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$�3ULPHU�

7KH� SXUSRVH� RI� WKLV� SULPHU� LV� WR� GHVFULEH� EULHIO\� WKH�
DQQXDO�EXGJHW�DQG�DSSURSULDWLRQV�SURFHVV�IRU�WKH�VWDWH��

7KH� *RYHUQRU�� E\� .6$� ��������� PXVW� SUHVHQW�
VSHQGLQJ� UHFRPPHQGDWLRQV� WR� WKH� /HJLVODWXUH�� � 7KH�
*RYHUQRU¶V� %XGJHW� 5HSRUW� UHIOHFWV� H[SHQGLWXUHV� IRU�
ERWK� WKH� FXUUHQW� DQG� XSFRPLQJ� ILVFDO� \HDUV� DQG�
LGHQWLILHV�WKH�VRXUFHV�RI�ILQDQFLQJ�IRU�WKHP����

7KH�/HJLVODWXUH�XVHV�7KH�*RYHUQRU¶V�%XGJHW�5HSRUW DV�
D�JXLGH�DV�LW�DSSURSULDWHV�WKH�PRQH\�QHFHVVDU\�IRU�VWDWH�
DJHQFLHV� WR� RSHUDWH�� � 2QO\� WKH� /HJLVODWXUH� FDQ�
DXWKRUL]H� H[SHQGLWXUHV� E\� WKH� 6WDWH� RI� .DQVDV�� � 7KH�
*RYHUQRU� UHFRPPHQGV� VSHQGLQJ� OHYHOV�� ZKLOH� WKH�
/HJLVODWXUH�FKRRVHV�ZKHWKHU�WR�DFFHSW�RU�PRGLI\�WKRVH�
UHFRPPHQGDWLRQV���7KH�*RYHUQRU�PD\�YHWR�OHJLVODWLYH�
DSSURSULDWLRQV��DOWKRXJK� WKH�/HJLVODWXUH�PD\�RYHUULGH�
DQ\�YHWR�E\�D�WZR�WKLUGV�PDMRULW\�YRWH��

)LVFDO�<HDUV� ,W�LV�LPSRUWDQW�ZKHQ�UHDGLQJ�WKH�EXGJHW�
WR�FRQVLGHU�ZKLFK�ILVFDO�\HDU�LV�EHLQJ�GLVFXVVHG�� �7KH�
VWDWH�ILVFDO�\HDU�UXQV�IURP�-XO\���WR�WKH�IROORZLQJ�-XQH�
���DQG� LV� QXPEHUHG� IRU� WKH� FDOHQGDU�\HDU� LQ�ZKLFK� LW�
HQGV�� �7KH� FXUUHQW� ILVFDO� \HDU� LV� WKH� RQH�ZKLFK� HQGV�
WKH� FRPLQJ� -XQH�� � 7KH� DFWXDO� ILVFDO� \HDU� LV� WKH� \HDU�
ZKLFK�FRQFOXGHG�WKH�SUHYLRXV�-XQH�� �7KH�EXGJHW�\HDU
UHIHUV� WR� WKH� QH[W� ILVFDO� \HDU�� ZKLFK� EHJLQV� WKH� -XO\�
IROORZLQJ� WKH� /HJLVODWXUH¶V� DGMRXUQPHQW�� � ,Q� 7KH� )<�
�����*RYHUQRU¶V�%XGJHW�5HSRUW��WKH�DFWXDO�ILVFDO�\HDU�
LV�)<�������WKH�FXUUHQW�ILVFDO�\HDU�LV�)<�������DQG�WKH�
EXGJHW�\HDUV�DUH�)<������DQG�)<�������

%\� ODZ�� 7KH� *RYHUQRU¶V� %XGJHW� 5HSRUW� PXVW� UHIOHFW�
DFWXDO�\HDU�VSHQGLQJ��WKH�*RYHUQRU¶V�UHYLVHG�VSHQGLQJ�
UHFRPPHQGDWLRQV� IRU� WKH� FXUUHQW� ILVFDO� \HDU�� VWDWH�
DJHQF\�VSHQGLQJ� UHTXHVWV� IRU� WKH�EXGJHW�\HDU�DQG� WKH�
RXW� \HDU� DQG� WKH� *RYHUQRU¶V� VSHQGLQJ� UHFRPPHQGD�
WLRQV�IRU�WKH�EXGJHW�\HDU�DQG�WKH�RXW�\HDU���7KH�EXGJHW�
UHFRPPHQGDWLRQV� FDQQRW� LQFOXGH� WKH� H[SHQGLWXUH� RI�
DQWLFLSDWHG�LQFRPH�DWWULEXWDEOH�WR�SURSRVHG�OHJLVODWLRQ���
([SHQGLWXUH�GDWD�DUH�VKRZQ�E\�DJHQF\�DQG�FDWHJRU\�RI�
H[SHQGLWXUH� LQ� WKH� VFKHGXOHV� DW� WKH� EDFN� RI� WKLV�
YROXPH���7KRVH�VDPH�GDWD�DUH�LQFOXGHG��E\�DJHQF\�DQG�
SURJUDP� LQ9ROXPH � RI 7KH*RYHUQRU¶V%XGJHW 5HSRUW��

$QQXDO�%LHQQLDO�%XGJHWV� $SSURSULDWLRQV�IRU�DJHQF\�
RSHUDWLQJ� H[SHQGLWXUHV� KDYH� WUDGLWLRQDOO\� EHHQ� PDGH�
RQ� DQ� DQQXDO� EDVLV� VLQFH� ������ � :LWK� HQDFWPHQW� RI�

OHJLVODWLRQ� LQ� ������ WKH� EXGJHWV� RI� ��� VWDWH� DJHQFLHV�
ZHUH� DSSURYHG� RQ� D� ELHQQLDO� EDVLV� VWDUWLQJ� ZLWK� )<�
������ � 7KH\� ZHUH� DOO� ILQDQFHG� WKURXJK� IHH� IXQGV���
6LQFH� WKHQ�� WZR� RI� WKHVH� DJHQFLHV� ZHUH� PHUJHG� LQWR�
ODUJHU� DJHQFLHV��PDNLQJ� WKH� FXUUHQW� WRWDO� ���� �2Q� WKH�
UHFRPPHQGDWLRQ�RI�WKH�*RYHUQRU��WKH������/HJLVODWXUH�
HQDFWHG� D� EXGJHW� IRU� DOO� VWDWH� DJHQFLHV� IRU� ERWK� WKH�
EXGJHW� \HDU� DQG� WKH� RXW�\HDU�� WUHDWLQJ� DOO� DJHQFLHV� DV�
ELHQQLDO�EXGJHW�DJHQFLHV���

)LQDQFLQJ�RI�6WDWH�6SHQGLQJ� )UHTXHQW� UHIHUHQFH� LV�
PDGH� WR� 6WDWH� *HQHUDO� )XQG� H[SHQGLWXUHV� DQG�
H[SHQGLWXUHV� IURP�DOO� IXQGLQJ� VRXUFHV�� � ([SHQGLWXUHV�
IURP� DOO� IXQGLQJ� VRXUFHV� LQFOXGH� ERWK� 6WDWH� *HQHUDO�
)XQG� H[SHQGLWXUHV� DQG� H[SHQGLWXUHV� IURP� VSHFLDO�
UHYHQXH�IXQGV���$OO�PRQH\�VSHQW�E\�WKH�VWDWH�PXVW�ILUVW�
EH� DSSURSULDWHG� E\� WKH� /HJLVODWXUH�� HLWKHU� IURP� WKH�
6WDWH�*HQHUDO�)XQG�RU�IURP�VSHFLDO�UHYHQXH�IXQGV��

7KH�6WDWH�*HQHUDO�)XQG�UHFHLYHV�WKH�PRVW�DWWHQWLRQ�LQ�
WKH� EXGJHW� EHFDXVH� LW� LV� WKH� ODUJHVW� VRXUFH� RI� WKH�
XQFRPPLWWHG�UHYHQXH�DYDLODEOH�WR�WKH�VWDWH�� �,W� LV�DOVR�
WKH� IXQG� WR� ZKLFK� PRVW� JHQHUDO� WD[� UHFHLSWV� DUH�
FUHGLWHG�� � 7KH� /HJLVODWXUH� PD\� VSHQG� 6WDWH� *HQHUDO�
)XQG�GROODUV�IRU�DQ\�JRYHUQPHQWDO�SXUSRVH���

6SHFLDO� UHYHQXH�IXQGV��E\�FRQWUDVW��DUH�GHGLFDWHG� WR�D�
VSHFLILF� SXUSRVH�� � )RU� LQVWDQFH�� WKH� /HJLVODWXUH� PD\�
QRW� VSHQG� PRQLHV� IURP� WKH� 6WDWH� +LJKZD\� )XQG� WR�
EXLOG�QHZ�SULVRQV��

2WKHU�H[DPSOHV�RI�VSHFLDO�UHYHQXH�IXQGV�DUH�WKH�WKUHH�
VWDWH�EXLOGLQJ�IXQGV��ZKLFK�DUH�XVHG�SUHGRPLQDQWO\�IRU�
FDSLWDO� LPSURYHPHQWV�� IHGHUDO� IXQGV� PDGH� DYDLODEOH�
IRU�VSHFLILF�SXUSRVHV��DQG�DJHQF\�IHH�IXQGV��ZKLFK�FDQ�
JHQHUDOO\� EH� XVHG� RQO\� WR� VXSSRUW� VSHFLILF� IXQFWLRQV�
UHODWHG�WR�WKH�DJHQF\�FROOHFWLQJ�WKH�IHH���7KH�(FRQRPLF�
'HYHORSPHQW� ,QLWLDWLYHV� )XQG�� WKH� &KLOGUHQ¶V�
,QLWLDWLYHV� )XQG�� WKH� .DQVDV� (QGRZPHQW� IRU� <RXWK�
)XQG�� WKH�([SDQGHG�/RWWHU\�$FW�5HYHQXHV�)XQG��DQG�
WKH�6WDWH�:DWHU�3ODQ�)XQG�DUH�DSSURSULDWHG�IXQGV�WKDW�
IXQFWLRQ�WKH�VDPH�DV�WKH�6WDWH�*HQHUDO�)XQG��

5HYHQXH� (VWLPDWHV� 7KH� WRRO� XVHG� E\� ERWK� WKH�
*RYHUQRU� DQG� WKH� /HJLVODWXUH� WR� GHWHUPLQH� 6WDWH�
*HQHUDO� )XQG� UHYHQXH� LV� WKH� ³FRQVHQVXV� UHYHQXH�
HVWLPDWH´� SUHSDUHG� E\� WKH� &RQVHQVXV� 5HYHQXH�
(VWLPDWLQJ�*URXS���
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7KH� FRQVHQVXV� UHYHQXH� HVWLPDWH� LV� LPSRUWDQW� EHFDXVH�
ERWK� WKH� *RYHUQRU� DQG� WKH� /HJLVODWXUH� EDVH� WKHLU�
EXGJHW�GHFLVLRQV�RQ�LW���7KH�HVWLPDWH�LV�FDWHJRUL]HG�E\�
PDMRU� VRXUFH� DQG� FRYHUV� D� WKUHH�\HDU� SHULRG�� � WKH�
FXUUHQW� \HDU�� � WKH� EXGJHW� \HDU�� DQG� WKH� RXW� \HDU�� � ,Q�
DGGLWLRQ� .6$ ������� UHTXLUHV WKDW WKH 'LUHFWRU RI WKH�
%XGJHW� DQG� WKH� 'LUHFWRU� RI� WKH� /HJLVODWLYH� 5HVHDUFK�
'HSDUWPHQW� FHUWLI\� D� MRLQW� HVWLPDWH� RI� 6WDWH� *HQHUDO�
)XQG� UHVRXUFHV� WR� WKH� /HJLVODWXUH�� � 7KH� UHYHQXH�
HVWLPDWLQJ�SURFHVV�LV�WKH�VRXUFH�RI�WKDW�HVWLPDWH��

7KH� &RQVHQVXV� 5HYHQXH� (VWLPDWLQJ� *URXS� LQFOXGHV�
UHSUHVHQWDWLYHV� RI� WKH� 'LYLVLRQ� RI� WKH� %XGJHW�� WKH�
'HSDUWPHQW� RI� 5HYHQXH�� WKH� /HJLVODWLYH� 5HVHDUFK�
'HSDUWPHQW��DQG�RQH�FRQVXOWLQJ�HFRQRPLVW�HDFK� IURP�
WKH�8QLYHUVLW\�RI�.DQVDV��.DQVDV�6WDWH�8QLYHUVLW\��DQG�
:LFKLWD�6WDWH�8QLYHUVLW\���7KH�'LUHFWRU�RI�WKH�%XGJHW�
VHUYHV�DV�XQRIILFLDO�FKDLUSHUVRQ��

7KH�&RQVHQVXV�5HYHQXH�(VWLPDWLQJ�*URXS�PHHWV�HDFK�
VSULQJ� DQG� IDOO�� � %HIRUH� 'HFHPEHU� �� �W\SLFDOO\� LQ�
1RYHPEHU�� RI� HDFK� \HDU�� WKH� JURXS� PDNHV� LWV� LQLWLDO�
HVWLPDWH�IRU�WKH�EXGJHW�\HDU�DQG�UHYLVHV�LWV�HVWLPDWH�IRU�
WKH� FXUUHQW� DQG� RXW� \HDU�� �7KH� UHVXOWV� DUH� UHSRUWHG� WR�
WKH� *RYHUQRU�� /HJLVODWXUH�� DQG� WKH� SXEOLF� LQ� D� MRLQW�
PHPRUDQGXP� IURP� WKH� 'LUHFWRU� RI� /HJLVODWLYH�
5HVHDUFK� DQG� WKH�'LUHFWRU�RI� WKH�%XGJHW�� �7KH�JURXS�
PHHWV�DJDLQ�EHIRUH�$SULO����WR�UHYLHZ�WKH�IDOO�HVWLPDWH�
DQG� DGGLWLRQDO� GDWD�� � 7KH� JURXS� WKHQ� SXEOLVKHV� D�
UHYLVHG� HVWLPDWH� ZKLFK� WKH� /HJLVODWXUH� PD\� XVH� LQ�
DGMXVWLQJ�H[SHQGLWXUHV��LI�QHFHVVDU\��

7KH�FRQVHQVXV�UHYHQXH�HVWLPDWH�LV�WKH�RIILFLDO�UHYHQXH�
SURMHFWLRQ� IRU� WKH� 6WDWH� *HQHUDO� )XQG�� � (VWLPDWHV� RI�
UHYHQXHV�WR�DOO�RWKHU�IXQGV�DUH�SUHSDUHG�E\�LQGLYLGXDO�
VWDWH�DJHQFLHV��UHYLHZHG�E\�WKH�'LYLVLRQ�RI�WKH�%XGJHW��
DQG�LQFOXGHG�DV�SDUW�RI�7KH�*RYHUQRU¶V�%XGJHW�5HSRUW��

%XGJHW�%DODQFLQJ�0HFKDQLVPV� 7KLV� WHUP�UHIHUV� WR�
.6$���������WR���������� �7KH�SXUSRVH�RI�WKH�ODZ�LV�
WR� HQVXUH� DQ� DGHTXDWH� RSHUDWLQJ� EDODQFH� LQ� WKH� 6WDWH�
*HQHUDO�)XQG���7KH�SUDFWLFDO�HIIHFW�RI�WKLV�SURYLVLRQ�LV�
WR�WDUJHW�WKH�HQGLQJ�EDODQFH�LQ�WKH�6WDWH�*HQHUDO�)XQG�
WR� EH� DW� OHDVW� ���� SHUFHQW� RI� DXWKRUL]HG� H[SHQGLWXUHV�
DQG�GHPDQG�WUDQVIHUV�LQ�WKH�EXGJHW�\HDU���7KH�VWDWXWRU\�
SURYLVLRQV� ZHUH� VXVSHQGHG� IRU� WKH� ILUVW� WLPH� IRU� )<�
������DQG�WKH�VXVSHQVLRQ�ZDV�FRQWLQXHG�IRU�WHQ�\HDUV���

7KH� ³VSHQGLQJ� OLG´� VWDWXWH� UHTXLUHV� 7KH� *RYHUQRU¶V�
%XGJHW�5HSRUW� DQG�DFWLRQV�RI� WKH�/HJLVODWXUH� WR�FRP�
SO\�ZLWK� LWV�SURYLVLRQV�� �$Q�³2PQLEXV�5HFRQFLOLDWLRQ�
6SHQGLQJ� /LPLW� %LOO´� PXVW� EH� WKH� ODVW� DSSURSULDWLRQ�

ELOO�SDVVHG�E\�WKH�/HJLVODWXUH���7KH�SXUSRVH�RI�WKH�ELOO�
LV� WR� UHFRQFLOH� 6WDWH� *HQHUDO� )XQG� H[SHQGLWXUHV� DQG�
UHYHQXHV� E\� UHGXFLQJ� H[SHQGLWXUHV�� LI� QHFHVVDU\�� WR�
PHHW�WKH�SURYLVLRQV�RI�WKH�³VSHQGLQJ�OLG�´

7KH�ILQDO�SURYLVLRQ�RI�WKH�³VSHQGLQJ�OLG´�DFW�DOORZV�WKH�
*RYHUQRU� WR� UHGXFH� 6WDWH�*HQHUDO� )XQG� H[SHQGLWXUHV�
LQ�WKH�FXUUHQW�ILVFDO�\HDU��ZKHQ�WKH�/HJLVODWXUH�LV�QRW�LQ�
VHVVLRQ��E\�DQ�DPRXQW�QRW�WR�H[FHHG�WKDW�QHFHVVDU\�WR�
UHWDLQ�DQ�HQGLQJ�EDODQFH�LQ�WKH�6WDWH�*HQHUDO�)XQG�RI�
������� PLOOLRQ�� � 7KH� *RYHUQRU� PXVW� PDNH� WKH�
UHGXFWLRQV� ³DFURVV� WKH� ERDUG´� E\� UHGXFLQJ� HDFK� OLQH�
LWHP�RI� H[SHQGLWXUH�E\�D� IL[HG�SHUFHQWDJH�� �7KH�RQO\�
H[FHSWLRQV� DUH� GHEW� VHUYLFH� REOLJDWLRQV�� VWDWH�
UHWLUHPHQW� FRQWULEXWLRQV� IRU� VFKRRO� HPSOR\HHV�� DQG�
WUDQVIHUV� WR� WKH�6FKRRO�'LVWULFW�&DSLWDO� ,PSURYHPHQWV�
)XQG�� �7KH�UHGXFWLRQV�PXVW�EH�DSSURYHG�E\� WKH�6WDWH�
)LQDQFH�&RXQFLO��

,Q�DGGLWLRQ�WR�WKH�³VSHQGLQJ�OLG´�DFW��WKH�*RYHUQRU�KDV�
WKH� DXWKRULW\� XQGHU� D� VWDWXWRU\� DOORWPHQW� V\VWHP� WR�
OLPLW� H[SHQGLWXUHV� RI� WKH� 6WDWH� *HQHUDO� )XQG� DQG�
VSHFLDO� UHYHQXH� IXQGV� ZKHQ� LW� DSSHDUV� WKDW� DYDLODEOH�
PRQLHV� DUH� QRW� VXIILFLHQW� WR� VDWLVI\� H[SHQGLWXUH�
REOLJDWLRQV�� �7KLV�DXWKRULW\�DSSOLHV� WR�DJHQFLHV�RI� WKH�
([HFXWLYH� %UDQFK� EXW� QRW� WKH� /HJLVODWXUH� RU� WKH�
-XGLFLDU\�� �$OORWPHQWV�FDQ�EH�PDGH�RQ�D�FDVH�E\�FDVH�
EDVLV�DQG�GR�QRW�KDYH�WR�EH�DFURVV�WKH�ERDUG���$JHQFLHV�
KDYH�WKH�ULJKW�WR�DSSHDO�DQ\�DOORWPHQW�DPRXQW�DQG�WKH�
*RYHUQRU�PDNHV�WKH�ILQDO�GHWHUPLQDWLRQ����

&ODVVLILFDWLRQ� RI� 6WDWH� 6SHQGLQJ� 7KH� 6WDWH� RI�
.DQVDV� FODVVLILHV� VWDWH� VSHQGLQJ� E\� IXQFWLRQ� RI�
JRYHUQPHQW�DQG�E\�FDWHJRU\�RI�H[SHQGLWXUH���)XQFWLRQ�
RI�JRYHUQPHQW� LV�D�JURXSLQJ�RI�DJHQFLHV�ZKLFK�PDNH�
H[SHQGLWXUHV� IRU� VLPLODU� SURJUDPV� DQG� SXUSRVHV���
7KHUH� DUH� VL[� IXQFWLRQV� RI� JRYHUQPHQW�� JHQHUDO�
JRYHUQPHQW��KXPDQ�VHUYLFHV��HGXFDWLRQ��SXEOLF�VDIHW\��
DJULFXOWXUH�DQG�QDWXUDO�UHVRXUFHV��DQG�WUDQVSRUWDWLRQ��

&DWHJRU\� RI� H[SHQGLWXUH� FODVVLILHV� H[SHQGLWXUHV�
DFFRUGLQJ� WR� EXGJHWLQJ� DQG� DFFRXQWLQJ� REMHFWV� RI�
H[SHQGLWXUH� �VWDWH� RSHUDWLRQV�� DLG� WR� ORFDO�
JRYHUQPHQWV�� RWKHU� DVVLVWDQFH�� JUDQWV�� DQG� EHQHILWV��
DQG�FDSLWDO�LPSURYHPHQWV���

(DFK�RI�WKH�VL[�IXQFWLRQV�RI�JRYHUQPHQW�LV�GLVFXVVHG�LQ�
D� VHFWLRQ� RI� WKLV� YROXPH�� � 7KH� IROORZLQJ� LV� D� EULHI�
GHVFULSWLRQ�RI�HDFK�IXQFWLRQ��

*HQHUDO�*RYHUQPHQW�LQFOXGHV�VWDWH�DJHQFLHV�ZLWK�ERWK�
DGPLQLVWUDWLYH� DQG� UHJXODWRU\� IXQFWLRQV�� � 7KHVH�
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DJHQFLHV� LQFOXGH� HOHFWHG� RIILFLDOV� �WKH� *RYHUQRU��
6HFUHWDU\� RI� 6WDWH�� HWF��� DQG� WKH� 'HSDUWPHQW� RI�
$GPLQLVWUDWLRQ�� � 7KH� %RDUG� RI� 1XUVLQJ�� WKH� .DQVDV�
&RUSRUDWLRQ� &RPPLVVLRQ�� WKH� 5DFLQJ� DQG� *DPLQJ�
&RPPLVVLRQ�� DQG� WKH� 'HSDUWPHQW� RI� 5HYHQXH� DUH�
H[DPSOHV� RI� DJHQFLHV� WKDW� SHUIRUP� D� UHJXODWRU\�
IXQFWLRQ�� �2WKHU�JHQHUDO�JRYHUQPHQW�DJHQFLHV� LQFOXGH�
WKH�/HJLVODWXUH�DQG�WKH�-XGLFLDU\����

$JHQFLHV�LQ�WKH�+XPDQ�6HUYLFHV�IXQFWLRQ�SURYLGH�VHU�
YLFHV� WR� LQGLYLGXDOV�� �6XFK� VHUYLFHV� LQFOXGH� WKH�QXWUL�
WLRQ� SURJUDPV� DQG� FDUH� RI� WKH� GHYHORSPHQWDOO\�
GLVDEOHG� LQ� WKH� 'HSDUWPHQW� IRU� $JLQJ� DQG� 'LVDELOLW\�
6HUYLFHV�� DV� ZHOO� DV� ILQDQFLDO� DVVLVWDQFH� DQG� VRFLDO�
VHUYLFHV�E\�WKH�'HSDUWPHQW�IRU�&KLOGUHQ�DQG�)DPLOLHV��
KHDOWK�FDUH�SURJUDPV�DGPLQLVWHUHG�E\�WKH�'LYLVLRQV�RI�
+HDOWK�DQG�+HDOWK�&DUH�)LQDQFH�ZLWKLQ�WKH�'HSDUWPHQW�
RI� +HDOWK� DQG� (QYLURQPHQW�� VHUYLFHV� WR� YHWHUDQV�
SURYLGHG� E\� WKH� .DQVDV� &RPPLVVLRQ� RQ� 9HWHUDQV�
$IIDLUV��DQG�XQHPSOR\PHQW�EHQHILWV�SURYLGHG�WKURXJK�
WKH�'HSDUWPHQW�RI�/DERU����

7KH� (GXFDWLRQ� IXQFWLRQ� DJHQFLHV� SURYLGH� YDULRXV�
HGXFDWLRQDO� VHUYLFHV� WR� .DQVDQV�� � 7KH� ODUJHVW� VLQJOH�
LWHP� RI� H[SHQGLWXUH� IRU� WKH� VWDWH� LV� WKH� ILQDQFLDO� DLG�
SURYLGHG� WR� WKH� ORFDO� VFKRRO� GLVWULFWV� WKURXJK� WKH�
'HSDUWPHQW�RI�(GXFDWLRQ�� �:KLOH�5HJHQWV� LQVWLWXWLRQV�
DQG� WKH� %RDUG� RI� (GXFDWLRQ� SURYLGH� GLUHFW� HGXFDWLRQ�
VHUYLFHV��VHUYLFHV�E\�DJHQFLHV�VXFK�DV�WKH�6WDWH�/LEUDU\�
DUH�LQGLUHFW�LQ�QDWXUH����

3XEOLF� 6DIHW\� DJHQFLHV� HQVXUH� WKH� VDIHW\� DQG� VHFXULW\�
RI�.DQVDV�FLWL]HQV�� �$JHQFLHV� LQ� WKLV� IXQFWLRQ� LQFOXGH�
WKH� 'HSDUWPHQW� RI� &RUUHFWLRQV� DQG� ODZ� HQIRUFHPHQW�
DJHQFLHV�� � $OVR� LQFOXGHG� DUH� WKH� .DQVDV� +LJKZD\�
3DWURO��DQG�WKH�.DQVDV�%XUHDX�RI�,QYHVWLJDWLRQ����

$JULFXOWXUH� DQG� 1DWXUDO� 5HVRXUFHV� DJHQFLHV� SURWHFW�
WKH� QDWXUDO� DQG� SK\VLFDO� UHVRXUFHV� RI� WKH� VWDWH� DQG�
UHJXODWH�WKH�XVH�RI�WKRVH�UHVRXUFHV���$JHQFLHV�LQFOXGHG�
LQ�WKLV�IXQFWLRQ�DUH�WKH�'HSDUWPHQW�RI�$JULFXOWXUH��WKH�
'LYLVLRQ�RI�(QYLURQPHQW�RI�WKH�'HSDUWPHQW�RI�+HDOWK�
DQG�(QYLURQPHQW��WKH�6WDWH�)DLU��WKH�:DWHU�2IILFH��DQG�
WKH�'HSDUWPHQW�RI�:LOGOLIH��3DUNV�DQG�7RXULVP���

7UDQVSRUWDWLRQ� LQFOXGHV� RQO\� WKH� 'HSDUWPHQW� RI�
7UDQVSRUWDWLRQ�DQG�ERQG�SD\PHQWV� LQ� WKH�'HSDUWPHQW�
RI� $GPLQLVWUDWLRQ�� � 5HVSRQVLELOLWLHV� RI� WKLV� DJHQF\�
LQFOXGH�PDLQWHQDQFH� DQG� FRQVWUXFWLRQ� RI� KLJKZD\V� LQ�
.DQVDV����

&DWHJRULHV� RI� H[SHQGLWXUH� DUH� EDVHG� RQ� DFFRXQWLQJ�
REMHFWV�RI�H[SHQGLWXUH���7KH�IRXU�JHQHUDO�FDWHJRULHV�DUH�
VWDWH� RSHUDWLRQV�� DLG� WR� ORFDO� JRYHUQPHQWV�� RWKHU�
DVVLVWDQFH�� JUDQWV�� DQG� EHQHILWV�� DV� ZHOO� DV� FDSLWDO�
LPSURYHPHQWV�� � 7KH� ILUVW� WKUHH� FDWHJRULHV� FRQVWLWXWH�
ZKDW�DUH�FDOOHG�RSHUDWLQJ�H[SHQGLWXUHV���)ROORZLQJ�LV�D�
EULHI�JXLGH�WR�WKH�JHQHUDO�FDWHJRULHV�RI�H[SHQGLWXUH���

6WDWH� 2SHUDWLRQV� LQFOXGHV� H[SHQGLWXUHV� LQFXUUHG�
FRQGXFWLQJ� WKH� GD\�WR�GD\� EXVLQHVV� RI� VWDWH� JRYHUQ�
PHQW�� � 7KH� ODUJHVW� FDWHJRU\� RI� WKHVH� FRVWV� LV� WKH�
VDODULHV�DQG�ZDJHV�SDLG�WR�VWDWH�HPSOR\HHV����

$LG�WR�/RFDO�*RYHUQPHQWV�FRQVLVWV�RI�SD\PHQWV�PDGH�
WR� JRYHUQPHQWV� ZKLFK� SURYLGH� VHUYLFHV� DW� WKH� ORFDO�
OHYHO�DQG�LQ�PRVW�FDVHV�KDYH�WD[LQJ�DXWKRULW\�

2WKHU� $VVLVWDQFH�� *UDQWV�� DQG� %HQHILWV� FRQVWLWXWHV�
SD\PHQWV� WR� LQGLYLGXDOV� DQG� DJHQFLHV� WKDW� DUH� QRW�
JRYHUQPHQWV�� � 0HGLFDLG� SD\PHQWV�� ILQDQFLDO� DLG� IRU�
SRVWVHFRQGDU\� HGXFDWLRQ�� QXWULWLRQ� DVVLVWDQFH� IRU�
PRWKHUV�DQG�WKHLU�EDELHV��DQG�WHPSRUDU\�DVVLVWDQFH�IRU�
QHHG\�IDPLOLHV�DUH�H[DPSOHV����

&DSLWDO� ,PSURYHPHQWV� LQFOXGH� KLJKZD\� FRQVWUXFWLRQ�
FRVWV� DV�ZHOO� DV� WKH� FRVW� RI� UHKDELOLWDWLRQ� DQG� UHSDLU��
UD]LQJ�� UHPRGHOLQJ�� DQG� FRQVWUXFWLRQ� RI� VWDWH�RZQHG�
EXLOGLQJV�DQG�RWKHU�IDFLOLWLHV�� �6RPH�RI� WKHVH�SURMHFWV�
DUH�ILQDQFHG�E\�ERQG�LVVXHV�� �7KH�FRVW�RI�WKDW�SRUWLRQ�
RI� WKH� GHEW� VHUYLFH� SD\PHQW� RQ� ERQGV� WKDW� UHSUHVHQWV�
WKH�SULQFLSDO�LV�DOVR�LQFOXGHG�LQ�WKLV�FDWHJRU\�� �%\�IDU�
WKH�ODUJHVW�SRUWLRQ�RI�WKH�H[SHQGLWXUHV�LQ�WKLV�FDWHJRU\�
LV�KLJKZD\�FRQVWUXFWLRQ�FRVWV�
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6WDWH�(PSOR\HHV� $�PDMRU�SDUW�RI�WKH�VWDWH�RSHUDWLRQV�
FDWHJRU\�RI�H[SHQGLWXUHV�LV�VDODU\�DQG�ZDJH�SD\PHQWV�
WR�HPSOR\HHV�LQ�WKH�6WDWH�&LYLO�6HUYLFH��

7KH�6WDWH�&LYLO�6HUYLFH��E\�.6$����������LQFOXGHV�WKH�
FODVVLILHG� DQG� WKH� XQFODVVLILHG� VHUYLFH�� � (PSOR\HHV�
KLUHG�WR�ILOO�SRVLWLRQV�LQ�WKH�FODVVLILHG�VHUYLFH�PXVW�EH�
KLUHG� RQ� WKH� EDVLV� RI� PHULW� DV� GHWHUPLQHG� E\�
VWDQGDUGL]HG� UHTXLUHPHQWV� IRU� NQRZOHGJH�� VNLOOV�� DQG�
DELOLWLHV�� � 7KHVH� HPSOR\HHV� DUH� DOVR� SURPRWHG� DQG�
GLVFKDUJHG� DFFRUGLQJ� WR� UXOHV� DQG� UHJXODWLRQV�
HVWDEOLVKHG� IRU� DGPLQLVWUDWLRQ� XQGHU� WKH�.DQVDV�&LYLO�
6HUYLFH�$FW��

7KH�FODVVLILHG�SHUVRQQHO�VHUYLFH�LQFOXGHV�UHJXODU�IXOO�
WLPH� DQG� SDUW�WLPH� SRVLWLRQV�� � 7KH� FODVVLILHG� VHUYLFH�
DOVR� LQFOXGHV� WKH� IROORZLQJ� VSHFLDO� W\SHV� RI�
DSSRLQWPHQWV��

/LPLWHG� 7HUP� DSSRLQWPHQWV� DUH�PDGH� LQ� FDVHV�ZKHUH�
WKH� SRVLWLRQ� ZLOO� EH� HOLPLQDWHG� DW� WKH� HQG� RI� D�
SUHGHWHUPLQHG�OHQJWK�RI�WLPH�DV�VWLSXODWHG�LQ�D�IHGHUDO�
JUDQW� RU� E\� D� FRQWUDFWXDO� DJUHHPHQW�� � ([FHSW� IRU� WKLV�
WLPH�IDFWRU��ZKLFK�PHDQV�DQ�HPSOR\HH�LQ�RQH�RI�WKHVH�
SRVLWLRQV KDV QR OD\RII� ULJKWV�� OLPLWHG� WHUP� DSSRLQW�
PHQWV�DUH�JHQHUDOO\�WKH�VDPH�DV�FODVVLILHG�SRVLWLRQV��
7HPSRUDU\� SRVLWLRQV� PD\� EH� HLWKHU� FODVVLILHG� RU�
XQFODVVLILHG�� �7KRVH�SRVLWLRQV�LQ�WKH�FODVVLILHG�VHUYLFH�
UHTXLUH� WKH� HPSOR\HH� ILOOLQJ� WKH� SRVLWLRQ� WR� ZRUN� QR�
PRUH� WKDQ� ���� KRXUV� LQ� D� ���PRQWK� SHULRG�� � 7KH�
XQFODVVLILHG� WHPSRUDU\� FDWHJRU\� LQ� WKH� 6+$53�
SHUVRQQHO� DQG� SD\UROO� V\VWHP�FRQVLVWV� RI� WZR�JURXSV���
WKRVH� WKDW� WUXO\� DUH� WHPSRUDU\� DQG� QRQ�)7(�

XQFODVVLILHG� SHUPDQHQW� SRVLWLRQV�� � 3RVLWLRQV� LQ� WKH�
VHFRQG� JURXS� DUH� FRXQWHG� DV� SDUW� RI� WKH� VWDWH�
ZRUNIRUFH� EHFDXVH� WKH\� SDUWLFLSDWH� LQ� WKH� VWDWH�
UHWLUHPHQW�V\VWHP��

7KH�UHJXODU�XQFODVVLILHG�VHUYLFH�LQFOXGHV�IXOO�WLPH�DQG�
SDUW�WLPH�SRVLWLRQV�VSHFLILFDOO\�GHVLJQDWHG�DV�EHLQJ� LQ�
WKH�XQFODVVLILHG�VHUYLFH���7\SLFDOO\�WKHVH�SRVLWLRQV�DUH�
GHILQHG� E\� FHUWDLQ� DJHQFLHV�� RU� W\SHV� RI� DJHQFLHV�� IRU�
SDUWLFXODU� SXUSRVHV�� � ([DPSOHV� DUH� DOO� HPSOR\HHV� RI�
WKH�/HJLVODWXUH��WHDFKLQJ��UHVHDUFK��VWXGHQW��DQG�KHDOWK�
FDUH� HPSOR\HHV� RI� WKH� 5HJHQWV� LQVWLWXWLRQV�� DQG� DOO�
HPSOR\HHV� RI� WKH� FRXUWV�� � 8QFODVVLILHG� SRVLWLRQV� DUH�
JRYHUQHG� E\� UXOHV� DQG� UHJXODWLRQV� RI� WKH� DSSRLQWLQJ�
DJHQFLHV�DQG�DUH�QRW�VXEMHFW�WR�&LYLO�6HUYLFH�$FW�UXOHV�
DQG�UHJXODWLRQV���

&KLOGUHQ¶V�%XGJHW� .6$���������D�����UHTXLUHV�WKDW�
WKH� *RYHUQRU� LQFOXGH� LQ� 7KH� *RYHUQRU¶V� %XGJHW�
5HSRUW� D� OLVWLQJ� RI� DOO� VWDWH� DJHQF\� SURJUDPV� WKDW�
³SURYLGH�VHUYLFHV�IRU�FKLOGUHQ�DQG�WKHLU�IDPLOLHV�´��7KH�
LQIRUPDWLRQ� LV� VXPPDUL]HG� LQ� WKH� &KLOGUHQ¶V� %XGJHW��
ZKLFK� LQFOXGHV� HVWLPDWHG� H[SHQGLWXUHV� IURP� DOO�
IXQGLQJ�VRXUFHV�DQG� IURP� WKH�6WDWH�*HQHUDO�)XQG��E\�
DJHQF\� DQG� E\� SURMHFW�� WKH� QXPEHU� RI� FKLOGUHQ� RU�
IDPLOLHV� VHUYHG� LQ� HDFK� SURJUDP�� DQG� D� EULHI�
GHVFULSWLRQ�RI�HDFK�RI�WKH�DJHQF\�SURJUDPV��

%XGJHW�3URFHVV� 3URGXFLQJ�D�EXGJHW� LV�D�FRQWLQXRXV�
SURFHVV��KRZHYHU��LW�GRHV�KDYH�FHUWDLQ�GLVFUHWH�SKDVHV���
,Q�WKH�([HFXWLYH�%UDQFK��WKH�EXGJHW�SURFHVV�EHJLQV�DV�
VRRQ�DV�WKH�OHJLVODWLYH�VHVVLRQ�HQGV���$W�WKDW�WLPH��WKH�
EXGJHW� VWDII� SUHSDUHV� 7KH� &RPSDULVRQ� 5HSRUW�� � 7KLV�
UHSRUW� FRPSDUHV� WKH� EXGJHW� UHFRPPHQGHG� E\� WKH�
*RYHUQRU�IRU�WKH�FXUUHQW�DQG�EXGJHW�ILVFDO�\HDUV�WR�WKH�
EXGJHW�DSSURYHG�E\�WKH�/HJLVODWXUH��

,Q� -XQH�� EXGJHW� LQVWUXFWLRQV� DUH� GLVWULEXWHG� E\� WKH�
'LYLVLRQ� RI� WKH� %XGJHW� WR� VWDWH� DJHQFLHV�� � 7KHVH�
LQVWUXFWLRQV� LQFOXGH� DOORFDWLRQV� WKDW� HDFK� ([HFXWLYH�
%UDQFK� DJHQF\� XVHV� LQ� EXGJHW� SUHSDUDWLRQ� DQG�
LQVWUXFWLRQV� IRU� SUHSDULQJ� D� FDSLWDO� EXGJHW� IRU� WKH�
EXGJHW� \HDU� EDVHG� RQ� WKH� DSSURYHG� EXGJHW� IRU� WKH�
FXUUHQW� ILVFDO� \HDU�� DV� DGMXVWHG� IRU� RQH�WLPH�
H[SHQGLWXUHV�� FDVHORDGV�� DQG� WKH� DQQXDOL]DWLRQ� RI�
SDUWLDO�\HDU� IXQGLQJ�� � (QKDQFHPHQW� SDFNDJHV� DQG�
UHGXFHG� UHVRXUFH� SDFNDJHV� DUH� DOVR� D� SDUW� RI� EXGJHW�
SUHSDUDWLRQ��

2Q� -XO\� ��� DJHQFLHV� XVH� WKH� EXGJHW� LQVWUXFWLRQV� WR�
VXEPLW�D�FDSLWDO�EXGJHW���7KH�FDSLWDO�EXGJHW�FRQWDLQV�D�
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ILYH�\HDU�SODQ��ZKLFK�LQFOXGHV�WKH�FDSLWDO�LPSURYHPHQW�
UHTXHVWV�IRU�WKH�FXUUHQW�\HDU��WKH�EXGJHW�\HDU��DQG�IRXU�
RXW�\HDUV�IROORZLQJ�WKH�EXGJHW�\HDU����

&RQFXUUHQW�ZLWK� SUHSDUDWLRQ� RI� ILQDQFLDO� VHJPHQWV� RI�
WKH� DJHQF\� EXGJHW� LV� FRPSOHWLRQ� RI� DJHQF\� VWUDWHJLF�
SODQV�WKDW�DUH�VXEPLWWHG�ZLWK�WKH�EXGJHW�LQ�6HSWHPEHU���
$JHQF\� VWUDWHJLF� SODQV� HVWDEOLVK� D� FOHDU� GHILQLWLRQ� RI�
PLVVLRQ�DQG�D�GLUHFWLRQ�IRU�WKH�IXWXUH��GHYHORS�DJHQF\�
ZLGH� ZRUN� SODQV� DQG� DJHQF\�VSHFLILF� REMHFWLYHV� DV�
ZHOO�DV�VWUDWHJLHV�IRU�IXOILOOLQJ�WKH�DJHQF\�PLVVLRQ��DQG�
DOORFDWH� UHVRXUFHV� DFFRUGLQJ� WR� SULRULW\� DQG� HQVXUH�
DFFRXQWDELOLW\�IRU�WKH�XVH�RI�WKRVH�UHVRXUFHV�� �$V�SDUW�
RI�WKH�VWUDWHJLF�SODQQLQJ�SURFHVV��DJHQFLHV�LGHQWLI\�DQ�
DJHQF\� PLVVLRQ�� DJHQF\� SKLORVRSK\�� JRDOV� DQG�
REMHFWLYHV�� DQG� SHUIRUPDQFH� PHDVXUHV� WR� WUDFN�
SURJUHVV�WRZDUG�WKH�SODQ��

$JHQFLHV� DUH� UHTXHVWHG� WR� SUHSDUH� WZR� FRPSOHWH�
RSHUDWLQJ� EXGJHW� UHTXHVWV� IRU� VXEPLVVLRQ� RQ�
6HSWHPEHU� ���� � 7KLV� ZRXOG� LQFOXGH� WKH� EXGJHW� \HDU�
DQG� WKH� RXW� \HDU� UHTXHVWV�� � )RU� ([HFXWLYH� %UDQFK�
DJHQFLHV�� WKH� VXEPLVVLRQ� LV� EDVHG� RQ� DOORFDWLRQV�
SUHSDUHG�E\�WKH�'LYLVLRQ�RI�WKH�%XGJHW�LQ�-XQH���(DFK�
([HFXWLYH� %UDQFK� EXGJHW� VXEPLVVLRQ� DOVR� LQFOXGHV�
UHGXFHG�UHVRXUFH�SDFNDJHV�WKDW�GHWDLO�KRZ�WKH�VHUYLFHV�
SURYLGHG� E\� WKH� DJHQF\� ZRXOG� EH� DIIHFWHG� XQGHU� D�
UHGXFHG�UHVRXUFH�VFHQDULR���7KH�'LYLVLRQ�RI�WKH�%XGJHW�
LGHQWLILHV� WKH� DPRXQW� IRU� WKHVH� DJHQFLHV� WR� XVH� LQ�
SUHSDULQJ� WKHLU� UHGXFWLRQ� SDFNDJHV�� � $JHQFLHV� PD\�
DOVR�VXEPLW�UHTXHVWV�IRU�LQFUHPHQWDO�DGGLWLRQV�WR�WKHLU�
EDVH� EXGJHWV� LQ� WKH� IRUP� RI� HQKDQFHPHQW� SDFNDJHV�
WKDW� UHSUHVHQW� QHZ� SURJUDPV� RU� WKH� H[SDQVLRQ� RI�
H[LVWLQJ� RQHV�� � $OO� RI� WKH� EXGJHW� FRPSRQHQWV� DUH�
LQWHQGHG�WR�UHIOHFW�SURJUDP�SULRULWLHV��

$FFRUGLQJ� WR� ODZ�� WKH� *RYHUQRU� PXVW� VXEPLW� WKH�
-XGLFLDO� %UDQFK� EXGJHW� DV� UHTXHVWHG�� ZLWKRXW� DQ\�
DGMXVWPHQWV�� � 7KHUHIRUH�� WKH�*RYHUQRU� LQFOXGHV� WKHVH�
EXGJHWV� DV� UHTXHVWHG� WR� SUHVHQW� D� FRPSOHWH� VWDWH�
EXGJHW�WKDW�DFFRXQWV�IRU�DOO�GHPDQGV�IRU�VWDWH�IXQGV����

7KH� LQGLYLGXDO� EXGJHWV� VXEPLWWHG� E\� VWDWH� DJHQFLHV�
VKRZ� SURJUDP� H[SHQGLWXUHV�ZLWK� DSSURSULDWH� IXQGLQJ�
VRXUFHV� IRU� HDFK� SURJUDP� ZLWKLQ� WKH� DJHQF\�� � 7KHVH�
GDWD� DUH� VKRZQ� IRU� WKH� DFWXDO� ILVFDO� \HDU�� WKH� FXUUHQW�
\HDU�� � WKH� EXGJHW� \HDU�� DQG� WKH� RXW� \HDU�� � %XGJHW�
VXEPLVVLRQV�DOVR�GRFXPHQW�SHUIRUPDQFH�WKDW�UHODWHV�WR�
WKH� RXWSXWV� DQG� RXWFRPHV� LGHQWLILHG� LQ� WKH� DJHQF\¶V�
VWUDWHJLF�SODQ�� �(YDOXDWLRQ�RI�SHUIRUPDQFH�SURYLGHV� D�
PHDQV�IRU�ZHLJKLQJ�EXGJHW�DOWHUQDWLYHV��

%HJLQQLQJ� 6HSWHPEHU� ���� DQDO\VWV� LQ� WKH� 'LYLVLRQ� RI�
WKH�%XGJHW�UHYLHZ�DJHQF\�EXGJHW�UHTXHVWV�� �%DVHG�RQ�
WKRVH� DQDO\VHV�� WKH� 'LYLVLRQ� RI� WKH� %XGJHW�
UHFRPPHQGDWLRQV�DUH�SURYLGHG�WR�HDFK�VWDWH�DJHQF\�E\�
1RYHPEHU� ���� � 7KH� DJHQFLHV� WKHQ� KDYH� WHQ� GD\V� WR�
GHWHUPLQH� ZKHWKHU� WR� DSSHDO� WKRVH� UHFRPPHQGDWLRQV�
WR� WKH�6HFUHWDU\� RI�$GPLQLVWUDWLRQ�� �0DQ\� DSSHDO� WKH�
UHFRPPHQGDWLRQV� LQ� ZULWLQJ�� VRPH� DOVR� UHTXHVW� DQ�
DSSRLQWPHQW�WR�SUHVHQW�DQ�RUDO�DSSHDO���

2QFH� WKH� DSSHDO� SURFHVV� KDV� EHHQ� FRPSOHWHG�� WKH�
'LYLVLRQ�RI�WKH�%XGJHW�VWDII�SUHSDUHV�LWV�SUHVHQWDWLRQV�
IRU� WKH� *RYHUQRU�� � $Q� DQDO\VLV� RI� WKH� GLIIHUHQFH�
EHWZHHQ�WKH�'LYLVLRQ�RI�WKH�%XGJHW�UHFRPPHQGDWLRQV�
DQG� WKH�DJHQF\¶V� UHTXHVW�� LQFOXGLQJ� WKH�HIIHFW�RQ�SHU�
IRUPDQFH�� LV�SUHVHQWHG�WR�WKH�*RYHUQRU�� �7KH�DQDO\VLV�
LQFOXGHV� WKH�DJHQF\¶V� UHTXHVW�DQG� WKH�EDVLV� IRU� LW�� WKH�
'LYLVLRQ�RI�WKH�%XGJHW�UHFRPPHQGDWLRQ�DQG�WKH�EDVLV�
IRU�LW��DQG�WKH�DJHQF\¶V�DSSHDO�� LI�DQ\�� �7KH�*RYHUQRU�
XVHV� WKLV� LQIRUPDWLRQ� WR� PDNH� EXGJHW� GHWHUPLQDWLRQV�
IRU�DOO�([HFXWLYH�%UDQFK�DJHQFLHV���7KH�'LYLVLRQ�RI�WKH�
%XGJHW� WKHQ� DJJUHJDWHV� ILQDO� UHFRPPHQGDWLRQV� DQG�
SUHSDUHV�7KH�*RYHUQRU¶V�%XGJHW�5HSRUW���

'XULQJ� WKLV� VDPH� SHULRG�� EHWZHHQ� 6HSWHPEHU� ��� DQG�
FRPPHQFHPHQW� RI� WKH� OHJLVODWLYH� VHVVLRQ� LQ� -DQXDU\��
WKH� /HJLVODWLYH� 5HVHDUFK� 'HSDUWPHQW¶V� ILVFDO� VWDII� LV�
DOVR� DQDO\]LQJ� DJHQF\� EXGJHWV�� � )ROORZLQJ� UHFHLSW� RI�
WKH� *RYHUQRU¶V� UHFRPPHQGDWLRQV�� OHJLVODWLYH� ILVFDO�
DQDO\VWV� XSGDWH� WKHLU� DQDO\VLV� IRU� HDFK� DJHQF\� WR�
UHIOHFW� WKH� UHFRPPHQGDWLRQV� RI� WKH�*RYHUQRU�� �7KHVH�
XSGDWHG�EXGJHW�DQDO\VHV�DUH�SULQWHG�LQ�WKH�/HJLVODWLYH�
5HVHDUFK�'HSDUWPHQW¶V�DQQXDO�DQDO\VLV�DQG�FRSLHV�DUH�
GLVWULEXWHG�WR�HDFK�OHJLVODWRU��

&RQVLGHUDWLRQ� E\� /HJLVODWXUH� 7KH� *RYHUQRU¶V�
EXGJHW�UHFRPPHQGDWLRQV�DUH�GUDIWHG�LQWR�DSSURSULDWLRQ�
ODQJXDJH� E\� WKH� 2IILFH� RI� WKH� 5HYLVRU� RI� 6WDWXWHV���
$SSURSULDWLRQV� DUH� XVXDOO\� GLYLGHG� LQWR� WKUHH� SDUWV���
VXSSOHPHQWDO� DSSURSULDWLRQV�� FDSLWDO� LPSURYHPHQW�
DSSURSULDWLRQV�� DV� ZHOO� DV� EXGJHW� \HDU� DQG� RXW� \HDU�
H[SHQGLWXUH� DXWKRULW\� IRU� DOO� DJHQFLHV�� � 7KH�
DSSURSULDWLRQV� DUH� VLPXOWDQHRXVO\� FRQVLGHUHG� E\� WKH�
:D\V� DQG� 0HDQV� &RPPLWWHH� RI� WKH� 6HQDWH� DQG� WKH�
$SSURSULDWLRQV�&RPPLWWHH�RI�WKH�+RXVH��

7KH�&KDLUSHUVRQ� RI� WKH�:D\V� DQG�0HDQV�&RPPLWWHH�
DSSRLQWV� 6HQDWH� 6XEFRPPLWWHHV� DQG� WKH� 6SHDNHU�
DSSRLQWV� +RXVH� %XGJHW� &RPPLWWHHV� WR� FRQVLGHU�
DSSURSULDWLRQV�IRU�YDULRXV�DJHQFLHV���7KH\�YDU\�LQ�VL]H��
XVXDOO\�EHWZHHQ�WZR�DQG�QLQH�OHJLVODWRUV�DUH�QDPHG�WR�
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D�VXEFRPPLWWHH�RU�EXGJHW�FRPPLWWHH���$IWHU�UHYLHZLQJ�
WKH� EXGJHW� UHTXHVWV�� WKH� VXEFRPPLWWHH� RU� EXGJHW�
FRPPLWWHH� GUDIWV� D� UHSRUW� ZLWK� DVVLVWDQFH� IURP� VWDII�
ZKLFK� GHWDLOV� DOO� EXGJHWDU\� DGMXVWPHQWV� WR� WKH�
*RYHUQRU¶V� UHFRPPHQGDWLRQV�� � 7KH� +RXVH� %XGJHW�
&RPPLWWHHV� PDNH� UHFRPPHQGDWLRQV� WR� WKH� +RXVH�
$SSURSULDWLRQV� &RPPLWWHH�� DQG� WKH� 6HQDWH�
6XEFRPPLWWHHV�PDNH� UHFRPPHQGDWLRQV� WR� WKH� 6HQDWH�
:D\V�DQG�0HDQV�&RPPLWWHH�� �7KH�EXGJHW�FRPPLWWHH�
RU�VXEFRPPLWWHH�UHSRUWV�PD\�FRQWDLQ�DGPLQLVWUDWLYH�RU�
SURJUDPPDWLF�UHFRPPHQGDWLRQV��

$IWHU� WKH� VXEFRPPLWWHH� RU� EXGJHW� FRPPLWWHH� UHSRUWV�
DUH�SUHVHQWHG�WR�WKH�IXOO�FRPPLWWHHV�IRU�FRQVLGHUDWLRQ��
IXUWKHU�DGMXVWPHQWV�PD\�EH�PDGH�RU�WKH�IXOO�FRPPLWWHH��
PD\� DGRSW� DQ� HQWLUH� UHSRUW� DV� VXEPLWWHG�� � 7KH�
DSSURSULDWLRQV�ODQJXDJH�LV�UHSULQWHG�LQ�RUGHU�WR�UHIOHFW�
WKH� UHFRPPHQGDWLRQV� RI� WKH� IXOO� FRPPLWWHH�� � 7KH�
DSSURSULDWLRQV� DUH� WKHQ� SUHVHQWHG� WR� HLWKHU� WKH�+RXVH�
RU�6HQDWH��ZKLFK�PD\�DPHQG�RU�UHMHFW�WKHP���

&RQIHUHQFH�&RPPLWWHH�$FWLRQ� 8SRQ�FRPSOHWLRQ�RI�
FRQVLGHUDWLRQ�RI�WKH�DSSURSULDWLRQV�E\�ERWK�FKDPEHUV��
WKH�ELOOV�W\SLFDOO\�JR�WR�D�FRQIHUHQFH�FRPPLWWHH�VR�WKDW�
GLIIHUHQFHV� EHWZHHQ� WKH� +RXVH� DQG� 6HQDWH� YHUVLRQV�
FDQ�EH�UHFRQFLOHG���(DFK�FKDPEHU�WKHQ�YRWHV�WR�DFFHSW�
RU� UHMHFW� WKLV� DSSURSULDWLRQ� ELOO�� � ,I� HLWKHU� FKDPEHU�
UHMHFWV� WKH� FRQIHUHQFH� FRPPLWWHH� UHSRUW� RQ� WKH�
DSSURSULDWLRQ� ELOO�� LW� LV� UHWXUQHG� WR� WKH� FRQIHUHQFH�
FRPPLWWHH� IRU� IXUWKHU� UHYLHZ� DQG� IRU� SRVVLEOH�
PRGLILFDWLRQ��

2PQLEXV�$SSURSULDWLRQ�%LOO� 7UDGLWLRQDOO\��WKLV�KDV�
EHHQ� WKH� ODVW� DSSURSULDWLRQ� ELOO� RI� WKH� VHVVLRQ�� � ,W�
FRQWDLQV� DQ\� DSSURSULDWLRQ� QHFHVVDU\� WR� FDUU\� RXW� WKH�
LQWHQW�RI�WKH�/HJLVODWXUH�WKDW�KDV�QRW�\HW�EHHQ�LQFOXGHG�
LQ�DQRWKHU�DSSURSULDWLRQ�ELOO�� �6LQFH� WKH�DGYHQW�RI� WKH�
VWDWXWRU\� UHTXLUHPHQW� IRU� DQ� 2PQLEXV� 5HFRQFLOLDWLRQ�
6SHQGLQJ� /LPLW� %LOO� WR� EH� SDVVHG� DW� WKH� HQG� RI� WKH�
VHVVLRQ��WKH�2PQLEXV�$SSURSULDWLRQ�%LOO�KDV�VHUYHG�DV�
WKH�UHFRQFLOLDWLRQ�ELOO��

6WDWH� )LQDQFH� &RXQFLO� 7KH� )LQDQFH� &RXQFLO� LV� D�
VWDWXWRU\�ERG\� WKDW�SURYLGHV�D�PHFKDQLVP�IRU�PDNLQJ�
FHUWDLQ�EXGJHWDU\�DQG�SHUVRQQHO�DGMXVWPHQWV�ZKHQ�WKH�
/HJLVODWXUH�LV�QRW�LQ�VHVVLRQ�� �7KH�&RXQFLO�FRQVLVWV�RI�
QLQH�PHPEHUV�� � WKH�*RYHUQRU�� 6SHDNHU� RI� WKH�+RXVH��
3UHVLGHQW� RI� WKH� 6HQDWH�� +RXVH� DQG� 6HQDWH� PDMRULW\�
OHDGHUV��PLQRULW\�OHDGHUV��DV�ZHOO�DV�:D\V�DQG�0HDQV�
DQG�$SSURSULDWLRQV�&RPPLWWHH�FKDLUSHUVRQV��

7KH� *RYHUQRU� VHUYHV� DV� FKDLUSHUVRQ� RI� WKH� )LQDQFH�
&RXQFLO�� � 0HHWLQJV� DUH� DW� WKH� FDOO� RI� WKH� *RYHUQRU��
ZKR� DOVR� SUHSDUHV� WKH� DJHQGD�� � $SSURYDO� RI� )LQDQFH�
&RXQFLO� LWHPV� W\SLFDOO\� UHTXLUHV� WKH� YRWH� RI� WKH�
*RYHUQRU�DQG�D�PDMRULW\�RI�WKH�OHJLVODWLYH�PHPEHUV��

3UHVHQW� VWDWXWHV� FKDUDFWHUL]H� WKH� IROORZLQJ� LWHPV� RI�
JHQHUDO� DSSOLFDWLRQ� WR� VWDWH� DJHQFLHV� DV� OHJLVODWLYH�
GHOHJDWLRQV��DOORZLQJ�WKHP�WR�UHFHLYH�)LQDQFH�&RXQFLO�
DSSURYDO�XQGHU�FHUWDLQ�FLUFXPVWDQFHV��

��� ,QFUHDVHV� LQ� H[SHQGLWXUH� OLPLWDWLRQV� RQ� VSHFLDO�
UHYHQXH� IXQGV� DQG� UHOHDVH� RI� 6WDWH�*HQHUDO� )XQG�
DSSURSULDWLRQV��

��� $XWKRUL]DWLRQ� IRU� VWDWH� DJHQFLHV� WR� FRQWUDFW� ZLWK�
RWKHU� VWDWH�RU� IHGHUDO� DJHQFLHV�� LI� WKH� DJHQFLHV�GR�
QRW�DOUHDG\�KDYH�VXFK�DXWKRUL]DWLRQ��

��� $XWKRUL]DWLRQ� RI� H[SHQGLWXUHV� IURP� WKH� 6WDWH�
(PHUJHQF\� )XQG� IRU� SXUSRVHV� HQXPHUDWHG� LQ� WKH�
VWDWXWHV��

��� ,QFUHDVHV� LQ� OLPLWDWLRQV� RQ� SRVLWLRQV� LPSRVHG� E\�
DSSURSULDWLRQ�DFWV�RQ�VWDWH�DJHQFLHV��

��� $SSURYDO� RI� WKH� LVVXDQFH� RI� FHUWLILFDWHV� RI�
LQGHEWHGQHVV� WR� PDLQWDLQ� D� SRVLWLYH� FDVKIORZ� IRU�
WKH�6WDWH�*HQHUDO�)XQG��

��� $SSURYDO�WR�LVVXH�ERQGV�IRU�FDSLWDO�SURMHFWV�ZKHQ�
DQ�DJHQF\�KDV�EHHQ�JUDQWHG�ERQGLQJ�DXWKRULW\��

&HUWDLQ� RWKHU� LWHPV� RI� OLPLWHG� DSSOLFDWLRQ� PD\� EH�
DOORZHG�WR�EH�VXEMHFW�WR�)LQDQFH�&RXQFLO�DFWLRQ���2QH�
H[DPSOH�LV�WKH�EXVLQHVV�UHVWRUDWLRQ�DVVLVWDQFH�SURJUDP�
FUHDWHG�DW�WKH�HQG�RI�WKH������/HJLVODWLYH�6HVVLRQ�DIWHU�
WRUQDGRHV�DQG�IORRGLQJ�VWUXFN�VHYHUDO�SDUWV�RI�WKH�VWDWH�
LQ� D� VKRUW� WLPH� IUDPH�� � 7KH� )LQDQFH� &RXQFLO� FDQQRW�
DSSURSULDWH� PRQH\� IURP� WKH� 6WDWH� *HQHUDO� )XQG��
DXWKRUL]H� H[SHQGLWXUHV� IRU� D� SXUSRVH� WKDW� VSHFLILFDOO\�
ZDV� UHMHFWHG� E\� WKH� SUHYLRXV� OHJLVODWLYH� VHVVLRQ�� RU�
FRPPLW�IXWXUH�OHJLVODWLYH�VHVVLRQV�WR�SURYLGH�IXQGV�IRU�
D�SDUWLFXODU�SURJUDP��

7KH�IROORZLQJ�FKDUW�LV�LQWHQGHG�WR�FDSWXUH�WKH�HVVHQWLDO�
HOHPHQWV�RI� WKH�EXGJHW�SURFHVV�RQ�D� VLQJOH�SDJH�RYHU�
WKH�FRXUVH�RI�D�FRPSOHWH�\HDUO\�F\FOH�DQG�WR�GHSLFW�WKH�
UROHV�DQG�LQWHUDFWLRQV�RI�WKH�SULPDU\�DJHQFLHV�LQYROYHG�
LQ�GHYHORSLQJ�DQG�DSSURYLQJ�WKH�VWDWH�EXGJHW��

3UHSDUHG�E\�WKH�'LYLVLRQ�RI�WKH�%XGJHW�LQ�FRRSHUDWLRQ�
ZLWK�WKH�/HJLVODWLYH�5HVHDUFK�'HSDUWPHQW��

���
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)LQDQFLDO�3ROLFLHV�

7KH�6WDWH� RI�.DQVDV� REVHUYHV� WKH� IROORZLQJ� ILQDQFLDO�
SROLFLHV�WR�PDQDJH�ILVFDO�DIIDLUV�UHVSRQVLEO\��

2SHUDWLQJ�3ROLFLHV

7KH� VWDWH�� WKURXJK� SHUIRUPDQFH� EXGJHWLQJ� SULQFLSOHV��
DOORFDWHV�DYDLODEOH�SXEOLF�UHVRXUFHV�LQ�NHHSLQJ�ZLWK�WKH�
JRDOV�DQG�REMHFWLYHV�RI�VWDWH�DJHQFLHV�DV�HPERGLHG�LQ�
WKHLU�VWUDWHJLF�SODQV��

7KH� VWDWH� HPSKDVL]HV� WKH� SUHVHUYDWLRQ� RI� H[LVWLQJ�
FDSLWDO�IDFLOLWLHV�RYHU�WKH�FRQVWUXFWLRQ�RI�QHZ�RQHV���$�
PDMRU� SRUWLRQ� RI� WKH� (GXFDWLRQDO� %XLOGLQJ� )XQG� IRU�
XQLYHUVLWLHV�� &RUUHFWLRQDO� ,QVWLWXWLRQV� %XLOGLQJ� )XQG�
IRU� FRUUHFWLRQDO� IDFLOLWLHV�� DQG� 6WDWH� ,QVWLWXWLRQV�
%XLOGLQJ� )XQG� IRU� KRVSLWDOV� DQG� MXYHQLOH� FRUUHFWLRQDO�
IDFLOLWLHV�LV�GHGLFDWHG�WR�UHKDELOLWDWLRQ�DQG�UHSDLU��

5HYHQXH�3ROLFLHV

7KH� VWDWH� PD[LPL]HV� WKH� XVH� RI� IHH� IXQGV�� IHGHUDO�
IXQGV�� DQG� RWKHU� VSHFLDO� UHYHQXHV� WR� SUHVHUYH� WKH�
LQWHJULW\� RI� WKH� 6WDWH� *HQHUDO� )XQG� DQG� HQVXUH�
EXGJHWDU\�IOH[LELOLW\��

7KH�VWDWH�XVHV�FRQVHQVXV�UHYHQXH�HVWLPDWHV�GHYHORSHG�
E\�H[HFXWLYH�DQG� OHJLVODWLYH�SURIHVVLRQDO� VWDII�DV�ZHOO�
DV� XQLYHUVLW\� HFRQRPLVW� FRQVXOWDQWV� DV� WKH� EDVLV� IRU�
EXGJHWDU\�GHFLVLRQ�PDNLQJ��

7KH� VWDWH� FROOHFWV� WD[HV�� SHQDOWLHV� DQG� LQWHUHVW�� DQG�
RWKHU�UHYHQXHV���,QWHUQDOO\��VWDWH�FROOHFWLRQ�XQLWV�PDNH�
PXOWLSOH� HIIRUWV� WR� FROOHFW� DPRXQWV� GXH� WKH� VWDWH� E\�
XVLQJ� DGPLQLVWUDWLYH� SURFHGXUHV� DQG� OLHQV� DJDLQVW�
SURSHUW\�� � 3HUVLVWHQW� GHOLQTXHQFLHV� DUH� SXUVXHG��
WKURXJK� OHJDO� SURFHHGLQJV� DQG�� DIWHU� H[KDXVWLQJ� DOO�
UHPHGLHV�� PD\� EH� UHIHUUHG� WR� D� SULYDWH� FROOHFWLRQ�
DJHQF\��

&DVK�0DQDJHPHQW�3ROLFLHV�

2Q�D�GDLO\�EDVLV�� WKH�VWDWH�PRQLWRUV� UHFHLSWV� LQWR��DQG�
H[SHQGLWXUHV� RXW� RI�� WKH� VWDWH� WUHDVXU\�� � (QVXULQJ� WKH�
VWDWH� KDV� DGHTXDWH� UHVRXUFHV� DW� WKH� WLPH� REOLJDWLRQV�
RFFXU�LV�WKH�SULPDU\�JRDO���&HUWLILFDWHV�RI�LQGHEWHGQHVV�
DUH�WKH�ILUVW�WRRO�XVHG�WR�PHHW�WKLV�JRDO���0DQDJLQJ�WKH�
WLPLQJ�RI�H[SHQGLWXUHV�LV�D�VHFRQGDU\�WRRO��

7KH�VWDWH�LQYHVWV�LGOH�IXQGV�WR�PDWFK�WKHVH�DQWLFLSDWHG�
FDVKIORZ�QHHGV�E\�XVLQJ�FRPPHUFLDO�SDSHU��UHSXUFKDVH�
DJUHHPHQWV�� JRYHUQPHQW� VHFXULWLHV� DQG� FROODWHUDOL]HG�
EDQN�GHSRVLWV�WR�SURYLGH�VDIHW\��OLTXLGLW\��DQG�\LHOG�LQ�
WKDW�RUGHU��

'HEW�6HUYLFH�3ROLFLHV

7KH�VWDWH� LQFXUV�GHEW� WKURXJK�WKH� LVVXDQFH�RI�UHYHQXH�
ERQGV� PDLQO\� WR� ILQDQFH� FDSLWDO� LPSURYHPHQWV��
HTXLSPHQW�� FHUWDLQ� JUDQW� SURJUDPV�� DQG� UHGXFLQJ� WKH�
XQIXQGHG� OLDELOLW\� RI� WKH� .3(56� )XQG�� � 7KH� XVH� RI�
GHEW� ILQDQFLQJ� IRU� RSHUDWLQJ� H[SHQVHV� LQ� VWDWH�
JRYHUQPHQW�LV�OLPLWHG��

7KH� FRQVWLWXWLRQ� DOORZV� IRU� WKH� LVVXDQFH� RI� JHQHUDO�
REOLJDWLRQ� ERQGV� VXEMHFW� WR� FHUWDLQ� UHVWULFWLRQV���
+RZHYHU��WKH�VWDWH�KDV�QRW�H[HUFLVHG�WKLV�DXWKRULW\�IRU�
PDQ\�\HDUV��

7KH�PRVW� UHFHQW� LVVXHU� FUHGLW� UDWLQJV� IRU� WKH� 6WDWH� RI�
.DQVDV� DUH�$$��E\�6WDQGDUG� DQG�3RRU¶V� DQG�$D��E\�
0RRG\¶V�&RUSRUDWLRQ�� �7KHVH�UDWLQJV� LQGLFDWH�WKDW�WKH�
VWDWH� VWLOO� KDV� D� VWURQJ� FDSDFLW\� WR� PHHW� LWV� ILQDQFLDO�
FRPPLWPHQWV� DQG� UHIOHFW� WKH� IROORZLQJ� FUHGLW� IDFWRUV���
D�UHODWLYHO\�GLYHUVH�HFRQRPLF�EDVH��FRQVHUYDWLYH�ILVFDO�
PDQDJHPHQW��DQG�D�ORZ�GHEW�EXUGHQ���

5HVHUYH�3ROLF\�

6WDWH� ODZ� UHTXLUHV� DQ� HQGLQJ� EDODQFH� RI� DW� OHDVW� ����
SHUFHQW�RI�WRWDO�H[SHQGLWXUHV�LQ�WKH�6WDWH�*HQHUDO�)XQG�
IRU� WKH� *RYHUQRU¶V� EXGJHW� UHFRPPHQGDWLRQV� DQG� WKH�
OHJLVODWLYH�DSSURYHG� EXGJHW� 7KLV� ZDV� LQWHQGHG� WR�
SURYLGH� VXIILFLHQW� FDVK� WKURXJKRXW� WKH� \HDU� DQG�
SURYLGH�D�FXVKLRQ�DJDLQVW�WD[�UHYHQXH�GRZQWXUQV��

$FFRXQWLQJ��$XGLWLQJ��	�5HSRUWLQJ�3ROLFLHV

7KH� VWDWH� SUHSDUHV� ILQDQFLDO� VWDWHPHQWV� LQ� DFFRUGDQFH�
ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��DQG�DQ�
LQGHSHQGHQW�FHUWLILHG�SXEOLF�DFFRXQWLQJ�ILUP�FRQGXFWV�
D� ILQDQFLDO� DQG� FRPSOLDQFH� DXGLW� RI� WKRVH� VWDWHPHQWV���
$V� D� SDUW� RI� WKDW� VWDWHZLGH� DXGLW�� FRPSOLDQFH� DQG�
FRQWURO�DXGLWV�RI�LQGLYLGXDO�DJHQFLHV�DUH�SHUIRUPHG�DW�
OHDVW�RQFH�HYHU\� WKUHH�\HDUV�� �)RU�EXGJHWLQJ�� WKH�VWDWH�
DYRLGV� GRXEOH� FRXQWLQJ� H[SHQGLWXUHV� E\� WUHDWLQJ� QRQ�
H[SHQVH�LWHPV�DQG�D�QXPEHU�RI�³RII�EXGJHW´�H[SHQVHV�
DV�QRQ�UHSRUWDEOH��

���



%DVLV�RI�%XGJHWLQJ

5HYHQXH

5HFHLSWV�WR�IXQGV�LQ�.DQVDV�JHQHUDOO\�DUH�FUHGLWHG�RQ�D�
FDVK�EDVLV��QRW�DV�DFFRXQWV�UHFHLYDEOH���+RZHYHU��HDFK�
-XO\���IRU�FDVKIORZ�SXUSRVHV��WKH�(GXFDWLRQDO�%XLOGLQJ�
)XQG�� &RUUHFWLRQDO� ,QVWLWXWLRQV� %XLOGLQJ� )XQG�� DQG�
6WDWH� ,QVWLWXWLRQV� %XLOGLQJ� )XQG� DUH� FUHGLWHG� ZLWK�
UHFHLSWV� WRWDOLQJ� ����� SHUFHQW� RI� HDFK� IXQG¶V� DFWXDO�
UHFHLSWV� LQ� WKH� SUHYLRXV� ILVFDO� \HDU�� � ,Q� D� VLPLODU�
PDQQHU�� WKH�(FRQRPLF�'HYHORSPHQW� ,QLWLDWLYHV�)XQG��
([SDQGHG�/RWWHU\�$FW�5HYHQXHV�)XQG�DQG�WKH�.DQVDV�
(QGRZPHQW� IRU� <RXWK� )XQG� UHFHLYH� FUHGLWV� DW� WKH�
EHJLQQLQJ�RI�WKH�\HDU�IRU�FDVKIORZ�QHHGV��

(QFXPEUDQFHV�

)RU� EXGJHWLQJ� SXUSRVHV�� HQFXPEUDQFHV� DUH� WUHDWHG� DV�
UHSRUWDEOH� H[SHQGLWXUHV�� WKHUHIRUH�� QR� GLVWLQFWLRQ� LV�
PDGH� EHWZHHQ� FDVK� RXWOD\V� RU� OLTXLGDWHG� DQG�
XQOLTXLGDWHG� HQFXPEUDQFHV�� � (QFXPEUDQFHV�� DORQJ�
ZLWK� WKH� IXQGV� WR� OLTXLGDWH� WKHP�� DUH�DWWULEXWHG� WR� WKH�
ILVFDO�\HDU�LQ�ZKLFK�WKH\�ZHUH�LQFXUUHG��

([SHQGLWXUHV�

([SHQGLWXUHV� DUH� VHSDUDWHG� LQWR� WZR� FDWHJRULHV���
UHSRUWDEOH� DQG� QRQ�UHSRUWDEOH�� � 5HSRUWDEOH� H[SHQVHV�
DUH�GLUHFW�FDVK�RXWOD\V� DQG�HQFXPEUDQFHV� IRU� VDODULHV�
DQG�ZDJHV�� RWKHU� RSHUDWLQJ� H[SHQGLWXUHV�� DLG� WR� ORFDO�
JRYHUQPHQWV�� RWKHU� DVVLVWDQFH�� JUDQWV�� DQG� EHQHILWV��
DQG� FDSLWDO� LPSURYHPHQWV� LQFXUUHG� E\� VWDWH� DJHQFLHV���
,Q�JHQHUDO��WKH�GROODUV�UHSRUWHG�WKURXJKRXW�WKH�EXGJHW��
HVSHFLDOO\� WKH� DFFXPXODWHG� WRWDOV� LQ� VWDWHZLGH� WDEOHV�
DQG�VFKHGXOHV��DUH�UHSRUWDEOH�H[SHQGLWXUHV��

:LWK� GHEW�ILQDQFHG� SURMHFWV�� WKH� GHEW� VHUYLFH� LV�
UHSRUWHG��DQG�QRW�WKH�FRVW�RI�WKH�SURMHFW�� �7KH�LQWHUHVW�
SRUWLRQ� RI� FDSLWDO� SURMHFWV� LV� FRQVLGHUHG� DQ� RSHUDWLQJ�
H[SHQVH�� ZKHUHDV� WKH� SULQFLSDO� SRUWLRQ� LV� D� FDSLWDO�
H[SHQVH��

7KH� EXGJHWLQJ� DQG� DFFRXQWLQJ� V\VWHPV� GLIIHU� LQ� WKHLU�
UHSRUWLQJ� RI� FHUWDLQ� FDSLWDO� FRVWV�� � )RU� H[DPSOH�� D�
IDFLOLW\� SXUFKDVHG� E\� ERQGV� WKURXJK� WKH� .DQVDV�
'HYHORSPHQW�)LQDQFH�$XWKRULW\� DQG� OHDVHG� WR� D� VWDWH�
DJHQF\�LV�UHSRUWHG�DV�D�OHDVH�UHQWDO�FRVW�WR�WKH�DJHQF\�
LQ�WKH�DFFRXQWLQJ�V\VWHP���,Q�EXGJHWLQJ��LW�LV�UHSRUWHG�

DV� D� FDSLWDO� LPSURYHPHQW� FRVW� EHFDXVH� D� IDFLOLW\� LV�
EHLQJ�DGGHG�WR�WKH�VWDWH¶V�LQYHQWRU\�RI�FDSLWDO�DVVHWV��

)RU�EXGJHWLQJ�SXUSRVHV��WKHUH�DUH�VHYHUDO�NLQGV�RI�QRQ�
UHSRUWDEOH� H[SHQGLWXUHV�� � &KLHI� DPRQJ� WKHVH� DUH� VR�
FDOOHG�³RII�EXGJHW´�H[SHQGLWXUHV�LQ�WKH�'HSDUWPHQW�RI�
$GPLQLVWUDWLRQ���'ROODUV�VSHQW�LQ�PDQ\�VWDWH�DJHQFLHV¶�
EXGJHWV� IRU� SULQWLQJ� VHUYLFHV�� IRU� H[DPSOH�� DUH� VSHQW�
DJDLQ� WR� RSHUDWH� WKH� 3ULQWLQJ� 3ODQW�� � $JHQFLHV¶� FRVWV�
DUH�WUHDWHG�DV�UHSRUWDEOH�DQG� WKH�3ULQWLQJ�3ODQW¶V�QRQ�
UHSRUWDEOH� WR�DYRLG�FRXQWLQJ� WKH�VDPH�GROODUV�� �7KHVH�
QRQ�UHSRUWDEOH� H[SHQGLWXUHV� DUH� LGHQWLILHG� LQ� WKH�
EXGJHW��EXW�WKH\�DUH�QRW�LQFOXGHG�LQ�VWDWHZLGH�WRWDOV��

2WKHU� QRQ�UHSRUWDEOH� H[SHQGLWXUHV� DUH� FOHDULQJ� DQG�
VXVSHQVH� IXQGV�� UHYROYLQJ� IXQGV�� LQPDWH� RU� SDWLHQW�
EHQHILW� DQG� WUXVW� IXQGV�� ERQG� SURFHHGV�� DQG� QRQ�
H[SHQVH�LWHPV��VXFK�DV�UHIXQGV���%RQG�SURFHHGV�DUH�QRW�
LQFOXGHG� LQ� WKH� EXGJHW� UHSRUW�� H[FHSW� IRU�.'27¶V�7�
:25.6�3ODQ�ERQGHG�SURMHFWV��ZKLFK�DUH�VKRZQ�LQ�WKH�
DJHQF\¶V�FDVKIORZ�WDEOH��

%DODQFHV�

%HJLQQLQJ� DQG� HQGLQJ� IXQG� EDODQFHV� IRU� EXGJHWLQJ�
SXUSRVHV� JHQHUDOO\� UHIOHFW� XQHQFXPEHUHG� FDVK�
EDODQFHV� RQO\�� � )RU� H[DPSOH�� LI� DQ� HQFXPEUDQFH� LQ� D�
SULRU� ILVFDO� \HDU� KDV� QRW� EHHQ� OLTXLGDWHG�� WKH�
DFFRXQWLQJ�V\VWHP�VWLOO� VKRZV� WKH�DPRXQW�RI� WKH�FDVK�
UHVHUYH� VHW� DVLGH� WR� OLTXLGDWH� WKDW� HQFXPEUDQFH���
%XGJHW� UHSRUWV��RQ�WKH�RWKHU�KDQG��GHGXFW� WKH�DPRXQW�
IURP�WKH�EDODQFH�LQ�WKH�SULRU�ILVFDO�\HDU��VR�QRQH�RI�WKH�
IXQG�DFWLYLW\�RI�WKH�SULRU�ILVFDO�\HDU�GLVWRUWV�DFWLYLW\�LQ�
ODWHU� \HDUV�� � 7KXV�� IRU� WUHQG� DQDO\VLV� DQG� RWKHU�
EXGJHWLQJ� SXUSRVHV�� LW� LV� LPSRUWDQW� WR� VKRZ� IXQG�
DFWLYLW\�LQ�WKH�ILVFDO�\HDU�WR�ZKLFK�LW�LV�DWWULEXWHG���7KH�
FXUUHQW� FDVK� VWDWXV� UHSRUWV� RI� WKH� DFFRXQWLQJ� V\VWHP��
E\�FRQWUDVW��DUH�PRUH�LPSRUWDQW�IRU�FDVK�PDQDJHPHQW��

)XQGV�WKDW�EHFRPH�XQHQFXPEHUHG�ZKHQ�D�FDVK�RXWOD\�
LV� PDGH� DUH� VKRZQ� DV� DQ� DGGLWLRQ� WR� WKH� EHJLQQLQJ�
EDODQFH� RI� WKH� ILVFDO� \HDU� IROORZLQJ� WKH� \HDU� IURP�
ZKLFK� WKH� IXQGV�ZHUH�XQHQFXPEHUHG�� H[FHSW� UHOHDVHG�
HQFXPEUDQFHV� IURP� WKH� 6WDWH� *HQHUDO� )XQG� DUH�
FUHGLWHG�WR�WKH���WK�3D\UROO�$GMXVWPHQW�$FFRXQW���7KH�
HIIHFW�LV�WR�LQFUHDVH�DYDLODEOH�IXQGV��KRZHYHU��UHSRUWHG�
H[SHQGLWXUHV� LQ�SULRU� ILVFDO�\HDUV� DUH�QRW� DGMXVWHG� IRU�
WKH�XQHQFXPEHUHG�DPRXQWV��

���



%XGJHW�3UHSDUDWLRQ

7KH� EXGJHW� SURFHVV� IRU� .DQVDV� KDV� EHHQ� DQ� DQQXDO�
SODQQLQJ� SURFHVV� IRU� GHFDGHV�� H[FHSW� IRU� WKRVH�
UHJXODWRU\� DJHQFLHV� GHVLJQDWHG� DV� ELHQQLDO� LQ� WKH�
VWDWXWHV� IRU� EXGJHWLQJ�� � +RZHYHU�� GXULQJ� WKH� �����
/HJLVODWLYH� 6HVVLRQ�� *RYHUQRU� %URZQEDFN� SURSRVHG�
DQG� WKH� /HJLVODWXUH� DSSURYHG� WKDW� DOO� DJHQFLHV� EH�
SODFHG� RQ� D� ELHQQLDO� F\FOH�� WR� LPSURYH� ORQJ�WHUP�
SODQQLQJ���

%XGJHW� ,QVWUXFWLRQV� 	� $OORFDWLRQV� *HQHUDO�
LQVWUXFWLRQV�IRU�EXGJHW�SUHSDUDWLRQ�DUH�W\SLFDOO\�VHQW�WR�
VWDWH� DJHQFLHV� LQ� -XQH� RU� -XO\� ([HFXWLYH� %UDQFK�
DJHQFLHV�DUH�SURYLGHG�DOORFDWHG�DPRXQWV�IRU�WKH�XVH�RI�
6WDWH�*HQHUDO�)XQG��&KLOGUHQ¶V� ,QLWLDWLYHV�)XQG��6WDWH�
:DWHU� 3ODQ� )XQG�� ([SDQGHG� /RWWHU\� $FW� 5HYHQXHV�
)XQG�� DQG� (FRQRPLF� 'HYHORSPHQW� ,QLWLDWLYHV� )XQG���
$JHQFLHV� DUH� LQVWUXFWHG� WR� EXLOG� WKHLU� EDVH� EXGJHW�
UHTXHVWV� IURP� WKRVH� IXQGV� ZLWKLQ� WKH� DOORFDWHG�
DPRXQWV� $JHQFLHV�DUH�RWKHUZLVH�LQVWUXFWHG�WR�UHTXHVW�
IXQGV� WR� WKH� H[WHQW� QHHGHG� WR� ILQDQFH� FXUUHQW� DJHQF\�
SURJUDPV� ,Q�UHFHQW�\HDUV��QR�RIIHU�KDV�EHHQ�PDGH�WR�
EDFNILOO�IHGHUDO�SURJUDPV�WKDW�PD\�EH�LPSDFWHG�E\�WKH�
IHGHUDO�%XGJHW�&RQWURO�$FW�RU�IHGHUDO�VKXWGRZQV��

$OORFDWLRQV� DUH� FXVWRPDULO\� EXLOW� IURP� DQ� DJHQF\¶V�
DSSURYHG�EXGJHW���$GMXVWPHQWV�DUH�W\SLFDOO\�OLPLWHG�WR�
LQFUHDVHG�FRVWV� IRU�.3(56�HPSOR\HU�FRQWULEXWLRQV�RU�
KHDOWK� LQVXUDQFH� EHQHILWV� IRU� HPSOR\HHV�� FKDQJHV� LQ�
FRVWV� IRU� GHEW� VHUYLFH� SD\PHQWV�� DQQXDOL]DWLRQ� RI�
RSHUDWLQJ�SURJUDPV�IXQGHG�IRU�RQO\�SDUW�RI�WKH�\HDU��RU�
FDSLWDO�SURMHFWV�WKDW�GR�QRW�UHFXU��

$JHQFLHV� WKDW� ZLVK� WR� UHTXHVW� IXQGV� EH\RQG� WKH�
DPRXQWV�DOORFDWHG�RU�IRU�QHZ�SURJUDPV�DUH� LQVWUXFWHG�
WR� DVN� IRU� WKH� IXQGLQJ� DV� DQ� LGHQWLILHG� HQKDQFHPHQW���

$V�LV�VWDQGDUG�SUDFWLFH��DJHQFLHV�DUH�GLUHFWHG�WR�VXEPLW�
UHGXFHG� UHVRXUFH� SDFNDJHV� WKDW� RXWOLQH� KRZ� WKHLU�
DOORFDWHG� EXGJHW� DPRXQWV� FRXOG� EH� UHGXFHG�� LI�
QHFHVVDU\� ,Q� VRPH� LQVWDQFHV�� WKH� %XGJHW� 'LYLVLRQ�
UHFRPPHQGV�WKH�*RYHUQRU�FRQVLGHU�WKHVH�UHGXFWLRQV��

7KH�/HJLVODWLYH� DQG�-XGLFLDO�%UDQFKHV�RI�JRYHUQPHQW�
DUH� QRW� JLYHQ� DOORFDWLRQV� DV� SDUW� RI� WKHLU� EXGJHW�
LQVWUXFWLRQV�� QRU� DUH� WKH\� H[SHFWHG� WR� VXEPLW� UHGXFHG�
UHVRXUFH� SDFNDJHV�� � 8QGHU� VWDWH� ODZ�� WKH� -XGLFLDO�
%UDQFK�EXGJHW� LV� VLPSO\�SDVVHG�RQ� WR� WKH�/HJLVODWXUH�
IRU� LWV� FRQVLGHUDWLRQ�� DQG� WKH� *RYHUQRU� PDNHV� QR�
EXGJHW�UHYLVLRQV���

%XGJHW�5HYLHZ� $JHQF\�EXGJHW� UHTXHVWV� DUH� GXH� WR�
WKH� 'LYLVLRQ� RI� WKH� %XGJHW� RQ� 6HSWHPEHU� ���� � 7KH�
'LYLVLRQ� XVHV� WKH� VXEPLWWHG� UHTXHVWV� WR� GHYHORS� DQ�
LQLWLDO� VHW� RI� UHFRPPHQGDWLRQV� IRU� HDFK� DJHQF\� DQG�
GLVWULEXWHV� WKRVH� UHFRPPHQGDWLRQV� WR� DJHQFLHV� LQ� WKH�
VHFRQG�ZHHN�RI�1RYHPEHU����

$JHQFLHV¶� ZULWWHQ� DSSHDOV� WR� WKH� 'LYLVLRQ� RI� WKH�
%XGJHW� UHFRPPHQGDWLRQV�ZHUH�GXH� WHQ�GD\V� DIWHU� WKH�
UHFRPPHQGDWLRQV� ZHUH� LVVXHG�� � $JHQF\� DSSHDOV�
SUHVHQWHG� LQ� SHUVRQ� E\� DJHQF\� UHSUHVHQWDWLYHV� ZHUH�
KHDUG�LQ�ODWH�1RYHPEHU�E\�'LYLVLRQ�RI�WKH�%XGJHW�ZLWK�
VWDII�IURP�WKH�*RYHUQRU¶V�2IILFH��

7KH�*RYHUQRU�VXEVHTXHQWO\�GHYHORSHG�KLV�EXGJHW�DQG�
SROLF\� UHFRPPHQGDWLRQV� DIWHU� FRQVLGHULQJ� WKH� VWDWH¶V�
ILQDQFLDO�VLWXDWLRQ��UHFRPPHQGDWLRQV�PDGH�DOUHDG\�E\�
WKH�'LYLVLRQ�RI�WKH�%XGJHW��DJHQF\�DSSHDOV��DV�ZHOO�DV�
DQ\� QHZ�� UHOHYDQW� LQIRUPDWLRQ� RIIHUHG� E\� DJHQFLHV�
ZLWK�D�YLHZ�WR�NHHSLQJ�VWDWH�H[SHQGLWXUHV�DQG�UHYHQXHV�
LQ�EDODQFH��
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*ORVVDU\�



*ORVVDU\

$OORWPHQW�

.6$� �������� DXWKRUL]HV� WKH� 6HFUHWDU\� RI�
$GPLQLVWUDWLRQ�WR�LPSRVH�UHGXFWLRQV�WR�DSSURSULDWLRQV�
ZKHQ� LW� LV� GHWHUPLQHG� DYDLODEOH� UHVRXUFHV� DUH�
LQVXIILFLHQW�WR�ILQDQFH�WKH�DSSURYHG�H[SHQGLWXUHV� $Q�
DOORWPHQW�FDQ�EH�DSSOLHG�WR�WKH�6WDWH�*HQHUDO�)XQG�RU�
DQ\� VSHFLDO� UHYHQXH� IXQG� DQG� FDQ� IROORZ� ZKDWHYHU�
SDWWHUQ�WKH�*RYHUQRU�SURSRVHV��

$SSURSULDWLRQ

$Q�DPRXQW�RI�PRQH\� IRU�D�SDUWLFXODU�SXUSRVH� WKDW�DQ�
DJHQF\�LV�DXWKRUL]HG�WR�VSHQG�GXULQJ�D�ILVFDO�\HDU���7KH�
HQWLUH�DPRXQW�LV�DYDLODEOH�DW�WKH�VWDUW�RI�WKH�ILVFDO�\HDU����

%DVH�%XGJHW�

$�OHYHO�RI�H[SHQGLWXUH�IRU�WKH�IRUWKFRPLQJ�ILVFDO�\HDU�
EDVHG�RQ�WKH�DSSURYHG�EXGJHW�RI�WKH�SUHFHGLQJ�\HDU��DV�
DGMXVWHG�IRU�WKH�GHOHWLRQ�RI�RQH�WLPH�H[SHQVHV�DQG�WKH�
DGGLWLRQ�RI� IXQGV� WR� DQQXDOL]H�SDUWLDO� \HDU� IXQGLQJ� LQ�
WKH� SUHFHGLQJ� ILVFDO� \HDU� RU� IRU� FDVHORDGV� LQ�
HQWLWOHPHQW�SURJUDPV�� �7KH�EDVH�EXGJHW� VHUYHV�DV� WKH�
UHIHUHQFH� SRLQW� IRU� DGGLQJ� SURJUDPPDWLF�
HQKDQFHPHQWV�DQG�DSSO\LQJ�UHGXFHG�UHVRXUFH�FXWV��

%LHQQLDO�%XGJHW�

$� EXGJHW�ZKLFK� SODQV� UHYHQXHV� DQG� H[SHQGLWXUHV� IRU�
WKH�WZR�IRUWKFRPLQJ�ILVFDO�\HDUV��UDWKHU�WKDQ�RQH�\HDU���
7KH������/HJLVODWXUH�HQDFWHG�OHJLVODWLRQ�UHTXLULQJ�IHH�
IXQGHG�DJHQFLHV�WR�VXEPLW�ELHQQLDO�EXGJHWV�EHJLQQLQJ�
RQ� 6HSWHPEHU� ���� ������ IRU� )<� ����� DQG� )<� �������
$OO�RWKHU�DJHQFLHV�ZHUH�RIILFLDOO\�RQ�DQ�DQQXDO�F\FOH���
*RYHUQRU� %URZQEDFN� SURSRVHG� SXWWLQJ� DOO� VWDWH�
DJHQFLHV�RQ�D�ELHQQLDO�F\FOH�EHJLQQLQJ�ZLWK�)<������
DQG�)<������ 7KH������/HJLVODWXUH�DSSURYHG�WKH�QHZ�
ELHQQLDO�SURFHVV�IRU�DOO�DJHQFLHV��

%XGJHW�

$�SODQ� VSHFLI\LQJ� KRZ� UHVRXUFHV�ZLOO� EH� DOORFDWHG� RU�
VSHQW�GXULQJ�D�SDUWLFXODU�SHULRG��WKLV�SODQ�DOVR�LQFOXGHV�
DQ�HVWLPDWH�RI�WKH�PHDQV�WR�ILQDQFH�WKHVH�UHVRXUFHV��LQ�
RUGHU�WR�PHHW�WKH�QHHGV�RI�WKH�SXEOLF��

&DSLWDO�,PSURYHPHQWV

3URMHFWV� LQYROYLQJ� QHZ� FRQVWUXFWLRQ�� DFTXLVLWLRQ��
UHPRGHOLQJ�� UHKDELOLWDWLRQ� DQG� UHSDLU�� UD]LQJ�� DQG� WKH�
SULQFLSDO�SRUWLRQ�RI�GHEW�VHUYLFH�IRU�D�FDSLWDO�H[SHQVH���
7KH�LQWHUHVW�SRUWLRQ�LV�DQ�RSHUDWLQJ�H[SHQVH��

&ODVVLILHG�7HPSRUDU\�3RVLWLRQV

$Q� DSSRLQWPHQW� QRW� H[FHHGLQJ� ���� KRXUV� RI�
HPSOR\PHQW� LQ� D� ���PRQWK� SHULRG�� � 7HPSRUDU\�
SRVLWLRQV� GR� QRW� FRXQW� WRZDUG� WKH� DJHQF\¶V� )7(�
SRVLWLRQ� OLPLWDWLRQ�� � (PSOR\HHV� LQ� WKHVH� SRVLWLRQV� GR�
QRW�UHFHLYH�IULQJH�EHQHILWV��

'HFUHPHQWV�

7KH�GHFUHPHQWDO�GHFUHDVH�LQ�H[SHQGLWXUHV�RU�SRVLWLRQV��
RU� ERWK�� WR� UHGXFH� RU� GHOHWH� D� VHUYLFH� RU� SURJUDP��
SULPDULO\� ZKHQ� UHYHQXHV� DUH� LQVXIILFLHQW� WR� FRQWLQXH�
VXSSRUW�DW�WKH�EDVH�EXGJHW�OHYHO��

(QKDQFHPHQWV�

7KH� LQFUHPHQWDO� LQFUHDVH� LQ� H[SHQGLWXUHV�RU�SRVLWLRQV�
WR�H[SDQG�D�VHUYLFH�RU�SURJUDP�RU�SURYLGH�D�QHZ�RQH���

([SHQGLWXUH�

7KH�DFWXDO�SD\PHQW�RI�PRQH\�RXW�RI�DQ\�VWDWH�IXQG�RU�
WKH�FRPPLWPHQW� WR�PDNH�VXFK�D�SD\PHQW� LQ� WKH� IRUP�
RI�DQ�HQFXPEUDQFH��

([SHQGLWXUH�/LPLWDWLRQ�

$�OLPLWDWLRQ�SODFHG�RQ�H[SHQGLWXUHV�WKDW�FDQ�EH�PDGH�
IURP�D�VSHFLDO�UHYHQXH�IXQG��

([SHQGLWXUHV��1RQ�5HSRUWDEOH�

'LVEXUVHPHQWV� WKDW�GR�QRW�UHVXOW� LQ�D�QHW�UHGXFWLRQ�RI�
VWDWHZLGH� DVVHWV�� � $Q� H[DPSOH� LV� D� UHIXQG�� ZKHUH� DQ�
DJHQF\�LV�UHLPEXUVHG�IRU�DQ�LWHP���$OVR�QRQ�UHSRUWDEOH�
DUH� FHUWDLQ� ³RII�EXGJHW´� H[SHQGLWXUHV��PRVW�RFFXUULQJ�
LQ� WKH� 'HSDUWPHQW� RI� $GPLQLVWUDWLRQ�� � )RU� H[DPSOH��
GROODUV� DUH� VSHQW� LQ�PDQ\� VWDWH� DJHQFLHV¶� EXGJHWV� IRU�
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SULQWLQJ�VHUYLFHV�SURYLGHG�E\�WKH�'LYLVLRQ�RI�3ULQWLQJ���
7KRVH�GROODUV�DUH�VSHQW�DJDLQ�IRU�WKH�VDODULHV��XWLOLWLHV��
HTXLSPHQW��SDSHU�VXSSOLHV��DQG�RWKHU�RSHUDWLQJ�FRVWV�RI�
WKH� 3ULQWLQJ� 3ODQW�� � 7R� DYRLG� UHSRUWLQJ� H[SHQGLWXUHV�
WZLFH�� WKH� DJHQFLHV¶� SULQWLQJ� FRVWV� DUH� WUHDWHG� DV�
UHSRUWDEOH�DQG�WKH�3ULQWLQJ�3ODQW¶V�DUH�QRQ�UHSRUWDEOH��

)LVFDO�<HDU

$����PRQWK�SHULRG�EHJLQQLQJ�-XO\���DQG�HQGLQJ�-XQH�
��� RI� WKH� IROORZLQJ� \HDU� WKDW� LV� XVHG� DV� WKH� VWDWH�
EXGJHW��DFFRXQWLQJ��DQG�DSSURSULDWLRQ�SHULRG����

)ULQJH�%HQHILWV

6WDWH� H[SHQGLWXUHV� IRU� UHWLUHPHQW�� VRFLDO� VHFXULW\��
ZRUNHUV� FRPSHQVDWLRQ�� XQHPSOR\PHQW� LQVXUDQFH���
VWDWH� OHDYH� SD\PHQW� DVVHVVPHQW� XSRQ� UHWLUHPHQW�
�LQFOXGLQJ� VLFN� DQG� DQQXDO� OHDYH��� DQG� JURXS� KHDOWK�
LQVXUDQFH����

)XOO�7LPH�(TXLYDOHQW��)7(��3RVLWLRQV�

6WDWH�HPSOR\HH�SRVLWLRQV�WKDW�DUH�SHUPDQHQW�DQG�HLWKHU�
IXOO�WLPH� RU� SDUW�WLPH� EXW� PDWKHPDWLFDOO\� HTXDWHG� WR�
IXOO�WLPH��H�J��� WZR�KDOI�WLPH�SRVLWLRQV�HTXDO�RQH� IXOO�
WLPH�SRVLWLRQ�� �/LPLWHG� WHUP�SRVLWLRQV�DUH� LQFOXGHG�LQ�
DQ� DJHQF\¶V� SRVLWLRQ� OLPLWDWLRQ�� � 7HDFKLQJ� SRVLWLRQV�
FRQWUDFWHG� IRU� QLQH� RU� PRUH� PRQWKV� DUH� FRQVLGHUHG�
�����)7(�SRVLWLRQ���

)XQFWLRQV�RI�*RYHUQPHQW

7KH�VL[�FODVVLILFDWLRQV�LQWR�ZKLFK�VLPLODU�DJHQFLHV�DUH�
JURXSHG� WR� UHIOHFW� WKH� EDVLF� SXUSRVHV� RI� VWDWH�
JRYHUQPHQW�� � *HQHUDO�*RYHUQPHQW��+XPDQ� 6HUYLFHV��
(GXFDWLRQ�� 3XEOLF� 6DIHW\�� $JULFXOWXUH� DQG� 1DWXUDO�
5HVRXUFHV��DQG�7UDQVSRUWDWLRQ��VHH�WKH�3ULPHU���

)XQG

$� IXQG� LV� D� EDVLF� XQLW� RI� FODVVLILFDWLRQ� LQ� ERWK� WKH�
EXGJHW�SURFHVV�DQG� WKH�DFFRXQWLQJ�V\VWHP�IRU�DJHQF\�
PRQLHV���)XQG�QDPHV�DQG�QXPEHUV�DUH�LQFOXGHG�LQ�WKH�
DFFRXQWLQJ�V\VWHP¶V &HQWUDO�&KDUW�RI�$FFRXQWV��ZKLFK�
OLVWV�HYHU\�DFWLYH�IXQG�E\�DJHQF\��

+ROLGD\�3D\�

3D\PHQWV� WR� HPSOR\HHV� ZRUNLQJ� RQ� D� OHJDO� KROLGD\��
VXFK� DV� FHUWDLQ� SHUVRQQHO� LQ� FRUUHFWLRQDO� IDFLOLWLHV� RU�

VWDWH�KRVSLWDOV��ZKR�UHFHLYH�DGGLWLRQDO�FRPSHQVDWLRQ�DW�
WKH� UDWH� RI� RQH� DQG�RQH�KDOI� WLPHV� WKH� UHJXODU� UDWH� RI�
SD\�� �7KH�DGGLWLRQDO�SD\�PD\�EH�JLYHQ�LQ�WKH�IRUP�RI�
ZDJHV�RU�FRPSHQVDWRU\�WLPH�FUHGLWV��

/DSVH

7KDW� SRUWLRQ� RI� DQ� DSSURSULDWLRQ� QRW� VSHQW� RU�
UHDSSURSULDWHG�� �$� ODSVHG�DSSURSULDWLRQ� UHYHUWV� WR� WKH�
IXQG�IURP�ZKLFK�LW�ZDV�PDGH�DQG�EHFRPHV�SDUW�RI�WKH�
XQDSSURSULDWHG�EDODQFH���$W�WKH�HQG�RI�WKH�ILVFDO�\HDU��
6WDWH�*HQHUDO�)XQG�DSSURSULDWLRQV�DXWRPDWLFDOO\�ODSVH�
XQOHVV�VSHFLILF�DXWKRUL]DWLRQ�UHDSSURSULDWHV�WKH�IXQGV��

/LQH�,WHP�$SSURSULDWLRQ�

$Q�DSSURSULDWLRQ�RI�IXQGV�PDGH�E\�WKH�/HJLVODWXUH�IRU�
D�VSHFLILF�SXUSRVH���7KH�SXUSRVH�FRXOG�EH�OLPLWHG�WR�D�
VSHFLILF�LWHP��VXFK�DV�HTXLSPHQW��RU�PRUH�JHQHUDOO\�WR�
D�FDWHJRU\�RI�H[SHQGLWXUH�RU�D�SURJUDP��

/RQJHYLW\�

%RQXV� SD\PHQWV� PDGH� WR� VWDWH� HPSOR\HHV� EDVHG� RQ�
����SHU�\HDU�RI� VHUYLFH� WLPHV� WKH�QXPEHU�RI�\HDUV�RI�
VWDWH�VHUYLFH���(PSOR\HHV�KLUHG�DIWHU�-XQH����������DUH�
QRW� HOLJLEOH� IRU� WKH� SD\PHQW�� �0LQLPXP� HOLJLELOLW\� LV�
WHQ�\HDUV�RI�VWDWH� VHUYLFH��DQG� WKH�PD[LPXP�SD\PHQW�
LV���������IRU����\HDUV�RI�VHUYLFH��

0XOWL�<HDU�$SSURSULDWLRQ�

$� OHJLVODWLYH� DXWKRUL]DWLRQ� WR� H[SHQG� IXQGV� WKDW�
SURYLGHV�IXQGLQJ�IRU�PRUH�WKDQ�RQH�ILVFDO�\HDU��

1RQ�([SHQVH�,WHP�

7KLV�LV�DQ�H[SHQGLWXUH�RI� IXQGV�WKDW�KDV�QR�EXGJHWDU\�
LPSOLFDWLRQV²IRU� H[DPSOH�� DQ� H[SHQVH� LQFXUUHG� IURP�
WKH� SXUFKDVH� RI� VXSSOLHV� IRU� ZKLFK� DQ� DJHQF\� LV�
VXEVHTXHQWO\�UHLPEXUVHG���7KH�DPRXQW�LV�VKRZQ�LQ�WKH�
EXGJHW� DV� D� ³QRQ�H[SHQVH´� WR� DFNQRZOHGJH� WKH�
WUDQVDFWLRQ�� EXW� LW� LV� QRW� LQFOXGHG� LQ� DQ� DJHQF\¶V�
H[SHQGLWXUH�WRWDOV�WR�DYRLG�RYHUVWDWLQJ�WKH�WUXH�FRVW�RI�
JRYHUQPHQW�VHUYLFHV��

1RQ�)7(�8QFODVVLILHG�3HUPDQHQW�3RVLWLRQV�

7KH� FDWHJRU\� RI� ³XQFODVVLILHG� WHPSRUDU\´� LQ� WKH�
6+$53�V\VWHP�FRQVLVWV�RI�WZR�JURXSV���RQH�WKDW�WUXO\�
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LV� WHPSRUDU\� DQG� WKH� RWKHU� SHUPDQHQW� EHFDXVH� WKH�
HPSOR\HHV� LQ� WKH� SHUPDQHQW� JURXS� SDUWLFLSDWH� LQ� WKH�
VWDWH� UHWLUHPHQW� V\VWHP�� � 7KH� FDWHJRU\� RI� 1RQ�)7(�
8QFODVVLILHG� 3HUPDQHQW� UHIHUV� WR� WKH� VHFRQG� JURXS��
ZKLFK�LV�UHSRUWHG�DV�SDUW�RI�WKH�VWDWH�ZRUNIRUFH��

2YHUWLPH�3D\�

3D\� RU� FRPSHQVDWRU\� WLPH� FUHGLWV� IRU� KRXUV� ZRUNHG�
RYHU�WKH�PD[LPXP�QXPEHU�RI�KRXUV�UHTXLUHG�LQ�D�ZRUN�
SHULRG�� ZKLFK� PD\� YDU\� GHSHQGLQJ� RQ� WKH� W\SH� RI�
SRVLWLRQ���$�QRUPDO�ZRUN�SHULRG�LV����KRXUV�SHU�ZHHN��
DOWKRXJK� ODZ� HQIRUFHPHQW� DQG� ILUHILJKWHUV� KDYH� D�
GLIIHUHQW�ZRUN�ZHHN��

3HUIRUPDQFH�%XGJHWLQJ�

$� EXGJHWLQJ� SURFHVV� WKDW� XVHV� VWUDWHJLF� SODQV� DQG�
SHUIRUPDQFH�PHDVXUHV�WR�GLVWULEXWH�DYDLODEOH�ILQDQFLDO�
UHVRXUFHV� WR� DFFRPSOLVK� JRDOV� DQG� REMHFWLYHV���
2XWFRPH� PHDVXUHV� JDXJH� WKH� XOWLPDWH� HIIHFW� RI�
SURJUDPV� RQ� WKH� SUREOHPV� RU� FRQGLWLRQV� WKH\� DUH�
LQWHQGHG�WR�DIIHFW����

3URJUDP�

$� VHW� RI� UHODWHG� RSHUDWLRQV� WKDW� IROORZV� D� SODQQHG�
FRXUVH�RI�DFWLRQ�WR�DFKLHYH�D�VSHFLILHG�SXUSRVH�DQG�VHW�
RI�REMHFWLYHV�� �3URJUDPV�FODVVLI\� DJHQF\� VHUYLFHV�DQG�
SURYLGH�D�IUDPHZRUN�IRU�UHVRXUFH�DOORFDWLRQ�GHFLVLRQV��

5HDSSURSULDWLRQ�

)XQGV�UHPDLQLQJ�XQH[SHQGHG�RU�XQHQFXPEHUHG�DW� WKH�
HQG�RI�D�ILVFDO�\HDU�WKDW�FDUU\�RYHU�WR�WKH�QH[W�\HDU�WKDW�
PD\�EH�VSHQW�LQ�WKH�VXEVHTXHQW�\HDU����

6KULQNDJH�

7KH�GLIIHUHQFH��H[SUHVVHG�DV�D�SHUFHQWDJH��EHWZHHQ�WKH�
FRVW� RI� IXOO\� IXQGLQJ� VDODULHV� DQG�ZDJHV� LQ� D� EXGJHW��

DVVXPLQJ�DOO�SRVLWLRQV�DUH�ILOOHG�DOO�WKH�WLPH��DQG�DFWXDO�
VDODU\�FRVWV��WDNLQJ�YDFDQFLHV�LQWR�DFFRXQW��

6XSSOHPHQWDO�$SSURSULDWLRQ�

$Q� DSSURSULDWLRQ� PDGH� WR� ILQDQFH� WKH� RSHUDWLRQV� RI�
VWDWH� JRYHUQPHQW� GXULQJ� WKH� FXUUHQW� ILVFDO� \HDU� LQ�
DGGLWLRQ� WR� UHJXODU� DSSURSULDWLRQV� DOUHDG\� DSSURYHG���
6XSSOHPHQWDO� DSSURSULDWLRQV� DUH� FRQVLGHUHG� ZKHUH� D�
VKRUWDJH� RI� IXQGV� LV� DQWLFLSDWHG� DV� D� UHVXOW� RI� DQ�
HPHUJHQF\�RU�XQIRUHVHHQ�RFFXUUHQFH���

7RWDO�3RVLWLRQV

7KH� VXP� RI� )7(� SRVLWLRQV� DQG� QRQ�)7(� XQFODVVLILHG�
SHUPDQHQW�SRVLWLRQV��UHSUHVHQWLQJ�D�FRPSOHWH�UHSRUWLQJ�
RI�SRVLWLRQV�FRQVWLWXWLQJ�WKH�VWDWH�ZRUNIRUFH��

7UDQVIHU��'HPDQG��

)XQGV� WUDQVIHUUHG� DQQXDOO\� IURP� WKH� 6WDWH� *HQHUDO�
)XQG� WR� D� VSHFLDO� UHYHQXH� IXQG� LQ� DFFRUGDQFH�ZLWK� D�
IRUPXOD�LQ�VWDWXWH�EXW�WUHDWHG�DV�H[SHQGLWXUHV�IURP�WKH�
6WDWH�*HQHUDO�)XQG���%\�)<�������DOO�RI�WKHP�KDG�EHHQ�
FRQYHUWHG�WR�UHYHQXH�WUDQVIHUV�ZLWK�WKH�DPRXQW�RI�WKH�
WUDQVIHUV� GHWHUPLQHG� WKURXJK� WKH� DSSURSULDWLRQV�
SURFHVV�� � +RZHYHU�� WKH� ����� /HJLVODWXUH� SDVVHG�
OHJLVODWLRQ�WR�PDNH�WKH�6FKRRO�'LVWULFW�&DSLWDO�2XWOD\�
6WDWH�$LG�)XQG� D�GHPDQG� WUDQVIHU� %HJLQQLQJ� LQ�)<�
����� WKH� 6FKRRO� 'LVWULFW� &DSLWDO� 2XWOD\� 6WDWH� $LG�
)XQG�LV�D�SDUW�RI�WKH�.����%ORFN�*UDQW�DQG�QR�GHPDQG�
WUDQVIHUV�FXUUHQWO\�H[LVW��

7UDQVIHU��5HYHQXH��

$XWKRULW\�LQ�DSSURSULDWLRQ�ELOOV�³UHORFDWLQJ´�DOO�RU�SDUW�
RI�WKH�XQHQFXPEHUHG�EDODQFH�LQ�D�IXQG�WR�DQRWKHU�IXQG�
SULRU� WR� H[SHQGLWXUH�� �5HYHQXH� WUDQVIHUV� DIIHFWLQJ� WKH�
6WDWH�*HQHUDO�)XQG�DUH�GHWDLOHG�LQ�WKLV�UHSRUW��
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