
���$IWHU�PRQWKV� RI� VWDOHPDWH� RYHU� WKH� IXQGLQJ� RI� IHGHUDO� DYLDWLRQ� SUR�
JUDPV��WKH�FRQIHUHHV�RQ�+�5��������WKH�$YLDWLRQ�,QYHVWPHQW�DQG�5HIRUP�
$FW�RI�WKH���VW�&HQWXU\��$,5������DJUHHG�ODVW�ZHHN�WR�D�WKUHH�\HDU������
ELOOLRQ�ELOO�� � 7KH�PHDVXUH��RQFH�DGRSWHG�E\�ERWK�KRXVHV�RI�&RQJUHVV�

DQG�VLJQHG�E\�WKH�SUHVLGHQW��ZLOO�SURYLGH�D�VLJQLILFDQW�LQFUHDVH�LQ�IXQGLQJ�IRU�WKH�7H[DV�JHQ�
HUDO�DYLDWLRQ�DQG�UHOLHYHU�DLUSRUW�FRQVWUXFWLRQ�SURJUDP��
���7KH�VWDOHPDWH�HQGHG�ZKHQ�6HQDWH�0DMRULW\�/HDGHU�7UHQW�/RWW��5���06��
LQWHUYHQHG�LQ�WKH�ORQJVWDQGLQJ�GHEDWH�EHWZHHQ�6HQDWH�%XGJHW�&RPPLW�
WHH�&KDLUPDQ�3HWH�'RPHQLFL��5���10��DQG�+RXVH�7UDQVSRUWDWLRQ�DQG�
,QIUDVWUXFWXUH� &RPPLWWHH� &KDLUPDQ� %XG� 6KXVWHU� �5� �� 3$��RYHU�KRZ�
PXFK�JXDUDQWHHG� IXQGLQJ� WR�SURYLGH� IRU� WKH�QDWLRQ·V�DYLDWLRQ�SURJUDPV���
6KXVWHU�ZDQWHG� WR� WDNH� WKH�$LUSRUW�DQG�$LUZD\�7UXVW�)XQG�´RII�EXGJHW�µ�
SURWHFWLQJ� WKH� UHYHQXHV� LQ� WKH� IXQG� IRU� DYLDWLRQ� VSHQGLQJ�� � +H� DOVR�
ZDQWHG� WR� FRQWLQXH� WKH� ��� ELOOLRQ� DQQXDO� FRQWULEXWLRQ� WR� DYLDWLRQ� SUR�
JUDPV�IURP�WKH�*HQHUDO�)XQG�� �'RPHQLFL�LQVLVWHG�WKDW�DYLDWLRQ�VSHQGLQJ�
UHPDLQ�ZLWKLQ� WKH� EXGJHW�� WR� DOORZ� DSSURSULDWRUV� WR� FRQWLQXH� LPSRUWDQW�
RYHUVLJKW�RI�WKH�)HGHUDO�$YLDWLRQ�$GPLQLVWUDWLRQ·V��)$$��VSHQGLQJ�DQG�SURJUDP�LPSOHPHQWD�
WLRQ�� � ,Q�DGGLWLRQ��'RPHQLFL� DUJXHG� WKDW� LI� WKH�&RQJUHVV�YRWHG� WR� VHW�DVLGH� WKH�$LUSRUW� DQG�
$LUZD\�7UXVW�)XQG�UHYHQXHV��WKH�*HQHUDO�)XQG�FRQWULEXWLRQ�ZRXOG�KDYH�WR�HQG���/DVW�ZHHN·V�
DJUHHPHQW�UHSUHVHQWV�D�FRPSURPLVH�EHWZHHQ�WKH�WZR�SRVLWLRQV��
���7KH�FRQIHUHHV�DJUHHG� WR�D� IXQGLQJ�DUUDQJHPHQW� WKDW�JXDUDQWHHV� WKDW� WKH� UHYHQXHV� LQ� WKH�
$LUSRUW�DQG�$LUZD\�7UXVW�)XQG�DQG�WKH�LQWHUHVW�HDUQHG�RQ�WKRVH�IXQGV�VKDOO�RQO\�EH�VSHQW�RQ�
DYLDWLRQ�SURJUDPV�� �$Q\�IXQGLQJ�EH\RQG�WKH�OHYHO� LQ� WKH�7UXVW�)XQG��ZKLFK�FXUUHQWO\�KDV�D�
���� ELOOLRQ� EDODQFH�� ZRXOG� QRW� EH� JXDUDQWHHG� DQG�ZRXOG� KDYH� WR� FRPH� IURP� WKH�*HQHUDO�
)XQG�� �$Q\�*HQHUDO�)XQG�VSHQGLQJ�ZRXOG�EH�VXEMHFW� WR�DQQXDO�DSSURSULDWLRQ�� � ,Q� WKH�SDVW��
WKH�*HQHUDO�)XQG�FRQWULEXWLRQ�VXSSRUWHG� WKH�)$$·V�RSHUDWLRQV�DQG�UHVHDUFK�SURJUDPV�� LQ�
FOXGLQJ�DLU�WUDIILF�FRQWURO�RSHUDWLRQV���6LQFH�&RQJUHVV�ZLOO�VWLOO�ZDQW�WR�VXSSRUW�VXFK�YLWDO�SUR�
JUDPV��ZH�FDQ�H[SHFW� WKH�&RQJUHVV� WR�FRQWLQXH�VRPH�GHJUHH�RI� IXQGLQJ� IURP�WKH�*HQHUDO�
)XQG��
���7KH�FKDLUPHQ�RI�ERWK� WKH�+RXVH�DQG�6HQDWH�$SSURSULDWLRQV�&RPPLWWHHV�KDYH�DQQRXQFHG�
WKHLU�RSSRVLWLRQ�WR�WKH�DJUHHPHQW��VWDWLQJ�WKDW�LW�ZRXOG�UHTXLUH�����ELOOLRQ�DERYH�WKH�)<������
EDVHOLQH� IRU� WKH�)$$� LQ� WKH�QH[W� WKUHH�\HDUV�� �:LWK� WKH�VXSSRUW�RI�RWKHU�NH\�FRQJUHVVLRQDO�
OHDGHUV��KRZHYHU��ZH�H[SHFW�WKH�ELOO�WR�SDVV�LQ�WKH�QH[W�IHZ�ZHHNV��
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7UDQVSRUWDWLRQ�&RQIRUPLW\�3ULPHU�
+RZ�WKH�&OHDQ�$LU�$FW�$IIHFWV�7UDQVSRUWDWLRQ�3ODQQLQJ�DQG�)XQGLQJ�

���2QH� IHGHUDO� LVVXH� WKDW� KDV� UHFHQWO\� UHFHLYHG�
WUHPHQGRXV� DWWHQWLRQ� LQ� 7H[DV�DQG�QDWLRQZLGH�
LV�WKH�UROH�RI�WUDQVSRUWDWLRQ�SURMHFWV�LQ�DWWDLQLQJ�
WKH�QDWLRQDO�DPELHQW�DLU�TXDOLW\�VWDQGDUGV���7KH�
&OHDQ�$LU�$FW� �&$$��UHTXLUHV� WKH� IHGHUDO�JRY�
HUQPHQW� WR� DVVHVV� WKH� LPSDFW� RQ� DLU�TXDOLW\� RI�
DOO� IHGHUDO� DFWLRQV� �LQFOXGLQJ� IXQGLQJ� RI� WUDQV�
SRUWDWLRQ�SURMHFWV��LQ�DUHDV�WKDW�DUH�GHVLJQDWHG�
LQ� YLRODWLRQ� RI� WKH� DLU� TXDOLW\� VWDQGDUGV� �L�H���
QRQ�DWWDLQPHQW�DUHDV��� �)RU� WUDQVSRUWDWLRQ�� WKLV�
DVVHVVPHQW� SURFHVV� LV� NQRZQ� DV�
´WUDQVSRUWDWLRQ� FRQIRUPLW\�µ� � 7KLV� SULPHU�
�XVLQJ� D� 4XHVWLRQ� DQG� $QVZHU� IRUPDW� FUHDWHG�
E\� 'LDQQD� 1REOH�� 3�(��� WKH�
7H[DV� 'HSDUWPHQW� RI� 7UDQV�
SRUWDWLRQ·V� 'LUHFWRU� RI� (QYL�
URQPHQWDO� $IIDLUV�� SURYLGHV�
LQIRUPDWLRQ� RQ� WKLV� SURFHVV�
DQG� LWV� LPSDFW� RQ� 7H[DV�
WUDQVSRUWDWLRQ� SODQQLQJ� DQG�
IXQGLQJ��
�
:KDW�LV�WUDQVSRUWDWLRQ�FRQ�
IRUPLW\"��,W�LV�WKH�SURFHVV�E\�
ZKLFK�WUDQVSRUWDWLRQ�SURMHFWV�
DUH� HYDOXDWHG� WR� HQVXUH� WKDW�
WKHVH� WUDQVSRUWDWLRQ� LP�
SURYHPHQWV� GR� QRW� ZRUVHQ�
DLU�TXDOLW\��
:KHQ� GRHV� D� WUDQVSRUWDWLRQ� FRQIRUPLW\�
ODSVH� RFFXU"� � $� WUDQVSRUWDWLRQ� FRQIRUPLW\�
ODSVH� RFFXUV� ZKHQ� D� QRQ�DWWDLQPHQW� DUHD·V�
WUDQVSRUWDWLRQ� SODQ� H[FHHGV� WKH� DUHD·V�PRELOH�
VRXUFH� HPLVVLRQ� EXGJHW� RU� ZKHQ� DQ� DUHD� KDV�
QRW� \HW� GHPRQVWUDWHG� WKDW� LW� GRHV� QRW� H[FHHG�
WKH�DUHD·V�PRELOH�VRXUFH�HPLVVLRQ�EXGJHW���:H�
DQWLFLSDWH�D�FRQIRUPLW\� ODSVH� IRU�VHYHUDO�DUHDV�
LQ� WKH� VWDWH� ZKHQ� GHVLJQDWLRQV� RI� QRQ�
DWWDLQPHQW� XQGHU� WKH� QHZ� ��KRXU� DPELHQW� DLU�
TXDOLW\�VWDQGDUG�RFFXU�WKLV�VXPPHU��
:KDW� DUH� WKH� FRQVHTXHQFHV� RI� QRW� GHPRQ�
VWUDWLQJ�WUDQVSRUWDWLRQ�FRQIRUPLW\"��7KH�DELO�
LW\� WR� DGYDQFH� WUDQVSRUWDWLRQ� SURMHFWV� LV� VH�
YHUHO\� OLPLWHG�� � � $� IHGHUDO� FRXUW� GHFLVLRQ� LQ�

0DUFK� ����� >(QYLURQPHQWDO� 'HIHQVH� )XQG� YV��
WKH� (QYLURQPHQWDO� 3URWHFWLRQ� $JHQF\� �(3$�@�
LQYDOLGDWHG�FULWLFDO�IOH[LELOLW\�LQ�WKH�6WDWH�,PSOH�
PHQWDWLRQ� 3ODQ� �6,3�� DSSURYDO� SURFHVV� DQG�
WUDQVSRUWDWLRQ�FRQIRUPLW\�SURFHVV����$�6,3�LV�WKH�
VWDWH·V� SODQ� IRU� DWWDLQLQJ� WKH� QDWLRQDO� DPELHQW�
DLU�TXDOLW\�VWDQGDUG����$V�D�UHVXOW��DGGHG�FDSDF�
LW\�SURMHFWV� FDQQRW� EH�EXLOW� XQWLO� FRQIRUPLW\� LV�
GHPRQVWUDWHG� XQOHVV� WKH\� ZHUH� XQGHU� FRQ�
VWUXFWLRQ�RU�KDG� UHFHLYHG�D� OHWWHU�RI�DXWKRULW\�
IXQGLQJ�DSSURYDO�EHIRUH�WKH�ODSVH�RFFXUUHG��
���'XULQJ� D� FRQIRUPLW\� ODSVH�� IHGHUDO� UHJXOD�
WLRQV�DOORZ�RQO\�FHUWDLQ� WUDQVSRUWDWLRQ�SURMHFWV�

WR�SURFHHG���7KHVH�DUH��
• H[HPSW�SURMHFWV� �� VDIHW\��
PDLQWHQDQFH�� PDVV� WUDQVLW�
DQG� QRQ�DGGHG� FDSDFLW\�
WUDQVSRUWDWLRQ�SURMHFWV�
• 7UDQVSRUWDWLRQ� &RQWURO�
0HDVXUHV� �7&0V�� LQFOXGHG�
LQ� DQ� DSSURYHG� 6,3� �� 7&0V�
DUH� PHDVXUHV� WR� UHGXFH�
HPLVVLRQV� IURP� WUDIILF�� VXFK�
DV� +29� ODQHV� DQG� WUDIILF�
PDQDJHPHQW��
• SURMHFWV� WKDW� UHFHLYHG�
IXQGLQJ� FRPPLWPHQWV� �OHWWHU�
RI� DXWKRULW\�IXQGLQJ� DS�
SURYDO��IRU�FRQVWUXFWLRQ�SULRU�

WR�WKH�ODSVH�DQG�
• WKH� HQYLURQPHQWDO� DQG� SXEOLF� LQYROYHPHQW�

SURFHVV��KRZHYHU��WKH�)HGHUDO�+LJKZD\�$G�
PLQLVWUDWLRQ� �)+:$��DQG� WKH�)HGHUDO�7UDQ�
VLW�$GPLQLVWUDWLRQ��)7$��ZLOO�QRW�LVVXH�D�ILQDO�
DSSURYDO�RI�WKH�HQYLURQPHQWDO�SURFHVV�GXU�
LQJ�D�ODSVH����

���&HUWDLQ� SURMHFWV�� VXFK� DV� LQWHUFKDQJH� LP�
SURYHPHQWV�� PXVW� XQGHUJR� D� SURMHFW�VSHFLILF�
DLU� TXDOLW\� DQDO\VLV� LQFOXGLQJ� D� FRQVXOWDWLYH�
SURFHVV�EHWZHHQ�VWDWH�DQG�IHGHUDO�DJHQFLHV�WR�
GHWHUPLQH� ZKHWKHU� WKH� SURMHFWV� VKRXOG� SUR�
FHHG�GXULQJ�WKH�ODSVH��
���'HWDLOHG� GHVLJQ� �GHYHORSPHQW� RI� 3ODQV��
6SHFLILFDWLRQV�	�(VWLPDWHV��DQG�ULJKW�RI�ZD\�DF�
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TXLVLWLRQ� FDQQRW� FRQWLQXH� IRU� DGGHG� FDSDFLW\�
SURMHFWV�GXULQJ�D�ODSVH��
:KDW� KDSSHQV� WR� IHGHUDO� WUDQVSRUWDWLRQ�
IXQGV� IRU� QRQ�DWWDLQPHQW� DUHDV� GXULQJ� D�
FRQIRUPLW\� ODSVH"� � 6WDWHV� DQG� ORFDOLWLHV� FDQ�
UHGLVWULEXWH�)HGHUDO�PRQLHV�WR�GR�H[HPSW�SUR�
MHFWV�ZLWKLQ�WKH�QRQ�DWWDLQPHQW�DUHD� WKDW� LV�XQ�
GHU�WKH�ODSVH���,Q�DGGLWLRQ��WKH�VWDWHV�FDQ�UHGLV�
WULEXWH�)HGHUDO�IXQGV��H[FHSW�WKH�IHGHUDO�IXQGV�
WKDW�DUH�VSHFLILFDOO\�DOORFDWHG�WR�WKH�0HWURSROL�
WDQ� 3ODQQLQJ� 2UJDQL]DWLRQV�� WR� GR� DGGHG�
FDSDFLW\� SURMHFWV�ZLWKLQ� DQ\� RWKHU� DUHD� RI� WKH�
VWDWH�WKDW�LV�127�XQGHU�D�WUDQVSRUWDWLRQ�FRQIRU�
PLW\�ODSVH��
:KDW� KDSSHQV� WR� QRQ�IHGHUDOO\� IXQGHG� SUR�
MHFWV� DQG� DFWLYLWLHV� GXULQJ� D� FRQIRUPLW\�
ODSVH"� � 5HJLRQDOO\� VLJQLILFDQW�� QRQ�IHGHUDOO\�
IXQGHG�� DGGHG�FDSDFLW\� SURMHFWV� DUH� EHLQJ�
KHOG� WR�VLPLODU�UHVWULFWLRQV�DV� IHGHUDOO\� IXQGHG�
SURMHFWV� GXULQJ� D� ODSVH�� � 6RPH� KDYH� DVNHG�
ZKHWKHU�LW�ZDV�SRVVLEOH� WR�FKDQJH� WKH� IXQGLQJ�
RI� IHGHUDOO\� IXQGHG� SURMHFWV� DQG� DFWLYLWLHV� WR�
VWDWH� IXQGV�� � ,Q� UHDOLW\�� ZH�GRQ·W� KDYH� HQRXJK�
VWDWH� IXQGV� WR� GR� WKLV�� � ,Q� DGGLWLRQ�� WKH� VWDWH�
ULVNV� IXWXUH� HOLJLELOLW\� IRU� IHGHUDO� IXQGLQJ� DQG�
PD\�KDYH�WR�UHLPEXUVH�IHGHUDO�IXQGV�WKDW�KDYH�
DOUHDG\� EHHQ� H[SHQGHG�� � $OVR�� LW� LV� SRVVLEOH�
WKDW� ODZVXLWV�PD\�DULVH� IURP�WKRVH�TXHVWLRQLQJ�
WKH�DXWKRULW\�RI�WKH�VWDWH�WR�SURFHHG�XQGHU�VXFK�
D�VFHQDULR��
:KDW�LV�D�VDQFWLRQ"��$�IHGHUDO�VDQFWLRQ�RFFXUV�
ZKHQ� WKH� VWDWH� IDLOV� WR� VXEPLW� RU� LPSOHPHQW� D�
6,3�DFFRUGLQJ� WR�(3$� UHTXLUHPHQWV�� �'XULQJ�D�
VDQFWLRQ�� WKH� IHGHUDO� JRYHUQPHQW� FDQ� UHVWULFW�
IHGHUDO� KLJKZD\� IXQGV� WKDW� JR� GLUHFWO\� WR� D�
VDQFWLRQHG�UHJLRQ�� �7KH� W\SH�RI� IDLOXUH�ZLOO� LQ�
IOXHQFH�WKH�W\SH�RI�KLJKZD\�VDQFWLRQV�LPSRVHG���
6DQFWLRQV�FDQ�DIIHFW� IXQGLQJ� IRU�DOO� RI� WKH�QRQ�
DWWDLQPHQW�DUHDV�LQ�WKH�VWDWH�RU�WKH�VDQFWLRQ�FDQ�
EH� GLUHFWHG� VSHFLILFDOO\� WR� RQH� RU� PRUH� QRQ�
DWWDLQPHQW�DUHD���,Q�DGGLWLRQ��XQGHU�FHUWDLQ�FLU�

FXPVWDQFHV�� WKH� (3$� PD\� H[WHQG� KLJKZD\�
VDQFWLRQV� WR� DUHDV� QRW� GHVLJQDWHG� DV� QRQ�
DWWDLQPHQW��
���2EYLRXVO\�� D� VDQFWLRQ� LV� D�PRUH� VHYHUH�SHQ�
DOW\�WKDQ�D�FRQIRUPLW\�ODSVH��SULPDULO\�EHFDXVH�
D� VDQFWLRQ� IXUWKHU� UHVWULFWV� ZKDW� W\SHV� RI� SUR�
MHFWV� FDQ� EH�GHYHORSHG�� � ,Q� HVVHQFH�� WKH� (3$�
$GPLQLVWUDWRU��ZLWK�FRQFXUUHQFH� IURP�WKH�6HF�
UHWDU\�RI�7UDQVSRUWDWLRQ��GHWHUPLQHV�ZKDW�SUR�
MHFWV� FDQ� SURFHHG� GXULQJ� D� VDQFWLRQ�� � *HQHU�
DOO\��SURMHFWV�DUH�OLPLWHG�WR�VDIHW\�SURMHFWV�WKDW�
KDYH� VXSSRUWLQJ�DFFLGHQW�GDWD�� � 7H[DV�KDV�QRW�
EHHQ�VDQFWLRQHG�WR�GDWH��
���1R�VWDWHV�KDYH�DFWXDOO\� ORVW� IHGHUDO� WUDQVSRU�
WDWLRQ� IXQGV� DV� D� UHVXOW� RI� D� ODSVH�RU� VDQFWLRQ���
)HGHUDO� IXQGV�KDYH�D�PXOWL�\HDU� OLIH�� �7KUHH� WR�
IRXU�\HDUV�LV�WKH�PRVW�FRPPRQ�OLIH�VSDQ�IRU�IHG�
HUDO� WUDQVSRUWDWLRQ� IXQGLQJ�� � 1R� VWDWHV� KDYH�
EHHQ�XQGHU�D�ODSVH�RU�VDQFWLRQ�ORQJ�HQRXJK�IRU�
WKH�HQWLUH� OLIH� VSDQ�RI� DOORFDWHG� IXQGLQJ� WR�H[�
SLUH��
'XULQJ�D�VDQFWLRQ��FDQ�PRQH\�EH�UHGLUHFWHG�
WR�GR�RWKHU�SURMHFWV�DQG�WR�RWKHU�DUHDV�RI�WKH�
VWDWH"� �0D\EH�� �'XULQJ�D�VDQFWLRQ�� WKH� IHGHUDO�
JRYHUQPHQW�FDQ�UHVWULFW�IHGHUDO�KLJKZD\�IXQGV�
WKDW� JR� GLUHFWO\� WR� D� VDQFWLRQHG� UHJLRQ�� � 7KH�
W\SH� RI� IDLOXUH�ZLOO� LQIOXHQFH� WKH� W\SH� RI� KLJK�
ZD\�VDQFWLRQV�LPSRVHG���6DQFWLRQV�FDQ�DSSO\�WR�
DOO�RI�WKH�QRQ�DWWDLQPHQW�DUHDV�LQ�WKH�VWDWH�RU�EH�
GLUHFWHG� VSHFLILFDOO\� WR� RQH� RU� PRUH� QRQ�
DWWDLQPHQW�DUHD���,Q�DGGLWLRQ��XQGHU�FHUWDLQ�FLU�
FXPVWDQFHV�� WKH� (3$� PD\� H[WHQG� KLJKZD\�
VDQFWLRQV� WR� DUHDV� QRW� GHVLJQDWHG� DV� QRQ�
DWWDLQPHQW��
�
���7KH� /HJLVODWLYH� $IIDLUV� 2IILFH� KDV� ZRUNHG�
RYHU�WKH�SDVW�\HDU�WR�NHHS�WKH�7H[DV�&RQJUHV�
VLRQDO� 'HOHJDWLRQ� DQG� RWKHU� HOHFWHG� RIILFLDOV�
LQIRUPHG�DERXW�WKH�SRWHQWLDO�LPSDFWV�RI�WKLV�LV�
VXH� RQ� 7H[DV�� � ,I� \RX� KDYH� DQ\� TXHVWLRQV��
SOHDVH�FRQWDFW�XV��
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