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7KH�ILQDQFLDO�LQGHSHQGHQFH�RI�WKH�PXQLFLSDOLWLHV�LQ�%XOJDULD�KDG�LWV�EHJLQQLQJ�LQ
����� ZKHQ� WKH� QHZ� &RQVWLWXWLRQ� DQG� WKH� /DZ� RQ� /RFDO� 6HOI�*RYHUQDQFH� DQG� /RFDO
$GPLQLVWUDWLRQ�HQWHUHG�LQWR�IRUFH��$FFRUGLQJ�WR�WKH�&RQVWLWXWLRQ��³7KH�PXQLFLSDOLW\�LV�WKH
EDVLF�DGPLQLVWUDWLYH�WHUULWRULDO�XQLW��LQ�ZKLFK�ORFDO�VHOI�JRYHUQDQFH�LV�FDUULHG�RXW��DUWLFOH
����� SDUDJUDSK� ���� WKH� PXQLFLSDOLW\� LV� D� OHJDO� HQWLW\�� KDV� � LWV� RZQ� SURSHUW\� DQG
LQGHSHQGHQW�EXGJHW��7KHVH�PDLQ�SULQFLSOHV�DUH�HODERUDWHG� LQ� WKH�/DZ�RQ�/RFDO�6HOI�
*RYHUQDQFH� DQG� /RFDO� $GPLQLVWUDWLRQ� ZKLFK� GHILQHV� WKH� ULJKWV� RI� WKH� ORFDO� FRXQFLO
UHJDUGLQJ�WKH�EXGJHW�DQG�WKH�VWUXFWXUH�RI�PXQLFLSDO�UHFHLSWV�DQG�H[SHQGLWXUHV�

,QGHSHQGHQW�PXQLFLSDO�EXGJHW

7KH� &RQVWLWXWLRQ� DQG� WKH� /DZ� RQ� /RFDO� 6HOI�*RYHUQDQFH� DQG� /RFDO
$GPLQLVWUDWLRQ�HQDEOH�WKH�PXQLFLSDOLW\�WR�SUHSDUH�DQG�YRWH�RQ�LWV�RZQ�EXGJHW��7KH�/DZ
JUDQWV� WKLV� ULJKW� WR� WKH� PXQLFLSDO� FRXQFLO�� ZKLFK� DSSURYHV� WKH� DQQXDO� EXGJHW�
LPSOHPHQWV� FRQWURO� DQG� DSSURYHV� WKH� UHSRUW� RQ� LWV� IXOILOOPHQW�� 7KH� PXQLFLSDO� FRXQFLO
PDNHV�IRUHFDVWV�IRU�UHFHLSWV�DQG�H[SHQGLWXUHV�GXULQJ�WKH�FRPLQJ�ILVFDO�\HDU��WDNLQJ�LQWR
FRQVLGHUDWLRQ� DFWLYLWLHV� DQG� SURMHFWV� RI� ORFDO� LPSRUWDQFH�� ZKLFK� LW� PDLQWDLQV�� ,W� DOVR
FDOFXODWHV� WKH� H[SHFWHG� WD[� DQG� QRQ�WD[� UHFHLSWV� DQG� WKH� VXEVLGLHV� IURP� WKH� FHQWUDO
EXGJHW�� &RQVHTXHQWO\�� PXQLFLSDOLWLHV� SDVV� WKHLU� EXGJHWV� DIWHU� WKH� YRWH� RQ� WKH
JRYHUQPHQW�EXGJHW�E\�WKH�3DUOLDPHQW��$FFRUGLQJ�WR�WKH�/DZ�RQ�WKH�JRYHUQPHQW�EXGJHW
IRU������� WKH�PXQLFLSDOLWLHV�DUH�REOLJHG�WR�DGRSW�DQG�VXEPLW� WKHLU�EXGJHWV� IRU������WR
WKH�0LQLVWU\� RI� )LQDQFH� RQH�PRQWK� DIWHU� WKH� SXEOLFDWLRQ� RI� WKH� ODZ�� $OO� DFWLYLWLHV� DQG
SURMHFWV��RI�ZKLFK�PDLQWHQDQFH�DQG�GHYHORSPHQW�DUH�DVVLJQHG� WR� WKH�PXQLFLSDOLW\�E\
WKH� ODZ�� PXVW� EH� LQFOXGHG� LQ� WKH� EXGJHW� VWUXFWXUH�� )RU� VRPH� DFWLYLWLHV� RI� SULRULW\
LPSRUWDQFH� WKH� ODZ�HYHQ�VSHFLILHV� WKH�REOLJDWRU\�PLQLPXP��ZKLFK� LV�GHWHUPLQHG�DV�D
UHODWLYH� SDUW� RI� WKH� PXQLFLSDO� EXGJHW� �VHH� DUWLFOH� ��� SDUDJUDSK� ��� /DZ� RQ� WKH
JRYHUQPHQW�EXGJHW�RI�%XOJDULD�IRU�������

7KHVH� FOHDU� OHJDO� SRVWXODWHV�ZKLFK� OD\� WKH� IRXQGDWLRQV� IRU�PXQLFLSDO� ILQDQFLDO
LQGHSHQGHQFH�FRQWUDGLFW�WKH�/DZ�RQ�WKH�SUHSDUDWLRQ�DQG�IXOILOOPHQW�RI�WKH�JRYHUQPHQW
EXGJHW�� GDWLQJ� EDFN� WR� ������ 7KLV� ODZ� LV� JURXQGHG� RQ� WKH� SULQFLSOHV� RI� XQLW\� DQG
FHQWUDOL]DWLRQ�RI�SXEOLF�ILQDQFH��ZKLFK�VHHP�DQDFKURQLVWLF�LQ�OLJKW�RI�WKH�QHZ�OHJLVODWLRQ�
1RZDGD\V�� LWV� UHTXLUHPHQW� VKRXOG� EH� YLHZHG� DV� QXOO� DQG� YRLG� HYHQ� WKRXJK� LWV
SURYLVLRQV�KDYH�QRW�EHHQ��VSHFLILFDOO\�DEURJDWHG��/HJDO�JURXQGV�IRU�LWV�QRQ�DSSOLFDWLRQ
FDQ�EH��IRU�H[DPSOH��DUWLFOH����SDUDJUDSK���IURP�WKH�&RQVWLWXWLRQ��VWDWLQJ�WKDW�WKH�/DZ�
ZKHUH�FRQWUDGLFWRU\�WR�WKH�&RQVWLWXWLRQ��LV�QRW�DSSOLFDEOH��+RZHYHU��LQ�RUGHU�WR�EHFRPH
REOLJDWRU\��VXFK�LQWHUSUHWDWLRQV�VKRXOG�EH�PDGH�E\�WKH�&RQVWLWXWLRQDO�&RXUW�

,Q�RUGHU�WR�DYRLG�WKH�FRQWUDGLFWLRQ�EHWZHHQ�WKH�QHZ�OHJLVODWLRQ�DQG�WKH�/DZ�RQ
WKH�SUHSDUDWLRQ�DQG� IXOILOOPHQW�RI� WKH�JRYHUQPHQW�EXGJHW��RQH�FDQ�DSSO\� WKH� UXOH� ³WKH
QHZ� ODZ� UHSHDOV� WKH� ROG� LI� WKH\� DUH� FRQWUDGLFWRU\´�� 7KLV� LV� WKH� EDVLF� FRQVLGHUDWLRQ
EHKLQG� WKH� QRQ�DSSOLFDWLRQ� RI� WKH� /DZ� RQ� WKH� SUHSDUDWLRQ� DQG� IXOILOOPHQW� RI� WKH
JRYHUQPHQW�EXGJHW�

7KH�ULJKW�RI�WKH�PXQLFLSDOLW\�WR�DSSURYH�DQ�LQGHSHQGHQW�EXGJHW�LQ�LWVHOI�GRHV�QRW
HQVXUH� ILQDQFLDO� LQGHSHQGHQFH� LI� WKH�PXQLFLSDOLW\� GRHV� QRW� KDYH� HQRXJK� IUHHGRP� WR
DOORW� LWV�EXGJHW�IXQGV��7KH�OHJLVODWLRQ�GRHV�QRW�DOORZ�WKH�PXQLFLSDOLW\�WR�PDQDJH�DOO�RI
LWV�EXGJHW� IXQGV�DQG� LQ� IDFW��D�JUHDW�SDUW�RI�PXQLFLSDO� ILQDQFH� LV�VSHQW� LQ�DFFRUGDQFH
ZLWK� LQVWUXFWLRQV� IURP� WKH� FHQWUDO� DGPLQLVWUDWLRQ�� UHSUHVHQWHG� E\� WKH� 0LQLVWU\� RI
)LQDQFH�� 7KLV� UHIHUV�PDLQO\� WR� WKH� VR� FDOOHG� ³VXEVLGLHV� IURP� WKH� FHQWUDO� EXGJHW� ZLWK
VSHFLDO�GHVLJQDWLRQ��JUDQWHG�IRU�WKH�ILQDQFLQJ�RI�SDUWLFXODU�DFWLYLWLHV�LQ�WKH�PXQLFLSDOLW\´�
7KH�SULQFLSDO�PXQLFLSDO�H[SHQGLWXUHV��VXFK�DV�SRWDEOH�ZDWHU�VXSSO\��KHDOWK�FDUH��VRFLDO
DIIDLUV�� HGXFDWLRQ� DQG� HFRORJ\�� DUH� FRPSOHWHO\� GHSHQGHQW� RQ� WKH� VXEVLGLHV� IURP� WKH
FHQWUDO� EXGJHW� ZLWK� VSHFLDO� GHVLJQDWLRQ�� ZLWK� WKH� PXQLFLSDOLW\� DFWLQJ� DV� D� ORFDO
UHSUHVHQWDWLYH�RI�WKH�0LQLVWU\�RI�)LQDQFH��,I�WKH�VXEVLG\�LV�LQVXIILFLHQW��ZKLFK�LV�RIWHQ�WKH
FDVH��� WKH� OLDELOLWLHV� UHPDLQ�RQ� WKH�DFFRXQW�RI� WKH�PXQLFLSDOLW\� DQG�DUH� VKRZQ�RQ� WKH
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OLDELOLWLHV¶� VLGH� RI� LWV� EXGJHW�� $V� D� UHVXOW�� SDUW� RI� WKH� JRYHUQPHQW� EXGJHW� GHILFLW� LV
WUDQVIHUUHG�WR�WKH�PXQLFLSDOLWLHV¶�EXGJHWV�

7KLV� OHDGV� XV� WR� RQH� RI� WKH� PDLQ� ZHDN� SRLQWV� RI� WKH� ILQDQFLDO� UHJXODWLRQ
UHODWLRQVKLS�EHWZHHQ�WKH�FHQWUDO�DQG�ORFDO�DXWKRULWLHV��QDPHO\��WKH�LPEDODQFH�EHWZHHQ
WKH�DFWLYLWLHV�DQG�SURMHFWV�PDLQWDLQHG�E\�WKH�PXQLFLSDOLWLHV�RQ�WKH�RQH�KDQG��DQG�RQ�WKH
RWKHU���WKH�LQVXIILFLHQW�ULJKWV�RI�WKH�PXQLFLSDOLWLHV�WR�UDLVH�EXGJHW�UHFHLSWV�IRU�WKHLU�RZQ
DFFRXQWV�� $� JURZLQJ� SDUW� RI� WKH� JRYHUQPHQW� UHFHLSWV� DUH� FKDQQHOHG� LQWR� WKH� FHQWUDO
EXGJHW�DQG�D�JURZLQJ�QXPEHU�RI� DFWLYLWLHV�DUH� WUDQVIHUUHG� WR� WKH�PDLQWHQDQFH�RI� WKH
ORFDO�EXGJHWV�

0XQLFLSDO�UHFHLSWV

7KH�DERYH�SRVHV�D�TXHVWLRQ�UHODWHG�WR�WKH�PXQLFLSDO�UHFHLSWV�DQG�LQ�SDUWLFXODU
WR� WKH� PXQLFLSDOLW\¶V� DELOLW\� WR� LQFUHDVH� WKHP�� 7KHUH� LV� QR� GRXEW� WKDW� WKH� ILQDQFLDO
LQGHSHQGHQFH�RI�WKH�PXQLFLSDOLWLHV�LV�WR�D�JUHDW�H[WHQW�EXLOW�XSRQ�WKH�FRQGLWLRQV�ZKLFK
JLYH�WKHP�WKH�RSSRUWXQLW\�WR�UDLVH�WKH�ELJJHVW�SDUW�RI�WKH�UHVRXUFHV�WKDW�WKH\�GLVEXUVH�
3URYLVLRQDOO\�� WKH� VWUXFWXUH� RI� WKH� PXQLFLSDO� UHFHLSWV� FDQ� EH� GLYLGHG� LQWR� WZR� PDLQ
JURXSV� LQ� DFFRUGDQFH�ZLWK� WKHLU� VRXUFH�� ILUVW�� VXEVLGLHV� IURP� WKH� JRYHUQPHQW� EXGJHW
DQG�VHFRQG��WD[�DQG�QRQ�WD[�UHFHLSWV�
+DYLQJ� DOUHDG\� PHQWLRQHG� JRYHUQPHQW� VXEVLGLHV�� WKHUH� LV� RQO\� RQH� WKLQJ� WR� DGG�� ,Q
DGGLWLRQ�WR�WKH�VXEVLGLHV�ZLWK�VSHFLDO�GHVLJQDWLRQ�WKHUH�DUH�DOVR�WKH�VR�FDOOHG�³JHQHUDO
VXEVLGLHV¶�ZKLFK�DUH�PDQDJHG�DW�WKH�GLVFUHWLRQ�RI�WKH�PXQLFLSDO�FRXQFLO��7KH�GHFLVLRQ
RI�WKH�PXQLFLSDO�FRXQFLO� WR�DVVLJQ�WKHVH�IXQGV�GHSHQGV�RQ�WKH�SDUWLFXODU�QHHGV�RI�WKH
UHVSHFWLYH� PXQLFLSDOLW\�� ,Q� WKLV� FDVH� WKH� GHSHQGHQFH� RI� WKH� PXQLFLSDOLW\� RQ� WKH
JRYHUQPHQW� EXGJHW� � EHFRPHV� DSSDUHQW� LQ� WKH� IDFW� WKDW� WKH� 0LQLVWU\� RI� )LQDQFH� FDQ
GHOD\�WKH�WUDQVIHUV�RU�HYHQ�IDLO� WR�WUDQVIHU�SDUW�RI�D�JHQHUDO�VXEVLG\�IRU�WKH�UHVSHFWLYH
SHULRG�

$QRWKHU�YHU\�LPSRUWDQW�VRXUFH�RI�IXQGV�IRU�WKH�PXQLFLSDO�EXGJHW�LV�WKDW�RI�WD[HV�
2I�DOO�WD[HV��LQFRPH�WD[�LV�WKH�JUHDWHVW��,Q�������WKH�PXQLFLSDOLWLHV�UHFHLYHG�����RI��WKH
OHYLHG�WD[�
$FFRUGLQJ�WR�DUWLFOH�����SDUDJUDSK����SRLQW���RI�WKH�/DZ�RQ�/RFDO�6HOI�*RYHUQDQFH�DQG
/RFDO�$GPLQLVWUDWLRQ��³WKH�PXQLFLSDO�EXGJHW�UHFHLYHV�WKH�WRWDO�DPRXQW�RI�DOO�ORFDO�WD[HV�
FKDUJHV� DQG� RWKHU� ORFDO� OHYLHV�� VWLSXODWHG� E\� WKH� ODZ´�� 7KH� UDWH� RI� WKH� ORFDO� WD[HV� LV
GHWHUPLQHG�E\�D�ODZ�RU�D�GHFUHH��2QO\�VRPH�RI�WKH�ORFDO�FKDUJHV��VXFK�DV�FKDUJHV�IRU
WHFKQLFDO� VHUYLFHV�� FKDUJHV� IRU� WKH� XVH� RI� PDUNHW�SODFHV�� VDQLWDWLRQ� FKDUJHV�� DUH
GHWHUPLQHG�E\�WKH�PXQLFLSDO�FRXQFLO�

$OO�RI�WKH�HQXPHUDWHG�PXQLFLSDO�UHFHLSWV�DUH�EDVHG�RQ�SXEOLF�ODZ��7KH�VXEVLGLHV
IURP� WKH� JRYHUQPHQW� EXGJHW� DUH� WUDQVIHUV� IURP� RQH� SXEOLF� VWUXFWXUH� WR� DQRWKHU�� 7KH
WD[HV�DQG�FKDUJHV�DUH�OHYLHG�RQ�WKH�EDVLV�RI�WKH�DGPLQLVWUDWLYH�OLDELOLWLHV�IRU�WKH�DFFRXQW
RI�WKH�SK\VLFDO�DQG�OHJDO�SHUVRQV�VWLSXODWHG�E\�WKH�ODZ�

0XQLFLSDO� ILQDQFHV�� KRZHYHU�� FDQ� EH� UDLVHG� RQ� WKH� EDVLV� RI� SULYDWH� ODZ�� 7KH
PXQLFLSDOLW\�FDQ�FDUU\�RXW�HFRQRPLF�DFWLYLW\��WR�FR�RSHUDWH�ZLWK�SULYDWH�ODZ�VXEMHFWV�DQG
WR� HDUQ� SURILW�� WKXV� LQFUHDVLQJ� LWV� SURSHUW\�� 7KH� PXQLFLSDOLW\� FDQ� FDUU\� RXW� DOO� WKHVH
DFWLYLWLHV�EHFDXVH�LW�LV�UHFRJQL]HG�E\�WKH�ODZ�DV�D�OHJDO�HQWLW\�

,��7KH�PXQLFLSDOLW\�DV�D�VXEMHFW�RI�SULYDWH�ODZ��/HJDO�IUDPHZRUN�IRU�WKH�PXQLFLSDO
LQYHVWPHQW�SROLF\

���/HJDO�RSSRUWXQLWLHV�IRU�WKH�PXQLFLSDOLW\�WR�LQYHVW

%XOJDULDQ� OHJLVODWLRQ� UHIRUP�� LQ� WKH� VSKHUH� RI� � SXEOLF� ILQDQFH�� IDFHV� WKH
FRPSOLFDWHG� WDVN� RI� ILQGLQJ� WKH� DSSURSULDWH� EDODQFH� EHWZHHQ� WKH� QHFHVVLW\� WR� OHVVHQ
WKH�WD[�EXUGHQ�DQG�WR�SURYLGH�WKH�QHHGHG�IXQGV�IRU�WKH�H[FKHTXHU��8SRQ�SDVVLQJ�WKH
JRYHUQPHQW� EXGJHW�� WKH� 0HPEHUV� RI� 3DUOLDPHQW� XVXDOO\� IDFH� WKH� SROLWLFDOO\� GHOLFDWH
SUREOHP� RI� SURYLGLQJ� IRU� WKH� ³ILQDQFLDO� KHDOWK´� RI� WKH� VWDWH� ZLWKRXW� � ³VWLIOLQJ´� WKH
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HFRQRPLF�HQWLWLHV�ZLWK�DQ�H[FHVVLYH�WD[�EXUGHQ��,W�LV�LPSRUWDQW�WR�ILQG�D�ZD\�RXW�RI�WKLV
GLOHPPD� ZKHQ� VROYLQJ� WKH� SUREOHPV� RI� PXQLFLSDO� ILQDQFLQJ�� 7KH� PXQLFLSDOLW\¶V
RSSRUWXQLWLHV� WR� OHY\� WD[HV�DQG�FKDUJHV�RQ�WKH�SRSXODWLRQ�DUH�UHVWUDLQHG��7KH�ULJKW� WR
VSHFLI\� WKH� UDWH� RI� VRPH� ORFDO� FKDUJHV� FDQ� KDUGO\� DOOHYLDWH� FKURQLF� ILQDQFLDO
LQVXIILFLHQF\��7KXV��WKH�OLPLWHG�RSSRUWXQLW\�RI�WKH�PXQLFLSDOLW\�WR�UDLVH�IXQGV�RQ�SXEOLF�
ODZ� JURXQGV� LV� FRPSHQVDWHG� IRU� E\� WKH� DELOLW\�� VWLSXODWHG� E\� WKH� ODZ�� WR� FDUU\� RXW
HFRQRPLF� DFWLYLWLHV� DQG� WR� FRYHU� SDUW� RI� LWV� ILQDQFLDO� QHHGV� ZLWK� WKH� UHYHQXHV� LW� KDV
UHDOL]HG��,Q�RUGHU�WR�FDUU\�RXW�HFRQRPLF�DFWLYLWLHV�LQ�WKH�VHQVH�RI�DUWLFOH�����SDUDJUDSK��
IURP� WKH� /DZ� RQ� /RFDO� 6HOI�*RYHUQDQFH� DQG� /RFDO� $GPLQLVWUDWLRQ� �//6*/$��� WKH
PXQLFLSDOLW\�VKRXOG�GLVSRVH�RI�IXQGV��ZKLFK�LW�FDQ�LQYHVW�DW�LWV�RZQ�GLVFUHWLRQ�

%XW�ZKDW�LV�WKH�OHJDO�LQWHUSUHWDWLRQ�RI�WKH�WHUP�³PXQLFLSDO�LQYHVWPHQW´�DQG�ZKDW
DUH�WKH�OHJDO�OLPLWDWLRQV�IRU�PXQLFLSDO�LQYHVWPHQW�SROLF\"

7R� LQYHVW�PHDQV� WR� FKRRVH�� WR� FKRRVH�ZKHUH�DQG�KRZ� WR� LQYHVW� \RXU�PRQH\�
)URP�WKLV�SRLQW�RI�YLHZ��WKH�ODZ�VWLSXODWHV�WKH�RUGHU�DQG�FRQGLWLRQV�IRU�WKH�PXQLFLSDOLW\
WR�PDQDJH�LWV�RZQ�SURSHUW\��2I�FRXUVH��WKH�VXEVLGLHV�IURP�WKH�JRYHUQPHQW�EXGJHW�ZLWK
VSHFLDO�GHVLJQDWLRQ�DUH�H[FOXGHG�IURP�WKHVH�UHJXODWLRQV��DUWLFOH�����SDUDJUDSK��� IURP
//6*/$���7KH�PXQLFLSDOLW\¶V�PRQHWDU\�IXQGV�DQG�DOO�DVVHWV�XQGHU�LWV�RZQHUVKLS�UHPDLQ
DW� LWV� GLVSRVDO� �DUWLFOH� ���� SDUDJUDSK� �� LQ� FRQQHFWLRQ� ZLWK� DUWLFOH� ���� SDUDJUDSK� ���
7KHVH�FRXOG�EH� UHDO�RU�SHUVRQDO�SURSHUW\�� VKDUHV�� LQWHUHVW� LQ�GLIIHUHQW� FRPSDQLHV��RQ
WKH�ZKROH�DOO�W\SHV�RI�SURSHUW\�DFTXLUHG�E\�WKH�PXQLFLSDOLW\�DV�D�OHJDO�HQWLW\��VHH�DUWLFOH
�����SDUDJUDSK���IURP�WKH�&RQVWLWXWLRQ�RI�WKH�5HSXEOLF�RI��%XOJDULD���7KH�PXQLFLSDOLW\
PD\�XVH�WKLV�SURSHUW\�LQ�HFRQRPLF�DFWLYLW\��LQ�RWKHU�ZRUGV��LW�PD\�LQYHVW�LW�

7KH�PXQLFLSDOLW\�LV�DEOH�WR�PDNH�GLUHFW�LQYHVWPHQWV��³WR�SXW�LQ�HFRQRPLF�DFWLYLW\
SRVVHVVLRQV�DQG�PRQHWDU\�IXQGV´��DUWLFOH�����SDUDJUDSK���IURP�//6*/$���DV�ZHOO�DV�WR
PDNH�LQGLUHFW� LQYHVWPHQWV��³WR�SDUWLFLSDWH�LQ�HFRQRPLF�DFWLYLWLHV�RI� MRLQW�QDWXUH�� L��H�� WR
SXUFKDVH�VKDUHV�DQG�VWRFNV�RI��EXVLQHVV�ILUPV´�

'LUHFW�PXQLFLSDO�LQYHVWPHQWV�DUH�PDGH�LQ�WKH�SURFHVV�RI�VSHQGLQJ�WKH�PRQHWDU\
IXQGV��7KH\�DUH�XVHG�WR�ILQDQFH�SURMHFWV�RI�ORFDO�LPSRUWDQFH��ZKLFK�DUH�QRW�VXEVLGL]HG
E\� WKH� JRYHUQPHQW� EXGJHW�� *LYHQ� WKH� SUHVHQW� UDWKHU� OLPLWHG� SRVVLELOLWLHV� IRU� FHQWUDO
ILQDQFLQJ�� WKH� QXPEHU� RI� � SURMHFWV�� ZKLFK� DUH� WR� EH� ILQDQFHG� E\� WKH� PXQLFLSDOLWLHV
WKHPVHOYHV�� LQFUHDVHV�� 7KLV� PHDQV� FRQVLGHUDEOH� RXWOD\� IRU� WKH� PXQLFLSDOLW\�� ,W� LV
REYLRXV�WKDW�QRZDGD\V�DFWLYLWLHV�VXFK�DV�EXLOGLQJ�RI�PXQLFLSDO�KRXVLQJ��PDLQWHQDQFH�RI
PXQLFLSDO�VFKRROV��NLQGHUJDUGHQV�DQG�SXEOLF�XWLOLWLHV��XSNHHS�RI�WKH�ORFDO�LQIUDVWUXFWXUH�
WUDQVSRUW� DQG�PDQ\� RWKHU� XQGHUWDNLQJV� RI� ORFDO� LPSRUWDQFH� DUH� LQ� D� WHUULEOH� VLWXDWLRQ
DQG�DUH�LQ�GLUH�QHHG�RI�PRUH�IXQGV�

7KH� PXQLFLSDOLWLHV� KDYH� WUDQVIHUUHG� VRPH� RI� WKHVH� DFWLYLWLHV� �� FRQVWUXFWLRQ�
WUDQVSRUW� DQG� RWKHUV� �� WR� SULYDWH� FRPSDQLHV�� SULYDWL]DWLRQ� ZLOO� IUHH� WKH� PXQLFLSDOLWLHV
IURP� ILQDQFLDOO\� VXSSRUWLQJ� DFWLYLWLHV� ZKLFK� DUH� QRW� FKDUDFWHULVWLF� RI� WKHP�� +RZHYHU�
WKHUH�ZLOO�DOZD\V�EH�HFRQRPLFDOO\�XQDWWUDFWLYH�DFWLYLWLHV�ZKLFK�FDQQRW�EH�WUDQVIHUUHG�WR
WKH� SULYDWH� VHFWRU� DQG� ZKLFK� ZLOO� KDYH� WR� EH� VXEVLGL]HG� GLUHFWO\� IURP� WKH� PXQLFLSDO
EXGJHW��7KH�H[LVWLQJ�OHJLVODWLRQ�RIIHUV�GLIIHUHQW�PRGHOV�IRU�WKHLU�ILQDQFLQJ��$W�SUHVHQW�WKH
PRVW� DGHTXDWH� PRGHO� LV�� SHUKDSV�� WKH� HVWDEOLVKPHQW� DQG� GHYHORSPHQW� RI� PXQLFLSDO
IXQGV�

���(VWDEOLVKPHQW��PDQDJHPHQW�DQG�GHYHORSPHQW�RI�PXQLFLSDO�IXQGV

0XQLFLSDO� IXQGV� LQFOXGH� QRQ�EXGJHW� PRQLHV� RI� WKH� PXQLFLSDOLW\� VHW� DVLGH� WR
ILQDQFH�FHUWDLQ�DFWLYLWLHV��8VXDOO\��WKH�ODZ�GHILQHV�WKHP�DV�³QRQ�EXGJHW�PRQLHV´��DUWLFOH
��� IURP� WKH� /DZ� RQ� WKH� 3UHSDUDWLRQ� DQG� 5HDOLVDWLRQ� RI� WKH� *RYHUQPHQW� %XGJHW�� RU
³QRQ�EXGJHW�DFFRXQWV´��DUWLFOH����SDUDJUDSK���IURP�WKH�3URSHUW\�/DZ���EXW�PRUH�UHFHQW
OHJLVODWLRQ�XVHV�WKH�WHUP�³�PXQLFLSDO�IXQGV´��VHH�DUWLFOH����SDUDJUDSK���IURP�WKH�/DZ�RQ
7UDQVIRUPDWLRQ� DQG� 3ULYDWLVDWLRQ� RI� WKH� 6WDWH�� DQG� 0XQLFLSDOLW\�RZQHG� (QWHUSULVHV��
ZKLFK�ZLOO�EH�XVHG�EHORZ�

0XQLFLSDO�IXQGV�VXSSRUW�WKH�GHYHORSPHQW�RI�SURMHFWV�ZKLFK�DUH�LPSRUWDQW�WR�WKH
PXQLFLSDOLW\��DQG�LQ�IDFW��DUH�WKH�ILQDQFLDO�IRXQGDWLRQ�RI�ORQJ�WHUP�PXQLFLSDO�SROLF\��7KH
DGYDQWDJH� RI�PXQLFLSDO� IXQG� ILQDQFLQJ� IRU� WKH�PXQLFLSDO� EXGJHW� LV� WKDW� ZKLOH� EXGJHW
UHVRXUFHV� XVXDOO\� GHSHQG� RQ� WKH� PXQLFLSDOLW\¶V� FXUUHQW� ILQDQFLDO� VLWXDWLRQ�� WKH� IXQG�



�

RQFH�HVWDEOLVKHG��KDV� LWV�RZQ�VRXUFHV�RI� LQFRPH�DQG� LV�QRW� LQIOXHQFHG�E\� WHPSRUDU\
VKRUWDJHV�LQ�GLIIHUHQW�EXGJHW�DFFRXQWV��7KLV�UHODWLYH�VWDELOLW\�RI�PXQLFLSDO�IXQGV�FUHDWHV
DQ�RSSRUWXQLW\� WR�SODQ�PXQLFLSDO� LQYHVWPHQWV�H[WHQGLQJ�EH\RQG� WKH� WLPH� OLPLWV�RI� WKH
DQQXDO� PXQLFLSDO� EXGJHW�� ZKLOH� WKH� LQGHSHQGHQW� WXUQRYHU� RI� WKHVH� PRQH\� LV� D
JXDUDQWHH� WRZDUG� SHUPDQHQW� GHYHORSPHQW� RI� WKH� ILQDQFHG� DFWLYLW\�� � ,Q� DGGLWLRQ�
PXQLFLSDO�IXQGV�FRQWULEXWH�WR�FRQVFLHQWLRXV�PDQDJHPHQW�DQG�D�FOHDU�SHUFHSWLRQ�RI�WKH
HIIHFWLYHQHVV� RI� D� SDUWLFXODU� HFRQRPLF� XQGHUWDNLQJ�� &RXQWULHV� LQ� ZKLFK� WKLV� W\SH� RI�
PXQLFLSDO�ILQDQFLQJ�LV�ZHOO�GHYHORSHG�VWLPXODWH�WKH�SXUFKDVH�RI�PXQLFLSDO�ERQGV�YLD�WD[
EUHDNV�ZKLFK�DUH�LQWHQGHG�WR�H[FHHG�WKH�GHSRVLW�LQWHUHVW�UDWH�RI�WKH�EDQNV��+RZHYHU��LQ
RUGHU� WR� LQWURGXFH� WKHVH� WD[�EUHDNV�� WKH�FHQWUDO�JRYHUQPHQW�� L�H�� WKH�VWDWH��VKRXOG�EH
ZLOOLQJ�WR�JLYH�XS�SDUW�RI�LWV�UHYHQXHV�LQ�WKH�JRYHUQPHQW�EXGJHW�DQG�WR�LQIULQJH�RQ�WKH
LQWHUHVWV�RI�FRPPHUFLDO�EDQNV��ZKLFK�ZLOO�IRUHJR�D�FHUWDLQ�SURSRUWLRQ�RI�WKHLU�GHSRVLWV�

+RZHYHU��LW�LV�SRVVLEOH�WR�DVN�WKH�TXHVWLRQ��GRQ¶W�PXQLFLSDO�FRPSDQLHV�DFKLHYH
WKH� VDPH� JRDOV"� 7KH� DQVZHU� LV� \HV�� EXW� PXQLFLSDO� FRPSDQLHV� SD\� WD[HV� DQG� RWKHU
FKDUJHV� OLNH�DOO�SULYDWH�HQWHUSULVHV��)RU�WKLV�UHDVRQ��PXQLFLSDO�FRPSDQLHV�FRQFHQWUDWH
WKHLU�HIIRUWV�RQ�WKH�GHYHORSPHQW�RI�WKRVH�DFWLYLWLHV�ZLWK�D�KLJK�UHWXUQ�RQ�LQYHVWPHQW�RU�
LQ�RWKHU�ZRUGV��WKH\�DUH�WKH�LQVWUXPHQW�IRU�PXQLFLSDO�SDUWLFLSDWLRQ�LQ�SXUHO\�FRPPHUFLDO
DFWLYLWLHV�� 7KXV�� LQ� FRPSHWLQJ�ZLWK� SULYDWH� FRPSDQLHV��PXQLFLSDO� FRPSDQLHV�ZLOO� UHDS
WKH�SURILWV�DQG�FDUU\�WKH�EXUGHQV�RI�WKH�IUHH�PDUNHW�

*LYHQ�WKH�DERYH��LW�LV�SRVVLEOH�WR�GUDZ�WKH�IROORZLQJ�FRQFOXVLRQ��LQYHVWPHQW�YLD
PXQLFLSDO�IXQGV�ZLOO�ILQG�LWV�DGHTXDWH�DSSOLFDWLRQ�LQ�ORQJ�WHUP�PXQLFLSDO�SURMHFWV��ZKLFK
DUH� XQOLNHO\� WR� SURYLGH� TXLFN� UHWXUQV� RU� ELJ� UHYHQXHV�� 7KH� VSHFLILF� W\SH� RI� SURMHFW
GHSHQGV�RQ� WKH�HFRQRPLF�VWUXFWXUH�DQG� WKH�SDUWLFXODU�QHHGV�RI�HDFK�PXQLFLSDOLW\��DV
ZHOO� DV� RQ� WKH� SULRULWLHV� RI�PXQLFLSDO� SROLF\��([DPSOHV� RI� VXFK� SURMHFWV�PLJKW� EH� WKH
FRQVWUXFWLRQ�RI�PXQLFLSDO�KRXVLQJ�ZLWK� WKH� LQWHQWLRQ�RI� VHOOLQJ�DW� UHODWLYHO\� ORZ�SULFHV�
WKH�EXLOGLQJ�RI�ORFDO�KHDWLQJ�LQVWDOODWLRQV��HFRORJLFDO�SURMHFWV��WKH�EXLOGLQJ�RI�FXOWXUDO�DQG
UHFUHDWLRQ� FHQWUHV� WR� DWWUDFW� WRXULVWV�� DQG� PDLQWHQDQFH� RI� WKH� ORFDO� FXOWXUDO� DQG
KLVWRULFDO�PRQXPHQWV��HWF�

7KH�PDLQ� SULQFLSOHV� IRU� WKH� HVWDEOLVKPHQW�� PDQDJHPHQW� DQG� ILQDQFLQJ� RI� WKH
PXQLFLSDO�IXQGV�FDQ�EH�H[WUDFWHG�IURP�WKHLU�OHJLVODWLYH�UHJXODWLRQ�GHVSLWH�WKH�IDFW�WKDW�LW
LV�LQFRPSOHWH�DQG�IUDJPHQWDU\�

,,��(VWDEOLVKPHQW�RI�PXQLFLSDO�IXQGV

6LQFH�WKH�PXQLFLSDO�IXQG�LV�PXQLFLSDO�SURSHUW\��LW�LV�DOZD\V�QHFHVVDU\�WR�KDYH�D
PXQLFLSDO� FRXQFLO� RUGLQDQFH� LQ�RUGHU� WR�HVWDEOLVK�D�PXQLFLSDO� IXQG��7KLV� LV�QRW� VWDWHG
H[SOLFLWO\� LQ�WKH�ODZ��EXW� LV�GHGXFHG�IURP�WKH�JHQHUDO� OHJLWLPDWH�ULJKWV�RI�WKH�PXQLFLSDO
FRXQFLO�WR�SDVV�UHVROXWLRQV�IRU�WKH�DFTXLVLWLRQ��PDQDJHPHQW�DQG�FRPPDQG�RI�PXQLFLSDO
SURSHUW\�� +DYLQJ� WKH� ULJKW� WR� PDQDJH� DQG� FRPPDQG� DOO� PXQLFLSDO� SURSHUW\�� WKH
PXQLFLSDO� FRXQFLO� VKRXOG�QDWXUDOO\�KDYH� WKH�VDPH� ULJKW�DV� IDU�DV�PXQLFLSDO� IXQGV�DUH
FRQFHUQHG��,W� LV�ULGLFXORXV�WR�VD\�WKDW� WKH�GHFLVLRQV�RI� WKH�PXQLFLSDO�FRXQFLO�UHJDUGLQJ
VRPHWKLQJ� DV� VSHFLILF� DQG� LQKHUHQW� WR� WKH� ORFDO� VHOI�JRYHUQDQFH� PDWWHU� DV� WKH
HVWDEOLVKPHQW�RI�PXQLFLSDO�IXQGV�ZRXOG�EH�OHJDOO\�YRLG��0RUHRYHU��RQH�VKRXOG�NHHS�LQ
PLQG� WKDW� WKH�PXQLFLSDO� FRXQFLO� LV� D� ORFDO� VWUXFWXUH� IRU� VHOI�JRYHUQDQFH� ZLWK� JHQHUDO
OHJLWLPDWH�ULJKWV�DQG�WKH\�DUH�QRW��DQG�FDQQRW�EH�HQXPHUDWHG�LQ�GHWDLOV�LQ�WKH�/DZ�RQ
WKH�/RFDO�6HOI�JRYHUQDQFH�DQG�WKH�/RFDO�$GPLQLVWUDWLRQ��7KH�HQXPHUDWLRQ�LQ�DUWLFOH���
RI�WKDW�ODZ�LV�H[HPSODU\�DQG�WKLV�IDFW�LV�H[SOLFLWO\�H[SUHVVHG�LQ�SDUDJUDSK���RI�WKH�VDPH
DUWLFOH��QDPHO\��³WKH�PXQLFLSDO�FRXQFLO�WDNHV�GHFLVLRQV�UHJDUGLQJ�RWKHU�SURMHFWV�RI�ORFDO
LPSRUWDQFH��LI�WKH\�DUH�QRW�DPRQJ�WKH�H[FOXVLYH�ULJKWV�RI�RWKHU�RUJDQV´�

7KXV�� WKH� GHFLVLRQ� RI� WKH�PXQLFLSDO� FRXQFLO� LV� DQ� XQDYRLGDEOH� SUHUHTXLVLWH� IRU
WKH� HVWDEOLVKPHQW� RI� PXQLFLSDO� IXQGV�� UHJDUGOHVV� RI� WKH� IDFW� WKDW� LQ� PRVW� FDVHV� LW� LV
EDVHG�RQ�FHUWDLQ�SULYDWH�RU�SXEOLF�OHJDO�JURXQGV��:KHQ�WKH�HVWDEOLVKPHQW�RI�WKH�IXQG�LV
XQDPELJXRXVO\� VWLSXODWHG� LQ� WKH� ODZ�� WKH� GHFLVLRQ� LV� EDVHG� RQ� SXEOLF� JURXQGV�� ,W� LV
JRYHUQHG�E\�SULYDWH� ODZ� LI� WKH�HVWDEOLVKPHQW�RI� WKH�IXQG� LV� WKH�UHVXOW�RI�D�GRQDWLRQ�RU
WKH� ZLOO� RI� D� SULYDWH� SHUVRQ�� FRPPLWWLQJ� WKH� PDQDJHPHQW� RI� FHUWDLQ� IXQGV� WR� WKH
PXQLFLSDOLW\�



�

��(VWDEOLVKPHQW�RI�PXQLFLSDO�IXQGV�XQGHU�H[SOLFLW�OHJDO�UHJXODWLRQV

7KH�SRVVLELOLW\�IRU�WKH�PXQLFLSDO�FRXQFLO�WR�WDNH�GHFLVLRQV�IRU�WKH�HVWDEOLVKPHQW�RI
IXQGV� XQGHU� FHUWDLQ� OHJDO� UHJXODWLRQV� LV� VWLSXODWHG� LQ� DUWLFOH� ��� RI� � WKH� /DZ� RQ� WKH
3UHSDUDWLRQ� DQG� 5HDOLVDWLRQ� RI� WKH� *RYHUQPHQW� %XGJHW� �LQ� IRUFH� VLQFH� ������
$FFRUGLQJ� WR� WKH� ODZ�� ³QRQ�EXGJHW� IXQGV� DUH� DOO� PRQLHV� FROOHFWHG� DQG� VSHQW� E\� WKH
EXGJHW� RUJDQLVDWLRQV� XQGHU� VSHFLDO� ODZV�� GHFUHHV� DQG� UHJXODWLRQV�� ZKLFK� DUH� QRW
LQFOXGHG� LQ� WKH� JRYHUQPHQW� EXGJHW´�� 7KH� DQDO\VLV� RI� WKH� PHQWLRQHG� UHJXODWLRQ� LQ
FRQQHFWLRQ� ZLWK� DUWLFOH� ���� SDUDJUDSK� �� RI� WKH� VDPH� ODZ�� GHILQLQJ� WKH� ULJKWV� RI� WKH
PXQLFLSDO�ERGLHV�ZLWK�UHJDUG�WR�WKH�³QRQ�EXGJHW�IXQGV´�� OHDYHV�QR�URRP�IRU�KHVLWDWLRQ
WKDW� WKH�PXQLFLSDOLWLHV�DUH�DOVR� ³EXGJHW� LQVWLWXWLRQV´� LQ� WKH�PHDQLQJ�RI�DUWLFOH�����7KLV
WH[W��DV�ZHOO�DV� WKH�JUHDWHU�SDUW�RI� WKH�UHJXODWLRQV�RI� WKH�/DZ�RQ� WKH�3UHSDUDWLRQ�DQG
5HDOLVDWLRQ�RI�WKH�*RYHUQPHQW�%XGJHW��LV�DQ�DQDFKURQLVP�IURP�WKH�WLPH�ZKHQ�WKH�LGHD
IRU�WKH�XQLW\�RI�WKH�VWDWH�DXWKRULWLHV�DQG�WKH�VWDWH�ILQDQFHV�ZDV�WKH�GRPLQDQW�RQH�

2I� FRXUVH�� HYHQ� LQ� WKH� DEVHQFH� RI� WKH�PHQWLRQHG� WH[W�� WKH�PXQLFLSDO� FRXQFLO� LV
REOLJHG� WR� REVHUYH� WKH� OHJDO� UHJXODWLRQV� WKDW� UHTXLUH� WKH� HVWDEOLVKPHQW� RI� PXQLFLSDO
IXQGV�� )RU� H[DPSOH�� DUWLFOH� ��� SDUDJUDSK� �� IURP� WKH� /DZ� RQ� 7UDQVIRUPDWLRQ� DQG
3ULYDWLVDWLRQ� RI� WKH� 6WDWH�� DQG� 0XQLFLSDOLW\�RZQHG� (QWHUSULVHV� VWLSXODWHV� WKH
HVWDEOLVKPHQW� RI� D� VSHFLDO� PXQLFLSDO� IXQG�� ZLWK� SDUW� RI� WKH� UHYHQXHV� IURP� WKH
SULYDWLVDWLRQ�RI�WKH�PXQLFLSDOLW\�RZQHG�HQWHUSULVHV��7KH�ODZ�H[SOLFLWO\�VSHFLILHV�WKH�IXQG
UHFHLSWV�DQG�LQGLFDWHV�PRUH�JHQHUDOO\�WKH�H[SHQGLWXUHV��)LUVW�RI�DOO��WKH�PXQLFLSDOLW\�FDQ
XVH�WKH�IXQG�UHVRXUFHV�WR�SD\�RII�QRQ�SHUIRUPLQJ�FUHGLWV�WR�WKH�PXQLFLSDO�HQWHUSULVHV�
DV�ZHOO�DV� WR�SD\�RII� � WKH�FUHGLWV� IRU�XQILQLVKHG�FRQVWUXFWLRQ�DQG� LQYHVWPHQW�SURMHFWV�
7KHUH�DUH�QR� OHJDO� UHVWULFWLRQV�FRQFHUQLQJ� WKH� LQYHVWPHQW�SURMHFWV�RI� WKH�PXQLFLSDOLW\�
7KH\� DUH� MXGJHG� E\� WKH� PXQLFLSDO� FRXQFLO� LQ� DFFRUGDQFH� ZLWK� WKH� SULRULWLHV� RI� WKH
PXQLFLSDO� LQYHVWPHQW� SROLF\�� ,Q� WKLV� FDVH�� WKH� OHJLVODWXUH� UHJDUGV� WKH� ULJKW� RI� WKH
PXQLFLSDOLW\� ³WR� KDYH� WKH� ILQDO� ZRUG´� LQ� UHVSHFW� WR� WKH� GLVEXUVHPHQW� RI� LWV� RZQ
UHVRXUFHV��ZKLFK� LV�� LQ� IDFW��D�VLJQ�RI� UHVSHFW� IRU� LWV� ILQDQFLDO�DXWRQRP\�DQG�VXSSRUWV
WKH� RSLQLRQ� WKDW� WKH� PXQLFLSDOLW\� LV� DQ� LQGHSHQGHQW� SDUWLFLSDQW� LQ� WKH� IUHH�PDUNHW
HFRQRP\�

���(VWDEOLVKPHQW�RI�PXQLFLSDO�IXQGV�XQGHU�D�SULYDWH�ODZ�DFW

%HLQJ�D�OHJDO�HQWLW\��WKH�PXQLFLSDOLW\�KDV�WKH�JHQHUDO�ULJKW�WR�DFTXLUH�SURSHUW\�IURP
D�GRQDWLRQ�RU�D�ZLOO��7KH�SURSHUW\�REWDLQHG�LQ�WKLV�ZD\��EHFRPHV�SDUW�RI�WKH�PXQLFLSDO
SURSHUW\�XQGHU�DUWLFOH����SDUDJUDSK���IURP�WKH�3URSHUW\�/DZ��$FFRUGLQJ�WR�DUWLFOH�����
SDUDJUDSK� �� IURP� WKH� 3HUVRQV� DQG� )DPLO\� /DZ�� WKH� GRQDWLRQ� DQG� WKH� ZLOO� DUH
SURFHGXUHV� IRU� WKH� HVWDEOLVKPHQW� RI� D� IRXQGDWLRQ�� DQG� LQ� DFFRUGDQFH� ZLWK� WKH
DPHQGPHQW� RI� DUWLFOH� ��� IURP� WKH� /DZ� RQ� WKH� /RFDO� 6HOI�JRYHUQDQFH� DQG� WKH� /RFDO
$GPLQLVWUDWLRQ�� WR� WKH� HIIHFW� WKDW� WKH� PXQLFLSDOLW\� FDQ� SRVVHVV� LWV� RZQ� IRXQGDWLRQV�
WKHUH�DUH�QR�REVWDFOHV� WR�D�SHUVRQ� OHDYLQJ�E\�ZLOO�RU�GRQDWLRQ�FHUWDLQ�SURSHUW\� WR� WKH
PXQLFLSDOLW\�� GHILQLQJ� WKH� SXUSRVH� RI� LWV� XVDJH�� )RU� H[DPSOH�� D� UHVLGHQW� RI� WKH
PXQLFLSDOLW\�FDQ�SURYLGH�IRU�WKH�PDLQWHQDQFH�RI�D�JLYHQ�PXVHXP�RU�PRQXPHQW�

+RZHYHU�� � WKLV� UDUHO\� KDSSHQV�� ,W� LV� PHQWLRQHG� RQO\� EHFDXVH� WKH� PXQLFLSDO
IRXQGDWLRQV��GHVSLWH�WKHLU�GLIIHUHQW�OHJDO�UHJXODWLRQ�IURP�WKDW�RI�WKH�PXQLFLSDO�IXQGV��DUH
UHVRXUFHV�VHSDUDWHG�IURP�WKH�PXQLFLSDO�EXGJHW�DQG�SURYH�DJDLQ�WKH�YDOLGDWLRQ�RI�ILVFDO
IHGHUDOLVP�LQ�%XOJDULDQ�OHJLVODWLRQ�

���(VWDEOLVKPHQW�RI�PXQLFLSDO�IXQGV�XQGHU�D�GHFLVLRQ�RI�WKH�PXQLFLSDO�FRXQFLO

([DPSOHV�IURP�WKH�SUDFWLFH�RI�WKH�6RILD�&LW\�&RXUW�
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,,,��0DQDJHPHQW�RI�WKH�PXQLFLSDO�IXQGV

7KH�SULQFLSOH�RI�ILVFDO�IHGHUDOLVP�SUHVXPHV�WKDW�WKH�OHJDO�IUDPHZRUN�IRU�PXQLFLSDO
LQYHVWPHQW�SROLF\�FDQ�EH�GHWHUPLQHG�RQO\�LQ�DFWV�RI�WKH�DXWKRULVHG�ERGLHV��/LPLWDWLRQV
RI�WKH�PXQLFLSDOLW\¶V�IUHHGRP�WR�LQYHVW�FDQ�EH�VWLSXODWHG�LQ�D�ODZ�RU�DQ�RUGLQDQFH��,W�LV
OHJDOO\� LPSHUPLVVLEOH� IRU� WKH� JRYHUQPHQW� RU� DQ\� RWKHU� JRYHUQPHQW� ERG\� WR� LPSRVH
LQGLYLGXDO� REOLJDWLRQV� RQ� D� FHUWDLQ� PXQLFLSDOLW\� WR� PDNH� H[SHQGLWXUHV� IURP� LWV� RZQ
SURSHUW\��LQ�RWKHU�ZRUGV��IURP�LQGHSHQGHQW�UHVRXUFHV�LQVWHDG�RI�IURP�EXGJHW�VXEVLGLHV�

7KH� PXQLFLSDO� FRXQFLO� GHWHUPLQHV� WKH� SURFHGXUHV� IRU� VSHQGLQJ� IXQG� UHVRXUFHV
EHDULQJ�LQ�PLQG�WKH�OHJDO�UHJXODWLRQV��(DFK�PXQLFLSDOLW\�KDV�WKH�ULJKW�WR�GLUHFW� LWV�RZQ
LQYHVWPHQW� SROLF\� ZLWK� UHJDUG� WR� XQLTXH� UHJLRQDO� IHDWXUHV�� (YHQ� XQGHU� DUWLFOH� ��
SDUDJUDSK� �� IURP� WKH� /DZ� RQ� 7UDQVIRUPDWLRQ� DQG� 3ULYDWLVDWLRQ� RI� WKH� 6WDWH�� DQG
0XQLFLSDOLW\�RZQHG� (QWHUSULVHV�� VWLSXODWLQJ� WKDW� WKH� PXQLFLSDOLW\� LV� REOLJHG� WR� JLYH
SULRULW\� WR� WKH� UHSD\PHQW� RI� QRQ�SHUIRUPLQJ� FUHGLWV� RI� WKH� PXQLFLSDO� FRPSDQLHV�� WKH
PXQLFLSDOLW\�PDLQWDLQV�WKH�IUHHGRP�WR�FKRRVH�ZKLFK�FUHGLWV�WR�UHSD\�ZLWK�UHJDUG�WR�WKH
GLIIHUHQW� OHYHOV� RI� LQGHEWHGQHVV� RI� WKH� FRPSDQLHV�� WKH� SRVVLELOLWLHV� IRU� IXWXUH
GHYHORSPHQW� DQG� WKH�EUDQFKHV�ZLWK� UHJLRQDO� LPSRUWDQFH�� �2WKHU� HFRQRPLF� LQGLFDWRUV
PD\�DOVR�EH�WDNHQ�LQWR�FRQVLGHUDWLRQ�

7KH�PXQLFLSDO�FRXQFLO�KDV� WKH� ULJKW� WR�FRPPDQG� WKH� IXQG�� ,Q�VRPH�FDVHV� WKLV� LV
H[SOLFLWO\�VWDWHG� LQ� WKH� ODZ� UHJXODWLQJ� WKHLU�HVWDEOLVKPHQW� �� IRU�H[DPSOH�� WKH�PXQLFLSDO
SULYDWLVDWLRQ� IXQG� XQGHU� DUWLFOH� ��� SDUDJUDSK� �� IURP� WKH� /DZ� RQ� 7UDQVIRUPDWLRQ� DQG
3ULYDWLVDWLRQ�RI�WKH�6WDWH��DQG�0XQLFLSDOLW\�RZQHG�(QWHUSULVHV��5HJDUGOHVV�RI�WKLV�WH[W�
WKH�PXQLFLSDO� FRXQFLO�PDQDJHV� WKH�PXQLFLSDO� SURSHUW\� XQGHU� DUWLFOH� ���� SDUDJUDSK� �
IURP�WKH�/DZ�RQ�WKH�/RFDO�6HOI�JRYHUQDQFH�DQG�WKH�/RFDO�$GPLQLVWUDWLRQ�

,Q�RUGHU� WR�GHWHUPLQH� WKH� WHFKQLTXH� IRU� IXQG�PDQDJHPHQW�� WKH�PXQLFLSDO� FRXQFLO
DGRSWV�UHJXODWLRQV�IRU�LWV�RUJDQLVDWLRQ�DQG�DFWLYLWLHV��ZKLFK�XVXDOO\�LQFOXGHV�WKH�DLPV�RI
WKH�IXQG�� LWV�JRYHUQLQJ�ERGLHV��WKH�H[SHQGLWXUH�UXOHV�DQG�VR�RQ��7KH�PDQDJHUV�RI� WKH
IXQG�DUH�UHSUHVHQWDWLYHV�RI�WKH�PXQLFLSDO�FRXQFLO��7KH\�DUH�HPSRZHUHG�WR�DFW�RQ�EHKDOI
RI� WKH� PXQLFLSDOLW\� DQG� WR� DVVXPH� OLDELOLWLHV� RQ� LWV� DFFRXQW� QRW� H[FHHGLQJ� WKH� IXQG
UHVRXUFHV�� 7KLV� DXWKRULW\� LV� FRQFHGHG� ILUVWO\� WR� WKH� PD\RU�� EHFDXVH� KH�VKH� LV� LWV
H[HFXWLYH� RUJDQ�� 7KH� PXQLFLSDO� FRXQFLO� FDQ� DVVLJQ� WKH� IXOILOOPHQW� RI� WKH� IXQG
SURJUDPPH�WR�WKH�PD\RU�RQ�WKH�JURXQGV�RI�DUWLFOH�����SDUDJUDSK���IURP�WKH�/DZ�RQ�WKH
/RFDO� 6HOI�JRYHUQDQFH� DQG� /RFDO� $GPLQLVWUDWLRQ� JLYLQJ� WKH� ULJKW� WR� GHWHUPLQH� WKH
VSHFLILF� UHVSRQVLELOLWLHV� RI� WKH� PD\RU� LQ� FRQQHFWLRQ� ZLWK� WKH� PDQDJHPHQW� RI� WKH
PXQLFLSDO�SURSHUW\��%XW�WKH�PDQDJHUV�RI�WKH�IXQG�FDQ�EH�RWKHU�SHUVRQV�DV�ZHOO��LI�WKH\
DUH�H[SOLFLWO\�DXWKRULVHG�E\�WKH�PXQLFLSDO�FRXQFLO�

7KH� PXQLFLSDO� IXQGV� DUH� PDQDJHG� VWULFWO\� LQ� DFFRUGDQFH� ZLWK� WKHLU� SXUSRVH�
VWLSXODWHG�PRUH�JHQHUDOO\�LQ�WKH�ODZ��DQG�H[SODLQHG�LQ�PRUH�GHWDLO�LQ�WKH�UHJXODWLRQV�IRU
LWV� RUJDQLVDWLRQ� DQG� DFWLYLWLHV�� 2QO\� WKH� *RYHUQPHQW� $XGLWLQJ� 2IILFH� KDV� WKH� ULJKW� WR
H[HUW� GLUHFW� FRQWURO� RYHU� WKH�PDQDJHPHQW� RI� WKH�PXQLFLSDO� IXQGV� RU� DV� WKH� ODZ� VD\V
³RYHU�WKH�LPSOHPHQWDWLRQ�RI�WKH��QRQ�EXGJHW�DFFRXQWV´��DUWLFOH����SDUDJUDSK���IURP�WKH
/DZ�RQ�WKH�*RYHUQPHQW�$XGLWLQJ�2IILFH���7KH�ULJKWV�RI�WKLV�FHQWUDO�JRYHUQPHQW�ERG\�IRU
VSHFLILF�ILQDQFLDO�FRQWURO�DUH�UDWKHU�EURDG��,W�KDV�WKH�ULJKW�WR�VXSHUYLVH�QRW�RQO\�ZKHWKHU
WKH� EXGJHW� DQG� QRQ�EXGJHW� UHVRXUFHV� DUH� VSHQW� LQ� FRQIRUPLW\�ZLWK� WKH� ODZ�� EXW� DOVR
ZKHWKHU�WKH�H[SHQGLWXUHV�DUH�H[SHGLHQW��DUJXPHQW�IURP�DUWLFOH����SDUDJUDSK���IURP�WKH
/DZ�RQ�WKH�*RYHUQPHQW�$XGLWLQJ�2IILFH���&RQVHTXHQWO\��WKH�PXQLFLSDO�LQYHVWPHQWV�DUH
VXEMHFW� WR� WKH� *RYHUQPHQW� $XGLWLQJ� 2IILFH� FRQWURO� ZKHWKHU� WKH\� DUH� HFRQRPLFDOO\
HIILFLHQW�RU�QRW�

7KXV��WKH�PXQLFLSDO�LQYHVWPHQW�SROLF\�LV�UHVWULFWHG�QRW�RQO\�E\�WKH�OHJDO�IUDPHZRUN�
EXW� DOVR� E\� WKH� VXEWOH� MXGJPHQW� RI� RQH� DGPLQLVWUDWLYH� ERG\� ZLWK� UHVSHFW� WR� WKH
DSSURSULDWH� FKRLFH� RI� LQYHVWPHQW� SURMHFWV�� WKH� ZDUUDQWDEOH� HFRQRPLF� ULVN� DQG� WKH
FDSDEOH�PDQDJHPHQW�RI�WKH�PXQLFLSDO�UHVRXUFHV�
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,9��)LQDQFLQJ�RI�WKH�PXQLFLSDO�IXQGV

8SRQ� LWV� HVWDEOLVKPHQW�� WKH� IXQG� KDV� LWV� UHFHLSWV� DQG� H[SHQGLWXUHV�� *HQHUDOO\
VSHDNLQJ��WKH�DLP�RI�LWV�H[LVWHQFH�LV�WR�VHW�DVLGH�WKH�FXUUHQW�RU�H[SHFWHG�UHFHLSWV�IURP
SDUWLFXODU�ORFDO�VRXUFHV��:KHQ�WKH�IXQG�LV�HVWDEOLVKHG�WR�LQYHVW�LQ�SURMHFWV�IRU�ZKLFK�WKH
PXQLFLSDOLW\� ODFNV� GLVSRVDEOH� UHVRXUFHV�� WKHUH� DUH� WZR� ZD\V� WR� DFKLHYH� WKHP�� ��
UHDOORFDWLRQ� RI� WKH� IUHH� UHVRXUFHV� IURP� VRPH� EXGJHW� DFFRXQWV� �WKHVH� DUH� HLWKHU� WKH
PXQLFLSDOLW\¶V�RZQ�UHVRXUFHV�RU�JHQHUDO�VXEVLGLHV�IURP�WKH�JRYHUQPHQW�EXGJHW��DQG���
LQGXFHPHQW�RI�FUHGLWV�IURP�LQGHSHQGHQW�VRXUFHV��,Q�WKH�FXUUHQW�VLWXDWLRQ�RI�ELJ�EXGJHW
GHILFLWV��WKH�PXQLFLSDOLWLHV�XVXDOO\�FKRRVH�WKH�VHFRQG�DOWHUQDWLYH�

7KH�/DZ�RQ�WKH�/RFDO�6HOI�JRYHUQDQFH�DQG�WKH�/RFDO�$GPLQLVWUDWLRQ�VWLSXODWHV�WZR
SRVVLEOH�ZD\V� IRU�PXQLFLSDO� ILQDQFLQJ�� ��� EDQN� FUHGLWV� DQG� ���PXQLFLSDO� ERQG� LVVXHV
�DUWLFOH�����SDUDJUDSK���DQG�DUWLFOH�����SDUDJUDSK��� IURP� WKH�/DZ�RQ� WKH�/RFDO�6HOI�
JRYHUQDQFH�DQG�WKH�/RFDO�$GPLQLVWUDWLRQ��

'HILQLQJ�WKH�SXUSRVH�IRU�WKH�EDQN�FUHGLW�LV�DQ�HVVHQWLDO�FODXVH�RI�WKH�FRQWUDFW��)RU
WKLV�UHDVRQ��WKH�PXQLFLSDOLW\�VKRXOG�VSHFLI\�WKH�GHWDLOV�DQG�SURYH�WKH�DGYDQWDJHV�RI�WKH
SODQQHG� LQYHVWPHQW�� 7KXV�� WKH� EDQN� FDQ� FRQWURO� WKH� DFWLYLW\�� 0RVW� RIWHQ�� GXULQJ� WKH
QHJRWLDWLRQV� ZLWK� WKH� FUHGLWLQJ� EDQN�� WKH�PXQLFLSDOLW\� VWULYHV� WR� SURYH� WKDW� WKH� IXWXUH
LQYHVWPHQW� ZLOO� HQVXUH� D� FHUWDLQ� UDWH� RI� UHWXUQ�� 7KH� EDQN�� RQ� LWV� SDUW�� ZLOO� UHTXLUH
JXDUDQWHHV� IRU� WKH� UHSD\PHQW� RI� WKH� FUHGLW�� 7KHUH� DUH� QR� REVWDFOHV� WR� PRUWJDJLQJ
PXQLFLSDO� UHDO� HVWDWH� RU� WR� ELQGLQJ� DV� D� SOHGJH� WKH� PDWHULDO� UHVXOWV� RI� WKH� LQYHVWHG
UHVRXUFHV��)RU�H[DPSOH���D�PRUWJDJH�RQ�WKH�EXLOGLQJV�FRQVWUXFWHG�ZLWK�ORDQ�IXQGV��,W�LV
REYLRXV� WKDW� WKH� QHJRWLDWLRQV� EHWZHHQ� WKH� PXQLFLSDOLW\� DQG� WKH� FUHGLWLQJ� EDQN� WDNH
H[DFWO\� WKH� VDPH� FRXUVH� DV� GR� WKRVH� EHWZHHQ� SURILW� RUJDQLVDWLRQV�� 7KH� ULJKWV� DQG
REOLJDWLRQV� RI� WKH� SDUWLHV� WR� WKH� ORDQ� FRQWUDFW� DUH� DGPLQLVWHUHG� DFFRUGLQJ� WR� WKH
UHJXODWLRQV� RI� WKH� FRPPHUFLDO� DQG� SULYDWH� ODZ�� +RZHYHU�� WKHUH� DUH� VRPH� OHJDO
SHFXOLDULWLHV� FRQFHUQLQJ� WKH� UHDOLVDWLRQ� RI� WKH� SULYDWH� OLDELOLW\� RI� WKH� PXQLFLSDOLW\�� EXW
WKH\� DUH� VOLJKWO\� DSDUW� IURP� WKH� PDWWHU� XQGHU� GLVFXVVLRQ� DQG� ZLOO� QRW� EH� HODERUDWHG
IXUWKHU�

$QRWKHU�ZD\� WR�DWWUDFW� ORDQ� UHVRXUFHV� WR�D�PXQLFLSDO� LQYHVWPHQW� IXQG� LV� WR� LVVXH
PXQLFLSDO�ERQGV��7KLV�LV�HIIHFWHG�DIWHU�D�GHFLVLRQ�RI�WKH�PXQLFLSDO�FRXQFLO�XQGHU�DUWLFOH
���� SDUDJUDSK� ��� IURP� WKH� /DZ� RQ� WKH� /RFDO� 6HOI�JRYHUQDQFH� DQG� WKH� /RFDO
$GPLQLVWUDWLRQ��7KH�PHQWLRQHG�WH[W�VWLSXODWHV�WKDW�WKH�LVVXH�RI�PXQLFLSDO�ERQGV�VKRXOG
EH�PDGH� ³DFFRUGLQJ� WR� WKH� UHVWULFWLRQV�DQG� WKH�SURFHGXUHV� UHTXLUHG�E\� WKH� ODZ´��7KLV
ODVW�UHTXLUHPHQW�ZDV�SDUW�RI�WKH�DPHQGPHQWV�RI�WKH�/DZ�RQ�WKH�/RFDO�6HOI�JRYHUQDQFH
DQG� WKH�/RFDO�$GPLQLVWUDWLRQ��HQIRUFHG�RQ���-XO\������� �(YLGHQWO\�� WKH�RSLQLRQ�RI� WKH
OHJLVODWLYH�ERG\� LV� WKDW� WKH�PXQLFLSDOLW\� LV�D�VSHFLILF� LVVXHU�DQG� WKH� UHJXODWLRQV�RI� WKH
&RPSDQ\� /DZ� FDQQRW� EH� DSSOLHG� LQ� WKLV� FDVH�� 3UREDEO\�� WKH� PRVW� DSSURSULDWH
OHJLVODWLYH�VROXWLRQ� WR� WKH�SUREOHP�ZRXOG�EH� WR�SDVV�D� ODZ��VWLSXODWLQJ�UHVWULFWLRQV�DQG
SURFHGXUHV�FRQFHUQLQJ�WKH�LVVXH�RI�ERWK�JRYHUQPHQW�DQG�PXQLFLSDO�ERQGV��$W�SUHVHQW�
VXFK� D� ODZ� GRHV� QRW� H[LVW�� ZKLFK�PHDQV� WKDW� WKH�PXQLFLSDO� DELOLW\� WR� UDLVH� IXQGV� YLD
ERQG�LVVXHV�LV�EORFNHG�

7KLV� LV� WKH� VWULFW� LQWHUSUHWDWLRQ� RI� WKH� ODZ�� %XW� WKH� SUDFWLFH� ZLOO� GHPRQVWUDWH� WKH
PXQLFLSDO� SHUFHSWLRQ� DQG� WKH� FRUUHVSRQGLQJ� DSSOLFDWLRQ�� 7KH� RSLQLRQ� RI� WKH
*RYHUQPHQW�$XGLWLQJ�2IILFH��ZKHWKHU� WKH�PXQLFLSDOLWLHV� KDYH� WKH� OHJDO� RSSRUWXQLW\� WR
LVVXH� ERQGV� RU� QRW�� VKRXOG� EH� FRQVLGHUHG� DV� ZHOO�� EHFDXVH� WKH� FRQWURO� RYHU� WKH
OHJLWLPDWH�DQG�H[SHGLHQW�UHDOLVDWLRQ�RI�WKH�PXQLFLSDO�EXGJHWV�LV�DPRQJ�LWV�ULJKWV�

7KHUH� DUH� DOUHDG\� LQVWDQFHV� LQ� ZKLFK� D� PXQLFLSDOLW\� KDV� UHFHLYHG� FRQVLGHUDEOH
ERQG� UHFHLSWV��7KH�PXQLFLSDOLW\� RI�3ORYGLY� UDLVHG�����POQ�� /HYD� IURP�ERQG� LVVXHV� LQ
������DQG�LQ������WKHVH�IXQGV�UHDFKHG�����POQ��/HYD�

)RU�WKH�8QLWHG�6WDWHV�DQG�PDQ\�(XURSHDQ�FRXQWULHV��ERQG�LVVXHV�DUH�RQH�RI�WKH
SULQFLSDO� ILQDQFLDO� VRXUFHV� RI� WKH� PXQLFLSDOLWLHV�� 7KH\� DUH� XVHG� PDLQO\� IRU� ORFDO
LQYHVWPHQW� SURMHFWV�� PDWFKLQJ� WKH� LQWHUHVWV� RI� WKH� SRSXODWLRQ� WR� WKHLU� ILQDQFLDO� FR�
RSHUDWLRQ��,Q�VXFK�FDVHV��WKH�PRVW�UHDVRQDEOH�VROXWLRQ�LV�WR�LQYHVW�YLD�PXQLFLSDO�IXQGV�
7KH� LVVXH� LV�SODFHG� LQ�RUGHU� WR� UDLVH� IXQGV� IRU�D�SDUWLFXODU�DFWLYLW\� �� IRU�H[DPSOH�� WKH
FRQVWUXFWLRQ�RI�PXQLFLSDO�KRXVLQJ��WKH�UHFHLSWV�DUH�GLUHFWHG�WR�D�VSHFLDO�IXQG��WKH�VXPV
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IURP� WKH� VDOH� RI� WKH� KRXVHV� DUH� FROOHFWHG� LQ� WKDW� VDPH� IXQG� DQG� DUH� XVHG� IRU� WKH
UHSD\PHQW� RI� WKH� ERQG� FUHGLW� XSRQ� LWV� PDWXULW\�� +DYLQJ� VRFLDO� JRDOV�� WKH� PXQLFLSDO
LQYHVWPHQWV� XVXDOO\� UHDS� UHODWLYHO\� ORZ� SURILWV�� 7KLV� LV� DOVR� WKH� UHDVRQ� IRU� WKH� ORZ
LQWHUHVW�UDWHV�RQ�WKH�PXQLFLSDO�ERQG�FUHGLWV�

0RUHRYHU�� RQH� RI� WKH� PDLQ� VWLPXOL� IRU� WKH� SXUFKDVH� RI� PXQLFLSDO� ERQGV� ZRXOG
XQGRXEWHGO\�EH�WKH�FRQILGHQFH�WKDW�WKH�PXQLFLSDOLW\�ZRXOG�UHSD\�WKH�ORDQ��7KLV�UHTXLUHV
HQRXJK� IXQGV� IRU� UHSD\PHQW� LQ� FDVH� WKH� UHFHLSWV� IURP� WKH� LQYHVWPHQW� WXUQ� RXW� WR� EH
OHVV�WKDQ�H[SHFWHG��DQG�KLJKO\�TXDOLILHG�PDQDJHULDO�VNLOOV�IRU�WKH�LPSOHPHQWDWLRQ�RI�WKH
LQYHVWPHQW�

)URP�HYHU\WKLQJ�VWDWHG�DERYH��LW�LV�SRVVLEOH�WR�GUDZ�WKH�IROORZLQJ�FRQFOXVLRQV�
y�� � � � � �7KH�PXQLFLSDOLW\�KDV� UHODWLYHO\�EURDG�RSSRUWXQLWLHV� WR�FDUU\�RXW�HFRQRPLF�DFWLYLWLHV�
LQYHVWLQJ�LWV�IUHH�UHVRXUFHV��HYHQ�WKRXJK�WKH\�DUH�QRW�DPSOH�
y���7KH�HDVLHVW�ZD\�WR�UDLVH�IXQGV�LV�YLD�ERQG�RU�EDQN�FUHGLWV�
y���4XDOLILHG�PDQDJHULDO�WKLQNLQJ�RI�WKH�PXQLFLSDO�FRXQVHORUV��ZKR�WDNH�GHFLVLRQV�IRU�WKH
LQYHVWPHQW� RI� WKH�PXQLFLSDO� UHVRXUFHV�� LV� QHFHVVDU\� IRU� WKH�HIIHFWLYH�XVH�RI� WKH� ORDQ
IXQGV�
y���2EYLRXVO\��D�PRUH�GHWDLOHG�OHJLVODWLYH�UHJXODWLRQ�RI�WKH�VWDWXWH�RI�WKH�DPXQLFLSDO�IXQGV
ZLOO�IDFLOLWDWH�WKHLU�DFWLYLWLHV�
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