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)\IGYXMZI�WYQQEV]

1EMR�SFNIGXMZIW�SJ�XLI�QMWWMSR

7KH�VHFRQG�-RLQW�'RQRU�5HYLHZ��-'5��PLVVLRQ����WR����)HEUXDU\�������ZDV�FDUULHG�RXW�RQ�EH�
KDOI�RI�ILYH�OLNH�PLQGHG�GRQRUV��'HQPDUN��1RUZD\��6ZHGHQ��6ZLW]HUODQG�DQG�WKH�8QLWHG�.LQJ�
GRP��,W�FRQFHQWUDWHV�RQ�D�UHYLHZ�RI�ZKDW��LQ�WKH�7HUPV�RI�5HIHUHQFHV��725��RI�WKH�-'5�WHDP�
ZDV�RULJLQDOO\�FDOOHG�´PDFUR�ILQDQFLDO�VXSSRUWµ�

'XULQJ�WKH�PLVVLRQ��WKH�WHDP�PHPEHUV�IHOW�WKDW�WKLV�WHUP�ZDV�QRW�ZHOO�FKRVHQ��´0DFUR�ILQDQFLDO
DVVLVWDQFHµ�ZDV�PRUH�VHHQ�DV�D�V\QRQ\P�IRU�JHQHUDO�EDODQFH�RI�SD\PHQWV�VXSSRUW�DQG�JHQHUDO
EXGJHW�VXSSRUW��7KH�SUHIL[�´0DFURµ�FHUWDLQO\�GRHV�QRW�IXOO\�UHIOHFW�WKDW�VXEVWDQWLDO�SDUWV�RI�WKH
ILQDQFLDO�DVVLVWDQFH�SURYLGHG�E\�WKH�ILYH�GRQRUV�FRPH�DV�VXSSRUW�WLHG�WR�VSHFLILF�LPSRUWV�DQG�RU
VSHFLILF�VHFWRUV��0RUHRYHU��SDUWV�RI�WKH�IXQGV�FDQ�EH��DQG�DFWXDOO\�DUH��XVHG�WR�ILQDQFH�WHFKQLFDO
DVVLVWDQFH��L�H��D�YHU\�VSHFLDO�VRUW�RI�LPSRUWV��7KHUHIRUH��WR�EHWWHU�FLUFXPVFULEH�WKH�YDULRXV�IRUPV
RI�ILQDQFLDO�DVVLVWDQFH�WKH�ILYH�GRQRUV�SURYLGH��WKH�WHUP�´SURJUDPPH�DVVLVWDQFHµ�KDV�EHHQ�FKR�
VHQ�IRU�WKH�ILQDO�YHUVLRQ�RI�WKH�PLVVLRQ�UHSRUW��7KLV�FKRLFH�IROORZV�WKH�WUDGLWLRQDO�GHILQLWLRQ�WKDW
SURJUDPPH�DVVLVWDQFH�PDNHV�DYDLODEOH�FHUWDLQ�DPRXQWV�RI�ILQDQFLDO�FDSLWDO�RU�FRPPRGLWLHV�
ZKLFK�DUH�XVXDOO\�WLHG�WR�QHJRWLDWHG�FRQGLWLRQV�RI�VHFWRUDO�DQG�RU�RYHUDOO�SURJUDPPHV�RI�SROLF\
DQG�LQVWLWXWLRQDO�UHIRUPV�

7KH�-'5�PLVVLRQ�LQ������LV�LQ�VRPH�VHQVH�D�IROORZ�XS�RI�D�ILUVW�PLVVLRQ�WKDW�WRRN�SODFH�LQ�0D\
������DW�WKDW�WLPH�ZLWKRXW�WKH�8.���7KH�DVSHFW�RI�D�IROORZ�XS�DOUHDG\�LQGLFDWHV�WKDW�WKH�ILYH
OLNH�PLQGHG�GRQRUV�VKDUH�D�FRPPRQ�REMHFWLYH��ZKLFK�WKH\�LQWHQG�WR�IROORZ�DQG�VWUHQJWKHQ�LQ
WKH�IXWXUH��,W�LV�WKH�REMHFWLYH�WR�PDNH�WKHLU�SURJUDPPH�DVVLVWDQFH�PRUH�HIIHFWLYH�DQG�HIILFLHQW
WKURXJK�D�EHWWHU�FR�RUGLQDWLRQ�RI�WKHLU�HIIRUWV��0HDVXUHV�PD\�LQFOXGH�WKH�SRROLQJ�RI�UHVRXUFHV
DQG�WKH�VLPSOLILFDWLRQ�DQG�XQLILFDWLRQ�RI�SURFHGXUHV�DQG�FRQGLWLRQV��,Q�DGGLWLRQ�LW�PD\�FRQFHQ�
WUDWH�RQ�EHWWHU�FR�RUGLQDWHG�VXSSRUW�IRU�LQVWLWXWLRQDO��RUJDQLVDWLRQDO�DQG�WHFKQLFDO�LPSURYH�
PHQWV�WR�LQFUHDVH�WKH�HIIHFWLYHQHVV��HIILFLHQF\��DFFRXQWDELOLW\�DQG�TXDOLW\�RI�SXEOLF�DFWLRQ�RI�WKH
*RYHUQPHQW�RI�0R]DPELTXH��*20���,Q�WKH�SHULRG�����²���WKH�WRWDO�RI�WKHVH�IXQGV�RI�WKH�ILYH
GRQRUV�DGGV�XS�WR�PRUH�WKDQ����0LOOLRQ�86�'ROODUV�SHU�\HDU��QRW�LQFOXGLQJ�SURMHFW�VXSSRUW��

7KH�PDLQ�REMHFWLYH�RI�WKH�UHYLHZ�ZDV�WR�FRQVLGHU�WKH�MXVWLILFDWLRQ�IRU�FRQWLQXLQJ�SURJUDPPH
VXSSRUW��7KH�MXVWLILFDWLRQ�KDV�IRXU�SDUWLFXODU�DVSHFWV�

�� :KHWKHU�WKH�*RYHUQPHQW�RI�0R]DPELTXH�VWLOO�QHHGV�FRQWLQXLQJ�SURJUDPPH�DVVLVWDQFH�
ERWK�WR�SURYLGH�IRUH[�IRU�HVVHQWLDO�LPSRUWV�DQG�WR�PDLQWDLQ�DQG�LPSURYH�HVVHQWLDO�SXEOLF
VHUYLFHV

�� :KHWKHU�WKH�*RYHUQPHQW�RI�0R]DPELTXH�GHVHUYHV�FRQWLQXLQJ�VXSSRUW�E\�SXUVXLQJ�HFR�
QRPLF�SROLFLHV�FRQVLVWHQW�ZLWK�REMHFWLYHV�DJUHHG�ZLWK�WKH�GRQRUV��QRWDEO\�SURPRWLQJ�SULYDWH
VHFWRU�GHYHORSPHQW�DQG�SRYHUW\�DOOHYLDWLRQ

�� :KHWKHU�H[LVWLQJ�PHFKDQLVPV�IRU�SURYLGLQJ�SURJUDPPH�DVVLVWDQFH�DUH�HIILFLHQW�LQ�WHUPV
RI�PHHWLQJ�DJUHHG�REMHFWLYHV��DQG�LI�QRW�WR�SURSRVH�LPSURYHPHQWV�DQG�RU�DOWHUQDWLYH�ZD\V
RI�SURFHGXUHV

�� :KHWKHU�WKH�*RYHUQPHQW�RI�0R]DPELTXH�LV�XVLQJ�DOO�WKH�UHVRXUFHV�DW�LWV�GLVSRVDO�LQ�DQ
HIILFLHQW��HIIHFWLYH�DQG�WUDQVSDUHQW�ZD\�
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7KH�PLVVLRQ�LQ������JDYH�WKH�KLJKHVW�SULRULW\�WR�WKH�IRXUWK�DVSHFW��L�H��LGHQWLI\LQJ�UHFRPPHQGD�
WLRQV�WKDW�PD\�KHOS�*20�WR�LPSURYH�WKH�WUDQVSDUHQF\��DFFRXQWDELOLW\�DQG�TXDOLW\�RI�ILQDQFLDO
PDQDJHPHQW�RI�DOO�SXEOLF�UHVRXUFHV��GRPHVWLF�UHYHQXHV�DV�ZHOO�DV�H[WHUQDO�IXQGV�

7KH�UHSRUW�LV�VWUXFWXUHG�DV�IROORZV��$IWHU�WKH�H[HFXWLYH�VXPPDU\��FKDSWHU���FRQWDLQV�D�EULHI
RYHUYLHZ�RI�HFRQRPLF�SHUIRUPDQFH�DQG�PDMRU�VWHSV�RI�SROLF\�UHIRUPV�LQ�������&KDSWHU���UH�
YLHZV�FXUUHQW�SUDFWLFHV�RI�IRUHLJQ�H[FKDQJH�DOORFDWLRQ��&KDSWHU���GLVFXVVHV�WKH�FXUUHQW�VWDWH�RI
WKH�ILQDQFLDO�PDQDJHPHQW�V\VWHP�LQ�WKH�SXEOLF�VHFWRU�DQG�RQJRLQJ�UHIRUPV��&KDSWHU���UHYLHZV
EULHIO\�WKH�SXEOLF�VHUYLFH�DQG�FLYLO�VHUYLFH�UHIRUP��&KDSWHU���DQDO\VHV�REMHFWLYHV�DQG�SUDFWLFHV�RI
YDULRXV�GRQRUV�LQ�SURYLGLQJ�SURJUDPPH�DVVLVWDQFH��DQG�WULHV�WR�VNHWFK�RSSRUWXQLWLHV�IRU�EHWWHU
FR�RUGLQDWLRQ��$SDUW�IURP�GLVFXVVLQJ�LPSRUWDQW�LVVXHV�LQ�WKH�UHVSHFWLYH�DUHDV��HDFK�FKDSWHU
FRQWDLQV�FRQFOXVLRQV�DQG�VSHFLDOO\�PDUNHG�DQG�HQXPHUDWHG�UHFRPPHQGDWLRQV�

)GSRSQMG�TIVJSVQERGI�ERH�TSPMG]�VIJSVQW

7KH�RYHUDOO�JRRG�HFRQRPLF�SHUIRUPDQFH�LQ������ZDV�VXSSRUWHG�E\�D�VDWLVI\LQJ�PDFUR�HFRQRPLF
PDQDJHPHQW��(FRQRPLF�JURZWK�ZDV�SUREDEO\�FORVH�WR�����S�D��7LJKW�FRQWURO�RI�SXEOLF�H[SHQ�
GLWXUH�ZDV�PDLQWDLQHG��7KH�H[FKDQJH�UDWH�SROLF\�ZDV�PDGH�PRUH�IOH[LEO\�WR�DOORZ�D�JHQWOH�GH�
YDOXDWLRQ�RI�WKH�0HWLFDO�DJDLQVW�WKH�86�'ROODU�WR�KHOS�WKH�FRPSHWLWLYH�SRVLWLRQ�RI�WKH�NH\�H[SRUW
VHFWRUV��,W�LV�YHU\�OLNHO\�WKDW�WKH�EHQFKPDUNV�DQG�SHUIRUPDQFH�FULWHULD�RI�WKH���������SROLF\
PDWUL[�LQ�WKH�FXUUHQW�(6$)�DUUDQJHPHQW�FDQ�EH�PHW��7KLV�LPSOLHV�WKDW�GRQRUV�VKRXOG�UHIOHFW
YHU\�SRVLWLYHO\�RQ�WKH�FRQWLQXDWLRQ�RI�SURJUDPPH�DVVLVWDQFH�OLQNHG�WR�JHQHUDO�SROLF\�FRQGLWLRQV
DQG�SHUIRUPDQFH�FULWHULD�LQ�WKH�3)3�

+RZHYHU��DV�WKH�FRXQWU\�DFWXDOO\�IDFHG�D�GHIODWLRQ�IURP�WKH�EHJLQQLQJ�WR�WKH�HQG�RI�WKH�\HDU��WKH
-'5�WHDP�UHFRPPHQGV�WKDW�YHU\�WKH�WLJKW�EDVH�PRQH\�FRQWURO�LQ������EH�UHYLHZHG��SDUWLFXODUO\
ZLWK�UHJDUG�WR�LWV�LPSDFW�RQ�FDVK�VXSSOLHV�WR�WKH�LQIRUPDO�VHFWRU�LQ�XUEDQ�DUHDV�DQG�WR�WKH�UXUDO
DUHDV�LQ�JHQHUDO��,I�SRVVLEOH�WKLV�DQDO\VLV�VKRXOG�LQFOXGH�D�FORVHU�ORRN�DW�WKH�IXQFWLRQLQJ�RI�SD\�
PHQWV�DQG�FUHGLW�V\VWHPV�IRU�WKHVH�VHJPHQWV�RI�WKH�HFRQRP\��DQG�SRVVLEOH�LPSURYHPHQWV�
0RUHRYHU��WKH�-'5�WHDP�UHFRPPHQGV�WDNLQJ�D�FORVHU�ORRN�DW�SRVVLEOH�PHDVXUHV�WR�VWUHQJWKHQ
UHYHQXH�JHQHUDWLRQ�IURP�SHUVRQDO�LQFRPH�WD[HV�DQG�FRUSRUDWH�SURILW�WD[HV��DQG�WR�UHYLHZ�WKH
RSWLRQ�WR�LQFOXGH�IRUH[�FDVK�UHVHUYHV�RI�WKH�EDQNLQJ�V\VWHP�LQWR�VWDWXWRU\�UHVHUYHV��9HU\�XUJHQWO\
WKH�-'5�WHDP�UHFRPPHQGV�WKDW�IROORZ�XS�ZRUN�RQ�WKH�SRYHUW\�DVVHVVPHQW�DQG�SRYHUW\�VWUDWHJ\
UHSRUWV��WKDW�KDG�EHHQ�ILQDOLVHG�E\�WKH�HQG�RI������EXW�ZHUH�QRW�\HW�UHOHDVHG�DW�WKH�WLPH�RI�WKH
PLVVLRQ��EH�PDGH�D�SURPLQHQW�LVVXH�RI�WKH�QH[W�3)3�

'YVVIRX�TVEGXMGIW�SJ�JSVIMKR�I\GLERKI�EPPSGEXMSR

$V�GLVFXVVHG�DW�OHQJWK�GXULQJ�WKH�ILUVW�-RLQW�'RQRU�5HYLHZ�PLVVLRQ�LQ�0D\�������VXEVWDQWLDO
GLVDGYDQWDJHV�RI�WKH�H[LVWLQJ�PRGHO�IRU�IRUH[�DOORFDWLRQV�IURP�H[WHUQDO�ILQDQFLDO�DVVLVWDQFH�UH�
PDLQ��7KH�FUXFLDO�FKDQJH�QHHGHG�LV�WR�DEROLVK�UHJXODWLRQV�RQ�LPSRUWV�LQ�WKH�DOORFDWLRQ�RI�IRUH[
SURYLGHG�E\�GRQRUV��ZKLFK�SURGXFH�VXEVWDQWLDO�WUDQVDFWLRQV�FRVWV�ZLWKRXW�RIIHULQJ�DQ\�VLJQLIL�
FDQW�RSHUDWLRQDO�DGYDQWDJHV��$V�WKH�FRXQWU\�GLVSRVHV�RI�VXEVWDQWLDO�DPRXQWV�RI�´IUHHµ�IRUHLJQ
FXUUHQF\�IXQGV�IURP�H[SRUW�HDUQLQJV��DQG�DV�IXQGV�DUH�IXQJLEOH��LPSRUW�UHJXODWLRQV�DWWDFKHG�WR
GRQRU�IXQGV�DUH�YLUWXDOO\�XVHOHVV�WR�FRQWURO�IRU�XQGHVLUHG�LPSRUWV��7KLV�SUREOHP�FDQ�EHWWHU�EH
VROYHG�E\�PDNLQJ�DYDLODEOH�UHOLDEOH�JHQHUDO�FXVWRPV�VWDWLVWLFV�DQG�VWUHQJWKHQLQJ�SURFXUHPHQW
UXOHV�LQ�WKH�SXEOLF�VHFWRU�LQ�JHQHUDO�
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7KH�-'5�WHDP�UHFRPPHQGV�VWURQJO\�WKDW�WKH�IROORZ�XS�ZRUN�RQ�WKH�UHFRPPHQGDWLRQV�RI�ODVW
\HDU·V�PLVVLRQ�EH�DFFRPSOLVKHG��$ERYH�DOO��WKLV�LPSOLHV�WKDW�WKH�QHJDWLYH�OLVW�DQG�SURFXUHPHQW
UHJXODWLRQV�IRU�SULYDWH�LPSRUWHUV�EH�UHPRYHG�IURP�WKH�FXUUHQW�%20�IRUH[�DOORFDWLRQ�PRGHO�
3URFXUHPHQW�UHJXODWLRQV�IRU�HQWLWLHV�RI�WKH�SXEOLF�VHFWRU�PXVW�EH�PDLQWDLQHG�EXW�VKRXOG�QRW�EH
OLQNHG�WR�WKH�IRUH[�DOORFDWLRQ�SURFHVV��%RWK�VWHSV�ZLOO�UHGXFH�FRQVLGHUDEO\�WKH�WUDQVDFWLRQ�FRVWV
LQ�WKH�ILQDQFLDO�VHFWRU�DQG�%20��0RUHRYHU��%20�DQG�03)�VKRXOG�DJUHH�DV�VRRQ�DV�SRVVLEOH�RQ
DGHTXDWH�DFFRXQWLQJ�DQG�UHSRUWLQJ�SURFHGXUHV�WKDW�SURYLGH�GRQRUV�ZLWK�IXOO�DQG�WLPHO\�LQIRU�
PDWLRQ�RQ�WKH�LQIORZ�DQG�RXWIORZ��WR�WKH�EDQNLQJ�V\VWHP�DQG�LPSRUWHUV��RI�GRQRU�IRUH[�IXQGV�
RQ�WKH�JHQHUDWLRQ�RI�FRXQWHU�YDOXH�IXQGV��DQG�RQ�WKHLU�IORZ�LQWR�WKH�WUHDVXU\�V\VWHP�

*MRERGMEP�QEREKIQIRX��'YVVIRX�WMXYEXMSR�ERH�SRKSMRK�VIJSVQW

7KH�LQWHJUDWLRQ�RI�GLIIHUHQW�ILQDQFLDO�PDQDJHPHQW�V\VWHPV�PDNHV�LW�LPSRUWDQW�WR�SULRULWLVH�WKRVH
WKDW�ZLOO�KDYH�WKH�VWURQJHVW�LPSDFW�RQ�WKH�ZKROH�VWUXFWXUH��,Q�WKH�FXUUHQW�VLWXDWLRQ�LQ�0R]DP�
ELTXH�WKLV�LV�ZLWKRXW�GRXEW�WKH�WUHDVXU\�V\VWHP��:LWKRXW�HIIRUWV�WR�HVWDEOLVK�UHFRQFLOLDWLRQ
PHFKDQLVPV�EHWZHHQ�EDQN�DFFRXQWV�LQ�WKH�6WDWH�SD\PHQW�V\VWHP��DQG�ZLWKRXW�SURSHU�UHSRUWLQJ
RQ�FDVK�IORZ�IURP�WKHVH�DFFRXQWV��GRQRUV�ZLOO�EH�UHOXFWDQW�WR�XVH�RWKHU�SDUWV�RI�WKH�V\VWHP�VXFK
DV�WKH�6WDWH�$FFRXQWV�DQG�*RYHUQPHQW�EXGJHW�DQG�SODQQLQJ�SURFHGXUHV��2XU�UHFRPPHQGDWLRQV
WR�LPSURYH�DFFRXQWLQJ��UHSRUWLQJ�DQG�DXGLW�V\VWHPV�LQ�WKLV�ILHOG�VKRXOG�EH�FRQVLGHUHG�DV�PRVW
XUJHQW��:H�ZRXOG�OLNH�WR�VWUHVV�WKDW�LW�LV�HTXDOO\�LPSRUWDQW�WKDW�DOO�DYDLODEOH�LQIRUPDWLRQ�LV�PDGH
RIILFLDO�DQG�WKDW�WUDQVSDUHQF\�VKRXOG�LQFUHDVH��$OVR�LQ�WKH�FDVH�RI�WKH�RSHUDWLRQ�RI�FRXQWHU�YDOXH
IXQG�DFFRXQWV�YDOXDEOH�LQIRUPDWLRQ�DOUHDG\�SURGXFHG�RQ�GRQRU�IORZV�VKRXOG�EH�PDGH�DYDLODEOH
WR�GRQRUV�DQG�WKH�SXEOLF�DV�VRRQ�DV�SRVVLEOH�

1HZ�SODQQLQJ�LQVWUXPHQWV�LQ�0R]DPELTXH�²�WKH�07()�²�VKRXOG�PDNH�LW�SRVVLEOH�LQ�WKH�PH�
GLXP�WHUP�IRU�GRQRUV�WR�LQWHJUDWH�WKHLU�DVVLVWDQFH�LQWR�QDWLRQDO�SURFHGXUHV��DQG�WR�SUHVHQW�D
PRUH�FRPSOHWH�SLFWXUH�RI�GRQRU�FRQWULEXWLRQV�WR�SXEOLF�H[SHQGLWXUH��'RQRUV�QHHG�WR�FRQWLQXH
WR�VXSSRUW�DQG�PRQLWRU�WKLV�SURFHVV�LQ�PRUH�WKDQ�RQH�ZD\��,QWHJUDWLRQ�RI�GLIIHUHQW�SODQQLQJ
LQVWUXPHQWV�LV�VWLOO�ZHDN�DQG�GHSHQGHQW�RQ�WKH�FRQWLQXDWLRQ�RI�GRQRU�VXSSRUW�WR�GHYHORS�LQIRU�
PDWLRQ�IURP�VLPXODWLRQV�ZLWK�WKH�SUHVHQW�PDFUR�PRGHO�LQWR�D�PHGLXP�WHUP�IUDPHZRUN��'RQRU
FR�RUGLQDWLRQ�WKURXJK�6:$36�ZLOO�LQYROYH�WKH�PDMRU�SDUW�RI�WKH�GRQRU�FRPPXQLW\��5HODWLQJ�WR
WKH�GHFLVLRQV�RQ�WRWDO�UHVRXUFHV�DYDLODEOH�WR�LPSOHPHQW�VHFWRU�SURJUDPPHV��LW�VKRXOG�EH�UHPHP�
EHUHG�WKDW�D�ODUJH�SDUW�RI�WKH�GRPHVWLF�UHVRXUFH�FRQWULEXWLRQ�LV�DOVR�IXQGHG�E\�GRQRUV�WKURXJK
FRXQWHU�YDOXH��7KLV�JLYHV�GRQRUV�DQ�RSSRUWXQLW\�WR�GLVFXVV�ZLWK�WKH�*RYHUQPHQW�WKH�DVVXPS�
WLRQV�EHKLQG�07()�SURMHFWLRQV��DQG�WR�KHOS�EXLOG�FRKHUHQW�OLQNDJHV�ZLWK�PDFURHFRQRPLF�IRUH�
FDVWV�DQG�WKH�DQQXDO�EXGJHW�

8LI�TYFPMG�WIVZMGI�GMZMP�WIVZMGI�VIJSVQ

,PSURYHPHQWV�LQ�ILQDQFLDO�PDQDJHPHQW�V\VWHPV�DUH�XQOLNHO\�WR�EH�VXVWDLQDEOH�ZLWKRXW�PRWL�
YDWHG�DQG�WUDLQHG�FLYLO�VHUYDQWV�FDSDEOH�RI�RSHUDWLQJ�WKHP��7KHUHIRUH�GXULQJ�WKLV�\HDU·V�PLVVLRQ
WKH�-'5�WHDP�SXW�VRPH�HPSKDVLV�RQ�UHYLHZLQJ�WKH�SXEOLF�VHUYLFH�FLYLO�VHUYLFH�UHIRUP�WKDQ�ODVW
\HDU��7KH�-'5�WHDP�UHFRJQLVHG�WKH�DGYDQFHV�PDGH�LQ�LPSOHPHQWLQJ�WKH�1DWLRQDO�+XPDQ�5H�
VRXUFHV�0DQDJHPHQW�6\VWHP��WKH�GHFRPSUHVVLRQ�RI�FLYLO�VHUYDQWV·�VDODULHV�DQG�WKH�QHZ�FDUHHU
DQG�UHPXQHUDWLRQ�V\VWHP��'HFHQWUDOLVDWLRQ�KDV�PDGH�D�GHFLVLYH�VWHS�IRUZDUG�ZLWK�WKH�PXQLFLSDO
HOHFWLRQV�LQ�������DOWKRXJK�D�FRPSUHKHQVLYH�VWUDWHJ\�RI�KRZ�GHFHQWUDOLVDWLRQ�ZLOO�FRQWLQXH�VWLOO
KDV�WR�EH�GHYHORSHG��3URJUHVV�LV�OHVV�DGYDQFHG�LQ�WKH�DUHD�RI�WUDLQLQJ�DQG�HGXFDWLRQ�DQG�WKH
OHJDO�DQG�HWKLFDO�IUDPHZRUN�IRU�WKH�FLYLO�VHUYLFH��1RQHWKHOHVV��ILUVW�VWHSV�RI�LPSOHPHQWDWLRQ�LQ
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WKHVH�DUHDV�DUH�FOHDUO\�XQGHUZD\��7KH�-'5�WHDP�ZDQWV�WR�VXJJHVW�WKDW�PRUH�HPSKDVLV�LQ�WKH
RQJRLQJ�HIIRUWV�RI�SXEOLF�VHUYLFH�UHIRUP�VKRXOG�EH�JLYHQ�WR�LQFUHDVLQJ�FRPPXQLW\�SDUWLFLSDWLRQ�
DQG�WR�WKH�GHYHORSPHQW�RI�D�SHUIRUPDQFH�PDQDJHPHQW�V\VWHP�WR�PHDVXUH�WKH�RXWFRPHV�RI�WKH
UHIRUP��L�H��WKH�LPSURYHPHQWV�LQ�WKH�TXDOLW\�RI�SXEOLF�VHUYLFHV�DQG�WKH�LPSDFW�RQ�WKH�ZRUNLQJ
DQG�OLYLQJ�FRQGLWLRQV�RI�WKH�SHRSOH��0RUHRYHU��WKH�-'5�WHDP�SURSRVHV�WKDW�WKH�-'5�PLVVLRQ�LQ
WKH�QH[W�\HDU�WDNH�D�FORVHU�ORRN�DW�WKH�DGYDQFHV�DQG�LPSHGLPHQWV�RI�WKH�SXEOLF�VHUYLFH��FLYLO
VHUYLFH�UHIRUP�

6EXMSREPI�JSV�QEGVS�JMRERGMEP�WYTTSVX��XS[EVHW�E�GS�SVHMREXIH�ETTVSEGL

$�UHYLHZ�RI�GRQRU�SUDFWLFHV�WR�SURYLGH�SURJUDPPH�DVVLVWDQFH�UHYHDOHG�D�ODUJH�YDULHW\�RI�LQGLYLG�
XDO�SURFHGXUHV�RI�GLVEXUVHPHQW��DFFRXQWLQJ��UHSRUWLQJ�DQG�DXGLWLQJ��DV�ZHOO�DV�FRQGLWLRQV�DW�
WDFKHG�WR�WKH�SURYLVLRQ�RI�IXQGV��DOWKRXJK�FRQGLWLRQV�DUH�XVXDOO\�ZLWKLQ�WKH�3)3�IUDPHZRUN��
7KHUH�LV�D�ODUJH�SRWHQWLDO�WR�SRRO�IXQGV�DQG�WR�VLPSOLI\�DQG�XQLI\�SURFHGXUHV�DQG�FRQGLWLRQV�
DQG�WKXV�WR�LQFUHDVH�WUDQVSDUHQF\�DQG�FRQVLVWHQF\�RI�DVVLVWDQFH��DQG�WR�UHGXFH�WUDQVDFWLRQ�FRVWV�
7KH�-'5�WHDP�VWURQJO\�VXJJHVWV�WR�ERWK�GRQRUV�DQG�*20�WR�GHYHORS�DQG�LPSOHPHQW�D�FRQFHSW
RI�D�VLQJOH�IDFLOLW\�IRU�JHQHUDO�EXGJHW�VXSSRUW��ZLWK�D�FRPPRQ�VHW�RI�FRQGLWLRQV��ZLWKLQ�RU�DW�OHDVW
FRPSDWLEOH�ZLWK�WKH�3)3�IUDPHZRUN���DQG�FRPPRQ�GLVEXUVHPHQW��DFFRXQWLQJ��UHSRUWLQJ�DQG
DXGLWLQJ�SURFHGXUHV��6LPLODU�HIIRUWV�VKRXOG�EH�XQGHUWDNHQ�LQ�FDVHV�RI�VHFWRU�VXSSRUW�DQG�VHFWRU�
VSHFLILF�LPSRUW�VXSSRUW��:KHUHYHU�SRVVLEOH��DFFRXQWLQJ�DQG�DXGLWLQJ�SURFHGXUHV�VKRXOG�EH
OLQNHG�ZLWK�HVWDEOLVKHG�SURFHGXUHV�DQG�HIIRUWV�RI�LPSURYHPHQW�RI�*20��'RQRUV�VKRXOG�IROORZ�D
PXOWL�\HDU�DSSURDFK�ZLWK�WUDQFKH�UHOHDVHV�JHDUHG�WR�EHQFKPDUNV��ERWK�FORVHO\�OLQNHG�WR�WKH
3)3�F\FOH�DQG�FRQWHQW�

*LYHQ�WKH�GHILFLHQW�DFFRXQWLQJ�DQG�DXGLW�V\VWHPV��WKH�-'5�WHDP�KDG�ORQJ�DQG�FRQWURYHUVLDO
GLVFXVVLRQV�RI�WKH�TXHVWLRQ�ZKHWKHU�GRQRUV�VKRXOG�SURYLGH�XQGHU�WKHVH�FLUFXPVWDQFHV�JHQHUDO
EXGJHW�VXSSRUW�RU�QRW��%DVLFDOO\��WKH�SRVVLEOH�DQG�XQNQRZQ�GLYHUVLRQ�RI�IXQGV�LQYLVLEOH�XQGHU�D
GHILFLHQW�DFFRXQWLQJ�DQG�DXGLW�V\VWHP�LV�SDUW�RI�RU�D�VSHFLDO�NLQG�RI�WKH�JHQHUDO�SUREOHP�RI�DLG
IXQJLELOLW\��7KH�DOWHUQDWLYH�WR�JHQHUDO�EXGJHW�VXSSRUW�FRXOG�EH�WR�VZLWFK�WR�VHFWRU�VXSSRUW�
ZKLFK�DOORZV�IRU�D�IXOO�FRQWURO�RI�WKH�XVH�RI�GRQRU�IXQGV��$W�ILUVW�VLJKW�WKDW�ORRNV�OLNH�DQ�LP�
SURYHPHQW�RI�WKH�RYHUDOO�VLWXDWLRQ�UHJDUGLQJ�WKH�FRQWURO�RI�SXEOLFO\�XVHG�IXQGV��%XW�LQ�WKH�HQG�LW
ZDV�IRXQG�WKDW�WKLV�GHSHQGV�FULWLFDOO\�RQ�RQH�K\SRWKHVLV��7KH�WRWDO�SURSRUWLRQ�RI�FRQWUROOHG
SXEOLF�IXQGV�ZLOO�LQFUHDVH�RQO\�LI�WKH�LPSDFW�RI�WKH�VZLWFK�IURP�JHQHUDO�EXGJHW�VXSSRUW�WR�IXOO\
FRQWUROOHG�VHFWRU�VXSSRUW�LV�QRW�FRPSHQVDWHG�E\�RWKHU�RSSRUWXQLWLHV�WR�GLYHUW�SXEOLF�IXQGV��8Q�
IRUWXQDWHO\��WKDW�K\SRWKHVLV�FDQ�SUDFWLFDOO\�QRW�EH�WHVWHG��DQG�LW�LV�SUREDEO\�DV�OLNHO\�DV�QRW�WKDW
WKH�VZLWFK�ZRXOG�LQGHHG�LPSURYH�WKH�VLWXDWLRQ�

+RZHYHU��D�PRUH�GHWDLOHG�DQDO\VLV�RI�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�JHQHUDO�EXGJHW�VXSSRUW
DQG�VHFWRU�VXSSRUW�UHYHDOV�WKDW�WKH�WZR�LQVWUXPHQWV�VKRXOG�PRUH�EH�VHHQ�DV�FRPSOHPHQWV�DQG
QRW�DV�PXWXDOO\�H[FOXVLYH��7KH�-'5�WHDP�WKHUHIRUH�UHFRPPHQGV�WKDW�WKH�ILYH�OLNH�PLQGHG�GR�
QRUV�FR�RUGLQDWH�WKHLU�HIIRUWV�WR�ILQG�D�VRUW�RI�´RSWLPDOµ�PL[�RI�WKHVH�LQVWUXPHQWV�ZLWK�VXIILFLHQW
IOH[LELOLW\�IRU�LQGLYLGXDO�SUHIHUHQFHV�
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�� )GSRSQMG�TIVJSVQERGI�ERH�TSPMG]�VIJSVQW

$W�WKH�WLPH�RI�WKH�PLVVLRQ��WKH�1DWLRQDO�$FFRXQWV�IRU������ZHUH�QRW�\HW�SXEOLVKHG��DQG�VRPH�RI
WKH�SUHOLPLQDU\�GDWD�WR�EH�GLVFXVVHG�LQ�WKLV�FKDSWHU�ZHUH�RQO\�DYDLODEOH�WR�WKH�VHFRQG�RU�WKLUG
TXDUWHU�RI�WKH�\HDU��'HVSLWH�WKLV�OLPLWHG�DYDLODELOLW\�RI�PDFURHFRQRPLF�LQGLFDWRUV�LW�PD\�EH�FRQ�
FOXGHG�WKDW������ZDV�DQRWKHU�\HDU�RI�JRRG�RYHUDOO�HFRQRPLF�SHUIRUPDQFH��3UHOLPLQDU\�HVWL�
PDWHV�SXW�JURZWK�RI�*'3�DW�DERXW������SULYDWH�LQYHVWPHQW�VRDUHG�ZLWK�D�QXPEHU�RI�ODUJH�IRU�
HLJQ�GLUHFW�LQYHVWPHQW�SURMHFWV��DQG�H[SRUW�UHYHQXHV�JUHZ�DJDLQ�DIWHU�WKH\�KDG�GHFOLQHG�LQ������
7KH�PRVW�G\QDPLF�VHFWRUV�ZHUH�DSSDUHQWO\�FRQVWUXFWLRQ��WUDQVSRUWDWLRQ��FRPPXQLFDWLRQ�DQG
DJULFXOWXUH�

7KLV�IDYRXUDEOH�JURZWK�UHFRUG�ZDV�DFFRPSDQLHG�E\�VRXQG�ILVFDO�SROLF\�²�DW�OHDVW�WR�WKH�WKLUG
TXDUWHU�RI�WKH�\HDU��RQ�ZKLFK�SUHOLPLQDU\�GDWD�ZHUH�DYDLODEOH��2Q�WKH�UHYHQXH�VLGH��D�FRQVLGHU�
DEOH�UHVWUXFWXULQJ�RI�WD[HV�WRRN�SODFH�LQ�������3HUVRQDO�LQFRPH�WD[HV�DQG�WD[�EDQGV�ZHUH�UH�
VWUXFWXUHG��DQG�WKH�WRS�UDWH�ZDV�ORZHUHG�IURP�����WR������&RUSRUDWH�SURILW�WD[�UDWHV��ZKLFK
KDG�YDULHG�EHWZHHQ�����DQG������ZHUH�XQLILHG�DW������)RU�DJULFXOWXUH�D�WD[�UDWH�RI�����ZDV
LPSOHPHQWHG�IRU�WKH�QH[W����\HDUV��$�VLPSOH�H[WUDSRODWLRQ�RI�UHYHQXH�GDWD�XS�WR�WKH�WKLUG
TXDUWHU�RI������LQGLFDWHV�WKDW�WKH�SURJUDPPHG�YDOXHV�IRU�WKH�HQG�RI�WKH�\HDU�PD\�KDYH�EHHQ
DFKLHYHG��+RZHYHU��LQWHUYLHZV�ZLWKLQ�WKH�WUHDVXU\�UHYHDOHG�WKDW�LQ�VHYHUDO�FDVHV�H[SHQGLWXUH
IXQGV�ZHUH�QRW�DYDLODEOH�DV�D�GLUHFW�UHVXOW�RI�SRRU�UHYHQXH�FROOHFWLRQ�QRW�DQVZHULQJ�WR�SURMHFWHG
ILJXUHV�

7KURXJKRXW������WKH�SUHSDUDWLRQV�WR�LQWURGXFH�D�YDOXH�DGGHG�WD[��9$7��ZHQW�DKHDG��7KH�WD[
UDWH�ZDV�VHW�DW������WKH�9$7�FRGH�ZDV�VXEPLWWHG�WR�WKH�&RXQFLO�RI�0LQLVWHUV��WKH�9$7�XQLW�ZDV
UHRUJDQLVHG�DQG�VWUHQJWKHQHG��WKH�FRPSXWHU�V\VWHP�DQG�WKH�VRIWZDUH�ZHUH�SXUFKDVHG��EXW��DW
WKH�WLPH�RI�WKH�PLVVLRQ��KDG�QRW�\HW�EHHQ�IXOO\�LPSOHPHQWHG�DQG�WHVWHG���WKH�9$7�WD[SD\HU�UHJ�
LVWHU�ZDV�EHLQJ�EXLOW�XS��VWDII�ZDV�EHLQJ�WUDLQHG�LQ�WKH�SXEOLF�DQG�WKH�SULYDWH�VHFWRU��DQG�D�SXE�
OLFLW\�FDPSDLJQ�ZDV�ODXQFKHG��7KH�SODQQHG�GDWH�RI�LPSOHPHQWDWLRQ�LV���$SULO�������,W�VHHPV
WKDW�VRPH�SUHSDUDWLRQV�IRU�WKH�LQWURGXFWLRQ�RI�9$7�ZHUH�LQLWLDWHG�UDWKHU�ODWH�DQG�RU�UHTXLUHG
PRUH�WLPH�WKDQ�RULJLQDOO\�SODQQHG��$W�WKH�WLPH�RI�WKH�PLVVLRQ�LW�DSSHDUHG�WKDW�WKH�WLPH�VFKHGXOH
IRU�WKLQJV�VWLOO�WR�EH�GRQH�ZDV�YHU\�WLJKW�

2Q�WKH�H[SHQGLWXUH�VLGH�HTXDOO\�VLJQLILFDQW�FKDQJHV�WRRN�SODFH�LQ�������7KH�ILUVW�VWHS�RI�WKH
VDODU\�GHFRPSUHVVLRQ�IRU�FLYLO�VHUYDQWV�ZDV�LPSOHPHQWHG�LQ�$SULO�������WKH�UDWLR�RI�WKH�KLJKHVW
WR�WKH�ORZHVW�VDODU\�ZDV�LQFUHDVHG�IURP�������WR��������LQ�$SULO�������$�VHFRQG�GHFRPSUHVVLRQ
WR������LV�SODQQHG�IRU�$SULO�������7KLV�LV�WKH�PDMRU�GULYLQJ�IRUFH�RI�DQ�H[SHFWHG�LQFUHDVH�RI
SXEOLF�H[SHQGLWXUHV�RI�����SHUFHQWDJH�SRLQWV�UHODWLYH�WR�*'3�IURP������WR�������$SDUW�IURP
WKHVH�FKDQJHV��SUHOLPLQDU\�GDWD�WR�WKH�WKLUG�TXDUWHU�RI������LQGLFDWH�WKDW�SXEOLF�H[SHQGLWXUHV
ZHUH�SUHWW\�PXFK�LQ�OLQH�ZLWK�WKH�SURJUDPPHG�WDUJHWV��$OO�LQ�DOO�LW�PD\�EH�FRQFOXGHG�WKDW�WKH
VOLJKW�GHFUHDVH�RI�WKH�ILVFDO�GHILFLW�EHIRUH�JUDQWV��DV�LW�LV�LQFOXGHG�LQ�WKH�,0)·V�SURJUDPPH�IRU
������PD\�KDYH�EHHQ�DFKLHYHG�E\�WKH�HQG�RI�WKH�\HDU�

,Q������%20�IROORZHG�D�YHU\�WLJKW�PRQHWDU\�SROLF\��$OWKRXJK�0��LQFUHDVHG�E\������EDVH
PRQH\�GHFUHDVHG�E\�²������7KH�JURZWK�RI�EDQNQRWHV�DQG�FRLQV�LQ�FLUFXODWLRQ��FDVK��ZDV����
$QQXDO�LQIODWLRQ��������LQ�������GLG�QRW�RQO\�GHFOLQH�DJDLQ��EXW�WXUQHG�LQWR�GHIODWLRQ��WKH�&3,
GHFUHDVHG�E\�²�������$W�WKH�WLPH�RI�WKH�PLVVLRQ�WKHUH�ZDV�VRPH�GHEDWH�RQ�WKH�TXHVWLRQ�ZKHWKHU
PRQHWDU\�SROLF\�ZDV�RYHUO\�WLJKW�DQG�VKRXOG�EH�ORRVHQHG��7KH�JURZWK�RI�HPLVVLRQV�RI�FHQWUDO
EDQN�ELOOV��IURP�����%LOOLRQ�0HWLFDLV�LQ������WR�����%LOOLRQ�0HWLFDLV�LQ�������UHIOHFW�%20·V
DGYDQFHV�LQ�DSSO\LQJ�LQGLUHFW�PRQHWDU\�SROLF\�LQVWUXPHQWV���,Q������WKHUH�ZHUH�RQO\�WZR�HPLV�
VLRQV�RI�WUHDVXU\�ELOOV��
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,Q�WKH�ILQDQFLDO�VHFWRU�OHQGLQJ�UDWHV�FRQWLQXHG�WR�IDOO�LQ������ZKLOH�GHSRVLW�UDWHV�ZHUH�PRUH�RU
OHVV�VWDEOH��ZLWK�VOLJKW�LQFUHDVHV�LQ�WKH�UHFHQW�SDVW��1RQHWKHOHVV��DV�RI�)HEUXDU\�������QRPLQDO
DQG�UHDO�LQWHUHVW�UDWHV�DQG�VSUHDGV�ZHUH�VWLOO�KLJK�²�WKH�IRUPHU�DURXQG������WKH�ODWWHU�DURXQG
�����,W�DSSHDUV�WKDW�WKH�KLJK�OHYHO�RI�OHQGLQJ�UDWHV�DQG�VSUHDGV�UHVXOW�PDLQO\�IURP�KLJK�WUDQV�
DFWLRQ�FRVWV��KLJK�VHW�XS�FRVWV�IRU�QHZ�EDQNV��KLJK�ULVN�SUHPLXP�DQG�OLPLWHG�FRPSHWLWLRQ�LQ�WKH
ILQDQFLDO�VHFWRU��5HVHUYH�UHTXLUHPHQWV�IRU�EDQNV�ZHUH�UHGXFHG�IURP�����WR����RI�OLDELOLWLHV�LQ
������+RZHYHU��IRUHLJQ�H[FKDQJH�FDVK�UHVHUYHV�KHOG�E\�WKH�EDQNV�DUH�VWLOO�QRW�DFFRXQWHG�DV�SDUW
RI�WKH�VWDWXWRU\�UHVHUYHV�²�D�UHTXHVW�WKDW�KDV�EHHQ�SXW�IRUZDUG�E\�EDQNV�WLPH�DQG�DJDLQ�

'XULQJ������WKH�0HWLFDO�GHSUHFLDWHG�DJDLQVW�WKH�86�'ROODU�E\�������7KLV�ZDV�PDLQO\�D�UHVXOW
RI�LQFUHDVHG�QHW�IRUHLJQ�H[FKDQJH�SXUFKDVHV�RI�%20��)URP������WR�-XQH������%20·V�QHW�SXU�
FKDVHV�ZHUH�PDLQO\�JHDUHG�WR�WKH�QHW�IRUHLJQ�DVVHWV�KHOG�E\�WKH�EDQNLQJ�V\VWHP��DQG�LW�DSSHDUV
WKDW�WKH�FHQWUDO�EDQN�²�DW�OHDVW�VLQFH�PLG������²�YLUWXDOO\�KDG�SHJJHG�WKH�QRPLQDO�H[FKDQJH�UDWH
WR�WKH�86�'ROODU��6LQFH�WKH�VHFRQG�KDOI�RI������WKH�QHW�SXUFKDVHV�DUH�GLUHFWHG�WRZDUGV�DFKLHY�
LQJ�WKH�FHQWUDO�EDQN·V�LQWHUQDWLRQDO�UHVHUYH�WDUJHWV�VHW�LQ�WKH�,0)·V�ILQDQFLDO�SURJUDPPH��DQG�LW
VHHPV�WKDW�%20�FRQVLGHUV�PRUH�WKH�GHYHORSPHQW�RI�WKH�UHDO�HIIHFWLYH�H[FKDQJH�UDWH��$V�D�FRQ�
VHTXHQFH�RI�WKH�QHZ�SROLF\�WKH�DSSUHFLDWLRQ�RI�WKH�UHDO�HIIHFWLYH�H[FKDQJH�UDWH��ZKLFK�KDG�RF�
FXUUHG�VLQFH�2FWREHU�������KDV�EHHQ�VWRSSHG�DQG�GDPSHQHG�

5HJDUGLQJ�LQWHUQDWLRQDO�WUDGH��DQRWKHU�VWHS�WRZDUGV�DGGLWLRQDO�WUDGH�OLEHUDOLVDWLRQ�KDV�EHHQ
WDNHQ�E\�VLJQLQJ�WKH�)UHH�7UDGH�3URWRFRO�RI�WKH�6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\
�6$'&���*20�LQWHQGV�WR�DFFHSW�WKH�UHOHYDQW�REOLJDWLRQV�RI�$UWLFOH�9,,,�RI�WKH�)XQG·V�$UWLFOHV
RI�$JUHHPHQW�LQ�-XO\�������0RUHRYHU��LW�LV�SODQQHG�WR�UHGXFH�WKH�PD[LPXP�LPSRUW�WDULII�IURP
���WR�����LQ�������3ODQV�IRU�WKH�VWHS�ZLVH�UHGXFWLRQV�RI�WDULIIV�YLV�j�YLV�6$'&�FRXQWULHV�DUH
EHLQJ�SUHSDUHG�DQG�QHJRWLDWHG��$V�DQRWKHU�VWHS�WR�UHGXFH�WUDQVDFWLRQ�FRVWV�IRU�LQWHUQDWLRQDO
WUDGH��*20�LQWURGXFHG�LQ������WKH�VR�FDOOHG�´GRFXPHQWR�XQLFRµ��D�VLQJOH�GRFXPHQW�IRU�LP�
SRUWHUV�DQG�H[SRUWHUV�WKDW�IDFLOLWDWHV�LPSRUW�DQG�H[SRUW�SURFHGXUHV�FRQVLGHUDEO\�

7KH�RYHUDOO�JRRG�HFRQRPLF�SHUIRUPDQFH��WKH�PDFURHFRQRPLF�SROLF\�LQ�JHQHUDO��DQG�WKH�DG�
YDQFHV�LQ�SROLF\�UHIRUPV�LQ������DUH�JRRG�UHDVRQV�IRU�WKH�ILYH�OLNH�PLQGHG�GRQRUV�WR�UHIOHFW�YHU\
SRVLWLYHO\�RQ�WKHLU�FRQWLQXDWLRQ�RI�SURJUDPPH�DVVLVWDQFH�OLQNHG�WR�EHQFKPDUNV�DQG�SHUIRUP�
DQFH�FULWHULD�LQ�WKH�3)3��$PRQJ�RWKHU�WKLQJV��WKH�-'5�WHDP�ZHOFRPHV�WKH�FKDQJHV�LQ�%20·V
H[FKDQJH�UDWH�SROLF\��*20·V�VWURQJ�GHGLFDWLRQ�WR�LPSOHPHQW�WKH�9$7�RQ���$SULO�������DQG�WKH
LQWHQWLRQV�WR�DWWHQG�WR�WKH�$UWLFOH�9,,,�RI�WKH�)XQG·V�$UWLFOHV�RI�$JUHHPHQW�LQ�������7KHVH�LVVXHV
KDYH�EHHQ�SDUW�RI�WKH�FRQFHUQV�DQG�UHFRPPHQGDWLRQV�UHJDUGLQJ�PDFUR�SROLF\�LQ�ODVW�\HDU·V�DLGH
PpPRLUH�

$�VRPHZKDW�FULWLFDO�SROLF\�LVVXH�LQ������PLJKW�KDYH�EHHQ�WKH�WLJKW�PRQHWDU\�SROLF\��,W�PD\�EH
ZRUWK�WR�FRQGXFW�VRPH�IXUWKHU�LQYHVWLJDWLRQ�RI�WKH�TXHVWLRQ�ZKHWKHU�WKH�ORZ�LQFUHDVH�RI�FDVK
VXSSO\�UHODWLYH�WR�*'3�JURZWK�KDV�LQGHHG�²�DV�VRPH�DQHFGRWDO�HYLGHQFH�LQGLFDWHV�²�FRQWULEXWHG
WR�FDVK�VKRUWDJHV�WKDW�PD\�KDYH�KDPSHUHG�HFRQRPLF�GHYHORSPHQW��7KLV�LV�D�FRQFHUQ�DERYH�DOO
ZLWK�UHJDUG�WR�VPDOO�DQG�PLFUR�HQWHUSULVHV��VHOI�HPSOR\HG�SHUVRQV��LQ�WKH�IRUPDO�DQG�LQIRUPDO
VHFWRU�RI�XUEDQ�DUHDV��DQG�D�FRQFHUQ�ZLWK�UHJDUG�WR�SHRSOH�OLYLQJ�DQG�ZRUNLQJ�LQ�WKH�UXUDO�DUHDV�
,W�JRHV�ZLWKRXW�VD\LQJ�WKDW�WKH�LVVXH�RI�´VXIILFLHQWµ�RU�´LQVXIILFLHQWµ�FDVK�VXSSO\�IRU�WUDQVDFWLRQ
DQG�LQYHVWPHQW�SXUSRVHV�LV�FORVHO\�OLQNHG�ZLWK�WKH�TXHVWLRQ�ZKHWKHU�DGHTXDWH�FUHGLW�DQG�SD\�
PHQW�V\VWHPV�DUH�LQ�SODFH�WR�VDWLVI\�WKH�GHPDQGV�RI�WKHVH�VHJPHQWV�RI�WKH�HFRQRP\��%XW�LW�LV
FRQFHLYDEOH�WKDW�WKH�WLJKW�PRQHWDU\�SROLF\�LQ������FRXOG�KDYH�H[DFHUEDWHG�GHILFLHQW�FUHGLW�DQG
SD\PHQW�V\VWHPV�
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6IGSQQIRHEXMSR��
7KH�-'5�WHDP�ZRXOG�OLNH�WR�UHFRPPHQG�WKDW�DQ�LQ�GHSWK�VWXG\�RI�WKH�LPSDFW�RI�WKH�WLJKW
PRQHWDU\�SROLF\�SDUWLFXODUO\�LQ�UXUDO�DUHDV�DQG�RQ�WKH�LQIRUPDO�HFRQRP\�LQ�JHQHUDO�EH�FRPPLV�
VLRQHG�DQG�²�LI�QHHG�EH�²�PRQHWDU\�SROLF\�EH�UHYLVHG�DFFRUGLQJO\�

5HJDUGLQJ�UHYHQXH�JHQHUDWLRQ��WKHUH�LV�VWLOO�D�ORW�RI�ZRUN�WR�EH�GRQH�DQG�*20�VKRXOG
VWUHQJWKHQ�HIIRUWV�WR�LPSURYH�WD[�FROOHFWLRQ��7KH�UHVWUXFWXULQJ�RI�FXVWRPV�KDV�EHHQ�KDPSHUHG�E\
WKH�VORZ�SURJUHVV�LQ�UHWUHQFKLQJ�H[LVWLQJ�VWDII�DQG�SURJUDPPLQJ�WKH�UHIXUELVKPHQW�RI�FXVWRPV
SRVWV��$�FRQFHUQ�UDLVHG�DOUHDG\�GXULQJ�ODVW�\HDU·V�-'5�PLVVLRQ�LV�WKH�WD[�H[HPSWLRQV�JUDQWHG�IRU
QHZ�LQYHVWPHQW�SURMHFWV��SDUWLFXODUO\�ODUJH�IRUHLJQ�GLUHFW�LQYHVWPHQW�SURMHFWV��,W�LV�QRW�D�FRQFHUQ
RI�SULQFLSOH�WKDW�*20�DOORZV�IRU�WD[�GHGXFWLRQV�RQ�GRPHVWLF�DQG�IRUHLJQ�GLUHFW�LQYHVWPHQW��LW�LV
PRUH�D�FRQFHUQ�ZLWK�UHJDUG�WR�WKH�WRWDO�DPRXQW�RI�UHGXFWLRQV�DOORZHG�IRU��WKH�XVH�RI�GLVFUHWLRQ�
DU\�OHHZD\��DQG�WKH�FRQWURO�RI�PLVXVH�RI�GXW\�IUHH�LPSRUWV�VXSSRVHGO\�IRU�FRQVWUXFWLRQ�SXUSRVHV
LQ�WKH�IUHH�WUDGH�]RQH�

6IGSQQIRHEXMSR��
*20�VKRXOG�LQIRUP�GRQRUV�DV�HDUO\�DV�SRVVLEOH�DERXW�WKH�SODQV�DQG�GHWDLOV�RI�WD[�FRQFHVVLRQV�WR
EH�JUDQWHG�WR�ODUJH�LQYHVWPHQW�SURMHFWV��WKH�HVWLPDWHG�FRVWV�RI�UHYHQXHV�IRUHJRQH�DQG�WKH�HVWL�
PDWHG�EHQHILWV�RI�WKH�SURMHFWV�

6IGSQQIRHEXMSR��
$Q�LVVXH�WR�EH�WDNHQ�XS�IRU�WKH�QH[W�3)3�GLVFXVVLRQ�URXQG�LV�WKH�UHSHDWHG�UHTXHVW�RI�EDQNV�WKDW
%20�VKRXOG�DFFHSW�WKH�IRUH[�FDVK�UHVHUYHV�KHOG�E\�WKH�EDQNLQJ�V\VWHP�DV�SDUW�RI�WKH�FRQVWLWXHQW
UHVHUYHV�²�DW�OHDVW�D�FHUWDLQ�SURSRUWLRQ�RI�WKH�IRUH[�FDVK��7KHUH�LV�QR�IXQGDPHQWDO�DUJXPHQW
DJDLQVW�%20�FRQVLGHULQJ�VXFK�D�PRYH��ZKLFK�ZRXOG�IUHH�UHVRXUFHV�DQG�LQFUHDVH�IOH[LELOLW\�

6IGSQQIRHEXMSR��
,Q�WKH�FXUUHQW�3)3�LW�ZDV�DJUHHG�WKDW�*20�KDYH�D�SRYHUW\�DVVHVVPHQW�DQG�D�SRYHUW\�DFWLRQ
SODQ�SUHSDUHG�E\�WKH�HQG�RI�������8QIRUWXQDWHO\��DW�WKH�WLPH�RI�WKH�PLVVLRQ��WKHVH�GRFXPHQWV
ZHUH�QRW�\HW�DYDLODEOH��DQG�LW�ZDV�QRW�SRVVLEOH�WR�UHIOHFW�RQ�VSHFLILF�FRQFOXVLRQV�DQG�UHFRPPHQ�
GDWLRQV�

1RQHWKHOHVV��WKH�-'5�WHDP�ZRXOG�OLNH�WR�VWURQJO\�UHFRPPHQG�WR�*20�DQG�WKH�ILYH�OLNH�
PLQGHG�GRQRUV�WKDW�IROORZ�XS�ZRUN�RQ�WKH�SRYHUW\�DVVHVVPHQW�DQG�SRYHUW\�VWUDWHJ\�GRFXPHQW�LV
JLYHQ�KLJK�SULRULW\�LQ�WKH�QH[W�3)3�DQG�ZLWKLQ�WKH�VHFWRU�SURJUDPPHV�LQ�ZKLFK�WKH�GRQRUV�DUH
HQJDJHG��$SDUW�IURP�SURPRWLQJ�DQG�VWUHQJWKHQLQJ�WKH�LPSOHPHQWDWLRQ�RI�D�SRYHUW\�VWUDWHJ\��D
FRQWLQXRXV�PRQLWRULQJ�RI�SRYHUW\�GHYHORSPHQW�VKRXOG�EH�HVWDEOLVKHG�DV�SDUW�RI�WKH�RYHUDOO�HI�
IRUWV�WR�LPSURYH�WKH�VWDWLVWLFDO�LQIRUPDWLRQ�V\VWHP�RQ�HFRQRPLF�DQG�VRFLDO�GHYHORSPHQW��7KHUH
FDQ�EH�QR�GRXEW�WKDW�WKH�GHYHORSPHQW�RI�D�FRPSUHKHQVLYH�DQG�UHOLDEOH�VWDWLVWLFDO�LQIRUPDWLRQ
V\VWHP�UHJDUGLQJ�SRYHUW\��LQFRPH�SRYHUW\�DQG�UHODWHG�VRFLDO�LQGLFDWRUV��ODJV�IDU�EHKLQG�WKH�GH�
YHORSPHQW�RI�WKH�LQIRUPDWLRQ�V\VWHP�RQ�HFRQRPLF�DJJUHJDWHV��*LYHQ�WKH�GHFODUHG�LPSRUWDQFH�RI
´EURDG�EDVHG��SRYHUW\�UHGXFLQJ�HFRQRPLF�GHYHORSPHQWµ��WKLV�LPEDODQFH�LQ�WKH�LQIRUPDWLRQ
V\VWHP�VKRXOG�EH�UHGXFHG�DV�PXFK�DQG�DV�VRRQ�DV�SRVVLEOH�
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��� 'YVVIRX�TVEGXMGIW�SJ�JSVIMKR�I\GLERKI�EPPSGEXMSR
ERH�VIJSVQW

*SVI\�%PPSGEXMSR�1SHIP

$V�GLVFXVVHG�DW�OHQJWK�GXULQJ�WKH�ILUVW�-RLQW�'RQRU�5HYLHZ�PLVVLRQ�LQ�0D\�������VXEVWDQWLDO
GLVDGYDQWDJHV�RI�WKH�H[LVWLQJ�PRGHO�IRU�IRUH[�DOORFDWLRQV�UHPDLQ��6LQFH�WKH�0D\������PLVVLRQ�
WKH�%20�KDV�PDGH�D�GUDIW�SURSRVDO�IRU�D�QHZ�PRGHO��GDWHG����$XJXVW��������ZKLFK�KDV�EHHQ
GLVFXVVHG�LQ�WKH�LPSRUW�VXSSRUW�ZRUNLQJ�JURXS��7KH�*���GRQRUV�KDYH�PDGH�D�UHSO\�WR�WKH�%20
RQ�WKH�SURSRVHG�PRGHO��GDWHG���1RYHPEHU��������EXW�KDV�QRW�UHFHLYHG�IXUWKHU�FRPPHQWV�IURP
WKH�%20��7KXV��WKH�PRGHO�FXUUHQWO\�LQ�XVH�LV�WKH�VDPH�DV�GXULQJ�WKH�0D\������UHYLHZ�

7KH�FUXFLDO�FKDQJH�QHHGHG�LV�WR�DEROLVK�UHJXODWLRQV�RQ�LPSRUWV�LQ�WKH�DOORFDWLRQ�RI�IRUH[�
$W�SUHVHQW��GRQRU�IXQGV�FDQ�RQO\�EH�VROG�WR�FRPPHUFLDO�EDQNV�LQ�WKH�IRUH[�LQWHU�EDQN�PDUNHW�
VXEMHFW�WR�LQIRUPDWLRQ�RQ�WKH�HQG�XVH�RI�IXQGV��,Q�SUDFWLFH��WKLV�PHDQV�WKDW�DQ�LPSRUWHU�QHHGV
WR�SUHVHQW�GRFXPHQWDWLRQ�RQ�DGKHUHQFH�WR�VWDQGDUG�:RUOG�%DQN�SURFXUHPHQW�JXLGHOLQHV�WR
WKH�FRPPHUFLDO�EDQN��ZKLFK�WKHQ�SUHVHQWV�WKLV�GRFXPHQWDWLRQ�WR�WKH�%20�ZKHQ�SXUFKDVLQJ
VSHFLILF�IRUH[�SURYLGHG�E\�GRQRUV��7KLV�LQYROYHV�FRQVLGHUDEOH�WUDQVDFWLRQ�FRVWV��7KH�VFKHPH·V
DXGLWRUV�FDOFXODWHG�WKDW�LQ�������DSSUR[LPDWHO\�����RI�WKH�IRUH[�WUDQVDFWLRQV�E\�YDOXH�ZHUH
QRW�LQLWLDOO\�SURSHUO\�YRXFKHG��XVXDOO\�EHFDXVH�RI�PLVVLQJ�GRFXPHQWDWLRQ�

$V�ORQJ�DV�IRUH[�SURYLGHG�E\�GRQRUV�DUH�WLHG�WR�WKH�HQG�XVH�LQ�DQ\�PDQQHU��WKH�%20�ZLOO�QHHG
WR�WUDFH�WKH�XVH�RI�IRUH[�WR�WKH�VSHFLILF�LPSRUWV�E\�DQ\�LPSRUWHU��LQFOXGLQJ�SULYDWH�LPSRUWHUV��$V
VXFK��WKH�IRUH[�SURYLGHG�E\�GRQRUV�FDQQRW�EH�WUHDWHG�LQ�D�PDQQHU�VLPLODU�WR�WKDW�RI�WKH�¶IUHH
IXQGV·��IRUH[�REWDLQHG�WKURXJK�H[SRUW�UHFHLSWV���$V�GLVFXVVHG�LQ�WKH�0D\������$LGH�0HPRLUH�
WKLV�SRVHV�D�VLJQLILFDQW�FRQVWUDLQW�RQ�WKH�GHYHORSPHQW�RI�D�YLDEOH�IRUH[�LQWHU�EDQN�PDUNHW��$V
ZDV�DOVR�QRWHG�WKHQ��VXFK�FRQGLWLRQV�RQ�WKH�VDOH�RI�IRUH[�SURYLGHG�E\�GRQRUV�GRHV�QRW�SURYLGH
DQ\�XVHIXO�LQIRUPDWLRQ�²�DV�ORQJ�DV�¶IUHH�IXQGV·�H[LVW��DQ�LPSRUWHU�FDQ�VZLWFK�WR�WKHVH�IRU�LPSRUWV
RI�LWHPV�QRW�FRQGRQHG�E\�WKH�GRQRUV�

6IGSQQIRHEXMSR��
'XH�WR�WKHVH�REVHUYDWLRQV��WKH�-'5�WHDP�VWURQJO\�UHFRPPHQGHG�UHPRYLQJ�SURFXUHPHQW�UHJX�
ODWLRQV�IURP�WKH�VDOH�RI�IRUH[�LQ�WKH�LQWHU�EDQN�PDUNHW��$�IXUWKHU�LPSOLFDWLRQ�RI�WKLV�²�DOWKRXJK
SHUKDSV�QRW�GHVFULEHG�LQ�VXIILFLHQW�GHWDLO�WKHQ�²�ZRXOG�EH�WKDW�DOO�UHTXLUHPHQWV�UHJDUGLQJ�WKH
HQG�XVH�RI�IXQGV�EH�UHPRYHG��2WKHUZLVH��QRW�PXFK�LV�JDLQHG�LQ�WHUPV�RI�GHYHORSLQJ�WKH�LQWHU�
EDQN�PDUNHW��7KLV�PHDQV�WKDW�DQ\�UHTXLUHPHQWV�FRQFHUQLQJ�HOLJLEOH�LPSRUWV�VKRXOG�EH�UHPRYHG
IURP�WKH�IRUH[�DOORFDWLRQV�²�DQG�KHQFH��QR�UHTXLUHPHQWV�VKRXOG�EH�PDGH�FRQFHUQLQJ�HLWKHU
SRVLWLYH�OLVWV�RU�QHJDWLYH�OLVWV��LQ�ZKDWHYHU�IRUP��7KH�FRQFHUQV�GRQRUV�DQG�WKH�*RYHUQPHQW�PD\
KDYH�UHJDUGLQJ�PLOLWDU\�HTXLSPHQW��KD]DUGRXV�LWHPV��HWF��VKRXOG�EH�LPSRVHG�WKURXJK�LPSRUW
GRFXPHQWDWLRQ�²�LQ�IDFW�WKH�*20�LPSRVHV�FHUWDLQ�UHVWULFWLRQV�LQ�WKLV�PDQQHU�

7KH�WHDP�VWURQJO\�UHFRPPHQGV�WKDW�GRQRUV�XVH�D�VLPLODU�DSSURDFK�²�ZKLFK�LPSOLHV�WKDW�GRQRUV
PD\�FRQVLGHU�WKH�RYHUDOO�FRPSRVLWLRQ�RI�LPSRUWV�LQWR�WKH�FRXQWU\��REWDLQHG�WKURXJK�LPSRUW�VWD�
WLVWLFV��7R�WKH�H[WHQW�WKDW�GRQRUV�GR�QRW�ZLVK�WR��GLUHFWO\�RU�LQGLUHFWO\��EH�VXSSRUWLQJ�VSHFLILF
LWHPV��WRWDO�LPSRUWV�RI�WKHVH�LWHPV�FDQ�EH�FRPSDUHG�WR�WRWDO�IRUH[�QRW�SURYLGHG�E\�GRQRUV�²�DV
ORQJ�DV�WKH�DPRXQW�RI�LPSRUWV�LV�EHORZ�DPRXQWV�RI�IRUH[�IURP�QRQ�GRQRU�VRXUFHV��GRQRUV�FDQ�EH
VDWLVILHG�WKDW�WKHLU�IXQGV�KDYH�QRW�GLUHFWO\�VXSSRUWHG�WKH�LPSRUWDWLRQ�RI�WKHVH�LWHPV�
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$OO�LQ�DOO��LW�LV�VWURQJO\�UHFRPPHQGHG�WKDW�WKH�QHZ�PRGHO�EH�IXOO\�DJUHHG�WR�E\�%20�DQG�WKH
GRQRUV�DV�VRRQ�DV�SRVVLEOH��2Q�WKH�GRQRU�VLGH��WKLV�LPSOLHV�UHPRYLQJ�WKH�FRQVLGHUDWLRQV�UHJDUG�
LQJ�D�QHJDWLYH�OLVW��2Q�WKH�%20�VLGH��WKLV�LPSOLHV�ILQDOLVLQJ�WKH�GUDIW�SURSRVDO�SUHVHQWHG�WR�GR�
QRUV�LQ�$XJXVW�

(IFX�EPPIZMEXMSR�JYRH

7KH�GHEW�DOOHYLDWLRQ�IXQG��)'$)��LV�DQ�DFFRXQW�PDQDJHG�E\�WKH�%20�RQ�EHKDOI�RI�WKH�*RY�
HUQPHQW��ZLWK�WKH�DLP�RI�ILQDQFLQJ�D�FHUWDLQ�VKDUH�RI�WKH�VFKHGXOHG�GHEW�VHUYLFH�SD\PHQWV�WR
LWV�PXOWLODWHUDO�FUHGLWRUV��,Q�SULQFLSOH��WKH�V\VWHP�ZRUNV�LQ�WKH�IROORZLQJ�PDQQHU�

• GRQRUV�PDNH�FRQWULEXWLRQV�WR�WKH�)'$)��ZKLFK�LV�D�VSHFLDO�DFFRXQW�KHOG�IRU�GHEW�VHUYLFH
SD\PHQWV�WR�PXOWLODWHUDO�FUHGLWRUV�

• IRUH[�IURP�WKH�IXQG�LV�XVHG�DFFRUGLQJ�WKH�VFKHGXOH�RI�HOLJLEOH�GHEW�VHUYLFH�SD\PHQWV�

• FRXQWHUYDOXH�IXQGV�DUH�JHQHUDWHG�WR�EH�XVHG�IRU�¶DGGLWLRQDO·�H[SHQGLWXUHV�LQ�KHDOWK��HGXFD�
WLRQ��DQG�ZDWHU��7KLV�LV�GRQH�E\�FUHGLWLQJ�VSHFLDO�DFFRXQWV�LQ�7UHDVXU\�IRU�VSHFLDO�H[SHQGL�
WXUHV�ZLWKLQ�WKH�HOLJLEOH�VHFWRUV�

$�QXPEHU�RI�LVVXHV�PD\�EH�UDLVHG�LQ�WKLV�FRQWH[W�

�� :KDW�LV�UHDOO\�PHDQW�E\�¶DGGLWLRQDO·�H[SHQGLWXUHV"�$V�ORQJ�DV�WKH�*RYHUQPHQW�LV�DZDUH�RI
WKH�LPSOLHG�VDYLQJV�WR�WKH�EXGJHW�RI�WKH�)'$)�IXQGV�IRU�GHEW�VHUYLFLQJ��WKH�*20�ZLOO�DQG
VKRXOG�SODQ�LQFUHDVHG�H[SHQGLWXUHV�LQ�WKH�HOLJLEOH�VHFWRUV��7KH�FRQFHSW�RI�DGGLWLRQDO�H[SHQ�
GLWXUHV�PD\�WKHUHIRUH�QRW�EH�SDUWLFXODUO\�PHDQLQJIXO

�� 6RPH�FRQWULEXWRUV�WR�WKH�)'$)�KDYH�UHPRYHG�WKH�FRQVWUDLQW�RQ�VHFWRUV�HOLJLEOH�IRU�¶VSHFLDO
H[SHQGLWXUHV·��GXH�WR�FRQFHUQV��DV�UDLVHG�LQ�WKH�0D\������$LGH�0HPRLUH��RYHU�WKH�FDSDFLW\
IRU�WKHVH�VHFWRUV�WR�DEVRUE�ODUJH�YROXPHV�RI�H[WUD�UHVRXUFHV�LQ�DQ�HIIHFWLYH�DQG�HIILFLHQW
PDQQHU��7KLV�KDV�FOHDUO\�HQKDQFHG�HFRQRPLF�PDQDJHPHQW�RI�WKH�DGGLWLRQDO�UHVRXUFHV�

�� ,W�DSSHDUV�WKDW�QR�LQWHUHVW�LV�UHSRUWHG�WR�WKH�GRQRUV�²�DQG�WKH�7HDP�ZDV�LQIRUPHG�WKDW�LQ
IDFW��WKH�%20�GRHV�QRW�HDUQ�LQWHUHVW�RQ�LWV�DFFRXQWV�KHOG�DEURDG��7KLV�LV�KDUG�WR�XQGHU�
VWDQG��VLQFH�VXEVWDQWLDO�LQWHUHVW�HDUQLQJV�VKRXOG�EH�REWDLQHG�LQ�WKHVH�DFFRXQWV�²�DQG�DFFUXH
WR�WKH�*RYHUQPHQW��$V�LV�SHUIHFWO\�QRUPDO��WKH�%20�FKDUJHV�D�FHUWDLQ�SHUFHQWDJH�IRU�KDQ�
GOLQJ�RI�WKHVH�IXQGV�IRU�WKH�*RYHUQPHQW�²�KRZHYHU��LW�DSSHDUV�WKDW�WKLV�LQIRUPDWLRQ�LV�QRW
GLUHFWO\�SURYLGHG�LQ�WKH�TXDUWHUO\�UHSRUWV�WR�WKH�GRQRUV�

6IGSQQIRHEXMSR��
,Q�RUGHU�WR�SURYLGH�IXOO�LQIRUPDWLRQ�WR�WKH�GRQRUV��LW�LV�UHFRPPHQGHG�WKDW�EDQN�VWDWHPHQWV�RI�DO
WUDQVDFWLRQV��LQIORZ�RI�IXQGV��GHEW�VHUYLFH�SD\PHQWV��LQWHUHVW�HDUQHG��KDQGOLQJ�FKDUJHV�VXE�
WUDFWHG��HWF���DUH�SURYLGHG�LQ�WKH�TXDUWHUO\�UHSRUWV�WR�WKH�GRQRUV��,Q�DGGLWLRQ��WKH�DQQXDO�VFKHG�
XOH�RI�GHEW�VHUYLFH�SD\PHQWV�VKRXOG�EH�SURYLGHG��ZKLFK�ZRXOG�HQDEOH�GRQRUV�WR�IROORZ�WKH�HYR�
OXWLRQ�RI�GHEW�VHUYLFH�PRUH�FORVHO\�
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�� ,Q�SUDFWLFH��RQO\�D�UHODWLYHO\�VPDOO�SHUFHQWDJH�RI�WKH�FRXQWHUYDOXH�IXQGV�JHQHUDWHG�E\�FRQ�
WULEXWLRQV�WR�WKH�)'$)�DUH�LQ�IDFW�UHOHDVHG�WR�WKH�7UHDVXU\��7KH�UHPDLQLQJ�IXQGV�DUH�VWHULO�
LVHG�LQ�D�EORFNHG�DFFRXQW��)XQGV�IURP�WKH�:RUOG�%DQN�7KLUG�(FRQRPLF�5HFRYHU\�/RDQ�DUH
VWHULOLVHG�LQ�D�VLPLODU�PDQQHU��7KH�UDWLRQDOH�IRU�WKLV�LV�WKDW�WKH�WKHUH�LV�OLPLWHG�DEVRUSWLYH
FDSDFLW\�LQ�WKH�GRPHVWLF�HFRQRP\�RI�WKH�YHU\�ODUJH�LQIORZV�RI�IRUH[�²�ZKLFK�DUH�UHTXLUHG�WR
ILQDQFH�WKH�ODUJH�GHEW�VHUYLFH�EXUGHQ��:KLOH�TXHVWLRQV�PD\�EH�UDLVHG�RQ�WKLV��LW�LV�FOHDU�WKDW
WKH�DEVRUSWLYH�FDSDFLW\�RI�WKH�HFRQRP\�LV�OLPLWHG�²�WKH�GHFLVLRQ�FRQFHUQLQJ�WKH�GHJUHH�RI
PRQHWLVDWLRQ�RI�WKHVH�DPRXQWV�LV�FDUULHG�RXW�ZLWKLQ�WKH�RYHUDOO�PDFURHFRQRPLF�IUDPHZRUN�

6IGSQQIRHEXMSR��
,W�LV�UHFRPPHQGHG�WKDW�WKH�YROXPH�RI�FRXQWHUYDOXH�IXQGV�UHOHDVHG�WR�7UHDVXU\�EH�UHSRUWHG�LQ
WKH�TXDUWHUO\�UHSRUWV��,Q�DGGLWLRQ��WKH�DQQXDO�SODQ�IRU�WRWDO�UHOHDVHV�VKRXOG�EH�SURYLGHG�

-QTSVX�WYTTSVX

6RPH�RI�WKH�GRQRUV�LQFOXGHG�LQ�WKLV�UHYLHZ�SURYLGH�LPSRUW�VXSSRUW�LQ�WKH�IRUP�RI�PHGLFLQH
LPSRUWV��$V�ZDV�QRWHG�LQ�WKH�0D\������$LGH�0HPRLUH��VXFK�VXSSRUW�VKRXOG�EH�VHHQ�LQ�WKH�FRQ�
WH[W�RI�VHFWRU�VXSSRUW�WR�WKH�KHDOWK�VHFWRU�DQG��DV�VXFK��VKRXOG�QRW�EH�GHDOW�ZLWK�XQGHU�WKH�DV�
SHFWV�RI�PDFURHFRQRPLF�SHUIRUPDQFH�DQG�SROLFLHV��$�IHZ�FRPPHQWV�RQ�WKH�FXUUHQW�VFKHPH�DQG
D�UHFRPPHQGDWLRQ�DUH�SURYLGHG�EHORZ�

�� ,W�ZDV�DOUHDG\�UHFRPPHQGHG�LQ�WKH������-'5�UHSRUW�WKDW�GRQRUV�VKRXOG�HVWDEOLVK�D�FRP�
PRQ�SRRO�RI�IXQGV�IRU�WKH�SXUFKDVHV�RI�PHGLFLQHV��7KLV�ZRXOG�HQDEOH�WKH�0LQLVWU\�RI�+HDOWK
�02+��WR�UDWLRQDOLVH�WKH�SURFXUHPHQW�DQG�SXUFKDVH�RI�PHGLFLQHV��ZKLFK�WDNHV�DERXW���
PRQWKV�IURP�LQLWLDWLRQ�RI�WKH�SURFHVV�XQWLO�JRRGV�DUULYH�LQ�0R]DPELTXH��DQG�HQVXUH�WKDW�WKH
02+�FDQ�VHFXUH�WKH�PHGLFLQH�LWHPV�DFFRUGLQJ�WR�LWV�OLVW�RI�SULRULWLHV��7KLV�LV�FXUUHQWO\�XQ�
GHUZD\�E\�D�JURXS�RI�GRQRUV��LQFOXGLQJ�VRPH�RI�WKH�*���

�� 7KHUH�DSSHDUV�WR�EH�FRQVLGHUDEOH�FRQFHUQ�UHJDUGLQJ�WKH�DYDLODELOLW\�RI�PHGLFLQHV�LQ�SXEOLF
KHDOWK�FHQWUHV��DOWKRXJK�WKH�-'5�WHDP�RQO\�KDV�DQHFGRWDO�HYLGHQFH�RI�WKLV��6XFK�LVVXHV�PXVW
EH�GHDOW�ZLWK�LQ�WKH�FRQWH[W�RI�WKH�KHDOWK�VHFWRU�SURJUDPPH��DV�LW�UHODWHV�GLUHFWO\�WR�LVVXHV�RI
HIILFLHQF\�ZLWKLQ�WKLV�VHFWRU��7KLV�DUJXPHQW�IXUWKHU�VXSSRUWV�WKH�UHFRPPHQGDWLRQ�WR�GHDO
ZLWK�PHGLFLQH�LPSRUWV�LQ�WKH�FRQWH[W�RI�VXSSRUW�WR�WKH�KHDOWK�VHFWRU�

�� 7ZR�GRQRUV��'HQPDUN�DQG�&DQDGD��FRQWLQXH�WR�SURYLGH�VRPH�VXSSRUW�IRU�PHGLFLQHV��ZKLFK�DUH
WLHG�WR�SXUFKDVHV�LQ�WKHLU�UHVSHFWLYH�FRXQWULHV��7KLV�OLPLWV�WKH�IUHHGRP�RI�WKH�02+
WR�UDWLRQDOLVH�LWV�PHGLFLQH�SXUFKDVHV�DQG�PD\�FDUU\�VXEVWDQWLDO�FRVWV�LQ�WHUPV�RI�IOH[LELOLW\��SODQ�
QLQJ�RI�SURFXUHPHQW��DGGLWLRQDO�DGPLQLVWUDWLYH�EXUGHQV��DQG�SULFH�SDLG�IRU�WKH�SURGXFWV�

6IGSQQIRHEXMSR��
,W�LV�UHFRPPHQGHG�WKDW�GRQRUV�SRRO�WKHLU�IXQGV�IRU�PHGLFLQH�LPSRUWV�DQG�WKDW�WKH�VFKHPH�RI
WLHG�DLG�SUDFWLVHG�E\�&DQDGD�DQG�'HQPDUN�LV�UHYLHZHG�WR�DVVHVV�WKH�FRVWV�LQYROYHG�
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��� 4YFPMG�JMRERGMEP�QEREKIQIRX��'YVVIRX�WMXYEXMSR
ERH�VIJSVQW

-RXVSHYGXMSR

3XEOLF�ILQDQFLDO�PDQDJHPHQW�LVVXHV��LQ�D�EURDG�GHILQLWLRQ��DOVR�LQFOXGLQJ�DXGLW��KDYH�EHHQ�LQWUR�
GXFHG�LQ�WKH�7HUPV�RI�5HIHUHQFH��725��DV�D�UHVXOW�RI�D�GRQRU·V�ZLVK�´WR�JHW�DFFRXQWDELOLW\�IURP
WKH�*RYHUQPHQW·V�RZQ�V\VWHPV�µ�)XUWKHU��´0R]DPELTXH·V�EXGJHW�SURFHVV��EXGJHWLQJ�DQG�DF�
FRXQWLQJ�SURFHGXUHV�DUH�EHFRPLQJ�PRUH�LPSRUWDQWµ�LQ�UHODWLRQ�DOVR�WR�WKH�GLVEXUVHPHQW�RI�GLI�
IHUHQW�NLQGV�RI�3$�

7KLV�FKDSWHU�ZLOO�SUHVHQW�RXU�YLHZ�RQ�WKH�SUHVHQW�VWDWXV�DQG�GHYHORSPHQW�RI�SXEOLF�ILQDQFLDO
PDQDJHPHQW�V\VWHPV�LQ�0R]DPELTXH��$V�WKH�SUHVHQWDWLRQ�LV�OLPLWHG�WR�EH�V\VWHP�RULHQWHG��WKH
LPSOLFDWLRQV�RI�ILQGLQJV�DQG�FRQFOXVLRQ�PLJKW�DOVR�EH�IRXQG�LQ�RWKHU�SDUWV�RI�WKH�UHSRUW��HVSH�
FLDOO\�FKDSWHU���

&YHKIX�ERH�TPERRMRK

7KH�LQFOXVLRQ�RI�EXGJHW�DQG�SODQQLQJ�LVVXHV�LQ�RXU�UHSRUW�KDV�LWV�UDWLRQDOH�LQ�WKH�IDFW�WKDW�D�VXE�
VWDQWLDO�DPRXQW�RI�WKH�VWDWH�EXGJHW�LV�IXQGHG�WKURXJK�FRXQWHU�YDOXH�IXQGV�WKDW�FRXOG�EH�GHULYHG
IURP�WKH�GLVEXUVHPHQWV�RI�3$��7KLV�KROGV�WKH�TXHVWLRQ�RI�HIILFLHQW�XVH�RI�WKHVH�UHVRXUFHV��)XU�
WKHU��WKH�SUHVHQWDWLRQ�RI�UHVRXUFHV�RQ��RU�RII��EXGJHW�LV�KLJKO\�UHODWHG�WR�WKH�SRVVLELOLWLHV�RI�XWLO�
LVLQJ�WKH�*RYHUQPHQW·V�SD\PHQW�V\VWHP��7KLV�V\VWHP�LV�DOVR�XVHG�WR�WUDQVIHU�H[WHUQDO�IXQGV�WR
WUHDVXU\�IXQGV��WKHUHE\�ILQDQFLQJ�EXGJHW�H[SHQGLWXUHV��7KLV�GLVSOD\V�WKDW�GLIIHUHQW�SDUWV�RI�WKH
ILQDQFLDO�PDQDJHPHQW�V\VWHP�DUH�PXWXDOO\�GHSHQGHQW�RQ�HDFK�RWKHU��7KHUH�LV�OLWWOH�OLNHOLKRRG
WKDW�UHVRXUFHV�SUHVHQWO\�RII�EXGJHW�ZLOO�EH�SUHVHQWHG�RQ�EXGJHW�XQWLO�WKH�0LQLVWU\�RI�3ODQQLQJ
DQG�)LQDQFH��03)��DQG�%20�FDQ�SUHVHQW�D�UHOLDEOH�SD\PHQW�V\VWHP�IRU�6WDWH�%XGJHW�IXQGV��$V
ZLOO�DJDLQ�EH�GLVFXVVHG�LQ�FKDSWHU����WKLV�DOVR�UDLVHV�WKH�TXHVWLRQ�RI�FRQWURO�RI�H[WHUQDO�IXQGV
WUDQVIHUUHG�WKURXJK�WKH�6WDWH�SD\PHQW�V\VWHP�

$�UHSRUW�RQ�WKH�LVVXH�RI�RII��RQ�EXGJHW�UHVRXUFHV�KDV�EHHQ�SUHVHQWHG�WR�WKH�03)�DV�D�GUDIW��7KLV
LV�LQWHUQDO�PDWHULDO�DQG�ZDV�QRW�PDGH�DYDLODEOH�WR�XV�GXULQJ�WKH�PLVVLRQ��7KH�ILQDO�UHSRUW�ZLOO�EH
SUHVHQWHG�LQ�0DUFK��6R�IDU�LW�FRXOG�EH�VWDWHG�WKDW�WKH�LGHQWLILFDWLRQ�RI�WKHVH�UHVRXUFHV�GR�QRW
RQO\�EULQJ�VROXWLRQV�EXW�DOVR�SUREOHPV��$PRQJ�RWKHU�LVVXHV��WKHUH�LV�DQ�XQFHUWDLQW\�LI�DOO�RI�WKHVH
UHVRXUFHV�FDQ�EH�LQFRUSRUDWHG�LQ�WKH�EXGJHW�IRU�OHJDO�UHDVRQV�VWDWHG�LQ�DJUHHPHQWV�ZLWK�GRQRUV�
$W�WKH�VDPH�WLPH��DOO�DWWHPSWV�WR�LQWURGXFH�FRPPRQ�IXQGLQJ�RI�VHFWRU�SURJUDPV�ZLOO�EH�VHYHUHO\
KDPSHUHG�E\�WKH�IDFW�WKDW�PD\EH�KDOI�RI�WKH�UHVRXUFHV�DYDLODEOH�WR�WKH�VHFWRU�DUH�RII�EXGJHW��L��H�
XQNQRZQ�RU�QRW�DFFRXQWHG�IRU�RQ�WKH�EXGJHW�

7KH�0HGLXP�7HUP�([SHQGLWXUH�)UDPHZRUN��07()��ZDV�LQWURGXFHG�LQ�0R]DPELTXH�WR�JXLGH
WKH�GHFLVLRQ�PDNLQJ�SURFHVV�RI�WKH�6WDWH�%XGJHW�IRU�������7KLV�ZRXOG�LQGLFDWH�WKDW�QRW�RQO\
V\VWHPV�EXW�DOVR�URXWLQHV�DQG�SURFHVVHV�DUH�QHZ��07()�SURMHFWLRQV�DUH�LQWHJUDWHG�ZLWK�SURMHF�
WLRQV�WKDW�IRUPXODWH�WKH�7KUHH�<HDU�,QYHVWPHQW�3ODQ��37,3��DQG�DUH�DOVR�FRQQHFWHG�WR�WKH�LQ�
WURGXFWLRQ�RI�6HFWRU�:LGH�$SSURDFKHV��6:$36���ZKLFK�DOO�DUH�OLQNHG�WR�DQG�GHSHQGHQW�RQ
IXQGLQJ�DUUDQJHPHQWV�WKURXJK�6HFWRU�3URJUDPPH�6XSSRUW��636��

7KH�07()�LV�SURGXFHG�EDVHG�RQ�H�J��PDFURHFRQRPLF�LQSXW�IURP�WKH�*DELQHWH�GR�(VWXGR�DW
03)�3ODQR�H�2UFDPHQWR��7KH�PDFUR�PRGHO�LV�XQGHU�GHYHORSPHQW�EXW�ZDV�XVHG�DOUHDG\�IRU�WKH
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ILUVW�\HDU�RI�WKH�07()�WR�VXSSRUW�FDOFXODWLRQV�RI�WKH�WRWDO�UHVRXUFH�HQYHORSH��7KH�03)�KDV�DOVR
SURGXFHG�DQG�SUHVHQWHG�DQDO\VHV�RQ�WKH�GLIIHUHQFHV�EHWZHHQ�WKHVH�PXOWL\HDU�SURMHFWLRQV�DQG�WKH
DQQXDO�EXGJHW��DQVZHULQJ�WR�WKH�ILUVW�\HDU�RI�WKH�07()�

7KH�03)�KDV�DOVR�SUHVHQWHG�JXLGHOLQHV�WR�WKH�IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�SURFHVV�RI�636�
7KH�07()�RI�������WKH�EXGJHW�RI�������KDV�FRQFHQWUDWHG�RQ�DQG�XQGHUOLQHG�WKH�LQWHJUDWLRQ
EHWZHHQ�636�VHFWRUV�DQG�07()�SURMHFWLRQV�

'SRGPYWMSRW
2XU�LPSUHVVLRQ�LV�WKDW�WKH�07()�SURFHVV�KDV�WDNHQ�RII�ZHOO�FRQVLGHULQJ�DFWXDO�DYDLODEOH�KXPDQ
UHVRXUFHV��HVSHFLDOO\�DW�/LQH�0LQLVWULHV��7KH�GLDORJXH�EHWZHHQ�WKH�6:$3�VHFWRUV�DQG�WKH�03)
KROGV�VXEVWDQFH��ZKLFK�LV�UHIOHFWHG�LQ�WKH�DQDO\VHV�RI�GLIIHUHQFHV�EHWZHHQ�SURMHFWLRQV�PDGH�IRU
WKH�DQQXDO�EXGJHW�DQG�WKH�07()��7KH�IDFW�WKDW�WKHUH�LV�D�PDFURHFRQRPLF�LQSXW�LQ�WKLV�ZRUN
DOVR�LQGLFDWHV�WKH�DZDUHQHVV�RI�WKH�QHHG�WR�GHULYH�EXGJHW�DOORFDWLRQV��DQG�HYHQWXDOO\�VHFWRU�DOOR�
FDWLRQV��IURP�D�VRXQG�PDFUR�HFRQRPLF�IUDPHZRUN��7KRXJK�SURFHGXUHV�DQG�LQSXW�VWLOO�DUH�IUDJ�
LOH��WKHUH�DUH�JRRG�UHDVRQV�WR�VXSSRUW�WKH�FRQWLQXDWLRQ�DQG�VWDELOLVDWLRQ�RI�WKH�RQ�JRLQJ�SURFHVV�

2QH�ZD\�RI�GRLQJ�WKLV�LV�WR�HQVXUH�WKDW�GRQRUV��RQ�D�FRPSXOVRU\�EDVLV��UHSRUW�RQ�DOO��QHZ��LQIORZ
RI�UHVRXUFHV�WR�SXEOLF�H[SHQGLWXUH�WR�WKH�03)�3ODQR�H�2UFDPHQWR��7KH�07()�SURYLGHV�GR�
QRUV�ZLWK�QHZ�RSSRUWXQLWLHV�LQ�WKLV�DUHD��0DQ\�GRQRUV�KHVLWDWH�WR�UHSRUW�RQ�QHZ�LQIORZV�VLQFH
WKH\�LQWHUSUHW�WKLV�DV�SXWWLQJ�WKHLU�UHVRXUFHV�RQ�EXGJHW��07()�LV�KRZHYHU�D�PXFK�EURDGHU�FRQ�
FHSW�WKDQ�WKH�6WDWH�%XGJHW��LQFOXGLQJ�DOO�NQRZQ�UHVRXUFHV�LQ�D�SODQQLQJ�SURFHGXUH�DLPLQJ�DW
PRVW�HIILFLHQW�XWLOLVDWLRQ�RI�WRWDO�UHVRXUFHV�DYDLODEOH���07()�LV�VXSSRVHG�WR�SURGXFH�ILQDQFLDO
FHLOLQJV�IRU�HDFK�PLQLVWU\·V��VHFWRU·V�EXGJHW��,W�PXVW�WKHUHIRUH�FRQVLGHU�RQO\�WKRVH�IXQGV�WKDW�FDQ
ILQDQFH�VHFWRU�EXGJHW�H[SHQGLWXUH�ZKHWKHU�RU�QRW�WLHG�WR�VSHFLILF�EXGJHW�OLQHV��7KH�07()�PD\
EH�D�VXLWDEOH�YHKLFOH�WR�UHFRUG�WRWDO�H[SHQGLWXUHV��LQFOXGLQJ�SURMHFWV�RQ�D�PHPRUDQGXP�EDVLV
EXW�QRW�UHIOHFWHG�LQ�WKH�ILQDQFLDO�FHLOLQJV���7KLV�GLIIHUHQFH�JLYHV�GRQRUV�WKH�RSSRUWXQLW\�WR�UHSRUW
RQ�QHZ�UHVRXUFHV��ZLWKRXW�FRPPLWWLQJ�WKHPVHOYHV�WR�WKH�LQFOXVLRQ�RI�UHVRXUFHV�LQ�WKH�EXGJHW�
'RQRUV�DOUHDG\�SUHSDUHG�WR�UHSRUW�RQ�WKHLU�LQIORZ��FRPSODLQ�KRZHYHU�WKDW�WKHUH�LV�QR�UHTXHVW
IURP�WKH�03)�FRQFHUQLQJ�WKLV�NLQG�RI�LQIRUPDWLRQ��&RQVHTXHQWO\�QR�UHSRUWLQJ�URXWLQHV�KDYH
EHHQ�SUHVHQWHG�

6RPH�ZRUULHV�OLQNHG�WR�WKH�QHZ�SODQQLQJ�FRQFHSW�DUH�YLVLEOH��7KHUH�VHHPV�WR�EH�D�JDS�EHWZHHQ
DQQXDO�EXGJHW�SURMHFWLRQV�DQG�WKH�07()��7KLV�LV�VKRZQ�LQ�WKH�IDFW�WKDW�GLIIHUHQW�PDFUR�PRG�
HOV�IRUHFDVWLQJ�SURFHGXUHV�DUH�EHLQJ�XVHG�IRU�WKHVH�SURMHFWLRQV�RQ�GLIIHUHQW�WHUPV��$OVR��SROLWLFDO
JXLGDQFH�WR�OHDG�WKH�07()�SURFHVV�LV�OLPLWHG��3ROLWLFDO�IRFXV�LV�RQ�WKH�DQQXDO�EXGJHW��DV�LQ�PRVW
FRXQWULHV����7KH�LPSOLFDWLRQV�DUH�WKDW�QRERG\�DFWXDOO\�FR�RUGLQDWHV�DQG�UHODWHV�WRWDO�H[SHQGLWXUH
²�IXQGHG�IURP�LQWHUQDO�DQG�H[WHUQDO�VRXUFHV�²�WR�ZKDW�LV�IHDVLEOH�IURP�D�PDFUR�SHUVSHFWLYH��7KLV
LVVXH�LV�HPSKDVLVHG�WKURXJK�WKH�LQWURGXFWLRQ�RI�636��7KH�DEVHQFH�RI�SROLWLFDO�JXLGDQFH�DOVR�FUH�
DWHV�D�YDFXXP�LQ�WKH�ILQDO�DOORFDWLRQV�RI�IXQGV�EHWZHHQ�VHFWRUV��7KHUH�LV�D�ULVN�WKDW�VHFWRU�DOORFD�
WLRQV�LQ�WKH�DQQXDO�EXGJHW�VWLOO�DUH�WKH�UHVXOW�RI�PDUJLQDO�EXGJHWLQJ��EDVHG�RQ�ODVW�\HDUV�ILJXUHV
LUUHVSHFWLYH�RI�WKHLU�UHOHYDQFH��DQG�QRW�RQ�SURMHFWLRQV�GHULYHG�IURP�DQ�RYHUDOO�HFRQRPLF�SROLF\�
�7KLV�ULVN�LV�DW�WKH�VDPH�WLPH�UHGXFHG�E\�WKH�LQWURGXFWLRQ�RI�VHFWRU�VWUDWHJLHV���)XUWKHU��WKH�UHOL�
DELOLW\�RI�EXGJHW�ILJXUHV�FRXOG�VWLOO�EH�TXHVWLRQHG��/LQH�0LQLVWULHV�KDYH�LQ�PDQ\�FDVHV�RQO\�DFFHVV
WR�SRRU�LQIRUPDWLRQ�RI�DFWXDO�H[SHQGLWXUH�LQ�UHODWLRQ�WR�EXGJHW��7KH�RULJLQ�RI�WKLV�SUREOHP�LV�WKH
DFFRXQWLQJ�V\VWHP�WR�EH�GLVFXVVHG�ODWHU�LQ�WKLV�FKDSWHU�

7KH�LQWHJUDWLRQ�EHWZHHQ�07()�DQG�6:$36�KDV�FKDQJHG�IRFXV�IURP�WKH�37,3�WRZDUGV�WKH
636��ZKHUH�WKH�ILYH�LQYROYHG�VHFWRUV��(GXFDWLRQ��+HDOWK��$JULFXOWXUH��:DWHU��DQG�5RDGV��UHSUH�
VHQW�����RI�EXGJHW�H[SHQGLWXUH��7KLV�VKLIW�²�IURP�D�PRUH�LQYHVWPHQW�RULHQWHG�SODQQLQJ�PRGHO
WR�D�PRGHO�WKDW�LQWHJUDWHV�DOO�UHVRXUFHV�DQG�GLIIHUHQW�PDFUR�DQG�PLFUR�SHUVSHFWLYHV�²�KDV�FUHDWHG
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D�GLYHUJHQFH�EHWZHHQ�WKH�03)��ZKLFK�PRYHV�IRUZDUG�LQ�IDVW�SDFH�LQ�LQWURGXFLQJ�LPSURYHG�LQ�
VWUXPHQWV�DQG�SURFHGXUHV��DQG�WKH�/LQH�0LQLVWULHV��ZKLFK�VWLOO�KROG�RQ�WR�ROG�SODQQLQJ�PRGHOV
DQG�LQVWUXPHQWV��6LPXOWDQHRXVO\��WKLV�QHZ�PRGHO�KDV�FRQWULEXWHG�WR�FDUU\�LQWR�HIIHFW�WKH�IRUPDO
LQWHJUDWLRQ�RI�WKH�SUHYLRXVO\�VHSDUDWHG�GHSDUWPHQWV�RI�3ODQQLQJ�DQG�%XGJHW�DW�03)�

7KURXJK�WKH�GRPLQDWLQJ�SRVLWLRQ�RI�6:$3�VHFWRUV�LQ�WKH�EXGJHW�WKH�SURFHVVHV�DQG�SODQQLQJ
SURFHGXUHV�UHODWHG�WR�VHFWRU�VWUDWHJLHV�DQG�636�ZLOO�IRUPXODWH�WKH�EDVLV�RI�WKH�FRQWLQXHG�07()�
,Q�WKH�636�JXLGHOLQHV�SUHVHQWHG�E\�WKH�03)�LW�LV�VWDWHG�

´8QGHU�LGHDO�FRQGLWLRQV��DOO�IXQGLQJ�WR�D�36,��,QWHJUDWHG�6HFWRUDO�3URJUDPPH��VKRXOG�EH�FKDQQHOOHG�WKURXJK�D
VLQJOH�DFFRXQW�PDQDJHG�LQ�DFFRUGDQFH�ZLWK�QDWLRQDO�SURFHGXUHV��6XFK�D�V\VWHP�FRXOG�RQO\�RSHUDWH�WUDQVSDU�
HQWO\�DQG�HIILFLHQWO\�LI�ULJRURXV�URXWLQHV�LQ�WKH�DUHDV�RI�ILQDQFLDO�PDQDJHPHQW��DFFRXQWLQJ�DQG�DXGLWLQJ�DUH�LQ
SODFH��0RUHRYHU��VXFK�D�V\VWHP�ZLOO�DOVR�UHTXLUH�FKDQJHV�LQ�WKH�SURFHGXUHV�RI�GRQRUV��$OWKRXJK�LW�LV�RQO\�SRVVL�
EOH�WR�DWWDLQ�WKHVH�REMHFWLYHV�LQ�WKH�PHGLXP�DQG�ORQJ�WHUP��LQWHUPHGLDWH�VWHSV�ZLOO�DLP�DW�VLPSOLI\LQJ�WKH�GLV�
EXUVHPHQW�RI�WKH�H[WHUQDO�IXQGV�

,GHQWLI\LQJ�WKHVH�LQWHUPHGLDWH�VWHSV�ZLOO�FRQVWLWXWH�DQ�LPSRUWDQW�WDVN�LQ�WKH�IRUPXODWLRQ�RI�WKH�36,��,Q�JHQHUDO
HIIRUWV�LQ�WKLV�DUHD�ZLOO�VHHN�WR�

♦ KDUPRQLVH�WKH�GLVEXUVHPHQW�DQG�SURFXUHPHQW�URXWLQHV�RI�WKH�GLIIHUHQW�GRQRUV��DQG

♦ HVWDEOLVK�VWDQGDUGLVHG�URXWLQHV�IRU�UHSRUWLQJ��ZKHWKHU�IURP�WKH�GRQRUV�WR�WKH�JRYHUQPHQW�FRQFHUQLQJ�GLV�
EXUVHPHQWV��RU�IURP�WKH�JRYHUQPHQW�WR�WKH�GRQRUV�RQ�WKH�UHFHLSW�DQG�XVH�RI�IXQGVµ�

7KLV�TXRWDWLRQ�QRW�RQO\�UHYHDOV�D�KLJK�OHYHO�RI�DZDUHQHVV�RI�WKH�SUHVHQW�VWDWXV�RI�SXEOLF�ILQDQFLDO
PDQDJHPHQW�V\VWHPV�LQ�0R]DPELTXH��EXW�DOVR�SRLQWV�WR�WKH�QHFHVVLW\�RI�GRQRUV·�DGKHUHQFH�WR
FRPPRQ�SODQQLQJ��DFFRXQWLQJ��GLVEXUVHPHQW�DQG�DXWKRULVDWLRQ�URXWLQHV�RI�H[WHUQDO�VXSSRUW�WR
6:$36��,Q�DGGLWLRQ�WKHVH�URXWLQHV�VKRXOG�WR�WKH�H[WHQW�SRVVLEOH�EH�LQWHJUDWHG�ZLWK�QDWLRQDO
V\VWHPV�

7KHUH�LV�DQ�REYLRXV�ULVN�WKDW�OLPLWDWLRQV�IURP�SUHYLRXV�SURMHFW�VXSSRUW�DQG�FR�RSHUDWLRQ�SURFH�
GXUHV�DUH�LQKHULWHG�LQWR�6:$36�LI�GRQRUV�GR�QRW�FR�RUGLQDWH�DQG�LQWHJUDWH�ZLWK�QDWLRQDO�URX�
WLQHV�LQ�WKH�IXQGLQJ�SURFHGXUHV�RI�VHFWRU�SURJUDPPHV��7R�DYRLG�WKH�DEVRUSWLRQ�RI�VFDUFH�FRP�
SHWHQFH�DW�FR�RSHUDWLQJ�LQVWLWXWLRQV��DQG�HTXDOO\�WR�DYRLG�WKDW�KXPDQ�UHVRXUFHV�ZLOO�EH�XQDEOH
WR�SDUWLFLSDWH�LQ�WKH�GHYHORSPHQW�RI�PRUH�VRSKLVWLFDWHG�QDWLRQDO�DQG�JHQHUDO�V\VWHPV��GRQRUV
PXVW�FR�RUGLQDWH�LQ�WKHVH�URXWLQHV�DQG�DOVR�UHIUDLQ�WR�DVN�RI�WRR�PXFK�VRSKLVWLFDWHG�DFFRXQWLQJ
LQIRUPDWLRQ�LQ�WKH�LQWHUPHGLDWH�SHULRG��7KH�FRQWLQXHG�SURJUHVV�RI�WKH�07()�LV�FORVHO\�OLQNHG
WR�WKH�HVWDEOLVKPHQW�RI�WKHVH�FRPPRQ�URXWLQHV�EHWZHHQ�03)��VHFWRUV�DQG�GRQRUV�

,Q�0R]DPELTXH�RQ�JRLQJ�6:$3�SURFHVVHV�DQG�GLVFXVVLRQV�RQ�FR�RUGLQDWHG�IXQGLQJ�RI�VHFWRU
SURJUDPV�KDYH�UHDFKHG�D�SRLQW�WKDW�ZLOO�PDNH�LW�SRVVLEOH�WR�GHYHORS�D�SODQQLQJ�DQG�GLVEXUVH�
PHQW�PRGHO�WKDW�SDUWO\�LQWHJUDWHV�ZLWK�QDWLRQDO�ILQDQFLDO�PDQDJHPHQW�V\VWHPV�

7KURXJK�WKH�352$*5,�SURFHVV�DW�WKH�0LQLVWU\�RI�$JULFXOWXUH�D�SURSRVDO�RQ�ILQDQFLDO�PDQ�
DJHPHQW�VWUXFWXUHV�LQ�WKLV�VHFWRU�SURJUDPPH�KDV�EHHQ�SUHVHQWHG��7KRXJK�QRW�\HW�GHFLGHG�DQG
ZLWK�WHFKQLFDO�IHDWXUHV�VWLOO�WR�EH�GLVFXVVHG��WKLV�SURSRVDO�LV�EXLOW�RQ�IDU�UHDFKLQJ�LQWHJUDWLRQ�ZLWK
QDWLRQDO�V\VWHPV��7KH�SRLQW�RI�GHSDUWXUH�IRU�WKLV�SURSRVDO�LV�WKDW�DOO�GRQRUV�LQYROYHG�DUH�WR�DJUHH
RQ�WKH�VWUXFWXUH�RI�WKH�ILQDQFLDO�PDQDJHPHQW�LQWHJUDWLRQ�

3UHVHQW�FDSDFLWLHV�DQG�V\VWHP�VWUXFWXUHV�DW�WKH�03)�SUHVXSSRVH�WKDW�ILQDQFLDO�PDQDJHPHQW�SUR�
FHGXUHV�ZLWKLQ�GLIIHUHQW�6:$3�DJUHHPHQWV�DUH�FR�RUGLQDWHG�DQG�IROORZ�FRPPRQ�URXWLQHV��7KH
ILQDO�IRUPXODWLRQ�RI�WKH�352$*5,�SURJUDPPH�ZLOO�DQG�VKRXOG�WKHUHIRUH�DIIHFW�DOO�IROORZLQJ
SURJUDPPHV��7KLV�LQFUHDVHV�WKH�LPSRUWDQFH�RI�WKH�GHFLGHG�VWUXFWXUH�DQG�WKH�IHDWXUHV�RI�WKH�IL�
QDQFLDO�PDQDJHPHQW�V\VWHP�RI�WKLV�SURJUDPPH�
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&RPPRQ�UHSRUWLQJ�DQG�GLVEXUVHPHQW�URXWLQHV�EHWZHHQ�GLIIHUHQW�VHFWRU�SURJUDPPHV�ZLOO�KRZ�
HYHU�QRW�EH�VXIILFLHQW��7KH�ODFN�RI�SROLWLFDO�SUHVHQFH�LQ�WKH�07()�SURFHVV�DQG�LWV�OLQNDJHV�WR
6:$3�SURJUDPPHV��DQG�WKH�OLPLWHG�UHVRXUFHV�DW�WKH�03)�WR�PDQDJH�WKLV�SURFHVV��LQGLFDWH�WKDW
H[WHUQDO�VXSSRUW�DQG�JHQHUDO�GRQRU�HQJDJHPHQW�ZLOO�EH�QHFHVVDU\��&XUUHQW�'),'�VXSSRUW�WR�WKH
WHFKQLFDO�HVWDEOLVKPHQW�RI�D�6HFWRU�3URJUDPPH�8QLW�DW�WKH�0LQLVWU\�VKRXOG�EH�H[WHQGHG�WR�DOVR
LQFOXGH�SROLF\�LVVXHV�LQ�WKH�07()�SURFHVV�

$SDUW�IURP�WKH�LQWURGXFWLRQ�RI�6:$36�WKHUH�DUH�DOVR�RWKHU�JRRG�UHDVRQV�IRU�GRQRUV�WR�SDUWLFL�
SDWH�PRUH�DFWLYHO\�LQ�WKH�HODERUDWLRQ�RI�WKH�07()�DQG�LWV�SODQQLQJ�SURFHGXUHV��'RPHVWLF�FRQ�
WULEXWLRQ�WR�6:$3�IXQGLQJ�LV�WR�D�ODUJH�H[WHQW�ILQDQFHG�WKURXJK�FRXQWHU�YDOXH�IXQGV��RULJLQDOO\
GLVEXUVHG�DV�PDFUR�ILQDQFLDO�VXSSRUW��7KLV�ZRXOG�LQGLFDWH�WKDW�WKH�IXOILOPHQW�RI�D�VHFWRU�SUR�
JUDPPH�LV�GHSHQGHQW�RQ�GRQRU�DVVHVVPHQWV�RI�WKH�UHDVRQV�IRU�FRQWLQXHG�PDFUR�VXSSRUW�²�PR�
WLYHV�WKDW�FRXOG�GLIIHU�VXEVWDQWLDOO\�IURP�WKRVH�JXLGLQJ�WKH�HQJDJHPHQW�LQ�D�VHFWRU�VXSSRUW��7KH
SUHVHQW�ZHDNQHVVHV�LQ�LQWHUQDO�RYHUDOO�JXLGDQFH�WR�WKLV�SURFHVV�IXUWKHU�HPSKDVLVH�WKH�QHHG�IRU
DFWLYH�GRQRU�SDUWLFLSDWLRQ�LQ�WKH�07()�SURFHVV��:LWKRXW�WKLV�LQFUHDVHG�GRQRU�SUHVHQFH�DQG
LQYROYHPHQW�WKHUH�ZLOO�EH�OLPLWHG�VFRSH�IRU�WKH�03)�WR�LQWHJUDWH�DQG�LQWHUQDOLVH�FXUUHQW�H[WHUQDO
HFRQRPLF�DQG�ILQDQFLDO�DQDO\VHV�DQG�SURMHFWLRQV�SUHVHQWHG�E\�WKH�,0)�DQG�WKH�:RUOG�%DQN�WR
VXSSRUW�WKH�EXGJHW�SURFHVV�

&RQWLQXHG�DQG�SRVVLEO\�DOVR�H[WHQGHG�VXSSRUW�WR�WKH�HODERUDWLRQ�RI�PDFURHFRQRPLF�PRGHOV
OLQNHG�WR�07()�SURMHFWLRQV�LV�DOVR�UHFRPPHQGHG��7KH�RQ�JRLQJ�GHYHORSPHQW�RI�SUHVHQW�PDFUR
PRGHOV��EDVHG�RQ�H[SDWULDWH�SDUWLFLSDWLRQ��VKRXOG�²�GHVSLWH�ZHDNQHVVHV�²�FRQWLQXH�DQG�QRW�EH
VXEVWLWXWHG�WKURXJK�WKH�LQWURGXFWLRQ�RI�H[LVWLQJ�H[WHUQDO�PRGHOV��)XUWKHU��FXUUHQW�PDFUR�UHYH�
QXH�SURMHFWLRQV�KDYH�WR�EH�VXSSOHPHQWHG�ZLWK�SURMHFWLRQV�RI�DFWXDO�UHYHQXH�FROOHFWLRQ��7KH�SRV�
VLELOLWLHV�RI�GRPHVWLF�UHVRXUFH�PRELOLVDWLRQ�UHODWLQJ�WR�VHFWRU�SURJUDP�IXQGLQJ�DUH�FUXFLDO��6L�
PXOWDQHRXVO\��LW�LV�HYLGHQW�WKDW�WKHUH�LV�D�GLYHUJHQFH�EHWZHHQ�WKH�UHYHQXH�SURMHFWLRQ�WKDW�LV�IRU�
PXODWHG�WKURXJK�PDFUR�PRGHOV�DQG�DFWXDO�UHYHQXH�FROOHFWHG��7KH�ODWWHU�LV�GHSHQGHQW�RQ�WKH
VWDQGDUGV�RI�WD[�DXWKRULWLHV�DQG�FRQWURO�PHFKDQLVPV�LQ�WKLV�V\VWHP��,PSURYHPHQW�RI�DQG
VXVWDLQDELOLW\�LQ�WKH�WD[�UHYHQXH�V\VWHP�DUH�GHSHQGHQW�RQ�D�QXPEHU�RI�IDFWRUV�QRW�EHLQJ�DQD�
O\VHG�LQ�WKLV�UHSRUW�

6IGSQQIRHEXMSR��
'RQRUV�VKRXOG�UHSRUW�RQ�D�FRPSXOVRU\�EDVLV�WR�WKH�03)��07()�SURFHVV�RQ�DOO�QHZ�ILQDQFLDO
LQIORZV�WKDW�FRXOG�EH�GHILQHG�DV�DQ�DFWLYLW\�WKDW�QRUPDOO\�VKRXOG�EH�IXQGHG�WKURXJK�WKH�6WDWH
%XGJHW��$W�WKH�VDPH�WLPH�03)�VKRXOG�SUHVHQW�UHSRUWLQJ�SURFHGXUHV�WR�WKH�GRQRUV�WKDW�PDNHV
WKLV�SRVVLEOH�DQG�D�URXWLQH�

6IGSQQIRHEXMSR���
07()�DQG�EXGJHW�SURMHFWLRQV�VKRXOG�EH�EDVHG�RQ�*RYHUQPHQW�SULRULWLHV�EHWZHHQ�VHFWRUV��3UHV�
HQW�GRQRU�VXSSRUW�WR�WKH�LQWURGXFWLRQ�RI�6:$3�SURJUDPPHV�DQG�VHFWRU�SURJUDPPH�IXQGLQ�
VKRXOG�EH�H[WHQGHG�WR�LQFOXGH�WKH�07()�SURFHVV�DQG�SROLF\�LVVXHV�OLQNHG�WR�WKLV�SURFHVV��'),'
VKRXOG�EH�WKH�OHDGLQJ�GRQRU�DJHQF\�LQ�WKH�IRUPXODWLRQ�RI�WKLV�H[WHQGHG�VXSSRUW�

6IGSQQIRHEXMSR���
'RQRUV��03)�DQG�FRQFHUQHG�VHFWRU�PLQLVWULHV�VKRXOG�DJUHH�RQ�FRPPRQ�GLVEXUVHPHQW�DQG�UH�
SRUWLQJ�URXWLQHV�UHODWHG�WR�6:$3�IXQGLQJ��$OO�HIIRUWV�WR�LQWHJUDWH�ZLWK�QDWLRQDO�V\VWHPV�VKRXOG
EH�PDGH��PDWFKLQJ�6:$3�IXQGLQJ�ZLWK�VXSSRUW�WR�FDSDFLW\�EXLOGLQJ�DW�FRQFHUQHG�LQVWLWXWLRQV�
7KLV�FDOOV�IRU�LQWHJUDWLRQ�RI�LQIRUPDWLRQ�IORZV�EHWZHHQ�VHFWRUV�FRQFHUQLQJ�RQ�JRLQJ�IRUPXODWLRQ
ZRUN�UHODWHG�WR�VHFWRU�SURJUDPPHV�
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6IGSQQIRHEXMSR���
7KH�07()�WHDP��DV�SDUW�RI�LWV�FR�RUGLQDWLRQ�UROH�LQ�6:$36��PXVW�GHYHORS�D�FRPPRQ
IRUPDW�EDVLV�IRU�VHFWRU�VWUDWHJ\�SODQV�DQG�D�SHUIRUPDQFH�PHDVXUHPHQW�V\VWHP�

6IGSQQIRHEXMSR���
5HYHQXH�SURMHFWLRQV�VKRXOG�EH�VXSSOHPHQWHG�ZLWK�VWDWLVWLFV�RI�DFWXDO�UHYHQXH�FROOHFWLRQ�LQWUR�
GXFHG�LQ�GLVFXVVLRQV�RQ�WKH�SRVVLELOLWLHV�RI�GRPHVWLF�UHVRXUFH�PRELOLVDWLRQ�DV�SDUW�RI�DQ�DJUHH�
PHQW�FRQFHUQLQJ�D�6:$3�SURJUDPPH�

6IGSQQIRHEXMSR���
7KH�(FRQRPLF�DQG�6RFLDO�3ODQ�WKDW�LV�OLQNHG�WR�WKH�DQQXDO�EXGJHW�VKRXOG�EH�SUHVHQWHG�DV�D
GRFXPHQW�FRYHULQJ�D�PXOWL\HDU�SHULRG��WKHUHE\�PDNLQJ�LW�SRVVLEOH�WR�OLQN�WKLV�NLQG�RI�SODQQLQJ
WR�WKH�07()�DQG�DW�WKH�VDPH�WLPH�YLVXDOLVLQJ�WUHQGV�PHDVXUHG�WKURXJK�WKH�HFRQRPLF�DQG�VRFLDO
LQGLFDWRUV�SUHVHQWHG�LQ�WKH�SODQ�

8LI�+SZIVRQIRX�%GGSYRXMRK�ERH�8VIEWYV]�7]WXIQ

'HYHORSPHQW�SDUWQHUV�KDYH�NQRZQ�IRU�VRPH�WLPH�WKDW�WKH�DFFRXQWLQJ�DQG�EXGJHW�V\VWHPV�XVHG
E\�WKH�*RYHUQPHQW�RI�0R]DPELTXH�GR�PHHW�DFFHSWDEOH�VWDQGDUGV��VHW�E\�LQWHUQDWLRQDO�ERGLHV
VXFK�DV�,)$&�DQG�,1726$,��7KH�����-'5�PLVVLRQ�KDG�DV�D�NH\�REMHFWLYH�WR�GHWHUPLQH�WKH
SURJUHVV�WKH�*RYHUQPHQW�KDV�PDGH�LQ�LPSURYLQJ�VWDQGDUGV��)RU�UHDVRQV�ERWK�RI�WLPH�DQG�VLJ�
QLILFDQFH��WKH�PLVVLRQ�KDV�FRQFHQWUDWHG�RQ��

• $FFRXQWLQJ�IRU�RII�EXGJHW�UHYHQXHV�DQG�LQ�SDUWLFXODU�FRXQWHU�YDOXH�IXQGV��JHQHUDWHG
WKURXJK�YDULRXV�IRUPV�RI�ILQDQFLDO�VXSSRUW

• $FFRXQWLQJ�IRU�WKH�6WDWH�%XGJHW�([SHQGLWXUHV��%XGJHW�([HFXWLRQ�

• $FFRXQWLQJ�IRU�GHYHORSPHQW�SDUWQHU�IXQGV��SDUWLFXODUO\�WKRVH�JLYHQ�DW�VHFWRU�OHYHO�

%��%GGSYRXMRK�JSV�GSYRXIV�ZEPYI�JYRHW
&RXQWHU�YDOXH�IXQGV�DUH�IXQGV�JHQHUDWHG�LQ�ORFDO�FXUUHQF\��0HWLFDO��E\�D�QXPEHU�RI�GLIIHUHQW
ILQDQFLDO�VXSSRUW�SDFNDJHV�SDLG�LQ�IRUHLJQ�FXUUHQF\��7KH�PRVW�VLJQLILFDQW�RI�WKHVH�DUH�

�� 0RQH\�PDUNHW�WUDQVDFWLRQV��ZKHUH�IRUHLJQ�FXUUHQF\�LV�DXFWLRQHG�RII�WKURXJK�WKH�FRPPHU�
FLDO�EDQNLQJ�V\VWHP�WR�LPSRUWHUV��ZKR�SD\�WKH�FRXQWHU�YDOXH��,PSRUWHUV�FDQ�XVH�WKH�IRUH[�
VXEMHFW�RQO\�WR�WKH�UHVWULFWLRQV�RI�WKH�QHJDWLYH�OLVW�DQG�SURFXUHPHQW�SURFHGXUHV�
�$V�GLVFXVVHG�EHIRUH��WKLV�PRGHO�LV�FXUUHQWO\�EHLQJ�UHYLVHG�DQG�VKRXOG�EH�VWUHDPOLQHG��

�� 7UDGLWLRQDO�LPSRUW�VXSSRUW��ZKHUH�IRUHLJQ�H[FKDQJH�LV�RQO\�SDLG�RQ�VSHFLILF�DFWXDO�LQYRLFHV�

�� )RRG�DLG��ZKHUH�GRQDWHG�IRRG�UHSODFHV�WKH�IRUH[��EXW�WKH�GRPHVWLF�SXUFKDVHU�SD\V�FRQWHU�
YDOXH�IXQGV�IRU�WKH�IRRG�

�� 5HWURFHVVLRQDO�DJUHHPHQWV��ZKLFK�DOORZ�VWDWH�FRPSDQLHV�DFFHVV�WR�IRUH[�IRU�FDSLWDO�JRRGV�
DQG�DOORZV�WKHP�WR�SD\�EDFN�WKH�FRXQWHU�YDOXH�RYHU��²��\HDUV

�� 'UXJV�DQG�PHGLFLQHV�VXSSRUW��ZKHUH�IRUH[�LV�DOORFDWHG�WR�0HGLPRF��WKH�VWDWH�FRPSDQ\�UH�
VSRQVLEOH�IRU�GUXJV�DQG�PHGLFLQHV�SXUFKDVHV��,W�GRHV�QRW�SD\�FRXQWHU�YDOXH�DOWKRXJK�WKH
YDOXH�RI�WKH�WUDQVDFWLRQ�LQ�0HWLFDLV�LV�UHFRUGHG�WKURXJK�D�´7LWURµ��MRXUQDO��LQ�WKH�FRXQWHU�
YDOXH�DFFRXQW�
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7KHUH�DUH�D�IHZ�FRXQWHU�YDOXH�DFFRXQWV�EXW�E\�IDU�WKH�ODUJHVW�DQG�PRVW�VLJQLILFDQW�LV�WKH�0%����
$�'HSDUWPHQW�RI�&RXQWHU�YDOXH�)XQGV�ZDV�HVWDEOLVKHG�LQ�WKH�7UHDVXU\�LQ�WKH�03)�LQ�$SULO
������DQG�ZLWK�WKH�DVVLVWDQFH�RI�DQ�(8�IXQGHG�SURMHFW��KDV�HVWDEOLVKHG�D�GHWDLOHG�WUDFNLQJ�V\V�
WHP�WR�UHFRUG�FRXQWHU�YDOXH�SD\PHQWV��)XQGV�DUH�WUDFHG�IURP�WKH�VLJQLQJ�RI�WKH�RULJLQDO�DJUHH�
PHQW�WKURXJK�WR�WKH�UHFRUGLQJ�RI�WKH�FRXQWHU�YDOXH�LQ�WKH�0%����DQG�RWKHU�DFFRXQWV��DQG�VXE�
VHTXHQW�RQ�ZDUG�WUDQVPLVVLRQ�WR�WKH�&HQWUDO�7UHDVXU\�DFFRXQW�

$OWKRXJK�WKH�'HSDUWPHQW�RI�&RXQWHU�YDOXH�)XQGV�KDV�PDGH�D�ORW�RI�SURJUHVV��WKH�V\VWHP�VWLOO
KDV�WKH�IROORZLQJ�VLJQLILFDQW�ORRSKROHV�

�� 7KH�'HSDUWPHQW�LV�QRW�DOORZHG�DFFHVV�WR�WKH�EDQN�VWDWHPHQWV�IRU�WKH�IRUH[�DFFRXQW�DQG�LV
WKHUHIRUH�XQDEOH�WR�XQGHUWDNH�D�UHFRQFLOLDWLRQ�EHWZHHQ�WKDW�DQG�WKH�0%���RWKHU�FRXQWHU�
YDOXH�DFFRXQWV��7KLV�PHDQV�WKDW�DJUHHPHQWV�WKDW�KDYH�QRW�EHHQ�QRWLILHG�WR�WKH�GHSDUWPHQW�
DV�ZHOO�DV�LQWHUHVW�UHFHLSWV�RQ�IRUH[�IXQGV��FDQQRW�EH�DFFRXQWHG�IRU�

�� $OWKRXJK�WKH�'HSDUWPHQW�FDQ�GR�D�EDQN�UHFRQFLOLDWLRQ�RI�WKH�0%���DQG�RWKHU�FRXQWHU�
YDOXH�IXQGV��LWV�UHPLW�GRHV�QRW�H[WHQG�WR�H[DPLQLQJ�WKH�IORZV�RI�FRXQWHU�YDOXH�IXQGV�LQWR�WKH
&HQWUDO�7UHDVXU\�DFFRXQW�V��DQG�LWV�VXEVHTXHQW�DSSOLFDWLRQV��LQ�ILQDQFLQJ�WKH�VWDWH�EXGJHW�RU
RWKHUZLVH��

�� 7KH�'HSDUWPHQW�GRHV�QRW�PDNH�LWV�UHSRUW�SXEOLF�DOORZLQJ�GHYHORSPHQW�SDUWQHUV�WR�WUDFN�WKH
JHQHUDO�OHYHO�RI�FRXQWHU�YDOXH�IXQGV�JHQHUDWHG�

7KHVH�ORRSKROHV�PHDQ�WKDW�WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�ILQDQFLDO�VXSSRUW�PDGH�DYDLODEOH�DV
EXGJHW�VXSSRUW�LV�EHLQJ�ZKROO\�XVHG�WR�VXSSRUW�JRYHUQPHQW�EXGJHWDU\�H[SHQGLWXUHV�LQ�WKH�ZD\
LQWHQGHG�

7KHUH�DUH�WZR�RWKHU�SRLQWV�WKDW�VKRXOG�EH�PHQWLRQHG��)LUVW�WKH�FXUUHQW�(8�SURMHFW�DW�WKH�'H�
SDUWPHQW�RI�&RXQWHU�YDOXH�)XQGV�LV�HQGLQJ�DW�WKH�HQG�RI�)HEUXDU\�������$OWKRXJK�LW�LV�LQWHQGHG
WR�FRPPHQFH�D�VHFRQG�SKDVH�RI�VXSSRUW��WKHUH�LV�OLNHO\�WR�EH�D�OHQJWK\�LQWHUYDO�EHWZHHQ�WKH�WZR
SKDVHV��$W�WKH�SUHVHQW�WLPH��QR�WUDQVLWLRQDO�DUUDQJHPHQWV�DUH�LQ�SODFH�DQG�WKHUHIRUH�WKHUH�LV�D
GDQJHU��GHVSLWH�WKH�WUDLQLQJ�RI�FRXQWHUSDUW�VWDII��WKDW�WKH�SUHVHQW�V\VWHP�PD\�EHFRPH�OHVV�HIIL�
FLHQW�LQ�WKLV�SHULRG�

6HFRQG��WKH�FRXQWHU�YDOXH�IXQGV�DUH�WUHDWHG�ZLWKLQ�WKH�*RYHUQPHQW�6\VWHP�DV�D�VRXUFH�RI
ILQDQFH��QRW�D�VRXUFH�RI�UHYHQXH��$V�VXFK�WKH\�DUH�QRW�VXEMHFW�WR�WKH�VDPH�FKHFNV�DQG�FRQWUROV
�KRZHYHU�LQDGHTXDWH��WR�UHYHQXHV�WKDW�DUH�FROOHFWHG�WKURXJK�WKH�WD[�V\VWHP�

6IGSQQIRHEXMSR���
7UDQVLWLRQDO�$UUDQJHPHQWV�IRU�FRQWLQXHG�WHFKQLFDO�DVVLVWDQFH�WR�WKH�'HSDUWPHQW�RI�&RXQWHU�
YDOXH�IXQGV�PXVW�EH�DJUHHG�ZLWK�*20�DQG�SXW�LQ�SODFH�EHIRUH�WKH�HQG�RI�0DUFK�������7KLV
LV�DQ�LPPHGLDWH�SULRULW\�

6IGSQQIRHEXMSR���
7KH�*20�VKRXOG�EH�DVNHG�WR�SURYLGH�WR�GHYHORSPHQW�SDUWQHUV�D�GHWDLOHG�UHFRQFLOLDWLRQ�RI
LWV�FRXQWHU�YDOXH�DVVXPSWLRQV�FRQWDLQHG�LQ�WKH�6WDWH�EXGJHW�ZLWK�NQRZQ�RU�H[SHFWHG�ILQDQ�
FLDO�EXGJHW�VXSSRUW�DJUHHPHQWV�E\�WKH�VWDUW�RI�HDFK�QHZ�EXGJHW�\HDU�

6IGSQQIRHEXMSR���
$�VWXG\�VKRXOG�EH�FRPPLVVLRQHG�WR�H[DPLQH�IXUWKHU�DVVLVWDQFH��LQ�DGGLWLRQ�WR�WKH�QHZ�(8�
SURMHFW��QHFHVVDU\�IRU�WKH�GHYHORSPHQW�RI�D�VRXQG�DQG�FRPSUHKHQVLYH�SD\PHQWV�V\VWHP��7KLV
UHFRPPHQGDWLRQ�LV�FRQVLGHUHG�DV�RQH�RI�WKH�WRS�SULRULWLHV�RI�UHFRPPHQGDWLRQV�SUHVHQWHG�LQ
WKLV�UHSRUW�
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&��8LI�&YHKIX�)\IGYXMSR�7]WXIQ
�$QQH[���SURYLGHV�PRUH�LQIRUPDWLRQ�RQ�WKH�*RYHUQPHQW�$FFRXQWLQJ�6\VWHP�

%XGJHW�([HFXWLRQ
2YHU�WKH�SDVW�IRXU�\HDUV�D�PDMRU�DWWHPSW�KDV�EHHQ�PDGH��ZLWK�WKH�KHOS�RI�D�6ZHGLVK�SURMHFW�
WR�GHYHORS�DQ�DXGLWDEOH�DFFRXQWLQJ�V\VWHP��7KH�NH\�VWDUWLQJ�SRLQW�IRU�WKLV�V\VWHP�ZDV�WR�

• SURYLGH�D�VLPSOH�EXW�IOH[LEOH�FODVVLILFDWLRQ�V\VWHP�IRU�LQFRPH�DQG�H[SHQGLWXUH��RWKHUZLVH
NQRZQ�DV�D�&KDUW�RI�$FFRXQWV��

• GHYHORS�WKH�EXGJHW�IRU������DQG������RQ�WKDW�FODVVLILFDWLRQ��DQG

• GHVLJQ�VLPSOH�FRPSXWHULVHG�DFFRXQWLQJ�V\VWHPV�WR�FRQVROLGDWH�WKH�H[SHQGLWXUH�UHSRUWV

,QIRUPDWLRQ�RQ�H[SHQGLWXUH�VKRXOG�EH�DYDLODEOH�IURP�WZR�VRXUFHV�²�WKH�03)�DQG�WKH�LQGLYLGXDO
VHFWRU�PLQLVWULHV��7KH�03)�LV�UHVSRQVLEOH�IRU�SURGXFLQJ�WKH�VWDWXWRU\�DFFRXQWV��ZKHUHDV�WKH
VHFWRU�PLQLVWULHV�SURGXFH�H[SHQGLWXUH�UHSRUWV�RQ�D�PHPRUDQGXP�EDVLV�IRU�XVH�E\�LQWHUQDO�PDQ�
DJHPHQW��7KLV�LQIRUPDWLRQ�VKRXOG��LQ�WKHRU\��DJUHH�ZLWK�WKDW�DYDLODEOH�WR�WKH�03)��EXW�PD\�LQ
SUDFWLFH�GLIIHU�GXH�WR�PLVVLQJ�UHWXUQV��FDOFXODWLRQ�HUURUV��LPSURSHUO\�YRXFKHG�H[SHQGLWXUH�HWF�
3URYLQFHV�DUH�DOVR�SUHVHQWLQJ�LQIRUPDWLRQ�WR�ERWK�0)3�DQG�VHFWRU�PLQLVWULHV�

:H�EHOLHYH�WKDW�OLQH�PLQLVWULHV�DUH�SURGXFLQJ�H[SHQGLWXUH�UHSRUWV��:H�ZHUH�LQIRUPHG�E\�WKH
WHDP�OHDGHU�RI�WKH�6ZHGLVK�DFFRXQWLQJ�SURMHFW�WKDW�FRQVROLGDWHG�TXDUWHUO\�UHWXUQV��DW�OHDVW�XS�WR
6HSWHPEHU�������KDYH�EHHQ�SURGXFHG�E\�WKH�'HSDUWPHQW�RI�%XGJHW�DQG�VXEPLWWHG�WR�WKH�1D�
WLRQDO�$VVHPEO\�

8QIRUWXQDWHO\�WKH�03)�KDV�SURGXFHG�QR�FRQVROLGDWHG�ILQDQFLDO�LQIRUPDWLRQ�JRYHUQPHQW�ZLGH
IRU�DQ\�SHULRG�GXULQJ�������,W�DSSHDUV�WKDW�WKLV�ZDV�EHFDXVH�UHWXUQV�ZHUH�PLVVLQJ�IRU�D�IHZ
SURYLQFHV��(YHQ�LI�WKLV�RQO\�D�VPDOO�SUREOHP��LW�QHHGV�WR�EH�WDFNOHG�EHIRUH�EDFNORJV�JURZ�WRR
ODUJH�WR�HDVLO\�FDWFK�XS��7KLV�PD\�LQYROYH�DGGLWLRQDO�WDUJHWHG�WUDLQLQJ�DQG�ILUP�PDQDJHPHQW
DFWLRQ�

)XUWKHUPRUH��HYHQ�WKH�DEVHQFH�RI�VXFK�UHWXUQV�VKRXOG�QRW�GHOD\�WKH�FRQVROLGDWLRQ�RI�UHWXUQV�DV
IDU�DV�SRVVLEOH��5HJXODU�GHDGOLQHV�QHHG�WR�EH�VHW�IRU�PRQWKO\�FRQVROLGDWLRQ��DV�SDUW�RI�WKH�GHYHO�
RSPHQW�RI�DFFRXQWLQJ�GLVFLSOLQHV�ZLWKLQ�WKH�03)��:H�ZHUH�GLVPD\HG�WR�EH�LQIRUPHG�WKDW�WKH
OLNHO\�FRQVHTXHQFH�RI�PLVVLQJ�UHWXUQV�ZRXOG�EH�WKDW�WKH�6WDWH�*HQHUDO�$FFRXQW�ZRXOG�QRW�EH
FORVHG��:H�ZHUH�DGYLVHG�WKDW�RIILFLDOV�ZRXOG�UDWKHU�SUHIHU�WR�PLVV�WKH�OHJDO�GHDGOLQH�IRU�QRW
FORVLQJ�WKH�DFFRXQWV��WKDQ�DFWXDOO\�PDNLQJ�HUURUV�LQ�WKH�DFFRXQWV�WKHPVHOYHV�

%HFDXVH�WKH�JRYHUQPHQW�DFFRXQWV�DUH�SUHSDUHG�RQ�D�VLQJOH�HQWU\�FDVK�EDVLV��WKHUH�LV�QR�VFRSH�IRU
PDNLQJ�SULRU�\HDU�DGMXVWPHQWV�WKDW�DUH�SRVVLEOH�XQGHU�RWKHU�DFFRXQWLQJ�PRGHOV��7KHUH�LV�KRZ�
HYHU��EH�VFRSH�WR�GHGXFW�LQ�VXEVHTXHQW�EXGJHW�\HDUV��DPRXQWV�LQ�UHVSHFW�RI�QRQ�YRXFKHG�RU�LP�
SURSHU�H[SHQGLWXUH�IURP�FDVK�UHOHDVHV�DV�D�GLVFLSOLQH�WR�VSHQGLQJ�DJHQFLHV

&DVK�IORZV
$V�LQGLFDWHG�DERYH��DQ�LQLWLDO�FDVK�DGYDQFH�RI������VKRXOG�EH�SD\DEOH�ZLWKLQ�WKH�ILUVW�WZR
PRQWKV�RI�WKH�\HDU��2XU�LQYHVWLJDWLRQV�LQ�RQH�SURYLQFLDO�GHSDUWPHQW�VXJJHVWHG�WKDW�WKH�DGYDQFH
ZDV�QRW�SDLG�XQWLO�WKH�HQG�RI�0DUFK��DQG�WKHQ�ZDV�QRW�FOHDUHG�IRU�DQRWKHU�ZHHN�EHFDXVH�RI
GHOD\V�LQ�WKH�EDQNLQJ�V\VWHP�

$V�D�UHVXOW�WKH�GHSDUWPHQW�OLYHG�RQ�D�´KDQG�WR�PRXWKµ�H[LVWHQFH�IRU�WKUHH�PRQWKV�ERUURZLQJ
IURP�RWKHU�VRXUFHV��QRWDEO\�UHFHLSWV��WR�SD\�HVVHQWLDO�ELOOV��:H�DUH�XQFOHDU�DV�WR�KRZ�ZLGHVSUHDG
WKLV�SUREOHP�LV��DOWKRXJK�LW�LV�OLNHO\�WR�EH�PRUH�FRPPRQ�LQ�WKH�SURYLQFHV�
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5HLPEXUVHPHQW�RI�WKH�DGYDQFH�ZDV�WKHQ�OLPLWHG�WR������RI�WKH�EXGJHW�SHU�PRQWK��ZLWK�WKH�ILQDO
UHLPEXUVHPHQW�FODLP�VXEPLWWHG�DW�WKH�HQG�RI�'HFHPEHU��7KLV�HIIHFWLYHO\�PDGH�LW�LPSRVVLEOH�WR
FODLP�UHLPEXUVHPHQW�RI�������WKH�RULJLQDO�DGYDQFH���:H�DUH�QRW�VXUH�LI�WKLV�IDLOXUH�WR�SHUPLW
UHLPEXUVHPHQW�RI�WKLV�VXP�ZDV�GXH�WR�D�ODFN�RI�FDVK��RU�D�ODFN�RI�XQGHUVWDQGLQJ�RQ�EHKDOI�RI
HLWKHU�WKH�SURYLVLRQDO�OLQH�PLQLVWU\�RU�WKH�'33)�

,QYHVWPHQW�FDVK�IORZV�ZHUH�SURYLGHG�RQ�DQ�LUUHJXODU�EDVLV�GXULQJ�WKH�\HDU��+RZHYHU��LQ�2FWR�
EHU�������DSSURYDO�ZDV�ZLWKGUDZQ�IURP�D�QXPEHU�RI�SURYLQFLDO�SURMHFWV��LQ�RUGHU�WR�IXQG�FHQ�
WUDO�SURMHFWV��7KXV�DQ\�H[SHQGLWXUH�PDGH�DJDLQVW�WKHVH�SURMHFWV�ZRXOG�WHFKQLFDOO\�EHFRPH�LOOH�
JDO��DQG�VXEMHFW�WR�UHSD\PHQW�

1HZ�$FFRXQWLQJ�0RGHO
7KH�H[LVWLQJ�DFFRXQWLQJ�PRGHO�LV�EDVHG�RQ�DQ�RXW�GDWHG�VLQJOH�HQWU\�V\VWHP��,WV�UHSODFHPHQW�KDV
EHHQ�SURSRVHG�IRU�VHYHUDO�\HDUV��DQG�WHUPV�RI�UHIHUHQFH�KDYH�EHHQ�GUDIWHG�IRU�D�FRQVXOWDQW
�IXQGHG�E\�WKH�6ZHGLVK�SURMHFW��WR�SURGXFH�D�IHDVLELOLW\�VWXG\�DQG�D�SURMHFW�SODQ�IRU�D�QHZ�V\V�
WHP��$�FRQVXOWDQW�IURP�WKH�0LQLVWU\�RI�)LQDQFH�LQ�3RUWXJDO�KDV�EHHQ�LGHQWLILHG��DQG�D�UHSRUW�RQ
QH[W�VWHSV�VKRXOG�EH�DYDLODEOH�E\�WKH�HQG�RI�-XQH��,W�LV�YLWDO�WKDW�WKLV�VWXG\�LQYROYHV�NH\�VHFWRU
PLQLVWULHV�IXOO\�LQ�GUDIWLQJ�WKH�XVHU�UHTXLUHPHQWV�IRU�WKLV�V\VWHP�

&OHDUO\��LQ�WKH�ORQJHU�WHUP��LW�ZRXOG�EH�GHVLUDEOH�WR�UHSODFH�WKH�SUHVHQW�DG�KRF�V\VWHPV�ZLWK�D
PRGHUQ�FRPSUHKHQVLYH�DFFRXQWLQJ�V\VWHP��WKDW�ZRXOG�QRW�RQO\�SURGXFH�FRPSUHKHQVLYH�DFFUX�
DOV�DFFRXQWV�EXW�DOVR�WLPHO\�DQG�IOH[LEOH�PDQDJHPHQW�LQIRUPDWLRQ��:H�ZRXOG�FRXQVHO�KRZHYHU
WKDW�WKLV�LV�QR�HDV\�WDVN�DQG�VKRXOG�QRW�EH�UXVKHG��/DUJH�RUJDQLVDWLRQV�ZLWK�D�SRRO�RI�H[SHUL�
HQFHG�FRPSXWHU�OLWHUDWH�ILQDQFLDO�DQG�,7�VSHFLDOLVWV�WDNH�D�PLQLPXP�RI���\HDUV�WR�UHSODFH�DQ
H[LVWLQJ�FRPSXWHULVHG�V\VWHP��,Q�WKH�FDVH�RI�ODUJH�RUJDQLVDWLRQV�GHYHORSLQJ�FRPSXWHULVHG�V\V�
WHPV�LQ�6XE�6DKDUDQ�$IULFD��D�GHYHORSPHQW�SHULRG�RI�OHVV�WKDQ�����\HDUV�LV�QRW�UHDOLVWLF��H��J��WKH
7DQHVFR�DFFRXQWLQJ�SURMHFW�ILQDQFHG�E\�WKH�:RUOG�%DQN�����������

*20�GRHV�QRW�HYHQ�KDYH�WKH�H[SHULHQFH�RI�SHUVRQQHO�RSHUDWLQJ�GHJUDGHG�GRXEOH�HQWU\�V\VWHPV
�PDQXDO�RU�FRPSXWHULVHG���$V�ZHOO�DV�WKH�UHTXLUHPHQW�WR�GHYHORS�SURMHFW�PDQDJHPHQW�DQG�,7
VNLOOV��LW�LV�DOVR�HVVHQWLDO�WKDW�DFFRXQWLQJ�VNLOOV�DQG�GLVFLSOLQHV�DUH�EXLOW�XS�LQ�DGYDQFH�RI�DQ\�QHZ
V\VWHP��:H�EHOLHYH�WKDW�WKH�6ZHGLVK�DFFRXQWLQJ�SURMHFW�KDV�DQ�LPSRUWDQW�UROH�WR�SOD\�LQ�EXLOG�
LQJ�IDPLOLDULW\�ZLWK�DFFRXQWLQJ�URXWLQHV��DQG�FRQVLGHUDEOH�EHQHILW�ZRXOG�UHVXOW�IURP�FRQVROLGD�
WLRQ�RI�WKH�SUHVHQW�UXGLPHQWDU\�V\VWHP

6IGSQQIRHEXMSR���
'HYHORSPHQW�SDUWQHUV�VKRXOG�PDNH�WKH�FORVXUH�RI�WKH�6WDWH�*HQHUDO�$FFRXQW�LQ�DFFRU�
GDQFH�ZLWK�WKH�ODZ�D�NH\�FRQGLWLRQ�LQ�WKH�GLVEXUVHPHQW�RI�H[WHUQDO�DVVLVWDQFH�WKURXJK�WKH�*RY�
HUQPHQW�DFFRXQWLQJ�V\VWHP��&ORVXUH�RI�WKH�DFFRXQWV��DQG�WKHLU�VXEVHTXHQW�YHULILFDWLRQ�E\�H[WHU�
QDO�DXGLW��LQ�DFFRUGDQFH�ZLWK�OHJDO�GHDGOLQHV�LV�D�NH\�PHDVXUH�LQ�SURPRWLQJ�ILQDQFLDO�GLVFLSOLQH�

6IGSQQIRHEXMSR���
'HYHORSPHQW�SDUWQHUV�VKRXOG�UHTXHVW�PRQWKO\�LQIRUPDWLRQ�RQ�FDVK�UHOHDVHV�DQG�UHYHQXHV�WR�WKH
*RYHUQPHQW�EXGJHW��:H�FRQVLGHU�WKDW�FRXQWHU�YDOXH�IXQGV��ZKLFK�DUH�JHQHUDOO\�PRUH�SOHQWLIXO
DW�WKH�EHJLQQLQJ�DQG�HQG�RI�WKH�\HDU��KDYH�DQ�LPSRUWDQW�UROH�LQ�FXVKLRQLQJ�WKH�LPSDFW�RI�ORZ�WD[
FROOHFWLRQV�DW�WKH�EHJLQQLQJ�RI�HDFK�ILVFDO�\HDU�

6IGSQQIRHEXMSR���
'HYHORSPHQW�SDUWQHUV�VKRXOG�FRQVLGHU�ZKDW�DGGLWLRQDO�VFRSH�WKH\�PD\�KDYH�WR�DVVLVW�WKH�JRY�
HUQPHQW�LQ�LWV�FDVK�IORZ�PDQDJHPHQW��E\�UHOD[LQJ�WKH�UXOHV�RQ�WKH�XVH�RI�VSHFLILF�SURMHFW�DF�
FRXQWV��7KH�*RYHUQPHQW�VKRXOG�DOVR�FRQVLGHU�ZKHWKHU�LW�PLJKW�UHOD[�LWV�RZQ�SROLFLHV�RQ�WKH
VWHULOLVDWLRQ�RI�IXQGV��SDUWLFXODUO\�WKRVH�DFFUXLQJ�IURP�WKH�'HEW�$OOHYLDWLRQ�)XQG�
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6IGSQQIRHEXMSR���
'HYHORSPHQW�SDUWQHUV�VKRXOG�EH�JLYHQ�TXDUWHUO\�UHSRUWV�RQ�EXGJHW�H[HFXWLRQ��VXEPLWWHG�WR
WKH�1DWLRQDO�$VVHPEO\�E\�WKH�'LUHFWRU�RI�%XGJHW

6IGSQQIRHEXMSR���
'HYHORSPHQW�SDUWQHUV�VKRXOG�UHIUDLQ�IURP�HVWDEOLVKLQJ�VHSDUDWH�DFFRXQWLQJ�PRGHOV�LQ�VHFWRU
0LQLVWULHV�EXW�VKRXOG�VXSSRUW��ZLWK�IXQGLQJ�LI�QHFHVVDU\��WKH�GHYHORSPHQW�RI�WKH�QHZ�FHQWUDO
DFFRXQWLQJ�V\VWHP��7KLV�ZLOO�JHQHUDWH�WKH�QHFHVVDU\�IOH[LELOLW\�LQ�UHSRUWLQJ��HVSHFLDOO\�DW�VHFWRU
OHYHO��WKDW�DJHQFLHV�UHTXLUH�7KH�6ZHGLVK�SURMHFW�WHDP�VKRXOG�EH�WKH�OHDG�ERG\�IRU�FR�RUGLQDWLQJ
WHFKQLFDO�DVVLVWDQFH�LQ�WKLV�DUHD�

'��%GGSYRXMRK�JSV�(IZIPSTQIRX�4EVXRIV�*YRHW
$�ODUJH�DPRXQW�RI�H[WHUQDO�VXSSRUW�LV�FXUUHQWO\�´RII�EXGJHWµ�DQG�QRW�DFFRXQWHG�IRU�WKURXJK�WKH
*RYHUQPHQW�V\VWHP��7KLV�VXSSRUW�FRQVLVWV�RI�WKUHH�NLQGV�²�ILQDQFLDO�DVVLVWDQFH�DV�EXGJHW�VXSSRUW
�GLVFXVVHG�DERYH���SURMHFW�DLG�DQG�VHFWRU�ILQDQFLDO�VXSSRUW��7KH�ODWWHU�LV�XVXDOO\�WLHG�WR�VXSSRUW�
LQJ�VSHFLILF�DFWLYLWLHV��1R�ILJXUHV�DUH�DYDLODEOH��EXW�GLVFXVVLRQV�ZLWK�WKH�0LQLVWU\�RI�+HDOWK�VXJ�
JHVW�WKDW�DSSUR[LPDWHO\�����RI�H[SHQGLWXUH�LV�RII�EXGJHW�IRU�WKDW�VHFWRU��*RYHUQPHQW�ZLGH��DQG
WDNLQJ�DFFRXQW�RI�GHEW�VHUYLFH�DQG�UHSD\PHQWV��WKH�RII�EXGJHW�VKDUH�PD\�EH�DV�KLJK�DV����

,QFRUSRUDWLQJ�SURMHFW�IXQGV�LQ�WKH�*RYHUQPHQW�EXGJHW�PD\�QRW�DW�WKLV�VWDJH�EH�D�UHDOLVWLF�RU
SDUWLFXODUO\�EHQHILFLDO�H[HUFLVH��VLQFH�WKH�EXGJHW�LV�VXSSRVHG�WR�UHIOHFW�LWHPV�ZLWKLQ�JRYHUQPHQW
UHVSRQVLELOLW\��%ULQJLQJ�WKHVH�LWHPV�´RQ�EXGJHWµ�ZRXOG�EH�D�WKHRUHWLFDO�H[HUFLVH�RQO\��7KH
07()�SODQQLQJ�SURFHVV�PD\�VHUYH�DV�D�PHFKDQLVP�IRU�FDSWXULQJ�WKHVH�IORZV�RQ�PHGLXP�WHUP�

+RZHYHU��ILQDQFLDO�VXSSRUW�IRU�WKH�EXGJHW��ZKHWKHU�WLHG�RU�QRW�WR�SDUWLFXODU�H[SHQGLWXUHV�
VKRXOG�LQ�SULQFLSDO�DQG�RQ�PHGLXP�WHUP�EH�EURXJKW�´RQ�EXGJHWµ��7KH�SUHFLVH�PHFKDQLVPV�IRU
GRLQJ�WKLV�QHHG�WR�EH�GHYHORSHG��EXW�WKUHH�EURDG�SULQFLSOHV�QHHG�WR�EH�DJUHHG�

�� 7KH�EXGJHW�VKRXOG�IRU�HDFK�VHFWRU�PLQLVWU\�DQG�LWV�GHSDUWPHQWV�DQG�DJHQFLHV�EH�SUHSDUHG
RQ�DQ�DOO�LQFOXVLYH�EDVLV��$Q\�H[WHUQDO�IXQGV��KRZHYHU�GLVEXUVHG��VKRXOG�RQO\�EH�VSHQW�RQ
LWHPV�DQG�WR�WKH�DPRXQWV�DXWKRULVHG�E\�WKH�VWDWH�EXGJHW�

�� ([SHQGLWXUH�UHSRUWLQJ�VKRXOG�EH�DJDLQVW�WKH�VWDWH�EXGJHW��DQG�WKHUHIRUH�DOVR�LQFOXVLYH�RI�DOO
IXQGV�XVHG�

�� 'LVEXUVHPHQW�DQG�DFFRXQWDELOLW\�SURFHGXUHV�VKRXOG�EH�VWDQGDUGLVHG��DV�IDU�DV�SRVVLEOH�
ZLWKLQ�DQG�DFURVV�VHFWRUV

7R�VXSSRUW�WKH�HVWDEOLVKPHQW�RI�WKHVH�WKUHH�SULQFLSOHV��RQH�OHDG�GRQRU�FRXOG�WDNH�UHVSRQVLELOLW\
IRU�WKH�GLVEXUVHPHQW�DQG�VWHZDUGVKLS�IRU�DOO�H[WHUQDO�IXQGV�JLYHQ�WR�D�VHFWRU��7KLV�ZRXOG�UHTXLUH
RQH�VHW�RI�GLVEXUVHPHQW�DFFRXQWV�IRU�H[WHUQDO�IXQGV�LQ�HDFK�VHFWRU�

7KH�352$*5,�$LGH�0HPRLUH�KDV�VXJJHVWHG�WKDW�VXFK�H[WHUQDO�IXQGV�VKRXOG�EH�UHJLVWHUHG�DV
RQ�EXGJHW�E\�SDVVLQJ�WKHP�WKURXJK�D�FHQWUDO�WUHDVXU\�DFFRXQW�LQ�0DSXWR��)RU�DXGLW�DQG�DF�
FRXQWDELOLW\�SXUSRVHV��WKLV�DFFRXQW�ZRXOG�KROG�ERWK�H[WHUQDO�IXQGV�DQG�WKRVH�SURYLGHG�E\�WKH
*RYHUQPHQW��)XQGV�ZRXOG�WKHQ�EH�UHOHDVHG�WR�EXGJHW�H[HFXWLRQ�DFFRXQWV�LQ�WKH�0LQLVWU\�RI
$JULFXOWXUH�DW�FHQWUDO�DQG�SURYLQFLDO�OHYHO��,W�LV�QRW�FOHDU�LI�WKHVH�DFFRXQWV�ZRXOG�EH�SDUDOOHO�WR
RU�EH�FRQVROLGDWHG�ZLWK�H[LVWLQJ�0$3�DFFRXQWV��EXW�WKH�DFFRXQWLQJ�IRU�IXQGV�ZRXOG�EH�GRQH�LQ
WKH�QRUPDO�ZD\�

:H�IHHO�WKDW�WKLV�LV�D�JRRG�PRGHO��DOWKRXJK�WKH�GHWDLOHG�PRGDOLWLHV�QHHG�WR�EH�ZRUNHG�RXW��H��J�
DFFRXQWLQJ�IRU�SD\PHQWV�GLUHFW�IURP�WKH�H[WHUQDO�IRUH[�DFFRXQW���,W�VKRXOG�DOVR�EH�SRVVLEOH�WR
WUDQVIHU�IXQGV�GLUHFWO\�WR�SURYLQFLDO�RU�HYHQ�GLVWULFW�OHYHO��ZLWKRXW�SDVVLQJ�WKHP�WKURXJK�WKH
FHQWUDO�OLQH�PLQLVWU\�
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'HYHORSPHQW�SDUWQHUV�QHHG�WR�JLYH�FDUHIXO�FRQVLGHUDWLRQ�WR�OLQNLQJ�WKH�IORZ�RI�H[WHUQDO�IXQGV�WR
WKH�*RYHUQPHQW·V�RZQ�FDVK�UHOHDVHV��7KLV�LVVXH�QHHGV�WR�EH�KDQGOHG�VHQVLWLYHO\�ZLWK�UHJDUG�WR
WKH�*RYHUQPHQW·V�JHQHUDO�ILQDQFLDO�SRVLWLRQ�DQG�FRQGLWLRQDO�DJUHHPHQWV�FRQFOXGHG�DW�WKH�PDFUR
OHYHO��H��J��RQ�WKH�OHYHO�RI�JRYHUQPHQW�ERUURZLQJ���+RZHYHU��LW�LV�LPSRUWDQW�WR�HQVXUH�WKDW�GR�
PHVWLF�UHVRXUFHV�DUH�XVHG��DV�IDU�DV�SRVVLEOH��LQ�OLQH�ZLWK�EXGJHW�DQG�VHFWRU�FRPPLWPHQWV�PDGH
WR�GHYHORSPHQW�SDUWQHUV�

,Q�WKH�DEVHQFH�RI�GHWDLOHG�DFWLYLW\�EDVHG�H[SHQGLWXUH��LW�ZLOO�EH�LPSRUWDQW�WR�GHYHORS�SHUIRUP�
DQFH�DJUHHPHQWV�DV�D�PHFKDQLVP�IRU�IRFXVLQJ�DWWHQWLRQ�RQ�WKH�GHOLYHU\�RI�WDQJLEOH�DQG�PHDVXU�
DEOH�VHUYLFH�LPSURYHPHQWV�IRU�PRQH\�SURYLGHG��3HUIRUPDQFH�WDUJHWV�VKRXOG�EH�UHODWHG�WR�WKH
DJHQF\·V��LQVWLWXWLRQ·V�RU�SURYLQFH·V�UROH�LQ�PHHWLQJ�WKH�RYHUDOO�VWUDWHJLF�REMHFWLYHV�RI�WKH�VHFWRU�
DV�GHILQHG�LQ�WKH�VHFWRU·V�UROOLQJ�VWUDWHJLF�SODQ�

6IGSQQIRHEXMSR���
'HYHORSPHQW�SDUWQHUV�VKRXOG�QHJRWLDWH�ZLWK�HDFK�RWKHU�DQG�*20�WKH�FUHDWLRQ�RI�D�VLQJOH�VHW�RI
GLVEXUVHPHQW�DFFRXQWV�IRU�HDFK�PLQLVWU\�RU�DJHQF\��DQG�D�FRPPRQ�VHW�RI�GLVEXUVHPHQW�DQG
DFFRXQWDELOLW\�UXOHV��DQG�SURGXFH�D�UHSRUW��VXPPDULVLQJ�WKH�SRVLWLRQ�DW�WKH�WLPH�RI�WKH�QH[W
-'5�PLVVLRQ�

$FFRXQWDQF\�SD\��WUDLQLQJ�DQG�VWDWXV�LQ�WKH�JRYHUQPHQW�VHUYLFH
$FFRXQWDQWV�DUH�LQ�YHU\�VKRUW�VXSSO\�LQ�0R]DPELTXH�JHQHUDOO\�DQG�DV�VXFK�FDQ�FRPPDQG�KLJK
SD\��,Q�WKH�SULYDWH�VHFWRU��ZH�ZHUH�LQIRUPHG�E\�RQH�RI�WKH�PDMRU�DFFRXQWDQF\�ILUPV�WKDW�D�QHZO\
TXDOLILHG�ERRNNHHSHU�FDQ�HDUQ������SHU�PRQWK��7KLV�FDQ�UDSLGO\�ULVH�WR��������SHU�PRQWK�DIWHU
�²��\HDUV�H[SHULHQFH��,Q�FRQWUDVW�JRYHUQPHQW�ERRNNHHSHUV�FXUUHQWO\�HDUQ�DURXQG������IRU�PLG�
GOH�UDQNLQJ�WHFKQLFLDQV�DQG������IRU�JUDGXDWHV��ZKR�ZLOO�EH�HFRQRPLVWV�RU�EXVLQHVV�DGPLQLVWUD�
WRUV��

&OHDUO\�WKH�*RYHUQPHQW·V�SURSRVHG�SXEOLF�VHUYLFH�SD\�UHIRUP�PD\�KHOS�UHPRYH�VRPH�RI�WKH
GLIIHUHQWLDOV��+RZHYHU��LW�LV�LPSRUWDQW�WKDW�WKH�JRYHUQPHQW�UHFRJQLVHV�WKH�FHQWUDO�UROH�RI�WKH
DFFRXQWDQF\�SURIHVVLRQ��QRW�PHUHO\�LQ�FRPSLOLQJ�ILQDQFLDO�UHFRUGV��EXW�DOVR�LQ�WKH�GHVLJQ��SODQ�
QLQJ�DQG�H[HFXWLRQ�RI�JRYHUQPHQW�H[SHQGLWXUH�DQG�UHYHQXH�FROOHFWLRQ�SURJUDPPHV��7KLV�ZLOO
QHFHVVLWDWH�DQ�XSJUDGLQJ�RI�WKH�VWDWXV�RI�DFFRXQWDQWV

$OWKRXJK�YHU\�VLJQLILFDQW�WUDLQLQJ�ZDV�SURYLGHG�LQ�WKH�LQWURGXFWLRQ�RI�WKH�QHZ�EXGJHW�FODVVLILFD�
WLRQ�V\VWHP��PRUH�VXEVWDQWLYH�LQVWLWXWLRQDO�DUUDQJHPHQWV�QHHG�WR�EH�PDGH��:H�XQGHUVWDQG�IURP
D�UHFHQW�SUH�SURMHFW�SODQQLQJ�VHPLQDU�DW�WKH�7ULEXQDO�$GPLQLVWUDWLYR�WKDW�WKH�0LQLVWU\�RI�(GX�
FDWLRQ�DQG�WKH�XQLYHUVLW\�DUH�H[DPLQLQJ�WKH�GHYHORSPHQW�RI�VXFK�SURJUDPPHV��7KLV�KDV�DOVR
EHHQ�UHFRJQLVHG�DV�DQ�LPSRUWDQW�VWHS�E\�WKH�352$*5,�PLVVLRQ�WHDP��DOWKRXJK�WKHLU�VXJJHVWLRQ
IRU�WKH�HVWDEOLVKPHQW�RI�D�SURIHVVLRQDO�DFFRXQWDQF\�ERG\�PD\�EH�SUHPDWXUH�

:H�IHHO�WKDW�DV�D�ILUVW�VWHS��WKLV�FRXOG�LQYROYH�GHYHORSLQJ�DQ�DFFRXQWLQJ�DQG�ILQDQFH�GHJUHH
FRXUVH�DW�WKH�XQLYHUVLW\��LQ�FR�RSHUDWLRQ�ZLWK�DQ�LQWHUHVWHG�SULYDWH�VHFWRU��6XFK�D�SURJUDPPH
ZRXOG�LQYROYH�FRPSXOVRU\�FRXUVHV�RQ�JRYHUQPHQW�DFFRXQWLQJ�DQG�SXEOLF�ILQDQFH��DQG�VKRXOG
DLP�WR�SURYLGH�D�VPDOO�QXPEHU�RI�KLJK�TXDOLW\�SXEOLF�ILQDQFLDO�PDQDJHUV�

2Q�WKH�WHFKQLFLDQ�OHYHO��FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�SURYLGLQJ�D�JRYHUQPHQW�DFFRXQWLQJ
FHUWLILFDWH�TXDOLILFDWLRQ�WR�H[LVWLQJ�DQG�QHZ�VWDII��352$*5,�KDYH�VXJJHVWHG�VHWWLQJ�XS�DQ�DF�
FRXQWLQJ�DQG�DXGLWLQJ�WUDLQLQJ�XQLW�LQ�WKH�03)��DQG�WKLV�FRXOG�EH�D�UHVSRQVLELOLW\�RI�VXFK�D�XQLW�
,W�PD\�EH�DSSURSULDWH�WR�GHYHORS�VXFK�D�SURJUDPPH�LQ�FRQMXQFWLRQ�ZLWK�WKH�3XEOLF�$GPLQLVWUD�
WLRQ�,QVWLWXWH��DV�SDUW�RI�WKH�RYHUDOO�SXEOLF�VHUYLFH�UHIRUP�SURJUDPPH�WR�XSJUDGH�LWV�FDSDFLW\�
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6IGSQQIRHEXMSR���
$�VWXG\�VKRXOG�EH�FRPPLVVLRQHG�WR�PDNH�UHFRPPHQGDWLRQV�IRU�WKH�IXWXUH�GHYHORSPHQW�RI�WKH
DFFRXQWDQF\�SURIHVVLRQ�LQ�0R]DPELTXH�IURP�ERWK�D�SXEOLF�DQG�SULYDWH�VHFWRU�SHUVSHFWLYH��7KLV
VKRXOG�H[DPLQH�FXUUHQW�VXSSO\�DQG�GHPDQG�DQG�WKH�RSWLRQV�IRU�LPSURYLQJ�WKH�RYHUDOO�VXSSO\�

%YHMX

,Q�0R]DPELTXH�WKHUH�DUH�DW�OHDVW�WKUHH�GLIIHUHQW�VWDWH�LQVWLWXWLRQV�GHDOLQJ�ZLWK�ILQDQFLDO�DXGLW�
DSDUW�IURP�WD[�DXGLW��ZKLFK�GRHV�QRW�KDYH�WKH�VDPH�LQVSHFWLRQ�IXQFWLRQ�DV�WKH�RWKHUV�

7KHVH�WKUHH�DUH�

• 2QH�VHFWLRQ�RI�WKH�7ULEXQDO�$GPLQLVWUDWLYR��7KH�7ULEXQDO�LV�D�SDUW�RI�WKH�+LJK�&RXUW�LQ
0R]DPELTXH�DQG�VXEPLWV�LQ�LWV�DXGLW�IXQFWLRQ�RQO\�WR�WKH�3DUOLDPHQW�

• ,QVSHFFDR�*HUDO�GH�)LQDQFDV�DW�WKH�03)��UHSRUWLQJ�WR�WKH�0LQLVWHU�RI�)LQDQFH�

• ,QVSHFFRHV�6HFWRULDV��UHSUHVHQWLQJ�LQWHUQDO�DXGLW�DW�OLQH�PLQLVWULHV�

,Q�DGGLWLRQ�WKHUH�DOVR�H[LVW�RWKHU�DXGLW�LQVWLWXWLRQV��WKH�PRVW�LPSRUWDQW�RQHV�EHLQJ�

• ,QVSHFFDR�GR�(VWDGR��OLQNHG�WR�WKH�3UHVLGHQW·V�2IILFH�

• ,QVSHFFDR�*HUDO�$GPLQLVWUDFDR�GR�(VWDGR��OLQNHG�WR�0$(��WKH�0LQLVWU\�RI�3XEOLF�$GPLQL�
VWUDWLRQ�

7KHVH�WZR�LQVWLWXWLRQV�DOVR�GHDO�ZLWK�LVVXHV�WKDW�FRXOG�OLQN�WR�WKH�DFWLYLWLHV�RI�WKH�WKUHH�SUHYLRXV
RQHV��WKRXJK�QRW�SURGXFLQJ�ILQDQFLDO�DXGLWV�

7ULEXQDO�$GPLQLVWUDWLYR�KDV�D�ULJKW�WR�DXGLW�PLQLVWULHV�DQG�DJHQFLHV�WKURXJKRXW�WKH�FLYLO�VHUYLFH�
,QVSHFFDR�*HUDO�GH�)LQDQFDV�FDQ�DXGLW�DOO�HQWLWLHV�VXEPLWWLQJ�WR�WKH�*RYHUQPHQW��,QWHUQDO
DXGLWV�DW�OLQH�PLQLVWULHV�REYLRXVO\�KDYH�WKH�PDQGDWH�WR�DXGLW�WKHLU�RZQ�VWUXFWXUHV�

$FWXDO�DXGLWV�DUH�SHUIRUPHG�E\�DOO�WKHVH�WKUHH�ERGLHV�DSDUW�IURP�WKH�7ULEXQDO�$GPLQLVWUDWLYR�
,QVSHFFDR�*HUDO�GH�)LQDQFDV��IRU�H[DPSOH��FDUULHG�RXW�D�OLWWOH�OHVV�WKDQ����DXGLWV�DW�FHQWUDO�DQG
SURYLQFLDO�OHYHO�GXULQJ�������FRQFHUQLQJ�WKH�H[HFXWLRQ�RI�WKH�EXGJHW�RI�������7ULEXQDO�$GPLQ�
LVWUDWLYR�FDQ�GLVSOD\�D�FRPSUHKHQVLYH�OHJLVODWLYH�IUDPHZRUN�IRU�RSHUDWLRQV��EXW�FDQ�VKRZ�QR
DXGLWLQJ�DFWLYLWLHV�

$XGLWV�SURYLGHG�E\�WKHVH�RUJDQLVDWLRQV�DUH�FODVVLILHG�DV�LQWHUQDO�PDWHULDO��ZLWK�WKH�H[FHSWLRQ�RI
DXGLWV�WKDW�KDYH�EHHQ�FDUULHG�RXW�RQ�WKH�UHTXHVW�RI�GRQRUV��7KLV�ZRXOG�LQGLFDWH�WKDW�WUDQVSDU�
HQF\�LV�ORZ�DQG�WKDW�QR�DFWXDO�GLVFXVVLRQ�ZLWK�GRQRU�SDUWLHV��FRQFHUQLQJ�WKH�UHVXOW�RI�QDWLRQDO
DXGLWV��QRUPDOO\�WDNH�SODFH��7KHUH�LV�OLWWOH�H[WHUQDO�NQRZOHGJH�RI�ZKDW�KDSSHQV�ZLWK�DXGLWV�SHU�
IRUPHG��DQG�LI�DQ\�VDQFWLRQV�RU�RWKHU�PHDVXUHV�DUH�LPSRVHG�DV�D�UHVXOW��:H�ZHUH�LQIRUPHG�WKDW
WKHUH�DUH�FXUUHQWO\����RXWVWDQGLQJ�UHSRUWV�DZDLWLQJ�ILQDO�DSSURYDO�E\�WKH�03)�

)XUWKHUPRUH��WKHUH�LV�OLWWOH�NQRZOHGJH�RI�WKH�TXDOLW\�RI�WKHVH�UHSRUWV��HYHQ�WKRXJK�DVVLVWDQFH�WR
VRPH�RI�WKH�DXGLW�RUJDQLVDWLRQV�ZRXOG�LQGLFDWH�WKDW�D�ORW�VWLOO�LV�PLVVLQJ��7KH�DEVHQFH�RI�DFWXDO
SHUIRUPDQFH�LQ�VRPH�FDVHV��LQ�FRPELQDWLRQ�ZLWK�OLWWOH�DFFHVV�WR�H[LVWLQJ�UHSRUWV��LUUHVSHFWLYH�LI
WKHVH�UHSRUWV�DUH�GHDOLQJ�ZLWK�FRQFHUQHG�GRQRU�LQWHUHVWV�RU�QRW��FUHDWHV�DQ�DWPRVSKHUH�RI�PLV�
WUXVW�DPRQJ�GRQRUV�DJDLQVW�WKH�ILQGLQJV��WKH�FDSDFLW\�RI�WKH�RUJDQLVDWLRQV�DQG�WKH��SROLWLFDO��ZLOO
WR�WDNH�DFWLRQ�
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)XUWKHU��WKHUH�LV�OLWWOH�NQRZOHGJH�RQ�KRZ�VWDWH�DXGLW�LQVWLWXWLRQV�LQWHU�OLQN�DQG�FR�RSHUDWH��EH�
WZHHQ�HDFK�RWKHU�DQG�LQ�UHODWLRQ�WR�H[WHUQDO�DXGLW�FDSDFLW\��7HFKQLFDO�DVVLVWDQFH�LV�HVWDEOLVKHG�DW
,QVSHFFDR�*HUDO�GH�)LQDQFDV�DQG�LV�XQGHU�IRUPXODWLRQ�DW�7ULEXQDO�$GPLQLVWUDWLYR��(VWDEOLVKLQJ
WKHVH�SURMHFWV�ZLOO�KRZHYHU�QRW�UHVXOW�LQ�FDSDFLW\�WR�SUHVHQW�UHOLDEOH�DXGLWV�IURP�WKHVH�RUJDQLVD�
WLRQV�IRU�DW�OHDVW�VHYHUDO�\HDUV�

6IGSQQIRHEXMSR���
$OO�GRQRUV�DUH�UHFRPPHQGHG�WR�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�DEVHQFH�RI�DFWXDO�FDSDFLW\�ZLWKLQ
VWDWH�DXGLW�VWUXFWXUHV�LQ�0R]DPELTXH�IRU�DW�OHDVW�WKH�PHGLXP�WHUP��LQGLFDWLQJ�WKDW�DOO�WUDQVIHU
RI��H�J���SURJUDPPH�VXSSRUW�ZLOO�QHHG�WR�EH�IROORZHG�XS�UHSHDWHGO\�WKURXJK�H[WHUQDO�DXGLWV��,Q
WKH�FDVH�RI�VXSSRUW�WKURXJK�VHFWRU�SURJUDPV��WKLV�QHHG�VKRXOG�EH�FDOFXODWHG�DV�D�VXEVWDQWLDO�FRVW
DV�SDUW�RI�GRQRU�IXQGLQJ�RI�WKH�SURJUDP�

+RZHYHU��WKLV�´LQGLYLGXDOµ�DXGLW�SROLF\�ZLOO�QHYHU�SURYLGH�GRQRUV�ZLWK�D�FOHDU�SLFWXUH�RI�KRZ
DXGLW�VWUXFWXUHV�LQ�0R]DPELTXH�ZRUN�DQG�KRZ�WKH�DXGLW�RI�RQH�LQGLYLGXDO�GRQRU·V�PRQH\�LV
OLQNHG�WR�RWKHU�FDVK�IORZ��IURP�GRPHVWLF�UHVRXUFHV�RU�RWKHU�GRQRUV���([WHUQDO�DXGLWRUV�KLUHG�E\
GRQRUV�DUH�QRW�DOORZHG�WR�DXGLW�H[SHQGLWXUHV�GHILQHG�DV�IXQGHG�E\�GRPHVWLF�UHYHQXH��,Q�UHDOLW\�
KRZHYHU��WKLV�GLIIHUHQFH�EHWZHHQ�GRPHVWLF�DQG�H[WHUQDO�UHVRXUFHV�GRHV�QRW�H[LVW��VLQFH�ILQDQFLDO
H[WHUQDO�VXSSRUW�HYHQWXDOO\�LV�EHLQJ�XVHG�WR�IXQG�GRPHVWLF�EXGJHW�H[SHQGLWXUHV��7KLV�FDOOV�IRU�DQ
RSHUDWLRQDO�DXGLW�VWUXFWXUH�ZLWK�VXIILFLHQW�FRPSHWHQFH�WKDW�FRXOG�SHUIRUP�DXGLWV�WKDW�LQFOXGH
EXGJHW�UHVRXUFHV�IURP�DOO�VRXUFHV�

,Q�UHODWLRQ�WR�WKH�FRQVWUXFWLRQ�DQG�IXQGLQJ�SULQFLSOHV�RI�VHFWRU�SURJUDPPH�VXSSRUW��WKLV�FRXOG
DOPRVW�EH�GHILQHG�DV�D�SUH�UHTXLVLWH��7KLV�NLQG�RI�VXSSRUW�ZLOO�LQ�PRVW�FDVHV�HYHQWXDOO\�EH�QRW
RQO\�EXGJHWHG�WKURXJK�WKH�VDPH�VWUXFWXUHV�DV�GRPHVWLF�IXQGLQJ�FRQWULEXWLRQ�WR�WKH�SURJUDPPH�
EXW�DOVR�H[WHUQDO�DQG�QDWLRQDO�FDVK�IORZ�ZLOO�EH�PHUJHG�WKURXJK�FRPPRQ�DFFRXQWV��,Q�SUDFWLFH
WKHUH�ZLOO�EH�QR�SRVVLELOLW\�WR�DXGLW�WKHVH�IXQGV�VHSDUDWHO\��XVLQJ�LQWHUQDO�DXGLW�VWUXFWXUHV�IRU
GRPHVWLF�UHVRXUFHV�DQG�H[WHUQDO�DXGLW�IRU�GRQRU�UHVRXUFH�LQSXW��VLQFH�WKLV�GLYLVLRQ�EHWZHHQ�GLI�
IHUHQW�NLQGV�RI�PRQH\�QR�ORQJHU�ZLOO�H[LVW��(YHQWXDOO\�WKLV�QHZ�VWUXFWXUH�RI�FR�RSHUDWLRQ�ZLOO
PDNH�LW�QHFHVVDU\�WR�SHUIRUP�DXGLWV�WKDW�LQFOXGH�DOO�ILQDQFLDO�UHVRXUFHV�DOORFDWHG��LUUHVSHFWLYH�RI
WKHLU�VRXUFH��7KLV�FRXOG�LQ�WKH�PHGLXP�WHUP�RQO\�EH�DFKLHYHG�WKURXJK�D�FR�RSHUDWLRQ�EHWZHHQ
GRQRUV�DQG�GRPHVWLF�DXGLW�LQVWLWXWLRQV��DLPLQJ�DW�WZR�REMHFWLYHV�

• 7R�FODULI\�WKH�LQWHUUHODWLRQ�EHWZHHQ�0R]DPELFDQ�VWDWH�DXGLW�ERGLHV�DQG�KRZ�WKH�V\VWHP�RI
DXGLW�SHUIRUPDQFH�DQG�DFWXDO�VDQFWLRQ�ZRUNV��ERWK�LQ�UHODWLRQ�WR�LQWHUQDO�UHVRXUFHV�DQG�LQ
UHODWLRQ�WR�GRQRU�IXQGV��6ZHGHQ�FRXOG�WDNH�WKH�PDLQ�UHVSRQVLELOLW\�WR�LQLWLDWH�VXFK�D�VWXG\�
JLYHQ�WKH�HQJDJHPHQW�DW�ERWK�,QVSHFFDR�*HUDO�GH�)LQDQFDV�DQG�7ULEXQDO�$GPLQLVWUDWLYR��,W
VKRXOG�EH�SRVVLEOH�WR�SUHVHQW�725�IRU�WKH�VWXG\�GXULQJ������DQG�DOVR�VWDUW�LQYHVWLJDWLRQV�

• %DVHG�RQ�WKDW��RIIHUV�VKRXOG�EH�PDGH�WR�WKH�0R]DPELFDQ�DXGLW�RUJDQLVDWLRQV�WR�SDUWLFLSDWH
LQ�HYHU\�DXGLW�SHUIRUPHG�E\�H[WHUQDO�DXGLWRUV��DQG�WR�FR�RUGLQDWH�WKHVH�DFWLYLWLHV�ZLWK�RQ�
JRLQJ�FDSDFLW\�EXLOGLQJ�SURMHFWV�DW�VRPH�RI�WKH�LQVWLWXWLRQV��$W�WKH�VDPH�WLPH�GRQRUV�VKRXOG
DVN�WR�EH�DOORZHG�WR�FR�RSHUDWH�ZLWK�WKHVH�RUJDQLVDWLRQV�LQ�LQWHUQDO�DXGLWV�WKDW�FRXOG�EH�GH�
ILQHG�DV�PRUH�LPSRUWDQW�DOVR�WR�GRQRUV��,Q�DXGLWV�UHODWHG�WR�VHFWRU�SURJUDPPH�VXSSRUW�FR�
RSHUDWLRQ��WKLV�FROODERUDWLRQ�VKRXOG�EH�FRPSXOVRU\�DJUHHG�DV�SDUW�RI�WKH�DJUHHPHQW�RQ�WKH
SURJUDP�
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�� 8LI�TYFPMG�WIVZMGI�GMZMP�WIVZMGI�VIJSVQ

,Q������*20�FUHDWHG�WKH�0LQLVWU\�RI�6WDWH�$GPLQLVWUDWLYH�$IIDLUV��0$(��WR�LPSURYH�²�LQ�FORVH
FR�RSHUDWLRQ�ZLWK�WKH�RWKHU�PLQLVWULHV�RI�WKH�VWDWH�DSSDUDWXV�²�WKH�FDSDFLW\�DQG�TXDOLW\�RI�WKH
SXEOLF�VHUYLFH��7KLV�LV�D�IRUPLGDEOH�WDVN��DV�WKHUH�DUH�DERXW���·����FLYLO�VHUYDQWV�LQ�WKH�SXEOLF
VHFWRU��RI�ZKLFK�WKH�ODUJH�PDMRULW\�LV�SRRUO\�HGXFDWHG��UHFHLYHV�ORZ�VDODULHV��ERWK�LQ�DEVROXWH
WHUPV�DQG�UHODWLYH�WR�WKH�SULYDWH�VHFWRU��DQG�LV�LQDGHTXDWHO\�PRWLYDWHG��$�IHZ�QXPEHUV�PD\�JLYH
D�FUXGH�SLFWXUH�RI�WKH�VLWXDWLRQ������RI�WKH�FLYLO�VHUYDQWV�KDYH�QR�PRUH�WKDQ�EDVLF��WK�JUDGH
HGXFDWLRQ��RQO\����KDYH�KDG�XQLYHUVLW\�HGXFDWLRQ��DQG�PRUH�WKDQ�����HDUQ�OHVV�WKDQ�WKH
HTXLYDOHQW�RI����86�'ROODUV�D�PRQWK������RI�WKH�FLYLO�VHUYDQWV�ZRUN�LQ�WKH�HGXFDWLRQ�VHFWRU�
����LQ�WKH�KHDOWK�VHFWRU�

0$(�LV�WKH�OHDG�PLQLVWU\�WR�GHYHORS�DQG�FR�RUGLQDWH�WKH�LPSOHPHQWDWLRQ�RI�WKH�UHIRUP�SURFHVV�
$Q�,QWHUPLQLVWHULDO�*URXS�IRU�&R�RUGLQDWLRQ�RI�5HIRUP�RI�WKH�3XEOLF�6HUYLFH��*,&5$3��KDV
EHHQ�HVWDEOLVKHG��ZKLFK�ZLOO�EH�VXSSRUWHG�E\�D�7HFKQLFDO�*URXS�IRU�5HIRUP�RI�WKH�3XEOLF�6HUY�
LFH��*75$3���UHVSRQVLEOH�IRU�WKH�RYHUDOO�PDQDJHPHQW�RI�WKH�UHIRUP��$W�WKH�WLPH�RI�WKH�PLVVLRQ�
WKH�KHDG�RI�WKLV�WHFKQLFDO�ZRUNLQJ�JURXS�KDG�MXVW�EHHQ�QRPLQDWHG�

0$(·V�UHIRUP�VWUDWHJ\�FDQ�EH�GLYLGHG�LQWR�ILYH�PDMRU�´YHFWRUVµ������5DWLRQDOLVDWLRQ�RI�+XPDQ
5HVRXUFHV������,QVWLWXWLRQDO�5HIRUPV������5DWLRQDOLVDWLRQ�RI�$GPLQLVWUDWLYH�3URFHVVHV������'HFHQ�
WUDOLVDWLRQ�DQG�'H�FRQFHQWUDWLRQ��DQG�����5HIRUP�RI�WKH�%XGJHWDU\�3URFHVV��,W�JRHV�ZLWKRXW�VD\�
LQJ�WKDW�WKH�YHFWRUV�RYHUODS��WKDW�SDUWLFXODUO\�WKH�YHFWRUV�����DQG�����PXVW�VWURQJO\�UHO\�RQ�FRQ�
FHSWV�GHYHORSHG�ZLWK�DQG�ZLWKLQ�LQGLYLGXDO�PLQLVWULHV��DQG�WKDW�YHFWRU�����LV�KHDYLO\�GHWHUPLQHG
E\�WKH�03)��2YHU�WKH�ODVW�\HDUV��0$(�KDV�SXW�PDMRU�HPSKDVLV�RQ�YHFWRU������7KHUHIRUH�WKH
IROORZLQJ�GLVFXVVLRQ�ZLOO�PDLQO\�IRFXV�RQ�DFWLYLWLHV�UHODWLQJ�WR�KXPDQ�UHVRXUFHV�

0$(�KDV�FUHDWHG�D�1DWLRQDO�+XPDQ�5HVRXUFH�0DQDJHPHQW�6\VWHP��65+���ZKLFK�FRQWDLQV
VWDQGDUG�SHUVRQQHO�ILOHV�RI�RYHU�����RI�SXEOLF�HPSOR\HHV��7KH�LPSOHPHQWDWLRQ�RI�WKDW�V\VWHP
ZHQW�DORQJ�ZLWK�D�UHFODVVLILFDWLRQ�RI�MRE�DQG�VDODU\�FDWHJRULHV��7KH�IRUPHU�ZDV�UHGXFHG�IURP
�·����WR������WKH�ODWWHU�WR�����0$(�LV�LQWURGXFLQJ�D�FRPSXWHULVHG�SHUVRQQHO�GDWDEDVH��6,3��IRU
SODQQLQJ�SXUSRVHV��DQG�LV�HVWDEOLVKLQJ�VWDQGDUG�SURFHGXUHV�IRU�SHUVRQQHO�DGPLQLVWUDWLRQ�LQ�DOO
VHFWRUV�DQG�SURYLQFHV��7KH�HPSOR\HHV�QRW�\HW�UHFRUGHG�LQ�WKH�65+�V\VWHP�VKRXOG�EH�LQFOXGHG
E\���$SULO������

$V�DOUHDG\�PHQWLRQHG�LQ�FKDSWHU����D�ILUVW�GHFRPSUHVVLRQ�RI�VDODULHV�WRRN�SODFH�LQ�������DQG�D
VHFRQG�ZLOO�IROORZ�LQ�-XQH�������7KH�GHFRPSUHVVLRQ��ZKLFK�DOVR�JRHV�DORQJ�ZLWK�D�ULVH�RI�WKH
ORZ��WR�PLG�OHYHO�LQFRPHV��RI�SHUVRQQHO�VXFK�DV�WHDFKHUV�DQG�QXUVHV���DLPV�DW�NHHSLQJ�HPSOR\HHV
LQ�WKH�SXEOLF�VHFWRU�WKDW�DUH�PRVW�WKUHDWHQHG�E\�ZRUNIRUFH�IOLJKW��,Q�DGGLWLRQ��0$(�LV�LQ�WKH�ODVW
VWDJHV�RI�GHYHORSLQJ�D�QHZ�FLYLO�VHUYLFH�FDUHHU�V\VWHP��6&5���ZKLFK�LV�GHVLJQHG�WR�FUHDWH�JUHDWHU
WUDQVSDUHQF\�DQG�FRQVLVWHQF\�LQ�FRPSHQVDWLRQ��DQG�D�ORQJ�WHUP�LQFHQWLYH�V\VWHP�WR�VWD\�LQ�WKH
SXEOLF�VHUYLFH���·����RFFXSDWLRQV�DUH�FODVVLILHG�LQWR����FDUHHU�JURXSV�ZLWK����OHYHOV�RI�SURJUHV�
VLRQ��3URFHGXUHV�WR�SURJUHVV�LQ�D�FDUHHU�JURXS�DQG�EHWZHHQ�FDUHHU�JURXSV�LQFOXGH�WHVWV�DQG
HYDOXDWLRQV��DQG�WDNH�LQWR�FRQVLGHUDWLRQ�DGGLWLRQDO�WUDLQLQJ�DQG�VSHFLDO�ZRUN�H[SHULHQFH��$OO�LQ
DOO��WKH�V\VWHP�LV�PXFK�PRUH�´GHOLYHU\µ�RULHQWHG�DQG�IOH[LEOH�WKDQ�EHIRUH��0$(�H[SHFWV�WKDW�DOO
SXEOLF�HPSOR\HHV�ZLOO�EH�FODVVLILHG�LQ�WKH�QHZ�V\VWHP�E\�PLG������

$Q�LPSRUWDQW�PHDVXUH�ZLWKLQ�WKH�QHZ�KXPDQ�UHVRXUFHV�V\VWHP�LV�WR�VWUHQJWKHQ�WUDLQLQJ�DQG
HGXFDWLRQ�RI�SXEOLF�HPSOR\HHV��$�3XEOLF�$GPLQLVWUDWLRQ�7UDLQLQJ�6\VWHP��6,)$3��KDV�EHHQ�DS�
SURYHG��EXW�RQO\�YHU\�UHFHQWO\�WKH�ILUVW�VWHSV�WRZDUGV�LPSOHPHQWDWLRQ�KDYH�EHHQ�WDNHQ��$W�WKH
WLPH�RI�WKH�PLVVLRQ��D�WHQGHU�KDG�EHHQ�ODXQFKHG�RQ�SUH�TXDOLILFDWLRQ�RI�DJHQFLHV�FDSDEOH�WR�GH�
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YHORS�D�SUHSDUDWRU\�SURJUDPPH�RI�WUDLQLQJ�RI�FLYLO�VHUYDQWV��7KH�SUHSDUDWRU\�SURJUDPPH�LV�WR
EH�LPSOHPHQWHG�DW�WKH�,QVWLWXWH�IRU�3XEOLF�0DQDJHPHQW��,0$3���,W�DLPV�DW�ERWK�IRUPDO�WUDLQLQJ�
L�H��D���\HDU�WUDLQLQJ�SURJUDPPH�DW�,0$3��DQG�DQ�LQIRUPDO�WUDLQLQJ�SURJUDPPH��L�H��D�PRGXODU
VHW�RI�VKRUW�FRXUVHV��)XQGLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�IRU�WKH�SUHSDUDWRU\�SURJUDPPH�LV�SUR�
YLGHG�WKURXJK�81'3��,Q�WKH�HQG��D�IXOO�SURJUDPPH�VKRXOG�EH�LPSOHPHQWHG�ZLWK�D�VLJQLILFDQW
LPSDFW�RQ�WKH�TXDOLILFDWLRQ�RI�SHUVRQQHO�LQ�WKH�SXEOLF�VHFWRU��7KH�IRUPDO�SURJUDPPH�LV�VXS�
SRVHG�WR�FRYHU��LQ�WKH�PHGLXP�WHUP��D�WDUJHW�JURXS�RI�VRPH��·����WR��·����SXEOLF�HPSOR\HHV�
DQG�WKH�LQIRUPDO�PRGXODU�SURJUDPPH�HQYLVDJHV�D�WDUJHW�JURXS�RI��·����WR���·����FLYLO�VHUYDQWV�

,Q�DGGLWLRQ�WR�WKHVH�PHDVXUHV��D�QXPEHU�RI�DFWLYLWLHV�KDYH�WDNHQ�SODFH�RU�KDYH�EHHQ�LQLWLDWHG�LQ
WKH�DUHD�RI�JRYHUQPHQW�HWKLFV�DQG�FLYLO�VHUYDQWV·�GXWLHV�DQG�UHVSRQVLELOLWLHV��1RUPV�RI�FRQGXFW
DQG�GLVFLSOLQDU\�SURFHGXUHV�KDYH�EHHQ�SXW�LQ�SODFH��WKH�1DWLRQDO�$VVHPEO\�KDV�SDVVHG�D�*RY�
HUQPHQW�(WKLFV�%LOO�LQ�0DUFK�������DQG�D�QHZ�6WDWH�$GPLQLVWUDWLYH�,QVSHFWRUDWH��,$(��ZLWKLQ
0$(�KDV�EHHQ�IRXQGHG��*20·V�SURSRVLWLRQ�RI�HVWDEOLVKLQJ�D�+LJK�$XWKRULW\�$JDLQVW�&RUUXS�
WLRQ�ZDV�KRZHYHU�UHMHFWHG�E\�WKH�1DWLRQDO�$VVHPEO\��PDLQO\�RQ�WKH�JURXQGV�WKDW�DOUHDG\�H[LVW�
LQJ�ERGLHV�LQ�WKH�OHJDO�V\VWHP��QRWDEO\�WKH�$GPLQLVWUDWLYH�7ULEXQDO��FRXOG�DQG�VKRXOG�WDNH�FDUH
RI�WKHVH�LVVXHV�

'SRGPYWMSRW
,W�LV�REYLRXV�IURP�WKLV�EULHI�VXPPDU\�WKDW�ZRUN�RQ�WKH�KXPDQ�UHVRXUFH�PDQDJHPHQW�V\VWHP��WKH
VDODU\�UHIRUP�DQG�WKH�QHZ�FDUHHU�FODVVLILFDWLRQ�LV�PRVW�DGYDQFHG��ZKLOH�SURJUHVV�LQ�WKH�DUHD�RI
WUDLQLQJ�DQG�HWKLFV�FRGHV�RI�FRQGXFWV�DQG�UHODWHG�SURFHGXUHV�DUH�FRQVLGHUDEO\�OHVV�DGYDQFHG�
/LNHZLVH��WKH�SURJUHVV�LQ�LQVWLWXWLRQDO��RUJDQLVDWLRQDO�DQG�SURFHGXUDO�UHIRUPV�ZLWKLQ�YDULRXV
PLQLVWULHV�YDULHV�ZLGHO\��,Q�FRPSDULVRQ��DV�PHQWLRQHG�LQ�SUHYLRXV�FKDSWHUV��WKH�QHZ�EXGJHWLQJ
SURFHVV��DQ�LPSRUWDQW�HOHPHQW�RI�SXEOLF�VHUYLFH�UHIRUPV��KDV�PDGH�VLJQLILFDQW�SURJUHVV��5H�
JDUGLQJ�GHFHQWUDOLVDWLRQ��WKH�PRVW�LPSRUWDQW�VWHS�LV�UHIOHFWHG�LQ�WKH�PXQLFLSDO�HOHFWLRQV�FDUULHG
RXW�LQ����FLWLHV�DQG�WRZQV�LQ�������$QHFGRWDO�HYLGHQFH�LQGLFDWHV�WKDW�WKLV�DWWHPSW�WR�GHOHJDWH
PRUH�GHFLVLRQ�SRZHU��ILVFDO�UHVRXUFHV�DQG�DFFRXQWDELOLW\�WR�HOHFWHG�ORFDO�DXWKRULWLHV�LV�YHU\
SURPLVLQJ��+RZHYHU��D�FRPSUHKHQVLYH�VWUDWHJLF�FRQFHSW�RI�KRZ�WR�FRQWLQXH�WKH�GHFHQWUDOLVDWLRQ
SURFHVV�KDV�QRW�\HW�EHHQ�ZRUNHG�RXW�

,QVWHDG�RI�JLYLQJ�UHFRPPHQGDWLRQV�RQ�WKH�SXEOLF�VHUYLFH�UHIRUP��WKH�-'5�WHDP�ZRXOG�UDWKHU
OLNH�WR�UDLVH�WZR�LVVXHV�WKDW�VR�IDU�DSSHDU�WR�KDYH�EHHQ�UDWKHU�QHJOHFWHG�²�DW�OHDVW�DFFRUGLQJ�WR
RXU�LQIRUPDWLRQ�²�DQG�VXJJHVW�WR�UHVHUYH�PRUH�WLPH�IRU�WKLV�DUHD�LQ�QH[W�\HDU·V�-'5�PLVVLRQ�

7KH�ILUVW�LVVXH�ZH�ZDQW�WR�UDLVH�LV�FOLHQWV·�SDUWLFLSDWLRQ�WR�VWUHQJWKHQ�WKH�UHIRUP�SURFHVV��,W�LV
ZLGHO\�DJUHHG�WKDW�WKH�VSHHG�DQG�TXDOLW\�RI�QXPHURXV�SXEOLF�VHUYLFHV�FRXOG�EH�LPSURYHG�ZLWKRXW
KDYLQJ�IXOO\�LPSOHPHQWHG�FRPSOH[�DQG�H[SHQVLYH�UHIRUP�PHDVXUHV��2QH�PHDVXUH�WR�VWUHQJWKHQ
WKH�UHIRUP�SURFHVV�LQ�YDULRXV�DUHDV�FRXOG�EH�WKH�LPSOHPHQWDWLRQ�RI�D�ZHOO�WDUJHWHG�FOLHQW�SDU�
WLFLSDWLRQ�LQ�WKH�VHQVH�WKDW�FOLHQWV�ZRXOG�EH�DOORZHG�WR�UDLVH�WKHLU�YRLFH�UHJDUGLQJ�WKH�TXDOLW\�RI
WKH�VHUYLFHV�WKH\�JHW��,QVWUXPHQWV�FRXOG�JR�IURP�GLVFXVVLRQ�URXQGV��DV�WKH\�KDYH�DOUHDG\�EHHQ
KHOG�H�J��ZLWK�WKH�EXVLQHVV�FRPPXQLW\��WR�EHQHILFLDU\�DVVHVVPHQWV��DV�WKH\�KDYH�EHHQ�LQLWLDWHG�LQ
DW�OHDVW�RQH�GRQRU�IXQGHG�VHFWRU�SURJUDPPH��,W�FDQ�EH�H[SHFWHG�WKDW�LQ�PDQ\�FDVHV�RQO\�PRGHVW
LQYHVWPHQWV�ZRXOG�EH�UHTXLUHG�WR�GHVLJQ�DQG�LPSOHPHQW�SURFHGXUHV�WR�FROOHFW�DQG�DQDO\VH�WKH
LQIRUPDWLRQ��DQG�WR�SXW�FRQFOXVLRQV�DQG�GHFLVLRQV�LQWR�DFWLRQ��2I�FRXUVH��WKH�ODWWHU�LV�DEVROXWHO\
GHFLVLYH��%XW�LW�LV�IRU�VXUH�WKDW�WKH�ZKROH�SXEOLF�VHUYLFH�UHIRUP�SURFHVV�ZRXOG�ZLQ�DGGLWLRQDO
FUHGLELOLW\�DQG�VXSSRUW�IURP�WKH�SXEOLF�LI�VXFK�´TXLFN�VWHSVµ�ZRXOG�EH�WDNHQ�ZKHUHYHU�SRVVLEOH�

7KH�VHFRQG�LVVXH�UHIHUV�WR�WKH�LPSUHVVLRQ�RI�WKH�-'5�WHDP�WKDW�WKH�PDQ\�PHDVXUHV�HQYLVDJHG�LQ
WKH�SXEOLF�VHUYLFH�UHIRUP�DUH�PRVWO\�´LQSXW�RULHQWHGµ�DQG�VKRZ�D�UHODWLYH�ODFN�RI�´RXWSXWµ�DQG
´LPSDFWµ�RULHQWDWLRQ��7R�EH�VXUH��WKH�UHIRUPV�RQ�WKH�LQSXW�VLGH�DUH�QHFHVVDU\�SUHFRQGLWLRQV�IRU
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VXFFHVV��EXW�LQ�WKH�HQG�WKH\�ZLOO�RQO\�DGG�XS�WR�VXIILFLHQW�FRQGLWLRQV�LI�WKH�RXWSXW�DQG�WKH�LPSDFW
DUH�PRQLWRUHG�DQG�HYDOXDWHG��7KLV�UDLVHV�TXHVWLRQV�OLNH��:KLFK�LQGLFDWRUV�RI�WKH�TXDOLW\�RI�SXE�
OLF�VHUYLFHV�WKDW�DUH�WR�EH�LQFUHDVHG�E\�WKH�UHIRUP�DUH�DFWXDOO\�HQYLVDJHG��L�H��KRZ�DUH�WKH�UHVXOWV
DQG�WKH�LPSDFW�RI�WKH�UHIRUP�WR�EH�PHDVXUHG"�+RZ�DQG�E\�ZKRP�ZLOO�WKH\�EH�PRQLWRUHG��KRZ
ZLOO�WKH\�EH�HYDOXDWHG��DQG�KRZ�ZLOO�HYDOXDWLRQ�UHVXOWV�EH�SXW�LQ�DFWLRQ"

7KH�-'5�WHDP�ZRXOG�OLNH�WR�VXJJHVW�WR�ERWK�*20�DQG�WKH�GRQRUV�HQJDJHG�LQ�VXSSRUWLQJ�WKH
SXEOLF�VHUYLFH�UHIRUP�WR�WDNH�XS�WKHVH�WZR�LVVXHV�IRU�IXUWKHU�GLVFXVVLRQ�DQG�SRVVLEOH�IROORZ�XS
ZRUN�
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�� 6EXMSREPI�JSV�TVSKVEQQI�EWWMWXERGI��8S[EVHW�E
GS�SVHMREXIH�ETTVSEGL�

1SVI�HSRSV�GS�SVHMREXMSR�VIUYMVIH�JSV�TVSKVEQQI�EWWMWXERGI

$V�PHQWLRQHG�LQ�FKDSWHU���WKH�RULJLQDO�WHUPV�RI�UHIHUHQFH��725��RI�WKH�-'5�PLVVLRQ�FDOOHG
IRU�D�UHYLHZ�RI�WKH�YDULRXV�GRQRUV·�REMHFWLYHV�RI�GLIIHUHQW�IRUPV�RI�´PDFUR�ILQDQFLDO�VXSSRUWµ�
7KH�FRQFHSW�RI�PDFUR�ILQDQFLDO�VXSSRUW��DV�LQGLFDWHG�E\�WKH�725��FRYHUV�D�ZLGH�UDQJH�RI�GRQRU
DVVLVWDQFH�IURP�´RYHUDOO�EXGJHW�VXSSRUW�WR�VHFWRU�EXGJHW�VXSSRUW��IURP�JHQHUDO�EDODQFH�RI�SD\�
PHQWV�VXSSRUW�WR�GHEW�UHOLHI�DQG�LPSRUW�VXSSRUWµ��7KH�-'5�WHDP�FDPH�WR�WKH�FRQFOXVLRQ�WKDW
WKLV�EURDG�UDQJH�RI�LQVWUXPHQWV�VKRXOG�QRW�EH�VXPPDULVHG�XQGHU�WKH�FDWFKZRUG�´PDFUR�
ILQDQFLDO�VXSSRUWµ�

'RQRUV�SURYLGH�GLIIHUHQW�IRUPV�RI�DLG��RU�´LQVWUXPHQWVµ��WR�SURPRWH�FKDQJH�DW�GLIIHUHQW�OHYHOV
DQG�ZLWK�GLIIHUHQW�DSSURDFKHV��$W�WKH�PLFUR�OHYHO�GRQRUV�SURYLGH�SURMHFW�WLHG�DLG��DW�WKH�VHFWRU
OHYHO�VHFWRU�VXSSRUW�DQG�DW�WKH�PDFUR�OHYHO�WKH\�SURYLGH�JHQHUDO�EDODQFH�RI�SD\PHQWV�EXGJHW
VXSSRUW�WR�SURPRWH�WKH�LPSOHPHQWDWLRQ�RI�JHQHUDO�RU�VSHFLILF�SROLFLHV��,W�LV�WKH�ODWWHU�ZKLFK�FDQ
EH�DVVRFLDWHG�ZLWK�WKH�WHUP�´PDFUR�ILQDQFLDO�VXSSRUWµ��DV�EXGJHW�VXSSRUW�LV�JHQHUDOO\�OLQNHG�WR
SHUIRUPDQFH�LQGLFDWRUV�DQG�EHQFKPDUNV�RI�PDFURHFRQRPLF�GHYHORSPHQW��PDFURHFRQRPLF�SROL�
FLHV�DQG�LQVWLWXWLRQDO�UHIRUPV�RQ�WKH�PDFUR�OHYHO��$V�LQGLFDWHG�LQ�FKDSWHU����DOO�IRUPV�RI�QRQ�
SURMHFW�DVVLVWDQFH�²�LQFOXGLQJ�JHQHUDO�EXGJHW�VXSSRUW�²�FDQ�EHVW�EH�VXPPDULVHG�XQGHU�WKH�WHUQ
´SURJUDPPH�DVVLVWDQFHµ��:KHWKHU�LW�LV�LPSRUW�VXSSRUW��VHFWRU�VXSSRUW�RU�JHQHUDO�EXGJHW�VXS�
SRUW��LQ�DOO�FDVHV�ILQDQFLDO�DQG�WHFKQLFDO�DVVLVWDQFH�LV�PDGH�DYDLODEOH�LQ�WKH�FRQWH[W�RI�SROLF\
SURJUDPPHV��)URP�WKHVH�SROLF\�SURJUDPPHV��DJUHHG�XSRQ�EHWZHHQ�GRQRUV�DQG�UHFLSLHQWV��WKH
FRQGLWLRQV�DUH�GHULYHG�WKDW�PXVW�EH�DFKLHYHG�DQG�IXOILOOHG�IRU�WKH�SURJUDPPH�WR�EH�´RQ�WUDFNµ�
ZKLFK�WKHQ�DVFHUWDLQV�FRQWLQXHG�VXSSRUW���7KH�WHUP�FRQGLWLRQ�LV�XVHG�KHUH�DV�D�FDWFKDOO�WHUP
WKDW�LQFOXGHV�EHQFKPDUNV�DQG�SHUIRUPDQFH�FULWHULD��

,I�RYHUDOO�SXEOLF�VHFWRU�PDQDJHPHQW�ZHUH�FRQVLGHUHG�DGHTXDWH�WR�PRQLWRU�WKH�DFWXDO�LPSOH�
PHQWDWLRQ�RI�DJUHHG�SROLFLHV��UHIOHFWHG�E\�UHOLDEOH�UHFRUGV�RI�DFWXDO�SXEOLF�H[SHQGLWXUHV�DQG
PRQLWRUDEOH�LQGLFDWRUV�LQ�WHUPV�RI�TXDOLW\��TXDQWLW\�DQG�LPSDFW�RI�SXEOLF�VHUYLFHV���WKHUH�ZRXOG
EH�QR�UHDVRQ�WR�GLVEXUVH�IXQGV�XQGHU�SURMHFW�RU�VHFWRU�SURJUDPPH�DJUHHPHQWV��,QVWHDG��DOO�DLG
FRXOG�EH�SURYLGHG�DV�JHQHUDO�EXGJHW�VXSSRUW�²�D�VRUW�RI�´RSWLPDO�VROXWLRQµ��6LQFH�WKLV�GRHV�QRW
DSSHDU�WR�EH�WKH�FDVH�LQ�0R]DPELTXH��LQ�IDFW��DW�WKH�WLPH�EHLQJ��LQ�QR�GHYHORSLQJ�FRXQWU\�DW�DOO�
GRQRUV�FRQWLQXH�WR�GLVEXUVH�GLUHFWO\�WR�SURMHFWV�DQG�VHFWRUV��$PRQJ�RWKHU�WKLQJV��WKLV�LPSOLHV�WKH
DVVXPSWLRQ�WKDW�JHQHUDO�EXGJHW�VXSSRUW�ZLOO�QRW�QHFHVVDULO\�ILOWHU�GRZQ�WR�WKH�VHFWRU�DQG�PLFUR
OHYHO�H[DFWO\�WKH�ZD\�LW�LV�LQWHQGHG��1RQHWKHOHVV��HYHQ�XQGHU�WKHVH�FLUFXPVWDQFHV�JHQHUDO�EXGJHW
VXSSRUW�LV�D�UHDVRQDEOH�DQG�OHJLWLPDWH�LQVWUXPHQW��,W�FDQ�EH�SURYLGHG�WR�JLYH�LQFHQWLYHV�IRU�LP�
SOHPHQWLQJ�DJUHHG�SROLFLHV�WKDW�ZLOO�LPSURYH�RYHUDOO�HFRQRPLF�DQG�SXEOLF�VHFWRU�PDQDJHPHQW�
,W�LV�DOVR�IUHTXHQWO\�FRQVLGHUHG�DV�WKH�EHVW�LQVWUXPHQW�WR�VXSSRUW�WKH�GHYHORSPHQW�RI�GRPHVWLF
FDSDFLWLHV�WR�JHQHUDWH�DQG�LPSOHPHQW�SROLF\�DQG�LQVWLWXWLRQDO�UHIRUPV�LQGHSHQGHQW�RI�GRQRU�
GULYHQ�FRQFHSWV�

*HQHUDO�EXGJHW�VXSSRUW�GRHV�QRW�WDUJHW�GLVEXUVHPHQWV�WR�UHFXUUHQW�RU�LQYHVWPHQW�H[SHQGLWXUHV
LQ�DQ\�VSHFLILF�VHFWRU��EXW�LV�D�JHQHUDO�FRQWULEXWLRQ�WR�ILQDQFH�WRWDO�SXEOLF�H[SHQGLWXUHV��,W�LV
FRQFHUQHG�ZLWK�WRWDO�UHVRXUFHV�DYDLODEOH�DQG�LWV�XVH��$FFRUGLQJO\��FRQGLWLRQV�RI�JHQHUDO�EXGJHW
VXSSRUW�VKRXOG�IRFXV�RQ�WRWDO�UHVRXUFH�PRELOLVDWLRQ�DQG�WRWDO�UHVRXUFH�XVH��+RZHYHU��DVVXPLQJ
WKDW�DQ�(6$)�DUUDQJHPHQW�LV�LQ�SODFH��WKHVH�FRQGLWLRQV�VKRXOG�EH�FRPSDWLEOH�ZLWK�WKH�SROLF\
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PDWUL[�RI�WKH�3ROLF\�)UDPHZRUN�3DSHU��3)3���7KLV�PDWUL[�LQFOXGHV�DPRQJ�RWKHUV�WKLQJV�WKH�NH\�
SDUDPHWHUV�RI�PDFURHFRQRPLF�SROLFLHV�DQG�LQVWLWXWLRQDO�UHIRUPV��$Q\�DGGLWLRQDO�FRQGLWLRQV�RXW�
VLGH�WKH�UDQJH�RI�WKH�SROLF\�PDWUL[��DV�ZHOO�DV�D�WRR�ODUJH�DQG�GHWDLOHG�VHW�RI�FRQGLWLRQV�LQ�JHQ�
HUDO��PD\�RYHUEXUGHQ�WKH�*RYHUQPHQW��PD\�FUHDWH�GLVLQFHQWLYHV�WR�JHQHUDWH�DQG�LPSOHPHQW
UHIRUP�SROLFLHV�LQGHSHQGHQW�RI�GRQRUV��RU�HYHQ�FUHDWH�QRQ�VROYDEOH�SROLF\�FRQIOLFWV��,W�JRHV�ZLWK�
RXW�VD\LQJ�WKDW�DFKLHYLQJ�FRPSDWLELOLW\�PD\�UHTXLUH�WKH�DFWLYH�LQYROYHPHQW�RI�ELODWHUDO�GRQRUV
LQ�WKH�3)3�SURFHVV�

6RPH�GRQRUV�SURYLGH�VXSSRUW�WLHG�WR�VSHFLILF�LPSRUWV�DQG�RU�FRQGLWLRQV�UHJDUGLQJ�WKH�FRXQWU\
RI�RULJLQ��ZLWK�RU�ZLWKRXW�JHQHUDWLQJ�FRXQWHU�YDOXH�IXQGV��FDVK�RU�LQ�NLQG�FRQWULEXWLRQ���0RUHR�
YHU��GRQRUV�DOVR�SURYLGH�VHFWRU�VXSSRUW�ZKHUH�²�LI�QRW�WKH�IRUH[�²�DW�OHDVW�WKH�JHQHUDWHG�FRXQWHU�
YDOXH�IXQGV�DUH�WLHG�WR�VSHFLILF�VHFWRUV��$OO�WKHVH�IRUPV�RI�WLHV�FRQWULEXWH�WR�LQFUHDVH�WKH�WUDQVDF�
WLRQ�FRVW�IRU�WKH�*RYHUQPHQW�LQ�DOORFDWLQJ�UHVRXUFHV�HIILFLHQWO\��7KH�UHVXOWLQJ�SUREOHP�LV�DQ
H[DFHUEDWLRQ�RI�WKH�SUREOHP�RI�SRVVLEO\�WRR�PDQ\�DQG�WRR�GHWDLOHG�FRQGLWLRQV�RXWOLQHG�DERYH�IRU
WKH�FDVH�RI�JHQHUDO�EXGJHW�VXSSRUW��7KH�*RYHUQPHQW�RI�0R]DPELTXH�UHFHLYHV�DLG�LQ�DOO�IRUPV
DQG�VKDSHV�IURP�PRUH�WKDQ����RIILFLDO�GRQRUV�DQG�,),·V�ZLWK�FRQGLWLRQV�DWWDFKHG�WKDW�UHIHU�WR
WKH�PLFUR��VHFWRU�DQG�PDFUR�OHYHO��,W�LV�D�WUHPHQGRXV�WDVN�WR�VRUW�RXW�WKHVH�FRQGLWLRQV��ZKLFK
DOZD\V�EHDU�WKH�ULVN�RI�FRQIOLFWLQJ�UHTXHVWV��DQG�WR�LQFOXGH�WKHP�LQ�D�FRKHUHQW�SROLF\�SDFNDJH�
7KHUHIRUH�WKH�DUJXPHQW�WR�DVFHUWDLQ�FRPSDWLELOLW\�DQG�D�PDQDJHDEOH�EXUGHQ�RI�FRQGLWLRQV��DV
PHQWLRQHG�DERYH�IRU�WKH�FDVH�RI�JHQHUDO�EXGJHW�VXSSRUW��KROGV�IRU�DVVLVWDQFH�WLHG�WR�VHFWRUV�DQG
VSHFLILF�LPSRUWV�DV�ZHOO�

:LWK�DVVLVWDQFH�WLHG�WR�VSHFLILF�LPSRUWV�DQG�VHFWRUV�WKH�TXHVWLRQ�DULVHV�ZKHWKHU�FRQGLWLRQV�DW�
WDFKHG�WR�WKHVH�IRUPV�RI�DLG�VKRXOG�RQO\�UHIHU�WR�WKH�UHVSHFWLYH�VHFWRUV�RU�PD\�DOVR�UHIHU�WR�PRUH
RYHUDUFKLQJ�JHQHUDO��PDFUR���SROLFLHV��,W�LV�REYLRXV�WKDW�W\LQJ�VHFWRU�VXSSRUW�DQG�VSHFLILF�LPSRUW
VXSSRUW�WR�JHQHUDO�SROLF\�FRQGLWLRQV�LV�LQ�IDFW�GRXEOH�W\LQJ��)LUVW��WKH�IRUP�DQG�VHFWRU�VSHFLILF
FRQGLWLRQV�RI�DLG�OLPLW�WKH�RSSRUWXQLW\�WR�DOORFDWH�IXQGV�IUHHO\��6HFRQG��WKH�*RYHUQPHQW�PXVW
DOVR�DGKHUH�WR�JHQHUDO�SROLF\�FRQGLWLRQV��+RZHYHU��WKH�DOORFDWLRQ�UHVWULFWLRQ�LV�RI�FRXUVH�ORRV�
HQHG�E\�WKH�IDFW�WKDW�DLG�LV�IXQJLEOH��)XQGV�DOORFDWHG�E\�GRQRUV�WR�D�VSHFLILF�VHFWRU�RU�SXUSRVH
PD\�IUHH�GRPHVWLF�IXQGV�WKDW�FDQ�EH�UH�DOORFDWHG�WR�RWKHU�VHFWRUV�RU�SXUSRVHV��0RUHRYHU��DV
PHQWLRQHG�EHIRUH��HPSLULFDO�VWXGLHV�LQGLFDWH�WKDW�WKH�HIIHFWLYHQHVV�RI�DOO�IRUPV�RI�DLG�GHSHQGV
XSRQ�WKH�TXDOLW\�RI�SROLFLHV�DQG�LQVWLWXWLRQV�LQ�UHFLSLHQW�FRXQWULHV��7KLV�PHDQV�WKDW�GRQRUV
VHHNLQJ�HIIHFWLYHQHVV�ZLOO��HLWKHU�LQ�H[SOLFLW�WHUPV�RU�ZLWK�VRPH�PRUH�RU�OHVV�REYLRXV�LPSOLFLW�XQ�
GHUVWDQGLQJ��PDNH�WKHLU�DVVLVWDQFH�FRQGLWLRQDO�RQ�WKH�RYHUDOO�TXDOLW\�RI�SROLFLHV�DQG�LQVWLWXWLRQV�
LQGHSHQGHQW�RI�WKHLU�IRUP�RU�FRPSRVLWLRQ�RI�DVVLVWDQFH���7KHUHIRUH�LW�PD\�YHU\�ZHOO�PDNH�VHQVH
WR�DWWDFK�JHQHUDO�SROLF\�FRQGLWLRQV�WR�DVVLVWDQFH�WLHG�WR�VHFWRUV��,I�WKH�QRQ�IXOILOPHQW�RI�FHUWDLQ
PDFUR�FRQGLWLRQV�KDV�D�FOHDUO\�QHJDWLYH�LPSDFW�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�VHFWRU�VXSSRUW�WKLV
FURVV�OHYHO�GRXEOH�W\LQJ�LV�UHDVRQDEOH�

6IGSQQIRHEXMSR���
7KHUH�LV�D�QHHG�IRU�DOO�GRQRUV�WR�FR�RUGLQDWH�WKH�FRQGLWLRQV�WKH\�DWWDFK�WR�WKHLU�YDULRXV�IRUPV�RI
SURJUDPPH�DVVLVWDQFH�LQ�RUGHU�WR�UHGXFH�WUDQVDFWLRQ�FRVWV�IRU�WKH�*RYHUQPHQW�DV�PXFK�DV�SRV�
VLEOH��7KH�ILYH�OLNH�PLQGHG�GRQRUV�FRXOG�WDNH�D�OHDGLQJ�UROH�LQ�WKLV�HIIRUW��$PRQJ�RWKHU�WKLQJV�
WKLV�FR�RUGLQDWLRQ�PXVW�LQFOXGH�WKH�HVWDEOLVKPHQW�RI�D�OLPLWHG�DQG�FRPSDWLEOH�VHW�RI�FRQGLWLRQV
WKDW�FDQ�EH�PDQDJHG�E\�WKH�*RYHUQPHQW�ZLWKLQ�WKH�3)3�SURFHVV��,Q�DGGLWLRQ�LW�UHTXLUHV�UDWLRQDO
GHFLVLRQV�RQ�ZKHWKHU�DQG�KRZ�VXSSRUW�WLHG�WR�VSHFLILF�VHFWRUV�VKRXOG�QRW�RQO\�EH�OLQNHG�WR�VHF�
WRU�VSHFLILF�FRQGLWLRQV�EXW�DOVR�WR�JHQHUDO�SROLF\�FRQGLWLRQV�DV�RXWOLQHG�DERYH�
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'SRXVSP�SJ�FYHKIX�I\IGYXMSR�ERH�SYXGSQIW

,Q�0R]DPELTXH��SRYHUW\�DOOHYLDWLRQ�KDV�EHHQ�WUDQVODWHG�LQWR��DPRQJ�RWKHUV��SXEOLF�VHFWRU�H[�
SHQGLWXUH�IRU�VRFLDO�VHFWRUV��(PSKDVLV�KDV�EHHQ�SXW�RQ�PHDVXULQJ�WR�ZKDW�H[WHQW�VRFLDO�VHFWRU
H[SHQGLWXUH��ERWK�LQ�WHUPV�RI�ILQDQFLDO�WDUJHWV��VKDUH�DQG�YROXPH�RI�H[SHQGLWXUH��DQG�RXWSXW
LQGLFDWRUV��OLNH�WHDFKHUV�SHU�SXSLO��HWF���KDYH�LQFUHDVHG��,Q�WKH�IRUPHU�FDVH�DFWXDO�YHULILFDWLRQV
DUH�GLIILFXOW�WR�REWDLQ�GXH�WR�ORZ�FDSDFLW\�LQ�SXEOLF�VHFWRU�ILQDQFLDO�PDQDJHPHQW��,Q�WKH�ODWWHU
FDVH�LW�VHHPV�GLIILFXOW�ZLWK�WKH�FXUUHQW�LQIRUPDWLRQ�DYDLODEOH�WR�ILQG�D�VWURQJ�OLQN�EHWZHHQ�YRO�
XPH�RI�H[SHQGLWXUH�DQG�RXWSXW�LPSDFW��7KHUH�LV�D�QHHG�WR�KDYH�PRUH�LQIRUPDWLRQ�RQ�WKH�LP�
SDFW�RI�WKH�SROLFLHV�SXUVXHG�RQ�SRYHUW\�DOOHYLDWLRQ�LQ�0R]DPELTXH�LI�VXFK�FRQGLWLRQV�RU�SHU�
IRUPDQFH�FULWHULD�DUH�WR�EH�PHDQLQJIXO�

$�QHZ�EXGJHW�IUDPHZRUN�KDV�EHHQ�LQWURGXFHG��+RZHYHU��WKH�YROXPH�RI�´RII�EXGJHWµ�H[SHQGL�
WXUH�LV�VWLOO�QRW�NQRZQ��QRU�LV�LW�NQRZQ�KRZ�LW�ZLOO�KDYH�DQ�LPSDFW�RQ�WRWDO�DOORFDWLRQ�RI�UHVRXUFHV
EHWZHHQ�VHFWRUV��,Q�WHUPV�RI�DFWXDO�EXGJHW�H[HFXWLRQ��WKH�´RQ�EXGJHWµ�H[SHQGLWXUH�FDQQRW�EH
YHULILHG�VLQFH�DFWXDO�H[SHQGLWXUH�GDWD�KDYH�QRW�EHHQ�SXEOLVKHG��DQG�HYHQ�RQO\�D�SDUW�RI�ZKDW�LV
´RQ�EXGJHWµ�LV�DFWXDOO\�FDSWXUHG�E\�WKH�SUHVHQW�V\VWHP�RI�SXEOLF�DFFRXQWLQJ��7R�YHULI\�KRZ
YDULRXV�W\SHV�RI�UHVRXUFHV�KDYH�DFWXDOO\�EHHQ�GLVWULEXWHG�LV�HYHQ�PRUH�GLIILFXOW��,W�DSSHDUV�WKDW
VRXUFHV�DQG�XVHV�RI�IXQGV�DUH�QRW�UHFRQFLOHG�DW�WKH�WUHDVXU\��DQG�H[SHQGLWXUHV�DUH�QRW�YHULILHG
E\�DXGLWLQJ�RI�DFFRXQWV�

7KXV�WKHUH�LV�D�OLPLWHG�EDVLV�IRU�XVLQJ�SURILOHV�RI�EXGJHW�H[HFXWLRQ�DV�D�FRQGLWLRQ�RU�SHUIRUPDQFH
FULWHULD�IRU�SURJUDPPH�DVVLVWDQFH��7KHUH�LV�DOUHDG\�D�SURFHVV�RQJRLQJ�WR�FDSWXUH�´RII�EXGJHWµ
H[SHQGLWXUHV�LQ�WKH�EXGJHW��:LWK�D�QHZ�EXGJHW�WDNLQJ�WKHVH�UHVRXUFHV�LQWR�FRQVLGHUDWLRQ�LW�ZLOO
EH�SRVVLEOH�WR�SUHVHQW�D�EXGJHW�WKDW�VKRZV�WKH�LQWHQGHG�SURILOH�RI�WRWDO�SXEOLF�H[SHQGLWXUHV�
+RZHYHU��WKH�*RYHUQPHQW�ZLOO�VWLOO�KDYH�D�ORQJ�ZD\�WR�JR�EHIRUH�DFWXDO�H[SHQGLWXUHV�FDQ�EH
SUHVHQWHG�DQG�UHFRQFLOHG�ZLWK�WKH�FDVK�IORZ��DQG�HYHQ�ORQJHU�WLPH�WR�DFWXDOO\�YHULI\�WKH�XVH
RI�WRWDO�UHVRXUFHV�E\�DXGLWLQJ�

7KLV�VLWXDWLRQ�RI�OLPLWHG�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�RI�SXEOLF�ILQDQFLDO�PDQDJHPHQW�UDLVHV
D�IXQGDPHQWDO�TXHVWLRQ��VKRXOG�GRQRUV�SURYLGH�JHQHUDO�EXGJHW�VXSSRUW�XQGHU�D�ILQDQFLDO�PDQ�
DJHPHQW�V\VWHP�WKDW�GRHV�QRW�DOORZ�IRU�D�IXOO\�VDWLVI\LQJ�FRQWURO�RI�WKH�DFWXDO�XVH�RI�DOO�SXEOLF
IXQGV��L�H��GRPHVWLF�DQG�GRQRU�IXQGV�OXPSHG�WRJHWKHU"�7R�SXW�LW�GLIIHUHQWO\��VKRXOG�GRQRUV�XQ�
GHU�WKHVH�FLUFXPVWDQFHV�QRW�SUHIHU�WR�SURYLGH�VHFWRU�VXSSRUW��ZKLFK�DOORZV�WKHP�WR�IXOO\�FRQWURO
WKH�XVH�RI�WKHLU�IXQGV"�&RQWURO�PHDQV�LQ�WKLV�FRQWH[W�ILQDQFLDO�FRQWURO��L�H��WKH�FKHFN�ZKHWKHU
WKHUH�DUH�DQ\�GLIIHUHQFHV�EHWZHHQ�SODQQHG�H[SHQGLWXUHV�DQG�DFWXDO�H[SHQGLWXUHV��$VSHFWV�RI
LPSOHPHQWDWLRQ�FDSDFLW\�DQG�TXDOLW\�RI�VHUYLFHV�DUH�QRW�LQFOXGHG�LQ�WKH�IROORZLQJ�GLVFXVVLRQ�
%RWK�FDQ��LQ�DOO�VHFWRUV�RI�SXEOLF�DFWLYLWLHV��EH�LPSURYHG�WKURXJK�WHFKQLFDO�DVVLVWDQFH�DQG�RU�WKH
FRQWUDFWLQJ�RI�TXDOLILHG�LPSOHPHQWLQJ�DJHQFLHV��7KLV�LV�D�GLIIHUHQW�DVSHFW�UHIHUULQJ�WR�RWKHU�LQ�
VWUXPHQWV��DOWKRXJK�LW�LV�WR�EH�DGPLWWHG�WKDW�WKH�ILQDQFLDO�FRQWURO�RI�SODQQHG�SXEOLF�H[SHQGLWXUHV
DQG�WKH�PRQLWRULQJ�RI�WKH�DPRXQW�DQG�TXDOLW\�RI�VHUYLFHV�JHQHUDWHG�ZLWK�LW�IROORZ�RQH�JRDO�

7KH��ILQDQFLDO��FRQWURO�SUREOHP�LV�D�VSHFLDO�FDVH�RU�SDUW�RI�WKH�IXQJLELOLW\�SUREOHP��8VXDOO\��DLG
IXQJLELOLW\�LV�VHHQ�DV�D�SKHQRPHQRQ�RQ�WKH�OHYHO�RI�EXGJHW�SODQQLQJ��,I�D�GRQRU�VWDUWV�WR�SURYLGH
DVVLVWDQFH�IRU�D�FHUWDLQ�SXUSRVH��WKH�JRYHUQPHQW�PD\�UHDFW�E\�UH�DOORFDWLQJ�SODQQHG�H[SHQGL�
WXUHV�LQ�WKH�UHVSHFWLYH�DUHD�IRU�RWKHU�SXUSRVHV��$V�D�FRQVHTXHQFH�GRQRU�DVVLVWDQFH�ZRXOG�QRW�EH
IXOO\�DGGLWLRQDO��7KH�HIIHFW�FDQ�EH�PHDVXUHG�E\�DQDO\VLQJ�H[SHQGLWXUH�SDWWHUQV�DQG�VHFWRUDO
SDWWHUQV�RI�DVVLVWDQFH��8QGHU�D�GHILFLHQW�ILQDQFLDO�PDQDJHPHQW�V\VWHP�IXQJLELOLW\�PD\�H[LVW
ZLWKRXW�GHWHFWDEOH�UH�DOORFDWLRQV�LQ�WKH�EXGJHW��7KH�JRYHUQPHQW�PD\�GLYHUW�UHVRXUFHV�IURP�RQH
SXUSRVH�WR�DQRWKHU��ZLWKRXW�DGMXVWLQJ�WKH�EXGJHW��DQG�ZLWKRXW�WKH�GLYHUVLRQ�EHLQJ�YLVLEOH�LQ�WKH
LQFRPSOHWH�DQG�XQYHULILHG�LQIRUPDWLRQ�DERXW�H[SHQGLWXUH�H[HFXWLRQ�
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8QGHU�WKHVH�FLUFXPVWDQFHV�WKH�SURSRUWLRQ�RI�FRQWUROOHG�SXEOLF�IXQGV�FDQ�PRVW�SUREDEO\�QRW�EH
VROYHG�E\�VZLWFKLQJ�IURP�JHQHUDO�EXGJHW�VXSSRUW�WR�VHFWRU�VXSSRUW��7KLV�LV�EHVW�LOOXVWUDWHG�E\�D
ILFWLWLRXV�QXPHULFDO�H[DPSOH��/HW�XV�DVVXPH�WKDW�WKH�EXGJHW�LV������ILQDQFHG�E\�GRPHVWLF�UHYH�
QXHV�RI����DQG�JHQHUDO�EXGJHW�VXSSRUW�RI�����,Q�DGGLWLRQ�LW�LV�DVVXPHG�WKDW�WKH�*RYHUQPHQW��IRU
ZKDWHYHU�WKH�UHDVRQ��GLYHUWV����IURP�SODQQHG�H[SHQGLWXUHV�IRU�RWKHU�SXUSRVHV��0RUHRYHU��LW�LV
DVVXPHG�WKDW���RI�WKH����JHQHUDO�EXGJHW�VXSSRUW�DUH�QRW�XVHG�DV�SODQQHG��1RZ�OHW�XV�DVVXPH
WKDW�GRQRUV�GHFLGH�WR�IXOO\�VXEVWLWXWH�WKH�EXGJHW�VXSSRUW�E\�VHFWRU�VXSSRUW��ZKLFK�WKH\�IXOO\
FRQWURO��:LOO�WKH�VXP�RI�GLYHUWHG�IXQGV�WKHQ�EH�UHGXFHG�IURP����WR��"�7KDW�ZRXOG�RQO\�EH�WKH
FDVH�XQGHU�WKH�DVVXPSWLRQ�WKDW�WKHUH�DUH�QR�RWKHU�RSSRUWXQLWLHV�IRU�IXQG�GLYHUVLRQ�LQ�WKH�UHVW�RI
WKH�EXGJHW��7KLV�K\SRWKHVLV�LV�SUREDEO\�KHURLF��DQG�LQ�DQ\�FDVH�KDUG�WR�SURYH��,W�LV�DW�OHDVW�DV
OLNHO\�WKDW�WKH�GLYHUVLRQ�RI�IXQGV�ZLOO�UHPDLQ�DW�����:H�MXVW�GRQ·W�NQRZ�

$V�PHQWLRQHG�DERYH��WKH�ILQDQFLDO�FRQWURO�SUREOHP�LV�D�VSHFLDO�FDVH�RU�SDUW�RI�WKH�IXQJLELOLW\
SUREOHP��7KH�IXQJLELOLW\�RI�DLG�UHTXLUHV�WKDW�GRQRUV��LQGHSHQGHQW�RI�WKH�IRUP�RI�DVVLVWDQFH�WKH\
SURYLGH��PXVW�FKHFN�ZKHWKHU�WKH�RYHUDOO�EXGJHW�DOORFDWLRQ�VXIILFLHQWO\�UHIOHFWV�WKHLU�LGHDV�RI�DQ
´DGHTXDWHµ�YROXPH�DQG�SDWWHUQ�RI�SXEOLF�H[SHQGLWXUHV��8QGHU�D�GHILFLHQW�DFFRXQWLQJ�DQG�DXGLW
V\VWHP��WKH�ILQDQFLDO�FRQWURO�SUREOHP�LPSOLHV�WKDW�GRQRUV��RI�FRXUVH�DJDLQ�LQGHSHQGHQW�RI�WKH
IRUP�RI�DVVLVWDQFH�WKH\�SURYLGH��PXVW�WDNH�LQWR�FRQVLGHUDWLRQ�WKDW�SXEOLF�IXQGV�PD\�EH�GLYHUWHG
ZLWKRXW�WKDW�EHLQJ�YLVLEOH��8QGHU�WKHVH�FLUFXPVWDQFHV��GRQRUV�FDQQRW�DVFHUWDLQ�ZLWK�VHFWRU�DV�
VLVWDQFH��RU�SURMHFW�DVVLVWDQFH��WKDW�WKH�UHVSHFWLYH�VHFWRUV�DFWXDOO\�UHFHLYH�WKH�IXQGV�DV�SODQQHG�

6IGSQQIRHEXMSR���
8QGHU�WKHVH�FLUFXPVWDQFHV�GRQRUV�PD\�FRQVLGHU�WKH�IROORZLQJ�RSWLRQV�UHJDUGLQJ�WKH�SURYLVLRQ
RI�JHQHUDO�EXGJHW�VXSSRUW�

• 'RQRUV�PD\�GHFLGH�QRW�WR�SURYLGH�JHQHUDO�EXGJHW�VXSSRUW��EDVHG�RQ�WKH�DUJXPHQW�WKDW�WKH
FXUUHQW�SXEOLF�ILQDQFLDO�PDQDJHPHQW�V\VWHP�LV�WRR�ZHDN�WR�SURYLGH�DQ�RYHUYLHZ�RI�WRWDO�UH�
VRXUFH�IORZV�DQG�WKHLU�XVH��,QVWHDG�WKH\�FDQ�WDUJHW�GLVEXUVHPHQW�WR�VSHFLILF�VHFWRUV�RU�SURM�
HFWV��PDNLQJ�VXUH�WKDW�DW�OHDVW�GRQRU�IXQGV�DUH�YHULILDEO\�H[HFXWHG�DV�LQWHQGHG��+RZHYHU�
GRQRUV�PXVW�DGPLW�WKDW�WKH\�FDQQRW�EH�VXUH�ZKHWKHU�WKLV�DFWXDOO\�LPSURYHV�DLG�HIIHFWLYHQHVV�
:KDW�FRXQWV�LV�WKH�QHW�HIIHFW�RI�DLG��2QO\�LI�WKH�XQNQRZQ�GLYHUVLRQ�RI�GRQRU�IXQGV��KLGGHQ
E\�DQ�LQFRPSOHWH�DQG�XQYHULILHG�DFFRXQWLQJ�DQG�DXGLW�V\VWHP��ZHUH�QRW�VXEVWLWXWHG�E\�RWKHU
RSSRUWXQLWLHV�RI�GLYHUVLRQ��WKH�RYHUDOO�VLWXDWLRQ�ZRXOG�LPSURYH�WKURXJK�WKH�LQFUHDVHG�FRQ�
WURO�RI�IXQGV��+RZHYHU��WKDW�LV�DQ�DVVXPSWLRQ�YLUWXDOO\�LPSRVVLEOH�WR�SURYH�

• 'RQRUV�PD\�SURYLGH�JHQHUDO�EXGJHW�VXSSRUW��EXW�VKRXOG�QRW�H[SHFW�WR�UHFHLYH�UHOLDEOH�DQG
YHULILHG�LQGLFDWRUV�RQ�WKH�SURILOH�RI�WRWDO�EXGJHW�H[HFXWLRQ�LQ�WKH�VKRUW�WHUP��,Q�WKDW�FDVH�GR�
QRUV�IXOO\�DFNQRZOHGJH�WKH�SRVVLELOLW\�WKDW�DQ�LQFUHDVHG�SURSRUWLRQ�RI�IXOO\�GRQRU�FRQWUROOHG
IXQGV�ZLOO�QRW�QHFHVVDULO\�LPSURYH�WKH�RYHUDOO�VLWXDWLRQ��L�H��WKDW�RQO\�DQ�LPSURYHPHQW�RI�WKH
RYHUDOO�ILQDQFLDO�PDQDJHPHQW�V\VWHP�ZLOO�SURYLGH�D�UHPHG\��7KHUHIRUH�GRQRUV�VKRXOG
VWURQJO\�VXSSRUW�WKH�RQJRLQJ�HIIRUWV�WR�LPSURYH�RYHUDOO�ILQDQFLDO�PDQDJHPHQW��ZKLFK�LQ�WKH
IXWXUH�ZLOO�DOORZ�IRU�PRUH�UHOLDEOH�LQGLFDWRUV�RI�DFWXDO�EXGJHW�H[HFXWLRQ��$GYDQFHV�LQ�WKLV
DUHD�VKRXOG�EH�KLJK�SULRULW\�FRQGLWLRQV��EDFNHG�E\�WHFKQLFDO�DVVLVWDQFH�WR�VHFXUH�DV�PXFK
SURJUHVV�DV�SRVVLEOH��,W�JRHV�ZLWKRXW�VD\LQJ�WKDW�DOVR�WKH�ILUVW�RSWLRQ�FDQ�EH�FRPELQHG�ZLWK
WKLV�FRQFHUQ�DQG�VXSSRUW�

7KH�WZR�RSWLRQV�DUH�REYLRXVO\�EDVHG�RQ�WZR�GLIIHUHQW�DQVZHUV�RQ�WKH�K\SRWKHVLV�UHJDUGLQJ�WKH
RYHUDOO�LPSDFW�RI�DQ�LQFUHDVHG�SURSRUWLRQ�RI�WRWDOO\�GRQRU�FRQWUROOHG�IXQGV��8QIRUWXQDWHO\��WKH
K\SRWKHVLV�LV�SUDFWLFDOO\�LPSRVVLEOH�WR�WHVW��%XW�WKHUH�DUH�DUJXPHQWV�WKDW�DFWXDOO\�ERWK�URXWHV�FDQ
DQG�VKRXOG�EH�IROORZHG�ZLWK�JRRG�UHDVRQV�
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7KHUH�LV�ZLGH�DJUHHPHQW�WKDW�LI�VHFWRU�VXSSRUW�LV�SURYLGHG��WKH�SURFHGXUHV�DSSOLHG�VKRXOG�QRW
EH�VWDQG�DORQH�GRQRU�RSHUDWLRQV�SDUDOOHO�WR�SXEOLF�VHFWRU�SURFHGXUHV��EXW�WKDW�WKH\�VKRXOG�EH
LQWHJUDWHG�DQG�PDGH�FRPSDWLEOH�ZLWK�WKH�JRYHUQPHQW�EXGJHWLQJ�DQG�DFFRXQWLQJ�IUDPHZRUN�
,Q�RWKHU�ZRUGV��GRQRU�UHVRXUFHV��DOWKRXJK�IXOO\�FRQWUROOHG�E\�GRQRUV��VKRXOG�EH�FDSWXUHG�LQ
EXGJHW�H[HFXWLRQ�IRU�DW�OHDVW�WZR�UHDVRQV��)LUVW��WKLV�ZLOO�FRQWULEXWH�WR�PLQLPLVH�WKH�WUDQVDFWLRQ
FRVWV�IRU�WKH�*RYHUQPHQW�LQ�XWLOLVLQJ�WKH�UHVRXUFHV��6HFRQG��LW�FDQ�EH�H[SHFWHG�WKDW�VXFK�D�FR�
RSHUDWLYH�DSSURDFK�ZLOO�KDYH�SRVLWLYH�V\QHUJLHV��1RW�RQO\�WKH�GRQRUV�EXW�DOVR�WKH�JRYHUQPHQW
EHQHILWV�IURP�WKH�LPSURYHG�FRQWURO�RI�UHVRXUFHV��DQG�LW�LV�OLNHO\�WKDW�VRXQG�SURFHGXUHV�RI�DF�
FRXQWLQJ��EXGJHW�H[HFXWLRQ�DQG�DXGLWLQJ�ZLOO�KDYH�VSLOO�RYHU�HIIHFWV�LQWR�WKH�H[LVWLQJ�SURFHGXUHV
RI�WKH�UHVSHFWLYH�VHFWRUV�

2Q�WKH�RWKHU�KDQG�WKH�SURYLVLRQ�RI�JHQHUDO�EXGJHW�VXSSRUW�KDV�WKH�DGYDQWDJH�WKDW�LW�SURYLGHV
PRUH�IOH[LELOLW\�DQG�OHVV�FRVWO\�RSSRUWXQLWLHV�IRU�WKH�JRYHUQPHQW�WR�GHFLGH�DERXW�VHFWRUDO�EXGJHW
DOORFDWLRQ�DQG�DFWXDO�H[SHQGLWXUHV��7KH�DJUHHPHQW�EHWZHHQ�WKH�JRYHUQPHQW�DQG�GRQRUV�DERXW
DQ�DSSURSULDWH�H[SHQGLWXUH�SDWWHUQ�LV�WKHQ�FOHDUO\�PRUH�D�FDVH�RI�SROLF\�GLDORJXH�WKDQ�ILQDQFLDO
DQG�RSHUDWLRQDO�GRQRU�LQWHUYHQWLRQ��$V�PHQWLRQHG�EHIRUH��WKH�FRPELQDWLRQ�RI�JHQHUDO�EXGJHW
VXSSRUW�DQG�SROLF\�GLDORJXH��LI�QRW�RYHUEXUGHQHG�ZLWK�WRR�PDQ\�GHWDLOHG�FRQGLWLRQV�IURP�WKH
GRQRU�VLGH��LV�LQWHUSUHWHG�DV�DQ�LQFHQWLYH�WR�VWUHQJWKHQ�HQGRJHQRXV�UHIRUP�IRUFHV�

&RPPRQ�WR�ERWK�DSSURDFKHV�LV�WKH�FRQFHUQ�WR�LPSURYH�RI�WKH�SXEOLF�ILQDQFLDO�PDQDJHPHQW
V\VWHP�WKURXJK�WHFKQLFDO�DVVLVWDQFH��,Q�WKH�ILUVW�RSWLRQ�WKDW�ZLOO�SDUWO\�EH�DFFRPSOLVKHG�YHU\
FORVHO\�ZLWK�WKH�VHFWRU�VXSSRUW��LQ�WKH�VHFRQG�RSWLRQ�LW�ZLOO�DOVR�EH�DFFRPSOLVKHG�ZLWK�WHFKQLFDO
DVVLVWDQFH��EDFNHG�E\�FRQGLWLRQV�DWWDFKHG�WR�JHQHUDO�EXGJHW�VXSSRUW��$OO�LQ�DOO�LW�VHHPV�WKDW�WKHUH
DUH�JRRG�UHDVRQV�WR�IROORZ�ERWK�URXWHV�DQG�WR�WDNH�DGYDQWDJH�RI�WKH�VWUHQJWKV�RI�ERWK�LQVWUX�
PHQWV��*HQHUDO�EXGJHW�VXSSRUW�DQG�VHFWRU�DVVLVWDQFH�DUH�PRUH�FRPSOHPHQWDU\�WR�HDFK�RWKHU
WKDQ�PXWXDOO\�H[FOXVLYH��7KHUHIRUH�LW�VHHPV�KLJKO\�UHFRPPHQGDEOH�WKDW�WKH�ILYH�OLNH�PLQGHG
GRQRUV�FR�RUGLQDWH�WKHLU�HIIRUWV�DQG�WU\�WR�ZRUN�RXW�DQ�RSWLPDO�PL[�RI�WKHVH�LQVWUXPHQWV�

%�GSQQSR�W]WXIQ�JSV�TVSKVEQQI�EWWMWXERGI

7KH�ILYH�GRQRUV�DOO�SURYLGH�VRPH�IRUP�RI�SURJUDPPH�DVVLVWDQFH�EXW�WKURXJK�D�ODUJH�YDULHW\�RI
DSSURDFKHV�DQG�FRQGLWLRQV��,PSRUW�VXSSRUW�LV�SURYLGHG�WR�JHQHUDWH�FRXQWHU�YDOXH�DV�JHQHUDO
EXGJHW�VXSSRUW��7KH�IROORZLQJ�H[DPSOHV�PD\�VHUYH�DV�LOOXVWUDWLRQV�

�� ,PSRUW�VXSSRUW�EXGJHW�VXSSRUW�²�7LHG�WR�JHQHUDO�3)3�SHUIRUPDQFH�DQG�HPSKDVLV�RQ�QHZ
RUJDQLVDWLRQDO�VWUXFWXUH��VHOHFWLRQ�RI�FRPSXWHULVDWLRQ�VFKHPH�DQG�LQLWLDWLRQ�RI�SXEOLF�FDP�
SDLJQ�IRU�9$7��,Q�DGGLWLRQ�LVVXHV�OLNH�LQFUHDVHG�FHQWUDO�*RY��UHYHQXHV�WR�*'3��UHGXFHG
VKDUH�IRU�SXEOLF�H[SHQGLWXUH�IRU�GHIHQFH�DQG�VHFXULW\��LPSOHPHQWDWLRQ�RI�D�QHZ�FDUHHU
VWUHDP�FRPSHQVDWLRQ�VWUXFWXUH�IRU�FLYLO�VHUYLFH�DQG�VDWLVIDFWRU\�UHYLVLRQ�RI�WKH�FRPPHUFLDO
FRGH�DUH�VWDWHG�DV�FULWHULD�

�� ,PSRUW�VXSSRUW�EXGJHW�VXSSRUW�²�7LHG�WR�JHQHUDO�3)3�SHUIRUPDQFH��&R�ILQDQFHG�ZLWK�WKH
:RUOG�%DQN��KRZHYHU�SULYDWH�VHFWRU�GR�QRW�KDYH�WR�FRPSO\�ZLWK�WKH�VWDWHG�SURFXUHPHQW
UHJXODWLRQV�

�� ,PSRUW�VXSSRUW�EXGJHW�VXSSRUW�²�7LHG�WR�JHQHUDO�3)3�SHUIRUPDQFH��ZLWK�VSHFLILF�IRFXV�RQ
LPSURYHG�FXVWRPV�HIIHFWLYHQHVV��PRQHWDU\�FRQWURO��ILVFDO�PDQDJHPHQW�DQG�LQFUHDVHG�VRFLDO
VHFWRU�VSHQGLQJ�

�� ,PSRUW�VXSSRUW�EXGJHW�VXSSRUW�²�7LHG�WR�JHQHUDO�3)3�FRQGLWLRQV��EXW�ZLWK�VSHFLDO�HPSKDVLV
RQ�SURJUHVV�RQ�UHIRUP�UHODWHG�WR�*RYHUQPHQW�EXGJHW��DFFRXQWV�DQG�DXGLWV
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�� 'HEW�UHOLHI��EXGJHW�VXSSRUW�²�7LHG�WR�JHQHUDO�3)3�SHUIRUPDQFH��DQG�*RYHUQPHQW�GHVLJQ
DQG�LPSOHPHQWDWLRQ�RI�UHWUHQFKPHQW�VFKHPH�IRU�FLYLO�VHUYDQWV��'LVEXUVHG�RQ�D�UHLPEXUVH�
PHQW�EDVLV�WR�FRYHU�GHEW�VHUYLFH�SD\PHQWV�WR�WKH�:RUOG�%DQN��$')�DQG�,0)�ZLWK�VDYLQJV
IURP�GHEW�VHUYLFH�WLHG�WR�FRVWV�RI�UHWUHQFKPHQW�RI�FLYLO�VHUYDQWV�

�� )RUHLJQ�'HEW�$OOHYLDWLRQ�)XQG�²�7LHG�WR�JHQHUDO�3)3�FRQGLWLRQV��,Q�DGGLWLRQ�VDYLQJV�IURP
UHGXFHG�GHEW�VHUYLFH�SD\PHQWV�WR�EH�DOORFDWHG�WR�VRFLDO�VHFWRU�H[SHQGLWXUH�DQG�SRYHUW\�DOOH�
YLDWLRQ�SURJUDPV��

�� )RUHLJQ�'HEW�$OOHYLDWLRQ�)XQG�²�)'$)�FRQGLWLRQV��L�H��DGGLWLRQDO�H[SHQGLWXUH�IRU�VRFLDO
VHFWRU�DQG�SRYHUW\�DOOHYLDWLRQ�SURJUDPV��

-XGJLQJ�IURP�WKH�DERYH��LWV�LV�UHDVRQDEOH�WR�VD\�WKDW�WKH�GRQRUV�MRLQWO\�FRQVLGHU�SURJUHVV�XQGHU
WKH�3)3�IUDPHZRUN�DV�FRQGLWLRQV�IRU�WKHLU�VXSSRUW��EXW�ZLWK�GLIIHUHQFHV�LQ�IRFXV�RQ�FHUWDLQ
EHQFKPDUNV�SHUIRUPDQFH�FULWHULD�LQ�WKH�3)3�DQG�GLIIHUHQW�SURFHGXUHV�IRU�GLVEXUVHPHQW�

$�FR�RUGLQDWHG�DSSURDFK�ZRXOG�LQFOXGH�WKH�IROORZLQJ�HOHPHQWV�

• D�FRPPRQ�VHW�RI�LVVXHV�WR�IRFXV�RQ��SHUIRUPDQFH�FULWHULD��

• D�FRPPRQ�SURFHGXUH�LQ�MRLQWO\�UHYLHZLQJ�SHUIRUPDQFH�DV�EDVLV�IRU�UHOHDVH�RI�IXQGV

• D�FRPPRQ�SURFHGXUH�IRU�GLVEXUVHPHQW�RI�WKH�IXQGV

• D�FRPPRQ�DSSURDFK�LQ�PRQLWRULQJ�WKH�XWLOLVDWLRQ�RI�WKH�IXQGV

6IGSQQIRHEXMSR���

&RPPRQ�LVVXHV�RU�SHUIRUPDQFH�FULWHULD
,I�WKH�GRQRUV�DUH�WR�DSSO\�D�FRPPRQ�DSSURDFK�WKH\�VKRXOG�GHFLGH�RQ�D�FRPPRQ�VHW�RI�LVVXHV
WKDW�HLWKHU�DUH�LQFOXGHG�LQ�WKH�3)3�RU�DW�OHDVW�FRPSDWLEOH�ZLWK�WKH�3)3��7KLV�VHW�RI�SHUIRUPDQFH
FULWHULD�EHQFKPDUNV�VKRXOG�EH�PRQLWRUHG�DQG�DGMXVWHG��DV�RWKHU�SROLF\�LVVXHV�EHFRPH�LPSRUWDQW
ZLWKLQ�WKH�3)3�IUDPHZRUN��,Q�$QQH[���ZH�VXJJHVW�VRPH�EURDG�DUHDV�ZLWKLQ�WKH�ILQDQFLDO�PDQ�
DJHPHQW�DUHD�ZKHUH�WDUJHWV�FRXOG�EH�VHW�ZLWKLQ�RU�FRPSDWLEOH�ZLWK�WKH�3)3�IUDPHZRUN��6LQFH�LW
LV�WR�IDOO�ZLWKLQ�WKH�VFRSH�RI�WKH�3)3��WKH�FULWHULD�WR�EH�HVWDEOLVKHG�VKRXOG�IROORZ�D�UHYLHZ�DIWHU
WKH�DQQXDO�,0)�UHYLHZ�PLVVLRQ�XQOHVV�WKH�GRQRUV�KDYH�WKH�DPELWLRQ�WR�LQIOXHQFH�WKH�3)3�
SURFHVV�DW�WKLV�OHYHO�

7KH�FULWHULD�VKRXOG�EH�FOHDU��VLPSOH�DQG�DFKLHYDEOH��&ODULW\�DQG�VLPSOLFLW\�DUH�LPSRUWDQW�VR�LW
GRHV�QRW�LQYROYH�OHQJWK\�H[�SRVW�GLVFXVVLRQV�RQ�ZKDW�ZDV�WR�EH�DFKLHYHG�E\�WKH�*20��$FKLHY�
DEOH�PHDQV�DJUHHG�SHUIRUPDQFH�FULWHULD�VKRXOG�EH�ZLWKLQ�WKH�*20�OHYHO�RI�FDSDFLW\�

7R�JLYH�VRPH�LOOXVWUDWLRQV�

• ,I�GRQRUV�GHPDQG�LQIRUPDWLRQ�RQ�DFWXDO�H[SHQGLWXUHV�LQ�VRFLDO�VHFWRUV�DV�DQ�LQGLFDWRU�RI
*20�LPSOHPHQWLQJ�SRYHUW\�DOOHYLDWLRQ�SROLFLHV��WKH\�QHHG�WR�DJUHH�RQ�ZKDW�NLQG�RI�LQIRU�
PDWLRQ�WKLV�LV�WR�EH�SUHVHQWHG��,I�GRQRUV�GHPDQG�GDWD�RQ�WRWDO�SXEOLF�H[SHQGLWXUHV�WKLV�LV�QRW
DFKLHYDEOH�VLQFH�D�PDMRU�VKDUH�RI�UHVRXUFHV�DUH�QRW�EXGJHWHG�DQG�HYHQ�OHVV�DFFRXQWHG�IRU
ZLWKLQ�WKH�FXUUHQW�SXEOLF�DFFRXQWLQJ�V\VWHP�

�����������������������������������������������������
��$SSDUHQWO\�WKH�)'$)�FRQGLWLRQV�RQ�DOORFDWLRQV�WR�VRFLDO�VHFWRUV�KDYH�EHHQ�ZDLYHG�
��6DPH�ZDLYHU�DV�DERYH�
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• ,I�GRQRUV�SXW�D�ORW�RQ�HPSKDVLV�RQ�SURJUHVV�E\�*20�LQ�GHYHORSLQJ�D�IUDPHZRUN�IRU�RYHUDOO
SODQQLQJ��EXGJHWLQJ��DFFRXQWLQJ�DQG�DXGLWLQJ�WKH\�VKRXOG�IRFXV�RQ�HVWDEOLVKLQJ�DQ�DJUHHG
WLPHWDEOH�ZLWK�WKH�*20�DQG�GHILQH�WKH�LPSURYHPHQWV�WR�EH�PDGH�DQG�DFWLRQV�WR�EH�WDNHQ�
7KLV�LV�UHODWHG�WR�WKH�HYHU�UHWXUQLQJ�LVVXH�RI�´RII�EXGJHWµ�H[SHQGLWXUHV��7KH�FRPLQJ�VWXG\
E\�LWVHOI�LV�E\�WKH�3)3�FRQVLGHUHG�D�EHQFKPDUN��KRZHYHU�WKH�PDLQ�LVVXH�LV�KRZ�DOO�UHVRXUFHV
SURYLGHG�RXWVLGH�WKH�EXGJHW�FDQ�EH�LQFRUSRUDWHG�LQ�WKH�VWDWH�ILQDQFLDO�V\VWHP�RQ�D�VHFWRU�E\
VHFWRU�EDVLV��%RWK�FDQ�EH�XVHG�DV�SHUIRUPDQFH�FULWHULD��KRZHYHU�LW�LV�WKH�ODWWHU�WKDW�ZLOO�PDNH
VRPH�LPSDFW�

• 2Q�WKH�GLVEXUVHPHQW�VLGH��WKH�*RYHUQPHQW�LV�DVNHG�WR�UHFRQFLOH�EDODQFH�RI�SD\PHQWV�VXS�
SRUW�LQIORZV�ZLWK�UHYHQXHV�JHQHUDWHG�IRU�WKH�EXGJHW�LQ�WKH�IRUP�RI�FRXQWHU�YDOXH�IXQGV�
7KH\�KDYH�GRQH�VR�LQ�WHUPV�RI�IRUH[�VROG�WR�WKH�SULYDWH�EDQNV��EXW�QHYHU�EHHQ�DVNHG�WR�FRQ�
VROLGDWH�WKHVH�IORZV�WKURXJK�WR�WKH�WUHDVXU\��6HFRQGO\�WKH\�KDYH�QRW�EHHQ�DVNHG�WR�UHFRQFLOH
WKHVH�IORZV�ZLWK�DOO�RWKHU�IORZV�WR�WUHDVXU\�WR�VHH�WKH�EXGJHW�VXSSRUW�LQ�UHODWLRQ�WR�WRWDO�UH�
VRXUFHV�DQG�WKHLU�XVH�

$OO�WKH�DERYH�DUH�VDPSOHV�RI�LVVXHV�ZKLFK�FRXOG�EH�D�EDVLV�IRU�GHILQLQJ�VRPH�FRPPRQ�FULWHULD
E\�WKH�ILYH�OLNH�PLQGHG�GRQRUV�

*HQHUDO�EXGJHW�VXSSRUW�E\�GRQRUV�LV�QRW�PHDQLQJIXO�WR�WUDFH�RQ�D�GRQRU�E\�GRQRU�EDVLV��,W�LV�WKH
WRWDO�IORZ�RI�UHVRXUFHV�DQG�WKHLU�XWLOLVDWLRQ��ZKLFK�DUH�WKH�NH\�LVVXHV��6LQFH�LQIRUPDWLRQ�FRQ�
FHUQLQJ�WRWDO�SXEOLF�H[SHQGLWXUHV�FDQ�QRW�EH�SURGXFHG�ZLWK�WKH�FXUUHQW�VWDWXV�RI�WKH�V\VWHP��D
QXPEHU�RI�VHFRQG�EHVW�FULWHULD�DVVRFLDWHG�ZLWK�WKH�EXGJHW�VXSSRUW�PD\�EH�DSSOLHG��7KH\�DUH
DVVRFLDWHG�ZLWK�WKH�RQJRLQJ�SURFHVV�WR�LPSURYH�WKH�VLWXDWLRQ�

2QH�VHW�RI�LVVXHV�ZKLFK�VHHPV�KLJKO\�UHOHYDQW�IROORZLQJ�WKH�ILQGLQJV�IURP�WKLV�PLVVLRQ��RWKHU
WKDQ�JHQHUDO�DVVHVVPHQW�RI�SURJUHVV�XQGHU�WKH�IUDPHZRUN�RI�3)3��ZRXOG�EH�LVVXHV�UHODWHG�WR
ILQDQFLDO�PDQDJHPHQW�OLNH�

• $JUHHPHQW�RQ�D�WLPHWDEOH��H�J��RQ�D�TXDUWHUO\�EDVLV��IRU�WKH�*20�WR�SURGXFH�HVWLPDWHG
DFWXDO�H[SHQGLWXUHV�DV�SHU�DFFRXQWV�DQG�WRWDO�GLVEXUVHPHQW�IURP�WUHDVXU\�IRU�EXGJHW�H[HFX�
WLRQ��HYHQ�WKRXJK�VXFK�HVWLPDWHV�ZLOO�RQO\�FDSWXUH�D�FHUWDLQ�SURSRUWLRQ�RI�WRWDO�UHVRXUFH
IORZV��7KHVH�ILJXUHV�VKRXOG�EH�SUHVHQWHG�LQ�UHODWLRQ�WR�WKH�EXGJHW��GHVSLWH�WKH�IDFW�WKDW�WKH
EXGJHW�FDSWXUHV�PRUH�WKDQ�WKH�DFFRXQWV��7KH�SXUSRVH�LV�QRW�WR�IRFXV�RQ�WKH�QXPEHUV�WKHP�
VHOYHV�EXW�UDWKHU�WR�LQVWLWXWH�D�SURFHVV�RI�SXEOLF�SUHVHQWDWLRQ�RI�LQIRUPDWLRQ�UHODWHG�WR
EXGJHW�H[HFXWLRQ�

• $JUHHPHQW�RQ�D�WLPHWDEOH�WR�PDS�RXW�UHVRXUFHV�IORZLQJ�WR�DQG�IURP�WKH�WUHDVXU\�DFFRXQWLQJ
V\VWHP��7KLV�PD\�LQFOXGH�DGGLWLRQDO�WHFKQLFDO�DVVLVWDQFH�H[WHQGLQJ�WKH�(8�IXQGHG�SURMHFW
RQ�WKH�0%���DQG�EURDGHQ�WKH�VFRSH�WR�LQFOXGH�DOO�UHYHQXH�DFFRXQWV�DQG�WKH�WUHDVXU\�DF�
FRXQW�DW�FHQWUDO�OHYHO��%DVHG�RQ�WKH�PDSSLQJ�RI�WKH�UHYHQXH�IORZV�WKURXJK�FHQWUDO�WUHDVXU\�
DJUHHPHQW�VKRXOG�EH�IRXQG�RQ�D�SURFHGXUH�IRU�TXDUWHUO\�UHSRUWLQJ�RQ�DFWXDO�UHVRXUFHV�PDGH
DYDLODEOH�WKURXJK�WKRVH�WUHDVXU\�DFFRXQWV�

• $JUHHPHQW�RQ�D�WLPHWDEOH�IRU�WKH�*RYHUQPHQW�WR�PDS�RXW�´RII�EXGJHWµ�H[SHQGLWXUH�DQG�D
SODQ�IRU�KRZ�WR�LQFRUSRUDWH�WKHP�LQ�WKH�0HGLXP�7HUP�([SHQGLWXUH�)UDPHZRUN��$QQXDO
%XGJHW�DQG�VXEVHTXHQWO\�WKH�SXEOLF�DFFRXQWLQJ�V\VWHP��7KH�LVVXH�ZLOO�KDYH�OLQNDJHV�WR�WKH
SURFHVV�RI�GHVLJQLQJ�6HFWRU�:LGH�3URJUDPV��6:$36��

,Q�WKH�VKRUW�UXQ��WKH�DWWHPSW�WR�DOVR�LQFOXGH�RXWSXW�LQGLFDWRUV�RU�LQGLFDWRUV�RI�LPSDFW�VHHPV�OHVV
UHOHYDQW��VLPSO\�EHFDXVH�YHU\�OLWWOH�LV�DFWXDOO\�NQRZQ�RI�WKH�OLQNDJHV�EHWZHHQ�SXEOLF�H[SHQGLWXUHV
DQG�TXDOLW\�TXDQWLW\�RI�H�J��VRFLDO�VHUYLFHV��+RZHYHU��WKLV�LV�XQGRXEWHGO\�DQ�LPSRUWDQW�SUREOHP
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WR�EH�WDFNOHG�LQ�WKH�PHGLXP�DQG�ORQJ�UXQ��,I�VXFK�RXWSXW�LQGLFDWRUV�DUH�WR�EH�DSSOLHG�LQ�WKH
IXWXUH��DGGLWLRQDO�UHVRXUFHV�WR�SURGXFH�WKLV�LQIRUPDWLRQ�LV�UHTXLUHG��6XFK�HIIRUWV�VKRXOG�EH�FRQ�
VLGHUHG�DV�FRPSRQHQWV�XQGHU�VHFWRU�SURJUDPPHV��DV�VWXGLHV�WR�EH�LPSOHPHQWHG�DV�SDUW�RI�DQ
DVVHVVPHQW�RI�WKH�DFWXDO�LPSDFW�RQ�SRYHUW\�DQG�RU�DV�VXSSRUW�WR�WKH�FXUUHQW�ZRUN�RI�IRUPXODWLQJ
D�SRYHUW\�DOOHYLDWLRQ�VWUDWHJ\�DQG�GHYHORS�UHODWHG�LQIRUPDWLRQ�V\VWHPV�

6IGSQQIRHEXMSR���

&RPPRQ�SURFHGXUH�IRU�PRQLWRULQJ�SHUIRUPDQFH
7KH�GRQRUV�VKRXOG�DJUHH�RQ�FRPPRQ�SURFHGXUHV�IRU�PRQLWRULQJ�SURJUHVV��ZRUNLQJ�DV�IDU�DV
SRVVLEOH�ZLWKLQ�DOUHDG\�HVWDEOLVKHG�MRLQW�ZRUNLQJ�JURXSV��H�J��EXGJHW�ZRUNLQJ�JURXS���7KH�SUR�
FHGXUHV�PXVW�LQFOXGH�WKH�IRUPDW�RI�UHSRUWV��WKH�IUHTXHQF\�RI�PRQLWRULQJ�DQG�GHDOLQJ�ZLWK�QRQ�
SHUIRUPDQFH��LQFOXGLQJ�VXFK�LVVXHV�DV�WKH�SRVVLEOH�VXVSHQVLRQ�RI�0)6���&ULWHULD�QHHG�WR�EH�GLV�
WLQJXLVKHG�DV�FULWLFDO�DQG�LPSRUWDQW�

,Q�DGGLWLRQ�WR�WKH�DOUHDG\�HVWDEOLVKHG�SURFHGXUH�IRU�MRLQW�DQQXDO�UHYLHZV��LW�VKRXOG�LQFOXGH�

• :KDWHYHU�SHUIRUPDQFH�FULWHULD�DUH�XVHG��WKH�LQIRUPDWLRQ�UHTXLUHG�WR�UHYLHZ�SURJUHVV�VKRXOG
EH�PDGH�DYDLODEOH�E\�UHSRUWLQJ�LQ�DQ�DJUHHG�IRUPDW�DW�UHJXODU�LQWHUYDOV��TXDUWHUO\��

• 7KH�UHYLHZ�RI�WKH�UHSRUWLQJ�FDQ�EH�WKH�WDVN�RI�WKH�DOUHDG\�HVWDEOLVKHG�MRLQW�*20�GRQRU
ZRUNLQJ�JURXSV��OLNH�WKH�%XGJHW�:RUNLQJ�*URXS��

• -RLQW�GHFLVLRQ�RQ�KRZ�WR�UHVSRQG�LI�LPSRUWDQW�SHUIRUPDQFH�FULWHULD�DUH�QRW�PHW�RU�VHHP�WR
ODJ�IDU�EHKLQG�DQ�DJUHHG�VFKHGXOH��FDOO�IRU�D�MRLQW�UHYLHZ�PHHWLQJ��HWF���

• 7KH�-RLQW�'RQRU�5HYLHZ�PLVVLRQV�FRXOG�FRQWLQXH�DV�WKH�LQVWUXPHQW�IRU�SURYLGLQJ�LQSXW�WR
WKH�PRQLWRULQJ�E\�GRQRUV�ZLWK�D�WLPHWDEOH�IRU�WKH�-'5�DJUHHG�XSRQ�EHWZHHQ�WKH�*20�DQG
GRQRUV�

6IGSQQIRHEXMSR���

&RPPRQ�SURFHGXUH�IRU�GLVEXUVHPHQW
$V�DQ�DWWHPSW�WR�HVWDEOLVK�D�IXQGLQJ�IDFLOLW\�WR�GLVEXUVH�DFFRUGLQJ�WR�SURJUHVV��WR�UHOLHYH�WKH
*RYHUQPHQW�RI�WKH�EXUGHQ�RI�UHSRUWLQJ�DQG�DFFRXQWLQJ�RQ�D�GRQRU�E\�GRQRU�EDVLV�DQG�WUDFN
IXQGLQJ�IURP�YDULRXV�DFFRXQWV�WKH�IROORZLQJ�VKRXOG�EH�FRQVLGHUHG�

• ,I�SRVVLEOH��FRQVLGHU�SRROLQJ�DOO�UHVRXUFHV�LQWR�D�´WUXVW�IXQGµ�IRUH[�DFFRXQW�RU�RWKHU�IDFLOLW\
�VLPLODU�WR�')$'��IRU�DOO�JHQHUDO�EXGJHW�VXSSRUW��'LVEXUVHPHQWV�WR�JHQHUDWH�FRXQWHU�YDOXH
VKRXOG�EH�JXLGHG�E\�WKH�DERYH�SHUIRUPDQFH�FULWHULD��WUDQFKHV��

• )RU�GRQRUV�GLVEXUVLQJ�RQ�D�UHLPEXUVDEOH�EDVLV��WKH�UHSOHQLVKPHQW�RI�WKLV�IXQG�FRXOG�EH
EDVHG�RQ�SURJUHVV�UHODWHG�WR�VSHFLILF�FULWHULD�KRZHYHU�VKRXOG�SUHIHUDEO\�EH�EDVHG�RQ�WKH
DERYH�FRPPRQ�VHW�RI�FULWHULD�

• $QRWKHU�RSWLRQ�LV�WR�FRQVLGHU�FR�ILQDQFLQJ�ZLWK�RQH�GRQRU�WDNLQJ�WKH�OHDG��ZLWK�WKH�SRRO�RI
IXQGV�EHLQJ�GLVEXUVHG�DFFRUGLQJ�WR�WKH�DERYH�FULWHULD�

• 5HOHDVH�RI�IXQGV�IURP�WKH�´WUXVW�IXQGµ��VDOHV�RI�IRUH[�WR�WKH�,QWHU�EDQN�PDUNHG��VKRXOG�EH
EDVHG�RQ�WKH�MRLQW�TXDUWHUO\�PRQLWRULQJ�RI�SURJUHVV�ZLWK�WKH�XVXDO�FRQGLWLRQ�WKDW�FRXQWHU�
YDOXH�IXQGV�DUH�LPPHGLDWHO\�GLVEXUVHG�WR�WUHDVXU\�

• 7KH�UHOHDVH�RI�IXQGV�FDQ�EH�PDGH�LQ�WUDQFKHV�HYHU\�TXDUWHU�RU�VL[�PRQWKV��7KH�VKDUH�RI�WKH
IRUH[�WR�EH�UHOHDVHG�LQ�HDFK�WUDQFKH�VKRXOG�EH�DJUHHG�XSRQ�
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• ,Q�DGGLWLRQ�WR�SHUIRUPDQFH�FULWHULD�UHOHDVH�RI�IXQGV�VKRXOG�EH�OLQNHG�WR�WKH�UHTXLUHPHQWV
LQ�WHUPV�RI�UHSRUWLQJ��DFFRXQWLQJ�IRU�XWLOLVDWLRQ�DQG�DQQXDO�DXGLWLQJ��

• $FFRXQWLQJ�DQG�DXGLWLQJ�VKRXOG�LQFOXGH�D�UHFRQFLOLDWLRQ�RI�IXQGV�IURP�VRXUFHV��WKH�IRUH[
DFFRXQW�RU�IXQG��WKURXJK�WKH�WUDQVIRUPDWLRQ�LQWR�FRXQWHU�YDOXH�LQ�WKH�LQWHU�EDQN�WR�WKH
WUHDVXU\��QRW�WKH�OLPLWHG�UHFRQFLOLDWLRQ�GRQH�WRGD\��

7KH�DERYH�PHDQV�

• 3RROLQJ�WKH�IXQGV�LQWR�RQH�DFFRXQW�XQGHU�WKH�PDQDJHPHQW�RI�%20�

• )XQGV�WR�EH�UHOHDVHG�LQ�WUDQFKHV�EDVHG�SHUIRUPDQFH�LQ�UHODWLRQ�WR�VSHFLILF�FULWHULD�DQG
UHSRUWLQJ�RQ�XWLOLVDWLRQ�

• $FFRXQWLQJ�DQG�DXGLWLQJ�FRYHULQJ�IORZV�IURP�WKH�IRUH[�DFFRXQW�WR�WKH�LQWHUQDO�WUHDVXU\
DFFRXQW�SURYLGLQJ�FDVK�WR�WKH�YDULRXV�H[SHQGLWXUH�DFFRXQWV�IRU��DPRQJ�RWKHUV��EXGJHW
H[HFXWLRQ

5DWKHU�WKDQ�DQQXDO�RU�RQH�WLPH�DOORFDWLRQV�GRQRUV�VKRXOG�FRQVLGHU�D�PHGLXP�WHUP�DSSURDFK
RI�WZR�WR�WKUHH�\HDUV�OLQNHG�WR�WKH�3)3�F\FOH�DQG�WKH�07()�SURFHVV�

6IGSQQIRHEXMSR���

6KDUHG�PRQLWRULQJ�RI�WKH�XWLOLVDWLRQ�RI�GRQRU�IXQGV
7KH�FRUH�LVVXH�LV�WKH�XWLOLVDWLRQ�RI�WKH�FRXQWHU�YDOXH�IXQGV�IRU�EXGJHW�H[HFXWLRQ��7KH�IRFXV�RI
DWWHQWLRQ�VKRXOG�DFFRUGLQJO\�EH�RQ�WKH�WRWDO�IORZ�RI�IXQGV�IURP�WKH�WUXVW�IXQG��FRPPRQ�IRUH[
DFFRXQW��WKURXJK�WR�WKH�WUHDVXU\�DFFRXQW�XVHG�IRU�EXGJHW�H[HFXWLRQ��$V�GLVFXVVHG�LQ�PRUH�GHWDLO
EHIRUH��WKLV�UHTXLUHV�DFFRXQWLQJ�DQG�DXGLWLQJ�SHUIRUPHG�IRU�WKH�WRWDO�IORZ�RI�IXQGV�LQFOXGLQJ
WKH�UHFRQFLOLDWLRQ�EHWZHHQ�DOO�WKH�IROORZLQJ�VWHSV�

• 7KH�IORZ�RI�IXQGV�IURP�GRQRUV�WR�WKH�´WUXVW�IXQG�DFFRXQWµ�

• )RUH[�VROG�IURP�WKH�´WUXVW�IXQGµ�WR�WKH�PDUNHW�DW�WKH�PDUNHW�H[FKDQJH�UDWH�

• &RXQWHU�YDOXH�JHQHUDWHG�IRU�WKH�*20�E\�VHOOLQJ�WKH�IRUH[��GHSRVLWHG�LQWR�WKH�0%���DF�
FRXQW�RU�D�QHZ�WUDQVLWRU\�DFFRXQW�LI�0%���FDQQRW�EH�UHFRQFLOHG�ZLWK�SUHYLRXV�IORZV��

• 7KH�WUDQVIHU�RI�FRXQWHU�YDOXH�WR�WKH�WUHDVXU\�DFFRXQW�IRU�EXGJHW�H[HFXWLRQ�
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%RRI\��

8IVQW�SJ�6IJIVIRGI�JSV�E�NSMRX�HSRSV�VIZMI[�SJ�QEGVS�JMRERGMEP�WYTTSVX
XS�1S^EQFMUYI

�� &EGOKVSYRH
0R]DPELTXH�KDV�EHHQ�WKH�UHFLSLHQW�RI�VXEVWDQWLDO�DPRXQWV�RI�PDFUR�ILQDQFLDO�VXSSRUW�IRU�D
UHODWLYHO\�ORQJ�SHULRG�RI�WLPH��ERWK�EHIRUH�DQG�DIWHU�WKH�LQLWLDWLRQ�RI�VWUXFWXUDO�UHIRUP�SUR�
JUDPPHV�LQ�������7KH�ILYH�GRQRUV�LQFOXGHG�LQ�WKLV�5HYLHZ�DUH�'HQPDUN��1RUZD\��6ZHGHQ�
6ZLW]HUODQG�DQG�WKH�8QLWHG�.LQJGRP��7KHVH�ILYH�FRXQWULHV�KDYH�EHHQ�DQG�FRQWLQXH�WR�EH
DPRQJ�WKH�ODUJHVW�ELODWHUDO�GRQRUV�RI�PDFUR�ILQDQFLDO�VXSSRUW�RI�GLIIHUHQW�IRUPV��,Q�WKH�IROORZ�
LQJ��WKH�WHUP�PDFUR�ILQDQFLDO�VXSSRUW�ZLOO�EH�XVHG�WR�GHVFULEH�LPSRUW�VXSSRUW��EDODQFH�RI�SD\�
PHQWV�VXSSRUW��SURYLVLRQ�RI�IRUHLJQ�H[FKDQJH��JHQHUDO�EXGJHW�VXSSRUW��VHFWRU�VSHFLILF�EXGJHW
VXSSRUW��DQG�GHEW�UHOLHI��7KH�PRGDOLWLHV�RI�WKLV�VXSSRUW�KDYH�VKLIWHG�RYHU�WLPH�LQ�UHVSRQVH�WR
WKH�FKDQJLQJ�HFRQRPLF�HQYLURQPHQW�LQ�0R]DPELTXH�

7KH�GHYHORSPHQW�REMHFWLYH�RI�WKH�PDFUR�ILQDQFLDO�VXSSRUW�SURYLGHG�E\�WKH�ILYH�GRQRUV�LV�WR�VXS�
SRUW�WKH�HIIRUWV�RI�WKH�*RYHUQPHQW·V�VWUXFWXUDO�DGMXVWPHQW�SROLFLHV�WKDW�DLP�DW�HQKDQFLQJ�HFR�
QRPLF�JURZWK�DQG�HIILFLHQF\�DV�ZHOO�DV�WUDQVSDUHQF\�LQ�UHVRXUFH�DOORFDWLRQ�DQG�SURYLVLRQ�RI�JRY�
HUQPHQW�VHUYLFHV��WKH�XOWLPDWH�JRDO�EHLQJ�WR�LPSURYH�WKH�OLYLQJ�FRQGLWLRQV�RI�WKH�SRSXODWLRQ�

:KHQ�PDFUR�ILQDQFLDO�VXSSRUW�LV�GLVEXUVHG��LW�LV�PDLQO\�DFFRXQWHG�IRU�DJDLQVW�LPSRUWV��,QFUHDV�
LQJO\��WKH�ILYH�FRXQWULHV�LQYROYHG�LQ�WKLV�UHYLHZ�KDYH�IHOW�WKDW�WKH�UDWLRQDOLW\�IRU�XVLQJ�LPSRUW
VWDWLVWLFV�WR�YHULI\�WKH�DFFRXQWDELOLW\�LV�EHFRPLQJ�RXW�RI�GDWH�ZLWK�GHYHORSPHQWV�LQ�0R]DPELTXH�
(IILFLHQF\�RI�0R]DPELTXH·V�EXGJHW�SURFHVV��EXGJHWLQJ�DQG�DFFRXQWLQJ�SURFHGXUHV�LV�EHFRPLQJ
PRUH�LPSRUWDQW��$FFRXQWDELOLW\�IRU�WKH�FRXQWHUYDOXH�IXQGV�LV�PRYLQJ�IURP�LPSRUW�VWDWLVWLFV�WR
EXGJHW�H[HFXWLRQ�DQG�DFFRXQWLQJ�QXPEHUV��'RQRUV·�PRYLQJ�IURP�SURMHFWV�WR�VHFWRU�ZLGH�DS�
SURDFKHV�DOVR�UHTXLUH�DFFRXQWDELOLW\�LQ�WKH�WHUPV�RI�WKH�UHFLSLHQW·V�EXGJHW�V\VWHPV�DQG�WKH
UHYLHZ�VKRXOG�EH�DZDUH�RI�WKH�ZRUN�EHLQJ�XQGHUWDNHQ�RQ�WKLV�DW�WKH�VHFWRU�OHYHO��QRWDEO\�LQ
352$*5,��

7KH�ILYH�FRXQWULHV�WKHUHIRUH�ZLVK�WR�LQFUHDVH�WKHLU�NQRZOHGJH�RI�WKH�KRVW�FRXQWU\·V�EXGJHW�V\V�
WHP��ERWK�LQ�WHUPV�RI�KRZ�WKH�*RYHUQPHQW�RI�0R]DPELTXH�SURSRVHV�WR�FKDQJH�LWV�EXGJHWDU\
DOORFDWLRQV�RYHU�WKH�PHGLXP�WHUP��DQG�LQ�WHUPV�RI�WKH�SD\PHQWV��DFFRXQWLQJ�DQG�DXGLWLQJ�V\V�
WHPV�XVHG�WR�PDLQWDLQ�DQG�FKHFN�FRPSOLDQFH�ZLWK�WKHVH�EXGJHWHG�DOORFDWLRQV��7KH�-RLQW�5HYLHZ
7HDP�VKDOO�DOVR�IROORZ�XS�RQ�LWV�SURSRVHG�FKDQJHV�DQG�UHFRPPHQGDWLRQV�IURP�ODVW�\HDU·V�DV�
VLJQPHQW��0D\�������

$QQH[���SURYLGHV�D�EULHI�GHVFULSWLRQ�RI�WKH�FXUUHQW�W\SHV�RI�PDFUR�ILQDQFLDO�VXSSRUW�SURYLGHG�E\
WKH�ILYH�GRQRUV�

�� 3FNIGXMZIW
7KH�RYHUDOO�DLP�RI�WKH�-RLQW�5HYLHZ�LV�WR�LPSURYH�WKH�HIILFLHQF\�ZLWK�ZKLFK�RXU�PDFUR�ILQDQFLDO
VXSSRUW�KHOSV�0R]DPELTXH�PHHW�LWV�RYHUDOO�JRDOV��LQ�SDUWLFXODU�RI�SRYHUW\�UHGXFWLRQ�

7KH�VSHFLILF�REMHFWLYHV�RI�WKH�-RLQW�5HYLHZ�DUH�WR�

 L� GUDZ�OHVVRQV�DQG�FRQFOXVLRQV�IURP�SDVW�DQG�FXUUHQW�PDFUR�ILQDQFLDO�VXSSRUW�

 LL� IROORZ�XS�RQ�WKH�SURSRVHG�FKDQJHV�DQG�UHFRPPHQGDWLRQV�IURP�WKH�-RLQW�5HYLHZ
LQ�0D\������
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 LLL� DVVHVV�WKH�RYHUDOO�QHHG�IRU�PDFUR�ILQDQFLDO�VXSSRUW�LQ�0R]DPELTXH�

 LY� UHYLHZ�WUHQGV�DQG�SODQV�IRU�EXGJHWDU\�DOORFDWLRQV�DQG�DVVHVV�WKH�VWUDWHJ\�DQG�HIILFLHQF\
RI�WKH�*RYHUQPHQW·V�UHYHQXH�JHQHUDWLRQ�DW�FHQWUDO�DQG�ORFDO�OHYHOV�

 Y� DVVHVV�WKH�TXDOLW\�RI�DFFRXQWLQJ�DQG�DXGLWLQJ�RI�WKH�VWDWH�EXGJHW��SODQQHG�UHIRUPV�DQG
WKH�H[SHFWHG�WLPH�VFKHGXOH�

 YL� SURSRVH�D�FRPPRQ�V\VWHP�DQG�EHQFKPDUNV�IRU�PDFUR�ILQDQFLDO�VXSSRUW�

 YLL� LGHQWLI\�LVVXHV�IRU�GHHSHU�GLVFXVVLRQ�ZLWKLQ�WKH�3ROLF\�)UDPHZRUN�3DSHU�SURFHVV�

�� 7GSTI�SJ�;SVO
7KH�VFRSH�RI�ZRUN�VKDOO�LQFOXGH�EXW�QRW�QHFHVVDULO\�EH�OLPLWHG�WR�

7KH�-XVWLILFDWLRQ�IRU�0DFUR�)LQDQFLDO�6XSSRUW�
7KH�WHDP�ZLOO�GHYHORS�D�JHQHUDO�MXVWLILFDWLRQ�IRU�SURYLGLQJ�PDFUR�ILQDQFLDO�VXSSRUW�RYHU�WKH
QH[W���\HDUV�ZKLFK�FRYHUV�WKH�IROORZLQJ�DUHDV�

• 7KH�RYHUDOO�QHHG�IRU�PDFUR�ILQDQFLDO�VXSSRUW�DQG�ORDQV�LQ�0R]DPELTXH�WRGD\�DQG�LQ�WKH
SHULRG�XS�WR�HQG�������GUDZLQJ�RQ�GDWD�IRU����������7KLV�FRXOG�LQYROYH�DQDO\VHV�RI��*RY�
HUQPHQW·V�VWUDWHJ\�RQ�WKH�UHDO�H[FKDQJH�UDWH�DQG�LQWHUQDWLRQDO�UHVHUYHV��JLYHQ�WKH�PDJQL�
WXGH�RI�OLNHO\�VKRFNV�IDFLQJ�WKH�HFRQRP\��*RYHUQPHQW·V�HIIRUWV�WR�PRELOLVH�UHVRXUFHV�WR�WKH
VWDWH�EXGJHW��UHYLHZLQJ�WKH�DVVXPSWLRQV�RQ�WKLV�XQGHUO\LQJ�WKH�07()��WKH�*RYHUQPHQW·V
SURMHFWLRQV�RI�ILQDQFLDO�DVVLVWDQFH�XQGHUO\LQJ�LWV�07()�DQG��ODUJHO\�TXDOLWDWLYH��DVVHVVPHQWV
RI�WKH�JRYHUQPHQW·V�FDSDFLW\�WR�DEVRUE�D�JUHDWHU�YROXPH�RI�ILQDQFLDO�DVVLVWDQFH�

• 7KH�HIIHFWLYHQHVV�ZLWK�ZKLFK�WKH�*RYHUQPHQW�RI�0R]DPELTXH�XVHV�GRQRU�PDFUR�ILQDQFLDO
DVVLVWDQFH�IRU�SXUVXLQJ�LWV�NH\�SROLF\�REMHFWLYHV��QRWDEO\�SRYHUW\�UHGXFWLRQ��5HYLHZ�*RY�
HUQPHQW·V�SODQV�VHW�RXW�LQ�WKH�07()��KLJKOLJKWLQJ�WKH�WUHQG�FKDQJHV�LQ�H[SHQGLWXUH�SULRUL�
WLHV�VLQFH�������0DNH�UHFRPPHQGDWLRQV�RQ�WKH�SURFHVV�E\�ZKLFK�*RYHUQPHQW�DQG�GRQRUV
VKRXOG�MRLQWO\�UHYLHZ�H[SHQGLWXUH�SULRULWLHV�

7KH�WHDP�VKRXOG�GUDIW�WHUPV�RI�UHIHUHQFH�IRU�VWXGLHV�LQWR�WKRVH�LVVXHV�LW�MXGJHV�D�PRUH�LQ�GHSWK
DQDO\VLV�LV�UHTXLUHG�

5DWLRQDOH�EHKLQG�0DFUR�)LQDQFLDO�6XSSRUW�	�&RQFHSWXDO�,VVXHV�
7KH�WHDP�ZLOO�DVVHVV�WKH�YDULRXV�GRQRUV·�REMHFWLYHV�RI�GLIIHUHQW�IRUPV�RI�PDFUR�ILQDQFLDO�VXSSRUW
�RYHUDOO�DQG�VHFWRU�EXGJHW�VXSSRUW��LPSRUW�VXSSRUW��PXOWLODWHUDO�GHEW�DOOHYLDWLRQ�IXQG��GHEW�UHOLHI
DQG�EDODQFH�RI�SD\PHQWV�VXSSRUW���7KH�WHDP�LV�DOVR�WR�HODERUDWH�KRZ�WKH�GLIIHUHQW�IRUPV�RI
PDFUR�ILQDQFLDO�VXSSRUW�UHODWH�WR�HDFK�RWKHU�FRQFHSWXDOO\�DQG�LQ�SUDFWLFH�LQ�RUGHU�WR�KHOS�VWDUW
WR�GHILQH�FRPPRQ�V\VWHPV�

7KH�(IILFDF\�RI�([LVWLQJ�0HFKDQLVPV�
7KH�WHDP�ZLOO�UHYLHZ�WKH�HIILFLHQF\�RI�H[LVWLQJ�PHFKDQLVPV�XVHG�IRU�GLVEXUVLQJ�PDFUR�ILQDQFLDO
DVVLVWDQFH�LQ�RUGHU�WR�UHFRPPHQG�LPSURYHPHQWV��VXEMHFW�WR�HQVXULQJ�DGHTXDWH�GRQRU�DFFRXQW�
DELOLW\��7KH�WHDP�VKRXOG�KLJKOLJKW�DQ\�HDVLO\�DYRLGDEOH�VWUXFWXUDO�ULJLGLWLHV�LQDGYHUWHQWO\�LQWUR�
GXFHG�ZKLFK�HLWKHU�LPSRVH�XQQHFHVVDU\�WUDQVDFWLRQ�FRVWV�RQ�WKH�*RYHUQPHQW�RI�0R]DPELTXH�LQ
DFFHVVLQJ�WKHVH�IXQGV�RU�RWKHUZLVH�PDNH�WKH�IORZ�RI�IXQGV�WR�*RYHUQPHQW�XQSUHGLFWDEOH�
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• 7KH�IRUH[�PRGHO��DVVHVV�ZKHWKHU�WKH�FKDQJHV�SURSRVHG�LQ�WKH�ODVW�UHYLHZ�WR�WKH�´%DQFR�GH
0RoDPELTXH�PRGHOµ�KDYH�WDNHQ�SODFH�DQG��LI�VR��ZKHWKHU�WKH\�KDYH�OHG�WR�D�EHWWHU�IXQF�
WLRQLQJ�LQWHU�EDQN�PDUNHW��7KH�WHDP�PD\�UHFRPPHQG�IXUWKHU�GHYHORSPHQWV�LQ�WKH�IRUHLJQ
H[FKDQJH�V\VWHP��ZLWK�VSHFLDO�HPSKDVLV�RQ�WKH�VPRRWK�IXQFWLRQLQJ�RI�WKH�IRUH[�PDUNHW�DQG
DFFRXQWDELOLW\�UHTXLUHPHQWV�RI�GRQRUV�

• 7KH�)RUHLJQ�'HEW�$OOHYLDWLRQ�)XQG��UHYLHZ�ZLWK�D�YLHZ�WR�DVVHVVLQJ�HIILFLHQF\�DQG
DFFRXQWDELOLW\�

• %XGJHWDU\�VXSSRUW��UHYLHZ�WKH�LQVWLWXWLRQDO�UHTXLUHPHQWV�IRU�WKH�GLIIHUHQW�IRUPV�RI�PDFUR�
ILQDQFLDO�VXSSRUW��HVSHFLDOO\�DFFRXQWLQJ��SD\PHQWV�V\VWHPV�DQG�DXGLWLQJ��7KH�TXDOLW\�RI�ILV�
FDO�PDQDJHPHQW�DW�WKH�FHQWUDO�DQG�UHJLRQDO�OHYHOV�VKRXOG�EH�DVVHVVHG��7KH�WHDP�ZLOO�UHYLHZ
WKH�LPSURYHPHQWV�DQG�UHIRUPV�LQ�WKH�SLSHOLQH�DQG�UHFRPPHQG�KRZ�VRRQ�WKHVH�UHIRUPV�ZLOO
DOORZ�XV�WR�JHW�DFFRXQWDELOLW\�IURP�WKH�*RYHUQPHQW·V�RZQ�V\VWHPV��7KH�WHDP�ZLOO�DOVR�DVVHVV
WKH�H[LVWLQJ�DXGLW�DQG�DFFRXQWLQJ�PHFKDQLVPV�UHODWHG�WR�WUDQVIHUV�IURP�WKH�7UDQVLWRU\�$F�
FRXQW�RI�WKH�%DQN�RI�0R]DPELTXH�DQG�WKH�7UHDVXU\�$FFRXQW��7KH�WHDP�PD\�DOVR�UHFRP�
PHQG�DFFRXQWLQJ��SD\PHQWV�V\VWHP�DQG�DXGLWLQJ�UHIRUPV�WKDW�ZRXOG�EH�DFFHSWHG�E\�WKH�ILYH
GRQRUV��7KH�WHDP�ZLOO�LQLWLDWH�ZRUN�ZLWK�*RYHUQPHQW�RQ�DQ�DFWLRQ�SODQ�IRU�FRPPRQ�DU�
UDQJHPHQWV�DQG�SURFHGXUHV�IRU�PDFUR�ILQDQFLDO�VXSSRUW�

3ROLF\�,PSOLFDWLRQV�
'UDZLQJ�RQ�WKH�UHVXOWV�RI�WKH�DERYH�WDVNV�DQG�D�UHYLHZ�RI�WKH�SUHVHQW�3ROLF\�)UDPHZRUN�3DSHU·V
PDWUL[��LGHQWLI\�LVVXHV�IRU�IHHGLQJ�LQWR�GHEDWH�DQG�GLVFXVVLRQV�RQ�SUHVHQW�DQG�IXWXUH�ZRUN�ZLWK
WKH�3ROLF\�)UDPHZRUN�3DSHU��7KH�IRFXV�VKRXOG�EH�RQ�DGGLQJ�YDOXH�WR�WKH�*RYHUQPHQW·V�QHJR�
WLDWLRQV�ZLWK�WKH�,),V�

�� 1IXLSH�SJ�;SVO
7KH�UHYLHZ�VKDOO�WR�D�ODUJH�H[WHQW�EH�EDVHG�RQ�LQIRUPDWLRQ�DOUHDG\�DYDLODEOH�DQG�GLVFXVVLRQV
ZLWK�UHOHYDQW�SDUWLHV��,Q�UHODWLRQ�WR�WKH�ILUVW��VHFRQG�DQG�WKLUG�VSHFLILF�REMHFWLYHV��WKH�UHYLHZ
WHDP�VKDOO�PDNH�LWV�FRQFOXVLRQV�DQG�DVVHVVPHQWV�PDLQO\�RQ�WKH�EDVLV�RI�H[LVWLQJ�GRFXPHQWDWLRQ
DQG�SHQHWUDWLQJ�LQWHUYLHZV�ZLWK�UHOHYDQW�0R]DPELFDQ�DQG�IRUHLJQ�SDUWLHV��7KH�GLIIHUHQW�IRUPV
RI�PDFUR�ILQDQFLDO�VXSSRUW�VKDOO�EH�UHYLHZHG�WR�GHWHUPLQH�KRZ�PXFK�IXQGLQJ�ZDV�GLVEXUVHG
GXULQJ����������DQG�KRZ�PXFK�LV�SODQQHG�WR�EH�GLVEXUVHG�GXULQJ������������7KH�UHYLHZ
VKRXOG�SD\�VSHFLDO�DWWHQWLRQ�WR�VXSSRUW�IURP�1RUZD\��6ZLW]HUODQG��'HQPDUN��6ZHGHQ�DQG
WKH�8QLWHG�.LQJGRP��EXW�DOVR�LQFOXGH�DOO�RWKHU�GRQRUV·�PDFUR�ILQDQFLDO�VXSSRUW�

7KH�UHYLHZ�RI�WUHQGV�DQG�SODQV�IRU�EXGJHWDU\�DOORFDWLRQV��SRLQW����VKRXOG�EH�EDVHG�RQ�VWDWLVWLFV
RQ�WKH�*RYHUQPHQW·V�EXGJHW�H[HFXWLRQ�DV�ZHOO�DV�GLVFXVVLRQV�ZLWK�RIILFLDOV�IURP�WKH�0LQLVWU\�RI
3ODQQLQJ�DQG�)LQDQFH��&RQFOXVLRQV�RQ�UHYHQXH�JHQHUDWLRQ�VKRXOG�EH�EDVHG�RQ�VWDWLVWLFV�IURP
FHQWUDO�DQG�ORFDO�WD[�GHSDUWPHQWV�DV�ZHOO�DV�GLVFXVVLRQV�ZLWK�UHOHYDQW�SDUWLHV�IURP�WD[�DQG�FXV�
WRPV�RIILFHV��,QWHUYLHZV�ZLWK�RIILFLDOV�IURP�WKH�&3,�DQG�IRUHLJQ�LQYHVWRUV�PD\�FRPSOHPHQW�WKH
RYHUDOO�SLFWXUH�RI�UHVRXUFH�PRELOLVDWLRQ�

7KH�DVVHVVPHQW�RI�DFFRXQWLQJ�DQG�DXGLWLQJ��SRLQW����VKRXOG�EH�EDVHG�RQ�LQ�GHSW�GLVFXVVLRQV�ZLWK
UHOHYDQW�SDUWLHV�DW�WKH�03)��7KH�DVVHVVPHQW�VKRXOG�EHQHILW�IURP�LQWHUYLHZV�ZLWK�*RYHUQPHQW
RIILFLDOV�DQG�FHQWUDO�EDQNHUV��DV�ZHOO�DV�UHSUHVHQWDWLYHV�IURP�WKH�SULYDWH�VHFWRU�DQG�GRQRU�FRP�
PXQLW\�

7KH�-57�FRXOG�DOVR�FRQVLGHU�WKH�XVH�RI�ZRUNVKRSV�IRU�REWDLQLQJ�LQIRUPDWLRQ�DQG�GLVFXVVLQJ
LGHDV��VSHFLDOO\�UHJDUGLQJ�VSHFLILF�REMHFWLYHV���DQG���
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�� 3YXTYX
$�ILUVW�GUDIW�$LGH�0HPRLUH�LQFOXGLQJ�RQO\�D�VXPPDU\�RI�WKH�PLVVLRQ·V�ILQGLQJV�DQG�UHFRPPHQ�
GDWLRQV�VKDOO�EH�SUHSDUHG�GXULQJ�WKH�PLVVLRQ�DQG�GLVFXVVHG�ZLWK�WKH�*RYHUQPHQW�DQG�UHSUHVHQ�
WDWLYHV�IURP�WKH�ILYH�GRQRU�HPEDVVLHV�LQ�0DSXWR�SULRU�WR�WKH�PLVVLRQ·V�GHSDUWXUH�IURP�0R]DP�
ELTXH��$�VHFRQG�GUDIW�$LGH�0HPRLUH�VKDOO�EH�IRUZDUGHG�WR�WKH�*RYHUQPHQW�DQG�WKH�ILYH�GRQRUV
IRU�WKHLU�ZULWWHQ�FRPPHQWV�QRW�ODWHU�WKDQ���ZHHNV�DIWHU�WKH�PLVVLRQ·V�GHSDUWXUH�IURP�0R]DP�
ELTXH��7KH�ILQDO�$LGH�0HPRLUH�VKDOO�EH�PDLOHG�WR�WKH�*RYHUQPHQW�DQG�WKH�GRQRUV�ZLWKLQ��
ZHHNV�DIWHU�UHFHLYLQJ�FRPPHQWV�RU�QRW�ODWHU�WKDQ����ZHHNV�DIWHU�WKH�PLVVLRQ·V�GHSDUWXUH�IURP
0R]DPELTXH��7R�WKH�H[WHQW�LW�LV�GHHPHG�UHOHYDQW�DQG�QHFHVVDU\��PRUH�GHWDLOHG�DQDO\VHV�DQG
GHVFULSWLRQV�VKRXOG�EH�SURYLGHG�LQ�WHFKQLFDO�DQQH[HV�WR�WKH�$LGH�0HPRLUH�

$OO�GRFXPHQWV�SUHSDUHG�XQGHU�WKH�VHUYLFHV�VKDOO�EH�SUHSDUHG�LQ�WKH�(QJOLVK�ODQJXDJH�

�� 'SQTSWMXMSR�SJ�6IZMI[�8IEQ�ERH�8MQMRK
7KH�PLG�WHUP�UHYLHZ�LV�LQWHQGHG�DV�D�MRLQW�HIIRUW�EHWZHHQ�UHSUHVHQWDWLYHV�RI�WKH�0R]DPELFDQ
*RYHUQPHQW�DQG�WKH�LQYROYHG�GRQRUV�

7KH�*RYHUQPHQW�RI�0R]DPELTXH��*20��UHSUHVHQWDWLYHV�ZLOO�EH�

– 0LQLVWU\�RI�3ODQQLQJ�DQG�)LQDQFH��0U�0DWRV��'LUHFWRU�1DFLRQDO�GH�&RQWDELOLGDGH�3XEOLFD�

– 0U�0DPER��'LUHFWRU�1DFLRQDO�$GMXQWR�GR�7HVRXUR�SDUD�D�$UHD�GD�'LYLGD�3XEOLFD

– 0U�/DPER��'LUHFWRU�1DFLRQDO�$GMXQWR�GR�3ODQR�H�2UFDPHQWR

– %DQFR�GH�0RoDPELTXH��0U�8PDLD�0DKRPHG��'HS��GH�2SHUDFRHV�&DPELDLV

– 0V�(OVD�0DULD�&KDPEDO��'HS��GH�5HODFRHV�,QWHUQDFLRQDLV

7KH�GRQRU�UHSUHVHQWDWLYHV�ZLOO�EH�

– 'HQPDUN��(VWKHU�/¡QVWUXS��'DQLVK�(PEDVV\�DQG�-\WWH�/DXUVHQ��7HFKQLFDO�$GYLVRU\
6HUYLFH��76$�

– 1RUZD\��5DVPXV�%DNNH��1RUZHJLDQ�(PEDVV\�DQG�-HQV�&ODXVVHQ��H[WHUQDO�FRQVXOWDQW

– 6ZHGHQ��0DXGH�6YHQVVRQ��6ZHGLVK�(PEDVV\�DQG�6WHIDQ�6M|ODQGHU��H[WHUQDO�FRQVXOWDQW

– 6ZLW]HUODQG��8UV�=DQLWWL�DQG�7HOPD�/RIRUWH��6'&�6ZLVV�(PEDVV\�DQG�5ROI�.DSSHO�
H[WHUQDO�FRQVXOWDQW

– 8QLWHG�.LQJGRP��0DOFRP�6PDUW��'),'�+DUDUH��$QQD�%HZHV��%ULWLVK�+LJK�&RPPLVVLRQ
DQG�*UD\VRQ�&ODUNH��H[WHUQDO�FRQVXOWDQW

0U��-HKDQ�$UXOSUDJDVDP��WKH�:RUOG�%DQN��VKDOO�SDUWLFLSDWH�DV�D�UHVRXUFH�SHUVRQ��HVSHFLDOO\�IRU
WKH�VSHFLILF�REMHFWLYH�1R���

7KH�GRQRU�UHSUHVHQWDWLYHV�VKDOO�EDVLFDOO\�FRYHU�WKH�IROORZLQJ�SURIHVVLRQDO�DUHDV�

• 0DFUR�HFRQRPLVW�V��ZLWK�JRRG�NQRZOHGJH�RI�VWUXFWXUDO�DGMXVWPHQW�DQG�SXEOLF�VHFWRU�HFR�
QRPLFV�

• (FRQRPLVW�V��ZLWK�D�JRRG�NQRZOHGJH�RI�ILVFDO�SROLFLHV��EXGJHWDU\�DQG�SD\PHQWV�V\VWHPV�
DFFRXQWLQJ�DQG�DXGLWLQJ�

• )RUH[�RSHUDWLRQV�VSHFLDOLVW�V��LQ�WKH�DUHDV�RI�FHQWUDO�EDQN�RSHUDWLRQV�DV�ZHOO�DV�FRPPHUFLDO
EDQN�RSHUDWLRQV�



463+6%11)�%77-78%2')�83�13>%1&-59)�r�7MHE�):%09%8-32������ ��

• $FFRXQWLQJ�DQG�DXGLWLQJ�VSHFLDOLVW�V��

'RQRU�UHSUHVHQWDWLYHV�DV�ZHOO�DV�*20�UHSUHVHQWDWLYHV�VKRXOG�FRYHU�DOO�SURIHVVLRQDO�DUHDV�

7KH�H[WHUQDO�FRQVXOWDQW�IURP�6ZLW]HUODQG�ZLOO�DFW�DV�WHDP�OHDGHU�GXULQJ�WKH�PLVVLRQ��7KH�UHSUH�
VHQWDWLYH�IURP�WKH�6ZHGLVK�HPEDVV\�ZLOO�DFW�DV�FR�RUGLQDWRU�IRU�WKH�UHYLHZ�

7KH�PLVVLRQ�ZLOO�WDNH�SODFH�LQ�0R]DPELTXH������)HEUXDU\������
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0MWX�SJ�(SGYQIRXW�ERH�&EGOKVSYRH�1EXIVMEP

�� $QQXDO�6HFWRU�5HYLHZ�$JUHHPHQW��$QQXDO�-RLQW�0,6$8�+HDOWK�6HFWRU�5HYLHZ��""""������

�� $QQXDO�6HFWRU�5HYLHZ�$JUHHPHQW��$QQXDO�-RLQW�0,1('�(GXFDWLRQ�6HFWRU�5HYLHZ��""""
�����

�� %DQFR�GH�0RoDPELTXH��7KH�%DQFR�GH�0RoDPELTXH�0RGHO�IRU�)RUH[�$OORFDWLRQV�

�� %DQFR�GH�0RoDPELTXH��3URSRVDO�IRU�$OWHUDWLRQ�RI�WKH�0RGHO�IRU�$VVLJQLQJ�RI�)RUHLJQ�([�
FKDQJH�)URP�WKH�%DQN�RI�0R]DPELTXH��$XJXVW������

�� %DQFR�GH�0RoDPELTXH��8QWLHG�,PSRUW�6XSSRUW�&UHGLW�/LQH�WR�0R]DPELTXH��&R�ILQDQFLQJ
:RUOG�%DQN�����������3URMHFW�&RPSOHWLRQ�5HSRUW��'HFHPEHU������

�� %DQFR�GH�0RoDPELTXH��$QQXDO�5HSRUW�������

�� %DQFR�GH�0RoDPELTXH��5HFHQW�0DFURHFRQRPLF�,QGLFDWRUV�

�� %DQFR�GH�0RoDPELTXH��([FKDQJH�&RQWURO�5HJXODWLRQ�

�� %DQFR�GH�0RoDPELTXH��%ROHWLQV�(VWDWtVWLFRV�

��� %DQFR�GH�0RoDPELTXH��5HODWyULR�GD�%DODQoD�GH�3DJDPHQWRV�GH�0RoDPELTXH�GH������

��� &DVVHOV��$QGUHZ��$�JXLGH�WR�VHFWRU�ZLGH�DSSURDFKHV�IRU�KHDOWK�GHYHORSPHQW��&RQFHSWV�
LVVXHV�DQG�ZRUNLQJ�DUUDQJHPHQWV�������

��� &RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV��6XSSO\�2ULHQWHG�6HTXHQFLQJ�RI�$GMXVWPHQW
3ROLFLHV��$SULO������

��� 'DQLGD��(YDOXDWLRQ�RI�'DQLGD�%DODQFH�RI�3D\PHQW�6XSSRUW��&DVH�6WXG\�RI�0R]DPELTXH�
SUHSDUHG�E\�/XtV�0DFDPR�DQG�-HQV�(ULN�7RUS��$SULO������

��� 'DQLGD��5HYLHZ�DQG�$SSUDLVDO�RI�'DQLVK�%DODQFH�RI�3D\PHQWV�6XSSRUW�WR�0R]DPELTXH�
-DQXDU\������

��� 'DQLGD��3URJUDPPH�'RFXPHQW��'DQLVK�%DODQFH�RI�3D\PHQWV�6XSSRUW����������$XJXVW
�����

��� '),'��0R]DPELTXH��$VVLVWDQFH�:LWK�WKH�,QWURGXFWLRQ�RI�DQ�07()��-XQH������

��� '),'��0R]DPELTXH�3URJUDPPH�$LG�3(&�6XEPLVVLRQ��������������

��� '),'��'HVLJQ�RI�,0)�3URJUDPPHV�LQ�$LG�'HSHQGHQW�&RXQWULHV��0DUFK������

��� '),'��3DUWQHUVKLSV�IRU�'HYHORSPHQW�LQ�$IULFD��$�)UDPHZRUN�IRU�)OH[LEOH�)XQGLQJ��1R�
YHPEHU������

��� (FRQRPLVW�,QWHOOLJHQFH�8QLW��&RXQWU\�5HSRUW��0R]DPELTXH��WK�4XDUWHU�����

��� (XURSHDQ�8QLRQ��)LQDQFLQJ�3URSRVDO��6WUXFWXUDO�$GMXVWPHQW�6XSSRUW���WK�(')��1RYHPEHU
�����

��� )RUUHVWHU��3DXO�DQG�0F/RXJKOLQ��%HUQDUG��6HFWRU�:LGH�$SSURDFKHV�	�)LQDQFLDO�$FFRXQW�
DELOLW\��'HFHPEHU������

��� *RYHUQPHQW�RI�0R]DPELTXH��$�9LHZ�,QWR�WKH�)XWXUH��6HSWHPEHU������

��� *RYHUQPHQW�RI�0R]DPELTXH��'HEW�6WUDWHJ\�IRU�0R]DPELTXH��1RWH�WR�&RQVXOWDWLYH�*URXS
0HHWLQJ��0D\������
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��� *RYHUQPHQW�RI�0R]DPELTXH��([SHQGLWXUH�0DQDJHPHQW�5HIRUP�6WUDWHJ\��0D\������

��� *RYHUQPHQW�RI�0R]DPELTXH��([SHQGLWXUH�0DQDJHPHQW�5HIRUP�6WUDWHJ\��6WDWXV�5HSRUW�
6HSWHPEHU������

��� *RYHUQPHQW�RI�0R]DPELTXH��2UoDPHQWR�GR�(VWDGR�SDUD�������)XQGDPHQWDomR��6HWHPEUR
������LQFO��$QH[RV�

��� *RYHUQPHQW�RI�0R]DPELTXH��3ROLF\�)UDPHZRUN�3DSHU�IRU�����������

��� *RYHUQPHQW�RI�0R]DPELTXH��3ODQR�(FRQyPLFR�DQG�6RFLDO�SDUD�������6HWHPEUR�GH������

��� *RYHUQPHQW�RI�0R]DPELTXH��3XEOLF�$GPLQLVWUDWLRQ�5HIRUP��3HUVSHFWLYHV�DQG�6WUDWHJLHV�
0D\������

��� *RYHUQPHQW�RI�0R]DPELTXH��5HIRUP�RI�WKH�0R]DPELFDQ�3XEOLF�6HFWRU��6WUDWHJ\�DQG�$F�
WLRQV��$XJXVW������

��� ,'+($3��0RQLWRULQJ�6ZLVV�%DODQFH�RI�3D\PHQWV�$VVLVWDQFH�DQG�%XGJHW�6XSSRUW�LQ�0R�
]DPELTXH��5HSRUW�RI�WKH��UG�0LVVLRQ��7ULSDUWLWH�5HYLHZ��-XO\�2FWREHU��UHYLVHG��������

��� ,0)��'HPDQG�IRU�0RQH\�LQ�0R]DPELTXH��:DV�WKHUH�D�VWUXFWXUDO�%UHDN"��1RYHPEHU������

��� ,0)��5HSXEOLF�RI�0R]DPELTXH��6HOHFWHG�,VVXHV��0DUFK������

��� ,0)��5HSXEOLF�RI�0R]DPELTXH�²�5HTXHVW�IRU�WKH�7KLUG�$QQXDO�$UUDQJHPHQW�8QGHU�WKH
(QKDQFHG�6WUXFWXUDO�$GMXVWPHQW�)DFLOLW\��$XJXVW������

��� -RLQW�5HYLHZ�RI�%DODQFH�RI�3D\PHQWV�6XSSRUW��0D\������

��� 0LQLVWpULR�GR�3ODQR�H�)LQDQoDV��5HODWyULR��)XQGR�GH�$OtYLR�GD�'tYLGD��0DLR�DQG�6HWHPEUR
�����

��� 0LQLVWpULR�GR�3ODQR�H�)LQDQoDV��([HFXFmR�GR�2UFDPDQWR�GR�(VWDGR�HP������

��� 0LQLVWpULR�GR�3ODQR�H�)LQDQoDV��,QWHJUDWHG�6HFWRUDO�3URJUDPPHV��'HFHPEHU������

��� 0LQLVWpULR�GR�3ODQR�H�)LQDQoDV��3URMHFWR�GH�*HVWmR�GH�)LQDQFDV�3~EOLFDV��2�6LVWHPD�GH
&RQWDELOLGDGH�3~EOLFD��1RYHPEUR�GH������

��� 125$'��$VVHVVPHQW�RI�1RUZHJLDQ�%XGJHW�6XSSRUW�WR�0R]DPELTXH��SUHSDUHG�E\�HFRQ�
-DQXDU\������

��� 125$'��)LQDQFLDO�0DQDJHPHQW��5LVN�$QDO\VLV�DQG�5LVN�&RQWURO�LQ�'HYHORSPHQW�&RRS�
HUDWLRQ�ZLWK�0R]DPELTXH��SUHSDUHG�E\�(&21��-XO\������

��� 125$'��1RUZHJLDQ�%DODQFH�RI�3D\PHQW�%XGJHW�6XSSRUW�WR�0R]DPELTXH��$SSUDLVDO�5H�
SRUW��SUHSDUHG�E\�(&21��-XO\������

��� 2'$��)LQDQFLQJ�6WUXFWXUDO�$GMXVWPHQW�YLD�WKH�%XGJHW�²�2'$�([SHULHQFHVµ��'HFHPEHU
�����

��� 6LGD��$LG�DQG�0DFURHFRQRPLFV��$Q�(YDOXDWLRQ�RI�6ZHGLVK�,PSRUW�6XSSRUW�WR�*XLQHD�
%LVVDX��0R]DPELTXH��1LFDUDJXD�DQG�9LHWQDP�

��� 6LGD��*RYHUQPHQW�RI�0R]DPELTXH��6LGD�DQG�WKH�:RUOG�%DQN�´0R]DPELTXH��&DSLWDO�0DU�
NHWV�6WXG\µ��'HFHPEHU������

��� 6M|ODQGHU��6WHIDQ��0LQLVWU\�RI�3ODQQLQJ�DQG�)LQDQFH�LQ�0R]DPELTXH��2FWREHU������

��� 63$��*XLGDQFH�RQ�6WUHQJWKHQLQJ�3XEOLF�)LQDQFLDO�0DQDJHPHQW�LQ�6XE�6DKDUDQ�$IULFD�
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��� 7ULEXQDO�GH�&RQWDV�GD�6XHFLD��5HODWyULR�)LQDO�GR�(VWXGR�GH�$YDOLDFmR�VREUH�D�YLDELOLGDGH
GH�XP�3URMHFWR�GH�'HVHQYROYLPHQWR�GD�&DSDFLGDGH�,QVWLWXFLRQDO�QR�7ULEXQDO�$GPLQLVWUD�
WLYR�GH�0RFDPELTXH��'H]HPEUR�GH�����

��� :RUOG�%DQN��$VVHVVLQJ�$LG��1RYHPEHU������

��� :RUOG�%DQN��0R]DPELTXH��(FRQRPLF�DQG�)LQDQFLDO�0DQDJHPHQW�7HFKQLFDO�$VVLVWDQFH
3URMHFW��,PSOHPHQWDWLRQ�&RPSOHWLRQ�5HSRUW��-XQH������

��� :RUOG�%DQN��0R]DPELTXH��(FRQRPLTXH�0DQJHPHQW�5HIRUP�2SHUDWLRQ��3UHVLGHQW·V
5HSRUW��1RYHPEHU������

��� :RUOG�%DQN��0R]DPELTXH��+,3&�'HEW�,QLWLDWLYH��3UHVLGHQW·V�5HSRUW�DQG�)LQDO�+,3&
'RFXPHQW��$SULO������

��� 0HPRUDQGXP�RI�8QGHUVWDQGLQJ�EHWZHHQ�WKH�0LQLVWU\�RI�+HDOWK��0LQLVWU\�RI�3ODQQLQJ�DQG
)LQDQFH��5R\DO�1RUZHJLDQ�(PEDVV\�DQG�WKH�6ZLVV�'HYHORSPHQW�&RRSHUDWLRQ�RQ�WKH�,P�
SOHPHQWDWLRQ�RI�D�3RROLQJ�$UUDQJHPHQW�IRU�5HFXUUHQW�&RVWV��'UXJV�DQG�0HGLFDO�6XSSOLHV�
'UDIW�YHUVLRQ�������

��� )LVFDO�0DQDJHPHQW�5HYLHZ��6WXG\�RQ�)LVFDO�*RYHUQDQFH��2FWREHU������

��� 1RWHV�RQ�%XGJHW�3URFHVV��3UHSDUHG�E\�0LFKDHO�cVpQ��2FWREHU������

��� $FRUGR�HQWUH�R�*RYHUQR�GD�&RQIHGHUDFDR�6XLFD�H�R�*RYHUQR�GD�5HSXEOLFD�GH�0RFDPELTXH
VREUH�R�$SRLR�DR�6HFWRU�)DUPDFHXWLFS�GR�0LQLVWHULR�GD�6DXGH��2FWREUH�����

��� $JUHHPHQW�EHWZHHQ�WKH�*RYHUQPHQW�RI�WKH�.LQJGRP�RI�1RUZD\�DQG�WKH�*RYHUQPHQW�RI
WKH�5HSXEOLF�RI�0R]DPELTXH�UHJDUGLQJ�%DODQFH�RI�3D\PHQWV�DQG�%XGJHW�6XSSRUW��1RYHP�
EHU������

��� $JUHHPHQW�EHWZHHQ�WKH�*RYHUQPHQW�RI�6ZHGHQ�DQG�WKH�*RYHUQPHQW�RI�0R]DPELTXH�RQ
%DODQFH�RI�3D\PHQWV�DQG�%XGJHW�6XSSRUW�������2FWREHU�����

��� $JUHHPHQW�EHWZHHQ�WKH�*RYHUQPHQW�RI�6ZHGHQ�DQG�WKH�*RYHUQPHQW�RI�0R]DPELTXH�RQ
%DODQFH�RI�3D\PHQWV�DQG�%XGJHW�6XSSRUW�������'LUHFWHG�WR�WKH�)RUHLJQ�'HEW�$OOHYLDWLRQ
)XQG��1RYHPEHU������

��� $JUHHPHQW�EHWZHHQ�WKH�*RYHUQPHQW�RI�WKH�6ZLVV�&RQIHGHUDWLRQ�DQG�WKH�*RYHUQPHQW�RI�WKH
5HSXEOLF�RI�0R]DPELTXH�RQ�WKH�6XSSRUW�WR�WKH�3KDUPDFHXWLFDO�6HFWRU�RI�WKH�0LQLVWU\�RI
+HDOWK��2FWREHU�������

��� $JUHHPHQW�EHWZHHQ�WKH�*RYHUQPHQW�RI�WKH�6ZLVV�&RQIHGHUDWLRQ�DQG�WKH�*RYHUQPHQW�RI�WKH
5HSXEOLF�RI�0R]DPELTXH�FRQFHUQLQJ�%DODQFH�RI�3D\PHQWV�$VVLVWDQFH�DQG�%XGJHW�6XSSRUW�
-XQH������

��� &R�ILQDQFHPHQW�$JUHHPHQW�EHWZHHQ�WKH�3RRO�RI�'RQRUV�DQG�WKH�6ZLVV�'HYHORSPHQW�&RRS�
HUDWLRQ��6'&��UHJDUGLQJ�SURYLVLRQ�RI�ILQDQFLDO�VXSSRUW�WR�WKH�SKDUPDFHXWLFDO�SURJUDPPH�RI
WKH�0R]DPELFDQ�0LQLVWU\�RI�+HDOWK��'UDIW�YHUVLRQ�������

��� $JUHHPHQW�EHWZHHQ�WKH�1RUZHJLDQ�$JHQF\�IRU�'HYHORSPHQW�&RRSHUDWLRQ��125$'��DQG
WKH�6'&�UHJDUGLQJ�SURYLVLRQ�RI�EXGJHW�VXSSRUW�WR�WKH�0R]DPELFDQ�0LQLVWU\�RI�+HDOWK�
'UDIW�YHUVLRQ�������

��� -RLQW�$JUHHPHQW�EHWZHHQ�WKH�3RRO�RI�'RQRUV�DQG�WKH�1LDVVD�3URYLQFLDO�*RYHUQPHQW�UHJDUGLQJ
WKH�SURYLVLRQ�RI�%XGJHW�6XSSRUW�WR�WKH�SURYLQFLDO�+HDOWK�'LUHFWRUDWH��'HFHPEHU�������

��� $QQH[��
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8LI�&VMXMWL�1EGVS�JMRERGMEP�WYTTSVX
%ULWDLQ�KDV�EHHQ�SURYLGLQJ�PDFUR�ILQDQFLDO�VXSSRUW�WR�0R]DPELTXH�VLQFH�������7UDGLWLRQDOO\�
WKLV�ZDV�GLVEXUVHG�DQG�DFFRXQWHG�IRU�DJDLQVW�LPSRUWV��WKRXJK�WKURXJK�LQFUHDVLQJO\�OLEHUDOLVHG
V\VWHPV��VXFK�DV�WKH�LQWHU�EDQN�PDUNHW��:LWK�WKH�PRYH�WRZDUGV�D�PDUNHW�GHWHUPLQHG�H[FKDQJH
UDWH��%ULWDLQ�EHOLHYHV�WKDW�WKH�UDWLRQDOH�IRU��DQG�VR�DFFRXQWDELOLW\�IURP��LPSRUWV�LV�ZHDNHQHG�
:KDW�PDWWHUV�QRZ�LV�KRZ�WKH�*RYHUQPHQW�EXGJHWV�DQG�DFFRXQWV�IRU�WKH�FRXQWHUSDUW�IXQGV�WKH
%DQN�RI�0R]DPELTXH�FUHGLWV�WR�WKH�*RYHUQPHQW·V�DFFRXQW��)RU�WKLV�UHDVRQ��WKH���������JUDQW
PRYHG�DZD\�IURP�EDODQFH�RI�SD\PHQWV�VXSSRUW�DQG�ZDV�GLVEXUVHG�H[SOLFLWO\�DV�EXGJHWDU\�VXS�
SRUW��DV�UHLPEXUVHPHQW�RI�,),�GHEW�VHUYLFLQJ�

,Q������WKH�8.�JRYHUQPHQW�KDV�GRXEOHG�WKH�VL]H�RI�LWV�PDFUR�ILQDQFLDO�VXSSRUW�JUDQW��WR����
PLOOLRQ�IRU�WKH�8.�ILQDQFLDO�\HDU�WR�HQG�0DUFK�������,W�LV�HQYLVDJHG�WKDW�WKH�JUDQW�ZLOO�UHPDLQ
DW�WKLV�OHYHO�IRU�WKH�QH[W�IHZ�\HDUV�

$�UHFHQW�FKDQJH�LQ�%ULWLVK�7UHDVXU\�UXOHV�DOORZV�'),'�WR�VWDUW�PDNLQJ�PXOWL�\HDU�FRPPLWPHQWV
RI�PDFUR�ILQDQFLDO�VXSSRUW��,W�LV�SURSRVHG�WKDW�WKH�QH[W�8.�JUDQW�ZLOO�EH�D�WKUHH�\HDU�FRPPLW�
PHQW��FRYHULQJ�WKH�SHULRG�RI�WKH�QH[W�(6$)��$OWKRXJK�LW�LV�OLNHO\�WKDW�VRPH�RI�WKLV�ZLOO�EH�GLV�
EXUVHG�DJDLQVW�,),�GHEW�VHUYLFLQJ�LQ�WKH�HDUO\�SDUW�RI�WKH�SHULRG��LW�LV�KRSHG�WKDW�V\VWHPV�ZLOO�EH
GHYHORSHG�WR�JHW�DFFRXQWDELOLW\�DJDLQVW�RWKHU�UHFXUUHQW�H[SHQGLWXUHV��VR�DOORZLQJ�D�PRUH�HIIHF�
WLYH�GLDORJXH�ZLWK�*R0�RYHU�EXGJHWLQJ��DFFRXQWLQJ�DQG�DXGLWLQJ�SUDFWLFHV�µ

8LI�(ERMWL�7YTTSVX�XS�1EGVS�)GSRSQMG�6IWXVYGXYVMRK
7KH�'DQLVK�PDFUR�ILQDQFLDO�VXSSRUW�WR�0R]DPELTXH�LQ�WKH�IRUP�RI�FRPPRGLW\�DLG�WLHG�WR�SUR�
FXUHPHQW�LQ�'HQPDUN�VWDUWHG�LQ������DQG�WRWDO�DVVLVWDQFH�FRPPLWWHG�IRU�WKLV�NLQG�RI�VXSSRUW
FRYHULQJ�WKH�SHULRG����²�����ZDV�DSSUR[LPDWHO\�86'����PLOOLRQ��7KH�QH[W�´JHQHUDWLRQµ�RI
'DQLVK�PDFUR�ILQDQFLDO�DVVLVWDQFH�ZDV�D�PL[WXUH�RI�WLHG�LPSRUW�VXSSRUW�DQG�FRQWULEXWLRQV�WR
FUHGLWV�E\�WKH�:RUOG�%DQN��,Q�WRWDO��IRXU�ILQDQFLQJ�SDFNDJHV�ZDV�SURYLGHG�E\�'DQLGD��HTXDOO\
WRWDOO\�DURXQG�86'����PLOOLRQ�

7KH�ODVW�DJUHHPHQW�RQ�PDFUR�ILQDQFLDO�VXSSRUW�ZDV�HQWHUHG�LQWR�LQ�������FRYHULQJ�WKH�IRXU�\HDU
SHULRG�����²���DQG�ZLWK�D�WRWDO�EXGJHW�RI�'..�������PLOOLRQ��RI�ZKLFK�'..����PLOOLRQ�ZDV
XQWLHG�%23�VXSSRUW�DQG�'..����PLOOLRQ�WLHG�WR�SURFXUHPHQW�RI�PHGLFLQH��7KH�UHPDLQLQJ�VXP
RI�'..�����PLOOLRQ�ZDV�IRU�WKH�ILQDQFLQJ�RI�D�VWDWLVWLFDO�DGYLVHU�WR�%DQFR�GH�0RoDPELTXH��DV
ZHOO�DV�IRU�DXGLW�DQG�PRQLWRULQJ�RI�WKH�JUDQW�

7KH�ODVW�'DQLVK�PDFUR�ILQDQFLDO�DVVLVWDQFH�SDFNDJH�DGGUHVVHG�WKH�EXGJHWDU\�SUREOHP�LQ�WKH
DGMXVWPHQW�ILQDQFLQJ�LQ�D�VLWXDWLRQ�ZKHUH�WKH�OLEHUDOLVHG�IRUHLJQ�H[FKDQJH�PDUNHW�SURYLGHG
PHFKDQLVPV�IRU�IRUH[�UHVRXUFH�DOORFDWLRQ�DQG�WKH�FRQFHVVLRQDOLW\�WKHUHIRUH�DFFUXHV�WR�WKH�*RY�
HUQPHQW��&RQVHTXHQWO\��WKH�'DQLVK�PDFUR�ILQDQFLDO�VXSSRUW�IRFXVHG�RQ�SXEOLF�ILQDQFH�LVVXHV�E\
VHWWLQJ�FRQGLWLRQV�IRU�GLVEXUVHPHQWV�UHODWHG�WR�WKH�H[HFXWLRQ�RI�WKH�VWDWH�EXGJHW��2*(��DQG�WKH
RYHUDOO�PDFUR�HFRQRPLF�PDQDJHPHQW��7KLV�YLHZ�ZDV�WUDQVODWHG�LQWR�EURDG�DGKHUHQFH�WR�WKH
SROLF\�FRQGLWLRQV�ODLG�RXW�E\�WKH�,0)�DV�ZHOO�DV�DGKHUHQFH�WR�WKH�3)3�PDWUL[�����²����7KH
IROORZLQJ�FRUH�LVVXHV�ZHUH�HPSKDVLVHG��L��LPSURYHG�HIIHFWLYHQHVV�RI�FXVWRPV��LL��LPSURYHG�PRQH�
WDU\�FRQWURO�DQG�KHDOWK�RI�WKH�ILQDQFLDO�VHFWRU��DQG�LLL��LPSURYHG�ILVFDO�PDQDJHPHQW�

$�QHZ�DJUHHPHQW�IRU�PDFUR�ILQDQFLDO�VXSSRUW�LV�WR�EH�SUHSDUHG�LQ�FRQMXQFWLRQ�ZLWK�WKH�SUHVHQW
MRLQW�UHYLHZ��WKXV�WDNLQJ�LQWR�DFFRXQW�WKH�ILQGLQJV�DQG�UHFRPPHQGDWLRQV�RI�WKH�UHYLHZ��7KH�QH[W
DJUHHPHQW�LV�SODQQHG�WR�FRYHU�D�ILYH�\HDU�SHULRG������²������ZLWK�DQ�HVWLPDWHG�EXGJHW�IUDPH�RI
DSSUR[LPDWHO\�'..�����PLOOLRQ��,Q�DGGLWLRQ�WR�WKH�FRUH�LVVXHV�IRFXVHG�RQ�GXULQJ�WKH�ODVW�IL�
QDQFLQJ�SDFNDJH��LW�LV�H[SHFWHG�WKDW�D�FORVHU�OLQN�ZLOO�EH�HVWDEOLVKHG�EHWZHHQ�GLVEXUVHPHQW�RI�WKH
WUDQFKHV�DQG�DGHTXDWH�FRQWURO�PHFKDQLVPV��L�H��LPSURYHPHQWV�LQ�WKH�*RYHUQPHQW·V�EXGJHW�
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DFFRXQWLQJ�DQG�DXGLWLQJ�V\VWHP�ZLWK�D�YLHZ�WR�DUULYLQJ�DW�D�WUDQVSDUHQW�DQG�DFFRXQWDEOH�V\VWHP
IRU�WKLV�DLG�IRUP�

2SV[IKMER�QEGVS�JMRERGMEP�WYTTSVX
1RUZD\�VLJQHG�WKH�ILUVW�$JUHHPHQW�RI�%DODQFH�RI�3D\PHQW�DQG�%XGJHW�6XSSRUW�RI�12.����
PLOO�LQ�'HFHPEHU�������1RUZD\�GLVEXUVHG�12.����PLOO�LQ������DQG�12.����PLOO�LQ������
7KH�REMHFWLYH�DV�ODLG�LQ�WKH�$JUHHPHQW�LV�WR�FRQWULEXWH�WR�SRYHUW\�UHGXFWLRQ�WKURXJK�VXSSRUWLQJ
WKH�VWDELOLVDWLRQ�DQG�UHIRUP�RI�WKH�0R]DPELFDQ�HFRQRP\��7KLV�LV�OLQNHG�WR�WKH�3ROLF\�)UDPH�
ZRUN�SDFNDJH�RI�UHIRUPV�DGDSWHG�IRU�WKH�SHULRG�����²����7KH�VXSSRUW�LV�EDVHG�RQ�WKH�VWUXFWXUH
DQG�SURFHGXUHV�ODLG�RXW�LQ�WKH�´%0�)RUH[�0RGHOµ�

1RUZD\�VLJQHG�D�VHFRQG�$JUHHPHQW�LQ�1RYHPEHU������RI�12.�����PLOO��ZLWK�WHQWDWLYHO\�DOOR�
FDWLRQV�RI�12.����PLOO�LQ�������12.����PLOO�LQ������DQG�12.����PLOO�LQ�������7KH�SHU�
IRUPDQFH�FULWHULD�IRU�WKLV�$JUHHPHQW�LV�DOVR�OLQNHG�WR�WKH�3)3��$�VSHFLDO�IRFXV�RQ�WKH�UHIRUP
SURFHVV�UHODWHG�WR�EXGJHWLQJ��DFFRXQWLQJ�DQG�DXGLWLQJ�

1RUZD\�VLJQHG�DQ�$JUHHPHQW�IRU�12.�����PLOO�IRU�VXSSRUW�WR�WKH�0R]DPELFDQ�0XOWLODWHUDO
'HEW�$OOHYLDWLRQ�)XQG�LQ�2FWREHU�������ZLWK�DQQXDO�GLVEXUVHPHQWV�RI�12.����PLOO�LQ�����
DQG�������7KLV�VXSSRUW�LV�EDVHG�XSRQ�WKH�VWUXFWXUH�DQG�SURFHGXUHV�ODLG�RXW�LQ�WKH�0R]DPELFDQ
0XOWLODWHUDO�'HEW�$OOHYLDWLRQ�)XQG��+RZHYHU��1RUZD\�KDV�RSHQHG�XS�IRU�D�PRUH�IOH[LEOH�XVH�RI
WKH�´FRXQWHUYDOXH�IXQGVµ�LQ�UHODWLRQ�WR�WKH�SURFHGXUHV�ODLG�GRZQ�LQ�)XQG�

1RUZD\�LV�SODQQLQJ�WR�JLYH�JHQHUDO�EXGJHW�VXSSRUW�WR�WKH�FHQWUDO�OHYHO�DQG�WR�WKH�SURYLQFHV�IRU
WKH�KHDOWK�VHFWRU�IRU������DQG�WKH�IROORZLQJ�\HDUV�

8LI�7[IHMWL�QEGVS�JMRERGMEP�WYTTSVX
6ZHGHQ�KDV�SURYLGHG�0R]DPELTXH�ZLWK�LPSRUW�VXSSRUW��EDODQFH�RI�SD\PHQWV�VXSSRUW�DQG�GHEW
UHOLHI�VLQFH�LQGHSHQGHQFH�LQ�������$V�WKH�VLWXDWLRQ�LQ�WKH�FRXQWU\�FKDQJH��WKH�VXSSRUW�LV�IOH[LEOH�
$IWHU�������%DODQFH�RI�3D\PHQWV�6XSSRUW�DV�ZHOO�DV�UHPDLQLQJ�,PSRUW�6XSSRUW�WR�0R]DPELTXH
KDYH�EHHQ�XQWLHG�DQG�DLPHG�DW�DVVLVWLQJ�LQ�WKH�HIIRUWV�WR�WUDQVIRUP�WKH�HFRQRP\�WR�D�ZHOO�IXQF�
WLRQLQJ�PDUNHW�HFRQRP\��7KLV�LV�OLQNHG�WR�WKH�:RUOG�%DQN�DQG�,QWHUQDWLRQDO�0RQHWDU\�)XQG·V
SDFNDJH�RI�HFRQRPLF�UHIRUPV�DV�VSHFLILHG�LQ�WKH�3ROLF\�)UDPHZRUN�3DSHU��7KH�XOWLPDWH�JRDO�LV
WR�UHGXFH�SRYHUW\�ERWK�WKURXJK�WKH�FRXQWHUYDOXH�WKDW�LV�JHQHUDWHG�DQG�WKURXJK�D�VWDELOH�PDFUR
HFRQRPLF�IUDPHZRUN�

'XULQJ�������6ZHGHQ�KDG�WKUHH�$JUHHPHQWV�UHJDUGLQJ�%DODQFH�RI�3D\PHQWV�6XSSRUW�DPRXQW�
LQJ�WR�����06(.��7KHUH�ZHUH�WZR�´WUDGLWLRQDOµ�$JUHHPHQWV�RQ�%DODQFH�RI�3D\PHQWV�6XSSRUW
DQG�RQH�GLUHFWHG�WR�WKH�)RUHLJQ�'HEW�$OOHYLDWLRQ�)XQG��7KH�FRQWULEXWLRQV�WR�WKLV�IXQG�DUH�XVHG
IRU�VHUYLFLQJ�PXOWLODWHUDO�GHEW�DQG�WKH�EXGJHWDU\�VDYLQJV�DUH�DOORFDWHG�WR�VRFLDOO\�LPSRUWDQW
VHFWRUV�OLNH�KHDOWK��HGXFDWLRQ�DQG�SURJUDPPHV�IRU�SRYHUW\�DOOHYLDWLRQ��'XULQJ�������WZR
$JUHHPHQWV�RQ�%DODQFH�RI�3D\PHQWV�6XSSRUW�DPRXQWLQJ�WR�����06(.�ZDV�VLJQHG��+RZHYHU��LW
VHHPV�OLNH�GLVEXUVHPHQW�SURFHGXUHV��UHSRUWLQJ�UHTXLUHPHQWV�DQG�IROORZ�XS�RI�WKH�VXSSRUW�QHHG
WR�EH�DQDO\VHG�LQ�RUGHU�WR�EHWWHU�VXLW�DQG�DOVR�LPSURYH�UHFHQW�GHYHORSPHQWV�LQ�0R]DPELTXH�

7KH�WUHQG�IRU�WKH�IXWXUH�PD\�EH�WR�FRPSOHPHQW�WKH�%DODQFH�RI�3D\PHQWV�VXSSRUW�ZLWK�VHFWRU
VSHFLILF�EXGJHW�VXSSRUW��DQG�DOVR�WR�PRYH�WRZDUGV�JHQHUDO�EXGJHW�VXSSRUW��'LVFXVVLRQV�RQ�D
VHFWRU�ZLGH�DSSURDFK�IRU�WKH�6ZHGLVK�HGXFDWLRQDO�VXSSRUW�DUH�RQ�DQ�DGYDQFHG�VWDJH��DV�DUH�WKH
GLVFXVVLRQV�RQ�EXGJHW�VXSSRUW�WR�1LDVVD�SURYLQFH��6ZHGHQ�DOVR�VXSSRUWV�WKH�HIIRUWV�ZLWKLQ�WKH
DJULFXOWXUDO�VHFWRU�WR�FR�RUGLQDWH�DLG��352$*5,���,Q�WKHVH�HIIRUWV��LW�KDV�EHFRPH�FOHDUHU�WKDW
GRQRUV·�NQRZOHGJH�RI�WKH�0R]DPELFDQ�EXGJHW�DQG�SD\PHQWV�V\VWHPV�RXJKW�WR�EH�LPSURYHG�

8LI�7[MWW�QEGVS�JMRERGMEP�WYTTSVX
$�GHVFULSWLRQ�RI�WKH�6ZLVV�PDFUR�ILQDQFLDO�VXSSRUW�ZLOO�EH�VHQW�RXW�VHSDUDWHO\�
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%RRI\���r�8LI�'YVVIRX�%GGSYRXMRK�7]WXIQ

/I]�3FNIGXMZIW�SJ�ER�%GGSYRXMRK�7]WXIQ

7KHUH�DUH�WKUHH�SULQFLSDO�REMHFWLYHV�RI�DQ\�DFFRXQWLQJ�V\VWHP��,W�VKRXOG�EH�FRPSUHKHQVLYH�
LQ�WKDW�LW�EULQJV�LQWR�DFFRXQW�DOO�H[SHQGLWXUHV�DQG�UHYHQXHV�FRQWUROOHG�E\�WKH�JRYHUQPHQW�
,W�VKRXOG�EH�LQIRUPDWLYH��LQ�WKDW�LW�FDQ�SURYLGH�LQIRUPDWLRQ�LQ�D�WLPHO\�DQG�UHOHYDQW�PDQQHU�WR
D�ODUJH�QXPEHU�RI�XVHUV�ZLWKLQ�DQG�RXWVLGH�WKH�JRYHUQPHQW�VWUXFWXUH��,W�VKRXOG�KDYH�LQWHJULW\�
LQ�WKDW�WKH�LQIRUPDWLRQ�VR�SURYLGHG�JLYHV�DQ�DFFXUDWH�SLFWXUH�RI�WUDQVDFWLRQV�XQGHUWDNHQ��DQG
WKDW�WKH�V\VWHP�LWVHOI�SURPRWHV�WKH�GHYHORSPHQW�RI�SURSHU�ILQDQFLDO�FRQWUROV�

7KH�SUHVHQW�V\VWHP�VKRXOG�EH�HYDOXDWHG�LQ�WKH�OLJKW�RI�WKHVH�FULWHULD�

%DFNJURXQG
�D��²�*RRGV�DQG�6HUYLFHV
7KH�*RYHUQPHQW�$FFRXQWLQJ�6\VWHP�LV�EDVHG�RQ�OHJLVODWLRQ�IURP������DQG������DQG�LV�ERWK
ROG�IDVKLRQHG�DQG�GHJUDGHG��1R�QDWLRQDO�DFFRXQWV�KDYH�EHHQ�FORVHG�VLQFH�������DQG�LQIRUPD�
WLRQ�RQ�EXGJHW�H[HFXWLRQ�KDV�EHHQ�VFDQW�DQG�XQUHOLDEOH

7KH�FXUUHQW�V\VWHP��VKRZQ�LQ�WKH�GLDJUDP�EHORZ��RSHUDWHV�RQ�DQ�LPSUHVW�EDVLV��LQ�ZKLFK�DG�
YDQFHV��´SDJDµ��DUH�PDGH�WR�LQGLYLGXDO�0LQLVWU\�H[SHQGLWXUH�DFFRXQWV�DW�FHQWUDO�DQG�SURYLQFLDO
OHYHO��DQG�WKHQ�VXEVHTXHQWO\�UHWLUHG��´OLTXLGDWDµ���7KHVH�DGYDQFHV�DUH�SDLG�GLUHFWO\�IURP�&HQWUDO
7UHDVXU\�DFFRXQW�V��WR�OLQH�0LQLVWULHV�LQ�0DSXWR�EXW�DW�WKH�SURYLQFLDO�OHYHO�DUH�FKDQQHOOHG
WKURXJK�3URYLQFLDO�'HSDUWPHQWV�RI�3ODQQLQJ�DQG�)LQDQFH��'33)�

$GYDQFHV�DUH�UHWLUHG�WKURXJK�WKH�SUHVHQWDWLRQ�RI�DQ�H[SHQGLWXUH�UHSRUW��7KH�GRFXPHQWDWLRQ
XVHG�LV�VOLJKWO\�GLIIHUHQW�IRU�FHQWUDO�0LQLVWULHV�DV�RSSRVHG�WR�SURYLQFHV��7KH�&HQWUDO�0LQLVWULHV
KDYH�WR�VXEPLW�D�´%DODQFHWHµ�ZKLFK�UHFRUGV�FRPPLWWHG�DQG�DFWXDOO\�SDLG�H[SHQGLWXUH�IRU�WKH
PRQWK�DQG�\HDU�WR�GDWH��DQG�SURYLGHV�D�EDODQFH�DJDLQVW�DYDLODEOH�EXGJHW��7KH\�DOVR�SURYLGH�D
´0DSD�'HPRQVWUDWLYR�GH�([HFXFDR�2UFDPHQWDOµ��7KLV�LV�HVVHQWLDOO\�D�VXPPDU\�EDQN�UHFRQ�
FLOLDWLRQ�VWDWHPHQW��ZKLFK�UHFRUGV�EDQN�EDODQFHV�DQG�SURYLGHV�GHWDLOV�RI�XQSUHVHQWHG�FKHTXHV
DQG�XQFUHGLWHG�UHFHLSWV�

$W�WKH�SURYLQFLDO�OHYHO��WKH�OLQH�0LQLVWULHV�SURYLGH�DQ�H[SHQGLWXUH�UHWXUQ��´2UFDPHQWDO�&HQ�
WUDOHµ��VKRZLQJ�H[SHQGLWXUH�LQFXUUHG�DJDLQVW�HDFK�PDLQ�EXGJHW�YRWH��2ULJLQDO�GRFXPHQWDWLRQ
VXSSRUWLQJ�WKH�LPSUHVW�UHWLUHPHQW�LV�DWWDFKHG�DQG�VHQW�WR�WKH�'33)��WRJHWKHU�ZLWK�D�EDQN�VWDWH�
PHQW��$�FRS\�RI�WKH�FODLP�DQG�SKRWRFRSLHV�RI�VXSSRUWLQJ�GRFXPHQWDWLRQ�DUH�NHSW�LQ�WKH�'H�
SDUWPHQW�RI�$GPLQLVWUDWLRQ�DQG�)LQDQFH��$�FRS\�RI�VXFK�FODLPV�VKRXOG�DOVR�EH�VHQW�WR�WKH�OLQH
0LQLVWU\��7KLV�HQDEOHV�LW�WR�SUHSDUH�D�PHPRUDQGXP�H[SHQGLWXUH�DFFRXQW�VWDWHPHQW�IRU�WKH�OLQH
0LQLVWU\�DV�D�ZKROH�

'33)V�DUH�UHVSRQVLEOH�IRU�UHFRQFLOLQJ�WUDQVIHUV�UHFHLYHG�IURP�&HQWUDO�7UHDVXU\�DFFRXQWV��LQ
0DSXWR�DQG�DW�SURYLQFLDO�OHYHO��ZLWK�FRQVROLGDWHG�H[SHQGLWXUH�UHWXUQV�DOWKRXJK�LW�LV�XQFOHDU�LI
WKLV�LV�SHUIRUPHG�

7KH�03)�LV�UHVSRQVLEOH�IRU�SURGXFLQJ�FRQVROLGDWHG�DFFRXQWV��,W�VKRXOG�GR�WKLV�E\�UHFRQFLOLQJ
WUDQVIHUV�WR�HDFK�EDQN�DFFRXQW��DJDLQVW�WKH�FRQVROLGDWHG�WRWDOV�RI�DFTXLWWHG�H[SHQGLWXUH��UH�
FRUGHG�RQ�WKH�2UFDPHQWDO�&HQWUDOH��DQG�EDODQFHV�RQ�HDFK�EDQN�DFFRXQW��DGMXVWHG�IRU�XQSUH�
VHQWHG�FKHTXHV��EDQN�HUURUV�HWF���,Q�SUDFWLFH�WKHUH�DUH�DOZD\V�OLNHO\�WR�EH�DPRXQWV�RI�XQDFTXLW�
WHG�H[SHQGLWXUH�LQ�WKH�V\VWHP�GXH�WR�ORVV�RI�VXSSRUWLQJ�GRFXPHQWDWLRQ��XQRIILFLDO�ORDQV�HWF�
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$�SDUWLFXODU�SUREOHP�OLHV�ZLWK�WKH�IDLOXUH�RI�VRPH�VXERUGLQDWH�LQVWLWXWLRQV��VXFK�DV�KRVSLWDOV�HWF�
WR�VXEPLW�UHWXUQV�IRU�LQFOXVLRQ�ZLWKLQ�WKHLU�SDUHQW�PLQLVWULHV�

7KH�GRFXPHQWDWLRQ�VXEPLWWHG�IRU�UHWLUHPHQW��LI�DFFXUDWHO\�FRPSLOHG��ZLOO�WULJJHU�D�UHLPEXUVH�
PHQW�RI�WKH�FODLP��)RU�H[SHQGLWXUH�DFFRXQWV�IRU�JRRGV�DQG�VHUYLFHV��DQ�LQLWLDO�DGYDQFH�RI�����
RI�WKH�DYDLODEOH�EXGJHW�LV�PDGH�RQ�D�VWDQGLQJ�LPSUHVW�EDVLV��DQG�KDV�WR�EH�UHSDLG�LQ�IXOO�DW�WKH
\HDU�HQG��5HLPEXUVHPHQW�VKRXOG�WKHQ�EH�PDGH�RQ�D�PRQWKO\�EDVLV��5HLPEXUVHPHQW�LV�XVXDOO\
OLPLWHG�WR������RI�WKH�EXGJHW��SRVVLEO\�IRU�FDVK�IORZ�UHDVRQV��$V�D�UHVXOW��LW�ZRXOG�DSSHDU�DW�OHDVW
LQ�WKH�3URYLQFHV�WKDW�PLQLVWULHV�KDYH�GLIILFXOW\�VSHQGLQJ�WKHLU�EXGJHWV��EHFDXVH�UHLPEXUVHPHQW
FODLPV�FDQQRW�EH�VXEPLWWHG�EHIRUH�0DUFK�

$W�WKH�HQG�RI�WKH�\HDU�WKHUH�LV�D�SRRO�RI�XQDFTXLWWHG�H[SHQGLWXUH��ZKLFK�SURYLQFLDO�OLQH�0LQLV�
WULHV�PXVW�DFTXLW�ZLWKLQ���PRQWKV�DQG�FHQWUDO�0LQLVWULHV�ZLWKLQ����%DQN�DFFRXQWV�DUH�FOHDUHG
WKURXJK�WKH�UHSD\PHQW�RI�DQ\�XQVSHQW�EDODQFHV�DQG�WKH�LQLWLDO�DGYDQFH�DOWKRXJK�SUHVXPDEO\
WKH\�DUH�DOORZHG�WR�UHPDLQ�GRUPDQW�IRU�XVH�LQ�WKH�IROORZLQJ�\HDU�

7KH�RQO\�GLIIHUHQFH�IRU�LQYHVWPHQW�H[SHQGLWXUHV�LV�WKDW�WKH�LQLWLDO�FDVK�DGYDQFH�DQG�VXEVHTXHQW
UHLPEXUVHPHQWV�DUH�QRW�DV�ULJLGO\�WLHG�WR�IL[HG�SURSRUWLRQV�RI�WKH�EXGJHW��1HYHUWKHOHVV�FDVK
IORZV�IRU�LQYHVWPHQW�SURMHFWV�DUH�XVXDOO\�PRUH�LUUHJXODU��DV�WKH\�DUH�XVHG�WR�FXVKLRQ�WKH�LPSDFW
RI�XQGHU�FROOHFWLRQV�RI�UHYHQXH�DJDLQVW�EXGJHW�
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)ORZ�'LDJUDP�RI�WKH�$FFRXQWLQJ�6\VWHP

Central Treasury
  Account

Ministry Budget 
Execution Account

Subordinate 
Institution

DPPF Central 
Treasury Account

Provincial Ministry
Execution Account

District DepartmentProvincial 
Tax Office

Appropriation in Aid

Legend :

Cash Transfers

Expenditure returns and
Cash repayment of unacquitted expenditure

Memorandum Information only
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�E��²�3D\UROO
3D\UROOV�DUH�SUHSDUHG�RQ�D�PRQWKO\�EDVLV�E\�LQGLYLGXDO�OLQH�0LQLVWULHV�DQG�WKHLU�SURYLQFLDO
FRXQWHUSDUWV��7KH\�DUH�VHQW�WR�WKH�03)·V�RZQ�FRPSXWHU�XQLW��ZKLFK�SURFHVVHV�WKH�SD\UROO�DQG
VHQGV�FKHTXHV�IRU�WKH�WRWDO�DPRXQW�RI�HDFK�SD\UROO�WR�HDFK�'33)��(DFK�SD\HH�KDV�D�XQLTXH
LGHQWLILFDWLRQ�QXPEHU��ZKLFK�LV�WKH�VDPH�DV�KLV�RU�KHU�QDWLRQDO�UHJLVWUDWLRQ�QXPEHU�

6DODULHV�DUH�SDLG�LQ�FDVK�DQG�DFTXLWWHG�E\�WKH�HPSOR\HH�DW�WKH�SRLQW�RI�FROOHFWLRQ��7KLV�LQYROYHV
VLJQLQJ�D�SD\�VOLS��D�FRS\�RI�ZKLFK�LV�UHWDLQHG�E\�WKH�HPSOR\HH�DQG�D�VHFRQG�FRS\�E\�WKH�LVVXLQJ
XQLW��3D\PHQW�VKHHWV�DUH�DOVR�XVHG�RQ�RFFDVLRQ��,QVSHFWRUV�IURP�WKH�,*)�DUH�VXSSRVHG�WR�YLVLW�RQ
D�SHULRGLF�EDVLV�IRU�WKH�SXUSRVHV�RI�SD\UROO�YHULILFDWLRQ��DOWKRXJK�LW�PD\�EH�SUHVXPHG�JLYHQ�WKH
QXPEHU�DQG�TXDOLW\�RI�,*)�VWDII��WKLV�GRHV�QRW�KDSSHQ�RIWHQ�

(PSOR\HHV�RQ�OHDYH�RU�WUDLQLQJ�PD\�DUUDQJH�WR�KDYH�WKHLU�VDODULHV�FROOHFWHG�E\�D�UHODWLYH�

1R�DGYDQFHV�RU�ORDQV�WR�HPSOR\HHV�DUH�DOORZHG�E\�WKH�V\VWHP��1HYHUWKHOHVV��LW�LV�OLNHO\�WKDW�XQ�
RIILFLDO�ORDQV�DQG�DGYDQFHV�DUH�SDLG��XVLQJ�DPRQJ�RWKHU�VRXUFHV��XQFROOHFWHG�VDODULHV�

7KHUH�DSSHDUV�WR�EH�WLJKW�FRQWURO�RYHU�WKH�UHFUXLWPHQW�RI�SHUPDQHQW�HPSOR\HHV��DV�DOO�DSSRLQW�
PHQWV�KDYH�WR�EH�DSSURYHG�E\�WKH�3XEOLF�6HUYLFH�&RPPLVVLRQ��+RZHYHU�0LQLVWULHV�DQG�$JHQ�
FLHV�DSSHDU�WR�EH�DEOH�WR�WDNH�RQ�FRQWUDFW�VWDII��LI�WKHUH�LV�VXIILFLHQW�EXGJHW�DYDLODEOH��2EWDLQLQJ
DGGLWLRQDO�EXGJHWDU\�SURYLVLRQ�PD\�KRZHYHU��WDNH�FRQVLGHUDEOH�WLPH��)RU�H[DPSOH��WKH�0LQLVWHU
RI�$JULFXOWXUH�JDYH�KLV�DSSURYDO�IRU�WKH�DSSRLQWPHQW�RI�WKUHH�JUDGXDWHV�LQ�WKH�3URYLQFLDO�0LQ�
LVWU\�LQ�=DPEH]LD�LQ�������EXW�EXGJHWDU\�SURYLVLRQ�ZDV�RQO\�VHFXUHG�LQ�WKH������HVWLPDWHV�

1HYHUWKHOHVV�RYHU�WLPH��ZLWK�EXGJHWV�EHLQJ�SUHSDUHG�RQ�DQ�LQFUHPHQWDO�EDVLV��LW�LV�SRVVLEOH�WKDW
WKHUH�KDV�EHHQ�DQ�XSZDUG�GULIW�LQ�WKH�WRWDO�QXPEHU�RI�FLYLO�VHUYLFH�HPSOR\HHV�DQG�WKH�FRQVH�
TXHQW�ZDJH�ELOO��7KLV�GRHV�QRW�KRZHYHU��LQ�LWVHOI��VLJQLI\�WKH�SUHVHQFH�RI�D�ODUJH�QXPEHU�RI�JKRVW
ZRUNHUV�

7KHUH�DUH�D�ODUJH�QXPEHU�RI�SHQVLRQHUV��PDQ\�RI�WKHP�\RXQJ�VROGLHUV�DQG�DV�D�UHVXOW�WKH�EXGJHW
IRU�SHQVLRQV�LV�JURZLQJ��LQ������DERXW����RI�UHFXUUHQW�H[SHQGLWXUH���7KH�UHWLUHPHQW�SURFHVV
FDQ�WDNH�XS�WR���\HDUV�IURP�WKH�ILUVW�DSSOLFDWLRQ�WR�UHWLUHPHQW��$SSOLFDWLRQV�IRU�SHQVLRQV�DUH
PDGH�WKURXJK�HDFK�OLQH�0LQLVWU\���ZKHUH�UHWLUHPHQW�KDV�WR�EH�SHUVRQDOO\�DSSURYHG�E\�WKH�0LQ�
LVWHU�RU�9LFH�0LQLVWHU��WR�WKH�03)��7KH�7ULEXQDO�$GPLQLVWUDWLYR�KDV�WR�FKHFN�DQG�DXWKRUL]H�WKH
JUDQW�RI�HYHU\�SHQVLRQ��2QO\�ZKHQ�WKH�QRWLFH�RI�WKH�LQWHQWLRQ�WR�UHWLUH�LV�SXEOLVKHG�LQ�WKH�%XOOH�
WLQ�RI�WKH�5HSXEOLF��FDQ�WKH�ZRUNHU�DSSO\�IRU�KLV�´0DUFKLQJ�2UGHUµ�DQG�KLV�VDODU\�IUHHG�WR�HP�
SOR\�D�QHZ�ZRUNHU�

7KH�ORQJ�ZLQGHGQHVV�RI�WKLV�SURFHVV�PHDQV�WKHUH�LV�D�ODUJH�EDFNORJ�RI�ZRUNHUV�ZKR�DUH�ZDLWLQJ
WR�UHWLUH��$�IXUWKHU�FRPSOLFDWLRQ�LV�WKDW�ZRUNHUV�KDYH�WR�VXEPLW�D�QXPEHU�RI�GRFXPHQWV�QRWDEO\
D�VWDWHPHQW�RI�ZRUN�UHFRUG�LVVXHG�E\�WKH�'33)�HYHU\�ILYH�\HDUV��0DQ\�ZRXOG�EH�UHWLUHHV�KDYH
QRW�DSSOLHG�IRU�WKHVH�VWDWHPHQWV�DQG�DV�D�UHVXOW�IDFH�D�ORQJ�GHOD\�LQ�ILOLQJ�WKHLU�LQLWLDO�DSSOLFDWLRQ
IRU�UHWLUHPHQW��7KH�GLIILFXOWLHV�RI�ERWK�UHWLULQJ�DQG�UHFUXLWLQJ�SHUPDQHQW�VWDII��PDNHV�KXPDQ
UHVRXUFH�SODQQLQJ�LPSRVVLEOH�

�F��²�5HFHLSWV
5HFHLSWV�IRU�OLQH�0LQLVWULHV�PDLQO\�FRQVLVW�RI�IHHV�DQG�FKDUJHV��7KHLU�VLJQLILFDQFH�YDULHV�IURP
0LQLVWU\�WR�0LQLVWU\��EXW�WKHLU�RYHUDOO�FRQWULEXWLRQ�WR�WKH�JRYHUQPHQW�EXGJHW�LV�YHU\�VPDOO���,Q
�����QRQ�ILVFDO�UHFHLSWV�ZHUH�EXGJHWHG�WR�FRQWULEXWH�RQO\�����EQ�PHWLFDLV��������RXW�RI�WRWDO
JRYHUQPHQW�UHFHLSWV�RI�����WULOOLRQ�PHWLFDLV��1HYHUWKHOHVV�UHFHLSWV�PD\�EHFRPH�PRUH�LPSRUWDQW�
SDUWLFXODUO\�LQ�SURYLGLQJ�IRU�PDLQWHQDQFH�RI�IDFLOLWLHV�GHYHORSHG�ZLWK�GRQRU�VXSSRUW�
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/DUJH�UHFHLSWV�VXFK�DV�OLFHQFHV�IRU�ODQG�GHYHORSPHQW�RU�IRUHVWU\�DSSHDU�WR�EH�DGHTXDWHO\�DF�
FRXQWHG�IRU��+RZHYHU�OHDNDJH�RI�VPDOO�FDVK�UHFHLSWV�LV�OLNHO\�WR�EH�YHU\�KLJK��*HQHUDOO\�WKHUH�DUH
IHZ�LQFHQWLYHV�HLWKHU�LQGLYLGXDOO\�RU�RUJDQLVDWLRQDOO\�WR�EULQJ�UHFHLSWV�LQWR�DFFRXQW��)RU�H[DPSOH
RIILFHUV�FDQ�RQO\�UHFHLYH�DGGLWLRQDO�UHPXQHUDWLRQ�LI�WKH\�DUH�KDQGOLQJ�����PLOOLRQ�PHWLFDLV�SHU
PRQWK��DQG�WKHQ�WKH�UHPXQHUDWLRQ�LV�RQO\�������PHWLFDLV

2UJDQLVDWLRQDOO\�PDQ\�UHFHLSWV�DUH�QRW�WUHDWHG�DV�DQ�DSSURSULDWLRQ�LQ�DLG��7KH\�DUH�SDLG�HLWKHU
LQWR�D�FHQWUDO�7UHDVXU\�DFFRXQW�RU�D�&HQWUDO�IXQG�LQ�WKH�OLQH�0LQLVWU\��VXFK�DV�WKH�$JULFXOWXUDO
3URPRWLRQ�)XQG���$V�D�UHVXOW��FDVK�LQFRPH�LV�OLNHO\�WR�EH�XQRIILFLDOO\�UHWDLQHG�DW�GLVWULFW�OHYHO�RU
LQ�VXERUGLQDWH�LQVWLWXWLRQV�WR�SURYLGH�VRPH�PLQLPXP�IXQGV��*LYHQ�WKDW�GLVWULFWV�KDYH�DFFHVV�WR
YLUWXDOO\�QR�FHQWUDO�IXQGV��ERWK�EHFDXVH�RI�EXGJHW�LQDGHTXDFLHV�DQG�WKH�ODFN�RI�EDQNLQJ�IDFLOL�
WLHV���LW�ZRXOG�VHHP�REYLRXV�WR�UHJXODULVH�WKLV�VLWXDWLRQ�
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%RRI\��� %GLMIZEFPI�4VSKVIWW�MR�JMRERGMEP�1EREKIQIRX
MR�XLI�RI\X����QSRXLW

%VIE %GLMIZEFPI�3FNIGXMZIW

���18)* 18)*�XIEQ�XS�TVSHYGI�WXERHEVH�JSVQEX�JSV�GSQQSR�HMWFYVWIQIRX�ERH
VITSVXMRK�VSYXMRIW�MR�7;%4�WIGXSVW�

(IZIPSTQIRX�SJ�+SZIVRQIRX�%KIRHE�XS�QEOI�MX�TSWWMFPI�XS�TVIWIRX
TVSNIGXMSRW�FEWIH�SR�TVMSVMXMIW�FIX[IIR�WIGXSVW

6SYXMRIW�HIZIPSTIH�SR�HSRSV�ERH�+SZIVRQIRX�HMWGYWWMSRW�SJ�18)*
TVSNIGXMSRW�ERH�JYRHMRK�SJ�7;%47

-RGVIEWIH�WYTTSVX�XS�18)*�TSPMG]�JSVQYPEXMSR�TVSGIWWIe

)PEFSVEXMSR�SJ�QYPXM]IEV�TVSNIGXMSRW�MR�XLI�)GSRSQMG�ERH�7SGMEP�4PER

���7XEXI�&YHKIX -RGPYWMSR�SJ������EGXYEP�HEXE�F]�FYHKIX�GPEWWMJMGEXMSR��SR�lI\TIGXIH
EGXYEP�HEXEz�FEWMW�MJ�RIGIWWEV]��JSV�GSQTEVMWSR�TYVTSWIW�

(IXEMPIH�WXEXIQIRX�SJ�ERXMGMTEXIH�GSYRXIV�ZEPYI�JYRHW��EW�JEV�EW
TSWWMFPI

���7XEXI�%GGSYRXMRK�7]WXIQ�	
&YHKIX�)\IGYXMSR

'PSWYVI�SJ�7XEXI�+IRIVEP�%GGSYRX�F]�PIKEP�HIEHPMRI��MJ�RIGIWWEV]�[MXL
GEZIEXW�VIKEVHMRK�MRJSVQEXMSR�RSX�EZEMPEFPI

(MWXVMFYXMSR�XS�HIZIPSTQIRX�TEVXRIVW�SJ�UYEVXIVP]�I\TIRHMXYVI�VITSVXW

���4E]QIRX�W]WXIQ %KVIIQIRX�SR�XLI�HIZIPSTQIRX�SJ�XLI�7XEXI�TE]QIRX�W]WXIQ�FIX[IIR
GSRGIVRIH�HSRSVW��14*�ERH�&31�

����%YHMX (IZIPSTQIRX�SJ�%GXMSR�4PER�XS�EYHMX�7XEXI�+IRIVEP�%GGSYRX�����

���(IZIPSTQIRX�4EVXRIVW %KVIIQIRX�EX�PIEWX�EQSRK�+���ERH�+31�SR�WXERHEVH�HMWFYVWIQIRX�
EYHMX�ERH�EGGSYRXEFMPMX]�TVSGIHYVIW�SR�


�7;%4�TVSKVEQQIW


�(IFX�%PPIZMEXMSR


�-QTSVX�WYTTSVX�JSV�QIHMGMRIW
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7YQQEV]�SR�XLI�TVIWIRX�WXEXYW�SJ�XLI�JMRERGMEP�QEREKIQIRX�W]WXIQ

$QQXDO�EXGJHW�DQG�SODQQLQJ�SURFHGXUHV�DQVZHULQJ�WR�RQ�EXGJHW�UHVRXUFHV�LQFOXGH�²�DW�OHDVW
SDUWO\�²�D�GLDORJXH�EHWZHHQ�03)�DQG�/LQH�0LQLVWULHV�DQG�ZLWK�SURYLQFHV��$�SURFHVV�RI�GHFHQ�
WUDOLVDWLRQ�LV�RQJRLQJ��WUDQVIHUULQJ�LQIOXHQFH�RYHU�SODQQLQJ�DQG�XWLOLVDWLRQ�RI�UHVRXUFHV�IURP
03)�WR�/LQH�0LQLVWULHV�DQG�DOVR�WR�SURYLQFHV�

7KH�EXGJHW�RQO\�KROGV�DSSUR[��KDOI�RI�DOO�SXEOLF�UHVRXUFHV�XWLOLVHG�LQ�GLIIHUHQW�VHFWRUV�DQG
SUREDEO\�QRW�PRUH�WKDQ�����RI�DOO�FDVK�IORZ�WKURXJK�WKH�6WDWH�SD\PHQW�V\VWHP��7KLV�FRQVWL�
WXWHV�D�PDMRU�SUREOHP�LQ�VHFWRU�SURJUDPPLQJ��(YHQ�WKRXJK�RII�EXGJHW�UHVRXUFHV�KDYH�EHHQ
DQDO\VHG��LW�LV�VWLOO�XQFOHDU�WR�ZKDW�H[WHQW�WKHVH�FRXOG�EH�LQFRUSRUDWHG�

7KH�PHGLXP�WHUP�SODQQLQJ�SURFHVV��HYHQWXDOO\�GHILQLQJ�DOVR�DQQXDO�UHVRXUFH�DOORFDWLRQV��LV
GLVSOD\HG�WKURXJK�WKH�07()�SURFHVV��7KLV�WRRO�ZDV�LQWURGXFHG�LQ�SODQQLQJ�SURFHGXUHV�RQO\�ODVW
\HDU��7KRXJK�IUDJLOH�DQG�ZHDN��WKHUH�LV�HYHU\�UHDVRQ�IRU�GRQRUV�WR�VXSSRUW�WKLV�SURFHVV��1RW�RQO\
LV�WKHUH�D�FRQWLQXHG�QHHG�IRU�VXSSRUW�WR�IXUWKHU�GHYHORS�H[LVWLQJ�PDFUR�SURMHFWLRQ�PRGHOV�
7KURXJK�WKH�LQWURGXFWLRQ�RI�6:$36��WKH�07()�UHOLHV�KHDYLO\�RQ�LQIRUPDWLRQ�PDGH�DYDLODEOH
WKURXJK�VHFWRU�SURJUDP�DJUHHPHQWV��7KLV�FDOOV�IRU�FRPSXOVRU\�VXEPLVVLRQ�IURP�DOO�VHFWRU�SUR�
JUDPV�WR�FRPPRQ�UHSRUWLQJ��DQG�GLVEXUVHPHQW��URXWLQHV�WR�WKH�03)�

'RQRUV��FR�RUGLQDWHG�E\�'),'��DUH�DGYLVHG�WR�LQFUHDVH�VXSSRUW�WR�WKH�07()�SURFHVV��GHYHORS�DQG
VXEPLW�WR�FRPPRQ�UHSRUWLQJ�SURFHGXUHV�DQG�VWUHQJWKHQ�DOVR�WKH�SROLF\�SRVLWLRQ�RI�WKLV�SURFHVV�

)RU�WKH�ILUVW�WLPH�VLQFH������WKHUH�ZLOO�EH�D�SRVVLELOLW\�WR�SUHVHQW�6WDWH�$FFRXQWV�DQVZHULQJ�WR
WKH�GLVEXUVHPHQW�RI�EXGJHWHG�VHFWRU�DOORFDWLRQV�LQ�WKH������6WDWH�%XGJHW��GXULQJ�WKH�IROORZLQJ
\HDU���������$OWKRXJK�WKLV�LQIRUPDWLRQ�PD\�SURYH�UHOLDEOH�LQ�WHUPV�RI�DFWXDO�VSHQGLQJ�DQG
FRPPLWPHQWV�RI�UHVRXUFHV��LW�ZLOO�VWLOO�UHIOHFW�RQO\�D�OLPLWHG�SDUW�RI�DOO�UHVRXUFHV�VSHQW�ZLWKLQ
HDFK�VHFWRU��DQG�HYHQ�OHVV�RI�DOO�UHVRXUFHV�WKDW�VKRXOG�EH�D�SDUW�RI�DQQXDO�6WDWH�$FFRXQWV��QRU�
PDOO\�DQVZHULQJ�WR�DOO�FDVK�IORZ�WKURXJK�WKH�SD\PHQW�V\VWHP��

)XUWKHU��WKH�FORVXUH�RI�WKHVH�DFFRXQWV�LV�VWLOO�YHU\�PXFK�LQ�GRXEW��HYHQ�WKRXJK�D�PDMRU�SDUW�RI
WKH�LQIRUPDWLRQ�LV�DYDLODEOH��,QIRUPDWLRQ�LV�DOVR�ZLWKKHOG�FRQFHUQLQJ�EXGJHW�H[HFXWLRQ��FDVK
UHOHDVHV�DQG�UHYHQXH�FROOHFWLRQ�

'RQRUV��FR�RUGLQDWHG�E\�WKH�6ZHGHV�6LGD�DW�03)��DUH�DGYLVHG�WR�OLQN�WKH�FRQGLWLRQV�RI�DQ\�QHZ
VXSSRUW�WKDW�VKRXOG�EH�DFFRXQWHG�IRU�LQ�WKH�DFFRXQWLQJ�V\VWHP��WR�WKH�FORVXUH�RI�DQQXDO�6WDWH
$FFRXQWV�DQG�WKH�SUHVHQWDWLRQ�RI�DFWXDO�EXGJHW�H[HFXWLRQ�GXULQJ�WKH�\HDU�

7KH�6WDWH�SD\PHQW�V\VWHP�LV�QRW�UHFRQFLOHG�LQ�IORZV�EHWZHHQ�DOO�FHQWUDO�EDQN�DFFRXQWV��L�H��WKH
PDMRU�IRUH[�DFFRXQW��WKH�PDMRU�FRXQWHU�YDOXH�DFFRXQW�DQG�WKH�7UHDVXU\�DFFRXQW�DW�WKH�03)�
7KLV�PDNHV�WKH�ILQDO�XWLOLVDWLRQ�RI�H�J��0)6�XQFHUWDLQ��D�IDFW�WKDW�LV�IXUWKHU�XQGHUOLQHG�E\�WKH
03)�SROLF\�QRW�WR�SXEOLVK�H[LVWLQJ�LQIRUPDWLRQ�RQ�FRXQWHU�YDOXH�IXQGV�JHQHUDWHG�DW�WKH�VR
FDOOHG�0%����EDQN�DFFRXQW�

'RQRUV�DUH�DGYLVHG�WR�WDNH�WKLV�VLWXDWLRQ�RI�DFWXDOO\�QRW�EHLQJ�DEOH�WR�JXDUDQWHH�WKH�IORZV�RI
0)6�LQWR�FRQVLGHUDWLRQ�ZKHQ�WKH\�GHFLGH�RQ�WKH�VWUXFWXUH�RI�FRQWLQXHG�VXSSRUW�WR�0R]DPELTXH
DQG�ZKHQ�WKH\�GLVFXVV�FDVK�IORZ�PHFKDQLVPV�LQ�UHODWLRQ�WR�6:$36��'RQRUV�DUH�DOVR�DGYLVHG�WR
UHTXHVW�WHFKQLFDO�LPSURYHPHQWV�DV�WR�PDNH�LW�SRVVLEOH�WR�WUDQVIHU�DOO�H[WHUQDO�VXSSRUW�WKURXJK
WKH�6WDWH�SD\PHQW�V\VWHP�ZLWK�IXOO�WUDQVSDUHQF\�RI�DOO�FDVK�IORZ��7KLV�UHFRPPHQGDWLRQ�LV�FRQ�
VLGHUHG�WRS�SULRULW\�E\�WKH�WHDP�

3RVVLELOLWLHV�WR�SHUIRUP�UHOLDEOH�DXGLWV�E\�WKH�0R]DPELFDQ�GRPHVWLF�SXEOLF�DXGLW�RUJDQLVDWLRQV�
DUH�VR�IDU�YHU\�OLPLWHG��7KH�LQWURGXFWLRQ�RI�6:$36�ZLOO�KRZHYHU�PDNH�LW�QHFHVVDU\�WR�VWUXFWXUH
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SRVVLELOLWLHV�WR�DXGLW�DOO�IXQGLQJ�RI�VHFWRU�SURJUDPV�DW�WKH�VDPH�WLPH��7KLV�FDOOV�IRU�RUJDQLVHG�FR�
RSHUDWLRQ�EHWZHHQ�6WDWH�DXGLW�RUJDQLVDWLRQV�DQG�H[WHUQDO�DXGLWRUV��:H�XQGHUVWDQG�WKDW�WKH�7UL�
EXQDO�$GPLQLVWUDWLYR�LV�QRW�SUHYHQWHG�XQGHU�OHJLVODWLRQ�IURP�KLULQJ�SULYDWH�DXGLW�ILUPV�WR�FDUU\
RXW�LWV�DFWLYLWLHV�

'RQRUV�DUH�DGYLVHG��XQGHU�WKH�OHDG�RI�WKH�6ZHGHV�6LGD��WR�LQWURGXFH�D�VWXG\�RQ�WKH�FROODERUD�
WLRQ�RI�GRPHVWLF�DXGLW�VWUXFWXUHV�LQ�0R]DPELTXH��'RQRUV�DUH�IXUWKHU�DGYLVHG�WR�DJUHH�RQ�FRP�
PRQ�DXGLW�SURFHGXUHV�LQ�FRQQHFWLRQ�WR�VHFWRU�SURJUDP�DJUHHPHQWV�DQG�WR�EXGJHW�IRU�H[WHQVLYH
H[WHUQDO�DXGLW�H[SHQGLWXUHV�DV�SDUW�RI�WKHVH�SURJUDPV�
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