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OWURGXFWLRO

(YHU\ GROODU RI SXEOLF IXQGVY UHSUHVHQWYV D FRPP
ZLWK LQWHJULW\ HIILFLHQF\ DQG WUDQVSDUHQF\ :I
ZKHWKHU WKURXJK QRQFRPSOLDQFH LQDGHTXDWH Lt
WKH FRQVHTXHQFHY FDQ H[WHQG EH\RQG EDODQFH V
HOQWLWLHY VHUYH )LQDQFLDO DXGLWY DUH LPSRUWD
KHOS GHWHFW VXFK LVVXHVY DQG SURYLGH D URDGPD

26$ KDV D FRQVWLWXWLRQDO PLVVLRQ WR SURWHFW
VSHQW ODZIXOO\ HIILFLHQWO\ DQG HIIHFWLYHO\ 7K
LQYHVWLIDWLRQV WKH 2IILFH RI WKH 6WDWH $XGLW|
VWUHQJWKHQV SXEOLF FRQILGHQFH LQ JRYHUQPHQW
$FFRXQWDELOLW\ 2IILFH *$2 DGYDQFHV WKLV PLVVL
GDWD WR VSRWOLJKW V\WWHPLF LVVXHV HPHUJLQJ U

7R WKDWH ®&2 W SOHDVHG WR SUHVHQW WKH $QQXD
DQDO\VLV RI )LVFDO <HDU )< DXGLW DQG $83 UH®
7KLV UHSRUW LV LQWHQGHG WR SURYLGH D VQDSVKR
WKHPHY DPRQJ ILQGLQJ GDWD DQG DFWLRQDEOH LQ
DQG WKH SXEOLF

7KLV UHSRUW VHUYHV WKUHH SXUSRVHYV

« 7UDQVSDUWH@QFNH ILQGLQJ WUHQGY DQG WKHPHV V)
VXEJURXSV DFFHVVLEOH DQG XQGHUVWDQGDEOH

e« $SFFRXQWDEEHFQIMWOLIJKW DUHDV ZKHUH JDSV DQG FKI|
DWWHQWLRQ RU LPSURYHPHQW LV QHHGHG

e $ZDUHQHVWYXLS PDQDJHPHQW DQG SXEOLF RIILFLDC
WKH\ FDQ SURDFWLYHO\ DGGUHVV YXOQHUDELOLWI
LVVXHV

3HUVLVWHQW FKDOOHQJHV VXFK DV ODWH UHSRUWL(
LUUHJXODULWLHY DQG IHGHUDO FRPSOLDQFH LVVXH
JRYHUQPHQW %\ SUHVHQWLQJ WKHVH SDWWHUQV LQ
DLPV WR HPSRZHU GHFLVLRQ PDNHUV LQ PDQDJLQJ S
JRYHUQDQFH DQG KHOS XSKROG SXEOLF WUXVW

7KLV UHSRUW LQYLWHYV HYHU\ SXEOLF HQWLW\ LQ 1H:
FRQIURQW ULVNV WR ILQDQFLDO PDQDJHPHQW ZLWK .
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6 \VAWWZ LGH
6 XP P DU

7KH WRS ILYH ILQGLQJ FDWHJRULHY EHORZ FRPSULVHG DSSUR
VWDWHZLGH ILQGLQJV ,Q DGGLWLRQ WKHVH WRS FDWHJRULH
WRS FDWHJRULHV LQ PRVW JRYHUQPHQW VXEJURXSV DV GHW
WKURXJKRXW TWKHIWLQHIRKFOWHY WKDW WKHVH FDWHJRULHV UH!
VLIQLILFDQW FKDOOHQJH DUHDV DPRQJ JRYHUQPHQWDO HQWIL

7KH ILJXUHV EHORZ VKRZ WKH IUHTXHQF\ E\ $&8WHQRUQ RV WKH
VWDWHZLGH WKH RFFXUUHQFH RI ILQGLQJV LQ ILQDQFLDO UH
DFURVV DOGSBEGGRPWG % SURYLGH GHILQLWLRQV IRU ERWK
FODVVLILEFDWLRQV

BWDWHZLGH )LQGLQJ JUHTXHQFRFLEG LPIWHREIRUIUH QF K HR)EW V

5 HSRW
Z\WRXW
) Qv S HSRW
ZI\W
Jlectelly

6WDWHZLGH )LQGLQJV E\ &O|
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6 FRSH DQG
0 HWRGR®J\

) IQDQRDCDXGAW SURYIGH DQ LQGHSHQGHQMKRIRXIK YIHZ R D JRYHUP HOAHQMY [IQDQRDKHDEN
$XAWRY UHYIHZ UHFRBY DQG SURFHWHV \R FRQILP [IQDQRIDOARMP HQW DUH DFFXUDWM DQG UHIDE®!
DQG \WDWOMIDOFRQARY DUH IXQRIRQQ) SURSHW® 8 QGHUWH $ XAV FW6 HAIRQ HYHY
DIHQR. \WDWIHPHYHG RUVSHQGY SXETF IXQGV P XVWWKDYH IW IIQDQRHV H DP LQHG DQG DXQWG HDFK
\ HDUE)

. 7KH6\DW$XQARU

. 26%WHI RU

., QGHSHQEHQ/B XETE $ FFRXQEQN ,3$V DSSURYHGE\ \WH 6 \BAW $ XGWRU

7KH2 6$ KDV ADMRY RYHYAI KWHVSRQUELDIH |RUDQQXDAICDQRADMDXAW $8 3 HQIDIHP HQN
DQG VSHADMXAW R 1 HZ 0 H IFRYV JRYHECP HOBCHOMEV ,3$V DSSURYHG E\ WH 6 \D\W $ XGWRU
RSIQH RQ Z KHWHUDQ HOMY 1LQDQRDOABMP HQW DUH SUAVHQMG IDIL®  1Q DAP DWUDAMHVSHAW 1Q
DFFRUEDQRH Z W JHQHUDE DFFHSWG DFFRXQI) SUGAIS®N ,3$V VXEP WAIDIVDXAWSS 3V DQG
VSHADDXAWHSRW\R 2 6$ IRUUHYIHZ DQGDSSURYDO2 6$ FRQGXFW \MUHH GIYHY R| TXDOW
DWXUDQFH UHYIHZ V RUDQUHSRWAWVSHY EH RUH DX\KRUL LQ) \WHUSXETE UHBDVH RQWH 2 6$
ZHEVIW

© KHQVXEP I D IIQDGAIDOHSRWMR 2 6$ ,3$V P XWIDOR VXEP WD VXP P DU R IIQAQIV 1L
DSSTDEG! 6\B 1URP 2 6$ 1) ICDQRDCH XAW LYIMRQ FRP SI®! GDWB IURP \WHVH VXP P DUHV IQR D

VSUHDGVKHHWZ KIFK WH * $2 XVHV R IGHQIM  DQG DQD®] H WHP HY DQG WHQGV IQ 11QQAQ)
IUHTXHQR DQGWSH IRUHDK JRYHUP HOWVXEIURXS

3$VIGHOM Z KHWHUD IIQAQ) IV QHZ RUUHSHDWIG ILRP \WH SUHYLIRXV IIMFDO HDU ,Q VRP H FDVHV
I1QAQIV WHSHDWDFURW P XEIBG!\ HDLY DQG LQ WHVH IOABGFHV ,3$ V IGHQM \WH \ HDUWH [1QEQ)
RWICDWG $ CAMRD® ,3$ OEHAIQAQIV DFFREQI R GLIHHONFDMIRUIHY $SSHQA[ $
IQFOGHY GHIQUIRQY IRUHDFK FDMIRY DQG $ SSHQA[ % GHVEUEHV \WH HBP HQW Rl DQ DXGWIQAQ)
DQG \WH GlLIHHQWVSHY Rl DXAWRSIQRQY GAVFXWWHG WURXI KRXVIKLY UHSRW

2 6$ REDICHG IIQEQ) CDWI IRUKLY UHSRIWURP IXQDQXDAICDQRDMXAWHSRW DQG
$83 HQIDIHP HQABHSRW VXEP MHG\R\KH 2 6$ IRU) < VSDQQQJ - X® \R - XCH

+ RZ HYHU HDFK \ HDUDXGW DUH VXEP IWHG DIWUWHUMBAMRY GXH DM $ FFREQIO \KLY
UHSRWERHV CRWCFOGH DODXAW DQG $ 8 3V IHTXILHG 1Q) < 7KH* $2 XVHGD FXWRI GDM R
2 AREHU $Q UHTXWHG I LDQRIDOHSRIV CRAVXEP WG DV Rl WDWEDWM Z HUIH CRNGQFOGHG
LQ WLV UHSRWW DQDOMY ) RUH DP SBI IRXUR 1 HZ 0 HIEFR  FRXQIAV GG QRWXEP WMKHU
DXGWHSRWE\ \KH FX\RI1 CDWM DQG DUH WHUH RIH QRAGFOGHG

2 6$ RUDQ] HG VP IDUSXETF HQMHV LOR QCH RYHUDURKIQ) FDWI RUHV \R HCDE®! P RUH LP SDRIKO
\WHP DV DCDOMY DQG HQKDQRH UHSRMD RQWHQGY Z MIQ HDFK VXEJ URXS V IIQAQIV $SSHQA[ &
IGHQIMHY DQG GHVFUEHV HDFK J RYHUQP HQIBOUXED URXS IQFGBGHG 1Q WY UHSRWV



6P D@ RFDBXECF YRGHVI

6P D@ RFDCB XEQE %RAHV 6/ 3%/ LQFGGH DFHTXIDV (LI DURQ GMNEW @QG JWDQN P XWMDO
GRP HIE Z DMUDWRAIDMRQY  SXECF [P SURYHP HOAGMMEW VRICDQG Z DWUFRQVHLYDUIRQ GMUEW
VSHADOEMUEW \I[ [QFUHP HQAGHYHEBSP HOASMMEW DQG Z DMUDQG QDUDC) DV DWRAIDIRQY

6/3%/DH B\ GHIQURQ VP DIURWY DQJ DIRQY RWQWBIHG B\ YROQAMHY Z W @ LWMG RUGR [IQDQRIDO
P DQDIHP HOAH SHUHGFH $V D UVXEV6/ 3 %6V KDYH | DFHG SHYMMQNFKD@IQ) HV 1Q SUHSDUQ) DQG

P DIQEBAQIQI UHTXIUHG ILQDQRIDOGRAXP HQW DQG UHSRWV DQG VXEP W) UHTXILHG DQQXDAICDGADO
UHSRW RQ WP H 7 KHVH FKD@IQI HV DUH UH BIRMG LQ I UHTXHQ® RFFXUIQY IQAQIV DP RQJ 6/ 3%\ HDU

DIMU\ HDU 2 | SDMEXOUFRQFHQ IRU) < 6/ 3%/ KDG D OW IICDQRIDAHSRWIQAQ) DQG
KDG QRA/XEP WG \WHUUHT XILHG UHSRWAE\ 2 PREHU \WH PXARI GDWM IRUWLY DCDOMY
$VR 2 AREHU 6/ 3%V VXEP IMHG HWHUDQ$8 3 HQJ DI HP HQABHSRWARUD | X@IQDQAIDO

DXQWDFFRWEQ) R \KMHUUHYHQXH DQG \WH \BHUHG M WP R! ILQDQRIDOUHSRMY GHIGQHG LQ \WH $ XAV FW
6 SHALLIFD®
6/ 3%/ VXEP MHG DQ$ 8 3 HQIDIHP HONHSRWRI Z KIEK SHUFHQWKDG I1QAQIV
e 6/ 3%/ VXEP WG DQ DQQXDAICDQRADOARMP HOADXAWR Z KIEK SHUFHQWKDG I1QAQIV
$O UHFHYHG DQXQP RALHG DXAWRSIQRQ

) ICDQRDOARM HQADXGWIQAQJV UHDWM \R Z KHWHUDQ RU DQJ DARQV | LCDQRDOABMP HQWN DUH
SUAVHQMG | DIL® 1Q DFFRWEDQFH Z W DFFRXQID) BIQEDUEY DG \WH. FDQ IQFGGH VHURXY MXHY @\H
P DWUDCZ HDNGHWHY 1Q IOMEDOFROARY $8 3 HQJ DI HP HQW DUH @ WMG VFRSH UHYLHZ V Z WK VSHALLE
SURFHGXUHV DQG GR CRVBLRYIGH DQRSIQRQ $FFREQIO \WH CDVMUH R 11QEQJV EHE HHQ WHVH UHSRWY
WSHV YDU ) RUH DP S®! $8 3 1IlQAQIV QHYHUIQFGGH P DWUDCZ, HDNGHWHY RURYHUDOFRQFOMRQY
DERXWICDQRDOARMMP HQN ' XH VR \WHVH GLIHHGAHY \WH IR@Z 1Q) SDIHV SUVHON 6/ 3% 1IQEAQIV IQ
IXQNQDQFIDOARMP HQADXGWHSRWW DQG $8 3 HQJ DI HP HQAHSRUV VHSDUDWMO

7KH ILXWH EHBZ WKRZ V \WH EUHDNGRZ QR DQQXDALCDCADDXAWDQG $ 8 3 HQJDIHP HQN IRU




6P D@ RFDMB XEQE %RGLIHV Z W
) LODQFLDCE WP HQWS XGLW

7KH 6/ 39/ \WDWHTXILHG DQ DQQXDALCDGADOARMP HONDXGAVKDG D FRP EICHG \RBICR
IIQAQIV 7KH\RS FDWMIRUHY DFFRXQIJ IRU. RWH  IIQAQIV  SHUFHQADUH VKRZ QLQ \WH
ILIXUWH EHBZ

, QMUODOS RQARY :  HDN [ICDQRIDAFRQARY DQG RYHIA KWIGFOIGQ) ICDGHTXDW GREXP HQBMRQ
OFNR BHFRGAMIRYY P MQJ UHYIHZ V DQG DSSURYDY' DQG DEVHQRH R [RUP DCBRIFIHY

/ DM $ XGWb HSRWNV6/ 3%V GG QRADA D\ V VXEP IWKHUUHT XIUHG | LQDQRIDCDXAWHSRWRQ P H

&DVK 0 DQDI HP HQW, WXHV Z WY EDQN DQG DFFRXQAHFRQAMRGY LQFOQQ) P VP DIWKHG EDDGFHV
EHE HHQW VWP V' LGFRP SBM RUGHD\ HG UHFRQAIDMRQY DQG OFN R SURSHUUHFRUEQ) [RUNH,

DFFRXQW ) LQAQIV DOR UHSRWAG P MQI UHYLHZ V' GREXP HQBMRQ DQG |RUP DCSURFHWHY

&DVK DQG,QYHWR HQW 0 MMQI EDQNVABMP HQW \ABB! FKHRNV [CDGHTXDWM FREIWAD@ DURQ [RU
GHSRVIW [P SIRSHUUHFRI QURQ R J IDQADQG BDQ IXQGEY XQDXWWRU] HG IQYHWR HQNV DQG HURY 1Q
UHFRQAMDIRQY

&DSMICE WHW ) 1QEQIV DEGHWHG Z HDN FRQARY RYHUDWHWDANQ) DQG UHSRMQ)  VXFK DV
OU H DAY HQNV VR FROAKPURQ [Q SURIUAW OFN R GHABIBIG DQG FHWHG SK\ IEDAQYHQRUHY DQG
LQDFFXUDW RUIGFRP SGM DAWVHWDAMD)V

6\ / DZ &RP SIDQFH &RP SIDQFH DQG UWHSRWMI GHIFHQAHY IQFOEAQ) OW ,3$ VXEP MRQ
LQDFFXUDW 1LQDGAIDOUHSRWZ) \R \ABAM DXWRUMEA [DIGUH VR QR UHT XILHG SDUEV R DWHW/DBN
XQEHSBIG) HG FRIWDO DQG XQDXWRU] HG FROUEXURQY

YXGIHVBY &RP SADQFH ([ SHQAWUAV H FHHGHG DSSUIRYHG EXGIHW IQRQH FDVHE\ P RUH \WDQ

DQG | DIGUH R VXEP IMIHTXIUHG EXGJ HW DQG UHSRW

3 URFXUHP HQW6/ 39V Z M KLY 1IQAQ) KDG SURFXUHP HQWFRQIRYZ HDNGHWHV LOFGGQ) DIV \R
FUHDM SXUFKDVH RBHY P MQ) BFHYIQ) GRAXP HQIMRQ OFNR FRP SIOQFHZ M \WH 1 HZ 0 H IER

3 UREXUHP HQW&.RGH GQVFUHSDQAIHY EH HHQ LQYRIFHV DQG SD\ P HQN DEVHQFH R D &KIH 3 UREXUHP HQW
2 111EFHU DQG [QDGHTXDW RYHWAIKWRN SXUFKDMQ) SURFHWHV



6 P D@ RFDCB XEQF YRGHV Z IW
$ JUHHG 8 SRQ 3 IRFHGXUHV ( QJ DI HP HOQW

7KH 6/ 3%/ WDWHTXIWHG DQ$8 3 HYDIHP HOMHSRWKDGD FRP EIGHG\WRBCR.  IIQAQIV ) LW
IRXUR WH 6/ 3%/ KDGQRIIQAQIV 7KH\RS IIQEQ) FDWIRUIHY DFFRXQIQ) IRU SHIFHQWVR
IIQAQIVIQ6/ 3%$8 3 HQI DI HP HQAHSRW DUH VKRZ QIQWWH ILIXUH EHBZ

) LODQFLDOB HSRUAMQJ 6/ 3%/ KDG:  HDN ILQDQFIDAFRQARY DQG RYHIA KWIQFGEQ) IQDGHTXDWM
GRAXP HQBMRQ OFNR! UHFRQAIMDIRYY P MAQI UHAYLHZ V DQG DSSURYDY DG DEVHGFH R IRWP DO
SRIAHV

/ DFNRI 3RTFLHV 3 IRFHGXUHV | RU, QWMLODO& ROWRY 6/ 3%V VRP HIP HV OFNHG Z UMWMQ SRTFAHV

DQG SURFHGXUAV IRUGQRQ URXUCH MRXUCDCHQMHY DQG SURFXUHP HQW7 KLY IQFUHDVHY WH UMN R
HP EH| ] ®P HQAP lVXVH Rl FDVK DFFRXQN  DQG SRRUSXUFKDMQI GHAMRQY

&DVK DQG ,QYHWR HQW ,\WXHV FRP P RQD IQFAGHG IQFRP S\ P MMQJ XQIP HO  RUIQDFFXUDWM
EDQN DFFRXQAHFRQAIIMMRQY  Z KIFK IQFUHDVHY UMN DWRAIDWMG Z W P VP DQDIHP HQAR SXEF IXQGV

/ DM $ XCGWb HSRUV6/ 3 %V AG QRWDA D\ V VXEP IWKHUUHT XIUHG DXGQWHSRWRQ WP H

& DSBS WHW 6/ 3%/ AGQRWDA D\ V FRP SO Z W 6 B ABAMM VR SUHSDUH DQG FHWA & DSMUO
$WHWQVHQRY 5 HSRW E\ \WH HQG R \KH IIVFDO HDU WDIMQ) FRQFHLDY DERXVDWHMDFNQ) DQG
DFFRXQIQY

YXGI HB &RP SADQFH ) IQAQ)V KL KO K\WG Z HDN IIQDQFIDCEDQQQ) DQG FRP SIDQFH FROAMRY
UHVX@ZY 1QIDIGUH \R SUHSDUH DQG DSSURYH EXGIHW P MQ) VXEP DMRQVAR' ) $ OFNR VXSSRWY
GRAXP HQBMRQ DQG VSHQAQ) RYHUDX\WRU, HG @ IW

* LDQW&RP SADQFH 6/ 3%V Z W WLV IQAQ) GHP RQMDMG SHYMAMONRGFRP STOQFH Z W UHTXILHG
P ROX® SURMPWADAXY UHSRWLY



5 HFRP P HOQGDWRQV IRUG6 P D
| RFDCB XEQF YRAHV
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&RX

)LQDQ ORGLILHG SHSRUWVY 5HSRUWV : 5HSRUW" 7RWI
$XGL 2SLQLR( B6XEPLWWI )LQGLQJ )LQGLQ )LQGL
SHSRI 2FWREHU

7KH &RXQWLHV JRYHUQPHQW VXEJURXS FR
JRYHUQPHQWYV LQ 1HZ OH[LFR ,Q )<

7KH\ UHFHLYHG 8QPRGLILHG DQG ORG
7ZZR OXOWLSOH 2SLQLRQV DQG RQH 4XDC
JRXU FRXQWLHV GLG QRW VXEPLW WKHL!

UHSRUWYV E\ 2FWREHU + D VLJQLILF
FRXQW\ DXGLW UHSRUWYVY ZHUH GXH E\ 'F
2]  VXEPLWWHG UHSRUWYV SHUFHQ!
ZKLOH WKH UHPDLQLQJ KDG ILQGLQ
&RXQWLHV KDG D KLJK SHUFHQWDJH <
ILQGLQJV

7KH WRS ILYH ILQGLQJ FDWHJRULHV DFFRX
ILQGLQJV SHUFHQW 'HWDLOV RQ WKHYV

WKH ILIXUHVY EHORZ DQG GLVFXVVHG IXUW

&ROID[ +LGDOJR ORUD DQG 6DQ OLJXHO &RXQWLHVY GLG QRW VXEPLW WKHLU

DXGLW IRU B 2FWREHU

DQG DUH WKHUHIRUH QRW LQFOXGHG LQ WKLV DC



%XGIJHWDU\ &RRRXIDMFHSHQGLQJ VRPHWLPHYVY H[FHHGHG DS
KHQ WKLV RFFXUV &RXQWLHV KDYH WR VXSSOHPHQW EXGJHW
LQFUHDVH ILODQFLDO GLIILFXOWLHY DQG GLPLQLVK FDVK LQ F

&DSLWDO SRXBWVHV GLG QRW DOZD\V KDYH VXIILFLHQW SUR
DFFXUDWH DQG FRPSOHWH UHFRUGV RI FDSLWDO DVVHWYV LQF
LQDFFXUDFLHV LQ ILQDQFLDO UHSRUWLQJ

JLODQFLDO 5BBRHWIRXQW)\ ILQDQFLDO UHFRUGY KDG HUURU\
$XGLWRUV KDG WR PDNH MRXUQDO HQWU\ DGMXVWPHQWY DQG
PLVWVWDWHPHQWYV

IDFN Rl 3BROLFLHV 3URFHGXUHV IR XOW HIQFDE GHR® IV UTRDCAN
FRPSUHKHQVLYH DFFRXQWLQJ SROLFLHVY DQG SURFHGXUHV Pl
ILOHV DQG D ODFN RI SURFHGXUHV IRU UHYLHZLQJ DQG DSSUI

*UDQW &RPSOVXPIFWHLQFOXGHG QRQ FRPSOLDQFH ZLWK IHGHL
LQDGHTXDWH WUDFNLQJ RI JUDQW DFWLYLWLHY UHLPEXUVHPI
DGMXVWPHQWY WR FRUUHFW WKH 6FKHGXOH RI ([SHQGLWXUHV
SROLFLHV DQG SURFHGXUHV UHTXLUHG E\ IHGHUDO ODZ ODFN
SXUFKDVHG ZLWK IHGHUDO IXQGV DQG ODWH VXEPLVVLRQV IR

SHFRPPHQGDWLRQV

« SHYLHZ EXGJHW GHILFLWYVY WR HQVXUH DOO IXQGV KDYH DGF
VXIILFLHQW FDVK EDODQFHYV (QKDQFH EXGJHW PRQLWRULQ.
SURFHVVHV IRU GHWHUPLQLQJ HQG RI WKH \HDU FDVK EDOD

« PSOHPHQW SURFHGXUHV WR PDLQWDLQ DQ DFFXUDWH FDSL
UHJXODU SK\WVLFDO LQYHQWRU\ FRXQWY DQG WLPHO\ XSGDW

« 5SHIXODUO\ UHYLHZ LQWHUQDO FRQWURO IUDPHZRUNV WR H(
SDUWLFXODUO\ IRU ILQDQFLDO UHSRUWLQJ DQG IHGHUDO JL
SURFHGXUHY DUH GRFXPHQWHG LQ ZULWLQJ



&R

7KH & RXW JRYHCP HOVWXEJWRXS IGFOGHY  HOMAV ' DAMPVE RXUW
2 |IIFHV R - XQADO DMUEVS WRGH V \WH ( BIYHOK' MUEWOFOGHY \BR
QAAPWEYIMRQV Z W VHSDUDM DXAW  \WH Y4H QDGR & RXQIV 0 HIRSRDBQ

& RXWWKH $ GP IQMIADIYH 2 111IFH R \WWH & RXWV DQG \WH $ GP LQVWDWYH 2 1IIEH R
WH' DAMEVS WRCH V

21\WHH  HOMW  KDGDXAWIQAQIVDQG GG QRW7 KRVH \KDWAEG KDG
DFRPEIHG\RBCR  [IQAQIV ) RUKH \KILG FRQMHPX\IYH \ HDU \KH P RAW
FRP P RQIIQAQ) FDIMIRY ZDV6\I\M/ DZ &RP SIDQFH DPRXQMY \R R
IIQAQIV DSSWR PDM®  SHIFHQW

6WDWH /DZ &RPSRLDQEBGLGJ S5HFRPPHQGDUWMWQLFW &RXUWYV
FDWHJRU\ H[FOXVLYHO\ DIIJFWHGVXUW WIHWSRQVLEOH FRXUW \
&RXUWV RIWHQ GXH WR LQVWDQHFGNYRIQ@RYWDWH ODZV DQG U
FRPSOLDQFH ZLWK UHTXLUHPHGOWSKDNQPDHWWEHVMRP SRUWDQFH R
&DVK %RQG 5HFHLSWV DQG|oDwWHWSO WPWHIDWHG SROLFLHV DQG
XQGHU $JUHHPHQWYV WR 3D\




+ LI KHU( GXFDARQ , QVMARQV

HR] 8 QP RGUIHG mHR 8 RQ\ni SXGW: W 7RWO
onE] RIJH 2 SIQRQ RHRP] ) LOGIQIV ) LQGIQIV

1Q RQi HF=IR\ \jIRMR\ | j nBPIANT RFEAHD] " Js ! JtRNj j1=1d
M RJij RRj €@ M HEIR\ | 6P ZPJj R FA\ I\ I MR =\ HAIQII j f JFRARJIH

j FQ\28 nFQ=j |Q \jIRMI A0 RRP=\H1JFQ AZPu=\ HOFQ\"ZO®i
Q) RHAAH7RMEZ [ f =RIH

+ LIKHU( GXFDIRQ , QAMARYY Z DV DQ RYHD@ICDQRD® KHDAK JRYHEP HOWXEIURXS $@
LOAMAMRYY KDG 8 QP RALHG DXAWRSIQRQVDQGRQ® R WH  DXGQWHSRW  SHIFHOWVKDG
IIQAQIV 7KH \WUH P RAWRP P RQIIQAQ) FDMJRUHY DPRXQIJ \R R \RWAIQAQIV
SHUFHQW DUH QVFXWHGEHBZ 2 | QR IRXUIQAMMRQY  KDG QRAWXEP WG \WHLU) < DQQXDO
IIODQFIDODXAVE\ 2 AREHU VKRZ IQ) D VI QUEDQAGHD\ EHFDXVH + LIKHU( GXFDIRQ

, QAMAIRQ DXGWHSRW Z HH GXH\R 2 6$ E\ 1 RYHP EHU

&DVK ,QYHWR HOW ) IQAQIV SRIQMG\R Z HDNGHWHV LQ FDVK DQG LOYHR HOADFFRXQIY DQG
FROWRY SDUMFEXOWD 1Q UHFRGAMMMIRYY FOWLIEDWRQ UHFREQ] DFFXUDR  DQG DXWRU DIRQY

* IDQW&.RP SADQFH ,WXHV Z MW FRP SIDQFH DQG UHSRMQ) FROWRY VSHRLLIED® DURXQG
\IP HIQHW DFFXUDR. DQG DSSURYDCSURFHWWHVY IRUIHGHD® P DQEDWMG UHSRW DQG SD\ P HQNV

3D IR® 5HDWMG/ DELOAHV ) IQEQIV UHYHDBIG SD\ LRGDQG\N[ FRP SIOQFH FROARO
Z HDNQHWHV VSHALLIFD@® DURXQG DFFXWDA  DSSURYDY  UHFRQAMDIRGY DQG WP HO UHI XOWRY
IV

5 HFRP P HQGDMRQV -+ LIKHU( GXFDMIRQ , QAMAIRQY VKRX@ VAWHQI \WHQ J RYHUDQFH DQG
RYHWAJ KWRYHUFDVK DQG LOYHMVR HQW DQG SD\ URGBUIRFHWHY  DQG HVIBEQVK SURFHGXUHV \R

HQUXUH FRP SIDQRH Z W J IDQABHSRMG) UHTXILHP HON

0 HVDDQGV &RP P XQW & RBUH 6 DQ- XDQ&RP P XQW &RBUIH / XQD &RP P XQW &R®UH DQG

6 RAKHDWAL HZ 0 H] IFR & RTU H GG QRWXEP IWKHUUHT XILHG DQQXDAICDGADOABM HOADXAWRU) <
B 2 AREHU DQG DUH WHUH RUH QRMQFOGHG 1O \KLY DQDOMY



+Rvsuo [

og O00& @ OO0 Ov

2\[ AHRRH nHRj 8 RQni mHR] 8 RQ 17=Z
OnE[ RIJH $f RR\ RHRP| RHRP| RHRP|

+RVSLWDOV DQG 6SHFLDO +RVSLWDO 'LVWULFWYVY DUH D VPDOO
GLITHUHQW HQWLWLHV 2QH HQWLW\ -DO +RVSLWDO 'LVWULFW
UHSRUW IRU )< E\ 2FWREHU DQG LV WKHUHIRUH QRW

$VLGH IURP D KLJKHU RFFXUUHQFH RI WKH ,QIRUPDWLRQ 7HFK
RFFXUUHG LQ KDOI RI WKH DXENVWSIUWBAV VWY ZNWE SLUREGLIRXIYF H |
WKHPHV RU WUHQGYV

,QIRUPDWLRQ 7HFBQRDORH\LQGLQJV LQ WKLV FDWHJRU\ DGGUH
FRQWUROV UROHV DQG SHUPLVVLRQV LQ KRVSLWDO ILQDQFL
LQ WKLV DUHD FDQ OHDG WR XQDXWKRUL]JHG DEFHVV WR VHQV
VHIJUHJDWLRQ RI GXWLHVY DQG LQFUHDVH WKH ULVN RI F\EHUV

5HFRPPHQGDAMRVBQWDOV VKRXOG GHVLJQ DQG LPSOHPHQW FRQ
VIVWHPV FRQWDLQLQJ VHQVLWLYH ILQDQFLDO GDWD WR KHOS
XVH DQG PRGLILFDWLRQ RI GDWD LQFOXGLQJ VHQVLWLYH DQ



0 xQrisoos [

) LODQFLDO ORGUIHG $JUHHGSSRQ 5HSRUW1RW  5HSRUW 5SHSRUV: LW 7RO
$ XGVE HSRUV $XGAW 3WRFHGXUHV 6 XEP LAMG E\ S WRXW ) LlQEQIV ) LOGQIV
2 SIQRQV 2 FREHU ) LOGQIV

0 XQASDY IQDQFIDG HSRWMDY 1Q) < VIQ) <
8QPRAIHG2 SIQRQ  $XAWS HSRW

0 X@$BI2 SIQRYY  $ XAV HSRW

4XDOHG  $XAWS HSRW

' MFOIPHU  $XAWS HSRW

$83 1R2SIQRQ  5HSRW

7KH 0 XQELSDOMV JRYHEGP HQAUXE JURXS IQFOGHY 1 HZ 0 H IERIV FAMAV \RZ QV IAIHV DQG
FHUBIQ P XQFISDOFRP SRQHQMKQW VXFK DV LQGHSHQGHQWKWIW DQG KRXVIQ) DX\KRUMAV

0 XQFSDIMAV YDU Z IGHO 1QWHUM] H DQG I LQDQAIDCSHURWP DQRH DQG DAYIW ) RUIQABIGFH
KLY JURXS LQFOGHY ERIK $ ®XTXHIXH 1 HZ 0 H IERV OU HWAW Z W D SRSXOMRQR! P RWA
\KDQ DQG\WH 9 LAUH R * UHQVI@ Z KIFK KDV MW UMGHOW $V D UHVX@WKH WSH
DQG VHYHUNV R FKDE@IQ) HV P XQELSDOMAV | DFH DOR YDUHV

7KLY GYHWAW LV UH GG LQ P XQHRSDALQDCADAMSRW DXAWRSIQRQY DQGIIQAQIV Q) <
P XQELSDOMV
. 6XEP WG IRXU$ 8 3V XQGHUKH \BAUHG VA WP IQEFDIQ) @ MEY 1LQDQRDCDRYW
« 5 HPHYHGILYH P RALHG DXAWRSIQRQY \WH KL KHVWRFFXUWHQRH RXWR DQJ RYHUP HQAUXE
JURXSV HYIHZ HG 103J1Q) P RUH VLI QUEDQWICDQRIDOABMMP. HQAM/XHY IRUKRVH HOMA
. SHUFHOAR D@P XQHESDAICDQRDAMHSRW KDG QR IIQAQIV
« 7KH SHUFHQAKDAEGFRBAMNHD KDG  IIQAQIVIQ  GLIHHQAWFDWMI RUHV

0 XQFSDIMAV DOR KDG D VI QUEDQABURSRMRQ R UHSRWW \WDWHWHUFRQUEAQHG @\ DXAW
IIQAQIV RUZ HUH QRAVXEP IMHG B\ \KH FX\WRII GDW [RUKLY DQDOVY 2 AREHU ,Q\RIO
DPRQJ\WH  HOMAV IQWH P XQEISDOIRXS QHDW®  SHUFHQAVHQIQ KLY FDWI R

KL K@ KW SHYMMQNFKDEBIQI HV Z MY DXQVMP HIHW

0 XQHASDMWAHY GG CRAKDYH WJ QUIFDQNRX\EHLY 1O W 11QEQ) FDMIRUHY KRZ HYHUWH RS 1LYH
DP RXQMG W R naQlv. - SHEFHQWV 7KH LI XUWH EHBZ WKRZ V \WH GVWIEXWRQ
DPRQ WS  1QAQ] FDWI RUHV DQG WH CH W5DJIH GVREXWHV WWH WS |LYH 1Q P RUH GAMIO




0 xQrisoos [

JLQDQFLDO 5H-SRXUMIID@DI HQWULHY GLG QRW DOZD\V KDYH HYLG
DSSURYDO VLJQLILFDQW MRXUQDO HQWU\ DGMXVWPHQWY DQ
TXDUWHUO\ ILQDQFLDO UHSRUWVY DQG VRPH PDWHULDO DGMX
ILQDQFLDO VWDWHPHQWY DV PDWHULDOO\ FRUUHFW

%XGIJHWDU\ &RPBXQDERAIFSDOLWLHY ZLWK WKLV ILQGLQJ KDG HJE
HI[FHHGHG DSSURYHG EXGJHWYV IRU FHUWDLQ IXQGV )RU H[DP
LWV S HFUHDWLRQ )XQG RI PRUH WKDW

3D\ UROO O5HODWHGRPPRIQOQLWLHIN LQFOXGHG LQFRUUHFW 3(5
ODWH 3(5% SD\PHQWYVY DQG PLVVLQJ RU LQDFFXUDWH , )RUPV

&DVK ,QYHVWHWORALY ILQGLQJ FDWHJRU\ DXGLWRUV UHSRUW
DOZD\V LQVXUH RU FROODWHUDOL]H GHSRVLWY RYHUVWDWHC
GHSRVLWYVY XQWLPHO\ RULQFRPSOHWH EDQN UHFRQFLOLDWLF
UHFRQFLOH WR WKH FDVK UHSRUWHG LQ IXQGV

IDFN RI 3ROLFLHV 3URFHGXUHV |RHD N WRINHIDID QR B DRSO V
LQDGHTXDWH LQWHUQDO FRQWURO IUDPHZRUNV )RU H[DPSOH
ILQGLQJ KDG RXWGDWHG RU PLVVLQJ SROLFLHV ZHDN HQIRUF
DQG LQDGHTXDWH IUDXG SUHYHQWLRQ PHDVXUHV

5HFRPPHQGDWLRQV
(VWDEOLVK FOHDU UHYLHZ DQG DSSURYDO SURFHVVHV IRU |
FRQWUROV WR HQVXUH WLPHO\ DFFXUDWH VXEPLVVLRQ RI |
WKH 'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ
,PSOHPHQW VWURQJHU EXGJHW PRQLWRULQJ DQG FRQWURDO
H[FHHGHG DSSURYHG EXGJHWYV
ORQLWRU DQG WHVW SD\UROO FRPSOLDQFH WR HQVXUH DFF
DQG SURSHU GRFXPHQWDWLRQ IRU DOO HPSOR\HHV
(QKDQFH FDVK PDQDJHPHQW SUDFWLFHV E\ VHFXULQJ GHSR"
SURPSWO\ DQG PDLQWDLQLQJ DFFXUDWH UHFRUGV RI SRRO
3HULRGLFDOO\ UHYLHZ WHVW DQG UHYLVH LQWHUQDO FRQ
SROLFLHV DQG SURFHGXUHYV



OXQLFLSDOLWLHYV GHSHQGHC
+RXVLQJ $XWKRUL HV

) LODQFLDO 8 QP RGULHG S5HSRUN  5HSRUNV: L 7RO LQGEQI\
$XGAWE HSRUA ~ $ XGIW2 SIQRQ\ © WRX\ ) LOGLQIV
) LQGQIN

,QGHSHQGHQW +RXVLQJ $XWKRULWLHY DUH SDUW RI WKH PXQL
UHSRUWHG VHSDUDWHO\ GXH WR GLIITHUHQFHYV LQ VWUXFWXUH
GHSDUWPHQWYV KRXVLQJ DXWKRULWLHV RSHUDWH ZLWK LQGH
ZKLFK UHTXLUH VHSDUDWH DXGLWY DQG UHSRUWLQJ

,Q )< DOO DXWKRULWLHV UHFHLYHG XQPRGLILHG DXGLW R
SHUFHQW KDG QR ILQGLQJV LQGLFDWLQJ VWIRRIJIRW KK LGS FSl
ZLWK ILQGLQJV SD\UROO LVVXHV ZHUH PRVW FRPPRQ DQG Wk
UHSRUWLQJ ZDUUBEWLD WWHBDMQRD VKRZV WKH FDWHJRULHV Z
IRU ,QGHSHQGH{XW KRXNVWQHV

3DV\UROO DQG 5SHODWHGQGLOQ EV QAIGWMIOMWLILHG ZHDNQHVVHV LQ SELC
FRPSOLDQFH LQFOXGLQJ XQWLPHO\ RU LQDFFXUDWH WD[ DQG
DQG ZLWKKROGLQJV LQFRPSOHWH HPSOR\HH GRFXPHQWDWLR
GHSRVLWYV

JLODQFLDO 5HISRUWKQHH ILQGLQJV LQ WKH ILQDQFLDO UHSRU)
ZHDNQHVVHV DIIHEFWLQJ FRPSRQHQW XQLWV RI WKH $OEXTXHU
LQ PDWHULDO PLVVWDWHPHQWY GXH WR LQFRPSOHWH SUHVHC
FRVWY DQG RQH LGHQWLILHG LQFRPSOHWH SUHVHQWDWLRQ L

SHFRPPHQGDWILRMIHQGHQW +RXVLQJ $XWKRULWLHV VKRXOG P
FRPSOLDQFH WR HQVXUH DFFXUDWH ZLWKKROGLQJV ILOLQJV
DOO HPSOR\HHV $GGLWLRQDOO\ WKH\ VKRXOG HQVXUH IRUPD
SURFHVVHY DUH LQ SODFH WR SURYLGH FRPSOHWH DQG DFFXL
VWDWHPHQWY DUH ILQDOL]HG



6 FKRROJ

O0O0 OU
HR 8 QP RGULHG mHR 8 RQ" A SXGAW: LW 7RO
ong] RIJH 2 SIQIRQV RHRP] ) LOGQIV ) LOGQIV

/ IEAilj s RQ'm
RHRP - o Q" Js RHRP
[ If~ilj s RQ o OB/ JfI=l RHRP)
RHRPj

6FKRROV LV D ODUJH JRYHUQPHQW VXEJURXS ZLWK PRUH WKD
LQFOXGLQJ 1HZ OH[LFRYV SXEOLF FLW\ VFKRROV SXEOLF DQG
VFKRROV DQG PXQLFLSDO VEFKRROV :KLOH DOO EXW RQH UHF]
VFKRRO HQWLWLHV KDG D KLJK VKDUH RI ILQGLQJV ,Q )< |
JURXS DFFRXQWHG IRU QHDUO\ SHUFHQW RI WKH ILQGLQC

6FKRRO HQWLWLHYVY HVSHFLDOO\ VWUXJJOHG ZLWK SD\UROO UFE
EXGJHWDU\ UXOHV DQG 6WDWH ODZ )LQGLQJV LQ WKHVH WKUL
SHUFHQW RI DOO ILQGLQJV LQ WKH 6FKRROV VXEJURXS

3D\UROO DQG 5HODWHG /LDEZRLWEBWHIRUQ GREDKGHG XQSDL!
SD\UROO UHODWHG H[SHQVHV UHVXOWLQJ LQ OLDELOLWLHV |
UHJXODWLRQV FRQFHUQLQJ HPSOR\PHQW SHUVRQUDKIO/GREXPF
LQFOXGHV FRQFHUQV VXFK DV ODWH SD\PHQWYV XQSDLG HDUQ
GHGXFWLRQV

%XGIJHWDU\ &RPSOLDQFHSFKRROFLOUWK WKLV ILQGLQJ RIWHQ K
HIFHHGHG EXGJHWY LQ FHUWDLQ IXQGV DGMXVWHG EXGJHWYV
FDVHV FDUULHG EXGJHW GHILFLWYV

6WDWH /DZ &RPSOLDQFH6FKRIRIDGALGQGLG QRW DOZD\V FRPSO\ ZLW
([DPSOHV LQFOXGH QRW VXEPLWWLQJ UHTXLUHG 7LWOH ,; UHS
FKHENV LQFRPSOHWH UHTXLUHG WUDLQLQJ DQG XQWLPHO\ U
'LUHFWRU\

SHFRPPHQGDWLKRIRYFH FRQWUROV RYHU SD\UROO IXQFWLRQV
EXGJHWDU\ DGKHUHQFH DQG LGHQWLI\ DQG DGGUHVYV JDSV LC
HQVXULQJ UHVSRQVLEOH VWDII DUH DZDUH RI UHOHYDQW ODZ'



6\ow $ 3 HoFLHY [
UU @ O
MHR]

8 QP RGLIHG nmHR 8 RQ" / SXAW: W 7RO
OnE RJIH  $XEAW2 SIQRQV RHRPj ) LOGQIV ) LOGQIV

6 VMW $ J HQFLHV LQFOIGH ( [ HRXWYH EUDQRK DQG/ HI IMDMYH DJ HQFLHY DQG
TXDVLJIRYHLCP HQBCHQMA @\H \WH 3 XETE 6 FKRRY , QUXUDGQFH $ XWWRUWY

1HZ 0 H IFRV 3 XEQF ( GXFDMRQ' HSDWW HOA3 (' DFFRXQIMG IRUD WL QULIEDQW
SRMRQR DOINQAQIV IQWH 6 \BW $ JHQR VXEJURXS  UHSUHVHQI SHUFHQW
R \REAIQAQIV

7 KLY FROFHORDVIRQ Z DV GXH \R \WH GMIEXMIRQR! 3 (' DXGAWIQAQIV DP RQJ \WH
PDQ YDURXV FRP SROHOAKQW R! 3 (' WWURXI KRXVWKH AR \XFK DV DFDGHP LHV
FKDUMUVAKRRY SUHSDUDRY VRKRRY' DQG KL K VAKRRY

$V D UHVX@WKLY DQDOMY SUHVHON IIQEQI1V DAVRADMG Z W 3 (' DQG W FRP SRQHQW
XQW VHSDUDM ILRP RKHUG\BDW$ JHQAIHV ZKIEKKDG  \RBAIQAQIV




ODVVLI\LC
FRUUHFW IXQG UHTXLULQJ PDQXDO DGMXVWPHQWYV
,QWHUQDO ZHRMNOQHR/YHY H[LVWHG LQ PXOWLSOH DUHDV LQF(
SUREFXUHPHQW MRXUQDO HOQWULHV ILODQFLDO FORVLQJ FC
GRFXPHQWDWLRQ DQG UHFRUGNHHSLQJ

SURFXUHPHFEWRROV ZLWK WKLV ILQGLQJ RIWHQ H[FHHGHG WK

PDNLQJ SXUFKDVHV RYHU ZLWKRXW FRPSHWLWLYH SUR
%XGJHWDU\ &RPSPKRROHVSHQGLQJ H[FHHGHG DXWKRUL]JHG E
IXQGV

*UDQW &RPS®IPQFHHY ODFNHG SURSHU FRQWUROV WR HQVXU
JUDQW UHTXLUHPHQWY VXFK DV FRP SOFRMH W QUEH WR B &8 ONHUHHES |
UHFLSLHQW PRQLWRULQJ

J)LQDQFLDO 5HYRMWVY @QLWK ILQDQFLDO FORVH HUURUV DQG Pl
QHHGHG WR UHFRQFLOH DFFRXQWV$PXOWLSOH YHUVLRQV RI
&DSLYWWDMHWIYHQFLHYV GLG QRW DOZD\V WUDFN UHFRUG DQG L¢
3D\URO@VWDQFHYV RI RYHU DQG XQGHU SD\PHQW WLPHFDUG H
GRFXPHQWDWLRQ

SHFRPPHQGDWLRQV
BWUHQJWKR®BW HQG FRGLQJ FRQWUROV IRU IXQG WUDQVDFWLR
3HULRGLFDOO\ GHILQH UHYLHZ DQG UHYLVH LQWHUQDOV FR
RYHU NH\ DUHDV VXFK DV ILQDQFLDO UHSRUWLQJ SD\UROO
&RPSO\ ZLWK WKH SURFXUHPHQW FRGH DQG UHWDLQ GRFXPH!
SRXWLQHO\ PRQLWRU H[SHQGLWXUHY WR HQVXUH EXGJHWDU\
,PSOHPHQW DQG HQIRUFH SURFHGXUHV WR HQVXUH FRPSOLD





















