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$EVWUDFW

'HFHQWUDOL]DWLRQ�RI�QDWXUDO�UHVRXUFH�PDQDJHPHQW� LV�FRQVLGHUHG�E\�PDQ\�GHYHORSPHQW�
DJHQWV�� UHVHDUFKHUV� DQG� HQYLURQPHQWDOLVWV�� DV� D�ZD\� WR� LPSURYH� HI¾�FLHQF\� DQG� HTXLW\�
LQ� QDWXUDO� UHVRXUFH� PDQDJHPHQW�� 8QGHU� WKH� GHFHQWUDOL]DWLRQ� V\VWHP� RI� JRYHUQDQFH�
WKDW� 8JDQGD� DGRSWHG� LQ� WKH� ����V�� WKH� PDQDJHPHQW� RI� QDWXUDO� UHVRXUFHV� ZDV� DOVR�
GHFHQWUDOL]HG�� ,Q� WKLV� UHJDUG�� 8JDQGD� KDV� XQGHUWDNHQ� VHYHUDO� LQLWLDWLYHV� LQ� D� ELG� WR�
GHOHJDWH�QDWXUDO�UHVRXUFH�PDQDJHPHQW�UHVSRQVLELOLWLHV�WR�ORFDO�JRYHUQPHQWV�DQG�EXLOG�
ORFDO� FDSDFLW\� IRU� WKLV� SXUSRVH�� 7KH� LQLWLDWLYHV� KDYH� UDQJHG� IURP� GHYHORSPHQW� RI� DQ�
LQVWLWXWLRQDO� IUDPHZRUN�IRU�HQYLURQPHQWDO�PDQDJHPHQW�VXFK�DV�1DWLRQDO�(QYLURQPHQW�
0DQDJHPHQW�$FW���������WKH�/DQG�$FW�������DQG�WKH�/RFDO�*RYHUQPHQW�$FW������DPRQJ�
RWKHUV�� WR� HVWDEOLVKPHQW� RI� IXQGLQJ�PHFKDQLVPV� IRU�ZHWODQG�PDQDJHPHQW� ERWK� DW� WKH�
&HQWUDO�DQG�/RFDO�*RYHUQPHQW�OHYHOV��,Q�VSLWH�RI�WKHVH�HIIRUWV�E\�WKH�*RYHUQPHQW��WKH�
OHYHO�RI�HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�IUDPHZRUN�LV�VWLOO�XQVDWLVIDFWRU\��
7KHUH�LV�HYLGHQFH�RI�PDVVLYH�ZHWODQG�HQFURDFKPHQW��DQG�WKH�DQWLFLSDWHG�EHQH¾�WV� IURP�
ZHWODQGV�PDQDJHPHQW�KDYH�QRW�EHHQ�UHDOL]HG��7KLV�VWXG\�ZDV�FRQGXFWHG�WR�H[DPLQH�WKH�
H[WHQW� WR� ZKLFK� IXQGLQJ� PHFKDQLVPV�� KXPDQ� UHVRXUFH� FDSDFLW\� DQG� OHJDO� IUDPHZRUN�
LQ¿�XHQFH� HQYLURQPHQWDO� PDQDJHPHQW� LQ� D� GHFHQWUDOL]HG� V\VWHP� RI� JRYHUQDQFH�� %RWK�
TXDQWLWDWLYH�DQG�TXDOLWDWLYH�GDWD�ZHUH�FROOHFWHG��DQDO\VLV�ZDV�GRQH�XVLQJ�FRUUHODWLRQDO�
DQDO\VLV�DQG�FRQWHQW�DQDO\VLV�IRU�TXDQWLWDWLYH�DQG�TXDOLWDWLYH�GDWD�UHVSHFWLYHO\��)LQGLQJV�
UHYHDOHG� WKDW� DOO� WKH� WKUHH� YDULDEOHV� XQGHU� LQYHVWLJDWLRQ� KDG� D� PRGHUDWH� VLJQL¾�FDQW�
UHODWLRQVKLS�ZLWK�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW��7KH�¾�QGLQJV�ZHUH�FRUURERUDWHG�
E\�UHVSRQVHV�IURP�YDULRXV�VWDNHKROGHUV�LQWHUYLHZHG�LQ�WKH�FRXUVH�RI�WKH�VWXG\��7KH�VWXG\�
UHFRPPHQGV�WKDW�ERWK�WKH�FHQWUDO�DQG�ORFDO�JRYHUQPHQWV�VKRXOG�GHYHORS�D�VXVWDLQDEOH�
IXQGLQJ�PHFKDQLVP�DQG�DQ�HI¾�FLHQW�SODQQLQJ�DQG�EXGJHWLQJ�V\VWHP��GHYHORS�VWUDWHJLHV�
IRU�DWWUDFWLRQ�DQG�UHWHQWLRQ�RI�NH\�SURIHVVLRQDO�VWDII�LQ�HQYLURQPHQWDO�PDQDJHPHQW�DQG�
VWUHDPOLQH� H[LVWLQJ� OHJDO� IUDPHZRUN� IRU� QDWXUDO� UHVRXUFH� PDQDJHPHQW� LQ� HQKDQFLQJ�
VXVWDLQDEOH�HQYLURQPHQWDO�PDQDJHPHQW�LQ�WKH�FRXQWU\�

.H\�ZRUGV��� 'HFHQWUDOL]HG�*RYHUQDQFH��1DWXUDO�5HVRXUFH�0DQDJHPHQW��+XPDQ�
5HVRXUFH�&DSDFLW\��,QVWLWXWLRQDO�)DFWRUV��8JDQGD

,QWURGXFWLRQ

2YHU� WKH� SDVW� WZR� GHFDGHV�� GHFHQWUDOL]HG� V\VWHPV� RI� JRYHUQDQFH� LQLWLDWLYHV� LQ�$IULFD� DQG�
RWKHU� GHYHORSLQJ� FRXQWULHV� KDYH� RVWHQVLEO\� EHHQ� DLPHG� DW� JLYLQJ� JUHDWHU� GHFLVLRQ�PDNLQJ�
SRZHUV�WR�DFWRUV�LQ�ORFDO�JRYHUQPHQWV��6XFK�GHFLVLRQV�KDYH�LQFOXGHG�WKRVH�UHJDUGLQJ�QDWXUDO�
UHVRXUFH� PDQDJHPHQW� �$JUDZDO�� ������� 'HFHQWUDOL]DWLRQ� LV� DOVR� FRQVLGHUHG� WR� FRQWULEXWH�
WR� JRRG� JRYHUQDQFH��7KH� WHUP� ²JRYHUQDQFH³� WHQGV� WR� EH� GH¾�QHG� GLIIHUHQWO\� GHSHQGLQJ� RQ�
FRQWH[WV��%URDGO\��LW�LV�FRQVLGHUHG�WR�EH�FDSDFLWLHV�LQ�VRFLHWLHV�LQ�ZKLFK�YDULRXV�VWDNHKROGHUV�
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DWWHPSW�WR�VHHN�VROXWLRQV�WKDW�FDQ�EULQJ�SRVLWLYH�RXWFRPHV�IRU�WKRVH�ZKR�DUH�FRQFHUQHG��*RRG�
JRYHUQDQFH�FDQ�WKHUHIRUH�EH�HVWDEOLVKHG�ZKHQ�VWDNHKROGHUV�UHDFK�D�UHDVRQDEO\�FOHDU�FRPPRQ�
YLVLRQ��ZKLFK�JXLGHV�WKHLU�DFWLRQV�IRU�PXWXDO�EHQH¾�WV��6DLWR��������

/RFDO� HOHFWHG� RI¾�FLDOV� LQ� GHFHQWUDOL]HG� XQLWV� DUH� H[SHFWHG� WR� EH� PRWLYDWHG� WR� WDNH�
GHFLVLRQV�WKDW�UH¿�HFW�WKH�QHHGV�DQG�H[SHFWDWLRQV�RI�WKH�SHRSOH�WKDW�HOHFW�WKHP�WR�SRVLWLRQV�WKH\�
KROG��6XSSRUWHUV�RI�WKH�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�DUJXH�WKDW�LW�SURPRWHV�HI¾�FLHQF\��
HTXLW\� DQG� LQFUHDVHG� ORFDO� SDUWLFLSDWLRQ� LQ� GHFLVLRQV� WKDW� DIIHFW� ORFDO� OLYHV� DQG� OLYHOLKRRGV�
�/DUVRQ�	�5LERW��������5LERW��������LQFOXGLQJ�QDWXUDO�UHVRXUFH�PDQDJHPHQW��(PSKDVL]LQJ�
WKH� LPSRUWDQFH� RI� ORFDO� JRYHUQPHQWV� SDUWLFLSDWLRQ��0DUNRYVND� DQG� 'XLF� ������� QRWH� WKDW�
VWXG\LQJ�WKH�LQWHUDFWLRQV�EHWZHHQ�ORFDO�JRYHUQPHQW�LQVWLWXWLRQV�DQG�FLYLO�VRFLHW\�LQ�DFKLHYLQJ�
VXVWDLQDEOH�ORFDO�GHYHORSPHQW�KDV�VKRZQ�WKDW�VXVWDLQDEOH�ORFDO�GHYHORSPHQW�SODQQLQJ��DOWKRXJK�
VWLOO�ODFNLQJ�WKH�SURSHU�PHWKRGRORJLFDO�DSSURDFK�DQG�IDFLQJ�LQVXI¾�FLHQFLHV�LQ�LQVWLWXWLRQDO�DQG�
LPSOHPHQWDWLRQ�FDSDFLWLHV��LV�EHFRPLQJ�PRUH�DSSUHFLDWHG�E\�ORFDO�DXWKRULWLHV�

*OREDOO\��ZHWODQGV�KDYH�LPSRUWDQW�YDOXHV�ERWK�WR�KXPDQ�EHLQJV�DQG�WR�WKH�HFRV\VWHP��
:HWODQGV�DUH�XVHIXO�LQ�JURXQG�ZDWHU�UHFKDUJH�DQG�GLVFKDUJH��¿�RRG�FRQWURO��VHGLPHQWDWLRQ�RU�
QXWULHQW� DQG� WR[LFDQW� UHWHQWLRQ�� ELRPDVV� H[SRUW�� UHFUHDWLRQ� RU� WRXULVP�� VWRUP�SUHYHQWLRQ� RU�
ZLQG�EUHDN��PLFUR�FOLPDWH�VWDELOL]DWLRQ�DQG�ZDWHU�WUDQVSRUW��'XJDQ��������$SXQ\R���������,Q�
DGGLWLRQ��WKH\�DUH�D�VRXUFH�RI�YDULRXV�IRUPV�RI�UHVRXUFHV�LQFOXGLQJ�IRUHVW�UHVRXUFHV��ZLOGOLIH��
¾�VKHULHV�� IRUDJH�� DJULFXOWXUH�� DQG�ZDWHU� VXSSO\��:HWODQGV� DOVR� SURYLGH� HVVHQWLDO� KDELWDW� IRU�
VSHFLHV�RI�ELUGV�DQG�PDPPDOV�WKDW�DUH�KXQWHG��DQG�WKLV�JLYHV�WKHP�HFRQRPLF�YDOXH��)XUWKHU��
WKH\�DUH�D�VRXUFH�RI�ELRORJLFDO�GLYHUVLW\�DQG�FXOWXUH�RU�KHULWDJH��'HVSLWH�WKH�YLWDO�YDOXHV�RI�
ZHWODQGV��WKHLU�GHJUDGDWLRQ�VHHPV�WR�EH�RQ�WKH�LQFUHDVH��7KH�PDMRU�WKUHDWV�WR�ZHWODQGV�KDYH�
EHHQ� GUDLQDJH�� VHWWOHPHQWV�� LQGXVWULDOL]DWLRQ�� SROOXWLRQ�� JURXQG�ZDWHU� DEVWUDFWLRQ�� VLOWDWLRQ��
EXUQLQJ�DQG�RYHU�KDUYHVWLQJ�

7KLV�VWXG\�DLPHG�DW�H[DPLQLQJ�WKH�IDFWRUV�DIIHFWLQJ�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�
LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�LQ�8JDQGD��ZLWK�D�PDMRU�IRFXV�RQ�ZHWODQG�UHVRXUFHV��
8JDQGDµV�1DWLRQDO�3ROLF\�IRU�WKH�&RQVHUYDWLRQ�DQG�0DQDJHPHQW�RI�:HWODQG�5HVRXUFHV����������
GH¾�QHV�ZHWODQGV�DV�DUHDV�²ZKHUH�SODQWV�DQG�DQLPDOV�KDYH�EHFRPH�DGDSWHG�WR� WHPSRUDU\�RU�
SHUPDQHQW�¿�RRGLQJ³�� ,W� LQFOXGHV�SHUPDQHQWO\�¿�RRGHG�DUHDV�ZLWK�SDS\UXV�RU�JUDVV�VZDPSV��
VZDPS�IRUHVWV�RU�KLJK�DOWLWXGH�PRXQWDLQ�ERJV��DV�ZHOO�DV�VHDVRQDO�¿�RRGSODLQV�DQG�JUDVVODQGV��
:KLOH�DOO�ZHWODQGV�DUH�FKDUDFWHUL]HG�E\�LPSHGHG�GUDLQDJH��WKH�OHQJWK�RI�WKHLU�¿�RRGLQJ�SHULRG��
GHSWK�RI�ZDWHU��VRLO�IHUWLOLW\��DQG�RWKHU�HQYLURQPHQWDO�IDFWRUV�YDU\�ZLWK�GLIIHUHQW�ZHWODQG�W\SHV��
:HWODQGV�DUH�KRPH�WR�GLVWLQFWLYH�SODQW�DQG�DQLPDO�FRPPXQLWLHV�WKDW�DUH�ZHOO�DGDSWHG�WR�WKH�
SUHVHQFH�RI�ZDWHU�DQG�¿�RRGLQJ�UHJLPHV�

7KH�ORVV�RI�ZHWODQGV�ZRUOGZLGH�KDV�EHHQ�HVWLPDWHG�DW����SHUFHQW�RI�WKRVH�WKDW�H[LVWHG�
LQ�������0XFK�RI� WKLV� ORVV�RFFXUUHG� LQ� WKH�QRUWKHUQ� WHPSHUDWH�]RQH�GXULQJ� WKH�¾�UVW�KDOI�RI�
WKLV�FHQWXU\��+RZHYHU��VLQFH�WKH�����V�WURSLFDO�DQG�VXE�WURSLFDO�ZHWODQGV��SDUWLFXODUO\�VZDPS�
IRUHVWV�DQG�PDQJURYHV��KDYH�LQFUHDVLQJO\�EHHQ�ORVW��*OREDO�UHYLHZ�RI�ZHWODQG�UHVRXUFHV�DQG�
SULRULWLHV�IRU�ZHWODQG�LQYHQWRU\��6XPPDU\�5HSRUW��������,Q�$IULFD��1KDPR�DQG�,Q\DQJ���������
QRWH�WKDW�VRPH�ZHWODQG�DUHDV�DUH�H[SHULHQFLQJ�LPPHQVH�SUHVVXUH�IURP�KXPDQ�DFWLYLWLHV��WKH�
PRVW�LPSRUWDQW�EHLQJ�GUDLQDJH�IRU�DJULFXOWXUH�DQG�VHWWOHPHQW��H[FHVVLYH�H[SORLWDWLRQ�E\�ORFDO�
FRPPXQLWLHV�DQG�LPSURSHUO\�SODQQHG�GHYHORSPHQW�DFWLYLWLHV��,Q�������WKH�WRWDO�DUHD�RI�ZHWODQGV�
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LQ�8JDQGD�ZDV� HVWLPDWHG� DW� ������� VT�NP�� EXW� E\� ������� LW� KDG� UHGXFHG� WR� ������� VT�NP�
6XFK�XQGHVLUDEOH�GHYHORSPHQWV�SURPSWHG�:RRG�HW�DO��������WR�DGYRFDWH�IRU�D�SHRSOH�FHQWUHG�
ZHWODQG� PDQDJHPHQW� DSSURDFK�� ZKRVH� SULPDU\� FRQFHUQ� LV� QRW� FHQWUHG� RQ� HQYLURQPHQWDO�
RXWFRPHV�EXW�RQ�VXVWDLQDEOH�XVH�RI�QDWXUDO�ZHWODQG�UHVRXUFHV�

'HFHQWUDOL]DWLRQ�RI�QDWXUDO�UHVRXUFH�PDQDJHPHQW�LV�FRQVLGHUHG�E\�PDQ\��GHYHORSPHQW�
DJHQWV��UHVHDUFKHUV�DQG�HQYLURQPHQWDOLVWV��DV�D�ZD\�WR�LPSURYH�HI¾�FLHQF\�DQG�HTXLW\�LQ�QDWXUDO�
UHVRXUFH�PDQDJHPHQW��5LERW���������(QYLURQPHQWDO�UHVRXUFHV�DUH�PRVW�RI�WKH�WLPH�FUXFLDO�IRU�
WKH�OLYHOLKRRGV�RI�SHRSOH�LQ�GHYHORSLQJ�FRXQWULHV��/DUVRQ�	�5LERW���������0DQ\�GHSHQG�RQ�
QDWXUDO�UHVRXUFHV�IRU�IRRG�DQG�LQFRPH�JHQHUDWLQJ�DFWLYLWLHV��:LWK�WKH�GHFHQWUDOL]DWLRQ�UHIRUPV�
WKDW�PDQ\�GHYHORSLQJ�FRXQWULHV�KDYH�LPSOHPHQWHG��WKH�PDQDJHPHQW�RI�QDWXUDO�UHVRXUFHV�KDV�
EHHQ�GHFHQWUDOL]HG��'HFHQWUDOL]DWLRQ� UHIRUPV� LQ�QDWXUDO� UHVRXUFH�PDQDJHPHQW�DIIHFW�SHRSOH�
LQ�ZD\V�RI�DFFHVV�WR��XVH�DQG�PDQDJHPHQW�RI�QDWXUDO�UHVRXUFHV�DQG�LQ¿�XHQFH�WKHLU�SHUFHSWLRQ�
DQG�ZD\�RI�H[SUHVVLQJ�FRQFHUQV�WRZDUGV�QDWXUDO�UHVRXUFHV��%HFDXVH�PDQ\�SHRSOH�GHSHQG�RQ�
QDWXUDO�UHVRXUFHV��LW�LV�LPSRUWDQW�IRU�WKHP�WR�KDYH�D�YRLFH�LQ�WKH�PDQDJHPHQW�DQG�GHFLVLRQV�
RYHU�WKH�QDWXUDO�UHVRXUFHV�WKH\�GHSHQG�RQ��5LERW���������

7KH� GHFHQWUDOL]DWLRQ� RI� QDWXUDO� UHVRXUFH� PDQDJHPHQW� LQ� $IULFD� LV� ORFDWHG� DW� WKH�
LQWHUVHFWLRQ�EHWZHHQ�JRRG�JRYHUQDQFH�DQG�GHPRFUDF\��GHYHORSPHQW�DQG�SRYHUW\�DOOHYLDWLRQ��
DQG�FRPPXQLW\�EDVHG�UHVRXUFH�PDQDJHPHQW�DQG�ORFDO�UHVRXUFH�ULJKWV��0DQ\�HQYLURQPHQWDOLVWV�
FRQVLGHU� WKH� ORFDO� FRPPXQLW\� WR� EH� WKH� PRVW� DSSURSULDWH� FXVWRGLDQ� RI� HQYLURQPHQWDO�
PDQDJHPHQW�VLQFH�WKH\�²DUH�EHWWHU�DEOH�WR�XQGHUVWDQG�DQG�LQWHUYHQH�LQ�HQYLURQPHQWDO�SUREOHPV�
EHFDXVH� WKH\�DUH�´FORVHUµ� WR�ERWK� WKH�SUREOHP�DQG� WKH�VROXWLRQ³��/DQH�	�0F'RQDOG��������
������8QGHU�GHFHQWUDOL]DWLRQ��YDULRXV�UHVSRQVLELOLWLHV��LQFOXGLQJ�HQYLURQPHQWDO�PDQDJHPHQW��
DUH�GHYROYHG�E\�WKH�FHQWUH�DQG�LPSRVHG�LQ�D�XQLODWHUDO�PDQQHU�RQ�WKH�ORFDO�JRYHUQPHQWV�DQG�
FRPPXQLWLHV��PDQ\�RI�ZKRP�UHPDLQ�UHOXFWDQW�WR�SHUIRUP�WKHVH�WDVNV��7KH�GHFHQWUDOL]DWLRQ�RI�
HQYLURQPHQWDO�PDQDJHPHQW�LQ�8JDQGD��WKHUHIRUH��FDQQRW�EH�FRQVLGHUHG�HTXDO�WR�²SDUWLFLSDWRU\³�
HQYLURQPHQWDO�JRYHUQDQFH��2RVWHUYHHU�HW�DO����������

$V� D� UHVXOW�� WKHUH� DUH� VWLOO� D� QXPEHU� RI� FKDOOHQJHV� DIIHFWLQJ� WKH� PDQDJHPHQW� RI� WKH�
HQYLURQPHQW� LQ� 8JDQGD� DQG� WKH� EHQH¾�WV� HQYLVDJHG� IURP� WKH� GHFHQWUDOL]DWLRQ� V\VWHP� RI�
JRYHUQDQFH�LQ�WKH�QDWXUDO�UHVRXUFHV�VHFWRU�KDYH�QRW�EHHQ�IXOO\�UHDOL]HG��7KH�GHJUDGDWLRQ�RI�WKH�
HQYLURQPHQW�KDV�FRQWLQXHG�XQDEDWHG��WKUHDWHQLQJ�WKH�VXVWDLQDEOH�XWLOL]DWLRQ�RI�VXFK�UHVRXUFHV�
DQG�WKH�ORFDO�JRYHUQPHQWV�KDYH�QRW�SXW�LQ�SODFH�FRQFUHWH�PHDVXUHV�WR�DGGUHVV�WKLV�SUHGLFDPHQW��
,W�LV�DJDLQVW�WKLV�EDFNJURXQG�WKDW�WKLV�DUWLFOH�VHW�RXW�WR�DQVZHU�WKH�IROORZLQJ�UHVHDUFK�TXHVWLRQV�

5HVHDUFK�TXHVWLRQ���� �:KDW�LV�WKH�UHODWLRQVKLS�EHWZHHQ�IXQGLQJ�PHFKDQLVPV�DQG�HIIHFWLYH�
HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�
LQ�8JDQGD"

5HVHDUFK�TXHVWLRQ����� :KDW� LV� WKH� UHODWLRQVKLS� EHWZHHQ� KXPDQ� UHVRXUFH� FDSDFLW\� DQG�
HIIHFWLYH� HQYLURQPHQWDO�PDQDJHPHQW� LQ� D� GHFHQWUDOL]HG� V\VWHP� RI�
JRYHUQDQFH�LQ�8JDQGD"

5HVHDUFK�TXHVWLRQ���� �'RHV� WKH�H[LVWLQJ� OHJDO� IUDPHZRUN�KDYH� LPSOLFDWLRQV�IRU�HIIHFWLYH�
HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�VHWWLQJ�LQ�8JDQGD"
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5HYLHZ�RI�OLWHUDWXUH

7KH�OLWHUDWXUH�XQGHUSLQQLQJ�WKLV�VWXG\�LV�GUDZQ�IURP�WKH�/LEHUDO�7KHRU\�RI�GHFHQWUDOL]DWLRQ�
ZKLFK�KDV�LWV�RULJLQV�LQ�WKH�PRGHUQL]DWLRQ�GLVFRXUVH��,W�ZDV�DGYDQFHG�E\�$PHULFDQ�VFKRODUV�
VXFK� DV� :�� :�� 5RVWRZ�� 7DOFRWW� 3DUVRQV� DQG� 'DYLG� (DVWRQ�� 7KH� WKHRU\� UHFRPPHQGV� WKH�
H[LVWHQFH�RI�HOHFWHG�ERGLHV�DV�WKH�PHDQV�RI�UHDOL]LQJ�GHPRFUDWLF�GHFHQWUDOL]DWLRQ��7KH�QHR�
OLEHUDO�VWDQFH�RI�WKH�:RUOG�%DQN�VXSSRUWV�WKLV�YLHZ�WRJHWKHU�ZLWK�WKH�,QWHUQDWLRQDO�0RQHWDU\�
)XQG��2WKHU�VFKRODUV�VXFK�DV�&URRN�DQG�6YHUULVVRQ���������0DQRU���������6KDK�DQG�7KHUHVD�
��������&URRN�DQG�0DQRU��������DJUHH�WKDW�WKH�IDWLJXH�IRU�FHQWUDOL]HG�JRYHUQDQFH�FDOOV�IRU�
GHFHQWUDOL]DWLRQ�RI�JRYHUQPHQW�SRZHUV��IXQFWLRQV�DQG�SURFHVVHV�WR�ORFDO�XQLWV�DV�D�VRXUFH�RI�
EURDGHU�SDUWLFLSDWLRQ�LQ�GHPRFUDWLF�JRYHUQDQFH��6PRNH��������:XQVFK���������,W�LV�WKHUHIRUH�
LQ�WKH�VDPH�YHLQ�WKDW�WKH�JRYHUQPHQW�RI�8JDQGD�KDG�WR�GHFHQWUDOL]H�WKH�PDQDJHPHQW�RI�ZHWODQG�
UHVRXUFHV�LQ�WKH�����V�VR�WKDW�FRPPXQLWLHV�FRXOG�IXOO\�SDUWLFLSDWH�LQ�WKHLU�PDQDJHPHQW��7KH�
PDLQ�DUJXPHQW�KHUH�LV�WKDW�GHPRFUDWLF�GHFHQWUDOL]DWLRQ�RIIHUV�WKH�RSSRUWXQLW\�IRU�JUHDWHU�ORFDO�
SDUWLFLSDWLRQ��EUHHGV�D�KHDOWK\�SROLWLFDO�XQGHUVWDQGLQJ��HIIHFWLYH�GHEDWLQJ�DQG�IXWXUH�SODQQLQJ��
,QGHHG��XQGHU� WKH�GHFHQWUDOL]HG� V\VWHP�RI�JRYHUQDQFH�� ORFDO� FRPPXQLWLHV�KDYH�EHHQ�JLYHQ�
DQ� RSSRUWXQLW\� WR� PDQDJH� WKH� HQYLURQPHQWDO� UHVRXUFHV�� (QWUXVWLQJ� ORFDO� LQVWLWXWLRQV� ZLWK�
HQYLURQPHQWDO� GHFLVLRQ�PDNLQJ�� UXOH�PDNLQJ� DQG� DGMXGLFDWLRQ� FRQWULEXWHV� GLUHFWO\� WR� WKH�
EXLOGLQJ�RI�GHPRFUDF\��:LWKRXW�SRZHUV��ORFDO�JRYHUQPHQWV�FDQQRW�JDLQ�WKH�OHJLWLPDF\�WKH\�
QHHG�WR�HIIHFWLYHO\�UHSUHVHQW�ORFDO�SRSXODWLRQV�

0DOL�DQG�8JDQGD��UHVSHFWLYHO\��SURYLGH�)UDQFRSKRQH�DQG�$QJORSKRQH�FDVHV�RI�SURJUHVVLYH�
GHFHQWUDOL]DWLRQ��LQ�ZKLFK�GHPRFUDWLFDOO\�HOHFWHG�ORFDO�JRYHUQPHQWV�KDYH�EHHQ�HVWDEOLVKHG�DV�
WKH�UHFLSLHQWV�RI�GHFHQWUDOL]HG�SRZHUV��,Q�0DOL��KRZHYHU��WKH�HQYLURQPHQWDO�VHUYLFH��'LUHFWLRQ�
1DWLRQDO� GH� OD� &RQVHUYDWLRQ� GH� OD� 1DWXUH�� LV� VWLOO� UHOXFWDQW� WR� WUDQVIHU� VLJQL¾�FDQW� SRZHUV�
WR� HOHFWHG� ORFDO�JRYHUQPHQWV� WR�PDQDJH�HQYLURQPHQWDO� DVSHFWV� �5LERW���������6LPLODUO\�� LQ�
8JDQGD��1DPDUD�DQG�1VDEDJDVDQL��������REVHUYH�WKDW�SRZHUV�WUDQVIHUUHG�WR�ORFDO�JRYHUQPHQWV�
DUH�OLPLWHG��8JDQGDµV�)RUHVWU\�SROLF\�RI�������IRU�H[DPSOH��GRHV�QRW�VSHFLI\�JXLGHOLQHV�IRU�
ZKLFK�SRZHUV��LI�DQ\��VKRXOG�EH�WUDQVIHUUHG�DQG�WR�ZKLFK�OHYHOV�RI�ORFDO�JRYHUQPHQW��PDNLQJ�
LW�GLI¾�FXOW�WR�IRUHVHH�WKH�NLQG�RI�GHFHQWUDOL]DWLRQ�WKDW�WKH�QHZ�UHIRUPV�ZLOO�UHVXOW�LQ��5LERW��
�������,Q�ERWK�FDVHV��WKH�ODZV�JLYH�ORFDO�DXWKRULWLHV�WKH�ULJKW�WR�PDQDJH�QDWXUDO�UHVRXUFHV��EXW�
XQGHU�PDQDJHPHQW�UHTXLUHPHQWV�DQG�SODQV�LPSRVHG�E\�WKH�FHQWUDO�HQYLURQPHQWDO�DJHQFLHV�

=XWVL�DQG�6RKDO��������FRQGXFWHG�DQ�H[WHQVLYH�VWXG\�WR�GHWHUPLQH�FULWLFDO�VXFFHVV�IDFWRUV�
IRU�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW��7KHLU�¾�QGLQJV�UHYHDOHG�WKDW�NH\�IDFWRUV� LQFOXGH�WRS�
PDQDJHPHQW� OHDGHUVKLS� DQG� VXSSRUW�� RUJDQL]DWLRQDO� YLVLRQ�� UHVRXUFH� DOORFDWLRQ�� DQG� FDSDFLW\�
EXLOGLQJ��%DVHG�RQ�=XWVL�DQG�6RKDOµV��������VWXG\��WKLV�UHVHDUFK�LQYHVWLJDWHG�KRZ�IXQGLQJ��KXPDQ�
UHVRXUFH�FDSDFLW\�DQG�OHJDO�IUDPHZRUN�UHODWH�WR�HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�
V\VWHP�RI�JRYHUQDQFH��([WDQW�OLWHUDWXUH�FRQFHUQLQJ�WKH�WKUHH�OHYHUV�RI�HQYLURQPHQWDO�PDQDJHPHQW�
LV�GHDOW�ZLWK�LQ�GHWDLO�LQ�UHVSHFW�RI�KRZ�WKH\�UHODWH�WR�HQYLURQPHQWDO�PDQDJHPHQW�

)XQGLQJ�DQG�GHFHQWUDOL]HG�HQYLURQPHQWDO�PDQDJHPHQW

)RU�HQYLURQPHQWDO�UHVRXUFHV�VXFK�DV�ZHWODQGV�WR�EH�HIIHFWLYHO\�PDQDJHG�DQG�FRQVHUYHG��WKHUH�
LV�QHHG�IRU�VXI¾�FLHQW�IXQGLQJ�WR�WKH�VXE�VHFWRU��0DQ\�QDWLRQDO�JRYHUQPHQWV��HVSHFLDOO\�LQ�WKLUG�
ZRUOG�FRXQWULHV��KDYH�FRQWLQXHG� WR�DOORFDWH�D�VPDOO� VKDUH�RI� WKHLU�EXGJHWV� WR� WKH�PLQLVWULHV�
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DQG� GHSDUWPHQWV� UHVSRQVLEOH� IRU�ZHWODQG� UHVRXUFHV� DQG� WKLV� KDV� GLUHFWO\� LPSDFWHG� RQ� WKHLU�
PDQDJHPHQW��

,Q� 8JDQGD�� WKH�:DWHU� DQG� (QYLURQPHQW� 6HFWRU� FRQWLQXHV� WR� EH� DOORFDWHG� D� GHFOLQLQJ�
SURSRUWLRQ�RI�WKH�RYHUDOO�DQQXDO�QDWLRQDO�EXGJHW��:KLOH�WKH�VHFWRU�ZDV�DOORFDWHG�����SHUFHQW�RI�
WKH�QDWLRQDO�EXGJHW�LQ���������WKLV�KDG�GURSSHG�WR���SHUFHQW�LQ���������,Q�WKH������������*28�
%XGJHW�)UDPHZRUN�3DSHU��������������WKH�¾�JXUH�KDV�PRUH�RU�OHVV�UHPDLQHG�WKH�VDPH�DW�����
SHUFHQW�RI�WKH�WRWDO�EXGJHW��7KH�PHDJUH�DOORFDWLRQV�DUH�WDNLQJ�SODFH�LQ�WKH�IDFH�RI�LQFUHDVHG�
ULVN�RI�GZLQGOLQJ�ZHWODQGV�LQ�WKH�FRXQWU\��/RFDO�JRYHUQPHQWV�DUH�VXSSRVHG�WR�XVH�WKHLU�RZQ�
UHVRXUFHV�WR�SXW�LQ�SODFH�HQYLURQPHQWDO�PDQDJHPHQW�VWUXFWXUHV�VXFK�DV�GLVWULFW�HQYLURQPHQW�
FRPPLWWHHV�DQG�VXE�FRXQW\�HQYLURQPHQWDO�FRPPLWWHHV��DV�VWLSXODWHG�LQ�WKH�ODZ��DQG�WR�GHYHORS�
HQYLURQPHQWDO�SODQV��+RZHYHU��DFFRUGLQJ�WR�1\DQJDE\DNL��������LW�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�
ZKHUHDV�VRPH�GLVWULFWV��VXFK�DV�0EDOH�DQG�0DVLQGL�LQ�(DVWHUQ�8JDQGD�DQG�ZHVWHUQ�8JDQGD��
UHVSHFWLYHO\�� KDYH� VXFFHHGHG� LQ� GRLQJ� VR�� RWKHUV�� IRU� LQVWDQFH�0XNRQR� LQ� FHQWUDO�8JDQGD��
KDYH�QRW�GHVSLWH�WKH�IDFW�WKDW�FHQWUDO�*RYHUQPHQW�¾�VFDO�WUDQVIHU�FRQGLWLRQV�DUH�VLPLODU�LQ�ERWK�
FDVHV��6XFK�D�VFHQDULR�FRXOG�UDLVH�TXHVWLRQV�DERXW�WKH�SULRULWL]DWLRQ�RI�HQYLURQPHQWDO�DVSHFWV��
(QYLURQPHQWDO�LVVXHV�GR�QRW�VHHP�WR�EH�D�SULRULW\�DUHD�IRU�PRVW�RI�WKH�ORFDO�JRYHUQPHQWV��WKH\�
DUH�PHUHO\�IRUFHG�RQWR�WKH�GLVWULFWV��0DVLQGL�DQG�0EDOH�KDYH�PDGH�UHDVRQDEOH�DGYDQFHV�EHFDXVH�
RI�GRQRU�IXQGLQJ��1\DQJDE\DNL���������0EDOH�'LVWULFW�KDV�UHFHLYHG�:RUOG�%DQN�SURMHFW�IXQGV��
7KHVH�IXQGV��ZKLFK�ZHUH�FKDQQHOOHG�WKURXJK�1DWLRQDO�(QYLURQPHQWDO�0DQDJHPHQW�$XWKRULW\�
�1(0$���ZHUH� XVHG� WR� SURFXUH� RI¾�FH� HTXLSPHQW� DQG� WRS� XS� VDODU\� DQG� DOORZDQFHV� RI� WKH�
'LVWULFW�(QYLURQPHQW�2I¾�FHU��7KH\�ZHUH�DOVR�XVHG�WR�IXQG�WKH�SUHSDUDWLRQ�RI�DQ�HQYLURQPHQWDO�
DFWLRQ�SODQ��ZKLFK�ZDV�D�SDUWLFLSDWRU\��²ERWWRP�XS³�SURFHVV��

:RUOG�%DQN��������VWUHVVHV�WKDW�LQ�8JDQGD��WKHUH�LV�QHHG�IRU�WKH�7UHDVXU\�DQG�'HYHORSPHQW�
3DUWQHUV�WR�GHGLFDWH�PRUH�UHVRXUFHV�WR�WKH�HQYLURQPHQW�VHFWRU��7DNLQJ�LQWR�DFFRXQW�LPPHQVH�
LPSRUWDQFH�RI�QDWXUDO�UHVRXUFHV�IRU�OLYHOLKRRGV�RI�8JDQGDµV�SRSXODWLRQ°�WKH�HQYLURQPHQW�DQG�
QDWXUDO�UHVRXUFHV�VXSSRUW�WKH�OLYHOLKRRGV�RI����SHUFHQW�RI�8JDQGDQV��7KH�IXQGLQJ�FKDOOHQJHV�
RI� WKH� HQYLURQPHQW� DQG� QDWXUDO� UHVRXUFHV� VHFWRU� DUH� FRPSRXQGHG� E\� ODFN� RI� WUDQVSDUHQF\�
DQG�DFFRXQWDELOLW\� LQ� WKH�PDQDJHPHQW�RI�ZHWODQG�UHVRXUFHV� LQ� WKH�FRXQWU\��7KH�VLWXDWLRQ� LV�
IXUWKHU�H[DFHUEDWHG�E\�WKH�DEROLWLRQ�RI�WKH�ORFDOO\�FROOHFWHG�JUDGXDWHG�WD[�LQ�������OHDGLQJ�WR�
LQFUHDVHG�XVH�RI�FRQGLWLRQDO�JUDQWV��IRU�ZKLFK�WKH�FHQWUDO�JRYHUQPHQW�WULHV�WR�LQ¿�XHQFH�DQG�
UHVWULFW�²FKRLFH³�DQG�SROLWLFDO�VSDFH�IRU�ORFDO�DXWKRULWLHV�E\�DWWDFKLQJ�VWURQJ�FRQGLWLRQV�DQG�
VXSHUYLVLRQ�SURFHGXUHV�WR�WKH�XVH�RI�VXFK�JUDQWV�

,W�LV�LPSRUWDQW�WR�QRWH�WKDW�PDQ\�JRYHUQPHQWV�UDUHO\�DGGUHVV�HQYLURQPHQWDO�EXGJHWDU\�
VWUDWHJLHV�DQG�LQVWHDG�IRFXV�RQ�VHFWRU�EDVHG�WHFKQLFDO�LVVXHV�VXFK�DV�KHDOWK�DQG�HGXFDWLRQ��,Q�
VSLWH�RI�WKH�FXUUHQW�UHTXLUHPHQWV�WR�PDLQVWUHDP�HQYLURQPHQWDO�FRQFHUQV�LQ�GHYHORSPHQW�SODQV�
DQG�EXGJHWV��PRVW�WUHDVXULHV�DQG�SODQQLQJ�DXWKRULWLHV�LQ�WKH�WKLUG�ZRUOG�UDUHO\�DOORFDWH�DGHTXDWH�
¾�QDQFH�IRU�HQYLURQPHQWDO� LQYHVWPHQW��7KLV�KDV� LQ� WXUQ� OHG� WR� OD[LW\�RQ�PHDVXUHV� WR�SURWHFW�
WKH� HQYLURQPHQW�� OHDGLQJ� WR� HQYLURQPHQWDO� GHJUDGDWLRQ��8JDQGD� LV� FRQIURQWHG�ZLWK� VLPLODU�
SUREOHPV��,Q�WKH�FDVH�RI�ZHWODQG�PDQDJHPHQW��$QGHZHJ��������IRXQG�WKDW�ORFDO�JRYHUQPHQWV�
DUH�UHVSRQVLEOH�IRU�SODQQLQJ�DQG�EXGJHWLQJ�IRU�ZHWODQG�PDQDJHPHQW�DFWLYLWLHV��EXW�WKH�IXQGLQJ�
IRU�WKHVH�DFWLYLWLHV�LV�DOORFDWHG�E\�WKH�FHQWUDO�JRYHUQPHQW��7KH�ODFN�RI�¾�VFDO�GHFHQWUDOL]DWLRQ��
WKHUHIRUH��FRQVWUDLQV�DGHTXDWH�HQYLURQPHQWDO�DQG�QDWXUDO� UHVRXUFH�PDQDJHPHQW�DW� WKH� ORFDO�
OHYHO��



:LOEHUIRUFH�7XU\DVLQJXUD��%HUQDUG�$ULQDLWZH�0EDVD

$�UHODWHG�FKDOOHQJH�LV�PDQLIHVWHG�LQ�WKH�ODFN�RI�D�PHFKDQLVP�WR�UHFRQFLOH�ORFDO�DXWKRULW\�
�KRUL]RQWDO��DQG�VHFWRUDO�DJHQF\��YHUWLFDO�� UHVSRQVLELOLWLHV�DQG�DFWLYLWLHV��ZKLFK�XQGHUPLQHV�
WKH�FRRUGLQDWLRQ�RI� UHVRXUFHV� WKDW� VKRXOG�HQKDQFH�HQYLURQPHQWDO�PDQDJHPHQW�� ,Q�SUDFWLFH��
VHFWRUDO�SURJUDPPHV�DUH�¾�QDQFHG�DQG�PRQLWRUHG�E\�D�FHQWUDO�PLQLVWU\�LQ�FROODERUDWLRQ�ZLWK�
RWKHU�DJHQFLHV�DQG�LPSOHPHQWHG�LQGHSHQGHQWO\�IURP�ORFDO�DXWKRULWLHV��JHQXLQH�FHQWUDO�ORFDO�
SDUWQHUVKLSV�WKDW�PDNH�XVH�RI�WKH�FRPSDUDWLYH�DGYDQWDJHV�RI�ORFDO�JRYHUQPHQWV�FRXOG�HQKDQFH�
WKH�SODQQLQJ�DQG�LPSOHPHQWDWLRQ�RI�WKHVH�SURJUDPPHV��5RPHR���������

+XPDQ�UHVRXUFH�FDSDFLW\�DQG�GHFHQWUDOL]HG�HQYLURQPHQWDO�PDQDJHPHQW�

+XPDQ�UHVRXUFH�FDSDFLW\�LV�FRQVLGHUHG�D�NH\�IDFWRU�IRU�VXVWDLQDEOH�HQYLURQPHQWDO�PDQDJHPHQW��
7KHUH� LV� QHHG� IRU� VXI¾�FLHQW� KXPDQ� UHVRXUFH�� ERWK� LQ� WHUPV� RI� QXPEHUV� DQG� VNLOOV� LQ� WKH�
GHFHQWUDOL]HG�XQLWV�WR�EH�DEOH�WR�HIIHFWLYHO\�XQGHUWDNH�WKH�UROH�RI�SURWHFWLQJ��FRQVHUYLQJ�DQG�
SURSHU�PDQDJHPHQW�RI�HQYLURQPHQWDO�QDWXUDO�UHVRXUFHV��:LWK�WKH�DGYHQW�RI�WKH�GHFHQWUDOL]HG�
JRYHUQDQFH� V\VWHP� LQ� 8JDQGD�� SRVLWLRQV� RI� GLVWULFW� HQYLURQPHQWDO�ZHWODQG� RI¾�FHU� ZHUH�
HVWDEOLVKHG� EXW� WKH\� DUH� QRW� ZHOO� IDFLOLWDWHG� WR� XQGHUWDNH� WKHLU� UHVSRQVLELOLWLHV� HIIHFWLYHO\��
1LFNROV� ������� VD\V� WKHUH� DUH�PDQ\� IDFWRUV� DIIHFWLQJ� HPSOR\HH�SHUIRUPDQFH�� QDPHO\�� JRDO�
FODULW\�� UHSHUWRLUH� DQG� NQRZOHGJH� RI� VWUXFWXUHV��+RZHYHU�� IRU� WKLV� VWXG\�� DQG� LQ� UHVSHFW� RI�
KXPDQ�UHVRXUFH�FDSDFLW\��RQO\�LVVXHV�RI�VWDII�QXPEHUV��VNLOOV�GHYHORSPHQW�DQG�PRWLYDWLRQDO�
DVSHFWV�ZHUH�FRQVLGHUHG��+XPDQ�UHVRXUFH�FDSDFLW\�IRU�QDWXUDO�UHVRXUFH�PDQDJHPHQW�LQ�ORFDO�
JRYHUQPHQWV�LV�LQDGHTXDWH��ZKLFK�SURPSWHG�&RQ\HUV��������WR�SRVLW�WKDW�²ª��,W�LV�IUHTXHQWO\�
DUJXHG�WKDW�HIIHFWLYH�GHFHQWUDOLVDWLRQ�VKRXOG�QRW�WDNH�SODFH�XQWLO�WKH�QHFHVVDU\�FDSDFLW\�H[LVWV��
EXW�WKLV�WHQGV�WR�EH�D�́ FKLFNHQ�DQG�HJJµ�W\SH�RI�DUJXPHQW��VLQFH�PRUH�RIWHQ�WKDQ�QRW�LW�LV�RQO\�WKH�
SUHVVXUH�RI�GHFHQWUDOLVDWLRQ�ZKLFK�PRWLYDWHV�WKH�DFWLRQ�QHFHVVDU\�WR�LPSURYH�FDSDFLW\±DQG�
PRWLYDWHV�WKH�H[LVWLQJ�VWDII�DQG�WKH�ORFDO�OHYHO�WR�UHFRJQLVH�WKHLU�RZQ�SRWHQWLDO�DQG�GHPRQVWUDWH�
WKHLU�UHDO�DELOLWLHV³��&RQ\HUV������������

7KH�SXEOLF�VHFWRU�LQ�8JDQGD�LV�FKDUDFWHUL]HG�E\�ZHDN�SHUIRUPDQFH�DQG�SRRU�DFFRXQWDELOLW\��
7KHUH�LV�D�GXSOLFDWLRQ�RI�IXQFWLRQV�DQG�SURFHGXUHV�DQG�RUJDQL]DWLRQDO�FRPSDUWPHQWDOL]DWLRQ��
2Q�WKH�KXPDQ�UHVRXUFH�VLGH��WKH�SXEOLF�VHUYLFH�H[SHULHQFHV�D�ZLGH�VNLOOV�JDS��ZHDN�PDQDJHPHQW�
DQG� D� VKRUWDJH� RI� KLJK�OHYHO� PDQDJHUV� DQG� VNLOOHG� SURIHVVLRQDOV� �KWWS���ZZZ�RSP�JR�XJ�
GHSDUWPHQWV�SKS��� 6HYHUDO� UHYLHZV� DW� VHFWRUDO� OHYHO� DV� ZHOO� DV� WKH� DQQXDO� GHFHQWUDOL]DWLRQ�
UHYLHZV� DQG� WKH� 3XEOLF� 6HUYLFH� 5HIRUP� 3URJUDPPH� KDYH� DOVR� LGHQWL¾�HG� FKDOOHQJHV� DQG�
ZHDNQHVVHV�LQ�WKH�FRRUGLQDWLRQ�RI�WKH�YDULRXV�UHIRUPV��

8QGHUVWDI¾�QJ�LQ�WKH�QDWXUDO�UHVRXUFHV�VHFWRU�KDV�D�QHJDWLYH�LPSDFW�RQ�VHUYLFH�GHOLYHU\�
XQGHU�GHFHQWUDOL]DWLRQ��ERWK�DW�QDWLRQDO�DQG�ORFDO�JRYHUQPHQW�OHYHOV��7KH�:HWODQG�0DQDJHPHQW�
'HSDUWPHQW�ZKLFK� LV� WKH� XPEUHOOD� LQVWLWXWLRQ� IRU�ZHWODQG�PDQDJHPHQW� LQ� WKH� FRXQWU\�� IRU�
LQVWDQFH��KDV�RQO\����HVWDEOLVKHG�SXEOLF�VHUYLFH�SHUVRQQHO��:0'���������

,QDGHTXDWH�VWDI¾�QJ�LQ�PRVW�GLVWULFWV�DFURVV�WKH�FRXQWU\�LV�DIIHFWLQJ�WKH�LPSOHPHQWDWLRQ�
RI� NH\� JRYHUQPHQW� SURJUDPPHV��$FFRUGLQJ� WR�*DPZHUD� �������� WKH� 6HFUHWDU\�*HQHUDO� RI�
WKH� 8JDQGD� /RFDO� *RYHUQPHQWV� $VVRFLDWLRQ�� D� VXUYH\� FDUULHG� RXW� E\� WKH� 8JDQGD� /RFDO�
*RYHUQPHQW�$VVRFLDWLRQ��8/*$���HVWDEOLVKHG�WKDW�WKH�DYHUDJH�VWDI¾�QJ�LQ�ORFDO�JRYHUQPHQWV�
LV� DERXW� ��� SHUFHQW��ZKLFK� DIIHFWV� VHUYLFH� GHOLYHU\� DFURVV� WKH� FRXQWU\��0RUHRYHU��PRVW� RI�
WKH�GLVWULFW�VWDII�DUH�UHTXLUHG�WR�KROG�GHJUHHV�LQ�DGGLWLRQ�WR�RWKHU�SURIHVVLRQDO�TXDOL¾�FDWLRQV��
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²8QGHU�WKH�FXUUHQW�ODZ��PRVW�SRVWV�SUHYLRXVO\�KHOG�E\�GLSORPD�KROGHUV�UHTXLUH�SHRSOH�ZLWK�
KLJKHU�TXDOL¾�FDWLRQV��DW�GHJUHH�OHYHO�DW�WKH�ORZHVW�³�+RZHYHU��DFFRUGLQJ�WR�WKH�8JDQGD�/RFDO�
*RYHUQPHQWV�$VVRFLDWLRQ��8/*$���HYHQ�DQG�UHWDLQLQJ�GLSORPD�KROGHUV�WR�ZRUN�DW�WKH�VXE�
FRXQW\�OHYHO�LV�SURYLQJ�WR�EH�YHU\�GLI¾�FXOW�

7KLV� LV�H[DFHUEDWHG�E\�ORZ�OHYHOV�RI�PRWLYDWLRQ�DV�REVHUYHG�LQ� WKH� OLPLWHG�IDFLOLWDWLRQ�
DQG�WUDLQLQJ�RSSRUWXQLWLHV�WKDW�ZRXOG�HQKDQFH�VWDII�SHUIRUPDQFH��:0'�������7KH�:HWODQG�
0DQDJHPHQW� 'HSDUWPHQW� UHSRUW�� ������� +RZHYHU�� SHRSOH� ZLWK� KLJK� PRWLYDWLRQ� OHDUQ� WR�
EHFRPH�FDSDEOH�ZKLOH�VXSHULRU�DELOLW\�PD\�QRW�LQGXFH�DQ\�PRWLYDWLRQ��.RRQW]�DQG�:HLKULFK�
������� DUJXH� WKDW� SHUIRUPDQFH� PHDQV� SURGXFWLYLW\� ZKLFK� LV� GH¾�QHG� DV� RXWSXW�LQSXW� UDWLR�
ZLWKLQ�D�WLPH�SHULRG��ZLWK�GXH�FRQVLGHUDWLRQ�IRU�TXDOLW\��,W�EDVLFDOO\�UHIHUV�WR�HI¾�FLHQF\�DQG�
HIIHFWLYHQHVV�RI�DQ�LQGLYLGXDO�LQ�DQ�RUJDQL]DWLRQµV�RSHUDWLRQV��7KH�LVVXH�RI�VNLOOV�UHTXLUHPHQW�
LV�DOVR�YHU\�LPSRUWDQW�VLQFH�PRVW�RI�WKH�VWDII�WKDW�DUH�SRVWHG�LQ�WKH�ORFDO�JRYHUQPHQWV�GR�QRW�JHW�
DQ�RSSRUWXQLW\�WR�XSJUDGH�DQG�LPSURYH�RQ�WKHLU�NQRZOHGJH�EDVH��,Q�DGGLWLRQ��WKHUH�LV�OLPLWHG�
SURYLVLRQ�E\�WKH�ORFDO�JRYHUQPHQWV�WR�VSRQVRU�WKHLU�VWDII�IRU�IXUWKHU�WUDLQLQJ��&RQVHTXHQWO\��VXFK�
PHPEHUV�RI�VWDII�PD\�QRW�EH�XSGDWHG�RQ�QHZ�DQG�EHWWHU�ZD\V�RI�FRQVHUYLQJ�WKH�HQYLURQPHQW��

/HJDO�IUDPHZRUN�DQG�GHFHQWUDOL]HG�HQYLURQPHQWDO�PDQDJHPHQW�

*OREDOO\�� 1DWXUDO� 5HVRXUFH� 0DQDJHPHQW� LV� JXLGHG� E\� LQWHUQDWLRQDO� FRQYHQWLRQV�� WUHDWLHV�
DQG� SURWRFROV� WKDW� 6WDWHV� DQG�1DWLRQV� VXEVFULEH� WR� DQG� GRPHVWLFDWH� LQ� WKHLU� OHJDO� V\VWHPV�
DV� JHQHUDOO\� DFFHSWDEOH� XQLYHUVDO� VWDQGDUGV� IRU� HQKDQFHG� VXVWDLQDEOH� HQYLURQPHQW� DQG�
GHYHORSPHQW�� 8JDQGD� LV� D� VLJQDWRU\� WR� VHYHUDO� LQWHUQDWLRQDO� FRQYHQWLRQV� DQG� DJUHHPHQWV�
UHOHYDQW� WR�ZHWODQGV�FRQVHUYDWLRQ��7KHVH�LQFOXGH�DPRQJ�RWKHUV�� WKH�5DPVDU�&RQYHQWLRQ�RQ�
:HWODQGV��������&RQYHQWLRQ�RQ�%LRGLYHUVLW\�&RQVHUYDWLRQ�������:RUOG�+HULWDJH�&RQYHQWLRQ�
������&RQYHQWLRQ�RQ�,QWHUQDWLRQDO�7UDGH�LQ�(QGDQJHUHG�6SHFLHV��&,7(6��������$JUHHPHQW�
RQ� WKH� &RQVHUYDWLRQ� RI� $IULFDQ�(XUDVLDQ� 0LJUDWRU\� :DWHU� %LUGV�� &RQYHQWLRQ� WR� &RPEDW�
'HVHUWL¾�FDWLRQ�������DQG�$JHQGD����������

$OWKRXJK� WKH� *RYHUQPHQW� RI� 8JDQGD� LV� FRPPLWWHG� WR� LQWHUQDWLRQDO� HQJDJHPHQWV�
IRU� WKH�PDQDJHPHQW�RI�QDWXUDO� UHVRXUFHV��DQG�VSHFL¾�FDOO\�ZHWODQGV�� OLWWOH�KDV�EHHQ�GRQH� WR�
GRPHVWLFDWH�WKHVH�WUHDWLHV�DQG�SURWRFROV�LQ�QDWLRQDO�ODZV�DQG�DV�VXFK�LPSOHPHQWDWLRQ�UHPDLQV�
D�ELJ�FKDOOHQJH��7KHUH�DUH�VHYHUDO�UHOHYDQW�SROLFLHV�DQG�ODZV�WKDW�SURYLGH�IRU�WKH�PDQDJHPHQW�
DQG� FRQVHUYDWLRQ� RI�ZHWODQGV� LQ�8JDQGD��7KHVH� LQFOXGH�� WKH�&RQVWLWXWLRQ� ��������1DWLRQDO�
(QYLURQPHQW� 6WDWXWH� ��������:HWODQGV� 3ROLF\� ��������:DWHU� 6WDWXWH� �������� WKH� /DQG�$FW�
�������� /RFDO�*RYHUQPHQW�$FW� �������� WKH�1DWLRQDO� (QYLURQPHQW� �:HWODQGV�� 5LYHU� %DQNV�
DQG�/DNH�6KRUHV��5HJXODWLRQV���������DPRQJ�RWKHUV��$�QXPEHU�RI�VWDWXWRU\�UHJXODWLRQV�KDYH�
DOVR�EHHQ�SXW�LQ�SODFH�WR�RSHUDWLRQDOL]H�WKHVH�ODZV�DQG�SROLFLHV��7KH�1DWLRQDO�(QYLURQPHQW�
�:HWODQGV��5LYHU�%DQNV�DQG�/DNH�6KRUHV��0DQDJHPHQW�5HJXODWLRQV�������7KH�(QYLURQPHQWDO�
�,PSDFW�$VVHVVPHQW�DQG�$XGLW��5HJXODWLRQV��������:DWHU�4XDOLW\�5HJXODWLRQV��������:DVWH�
0DQDJHPHQW�5HJXODWLRQV��������ZHUH�SXEOLVKHG�LQ�SXUVXDQFH�RI�WKH�1DWLRQDO�(QYLURQPHQWDO�
6WDWXWH�������7KHVH�SROLFLHV��ODZV�DQG�UHJXODWLRQV�KDYH�IXUWKHU�SURYLVLRQV�RQ�WKH�GHFHQWUDOL]DWLRQ�
DQG�PDQDJHPHQW�RI�ZHWODQGV�

7KH�1DWLRQDO�:HWODQGV�3ROLF\������LV�EDVHG�RQ�WKUHH�SULQFLSOHV��)LUVW��ZHWODQG�UHVRXUFHV�
IRUP�DQ�LQWHJUDO�SDUW�RI� WKH�HQYLURQPHQW�DQG�WKHLU�PDQDJHPHQW�VKRXOG�EH�LQWHJUDWHG�LQ�WKH�
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RYHUDOO�GHYHORSPHQW�VWUDWHJLHV�DQG�DFWLYLWLHV��VHFRQG��FRQVHUYDWLRQ�RI�ZHWODQGV�FDQ�RQO\�EH�
DFKLHYHG�WKURXJK�D�FRRSHUDWLYH�DSSURDFK�WKDW�LQYROYHV�DOO�FRQFHUQHG�SHRSOH�DQG�RUJDQL]DWLRQV�
LQ� WKH�FRXQWU\�� LQFOXGLQJ� ORFDO�FRPPXQLWLHV��DQG� WKLUG��SUHVHQW�DWWLWXGHV�DQG�SHUFHSWLRQV�RI�
8JDQGDQV� UHJDUGLQJ� ZHWODQGV�PXVW� FKDQJH� LQ� RUGHU� WR� VXFFHVVIXOO\� FRQVHUYH� DQG�PDQDJH�
ZHWODQGV�

$SXQ\R��������VWUHVVHV�WKDW�8JDQGDµV�SURFHVV�LQ�WKH�HQDFWPHQW�RI�HQYLURQPHQWDO�UHODWHG�
ODZV� KDV� D� VWURQJ� IRXQGDWLRQ� JXDUDQWHHG� LQ� WKH� �����&RQVWLWXWLRQ�� )RU� LQVWDQFH�� WKH� OHJDO�
UHTXLUHPHQW�IRU�HQYLURQPHQWDO�LPSDFW�DVVHVVPHQW�DQG�WKH�LVVXH�RI�HQYLURQPHQWDO�UHVWRUDWLRQ�
RUGHUV�WR�ZHWODQG�HQFURDFKHUV�LQ������JXLGHG�GHYHORSPHQW�SURMHFW�DFWLYLWLHV�LQ�WKH�ZHWODQGV��
+RZHYHU��HIIHFWLYH�LPSOHPHQWDWLRQ�RI�WKHVH�ODZV�LV�IDFHG�ZLWK�D�QXPEHU�RI�OLPLWDWLRQV�DQG�
FKDOOHQJHV��WKH�PDMRU�OLPLWDWLRQ�EHLQJ�SROLWLFDO�LQWHUIHUHQFH�ZKLFK�XQGHUPLQHV�HQIRUFHPHQW�RI�
ODZV��:KLOH�WKH�PDMRU�FKDOOHQJHV�DUH�D�UHVXOW�RI�YDULRXV�ODZV�VFDWWHUHG�LQ�WKH�YDULRXV�QDWLRQDO�
ODZV�DQG�JHQHUDO�ODFN�RI�DZDUHQHVV�E\�WKH�JHQHUDO�SRSXODWLRQ�RI�WKHVH�ODZV��WKLV�DFFRXQWV�IRU�
FRQWLQXHG� DVVXPHG� LQGLYLGXDO� RZQHUVKLS� RI�ZHWODQGV�ZKLFK� FRQWUDYHQHV� WKH� FRQVWLWXWLRQDO�
UHTXLUHPHQW�IRU�WKH�VWDWH�WR�RZQ�DQG�PDQDJH�ZHWODQGV�IRU�WKH�JRRG�RI�DOO�LWV�FLWL]HQV�

,Q�PDQ\�GHYHORSLQJ�FRXQWULHV�VXFK�DV�8JDQGD��HQYLURQPHQWDO�ODZV�DUH�KLJKO\�SODJXHG�E\�
SRRU�LPSOHPHQWDWLRQ��SRRU�HQIRUFHPHQW��DQG�QRQ�FRPSOLDQFH�DV�D�QRUP�UDWKHU�WKDQ�H[FHSWLRQ��
,W�LV�D�FRPPRQ�SKHQRPHQRQ�WR�VHH�ODUJH�SLHFHV�RI�ZHWODQGV�EHLQJ�FOHDUHG�IRU�GHYHORSPHQW�
ZKLOH� VPDOO� KROGHUV� DUH� HYLFWHG� UXWKOHVVO\��$SXQ\R� ������� IXUWKHU� DUJXHV� WKDW� WKH� H[LVWLQJ�
OHJLVODWLRQ�LV�IUDJPHQWHG�LQ�WKH�GLIIHUHQW�ODZV��$FFHVV�WR�WKHVH�SLHFHV�E\�WKH�JHQHUDO�SXEOLF�
LV� WKHUHIRUH� FRQVWUDLQHG�� 7KH� SUREOHP� LV� IXUWKHU� DPSOL¾�HG� E\� WKH� KLJK� OHYHOV� RI� LOOLWHUDF\��
HVWLPDWHG�DW����SHUFHQW�RI�WKH�SRSXODWLRQ�DJHG����\HDUV�DQG�DERYH��

0DQ\�RI�WKH�DOUHDG\�HVWDEOLVKHG�HQYLURQPHQWDO�LQVWLWXWLRQV�ODFN�SRZHU�WR�SXQLVK�RU�WDNH�
DFWLRQ� RQ� HQYLURQPHQWDO� RIIHQGHUV��$FFRUGLQJ� WR�0XKXPX]D�� �������� WKH� H[LVWLQJ� QDWLRQDO�
HQYLURQPHQWDO�PDQDJHPHQW� ODZV� DUH� LQFRPSHWHQW� DQG� YDJXH�ZLWK� UHJDUG� WR� SURYLGLQJ� IRU�
DQG�WDNLQJ�DFWLRQ�RQ�HQYLURQPHQWDO�GHJUDGHUV��0DWRYX��������VD\V�WKHUH�LV�D�SUREOHP�DULVLQJ�
IURP� IDLOXUHV� DW� GLIIHUHQW� LQVWLWXWLRQDO� OLQNDJHV� IRU� HQYLURQPHQWDO� PDQDJHPHQW�� :KHUHDV��
IRU�H[DPSOH��ZHWODQGV�DUH�KHOG�LQ�WUXVW�E\�&HQWUDO�*RYHUQPHQW�RU�/RFDO�*RYHUQPHQW�IRU�WKH�
FRPPRQ�JRRG�RI�WKH�SHRSOH�RI�8JDQGD��UHFHQW�H[DPSOHV�RI�ZHWODQG�DEXVH�KDYH�LQFOXGHG�FDVHV�
ZKHUH�ORFDO�DXWKRULWLHV�KDYH�EHHQ�WKH�YHU\�YLRODWRUV�RI�WKHVH�FRQVWLWXWLRQDO�DQG�OHJDO�SURYLVLRQV��
:KHUH�WKLV�KDV�KDSSHQHG��ORFDO�DXWKRULWLHV�KDYH�LQGLFDWHG�WKDW�WKH\�FRQYHUWHG�ZHWODQGV�IRU�WKH�
VDNH�RI�SURYLGLQJ�WKHLU�FRPPXQLWLHV�ZLWK�HFRQRPLF�JURZWK�RSSRUWXQLWLHV�DQG�¾�JKWLQJ�SRYHUW\��
,W�LV�WKHUHIRUH�D�GLOHPPD�WKDW�WKH�YHU\�LQVWLWXWLRQV�HQWUXVWHG�ZLWK�WKH�SURWHFWLRQ�RI�ZHWODQGV�
KDYH�LQ�VRPH�FDVHV�QRW�DVVLVWHG�WKH�FUXVDGH�IRU�WKHLU�FRQVHUYDWLRQ��

0HWKRGRORJ\

$� FDVH� VWXG\� GHVLJQ�ZDV� DGRSWHG� IRU� WKLV� VWXG\�� 6HNDUDQ� ������� VWUHVVHV� WKDW� FDVH� VWXGLHV�
HQDEOH�WKH�UHVHDUFKHU�WR�JLYH�D�KROLVWLF�DFFRXQW�RI�WKH�VXEMHFW�EHLQJ�LQYHVWLJDWHG��,W�SURYLGHV�DQ�
LQ�GHSWK�GHVFULSWLRQ�RI�PDQDJHPHQW�RI�HQYLURQPHQW�UHVRXUFHV�XQGHU�D�GHFHQWUDOLVHG�V\VWHP�
RI�JRYHUQDQFH�LQ�8JDQGD�XVLQJ�0EDUDUD�'LVWULFW�DV�D�FDVH�VWXG\��7KH�VWXG\�HPSOR\HG�ERWK�
TXDOLWDWLYH� DQG� TXDQWLWDWLYH� WHFKQLTXHV� LQ� VDPSOLQJ�� GDWD� FROOHFWLRQ� DQG� GDWD� DQDO\VLV� IRU�
WULDQJXODWLRQ�SXUSRVHV��



7KH�8JDQGDQ�-RXUQDO�2I�0DQDJHPHQW�$QG�3XEOLF�3ROLF\�6WXGLHV

:LWK�WKH�KHOS�RI�PXOWL�VWDJH�FOXVWHU�VDPSOLQJ�WHFKQLTXH��VL[�VXE�FRXQWLHV�GLYLVLRQV�ZHUH�
UDQGRPO\�VHOHFWHG�IURP����VXE�FRXQWLHV�GLYLVLRQV�WKDW�PDNH�XS�0EDUDUD�'LVWULFW��)URP�WKH�
VL[� VXE�FRXQWLHV�GLYLVLRQV�� WZR�SDULVKHV�ZHUH� VHOHFWHG� IURP�HDFK� VXE�FRXQW\�GLYLVLRQ��7ZR�
YLOODJHV�ZHUH�WKHQ�VHOHFWHG�IURP�HDFK�SDULVK��7KH�¾�QDO�VDPSOH�IRU�WKH�VWXG\�ZDV�WKHQ�VHOHFWHG�
IURP�WKH�YLOODJH�FRXQFLOV��,Q�DOO�����YLOODJH�FRXQFLOV�UHSUHVHQWHG�WKH�GLVWULFW��(DFK�YLOODJH�/&��
FRQVLVWV�RI�QLQH�FRPPLWWHH�PHPEHUV�ZKLFK�PDGH�XS�D�WRWDO�RI�����UHVSRQGHQWV�DW�WKDW�OHYHO��
$�WRWDO�RI����UHVSRQGHQWV�ZLWK�D�KLJK�OLWHUDF\�UDWH�DQG�EHWWHU�XQGHUVWDQGLQJ�RI�ZHWODQGV�ZHUH�
JLYHQ�TXHVWLRQQDLUHV��2XW�RI�WKHVH�����ZHUH�UHWXUQHG�LQ�D�XVDEOH�IRUP�JLYLQJ�D�UHVSRQVH�UDWH�RI�
�����SHUFHQW�IURP�TXHVWLRQQDLUHV��7KH�UHVW�RI�WKH�UHVSRQGHQWV�������ZHUH�DUUDQJHG�LQ����)RFXV�
*URXS�'LVFXVVLRQV��)*'V��RI����PHPEHUV�HDFK��'DWD�ZHUH�WKHUHIRUH�FROOHFWHG�E\�WKH�XVH�RI�
TXHVWLRQQDLUHV��IRFXV�JURXS�GLVFXVVLRQV�DQG�GRFXPHQWDU\�UHYLHZ��9DOLGLW\�ZDV�HQVXUHG�WKURXJK�
SUH�WHVWLQJ�RI�WKH�WRROV�ZKLOH�UHOLDELOLW\�ZDV�WHVWHG�XVLQJ�WKH�LQWHUQDO�FRQVLVWHQF\�PHWKRG��7KLV�
LQYROYHG�GHWHUPLQLQJ�WKH�&URQEDFKµV�$OSKD�ZKHUHE\�WKH��6366��FRPSXWHG�YDOXH�IRU�HDFK�RI�
WKH�YDULDEOHV�ZDV�DV�IROORZV��������IRU�IXQGLQJ��������IRU�KXPDQ�UHVRXUFH��������IRU�WKH�OHJDO�
IUDPHZRUN�� DQG� ������ZDV� UHOLDELOLW\� IRU� HQYLURQPHQW�PDQDJHPHQW��$FFRUGLQJ� WR�6HNDUDQ�
��������LI�WKH�&URQEDFKµV�$OSKD�YDOXH�LV�HTXDO�RU�DERYH�������WKHQ�WKH�LQVWUXPHQWV�DUH�GHHPHG�
WR�EH�UHOLDEOH��

4XDQWLWDWLYH�GDWD�ZHUH�DQDO\]HG�ZLWK�WKH�KHOS�RI�WKH�6WDWLVWLFDO�3DFNDJH�IRU�6RFLDO�6FLHQFHV�
�6366�� WR� GHWHUPLQH� XQGHUO\LQJ� UHODWLRQVKLSV� EHWZHHQ� WKH� YDULDEOHV� RI� WKH� VWXG\� EDVHG� RQ�
FRUUHODWLRQV�WKDW�PHDVXUH�WKH�GHJUHH�RI�DVVRFLDWLRQ�RI�IXQGLQJ��KXPDQ�UHVRXUFH�FDSDFLW\�DQG�
OHJDO� IUDPHZRUN�ZLWK� WKH�PDQDJHPHQW�RI�ZHWODQG�UHVRXUFHV� LQ� WKH�GHFHQWUDOL]HG�V\VWHP�RI�
JRYHUQDQFH��2Q�WKH�RWKHU�KDQG��FRQWHQW�DQDO\VLV�ZDV�DSSOLHG�WR�TXDOLWDWLYH�GDWD�ZKHUH�WKHPHV�
ZHUH�FROODWHG�IURP�UHVSRQVHV��%HLQJ�D�PL[HG�PHWKRGV�DSSURDFK��WKH�LQWHQWLRQ�ZDV�WR�GHWHUPLQH�
WKH�H[WHQW�WR�ZKLFK�TXDOLWDWLYH�¾�QGLQJ�FRQ¾�UPHG�WKH�¾�QGLQJV�IURP�WKH�TXDQWLWDWLYH�DQDO\VLV�

5HVXOWV�

7KH�VWXG\�VHW�RXW� WR�H[DPLQH�KRZ�IXQGLQJ��KXPDQ�UHVRXUFH�FDSDFLW\��DQG� OHJDO� IUDPHZRUN�
UHODWH�HQYLURQPHQWDO�ZHWODQGV�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�LQ�8JDQGD�
E\�DQVZHULQJ�WKUHH�UHVHDUFK�TXHVWLRQV�DV�ODLG�RXW�LQ�VHFWLRQ�RQH�RI�WKLV�DUWLFOH��7KH�UHVXOWV�DUH�
SUHVHQWHG�EDVHG�RQ�HDFK�RI�WKH�UHVHDUFK�TXHVWLRQV�

5HVHDUFK�TXHVWLRQ���� :KDW�LV�WKH�UHODWLRQVKLS�EHWZHHQ�IXQGLQJ�DQG�HIIHFWLYH�HQYLURQPHQWDO�
PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�LQ�8JDQGD"�

7R� DQVZHU� WKLV� TXHVWLRQ�� WKH�3HDUVRQ� FRUUHODWLRQ� DQDO\VLV�ZDV� FRQGXFWHG�RQ�GDWD� FROOHFWHG�
IURP�WKH�YDULDEOHV�RI�IXQGLQJ�DQG�HQYLURQPHQWDO�PDQDJHPHQW�DQG�7DEOH���VKRZV�WKH�UHVXOWV�
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7DEOH����)XQGLQJ�DQG�'HFHQWUDOL]HG�(QYLURQPHQWDO�0DQDJHPHQW�

(IIHFWLYH�HQYLURQPHQWDO�
PDQDJHPHQW

)XQGLQJ

(IIHFWLYH�
HQYLURQPHQWDO�
PJPW�

3HDUVRQ�&RUUHODWLRQ � ����



6LJ�����WDLOHG� ����

1 �� ��

)XQGLQJ 3HDUVRQ�&RUUHODWLRQ ����

 �

6LJ�����WDLOHG� ����

1 �� ��



��&RUUHODWLRQ�LV�VLJQL¾�FDQW�DW�WKH������OHYHO����WDLOHG��

7KH�UHODWLRQVKLS�EHWZHHQ�IXQGLQJ�DQG�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�ZDV�LQYHVWLJDWHG�
XVLQJ� 3HDUVRQ� SURGXFW�PRPHQW� FRUUHODWLRQ� FR�HI¾�FLHQW�� 7KHUH� ZDV� D� PRGHUDWH� SRVLWLYH�
FRUUHODWLRQ�EHWZHHQ�WKH�WZR�YDULDEOHV��U� �������S��������

7KH�LPSOLFDWLRQ�RI�WKLV�LV�WKDW�WKHUH�LV�D�PRGHUDWH�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�IXQGLQJ�
DQG�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW��7KLV�¾�QGLQJ�LV�FRQ¾�UPHG�E\�NH\�LQIRUPDQWV�DQG�
SDUWLFLSDQWV�RI�WKH�IRFXV�JURXS�GLVFXVVLRQV�WKDW�HPSKDVL]HG�WKH�UROH�IXQGLQJ�SOD\V�LQ�HQVXULQJ�
WKDW� IDFLOLWLHV� DUH� SURFXUHG� WR� IDFLOLWDWH� HQYLURQPHQWDO� RI¾�FHUV� WR� XQGHUWDNH� WKHLU� GXWLHV��
)XQGLQJ�LV�RIWHQ�UHTXLUHG�WR�SXUFKDVH�YHKLFOHV�RU�PRWRUF\FOHV�IRU�PRQLWRULQJ�HQYLURQPHQWDO�
GHJUDGDWLRQ��WR�SXUFKDVH�IXHO�ZLWKRXW�ZKLFK�WKH�RI¾�FHUV�DUH�PHUHO\�FDUU\LQJ�RXW�GHVN�ZRUN��
,W�ZDV� DOVR� UHYHDOHG� E\� WKH� LQIRUPDQWV� WKDW� WKH�'LVWULFW� FRXQFLOORUV� DQG� WKH� HQYLURQPHQWDO�
FRPPLWWHHV�UHJXODUO\�UHTXLUH�DOORZDQFHV�IRU�WKHP�WR�SDUWLFLSDWH�LQ�HQYLURQPHQWDO�DZDUHQHVV�
FDPSDLJQV�DQG�GLVFXVV�E\H�ODZV�UHODWHG�WR�HQYLURQPHQWDO�PDQDJHPHQW��7KLV�LV�FRQVLVWHQW�ZLWK�
%UDFFL�DQG�0DUDQµV��������DUJXPHQW�WKDW�WKH�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�WKH�HQYLURQPHQW�
PDQDJHPHQW�GHSHQGV�RQ�WKH�VHULRXVQHVV�RI� WKH�HQYLURQPHQWDO�SUREOHPV�� WKH�VRFLDO� LQVLJKWV�
WRZDUGV�WKHVH�SUREOHPV�DQG�DQ�LQFUHDVLQJ�OHYHO�HQYLURQPHQWDO�DZDUHQHVV��

)XUWKHU��¾�QGLQJV�UHYHDOHG�WKDW�PRVW�RI�WKH�IXQGV�UHTXLUHG�IRU�HQYLURQPHQWDO�DQG�ZHWODQG�
PDQDJHPHQW� LQ� WKH� FDVH� GLVWULFW� FRPH� IURP� WKH� FHQWUDO� JRYHUQPHQW� DV� FRQGLWLRQDO� JUDQWV��
$FFRUGLQJ�WR�WKH�UHVSRQVHV�������SHUFHQW�RI�WKH�UHVSRQGHQWV�DGPLWWHG�WKDW��LQGHHG��WKH�IXQGLQJ�
IRU�HQYLURQPHQW�SURJUDPPHV� LQ�JHQHUDO��DQG�ZHWODQGV� LQ�SDUWLFXODU�� LV� ODUJHO\�PDGH�E\� WKH�
FHQWUDO�JRYHUQPHQW��7KLV�PHDQV� WKDW� WKHVH� UHVRXUFHV�DUH�GLUHFWHG� WR�SDUWLFXODU�SURJUDPPHV�
LQ� UHVSHFW� WR�ZHWODQG�PDQDJHPHQW� DFWLYLWLHV� DQG� VKRXOG� WKHUHIRUH� QRW� EH� GLYHUWHG� WR� RWKHU�
DFWLYLWLHV��,QGHHG�����SHUFHQW�RI�WKH�UHVSRQGHQWV�WHVWLI\�WR�WKLV��7KLV�KDV�LPSOLFDWLRQV�LQ�DV�IDU�DV�
LQGHSHQGHQW�ORFDO�GHFLVLRQ�PDNLQJ�RQ�PDWWHUV�RI�HIIHFWLYH�ZHWODQG�PDQDJHPHQW�LV�FRQFHUQHG�
DQG�KDV� LQGHHG�FRPSURPLVHG�RQ�WKH�VXVWDLQDELOLW\�RI� LQWHUYHQWLRQV�VLQFH� WKH�IXQGV�NHHS�RQ�
¿�XFWXDWLQJ�DV�FRQ¾�UPHG�E\����SHUFHQW�RI�WKH�UHVSRQGHQWV��2QO\����SHUFHQW�DQG����SHUFHQW�RI�
WKH�UHVSRQGHQWV�UHVSHFWLYHO\�DFNQRZOHGJH�WKDW�WKH�GLVWULFW�VXE�FRXQWLHV�DOORFDWH�DQG�SULRULWL]H�
ZHWODQG�PDQDJHPHQW�IRU�ORFDO�UHYHQXH�JHQHUDWLRQ�DQG�DOORFDWLRQ��,W�VKRXOG�DOVR�EH�QRWHG�WKDW�
PXFK�DV�WKH�ZHWODQG�DFWLYLWLHV�LQ�WKH�GLVWULFW�DUH�JLYHQ�OHVV�SULRULW\�ZLWK�UHVSHFW�WR�IXQGLQJ��WKH�
VDPH�OLWWOH�IXQGV�UHOHDVHG�DUH�HLWKHU�GLYHUWHG�WR�RWKHU�SURJUDPPHV�RU�HPEH]]OHG��WKXV�DIIHFWLQJ�
WKH�HIIHFWLYHQHVV�DQG�VXVWDLQDELOLW\�RI�ZHWODQG�FRQVHUYDWLRQ�SURJUDPPHV�LQ�WKH�GLVWULFW��7KLV�
LV�FRQ¾�UPHG�E\�WKH�SHUFHSWLRQ�RI�WKH�UHVSRQGHQWV�H[SUHVVHG�DV�D�WRWDO�RI����SHUFHQW�DQG����
SHUFHQW�RI�UHVSRQGHQWV�IRU�GLYHUVLRQ�DQG�HPEH]]OHPHQW�UHVSHFWLYHO\��7KH�DERYH�SKHQRPHQRQ�
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LV� FRUURERUDWHG� E\� WKH� LQWHUYLHZV� ZLWK� SROLWLFDO� DQG� WHFKQLFDO� KHDGV� ZKR� DUJXH� WKDW� ZLWK�
DEROLWLRQ�RI�*UDGXDWHG�WD[��*7���HYHQ�UHDOL]LQJ�WKH����SHUFHQW�RI�EXGJHW�DOORFDWLRQ�IRU�(15�
LV�DQ�XSKLOO�WDVN�ZKHQ�LW�FRPHV�WR�LPSOHPHQWDWLRQ��²6LQFH�WKH�DEROLWLRQ�RI�*UDGXDWHG�7D[�LQ�
������ JHQHUDWLQJ� ORFDO� UHYHQXH� HQRXJK� WR� FDWHU� IRU� WKH� FRXQFLOORUVµ� DOORZDQFHV� DQG� FRYHU�
WKH�RSHUDWLRQ�FRVWV�RI�VHFWRUV�OLNH�HQYLURQPHQW�KDV�EHHQ�WKH�ELJJHVW�FKDOOHQJH�RI�WKLV�GLVWULFW�
DGPLQLVWUDWLRQ³���3���

7KHVH� ¾�QGLQJV� FRQFXU� ZLWK� HDUOLHU� VWXGLHV� FRQGXFWHG� E\� 1\DQJDE\DNL� ������� ZKR�
VWUHVVHV� WKDW�DOWKRXJK� ORFDO�JRYHUQPHQWV�DUH�VXSSRVHG� WR�XVH� WKHLU�RZQ�UHVRXUFHV� WR�SXW� LQ�
SODFH� HQYLURQPHQWDO� LQVWLWXWLRQV�� VXFK� DV� GLVWULFW� HQYLURQPHQW� FRPPLWWHHV� DQG� VXE�FRXQW\�
HQYLURQPHQWDO�FRPPLWWHHV��DV�VWLSXODWHG�LQ�WKH�ODZ��DQG�WR�GHYHORS�HQYLURQPHQWDO�SODQV��D�IHZ�
KDYH�VXFFHHGHG�LQ�GRLQJ�VR��$FFRUGLQJ�WR�1\DQJDE\DNL���������HQYLURQPHQWDO�LVVXHV�DUH�QRW�
D�SULRULW\�DUHD�IRU�PDMRULW\�RI�WKH�ORFDO�JRYHUQPHQWV��WKH\�DUH�PHUHO\�IRUFHG�RQWR�WKH�GLVWULFWV��
7KH�GLVWULFWV�WKDW�KDYH�PDGH�SURJUHVV�LQ�HIIHFWLYH�QDWXUDO�UHVRXUFH�PDQDJHPHQW�DQG�ZHWODQG�
SURWHFWLRQ�VSHFL¾�FDOO\�KDYH�GRQH�VR�GXH�WR�GRQRU�VXSSRUW��7KLV�DOVR�KDV�LWV�LPSOLFDWLRQV�RQ�ORFDO�
GHFLVLRQ�PDNLQJ� DQG� ORQJ�WHUP� VXVWDLQDELOLW\��ZKLFK� IHDUV� DUH� HFKRHG�E\�5RELQVRQ� �������
WKXV��²GHFHQWUDOL]DWLRQ�LQ�$IULFD�KDV�RIWHQ�IDLOHG��GHVSLWH�SURPLVLQJ�GLVFRXUVHV��EHFDXVH�RI�WKH�
RYHU�FHQWUDOL]DWLRQ�RI�UHVRXUFHV��OLPLWHG�WUDQVIHUV�WR�VXE�QDWLRQDO�JRYHUQPHQWV��D�ZHDN�ORFDO�
UHYHQXH�EDVH��ODFN�RI�ORFDO�SODQQLQJ�FDSDFLW\��OLPLWHG�FKDQJHV�LQ�OHJLVODWLRQ�DQG�UHJXODWLRQV��
DQG�WKH�DEVHQFH�RI�PHDQLQJIXO�ORFDO�SROLWLFDO�SURFHVV³��

5HVHDUFK�TXHVWLRQ���� :KDW� LV� WKH� UHODWLRQVKLS� EHWZHHQ� KXPDQ� UHVRXUFH� FDSDFLW\� DQG�
HIIHFWLYH� HQYLURQPHQWDO�PDQDJHPHQW� LQ� D� GHFHQWUDOL]HG� V\VWHP� RI�
JRYHUQDQFH�LQ�8JDQGD"

7KLV�UHVHDUFK�TXHVWLRQ�ZDV�WR�H[DPLQH�WKH�UHODWLRQVKLS�EHWZHHQ�KXPDQ�UHVRXUFH�FDSDFLW\�DQG�
HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�LQ�8JDQGD��7R�
DQVZHU�WKLV�TXHVWLRQ��WKH�3HDUVRQ�FRUUHFWLRQ�DQDO\VLV�ZDV�FRQGXFWHG�RQ�GDWD�FROOHFWHG�IURP�
WKH�YDULDEOHV�RI�KXPDQ�UHVRXUFH�FDSDFLW\�DQG�HQYLURQPHQWDO�PDQDJHPHQW�DQG�7DEOH���VKRZV�
WKH�UHVXOWV�

7DEOH����+XPDQ�5HVRXUFH�&DSDFLW\�DQG�'HFHQWUDOL]HG�(QYLURQPHQWDO�0DQDJHPHQW

(IIHFWLYH�HQYLURQPHQWDO�PJW +XPDQ�UHVRXUFH�FDSDFLW\

(IIHFWLYH�HQYL�
URQPHQWDO�PJW

3HDUVRQ�&RUUHODWLRQ � ����
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��&RUUHODWLRQ�LV�VLJQL¾�FDQW�DW�WKH������OHYHO����WDLOHG��

7KH� UHODWLRQVKLS� EHWZHHQ� KXPDQ� UHVRXUFH� FDSDFLW\� LQ� WHUPV� RI� VNLOOV�� VWDI¾�QJ� OHYHOV� DQG�
PRWLYDWLRQ�DQG�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�ZDV�LQYHVWLJDWHG�XVLQJ�3HDUVRQ�SURGXFW�
PRPHQW� FRUUHODWLRQ� FR�HI¾�FLHQW�� 7KHUH� ZDV� D� PRGHUDWH� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� WKH�
WZR� YDULDEOHV� �U�  � ������� S�������� LPSO\LQJ� WKDW� KXPDQ� UHVRXUFH� FDSDFLW\� LV� PRGHUDWHO\�
SRVLWLYHO\� DVVRFLDWHG� ZLWK� HIIHFWLYH� HQYLURQPHQWDO� UHVRXUFHV�PDQDJHPHQW� LQ� GHFHQWUDOL]HG�
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V\VWHP�RI�JRYHUQDQFH��$V� WKH�FDSDFLW\� IRU�KXPDQ�UHVRXUFHV� LPSURYHV�� WKHUH� LV� OLNHO\� WR�EH�
D�FRUUHVSRQGLQJ�LPSURYHPHQW�LQ�WKH�ZD\�WKH�HQYLURQPHQW�LV�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�
V\VWHP�RI�JRYHUQDQFH��7KLV�LV�DWWULEXWHG�WR�WKH�IDFW�WKDW�VWDII�QXPEHUV�ZLOO�EH�VXI¾�FLHQW�HQRXJK�
WR� XQGHUWDNH� WKH� UHVSRQVLELOLWLHV� RI� D� GHFHQWUDOL]HG� HQYLURQPHQWDO� PDQDJHG� IXQFWLRQ�� ,Q�
DGGLWLRQ��LPSURYHG�KXPDQ�UHVRXUFH�FDSDFLW\�LPSOLHV�WKDW�WKH\�KDYH�WKH�VNLOOV�DQG�FRPSHWHQFLHV�
UHTXLUHG� WR� LPSOHPHQW� DQG� HQIRUFH� HQYLURQPHQWDO� PDQDJHPHQW� SROLFLHV� DQG� UHJXODWLRQV��
6NLOOV��KRZHYHU��UHTXLUH�WR�EH�FRQWLQXRXVO\�XSJUDGHG�WKURXJK�FRQWLQXRXV�GHYHORSPHQW�RIIHUHG�
E\� VSHFLDOL]HG� DJHQFLHV��$V� SRLQWHG� RXW� E\�$UPVWURQJ� �������� VNLOOV� DQG� QXPEHUV� DUH� QRW�
VXI¾�FLHQW� IRU� HIIHFWLYH� VHUYLFH�GHOLYHU\��7KH\�KDYH� WR�EH� FRPSOHPHQWHG�E\�D�KLJK� OHYHO�RI�
FRPPLWPHQW�WKDW�DULVHV�IURP�WKH�OHYHO�RI�PRWLYDWLRQ�WKDW�LQGLYLGXDOµV�H[KLELW�

)URP�WKH�DVVHVVPHQW�RI�KXPDQ�UHVRXUFH�FDSDFLW\�LQ�WKH�FDVH�GLVWULFW�LQ�WHUPV�RI�VWDI¾�QJ�
OHYHOV�� D� WRWDO�RI����SHUFHQW�RI� WKH� UHVSRQGHQWV�EHOLHYH� WKDW� WKH�GLVWULFW�KDV�HQRXJK�VWDII� WR�
KDQGOH�HIIHFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�DFWLYLWLHV��$OWKRXJK��WKH�SHUVRQQHO�SURYLGHG�IRU�
LQ� WKH�HQYLURQPHQW�DQG�ZHWODQG� VHFWRU� VWDII� VWUXFWXUH�DW� WKH�GLVWULFW� DUH�QRW� DOO� UHFUXLWHG�DV�
FRQ¾�UPHG�E\����SHUFHQW�RI�WKH�UHVSRQGHQWV��LW�FDQ�EH�VDLG�WKDW�ZLWK�DGHTXDWH�IDFLOLWDWLRQ�RI�
WKH�H[LVWLQJ�SHUVRQQHO�LQ�WKH�GHSDUWPHQW�DQG�GHVLJQDWLRQ�RI�VXE�FRXQW\�IRFDO�SRLQW�SHUVRQV�WR�
WDNH�FDUH�RI�GD\�WR�GD\�PDQDJHPHQW�RI�ZHWODQG�UHVRXUFHV��D�ORW�ZRXOG�EH�DFKLHYHG�LQ�DV�IDU�DV�
HIIHFWLYH�DQG�VXVWDLQDEOH�PDQDJHPHQW�RI�WKH�HQYLURQPHQW�LV�FRQFHUQHG��7KH�ELJJHVW�FKDOOHQJH�
LV�HYLGHQW�LQ�WKH�OHYHO�RI�IDFLOLWDWLRQ�SURYLGHG�WR�WKH�VWDII�DV�RQH�NH\�LQIRUPDQW�UHPDUNHG��

$V�IDU�DV�WKH�GLVWULFW�LV�FRQFHUQHG��WKHUH�LV�QR�QHHG�RI�UHFUXLWLQJ�PRUH�SHUVRQQHO�LQ�
WKH�(QYLURQPHQW�DQG�1DWXUDO�5HVRXUFH�GHSDUWPHQW�OLNH�WKH�PLVVLQJ�6HQLRU�DQG�-XQLRU�
(QYLURQPHQW�RI¾�FHUV�SURYLGHG�IRU�LQ�WKH�VWUXFWXUH��ZKHQ�ZH�FDQQRW�HYHQ�IDFLOLWDWH�WKH�
WZR�RI¾�FHUV� UHVSRQVLEOH� IRU� HQYLURQPHQW� FXUUHQWO\�� ,I� WKH� UHVRXUFHV�ZHUH�DYDLODEOH��
WKHUH� DUH� PDQ\� RI¾�FHUV� DW� VXE� FRXQWLHV� ZKR� ZRXOG� EH� GHVLJQDWHG� DQG� WUDLQHG� LQ�
HQYLURQPHQW�DQG�ZHWODQG�DVSHFWV�WR�KDQGOH�QDWXUDO�UHVRXUFH�PDQDJHPHQW�LVVXHV�DW�
ORZHU�ORFDO�JRYHUQPHQW�OHYHOV

7KHUH� VHHPV� WR� EH�PLQLPDO� FROODERUDWLRQ� EHWZHHQ� WKH� SROLWLFDO� OHDGHUV� DQG� WHFKQLFDO� VWDII�
RQ� WKH�PDWWHUV� UHODWHG� WR� HQYLURQPHQWDO�PDQDJHPHQW� VLQFH� WKH\� UDUHO\� KROG� MRLQW� SODQQLQJ�
PHHWLQJV�DQG�LQVSHFWLRQ�WULSV��7KH�DERYH�YLHZV�ZHUH�JHQHUDOO\�FURVV�FXWWLQJ�DPRQJ�WKH�)*'V�
WKDW�ZHUH�KHOG�DQG�WKLV�KLJKOLJKWV�WKH�JUDYH�FKDOOHQJHV�IDFHG�LQ�UHODWLRQ�VXVWDLQDEOH�ZHWODQG�
PDQDJHPHQW�VSHFL¾�FDOO\�DQG�HQYLURQPHQW�LQ�JHQHUDO�LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH��

,Q�WHUPV�RI�VNLOOV�IRU�WKH�HIIHFWLYH�PDQDJHPHQW�RI�ZHWODQGV�LQ�WKH�GLVWULFW�����SHUFHQW�RI�
WKH�UHVSRQGHQWV� WKRXJKW� WKDW� WKH�VWDII� ODFNHG�UHTXLVLWH�VNLOOV� WR�VXVWDLQDEO\�PDQDJH�ZHWODQG�
UHVRXUFHV� LQ� WKH� GLVWULFW�� 7KH� LQDGHTXDWH� IDFLOLWDWLRQ� DQG� ODFN� RI� FRQWLQXRXV� WUDLQLQJ� DQG�
FDSDFLW\� EXLOGLQJ�SURJUDPPHV� IRU� WKH� VWDII� WR� NHHS� WKHP�DEUHDVW�ZLWK� WKH� HPHUJLQJ� LVVXHV�
LQ�HIIHFWLYH�ZHWODQG�PDQDJHPHQW�DQG�FRQVHUYDWLRQ�QHJDWLYHO\�LPSDFWHG�RQ�WKH�HIIHFWLYHQHVV�
RI�ZHWODQG�PDQDJHPHQW�LQ�WKH�GLVWULFW��7KLV�ZDV�FRQ¾�UPHG�E\����SHUFHQW�DQG����SHUFHQW�RI�
UHVSRQGHQWV�UHVSHFWLYHO\��6WDII�PRWLYDWLRQ�XQGHU�KXPDQ�UHVRXUFH�IDFWRU�ZDV�DQRWKHU�YDULDEOH�
LQYHVWLJDWHG� LQ� DV� IDU� DV� HIIHFWLYH�ZHWODQG�PDQDJHPHQW� LV� FRQFHUQHG� DW�/RFDO�*RYHUQPHQW�
OHYHO��$�WRWDO�RI����SHUFHQW�RI�WKH�UHVSRQGHQWV�EHOLHYHG�WKH�SHUVRQQHO�DW�WKH�GLVWULFW�UHVSRQVLEOH�
IRU� ZHWODQG� PDQDJHPHQW� ZHUH� PLQGIXO� RI� WKH� HQYLURQPHQW� DQG� DFWXDOO\� ORYHG� WKHLU� MREV��



7KH�8JDQGDQ�-RXUQDO�2I�0DQDJHPHQW�$QG�3XEOLF�3ROLF\�6WXGLHV

ZKHUHDV����SHUFHQW�RI� WKH�UHVSRQGHQWV�ZHUH�QRW�DZDUH�RI� WKH�VWDII�SHUFHSWLRQ�RI� WKHLU� MREV��
0RWLYDWLRQ�ZDV�IXUWKHU�PHDVXUHG�ZLWK�TXHVWLRQV�RQ�ZKHWKHU�WKHUH�ZDV�DGHTXDWH�IDFLOLWDWLRQ��
FRQWLQXRXV�WUDLQLQJ��WHFKQLFDO�VXSSRUW�IURP�WKH�FHQWUDO�JRYHUQPHQW�DQG�UHJXODU�VXSHUYLVLRQ��

5HVHDUFK�TXHVWLRQ���� 'RHV� WKH� H[LVWLQJ� OHJDO� IUDPHZRUN� KDYH� LPSOLFDWLRQV� IRU� HIIHFWLYH�
HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�VHWWLQJ�LQ�8JDQGD"�

7KLV�UHVHDUFK�TXHVWLRQ�ZDV�WR�H[DPLQH�WKH�LPSOLFDWLRQV�RI�WKH�H[LVWLQJ�OHJDO�DQG�UHJXODWRU\�
IUDPHZRUN�HIIHFWLYH�RQ�HQYLURQPHQWDO�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�V\VWHP�RI�JRYHUQDQFH�
LQ�8JDQGD��7R�DQVZHU�WKLV�TXHVWLRQ��WKH�3HDUVRQ�FRUUHODWLRQ�DQDO\VLV�ZDV�FRQGXFWHG�RQ�GDWD�
FROOHFWHG�IURP�WKH�YDULDEOHV�RI�OHJDO�IUDPHZRUN�DQG�HQYLURQPHQWDO�PDQDJHPHQW��7KH�UHVXOWV�
ZHUH� FRUURERUDWHG� ZLWK� ¾�QGLQJV� IURP� IRFXV� JURXS� GLVFXVVLRQV� DQG� GRFXPHQWDU\� UHYLHZV��
7DEOH���VKRZV�WKH�UHVXOWV�RI�WKH�FRUUHODWLRQ�DQDO\VLV�

7DEOH����/HJDO�IUDPHZRUN�DQG�'HFHQWUDOL]HG�(QYLURQPHQWDO�0DQDJHPHQW

/HJDO�
IUDPHZRUN

(IIHFWLYH�HQYLURQPHQWDO�
PDQDJHPHQW�

/HJDO�IUDPHZRUN 3HDUVRQ�&RUUHODWLRQ � ����
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��&RUUHODWLRQ�LV�VLJQL¾�FDQW�DW�WKH������OHYHO����WDLOHG��

7KH� UHODWLRQVKLS� EHWZHHQ� OHJDO� IUDPHZRUN� DQG� HIIHFWLYH� HQYLURQPHQWDO� PDQDJHPHQW� ZDV�
LQYHVWLJDWHG�XVLQJ�WKH�3HDUVRQ�SURGXFW�PRPHQW�FRUUHODWLRQ�FRHI¾�FLHQW��7KHUH�ZDV�D�VWDWLVWLFDOO\�
VLJQL¾�FDQW�PRGHUDWH�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�WKH�WZR�YDULDEOHV��U� �������Q� �����S��������
LPSO\LQJ�WKDW�LQWHUQDWLRQDO��QDWLRQDO�DQG�ORFDO�OHJDO�IUDPHZRUN�LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�
WKH� HIIHFWLYH� ZHWODQG�PDQDJHPHQW� LQ� GHFHQWUDOL]HG� V\VWHP� RI� JRYHUQDQFH�� 7KLV�¾�QGLQJ� LV�
FRPSOHPHQWHG�E\�UHVSRQVHV�IURP�RWKHU�LQIRUPDQWV�ZKR�DUJXHG�WKDW�OHJDO�IUDPHZRUNV�SURYLGH�
WKH�EDVLV� IRU�GHFLVLRQ�PDNLQJ�� FRQVWLWXWH�JXLGHOLQHV� IRU� HQYLURQPHQWDO�SURWHFWLRQ�DQG� IRUP�
WKH�EDVLV� IRU�PRQLWRULQJ�� HQIRUFHPHQW� DQG�FRPSOLDQFH��+RZHYHU�� LQ� WHUPV�RI� HQIRUFHPHQW��
LW� HPHUJHG� WKDW� WKH� HQYLURQPHQWDO� ODZV� DUH� ZHDN� DQG� SRRUO\� HQIRUFHG�� )RU� H[DPSOH�� RQH�
LQIRUPDQW�UHPDUNHG�

7KH�SHQDOW\�SURYLGHG�IRU�FRQWUDYHQWLRQ�RI�WKLV�OHJDO�SURYLVLRQ�LV�QRW�GHWHUUHQW�HQRXJK�
DV�LW�SURYLGHV�IRU�WKH�LPSULVRQPHQW�RI�D�WHUP�QRW�H[FHHGLQJ��PRQWKV�RU�D�¾�QH�RI�QRW�
PRUH�WKDQ�VKV�PLOOLRQ�8JDQGD�VKLOOLQJV������86'���7KLV�LV�MXVW�QRW�VHULRXV�HQRXJK�
DQG� XQOHVV� VXFK� SURYLVLRQV� DUH� UHYLVHG� WR� EH� PRUH� VWURQJ�� ZHWODQGV� �DQG� JHQHUDO�
HQYLURQPHQW��VKDOO�FRQWLQXH�WR�EH�GHJUDGHG

6XFK�D�VFHQDULR�SRLQWV�WR�D�VLWXDWLRQ�ZKHUH�ORFDO�JRYHUQPHQWV�VKRXOG�EH�SURDFWLYH�HQRXJK�WR�
SXW�LQ�SODFH�SXQLWLYH�VDQFWLRQV�IRU�HQYLURQPHQWDO�GHJUDGDWLRQ�WR�HQDEOH�WKHP�UHDS�WKH�EHQH¾�WV�
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RI�HQYLURQPHQWDO�PDQDJHPHQW��7KLV�LV�LQ�OLQH�ZLWK�%UDFFL�DQG�0DUDQµV��������DVVHUWLRQ�WKDW�
D�SUR�DFWLYH�HQYLURQPHQWDO�PDQDJHPHQW�UHJXODWLRQ�SRWHQWLDOO\�DWWUDFWV�DFWXDO�DQG�SURVSHFWLYH�
LQYHVWRUV��VSRQVRUV��HPSOR\HHV��FRQVXPHUV�DQG�ORFDO�DXWKRULWLHV�

)XUWKHUPRUH��WKH�VSHFL¾�F�ODFN�RI�ZHWODQG�ODZ�LQ�8JDQGD�LV�DQRWKHU�VHWEDFN�WR�HIIHFWLYH�
HQIRUFHPHQW� RI� WKH�ZHWODQG� OHJLVODWLRQ��$W� WKH�PRPHQW�� DOO�ZHWODQG� OHJLVODWLRQ� LV� VFDWWHUHG�
DFURVV�YDULRXV� OHJDO� DUW� SLHFHV� DV� FRQ¾�UPHG�E\����SHUFHQW�RI� WKH� UHVSRQGHQWV��7KLV�PDNHV�
LW� GLI¾�FXOW� IRU� VRPH� GLVWULFW� RI¾�FHUV� WR� WUDFH�� OHW� DORQH� HYRNH�� VXFK� SURYLVLRQV� LQ� HQVXULQJ�
HIIHFWLYH�DQG�VXVWDLQDEOH�ZHWODQG�PDQDJHPHQW��$FFRUGLQJ�WR�WKH�'LVWULFW�3ODQQHU��´́ :KHUHDV�
WKHUH�LV�D�ZHWODQG�SROLF\�LQ�SODFH��WKH�ODFN�RI�UHODWHG�ODZ�WR�HQIRUFH�WKH�VDLG�SROLF\�KDPSHUV�
WKH�GLVWULFWµV�HIIRUWV�WR�DGHTXDWHO\�DGGUHVV�WKH�VLOHQW�LVVXHV�UHODWHG�WR�ZHWODQG�PDQDJHPHQW�³�

&RQFOXGLQJ�UHPDUNV

5HVXOWV� IURP� WKH� VWXG\� VXJJHVW� WKDW� IXQGLQJ� KDV� D� SRVLWLYH� UHODWLRQVKLS� ZLWK� WKH� HIIHFWLYH�
PDQDJHPHQW� RI� HQYLURQPHQWDO� UHVRXUFHV� LQ� GHFHQWUDOL]HG� VHWWLQJ� LQ� 8JDQGD�� +RZHYHU��
¾�QGLQJV� DOVR� UHYHDO� WKDW� WKH� DEROLWLRQ� RI� JUDGXDWHG� WD[� WKDW� WUDGLWLRQDOO\� SURYLGHG� PXFK�
QHHGHG�IXQGV�WR�LPSOHPHQW�GLVWULFW�SURJUDPPHV�KDV�JUHDWO\�XQGHUPLQHG�GHFHQWUDOL]HG�XQLWVµ�
FDSDFLW\�WR�PDQDJH�WKH�HQYLURQPHQW��7KH�RQO\�VRXUFH�RI�IXQGLQJ�QRZ�DYDLODEOH�IRU�ZHWODQG�
PDQDJHPHQW�LV�WKH�FRQGLWLRQDO�JUDQW�IURP�WKH�FHQWUDO�JRYHUQPHQW��7KLV�ODUJHO\�DIIHFWV�ORFDO�
GHFLVLRQ�PDNLQJ� DQG� FRPSURPLVHV� WKH� HTXLWDEOH�� HIIHFWLYH� DQG� VXVWDLQDEOH�PDQDJHPHQW� RI�
ZHWODQG�UHVRXUFHV�LQ�WKH�GLVWULFWV��+XPDQ�UHVRXUFH�FDSDFLW\�DV�DVVHVVHG�LQ�WHUPV�RI�VWDI¾�QJ�
OHYHOV��VNLOOV�DQG�PRWLYDWLRQ�ZDV�DOVR�IRXQG�WR�KDYH�D�VLJQL¾�FDQW�SRVLWLYH�UHODWLRQVKLS�ZLWK�
WKH�HIIHFWLYH�PDQDJHPHQW�RI�HQYLURQPHQWDO�PDQDJHPHQW� LQ�D�GHFHQWUDOL]HG�VHWWLQJ��+XPDQ�
UHVRXUFH� FDSDFLW\� LV� D� NH\� GHWHUPLQDQW� LQ� HQYLURQPHQW�PDQDJHPHQW� HVSHFLDOO\� LQ� WHUPV�RI�
QXPEHUV�RI�VWDII��FRPSHWHQFHV�DQG�WKHLU�PRWLYDWLRQ�OHYHOV��0RUH�LPSRUWDQW� LV� WKH�DELOLW\�RI�
ORFDO� JRYHUQPHQWV� WR� DWWUDFW� DQG� UHWDLQ� NH\� VWDII��2Q� WKH� OHJDO� IUDPHZRUN�� WKH� UHVXOWV� DOVR�
LQGLFDWH�WKDW��LQGHHG��WKHUH�LV�D�VLJQL¾�FDQW�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�WKH�OHJDO�IUDPHZRUN�
DQG�HIIHFWLYH�ZHWODQG�PDQDJHPHQW�LQ�D�GHFHQWUDOL]HG�VHWWLQJ��$�ZHOO�GH¾�QHG�OHJDO�IUDPHZRUN�
ZLWK�FOHDU�SURYLVLRQV�RI�KRZ�WR�KDQGOH�HQYLURQPHQWDO�LVVXHV�IRUPV�WKH�FRUQHUVWRQH�IRU�HIIHFWLYH�
HQYLURQPHQW�SURWHFWLRQ�DQG�PDQDJHPHQW��6XFK�D�IUDPHZRUN�JXLGHV�GHFLVLRQ�PDNLQJ��SURPRWHV�
FRPSOLDQFH�DQG�JDOYDQL]HV�HQIRUFHPHQW�PHFKDQLVPV�

7R� SURPRWH� VXVWDLQDEOH� HQYLURQPHQW� PDQDJHPHQW� LQ� D� GHFHQWUDOL]HG� V\VWHP� RI�
JRYHUQDQFH��WKHUH�LV�D�QHHG�IRU�D�SDUDGLJP�VKLIW�DPRQJ�WKH�GLVWULFW�OHDGHUVKLS��ERWK�WHFKQRFUDWV�
DQG�SROLWLFDO�OHDGHUV��WR�EHFRPH�DFWLYH�SOD\HUV�DQG�HTXDO�SDUWQHUV�ZLWK�FHQWUDO�JRYHUQPHQW�DV�
RSSRVHG�WR�EHLQJ�UHFLSLHQWV�RI�SUH�GLFWDWHG�IXQGV�WKDW�DUH�QRW�FRPPHQVXUDWH�WR�WKH�GLVWULFWVµ�
QHHGV�DQG�SULRULWLHV��7KLV�FDOOV�IRU�HI¾�FLHQW�SODQQLQJ�DQG�EXGJHWLQJ�PHFKDQLVP�WKDW�DGGUHVVHV�
ERWK�VSHFL¾�F�VKRUW�WHUP�QHHGV�ZLWK�FOHDU�OLQNDJH�WR�RYHUDOO�/RFDO�*RYHUQPHQW�JRDO�DQG�YLVLRQ��
7KH�PHDJUH�UHVRXUFH�DOORFDWLRQ�GRHV�QRW�RQO\�KDPSHU�ORFDO�GHFLVLRQ�PDNLQJ�EDVHG�RQ�ORFDO�
SUREOHPV��EXW�DOVR�PDNHV�WKH�PDQDJHPHQW�RI�HPHUJLQJ�FKDOOHQJHV�LPSRVVLEOH�VLQFH�WKHUH�DUH�
SHQDOWLHV� WR�QRQ�FRPSOLDQFH��,W� LV� WKHUHIRUH�SUXGHQW� WKDW� WKH�GLVWULFW� OHDGHUVKLS�WDNHV�FKDUJH�
DQG�HQVXUHV�WKDW�WKH�SULRULW\�QHHGV�DUH�UHVSHFWHG�DQG�DGGUHVVHG�E\�DOO�VWDNHKROGHUV�DQG�IXQGLQJ�
DJHQFLHV� LQFOXGLQJ� FHQWUDO� JRYHUQPHQW�� )XUWKHU� WR� WKDW�� GLVWULFW� ORFDO� JRYHUQPHQWV� VKRXOG�
H[SORUH�DYHQXHV�RI�LPSURYLQJ�IXQGLQJ�IRU�QDWXUDO�UHVRXUFH�PDQDJHPHQW�DFWLYLWLHV�LQFOXGLQJ�
SD\PHQW�IRU�HFRV\VWHP�VHUYLFH�RSWLRQV�WR�WKRVH�XVLQJ�ZHWODQG�UHVRXUFHV�VXFK�DV�WD[DWLRQ�RI�
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ZHWODQG�PDQDJHPHQW�DQG�HQYLURQPHQW�DW�ODUJH��7KHUH�VKRXOG�EH�D�GHOLEHUDWH�HIIRUW�WR�UHFUXLW�
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WR� XQGHUJR� IXUWKHU� WUDLQLQJ� LQ� UHOHYDQW�¾�HOGV� LQ� DGGLWLRQ� WR� VXSSRUW� VXSHUYLVLRQ� WR� XSJUDGH�
WKHLU� FRPSHWHQFHV� LQ� HQYLURQPHQWDO�PDQDJHPHQW��7KHUH� LV� D� QHHG� WR� GHYHORS� DQ� LQFHQWLYH�
VWUXFWXUH�ZKLFK�LQFOXGHV��VDODULHV�DQG�DOORZDQFHV�DQG�DGHTXDWH�IDFLOLWDWLRQ�RI�WKH�HQYLURQPHQW�
DQG�ZHWODQG�VXE�VHFWRU�LQ�RUGHU�WR�SURPRWH�VXVWDLQDEOH�PDQDJHPHQW�RI�ZHWODQG�UHVRXUFHV�LQ�
WKH�FRXQWU\�DQG�VSHFL¾�FDOO\�GLVWULFWV��/HJDOO\��HIIRUWV�VKRXOG�EH�PDGH�DW�QDWLRQDO�OHYHO�WRZDUGV�
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ODZV�WKDW�DUH�FRPPXQLW\�GULYHQ�DQG�KHQFH�HQIRUFHDEOH�
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