - Support our people to be the best and make the most of our resources: ● Enable our 
workforce to be the best they can be through the Our People Strategy and Our Manchester behaviours ● Effectively plan our future budgets and balance 
our current budget, delivering savings, transformation of the organisation, reductions in demand through reform, and generating income. 
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Our Funding and Spending 2019/20 
 
The graphics below show how our gross revenue and gross capital spending programmes were funded 
and where we targeted our revenue spend and capital investments throughout 2019/20 to help support 
the people of Manchester to achieve and enjoy a better quality of life.  
 
Revenue spending relates to the day-to-day running costs required for the Council’s operations such as 
staffing and utilities costs.  

Revenue funding and spending 2019//20 
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Capital funding and spending 2019/20 
 

Capital expenditure relates to spending on the purchase or improvement of assets that have a long-
term value to the Council and residents, such as land and buildings. 

 
 

 
 
 

Page 21

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_6
8



Our Performance 
 
The Performance of the Council and its partners against the goals of the city’s Our Manchester Strategy is reported each year in the State of the city Report. 
However, a high level view of delivery of the shorter-term Council priorities outlined in Our Corporate Plan is summarised in the infographic below. Green 
arrows indicate substantial desirable changes from the previous year’s results and red arrows indicate substantial undesirable changes.  
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Our Financial Performance 2019/20 
 

This section provides a high level analysis of our financial performance 
within 2019/20 and complements the more detailed financial statements 
published within the accounts. It shows how our position at the end of the 
financial year relates to our budget and the key variances. Our net revenue 
budget is the total amount of corporate resources available to us. It is mainly 
funded from retained business rates, council tax receipts, government 
grants, dividends and use of reserves. In 2019/20 the net revenue budget 
totalled some £628m, and the table below shows our year-end position 
(spend) compared to this budget.  
 

Manchester City Council 
programme 

Net 
revenue 
budget 
2019/20 

£M  

Year End 
Position 
2019/20 

£M 

Overspend or 
(underspend) 

2019/20 
£M 

Total available resources (628.1) (630.0) (1.9) 

Total Corporate budgets 119.9 119.1 (0.8) 

Directorate Budgets  

Children's Services 120.9 122.3 1.6 

Adult Social Care 198.3 205.2 6.9 

Homelessness 14.1 14.2 0.1 

Corporate Core 69.7 66.8 (2.9) 

Neighbourhoods 99.3 97.3 (2.0) 

Growth and Development 5.9 5.4 (0.5) 

Total Directorate budgets 508.2 511.4 3.2 

Total use of resources 628.1 630.5 2.4 

Net overspend 0.0 0.5 0.5 
 

At the end of the year we had overspent against our net revenue budget by 
£527,000 and this was funded from our General Fund Reserve. The main 
variations are set out in the table above.   
 
The most significant overspending areas in 2019/20 continued the trend from 
2018/19 in the Children’s Services and Adult Social Care Directorates 
This is offset by underspends in other directorates; including Corporate Core 
and Neighbourhoods together with the achievement of additional income to 
increase available resources. The ongoing financial impact of these trends 
has been addressed and budgets have been revised for 2020/21. 
 
The Council also operates a Housing Revenue Account (HRA), which 
contains the costs of owning and maintaining properties let to tenants, and 
rental income from those properties. This is held separately from the net 
revenue budget position shown in the previous table. The Council was 
responsible for managing an average of 15,767 dwellings during 2019/20. 
The outturn position for the HRA in 2019/20 was that income was greater 
than expenditure by £4.993m which resulted in the general HRA reserve 
increasing to £73.585m.  In addition there are further HRA reserves relating 
to other potential liabilities of £35.860m. It is anticipated that as a result of 
planned capital expenditure HRA reserves will reduce considerably over the 
next four years. 
 
COVID-19 
 
The Council received additional grants in 2019/20 as part of Central 
Government's response to the COVID-19 pandemic. These were to assist 
with cash flow and to allow the Council to help both the residents and 
businesses of Manchester. 
 
The first tranche of un-ring fenced Government COVID-19 support funding 
totalling £18.589m was received in March 2020. This grant covered some 
costs in 2019/20 (£389k) but as the majority of costs will be incurred from 
2020/21 the remaining grant (£18.2m) was transferred to an earmarked 
reserve to fund future cost pressures. 
 
Our capital budget for the 2019/20 year was £318.1m, and the table below 
shows our year-end position (spend) compared to this budget. 
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Manchester City 
Council programme 

Capital  
Budget for  
  2019/20  

£m 

Capital 
expenditure in 

 2019/20 
£m 

Overspend or 
 (underspend) 

for 2019/20 
£m 

Highways 55.5 54.6 (0.9) 

Neighbourhoods 8.6 7.6 (1.0) 

Growth and 
Development 90.8 81.2 (9.6) 

Town Hall refurbishment 17.0 12.7 (4.3) 

Housing – private sector 10.3 11.1 0.8 

Housing – HRA 19.6 18.9 (0.7) 

Children’s Services 25.2 4.3 (20.9) 

ICT 5.7 5.5 (0.2) 

Corporate Services 15.4 7.4 (8.0) 

Manchester City 
Council Total 248.1 203.3 (44.8) 

Programme on behalf of 
Greater Manchester 70.0 52.2 (17.8) 

Total 318.1 255.5 (62.6) 
 
At the end of the year we had underspent against our capital budget by 
£62.6m. The Council’s underspend is largely due to the timing of spend and 
will be carried forward into the next financial year. The nature of the capital 
budget requires flexibility to manage the funding across the life of projects in 
a transparent manner. As such some variations within the year are to be 
expected as projects are developed, and budgets are re-profiled on a 
quarterly basis and reported to members for approval in order to reflect these 
changes. 
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Our Risks and Outlook

In this time of such rapid transition, our financial, policy and legislative 
environment is constantly evolving. The skills and diversity of our leaders, 
the continuous review of our Budget and Business Plans, and our attitude to 
risk and robust risk management arrangements all mean we are well placed 
to tackle challenges and grasp the opportunities of our ever-changing 
environment to create value. More detail can be found in Our Risk Strategy 
2018–20 and Our Business Continuity Strategy 2017–20 

 

At a corporate level, significant risks are captured within our Corporate Risk 
Register (CRR), which articulates the risk, quantifies its likelihood and 
potential impact, names the strategic director who owns the risk, and 
articulates how the risk is managed and any mitigating actions. In March 
2020, the CRR was refreshed and risk scores (in terms of likelihood and 
impact) were updated. The table below includes the four risks from the CRR 
which had the highest risk scores in March 2020. It highlights the risk and 
the planned mitigating actions.

 

Risk Description Planned Mitigating Actions 

Medium Term Financial Resources - These are insufficient to support 
achievement of Council and city priorities. This is based on financial 
uncertainty post 2020/21 and risks that may arise from the Spending Review, 
Fair Funding Review, Business Rates reset, uncertainty over Shared 
Prosperity Fund and wider financial / fiscal risks linked to EU Exit and 
macroeconomic factors. Reduced income due to COVID-19 related economic 
downturn and additional costs of managing the pandemic need assessment. 

Budget reports 2020/21 to Scrutiny, Executive and Council in March 2020 
reflect current levels of risk and scenarios in medium term financial strategy 
prior to the pandemic. Robustness and maintenance of reserves. 
Engagement and lobbying of national decisions makers direct and via 
network groups including Core Cities and the Local Government 
Association. Specific lobbying regarding the full financial impact of COVID-
19. 

Access to ICT - Loss of required access to systems impacts on the ability to 
operate services and deliver to Manchester residents. This could arise from 
risks relating to core infrastructure (network and applications), hardware 
obsolescence (WYSE terminals), system availability (unsupported systems, 
insufficient licenses) or cyber-attack. 

Corporate and Service Business Continuity Plans and robust incident 
management process in place. Programme of ICT investment with reporting 
to ICT Board, Capital Strategy Board, SMT, Executive and Scrutiny. Positive 
assurance taken from LGA Cyber Stock Take 2019. Despite improvement in 
control, risk remains as a consequence of heightened cyber risk in the 
external environment and pending completion of the data centre project. 

Climate Change - The Council does not produce, or deliver on, a sufficiently 
ambitious plan to become a zero carbon Council by 2038 or earlier if 
possible. The Council does not undertake its leadership role effectively for 
Manchester to become a zero carbon city by this date, and stay within the 
science-based budget for the city. 

Governance through Zero Carbon Coordination Group. Regular reporting to 
the Executive. Additional resources investment in budget 2020/21. Very 
high level of ambition on this agenda will require fundamental changes to 
how we operate and significant investment across all aspects of the Council, 
and for many partners in the city. 

Health and Social Care integration - Failure to achieve the desired and 
intended outcomes of care integration increases further pressure on Council 
and health budgets; and impacts on the ability to achieve improved health 
outcomes for Manchester residents. 

Joint business and budget planning with Manchester Health & Care 
Commissioning (MHCC) and Manchester Local Care Organisation (MLCO), 
and active senior leadership engagement in HSC governance with MHCC/ 
MLCO.  Risk managed at SMT level. Positive response to MHCC/MLCO 
Governance audit reports 2019 with further development steps underway. 
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Medium Term Financial Plan 
 
Our MTFP that was refreshed and approved in March 2020 considers the 
local and national financial climate, describes some of the key challenges 
we are facing and the key changes in our resources before setting out the 
anticipated savings requirement for the financial year 2020/21.    
 
This also included the approval of the annual council tax level being an 
increase in Manchester’s Council Tax of 3.99% in 2020/21; 1.99% 
attributable to the Council element and 2% for the Adult Social care precept 
as well as the Greater Manchester Mayoral and Police and Crime 
Commissioner precepts. The increase in the Adult funding will be used to 
support the most vulnerable. 
 
We are experiencing a number of challenges which are both internal and 
external to the Council prior to the pandemic. These challenges include 
continued reductions in Government funding, costs of inflation and pay 
awards, demographic pressures, and increased demand for services. For 
example, national pressures on Children’s Social Care are very much 
reflected within Manchester with the rising numbers who require care and 
support. 
 
Other challenges continue in delivering transformational changes including 
the implementation of public sector reform to ensure that we deliver 
improved services for our residents. This includes improved working with our 
partners such as Health, Housing providers, Greater Manchester Police, 
Department for Work and pensions and continuing to achieve the new 
arrangements for Health and Social Care under the Local Care 
Organisation/Care Together to deliver savings.  
 
In our MTFP we updated our resources to include increased projected 
business rates income (which included our share of benefits from the 100% 
growth retention pilot), increased projected council tax income as well as 
further use of reserves.  
 
There has been a comprehensive review of how our available resources are 
utilised to invest in the priority areas agreed with our residents. Our MTFP 
highlighted that there is a need to invest more into the Council’s front line 
services such as social care, services for the homeless and helping to 
mitigate some of the impacts of welfare reform.  
 

The impact of funding reductions combined with the pressures of increased 
demand has resulted in a need to reduce gross spend by £7.5m in 
2020/21. 
 
In order to support our investment priorities and deliver a balanced budget 
directorates have produced budgets to reduce resource commitments.  

Our current MTFP, (approved before the pandemic) is summarised in the 
table below. It shows the resources we expected to have and the 
resources we expected to need. 
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2019/20 
Original 
Budget 

 
£M 

2019/20 
Revised 
Budget 

 
£M 

2020/21 
Budget 

 
£M 

Business Rates Related Funding 314.6 314.6 339.5 
Council Tax 166.5 166.5 174.5 
Other non-ring fenced Grants 54.4 65.8 66.7 
Dividends and Use of Airport Reserve 62.4 62.4 62.9 
Use of Other Reserves 12.9 12.9 21.5 
Total Resources Available 610.8 622.2 665.1 
Resources Required:    
Corporate Costs:    
Levies and Statutory Charge 70.0 70.0 71.3 
Contingency 1.6 0.9 0.9 
Capital Financing 44.5 44.5 44.5 
Transfer to Reserves 7.1 18.4 18.3 
Sub-Total Corporate Costs 123.2 133.8 135.0 
Directorate Costs:    

Additional Allowances and other pension 
costs 10.0 10.0 9.6 
Insurance Costs 2.0 2.0 2.0 
Inflationary Pressures and budgets to be 
allocated 9.9 1.8 10.3 
Directorate Budgets 465.7 474.6 508.2 
Sub - Total Directorate Costs 487.6 488.4 530.1 
Total Resources Required 610.8 622.2 665.1 
Shortfall / (surplus) 0.0 0.0 0.0 

The table below shows the net budget per directorate for 2019/20 and 
2020/21. 

Directorate 
 

Cash Limit 
2019/20 

 
£M 

 Cash Limit 
2020/21 

 
£M 

Children Services 120.4 130.3 

MHCC Pooled Budget 193.7 216.9 
Adults Social Care 4.3 4.4 
Homelessness 13.9 15.3 
Corporate Core 69.6 70.0 

Neighbourhood Services 66.9 63.7 
Growth and Development 5.8 7.6 
Total Directorate Budget 474.6 508.2 

 

The MTFP was set whilst there was considerable financial uncertainty post 
financial year 2020/21 and prior to the COVID-19 pandemic. Numerous 
financial reviews planned by the Government had already been delayed, 
adding to the financial challenges faced.  

The budget contains investment for priority areas including Children’s 
Services, Adult Social Care and Homelessness. It also includes £7.5m of 
efficiency savings, of which £4.6m are being reinvested back into the budget. 
The full further details can be found in the Council’s Medium Term Financial 
Plan for 2020/21 and the accompanying Directorate Budget Reports. 

COVID-19 pandemic  
 
The COVID-19 pandemic has had a significant effect on the financial 
position of all Local Authorities. Nationally emergency funding of £3.2 billion 
has been announced to support Councils through the immediate pressures. 
This has been made available through two tranches of non-ring-fenced grant 
funding of £1.6bn and one of £500m. The first funding announcement was 
on 20 March and the Council was allocated £18.589 million; the second was 
announced on 18 April with the individual allocations released on 29 April. 
Manchester has been allocated £15.167m. The allocations of the third 
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tranche were announced on 16 July with the Council’s allocation being 
£7.085m. This takes the total amount of emergency funding available to the 
Council up to £40.841m.  

There have been further funding allocations: 
£7.458m Council Tax Hardship Fund 
£68k Emergency Support for Rough Sleepers 
£3.342m Care Home Infection Control Fund 
£5.432m Local Authority Discretionary Grants Fund 
£4.837m Track and Trace Fund, and 
£489k Reopening High Streets Safely Fund. 
£0.957m Local Authority Emergency Assistance Grant for Food and 
Essential Supplies 
 
Further national allocations have been announced but the Council has not 
yet been informed of the amount it has been allocated. These are: 
- Homelessness £105m nationally (£85m new funding and £20m from 

refocusing existing budgets. 
- Support for income shortfalls (sales, fees and charges only) - national 

amount not announced.  The funding per Council is limited to 75p in 
the pound for income losses in excess of 5% of a Council’s planned 
income from sales, fees and changes. 

 
The Council is also responsible for processing expanded retail discounts of 
£138.477m to business ratepayers and paying small business grants and 
retail, hospitality and leisure grants of £121.032m on behalf of the 
government. 
 
Alongside this funding, £1.3bn has been made available to Clinical 
Commissioning Groups (CCGs) to enhance the NHS discharge process so 
patients who no longer need urgent treatment can return home safely and 
quickly. There is an expectation that where funds are needed for social care 
costs associated with discharge or to prevent hospital admissions then this 
should be met from this funding stream.  
 
There are financial pressures in excess of the financial support provided 
including significant income losses particularly reductions in business rates, 
council tax and commercial income as well as sales, fees and charges. 
 
The Deputy Chief Executive and City Treasurer and Deputy City  
Treasurer are leading the financial work stream for the Council covering: 
 

      - Identifying cost implications for the Council due to additional     
            Expenditure. 

- Identifying financial implications of lost income from both fees and 
charges and commercial arrangements. 

- Lobbying Government to ensure that Manchester can access the 
appropriate amount of available Government funding to support 
during the current crisis. 

- Reviewing all budgets in order to identify any areas of discretionary 
spend that can be delayed/ceased to support other areas of the 
budget 

 
From April 2020, every Local Authority has been required to submit monthly 
returns to the Ministry of Housing Communities and Local Government 
(MHCLG) setting out the forecast financial implications of COVID-19.  
 
This has included a significant reduction in the value of business rates and 
council tax collected so far in 2020/21, some of this will relate to the deferral 
of payments and some due to an increase in Council Tax Support claimants. 
This will be monitored closely during the financial year.  
 
The work to identify the financial implications of the current COVID-19 crisis 
is ongoing, but it is clearly going to have a significant impact both in 2020/21 
and future years particularly with the expected loss of business rates and 
commercial income.   
 
The Council is reporting on the 2020/21 position to the Executive at the end 
of July. This will include the work that has been undertaken to reduce costs 
and deliver a balanced budget in 2020/21. 
 
The measures required to address the longer term financial position are 
being developed. The Council continues to work with Core Cities and 
Greater Manchester Authorities to make representations to the Government 
to seek solutions to address the funding shortfall. 
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Financial Statements 
 
The Statement of Accounts provide an overview of the Council’s financial 
position for 2019/20. 
 
It is important to note that the deadline for the production of the Annual 
Accounts has been changed for 2019/20. The Ministry of Housing 
Communities and Local Government (MHCLG) have introduced the 
Accounts and Audit (Coronavirus) (Amendment) Regulations 2020 which 
have amended the Accounts and Audit Regulations 2015. This is following 
consultation with all key stake holders and in recognition of the impact of 
COVID-19.  
 
The draft Accounts must now be submitted for audit by 31 August 2020 
rather than 31 May 2020 and the timeline for the conclusion of the audit is 
now 30 November 2020 rather than 31 July 2020. 
 
The accounts were reported to the Audit Committee on 28 July; in advance 
of the revised deadline 
 
 
The Basis of the Preparation and Presentation of the Annual 
Statement of Accounts 
 
 
The accounts that follow have been prepared to be: 
 

a. Relevant: The accounts provide information about the Council’s 
performance and position that is useful for assessing the stewardship 
of public funds and for making economic decisions. 

 
b. Reliable: The financial information  

● Has been prepared so as the reflect the reality or substance 
of the transaction and activities and underlying them 

● Is free from deliberate or systematic bias 
● Is free from material error 
● Is complete within the bounds of materiality and 
● Has been prudently prepared 

 

c. Comparable: In complying with the CIPFA Code of Practice on Local 
Authority Accounting in the United Kingdom 2019/20 (‘the Code’) and 
consistent Local Authority reporting. 

 
d. Understandable: These accounts are based on accounting concepts, 

treatments and terminology that require reasonable knowledge of 
accounting and Local Government. However, every effort has been 
made to use plain language and where technical terms are 
unavoidable they have been explained in the glossary of terms. 

 
 Throughout, consideration has been given to the significance 

(‘materiality’) of an item i.e. whether its misstatement or omission 
might reasonably be expected to influence assessments of the 
Council’s financial management. 

 
Underlying Assumptions 
 
The annual accounts of all authorities are prepared following the standard 
assumptions set out below, to ensure that all Council’s reports are consistent 
and comparable.  
 
Accruals Basis 
 
● The financial statements, other than the cash flow, are prepared on an 

accruals basis. Income and expenditure is recognised in the accounts 
in the period in which it is earned or incurred not as the cash is received 
or paid. 

 
Going Concern 
 

x The accounts have been prepared on the assumption that the 
Council will continue in existence for the foreseeable future. This 
position will not change with the impact of COVID-19. However, 
unless support from central government significantly increases the 
budget gap for 2021/22 is significant. The Council is working on a 
range of budget options that will assist with closing the budget gap 
and will be reviewing its financial position again after the Spending 
Review and Finance Settlement. Further information on going 
concern is shown within the accounting policies. 

 
Primacy of Legislation Requirements 
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● In accordance with the Code, where an accounting treatment is 

prescribed by law then it has been applied, even if it contradicts 
accounting standards. The following is an example of legislative 
accounting requirements having been applied when compiling these 
accounts 
 

The Local Government Act 2003 requires the Council to set aside a 
minimum revenue provision 
 
 
 
The Financial Statements: Purpose and Summary 
 
The annual statement of accounts has been prepared in accordance with 
the 2019/20 Code of Practice on Local Authority Accounting (The Code) and 
International Financial Reporting Standards (IFRS). Changes in accounting 
requirements over the past few years have led to an increase in complexity 
of the accounts and the level of detail they contain. 
 
One of the purposes of this introduction is to provide a guide to the Council’s 
accounts and the most significant financial matters contained within the 
statements.  
 
The Accountancy Code of Practice requires that the Council’s accounts are 
set out with the core financial statements grouped together, followed by 
detailed notes, the supplementary statements and the group accounts. 
  

The core financial statements are: 
 
● The Comprehensive Income and Expenditure Statement (CIES)  
● The Movement in Reserves Statement (MIRS)  
● The Balance Sheet   
● The Cash Flow Statement  

 

Each statement is preceded by a note explaining its purpose and followed 
by notes explaining the main items within the statements. 

These are followed by three further sections: 

 

● The Housing Revenue Account (HRA) sets out the costs and income of 
owning and maintaining council properties which are let to tenants. The 
costs and income are also shown within the main statements. 

● The Collection Fund Account includes the collection of local taxes 
(council tax and business rates) and their distribution to the Council, the 
Greater Manchester Combined Authority (Police and Crime 
Commissioner) and Greater Manchester Combined Authority (Fire and 
Rescue).  

● The Group Accounts show the full extent of the Council’s economic 
activities by including the Council’s involvement with its group 
companies and organisations. The Group Accounts are of equal 
prominence to the Council in compiling the financial statements. 

 
These are also followed by notes explaining these statements. 

Accounting Changes 

The way the accounts are presented is governed by the accounting policies 
that the Council has to follow. This has undergone major change over the 
last few years in order to bring public sector accounting in line with that of 
the private sector. The most significant change was the move to International 
Financial Reporting Standards (IFRS) in 2010/11. These accounts are 
compliant with the IFRS based Code. 

 
The intended adoption of IFSR16 Leases for the 2020/21 accounts has 
been deferred.  IFRS16 is being introduced for local authorities from 1 April 
2021 which means that the annual accounts for 2021/22 will be the first set 
of accounts produced in accordance with this standard.  
 
Accounting policies are set out in note 7 to the financial statements. 
 
Business Rates 100% Retention Pilot 
 
The ten Greater Manchester authorities including Manchester are part of the 
Greater Manchester 100% of Business Rates pilot.  As 1% of business rates 
is transferred to the Greater Manchester Combined Authority (fire and 
rescue element) the Council retains 99% of business rates. 
 
Any business rates income in excess of Manchester’s assessed funding 
need is still paid back to central government to be redistributed in the form 
of tariffs and top ups but the Council now retains all of the growth it achieves 
in its business rates base. Under the new regime Revenue Support Grant 
and Public Health grant are not received but are met from within the 
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Business Rates income with the assessed funding need adjusted 
accordingly.  
 
The Government has guaranteed that the individual authorities within 
Greater Manchester will not be any worse off under the 100% Rates 
Retention Pilot than they would otherwise have been. This is referred to as 
the ‘No Detriment’ principle.  
 
Greater Manchester, Cheshire East and Cheshire West and Chester 
Business Rates Pool 
 
The Council was again a member of the Greater Manchester, Cheshire East 
and Cheshire West and Chester Business Rates Pool in 2019/20. The 
purpose of pooling rates across the individual authorities is not intended to 
alter individual authorities income levels but to retain any levy that might be 
payable by some authorities to Central Government enabling it to be 
invested in the locality. 
 
As a result of participation in the business rates retention pilot in 2019/20 the 
Greater Manchester authorities within the pool no longer generate a levy 
payment. However any levy that would have been paid is taken into account 
when measuring the ‘no detriment’ principle. 
 
Cheshire East and Cheshire West and Chester retain 50% of any levy saved. 
The remainder of the levy is retained centrally by the Pool. 
 
The use of the levy held centrally is agreed with the Greater Manchester 
District Councils, the Greater Manchester Combined Authority, Cheshire 
East and Cheshire West and Chester Councils to benefit the Region. 
 
The summary of the pool position for 2019/20 is shown below:  
  
Local Authority Total 

Levy 
Saving 

Retained by 
Local 

Authority 
£M 

Retained by 
Pool 

 
£M 

Cheshire West and Chester 2.2 1.1 1.1 
Cheshire East 2.7 1.4 1.3 
Retained for the pool (less 
£21k administration costs) 

          
4.9 

 
2.5 

 
2.4 

 
 

The Financial Statements 
 
The Council’s Comprehensive Income and Expenditure Statement 

The analysis within the Comprehensive Income and Expenditure Statement 
(CIES) is shown by Council Directorates rather than by the standard service 
classifications previously required by the Service Reporting Code of Practice 
(SeRCOP). This format aims to be more meaningful for users of the financial 
statements as it follows that of the budget and financial monitoring reports 
produced by the Council. 
 

As the Council operates and manages most of its corporate and support 
services separately from the other Directorates these services are shown 
separately and not apportioned across the other Directorates.  

The Directorate figures in the CIES show the accounting cost of Council 
activities including the notional accounting entries, such as depreciation, that 
have to be made. Information is provided in note 11 showing a subjective 
analysis of the deficit on the provision of services.  

The CIES is broken down into three sections: 

● Net cost of services; 

● Other operating expenditure; and 

● Corporate expenditure and income. 

 
This Net Cost of Services is the cost of providing the Council’s services as 
reported in the revenue monitoring reports, however it also includes 
accounting adjustments for items such as depreciation and impairment. 
These would be a significant cost in a commercial organisation but 
legislation is in place that ensures these costs are not required to be funded 
by council tax payers. (The details of the accounting adjustments are shown 
in the Expenditure and Funding Analysis Note). These items are transferred 
to unusable reserves in the Movement in Reserves Statement. 
 
The Total Net Cost of Services (including the technical accounting 
adjustments) totals £647.160m.  
 
Other Operating Expenditure includes costs such as levies paid and 
payments made in relation to the pooling of HRA capital receipts (capital 
receipts relating to right to buy sales council dwellings are pooled between 
the Council and central government) as well as technical adjustments such 
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as the loss on the disposal of non-current assets (including schools 
transferred to Academies). These total £116.697m. 
 
Corporate Expenditure and Income includes: 

● corporate expenditure and income such as interest paid and 
received, investment property rental income and the change in 
values of investment properties (net income totalling £79.672m)  

● general income due to the Council from Council taxpayers, National 
Non Domestic ratepayers (NNDR) and general government grants 
including grants to fund capital expenditure (net income totalling 
£668.541m). 
 

These three sections are totalled to produce an overall accounting deficit on 
the provision of services of £15.644m.  
 
The CIES is then reconciled to the change in the balance sheet by adding 
the impact of the following accounting entries:  

● the surplus on the revaluation of non-current assets; 
● impairment losses on non-current assets charged to the revaluation 

reserve; 
● the gain or loss on investments classified as fair value through other 

comprehensive income; 
● re-measurement of the defined benefit pension scheme relating to 

changes in pension assumptions. 
 

The following table shows the reconciliation from the overall underspend to 
the accounting deficit reported in the Consolidated Income and Expenditure 
Statement by adding the notional accounting adjustments shown in the CIES 
and removing transfers to earmarked reserves. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Reconciliation 
  

General 
Fund 
£M 

HRA 
 

£M 

Total 
 

£M 

Over / (Under)spend  0.5 (14.6) (14.1) 

Budgeted transfer (to) / from 
general reserves 

0.2         9.6 9.8 

Net transfer (to) / from general 
reserves 

0.7 (5.0) (4.3) 

Transfers (to) earmarked 
reserves 

(28.7) (0.0) (28.7) 

Other income and expenditure 
classification 

5.1 (5.1) 0.0 

Notional accounting adjustments 59.1                  (10.5)         48.6 

Deficit / (Surplus) per CIES 36.2 (20.6) 15.6 

 
Note 12 to the accounts shows the notional accounting adjustments that do 
not affect the Council’s ‘bottom line’ i.e. the level of council tax or housing 
rents. 
 
 
The Council’s Movement in Reserves Statement (MIRS) 
 
This statement sets out the movements in the main reserves and balances 
of the Council from 1 April 2018 to 31 March 2020. 
  
The reserves are distinguished between  

●    usable (those that can be used to finance expenditure) and  
●    unusable (those that contain technical accounting adjustments and 

   cannot be used to finance expenditure).                        
       

Of the usable reserves only the General Fund Reserve has not been 
allocated for specific purposes. The usable reserves are cash backed. The 
unusable reserves are mostly non cash backed. 
 
It is a requirement placed on all Councils that the level of reserves is 
reviewed regularly by the Deputy Chief Executive and City Treasurer and 
due consideration is given to all local financial risks and liabilities when doing 
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so. The reserves are fully reported in the Budget Report presented to Full 
Council each year. 
 

Usable Reserves 
 
Usable reserves are defined as those that the Council could utilise to fund 
capital or revenue expenditure. The Council holds a number of reserves all 
of which, aside from the General Fund Reserve, have been set aside to meet 
specific future expenditure or risks including Private Finance Initiative (PFI) 
costs, statutory reserves, school balances and grants which cross over 
financial years. The Council needs to maintain reserves as, unlike central 
government borrowing money over the medium-term, other than for 
investment in assets, is not allowed and there is a requirement to balance 
budgets on an annual basis.   
 
The increase in usable reserves of £94.046m is mainly due to increases in 
the usable capital receipts reserve and capital grants unapplied and to a 
lesser extent the capital fund reserve to fund capital schemes for the general 
fund, as well as the capital financing reserve which has been set up to fund 
future increases in borrowing costs as a result of the Council’s capital 
programme. Much of this reflects the timing issues between funding being 
received and expenditure being incurred. 
 
In addition the unused the balance of the first tranche of grant for COVID-19 
(£18.2m) received in March 2020 has been therefore transferred into the 
reserve to meet future cost pressures of the pandemic.   
 
Reserves have also been set aside to support the financial position from 
2019/20 and over the next three years as reported during the budget setting 
process. This has enabled the planned use of one off funding from the 
Business Rates pilot and of social care grants to be used in a planned way 
to support council services and avoid cliff edges and the need for cuts when 
funding streams end.  
 

The usable reserves (as reported at Note 42 to the financial statements) are 
held for the following purposes: 

 

 

 

 

 

 
Type of Reserve 31 

March 
2019 
£M 

31 
March 
2020 
£M 

Capital 
Reserves held for capital purposes including capital 
receipts and capital grants unapplied  

 

142.3 

 

203.3 

 

Sub Total 142.3    203.3          

Revenue 

Statutory reserves that have to be set aside e.g. On 
street parking reserve, bus lane enforcement 

 

 

20.5 

 

 

25.0 

Reserves held for PFIs to meet contracted future costs 2.4 2.1 

Reserves held to smooth risk or for assurance including 
the insurance reserve of £18.6m and airport dividend 
reserve of £55.8m (Dividend is used a year in arrears) 

 

100.3 

 

117.8 

Business Rates Reserves  19.2 25.5 

Revenue reserves held to support capital including the 
Capital Fund  

113.4 116.8 

Reserves held to encourage economic growth or for 
public sector reform e.g. Our Manchester reserve, 
Town Hall reserve 

 

37.4 

 

30.8 

Small specific reserves 3.5 4.3 

Grants and contributions held to meet expenditure 
commitments over more than one year (incl. COVID-19) 

         
9.8 

 

26.4 

Sub Total 306.4 34.7 

Housing Revenue Account reserve (£35.6m earmarked for 
future PFI payments and other potential liabilities) 

104.4 109.4 

General Fund reserve  22,0 21.4 
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Type of Reserve 31 
March 
2019 
£M 

31 
March 
2020 
£M 

Schools reserves (these belong to schools and are for their 
use only) 

25.48 11.7 

Total 600.6 694.6 

 
Unusable Reserves 
 
Unusable reserves hold unrealised gains or losses for assets not yet 
disposed of and also accounting adjustments which are required by statute. 
These reserves cannot be used to fund capital or revenue expenditure 
 
The unusable reserves are shown in the table below: 

 
 

Unusable Reserve 
31 March 

2019 
£M 

31 March 
2020 
£M 

Revaluation Reserve  1.182.0 1,210.7 
Financial Instruments Revaluation Reserve  13.9 13.0 
Pensions Reserve  (952.6) (715.9) 
Capital Adjustment Account  1 280.7 1,296.4 
Deferred Capital Receipts Reserve  3.8 3.6 
Financial Instruments Adjustment Account  (1.1) (4.3) 
Collection Fund Adjustment Account  21.7 15.8 
Short-term Accumulated Absences Account  (5.7) (5.8) 

  1,542.7 1,813.5 
 
The negative pension reserve of £715.9m has reduced by £236.7m from the 
previous year. This matches the pension liability in the balance sheet as 
measured under International Accounting Standard (IAS) 19.  
 
The purpose of IAS19 is to create a comparison of the pension obligations 
of different employers. The IAS19 calculations are carried out using a 
prescribed method. This is different to the formal actuarial triennial 
valuations of the fund which set the level of contributions that need to be 
paid into the pension fund. With the triennial funding valuation any calculated 
deficit can be spread and paid off over a number of yea by an addition to the 
contribution rate. 

 
Overall the net worth of the Council has increased by £365m during 2019/20.  
 
The increase in usable reserves is mainly due to: 
 

● £18.2m increase due to the introduction of the first tranche of Covid-
19 funding which will support the 2020/21 revenue budget. 

● £61m increase in reserves held for capital purposes namely capital 
receipts and capital grants 

● £6.6m increase in the capital fund and capital financing reserve due 
to capital expenditure being delayed into future years. This reserve 
will be used to support future capital schemes. 

● £5m increase in HRA reserves due to delays in capital expenditure 
funded from revenue resources.  

 
The total increase in unusable reserves of £270.8m is mainly due to: 
 

● £236.7m reduction in the minus pension reserve following the IAS19 
actuarial valuation of the pension liability as outlined above  

● £15.7m increase in the capital adjustment account. This includes the 
costs of depreciation and impairment losses in addition to amounts 
set aside to finance capital expenditure including grants, contributions 
and capital receipts  

● £28.7m increase in revaluation reserve from the revaluations of non-
current assets, during 2019/20 mainly in relation to council dwellings 
and other land and buildings. 

 
The increase in the net worth is matched by an increase in value of net 
assets of the Council of £365m. 
 
The Council’s Balance Sheet 
 
The Balance Sheet shows a summary of the Council’s financial position as 
at the 31 March 2020, the last day of the financial year. This shows what the 
Council owns (its assets) and its debts (its liabilities) as well as the net worth 
of the Council assets less liabilities. 
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Assets £M Liabilities £M 

Council Dwellings 568.2 Borrowing 618.3 
Other Property and 
Equipment 1,969.9 Provisions for Future 

Liabilities 271.4 

Heritage Assets 542.4 Liability for Pension 
Scheme 715.9 

Investment Properties 475.2 
 

Capital Grants Received 
in Advance 

                    
9.7 

Other Assets 154.9 Money owed by the 
Council 217.8 

Investments 149.5   
Money owed to the 
Council 481.2   

Total 4,341.2 Total 1,833.2 

  Net Worth of the Council 2,508.0 

 
The net worth of the Council is £2,508,040m. This is split between usable 
reserves of £694,571m and unusable reserves of £1,813,469m. 
 
Cash Flow Statement 
 
This summarises the total movement on Cash and Cash equivalents during 
the year for revenue and capital purposes. 
 
The Council’s Group Accounts 
 
The Council conducts activities through a variety of undertakings, either 
under ultimate control or in partnership with other organisations. The 
standard financial statements consider the Council as a single entity 
accounting for its interests in other undertakings as investments. For a full 
picture of the Council’s involvement in other activities group accounts are 
prepared. These reflect the figures contained in the single entity accounts 
consolidated with figures for the Council’s material subsidiaries, associates 
and joint ventures. 
 

Subsidiaries are defined as organisations that the Council controls by having 
power over the organisation, exposure or rights to variable returns from its 
investment and the ability to use its power over the organisation to affect the 
amount of the return. The subsidiary considered to be material is Destination 
Manchester Limited. 
 
Associates are defined as organisations where the Council has significant 
influence. Significant influence is defined as the power to participate in 
financial and operating policy decisions of the investee. The assumption is 
that a holding of more than twenty percent of the voting power of an investee 
would bring significant influence. The Council has no associates considered 
to be material. 
 
Joint Ventures are defined as arrangements under which two or more parties 
have contractually agreed to share control such that decisions about 
activities that significantly affect returns require the unanimous consent of 
the parties sharing control and have the rights to the net assets of the 
arrangement The joint venture considered to be material is Manchester 
Airports Holdings Ltd. 
 
In producing the group accounts the Council is required by the CIPFA Code 
of Practice on Local Authority Accounting to make consolidation adjustments 
to take account of any differences in accounting policies between the Council 
and its subsidiaries, associates and joint ventures so that the group accounts 
are prepared on a standard set of policies. 
 
Land and buildings in the Council’s single entity accounts are valued at 
current value (i.e. the amount that would be paid for an asset in its existing 
use). Where sufficient market evidence is not available, the value is 
estimated at depreciated replacement cost, using the modern equivalent 
asset method (i.e. the market value of the land on which the building sits plus 
the current gross replacement cost of the building less an allowance for 
physical deterioration of the building). 
 
Manchester Airport Holdings Limited (MAHL) accounts are prepared using 
deemed cost for land and buildings. Deemed cost is the cost or valuation of 
assets as at 1 April 2005. Consequently property, plant and equipment is 
included in MAHL’s accounts at cost or deemed cost less accumulated 
depreciation. A valuation of MAHL’s land and building assets has been 
undertaken in order to align the accounting policy with that of the Council. 
This valuation has been used for the Council’s group accounts.  
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The land and building assets of Destination Manchester Limited (DML), 
which is a subsidiary within the Council group, are included in DML’s 
accounts at cost less accumulated depreciation and impairment. A valuation 
of DML’s land and building assets has been undertaken in order to align the 
accounting policy with that of the Council. This valuation has been used for 
the Council’s group accounts. 
 
All other accounting policies within the group have been aligned to those of 
the Council. 
 
The Group Accounts contain the Group Consolidated Income and 
Expenditure Statement, the Group Movement in Reserves Statement, the 
reconciliation of the single entity deficit to the group deficit / surplus, the 
Group Balance Sheet, the Group Cash Flow Statement and notes to the 
Group Accounts. 
 
Housing Revenue Account 
 
The Housing Revenue Account (HRA) is a record of revenue expenditure 
and income relating to an authority’s housing stock. Its primary purpose is to 
ensure that expenditure on managing tenancies and maintaining dwellings 
is balanced by rents charged to tenants. Consequently the HRA is a statutory 
account, ring-fenced from the rest of the General Fund, so that rents cannot 
be subsidised from council tax (or vice versa). 
 
The HRA Income and Expenditure Statement shows the economic cost in 
the year of providing housing services in accordance with generally accepted 
accounting practices, rather than the amount to be funded from rents and 
government grants. Authorities charge rents to cover expenditure in 
accordance with the legislative framework; this may be different from the 
accounting cost. The increase in the year, on the basis upon which rents are 
raised, is shown in the movement on the Housing Revenue Account 
Statement.  
 
 
Collection Fund 
 
The Collection Fund is a fund administered by the Council that shows the 
transactions of the billing authority (the Council), in relation to the collection 
of Council Tax and Non-Domestic Rates (NNDR) and how the income from 
these sources has been distributed to precepting authorities and the 
Council’s General Fund. The expenditure includes the precept payment for 

the services delivered across the borough by the Greater Manchester 
Combined Authority, specifically for the Mayoral Police and Crime 
Commissioner and Fire and Rescue services. It is a statutory requirement to 
maintain a Collection Fund to account for all the Council tax and Business 
rates income and expenditure the Council collects each year. 
 
Borrowing Limit 
 
In 2019/20 the Council had an authorised limit for borrowing of £1,521.4m 
(£1,351.4m for external debt and £170.0m for other long term liabilities such 
as PFIs and finance leases). The actual level of external debt at 31 March 
2020 is £618.3m. The borrowing limit is based on the Council’s Capital 
financing Requirement or CFR. The Council may meet this need from 
external borrowing or from ‘internal borrowing’ from its cash flow and cash 
backed reserves. 
 
During 2019/20 the Council has borrowed from Salix and Homes and 
Communities Agency, and has taken some temporary debt to manage cash 
flow. The Council has also repaid c. £1.5m of market debt which was due for 
repayment.  
 
Now the Greater Manchester Combined Authority has received the relevant 
borrowing powers the Council has transferred responsibility to the GMCA for 
funds it has been administering on its behalf. These include all loans from 
the HCA relating to City Deal Receipts and following the novation of all 
outstanding Housing Investment Fund investments and debtors to the 
Greater Manchester Combined Authority, the temporary loan from the 
Authority to the Council funding them has been written down. 
 
The external debt is made up of the following figures on the balance sheet: 
 
 

External Borrowing 2018/19 2019/20 
 £M £M 
Long-term Borrowing 607,2 585,4 
Short-term Borrowing 126.3 32,9 
Total 733.5 618.3 

 
Long term borrowing is reclassified as short term borrowing when it is due to 
be repaid within the next twelve months. 
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Whilst the 2019/20 Capital Programme was funded notionally by borrowing 
of £131m, the debt outstanding on the balance sheet at 31 March 2020 has 
decreased by £115m as the Council’s Treasury Management Strategy is to 
use cash backed reserves, i.e. internal borrowing, in lieu of external 
borrowing where possible.  
 
Due to historic low interest rates the Council retains minimal cash balances 
and reduces the use of external borrowing as borrowing rates are 
substantially higher than investment returns.  
 
 
The Council’s Cash Flow Statement 
 
This shows the reasons for the change in cash, cash equivalents 
(investments made for a period of less than three months) and the bank 
balance during the year. The cash balance at 31 March 2020 had increased 
by £29.5m from 31 March 2019.  
 
 
Major Acquisitions and Disposals 
 
The Council’s significant acquisitions of non-current assets during 2019/20 
included; 
 
Various properties at the Courtyard at Royal Mills £1.8m 
 
Properties at Edwin Road, East Manchester £2.9m 
 
Significant disposals in 2019/20 included schools which transferred to 
academy status. Their value upon disposal was £50.2m. Other significant 
disposals were: 
 
The former Waverley Care Home site at Hough End £2.1m 
Land at Toxteth Street East Manchester £0.8m 
Land in West Gorton £2.1m 
 
Investment in Manchester Airport Group   
 
The Council’s shareholding remains at 35.5%. The Council received 
significant dividend income during the year from this investment.  
 
 

Private Finance Initiatives (PFI) 
 
PFIs involve a private sector contractor building or improving buildings used 
in the provision of public services and operating and maintaining the asset 
for an agreed period of time. 
 
As at 31 March 2020, the Miles Platting Housing, Plymouth Grove Housing, 
Brunswick Housing, Temple School, Wright Robinson Sports College and 
Street Lighting PFI schemes were ongoing. The Housing Energy Services 
PFI ended during 2019/20. 
 
The schemes were funded as follows: 
 
Scheme Funding Source 
Housing schemes PFI grant and Housing Revenue Account 

(HRA) 
Schools schemes PFI grant and Dedicated Schools Grant 

(DSG) 
Street Lighting scheme PFI grant and Council resources 

 
Further details on these schemes are shown in Note 13. 
 
 
Private Public Partnership (PPP) Schemes 
 
The Council has developed the following PPP Schemes with private sector 
contractors to provide services to the Council and its residents: 
 

● Manchester Working – during 2006/07 the Council established a 
partnership arrangement with Morrison PLC for the provision of 
building maintenance services. 

● Indoor Leisure PPP – the renovation, maintenance and management 
of some indoor leisure facilities has been undertaken via a trust for 
more than ten years. A contract has again been awarded to Greenwich 
Leisure Ltd for the operation and maintenance of Leisure Buildings and 
Provision of Leisure Management Services. 

● Wythenshawe Forum PPP – the Council has established a trust, which 
has responsibility for the renovation, maintenance and facilities 
management of Wythenshawe Forum. 

● Car Parks Partnership – the Council has entered into a partnership 
with National Car Parks Limited to manage its car parks. 
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● Eastlands Trust – the Council has established a trust which has 
responsibility for the management of the National Cycling Centre, the 
National Squash Centre, the National Taekwondo Centre, the 
Regional Athletics Centre, the Regional Tennis Centre, the Regional 
Gymnastics Centre and Belle Vue Leisure Centre / Regional Hockey 
Facility. 

 
 
 
Events after the Balance Sheet Date 
 
Evens after the balance sheet date are those events that occur between the 
end of the reporting period (i.e. 31 March) and the date when the Statement 
of Accounts is authorised for issue. The Council is required to disclose any 
material events as a note to the accounts.  
 
Post balance sheet events have been reviewed up to the date that the 
accounts have been authorised for issue by the Deputy Chief Executive and 
City Treasurer. 
 
 
 
 
 
 
 
. 
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Manchester City Council Annual Statement of Accounts 2019/20 
 

The Statement of Responsibilities for the Annual Statement of Accounts 
 
The Council's Responsibilities 
 
The Council is required to: 
 

x make arrangements for the proper administration of its financial affairs and to 
secure that one of its officers has the responsibility for the administration of those 
affairs. In this Council, that officer is the Deputy Chief Executive and City 
Treasurer; 

x manage its affairs to secure economic, efficient and effective use of resources 
and safeguard its assets; and 

x approve the statement of accounts. 
 
The Deputy Chief Executive and City Treasurer's Responsibilities 
 
The Deputy Chief Executive and City Treasurer is responsible for the preparation of the 
Council’s and Group’s statement of accounts in accordance with proper practices as set 
out in the CIPFA / LASAAC Code of Practice on Local Authority Accounting in the United 
Kingdom (the Code). 
 
In preparing this statement of accounts, the Deputy Chief Executive and City Treasurer 
has: 
 

x selected suitable accounting policies and then applied them consistently; 
x made judgements and estimates that were reasonable and prudent; and 
x complied with the local authority code. 

 
The Deputy Chief Executive and City Treasurer has also: 
 

x kept proper accounting records which were up to date; and  
x taken reasonable steps for the prevention and detection of fraud and other 

irregularities. 
 
The statement of accounts gives a true and fair view of the financial position of the 
Council and Group as at 31 March 2020 and their income and expenditure for the year 
ended 31 March 2020. 
 
 
 
Carol Culley 
Deputy Chief Executive and City Treasurer  
28 July 2020 
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������ �������� ������ *URZWK�DQG�'HYHORSPHQW ������ �������� ������
����� ������� ����� &RUSRUDWH�,WHPV � ����� �������� �������
������ � ������ &RXQFLO�:LGH�&RVWV � ������ � ������
������ �������� �������� +RXVLQJ�5HYHQXH�$FFRXQW ������ �������� ��������

��������� ��������� ������� 1HW�FRVW�RI�VHUYLFHV� ��������� ��������� �������
2WKHU�RSHUDWLQJ�H[SHQGLWXUH

������ ������� ����� /RVV�RQ�GLVSRVDO�RI�QRQ�FXUUHQW�DVVHWV �� ������ ������� ������
������ � ������ /HYLHV� ������ � ������
����� � ����� 3D\PHQWV�WR�JRYHUQPHQW�KRXVLQJ�FDSLWDO�UHFHLSWV�SRRO ��D��� ����� � �����
������ ������� ������ 7RWDO�RWKHU�RSHUDWLQJ�H[SHQGLWXUH ������� ������� �������
������� ��������� �������� )LQDQFLQJ�DQG�LQYHVWPHQW�LQFRPH�DQG�H[SHQGLWXUH� �� ������� ��������� ��������

� ��������� ��������� 7D[DWLRQ�DQG�QRQ�VSHFLILF�JUDQW�LQFRPH�DQG�H[SHQGLWXUH �� � ��������� ���������
��������� ����������� ������ 'HILFLW�RQ�SURYLVLRQ�RI�VHUYLFHV ��������� ����������� ������

,WHPV�WKDW�ZLOO�QRW�EH�VXEVHTXHQWO\�FODVVLILHG�LQ�WKH�'HILFLW�RI�3URYLVLRQ�RI�
6HUYLFHV

�������� �6XUSOXV��RQ�UHYDOXDWLRQ�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�DVVHWV ��D ��������
����� ,PSDLUPHQW�ORVVHV�RQ�QRQ�FXUUHQW�DVVHWV�FKDUJHG�WR�WKH�5HYDOXDWLRQ�5HVHUYH ��D ������
������ 5H�PHDVXUHPHQWV�RI�WKH�QHW�GHILQHG�EHQHILW�OLDELOLW\ �� ���������

,WHPV�WKDW�ZLOO�EH�VXEVHTXHQWO\�FODVVLILHG�LQ�'HILFLW�RI�3URYLVLRQ�RI�6HUYLFHV

������� �6XUSOXV����GHILFLW�IURP�LQYHVWPHQWV�LQ�HTXLW\�LQVWUXPHQWV�GHVLJQDWHG�DW�IDLU�YDOXH�
WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH

��E ���

������� 7RWDO�RWKHU�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH ���������
������ 7RWDO�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH ���������

&DURO�&XOOH\
'HSXW\�&KLHI�([HFXWLYH�DQG�&LW\�7UHDVXUHU�

���-XO\�����
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

0RYHPHQW�,Q�5HVHUYHV�6WDWHPHQW

7KLV�VWDWHPHQW�VKRZV�WKH�PRYHPHQW�LQ�WKH�\HDU�RQ�WKH�GLIIHUHQW�UHVHUYHV�KHOG�E\�WKH�&RXQFLO��DQDO\VHG�LQWR��XVDEOH�UHVHUYHV���L�H��WKRVH�WKDW�FDQ�EH�DSSOLHG�WR�IXQG�H[SHQGLWXUH��DQG�XQXVDEOH�UHVHUYHV��7KH�GHILFLW�RQ�WKH�3URYLVLRQ�RI�6HUYLFHV�
OLQH�LQFOXGHV�DFFRXQWLQJ�DGMXVWPHQWV�IRU�VXFK�LWHPV�DV�GHSUHFLDWLRQ�WKDW�ZRXOG�EH�D�VLJQLILFDQW�FRVW�LQ�D�FRPPHUFLDO�RUJDQLVDWLRQ�EXW�ZKLFK�GR�QRW�QHHG�WR�EH�IXQGHG�E\�&RXQFLO�7D[��7KHVH�DUH�GLIIHUHQW�IURP�WKH�VWDWXWRU\�DPRXQWV�UHTXLUHG�WR�EH�
FKDUJHG�WR�WKH�*HQHUDO�)XQG�%DODQFH�DQG�WKH�+RXVLQJ�5HYHQXH�$FFRXQW�IRU�FRXQFLO�WD[�VHWWLQJ�DQG�GZHOOLQJV�UHQW�VHWWLQJ�SXUSRVHV��

�

*HQHUDO +RXVLQJ &DSLWDO &DSLWDO� 0DMRU� 7RWDO 7RWDO 7RWDO
)XQG 5HYHQXH 5HFHLSWV *UDQWV� 5HSDLUV 8VDEOH 8QXVDEOH &RXQFLO

5HVHUYHV $FFRXQW 5HVHUYH 8QDSSOLHG 5HVHUYH 5HVHUYHV 5HVHUYHV 5HVHUYHV
1RWH ����V ����V ����V ����V ����V ����V ����V ����V

5HVWDWHG 5HVWDWHG 5HVWDWHG
%DODQFH�DW���$SULO����� ��������� �������� �������� �������� ��� ��������� ����������� �����������

0RYHPHQW�LQ�UHVHUYHV�GXULQJ��������

7RWDO�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH &,(6 ������ ������� � � � ������ ������� ������
$GMXVWPHQWV�EHWZHHQ�DFFRXQWLQJ�EDVLV�DQG�IXQGLQJ�EDVLV�XQGHU�UHJXODWLRQV �E�DQG��� �������� ����� ������� �������� ������� ��������� ������� ���

�,QFUHDVH��RU�GHFUHDVH�LQ�\HDU �������� ������� ������� �������� ������� ��������� ������� ������
�

%DODQFH�DW����0DUFK����� ��������� ��������� �������� �������� ������� ��������� ����������� �����������

7RWDO�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH &,(6 ������ �������� � � � ������ ��������� ���������
$GMXVWPHQWV�EHWZHHQ�DFFRXQWLQJ�EDVLV�DQG�IXQGLQJ�EDVLV�XQGHU�UHJXODWLRQV �E�DQG��� �������� ������ �������� �������� ��� ��������� ������� �
�,QFUHDVH��RU�GHFUHDVH�LQ�\HDU �������� ������� �������� �������� ��� �������� ��������� ���������

�
%DODQFH�DW����0DUFK����� ��������� ��������� �������� ��������� ������� ��������� ����������� �����������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

%DODQFH�6KHHW

7KH�EDODQFH�VKHHW�VKRZV�WKH�&RXQFLO
V�EDODQFHV�RQ�DVVHWV��QRQ�FXUUHQW�DQG�FXUUHQW���OLDELOLWLHV��ORQJ�DQG�VKRUW�WHUP��DQG�QHW�ZRUWK�
�XVDEOH�DQG�XQXVDEOH�UHVHUYHV��DW�WKH�HQG�RI�WKH�FXUUHQW�DQG�SUHFHGLQJ�ILQDQFLDO�\HDU��

5HVWDWHG
���0DUFK ���0DUFK
���� ����
����V 1RWH ����V

1RQ�FXUUHQW�DVVHWV
��������� 3URSHUW\��SODQW�DQG�HTXLSPHQW �� ���������
������� +HULWDJH�DVVHWV �� �������
������� ,QYHVWPHQW�SURSHUWLHV �� �������

��� ,QWDQJLEOH�QRQ�FXUUHQW�DVVHWV ���
������� /RQJ�WHUP�LQYHVWPHQW�LQ�VXEVLGLDULHV��DVVRFLDWHV�DQG�MRLQW�YHQWXUHV �� �������
������ 2WKHU�ORQJ�WHUP�LQYHVWPHQWV �� ������
������� /RQJ�WHUP�GHEWRUV �� �������

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

&XUUHQW�DVVHWV
����� 6KRUW�WHUP�LQYHVWPHQWV �� ������
��� ,QYHQWRULHV�DQG�ORQJ�WHUP�FRQWUDFWV ���

������� 6KRUW�WHUP�GHEWRUV �� �������
������� &DVK�DQG�FDVK�HTXLYDOHQWV �� �������
������ 6KRUW�WHUP�DVVHWV�KHOG�IRU�VDOH �� �����

��� ,QWDQJLEOH�FXUUHQW�DVVHWV �� �
������� 7RWDO�FXUUHQW�DVVHWV �������

��������� 7RWDO�DVVHWV ���������

&XUUHQW�OLDELOLWLHV
��������� 6KRUW�WHUP�ERUURZLQJ �� ��������
��������� 6KRUW�WHUP�FUHGLWRUV �� ���������
�������� 6KRUW�WHUP�SURYLVLRQV �� ��������
�������� 6KRUW�WHUP�GHIHUUHG�OLDELOLWLHV �� ��������
��������� 7RWDO�FXUUHQW�OLDELOLWLHV ���������

��������� 7RWDO�DVVHWV�OHVV�FXUUHQW�OLDELOLWLHV ���������

/RQJ�WHUP�OLDELOLWLHV
������� /RQJ�WHUP�FUHGLWRUV �� �������
�������� /RQJ�WHUP�SURYLVLRQV �� ��������
��������� /RQJ�WHUP�ERUURZLQJ ���	��� ���������
��������� /RQJ�WHUP�GHIHUUHG�OLDELOLWLHV �� ���������
�������� &DSLWDO�JUDQWV�UHFHLSWV�LQ�DGYDQFH �� �������
��������� 3HQVLRQV�OLDELOLW\ �� ���������

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

��������� 1HW�DVVHWV ���������

)LQDQFHG�E\�
��������� 8VDEOH�UHVHUYHV �� ���������

����������� 8QXVDEOH�UHVHUYHV �� �����������
����������� 7RWDO�UHVHUYHV �����������

�
�
&DURO�&XOOH\
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

&DVK�)ORZ�6WDWHPHQW

7KH�&DVK�)ORZ�6WDWHPHQW�VKRZV�WKH�UHDVRQ�IRU�FKDQJHV�LQ�WKH�&RXQFLO
V�FDVK�EDODQFHV��LQFOXGLQJ�LQYHVWPHQWV�
IRU�SHULRGV�RI�OHVV�WKDQ�WKUHH�PRQWKV��GXULQJ�WKH�\HDU��,W�VKRZV�ZKHWKHU�WKDW�FKDQJH�LV�GXH�WR�RSHUDWLQJ�
DFWLYLWLHV��LQYHVWLQJ�RU�ILQDQFLQJ�DFWLYLWLHV��VXFK�DV�UHSD\PHQW�RI�ERUURZLQJ�RU�RWKHU�ORQJ�WHUP�OLDELOLWLHV��

5HVWDWHG
������� �������
����V 1RWH ����V

������ 1HW�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV ������

���������
$GMXVWPHQWV�WR�QHW�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV�IRU�QRQ�FDVK�
PRYHPHQWV �� ���������

�������
$GMXVWPHQWV�IRU�LWHPV�LQFOXGHG�LQ�WKH�QHW�GHILFLW�RQ�WKH�SURYLVLRQ�RI�
VHUYLFHV�WKDW�DUH�LQYHVWLQJ�DQG�ILQDQFLQJ�DFWLYLWLHV �� �������

�������� 1HW�FDVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV � ��������

������� ,QYHVWLQJ�DFWLYLWLHV �� ������
��������� )LQDQFLQJ�$FWLYLWLHV �� ��������

������ 1HW��LQFUHDVH��RU�GHFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV ��������

������� &DVK�DQG�FDVK�HTXLYDOHQWV�DW�WKH�EHJLQQLQJ�RI�WKH�UHSRUWLQJ�SHULRG �������

������� &DVK�DQG�FDVK�HTXLYDOHQWV�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG �� �������

�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWHV�WR�WKH�&RUH�)LQDQFLDO�6WDWHPHQWV
1RWH�� &RUSRUDWH�,WHPV
1RWH�� &RXQFLO�:LGH�&RVWV
1RWH�� ([SHQGLWXUH�DQG�)XQGLQJ�$QDO\VLV
1RWH�� 1RWH�WR�WKH�([SHQGLWXUH�DQG�)XQGLQJ�$QDO\VLV
1RWH�� 3ULRU�3HULRG�5HVWDWHPHQW�
1RWH�� ,PSDFW�RI�$FFRXQWLQJ�&KDQJHV�WKDW�KDYH�EHHQ�LVVXHG�EXW�QRW�\HW�DGRSWHG
1RWH�� $FFRXQWLQJ�&RQFHSWV�DQG�3ROLFLHV
1RWH�� &ULWLFDO�$FFRXQWLQJ�-XGJHPHQWV
1RWH�� .H\�6RXUFHV�RI�(VWLPDWLRQ�8QFHUWDLQW\
1RWH��� 6LJQLILFDQW�LWHPV�ZDUUDQWLQJ�DGGLWLRQDO�GLVFORVXUH
1RWH��� ([SHQGLWXUH�DQG�,QFRPH�$QDO\VLV
1RWH��� $GMXVWPHQWV�EHWZHHQ�DFFRXQWLQJ�DQG�IXQGLQJ�EDVLV�XQGHU�UHJXODWLRQV
1RWH��� /RQJ�7HUP�&RQWUDFWV
1RWH��� 1DWLRQDO�+HDOWK�6HUYLFHV�$FW������3RROHG�)XQGV
1RWH��� )LQDQFLQJ�DQG�LQYHVWPHQW�LQFRPH�DQG�H[SHQGLWXUH
1RWH��� 7D[DWLRQ�DQG�QRQ�VSHFLILF�JUDQW�LQFRPH
1RWH��� 5HYHQXH�JUDQWV�FUHGLWHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW
1RWH��� 0HPEHUV�$OORZDQFHV
1RWH��� 2IILFHUV
�(PROXPHQWV�DQG�6HQLRU�(PSOR\HHV
�5HPXQHUDWLRQ
1RWH��� ([LW�3DFNDJHV
1RWH��� $XGLW�)HHV
1RWH��� 3URSHUW\��3ODQW�DQG�(TXLSPHQW�
1RWH��� 'LVSRVDO�RI�$VVHWV
1RWH��� $FFRXQWLQJ�IRU�/RFDO�*RYHUQPHQW�6FKRROV
1RWH��� +HULWDJH�$VVHWV
1RWH��� 9DOXDWLRQ�RI�3URSHUW\��3ODQW�DQG�(TXLSPHQW
1RWH��� $VVHWV�+HOG�IRU�6DOH
1RWH��� $VVHWV�5HFRJQLVHG�8QGHU�3),�DQG�6LPLODU�$UUDQJHPHQWV
1RWH��� $VVHWV�+HOG�DV�/HVVHH
1RWH��� $VVHWV�+HOG�DV�/HVVRU
1RWH��� ,QYHVWPHQW�3URSHUWLHV
1RWH��� &DSLWDO�([SHQGLWXUH�DQG�&DSLWDO�)LQDQFLQJ
1RWH��� &RQWUDFWHG�&DSLWDO�&RPPLWPHQWV
1RWH��� ,QYHVWPHQWV
1RWH��� 'HEWRUV�DQG�3D\PHQWV�LQ�$GYDQFH
1RWH��� ,QWDQJLEOH�&XUUHQW�$VVHWV
1RWH��� &UHGLWRUV�DQG�5HFHLSWV�LQ�$GYDQFH
1RWH��� $QDO\VLV�RI�/RQJ�WHUP�%RUURZLQJ
1RWH��� 'HIHUUHG�/LDELOLWLHV
1RWH��� 3URYLVLRQV
1RWH��� )LQDQFLDO�,QVWUXPHQWV
1RWH��� 8VDEOH�5HVHUYHV
1RWH��� 8QXVDEOH�5HVHUYHV
1RWH��� 'HGLFDWHG�6FKRROV�*UDQW
1RWH��� /RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH
1RWH��� 7HDFKHUV
�3HQVLRQ�6FKHPH
1RWH��� 1DWLRQDO�+HDOWK�6HUYLFH�3HQVLRQ�6FKHPH
1RWH��� &RQWLQJHQW�$VVHWV�DQG�/LDELOLWLHV
1RWH��� 5HODWHG�3DUW\�7UDQVDFWLRQV
1RWH��� 7UXVW�)XQGV
1RWH��� $QDO\VLV�RI�&DVK�DQG�&DVK�(TXLYDOHQWV
1RWH��� &DVK�)ORZ�6WDWHPHQW���$GMXVWPHQWV�WR�QHW�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV�IRU�QRQ�

FDVK�PRYHPHQWV
1RWH��� &DVK�)ORZ�6WDWHPHQW���$GMXVWPHQWV�IRU�LWHPV�LQFOXGHG�LQ�WKH�QHW�GHILFLW�RQ�WKH�SURYLVLRQ�

RI�VHUYLFHV�WKDW�DUH�LQYHVWLQJ�DQG�ILQDQFLQJ�DFWLYLWLHV
1RWH��� &DVK�)ORZ�6WDWHPHQW���2SHUDWLQJ�$FWLYLWLHV
1RWH��� &DVK�)ORZ�6WDWHPHQW���,QYHVWLQJ�$FWLYLWLHV
1RWH��� &DVK�)ORZ�6WDWHPHQW���)LQDQFLQJ�$FWLYLWLHV
1RWH��� &DVK�)ORZ�6WDWHPHQW���5HFRQFLOLDWLRQ�RI�OLDELOLWLHV�DULVLQJ�IURP�)LQDQFLQJ�$FWLYLWLHV
1RWH��� (YHQWV�DIWHU�WKH�%DODQFH�6KHHW�'DWH
1RWH��� $XWKRULVDWLRQ�IRU�,VVXH�RI�WKH�6WDWHPHQW�RI�$FFRXQWV
�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH����&RUSRUDWH�,WHPV

7KH�WDEOH�EHORZ�DQDO\VHV�WKH�ILJXUH�LQFOXGHG�LQ�WKH�FRUSRUDWH�LWHPV�OLQH�RI�WKH�&RPSUHKHQVLYH�
,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�

5HVWDWHG
������� �������
����V ����V

*URVV�([SHQGLWXUH
,QVXUDQFH�&RVWV ����� �����

$SSUHQWLFH�/HY\ ��� ���

2WKHU�&HQWUDO�([SHQGLWXUH� ����� �����

����� �����

*URVV�,QFRPH
,QVXUDQFH�,QFRPH � ����������������� � �����������������

+LJKHU�(GXFDWLRQ�)XQG�*UDQW � ���������������� � ����������������

&RQWULEXWLRQ�IURP�&&* � � ����������������

2WKHU�*UDQWV � ������������������ �
)RUWXLWRXV�,QFRPH�LQFOXGLQJ�HYHQWV�LQFRPH�DQG�UHQWDO�LQFRPH � ����������������� � ����������������

2WKHU�&HQWUDO�,QFRPH � ���������������� � ����������������

� ���������������� � ���������������

7RWDO�&RUSRUDWH�,WHPV ����� �������

1RWH����&RXQFLO�:LGH�&RVWV

7KH�WDEOH�EHORZ�DQDO\VHV�WKH�ILJXUH�LQFOXGHG�LQ�WKH�FRXQFLO�ZLGH�FRVWV�OLQH�RI�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�

������� �������
����V ����V

3HQVLRQV�3DVW�6HUYLFH�&RVWV ����� ������
)LQDQFLDO�$VVHW�,PSDLUPHQW�LQ�DFFRUGDQFH�ZLWK�,)56� ����� ���
'HSUHFLDWLRQ���1RQ�2SHUDWLRQDO�3URSHUWLHV ��� ���
,PSDLUPHQW���1RQ�2SHUDWLRQDO�3URSHUWLHV ������ �����
7RWDO�&RXQFLO�:LGH�&RVWV ������ ������

3DVW�VHUYLFH�FRVWV�KDYH�LQFUHDVHG�GXH�WR�WKH�UHFRJQLWLRQ�RI�OLDELOLWLHV�IROORZLQJ�WKH�0F&ORXG�
MXGJHPHQW�ZKLFK�UHIHUV�WR�WKH�&RXUW�RI�$SSHDO
V�UXOLQJ�WKDW�SXEOLF�VHFWRU�SHQVLRQ�UHIRUPV�
XQODZIXOO\�WUHDWHG�H[LVWLQJ�SXEOLF�VHFWRUV�GLIIHUHQWO\�EDVHG�XSRQ�PHPEHUV�DJHV�
�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH����([SHQGLWXUH�DQG�)XQGLQJ�$QDO\VLV�

7KH�([SHQGLWXUH�DQG�)XQGLQJ�$QDO\VLV�VKRZV�IRU�HDFK�RI�WKH�&RXQFLO
V�GLUHFWRUDWHV��D�FRPSDULVRQ�RI�WKH�QHW�H[SHQGLWXUH�DV�SHU�WKH�UHYHQXH�RXWWXUQ�UHSRUWV�WR�([HFXWLYH�DQG�WKH�QHW�H[SHQGLWXUH�LQ�WKH�&,(6�DQG�
H[SODLQV�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�WZR�

������� �������

�
5HVWDWHG�������������������

$V�UHSRUWHG�WR�
0HPEHUV

�$GMXVWPHQWV�WR�
DUULYH�DW�QHW�DPRXQW�
FKDUJHDEOH�WR�WKH�
JHQHUDO�IXQG�DQG�
+5$�EDODQFHV

1HW�H[SHQGLWXUH�
FKDUJHDEOH�WR�WKH�
JHQHUDO�IXQG�DQG�
+5$�EDODQFHV

5HVWDWHG�����������������
$GMXVWPHQWV�
EHWZHHQ�

IXQGLQJ�DQG�
DFFRXQWLQJ�

EDVLV

5HVWDWHG�������������
1HW�H[SHQGLWXUH�

LQ�WKH�
&RPSUHKHQVLYH�
,QFRPH�DQG�
([SHQGLWXUH�
6WDWHPHQW

�$V�UHSRUWHG�WR�
0HPEHUV

$GMXVWPHQWV�WR�
DUULYH�DW�QHW�
DPRXQW�

FKDUJHDEOH�WR�WKH�
JHQHUDO�IXQG�DQG�
+5$�EDODQFHV

1HW�
H[SHQGLWXUH�
FKDUJHDEOH�WR�
WKH�JHQHUDO�

IXQG�DQG�+5$�
EDODQFHV

$GMXVWPHQWV�
EHWZHHQ�

IXQGLQJ�DQG�
DFFRXQWLQJ�

EDVLV

1HW�H[SHQGLWXUH�
LQ�WKH�

&RPSUHKHQVLYH�
,QFRPH�DQG�
([SHQGLWXUH�
6WDWHPHQW

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

1RWH��D 1RWH��E 1RWH��D 1RWH��E
������� ������� ������� ����� ������� $GXOW�6RFLDO�&DUH ������� ������� ������� ����� �������
������ ����� ������ ����� ������ +RPHOHVVQHVV ������ ������� ������ ����� ������
������� ����� ������� ������ ������� &KLOGUHQ
V�6HUYLFHV ������� ������ ������� ������ �������
������ ������� ������ ������ ������ &RUSRUDWH�&RUH ������ ����� ������ ������ ������
������ ������� ������ ������ ������� 1HLJKERXUKRRGV�DQG�+LJKZD\V� ������ �������� ������ ������ �������
����� ������ ������ ������ ������ *URZWK�DQG�'HYHORSPHQW ����� ������ ������ ������ ������
������ �������� ����� ������� ����� &RUSRUDWH�,WHPV ����� �������� ������� � �������

� � � ������ ������ &RXQFLO�:LGH�&RVWV � � � ������ ������
������� ������� ������� ������� �������� +RXVLQJ�5HYHQXH�$FFRXQW ������� ������� �������� �������� ��������
������� ������� ������� ������� ������� 1HW�&RVW�RI�6HUYLFHV ������� ������� ������� ������� �������

��������� �������� ��������� �������� ��������� 2WKHU�,QFRPH�DQG�([SHQGLWXUH ��������� �������� ��������� �������� ���������
������� �������� �������� ������ ������ 'HILFLW�RQ�3URYLVLRQ�RI�6HUYLFHV ������� �������� �������� ������ ������

2SHQLQJ�*HQHUDO�
)XQG�DQG�+5$�
5HVHUYHV ������� �

2SHQLQJ�
*HQHUDO�)XQG�
DQG�+5$�
5HVHUYHV �������

,)56��UHVWDWHPHQW �����
,)56��
UHVWDWHPHQW �

6XUSOXV�RQ�*HQHUDO�
)XQG�DQG�+5$�
5HVHUYHV�LQ�\HDU ������ �

�6XUSOXV�RQ�
*HQHUDO�)XQG�
DQG�+5$�
5HVHUYHV�LQ�
\HDU ������

&ORVLQJ�*HQHUDO�
)XQG�DQG�+5$�
5HVHUYHV�DW����
0DUFK ������� �

&ORVLQJ�*HQHUDO�
)XQG�DQG�+5$�
%DODQFH�DW����
0DUFK �������

7KH�1HLJKERXUKRRGV�DQG�+LJKZD\V�UHSRUWHG�WR�PHPEHUV�ILJXUH�LQ���������KDV�LQFUHDVHG�GXH�WR�WKH�UHYHUVDO�RI�D�RQH�RII�WUDQVIHU�IURP�WKH�ZDVWH�OHY\�WR�WKH�WUDQVSRUW�OHY\��VKRZQ�ZLWKLQ�RWKHU�LQFRPH�DQG�H[SHQGLWXUH��RI��������
P�

$GMXVWPHQWV�WR�DUULYH�DW�WKH�QHW�DPRXQW�FKDUJHDEOH�WR�WKH�JHQHUDO�IXQG�DQG�+5$�EDODQFHV��VKRZQ�LQ�QRWH��D��LQFOXGH�WKRVH�WKDW�KDYH�WR�EH�VKRZQ�LQ�GLIIHUHQW�OLQHV�LQ�WKH�&,(6�IURP�ZKHUH�WKH\�DUH�UHSRUWHG�LQ�WKH�RXWWXUQ�UHSRUW�
�H�J��LQWHUHVW�SDLG�RU�UHFHLYHG��LPSDLUPHQW�RI�EDG�GHEW�SURYLVLRQV���WUDQVIHUV�WR�RU�IURP�UHVHUYHV�WKDW�DUH�VKRZQ�LQ�WKH�0,56�EXW�DUH�LQFOXGHG�ZLWKLQ�WKH�ILJXUHV�UHSRUWHG�LQ�WKH�RXWWXUQ�DQG�UHFKDUJHV�EHWZHHQ�VHUYLFHV�WKDW�KDYH�WR�
EH�H[FOXGHG�IURP�WKH�&,(6�

$GMXVWPHQWV�EHWZHHQ�IXQGLQJ�DFFRXQWLQJ�EDVLV��VKRZQ�LQ�QRWH��E��DUH�LWHPV�H[FOXGHG�IURP�WKH�UHSRUWHG�RXWWXUQ�DV�WKH\�DUH�WHFKQLFDO�DGMXVWPHQWV�WKDW�QHW�WR�QLO�DFURVV�FRXQFLO�VHUYLFHV�EXW�DUH�UHTXLUHG�WR�EH�VKRZQ�ZLWKLQ�WKH�
&,(6��7KHVH�DUH�FODVVLILHG�DV�HLWKHU�FDSLWDO��SHQVLRQV��FROOHFWLRQ�IXQG�RU�RWKHU�DGMXVWPHQWV��)XUWKHU�GHWDLO�LV�VKRZQ�LQ�QRWH���

7KH�VSOLW�RI�WKH�JHQHUDO�IXQG�DQG�+5$�UHVHUYHV�LV�VKRZQ�LQ�WKH�PRYHPHQW�LQ�UHVHUYHV�VWDWHPHQW�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH����1RWH�WR�WKH�([SHQGLWXUH�DQG�)XQGLQJ�$QDO\VLV

�D��$GMXVWPHQWV�WR�DUULYH�DW�QHW�DPRXQW�FKDUJHDEOH�WR�WKH�JHQHUDO�IXQG�DQG�+5$�EDODQFHV�
�������

2WKHU�$GMXVWPHQWV

5HVWDWHG�
$GMXVWPHQWV�
UHODWLQJ�WR�

RWKHU�LQFRPH�
DQG�

H[SHQGLWXUH�
�L�

5HVWDWHG�
$GMXVWPHQWV�
UHODWLQJ�WR�

WUDQVIHUV�WR���
IURP�

UHVHUYHV�
�LL�

5HVWDWHG�
$GMXVWPHQWV�
UHODWLQJ�WR�
LQWHUQDO�

UHFKDUJHV�
�LLL�

5HVWDWHG�
7RWDO�

$GMXVWPHQWV�
���� ���� ���� ����

$GXOWV�6RFLDO�&DUH � ��� ������� �������
+RPHOHVVQHVV ��� ����� ����� �����
&KLOGUHQ
V�6HUYLFHV ����� ����� ����� �����
&RUSRUDWH�&RUH ����� �������� ����� �������
1HLJKERXUKRRGV�DQG�+LJKZD\V �������� ����� ������� �������
*URZWK�DQG�'HYHORSPHQW ������ ����� ��� ������
&RUSRUDWH�,WHPV ������� ����� ��� ��������
&RXQFLO�:LGH � � � �
+RXVLQJ�5HYHQXH�$FFRXQW ������� � � �������
1HW�&RVW�RI�6HUYLFHV ������� ����� � �������
2WKHU�,QFRPH�DQG�([SHQGLWXUH�
IURP�WKH�([SHQGLWXUH�DQG�
)XQGLQJ�$QDO\VLV ����� �������� � ��������
'LIIHUHQFH�EHWZHHQ�*HQHUDO�
)XQG�DQG�+5$�6XUSOXV�DQG�
&RPSUHKHQVLYH�,QFRPH�DQG�
([SHQGLWXUH�6WDWHPHQW�'HILFLW�RQ�
WKH�3URYLVLRQ�RI�6HUYLFHV� � �������� � ��������

�D��$GMXVWPHQWV�WR�DUULYH�DW�QHW�DPRXQW�FKDUJHDEOH�WR�WKH�JHQHUDO�IXQG�DQG�+5$�EDODQFHV�
�������

2WKHU�$GMXVWPHQWV

$GMXVWPHQWV�
UHODWLQJ�WR�

RWKHU�LQFRPH�
DQG�

H[SHQGLWXUH�
�L�

$GMXVWPHQWV�
UHODWLQJ�WR�

WUDQVIHUV�WR���
IURP�

UHVHUYHV
�LL�

$GMXVWPHQWV�
UHODWLQJ�WR�
LQWHUQDO�
UHFKDUJHV

�LLL�
7RWDO�

$GMXVWPHQWV�
���� ���� ���� ����

$GXOWV�6RFLDO�&DUH ����� ����� ������� �������
+RPHOHVVQHVV � ��� ������� �������
&KLOGUHQ
V�6HUYLFHV ����� ������ �� ������
&RUSRUDWH�&RUH ������� �� ����� �����
1HLJKERXUKRRGV�DQG�+LJKZD\V �������� ����� ������� ��������
*URZWK�DQG�'HYHORSPHQW ������ ��� ��� ������
&RUSRUDWH�,WHPV �������� ����� ��� ��������
&RXQFLO�:LGH � � � �
+RXVLQJ�5HYHQXH�$FFRXQW ������� � � �������
1HW�&RVW�RI�6HUYLFHV �������� ������ ������� �������
2WKHU�,QFRPH�DQG�([SHQGLWXUH�
IURP�WKH�([SHQGLWXUH�DQG�
)XQGLQJ�$QDO\VLV ������ �������� ����� ��������
'LIIHUHQFH�EHWZHHQ�*HQHUDO�
)XQG�DQG�+5$�6XUSOXV�DQG�
&RPSUHKHQVLYH�,QFRPH�DQG�
([SHQGLWXUH�6WDWHPHQW�'HILFLW�RQ�
WKH�3URYLVLRQ�RI�6HUYLFHV� � �������� � ��������

�L��$GMXVWPHQWV�UHODWLQJ�WR�RWKHU�LQFRPH�H[SHQGLWXUH�LQFOXGH�OHYLHV��3),�JUDQWV��WUDQVDFWLRQV�
UHODWLQJ�WR�LQYHVWPHQW�SURSHUWLHV�DQG�VHUYLFH�VSHFLILF�LQWHUHVW�SD\PHQWV�DQG�UHFHLSWV�ZKLFK�DUH�
UHSRUWHG�DV�SDUW�RI�VHUYLFH�FRVWV�LQ�WKH�RXWWXUQ�UHSRUW�EXW�DUH�QRW�LQFOXGHG�LQ�QHW�FRVW�RI�
VHUYLFHV�LQ�WKH�&,(6�
�LL��7UDQVIHUV�WR�DQG�IURP�UHVHUYHV�ZKLFK�DUH�LQFOXGHG�LQ�WKH�RXWWXUQ�UHSRUW�EXW�DUH�QRW�VKRZQ�
ZLWKLQ�WKH�&,(6�

�LLL��,QWHUQDO�UHFKDUJHV�EHWZHHQ�VHUYLFHV�DUH�LQFOXGHG�LQ�WKH�RXWWXUQ�UHSRUW�EXW�DUH�QRW�VKRZQ�
ZLWKLQ�WKH�&,(6�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

�E��$GMXVWPHQWV�EHWZHHQ�)XQGLQJ�DQG�$FFRXQWLQJ�%DVLV��������

$GMXVWPHQWV�EHWZHHQ�IXQGLQJ�
DQG�DFFRXQWLQJ�EDVLV

5HVWDWHG�
$GMXVWPHQWV�
IRU�&DSLWDO�
3XUSRVHV

�L�

�3HQVLRQ�
$GMXVWPHQWV

�LL�

&ROOHFWLRQ�
)XQG�

$GMXVWPHQWV�
�LLL�

2WKHU�
$GMXVWPHQWV�

�LY�
���� ���� ���� ����

$GXOWV�6RFLDO�&DUH ����� ����� � �
+RPHOHVVQHVV � ����� � �
&KLOGUHQ
V�6HUYLFHV ������ ������ � �����
&RUSRUDWH�&RUH ����� ������ � �
1HLJKERXUKRRGV�DQG�+LJKZD\V ������ ����� � �
*URZWK�DQG�'HYHORSPHQW ������ ����� � ����
&RUSRUDWH�,WHPV ������� � � �
&RXQFLO�:LGH�&RVWV ������ ����� � �
+RXVLQJ�5HYHQXH�$FFRXQW ������� ��� � �
1HW�&RVW�RI�6HUYLFHV ������ ������ � �����
2WKHU�,QFRPH�DQG�([SHQGLWXUH�
IURP�WKH�([SHQGLWXUH�DQG�
)XQGLQJ�$QDO\VLV �������� ������ ����� �����
'LIIHUHQFH�EHWZHHQ�*HQHUDO�
)XQG�DQG�+5$�6XUSOXV�DQG�
&RPSUHKHQVLYH�,QFRPH�DQG�
([SHQGLWXUH�6WDWHPHQW�'HILFLW�RQ�
WKH�3URYLVLRQ�RI�6HUYLFHV� ����� ������ ����� �����

�E��$GMXVWPHQWV�EHWZHHQ�)XQGLQJ�DQG�$FFRXQWLQJ�%DVLV��������

$GMXVWPHQWV�EHWZHHQ�IXQGLQJ�
DQG�DFFRXQWLQJ�EDVLV

$GMXVWPHQWV�
IRU�&DSLWDO�
3XUSRVHV

�L�

3HQVLRQ�
$GMXVWPHQWV�

�LL�

&ROOHFWLRQ�
)XQG�

$GMXVWPHQWV�
�LLL�

2WKHU�
$GMXVWPHQWV�

�LY�
���� ���� ���� ����

$GXOWV�6RFLDO�&DUH ����� ����� � �
+RPHOHVVQHVV � ����� � �
&KLOGUHQ
V�6HUYLFHV ������ ������ � ���
&RUSRUDWH�&RUH ����� ������ � �
1HLJKERXUKRRGV�DQG�+LJKZD\V ������ ����� � �
*URZWK�DQG�'HYHORSPHQW ������ ����� � ����
&RUSRUDWH�,WHPV � � � �
&RXQFLO�:LGH�&RVWV ����� ������ � �
+RXVLQJ�5HYHQXH�$FFRXQW �������� ��� � �
1HW�&RVW�RI�6HUYLFHV ������ ������ � ���
2WKHU�,QFRPH�DQG�([SHQGLWXUH�
IURP�WKH�([SHQGLWXUH�DQG�
)XQGLQJ�$QDO\VLV ��������� ������ ����� �����
'LIIHUHQFH�EHWZHHQ�*HQHUDO�
)XQG�DQG�+5$�6XUSOXV�DQG�
&RPSUHKHQVLYH�,QFRPH�DQG�
([SHQGLWXUH�6WDWHPHQW�'HILFLW�RQ�
WKH�3URYLVLRQ�RI�6HUYLFHV� �������� ������ ����� �����

� �

�L��$GMXVWPHQWV�UHODWLQJ�WR�FDSLWDO�LQFOXGH�GHSUHFLDWLRQ��DPRUWLVDWLRQ�RI�LQWDQJLEOH�DVVHWV�
LPSDLUPHQW��UHYHQXH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH��PRYHPHQWV�LQ�LQYHVWPHQW�SURSHUW\�
YDOXDWLRQV��JDLQ���ORVV�RQ�GLVSRVDO�RI�QRQ�FXUUHQW�DVVHWV��FDSLWDO�JUDQWV�DQG�FRQWULEXWLRQV��+5$�
3),�DGMXVWPHQWV��PLQLPXP�UHYHQXH�SURYLVLRQ�DQG�UHYHQXH�FRQWULEXWLRQ�WR�FDSLWDO�RXWOD\�

�LL��$GMXVWPHQWV�UHODWLQJ�WR�SHQVLRQV�DUH�WKH�UHPRYDO�RI�HPSOR\HH�SHQVLRQ�FRVWV�IRU�WKH�/RFDO�
*RYHUQPHQW�3HQVLRQ�6FKHPH�DQG�WKHLU�UHSODFHPHQW�ZLWK�FXUUHQW�VHUYLFH�FRVWV�DQG�SDVW�
VHUYLFH�FRVWV�SOXV�WKH�QHW�LQWHUHVW�RQ�WKH�GHILQHG�SHQVLRQ�OLDELOLW\��

�LLL��7KLV��UHSUHVHQWV�WKH�GLIIHUHQFH�EHWZHHQ�ZKDW�LV�FKDUJHDEOH�XQGHU�VWDWXWRU\�UHJXODWLRQV�IRU
�FRXQFLO�WD[�DQG�11'5�L�H��WKH�DPRXQW�HVWLPDWHG�LQ�WKH�SUHFHGLQJ�-DQXDU\�DQG�WKH�DFWXDO�
LQFRPH�GXH�RQ�DQ�DFFUXDOV�EDVLV��7KLV�GLIIHUHQFH�DQG�LV�KHOG�ZLWKLQ�WKH�&ROOHFWLRQ�)XQG�

�LY��2WKHU�DGMXVWPHQWV�LQFOXGH�VRIW�ORDQV��HPSOR\HH�EHQHILW�DFFUXDOV�DQG�WKH�SD\PHQW�WR�WKH�
KRXVLQJ�FDSLWDO�UHFHLSWV�SRRO�
�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH����3ULRU�3HULRG�5HVWDWHPHQW�

7KH�SULRU�SHULRG�LV�UHVWDWHG�VR�WKDW���������LV�SUHVHQWHG�LQ�D�FRPSDUDEOH�ZD\�WR���������

6HUYLFH�([SHQGLWXUH�DQG�,QFRPH

([SHQGLWXUH�DQG�LQFRPH�RQ�VHUYLFHV�DUH�VKRZQ�LQ�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�LQ�DFFRUGDQFH�ZLWK�WKH�
&,3)$�&RGH�RI�3UDFWLFH�RQ�/RFDO�$XWKRULW\�$FFRXQWLQJ�LQ�WKH�8QLWHG�.LQJGRP�

7KH�&RGH�UHTXLUHV�WKDW�DXWKRULWLHV�SUHVHQW�H[SHQGLWXUH�DQG�LQFRPH�RQ�VHUYLFHV�RQ�WKH�EDVLV�RI�LWV�
UHSRUWDEOH�VHJPHQWV
��WKHVH�DUH�
EDVHG�RQ�WKH�&RXQFLO
V�LQWHUQDO�PDQDJHPHQW�UHSRUWLQJ�VWUXFWXUH�

7KH���������JURVV�LQFRPH�DQG�H[SHQGLWXUH�ILJXUHV�KDYH�EHHQ�UHVWDWHG�WR�UHIOHFW�WUDQVIHUV�RI�VHUYLFHV�EHWZHHQ�GLUHFWRUDWHV�LQ�
���������7KHVH�LQFOXGH�WKH�WUDQVIHU�RI�<RXWK�6HUYLFHV�IURP�&KLOGUHQ
V�6HUYLFHV�WR�1HLJKERXUKRRGV�DQG�+LJKZD\V�DQG�WKH�WUDQVIHU�
RI�WKH�)L[HG�3HQDOW\�(QIRUFHPHQW�VHUYLFH�IURP�1HLJKERXUKRRGV�DQG�+LJKZD\V�WR�&RUSRUDWH�&RUH�

,Q�DGGLWLRQ�UHYLVHG�JXLGDQFH�KDV�EHHQ�SURGXFHG�E\�&,)3$�WKDW�FRQWULEXWLRQV�WR�SURYLVLRQV�IRU�WKH�LPSDLUPHQW�RI�GHEW�VKRXOG�EH�
VKRZQ�ZLWKLQ�ILQDQFLQJ�DQG�LQYHVWPHQW�LQFRPH�DQG�H[SHQGLWXUH�UDWKHU�WKDQ�ZLWKLQ�QHW�FRVW�RI�VHUYLFHV��,Q�RUGHU�WR�SURYLGH�D�
FRQVLVWHQW�FRPSDULVRQ�WKH���������ILJXUHV�KDYH�EHHQ�UHVWDWHG�

$�VKRUWIDOO�LQ�LPSDLUPHQW�LQ���������RQ�&RXQFLO�GZHOOLQJV�UHODWLQJ�WR�WKH�%UXQVZLFN�3),�KDV�EHHQ�FRUUHFWHG��7KLV�KDV�UHVXOWHG�LQ�DQ�
LQFUHDVH�LQ�WKH�GHILFLW�VKRZQ�RQ�LQ�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�RI��������P�LQ����������7KLV�DOVR�
UHVXOWV�LQ�DQ�LQFUHDVH�LQ�7RWDO�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�RI��������P�

7KH�WDEOHV�EHORZ�VKRZV�KRZ�WKH�QHW�H[SHQGLWXUH��JURVV�H[SHQGLWXUH�DQG�JURVV�LQFRPH�KDYH�EHHQ�UHVWDWHG��

$V�UHSRUWHG�LQ�
WKH���������

&,(6

7UDQVIHU�RI�
VHUYLFHV�
EHWZHHQ�

GLUHFWRUDWHV

&RQWULEXWLRQV�WR�
���IURP��

SURYLVLRQV�IRU�
LPSDLUPHQW�RI�

GHEW
$GGLWLRQDO�
LPSDLUPHQW

$V�UHVWDWHG�
�������

���� ���� ���� ���� ����
1HW�([SHQGLWXUH
'LUHFWRUDWH�/LQH
$GXOWV�6RFLDO�&DUH ������� ������� � � �������
+RPHOHVVQHVV ������ � ��� � ������
&KLOGUHQ
V�6HUYLFHV ������� � � � �������
&RUSRUDWH�&RUH � ������ �������� ������� � ������
1HLJKERXUKRRGV�DQG�+LJKZD\V ������� ������ ������� � �������
*URZWK�DQG�'HYHORSPHQW ������ � ����� � ������
&RUSRUDWH�,WHPV ����� � �� � �����
&RXQFLO�:LGH�&RVWV ������ � � � ������
+RXVLQJ�5HYHQXH�$FFRXQW �������� � ����� ������ ��������
7RWDO�1HW�&RVW�RI�6HUYLFHV ������� � ������� ������ �������
)LQDQFLQJ�DQG�,QYHVWPHQW�,QFRPH�DQG�([SHQGLWXUH �������� � ����� � ��������
7RWDO ������� � � ������ �������

*URVV�([SHQGLWXUH
'LUHFWRUDWH�/LQH
$GXOWV�6RFLDO�&DUH ������� ������� � � �������
+RPHOHVVQHVV ������ � ��� � ������
&KLOGUHQ
V�6HUYLFHV ������� � � � �������
&RUSRUDWH�&RUH � ������� ������ ������� � �������
1HLJKERXUKRRGV�DQG�+LJKZD\V ������� ������� ������� � �������
*URZWK�DQG�'HYHORSPHQW ������ � ����� � ������
&RUSRUDWH�,WHPV ����� � �� � �����
&RXQFLO�:LGH�&RVWV ������ � � � ������
+RXVLQJ�5HYHQXH�$FFRXQW ������ � ����� ������ ������
7RWDO�1HW�&RVW�RI�6HUYLFHV�*URVV�([SHQGLWXUH ��������� � ������� ������ ���������
)LQDQFLQJ�DQG�,QYHVWPHQW�,QFRPH�DQG�([SHQGLWXUH ������� � ����� � �������
7RWDO ��������� � � ������ ���������

Page 49

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_34
36



0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

*URVV�,QFRPH
'LUHFWRUDWH�/LQH
$GXOWV�6RFLDO�&DUH �������� � ������������������� � � � �������������
+RPHOHVVQHVV �������� � � � � �������������
&KLOGUHQ
V�6HUYLFHV ��������� � � � � ������������
&RUSRUDWH�&RUH � ��������� �������� � � � ������������
1HLJKERXUKRRGV�DQG�+LJKZD\V �������� � ��������������� � � � �������������
*URZWK�DQG�'HYHORSPHQW �������� � � � � �������������
&RUSRUDWH�,WHPV ������� � � � � ��������������
&RXQFLO�:LGH�&RVWV � � � � �
+RXVLQJ�5HYHQXH�$FFRXQW �������� � � � � �������������
7RWDO�1HW�&RVW�RI�6HUYLFHV�*URVV�,QFRPH � ������������������ � � � � ������������
)LQDQFLQJ�DQG�,QYHVWPHQW�,QFRPH�DQG�([SHQGLWXUH ��������� � � � ���������
7RWDO ����������� � � � �����������

2WKHU�6WDWHPHQWV
%DODQFH�VKHHW�

7KH�YDOXH�RI�3ODQW��3URSHUW\�DQG�(TXLSPHQW�KDV�UHGXFHG�IURP����������������WR�����������������������������LQ�WRWDO��DW����
0DUFK������GXH�WR�FXPXODWLYH�LPSDLUPHQW�LQ�WKH�YDOXH�RI�&RXQFLO�'ZHOOLQJV�UHODWLQJ�WR�SURSHUWLHV�LQ�WKH�%UXQVZLFN�3),��7KLV�LV�
PDWFKHG�E\�D�UHGXFWLRQ�LQ�XQXVDEOH�UHVHUYHV��FDSLWDO�DGMXVWPHQW�DFFRXQW��IURP����������������WR�����������������7KLV�UHODWHG�WR�
������������LQ���������DQG�������������LQ�HDUOLHU�\HDUV�

0RYHPHQW�LQ�5HVHUYHV�6WDWHPHQW

7KH�UHGXFWLRQ�LQ�XQXVDEOH�UHVHUYHV�DQG�LQFUHDVH�LQ�WKH�7RWDO�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�RQ�WKH�&RQVROLGDWHG�
,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�UHIHUUHG�WR�LQ�WKH�SUHYLRXV�VHFWLRQV�DUH�UHIOHFWHG�LQ�WKH�0RYHPHQW�LQ�5HVHUYHV�6WDWHPHQW�

&DVK�)ORZ�6WDWHPHQW

7KH�FDVK�IORZ�VWDWHPHQW�UHIOHFWV�WKH�LQFUHDVHG�GHILFLW�RQ�WKH�&,(6�IURP������������WR�������������DQG�D�FRUUHVSRQGLQJ�LQFUHDVH�
LQ�WKH�DGMXVWPHQW�IRU�QRQ�FDVK�PRYHPHQWV�IURP��������������WR��������������

*URXS�$FFRXQWV
7KHVH�DPHQGPHQWV�KDYH�DOVR�EHHQ�UHIOHFWHG�LQ�WKH�*URXS�$FFRXQWV�

1RQH�RI�WKH�UHVWDWHPHQWV�LQ�WKLV�QRWH�UHIOHFW�WKH�XVDEOH�UHVHUYHV�RI�WKH�&RXQFLO�RU�LWV�*URXS�
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Note 6. Impact of Accounting Changes Issued But Not Yet Adopted 
 
The Code of Practice on Local Authority Accounting requires the Council to 
disclose information relating to the impact of an accounting change that will be 
required by a new standard that has been issued but not yet adopted by the 
2019/20 Code. 
 
The Code has introduced changes in accounting policies which will be required 
from 1 April 2020 and will therefore be valid for the 2020/21 accounts. The 
changes introduced by the 2020/21 Code that will be adopted by the Council 
and its Group are: 
  

x Amendments to IAS 28 Investments in Associates and Joint Ventures: 
Long-term Interests in Associates and Joint Ventures 

x Annual Improvements to IFRS Standards 2015 - 2017 Cycle 
x Amendments to IAS 19 Employee Benefits: Plan Amendment, 

Curtailment or Settlement.  
 
IAS28 Investments in Associates and Joint Ventures – this amendment clarifies 
that the exclusion in IFRS9 Financial Instruments, relating to the impairment of 
long term interests in associates and joint ventures, applies only to interests 
that a company accounts for using the equity method.  
 
Annual improvements to IFRS Standards 2015 – 2017 Cycle 
 
These improvements relate to the following: 
 

x IFRS 3 Business Combinations and IFRS11 Joint Arrangements. The 
amendment to IFRS clarifies that when an entity obtains control of a 
business that is a joint operation it re-measures previously held interests 
in that business. The amendments to IFRS11 clarifies that when an 
entity obtains joint control of a business that is a joint operation it does 
not re-measure previously held interests in that business. 

x IAS12 Income Taxes. This amendment clarifies the income tax 
consequences of dividends. 

x IAS23 Borrowing Costs. This amendment clarifies the calculation of the 
capitalisation rate on general borrowings. 

  
IAS19 Employee Benefits – if a plan amendment, curtailment or settlement 
occurs it will be mandatory that the current service cost and the net interest for 
the period after the re-measurement are determined using the assumptions 
used for the re-measurement. In addition the amendment has clarified 
requirements regarding the asset ceiling. 
 
These changes are not expected to have a material impact on the Council’s 
single entity or group accounts. 
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Note 7. Accounting Concepts and Policies  
 
The Statement of Accounts summarises the Council’s transactions for the 2019/20 
financial year and its position at the year-end 31 March 2020. The Council is required to 
prepare an Annual Statement of Accounts by the Accounts and Audit Regulations 2015 
which require the accounts to be prepared in accordance with proper accounting 
practices. These practices primarily comprise the Code of Practice on Local Authority 
Accounting in the United Kingdom 2019/20 (The Code) issued by the Chartered Institute 
of Public Finance and Accountancy (CIPFA), supported by International Financial 
Reporting Standards (IFRS) and statutory guidance issued under Section 21(2) of the 
Local Government Act 2003. 
 
As local authorities need to reflect statutory conditions, specific statutory adjustments 
are complied with so that the Council’s accounts present a true and fair view of the 
financial position and transactions of the Council. All accounting policies are disclosed 
where they are material.  
 
The accounting convention adopted in the Statement of Accounts is principally historical 
cost, modified by the revaluation of certain categories of non-current assets and 
financial instruments. 
 
7.1. Underlying Assumptions 
 
7.1.1 Going Concern 
 
The Accounting Code, (standard IAS 1) requires management to make an assessment 
of an entity’s ability to continue as a going concern and to disclose any material 
uncertainties related to events or conditions that may cast significant doubt upon the 
entity’s ability to continue as a going concern. The authority discloses that the accounts 
have been prepared on a going concern basis and that the Council will continue in 
existence for the foreseeable future. 
 
This assumption is made because local authorities carry out functions essential to the 
local community and are themselves revenue-raising bodies (with limits on their 
revenue-raising powers arising at the discretion of central government). If an authority 
were in financial difficulty, the prospects are that alternative arrangements might be 
made by central government either for the continuation of the services it provides or for 
assistance with the recovery of a deficit over more than one financial year. The Code is 
clear that transfers of services under combinations of public sector bodies (such as local 
government reorganisation) do not negate the presumption of going concern. However, 
if there are material concerns about the financial health of the authority this would be 
raised as part of the statutory responsibilities of the Section 151 Officer. 
 
The accounts have been prepared on the assumption that the Council will continue and 
there are no material concerns over its financial position which would impact on this 
conclusion. 
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Going Concern of Companies within the Council’s Group has also been considered as 
follows- 
 
Manchester Airports Holdings Ltd (MAHL) 
 
The directors of MAHL have prepared their financial statements on a going concern 
basis. In assessing the going concern position, the directors have considered the 
potential impact of COVID-19 on the cash flow and liquidity, over the next 12 months, 
together with the corresponding impact on the covenants associated with the financing 
arrangements leading up to the next covenant test in September 2021. 
 
The current economic conditions resulting from the COVID-19 pandemic have had a 
significant impact on activity levels from March 2020 onwards. The impacts upon the 
general economy and the airline industry specifically have continued into 2020/21. 
 
MAHL is subject to financial covenants on its Bonds and Bank facilities, being leverage 
(Net Debt / EBITDA (earnings before interest, tax, depreciation and amortisation)) and 
interest cover (EBITDA less tax / net finance charges). The covenants are tested half 
yearly on 31 March and 30 September. As at 31 March 2020 MAHL had complied with 
both of its covenants.  
 
At the year ended 31 March 2020 MAHL had significant financial liquidity available of 
£281.3m comprising cash in hand of £271.3m together with £10m in undrawn 
committed overdraft facilities. MAHL also has access to a committed £90m Liquidity 
Facility to ensure interest payment obligations can be kept current for over 12 months. 
It does not currently expect to utilise the Liquidity Facility. 
 
Despite entering the crisis in a strong financial position, as a consequence of COVID-
19 and the subsequent expected impact on EBITDA over the next 12months, MAHL 
would not have been able to avoid breaching its covenants when next tested at 30 
September 2020. 
 
MAHL has therefore acted promptly and successfully implemented a strategic 
financing response. This includes significant cash mitigation measures across costs 
and capital expenditure, including reducing future forecast expenditures by over 
£380m over the next 2 years; recently securing receipt of £300m of additional funding 
from its shareholders; together with MAHL’s property book currently held for resale as 
part of a review of its portfolio, with realisation of proceeds significantly in excess of 
£400m expected to be completed well within the next 15 months. All which together 
with MAHL’s strong liquidity position at 31 March provides adequate levels of funding 
beyond the next 12 months.  
 
In addition MAHL has obtained comprehensive bank and bondholder support for its 
response, including obtaining waivers on its next two 6 monthly financial covenant 
tests at 30 September 2020 and 31 March 2021, removing any risk on financial 
covenants during the next financial year.   
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The actual impact of COVID-19 is expected to become clearer over the course of this 
financial year. In recent weeks the level of infection has been falling in most countries, 
appropriate manageable protocols have been established for a safe return to air travel,  
governments are progressively beginning to reopen the borders, and flying has re-
commenced. The expectation is that international markets will soon reopen fully with a 
gradual recovery of traffic through this year.  
 
Management have also considered reasonable downside scenarios for the business 
through 2021 and into 2022. The actions put in to place by MAHL through its financing 
response, including the debt-holder consents obtained, mean that MAHL’s next 
covenant test is not measured until September 2021, with a reporting date of 
December 2021, beings periods of 15 months and 19 months respectively from the 
date of signing of the accounts. MAHL is therefore not expected to be in breach of its 
financial covenants, even in a downside scenario, for a period in excess of 12 months.  
 
In addition, taking into account the previously outlined level of cash, new equity 
funding, and realisation of property, the directors are confident that MAHL has 
sufficient funds to allow it to operate throughout this period even in reasonable 
downside scenarios.  
 
MAHL also has a window, in excess of 12 months, to consider and address any 
emerging new or more significant risks in relation to its financial position or for future 
financial covenant testing dates from September 2021 onwards. Potential actions 
would include aligning capital investment, operating costs and aviation tariffs with a 
lower traffic environment; sourcing additional financial support to remedy any short-
term shortfalls; or negotiating waivers with the holders for any potential breach of 
future financial problems beyond the current consent period.  
 
The potential future impact of COVID-19 creates considerable uncertainty in the 
aviation industry and subsequent travel volumes. Therefore there is a risk that in the 
event of an extended period of severe trading downsides MAHL might not meet the 
financial ratios for its September 2021 covenant test. Following its recent strategic 
response to the current impact of COVID-19, MAHL would expect to be able to solve 
the issue through a number of measures available to it, including potentially 
negotiating further waivers. Nevertheless the possibility of a covenant breach at the 
end of September 2021 and the subsequent need to seek a waiver at that time or to 
take other action, cannot be excluded given the current uncertainty and as such 
represents a material uncertainty that may cast significant doubt on the ability to 
continue as a going concern and, therefore to continue realising its assets and 
discharging its liabilities in the normal course of business. The financial statements do 
not include any adjustments that would be necessary if the going concern basis was 
inappropriate. 
 
However, having considered all the relevant requirements, including MAHL’s financial 
position, likely forecasts and reasonable downsides, together with actions available to 
mitigate impacts and the time period available to act, the Directors consider it 
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appropriate to adopt a going concern basis for the preparation of the financial 
statements, and the directors have an expectation that MAHL will have adequate 
resources to continue to operate for the foreseeable future. 
 
The Board has agreed the following: 
 

x To confirm that MAHL is a going concern over the period to 31 March 2021 for 
the purposes of preparing and approving the Annual Report and Accounts for the 
year ended 31 March 2020, based on the information and analysis provided. 

x To confirm, based on the assessment of viability of MAHL over a three year 
period, that the directors have a reasonable expectation that MAHL will be able 
to continue in operation, and meet its liabilities as they fall due, over the period to 
31 March 2023. 

 
 
Destination Manchester Ltd. 
 
Information to be included after Board approval on 28 July 2020. 
 
7.2. Accounting Policies 
 
7.2.1 Property, Plant and Equipment (PPE)  
 
Property, Plant and Equipment assets have physical substance and are held for use in 
the provision of services or for administrative purposes and are expected to be used for 
more than one year (e.g. land and buildings). 
 
Expenditure on the acquisition, creation and enhancement of property, plant and 
equipment has been capitalised on an accruals basis provided that it yields benefit to 
the Council, and the services it provides, for more than one financial year. Expenditure 
on repairs and maintenance is charged to revenue as it is incurred. 
 
Capital expenditure is initially added to the value of an asset but if expenditure is not 
considered to increase the value of the asset the value is reduced by this expenditure.  
In addition all property, plant and equipment, where expenditure in excess of £500,000 
has been incurred during 2019/20, have been considered by the Council’s Valuers who 
have quantified the amount of impairment. 
 
Measurement 
 
Property, plant and equipment are initially shown on the Balance Sheet at cost, 
comprising the purchase price and all expenditure that is directly attributable to bringing 
the asset into working condition for its intended use. The Council does not capitalise 
borrowing costs incurred whilst the assets are under construction. The assets are then 
revalued using methods of valuation on the basis recommended by CIPFA and in 
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accordance with the guidance notes issued by the Royal Institution of Chartered 
Surveyors (RICS).  
 
Land and buildings and other operational assets are valued at current value, determined 
as the value that would be paid for the asset in its existing use. Where sufficient market 
evidence is not available, for example schools and leisure centres, current value is 
estimated at depreciated replacement cost, using the modern equivalent asset method.  
 
Short life assets, such as vehicles, are held at depreciated historical cost as a proxy for 
current value on the grounds of materiality. 
 
Council dwellings are valued at existing use value – social housing.  
 
Community assets and infrastructure are measured at depreciated historical cost. 
 
Assets under construction are held at historical cost and are not depreciated until 
brought into use. 
 
Surplus assets are valued at fair value based on the highest or best use of the asset 
from a market participant’s perspective. These are assets that are not in use by the 
Council but do not meet the definition of investment property or assets held for sale. 
Surplus assets mainly relate to land that is being held for regeneration purposes and 
future sale. 
 
Council dwellings are revalued annually. Other assets included in the Balance Sheet at 
current or fair value are valued sufficiently regularly to ensure that their carrying amount 
is not materially different from their value at year end, but as a minimum every five 
years. 
 
Valuations have a valuation date of 1 April 2019. Any material change that occurs after 
the valuation date is taken account of in the balance sheet value. 
 
Increases in valuations are matched by credits to the Revaluation Reserve to recognise 
unrealised gains. Where the increase is reversing a previous loss charged to the Deficit 
on the Provision of Services on the same asset, the increase in valuation is credited to 
the Comprehensive Income and Expenditure Statement. 
 
Where decreases in value are identified and there is a balance of revaluation gains in 
the Revaluation Reserve relating to the asset, the value of the asset is written down 
against that balance (up to the amount of the accumulated gains). Where there is a nil 
or insufficient balance in the Revaluation Reserve the value of the asset is written down 
against the relevant service line in the Comprehensive Income and Expenditure 
Statement. 
 
Where revaluation gains or losses are credited or charged to the Comprehensive 
Income and Expenditure Statement they are reversed in the Movement in Reserves 
Statement to the Capital Adjustment Account. 
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The Revaluation Reserve contains gains recognised since 1 April 2007 only, the date of 
its formal implementation. Revaluation gains arising before that date are included in the 
Capital Adjustment Account. 
 
The land and building elements of all properties are valued separately and treated as 
separate assets for accounting purposes. In addition to this and subject to an 
appropriate materiality level, any individual component within buildings which has a cost 
that is significant in relation to the total cost of the building is accounted for separately 
unless the components have a similar useful life to the main building. 
 
In considering assets for potential componentisation (i.e. the significant elements of the 
asset are valued separately) the Council has included all general fund buildings with a 
carrying value of more than £2m. Within each building the Council has set the threshold 
for recognition of components as 20% of the cost of the building. The following 
components have been valued separately in council dwellings – main building, roof, 
windows, external doors, kitchens, bathrooms, heating and electrical systems. 
 
7.2.2 Depreciation on Property, Plant and Equipment 
 
Depreciation has been calculated using a straight-line method (i.e. apportioned equally 
over each year of the life of the asset) for all assets. The estimated useful life of each 
property is determined by a qualified valuer. Land and assets not yet available for use 
(assets under construction) are not depreciated. Each component of property, plant and 
equipment that is considered to be significant in relation to the total cost of the asset is 
depreciated separately based on its estimated useful life.  
 
Depreciation is charged to the service with a corresponding reduction in the value of the 
asset. The depreciation charge is reversed in the Movement in Reserves Statement and 
a transfer made to the Capital Adjustment Account. Residual values, useful lives and 
depreciation methods are reviewed at each financial year end.  
 
Depreciation has been charged to the Housing Revenue Account (HRA) in accordance 
with proper practices and credited to the Major Repairs Reserve (MRR).  
 
Revaluation gains are also depreciated, with an amount equal to the difference between 
current value depreciation charged on assets and the depreciation that would have 
been charged on their historical cost being transferred from the Revaluation Reserve to 
the Capital Adjustment Account. 
 
7.2.3 Derecognition of Property, Plant and Equipment 
  
An item of property, plant or equipment is derecognised by disposal or when no future 
economic benefit or service potential is expected from its use.  
 
The carrying amount of a replaced or restored part of an asset is derecognised with the 
carrying amount of the new component being recognised. 
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When an asset is disposed of the carrying amount of the asset in the Balance Sheet is 
written off to Other Operating Expenditure within the Comprehensive Income and 
Expenditure Statement as part of the gain or loss on disposal. Sale proceeds from 
disposals are credited to the same line in the Comprehensive Income and Expenditure 
Statement also as part of the gain or loss on disposal. 
 
Any revaluation gains on the Revaluation Reserve, for assets disposed of or 
decommissioned, are transferred to the Capital Adjustment Account.  
 
Income from an asset disposal in excess of £10,000 is classed as a capital receipt. 
Capital receipts from Right to Buy (RTB) sales of council dwellings are pooled between 
the Council and central government. The net RTB receipts received (after reduction of 
regional transaction costs and allowable debt) are split based on a share ratio provided 
by central government. If the government share of capital receipts, as calculated by the 
Office of Budget Responsibility, is exceeded the Council retains the remainder of the 
receipts to be used for the provision of new homes.  If these receipts are not used within 
three years they must be returned to the government (with interest at 4% above base 
rate). Non-RTB receipts are exempt from the capital pooling rules.  
 
The balance of capital receipts is credited to the Capital Receipts Reserve and used to 
fund new capital expenditure or repay debt.  
 
The written off value of disposals is reversed through the Movement in Reserves 
Statement to the Capital Adjustment Account.  
 
7.2.4 Private Finance Initiatives (PFIs) and Similar Contracts 
  
PFI and similar contracts (service concessions) are agreements to receive services 
where the responsibility for making available the property, plant and equipment needed 
to provide the services passes to the contractor. As the Council is deemed to control the 
services that are provided under the contract and as ownership of the property, plant 
and equipment will pass to the Council at the end of the contract for no additional 
charge, the Council holds the Property, Plant and Equipment used under the contracts 
on its Balance Sheet.  
 
The original introduction of these assets onto the balance sheet is matched by the 
recognition of a deferred liability for amounts due to the operator to pay for the assets. 
Where the assets come into use at different stages the asset and matching liability are 
introduced in stages. For some PFI schemes the liability is written down by an initial 
capital contribution. This capital contribution was either in the form of a cash 
contribution or assets transferred to the contractor. 
 
Property, Plant and Equipment relating to PFIs and similar contracts, recognised on the 
Balance Sheet, is revalued, depreciated and impaired in the same way as other 
property, plant and equipment owned by the Council. 
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The amounts payable to the operator each year are analysed as follows: 
x Value of the service received (including facilities management) during the year -

debited to the relevant service line in the Deficit on the Provision of Services in 
the Comprehensive Income and Expenditure Statement.  

x Interest cost based on the outstanding deferred liability - debited to the Financing 
and Investment Income and Expenditure line in the Deficit on the Provision of 
Services. 

x Payment towards liability - debited to the deferred liability on the Balance Sheet 
thus reducing the liability. For non-HRA contracts this reduction in the charge in 
the Deficit on the Provision of Services is replaced by an equivalent amount of 
Minimum Revenue Provision (MRP) in the Movement in Reserves Statement. 
For HRA contracts this reduction in unitary charge is reversed in the Movement 
in Reserves Statement to the Capital Adjustment Account. 

x Lifecycle replacement costs - these are posted to the Balance Sheet as a 
prepayment and then included as additions to Property, Plant and Equipment 
when the works are carried out. Where lifecycle costs can be identified as capital 
in nature they have been recognised as capital expenditure. This expenditure 
relates to enhancements or replacement of assets. 

 
Government grants received towards the funding of general fund PFI related payments 
are shown within the Taxation and Non-specific Grant Income line in the 
Comprehensive Income and Expenditure Statement. HRA PFI related grants are shown 
within the HRA income line in the Comprehensive Income and Expenditure Statement. 
 
7.2.5 Heritage Assets 
 
Heritage assets are those assets that are intended to be preserved for future 
generations because of their cultural, environmental or historical associations. They are 
held by the Council in pursuit of its overall objectives in relation to the maintenance of 
heritage. Heritage assets include civic regalia, museum and gallery collections and 
works of art. Community assets (including parks and cemeteries) are not heritage 
assets, but are accounted for as property, plant and equipment.   
 
Operational heritage assets (i.e. those that, in addition to being held for their heritage 
characteristics, are also used by the Council for other activities or to provide other 
services) are accounted for as operational assets rather than heritage assets and 
valued in the same way as other assets of that general type (e.g. buildings such as 
Central Library). 
 
Heritage assets are shown in the Balance Sheet at market value where this is available. 
For those assets where no market value is available the insurance valuation is used. 
Where a valuation is not available and cannot be obtained at a cost which is 
commensurate with the benefits to the users of the financial statements the assets are 
held at cost. Where the cost information is not available they are not recognised in the 
balance sheet. 
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Depreciation is not provided for as these assets are considered to have infinite lives. 
Any impairment is recognised and measured in accordance with the Council’s general 
policies on impairment (policy 7.2.8). The proceeds of any disposals are accounted for 
in accordance with the Council’s general provisions relating to the de-recognition of 
property, plant and equipment (policy 7.2.3). 
 
7.2.6 Investment Properties 
 
Investment Properties are those that are used solely to earn rentals and / or for capital                                                                                                                                  
appreciation. The definition is not met if the property is used in any way to provide 
services by the Council or is held for sale. 
 
Investment Properties are initially measured at cost. After initial recognition they are 
measured at fair value - highest and best use. The fair value reflects market conditions 
at the balance sheet date. A gain or loss arising from a change in the fair value of 
investment property is recognised in the Financing and Investment Income and 
Expenditure line within the Comprehensive Income and Expenditure Statement. 
 
Investment Properties are not depreciated but are revalued annually according to 
market conditions at year end. 
 
An investment property is derecognised on disposal. Gains or losses arising from the 
disposal are recognised in the Financing and Investment Income and Expenditure line 
within the Comprehensive Income and Expenditure Statement. 
 
Revaluation and disposal gains and losses are reversed in the Movement in Reserves 
Statement and posted to the Capital Adjustment Account and sale proceeds over 
£10,000 to the Capital Receipts Reserve. 
 
Rentals received in relation to investment properties are credited to the Financing and 
Investment income line in the Other Comprehensive Income and Expenditure 
Statement. 
 
7.2.7 Schools 
 
In accordance with the Code of Practice on Local Authority Accounting the Council has 
assessed the legal framework underlying each school. The Council controls the non-
current assets of community schools and foundation schools, vested with the governing 
body as trustee, as future economic benefits associated with the assets will flow to the 
Council and therefore the land and buildings of those schools are shown on the 
Council's balance sheet. The land and buildings of voluntary aided, voluntary controlled 
and foundation schools, where the trust is not the governing body are owned and 
controlled by the trustees of the schools or the foundation body and are therefore not 
shown on the balance sheet of the Council.  
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Any schools held on the balance sheet, which are transferred to academy status form 
part of the loss on disposal of non-current assets. This includes schools managed under 
a PFI contract. 
 
Capital expenditure on schools shown on the Council’s balance sheet is added to the 
value of those schools. Capital expenditure on schools not on the Council’s balance 
sheet is treated as REFCUS (Revenue Expenditure Funded from Capital under Statute) 
expenditure and written off each year to the Comprehensive Income and Expenditure 
Statement as part of the Children's Services line. This is reversed out through the 
Movement in Reserves Statement and a transfer made to the Capital Adjustment 
Account. 
 
All revenue income, expenditure, assets and liabilities of maintained schools, after the 
removal of transactions between schools and the Council, are included in the Council’s 
single entity accounts.  
 
Individual schools' balances are included in the balance sheet of the Council as any 
unspent delegated schools budget remains the property of the Council although these 
can only be spent by the school. 
 
The Dedicated Schools Grant is allocated between the central council budgets and 
budgets allocated to individual schools (delegated school budgets). Expenditure from 
central council budgets and delegated schools budgets is charged to the 
Comprehensive Income and Expenditure Statement as part of the Children's Services 
line. 
 
7.2.8 Impairment 
 
Assets are reviewed for impairment at the end of each reporting period. Examples of 
impairment include a significant reduction in a specific assets value and evidence of 
physical damage (e.g. fire damage). 
 
The amount of impairment is charged to the Revaluation Reserve to the extent that the 
impairment does not exceed the amount in the Revaluation Reserve for the same asset. 
Thereafter the impairment is charged to the Deficit on the Provision of Services. 
 
This charge is reversed out through the Movement in Reserves Statement to the Capital 
Adjustment Account.  
 
Where an impairment loss is subsequently reversed (for example if the damage is made 
good), the reversal is credited to the relevant service line in the Comprehensive Income 
and Expenditure Statement, up to the amount of the original loss, adjusted for 
depreciation that would have been charged if the loss had not been recognised.  
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7.2.9 Provision for Redemption of Debt 
 
The Council is required to make provision for the repayment of an element of the 
accumulated General Fund capital expenditure, financed by borrowing, through a 
revenue charge, in accordance with the Minimum Revenue Provision (MRP) 
requirements. Regulations replaced the detailed formula for calculating MRP with a 
requirement to be prudent. The MRP policy (which details the basis of the provision) is 
agreed annually by the Council within the Treasury Management Strategy. 
 
For all non-HRA capital expenditure funded by supported borrowing, otherwise known 
as supported capital expenditure, the Council’s policy is to charge 2% of the capital 
financing requirement 

For all non-HRA unsupported borrowing MRP is calculated using the estimated life of 
the asset. Dependent upon the nature of the capital expenditure, a straight line (equal 
amount of MRP over the life of the asset) or annuity method (equal amount of MRP plus 
interest over the life of the asset) is used to link MRP to the future flow of benefits from 
the asset.  
 
Where capital expenditure is incurred through providing loans to organisations, and  
those loans are indemnified or have financial guarantees protecting against loss, no 
MRP is charged in relation to the capital expenditure. 
 
MRP starts in the year after the capital expenditure is incurred or in the case of new 
assets, in the year following the asset coming into use.  
 
MRP is provided for non-HRA PFI related assets on the Council’s Balance Sheet. This 
equates to the amount of unitary charge charged against the deferred liability on the 
Balance Sheet.  
 
There is no MRP charge to the Housing Revenue Account.  
 
7.2.10 Revenue Expenditure Funded From Capital under Statute 
  
Revenue Expenditure Funded from Capital under Statute (REFCUS) is expenditure of a 
capital nature that does not result in the creation of a non-current asset on the Balance 
Sheet. These are generally grants and expenditure on property not owned by the 
Council. Expenditure is charged to the Deficit on the Provision of Services as it is 
incurred. This is reversed out through the Movement in Reserves Statement and a 
transfer made to the Capital Adjustment Account.  
 
Details of the accounting policy relating to grants and external contribution funding of 
REFCUS expenditure is shown in policy 7.2.15c.  
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7.2.11 Non-Current Assets held for Sale 
 
When it becomes probable that the carrying amount of an asset will be recovered 
principally through a sale transaction rather than its continued use it is reclassified as an 
asset held for sale. Before an asset can be classed as held for sale it must be available 
for immediate sale in its present condition, the sale must be highly probable, the asset 
must be actively marketed and the sale should be expected to be completed within one 
year of the date of classification. In situations where it is not necessary to carry out 
active marketing, for example because the Council is able to identify prospective 
purchasers willing to pay a reasonable price without marketing (such as transfers to a 
joint venture) or because a buyer initiates the transaction (such as right to buy sales), 
this test is not applicable. Where events or circumstances extend the period beyond one 
year and there is sufficient evidence that the Council remains committed to the plan to 
sell the assets they are classed as long-term assets held for sale. 
 
The held for sale asset is carried at the lower of the carrying amount or the fair value 
less costs to sell. Where this results in a loss in value this loss is posted to Other 
Operating Expenditure in the Comprehensive Income and Expenditure Statement. Once 
an asset is classed as held for sale it is no longer depreciated. 
 
If assets no longer meet the classification as assets held for sale they are reclassified 
back to non-current assets and valued at the lower of their carrying amount before they 
were classified as held for sale (adjusted for depreciation, amortisation or revaluations 
that would have been recognised had they not been classed as held for sale) or their 
recoverable amount at the date of the decision not to sell. 
 
7.2.12 Accruals of Income and Expenditure 
  
Activity is accounted for in the year that it takes place, not when cash payments are 
made or received. In particular, revenue from the sale of goods is recognised when the 
Council transfers the significant risks and rewards of ownership to the purchaser and it 
is probable that economic benefits or service potential associated with the transaction 
will flow to the Council. 
 
Revenue from the provision of services is recognised when the Council can measure 
reliably the percentage of completion of the transaction and it is probable that economic 
benefits or service potential associated with the transaction will flow to the Council. 
 
Supplies are recorded as expenditure when they are consumed. 
 
Provision is made for debts that are not considered to be collectable – referred to as 
impairment of financial assets. This provision is calculated based on the expected 
amount that will not be collected for differing types of debt applied to the amount of 
outstanding debt. The balance of debtors on the Balance Sheet is reduced by the 
amount of provision made. 
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Expenses in relation to services received (including services provided by employees) 
are recorded as expenditure when the services are received rather than when payments 
are made. 
 
Interest receivable on investments and payable on borrowings is accounted for 
respectively as income and expenditure on the basis of the effective interest rate for the 
relevant financial instrument rather than the cash flows fixed or determined by the 
contract. 
 
Where income and expenditure have been recognised but cash has not been received 
or paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet.  
 
7.2.13 Cash and Cash Equivalents 
 
Cash is represented by cash in hand and deposits with financial institutions repayable 
without penalty on notice of no more than twenty four hours. Cash equivalents are 
highly liquid investments that mature in three months or less from the date of acquisition 
and that are readily convertible to known amounts of cash with insignificant risk of 
change in value. 
 
Cash and cash equivalents are shown net of bank overdrafts that form an integral part 
of cash management. 
 
7.2.14 Provisions 
  
Provisions are made where an event has taken place that gives the Council an 
obligation that probably requires settlement by a transfer of economic benefits and a 
reliable estimate can be made of the amount of the obligation but the timing of the 
transfer is uncertain. Examples include a legal claim that will probably result in a 
payment of compensation.  
 
Contributions to provisions are charged to the appropriate service line in the 
Comprehensive Income and Expenditure Statement in the year the Council becomes 
aware of the obligation based on the best estimate of the likely settlement. When 
payments are made they are charged to the provision. Estimated settlements are 
reviewed at the end of each financial year and where it becomes likely that a transfer of 
economic benefits will not be required the contribution to the provision is reversed and 
credited back to the service line.  
 
Provisions are classed as either short or long term dependant on the likely date of 
settlement. 
 
7.2.15 Government Grants and Contributions 
 
Government grants and contributions are not recognised until there is reasonable 
assurance that the Council will comply with the conditions attached to them and the 
grant or contribution will be received. Grants and contributions are credited to the 
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Comprehensive Income and Expenditure Statement except where the grant or 
contribution has a condition that has not been met. Conditions are stipulations that must 
be satisfied or the grant or contribution must be returned. Monies advanced as grants 
and contributions for which conditions are not yet met are carried in the Balance Sheet 
as receipts in advance.  
 
a. Revenue Grants and Contributions 
 
Revenue grants and contributions are credited to the relevant service line for specific 
grants and the Taxation and Non-Specific Grant Income line for grants that cover 
general expenditure (e.g. New Homes Bonus Grant) except where the grant or 
contribution has a condition that has not been met. When the specific grant has been 
recognised but the expenditure relating to it has not been incurred the Council has 
elected to make a contribution equivalent to the unspent amount of grant to an 
earmarked reserve. This reserve will be released in future financial years when the 
expenditure to which the grant relates is incurred 
 
b. Capital Grants and Contributions 
 
Capital grants and contributions are credited to Taxation and Non-Specific Grant 
Income in the Comprehensive Income and Expenditure Statement except where the 
grant or contribution has a condition that has not been met. The amount of the grant or 
contribution that has been used to finance expenditure is transferred to the Capital 
Adjustment Account via the Movement in Reserves Statement. The balance of the grant 
or contribution that has not been used to finance expenditure is transferred to the 
Capital Grants Unapplied Reserve via the Movement in Reserves Statement. Amounts 
in the Capital Grants Unapplied Reserve are transferred to the Capital Adjustment 
Account when they are used to fund capital expenditure. 
 
c. Grants and Contributions attributable to Revenue Expenditure Funded from 
Capital under Statute (REFCUS) 
 
These grants and contributions are credited to the relevant service line in the 
Comprehensive Income and Expenditure Statement except where the grant or 
contribution has a condition that has not been met. The amount of the grant or 
contribution that has been used to finance expenditure is transferred to the Capital 
Adjustment Account via the Movement in Reserves Statement. The balance of the grant 
or contribution that has not been used to finance expenditure is transferred to the 
Capital Grants Unapplied Reserve via the Movement in Reserves Statement. Amounts 
in the Capital Grants Unapplied Reserve are transferred to the Capital Adjustment 
Account when they are used to fund expenditure.  
 
7.2.16 Reserves 
  
The Council sets aside specific amounts as reserves for future policy purposes or to 
cover contingencies. Reserves are created by appropriating amounts in the Movement 
in Reserves Statement. When expenditure to be financed from a reserve is incurred it is 
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charged to the appropriate service in that year. The reserve is then appropriated back 
into the Movement in Reserves Statement so that there is no net charge for the 
expenditure on the General Fund balance. 
 
Certain reserves are kept to manage the accounting treatment for Property, Plant and 
Equipment and retirement benefits and do not represent usable resources for the 
Council. These are shown as unusable reserves in the Movement in Reserves 
Statement and Balance Sheet. 
 
7.2.17 Revenue Recognition 
 
Revenue is a sub-set of income and is defined as the gross inflow of economic benefits 
or service potential during the reporting period when those inflows result in an increase 
in net worth. 
 
Revenue is measured at the fair value of the consideration received or receivable. In 
most cases, the consideration receivable is in the form of cash and cash equivalents 
and the amount of revenue is the amount of cash and cash equivalents receivable. 
 
Where the Council is acting as an agent of another organisation the amounts collected 
for that organisation are excluded from revenue. 
 
Revenue is recognised when the performance obligations in a contract have been 
satisfied. This recognition can be over time when the service recipient simultaneously 
receives and consumes the benefits (e.g. home care services) or at a point in time. 
 
Revenue for Council Tax and Business Rates is recognised when the amount of 
revenue can be measured reliably and it is probable the revenue will be received by the 
Council. 
 
7.2.18 Value Added Tax (VAT) 
 
VAT is only included in expenditure, either revenue or capital, to the extent that it is not 
recoverable from HM Revenues and Customs. VAT receivable is excluded from income. 
 
7.2.19 Leases 
 
Leases are classified as either finance or operating leases based on the extent to which 
risks and rewards incidental to ownership of a leased asset lie with the lessor or lessee. 
Whether the lease is a finance lease or an operating lease depends on the substance of 
the transaction rather than the contract. Leases are classed as finance leases where 
the terms of the lease transfer the majority of the risks and rewards incidental to 
ownership of the property, plant or equipment from the lessor to the lessee. All other 
leases are classified as operating leases. Land and building elements of a lease are 
considered separately for the purpose of lease classification. 
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Arrangements that do not have the legal status of a lease but convey the right to use an 
asset in return for payment are accounted for under this policy where fulfilment of the 
arrangement is dependent on the use of specific asset. This is referred to as an 
embedded lease. 
 
Finance Leases 
 
Lessee 
Property, Plant and Equipment held under finance leases are recognised on the 
Balance Sheet at the commencement of the lease at its current value at the time of 
inception (or the present value of the minimum lease payments if lower). The asset 
recognised is matched by a deferred liability for the obligation to pay the lessor. 
 
Lease payments are apportioned between a charge for the acquisition of the interest in 
the property, plant or equipment which is applied to write down the deferred liability and 
a finance charge which is recognised in the Financing and Investment Income and 
Expenditure line within the Comprehensive Income and Expenditure Statement.  
 
These property, plant and equipment recognised are subject to depreciation. The MRP 
on these assets equates to the amount of the lease payment that is applied to write 
down the deferred liability. 
 
The deferred liabilities are classed as either short or long term in line with the lease 
repayments. 
 
Operating Leases 
 
Lessee 
Leasing payments for operating leases are charged to revenue on a straight-line basis 
over the term of the lease even if this does not match the pattern of payments (e.g. 
there is a rent-free period at the commencement of the lease) and are shown within 
service expenditure in the Comprehensive Income and Expenditure Statement. 
 
Lessor 
Rental income from operating leases is recognised on a straight-line basis over the 
period of the lease even if this does not match the pattern of payments (e.g. there is a 
premium paid at the commencement of the lease) and is shown in the Other Operating 
Expenditure line in the Comprehensive Income and Expenditure Statement. Assets held 
for use as operating leases are recorded as assets in the Council’s Balance Sheet. 
 
7.2.20 Benefits Payable during Employment 
 
Short-term employee benefits are those due to be settled within twelve months of the 
year end. They include such benefits as wages and salaries, paid annual leave, flexi 
time leave and paid sick leave for current employees. They are recognised as an 
expense for services in the year in which employees undertake the service for the 
Council. An accrual is made for the cost of holiday entitlement (including flexi time 
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leave), earned by employees but not taken before the year end, which employees can 
carry forward into the next financial year. The accrual is made at the wages and salary 
rates applicable in the following financial year, being the period in which the employee 
takes the benefit and includes employer national insurance and pension contributions. 
 
The accrual is charged to the Deficit on the Provision of Services but then reversed 
through the Movement in Reserves Statement to the Short Term Accumulated 
Absences Account so that holiday absences are charged against Council Tax or 
Housing Rents in the financial year in which the absence occurs. 
 
7.2.21 Termination Benefits 
 
Termination benefits are amounts payable as a result of a decision by the Council to 
terminate an officer’s employment before the normal retirement date or an officer’s 
decision to accept voluntary severance and are shown on an accruals basis in the 
Deficit on the Provision of Services in the Comprehensive Income and Expenditure 
Statement at the earlier of when the Council can no longer withdraw the offer or when it 
recognises the costs for a restructuring that involves termination benefits. 
 
Where the employee makes the decision the liability is recognised at the earlier of when 
the employee accepts the offer or when a restriction on the Council’s ability to withdraw 
the offer takes effect. 
 
7.2.22 Post-Employment Benefits 
 
a. Teachers’ Pension Scheme 
  
The payment of statutory pensions to former teachers is administered by Capita 
Teachers’ Pensions on behalf of the Department for Education (DfE). Contributions from 
teachers together with the employer's contribution are paid by the Council. The 
arrangements for this scheme mean that liabilities for benefits cannot be identified to the 
Council. The scheme is therefore accounted for as a defined contribution scheme – no 
liability for future payments of benefits is recognised in the Balance Sheet and the 
Children’s Services line within the Comprehensive Income and Expenditure Statement 
is charged with the employer’s contributions payable in the year. 
 
The Council is responsible for the costs of any additional benefits awarded upon early 
retirement outside of the terms of the Teachers’ scheme. These benefits are fully 
accrued in the pension liability. 
 
b. National Health Service (NHS) Pension Scheme 
 
Under the arrangements for Public Health, staff performing public health functions who 
were compulsorily transferred from the Primary Care Trusts to local authorities and had 
access to the NHS Pension Scheme on 31 March 2013 retained access to that Scheme 
on transfer at 1 April 2013. 
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The NHS pension scheme is an unfunded, defined benefit scheme that covers NHS 
employers and is a multi-employer defined benefit scheme. This means that liabilities 
for benefits cannot be identified to the Council. The scheme is therefore accounted for 
as a defined contribution scheme – no liability for future payments of benefits is 
recognised in the Balance Sheet and the Adult Social Care line within the 
Comprehensive Income and Expenditure Statement is charged with the employer’s 
contributions payable in the year. 
 
c. Local Government Pension Scheme 
 
The Council pays an employer's contribution into the Greater Manchester Pension 
Fund, which is a fully funded defined benefits scheme administered by Tameside 
Metropolitan Borough Council from whom an Annual Report is available. 
 
The liabilities of the Greater Manchester Pension Fund attributable to the Council are 
included in the Balance Sheet on an actuarial basis using the projected unit method, i.e. 
an assessment of the future payments that will be made in relation to retirement 
benefits earned to date by employees, based on assumptions about mortality rates, 
employee turnover rates and projections of projected earnings for current employees. 
 
Liabilities are discounted to their value at current prices, using a discount rate based on 
the indicative rate of return on a basket of high quality corporate bonds, government 
gilts and other factors. 
 
The assets of the Greater Manchester Pension Fund attributable to the Council are 
included in the Balance Sheet at their fair value: 

x quoted securities – current bid price 
x unquoted securities – professional estimate 
x unitised securities – current bid price 
x property – market value. 

 
The change in the net pension liability is analysed into the following components: 
 

x The current service cost (the increase in the liability as a result of pension earned 
by Council employees in the year) is charged to the net cost of services.  

 
x Past services costs (the increase in the liability arising from current year 

decisions whose effect relate to years of service earned in earlier years) are 
shown within council wide items as they are costs that are not attributable to a 
particular service. An example of when past service costs would occur is where 
there was a change in the basis of up-rating annual pensions. 

  
x Gains and losses on settlements and curtailments (the result of actions to relieve 

the Council of liabilities or events that reduce the expected future service or 
accrual of benefits of employees) are also shown as council wide items. 
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x The net interest on the net defined benefit liability, i.e. net interest expenses for 
the period that arises from the passage of time, is shown within the Financing 
and Investment Income and Expenditure line.  

 
Re-measurements comprising: 

x The return on plan assets excluding amounts included in net interest on the 
defined benefit liability; 

x change in demographic assumptions re-measurements; and 
x actuarial gains and losses on changes in financial assumptions – changes in the 

net pension liability that arise because events have not coincided with 
assumptions made at the last actuarial valuation or because actuaries have 
updated their financial assumptions (such as percentage increase in salaries) are 
shown within Other Comprehensive Income and Expenditure. 

 
In relation to retirement benefits, statutory provisions require the General Fund and 
HRA balance to be charged with the amount payable by the Council to the pension fund 
or directly to pensioners in the year, not the amount calculated according to the relevant 
accounting standards. In the Movement in Reserves Statement, this means that there 
are appropriations to and from the Pensions Reserve to remove the notional debits and 
credits for retirement benefits and replace them with debits for the cash paid to the 
pension fund and pensioners and any such amounts payable but unpaid at the year 
end. The negative balance that arises on the Pensions Reserve thereby measures the 
beneficial impact to the General Fund and HRA of being required to account for 
retirement benefits on the basis of cash flows rather than as benefits are earned by 
employees.  
 
Financial Instruments 
 
7.2.23 Financial Assets 
 
Financial Assets e.g. investments and debtors are classified into three types – 
amortised cost, fair value through other comprehensive income (FVOCI) and fair value 
through profit or loss (FVPL). 
 
The categorisation of financial assets into these types is dependent on the reason for 
holding these assets (to collect cash flows, to sell assets or achieve objectives by other 
means). 
 
Financial assets are brought onto the balance sheet at fair value when the Council 
becomes a party to contractual provisions. 
 
Amortised Cost 
These assets relate to financial instruments where the amounts received relating to 
them are solely principal and interest and they are held to generate cash flows (e.g. 
investments of surplus cash with the government’s debt management office or loans to 
third parties). 
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The interest received on these assets is spread evenly over the life of these 
instruments. 
 
Any gain or loss in the value of these assets is recognised in the net deficit on the net 
provision of services at the point of derecognition (disposal) or reclassification. 
 
Fair Value through Other Comprehensive Income (FVOCI) 
These assets relate to financial instruments where the amounts received relating to 
them are solely principal and interest but they are held to collect cash and sell the 
assets (e.g. money market funds). 
 
The interest received on these assets is spread evenly over the life of these 
instruments. 
 
Changes in the fair value of these assets are charged to Other Comprehensive Income 
and Expenditure. Cumulative gains and losses are charged to the deficit on provision of 
services when they are disposed of. 
 
Under capital accounting regulations where these assets were treated as capital 
expenditure the gain or loss is reversed to an unusable reserve - the Financial 
Instruments Revaluation Reserve. 
 
Fair Value through Profit and Loss (FVPL) 
These assets relate to financial instruments where the amounts received relating to 
them are not principal and interest (e.g. equity investments). 
 
Dividends received are accounted for at the point they are declared. 
 
Charges in fair value are charged to the deficit on the net provision of services as they 
occur.  
 
Under capital accounting regulations where these assets were treated as capital 
expenditure the gain or loss is reversed through the Movement in Reserves Statement 
and charged to an unusable reserve - the Capital Adjustment Account. 
. 
An equity instrument that has been classed as FVPL can be designated as FVOCI if it is 
not held for trading (e.g. a strategic investment). Once this designation has been made 
it cannot be reversed. This designation would mean that any gains and losses would be 
held in the Financial Instruments Revaluation Reserve. 
 
Credit loss 
The Council will recognise a loss allowance for expected credit losses, if applicable, on 
assets where cash flows are solely principal and interest (i.e. financial instruments 
measured at amortised cost or FVOCI unless they have been designated as such). This 
does not apply where the counterparty is central government or another local authority. 
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At each year end the loss allowance for a financial instrument is calculated as equal to 
the lifetime expected credit losses if the credit risk on that financial instrument has 
increased significantly since initial recognition. 
 
If at year end the credit risk has not increased significantly since initial recognition the 
loss allowance is measured at an amount equal to twelve month expected credit losses. 
 
Where the financial asset was treated as capital expenditure any losses will be reversed 
via the Movement in Reserves Statement to the Capital Adjustment Account. 
 
The Council has made a number of loans to individuals at less than market rates of 
interest (these are known as soft loans). When the loans are made the amount of 
interest foregone over the life of the loan is charged to the Comprehensive Income and 
Expenditure Statement (debited to the appropriate service line) and the outstanding 
principal is reduced on the Balance Sheet. This represents the present value of the 
interest that will be foregone over the life of the loan agreement. Statutory provisions 
require that the impact of the soft loans on the General Fund balance is the interest 
receivable in the year, so the amount of foregone interest charged is managed by a 
transfer from the Financial Instruments Adjustment Account to the Movement in 
Reserves Statement. 
 
7.2.24 Embedded Derivatives 
 
The Council has given equity mortgages and loans to individuals to assist with the 
purchase and improvement of properties. The repayments of these are based on a 
proportion of the value of the property in a number of years. This type of loan is classed 
as an embedded derivative as the amount of repayment is linked to future property 
values. When these mortgages and loans are granted, long-term debtors and deferred 
capital receipts are written onto the balance sheet. At the end of each financial year the 
long-term debtors and deferred capital receipt are adjusted in line with the change in 
property values.  
 
7.2.25 Financial Liabilities 
 
Financial liabilities (e.g. borrowings and creditors) are recognised when there is a 
contractual obligation to deliver cash or another financial asset to another entity or to 
exchange financial assets or financial liabilities with another entity under conditions that 
are potentially unfavourable to the Council. For instance, when the Council takes out a 
loan, the advance of cash from the lender initiates the obligation to repay at some future 
date, and the loan would be recognised as a liability on the Balance Sheet when the 
advance is received.  
 
Charges to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement for interest payable are based on 
the carrying amount of the liability multiplied by the effective rate of interest for the 
instrument. (The effective interest rate is the rate that exactly discounts estimated future 
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cash payments over the life of the instrument to the amount at which it was originally 
recognised).  
 
For many of the borrowings that the Council has, this means that the amount shown in 
the Balance Sheet is the outstanding principal repayable plus accrued interest, and the 
amount charged to the Comprehensive Income and Expenditure Statement is the 
amount payable per the loan agreement. 
 
For Lender Option Borrower Option (LOBO) loans the effective interest rate has been 
calculated over the life of the loan. This is an average and differs from the amounts 
actually paid in the year. The difference between the calculated interest charge and 
interest paid has been adjusted in the carrying amount of the loan on the balance sheet. 
The amount charged in the Comprehensive Income and Expenditure Statement is the 
effective interest rate for the life of the loan rather than the amount payable per the loan 
agreement. 
 
Where the Council is in receipt of loans that are interest free or at less than prevailing 
market interest rates if material, the effective interest rate is calculated so that the value 
of the financial assistance to the Council by the lender is separated from the financial 
cost of the transaction. This gain is calculated by working out the net present value of all 
future cash payments using the interest rate for a similar loan taken by the Council. This 
results in a lower figure for the fair value of the loan with the difference from the loan 
received treated as a government grant. This gain is reversed out in the Movement in 
Reserves Statement to the Financial Instruments Adjustment Account. This is then 
reversed over the life of the loan. 
 
Gains and losses on the repurchase or early settlement of borrowing are credited or 
debited to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement in the year of repurchase or 
settlement. However if the repurchase takes place as part of a restructuring of the loan 
portfolio that involves the modification or exchange of existing instruments, the premium 
or discount is deducted from or added to the amortised cost of the new or modified loan. 
In this scenario the write down to the Comprehensive Income and Expenditure 
Statement is spread over the life of the loan by an adjustment to the effective interest 
rate.  
 
Where premiums and discounts (amounts paid or received on the rescheduling of a 
loan) have been charged to the Comprehensive Income and Expenditure Statement, 
regulations allow the impact of premiums on the General Fund balance to be spread 
over the longer of the outstanding period of the replaced loan or the period of the 
replacement loan or any other shorter period that the Council wishes to choose. 
Discounts are required to be credited to revenue over a maximum period equal to the 
outstanding term of the replaced loan or ten years (if shorter). The difference between 
the amount charged to the Comprehensive Income and Expenditure Statement and the 
net charge against the General Fund balance is transferred to or from the Financial 
Instruments Adjustment Account in the Movement of Reserves Statement.  
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Following the HRA debt settlement there are no outstanding HRA premiums and 
discounts. 
 
7.2.26 Contingent Assets and Liabilities 
A contingent asset arises where an event has taken place that gives the Council a 
possible asset whose existence will only be confirmed by the occurrence or otherwise of 
uncertain future events not wholly within the control of the Council.  
Contingent assets are not recognised in the Balance Sheet but disclosed in a note to 
the accounts where it is probable that there will be an inflow of economic benefits or 
service potential.  
A contingent liability arises where an event has taken place that gives the Council a 
possible obligation whose existence will only be confirmed by the occurrence or 
otherwise of uncertain future events not wholly within the control of the Council.  
Contingent liabilities also arise in circumstances where a provision would otherwise be 
made but either it is not probable that an outflow of resources will be required or the 
amount of the obligation cannot be measured reliably.  
Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to 
the accounts.  
 
7.2.27 Prior Period Adjustments, Changes in Accounting Policies and Estimates 
and Errors 
 
Prior period adjustments may arise as a result of a change in accounting policies or to 
correct a material error. Changes in estimation techniques are accounted for 
prospectively (i.e. in the current and future years affected by the change) and do not 
give rise to a prior period adjustment. 
 
Changes in accounting policies are only made when required by proper accounting 
practices or the change provides more reliable or relevant information about the effect 
of transactions, other events and conditions on the Council’s financial position or 
financial performance. Where a change is made, it is applied retrospectively (unless 
otherwise stated) by adjusting opening balances and comparative amounts for the prior 
period. 
 
7.2.28 Material Items of Income and Expenditure 
 
Where items of income and expenditure are material, their nature and amount is 
disclosed separately either on the face of the Comprehensive Income and Expenditure 
Statement or in the notes to the accounts, depending on how significant the items are to 
an understanding of the Council’s financial performance. 
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7.2.29 Events after the Balance Sheet Date 
 
Events after the balance sheet date are those events that occur between the end of the 
reporting period and the date when the Statement of Accounts is authorised for issue. 
 
Where these provide evidence of conditions in existence at the balance sheet date, the 
amounts recognised in the accounts are adjusted (e.g. settlement of a court case that 
confirms the amount of obligation at the balance sheet date). Where these are indicative 
of conditions that arose after the balance sheet date the amounts in the accounts are 
not adjusted (e.g. significant decline in market investments after 31 March). This is 
known as a non-adjusting event and is disclosed as a note to the accounts.  
 
Events identified after the date of authorisation for issue are not reflected in the 
Statement of Accounts. 
 
7.2.30 Interests in Companies and Other Entities 
  
The Council has material interests in companies and other entities and therefore group 
accounts have been prepared for the Council and its material interest in subsidiaries, 
associates and joint ventures. Inclusion in the Council group is dependent upon the 
extent of the Council’s interest and power to influence an entity. The determining factor 
for assessing the extent of interest, power or power to influence is either through 
ownership of an entity, a shareholding in an entity or representation on an entity’s board 
of directors. An assessment of all the Council’s interests has been carried out during the 
year, in accordance with the Code of Practice, to determine the relationships that exist 
and whether they should be included in the Council’s group accounts. In the Council’s 
single-entity accounts the Council’s interest in those companies included in its group 
accounts are recorded as long term investments at cost. 
 
7.2.31 Joint Operations 
 
Joint Operations are arrangements where the parties are bound by a contractual 
arrangement, have joint control of the arrangement and have rights to the assets and 
obligations for the liabilities relating to the arrangement. The Council recognises its 
share of the assets, liabilities, income and expenditure of the joint operation in its single 
entity accounts. 
 
7.2.32 Local Taxation 
 
The Council, as a billing authority act as an agent, collecting Council Tax and national 
non-domestic rates (NNDR) on behalf of the major preceptors and, as principals, 
collecting Council Tax and NNDR for themselves. Billing authorities are required by 
statute to maintain a separate fund (i.e. the Collection Fund) for the collection and 
distribution of amounts due in respect of Council Tax and NNDR. Under the legislative 
framework for the Collection Fund, billing authorities and major preceptors share 
proportionately the risks and rewards that the amount of Council Tax and NNDR 
collected could be less or more than predicted. 
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The Council Tax and NNDR income included in the Comprehensive Income and 
Expenditure Statement is the Council’s share of accrued income for the year. However, 
regulations determine the amount of Council Tax and NNDR that must be included in 
the Council’s General Fund. Therefore, the difference between the income included in 
the Comprehensive Income and Expenditure Statement and the amount required by 
regulation to be credited to the General Fund is taken to the Collection Fund Adjustment 
Account and included as a reconciling item in the Movement in Reserves Statement. 
 
The Balance Sheet includes the Council’s share of the end of year balances in respect 
of Council Tax and NNDR relating to arrears, impairment allowances for doubtful debts, 
overpayments and prepayments and appeals. 
 
7.2.33 Fair Value Measurement 
 
The Council measures some of its assets and liabilities at fair value at the balance 
sheet date. Fair value is the price that would be received to sell an asset or paid to 
transfer a liability at the measurement date. The fair value measurement assumes that 
the transaction to sell the asset or transfer the liability takes place either: 
 
x In the principal market for the asset or liability or 
x In the absence of a principal market, in the most advantageous market for the asset 

or liability. 
 
The Council uses valuers to provide a valuation of its assets and liabilities in line with 
the highest and best use definition within the accounting standard. The highest and best 
use of the asset or liability being valued is considered from the perspective of a market 
participant. 
 
Inputs to the valuation techniques in respect of the Council’s fair value of its assets and 
liabilities are categorised within the fair value hierarchy as follows: 
 

x Level 1 – quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the Council can access at the measurement date 

x Level 2 – inputs other than quoted prices included within level 1 that are 
observable for the asset or liability, either directly or indirectly 

x Level 3 – unobservable inputs for the asset or liability. 
 

Note 8. Critical Accounting Judgements  
 
In applying the accounting policies set out in Note 7 the Council has to make certain 
judgements about complex transaction or those involving uncertainty about future 
events. The critical judgements made in the Statement of Accounts are: 
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8.1 Schools Non-Current Assets 
 
The Council has assessed the legal framework underlying each type of school.  
 
Community schools property, plant and equipment are owned by the Council and 
remain on the balance sheet as future economic benefits associated with the assets will 
flow to the Council. 
 
The plant, property and equipment of voluntary aided, voluntary controlled and 
foundation schools are owned and controlled by the religious body or the trustees of the 
schools and are therefore not shown on the balance sheet of the Council unless the 
trustees are the governing body. 
 
The Council does not control the schools’ property, plant and equipment owned by the 
religious bodies or the trustees, there has been no past events which have transferred 
the ownership or control of the property, plant and equipment to the Council and any 
future benefits from the property, plant and equipment would be for the benefit of the 
religious body or trustee and not the Council. 
 
An asset must be controlled by the Council for that asset to be recognised in the single 
entity accounts. Usage of the asset does not demonstrate control in form or substance 
without rights that are either legal or substantive.    
 
The religious bodies or trustees own the assets, there has not been a reassignment of 
those assets to the Council and the rights to the asset are still maintained by the 
religious body or trustee. The religious bodies or trustees have a legal right to take back 
these assets. 
 
The religious bodies or trustees have provided a licence for the Council to use the asset 
however these licenses are not provided in a written form. These licences do not create 
control of the asset by the Council. The religious bodies or trustees assert their 
continued control over the asset by permitting the asset to be used for precisely the 
purpose that the school wishes by the objectives of the religious bodies or trustees 
being the same as the governing bodies. 
  
The religious bodies or trustees have decided that their asset is to be used as a school 
and therefore continue to have the rights to the resources in the asset. The continued 
agreement to permit the schools to use the asset means that the religious bodies or 
trustees are perpetually reasserting their control and this has not been passed to the 
school. 
 
The right of termination of the arrangement at any time by the religious body or trustee 
provides evidence that the risks and rewards of ownership of the asset have not 
transferred to the Council. 
 
Details of the value of schools land and building assets are shown in Note 24 to the 
accounts. 
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8.2 PFI and Similar Arrangements 
 
The Council is deemed to control the services provided via its PFI arrangements and 
also to control the residual value of the assets at the end of the contract. The 
accounting policy for PFIs and similar contracts has been applied to these 
arrangements and the assets valued at £217.077m (£228.004m in 2018/19) are 
recognised as Property, Plant and Equipment in the Council’s Balance Sheet.  
 
The operators’ models were examined to identify the service element of the unitary 
charge. Where that charge could not be clearly separated the relevant costs were 
obtained from the models and a margin was applied to the costs to provide an amount 
for the service costs. The margin used was based on advice received from expert 
external advisors. The service element of the unitary charge is inflated annually by an 
agreed indicator (e.g. RPI) as per the contract. 
 
The implicit interest rate (IIR) was calculated by discounting the non-service element of 
the unitary charge at a rate that brings it back to the fair value of the asset. The fair 
value of the asset is taken as the construction or refurbishment costs of the scheme. 
The IIR calculated is compared to the closing swap rate in the financial model to check 
the reasonableness of the assumptions made. 
 
8.3 Investment Properties 
 
The Council has reviewed all assets to ensure they meet the accounting policy for 
investment properties (i.e. they are solely used to earn rentals and / or for capital 
appreciation) and as a result assets valued on that basis total £475.227m (£442.814m 
in 2018/19) and are recognised as Investment Properties in the Council’s Balance 
Sheet. 
 
8.4 Valuation of Heritage Assets 
 
The Code permits councils to measure community assets in the same way as heritage 
assets. However the Council has decided that these should continue to be measured at 
depreciated historical cost. 
 
The Code states that valuation of heritage assets may be made by any method that is 
appropriate and relevant. There is no requirement for valuations to be carried out or 
verified by external valuers. The Council has therefore chosen to use market valuation, 
where this is available. Where a market valuation is not available insurance valuation 
has been used. Where this information is not available, and cannot be obtained at a 
cost which is commensurate with the benefits to users of the financial statements, the 
assets are not recognised in the Balance Sheet. Items with a value of less than 
£100,000 are excluded from the balance sheet. 
 
As a result assets valued at £542.367m (£528.272m in 2018/19) have been classed as 
Heritage Assets. 
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8.5 Classification of Financial Assets 
 
Under IFRS9 (Financial Instruments) the default valuation method of the Council’s 
equity holdings would be Fair Value through Profit and Loss. However it is the Council’s 
view that the majority of its equity instruments are strategic investments (i.e. are not 
held for trading) and designating these at Fair Value through Other Comprehensive 
Income results in a reasonable and reliable accounting policy for the investment. 
 
8.6 Better Care Fund (BCF) 
 
The Better Care Fund Pooled Budget arrangements commenced on 1 April 2015. The 
Council is the host for the Manchester BCF. The accounting arrangements for the BCF 
are dependent on whether the Council, as host, has control of the fund. The agreement 
with the Manchester Clinical Commissioning Group (CCG) states that relevant decisions 
have to have unanimous agreement, all members of the fund hold providers to account 
for delivery of services and risks are borne in line with the agreement. The Council’s 
view is that the BCF should be accounted for as a joint operation and as a result 
accounts for its share of the fund’s assets, liabilities, expenditure and income.  
 
8.7 Composition of the Council’s Group 
 
The Council undertakes its activities through a variety of undertakings, either under 
ultimate control or in partnership with other organisations. Those considered to be 
material are included in the group accounts. Profit and loss, net worth and value of non-
current assets for each organisation are considered as a percentage of the Council’s 
single entity accounts to determine those that are material. Turnover, assets and 
liabilities (including the pension liability) are assessed individually. An entity could be 
material but still not consolidated (if all of its business is with the Council and eliminated 
on consolidation) – i.e. the consolidation would mean that the group accounts are not 
materially different to the single entity accounts. The assessment of materiality also 
considers qualitative factors such as whether the Council depends significantly on these 
entities for the continued provision of its statutory services or where there is concern 
about the level to which the Council is exposed to commercial risk 
 
Note 9. Key Sources of Estimation Uncertainty 
 
The Statement of Accounts contains estimated figures that are based on assumptions 
made by the Council about the future or that are otherwise uncertain. Estimates are 
made taking into account historical experience, current trends and other relevant 
factors. However because balances cannot be determined with certainty, actual results 
could be different from the assumptions and estimates.  
 
The items in the Council’s Balance Sheet at 31 March 2020 for which there is a risk of 
adjustment in the following financial year are: 
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9.1 Revaluation of Property, Plant and Equipment (PPE) 
 
The Council’s property, plant and equipment assets are valued on the balance sheet in 
accordance with the statement of asset valuation principles and guidance notes issued 
by the Royal Institution of Chartered Surveyors (RICS): 
 

x plant and machinery is included in the valuations of buildings when it is an 
integral part of the building. 

 
x properties classified as operational, excluding council dwellings, were valued on 

the basis of net realisable value in existing use or, where a market did not exist, 
on the basis of depreciated replacement cost. 
 

x council dwellings were valued in accordance with Ministry of Housing, 
Communities and Local Government (MHCLG) guidance at open market value 
less a specified, notified percentage known as the social housing discount. 

 
x community assets and infrastructure have been valued at depreciated historical 

cost. 
 
x properties classified as non-operational have been valued on the basis of market 

value for the highest or best use. 
 
Council dwellings are revalued annually. All other property, plant and equipment are 
valued sufficiently regularly to ensure that their carrying amount is not materially 
different from their value at year end, but as a minimum every five years. Valuations are 
undertaken during the year by internal council valuers and Jacobs, external valuers 
commissioned by the Council with a valuation date of 1 April 2019. Jacobs provided 
indexation factors for the percentage increase in value from the date of the last 
valuation to 31 March 2020 for each category of asset. These did not have a material 
effect so were not applied to the asset values.  
 
The Council’s Valuers have stated that market activity is being impacted in many 
sectors as a result of the COVID 19 pandemic. At the valuation date they consider that 
they can attach less weight to previous market evidence, for comparison purposes, to 
form opinions of the value of property, plant and equipment where market value is a 
factor. The current response to COVID 19 means that they are faced with an 
unprecedented set of circumstances on which to base a judgement. The valuations 
have therefore been reported on the basis of ‘material valuation uncertainty’ as per the 
RICS Red Book Global.  
 
An assessment as to whether there is an indication of impairment is also made. This 
includes examination of capital expenditure incurred in the financial year to ascertain 
whether or not it has resulted in an increase in value of an asset. Advice has been 
provided by valuers employed by the Council. If the actual results differ from the 
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assumptions the value of PPE will be over or understated. This would be adjusted when 
the assets were next revalued. 
 
It is estimated that the carrying value of property, plant and equipment would increase 
by £18.03m for every 1% increase in valuation. 
 
9.2 Depreciation of Property, Plant and Equipment. 
 
Assets are depreciated based on useful lives that are dependent on assumptions about 
the level of repairs and maintenance that will be incurred in relation to individual assets. 
The current economic climate makes it uncertain that the Council will be able to 
maintain the expenditure on repairs and maintenance resulting in uncertainty in the 
useful lives assigned to assets by the Valuers. If the useful life of assets is reduced 
depreciation increases and the carrying amount of assets falls. It is estimated that the 
annual depreciation charge would increase by £8.3m for every year the useful lives are 
reduced.  
 
However, due to capital regulations, there would be no impact on the general fund 
balance. 
 
External Valuers have provided percentages, based on their professional judgement, for 
various components of council houses and flats. These percentages have been applied 
to the valuations of houses and flats to obtain valuations of the components to which 
useful lives are applied to calculate the depreciation on council dwellings. If these 
percentages were amended, the value of the council dwellings and the related 
depreciation would be over or under stated.  
 
9.3 Compensation Provisions 
 
The Council has made various provisions in relation to compensation claims submitted 
to the Council. These provisions are based on the number of claims outstanding at the 
end of the financial year, the average settlement amount for each type of claim and the 
likelihood of each type of claim being settled. It is not certain that the precedents set in 
previous years will be applicable to the current outstanding claims. An increase of 1% in 
the estimate average settlement would have the effect of adding £0.095m to the 
provision required. An increase of 1% in the likelihood of each claim being settled would 
have the effect of adding £0.104m to the provision.  
 
9.4 Provision for Business Rate Appeals  
 
The Council has made a provision for a reduction in business rate income due to 
appeals made against rateable values set by the Valuation Office Agency (VOA). This is 
based on percentage reductions in rateable values for hereditaments where there was 
an outstanding appeal at 31 March 2020. This provision includes the estimated impact 
on 2019/20 income of appeals anticipated to be lodged in future years. The percentages 
used for appeals against the 2010 valuation list are based on information from the VOA 
on the percentage reductions, per category of property and type of appeal, to the 

Page 81

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_66
68



Manchester City Council Annual Statement of Accounts 2019/20 

valuation list following previously settled appeals. Appeals raised against hereditaments 
with larger RVs have been considered separately. The percentage used for the 
reduction in the 2017 valuation list is based on the percentage that the 2010 list has 
fallen by adjusted by the reduction in value that has already occurred as a result of the 
new check, challenge, and appeal process. An increase of 1% in the percentage 
reduction would have the effect of adding £5.681m to the total provision required 
(Council’s share £5.624m).  
 
9.5 Arrears 
 
At 31 March 2020 the Council had a balance of short term debtors of £311.036m. This 
included sundry debtors of £213.021m (including housing benefit overpayments), 
housing rent debtors of £7.599m, council tax debtors of £61.502m and business rates 
debtors of £28.914m. A review of these outstanding balances suggests that an 
impairment of doubtful debts of £140.181m (£63.369m sundry debtors, £6.356m 
housing rents, £47.203m council tax and £23.253m business rates) was appropriate. 
However in the current climate it is not certain that such an allowance would be 
sufficient. If collection rates were to deteriorate by 1% this would require an additional 
£1.9m (£1.1m sundry debtors, £0.6m council tax and £0.2m business rates) to be set 
aside. 
 
9.6 Pensions Liability 
 
Estimation of the net liability to pay pensions depends on a number of complex 
judgements relating to the discount rate used, the expected rate of price inflation, the 
rate at which salaries and pensions are expected to increase, mortality rates and rate of 
commutation of pensions. A firm of actuaries are engaged by the Pension Fund to 
provide expert advice about the assumptions to be applied. The effects on the net 
pension liability of changes in individual assumptions can be measured. For instance a 
0.5% decrease in the discount rate assumption would result in an increase in the 
pension liability of £317.524m, a 0.5% increase in the salary increase rate would result 
in a £30.281m increase in the pension liability and a 0.5% increase in the assumed 
pension rate increase would result in a £284.518m increase in the pension liability.  
 
The actuary has made an estimated adjustment to the liabilities for the McCloud 
judgement from the 2019 valuation to ensure this is captured in the March 2020 balance 
sheet figures. This impact is separately recorded as a past service cost. 
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VWDWXWRU\�SURYLVLRQV�DV�EHLQJ�DYDLODEOH�WR�WKH�&RXQFLO�WR�PHHW�IXWXUH�FDSLWDO�DQG�UHYHQXH�H[SHQGLWXUH��,W�VKRZV�WKH�WHFKQLFDO�LWHPV�WKDW�DUH�UHPRYHG�WKDW�GR�QRW�LPSDFW�RQ�WKH�IXQGHG�SRVLWLRQ�DQG�UHSODFHV�WKHP�ZLWK�RWKHU�LWHPV�WKDW�
DUH�IXQGHG�

7KH�WDEOH�EHORZ�VKRZV�WKH�DGMXVWPHQWV�PDGH�LQ���������

8VDEOH�5HVHUYHV 8QXVDEOH�
5HVHUYHV

� 5HVWDWHG 5HVWDWHG 5HVWDWHG
*HQHUDO�
)XQG�

5HVHUYHV

+RXVLQJ�5HYHQXH�
$FFRXQW�5HVHUYHV

&DSLWDO�
5HFHLSWV�
5HVHUYH

&DSLWDO�*UDQWV�
8QDSSOLHG

0DMRU�5HSDLUV�
5HVHUYH

7RWDO�8VDEOH�
5HVHUYHV

7RWDO�
8QXVDEOH�
5HVHUYHV

����V ����V ����V ����V ����V ����V ����V
5HYHUVDO�RI�LWHPV�GHELWHG�RU�FUHGLWHG�WR�WKH�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH�VWDWHPHQW�
'HSUHFLDWLRQ� �������� � � � �������� �������� ������
$PRUWLVDWLRQ�RI�LQWDQJLEOH�DVVHWV ����� � � � � ����� ���
,PSDLUPHQW���UHYDOXDWLRQ�ORVVHV�FKDUJHG�WR�WKH�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH�VWDWHPHQW �������� �������� � � � �������� ������
0RYHPHQW�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\ �������� � � � � �������� ������
)LQDQFLQJ�RI�FDSLWDO�H[SHQGLWXUH�RQ�FRXQFLO�GZHOOLQJV � � � � ������ ������ ��������
&DSLWDO�JUDQWV�DQG�FRQWULEXWLRQV� ������ ��� � ������� � ������ ��������
5HYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH �������� ���� � �������� � �������� ������
*DLQ����ORVV��RQ�GLVSRVDO�RI�QRQ�FXUUHQW�DVVHWV �������� ����� � � � ������� �����
$PRXQW�E\�ZKLFK�SHQVLRQ�FRVWV�FDOFXODWHG�LQ�DFFRUGDQFH�ZLWK�,$6���DUH�GLIIHUHQW�IURP�SHQVLRQ�FRQWULEXWLRQV�
GXH

�������� ����� � � � �������� ������

3ULYDWH�ILQDQFH�LQLWLDWLYH�FKDUJHV�WR�WKH�+5$ � ������ � � � ������ ��������
'LIIHUHQFHV�EHWZHHQ�VWDWXWRU\�DFFRXQWLQJ�DQG�DPRXQWV�UHFRJQLVHG�DV�LQFRPH�DQG�H[SHQGLWXUH�LQ�UHODWLRQ�WR�
ILQDQFLDO�LQVWUXPHQWV�

������� � � � � ������� �����

$PRXQW�E\�ZKLFK�FRXQFLO�WD[�DQG�EXVLQHVV�UDWHV�LQFRPH�DGMXVWPHQW�LQFOXGHG�LQ�WKH�FRPSUHKHQVLYH�LQFRPH�
DQG�H[SHQGLWXUH�VWDWHPHQW�LV�GLIIHUHQW�IURP�WKH�DPRXQW�WDNHQ�WR�WKH�JHQHUDO�IXQG�LQ�DFFRUGDQFH�ZLWK�
UHJXODWLRQ

������� � � � � ������� �����

6WDWXWRU\�SURYLVLRQ�IRU�WKH�UHSD\PHQW�RI�GHEW���PLQLPXP�UHYHQXH�SURYLVLRQ ������ � � � � ������ ��������
6WDWXWRU\�SURYLVLRQ�IRU�WKH�UHSD\PHQW�RI�GHEW���ILQDQFH�OHDVH�OLDELOLWLHV �� � � � � �� ����
6WDWXWRU\�SURYLVLRQ�IRU�WKH�UHSD\PHQW�RI�GHEW���SULYDWH�ILQDQFH�LQLWLDWLYHV ����� � � � � ����� �������
+5$�FDSLWDO�UHFHLSWV�WR�KRXVLQJ�FHQWUDO�SRRO ������� � ����� � � � �
5HYHQXH�FRQWULEXWLRQ�WR�ILQDQFH�FDSLWDO� ����� �� � � � ����� �������
3UHPLXPV�DQG�GLVFRXQWV�FKDUJHG�WR�UHYHQXH ��� � � � � ��� �����
3ULQFLSDO�UHSD\PHQW�RI�H[�*0&�GHEW ����� � � � � ����� �������
&DSLWDO�UHFHLSWV�UHFHLYHG � � �������� � � �������� ������
8VH�RI�FDSLWDO�UHFHLSWV�UHVHUYH�WR�ILQDQFH�FDSLWDO�H[SHQGLWXUH � � ������ � � ������ ��������
:ULWH�GRZQ�RI�ORQJ�WHUP�GHEWRU ���� � � � � ���� ��
&DSLWDO�UHFHLSWV�IRU�ORQJ�WHUP�GHEWRUV � � �������� � � �������� ������
7UDQVIHU�WR�VKRUW�WHUP�DFFXPXODWHG�DEVHQFHV�DFFRXQW ��� � � � � ��� �����
7RWDO�DGMXVWPHQWV �������� ����� ������� �������� ������� ��������� �������
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7KH�WDEOH�EHORZ�VKRZV�WKH�DGMXVWPHQWV�PDGH�LQ���������

8VDEOH�5HVHUYHV 8QXVDEOH�
5HVHUYHV

*HQHUDO�
)XQG�

5HVHUYHV

+RXVLQJ�5HYHQXH�
$FFRXQW�5HVHUYHV

&DSLWDO�
5HFHLSWV�
5HVHUYH

&DSLWDO�*UDQWV�
8QDSSOLHG

0DMRU�5HSDLUV�
5HVHUYH

7RWDO�8VDEOH�
5HVHUYHV

7RWDO�
8QXVDEOH�
5HVHUYHV

����V ����V ����V ����V ����V ����V ����V
5HYHUVDO�RI�LWHPV�GHELWHG�RU�FUHGLWHG�WR�WKH�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH�VWDWHPHQW�
'HSUHFLDWLRQ� �������� � � � �������� �������� ������
$PRUWLVDWLRQ�RI�LQWDQJLEOH�DVVHWV ���� � � � � ���� ��
,PSDLUPHQW���UHYDOXDWLRQ�ORVVHV�FKDUJHG�WR�WKH�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH�VWDWHPHQW ������� ������� � � � �������� ������
0RYHPHQW�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\ ������ � � � � ������ ��������
)LQDQFLQJ�RI�FDSLWDO�H[SHQGLWXUH�RQ�FRXQFLO�GZHOOLQJV � � � � ������ ������ ��������
&DSLWDO�JUDQWV�DQG�FRQWULEXWLRQV� ������� � � �������� � ������ ��������
5HYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH �������� ���� � �������� � �������� ������
*DLQ����ORVV��RQ�GLVSRVDO�RI�QRQ�FXUUHQW�DVVHWV �������� ����� � � � �������� ������
$PRXQW�E\�ZKLFK�SHQVLRQ�FRVWV�FDOFXODWHG�LQ�DFFRUGDQFH�ZLWK�,$6���DUH�GLIIHUHQW�IURP�SHQVLRQ�FRQWULEXWLRQV�
GXH

�������� ����� � � � �������� ������

3ULYDWH�ILQDQFH�LQLWLDWLYH�FKDUJHV�WR�WKH�+5$ � ����� � � � ����� �������
'LIIHUHQFHV�EHWZHHQ�VWDWXWRU\�DFFRXQWLQJ�DQG�DPRXQWV�UHFRJQLVHG�DV�LQFRPH�DQG�H[SHQGLWXUH�LQ�UHODWLRQ�WR�
ILQDQFLDO�LQVWUXPHQWV�

������� � � � � ������� �����

$PRXQW�E\�ZKLFK�FRXQFLO�WD[�DQG�EXVLQHVV�UDWHV�LQFRPH�DGMXVWPHQW�LQFOXGHG�LQ�WKH�FRPSUHKHQVLYH�LQFRPH�
DQG�H[SHQGLWXUH�VWDWHPHQW�LV�GLIIHUHQW�IURP�WKH�DPRXQW�WDNHQ�WR�WKH�JHQHUDO�IXQG�LQ�DFFRUGDQFH�ZLWK�
UHJXODWLRQ

������� � � � � ������� �����

6WDWXWRU\�SURYLVLRQ�IRU�WKH�UHSD\PHQW�RI�GHEW���PLQLPXP�UHYHQXH�SURYLVLRQ ������ � � � � ������ ��������
6WDWXWRU\�SURYLVLRQ�IRU�WKH�UHSD\PHQW�RI�GHEW���SULYDWH�ILQDQFH�LQLWLDWLYHV ����� � � � � ����� �������
+5$�FDSLWDO�UHFHLSWV�WR�KRXVLQJ�FHQWUDO�SRRO ������� � ����� � � � �
5HYHQXH�FRQWULEXWLRQ�WR�ILQDQFH�FDSLWDO� ������ ��� � � � ������ ��������
3UHPLXPV�DQG�GLVFRXQWV�FKDUJHG�WR�UHYHQXH ��� � � � � ��� �����
3ULQFLSDO�UHSD\PHQW�RI�H[�*0&�GHEW ����� � � � � ����� �������
&DSLWDO�UHFHLSWV�UHFHLYHG � � �������� � � �������� ������
8VH�RI�FDSLWDO�UHFHLSWV�UHVHUYH�WR�ILQDQFH�FDSLWDO�H[SHQGLWXUH � � ������ � � ������ ��������
:ULWH�GRZQ�RI�ORQJ�WHUP�GHEWRU ���� � � � � ���� ��
&DSLWDO�UHFHLSWV�IRU�ORQJ�WHUP�GHEWRUV � � �������� � � �������� ������
7UDQVIHU�WR�VKRUW�WHUP�DFFXPXODWHG�DEVHQFHV�DFFRXQW ����� � � � � ����� ���
7RWDO�DGMXVWPHQWV �������� ������ �������� �������� ��� ��������� �������
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1RWH�����/RQJ�WHUP�&RQWUDFWV

8QGLVFKDUJHG�REOLJDWLRQV�DULVLQJ�IURP�3),��DQG�VLPLODU�WUDQVDFWLRQV�DV�DW����0DUFK������ZHUH�DV�IROORZV�

3D\PHQWV
/LDELOLW\�

5HSD\PHQW
/LIHF\FOH�
&RVWV

,QWHUHVW�
&KDUJHV

6HUYLFH�
&KDUJHV 7RWDO &RQWUDFW

6FKHPH ����V ����V ����V ����V ����V ,QGH[DWLRQ ([SLU\ 6FKHPH�'HWDLOV
0LOHV�3ODWWLQJ�+RXVLQJ� 53, ���� 0LOHV�3ODWWLQJ�±�KRXVLQJ�UHIXUELVKPHQW��PDLQWHQDQFH�DQG�

HVWDWH�PDQDJHPHQW����VHUYLFHV�FRPPHQFHG�LQ����������
7RWDO�REOLJDWLRQ�DV�DW�VWDUW�RI�FRQWUDFW�RI��������������WR�
EH�PHW�IURP�3),�*UDQW�DQG�WKH�+RXVLQJ�5HYHQXH�$FFRXQW�

3D\PHQWV�ZLWKLQ���\HDU ����� ����� ����� ����� ������
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� ������ ����� ������ ������
3D\PHQWV�ZLWKLQ���WR����\HDUV ������ ������ ����� ������ ������
3D\PHQWV�ZLWKLQ����WR����\HDUV ������ ������ ����� ������ ������
3D\PHQWV�ZLWKLQ����WR����\HDUV� ����� ����� ��� ������ ������

������ ������ ������ ������� �������
3O\PRXWK�*URYH�+RXVLQJ 53, ���� 3O\PRXWK�*URYH�±�KRXVLQJ�UHIXUELVKPHQW��PDLQWHQDQFH�

DQG�HVWDWH�PDQDJHPHQW����VHUYLFHV�FRPPHQFHG�LQ�
���������7RWDO�REOLJDWLRQ�DV�DW�VWDUW�RI�FRQWUDFW�RI�
�������������WR�EH�PHW�IURP�3),�*UDQW�DQG�WKH�+RXVLQJ�
5HYHQXH�$FFRXQW��

3D\PHQWV�ZLWKLQ���\HDU ��� ��� ����� ����� �����
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� ����� ����� ������ ������
3D\PHQWV�ZLWKLQ���WR����\HDUV ����� ����� ����� ������ ������
3D\PHQWV�ZLWKLQ����WR����\HDUV ����� ����� ����� ������ ������

������ ����� ������ ������ ������ �
7HPSOH�6FKRRO 53, ���� 7HPSOH�6FKRRO�±�GHVLJQ��EXLOG�DQG�PDLQWHQDQFH�RI�7HPSOH�

3ULPDU\�6FKRRO�±�VHUYLFHV�FRPPHQFHG�LQ����������7RWDO�
REOLJDWLRQ�DV�DW�VWDUW�RI�FRQWUDFW�RI�������������WR�EH�PHW�
IURP�3),�6SHFLDO�*UDQW�DQG�'HGLFDWHG�6FKRROV�*UDQW�
�'6*���

3D\PHQWV�ZLWKLQ���\HDU ��� � ��� ��� ���
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� � ��� ����� �����
3D\PHQWV�ZLWKLQ���WR����\HDUV ��� � �� ��� ���

����� � ��� ����� ����� � �
:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH 53, ���� :ULJKW�5RELQVRQ�6SRUWV�&ROOHJH���GHVLJQ��EXLOG�DQG�

PDLQWHQDQFH�RI�VSRUWV�FROOHJH���VHUYLFHV�FRPPHQFHG�LQ�
���������7RWDO�REOLJDWLRQ�DV�DW�VWDUW�RI�FRQWUDFW�RI�
�������������WR�EH�PHW�IURP�3),�6SHFLDO�*UDQW�DQG�
'HGLFDWHG�6FKRROV�*UDQW��'6*���

3D\PHQWV�ZLWKLQ���\HDU ����� ��� ����� ����� �����
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� ����� ����� ����� ������
3D\PHQWV�ZLWKLQ���WR����\HDUV ����� ����� ����� ������ ������
3D\PHQWV�ZLWKLQ����WR����\HDUV ����� ��� ��� ����� ������

������ ����� ����� ������ ������
3XEOLF�/LJKWLQJ 53, ���� 3XEOLF�/LJKWLQJ�±�UHIXUELVKPHQW�DQG�PDLQWHQDQFH�RI�VWUHHW�

OLJKWLQJ�DQG�LOOXPLQDWHG�VWUHHW�VLJQDJH�±�VHUYLFHV�
FRPPHQFHG�LQ����������7RWDO�REOLJDWLRQ�DV�DW�VWDUW�RI�
FRQWUDFW�RI��������������WR�EH�PHW�IURP�3),�6SHFLDO�*UDQW�
DQG�FRXQFLO�UHVRXUFHV��

3D\PHQWV�ZLWKLQ���\HDU ����� ��� ����� ����� �����
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� ����� ����� ������ ������
3D\PHQWV�ZLWKLQ���WR����\HDUV ������ ����� ����� ������ ������

������ ����� ����� ������ ������
%UXQVZLFN�+RXVLQJ 53,; ���� %UXQVZLFN�±�KRXVLQJ�UHIXUELVKPHQW��PDLQWHQDQFH�DQG�

HVWDWH�PDQDJHPHQW����VHUYLFHV�FRPPHQFHG�LQ����������
7RWDO�REOLJDWLRQ�DV�DW�VWDUW�RI�FRQWUDFW�RI��������������WR�
EH�PHW�IURP�3),�*UDQW�DQG�WKH�+RXVLQJ�5HYHQXH�$FFRXQW��

3D\PHQWV�ZLWKLQ���\HDU ����� � ����� ����� �����
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� � ������ ������ ������
3D\PHQWV�ZLWKLQ���WR����\HDUV ����� � ������ ������ ������
3D\PHQWV�ZLWKLQ����WR����\HDUV ������ � ������ ������ ������
3D\PHQWV�ZLWKLQ����WR����\HDUV� ������ � ����� ������ ������

������ � ������ ������ �������
5HIXVH�9HKLFOHV�6HUYLFH�&RQFHVVLRQ 9DULRXV ���� 5HIXVH�YHKLFOHV�XWLOLVHG�LQ�WKH�SURYLVLRQ�RI�UHIXVH�FROOHFWLRQ�

VHUYLFHV�WR�WKH�&RXQFLO��7KH�VHUYLFH�FRQWUDFW�FRPPHQFHG�
LQ������DQG�WKH�SXUFKDVH�RI�QHZ�YHKLFOHV�WR�EH�XWLOLVHG�LQ�
WKH�FRQWUDFW�FRPPHQFHG�LQ������

3D\PHQWV�ZLWKLQ���\HDU ��� � �� ������ ������
3D\PHQWV�ZLWKLQ���WR���\HDUV ����� � ��� ������ ������

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

7KH�VHUYLFH�FKDUJH�LQFOXGHG�DERYH�H[FOXGHV�LQIODWLRQ�DSSOLHG�DQQXDOO\�XVLQJ�WKH�UHOHYDQW�LQGH[��
7KH�VHUYLFH�FKDUJH�VKRZQ�DVVXPHV�QR�GHGXFWLRQV�ZLOO�EH�PDGH�IRU�SRRU�SHUIRUPDQFH��
7KH�%UXQVZLFN�+RXVLQJ�OLDELOLW\�LV�EHLQJ�LQWURGXFHG�RQWR�WKH�EDODQFH�VKHHW�DV�WKH�ZRUN�LV�XQGHUWDNHQ������������������������������������������������������������������������������������������������������������������������
7KH�5HIXVH�9HKLFOH�6HUYLFH�&RQFHVVLRQ�OLDELOLW\�LV�EHLQJ�LQWURGXFHG�RQWR�WKH�EDODQFH�VKHHW�DV�DVVHWV�DUH�SXUFKDVHG����
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7KH�&RXQFLO�KDV�VL[�3),�6FKHPHV�DQG�RQH�6HUYLFH�&RQFHVVLRQ�DV�IROORZV�

��0LOHV�3ODWWLQJ��+5$��+RXVLQJ��6HUYLFHV�3),�6FKHPH
��3O\PRXWK�*URYH��+5$��+RXVLQJ��6HUYLFHV�3),�6FKHPH
��7HPSOH�3ULPDU\�6FKRRO��&KLOGUHQ
V�6HUYLFHV�3),�6FKHPH
��:ULJKW�5RELQVRQ��&KLOGUHQ
V�6HUYLFHV�3),�6FKHPH
��6WUHHW�/LJKWLQJ��1HLJKERXUKRRG�6HUYLFHV�3),�6FKHPH����������������������������������������������������������������������������������������������������������������������������������������������������������������������
��%UXQVZLFN��+5$��+RXVLQJ��6HUYLFHV�3),�6FKHPH������������������������������������������������������������������������������������
��5HIXVH�9HKLFOHV�6HUYLFH�&RQFHVVLRQ���

2QH�3),�VFKHPH�ILQLVKHG�GXULQJ�WKH�ILQDQFLDO�\HDU��
��(QHUJ\��+HDWLQJ���+5$��+RXVLQJ��6HUYLFHV�3),�6FKHPH��������������������������������������������������������������������������������������������������������������������������������������

(DFK�3),�6FKHPH�VSHFLILHV�WKH�VWDUW�GDWHV�IRU�WKH�FRQWUDFWRU�WR�EHJLQ�WKH�ZRUN�DV�ZHOO�DV�
LPSURYHPHQW�GDWHV�IRU�F\FOLFDO�SODQQHG�PDLQWHQDQFH��7KH�FRQWUDFWRU�PDNHV�WKH�SURSHUW\��SODQW�
DQG�HTXLSPHQW�QHHGHG�WR�SURYLGH�WKH�VHUYLFHV�DYDLODEOH�WR�WKH�&RXQFLO�IRU�WKH�OHQJWK�RI�WKH�
FRQWUDFW��$W�WKH�HQG�RI�WKH�FRQWUDFW�WKH�RZQHUVKLS�RI�WKH�SURSHUW\��SODQW�DQG�HTXLSPHQW�SDVVHV�
WR�WKH�&RXQFLO�DW�QR�H[WUD�FKDUJH��7KH�PDQDJHPHQW�DQG�PDLQWHQDQFH�FRQWUDFW�ZLWK�WKH�
FRQWUDFWRU�H[SLUHV�DW�WKH�HQG�RI�WKH�3),�6FKHPH��WKH�FRQWUDFWRU�GRHV�QRW�KDYH�DQ�DXWRPDWLF�
ULJKW�WR�UHQHZ�WKH�FRQWUDFW�IRU�D�IXUWKHU�SHULRG�EXW�LV�HQWLWOHG�WR�UH�WHQGHU�IRU�WKH�FRQWUDFW��,I�WKH�
&RXQFLO�GHIDXOWV�RQ�WKH�WHUPV��WKH�FRQWUDFWRU�FDQ�WHUPLQDWH�WKH�3),�6FKHPH��7KH�&RXQFLO�LV�
HQWLWOHG�WR�WHUPLQDWH�WKH�FRQWUDFW�LI�WKH�FRQWUDFWRU�GHIDXOWV�

+5$��+RXVLQJ��3),�6FKHPHV
,Q�HDFK�RI�WKH�+RXVLQJ�3),�6FKHPHV��0LOHV�3ODWWLQJ��3O\PRXWK�*URYH��%UXQVZLFN��WKH�FRQWUDFWRU�
LV�FRQWUDFWHG�WR�LPSURYH�D�VSHFLILHG�JURXS�RI�SURSHUWLHV�LQ�DQ�DUHD�WR�VSHFLILHG�VWDQGDUGV��WKH�
DFWXDO�QXPEHU�PD\�EH�DIIHFWHG�E\�GHPROLWLRQV�DQG�WHQDQWV�H[HUFLVLQJ�WKHLU�5LJKW�WR�%X\��57%����

(DFK�+RXVLQJ�3),�6FKHPH�VHWV�RXW�D�PLQLPXP�VSHFLILFDWLRQ�IRU�WKH�VWDQGDUG�RI�PDLQWHQDQFH�
DQG�VHUYLFH�SURYLVLRQ�WR�WKH�LQGLYLGXDO�SURSHUWLHV�E\�WKH�FRQWUDFWRU��7KHUH�DUH�FODXVHV�ZKLFK�VHW�
RXW�WKH�ILQDQFLDO�GHGXFWLRQV�WR�EH�DSSOLHG�LI�WKHVH�VWDQGDUGV�DUH�QRW�PHW�

,Q�DFFRUGDQFH�ZLWK�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�3),�FRQWUDFW��WKH�&RXQFLO�ZDV�REOLJHG�WR�
WUDQVIHU�D�SLHFH�RI�ODQG�WR�WKH�0LOHV�3ODWWLQJ�FRQWUDFWRU��5HQDLVVDQFH��IRU�WKH�GHYHORSPHQW�RI�
KRXVLQJ�VWRFN�IRU�SULYDWH�VDOH��+RZHYHU��GXH�WR�WKH�SUHYDLOLQJ�VWDWH�RI�WKH�KRXVLQJ�PDUNHW��LW�ZDV�
PRUH�ORJLFDO�WR�PDNH�D�SD\PHQW�WR�WKH�FRQWUDFWRU�WR�UHSUHVHQW�WKH�YDOXH�RI�WKH�ODQG��$�SD\PHQW�
RI����������ZDV�PDGH�LQ���������

&KLOGUHQ
V�6HUYLFHV�3),�6FKHPHV
7KH�6FKRRO�3),�6FKHPHV�REOLJH�WKH�FRQWUDFWRU�WR�FRQVWUXFW��ILW�RXW�DQG�HTXLS�QHZ�VFKRRO�
EXLOGLQJV�DQG�IDFLOLWLHV�DV�GHILQHG�DQG�VSHFLILHG�LQ�HDFK�RI�WKH�FRQWUDFWV��7KH�FRQWUDFWRU�LV�WKHQ�
REOLJHG�WR�PDQDJH�DQG�PDLQWDLQ�WKH�QHZ�IDFLOLWLHV�IRU�WKH�GXUDWLRQ�RI�WKH�OLIH�RI�WKH�3),�6FKHPH�

7KH�6FKRRO�3),�6FKHPHV�KDYH�PLQLPXP�VSHFLILFDWLRQV�IRU�VHUYLFH�SURYLVLRQ�DYDLODELOLW\��,I�WKHVH�
DUH�EUHDFKHG��H�J��XQDYDLODELOLW\�RI�D�VSRUWV�SLWFK���WKHQ�ILQDQFLDO�SHQDOWLHV�DUH�SD\DEOH�E\�WKH�
FRQWUDFWRU�
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:RUN�WR�LQFUHDVH�WKH�QXPEHU�RI�SXSLO�SODFHV�DW�7HPSOH�3ULPDU\�6FKRRO�KDV�EHHQ�FRPSOHWHG��
7KH�&RXQFLO�IXQGHG�WKH�FDSLWDO�ZRUNV�DW�WKH�VFKRRO��7KH�3),�FRQWUDFW�KDV�EHHQ�DPHQGHG�WR�
LQFOXGH�WKH�PDQDJHPHQW�DQG�PDLQWHQDQFH�RI�WKH�QHZ�IDFLOLW\�

7HPSOH�3ULPDU\�6FKRRO�WUDQVIHUUHG�WR�DFDGHP\�VWDWXV�GXULQJ���������
:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH�WUDQVIHUUHG�WR�DFDGHP\�VWDWXV�GXULQJ��������

*URZWK�DQG�1HLJKERXUKRRGV�3),�6FKHPH
7KH�6WUHHW�/LJKWLQJ�3),�6FKHPH�VSHFLILHG�WKDW��������VWUHHW�OLJKWV�ZHUH�FHUWLILHG�WR�EH�UHSODFHG�
GXULQJ�WKH�,QLWLDO�$SSDUDWXV�5HSODFHPHQW�3URJUDPPH��SOXV�RWKHUV�WR�EH�UHSODFHG�DW�RWKHUV�
H[SHQVH��H�J��KRXVLQJ�GHYHORSHUV���7KH�6FKHPH�DOVR�LQFOXGHV�DQ�$QQXDO�$SSDUDWXV�
5HSODFHPHQW�3URJUDPPH�ZKHUH�WKH�FRQWUDFWRU�LV�UHTXLUHG�WR�UHSODFH�VWUHHW�OLJKWV�RQ�D�F\FOLFDO�
EDVLV��

&KDQJHV�WR�WKH�6WUHHW�/LJKWLQJ�3),�FRQWUDFW�ZHUH�QHJRWLDWHG�LQ����������7KHVH�UHODWHG�WR�WKH�
SURFXUHPHQW�DQG�LQVWDOODWLRQ�RI�ORZ�HQHUJ\�/('�VWUHHW�OLJKWLQJ�WHFKQRORJ\�DQG�D�PDQDJHPHQW�
V\VWHP�IRU�FHQWUDOLVHG�FRQWURO��7KH�HTXLSPHQW�LV�GHVLJQHG�WR�GHOLYHU�ORQJ�WHUP�VXVWDLQDEOH�
EHQHILWV�DQG�UHYHQXH�VDYLQJV��ZKLOVW�SURYLGLQJ�KLJK�TXDOLW\�OLJKWLQJ�WR�UHFRJQLVHG�VWDWHPHQWV�

5HIXVH�9HKLFOHV�6HUYLFH�&RQFHVVLRQ
7KH�FRQWUDFW�WR�SURYLGH�UHIXVH�FROOHFWLRQ�VHUYLFH�WR�WKH�&RXQFLO�VWLSXODWHV�WKDW�QHZ�YHKLFOHV�ZLOO�
EH�SXUFKDVHG�E\�WKH�FRQWUDFWRU�WR�SURYLGH�WKHVH�VHUYLFHV��7KH�QDWXUH�RI�WKH�FRQWUDFW�PHDQV�WKDW�
LW�PXVW�EH�FODVVLILHG�XQGHU�WKH�,)5,&���VWDQGDUG��DV�D�6HUYLFH�&RQFHVVLRQ�DQG�WKH�YHKLFOHV�
FDSLWDOLVHG�RQ�WKH�&RXQFLO
V�EDODQFH�VKHHW���

�
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1RWH�����1DWLRQDO�+HDOWK�6HUYLFHV�$FW������3RROHG�)XQGV

6HFWLRQ����RI�WKH�1DWLRQDO�+HDOWK�6HUYLFHV�$FW������HQDEOHV�WKH�HVWDEOLVKPHQW�RI�MRLQW�ZRUNLQJ�DUUDQJHPHQWV�EHWZHHQ�1+6�
ERGLHV�DQG�ORFDO�DXWKRULWLHV��3RROHG�IXQGV�HQDEOH�KHDOWK�ERGLHV�DQG�ORFDO�DXWKRULWLHV�WR�ZRUN�WRJHWKHU�WR�DGGUHVV�VSHFLILF�
KHDOWK�LVVXHV�

%HWWHU�&DUH�)XQG��%&)�

7KH�%HWWHU�&DUH�)XQG�KDV�EHHQ�HVWDEOLVKHG�E\�WKH�*RYHUQPHQW�WR�SURYLGH�IXQGV�WR�ORFDO�DUHDV�WR�VXSSRUW�WKH�LQWHJUDWLRQ�RI�
KHDOWK�DQG�VRFLDO�FDUH��,W�ZDV�D�UHTXLUHPHQW�RI�WKH�%HWWHU�&DUH�)XQG�WKDW�0DQFKHVWHU�&OLQLFDO�&RPPLVVLRQLQJ�*URXSV�
�&&*��DQG�WKH�&RXQFLO�HVWDEOLVK�D�SRROHG�IXQG�IURP���$SULO������IRU�WKLV�SXUSRVH��

0DQFKHVWHU�+HDOWK�DQG�&DUH�&RPPLVVLRQLQJ��0+&&��LV�D�SDUWQHUVKLS�EHWZHHQ�0DQFKHVWHU�&OLQLFDO�&RPPLVVLRQLQJ�*URXS�
�&&*��DQG�0DQFKHVWHU�&LW\�&RXQFLO��HVWDEOLVKHG�LQ�������DQG�LV�UHVSRQVLEOH�IRU�WKH�FRPPLVVLRQLQJ�RI�KHDOWK��SXEOLF�KHDOWK�
DQG�DGXOW�VRFLDO�FDUH�VHUYLFHV�LQ�WKH�FLW\�RI�0DQFKHVWHU���$V�SDUW�RI�WKH�SDUWQHUVKLS�DUUDQJHPHQWV��WKH�&&*�DQG�WKH�&RXQFLO�
KDYH�DJUHHG�WR�HVWDEOLVK�DQG�PDLQWDLQ�DQ�,QWHJUDWHG�&DUH�%XGJHW��,&%��RI�ZKLFK�WKH�%&)�LV�D�VXEVHW���7KH�SDUWQHUVKLS�
EHWZHHQ�WKH�&&*�DQG�WKH�&RXQFLO�LV�VXSSRUWHG�WKURXJK�D�6HFWLRQ����SDUWQHUVKLS�DUUDQJHPHQW��6������7KHUH�LV�D�)LQDQFLDO�
)UDPHZRUN�ZKLFK�VHWV�RXW�WKH�GHWDLOHG�ILQDQFLDO�DUUDQJHPHQWV�IRU�RSHUDWLRQ�RI�WKH�,&%�DQG�LV�DQ�DSSHQGL[�WR�WKH�6����7KLV�
LV�GRFXPHQWHG�RQ�WKH�NH\�GHFLVLRQ�UHJLVWHU��

$�QHZ�IXQGLQJ�HOHPHQW�KDV�EHHQ�DGGHG�WR�WKH�%&)�IURP���������±�WKH�,PSURYHG�%HWWHU�&DUH�)XQG��L%&)����7KH�DOORFDWLRQ�
IRU�0DQFKHVWHU�LV��������������P���������������P�DQG��������������P��$�IXUWKHU�QHZ�IXQGLQJ�HOHPHQW�KDV�EHHQ�DGGHG�
WR�WKH�%&)�IURP�����������WKH�:LQWHU�3UHVVXUHV�IXQGLQJ��7KH�DOORFDWLRQ�IRU�0DQFKHVWHU�IRU���������LV�����P�

������� �������
����V ����V

)XQGLQJ
0DQFKHVWHU�&LW\�&RXQFLO �������� ��������
0DQFKHVWHU�&&* �������� ��������
7RWDO�)XQGLQJ ��������� ���������
([SHQGLWXUH
1HZ�'HOLYHU\�0RGHOV�RI�,QWHJUDWHG�&DUH ������ ������
3URWHFWLRQ�RI�$GXOW�6RFLDO�&DUH ������ ������
5HDEOHPHQW ������ ������
&DUH�$FW�5HVSRQVLELOLWLHV ����� �����
&DSLWDO�([SHQGLWXUH ����� �����
7RWDO�([SHQGLWXUH ������� �������
2YHUVSHQG����8QGHUVSHQG� ����� ����

7KH�RYHUVSHQG�RI����������LV�ODUJHO\�GXH�WR�LQFUHDVHG�FRVWV�IRU�HTXLSPHQW�DQG�DGDSWDWLRQV�LQFXUUHG�E\�WKH�&&*

7KH�&RXQFLO�LV�WKH�ORFDO�6RFLDO�6HUYLFHV�$XWKRULW\�IRU�0DQFKHVWHU�ZLWKLQ�WKH�PHDQLQJ�RI�WKH�/RFDO�$XWKRULW\�6RFLDO�6HUYLFHV�
$FW������DQG�D�FRPPLVVLRQHU�DQG�SURYLGHU�RI�KHDOWK�DQG�VRFLDO�FDUH�VHUYLFHV�WR�SHRSOH�RI�DOO�DJHV�LQ�0DQFKHVWHU��7KH�
DLPV�DQG�EHQHILWV�RI�WKH�SDUWQHUV�LQ�HQWHULQJ�LQWR�WKLV�DJUHHPHQW�DUH�WR�

��JLYH�WKH�&RXQFLO�DQG�WKH�&&*�JUHDWHU�WUDQVSDUHQF\�DQG�FRQWURO�RYHU�WKH�XVH�RI�IXQGLQJ�WR�VXSSRUW�ORFDO�LQWHJUDWLRQ�RI�
KHDOWK�DQG�FDUH�VHUYLFHV

���UHDOLVH�EHQHILWV�IURP�LQWHJUDWLRQ�LQ�WHUPV�RI�HIILFLHQFLHV�LQ�KRZ�VHUYLFHV�DUH�GHOLYHUHG��UHGXFLQJ�UHDFWLYH�XQSODQQHG�KHDOWK�
DQG�VRFLDO�FDUH�DFWLYLW\�DQG�LPSURYLQJ�ORQJ�WHUP�KHDOWK�RXWFRPHV�IRU�SHRSOH
��GHOLYHU�UHIRUP�RI�WKH�ORFDO�KHDOWK�DQG�FDUH�V\VWHP�EDVHG�RQ�DJUHHG�VWUDWHJLF�REMHFWLYHV�IRU�WKH�/RFDOLW\�3ODQ�DQG�QDWLRQDO�
FRQGLWLRQV�IRU�XVH�RI�WKH�%HWWHU�&DUH�)XQG

���SURWHFW�KHDOWK�DQG���RU�VRFLDO�FDUH�DV�UHOHYDQW�WR�WKH�SDUWQHUV�LQ�VR�IDU�DV�WKLV�GHOLYHUV�WKH�%HWWHU�&DUH�)XQG�QDWLRQDO�
FRQGLWLRQV�

)XUWKHU�GHWDLO�FDQ�EH�IRXQG�LQ�WKH�UHSRUW�WR�WKH�0DQFKHVWHU�+HDOWK�DQG�:HOOEHLQJ�%RDUG�GDWHG����0DUFK�������7KH�
0DQFKHVWHU�+HDOWK�DQG�:HOOEHLQJ�%RDUG�DGRSWHG�D�UHIUHVKHG�YHUVLRQ�RI�WKH�/RFDOLW\�3ODQ�RQ����0DUFK������DQG�UHFHLYHG�
DQ�XSGDWH�RQ����2FWREHU������IRU�WKH�%HWWHU�&DUH�)XQG�JXLGDQFH�UHOHDVHG�LQ�-XO\�������

7KH�%HWWHU�&DUH�)XQG�SODQ�FRQWLQXHV�WR�DOLJQ�WR�WKH�0DQFKHVWHU�/RFDOLW\�3ODQ�ZKLFK�KDV�EHHQ�VXSSRUWHG�SUHYLRXVO\�E\�WKH�
+HDOWK�DQG�:HOOEHLQJ�%RDUG���7KH�ORFDOLW\�SODQ�GHVFULEHV�WKH�FRUH�VFKHPHV��/RFDO�&DUH�2UJDQLVDWLRQ��/&2���6LQJOH�
&RPPLVVLRQLQJ�)XQFWLRQ�DQG�6LQJOH�+RVSLWDO�6HUYLFHV�ZKLFK�WRJHWKHU�ZLOO�EULQJ�PDMRU�WUDQVIRUPDWLRQDO�FKDQJH�LQ�KRZ�WKH�
QHHGV�RI�SHRSOH�RI�0DQFKHVWHU�DUH�PHW�

Page 90

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_75
77



0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7KH�,PSURYHG�%HWWHU�&DUH�)XQG��,%&)��LV�VXEMHFW�WR�QDWLRQDO�FRQGLWLRQV���7KH�,%&)�ZLOO�KDYH�D�IRFXV�RQ�WKH�IROORZLQJ�NH\�
DUHDV�IRU�WKH�0DQFKHVWHU�V\VWHP�

��7KH�GHYHORSPHQW�RI�QHZ�PRGHOV�RI�KRPH�FDUH��UHVLGHQWLDO�DQG�QXUVLQJ�FDUH�KRPHV��DFNQRZOHGJLQJ�WKH�SUHVVXUHV�XSRQ�
WKH�FDUH�PDUNHW��DQG�WKH�GHYHORSPHQW�RI�UHIRUPHG�PRGHOV�RI�FDUH�WKDW�GHOLYHU�D�VWHS�FKDQJH�LQ�RXWFRPHV�DQG�H[SHULHQFH�
IRU�FLWL]HQV��ZKLFK�RIIHUV�DWWUDFWLYH�HPSOR\PHQW�RSSRUWXQLWLHV�DQG�VFRSH�IRU�FDUHHU�GHYHORSPHQW��DQG�VXSSRUWV�WKH�GHOLYHU\�
RI�ZLGHU�V\VWHP�EHQHILWV
��5HYLHZ�DQG�UHIRUP��ZKHUH�DSSOLFDEOH��DGXOW�VRFLDO�FDUH�GLUHFW�SURYLVLRQ�LQ�UHDGLQHVV�IRU�D�VDIH�WUDQVIHU�RI�VHUYLFHV�WR�WKH�
/&2��UHFRJQLVLQJ�WKH�SKDVHG�RI�DSSURDFK�RI�VHUYLFHV�WKHUHIRUH�FRQGXFWLQJ�D�UHYLHZ�RI�WKRVH�VHUYLFHV�WKDW�ZLOO�EH�UHWDLQHG�
EXW�WUDQVIHU�WR�WKH�/&2�LQ�ODWHU�SKDVHV�
��'HYHORS�DQ�DSSURSULDWH�DQG�HIIHFWLYH�ILQDQFH��SHUIRUPDQFH�DQG�FRQWUDFW�PDQDJHPHQW�V\VWHP�LQIUDVWUXFWXUH�UHTXLUHG�WR�
VXSSRUW�WKH�GHOLYHU\�RI�QHZ�PRGHOV�RI�VRFLDO�FDUH�GHOLYHU\
��6KRUW�WHUP�LPSURYHPHQWV�KHUH�DQG�QRZ�SUHVVXUHV��IRFXVVLQJ�XSRQ�KLJK�FRVW�SURYLVLRQ��DQG�DGGUHVVLQJ�WKH�V\VWHP�
SUHVVXUHV�DQG�GHPDQG�FKDOOHQJHV�UHVXOWLQJ�LQ�GHOD\HG�WUDQVIHUV�RI�FDUH��'72&��

7KH�IXQGDPHQWDO�DPELWLRQ�EHKLQG�SRROLQJ�RI�UHVRXUFHV�LV�WR�VXSSRUW�WUDQVIRUPDWLRQDO�FKDQJH��)LQDQFLDO�DUUDQJHPHQWV�ZLOO�
VXSSRUW�LQWHJUDWLRQ�DQG�EH�YHU\�GLIIHUHQW�IURP�SUHYLRXV�H[SHULHQFH��LQ�SDUWLFXODU��

ā���������DFFHVV�WR�WKH�*0�WUDQVIRUPDWLRQ�IXQG��WRJHWKHU�ZLWK�SRROHG�UHVRXUFHV��ZLOO�HQDEOH�LQYHVWPHQW�LQ�WKH�LQLWLDO�SKDVH�RI�
LPSOHPHQWLQJ�QHZ�FDUH�PRGHOV�IRU�WKH�IXWXUH�

ā���������LQYHVWPHQW�LQWR�WKH�QHZ�FDUH�PRGHOV�ZLOO�EH�WUDFNHG�LQ�WHUPV�RI�LPSDFW�RQ�DFWLYLW\�OHYHOV�SDUWLFXODUO\�LQ�WKH�DFXWH�VHFWRU�
DQG�LQ�UHVLGHQWLDO�FDUH�
ā���������$�WUDQVLWLRQ�ZLOO�KDSSHQ�RYHU�D�IRXU�\HDU�SHULRG�VR�WKDW�H[LVWLQJ�PRGHOV�RI�FDUH�DUH�JUDGXDOO\�UHSODFHG�ZLWK�WKH�QHZ�
LQWHJUDWHG�PRGHOV�RI�FDUH�
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1RWH�����)LQDQFLQJ�DQG�,QYHVWPHQW��,QFRPH��DQG�([SHQGLWXUH

7KH�WDEOH�EHORZ�DQDO\VHV�WKH�ILJXUHV�LQFOXGHG�LQ�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�

�
������� �������
����V ����V �

,QWHUHVW�SD\DEOH�RQ�GHEW ������ ������
,QWHUHVW�HOHPHQW�RI�ILQDQFH�OHDVHV��OHVVHH� � �
,QWHUHVW�SD\DEOH�RQ�3),�XQLWDU\�SD\PHQWV ������ ������
1HW�LQWHUHVW�RQ�WKH�QHW�GHILQHG�EHQHILW�OLDELOLW\��SHQVLRQ�VFKHPH� ������ ������
,QYHVWPHQW�LQWHUHVW�LQFRPH �������� ��������
5HQWDOV�UHFHLYHG�RQ�LQYHVWPHQW�SURSHUWLHV �������� ��������
([SHQVHV�LQFXUUHG�RQ�LQYHVWPHQW�SURSHUWLHV ����� �����
&KDQJH�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUWLHV ������ ��������
'LYLGHQGV�UHFHLYDEOH �������� ��������
3URYLVLRQ�IRU�LPSDLUPHQW�RI�EDG�GHEWV ����� �����
�*DLQ��RQ�WUDGLQJ�DFFRXQWV��QRW�DSSOLFDEOH�WR�D�VHUYLFH�� ���� ���
7RWDO�ILQDQFLQJ�DQG�LQYHVWPHQW�LQFRPH�DQG�H[SHQGLWXUH �������� ��������

1RWH�����7D[DWLRQ�DQG�QRQ�VSHFLILF�JUDQW�LQFRPH

7KH�WDEOH�EHORZ�DQDO\VHV�WKH�ILJXUH�LQFOXGHG�LQ�WKH�WD[DWLRQ�DQG�QRQ�VSHFLILF�JUDQW�LQFRPH�OLQH�RI�WKH�&RPSUHKHQVLYH�
,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�

� � �
������� �������
����V ����V

&RXQFLO�7D[�,QFRPH � ����������������������� ��������� D
%XVLQHVV�5DWHV�,QFRPH � ����������������������� ��������� �
%XVLQHVV�5DWHV�7RS�8S � ������������������������ ������ E �
%XVLQHVV�5DWHV�6HFWLRQ����*UDQWV � ������������������������ �������� F
(QWHUSULVH�=RQH�5HOLHI�*UDQW � �������������������������� ������� G
(GXFDWLRQ�6HUYLFHV�*UDQW � ������������������������� �������
1HZ�+RPHV�%RQXV�*UDQW � ������������������������� ������� H
+RXVLQJ�%HQHILW��DQG�&RXQFLO�7D[�6XSSRUW�$GPLQLVWUDWLRQ�*UDQW � ������������������������� �������
:LQWHU�3UHVVXUHV�*UDQW � ������������������������� ������� I
5HWXUQHG�%XVLQHVV�5DWHV�/HY\�6KDUH � ������������������������� ����� J
5HWXUQHG�%XVLQHVV�5DWHV�*URZWK�IURP�*0&$ � ������������������������� ������� K
:DVWH�5HVHUYHV�5HIXQG � ������� L
'LVWULEXWHG�$*0$�UHVHUYHV � �������������������������� � M
3ULYDWH�)LQDQFH�,QLWLDWLYH�*UDQW��*HQHUDO�)XQG� � ������������������������� �������
,PSURYHG�%HWWHU�&DUH�)XQG � ������������������������ �������� N
$GXOW�6RFLDO�&DUH�6XSSRUW�*UDQW � ������������������������� � O
&KLOGUHQ
V�DQG�$GXOWV�6RFLDO�&DUH�*UDQW � ������� P
&29,'����(PHUJHQF\�)XQGLQJ � �������� Q
2WKHU�5HYHQXH�*UDQWV � �������������������������� �����
$GMXVWPHQW�RQ�FRQFHVVLRQDU\�LQWHUHVW�ORDQ � ������������������������� ����� R
&DSLWDO�*UDQWV�DQG�FRQWULEXWLRQV � ������������������������ ��������� S
7RWDO�WD[DWLRQ�DQG�QRQ�VSHFLILF�JUDQW�LQFRPH � ����������������������� ���������

D��&RXQFLO�7D[�,QFRPH�KDV�LQFUHDVHG�GXH�WR�DQ�LQFUHDVH�LQ�WKH�&RXQFLO�7D[�%DVH�DQG�DPRXQW�SD\DEOH�LQFOXGLQJ�IRU�VRFLDO�
FDUH��

E��%XVLQHVV�5DWHV�7RS�8S�LV�WKH�DPRXQW�SDLG�WR�JRYHUQPHQW�WR�DGMXVW�LQFRPH�IURP�EXVLQHVV�UDWHV�DQG�EULQJ�LW�LQWR�OLQH�ZLWK�
WKH�JRYHUQPHQW
V�DVVHVVPHQW�RI�EDVHOLQH�IXQGLQJ�OHYHO�UHTXLUHG��
�

F��%XVLQHVV�5DWHV�6HFWLRQ����JUDQWV�DUH�SDLG�E\�JRYHUQPHQW�WR�FRPSHQVDWH�DXWKRULWLHV�IRU�ORVV�RI�EXVLQHVV�UDWHV�LQFRPH�
GXH�JRYHUQPHQW�SROLF\�DQQRXQFHPHQWV��7KHVH�LQFOXGH�WKH�H[WHQVLRQ�RI�VPDOO�EXVLQHVV�UDWHV�UHOLHI�DQG�FDSSLQJ�WKH�
LQFUHDVH�LQ�EXVLQHVV�UDWHV�WR����DORQJ�ZLWK�RWKHU�PHDVXUHV�DQQRXQFHG�LQ�WKH�*RYHUQPHQW
V�%XGJHW�6WDWHPHQWV�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

G��7KH�JRYHUQPHQW�UHIXQGV�WKH�FRVWV�RI�EXVLQHVV�UDWH�GLVFRXQWV�DZDUGHG�ZLWKLQ�WKH�(QWHUSULVH�=RQHV�

H��1HZ�+RPHV�%RQXV��1+%��JUDQW�LV�EDVHG�RQ�D�UROOLQJ�IRXU�\HDUV�RI�OHJDF\�SD\PHQWV��7KH�WRWDO�KDV�LQFUHDVHG�DV�
DFKLHYHPHQW�LQ�WKH�DGGLWLRQDO�\HDU�DGGHG�LQ���������ZDV�KLJKHU�WKHQ�WKH�HDUOLHVW�\HDU�LQ���������ZKLFK�KDV�IDOOHQ�RXW���

I��:LQWHU�3UHVVXUHV�*UDQW�UHSUHVHQWV�WKH�&RXQFLO
V�VKDUH�RI������PLOOLRQ�DGGLWLRQDO�QDWLRQDO�IXQGLQJ�DQQRXQFHG�WR�KHOS�
ORFDO�DUHDV�HDVH�ZLQWHU�SUHVVXUH�RQ�WKH�1+6��7KLV�LV�DLPHG�DW�UHGXFLQJ�GHOD\HG�WUDQVIHUV�RI�FDUH��

J��5HWXUQHG�%XVLQHVV�5DWHV�/HY\�6KDUH�IURP�*RYHUQPHQW��7KH�/HY\�LV�DSSOLHG�WR�DXWKRULWLHV�ZLWK�KLJK�JURZWK�UDWHV�
LQFRPH�DQG�SDVVHG�WR�*RYHUQPHQW��7KH�VXUSOXV�OHY\�LQFRPH�ZDV�UHWXUQHG�WR�DXWKRULWLHV�LQ���������DQG���������

K��5HWXUQHG�%XVLQHVV�5DWHV�JURZWK�IURP�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\��*0&$���$�VKDUH�RI�WKH������UDWHV�
UHWHQWLRQ�EHQHILW�LV�SDVVHG�WR�*0&$�HDFK�\HDU�RI�WKH�SLORW��7KLV�UHSUHVHQWV�WKH�UHWXUQ�RI�XQVSHQW�IXQGV�IURP�WKH�SULRU�\HDU��
ZKLFK�DUH�UHWXUQHG�WR�*0�GLVWULFWV��

L��7KH�&RXQFLOV�VKDUH�RI����P�RI�ZDVWH�UHODWHG�UHVHUYHV�KHOG�E\�*0&$�ZKLFK�ZHUH�UHGLVWULEXWHG�WR�FRQWULEXWLQJ�GLVWULFWV

M��7KH�&RXQFLO
V�VKDUH�RI�GLVWULEXWHG�UHVLGXDO�$*0$�UHVHUYHV�DOORFDWHG�WR�DOO�*UHDWHU�0DQFKHVWHU�DXWKRULWLHV�LQ���������

N��7KH�,PSURYHG�%HWWHU�&DUH�)XQG�LV�DOORFDWHG�WR�ORFDO�DXWKRULWLHV�WR�IXQG�VRFLDO�FDUH��)URP������WKH�6SHQGLQJ�5HYLHZ�
PDGH�DYDLODEOH�VRFLDO�FDUH�IXQGV�IRU�ORFDO�JRYHUQPHQW��ULVLQJ�WR�����EQ�E\����������7KH�&RXQFLO
V�DOORFDWLRQ�LQ���������
ZDV��������P

O��7KH�$GXOW�6RFLDO�&DUH�6XSSRUW�*UDQW�FHDVHG�LQ��������

P��7KH�&KLOGUHQ
V�DQG�$GXOWV�6RFLDO�&DUH�*UDQW�ZDV�DQQRXQFHG�LQ�WKH�2FWREHU������EXGJHW�DQG�WRWDOOHG�����P�IRU�
&KLOGUHQ
V�DQG�$GXOWV�6RFLDO�&DUH�ZLWK�WKH�VWDWHG�DLP�RI�UHGXFLQJ�GHPDQG�RQ�WKH�1+6�DQG�LPSURYLQJ�WKH�VRFLDO�FDUH�RIIHU�
IRU�ROGHU�SHRSOH��SHRSOH�ZLWK�GLVDELOLWLHV�DQG�FKLOGUHQ��7KH�&RXQFLO
V�DOORFDWLRQ�ZDV�������P�

Q��&29,'�(PHUJHQF\�)XQGLQJ�RI����EQ�ZDV�SURYLGHG�LQ�0DUFK������WR�VXSSRUW�ORFDO�DXWKRULWLHV�LQ�UHVSRQGLQJ�WR�WKH�
&29,'���SDQGHPLF��7KH�&RXQFLO
V�DOORFDWLRQ�ZDV��������P��([SHQGLWXUH�RI����������ZDV�IXQGHG�IURP�WKLV�JUDQW�LQ�
��������ZLWK�WKH�EDODQFH�WUDQVIHUUHG�WR�DQ�HDUPDUNHG�UHVHUYH�IRU�XVH�LQ���������

R��7KH�&RXQFLO�KDV�UHFHLYHG�LQWHUHVW�IUHH�ORDQV�RI�����P�IURP�WKH�+RPHV�DQG�&RPPXQLWLHV�$JHQF\�UHSD\DEOH�LQ������DQG�
�����P�IURP�6DOL[�UHSD\DEOH�XQWLO�������7KLV�DPRXQW�UHSUHVHQWV�WKH�ZULWH�EDFN�RI�WKH�WRWDO�VDYLQJ�UHFRUGHG�DW�WKH�WLPH�WKH�
LQWHUHVW�IUHH�ORDQ�ZDV�WDNHQ�RXW�

S��7KH�&DSLWDO�*UDQWV�DQG�&RQWULEXWLRQV�LQFOXGH�%DVLF�1HHG�*UDQW��WR�IXQG�DGGLWLRQDO�VFKRRO�SODFHV���'LVDEOHG�)DFLOLWLHV�
*UDQW�IRU�DGDSWDWLRQV�WR�KRPHV��$UWV�&RXQFLO�(QJODQG�JUDQW�IXQGLQJ�IRU�WKH�)DFWRU\�SURMHFW�DQG�FRQWULEXWLRQV�IURP�
GHYHORSHUV�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����5HYHQXH�JUDQWV�FUHGLWHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW

7KH�WDEOH�EHORZ�DQDO\VHV�WKH�UHYHQXH�JUDQWV�FUHGLWHG�WR�1HW�&RVW�RI�6HUYLFHV�LQ�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�
([SHQGLWXUH�6WDWHPHQW

������� �������

����V ����V
'HGLFDWHG�6FKRROV�*UDQW� � ����������������������� � ������������������������
3XSLO�3UHPLXP � ������������������������ � ������������������������� �
+RXVLQJ�DQG�&RXQFLO�7D[�6XSSRUW � ����������������������� � ������������������������ �D� �
3ULYDWH�)LQDQFH�,QLWLDWLYH�*UDQW��+RXVLQJ�5HYHQXH�$FFRXQW� � ������������������������ � �������������������������
/HDUQLQJ�DQG�6NLOOV�&RXQFLO�*UDQWV � ������������������������� � �������������������������
$V\OXP�6HHNHUV�*UDQW � ������������������������� � ��������������������������
8QLYHUVDO�)UHH�6FKRRO�0HDOV�*UDQW � ������������������������� � ��������������������������
6L[WK�)RUP�)XQGLQJ�*UDQW � ������������������������� � ��������������������������� �E�
7URXEOHG�)DPLOLHV�*UDQW � ������������������������� � ��������������������������
,QGHSHQGHQW�/LYLQJ�)XQG� � ������������������������� � ��������������������������
<RXWK�-XVWLFH�%RDUG�*UDQWV � ������������������������� � ��������������������������
+LJKHU�(GXFDWLRQ�)XQGLQJ�&RXQFLO�*UDQW � ������������������������� � ��������������������������
+RPHOHVVQHVV�*UDQW � ������������������������� � �������������������������� �F�
+RPH�2IILFH�*UDQWV���(OHFWLRQV � �������������������������� � ��������������������������
+RPH�2IILFH�*UDQWV���$UHQD�(QTXLU\ � � ��������������������������
3(�DQG�6SRUWV�*UDQW � ������������������������� � ��������������������������
7HDFKHUV�3D\�*UDQW � ������������������������� � �������������������������� �G�
7DON�(QJOLVK�*UDQW � ������������������������� � ��������������������������
$GGLWLRQDO�6FKRRO�*UDQW�LQFO�7HDFKHU�3HQVLRQ�JUDQW�IRU�PDLQWDLQHG�VFKRROV � � �������������������������� �H�
2WKHU�*UDQWV� � ������������������������� � �������������������������� �
7RWDO�UHYHQXH�JUDQWV�FUHGLWHG�WR�WKH�&RPSUHKHQVLYH�
,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW � ����������������������� � ������������������������

�D��+RXVLQJ�DQG�&RXQFLO�7D[�6XSSRUW�KDV�UHGXFHG�LQ�OLQH�ZLWK�UHGXFHG�H[SHQGLWXUH�

�E��7KH�VL[WK�IRUP�IXQGLQJ�JUDQW�KDV�UHGXFHG�GXH�WR�VFKRROV�FRQYHUWLQJ�WR�DFDGHPLHV�

�F��+RPHOHVVQHVV�JUDQWV�KDYH�LQFUHDVHG�GXH�WR�WKH�SURYLVLRQ�RI�QHZ�JUDQWV�VXFK�DV�IOH[LEOH�KRPHOHVV�VXSSRUW�

�G��7KH�WHDFKHUV
�SD\�DZDUG�JUDQW�KDV�LQFUHDVHG�QDWLRQDOO\�IURP�����P�LQ���������WR������P�LQ���������

�H��7KLV�D�QHZ�JUDQW�IRU���������DQG�LV�WR�IXQG�WKH�DGGLWLRQDO�FRVWV�RI�WHDFKHUV�SHQVLRQV�IROORZLQJ�WKH�LQFUHDVH�LQ�WKH�
FRQWULEXWLRQ�UDWH�

1RWH�����0HPEHUV
�$OORZDQFHV

7KH�WRWDO�SD\PHQWV�PDGH�IRU�PHPEHUV
�DOORZDQFHV�DQG�H[SHQVHV�DUH�VKRZQ�LQ�WKH�WDEOH�EHORZ�

������� �������
����V ����V

0HPEHUV
�DOORZDQFHV ����� �����
0HPEHUV
�H[SHQVHV � �
7RWDO ����� �����
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����2IILFHUV
�(PROXPHQWV

(PSOR\HH�5HPXQHUDWLRQ
7KH�$FFRXQWV�DQG�$XGLW�5HJXODWLRQV�UHTXLUH�WKH�GLVFORVXUH�RI�HPSOR\HHV
�UHPXQHUDWLRQ�LQ�H[FHVV�RI���������H[FOXGLQJ�
WKH�UHPXQHUDWLRQ�GHWDLOV�RI�WKH�&RXQFLO
V�VHQLRU�HPSOR\HHV��ZKLFK�DUH�GLVFORVHG�VHSDUDWHO\�

1RQ�VFKRROV�EDVHG�VWDII
7KH�QXPEHU�RI�QRQ�VFKRROV�EDVHG�VWDII�LQ�HDFK�VDODU\�EDQG�RYHU���������VSOLW�EHWZHHQ�WKRVH�VWDII�ZKR�KDYH�QRW�UHFHLYHG�
VHYHUDQFH�RU�RWKHU�UHODWHG�SD\PHQWV�DQG�WKRVH�ZKR�KDYH�LV�VKRZQ�EHORZ�

������� ������� ������� ������� ������� �������
6WDII�:KR�+DYH�
1RW�5HFHLYHG�
6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

6WDII�:KR�+DYH�
5HFHLYHG�

6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

7RWDO 6WDII�:KR�+DYH�
1RW�5HFHLYHG�
6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

6WDII�:KR�+DYH�
5HFHLYHG�

6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

7RWDO

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

��� � ��� ��� � ���

7KH�QXPEHU�RI�VFKRROV�EDVHG�VWDII�LQ�HDFK�VDODU\�EDQG�RYHU���������VSOLW�EHWZHHQ�WKRVH�VWDII�ZKR�KDYH�QRW�UHFHLYHG�
VHYHUDQFH�RU�RWKHU�UHODWHG�SD\PHQWV�DQG�WKRVH�ZKR�KDYH�LV�VKRZQ�EHORZ��

������� ������� ������� ������� ������� �������
6WDII�:KR�+DYH�
1RW�5HFHLYHG�
6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

6WDII�:KR�+DYH�
5HFHLYHG�

6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

7RWDO 6WDII�:KR�+DYH�
1RW�5HFHLYHG�
6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

6WDII�:KR�+DYH�
5HFHLYHG�

6HYHUDQFH�RU�
2WKHU�5HODWHG�
3D\PHQWV

7RWDO

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

��� � ��� ��� � ���
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

6HQLRU�(PSOR\HHV
�5HPXQHUDWLRQ

7KH�IROORZLQJ�&RXQFLO�HPSOR\HHV�DUH�FODVVHG�DV�VHQLRU�HPSOR\HHV�DV�WKH\�UHFHLYHG�D�VDODU\�LQ�H[FHVV�RI�����������GLVFORVHG�E\�QDPH��RU�UHFHLYHG�D�VDODU\�LQ�
H[FHVV�RI���������DQG�DUH�SDUW�RI�WKH�&RXQFLO
V�6WUDWHJLF�0DQDJHPHQW�7HDP�RU�DUH�LQ�D�GHVLJQDWHG�SRVW�WKDW�LV�UHTXLUHG�WR�EH�GLVFORVHG��GLVFORVHG�E\�MRE�WLWOH����������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������

6DODU\��)HHV�RU�
$OORZDQFHV

([SHQVHV�
$OORZDQFH�

(PSOR\HU
V�
&RQWULEXWLRQ�WR�

3HQVLRQ

(PSOR\HU
V�
&RQWULEXWLRQ�WR�
(DUO\�5HWLUHPHQW�

&RVWV

6HYHUDQFH�
3D\PHQWV�

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

&KLHI�([HFXWLYH��-RDQQH�5RQH\� ������� ������� � � ������ ������ � � � �

&LW\�7UHDVXUHU��D� ������� � � � ������ � � � � �

'HSXW\�&KLHI�([HFXWLYH�DQG�&LW\�7UHDVXUHU��&DURO�
&XOOH\��D�

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

,QWHULP�&LW\�6ROLFLWRU��E� ������ � � � ����� � � � � �

&LW\�6ROLFLWRU��E� ������ ������� � � ������ ������ � � � �

6WUDWHJLF�'LUHFWRU��1HLJKERXUKRRGV���F� ����� ������� � � ����� ������ � � � �

6WUDWHJLF�'LUHFWRU�RI�&KLOGUHQ�DQG�(GXFDWLRQ�
6HUYLFHV

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

([HFXWLYH�'LUHFWRU�RI�$GXOW�6RFLDO�6HUYLFHV��G� ������ ������� � � ����� ������ � � � �

'LUHFWRU�RI�(GXFDWLRQ ������� ������� � � ������ ������ � � � �

'LUHFWRU�RI�3RSXODWLRQ�+HDOWK�DQG�:HOOEHLQJ� ������ ������� � � ������ ������ � � � �

6WUDWHJLF�'LUHFWRU��'HYHORSPHQW�� ������� ������� ��� ��� ������ ������ � � � �

'LUHFWRU�RI�,&7��5REHUW�%URZQ��H� ������� � � � ������ � � � � �

�D��7KH�SRVW�RI�'HSXW\�&KLHI�([HFXWLYH��1HLJKERXUKRRGV��ZDV�GLVHVWDEOLVKHG�DQG�FRPELQHG�ZLWK�WKH�&LW\�7UHDVXUHU�SRVW�IURP����)HEUXDU\�������7KH�'HSXW\�
&KLHI�([HFXWLYH��1HLJKERXUKRRGV��OHIW�RQ����)HEUXDU\�������7KH�QHLJKERXUKRRG�UHVSRQVLELOLWLHV�RI�WKH�'HSXW\�&KLHI�([HFXWLYH��1HLJKERXUKRRGV��SRVW�ZHUH�
WUDQVIHUUHG�WR�WKH�6WUDWHJLF�'LUHFWRU�1HLJKERXUKRRGV�
�E��$�&LW\�6ROLFLWRU�ZDV�DSSRLQWHG�RQ�DQ�LQWHULP�EDVLV�RQ����-DQXDU\�������7KH�FXUUHQW�SRVWKROGHU�ZDV�DSSRLQWHG�&LW\�6ROLFLWRU�RQ����-XQH�������
�F��$�QHZ�SRVW�RI�6WUDWHJLF�'LUHFWRU�1HLJKERXUKRRGV�ZDV�FUHDWHG�RQ����)HEUXDU\������
�G��7KH�QHZ�SRVW�KROGHU�ZDV�DSSRLQWHG�LQ�1RYHPEHU������
�H��7KH�IRUPHU�SRVW�KROGHU�OHIW�WKH�&RXQFLO�RQ���0D\�������7KH�FXUUHQW�SRVW�LV�QR�ORQJHU�LQFOXGHG�LQ�WKH�VHQLRU�QRWH�DV�WKH�SRVW�KROGHU�LV�SDLG�OHVV�WKDQ����������
SHU�DQQXP�DQG�LV�QRW�SDUW�RI�WKH�6HQLRU�0DQDJHPHQW�7HDP�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����([LW�3DFNDJHV

7KH�QXPEHU�RI�DJUHHG�H[LW�SDFNDJHV�DQG�WKH�WRWDO�FRVW�RI�WKHVH�ZLWKLQ�HDFK�EDQG�LV�VKRZQ�EHORZ��

7KH�WRWDO�FRVW�ILJXUHV�VKRZQ�LQFOXGH�VHYHUDQFH��HDUO\�UHWLUHPHQW�DQG�DQ\�FRPSHQVDWLRQ�IRU�ORVV�RI�RIILFH�SD\PHQWV�
WKDW�KDYH�EHHQ�DJUHHG�DW�WKH�\HDU�HQG��7KHUH�ZHUH�QR�FRPSXOVRU\�UHGXQGDQFLHV�GXULQJ�WKH�ILQDQFLDO�\HDUV���������
DQG���������

������� ������� ������� �������
1XPEHU�RI�6WDII�

'HSDUWXUHV�$JUHHG��
7RWDO�&RVW�RI�([LW�

3DFNDJHV
1XPEHU�RI�6WDII�

'HSDUWXUHV�$JUHHG��
7RWDO�&RVW�RI�([LW�

3DFNDJHV
����V ����V

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

�� ��� �� ���

7KH�ILJXUHV�LQFOXGH�ERWK�VFKRROV�DQG�QRQ�VFKRROV�VWDII�

1RWH�����$XGLW�)HHV

7KH�IROORZLQJ�DPRXQW�RI�IHHV�KDYH�EHHQ�LQFXUUHG�IRU�ZRUN�FDUULHG�RXW�E\�WKH�H[WHUQDO�DXGLWRUV�

������� �������
����V ����V

)HHV�SD\DEOH�WR�0D]DUV�ZLWK�UHJDUG�WR�H[WHUQDO�DXGLW�VHUYLFHV�FDUULHG�RXW�
E\�WKH�DSSRLQWHG�DXGLWRU

��� ���

��� ���
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����3URSHUW\�3ODQW�DQG�(TXLSPHQW

0RYHPHQWV�RQ�SURSHUW\��SODQW�DQG�HTXLSPHQW�GXULQJ���������ZHUH�DV�IROORZV� �

3URSHUW\��3ODQW�DQG�(TXLSPHQW
&RXQFLO 2WKHU�/DQG 9HKLFOHV��3ODQW� ,QIUDVWUXFWXUH� &RPPXQLW\ $VVHWV 6XUSOXV
'ZHOOLQJV DQG�%XLOGLQJV DQG�(TXLSPHQW $VVHWV $VVHWV 8QGHU $VVHWV
5HVWDWHG &RQVWUXFWLRQ � 7RWDO
����V ����V ����V ����V ����V ����V ����V ����V

0RYHPHQW�LQ��������
*URVV�ERRN�YDOXH�EURXJKW�IRUZDUG ������� ��������� ������� ������� ������ ������ ������� ���������
$FFXPXODWHG�GHSUHFLDWLRQ�DQG�LPSDLUPHQW�EURXJKW�IRUZDUG �������� �������� �������� ��������� ����� � ������� ���������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW���$SULO����� ������� ��������� ������ ������� ������ ������ ������� ���������
$GGLWLRQV ������ ������ ����� ������ ����� ������ ����� �������
5HYDOXDWLRQV�UHFRJQLVHG�LQ�UHYDOXDWLRQ�UHVHUYH ������ ������ ��� � � � ������� ������
'RZQZDUG�5HYDOXDWLRQV�UHFRJQLVHG�LQ�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV ������� ������� � � � � ������� ��������
'HUHFRJQLWLRQ���GLVSRVDOV � �������� � � � � � ��������
7UDQVIHUUHG��WR��KHOG�IRU�VDOH�DVVHWV ������� � � � � � ������� ��������
2WKHU�WUDQVIHUV ������� ������� ����� ����� �� �������� ����� ��������
2WKHU�PRYHPHQWV�LQ�FRVW�RU�YDOXDWLRQ���QHZO\�UHFRJQLVHG�OHDVHG���3),�DVVHWV� ������ � ����� � � � � ������
'HSUHFLDWLRQ �������� �������� ������� �������� � � ����� ��������
,PSDLUPHQWV�FKDUJHG�WR�WKH�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV � ����� ���� � � � � �����
,PSDLUPHQWV�FRYHUHG�E\�WKH�UHYDOXDWLRQ�UHVHUYH �������� ������� � � � � � ��������

1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ������� ��������� ������ ������� ������ ������� ������� ���������

*URVV�ERRN�YDOXH�FDUULHG�IRUZDUG ������� ��������� ������� ������� ������ ������� ������� ���������
$FFXPXODWHG�GHSUHFLDWLRQ�DQG�,PSDLUPHQW�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ����� �������� �������� ��������� ����� � ������� ���������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ������� ��������� ������ ������� ������ ������� ������� ���������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

0RYHPHQWV�RQ�SURSHUW\��SODQW�DQG�HTXLSPHQW�GXULQJ���������ZHUH�DV�IROORZV�
3URSHUW\��3ODQW�DQG�(TXLSPHQW

5HVWDWHG 5HVWDWHG
&RXQFLO 2WKHU�/DQG 9HKLFOHV��3ODQW� ,QIUDVWUXFWXUH� &RPPXQLW\ $VVHWV 6XUSOXV
'ZHOOLQJV DQG�%XLOGLQJV DQG�(TXLSPHQW $VVHWV $VVHWV 8QGHU $VVHWV

&RQVWUXFWLRQ � 7RWDO
����V ����V ����V ����V ����V ����V ����V ����V

0RYHPHQW�LQ��������
*URVV�ERRN�YDOXH�EURXJKW�IRUZDUG ������� ��������� ������� ������� ������ ������ ������� ���������
$FFXPXODWHG�GHSUHFLDWLRQ�DQG�LPSDLUPHQW�EURXJKW�IRUZDUG �������� �������� �������� ��������� ����� � ������� ���������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW���$SULO����� ������� ��������� ������ ������� ������ ������ ������ ���������
$GGLWLRQV ������ ������ ����� ������ ��� ������ ����� �������
5HYDOXDWLRQV�UHFRJQLVHG�LQ�UHYDOXDWLRQ�UHVHUYH ������ ������ �� � � � ����� ������
'RZQZDUG�5HYDOXDWLRQV�UHFRJQLVHG�LQ�WKH�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV �������� �������� � � � � �������� ��������
'HUHFRJQLWLRQ���GLVSRVDOV � �������� ���� � � � � ��������
7UDQVIHUUHG��WR��KHOG�IRU�VDOH�DVVHWV ������� ���� � � � � ������� ��������
2WKHU�WUDQVIHUV ����� �������� ��� ������ ��� �������� ������ ��������

2WKHU�PRYHPHQWV�LQ�FRVW�RU�YDOXDWLRQ���QHZO\�UHFRJQLVHG�OHDVHG���3),�DVVHWV ������ � ��� � � � � ������
'HSUHFLDWLRQ �������� �������� ������� �������� � � ����� ��������
,PSDLUPHQWV�FKDUJHG�WR�WKH�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV ������� ������� ������� � � � ����� �������
,PSDLUPHQWV�FRYHUHG�E\�WKH�UHYDOXDWLRQ�UHVHUYH ������� ������� � � � � � �������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ������� ��������� ������ ������� ������ ������ ������� ���������

*URVV�ERRN�YDOXH�FDUULHG�IRUZDUG ������� ��������� ������� ������� ������ ������ ������� ���������
$FFXPXODWHG�GHSUHFLDWLRQ�DQG�LPSDLUPHQW�FDUULHG�IRUZDUG�DV�DW����0DUFK����� �������� �������� �������� ��������� ����� � ������� ���������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ������� ��������� ������ ������� ������ ������ ������� ���������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����'LVSRVDO�RI�$VVHWV

7KH�QRWH�EHORZ�VKRZV�WKH�YDOXH�RI�DVVHWV�GLVSRVHG�RI�DQG�WKH�JDLQ�DQG�ORVV�RQ�GLVSRVDO�

������� �������
����V ����V

'LVSRVDOV�RI�$VVHWV
+HOG�IRU�6DOH���&RXQFLO�GZHOOLQJV��ULJKW�WR�EX\� ����� �����
+HOG�IRU�6DOH���*HQHUDO�)XQG ����� �����
$FDGHP\�'LVSRVDOV ������ ������
2WKHU�*HQHUDO�)XQG�'LVSRVDOV �� �

�������� ��������

7KH�VFKRROV�WKDW�WUDQVIHUUHG�WR�DFDGHPLHV�LQ���������ZHUH���:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH�DQG�7KH�*UDQJH�6FKRRO

�*DLQV��DQG�/RVVHV�RQ�'LVSRVDO�RI�1RQ�FXUUHQW�$VVHWV

������� �������
����V ����V

+HOG�IRU�6DOH���&RXQFLO�GZHOOLQJV��ULJKW�WR�EX\� ������� �������
+5$�2WKHU ������� �������
+HOG�IRU�6DOH�*HQHUDO�)XQG ����� �����
$FDGHP\�'LVSRVDOV ������ ������
2WKHU�*HQHUDO�)XQG�'LVSRVDOV�DQG�RWKHU�&DSLWDO�5HFHLSWV ������� �������

����� ������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����$FFRXQWLQJ�IRU�/RFDO�*RYHUQPHQW�6FKRROV

7KH�&RXQFLO�KDV�WKH�IROORZLQJ�PDLQWDLQHG�VFKRROV�

&RPPXQLW\� 9ROXQWDU\�
&RQWUROOHG�

9ROXQWDU\�
$LGHG

)RXQGDWLRQ

1XPEHU�RI�VFKRROV��H[FOXGLQJ�3),�VFKRROV �� �� �� �
9DOXH�RI�/DQG�DQG�%XLOGLQJV�DW����0DUFK����� ������������ 1�$ 1�$ �����������
9DOXH�RI�/DQG�DQG�%XLOGLQJV�DW����0DUFK����� ������������ 1�$ 1�$ �����������
1XPEHU�RI�VFKRROV�VXEMHFW��WR�3),�FRQWUDFWV � � � �
9DOXH�RI�/DQG�DQG�%XLOGLQJV�DW����0DUFK����� 1�$ 1�$ 1�$ ��
9DOXH�RI�/DQG�DQG�%XLOGLQJV�DW����0DUFK����� 1�$ 1�$ 1�$ �����������

1RQ�&XUUHQW�DVVHWV
7KH�WUHDWPHQW�RI�ODQG�DQG�EXLOGLQJV�IRU�HDFK�W\SH�RI�VFKRRO�LV�EDVHG�RQ�WKH�OHJDO�IUDPHZRUN�XQGHUO\LQJ�HDFK�W\SH�RI�VFKRRO��7KH�&RXQFLO�FRQWUROV�
WKH�QRQ�FXUUHQW�DVVHWV�RI�FRPPXQLW\�VFKRROV�DQG�IRXQGDWLRQ�VFKRROV�WKDW�DUH�YHVWHG�ZLWK�WKH�JRYHUQLQJ�ERG\�DQG�WKHUHIRUH�WKH�ODQG�DQG�
EXLOGLQJV�RI�WKRVH�VFKRROV�DUH�VKRZQ�RQ�WKH�&RXQFLO
V�EDODQFH�VKHHW��7KH�ODQG�DQG�EXLOGLQJV�RI�YROXQWDU\�DLGHG��YROXQWDU\�FRQWUROOHG�DQG�
IRXQGDWLRQ�VFKRROV�WKDW�DUH�YHVWHG�ZLWK�DQ�H[WHUQDO�WUXVW�DUH�RZQHG�DQG�FRQWUROOHG�E\�WKH�WUXVWHHV�RI�WKH�VFKRROV�RU�WKH�IRXQGDWLRQ�ERG\�DQG�DUH�
WKHUHIRUH�QRW�VKRZQ�RQ�WKH�EDODQFH�VKHHW�RI�WKH�&RXQFLO��

&DSLWDO�H[SHQGLWXUH�RQ�FRPPXQLW\�DQG�IRXQGDWLRQ�VFKRROV�YHVWHG�ZLWK�WKH�JRYHUQLQJ�ERG\�VFKRROV�LV�DGGHG�WR�WKH�EDODQFHV�IRU�WKRVH�VFKRROV�DV�
UHSRUWHG�LQ�SURSHUW\��SODQW�DQG�HTXLSPHQW��QRWH������&DSLWDO�H[SHQGLWXUH�RQ�YROXQWDU\�DLGHG��YROXQWDU\�FRQWUROOHG�DQG�IRXQGDWLRQ�VFKRROV�YHVWHG�
ZLWK�DQ�H[WHUQDO�WUXVW�LV�WUHDWHG�DV�5()&86��5HYHQXH�([SHQGLWXUH�)XQGHG�IURP�&DSLWDO�XQGHU�6WDWXWH��H[SHQGLWXUH�DQG�ZULWWHQ�RII�HDFK�\HDU�WR�
WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�ZLWKLQ�WKH�&KLOGUHQ
V�6HUYLFHV�OLQH�

5HYHQXH�)XQGLQJ

'HGLFDWHG�6FKRROV�*UDQW��'6*��LV�D�ULQJ�IHQFHG�JRYHUQPHQW�JUDQW�XVHG�WR�IXQG�WKH�UXQQLQJ�FRVWV�RI�VFKRROV�DQG�LV�FUHGLWHG�WR�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�ZLWKLQ�JURVV�LQFRPH�RQ�WKH�&KLOGUHQ¶V�6HUYLFHV�OLQH�EDVHG�RQ�DPRXQWV�GXH�IURP�WKH�
'HSDUWPHQW�IRU�(GXFDWLRQ��7KH�UXQQLQJ�FRVWV�RI�DOO�FDWHJRULHV�RI�VFKRROV��DSDUW�IURP�DFDGHPLHV��DUH�VKRZQ�ZLWKLQ�WKH�&RPSUHKHQVLYH�,QFRPH�
DQG�([SHQGLWXUH�6WDWHPHQW�

7KH�'6*�LV�DOORFDWHG�EHWZHHQ�FHQWUDO�FRXQFLO�EXGJHW�DQG�EXGJHWV�DOORFDWHG�WR�LQGLYLGXDO�VFKRROV��GHOHJDWHG�VFKRRO�EXGJHWV���([SHQGLWXUH�IURP�
FHQWUDO�FRXQFLO�EXGJHWV�DQG�GHOHJDWHG�VFKRROV�EXGJHWV�LV�FKDUJHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�XQGHU�WKH�
&KLOGUHQ
V�6HUYLFHV�OLQH�

,QGLYLGXDO�VFKRROV
�EDODQFHV��IRU�DOO�FDWHJRULHV�RI�VFKRROV�DSDUW�IURP�DFDGHPLHV���DUH�LQFOXGHG�LQ�WKH�EDODQFH�VKHHW�RI�WKH�&RXQFLO�ZLWKLQ�XVDEOH�
UHVHUYHV��QRWH�����

,QFOXGHG�ZLWKLQ�WKH�&RXQFLO
V�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�DQG�%DODQFH�6KHHW�DUH�WKH�IROORZLQJ�DPRXQWV�UHODWLQJ�WR�HDFK�
FDWHJRU\�RI�VFKRRO��

&RPPXQLW\ 9ROXQWDU\�
&RQWUROOHG�

9ROXQWDU\�
$LGHG

)RXQGDWLRQ 7RWDO

����V ����V ����V ����V ����V
2SHQLQJ�VFKRROV�UHVHUYHV ������ ����� ����� ����� ������
)XQGLQJ��LQFOXGLQJ�'6* ������� ������ ������� ����� �������
1HW�H[SHQGLWXUH�LQFXUUHG�E\�VFKRROV ��������� �������� ��������� ������� ���������
&ORVLQJ�VFKRROV�UHVHUYHV ����� ����� ����� ��� ������

3),�6FKHPHV

7KH�&RXQFLO�QR�ORQJHU�KDV�VFKRROV�VXEMHFW�WR�3),�FRQWUDFWV��:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH�WUDQVIHUUHG�WR�DFDGHP\�VWDWXV�GXULQJ���������VR�
WKH�EXLOGLQJV�DUH�QR�ORQJHU�VKRZQ�RQ�WKH�&RXQFLO
V�EDODQFH�VKHHW��7KH�UHODWHG�OLDELOLW\�LV�VKRZQ�RQ�WKH�EDODQFH�VKHHW��
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����+HULWDJH�$VVHWV

0RYHPHQWV�RQ�KHULWDJH�DVVHWV�GXULQJ���������ZHUH�DV�IROORZV�

&RVW�RU�YDOXDWLRQ

+HULWDJH�$VVHWV
)LQH�$UW &LYLF 0RQXPHQWV 7RZQ�+DOO 2WKHU
:RUNV 3ODWH 6WDWXHV�DQG 6FXOSWXUHV

)RXQWDLQV 7RWDO
����V ����V ����V ����V ����V ����V

%DODQFH�DW���$SULO����� ������� ����� ��� ����� ����� �������
$GGLWLRQV��'RQDWLRQV � � �� � � ��
5HYDOXDWLRQV ����� � � � � �����
%DODQFH�DW����0DUFK����� ������� ����� ��� ����� ����� �������

0RYHPHQWV�RQ�KHULWDJH�DVVHWV�GXULQJ���������ZHUH�DV�IROORZV�

&RVW�RU�YDOXDWLRQ

+HULWDJH�$VVHWV
)LQH�$UW &LYLF 0RQXPHQWV 7RZQ�+DOO 2WKHU
:RUNV 3ODWH 6WDWXHV�DQG 6FXOSWXUHV

)RXQWDLQV 7RWDO
����V ����V ����V ����V ����V ����V

%DODQFH�DW���$SULO����� ������� ����� ��� ����� ����� �������
$GGLWLRQV��'RQDWLRQV � � �� � � ��
5HYDOXDWLRQV ������� � � � � �������
%DODQFH�DW����0DUFK����� ������� ����� ��� ����� ����� �������

�

D��+HULWDJH�$VVHWV�1DWXUH�DQG�6FDOH�RI�$VVHWV�+HOG

0DQFKHVWHU�&LW\�*DOOHULHV��0DQFKHVWHU�$UW�*DOOHU\�DQG�3ODWW�+DOO��FXUUHQWO\�KROGV�DURXQG��������REMHFWV�LQ�WUXVW�RQ�EHKDOI�RI�WKH�3HRSOH�RI�
0DQFKHVWHU��7KH�FROOHFWLRQ�FRPSULVHV�RI�DSSUR[LPDWHO\��������LWHPV�RI�ILQH�DUW���������LWHPV�RI�GHFRUDWLYH�DUW��DQG��������LWHPV�RI�FRVWXPH�

0DQFKHVWHU�&LW\�*DOOHULHV
�FROOHFWLRQV�DUH�FRYHUHG�E\�WKH�*UHDWHU�0DQFKHVWHU�$FW������ZKHUHE\�ILQDQFLDOO\�PRWLYDWHG�GLVSRVDO�LV�SURKLELWHG�
E\�WKH�$FW�

,Q�DGGLWLRQ�WR�WKH�0&*�FROOHFWLRQV��WKH�/LEUDULHV��,QIRUPDWLRQ�DQG�$UFKLYHV�6HUYLFH�KROGV�D�FROOHFWLRQ�RI�UDUH�ERRNV��UHFRUGV�DQG�DUFKLYHV�WKDW�
KDYH�KHULWDJH�VLJQLILFDQFH�UHODWLQJ�WR�0DQFKHVWHU�EXW�DUH�DOVR�RI�QDWLRQDO�VLJQLILFDQFH��

+HULWDJH�IXUQLWXUH��FLYLF�SODWH�DQG�/RUG�0D\RU
V�UHJDOLD��VFXOSWXUH��SDLQWLQJV�IURP�WKH�7RZQ�+DOO�FROOHFWLRQ���DQG�DOVR�VRPH�SDLQWLQJV�IURP�WKH�
0&*�FROOHFWLRQ��DUH�GLVSOD\HG�LQ�DSSURSULDWH�SXEOLF�VSDFHV��VHOHFWHG�RIILFHV�DQG�PHHWLQJ�URRPV��

)XUWKHU�GHWDLOV�FDQ�EH�IRXQG�LQ�WKH�IROORZLQJ�GRFXPHQWV�

���0DQFKHVWHU�$UW�*DOOHU\�&ROOHFWLRQ�'HYHORSPHQW�3ROLF\�����
ā����5HVRXUFH�DQG�*RYHUQDQFH�2YHUYLHZ�DQG�6FUXWLQ\�&RPPLWWHH����1RYHPEHU������±�+HULWDJH�$VVHWV�5HSRUW�

E��+HULWDJH�$VVHW�0DQDJHPHQW�DQG�3UHVHUYDWLRQ

0DQFKHVWHU�&LW\�*DOOHULHV�&ROOHFWLRQ
7KH�PDQDJHPHQW�DQG�FDUH�RI�WKH�FROOHFWLRQ�LV�RYHUVHHQ�E\�WKH�'HSXW\�'LUHFWRU��LQ�SDUWQHUVKLS�ZLWK�WKH�6HQLRU�&XUDWRU��6HQLRU�5HJLVWUDU�DQG�
6HQLRU�&RQVHUYDWRU����

3XEOLF�DFFHVV�WR�WKH�FROOHFWLRQV�DQG�FROOHFWLRQ�LQIRUPDWLRQ�LV�GHOLYHUHG�LQ�D�YDULHW\�RI�ZD\V�

���*DOOHU\�GLVSOD\V�DQG�WHPSRUDU\�H[KLELWLRQV�DW�0DQFKHVWHU�$UW�*DOOH\�DQG�3ODWW�+DOO�
���(GXFDWLRQ�DQG�RXWUHDFK�DFWLYLWLHV�
���:HE�EDVHG�LQIRUPDWLRQ��LQFOXGLQJ�WKH�JDOOHULHV�ZHEVLWH�ZLWK�VHDUFKDEOH�GDWDEDVH��VRFLDO�QHWZRUNLQJ�VLWHV��DQG�WKH�$UW�8.�ZHEVLWH�
���$FFHVV�LQ�VWRUH�WR�UHVHDUFKHUV�DQG�LQWHUHVWHG�LQGLYLGXDOV�JURXSV�E\�DUUDQJHPHQW�
���/RDQV�RXW�WR�8.�DQG�LQWHUQDWLRQDO�PXVHXPV�DQG�JDOOHULHV��RU�RWKHU�YHQXHV�

7KH�FROOHFWLRQV�DUH�DVVHVVHG�DQG�FRQVHUYHG�LQ�WKH�FRQVHUYDWLRQ�VWXGLRV�DW�4XHHQV�3DUN�E\�KLJKO\�VSHFLDOLVHG��IXOO\�WUDLQHG�FRQVHUYDWRUV��

7KH�FRQGLWLRQ�RI�WKH�DUW�ZRUNV�LV�PDLQWDLQHG�WKRXJK�D�SURJUDPPH�RI�HIIHFWLYH�FROOHFWLRQ�FDUH�WR�UHGXFH�GDPDJH�DQG�GHWHULRUDWLRQ�E\�UHGXFLQJ�
ULVN�IURP�SK\VLFDO�GDPDJH��LQFOXGLQJ�KDQGOLQJ���WKHIW�DQG�YDQGDOLVP��ILUH�DQG�ZDWHU�IORRG��LQDSSURSULDWH�UHODWLYH�KXPLGLW\��OLJKW�DQG�SROOXWDQWV�

)XUWKHU�GHWDLOV�FDQ�EH�IRXQG�LQ�WKH�IROORZLQJ�GRFXPHQWV�

ā��������0DQFKHVWHU�&LW\�*DOOHULHV�&RQVWLWXWLRQ
���������0DQFKHVWHU�$UW�*DOOHU\�6WUDWHJLF�3ODQ����������
ā��������0DQFKHVWHU�&LW\�*DOOHULHV�3URFHGXUHV�0DQXDO�����
ā��������0DQFKHVWHU�&LW\�*DOOHULHV�&ROOHFWLRQV�'HYHORSPHQW�3ROLF\����������$PHQGHG�-XO\������
ā��������0DQFKHVWHU�&LW\�*DOOHULHV�/RDQV�3ROLF\����������
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ā��������0DQFKHVWHU�&LW\�*DOOHULHV�&RQVHUYDWLRQ�DQG�&ROOHFWLRQ�&DUH�3ROLF\�����������
ā��������0DQFKHVWHU�&LW\�*DOOHULHV�+DQGOLQJ�*XLGHOLQHV�����
ā��������0DQFKHVWHU�&LW\�*DOOHULHV�&ROOHFWLRQ�,QIRUPDWLRQ�3ROLF\����������

)LQH�$UW�:RUNV�DQG�&LYLF�3ODWH��/RUG�0D\RUV�5HJDOLD��0RGHO�RI�+06�0DQFKHVWHU��7RZQ�+DOO�6FXOSWXUHV��)XUQLWXUH
0DQDJHPHQW�RI�WKH�FROOHFWLRQ�LV�DVVLVWHG�ZLWK�DGYLFH�IURP�0DQFKHVWHU�&LW\�*DOOHULHV��'DWDEDVH�UHFRUGV�DUH�FXUUHQWO\�KHOG�E\�0&*�RQ�D�.H�
(PX�HOHFWURQLF�FROOHFWLRQ�GDWDEDVH��9LHZLQJ�RI�WKH�LWHPV�LV�YLD�D�FRPELQDWLRQ�RI�ERWK�SXEOLF�GLVSOD\�DQG�SUH�DUUDQJHG�DFFHVV�WR�VWRUDJH�
DUHDV�
,WHPV�LQ�WKH�FROOHFWLRQ�DUH�VWRUHG�DQG�GLVSOD\HG�LQ�D�PDQQHU�ZKLFK�ZLOO�DLG�WKHLU�SUHVHUYDWLRQ���6SHFLDOLVHG�FOHDQLQJ�LV�SHUIRUPHG�DV�DQG�ZKHQ�
QHFHVVDU\�

F��+HULWDJH�$VVHWV�$FFRXQWLQJ�3ROLFLHV��

0DQFKHVWHU�&LW\�*DOOHULHV�&ROOHFWLRQV

6SHFLILHG�LWHPV�DUH�LQFOXGHG�LQ�WKH�EDODQFH�VKHHW�DW�PDUNHW�YDOXDWLRQ�ZKHUH�WKLV�H[FHHGV�����������
,Q�WKH�FDVH�RI�ORVV�RU�GDPDJH�WKH�UHFRYHUDEOH�DPRXQW�PD\�EH�OHVV�WKDQ�WKH�IXOO�PDUNHW�YDOXDWLRQ�DV�ZRUNV�RYHU����������DUH�LQVXUHG�DW�����
RI�PDUNHW�YDOXH�XS�WR�D�WKUHVKROG�FDS�RI������������
1RQ�VSHFLILHG�ZRUNV�DUH�JURXSHG�DQG�KDYH�DQ�LQVXUDQFH�YDOXH�KRZHYHU�WKHVH�LWHPV�DUH�QRW�LQFOXGHG�RQ�WKH�EDODQFH�VKHHW�DV�LQ�PRVW�FDVHV��
RQO\�D�QRPLQDO�YDOXH�FDQ�EH�DWWULEXWHG�WR�D�SDUWLFXODU�LQGLYLGXDO�DVVHW�

2YHU�WKH�FRXUVH�RI�WKH�\HDU�WKH�YDOXDWLRQV�RI�ZRUNV�ZKLFK�DUH�GXH�WR�JR�RXW�RQ�ORDQ�DUH�FKHFNHG�DQG�DPHQGHG�LI�QHFHVVDU\���9DOXDWLRQV�DUH�
DOVR�XSGDWHG�RQ�DQ�LQFLGHQWDO�EDVLV�LI�D�FXUDWRU�EHFRPHV�DZDUH�WKDW�D�SDUWLFXODU�ZRUN�PD\�KDYH�LQFUHDVHG�RU�GHFUHDVHG�LQ�YDOXH�EDVHG�RQ�
FRPSDUDWLYH�ZRUNV�VROG�DW�DXFWLRQ��&KDQJHV�LQ�YDOXH�GXULQJ���������UHVXOWHG�LQ�DQ�LQFUHDVH�LQ�YDOXH�RI���������������������UHGXFWLRQ�RI�
������������

&LYLF�3ODWH���/RUG�0D\RUV�5HJDOLD���0RGHO�RI�+06�0DQFKHVWHU
7KHVH�LWHPV�DUH�LQFOXGHG�LQ�WKH�EDODQFH�VKHHW�DW�LQVXUDQFH�YDOXDWLRQ�

6FXOSWXUHV
7KH�VFXOSWXUHV�DUH�GHHPHG�WR�KDYH�LQGHWHUPLQDWH�OLYHV��KHQFH�WKH�&RXQFLO�GRHV�QRW�FRQVLGHU�LW�DSSURSULDWH�WR�FKDUJH�GHSUHFLDWLRQ�

)XUQLWXUH

7KHVH�LWHPV�DUH�LQFOXGHG�LQ�WKH�EDODQFH�VKHHW�DW�D�QRPLQDO�YDOXH�XQWLO�D�PRUH�GHWDLOHG�DQG�DSSURSULDWH�YDOXDWLRQ�FDQ�EH�REWDLQHG��7KH�
DVVHWV�ZLWKLQ�WKLV�FDWHJRU\�DUH�GHHPHG�WR�KDYH�LQGHWHUPLQDWH�OLYHV��KHQFH�WKH�&RXQFLO�GRHV�QRW�FRQVLGHU�LW�DSSURSULDWH�WR�FKDUJH�
GHSUHFLDWLRQ�

7KH�PDMRULW\��RI�WKH�KHULWDJH�IXUQLWXUH��SDLQWLQJV�DQG�VRFLDO�KLVWRU\�PDWHULDO��LQFOXGLQJ�FLYLF�JLIWV��IURP�WKH�7RZQ�+DOO�KDYH�EHHQ�PRYHG�WR�DQ�
RIIVLWH�VWRUDJH�ORFDWLRQ�GXULQJ�WKH�7RZQ�+DOO�UHVWRUDWLRQ�SURMHFW���$�VHOHFWLRQ�RI�IXUQLWXUH�DQG�WKH�/RUG�0D\RU
V�UHJDOLD�KDV�EHHQ�UHWDLQHG�IRU�
XVH�LQ�WKH�/RUG�0D\RU
V�URRPV�LQ�&HQWUDO�/LEUDU\���7KH�7RZQ�+DOO�VFXOSWXUH�FROOHFWLRQ�KDV�EHHQ�UHORFDWHG�WR�YDULRXV�YHQXHV�ZLWKLQ�WKH�
&RXQFLO
V�(VWDWH��RU�RQ�ORDQ�WR�RWKHU�YHQXHV�LQ�WKH�FLW\�

6WDWXHV�DQG�0RQXPHQWV�LQ�WKH�3XEOLF�5HDOP
7KHVH�LWHPV�DUH�LQFOXGHG�LQ�WKH�EDODQFH�VKHHW�DW�D�QRPLQDO�YDOXH�SOXV�VRPH�UHORFDWLRQ�DQG�HQKDQFHPHQW�FRVWV��
7KH�DVVHWV�ZLOO�EH�LQFOXGHG�DW�WKLV�YDOXH�XQWLO�D�PRUH�GHWDLOHG�DQG�DSSURSULDWH�YDOXDWLRQ�FDQ�EH�REWDLQHG�

7KH�DVVHWV�ZLWKLQ�WKLV�FDWHJRU\�DUH�GHHPHG�WR�KDYH�LQGHWHUPLQDWH�OLYHV��KHQFH�WKH�&RXQFLO�GRHV�QRW�FRQVLGHU�LW�DSSURSULDWH�WR�FKDUJH�
GHSUHFLDWLRQ�

G��+HULWDJH�$VVHWV�FDUULHG�DV�RWKHU�DVVHW�W\SHV

/LVWHG�%XLOGLQJV
0DQFKHVWHU�KDV����OLVWHG�EXLOGLQJV�DQG�UHODWHG�DVVHWV�VXFK�DV�WKH�7RZQ�+DOO��&HQWUDO�/LEUDU\��+HDWRQ�+DOO��EULGJHV�DQG�DUHDV�RI�SDUNV��7KH�
&RXQFLO�DOVR�KDV�FXVWRG\�RI�VFKHGXOHG�DQFLHQW�PRQXPHQWV�LQFOXGLQJ�WKH�&LW\�&HQWUH�+DQJLQJ�%ULGJH�DQG�WKH�PRDWHG�VLWHV�WR�&OD\WRQ�+DOO�
DQG�3HHO�+DOO�LQ�DGGLWLRQ�WR�D�QXPEHU�RI�RWKHU�PRQXPHQWV��VWDWXHV�DQG�IRXQWDLQV�

/LVWHG�EXLOGLQJV��VXFK�DV�WKH�7RZQ�+DOO�FRPSOH[��DUH�DFWLYHO\�XVHG�LQ�WKH�GHOLYHU\�RI�&RXQFLO�VHUYLFHV���,Q�DFFRXQWLQJ�WHUPV�WKH\�KDYH�EHHQ�
FODVVLILHG�DV�RSHUDWLRQDO�DVVHWV�DQG�UHSRUWHG�DQG�YDOXHG�DV�3URSHUW\��3ODQW�DQG�(TXLSPHQW�LQ�WKH�VDPH�ZD\�DV�RWKHU�DVVHWV�RI�WKLV�W\SH�

6WDWXHV���)RXQWDLQV�
6WDWXHV�DQG�)RXQWDLQV�VLWXDWHG�LQ�RSHQ�VSDFHV�DUH�FODVVLILHG�DV�VWUHHW�IXUQLWXUH��$V�QR�LQVXUDQFH�YDOXDWLRQ�LV�DYDLODEOH�DQG�FDQQRW�EH�
REWDLQHG�DW�D�FRVW�ZKLFK�LV�FRPPHQVXUDWH�ZLWK�WKH�EHQHILWV�WR�XVHUV�RI�WKH�ILQDQFLDO�VWDWHPHQWV�WKHVH�DVVHWV�KDYH�QRW�EHHQ�UHFRJQLVHG�LQ�WKH�
EDODQFH�VKHHW�

5DUH�%RRNV��5HFRUGV�DQG�$UFKLYHV
5DUH�ERRNV��UHFRUGV�DQG�DUFKLYHV�WKDW�KDYH�KHULWDJH�VLJQLILFDQFH�UHODWLQJ�WR�0DQFKHVWHU��$V�QR�LQVXUDQFH�RU�PDUNHW�YDOXDWLRQ�LV�DYDLODEOH�
DQG�FDQQRW�EH�REWDLQHG�DW�D�FRVW�ZKLFK�LV�FRPPHQVXUDWH�ZLWK�WKH�EHQHILWV�WR�XVHUV�RI�WKH�ILQDQFLDO�VWDWHPHQWV�WKHVH�DVVHWV�KDYH�QRW�EHHQ�
UHFRJQLVHG�LQ�WKH�EDODQFH�VKHHW��
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1RWH�����9DOXDWLRQ�RI�3URSHUW\��3ODQW�DQG�(TXLSPHQW

7KH�&RXQFLO
V�QRQ�FXUUHQW�DVVHWV�DUH�YDOXHG�RQ�WKH�EDODQFH�VKHHW�LQ�DFFRUGDQFH�ZLWK�WKH�VWDWHPHQW�RI�DVVHW�YDOXDWLRQ�SULQFLSOHV�DQG�
JXLGDQFH�QRWHV�LVVXHG�E\�WKH�5R\DO�,QVWLWXWLRQ�RI�&KDUWHUHG�6XUYH\RUV��5,&6��

��SODQW�DQG�PDFKLQHU\�LV�LQFOXGHG�LQ�WKH�YDOXDWLRQV�RI�EXLOGLQJV�ZKHQ�LW�LV�DQ�LQWHJUDO�SDUW�RI�WKH�EXLOGLQJ

��SURSHUWLHV�FODVVLILHG�DV�RSHUDWLRQDO��H[FOXGLQJ�FRXQFLO�GZHOOLQJV��ZHUH�YDOXHG�RQ�WKH�EDVLV�RI�QHW�UHDOLVDEOH�YDOXH�LQ�H[LVWLQJ�XVH�RU��
ZKHUH�D�PDUNHW�GLG�QRW�H[LVW��RQ�WKH�EDVLV�RI�GHSUHFLDWHG�UHSODFHPHQW�FRVW

��FRXQFLO�GZHOOLQJV�ZHUH�YDOXHG�DW�H[LVWLQJ�XVH�YDOXH���VRFLDO�KRXVLQJ

��FRPPXQLW\�DVVHWV�DQG�LQIUDVWUXFWXUH�KDYH�EHHQ�YDOXHG�DW�KLVWRULF�FRVW�QHW�RI�GHSUHFLDWLRQ

��DVVHWV�XQGHU�FRQVWUXFWLRQ�DUH�KHOG�DW�KLVWRULF�FRVW�XQWLO�EURXJKW�LQWR�XVH�
�

��VXUSOXV�DVVHWV�KDYH�EHHQ�YDOXHG�RQ�WKH�EDVLV�RI�PDUNHW�YDOXH�IRU�WKH�KLJKHVW�RU�EHVW�XVH

'HSUHFLDWLRQ�KDV�EHHQ�FDOFXODWHG�XVLQJ�D�VWUDLJKW�OLQH�PHWKRG��L�H��DSSRUWLRQHG�HTXDOO\�RYHU�HDFK�\HDU�RI�WKH�OLIH�RI�WKH�DVVHW��IRU�DOO�
DVVHWV�XQOHVV�WKDW�GHSUHFLDWLRQ�LV�LPPDWHULDO��7KH�HVWLPDWHG�XVHIXO�OLIH�RI�HDFK�SURSHUW\�LV�GHWHUPLQHG�E\�D�TXDOLILHG�YDOXHU�DQG�XSGDWHG�
DW�HDFK�YDOXDWLRQ��/DQG�DQG�DVVHWV�QRW�\HW�DYDLODEOH�IRU�XVH��DVVHWV�XQGHU�FRQVWUXFWLRQ��DUH�QRW�GHSUHFLDWHG��

7KH�UDQJH�RI�DVVHW�OLYHV�IRU�HDFK�DVVHW�W\SH�DUH�VKRZQ�LQ�WKH�WDEOH�EHORZ�

$VVHW�9DOXDWLRQ�*URXSV 5DQJH
)URP��\HDUV� 7R��\HDUV�

&RXQFLO�'ZHOOLQJV���0DLQ�6WUXFWXUH ��� ���
$GXOW�(GXFDWLRQ�)DFLOLWLHV �� ���
&DU�3DUNV ��� ���
&KLOGUHQ
V�+RPH���)DPLO\�&HQWUHV �� ���
'D\�&HQWUHV���/XQFKHRQ�&OXEV �� ���
*DOOHULHV ��� ���
'HSRWV �� ���
+RXVLQJ�2IILFHV �� ���
/HLVXUH�&HQWUHV���6SRUWV�)DFLOLWLHV �� ���
/LEUDULHV �� ���
0DUNHWV ��� ���
2IILFHV ��� ���
3DUN�%XLOGLQJV �� ���
6FKRROV �� ���
<RXWK�&OXEV���&KLOGUHQ
V�&HQWUHV���1XUVHULHV �� ���
%0;���6NDWH���%LNH�)DFLOLWLHV ��� ���
&HPHWHULHV�DQG�&UHPDWRULD �� ���
9HKLFOHV��3ODQW��)XUQLWXUH�DQG�(TXLSPHQW �� ���
,QIUDVWUXFWXUH�$VVHWV ��� ���
6XUSOXV�$VVHWV �� ���

&RXQFLO�GZHOOLQJV�DUH�YDOXHG�DQQXDOO\��$OO�RWKHU�DVVHWV��ZLWK�WKH�H[FHSWLRQ�RI�WKRVH�YDOXHG�DW�KLVWRULF�FRVW�QHW�RI�GHSUHFLDWLRQ��DUH�
UHYDOXHG�VXIILFLHQWO\�UHJXODUO\�WR�HQVXUH�WKDW�WKHLU�FDUU\LQJ�DPRXQW�LV�QRW�PDWHULDOO\�GLIIHUHQW�IURP�WKHLU�YDOXH�DW�\HDU�HQG��EXW�DV�D�
PLQLPXP�HYHU\�ILYH�\HDUV��9DOXDWLRQV�KDYH�EHHQ�XQGHUWDNHQ�GXULQJ�WKH�\HDU�E\�LQWHUQDO�&RXQFLO�YDOXHUV�DQG�-DFREV��H[WHUQDO�YDOXHUV�
FRPPLVVLRQHG�E\�WKH�&RXQFLO�ZLWK�D�YDOXDWLRQ�GDWH�RI���$SULO�������-DFREV�KDYH�SURYLGHG�LQGH[DWLRQ�IDFWRUV�IRU�WKH�SHUFHQWDJH�LQFUHDVH�
LQ�YDOXH�IURP�WKH�GDWH�RI�WKH�ODVW�YDOXDWLRQ�WR����0DUFK������IRU�HDFK�FDWHJRU\�RI�DVVHW��7KHVH�ZHUH�QRW�PDWHULDO�LQ���������VR�KDYH�QRW�
EHHQ�DSSOLHG�WR�WKH�DVVHW�YDOXHV�

7KH�9DOXHUV�KDYH�GHWHUPLQHG�WKH�DSSURSULDWH�PHWKRG�RI�YDOXDWLRQ�KDYLQJ�UHJDUG�WR�WKH�DVVHWV
�SK\VLFDO�DQG�HFRQRPLF�FKDUDFWHULVWLFV��
$VVHWV�DUH�YDOXHG�XVLQJ�WKH�GHSUHFLDWHG�UHSODFHPHQW�FRVW�DSSURDFK�ZKHUH�WKHUH�LV�QR�DFWLYH�PDUNHW�IRU�WKH�DVVHW�EHLQJ�YDOXHG��WKDW�LV��
ZKHUH�WKHUH�LV�QR�UHOHYDQW�HYLGHQFH�RI�UHFHQW�VDOHV�WUDQVDFWLRQV�GXH�WR�VSHFLDOLVW�QDWXUH�RI�WKH�DVVHW���$VVXPSWLRQV�PDGH�E\�WKH�YDOXHU�
IRU�WKLV�DSSURDFK�UHODWH�WR�WKH�GHSUHFLDWLRQ�UDWH�DSSOLHG�WR�UHIOHFW�WKH�SK\VLFDO�FRQGLWLRQ�DQG�DQ\�HFRQRPLF�RU�IXQFWLRQDO�REVROHVFHQFH�RI�
WKH�DVVHW�LQ�UHVSHFW�RI�LWV�FXUUHQW�XVH��:KHUH�UHFHQW�WUDQVDFWLRQV�FDQ�EH�LGHQWLILHG���WKH�9DOXHU�KDV�DGRSWHG�WKH�H[LVWLQJ�XVH�YDOXH�
PHWKRG��ZKHUH�UHQWDO�YDOXH�LV�FDSLWDOLVHG�DW�D�UDWH�GHWHUPLQHG�E\�WKH�W\SH��TXDOLW\�DQG�ORFDWLRQ�RI�WKH�DVVHW��7KH�DVVXPSWLRQV�PDGH�E\�
WKH�YDOXHU�LQFOXGH�WKH�DSSOLFDWLRQ�RI�DQ�DSSURSULDWH�UHQWDO�YDOXH�DQG�FDSLWDOLVDWLRQ�UDWH��7KLV�LV�EDVHG�RQ�FRPSDUDEOH�HYLGHQFH�RI�PDUNHW�
WUDQVDFWLRQV�RI�VLPLODU�DVVHWV�QHDUE\�

$�ODUJH�SURSRUWLRQ�RI�WKH�&RXQFLO
V�33(�DVVHW�YDOXH�LV�FRPSULVHG�RI�SURSHUWLHV�YDOXHG�XVLQJ�WKH�'HSUHFLDWHG�5HSODFHPHQW�&RVW��'5&��
PHWKRG�RI�YDOXDWLRQ��

,QVSHFWLRQV�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW��33(��ZHUH�FDUULHG�RXW�LQ���������DV�SDUW�RI�WKH�&RXQFLO
V�UHYDOXDWLRQ�SURFHVV��$V�D�UHVXOW�
RI�WKHVH�LQVSHFWLRQV�WKH�&RXQFLO�UHFRJQLVHG�UHYDOXDWLRQV�RI�33(�LQ�WKH�UHYDOXDWLRQ�UHVHUYH�RI�������������UHIOHFWLQJ�WKH�UHYDOXDWLRQ�
PRYHPHQW�VLQFH�WKH�ODVW�UHYDOXDWLRQ�RI�WKHVH�DVVHWV��
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7KH�&RXQFLO�DOVR�SHUIRUPHG�LPSDLUPHQW�UHYLHZV�ZKHUH�WKHUH�ZHUH�LPSDLUPHQW�LQGLFDWRUV��VXFK�DV�D�FKDQJH�LQ�XVH�RU�FDSLWDO�H[SHQGLWXUH�
LQ�H[FHVV�RI����������GXULQJ�WKH�\HDU��'RZQZDUG�YDOXDWLRQV�ZHUH�FKDUJHG�DJDLQVW�WKH�UHYDOXDWLRQ�UHVHUYH�WR�WKH�H[WHQW�WKHUH�ZDV�D�
FUHGLW�EDODQFH�LQ�WKH�UHVHUYH�IRU�WKH�LQGLYLGXDO�DVVHW��$PRXQWV�LQ�H[FHVV�RI�WKH�FUHGLW�EDODQFH�LQ�WKH�UHVHUYH�ZHUH�FKDUJHG�WR�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW��7KLV�KDV�UHVXOWHG�LQ�������������LQ�UHODWLRQ�WR�33(�EHLQJ�FKDUJHG�WR�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�

7KH�IROORZLQJ�WDEOH�OLVWV�WKH�YDOXH�RI�HDFK�W\SH�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�ZLWK�WKH�\HDU�RI�WKHLU�ODVW�YDOXDWLRQ�

6XUSOXV�$VVHWV

)DLU�9DOXH�+LHUDUFK\

'HWDLOV�RI�WKH�&RXQFLO
V�VXUSOXV�SURSHUWLHV�DQG�LQIRUPDWLRQ�DERXW�WKH�IDLU�YDOXH�KLHUDUFK\�DV�DW����0DUFK�LV�DV�IROORZV�

���0DUFK ���0DUFK
���� ����
���� ����

2WKHU�VLJQLILFDQW�LQSXWV /HYHO�� ������ ������
6LJQLILFDQW�XQREVHUYDEOH�LQSXWV /HYHO�� ������� �������

������� ������� �

$OO�VXUSOXV�SURSHUW\�KDV�EHHQ�YDOXHG�LQ�DFFRUGDQFH�ZLWK�,)56���XQGHU�WKH�IDLU�YDOXH�KLHUDUFK\���7KH�IDLU�YDOXH�PHDVXUHPHQW�UHTXLUHV�
WKH�YDOXHU�WR�GHWHUPLQH�

���WKH�KLJKHVW�DQG�EHVW�XVH�RI�WKH�DVVHW�DQG�ZKHWKHU�LW�LV�XVHG�LQ�FRPELQDWLRQ�ZLWK�RWKHU�DVVHWV�RU�RQ�D�VWDQG�DORQH�EDVLV
���ZKDW�LV�OHJDOO\��SK\VLFDOO\�DQG�ILQDQFLDOO\�IHDVLEOH
���WKH�PDUNHW�LQ�ZKLFK�DQ�RUGHUO\�WUDQVDFWLRQ�ZRXOG�WDNH�SODFH�IRU�WKH�DVVHW

���WKH�DSSURSULDWH�YDOXDWLRQ�WHFKQLTXH�WR�XVH�PD[LPLVLQJ�WKH�XVH�RI�UHOHYDQW�REVHUYDEOH�LQSXWV��PDUNHW�GDWD�VXFK�DV�PDUNHW�UHQWV�DQG�
\LHOGV�RU�DFWXDO�LQIRUPDWLRQ�DERXW�WUDQVDFWLRQV�VXFK�DV�OHDVH�GHWDLOV�RU�FRYHQDQW�VWUHQJWK��DQG�PLQLPLVLQJ�REVHUYDEOH�LQSXWV��WKHVH�DUH�
LQSXWV�ZKHUH�PDUNHW�GDWD�LV�QRW�DYDLODEOH�DQG�DUH�GHYHORSHG�XVLQJ�WKH�EHVW�LQIRUPDWLRQ�DYDLODEOH�DERXW�WKH�DVVXPSWLRQV�PDUNHW�
SDUWLFLSDQWV�ZRXOG�XVH�ZKHQ�SULFLQJ�WKH�DVVHW�VXFK�DV�FRPSDUDEOH�ODQG�RU�SURSHUW\�YDOXHV��:KHUH�VXFK�HYLGHQFH�LV�QRW�DYDLODEOH�WKH�
XVH�RI�VDOHV�YDOXHV�DQG�FRVW�RI�GHYHORSPHQW�WR�SURGXFH�D�UHVLGXDO�YDOXH�KDV�EHHQ�XVHG��

7KH�IDLU�YDOXH�RI�VXUSOXV�DVVHWV�KDV�EHHQ�PHDVXUHG�XVLQJ�WKH�PDUNHW�YDOXDWLRQ�WHFKQLTXH�DQG�KDV�WDNHQ�DFFRXQW�RI�WKH�IROORZLQJ�IDFWRUV�
��PDUNHW�HYLGHQFH�RI�FDSLWDO�YDOXHV��ORFDWLRQ��VL]H��OD\RXW��NQRZOHGJH�RI�SODQQLQJ�UHTXLUHPHQWV�DQG�SRWHQWLDO�GHYHORSPHQW�FRVWV���$V�WKH�
IXWXUH�XVH�RI�WKHVH�DVVHWV�LV�\HW�WR�EH�GHWHUPLQHG��WKH�FXUUHQW�XVH�FDQQRW�EH�DVVXPHG�WR�EH�KLJKHVW�DQG�EHVW��KRZHYHU�LQ�HVWLPDWLQJ�WKH�
IDLU�YDOXH�RI�VXUSOXV�SURSHUWLHV��WKH�KLJKHVW�DQG�EHVW�XVH�RI�WKH�SURSHUWLHV�KDV�EHHQ�DGRSWHG�LQ�DFFRUGDQFH�ZLWK�WKH�&RGH��

7KHUH�KDYH�EHHQ�WUDQVIHUV�RI����������EHWZHHQ�OHYHOV�RI�IDLU�YDOXH�KLHUDUFK\�GXULQJ����������7KHVH�LQFOXGHG��ODQG�LQ�+ROW�7RZQ�DQG�
+DOO�0RVV�5RDG

5HFRQFLOLDWLRQ�RI�)DLU�9DOXH�0HDVXUHPHQWV�&DWHJRULVHG�ZLWKLQ�/HYHO���RI�WKH�)DLU�9DOXH�+LHUDUFK\

������� �������
���� ����

%DODQFH�DW���$SULO� ������ �������
7UDQVIHUV�WR�VXUSOXV�DVVHWV ������ �����
7UDQVIHUV�EHWZHHQ�OHYHOV ����� ���
7RWDO��ORVVHV��LQFOXGHG�LQ�GHILFLW��RQ�SURYLVLRQ�RI�VHUYLFHV�UHVXOWLQJ�IURP�
FKDQJHV�LQ�WKH�IDLU�YDOXH �������� �����
7RWDO�JDLQV����ORVVHV��LQFOXGHG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�DQG�
H[SHQGLWXUH ����� �������

������� �������
$GGLWLRQV ����� �����
'HSUHFLDWLRQ ����� �����
%DODQFH�DW����0DUFK� ������� ������� �
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7RWDO�ORVVHV�LQFOXGHG�LQ�GHILFLW�RQ�SURYLVLRQ�RI�VHUYLFHV�UHVXOWLQJ�IURP�FKDQJHV�LQ�WKH�IDLU�YDOXH�DUH�VKRZQ�ZLWKLQ�FRXQFLO�ZLGH�FRVWV�LQ�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�

)DLU�9DOXH�+LHUDUFK\�

/HYHO���/HYHO���LQSXWV�DUH�TXRWHG�SULFHV�LQ�DFWLYH�PDUNHWV�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV�WKDW�WKH�HQWLW\�FDQ�DFFHVV�DW�WKH�EDODQFH�VKHHW�
GDWH��$�TXRWHG�PDUNHW�SULFH�LQ�DQ�DFWLYH�PDUNHW�SURYLGHV�WKH�PRVW�UHOLDEOH�HYLGHQFH�RI�IDLU�YDOXH�

/HYHO����/HYHO���LQSXWV�DUH�LQSXWV�RWKHU�WKDQ�TXRWHG�PDUNHW�SULFHV�LQFOXGHG�ZLWKLQ�/HYHO���WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHW��HLWKHU�
GLUHFWO\�RU�LQGLUHFWO\�
/HYHO���LQSXWV�LQFOXGH�
4XRWHG�SULFHV�IRU�VLPLODU�DVVHWV�RU�OLDELOLWLHV�LQ�DFWLYH�PDUNHWV
4XRWHG�SULFHV�IRU�LGHQWLFDO�RU�VLPLODU�DVVHWV�RU�OLDELOLWLHV�LQ�PDUNHWV�WKDW�DUH�QRW�DFWLYH
,QSXWV�RWKHU�WKDQ�TXRWHG�SULFHV�WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHW�RU�OLDELOLW\��IRU�H[DPSOH�
,QWHUHVW�UDWHV�DQG�\LHOG�FXUYHV

/HYHO���/HYHO���LQSXWV�DUH�XQREVHUYDEOH�LQSXWV�IRU�WKH�DVVHW�RU�OLDELOLW\��8QREVHUYDEOH�LQSXWV�DUH�XVHG�WR�PHDVXUH�IDLU�YDOXH�WR�WKH�H[WHQW�
WKDW�UHOHYDQW�REVHUYDEOH�LQSXWV�DUH�QRW�DYDLODEOH��WKHUHE\�DOORZLQJ�IRU�VLWXDWLRQV�LQ�ZKLFK�WKHUH�LV�OLWWOH��LI�DQ\��PDUNHW�DFWLYLW\�IRU�WKH�DVVHW�
RI�OLDELOLW\��$Q�HQWLW\�GHYHORSV�XQREVHUYDEOH�LQSXWV�XVLQJ�WKH�EHVW�LQIRUPDWLRQ�DYDLODEOH�LQ�WKH�FLUFXPVWDQFHV��ZKLFK�PLJKW�LQFOXGH�WKH�
HQWLW\¶V�RZQ�GDWD��WDNLQJ�LQWR�DFFRXQW�DOO�LQIRUPDWLRQ�DERXW�PDUNHW�SDUWLFLSDQW�DVVXPSWLRQV�WKDW�LV�UHDVRQDEO\�DYDLODEOH�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

�
1RWH�����$VVHWV�+HOG�)RU�6DOH

$VVHWV�DUH�FDWHJRULVHG�DV�KHOG�IRU�VDOH�ZKHQ�DQ�DVVHW�LV�DYDLODEOH�IRU�LPPHGLDWH�VDOH�LQ�LWV�
SUHVHQW�FRQGLWLRQ��WKH�VDOH�LV�KLJKO\�SUREDEOH��LW�LV�EHLQJ�DFWLYHO\�PDUNHWHG��LI�DSSOLFDEOH��DQG�WKH�
VDOH�LV�H[SHFWHG�WR�EH�ZLWKLQ�RQH�\HDU�RI�FODVVLILFDWLRQ�DV�KHOG�IRU�VDOH�

0RYHPHQWV�RQ�DVVHWV�KHOG�IRU�VDOH�GXULQJ�WKH�\HDU�ZHUH�DV�IROORZV�

$VVHWV�+HOG�
)RU�6DOH
����V

1HW�ERRN�YDOXH�EURXJKW�IRUZDUG ������
0RYHPHQW�LQ��������
5HFODVVLILFDWLRQV ������
$GGLWLRQV ���
'LVSRVDOV ��������
5HYDOXDWLRQV ���
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ������
0RYHPHQW�LQ��������
5HFODVVLILFDWLRQV ������
'LVSRVDOV ��������
5HYDOXDWLRQV ���
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� �����

�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����$VVHWV�5HFRJQLVHG�8QGHU�3),�DQG�6LPLODU�$UUDQJHPHQWV

0RYHPHQWV�RQ�3),�DQG�VLPLODU�DUUDQJHPHQWV�DVVHWV�DQG�OLDELOLWLHV�GXULQJ�WKH�\HDU�ZHUH�DV�IROORZV�

(QHUJ\�
6HUYLFHV

7HPSOH�
3ULPDU\�6FKRRO

3O\PRXWK�
*URYH�+RXVLQJ

0LOHV�3ODWWLQJ�
+RXVLQJ

5HVWDWHG�
%UXQVZLFN�
+RXVLQJ 3XEOLF�/LJKWLQJ

:ULJKW�
5RELQVRQ�

6SRUWV�&ROOHJH

5HIXVH�
9HKLFOHV�
6HUYLFH�

&RQFHVVLRQ
5HVWDWHG������������������������������

7RWDO
����V ����V ����V ����V ����V ����V ����V ����V ����V

1HW�ERRN�YDOXH�EURXJKW�IRUZDUG �� ����� ������ ������ ������ ������ ������ ����� �������
0RYHPHQW�LQ��������
([SHQGLWXUH � � ��� � �� ������ � � ������
1HZO\�UHFRJQLVHG�DVVHWV � � � � ������ � � ��� ������
'LVSRVDOV � ������� � � � � � � �������
5HFODVVLILFDWLRQV � � ����� ������� ����� � � � �������
'HSUHFLDWLRQ ��� ���� ����� ������� ������� ������� ����� ����� �������
5HYDOXDWLRQV � � ����� ����� �������� � ����� � �������
,PSDLUPHQWV � � ���� � ���� � � � �����
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� �� � ������ ������ ������ ������ ������ ����� �������

0RYHPHQW�LQ��������
([SHQGLWXUH � � ��� � � ����� � � �����
1HZO\�UHFRJQLVHG�DVVHWV � � � � ������ � � ����� ������
'LVSRVDOV � � � � � � �������� � ��������
5HFODVVLILFDWLRQV � � ����� ����� ����� � � � �������
'HSUHFLDWLRQ ��� � ����� ������� ������� ������� ����� ����� �������
5HYDOXDWLRQV � � ����� ����� ����� � � � ������
,PSDLUPHQWV � � ���� � � � � � ����
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� �� � ������ ������ ������ ������ � ����� �������

7HPSOH�3ULPDU\�6FKRRO�WUDQVIHUUHG�WR�$FDGHP\�VWDWXV�GXULQJ����������:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH�WUDQVIHUUHG�WR�$FDGHP\�VWDWXV�GXULQJ���������

(QHUJ\�
6HUYLFHV

7HPSOH�
3ULPDU\�6FKRRO

3O\PRXWK�
*URYH�+RXVLQJ

0LOHV�3ODWWLQJ�
+RXVLQJ

%UXQVZLFN�
+RXVLQJ 3XEOLF�/LJKWLQJ

:ULJKW�
5RELQVRQ�

6SRUWV�&ROOHJH

5HIXVH�
9HKLFOHV�
6HUYLFH�

&RQFHVVLRQ 7RWDO
����V ����V ����V ����V ����V ����V ����V ����V ����V

'HIHUUHG�OLDELOLW\�EURXJKW�IRUZDUG ��� ����� ������ ������ ������ ������ ������ ����� �������
0RYHPHQW�LQ��������
$GGLWLRQDO�OLDELOLW\ � � � � ������ � � ��� ������
:ULWH�GRZQ�RI�OLDELOLW\ ����� ����� ����� ������� ������� ������� ������� ����� ��������
'HIHUUHG�OLDELOLW\�FDUULHG�IRUZDUG�DV�DW����0DUFK����� ��� ����� ������ ������ ������ ������ ������ ����� �������
0RYHPHQW�LQ��������
$GGLWLRQDO�OLDELOLW\ � � � � ������ � � ����� ������
:ULWH�GRZQ�RI�OLDELOLW\ ����� ����� ����� ������� ������� ������� ������� ����� ��������
'HIHUUHG�OLDELOLW\�FDUULHG�IRUZDUG�DV�DW����0DUFK����� � ����� ������ ������ ������ ������ ������ ����� �������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����$VVHWV�+HOG�DV�/HVVHH

2SHUDWLQJ�/HDVHV

7KH�&RXQFLO�KDV�REWDLQHG�WKH�ULJKW�WR�XVH�SULQWHUV�DQG�PXOWL�IXQFWLRQDO�GHYLFHV�E\�HQWHULQJ�LQWR�RSHUDWLQJ�OHDVHV�
7KH�&RXQFLO�KDV�HQWHUHG�LQWR�D�QXPEHU�RI�OHDVHV�UHODWLQJ�WR�RIILFHV�DQG�ODQG��7KH�OHDVHV�YDU\�LQ�OHQJWK�IURP�VKRUW�WHUP�
OHDVHV�WR�WKRVH�ZLWK�WHUPV�RYHU�����\HDUV�

7KH�IXWXUH�PLQLPXP�OHDVH�SD\PHQWV�GXH�XQGHU�QRQ�FDQFHOODEOH�OHDVHV�LQ�IXWXUH�\HDUV�DUH�

�
���0DUFK����� ���0DUFK�����

����V ����V
1RW�ODWHU�WKDQ�RQH�\HDU ����� �����
/DWHU�WKDQ�RQH�\HDU�DQG�QRW�ODWHU�WKDQ�ILYH�\HDUV ������ ������
/DWHU�WKDQ�ILYH�\HDUV ������ ������

������ ������

/HDVH�SD\PHQWV�PDGH�

�
������� �������
����V ����V

0LQLPXP�OHDVH�SD\PHQWV ����� �����
� ����� �����

7KH�H[SHQGLWXUH�FKDUJHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�GXULQJ�WKH�\HDU�LQ�UHODWLRQ�WR�WKHVH�
OHDVHV�ZDV�

�
������� �������
����V ����V

&RUSRUDWH�&RUH ��� ���
*URZWK�DQG�'HYHORSPHQW ����� �����
7RWDO�PLQLPXP�OHDVH�SD\PHQWV ����� �����

)LQDQFH�/HDVHV

)LQDQFH�OHDVHV�FODVVLILHG�DV�YHKLFOHV��SODQW��IXUQLWXUH�DQG�HTXLSPHQW�KDYH�D�JURVV�FDUU\LQJ�DPRXQW�RI�JURVV�DVVHW�FRVW�OHVV�
WKH�OHVVRU
V�GLVFORVHG�UHVLGXDO�YDOXH��'HSUHFLDWLRQ�LV�FKDUJHG�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�OLIH�RI�WKH�OHDVH�

/DQG�DQG�EXLOGLQJ
9HKLFOHV��SODQW�
DQG�HTXLSPHQW �����7RWDO

����V ����V ����V
1HW�ERRN�YDOXH�EURXJKW�IRUZDUG � �� ��
0RYHPHQW�LQ��������
7UDQVIHUV�RI�$VVHWV�XSRQ�([SLU\�RI�/HDVH���*URVV�$VVHW�&RVW � ����� �����
7UDQVIHUV�RI�$VVHWV�XSRQ�([SLU\�RI�/HDVH����$FFXPXODWHG�
'HSUHFLDWLRQ � ��� ���
'LVSRVDOV���*URVV�$VVHW � � �
'LVSRVDOV���$FFXPXODWHG�'HSUHFLDWLRQ � � �
'HSUHFLDWLRQ � ���� ����
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� � � �
*URVV�%RRN�9DOXH�DV�DW����0DUFK����� � �� ��
$FFXPXODWHG�'HSUHFLDWLRQ�DV�DW����0DUFK����� � ���� ����
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� � � �

7KHUH�DUH�QR�RXWVWDQGLQJ�FRPPLWPHQWV�WR�HQWHU�LQWR�IXUWKHU�ILQDQFH�OHDVH�DJUHHPHQWV�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����$VVHWV�+HOG�DV�/HVVRU

2SHUDWLQJ�/HDVHV
7KH�&RXQFLO�KDV�OHDVHG�RXW�D�QXPEHU�RI�RIILFHV��LQGXVWULDO�SUHPLVHV�DQG�ODQG�WR�YDULRXV�RUJDQLVDWLRQV�IRU�ERWK�FRPPXQLW\�
XVH�DQG�HFRQRPLF�GHYHORSPHQW�SXUSRVHV��7KH�OHDVHV�YDU\�LQ�OHQJWK�DQG�DUH�DOO�FODVVHG�DV�RSHUDWLQJ�OHDVHV�

7KH�IXWXUH�PLQLPXP�OHDVH�SD\PHQWV�UHFHLYDEOH�XQGHU�QRQ�FDQFHOODEOH�OHDVHV�LQ�IXWXUH�\HDUV�DUH�

5HVWDWHG
���0DUFK����� ���0DUFK�����

����V ����V
1RW�ODWHU�WKDQ�RQH�\HDU ������ ������
/DWHU�WKDQ�RQH�\HDU�DQG�QRW�ODWHU�WKDQ�ILYH�\HDUV ������ ������
/DWHU�WKDQ�ILYH�\HDUV ������� �������
7RWDO�PLQLPXP�OHDVH�SD\PHQWV ��������� �������

7KH���������ILJXUHV�LQ�WKH�WDEOH�DERYH�KDYH�EHHQ�DPHQGHG�WR�UHPRYH�LQFRPH�UHFHLYHG�E\�WKH�&RXQFLO��IRU�WKH�OHDVH�RI�
ODQG�DW�0DQFKHVWHU�$LUSRUW��WKDW�LV�WUDQVIHUUHG�WR�WKH�RWKHU���DXWKRULWLHV�LQ�*UHDWHU�0DQFKHVWHU�DV�WKHLU�VKDUH�

7KLV�UHGXFWLRQ�LV�������P�IRU�QRW�ODWHU�WKDQ�RQH�\HDU���������P�IRU�ODWHU�WKDQ�RQH�\HDU�DQG�QRW�ODWHU�WKDQ�ILYH�\HDUV�SOXV�
�������P�IRU�ODWHU�WKDQ�ILYH�\HDUV�

7KH�PLQLPXP�OHDVH�SD\PHQWV�GR�QRW�LQFOXGH�UHQWV�WKDW�DUH�FRQWLQJHQW�RQ�HYHQWV�WDNLQJ�SODFH�DIWHU�WKH�OHDVH�KDV�EHHQ�
HQWHUHG�LQWR��VXFK�DV�DGMXVWPHQWV�IROORZLQJ�UHQW�UHYLHZV�

1RWH�����,QYHVWPHQW�3URSHUWLHV

7KH�YDOXH�RI�LQFRPH�JHQHUDWLQJ�LQYHVWPHQW�SURSHUWLHV�FODVVHG�DV�RSHUDWLQJ�OHDVHV�LV����������������������������LQ�
����������7KH�EDODQFH�RI�LQYHVWPHQW�SURSHUWLHV�DUH�KHOG�IRU�FDSLWDO�DSSUHFLDWLRQ�SXUSRVHV�

7KHVH�DVVHWV�DUH�FODVVHG�DV�LQYHVWPHQW�SURSHUWLHV�EHFDXVH�WKH\�DUH�KHOG�WR�VROHO\�HDUQ�UHQWDOV�GXULQJ�WKH�\HDU�DQG�DUH�QRW�
XVHG�E\�WKH�&RXQFLO�LQ�GHOLYHULQJ�LWV�VHUYLFHV��$V�WKHVH�DVVHWV�DUH�FODVVHG�DV�LQYHVWPHQW�SURSHUWLHV�QR�GHSUHFLDWLRQ�FKDUJH�
KDV�EHHQ�PDGH�LQ���������RU���������

������� �������
����V ����V

5HQWDO�LQFRPH�IURP�LQYHVWPHQW�SURSHUW\ �������� ��������
'LUHFW�RSHUDWLQJ�H[SHQVHV�DULVLQJ�IURP�LQYHVWPHQW�SURSHUW\ ����� �����
1HW�JDLQ �������� ��������

7KH�IROORZLQJ�WDEOH�VXPPDULVHV�WKH�PRYHPHQW�LQ�WKH�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUWLHV�

,QYHVWPHQW�
3URSHUWLHV
����V

1HW�ERRN�YDOXH�EURXJKW�IRUZDUG�DV�DW���$SULO����� �������
0RYHPHQW�LQ��������

([SHQGLWXUH �����
5HFODVVLILFDWLRQV ������
0RYHPHQW�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\ ��������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� �������
0RYHPHQW�LQ�������� �
([SHQGLWXUH �����
5HFODVVLILFDWLRQV ������
0RYHPHQW�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\ ������
1HW�ERRN�YDOXH�FDUULHG�IRUZDUG�DV�DW����0DUFK����� �������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

)DLU�9DOXH�+LHUDUFK\
�

$OO�SURSHUWLHV�ZLWKLQ�WKH�&RXQFLO
V�LQYHVWPHQW�SRUWIROLR�KDYH�EHHQ�YDOXH�DVVHVVHG�DV�/HYHO���RQ�WKH�IDLU�YDOXH�KLHUDUFK\�IRU�
YDOXDWLRQ�SXUSRVHV��DFFRXQWLQJ�SROLF\��������SURYLGHV�DQ�H[SODQDWLRQ�RI�WKH�IDLU�YDOXH�OHYHOV��

9DOXDWLRQ�7HFKQLTXHV�8VHG�WR�'HWHUPLQH�/HYHO���)DLU�9DOXHV�IRU�,QYHVWPHQW�3URSHUWLHV

7KH�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\�KDV�EHHQ�PHDVXUHG�XVLQJ�D�PDUNHW�DSSURDFK��ZKLFK�WDNHV�LQWR�DFFRXQW�TXRWHG�
PDUNHW�SULFHV�IRU�VLPLODU�DVVHWV�LQ�DFWLYH�PDUNHWV��H[LVWLQJ�OHDVH�WHUPV�DQG�UHQWDOV��UHVHDUFK�LQWR�PDUNHW�HYLGHQFH�LQFOXGLQJ�
PDUNHW�UHQWDOV�DQG�\LHOGV��FRYHQDQW�VWUHQJWK�IRU�H[LVWLQJ�WHQDQWV�DQG�GDWD�DQG�PDUNHW�NQRZOHGJH�JDLQHG�LQ�PDQDJLQJ�WKH�
&RXQFLO
V�LQYHVWPHQW�DVVHW�SRUWIROLR��0DUNHW�FRQGLWLRQV�DUH�VXFK�WKDW�VLPLODU�SURSHUWLHV�DUH�DFWLYHO\�SXUFKDVHG�DQG�VROG�DQG�
WKH�OHYHO�RI�REVHUYDEOH�LQSXWV�DUH�VLJQLILFDQW��OHDGLQJ�WR�WKH�SURSHUWLHV�EHLQJ�FDWHJRULVHG�DV�OHYHO���RQ�WKH�IDLU�YDOXH�
KLHUDUFK\�

7KHUH�KDV�EHHQ�QR�FKDQJH�LQ�WKH�YDOXDWLRQ�WHFKQLTXHV�XVHG�GXULQJ�WKH�\HDU�IRU�LQYHVWPHQW�SURSHUWLHV�

+LJKHVW�DQG�%HVW�8VH

,Q�HVWLPDWLQJ�WKH�IDLU�YDOXH�RI�WKH�&RXQFLO
V�LQYHVWPHQW�SURSHUWLHV��WKH�KLJKHVW�DQG�EHVW�XVH�LV�WKHLU�FXUUHQW�XVH�

9DOXHUV

7KH�LQYHVWPHQW�SURSHUWLHV�ZHUH�YDOXHG�LQ�DFFRUGDQFH�ZLWK�WKH�PHWKRGRORJLHV�DQG�EDVHV�IRU�HVWLPDWLRQ�VHW�RXW�LQ�WKH�
SURIHVVLRQDO�VWDQGDUGV�RI�WKH�5R\DO�,QVWLWXWLRQ�RI�&KDUWHUHG�6XUYH\RUV��5,&6��E\�-DFREV��H[WHUQDO�YDOXHUV�HPSOR\HG�E\�WKH�
&RXQFLO�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����&DSLWDO�([SHQGLWXUH�DQG�&DSLWDO�)LQDQFLQJ

������� �������
����V ����V

2SHQLQJ�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW ��������� ���������

([SHQGLWXUH
3URSHUW\��SODQW�DQG�HTXLSPHQW ������� �������
,QYHVWPHQW�SURSHUWLHV ����� �����
$VVHWV�KHOG�IRU�VDOH ��� �
+HULWDJH�DVVHWV� �� ��
5HYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH ������ ������
���,QWDQJLEOH�DVVHWV ��� ��
/RQJ�WHUP�GHEWRUV ������� ������
,QYHVWPHQW�LQ�VKDUH�FDSLWDO� ����� �����

������� �������

$VVHWV�DFTXLUHG�XQGHU�ILQDQFH�OHDVH���3),�DUUDQJHPHQWV� ������ ������
1RYDWLRQ�RI�ORQJ�WHUP�GHEWRUV � ���������

)XQGLQJ�5HVRXUFHV
5HYHQXH�FRQWULEXWLRQV ������� ��������
&DSLWDO�5HFHLSWV �������� ��������
0DMRU�5HSDLUV�5HVHUYH �������� ��������
*RYHUQPHQW�JUDQWV �������� ��������
([WHUQDO�FRQWULEXWLRQV �������� ��������
0LQLPXP�5HYHQXH�3URYLVLRQ �������� ��������

��������� ���������

&ORVLQJ�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW ��������� ���������

+5$ ������� �������
1RQ�+5$ ��������� ���������
&ORVLQJ�&DSLWDO�)LQDQFLQJ�5HTXLUHPHQW ��������� ���������
([SODQDWLRQ�RI�0RYHPHQW�LQ�<HDU
0LQLPXP�5HYHQXH�3URYLVLRQ �������� ��������
,QFUHDVH�LQ�XQGHUO\LQJ�QHHG�WR�ERUURZ ������� �������
$VVHWV�DFTXLUHG�XQGHU�ILQDQFH�OHDVH���3),�DUUDQJHPHQWV ������ ������
1RYDWLRQ�RI�ORQJ�WHUP�GHEWRUV � ���������

������� ��������

7KH�QRYDWLRQ�RI�ORQJ�WHUP�GHEWRUV�UHODWHV�WR�WKH�WUDQVIHU�WR�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�
�*0&$��RI�LQYHVWPHQWV�PDGH�XVLQJ�+RXVLQJ�,QYHVWPHQW�)XQG�DQG�&LW\�'HDO�5HFHLSWV�IXQGLQJ��IROORZLQJ�
WKH�QRYDWLRQ�RI�WKH�DVVRFLDWHG�GHEW�WR�WKH�*0&$��:LWK�ERWK�WKH�GHEW�DQG�WKH�DVVRFLDWHG�LQYHVWPHQWV�
EHLQJ�QRYDWHG��WKH�&)5�UHTXLUHV�DQ�DGMXVWPHQW�WR�UHIOHFW�WKLV�

�/HJLVODWLRQ�DOORZV�VRPH�H[SHQGLWXUH�WR�EH�FODVVHG�DV�FDSLWDO�H[SHQGLWXUH�HYHQ�WKRXJK�LW�GRHV�QRW�
UHVXOW�LQ�WKH�UHFRJQLWLRQ�RI�D�QRQ�FXUUHQW�DVVHW�RQ�WKH�&RXQFLO
V�EDODQFH�VKHHW��L�H��JUDQWV�DQG�
H[SHQGLWXUH�RQ�SURSHUW\�QRW�RZQHG�E\�WKH�&RXQFLO���7KLV�HQDEOHV�WKH�H[SHQGLWXUH�WR�EH�IXQGHG�E\�
FDSLWDO�UHVRXUFHV��UDWKHU�WKDQ�FKDUJLQJ�WKH�*HQHUDO�)XQG�DQG�LPSDFWLQJ�XSRQ�WKH�\HDU
V�FRXQFLO�WD[�

)XUWKHU�DQDO\VLV�RI�WKH�FDSLWDO�H[SHQGLWXUH�LQFXUUHG�LV�VKRZQ�LQ�WKH�QDUUDWLYH�UHSRUW�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����&RQWUDFWHG�&DSLWDO�&RPPLWPHQWV

0DQ\�FDSLWDO�VFKHPHV�WDNH�WZR�RU�PRUH�\HDUV�WR�FRPSOHWH���$W�WKH�%DODQFH�6KHHW�GDWH�WKH�PDLQ�
HVWLPDWHG�FRQWUDFWXDO�FRPPLWPHQWV�UHODWLQJ�WR�RQJRLQJ�VFKHPHV�IRU�WKH�HQKDQFHPHQW�RI�DVVHWV�ZHUH�DV�
IROORZV�

���0DUFK ���0DUFK
���� ����
�����V ����V

+RXVLQJ� ����� ������
(GXFDWLRQ � ���
,QGRRU�/HLVXUH ����� ���
7KH�)DFWRU\ ������� ������
2XU�7RZQ�+DOO ������ ������
6WUHHW�/LJKWLQJ ����� �����
$OH[DQGUD�+RXVH ��� �����
+LJKZD\V�,QYHVWPHQW�3URJUDPPH ����� �����
*RUWRQ�+HDOWK�+XE ��� ���
1HZ�,VOLQJWRQ�0DULQD ����� �
&DUERQ�5HGXFWLRQ�3URJUDPPH � �����
&LYLF�4XDUWHU�+HDW�1HWZRUN ������ �����

������� �������

7KHUH�DUH�QR�FRQWUDFWHG�FDSLWDO�FRPPLWPHQWV�UHODWHG�WR�WKH�DFTXLVLWLRQ�RI�SURSHUW\��SODQW�DQG�
HTXLSPHQW�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����,QYHVWPHQWV

7KH�&RXQFLO�KDV�WKH�IROORZLQJ�ORQJ�WHUP�LQYHVWPHQWV�

���0DUFK ���0DUFK
���� ����
����V ����V

,QYHVWPHQWV�LQ�RUJDQLVDWLRQV�LQFOXGHG�LQ�WKH�JURXS�VWDWHPHQWV

���0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�6KDUH�&DSLWDO ������� �������

���0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG��&�6KDUHV � �����

'HVWLQDWLRQ�0DQFKHVWHU�/WG�6KDUH�&DSLWDO ������ ������

2WKHU�ORQJ�WHUP�LQYHVWPHQWV
,QYHVWPHQWV�LQ�VXEVLGLDULHV�QRW�LQFOXGHG�LQ�WKH�JURXS�VWDWHPHQWV

0DQFKHVWHU�0RUWJDJH�&RUSRUDWLRQ�3OF�6KDUH�&DSLWDO ��� ���

,QYHVWPHQWV�LQ�DVVRFLDWHV�DQG�MRLQW�YHQWXUHV�QRW�LQFOXGHG�LQ�WKH�JURXS�
VWDWHPHQWV

1DWLRQDO�&DU�3DUNV��0DQFKHVWHU��/WG�6KDUH�&DSLWDO ����� �����

(DVWODQGV�'HYHORSPHQW�&RPSDQ\�/LPLWHG ����� �����

0DWUL[�+RPHV�/WG ����� �����

0D\ILHOG�'HYHORSPHQWV ����� �����
������� �������

2WKHU�ORQJ�WHUP�LQYHVWPHQWV ������ ������

7RWDO�RWKHU�ORQJ�WHUP�LQYHVWPHQWV ������ ������

7RWDO�/RQJ�7HUP�,QYHVWPHQWV ������� �������

7KH�LQYHVWPHQWV�LQ�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�DQG�'HVWLQDWLRQ�0DQFKHVWHU�/WG�DUH�VKRZQ�DW�FRVW�

$OO�RWKHU�LQYHVWPHQWV�DUH�KHOG�DW�IDLU�YDOXH��HLWKHU�DW�TXRWHG�SULFH�RU�EDVHG�RQ�WKH�&RXQFLO
V�VKDUH�RI�UHVHUYHV�RI�WKH�FRPSDQ\�

$W����0DUFK������WKH�&RXQFLO�KDG�VKRUW�WHUP�LQYHVWPHQWV�RI��������P�ZLWK�%DQN�RI�6FRWODQG��������P���+6%&��������P���1DW�:HVW�
�������P��DQG�5RWKHUKDP�0HWURSROLWDQ�%RURXJK�&RXQFLO���������P������0DUFK������������P�ZLWK�%DQN�RI�6FRWODQG��������P���+6%&�
�������P��DQG�1DW�:HVW��������P����7KHVH�DUH�FODVVHG�DV�VKRUW�WHUP�LQYHVWPHQWV�DV�WKH\�KDYH�EHHQ�LQYHVWHG�IRU�D�SHULRG�JUHDWHU�WKDQ�
WKUHH�PRQWKV�EXW�OHVV�WKDQ�WZHOYH�PRQWKV�

7KH�WDEOH�EHORZ�VKRZV�VXPPDULVHG�ILQDQFLDO�LQIRUPDWLRQ�IRU�WKH�&RXQFLO
V�MRLQW�YHQWXUH�IRU���������DQG����������7KHVH�ILJXUHV�VKRZ�WKH�
&RXQFLO
V�VKDUH�RI�WKH�MRLQW�YHQWXUH
V�UHVXOWV�

&RXQFLO
V�VKDUH�RI�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG ������� �������
����V ����V

7RWDO�FXUUHQW�DVVHWV�DV�DW����0DUFK ������ �������
7RWDO�ORQJ�WHUP�DVVHWV�DV�DW����0DUFK ��������� ���������
7RWDO�FXUUHQW�OLDELOLWLHV�DV�DW����0DUFK ������� �������
7RWDO�ORQJ�WHUP�OLDELOLWLHV�DW����0DUFK ������� ���������
7RWDO�LQFRPH� ������� �������
7RWDO�H[SHQGLWXUH ������� �������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����'HEWRUV�DQG�3D\PHQWV�LQ�$GYDQFH

$V�WKH�EDODQFH�VKHHW�GDWH�UHSUHVHQWV�WKH�SRVLWLRQ�DW�WKH�HQG�RI�WKH�ILQDQFLDO�\HDU��WKHUH�DUH�PRQLHV�RZHG�WR�WKH�&RXQFLO�DW�WKDW�GDWH�ZKLFK�
DUH�\HW�WR�EH�UHFHLYHG�LQ�FDVK��7KH�IROORZLQJ�DQDO\VLV�VKRZV�WKH�DPRXQWV�RZHG�WR�WKH�&RXQFLO�ZKLFK�KDG�QRW�EHHQ�UHFHLYHG�DW����0DUFK�

7KH�&RXQFLO�DOVR�PDNHV�SURYLVLRQ�IRU�RXWVWDQGLQJ�PRQLHV�ZKLFK�LW�LV�DQWLFLSDWHG�ZLOO�QRW�EH�UHFRYHUHG��7KHVH�DPRXQWV�DUH�WKHQ�GHGXFWHG�
IURP�WKH�WRWDO�YDOXH�RI�GHEWRUV�VKRZQ�LQ�WKH�DFFRXQWV��$Q�DQDO\VLV�RI�WKLV�LPSDLUPHQW�RI�GHEW�LV�VKRZQ�EHORZ�

���0DUFK ���0DUFK
���� ����
����V ����V

6KRUW�WHUP�GHEWRUV�DQG�SD\PHQWV�LQ�DGYDQFH
'HEWRUV�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
*RYHUQPHQW�GHSDUWPHQWV ������ ������
2WKHU�ORFDO�DXWKRULWLHV ������ ������ D
1+6�ERGLHV ����� ����� �
3XEOLF�FRUSRUDWLRQV ��� �����
+RXVLQJ�UHQWV ����� �����
+RXVLQJ�LQYHVWPHQW�IXQG�ORDQV ������� � E

$OO�RWKHU�ERGLHV��H[WHUQDO�WR�JRYHUQPHQW����WUDGH�RUJDQLVDWLRQV�DQG�LQGLYLGXDOV� ������� ������� �
������� �������

,PSDLUPHQW�RI�'HEW
+RXVLQJ�UHQWV ������� �������
2WKHU �������� ��������

������� �������
'HEWRUV�QRW�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
+0�5HYHQXH�DQG�&XVWRPV� ����� ����� �
&RXQFLO�WD[ ������ ������
%XVLQHVV�UDWHV ������ ������ �
���'HVWLQDWLRQ�0DQFKHVWHU�/WG���0DQFKHVWHU�&HQWUDO�/WG ��� ���
$OO�RWKHU�ERGLHV��H[WHUQDO�WR�JRYHUQPHQW��SD\PHQWV�LQ�DGYDQFH ����� �����
,PSDLUPHQW�RI�'HEW
&RXQFLO�WD[ �������� ��������
%XVLQHVV�UDWHV �������� �������� �
7RWDO ������� �������

D��7KH�LQFUHDVH�LQ�ORFDO�DXWKRULW\�GHEWRUV�PDLQO\�UHODWHV�WR�KLJKHU�KLJKZD\V�FDSLWDO�FRQWULEXWLRQV�GXH�IURP�7UDQVSRUW�IRU�*UHDWHU�
0DQFKHVWHU��KLJKHU�EXVLQHVV�UDWHV�UHWDLQHG�OHYLHV�GXH�IURP�&KHVKLUH�(DVW�DQG�&KHVKLUH�:HVW�DQG�&KHVWHU�&RXQFLOV�DQG�UHGLVWULEXWLRQ�RI�
ZDVWH�UHVHUYHV�IURP�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�

E��$OO�+RXVLQJ�,QYHVWPHQW�)XQG�GHEWRUV�KDYH�EHHQ�UHSDLG�RU�QRYDWHG�WR�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�

:LWKLQ�GHEWRUV�DQG�SD\PHQWV�LQ�DGYDQFH�WKH�DPRXQW�RXWVWDQGLQJ�IRU�RYHU����GD\V�WKDW�LV�QRW�LPSDLUHG�LV������P��7KLV�LQFOXGHV�EXVLQHVV�
UDWHV�GHEWRUV�����P��DQG�FRXQFLO�WD[�GHEWRUV�����P�DQG�KRXVLQJ�EHQHILW�RYHUSD\PHQW�GHEWRUV�����P��

$Q�DQDO\VLV�RI�EXVLQHVV�UDWHV�DQG�FRXQFLO�GHEWRUV�RXWVWDQGLQJ�IRU�RYHU����GD\V�QRW�LPSDLUHG�LV�VKRZQ�EHORZ�

���0DUFK ���0DUFK
���� ����
����V ����V

/HVV�WKDQ�WKUHH�PRQWKV ����� ���

7KUHH�WR�VL[�PRQWKV ����� �����
6L[�PRQWKV�WR�RQH�\HDU ����� �����
0RUH�WKDQ�RQH�\HDU ������ ������

������ ������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7KHVH�DUH�DPRXQWV�ZKLFK�DUH�RZHG�WR�WKH�&RXQFLO�ZKLFK�DUH�EHLQJ�UHSDLG�RYHU�YDULRXV�SHULRGV�ORQJHU�WKDQ�RQH�\HDU��/RQJ�WHUP�GHEW�ZKLFK�
KDV�EHFRPH�GXH�LQ�OHVV�WKDQ�WZHOYH�PRQWKV�KDV�EHHQ�UHFODVVLILHG�DV�VKRUW�WHUP�GHEW�

���0DUFK ���0DUFK
���� ����
����V ����V

$PRXQWV�IDOOLQJ�GXH�DIWHU�RQH�\HDU
'HEWRUV�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
)RUPHU�*UHDWHU�0&�GHEW �� �� �D�
3ULYDWH�6HFWRU�+RXVLQJ�/RDQV ������ ������ �E�
(TXLW\�0RUWJDJHV ����� ����� �F�
0DWUL[�+RPHV ����� ����� �G�
%LIID�0XQLFLSDO ����� ����� �H�
0DQFKHVWHU�4XD\V�5LYHUVLGH ����� ����� �I�
0DQFKHVWHU�&ROOHJH ������ ������ �J�
2WKHU ����� ����� �K�

������ ������ �
'HEWRUV�QRW�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG ������� ������� �L�
'HVWLQDWLRQ�0DQFKHVWHU�/WG���0DQFKHVWHU�&HQWUDO�/WG ������ ������ �M�
3),�SUHSD\PHQWV ������ ������ �N�
7RWDO ������� ������� �

D���7KLV�GHEWRU�UHODWHV�WR�ORDQ�DGYDQFHV�LQ�UHVSHFW�RI�XQGHUWDNLQJV�WUDQVIHUUHG�WR�WKH�IRUPHU�*UHDWHU�0DQFKHVWHU�&RXQFLO�DQG�DUH�UHSD\DEOH�
E\�WKH�*UHDWHU�0DQFKHVWHU�0HWURSROLWDQ�'HEW�$GPLQLVWUDWLRQ�)XQG�

E���7KHVH�GHEWRUV�UHODWH�WR�ORDQV�WR�LQGLYLGXDOV�JLYHQ�WR�FDUU\�RXW�ZRUNV�WR�WKHLU�SURSHUWLHV�RU�WR�SURYLGH�UHORFDWLRQ�DVVLVWDQFH�IROORZLQJ�
FRPSXOVRU\�SXUFKDVH�RUGHUV��7KHVH�ORDQV�DUH�DFFRXQWHG�IRU�DV�HPEHGGHG�GHULYDWLYHV�RU�VRIW�ORDQV��7KH�DPRXQW�UHODWLQJ�WR�HPEHGGHG�
GHULYDWLYHV�LV�DQ�HVWLPDWH�RI�WKH�DPRXQW�WR�EH�UHSDLG�EDVHG�RQ�WKH�DPRXQW�RI�ORDQV�RXWVWDQGLQJ�DGMXVWHG�E\�WKH�/DQG�5HJLVWU\�+RXVH�
3ULFLQJ�,QGH[��7KH�DPRXQW�UHODWLQJ�WR�VRIW�ORDQV�LV�EDVHG�RQ�WKH�DPRXQW�WR�EH�UHSDLG�UHGXFHG�E\�WKH�DPRXQW�RI�IRUHJRQH�LQWHUHVW�DV�WKHVH�
ORDQV�DUH�RIIHUHG�DW�EHORZ�PDUNHW�UDWHV�RI�LQWHUHVW��

F���7KHVH�GHEWRUV�UHODWH�WR�WKH�EDODQFH�GXH�WR�WKH�FRXQFLO�IURP�WKH�PRUWJDJHH����\HDUV�DIWHU�WKH�JUDQWLQJ�RI�HTXLW\�PRUWJDJHV�

G���7KLV�GHEWRU�UHODWHV�WR�D�WHFKQLFDO�ORDQ�IRU�WKH�JUDQW�RI�ORQJ�WHUP�OHDVHV�WR�0DWUL[�+RPHV�DQG�LQFOXGHV�DFFUXHG�ORQJ�
WHUP�LQWHUHVW�

H���7KLV�GHEWRU�UHODWHV�WR�D�ORDQ�PDGH�WR�WKH�FRPSDQ\�WR�SXUFKDVH�HTXLSPHQW�WR�SURYLGH�VHUYLFHV�WR�WKH�&RXQFLO�

I���7KLV�GHEWRU�UHODWHV�WR�D�ORDQ�PDGH�WR�0DQFKHVWHU�4XD\V�5LYHUVLGH�/WG�LQ�FRQQHFWLRQ�ZLWK�7KH�)DFWRU\�DUWV�FHQWUH

J���7KLV�GHEWRU�UHODWHV�WR�D�ORDQ�DQG�DFFUXHG�LQWHUHVW�PDGH�WR�0DQFKHVWHU�&ROOHJH�

K���7KLV�GHEWRU�UHODWHV�WR�ORDQV�PDGH�WR�RWKHU�RUJDQLVDWLRQV�

L���7KHVH�GHEWRUV�UHODWH�WR�ORQJ�WHUP�ORDQ�DGYDQFHV�PDGH�WR�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�WR�DVVLVW�LQ�WKH�ILQDQFLQJ�RI�DSSURYHG�
FDSLWDO�ZRUNV��$�ORDQ�RI��������P�ZDV�UHQHJRWLDWHG�GXULQJ���������DQG�LQFOXGHV�GHEW�WKDW�ZDV�SUHYLRXVO\�WKH�UHVSRQVLELOLW\�RI�WKH�*UHDWHU�
0DQFKHVWHU�'HEW�$GPLQLVWUDWLRQ�)XQG��$GYDQFHV�WRWDOOLQJ��������P�KDYH�EHHQ�PDGH�GXULQJ����������7KHVH�ORDQV�DUH�WR�FRQWULEXWH�
WRZDUGV�FDSLWDO�ZRUNV�DW�0DQFKHVWHU�DQG�6WDQVWHG�$LUSRUWV��7KLV�ORQJ�WHUP�GHEWRU�DOVR�LQFOXGHV�DFFUXHG�LQWHUHVW�RI��������P�

M���7KLV�GHEWRU�UHODWHV�WR�ORDQV�PDGH�WR�WKH�FRPSDQ\�

N���7KHVH�GHEWRUV�UHODWH�WR�DPRXQWV�SDLG�WR�FRQWUDFWRUV�DV�SDUW�RI�WKH�XQLWDU\�FKDUJH�ZKHUH�ZRUNV�ZLOO�WDNH�SODFH�DW�D�ODWHU�GDWH�

L���7KHVH�GHEWRUV�UHODWH�WR�ORQJ�WHUP�ORDQ�DGYDQFHV�DQG�DFFUXHG�LQWHUHVW�PDGH�WR�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�WR�DVVLVW�LQ�WKH�
ILQDQFLQJ�RI�DSSURYHG�FDSLWDO�ZRUNV��$�ORDQ�RI��������P�ZDV�UHQHJRWLDWHG�GXULQJ���������DQG�LQFOXGHV�GHEW�WKDW�ZDV�SUHYLRXVO\�WKH�
UHVSRQVLELOLW\�RI�WKH�*UHDWHU�0DQFKHVWHU�'HEW�$GPLQLVWUDWLRQ�)XQG��$GYDQFHV�WRWDOOLQJ��������P�KDYH�EHHQ�PDGH�GXULQJ����������7KHVH�
ORDQV�DUH�WR�FRQWULEXWH�WRZDUGV�FDSLWDO�ZRUNV�DW�0DQFKHVWHU�DQG�6WDQVWHG�$LUSRUWV�

M���7KLV�GHEWRU�UHODWHV�WR�ORDQV�PDGH�WR�WKH�FRPSDQ\�

N���7KHVH�GHEWRUV�UHODWH�WR�DPRXQWV�SDLG�WR�FRQWUDFWRUV�DV�SDUW�RI�WKH�XQLWDU\�FKDUJH�ZKHUH�ZRUNV�ZLOO�WDNH�SODFH�DW�D�ODWHU�GDWH�

1RWH�����,QWDQJLEOH�&XUUHQW�$VVHWV

,QWDQJLEOH�FXUUHQW�DVVHWV�UHODWH�WR�&DUERQ�5HGXFWLRQ�&RPPLWPHQW��&5&��DOORZDQFHV�SXUFKDVHG�DJDLQVW�IXWXUH�HPLVVLRQV��7KH�&5&�
DOORZDQFHV�KDYH�EHHQ�UHSODFHG�E\�DQ�LQFUHDVHG�&OLPDWH�&KDQJH�/HY\�UDWH�LQ���������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����&UHGLWRUV�DQG�5HFHLSWV�LQ�$GYDQFH

$V�WKH�&RXQFLO
V�%DODQFH�6KHHW�UHSUHVHQWV�WKH�ILQDQFLDO�SRVLWLRQ�DW�WKH�HQG�RI�WKH�ILQDQFLDO�\HDU��WKHVH�DUH�PRQLHV�RZHG�E\�WKH�&RXQFLO�DW�
WKDW�GDWH�ZKLFK�KDYH�\HW�WR�EH�SDLG��7KHUH�DUH�DOVR�DPRXQWV�ZKLFK�WKH�&RXQFLO�KDV�UHFHLYHG�EHIRUH�WKH�HQG�RI�WKH�ILQDQFLDO�\HDU�ZKLFK�
UHODWHV�WR�VHUYLFHV�ZKLFK�KDYH�QRW�\HW�EHHQ�SURYLGHG��7KLV�DQDO\VLV�VKRZV�WKH�DPRXQWV�RZHG�ZKLFK�KDG�QRW�\HW�EHHQ�SDLG�DQG�WKH�
DPRXQWV�UHFHLYHG�LQ�DGYDQFH�DV�DW����0DUFK�

���0DUFK ���0DUFK
���� ����
����V ����V

6KRUW�7HUP�&UHGLWRUV�DQG�5HFHLSWV�LQ�$GYDQFH
&UHGLWRUV�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
*RYHUQPHQW�GHSDUWPHQWV ����� �����
2WKHU�ORFDO�DXWKRULWLHV ������ ������ D
1+6�ERGLHV ��� ��� �
3XEOLF�FRUSRUDWLRQV ��� �
)LQDQFLDO�LQVWLWXWLRQV ��� ����� �
+RXVLQJ�UHQWV ����� �����
2WKHU�ERGLHV��H[WHUQDO�WR�JRYHUQPHQW����WUDGH�RUJDQLVDWLRQV�DQG�LQGLYLGXDOV ������ ������� �

������� �������
&UHGLWRUV�QRW�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
*RYHUQPHQW�GHSDUWPHQWV�UHFHLSWV�LQ�DGYDQFH ������ ������ E
2WKHU�ORFDO�DXWKRULWLHV�UHFHLSWV�LQ�DGYDQFH ��� ��� �
1+6�ERGLHV�UHFHLSWV�LQ�DGYDQFH ��� ��
2WKHU�ERGLHV��H[WHUQDO�WR�JRYHUQPHQW��UHFHLSWV�LQ�DGYDQFH ����� ����� �
+0�5HYHQXH�DQG�&XVWRPV� ����� �����
&RXQFLO�WD[� ����� �����
%XVLQHVV�UDWHV ������ ������
7RWDO ������� �������

D�7KH�LQFUHDVH�LQ�ORFDO�DXWKRULW\�FUHGLWRUV�LV�PDLQO\�GXH�WR�WKH�QHW�EDODQFH�RI�WKH�UHYHQXH�WUDQVDFWLRQV�UHODWLQJ�WR�WKH�KRXVLQJ�LQYHVWPHQW�
IXQG�KHOG�E\�WKH�&RXQFLO�RQ�EHKDOI�RI�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�DQG�WKH�VKDUH�RI�LQFUHDVHG�EXVLQHVV�UDWH�OHYLHV�GXH�WR�
&KHVKLUH�(DVW�DQG�&KHVKLUH�:HVW�DQG�&KHVWHU�&RXQFLOV�DQG�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�

E�7KH�LQFUHDVH�LQ�JRYHUQPHQW�GHSDUWPHQW�UHFHLSWV�LQ�DGYDQFH�PDLQO\�UHODWHV�WR�WKH���������VHFWLRQ����EXVLQHVV�UDWHV�JUDQWV�ZKLFK�ZHUH�
SDLG�LQ�0DUFK������E\�FHQWUDO�JRYHUQPHQW�WR�DVVLVW�FRXQFLOV�ZLWK�FDVK�IORZ�GXULQJ�WKH�&29,'���SDQGHPLF�

7KHVH�DUH�DPRXQWV�ZKLFK�DUH�RZHG�E\�WKH�&RXQFLO�ZKLFK�DUH�EHLQJ�UHSDLG�RYHU�YDULRXV�SHULRGV�ORQJHU�WKDQ�RQH�\HDU��/RQJ�WHUP�FUHGLWRUV�
ZKLFK�KDYH�EHFRPH�GXH�LQ�OHVV�WKDQ�WZHOYH�PRQWKV�KDYH�EHHQ�UHFODVVLILHG�DV�VKRUW�WHUP�FUHGLWRUV�

���0DUFK ���0DUFK
���� ����
����V ����V

$PRXQWV�IDOOLQJ�GXH�DIWHU�RQH�\HDU
&UHGLWRUV�FODVVHG�DV�)LQDQFLDO�,QVWUXPHQWV
(TXLW\�PRUWJDJHV���VKDUH�RI�SURFHHGV ����� �����
+RPHV�DQG�&RPPXQLWLHV�$JHQF\�UH�0DWUL[�+RPHV ��� ���
7RWDO ����� �����

&DSLWDO�*UDQWV�5HFHLSWV�LQ�$GYDQFH

���0DUFK ���0DUFK �
���� ����
����V ����V

&DUULQJWRQ�5HLQVWDWHPHQW�'HSRVLW ��� ���
&RQWULEXWLRQV�IURP�3ULYDWH�'HYHORSHUV ����� �����
%DVLF�1HHG�*UDQW ������ �
7RWDO ������ �����

7KH�&RXQFLO�KDV�QRW�EHHQ�DOORFDWHG�%DVLF�1HHG�*UDQW�LQ����������WKHUHIRUH�QRQH�ZDV�UHFHLYHG�LQ�DGYDQFH��

Page 117

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_102
104



0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����$QDO\VLV�RI�/RQJ�WHUP�%RUURZLQJ

D��7R�%DODQFH�6KHHW�'DWH�

7KH�WDEOH�EHORZ�VKRZV�WKH�RXWVWDQGLQJ�ORQJ�WHUP�ERUURZLQJ�DW����0DUFK��

���0DUFK 5DQJH�RI�,QWHUHVW�5DWHV�3D\DEOH $YHUDJH� ���0DUFK
���� IURP WR ,QWHUHVW ����
����V � � � ����V

$QDO\VLV�RI�ORDQV�E\�W\SH
3XEOLF�:RUNV�/RDQV�%RDUG ������� ������ ������ ������ �������
0DUNHW�/RDQV ������� ������ ������ ������ �������
*RYHUQPHQW�'HEW ������ ������ ������ ������ ������
6WRFNV ��� ������ ������ ������ ���
7RWDO�2XWVWDQGLQJ ������� �������
$QDO\VLV�RI�ORDQV�E\�PDWXULW\
����\HDUV ����� �����
����\HDUV ������ ������
�����\HDUV ������ �����
DIWHU����\HDUV ������� �������

������� �������

7KH�UHGXFWLRQ�LQ�*RYHUQPHQW�'HEW�UHODWHV�WR�WKH�QRYDWLRQ�RI�WKH�&LW\�'HDO�5HFHLSWV�IXQGLQJ�WR�WKH�*UHDWHU�0DQFKHVWHU�
&RPELQHG�$XWKRULW\

E���7R�0DWXULW\�

7KH�WDEOH�EHORZ�LQFOXGHV�WKH�RXWVWDQGLQJ�ORQJ�WHUP�ERUURZLQJ�DW�WKH�EDODQFH�VKHHW�GDWH��DV�SHU�WKH�WDEOH�DERYH��SOXV�
LQWHUHVW�GXH�WR�WKH�GDWH�RI�PDWXULW\�RI�WKH�RXWVWDQGLQJ�ORDQV��7KLV�SURYLGHV�GHWDLOV�RI�IXWXUH�FRPPLWPHQWV�LI�WKH�ORDQV�DUH�KHOG�
WR�WKH�GDWH�RI�PDWXULW\�

���0DUFK 5DQJH�RI�,QWHUHVW�5DWHV�3D\DEOH $YHUDJH� ���0DUFK
���� IURP WR ,QWHUHVW ����
����V � � � ����V

$QDO\VLV�RI�ORDQV�E\�W\SH
3XEOLF�:RUNV�/RDQV�%RDUG ������� ������ ������ ������ �������
0DUNHW�/RDQV ��������� ������ ������ ������ ���������
*RYHUQPHQW�'HEW ������ ������ ������ ������ ������
6WRFNV ����� ������ ������ ������ �����
7RWDO�2XWVWDQGLQJ ��������� ���������
$QDO\VLV�RI�ORDQV�E\�PDWXULW\
����\HDUV ������ ������
����\HDUV ������� ������
�����\HDUV ������� �������
DIWHU����\HDUV ��������� ���������

��������� ���������

7KH�UHGXFWLRQ�LQ�*RYHUQPHQW�'HEW�UHODWHV�WR�WKH�QRYDWLRQ�RI�WKH�&LW\�'HDO�5HFHLSWV�IXQGLQJ�WR�WKH�*UHDWHU�0DQFKHVWHU�
&RPELQHG�$XWKRULW\
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����'HIHUUHG�/LDELOLWLHV

7KH�QRWH�EHORZ�VKRZV�WKH�DPRXQWV�RZHG�E\�WKH�&RXQFLO��VSOLW�EHWZHHQ�VKRUW�WHUP��DPRXQWV�RZHG�LQ�OHVV�WKDQ����PRQWKV��DQG�ORQJ�WHUP�
�DPRXQWV�RZHG�LQ�PRUH�WKDQ����PRQWKV��RQ�WKH�EDODQFH�VKHHW�

���0DUFK 5HSDLG� $GGLWLRQV ���0DUFK

6KRUW�
7HUP

���0DUFK
/RQJ�7HUP
���0DUFK

���� LQ�\HDU LQ�\HDU ���� ���� ����
����V ����V ����V ����V ����V ����V

([�*0&�GHEW ����� ������� � ����� ����� �����
3ULYDWH�)LQDQFH�,QLWLDWLYHV ������� �������� ������ ������� ����� �������
6HUYLFH�&RQFHVVLRQ ����� ����� ����� ����� ��� �����

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

1RWH�����3URYLVLRQV

3URYLVLRQV�DUH�HVWDEOLVKHG�WR�PHHW�OLDELOLWLHV�RU�ORVVHV�ZKLFK�DUH�OLNHO\�RU�FHUWDLQ�WR�EH�LQFXUUHG��EXW�WKH�DPRXQWV�RU�WLPLQJV�DUH�XQFHUWDLQ�
7KHVH�KDYH�EHHQ�VSOLW�EHWZHHQ�VKRUW�WHUP��DPRXQWV�RZHG�LQ�OHVV�WKDQ����PRQWKV��DQG�ORQJ�WHUP��DPRXQWV�RZHG�LQ�PRUH�WKDQ����PRQWKV��RQ�WKH�
EDODQFH�VKHHW�

7KH�&RXQFLO�KDV�HVWDEOLVKHG�WKH�IROORZLQJ�SURYLVLRQV�

���0DUFK 7UDQVIHUV
$PRXQWV�
XVHG &RQWULEXWLRQV

$PRXQWV�
UHOHDVHG ���0DUFK

6KRUW�7HUP
���0DUFK

/RQJ�7HUP
���0DUFK

���� LQ�\HDU LQ�\HDU LQ�\HDU LQ�\HDU ���� ���� ����
����V ����V ����V ����V ����V ����V ����V ����V

&RPSHQVDWLRQ�SURYLVLRQV������������������������������� � ������� ����� ����� ����� ����� ����� D
,QVXUDQFH�SURYLVLRQ�
�LQFOXGLQJ�+5$� ����� � ����� ��� � ����� ����� ����� E
3URYLVLRQ�IRU�EXVLQHVV�UDWH�
DSSHDOV ������ � ������� ������ � ������ ������ ������ F
9DULRXV�RWKHU�SURYLVLRQV ��� � ����� ��� ���� ��� ��� ���
� ������ � �������� ������ ����� ������� ������ ������

D���7KH�FRPSHQVDWLRQ�SURYLVLRQV�KDYH�EHHQ�VHW�XS�WR�FRPSHQVDWH�FODLPDQWV�IRU�FODLPV�UHFHLYHG�E\�WKH�&RXQFLO�DV�DW����0DUFK�������7KHVH�
FODLPV�ZLOO�EH�SDLG�DV�WKH�DPRXQW�RI�FRPSHQVDWLRQ�LV�DJUHHG�IRU�HDFK�FDVH��7KH�DPRXQWV�RI�WKH�SURYLVLRQV�KDYH�EHHQ�FDOFXODWHG�EDVHG�RQ�DQ�
HVWLPDWH�RI�WKH�OLNHO\�VHWWOHPHQW�RI�WKH�FODLPV��7KHUH�LV�QR�H[SHFWHG�UHLPEXUVHPHQW�WR�IXQG�WKHVH�FODLPV�

E���7KH�LQVXUDQFH�SURYLVLRQ�LQFOXGHV�DPRXQWV�LQ�UHODWLRQ�WR�0XQLFLSDO�0XWXDO�,QVXUDQFH��,Q�-DQXDU\�������WKH�&RXQFLO
V�WKHQ�LQVXUHU��0XQLFLSDO�
0XWXDO�LQVXUDQFH��00,��PDGH�D�6FKHPH�RI�$UUDQJHPHQW�ZLWK�LWV�FUHGLWRUV��8QGHU�WKLV�VFKHPH��FODLPV�DUH�LQLWLDOO\�SDLG�RXW�LQ�IXOO��EXW�LI�WKH�
HYHQWXDO�ZLQGLQJ�XS�RI�WKH�FRPSDQ\�UHVXOWV�LQ�LQVXIILFLHQW�DVVHWV�WR�PHHW�DOO�OLDELOLWLHV��D�FODZEDFN�FODXVH�ZLOO�EH�WULJJHUHG��ZKLFK�FRXOG�DIIHFW�
FODLPV�DOUHDG\�SDLG�
2Q����1RYHPEHU�������WKH�GLUHFWRUV�RI�00,�WULJJHUHG�WKH�6FKHPH�RI�$UUDQJHPHQW��7KLV�ZDV�EHFDXVH�VROYHQW�UXQ�RII�FRXOG�QRW�EH�IRUHVHHQ�DQG�
WKHUH�ZDV�QR�DOWHUQDWLYH�WR�LQVROYHQW�OLTXLGDWLRQ�
$�/HY\�1RWLFH�ZDV�LVVXHG�RQ���-DQXDU\������E\�WKH�6FKHPH�$GPLQLVWUDWRU�DW�D�UDWH�RI�����RQ�HVWDEOLVKHG�VFKHPH�OLDELOLWLHV�H[FHHGLQJ���������
LQ�DJJUHJDWH��$�IXUWKHU�OHY\�QRWLFH�ZDV�LVVXHG�RQ���$SULO������VWDWLQJ�WKDW�WKH�OHY\�VKRXOG�QRZ�EH�VHW�DW������

7KH�UDWH�RI�/HY\�PD\�EH�DGMXVWHG�E\�WKH�6FKHPH�$GPLQLVWUDWRU�LI��IROORZLQJ�D�UHYLHZ�RI�WKH�ILQDQFLDO�SRVLWLRQ�RI�00,��KH�GHWHUPLQHV�WKDW�WKH�UDWH�
UHTXLUHV�WR�EH�LQFUHDVHG�RU�GHFUHDVHG��$Q\�VXFK�DGMXVWPHQW�ZRXOG�EH�DSSOLHG�WR�WKH�FDUULHG�IRUZDUG�JURVV�SD\PHQWV�DW�WKDW�WLPH�
%DVHG�RQ�WKH�PRVW�UHFHQW�LQVXUDQFH�GDWD��������P�FODLPV�KDG�DOUHDG\�EHHQ�SDLG�ZLWK�RXWVWDQGLQJ�FODLPV�RI�������P�IRU�ZKLFK�D�SURYLVLRQ�RI�
������P�KDV�EHHQ�PDGH�DW����0DUFK������

F���)ROORZLQJ�WKH�SDUWLDO�ORFDOLVDWLRQ�RI�EXVLQHVV�UDWHV�IURP���$SULO������WKH�&RXQFLO�LV�UHTXLUHG�WR�PDNH�D�SURYLVLRQ�IRU�LWV�VKDUH�RI�WKH�HVWLPDWHG�
VHWWOHPHQW�YDOXH�RI�DSSHDOV�DJDLQVW�EXVLQHVV�UDWHV��)RU�WKH������OLVW��WKLV�SURYLVLRQ�KDV�EHHQ�HVWLPDWHG�XVLQJ�LQIRUPDWLRQ�UHFHLYHG�IURP�WKH�
9DOXDWLRQ�2IILFH�$JHQF\��92$��RQ�DSSHDOV�VHWWOHG�DQG�RXWVWDQGLQJ��)RU�WKH������UDWLQJ�OLVW�WKH�DVVXPSWLRQ�KDV�EHHQ�PDGH�WKDW�WKH�UHGXFWLRQ�LQ�
LQFRPH�GXH�WR�DSSHDOV�ZLOO�EH�D�VLPLODU�SHUFHQWDJH�WR�WKH�SULRU�OLVWV��7KH�&RXQFLO�FDQ�QRW�EH�FHUWDLQ�DV�WR�ZKHQ�WKHVH�DSSHDOV�ZLOO�EH�VHWWOHG�DV�LW�LV�
GHSHQGDQW�RQ�WKH�WLPLQJ�RI�WKHLU�VHWWOHPHQW�E\�WKH�92$���7KLV�SURYLVLRQ�KDV�EHHQ�GHWHUPLQHG�RQ�WKH�DVVXPSWLRQ�WKDW�FXUUHQW�RXWVWDQGLQJ�DSSHDOV�
ZLOO�EH�VHWWOHG�LQ�OLQH�ZLWK�SUHYLRXV�H[SHULHQFH��7KH�&RXQFLO
V�VKDUH�RI�WKH�SURYLVLRQ�LV�����DV�D�UHVXOW�RI�WKH�&RXQFLO�SDUWLFLSDWLQJ�LQ�WKH������
UDWHV�UHWHQWLRQ�SLORW��WKH�UHPDLQLQJ����LV�DWWULEXWDEOH�WR�WKH�*0&$�ILUH�DQG�UHVFXH�HOHPHQW���6HWWOHG�DSSHDOV�ZLOO�EH�FKDUJHG�WR�WKH�SURYLVLRQ�RQFH�
GHWHUPLQHG�E\�WKH�92$�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����)LQDQFLDO�,QVWUXPHQWV

7KH�&RXQFLO
V�WUHDVXU\�PDQDJHPHQW�SROLF\�FRPSOLHV�ZLWK�WKH�&,3)$�&RGH�RI�3UDFWLFH�RQ�7UHDVXU\�0DQDJHPHQW��5HYLVHG�1RYHPEHU��������
7KLV�ZDV�DGRSWHG�E\�WKH�&RXQFLO�RQ���0DUFK�������,Q�DFFRUGDQFH�ZLWK�EHVW�SUDFWLFH��WKH�&LW\�7UHDVXUHU�KDV�XQGHUWDNHQ�D�UHYLHZ�RI�WKH�SROLF\�
DQG�LV�VDWLVILHG�WKDW�WKH�SROLF\�LV�UHOHYDQW�DQG�FRPSOHWH�

7KH�&RXQFLO
V�WUHDVXU\�PDQDJHPHQW�DFWLYLWLHV�DUH�PDQDJHG�WKURXJK�D�&HQWUDO�/RDQV�DQG�,QYHVWPHQW�$FFRXQW��2SHUDWLQJ�D�&HQWUDO�/RDQV�DQG�
,QYHVWPHQW�$FFRXQW�HQDEOHV�WKH�&RXQFLO�WR�ERUURZ�RQ�DGYDQWDJHRXV�WHUPV��PLQLPLVH�DGPLQLVWUDWLRQ�FRVWV�DQG�GDPSHQ�WKH�HIIHFWV�RI�ODUJH�
LQWHUHVW�UDWH�FKDQJHV��,Q���������WKH�DYHUDJH�QHW�UDWH�RI�LQWHUHVW�SDLG�DQG�UHFHLYHG�ZDV��������������LQ����������

$�ILQDQFLDO�LQVWUXPHQW�LV�DQ\�FRQWUDFW�WKDW�UHVXOWV�LQ�D�ILQDQFLDO�DVVHW�LQ�RQH�HQWLW\�DQG�D�ILQDQFLDO�OLDELOLW\�RU�HTXLW\�VKDUHKROGHU�LQ�DQRWKHU�

)LQDQFLDO�,QVWUXPHQWV�%DODQFHV

/RQJ�7HUP &XUUHQW 7RWDO

���0DUFK ���0DUFK ���0DUFK ���0DUFK ���0DUFK ���0DUFK
���� ���� ���� ���� ���� ����
����V ����V ����V ����V ����V ����V

)LQDQFLDO�/LDELOLWLHV�DW�$PRUWLVHG�&RVW�
%RUURZLQJV ������� ������� ������� ������ ������� �������
'HIHUUHG�/LDELOLWLHV ������� ������� ������ ������ ������� �������
&UHGLWRUV ����� ����� ������� ������� ������� �������
7RWDO�)LQDQFLDO�/LDELOLWLHV ������� ������� ������� ������� ��������� �������
$PRUWLVHG�FRVW ������ ������ ������� ������� ������� �������
)DLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH ������ ������ � � ������ ������
)DLU�YDOXH�WKURXJK�SURILW�DQG�ORVV ����� ����� � � ����� �����
7RWDO�)LQDQFLDO�$VVHWV ������ ������ ������� ������� ������� �������

$VVHWV�WKDW�DUH�FODVVHG�DV�IDLU�YDOXH�DUH�YDOXHG�DW�D�TXRWHG�PDUNHW�YDOXH�ZKHUH�WKLV�LV�DYDLODEOH��OHYHO���RI�WKH�IDLU�YDOXH�KLHUDUFK\���:KHUH�
LQYHVWPHQWV�DUH�QRW�TXRWHG�WKH�YDOXH�RI�WKDW�LQYHVWPHQW�KDV�EHHQ�WDNHQ�DV�WKH�&RXQFLO
V�VKDUH�RI�WKH�UHVHUYHV�RI�WKH�FRPSDQ\�LQYHVWHG�LQ�

$OO�ILQDQFLDO�DVVHWV�FODVVHG�DV�DPRUWLVHG�FRVW�DUH�UHYLHZHG�IRU�LQGLFDWLRQV�RI�LPSDLUPHQW�

)DLU�9DOXH�RI�$VVHWV�DQG�/LDELOLWLHV
� � � � � �

� &DUU\LQJ�$PRXQW )DLU�9DOXH �
�

���0DUFK ���0DUFK ���0DUFK ���0DUFK �
���� ���� ���� ����

/LDELOLWLHV ����V ����V ����V ����V
3XEOLF�:RUN�/RDQV�%RDUG ������� ������� ������� �������
0DUNHW�GHEW ������� ������� ��������� �������
*RYHUQPHQW�GHEW ������ ������ ������ ������
6WRFNV ��� ��� ����� �����
7RWDO�%RUURZLQJV ������� ������� ��������� �������
([�*0&�GHEW ����� ����� ����� �����
3),�DQG�VHUYLFH�FRQFHVVLRQV�OLDELOLWLHV ������� ������� ������� �������
7UDGH�FUHGLWRUV ������� ������� ������� �������
7RWDO�)LQDQFLDO�/LDELOLWLHV� ��������� ������� ��������� ���������

&DUU\LQJ�$PRXQW )DLU�9DOXH
� �

���0DUFK ���0DUFK ���0DUFK ���0DUFK
���� ���� ���� ����

$VVHWV ����V ����V ����V ����V
&DVK�DQG�FDVK�HTXLYDOHQWV ������� ������� ������� �������
/RQJ�WHUP�LQYHVWPHQWV ������ ������ ������ ������
6KRUW�WHUP�LQYHVWPHQWV ����� ������ ����� ������
7UDGH�GHEWRUV ������� ������� ������� �������
7RWDO�)LQDQFLDO�$VVHWV ������� ������� ������� �������

$VVHWV�DQG�OLDELOLWLHV�DUH�FDUULHG�DW�DPRUWLVHG�FRVW�ZKHUH�SDUW�RI�WKHLU�FDUU\LQJ�DPRXQW��DV�SHU�WKH�EDODQFH�VKHHW��ZLOO�HLWKHU�EH�ZULWWHQ�GRZQ�RU�
ZULWWHQ�XS�YLD�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�RYHU�WKH�WHUP�RI�WKH�ILQDQFLDO�LQVWUXPHQW�

)RU�WKH�SXUSRVHV�RI�WKH�QRWHV�WR�WKH�DFFRXQWV��DOO�DVVHWV�DQG�OLDELOLWLHV�DUH�JLYHQ�D�IDLU�YDOXH��DOWKRXJK�WKLV�LV�RQO\�VKRZQ�LQ�WKH�EDODQFH�VKHHW�
IRU�IDLU�YDOXH�WKURXJK�SURILW�DQG�ORVV�DQG�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH�DVVHWV��)RU�PDQ\�ILQDQFLDO�LQVWUXPHQWV�WKH�IDLU�YDOXH�
ZLOO�EH�WKH�VDPH�DV�WKH�RXWVWDQGLQJ�SULQFLSDO�DPRXQW��EXW�IRU�RWKHUV�WKHUH�FRXOG�EH�D�VLJQLILFDQW�GLIIHUHQFH�

)DLU�YDOXH�LV�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR�WUDQVIHU�D�OLDELOLW\�DW�WKH�PHDVXUHPHQW�GDWH�LQ�WKH�SULQFLSDO�PDUNHW�IRU�
WKH�DVVHW�RU�OLDELOLW\�RU�LQ�WKH�DEVHQFH�RI�D�SULQFLSDO�PDUNHW��WKH�PRVW�DGYDQWDJHRXV�PDUNHW�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7KH�IDLU�YDOXHV�IRU�3:/%��PDUNHW�DQG�*RYHUQPHQW�GHEW�ZHUH�GHWHUPLQHG�E\�UHIHUHQFH�WR�QHZ�ORDQ�UDWHV�RQ�WKH�*LOW�PDUNHW�DV�DW�WKH�EDODQFH�
VKHHW�GDWH�DV�WKHUH�LV�QR�DFWLYH�PDUNHW�IRU�VLPLODU�DVVHWV�DW�WKLV�WLPH��DQG�LQFOXGH�DFFUXHG�LQWHUHVW�DV�WKLV�SURYLGHV�D�VRXQG�DSSUR[LPDWLRQ�IRU�
WKH�IDLU�YDOXH�IRU�WKHVH�LQVWUXPHQWV��OHYHO�����%\�ZD\�RI�FRPSDULVRQ��LI�WKH�IDLU�YDOXHV�ZHUH�FDOFXODWHG�ZLWK�UHIHUHQFH�WR�3:/%�UHGHPSWLRQ�UXOHV�
DQG�SUHYDLOLQJ�3:/%�UHGHPSWLRQ�UDWHV��WKH\�ZRXOG�EH��������������IRU�3:/%�GHEW��������������IRU�*RYHUQPHQW�GHEW�DQG����������������
IRU�PDUNHW�GHEW�

)DLU�YDOXH�IRU�3),��VHUYLFH�FRQFHVVLRQV�DQG�ILQDQFH�OHDVHV�FDQQRW�EH�REWDLQHG�DV�WKHUH�LV�QR�FRPSDUDEOH�LQIRUPDWLRQ�DYDLODEOH�DQG�KDV�
WKHUHIRUH�EHHQ�VKRZQ�DW�WKH�FDUU\LQJ�DPRXQW�

7KH�*RYHUQPHQW�'HEW�UHODWLQJ�WR�WKH�+RXVLQJ�,QYHVWPHQW�)XQG�DQG�&LW\�'HDO�5HFHLSWV�WUDQVIHUUHG�WR�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�
$XWKRULW\�LQ���������

)LQDQFLDO�
/LDELOLWLHV�
������� )LQDQFLDO�$VVHWV��������

0HDVXUHG�DW�
$PRUWLVHG�

&RVW
$PRUWLVHG�

&RVW
)DLU�9DOXH�
WKURXJK�2&,

)DLU�9DOXH�
WKURXJK�,	( 7RWDO

����V ����V ����V ����V ����V
,QWHUHVW�([SHQVH ������ � � � ������
,QWHUHVW�3D\DEOH�DQG�6LPLODU�&KDUJHV ������ � � � ������
,QWHUHVW�,QFRPH � ������ � � ������
,QWHUHVW�DQG�,QYHVWPHQW�,QFRPH � ������ � � ������
�

1DWXUH�DQG�H[WHQW�RI�ULVN�DULVLQJ�IURP�)LQDQFLDO�,QVWUXPHQWV�DQG�WKH�PDQDJHPHQW�RI�WKRVH�ULVNV

.H\�5LVNV

7KH�&RXQFLO
V�DFWLYLWLHV�H[SRVHV�LW�WR�D�YDULHW\�RI�ILQDQFLDO�ULVNV�

&UHGLW�5LVN���WKH�SRVVLELOLW\�WKDW�RWKHU�SDUWLHV�PLJKW�IDLO�WR�SD\�DPRXQWV�GXH�WR�WKH�&RXQFLO�
/LTXLGLW\�5LVN���WKH�SRVVLELOLW\�WKDW�WKH�&RXQFLO�PLJKW�QRW�KDYH�IXQGV�DYDLODEOH�WR�PHHW�LWV�FRPPLWPHQWV�WR�PDNH�SD\PHQWV�
5HILQDQFLQJ�5LVN���WKH�SRVVLELOLW\�WKDW�WKH�&RXQFLO�PLJKW�EH�UHTXLUHG�WR�UHQHZ�ILQDQFLDO�LQVWUXPHQWV�RQ�PDWXULW\�DW�D�GLVDGYDQWDJHRXV�LQWHUHVW�
UDWH�RU�WHUPV�
0DUNHW�5LVN���WKH�SRVVLELOLW\�WKDW�ILQDQFLDO�ORVV�PLJKW�DULVH�IRU�WKH�&RXQFLO�DV�D�UHVXOW�RI�FKDQJHV�LQ�VXFK�PHDVXUHV�DV�LQWHUHVW�UDWHV�
PRYHPHQWV�

2YHUDOO�3URFHGXUHV�IRU�5LVN

7KH�&RXQFLO
V�RYHUDOO�ULVN�PDQDJHPHQW�SURFHGXUHV�IRFXV�RQ�WKH�XQSUHGLFWDELOLW\�RI�ILQDQFLDO�PDUNHWV�DQG�LPSOHPHQWLQJ�UHVWULFWLRQV�WR�PLQLPLVH�
WKHVH�ULVNV�

7KH�SURFHGXUHV�IRU�ULVN�PDQDJHPHQW�DUH�VHW�RXW�WKURXJK�D�OHJDO�IUDPHZRUN�LQ�WKH�/RFDO�*RYHUQPHQW�$FW������DQG�WKH�DVVRFLDWHG�UHJXODWLRQV��
7KHVH�UHTXLUH�WKH�&RXQFLO�WR�FRPSO\�ZLWK�WKH�&,3)$�3UXGHQWLDO�&RGH��WKH�&,3)$�7UHDVXU\�0DQDJHPHQW�LQ�WKH�3XEOLF�6HUYLFHV�&RGH�RI�
3UDFWLFH�DQG�,QYHVWPHQW�*XLGDQFH�LVVXHG�WKURXJK�WKH�$FW���2YHUDOO�WKHVH�SURFHGXUHV�UHTXLUH�WKH�&RXQFLO�WR�PDQDJH�ULVN�LQ�WKH�IROORZLQJ�ZD\V�

��%\�IRUPDOO\�DGRSWLQJ�WKH�UHTXLUHPHQWV�RI�WKH�FRGH�RI�SUDFWLFH�
��%\�WKH�DGRSWLRQ�RI�D�7UHDVXU\�3ROLF\�VWDWHPHQW�DQG�7UHDVXU\�0DQDJHPHQW�FODXVHV�ZLWKLQ�LWV�FRQVWLWXWLRQ�
��%\�DSSURYLQJ�DQQXDOO\�LQ�DGYDQFH�SUXGHQWLDO�LQGLFDWRUV�IRU�WKH�IROORZLQJ�WKUHH�\HDUV�OLPLWLQJ�
��7KH�&RXQFLO
V�RYHUDOO�ERUURZLQJ�
��,WV�PD[LPXP�DQG�PLQLPXP�H[SRVXUHV�WR�IL[HG�DQG�YDULDEOH�UDWHV�
��,WV�PD[LPXP�DQG�PLQLPXP�H[SRVXUHV�LQ�WKH�PDWXULW\�VWUXFWXUH�RI�LWV�GHEWV�
��,WV�PD[LPXP�DQG�PLQLPXP�H[SRVXUHV�WR�LQYHVWPHQWV�PDWXULQJ�EH\RQG�D�\HDU�
��%\�DSSURYLQJ�DQ�LQYHVWPHQW�VWUDWHJ\�IRU�WKH�IRUWKFRPLQJ�\HDU��VHWWLQJ�RXW�LWV�FULWHULD�IRU�ERWK�LQYHVWLQJ�DQG�VHOHFWLQJ�
LQYHVWPHQW�FRXQWHU�SDUWLHV�ZLWK�*RYHUQPHQW�*XLGDQFH�
� �

7KHVH�DUH�UHTXLUHG�WR�EH�UHSRUWHG�DQG�DSSURYHG�DQQXDOO\�EHIRUH�WKH�VWDUW�RI�WKH�\HDU�WR�ZKLFK�WKH\�UHODWH��7KHVH�LWHPV�DUH�UHSRUWHG�ZLWK�WKH�
DQQXDO�7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�DQG�DFWXDO�SHUIRUPDQFH�LV�DOVR�UHSRUWHG�VHPL�DQQXDOO\�WR�0HPEHUV�

7KH�DQQXDO�7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�ZDV�DSSURYHG�E\�&RXQFLO�RQ���0DUFK�������7KH�VWUDWHJ\�LV�DYDLODEOH�RQ�WKH�&RXQFLO
V�ZHEVLWH�

&UHGLW�5LVN

&UHGLW�ULVN�DULVHV�IURP�GHSRVLWV�ZLWK�EDQNV�DQG�ILQDQFLDO�LQVWLWXWLRQV��DV�ZHOO�DV�FUHGLW�H[SRVXUHV�WR�WKH�&RXQFLO
V�FXVWRPHUV��7KLV�ULVN�LV�
PDQDJHG�WKURXJK�WKH�$QQXDO�,QYHVWPHQW�6WUDWHJ\�ZKLFK�ZDV�DSSURYHG�E\�IXOO�&RXQFLO�RQ���0DUFK�������7KLV�VWUDWHJ\�LV�DYDLODEOH�RQ�WKH�
&RXQFLO
V�ZHEVLWH��6RPH�RI�WKH�NH\�DUHDV�RI�WKH�VWUDWHJ\�DUH�DV�IROORZV�

6SHFLILHG�,QYHVWPHQWV�DUH�LQYHVWPHQWV�LQ�VWHUOLQJ�GHQRPLQDWLRQ��ZLWK�PDWXULWLHV�XS�WR�D�PD[LPXP�RI�RQH�\HDU��$OO�VSHFLILHG�LQYHVWPHQWV�PHHW�
WKH�PLQLPXP�³KLJK³�UDWLQJV�FULWHULD�ZKHUH�DSSOLFDEOH���([DPSOHV�RI�WKH�LQYHVWPHQWV�XVHG�DUH�

��7HUP�GHSRVLWV�±�2WKHU�/RFDO�$XWKRULWLHV
��7HUP�GHSRVLWV�±�%DQNV�DQG�EXLOGLQJ�VRFLHWLHV
��0RQH\�0DUNHW�)XQGV

1RQ�VSHFLILHG�LQYHVWPHQWV�DUH�DQ\�RWKHU�W\SH�RI�LQYHVWPHQW�WKDQ�VSHFLILHG��7KH�&RXQFLO�GRHV�QRW�PDNH�XVH�RI�WKLV�W\SH�RI�LQYHVWPHQW�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

,QYHVWPHQW�/LPLWV

7KH�ILQDQFLDO�LQYHVWPHQW�OLPLWV�RI�EDQNV�DQG�EXLOGLQJ�VRFLHWLHV�DUH�OLQNHG�WR�WKHLU�)LWFK��RU�HTXLYDOHQW��ORQJ�WHUP�UDWLQJV�
DV�IROORZV�

%DQNV�DQG�%XLOGLQJ�6RFLHWLHV
)LWFK�RU�(TXLYDOHQW�$$��DQG�DERYH ����PLOOLRQ
)LWFK�RU�(TXLYDOHQW�$$�$$� ����PLOOLRQ
)LWFK�RU�(TXLYDOHQW�$��$ ����PLOOLRQ
)LWFK�RU�(TXLYDOHQW�$� ����PLOOLRQ
)LWFK�RU�(TXLYDOHQW�%%%� ����PLOOLRQ

2WKHU
'HEW�0DQDJHPHQW�2IILFH �����PLOOLRQ
*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\ �����PLOOLRQ
2WKHU�ORFDO�DXWKRULWLHV ����PLOOLRQ

&UHGLW�TXDOLW\�RI�FRXQWHU�SDUWLHV��LVVXHUV�DQG�LVVXHV��DQG�LQYHVWPHQW�VFKHPHV�ZLOO�EH�GHWHUPLQHG�E\�UHIHUHQFH�WR�FUHGLW�UDWLQJV�SXEOLVKHG�E\�
)LWFK��0RRG\V�DQG�6WDQGDUG�DQG�3RRU
V�UDWLQJ�DJHQFLHV��7KH�&RXQFLO¶V�PLQLPXP�ORQJ�WHUP��VKRUW�WHUP�DQG�RWKHU�FUHGLW�UDWLQJ�FULWHULD��ZKLFK�
DUH�FRQVLGHUHG�VXIILFLHQW�IRU�HDFK�FDWHJRU\�RI�LQYHVWPHQW��ZLOO�EH�DGKHUHG�WR�DW�DOO�WLPHV���6LQFH�WKH���������ILQDQFLDO�\HDU��LQ�UHVSRQVH�WR�WKH�
FRQWLQXLQJ�HFRQRPLF�XQFHUWDLQW\�DQG�ILQDQFLDO�GLIILFXOWLHV�IDFHG�E\�VRPH�EDQNV�WKH�&RXQFLO�KDV�UHVWULFWHG�IL[HG�GHSRVLWV�WR�8.�EDQNV�DQG�
EXLOGLQJ�VRFLHWLHV�DQG�KDV�OLPLWHG�IL[HG�GHSRVLWV�WR�D�WLPH�SHULRG�RI���PRQWKV��7KH�&RXQFLO�FRQWLQXHG�WR�UHO\�RQ�PDUNHW�LQWHOOLJHQFH�DV�ZHOO�DV�
FUHGLW�UDWLQJV��FUHGLW�RXWORRNV�DQG�DGGLWLRQDO�LQIRUPDWLRQ�WR�DOHUW�LW�WR�LQVWLWXWLRQV�SRVVLEO\�IDFLQJ�ILQDQFLDO�GLIILFXOWLHV�
�
0RQLWRULQJ�RI�FUHGLW�UDWLQJV

$���$OO�FUHGLW�UDWLQJV�ZLOO�EH�PRQLWRUHG�RQ�D�FRQWLQXDO�EDVLV�DQG�UHYLHZHG�ZHHNO\���7KH�&RXQFLO�LV�DOHUWHG�E\�/LQN�$VVHW�6HUYLFHV��IRUPHUO\�
&DSLWD���LWV�H[WHUQDO�7UHDVXU\�0DQDJHPHQW�DGYLVRUV��WR�FKDQJHV�LQ�WKH�)LWFK��0RRG\
V�DQG�6WDQGDUG�DQG�3RRU
V�UDWLQJ�DJHQFLHV�UDWLQJV�GDLO\�

%���,I�D�GRZQJUDGH�UHVXOWV�LQ�WKH�FRXQWHU�SDUW\�LQYHVWPHQW�VFKHPH�QR�ORQJHU�PHHWLQJ�WKH�&RXQFLO¶V�PLQLPXP�FULWHULD��LWV�IXUWKHU�XVH�DV�D�QHZ�
LQYHVWPHQW�ZLOO�EH�ZLWKGUDZQ�LPPHGLDWHO\��

&���,I�D�FRXQWHU�SDUW\�LQYHVWPHQW�VFKHPH�LV�XSJUDGHG�VR�WKDW�LW�IXOILOV�WKH�&RXQFLO¶V�FULWHULD��WKH�'HSXW\�&KLHI�([HFXWLYH�DQG�&LW\�7UHDVXUHU�ZLOO�
KDYH�WKH�GLVFUHWLRQ�WR�LQFOXGH�LW�RQ�WKH�OHQGLQJ�OLVW�

)RU�DOO�ILQDQFLDO�DVVHWV�KHOG�DW�DPRUWLVHG�FRVW�WKH�&RXQFLO�KDV�UHYLHZHG�WKH�FUHGLWZRUWKLQHVV�RI�HDFK�UHOHYDQW�RUJDQLVDWLRQ�WR�DVFHUWDLQ�WKH�
OLNHO\����PRQWK�LPSDLUPHQW��)RU�WKRVH�ZLWK�LQGLFDWLRQV�RI�ILQDQFLDO�GLVWUHVV�WKH�&RXQFLO�KDV�SURYLGHG�IRU�OLIHWLPH�LPSDLUPHQW�ORVVHV�

7KH�WUDGH�GHEWRU�DPRXQW�LV��������������DQG�WKH�HVWLPDWHG�H[SRVXUH�WR�GHIDXOW�LV������������

/LTXLGLW\�5LVN

7KH�&RXQFLO�KDV�UHDG\�DFFHVV�WR�ERUURZLQJV�IURP�WKH�PRQH\�PDUNHWV�WR�FRYHU�DQ\�GD\�WR�GD\�FDVK�IORZ�QHHG��DQG�WKH�3:/%�DQG�PRQH\�
PDUNHWV�IRU�DFFHVV�WR�ORQJHU�WHUP�IXQGV��7KH�&RXQFLO�LV�DOVR�UHTXLUHG�WR�SURYLGH�D�EDODQFHG�EXGJHW�WKURXJK�WKH�/RFDO�*RYHUQPHQW�)LQDQFH�
$FW�������ZKLFK�HQVXUHV�VXIILFLHQW�PRQLHV�DUH�UDLVHG�WR�FRYHU�DQQXDO�H[SHQGLWXUH��7KHUH�LV�WKHUHIRUH�QR�VLJQLILFDQW�ULVN�WKDW�LW�ZLOO�EH�XQDEOH�WR�
UDLVH�ILQDQFH�WR�PHHW�LWV�FRPPLWPHQWV�XQGHU�ILQDQFLDO�LQVWUXPHQWV�

7KH�&RXQFLO�PDQDJHV�LWV�OLTXLGLW\�ULVN�SRVLWLRQ�WKURXJK�WKH�ULVN�PDQDJHPHQW�SURFHGXUHV�DERYH��WKH�VHWWLQJ�DQG�DSSURYDO�RI�SUXGHQWLDO�
LQGLFDWRUV�DQG�WKH�DSSURYDO�RI�WKH�WUHDVXU\�DQG�LQYHVWPHQW�VWUDWHJ\�UHSRUWV���DV�ZHOO�DV�WKURXJK�D�FRPSUHKHQVLYH�FDVK�IORZ�PDQDJHPHQW�
V\VWHP�DV�UHTXLUHG�E\�WKH�&,3)$�&RGH�RI�3UDFWLFH��WKLV�VHHNV�WR�HQVXUH�WKDW�FDVK�LV�DYDLODEOH�ZKHQ�LW�LV�QHHGHG�

5HILQDQFLQJ�DQG�0DWXULW\�5LVN

7KH�&RXQFLO�PDLQWDLQV�D�VLJQLILFDQW�GHEW�DQG�LQYHVWPHQW�SRUWIROLR���:KLOVW�WKH�FDVK�IORZ�SURFHGXUHV�OLVWHG�DERYH�DUH�FRQVLGHUHG�DJDLQVW�WKH�
UHILQDQFLQJ�ULVN�SURFHGXUHV��ORQJHU�WHUP�ULVN�WR�WKH�&RXQFLO�UHODWHV�WR�PDQDJLQJ�WKH�H[SRVXUH�WR�UHSODFLQJ�ILQDQFLDO�LQVWUXPHQWV�DV�WKH\�
PDWXUH��7KLV�ULVN�UHODWHV�WR�ERWK�WKH�PDWXULQJ�RI�ORQJHU�WHUP�ILQDQFLDO�OLDELOLWLHV�DQG�ORQJHU�WHUP�ILQDQFLDO�DVVHWV�

7KH�DSSURYHG�SUXGHQWLDO�LQGLFDWRU�OLPLWV�IRU�WKH�PDWXULW\�VWUXFWXUH�RI�GHEW�DQG�WKH�OLPLWV�SODFHG�RQ�LQYHVWPHQWV�SODFHG�IRU�JUHDWHU�WKDQ�RQH�\HDU�
LQ�GXUDWLRQ�DUH�WKH�NH\�SDUDPHWHUV�XVHG�WR�DGGUHVV�WKLV�ULVN���7KH�&RXQFLO�DSSURYHG�WUHDVXU\�DQG�LQYHVWPHQW�VWUDWHJLHV�DGGUHVV�WKH�PDLQ�ULVNV�
DQG�WKH�FHQWUDO�WUHDVXU\�PDQDJHPHQW�WHDP�DGGUHVV�WKH�RSHUDWLRQDO�ULVNV�ZLWKLQ�WKH�DSSURYHG�SDUDPHWHUV���7KLV�LQFOXGHV��PRQLWRULQJ�WKH�
PDWXULW\�SURILOH�RI�ILQDQFLDO�OLDELOLWLHV�DQG�DPHQGLQJ�WKH�SURILOH�WKURXJK�HLWKHU�QHZ�ERUURZLQJ�RU�WKH�UHVFKHGXOLQJ�RI�WKH�H[LVWLQJ�GHEW��DQG�
PRQLWRULQJ�WKH�PDWXULW\�SURILOH�RI�LQYHVWPHQWV�WR�HQVXUH�VXIILFLHQW�OLTXLGLW\�LV�DYDLODEOH�IRU�WKH�&RXQFLO¶V�GD\�WR�GD\�FDVK�IORZ�QHHGV��DQG�WKH�
VSUHDG�RI�ORQJHU�WHUP�LQYHVWPHQWV�SURYLGH�VWDELOLW\�RI�PDWXULWLHV�DQG�UHWXUQV�LQ�UHODWLRQ�WR�WKH�ORQJHU�WHUP�FDVK�IORZ�QHHGV�

7KH�&RXQFLO�KDV��������������OHQGHU�RSWLRQ�ERUURZHU�RSWLRQ��/2%2��ORDQV��7KHVH�KDYH�IL[HG�UDWHV�RI�LQWHUHVW�EXW�WKH�OHQGHU�PD\�VHHN�WR�
LQFUHDVH�LQWHUHVW�UDWHV�DW�ZKLFK�SRLQW�WKH�&RXQFLO�KDV�WKH�RSWLRQ�WR�UHSD\�WKH�ORDQ��$V�WKHUH�LV�QR�FHUWDLQW\�DV�WR�ZKHWKHU�WKHVH�ORDQV�ZLOO�EH�
UHSDLG�HDUO\��WKH�&RXQFLO�KDV�WUHDWHG�WKHVH�ORDQV�DV�IL[HG�ORDQV�ZKLFK�ZLOO�UXQ�WR�PDWXULW\��,Q�IRUPLQJ�WKLV�MXGJHPHQW�WKH�&RXQFLO�KDV�WDNHQ�
DFFRXQW�RI�LWV�DELOLW\�WR�UHILQDQFH�WKURXJK�3:/%�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

0DUNHW�5LVN

,QWHUHVW�5DWH�5LVN��

7KH�&RXQFLO�LV�H[SRVHG�WR�LQWHUHVW�UDWH�PRYHPHQWV�RQ�LWV�ERUURZLQJV�DQG�LQYHVWPHQWV���0RYHPHQWV�LQ�LQWHUHVW�UDWHV�KDYH�D�FRPSOH[�LPSDFW�
RQ�WKH�&RXQFLO��GHSHQGLQJ�RQ�KRZ�YDULDEOH�DQG�IL[HG�LQWHUHVW�UDWHV�PRYH�DFURVV�GLIIHULQJ�ILQDQFLDO�LQVWUXPHQW�SHULRGV���)RU�LQVWDQFH��D�ULVH�LQ�
YDULDEOH�DQG�IL[HG�LQWHUHVW�UDWHV�ZRXOG�KDYH�WKH�IROORZLQJ�HIIHFWV�
��ERUURZLQJV�DW�YDULDEOH�UDWHV�±�WKH�LQWHUHVW�H[SHQVH�FKDUJHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�ZLOO�ULVH�
��ERUURZLQJV�DW�IL[HG�UDWHV�±�WKH�IDLU�YDOXH�RI�WKH�ERUURZLQJ�OLDELOLW\�ZLOO�IDOO�
��LQYHVWPHQWV�DW�YDULDEOH�UDWHV�±�WKH�LQWHUHVW�LQFRPH�FUHGLWHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�ZLOO�ULVH�
��LQYHVWPHQWV�DW�IL[HG�UDWHV�±�WKH�IDLU�YDOXH�RI�WKH�DVVHWV�ZLOO�IDOO�

%RUURZLQJV�DUH�QRW�FDUULHG�DW�IDLU�YDOXH�RQ�WKH�EDODQFH�VKHHW��VR�QRPLQDO�JDLQV�DQG�ORVVHV�RQ�IL[HG�UDWH�ERUURZLQJV�ZRXOG�QRW�LPSDFW�RQ�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW��+RZHYHU��FKDQJHV�LQ�LQWHUHVW�SD\DEOH�DQG�UHFHLYDEOH�RQ�YDULDEOH�UDWH�ERUURZLQJV�DQG�
LQYHVWPHQWV�ZLOO�EH�SRVWHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�DQG�HIIHFW�WKH�*HQHUDO�)XQG�%DODQFH�

7KH�&RXQFLO�KDV�D�QXPEHU�RI�VWUDWHJLHV�IRU�PDQDJLQJ�LQWHUHVW�UDWH�ULVN���7KH�$QQXDO�7UHDVXU\�0DQDJHPHQW�6WUDWHJ\�GUDZV�WRJHWKHU�WKH�
&RXQFLO¶V�SUXGHQWLDO�LQGLFDWRUV�DQG�LWV�H[SHFWHG�WUHDVXU\�RSHUDWLRQV��LQFOXGLQJ�DQ�H[SHFWDWLRQ�RI�LQWHUHVW�UDWH�PRYHPHQWV���)URP�WKLV�6WUDWHJ\��
D�SUXGHQWLDO�LQGLFDWRU�LV�VHW�ZKLFK�SURYLGHV�PD[LPXP�DQG�PLQLPXP�OLPLWV�IRU�IL[HG�DQG�YDULDEOH�LQWHUHVW�UDWH�H[SRVXUH���7KH�FHQWUDO�WUHDVXU\�
PDQDJHPHQW�WHDP�ZLOO�PRQLWRU�PDUNHW�DQG�IRUHFDVW�LQWHUHVW�UDWHV�ZLWKLQ�WKH�\HDU��WR�DGMXVW�H[SRVXUHV�DSSURSULDWHO\���)RU�LQVWDQFH��GXULQJ�
SHULRGV�RI�IDOOLQJ�LQWHUHVW�UDWHV��DQG�ZKHUH�HFRQRPLF�FLUFXPVWDQFHV�PDNH�LW�IDYRXUDEOH��IL[HG�UDWH�LQYHVWPHQWV�PD\�EH�WDNHQ�IRU�ORQJHU�SHULRGV�
WR�VHFXUH�EHWWHU�ORQJ�WHUP�UHWXUQV��6LPLODUO\�WKH�GUDZLQJ�RI�ORQJHU�WHUP�IL[HG�UDWH�ERUURZLQJ�ZRXOG�EH�SRVWSRQHG�

7KH�&RXQFLO�WULHV�WR�PD[LPLVH�LWV�LQFRPH�RQ�WHPSRUDU\�LQYHVWPHQW�DQG�PLQLPLVH�LWV�LQWHUHVW�FRVWV�RQ�WHPSRUDU\�DQG�ORQJ�WHUP�ERUURZLQJ�

7KH�PD[LPXP�LQWHUHVW�UDWH�LQFUHDVH�WKDW�FRXOG�EH�H[SHFWHG�LQ�WKH�FXUUHQW�FOLPDWH�LV�DVVHVVHG�DW��������7KLV�ZRXOG�RQO\�DSSO\�WR�WKH�QHW�
VKRUW�WHUP�LQYHVWPHQWV��7KH�&RXQFLO�DOVR�KDV�D�QXPEHU�RI�/2%2�ORDQV�WKDW�FDQ�EH�FDOOHG�DW�SHULRGV��7KHUH�LV�WKH�ULVN�WKDW�WKHVH�PD\�KDYH�WR�
EH�UHILQDQFHG�DW�D�KLJKHU�UDWH�

��/2%2�ULVN��ORDQV�SRWHQWLDOO\�VXEMHFW�WR�FDOO��������������#�������� ����������

3ULFH�5LVN

7KH�&RXQFLO��H[FOXGLQJ�WKH�SHQVLRQ�IXQG��GRHV�QRW�JHQHUDOO\�LQYHVW�LQ�HTXLW\�VKDUHV�EXW�GRHV�KDYH�VKDUHKROGLQJV�DW�D�FRVW�RI��������������LQ�
D�QXPEHU�RI�RUJDQLVDWLRQ�LQFOXGLQJ�WKRVH�ZLWKLQ�LWV�JURXS��:KLOVW�WKHVH�KROGLQJV�DUH�JHQHUDOO\�LOOLTXLG��WKH�&RXQFLO�LV�H[SRVHG�WR�ORVVHV�DULVLQJ�
IURP�PRYHPHQWV�LQ�WKH�SULFHV�RI�WKH�VKDUHV�RU�LPSDLUPHQW�RI�WKH�DVVHWV�KHOG��$V�WKH�VKDUHKROGLQJV�KDYH�DULVHQ�LQ�WKH�DFTXLVLWLRQ�RI�VSHFLILF�
LQWHUHVWV��WKH�&RXQFLO�LV�QRW�LQ�D�SRVLWLRQ�WR�OLPLW�LWV�H[SRVXUH�WR�SULFH�PRYHPHQWV�E\�GLYHUVLI\LQJ�LWV�SRUWIROLR���,QVWHDG�LW�RQO\�DFTXLUHV�
VKDUHKROGLQJV�LQ�UHWXUQ�IRU�³RSHQ�ERRN´�DUUDQJHPHQWV�ZLWK�WKH�FRPSDQ\�FRQFHUQHG�VR�WKDW�WKH�&RXQFLO�FDQ�PRQLWRU�IDFWRUV�WKDW�PLJKW�FDXVH�D�
IDOO�LQ�WKH�YDOXH�RI�VSHFLILF�VKDUHKROGLQJV�

)RUHLJQ�([FKDQJH�ULVN

7KH�&RXQFLO�KDV�QR�ILQDQFLDO�DVVHWV�RU�OLDELOLWLHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV���,W�WKHUHIRUH�KDV�QR�H[SRVXUH�WR�ORVV�DULVLQJ�IURP�
PRYHPHQWV�LQ�H[FKDQJH�UDWHV�

�

�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����8VDEOH�5HVHUYHV

7KH�&RXQFLO�PDLQWDLQV�D�QXPEHU�RI�UHVHUYHV�RQ�WKH�%DODQFH�6KHHW���6RPH�DUH�KHOG�IRU�VWDWXWRU\�UHDVRQV��VRPH�DUH�QHHGHG�WR�
FRPSO\�ZLWK�SURSHU�DFFRXQWLQJ�SUDFWLFH��DQG�RWKHUV�KDYH�EHHQ�VHW�XS�YROXQWDULO\�WR�HDUPDUN�UHVRXUFHV�IRU�IXWXUH�VSHQGLQJ�SODQV�

0RYHPHQWV�RQ�WKH�&RXQFLO
V�XVDEOH�UHVHUYHV�ZHUH�DV�IROORZV�

7UDQVIHUV 7UDQVIHUV 7UDQVIHUV
���0DUFK EHWZHHQ WR IURP ���0DUFK 1RWH
���� UHVHUYHV UHVHUYHV UHVHUYHV ����

� ����V ����V ����V ����V ����V
D��5HVHUYHV�+HOG�IRU�&DSLWDO�3XUSRVHV
&DSLWDO�5HFHLSWV�5HVHUYH �������� � �������� ������ �������� D���
0DMRU�5HSDLUV�5HVHUYH ������� � �������� ������ ������� D���
&DSLWDO�*UDQWV�8QDSSOLHG�5HVHUYH �������� � ��������� ������ ��������� D���
7RWDO�5HVHUYHV�+HOG�IRU�&DSLWDO�3XUSRVHV ��������� � ��������� ������� ���������

5HVHUYHV�+HOG�IRU�5HYHQXH�3XUSRVHV
E��6FKRROV�5HVHUYHV
6FKRROV�5HVHUYHV� �������� � � ������ �������� E���
7RWDO�UHVHUYHV�KHOG�IRU�VFKRROV �������� � � ������ ��������

F��6WDWXWRU\�5HVHUYHV
%XV�/DQH�(QIRUFHPHQW�5HVHUYH �������� � ������� ����� �������� F���
2Q�VWUHHW�3DUNLQJ�5HVHUYH ������� � ������� ����� ������� F���
$QFRDWV�6TXDUH�5HVHUYH ������� � ��� �� ������� F���
+LJKZD\V�&RPPXWHG�6XPV�5HVHUYH ����� ����� ������� � ������� F���
2WKHU�VPDOOHU�UHVHUYHV�XQGHU�����P ������� � ����� ��� �������
7RWDO�6WDWXWRU\�5HVHUYHV �������� ����� �������� ����� ��������

G��5HVHUYHV�KHOG�IRU�3),V
3XEOLF�/LJKWLQJ�3),�5HVHUYH ����� � ��� ��� ����� G���
7HPSOH�6FKRRO�3),�5HVHUYH ����� � ���� �� ����� G���
:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH�3),�5HVHUYH ������� � ���� � ������� G���
7RWDO�5HVHUYHV�KHOG�IRU�3),V ������� � ���� ��� �������

H��6PDOO�VSHFLILF�UHVHUYHV
2WKHU�VPDOOHU�UHVHUYHV�XQGHU�����P ������� � ������� ��� ������� H���
7RWDO�VPDOO�VSHFLILF�UHVHUYHV ������� � ������� ��� �������

I��5HVHUYHV�KHOG�WR�VPRRWK�ULVN���DVVXUDQFH
,QVXUDQFH�)XQG�5HVHUYH �������� � ����� � �������� I���
&ULPH�DQG�'LVRUGHU�5HVHUYH ������� � � ��� ������� I���
,QYHVWPHQW�(VWDWH�5HVHUYH ������� � � ��� ������� I���
+RXVLQJ�,QYHVWPHQW�)XQG�5HVHUYH ������� � � ����� ��� I���
&ROOHFWLRQV�,QLWLDWLYH�5HVHUYH ����� ����� ����� ��� ������� I���
0DQFKHVWHU�,QWHUQDWLRQDO�)HVWLYDO�5HVHUYH ������� � � ��� ������� I���
$GXOW�6RFLDO�&DUH�5HVHUYH ������� � ������� ����� �������� I���
7UDQVIRUPDWLRQ�5HVHUYH ������� � ����� � ������� I���
$LUSRUW�'LYLGHQG�5HVHUYH �������� � �������� ������ �������� I���
3ODQQLQJ�,QFRPH�5HVHUYH ������� � ����� � ������� I����
%XGJHW�6PRRWKLQJ�5HVHUYH ������� � �������� ����� �������� I����
2WKHU�VPDOOHU�UHVHUYHV�XQGHU�����P ������� ��� ������� ��� ������� I����
7RWDO�UHVHUYHV�KHOG�WR�VPRRWK�ULVN���DVVXUDQFH ��������� ��� �������� ������ ���������

J��%XVLQHVV�5DWHV�5HVHUYH
%XVLQHVV�5DWHV�5HVHUYH �������� � ������� ����� �������� J���
7RWDO�%XVLQHVV�5DWHV�5HVHUYH �������� � ������� ����� ��������

K��5HYHQXH�UHVHUYHV�KHOG�WR�VXSSRUW�FDSLWDO�VFKHPHV
&DSLWDO�)XQG�5HVHUYH �������� � �������� ������ �������� K���
&DSLWDO�)LQDQFLQJ�5HVHUYH �������� � ������� � �������� K���
(QJOLVK�,QVWLWXWH�RI�6SRUW�5HVHUYH ������� � ������� ����� ������� K���
,QYHVWPHQW�5HVHUYH �������� � � ��� �������� K���
7RWDO�UHYHQXH�UHVHUYHV�KHOG�WR�VXSSRUW�FDSLWDO�VFKHPHV ��������� � �������� ������ ���������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7UDQVIHUV 7UDQVIHUV 7UDQVIHUV
���0DUFK EHWZHHQ WR IURP ���0DUFK 1RWH
���� UHVHUYHV UHVHUYHV UHVHUYHV ����

� ����V ����V ����V ����V ����V
L��5HVHUYHV�KHOG�IRU�HFRQRPLF�JURZWK�DQG�SXEOLF�VHFWRU�UHIRUP
&OHDQ�DQG�*UHHQ�3ODFHV�5HVHUYH ������� � � ����� ����� L���
6RFLDO�&DUH�5HVHUYH �������� � ������� ����� �������� L���
2XU�0DQFKHVWHU�5HVHUYH ������� ��� ����� ����� ������� L���
7RZQ�+DOO�5HVHUYH �������� � ������� ����� �������� L���
2WKHU�VPDOOHU�UHVHUYHV�XQGHU�����P ������� ��� ����� �� �������
7RWDO�UHVHUYHV�KHOG�IRU�HFRQRPLF�JURZWK�DQG�SXEOLF�
VHFWRU�UHIRUP

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

M��*UDQWV�DQG�FRQWULEXWLRQV�XVHG�WR�PHHW�FRPPLWPHQWV�RYHU�PRUH�WKDQ�RQH�\HDU��VKRZQ�DV�UHVHUYHV�GXH�WR�WKH�UHTXLUHG�
DFFRXQWDQF\�WUHDWPHQW�
(QJOLVK�3DUWQHUVKLS�5HVHUYH ������� � � ��� �������
2WKHU�*UDQWV�DQG�&RQWULEXWLRQV�5HVHUYH ����� � ��� ��� �����
&29,'����5HVHUYH � � �������� � ��������
,QWHJUDWLRQ�5HVHUYH ������� ����� ����� ����� �������
2WKHU�VPDOOHU�UHVHUYHV�XQGHU�����P ������� � ������� ��� �������
7RWDO�JUDQWV�DQG�FRQWULEXWLRQV�XVHG�WR�PHHW�
FRPPLWPHQWV�RYHU�PRUH�WKDQ�RQH�\HDU

������� ����� �������� ����� �������� M���

7RWDO�UHVHUYHV�KHOG�IRU�UHYHQXH�SXUSRVHV ��������� � ��������� ������� ���������

N��*HQHUDO�)XQG�5HVHUYH
*HQHUDO�)XQG�5HVHUYH �������� � � ��� �������� N���
7RWDO�DOO�JHQHUDO�IXQG�UHVHUYHV ��������� � ��������� ������� ���������

O��+RXVLQJ�5HYHQXH�$FFRXQW�5HVHUYH
+RXVLQJ�5HYHQXH�$FFRXQW�5HVHUYH ��������� � ������� � ��������� O���
7RWDO�$OO�8VDEOH�5HVHUYHV ��������� � ��������� ������� ���������

�
D������&DSLWDO�5HFHLSWV�5HVHUYH
3URFHHGV�RI�QRQ�FXUUHQW�DVVHWV�VDOHV�DYDLODEOH�WR�PHHW�IXWXUH�FDSLWDO�LQYHVWPHQW� �

������� ������� �
����V ����V

%DODQFH�DW���$SULO �������� ��������
&DSLWDO�UHFHLSWV�UHFHLYHG�LQ�\HDU �������� ��������
3DLG�WR�KRXVLQJ�QDWLRQDO�SRRO ����� �����
$SSOLHG�WR�IXQG�FDSLWDO�H[SHQGLWXUH ������ ������
%DODQFH�DW����0DUFK �������� ��������

D������0DMRU�5HSDLUV�5HVHUYH
5HVRXUFHV�DYDLODEOH�WR�PHHW�FDSLWDO�LQYHVWPHQW�LQ�FRXQFLO�KRXVLQJ�

������� �������
����V ����V

%DODQFH�DW���$SULO � �������
+5$�GHSUHFLDWLRQ �������� ��������
)LQDQFLQJ�RI�FDSLWDO�H[SHQGLWXUH�RQ�FRXQFLO�GZHOOLQJV ������ ������
%DODQFH�DW����0DUFK ������� �������

D������&DSLWDO�*UDQWV�8QDSSOLHG�5HVHUYH
&DSLWDO�JUDQWV�DQG�FRQWULEXWLRQV�DYDLODEOH�WR�PHHW�IXWXUH�FDSLWDO�H[SHQGLWXUH�

������� �������
����V ����V

%DODQFH�DW���$SULO �������� ��������
*UDQWV�UHFHLYHG�LQ�\HDU ��������� ���������
7UDQVIHUUHG�WR�&DSLWDO�$GMXVWPHQW�$FFRXQW��*HQHUDO�*UDQWV�DQG�
&RQWULEXWLRQV ������ ������ �
7UDQVIHUUHG�WR�&DSLWDO�$GMXVWPHQW�$FFRXQW��5HYHQXH�([SHQGLWXUH�)XQGHG�
IURP�&DSLWDO�8QGHU�6WDWXWH��5()&86��*UDQWV�DQG�&RQWULEXWLRQV

������ ������
%DODQFH�DW����0DUFK �������� ��������� D���
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D������2I�WKH�EDODQFH�DERYH������P�UHODWHV�WR�%DVLF�1HHG�JUDQW�DOORFDWLRQV�
�
E��� 7KH�/06�5HVHUYH�LV�FRPPLWWHG�WR�EH�VSHQW�RQ�WKH�(GXFDWLRQ�VHUYLFH�DQG�LV�QRW�DYDLODEOH�IRU�WKH�JHQHUDO�XVH�RI�WKH�

&RXQFLO��7KLV�LV�KHOG�E\�VFKRROV�XQGHU�GHOHJDWHG�VFKHPHV��7KLV�LV�RIIVHW�E\�DQ�RYHUVSHQG�RQ�WKH�'6*�UHVHUYH�RI������P��
�UHSRUWHG�DW�1RWH�����

F��� 7KH�%XV�/DQH�(QIRUFHPHQW�5HVHUYH�ZDV�HVWDEOLVKHG�WR�KROG�VXUSOXVHV�JHQHUDWHG�IURP�EXV�ODQH�HQIRUFHPHQW�DQG�ZLOO�EH�
VSHQW�RQ�SXEOLF�WUDQVSRUW�UHODWHG�DFWLYLWLHV�DQG�KLJKZD\V�LPSURYHPHQWV��7KH�WUDQVIHU�LQ�RI������P�LQ���������LV�UHIOHFWLYH�
RI�WKH�DFWXDO�LQFRPH�OHVV�WKH�FRVW�RI�WKH�VHUYLFH��,W�ZLOO�EH�XVHG�LQ�DFFRUGDQFH�ZLWK�WKH�UHTXLUHPHQWV�WR�IXQG�WKH�&RXQFLO
V�
FRQWULEXWLRQ�WR�WKH�FRVW�RI�PHWURVKXWWOH�DQG�FRQWULEXWH�WRZDUGV�WKH�FRVWV�RI�WKH�WUDQVSRUW�OHY\�

F��� 7KH�2Q�VWUHHW�3DUNLQJ�5HVHUYH�ZDV�HVWDEOLVKHG�WR�KROG�VXUSOXVHV�JHQHUDWHG�IURP�RQ�VWUHHW�SDUNLQJ�DQG�ZLOO�EH�VSHQW�RQ�
WUDQVSRUW�UHODWHG�DFWLYLWLHV�DQG�URDG�DQG�HQYLURQPHQWDO�LPSURYHPHQWV�

F��� &RPPXWHG�VXP�UHFHLYHG�IURP�WKH�+RPHV�DQG�&RPPXQLWLHV�$JHQF\�WR�IXQG�PDLQWHQDQFH�LQ�IXWXUH�\HDUV�
F���� )XQGV�UHFHLYHG�DV�SDUW�RI�GHYHORSPHQW�DJUHHPHQWV�WKDW�ZLOO�EH�XWLOLVHG�IRU�KLJKZD\V�VFKHPHV�LQ�IXWXUH�\HDUV�

G��� 7KH�3XEOLF�/LJKWLQJ�3),�5HVHUYH�KDV�EHHQ�HVWDEOLVKHG�WR�IXQG�IXWXUH�H[SHQGLWXUH�RQ�WKH�VFKHPH�

G��� 7KH�7HPSOH�6FKRRO�3),�5HVHUYH�KDV�EHHQ�HVWDEOLVKHG�WR�IXQG�IXWXUH�H[SHQGLWXUH�RQ�WKH�VFKHPH�
G��� 7KH�:ULJKW�5RELQVRQ�6SRUWV�&ROOHJH�3),�5HVHUYH�KDV�EHHQ�HVWDEOLVKHG�WR�IXQG�IXWXUH�H[SHQGLWXUH�RQ�WKH�VFKHPH�

H��� 6PDOO�UHVHUYHV�XQGHU���P�LQFOXGLQJ�&RQWULEXWLRQV�2WKHU�/RFDO�$XWKRULWLHV������P���&HPHWHULHV�5HSODFHPHQW������P���
&RPPXQLW\�6DIHW\�5HVHUYH������P���+RXVLQJ�&RPSOLDQFH������P���%UH[LW������P���*UHDW�$QFRDWV�0DQDJHPHQW�
,PSURYHPHQW������P���&OLPDWH�,QQRYDWLRQ������P��DQG�3ULPDU\�6FKRRO�&DWHULQJ������P��

I��� 7KH�,QVXUDQFH�)XQG�KDV�EHHQ�HVWDEOLVKHG�WR�IXQG�ULVNV�WKDW�DUH�VHOI�LQVXUHG��VXFK�DV�WKRVH�WKDW�IDOO�EHORZ�WKH�LQVXUDQFH�
SROLF\�GHGXFWLEOH�DPRXQWV�DQG�KLVWRULF�FODLPV�ZKHUH�WKH�SHULRG�RI�H[SRVXUH�SUHGDWH�ZKHQ�WKH�FRPPHUFLDO�OLDELOLW\�SROLFLHV�
ZHUH�SURFXUHG�

I��� $�&ULPH�DQG�'LVRUGHU�5HVHUYH�RI�����P�ZDV�FUHDWHG�LQ���������WR�LQFUHDVH�WKH�FDSDFLW\�RI�WKH�&LW\�&RXQFLO�WR�WDFNOH�DQWL�
VRFLDO�EHKDYLRXU�LQ�RXU�QHLJKERXUKRRGV��������P�ZDV�XWLOLVHG�LQ���������DQG�������P�ZLOO�EH�XVHG�LQ�HDFK�RI�WKH�
IROORZLQJ�WZR�\HDUV�WR�IXQG�WKH�DQWL�6RFLDO�%HKDYLRXU�7HDP����

I��� 7KH�,QYHVWPHQW�(VWDWH�5HVHUYH�ZDV�FUHDWHG�LQ���������WR�PDQDJH�EXGJHW�SUHVVXUHV�GXH�WR�WKH�YRODWLOLW\�DQG�NQRZQ�
IXWXUH�ULVNV�DURXQG�LQYHVWPHQW�LQFRPH�

I��� +RXVLQJ�,QYHVWPHQW�)XQG�5HVHUYH�ZDV�WR�KROG�ULQJ�IHQFHG�+RXVLQJ�,QYHVWPHQW�UHVRXUFHV�DGPLQLVWHUHG�RQ�EHKDOI�RI�WKH�
*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\��7KLV�UHVHUYH�KDV�EHHQ�WUDQVIHUUHG�WR�WKH�*0&$�IROORZLQJ�WKH�QRYDWLRQ�RI�
RXWVWDQGLQJ�GHEWRUV�

I��� 7KH�&ROOHFWLRQ�,QLWLDWLYHV�5HVHUYH�FRQWDLQV�IXQGLQJ�IRU�GLVFUHWLRQDU\�KRXVLQJ�SD\PHQWV�
I��� 7KLV�UHODWHV�WR�WKH�FRPPLWPHQW�WR�FRQWULEXWH�WRZDUGV�WKH�FRVWV�RI�0DQFKHVWHU�,QWHUQDWLRQDO�IHVWLYDO�ZKLFK�LV�VWDJHG�HYHU\�

WZR�\HDUV�
I��� 7KH�$GXOW�6RFLDO�&DUH�5HVHUYH�ZDV�LQFUHDVHG�DV�SDUW�RI�D�ZLGHU�IXQGLQJ�VWUDWHJ\�WKDW�VPRRWKV�UHVRXUFHV�RYHU�WKUHH�\HDUV�

WR�HQDEOH�SHUPDQHQW�UDWKHU�WKDQ�DJHQF\�RU�WHPSRUDU\�DSSRLQWPHQWV�IRU�VRFLDO�ZRUN�SRVWV�VXSSRUWLQJ�WKH�GHOLYHU\�RI�WKH�
VRFLDO�FDUH�LPSURYHPHQW�SODQ��WUDQVLWLRQ�WR�WKH�QHZ�KRPH�FDUH�FRQWUDFWV�DQG�WR�VXSSRUW�WKH�KHDOWK�DQG�VRFLDO�FDUH�V\VWHP�
WR�PDQDJH�ZLQWHU�SUHVVXUHV���

I��� 7KH�7UDQVIRUPDWLRQ�5HVHUYH�KDV�EHHQ�VHW�XS�WR�IXQG�IXWXUH�VHUYLFH�WUDQVIRUPDWLRQ�FRVWV�
I��� 7KH�$LUSRUW�'LYLGHQG�5HVHUYH�UHODWHV�WR�DLUSRUW�GLYLGHQGV�ZKLFK�DUH�XVHG�WR�VXSSRUW�WKH�EXGJHW�D�\HDU�LQ�DUUHDUV��7KH�

DSSURYHG���������EXGJHW�LQFOXGHG�XVH�RI������P�LQ����������7KH���������EXGJHWHG�XVH�LV������P�ZLWK�WKH�EDODQFH�XVHG�
LQ���������

I���� 7KH�3ODQQLQJ�,QFRPH�5HVHUYH�ZDV�VHW�XS�WR�VPRRWK�IOXFWXDWLRQV�LQ�SODQQLQJ�LQFRPH�GXH�WR�HFRQRPLF�YRODWLOLW\
I���� 7KH�%XGJHW�6PRRWKLQJ�5HVHUYH�ZDV�HVWDEOLVKHG�LQ���������WR�VPRRWK�EXGJHWV�RYHU���������DQG����������5HEDWHV�

UHFHLYHG�IURP�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�LQ���������UHODWLQJ�WR�UHWXUQHG�EXVLQHVV�UDWHV�LQFRPH�DQG�
UHVHUYHV�KHOG�IRU�ZDVWH�FRVWV�KDYH�EHHQ�WUDQVIHUUHG�WR�WKLV�UHVHUYH�WR�EH�XVHG�WR�VXSSRUW�IXWXUH�\HDUV�EXGJHWV�

I���� 2WKHU�VPDOOHU�UHVHUYHV�KHOG�WR�VPRRWK�ULVN���DVVXUDQFH��LQFOXGHV�7D[L�/LFHQVLQJ�UHVHUYH������P���3HQVLRQ�&RQWULEXWLRQV�
5HVHUYH������P���/DQG�&KDUJHV�)HHV�5HVHUYH������P��6HOHFWLYH�/LFHQVLQJ�5HVHUYH������P���+LVWRULF�$EXVH�5HVHUYH�
�����P��DQG�&KLOGUHQ
V�6HUYLFHV�5HVHUYH������P�

J��� 7KH�%XVLQHVV�5DWHV�5HVHUYH�ZDV�HVWDEOLVKHG�WR�PDQDJH�YRODWLOLW\�DURXQG�WKLV�LQFUHDVLQJO\�YLWDO�LQFRPH�VWUHDP��
SDUWLFXODUO\�LQ�UHODWLRQ�WR�WKH�UHVHW�H[SHFWHG�ZKLFK�ZRXOG�VHH�D�ORVV�RI�WKH�&RXQFLO
V�LQFRPH�JURZWK�VLQFH�������
$GGLWLRQDOO\�DV�WKH�ULVNV�DVVRFLDWHG�ZLWK�%UH[LW�DUH�VR�GLIILFXOW�WR�TXDQWLI\�WKH�DSSURDFK�LV�WR�EXLOG�XS�WKH�OHYHO�RI�WKH�
EXVLQHVV�UDWHV�UHVHUYH�WR�KHOS�PLWLJDWH�DQ\�HFRQRPLF�YRODWLOLW\��

K��� 7KH�&DSLWDO�)XQG�ZDV�HVWDEOLVKHG�WR�IXQG�UHYHQXH�FRQWULEXWLRQV�WR�PDMRU�FDSLWDO�VFKHPHV�
K��� 7KH�&DSLWDO�)LQDQFLQJ�5HVHUYH�ZDV�HVWDEOLVKHG�WR�IXQG�LQFUHDVHV�LQ�ERUURZLQJ�FRVWV�GXH�WR�WKH�&RXQFLO¶V�FDSLWDO�

LQYHVWPHQW�SURJUDPPH
K��� 7KH�(QJOLVK�,QVWLWXWH�RI�6SRUW�5HVHUYH�KROGV�PRQLHV�UHFHLYHG�LQ�UHODWLRQ�WR�WKH�&LW\�RI�0DQFKHVWHU�6WDGLXP�DQG�LV�WR�EH�

XVHG�WR�IXQG�IXWXUH�GHYHORSPHQWV�DW�6SRUWV�FLW\�
K��� 7KH�,QYHVWPHQW�5HVHUYH�KDV�EHHQ�VHW�XS�WR�GHOLYHU�SULRULW\�UHJHQHUDWLRQ�SURMHFWV�

L��� 7KH�&OHDQ�DQG�*UHHQ�5HVHUYH�ZDV�IXQGHG�IURP�D�GLYLGHQG�UHFHLYHG�IURP�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�DQG�LV�EHLQJ�
XVHG�WR�VXSSRUW�JUHHQ�LQLWLDWLYHV�

L��� 7KH�6RFLDO�&DUH�5HVHUYH�ZDV�VHW�XS�DGGUHVV�VRFLDO�FDUH�SUHVVXUHV�DV�ZHOO�DV�VXSSRUW�WKH�GHOLYHU\�RI�FKLOGUHQ¶V�VHUYLFHV�
RQ�D�ORFDOLW\�IRRWSULQW�DQG�D�WKUHH�\HDU�EXGJHW�VWUDWHJ\���'UDZGRZQ�RI�WKLV�UHVHUYH�LV�SUHGLFDWHG�RQ�WKH�GHYHORSPHQW�RI�WKH�
&RQVROLGDWHG�,PSURYHPHQW�3ODQ�IRU�&KLOGUHQ¶V�6HUYLFHV�DQG�D�EXVLQHVV�FDVH�SURFHVV�IRU�DQ\�RWKHU�DUHDV�
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L��� 7KH�2XU�0DQFKHVWHU�5HVHUYH�LV�IRU�DGGLWLRQDO�LQYHVWPHQW�PDGH�DYDLODEOH�DV�SDUW�RI�WKH�����������EXGJHW�SURFHVV�WR�GULYH�
IRUZDUG�WKH�GHOLYHU\�RI�2XU�0DQFKHVWHU�IRU�H[DPSOH�WKURXJK�9ROXQWDU\�6HFWRU�*UDQWV�

L��� 7KH�7RZQ�+DOO�5HVHUYH�KDV�EHHQ�VHW�XS�WR�IXQG�UHYHQXH�H[SHQGLWXUH�RQ�WKH�7RZQ�+DOO�&RPSOH[�3URJUDPPH��7KH�WUDQVIHU�
WR�WKH�UHVHUYH�RI�����P�KDV�EHHQ�PHW�IURP�0LQLPXP�5HYHQXH�3ROLF\�VDYLQJV�IROORZLQJ�WKH�UHYLHZ�RI�WKH�SROLF\�LQ����������
7KLV�UHVHUYH�LV�H[SHFWHG�WR�IXQG�UHOHYDQW�VSHQG�XQWLO�WKH�HQG�RI�WKH�7RZQ�+DOO�SURMHFW�

M��� 7KHVH�JUDQWV�ZHUH�VKRZQ�DV�UHFHLSWV�LQ�DGYDQFH�RQ�WKH�&RXQFLO
V�EDODQFH�VKHHW�XQGHU�8.*$$3�DFFRXQWLQJ�VWDQGDUGV�DV�
WKH�VSHQG�WKH\�ZHUH�IXQGLQJ�KDG�QRW�EHHQ�LQFXUUHG��$V�WKHVH�JUDQWV�ZLOO�QRW�QHHG�WR�EH�UHSDLG�LQ�DFFRUGDQFH�ZLWK�WKH�
FRQGLWLRQV�RQ�ZKLFK�WKH�JUDQW�KDV�EHHQ�JLYHQ��,)56�DFFRXQWLQJ�VWDQGDUGV�UHTXLUH�WKHVH�JUDQWV�WR�EH�UHFRJQLVHG�LQ�WKH�
&RQVROLGDWHG�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�ZKHQ�WKH\�DUH�GXH��7KH�&RXQFLO�KDV�FKRVHQ�WR�WUDQVIHU�WKHVH�JUDQWV�WR�
UHVHUYHV�WR�PHHW�IXWXUH�VSHQGLQJ�FRPPLWPHQWV��7KLV�LQFOXGHV�WKH�XQXVHG�HOHPHQW�RI�WKH�ILUVW�LQVWDOPHQW�RI�WKH�&29,'���
(PHUJHQF\�)XQGLQJ�UHFHLYHG�LQ�0DUFK������

N��� 7KH�*HQHUDO�)XQG�5HVHUYH�LV�WKH�RQO\�XQDOORFDWHG�UHVHUYH��KHOG�WR�PHHW�FRVWV�DULVLQJ�IURP�XQSODQQHG�HYHQWV��LW�DOVR�DFWV�
DV�D�EXIIHU�WR�KHOS�PLWLJDWH�DJDLQVW�WKH�ILQDQFLDO�ULVNV�WKH�&RXQFLO�IDFHV�DQG�LV�XVHG�WR�VPRRWK�H[SHQGLWXUH�DFURVV�\HDUV�

O��� 5HVRXUFHV�DYDLODEOH�WR�PHHW�IXWXUH�UXQQLQJ�FRVWV�IRU�FRXQFLO�KRXVLQJ��7KH���P�LQFUHDVH�LV�GXH�WR�UHGXFHG�UHYHQXH�
FRQWULEXWLRQ�WRZDUGV�FDSLWDO�H[SHQGLWXUH�EHFDXVH�RI�GHOD\V�LQ�WKH�SODQQHG�FDSLWDO�SURJUDPPH��7KH����\HDU�EXVLQHVV�SODQ�
FXUUHQWO\�IRUHFDVWV�WKDW�UHVHUYHV�ZLOO�EH�H[KDXVWHG�E\���������DQG�ZRUN�LV�RQJRLQJ�WR�LGHQWLI\�HIILFLHQFLHV�WKDW�HQVXUH�WKDW�
WKH�UHVHUYHV�DUH�NHSW�DW�D�VXIILFLHQW�OHYHO�WR�XQGHUZULWH�ULVN�DQG�WR�IXQG�IXWXUH�LQYHVWPHQW�QHHGV�DV�UHTXLUHG�
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1RWH�����8QXVDEOH�5HVHUYHV

7KH�EDODQFHV�RQ�WKH�&RXQFLO
V�XQXVDEOH�UHVHUYHV�ZHUH�DV�IROORZV�

5HVWDWHG
���0DUFK ���0DUFK
���� ����

8QXVDEOH�5HVHUYH ����V ����V 1RWH
5HYDOXDWLRQ�EDODQFHV
5HYDOXDWLRQ�5HVHUYH ����������� ����������� D
)LQDQFLDO�,QVWUXPHQWV�5HYDOXDWLRQ�5HVHUYH �������� �������� E
$GMXVWPHQW�DFFRXQWV
3HQVLRQV�5HVHUYH ������� ������� F����
&DSLWDO�$GMXVWPHQW�$FFRXQW ����������� ����������� G
'HIHUUHG�&DSLWDO�5HFHLSWV�5HVHUYH ������� ������� H
)LQDQFLDO�,QVWUXPHQWV�$GMXVWPHQW�$FFRXQW ����� ����� I
&ROOHFWLRQ�)XQG�$GMXVWPHQW�$FFRXQW �������� �������� J
6KRUW�WHUP�$FFXPXODWHG�$EVHQFHV�$FFRXQW ����� ����� K

����������� �����������

D���5HYDOXDWLRQ�5HVHUYH
7KH�UHYDOXDWLRQ�UHVHUYH�UHSUHVHQWV�WKH�OHYHO�RI�UHYDOXDWLRQ�JDLQV�QHW�RI�LPSDLUPHQWV�FKDUJHG�RQ�WKH�&RXQFLO
V�QRQ�FXUUHQW�DVVHWV�IURP���$SULO������
RQZDUGV�

�
������� �������
����V ����V

%DODQFH�DW���$SULO ����������� �����������
5HYDOXDWLRQV�UHODWLQJ�WR�SURSHUW\��SODQW�DQG�HTXLSPHQW �������� ��������
5HYDOXDWLRQV�UHODWLQJ�WR�RWKHU�QRQ�33(�DVVHWV ��� �������
5HYDOXDWLRQ�JDLQ�GHSUHFLDWLRQ ������ ������
,PSDLUPHQW�QRW�FKDUJHG�WR�&,(6 ����� ������
'LVSRVDOV�7UDQVIHUUHG�WR�&DSLWDO�$GMXVWPHQW�$FFRXQW��&$$� ������ ������
7UDQVIHU�WR�&$$�UH�LQYHVWPHQW�SURSHUWLHV � �����
%DODQFH�DW����0DUFK ����������� �����������

E���)LQDQFLDO�,QVWUXPHQWV�5HYDOXDWLRQ�5HVHUYH
7KH�UHVHUYH�FRQWDLQV�WKH�JDLQV�PDGH�E\�WKH�DXWKRULW\�DULVLQJ�IURP�LQFUHDVHV�LQ�WKH�YDOXH
RI�LWV�LQYHVWPHQWV�WKDW�DUH�PHDVXUHG�DW�IDLU�YDOXH�WKURXJK�RWKHU�FRPSUHKHQVLYH
LQFRPH��7KH�EDODQFH�LV�UHGXFHG�ZKHQ�LQYHVWPHQWV�ZLWK�DFFXPXODWHG�JDLQV�DUH��
���UHYDOXHG�GRZQZDUGV�RU�LPSDLUHG�DQG�WKH�JDLQV�DUH�ORVW
���GLVSRVHG�RI�DQG�WKH�JDLQV�DUH�UHDOLVHG

������� �������
����V ����V

%DODQFH�DW���$SULO �������� ��������
8SZDUG�UHYDOXDWLRQ�RI�LQYHVWPHQWV ������� �����
'RZQZDUG�UHYDOXDWLRQ�RI�LQYHVWPHQWV ��� �����
%DODQFH�DW����0DUFK �������� ��������

F���3HQVLRQV�5HVHUYH
0LQXV�UHVHUYH�WR�PDWFK�SHQVLRQV�,$6���OLDELOLW\�LQ�WKH�EDODQFH�VKHHW�

������� �������
����V ����V

%DODQFH�DW���$SULO ������� �������
1HW�0RYHPHQW�LQ�<HDU ������� ���������
%DODQFH�DW����0DUFK ������� �������

G���&DSLWDO�$GMXVWPHQW�$FFRXQW��&$$�

7KH�&DSLWDO�$GMXVWPHQW�$FFRXQW�LQFOXGHV�WKH�WLPLQJ�GLIIHUHQFHV�DULVLQJ�IURP�WKH�GLIIHUHQW�DUUDQJHPHQWV�IRU�DFFRXQWLQJ�IRU�WKH�FRQVXPSWLRQ�RI�QRQ�
FXUUHQW�DVVHWV�DQG�IRU�ILQDQFLQJ�WKH�DFTXLVLWLRQ��FRQVWUXFWLRQ�RU�HQKDQFHPHQW�RI�WKRVH�DVVHWV�XQGHU�VWDWXWRU\�SURYLVLRQV��7KH�$FFRXQW�LV�GHELWHG�ZLWK�
WKH�FRVW�RI�DFTXLVLWLRQ��FRQVWUXFWLRQ�RU�HQKDQFHPHQW�DV�GHSUHFLDWLRQ��LPSDLUPHQW�ORVVHV�DQG�DPRUWLVDWLRQV�DUH�FKDUJHG�WR�WKH�&RPSUHKHQVLYH�,QFRPH�
DQG�([SHQGLWXUH�6WDWHPHQW��ZLWK�UHFRQFLOLQJ�SRVWLQJV�IURP�WKH�5HYDOXDWLRQ�5HVHUYH�WR�FRQYHUW�FXUUHQW�YDOXH�ILJXUHV�WR�D�KLVWRULFDO�FRVW�EDVLV���7KH�
$FFRXQW�LV�FUHGLWHG�ZLWK�WKH�DPRXQWV�VHW�DVLGH�E\�WKH�&RXQFLO�DV�ILQDQFH�IRU�WKH�FRVWV�RI�DFTXLVLWLRQ��FRQVWUXFWLRQ�DQG�HQKDQFHPHQW�

7KH�$FFRXQW�FRQWDLQV�DFFXPXODWHG�JDLQV�DQG�ORVVHV�RQ�,QYHVWPHQW�3URSHUWLHV�WKDW�KDYH�\HW�WR�EH�FRQVXPHG�E\�WKH�&RXQFLO�
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7KH�$FFRXQW�DOVR�FRQWDLQV�UHYDOXDWLRQ�JDLQV�DFFXPXODWHG�RQ�3URSHUW\��3ODQW�DQG�(TXLSPHQW�EHIRUH���$SULO�������WKH�GDWH�WKDW�WKH�5HYDOXDWLRQ�
5HVHUYH�ZDV�FUHDWHG�WR�KROG�VXFK�JDLQV�

5HVWDWHG
������� �������
����V ����V

%DODQFH�DW���$SULO ����������� �����������
5HSD\PHQW�RI�H[�*0&�GHEW ������� �������
0LQLPXP�UHYHQXH�SURYLVLRQ �������� ��������
5HYHUVDO�RI�3),�FKDUJHV�WR�+5$ �������� ������� �
&DSLWDO�JUDQWV�DQG�FRQWULEXWLRQV �������� ��������
5HYHQXH�FRQWULEXWLRQV�XVHG ������� ��������
0RYHPHQW�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\ ������ ��������
5HYDOXDWLRQ�JDLQ�GHSUHFLDWLRQ� �������� ��������
'LVSRVDOV�WUDQVIHUUHG�IURP�UHYDOXDWLRQ�UHVHUYH �������� ��������
'HSUHFLDWLRQ ������ ������
0DMRU�5HSDLUV�$OORZDQFH �������� ��������
&DSLWDO�5HFHLSWV�8VHG �������� ��������
2WKHU�'LVSRVDOV ������ ������
:ULWH�GRZQ�RI�LQWDQJLEOH�DVVHWV ��� �� �
5HSD\PHQW�RI�ORQJ�WHUP�GHEWRUV ������ ������
/RVV����*DLQ��RQ�UHSD\PHQW�RI�KRXVLQJ�ORDQ � ����
:ULWH�GRZQ�RI�UHYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH ������ ������
,PSDLUPHQW�RI�QRQ�FXUUHQW�DVVHWV ������ ������
7UDQVIHU�IURP�55�UH�LQYHVWPHQW�SURSHUWLHV � �������
,PSDLUPHQW�RI�ILQDQFLDO�LQVWUXPHQW�DVVHWV ����� ���
%DODQFH�DW����0DUFK ����������� �����������

H���'HIHUUHG�&DSLWDO�5HFHLSWV�5HVHUYH
7KH�'HIHUUHG�&DSLWDO�5HFHLSWV�5HVHUYH�KROGV�WKH�JDLQV�UHFRJQLVHG�RQ�WKH�JUDQWLQJ�RI�HTXLW\�PRUWJDJHV��HTXLW\�ORDQV�DQG�WKH�GLVSRVDO�RI��FRXQFLO�
KRXVHV�XQGHU�ULJKW�WR�EX\�OHJLVODWLRQ�EXW�IRU�ZKLFK�FDVK�VHWWOHPHQW�KDV�\HW�WR�WDNH�SODFH��8QGHU�VWDWXWRU\�DUUDQJHPHQWV��WKH�&RXQFLO�GRHV�QRW�WUHDW�
WKHVH�JDLQV�DV�XVDEOH�IRU�ILQDQFLQJ�QHZ�FDSLWDO�H[SHQGLWXUH�XQWLO�WKH\�DUH�EDFNHG�E\�FDVK�UHFHLSWV��:KHQ�WKH�GHIHUUHG�FDVK�VHWWOHPHQW�WDNHV�SODFH��
DPRXQWV�DUH�WUDQVIHUUHG�WR�WKH�&DSLWDO�5HFHLSWV�5HVHUYH��

+LVWRULF�0RUWJDJHV
7KHVH�DUH�KLVWRULF�PRUWJDJHV�SURYLGHG�E\�WKH�&RXQFLO��LQ�UHODWLRQ�WR�5LJKW�WR�%X\�FRXQFLO�SURSHUW\�VDOHV���7KHVH�PRUWJDJHV�DUH�QR�ORQJHU�RIIHUHG�E\�WKH�
&RXQFLO�

(TXLW\�0RUWJDJHV
7KHVH�UHODWH�WR�D�MRLQW�KRPH�EXLOG�VFKHPH�EHWZHHQ�WKH�&RXQFLO�DQG�5HGURZ�+RPHV���7KH�&RXQFLO�KDV�SURYLGHG�KRPHEX\HUV��SXUFKDVLQJ�WKH�
SURSHUWLHV��HTXLW\�PRUWJDJH�ORDQV�IRU�XS�WR�����RI�WKH�SURSHUW\�YDOXH��7KHVH�ORDQV�EHFRPH�UHSD\DEOH����\HDUV�DIWHU�WKH�SXUFKDVH�RI�WKH�SURSHUW\�RU�
HDUOLHU�LI�WKH�KRPHRZQHU�GHFLGHV�WR�VHOO�WKH�SURSHUW\�EHIRUH�WKLV�WLPH���7KHUH�LV�DOVR�WKH�RSWLRQ�IRU�WKH�KRPHEX\HU�WR�UHSD\�WKH�ORDQ�EHIRUH�HLWKHU�RI�
WKHVH�HYHQWV��7KH�RXWVWDQGLQJ�EDODQFH�LV�DGMXVWHG�HDFK�\HDU�LQ�OLQH�ZLWK�WKH�/DQG�5HJLVWU\�+RXVH�3ULFLQJ�,QGH[�

(TXLW\�/RDQV
D��+RPH�,PSURYHPHQW�/RDQV
7KHVH�DUH�HTXLW\�VKDUH�ORDQV�RIIHUHG�WR�KRPH�RZQHUV�WR�FDUU\�RXW�HVVHQWLDO�UHQRYDWLRQ�ZRUNV���7KH�PLQLPXP�ORDQ�YDOXH�DYDLODEOH�LV��������XS�WR�D�
PD[LPXP�RI���������RU�����RI�WKH�YDOXH�RI�WKH�LPSURYHG�KRPH��7KH�HTXLW\�VKDUH�LV�VHFXUHG�E\�D�OHJDO�FKDUJH�DQG�ORDQV�DUH�UHSD\DEOH�RQ�WKH�GHDWK�
RI�WKH�SXUFKDVHU��RU�WKH�VDOH�RI�WKH�SURSHUW\�RU�ZKHQ�WKH�SXUFKDVHU�FHDVHV�WR�RFFXS\�WKH�SURSHUW\�DV�WKHLU�PDLQ�KRPH��7KH�RXWVWDQGLQJ�EDODQFH�LV�
DGMXVWHG�HDFK�\HDU�LQ�OLQH�ZLWK�WKH�/DQG�5HJLVWU\�+RXVH�3ULFLQJ�,QGH[�

E��5HORFDWLRQ�$VVLVWDQFH�/RDQV
7KHVH�DUH�HTXLW\�VKDUH�ORDQV�SURYLGHG�WR�DVVLVW�RZQHU�RFFXSLHUV�GLVSODFHG�E\�GHPROLWLRQ�WR�SXUFKDVH�D�UHSODFHPHQW�SURSHUW\��/RDQ�YDOXHV�DUH�
DYDLODEOH�ZKLFK�PHHW�WKH�GLIIHUHQFH�EHWZHHQ�WKH�YDOXH�RI�WKH�SURSHUW\�WR�EH�GHPROLVKHG�DQG�WKH�FRVW�RI�EX\LQJ�DQRWKHU�SURSHUW\�VXEMHFW�WR�VSHFLILHG�
OLPLWV��7KH�HTXLW\�VKDUH�LV�VHFXUHG�E\�D�OHJDO�FKDUJH�DQG�ORDQV�DUH�UHSD\DEOH�RQ�WKH�GHDWK�RI�WKH�SXUFKDVHU��RU�WKH�VDOH�RI�WKH�SURSHUW\�RU�ZKHQ�WKH�
SXUFKDVHU�FHDVHV�WR�RFFXS\�WKH�SURSHUW\�DV�WKHLU�PDLQ�KRPH��7KH�RXWVWDQGLQJ�EDODQFH�LV�DGMXVWHG�HDFK�\HDU�LQ�OLQH�ZLWK�WKH�/DQG�5HJLVWU\�+RXVH�
3ULFLQJ�,QGH[�

� 2SHQLQJ &ORVLQJ
%DODQFH %DODQFH
��$SULO 1HZ *DLQV�RQ� 3ULQFLSDO )DLU�9DOXH ���0DUFK
���� /RDQV 'LVSRVDO 5HSD\PHQWV $GMXVWPHQWV ����
����V ����V ����V ����V ����V ����V

+LVWRULF�0RUWJDJHV ��� � � � � �
(TXLW\�0RUWJDJHV ������� � ���� ��� ��� �������
(TXLW\�/RDQV ������� � � � ����� �������
7RWDO�'HIHUUHG�&DSLWDO�5HFHLSWV ������� � ���� ��� ���� �������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

I���)LQDQFLDO�,QVWUXPHQWV�$GMXVWPHQW�$FFRXQW
%DODQFLQJ�DFFRXQW�WR�DOORZ�IRU�GLIIHUHQFHV�LQ�VWDWXWRU\�UHTXLUHPHQWV�DQG�SURSHU�DFFRXQWLQJ�SUDFWLFHV�IRU�ERUURZLQJV�DQG�LQYHVWPHQWV�

������� �������
����V ����V

%DODQFH�DW���$SULO ������� �����
6RIW�ORDQV�LQ�\HDU�PRYHPHQWV ���� ����
$GMXVWPHQW�IRU�LQWHUHVW�IUHH�ORDQV ����� ����� I�D�
3UHPLXP�DQG�GLVFRXQWV ����� �����
%DODQFH�DW����0DUFK ����� �����

I��D��7KH�&RXQFLO�KDV�UHFHLYHG�LQWHUHVW�IUHH�ORDQV�RI�����P�IURP�WKH�+RPHV�DQG�&RPPXQLWLHV�$JHQF\�UHSD\DEOH�LQ������DQG������P�IURP�6DOL[�
UHSD\DEOH�XQWLO�������7KLV�DPRXQW�UHSUHVHQWV�WKH�VDYLQJ�WR�WKH�&RXQFLO�RYHU�WKH�UHPDLQLQJ�OHQJWK�RI�WKH�ORDQV�RI�WKHP�EHLQJ�LQWHUHVW�IUHH�

J���&ROOHFWLRQ�)XQG�$GMXVWPHQW�$FFRXQW
7KH�&ROOHFWLRQ�)XQG�$GMXVWPHQW�$FFRXQW�PDQDJHV�WKH�GLIIHUHQFHV�DULVLQJ�IURP�WKH�UHFRJQLWLRQ�RI�FRXQFLO�WD[�DQG�EXVLQHVV�UDWHV�LQFRPH�LQ�WKH�
&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�DV�LW�IDOOV�GXH�IURP�FRXQFLO�WD[�DQG�EXVLQHVV�UDWH�SD\HUV��FRPSDUHG�ZLWK�WKH�VWDWXWRU\�
DUUDQJHPHQWV�IRU�SD\LQJ�DFURVV�DPRXQWV�WR�WKH�JHQHUDO�IXQG�IURP�WKH�FROOHFWLRQ�IXQG�

&RXQFLO�7D[ ������� �������
����V ����V

%DODQFH�DW���$SULO �������� �������
0RYHPHQW�LQ�<HDU ����� �����
%DODQFH�DW����0DUFK ������� �������

%XVLQHVV�5DWHV ������� �������
����V ����V

%DODQFH�DW���$SULO �������� ��������
0RYHPHQW�LQ�<HDU ������� �����
%DODQFH�DW����0DUFK �������� ��������

7RWDO ������� �������
����V ����V

%DODQFH�DW���$SULO �������� ��������
0RYHPHQW�LQ�<HDU ����� �����
%DODQFH�DW����0DUFK �������� ��������

K���6KRUW�WHUP�$FFXPXODWHG�$EVHQFHV�$FFRXQW
7KH�6KRUW�WHUP�$FFXPXODWHG�$EVHQFHV�$FFRXQW�DEVRUEV�WKH�GLIIHUHQFHV�WKDW�ZRXOG�RWKHUZLVH�DULVH�RQ�WKH�JHQHUDO�IXQG�EDODQFH�IURP�DFFUXLQJ�IRU�
FRPSHQVDWHG�DEVHQFHV�HDUQHG�EXW�QRW�WDNHQ�LQ�WKH�\HDU�H�J��DQQXDO�OHDYH�HQWLWOHPHQW�FDUULHG�IRUZDUG�DW����0DUFK��6WDWXWRU\�DUUDQJHPHQWV�UHTXLUH�
WKDW�WKH�LPSDFW�RQ�WKH�JHQHUDO�IXQG�EDODQFH�LV�QHXWUDOLVHG�E\�WUDQVIHUV�WR�DQG�IURP�WKLV�DFFRXQW�

������� �������
����V ����V

%DODQFH�DW���$SULO ����� �����
0RYHPHQW�LQ�<HDU ����� ���
%DODQFH�DW����0DUFK ����� �����
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����'HGLFDWHG�6FKRROV�*UDQW

7KH�&RXQFLO
V�H[SHQGLWXUH�RQ�VFKRROV�LV�IXQGHG�SULPDULO\�E\�JUDQW�PRQLHV�SURYLGHG�E\�WKH�(GXFDWLRQ�DQG�6NLOOV�)XQGLQJ�$JHQF\��WKH�'HGLFDWHG�
6FKRROV�*UDQW��'6*����'6*�LV�ULQJ�IHQFHG�DQG�FDQ�RQO\�EH�DSSOLHG�WR�PHHW�H[SHQGLWXUH�SURSHUO\�LQFOXGHG�LQ�WKH�6FKRROV�%XGJHW�DV�GHILQHG�LQ�WKH�
6FKRROV�)LQDQFH�DQG�(DUO\�<HDUV��(QJODQG��5HJXODWLRQV�������7KH�VFKRROV�EXGJHW�LQFOXGHV�HOHPHQWV�IRU�D�UDQJH�RI�HGXFDWLRQDO�VHUYLFHV�SURYLGHG�RQ�
DQ�DXWKRULW\�ZLGH�EDVLV�DQG�IRU�WKH�,QGLYLGXDO�6FKRROV�%XGJHW��ZKLFK�LV�GLYLGHG�LQWR�D�EXGJHW�VKDUH�IRU�HDFK�PDLQWDLQHG�VFKRRO�

'HWDLOV�RI�WKH�GHSOR\PHQW�RI�'6*�UHFHLYDEOH�LQ���������DUH�DV�IROORZV�
�

&HQWUDO�
([SHQGLWXUH

,QGLYLGXDO�
6FKRROV�
%XGJHW 7RWDO

����V ����V ����V
)LQDO�'6*�IRU���������EHIRUH�DFDGHP\�UHFRXSPHQW � � �������
$FDGHP\�ILJXUH�UHFRXSHG�IRU�������� ���������
7RWDO�'6*�DIWHU�DFDGHP\�UHFRXSPHQW�IRU�������� �������
3OXV�EURXJKW�IRUZDUG�IURP�������� � � �������
/HVV�FDUU\�IRUZDUG�WR���������DJUHHG�LQ�DGYDQFH �
$JUHHG�LQLWLDO�EXGJHWHG�GLVWULEXWLRQ�LQ�������� ������ ������� �������
,Q�\HDU�DGMXVWPHQWV � ����� �����
)LQDO�EXGJHWHG�GLVWULEXWLRQ�IRU�������� ������ ������� �������
/HVV�DFWXDO�FHQWUDO�H[SHQGLWXUH ������ � ������
/HVV�DFWXDO�,6%�GHSOR\HG�WR�VFKRROV � ������� �������
3OXV�ORFDO�DXWKRULW\�FRQWULEXWLRQ�IRU�������� � � �
&DUU\�IRUZDUG�WR�������� ��� ������� �������

7KH�'HGLFDWHG�6FKRROV�*UDQW��'6*���UHVHUYH�LV�QHJDWLYH�EHFDXVH�WKH�FHQWUDOO\�UHWDLQHG�'6*�KDV�RYHUVSHQW��ODUJHO\�GXH�WR�
H[SHQGLWXUH�ZLWKLQ�WKH�KLJK�QHHGV�EORFN�ZKLFK�VXSSRUWV�WKH�HGXFDWLRQ�RI�FKLOGUHQ�ZLWK�6SHFLDO�(GXFDWLRQDO�1HHGV�DQG�'LVDELOLWLHV�

7KLV�GHILFLW�LV�H[SHFWHG�WR�EH�UHFRYHUHG�RYHU�D�WKUHH�\HDU�SHULRG�IURP���������WR����������%DVHG�RQ�WKH�RULJLQDO�EXGJHWV�VHW�IRU�
��������LW�LV�H[SHFWHG�WKH�'6*�GHILFLW�ZLOO�EH�UHGXFHG�E\�����P�LQ���������DQG�WKH�EDODQFH�RYHU�WKH�IROORZLQJ�WZR�\HDUV��7KHUH�LV�WR�
EH�D�IXUWKHU�UHYLHZ�RI�DUHDV�ZLWKLQ�WKH�+LJK�1HHGV�%ORFN�WR�VXSSRUW�WKLV�UHFRYHU\�

7KH�RULJLQDO�EXGJHW�IRU�WKH�&HQWUDO�([SHQGLWXUH�LQFOXGHV�WKH�IROORZLQJ�ZKLFK�DUH�WUDQVIHUUHG�WR�VFKRROV�GXULQJ
WKH�\HDU�

��SURYLVLRQV�IRU�IXQGLQJ�IRU�6SHFLDO�(GXFDWLRQ�1HHGV
��LQFUHDVHV�LQ�SXSLO�QXPEHUV
��FRQWLQJHQFLHV�ZLWKLQ�VFKRROV�

Page 131

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_116
118



0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPHV
$V�SDUW�RI�WKH�WHUPV�DQG�FRQGLWLRQV�RI�HPSOR\PHQW�RI�LWV�RIILFHUV�DQG�RWKHU�HPSOR\HHV��WKH�&RXQFLO�RIIHUV�UHWLUHPHQW�EHQHILWV���
$OWKRXJK�WKHVH�EHQHILWV�ZLOO�QRW�DFWXDOO\�EH�SD\DEOH�XQWLO�HPSOR\HHV�UHWLUH��WKH�&RXQFLO�KDV�D�FRPPLWPHQW�WR�PDNH�WKH�SD\PHQWV�
WKDW�QHHG�WR�EH�GLVFORVHG�DW�WKH�WLPH�WKDW�HPSOR\HHV�HDUQ�WKHLU�IXWXUH�HQWLWOHPHQW�

7KH�&RXQFLO�SDUWLFLSDWHV�LQ�WKUHH�SHQVLRQ�VFKHPHV�
7KH�/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH�LV�D�IXOO\�IXQGHG�GHILQHG�EHQHILWV�VFKHPH��7KH�VFKHPH�LV�RSHUDWHG�XQGHU�WKH�UHJXODWRU\�
IUDPHZRUN�IRU�WKH�/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH�DQG�WKH�JRYHUQDQFH�RI�WKH�VFKHPH�LV�WKH�UHVSRQVLELOLW\�RI�7DPHVLGH�0%&�
ZKR�DGPLQLVWHU�WKH�VFKHPH�RQ�EHKDOI�RI�WKH�*UHDWHU�0DQFKHVWHU�$XWKRULWLHV��7DPHVLGH�0%&�GHOHJDWHV�LWV�IXQFWLRQV�LQ�UHODWLRQ�WR�
WKH�*UHDWHU�0DQFKHVWHU�3HQVLRQ�6FKHPH�WR�WKH�3HQVLRQ�)XQG�0DQDJHPHQW�3DQHO��WKH�3HQVLRQ�)XQG�$GYLVRU\�3DQHO��3HQVLRQ�
)XQG�:RUNLQJ�*URXSV�DQG�WKH�([HFXWLYH�'LUHFWRU�RI�3HQVLRQV��7KH�3HQVLRQ�)XQG�0DQDJHPHQW�3DQHO�LV�WKH�NH\�GHFLVLRQ�PDNHU�
IRU�LQYHVWPHQW�PDQDJHPHQW��PRQLWRULQJ�LQYHVWPHQW�DFWLYLW\�DQG�SHUIRUPDQFH��RYHUVHHLQJ�DGPLQLVWUDWLYH�DFWLYLWLHV�DQG�SURYLGLQJ�
JXLGDQFH�WR�RIILFHUV�LQ�H[HUFLVLQJ�GHOHJDWHG�SRZHUV��$OO�WKH�*UHDWHU�0DQFKHVWHU�DXWKRULWLHV�DUH�UHSUHVHQWHG�RQ�WKH�0DQDJHPHQW�
3DQHO�

7KH�3XEOLF�6HUYLFH�3HQVLRQV�$FW������UHFHLYHG�5R\DO�$VVHQW�RQ����$SULO�������$V�D�UHVXOW�EHQHILWV�HDUQHG�IURP���$SULO������DUH�
EDVHG�RQ�FDUHHU�DYHUDJH�UHYDOXHG�HDUQLQJV�

7KHUH�DUH�ULVNV�DQG�XQFHUWDLQWLHV�DVVRFLDWHG�ZLWK�ZKDWHYHU�DVVXPSWLRQV�DUH�DGRSWHG��7KH�$FFRXQWLQJ�6WDQGDUG�UHTXLUHV�WKH�
DVVXPSWLRQV�WR�EH�GHWHUPLQHG�RQ�D�EHVW�HVWLPDWH�EDVLV��+RZHYHU�WKH�DVVXPSWLRQV�DUH�LQ�HIIHFW�SURMHFWLRQV�RI�IXWXUH�LQYHVWPHQW�
UHWXUQV�DQG�GHPRJUDSKLF�H[SHULHQFH�PDQ\�\HDUV�LQWR�WKH�IXWXUH�DQG�WKHUH�LV�LQHYLWDEO\�D�JUHDW�GHDO�RI�XQFHUWDLQW\�LQ�ZKDW�
FRQVWLWXWHV�EHVW�HVWLPDWH�IRU�VXFK�SURMHFWLRQV�

7KH�$FFRXQWLQJ�6WDQGDUG�UHTXLUHV�WKH�GLVFRXQW�UDWH�WR�EH�VHW�ZLWK�UHIHUHQFH�WR�\LHOGV�RQ�KLJK�TXDOLW\�FRUSRUDWH�ERQGV�LUUHVSHFWLYH�
RI�WKH�LQYHVWPHQW�VWUDWHJ\�RI�WKH�)XQG��$V�VXFK��WKH�ILJXUHV�DUH�XQOLNHO\�WR�UHIOHFW�HLWKHU�WKH�DFWXDO�HYHQWXDO�FRVW�RI�SURYLGLQJ�
EHQHILWV�RU�WKH�OLNHO\�OHYHO�RI�FRQWULEXWLRQV�WR�IXQG�WKH�HPSOR\HU
V�REOLJDWLRQV�WR�WKH�)XQG��7KH�%DODQFH�6KHHW�SRVLWLRQ�PD\�
FKDQJH�VLJQLILFDQWO\�GXH�WR�UHODWLYH�FKDQJHV�LQ�WKH�HTXLW\�DQG�ERQG�PDUNHWV�DW�WKH�UHSRUWLQJ�GDWH�

7KH�PDLQ�ULVN�WR�WKH�&RXQFLO�LV�WKDW�LI�WKH�DVVXPSWLRQV�DUH�PRUH�SUXGHQW�WKDQ�RWKHU�HPSOR\HUV�LW�ZRXOG�OHDG�WR�D�SRRUHU�UHSRUWHG�
ILQDQFLDO�SRVLWLRQ�RU�LI�OHVV�SUXGHQW�DQ�LPSURYHG�ILQDQFLDO�SRVLWLRQ��7KLV�GRHV�QRW�KDYH�DQ�LPSDFW�RQ�WKH�XQGHUO\LQJ�FRVW�RI�WKH�
)XQG�QRU�WKH�OHYHO�RI�FRQWULEXWLRQV�WKDW�ZLOO�EH�GHULYHG�IURP�IXWXUH�IXQGLQJ�YDOXDWLRQV��

,Q�RUGHU�WR�DVVHVV�WKH�YDOXH�RI�WKH�HPSOR\HU
V�OLDELOLWLHV�LQ�WKH�)XQG�DW����0DUFK������WKH�DFWXDU\�KDV�UROOHG�IRUZDUG�WKH�YDOXH�RI�
OLDELOLWLHV�FDOFXODWHG�DW�WKH�ODWHVW�IRUPDO�YDOXDWLRQ�����0DUFK�������DOORZLQJ�IRU�WKH�GLIIHUHQW�ILQDQFLDO�DVVXPSWLRQV�UHTXLUHG�XQGHU�
WKH�$FFRXQWLQJ�6WDQGDUGV�DW�WKH�DFFRXQWLQJ�GDWH��,Q�FDOFXODWLQJ�WKH�FXUUHQW�VHUYLFH�FRVW��DOORZDQFH�KDV�EHHQ�PDGH�IRU�FKDQJHV�
LQ�WKH�HPSOR\HU
V�SHQVLRQDEOH�SD\UROO�DV�HVWLPDWHG�IURP�FRQWULEXWLRQ�LQIRUPDWLRQ��,Q�FDOFXODWLQJ�WKH�DVVHW�VKDUH�WKH�HPSOR\HU
V�
VKDUH�RI�DVVHWV�DOORFDWHG�DW�WKH�ODWHVW�YDOXDWLRQ�KDV�EHHQ�UROOHG�IRUZDUG��DOORZLQJ�IRU�LQYHVWPHQW�UHWXUQV��WKH�HIIHFW�RI�
FRQWULEXWLRQV�SDLG�LQWR�DQG�EHQHILWV�SDLG�IURP�WKH�)XQG�E\�WKH�HPSOR\HU�DQG�LWV�HPSOR\HHV�

7KH�HVWLPDWHG�OLDELOLW\�ZLOO�QRW�UHIOHFW�DQ\�GLIIHUHQFH�LQ�GHPRJUDSKLF�H[SHULHQFH�IURP�WKDW�DVVXPHG��WKH�LPSDFW�RI�GLIIHUHQFHV�LQ�
VDODU\�DQG�SHQVLRQ�LQFUHDVHV�DQG�FKDQJHV�IRU�VSHFLILF�LQGLYLGXDOV�DQG�WKH�HIIHFW�RI�DQ\�FKDQJHV�LQ�WKH�DJH�DQG�OHQJWK�RI�VHUYLFH�
VWUXFWXUH�RI�WKH�OLDELOLWLHV��,W�LV�QRW�SRVVLEOH�WR�UHIOHFW�WKHVH�ZLWKRXW�XQGHUWDNLQJ�D�IXOO�YDOXDWLRQ��7KHUH�LV�QR�UHDVRQ�WR�EHOLHYH�WKDW�
WKLV�ZLOO�LQWURGXFH�DQ\�XQGXH�GLVWRUWLRQV�LQ�WKH�UHVXOWV�

7KH�7HDFKHUV
�3HQVLRQ�6FKHPH�LV�D�GHILQHG�EHQHILW�VFKHPH��DGPLQLVWHUHG�E\�WKH�'HSDUWPHQW�IRU�(GXFDWLRQ��)XUWKHU�LQIRUPDWLRQ�
LV�LQFOXGHG�LQ�1RWH����

8QGHU�WKH�DUUDQJHPHQWV�IRU�3XEOLF�+HDOWK��VWDII�SHUIRUPLQJ�SXEOLF�KHDOWK�IXQFWLRQV�ZKR�ZHUH�FRPSXOVRULO\�WUDQVIHUUHG�IURP�WKH�
3ULPDU\�&DUH�7UXVWV�WR�ORFDO�DXWKRULWLHV�DQG�KDG�DFFHVV�WR�WKH�1+6�3HQVLRQ�6FKHPH�RQ����0DUFK������UHWDLQHG�DFFHVV�WR�WKDW�
6FKHPH�RQ�WUDQVIHU�DW���$SULO������

7KH�1+6�SHQVLRQ�VFKHPH�LV�DQ�XQIXQGHG��GHILQHG�EHQHILW�VFKHPH�WKDW�FRYHUV�1+6�HPSOR\HUV�DQG�LV�D�PXOWL�HPSOR\HU�GHILQHG�
EHQHILW�VFKHPH��)XUWKHU�LQIRUPDWLRQ�LV�LQFOXGHG�LQ�1RWH����
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7UDQVDFWLRQV�5HODWLQJ�WR�5HWLUHPHQW�%HQHILWV

7KH�FRVWV�RI�UHWLUHPHQW�EHQHILWV�LQ�WKH�QHW�FRVW�RI�VHUYLFHV�DUH�UHFRJQLVHG�ZKHQ�WKH\�DUH�HDUQHG�E\�HPSOR\HHV��UDWKHU�WKDQ�ZKHQ�WKH�
EHQHILWV�DUH�HYHQWXDOO\�SDLG�DV�SHQVLRQV��+RZHYHU��WKH�FKDUJH�UHTXLUHG�WR�EH�PDGH�DJDLQVW�WKH�&RXQFLO�7D[�LV�EDVHG�RQ�WKH�FDVK�SD\DEOH�
LQ�WKH�\HDU��VR�WKH�UHDO�FRVW�RI�UHWLUHPHQW�EHQHILWV�LV�UHYHUVHG�RXW�LQ�WKH�0RYHPHQW�LQ�5HVHUYHV�6WDWHPHQW��7KH�IROORZLQJ�WUDQVDFWLRQV�KDYH�
EHHQ�PDGH�LQ�WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�DQG�0RYHPHQW�LQ�5HVHUYHV�6WDWHPHQW�GXULQJ�WKH�\HDU�

������� ������� �
����V ����V

&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW
1HW�&RVW�RI�6HUYLFHV� � � � � � �
FXUUHQW�VHUYLFH�FRVW � � ������ ������� �
SDVW�VHUYLFH�FRVWV ����� ������ �
7RWDO�6HUYLFH�&RVW� ������ �������

)LQDQFLQJ�DQG�LQYHVWPHQW�LQFRPH�DQG�H[SHQGLWXUH
LQWHUHVW�LQFRPH�RQ�VFKHPH�DVVHWV �������� ��������
LQWHUHVW�FRVW�RQ�GHILQHG�EHQHILW�REOLJDWLRQ ������ ������
7RWDO�1HW�,QWHUHVW ������ ������
7RWDO�SRVW�HPSOR\PHQW�EHQHILWV�FKDUJHG�WR�WKH�
GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV

������� �������

5H�PHDVXUHPHQW�RI�WKH�1HW�'HILQHG�%HQHILW�
/LDELOLW\�FRPSULVLQJ�

UHWXUQ�RQ�SODQ�DVVHWV��H[FOXGLQJ�DPRXQWV�LQFOXGHG�
LQ�QHW�LQWHUHVW�

��������� �������

DFWXDULDO�JDLQV�DQG�ORVVHV�DULVLQJ�RQ�FKDQJHV�LQ�
GHPRJUDSKLF�DVVXPSWLRQV

� ���������

DFWXDULDO�JDLQV�DQG�ORVVHV�DULVLQJ�RQ�FKDQJHV�LQ�
ILQDQFLDO�DVVXPSWLRQV

������� ���������

RWKHU�H[SHULHQFH�UH�PHDVXUHPHQWV ����� ���������
7RWDO�UHPHDVXUHPHQWV�UHFRJQLVHG�LQ�RWKHU�
FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH

������ ���������

7KH�DPRXQW�FKDUJHG�WR�RWKHU�FRPSUHKHQVLYH�
LQFRPH�DQG�H[SHQGLWXUH�VWDWHPHQW

������ ������

0RYHPHQW�LQ�5HVHUYHV�6WDWHPHQW �
5HYHUVDO�RI�WKH�FKDUJHV�WR�WKH�GHILFLW�RQ�WKH�
SURYLVLRQ�RI�VHUYLFHV�DQG�WKH�DPRXQWV�FKDUJHDEOH�
WR�WKH�JHQHUDO�IXQG�XQGHU�UHJXODWLRQ

��������� ���������

(PSOR\HU
V�FRQWULEXWLRQ�SD\DEOH�WR�VFKHPH ������ ������
(PSOR\HU
V�FRQWULEXWLRQ�UH��XQIXQGHG�GHILFLW ������ ������

$VVHWV�DQG�/LDELOLWLHV�LQ�5HODWLRQ�WR�5HWLUHPHQW�%HQHILWV

3UHVHQW�YDOXH�RI�WKH�VFKHPH�OLDELOLWLHV�

)XQGHG�/LDELOLWLHV��
/RFDO�*RYHUQPHQW�
3HQVLRQ�6FKHPH

������� �������
����V ����V

%DODQFH�DW���$SULO ��������� ���������
&XUUHQW�VHUYLFH�FRVW ������ �������
,QWHUHVW�FRVW�RQ�GHILQHG�EHQHILW�REOLJDWLRQ ������ ������
&RQWULEXWLRQV�E\�VFKHPH�SDUWLFLSDQWV ������ ������
&KDQJHV�LQ�ILQDQFLDO�DVVXPSWLRQV ������� ���������
&KDQJHV�LQ�GHPRJUDSKLF�DVVXPSWLRQV � ���������
2WKHU�H[SHULHQFH�UH�PHDVXUHPHQWV ����� ���������
8QIXQGHG�EHQHILWV�SDLG �������� ��������
%HQHILWV�SDLG ��������� ���������
3DVW�VHUYLFH�FRVW�LQFOXGLQJ�FXUWDLOPHQWV ����� ������
%DODQFH�DW����0DUFK ��������� ���������

)DLU�YDOXH�RI�WKH�VFKHPH�DVVHWV�

/RFDO�*RYHUQPHQW�
3HQVLRQ�6FKHPH

������� �������
����V ����V

%DODQFH�DW���$SULO ����������� �����������
,QWHUHVW�LQFRPH�RQ�SODQ�DVVHWV �������� ��������
5HWXUQ�RQ�DVVHWV��H[FOXGLQJ�DPRXQWV�LQFOXGHG�LQ�
QHW�LQWHUHVW�

��������� �������
&RQWULEXWLRQV�LQ�UHVSHFW�RI�XQIXQGHG�EHQHILWV �������� ��������
(PSOR\HU�FRQWULEXWLRQV �������� ��������
&RQWULEXWLRQV�E\�VFKHPH�SDUWLFLSDQWV �������� ��������
%HQHILWV�SDLG ������� �������
8QIXQGHG�EHQHILWV�SDLG ������ ������
%DODQFH�DW����0DUFK ����������� �����������
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7KH�&RXQFLO
V�VKDUH�RI�SHQVLRQ�IXQG�DVVHWV�LV�UROOHG�IRUZDUG��E\�WKH�DFWXDU\��IURP�WKH�ODWHVW�IRUPDO�YDOXDWLRQ�GDWH��7KH�UROO�IRUZDUG�DPRXQW�
LV�WKHQ�DGMXVWHG�IRU�LQYHVWPHQW�UHWXUQV��WKH�HIIHFWLYH�FRQWULEXWLRQV�SDLG�LQWR�DQG�HVWLPDWHG�EHQHILWV�SDLG�IURP�WKH�IXQG�E\�WKH�&RXQFLO�DQG�
LWV�HPSOR\HHV��$V�VXFK�WKLV�HVWLPDWH�PD\�GLIIHU�IURP�WKH�DFWXDO�DVVHWV�KHOG�E\�WKH�3HQVLRQ�)XQG�DW����0DUFK�

1HW�/LDELOLW\�IRU�<HDU

� ������� �������
� ����V ����V

3UHVHQW�YDOXH�RI�IXQGHG�OLDELOLWLHV � ����������� �����������

3UHVHQW�YDOXH�RI�XQIXQGHG�OLDELOLWLHV ��������� ���������
)DLU�YDOXH�RI�DVVHWV � ��������� ���������
1HW�/LDELOLW\�DULVLQJ�IURP�'HILQHG�%HQHILW�
REOLJDWLRQ

��������� ���������

7KH�OLDELOLWLHV�VKRZ�WKH�XQGHUO\LQJ�FRPPLWPHQW�WKDW�WKH�&RXQFLO�KDV�LQ�WKH�ORQJ�UXQ�WR�SD\�UHWLUHPHQW�EHQHILWV��7KH�WRWDO�OLDELOLW\�RI�
�������������LV�LQFOXGHG�ZLWKLQ�WKH�QHW�ZRUWK�RI�WKH�&RXQFLO�ZKLFK�KDV�LQFUHDVHG�E\��������������DV�UHFRUGHG�LQ�WKH�EDODQFH�VKHHW�
UHVXOWLQJ�LQ�D�SRVLWLYH�RYHUDOO�EDODQFH�RI����������������

7KH�GHILFLW�RQ�WKH�/RFDO�*RYHUQPHQW�6FKHPH�ZLOO�EH�PDGH�JRRG�E\�LQFUHDVHG�FRQWULEXWLRQV�RYHU�WKH�UHPDLQLQJ�ZRUNLQJ�OLIH�RI�HPSOR\HHV��
DV�DVVHVVHG�E\�WKH�VFKHPH�DFWXDU\��7KH�QH[W�WULHQQLDO�YDOXDWLRQ�LV�DW����0DUFK�������

7KH�WRWDO�FRQWULEXWLRQV�H[SHFWHG�WR�EH�PDGH�WR�WKH�/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH�E\�WKH�&RXQFLO�LQ�WKH�\HDU�WR����0DUFK������LV�
������������

%DVLV�IRU�(VWLPDWLQJ�$VVHWV�DQG�/LDELOLWLHV

$VVHWV�DQG�OLDELOLWLHV�KDYH�EHHQ�DVVHVVHG�RQ�DQ�DFWXDULDO�EDVLV�E\�+\PDQV�5REHUWVRQ��DQ�LQGHSHQGHQW�ILUP�RI�DFWXDULHV��

7KH�PDLQ�DVVXPSWLRQV�XVHG�LQ�WKHLU�FDOFXODWLRQV�KDYH�EHHQ�

������� �������
0RUWDOLW\�DVVXPSWLRQV�
/RQJHYLW\�DW����IRU�FXUUHQW�SHQVLRQHUV
0HQ �����\HDUV �����\HDUV
:RPHQ �����\HDUV �����\HDUV

/RQJHYLW\�DW����IRU�IXWXUH�SHQVLRQHUV�
0HQ �����\HDUV �����\HDUV
:RPHQ �����\HDUV �����\HDUV

5DWH�RI�LQFUHDVH�LQ�VDODULHV� ���� ����
5DWH�RI�LQFUHDVH�LQ�SHQVLRQV ���� ����
'LVFRXQW�UDWH ���� ����
7DNH�XS�RI�RSWLRQ�WR�FRQYHUW�DQQXDO�SHQVLRQ�LQWR�UHWLUHPHQW�OXPS�VXP���SUH�
$SULO�����

����� �����

7DNH�XS�RI�RSWLRQ�WR�FRQYHUW�DQQXDO�SHQVLRQ�LQWR�UHWLUHPHQW�OXPS�VXP���SRVW�
$SULO�����

����� �����

�)LJXUHV�DVVXPH�PHPEHUV�DJHG����DV�DW�WKH�ODVW�IRUPDO�YDOXDWLRQ�GDWH�

7KH�HVWLPDWH�RI�WKH�GHILQHG�EHQHILW�REOLJDWLRQ�LV�VHQVLWLYH�WR�WKH�DFWXDULDO�DVVXPSWLRQV�VHW�RXW�LQ�WKH�WDEOH�DERYH��

&KDQJHV�LQ�DVVXPSWLRQV�DW����0DUFK����� ��
LQFUHDVH�

WR�
(PSOR\HU�
/LDELOLW\

����V �

�����GHFUHDVH�LQ�UHDO�GLVFRXQW�UDWH �� �������
�����LQFUHDVH�LQ�WKH�VDODU\�LQFUHDVH�UDWH �� ������
�����LQFUHDVH�LQ�WKH�SHQVLRQ�LQFUHDVH�UDWH �� �������

7KH�SULQFLSDO�GHPRJUDSKLF�DVVXPSWLRQ�LV�WKH�ORQJHYLW\�DVVXPSWLRQ��L�H��PHPEHU�OLIH�H[SHFWDQF\���)RU�VHQVLWLYLW\�SXUSRVHV�LW�LV�HVWLPDWHG�
WKDW�D�RQH�\HDU�LQFUHDVH�LQ�OLIH�H[SHFWDQF\�ZRXOG�LQFUHDVH�WKH�(PSOR\HUV�'HILQHG�%HQHILW�2EOLJDWLRQ�E\���WR����

7KLV�LV�QRW�D�IXOO�OLVW�RI�WKH�DVVXPSWLRQV�XVHG��)RU�H[DPSOH�FKDQJHV�WR�WKH�DVVXPHG�OHYHO�RI�ZLWKGUDZDOV�IURP�WKH�VFKHPH�DQG�WKH�QXPEHU�
RI�LOO�KHDOWK�UHWLUHPHQWV�ZLOO�DOVR�KDYH�DQ�HIIHFW��+RZHYHU�WKH�DVVXPSWLRQV�LQ�WKH�WDEOH�DERYH�ZLOO�KDYH�WKH�PRVW�LPSDFW��

7KH�WDEOH�VKRZV�WKH�HIIHFW�RI�FKDQJHV�WR�HDFK�DVVXPSWLRQ�LQ�LVRODWLRQ��,W�LV�SRVVLEOH�IRU�WKH�H[SHULHQFH�RI�WKH�)XQG�WR�GHYLDWH�IURP�PRUH�
WKDQ�RQH�RI�WKH�DVVXPSWLRQV�VLPXOWDQHRXVO\�DQG�VR�WKH�SUHFLVH�HIIHFW�RQ�WKH�YDOXDWLRQ�LV�PRUH�FRPSOH[�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7KH�DVVHWV�FRQVLVW�RI�WKH�IROORZLQJ�FDWHJRULHV��E\�SURSRUWLRQ�RI�WKH�WRWDO�DVVHWV�KHOG�

�<HDU�(QGHG����0DUFK����� �<HDU�(QGHG����0DUFK�����
4XRWHG�
3ULFHV�LQ�
$FWLYH�
0DUNHWV

4XRWHG�
3ULFHV�QRW�
LQ�$FWLYH�
0DUNHWV

7RWDO 4XRWHG�
3ULFHV�LQ�
$FWLYH�
0DUNHWV

4XRWHG�
3ULFHV�QRW�
LQ�$FWLYH�
0DUNHWV

7RWDO

����V ����V ����V � ����V ����V ����V �
(TXLW\�VHFXULWLHV
&RQVXPHU ������� � ������� �� ������� � ������� ��
0DQXIDFWXULQJ ������� � ������� �� ������� � ������� ��
(QHUJ\�DQG�XWLOLWLHV ������� � ������� �� ������� � ������� ��
)LQDQFLDO�LQVWLWXWLRQV ������� � ������� �� ������� � ������� ���
+HDOWK�DQG�FDUH ������ � ������ �� ������� � ������� ��
,QIRUPDWLRQ�WHFKQRORJ\ ������ � ������ �� ������� � ������� ��
2WKHU ������ � ������ �� ������ � ������ ��
'HEW�VHFXULWLHV
&RUSRUDWH�ERQGV��LQYHVWPHQW�JUDGH� ������� � ������� �� ������� � ������� ��
8.�JRYHUQPHQW ������ � ������ �� � � � ��
2WKHU ������ � ������ �� ������ � ������ ��
3ULYDWH�HTXLW\
$OO � ������� ������� �� � ������� ������� ��
5HDO�HVWDWH
8.�SURSHUW\ � ������� ������� �� � ������� ������� ��
,QYHVWPHQW�IXQGV�DQG�XQLW�WUXVWV
(TXLWLHV ������� � ������� ��� ������� � ������� ���
%RQGV ������� � ������� ��� ������� � ������� ���
,QIUDVWUXFWXUH � ������� ������� �� � ������� ������� ��
2WKHU ������ ������� ������� ��� ������ ������� ������� ���
'HULYDWLYHV
2WKHU ����� � ����� �� � � � ��
&DVK�DQG�FDVK�HTXLYDOHQWV
$OO ������ � ������ �� ������ � ������ ��

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

1RWH�����7HDFKHUV
�3HQVLRQ�6FKHPH

$OWKRXJK�WKH�VFKHPH�LV�XQIXQGHG��WKH�'HSDUWPHQW�IRU�(GXFDWLRQ��'I(��XVHV�D�QRWLRQDO�IXQG�DV�WKH�EDVLV�IRU�FDOFXODWLQJ�WKH�HPSOR\HU
V�
FRQWULEXWLRQ�UDWH�SDLG�E\�ORFDO�HGXFDWLRQ�DXWKRULWLHV��+RZHYHU��LW�LV�QRW�SRVVLEOH�IRU�WKH�&RXQFLO�WR�LGHQWLI\�D�VKDUH�RI�WKH�XQGHUO\LQJ�
OLDELOLWLHV�LQ�WKH�VFKHPH�DWWULEXWDEOH�WR�LWV�RZQ�HPSOR\HHV��$OWKRXJK�WKH�WHDFKHUV
�SHQVLRQ�VFKHPH�LV�D�GHILQHG�EHQHILWV�VFKHPH��IRU�WKH�
SXUSRVHV�RI�WKH�VWDWHPHQW�RI�DFFRXQWV�LW�LV�DFFRXQWHG�IRU�RQ�WKH�VDPH�EDVLV�DV�D�GHILQHG�FRQWULEXWLRQV�VFKHPH��7KH�&RXQFLO�LV�UHVSRQVLEOH�
IRU�WKH�FRVWV�RI�DQ\�DGGLWLRQDO�EHQHILWV�DZDUGHG�XSRQ�HDUO\�UHWLUHPHQW�RXWVLGH�RI�WKH�WHUPV�RI�WKH�7HDFKHUV
�VFKHPH��7KHVH�EHQHILWV�DUH�
IXOO\�DFFUXHG�LQ�WKH�SHQVLRQV�OLDELOLW\�GHVFULEHG�LQ�1RWH����

7KH�SHQVLRQ�FRVWV�FKDUJHG�WR�WKH�DFFRXQWV�DUH�DW�WKH�FRQWULEXWLRQ�UDWH�VHW�E\�WKH�'I(�RQ�WKH�EDVLV�RI�D�QRWLRQDO�IXQG���,Q���������WKH�
&RXQFLO
V�FRQWULEXWLRQ�WR�WKH�'I(�LQ�UHVSHFW�RI�WHDFKHUV
�SHQVLRQ�FRVWV�ZDV�������������������������������������WKH�VHW�FRQWULEXWLRQ�UDWH�
EHLQJ��������IRU�WKH�SHULRG�WR����$XJXVW�������WKHQ��������IURP���6HSWHPEHU������WR����0DUFK�������������������������

7KH�WRWDO�FRQWULEXWLRQV�H[SHFWHG�WR�EH�PDGH�WR�WKH�7HDFKHUV
�3HQVLRQ�6FKHPH�E\�WKH�&RXQFLO�LQ�WKH�\HDU�WR����0DUFK������LV�
������������

,Q�DGGLWLRQ��WKH�&RXQFLO�LV�UHVSRQVLEOH�IRU�DOO�SHQVLRQ�SD\PHQWV�UHODWLQJ�WR�DGGHG�\HDUV�LW�KDV�DZDUGHG��WRJHWKHU�ZLWK�UHODWHG�LQFUHDVHV��,Q�
��������WKHVH�DPRXQWHG�WR���������������������������������RI�ZKLFK���������������������������������UHODWHV�WR�IRUPHU�HVWDEOLVKPHQW�
HPSOR\HHV�DQG�LV�UHIXQGHG�E\�WKH�+LJKHU�(GXFDWLRQ�)XQGLQJ�&RXQFLO�

1RWH�����1DWLRQDO�+HDOWK�6HUYLFH�3HQVLRQ�6FKHPH

7KH�1+6�SHQVLRQ�VFKHPH�LV�DQ�XQIXQGHG��GHILQHG�EHQHILW�VFKHPH�WKDW�FRYHUV�1+6�HPSOR\HUV�DQG�LV�D�PXOWL�HPSOR\HU�GHILQHG�EHQHILW�
VFKHPH��7KLV�PHDQV�WKDW�OLDELOLWLHV�IRU�EHQHILWV�FDQQRW�EH�LGHQWLILHG�WR�WKH�&RXQFLO��7KH�VFKHPH�LV�WKHUHIRUH�DFFRXQWHG�IRU�DV�D�GHILQHG�
FRQWULEXWLRQ�VFKHPH�±�QR�OLDELOLW\�IRU�IXWXUH�SD\PHQWV�RI�EHQHILWV�LV�UHFRJQLVHG�LQ�WKH�%DODQFH�6KHHW�DQG�WKH�$GXOWV�6RFLDO�&DUH�OLQH�ZLWKLQ�
WKH�&RPSUHKHQVLYH�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW�LV�FKDUJHG�ZLWK�WKH�HPSOR\HU¶V�FRQWULEXWLRQV�SD\DEOH�LQ�WKH�\HDU�

,Q���������WKH�&RXQFLO
V�FRQWULEXWLRQ�LQ�UHVSHFW�RI�IRUPHU�1+6�VWDII�SHQVLRQ�FRVWV�ZDV������������������LQ�����������WKH�VHW�FRQWULEXWLRQ�
UDWH�EHLQJ��������������LQ�����������

��
1RWH�����&RQWLQJHQW�$VVHWV�DQG�/LDELOLWLHV

&RQWLQJHQW�$VVHWV

D��$V�SDUW�RI�WKH�3O\PRXWK�*URYH�DQG�0LOHV�3ODWWLQJ�3),�FRQWUDFWV�WKH�RSHUDWRUV�DUH�DEOH�WR�HDUQ�LQFRPH�IURP�WKH�VDOH�RI�SURSHUWLHV��7KHUH�
LV�D�SURILW�VKDUH�PHFKDQLVP�LQ�SODFH�LQ�UHODWLRQ�WR�WKLV�LQFRPH�ZLWK�WKH�&RXQFLO�EHQHILWWLQJ�IURP�D�VKDUH�RI�WKH�SURILWV��7KH�VFDOH�RI�WKLV�
SURILW�VKDUH�FDQQRW�EH�DVVHVVHG�

E��$V�SDUW�RI�WKH�%RZHV�6WUHHW�5HJHQHUDWLRQ�6FKHPH�LQ�0RVV�6LGH�WKH�&RXQFLO�KDV�SURYLGHG�KRPHEX\HUV��SXUFKDVLQJ�WKH�UHQRYDWHG�
SURSHUWLHV��HTXLW\�PRUWJDJH�ORDQV�IRU�XS�WR�����RI�WKH�SURSHUW\�YDOXH��$V�WKHVH�ORDQV�DUH�UHSD\DEOH�RQ�WKH�VDOH�RI�WKH�SURSHUW\�RU�LI�WKH�
KRPHEX\HU�GHFLGHV�WR�UHSD\�WKH�ORDQ�EHIRUH�VDOH��WKH�WLPLQJ�RI�WKH�UHFHLSW�FDQQRW�EH�DVVHVVHG��7KXV�D�GHEWRU�KDV�QRW�EHHQ�UHFRJQLVHG�RQ�
WKH�&RXQFLO
V�EDODQFH�VKHHW�

&RQWLQJHQW�/LDELOLWLHV

7KHUH�DUH�QR�&RQWLQJHQW�/LDELOLWLHV�UHSRUWHG�

Page 135

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_120
122



0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����5HODWHG�3DUW\�7UDQVDFWLRQV

7KH�&RGH�RI�3UDFWLFH�RQ�/RFDO�$XWKRULW\�$FFRXQWLQJ�UHTXLUHV�WKH�GLVFORVXUH�RI�DQ\�PDWHULDO�WUDQVDFWLRQV�
ZLWK�UHODWHG�SDUWLHV�WR�HQVXUH�WKDW�VWDNHKROGHUV�DUH�DZDUH�WKDW�WKHVH�WUDQVDFWLRQV�KDYH�WDNHQ�SODFH�DQG�
WKH�DPRXQW�DQG�LPSOLFDWLRQV�RI�VXFK�WUDQVDFWLRQV�

$OO�PDWHULDO�UHODWHG�SDUW\�WUDQVDFWLRQV�DUH�GLVFORVHG�EHORZ�

������� �������
,QFRPH ����V ����V
&HQWUDO�*RYHUQPHQW���UHYHQXH�JUDQWV ������� ������� D
&HQWUDO�*RYHUQPHQW���FDSLWDO�JUDQWV ������� ������ D
*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\���FDSLWDO�FRQWULEXWLRQ ������ ������ E
0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG���GLYLGHQG ������ ������ F
0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG���UHSD\PHQW�RI�LQWHUHVW ������ ������ F
0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG���QHW�UHQW ����� ����� F
0DQFKHVWHU�&OLQLFDO�&RPPLVVLRQLQJ�*URXSV ����� ������ I
'HVWLQDWLRQ�0DQFKHVWHU�/WG���LQWHUHVW�RQ�ORDQV ��� ��� F
'HVWLQDWLRQ�0DQFKHVWHU�/WG���UHSD\PHQW�RI�ORDQ�SULQFLSDO ��� � F
1RUWKZDUGV�+RXVLQJ�/WG��FDSLWDO�DQG�UHYHQXH�LQFRPH� ����� ����� J
� ������� �������

������� �������
([SHQGLWXUH ����V ����V
*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\���OHY\ ������ ������ E
*UHDWHU�0DQFKHVWHU�:DVWH�'LVSRVDO�$XWKRULW\���OHY\ ������ ������ E

*UHDWHU�0DQFKHVWHU�3ROLFH�DQG�&ULPH�&RPPLVVLRQHU���SUHFHSW �������� �������� E
*UHDWHU�0DQFKHVWHU�)LUH�DQG�5HVFXH�$XWKRULW\���SUHFHSW ������� ������� E
*UHDWHU�0DQFKHVWHU�)LUH�DQG�5HVFXH�$XWKRULW\���VKDUH�RI�EXVLQHVV�
UDWHV ������� ������� E
*UHDWHU�0DQFKHVWHU�3HQVLRQ�)XQG���HPSOR\HU
V�FRQWULEXWLRQV �������� �������� G
7HDFKHUV
�3HQVLRQ�$JHQF\���HPSOR\HU
V�FRQWULEXWLRQV �������� �������� H
0DQFKHVWHU�&OLQLFDO�&RPPLVVLRQLQJ�*URXSV ������� ������� I
1RUWKZDUGV�+RXVLQJ�/WG��FDSLWDO�DQG�UHYHQXH�VSHQG� �������� �������� J
0DQFKHVWHU�:RUNLQJ�/WG��FDSLWDO�DQG�UHYHQXH�VSHQG� �������� ��� J

������� �������

7KH�FUHGLWRU�DQG�GHEWRU�EDODQFHV�IRU�UHODWHG�SDUWLHV�DUH�VKRZQ�LQ�QRWHV����DQG����
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

0HPEHUV�DQG�&KLHI�2IILFHUV
0HPEHUV�RI�WKH�&RXQFLO�KDYH�D�GLUHFW�FRQWURO�RYHU�WKH�&RXQFLO
V�ILQDQFLDO�DQG�RSHUDWLQJ�SROLFLHV��7KH�
WRWDO�RI�0HPEHUV
�$OORZDQFHV�SDLG�LQ���������LV�VHW�RXW�LQ�1RWH�����'HWDLOV�RI�PHPEHU
V�LQWHUHVW��ERWK�
SHFXQLDU\�DQG�QRQ�ILQDQFLDO�DUH�UHFRUGHG�LQ�WKH�UHJLVWHU�RI�PHPEHU
V�LQWHUHVW��DYDLODEOH�IRU�SXEOLF�
LQVSHFWLRQ���'XULQJ���������WKHUH�ZHUH�QR�UHSRUWHG�PDWHULDO�WUDQVDFWLRQV�ZLWK�UHODWHG�SDUWLHV�DGYLVHG�
E\�PHPEHUV�RU�RIILFHUV�

D��&HQWUDO�*RYHUQPHQW�
&HQWUDO�*RYHUQPHQW�KDV�HIIHFWLYH�FRQWURO�RYHU�WKH�JHQHUDO�RSHUDWLRQV�RI�WKH�&RXQFLO��,W�LV�UHVSRQVLEOH�
IRU�SURYLGLQJ�WKH�IUDPHZRUN�ZLWKLQ�ZKLFK�WKH�&RXQFLO�RSHUDWHV�DQG�SURYLGHV�WKH�PDMRULW\�RI�LWV�IXQGLQJ�LQ�
WKH�IRUPV�RI�JUDQWV�DQG�SUHVFULEHV�WKH�WHUPV�RI�PDQ\�RI�WKH�WUDQVDFWLRQV�WKDW�WKH�$XWKRULW\�KDV�ZLWK�
RWKHU�SDUWLHV��H�J��FRXQFLO�WD[�ELOOV�DQG�KRXVLQJ�EHQHILWV��

7KH�LQFUHDVH�LQ�&DSLWDO�*UDQWV�ZDV�GXH�WR�LQFUHDVH�LQ�%DVLF�1HHGV�*UDQW�
7KH�DZDUG�RI�%DVLF�1HHG�*UDQW�LV�EDVHG�RQ�DQ�DVVHVVPHQW�E\�JRYHUQPHQW�RI�WKH�IRUHFDVW�SXSLO�
SRSXODWLRQ�LQ�DXWKRULWLHV��,Q�0DQFKHVWHU�VLJQLILFDQW�JURZWK�ZDV�IRUHFDVW��WKHUHIRUH�WKH�OHYHO�RI�JUDQW�
IXQGLQJ�DOVR�LQFUHDVHG�VLJQLILFDQWO\�

*UDQW�GHWDLOV�DUH�VHW�RXW�LQ�1RWHV����DQG�����&HQWUDO�*RYHUQPHQW�GHEWRUV�DQG�FUHGLWRUV�DUH�VHW�RXW�LQ�
1RWHV����DQG����

E��2WKHU�3XEOLF�%RGLHV
7KH�&RXQFLO�SD\V�OHYLHV�WRZDUGV�WKH�VHUYLFHV�SURYLGHG�E\�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�
�*0&$��IRU�WKH�PDQDJHPHQW�DQG�GLVSRVDO�RI�KRXVHKROG�ZDVWH�DQG�IRU�SXEOLF�WUDQVSRUW��HFRQRPLF�
GHYHORSPHQW�DQG�UHJHQHUDWLRQ�DFWLYLWLHV��7KH�*0&$�3ROLFH�DQG�)LUH�DQG�5HVFXH�HOHPHQWV�VHW�WKHLU�
RZQ�FKDUJH�WR�FRXQFLO�WD[�SD\HUV�ZKLFK�LV�WKHQ�LQFOXGHG�LQ�WKH�FRXQFLO�WD[�ELOO��7KLV�LV�NQRZQ�DV�WKH�
SUHFHSW�

7KH�&RXQFLO�SD\V����RI�WKH�HVWLPDWHG�%XVLQHVV�5DWHV�GXH�WR�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�
$XWKRULW\�)LUH�DQG�5HVFXH�HOHPHQW�

F��(QWLWLHV�FRQWUROOHG�RU�VLJQLILFDQWO\�LQIOXHQFHG�E\�WKH�&RXQFLO
7KH�&RXQFLO�KDV�D�QXPEHU�RI�VXEVLGLDULHV�RYHU�ZKLFK�LW�KDV�FRQWURO�DQG�DVVRFLDWH�DQG�MRLQW�YHQWXUH�
FRPSDQLHV�RYHU�ZKLFK�LW�H[HUWV�VLJQLILFDQW�LQIOXHQFH��0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�LV�D�MRLQW�YHQWXUH�
DQG�'HVWLQDWLRQ�0DQFKHVWHU�/WG�LV�D�VXEVLGLDU\��WKH�&RXQFLO�DQG�WKHVH�RUJDQLVDWLRQV�KDYH�UHODWHG�SDUW\�
WUDQVDFWLRQV�WKDW�DUH�FRQVLGHUHG�WR�EH�PDWHULDO�

0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG
7KH�&RXQFLO�LV�D�UHODWHG�SDUW\�WR�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG��7KH�&RXQFLO�RZQV�������RI�WKH�
VKDUH�FDSLWDO�RI�WKH�FRPSDQ\��7KH�SULQFLSDO�DFWLYLWLHV�RI�WKH�*URXS�GXULQJ�WKH�\HDU�ZHUH�RZQHUVKLS��
RSHUDWLRQ�DQG�GHYHORSPHQW�RI�DLUSRUW�IDFLOLWLHV��&OOU�6LU�5LFKDUG�/HHVH��WKH�/HDGHU�RI�WKH�&RXQFLO��LV�D�
QRQ�H[HFXWLYH�GLUHFWRU�WR�0DQFKHVWHU�$LUSRUWV�+ROGLQJV�/WG�

'HVWLQDWLRQ�0DQFKHVWHU�/WG��'0/�
'HVWLQDWLRQ�0DQFKHVWHU�/WG�
V�XOWLPDWH�SDUHQW�DQG�FRQWUROOLQJ�SDUW\�LV�0DQFKHVWHU�&LW\�&RXQFLO��
'HVWLQDWLRQ�0DQFKHVWHU�/WG�RZQV�DQG�PDQDJHV�WKH�0DQFKHVWHU�&HQWUDO�&RQYHQWLRQ�&RPSOH[��ZKLFK�
KROGV�PDMRU�FRQIHUHQFHV�DQG�H[KLELWLRQV��7KH�GLUHFWRU�ZKR�VHUYHG�WKH�FRPSDQ\�GXULQJ�WKH�\HDU�ZDV�WKH�
'HSXW\�&KLHI�([HFXWLYH�DQG�&LW\�7UHDVXUHU��&DURO�&XOOH\�

G��*UHDWHU�0DQFKHVWHU�3HQVLRQ�)XQGV
7KH�/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH�LV�D�IXOO\�IXQGHG�GHILQHG�EHQHILWV�VFKHPH��3HQVLRQ�GHWDLOV�DUH�
VHW�RXW�LQ�1RWH����
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

7KH�/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH�LV�D�IXOO\�IXQGHG�GHILQHG�EHQHILWV�VFKHPH��3HQVLRQ�GHWDLOV�DUH�
VHW�RXW�LQ�1RWH����

H��7HDFKHU
V�3HQVLRQ�$JHQF\
7KH�SHQVLRQ�FRVWV�FKDUJHG�DUH�DW�WKH�FRQWULEXWLRQ�UDWH�VHW�E\�WKH�'HSDUWPHQW�IRU�(GXFDWLRQ�RQ�WKH�
EDVLV�RI�D�QRWLRQDO�IXQG��7HDFKHU
V�SHQVLRQ�GHWDLOV�DUH�VHW�RXW�LQ�1RWH����

I��0DQFKHVWHU�&OLQLFDO�&RPPLVVLRQLQJ�*URXS��&&*��DQG�0DQFKHVWHU�+HDOWK�DQG�&DUH�
&RPPLVVLRQLQJ��0+&&�
7KH�REMHFWLYH�RI�WKH�0DQFKHVWHU�&&*�LV�WR�HQVXUH�WKDW�SHRSOH�LQ�0DQFKHVWHU�KDYH�DFFHVV�WR�KLJK�
TXDOLW\��VDIH�KHDOWK�VHUYLFHV�ZKHQ�WKH\�QHHG�WKHP��0DQFKHVWHU�&&*�FRPPLVVLRQ�KHDOWKFDUH�VHUYLFHV�
LQFOXGLQJ�FRPPXQLW\�KHDOWK�VHUYLFHV�DQG�PHQWDO�KHDOWK�DQG�OHDUQLQJ�GLVDELOLW\�VHUYLFHV�

0DQFKHVWHU�+HDOWK�DQG�&DUH�&RPPLVVLRQLQJ��0+&&��LV�D�SDUWQHUVKLS�EHWZHHQ�0DQFKHVWHU�&&*�DQG�
0DQFKHVWHU�&LW\�&RXQFLO��HVWDEOLVKHG�LQ�������DQG�LV�UHVSRQVLEOH�IRU�WKH�FRPPLVVLRQLQJ�RI�KHDOWK��
SXEOLF�KHDOWK�DQG�DGXOW�VRFLDO�FDUH�VHUYLFHV�LQ�WKH�FLW\�RI�0DQFKHVWHU���7KLV�VXSSRUWV�WKH�YLVLRQ�IRU�D�
6LQJOH�&RPPLVVLRQLQJ�)XQFWLRQ�DFURVV�WKH�&LW\�RI�0DQFKHVWHU���7KHVH�DUUDQJHPHQWV�DOORZ�IRU�WKH�
VKDULQJ�RI�+HDOWK�DQG�6RFLDO�&DUH�UHVRXUFHV�IRU�WKH�EHVW�XVH�IRU�WKH�SRSXODWLRQ�LQ�0DQFKHVWHU���7KLV�
HIIHFWLYHO\�DOORZV�KHDOWK�RU�VRFLDO�FDUH�UHVRXUFH�WR�EH�UH�SXUSRVHG�IRU�WKH�EHVW�XVH�RI�WKH�SRSXODWLRQ�LQ�
0DQFKHVWHU���7KURXJK�LQWHJUDWHG�ZRUNLQJ�WKLV�PD\�PHDQ�IXQGLQJ�PRYHV�DURXQG�WKH�KHDOWK�DQG�VRFLDO�
FDUH�V\VWHP��7KH�WUDQVDFWLRQV�EHWZHHQ�WKH�&RXQFLO�DQG�&&*�PDLQO\�UHIOHFWV�WKH�FRVWV�RI�WKH�QHZ�
LQWHJUDWHG�FDUH�PRGHOV�ZKLFK�DUH�IXQGHG�IURP�DSSURYHG�IXQGLQJ�VRXUFHV��VXFK�DV�*UHDWHU�0DQFKHVWHU�
WUDQVIRUPDWLRQ�IXQGLQJ�RU�LGHQWLILHG�FRPPLVVLRQHU�EXGJHWV����

J��6XEVLGLDULHV�RU�DVVRFLDWHV�RI�WKH�&RXQFLO��
7KHVH�RUJDQLVDWLRQV�DUH�QRW�FRQVROLGDWHG�LQWR�WKH�&RXQFLO
V�JURXS�DFFRXQWV�EHFDXVH�WKH\�DUH�
QRW�PDWHULDO�
7KHVH�RUJDQLVDWLRQV�DUH�QRW�FRQVROLGDWHG�LQWR�WKH�&RXQFLO
V�JURXS�DFFRXQWV�EHFDXVH�WKH\�DUH�QRW�
PDWHULDO�

1RUWKZDUGV�+RXVLQJ�/WG
1RUWKZDUGV�+RXVLQJ�/WG�LV�DQ�$UPV�/HQJWK�0DQDJHPHQW�2UJDQLVDWLRQ�OLPLWHG�E\�JXDUDQWHH��DQG�
WKHUHIRUH�D�VXEVLGLDU\�RI�WKH�&RXQFLO��0DQFKHVWHU�&LW\�&RXQFLO�LV�WKH�XOWLPDWH�SDUHQW�XQGHUWDNLQJ�

7KH�SULQFLSDO�DFWLYLW\�RI�1RUWKZDUGV�+RXVLQJ�/WG�LV�WKH�PDQDJHPHQW�DQG�PDLQWHQDQFH�RI�0DQFKHVWHU�
&LW\�&RXQFLO¶V�KRXVLQJ�VWRFN�LQ�1RUWK�0DQFKHVWHU�

0DQFKHVWHU�:RUNLQJ
0DQFKHVWHU�:RUNLQJ�ZDV�UHVSRQVLEOH�IRU�XQGHUWDNLQJ�UHSDLUV�DQG�PDLQWHQDQFH�RI�FRXQFLO�KRXVHV�
PDQDJHG�E\�1RUWKZDUGV�DQG�WKH�IDFLOLWLHV�PDQDJHPHQW�HVWDWH�IRU�WKH�&RXQFLO��WKH�&RXQFLO�GLG�QRW�KDYH�
D�FRQWUDFW�ZLWK�0DQFKHVWHU�:RUNLQJ�LQ���������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����7UXVW�)XQGV

7KH�&RXQFLO�DGPLQLVWHUHG�VHYHUDO�FKDULWDEOH�WUXVWV��MRLQW�FRPPLWWHHV�DQG�VSHFLDO�IXQGV�GXULQJ�WKH�\HDU��
ZKLFK�LQ�WKH�PDLQ�UHSUHVHQW�IXQGV�WKDW�KDYH�EHHQ�SXW�LQ�WUXVW�WR�DFKLHYH�VSHFLILF�REMHFWLYHV��(DFK�ERG\�
KDV�LWV�RZQ�ERDUG�RI�WUXVWHHV�RU�PDQDJHPHQW�FRPPLWWHH�IURP�ZKLFK�IXUWKHU�LQIRUPDWLRQ�FDQ�EH�
REWDLQHG��7KH�FRQWDFW�GHWDLOV�IRU�HDFK�7UXVW�FDQ�EH�REWDLQHG�IURP�WKH�&RUSRUDWH�6HUYLFHV�'HSDUWPHQW��
7RZQ�+DOO��0DQFKHVWHU��0����/$�

0DQFKHVWHU�&LW\�&RXQFLO�LV�VROH�WUXVWHH�IRU�&DVWOHILHOG�+HULWDJH�7UXVW��7KH�&RXQFLO�DGPLQLVWHUV�WKH�
IROORZLQJ�WUXVW�IXQGV��:H�/RYH�0DQFKHVWHU��7KH�/RUG�0D\RU�RI�0DQFKHVWHU
V��&KDULW\�$SSHDO�7UXVW��
0DQFKHVWHU�6DIHJXDUGLQJ�&KLOGUHQ�%RDUG�DQG�WKH�0LOOHPLXP�4XDUWHU�7UXVW�

7KHVH�IXQGV�DUH�QRW�&RXQFLO�DVVHWV�DQG�DUH�QRW�LQFOXGHG�LQ�WKH�&RXQFLO
V�%DODQFH�6KHHW�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWH�����$QDO\VLV�RI�&DVK�DQG�&DVK�(TXLYDOHQWV

���0DUFK ���0DUFK
���� ����

&DVK�DQG�&DVK�(TXLYDOHQWV ����V ����V
&DVK�LQ�KDQG �� ��
&DOO�DFFRXQWV ������ �����
,QYHVWPHQWV�OHVV�WKDQ���PRQWKV ������ �������
%DODQFH�DW�EDQN ������ ������
7RWDO ������� �������

1RWH�����&DVK�)ORZ�6WDWHPHQW���$GMXVWPHQWV�WR�QHW�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV�IRU�
QRQ�FDVK�PRYHPHQWV

5HVWDWHG
���0DUFK ���0DUFK
���� ����
����V ����V

'HSUHFLDWLRQ�RI�QRQ�FXUUHQW�DVVHWV �������� ��������
,PSDLUPHQW�DQG�UHYDOXDWLRQ�ORVVHV�RI�QRQ�FXUUHQW�DVVHWV �������� ��������
$PRUWLVDWLRQ�RI�LQWDQJLEOH�QRQ�FXUUHQW�DVVHWV ����� ����
3HQVLRQ�IXQG�DGMXVWPHQWV� �������� ��������
0RYHPHQW�LQ�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\ �������� ������

'LIIHUHQFHV�EHWZHHQ�VWDWXWRU\�DFFRXQWLQJ�DQG�DPRXQWV�UHFRJQLVHG�
DV�LQFRPH�DQG�H[SHQGLWXUH�LQ�UHODWLRQ�WR�ILQDQFLDO�LQVWUXPHQWV� ������� �������
�,QFUHDVH��LQ�LPSDLUPHQW�SURYLVLRQ�IRU�EDG�GHEWV ������� �������
&RQWULEXWLRQV�WR�SURYLVLRQV ������� �������
&DUU\LQJ�DPRXQW�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW��LQYHVWPHQW�
SURSHUWLHV�DQG�LQWDQJLEOH�DVVHWV�VROG �������� ��������

$PRXQW�E\�ZKLFK�FRXQFLO�WD[�LQFRPH�DQG�EXVLQHVV�UDWHV�DGMXVWPHQW�
LQFOXGHG�LQ�WKH�FRPSUHKHQVLYH�LQFRPH�DQG�H[SHQGLWXUH�VWDWHPHQW�
LV�GLIIHUHQW�IURP�WKH�DPRXQW�WDNHQ�WR�WKH�JHQHUDO�IXQG�LQ�DFFRUGDQFH�
ZLWK�UHJXODWLRQ ������� �������
2WKHU�QRQ�FDVK�PRYHPHQWV ������ �������
�'HFUHDVH����LQFUHDVH�LQ�LQYHQWRULHV ���� ��
�'HFUHDVH����,QFUHDVH�LQ�GHEWRUV��OHVV�FDSLWDO� �������� ������
�'HFUHDVH����,QFUHDVH�LQ�LQWHUHVW�GHEWRUV ������� ������
'HFUHDVH����,QFUHDVH��LQ�FUHGLWRUV��OHVV�FDSLWDO� ������ ��������
'HFUHDVH�LQ�LQWHUHVW�FUHGLWRUV � ��
7RWDO ��������� ���������

1RWH�����&DVK�)ORZ�6WDWHPHQW���$GMXVWPHQWV�IRU�LWHPV�LQFOXGHG�LQ�WKH�QHW�GHILFLW�RQ�WKH�
SURYLVLRQ�RI�VHUYLFHV�WKDW�DUH�LQYHVWLQJ�DQG�ILQDQFLQJ�DFWLYLWLHV

���0DUFK ���0DUFK
���� ����
����V ����V

3URFHHGV�IURP�WKH�GLVSRVDO�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW��
LQYHVWPHQW�SURSHUWLHV�DQG�LQWDQJLEOH�DVVHWV ������ ������
&DSLWDO�JUDQWV�FUHGLWHG�WR�GHILFLW�RQ�WKH�SURYLVLRQ�RI�VHUYLFHV ������ �������

������� �������

1RWH�����&DVK�)ORZ�6WDWHPHQW���2SHUDWLQJ�$FWLYLWLHV

7KH�QHW�FDVK�IORZV�IURP�RSHUDWLQJ�DFWLYLWLHV�LQFOXGH�WKH�IROORZLQJ�LWHPV�

������� �������
����V ����V

,QWHUHVW�UHFHLYHG �������� ��������
,QWHUHVW�SDLG ������ ������
'LYLGHQGV�UHFHLYHG �������� ��������
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1RWH�����&DVK�)ORZ�6WDWHPHQW���,QYHVWLQJ�$FWLYLWLHV

������� �������
����V ����V

3XUFKDVH�RI�SODQW��SURSHUW\�DQG�HTXLSPHQW��LQYHVWPHQW�SURSHUW\�
DQG�LQWDQJLEOH�DVVHWV ������� �������
3XUFKDVH�RI�VKRUW�WHUP�DQG�ORQJ�WHUP�LQYHVWPHQWV ����� �����
3URFHHGV�IURP�WKH�VDOH�RI�SODQW��SURSHUW\�DQG�HTXLSPHQW��
LQYHVWPHQW�SURSHUW\�DQG�LQWDQJLEOH�DVVHWV �������� ��������
&DSLWDO�JUDQWV�UHFHLYHG �������� ��������
2WKHU�UHFHLSWV�IURP�LQYHVWLQJ�DFWLYLWLHV �������� ��������
1HW�FDVK�IORZV�IURP�LQYHVWLQJ�DFWLYLWLHV ������� ������

1RWH�����&DVK�)ORZ�6WDWHPHQW���)LQDQFLQJ�$FWLYLWLHV

������� �������
����V ����V

5HSD\PHQWV�RI�ORQJ�WHUP�ERUURZLQJ ������ ������
&DVK�SD\PHQWV�IRU�WKH�UHGXFWLRQ�RI�RXWVWDQGLQJ�OLDELOLWLHV�UHODWLQJ�WR�
ILQDQFH�OHDVHV�DQG�3),�FRQWUDFWV ������ ������
&DVK��UHFHLSWV��RI�ORQJ�DQG�VKRUW�WHUP�ERUURZLQJ ��������� ��������
1HW�SD\PHQWV�UHODWLQJ�WR�SUHFHSWRUV�HOHPHQW�RI�FRXQFLO�WD[ ��� ���
1HW�SD\PHQWV����UHFHLSWV��UHODWLQJ�WR�QDWLRQDO�QRQ�GRPHVWLF�UDWHV ����� �����
1HW�FDVK�IORZV�IURP�ILQDQFLQJ�DFWLYLWLHV ��������� ��������
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1RWH�����&DVK�)ORZ�6WDWHPHQW���5HFRQFLOLDWLRQ�RI�OLDELOLWLHV�DULVLQJ�IURP�)LQDQFLQJ�$FWLYLWLHV

��$SULO )LQDQFLQJ 1RQ��FDVK�FKDQJHV ���0DUFK
���� FDVK�IORZV $FTXLVLWLRQ 2WKHU ����

QRQ�FDVK� ����V
FKDQJHV

����V ����V ����V ����V ����V
/RQJ�WHUP�ERUURZLQJV ������� ������ � �������� �������
6KRUW�WHUP�ERUURZLQJV ������� �������� � �������� ������
([�*0&�GHEW ����� ������� � � �����
3),�OLDELOLWLHV ������� �������� ������ � �������
6HUYLFH�FRQFHVVLRQV ����� ����� ����� � �����
7RWDO�OLDELOLWLHV�IURP�ILQDQFLQJ�DFWLYLWLHV ������� ������ ������ ��������� �������

1RWH�����(YHQWV�DIWHU�WKH�%DODQFH�6KHHW�'DWH

/RFDO�*RYHUQPHQW�3HQVLRQ�6FKHPH�$GYDQFH�3D\PHQW

2Q����$SULO������WKH�&RXQFLO�PDGH�DQ�DGYDQFH�SD\PHQW�RI�������P�WR�WKH�*UHDWHU�0DQFKHVWHU�3HQVLRQ�)XQG��7KLV�ZDV�DQ�HVWLPDWH�
RI�WKUHH�\HDUV�HPSOR\HU�SHQVLRQ�FRQWULEXWLRQV��$V�D�UHVXOW�RI�WKLV�DGYDQFHG�SD\PHQW�WKH�FRQWULEXWLRQ�UDWH��IROORZLQJ�WKH�WULHQQLDO�
YDOXDWLRQ��ZDV�UHGXFHG�E\����WR�������UHVXOWLQJ�LQ�D�VDYLQJ�WR�WKH�&RXQFLO�

/RDQ�WR�0DQFKHVWHU�$LUSRUW�+ROGLQJV�/WG

7KH�VKDUHKROGHU�KROGHUV�RI�0DQFKHVWHU�$LUSRUW�+ROGLQJV�/WG�KDYH�DJUHHG�WR�OHQG�0$+/�D�WRWDO�RI�����P�LQ�RUGHU�WR�HQVXUH�WKH�
RQJRLQJ�VWDELOLW\�RI�0$+/�IROORZLQJ�WKH�&29�'���SDQGHPLF�WR�HQVXUH�WKDW�WKH�EHQHILWV�RI�WKH�$LUSRUW�WR�WKH�UHJLRQ�DQG�WKH�ILQDQFLDO�
LQWHUHVWV�RI�WKH�VKDUHKROGHUV�DUH�SURWHFWHG��7KH�&RXQFLO�KDV�D�VKDUHKROGLQJ�RI��������LWV�SURSRUWLRQ�RI�WKH�ORDQ��������P��ZDV�
DGYDQFHG�RQ���-XO\�������7KLV�ORDQ�LV�UHSD\DEOH�LQ�IXOO�E\����6HSWHPEHU�������$�IXUWKHU�ORDQ�RI�����P��LI�UHTXLUHG���&RXQFLO
V�VKDUH�
�����P��KDV�EHHQ�DSSURYHG�WR�SURYLGH�FRQWLQXHG�ZRUNLQJ�FDSLWDO�DQG�RSHUDWLRQDO�VXSSRUW��QRW�WR�EH�VSHQW�RQ�QHZ�EXVLQHVV�
DFTXLVLWLRQV�RU�QHZ�FDSLWDO�H[SHQGLWXUH�SURJUDPPHV��

&29,'����

7KH�&29,'����SDQGHPLF�KDV�KDG�D�VLJQLILFDQW�LPSDFW�RQ�WKH�&RXQFLO
V�ILQDQFLDO�SRVLWLRQ�DQG�DFWLYLWLHV�DW�WKH�HQG�RI���������DQG�
SUHGRPLQDWHO\�GXULQJ����������7KH�&RXQFLO�KDV�KDG�WR�FRPSOHWH�PRQWKO\�ILQDQFLDO�UHWXUQV�WR�0+&/*�WR�WUDFN�WKH�ILQDQFLDO�LPSDFW�RI�
FRVWV�DQG�LQFRPH�ORVVHV�DQG�KDV�UHFHLYHG�DGGLWLRQDO�JRYHUQPHQW�IXQGLQJ��7KH�IXOO�GHWDLOV�RI�WKH�VXSSRUW�UHFHLYHG�XQWLO�PLG�-XO\�LV�WR�
EH�UHSRUWHG�WR�WKH�([HFXWLYH�RQ����-XO\������

*RYHUQPHQW�)XQGLQJ�6XSSRUW

7KH�IXQGLQJ�VXSSRUW�UHFHLYHG�LQFOXGHV��

(PHUJHQF\�*UDQW�)XQGLQJ���7KH�JRYHUQPHQW�KDV�DOORFDWHG�WKH�&RXQFLO��������P�RI�HPHUJHQF\�IXQGLQJ�IRU�&RXQFLO�UHODWHG�FRVWV�
DQG�LQFRPH�ORVVHV�DULVLQJ�IURP�&29,'�����$Q�DPRXQW�RI��������P�ZDV�UHFHLYHG�LQ�0DUFK�������2I�WKLV����������ZDV�DSSOLHG�WR�
FRVWV�LQ����������ZLWK�WKH�EDODQFH�RI������P�WUDQVIHUUHG�WR�DQ�HDUPDUNHG�UHVHUYH��$�VHFRQG�LQVWDOPHQW�RI��������P�ZDV�DQQRXQFHG�
RQ����$SULO������DQG�D�WKLUG�WUDQFKH�RI�������P�RQ����-XO\������

������P�IURP�WKH�&RXQFLO�7D[�+DUGVKLS�)XQG�

��������IRU�HPHUJHQF\�VXSSRUW�IRU�URXJK�VOHHSHUV�

������P�&DUH�+RPH�,QIHFWLRQ�&RQWURO�)XQG�

������P�ORFDO�DXWKRULW\�GLVFUHWLRQDU\�JUDQWV�IXQG�

������P�WUDFN�DQG�WUDFH�IXQGLQJ�

���������UHRSHQLQJ�KLJK�VWUHHWV�VDIHO\�IXQG�DQG

������P�ORFDO�DXWKRULW\�HPHUJHQF\�DVVLVWDQFH�JUDQW�IRU�IRRG�DQG�HVVHQWLDO�VXSSOLHV�

7KH�&RXQFLO�LV�DOVR�UHVSRQVLEOH�IRU�SURFHVVLQJ�H[SDQGHG�UHWDLO�GLVFRXQWV�RI���������P�WR�EXVLQHVV�UDWHSD\HUV�DQG�SD\LQJ�VPDOO�
EXVLQHVV�JUDQWV�DQG�UHWDLO��KRVSLWDOLW\�DQG�OHLVXUH�JUDQWV�RI���������P�RQ�EHKDOI�RI�JRYHUQPHQW�

)LQDQFLDO�,PSDFW�RQ�WKH�&RXQFLO

)URP�$SULO�������HYHU\�/RFDO�$XWKRULW\�KDV�EHHQ�UHTXLUHG�WR�VXEPLW�PRQWKO\�UHWXUQV�WR�0+&/*�VHWWLQJ�RXW�WKH�IRUHFDVW�ILQDQFLDO�
LPSOLFDWLRQV�RI�&29,'������7KH�WKLUG�UHWXUQ�IRU�WKH�&RXQFLO�ZDV�VXEPLWWHG�RQ����-XQH��DQG�IRU���������LQFOXGHV�DQ�HVWLPDWHG������P�
RI�DGGLWLRQDO�FRVWV�RI�ZKLFK������P�LV�IXQGHG�IURP�RWKHU�GLUHFW�JRYHUQPHQW�JUDQWV������P�LV�H[SHFWHG�WR�EH�IXQGHG�E\�WKH�&&*�RU�
*0&$�DQG���P�UHODWHV�WR�WKH�+5$��OHDYLQJ�DGGLWLRQDO�H[SHQGLWXUH�RI������P�WR�EH�VHW�DJDLQVW�WKH�&RXQFLO¶V�PDLQVWUHDP�EXGJHW�LQ�
��������DQG���������
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$ORQJVLGH�WKLV�WKHUH�LV�DOVR�D�IRUHFDVW�ORVV�RI�LQFRPH�WRWDOOLQJ�������P��RI�ZKLFK�����P�ZLOO�IDOO�WR�RWKHU�SUHFHSWRUV�LQ�UHODWLRQ�WR�WKH�
ORVV�RI�%XVLQHVV�5DWHV�DQG�&RXQFLO�7D[��ZLWK�WKH�UHPDLQLQJ�������P�UHODWLQJ�WR�WKH�&RXQFLO���

7KH�LPSDFW�RQ�WKH�&RXQFLO¶V�*HQHUDO�)XQG�UHYHQXH�EXGJHW�ZLOO�ODUJHO\�IDOO�LQ���������EHFDXVH�EXVLQHVV�UDWHV�DQG�FRXQFLO�WD[�
UHGXFWLRQV�JR�WKURXJK�WKH�&ROOHFWLRQ�)XQG�DQG�LPSDFW�RQ�WKH�UHYHQXH�EXGJHW�LV�LQ�WKH�IROORZLQJ�ILQDQFLDO�\HDU��UDWKHU�WKDQ�WKH�\HDU�LQ�
ZKLFK�WKH�LQFRPH�LV��RU�LV�QRW��FROOHFWHG���/LNHZLVH�WKH�&RXQFLO�KDV�DQ�DLUSRUW�GLYLGHQG�UHVHUYH�ZKLFK�PHDQV�WKDW�D�VLJQLILFDQW�
SURSRUWLRQ�RI�WKH�LQFRPH�����P��LV�XVHG�D�\HDU�LQ�DUUHDUV���)LQDOO\�EXV�ODQH�DQG�SDUNLQJ�ODQH�HQIRUFHPHQW�LQFRPH�LPSDFWV�RQ�WKH�
OHYHO�RI�WKH�UHVHUYHV�WR�IXQG�IXWXUH�FRPPLWPHQWV�

7KH�LPSDFW�RQ�WKH�EXGJHW�IRU���������DQG���������LV�VHW�RXW�LQ�WKH�WDEOH�EHORZ��EDVHG�RQ�WKH�SRVLWLRQ�IURP�WKH�-XQH�UHWXUQV�����

/RVV�RI�LQFRPH�QHWWHG�GRZQ�IRU�VXPV�WKDW�ZRXOG�IDOO�RQ�RWKHU�SUHFHSWRUV��QRW�0&&��
RI�&RXQFLO�7D[�DQG�%XVLQHVV�5DWHV�ZKLFK�WRWDOV�������P��

7KH�&RXQFLO�LV�UHSRUWLQJ�DQ�XSGDWH�RQ�WKH���������SRVLWLRQ�WR�WKH�HQG�RI�-XO\�([HFXWLYH��7KLV�ZLOO�LQFOXGH�ZRUN�WKDW�KDV�EHHQ�
XQGHUWDNHQ�WR�UHGXFH�FRVWV�DQG�GHOLYHU�D�EDODQFHG�EXGJHW�LQ���������IROORZLQJ�D�OLQH�E\�OLQH�EXGJHW�UHYLHZ�ZLWK�+HDGV�RI�6HUYLFH�WR�
GHOLYHU�VDYLQJV�DQG�PLWLJDWLRQV��7KH�DGGLWLRQDO�QHW�VDYLQJV�DQG�IXUWKHU�LQFRPH�LGHQWLILHG�IRU���������LV������P�RI�ZKLFK�����P�DUH�
'LUHFWRUDWH�UHODWHG�VDYLQJV��ZLWK�WKH�UHPDLQGHU�LQFOXGLQJ�LQFRPH�IURP�LQWHUHVW�RQ�FRPPHUFLDO�ORDQV��DGGLWLRQDO�JUDQW�IXQGLQJ�DQG�
VDYLQJV�QHJRWLDWHG�FRUSRUDWHO\��H�J��XWLOLWLHV���ZKLFK�ZLOO�UHVXOW�LQ�DVVRFLDWHG�FRVW�UHGXFWLRQV�ZLWKLQ�VHUYLFHV�

7KH�PHDVXUHV�UHTXLUHG�WR�DGGUHVV�WKH�ORQJHU�WHUP�ILQDQFLDO�SRVLWLRQ��VRPH�RI�ZKLFK�PD\�QHHG�WR�EH�LQWURGXFHG�LQ�WKLV�ILQDQFLDO�\HDU��
DUH�EHLQJ�GHYHORSHG�IRU�([HFXWLYH�0HPEHUV�WR�FRQVLGHU�LQ�WKH�$XWXPQ���7KLV�ZRUN�ZLOO�LQFOXGH�WKH�VFUXWLQ\�SURFHVV�DQG�LQYROYHPHQW�
RI�HOHFWHG�PHPEHUV�DV�ZHOO�DV�RWKHU�NH\�VWDNHKROGHUV���

7KH�&RXQFLO�ZLOO�FRQWLQXH�WR�ZRUN�ZLWK�&RUH�&LWLHV�DQG�*0�$XWKRULWLHV�WR�PDNH�UHSUHVHQWDWLRQV�WR�WKH�*RYHUQPHQW�WR�VHHN�VROXWLRQV�
WR�DGGUHVV�WKH�IXQGLQJ�VKRUWIDOO�
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������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������
1RWH�����$XWKRULVDWLRQ�IRU�,VVXH�RI�WKH�6WDWHPHQW�RI�$FFRXQWV

� � �
7KH���������6WDWHPHQW�RI�$FFRXQWV�ZDV�DXWKRULVHG�IRU�LVVXH�E\�&DURO�&XOOH\��WKH�'HSXW\�&KLHI�([HFXWLYH�DQG�&LW\�7UHDVXUHU�RQ����
-XO\��������$OO�HYHQWV�DIWHU�WKH�%DODQFH�6KHHW�GDWH�XQWLO�WKLV�GDWH�KDYH�EHHQ�FRQVLGHUHG�IRU�GLVFORVXUH�DV�HYHQWV�DIWHU�WKH�%DODQFH�
6KHHW�GDWH�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

+RXVLQJ�5HYHQXH�$FFRXQW��+5$��,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW

7KH�+5$�UHIOHFWV�D�VWDWXWRU\�REOLJDWLRQ�WR�DFFRXQW�VHSDUDWHO\�IRU�FRXQFLO�KRXVLQJ�SURYLVLRQ��7KH�+5$�,QFRPH�DQG�([SHQGLWXUH�
6WDWHPHQW�VKRZV�WKH�PDMRU�HOHPHQWV�RI�+5$�H[SHQGLWXUH�DQG�KRZ�WKH\�DUH�PHW�IURP�UHQWV��JUDQWV�DQG�RWKHU�LQFRPH��7KH�DFFRXQW�
GRHV�QRW�UHIOHFW�DOO�RI�WKH�WUDQVDFWLRQV�UHTXLUHG�E\�VWDWXWH�WR�EH�FKDUJHG�RU�FUHGLWHG�WR�WKH�+5$�IRU�WKH�\HDU��7KH�0RYHPHQW�RQ�WKH�
+5$�6WDWHPHQW�JLYHV�GHWDLOV�RI�WKH�DGGLWLRQDO�WUDQVDFWLRQV�ZKLFK�DUH�UHTXLUHG�E\�VWDWXWH�

5HVWDWHG
������� �������
����V 1RWH ����V

([SHQGLWXUH
������ 5HSDLUV�DQG�PDLQWHQDQFH ������
������ 6XSHUYLVLRQ�DQG�PDQDJHPHQW ������

�� 5HQWV��UDWHV��WD[HV�DQG�RWKHU�FKDUJHV ���
������ 'HSUHFLDWLRQ�DQG�LPSDLUPHQW�RI�QRQ�FXUUHQW�DVVHWV G�H ������

�� 'HEW�PDQDJHPHQW�FRVWV ��
�� 5HYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH I ��

������ ������
,QFRPH

�������� 'ZHOOLQJ�UHQWV��JURVV� ��������
����� 1RQ�GZHOOLQJ�UHQWV��JURVV� �����

������� &KDUJHV�IRU�VHUYLFHV�DQG�IDFLOLWLHV �����
����� &RQWULEXWLRQV�WRZDUGV�H[SHQGLWXUH �����

�������� 3ULYDWH�)LQDQFH�,QLWLDWLYH�*UDQW ��������
�������� � ��������
�������� 1HW��,QFRPH��RI�+5$�6HUYLFHV�DV�LQFOXGHG�LQ�WKH�&RXQFLO
V�&RPSUHKHQVLYH�,QFRPH�DQG�

([SHQGLWXUH�6WDWHPHQW
� ��������

�� +5$�VHUYLFHV�VKDUH�RI�FRUSRUDWH�DQG�GHPRFUDWLF�FRUH � ��

� +5$�VKDUH�RI�RWKHU�DPRXQWV�LQFOXGHG�LQ�WKH�&RXQFLO
V�QHW�FRVW�RI�VHUYLFHV�EXW�QRW�DOORFDWHG�WR�
VSHFLILF�VHUYLFHV

��

�������� 1HW��,QFRPH��RI�+5$�6HUYLFHV� ��������
+5$�VKDUH�RI�WKH�RSHUDWLQJ�LQFRPH�DQG�H[SHQGLWXUH�LQFOXGHG�LQ�WKH�&RPSUHKHQVLYH�
,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW

������� �*DLQ��RQ�GLVSRVDO�RI�+5$�QRQ�FXUUHQW�DVVHWV �������
������ ,QWHUHVW�SD\DEOH�DQG�VLPLODU�FKDUJHV ������

��� 0RYHPHQW�LQ�WKH�DOORZDQFH�IRU�EDG�GHEWV ���
����� ,QWHUHVW�DQG�LQYHVWPHQW�LQFRPH �����

�� 1HW�LQWHUHVW�RQ�WKH�QHW�GHILQHG�EHQHILW�OLDELOLW\ ��
����� &DSLWDO�JUDQWV�DQG�FRQWULEXWLRQV� ���

������� �6XUSOXV��IRU�WKH�\HDU�RQ�+5$�VHUYLFHV ��������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

0RYHPHQW�RQ�WKH�+RXVLQJ�5HYHQXH�$FFRXQW�6WDWHPHQW

������� �������
����V ����V
�������� %DODQFH�RQ�WKH�+5$�DW�WKH�HQG�RI�WKH�SUHYLRXV�\HDU ���������
������� �6XUSOXV��IRU�<HDU�RQ�WKH�+5$�,QFRPH�DQG�([SHQGLWXUH�6WDWHPHQW ��������

� $GMXVWPHQWV�EHWZHHQ�DFFRXQWLQJ�EDVLV�DQG�IXQGLQJ�EDVLV�XQGHU�VWDWXWH �
�� &DSLWDO�H[SHQGLWXUH�IXQGHG�E\�WKH�+5$ ���

� ��������������� *DLQ�RQ�GLVSRVDO�RI�+5$�QRQ�FXUUHQW�DVVHWV � ���������������
� 7UDQVIHU�WR�VKRUW�WHUP�DFFXPXODWLQJ�DEVHQFHV�DFFRXQW �

����� +5$�VKDUH�RI�FRQWULEXWLRQV�IURP�WKH�SHQVLRQ�UHVHUYH �����
�������� ,PSDLUPHQW�RI�QRQ�FXUUHQW�DVVHWV �������

���� $PRUWLVDWLRQ�RI�5HYHQXH�([SHQGLWXUH�)XQGHG�IURP�&DSLWDO�XQGHU�6WDWXWH ����
������ 3),�&KDUJHV �����

��� &DSLWDO�JUDQWV�DQG�FRQWULEXWLRQV�UHFHLYDEOH �
������� 1HW��,QFUHDVH��LQ�<HDU�RQ�WKH�+5$ �������

��������� %DODQFH�RQ�WKH�+5$�DW�WKH�HQG�RI�WKH�FXUUHQW�\HDU ���������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

1RWHV�WR�WKH�+RXVLQJ�5HYHQXH�$FFRXQW

�D��+RXVLQJ�6WRFN

7KH�&RXQFLO�ZDV�UHVSRQVLEOH�IRU�PDQDJLQJ�DQ�DYHUDJH�RI��������GZHOOLQJV�GXULQJ���������

7KH�VWRFN�DW�HDFK�\HDU�HQG�ZDV�PDGH�XS�DV�IROORZV�

�
���0DUFK ���0DUFK
���� ����

+RXVHV�DQG�EXQJDORZV ����� �����
)ODWV ����� �����
2WKHUV� �� ��

������ ������

7KH�FKDQJH�LQ�VWRFN�LV�DV�IROORZV�

������� �������
6WRFN�DW���$SULO ������ ������
6DOHV���5LJKW�WR�%X\V ����� �����
'HPROLWLRQV ��� ���
7UDQVIHUV ��� �
2WKHU � ��
1HZ�EXLOGLQJV �� ��
$FTXLVLWLRQV � �
6WRFN�DW����0DUFK ������ ������

� � �
7KH�EDODQFH�VKHHW�YDOXH�RI�WKH�+5$
V�QRQ�FXUUHQW�DVVHWV�ZDV�DV�IROORZV�

���0DUFK ���0DUFK
���� ����
����V ����V

2SHUDWLRQDO
&RXQFLO�GZHOOLQJV ������� �������
2WKHU�ODQG�DQG�EXLOGLQJV ����� �����
9HKLFOHV��SODQW�DQG�HTXLSPHQW ��� ���
,QIUDVWUXFWXUH ����� �����

������� �������
1RQ�RSHUDWLRQDO
6XUSOXV�SURSHUWLHV ��� ���
$VVHWV�XQGHU�FRQVWUXFWLRQ �� �����

������� �������

�E��9DFDQW�3RVVHVVLRQ�RI�'ZHOOLQJV

7KH�YDFDQW�SRVVHVVLRQ�YDOXH�RI�GZHOOLQJV�ZLWKLQ�WKH�&RXQFLO
V�+5$�DW���$SULO������ZDV�����������������
7KH�GLIIHUHQFH�EHWZHHQ�WKH�YDFDQW�SRVVHVVLRQ�YDOXH�DQG�EDODQFH�VKHHW�YDOXH�RI�GZHOOLQJV�ZLWKLQ�WKH�+5$�
VKRZV�WKH�HFRQRPLF�FRVW�RI�SURYLGLQJ�FRXQFLO�KRXVLQJ�DW�OHVV�WKDQ�RSHQ�PDUNHW�UHQWV�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

�F��&DSLWDO�([SHQGLWXUH��)XQGLQJ�DQG�5HFHLSWV

������� �������
����V ����V

([SHQGLWXUH
3URSHUW\��SODQW�DQG�HTXLSPHQW ������ ������
5HYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH �� ��

������ ������
)XQGHG�E\
5HYHQXH�FRQWULEXWLRQV �� ���
&DSLWDO�UHFHLSWV ��� ���
0DMRU�UHSDLUV�UHVHUYH ������ ������
*RYHUQPHQW�JUDQWV ��� �
([WHUQDO�FRQWULEXWLRQV ���� �

������ ������
5HFHLSWV
&RXQFLO�GZHOOLQJV ������ ������
0RUWJDJH�UHSD\PHQWV � �

������ ������

�G��'HSUHFLDWLRQ

������� �������
����V ����V

3URSHUW\��SODQW�DQG�HTXLSPHQW
��&RXQFLO�GZHOOLQJV ������ ������
��2WKHU�ODQG�DQG�EXLOGLQJV ��� ���
��9HKLFOHV��SODQW�DQG�HTXLSPHQW �� ���
��,QIUDVWUXFWXUH �� ��

������ ������

�H��,PSDLUPHQW�&KDUJHV

5HVWDWHG
������� �������
����V ����V

1RQ�HQKDQFLQJ�FDSLWDO�H[SHQGLWXUH ����� ���
'RZQZDUG�UHYDOXDWLRQ�RI�DVVHWV� ������ �����

������ �����

�I��5HYHQXH�([SHQGLWXUH�)XQGHG�)URP�&DSLWDO�8QGHU�6WDWXWH

5HYHQXH�H[SHQGLWXUH�IXQGHG�IURP�FDSLWDO�XQGHU�VWDWXWH�RI������������������LQ����������KDV�EHHQ�
FKDUJHG�WR�WKH�+5$�

�
�J��&RQWULEXWLRQ�IURP�WKH�3HQVLRQ�5HVHUYH

7KH�FRVW�RI�WKH�+5$�KDV�LQFUHDVHG�DIWHU�WKH�UHSODFHPHQW�RI�HPSOR\HU
V�SHQVLRQ�FRQWULEXWLRQV�E\�FXUUHQW�
VHUYLFH�FRVWV�DQG�D�VKDUH�RI�WKH�FRUSRUDWH�LWHPV��SHQVLRQV�LQWHUHVW�FRVWV��H[SHFWHG�UHWXUQ�RQ�SHQVLRQV�
DVVHWV�DQG�SDVW�VHUYLFH�FRVWV���7KH�+5$�VKDUH�RI�WKH�FRQWULEXWLRQ�IURP�WKH�SHQVLRQV�UHVHUYH�LQ���������
LV��������������������LQ�����������7KH�RYHUDOO�DPRXQW�WR�EH�PHW�IURP�UHQW�SD\HUV�UHPDLQV�XQFKDQJHG�
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

�K��5HQW�$UUHDUV

������� �������
����V ����V

$UUHDUV�DW����0DUFK ����� �����

������� �������
����V ����V

3URYLVLRQ�DW���$SULO� ����� �����
&RQWULEXWLRQV�LQ�\HDU ��� ��
3URYLVLRQ�DV�DW����0DUFK� ����� �����

Page 149

Item 7Appendix 1,

Charlotte Arrowsmith-Jones_134
136



0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

&ROOHFWLRQ�)XQG

,QFRPH�DQG�([SHQGLWXUH�$FFRXQW�

7KLV�DFFRXQW�UHIOHFWV�VWDWXWRU\�UHTXLUHPHQWV�IRU�ELOOLQJ�DXWKRULWLHV�WR�PDLQWDLQ�D�VHSDUDWH�FROOHFWLRQ�IXQG�WR�DFFRXQW�IRU�WKH�LQFRPH�IURP�FRXQFLO�WD[�DQG�EXVLQHVV�
UDWHV�DQG�LWV�GLVWULEXWLRQ�WR�WKH�&RXQFLO��WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\�3ROLFH�DQG�&ULPH�DQG�)LUH�DQG�5HVFXH�HOHPHQWV�

������� �������
����V ����V

%XVLQHVV�
5DWHV &RXQFLO�7D[ 7RWDO

%XVLQHVV�
5DWHV &RXQFLO�7D[ 7RWDO

� ,QFRPH
� ������� ������� &RXQFLO�7D[���QHW�DPRXQW�UHFHLYDEOH � ������� �������

������� � ������� &ROOHFWDEOH�IURP�EXVLQHVV�UDWHSD\HUV ������� � �������
������� ������� ������� ������� ������� �������

([SHQGLWXUH
$SSRUWLRQPHQW�RI�3UHYLRXV�<HDU�6XUSOXV

����� � ����� ��&HQWUDO�*RYHUQPHQW � � �
������ ������ ������ ��0DQFKHVWHU�&LW\�&RXQFLO ������ ����� ������

� ����� ����� ��*0&$�3ROLFH�DQG�&ULPH�&RPPLVVLRQHU� � ��� ���
��� ��� ��� ��*0&$�0D\RUDO�DQG�)LUH�DQG�5HVFXH ��� ��� ���

3UHFHSWV�DQG�GHPDQGV
������� ������� ������� ��0DQFKHVWHU�&LW\�&RXQFLO ������� ������� �������

� ������ ������ ��*0&$�3ROLFH�DQG�&ULPH�&RPPLVVLRQHU� � ������ ������
����� ����� ������ ��*0&$�0D\RUDO�DQG�)LUH�DQG�5HVFXH ����� ����� ������

%XVLQHVV�UDWHV
����� � ����� ��7UDQVLWLRQDO�SURWHFWLRQ�SD\PHQW ����� � �����

� � � ��(=�*URZWK�'LVUHJDUG ��� � ���

&KDUJHV�WR�&ROOHFWLRQ�)XQG
����� ����� ������ ��:ULWH�RIIV�RI�XQFROOHFWDEOH�DPRXQWV ������ ��� ������
����� ����� ��� ��,QFUHDVH�LQ�$OORZDQFH�IRU�,PSDLUPHQW ����� ����� �����
������ � ������ ��&RQWULEXWLRQ�WR�3URYLVLRQ�IRU�$SSHDOV ������ � ������
����� � ����� ��&RVWV�RI�FROOHFWLRQ � ����� � �����

������� ������� ������� 7RWDO�([SHQGLWXUH � ������� ������� �������

������� ������� �������� 0RYHPHQW�RQ�IXQG�EDODQFH � ������� ������� �������

������ ������ ������ )XQG�EDODQFH�EURXJKW�IRUZDUG ������ ����� ������

������ ����� ������ )XQG�%DODQFH�&DUULHG�)RUZDUG ������ ����� ������

1RWHV�WR�WKH�&ROOHFWLRQ�)XQG�$FFRXQW

�D��%XVLQHVV�5DWHV

7KH�&RXQFLO�FROOHFWV�EXVLQHVV�UDWHV�IRU�LWV�DUHD�RQ�EHKDOI�RI�LWVHOI�DQG�WKH�*UHDWHU�0DQFKHVWHU�&RPELQHG�$XWKRULW\��)LUH�DQG�5HVFXH���7KHVH�UDWHV�DUH�EDVHG�RQ�
UDWHDEOH�YDOXHV�IRU�SURSHUWLHV�VHW�E\�WKH�9DOXDWLRQ�2IILFH�$JHQF\�ZKLFK�DUH�PXOWLSOLHG�E\�D�XQLIRUP�EXVLQHVV�UDWH�VHW�E\�FHQWUDO�JRYHUQPHQW���7KH�PXOWLSOLHU�IRU�WKH�
\HDU�ZDV�VHW�DW�����S������S�IRU����������IRU�VPDOOHU�EXVLQHVVHV�DQG�IRU�ODUJHU�EXVLQHVVHV�����S������S�IRU�����������7KH�WRWDO�EXVLQHVV�UDWHV�UDWHDEOH�YDOXH�DW�
���0DUFK������ZDV����������������������������DW����0DUFK�������
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0DQFKHVWHU�&LW\�&RXQFLO�$QQXDO�6WDWHPHQW�RI�$FFRXQWV���������

�E��&DOFXODWLRQ�RI�WKH�&RXQFLO�7D[�%DVH
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                     Manchester City Council Statement of Accounts 2019/20 
 

 

 
 
 
 
 
 
 
 

Audit Status  
 

The City Council's accounts are subject to audit in accordance with the Audit 
Commission Act 1998 (formerly part of the Local Government Finance Act 
1982) and the Code of Audit Practice. 
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GLOSSARY OF FINANCIAL TERMS 
 
Actuarial Gains and Losses 
 
For a defined benefit pension scheme, the changes in actuarial deficits or surpluses 
that arise because events have not coincided with the actuarial assumptions made for 
the last valuation (experience gains and losses) or the actuarial assumptions have 
changed. 
 
Agency Services 
 
Services that are performed by or for another authority or public body, where the 
authority responsible for the service reimburses the authority carrying out the work for 
the cost of that work. 
 
Amortisation 
 
A charge to the comprehensive income and expenditure statement spread over a 
number of years. 
 
Assets 
 
Items of worth that are measurable in terms of value. Current assets are ones that 
may change in value on a day-to-day basis (e.g. debtors). Non current assets are 
assets that yield benefit to the Council for a period of more than one year (e.g. land). 
 
Balances 
 
The reserves of the Council, which include the accumulated surplus of income over 
expenditure. 
 
Capital Expenditure 
 
Expenditure on the acquisition or enhancement of property, plant and equipment that 
have a long-term value to the Council. This includes grants or advances paid to third 
parties to assist them in acquiring or enhancing their own property, plant and 
equipment. 
 
Capital Receipts 
 
Money received from the sale of property, plant and equipment or repayment of a 
capital advance. 
  
Collection Fund 
 
The fund maintained by the Council into which are paid the amounts of Council Tax 
and Business Rates that it collects, and out of which are to be paid precepts issued by 
precepting authorities, its own demands and shares of business rates to the Greater 
Manchester Combined Authority (fire and rescue element). 
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Community Assets 
 
These are assets that the Council intends to hold in perpetuity, which have no 
determinable finite useful life and may have restrictions on their disposal (e.g. parks). 
 
Contingent Assets 
 
Sums due from individuals or organisations that may arise in the future but which 
cannot be determined in advance. 
 
Contingent Liabilities 
 
Sums due to individuals or organisations that may arise in the future but which cannot 
be determined in advance. 
 
Core Cities 
 
Core Cities are a unique and united local authority voice to promote the role of cities 
in driving economic growth, representing the councils of England, Wales and 
Scotland’s largest city economies outside London - Birmingham, Bristol, Cardiff, 
Glasgow, Leeds, Liverpool, Manchester, Newcastle, Nottingham and Sheffield. 

These cities drive local and underpin national economies. Working in partnership, they 
aim to enable each City to enhance their economic performance and make them better 
places to live, work, visit and do business. 
 
Creditors 
 
Amounts owed by the Council for goods and services provided by the balance sheet 
date, where payment has not been made at that date. 
 
Current Service Cost  
 
The increase in present value of a defined benefit pension scheme’s liabilities 
expected to arise from employee service in the current financial year. 
 
Curtailments 
 
For a defined benefit pension scheme, an event that reduces the expected years of 
future service of present employees or reduces the accrual of defined benefits for a 
number of employees for some or all of their future service. 
 
Debtors 
 
Sums of money owed to the Council at the balance sheet date but not received at that 
date. 
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Defined Benefit Scheme 
 
A pension or other retirement benefit scheme other than a defined contribution 
scheme. Usually, the scheme rules define the benefits independently of the 
contributions payable, and the benefits are not directly related to the investments of 
the scheme. The scheme may be funded or unfunded. 
 
Defined Contribution Scheme 
 
A pension or other retirement benefit scheme into which an employer pays regular 
contributions fixed as an amount or percentage of pay and will have no legal or 
constructive obligation to pay further contributions if the scheme does not have 
sufficient assets to pay all employee benefits relating to employee service in the 
current and prior periods. 
 
Depreciated Replacement Cost 
 
A method of valuation that provides a proxy for the market value of specialist 
properties.  
 
Depreciation 
 
The measure of the wearing out, consumption or other reduction in the useful 
economic life of property, plant and equipment. 
 
Expenditure 
 
Amounts paid by the Council for goods received or services rendered of either a capital 
or revenue nature. This does not necessarily involve a cash payment - expenditure is 
deemed to have been incurred once the goods or services have been received even 
if they have not been paid for. 
  
Fair Value 
 
The fair value of an asset is the price at which it could be exchanged in an arms length 
transaction. 
 
Fees and Charges 
 
Income arising from the provision of services, e.g. the use of leisure facilities. 
 
Finance Lease 
 
A finance lease is one that transfers substantially all the risks and rewards of 
ownership of items of property, plant and equipment to a lessee.  
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General Fund 
 
The total services of the Council except for the Housing Revenue Account and the 
Collection Fund. Council Tax, Government Grants and Business Rates meet the net 
cost of this. 
 
Impairment 
 
A reduction in the value of a property, plant and equipment or financial asset below its 
carrying amount on the balance sheet. 
 
Income 
 
Amounts due to the Council for goods supplied or services rendered of either a capital 
or revenue nature. This does not necessarily involve cash being received - income is 
deemed to have been earned once the goods or services have been supplied even if 
the cash has not been received. 
 
Infrastructure Assets  
 
These are inalienable assets, expenditure on which is recoverable only by continued 
use of the asset created. Examples of such assets are highways and footpaths.  
 
Interest Cost (Pensions) 
 
For a defined benefit scheme, the expected increase during the period in the present 
value of the scheme liabilities that arise from the passage of time. 
 
International Financial Reporting Standards (IFRS) 
 
These are statements prepared by the International Accounting Standards Board to 
ensure consistency in accountancy matters. Many of these standards now apply to 
local authorities and any departure from these must be disclosed in the published 
accounts. 
 
Inventory 
 
Raw materials and consumable items the Council has purchased to use on a 
continuing basis and has not used by the end of the financial year. 
 
Investment Properties 
 
These are property or land that is held solely to earn rental income or for capital 
appreciation or both. 
 
Liabilities 
 
Amounts due to individuals or organisations that will have to be paid at some time in 
the future. Current liabilities are payable within one year of the balance sheet date. 
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Long-term Contracts 
 
A contract entered into for the design, manufacture or construction of a single 
substantial asset or service where the time taken to complete the contract is such that 
the contract activity falls into different accounting periods. 
 
Minimum Revenue Provision (MRP) 
 
This is the amount that is charged to an authority's Movement in Reserves Statement 
each year and set aside as a provision for credit liabilities. 
 
National Non-Domestic Rate (NNDR) 
 
All non-domestic properties have been valued and the Government determines a 
national rate poundage each year, which is payable to all local authorities. The Council 
collects the national non-domestic rate and passes 1% to the Greater Manchester 
Combined Authority (fire and rescue element). 
 
Notional accounting adjustments 
 
Adjustments made to the figures within the accounts that reverse entries required in 
accordance with International Financial Reporting Standards that do not need to be 
funded as part of the Council’s budget e.g. impairment. 
 
Observable Inputs 
 
Those that are developed using market data, such as publicly available information 
about actual events or transactions, and that reflect the assumptions that buyers and 
sellers would use when pricing the asset or liability.  
 
Operating Lease 
 
A lease other than a finance lease. 
 
Outturn 
 
Actual net expenditure and income that is then compared to the budget. 
 
Past Service Cost 
 
For a defined benefit pension scheme, the increase in present value of the scheme 
liabilities related to employee service in prior periods arising in the current period as a 
result of the introduction of, or improvement to, retirement benefits. 
 
Precept 
 
The amount levied by various joint authorities, which is collected by the Council on 
their behalf. 
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Provisions 
 
These are sums set aside to meet liabilities or losses that have been incurred but 
where the amount and/or timing of such costs are uncertain. 
 
Public Works Loan Board (PWLB) 
 
A Government agency that lends money to local authorities. Local authorities are able 
to borrow some or all of their requirements to finance capital expenditure from this 
source. 
 
Residual Value 
 
The net realisable value of property, plant or equipment at the end of its useful life.  
 
Reserves 
 
These are sums set aside to meet possible future costs where there is no certainty 
about whether or not these costs will be incurred. 
 
Revenue Contributions 
 
The method of financing capital expenditure directly from revenue.  
 
Revenue Expenditure 
 
Expenditure incurred on the day-to-day running of the Council. This mainly includes 
employee costs, general running expenses and capital financing costs. 
 
Revenue Expenditure Funded from Capital under Statute (REFCUS) 
 
These are items of capital expenditure that do not result in, or remain matched by, the 
Council’s property, plant and equipment.  
 
Settlement 
 
An irrevocable action that relieves the employer of the primary responsibility for a 
pension obligation and eliminates significant risks relating to the obligations and the 
assets used to effect the settlement. 
 
Unobservable Inputs 
 
Inputs for which market data is not available and that are developed to estimate fair 
value using the best information available to the Council about the assumptions that 
buyers or sellers would use when pricing the asset or liability. The most significant of 
these inputs used in fair value measurement include management assumptions 
around rent growth and vacancy levels of properties. 
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1. Introduction 
 
1.1 This statement provides an overview of how the Council’s governance arrangements 

operate, including how they are reviewed annually to ensure they remain effective. A 
summary of significant governance challenges which the Council faces is also given, 
alongside an explanation of what actions have been taken to bring about required 
improvements, and what work is still to be done. This provides transparency, and 
gives assurance that the Council is committed to continuously improve the way in 
which it functions. More detail on particular topics can be accessed by clicking on the 
hyperlinks, which are highlighted and underlined throughout the document. 

 
1.2 The Council operates in a complex and constantly evolving financial, policy and 

legislative environment. The role, responsibilities and funding models of local 
government continue to be in a period of rapid transition. The city continues to 
progress the delivery of its ambitious Our Manchester strategy, with staff, residents 
and stakeholders across the city engaged in working towards the realisation of the 
vision set out in the strategy. The Council’s Corporate Plan sets out its priority actions 
for delivering the strategy for the city. The Council has set a one-year budget and 
business plan for 2020/21, following the Government’s decision to announce a one-
year Provisional Local Government Finance Settlement for 2020/21, in contrast to 
previous multi-year settlements. The Council’s five-year Capital Strategy (2020-2025) 
also forms a critical part of strategic and financial planning. Significant policy 
developments at city region level included the launch of the Greater Manchester 
Local Industrial Strategy, which sets out long-term priorities to increase productivity in 
the region. 

 
1.3 The changes taking place present both opportunities and challenges. Therefore, the 

Council must continue to engage in a broad programme of innovation and reform 
work so that it can maintain services for residents which are efficient, effective and 
deliver value for money using available resources. This document explains the 
governance mechanisms in place to ensure appropriate oversight of this work. 

 
1.4 Whilst this document focuses on governance, the Council’s Integrated Annual Report 

provides an overview of the context in which it operates, how public money has been 
spent, and what achievements this led to.  

 
 Impact of the COVID-19 pandemic on the city and the Council, and governance of 

the initial response 
 
1.5 The national and international public health emergency caused by the COVID-19 

pandemic led Manchester and Greater Manchester (GM) to declare a major incident 
on 20 March 2020. There have been substantial impacts for the Council, which 
include implications for provision of services, our workforce and our financial position. 
As a statutory Category One Responder under the Civil Contingencies Act 2004, the 
Council has worked with multi agency partners through the Greater Manchester 
Resilience Forum (GMRF), and it has been represented at the Strategic Coordinating 
Group (SCG) and Emergency Committee. The COVID-19 Update on Response 
Phase report to the Executive sets out in detail the governance and activities 
involved in the Council’s initial response to date.  

 
 Governance of the COVID-19 recovery phase 
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1.6 The Council is also now planning ahead for the longer term challenges that will begin 

to become clearer as we emerge from the lockdown period.  This forward planning 
work will focus on planning for the city’s recovery including its economy, residents 
and communities, as well as the impact on the Council including its services and 
finances. To oversee the coordination of the different recovery phases and the 
activities required, a COVID-19 Recovery Coordination Group has been established, 
which is chaired by the Deputy Chief Executive and City Treasurer. More information 
about this recovery planning work is provided in the COVID-19 Forward Recovery 
Planning report to the Executive. Monthly reports are prepared for the Council's 
Executive that provide an update on the recovery and response to COVID-19. 

 
 Impact on our 2019/20 Governance Challenges, and our Action Plan for 2020/21 
 
1.7 COVID-19 has affected our work to improve our governance arrangements during 

2019/20 in various different ways - for example, new or adapted approaches have 
been taken to some work programmes, whilst in other instances work has been 
paused or re-prioritised. An update on these changes is provided in Section 6 of this 
document: ‘Progress in addressing the Council’s governance challenges’. It is clear 
that during 2020/21 and beyond, a sustained and effective approach to recovery from 
COVID-19 will be critical for the Council and the city. Therefore, coordination and 
delivery of this work is recorded as a key overarching governance challenge for the 
Council in the Action Plan for 2020/21 at the end of this statement.  

 
 Impact on our Budget and Council Business Plan 2020/21 
 
1.8 The Council’s one-year Budget, and Council Business Plan 2020/21 were approved 

in February 2020. Since this point, the substantial impacts of COVID-19 have 
necessitated a reset of the revenue Budget, and a review of the delivery of the 
Council Business Plan. The review of the Council Business Plan will recognise the 
changes that have been required to the delivery of many of the activities set out in 
the plan, which contribute to the achievement of our Corporate Plan priorities. The 
proposals for the revenue Budget reset will be reported to a meeting of the Executive 
on 29 July 2020. 

 
2. Scope of Responsibility 
 
2.1 Manchester City Council is responsible for ensuring that its business is conducted in 

accordance with the law and proper standards. It is also responsible for ensuring that 
public money is safeguarded, properly accounted for and used economically, 
efficiently and effectively. The Council also has a duty under the Local Government 
Act 1999 to make arrangements to secure continuous improvement in the way in 
which its functions are exercised. 

 
2.2 In discharging these responsibilities, the Council must put in place proper 

arrangements for the governance of its affairs and effective exercise of its functions, 
which includes arrangements for the management of risk. The Council first adopted a 
Code of Corporate Governance in June 2008. This Code is included in the Council’s 
Constitution (part 6 section G). It sets out how the Council operates, how decisions 
are made and the procedures which are followed to ensure that these are efficient, 
transparent and accountable to local people. Some of these processes are required 
by law, while others are a matter for the Council to choose. 
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2.3 The Code of Corporate Governance and the Council’s Constitution are reviewed 

annually to ensure they remain consistent with the principles of the Chartered 
Institute of Public Finance and Accountancy and the Society of Local Authority Chief 
Executives and Senior Managers (CIPFA/SOLACE) joint framework for delivering 
good governance in local government. CIPFA issued an update to the Framework in 
2016, which has informed the preparation of the Annual Governance Statement 
(AGS) from 2016/17 onwards. 

 
2.4 This AGS explains how the Council has complied with the Code of Corporate 

Governance. The AGS also meets the requirements of the Accounts and Audit 
(England) Regulations 2015 regulation 6(1) which requires all relevant bodies to 
prepare an Annual Governance Statement (AGS). The Accounts and Audit 
(Coronavirus) (Amendment) Regulations 2020 makes provision for the deadline for 
the publication of local authority audited accounts to move from 31 July 2020 to 30 
November 2020. 

 
3. The Purpose of the Governance Framework 
 
3.1 The governance framework comprises the systems and processes, culture and 

values by which the Council is directed and controlled, and through which it is 
accountable to, engages with and leads the community. It enables the Council to 
monitor the achievement of the city’s strategic objectives as set out in the Our 
Manchester Strategy, and to consider whether those objectives have led to the 
delivery of appropriate, cost effective services. The Council’s Corporate Plan sets out 
the Council’s contribution to the Our Manchester vision. The objectives in Our 
Manchester and Our Corporate Plan are underpinned by the four Our Manchester 
principles; 

 
x   Better lives – it’s about people 
x   Listening – we listen, learn and respond 
x   Recognising strengths of individuals and communities – we start from

 strengths 
x   Working together – we build relationships and create conversations 

 
3.2 The system of internal control is a significant part of the framework and is designed 

to manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve 
the Council’s aims and objectives, and can therefore only provide reasonable and not 
absolute assurance of effectiveness. The system of internal control identifies and 
prioritises risks; evaluates the likelihood of those risks being realised and the impact 
should they be realised; and aims to manage them efficiently, effectively and 
economically. 

 
 
 
 
 
 
 
 
 
 

Page 162

Item 7Appendix 1,

http://www.legislation.gov.uk/uksi/2015/234/pdfs/uksi_20150234_en.pdf
http://www.legislation.gov.uk/uksi/2015/234/pdfs/uksi_20150234_en.pdf
http://www.legislation.gov.uk/uksi/2020/404/regulation/2/made
http://www.legislation.gov.uk/uksi/2020/404/regulation/2/made
http://www.manchester.gov.uk/downloads/download/6426/the_manchester_strategy
http://www.manchester.gov.uk/downloads/download/6426/the_manchester_strategy


 5 

4. The Governance Framework 
 
Corporate governance is a phrase used to describe how organisations direct and control what they do. The Council operates to a Code 
of Corporate Governance, which forms part of the Constitution. The Code was updated in 2019 to ensure it reflected the Council’s current 
governance arrangements, and complied with CIFPA’s “delivering good governance in Local Government Framework (2016 Edition)”. 
The table below includes examples of how the Council has adhered to its governance commitments set out in the Code and includes 
hyperlinks to sources of further information, which include more detail about how the Council has implemented its commitments. 
 
A. Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the rule of law. 
The Council’s 
Commitment to 
Good Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Behaving with 
Integrity 

 
 

x The Council’s Our Manchester approach includes four central principles that 
underpin everything the Council does, including how it works with partners, how it 
makes decisions and how it serves local communities; 

 
o Better lives – it’s about people 
o Listening – we listen, learn and respond  
o Recognising strengths of individuals and communities – we start from 

strengths 
o Working together – we build relationships and create conversations 

 
x “Listening in Action” events, attended by The Leader and the Chief Executive, give 

staff the opportunity to engage with senior leaders. At the events, staff can ask 
questions and understand more about the future direction of the Council, the Our 
Manchester Strategy, and what the ‘behaviours’ are that are expected of all staff.  
 

x The Council has a zero tolerance approach towards fraud and corruption and this 
commitment is set out in the Council's Anti-fraud and Irregularity Strategy.  

 

 
 
People Strategy - Our 
People 
 
 
 
 
 
 
 
 
 
 
 
 
 
Counter Fraud Strategy 
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A. Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the rule of law. 
The Council’s 
Commitment to 
Good Governance 

How the Council meets these principles Where you can see 
Governance in action 

x The Whistleblowing Policy, which was updated and reviewed by Standards 
Committee in November 2018, provides protection for individuals who raise any 
serious concerns they have about suspected illegal or illegitimate practices at the 
Council, and explains how these will be investigated. Future revisions to the Policy 
will be reviewed by Audit Committee.  
 

x The Council ensures that, as part of their induction, new members of staff clearly 
understand the values of the organisation, and the standards of behaviour which 
are expected. As part of the Our People strategy, improved induction and ‘About 
You’ processes were introduced. These ensure that all staff understand the part 
they will play in delivering the vision for the city set out in Our Manchester.   

 
x A Register of Members’ Interests, in which Members’ disclosable pecuniary 

interests, personal interests and prejudicial interests (as defined in the Member 
Code of Conduct) are registered. Each Member’s individual entry can be viewed 
from their webpage, accessed via the ‘Your Councillors’ webpage. 
 

x The operation of the updated Member procedures for Gifts and Hospitality, Use of 
Resources and the Member Officer Relations Protocol was reviewed by Standards 
Committee in March 2019.  

 

Whistle Blowing Policy 
 
 
 
 
 
Our People – People 
Strategy Update 
 
 
 
 
Your Councillors 
 
Annual review of the 
operation of the Use of 
Resources Guidance 
for Members, the 
Gifts and Hospitality 
Guidance for Members 
and the Member / 
Officer Relations 
Protocol 
 
 

 
Demonstrating 
Strong Commitment 
to Ethical Values 

 
x The Standards Committee champion high standards of ethical governance from 

elected members and the Council as a whole. A summary of its work is included in 
its Annual Report to Council.  
 

 
Standards Committee 
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A. Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the rule of law. 
The Council’s 
Commitment to 
Good Governance 

How the Council meets these principles Where you can see 
Governance in action 

x The Council has a Code of Conduct for elected and co-opted Members, 
(Constitution Part 6, section A), as required by the Localism Act 2011. Allegations 
that the Code has been breached are heard by the Standards Sub Committee. A 
summary of the outcome of investigations is included in the Standards Committee 
Annual Report. The operation of the Code of Conduct is reviewed annually by 
Standards as part of the annual review of the Constitution. 

 
x The Members’ Update on Ethical Governance was updated and reviewed by 

Standards Committee in October 2019. 
 

x An Employee Code of Conduct (Constitution Part 6, Section E) which makes it 
clear what standards are expected from staff across the organisation in the 
performance of their duties. The Member/Officer Relations Protocol (Constitution 
Part 6, Section F) governs the relationships between officers and members of the 
Council. 

 
x The Council insists its commitment to its values and integrity is shared by external 

suppliers delivering services on its behalf, as detailed in its Ethical Procurement 
Policy.  

 
x The Council has a Partnership Governance Framework, which sets out protocols 

for partnership working, and the high standards of conduct which are expected 
from partner organisations. The Framework will be reviewed, as part of efforts to 
continually seek improvements in the wider Register of Significant Partnerships 
process.    

Local Code of Conduct 
for Members 
 
Standards Committee 
Annual Report 
 
 
Members’ Update on 
Ethical Governance 
 
Employee Code of 
Conduct, 
Member/Officer 
Relations Protocol 
 
 
Ethical Procurement 
Policy 
 
 
 
Partnership 
Governance 
Framework 

 
Respecting the Rule 
of Law 
 
 

 
x The Council’s City Solicitor undertakes the role of Monitoring Officer. The 

Monitoring Officer ensures that Council decisions are taken in a lawful and fair 
way, correct procedures are followed, and that all applicable laws and regulations 
are complied with.   
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https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=150&MId=2754&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=150&MId=2754&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=150&MId=2754&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=150&MId=2754&Ver=4
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
http://www.manchester.gov.uk/directory_record/160214/ethical_procurement_policy/category/1209/business_and_investment
http://www.manchester.gov.uk/directory_record/160214/ethical_procurement_policy/category/1209/business_and_investment
http://www.manchester.gov.uk/downloads/download/5413/key_governance_documents
http://www.manchester.gov.uk/downloads/download/5413/key_governance_documents
http://www.manchester.gov.uk/downloads/download/5413/key_governance_documents
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A. Behaving with integrity, demonstrating strong commitment to ethical values, and respecting the rule of law. 
The Council’s 
Commitment to 
Good Governance 

How the Council meets these principles Where you can see 
Governance in action 

  
x The Council uses its legal powers, including the ‘general power of competence’ to 

promote its values and priorities to the full benefit of the citizens and communities 
in Manchester. 
 

x The Council has measures to address breaches of its legal and regulatory powers. 
The Council’s Monitoring Officer (the City Solicitor) has statutory reporting duties in 
respect of unlawful decision making and maladministration. 
 

x The Council appoints Statutory Officers who have the skills, resources and support 
necessary to ensure the Council’s statutory and regulatory requirements are 
complied with. 

 
x The Chief Finance Officer (Deputy Chief Executive and City Treasurer) has 

statutory reporting duties in respect of unlawful and financially imprudent decision 
making. 

 
x The Council ensures that it complies with CIPFA’s Statement on the Role of the 

Chief Finance Officer in Local Government (2016). 

 
 
 
 
 
 
Our Constitution (article 
12.3(b)) 
 
 
 
 
 
 
Our Constitution (article 
12.4(a)) 
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https://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN05687
https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
https://www.cipfa.org/policy-and-guidance/reports/the-role-of-the-chief-financial-officer-in-local-government
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution


 9 

 
B. Ensuring openness and comprehensive stakeholder engagement 
The Council’s 
Commitment to 
Good Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Ensuring Openness 

 
x The Council’s website is set out in a clear and easily accessible way, using 

infographics and plain language. The information which residents use most, such 
as about Council Tax, and Waste and Recycling can be accessed quickly and 
easily from the main page. 

 
x The Council’s commitment to Openness is set out in its Constitution (Article 12.3 

(e)) and is evidenced by its decisions, along with the reasons for them being made 
publicly accessible. 
 

x All Council and Committee meetings are held in public (other than in limited 
circumstances where consideration of confidential or exempt information means 
that the public are excluded), with agenda and reports being produced in paper 
form and on the Council’s website.  Live-streamed webcasts of Council, Executive 
and Scrutiny committee meetings are available online, as well as in an archive 
which can be accessed on-demand. 
 

x The Council publishes a Register of Key Decisions to notify the public of the most 
significant decisions it is due to take. To make the Register accessible and 
transparent the format discourages the use of 'generic entries' for types of decision, 
and encourages decisions to be included in full.  
 

 
 
 
 

 
manchester.gov.uk 
website 
 
 
 
Our Constitution 
(article 12.3(e)) 
 
 
Council Meeting 
Agendas and Reports 
 
Online Videos of 
Council Meetings 
 
 
Register of Key 
Decisions 
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http://www.manchester.gov.uk/
http://www.manchester.gov.uk/
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://secure.manchester.gov.uk/info/100004/the_council_and_democracy/2446/our_constitution
https://democracy.manchester.gov.uk/ieDocHome.aspx?bcr=1
https://democracy.manchester.gov.uk/ieDocHome.aspx?bcr=1
http://www.manchester.gov.uk/councilmeetinglive
http://www.manchester.gov.uk/councilmeetinglive
https://democracy.manchester.gov.uk/mgListPlans.aspx?RPId=147&RD=0&bcr=1
https://democracy.manchester.gov.uk/mgListPlans.aspx?RPId=147&RD=0&bcr=1
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B. Ensuring openness and comprehensive stakeholder engagement 
The Council’s 
Commitment to 
Good Governance 

The Council’s Commitment to Good Governance The Council’s 
Commitment to Good 
Governance 

  
x The Council has an “Open Data” website to meet its commitment to publishing as 

much non-personal data as possible. This means partners and the public can freely 
make use of it, supporting transparency and accountability.  
 

x The Council has an online residents’ survey, which helps it to design services 
around residents’ views and concerns about their local area and their public 
services. 

 
x The Council informs, consults and involves residents in significant decisions 

including service and budget changes. Their views are submitted to those making 
decisions for consideration. Consultations and surveys this year have included the 
Budget Consultation 2020/21, and a Northern Quarter consultation about plans 
which aim to make streets in this area safer, greener and better for everyone – on 
foot and by bike – as well as other transport users. 

 

 
Open Data 
 
 
 
Our Manchester 
Residents Survey 
 
 
Consultations and 
Surveys 

 
Engaging 
Comprehensively 
with Institutional 
Stakeholders 

 
x The Our Manchester Forum supports development of effective relationships across 

leaders of the city’s key private, public and voluntary sector organisations. The 
Forum benefits the city by driving forward the priorities set out in the Our 
Manchester Strategy. 
 

x The Council publishes its Partnership Governance Framework, which standardises 
the approach to managing partnerships to strengthen accountability, manage risk, 
and to ensure that a consistent approach is taken to working with partners. 

 
x The Council also maintains a list of major partnerships in a Register of Significant 

Partnerships. This contains an assessment of the strength of the governance 
arrangements of each partnership, shining a light on areas where improvements 
may be required - so that these can then be addressed. 

 
Our Manchester 
Forum 
 
 
 
Partnership 
Governance 
Framework 
 
Register of Significant 
Partnerships 
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http://open.manchester.gov.uk/
http://www.manchester.gov.uk/directory_record/232132/our_manchester_resident_survey/category/1461/live_consultations
http://www.manchester.gov.uk/directory_record/232132/our_manchester_resident_survey/category/1461/live_consultations
http://www.manchester.gov.uk/info/200024/consultations
http://www.manchester.gov.uk/info/200024/consultations
http://www.manchesterpartnership.org.uk/manchesterpartnership/info/2/our_manchester_forum
http://www.manchesterpartnership.org.uk/manchesterpartnership/info/2/our_manchester_forum
http://www.manchester.gov.uk/downloads/download/5413/key_governance_documents
http://www.manchester.gov.uk/downloads/download/5413/key_governance_documents
http://www.manchester.gov.uk/downloads/download/5413/key_governance_documents
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=538&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=538&Ver=4
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B. Ensuring openness and comprehensive stakeholder engagement 
The Council’s 
Commitment to 
Good Governance 

The Council’s Commitment to Good Governance The Council’s 
Commitment to Good 
Governance 

 
 

 
x The Council supports different ways for residents to raise their individual and 

community’s concerns to elected members, for example by contacting their Ward 
Co-ordinator. 

 

 
 
 

 
Engaging with 
Individual Citizens 
and Service Users 
Effectively 

 
x As part of Our Manchester, the Council focuses on a ‘strengths based’ approach to 

residents and communities. This means: 
o Recognising that it’s about people and better lives 
o We listen, learn and respond 
o Recognising strengths of individuals and communities – we start from 

strengths 
o Working together, we build relationships and create conversations 
o This approach is used consistently to inform the development of policy and 

strategy. One of the first examples of this was the Family Poverty Strategy. 
 

x The Council is developing some of the next steps to seek to improve how we 
undertake consultations and community engagement. Part of this involves a 
commitment to ensuring that our workforce have the skills to take an Our 
Manchester engagement approach to working with residents and communities, 
which forms part of the programme for the new Campaigning Engagement 
Framework (CEF). 

 
x The Communications Service Plan Review provides an update on the delivery of 

the Communications Strategy for 2019/20. It outlines progress against the key 
delivery themes for Council communications of integrated working with partners, 
digital delivery, participation and engagement. 
 
 
 

 
The Family Poverty 
Strategy 2017/22 
 
 
 
 
 
 
 
The Council’s 
approach to 
Consultation 
 
Our Manchester 
Campaigning 
Engagement 
Framework 
 
Communications 
Service Plan - Review 
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https://www.manchester.gov.uk/downloads/download/6929/family_poverty_strategy_2017-22
https://www.manchester.gov.uk/downloads/download/6929/family_poverty_strategy_2017-22
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=137&MId=144&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=137&MId=144&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=137&MId=144&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=149&MId=584&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=149&MId=584&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=149&MId=584&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=149&MId=584&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=137&MId=144&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=137&MId=144&Ver=4
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B. Ensuring openness and comprehensive stakeholder engagement 
The Council’s 
Commitment to 
Good Governance 

The Council’s Commitment to Good Governance The Council’s 
Commitment to Good 
Governance 

 
Engaging with 
Individual Citizens 
and Service Users 
Effectively 

 
x An ‘Our Manchester’ approach was taken for the Budget Conversation, to inform 

the 2017 to 2020 Budget. This resulted in significant engagement about what 
people value and why, as well as what they could do to support those things. We 
consulted again on our current budget for Council services, which will be for one 
year only, 2020/21. This builds on our existing priorities, which were determined by 
Manchester residents. 
 

x Scrutiny Committees proactively invite local and national interested parties to 
contribute to their discussions.  
 

x To promote transparency and wider engagement with Council decisions, residents 
can sign up for email e-bulletins and use social media to interact with the Council. 
 

x There is a Social Media Code of Practice for staff in place to ensure a consistent 
approach, security of information, and avoid reputational damage. Social Media 
Guidance for Members has been updated, but the planned review by Standards 
Committee has been delayed due to COVID-19. 
 

x As part of its consideration of the needs of the current and future service users in 
the city, the Council produces an annual Joint Strategic Needs Assessment 
(JSNA). This provides a baseline assessment of need across the city as a whole, 
and is a key piece of evidence underpinning the development of the Joint Health 
and Wellbeing Strategy. 
 

x Our Integrated Annual Report gives an overview of funding, spending, activities 
and performance to show what was achieved in the financial year, as we worked 
towards the city's goals outlined in the Our Manchester Strategy. 
 

 
Budget 2020/21 
 
 
 
 
 
 
Scrutiny Committee 
news bulletins 
 
E-bulletins and Social 
Media 
 
Social Media Guidance 
for Members 
 
 
 
Joint Strategic Needs 
Assessment 
 
 
 
 
Integrated Annual 
Report 
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https://secure.manchester.gov.uk/info/200024/consultations_and_surveys/7888/budget_202021
http://www.manchester.gov.uk/info/100004/the_council_and_democracy/5087/scrutiny
http://www.manchester.gov.uk/info/100004/the_council_and_democracy/5087/scrutiny
https://www.manchester.gov.uk/info/100004/the_council_and_democracy/6068/e-bulletins_and_social_media
https://www.manchester.gov.uk/info/100004/the_council_and_democracy/6068/e-bulletins_and_social_media
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=150&MId=2755&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=150&MId=2755&Ver=4
http://www.manchester.gov.uk/info/500230/joint_strategic_needs_assessment
http://www.manchester.gov.uk/info/500230/joint_strategic_needs_assessment
https://www.manchester.gov.uk/downloads/download/7138/our_annual_report_201819
https://www.manchester.gov.uk/downloads/download/7138/our_annual_report_201819
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x The Age-Friendly Manchester Older People's Board includes and represents older 
people, addressing issues affecting the quality of life for older residents and their 
communities across Manchester.  The Board members provide a vital voice for 
older people in the city. 
 

x The Council is committed in its support of the Manchester Youth Council, which 
acts to ensure young people have a strong voice enabling them to influence 
decision makers in the city and shape future services. 
 

x The Council produces public reports which provide information on complaints 
performance, and which identify where service improvements may be required. 
Strategic Directors share the complaints performance reports with their respective 
Executive Members. The Annual Complaints and Enquiries Report is submitted to 
Audit Committee. 

 

Older People’s Forum 
and Board 
 
 
 
Manchester Youth 
Council 
 
 
Annual Complaints 
and Enquiries Report 
(accessed via the 
supplementary 
Agenda) 
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http://www.manchester.gov.uk/info/200091/older_people/7113/events_things_to_do_and_local_contacts/5
http://www.manchester.gov.uk/info/200091/older_people/7113/events_things_to_do_and_local_contacts/5
http://www.manchesteryouthcouncil.co.uk/
http://www.manchesteryouthcouncil.co.uk/
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=533&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=533&Ver=4
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C. Defining outcomes in terms of sustainable economic, social, and environmental benefits 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Defining Outcomes 

 
x An extensive consultation in 2015 led to a 10-year strategy for the city – the 

Our Manchester Strategy 2016-2025 – which included a new approach to 
working across the whole organisation and with residents, partners and other 
key stakeholders.  The overall vision is of Manchester as a: 

o Thriving and Sustainable City 
o Highly Skilled City 
o Progressive and Equitable City 
o Liveable and Low Carbon City 
o Connected City 

 
x Our Corporate Plan sets out the Council’s contribution to the Our Manchester 

vision. The Plan was updated for 2020/21, to reflect the city’s zero carbon 
ambitions and declaration of the climate emergency. The priorities are; 

o Zero carbon Manchester 
o Young people 
o Healthy, cared-for people 
o Housing 
o Neighbourhoods 
o Connections 
o Growth that benefits everyone 
o Well-managed Council 

 
x The Council uses its budget and business planning process to ensure that 

progress towards the strategic vision for the city is made in the most effective 
and efficient way.  
 

 
Our Manchester 
Strategy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Budget 2020/21 
 
The Single Council 
Business Plan / 
refreshed Corporate 
Plan 
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http://www.manchester.gov.uk/mcrstrategy
http://www.manchester.gov.uk/mcrstrategy
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
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C. Defining outcomes in terms of sustainable economic, social, and environmental benefits 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

x The Council sets a Medium-Term Financial Plan, which sets out the financial 
assumptions and provides a set of goals for financial decision making for the 
planning period ahead. 
 

x A Performance Management Framework enables the Council and its 
Committees to access timely and accurate information about service delivery, 
supporting intervention to address any barriers to good performance. 
 

x The city’s role in delivering Our Manchester will provide a key element of 
support for the linked objectives of the Greater Manchester Combined 
Authority (GMCA), as set out in the Strategy launched in October 2017; “The 
Greater Manchester Strategy – Our People, Our Place”. 

 
x The Council has processes in place to identify and manage risks to the 

achievement of its objectives, as set out in the Risk Management Strategy. The 
Corporate Risk Register is a part of this framework and is used to inform 
decision making, provide assurance over actions being taken to manage key 
risks, and to inform risk management planning and mitigation activities. 
 

x The Council has developed a School Governance Strategy to support and 
secure effective governance of schools in the city. 

 

Medium-Term Financial 
Plan 
 
 
Performance 
Management Framework 
 
 
Our People, Our Place 
 
 
 
 
Annual Corporate Risk 
Management Report and 
Corporate Risk Register 
 
 
 
The School Governance 
Strategy 
 

 
Sustainable 
Economic, Social and 
Environmental 
Benefits 
 
 
 

 
x The themes of sustainability, equity, and low carbon emissions are at the heart 

of the vision statement in the Our Manchester Strategy. In reports where the 
Council is recommending a decision, the impact that the decision will have on 
these broad objectives in the strategy will be set out.  
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https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
http://www.manchester.gov.uk/info/500002/council_policies_and_strategies/5600/performance_management
http://www.manchester.gov.uk/info/500002/council_policies_and_strategies/5600/performance_management
https://www.greatermanchester-ca.gov.uk/ourpeopleourplace
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=538&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=538&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=538&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=144&MId=538&Ver=4
http://www.manchester.gov.uk/info/100005/schools_education_and_childcare/6051/school_governors/5
http://www.manchester.gov.uk/info/100005/schools_education_and_childcare/6051/school_governors/5
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C. Defining outcomes in terms of sustainable economic, social, and environmental benefits 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Sustainable 
Economic, Social and 
Environmental 
Benefits 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

x The Council sets out the factors it has taken into consideration when making 
decisions in reports, which are available on its website. It also maintains a 
public Register of Key Decisions. 
 

x Our Manchester demands an integrated approach to the deployment of 
revenue and capital spend against a clear set of priorities. The Council has a 
longer term five-year Capital Strategy, which forms a critical part of strategic 
service and financial planning. This has been updated for the years 2020-2025. 
 

x As part of the business planning process, the Council sets out how it will work 
towards its agreed Equality Objectives. When required, Equality Impact 
Assessments are carried out to assess the impact of proposals, which may 
have an effect on different individuals and communities across the city. 
 

x The Council strives to ensure fair access to services and monitors the extent to 
which this is occurring through its regular ‘Communities of Interest’ publication. 
Future publications will be called ‘Communities of Identity’. 
 

x In July 2019, the Council declared a climate emergency recognising that urgent 
action needs to be taken to reduce the city's carbon emissions and mitigate the 
negative impacts of climate change. 
 

x The target is for Manchester to become a zero carbon city by 2038 at the 
latest. The Council established a Zero Carbon Coordination Group (ZCCG) to 
drive forward the integrated activity required to ensure that the Council plays its 
full part in ensuring the city reaches its ambitious climate change 
commitments. 

 
 

Executive Reports 
 
Register of Key 
Decisions 
 
Capital Strategy 
 
 
 
Equality Objectives 
 
 
 
 
Communities of Interest 
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https://democracy.manchester.gov.uk/ieListMeetings.aspx?CId=147&Year=0
https://democracy.manchester.gov.uk/mgListPlans.aspx?RPId=147&RD=0&bcr=1
https://democracy.manchester.gov.uk/mgListPlans.aspx?RPId=147&RD=0&bcr=1
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=624&Ver=4
http://www.manchester.gov.uk/info/200041/equality_and_diversity/5885/our_approach_to_equality
http://www.manchester.gov.uk/info/200041/equality_and_diversity/5879/equality_analysis
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C. Defining outcomes in terms of sustainable economic, social, and environmental benefits 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Sustainable 
Economic, Social and 
Environmental 
Benefits 

x Along with other partners, the Council works with the Manchester Climate 
Change Agency (MCCA) to develop initiatives which will contribute towards the 
goal of Manchester becoming a zero carbon city. The approach will be set out 
in the Manchester Climate Change Framework 2020-2025 
 
 

x Our Manchester Industrial Strategy sets out Manchester’s vision for developing 
a more inclusive economy that all residents can participate in and benefit from, 
which will support the delivery of the Our Manchester Strategy, and the Greater 
Manchester Local Industrial Strategy. 

 
 
 

x Manchester collaborates with the other GM authorities to prepare the Greater 
Manchester Spatial Framework (GMSF). This document will provide a policy 
framework to guide development across the City Region up to 2037. An update 
setting out next steps following the consultation on the second draft GMSF in 
early 2019 is available online. 
 

x To enable a coordinated approach to transport investment, the Council will 
work with other GM authorities, GMCA, the Local Enterprise Partnership and 
TfGM to deliver the Greater Manchester Transport Strategy 2040.  
 
 

x An updated Family Poverty Strategy for Manchester has been in place since 
September 2017, supporting the aim of becoming a more progressive and 
equitable city. 

 

Manchester Climate 
Change Framework 
2020-2025 
 
Developing a More 
Inclusive Economy - Our 
Manchester Industrial 
Strategy 
 
Greater Manchester 
Local Industrial Strategy 
 
 
Greater Manchester 
Spatial Framework 
Consultation Responses 
- Update 
 
 
Greater Manchester 
Transport Strategy 2040: 
Draft Delivery 
Plan (2020–2025) 
 
Manchester Family 
Poverty Strategy 2017-
2020 
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http://www.manchesterclimate.com/framework-2020-25
http://www.manchesterclimate.com/framework-2020-25
http://www.manchesterclimate.com/framework-2020-25
http://www.manchesterclimate.com/framework-2020-25
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=619&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=619&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=619&Ver=4
https://democracy.manchester.gov.uk/ieListDocuments.aspx?CId=147&MId=619&Ver=4
https://www.gov.uk/government/publications/greater-manchester-local-industrial-strategy
https://www.gov.uk/government/publications/greater-manchester-local-industrial-strategy
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C. Defining outcomes in terms of sustainable economic, social, and environmental benefits 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

x The Council is part of a Strategic Education Partnership, working with schools 
and local businesses to promote economic growth, reduce dependency, and 
help people gain the skills needed to access rewarding jobs in the city. 
 

x The Council considers Social Value and follows an Ethical Procurement Policy, 
which sets out ethical trade practices and the ethical core objectives that the 
Council will deliver through commissioning and procurement activities. 

 
x In November 2019, the Council announced its successful accreditation as a 

Living Wage Employer by the national Living Wage Foundation (LWF). 

Strategic Education 
Partnership Board 
 
 
Social Value 
 
 
 
Living Wage 
Accreditation 
announcement 

 
D. Determining the interventions necessary to optimise the achievement of the intended outcomes 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Determining 
Interventions 

 
x Decision makers receive accurate, relevant and timely performance and 

intelligence to support them with objective and rigorous analysis of options, 
covering intended outcomes, financial impact and associated risks informing 
efficient service delivery. This can take the form of regular performance 
reporting, or bespoke reports.  
 

x Delegation of decision making to officers is detailed in the Constitution, so that 
they can deal with the day-to-day running of the service without the need to 
constantly refer matters back to Elected Members. Details of what decisions 
are taken in this way are included in the Scheme of Delegation in the council's 
Constitution.  Further specific delegations may be granted, through 
recommendation in public reports to Committees. 

 

 
Performance 
Management Framework 
 
Executive Reports 
 
 
Our Constitution (Part 3, 
Section F) 
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D. Determining the interventions necessary to optimise the achievement of the intended outcomes 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
Planning Interventions 
 
 
 
 
 
 

 
x The Council plans its activity at a strategic level through its budget and 

business planning cycle and does so in consultation with internal and external 
stakeholders to ensure services delivered across different parts of the 
organisations and partners complement each other and avoid duplication. 
 

x The Manchester Partnership’s Thematic Partnerships support delivery 
agencies across the city to co-ordinate their activity and consider how they can 
collaborate to reduce the risks to achieving their outcomes. 
 

x The effectiveness of the Council’s interventions and the quality of its services is 
monitored through the provision of regular performance reports, showing 
progress towards goals and targets set in the budget and business plans. Key 
areas are highlighted, so that decision makers can take corrective action where 
necessary. 
 

x The Council’s Communication Strategy sets out its approach to engaging with 
stakeholders, to ensure their involvement in determining how services and 
interventions should be delivered.  

 
x The Council has a Planning Protocol within its Constitution (Part 6, Section B), 

to ensure fair planning decisions are based on sound evidence. This was 
reviewed by Standards Committee in November 2018. 

 
Business Plans and 
Budgets 
 
 
 
The Manchester 
Partnership 
 
 
Performance 
Management Framework 
 
 
 
 
Communications Service 
Plan - Review 
 
 
Planning Protocol 
 

 
Optimising 
Achievement of 
Intended Outcomes 

 
x The Council integrates and balances service priorities, affordability and other 

resource constraints, supporting it to take into account the full cost of 
operations over the medium and longer term, including both revenue and 
capital spend budgets. This includes a medium term financial plan. 

 
 

 
Medium-Term Financial 
Plan 
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D. Determining the interventions necessary to optimise the achievement of the intended outcomes 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can see 
Governance in action 

 
x The Council considers Social Value at pre-tender and tender stage, to ensure 

that appropriate desirable outcomes can be offered by suppliers in their tender 
submissions. An example of this approach can been seen in the major six-year 
restoration project – Our Town Hall. 

 

 
Social Value 
 
Our Town Hall – Social 
Value 
 

 
 
 
 
 
 
 
 
E. Developing the entity’s capacity, including the capability of its leadership and the individuals within it 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

 
Developing the 
Organisation’s 
Capacity 

 
x The Council’s Our People Strategy articulates what its workforce will need to be like 

in order to achieve the vision set out in Our Manchester. As part of this workforce 
plans are developed, which ensure staff have the necessary skills and behaviours to 
deliver this vision for the city. These behaviours are; 

 
                   • We work together and trust each other 
                   • We’re proud and passionate about Manchester 
                   • We take time to listen and understand 
                   • We ‘own it’ and we’re not afraid to try new things 
 

 
Our People 
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E. Developing the entity’s capacity, including the capability of its leadership and the individuals within it 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

x The Council continually seeks better outcomes from its use of resources by 
comparing information about functions, expenditure and performance with those of 
similar organisations and assesses why levels of economy, efficiency and 
effectiveness are different elsewhere. It acts upon the findings of this intelligence as 
part of its budget and business planning to ensure continual effectiveness of service 
delivery. 

 
 
 
 

 
Developing the 
Capability of the 
Organisation’s 
Leadership and Other 
Individuals 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
x The Council Leader and Chief Executive have clearly defined roles, and maintain a 

shared understanding of roles and objectives. The Chief Executive leads on 
implementing strategy and managing service delivery and other outputs set by 
members. The Chief Executive and Leader provide a check and balance for each 
other’s authority. 
 

x The Council maintains an annually updated Scheme of Delegation, setting out which 
decisions and powers have been delegated to various Committees and Officers. 

 
x To enable Elected Members and Senior Officers to have a shared understanding of 

their respective roles the Council has produced a Protocol governing Member and 
Officer relations. 
 

x Immediately following local elections, new Council Members receive an induction 
into the work of the Council and their role as local members.  The format and 
content are reviewed annually with members. A new member induction programme 
was introduced in 2018, which spread increased content over two separate sessions 
and including an interactive session. In 2019, induction training was opened up to all 
members, and a number of other members attended induction sessions. The 
programme is subject to ongoing evaluation and review. The form and content of the 
induction is reviewed annually with Members. Member Development Strategy was 
considered at March 2019 Standards Committee. Planning is underway in respect of 
the programme for 2020/21, taking into account feedback from Members.  

 
Our Constitution 
(Part 3, Section F) 
 
 
 
 
Our Constitution 
(Part 6, Section F) 
 
 
 
 
 
Member 
Development and 
Training 
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E. Developing the entity’s capacity, including the capability of its leadership and the individuals within it 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

 
Developing the 
Capability of the 
Organisation’s 
Leadership and Other 
Individuals 

 
x An Annual Members’ Assurance Statement is compiled, to identify governance 

challenges relating to the roles of elected members.  
 

x As part of the Our People strategy, improved induction and appraisal processes 
(“About You”) were introduced. These ensure all staff understand the part they will 
play in delivering the vision for the city in Our Manchester. A new induction 
approach was also developed.  

 
x Each year the Council listens to the views of its staff via the annual “BHeard” 

survey, and uses learning from this to make continuous improvements in the way 
that it operates and communicates. This feedback played a key part in the 
development of the Our People Strategy. 
 

x There are a number of tools in place to ensure staff are briefed effectively, for 
example via staff engagement events, such as “Listening in Action” events which 
seek to engage staff on a regular basis and involves a Questions and Answers 
session with the Leader and Chief Executive, as well as active participation from 
Executive Members. 
 

x Internal regular staff e-mail communications were re-launched with a new look and 
feel for 2019 onwards; 
 

x The Buzz – a dedicated channel for Chief Executive to connect with staff in 
an informative and engaging way. 

x Team Talk – a dedicated channel for all managers. 
x The Forum – an all-staff broadcast designed to include something for 

everyone. 
 

 
 
 
 
Our People 
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E. Developing the entity’s capacity, including the capability of its leadership and the individuals within it 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

x The Council delivers a comprehensive programme of leadership and management 
development, which all new managers are enrolled on. The programmes are 
targeted at different Grade banding, and cover a spectrum of areas essential to 
managers in the organisation.  

 
x The Council is committed to promoting the physical and mental health and wellbeing 

of the workforce as a core component of the People Strategy through both specific 
interventions and opportunities and as a central part of the role of all managers. 
There is a dedicated intranet page with a wide range of support and guidance for 
staff and their managers covering a wide range of health and wellbeing topics and a 
24/7 Employee Assistance Programme (phone line) providing a range of support. 
The strategy for Employee Health and Wellbeing in the Council is called ‘Being Our 
Best Selves’. 

 
x The Council has an open and welcoming approach to external and peer review and 

inspection and actively considers constructive feedback. 
 

 
 
 
 
 
Being Our Best 
Selves 
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F. Managing risks and performance through robust internal control and strong public financial management 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

 
Managing Risk 
 
 
 
 
 
 

 
x The Council operates a risk management framework that aids decision making in 

pursuit of the organisation’s strategic objectives, protects the Council’s reputation 
and other assets and is compliant with statutory and regulatory obligations.  
 

x The Corporate Risk Register is part of this framework and is an articulation of the 
key risks impacting the Council. It is used to inform decision making, provide 
assurance over actions being taken to manage key risks and to inform directorate 
level risk management planning and mitigation activities. Named risk managers are 
identified in the Register for its key strategic risks. 

 
x Risk training has been reviewed and refreshed, alongside the Our People and Our 

Manchester strategies. Two new e-learning packages; for risk management, and 
business continuity were launched in April 2020. 
 

x Risk Management forms part of the Council integrated performance, finance and 
risk reporting to SMT, which includes a verification of the effectiveness of 
operational processes. 
 

x Risk management is an integral component of the budget and business planning 
process. During 2019/20 there was Risk and Resilience Team scrutiny and 
assurance over Business Plan risk assessments. 

 
x Council Heads of Service provide a self-assessment of the effectiveness of Risk 

Management within each Service, as part of their annual assessment of their 
Service’s compliance with the Code of Corporate Governance. 
 

x Risks are recorded at service, directorate and corporate level, as well as within 
major projects and programmes such as Our Town Hall, the Factory and ICT 
developments.  The Risk Management team supports Directorate Management 

 
 
Annual Corporate 
Risk Management 
Report and 
Corporate Risk 
Register 
 
 
 
 
 
 
 
 
 
 
 
 
Council Business 
Plan and 
Directorate Budgets 
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F. Managing risks and performance through robust internal control and strong public financial management 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

Teams by facilitating risk workshops when requested. There is scope for greater 
consistency in approach, and in the embedding of risk recording and reporting – this 
will remain a focus of the Risk and Resilience Service for 2020/21. 
 

x The Council has a health and safety policy, supported by a three-year health and 
safety strategy.  Key priorities are to strengthen leadership of health and safety, 
ensure managers focus on significant health and safety risks and improve employee 
participation within the risk assessment process.  Health and safety has now been 
included in all corporate and directorate Joint Consultative Committees to improve 
collaboration with Trade Unions on the health, safety and welfare of Council 
employees. 

 

 
 
 
 
Corporate Health 
and Safety Policy 
and Three Year 
Health and Safety 
Strategy 
 

 
Managing 
Performance 

 
x The Council puts in place Key Performance Indicators (KPIs) to monitor service 

delivery whether services are internal or through external providers. An integrated 
report is provided to SMT every month.  This brings together analysis of 
performance, finance, workforce intelligence and complaints - to support effective 
resource allocation, and to shine a light on any challenges so that they can be 
addressed. 

 
x The Council has developed performance ‘logic models’ which give senior managers 

a clear picture of progress towards Our Corporate Plan priorities. This takes a 
holistic view of shared priorities across Services, and involves an understanding of 
the collective contribution required to make a difference. These models measure 
both internal and external factors that influence performance towards our priorities. 

 
x As part of the Council's business planning process, service plans are reviewed and 

refreshed on an annual basis. These plans detail service priorities, which are 
aligned to corporate plan priorities, and they also set out any associated key 
performance metrics. The service plans are used to create the overall Council 

 
Performance 
Management 
Framework 
 
 
 
 
 
 
 
 
 
 
Council Business 
Plan 2020/21 
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F. Managing risks and performance through robust internal control and strong public financial management 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

Business Plan. This is taken to Scrutiny Committees, before it is approved at 
Executive. The business planning process supports both performance management 
and efficient resource allocation at a service and corporate level. 
 

x The Council ensures that external companies who deliver services have an 
understanding of expected contract performance, and monitoring takes place 
throughout the contract period.  
 

x Each year the Council produces the State of the City report, which details the 
performance against key measures established to understand how the city is 
meeting its vision and priorities. 

 

 
 
 
 
 
 
 
 
State of the City 
 
 
 

 
Effective Overview 
and Scrutiny 

 
x The Council has six scrutiny Committees, which hold decision makers to account 

and play a key role in ensuring that public services are delivered in the way 
residents want. The agenda, reports and minutes are publicly available on the 
Council’s website. 

 

 
Scrutiny 
Committees 
 

 
Robust Internal 
Control 

 
x The Council has robust internal control processes in place, which support the 

achievement of its objectives while managing risks.  
 
x The Council’s approach is set out in detail in both the latest Annual Corporate Risk 

Management report, and its Internal Audit Plan. 
 
 

x The Council has an Audit Committee, in line with CIPFA’s ‘Position Statement: Audit 
Committees in Local Authorities and Police (2018)’, which provides an independent 
and high-level resource to support good governance and strong public financial 
management. The Committee has two Independent Co-opted Members, and 

 
Annual Internal 
Audit Plan 
 
Annual Corporate 
Risk Management 
Report and 
Corporate Risk 
Register 
 
Audit Committee 
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F. Managing risks and performance through robust internal control and strong public financial management 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

provides a mechanism for effective assurance regarding risk management and the 
internal control environment.  
 

x The Council maintains clear policies and arrangements in respect of counter fraud 
and anti-corruption. These are the Anti-Fraud and Anti-Corruption Policy; 
Whistleblowing Policy; Anti Money Laundering Policy and the Anti Bribery Policy. 
 

x An assessment of the overall adequacy and effectiveness of the framework of 
governance, risk management and control is provided by the Council’s internal 
auditor in the “Head of Audit and Risk Management Annual Opinion 2019/20” 
section of this Annual Governance Statement. 

 

 
 
 
 
 
 
 
 
 
 

 
Managing Data 

 
x The processing of personal data is essential to many of the services and functions 

carried out by local authorities. The Council complies with data protection 
legislation, which includes GDPR (General Data Protection Regulation) and the 
Data Protection Act 2018 (DPA 2018). This will ensure that such processing is 
carried out fairly, lawfully and transparently. 
 

x The Council reviews and supplement its policies, and also keep its processing 
activities under review, to ensure they remain consistent with the law, and any 
compliance advice and codes of practice issued from time to time by the Information 
Commissioner’s Office (ICO). 
 

x The Council ensures that officers handling personal data are trained to an 
appropriate level in the use and control of personal data. It is made clear that all 
staff and Members are personally accountable for using the Council’s information 
responsibly and appropriately. All staff must undertake protecting information e-
learning training, and this forms part of the induction process for new staff. Data 
protection also forms part of the induction programme for new Members. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

P
age 185

Item
 7

A
ppendix 1,



 28 

F. Managing risks and performance through robust internal control and strong public financial management 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

 
x To remind staff of their responsibility to always take due care to protect information, 

the Council uses internal communication campaigns; posters and email reminders 
signposting to information protection principles and guidance. 
 

x Information Governance is overseen by the Corporate Information Assurance and 
Risk Group (CIARG) chaired by the City Solicitor who is the Senior Information Risk 
Officer for the Council (SIRO).    

 
x The Council complies with the Local Government Transparency Code 2015 by 

publishing accurate data within appropriate timeframes, in the areas mandated by 
the Code in the Council’s Open Data Catalogue together with additional data of 
value to stakeholders and the public. 
 

x The Council allocates resources to review and monitor the quality of the data which 
it produces, and which it uses to produce performance reporting to inform decision 
making. 
 

x The Council makes information available to the public via the information access 
regimes provided for by the Freedom of Information Act 2000 and the Environmental 
Information Regulations 2004. Data protection legislation, including the Data 
Protection Act 2018, provides individuals with various rights. The Council ensures 
that all valid requests from individuals to exercise those rights are dealt with as 
quickly as possible, and by no later than the timescales allowed in the legislation. 

 

 
 
 
 
 
 
 
 
Local Government 
Transparency Code 
 
Open Data 
 
 
 
 
 
Freedom of 
Information 

 
Strong Public 
Financial Management 
 
 

 
x The Council’s approach to Financial Management ensures that public money is 

safeguarded at all times, ensuring value for money. Its approach supports both long-
term achievement of objectives, and shorter term financial and operational 
performance. 

 
Medium-Term 
Financial Plan 
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F. Managing risks and performance through robust internal control and strong public financial management 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

 
 

 
x The Chief Finance Officer (Deputy Chief Executive and City Treasurer) ensures that 

appropriate advice is given on all financial matters, proper financial records and 
accounts are kept, and oversees an effective system of internal financial control. 
The City Treasurer ensures well developed financial management is integrated at all 
levels of planning and control including management of financial risks, systems and 
processes.  The Constitution (Part 5) details the financial regulations which underpin 
the financial arrangements. 
 

x The Financial Management Code (FM Code) sets out the standards of financial 
management expected for local authorities and is designed to support good practice 
and to assist local authorities in demonstrating their financial sustainability. The FM 
Code was launched in 2019, to be implemented from April 2020 with the 
commencement of a shadow year. It is expected that by 31 March 2021 Local 
Authorities can demonstrate that they are working towards full implementation of the 
code, with the first full year of compliance being 2021/22. The Council’s 
preparations for this are set out in the Budget Overview 2020/21 report. 
 

x Section 25 of the Local Government Act 2003 requires that when a local authority is 
making its budget calculations, the Chief Finance Officer (‘CFO’) of the authority 
must report to the Council on the robustness of the estimates made for the purposes 
of the calculations and the adequacy of the proposed financial reserves. The 
Council CFO’s detailed report in relation to these matters is set out in the Budget 
Overview 2020/21 report. 

 
 

 
Our Constitution 
(Part 5) 
 
 
 
 
 
 
Budget Overview - 
The Council's 
Financial Strategy 
 
 
 
 
 
 
Budget Overview - 
The Council's 
Financial Strategy 
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G. Implementing good practices in transparency, reporting, and audit to deliver effective accountability 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

 
Implementing Good 
Practice in 
Transparency 

 
x The Council follows the Local Government Transparency Code 2015, which 

includes requirements and recommendations for local authorities to publish certain 
types of data. 
 

x The Council’s website is set out in a clear and easily accessible way, using 
infographics and plain language. Information on expenditure, performance and 
decision making is sited together in one place and can be accessed quickly and 
easily from the homepage. 

 
Local Government 
Transparency Code 
 
 
manchester.gov.uk 
website 
 
 
 
 

 
Implementing Good 
Practices in Reporting 

 
x The information in the Annual Report is drawn from sources including the more 

detailed State of the City publication, which charts the city’s progress towards its 
vision and priorities.  
 

x The Council explains how it reviews its governance arrangements, and how it has 
complied with CIPFA’s “Delivering Good Governance in Local Government (2016)” 
principles by producing this Annual Governance Statement (AGS). This includes an 
action plan (section 7) identifying what governance challenges it will need to 
address in the next financial year. A concise summary of the findings of the AGS is 
included in an easily digestible format within the Annual Report.  

 

 
State of the City 
 
 
 
 
 

 
Assurance and 
Effective 
Accountability 

 
x The Council welcomes peer challenge, internal and external review and audit, and 

inspections from regulatory bodies and gives thorough consideration to arising 
recommendations. An example of positive improvement having taken place 
following recommendations can be seen in the Ofsted report, which followed on 
from their recent focused visit to the Council’s children’s services. 
 

 
Ofsted focused visit 
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G. Implementing good practices in transparency, reporting, and audit to deliver effective accountability 
The Council’s 
Commitment to Good 
Governance 

How the Council meets these principles Where you can 
see Governance 
in action 

x The Council monitors the implementation of internal and external audit 
recommendations. Assurance reports are presented to Audit Committee and 
Mazars (the Council’s external auditors) bi-annually, summarising the Council’s 
performance in implementing recommendations effectively and within agreed 
timescales.  
 

x This Annual Governance Statement contains a section “Annual Review of the 
System of Internal Audit 2019/20” which sets out how the Council has gained 
assurance regarding the effectiveness of its Internal Audit function. 
 

x Public Sector Internal Audit Standards (PSIAS) set out the standards for internal 
audit and have been adopted by the Council. This process includes the 
development of an Emergent Audit Plan designed to invite comment from 
management and the Audit Committee. 
 

Outstanding Audit 
Recommendations 
 
 
 
 
 
 
 
 
Annual Internal 
Audit Plan 
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5. Annual review of effectiveness of the governance framework 

 
5.1 The Council has a legal responsibility to conduct an annual review of the 

effectiveness of its governance framework, including the systems of internal 
control. After conducting this review the Council has assurance that its 
governance arrangements and systems of control are robust and reflect the 
principles of the Code of Corporate Governance. This section explains what 
arrangements were reviewed, and how this assurance was achieved. 
 

5.2 As well as providing overall assurance about the Council’s governance 
arrangements, the review mechanisms detailed in this section are used to identify 
governance challenges. This process takes place in a cycle, to ensure continuous 
improvement, as illustrated below. The next section details progress made in 
addressing the challenges set out in the Action Plan at the end of last year’s AGS. 

 
 
 

The governance improvement cycle 
 
 

 
 
 

2) Senior responsible 
officers are identified 
who oversee work in 

the next financial year 
to respond to each 

challenge. 

3) Progress made in addressing 
each challenge is summarised in 

next year's AGS.  

1) The Council 
considers multiple 

evidence sources to 
identify significant 

governance challenges 
that it must address. 

These are then set out 
in this year's AGS 

Action Plan.
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Leadership of governance and internal control 
 
5.3 Responsibility for governance and internal control lies with the Chief Executive and 

the Strategic Management Team (SMT), which meets on a roughly bi-weekly basis 
to steer the organisation’s activity. SMT receive a regular suite of assurance 
reports from a number of sources including the Corporate Risk Register, and the 
Integrated Monitoring Report, which allows the Council to track performance 
towards its agreed objectives. Once per year SMT review the progress in 
addressing the significant governance challenges, which were set out in the Action 
Plan in the last AGS. Progress made is summarised in Section 6 of this AGS. 

 
Summary of the process of challenge and scrutiny by Council and its 
Committees 

 
5.4 The Council has four bodies responsible for monitoring and reviewing the Council’s 

governance; 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Identifying significant governance challenges which the Council will need to 
address in the next financial year (2020/21)  

  
5.5 To identify significant governance challenges to be addressed during 2020/21, the 

Council considers a number of evidence sources, which include; 
 

x Analysis of responses from Heads of Services to online annual governance 
questionnaires, which provide a self-assessment of compliance with the Code of 
Corporate Governance.  

x Significant governance challenges in Partnerships as identified by the Council’s 
Register of Significant Partnerships assessment process. 

x A meeting of key Senior Officers with responsibility for Governance, to identify 
and discuss emerging governance issues 

x Consideration of risks identified in the Corporate Risk Register 
x Emergent challenges identified by the work of Internal Audit during 2019/20 
x Where appropriate, carrying forward elements of action points from 2019/20 if 

substantial further challenges and monitoring is required.  
 

The Executive 
 

Proposes the budget and policy framework to 
Council and makes decisions on resources 

and priorities relating to the budget and policy 
framework. 

Audit Committee 
Approves the Council’s Annual Accounts, 

oversees External Audit activity and oversees 
the effectiveness of the Council’s governance, 

risk management and internal control 
arrangements. 

Resources and Governance 
Scrutiny Committee 

 
Considers the implications of financial 
decisions and changes to corporate, 

partnership and city region governance 
arrangements. 

 

Standards Committee 
 

Promotes high standards of ethical conduct, 
advising on the revision of the Codes of 
Corporate Governance and Conduct for 

Members. 
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Key assurance processes listed above are set out in more detail below, and these 
lead to the identification of the governance challenges described in section seven. 
This sets out an Action Plan, which looks ahead to the main challenges where the 
Council will need to focus attention in 2020/21. 

 
Head of Audit and Risk Management Annual Opinion 2019/20  

 
5.6 The Head of Audit and Risk Management audit opinion focuses on the year to 

March 2020, however it was evident in the last six weeks of the financial year that 
there would be likely significant UK-wide implications of the Coronavirus (COVID-
19) outbreak and this would have an impact on the governance, risk and control 
systems across the Council. Planning was undertaken across the Council and with 
partners in anticipation of potential impacts and whilst the annual audit report is not 
intended to provide an assurance assessment of the full incident response and 
planned recovery activity, it is appropriate to acknowledge these matters and 
provide a high level commentary on the response to these unprecedented events.  
Whilst the risks and issues presented by COVID-19 are significant, they are well 
understood, are being mitigated where possible, and have been managed through 
effective governance arrangements. Therefore, as such they are not considered to 
impact adversely on the annual audit opinion. 

 
5.7 On this basis, in terms of the year to March 2020, the Head of Audit and Risk 

Management provides moderate assurance that the Council’s governance, risk 
and control framework was generally sound and operated reasonably consistently 
within the year.  This is the same opinion as issued in the previous three years and 
reflects that overall governance, financial management arrangements and core 
systems and processes within the Council remained generally sound. 

 
5.8 There are notable strengths in some areas and there have been improvements in 

some key systems however there have been issues identified as result of audit 
work and an assessment of other sources of assurance, which prevent a higher 
level of assurance. The key governance, risk and internal control strengths and 
issues of which the Head of Audit and Risk Management was made aware during 
the year and which impact on the overall opinion are described in the opinion 
report along with more details of the initial impact assessment in relation to COVID-
19. 

 
External Auditor’s Review of the Effectiveness of Governance Arrangements  

 
5.9 The Council’s external auditor is Mazars. Their Annual Audit Letter for the year 

ended 31 March 2019 was reported to Audit Committee in October 2019. The main 
conclusions of the Audit Letter regarding the key assessment areas were:  

 
Overall Value for Money Conclusion: 
 
“Our audit report issued on 31 July 2019 reported an unqualified Value for Money 
conclusion for the 2018/19 financial year.” 

 
Audit of the financial statements:  
 
Mazars also issued an unqualified opinion on the financial statements.  
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5.10 The Council monitors the implementation of external audit recommendations. 
Assurance reports are regularly presented to Audit Committee and Mazars, 
summarising the Council’s performance in implementing recommendations 
effectively and within agreed timescales. However, progress is also monitored 
through other relevant Committees and Scrutiny functions. The latest Outstanding 
Audit Recommendations Report was taken to Audit Committee in February 2020.  

 
Annual Review of the role and responsibilities of the Chief Finance Officer 

 
5.11 As part of its work on governance and financial management across public 

services, CIPFA issued its Statement on the role of the Chief Financial Officer in 
Local Government (the Statement) in 2016. The Council has undertaken a review 
of the role and responsibilities of its Chief Financial Officer (CFO) against the five 
principles that define the core activities and behaviours that belong to the role of 
the CFO and the governance requirements needed to support them. 

 
5.12 The 2019/20 review concluded that the CFO met the responsibilities of the Senior 

Finance Officer in full and was ideally placed to develop and implement strategic 
objectives within the Council, given her role as the Council’s Section 151 Officer, 
Deputy Chief Executive and City Treasurer. She reports directly to the Chief 
Executive and is a member of the Council’s Senior Management Team. The CFO 
influences all material business decisions and oversees corporate governance 
arrangements, the audit and risk management framework and the annual budget 
strategy and planning processes. The Council's financial management 
arrangements conform with the governance requirements of the CIPFA Statement 
on the Role of the Chief Financial Officer in Local Government. 

 
Annual Report of the Standards Committee 
 

5.13 The Council is committed to promoting the highest standards of conduct by 
members and has adopted a Code of Conduct for all members as part of its 
constitution. The Council has also established a Standards Committee, which is 
responsible for promoting and maintaining high standards of conduct by members 
of the Council. The Annual Report of the Standards Committee is one of the 
Council’s sources of governance assurance. 

 
Assessment of the robustness of corporate governance across services 

 
5.14 As part of the process of identifying any areas where governance may need to be 

strengthened across the organisation, Heads of Service each complete an annual 
online questionnaire.  Services provide a set of assurance scores, based on their 
self-assessment of how effectively the good governance standards set out in the 
Code of Corporate Governance (the Code) have been implemented by their 
Service. The 2019/20 questionnaire was revised to reflect the update of the Code 
carried out in 2019.  

 
5.15 Using a ‘strengths-based’ approach, services highlight and give more information 

about areas of strength and good practice in their questionnaire responses. These 
are then shared, so that good practice can be adopted across the organisation. 

 
5.16 The analysis also identifies areas where improvement and support may be 

required. Any challenges experienced by multiple services, which are significant at 
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a corporate level form part of the evidence base used to identify the governance 
challenges which the Council will address in 2020/21 (Action Plan at Section 7).  

 
Evaluation of the effectiveness of processes to gain assurance about the 
robustness of governance arrangements in the Council’s Significant 
Partnerships 

 
5.17 The Council has a standardised approach to managing its partnerships as detailed 

in the Partnership Governance Framework. This supports officers and stakeholders 
in ensuring that good governance is understood and embedded from the outset, 
and throughout the lifetime of all partnerships. The governance arrangements of 
the Council’s partnerships, which are on the Register of Significant Partnerships, 
are self-assessed annually to provide assurance that effective arrangements are in 
place, and to highlight any governance challenges which need to be addressed.  

 
5.18 The annual self-assessment process has been developed to provide clear 

accountability, and robust scrutiny and challenge. It can be summarised as follows; 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
5.19 The Council works to continuously improve both governance in partnerships, and 

the assessment process. The assessment process is reviewed annually.  
 
External inspection agencies 

 
5.20 The Office for Standards in Education, Children’s Services and Skills (Ofsted) 

inspects and regulates services which care for children and young people and 
those providing education and skills for learners. It publishes all school inspection 
reports on its website, in addition to the inspection reports for the services for 
children and families which the Council provides. The last Children’s Services 
focused visit took place in December 2019. 

 
5.21 Mazars are the Council’s External Auditors. They carry out auditing of the Council’s 

activities in accordance with the National Audit Office (NAO) Code of Audit 

Self-Assessment 
An Officer assesses a range of assurance criteria, for example Finance, and Audit and Risk 

Management arrangements for each Partnership. A recommended assurance rating is provided. 

Independent Review 
An independent panel of Officers review assurance ratings proposed for all the Partnerships, to 

assess whether sufficient evidence has been given to support the assurance level recommended.   

Strategic Management Oversight 
Senior Officers oversee the proposed ratings to ensure they accurately reflect their knowledge of 

the partnership. 

Audit Committee 
The Committee provide scrutiny and challenge of the Register.  
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Practice, which reflects the requirements of the Local Audit and Accountability Act 
2014. Their key responsibilities are to: 

 
o Give an opinion on the Council's financial statements 
o Assess the Council's arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion) 
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6 Progress in addressing the Council’s governance challenges  

This section provides an update on progress made addressing the Council’s governance challenges for the 2019/20 financial year, 
which were set out in the Action Plan in last year’s AGS (2018/19). An interim update setting out progress earlier in the financial year 
was taken to Audit Committee in November 2019. Topics below are grouped together by particular governance themes. 
 
 
Governance Area: Delivering Our Manchester 
 
 
Action 1)  “Continuing progress with embedding Our Manchester priorities, behaviours and approach across all aspects of 
service delivery, ensuring that staff develop the skills and behaviours articulated in the 'Our People' Strategy, including 
effective implementation of workforce plans. Supporting Services to move from ‘early’ and ‘developing,’ to ‘maturing’ and 
‘mature’ in the Our Manchester Self-Assessment. Continuing to develop leadership and management capacity and 
capability.” 
 
There continues to be dedicated commitment to support how the Our Manchester (OM) approach is embedded throughout the 
Council, with the internally focused OM programme integrating with Organisational Development, ensuring that Our Manchester 
remains at the core of the Our People Strategy. 
 
The response to COVID-19 has provided a catalyst for change for our residents and our workforce and has allowed us to reimagine 
what the workforce will look like in the coming months and beyond, with a workforce that is supported to excel and be well, working in 
a transformed way and delivering improved services.  
 
Going forward into 2020/21, Organisational Development and Our Manchester will be an essential part of how we bring together the 
longer term aspirations of culture change and programmes such as Our Ways of Working (under Our Transformation), with the 
shorter term need to help our workforce adapt to more agile ways of working and the ‘new normal’ within the coming months. All of 
this must be underpinned by our organisational development approach, and Our Manchester - ensuring there is a clear, coherent and 
consistent plan for our workforce. 
 
Our People Strategy 
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Our People strategy, agreed in January 2017, recognises the critical role the Council’s workforce plays behind the vision of Our 
Manchester. In agreeing the Strategy, there was a recognition that the scale of change described would take time to achieve with its 
delivery timeline broadly aligned to the Our Manchester 2025 vision. 
 
Our People strategy sets out a compelling vision for a future workforce and workplace where our systems, processes and cultures 
are fully aligned with Our Manchester behaviours and where people have the skills, opportunity and support to perform at their best. - 
This, in turn, will ensure the Council can achieve the Corporate Plan and play its full part in delivering on the vision for Our 
Manchester. During 2019 there has been continued activity to progress initiatives in support of the Our People strategy as well as the 
initiation of Our People Plan 2020/23, to articulate how we will continue to progress with Our People ambitions. 
 
Work has commenced to consult widely with key stakeholder groups regarding Our People Plan 2020/23, the current draft was 
presented to HR Sub Committee on 24 February 2020, and will next be taken to Executive. Key stakeholders will be managers, staff 
groups including the staff networks and Trade Unions. The final version will also be informed by the Race Equality review, and the 
‘BHeard’ Survey results. 
 
Some of the key activity that supports embedding of the Our Manchester approach includes: 
 
Transforming our systems, policies and processes 
 

x A review of systems, processes and governance based on feedback from staff are now being progressed as part of Our 
Transformation Programme, which will provide staff with the right tools and time to deliver high quality services for our 
residents. 

x To continue to support the Our Transformation Programme, Our Ways of Working is the opportunity to allow staff to work 
more flexibly across different locations and services in an agile way, and even more so as we move into our ‘new normal’. 

x A programme of partnership work has been developed to mobilise Bringing Services Together for People in Places which is 
Manchester's approach to place-based reform. 

x Our Manchester in Health and Social Care which is establishing an agreed format and approach for the way in which 
Manchester Health Care Commissioning (MHCC), and the Local Care Organisation (MLCO) will operate to improve the 
experience for employees and for all people and communities across the city. 

x Ongoing review of the Council’s people management policies to support alignment with Our Manchester, including Code of 
Conduct, Pay Policy, Recruitment and Selection, plus others. 
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x The Council’s overarching framework for learning and development provision ensures all providers are aware of Our 
Manchester, and are delivering the right messages when delivering training on behalf of the Council. Further work will discover 
how we transform our learning and development offer going forward into our recovery phase. 

 
Our Transformation  
 
Our Transformation is the work to modernise and digitise how the Council operates. Our Transformation is focused on five key work 
programmes: 
 

x Strengthening accountability - Reviewing how we make decisions, creating accountability and empowering our managers. 
x Our Ways of Working - Improving our working practices and culture, and making sure that we have the right tools (including 

ICT) to do our jobs. 
x Improving our Processes - Understanding and improving the processes we follow and manage to get things done. 
x Designing our Future Core - Understanding how we currently operate in the Corporate Core, identifying what needs to 

change and what the Core will look like after transformation. 
x Improving Resident & Business access to digital services - Improving the user experience of interacting with the Council 

for our residents and businesses. 
 
Bespoke work and targeted offer 
 

x Through the Self-Assessments, nine services were receiving targeted support to develop their understanding of Our 
Manchester, and what it means to them and the roles they do. This is part of the work to support services to move from 
‘developing’ to ‘mature’, and will continue as the offer develops. 

x 131 OM ‘Service Champions’ continue to support their colleagues in their own services on their journey (1.8% of organisation). 
x A focused strengths based development programme is now live, with roll out prioritised across the MLCO and the 

neighbourhood teams, with a cohort of over 300 staff having been through the programme. 
x The refresh of the Council’s leadership and management offer will be developed further to fully embed Our Manchester across 

both the Council’s core leadership and management programmes. 
x Wider development offer for senior leaders through engagement workshops and conferences, such as monthly Senior 

Leaders Group sessions and the annual Leadership Summit, which took place in October 2019. The Leadership Summit 2020 
will be planned in line with the recovery phase of COVID-19. 
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Delivering a universal offer to all 
 

x The Our Manchester Experience has welcomed over 4,000 Council staff along with 482 staff from partner organisations to 
date, and a target plan was agreed for a 7,000 staff target to be reached by September 2021, which will be reviewed in light of 
COVID-19. 

x Our Manchester Experience ‘Roadshow’ was launched, making the Experience more flexible and adapted for certain staff 
groups, such as Facilities Management and Social Care. Further adaptations and delivery will be considered, as part of the 
new offer, in line with social distancing. 

x Staff engagement events showcase Our Manchester as a way of doing things, and provide opportunity for staff to demonstrate 
the Our Manchester Behaviours.  For example, Listening in Action evolved and gave staff the chance to hear from our senior 
leaders, as well as being listened to when discussing our Corporate Plan priorities. 

x Behaviours Toolkits continue to be in circulation across the organisation and MHCC. Teams are creating and testing tools that 
suit their service, fully embedding the behaviours and how it works for them.  New tools and formats will be considered, as 
part of our recovery and support plan for the workforce. 

 
This activity forms part of an ongoing programme to fully embed Our Manchester into everything that we do, so that it is part of 
mainstream business and not a stand-alone ‘thing’ that we do.  It has supported a continued improvement in organisational 
engagement levels as measured by the BHeard Survey, with the Council increasing by 14 points since the previous year, firmly 
placing us at the high end as a ‘one-to-watch’ company. 
 
Progress on Equality 
 
Numerous programmes of work have been either commenced or completed in 2019/20 which will further embed workforce equality in 
our systems, processes, governance and culture. These are long-term and ongoing pieces of work that will incrementally improve the 
representation, opportunities and experience of all identity groups in the workforce in the coming years. There is a particular focus on 
BAME and disabled employees, as these have been identified as priority groups.  
 
The COVID-19 pandemic is causing numerous communities of identity both in Manchester generally and in the Council’s specifically 
to experience adverse impacts to a disproportionate degree. Older, disabled and BAME people and those with ongoing health 
conditions have been particularly notably impacted, and the adverse impact of lockdown on the mental wellbeing of a number of 
Council staff is also notable; but the effects touch every identity group in some way. Understanding these impacts and responding to 
them throughout the recovery period is a Council priority and will help to fully embed equality and inclusion both in the recovery 
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response and in the Council’s governance processes going forwards. This is dynamic, developing work and is not described in detail 
here. Rather, what follows is the position on the Council’s non-COVID related workforce equality issues. 
 
Equality Employee Network Groups 
 

x A refreshed approach to employee engagement on equality has been launched with a new Equality Employee Network Group 
framework. 

x This has led to the re-establishment and growth in membership of the groups previously in operation (BAME, disability, 
LGBT+), as well as the development of new groups (women, mental health). 

x The groups are employee-led and each works to its own work-plan, with support and input from HROD and the Equality, 
Diversity and Inclusion (EDI) Team as required. 

x The groups give an opportunity for employees to access development and peer support as well as to influence programmes of 
Council work, and are a valuable source of lived experience and information for services to benefit from in developing services 
and policies. 

 
Equality Impact Assessments 
 

x Work has begun to refresh our Equality Impact Assessment (EIA) framework, a key tool in ensuring that equality is considered 
in the development of our services and policies. 

x This aims to make the range of identity groups assessed more representative of Manchester; the protected characteristics 
defined by the Equality Act 2010 will remain, but consideration will also be given to additional priority groups such as 
homeless people and ex-armed forces personnel. 

x In addition, the training and support, quality assurance and governance arrangements in relation to EIAs is currently under 
review. 

x Using the existing framework, equality analyses have been completed against several workforce policy reviews to mitigate the 
risk of adverse impacts on employees arising from these. 

x In order to enable swift decision-making with due regard being maintained, a simplified OVID-19 EIA template has been 
developed, with an initial analysis undertaken of the Community Response Hub. The COVID-19 EIA template is being 
promoted to the wider workforce to ensure equalities-governance during the COVID response phase. 

 
Workforce Race Review 
 

x An independent review of workforce race equality at the Council was commissioned and undertaken in 2019. 
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x The review has been completed and a final report of its findings has been received. 
x An action plan is in development to respond to the report findings; this is being co-designed with BAME employees and other 

key stakeholders to best reflect BAME staff’s experiences and needs. 
x The implementation of the action plan and the achievement of its desired outcomes is a long-term programme of work, but 

aims to result in mainstreamed and sustainable improvements in the areas of representation, experience and progression. 
x Regardless of the COVID-19 pandemic, this work remains a Council priority. 

 
Disability Development Programme 
 

x A parallel programme of work relating to disabled employees has been in development in 2019; this programme aims to 
achieve improvements in the same areas as the race review regarding representation, experience and progression as well as 
some specific areas such as reasonable adjustments, equipment and adaptations. 

x Some elements of the programme have been introduced for trial such as the Access to Work Mental Health Support Service, 
and membership of the Business Disability Forum. 

x Adoption of the broader programme of work will be considered in 2020/21. 
 
Learning and Development Review 
 

x A review of our equality-related learning and development tools was commenced in 2019; this aims to promote the use of the 
existing equality learning resources we have, and strengthen the offer. 

x Work has commenced with our e-learning provider to develop a revised equality and diversity tool, which will form the core 
element of equality-related training from 2020 onwards. 

x Our leadership and management development training is also looking to more proactively promote inclusive management 
practice. 
 

 
Governance Area:  Health and Social Care Integration  
 
 
Action 2)  “Supporting the integration of health and social care by ensuring effective governance of integrated teams, 
including operation of the MHCC commissioning function, and implementation of the Local Care Organisation (LCO)” 
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The Our Healthier Manchester locality plan is the key document that sets out the strategic ambitions for health and social care 
integration in the city - to improve health and care outcomes for the people of Manchester within a financially sustainable system.   

Health and social care partners will develop a new, refreshed Locality Plan for the city, building on the unique experiences of COVID-
19. This will start from the strategic ambitions of the existing plan.  It will set out how partners will move from the incident response 
phase to recovery and transformation, which manages the profound impact that the pandemic has had on the city and its people. 
This work will take place during the first phase of the recovery period. 

The governance for the refreshed Locality Plan will be through the Transformation Accountability Board, reporting to the Health and 
Well-Being Board.  Connections with other aspects of the recovery work will be managed within the Council through the Recovery 
Coordination Group, chaired by the Deputy Chief Executive and City Treasurer. Recovery plans will be aligned between the Council, 
MHCC and MLCO through joint working on key priorities, for example, the wider contribution that health and social care can make to 
the economic recovery of the city, and the mutual importance of people’s health and being in good quality work. 

The strategic aims of Our Healthier Manchester are to: 

x Improve health and well-being in Manchester 
x Strengthen the social determinants of health and improve healthy lifestyles 
x Ensure services are safe, equitable, and of a high standard, with less variation 
x Enable people and communities to be active partners in health and well-being 
x Achieve a sustainable system 

 
Manchester Health and Care Commissioning (MHCC) was established in April 2017, as a partnership of the Council and the NHS 
Manchester Clinical Commissioning Group (CCG).   MHCC is governed by a Board, which includes the Council Chief Executive, the 
Executive Director of Commissioning and Director of Adult Social Services (DASS), the Executive Member for Adult Services, and 
the Executive Member for Children and Schools.  The Council and NHS Manchester CCG MHCC have agreed a pooled single 
commissioning budget for health, adult social care and public health, with a Section 75 Partnership Agreement and Financial 
Framework. 
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Manchester Local Care Organisation (MLCO) was established in April 2018, to deliver integrated out of hospital health and care, 
including Community Health, Primary Care, Mental Health and Social Care.  MLCO is leading the delivery of Integrated 
Neighbourhood Teams (INTs) that bring together the workforce in the above services to deliver integrated care around residents’ 
needs, taking Our Manchester approaches. 
 
The integrated governance structure for MLCO is a Partnership Board and Partnering Agreement, signed by all key partners 
including the Council.  The Council representatives on the Partnership Board are the Deputy Chief Executive and City Treasurer, and 
the Director of Policy, Performance and Reform. 
 
The MLCO Executive includes the Executive Director of Adult Social Services, and other senior adult social care staff (including three 
Assistant Directors) are represented on the internal MLCO governance groups that sits beneath the MLCO Executive. These 
connections have been further strengthened through the Gold, Silver, Bronze command arrangements within MLCO for the COVID-
19 response. Other governance groups are in place across the city to deliver the work required on the overall Locality Plan, and the 
enablers of integration such as health and social care workforce, finance, performance and ICT. 
 
Work has largely been paused on the Adult Social Care Improvement Plan, although the principles of improvement and more 
effective ways of working through the programme have facilitated an effective and structured ASC operational response to COVID-
19. The programme to date has led to a significant recruitment of additional social workers, introduction of a new strengths-based 
assessment process, improvements to technology enabled care, and a focus on reducing waiting lists for assessments and 
reassessments. 
 
Wider work has been paused during the COVID-19 period such as the procurement process between MHCC and MLCO to agree a 
contract for the commissioning and provision of health services. Work has commenced to recommend ways to improve outcomes for 
children and young people in Manchester through more effective joint working between Children’s Services and the MLCO. 
 
The COVID-19 period has enabled partners to make practical progress on integration of health and social care for our residents, 
such as: 
 

x Integrated discharge planning work has helped to expedite significant numbers of people from hospital into care 
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x Primary Care providing new and improved digital services to patients 
x Partners working together to create the Nightingale North West hospital at Manchester Central very quickly 
x Greater joint working on the challenges of residential and nursing homes in the social care market 
x Daily social care provider health checks have provided clearer insight into organisational resilience of our providers 
x Teams and managers have responded quickly and effectively to the challenges presented by personal and protective 

equipment, testing, and contacting citizens remotely for safe and well calls 
 
There have also been challenges during this period including significant financial challenges relating to additional costs for social 
care provision across the city.  The work to improve governance arrangements across the city undertaken during 2019/20 will also be 
re-examined in the light of learning from the COVID-19 situation. 

 
 
Governance Area: Adults Services Governance 
 
 
Action 3) “Delivery of the Adults Improvement Plan to ensure effective triage at the front door, and the assessment and 
review of citizens’ needs in a timely, proportionate and consistent manner. This includes Adults Services governance 
oversight: operational compliance, quality assurance and the transition from Children’s to Adults Services provision.” 
 
The Adult Social Care Improvement Programme has been established to focus on ensuring the basics are in place for adult social 
care, to deliver high quality services for our residents, and to successfully deliver health and social care reform and integration. 
 
The programme plan for this work was developed in late 2018, based on the outcomes of diagnostic work and the internal audits 
completed. As part of additional overall investment of £11.4m to meet increased need for adult social care, it was agreed by 
Executive in February 2019 that additional resources of £4.225m in 2019/20 rising to £4.8m for 2020/21 and 2021/22 be invested into 
the service to support the delivery of the improvement programme through increased capacity in front-line roles.  This includes areas 
of the service where capacity has been met by temporary posts and short-term contracts as recurrent funding has not been in place. 
 
A number of key priorities have progressed successfully including: 
 

x Major recruitment campaign delivered - since April 2019 87.5 FTE social workers recruited into posts funded by the 
improvement programme, other externally funded posts and vacant mainstream positions 
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x Development of new strengths based approach to assessment and support planning - delivering improved outcomes and a 
more streamlined process - a significant change from the legacy process which had been in place for a decade 

x Delivery of phase one of technology enabled care (TEC) programme transferring c.150 citizens from legacy provider, and 
operationalising TEC into business as usual 

x Focused work on reducing waiting lists  
x Introduction of enhanced communications and engagement with staff, boosting morale and buy-in including ASC forum and 

regular bulletins 
x Development of new policies 
x Progress on operational integration, including 12 neighbourhood social work managers in place 
x Significant reductions in Deprivation of Liberty Safeguards waiting lists 

 
 
In late 2019 through early 2020, a stock-take exercise was undertaken on delivery of the programme to date to ensure the 
programme continues to deliver improved outcomes. In order to address a number of the issues identified a revised portfolio 
structure has been designed - separating a ‘core’ programme from a wider set of transformational programmes, and positioning all of 
the programmes collectively into the Manchester Local Care Organisation wider portfolio. The transformation programmes include: 
 

x Provider Services Review 
x Learning Disability and Autism Programme (including transition from Children’s to Adults provision) 
x Urgent Care and Winter Programme 
x Technology-enabled Care (TEC) Programme 
x Integrated Commissioning and Contracting Programme 

 
For 2020/21, the core ASC Improvement Programme is intended to include the workstreams as described below. The principles of 
improvement and more effective ways of working through the programme have facilitated an effective and structured ASC 
operational response to COVID-19. The programme itself has been largely paused during the COVID-19 response period from 
March 2020, and will recommence when service resources can be prioritised.  
 
Assessment and safeguarding function, including: 
 

x Front door pilot to test approach to better management of demand 
x Active management and monitoring of the waiting lists 
x Embedding of timeliness and strength-based practice standards 
x Peer support and challenge process in teams to understand and act on strengths, issues and challenges 
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x Work to improve and embed end-to-end business processes 
x Testing and evaluation of strength-based quality assurance framework 
x Development of kitemark approach to further delegate decision making 
x Development of team and service managers and review and embedding of core policies including supervision 
x Implementation of social work career pathway 
x Embedding performance management approach 

 
Commissioning and contracting including: 
 

x Development of approach to wider care market management 
x Work to develop a brokerage function and improved business process following assessment 
x Work to ensure effective contract management through appropriate function and the interface with MHCC  
x Monitoring and management of contracts register, and effective procurement planning 

 
 
Governance Area:  Information systems - delivery and governance 
 
 
Action 4) “Improving the resilience of ICT systems, including cyber security, and the Council’s arrangements for disaster 
recovery.” 
 
Data Centre 
 
The Council’s ICT delivery team continues to run the Data Centre Programme to deliver against the ICT Data Centre Strategy, which 
outlined the replacement of our legacy core infrastructure and single, Council owned, data centre site at the Sharp Project. The 
Programme will address single points of failure by replacing the Council’s core infrastructure and moving to an entirely new data 
centre solution, hosted across two separate data centre facilities to support disaster recovery capability. 
 
The replacement of the core infrastructure via the introduction of a new technology for virtual server hosting, and a new backup and 
storage solution was completed in November 2019. The next programme phase was to see the physical move and ‘migration’ of our 
IT services and applications on this new infrastructure to the two new data centres resulting in the closure of the data centre in 
Sharp. 
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The programme remained on plan and achieved the target of migrating 80% of our business applications and services (the servers 
and data storage that they use), to the two new data centres before the financial year end (March 2020). This provides the immediate 
benefit of provision of those services from two resilient data centres reducing the possibility of service outages. However, these 
services are still reliant upon the Sharp data centre for user access and internet connectivity until the Programme activities are 
complete.   
 
The next phase of the plan, from April - June 2020, would have been to ‘cut over’ our network to the new data centres and migrate 
services such as the internet and remote access solutions and complete the remaining physical relocation of hardware where we had 
a reliance on third parties, namely our legacy BT telephony system. This plan would have enabled us to exit Sharp by June 2020. 
 
The COVID-19 outbreak has inevitably disrupted this stage in the plan resulting in the dispersion of programme team resources, loss 
of some resource time to addressing critical IT incidents brought about by the change in our users interaction with technology, and 
our suppliers who have instigated their own business continuity plans. Access to the new data centres has been severely restricted. 
 
The physical migration of our telephony systems in June 2020 has been cancelled, owing to the fact it will require a large team of 
Council and multiple supplier resources to complete the move, where social distancing is not possible. 
 
Whilst it remains the priority of the programme to migrate all remaining services from Sharp to the new data centres, the focus has 
also been to prioritise what planned tasks can be brought forward and completed under current COVID-19 restrictions and planning 
for when restrictions are eased. 
 
The focus has shifted to those services which are: 

x Increasing resilience of remote access services to support Council staff working from home (whilst transitioning to additionally 
resilient services in the new data centres). 

x Removing the dependency on Sharp. 
 
Assuming the programme continues to make good progress, and key factors such as restrictions on working practices improve, it 
would be possible to have all services running from the new data centres and the programme could move to the decommissioning 
phase by October 2020.   
 
Cyber Security 
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The Council recognises that one of the biggest risks to the organisation regarding Cyber Security remains with our end-users, this 
has been even more apparent recently during the COVID-19 pandemic which has seen a reported 400% rise in cyber related crime 
nationally. The Cyber Security team continues to promote the need for good Cyber hygiene through an active communications 
campaign, and also through our mandatory Cyber e-learning course. This multi-layered Cyber Security training and awareness 
programme is available to all staff and at its core, the training will provide a base level understanding of Cyber Security best practice 
that staff can utilise in both their professional and personal lives. Regular dialogue with all staff continues to raise awareness around 
all aspects of Cyber Security and we encourage everyone to remain vigilant especially at this time and to report anything suspicious 
to the ICT Service Desk. 
 
The current COVID-19 lockdown situation has presented numerous operational challenges to the way we function as an 
organisation. Since lockdown was introduced, the Council has mobilised large amounts of our workforce and ICT has enabled them 
to work from home. This significant shift has been extremely challenging and has stretched our local resources and assets to make 
sure we continue to deliver our essential services. However, with some technical, operational and process changes, the Cyber 
security team continue to deliver and deploy software security updates, antivirus updates, malware protection and other protective 
security functions based on known, identified and evolving security vulnerabilities to all managed devices regardless of their 
operating location. 
 
Recently the Cyber Security team has developed a 5-year Cyber Security Strategy, that will be published alongside the wider ICT 
strategy 2020-25. The Cyber strategy defines our strategic vision, and outlines our objectives based on three core themes (Defend, 
Deter and Develop).  
 
Action 5) - “Governance of delivery of proposed ICT systems essential to business operations and legal compliance, 
including the new social care system.” 
 
Good governance is critical for the ICT service as it enables the Council to: 
 

x Demonstrate measurable results against Council business strategies and goals; 
x Meet relevant legal and regulatory obligations, such as those set out in the GDPR; 
x Assure stakeholders that they can have confidence in Council IT services; 
x Facilitate an increase in the return on IT investment; 
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For the delivery of new services such as the new telephony platform, ICT uses two distinct processes. Initially, when a new service or 
product is required ICT follows ‘The Open Group Architecture Framework’ (TOGAF), this is an enterprise architecture framework that 
helps define business goals and align them with architecture objectives around enterprise software development. It helps businesses 
align IT goals with overall business goals while helping to organise cross-departmental IT efforts. TOGAF helps businesses define 
and organise requirements before a project starts, keeping the process moving quickly with few errors. 
 
Once an initiative is considered a project, ‘PRINCE2’, a project management methodology developed by the UK government, and 
used widely in IT environments is employed to provide governance of project delivery. PRINCE2 makes use of the best-proven 
practices from a variety of industries and backgrounds. Documents with templates and clear decision points are characteristics of this 
methodology. All ICT Project Managers, Programme Managers, and Project Management Officers (PMOs) are qualified PRINCE2 
Practitioners. This is coupled with ‘ServiceNow’ ITBM which is a governance and project management tool. This ensures that 
projects are governed and delivered following PRINCE2 best practice, and that stakeholders are provided with assurance over 
project delivery through the reporting functionality. 
 
For live ‘Business as Usual’ (BAU) services such as Liquid Logic and SAP, the ICT Service Operations adheres to IT Infrastructure 
Library (ITIL). The IT Infrastructure Library (ITIL) is a library of volumes describing a framework of best practices for delivering IT 
services. ITIL’s systematic approach to IT service management can help businesses manage risk, strengthen customer relations, 
establish cost-effective practices, and build a stable IT environment that allows for growth, scale, and change. The newest version of 
ITIL focuses on company culture and integrating IT into the overall business structure. It encourages collaboration between IT and 
other departments, especially as other business units increasingly rely on technology to get work done. ITIL 4 also emphasises 
customer feedback, since it’s easier than ever for businesses to understand their public perception, customer satisfaction, and 
dissatisfaction. 
 
In order to ensure effective Portfolio, Programme and Project assurance, ICT utilises P3O. P3O stands for ‘Portfolio, Programme 
and/or Project Offices’ and is a framework of principles, processes, and techniques to facilitate effective Portfolio, Programme and 
Projects management through its enablement, challenge and support structures. P3O guidance is aligned fully to PRINCE2, 
Managing Successful Programmes, and Management of Portfolios products, and brings together in one place a framework for best 
practice. Utilising P3O the ICT Project Management Officers (PMOs), all of whom are P3O practitioners, assist the bridging of the 
gap between strategy and policy makers, and the delivery arm of the Council from an IT perspective. 
 
Change is effectively managed within the Council, using all the above frameworks in conjunction with our governance approval 
forums; IT Board, Design Authority Group, and the Change Assurance Board. 
 
Telephony and Contact Centre Project 
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The current core telephony and contact centre systems become end of life March 2020 due to the manufacturer withdrawing support, 
a support contract is in place until March 2021 but this still represents a high risk to the Council. ICT has undertaken a tender 
exercise for a replacement telephony system. The contract was signed with a new provider in March 2020. Immediate engagement 
with the supplier has commenced, detailed planning is underway for the rapid deployment of contact centre services for the Covid 
Hub, Social Care and ICT Service Desk, to enable significantly more staff to work from home. Once these services are in place, 
planning will resume for full deployment of the contact centre functionality and telephony services across the rest of the Council.  
Prior to COVID-19 the estimated go live date was March 2021, however this date cannot be confirmed until the contact centre 
services are in place and the detailed planning of the wider project has taken place, to understand the effects on timescales of 
COVID-19 and the resulting change in approach. 
 
‘Liquidlogic’ Programme 
 
The ‘Liquidlogic’ suite of systems has now been operational for over six months (since July 2019). The Council are now in 
‘component two’ of the change programme, with system implementation now complete (component one). Business change activity is 
ongoing across Children's Social Care (CSC) and Adult Social Care (ASC). From an ICT perspective, the systems are stable, this is 
an improvement on the Micare system, which encountered unplanned outages and was subject to performance issues. Good 
progress is being made, but there remain a number of challenges to resolve.  Children’s Services will be ready to move to business 
as usual in late February or early March 2020. The timeline for ASC will be longer, with the need to learn from the implementation to 
date, and the establishment of a brokerage function that will enable some of the current challenges to be resolved.  The leadership of 
the Deputy Director of ASC, aligned to the ASC Improvement Programme is driving substantive progress. The change management 
approach, and any financial implications of a longer timeline for ASC moving to BAU will be identified as part of the work outlined. 
 
LAN / WiFi 
 
The Network Refresh Programme work will be carried out throughout 2020/21, and is critical for the ongoing performance and 
resilience of the networks operating within the Council.  The programme is currently at procurement phase. As a result of COVID-19, 
the decision was made to extend the procurement phase of this programme by ten weeks to mitigate any impact on quality of 
responses and their evaluation. The programme consists of the following projects: 
 

x Wide Area Network (WAN) Refresh - this provides the connectivity between Council buildings 
x Local Area Network (LAN) and Wi-Fi Development Project; 

o LAN provides connectivity to Council systems within Council buildings 
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o Wi-Fi provides wireless connectivity within Council buildings, comprising; New Public Wi-Fi where required; ‘GovRoam’ 
(a network providing staff with roaming internet access across multiple public sector locations. GovRoam phase one 
connectivity for the Town Hall Extension and Bridgewater House has been delivered); Corporate and Guest Wi-Fi 

 
Prioritisation 
 
In light of COVID-19, ICT has conducted a detailed planning and re prioritisation exercise to determine the initiatives and projects ICT 
will deliver over the next twelve months, ensuring the best use of available resources and optimum balance of risk against 
achievability under the current circumstances. This process has taken into consideration not just the current situation, but that 
immediately following the end of lockdown and the ensuing months. Therefore ICT’s current priority projects and initiatives are (not in 
rank order); 
 

x Microsoft Office 365 Programme 
x Alexandra House Refurbishment (Corporate offices in Hulme) 
x Application rationalisation (FLARE replacement) 
x Data Centre Facilities and Delivery 
x Network Provision to the new Data Centres 
x Early Years & Education system (EYES) Implementation 
x End User Compute - Phase 2 
x Replacement C,P & C system 
x Income Management (PARIS replacement with CIVICA Pay ) 
x LAN and Wi-Fi Programme 
x Social Care System Phase 2 
x Making Tax Digital 
x Telephony & Contact Centre 

 
These priority projects have been agreed with SMT and communicated to key stakeholders across the Council. 
 
 
Governance Area:   Finance and Savings 
 
 
Action 6) “Changes to the local government finance system, and delivery of continued significant savings.” 
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Changes to Local Government Finance system 
 
The 2020/21 spending round announcement and subsequent settlement on 6 February 2020 set out the funding for 2020/21, which 
informed the budget proposals approved by budget Council on 6 March 2020. 
 
The government funding commitments are for one year only, and considerable uncertainty remains for longer-term planning. Even 
prior to COVID-19 there were significant medium term risks around the levels of public spending overall (to be determined in the 
2020 spending review), the distribution of funding across local government (through the Fair Funding review) and the impact of 
anticipated business rates reforms and reset (the update of the current business rates baseline). 
 
The longer term spending review was deferred from 2019/20 to 2020/21, and is now anticipated to take place in late summer. This 
should give some high level figures for the Local Government sector. The planned changes affecting business rates and funding 
reform were also deferred until 2021/22, as notified last year. Following the COVID-19 outbreak, they have now been deferred further 
until 2022/23. The financial impact of these reforms is unknown and could be considerable. 
 
In relation to Business Rates Reform, Manchester has been involved in a number of schemes to maximise the resource available in 
the region including the creation of a Business Rates Pool across Greater Manchester (GM) and Cheshire, the Business Rates 
Growth Retention Scheme 2015, and a 100% retention pilot from April 2017 to March 2021. With the deferral of the full system 
reform, the pilot may now be extended until 2021/22. 
 
The Council was already engaging with central government and other interested bodies through formal consultation responses and 
working groups to ensure the impact of the potential changes on local government - and particularly cities - is recognised. This 
included numerous Fair Funding and Business Rates redesign workshops and consultations, as well as contributing to papers 
considered by the Fair Funding Technical working group. The last formal response submitted was the budget representation to HM 
Treasury, on 7 February 2020. 
 
Following the COVID-19 outbreak and associated financial impact, these discussions have been focussed on ensuring the costs and 
income losses incurred by the Council are recognised, and that appropriate support measures are in place. A government update on 
this is expected in late July 2020. 
 
Delivery of continued significant savings 
 
The 2019/20 budget process identified £14.798m of savings and budget reductions to be delivered in 2019/20. 
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Each saving has been monitored and reported throughout the year. The table below shows where savings have, or have not, been 
achieved in 2019/20 across each of the Directorates. The position on the deliverability of the savings moving forward was taken into 
account as part of the 2020/21 budget setting process. 
 

Directorate Savings Target 2019/20 
  Achieved Not 

achieved 
Total Non recurrent 

/ Investment 
Net Total as 
per MTFP 

  £000 £000 £000 £000 £000 
Children's Services 2,466 187 2,653 392 3,045 

Adults Social Care 3,908 4,000 7,908 (5,915) 1,993 

Homelessness 0 440 440 0 440 

Corporate Core 3,349 0 3,349 0 3,349 

Neighbourhoods 4,951 0 4,951 0 4,951 

Growth and 
Development 

1,020 0 1,020 0 1,020 

Total Budget 
Savings 

15,694 4,627 20,321 (5,523) 14,798 

 
 
Budget 2020/21 and beyond 
 
The 2020/21 budget reflected changes arising from the Spending Round announcements, the Final Local Government Finance 
Settlement 2020/21, forecast pay awards, notifications from GMCA and a robust review of all Council service spend to realign 
budgets and identify savings options. In total, savings and efficiency options of £7.5m were identified for 2020/21, which net to £2.8m 
after pressures have been met. These are being found through a combination of efficiencies, income generation and innovation and 
should not impact on frontline services to residents. In recognition of the challenges faced by Adults and Children’s Social Care and 
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the Homelessness Service, any efficiencies identified in these areas will be used to help achieve a balanced budget in 2020/21, with 
a focus on stabilising the position and preparing for possible changes from 2021/22 onwards.  

 
All proposals were presented to the relevant Scrutiny Committees in January and February 2020 for comment, and approved by 
Council 6 March 2020. The table below summarises these by Directorate.  
 
Net Efficiency Options 2020/21 

 
2020/21 Efficiency / Income 

Options Identified 
2020/21 Pressures/ Priorities 

Identified 
Net efficiency options 

supporting budget 

 £'000 £'000 £'000 

Homelessness (1,000) 1,000 0 

Corporate Core (3,449) 2,872 (577) 

Neighbourhood Services (2,324) 754 (1,570) 

Growth and Development (690) 0 (690) 

Total Efficiency Options (7,463) 4,626 (2,837) 
 
The Council is continuing to collate details of the additional expenditure and estimated loss of income arising from COVID-19, and 
report to MHCLG each month. Current government funding allocations are insufficient to meet the identified pressures particularly in 
relation to the anticipated loss of income, which will crystallise further as the financial year progresses. This is a national issue, which 
has been widely reported by all types of Local Authorities across the sector. 
 
As part of the Council's recovery from the COVID-19 outbreak, a financial resilience workstream has been established. To support 
the viability of the 2020/21 revenue budget all directorates have been requested to undertake a line by line review of their 2020/21 
revenue budget, and look for immediate cost reductions and efficiencies. This will be reported to Executive 29 July 2020 for 
consideration. The report will contain a proposal for a reset revenue budget, including the funding for the Health and Social Care 
Pooled Budget.  There will also be the headline implications for 2021/22.  
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The position for 2020/21 is expected to be manageable through immediate additional savings and the use of reserves, however the 
financial position in 2021/22 becomes much more challenging based on current information.   
 
The Council is working with the LGA, Core Cities, GMCA and MHCLG to seek an urgent, decisive response to the position of local 
government.  Key to this will be providing greater long-term certainty to support sound financial planning alongside work to 
compensate the additional immediate costs to the system.  
 
By early Autumn there will be a report setting out any further corrective actions for 2020/21 and the implications of setting the budget 
for 2021/22 and beyond.  Inevitably, this work will also be dependent on further announcements from Government regarding funding 
and flexibilities, as well as the latest guidance on the approach to tackling and living with COVID-19 including any associated costs 
and income losses. 

Despite the uncertainty around COVID-19 and government funding, it is recognised that longer term planning is essential. Therefore, 
work is in progress to formulate indicative budgets and scenarios for a five-year period. Alongside the COVID implications, this is in 
the context of considerable changes to Local Government Funding including the outcome of the Spending Review, a review of local 
authorities relative needs and resources (also known as the Fair Funding Review), reform of the Business Rates Retention scheme, 
and the government proposals on the future of Adult Social Care funding and interaction with the NHS ten year long term plan.  

 
Governance Area:   EU Exit Preparations 
 
 
Action 7) “Planning and implementation of changes required to mitigate potential negative impact of Brexit on budget and 
other assumptions for the Council, partners and residents of the City.” 
 
Extension to Article 50, and EU exit 
 
Since the last Brexit update when the UK was preparing for EU Exit on the 31 October 2019, Parliament was unable to agree a deal 
and requested a further extension to Article 50 to 31 January 2020.  This was agreed by European Council, and all EU Exit 
preparations stood down.  A General Election was then announced, and took place on the 12 December 2019 - which the 
Conservative Party won. 
 
Under the new UK Government and the terms of the Withdrawal Agreement Bill, the UK left the European Union on 31 January 
2020.  Since then the Government has continued negotiations with the EU to try to secure a comprehensive partnership and trade 
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deal, before the transition period ends on 31 December 2020.  We will need to track progress of these negotiations, and the way in 
which the pandemic may impact on them, as this could lead to new arrangements for trade, travel and business.  
 
We will also need to be aware of the risks of disruption if these negotiations are not successfully concluded. The end of June 2020 is 
the deadline by which the Government would need to ask for an extension of the Transition Period. If an extension is not requested 
by then, and the Government has said that it has no intention of making such a request, a no deal exit, with the risks and potential 
disruption this could bring, is a possibility unless an agreement can be reached in the meantime.  
 
Governance 
 
The Council’s response to the risks and uncertainties associated with EU Exit Transition has been coordinated by the Brexit (now EU 
Exit) Preparedness Group which is chaired by the Strategic Director - Neighbourhoods.  A Greater Manchester Preparedness Group 
is chaired by the Chief Executive of the GMCA, to focus on issues and civil contingencies at a city region level. The group includes 
representatives from Health, Greater Manchester Police, Greater Manchester Fire and Rescue, Transport for Greater Manchester, 
Manchester Growth Company and Manchester Airport.  
 
Council EU Exit Preparedness Group 
 
Council EU Exit Preparedness Group (‘MCC Group’) have stood down meetings, which were scheduled to start again in January 
2020 following national stand down in October 2019.  However, officers will continue to assess the situation through engagement 
with the LRF and participation in planned monthly GM Brexit meetings.   
 
The Government’s Transition bulletins continue to be shared with the MCC Group and it is likely that meetings will reconvene later in 
the year if progress on the negotiations is stalled or there is likely to be a no deal exit. 
 
If no extension is requested, the Transition Period ends on 31 December 2020. There is a risk of this period expiring without a trade 
and cooperation deal having been concluded. Negotiation of a comprehensive trade deal by this date will be challenging, therefore 
preparing for the types of ‘no deal’ risks we have previously considered will be relevant as we approach the end of December 2020.   
 
Risk and Resilience 
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In line with Government guidance the EU Exit Preparedness Group oversaw the development and update of a Corporate Impact 
Assessment with all Directorates covering the following areas: 

1. Fuel Supplies 
2. Civil Unrest 
3. Loss of EU National Staff 
4. Equipment & Materials 
5. Medical Supplies 
6. Food Supplies 
7. Finance 
8. Events 
9. Payment of Benefits & Poverty 
10. Partnerships & Suppliers 
11. Statutory & Regulatory 

 
The approach relating to Council employees 
 
The Council’s strategy in relation to the workforce has, to date, focused in three areas: 

x Informing all employees of the potential implications for EU nationals in the workforce and signposting to relevant information 
and guidance. 

x Supporting any individuals or managers who have identified specific concerns, signposting them to relevant support and 
providing guidance where appropriate. 

x Monitoring any emerging risks or issues in either the employed workforce or agency provision. 
 
Work has been undertaken with PricewaterhouseCoopers (PWC) to create a package for employees which distils Government 
information into a format suitable for mobile devices. The package is being used across Greater Manchester by the majority of local 
authorities, and is automatically updated with the most up to date Government guidance and deadlines. 
 
Wider Communication 
 
The Council Communications Team has developed an overall strategy for informing residents and businesses about the implications 
of EU Exit and fed into the wider Greater Manchester plan. 
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Residents have been signposted to www.gov.uk website for information, and there has been a particular focus on communicating 
information, support services and Government advice on applying for EU Settled Status. 
 
For businesses, messaging has signposted people to The Business Growth Hub and Greater Manchester Chamber of Commerce. 
These local hubs have simplified the information available from Government, and provided useful overviews and summaries for 
technical guidance notes so that businesses can see at a glance if they are relevant and what action they need to take. 
 
Financial implications 
 
A number of potential financial implications across a range of areas are being considered. These include:       

x Impact of COVID-19 recovery 
x Increases in the cost of goods and services e.g. care services, buildings and construction, food and fuel. 
x Business rates reductions as a result of higher costs to businesses, or issues caused by import and export tariffs. 
x National changes such as changes to interest rates, state aid and OJEU tendering. 
x Impact on the Airport Dividend. 
x EU Grant funding including risk to existing projects and lack of clarity on UK replacement funds. 

 
Impact Monitoring and Mitigation 
 
The EU Exit Preparedness Group has developed a series of key indicators on a cross departmental basis that will enable any 
emerging impacts to be identified, monitored and any appropriate mitigating actions taken. These will be further refreshed and 
updated in 2020/21 as details of the proposed future relationship with the EU and potential impacts of EU Exit emerge.  
 
Detailed report to Economy Scrutiny Committee 
 
The update in this report is intended as a brief high-level overview of the governance arrangements relating to this challenge only. A 
more detailed report - The Impact of Brexit on the Manchester Economy - was taken to Economy Scrutiny Committee on 5 
September 2019. 
 
 
Regional Reporting 
 
Monthly GM meetings continued to be held from January, but were stood down recently in light of the pandemic.  It is expected that 
these meetings will start again as business as usual commences. It is likely that the frequency of these meetings will then be scaled-
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up, based on trade and cooperation negotiations around Summer until December 2020 and beyond, depending on risk and issues 
analysis and national reporting requirements.  A meeting of Local Resilience Forum (LRF) Chairs took place on the 19 December 
2019 and 8 January 2020, and no immediate issues were raised.   
  
Although all other reporting has been stood down, the North West has been asked by the Department for Business, Energy & 
Industrial Strategy (BEIS) to provide a return (initially monthly) about the economic health of the region.  BEIS are trying to get a 
‘real-time’ understanding on general trends and any specific issues in the run up and aftermath of EU Exit and any potential 
economic shocks. GMCA are undertaking this work on behalf of the North West, and each local authority has been asked to feed into 
this reporting with immediate effect. 
 
EU Settlement Scheme 
 
It is estimated that around 300,000 EU citizens in the UK have yet to apply for settled status, which most will need to remain in the 
country long-term after EU Exit.  Home Office statistics for March 2020 show that just over 3.4 million EU citizens and their family 
members have applied for settled status.  So far, 58% of applicants have been granted settled status, and 41% granted pre-settled 
status, which allows people to stay in the UK for a further five years.  The figures underline a huge take-up of the scheme, which was 
launched nationally in March 2019, but also show the scale of the task that still lies ahead. 
  
It is assumed that local authorities will be asked to continue to work to encourage registration, and the Council will continue to do 
this, alongside our role in ensuring that all looked after children who are EU citizens apply for settled status.  We will also continue to 
engage with Home Office communications.   
 
Risk Indicators 
 
Whilst meetings of the MCC Group have been stood down, work being undertaken by the Risk and Resilience Team on EU Exit risk 
indicators and refreshing the Corporate Impact Assessment will continue.  This work has paused over the last three months but the 
proposed actions over the next 3-6 months are as follows. 

x A review of Directorate and Service risk registers and business continuity plans will be completed as scheduled in quarter four 
2019/20.  As part of this, the Brexit Impact Indicators document will be updated.  The focus of the team will be on supporting 
services and core support functions (including ICT, Commissioning and Procurement, Finance, HROD) on development of 
practical, appropriate mechanisms for monitoring and reporting on potential impacts. 

x The key areas of focus for indicators will remain workforce; contracts and supply chain; ICT / information governance; finance 
and funding; customer / resident demand; care and safeguarding for vulnerable adults and young people; and community 
cohesion. 
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Governance Area:  Highways Infrastructure 
 
 
Action 8) “Development, design and delivery of major infrastructure projects across Highways, maintenance, and 
governance of response to the reporting of road issues, linking with strategic development plans, to time, quality standards 
and on budget.” 
 
The Highways service now has six major projects on site including Hyde Road, Medlock Street roundabout, A6 Stockport Road, 
Royce Road Chorlton, Great Ancoats Street, and the schools crossings improvements programme.  Consultation has just finished for 
the cycling and walking route between Piccadilly and Victoria train stations, that was positively received. The final designs are being 
completed for the Chorlton cycling and walking scheme, and there are also schemes being progressed at Fallowfield Loop, Rochdale 
Canal, Northern Gateway, Levenshulme and Beswick. The five year planned maintenance programme has progressed well, and is 
now in year four. Additional works funded by a Department for Transport grant of £5m has also been added into the schedule. 
 
Despite the significant impact of COVID-19, major works have continued and in some cases the highways teams have been able to 
take advantage of low traffic flows by accelerating the programme. 
 
There has been a major focus on managing the city’s emergence from lockdown, including creating additional space for pedestrians 
in areas of high footfall such as the city centre. This work has included widening pavements on key routes including Princess Street, 
the pedestrianisation of Deansgate between Blackfriars and King Street West, and working with Transport for Greater Manchester 
and bus operators to ensure that the city’s public transport is safe for workers. 
 
The Highways service previously reported to the committee that it had approval to appoint a permanent Highways Development 
Specialist to drive forward the strategic infrastructure plans, but recruitment was unsuccessful and so the post is being advertised 
again after a market supplement was applied to the salary.  The vacancy has meant a slight delay in progressing our strategic 
infrastructure development pipeline. 
 
The service has appointed a new Head of the Programme Management Office who is responsible for developing a standard 
approach to project management, procedures and reporting. 
 
Governance is now embedded and functioning well, with the service regularly reporting to the Neighbourhoods Scrutiny committee.   
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Governance Area:  Commissioning, Procurement and Contract Management 
 
 
Action 9) “Strengthening the Council’s approach to commissioning, procurement and contract management.” 
 
2019/20 saw two important developments for the Council in relation to social value and ethical procurement. The first is that the 
Council has been accredited as a Living Wage Employer. As part of this, the Council has committed to work with its supply chain to 
promote and embed the payment of the Real Living Wage. The Council has updated its tender documentation accordingly, and will 
be working with contracts leads over the year to ensure Real Living Wage is included in contract discussions with suppliers.  
 
The second development relates to the Climate Emergency declared by the Council in July 2019: 
 

x The Integrated Commissioning and Procurement (ICP) and City Policy teams have accordingly developed new questions and 
wording that will be included in tender documentation.  

x The Council has been trialling an additional 10 percentage point weighting in the evaluation specifically in relation to carbon 
reduction, on top of the existing minimum 20 percentage points in relation to social value. For example, Highways have piloted 
this on some recent tenders and early indications are that bidders have responded positively.    

x The Council also continues to work with wider partners, including the Centre for Local Economic Studies (CLES), to learn from 
each other and promote carbon reduction in procurements. This was a particular focus at the annual ‘Power of Procurement 
Event’ held on 14 February 2020. 
 

In terms of wider commissioning and contract management, the Commissioning and Contracts Leads group is now well established, 
with good representation from across the Council. In quarter three, for example, the group has co-developed arrangements to drive 
better forward planning, held a dedicated session with City Policy on the climate emergency and the implications for contracts and 
market development, and reinforced corporate priorities including social value key performance indicators and the real living wage.  
 
Over the financial year, the Integrated Commissioning and Procurement Team launched two e-learning packages on contract 
management and social value which are promoted (in the Forum and the Buzz emails to staff), and the numbers accessing them are 
tracked regularly. A certificated course in contract management was also commissioned; this has been temporarily paused due to 
COVID-19 and the Integrated Commissioning and Procurement Team are working with the provider to run virtual training sessions. 
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COVID-19 has had a significant impact on the Council’s supply chain and a number of supplier relief arrangements have been put in 
place, consistent with the government’s procurement guidance. Council staff and schools were provided with guidance on actions 
needed to help identify and mitigate risk of supplier failure due to  COVID-19, and the Integrated Commissioning and Procurement 
Team have been liaising with contract managers across the council to advise on specific matters. The Head of Commissioning and 
Procurement also regularly engages with central government and local government forums (e.g. National Advisory Group), both to 
advise on national guidance, and to ensure that the latest policy positions are quickly disseminated. Supplier relief arrangements are 
recorded on a single register. 
 
The vast majority of procurements in March 2020 went ahead as planned, and market interest in opportunities has not abated. The 
major new area of procurement in March related to Personal Protective Equipment (PPE), in which the Council established a 
dedicated procurement team for the supply of PPE, working alongside the health and safety team in the Council and health partners 
in MHCC, as well as the Greater Manchester Health and Care Partnership.    
Looking ahead to 2020/21, the main risks relate to  COVID-19 and the impact it could have on recommissioning plans, particularly in 
relation to health and social care services where a number of staff have been temporarily redirected to the COVID response. There is 
also the indirect budgetary impact of  COVID-19, which will require commissioners and the market to look at innovative approaches 
for delivering services at reduced cost. The Integrated Commissioning and Procurement Team is part of the council’s Financial 
Resilience Group, which is working on solutions to deliver a financially sustainable budget.   
 
 
Governance Area:  Workforce Policy 
 
 
Action 10) “Continued development and coordination across Services of the governance, communication, implementation 
and monitoring of workforce policy and associated guidance. This includes ensuring strong messages around compliance 
and accountability, and a planned programme of work to identify and tackle areas of non-compliance.” 
 
Responding to the challenges presented by COVID-19 has been a significant focus for the HROD team in the later part of 2019/20, 
and into 2020/21.  Immediate policy reviews were required in order to agree positions in relation to pay, annual leave carry forward 
and the redeployment approach.  In addition detailed data gathering exercises have been undertaken, to obtain workforce 
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intelligence about deployment, COVID-19 impacts including identification of specific employee needs in relation to underlying health 
conditions, caring responsibilities and requirements for home working adaptations.  During this period some business as usual 
activities have been temporarily suspended, such as employee casework, however, recovery plans are now in place for the 
resumption of this activity. 

Recruitment and selection 

Launched in October 2018, the revised Recruitment and Selection (R&S) policy and guidance is now embedded into the recruitment 
process. Encouraging managers to ‘Hire with their Head’, the policy now enables managers to tailor the recruitment process to their 
roles and services - to get the best possible candidates in a way which is fair, inclusive and consistent across the organisation. Since 
its launch, the mandatory e-learning module has been completed by 1,226 individuals who are involved in the recruitment process. 

Further work is underway during 2020 to review our recruitment and selection process, and to get a better understanding of the 
manager and applicant journeys. We will also be engaging with residents, staff and managers about their recruitment experience. 
This work will be linked to the BAME review, and wider protected characteristics.  

We also have a new approach to Role Profiles in development, highlighting more strongly our commitment to flexible working and 
supporting applicants who have a disability, simplifying the language used, and ensuring that our roles are more specific in their 
descriptions. 

Disclosure and Barring Service (DBS) Framework 

Over the last year the Directorate Lead counter-signatories, with support from the HR team, has refreshed the DBS policy, audited 
the list of posts that require clearance, and made system improvements (and planned others) that improve records.  The internal 
audit team completed an inspection of new arrangements and gave a conclusion of moderate assurance (a notable improvement on 
the limited assurance findings from the last audit in 2015). The arrangements incorporate recommendations that have been acted on 
during 2019, to further improve the assurance relating to the Council’s DBS Framework. In addition, the Council has recently joined a 
GMCA contract for the provision of a new electronic system (e-Bulk system) for the processing of DBS checks on behalf of the 
Council. 

Induction 
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7. Action Plan: Governance Challenges for 2020/21 Onwards (draft) 
 
The review of governance arrangements has identified the main areas where the Council will need to focus its efforts during 2020/21, to 
address changing circumstances and challenges identified. These are set out in the action plan below. Completion or substantial 
progress against these objectives is due by the end of the financial year, in March 2021.  
 
 
 
 
Action 

 
 
 
What action is to be addressed 
 

 
Who is responsible for delivery 
 
SMT Leads 

Directors or Heads of 
Service 

1 Effective response to COVID-19 through Council leadership, support to 
our workforce and organising an effective incident response and 
recovery.  It is recognised that this will impact on the capacity and 

Chief Executive, Deputy 
Chief Executive & City 
Treasurer 

- 

Our new approach to induction launched in 2019 and helps our new starters to understand their role, how the Council works, and 
ensures they get off to the best start. A programme of change for management induction is also underway. 

Using Workforce Intelligence 

The Workforce Assurance Dashboard remains a valued platform for managers to obtain key workforce performance data, with more 
than 500 managers across the Council regularly accessing the quarterly reports. This online product is fully accessible on PC, tablet 
or mobile enabling managers to access data at any location and at any time. The site now also contains interactive self-service 
pages specifically containing data on agency spend and absence, allowing managers to draw out even more pertinent data for their 
services. These quarterly reports continue to be shared with the Trade Unions, as an overview on workforce performance.  

While the Workforce Assurance Dashboard remains the most widely used source of workforce intelligence, the team also engages in 
frequent bespoke analysis work with directorates and services in an attempt to understand more specific challenges, and to provide a 
greater understanding of these areas. Insights from one such project with Children's and Education services contributed to the 
recently revised 'Recruitment and Retention Strategy' for the directorate. P
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Action 

 
 
 
What action is to be addressed 
 

 
Who is responsible for delivery 
 
SMT Leads 

Directors or Heads of 
Service 

ability of the Council to respond fully to all of the other identified 
challenges and risks. The governance around the response will need to 
ensure effective decision making is maintained, and that critical parts of 
the organisation’s business as usual continue to be delivered. 

2 Continuing to embed the Our Manchester behaviours necessary to 
support the delivery of Our Corporate Plan, across both the Council’s 
leadership and the wider workforce. This includes delivery of the 
updated Our People Strategy. 

Deputy Chief Executive 
& City Treasurer, City 
Solicitor 

Director of HROD 

3 Our Transformation - ensuring effective governance of all the 
programmes involved in strengthening and transforming how we work. 

Deputy Chief Executive 
& City Treasurer, City 
Solicitor 

- 

4 Carbon reduction - ensuring that we have robust and effective 
governance of strategies, which will enable delivery of the 2038 zero 
carbon targets. 

Deputy Chief Executive 
and City Treasurer 

Director of Policy, 
Performance and Reform 

5 Support the integration of health and social care by ensuring effective 
governance of integrated teams and activity, including the operation of 
the partnership arrangements with MHCC commissioning function, and 
the Local Care Organisation (LCO). Ensuring there is progress made 
with developments that will deliver positive outcomes within the system 
resource envelope. 

Director of Adult Social 
Services, Deputy Chief 
Executive & City 
Treasurer 

- 

6 Delivery of the Adults Improvement Plan and integration of Health and 
Social Care, through the governance arrangements of MLCO and 
MHCC, whilst ensuring that the Chief Executive can be fully assured on 
statutory responsibilities, particularly around safeguarding.  Ensuring 
effective integrated neighbourhood team arrangements, triage at the 
front door, and the assessment and review of citizens’ needs in a 
timely, proportionate and consistent manner. This includes Adults 
Services governance oversight: operational compliance, quality 

Director of Adult Social 
Services 

- 
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Action 

 
 
 
What action is to be addressed 
 

 
Who is responsible for delivery 
 
SMT Leads 

Directors or Heads of 
Service 

assurance and the transition from Children’s to Adults Services 
provision. 

7 Improving the resilience of ICT systems; including continuing to 
strengthen cyber security to ensure an effective response to the 
evolving external environment, and the Council’s arrangements for 
disaster recovery via delivery of the data centre. 

Deputy Chief Executive 
& City Treasurer 

Director of ICT 

8 Governance of delivery of proposed ICT infrastructure and systems 
essential to business operations and legal compliance, including the 
new social care system. Mitigation of delivery timescale risks, and 
effective prioritisation where there is an interdependence between 
business critical programmes (e.g. telephony). 

Deputy Chief Executive 
& City Treasurer 

Director of ICT 

9 Planning and implementation of changes required to mitigate potential 
negative impact of EU Exit on budget and other assumptions for the 
Council, partners and residents of the City. 

Chief Executive - 

10 Strengthening the consistency of and accountability involved in the 
Council’s approach to commissioning, procurement and contract 
management. This includes; improving supply chain resilience, building 
in carbon reduction requirements and reducing reliance on waivers. 

Deputy Chief Executive 
& City Treasurer 

Head of Strategic 
Commissioning 

11 Continued development and coordination across Services of the 
governance, communication, implementation and monitoring of 
workforce policy and associated guidance. This includes ensuring 
strong messages around compliance and accountability, and a planned 
programme of work to identify and tackle areas of non-compliance. 
Focus is needed on; the Accountability Framework - to support 
understanding of decision making, and the operation and efficacy of 
the Member / Officer Relations Protocol, and the Member Code of 
Conduct. 

Deputy Chief Executive 
& City Treasurer, City 
Solicitor 

Director of HROD, 
Deputy City Solicitor 

 

P
age 226

Item
 7

A
ppendix 1,



 69 

 
Conclusion  
 
The governance arrangements as described above have been applied throughout the year, and up to the date of the approval of the 
Annual Accounts, providing an effective framework for identifying governance issues and taking mitigating action. Over the coming year 
the Council will continue the operation of its governance framework and take steps to carry out the actions for improvement identified in 
the review of effectiveness to further strengthen its governance arrangements.  
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Manchester City Council 
Report for Information 

 
Report to:  Audit Committee - 28 July 2020 
 
Subject:  Internal Audit Plan 2020/21 
 
Report of:  Deputy Chief Executive and City Treasurer / Head of Audit and Risk 

Management 
 

 
Summary 
 
Standards for Internal Audit in local government are set out in the Public Sector 
Internal Audit Standards (PSIAS) and a Local Government Application Note from the 
Chartered Institute for Public Finance and Accountancy.  The PSIAS confirm that the 
Council should periodically prepare a risk based plan of Internal Audit activity that is 
designed to support an annual opinion on the effectiveness of the systems of 
governance, risk management and internal control and is informed by the audit 
strategy, consultation with stakeholders and a dynamic assessment of risks. The 
Head of Internal Audit and Risk Management is required to communicate internal 
audit plans and resource requirements, including significant interim changes, to 
Senior Management Team and the Audit Committee for review and approval. 
 
As a result of the Covid-19 pandemic Internal Audit stood down its existing, draft 
audit plans and suspended business as usual activity in order to support elements of 
the organisation’s response; redirecting the majority of resource to critical business 
activities.  The audit plan for 2020/21 has now been revised and proposals for the 
rest of the year are outlined in this report, based on current risk assessment and 
information available.  
 
Recommendations 
 
Members are requested to review and approve the Annual Internal Audit Plan for 
2020/21. 
 
  
Wards Affected: None 
 
 
Contact Officers: 
 

Name: Carol Culley  
Position: Deputy Chief Executive   
and City Treasurer 
Telephone: 0161 234 3406 
E-mail   c.culley@manchester.gov.uk 
 

Name: Tom Powell  
Position: Head of Internal Audit and   
Risk Management  
Telephone: 0161 234 5273 
E-mail  t.powell@manchester.gov.uk 

 
 

 

Page 229

Item 8

mailto:c.culley@manchester.gov.uk
mailto:t.powell@manchester.gov.uk


  

 

Internal Audit Plan 2020/21 
 

1. Background  

1.1. The Public Sector Internal Audit Standards (PSIAS) set out the standards for 
internal audit and have been adopted by the Council’s Internal Audit Service.   
PSIAS includes the need for risk based plans to be developed for internal audit 
and for senior management and the board plans to review and approval them.  
For local authorities the “board” is defined as the Audit Committee. 

1.2. Initial actions to develop the annual audit plan were carried out during early 
2020 however Audit Committee asked for the audit plan to be represented with 
a greater level of assurance over plans to address gaps in staffing resources.   

1.3. Subsequently Covid19 impacted the Council and Internal Audit stood down its 
planned audit activity.  This was to minimise impact on services and personnel 
involved in the response; focus audit resource on advice and guidance for the 
management of urgent changes required to systems and processes; and help 
deliver new services required as part of the crisis response.  Work postponed 
included actions to progress the service restructure, as management were 
required to focus fully on the response to the crisis. 

1.4. As the Council continues to move from crisis response into recovery, the audit 
plan for 2020/21 has been revised to ensure it is both focused and relevant, and 
is aligned to risks related to and emanating from the pandemic. The plan must 
remain flexible and will require regular review and update, to ensure it continues 
to add value and targeted assurance; based on risk and priority need. 

1.5. The Internal Audit team is carrying a number of vacancies and maternity leave 
that impacts the number of days available to complete reviews.  In addition, the 
service restructure has not progressed as intended and is being revisited in light 
of the Councils current budget review. As such the plan presented for approval 
is based on a current forecast of available resources, with consideration to 
seeking alternative additional means of assurance.  Proposals for addressing 
the shortfall in audit resource and future structure will be presented to Audit 
Committee for comment at a future meeting. 
 

2. Basis for the Plan 
 

2.1. The PSIAS (section 2000) state that the Head of Audit and Risk Management 
must establish risk based plans to determine the priorities of the internal audit 
activity, consistent with the organisation’s goals.  They refer to the need for the 
plan to reflect the assurance framework, risk management arrangements and 
input from management and the Audit Committee. These principles have been 
applied in the re-development of the 2020/21 plan. 
 

2.2. The underlying principles for the audit planning process remain valid as follows: 

 It is not cost effective or necessary to obtain audit coverage of all strategies, 
systems, business areas and risks, so these are reviewed on a risk basis 
each year and may change, as demonstrated by the impact of Covid19. 

 A range of types of audit work provide for different scope and coverage.    

 Advice and guidance is provided to services and partnerships to support 
developing systems, high priority risks, issues and emerging projects.   
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 Audit seeks to place reliance on assurance mechanisms within the Council as 
well as the findings of other auditors and inspectors in forming the audit plan 
and in providing assurance.    

 The plan is flexible and is reviewed and adjusted throughout the year in 
response to the changing governance, risk and control landscape. These 
changes will be communicated to Audit Committee and senior officers. 

 Audit engages with Strategic Directors, Heads of Service and colleagues 
across the Council, as well as through networks and best practice forums, to 
ensure that known and emerging risks are considered.   

 Proposed areas for audit are assessed and ranked against risk criteria to 
determine priorities.  The criteria considered are.   

Welfare of People  Impact on Service 
Fulfilment 

Impact on Strategic 
Objectives 

Effective Use of 
Finance and Resources 

 

Changes in 
management, 
structures or systems 

Legality including 
statutory or regulatory 
obligations 

Mandatory 
Requirement 

Known control or fraud 
risks 

Corporate or Key 
Directorate Risk 

 For the current audit plan there has been a focus on critical business impacts 
of Covid-19 and providing assurance that underlying systems and processes 
remain effective and appropriately controlled. 

 
3. Phased Audit Plan Approach 

 
3.1. The plan is based on quarters, reflecting the Council’s move from Covid19 

response to recovery, then a period of transformation and longer term change.  
 
Quarter One April to June 2020 
 

3.2. The original plan of audit activity for 2020/21 was largely suspended as a result 
of the Covid19 response and business as usual audit activities were 
superseded by more urgent priorities that included support for: 
 

 assessment, resolution and reporting of emerging risks to support effective 
governance and situation reporting via incident management arrangements; 

 administration of urgent business rates relief, grants and discretionary 
support, where auditors have supported design of the schemes; checked 
and validated applications and payment runs; and investigated issues of 
potential fraud and error; and 

 development and delivery of arrangements for the Manchester and Trafford 
PPE Hub. 
 

3.3. The remaining audit staff focused on provision of advice and guidance to 
management and officers across the Council and conclusion of the outstanding 
audit work from the 2019/20 programme.  Some mandatory grant certifications 
were completed in line with requirements.  

3.4.  
 Quarter Two July to September 2020 
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3.5. Internal Audit will begin to increase Covid19 assurance and core assurance 
activity alongside the provision of direct support.  The PPE hub will continue to 
require some support but this will be on a reducing resource basis from 
September. The business grants payment activities for Internal Audit will focus 
on post payment assurance reviews and fraud/error investigations.  
 

3.6. Focus in the quarter will include assurance over Covid-19 related risk and new 
processes introduced to allow for remote working and faster responses, in 
respect of payments, contract management, delegations and decision making.  
  

3.7. Work will also include assurance review and audits in respect of recovery and 
transformation programmes, for example providing assurance over ways of 
working and planned changes to policies and processes, digital and ICT 
systems, financial planning and workforce development activity.  We envisage 
this work continuing through the year and will include the roll out of Office 365, 
changes in information governance policies, finalisation of the Data Centre 
migration and other priority ICT programmes.  Audit will liaise closely with 
project boards to gather assurance and to inform future work. 
 

3.8. A review of all outstanding recommendations will be completed to assess risk 
exposure and the viability of implementation plans, given the scale of disruption 
presented by Covid19. This will be reported to SMT and Audit Committee. 
 

 Quarters Three and Four: October 2020 to March 2021 
 

3.9. As well as ongoing recovery related assurance, the second half of the year will 
focus on audits of core systems of governance, risk management and control.  
 

3.10. A key area of focus will be Adult and Children’s Social Care where there is an 
agreed need to provide advice and assurance over the quality assurance 
frameworks, core processes such as supervision and use of the two main social 
care and care finance systems; Liquid Logic and Controcc.  In these areas 
plans will also be coordinated through the Manchester Local Care Organisation 
and Manchester Health and Care Commissioning partnerships, to ensure 
appropriate system wide audit focus on key risks and avoid duplication with 
health audit teams.  The aim is to finalise the approach to risk and assurance 
mapping in these areas, as well as for finance, ICT and schools, to help inform 
key stakeholders, including Audit Committee, as to the overall scope, coverage 
and outcomes of system wide audit and assurance activity.  
 

4.   Audit Plan 2020/21 
 

4.1. The Internal Audit Plan is presented at Appendix 1.  It includes some block 
allocations for areas where the scope of work is not currently fully defined and 
will be developed with management in year.   
 

4.2. The plan contains different activities to reflect the work required in response to 
Covid19 and Council priorities.   Whilst all audit work will be scoped to consider 
the context and implications of Covid19, there are some areas that relate to 
risks arising specifically as a result of the pandemic and are described 
separately.  
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Type of 
Assurance 

Description 

Covid-19 Direct 
Delivery 

Operational support to new service provision: Incudes 
Personal Protective Equipment and aspects of business 
grants work.  It does not constitute independent, audit 
work. 

Covid-19 
Assurance 
Support 

Work that provides assurance but as an integral part of a 
new system or process – primarily business grants and 
rate relief and aspects of advice and guidance in the 
development of new systems and processes. 

Covid-19 Audit 
and Assurance  

More formal audit work that links to recovery priorities and 
key risks relating to Covid19 and includes: 

 Assurance Assessments  

 Developing Systems and Risk Based Audits 

 Formal Advice and Guidance 

Covid-19 
Counter Fraud 
and Irregularity 

Counter fraud work directly linked to activities and 
programmes arising from the response to Covid19.  
Focused currently on business grants and rate reliefs 

Core Audit and 
Assurance 

Work focused on core strategies, systems and processes 
and includes: 

 System and Compliance Audits 

 Developing Systems and Risk Based Audits 

 Governance and Strategy Audits 

 Grants Certification. 

Core Advice, 
Guidance & 
Support 

Management Assurance Requests 

Attendance on working groups and boards 

Core Counter 
Fraud, 
Irregularity 

Proactive and reactive counter fraud and irregularity 
activities, including investigation of allegations of internal 
and external fraud and irregularity 

 

4.3. The key outcomes of all audit work will be reported to SMT, Executive Members 
and Audit Committee.  There are four levels of audit opinion in assurance reports:  
no, limited, reasonable, and substantial assurance. These are considered along 
with the organisational impact of the system or area under review (high, medium, 
low).  Progress made in the implementation of recommendations from all types of 
audit activity will be regularly reported to SMT and Audit Committee. 

Areas of work 

4.4. The plan has been compiled to broadly reflect the senior management structure,  
Covid19 work and cross cutting areas as shown below.     
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 2020/21 2019/20 

Area Days % Days  % 

Covid-19 Direct Delivery 150 9 

N/A 
Covid-19 Assurance Support 390 23 

Covid-19 Audit and Assurance  75 4 

Covid-19 Counter Fraud and Irregularity 50 3 

     

Children’s Services and Education  100 6 231 10 

Health and Care (Adults) 100 6 212 9 

Corporate Core 115 7 219 10 

Data, Information and Systems 50 3 108 5 

Neighbourhoods; Growth and Strategic Dvt  60 4 198 9 

Procurement, Contracts & Commissioning 70 4 197 8 

Counter Fraud and Irregularity 183 11 677 30 

2019/20 Completion 45 3 203 9 

Follow Up, Advice and Guidance 150 9 217 10 

Total Audit Time Booked to Audits 1,538  2,262  

Other Direct Audit Activity 139 8 292 11 

Total Direct Audit Time 1,677  2,554  

 
5. Scale of Plan and Resources 

 

5.1. The service has an approved establishment of 18 staff (excluding the Head and 
Deputy Head of Internal Audit and Risk Management).  The team currently 
consists of 12 staff equating to ten FTE based on reduced hours arrangements 
in place.  Resource availability is currently impacted by maternity leave.  These 
factors present significant resource pressure for the year. 

5.2. Usually external agency and specialist ICT audit resource would be used to 
supplement the in house provision as required.  At this stage, given the nature 
of proposed work, much of which requires a thorough understanding of the 
current context and organisational arrangements, no additional resource is 
planned but this will be reviewed further as the year progresses.  The total 
resources to be allocated to the management and delivery of direct audit work 
for 2020/21 based on current assumptions and capacity planning is 1,677 days.  

5.3. This scale of plan is a short term proposal as the level of audit resource 
required for the Council has been assessed by the Head of Audit and Risk 
Management and the Deputy Chief Executive and City Treasurer as being 
c2500 days. It is this scale of resource that is being proposed in the service 
structure which will be finalised for formal consultation in August, pending 
decisions on cost savings that will be required to achieve a balanced Council 
budget. 

6. Recommendations 
 
6.1. Members are requested to review and approve the Annual Internal Audit Plan 

for 2020/21. 
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Appendix 1   Audits in 2020/21 Internal Audit Plan  

Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

Covid19 Personal Protective 
Equipment  (PPE) 
Hub 

Covid19 
Direct 

Delivery  

High Crisis response: Logistics, stock and 
distribution.  

Recovery response: Logistics, stock 
and distribution 

x x x x 

PPE Finance 
Reconciliations, 
Reporting and 
Recharging 

Covid19 
Direct 

Delivery  

High  Production of financial reconciliations 
and recharges 

 x   

Small Business 
Rate relief / Retail 
Hospitality Grants 
Process Design 

Covid19 
Direct 

Delivery 

High Support in design of processes and 
controls for schemes 

x    

Small Business 
Rate relief 

Retail Hospitality 
Grants 

Discretionary 
Business Grants 

Covid-19 
Assurance 

Support 

High Prepayment assurance and verification 
checks with Revenue and Benefits 
team 

x x   

Assurance:  
Business Grants: 
Post Payment 
checks 

Covid-19 
Assurance 

Support 

High Post payment checks to inform 
verification of payments 

 x x  

Counter Fraud:    

Business Grants 
Fraud and Error 
Investigations 

Covid-19 
Counter 

Fraud and 
Irregularity 

High Investigations into potentially fraudulent 
claims and payments 

 x x x 
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

Recovery work 
streams and 
projects 

Covid-19 
Audit and 
Assurance 

High Audit assurance and support for core 
recovery programmes with scopes to 
be developed as needed.  Likely to 
focus on outcomes of the ‘Future of the 
Council’ work stream but may also 
include activity relating to the 
‘Economy’ and ‘Residents and 
Community’ work streams.  Health and 
Social Care included in audits and 
partnership block allocation below. 

 x x x 

Budget review and 
Medium Term 
Financial Strategy 

Covid-19 
Audit and 
Assurance 

High Assurance over the approach to the 
review of budget planning and 
modelling to achieve a balanced budget 
2020/21 and 2021/22.  

 x   

Officer Decision 
Making  

Covid-19 
Audit and 
Assurance 

High Assurance over the approach to 
delegations and decision making during 
the Covid19 Crisis response.   

 x x  

Hospital 
Discharges 

Covid-19 
Audit and 
Assurance 

High Review of new framework for hospital 
discharges in light of Covid impact 
preparations 

 x   

Supplier Relief 
Arrangements  

Covid-19 
Audit and 
Assurance 

Medium Assess completeness and accuracy of 
the supplier relief records maintained.  

 x   

Use of Contract 
Extensions and 
Waivers 

Covid-19 
Audit and 
Assurance 

High Assurance over the effectiveness of 
contract planning, the waiver process 
and use of contract extensions – with a 
focus on the first quarter 2020/21 

 x   

Counter Fraud and 
Irregularity  

 

Counter Fraud 
Awareness  

Proactive Medium Delivery of DMT briefing and 
awareness sessions 

 

 x x  
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

 

 

National Fraud 
Initiative  (NFI) 

Proactive 
and Probity 

High Co-ordination and facilitation of the 
Council’s response to the NFI including 
data collation, review of matches and 
action to address anomalies.   

  

  x x 

Reactive Counter 
Fraud 
Investigations 

Reactive High Block to address referred work and 
deliver investigations.  This includes 
referrals primarily in respect of: 

 Corporate fraud, irregularity & error 

 Housing Tenancy Fraud 

 Right to Buy Fraud 

 Council Tax Reduction Scheme 
fraud 

 Non Domestic Rates. 

  x x 

Corporate Core Annual 
Governance 
Statement / 
Register of 
Significant 
Partnerships 

Advice and 
Guidance 

Medium Review and support for the refresh of 
the processes for the compilation of the 
AGS and the mechanisms for the 
governance review of significant 
partnerships.   

 x  x  

Climate Change 
Response  

Advice and 
Guidance  

Medium Support refresh and reframe of 
governance arrangements; contracts 
and key performance indicators. 

  x  

Core Financial 
Systems 

Core Audit 
and 

Assurance 

 

Mandatory Delivery of programme of ongoing 
assurance over the effectiveness of the 
Council’s core financial systems 
starting with risk and assurance 
mapping to inform assurance needs. 

 

 x   
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

Our Town Hall  Core Audit 
and 

Assurance  

High To provide project assurance and 
advice and guidance on a risk basis 
over the Our Town Hall project.  This is 
likely to focus on include contract 
management and delivery of work 
packages. 

 

  x  

Grant Certifications 

 

 

 

Core Audit 
and 

Assurance  

Mandatory Certification of grant returns for 
accuracy and completeness including: 

 Urbact C-Change (EU funding)  

 URBACT Zero Carbon Cities (ZCC) 

 ABCitiEs 

 x x x 

Loans and Grants: 
Due Diligence 

Core Audit 
and 

Assurance  

Medium Assurance over arrangements for 
approval and monitoring of loans and 
repayments  

   x 

Data, Information 
and Systems  

ICT Audit  Core Audit 
and 

Assurance  

 

Advice and 
Guidance 

Medium Block - Scope to be informed with an 
ICT assurance map refresh and likely to 
include assurance over: 

 Payment Card Industry (PCI DSS) 
compliance 

 Liquid Logic Implementation 

 Data Centre Programme Support 

 Office 365 roll out 

 Cyber Incident management  

 Cyber Security Follow up Audit 

 Asset Control and End User 
Devices 

 x x x 
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

Early Years and 
Education System 
implementation 
(EYES)  

Core Audit 
and 

Assurance  

 

Medium Developing system review to assure 
progress toward implementation and 
business continuity. 

 x   

GDPR: Data 
Protection Impact 
Assessments  

Core Audit 
and 

Assurance  

Medium Follow up of limited assurance opinion 
to confirm implementation action.  

   x 

Adult Services Integrated 
Neighbourhood 
Teams (MLCO) 

Core Audit 
and 

Assurance 

High Assurance over the development of 
integrated neighbourhood delivery 
teams in line with expectations and in 
support of the discharge of statutory 
duties. 

   x 

Health and Care 
Commissioning 
including MHCC 

Core Audit 
and 

Assurance  

High Assurance over the developing 
commissioning arrangements for health 
and social care.  Strategy and 
operational arrangements between 
MCC, MHCC and MLCO. 

   x 

Health and Social 
Care Governance 
(MHCC)  

Core Audit 
and 

Assurance 

Medium Review of changing governance 
arrangements for MCC, MHCC and 
MLCO. 

  x  

Health and Social 
Care assurance 
framework 

Core Audit 
and 

Assurance  

Medium Assurance map for the arrangements in 
place across Health and Social Care.   

  x  

Strength Based 
Approach  

Core Audit 
and 

Assurance 

High Review of progress and impact of 
strength based approach as 
fundamental building block within 
service improvement. 

 x   

Mental Health 
Casework 

 Core Audit 
and 

Assurance  

High Assurance over the impact of 
embedding changes to the system 
following a limited assurance opinion in 

   x 
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

2018/19 and follow up audit in 2019/20.  
Joint work with health audit.  

Adults Services 
Quality Assurance 
Framework (QAF)  

Core Audit 
and 

Assurance  

High Assurance over the QAF and impact on 
casework improvement  

  x  

Adults 
Supervisions and 
Management 
oversight  

Core Audit 
and 

Assurance  

 

High Follow Up Audit: To confirm progress to 
implementation of recommendations 
made in 2019/20. 

  x  

Children’s 
Services  

Children’s Quality 
Assurance 
Framework (QAF) 

Core Audit 
and 

Assurance  

High Assurance over the QAF as core 
aspect of the service delivery model 
and assurance over statutory duties 

  x  

Children’s Services 
Management and 
Oversight and 
Supervisions   

Core Audit 
and 

Assurance  

High Effectiveness of the arrangements in 
place for supervision of social work.  

  x  

Planning for 
Permanence 

Core Audit 
and 

Assurance  

High Assurance over the application of core 
process for planning for permanence.   

  x  

Education, Skills 
and Schools  

 

Financial Health 
Checks  

Core Audit 
and 

Assurance  

Medium Annual programme of school financial 
health checks focused on financial 
systems of governance and control.    

x x x x 

Education Services 
Assurance  

Core Audit 
and 

Assurance  

High Block allocation to provide assurance 
on aspects of education services which 
may include Safer Recruitment; SEND 
Local Offer;  Educational Health Care 
Plans (EHC); and Children Missing 
from Education,  based on assessment 
of risk. 

  x  
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

Procurement, 
Contracts and 
Commissioning 
(PCC) 

Factory Project Core Audit 
and 

Assurance  

High To provide project assurance and 
advice and guidance on a risk basis 
over  Factory projects  

   x 

 Contract 
Management  

Core Audit 
and 

Assurance  

High Block allocation of reviews to provide 
assurance over fundamental aspects of 
contract management including 
contract governance, cost control and 
performance management for a sample 
of contracts. 

 x x x 

Growth and 
Development   

Governance and 
management of 
major projects 

Core Audit 
and 

Assurance  

High Review of effectiveness of 
arrangements for the management of 
major capital projects including 
governance, risk assessment, decision 
making and reporting. 

  x  

Disabled Facilities 
Grant 

Core Audit 
and 

Assurance  

Mandatory Grant certification on the spend of the 
Disabled Facilities Grant.  

   x 

Northern Gateway  Core Audit 
and 

Assurance  

High Assurance over the governance 
arrangements for the Northern gateway 
project.  

  x  

Civic Quarter Heat 
Network (CQHN) 

Advice and 
Guidance 

High Risk assessment over the CQHN 
project, to inform potential future audit 
work. 

 x   

Northward Housing 
(ALMO)  

Advice and 
Guidance 

High Assurance over the proposals and 
timescales for decision and action in 
respect of the future arrangements for 
Northwards Housing ALMO. 

 x   

Neighbourhoods 

 

Highways 
Programme and 
Project Assurance  

Core Audit 
and 

Assurance  

Medium Follow up audit to review of progress to 
address risk following Highways 
Assurance review 2019/20 

   x 
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Area and 
Allocation 

Audit Title Audit Type IA Risk 
Assess 

Audit input or assurance to be 
obtained 

Q1 Q2 Q3 Q4 

Highway Grant 
Certifications   

Core Audit 
and 

Assurance  

`Mandatory Annual certification of grants 
compliance based on identified need.   

  x  

GMCA - Growth 
Deal 

Core Audit 
and 

Assurance  

Mandatory Assurance over grants received and 
spent 

  x  

Follow Up – Recommendation reviews and assessment  x  x 

External Clients - Schools and Academies – Fee Paying Health checks  x  x 

2019/20 Completion x    
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Manchester City Council 
Report for Information 

 
Report to:   Audit Committee - 28 July 2020 
 
Subject:  Annual Assurance Opinion and Report 
 
Report of:   Head of Audit and Risk Management 
 
 
Summary 
 
The Internal Audit Section delivers an annual programme of audit work designed to 
raise standards of governance, risk management and internal control across the 
Council.  In accordance with Public Sector Internal Audit Standard 2450 this work is 
required to culminate in “an annual internal audit opinion and report that can be used 
by the organisation to inform its governance statement. The annual internal audit 
opinion must conclude on the overall adequacy and effectiveness of the 
organisation’s framework of governance, risk management and control.” 
 
This report provides Members with the Head of Audit and Risk Management’s 
annual assurance opinion and report on the Council’s system of governance, risk 
management and internal control.  
 

Recommendations 
 
Audit Committee is requested to consider and comment on the Head of Audit and 
Risk Management Annual Assurance Opinion and Report 2019/2020. 
 
 
Wards Affected:   All 
 
 
Contact Officers: 
 
Name: Carol Culley  
Position: Deputy Chief Executive and City Treasurer  
Telephone: 0161 234 3406  
Email: carol.culley@manchester.gov.uk 
 
Name: Tom Powell     
Position: Head of Audit and Risk Management             
Telephone: 0161 234 5273 
E-mail  t.powell@manchester.gov.uk 
 
Background documents (available for public inspection): The following 
documents disclose important facts on which the report is based and have been 
relied upon in preparing the report. Copies of the background documents are 
available up to four years after the date of the meeting. If you would like a copy, 
please contact one of the contact officers above. 
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 Internal Audit Plan 2019/20 

 Internal Audit Quarterly Assurance progress reports 2019/20  
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1. Introduction 

1.1 This report provides the annual opinion of the Head of Audit and Risk 
Management’s with a summary outturn of the work of the Internal Audit 
Section for the 12 months April 2019 to March 2020.  Quarterly updates on 
progress, including assurance opinions and executive summaries of reports, 
have been provided to Audit Committee during the year.    

2. Overall Opinion 

2.1 This audit opinion focuses on the year to March 2020; however, it was evident 
in the last six weeks of the year that there would be likely significant 
implications for the UK in relation to the Coronavirus (Covid19) outbreak.  
Planning was undertaken across the Council and with partners in anticipation 
of potential impacts and whilst this report is not intended to provide an 
assurance assessment of the incident response and planned recovery activity 
in the current year, it would be remiss not to acknowledge and provide a high 
level commentary on the Council response to these unprecedented events. 

2.2 The Council’s response to Covid19 has been led by the Executive and the 
Senior Management Team. This has included the critical role of the Director of 
Public Health and his team.  There have been strong and effective links 
across partnerships within the City, across Greater Manchester (GM) and 
national levels including regular engagement with Public Health England, NHS 
and National Government to ensure an effective response to Covid19.  This 
has built successfully on existing relationships and structures and has enabled 
the Council to respond effectively to key policy and clinical developments. 
Incident management structures have supported a coordinated response and 
focused actions at GM and local level, with Chief Officers leading an Incident 
Management Team from February to ensure relevant services and 
stakeholders were engaged in planning and supporting the Council and 
Citywide response. 

2.3 In terms of governance, risk management and control, there has had to be 
deviation from business as usual approaches in a wide range of areas 
including staffing, buildings and premises; policies and procedures; 
procurement; financial management; and decision-making.  These variations 
have been managed through professional service leads, the incident 
management arrangements and officer and Member leadership structures.  
Internal Audit has been involved in a number of these, through the 
engagement of the Head of Audit and Risk Management in the Incident 
Management Team; direct service engagement in a number of key areas 
including support to the provision of Personal Protective Equipment; 
assurance on business rates relief and grant payments; and through the 
provision of advice and support on required changes to systems of risk 
management, governance and control. 

2.4 In terms of the year to March 2020, the Head of Audit and Risk Management 
can provide moderate assurance that the Council’s governance, risk and 
control framework is generally sound and operated reasonably consistently in 
the year.  This is the same opinion as issued in the previous three years and 
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reflects that overall governance, financial management arrangements and 
core systems and processes within the Council remain effective. 

2.5 There are notable strengths in some areas and there have been 
improvements in some key systems however there have also been issues 
confirmed as a result of audit work that resulted in limited levels of assurance. 
The key governance, risk and internal control strengths and issues of which 
the Head of Audit and Risk Management was made aware during the year 
and those affecting the overall opinion are described below.  

Context 

2.6 Change is a constant across local government, across the City and Greater 
Manchester, effecting policies, operations and the expectations of citizens. 
There are significant programmes of transformation in progress within the 
Council to redesign how services can be delivered more effectively in future 
and how citizens engage digitally with the Council. These include the Our 
Transformation programme, Service Improvement Plan in Adults Services and 
ongoing work to sustain and embed change within Children’s Services.  This 
change work is now encompassed within the broader Recovery workstreams 
developed in response to the impacts of Covid19. 

2.7 Services have been successfully delivered through a period of continued fiscal 
pressure and political uncertainty, including EU Exit planning and the impact 
of Covid19. Spending on Adult Social Care and Children Services continues 
to increase beyond budget expectations. In addition, the Council had to plan 
and deliver a winter General Election, and in July 2019, it declared a climate 
emergency and announced its ambition to be a zero carbon City by 2038. 

2.8 The senior leadership structure is well established and was strengthened in 
year by the appointment to positions In Adults Services, the posts of the 
Directors of ICT and Human Resources, and more recently a new Strategic 
Director for Growth and Development.  The leadership teams in directorates 
have had a year of relative stability enabling a sustained focus on areas for 
further development and improvement.  

2.9 The Council continues its journey to being a ‘world-class city by 2025’.  This 
means investment to become a truly digitally enabled organisation, promoting 
partnership working and further development of innovative and effective 
approaches to service delivery.  As part of this programme there is a clear 
roadmap for updating technology infrastructure including redesign of the 
intranet, modernising telephony and rolling out new ICT devices to staff.  
Investment is underway in new networks and the utilisation of twin data 
centres that will be more proficient and resilient; and the move to a new 
software platform (Office 365) to enable a more effective approach to remote 
working and collaboration. 

2.10 As expected with major IT development projects, there have been some 
delays arising from the competing priority to focus resources on maintenance 
of critical business as usual services – especially when service demand 
increased due to the pandemic and a large proportion of staff working flexibly 
away from the office. The scale of demand for ICT enabled change remains 
substantial and the need for clear and sustained focus on core priorities 
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remains a challenge.  The ICT Board and Capital Strategy Board continue to 
oversee delivery and investment in ICT and delivery of the IT Strategy 2020-
25. 

2.11 The financial savings requirements of a reduced budget remains a critical 
challenge across the public sector year on year; and this is particularly acute 
in local government and for Core Cities.  The impact of continued austerity on 
the Council is managed through robust governance and financial 
management arrangements; however this remains a fundamental risk to the 
achievement of Council ambitions and key priorities, critically exacerbated as 
a consequence of Covid19 as a result of increased, unanticipated expenditure 
coupled with substantial loss of income and the wider implications of 
economic downturn. 

2.12 From March 2020 there were significant business continuity issues being 
managed resulting from Covid19 with significant consequences for budgets; 
resource deployment; and service delivery.  The immediate incident 
management response was effective, including the process and the structured 
governance arrangements established at short notice to support decision-
making. Decisions were taken at senior officer and Member level, to maintain 
critical services and respond effectively to the crisis.  From involvement in 
these arrangements and from awareness of key changes that had to be made 
to respond to Covid19, Internal Audit can provide positive assurance that 
appropriate and timely steps were taken to enable an effective response.  
Incident management has since evolved into recovery planning with clear and 
robust strategies in place to respond to the short, medium and long-term 
implications of the pandemic. Internal Audit have proposed an audit plan 
designed to provide further assurance in these areas for 2020/21. 

Strengths 

2.13 Whilst audit work has identified and confirmed issues and areas for 
improvement in a number of services, there are core strengths in systems of 
governance, risk management and control that have remained across the 
organisation and been further developed in 2019/20.  Many of these are 
reflected in the Annual Governance Statement that is informed by a range of 
sources including the work of Internal Audit. 

2.14 The Council’s strategic objectives and priorities continue to be set through a 
clearly defined process that remains robust.  They are aligned with the 
strategic aims set out in the Our Manchester strategy and are underpinned by 
a clear programme of officer engagement and communication, to ensure that 
all officers understand how their individual contribution impacts.  Officers are 
supported and developed through the Our People approach and robust 
processes link priorities with business objectives, budgets and workforce 
planning and are governed by timely and appropriate layers of officer and 
Member challenge and scrutiny.   

2.15 Our Corporate Plan was published in 2019/20 and articulates the seven key 
Council priorities and was updated to reflect the Climate Change Emergency 
declared in July 2019.  The plan and the Our Manchester Strategy are subject 
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to ongoing review and revision, which includes learning and review of 
priorities emerging from the current Covid19 Recovery programme. 

2.16 Council performance is monitored and reported through a clear framework of 
officer and Member governance arrangements including defined structures, 
decision-making responsibility, oversight and scrutiny that are used to 
highlight areas of strength and areas for further development, investment or 
disinvestment.  This provides early warning of key risks for example through a 
process of robust, timely budget monitoring.  The Code of Governance clearly 
defines requirements and conformance is assessed through a well-embedded 
and comprehensive Annual Governance Statement process.  

2.17 The Council’s risk management process continues to support management in 
identifying and mitigating risks. Work to strengthen and embed risk 
management processes continued in year though there was further work still 
required to ensure greater consistency across the organisation.  As part of the 
preparation to formulate the 2020/21 audit plan, the Audit Committee engaged 
in a horizon scanning exercise to explore potential organisational risk, 
appetite, alternative sources of assurance and how to optimize the 
deployment of audit resource.  

2.18 Positive action continued to strengthen the control environment in Children’s 
Services; reducing risk exposure in a number of areas. It is acknowledged that 
work is still progressing and financial pressures remain, however improvement 
is supported by strong governance arrangements that engage officers, 
Members and key partners in review and critical decision making.   

2.19 Action to address improvements in Adult Services included the appointment of 
the Deputy Director for Adults Social Services and three Assistant Directors to 
drive change.  The Adults Improvement Plan provides a structure for 
monitoring and managing service wide improvement activity to address critical 
risk areas and is informed by audit work and other sources of assurance and 
intelligence. Whilst there is significant work still to do in strengthening 
operations and controls through work streams targeted in critical risk areas 
this is being actively managed by the Strategic Director and senior managers, 
with active involvement and oversight from SMT, the Executive, partnership 
boards, Scrutiny and Audit Committee. 

2.20 There has been further development of integration and partnership 
governance across Manchester Health and Care Commissioning (MHCC) and 
Manchester Local Care Organisation (MLCO) to support the ambition of a 
system wide approach to health and care and this work remains high priority 
in 2020/21.   This requires effective cooperation and coordination between 
partners and clearly remains a strategic priority and area of ongoing focus.  

2.21 2019/20 also saw the development of the Our Transformation programme 
which incorporates many of the organisational change activities planned to 
develop Our People; governance and accountability frameworks; technology 
enabled change; and ways of working.  This programme includes 
representation from across all Council directorates and from partners with the 
aim of driving further efficiency and effectiveness in how services and systems 
are operated.   
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2.22 The ambitious developments across the Council continued apace in key areas 
including the Our Town Hall and Factory projects; strategic development, 
housing and regeneration projects; and highways investment.   These 
developments are subject to robust scrutiny and a strong Gateway approval 
process for funding and approval that ensures appropriate milestones have 
been met before programmes and projects can progress through agreed 
checkpoints  

2.23 Core financial systems remained robust with a comprehensive, integrated 
budget and business planning process that was subject to high levels of 
challenge, review and scrutiny.  The 2019/20 and 2020/21 budgets were 
underpinned by detailed scenario planning considering the impact of potential 
changes in income streams including Council Tax and Business Rates as well 
as wider demographic, inflationary and service pressures.  This enabled 
prudent, focused investment in areas that support the delivery of key Council 
priorities.  This same rigour is now being applied to an in year refresh of the 
2020/21 and 2021/22 budget forecasts. 

2.24 There has been positive progress in strengthening ICT security, aspects of 
ICT resilience and delivery of a number of ICT projects and programmes.  
There were no major security incidents in year that caused serious disruption 
to ICT service provision and this reflects assurances obtained from third 
parties over the security and resilience of core infrastructure as follows:  

 The Council was ranked as highly resilient (green) based on a ‘Cyber 
Defence stock take’ return to Cabinet Office. A key factor in this was 
the cyber security training provided to senior officers and rolled out to 
all staff as an on-line learning course in the year, which has helped 
drive further awareness of how to minimise cyber and information 
security risks. 

 Public Service Network (PSN) accreditation 2020 and Payment Card 
Industry (PCI) compliance work was progressing as planned, with 
regular updates provided to the Cabinet Office on progress in 
penetration test issue resolution and agreement of the latest PSN 
submission in year. 

2.25 The scale and pace of transformation and change is encouraging but 
introduces additional risk to the control environment.  Internal Audit are 
engaged in a number of project and programmes, through attendance at 
various boards, and the provision of ad hoc advice and guidance, for example 
on Data Centre migration, procurement of a new Information Governance 
system and migration to Office 365.  

2.26 There remains strong senior leadership ambition with a clear focus on key 
priorities, however there is a need to ensure capability and capacity to fully 
support the breadth of current and planned priorities, especially in light of the 
impacts of Covid19. Bheard surveys for all officers and workforce engagement 
activities continue to be effective to develop workforce planning strategies and 
adaptations have been made to ways of working to support greater focus and 
appropriate flexibility. These are being reviewed further based on Bheard 
2019 results and a more recent staff survey (related to Covid 19) and lessons 
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learned work; to inform ways of working as part of the Our Transformation and 
Future Council work. 

Issues Arising from Audit Work 

2.27 Audit work in the year did not result in the issue of any ‘No Assurance’ 
opinions. Eleven ‘Limited Assurance’ opinions were reported, where there 
were significant concerns about the system of internal control or an absence 
of controls that could put the process or system objectives at risk; where 
urgent improvement is required.  Of these opinions: 

 Seven related to the 2019/20 audit plan and four related to completion 
work from 2018/19.   

 Six related to work in Adults Services where, as part of audit planning, 
management had sought audit input and review in areas that were known 
to present risks and areas of concern.  

 Four related to systems of governance and control within schools.   

2.28 These eleven reports are shown below alongside limited or no assurance 
opinions issued in the previous three years.  

 

Limited or No Assurance Opinions 

2019/20 2018/19 2017/18 2016/17 

Adults: 
Deprivation of 
Liberties 
Safeguards  

Adults: 
Management 
Oversight and 
Supervision 

Adults: Transition 
to Adulthood 
 

Adults: 
Independent 
Living Fund 

Adults: Floating 
Support – 
Support to 
Homeless 
Citizens in 
Temporary 
Accommodation 

Adults: Mental 
Health Casework 
Compliance 

Adults: 
Contract 
Management: 
Homecare 

Childrens: Foster 
Care Payments 
 

Adults: Mental 
Health Casework 
Compliance 

Adults, Childrens 
and ICT:  
Liquidlogic and 
ContrOCC (Data 
Migration and User 
Acceptance 
Testing) 

Adults: Disability 
Supported 
Accommodation 
Services, Quality 
Assurance 
Framework 

Childrens: North 
West Foster 
Care Framework 
– Contract 
Monitoring   

Adults: 
Manchester 
Local Care 
Organisation 
Governance 

Childrens: MASH 
Follow Up Audit 

Adults: Client 
Financial 
Services 
Appointee 
Support - Cash 
Delivery 

Childrens: 
Management 
Assurance over 
Casework 
Management – 
Supervisions 

Adults: 
Safeguarding 

Childrens: Early 
Years 30 Hours 

Childrens: MASH 
Compliance Audit 

Schools:  
Attendance 
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Limited or No Assurance Opinions 

2019/20 2018/19 2017/18 2016/17 

Casework 
Management 

Funding Data:  Thematic 
Audit    

Adults: 
Disability Service 
Supported 
Accommodation:  
High Needs 
Decision Making  
 

Contracts: 
Insurance 
Arrangements 

Contracts: 
Contract Creation 
and 
Formalisation 

Schools:  Cash 
Handling: 
Thematic Audit 

Core: Data 
Privacy Impact 
Assessments 

Contracts: 
Whistleblowing 
Arrangements 

ICT : Mobile 
Connections – 
Data Analysis 

Neighbourhoods: 
Christmas 
Markets – 
Financial and 
Management 
Overview   

Schools: St 
Margaret’s 
Primary School 

Contracts: 
Frameworks 
Contract 
Governance – 
Overall Report 

ICT: Disaster 
Recovery 

Neighbourhoods: 
Highways 
Maintenance 
Review (No 
Assurance) 

Schools: 
Benchhill Primary 
School 

Contracts: 
Highways 
Framework 

  

Schools: Lily 
Lane Primary 
School 

Contracts: Taxi 
Framework 

  

Schools: St 
Matthews High 
School 

   

 

2.29 The recommendations in limited opinion reports are designated as critical or 
major to reflect the level of risk and action plans are agreed with management.  
Progress to implementation is reported to SMT, Executive Members and Audit 
Committee on a regular basis to enable scrutiny and challenge, with senior 
officers and Executive Members required to attend Audit Committee to update 
on actions being taken to address risks.  In 2019/20 this included updates 
from Children’s and Adults Services in areas where limited opinions had been 
issued but where action to implement recommendations was taking longer 
than originally planned.   

3 Audit Plan Delivery  

3.1      Assurance activity and counter fraud work inform the annual audit opinion 
along with other sources of assurance. The table below provides a summary 
of audit activity in 2019/20 based on the approved audit plan and subsequent 
amendments, which were agreed in the year.  Outputs include audit reports, 
management letters and advice and guidance as well as support to 
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management on service improvement.    

3.2      The analysis excludes most of the general advice and guidance provided to 
the business and involvement in working groups and projects, as these are 
not usually captured in formal reports.   Figures include completion of brought 
forward work as agreed with managers.   The outcomes of audit work were 
shared with senior officers and Audit Committee during the year and a 
summary of key assurance is provided at section 4 below.  

3.3      A number of changes in year, which were reported to Audit Committee, 
impacted the delivery of the Annual Audit Plan.   Specifically these were: 

• Resource and timing requirements to complete a number of audits from 
the 2018/19 audit plan which were beyond assumptions made in the 
development of the 2019/20 plan.  In total 25 audits from the 2018/19 
plan were finalised in the year.   

• Requests for additional ad hoc audit support on specific issues that 
were considered high risk and reallocation of resources to other work 
led to audits being curtailed or delayed.   

• Reduction in available resource including four resignations at Lead 
Auditor and Senior Auditor grade.   These posts were not back filled 
with permanent post holders pending service restructure and this 
remains a key risk and focus for the Service.  

3.4      The impact of reduced audit resources and requests for new risk based work 
as well as some requests for time and scope changes led to a revision of the 
audit plan and an agreement to defer, cancel, and re-scope 20 audits during 
the year. Details are listed in the status table at Appendix One. 

3.5      In quarter four the plan was further impacted by the need for the service and 
directorates to respond to Covid19.  As a result audits and discovery reviews 
had to be deferred, cancelled or curtailed as follows:  

 Children’s Services: Safer Recruitment.   This audit was cancelled after 
the initial planning stage because there was no access to schools to 
carry out testing from March 2020.   

 Children’s Services:  Special Education Needs and Disability.  The 
audit was deferred, initially for a further review of proposed scope and 
then subsequently based on client resource availability.  A decision will 
be taken whether the work will be completed in two parts in 2020/21 
including the local offer and SEND services.  

 Children’s Services: SATs Quality Assurance Framework.  There was 
significant work done in relation to the issues raised in year and the 
audit was deferred as a reasonable level of assurance was available 
from the work carried out by management.    

 Adult Services:  Homelessness – Front Door Access.  The review was 
cancelled due to resourcing constraints given demands on the Service. 

 Adult Services:  Mental Health Panels.  The audit was deferred at 

Page 252

Item 9



 
 

request of management, as there has been challenges in the 
implementation systems requiring some work arounds.  It was 
considered more appropriate to examine the system in 2020/21 when 
permanent solutions have been put in place.   

 Adults Services: Management Oversight and Supervisions Follow up.  
The audit was deferred as recommendations are not yet all due and 
implementation action remains on going. 

 Corporate Core:  Income Other (SAP).  Resource was redirected to 
other work from this audit after feasibility and scoping was completed.  
It is proposed to revisit this in 2020/21.  

 Corporate Core:  Capital Project Management was assessed as low 
risk and cancelled due to reduced resources available for audit work.  

 Corporate Core: Officer Decision Making.  This review was deferred as 
there was insufficient resource to complete in quarter four. There is a 
review focused on Covid19 decision making in the plan for 2020/21  

 Neighbourhoods: Approach to recycling; Growth and Strategic 
Development:  Management of Major Housing Developments; and 
Work and Skills Discovery.  The reviews were cancelled or deferred to 
2020/21 as there was insufficient resourcing available with the 
proposed audit resource redeployed to develop the Covid19 PPE Hub.  

 Procurement, Contracts and Commissioning:  Contract Management in 
Adult Residential Services.  Deferred audit based on resources being 
diverted to other work and the need to clarify the scope of work. 

 Manchester Support for Independent Living audit activity was delayed 
with emerging findings now provided to the Head of Service for 
discussion with the MSIL board as part of the service improvement 
review.  This will be finalised as a report in August 2020.    

3.6      Due to the combined effect of the impacts above, 106 reports were issued in 
2019/20 as follows:    

Audit Status Audit Plan 
Outputs 

Additional /  
Contingency 

Items 

Completion 
from 

2018/19 

Final Report Issued 75 7 25 

Draft Report Issued 3   

Fieldwork Completed 0   

Fieldwork Started 0   

Planned  0   

Total 78 7 25 

Cancelled / Deferred /Rescoped 40   

3.7    Three draft reports are still awaiting management responses before they can be 
issued as final. Some delay had already been experienced in finalising work 
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and this was compounded further by the Covid-19 pandemic; as priorities were 
re-assessed and clients and members of the audit team were required to 
respond to business critical issues.       

3.8    The sections below describe key assurances and issues arising from the  
annual audit plan for 2019/20.  Details have been included in reports to Audit 
Committee in year and the status of all audit work is shown at Appendix One for 
completeness. 

 
4 Children’s Services 

 
4.1    Children’s Services continued to embed significant service changes as 

designed in year to strengthen service provision.  Audit work confirmed that 
some key service areas including adoptions and planning for permanence were 
operating as intended.  However there were some areas of concern generated 
by the introduction of new systems LiquidLogic and ContrOCC, for social care 
management and financial payments.    

4.2 The implementation of new systems was a key focus for Children’s, as well as 
Adults and Finance, impacting how social care services are managed and 
recorded as well as how payments are made.  This was a significant change in 
technology but critically it also involved substantial change in business 
processes and new ways of working.  Although the system went live in July 
2019, the new systems remained in transition, with aspects of business 
readiness and other changes to be finalised.  There have been significant 
efforts made to implement and embed processes including system access and 
privileges, data transfer and training for officers.   However there have been 
major challenges in effective implementation which has had a significant impact 
on arrangements for supplier payments and a need for substantial workarounds 
to be implemented and changes developed to address the root cause of issues.  
There are current programmes of work in Childrens and  Adults Services aimed 
at resolving these matters to ensure effective processes for recording 
placements and packages of care and enable payments to be made on all 
outstanding invoices and in clarifying the process flows and defined roles.  This 
is likely to remain an area of focus for at least three months.  

4.3    A lessons learned review was completed following the decommissioning of the 
Leaving Care contract and development of in-house service provision.  This 
work was completed to inform an assessment of the approach to 
decommissioning and to assess whether processes and procedures were 
sufficient to support the required actions when contracts are exited.  It 
acknowledged that substantial work was undertaken to deliver the project in 
short timescales and did not identify any significant concerns. Suggestions to 
further develop organisational guidance and clarify roles and responsibilities 
are being taken forward by the Integrated Commissioning and Children’s 
Services Commissioning teams who recognise the value of strengthening the 
Council’s overarching approach to decommissioning. 

4.4    Reasonable assurance was provided over the implementation of the system for 
Planning for Permanence for looked after children in line with legislation and 
policy.  The revised policy was clear and articulated the steps required to 
ensure appropriate permanence planning. It had been cascaded to localities 
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and there was evidence that the policy and the expectations of staff were 
understood. There was more work to do however as elements of the policy, in 
particular the Permanence Planning Meetings, were not all being undertaken in 
line with requirements and there was limited evidence recorded of these 
meetings taking place. 

Education 

4.5    Internal Audit carried out a range of financial health checks in 14 schools and 
some fee-paying audits, which were requested by schools seeking independent 
assurance.   

4.6 The audits provided a range of opinions from limited to substantial depending 
on specific issues arising and were reported to Governors and Head Teachers 
to consider actions.  The impact of the small number of limited opinions on the 
overall Council assurance opinion is low. However there is concern that while 
some schools remain exemplars of best practice there are a number who have 
control and governance weaknesses, that often mirror issues reported from 
previous years in other schools despite clear guidance and advice available.  
Key actions recommended included the need for improved controls around 
expenditure and income, particularly control of cash and compliance with 
procurement rules described in Financial Regulations and the Scheme of 
Financial Delegation. Key themes arising from the audits and lessons learned 
are summarised in a report for the Director of Education and learning outcomes 
will be shared with all schools and their governors for information.   

4.7    Advice and guidance was provided to the Director of Education in relation to the 
Home to School Transport Appeals policy following a recommendation from the 
Local Government Ombudsman (LGO) for an independent review to confirm 
that Council procedures were fully aligned to statutory guidance.  We 
concluded that while there were no significant gaps in the Council’s procedures 
there was a need to refresh guidance in line with statutory guidance. 

4.8    Assurance and support was provided on the route allocation process used for 
social transport that confirmed the current process was accurate but there was 
significant scope for improved efficiency and automation.  This was informed by 
the designed an excel workbook by Internal Audit which will  reduce staff time 
in completing large route allocation exercises and provide a robust audit trail of 
the decision making involved. 

5 Adults Services 

5.1 Adult Services continued to face the challenge of effective and large scale 
integration of services across health and social care working closely with 
partners to establish new structures, roles and decision making / accountability 
frameworks.   This remains work in progress with strategic leadership for the 
Council being provided by the Executive Member and the Executive Director of 
Adult Social Services.    

5.2 Concerns arising from the Directorate self-assessment of strengths and 
weaknesses and limited audit opinions in the last few years are captured within 
the Adults Service Improvement Plan. Progress on the key actions continued to 
be appropriately monitored by the Directorate Leadership Team, SMT, 
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Partnership Boards, Executive and Scrutiny and Audit Committees and as such 
there is clear evidence of oversight.  Delivery continued in year with a series of 
projects focused on key areas of business risk and these are at varying stages 
of completion. There remain a number of recognised challenges in delivering 
change and senior leadership capacity has been strengthened to support this.  
A reasonable assurance was provided that the governance framework, 
including the Improvement Board, work streams, monitoring and challenge 
arrangements, should effectively support delivery while recognising that there is 
a significant amount of work still to do. Three significant recommendations were 
made, seeking to strengthen and ensure consistency of approach and 
management recognise the need to maintain momentum in critical areas.    

5.3 Following the Executive Director’s progress report to Audit Committee it was 
agreed to more clearly link changes planned through the Service Improvement 
Plan to outstanding audit recommendations to provide assurance that key risks 
were being addressed. This and the mapping of assurance over functions 
delivered through the Manchester Health Care Commissioning (MHCC) and 
Manchester Local Care Organisation (MLCO) partnerships remains a core 
focus for audit in 2020/21. The impact of Covid19 subsequently led to a pause 
in most aspects of the formal governance arrangements and delivery of the 
Adults Improvement Plan and it is expected that this will be reassessed and 
reframed as part the Council’s recovery plans.   

5.4 Substantial assurance over the MHCC Financial Framework Compliance 
demonstrated progress made. There was only one recommendation regarding 
the content of the financial reports which go to the MHCC Finance Committee 
and Board to ensure that they include all of the information which the 
Framework defined as ‘integral’ to reporting requirements. 

5.5 There was limited assurance that the governance arrangements between the 
Council and the MLCO partnership were operating effectively in line with the 
partnering agreement and supporting delivery of key objectives.  This was due 
to the need to simplify governance and accountability arrangements, improve 
clarity and efficiency of reporting lines and define clear roles and 
responsibilities for the discharge of key functions and accountabilities. These 
issues are recognised within the Council and by partners.  The audit provided a 
basis and framework for focused engagement and discussion. The Director of 
Policy, Performance and Reform has since led a number of workshops with 
partnership colleagues to explore how the governance could be streamlined 
and developed to be more effective in future and this work is ongoing. Other 
work is already under way to address some of the issues raised such as 
revising committee terms of reference and membership, updating the 
agreements and simplifying performance metrics.  

5.6 The need to reflect on lessons learned as a result of Covid19 and how 
partnership arrangements responded and could be developed across the 
health and social care system is the subject of a system wide review, the 
outcomes of which will be shared with Internal Audit to inform planning 
requirements in this area for 2020/21.   

5.7 An audit of Deprivation of Liberty Safeguards (DoLS) resulted in limited 
assurance that the Council was appropriately discharging its responsibilities for 
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DoLS Urgent and Standard Authorisations. Assessments were often completed 
significantly outside the timescales required by statute and although referrals 
were screened and prioritized for allocation there were significant delays in 
assessments for low priority cases and an absence of DoLS reviews being 
undertaken in some areas to ensure that decisions taken remained valid and 
appropriate.  A follow up review concluded that there had been significant 
progress made to address the risks however the system of control will be 
impacted on by a change in legislation in the coming year with a new system 
put in place and challenges remain in ensuring that requirements can be met.  

5.8 Support to Homeless Citizens in Temporary (Dispersed) Accommodation, 
known as Floating Support, received limited assurance because of lack of 
shared and consistent processes and inconsistency in the understanding and 
discharge of roles and responsibilities. Practices adopted across the floating 
support teams were varied leading to differences in the support provided to 
citizens. These findings were consistent with a service that had grown and 
evolved rapidly to respond to increasing demand.  Management accepted the 
recommendations and are implementing actions to improve arrangements.  

5.9 A follow up audit on the limited assurance opinion in Disability Supported 
Accommodation Services (DSAS) Quality Assurance Framework concluded 
that actions taken to date had not addressed risk. Specifically work was still 
required to develop an approach to the effective audit of DSAS properties and 
to ensure a consistent, standardised assurance programme based on risk 
which could be integrated with the Adults Quality Assurance programme.  In 
addition, at management request, a review was carried out to provide insight 
into the significant budget pressures in the in-house DSAS.  There was limited 
assurance obtained over procedures and the authorisation of decisions to 
provide additional hours to meet citizen needs.  While services were provided 
and citizens were not at risk there were limited records to demonstrate control 
over provision.  As the budget had remained static for a number of years and 
there was a heavy reliance on agency workers for the additional care it was 
inevitable that there was a gap between budget and spend.   Audit also noted 
there were risks of error and omission in budgets and we support the ongoing 
work to review and validate each care package and the costs involved.   
Further work by management is expected on this area and we are working with 
them on an agreed action plan.  

5.10 Follow up of the limited assurance in Mental Health Casework Compliance  
confirmed that actions had been delivered on transparency of the system; 
annual review of care packages; control over protection plan reviews; and had 
partially addressed issues around timeliness of manager approvals and 
conclusion of safeguarding referrals.  However there was still action 
outstanding to ensure that timescales were met in line with policy to ensure 
effective delivery of the delegated statutory social care functions by the Greater 
Manchester Mental Health Trust. There were a range of actions underway 
within the Trust to address issues prior to the audit and it is expected that 
following these changes having been made, the position in 2020/21 will be 
much improved. 

5.11 A safeguarding audit, which is still at draft stage, confirmed that while there was 
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no evidence that any citizen’s safety had been compromised there was limited 
assurance over consistent evidencing of management and control over actions 
taken for safeguarding referrals.  The audit highlighted actions required to 
improve recording of the initial screening of reported incidents and ensure that 
records show a consistent, contemporaneous record of action, timeliness of 
actions taken and closure of cases.   

6 Corporate Core  

 Information and ICT  

 

6.1 The IT Strategy 2020-2025 sets the context and strategic direction for Council 
ICT and digital development with a range of key infrastructure and enterprise 
wide projects in progress.  These include data centre, network, telephony, 
intranet and internet development.  These projects are being delivered 
alongside programmes and projects to support business change including the 
Liquid Logic/ Controcc systems and a new complaints and information 
compliance system, which went live in April 2020.  This work has been 
delivered alongside business as usual demands and the substantial ICT impact 
of mass working from home / site resulting from Covid19.` 

6.2 Work is ongoing to improve systems and processes and align to cyber security 
best practices that are developed by the National Cyber Security Centre and 
Local Government Association. Initiatives to improve cyber security are 
supported by senior management, including funding and a clear reporting 
structure for cyber security across the Council. However, there is a constant 
need for organisations to develop their cyber security and resilience framework 
in response to a growing volume and sophistication of cyber-attacks. 
Investment in Intrusion Prevention Systems (IPS) alerts and a Security 
Information Event Management (SIEM) solution, to detect unauthorised access 
attempts and to correlate information from different systems on the network is 
proposed further to increase resilience. 

6.3 Preparations are being made to implement Office365 to enable better 
collaboration and alignment with partners.  Work is underway to progress better 
information governance arrangements including data ownership, data sharing, 
retention and deletion policies and a sub group of the OurTransformation 
programme and Office365 Programme Board is progressing work in this area.  
Effective information management as well as information security will remain an 
area of audit focus in 2020/21.   

6.4 The Core Infrastructure Refresh Project has continued to focus on resilience of 
IT systems by replacing and upgrading the network and migrating to twin data 
centres. This project was initially due to complete in September 2019 but has 
been delayed by a range of factors including Covid19 with a revised, planned 
completion by September 2020. Significant change activity has already been 
completed with server and storage infrastructure and reliability improved and is 
being monitored to maintain stability and performance. However the need to 
complete this project in the coming months is a key priority for ICT. 
 

6.5 The follow up a limited assurance audit of Software Licensing confirmed that 
three recommendations remain partially implemented and overdue. These were 
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highlighted to Audit Committee in February 2020. The commissioning of a 
bespoke Software Asset Management tool was being considered to improve 
management oversight. New policies and processes are being designed to 
clarify roles and responsibilities, and differentiate between software managed 
centrally and licences managed by non-ICT services. An ICT Business Concept 
Document has been completed, outlining the requirements in this area and the 
potential solutions identified, but a business case and decision to proceed, to 
support software asset management, has yet to be approved and will be 
assessed alongside other priorities in the budget refresh 2020/21. 

6.6 Reasonable assurance over the effectiveness of controls supporting the 
confidentiality, integrity and availability of the G Suite Application confirmed no 
significant concerns about the design and operation of key controls. 
Improvements were recommended to manage privileged access control and 
reviewing / deleting suspended accounts.  We propose that actions are now 
focused, not on Google, but on ensuring these rules are clearly set in the 
design of the new Office365 environment.  This work is included within the 
scope of the Governance and Compliance worksteam of the programme 
overseen by the Office365 Board, chaired by the Director of ICT and including 
the City Solicitor, Head of Audit and Risk Management and Head of Reform 
and Innovation. 

6.7 The process for producing GDPR Data Protection Impact Assessments (DPIAs) 
received limited assurance.  The audit concluded sufficient guidance was 
available to support completion of DPIAs, but as wider awareness of the 
requirements in this area was low and arrangements to monitor compliance 
were informal, the level of actual compliance and quality of assessments was 
inconsistent across services.  To support strengthening of the approach the 
audit recommended improvements in general awareness and the assessment 
of potential privacy risks, which can be driven through the Council’s network of 
Senior Information Risk Officers within directorates and overseen by the 
Corporate Information Assurance and Risk Group chaired by the City Solicitor. 

Financial Systems 
 

6.8 The Annual Governance Statement (AGS) process remained fit for purpose 
and resulted in timely production of the AGS and Register of Significant 
Partnerships. These arrangements provide a sound basis for assurance 
however there are some risks as management engagement and quality of 
evidence to support assertions in annual returns is variable.  Some questions 
have been raised about the static assessment of risk for some partnerships 
which remain either high or medium year on year and do not appear to 
demonstrate improvement or change.  Audit Committee sought further 
clarification on how the process operates and the approach is being reviewed 
and further developed for 2020/21.   

6.9 Core financial systems audited were found to be generally operating as 
intended and no significant issues were noted arising from this work.  The 
regular payroll continuous auditing work confirmed that although there were a 
small number of errors in processing these were minor and rectified by payroll 
officers and there were no significant issues arising.   A key priority for late 
2020/21 is to complete assurance mapping of financial systems that was 
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delayed, as members of the audit team have been fully deployed to support 
ongoing work on business rates relief and business grant payments. 
 

6.10 Profit recovery work carried out by a specialist firm continued in year and 
provided details of duplicate payments and potentially unclaimed VAT over a 
six year period.   To date this project has resulted in a cumulative total of £465k 
of funds returned to the Council primarily arising from success in the supplier 
statement review work.   There were no systematic weaknesses in internal 
control highlighted in the work and therefore no direct impact on the assurance 
over financial controls or in relation to the audit assurance opinion. Due to the 
success of this work an additional review focused on telecommunications 
payments has now been commissioned.  

 
6.11 As in previous years a number of mandatory grants for European and Central 

Government were completed which included Urbact C-Change; Interreg 
AbCities; Factory project; Local Growth Fund; and Disabled Facilities Grants.  
Audit work confirmed that there was compliance with grant conditions and 
relevant grant certifications were provided to the relevant funding bodies.  No 
significant concerns were found and the internal control environment remained 
generally sound.  

Other Core 

6.12    The Council took proactive steps in relation to Climate Change and following 
the announcement of the Climate Emergency in July 2019 implemented a 
programme of development for officers and Members to seek to embed 
understanding and to provide a forum for developing service action plans 
around the zero carbon agenda.   This provides a basis for strategic and 
operation planning around options for seeking zero carbon services and 
products where possible and is to be added to the arrangements for contracts 
to ensure that the supply chain works to similar key performance measures.  
This is a work in progress with strategic management support and there will 
more significant activity in the year ahead.  

6.13    The core process for Council recruitment and selection activities was operating 
generally as expected with a reasonable assurance opinion and no significant 
recommendations for improvement identified. We were satisfied that the 
recruitment exercises reviewed were carried out in line with expectations and 
our recommendations were primarily centred on the effectiveness of retention 
of associated documentation to ensure transparency of evidence to 
demonstrate decision making which management recognised could be 
improved 

6.14    The Our Town Hall project continued as planned in year with substantial 
assurance provided over the selection of contractors for the first significant 
work packages.  Internal Audit provided support over the assurance of cost 
surety within the project, confirming that there had been a transparent and 
robust process applied to the completion of RIBA stage 4 including completion 
of designs, letting of work packages, and development of the project cost plan.  
Advice was provided in advance of the Notice to Proceed being issued in 
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March 2020 to ensure that outstanding items were addressed and a full 
reconciliation of the Project Cost plan was completed.  

7 Growth and Neighbourhoods, Strategic Development and Highways 

7.1    The Highways Service was reviewed following a number of issues raised (from 
anonymous sources) about governance and the effectiveness of operational 
controls.  The Service has experienced significant service efficiency and 
effectiveness challenges over a number of years and these are well 
documented.  As part of improvement plans, a full service restructure was 
completed and work is ongoing to embed change, including appointment to 
vacant posts and embedding new ways of working.  The outcome of the audit 
review confirmed that there was no evidence of mismanagement in the service 
redesign and no evidence of fraud or irregularity in the actions taken to manage 
projects and control the use of consultants.  There was confirmation that there 
was proactive work underway to implement the service redesign as planned 
and progress was being made in line with expectations. 

7.2    Following issues in March 2019 when the principal contractor for the 
Manchester and Salford Inner Relief Road (MSIRR - Regent Road) went into 
liquidation, Internal Audit delivered a series of detailed, supporting audits to 
assure contractor payments.    Payment requests were examined to confirm 
completeness, accuracy and validity and this highlighted that controls over 
monitoring of site attendance and subsequent claims for payment were poor. 
The reviews identified numerous errors and made a number of 
recommendations to ensure greater clarity over allowable contract costs and 
the evidence required to support claims. We supported the introduction of a 
biometric system to improve control around attendance and hours worked and 
continued to work with the project team to support governance and control. We 
have agreed to support the Quantity Surveyor when the final account is 
submitted (which may be as late as October 2020). 

7.3    Section 106 (Planning Obligations) processes had been subject to 
improvement action during the year and whilst development actions were not 
fully implemented, the evident service improvements noted during the audit 
enabled a reasonable assurance opinion to be given on the overall systems of 
governance and control. Further improvement action planned should 
significantly enhance the arrangements in place to monitor and deliver future 
s106 agreements.     

7.4    Substantial assurance was provided over the system for determining planning 
applications in line with legislation. Officers demonstrated a clear understanding 
of the processes and timelines required and the system had been mapped to 
ensure that key actions and controls were understood. There had been no 
operational issues with the Uniform system, which provided sufficient case 
management functionality.    

7.5 Trading Standards was also given substantial assurance over arrangements in 
place to reduce the supply of unsafe products and services through advice and 
enforcement action.  The system design and team structure was appropriate to 
respond to risks and roles and responsibilities were clearly defined. Although 
formalised written procedures were not available for all aspects of Trading 
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Standards, procedures for unsafe products/services had been developed and 
there were established processes to progress complaints and enquiries. 

7.6    The Neighbourhood Investment Fund (NIF) provides £20k of annual funding for 
each the 32 wards and an audit provided reasonable assurance over the 
assessment of applications and processes for awarding grants. There was a 
well-defined approach; applications examined were largely processes in line 
with the guidance; and approval / rejection had been sought from Members. 
There were some areas where governance and control could be strengthened, 
in particular the retention of evidence supporting the decision to award grants 

7.7    There was reasonable assurance over arrangements for operating the Greater 
Manchester Road Activity Permit Scheme (GMRAPS). There was a robust 
process in place to identify any breach of permit conditions and clear guidance 
for the issue of fines including values and timescales. We noted some areas for 
administrative improvement around collection of fines and debt recovery 
procedures to ensure that all fines are collected but no significant matters 
arising which would present concern.  
 

8 Procurement, Contracts and Commissioning 

8.1    Overall progress in embedding good commissioning and contracting practice 
continued in line with plans to develop and share toolkits and best practice in 
the Directorate teams.  The audits carried out in year sought to test and 
evaluate the effectiveness of governance, control and compliance  

8.2 The approach to combat risks of modern slavery within contracts was reviewed.  
This included assessment of the Council’s response and approach based on 
key documents and information from contract managers on their awareness 
and activity taken to prevent modern slavery.  Good progress had been made 
in developing the overarching framework and principles to address this risk and 
to ensure that safeguards are sufficiently robust.  Other initiatives include 
increased prominence at a corporate leadership level; improved access to 
strategy and policy; enhanced guidance for supplier checks; and sharing of 
initiatives and best practice.  As modern slavery risks are not limited solely to 
activity covered by contracts and supply chains Internal Audit intend to assess 
areas for future assurance work in this area.   

8.3    There were sufficient arrangements in place in relation to the setting and 
monitoring of key performance measures within Council contracts. This view 
was informed by assurance coming from the high level of awareness of 
contract managers and the effective guidance available to promote good 
contract performance management.  However there was more work to be done 
particularly for those contracts which did not have clearly defined key 
performance indicators (KPIs) and for contracts where KPIs were being not 
reviewed as a matter of routine which limits the opportunity for effective 
monitoring and challenge.  

8.4    Reasonable assurance over the controls in place over contract related spend 
confirmed that the Council had designed an appropriate governance 
framework.  We took assurance from the results of a questionnaire issued to 
contract managers which demonstrated that monitoring checks were taking 
place at individual contract level, but there was less assurance over 
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arrangements to review performance across corporate contracts.   There was 
positive direction of travel in the quality of contract registers since our review 
two years ago and evidence indicated that there was a greater alignment 
between forecasts and actual spend.  This suggests that the increase in 
available data and information is having a positive impact however there is 
further scope to develop this; the management of strategic suppliers; and the 
accuracy and completeness of data within directorate contract registers.  

8.5 The Factory project is at construction stage with Notice to Proceed issued in 
December 2018.  Governance and reporting arrangements supporting delivery 
and decision making been developed in the year to reflect a project of this scale 
with a clear focus on the critical issues around project complexity, funding and 
more recently the implications of Covid19.  The client side team had also been 
strengthened to provide additional capacity and skills to support the SRO, 
Strategic Board and officers leading the project.   An audit earlier in the year 
highlighted reporting and recording of actions as an area for development but 
the actions taken during the year appear to have addressed these and from 
review of recent reports it is evident that key risks and planned mitigating 
actions are being highlighted to the Board and also to senior officers and 
Executive.   These include the financial pressures on the project and a full cost 
and programme review is next scheduled to complete by the end of July. 

 

9 Counter-Fraud and Investigations  
 

9.1    Detailed information in relation to anti-fraud and investigations for 2019/20 and 
an analysis of the effectiveness of the activity will be provided in the Annual 
Fraud Report to be presented to Audit Committee in September 2020.  The 
impact and outcomes of counter fraud activity is considered in the Head of 
Audit and Risk Management Annual opinion to assess any impacts which may 
indicate issues in the effectiveness of the control environment and there are no 
such matters of concern that impact the opinion for 2019/20. 

Proactive Work 

9.2    The National Fraud Initiative continued with Internal Audit supporting progress 
on investigation of data matches with colleagues in various business areas 
across the Council.  While data matches do not always indicate fraud or error 
this work enables an assessment of risk and improved data quality where 
appropriate and there is continued value in the national exercise being under 
taken and work will be carried out on new data matches in 2020/21.    The 
findings of the work did not highlight any systemic issues within the control 
environment but did enable individual cases of error and omission to be 
investigated.  

9.3    Training and awareness activity included the development and launch of on line 
training to encourage broader awareness of counter fraud risks and issues. The 
planned fraud awareness workshops for DMTs to refresh understanding were 
delayed and it is proposed to carry these out in quarter two of 2020/21.    

Reactive Corporate Cases 

9.4    The Council’s approach to management of counter fraud risk continued to be 
actively promoted and reporting concerns is encouraged.  The ability for 
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officers, partners and citizens to speak up using a variety of mechanisms was 
actively used with Internal Audit receiving 65 referrals of potential fraud, theft or 
other irregularity in the year April 2019 to March 2020.    

9.5 Allegations were assessed and prioritised in line with policy. Where appropriate 
the risk assessment process enabled some work to be directed to other Council 
services to investigate and or respond to matters arising leading to referrals to  
Council managers; HROD; school governors; and Boards of third party 
organisations,  following completion of privacy impact assessments where 
appropriate.    

9.6    Allegations investigated followed a similar pattern in as previous years and  
included staff conduct; contractor conduct and contract compliance; ethics and 
behaviours; employee compliance with procedures; and thefts from schools.  
Where appropriate and supported by evidence this has led to suspension of 
staff and disciplinary action; custodial sentence; recovery of assets or money; 
and in some cases confirmation that there was no case to pursue.    There 
were no cases investigated where the outcome raised concerns that there were 
systemic issues within the control environment.  

 
Council Tax Reduction Scheme, Housing Tenancy and Right to Buy  

9.7    Referrals of fraud and irregularity in relation to Council Tax Support, Council 
Tax Discount, Housing Tenancy Fraud and Right to Buy application fraud were 
received throughout the year, totalling 186 referrals to March 2020.   The 
service took steps to recover £33k of Council Tax Reduction overpayments and 
£2k in penalties; and £249k of fraud has been prevented or detected where 
benefits accrue to the wider public sector, such as the Department for Work 
and Pensions or housing providers.   

9.8   Outcomes reported in the period include: 

       A right to buy application (for a discount of £37,500) was successfully 
prosecuted at Magistrates Court in October 2019.  This fraud by 
misrepresentation led to a sentence of 16 weeks custody suspended for 
12 months, 150 hours unpaid work and costs awarded of £1k.    

       An investigation into allegations of social housing tenancy fraud involving 
subletting and a fraudulent housing application led to a guilty verdict at 
Magistrates Court in January 2020 and a sentence of 80 hours community 
punishment order and costs of £3k. 

       Retrospective changes to NNDR liability with £142k being recovered and 
an increase in ongoing liability of £75k, with one case being progressed 
as a joint prosecution with another GM Authority. 

10 Recommendation Implementation           

10.1 The total number of critical, major or significant priority recommendations fully 
implemented across the Council as at February 2020 was 68% which was 
slightly below the target of 70% however there were a further 15% partially 
implemented as shown below.   
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10.2 Outcomes from follow up audits on all limited or no assurance opinions ensures 
that Internal Audit can assess and report to management and Audit Committee 
on the level of assurance over actions being taken to address high risk. In our 
opinion, managers continue to place emphasis on the implementation of critical 
recommendations to address exposure to risk and seek pragmatic and practical 
solutions where possible.  Active reviews and regular updates continue to have 
a positive impact on action to implementation and in exploring reasons for any 
delays.     

10.3 Outstanding recommendations fell from 32% to 17% during the year which is 
positive affirmation of improved risk mitigation in some areas. However, some 
recommendations are over 12 months past the due dates and need to be 
escalated to consider next steps.  In accordance with agreed protocols, these 
were highlighted to Audit Committee and Directors are invited to attend and 
offer an explanation as to the delay. A separate report quarterly Internal Audit 
report is provided on all outstanding critical, major and significant 
recommendations and the next update will be provided in September 2020.    

 

Critical, Major or Significant Priority Recommendations by Directorate 

Directorate Number 
Due 

Implemented Partially 
Implemented 

Referred 
Back 

Outstanding 

Corporate Core 18 13 3 0 2 

Children’s Services 16 12 1 0 3 

Adult Services 25 11 6 0 8 

Growth & Dvt and  
Neighbourhoods 

16 15 1 0 0 

Total 75 51 11 0 13 

  68% 15% 0 17% 

 

11 Recommendation 

11.1 The Audit Committee is requested to consider and comment on the Head of 
Audit and Risk Management Annual Assurance Opinion and Report.   
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Appendix One:  Audit Status, Opinions and Business Impact   
 

Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

Children’s and Education Services 2018/19 Brought Forward Work 

Assessed and Supported Year in 
Employment  (AYSE) 21.05.19 

Delivered 
Moderate 

 
Not Set – 
2018/19 
audits 

 
 
 
 
 
 
 
 
 
 
 
 
 

Schools Procurement (Thematic)  
12.07.19 

Delivered 
Moderate 

 
Children’s Services – Management 
Oversight and Supervisions  09.05.19 

Delivered 
Moderate 

 
St Matthew’s RC High School    
03.05.19 

Delivered 
Limited 

 
Off Rolling of Pupils  
06.06.19 

Delivered 
Moderate 

 
Manley Park Primary School 
09.05.19 

Delivered 
Moderate 

 
Ofsted Improvement Plan 
17.10.19 

Delivered 
Moderate 

 

Planning for Permanence 20.12.19 Delivered 
Reasonable 

 

Children’s and Education Services 2019/20 
 

St Peter’s Catholic Primary School, 
Financial Health Check  05.09.19 

Delivered 
Substantial 

 
Low 

St Luke’s C of E Primary School, 
Financial Health Check    11.10.19 

Delivered 
Substantial 

 
Low 

Ringway Primary School 18.11.19 Delivered 
Reasonable 

 
Low 

St Margaret’s Primary School 20.12.19 Delivered 
Limited 

 
Low 

  The Barlow RC High School  11.3.20 
Delivered 

Reasonable 

 
Low 

  Benchill Primary School  04.02.20 
Delivered 

Limited 

 
Low 

  Crosslee Community Primary School 
  01.06.20 Delivered 

Reasonable 

 
Low 

  Heald Place Primary School  25.03.20 
Delivered 

Substantial 

 
Low 

  Lily Lane Primary School 02.07.20 
Delivered 

Limited 

 
Low 
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Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

Moston Fields Primary School  
05.02.20 Delivered 

Reasonable 

 
Low 

Peel Hall Primary School 30.04.20 
Delivered 

Reasonable 

 
Low 

Ravensbury Community School 
05.03.20 Delivered 

Substantial 

 
Low 

Free Early Education Entitlement 
(FEEE)  20.7.20 

Delivered 
Reasonable 

 
High 

 Sacred Heart RC Primary School 
(Gorton)     27.03.20 Delivered 

Reasonable 

 
Low 

The Birches Specialist Support Primary   
School   02.07.20 Delivered 

Reasonable 

 
Low 

Early Help Delivery: 02.07.20 Delivered 
Reasonable 

 
High 

Adoptions Policy and Procedure  
06.07.20 

Delivered 
Substantial 

 
High 

Children’s Services: Quality Assurance 
Framework and Safeguarding and 
Improvement Unit 

Cancelled 
 

High 

Schools Assurance Framework  
(Assurance Mapping) 

Medium 

School Financial Value Standards 
(SFVS) 2019/20 

Mandatory 

Schools Quality Assurance Framework High 

Safer Recruitment Medium 

SATs Quality Assurance Framework Medium 

Special Educational Needs (SEND) 
Deferred to 2020/21 at management 

request  

Post Ofsted Plan Monitoring 
Re-scoped 

Included in recommendation monitoring Children’s Services – Supervisions and 
Management Oversight – Follow Up  

Adult Services, including MHCC and MLCO  2018/19 Brought Forward Work 

Floating Support - Support to Homeless 
Citizens in Temporary (Dispersed) 
Accommodation   29.05.19 

Delivered 
Limited 

 
Not Set – 
2018/19 
audits 

 
Adults Services – Management 
Oversight and Supervisions  05.04.19 

Delivered 
Limited 
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Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

Mental Health Casework Compliance   
05.04.19 

Delivered 
Limited 

 

Manchester Local Care Organisation – 
Governance 11.09.19 

Delivered 
Limited 

 
 

Manchester Heath Care Commissioning 
– Financial Framework Compliance  
17.10.19 

Delivered 
Substantial 

 
 

 Adult Services, including MHCC and MLCO  2019/20 

Adults Improvement Plan Governance 
09.01.20 

Delivered 
Reasonable 

 
High 

Mental Health Casework Compliance – 
Follow Up   28.01.20 

Delivered 

Partial 
Implemented 

 

High 

Safeguarding Casework Management 
28.05.20 

Delivered 
Limited 

 
High  

MHCC – Financial Sustainability Plan 
26.05.20 

Delivered 
Reasonable 

 
High 

Deprivation of Liberties – Follow Up 
28.05.20 

Delivered 
Implemented 

 
High 

Disability Supported Accommodation 
Services:  Quality Assurance Framework 
Follow up   11.9.19 

Delivered 
Outstanding 

 
High 

New: Disability Supported 
Accommodation Services: High Needs 
Decision Making   14.02.20 

Draft Limited 

 High 

MHCC Governance Follow Up Draft  

 

High 

Manchester Services for Independent 
Living (MSIL) * 

Draft 
High 

Strength Based Approach * 
(Adults Improvement Plan block) 

Deferred to 2020/21 

Mental Health Panels Deferred to 2020/21 

Health and Social Care Assurance 
Framework 

Deferred to 2020/21 

MHCC Commissioning Decisions * 
Deferred to 2020/21 

 

Adults Services – Management 
Oversight and Supervisions – Follow Up  

Deferred to 2020/21 
 

Integrated Neighbourhood Teams  * Deferred to 2020/21 

Homelessness Cancelled 
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Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

Corporate Core Brought Forward Work  2018/19 

Core Systems: Payments (SAP)     
09.05.19 

Delivered 
Short Report Not set 

2018/19 
audits 

 
Core Systems: Revenue Budget 
Monitoring 14.05.19 Delivered 

Substantial 

 
Our Manchester VCS Grants – Outcome 
Monitoring 20.06.19 Delivered 

Moderate 

 

GDPR – Post Implementation Review 
20.06.19 Delivered 

Substantial 

 
Risk Governance Assurance 
24.05.19 Delivered 

Substantial 

 
Data Centre Replacement 
25.07.19 

Delivered 
Briefing note 

Our Manchester – Performance 
Management Framework 

Delivered 
Briefing note 

Corporate Core 2019/20 
 

Our Town Hall: Allocation of Work 
Packages 28.05.19 Delivered 

Substantial 

 
Assurance 

Review 

Core Systems: Payroll Continuous Audit 
(Q1) 12.07.19 

Delivered 
Not applicable – non opinion 

audit work 

Core Systems: Payroll Continuous Audit 
(Q2) 9.10.19 

Delivered 

Core Systems: Payroll Continuous Audit 
(Q3) 18.12.19 

Delivered 

Core Systems: Payroll Continuous Audit     
(Q4)  20.3.20 

Delivered 

Making Tax Digital 
5.12.19 

Delivered 
Advice and Guidance 

Grant Certification: Carbon Reduction 
Commitment 26.07.19 Delivered 

Unqualified 

 

Grant 
Certification 

Grant Certification: URBACT C-Change Delivered  Unqualified 

 

Grant 
Certification 

Grant Certification: Interreg ABCitiEs 
31.7.19 Delivered 

Unqualified 

 

Grant 
Certification 

Grant Certification: Interreg ABCitiEs 
Jan 2020 

Delivered Unqualified 

 

Grant 
Certification 

Grant Certification: Greater Manchester 
Pension Fund 03.05.19 Delivered 

Unqualified 

 

Grant 
Certification 

Core Systems: Treasury Management 
30.07.19 Delivered  

Substantial 

 
Medium 
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Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

GSuite: Application Audit 
10.09.19 Delivered  

Reasonable 

 
High 

Cyber Security 
18.10.19 

Delivered 
Sensitive - 

Not disclosed 
High 

Liquidlogic: Access Control  
30.07.19 

Delivered 
Advice and Guidance 

Software Licensing: Follow up 
11.10.19 Delivered 

Partial 
Implemented 

 

Medium 

Data Protection Impact Assessments 
1.11.19 

Delivered Limited 

 

Medium 

Recruitment and Selection 
10.1.20 

Delivered Reasonable 

 

Medium 

Annual Governance Statement Delivered  Advice and Guidance 

Corporate Core Transformation 
 

Delivered  Briefing Note 
 

Low 

Digital Experience Programme (Block) 
Civica Pay Implementation 

Delivered  Briefing note Medium 

Our Town Hall:  Cost Surety of Work 
Packages Construction Budget 

Delivered 
Briefing note Medium 

Core Systems: Income (SAP) Deferred to 2020/21 

Our Town Hall: Allocation of Work and 
Monitoring of Payments and Delivery 

Deferred to 2020/21 

User Experience Programme: Asset 
Management 

Cancelled 

Medium 

Officer Decision Making: Recording High 

Capital Project Management / 
Governance 

Medium 
 

Our Town Hall: Incentive Model    High 

Core Systems: Revenue Budget Setting  
* 

Medium 

Core Systems: Income (Other)   * Medium 

Core Systems: Council Tax    * High 

Workforce Development Planning  * Medium 

ICT, Procurement and Financial Systems 
Assurance Frameworks 

Delivered 
Draft frameworks developed and shared 

with management - further focus in 2020/21 

Growth & Development and Neighbourhoods Brought Forward Work  2018/19 
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Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

Highways Framework Contracts – 
Award, Payments and Performance   
25.04.2019 

Delivered 
Moderate 

 
Not set 
2018/19 
audits 

 
 

Northwards Capital Project Management  
25.06.2019   Delivered 

Substantial 

 
Governance of City Centre Delivery Delivered as 

Draft 

Moderate 

 
Growth & Development and Neighbourhoods 2019/20 

Neighbourhood Investment Fund 
02.09.19 Delivered 

Reasonable 

 

Low 

New: MSIRR (Regent Road) 1st 
Payment Review   15.05.19 Delivered 

Briefing Note High 

New: MSIRR (Regent Road) 2nd 
Payment Review 14.06.19 Delivered 

Briefing Note High 

New: MSIRR (Regent Road) 3rd 
Payment Review 26.07.19 Delivered 

Briefing Note High 

New: MSIRR (Regent Road) 4th 
Payment Review 08.08.19 Delivered 

Briefing Note High 

GM Road Activities Permit Scheme 
(GMRAPS) 15.10.19 Delivered 

Reasonable 

 

Medium 

Section 106 (Planning Obligations) 
17.12.19 Delivered 

Reasonable 

 

Medium 

Disabled Facilities (Main) Grant 
Certification 08.10.19 Delivered 

Unqualified 

 

Grant 
Certification 

Disabled Facilities (Additional) Grant 
Certification 08.10.19 Delivered 

Unqualified 

 

Grant 
Certification 

Highways – Local Growth Fund Grant 
Certification Delivered 

Unqualified 

 

Grant 
Certification 

Trading Standards  19.03.20 
 Delivered 

Substantial 

 

Medium 

New: MSIRR Regent Road Payment 
Irregularities  22.05.20 

Delivered: Advice and 
Guidance 

High 

Highways Service: Programme and 
Project Management Assurance  
19.05.20 

Delivered  
Assurance 

Review  

High 

Leisure Contract – Performance 
Management Framework  29.04.20 Delivered 

Reasonable 

 

Medium 

Planning Applications  13.05.20 
 

Delivered Substantial 

 

Medium 

Page 271

Item 9



 
 

Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

NCP (Car Parking) Contract 
Replacement 

Briefing Note 
High 

Work and Skills  

Cancelled 
 

Medium 

Residential Growth Strategy and 
Affordable Housing 

High 

Approach to Neighbourhood Delivery:  
Integrated Neighbourhood Teams   * 

High 

Approach to Recycling 
 

High 

Highways Assurance Framework   * Re-scoped 
Replaced by Highways 
Programme and Project 

Management  

High 

Highways Investment Programme Plan   
* 

High 

Highways Service Redesign  * Medium 

Highways Contracts Financial Due 
Diligence   * 

Re-scoped - engagement in 
Task and Finish Working 
Group 

Medium 

Management of Major Housing 
Developments within the City 

Deferred to 2020/21 

Casework Management: Flare Upgrade 
/System replacement  * 

Deferred - Pending tender exercise for 
replacement in 2020/21 

Procurement, Commissioning and Contracts  2018/19 Brought Forward Work  

Prevention and Detection of 
Procurement Fraud – Use of System 
Data   06.06.19 

Delivered Moderate 

 

 Not set 
2018/19 audit  

Procurement, Commissioning and Contracts  2019/20 

PCC Assurance Framework 
09.10.19 

Delivered 
Briefing note N/A 

Public Contracts Regulations 
Compliance 
02.09.19 

Delivered 

Reasonable 

 

Medium 

Highways Framework 
Follow Up 17.06.19  Delivered 

Implemented 

 

Medium 

Insurance Arrangements in Contracts  
Follow Up 18.06.19 Delivered 

Implemented 

 

Medium 

Taxi Framework: Follow Up      
26.09.19 Delivered 

Implemented 

 

Medium 

Contractor Whistleblowing Arrangements 
Follow Up 18.07.19 Delivered 

Implemented 

 

Medium 

New: Social Transport Route Allocation 
Advice 18.09.19 Delivered 

Not set  
Briefing Note 

Medium 
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Audit Area Audit Status 
Assurance 

Opinion 
Business 

Impact 

Contract Spend Review 10.12.19 
Delivered 

Reasonable 

 

High 

Modern Slavery: Safeguarding in 
Contracts  
10.12.19 

Delivered  
Briefing Note High 

Contracts Performance Management 
Key Performance Indicators 10.12.19 Delivered 

Briefing Note High 

Contract Governance Framework 
Agreements – Follow Up 16.2.20 Delivered  

Implemented 

 

High 

Decommissioning Contracts: Leaving 
Care 
23/09/19 

Delivered 

Lessons 
Learned 
Review 

Medium 

Framework Agreements: Award and 
Selection 20/01/20 Delivered 

Reasonable 

 

High 

Factory Project:  Assurance Review   
09.03.20 

Draft  
Set at Final High 

Factory Project Grant Certification   
09.03.20 Delivered 

Unqualified 

 

Grant 
Certification 

Contract Management: Adults (Complex 
Needs) 

Deferred to 2020/21 

Contract Management: Children’s 
Placements    * 

Deferred to 2020/21 

Contract Management: Block    * Cancelled High 
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