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5DPDWD� LV� 0DOLDQ� $PHULFDQ�� ERUQ� DQG
UDLVHG� LQ� &DOLIRUQLD�� 6KH� LV� D� 0DVWHUłV� LQ
'HYHORSPHQW�6WXGLHV�FDQGLGDWH�DW� ,+(,'�
5DPDWD� KDV� D� %DFKHORU� RI� 6FLHQFH� LQ
*OREDO� KHDOWK� DQG� D� 0DVWHU� RI� 3XEOLF
+HDOWK� IURP� WKH� 8QLYHUVLW\� RI� 6RXWKHUQ
&DOLIRUQLD��6KH�LV�SDVVLRQDWH�DERXW�KXPDQ
ULJKWV�EDVHG� DSSURDFKHV� WR� VWUXFWXUDO
FKDQJH�DQG�KHDOWK�V\VWHPV�VWUHQJWKHQLQJ
ZLWKLQ� KLVWRULFDOO\� PDUJLQDOL]HG� FRQWH[WV�
6KH� LV� DQ� LQWHUQ� DW� WKH� ,QWHUQDWLRQDO
)HGHUDWLRQ� IRU� 3KDUPDFHXWLFDO
0DQXIDFWXUHUV� DQG� $VVRFLDWLRQV� �,)30$�
ZLWK� WKH� $IULFD� (QJDJHPHQW� &RPPLWWHH
ZKHUH� VKH� VXSSRUWV� LVVXHV� OLNH� ORFDO�GUXJ
SURGXFWLRQ� DQG� FDSDFLW\� VWUHQJWKHQLQJ
IRU� HTXLWDEOH� DFFHVV� WR� PHGLFLQHV� LQ
$IULFD�

0,5(77(�,%5$+,0

0LUHWWH� LV� RULJLQDOO\� IURP� (J\SW�� 6KH
REWDLQHG� D� EDFKHORUłV� GHJUHH� LQ
,QWHUQDWLRQDO� 5HODWLRQV� IURP� WKH
XQLYHUVLW\� RI� 5RFKHVWHU� LQ� 1<�� 6KH� LV
FXUUHQWO\� D� PDVWHUłV� FDQGLGDWH� LQ
'HYHORSPHQW�6WXGLHV�DW�,+(,'��6KH�LV
SDVVLRQDWH� DERXW� JHQGHU� HTXDOLW\
DQG� LQFOXVLRQ� LQ� *OREDO� +HDOWK��
� 0LUHWWH� KDV� SURIHVVLRQDO� H[SHULHQFH
LQ� FRPPXQLFDWLRQV�� DGYRFDF\� DQG
SROLF\�UHVHDUFK��6KH�UHFHQWO\�LQWHUQHG
DW� WKH� 81'3� FULVLV� EXUHDX� DQG
ZRUNHG� RQ� H[DPLQLQJ� KHDOWK
GLVSDULWLHV� LQ� HPHUJHQFLHV� DQG
KXPDQLWDULDQ�VHWWLQJV�

7KH�UHVHDUFK�WHDP�LV�FRPSRVHG�RI�WZR�VWXGHQWV��5DPDWD�DQG�
0LUHWWH��IURP�WKH�*HQHYD�*UDGXDWH�,QVWLWXWH��7KH�VWXGHQWV�
ZRUNHG�XQGHU�WKH�VXSHUYLVLRQ�RI�WKH�WHDFKLQJ�WHDP��3URIHVVRU�
&ODLUH�6RPHUYLOOH�DQG�WKH�WHDFKLQJ�DVVLVWDQW��%UDP�%DUQHV��7KH�
WHDP�DOVR�ZRUNHG�FORVHO\�ZLWK�'U��$ODVWDLU�5REE��WKH�SURMHFW�
IRFDO�SRLQW�IURP�:+2��
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,� $FNQRZOHGJHPHQWV
:H ZRXOG OLNH WR DFNQRZOHGJH DQG JLYH WKH ZDUPHVW WKDQNV WR RXU :+2 SDUWQHU
$ODVWDLU 5REE� IRU KLV FRQWLQXHG HQJDJHPHQW DQG VXSSRUW WKURXJKRXW WKH SURMHFW�
:H DUH YHU\ JUDWHIXO IRU WKH LQVLJKWIXO FRQYHUVDWLRQV ZH KDG ZLWK \RX DQG IRU DOO
\RXU DVVLVWDQFH LQ FRQQHFWLQJ XV ZLWK VRPH RI RXU LQWHUYLHZHHV� :H ZRXOG DOVR OLNH
WR H[WHQG RXU JUDWLWXGH WR RXU DFDGHPLF VXSHUYLVRU� &ODLUH 6RPHUYLOOH DQG RXU
WHDFKLQJ DVVLVWDQW %UDP &RU\GRQ %DUQHV IRU DOO WKHLU VXSSRUW DQG JXLGDQFH
WKURXJKRXW WKH SDVW IHZ PRQWKV� :H KLJKO\ DSSUHFLDWH \RXU FRQVLVWHQW KHOS DQG
DFWLYH HQJDJHPHQW ZLWK RXU WHDP� ZKLFK KHOSHG XV RYHUFRPH WKH FKDOOHQJHV ZH
IDFHG DORQJ WKH ZD\� $GGLWLRQDOO\� ZH ZRXOG OLNH WR H[SUHVV RXU VLQFHUH JUDWLWXGH WR
RXU LQWHUYLHZHHV� SDUWLFXODUO\� -RVHSKDW .DNRPD� &HFLOLD 6HQRR� &DUROH 3UHVHUQ�
.DWH 7KRPSVRQ� DQG *DYLQ 5HLG IRU WDNLQJ WKH WLPH WR VSHDN ZLWK XV DQG SURYLGH
XV ZLWK FULWLFDO LQVLJKWV DERXW WKH G\QDPLFV RI JOREDO KHDOWK ILQDQFLQJ� )LQDOO\� ZH
ZDQW WR ZDUPO\ WKDQN RXU IDPLOLHV DQG IULHQGV IRU WKHLU FRQWLQXHG VXSSRUW GXULQJ
WKLV�SURMHFW�
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,,� ([HFXWLYH�6XPPDU\
7KH *OREDO )XQG KDV PDGH D VLJQLILFDQW LPSDFW RQ +,9� 7%� DQG 0DODULD E\ FRQWULEXWLQJ
VLJQLILFDQW ILQDQFLDO UHVRXUFHV WKDW KDYH HQDEOHG FRXQWULHV WR VFDOH XS LQWHUYHQWLRQV DQG UHGXFH
ERWK GLVHDVH DQG GHDWKV� 'HVSLWH WKH QRWLRQ RI FRXQWU\ RZQHUVKLS DV D SULQFLSOH RI WKH *OREDO
)XQG� WKHUH DUH FRQFHUQV WKDW WKH IXQG
V HIIRUWV WR XSKROG FRXQWU\ RZQHUVKLS XQGHUPLQH WKH
VRYHUHLJQW\ RI GHFLVLRQ�PDNLQJ� QDWLRQDO JRYHUQDQFH� DQG DFFRXQWDELOLW\ LQ KHDOWK ILQDQFLQJ� :H
DOVR HYDOXDWH WKH SRZHU DV\PPHWULHV WKDW H[LVW DW YDULRXV OHYHOV RI WKH *OREDO )XQG DQG WDNH
LQVLJKW IURP EHQHILFLDULHV DQG HQJDJHG VWDNHKROGHUV WR XQGHUVWDQG KRZ WR VROXWLRQL]H WKURXJK D
GHFRORQLDO IUDPHZRUN� WKH VWUXFWXUDO EDUULHUV WR FHQWHULQJ WKH NH\ SRSXODWLRQV PRVW LPSDFWHG LQ
GHFLVLRQ�PDNLQJ DQG SURJUDP GHYHORSPHQW IRU EHWWHU RXWFRPHV� 7KH UHVHDUFK UHYLHZV WKH
HIIHFWLYHQHVV RI V\VWHPV OLNH WKH &RXQWU\ &RRUGLQDWLRQ 0HFKDQLVPV �&&0� RI WKH *OREDO )XQG
PHDQW WR FHQWHU FRXQWU\ RZQHUVKLS DQG LWV LPSDFW RQ QDWLRQDO DFFRXQWDELOLW\ PHFKDQLVPV� :H
UHYLHZHG &&0V DFURVV YDULRXV FRXQWULHV LQ WKH VXE�6DKDUDQ $IULFDQ UHJLRQ DQG GHYHORSHG DQ
DFFRXQWDELOLW\ IUDPHZRUN �XSZDUG YV� GRZQZDUG DFFRXQWDELOLW\� VLWXDWHG ZLWKLQ WKH GLVFRXUVH RI
GHFRORQLDOLW\ DQG 0RKDQ 'XWWD¶V &XOWXUH &HQWHUHG $SSURDFK� :H DSSO\ WKH QRWLRQV RI
FR�FUHDWLRQ RI VWURQJ FRPPXQLFDWLYH LQIUDVWUXFWXUHV LQ DOLJQPHQW ZLWK RXU K\EULGL]HG
DFFRXQWDELOLW\ IUDPHZRUN DV DQ DSSURDFK WR LPSURYHG FRPPXQLW\ HQJDJHPHQW DQG RYHUDOO
FRXQWU\�RZQHUVKLS�

1RWH� $OO ILJXUHV� LQIRJUDSKLFV� DQG WDEOHV LQ WKLV GRFXPHQW DUH GHVLJQHG E\ WKH DXWKRUV RI WKLV
UHSRUW�
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,,,� /LVW�RI�DFURQ\PV

$$,� $LGV�$FFRXQWDELOLW\�,QWHUQDWLRQDO

$&7$� $QWL�FRUUXSWLRQ��WUDQVSDUHQF\��DQG�DFFRXQWDELOLW\ IUDPHZRUN

&&$� &XOWXUH�&HQWHUHG�$SSURDFK

&&0� &RXQWU\�FRRUGLQDWLQJ�PHFKDQLVPV

&62V� &LYLO�VRFLHW\�RUJDQL]DWLRQV

&66� &RPPXQLW\�V\VWHPV�VWUHQJWKHQLQJ

'$+� 'HYHORSPHQW�DVVLVWDQFH�IRU�KHDOWK

(3$� (OLJLELOLW\�DQG�3HUIRUPDQFH�$VVHVVPHQWV

)%2� )DLWK�%DVHG�2UJDQL]DWLRQ

*)� *OREDO�)XQG

,'8V� LQMHFWLRQ�GUXJ�XVHUV

.3� .H\�3RSXODWLRQV

/0,&V� /RZ�DQG�PLGGOH�LQFRPH�FRXQWULHV

0	(�0RQLWRULQJ�DQG�HYDOXDWLRQ

060�0HQ�ZKR�KDYH�VH[�ZLWK�0(1

1*2V� 1RQ�JRYHUQPHQWDO�RUJDQL]DWLRQV

3/:+� 3HRSOH�OLYLQJ�ZLWK�+,9

35� 3ULQFLSDO�5HFLSLHQW

65� 6XEVLGLDU\�5HFLSLHQW

6:� 6H[�:RUNHUV

:+2�:RUOG�+HDOWK�2UJDQL]DWLRQ
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,9� ,QWURGXFWLRQ

*OREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQV VXFK DV WKH *OREDO )XQG KDYH PDGH D VLJQLILFDQW LPSDFW RQ
WDFNOLQJ YDULRXV GLVHDVHV VXFK DV 0DODULD� $,'V� DQG 7%� 7KH\ GR VR E\ UDLVLQJ DQG GLVWULEXWLQJ
ILQDQFLDO UHVRXUFHV WKDW KDYH HQDEOHG FRXQWULHV WR VFDOH XS LQWHUYHQWLRQV DQG UHGXFH GLVHDVH
EXUGHQ DQG GHDWKV� 5HFHQWO\� WKH *OREDO )XQG �*)� KDV DFKLHYHG D SOHGJH UHFRUG RI PRUH WKDQ ��
ELOOLRQ GROODUV WR VXSSRUW WKH SDUWQHUVKLS¶V ZRUN RYHU WKH QH[W WKUHH \HDUV �7KH *OREDO )XQG�
������ $V D PDMRU JOREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQ� WKH *) IRFXVHV RQ IRXU PDLQ SULQFLSOHV�
SDUWQHUVKLS� FRXQWU\�RZQHUVKLS� SHUIRUPDQFH�EDVHG ILQDQFLQJ� DQG WUDQVSDUHQF\ �*) $JHQW
0DQXDO����������

)LJXUH�,��,QIRJUDSKLF�SUHVHQWLQJ�WKH�IRXU�SULQFLSOHV�XSRQ�ZKLFK�WKH�*OREDO�)XQG�LV�EDVHG

2XU UHVHDUFK DVVHVVHV DQG FULWLFDOO\ DQDO\]HV WKH SULQFLSOH RI FRXQWU\ RZQHUVKLS DQG WKH LPSDFW
RI WKH *) RQ FRXQWU\ OHDGHUVKLS� JRYHUQDQFH DQG DFFRXQWDELOLW\� 7KH SULQFLSOH RI FRXQWU\
RZQHUVKLS HQWDLOV WKDW ZLWK DGHTXDWH UHVRXUFHV DQG VXSSRUW� FRXQWULHV VKRXOG EH DEOH WR VHW WKHLU
RZQ SULRULWLHV DQG FDUU\ RXW WKHLU UHVSRQVHV WR WKH WKUHH GLVHDVHV �LELG��� 7KURXJK LWV IXQGLQJ
PRGHO� WKH *OREDO )XQG HVWDEOLVKHG WKH &RXQWU\ &RRUGLQDWLQJ 0HFKDQLVP �&&0� ZKLFK DUH
QDWLRQDO FRPPLWWHHV WKDW VXEPLW DQG RYHUVHH JUDQWV RQ EHKDOI RI WKHLU FRXQWULHV �*)� ������ 0RUH
VSHFLILFDOO\� ZH ZLOO H[SORUH WKH FULWLFDO TXHVWLRQ RI KRZ WKH *OREDO )XQG LPSDFWV WKH D[LV RI
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DFFRXQWDELOLW\ EHWZHHQ JRYHUQPHQWV DQG WKHLU SHRSOH� :H DUH SULPDULO\ LQWHUHVWHG LQ H[DPLQLQJ
WKH�H[WHQW�WR�ZKLFK�WKH�*)��IXQGLQJ�PRGHO�VXVWDLQDEOH

7KH &&0 FRXOG EH FRQVLGHUHG DV D WRRO FUHDWHG WR IRVWHU FRXQWU\ RZQHUVKLS RI GRQRU IXQGLQJ
IURP WKH *) �PRUH GHWDLOV DUH SURYLGHG RQ WKH &&0 LQ WKH OLWHUDWXUH UHYLHZ VHFWLRQ��
1RQHWKHOHVV� RXU OLWHUDWXUH UHYLHZ UHYHDOHG WKDW WKLV IXQGLQJ PRGHO GRHV QRW DOZD\V JXDUDQWHH
WKDW UHFLSLHQW FRXQWULHV DOZD\V KDYH FRQWURO RYHU GRQRU�IXQGHG SURJUDPV� 0DWWKHZV 	 2QRNZDL
������� DPRQJ RWKHUV� DUJXH WKDW WKH FRXQWU\ RZQHUVKLS UKHWRULF LV EHFRPLQJ D EX]]ZRUG WKDW
³GLVJXLVHV WKH FRQWLQXHG XVH RI WKH JUHDWHU SRZHU RI WKH LQWHUQDWLRQDO GRQRUV DQG GRHV QRW
UHSUHVHQW D PHDQLQJIXO VKLIW LQ SRZHU WRZDUG WKH DJHQWV RI WKH UHFLSLHQW FRXQWULHV�´ +RZHYHU�
GHVSLWH WKH IRXQGDWLRQDO HOHPHQW RI FRXQWU\ RZQHUVKLS SUHVHQW LQ WKH *)� WKH SDUWQHUVKLS QHHGV
EHWWHU HYDOXDWLYH DQG DFFRXQWDELOLW\ IUDPHZRUNV DV WKH\ KDYH EHHQ FLWHG WR XQGHUPLQH QDWLRQDO
VRYHUHLJQW\ E\ OLPLWLQJ GHFLVLRQ�PDNLQJ SRZHU� DQG LQ VRPH ZD\V UHVWULFWLQJ JRYHUQDQFH
FDSDFLW\� 2XU UHVHDUFK ZLOO UHYLHZ WKH VWUXFWXUHV DQG SURFHVVHV RI JOREDO KHDOWK ILQDQFLQJ
LQVWLWXWLRQV�WKDW�DIIHFW�QDWLRQDO�DFFRXQWDELOLW\�PHFKDQLVPV�

0RUHRYHU� WKH SURMHFW ZLOO UHYLHZ WKH FXUUHQW VWUXFWXUHV� SURFHVVHV� DQG LQFHQWLYHV RI WKH *OREDO
)XQG MX[WDSRVHG WR LVVXHV DURXQG ZKR GHFLGHV ZLWKLQ D G\QDPLF JHRSROLWLFDO FRQWH[W DQG DQ
XQGHUVWDQGLQJ RI ZKR LV UXQQLQJ JOREDO KHDOWK� ,W ZLOO IRFXV RQ WKH VWUXFWXUDO IHDWXUHV LQ FXUUHQW
JOREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQV WKDW UHLQIRUFH JOREDO LQHTXDOLWLHV LQ DFFHVV WR
GHFLVLRQ�PDNLQJ� UHVRXUFHV� DQG RZQHUVKLS RI KHDOWK LQWHUYHQWLRQV� 7KH UHVHDUFK ZLOO EH DWWHQWLYH
WR KRZ FRORQLDO OHJDFLHV DQG KLHUDUFKLHV EDVHG RQ WKH 1RUWK�6RXWK GLYLGH LPSDFW WKH FXUUHQW
ZRUNLQJV RI WKHVH LQVWUXPHQWV� 7KH PRVW UHOHYDQW FRQFHSWV IRU RXU UHVHDUFK DUH DFFRXQWDELOLW\�
VWHZDUGVKLS��DQG�QDWLRQDO�JRYHUQDQFH�

2XU UHVHDUFK ZLOO DVVHVV HDFK RI WKHVH NH\ FRQFHSWV ZLWKLQ WKH IUDPHZRUN RI WKH *OREDO
)XQG DV WKHVH WKHPHV DUH IRXQGDWLRQDO WR WKH *OREDO )XQG )UDPHZRUN DQG QRWLRQV RI
FRXQWU\�RZQHUVKLS�

䙜 $FFRXQWDELOLW\� $FFRXQWDELOLW\ HQWDLOV KROGLQJ YDULRXV DFWRUV UHVSRQVLEOH IRU WKHLU DFWLRQV�
7KH FRQFHSW RI DFFRXQWDELOLW\ LQ JOREDO KHDOWK LV FRPSOLFDWHG DQG FRQWHQWLRXV VLQFH LW HQWDLOV
PXOWLSRODU UHODWLRQVKLSV DPRQJVW PDQ\ GLIIHUHQW VWDNHKROGHUV �:DIXOD HW DO� ������
7UDQVSDUHQF\ DQG SDUWLFLSDWLRQ DUH EHFRPLQJ WKH GHILQLQJ HOHPHQWV RI WKH DFFRXQWDELOLW\
DJHQGDV IRU PDQ\ JOREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQV �LELG��� 2XU UHVHDUFK DLPV WR DVVHVV WKH
HIIHFWLYHQHVV RI DFFRXQWDELOLW\ PHFKDQLVPV IRU WKH *OREDO )XQG� ,W ZLOO LQYHVWLJDWH ZKHWKHU
WKLV LQVWLWXWLRQ WUXO\ XSKROGV WKH YDOXHV RI WUDQVSDUHQF\ DQG SDUWLFLSDWLRQ RU LI WKH\ DUH PHUHO\
EX]]ZRUGV�LQFOXGHG�LQ�WKHLU�DFFRXQWDELOLW\�DJHQGDV�

䙜 6WHZDUGVKLS� 7KH FRQFHSW RI VWHZDUGVKLS LQ WKH KHDOWK VSDFH ZDV HVVHQWLDOO\ ILUVW LQWURGXFHG
DV D VRUW RI SUDFWLFDO IUDPHZRUN IRU DSSURDFKHV WR VWUHQJWKHQLQJ KHDOWK V\VWHPV� ,Q WKH :RUOG
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+HDOWK 5HSRUW ����� WKH :+2 GHQRWHG VWHZDUGVKLS DV ³D GLVWLQFW GLPHQVLRQ RI JRYHUQDQFH´
ZKHUH« ³$W LQWHUQDWLRQDO OHYHO� VWHZDUGVKLS PHDQV PRELOL]LQJ WKH FROOHFWLYH DFWLRQ RI
FRXQWULHV WR JHQHUDWH JOREDO SXEOLF JRRGV VXFK DV UHVHDUFK� ZKLOH IRVWHULQJ D VKDUHG YLVLRQ
WRZDUGV PRUH HTXLWDEOH GHYHORSPHQW DFURVV DQG ZLWKLQ FRXQWULHV� ,W DOVR PHDQV SURYLGLQJ DQ
HYLGHQFH EDVH WKDW FRQWULEXWHV WR FRXQWULHV¶ HIIRUWV WR LPSURYH WKH SHUIRUPDQFH RI WKHLU KHDOWK
V\VWHPV´ �:RUOG +HDOWK 2UJDQL]DWLRQ� ����� �%ULQNHUKRII HW DO�� ������ 6LQFH WKLV UHSRUW WKH
FRQFHSW RI VWHZDUGVKLS DV D SUDFWLFDO DQG WKHRUHWLFDO IUDPHZRUN KDV H[SDQGHG IURP WKLV
IRXQGDWLRQDO�GHILQLWLRQ�LQWURGXFHG�

䙜 1DWLRQDO *RYHUQDQFH� *RYHUQDQFH LV ³DERXW WKH UXOHV RI FROOHFWLYH GHFLVLRQ�PDNLQJ LQ
VHWWLQJV ZKHUH WKHUH LV D SOXUDOLW\ RI DFWRUV RU RUJDQL]DWLRQV´ �&KKRWUD\ 	 6WRNH�� ������
1DWLRQDO JRYHUQDQFH LV RIWHQ D V\QRQ\PRXV FRQFHSW RI WKH SROLWLFDO V\VWHP RU VWDWH VWUXFWXUH
DQG UHIHUV WR ³WKH SXUVXLW RI VRFLRSROLWLFDO DQG VRFLRHFRQRPLF RUGHU ZLWKLQ D VWDWH´ �%URZQ�
������ :H ZLOO H[DPLQH KRZ WKH FRQFHSW RI QDWLRQDO JRYHUQDQFH LV DSSOLHG ZLWKLQ WKH *OREDO
)XQG¶V�IUDPHZRUN�
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9� 5HVHDUFK�2EMHFWLYHV�DQG�4XHVWLRQV

7R DVVHVV WKH FXUUHQW SUDFWLFH RI JOREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQV ZLWK D VSHFLILF IRFXV RQ WKH
*OREDO )XQG� ZH GHYHORSHG WKH IROORZLQJ UHVHDUFK TXHVWLRQV WR QDYLJDWH WKH OLWHUDWXUH DQG
H[LVWLQJ�GDWD�

䙜 5HVHDUFK 4XHVWLRQ �� +RZ FDQ WKH *OREDO )XQG EHWWHU DGDSW LWV VWUDWHJ\ IRU WKH FRXQWU\
SDUWQHUVKLS WR VXSSRUW QDWLRQDO JRYHUQDQFH� VWHZDUGVKLS� DQG DFFRXQWDELOLW\ WKURXJK WKH
&&0V"

7KLV LV D QHFHVVDU\ JXLGLQJ TXHVWLRQ IRU D EHWWHU XQGHUVWDQGLQJ RI KRZ JOREDO ILQDQFLQJ
LQVWLWXWLRQV FRXOG FRQWULEXWH WR EXLOGLQJ QDWLRQDO DXWKRULW\ DQG DFFRXQWDELOLW\ UHODWLYH WR ZKDW
LV DOUHDG\ EHLQJ GRQH RU ZKDW DOUHDG\ H[LVWV� *DWKHULQJ HYLGHQFH RQ ZKDW LV EHLQJ GRQH DQG
HYDOXDWLQJ KRZ LW LV GHWULPHQWDO RU VXSSRUWLYH WR FRXQWULHV LV FULWLFDO WR EHJLQQLQJ WR XQSDFN
KRZ LPSOLFDWLQJ JOREDO ILQDQFLDO LQVWLWXWLRQV LQWR QDWLRQDO IXQGLQJ RSHUDWLRQV FDQ XQGHUPLQH
QDWLRQDO�JRYHUQDQFH�DQG�VWDWH�VRYHUHLJQW\�

䙜 5HVHDUFK 4XHVWLRQ �� +RZ FDQ ORFDO SHUVSHFWLYHV EH LQFRUSRUDWHG LQWR JOREDO KHDOWK
ILQDQFLQJ�GHFLVLRQ�PDNLQJ�LQ�D�ZD\�WKDW�UHGUHVVHV�SRZHU�DV\PPHWULHV"

3RZHU DV\PPHWULHV WKDW H[LVW EHWZHHQ LQWHUQDWLRQDO IXQGLQJ ILQDQFLDO
LQVWUXPHQWV�FRUSRUDWLRQV DQG WKH UHFHLYLQJ FRXQWULHV DUH JUHDWO\ WKH IRFXV RI WKLV UHVHDUFK�
7KH XQGHUPLQLQJ RI VWDWHV¶ VRYHUHLJQW\ E\ WKHVH JOREDO IXQGLQJ LQVWLWXWLRQV WKURXJK ILQDQFLDO
SDUWQHUVKLSV� UHODWLRQVKLSV LV XVXDOO\ LQIRUPHG E\ KLVWRULFDO� SROLWLFDO� DQG JOREDO HFRQRPLF
SRZHU DV\PPHWULHV EDVHG RQ D KLHUDUFKLFDO VWUXFWXUH RI KLJK�LQFRPH FRXQWULHV DQG
ORZ�PLGGOH�LQFRPH FRXQWULHV� 7KH 1RUWK�6RXWK GLFKRWRP\ IUHTXHQWO\ KDV VLJQLILFDQW HIIHFWV
RQ WKH GHJUHH WR ZKLFK UHFLSLHQW FRXQWULHV DQG WKHLU ORFDO G\QDPLFV DUH LQYROYHG LQ
GHFLVLRQ�PDNLQJ SURFHVVHV UHJDUGLQJ IXQGLQJ DOORFDWLRQ DQG KHDOWK LVVXH SULRULWL]DWLRQ�
3RRUHU FRXQWULHV� ZKLFK DUH JHQHUDOO\ KLVWRULFDOO\ PDUJLQDOL]HG RU IRUPHUO\ FRORQL]HG�
UHFHLYH DLG IURP ULFKHU FRXQWULHV� ZKLFK DUH W\SLFDOO\ IRUPHU FRORQL]LQJ FRXQWULHV� 7KLV
TXHVWLRQ ZLOO DOORZ XV WR GHOYH LQWR WKH OLWHUDWXUH DERXW FRXQWU\ SDUWLFLSDWLRQ RQ WKH PRUH
PLFUR OHYHO DV ZH ZLOO FRQVLGHU FRPPXQLW\ DQG ORFDO OHYHO LQYROYHPHQW WKURXJK WKH FRXQWU\
FRRUGLQDWLQJ�PHFKDQLVPV��&&0V��RI�WKH�*OREDO�)XQG�

�



9,� %DFNJURXQG

2YHUYLHZ�RI�WKH�*OREDO�)XQG

7KH *OREDO )XQG LV DQ LQWHUQDWLRQDO SXEOLF�SULYDWH SDUWQHUVKLS� HVWDEOLVKHG LQ ����� ZKRVH DLP LV
WR UDLVH DQG DGPLQLVWHU LQFUHDVHG IXQGLQJ IRU $,'6� WXEHUFXORVLV� DQG PDODULD SUHYHQWLRQ DQG
WUHDWPHQW� 7KLV FROODERUDWLRQ EHWZHHQ JRYHUQPHQWV� FLYLO VRFLHW\� WKH SULYDWH VHFWRU� DQG DIIHFWHG
FRPPXQLWLHV LV SDUW RI DQ LQQRYDWLYH DSSURDFK WR JOREDO KHDOWK ILQDQFLQJ� 7KH *OREDO )XQG ZDV
FUHDWHG LQ UHVSRQVH WR D ODFN RI D SURPSW DQG HIILFLHQW JOREDO UHVSRQVH� DV ZHOO DV WKH QHFHVVLW\
IRU IXQGLQJ WR FRPEDW WKH WKUHH GHYDVWDWLQJ GLVHDVHV �.RKOHU HW DO�� ������ 7KH *OREDO )XQG
FRQWULEXWHV WR WKH ILJKW DJDLQVW WKH WKUHH GLVHDVHV LQ FORVH SDUWQHUVKLS ZLWK RWKHU ELODWHUDO DQG
PXOWLODWHUDO RUJDQL]DWLRQV� 6LQFH WKH FUHDWLRQ RI WKH *OREDO )XQG WZR GHFDGHV DJR� WKH
SDUWQHUVKLS SURSRVHV D V\VWHP EDVHG RQ IRXU QHZ LQWHUQDWLRQDO SULQFLSOHV� ³SDUWQHUVKLS� FRXQWU\
RZQHUVKLS� UHVXOWV�EDVHG ILQDQFLQJ� DQG WUDQVSDUHQF\´ �7KH *OREDO )XQG� ������ 7KH LQQRYDWLYH
SDUWQHUVKLS DGRSWV D QHZ DSSURDFK WR SXEOLF KHDOWK ILQDQFLQJ WKDW LV EXLOW RQ VKDUHG
DFFRXQWDELOLW\�DFURVV�DOO�VWDNHKROGHUV�

7KH *OREDO )XQG EULQJV WRJHWKHU H[SHULHQFH� NQRZOHGJH� DQG LQQRYDWLRQ IURP WKH SXEOLF DQG
SULYDWH VHFWRUV WR GHYHORS HIIHFWLYH DQG VXVWDLQDEOH KHDOWK V\VWHPV� ,WV ERDUG RI GLUHFWRUV EULQJV
WRJHWKHU PHPEHUV RI GRQRU JRYHUQPHQWV DQG LPSOHPHQWLQJ DJHQFLHV� 1*2V� WKH SULYDWH VHFWRU�
IRXQGDWLRQV� DQG FRPPXQLWLHV� 2ULJLQDOO\� WKH SDUWQHUVKLS LV VXSSRUWHG E\ GRQRU FRQWULEXWLRQV
RYHU D WKUHH�\HDU F\FOH� FRUUHVSRQGLQJ ZLWK WKH VR�FDOOHG �UHSOHQLVKPHQW SHULRGV� RI GRQRUV� 7KH
PDMRULW\ RI WKH IXQGV FRPH IURP GRQRU JRYHUQPHQWV� ZKLOH OHVV WKDQ ��� RI WKH PRQH\ LV UDLVHG
IURP WKH SULYDWH VHFWRU DQG RWKHU RUJDQL]DWLRQV �*)� ������ 7KH SDUWQHUVKLS PDQDJHV LWV
RSHUDWLRQV WKURXJK D FHQWUDO VHFUHWDULDW� %HQHILFLDU\ FRXQWULHV UHTXHVW JUDQWV IURP WKH 6HFUHWDULDW
WKURXJK�WKHLU�QDWLRQDO�FRRUGLQDWLQJ�RUJDQL]DWLRQV�

7KH *OREDO )XQG¶V 6HFUHWDULDW KDV EHHQ FRQVLGHUDEO\ UHIRUPHG� PRVW QRWDEO\ ZLWK WKH
LPSOHPHQWDWLRQ RI D QHZ IXQGLQJ PRGHO LQ ���� WR LPSURYH FRXQWU\ DOLJQPHQW DQG GHOLYHU\
HIILFLHQF\� 7KH QHZ IXQGLQJ PRGHO FRQVWDQWO\ HYROYHV LQ UHVSRQVH WR QHZ SULRULWLHV DQG
FLUFXPVWDQFHV� ,W DFNQRZOHGJHV WKDW PXOWL�VWDNHKROGHU SDUWQHUVKLSV DUH WKH EHVW DSSURDFK WR HQG
WKH HSLGHPLF RI WKH WKUHH GLVHDVHV� 7KLV PXOWL�VWDNHKROGHU SDUWQHUVKLS LQFOXGHV JRYHUQPHQWV�
FLYLO VRFLHW\� GLVHDVH YLFWLPV� WHFKQLFDO SDUWQHUV� WKH FRPPHUFLDO VHFWRU� DQG D YDULHW\ RI RWKHU
SDUWLFLSDQWV �.RHQLJ�DUFKLEXJL� ������ $FFRUGLQJ WR WKH SDUWQHUVKLS¶V RIILFLDO UHSRUWV� VLQFH LWV
HVWDEOLVKPHQW� WKH *) KDV GLVVHPLQDWHG RYHU ��� ELOOLRQ WR SURJUDPV ILJKWLQJ $,'6� 7%� DQG
0DODULD LQ DURXQG ��� FRXQWULHV �*) UHVXOWV UHSRUW� ������ 7KH PDMRULW\ RI WKH SDUWQHUVKLS¶V
LQYHVWPHQWV DUH EDVHG LQ WKH *OREDO 6RXWK� ZLWK D IRFXV RQ WKH 6XE�6DKDUDQ UHJLRQ� ZKLFK
UHFHLYHV�����RI�WKH�SDUWQHUVKLS¶V�LQYHVWPHQW��*)��������

�



7KH�*OREDO�)XQG�DQG�LWV�OLQNV�WR�&RXQWU\�RZQHUVKLS�DQG�1DWLRQDO
*RYHUQDQFH

:KHQ WKH *OREDO )XQG ZDV ILUVW HVWDEOLVKHG LQ ����� LW ODFNHG DSSURSULDWH DQG IXQFWLRQLQJ
DFFRXQWDELOLW\ PHFKDQLVPV� .RKOHU HW DO� ������ DUJXH WKDW WKH *OREDO IXQG¶V FRUUXSWLRQ HSLVRGHV
RI ���� DV ZHOO DV WKH ORVV RI GRQRU FRQILGHQFH FDQ EH OLQNHG WR WKH SDUWQHUVKLS
V IDLOXUH WR
HVWDEOLVK NH\ DQWL�FRUUXSWLRQ� WUDQVSDUHQF\� DQG DFFRXQWDELOLW\ �$&7$� IUDPHZRUNV WR SUHYHQW
IUDXG DQG FRUUXSWLRQ LQ LWV JUDQWV� :LWK LWV DGRSWLRQ RI WKH QHZ IXQGLQJ PRGHO LQ ����� WKH
SDUWQHUVKLS VKLIWHG WRZDUGV HPSKDVL]LQJ DFFRXQWDELOLW\ DV DQ LQWHJUDO SDUW RI LWV RSHUDWLRQV� 7KH
*OREDO )XQG KDV WDNHQ VHYHUDO LPSRUWDQW VWHSV WR VWUHQJWKHQ LWV DFFRXQWDELOLW\ PHFKDQLVPV� 7KH
*OREDO )XQG¶V PDQGDWH DVVHUWV WKDW JLYHQ WKH ³GLYHUVLW\ RI LQWHUHVWV DQG SHUVSHFWLYHV UHSUHVHQWHG
E\ LWV VWDNHKROGHUV� LW LV LPSHUDWLYH IRU WKH RUJDQL]DWLRQ WR RSHUDWH LQ D EDODQFHG� HWKLFDO�
FROODERUDWLYH��WUDQVSDUHQW�DQG�RSHQ�PDQQHU´��*)�HWKLFV�UHSRUW����������

,Q HYDOXDWLQJ WKH RUJDQL]DWLRQ
V UHODWLRQVKLS ZLWK FRXQWU\ OHDGHUVKLS DQG QDWLRQDO JRYHUQDQFH� DV
ZHOO DV WKH LPSDFW RI WKH *) RQ WKH DFFRXQWDELOLW\ D[LV EHWZHHQ UHFLSLHQW FRXQWULHV DQG WKHLU
FLWL]HQV� ZH QHHG WR WDNH LQWR DFFRXQW VHYHUDO GLIIHUHQW IDFWRUV� )LUVW� GRQRU FRXQWULHV
VLJQLILFDQWO\ LQIOXHQFH WKH DUFKLWHFWXUH DQG IXQGLQJ PRGHO RI WKH *OREDO )XQG� .RHQLJ ������
DVVHUWV WKDW :HVWHUQ QDWLRQV� ZKR DUH DOVR WKH PDLQ GRQRUV� ZLHOGHG WKH ELJJHVW LQIOXHQFH LQ WKH
GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI WKH *OREDO )XQG DV D JOREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQ�
7KH\ H[HUW VLJQLILFDQW LQIOXHQFH RYHU GHFLVLRQ�PDNLQJ� DJHQGD�VHWWLQJ� DQG WKH DOORFDWLRQ RI
IXQGV� )RU LQVWDQFH� PDMRU GRQRUV LQVLVWHG RQ GHVLJQDWLQJ WKH *OREDO )XQG DV D ILQDQFLDO
PHFKDQLVP WKDW RQO\ ILQDQFHV +,9�$,'6 DQG 7% UDWKHU WKDQ VXSSRUWLQJ RWKHU W\SHV RI
LQWHUYHQWLRQV�OLNH�UHLQIRUFLQJ�EDVLF�KHDOWKFDUH�IDFLOLWLHV��.RHQLJ�����������

'RQRU JRYHUQPHQWV DYRLGHG D ³FODVVLFDO LQWHUJRYHUQPHQWDO PRGHO´ LQ WKH FUHDWLRQ DQG
LPSOHPHQWDWLRQ RI WKH *) �LELG�� 7KXV� WKH ERDUG SURYLGHV YRWLQJ ULJKWV WR GRQRU JRYHUQPHQWV�
WKH SULYDWH VHFWRU DV ZHOO DV 1*2 UHSUHVHQWDWLYHV RI FRPPXQLWLHV DIIHFWHG E\ DOO WKUHH GLVHDVHV
�*)� ������ :LWKLQ WKH YRWLQJ PHPEHUV� WKH ERDUG HQFRPSDVVHV D JURXS LQFOXGLQJ UHJLRQDO
UHSUHVHQWDWLYHV RI LPSOHPHQWHU FRQVWLWXHQFLHV� 1RQHWKHOHVV� WKH YRWLQJ ERDUG PHPEHUV RI WKH *)
GR QRW LQFOXGH ORFDO JRYHUQPHQW UHSUHVHQWDWLYHV IURP WKH ORZ� DQG PLGGOH�LQFRPH QDWLRQV WKDW
DUH PRVW DIIHFWHG E\ WKH WKUHH GLVHDVHV� 7KXV� WKH *)¶V SDUWLFLSDWLRQ PRGHO SUHVHQWV DQ
DFFRXQWDELOLW\ YDFXXP GXH WR D ODFN RI DFWLYH UHSUHVHQWDWLRQ DQG FRPPXQLFDWLRQ ZLWK UHFLSLHQW
FRXQWULHV¶ OHDGHUVKLS DQG ORFDO JRYHUQDQFH� +HQFH� WKH FRPPXQLWLHV WKDW DUH PRVW DIIHFWHG E\ WKH
WKUHH GLVHDVHV ODFN WKH SURSHU FKDQQHOV RI DFFRXQWDELOLW\ ZLWK WKH *) VLQFH WKHLU JRYHUQPHQWV
ODFN�GHPRFUDWLF�DFFRXQWDELOLW\�LQ�WKLV�FDVH�

��



,I DOO UHFLSLHQW FRXQWULHV RQ WKH ERDUG ZHUH JUDQWHG FHUWDLQ YRWLQJ ULJKWV ZLWKLQ WKH ERDUG RI WKH
*)� WKH RUJDQL]DWLRQ PD\ KDYH D IXQGLQJ PHFKDQLVP WKDW EULGJHV WKLV DFFRXQWDELOLW\ JDS DQG
FRUUHVSRQGV WR SDWWHUQV RI GLVHDVH�DIIHFWHGQHVV� 0HPEHUV RI WKH *) ERDUG DUH UHIHUUHG WR DV
³UHSUHVHQWDWLYHV RI FRQVWLWXHQFLHV�´ <HW� ZKR DUH WKH\ UHDOO\ DFFRXQWDEOH WR DQG KRZ FDQ WKH\ EH
KHOG DFFRXQWDEOH WR WKH SHRSOH PRVW LPSDFWHG E\ WKHLU GHFLVLRQV" 5HJLRQDO UHSUHVHQWDWLYHV FDQ
KDUGO\ EH KHOG DFFRXQWDEOH RQ D FRXQWU\ OHYHO� .RHLQJ ������ ��� DUJXHV WKDW ³GHFLVLRQ�PDNHUV
VKRXOG EH DFFRXQWDEOH WR VSHFLILF FRQVWLWXHQFLHV LQ SURSRUWLRQ WR WKH SRZHU WKH\ ZLHOG RYHU WKRVH
FRQVWLWXHQFLHV�´ 7KHUHIRUH� WKHUH LV D QHHG IRU PRUH EDODQFH RI SRZHU DQG UHSUHVHQWDWLRQ ZLWKLQ
WKH *OREDO )XQG¶V ERDUG� 6WURQJHU FROODERUDWLYH GLDORJXH DPRQJVW WKH YRWLQJ ERDUG VHFUHWDULDW
DQG OHDGHUVKLS DW WKH FRXQWU\�OHYHO FDQ EH FULWLFDO WR HQVXULQJ WUDQVSDUHQF\� DFFRXQWDELOLW\� DQG
WKH HIIHFWLYH DOORFDWLRQ RI IXQGV WR WKH FRUUHFW EHQHILFLDU\ FRPPXQLWLHV IRU WKH QHFHVVDU\
SXUSRVHV� 7KH FXUUHQW FRQWH[W RI JOREDO KHDOWK LV FKDUDFWHUL]HG E\ FHUWDLQ JOREDO SRZHU
DV\PPHWULHV WKDW LQIOXHQFH NH\ GHFLVLRQV WKDW LPSDFW WKH KHDOWK DQG ZHOO�EHLQJ RI FHUWDLQ NH\
SRSXODWLRQV ZKR DUH QRW FRQVXOWHG KROLVWLFDOO\ DQG FDQ DFFRXQW IRU WKH UHVLVWDQFH RI FHUWDLQ KHDOWK
LQHTXLWLHV� 7KURXJK RXU SURMHFW� ZH ZLOO H[DPLQH WKH VKRUWFRPLQJV RI WKH *)¶V PRGHO DQG KRZ
WKH\ PLJKW UHLQIRUFH WKRVH SRZHU DV\PPHWULHV� XVLQJ FRXQWU\�VSHFLILF H[DPSOHV� :H ZLOO DOVR
DLP WR IXUWKHU HYDOXDWH WKH IXQGLQJ PRGHO DQG KRZ LW LPSDFWV WKH D[LV RI DFFRXQWDELOLW\ EHWZHHQ
JRYHUQPHQWV�DQG�WKHLU�SHRSOH�

��



)LJXUH�,,� .H\�3RSXODWLRQV�H[SODLQHG

7KH�WDEOH�EHORZ�KLJKOLJKWV�WKH�YDULRXV�VWDNHKROGHUV�DQG�FRPPXQLWLHV�WKDW�IDOO�ZLWKLQ�WKH�WHUP
³.H\�SRSXODWLRQV´�DFFRUGLQJ�WR�WKH�*OREDO�)XQG�GHILQLWLRQ�

��



9,,� 0HWKRGRORJ\

7KH UHVHDUFK ZLOO EH XQGHUWDNHQ SULPDULO\ WKURXJK OLWHUDWXUH UHYLHZ DQG NH\ LQIRUPDQW LQWHUYLHZV
ZLWK WKH *OREDO )XQG VHFUHWDULDW� SDUWQHU LQVWLWXWLRQV �LQFOXGLQJ :+2�� LPSOHPHQWHUV� &&0V�
DQG FRPPXQLW\ DQG SXEOLF KHDOWK VWDNHKROGHUV� :H ZLOO XVH D PL[HG�PHWKRGV DSSURDFK WKDW ZLOO
HPSOR\ KHDYLHU TXDOLWDWLYH UHVHDUFK PHWKRGV VXFK DV LQWHUYLHZV� GRFXPHQWV�UHSRUWV UHYLHZV� DQG
FDVH VWXGLHV� )RU RXU DSSURDFK� ZH ZLOO IRFXV RQ GLVFRXUVH �WKHPDWLF WH[WXDO DQDO\VLV� DQG DQ LQ
GHSWK�UHYLHZ�RI�YDULRXV�&&0�FDVH�VWXGLHV�WKURXJK�FRPPXQLW\�GULYHQ�VKDGRZ�UHSRUWV�
$V RXU UHVHDUFK SURJUHVVHV� ZH DLP WR IRFXV RQ D FHUWDLQ UHJLRQ RU FRXQWU\�VSHFLILF FDVH VWXGLHV�
SDUWLFXODUO\ WKH *OREDO )XQG SURMHFWV LQ 6XE�6DKDUDQ $IULFD� WR XQGHUVWDQG KRZ GRQRUV ZRUN
ZLWK QDWLRQDO JRYHUQPHQWV WR HQVXUH SXEOLF KHDOWK DFFRXQWDELOLW\ WR WKHLU FLWL]HQV� SDUWLFXODUO\ WKH
PRVW�YXOQHUDEOH�

7KH SULPDU\ OLWHUDWXUH IRU RXU UHVHDUFK LV SXEOLFO\�DYDLODEOH RIILFLDO UHSRUWV SXEOLVKHG E\ WKH
*OREDO )XQG� 7R HQVXUH D ULVN�PLWLJDWLQJ DSSURDFK ZLWK UHJDUG WR FRQILGHQWLDOLW\� ZH LQWHQG WR
OHDYH WKH RSWLRQ RI DQRQ\PLW\ DYDLODEOH IRU DQ\ SHUVRQV ZKR ZRUN ZLWK XV WKURXJKRXW WKH FRXUVH
RI WKLV LQYHVWLJDWLRQ DQG UHSRUW� 7KH DQRQ\PLW\ RI WKH LQWHUYLHZHHV IRU ULVN PLWLJDWLRQ ZLOO EH
HQVXUHG WKURXJK WKH FUHDWLRQ DQG XVH RI DQ DOSKDQXPHULF WRRO ZKLFK ZLOO DVVLJQ FRGH
QDPHV�QXPEHUV�WR�DQRQ\PL]H�WKH�LQWHUYLHZHHV�WKDW�ZRXOG�SUHIHU�WKLV�OHYHO�RI�FRQILGHQWLDOLW\�

:H ZLOO HQVXUH WUDQVSDUHQF\ DQG SURIHVVLRQDOLVP WKURXJKRXW WKH FRXUVH RI WKH ZRUN E\ PDNLQJ
VXUH DOO $53 FRPPXQLFDWLRQV DUH FRQGXFWHG WKURXJK RXU JURXS HPDLO
�$53�����*OREDO�+HDOWK�$UFKLWHFWXUH#JUDGXDWHLQVWLWXWH�FK� RU RWKHU RIILFLDO *UDGXDWH ,QVWLWXWH
HPDLOV�

��
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9,,,� /LWHUDWXUH�5HYLHZ

7KH�)XQGLQJ�0RGHO�DQG�LWV�OLQN�WR�$FFRXQWDELOLW\

7KH *OREDO )XQG GLG QRW DOZD\V PDLQWDLQ D VWHOODU UHSXWDWLRQ DFURVV FRXQWULHV� )RU LQVWDQFH� LQ
����� WKHUH ZDV D PHGLD VWRUP DERXW HSLVRGHV RI IUDXG DQG FRUUXSWLRQ E\ JUDQW UHFLSLHQWV �0FR\
HW DO�� ������ $V D UHVXOW� WKH *OREDO )XQG VXVSHQGHG RU WHUPLQDWHG VHYHUDO JUDQW DJUHHPHQWV GXH
WR WKH PLVDSSURSULDWLRQ RI IXQGV XQFRYHUHG E\ LWV LQVSHFWRU JHQHUDO� ,Q 'HFHPEHU RI ����� WKH
)XQG DQQRXQFHG WKDW ��� PLOOLRQ KDG EHHQ PLVDSSURSULDWHG LQ IRXU $IULFDQ FRXQWULHV� 'MLERXWL�
0DOL� 0DXULWDQLD� DQG =DPELD �*)� ������ 7KHVH DFWV RI IUDXG OHG WR WKH ORVV RI ODUJH GRQRU
IXQGV� UHVXOWLQJ LQ WKH VXVSHQVLRQ RI DQ HQWLUH IXQGLQJ URXQG �5RXQG ���� DV ZHOO DV WKH
UHVLJQDWLRQ RI WKH SDUWQHUVKLS
V H[HFXWLYH GLUHFWRU DQG QXPHURXV VHQLRU SHUVRQQHO �0FR\ HW DO��
������

7KLV FULVLV MHRSDUGL]HG WKH *OREDO )XQG
V FUHGLELOLW\ DQG UHSXWDWLRQ DQG SXVKHG IRU DGGLWLRQDO
UHIRUPV DQG UHFRQVWUXFWLRQV RI WKH SDUWQHUVKLS� 0RUHRYHU� ZKHQ DOORFDWLQJ LWV IXQGV� WKH *OREDO
)XQG WHQGV WR RYHUORRN WKH GLVSURSRUWLRQDWH EXUGHQ RI WKH WKUHH GLVHDVHV� ZKLFK UHPDLQV KLJK LQ
WKH *OREDO 6RXWK �)RUG� ������ )RU LQVWDQFH� HYHQ WKRXJK $IULFDQ FRXQWULHV DFFRXQW IRU ��� RI
WKH JOREDO PDODULD EXUGHQ� WKH\ RQO\ UHFHLYH OHVV WKDQ ��� RI WKH SDUWQHUVKLS
V PDODULD IXQGLQJ
�7HNOHKDLPDQRW� ������ )XUWKHUPRUH� ZKHQ WKH *OREDO )XQG ZDV ILUVW HVWDEOLVKHG LQ ����� LW
ODFNHG DSSURSULDWH DQG IXQFWLRQLQJ DFFRXQWDELOLW\ PHFKDQLVPV� )RU WKDW� WKH SDUWQHUVKLS¶V QHZ
IXQGLQJ�ZDV�UHGHVLJQHG�WR�LPSURYH�KRZ�FRXQWULHV�FRXOG�DSSO\�IRU�IXQGLQJ�

2QH RI WKH PDLQ UHIRUPV RI WKH *OREDO )XQG ZDV WKH FUHDWLRQ RI WKH QHZ IXQGLQJ PRGHO DW WKH
HQG RI ����� )ROORZLQJ :RUOG %DQN GDWD� WKH QHZ PRGHO FODVVLILHG FRXQWULHV LQWR ³FDWHJRULHV´
EDVHG RQ GLVHDVH EXUGHQ DQG LQFRPH OHYHO �*)� ������ 7KH QHZ PRGHO HOLPLQDWHG WKH LQLWLDO
³URXQGV�EDVHG´ V\VWHP LQ ZKLFK FDOOV IRU DSSOLFDWLRQV ZHUH UHOHDVHG UHJXODUO\ DQG ZKHUH
FRXQWULHV FRPSHWHG IRU IXQGV� 7KH QHZ PRGHO DOVR VKLIWHG WRZDUGV DQ DSSURDFK WKDW IXUWKHU
FRQGLWLRQV JUDQWHH UHDGLQHVV� 8QGHU WKLV QHZ DSSURDFK� WKH *OREDO )XQG ZLOO DOORZ FRXQWULHV WR
DSSO\�WKURXJKRXW�WKH�\HDU�EDVHG�RQ�WKHLU�QDWLRQDO�EXGJHW�FDOHQGDU�

7KH HVVHQWLDO DVSHFW RI WKH QHZ PRGHO LV WKDW HDFK FRXQWU\ ZLOO NQRZ KRZ PXFK PRQH\ WKH\ ZLOO
EH DEOH WR DSSO\ IRU DQG UHFHLYH DW WKH VWDUW RI HDFK WKUHH�\HDU EXGJHW DOORFDWLRQ F\FOH� 7KH QHZ
PRGHO DOORZV FRXQWULHV WR DFFHVV WZR GLVWLQFW IXQGLQJ VWUHDPV� LQGLFDWLYH DQG LQFHQWLYH IXQGLQJ�
7KH LQGLFDWLYH IXQGV DUH GLVWULEXWHG IROORZLQJ D %RDUG�DSSURYHG DOORFDWLRQ IRUPXOD EDVHG RQ
GLVHDVH EXUGHQ DQG �DELOLW\ WR SD\� ZKLOH WKH LQFHQWLYH IXQGV DUH VWUXFWXUHG FRPSHWLWLYHO\� ([WUD
IXQGV ZLOO EH DZDUGHG IRU KLJK�LPSDFW LQWHUYHQWLRQV WKDW JR DERYH DQG EH\RQG WKH LQGLFDWHG
EXGJHW �*)� �������� 7KH XSGDWHG PRGHO
V SXUSRVH LV WR DGRSW D �KROLVWLF DSSURDFK� WR

��



IXQGDPHQWDOO\ DOWHU WKH ZD\ WKH *OREDO )XQG FROODERUDWHV ZLWK SDUWQHUV DQG QDWLRQDO
LPSOHPHQWHUV��LELG���

7KH PDLQ IHDWXUHV RI WKH QHZ PRGHO LQFOXGH D FRXQWU\ GLDORJXH ZKLFK LV D IRUPDOL]HG
VWDNHKROGHU HQJDJHPHQW SURFHVV WKDW LQFOXGHV WHFKQLFDO H[SHUWV� UHSUHVHQWDWLYHV RI SHRSOH
DIIHFWHG E\ WKH WKUHH GLVHDVHV� JRYHUQPHQW OHDGHUV� FLYLO VRFLHW\� DQG RWKHU UHOHYDQW SDUWLHV� 7KH
SDUWLFLSDQWV RI WKLV FRXQWU\ GLDORJXH ZLOO FRPH WRJHWKHU DQG UHSUHVHQW WKH FRXQWU\ FRRUGLQDWLQJ
PHFKDQLVP �&&0�� 7KH &&0 ZLOO GHYHORS D GRFXPHQW FDOOHG WKH QDWLRQDO VWUDWHJLF SODQ �*)�
������ &RQVHTXHQWO\� EDVHG RQ WKH FRXQWU\ GLDORJXH DQG WKH QDWLRQDO VWUDWHJLF SODQ� WKH &&0
ZLOO GHYHORS DQG VXEPLW D FRQFHSW QRWH ZKLFK ZLOO EH UHYLHZHG E\ DQ LQGHSHQGHQW WHFKQLFDO
UHYLHZ SDQHO DQG WKH *OREDO )XQG¶V JUDQW DSSURYDO FRPPLWWHH� 7KH DSSURYDO RI WKH IXQGLQJ E\
WKRVH WZR ERGLHV PDUNV WKH EHJLQQLQJ RI WKH GLVFXVVLRQ DQG QHJRWLDWLRQ RQ KRZ WKH SURJUDP ZLOO
EH�LPSOHPHQWHG�

7KLV VWDJH LV FDOOHG JUDQW�PDNLQJ DQG LW KDSSHQV EHIRUH WKH *OREDO )XQG VLJQV RII RQ WKH ILQDO
JUDQW� 2QFH WKH ERDUG KDV VLJQHG RII RQ WKH JUDQW� WKH PRQH\ ZLOO EH PDGH DYDLODEOH IRU SURMHFW
LPSOHPHQWDWLRQ� 7KH UHVHDUFK ZLOO H[SORUH ZKHWKHU WKH QHZ IXQGLQJ PRGHO PDQDJHG WR HQKDQFH
WKH *OREDO )XQG¶V DFFRXQWDELOLW\ PHFKDQLVPV WR EHWWHU VXSSRUW QDWLRQDO JRYHUQDQFH DQG
VWHZDUGVKLS RU QRW� 7KH UHVHDUFK ZLOO DOVR IRFXV RQ FULWLFDOO\ H[DPLQLQJ WKH DIRUHPHQWLRQHG
SRZHU DV\PPHWULHV RI WKH *OREDO )XQG DQG LQFRUSRUDWH FRXQWU\�VSHFLILF FDVH VWXGLHV WR KLJKOLJKW
WKRVH VKRUWFRPLQJV DQG SUHVHQW UHFRPPHQGDWLRQV RQ KRZ WR HQKDQFH WKH LPSDFW RI WKH *OREDO
)XQG�RQ�FRXQWU\�OHDGHUVKLS��JRYHUQDQFH��DQG�DFFRXQWDELOLW\�

7KH &&0 FRXOG EH FRQVLGHUHG DV D WRRO FUHDWHG WR IRVWHU FRXQWU\ RZQHUVKLS RI GRQRU IXQGLQJ
IURP WKH *)� 1RQHWKHOHVV� RXU OLWHUDWXUH UHYLHZ UHYHDOHG WKDW WKLV IXQGLQJ PRGHO GRHV QRW DOZD\V
JXDUDQWHH WKDW UHFLSLHQW FRXQWULHV DOZD\V KDYH FRQWURO RYHU GRQRU�IXQGHG SURJUDPV� 0DWWKHZV 	
2QRNZDL ������� DPRQJ RWKHUV� DUJXH WKDW WKH FRXQWU\ RZQHUVKLS UKHWRULF LV EHFRPLQJ D
EX]]ZRUG WKDW ³GLVJXLVHV WKH FRQWLQXHG XVH RI WKH JUHDWHU SRZHU RI WKH LQWHUQDWLRQDO GRQRUV DQG
GRHV QRW UHSUHVHQW D PHDQLQJIXO VKLIW LQ SRZHU WRZDUG WKH DJHQWV RI WKH UHFLSLHQW FRXQWULHV�´
+RZHYHU� GHVSLWH WKH IRXQGDWLRQDO HOHPHQW RI FRXQWU\ RZQHUVKLS SUHVHQW LQ WKH *)� WKH
SDUWQHUVKLS QHHGV EHWWHU HYDOXDWLYH DQG DFFRXQWDELOLW\ IUDPHZRUNV DV WKH\ KDYH EHHQ FLWHG WR
XQGHUPLQH QDWLRQDO VRYHUHLJQW\ E\ OLPLWLQJ GHFLVLRQ�PDNLQJ SRZHU� DQG LQ VRPH ZD\V UHVWULFWLQJ
JRYHUQDQFH FDSDFLW\� 2XU UHVHDUFK ZLOO UHYLHZ WKH VWUXFWXUHV DQG SURFHVVHV RI JOREDO KHDOWK
ILQDQFLQJ�LQVWLWXWLRQV�WKDW�DIIHFW�QDWLRQDO�DFFRXQWDELOLW\�PHFKDQLVPV�
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3DVW�DQG�3UHVHQW�7UHQGV�LQ�'HYHORSPHQW�$VVLVWDQFH
IRU�+HDOWK�DQG�*OREDO�+HDOWK�)LQDQFLQJ

$ GHFRORQL]LQJ DSSURDFK WR VROXWLRQL]LQJ VXVWDLQDEOH *OREDO +HDOWK ILQDQFLQJ IRU ORZ
PLGGOH�LQFRPH FRXQWULHV� KDV WR GR ZLWK EUHDNLQJ DZD\ IURP WKH QRUWK�VRXWK GRQRU UHFLSLHQW
SRZHU FRPSOH[ WKDW GHYHORSPHQW DVVLVWDQFH IRU KHDOWK �'$+� DQG DLG IXQGLQJ LV GHHSO\ IRXQGHG
LQ� :KHQ ZH HYDOXDWH WKH OLWHUDWXUH WKDW GHWDLOV KRZ JOREDO KHDOWK ILQDQFLQJ KDV EHHQ
FKDUDFWHUL]HG�RYHU�WLPH��LQVLJKW�LQWR�WKH�H[WHQW�RI�WKH�SRZHU�DV\PPHWULHV�FDQ�EH�UHYHDOHG�

7KLV SRUWLRQ RI WKH OLWHUDWXUH UHYLHZ ZLOO HYDOXDWH ZRUN WKDW KDV H[DPLQHG DQG DQDO\]HG WUHQGV LQ
JOREDO KHDOWK ILQDQFLQJ DQG GHYHORSPHQW DVVLVWDQFH IRU KHDOWK IXQGLQJ GLVEXUVHPHQWV RYHU WKH
ODVW WKUHH RU VR GHFDGHV� +HUH ZH WDNH D ORRN DW KRZ WKH SULQFLSDO *OREDO +HDOWK IXQGLQJ
DJHQFLHV� VSHFLILFDOO\ WKH *OREDO IXQG� KDYH EHHQ QRW RQO\ QHFHVVDU\ IRU FRXQWU\ VXSSRUW EXW DOVR
D QRUP�VHWWLQJ DFWRU LQ WKH ODQGVFDSH RI *OREDO +HDOWK ILQDQFLQJ DQG LQLWLDWLYHV� 7KLV SRUWLRQ RI
WKH OLWHUDWXUH UHYLHZ ZLOO DOVR KLJKOLJKW VRPH RI WKH GLIILFXOWLHV WKDW H[LVW ZLWKLQ WKH G\QDPLFV RI
IXQGLQJ DQG VXVWDLQLQJ KHDOWK DQG GHYHORSPHQW ZRUN ZKLOVW QDYLJDWLQJ GHFLVLRQ�PDNLQJ SRZHU
FRPSOH[HV�DQG�VRYHUHLJQ�FDSDFLW\�

7KH SDSHU� ³'HYHORSPHQW DVVLVWDQFH IRU KHDOWK� SDVW WUHQGV� DVVRFLDWLRQV� DQG WKH IXWXUH RI
LQWHUQDWLRQDO ILQDQFLDO IORZV IRU KHDOWK�´ HYDOXDWHG DQQXDO UHSRUWV� DXGLWHG EXGJHW VWDWHPHQWV� DQG
SURMHFW UHFRUG GDWD RI YDULRXV LQWHUQDWLRQDO DJHQFLHV WKDW GLVSHUVHG GHYHORSPHQW DVVLVWDQFH IRU
KHDOWK �'$+� IURP ���� WR WKH HQG RI ���� IRU WKH SXUSRVH RI DQDO\]LQJ SDWWHUQV LQ KHDOWK
ILQDQFLQJ RYHU WKH \HDUV WR SUHGLFW IXWXUH WUHQGV� 7KH ILQGLQJV RI WKLV VWXG\ KLJKOLJKW WKH FKDQJHV
LQ�VSHQGLQJ�IOXFWXDWLRQV�EDVHG�RQ�WLPH�SHULRG��KHDOWK�LVVXHV��DQG�VRFLRSROLWLFDO�HUD�

)URP ���� WR ����� '$+ GLVEXUVHPHQWV LQFUHDVHG DW D JUHDWHU UDWH WKDQ LQ WKH GHFDGH EHIRUH�
$FFRUGLQJ WR 5REHUW +HFKW DQG 5DM 6KDK¶V FKDSWHU� ³5HFHQW 7UHQGV DQG ,QQRYDWLRQV LQ
'HYHORSPHQW $VVLVWDQFH IRU +HDOWK SXEOLVKHG LQ 'LVHDVH &RQWURO 3ULRULWLHV LQ 'HYHORSLQJ
&RXQWULHV SXEOLVKHG LQ ����� WKH UHDVRQ IRU LQFUHDVHG '$+ GXULQJ WKH ILUVW GHFDGH WR WKH QH[W
FRXOG EH YHU\ ZHOO DVVRFLDWHG ZLWK WKH JHQHVLV RI PDMRU IXQGLQJ DJHQFLHV DQG WKH QHZ
DYDLODELOLW\ RI IXQGV GXULQJ ��������� HVSHFLDOO\� +HWFK DQG 6KDK
V ILQGLQJV DUH VXSSRUWHG LQ WKH
WKLUG *OREDO IXQG 5HSOHQLVKPHQW UHSRUW RQ WUHQGV ,Q 'HYHORSPHQW $VVLVWDQFH DQG 'RPHVWLFV
)LQDQFLQJ IRU +HDOWK LQ ,PSOHPHQWLQJ &RXQWULHV� ZKLFK VKRZV WKH *OREDO )XQG� *$9,� VSHFLDO
IXQGLQJ IRU +,9�$,'6 IURP WKH 86� DV ZHOO DV LQWHQVH JURZWK LQ JUDQW DZDUGV IURP WKH %LOO 	
0HOLQGD *DWHV )RXQGDWLRQ DQG :RUOG %DQN ,QWHUQDWLRQDO 'HYHORSPHQW $VVRFLDWLRQ �,'$� JUDQWV
DV�FDQRQLFDO�IXQGLQJ�VRXUFHV�LQ�WKH�EHJLQQLQJ�RI�WKH�'$+�ODQGVFDSH�

)XUWKHUPRUH� IXQGLQJ WKDW ZDV DVVRFLDWHG ZLWK 0'*V ZDV VHHQ WR KDYH LQFUHDVHG WKH PRVW
GXULQJ WKLV WLPH SHULRG DQG VWDJQDWHG DURXQG ���� RQZDUG� 7KLV FRXOG KDYH OLNHO\ EHHQ GXH WR
WKH JOREDO VRFLR�SROLWLFDO VKLIW IURP 0LOOHQQLXP 'HYHORSPHQW *RDOV WR VXVWDLQDEOH GHYHORSPHQW
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JRDOV� 7KLV UHSRUW DOVR KLJKOLJKWV WKH UROH RI SULQFLSDO IXQGHUV OLNH 7KH *OREDO )XQG DQG *$9, LQ
QRW RQO\ VKLIWLQJ EXW DOVR FUHDWLQJ WKH VSDFH IRU PXOWLODWHUDO DSSURDFKHV WR ILQDQFLQJ KHDOWK� 7KH
*OREDO )XQG HVSHFLDOO\� FDWDSXOWHG WKH DJHQGD IRU ILQDQFLQJ IRU KHDOWK IRU +,9�$,'V� 7% DQG
0DODULD GXULQJ WKH EHJLQQLQJ RI WKH ILUVW GHFDGH RI WKH ����V �6KDK HW DO�� ������ 'HVSLWH
VLJQLILFDQW GHYHORSPHQWV LQ ILQDQFLDO IORZV IRU KHDOWK ZLWKLQ WKH ODQGVFDSH RI WKH 0'*V� LQ DQ
HUD RI LQWHQVH JHRSROLWLFDO DQG VRFLRFXOWXUDO FKDQJH� WKHUH DUH VWLOO LQKHUHQW GLIILFXOWLHV
FRQFHUQLQJ SXEOLF KHDOWK EXUHDXFUDF\ WKDW KDYH IL[HG FHUWDLQ FRXQWULHV LQ IDYRUDEOH SRVLWLRQV
RYHU RWKHUV DORQJ WKH OLQHV RI GHHS�URRWHG SRZHU DV\PPHWULHV� 7KH LQWHUSUHWDWLRQ RI WKH ILQGLQJV
RI WKLV SDSHU LV WKDW ORZ�LQFRPH FRXQWULHV FDQ EH H[SHFWHG WR FRQWLQXH EHLQJ GHSHQGHQW RQ
GHYHORSPHQW�DVVLVWDQFH�

6LQFH WKH XVKHULQJ RI D QHZ HUD ZLWK 6XVWDLQDEOH GHYHORSPHQW *RDOV DQG WRGD\ DW WKH PLGSRLQW RI
WKH ���� DJHQGD JRDOV RI WKHVH 6'*V� WKHUH KDYH EHHQ VHYHUDO FRPSOH[ DQG PXOWLOD\HUHG LVVXHV
KLJKOLJKWHG UHJDUGLQJ WKH VXVWDLQDELOLW\ RI ILQDQFLDO IORZV IRU KHDOWK SURMHFWV DQG LQLWLDWLYHV� 7KH
DUWLFOH¶V RYHUYLHZ VOLJKWO\ UHYHDOV KRZ VRFLDO DQG GHPRJUDSKLF WUDQVLWLRQV LPSDFW KRZ IXQGV IRU
KHDOWK DUH GLVEXUVHG LQ WHUPV RI GXUDWLRQ DQG DPRXQW� 0RVW LPSRUWDQWO\ LW VKRZV KRZ KHDOWK
LVVXHV DVVRFLDWHG ZLWK D FHUWDLQ OHYHO RI SURILOH DQG DVVRFLDWHG SRVLWLRQDOLW\ FDQ GLFWDWH WKH
OLNHOLKRRG RI IXQGV EHLQJ GLVEXUVHG DV ZH VDZ WKDW WKH 0LOOHQQLXP GHYHORSPHQW JRDOV ZHUH D
QHFHVVDU\ FDWDO\VW WR EHJLQ D ODQGVFDSH IRU JOREDO KHDOWK IXQGLQJ IRU +,9� 7%� DQG 0DODULD�
HVSHFLDOO\ LQ WKH ORZ PLGGOH�LQFRPH FRXQWULHV ZKHUHLQ PDQ\ RI WKHVH KHDOWK LVVXHV� ZHUH
K\SHU�FRQFHQWUDWHG�

$ GHFRORQL]LQJ DSSURDFK WR JOREDO KHDOWK ILQDQFLQJ FULWLFDOO\ FRQVLGHUV WKH GRQRU�UHFLSLHQW SRZHU
G\QDPLFV ZKHUHLQ WKH *OREDO QRUWK *OREDO VRXWK 'LFKRWRP\ SUHVHQW LQIOXHQFHV ILQDQFLDO IORZV
DQG VXVWDLQDELOLW\ RI LQWHUYHQWLRQV� 7KH LQKHUHQW FRORQLDOLW\ RI JOREDO KHDOWK UHYHDOV LWVHOI LQ
PDQ\ ZD\V ZLWKLQ WKH UHDOP RI KHDOWK ILQDQFLQJ� SDUWLFXODUO\ WKURXJK WKH OLPLWHG DFFRXQWDELOLW\
PHFKDQLVPV IRU KHDOWK IXQGLQJ DJHQFLHV DQG WUDQVSDUHQW HYDOXDWLYH WRROV WR PHDVXUH DQG WUDFN
KHDOWK H[SHQGLWXUH� FRPPLWPHQW� DQG FRXQWU\ RZQHUVKLS� %HFDXVH RI H[LVWLQJ SRZHU
DV\PPHWULHV H[LVWLQJ EHWZHHQ /0,&V DQG JOREDO KHDOWK IXQGLQJ DJHQFLHV� ILQDQFLDO
DUUDQJHPHQWV DPRQJVW WKH WZR HQWLWLHV VRPHWLPHV KDQGLFDSV WKHVH FRXQWULHV E\ GLPLQLVKLQJ WKHLU
DJHQF\ DQG JRYHUQDQFH FDSDFLWLHV LQ HIIRUWV WR WDFNOH FHUWDLQ KHDOWK LVVXHV� &ULWLFDO UHIOHFWLRQ RQ
ZKDW KDV KDSSHQHG DQG ZKDW LV WKH FXUUHQW QDUUDWLYH KHOSV VLWXDWH RXU FRQWH[WXDO DQDO\VLV IRU
H[DPLQLQJ�WKH�*OREDO�IXQG�DQG�LWV�FRXQWU\�UHODWLRQV�

7R IXUWKHU H[SORUH KRZ SRZHU SOD\V DQ LPPHQVH UROH LQ WKH VXFFHVV� VXVWDLQDELOLW\� DQG HIILFLHQF\
RI ILQDQFLDO IORZV IRU KHDOWK E\ ELJ IXQGHUV LW LV KHOSIXO WR ORRN DW KRZ WUHQGV LQ GLVEXUVHPHQW WR
ORZHU�LQFRPH FRXQWULHV� VSDFHV UHOHJDWHG WR WKH JOREDO VRXWK� DQG �RU� WKH ³UHFLSLHQWV´ LQ WKH
³GRQRU �UHFLSLHQW´ GLFKRWRP\ KDYH XQIROGHG WKURXJK IURP WKH EHJLQQLQJ RI WKH 0LOOHQQLXP WR
WKH FXUUHQW WLPHV ZKHUH *OREDO +HDOWK ,QLWLDWLYHV DQG JOREDO KHDOWK IXQGLQJ DUH EHLQJ HYDOXDWHG
IRU�UHIRUP�
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,Q WKH SDSHU HQWLWOHG )DFWRUV DVVRFLDWHG ZLWK WKH GLVEXUVHPHQWV RI GHYHORSPHQW DVVLVWDQFH IRU
KHDOWK LQ ORZ�LQFRPH DQG PLGGOH�LQFRPH FRXQWULHV� ����±����� WKH DXWKRUV H[WUDFWHG GDWD IURP
WKH &UHGLWRU 5HSRUWLQJ 6\VWHP RI WKH 2UJDQL]DWLRQ IRU (FRQRPLF &R�RSHUDWLRQ DQG
'HYHORSPHQW� ,QVWLWXWH IRU +HDOWK 0HWULFV DQG (YDOXDWLRQ� DQG WKH :+2 1DWLRQDO +HDOWK
$FFRXQWV GDWDEDVH WR H[DPLQH ³WKH FKDUDFWHULVWLFV RI DVVLVWDQFH WKDW PD\ EH DVVRFLDWHG ZLWK
FRPPLWWHG DVVLVWDQFH WKDW LV GLVEXUVHG´ �0RLWUD HW DO�� ������ 7KH YHU\ UHFHQW SDSHU KLJKOLJKWV
WKH OLPLWHG EXW QHFHVVDU\ QDWXUH RI OLWHUDWXUH WKDW H[DPLQHV WKH SDWWHUQV LQ GHYHORSPHQW
DVVLVWDQFH DQG KRZ DLG GLVEXUVHPHQWV FRPPLWPHQWV DUH UHDOL]HG DQG VXVWDLQHG� ,W LV DOUHDG\
XQGHUVWRRG WKDW '$+ LV D FULWLFDO VRXUFH RI IXQGLQJ IRU PDQ\ ORZHU�PLGGOH�LQFRPH FRXQWULHV�
DQG ZLWKLQ WKLV H[LVWLQJ VSDFH WKHUH DUH PXOWLOHYHOHG FRPSOH[LWLHV HVSHFLDOO\ ZLWK UHJDUG WR
H[DPLQLQJ GLVEXUVHPHQW WUHQGV EHFDXVH OLPLWHG GDWD DV ZHOO DV PHWULFV IURP PDQ\ GLIIHUHQW
VRXUFHV�PDNH�PHDVXULQJ�'$+�FKDOOHQJLQJ�

,W LV DOVR ZHOO NQRZQ WKDW WKH SURSRUWLRQ RI FRPPLWWHG '$+ GRHV QRW DOZD\V DOLJQ ZLWK WKH
DPRXQW GLVEXUVHG� 7KH UHVXOWV IURP WKLV H[DPLQDWLRQ UHYHDO WKDW FHUWDLQ FKDUDFWHULVWLFV DUH
DVVRFLDWHG ZLWK HLWKHU PRUH RU OHVV '$+ UHVRXUFH GLVEXUVHPHQW IRU /0,&V� )RU LQVWDQFH�
WKURXJK WKH \HDUV� WKH WUHQGV IRU '$+ UHVRXUFHV WKDW KDYH WR GR ZLWK DWWULEXWLQJ PRUH WKDQ ��
SHUFHQW RI UHVRXUFHV WR DGPLQLVWUDWLYH H[SHQVHV XVXDOO\ KDYH ORZHU GLVEXUVHPHQW UHODWLYH WR WKH
FRPPLWWHG DPRXQW� ZKHQ WKH SXEOLF WUXVW LV PRUH IHUYHQW DQG SHUFHSWLRQV RI FRUUXSWLRQ DUH ORZHU
WKLV LV DVVRFLDWHG ZLWK KLJKHU GLVEXUVHG FRPPLWPHQW DVVRFLDWHG ZLWK FRPPLWPHQW �0RLWUD�
&RJVZHOO��	�0DGGLVRQ�HW�DO���������

)XUWKHUPRUH� ZKHQ WKHUH LV D JUHDWHU SROLWLFDO IUDJLOLW\� WKLV LV DOVR DVVRFLDWHG ZLWK ORZHU
GLVEXUVHPHQW UHODWLYH WR FRPPLWPHQW� 7KLV SDSHU KLJKOLJKWV KRZ DGPLQLVWUDWLYH H[SHQVHV
DVVRFLDWHG ZLWK WKH IXQGLQJ DQG VRFLRSROLWLFDO DQG JRYHUQDQFH LQGLFDWRUV RI SHUFHLYHG FRUUXSWLRQ
RU IUDJLOLW\ DUH FULWLFDO LQGLFDWRUV IRU KRZ ILQDQFLDO DVVLVWDQFH IRU KHDOWK IXQGLQJ IORZV� 7R H[SDQG
RQ WKH H[SORUDWLRQ RI WUHQGV RI ILQDQFLDO IORZV IRU KHDOWK LQ WKH JOREDO KHDOWK VSDFH� WKLV QH[W
DUWLFOH VLWXDWHV WKH UHODWLRQDO GLVFUHSDQFLHV EHWZHHQ DQ /0,& DQG SULQFLSDO IXQGLQJ DJHQFLHV ZLWK
UHJDUGV�WR�VXVWDLQDELOLW\�DQG�WUXVW�

,Q WKLV VWXG\� DOWHUQDWLYH ILQDQFLQJ PHFKDQLVPV IRU $57 SURJUDPV LQ KHDOWK IDFLOLWLHV LQ 8JDQGD�
D PL[HG�PHWKRGV DSSURDFK� UHVHDUFKHUV VRXJKW WR LGHQWLI\ WKH IXQGLQJ VWUDWHJLHV DGRSWHG E\
GLIIHUHQW KHDOWK IDFLOLWLHV LQ 8JDQGD� E\ H[SORULQJ WKH YDULHG G\QDPLFV RI KHDOWK ILQDQFLQJ
PHFKDQLVPV LQ WKH JOREDO KHDOWK DSSDUDWXV �=DNXPXPSD� +�� %HQQHWW� 6� 	 6VHQJRRED� HW DO��
������ 7KLV SDSHU DGGV D QHFHVVDU\ QXDQFH UHYHDOLQJ QDWLRQDO HIIRUWV WR VXVWDLQ KHDOWK SURMHFWV LQ
/0,&6 WKDW DUH WKH PDLQ UHFLSLHQWV RI PDQ\ SULQFLSDO KHDOWK ILQDQFLQJ IXQGV� 7R H[SORUH WKH
YDULHG ILQDQFLQJ PHFKDQLVPV WKDW GLIIHUHQW KHDOWK IDFLOLWLHV XVHG� ��� GLIIHUHQW KHDOWK IDFLOLWLHV
EHWZHHQ ���� DQG ���� LQ 8JDQGD DV D SUHOLPLQDU\ WHVW DQG WKHQ WKHUH IROORZHG LQ�GHSWK VWXGLHV
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RI � KHDOWK IDFLOLWLHV� VHPL�VWUXFWXUHG LQWHUYLHZV ZLWK FOLQLF PDQDJHUV� DQG ODVWO\ TXDOLWDWLYH GDWD
DQDO\VLV��=DNXPXPSD��+���%HQQHWW��6��	�6VHQJRRED��HW�DO���������

7KH ILQDQFLQJ PHFKDQLVPV ZHUH GLIIHUHQWLDWHG E\ IDFLOLW\ W\SH� WKH VWXG\ IRXQG WKDW SULYDWH
QRW�IRU�SURILW SURYLGHUV ZHUH PRUH H[WHUQDOO\ IRFXVHG �PXOWLSOH JUDQWV� SKLODQWKURSLF DLG��
IRU�SURILW SURYLGHUV ZHUH PRUH FOLHQW�RULHQWHG �IHH�IRU�VHUYLFH� LQVXUDQFH VFKHPHV�� DQG SXEOLF
IDFLOLWLHV VRXJKW RWKHU IXQGLQJ VWUHDPV QRW GLVVLPLODU WR RWKHU KHDOWK IDFLOLW\ RZQHUVKLS�W\SHV
�=DNXPXPSD� +�� %HQQHWW� 6� 	 6VHQJRRED� HW DO�� ������ 7KLV VSHFLILF VWXG\ IRFXVHG RQ
ILQDQFLQJ IRU $57 DQG IRXQG WKDW IRU WKH PRVW SDUW WKH KHDOWK IDFLOLWLHV LQ 8JDQGD OHYHUDJHG
DOWHUQDWLYH IRUPV RI IXQGLQJ IRU $57 GHYLDWLQJ IURP XVLQJ *+, IXQGLQJ� 7R H[WHQG� WKH
TXDOLWDWLYH HYLGHQFH VKRZHG WKDW WKH IXQGLQJ FRPLQJ IURP JRYHUQPHQW DQG *+,6 IRU $57
GHOLYHU\ VSHFLILFDOO\ ZDV QRW HQRXJK� LQ WKDW GUXJV DQG FRPPRGLWLHV ZHUH FRYHUHG DV SULQFLSDO
FRPSRQHQWV RI $57 EXW QRW WKH UHVW RI WKH IDFWV WKDW PDNH XS WKH FRPSOH[ LQWHUYHQWLRQ� IRU
LQVWDQFH� FRVW IRU WUHDWPHQW RI +,9�DVVRFLDWHG RSSRUWXQLVWLF LQIHFWLRQV �23,V� DUH QRW D SDUW RI WKH
PDLQ $57 SDFNDJH IURP SULQFLSDO IXQGHUV� 7KH LQWHUYLHZHHV GHWDLOHG WKH DUHDV ZKLFK DUH QRW
VXSSRUWHG E\ WKHLU PDLQ IXQGHU ZKLFK DUH FULWLFDO HOHPHQWV LQ ZKHUH VXSSOHPHQWDO IXQGLQJ LV
XVHG� ,QWHUYLHZHHV DOVR GHWDLOHG WKDW WKH\ ORRNHG WR PXOWLSOH IXQGLQJ FKDQQHOV EHFDXVH RI WKH
³WLPH�OLPLWHG QDWXUH RI *+, IXQGLQJ´� $OVR� WKH LVVXH RI KDYLQJ WR QDYLJDWH DEUXSW HQGV WR
SURMHFW JUDQWV� DQG GLVFRQWLQXHG IXQGLQJ ZDV PHQWLRQHG� $JDLQ� DOO WKLV LV VSHFLILF WR $57
SURJUDPV ZKLFK KDYH YDULHG VRFLR�SROLWLFDO LPSOLFDWLRQV JLYHQ WKH ³VHQVLWLYLW\´ VXUURXQGLQJ
+,9�$,'6 DQG YXOQHUDEOH SHRSOH JURXSV OLYLQJ ZLWK +,9 �/:+,9�� ,Q WKLV FDVH� KHDOWK IDFLOLWLHV
GLYHUVLILHG IXQGLQJ VWUHDPV DV D VWUDWHJLF DSSURDFK WR NHHSLQJ $57 SURJUDPV DIORDW� WR LQFUHDVH
VXVWDLQDELOLW\��=DNXPXPSD��+���%HQQHWW��6��	�6VHQJRRED��HW�DO���������

7KH VWXG\ DOVR IRXQG WKDW PRVW RI WKH FRUH IXQGLQJ IRU $57 SURJUDPV WKDW IDFLOLWLHV UHOLHG RQ
FDPH IURP WUDGLWLRQDO ILQGLQJ SDUWQHUV OLNH *OREDO IXQG DQG 3(3)$5� 7KRXJK UHYHDOHG WKURXJK
WKH UHVHDUFK WKDW WKH IDFLOLWLHV ZHUH PRUH GHVLULQJ RI D PXOWLWXGH RI DSSURDFKHV WKURXJK ZKLFK
WKH\ FDQ SRWHQWLDWH PRUH VXVWDLQDEOH IXQGLQJ VWUHDPV IRU SURJUDPV� WKH LQWHJUDWLRQ RI *OREDO
)XQG JUDQWV LQWR QDWLRQDO EXGJHWLQJ FRXOG KDYH PDGH WKHLU SUHVHQFH PRUH SURQRXQFHG WKDQ
QRUPDO� 7KH HYLGHQFH LQ WKLV SDSHU UHYHDOHG WKDW WKH KHDOWK ILQDQFLQJ PHFKDQLVPV WKDW H[LVW DUH
QRW DOZD\V VXIILFLHQW RQ WKHLU RZQ� )URP WKH KLJKOLJKWHG FKDOOHQJHV DQG VXEVHTXHQW DSSURDFK WR
UHPHG\ WKH GHWULPHQWDO HIIHFWV RI SDUWQHUVKLSV QRW EHLQJ DV VXVWDLQDEOH DV QHHGHG� PXOWLSOH
IXQGLQJ VRXUFHV SURYLGH DQ LQWHUHVWLQJ WDNH RQ KRZ FRXQWULHV FRXOG FROODERUDWH ZLWK SULQFLSDO
IXQGLQJ DJHQFLHV DQG RWKHU IXQGHUV WR HQVXUH WKDW KHDOWK SURMHFWV DQG SURJUDPV DUH VXIILFLHQWO\
VXVWDLQHG�DQG�WKH\�FDQ�SURYLGH�WKH�KHDOWK�VHUYLFHV�UHVRXUFHV�QHFHVVDU\�

)URP WKH SULPDU\ UHYLHZ RI OLWHUDWXUH� LW LV FOHDU WKDW D GHHSHU XQGHUVWDQGLQJ RI LQ�FRXQWU\
VWDNHKROGHUV� FRPPXQLW\ OHDGHUV� DQG FLYLO VRFLHW\ DGYRFDWHV QHHGV WR EH SUHVHQW WR EHWWHU
FRQWH[WXDOL]H QRWLRQV RI FRXQWU\ RZQHUVKLS DQG DFFRXQWDELOLW\� 7KHUH H[LVWV D ZLGH UDQJH RI
VFKRODUO\ FRPPHQWDU\ RQ WKH WHUP FRXQWU\ RZQHUVKLS� 7KH 3DULV 'HFODUDWLRQ RQ $LG
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(IIHFWLYHQHVV ������ DQG WKH $FFUD $JHQGD IRU $FWLRQ ������ ZKLFK UHVXOWHG IURP D VHULHV RI
IRUXPV KHOG E\ WKH 2UJDQLVDWLRQ IRU (FRQRPLF &R�RSHUDWLRQ DQG 'HYHORSPHQW DUH WKH SULQFLSDO
IRUHJURXQG IRU WKH QRWLRQ RI ³FRXQWU\ RZQHUVKLS´� ,W ZDV PHDQW WR V\PEROL]H D VKLIW IURP DQ HUD
RI FRQGLWLRQDO DLG LQ LQWHUQDWLRQDO GHYHORSPHQW ZKHUH ILQDQFLDO LQVWLWXWLRQV DVVHUWHG DQ
LPSHULDOLVW KHJHPRQLF FRQWURO RYHU JRYHUQPHQWV WKURXJK VWUXFWXUDO DGMXVWPHQW SURJUDPV WR D
QHZ WLPH ZKHUH WKH UHFHLYLQJ FRXQWULHV DUH SULQFLSDO DJHQWV DQG KDYH RZQHUVKLS RYHU WKH SROLFLHV
DQG DFWLRQV WKDW FRQFHUQ WKHLU GHYHORSPHQW �%URZQ ����� �%ODFN ������ 7KH GLVFRXUVH LQ
VFKRODUVKLS RQ FRXQWU\ RZQHUVKLS RYHUDOO KDV UDQJHG IURP OLJKW VNHSWLFLVP WR DUJXPHQWV IRU LWV
GLVXVH��%ODFN�������

7KH OLWHUDWXUH UHYHDOV WKDW D PDMRU UHDVRQ IRU WKLV LV WKH FRPSOH[LW\ LQKHUHQW LQ WKH WHUP DQG KRZ
LW PDQLIHVWV SUDFWLFDOO\ LQ YDULHG FRQWH[WV DQG LQ GLIIHUHQW IRUPV �LELG�� �2QRNZDL 	 0DWWKHZV HW
DO�� ������ 7KH *OREDO )XQGV &&0 3ROLF\ GHILQLQJ WKH SROLFLHV WKDW ³WKH JOREDO IXQG ZLOO DSSO\
WR DSSUDLVH &&0 SHUIRUPDQFH´ SXEOLVKHG LQ 0D\ RI ����� VWDWHV WKDW FRUH SULQFLSOHV RI 7KH
*OREDO )XQG )UDPHZRUN DUH FHQWUDO WR WKH &&0 PRGHO DQG H[SUHVV WKH 7*)¶V FRPPLWPHQW WR
³UHIOHFWLQJ QDWLRQDO RZQHUVKLS WKURXJK UHVSHFWLQJ FRXQWU\�OHG LPSOHPHQWDWLRQV SURFHVVHV«´
�7KH *OREDO )XQG� ������ 7KH SROLF\ GRFXPHQW VWDWHV WKDW DV VLJQDWRULHV RI 7KH 3DULV 'HFODUDWLRQ
RQ $LG (IIHFWLYHQHVV ������ DQG WKH $FFUD $JHQGD IRU $FWLRQ ������ WKH\ DUH ³IXOO\ FRPPLWWHG
WR VHHLQJ DLG HIIHFWLYHQHVV SULQFLSOHV DSSOLHG� ZKHUH WKH\ XQGHUVFRUH WKH GHFODUDWLRQ DQG DJHQGDV
FDOO�IRU�µKDUPRQL]HG�DQG�DOLJQHG�GHOLYHU\¶ �LELG���

,Q 2QRNZDL 	 0DWWKHZ¶V FDVH VWXG\ RQ FRXQWU\ RZQHUVKLS� WKH\ H[DPLQH *KDQDLDQ &&0
IXQFWLRQV LQ SUDFWLFH WR VHH LI FRXQWU\ RZQHUVKLS LV DFWXDOO\ UHDOL]HG WKURXJK &&0� 7KURXJK D
TXDOLWDWLYH DQDO\VLV LQ ZKLFK WKH SULPDU\ GDWD FROOHFWHG ZDV IURP D UDQJH RI VWDNHKROGHU
LQWHUYLHZV� WKH\ IRXQG WKDW *KDQDLDQ &&0V ZHUH TXLWH UHIOHFWLYH RI FRQGLWLRQDO RZQHUVKLS GXH
WR WKH OLPLWHG DJHQF\� 7KLV OLPLWHG DJHQF\ ZDV VHHQ WKURXJK WKH PHGLDWLRQ RI &&0 RSHUDWLRQV E\
WKH *OREDO )XQG µV VWLSXODWLRQV DQG UHJXODWLRQV LQ D ZD\ WKDW LV UHVWULFWLQJ� )RU LQVWDQFH� LQ
GHYHORSLQJ SURSRVDOV� GRQRU SUHIHUHQFHV DUH YHU\ ZHOO XQGHUVWRRG DQG NQRZQ LQ WKH UHFHLYLQJ
FRPPXQLWLHV VR SURSRVDO DUH WDLORUHG LQ WKLV OLJKW HYHQ LI LW WKH QRW QHFHVVDULO\ ZKDW WKH UHFLSLHQW
FRPPXQLW\ DOLJQV ZLWK WR D FHUWDLQ OHYHO RI LQWHUQDOL]DWLRQ RI WKHVH GRQRU SUHIHUHQFHV IURP ORQJ
\HDUV�RI�WKHVH�SURYLVLRQV�DQG�FRQGLWLRQDOLWLHV��LELG�� �6DOLED�&RXWXUH��������

7KH SDSHU SURYLGHV UHIOHFWLRQV IURP VWDNHKROGHUV IURP WKH *KDQDLDQ *RYHUQPHQW ZKHUH WKH\
GHWDLO WKDW WKHUH LV D WHQGHQF\ WR ³WR WHOO GRQRUV ZKDW WKH\ ZDQW WR KHDU´ WR VHFXUH IXQGLQJ
EHFDXVH RI WKH GHHS�URRWHG LQIOXHQFH RI GRQRUV RQ UHFLSLHQWV� �LELG� 1RW RQO\ WKLV EXW ZLWK
UHJDUGV WR WHFKQLFDO DVVLVWDQFH DQG PHFKDQLVPV IRU UHYLHZ� WKH VWXG\ KLJKOLJKWV WKDW WKH UROH RI
FRQVXOWDQWV RIIHUHG E\ GRQRUV DUH KLJKO\ GULYHQ E\ GRQRU LGHRORJ\ DQG SUHGLOHFWLRQ ZKHUHE\
WKHVH FRQVXOWDQWV ZKR DUH PHDQW WR DLG LQ WKH GHYHORSPHQW RI IXQGLQJ SURSRVDOV IRFXVLQJ RQ
WHFKQLFDO LVVXHV DQG WHFKQLFDO GHPDQGV RI WKLV VRUW RI SURSRVDO ZULWLQJ� KDYH WKH SRZHU WR
DFWXDOO\ GHFLGH WKH ³IDWH´ RI WKH SURSRVDO EHFDXVH RI KRZ PXFK SRZHUV H[LVW LQ UHYLHZ� �LELG�
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7KH LVVXH RI D VRUW RI EOXUULQJ RI OLQHV LQ UHODWLRQ WR KRZ FRXQWHU SRZHU LPEDODQFH PHFKDQLVPV
OLNH WKH &&0� DSSO\ SUDFWLFDOO\ LV RI FRQFHUQ KHUH� /LNH 2QRNZDL DQG 0DWWKHZ DVVHUW� WKHLU
ILQGLQJV GHPRQVWUDWH LVVXHV RI FRXQWU\ RZQHUVKLS DQG GRQRU UHFLSLHQW SRZHU UHODWLRQV WKDW H[WHQG
EH\RQG�WKH�*KDQLDQ�FRQWH[W�

:KLOH WKHUH ZHUH PL[HG LPSUHVVLRQV DPRQJVW DJHQWV DQG VWDNHKROGHUV RI &&0� ZLWK VRPH
ILQGLQJ WKDW DFWLYH LQYROYHPHQW RI *RYHUQPHQW DQG FLYLO VRFLHW\ LQ &&0 LV GHPRQVWUDWLYH RI
FRXQWU\ RZQHUVKLS� RWKHUV H[SUHVVHG WKDW WKHUH DUH PDQ\ ZD\V LQ ZKLFK WKH &&0 SURFHVVHV
XQGHUPLQH FRXQWU\ RZQHUVKLS �LELG��� 0RUHRYHU� 2QRNZDL DQG 0DWWKHZV FRQFOXGH WKDW WKHLU
*KDQDLDQ FDVH VWXG\ VXJJHVWV WKDW WKH XVH RI FRXQWU\ RZQHUVKLS E\ 7*) RIILFLDOV LV RQO\
UKHWRULFDO DV LW REIXVFDWHV WKH ODUJHU LVVXH DW KDQG ZKLFK WKH LQWHQVH SRZHU DV\PPHWULHV EHWZHHQ
JUHDWHU SRZHU LQWHUQDWLRQDO GRQRUV DQG UHFLSLHQW FRXQWULHV� SDUWLFXODUO\ WKRVH LQ WKH JOREDO VRXWK
DQG�HVSHFLDOO\�LQ�VXE±6DKDUDQ�$IULFD�

7KHUH GRHV QRW VHHP WR EH D PHDQLQJIXO VKLIW LQ WKLV SRZHU DQG WKLV LV QRW UHSUHVHQWDWLYH RI WKH
FRQGXFLYH SDUWQHUVKLSV WKDW DUH PHDQW WR XSKROG FRXQWU\ RZQHUVKLS WKDW WKH 7*) EDVHV LWV &&0
VWUDWHJ\ RQ DV D VLJQDWRU\ RI WKH 3DULV 'HFODUDWLRQ RQ $LG (IIHFWLYHQHVV DQG WKH $FFUD $JHQGD
IRU $FWLRQ �LELG�� ZRXOG� 7KRXJK 7*) &&0V DUH PHDQW WR FHQWHU WKH FRXQWULHV DJHQF\ DQG
SURYLGH SRZHU LPEDODQFH WKURXJK SDUWQHUVKLS DQG DFWLYH LQYROYHPHQW� LQ WKLV FDVH DQG RWKHUV LW
VHHPV WKDW WKHUH VWLOO H[LVW ZLWK &&0 GRQRU� UHFLSLHQW UHODWLRQV WKDW FDUU\ FHUWDLQ SDWHUQDOLVWLF
XQGHUWRQHV WKDW GRHVQ
W WDNH LQWR DFFRXQW WKH LQWHQVH ILVFDO GHSHQGHQF\ DQG LPEDODQFHV RI SRZHU�
7KH SDSHU IXUWKHU UHYHDOV WKH FRPSOH[LWLHV H[LVWHQW LQ &RXQWU\ RZQHUVKLS DQG WRROV WR FRXQWHU
SRZHU�LPEDODQFHV�OLNH�WKH�*)¶V�&&0�

7KH OLWHUDWXUH DOORZV XV WR VLWXDWH VRPH RI WKH G\QDPLFV RI FRXQWU\ RZQHUVKLS DQG DFFRXQWDELOLW\
LQ D ZD\ WKDW KLJKOLJKWV WKHLU FRPSOH[LWLHV� 2IWHQ� ZH ILQG WKDW '$+ RU DQ\ W\SH RI KHDOWK
IXQGLQJ GHOLYHUHG WKURXJK FROODERUDWLYH DQG HQJDJLQJ SDUWQHUVKLS GRHV QRW DOZD\V SUDFWLFDOO\
PDQLIHVW LQ D ZD\ WKDW LV FHQWHULQJ RI FRXQWU\ SULRULWLHV DQG ORFDO SHUVSHFWLYHV� $OO WKH ZKLOH� VWLOO
EHLQJ YHUWLFDO LQ DSSURDFK� GHVSLWH WKHLU EHLQJ PHFKDQLVPV LQ SOD\ WR FRXQWHU SDVW GHYDVWDWLRQV RI
RYHUW KHJHPRQLF LPSHULDOLVW FRQWURO IURP SRZHUIXO GRQRUV WR SRRUHU JOREDO VRXWK UHFLSLHQW
FRXQWULHV� LW LV EHFRPLQJ FOHDU WKDW FHUWDLQ WHFKQLFLVHG WRROV IRU FKDQJH DUH IDLOLQJ WR HIIHFW UHDO
VWUXFWXUDO�GLIIHUHQFHV�

7KURXJK LQWHUYLHZV ZLWK LQGLYLGXDOV UHSUHVHQWLQJ WKHVH GLIIHUHQW VWDNHKROGHUV ZH H[SORUH FHUWDLQ
LQWULFDFLHV EHWZHHQ SROLF\ LQ SUD[LV� 7KH GRXEOH QH[XV EHWZHHQ JRYHUQPHQWV DQG GRQRU DJHQFLHV
DQG JRYHUQPHQWV DQG WKHLU FLWL]HQV LV D FUXFLDO FURVVURDGV WR HYDOXDWH DV ZH ILQG WKDW WKH
OLWHUDWXUH GRHV QRW HDVLO\ DFFRXQW IRU WKH VXEWOH PDQLIHVWDWLRQV RI SRZHU DV\PPHWULHV LQ SODFHV RI
FRQFHUQ OLNH WKH JRYHUQLQJ ERDUG RI WKH *OREDO )XQG RU WKH ZD\ &RXQWU\ &RRUGLQDWLQJ
0HFKDQLVPV�HQJDJH�ZLWK�LPSOHPHQWLQJ�SDUWQHUV�RU�SULQFLSDO�UHFLSLHQWV�
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,;� 5HVHDUFK�)LQGLQJV�DQG�5HVXOWV

7KH�&&0V�DQG�LQFRUSRUDWLQJ�ORFDO�SHUVSHFWLYHV�LQWR�JOREDO�KHDOWK
ILQDQFLQJ�GHFLVLRQ�PDNLQJ

)LJXUH ,,,� 7KH GLDJUDP EHORZ KLJKOLJKWV WKH VWUXFWXUH RI WKH FRXQWU\ FRRUGLQDWLQJ PHFKDQLVP
�&&0��RI�WKH�*OREDO�)XQG



�,QIRUPDWLRQ�LQ�WKH�GLDJUDP�LV�GHULYHG�IURP�WKH�*OREDO�)XQG�RIILFLDO�ZHEVLWH�������

7KH &&0 UHSUHVHQWV DQ LQQRYDWLYH JOREDO KHDOWK PRGHO WKDW HQVXUHV WKDW *) JUDQWV DGYDQFH
UDWKHU WKDQ PHUHO\ FRPSOHPHQW QDWLRQDO KHDOWK LQLWLDWLYHV DQG HQKDQFH WKH TXDOLW\ RI WKH KHDOWK
SURJUDPV WKH\ VXSSRUW �6DQGV� ������ 6WUXFWXUDOO\� WKH &&0 VHHPV WR SURPRWH WUDQVSDUHQF\�
FRXQWU\ RZQHUVKLS� DQG LQFOXVLYLW\ E\ UHSUHVHQWLQJ DOO VHFWRUV LQYROYHG LQ WKH UHVSRQVHV WR WKH
WKUHH GLVHDVHV� 7KH &&0 HQFRPSDVVHV VWDNHKROGHUV UDQJLQJ IURP JRYHUQPHQW RIILFLDOV� DQG WKH
SULYDWH VHFWRU WR 1*2V DQG EHQHILFLDULHV� $FFRUGLQJ WR WKH *OREDO )XQG
V UHFRPPHQGDWLRQV� D
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&&0 VKRXOG KDYH DERXW ��� FLYLO VRFLHW\ UHSUHVHQWDWLYHV �6DQGV� ������ &RQVHTXHQWO\� WKLV
PRGHO VKRZV D KLJK OHYHO RI ORFDO HQJDJHPHQW ZKHQ LW FRPHV WR WKH LPSOHPHQWDWLRQ DQG
PRQLWRULQJ RI WKH *)¶V JUDQWV� 7KH PDLQ REMHFWLYH RI WKH &&0 LV WR VWUHQJWKHQ FRXQWU\
RZQHUVKLS E\ SURYLGLQJ UHFLSLHQW FRXQWULHV PRUH LQIOXHQFH RYHU SURMHFWV VXSSRUWHG E\
GRQRU�IXQGHG SURJUDPV� 1HYHUWKHOHVV� ERWK RXU OLWHUDWXUH UHYLHZ DQG LQWHUYLHZV VKRZHG
HYLGHQFH WKDW &&0V KDYH QRW DOZD\V EHHQ HIIHFWLYH LQ GHOLYHULQJ KHDOWK SURJUDPV WKDW DUH
ZHOO�WDLORUHG�WR�WKH�FRPPXQLW\¶V�QHHGV�

0XOWLSOH FDVH VWXGLHV KLJKOLJKW LVVXHV ZLWK WUDQVSDUHQF\ DQG LQFOXVLYLW\ ZLWKLQ WKH G\QDPLFV RI
WKH &&0V� 7DGGHVH ������ KLJKOLJKWV D FDVH RI SROLWLFL]DWLRQ RI WKH &&0 LQ (WKLRSLD ZKLFK
JUHDWO\ LPSHGHG WKH DFWLYH DQG PHDQLQJIXO SDUWLFLSDWLRQ RI FLYLO VRFLHW\ RUJDQL]DWLRQV �&62V� LQ
WKH GHFLVLRQ PDNLQJ SURFHVV� (YHQ WKRXJK RQH RI WKH &&0 YRWLQJ PHPEHUV LV D UHSUHVHQWDWLYH RI
ORFDO 1*2V� WKHLU YRWH ZDV KDUGO\ HYHU WDNHQ LQWR FRQVLGHUDWLRQ JLYHQ WKH FRQVHQVXV�EDVHG
GHFLVLRQ PDNLQJ DSSURDFK WKDW GRPLQDWHG WKH *KDQLDQ &&0� 7KLV VLWXDWLRQ� WKXV� OHDGV WR
³DV\PPHWULF OHYHOV RI FRPSURPLVH´ RQ WKH SDUW RI WKH YDULRXV VWDNHKROGHUV ZKR WDNH SDUW LQ WKH
&&0 �7DGGHVH� ���������� $V\PPHWULF FRPSURPLVH HQWDLOV D FRQVHQVXV WKDW GRHV QRW
QHFHVVDULO\ PHDQ DOO SDUWLHV DJUHHG HTXDOO\ ZLWK WKH GHFLVLRQV WDNHQ �LELG��� ,Q WKH FDVH RI
(WKLRSLD� LQWHUYLHZV ZLWK &62 PHPEHUV UHYHDOHG WKDW WKHVH FRPPXQLW\ RUJDQL]DWLRQV RIWHQ FDUU\
WKH EXUGHQ RI WKH FRPSURPLVHV UHTXLUHG WR UHDFK FRQVHQVXV� %DVHG RQ H[WHQVLYH LQWHUYLHZV ZLWK
&&0 PHPEHUV DQG SDUWLFLSDQWV LQ &&0 PHHWLQJV� WKH DXWKRU IXUWKHU KLJKOLJKWV WKDW YRWLQJ DQG
QRQ�YRWLQJ PHPEHUV ZKR SDUWLFLSDWH LQ &&0 PHHWLQJV RIWHQ UHYHUW WR FRQVHQVXV�EDVHG
FRPSURPLVHV RQ WKH EDVLV RI ³FROOHFWLYH LQWHUHVWV

 DQG WKH ³QDWLRQDO LPSRUWDQFH´ RI WKH &&0V�
7KHUHIRUH� WKH &&0 DV D PHFKDQLVP EHFRPHV SROLWLFL]HG UDWKHU WKDQ PHUHO\ FRQVWLWXWLQJ
WHFKQLFDO PDWWHUV DLPHG DW LPSURYLQJ WKH QDWLRQDO KHDOWK VLWXDWLRQ� $V D UHVXOW� PHPEHUV RI WKH
FLYLO VRFLHW\ DQG FRPPXQLWLHV DIIHFWHG E\ WKH WKUHH GLVHDVHV HQG XS ODFNLQJ WKH SURSHU YRLFHV DQG
DJHQF\ LQ WKH GHFLVLRQ�PDNLQJ SURFHVV VLQFH PRVW GHFLVLRQV DUH KLJKO\ LQIOXHQFHG E\ SROLWLFDO
PRWLYHV� )XUWKHUPRUH� LQ RXU LQWHUYLHZ ZLWK &HFHOLD 6HQRR �H[HFXWLYH GLUHFWRU RI D ORFDO 1*2 LQ
*KDQD�� HPSKDVL]HG WKDW WKH YRLFHV RI ORFDO 1*2V DUH RIWHQ RYHUVKDGRZHG E\ WKRVH RI WKH
JRYHUQPHQW DQG WKH SXEOLF VHFWRU� 7KHUHIRUH� IRU &&0V WR SURSHUO\ IXOILOO WKHLU LQFOXVLRQ DQG
WUDQVSDUHQF\ IXQFWLRQ� DOO VWDNHKROGHUV� LQFOXGLQJ &62V QHHG WR KDYH D YRLFH� DJHQF\ DQG EH
DFWLYHO\ LQYROYHG LQ WKH GHFLVLRQ�PDNLQJ DQG HPSRZHUHG WR TXHVWLRQ WKH LPSOHPHQWDWLRQ RI WKH
IXQGV�

8SZDUG�GRZQZDUG�DFFRXQWDELOLW\�IUDPHZRUN

7R DGGUHVV RXU PDLQ UHVHDUFK TXHVWLRQ HYDOXDWLQJ WKH HIIHFWLYHQHVV RI WKH *OREDO )XQG PRGHO LQ
VWUHQJWKHQLQJ QDWLRQDO JRYHUQDQFH DQG DFFRXQWDELOLW\� ZH ZLOO ILUVW LQWURGXFH WKH GLVWLQFWLRQ
EHWZHHQ WZR W\SHV RI DFFRXQWDELOLW\� XSZDUG DQG GRZQZDUG ZKLFK FRQVWLWXWH WKH
DFFRXQWDELOLW\ IUDPHZRUN ZH GHYHORSHG IRU RXU UHVHDUFK� 7KHQ� ZH ZLOO HYDOXDWH WKH LPSRUWDQFH
DQG LQWHUOLQNDJH RI ERWK DFFRXQWDELOLW\ W\SHV LQ VKDSLQJ JOREDO KHDOWK DUFKLWHFWXUH IRU JUHDWHU
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QDWLRQDO JRYHUQDQFH DQG DFFRXQWDELOLW\ ZKLOH H[DPLQLQJ WKH SRZHU DV\PPHWU\ EHWZHHQ GRQRUV
DQG UHFLSLHQWV� 7KH PDMRU IRFXV LQ DQ XSZDUG DFFRXQWDELOLW\ V\VWHP LV WKH DFFRXQWDELOLW\ EHWZHHQ
GRQRUV DQG GHFLVLRQ�PDNHUV ZKLFK FDQ JHQHUDOO\ EH DFKLHYHG WKURXJK PRQLWRULQJ DQG HYDOXDWLRQ
�0	(� PHFKDQLVPV� $ GRZQZDUG DFFRXQWDELOLW\ V\VWHP� RQ WKH RWKHU KDQG� IRFXVHV RQ
LPSURYLQJ DFFRXQWDELOLW\ EHWZHHQ JRYHUQPHQWV DQG WKHLU SHRSOH WR HQVXUH WKDW EHQHILFLDULHV
�WKRVH DIIHFWHG E\�OLYLQJ ZLWK GLIIHUHQW GLVHDVHV� DUH WUXO\ EHQHILWLQJ IURP DLG SURMHFWV DQG
LQLWLDWLYHV�
$FFRUGLQJ WR 0RUNHO DQG 6LEDQGD ������� WKH G\QDPLFV RI LQWHUQDWLRQDO GHYHORSPHQW DLG FDQ EH
FRQQHFWHG WR DQ �XSZDUG� V\VWHP RI DFFRXQWDELOLW\� SDUWLFXODUO\ LQ $IULFDQ VWDWHV� ZKHUH WKHUH LV
D VLJQLILFDQW SRZHU DV\PPHWU\ EHWZHHQ WKH GRQRU DQG UHFLSLHQW SDUWLHV� ,Q WKLV XSZDUG
DFFRXQWDELOLW\ V\VWHP� WKH PDLQ IRFXV LV RQ UHVXOWV�EDVHG PDQDJHPHQW DQG GDWD�FHQWULF
DSSURDFKHV UDWKHU WKDQ VWUHQJWKHQLQJ KROLVWLF LQWHUYHQWLRQV DQG SHRSOH�FHQWHUHG VWUDWHJLHV WKDW
SODFH WKH EHQHILFLDULHV DW WKH FHQWHU RI LQWHUYHQWLRQ HIIRUWV� 7KH DXWKRUV HPSKDVL]H WKDW IRU
GHYHORSPHQW DLG WR EH WUXO\ HIIHFWLYH DQG EHQHILW WKH PRVW YXOQHUDEOH SRSXODWLRQV� WKHUH LV D QHHG
IRU PRUH ORFDOL]HG WHFKQLTXHV WKDW UHVSRQG WR FRPPXQLWLHV
 QHHGV UDWKHU WKDQ VLPSO\ IXOILOOLQJ DQ
XSZDUG DFFRXQWDELOLW\ DJHQGD� 7DEOH , EHORZ VXPPDUL]HV WKH NH\ GLIIHUHQFHV EHWZHHQ WKH WZR
W\SHV�RI�DFFRXQWDELOLW\�

7DEOH�,��8SZDUG�DFFRXQWDELOLW\�YV��GRZQZDUG�DFFRXQWDELOLW\

7KH WDEOH EHORZ SURYLGHV D GHWDLOHG H[SODQDWLRQ RI WKH DFFRXQWDELOLW\ IUDPHZRUN WKDW ZH
GHYHORSHG WR HYDOXDWH WKH HIIHFWLYHQHVV DQG WUDQVSDUHQF\ RI &&0V WKURXJK YDULRXV FDVH VWXGLHV
H[DPLQHG�LQ�WKH�QH[W�VHFWLRQ�

8SZDUG
$FFRXQWDELOLW\

'RZQZDUG
$FFRXQWDELOLW\

0DLQ�)RFXV 5HODWLRQVKLS�EHWZHHQ
GHFLVLRQ�PDNHUV�

JRYHUQPHQWV�DQG�GRQRU
FRXQWULHV��*OREDO�+HDOWK
ILQDQFLQJ�LQVWLWXWLRQV��H�J�

7KH�*OREDO�)XQG�

5HODWLRQVKLS�EHWZHHQ
JRYHUQPHQWV�DQG�WKHLU

FLWL]HQV

0DLQ�$SSURDFKHV 7HFKQLFDO�DQG�GDWD�GDWD
GULYHQ�DSSURDFK

5HVXOWV�EDVHG�DSSURDFK

&LWL]HQ�GULYHQ�DSSURDFK
&RPPXQLW\�FHQWHUHG

DSSURDFK

0DLQ�0HFKDQLVPV 0RQLWRULQJ�DQG�HYDOXDWLRQ
�0	(��VWUDWHJLHV

$GYRFDF\�DQG�FRPPXQLW\
RXWUHDFK�VWUDWHJLHV

0DLQ�)HDWXUHV 3ULPDU\�DFFRXQWDELOLW\ 3ULPDU\�DFFRXQWDELOLW\
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WRZDUGV�GRQRUV�DQG�IXQGHUV WRZDUGV�WKH�EHQHILFLDULHV
�FLWL]HQV�DQG�WKH�FLYLO�VRFLHW\

KDYH�DQ�DFWLYH�UROH�


�FRPSDULVRQ�LV�EDVHG�RQ�WKH�WH[W�RI�0RUNHO�DQG�6LEDQGD�������

6DQGV ������ DUJXHV WKDW ZKHQ KHDOWK LQLWLDWLYHV DUH GHYHORSHG DQG DGPLQLVWHUHG E\ ORFDO
VSHFLDOLVWV UDWKHU WKDQ E\ RXWVLGHUV� WKH\ PD\ EH PRUH HIILFLHQW DQG WDLORUHG WR WKH FRXQWU\
V
FRQWH[W� 7KXV� D KLJK OHYHO RI LQYROYHPHQW IURP ORFDO VWDNHKROGHUV� SDUWLFXODUO\ SHRSOH DIIHFWHG
E\ VSHFLILF GLVHDVHV� ZRXOG \LHOG PRUH HIIHFWLYH KHDOWK SURJUDPV� :KHQ ZH DVNHG RXU
LQWHUYLHZHHV KRZ WR LPSURYH WKH D[LV RI DFFRXQWDELOLW\ EHWZHHQ JRYHUQPHQWV DQG WKHLU FLWL]HQV
LQ WKH FRQWH[W RI WKH LPSOHPHQWDWLRQ RI WKH *) SURMHFWV� WKH PDMRULW\ RI WKH UHVSRQVHV
HPSKDVL]HG WKH LPSRUWDQFH RI LQFRUSRUDWLQJ GRZQZDUG DFFRXQWDELOLW\ LQ 0	( VWUDWHJLHV�
SDUWLFXODUO\ LPSURYLQJ FLYLO VRFLHW\ HQJDJHPHQW LQ GHFLVLRQ�PDNLQJ� 7KURXJK RXU LQWHUYLHZV
ZLWK PHPEHUV RI FLYLO VRFLHW\ RUJDQL]DWLRQV ZKR ZRUN FORVHO\ ZLWK WKH *OREDO )XQG� ZH IRXQG
WKDW GRZQZDUG DFFRXQWDELOLW\ FDQ EH DFKLHYHG ZKHQ ORFDO FLYLO VRFLHW\ RUJDQL]DWLRQV �&62V� DUH
KLJKO\ LQYROYHG LQ WKH GHFLVLRQ�PDNLQJ ZKHQ LW FRPHV WR WKH DOORFDWLRQ RI IXQGV DQG
LPSOHPHQWDWLRQ RI *)¶V SURMHFWV� 2XU LQWHUYLHZHHV HPSKDVL]HG WKH QHHG RI LPSOHPHQWLQJ
FRPPXQLW\ V\VWHPV VWUHQJWKHQLQJ �&66� IUDPHZRUN� ZKLFK HQWDLOV VXEVWDQWLDO SDUWLFLSDWLRQ RI
ORFDO FRPPXQLWLHV DQG RUJDQL]DWLRQV LQ WKH LPSOHPHQWDWLRQ DV ZHOO PRQLWRULQJ DQG HYDOXDWLRQ
�0	(� RI WKH *)
V SURMHFWV DQG LQLWLDWLYHV� 7KH *OREDO )XQG GHILQHV &66 DV DQ DSSURDFK WKDW
³SURPRWHV WKH GHYHORSPHQW RI LQIRUPHG� FDSDEOH DQG FRRUGLQDWHG FRPPXQLWLHV� DQG
FRPPXQLW\�EDVHG RUJDQL]DWLRQV� JURXSV� DQG VWUXFWXUHV´ �&66 IUDPHZRUN� �������� 7KHUHIRUH�
IROORZLQJ D &66 DOORZV IRU D PRUH FRPPXQLW\�GULYHQ DSSURDFK �L�H� GRZQZDUG DFFRXQWDELOLW\�
ZKHQ�LW�FRPHV�WR�VXEPLWWLQJ�JUDQWV�SURSRVDOV�DQG�LPSOHPHQWLQJ�*)�SURMHFWV�

$ &66 IUDPHZRUN LV HVVHQWLDO LQ LPSURYLQJ QDWLRQDO KHDOWK SULRULWLHV DV ORFDO DQG FLYLO VRFLHW\
RUJDQL]DWLRQV KDYH WKH QHFHVVDU\ FDSDFLW\ WR LQWHUDFW GLUHFWO\ ZLWK WKH DIIHFWHG SRSXODWLRQV �L�H�
WKH EHQHILFLDULHV LQ WKLV FDVH� DQG UHVSRQG WR ORFDO QHHGV WKURXJK FRPPXQLW\ RXWUHDFK DQG
DGYRFDF\� 1RQHWKHOHVV� WKLV IUDPHZRUN FDQ SURPRWH LPSURYHG SROLF\ DQG SURJUDPPDWLF VHWWLQJV
LQ KHDOWK RXWFRPHV RQO\ ZKHQ FLYLO VRFLHW\ RUJDQL]DWLRQV DQG DIIHFWHG SRSXODWLRQV KDYH UREXVW
DQG VXVWDLQDEOH V\VWHPV LQ SODFH WR VXSSRUW WKHLU DFWLYLWLHV DQG VHUYLFHV �*)� ������ )RU WKDW�
&HFHOLD 6HQRR �1*2 GHOHJDWH WR WKH *)� FRQWHQGV WKDW FRPPXQLW\ RUJDQL]DWLRQV DQG SHRSOH
OLYLQJ ZLWK GLVHDVHV VKRXOG EH DW WKH FHQWHU RI WKH *OREDO )XQG¶V VWUDWHJ\� 7KLV DUJXPHQW LPSOLHV
WKDW HVWDEOLVKLQJ WKH SURSHU FKDQQHOV RI FRPPXQLFDWLRQ WR LQYROYH WKH EHQHILFLDULHV LQ WKH
LPSOHPHQWDWLRQ RI *) SURMHFWV LV HTXDOO\ LPSRUWDQW DV HVWDEOLVKLQJ QDWLRQDO 0	( V\VWHPV WKDW
RIWHQ�ODFN�FLWL]HQV
�SDUWLFLSDWLRQ��3pUH]��<DUDKXiQ�	�0DOGRQDGR��������
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&&0 FDVH VWXGLHV $LGV $FFRXQWDELOLW\ ,QWHUQDWLRQDO &&0 6KDGRZ
5HSRUWV
$LGV $FFRXQWDELOLW\ ,QWHUQDWLRQDO�$$,�� DQ $IULFDQ�OHG FLYLO VRFLHW\ RUJDQL]DWLRQ WKDW ZRUNV WR
LPSURYH DFFRXQWDELOLW\ WR WKH PRVW PDUJLQDOL]HG� SXEOLVKHV &LYLO VRFLHW\ DQG FRPPXQLW\ &&0
VKDGRZ UHSRUWV EDVHG RQ SDUWLFLSDWRU\ DFWLRQ UHVHDUFK WKDW LV GHYHORSHG� FRQGXFWHG� DQDO\]HG�
DQG ZULWWHQ E\ LQ�FRXQWU\ QDWLRQDO FLYLO VRFLHW\ DFWRUV WR DVVHVV &&0 SHUIRUPDQFH IURP WKH
SHUVSHFWLYHV RI ERWK &&0 PHPEHUV DV ZHOO DV WKH SHUVSHFWLYH RI RWKHU VWDNHKROGHUV VXFK DV
SULQFLSDO UHFLSLHQWV DQG VXE�UHFLSLHQWV� 7KH VLJQLILFDQFH RI WKHVH SDUWLFXODU UHSRUWV LV WKDW $$,
H[SDQGV RQ WKH *OREDO )XQG &&0 3URJUHVV $VVHVVPHQW 7RROV� LQFOXGLQJ FULWLFDO TXHVWLRQV WKDW
DUH QRW D SDUW RI WKH RULJLQDO DXGLWV GRQH LQ *HQHYD� )XUWKHUPRUH ZKLOVW WKH *OREDO )XQG
6XSSRUWHG (OLJLELOLW\ DQG 3HUIRUPDQFH $VVHVVPHQWV �(3$V� DUH H[HFXWHG WKURXJK D
FRQVXOWDQW�IDFLOLWDWHG WRS�GRZQ DSSURDFK� FLYLO VRFLHW\ UHVLGHQWV LQ�FRXQWU\ IDFLOLWDWH WKH &RXQWU\
&&0 6KDGRZ 5HSRUW WKURXJK D ERWWRP�XS PRGH WKDW LQWHUYLHZHG ERWK QRQ&&0 PHPEHUV DV
ZHOO DV 3ULQFLSDO DQG VXEVLGLDU\ UHFLSLHQW LPSOHPHQWLQJ DJHQWV WKDW HQJDJHV ZLWK WKH &&0�
:LWK WKHVH UHSRUWV� $$, H[SHFWV WKUHH RXWFRPHV� $ ORQJ�WHUP JRDO RI PRUH DFFRXQWDEOH &&0V�
D PHGLXP�WHUP REMHFWLYH RI LQFUHDVHG WUDQVSDUHQF\ DURXQG &&0 SHUIRUPDQFH DQG LPSURYHPHQW
SODQV� DQG WKH 6KRUW WHUP DLP RI HPSRZHULQJ FLYLO VRFLHW\ DQG FRPPXQLW\� 7KH $$, VKDGRZ
UHSRUWV UHYHDO SHUWLQHQW WUHQGV LQ WKH &&0 35 VHOHFWLRQ SURFHVVHV DFURVV WKH VHYHUDO FRXQWULHV
&&0V WKH\ HYDOXDWHG LQ 6XE6DKDUDQ $IULFD UHODWLQJ WR SRZHU DV\PPHWULHV KLJKOLJKWHG LQ WKH
OLWHUDWXUH� 0RVW SURPLQHQWO\ WKH H[SHULHQFH RI KDYLQJ D 35 WKDW LV QRW DOZD\V LQ DOLJQPHQW ZLWK
WKH EHQHILFLDULHV
 QHHGV DQG FDOOV IRU DGYRFDF\� :KLFK LQ WXUQ LPSDFWV WKH LQWHUYHQWLRQ� SURJUDP
LPSOHPHQWDWLRQ� DQG GLUHFWLRQ RI IXQGLQJ� )RFXV JURXS GLVFXVVLRQV FRQGXFWHG E\ $$, FLYLO
VRFLHW\ WDNHQ IURP LPSOHPHQWLQJ JRYHUQPHQWV DQG FLYLO VRFLHW\ 35V DQG 65V HQDEOHG WKH
SHUVSHFWLYHV�RI�QRQ�&&0�PHPEHUV�WKDW�DOVR�LQWHUDFW�ZLWK�WKH�&&0�

6RPH RI WKH NH\ DUHDV RI GLVFXVVLRQ KLJKOLJKWHG LQ WKH )*'V WKDW ZHUH FULWLFDO IRU WKLV UHVHDUFK
LQFOXGHG WKH H[WHQW WR ZKLFK PHDQLQJIXO SDUWLFLSDWLRQ RI NH\ SRSXODWLRQV LQ &&0 OHDGHUVKLS
H[LVWHG� WKH OHYHO RI ZRPHQ DQG .3 UHSUHVHQWDWLYHV LQ WKH &&0� WKH H[WHQW RI VLJQLILFDQW
SDUWLFLSDWLRQ RI NH\ SRSXODWLRQV� LQIRUPDO DQG DG KRF FRPPLWWHHV� DQG WKH PHFKDQLVPV LQ SODFH
WR WUDQVODWH .3 LQVLJKW� DQG IHHGEDFN WR WKH JUHDWHU FRQVWLWXHQFLHV� DQG ODVWO\ WKH SURFHVV RI
VHOHFWLRQ�IRU�FLYLO�VRFLHW\�PHPEHUV�DV�WUDQVSDUHQW�DQG�RSHQ�

7KH�*KDQD�&LYLO�6RFLHW\�DQG�&RPPXQLWLHV�&&0�6KDGRZ�5HSRUW
,Q WKH $$, VKDGRZ UHSRUW IRU WKH &&0 RI *KDQD RQ WKH GHYHORSPHQW SURFHVV RI D WUDQVSDUHQW
DQG LQFOXVLYH FRQFHSWXDO QRWH� &&0 DQG QRQ�&&0 PHPEHUV GHWDLOHG WKDW WKH GHYHORSPHQW RI
WKH FRQFHSWXDO QRWH LV FRQVXOWDQW GULYHQ DQG GULYHQ E\ WKH WHFKQLFDO FDSDFLWLHV RI WKH
UHSUHVHQWDWLYH �$UWKXU HW DO�� ������ 7KH H[SHULHQWLDO LQVLJKW RI .3V LV QRW IXOO\ UHSUHVHQWHG
EHFDXVH QRW RQO\ DUH WKH\� LQ ODUJH� H[FOXGHG IURP WKH GUDIWLQJ SURFHVV EHFDXVH RI OHJDOLWLHV
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FRQFHUQLQJ WKHLU VWDWXV� EXW WKH\ DOVR KDYH OLPLWHG WHFKQLFDO FDSDFLW\ VR FRQFHUQV JR VLOHQFHG
�$UWKXU HW DO�� ������ $V PDUJLQDOL]HG DQG PRVW LPSDFWHG JURXSV RI SHRSOH� WKH\ VKRXOG EH WKH
SULPDU\ SHUVRQV FRQVXOWHG LQ XQGHUVWDQGLQJ WKH ODQGVFDSH RI WKH SUREOHP DQG QHHGHG DFWLRQV WR
FRPEDW WKH LVVXHV� 7KH ODUJHU VWUXFWXUDO LVVXH RI NH\ SRSXODWLRQV UHSUHVHQWDWLYHV OLNH 6:V� ,'8V�
DQG 060� QRW EHLQJ FRQVLGHUHG OHJLWLPDWH YRLFHV GXH WR WKHLU OLPLWHG ³WHFKQLFDO FDSDFLW\´ RU
ODFN RI RIILFLDO RUJDQL]DWLRQ EHFDXVH RI H[RJHQRXV OHJDO LVVXHV FDQ EH FRPEDWHG WKURXJK
DGYRFDF\ FDPSDLJQV ZKHUH WKH KXPDQL]DWLRQ RI WKHVH SHRSOHV JURXSV DUH LQYHVWHG LQ DQG VFDOHG
XS WKURXJK KHDOWK SURPRWLRQ DQG VRFLDO EHKDYLRUDO FKDQJH� 7KHVH NLQGV RI DSSURDFKHV ZRXOG
KDYH WR EHJLQ ZLWK WKH DFWLYH LQYROYHPHQW RI .3V LQ WKH YHU\ SURJUDPV WKDW FRXOG FRPEDW VXFK
LQHTXLWLHV �LELG�� )RU WKH UHVXOWV RQ ZKHWKHU RU QRW DQ RSHQ DQG WUDQVSDUHQW 3ULQFLSOH 5HFLSLHQW
VHFWLRQ SURFHVV H[LVWV� LQ *KDQD WKH $$, UHSRUW GHWDLOV WKH WUDQVSDUHQF\ RI WKH VHOHFWLRQ SURFHVV
ZKLFK LV JXLGHG E\ D SROLF\ LQWHQGHG WR ODUJHO\ FRXQWHU FRQIOLFW RI LQWHUHVW �&2,�� :LWK VWULFW
REVHUYDWLRQ DQG OLWWOH URRP IRU FRQWH[WXDO IOH[LELOLW\� WKLV JXLGLQJ ZRUN WKHQ H[FOXGHV KLJKO\
TXDOLILHG RUJDQL]DWLRQV IURP SUHVHQWLQJ DV 35 EHFDXVH RI &2,� 2WKHU QRQ�&&0 PHPEHUV
GHWDLOHG WKHLU YLHZV RQ WKH WUDQVSDUHQF\ DQG RSHQQHVV RI WKH 35 VHOHFWLRQ SURFHVV ZKHQ WKH\
UHIOHFWHG RQ KRZ &&0�PHPEHU�OHG RUJDQL]DWLRQV DOZD\V KDYH WKH XSSHU KDQG ZLWK SURMHFW
RSWLRQV DQG IXQGLQJ UHFHSWLRQ� 2QH &&0 PHPEHU LQWHUYLHZHH VDLG WKDW WKHUH ZDV DQ ³RYHUXVH RI
WKH�&2,�µPRQVWHU¶�´�ZKLFK�NHSW�SHRSOH�RXW�RI�GHFLVLRQ�PDNLQJ �LELG��

7KH�7DQ]DQLD�&LYLO�6RFLHW\�DQG�&RPPXQLWLHV�&&0�6KDGRZ�5HSRUW
)RU WKH 7DQ]DQLD $$, VKDGRZ UHSRUW� LW ZDV UHYHDOHG WKDW WKH 7DQ]DQLD 1DWLRQDO &RRUGLQDWLQJ
0HFKDQLVP �71&0� FRQFHSW QRWH GHYHORSPHQW SURFHVV ZDV WUDQVSDUHQW DQG ZHOO GRFXPHQWHG
�0XWDVKRE\D� 0DQJL� 	 -RQDV� ������ 7KH UHSRUW IRXQG WKDW WKH 71&0 HQJDJHV D ZLGH UDQJH RI
FRQVWLWXHQF\ UHSUHVHQWDWLYHV DQG PHPEHUV KDYH WKH VSDFH WR LQFOXGH DQG IRUPXODWH UHOHYDQW
DFWLYLWLHV LQ WKH DSSOLFDWLRQV� +RZHYHU� IRU VRPH RQH�RQ�RQH LQWHUYLHZV FHUWDLQ FRQFHUQV RQ
PHDQLQJIXO SDUWLFLSDWLRQ DQG ZKHWKHU WKHUH LV DQ DGHTXDWH UDQJH RI FRQWULEXWRUV IURP WKH
PXOWL�VWDNHKROGHUV LQ WKH GHYHORSPHQW RI WKH FRQFHSW QRWH� FDPH XS� 7KH UHSRUW GHWDLOV KRZ RQH
LQWHUYLHZHH VHHPHG WR KDYH QR XQGHUVWDQGLQJ RI WKH FRQFHSW QRWH GHYHORSPHQW SURFHVV �71&0�
����� �0XWDVKRE\D� 0DQJL� 	 -RQDV� ������ )RU WUDQVSDUHQF\ DQG RSHQQHVV LQ WKH 35 VHOHFWLRQ
SURFHVV� WKH VWXG\ VKRZHG DQ LQWHQVH GLVFRQQHFW EHWZHHQ EHQHILFLDU\ FRQFHUQV DQG WKH VHOHFWLRQ
RI WKH 35 ZKR ZRXOG UHSUHVHQW WKH &62V� .3V� DQG FRPPXQLW\ QHWZRUNV ZHOO� $IWHU WKH
VHOHFWLRQ RI D 35 ZKR GLG QRW UHYHDO WKHLU FRQIOLFW RI LQWHUHVW XQWLO WKH ODVW PLQXWH DV D PHPEHU RI
WKH 71&0� LQWHUYLHZHHV IXUWKHU GHVFULEHG WKH SURFHVV DV EHLQJ XQIDLU EHLQJ WKDW WKH 35 RI WKH
WLPH ����������� OREELHG WKH SURFHVV� DQG KDG DQ LQIOXHQFH LQ WKH GHFLVLRQ� UHYHDOLQJ WKDW WKH
JXLGHOLQHV ZHUH QRW IROORZHG �LELG��� ,Q WKH 7DQ]DQLD FDVH� LW LV HYLGHQW IURP WKH VKDGRZ UHSRUWV
WKDW WKHUH DUH GLVFUHSDQFLHV EHWZHHQ WKH FRQFHSWXDO QRWH GHYHORSPHQW DQG WKH VHOHFWLRQ RI WKH 35
IRU WKH 71&0� 7KH 35 VKRXOG EH LQ DOLJQPHQW ZLWK WKH EHQHILFLDULHV
 DQG .3
V FRQFHUQV DQG
SRLQWV RI DGYRFDF\� ,I WKH FRQFHSWXDO QRWH LV GHYHORSHG LQFOXVLYHO\ DQG WUDQVSDUHQWO\ EXW WKH
VHOHFWLRQ RI WKH LQGLYLGXDO DSSO\LQJ DQG KHDGLQJ WKH VWDWHG FRQFHUQV LV QRW� WKHQ WKH ZRUN WKDW
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ZDV GRQH WR FHQWHU WKH QHFHVVDU\ YRLFHV FDQ EHFRPH IXWLOH LI WKH VXEJUDQWHH GRHV QRW SULRULWL]H
WKHVH LVVXHV �LELG��� 7KLV LVVXH RI KDYLQJ DQ XQIDLU VHOHFWLRQ SURFHVV RI D 35 ZKR LOO\ UHSUHVHQWV
WKH SRSXODWLRQV RI FRQFHUQ FDQ EH SROLWLFDOO\ GULYHQ EXW SROLWLFDO IXUWKHUPRUH UHIOHFWV SRRU SXEOLF
KHDOWK SUDFWLFH� $ FRQWH[WXDOO\ WDLORUHG DSSURDFK WKDW EULQJV LQ D ZLGH UDQJH RI FRQWULEXWRUV IRU D
KROLVWLF RXWFRPH GRHV LW H[LVW ZKHQ NH\ LQGLYLGXDOV ZKR DUH ERWK &&0 PHPEHUV DQG QRQ�&&0
PHPEHUV�DUH�QRW�FRQVXOWHG��UHIHUHQFHG��RU�LQYROYHG�

7KLV PHWKRG RI DFWLRQ LV UHIOHFWLYH RI D IODZHG PRGHO RI GHYHORSPHQW LQ ZKLFK LQWHUQDWLRQDO
RUJDQL]DWLRQV XVH D WRS�GRZQ DSSURDFK WKDW H[FOXGHV WKH NQRZOHGJH� H[SHUWLVH� DQG H[SHULHQFH RI
WKH SHRSOH PRVW LPSDFWHG� 7KLV DOVR WKHQ UHVXOWV LQ LQHIIHFWLYH DQG LQHIILFLHQW ZRUN WKDW
SHUSHWXDWHV SRZHU DV\PPHWULHV� DQG WKH LQYLVLELOLVDWLRQ RI SHRSOH ZKR DUH DOUHDG\ PDUJLQDOL]HG
DQG�H[FOXGHG�LQ�SURJUDPPDWLF�GHVLJQV�WKDW�DUH�PHDQW�IRU�WKHP�

7KH��=DPELD�&LYLO�6RFLHW\��DQG�&RPPXQLWLHV�&&0�6KDGRZ�5HSRUW
,Q =DPELD� WKH IXQGLQJ UHTXHVW FRQFHSWXDO QRWH GHYHORSPHQW SURFHVV LV FDUULHG RXW E\ WKH
6WUDWHJLF 3ODQQLQJ DQG ,QYHVWPHQW &RPPLWWHH SDUW RI WKHLU WHFKQLFDO WDVN WHDP �777� ZKLFK
LQFOXGHV WKH 0LQLVWU\ RI )LQDQFH �0R)�� 0LQLVWU\ RI +HDOWK �0R+�� &KXUFKHV +HDOWK $VVRFLDWLRQ
RI =DPELD �&+$=�� DQG WKH =DPELD 1DWLRQDO $,'6 1HWZRUN �=1$1�� $OO RI WKHVH HQWLWLHV ZHUH
WKH FRXQWU\
V SULPDU\ 35V ZKHQ =DPELD ILUVW VWDUWHG UHFHLYLQJ IXQGV �3KLUL� 0ZDQ]D� 	
0XOZDQGD� ������ 7KH 777 KDV D ���SHUVRQ FRUH ZULWLQJ WHDP ZKHUHLQ DOO SRSXODWLRQV DUH
LPSOLFDWHG DV LW LV VXSSRUWHG E\ D ODUJHU WHFKQLFDO UHIHUHQFH WHDP� )RU =DPELD¶V FDVH� WKH VWXG\
VKRZV WKDW WKHLU SURFHVV RI GHYHORSLQJ D FRQFHSWXDO QRWH IRU IXQGLQJ LV WUDQVSDUHQW DQG LQFOXVLYH�
,W ZDV KLJKOLJKWHG IURP WKH $$, UHSRUW WKDW GXULQJ WKH SURFHVV RI GHYHORSPHQW� WKH &&0 ZDV
DOVR DFWLYHO\ PDNLQJ FRQVXOWDWLRQV LQ WKH YDULRXV SURYLQFHV WR PDNH VXUH DQ\ QHZ DQG HPHUJLQJ
LVVXHV WKDW QHHGHG WR EH DGGHG WR WKH IXQGLQJ UHTXHVW ZHUH WDNHQ LQWR DFFRXQW �LELG�� 7KH
SURJUDP GHVLJQ ZLWK WKHVH QHFHVVDU\ DQG HQJDJLQJ FKHFNSRLQWV LQ =DPELD UHVXOWHG LQ D PRUH
LQFOXVLYH &&0� 7KH =DPELDQ &&0 ZDV VKRZQ WR EH RSHQ DQG WUDQVSDUHQW� KRZHYHU� IURP WKH
)*'V WKHUH ZDV VRPH REVHUYHG FRQWURYHUV\ EHFDXVH VRPH &62V ZHUH QRW SOHDVHG ZLWK WKH
SURFHVV� *LYHQ WKDW &+$=� RQH RI WKH WZR FKDLUV RI WKH 777 DORQJVLGH WKH =1$1� ZRXOG WDNH
LQWHUHVW�LQ�IDLWK�EDVHG�RUJDQL]DWLRQV��)%2��DQG�LQYROYH�&62V�OHVV��LELG���

7KH�8JDQGD�&LYLO�6RFLHW\�DQG�&RPPXQLWLHV�&&0�6KDGRZ�UHSRUW
$FFRUGLQJ WR WKH $$, VKDGRZ UHSRUW IRU 8JDQGD� WKH WUDQVSDUHQF\ RI WKH &&0 ZDV OLPLWHG DW WKH
FRQVWLWXHQF\ OHYHOV� ,W ZDV IRXQG WKDW PRVW QRQ�&&0 PHPEHUV WHVWLILHG WR QRW EHLQJ FRQVXOWHG RU
UHIHUUHG EDFN WR IRU IHHGEDFN DQG FRPPHQWDU\ GXULQJ WKH FRQFHSWXDO QRWH GHYHORSPHQW SURFHVV
�%\RQDQHE\H� $OHVL� 	 'DQ� ������ 7KLV UHYHDOHG KRZ HIIRUWV WR FRQVWUXFW DQ HYLGHQFH�EDVHG
FRQVXOWDWLRQ ZHUH FRQVWUDLQHG GXH WR D ORVV RI YDOXDEOH H[SHULHQWLDO LQVLJKW IURP /*%7,� VH[
ZRUNHUV �6:V�� DQG LQMHFWLRQ GUXJ XVHUV �,'8V� LQWHUYLHZHG EXW QRW QRWLILHG DERXW WKH *OREDO
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IXQG FRQFHSW QRWH GHYHORSPHQW SURFHVV �%\RQDQHE\H� $OHVL� 	 'DQ� ������ 6LPLODU WR WKH
PLQLPDO WUDQVSDUHQF\ H[LVWLQJ LQ WKH FRQFHSWXDO QRWH GHYHORSPHQW SURFHVV� WKH 35 VHOHFWLRQ DOVR
ZDV QRW VWUDLJKWIRUZDUG� 7ZR 35V DUH VHOHFWHG� RQH E\ WKH JRYHUQPHQW DQG WKH RWKHU E\ FLYLO
VRFLHW\ EXW WKH FULWHULD IRU VHOHFWLQJ WKH 35V DUH QRW DYDLODEOH WR WKH JHQHUDO SXEOLF� 7KXV LW LVQ
W
FOHDU RQ ZKDW EDVLV WKH\ DUH EHLQJ VHOHFWHG �LELG��� 7KH QHEXORXVQHVV RI WKHVH SURFHVVHV KDV
GHWULPHQWDO LPSOLFDWLRQV IRU WKH UHDOL]DWLRQ RI QDWLRQDO DQG ORFDO JRDOV LQ FRPEDWLQJ WKH WKUHH
GLVHDVHV HIIHFWLYHO\� :KHQ NH\ LQGLYLGXDOV DQG EHQHILFLDULHV DUH QRW LPSOLFDWHG LQ WKH
GHYHORSPHQW SURFHVV RI WKH VWUDWHJLHV DQG SURJUDPV WKDW ZLOO EH XVHG WR FRXQWHU WKH YHU\ LVVXHV
WKH\�IDFH��WKH�H[LVWLQJ�SUREOHPV�ZLOO�PRVW�OLNHO\�UHPDLQ��LELG���

7KH LQSXW RI .3V LQ WKH IRXQGDWLRQDO VWDJHV RI WKH &&0 LV FULWLFDO IRU IXQGLQJ WR EH DOORFDWHG LQ
DOLJQPHQW ZLWK UHDO SULRULWLHV� 7KH OLWHUDWXUH UHYHDOV DW ODUJH WKDW D SULQFLSDO FRQFHUQ UHJDUGLQJ
WKH RZQHUVKLS QRWLRQ RI &&0 LV WKDW LW LV QRW DOZD\V LQFOXVLYH RI DOO WKH FULWLFDO YRLFHV� RI WKRVH
PRVW LPSDFWHG E\ WKH WKUHH GLVHDVHV �LELG�� )URP WKH IHZ FRXQWULHV GHWDLOHG WKURXJK WKH $$,
&LYLO 6RFLHW\ 6KDGRZ UHSRUWV LW LV DSSDUHQW WKDW GHVSLWH WKHLU EHLQJ YDULDELOLW\ EHWZHHQ FRXQWU\
FRQWH[WV� WKHUH DUH SDUDOOHOV LQ WKH OLPLWDWLRQV FRQFHUQLQJ WUDQVSDUHQF\ DQG RSHQQHVV� 7KH VWXGLHV
KHOS WR IXUWKHU FRQWH[WXDOL]H PDQ\ RI WKH SRLQWV WKDW RIWHQ FRPH XS FRQFHUQLQJ ILGXFLDU\ DJHQWV
DQG IXQGLQJ RUJDQL]DWLRQV LQIOXHQFLQJ KRZ UHVRXUFHV DUH DSSOLHG DQG XWLOL]HG �LELG��
)XUWKHUPRUH� H[DPLQLQJ WKH TXDOLW\ RI SHUIRUPDQFH WKURXJK WKH HYDOXDWLRQ RI PHDQLQJIXO
HQJDJHPHQW� DQG XVH RI GRFXPHQWDWLRQ UHVRXUFHV KLJKOLJKWV VRPH HDVLO\ ORRNHG�RYHU G\QDPLFV
OLNH WKH UHODWLRQVKLS EHWZHHQ 7KH 35 DQG NH\ SRSXODWLRQ� EHQHILFLDULHV� DQG FRPPXQLW\� FLYLO
VRFLHW\ UHSUHVHQWDWLYHV� )URP LQWHUYLHZV DQG WKH OLWHUDWXUH� LW LV DSSDUHQW WKDW WKHVH NLQGV RI
SDUWLDO HQJDJHPHQW HQJHQGHU YDULHG OHYHOV RI IUXVWUDWLRQ DPRQJVW &&0 HQJDJHUV DQG RWKHU
EHQHILFLDULHV� &HFLOLD 6HQRR� ([HFXWLYH 'LUHFWRU RI +RSH IRU )XWXUH *HQHUDWLRQV �+))*� ORFDO
1*2 LQ *KDQD� %RDUG 0HPEHU� RI 'HYHORSLQJ &RXQWU\ 1*2 'HOHJDWLRQ WR *OREDO )XQG
�'&1*2�� DQG 7HFKQLFDO $GYLVRU RI 6RFLHW\ IRU :RPHQ DQG $,'6 LQ $IULFD SRLQWHG RXW LQ DQ
LQWHUYLHZ� WKDW HYHQ ZLWK PDMRU DGYRFDF\ E\ NH\ SRSXODWLRQ VWDNHKROGHUV OLNH 3/+,9 UHOD\LQJ
WKH\¶UH H[SHULHQFHV DQG SXVKLQJ IRU ZKDW WKH\ NQRZ LV QHHGHG� OLNH GLUHFWLQJ UHVRXUFHV WR
FDSDFLW\ VWUHQJWKHQLQJ IRU SUHYHQWDWLYH FDUH DQG KHDOWK SURPRWLRQ� WKH\ DUH RIWHQ QRW
DFNQRZOHGJHG E\ WKH 35 LQ OHDGHUVKLS EHFDXVH WKH QRQ�LPSOHPHQWLQJ ZRUN WKDW LV IRXQGDWLRQDO
WR�LQWHUYHQWLRQ�LV�QRW�FRQVLGHUHG�DV�LPSRUWDQW�

��



7DEOH�,,��&URVV�FRXQWU\�FRPSDULVRQ�RI�&&0V

7KLV WDEOH VXPPDUL]HV WKH NH\ IHDWXUHV �DGYDQWDJHV DQG GLVDGYDQWDJHV� RI WKH &&0V
DFURVV WKH DERYH�PHQWLRQHG FDVH VWXGLHV DQG KLJKOLJKWV WKH W\SH RI DFFRXQWDELOLW\
SUHYDOHQW�LQ�HDFK�FDVH

&RXQWU\ .H\�IHDWXUHV�RI�WKH�&&0 7\SH�RI�DFFRXQWDELOLW\
SUHYDLOLQJ�ZLWKLQ�WKH�&&0

*KDQD Ɣ ([FOXVLRQ RI�NH\
SRSXODWLRQV��.3V�
IURP�WKH�GUDIWLQJ�RI
JUDQW�SURSRVDOV

Ɣ 'LVUHJDUGLQJ�WKH
FRQFHUQV�RI�.3�GXH�WR
WKHLU OLPLWHG
WHFKQLFDO�FDSDFLW\

Ɣ ([FOXVLRQ�RI�KLJKO\
TXDOLILHG
RUJDQL]DWLRQV IURP
SUHVHQWLQJ�DV�SULQFLSDO
UHFLSLHQWV��35�

8SZDUG�DFFRXQWDELOLW\
�WRS�GRZQ�DSSURDFK�WR

GHFLVLRQ�PDNLQJ�

7DQ]DQLD Ɣ /DFN�RI�PHDQLQJIXO
SDUWLFLSDWLRQ DQG
FRQWULEXWLRQ�IURP
YDULRXV�VWDNHKROGHUV�
SDUWLFXODUO\��&62V�DQG
.3V

Ɣ /DFN�RI
WUDQVSDUHQF\�DQG
RSHQQHVV ZLWK�WKH�35
VHOHFWLRQ�SURFHVV

8SZDUG�DFFRXQWDELOLW\
�WRS�GRZQ�DSSURDFK�WR

GHFLVLRQ�PDNLQJ�

=DPELD Ɣ 7UDQVSDUHQW�DQG
LQFOXVLYH�SURFHVV RI
GHYHORSLQJ�IXQGLQJ
FRQFHSW�QRWHV

Ɣ +LJK�OHYHO�RI
DGYRFDF\�DQG
FRPPXQLW\�RXWUHDFK
DFURVV�=DPELDQ
SURYLQFHV�WR�HQVXUH�DOO
SURYLQFLDO�LVVXHV�DUH

'RZQZDUG�DFFRXQWDELOLW\
�ERWWRP�XS�DSSURDFK�ZLWK
KLJK�LQFOXVLRQ�OHYHOV�RI

FRPPXQLW\�RUJDQL]DWLRQV�LQ
WKH�GHFLVLRQ�PDNLQJ�SURFHVV�

��



DGGUHVVHG�LQ�IXQGLQJ
UHTXHVWV

Ɣ %LDV WRZDUGV�VRPH
IDLWK�EDVHG
RUJDQL]DWLRQV�RYHU
&62V

8JDQGD Ɣ 7UDQVSDUHQF\�RI�WKH
&&0�ZDV OLPLWHG�DW
WKH�FRQVWLWXHQF\
OHYHOV

Ɣ /DFN�RI�FRQVXOWDWLRQ
IURP�QRQ�&&0
PHPEHUV

Ɣ /DFN�RI
WUDQVSDUHQF\�LQ�WKH
35�VHOHFWLRQ FULWHULD
�ZDV�QRW�SXEOLFO\
DYDLODEOH�

8SZDUG�DFFRXQWDELOLW\
�WRS�GRZQ�DSSURDFK�WR

GHFLVLRQ�PDNLQJ�

(WKLRSLD Ɣ /DFN�RI�DFWLYH�DQG
PHDQLQJIXO
SDUWLFLSDWLRQ�RI
&62V

Ɣ 3UHYDOHQFH�RI
FRQVHQVXV�EDVHG
GHFLVLRQ�PDNLQJ
DSSURDFK�UDWKHU�WKDQ
UHVSHFWLQJ�YRWLQJ
ULJKWV

Ɣ 3ROLWLFL]DWLRQ�RI�WKH
&&0 ZKLFK
GLVUHJDUGV�FROOHFWLYH
LQWHUHVWV�RI�.3V�DQG
SULRULWL]HV�GRQRU
QHHGV

8SZDUG�DFFRXQWDELOLW\
�WRS�GRZQ�DSSURDFK�WR

GHFLVLRQ�PDNLQJ�

��



)LJXUH ,9� /LPLWDWLRQV RI D GRZQZDUG DFFRXQWDELOLW\ IUDPHZRUN� 7KH ILJXUH EHORZ

VXPPDUL]HV WKH NH\ FKDOOHQJHV WR DGRSWLQJ D SXUHO\ XSZDUG DFFRXQWDELOLW\ IUDPHZRUN ZLWKLQ WKH

&&0V�DV�REVHUYHG�IURP�WKH�SUHYLRXV�FDVH�VWXGLHV

��



$V KLJKOLJKWHG LQ WDEOH ,, DQG ILJXUH ,9� ZH XVHG RXU DFFRXQWDELOLW\ IUDPHZRUN WR VLWXDWH WKH
GLIIHUHQW &&0 FDVHV� XVLQJ D SXUHO\ XSZDUG DFFRXQWDELOLW\ PRGHO LQFUHDVHV ULVN RI H[FOXVLRQ�
OLPLWHG WUDQVSDUHQF\� D ODFN RI DFFRXQWDELOLW\ WR NH\ SRSXODWLRQV� DQG SROLWLFL]DWLRQ RI WKH &&0�
7KRXJK WKLV W\SH RI YHUWLFDO DSSURDFK LV WKH VWDQGDUG ZLWKLQ WKH KHDOWK�KXPDQLWDULDQ
GHYHORSPHQW QH[XV LW FRXOG OLNHO\ QXUWXUH FRQVWUXFWV RI SRZHU DV\PPHWULHV IURP RQH SRLQW WR
WKH RWKHU� 7KHUH LV D QHHG IRU DQ DSSURDFK WR DFFRXQWDELOLW\ WKDW WDNHV RQ D PRUH KRUL]RQWDO
HQJDJHPHQW� WKDW FHQWHUV PHDQLQJIXO FURVV FROODERUDWLRQ DQG DFWLYH GLDORJXH DPRQJVW WKH PRVW
LPSDFWHG VWDNHKROGHUV� 7KH QRUPDOL]HG G\QDPLF RI WKH FHQWHUHG DQG SHULSKHUDOL]HG HQWLWLHV
VKRXOG�EH�GLVUXSWHG�E\�YLHZLQJ�WKLV�UHODWLRQ�DV�PRUH�F\FOLFDO�

%DVHG RQ WKH ILYH FDVH VWXGLHV KLJKOLJKWHG LQ RXU UHSRUW� LW LV HYLGHQW WKDW WKH &&0V RIWHQ DGRSW
DQ XSZDUG DFFRXQWDELOLW\ DSSURDFK ZKHUHE\ WKRVH ZLWK PRUH SROLWLFDO SRZHU DQG LQIOXHQFH KDYH
PRUH OHYHUDJH RYHU GHFLVLRQ�PDNLQJ� 7KH PRVW SUHYDLOLQJ OLPLWDWLRQV RI WKH &&0V DFURVV RXU
FDVH VWXGLHV DUH WKH ODFN RI WUDQVSDUHQF\� LQFOXVLRQ DV ZHOO DV WKH DFWLYH SDUWLFLSDWLRQ RI GLIIHUHQW
VWDNHKROGHUV� HVSHFLDOO\ &62V DQG .3V� 0RUHRYHU� WKH &&0V WHQG WR EH KLJKO\ SROLWLFL]HG� DV LQ
WKH FDVH RI (WKLRSLD� PDNLQJ GHFLVLRQV WKDW SULPDULO\ DSSHDO WR GRQRUV UDWKHU WKDQ IRFXVLQJ RQ
DGGUHVVLQJ WKH QHHGV RI WKH DIIHFWHG SRSXODWLRQV� ,Q WKLV FDVH� WUDQVSDUHQF\ DQG DFFRXQWDELOLW\
ZLWKLQ WKH &&0 IUDPHZRUN EHFRPH PHUHO\ EX]]ZRUGV ZLWK QR SUDFWLFDO DSSOLFDWLRQ RQ WKH
JURXQG� 6LQFH :HVWHUQ GRQRU FRXQWULHV ZLHOG VLJQLILFDQW LQIOXHQFH RQ WKH *) ERDUG� DW WKH VDPH
WLPH WKH\ IDLO WR JUDVS WKH ORFDO FRPSOH[LW\ RI FXOWXUDO DQG SROLWLFDO FLUFXPVWDQFHV� )RU WKDW�
&&0V WHQG WR WDLORU WKHLU JUDQW SURSRVDOV LQ D ZD\ WKDW DSSHDOV WR GRQRUV LQVWHDG RI DGGUHVVLQJ
WKH QHHGV RI .3V� 7KLV� LQ WXUQ� MHRSDUGL]HV WKH DFFRXQWDELOLW\ RI WKH &&0V DQG UHQGHUV GRQRUV
SRZHUIXO DFWRUV LQ WKH DFFRXQWDELOLW\ UHODWLRQVKLS� :DIXOD HW DO� ������ LGHQWLI\ WKLV SURFHVV DV
³RQZDUG DFFRXQWDELOLW\´ WR GRQRUV ZKHUHE\ ZLWKKROGLQJ ILQDQFLDO DVVLVWDQFH LV XVHG DV D VWUDWHJ\
WR LQIOXHQFH WKH GHFLVLRQ�PDNLQJ RI &&0 PHPEHUV WR PHHW WKH GHPDQG RI WKH GRQRUV� ,Q WKLV
FDVH� WKH LQFOXVLRQ RI EHQHILFLDULHV� FRPPXQLW\ RUJDQL]DWLRQV� DQG &62V ZLWKLQ WKH &&0
PHFKDQLVP GRHV QRW QHFHVVDULO\ HQWDLO WKHLU HIIHFWLYH UHSUHVHQWDWLRQ DQG DFWLYH SDUWLFLSDWLRQ LQ
WKH GHFLVLRQ�PDNLQJ SURFHVV� 7KH &&0V UHSUHVHQW WKH QDWLRQDO ERGLHV� HQFRPSDVVLQJ
PXOWL�VWDNHKROGHUV� ZKR VXEPLW DQG RYHUVHH *)¶V JUDQWV RQ EHKDOI RI WKHLU FRXQWULHV� 7KH\ DUH
EDVHG RQ WZR NH\ SULQFLSOHV� WUDQVSDUHQF\ DQG LQFOXVLYHQHVV �*)� ������ 7KXV� ZKHQ H[DPLQLQJ
WKH HIILFLHQF\ RI WKH &&0V� ZH PXVW XQSDFN WKH FRQFHSW RI LQFOXVLRQ WR GHWHUPLQH ZKHWKHU LW
PHUHO\ HQWDLOV WKH SUHVHQFH RI DFWRUV RU DOVR WKHLU DFWLYH SDUWLFLSDWLRQ LQ WKH QHJRWLDWLRQ SURFHVV
E\ HPEUDFLQJ WKHLU YRLFHV� LGHDV� DQG SURSRVDOV� :KHQ WKH HQIRUFHPHQW RI &&0 GHFLVLRQV
KHDYLO\ UHOLHV RQ D WRS�GRZQ DSSURDFK ZKHUHE\� IXQGHUV DQG VWDWH DJHQFLHV EHFRPH DW WKH FHQWHU
RI GHFLVLRQ�PDNLQJ ZKLOH ORFDO FRPPXQLWLHV DQG .3V EHFRPH SHULSKHUDOL]HG� 7KHUHIRUH� XVLQJ D
SXUHO\ XSZDUG DFFRXQWDELOLW\ PRGHO� DV LQ WKH PDMRULW\ RI WKH FDVH VWXGLHV H[DPLQHG LQ RXU
UHSRUW� UHQGHUV WKH &&0V OHVV LQFOXVLYH� WUDQVSDUHQW� DQG UHSUHVHQWDWLYH RI WKH YRLFHV RI DOO
VWDNHKROGHUV�LW�HQFRPSDVVHV�
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0RUHRYHU� HQVXULQJ WUDQVSDUHQF\ DQG UHSUHVHQWDWLRQ ZLWKLQ WKH &&0V UHTXLUHV UHSUHVHQWLQJ WKH
YRLFHV RI DOO FRPPXQLWLHV� HVSHFLDOO\ WKRVH RQ WKH PDUJLQV OLNH VH[ ZRUNHUV� LQMHFWLRQ GUXJ XVHUV�
WUDQV� DQG JHQGHU QRQ�FRQIRUPLQJ SHRSOH� PHQ ZKR KDYH VH[ ZLWK PHQ� DQG SHRSOH LQ SULVRQV�
7KH UHSUHVHQWDWLRQ RI WKHVH PDUJLQDOL]HG FRPPXQLWLHV LV KLQGHUHG E\ VRFLDO DQG FXOWXUDO
VWLJPDWL]DWLRQ ZKLFK LV WKHQ WUDQVODWHG LQWR KRZ WKH H[RJHQRXV ERGLHV OLNH WKH &&0 RSHUDWH DQG
IXQFWLRQ� ,Q RXU LQWHUYLHZ ZLWK .DWH 7KRPSVRQ� KHDG RI WKH &RPPXQLW\ 5LJKWV DQG *HQGHU
GHSDUWPHQW DW WKH *)� VKH KLJKOLJKWHG WKH QHHG WR KDYH VDIH VSDFHV ZLWKLQ &&0V IRU
PDUJLQDOL]HG FRPPXQLWLHV WR IUHHO\ DQG RSHQO\ H[SUHVV WKHLU RSLQLRQV DQG FRQFHUQV� .DWH
GHWDLOHG WKDW RIWHQ WKH GLIILFXOW\ WKDW VKH VHHV LQ KHU ZRUN ZLWK NH\ SRSXODWLRQ FLYLO VRFLHW\
HQJDJHPHQW LV HQVXULQJ WKH FUHDWLRQ RI VSDFH EHFDXVH RI WKH WLPH DQG HIIRUW LW WDNHV� 6KH WRXFKHG
RQ WKH QRWLRQ RI D ORQJ�WHUP DSSURDFK WR FRPPXQLW\ HQJDJHPHQW WKDW DFWLYHO\ EULQJV LQ WKRVH
PRVW LPSDFWHG E\ FRQVLGHULQJ WKHLU FRQFHUQV ZLWK UHJDUG WR SURJUDPPDWLF GHVLJQ� IXQGLQJ
DOORFDWLRQ� DQG FRUH DFWLYLWLHV� 2WKHUZLVH� DV .DWH H[SODLQHG� DQG DV PHQWLRQHG LQ WKH SULRU
GLVFXVVLRQV WRR RIWHQ WKDQ QRW WKLV SXVKHV FRPPXQLWLHV WR IRFXV RQ GRQRU LQWHUHVW UDWKHU WKDQ WKH
DGYRFDWLQJ HQJDJHPHQW WKDW LV FHQWUDO WR FRPEDWWLQJ WKH WKUHH GLVHDVHV� IRU HQJDJHPHQW :KHQ
LQYHVWPHQW LV QRW GLIIXVHG WKURXJKRXW WKH FRPPXQLW\� .DWH¶V FRPPHQWV VSHDN WR WKH LGHD RI QRW
RQO\ YDOXLQJ FRPPXQLW\ SHUVSHFWLYHV EXW DOVR FHQWHULQJ WKH OLYHG H[SHULHQFHV DQG FXOWXUDO
H[SHUWLVH DV D EDVLV IRU NQRZOHGJH SURGXFWLRQ VLPLODU WR WKH WKHRULHV H[SUHVVHG LQ 'XWWD¶V
&XOWXUH�&HQWHUHG�$SSURDFK�

*DYLQ 5HLG� WKH &RPPXQLW\ (QJDJHPHQW /HDG DW WKH *)� DGGHG WKDW GLIIHUHQW &&0V QHHG WR
DGDSW WKHLU FRPPXQLW\ HQJDJHPHQW VWUDWHJLHV WR DFFRXQW IRU WKH YDULRXV FRQWH[WXDO DQG FXOWXUDO
IDFWRUV LQ WKH FRXQWULHV ZKHUH WKH\ RSHUDWH� %RWK LQWHUYLHZHHV HPSKDVL]HG WKH SHUVLVWHQW ODFN RI
XQGHUVWDQGLQJ RI WKH FRQFHSW RI ³FRPPXQLW\ HQJDJHPHQW´ ZLWKLQ WKH &&0V� &RPPXQLW\
HQJDJHPHQW LV RIWHQ UHJDUGHG DV D RQH�RII RU D WLFN�ER[ H[HUFLVH UDWKHU WKDQ D ORQJ�WHUP DSSURDFK
WR HQVXUH WUXH LQFOXVLYLW\ DQG UHSUHVHQWDWLRQ ZLWKLQ WKH &&0V� *DYLQ DQG .DWH
V FRPPHQWDULHV
ZHUH LQVLJKWIXO FRPSOLPHQWV WR WKH SULRU UHVHDUFK JDWKHUHG DV WKH\ FRQWH[WXDOL]HG WKH GLIIHUHQW
LVVXHV KLJKOLJKWHG ZLWK UHJDUG WR LPEDODQFHV LQ HQJDJHPHQW DQG RXWFRPH� :KLOH *DYLQ
XQGHUVFRUHG WKH FRPSOH[LWLHV ZLWKLQ D FRPPXQLW\ DQG WKH PDQ\ GLIIHUHQW FRQILJXUDWLRQV LW H[LVWV
LQ LPSDFWLQJ KRZ D KXPDQ ULJKWV�EDVHG DSSURDFK PDQLIHVWV� .DWH H[SUHVVHG WKDW &RPPXQLW\
HQJDJHPHQW WKDW LV PHDQLQJIXO UHTXLUHV DQ XQGHUVWDQGLQJ WKDW FRPPXQLW\ LV QRW D XQLIRUP ERG\
DQG WKHUH QHHGV WR EH DQ HPEUDFH RI GLVFRPIRUW DQG GLVDJUHHPHQWV ZKHUH GLIIHUHQFH LV YDOXHG
DQG DVVXPSWLRQV DUH FKDOOHQJHG� 7KLV ZD\� FRPPXQLWLHV SOD\ D SULQFLSDO UROH LQ KROGLQJ WKH *)
DFFRXQWDEOH� &RPPXQLW\ HQJDJHPHQW VKRXOG EH DQ RQJRLQJ SURFHVV IUDPHG ZLWKLQ D FRQWH[W RI
WUXVW DQG UHVSHFW ZKHUHE\ GLYHUVH DQG XQGHUUHSUHVHQWHG FRPPXQLWLHV DUH LQYROYHG DW HYHU\ VWHS
RI WKH GHFLVLRQ�PDNLQJ� 2QO\ WKHQ FDQ &&0V WUXO\ HQFRPSDVV WKH YDOXHV RI WUDQVSDUHQF\ DQG
UHSUHVHQWDWLRQ DQG EHFRPH DQ LPSDFWIXO PHFKDQLVP IRU LQFUHDVLQJ PHDQLQJIXO FRPPXQLW\
HQJDJHPHQW�DQG�GLDORJXH�DPRQJVW�RIWHQ�VLOHQFHG�JURXSV�

��



&RORQLDOLW\ RI .QRZOHGJH 3URGXFWLRQ LQ WKH &RQWH[W RI &&0
FRPPXQLW\�(QJDJHPHQW

7KH QRWLRQ RI FRORQLDOLW\ GHWDLOV WKH HODVWLF DQG VWUXFWXUDO H[LVWHQFH RI SRZHU DV\PPHWULHV DQG
PHFKDQLVPV RI GLVSRVVHVVLRQ WKURXJK KHJHPRQ\ DQG SRZHU LPSRVLWLRQ� 7KH JOREDO KHDOWK
IXQGLQJ LQVWLWXWLRQV WKDW H[LVW WRGD\ DUH PRVWO\ GRPLQDWHG E\ DQG FRQFHQWUDWHG DGPLQLVWUDWLYHO\
LQ WKH *OREDO 1RUWK RIWHQ GLVFRQQHFWHG IURP WKH OLYHG H[SHULHQFHV DQG JURXQG UHDOLWLHV RI WKH
LPSDFWHG EHQHILFLDULHV� 7KRXJK WKH &&0 LV D PHFKDQLVP WKDW WKH *) LPSOHPHQWHG WR FRPEDW WKH
OLPLWDWLRQV LQ FRPPXQLW\ LQYROYHPHQW� WKHUH VWLOO H[LVW PDMRU JDSV LQ WKLV PHGLDWLRQ DV UHJXODWRU\
DVSHFWV WKDW HQVXUH FRPPXQLFDWLYH LQIUDVWUXFWXUHV WKDW FRQVLGHU� UHFHLYH� DQG HPEUDFH WKH LGHDV
DQG�FRQFHUQV�RI�WKH�FRPPXQLWLHV�PRVW�LPSDFWHG�DUH�PLVVLQJ�

,QIHULRUL]LQJ WKH ZRUN� H[SHUWLVH� DQG DSSURDFKHV IURP $IULFD E\ $IULFDQV DV VHHQ LQ WKH FDVH
VWXGLHV GHWDLOHG DERYH� LQ JOREDO KHDOWK DSSURDFKHV WR VROXWLRQL]LQJ SRVLWLYH FKDQJH LQ $IULFD LV
UHIOHFWLYH RI ZKLWH VXSUHPDF\� ZKLFK LV QRW RQO\ ZHOO GRFXPHQWHG LQ WKH OLWHUDWXUH WR EH D
V\VWHPLF LVVXH EXW DOVR D VWUXFWXUDO RQH� :KHQ ORFDO SHUVSHFWLYHV RI NH\ SRSXODWLRQV DUH
GLVPLVVHG GXULQJ SURFHVVHV RI &&0 PHFKDQLVPV EHFDXVH RI UHDVRQV OLNH OLPLWHG WHFKQLFDO
FRPSHWHQFH RU FDSDFLW\� DOO ZKLOH QHJOHFWLQJ WKH OLYHG YDOLGLW\ RI WKHLU OLYHG H[SHULHQFH� WKH
ODUJHU VWUXFWXUDO LVVXH RI HPEHGGHG FRORQLDOLW\ UHYHDOV LWVHOI� :KLWH VXSUHPDF\ LQ NQRZOHGJH
PDQDJHPHQW LV ZKDW DOORZV IRU WKH GLVWUXVW RI ZRUN FRPLQJ IURP $IULFD DV D JHQHUDOL]HG DQG
VXEDOWHUQ VSDFH DW WKH PDUJLQ ,Q JOREDO KHDOWK� WKLV ORRNV OLNH NH\ SRSXODWLRQV DUH QRW EHLQJ
LQYROYHG LQ WKH GHYHORSPHQW DQG GHFLVLRQ�PDNLQJ SURFHVVHV RI WKH &&0 LQ PHDQLQJIXO ZD\V� ,Q
$EGLVDODQ 1RRU¶V SDSHU RQ FRXQWU\ RZQHUVKLS LQ JOREDO KHDOWK� KH ZULWHV DERXW ³&RQIXVLRQ RI
FRQWURO RYHU UHVRXUFHV ZLWK D YDOXH RI LGHDV´ ZKHUH HWKLFDO SDUWQHUV NQRZ WKHLU UROH DV RQH RI
VXSSRUW �1RRU� ������ 7KH ORQJVWDQGLQJ SUDFWLFH RI GLVPLVVLQJ NQRZOHGJH DQG SUDFWLFHV IURP
SHRSOH ZRUNLQJ RQ WKH JURXQG LV GHWULPHQWDO WR SRVLWLYH FKDQJH�PDNLQJ� � 7R H[SDQG RQ WKH
FULWLTXHV PDGH E\ &DWKHULQH .\REXWXQJL� ([HFXWLYH 'LUHFWRU RI WKH $IULFDQ 3RSXODWLRQ DQG
+HDOWK 5HVHDUFK &HQWHU LQ .HQ\D $JQHV %LQDJZDKR� 9LFH &KDQFHOORU RI WKH 8QLYHUVLW\ RI
*OREDO +HDOWK (TXLW\ LQ 5ZDQGD LQ *OREDO +HDOWK 0DWWHU SRGFDVW RQ $FWLRQV IRU GHFRORQL]LQJ
JOREDO KHDOWK� LQ WKH KXPDQLWDULDQ GHYHORSPHQW KHDOWK QH[XV VSDFH RI ZRUN� WKH UROH RI
NQRZOHGJH SURGXFWLRQV PXVW EH FRQVLGHUHG YHU\ VWURQJO\ DV WKH FXUUHQW PRGH RI DSSURDFK
DORQJVLGH WKH UHVHDUFK DQG NQRZOHGJH HFRV\VWHP LV LQWHQVHO\ VXSSRUWLYH RI VDYLRU FRPSOH[HV DQG
VXSUHPDF\��$VODQ\DQ��������

7KH QRUPDWLYH DQG VWDQGDUG DSSURDFK RI VROXWLRQL]LQJ IRU JOREDO KHDOWK WKURXJK WKH H[LVWLQJ
NQRZOHGJH V\VWHP XVXDOO\ FRQVLVWV RI GLVFRQQHFWHG PHWKRGV RI GHILQLQJ D SUREOHP WKURXJK
OLWHUDWXUH UHYLHZV PDGH XS RI NQRZOHGJH SURGXFHG DQG PDLQWDLQHG E\ VLPLODU H[SHUWLVH DQG
SRVLWLRQDOLWLHV� )URP WKLV GLV�DWWDFKHG DQDO\VLV RI WKH SUREOHP� VROXWLRQV DUH WKHQ FRQFHSWXDOL]HG
EDVHG RQ WKH SUREOHP WKDW WKH UHVHDUFK RU H[SHUW KDV HVVHQWLDOO\ GHILQHG DQG QRW WKH UHDO

��



SUREOHP�V� WKDW H[LVWV� $V PHQWLRQHG E\ 0V� .\REXWXQJL DQG 0V� %LQDJZKR� WKLV
VHOI�SHUSHWXDWLQJ F\FOH RI H[FOXVLRQ DQG FRQWURO ZKHUH VRPH NQRZOHGJH LV OHJLWLPL]HG DQG
FRQVLGHUHG YDOXDEOH ZKLOVW RWKHU NQRZOHGJH LV QRW VROLGLILHV D KLHUDUFKL]HG SRODULW\ EHWZHHQ
WKRVH ZKR KDYH DFFHVV WR DQG ZRUN ZLWKLQ VSDFHV RI OHJLWLPL]HG NQRZOHGJH�NQRZOHGJH
SURGXFWLRQ DQG WKRVH ZKR GR QRW� ,Q $QLEDO 4XLMDQR¶V ZRUN RQ WKH FRORQLDOLW\ RI SRZHU KH
GHWHUPLQHV WKDW SRZHU LV EDVHG RQ WKH UDFLDOL]HG VRFLDO FODVVLILFDWLRQV RI WKH ZRUOG XQGHU
HXUR�FHQWHUHG SRZHU� EXW LW JRHV EH\RQG WKH SUREOHP RI UDFLVP LQ VRFLDO UHODWLRQV DV LW VKDSHG WKH
IRXQGDWLRQV RI ³FDSLWDOLVW FRORQLDO�PRGHUQ ZRUOG SRZHU´ �4XLMDQR� ������ 7KH FRORQLDO PDWUL[
RI SRZHU REIXVFDWHV H[SHULHQFHV WKDW H[LVW LQ WKH SDUWV RI WKH ZRUOG UHOHJDWHG WR WKH *OREDO 6RXWK
RU RWKHUZLVH XQGHUVWRRG DV WKH SHULSKHU\� 7KRXJK VXEWOH� WKH ZRUN RI V\VWHPDWLFDOO\ UHPRYLQJ
WKH YRLFHV RI FRQFHUQ WKDW DUH DOUHDG\ ³RWKHUHG´ LQ GHFLVLRQV LPSDFWLQJ WKHLU KXPDQLW\ LV DQ
H[DPSOH RI WKH FRORQLDOLW\ RI SRZHU ZRUNLQJ HSLVWHPLFDOO\� WKURXJK NQRZOHGJH PDQDJHPHQW� DQG
SURGXFWLRQ�

,Q *HQH 5LFKDUGVRQ¶V ERRN (SLGHPLF ,OOXVLRQV RQ WKH &RORQLDOLW\ RI *OREDO 3XEOLF +HDOWK� KH
XVHV WKH H[DPSOH RI HSLGHPLRORJLFDO UHVHDUFK PHWKRGV LQ 3XEOLF KHDOWK WR GHPRQVWUDWH KRZ WKH
ORFXV RI NQRZOHGJH SURGXFWLRQV LPSDFW LQWHUYHQWLRQV DQG KHDOWK RXWFRPHV� 5LFKDUGVRQ¶V DQDO\VLV
LPSOLHV WKDW WKHUH LV D FHUWDLQ OHYHO RI LGHRORJLFDO ZRUN SURGXFHG WKURXJK WKH XVH RI
FRQWHPSRUDU\ VFLHQFH RU WKH XQLYHUVDOO\ DFFHSWHG QRUP RI NQRZOHGJH SURGXFWLRQV FRPLQJ IURP
WKH ORFXV RI WKH *OREDO 1RUWK ZKLFK KH GHVFULEHV DV LQKHUHQWO\ SURPRWLYH RI QHROLEHUDO DJHQGDV
WKDW FDQ DOVR SHUSHWXDWH V\VWHPV RI RSSUHVVLRQ�5LFKDUGVRQ� ������ 7KH XQLYHUVDOL]DWLRQ RI
ZHVWHUQ QHROLEHUDO DSSURDFKHV LQ WKH ILHOG RI JOREDO SXEOLF KHDOWK DQG GHYHORSPHQW ZRUN RIWHQ
PDQLIHVWV DV GLVFRQQHFWHG FRUSRUDWL]HG LQWHUYHQWLRQV WKDW IDLO WR HQJDJH WKRVH PRVW FRQFHUQHG LQ
D PHDQLQJIXO PDQQHU DV LV WKH FDVH IRU WKH *) DQG WKH &&0V� 7KH KDUP LQ VROHO\ DSSO\LQJ RQH
OHQV RI XQGHUVWDQGLQJ LV WKDW WKH ELJJHU SLFWXUH LV RIWHQ PLVVHG� 7KHUH LV YDOXH LQ FRQVXOWLQJ�
HQJDJLQJ� DQG FROODERUDWLQJ WR VROXWLRQL]H� 2IWHQ WKH QRUPDWLYH� OHJLWLPL]HG� DQG DFFHSWHG
DSSURDFKHV WR UHVHDUFK DQG GHYHORSPHQW ZRUN WDNHV RQ D WHFKQLFDO DQG YHU\ SUDFWLFH�RULHQWHG
DSSURDFK WR WKH KXPDQ H[SHULHQFH� 7KH UHVHDUFKHU RU H[SHUW� ZKR ILQGV VROXWLRQV IRU SUREOHPV
WKDW WKH\ KDYH GHILQHG WKURXJK D OLPLWHG VFRSH RI XQGHUVWDQGLQJ RIWHQ ODFNLQJ LQ H[SHULHQWLDO
LQVLJKW� LV MXVWLILHG LQ WKHLU LQGLYLGXDOL]HG VHQVH RI VDYLRU�LVP� 5LFKDUGVRQ GHVFULEHV D NLQG RI
V\VWHPDWLF REVFXULQJ WKDW RFFXUV ZLWK WKH XVH RI PHFKDQLVWLF DSSURDFKHV WR SHRSOHV DQG SODFHV
WKURXJK KLV FRQWH[WXDOL]DWLRQ RI HSLGHPLRORJ\ LQ WKH ILHOG RI SXEOLF KHDOWK ZKHUH TXDQWLILDEOH
LQGLFHV DUH FRUH WR WKH QDUUDWLYH JHQHUDWHG IRU DQG DERXW SRSXODWLRQV �5LFKDUGVRQ� ������ 7KHUH LV
QR REMHFWLYH ZD\ RI DSSURDFKLQJ WKH KXPDQ H[SHULHQFH� DV HYHU\WKLQJ LV LPSDFWHG E\
PXOWLIDFHWHG UHDOLWLHV DQG FKDQJLQJ G\QDPLFV� ,QHYLWDEO\� HYHQ ZLWK WKH ZHVWHUQ VFLHQWLILF
OHJLWLPL]HG DQG QRUPDWLYH ZD\V RI SHUFHLYLQJ� WKH SHUFHSWLRQ RI DQ LVVXH FRPLQJ IURP D VLQJOH
VLWH RI FRQIRUPLW\ ZLOO KDYH WKH SROLWLFDO LGHDOV DQG H[SHULHQFHV RI D VSHFLILF FRQWH[W DQG
SRVLWLRQDOLW\ ZKLFK FDQ EH GHWULPHQWDO ZKHQ XQLYHUVDOL]HG DQG GLIIXVHG WR RWKHU VSDFHV ZKHUH
H[SHULHQFHV� YDOXHV� DQG ZRUOG DSSURDFKHV GLIIHU� ,Q WKLV UHVSHFW� 5LFKDUGVRQ XVHV HSLGHPLRORJ\
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WR LOOXVWUDWH KRZ ZLWKLQ SXEOLF KHDOWK� LWV XVH� FDQ LQHVFDSDEO\ H[LVW DV D SROLWLFDO WRRO WKDW
SURMHFWV�FHUWDLQ�LGHDOV�DQG�IRVWHUV�F\FOHV�RI�H[FOXVLRQ�

$V PHQWLRQHG EHIRUH� ZLWKLQ JOREDO KHDOWK GHYHORSPHQW ZRUN� WKHUH LV D FHUWDLQ OHYHO RI
FRUSRUDWL]DWLRQ HPEHGGHG LQ PHFKDQLVPV IRU FKDQJH ZKHUH OHYHOV RI EXUHDXFUDWLF DUUDQJHPHQWV
ZLWKLQ WKH DGPLQLVWUDWLYH ERGLHV VWURQJO\ DOLJQ ZLWK YHUWLFDO WRS�GRZQ H[FKDQJHV DQG XSZDUG
DFFRXQWDELOLW\ PHFKDQLVPV� 7KH FRUSRUDWL]DWLRQ RI FKDQJH ZLWKLQ WKH KXPDQLWDULDQ�JOREDO
KHDOWK�GHYHORSPHQW QH[XV LV KLJKO\ UHIOHFWHG WKURXJK WKH WHFKQLFDO DSSURDFKHV WR PHDQLQJIXO
HQJDJHPHQW RI WKH FRPPXQLW\ DQG LQGLYLGXDOV PRVW LPSDFWHG E\ WKDW GH�FHQWHU WKHLU KXPDQ
H[SHULHQFH WKURXJK D SUDFWLFH RULHQWHG� WHFKQLFDO� DQG OHJLWLPL]HG DQDO\VLV RI WKH SHRSOH DQG
SODFHV WKDW OLNHO\ GRHV QRW FRQVLGHU UHDO OLYHV RI WKH RQHV FRQFHUQHG� 7KLV DJDLQ FRPHV IURP DQ
DSSURDFK ZKHUH ³WKH H[SHUW´ GHILQHV WKH SUREOHP DQG WKHQ FUHDWHV D VROXWLRQ GHVSLWH LW EHLQJ
UHIOHFWLYH RI ZKDW WKH WUXH LVVXH�V� DUH� 7KLV LGHD WKDW WKHUH VKRXOG EH FRQVXOWDWLRQ IURP RQO\ WKH
GHHPHG H[SHUW DQG D VRUW RI KLHUDUFKLFDO GLIIHUHQWLDWLRQ EHWZHHQ WKHLU NQRZOHGJH DV ZHOO DV
HTXLSSHG WR VDYH WKH SHUVRQV WKH\ KDYH VWXGLHG XQGHU ³VFLHQWLILF PHWKRGRORJ\´ YHUVXV WKH
FRQFHUQHG DQG PRVW LPSDFWHG SHUVRQ RQ WKH PDUJLQV ZLWK OLYHG H[SHULHQFH DQG FXOWXUDOO\ URRWHG
H[SHUWLVH LV VHHQ LQ WKH &&0V ZKHQ UHVRXUFH DOORFDWLRQ LV QRW SXW WRZDUGV EHKDYLRUDO FKDQJH
PHFKDQLVP IRU FRPEDWLQJ KHDOWK GLVSDULWLHV OLNH DGYRFDF\ ZRUN DQG WKH FHQWHULQJ WKH QDUUDWLYHV
RI WKH NH\ SRSXODWLRQ EXW UDWKHU WRZDUGV WHFKQLFDO SURMHFW LQWHUYHQWLRQ DQG ZRUN WKDW LV ODFNLQJ LQ
WKLV SHRSOH�FHQWHUHG DSSURDFK� LV� 7KLV SDUDGR[ LV DJDLQ UHIOHFWLYH RI D EXUHDXFUDWLF FRUSRUDWH
DJHQGD WKDW H[LVWV LQ VSDFHV RI DFFXPXODWLRQ DQG QHROLEHUDO FDSLWDOLVP� $ SURJUDPPDWLF DQG
FRQFHSWXDO GHVLJQ LQWHQGHG IRU VXVWDLQDEOH DQG VWUXFWXUDO FKDQJH VKRXOG H[KLELW D
SHRSOH�FHQWHUHG DQG FRPPXQLW\�RULHQWHG DSSURDFK WKDW WDNHV RQ D K\EULGL]HG IRUP RI XSZDUG
DQG GRZQZDUG DFFRXQWDELOLW\ DQG LV UHVLVWDQW WRZDUGV FRUSRUDWH PRGHOV RI ZRUN WKDW KDYH WKH
VWURQJ�SRWHQWLDO�WR�GHFHQWHU�WKH�KXPDQ�H[SHULHQFH�

7KHVH W\SHV RI DGYHQWXUHV HPERG\ UHDOLWLHV RI HSLVWHPLF YLROHQFH WKDW *D\DWUL 6SLYDN KLJKOLJKWV
LQ KHU WH[W ³&DQ WKH 6XEDOWHUQ 6SHDN´ �6SLYDN� ������ 6SLYDN¶V GLVFRXUVH RQ WKH VXEDOWHUQ
SURYLGHV D FULWLFDO UHDOP RI DQDO\VLV ZKHQ HYDOXDWLQJ KRZ ZRUN LV GRQH RQ SHRSOH LQ JOREDO
KHDOWK UDWKHU WKDQ LQ VXSSRUW DQG FROODERUDWLRQ� 7KH VXEDOWHUQ UHSUHVHQWV WKH ZKROO\ PDUJLQDOL]HG
ZKR ZKHQ WKH\ VSHDN DUH QRW OLVWHQHG WR �%UXQQHU� ����� 6XEDOWHUQLW\ UHODWHV WR WKH UDFLDOL]HG�
FODVVHG� JHQGHUHG� DQG RWKHUHG VXEMHFW ZKR LV LQYLVLELOL]HG DQG XQKHDUG� 7KH VXEDOWHUQ FRQGLWLRQ
UHIHUV WR RQH UHPRYHG IURP GRPLQDQW GLVFXUVLYH VSDFHV DQG SDWKZD\V RI PRYHPHQW LQWR
KHJHPRQ\�´�'XWWD ����� �6SLYDN ������ $SSO\LQJ WKH FRQFHSW RI VXEDOWHUQLW\ WR WKH FLYLO
VRFLHW\�NH\ SRSXODWLRQ FRPPXQLWLHV DQG &&0 ERG\ KLJKOLJKWV WKH OHYHO RI GLIIHUHQFH HPEHGGHG
LQ�LQIUDVWUXFWXUHV�WKDW�GR�QRW�HPSKDVL]H�FHQWHULQJ�FRPPXQLW\�YRLFH�DQG�FXOWXUDO�H[SHUWLVH�

&XOWXUH�&HQWHUHG�$SSURDFK
0RKDQ 'XWWD¶V WKHRUHWLFDO IUDPHZRUN RI WKH FXOWXUH� FHQWHUHG DSSURDFK �&&$� LV D KHOSIXO VWDJH
WKURXJK ZKLFK RQH FDQ FRQFHSWXDOL]H WKH SURFHVV RI VWUXFWXUDO FKDQJH E\ FHQWHULQJ WKH YRLFHV RI
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WKH W\SLFDOO\ VLOHQFHG DQG KLVWRULFDOO\ PDUJLQDOL]HG� 'XWWD UHIHUV WR WKH &&$ DV DQ LQWHQWLRQDO DQG
PHWKRGRORJLFDO VWUDWHJ\ WKDW QRW RQO\ LQFOXGHV WKH YRLFHV RI WKRVH RQ WKH PDUJLQV EXW DFWLYHO\
FHQWHUV WKH ³VXEDOWHUQ´ H[SHULHQFH LQ NQRZOHGJH SURGXFWLRQ DQG IRUPXODWLRQ RI LQWHUYHQWLRQV�
7KH QRWLRQ RI FRFUHDWLQJ LV LQWHJUDO WR WKH &&$ DV LW HPSKDVL]HV WKH QHHG WR« ³FR�FUHDWH
LQIUDVWUXFWXUHV RI OLVWHQLQJ WR NQRZOHGJH FODLPV WKDW DUH URRWHG LQ WKH OLYHG H[SHULHQFHV RI
FRPPXQLWLHV DW WKH JOREDO PDUJLQV �'XWWD� ����� �����´ 7KH &&$ WKHRUL]HV WKDW D SULQFLSDO
UHDVRQ IRU VWUXFWXUDO GLVSDULWLHV LQ KHDOWK DQG ZHOOEHLQJ DUH OLNHO\ URRWHG LQ LQHTXDOLWLHV LQ
³RSSRUWXQLWLHV IRU FRPPXQLW\ YRLFHV WR EH KHDUG�´�'XWWD�� &R�FUHDWLRQ RI VSDFHV WKDW VLWXDWH
FRPPXQLW\ NQRZOHGJH� OLYHG H[SHULHQFH� DQG ³RWKHUHG´ H[SHUWLVH FDQ JLYH ZD\ WR WKH
WUDQVIRUPDWLYH VRFLR�FXOWXUDO DQG SROLWLFDO FKDQJH QHHGHG WR SRVLWLYHO\ LPSDFW FRXQWU\ RZQHUVKLS
DQG�DFFRXQWDELOLW\��HVSHFLDOO\�LQ�WKH�FRQWH[W�RI�*OREDO�+HDOWK�

7KH FXOWXUH�FHQWHUHG DSSURDFK SRVLWV WKDW WKURXJK FXOWXUH DQG FRPPXQLW\�GULYHQ SUREOHP
LGHQWLILFDWLRQ DQG VXEVHTXHQW VROXWLRQL]LQJ WKHUH FDQ EH VXVWDLQDEOH LPSDFW RQ FRPEDWLQJ WKH
W\SLFDO HUDVXUHV RI SHRSOH KLVWRULFDOO\ PDUJLQDOL]HG DQG SRVLWLRQHG DW WKH ORZHU HQG RI WKH
YHUWLFDO DSSURDFK� 7KRXJK WKH &&$ ILQGV LWV URRWV RI LQFOXVLYLW\ ZLWKLQ WKH UHDOP RI WKH
DFDGHPLF�FRPPXQLW\ SDUWQHUVKLSV &RPPXQLW\ EDVHG SDUWLFLSDWRU\ UHVHDUFK �&%35�� LW H[SDQGV
RQ LW WKLV E\ HPSKDVL]LQJ WKH FRPPXQLW\ DV WKH SULPDU\ UHVRXUFH IRU NQRZOHGJH JHQHUDWLRQ DQG
WKH«��´ DFDGHPLF SDUWQHU IDFLOLWDWHV EULQJLQJ LQWR KHJHPRQ\ VXEDOWHUQ NQRZOHGJH
FODLPV�´�'XWWD ����� 'XWWD¶V ZRUN FRQVLGHUV WKH UROH RI SRZHU DV\PPHWULHV IRU WKRVH UHOHJDWHG
WR VSDFHV RI VXEDOWHUQLW\ LQ GHYHORSLQJ HTXLWDEOH FRPPXQLFDWLYH VWUXFWXUHV WKDW DOORZ IRU
PHDQLQJIXO H[FKDQJH DQG UHFHSWLRQ E\ FHQWHULQJ WKH VLOHQFHG ILUVW� +H GHVFULEHV D
PHWKRGRORJLFDO SURFHVV RI GLVUXSWLQJ WKH UHSURGXFWLRQ RI HUDVXUHV ZLWKLQ VWUXFWXUHV LQ SRVLWLRQV
RI GRPLQDQFH RU SRZHU� 7KH VXEDOWHUQ RIWHQWLPHV LV LPSRVHG DV D VRUW RI PHGLDWRU LQ RUGHU WR EH
DFNQRZOHGJHG RU KHDUG� :LWK PHGLDWLRQ RU KDYLQJ VRPHRQH VSHDN IRU \RX� GLVWDQFH IURP WKH
WUXWK RI WKH VXEDOWHUQµV H[SHULHQFH LQFUHDVHV HDFK WLPH WKHLU VWRU\ LV WROG� XVHG� KDLOHG� DQG �RU�
H[DPLQHG IRU WKHP� 7KH PHGLDWRU WKHQ EHFRPHV WKH GULYHU RI HSLVWHPLF YLROHQFH ZKHUH WKH\ SOD\
D NH\ UROH LQ IXUWKHU VLOHQFLQJ WKH W\SLFDOO\ VLOHQFHG SHUVRQ� $V 'XWWD DVVHUWV WKURXJK WKH &&$�
DQG DV HPSKDVL]HG WKURXJK D QXPEHU RI WKH LQWHUYLHZV FRQGXFWHG� ZKHUH WKHUH LV DQ XQOHYHOHG
G\QDPLF RI UHFHSWLRQ� UHFRJQLWLRQ� DQG HPEUDFH RI LGHDV DQG NQRZOHGJH IURP FRPPXQLWLHV RQ
WKH PDUJLQV WKHUH LV DOVR WKH LQHYLWDEOH UHSURGXFWLRQ RI SRZHU DV\PPHWULHV� ,QHTXDOLWLHV LQ
FRPPXQLFDWLYH VWUXFWXUHV IRU GLDORJXH IRVWHU DVSHFWV RI KHJHPRQ\� SRZHU LPSRVLWLRQ� DQG
FRORQLDOLW\ ZKLFK VKDSH WKH UHODWLRQVKLS LQ IDYRU RI WKH PRUH SRZHUIXO DFWRU DQG SHUSHWXDWH
V\VWHPV�RI�VLOHQFLQJ�

7KH &&$ LQYLWHV XV WR PHWKRGRORJLFDOO\ LQWHUURJDWH KHJHPRQLF SRZHU V\VWHPV WKDW VLOHQFH
SHRSOH WKURXJK DFWLYH OLVWHQLQJ DQG PHDQLQJIXO HQJDJHPHQW� 3DUWLFLSDWLRQ� SDUWQHUVKLSV�
FRPPXQLFDWLRQ GLDORJXH� DQG UHIOH[LYLW\ DUH WRROV WKDW FDQ EH XVHG WR PHWKRGRORJLFDOO\
LPSOHPHQW FXOWXUH�FHQWHU SURMHFWV ZLWK D FXOWXUDOO\ FHQWHUHG DSSURDFK� 7KH &&0 LV DQ LQKHUHQWO\
ELDVHG PHFKDQLVP IRU FKDQJH ZKHUHLQ DVSHFWV RI FRORQLDOLW\ H[LVW JLYHQ WKH EXUHDXFUDWLF DQG
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LQVWLWXWLRQDO QDWXUH RI LWV IRXQGDWLRQ� 'HVSLWH EHLQJ DQ DGGHG HOHPHQW WR WKH *OREDO )XQG WR
FRPEDW WKH ODFNLQJ FRPPXQLW\ YRLFH� EROVWHU HQJDJHPHQW RI NH\ SRSXODWLRQV LQ GHFLVLRQV WKDW
FRQFHUQ WKHP� DQG LQFUHDVH FRXQWU\ RZQHUVKLS� LW H[KLELWV D PRUH WRS�GRZQ YHUWLFDO DSSURDFK
WKDW�OHDYHV�PDQ\�SHRSOH�RXW�

7KURXJK DQ XQGHUVWDQGLQJ DW WKH FRQFHSWLRQ RI DQ LQWHUYHQWLRQ IRU FKDQJH� WKRVH VWUXFWXUDO
GLVSDULWLHV LQ KHDOWK DUH OLQNHG WR FRPPXQLFDWLYH LQHTXLWLHV� DSSURDFKHV WR PHDQLQJIXO
HQJDJHPHQW FDQ EH IRVWHUHG LQ VSDFHV ZKHUH SRSXODWLRQV RQ WKH PDUJLQV DUH QRW VLOHQFHG DQG DUH
DFWLYHO\ SDUWLFLSDWLQJ� 7KH ZD\V WKDW WUXWKV DUH FRQYH\HG WKURXJK VWRULHV DQG NQRZOHGJH
SURGXFWLRQ LPSDFWV RXU XQGHUVWDQGLQJ RI WUDQVODWHG H[SHULHQFHV� 7KH WUXWK FRQYH\HG E\ WKH VWRU\
EHLQJ WROG GLIIHUV IURP DXWKRU WR DXWKRU� 7KH UHVHDUFKHU RU H[SHUW DV WKH PHGLDWRU RU VWRU\WHOOHU�
FRQVLGHUV WKHPVHOYHV WR NQRZ WKH VLWXDWLRQ EDVHG RQ WKHLU UHDGLQJ DQG DQDO\VLV RI WKH SUREOHP
EXW WKH UHDOLW\ RI WKH VLWXDWLRQ ZKHUHLQ H[LVWV WKH UHDO SUREOHP DQG FRQVHTXHQWO\� WKH UHDO
VROXWLRQV DUH ZLWK WKH LQGLYLGXDOV PRVW LPSDFWHG VWUXFWXUDOO\� VRFLRSROLWLFDOO\� FRQWH[WXDOO\� DQG
SK\VLRORJLFDOO\� $OORZLQJ HQWU\ SRLQWV ZKHUH WKH VXEDOWHUQ FDQ HQWHU KHJHPRQ\ SUHVHQWV WKH
EHJLQQLQJ RI UXSWXUHV LQ SRZHU DV\PPHWULHV WKDW SXW IRUZDUG GRZQZDUG DFFRXQWDELOLW\
PHFKDQLVPV IRU FKDQJH WKDW FDQ EH PRUH KROLVWLFDOO\ LQFOXVLYH� &KDOOHQJLQJ WKH KLHUDUFKL]DWLRQ
ZLWKLQ VRFLDO VWUXFWXUHV WKDW VXVWDLQ SRZHU DV\PPHWULHV E\ DSSURDFKLQJ VWUXFWXUDO LQHTXLWLHV LQ D
ZD\ WKDW DFFRPPRGDWHV SHRSOH
V YDULHG OHYHOV RI SRZHUOHVVQHVV LV HVVHQWLDO WR UHVLVWLQJ VLOHQFLQJ
V\VWHPV��E\�XSKROGLQJ�LQIUDVWUXFWXUHV�RI�OLVWHQLQJ�WKDW�'XWWD�DVVHUWV�

;� 5HFRPPHQGDWLRQV�DQG�&RQFOXVLRQV

%DVHG RQ WKH ILQGLQJV DQG UHVXOWV RI RXU UHVHDUFK SURMHFW� ZH GHYHORSHG D VHW RI
UHFRPPHQGDWLRQV IRFXVHG RQ DGGUHVVLQJ LVVXHV RI DFFRXQWDELOLW\ DQG SRZHU DV\PPHWULHV ZLWKLQ
WKH�*OREDO�)XQG��HVSHFLDOO\�SHUWDLQLQJ�WR�&&0V��2XU�UHFRPPHQGDWLRQV�DUH�DV�IROORZV�

Ɣ (QKDQFLQJ WKH IORZ RI WKH K\EULGL]HG DFFRXQWDELOLW\ ZLWKLQ WKH &&0V� &&0V QHHG
WR VKLIW WRZDUGV D K\EULG PRGH RI DFFRXQWDELOLW\ WKDW HQVXUHV WKDW .3V DQG EHQHILFLDULHV
DUH WUXO\ LQFOXGHG DW HYHU\ VWHS RI WKH GHFLVLRQ PDNLQJ SURFHVV E\ HQVXULQJ WKHLU
UHSUHVHQWDWLRQ DQG DFWLYH SDUWLFLSDWLRQ DW WKH WDEOH� $OO .3V DQG FRPPXQLW\ RUJDQL]DWLRQV
VKRXOG EH DFWLYHO\ HQJDJHG LQ WKH SURFHVV RI GHYHORSLQJ IXQGLQJ FRQFHSW QRWHV WR HQVXUH
WKDW DOO WKHLU FRQFHUQV DUH DGGUHVVHG LQ WKH JUDQW SURSRVDOV� 7KLV FRXOG EH GRQH E\
LQFUHDVLQJ DGYRFDF\ DQG FRPPXQLW\ RXWUHDFK LQLWLDWLYHV ZLWKLQ FRXQWULHV WR HQVXUH WKDW
LVVXHV DFURVV GLIIHUHQW FRPPXQLWLHV DW WKH ORFDO OHYHO DUH DGGUHVVHG DV LQ WKH FDVH RI
=DPELD ZKHUH FRPPXQLW\ HQJDJHPHQW DFURVV SURYLQFHV JXDUDQWHHG WKDW DOO SURYLQFLDO
LVVXHV DUH DGGUHVVHG LQ IXQGLQJ SURSRVDOV� 7KH ILQGLQJV VKRZ WKDW WKH FUHDWLRQ RI GLDORJLF
VSDFHV WKDW DUH VDIH DQG IRVWHU PHDQLQJIXO HQJDJHPHQW E\ FRQFHUQHG EHQHILFLDULHV DUH
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QHHGHG WR FRPEDW GLVSDULWLHV LQ KHDOWK DQG DFKLHYH VXVWDLQDEOH RZQHUVKLS� �6WURQJ
LQIUDVWUXFWXUHV RI FRPPXQLFDWLYH HQJDJHPHQW VKRXOG EH FR FUHDWHG WR GLVUXSW H[LVWLQJ
SRZHU DV\PPHWULHV RI GRPLQDQW VWUXFWXUHV� :H VKRXOG DFWLYHO\ LQWHUURJDWH KHJHPRQLF
SRZHU VWUXFWXUHV LQ RUGHU WR IRVWHU D PRUH K\EULGL]HG H[LVWHQFH RI DFFRXQWDELOLW\� :KHQ
WKHUH¶V HQJDJHPHQW IURP WKH YHU\ EHJLQQLQJ DQG FUHDWLRQ LV KDSSHQLQJ FROODERUDWLYHO\�
XSZDUG�GRZQZDUG�DFFRXQWDELOLW\�FDQ�H[LVW�PRUH�F\FOLFDOO\�

Ɣ 7DFNOLQJ FXOWXUDO DQG WHFKQLFDO EDUULHUV WR LQFUHDVH FRPPXQLW\ HQJDJHPHQW� 7R
LQFUHDVH DFFRXQWDELOLW\ DQG WUDQVSDUHQF\ ZLWKLQ WKH &&0V DQG WKH *)¶V IXQGLQJ SURMHFWV�
WKHUH LV D QHHG WR LQFUHDVH PHDQLQJIXO FRPPXQLW\ HQJDJHPHQW DQG GLDORJXH DPRQJVW
RIWHQ VLOHQFHG JURXSV� 7R HQVXUH WKDW &&0V DUH LQGHHG PXOWL�VHFWRULDO� ZH QHHG WR HQVXUH
WKDW WKH PRVW LPSDFWHG DQG PDUJLQDOL]HG .3V KDYH D VHDW DQG D YRLFH DW WKH
GHFLVLRQ�PDNLQJ WDEOH� )RU WKDW� ZH QHHG WR WDNH LQWR DFFRXQW WKH FXOWXUDO DQG WHFKQLFDO
EDUULHUV WKDW FRXOG KLQGHU WKHLU SDUWLFLSDWLRQ� &RXQWULHV QHHG WR DFNQRZOHGJH DQG DGGUHVV
WKH VLJQLILFDQW SRZHU G\QDPLFV WKDW SHUVLVW ZLWKLQ WKH YDULRXV VWDNHKROGHUV LQYROYHG
ZLWKLQ WKH &&0V� )RU LQVWDQFH� PDQ\ .3V� HVSHFLDOO\ VH[ ZRUNHUV� GUXJ XVHUV� DQG
WUDQVJHQGHU DQG JHQGHU QRQ�FRQIRUPLQJ LQGLYLGXDOV DUH VWLJPDWL]HG DQG H[FOXGHG IURP
WKH GHFLVLRQ�PDNLQJ SURFHVV� 7KXV� ZH QHHG WR GHYHORS VWUDWHJLHV DQG LQLWLDWLYHV WKDW
SURPRWH WKHLU DFWLYH HQJDJHPHQW DQG SDUWLFLSDWLRQ ZLWKLQ WKH &&0V� 7KLV FRXOG EH GRQH
WKURXJK SHHU�WR�SHHU WHFKQLFDO DVVLVWDQFH DQG VXSSRUW DV ZHOO DV LQYHVWLQJ WLPH DQG
UHVRXUFHV WR PDNH &&0V PHHWLQJV EHFRPH D VDIH VSDFH IRU DOO .3V� $OVR� HVWDEOLVKLQJ
FRPPXQLFDWLRQ FKDQQHOV WR HQJDJH JOREDO DQG UHJLRQDO QHWZRUNV RI .3V FDQ SURYLGH
VXSSRUW IRU ORQJHU�WHUP VXVWDLQDEOH FRPPXQLW\ HQJDJHPHQW� )XUWKHUPRUH� VRPH
LQGLYLGXDOV IDFH WHFKQLFDO EDUULHUV WR DWWHQGLQJ &&0 PHHWLQJV� 2IWHQ� WKH FRPPXQLW\
HQJDJHPHQW UHSUHVHQWDWLYH ODFNV WKH FDSDFLW\ DQG IXQGV WR UHDFK WKH PHHWLQJ ORFDWLRQ� )RU
WKDW� QDWLRQDO JRYHUQPHQWV QHHG WR LQYHVW UHVRXUFHV WR HQVXUH WKDW DOO VWDNHKROGHUV KDYH DQ
HTXDO RSSRUWXQLW\ WR SDUWLFLSDWH LQ WKH PHHWLQJ� %\ WDFNOLQJ WKHVH WHFKQLFDO DQG VWUXFWXUDO
EDUULHUV� ZH FDQ SODFH WKH EHQHILFLDULHV ZLWK DOO WKHLU GLYHUVLW\ DW WKH FHQWHU RI
GHFLVLRQ�PDNLQJ�ZKLOH�SURPRWLQJ�FURVV�IHUWLOL]DWLRQ�RI�LGHDV

Ɣ 3RZHU GLIIHUHQWLDOV WKDW VKRXOG EH FRQVLGHUHG IRU PHDQLQJIXO FRPPXQLW\
HQJDJHPHQW� 7KHUH LV D URRWHG HVVHQFH RI FRORQLDOLW\ H[LVWHQW LQ WKH JOREDO KHDOWK
DSSDUDWXV EXW PRVW HVSHFLDOO\ DPRQJVW JOREDO KHDOWK ILQDQFLQJ LQVWLWXWLRQV LQ WKH ZD\ WKDW
GHFLVLRQ�PDNLQJ WDNHV SODFH IRU WKH DOORFDWLRQ RI UHVRXUFHV LQ D GLVFRQQHFWHG DQG
GLVHQJDJHG PDQQHU� (YHQ ZLWK H[WHQVLYH VWLSXODWLRQV GHWDLOLQJ WKH V\VWHPDWLF DSSURDFK WR
IXQGLQJ GLVWULEXWLRQ� SROLWLFDO DJHQGDV� ELDVHG SHUFHSWLRQV� DQG GLIIHUHQFHV LQ
SRVLWLRQDOLWLHV RI WKH GHFLVLRQ�PDNLQJ ERG\ LPSDFW WKH ZD\ EHQHILFLDULHV UHTXHVW IXQGV
DQG VHHN RXW QHHGHG UHVRXUFHV� ,W LV XQGHUVWRRG WKDW LI WKH\ GR QRW DOLJQ WKHLU SURSRVDO
ZLWK WKH DJHQGDV RI WKH DJHQF\ WKH\ OLNHO\ ZLOO QRW EH DOORFDWHG WKH UHVRXUFHV WKH\ QHHG
HYHQ LI LW GHSULRULWL]HV WKHLU SULQFLSDO FRQFHUQV� 7KLV JHQHUDWHV D G\QDPLF RI FRQWURO
ZKHUH WKH ILGXFLDU\ DJHQW� LQ WKLV LQVWDQFH WKH *OREDO )XQG� HVVHQWLDOO\ GHFLGHV KRZ WKH
EHQHILFLDU\ VKDOO XVH WKH IXQGV WKH\ GLVWULEXWH HYHQ LI LW LV QRW LPSDFWIXO RU PHDQLQJIXO WR

��



WKH EHQHILFLDU\ DQG WKHLU FRQFHUQV� $GGUHVVLQJ F\FOHV RI GRPLQDQFH VKRXOG EH LQWHJUDO LQ
HIIRUWV�WR�VROYH�KHDOWK�GLVSDULWLHV�DQFKRUHG�LQ�GHFRORQLDOLW\�

Ɣ ,PSOHPHQWLQJ WRROV WKDW LQWHUURJDWH DQG WKXV GLVUXSW WKH UHSURGXFWLRQ RI HUDVXUHV LQ
JOREDO KHDOWK� 'LVFXUVLYH VSDFHV RI NQRZOHGJH SURGXFWLRQ� H[SHUWLVH� DQG GHYHORSPHQW
ZRUN DUH QHFHVVDU\ IRU DQ DSSURDFK WR VWUXFWXUDO FKDQJH DQFKRUHG LQ GHFRORQLDOLW\� 'XWWD
FRQYH\V WKH LGHD RI VLWXDWLQJ SDUWLFLSDWLRQ DV D PHDQV RI LQWHUURJDWLQJ SRZHU GLIIHUHQWLDOV
E\ ZD\ RI HQJDJLQJ SURFHVVHV WKDW EXLOG FRPPXQLFDWLYH UHVRXUFHV IRU FRPPXQLW\ YRLFHV
WR EH KHDUG LQ WKH GRPLQDQW VWUXFWXUHV WKDW KDYH KLVWRULFDOO\ VLOHQFHG WKHP �'XWWD ������
7KLV FDQ EH DFWLYHO\ LPSOHPHQWHG E\ ZRUNLQJ WR DFKLHYH VSDFHV ZKHUH WKH FRQFHUQHG
FRPPXQLW\ PHPEHUV QRW RQO\ LGHQWLI\ WKH FRUH SUREOHPV EXW DOVR SURYLGH WKH QDUUDWLYHV
DQG WKHRUHWLFDO XQGHUVWDQGLQJ RI WKH SUREOHP�V� DQG WKH GLIIHUHQW ZD\V LQ ZKLFK WKH\
H[LVW� 7KH SURPRWLRQ RI PRUH KROLVWLF XQGHUVWDQGLQJV LQ WKH FRQFHSWXDOL]DWLRQ RI VROXWLRQV
WKURXJK FROODERUDWLRQ DQG &R�FUpDWLRQ FDQ UHVXOW LQ VXVWDLQDEOH RXWFRPHV WKDW WDNH RQ WKH
K\EULGL]HG F\QLFDO IUDPHZRUN RI XSZDUG GRZQZDUG DFFRXQWDELOLW\ WKDW ZH GHYHORSHG DQG
UHVLVW�HUDVXUHV�RI�NH\�SRSXODWLRQV�WKURXJK�F\FOHV�RI�GRPLQDQFH�

7KH HYLGHQFH JDWKHUHG LQ WKLV UHSRUW HQXQFLDWHV WKH ODFN RI PHDQLQJIXO HQJDJHPHQW KDSSHQLQJ DW
WKH &&0 OHYHO EHWZHHQ NH\ SRSXODWLRQV� FLYLO VRFLHW\ DFWRUV� DQG FRPPXQLW\ QHWZRUNV ZKR
DFWLYHO\ PRELOL]H IRU FKDQJH� 2IWHQ OLWWOH GLDORJXH RFFXUV ZLWK WKH PRVW LPSDFWHG LQGLYLGXDO DQG
WKH 35 ZKR LV FORVHU WR WKH *) GHVSLWH ERWK EHLQJ LQYROYHG LQ WKH &&0� /LPLWHG FRPPXQLFDWLRQ
ZLWK EHQHILFLDULHV DW WKH PDUJLQV DQG WKH UHSUHVHQWDWLYH JOREDO IXQG HQWLWLHV DIIHFWV WKH ILGXFLDU\
G\QDPLF LQ D ZD\ ZKHUH WKH IXQGLQJ DJHQFLHV LQIOXHQFH KRZ EHQHILFLDULHV UHTXHVW DQG XVH IXQGV
LQ DOLJQPHQW ZLWK WKH IXQGLQJ DJHQFLHV LGHDOV DV RSSRVHG WR ZKDW WKH EHQHILFLDU\ QHHGV� :H
IRXQG WKDW &&0V WHQG WR EH SUHGRPLQDWHG E\ DQ XSZDUG DFFRXQWDELOLW\ IUDPHZRUN ZKHUHE\
GRQRUV DQG JRYHUQPHQWV DUH DW WKH FHQWHU� ZKLOH .3V DQG FRPPXQLW\ RUJDQL]DWLRQV UHPDLQ
SHULSKHUDOL]HG ZLWK OLPLWHG YRLFH DQG DJHQF\ LQ WKH GHFLVLRQ PDNLQJ SURFHVV� 1DUUDWLYHV RI
VRFLRFXOWXUDO VWDNHKROGHUV LQ FRPPXQLWLHV DW WKH PDUJLQV � RU WKH VXEDOWHUQ YRLFH VKRXOG KDYH WKH
FDSDFLW\ WR HYDOXDWH KRZ EHVW UHVRXUFHV VKRXOG EH XVHG WR FRPEDW WKH GLVSDULWLHV WKH\ OLYH DQG
H[SHULHQFH PRVW FORVHO\� 7KHUH VKRXOG EH DQ LQFRUSRUDWLRQ RI D K\EULG IRUP RI DFFRXQWDELOLW\ WR
HQVXUH WKDW DOO VWDNHKROGHUV� SDUWLFXODUO\ .3V DQG PDUJLQDOL]HG FRPPXQLWLHV� ZLWKLQ WKH &&0V
KDYH YRLFH DQG DJHQF\ LQ WKH GHFLVLRQ PDNLQJ SURFHVV WKDW FRQFHUQ WKHP� $ V\VWHP RI VROXWLRQ
WKDW KDV WKH WHQGHQF\ WR RYHUORRN FHUWDLQ FRPPXQLW\ FRQFHUQV GHVSLWH LW H[LVWLQJ IRU WKH
EHWWHUPHQW RI FRPPXQLW\ RZQHUVKLS DQG HQJDJHG ZHOO EHLQJ LV HPSW\ ZKHQ WKH ZRUN LV GHWDLOHG
LQ WKHRU\ EXW QRW LQ SUDFWLFH� 7KH *) &&0 YDULHV E\ FRQWH[W DQG WKH OHYHO RI RZQHUVKLS DQG
HQJDJHPHQW GLIIHUV E\ SRSXODWLRQ DQG VRFLR�FXOWXUDO�SROLWLFDO DSSDUDWXV� 'HVSLWH WKLV� D EDVH
OHYHO RI FRQVXOWDWLRQ IURP WKH FRQFHUQHG EHQHILFLDULHV PXVW H[LVW LQ D ZD\ WKDW JURXQGV WKHLU
OLYHG H[SHULHQFH�V� DV NH\ WR NQRZOHGJH JHQHUDWLRQ DQG LQWHUYHQWLRQ FRQFHSWLRQ WR FHQWHU
PHDQLQJIXO�HQJDJHPHQW�DQG�UHVLVW�GLVFRQQHFWLRQV�H[SDQGLQJ�RYHUWLPH�
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