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Introduction

Sovereign Wealth Funlisare generally defined as state-owned investment
vehicles, which manage a diversified portfolio of domestic and international financial
assets. They have emerged as a way for governments, rather than individuals and
privately owned firms, to invest the foreign exchange reserves that have been
generated by expanded trade

Investments by SWFs are one type of capital flow between countries, so they
have always been closely related to global imbalances in trade. When countries run
surpluses on their current account, they generate equal and opposite net capital
outflows of one sort or another and those capital flows produce an investment
incomé.

SWFs have been funded in various ways: from central bank re5etives
export of state-owned resourtesaxation of exporfs fiscal surplusésor from
privatization receipfs Whatever their origins, objectives or funding, the SWF model
is not new, even if their number has increased sharply over recent. yieaiss
estimated that 35% of all SWFs were established over the past five years.

However, some SWFs are far older, investing since the 1960s and 1970s and
by now extremely diversified The Kuwait Investment Authority, for example, the

oldest, was created in 1953, Singapore’s Temasek Holdings in 1970, the Abu Dhabi

' SWFs.

2 Approved by Mark Allen and Jaime Caruana, February 29, 2008, Sovereign Wealth Funds—A Work
Agenda, pp. 26-27.

3 John Gieve, 14 March 2008, “Sovereign wealth funds and global imbalances”, pp. 1-2.

* E.g. China and Singapore.

® Botswana, Chile, Abu Dhabi, or Kuwait.

® Russia, Alaska.

E.g. Korea or New Zealand.

8 Malaysia or Australia.

9 SWF are not new neither the sole large publicly-held pools of assets that are playing an increasingly
prominent role in the global investment arena. For a comparison of distinct forms of such public funds,
namely foreign exchange reserve funds, SWFs, and public pension funds, see Olivia S. Mitchell, John
Piggott, and Cagri Kumru, “Managing Public Investment Funds: Best Practices and New Challenges”,
NBER Working Paper, June 2008, No. 14078. The red light between SWFs and pension funds is not
always obvious as underlined by Truman’s scoreboard exercises that list a total of 56 SWFs in 38
countries (Truman, 2008). In the same way, if SWFs are linked to state or official assets, a lot of other
governments around the world hold significant stakes in listed companies: France, for example, tops
the rankings and holds listed equities valued at USD 280 billion, ahead of Russia that is second with
nearly USD 250 billion (Balding, 2008).

' See Gonzalez Cid, 2008.
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Investment Authorit}* in 1978. Singapore, with a powerful export base but a
relatively small economy, was one of the very first in Asia to create a fund,
establishing Temasek in 1974 and then the Government Investment Corporation of
Singapor& in 1981, with the aim of increasing the return on investment of its
external surpluses by targeting international portfolio investments since the very
inception. It was the commodity boom of the 2000s and the rise of emerging markets
economies which boosted the new wave of SWF creation, with China, Russia and
Dubai creating their own sovereign wealth management institttions

Policymakers, have to face certain issues related to SWFs. The first set of
issues that they have to face is to determine whether or not they should set up an SWF
to meet their broad policy objectives. In practice, a key question is to determine
whether the country has an “adequate” or “optimal” level of international reserves.
Even if the country has indeed an “ample” enough level, policymakers will have to
decide whether they will use the SWFs assets to meet balance of payments needs,
should they materialize. A related question is that of better alternatives to setting up
an SWF.

Second, once they have gone ahead and set up an SWF, policymakers will
have to decide on a number of operational questions which should be consistent with
their broad policy objectives. Operational objectives are needed to derive appropriate
investment policy and include funding, withdrawal, and spending rules.

Third, often overlooked, an adequate governance framework will have to give
clear indications as to which institution determines the SWF'’s policy objectives and
overall risk tolerance, its operational objectives, and its investment guidelines.

Finally, given the above, policymakers have to decide where to invest the
SWFs assets, that is its strategic asset allocation, starting with the elaboration of an
investment policy. The investment policy should be again consistent with broad
policy objectives. The operational objectives will drive the investment horizon, the
risk tolerance, and the investment environmaémtjuding asset classes and their

'L ADIA.

2GlIc.

13 Javier Santiso, October 2008, “Sovereign Development Funds: Key financial actors of the shifting
wealth of nations”, pp. 7-8.
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correlation, asset liability management and other constraints, which in turn, will
determine the strategic asset allocation.

Key issues, especially one, prone to political pressure, is the decision to invest
a share of the SWFs assets domestically. In this case, this decision should be
considered in the light of the broad policy objectives and the country’'s
macroeconomic policy framework. For instance, avoidance of the Dutch Disease
may lead to the decision of not investing domestically. Again, institutional
arrangements are important in the context of the SWF's investment policy. For
instance, policymakers, although they will bear the responsibility for the performance
on the SWFs’ assets, will have to take a position regarding the use of external
managers.

As regards the chapters to follow, Chapter 1 examines further details about
SWFs, concerning their origin, their similarities and differences with other funds, the
reasons and motives of their existence, their investment horizon and risk tolerance and
finally their impact on the economy as a whole. As the analysis goes on, Chapter 2
presents SWFs’ size by region and asset allocation, as long as, the benefits and
concerns stemming from these investment vehicles. In the main part of this thesis, is
analyzed the need for regulation and how Europe, OECD, IMF and Greece react at

this challenge.

4 This condition arises when foreign currency inflows cause an increase in the affected country's
currency. This has two main effects for the country with Dutch disease:

a. A decrease in the price competitiveness, and thus the exports, of its manufactured goods
b. An increase in imports.

The end result is that non-resource industries are hurt by the increase in wealth generated by the
resource-based industries.

15 Udaibir S. Das, Yingiu Lu, Christian Mulder, and Amadou Sy, 2009, “Setting up a Sovereign Wealth
Fund: Some Policy and Operational Considerations”, pp. 4-5.
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CHAPTER 1:What are SWFs?

1.1 Definition

SWFs is an heterogeneous group of investors that apply a wide range of
investment strategies reflecting their different objectives. When executing their
strategic asset allocatith some SWFs invest solely in publicly-listed financial
asset¥, while others invest across all major asset classes, including alternative
investments. Some SWFs invest relative to market indices and sometimes put
additional caps on the maximum holding of each company’s shares with a view to
ensuring diversification. Other SWFs that aim at maximizing absolute returns over
longer time horizons, may shift between different asset classes and acquire larger
stakes in specific companies that they see as profitable investments. It is unclear how
active is the role they have in these companies.

However, the evidence suggests that SWF are generally passive and long-term
investors with no desire to impact company decisions by actively using their voting
rights'®. Some apply social responsibility or ethical guidelines to rule out specific
industried® that may not conform to the social and ethical objectives of their
governments.

Most SWFs actively use external managers, either to match index returns or to
create active risk-adjusted retéftnAlthough, public sector investment managers—
such as reserve managers—have significant experience in fixed-income markets, they
often have limited capacity for investment in other asset classes, such as equities.
Thus, the SWFs rely on external fund managers to implement their strategic asset
allocation in areas where their capacity is limited.

Some SWFs have, however, established in-house capacity and operate as

highly professional investment managém@nd rely less on external managers than in

sAA.

"E.g., bonds and equities.

18 This means that they vote by proxy and often ask external managers to vote on their behalf.

¥ E.g., tobacco, military.

2 Some SWFs taking larger stakes in companies have explicitly relinquished their voting rights as a
condition for entering into private transactions; this was for instance the case when China Investment
Corporation acquired a stake in Blackstone Group of close to 10 percent in May 2007.

2LE.g., Norway, Abu Dhabi, and Singapore.
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their past. It is highlighted that by using external managers and passive index-based
investment strategies, SWFs may be able to obtain the desired asset class returns,
while avoiding potential scrutiny of their investments.

Substantially, SWFs, are considered to be government-owned investment
funds, set up for a variety of macroeconomic purposes and which are typically funded
by foreign exchange assets that invest long term overseas. They are quite distinct from
government-owned pension funds which have well-defined liabilities and from state-
owned enterprises whose primary function is production or the provision of séfvices.

More specifically, three key elements define an SWF:

1. Ownership: SWFs are owned by the general government.

2. Investments The investment strategies include investments in
foreign financial assets, so it excludes those funds that solely
invest in domestic assets.

3. Purposes and ObjectivesEstablished by the general government
for macroeconomic purposes, SWFs are created to invest
government funds to achieve financial objectives, and (may) have
liabilities that are only broadly defined, thus allowing SWFs to
employ a wide range of investment strategies with a medium- to
long-term timescale. SWFs are created to serve a different
objective than, for example, reserve portfolios held only for
traditional balance of payments purposes. While SWFs may
include reserve assets, the intention is not to regard all reserve
assets as SWFs?’,

As a result, the definition of sovereign wealth fund excludes, among other
things, foreign currency reserve assets held by monetary authorities for the traditional

balance of payments or monetary policy purposes, state-owned entétpriste

22 This definition has been extracted by the INTERNATIONAL MONETARY FUND, in collaboration

with the Monetary and Capital Markets and Policy Development and Review Departments, and
approved by Mark Allen and Jaime Caruana (February 29, 2008), pp. 26.

% ikewise, the intention is not to exclude all assets on the books of central banks: SWFs can be on the
books of central banks if they also are held for purposes other than balance of payments purposes (e.g.,
as intergenerational wealth transfer).

#International Working Group of Sovereign Wealth Funds, 2008, Generally Accepted Principles and
Practices, “Santiago Principles”, pp. 27.

** SOEs.
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traditional sense, government-employee pension funds, or assets managed for the

benefits of individuals.

1.1.1 Comparison with other funds

Most SWFs share certain characteristics that originate from their specific
nature. For example, the lack a continuous stream of outflows favours thesuit
of long-term investment strategies, as implemented by most SWFs. In this respect,
SWFs differ from sovereign pension funds that operate subject to explicit liabilities
and a continuous stream of payments, making SWFs maore similar to private mutual
funds. Second, the absence of explicit liabilities also has a bearing on the willingness
to take risk, as standard theory predicts a higher share of fixed income securities for
funds that are subject to recurring payments. Third, most SWFs appear to have
substantial exposure to foreign investments or are even entirely invested in foreign
asset®.

SWFs help avert boom-bust cycles in their home countries and facilitate the
saving and transfer across generations of proceeds from fiscal surpluses. Compared
with central bank managed reserve assets, SWFs allow for greater portfolio
diversification and focus more on generating higher returns.

Despite the scarce information available, two main traits of the portfolio
composition of SWFs can be identified: First, the largest part of SWFs’ holdings is
accounted for by foreign investment, although some SWFs either restrict their
portfolio to domestic assets. Second, the share of risky assets in SWFs’ portfolios
appears to be substantial. In fact, SWFs have, over recent years, acquired significant
shares in many large stock corporations in advanced economies, in particular, in the
financial sectd?’.

The distinguishing feature of SWFs from other investment vehicles is that they
are state funded. In general, SWFs are funded from accumulated foreign-exchange
reserves in their sponsor countries, but are managed separately from the official

reserves. Typically, SWFs have a diversified investment strategy, with a higher level

26 ECB Monthly Bulletin, January 2009, pp. 81-82.
2" ECB Monthly Bulletin, January 2009, pp. 84.
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of risk accepted in search of higher returns. SWF portfolios include a wider range of
financial assets, including fixed-income securities but also equities, real estate and
alternative investmenfts

One series of enforcement issues associated with SWFs are similar to the
issues associated with hedge funds. More specifically, some SWFs, or persons
associated with them, like some hedge funds, may undermine market integrity by
engaging in insider trading or other market abuses. SWFs, like hedge funds, are
relatively opaque and have, by virtue of their substantial assets, substantial power in
financial markets.

However, SWFs, unlike hedge funds, have power derived from being
governmental entities, which may give them access to government officials and
information that is not available to other investors. There is the potential for these
powerful market participants to obtain material non-public information, either by
virtue of their financial and governmental powers or by use of those powers, to
engage in illegal insider trading using that information. The magnitude of any such
conduct could be quite large given the assets these funds have at their disposal

More specifically, hedge funds have come a long way since the Sterling
attack. They have been linked to other instances of market turmoil, like the Mexican
Peso meltdown in 1994-95 and the Asian financial crisis of 1997-98. Studies have
revealed little evidence that hedge funds were mainly responsible for those episodes.
But their participation is not in dispute. The incident of near collapse of Long Term
Capital Management in 1998 and its subsequent recapitalisation by a consortium of
raised questions about the risks that large and highly leveraged hedge funds, doubted
systemic stabilit$f.

Although, the hedge fund industry has continued to grow. There are now about
6,000 hedge funds worldwide, managing more than US$550 billion. In 2001, some
US$140 billion of new capital was invested into hedge funds. By comparison, the

% Commission Of the European Communiti@ussels 2008, “A common European approach to
Sovereign Wealth Funds”, pp. 4.

29 Available at http://www.sec.gov/news/testimony/2008/ts020708Ict.htm.

%0 Yeo Lian Sim, 19 September 2002, “Hedge funds - a mainstream alternative”, pp. 1.
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entire industry was only US$20 billion in 1980While high net worth individuals
remain the main source of capital, hedge funds are becoming more popular among
institutional and retail investors. Funds of hedge funds and other hedge fund-linked
products are increasingly being marketed to the retail nfarket

Hedge funds are typically structured as private partnerships. Investors range
from wealthy individuals and charitable endowments to pension funds and sovereign
states. Hedge fund managers are charitable typically paid a fix@afeea cut of the
profits, typically 20%, every yedt A hedge fund is a vehicle for holding and
investing the funds of its investdrs Hedge funds typically offer their investors
liquidity access following an initial “lock-up” period, which is typically for less than
two year€’. Hedge funds are generally privately-owned investment funds, and so are
not regulated. These funds were developed as an alternative to openend investment
funds or mutual fund& The fund itself has no employees and no assets other than its
investment portfolio and cash, while its investors are its cfients

Hedge funds are typically open only to a limited range of professional or
wealthy investors. This provides them with an exemption in many jurisdictions from
regulations governing short selling, derivative contracts, leverage, fee structures and
the liquidity of interests in the fund. A hedge fund will typically commit itself to a
particular investment strategy, investment types and leverage levels via statements in

its offering documentation, thereby giving investors some indication of the nature of

31 Yeo Lian Sim, 19 September 2002, “Hedge funds - a mainstream alternative”, pp. 1, reference to
Brooks, C. and H.M. Kat, 2001, “The Statistical Properties of Hedge Fund Index Returns and Their
Implications for Investors”. 8th Annual Hennessee Hedge Fund Manager Survey, 2002.

% Yeo Lian Sim, 19 September 2002, “Hedge funds - a mainstream alternative”, pp. 1, reference to
Financial Stability Forum, 11 Mar 2002, “The FSF Recommendations and Concerns Raised by Highly
Leveraged Institutions: An Assessment”.

% This fee ranges from 1%-2% of assets under management.

34 ). Ballabon (President of the Ballabon Group LLC, a government relations and crisis management firm
in New York and Washington, DC.), June 2008, available at
http://library.findlaw.com/2008/Jun/1/247212.html.

% “Hedge Fund”, 18 January 2009 available at http://en.wikipedia.org/wiki/hedge.

% Securities And Exchange Commission, Release No. 1A-2333; File No. S7-30-04, Registration Under
the Advisers Act of Certain Hedge Fund Advisers (2004) pp.38, available at www.sec.gov.

37“What are Hedge funds?” http://Juseconomy.about.com/od/themarkets/f/hedge_funds.htm.

¥p Gaughan, 2007, “How Private Equity and Hedge Funds Are Driving M&A”, Wiley

eriodicals, Inc, pp. 59.

%9 “Hedge Fund”, 18 January 2009, available at http://en.wikipedia.org/wiki/hedge.
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the fund®. A key difference between hedge funds and other financial actors is that the
rate of hedge fund failure is considerably higher.

As concerns private equity, an important source of confusion and controversy
appears to be the lack of a generally accepted definition. This is not just a purely
academic question, but an important — and perhaps crucial — obstacle to regulation,
since private equity activities can conceivably be carried out in many different legal
forms. For example, private equity activities may be carried out by companies instead
of partnerships. Attempts to regulate one form of private equity might then be
contravened by the appearance of new functional forms. Alternatively, regulation may
have to be very comprehensive and costly for it to be effective.

Private equity or buyout firms are defined as investment funds which:

- buy, own and sell controlling positions, typically close to 100%, in mature
companies;

- finance a substantial pdttof their investments by debt;

- employ fund managers paid by performdfge

- have a finite life span and are dissolved after a finite number of'y&ars

Private equity firms raise their capital from a variety of sources, including
institutional investors such as pension funds. These investors have looked to private
equity firms as a way of achieving higher returns on their portfolio of investments.
Private equity market is a collection of funds that have raised capital by soliciting
investments from various large investors for the purpose of taking equity positions in
companies. When these investments acquire 100 percent of the outstanding equity of
a public company, we have a going-private transaction. When the equity is acquired
through the use of some of the investment capital of the private equity fund but
mainly borrowed funds, we tend to call such a deal a leveraged Buykhe fact that
these deals are very common investments for private equity funds has led some to call
these funds LBO funds.

“0M.Kinga, P.Maier , pp. 1-2.
“E.g. 2/3.
*2E.g., 20% of financial returns in excess of 8% a year.
“Eg.,5.
* S.Thomsen, 2009, “Should Private Equity Be Regulated?”, European Business
grganization Law Review 10, Cambridge University Press , pp. 98-99.
LBO.
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However, private equity funds may make other investments, such as providing
venture capital to nascent businesses. Funds established for this purpose are
sometimes called venture capital funds. Private equity funds seek out investments that
are undervalued. These could be whole companies that are not trading at values
commensurate to what the fund managers think would be possible. They could also be
divisions of companies that want to sell the units due to a change in strategy or a need
for cash. Funding for private equity firms often comes from larger pools of capital,
such as pension funds and charitable endowments seeking alternative investments to
help generate outsized returns to fund their long-dated liabilities.

Hedge funds are similar to private equity funds in many respects. Both are
lightly regulated, private pools of capital that invest in securities and compensate their
managers with a share of the fund's profits. Most hedge funds invest in relatively
liquid assets, and permit investors to enter or leave the fund, perhaps requiring some
months notice. Private equity funds invest primarily in very illiquid assets such as
early-stage companies and so investors are “locked in” for the entire term of the fund.
Hedge funds often invest in private equity companies’ acquisition finalishough
private equity funds and hedge funds are often lumped together, it is very important to
distinguish between the two categories. Hedge funds may be activist investors that try
to influence corporate governance, but they typically do not acquire controlling
ownership stakes. In contrast, private equity funds nearly always acquire ¥offtrol

1.2 Reasons of existence

The existence of SWFs is attributed to many reasons. To start with, in practice,
governments approach the establishment of an SWF when critical reserves are
available to be invested. More specifically, in the oil-exporting countries, these
reserves have built up largely due to high oil prices and the inability of these countries
to absorb all the revenues concurrently. Moreover, these reserves are likely to
increase. According to the IMF’'s most recent estimates, oil exporting countries will

accumulate about $300 billion to $400 billion of surpluses every year.

“5“Hedge Fund”, 18 January 2009, available at http://en.wikipedia.org/wiki/hedge.
*" See appendix pp. 88.
“8S.Thomsen, pp. 99.
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A second reason for capital build up in public h&h#sexchange rate policy.
For a variety of reasons, China and other East Asian countries have responded to
current account surpluses and capital inflows with reserve accumulation by the central
bank rather than allowing these surpluses both to be self-corrected and lodged in
private hands through currency appreciation

In addition, large foreign exchange inflows are not easy to sterilise. They tend
to contribute to asset price bubbles and higher inflation which itself can undermine
economic and financial stability. The effect of such inflows into China and oil
exporting countries has been compounded recently by their exchange rates being
pegged or managed against the falling dollar. This has contributed to the build up of
reserves and SWFs

1.2.1 Role and aim¥

SWFs may act as classical development finance institutions in their
homelands, and as such contribute to the diversification of their economies, but when
investing abroad, these funds tend to act as much more classical private asset
managers. As noted by Baldiigwho carefully analyzed their portfolios and asset
allocations strategies, SWFs have acted as rational and economically driven investors,
diversifying their portfolio by asset class and geographic region. They require returns,
risk adjusted diversification and, above all, good investments. But through their
investing in developing and emerging countries, they contribute to development:
generating employment, providing capital for infrastructure and supplying long term

money for diverse industries from telecoms to banking services.

9 A phenomenon most starkly associated with China.

%0 Aaditya Mattoo, Arvind Subramanian, The World Bank Development Research Group Trade Team,
July 2008, Currency Undervaluation and Sovereign Wealth Funds: “A New Role for the World Trade
Organization”, pp. 11-12.

*1 John Gieve, 14 March 2008, Speech by Sir John Gieve, Deputy Governor of the Bank of England, to
the Sovereign Wealth Management Conference: “Sovereign wealth funds and global imbalances”, pp.
5.

2 Javier Santiso, Director, OECD Development Centre Chair, OECD Emerging Markets Network,
October 2008*'Sovereign Development Funds: Key financial actors of the shifting wealth of nations”,
pp.7, and, Danny Leipziger, July 2008Economic Viewpoint”, Number 5.

> Balding, 2008.
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1.2.2 Motives for establishing SWFs

Next to shifting out of excessive reserves, economic diversification and
efficiency gains are major economic motives for establishing SWFs. For raw-material
rich countries, reducing resource dependence through vertical and horizontal sector
diversification is a major development goal. SWFs can serve this goal in several
ways: by helping limit unwarranted currency appreciation, it contains the
competitiveness burden for non-traditional industries (“Dutch Dise¥se”)

By investing in world-class business, technology transfer and network benefits
can be fostered and production efficiency be raised as a future driver of growth; by
investing in infrastructure, in particular with regional links, private-sector business
can be stimulated. This motive is particularly relevant in Asian countries where future
growth cannot be based on mere factor accumulation but requires greater reliance on
more efficient use of accumulated production factors. The aspect of boosting
efficiency in funds allocation may well explain the recent rush by SWFs to acquire
stakes in US financial intermediaries battered by the sub-prime lending’crisis

Another motive for setting up an SWF is to enable better management of the
public-sector balance sheet and to ensure that the asset management strategy of the
SWEF is consistent with an economy’s underlying macro-fiscal objectives, while
taking into account associated ri¥ks

1.3 Types of SWFs

As for the source of the saving surplus, SWFs can be divided into two types:
® Commodity-based fundsthat can be used for several purposes, including

fiscal revenue stabilization and preventing foreign exchange funds from

** Definition of Dutch disease: A surge in resource exports leads to a real appreciation of the county’s
exchange rate and this hurts other exporters and producers in import-competing sectors (Corden and
Neary,1982). A resource boom affects the economy througtesberce movement effect and through

the spending effect. For Dutch Disease to arise and become a serious policy issue, there must be other
sectors for which the rise in the real exchange rate would create problems relating to competitiveness.

* Deutsche Bank Research, July 18, 2008, “How to spend it: commodity and non-commodity
sovereign wealth funds”, pp 3-5.

* Deutsche Bank Research, July 18, 2008, “How to spend it: commodity and non-commodity
sovereign wealth funds”, pp 4-5.
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fanning inflatiorr’. They are established through the receipts from commaodity
exports owned or taxed by the government.

®  Non-commodity funds that are more commonly used to make stand-alone
investments, particularly when a country feels it has accumulated “excess”
foreign reserves in a particular currerftyThey are usually financed by a
transfer from the official foreign exchange reserves, hence via the country’s
central bank’.

They can also be broadly distinguished based on their main objé&ctive

®  Stabilization funds, designed to insulate the budget and the economy against
volatile commodity* price changes;

B Savings funds for future generationswhich aim to convert non renewable
non financial assets into a more diversified portfolio of assets yielding higher
returns;

® Reserve investment fundswhich are established to increase the return on
international reserves;

® Development funds for funding socioeconomic projects or promoting
industrial polices that might raise a country’s potential output growth; and

® Contingent pension reserve funds for covering contingent unspecified

pension liabilities on the government’s balance sheet.

1.4 Investment horizon and risk

The investment horizon reflects the time that the fund is expected to be used
and the period over which the return is to be maximized. Each of the operational

objectives specified above, implies an investment horizon. For intergenerational funds

" In the latter case, the fund would essentially work as a buffer, preventing too much money from
entering the country's economy all at once.

8 Some countries, particularly resource-rich states, signaled in 2007 that they believed they were
overly invested in-U.S. dollars and intended to diversify these holdings profitably through investments
made by SWFs. Member states of OPEC, the Organization of the Petroleum Exporting Countries, have
discussed the issue and said they will study whether oil should be priced in a currency other than
dollars, to help them scale back their dollar holdings. The urgency of this debate lost steam during the
second half of 2008, however, as the dollar rose against several other major currencies.

* Helmut Reisen, 2008, Oecd Development Centre, POLICY BRIEF No. 38 “How to Spend It
Commodity and Non-Commodity Sovereign Wealth Funds”, pp. 9-10.

¢ Global Financial Stability Report, October 2007, IMF Analysis, pp.46-47.

®1 By volatile commodity, we usually mean oil.
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and pension funds the horizon is typically very long, for stabilization funds the
horizon is relatively short, depending on the average commodity price cycle. For
return focused funds, the time horizon is more fluid and depends on whether the focus
is on keeping the funds forever (endowments), or on depleting the funds through
interventions/withdrawals.

In practice, there are also other uncertainties that need to be taken into account
in deriving the investment horizon. In particular, the size of reserves of natural
resources may be uncertain or there may be unusual (politically motivated) claims on
the funds. Typically these forces work in opposite directions. Resources that are
depleted are often replaced by discoveries of new deposits, especially in larger
countries, and this lengthens the time horizon. Over the existence of the fund there
may be political changes with parties taking a dimmer view on the need to save for
future generations, which uncertainties reduce the investment horizon. These
arguments can be reflected by assigning a larger discount rate to future inflows
(effectively assigning a lower probability to them), or by taking a more agnostic
approach and reducing the investment horizon, thus reducing the horizon over which
one is maximizing the retuth

The ultimate responsibility for the performance on the assets managed
externally is entirely that of the SWF. The SWF or the government still bears all the
risk—market, credit, and liquidity risks—no matter whether assets are managed
internally or externally. Accordingly, the SWF should make sure that the risks taken
by external managers are within the SWF's overall tolerance for these risks. In
particular, the strategic asset allocation, reflected in clear benchmarks for the currency
composition and investment risk proffeemains the SWFs owner's responsibility.

The risk parameters that are to be used to measure and report on risks should
be clearly specified, as well as the instruments that the external managers are allowed

to use. It is crucial that the risks involved in the portfolios managed externally are

62 Udaibir S. Das, Yingiu Lu, Christian, Mulder, and Amadou Sy, 2009, “Setting up a Sovereign
Wealth Fund: Some Policy and Operational Considerations”, pp. 4-5.
%3By risk profile, we mean: duration, credit, etc.

Regulating Sovereign Wealth Fundgd 8
I n search of the Golden Mean



evaluated in conjunction with the risks on portfolios that are internally managed, so
that a global view of the risks of the SWF is obtaffied

The risk tolerance is a key constraint on the maximization of the expected
return over the investment horizon. The risk constraint is based on the ultimate
stakeholders’ willingness and ability to take risk. Ideally, the risk preference focuses
on the entire investment horizon, and can take the form of a maximum acceptable
deviation at the points of withdrawals and the risk/return trade offs at these points. In
other words, there is less of a need to be concerned about daily volatility if the
investment horizon is a year. For example, the value of the investment can increase
and decrease daily by 10 percent but the key aspect is the value in a year’s time when
the withdrawal takes plate

However, in practice, investors may have some concerns about short-term
volatility. A typical constraint in new SWFs is therefore the sponsor’'s desire to
preserve capital. A capital preservation objective is equivalent to zero tolerance for
negative returns, in either nominal or real terms. If formulated with regard to the start
of the Fund this constraint has a time dimension: over time a buffer is built up to
allow more risk. In other words, adding this constraint of capital preservation allows
an easing into a risk tolerance that is more reflective of the real investment horizon. In
this regard, an early start with investing resources to build up a buffer, having an
oversight body with experienced and respected professionals, and educating lay

stakeholders can help limit the cost imposed by this additional contraint

1.5 Impacts

At this point, can be deducted the impact of SWFs on the economy and the
society in general. More specifically, through their emergence, it is withessed a major
rebalancing of the wealth of nations. SWFs have become prominent and important

players in many financial markets. But we should not exaggerate their impact on the

® Udaibir S. Das, Yingiu Lu, Christian, Mulder, and Amadou Sy, 2009, “Setting up a Sovereign
Wealth Fund: Some Policy and Operational Considerations”, pp. 18.

® Approved by Mark Allen and Jaime Caruana, February 29, 2008, “Sovereign Wealth Funds—A
Work Agenda”, pp.5-6, 9-11, 14.

% Udaibir S. Das, Yingiu Lu, Christian, Mulder, and Amadou Sy, 2009, “Setting up a Sovereign
Wealth Fund: Some Policy and Operational Considerations”, pp. 4-5.
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global financial system. In aggregate, their assets under management are currently
only less than one-twentieth of those held by private sector participants such as
pension, insurance and mutual funds as well as hedge funds and private equity. And
they account for about 2% of the total size of equity and bond markets globally. Even

in five years time — and on some of the fastest growth projections — assets under
management by SWFs are projected to reach only about 6% of global financial

asset¥. Moreover, though they have more assets under management than hedge
funds they have smaller investments since they are not lev&t£ded

1.5.1 Impacts on Financial Markets

Transfers of sizeable amounts of traditional foreign exchange reserves into
SWFs may have also an impact on global capital flows since such funds are likely to
pursue an investment strategy that differs considerably from that of central banks.
Whether SWFs could have an impact on financial stability will depend critically on
the motives underlying the investment decisions of such funds. In fact, provided that
these funds pursue only financial objectives, SWFs may contribute to a widening of
the long-term investor base for risky assets. In this regard, measures aimed at
restricting capital flows into developed countries entail the risk of curtailing these
benefits®.

A key question is how SWFs affect policy and policy coordination in the
domestic economy. SWFs’ assets, and the returns they generate, are likely to have a
significant impact on a country’s public finances, monetary conditions, the balance of
payments, and balance-sheet linkages. They may also affect public sector wealth, and
have implications on private sector’s behaviour. Well-designed SWFs can support
sound fiscal and monetary policies, and mitigate Dutch disease effects. At the same
time, SWFs may also create macroeconomic policy challenges, and appropriate
coordination between the SWF and the fiscal and monetary authorities. At least four

" Morgan Stanley, 31 May 2007, “Sovereign Wealth Funds and Bond and Equity Prices”

% John Gieve, 14 March 2008, Sovereigealth funds and global imbalances, pp. 3-4.

% That said, the assets held by SWFs are highly concentrated, with around 70% of total assets held by
the five largest funds. So the largest sovereign wealth funds could have an impact on some markets
especially smaller ones such as other EMEs.

0 ECB Monthly Bulletin, January 2009, pp. 85.
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policy angles are relevant: fiscal policy, monetary policy, balance sheet implications,
and external stability.

Another key question is how SWFs affect global financial matke®\VFs
can play a stabilizing role in global financial markets. First, it is highlighted that as
long-term investors with no imminent call on their assets, and with mainly
unleveraged positions, SWFs are able to sit out longer during market downturns or
even go against market trends. Second, large SWFs may have an interest in pursuing
portfolio reallocations gradually so as to limit adverse price effects of their
transactions. Third, SWFs’ investments may enhance the depth and breadth of
markets. Fourth, SWFs could, as long-term investors and by diversifying the global
investor base, contribute to greater market efficiency and lower volatility. Currently,
SWFs are generally not regarded as highly leveraged and there is little evidence of
sudden shifts in portfolio allocations.

Additionally, significant effects may be felt on mature sovereign debt
marketg®. First, SWFs may increasingly diversify their existing portfolio away from
low-risk, short-term instruments, such as U.S. Treasury bills, and into longer-term
equity stakes. This may affect interest rates and equity prices. Second, if SWFs
diversify away from dollar holdings, and invest more in line with global equity
indices, a decline in capital inflows into the United States may cause an increase in
real interest rate differentials and dollar depreciation.

However, at present the above effect appears to have been offset to some
degree by the announced large injections of capital into the U.S. banking sector. In the
rest of the world, higher capital inflows would lead to lower real interest rates, more
appreciated currencies in real effective terms, and higher domestic demand. Estimates
of this sort are inevitably subject to many caveats: these include uncertainties over

shifts in asset allocation, and the fact that the reactions of other investors are not taken

" Approved by Mark Allen and Jaime Caruana, February 29, 2008, “Sovereign Wealth Funds—A
Work Agenda”, pp. 11-14.
2 pApproved by Mark Allen and Jaime Caruana, February 29, 2008, “Sovereign Wealth Funds—A
Work Agenda”, pp. 11-14.
Approved by Mark Allen and Jaime Caruana, February 29, 2008, “Sovereign Wealth Funds—A
Work Agenda”, pp. 11-14.
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into account. But they demonstrate the likely direction of the effects, also supported

by separate research based on a gravity model and other ‘$tudies

1.5.2 Impacts on Fiscal Policy

An SWF can be a useful fiscal policy tool, provided that it is well-integrated
in a sound overall fiscal management framework. In particular, SWFs can facilitate
fiscal stabilization, and/or the saving of fiscal resources for long-term pufposes
They can also introduce more professional and comprehensive investment and risk
management frameworks, and enhance the transparency and accountability in the
management of government financial assets. Sound management of an SWF can
result in higher risk-adjusted returns and could help to reduce or eliminate the
opportunity costs of reserves holdings.

However, SWFs may also pose fiscal risks when they are poorly managed.
International experience has shown that oil funds with rigid operational rules and the
authority to spend independently, or those that are involved in quasi-fiscal activities,
have led to a fragmentation of the budget process. This has potential negative
implications for the efficiency and transparency of resource allocation and cash
management, in particular when control and monitoring mechanisms aré®weak
Moreover, since SWFs can potentially generate losses, the fiscal authorities, given
their fiduciary role, have a direct stake in ensuring an adequate risk profile and sound
management of their SWFs. Finally, SWFs need to be taken into account in public

sector solvency and debt sustainability assessments.

" Foreign official investors are estimated to have kept 10-year U.S. Treasury nominal yields 100 bps
lower than otherwise. “International Capital Flows and U.S. Interest Rates,” NBER Working Paper
12560, Francis E. Warnock and Veronica C. Warnock, October 2006. Morgan Stanley estimates that
over the next decade bond yields may rise by 30—40 basis points, while the equity risk premium falls by
50-70 basis points (Morgan Stanley: “Economics and Currencies—Sovereign Wealth Funds and Bond
and Equity Prices,” May 2007).

S E.g. preparing for population aging or facilitating intergenerational transfers.

® See “The Role of Fiscal Institutions in Managing the Oil Revenue Boom”, March 5, 2007,
www.imf.org/external/np/pp/2007/eng/030507.pdf.
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1.5.3 Impacts on Monetary Policy

As concerns the monetary poliéyin some circumstances, the activities of
SWFs could have a bearing on the exchange rate as investment abroad, followed by
the repatriation of returns, involving currency transactions. If SWFs have discretion
over whether they invest domestically or abroad, then decisions over investments will
require careful coordination with the monetary authorities. Otherwise, a sizeable shift
from foreign into domestic assets would pose difficulties for the monetary authorities’
sterilization operations. Possible SWF investments in domestic assets also raises an
additional set of issues as they add to domestic demand, can cause local asset price

bubbles, and may complicate monetary policy by injecting liquidity into the system.

1.5.4 Impacts on External Stability

SWFs may also have important implications for the assessment of members’
external stabilit{? both in the current and capital account. These are relevant for both
the surveillance of countries with SWFs and for countries that receive large SWF
inflows. For countries with SWFs, the SWF is likely to be a key part of the
assessment of external stability- which requires the country’s net external asset
position to be evolving in a manner consistent with the country’s structure and
fundamentals, usually measured by the underlying current account. For commodity
exporters, it may be appropriate to run transitory current account surpluses during the
period in which the resources are being extracted and exported, and to draw down the
assets after the resources have been exhausted. So, the impact of transitory price
shocks and the depletion of natural resources need to be taken into account when
forming a view on a country’s external stability position.

For other countries with SWFs—where the accumulation of net foreign assets
may in-some cases be related to exchange rate policies—the assessment of external

stability is likely to be less affected by swings in commodity prices. In these cases,

" Approved by Mark Allen and Jaime Caruana, February 29, 2008, “Sovereign Wealth Funds—A
Work Agenda”, pp. 11-14.
8 Approved by Mark Allen and Jaime Caruana, February 29, 2008, “Sovereign Wealth Funds—A
Work Agenda”, pp. 11-14.
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exchange rate policies may be aimed at an export-oriented development strategy or a
desire to self-insure against economic and financial risks. The assessment of external
stability would need to consider reserve adequacy.

For countries that receive SWF inflows, these flows are likely to affect the
capital and financial account, and relative prices, and thus may affect external
stability. A better understanding of the character and motive of SWF-related inflows
may lead to a better policy reaction, and could alleviate concerns that such flows
might suddenly reverse. While the challenges in managing these capital flows will be
small for large advanced economies, they may be acute for small open ecéhomies

and for economies with nascent capital markets.

9 |f these flows are large relative to total capital flows.
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CHAPTER 2: Size and issues around SWFs

2.1 SWEs’ approximate size

Over the past decade SWFs have grown rapidly. Originally, they were
confined to a limited number of countries. Today, more than thirty countries have
SWFs, with twenty new SWFs created since 2000. Sustained surpluses for the oil
producing and Asian economies have led to reserves well beyond the needs of
exchange rate management. Some of these reserves have been channelled into SWFs.

The assets managed by SWFs are estimated at $ 1.5-2.5 trillion —equivalent to
about half of global official reserves, or the combined assets of all hedge funds and
private equity firms. This makes SWFs a small but significant share of the global
equity market capitalisation of $ 50 trillion. Even if estimates of the SWFs future
scale differ, it is clear that the growth trend will contiffu®&:

The 14 largest SWFs are estimated to have approximately USD 2.2 trillion
under management. Some market estimates put combined assets as high as 3.5 trillion
dollaré?. The estimated combined assets of the world's 14 largest SWFs now
constitute nearly half the size of the world’s total official foreign exchange reserves.

Since 2005, at least 17 SWFs have been created. As other countries grow their
currency reserves they will seek greater returns. Their growth has also been
skyrocketed by rising commaodity prices especially oil and gas, specifically between
the years of 2003 - 2088

The map’, below, and the diagram on table 1, depict the regions around the

world that use SWFs as investment vehicles.

8 Commission Of The European Communities, Communication From The Commission to the
European Parliament, The Council, The European Economic And Social Committee And The
Committee Of The Regions, Brussels 2008, “A common European approach to Sovereign Wealth
Funds”, pp. 4.

81 Some forecasts predict a fourfold increase in the next decade, putting the possible scale of SWFs at $
12 trillion by 2015.

8 Morgan Stanley, Standard Chartered, Deutsche Bank and Merrill Lynch all recently produced
estimates, ranging from USD 2.5 to 3.5 trillion.

8 See appendix pp. 88.

8 Available at: http://www.swfinstitute.org/research/commoditiesswf.php.
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The emergence of SWFs should be seen in this broader perspective: financial
actors from developing countries are playing with other OECD financial giants as
equals. These new global players are no longer headquartered in The City of London,
or in the Boston or New York financial districts but in hitherto more exotic places

like Beijing, Singapore or Dubai. They already represent sizeable global financial

8 Available at: http://www.swfinstitute.org/research/commoditiesswf.php.
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players. The largest SWF, from United Arab Emirates, Kuwait and China, for
example, have reached the same scale as the largest global asset managers or the
biggest hedge funds and private equity firms.

Typically, the largest SWFs with assets of more than USD 100bn (heavy
SWEFs) are either from oil exporting countries or from East Asia. They form part of
the respective country’s national total capital which is defined as the sum of net
financial assets, the physical capital stSckhe unused (clean) environment, human
capital and unexploited natural resources. Extracting and selling oil amounts to
running down capital, unless the receipts are fully reinvested in financial, physical,
environmental or human capital. Thus, “genuine” savings would be negative, unless
exhaustible resources are fully reinvested, as oil-rich countries would deplete their
total capital. The World Bank (2006) has calculated that many resource-abundant
economies have negative “genuine” saving rates and are becoming poorer each
yeaf’.

The following table presents the countries which use SWFs and their size in
USD milliong®.
Table 2

World (sum of all countries) $ 7,520,566
1 People's Republic of China $ 2,131,600 Jun 2009

(not including Hong Kong & Macau which have
different currencies)

2 Japan $ 1,044,327 Jul 2009

8 E g. real estate, machines, plantations.

8 Helmut Reisen, 2008:How to Spend It: Commodity and Non-Commodity Sovereign Wealth
Funds” POLICY BRIEF No. 38, pp.7-8.

8 Although foreign exchange reserves are commonly measured in USD, recent dollar devaluation
against other reserve currencies does not necessarily reflect an improvement of finances.

89 'Source: Sovereign Wealth Fund Institute, IMF, and other Governmental Sources.
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11
12
13
14
15
14
16
17
18
19
20
21
22
23
24
25

Russia

Eurozone

(EU member states which have adopted the EL

incl. ECB)
Saudi Arabia

India
Taiwan
South Korea
Brazil
Singapore
Hong Kong
Germany
Algeria
France
Malaysia
Thailand
Algeria
United Kingdom
Italy

Mexico
Turkey
Switzerland
Iran

United States
Libya
Norway
Poland

Australia

$ 435,400
$ 569,213

$ 395,467
$ 313,354
$ 286,860
$ 264,300
$ 223,713
$ 168,802
$ 160,700
$ 150,377
$ 126,905
$ 113,058
$ 122,000
$ 109,400
$ 126,905
$ 99,956
$ 106,843
$ 79,925
$ 73,300
$ 70,481
$ 70,000
$ 69,668
$ 65,510
$ 45,117
$ 58,311
$ 33,394

Dec 2008
Feb 2008

May 2009
Apr 2008
Mar 2008
Mar 2008
Sep 2009
Sep 2008
Mar 2008
Mar 2008
Mar 2008
Aug 2008
Apr 2008
Apr 2008
Mar 2008
Mar 2008
Feb 2008
Jan 2008
Dec 2007
Sep 2007
Jan 2008
Oct 2007
Dec 2007
Aug 2009
Sep 2007
Feb 2008
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26

27
28
29
30
31
32
33
34
35
36
37
38
39
40
42
43
44
45
46
47
48
49
50
51

Indonesia

European Central Bank

$ 58,299
$ 65,543

(ECB, reserves not wholly owned by any single

member)
Nigeria
Argentina
Canada
Romania
Denmark
Czech Republic
Philippines
Ukraine
Venezuela
South Africa
Egypt
Sweden
Israel
United Arab Emirates
Netherlands
Hungary
Morocco
Peru

Kuwait
Colombia
Vietnam
Lebanon
Kazakhstan

Chile

$ 59,700
$42,891
$ 43,057
$ 38,203
$ 35,941
$ 34,909
$ 33,700
$ 32,768
$32,723
$ 31,761
$ 31,140
$ 29,330
$ 28,423
$ 29,620
$ 23,337
$ 22,913
$ 22,409
$ 20,977
$ 19,630
$ 20,553
$ 20,000
$ 19,400
$ 19,250
$ 22,240

Mar 2008
Feb 2008

Mar 2008
Sep 2007
Mar 2008
Sep 2007
Sep 2007
Dec 2007
Dec 2007
Nov 2007
Mar 2008
Oct 2007
Dec 2007
Jun 2007
Dec 2007
Dec 2007
Jun 2007
Jun 2007
Jun 2007
Jun 2007
Dec 2007
Sep 2007
Sep 2007
Dec2007
Dec 2007
Dec 2007
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52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
12
73
74
75
76
77
78
79

Slovakia
Bulgaria
Spain
Serbia

Iraq
Pakistan
New Zealand
Austria
Belgium
Croatia
Macau
Angola
Portugal
Yemen
Botswana
Trinidad and Tobago
Finland
Tunisia
Jordan
Lithuania
Oman
Syria
Bangladesh
Qatar
Latvia
Cyprus
Guatemala

Bolivia

$17,598
$ 17,400
$17,384
$ 16,067
$ 15,650
$ 15,370
$ 15,566
$ 13,702
$ 13,467
$ 13,400
$ 12,500
$ 12,290
$ 9,826
$ 8,636
$ 10,023
$7,254
$8,185
$ 6,835
$ 6,392
$ 6,139
$ 7,004
$ 5,500
$ 5,490
$ 8,368
$ 4,928
$ 4,709
$ 4,253
$ 3,900

Jun 2007
Dec 2007
Jun 2007
Dec 2007
2006 est.
Jan 2008
May 2007
Jun 2007
May 2007
Nov 2007
Oct 2007
Oct 2007
Jun 2007
Apr 2007
Nov 07

Apr 2007
Nov 2007
Jun 2007
Mar 2007
Jun 2007
Dec 2007
2006 est.
Jan 2008
Dec 2007
Jun 2007
Apr 2007
May 2007
Jun 2007
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80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107

Sudan

Uruguay
Turkmenistan
Bahrain
Equatorial Guinea
Malta

Uzbekistan
Greece

Estonia

Sri Lanka

Honduras

Bosnia and Herzegovina

Kenya

Cuba

Ecuador

Costa Rica
Tanzania

Belarus

Iceland

Jamaica

Dominican Republic
Ghana

El Salvador

Burma

Papua New Guinea
Republic of Macedonia
Albania

Azerbaijan

$ 1,245
$ 3,527
$ 3,644
$3,474
$ 3,235
$ 3,065
$ 2,986
$2,831
$2,824
$ 2,810
$2,778
$ 2,700
$ 2,680
$2,618
$ 2,514
$ 2,500
$2,375
$ 2,344
$ 2,314
$ 2,150
$ 2,106
$ 2,098
$ 2,046
$ 2,000
$ 1,852
$ 1,845
$1,812
$ 4,000

Dec 2007.
May 2007
Dec 2007
Dec 2007.
2006 est.
2006 est.
2006 est.
Jun 2007
Jun 2007
2006 est.
2006 est.
2006 est.
Apr 2007
2006 est.
2006 est.
2006 est.
2006 est.
Jun 2007
Jun 2007
2006 est.
2006 est.
2006 est.
Apr 2007
Jan 2008
Jul 2007
2006 est.
Dec 2006
Dec 2007
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108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135

Cambodia
Paraguay
Cote d'lvoire
Uganda
Mauritius
Mozambique
Cameroon
Burkina Faso
Georgia
Armenia
Panama
Slovenia
Ethiopia
Senegal
Zambia
Kyrgyzstan
Moldova
Ireland
Gabon
Nicaragua
Benin
Madagascar
Congo
Lesotho
Namibia
Rwanda
Chad

Togo

$ 1,600
$ 1,543
$ 2,500
$ 1,400
$ 1,358
$ 1,470
$ 1,336
$1,328
$ 1300
$ 1,270
$ 1,260
$ 1,204
$ 840
$ 1,180
$ 1,050
$ 893
$ 879
$ 842
$ 835
$723
$ 607
$ 563
$ 547
$528
$ 480
$ 423
$ 353
$ 334

Dec 2007
2006 est.
Dec 2007
2006 est.
2006 est.
Nov 2007
2006 est.
2006 est.
Jun 2007
Aug 2007
Dec 2007
May 2007
Dec 2007
2006 est.
2006 est.
May 2007
Jun 2007
May 2007
2006 est.
2006 est.
2006 est.
2006 est.
2006 est.
2006 est.
2006 est.
2006 est.
2006 est.
2006 est.
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136 Laos $ 317 2006 est.

137 Guyana $ 295 2006 est.
138 Luxembourg $ 259 May 2007
139 Swaziland $ 228 2006 est.
140 Tajikistan $ 209 2006 est.
141 Malawi $176 2006 est.
142 Cape Verde $ 166 2006 est.
143 Zimbabwe $ 140 2006 est.
144 Haiti $ 123 2006 est.
145 Gambia $ 88 2006 est.
146 Burundi $88 2006 est.
147 Belize $79 2006 est.
148 Samoa $70 2004 est.
149 Guinea $ 60 2006 est.
150 Seychelles $ 45 2006 est.
151 Tonga $41 2005 est.
152 Vanuatu $41 2003 est.
153 Eritrea $31 2006 est.
154 S&o Tomé and Principe $ 25 2006 est.

Firstly, it can be deducted from the above, that SWFs are, for the most part,
emerging market institutions. Only 19% of them are from OECD and developed
countries. The majority are from the Middle East and Asia. They are key engines of
development finance within their homelands and some are very explicitly involved in
national strategies of industrial diversification. This is the case of Malaysia’s
Khazanah, which is actively involved in financing long term projects and
infrastructures throughout the courifty The same applies for Kazyna, one of

Kazakhstan’s SWFs, mandated to promote innovative industrial projects and

% Radhi, 2008.
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contribute to diversification toward more value added and employment-intensive
industries for the oil rich countf{ This is also the case of their private equity arms,
sophisticated financial institutions like Mubadala from Abu Dhabi or Istithmar from
Dubai, in the Gulf — who consider themselves however as private investors rather
than sovereign funds.

Secondly and even more interestingly, SWF have not only become major
development finance institutions in their own countries, but are also becoming major
players of development throughout the developing world. Although recent stakes in
big OECD banks have dominated newspaper headlines and SWF bailouts of Western
financial institutions were indeed strikiffg sovereign funds’ bets on emerging
economies are in fact equally significant. Some of SWFs’ biggest investments have
taken place in developing countries in Asia, Africa or Latin America, with the

likelihood of this increasing in the future

2.2 Asset allocation

On average SWFs’ asset allocation is split between fixed income securities
(35-49%), equity securities in listed corporations (50-55%) and the remaining (8-
10%) in alternative investments such as hedge funds, private equity companies or
other product®. This is an average estimation and obviously strategies diverge
importantly between institutions. In the case of Norway, for example, equities
accounted in 2007 for 40% of the fund’s strategic benchmark portfolio and consisted
mainly in Europe-listed equities (50%), America and Africa (35%) and Asia/Oceania
(15%). Fixed income accounted for the remaining 60%, denominated mostly in
currencies from Europe (60%), America and Africa (35%) and Asia/Oceanid®(5%)

In the case of the National Oil Fund of Kazakhstan, inspired by Norway’s experience,
assets were split into stabilisation and savings portfolios. The stabilisation portfolio

has been mainly invested in high liquid money market instruments while the savings

°I Nurbek, 2008.

““Totaling 35 billion by the end of 2007.

% Helmut Reisen, January 2008, “How to Spend it: Sovereign Wealth Funds and the Wealth of
Nations”, OECD Development Centre, Policy Insight.

% Fernandez and Eschweiler, 2008.

% Kjaer, 2008.

Regulating Sovereign Wealth Fundg4
I n search of the Golden Mean



portfolio has been invested mostly in fixed income instruments (75%), but also
equities (25%) °’

The largest SWFs have more assets under management than the world’s
biggest hedge funds, though they continue to command significantly less market
exposure than the largest global asset managers. As regards the relative size of SWFs,
total assets are relatively small compared with the more than USD 50,000 billion
managed by the private asset management industry.

However, the largest SWFs, currently, already manage portfolios that are in
the order of magnitude of the biggest private investment companies and could in the
future — to the extent that external surpluses are increasingly accumulated in SWFs or
that existing reserves are shifted into such funds — even exceed the largest private
investment managers’ portfolios.

Oil exporters, mostly from the Middle East, but also Norway’s Government
Pension Fund, are estimated to account for the largest part of total assets managed by
SWFs. A smaller fraction, of around USD 600 billion, is accounted for by Asian
emerging economies, most notably Singapore, which has been running SWFs since
the 1970s. But also mature economies, other than Norway, have set up SWFs, mostly
to save receipts from the exploitation of natural resources. In sum, a plausible
estimate of total assets managed by SWFs ranges from USD 2,000 to 3,008 billion

The following tablé® presents the amount of assets of SWFs in billion USD,
their inception, origin, SWF to foreign exchange reserve ratio and Linaburg- Maduell

transparency indéX.

Javier SantispOctober 2008, “Sovereign Development Funds: Key financial actors of the shifting
wealth of nations”, pp.6-10.

" Sartbayev, Izabasarov, 2008.

% ECB Monthly Bulletin, January 2009, “Foreign Asset Accumulation by Authorities in Emerging
Markets, pp.82-85.

“Available athttp://www.swiinstitute.org/research/transparencyindex.php.

190 The Linaburg-Maduell transparency index is a method of rating transparency in respect to sovereign
wealth funds.
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Table 3%

Abu Dhabi
UAE - Abu _
_ Investment  $627 1976 Oil 13.9 3
Dhabi

Authority

Norway Government $445 1990 Oil 8.8 10
Pension Fund
Global

Saudi SAMA Foreigr
Arabia Holdings

n/a Oil 1.1 2

China SAFE $347.1** Non- 0.2 2
Investment Commodity
Company
China

. Non-
China Investment  $288.8 2007 _ 0.1 6
_ Commaodity

Corporation

Singapore Government 0 $247.5 1981 Non- 1.4 6
Singapore Commodity

Investment

Corporation
Kuwait

Kuwait  Investment $202.8 1953 Oil 10.6 6
Authority

Russia National $178.5* 2008 0]] 0.4 5

101 see appendix pp. 89.
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Welfare Fund

_ National Socia Non- .
China _ $146.5 2000 _ nil 5
Security Fund commodity

China- HongKong $139.7 1993 Non- 1.0 8
Hong Monetary Commaodity

Kong Authority
Investment

Portfolio

. Temasek Non-
Singapore _ $122 1974 . 0.7 10
Holdings Commaodity

Libya Libyan $65 2006 Oill 0.8 2
Investment
Authority

Qatar
Qatar Investment  $65 2003 oil 8.6 5

Authority

Australia  Australian $49.3 2004 Non- 1.8 9
Future Fund Commodity
Revenue

Algeria  Regulation  $47 2000 0]] 0.3 1
Fund

Kazakhsta Kazakhstan  $38 2000 Oil 11 6

National Fund

National
] Non-
Ireland Pensions $30.6 2001 . 36.6 10
Commaodity
Reserve Fund

Brunei Brunei $30 1983 o]] 1
Investment
Agency

France Strategic $28 2008 Non- 0.2 new
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Azerbaijan State Oil Fund $11.9

US - New

Mexico

Canada

Nigeria

New

Zealand

Brazil

Oman

Botswana

Saudi
Arabia

China

East Timor Petroleum

us -
Wyoming

New Mexico $11.7
State

Investment

Office Trust

Alberta's
$11.1

Heritage Fund
Excess Crude $9.4
Account

New Zealand

Superannuatic $8.6
Fund

Sovereign $8.6

Fund of Brazil

State General

Reserve Fund

Pula Fund $6.9
Public

Investment  $5.3
Fund

China-Africa $5.0

Development

Fund

Timor-Leste

$4.2

Fund
Permanent $3.6

Wyoming
Mineral Trust

1999
1958

1976

2004

2003

2009

1980

1996

2008

2007

2005

1974
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Oill
Non-

Commaodity

Oill

Oill

Non-

Commaodity

Non-

commodity
Oil & Gas

Diamonds

& Minerals

Oil

Non-

Commaodity

Oil & Gas

Minerals

0.6
0.2

0.4

0.2

0.8

nil

0.3

0.7

nil

nil

n/a

nil

10

10

new



Fund

Malaysia 1Malaysia $3.1

Development
Berhad

Heritage and
Trinidad &

Stabilization $2.9

Tobago
Fund

RAK $1.2
UAE - Ras Investment

Al Authority
Khaimah

Venezuela FIEM $0.8

Vietnam State Capital $0.5

Investment
Corporation
Revenue

Equalization $0.4
Reserve Fund

Kiribati

Indonesia Government $0.3
Investment
Unit
National Fund

. for
Mauritania $0.3

Hydrocarbon
Reserves

UAE -

Federal

Emirates X

Investment
Authority
Oman

Oman X
Investment

2008

2000

2005

1998
2006

1956

2006

2006

2007

2006

Oil

Oill

Oill

Oil
Non-

Commaodity

Phosphate

Non-
commodity

Oil & Gas

Oil

Oill

nil

n/a

nil

0.1

n/a

n/a

Regulating Sovereign Wealth Fundg9
I n search of the Golden Mean



Fund

UAE - Dubai World X 2006 Oill X n/a
Dubai
Total Oil &
$2,245.8
Gas Related

Total Other  $1,565.9
TOTAL $3,811.7

*This includes the oil stabilization fund of Russia.

**This number is best guess estimation.

***All figures quoted are from official sources, or, where the institutions concerned
do not issue statistics of their assets, from other publicly available sources. Some of

these figures are best estimates as market values change day1o day

2.3 Issues relating to SWES' investments

2.3.1 Which are the benefits?

SWFs have much to offer. Their gradual rise could, in theory, be broadly
positive. More efficient government investment potentially means more government
money. For the countries making the investments, this could translate into lower
taxes, better public works and stronger state-run businesses. For resource-exporting
states concerned about long-term economic viability, SWFs also present a possible
source of sustainable long-term capital growth. For the companies being purchased,
and the countries in which they are located, capital inflows can also be a net positive.
More capital means more money for research and development, and more money to

pay salarie¥®

192 ypdated October 2009.
193 policy paper published by the University of Pennsylvania's Wharton Business School, November
2007, available at http://www.cfr.org/publication/15251/.
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SWEFs’ recent injections of capital into several OECD financial institutions
were stabilising because they came at a critical time when risk-taking capital was
scarce and market sentiment was pessimistic. They help to recycle savings
internationally and generally have a good track record as long-term investors. They
contribute to the economic development of their home countries; for example, they
help to shield their economies from volatility in commaodity markets, improve the
risk-return profile of government-controlled portfolios and may boost financial and
fiscal management capacities. In recipient countries, SWFs can also bring the benefits
normally associated with foreign investment such as stimulating business activity and
creating job&*

As far as, home countries are concerned, they facilitate the saving and
intergenerational transfer of proceeds from non renewable resources exports and help
reduce boom and bust cycles driven by changes in commodity prices. They also allow
for a greater portfolio diversification and focus on return.

From the viewpoint of international financial markets, SWFs can facilitate a
more efficient allocation of revenues from commadity surpluses across countries and
enhance market liquidity, including times of global financial stress. They could, also,
contribute to a widening of the long-term investor base for non-government securities,
including corporate bonds, private equity, emerging market assets, real estate and
commodities, and more efficient sharing and diversification of risk, greater market
efficiency, lower volatility, and increased depth of markets at the global level. Such
positive effects on the global financial system will, however, only materialise if
investments by SWFs are only driven by financial and not political motvER

Taking a broader view, the switch of some reserves from government debt into
SWFs which invest in a wider range of instruments should help to improve the
allocation of resources if these investments are based on commercial criteria.
Investing in equities may also help to reinforce and bring to the surface the common
interest that EMEs and the advanced economies have in the good performance of the

companies involved and the markets they operate in. It may thus help to integrate

194 OECD - Investment Committee Report, 4 April 2008, “Sovereign Wealth Funds And Recipient
Country Policies”, pp. 2-3.

195 ECB Monthly Bulletin, January 2009, “ Foreign Asset Accumulation By Authorities In Emerging
Markets”, pp. 80-84.

198 Available at http://www.imf.org/external/np/sec/pn/2008/pn0841.htm.
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EMEs into the global financial system and encourage them to participate more in
global policy making”.

Another potential benefit associated with the SWFs, which is of specific
relevance to the European Unt8h relates to the euro. Given the tendency towards a
diverse range of investment, SWF investment could support the international role of
the euro over the medium term. For foreign exchange reserves, the goal is liquid and
safe assets denominated in a currency with low foreign exchange conversion costs —
which tends to favour the US dollar. SWFs have more freedom to choose their
investments. This is likely to mean a higher share of the euro assets than now is the
case for reservés.

As can be deducted from the above, SWFs serve two main purposes:

1. Consumption smoothing, e.g. Norway’s Government Pension Fund invests oil
revenues to provide returns for future generations of Norwegians who may no longer
have large oil revenues. They serve as a response to expected demographic pressures,
while smoothing intertemporal consumption levels for future generations when
resources are exhausted. This motive becomes more important if policy makers want
to limit immigration. It also presupposes that political economy problems that
typically have led to 'resource curse’, the appropriation of raw material rents by sitting
governments, have been overcome. The rationale also assumes that the stream of
natural resource revenues and what is done with it, becomes transparent at some
point.

2. Stabilization, e.g. Chile’s Economic and Social Stabilization Fund, which
accumulates funds when copper prices are high and disburses them when prices are
low. Capital injections by SWFs into systematically important financial institutions in
late 2007 and 2008 have augmented the recipients’ capital buffers and have been
helpful in reducing various bank-specific risk premia, at least in the short term. This
provides initial evidence that SWFs could have a potentially volatility-reducing
impact on markets. They were stabilising because they came at a critical time when

risk-taking capital was scarce and market sentiment was pessimisdity

97 30hn Gieve, 14 March 2008, “Sovereign wealth funds and global imbalances”, pp. 3-4.
108
EU.
199 Commission of the European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 4-5.
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commentators point out that as long-term investors with no imminent call on their
assets, and with mainly unleveraged positions, SWFs are able to sit out longer during

market downturns or even go against market tréflds

2.3.2 Are there any concerns?

Notwithstanding the recognised benefits of SWF investment, some concerns
have been raised by recipient countries, including in the EU. At the macroeconomic
level, the rise of SWFs illustrates the seriousness of current-account imbalances in the
global economy that have their origin in the managed exchange rates operated by
some of the countries in surplus. The accumulation of reserves for investment by
SWFs should not become an end in itself. SWF owners need to show that they are not
holding back appreciation in their currencies to accumulate more foreign assets for
their SWFs. A more specific concern raised by SWF investment in equities relates to
the opaque way in which some SWFs’ function and their possible use as an
instrument to gain strategic control. This concern sets them apart from other types of
investment funds. More specifically, there is unease that — whatever the original
motivation — SWF investment in certain sectors could be used for ends other than for
maximising return. For example, investment targets may reflect a desire to obtain
technology and expertise to benefit national strategic interests, rather than being
driven by normal commercial interests in expansion to new products and markets. By
the same token, holdings could influence decisions by companies operating in area of
strategic interest or governing distribution channels of interest to the sponsor
countries'”,

More generally, business and investment decisions could be influenced in the
political interest of the SWFs owners. Although in most cases, SWFs are portfolio
investors and have avoided taking controlling stakes or seeking a formal role in
decision-making in companies, concerns have been raised about the possibility of

SWFs seeking to acquire controlling stakes in companies. National security

10 ydaibir S. Das, Yingiu Lu, Christian Mulder, and Amadou Sy, 2009, “Setting up a Sovereign
Wealth Fund: Some Policy and Operational Considerations”, pp. 5, 8, 9-11.

11 Commission of the European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 5.
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considerations have been acknowledged by some SWFs owners, who request clarity
and certainty about investments that can be made and which areas might be “off-
limits” to SWFs*2

Although SWFs appear to have been a stabilizing force thus far, given their
size, there are circumstances in which they could cause volatility in markets. Having
large and often unclear positions in financial markets, SWFs—Ilike other large
institutional investors—have the potential to cause a market disturbance. For instance,
actual or rumoured transactions may affect relative valuations in particular sectors and
result in herding behaviour, adding to volatility. Such effects could be especially
pronounced in shallower markets. To the extent that SWFs invest through hedge
funds that rely on leverage or are subject to margin requirements, such investments
may inadvertently magnify market changes. For markets to absorb flows from any
major investor class without large price fluctuations, it helps if they can anticipate the
broad allocation and risk-preference trends of such investor classes. Opacity about
such trends can lead to inaccurate pricing and volatility. As regards the financial
stability implications of SWFs, both theoretical and empirical research has been
implemented®

The real danger is that SWFs (and other forms of government-backed
investment vehicles) may encourage capital account protectionism, through which
countries pick and choose who can invest in what. Of course, there are always some
national security limitations on what foreigners can own. But recent developments in
the world suggest there may be a perception that certain foreign governments
shouldn’'t be allowed to own what are regarded as an economy’s “commanding
heights”. This is a slippery slope, which leads quickly and painfully to other forms of
protectionism. It's important to preempt such presstites

Official and private commentators have expressed concerns about the
transparency of SWFs, including their size, and their investment strategies and that
SWEF investments may be affected by political objectives. They also raise the issue of

the expanded role of governments in international markets and industries.

“Helmut Reisen, 2008‘How to Spend It: Commodity and Non-Commodity Sovereign Wealth
Funds” POLICY BRIEF No. 38, pp. 7-8.

YIMF Research Bulletin, March 2009, Volume 10, Number 1, available at
http://www.imf.org/researchbulletin.

14 Available at http://www.imf.org/external/pubs/ft/fandd/2007/09/straight.htm.
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In addition, there are concerns about how growing SWFs fit into the domestic
policy formulation of countries with SWFs, and how their investments might affect
recipient countries with shallow markets. At the same time, countries with SWFs are
concerned about protectionist restrictions on their investments, which could hamper
the international flow of capital. Some SWFs have argued that they are vulnerable to
changes in the regulatory climate, and thus have to operate cautiously as change can
be costly™.

The absence of SWF data can hinder economic analysis and potentially
mislead policymakers, market participants, and other commentators about a country’s
economic performan¢¥. The flows and positions of SWFs should be covered in the
national accounts, fiscal, monetary and financial, and external accounts. SWFs’
activities could significantly affect the generation and distribution of income,
consumption behaviour, and accumulation activities of the economy, and so need to
be included in the national accounts. Capturing SWFs’ activities in public finance
statistics is also crucial, so that accurate assessments can be made of the integration of
SWEF operations with the overall fiscal accounts, and the fiscal risks on the public

sector’'s balance sheet.

15 Available at http://www.imf.org/external/np/sec/pn/2008/pn0841.htm

116 Others argue that in the financial stability context, while transparency can be a powerful tool for
limiting the moral hazard of investors and governments alike, care needs to be taken over the types of
information provided. For example, Gai and Shin consider that the dissemination of information must
be coherent and open but that disclosures may need to be selective. For example, in the midst of a crisis
revealing more information about a troubled financial institution’s trading positions may exacerbate
speculative attacks and add to the difficulties of the crisis manager. See Gai and Shin, “Transparency
and Financial Stability,” Bank of England Financial Stability Report (December 2003).
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CHAPTER 3: Global treatment of SWFs

The issues raised by the growth of SWFs are under consideration in a number
of venues including the Working Group on Financial Markets, of which the Securities
and Exchange Commissidfiis a member, as well as the G-7, the World Bank, the
OECD and the IMF. The possible outcome of the discussions concerning the issues
around SWFs, may be a generalized agreement about the kinds of strong fiduciary
controls, disclosure requirements, professional and independent management, and
checks and balances needed to prevent corruption, all of which may help protect both
investors and markét$,

During the past year, in view of changing perceptions of national security,
OECD countries and non-OECD partners have worked together on “freedom of
investment and national security”. They agree that any policy responses to national
security concerns should remain consistent with rights and obligations under
international agreements. They, also, accord that any restrictions on investment
should also be guided by the principles of proportionality, regulatory transparency and

predictability, and accountability of the implementing authorities

3.1 Europe’s respons&®

The European regulatory framework is evolving quickly and will see the
beginning of a move to a more centralized and uniform setting of standards across
European financial markets, a move that the UK government and the Financial
Services Authority?* have supported.

et ol
M8Available at - http://www.sec.gov/news/testimony/2008/ts020708lct.htm.
19 OECD Investment Newsletter, October 2007, Issue 5, “International investment of sovereign wealth
funds: are new rules needed?”, pp. 4-5.
120 3) Andrej Bajuk, Minister of Finance, Seventeenth Meeting April 12, 2008, International Monetary
and Financial Committee, pp. 6-7, b) Available at
http://www.sec.gov/news/testimony/2008/ts020708Ict.htm, c) Available at
http://www.sec.gov/news/testimony/2008/ts030508et.htm, d) Commission Of The European
Communities, 2008, “A common European approach to Sovereign Wealth Funds”, pp. 6-10, €)
é\llailable at http://www.sec.gov/news/testimony/2008/ts042408.htm.

FSA.
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There is not yet a clear vision of a long-term European financial regulatory
framework. It will require detailed analysis and should not be rushed or unduly
constrained by political expediency. Ultimately, it is considered that an independent
regulatory standard setter, fully publicly accountable, subject to transparent and fair
procedural constraints including sound and realistic market impact analysis, and
protected from clandestine political interference is necessary if Europe is to have a
credible regulatory framework that will protect consumers, underpin open and fair
financial markets and ensure financial stabifity

The European Commission proposed a common EU approach for a code of
conduct for SWF$2, Although discussions are ongoing, it is contemplated that SWFs
would disclose such things as:

® The investment positions and asset allocations, particularly where they have

majority ownership,

®  The exercise of ownership rights,

®  The use of leverage,

® The size and source of their resources, and

® A disclosure of their home country's regulation and oversight that governs the

SWF?,

The recent new focus on improved SWF governance does not however mean that
SWFs operate in a legal vacuum today. In Europe, between the EU and the Member
State level, there exists a comprehensive regime to regulate the establishment and the
actions of foreign investors, which covers SWFs in exactly the same way as any other
foreign investor. As soon as they invest in European assets, SWFs have to comply
with the same EU and national economic and social legislation that any other
investors have to respétt

The European Commissitii and its Member States are bound by these
obligations when considering measures on investment by SWFs as for measures

pertaining to any other investment. With regard to the EU legal framework

122 available at http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2009/0624_dw.shtml.
123 Available at http://www.sec.gov/news/testimony/2008/ts042408.htm.

124 Available at http://www.sec.gov/news/testimony/2008/ts030508et.htm.

125 Commission Of The European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 6-10.

126 EC.

Regulating Sovereign Wealth Fundg7
I n search of the Golden Mean



investments by SWFs in the EU are subject to the same rules and controls as any other
form of investment, either foreign or domestic, where the principles of free movement
of capital between Member States, and between Member States and third countries
stipulated in Article 56 EC apply. The free movement of capital is not absolute. As a
fundamental principle of the Treaty, it may be regulated in two respects at the
European level under Article 57 EC:

® First, the Community may adopt qualified -majority measures on the

movement of capital from third countries involving direct investment.

® Second, it is not excluded that the Community can introduce — by a

unanimous decision - measures that restrict direct investtients

The Merger Regulation allows Member States to take appropriate measures to
protect legitimate interests other than competition. Such measures must be necessary,
non discriminatory and proportionate as well as compatible with other provisions of
Community law. Public security, plurality of the media and prudential rules are
regarded as legitimate interests, whilst other interests can be considered legitimate on
a case by case basis on notification to the Commission.

Regarding national legislatioMember States have national instruments which
could be used to control and condition SWF investments or any other investors and
they can also develop new measures suitable to tackle specific needs if these arise, as
long as those measures are compatible with the Treaty, are proportionate and non-
discriminatory, and do not contradict international obligafiths

The European Court of Justice has provided further guidance on how Member
States can take these national measures in full compatibility with the Treaty, stressing
that purely economic grounds can never justify obstacles prohibited by the'iteaty

The EU therefore has tools to address problems which may result from the
operations of SWFs. Likewise, Member States have adequate powers under the Treaty

to deal with public order and public security considerations. Furthermore, SWFs have

127 Commission Of The European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 6-10.

128Commission Of The European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 6-10.

129 1n addition, as required by Article 58(3) EC, the measures taken by Member States shall not
constitute a means of arbitrary discrimination or a disguised restriction on the free movement of
capital, Article 56 EC.
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behaved so far as reliable investors and their activities have not resulted in problems
for the functioning of the internal market.

However, recent experience shows that the opacity of some SWFs risks
prompting defensive reactions. Indeed, in recent months, several Member States have
been under pressure to update national legislation and to explore applying exceptions
to the application of the principles of free movement of capital and establishment.
This pressure can only be increased by SWFs future expected growth in size and
importance. There is therefore a case for enhancing the transparency, predictability
and accountability of SWF operations. Clearing away unnecessary concerns makes it
easier to maintain an open investment environment that allows the EU and its
Member States to continue reap the benefits of SWF investments. There are three
reasons that require a common EU approach to SWFs:

® First, as SWFs are a global issue, multilateral solutions offer greater
advantages than individual national responses. An international approach can
bring a degree of certainty, and allow SWFs to take investment decisions
against the backdrop of a common approach. The initiatives now under way at
the multilateral level will promote common understanding of the challenges
raised by SWFs and the possible mechanisms through which these can be
addressed. A common EU approach would maximise European influence in
these wider discussions. The same is true of further dialogue with third
countries, including those that own and/or operate SWFs.

B Second, the imperative of maintaining a well-functioning internal market
based on open and non-discriminatory rules requires that a common approach
is followed. An uncoordinated series of responses would fragment the internal
market and damage the European economy as a whole. In an integrated single
market, the advantages of individual measures can be illusory. Diversity of
interpretation and approach risk creating new ways to by-pass the rules and
steering investment away from Europe — a disincentive effect that could
spread from SWFs to other potential investors. Such risks are real if Member
States were to act alone, and in an uncoordinated way, and develop

burdensome and binding mechanisms to control or condition investment.
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® Finally, one of the main goals of EU trade policy is to open third country
markets to EU investors, on the basis of the same principles used to govern
the internal market. These efforts would be more difficult if the EU was seen
as imposing barriers within the EY

Various suggestions have emerged in the public debate as possible avenues to

step up the European response to SWFs. These have included an EU committee on
foreign investments to mirror arrangements in the US, an EU-wide screening
mechanism or some “golden shares” mechanism for non-EU foreign investment. All
these suggestions run the risk of sending a misleading signal that the EU is stepping
back from its commitment to an open investment regime. They would also be difficult
to reconcile with EU law and international obligatibtis

The EC expects SWFs to voluntarily commit to certain standards with regard to

transparency and governance — to provide sufficient clarity to assuage public
concerns. At the same time, the SWFs adherence to these standards will help
guaranteeing investor countries a clear, predictable and stable investment framework
in the EU and its Member States, as well as in other recipient countries. The
Commission therefore proposes a common approach, which should be the EU
contribution to efforts at international level to establish a framework to improve
transparency, predictability and accountability of SW¥s

The common EU approach to the treatment of SWFs as investors is based on the

following principles:

B Commitment to an open investment environmentin line with the Lisbon
Strategy for growth and jobs, the EU reaffirms its commitment to open
markets for foreign capital and to an investor-friendly investment climate.
Any protectionist move or any move perceived as such may inspire third
countries to follow suit and trigger a negative spiral of protectionism. The EU
prospers from its openness to the rest of the world — and from its investments
abroad — and hence would be among the first to suffer from a trend towards

130Commission Of The European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 6-10.

131 Commission Of The European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 8-9.

132 Commission Of The European Communities, 2008, “A common European approach to Sovereign
Wealth Funds”, pp. 8-9.
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protectionism. At the same time, the EU endeavours to open SWFs owners'
countries to EU investors and secure a fair and equitable treatment for them,
notably through Free Trade Agreenténhnegotiations.

®  Support of multilateral work: the EU actively drives forward work carried
out by international organisations, encouraging an open dialogue with SWFs
owners and recognising the benefits of a global approach to a common
framework for SWF investment.

B Use of existing instruments the EU and the Member States already have
specific instruments that enable them to formulate appropriate responses to
risks or challenges raised by cross-border investments, including investments
by SWFs, for reasons of public policy and public security.

®  Respect of EC Treaty obligations and international commitmentsthe EU
and its Member States will continue to act in a way fully compatible with the
principles laid down in the Treaty establishing the EC and with international
obligations of the EU.

®  Proportionality and transparency: measures taken for public interest
reasons on investment do not go beyond what is necessary to achieve the
justified goal, in line with the principle of proportionality, and the legal
framework should be predictable and transparent.

These basic principles define the common EU approach which is proposed as the

basis for an understanding between recipient countries on the treatment of SWFs

investment&**

3.2 OECD'’s respons&®

OECD countries are committed to keeping their investment frontiers open to

SWFs as long as these funds invest for commercial, not political*&n@ECD

SETA,

134 Communication from the Commission to the European Parliament, the Council, the European
Economic and Social Committee and the Committee of the Regions, (2008), “A common European
approach to Sovereign Wealth Funds”, pp.6-9.

135 Available at http:// www.oecd.org/dev/insights and

136 That is the message in a letter from OECD Secretary-General Angel Gurria to G7 Finance Ministers
detailing a common OECD position on policies towards sovereign wealth funds.
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members have agreed to base their investment policies towards SWFs on existing
investment instruments which call for fair treatment of investors. Two key
instruments are the OECD Code of Liberalisation of Capital Movements, adopted in
1961, and the OECD Declaration on International Investment and Multinational
Enterprises, issued in 1976 and revised in 28500
The OECD Guidance is based on the general investment policy principles of
non-discrimination, transparency and liberalisation. It also recognises the right of
governments to take actions they consider necessary to protect national security, but
calls for restraint when applying security-related investment measures. It asks them to
exercise these actions in conformity with fundamental principles of:
®  Non discrimination. Foreign investors are to be treated not less favourably
than domestic investors in like situations. While the OECD instruments
protect directly the investment freedoms of those SWFs established in OECD
member countries, they also commit members to using their best endeavours
to extend the benefits of liberalisation to all members of the International
Monetary Fund. Experience has shown that, in practice, OECD governments
nearly always adopt liberalisation measures without discriminating against
non-OECD countries™ investors from non-member countries reap the same
benefits of free market access as OECD residents.
®  Transparency. Information on restrictions on foreign investment should be
comprehensive and accessible to everyone. More specifically:
= Cadification and publication. Primary and subordinate laws should
be codified and made available to the public in a convenient
form™*® In particular, evaluation criteria used in reviews should be
made available to the public.
= Prior notification. Governments should take steps to notify
interested parties about plans to change investment policies.
= Consultation. Governments should seek the views of interested

parties when they are considering changing investment policies.

¥available at
http://www.oecd.org/document/9/0,3343,en_2649 201185 40409737_1 1 1 1,00.html.
138E g. in a public register; on internet.
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= Procedural fairness and predictability. Strict time limits should be
applied to review procedures for foreign investments.
Commercially-sensitive information provided by the investor
should be protected. Where possible, rules providing for approval
of transactions if action is not taken to restrict or condition a
transaction within a specified time frame should be considered.
= Disclosure of investment policy actions is the first step in assuring
accountability. Governments should ensure that they adequately
disclose investment policy actidi$ while also protecting
commercially-sensitive and classified information.
B Progressive liberalisation Members commit to the gradual elimination of
restrictions on capital movements across their countries.
®  Standstill. Members commit to not introducing new restrictions.
®  Unilateral liberalisation. Members also commit to allowing all other
members to benefit from the liberalisation measures they take and not to
condition them on liberalisation measures taken by other countries.
Avoidance of reciprocity is an important OECD policy tradition. The OECD
instruments are based on the philosophy that liberalisation is beneficial to all,
especially the country which undertakes the liberalis&tiph™.
®  Regulatory proportionality. Restrictions on investment, or conditions on
transaction, should not be greater than needed to protect national security and
they should be avoided when other existing measures are adequate and
appropriate to address a national security concern.
= Essential security concerns are self-judging. OECD investment
instruments recognise that each country has a right to determine
what is necessary to protect its national security. This
determination should be made using risk assessment techniques
that are rigorous and that reflect the country’s circumstances,

institutions and resources. The relationship between investment

139E g. through press releases, annual reports or reports to Parliament.

140 Kathryn Gordon, Senior Economist, OECD Investment Division, February, Z%s: OECD
Guidance To Recipient Countries, OECD High-Level Parliamentary Seminar: The Global Financial
and Economic Crisis.
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restrictions and the national security risks identified should be
clear.
= Narrow focus. Investment restrictions should be narrowly focused
on concerns related to national security.
= Appropriate expertise. Security-related investment measures
should be designed so that they benefit from adequate national
security expertise as well as expertise necessary to weigh the
implications of actions with respect to the benefits of open
investment policies and the impact of restrictions.
= Tailored responses. If used at all, restrictive investment measures
should be tailored to the specific risks posed by specific investment
proposals. This would include providing for policy measures,
especially risk mitigation agreements that address security
concerns, but fall short of blocking investments.
= Last resort. Restrictive investment measures should be used, if at
all, as a last resort when other poli¢féscannot be used to
eliminate security-related concerns.
®  Accountability. Procedures for internal government oversight, parliamentary
oversight, judicial review, periodic regulatory impact assessments, and
requirements that important decisions (including decisions to block an
investment) should be taken at high government levels and should be
considered to ensure accountability of the implementing authorities.
= Accountability to citizens. Authorities responsible for restrictive
investment policy measures should be accountable to the citizens
on whose behalf these measures are taken. Countries use a mix of
political and judicial oversight mechanisms to preserve the
neutrality and objectivity of the investment review process while
also assuring its political accountability. Measures to enhance the
accountability of implementing authorities to Parliament should be

considered®®.

142 E g. sectoral licensing, competition policy, financial market regulations.
143 E.g. Parliamentary committee monitoring of policy implementation and answers or reports to
Parliament that also protect sensitive commercial or security-related information.
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= International accountability mechanisms. All countries share a
collective interest in maintaining international investment policies
that are open, legitimate and fair. Through various international
standards, governments recognise this collective interest and agree
to participate in related international accountability mechartf§ms
In particular, these help constrain domestic political pressures for
restrictive and discriminatory policies.

= Recourse for foreign investors. The possibility for foreign investors
to seek review of decisions to restrict foreign investments through
administrative procedures or before judicial or administrative
courts can enhance accountability. However, some national
constitutions’ allocation of authority with respect to national
security may place limits on the scope of authority of the courts.
Moreover, judicial and administrative procedures can be costly and
time-consuming for both recipient governments and investors, it is
important to have mechanisms in place to ensure the effectiveness,
integrity and objectivity of decisions so that recourse to such
procedures is rare. The possibility of seeking redress should not
hinder the executive branch in fulfilling its responsibility to protect
national security.

= The ultimate authority for important decisions**should reside at a
high political level. Such decisions require high-level involvement
because they may restrict the free expression of property rights, a
critical underpinning of market economies, and because they often
require co-ordination among numerous government functions. The
final decision to prohibit (or block) an investment should be taken
at the level of heads of state or ministers.

= Effective public sector management. Broader public sector
management systems help ensure that the political level officials

and civil servants responsible for security-related investment

144 E g. the OECD notification and peer review obligations in relation to restrictive investment policies.
145E g.to block foreign investments.
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policies face appropriate incentives and controls for ensuring that
they exercise due care in carrying out their responsibilities and are
free from corruption, undue influence and conflict of intéf@st
From all the above can be deducted the following principles which reflect long-
standing OECD commitments that promote an open global investment environment.
They are, also, consistent with OECD countries’ rights and obligations under the
OECD investment instruments.
B Recipient countries should not erect protectionist barriers to foreign
investment.
® Recipient countries should not discriminate among investors in like
circumstances. Any additional investment restrictions in recipient countries
should only be considered when policies of general application to both
foreign and domestic investors are inadequate to address legitimate national
security concerns.
® Where such national security concerns do arise, investment safeguards by
recipient countries should be:
- Transparent and predictable,
- Proportional to clearly-identified national security risks, and

- Subject to accountability in their applicattoh

3.3 IMF'’s response®®

The IMF may be a convenient location for multilateral action on SWFs, but
the real concern with SWFs is less the macroeconomic consequences of their

activities than the microeconomic consequences of their being able to acquire

146 A publication of the OECD Investment Division — Secretariat of the OECD Investment Committee,
2008, Sovereign Wealth Funds And Recipient Countries - Working Together To Maintain And Expand
Freedom of Investment, pp 4-5.

148 3) Approved by Mark Allen and Jaime Caruana, February 29, Z®8&reign Wealth Funds—A
Work Agenda, pp. 4, 5, 31, b) Udaibir S. Das, Yingiu Lu, Christian Mulder, and Amadou Sy, 2009,
“Setting up a Sovereign Wealth Fund: Some Policy and Operational Considerations”, pp. 9-12, c)
Available at http://www.sec.gov/news/testimony/2008/ts020708Ict.htm an@hi)pp Hildebrand,

2007, “ The challenge of sovereign wealth funds”, pp. 2-7.
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corporate control. The latter can only be addressed in the context of rules on cross-
border flows of direct investméfit.

Most Executive IMF Directors acknowledged that the elaboration of a set of
best practices for SWFs will be challenging. Best practices would be expected to
focus on governance, institutional and risk management arrangements, investment
policies, and transparency. Of particular importance would be to safeguard the
operational independence of SWFs, although it was recognized that any guidance
should acknowledge the responsibility of the owners of SWFs in making decisions on
investment risks and investment principles at the strategic level.

Directors supported an inclusive, collaborative approach with SWFs, which
would involve relevant members and stakeholders, including recipient countries of
SWF investments. They agreed that best practices would be adopted on a voluntary
basis, which they saw as key to creating and ensuring broad ownership by SWFs.
They considered that an important part of the work will be to decide what types of
transparency are desirable, with a proper balance to be found between the market
sensitivity of data and the minimum required to reflect SWFs’ stated objéclives

Formulating best practices would need to be a collaborative process, involving
the SWFs themselves. The process could be modeled after that of the drafting of the
IMF guidelines for Foreign Exchange Reserve Management. An already agreed first
step in this process will be to survey the SWFs, with respect to their practices in
relevant areas:

(i) Their legal and regulatory framework;

(i) Roles, responsibilities, and objectives;

(iFunding and withdrawal rules, fiscal treatment, and non investment

functions;

(iv)Governance structure;

(v) Accountability;

(vi) Investment policy;

(vi)Risk management practices;

(viii)Inclusion of SWFs in existing economic statistics; and

149 Available at http://www.imf.org/external/pubs/ft/survey/so/2008/POL03408A.htm.
130 IMF Executive Board Discusses a Work Agenda on Sovereign Wealth Funds, April 1, 2008, Public
Information Notice (PIN) No. 08/41.
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(ix) Public information services adopted by the SWES*2

The Survey will provide a basis for assessing the range of current structures
and practices of SWFs. Subsequently, staff will work with members to develop best
practices, building on the practices currently used by SWFs, and the existing Fund
guidelines that have already gained wide acceptahce

In 2007 the IMF set out an International Working Group of S®/F&°to
elaborate a set of SWF principles properly reflecting their investment practices and
objectives, there is no south peer review or peer learning driven instittidhe
IWG recognizes that SWF investments are both beneficial and critical to international
markets. For that purpose, it will be important to continue to demonstrate—to home
and recipient countries, and the international financial markets—that the SWF
arrangements are properly set up and investments are made on an economic and
financial basis.

The Generally Accepted Principles and Practiéesr Santiago Principles, is
a voluntary set of principles and practices that the members of the IWG support and
either have implemented or aspire to implement. The GAPP denotes general practices
and principles, which are potentially achievable by countries at all levels of economic
development. The GAPP is subject to provisions of intergovernmental agreements,
legal and regulatory requirements. Thus, the implementation of each principle is

subject to applicable home country laws.

151 Approved by Mark Allen and Jaime Caruana, February 29, 2868ereign Wealth Funds—A

Work Agenda, pp. 26.

152 This work is under way.

133 prepared by the Monetary and Capital Markets and Policy Development and Review Departments
In collaboration with other departments Approved by Mark Allen and Jaime Caruana, February 29,
2008, Sovereign Wealth Funds—A Work Agenda, pp 22-24.

BHWG.

155 )\WG Member Countries: Australia, Azerbaijan, Bahrain, Botswana, Canada, Chile, China,
Equatorial Guinea, Iran, Ireland, South Korea, Kuwait, Libya, Mexico, New Zealand, Norway, Qatar,
Russia, Singapore, Timor-Leste, Trinidad and Tobago, United Arab Emirates, United States IWG
Permanent Observers: Oman, Saudi Arabia, Vietnam, Organization for Economic Cooperation and
Development, World Bank.

1% The OECD Development Centre created in 2006 a similar informal, closed and restricted platform
of dialogue between OECD and emerging multinationals, the Emerging Markets Nétwork
companion of this platform of dialogue could be replicated for sovereign wealth funds, from both
OECD and emerging countries, including also other emerging and developing countries that have
commodity endowments or wealth management issues. This Sovereign Wealth Néwould be a

unique platform for peer review and peer-learning for and largely by developing and emerging
countries.

T GAPP.
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The principles and practices laid out in the GAPP, along with their
explanatory notes, can be expected to guide existing and future SWFs in various
aspects of their activities— most importantly investing professionally in accordance
with their investment policy objectives—and to help inform any associated legal and
institutional reform. As investment institutions, SWFs operate on a good faith basis,
and invest on the basis of economic and financial risk and return-related
considerations. In doing so, they comply with applicable regulatory and disclosure
requirements in their home countries and in the countries in which they invest.

The GAPP, therefore, are underpinned by the following guiding objectives for
SWEFs:

(i) To help maintain a stable global financial system and free flow of capital
and investment;

(i) To comply with all applicable regulatory and disclosure requirements in
the countries in which they invest;

(i) To invest on the basis of economic and financial risk and return-related
considerations; and

(iv) To have in place a transparent and sound governance structure that
provides for adequate operational controls, risk management, and accoufitability

The IWG recognizes the evolving nature of international capital flows, and the
fact that some SWFs are still in the process of establishing their operations. Other
forms of sovereign investment arrangements may still emerge. Therefore, especially
for newer SWFs, the implementation of the GAPP may be challenging and require an
appropriate transitional period. For example, under GAPP, it is recognized that some
newly established SWFs may require time to reach their desired long-term asset
allocation and related performance standards and to be able to disclose the relevant
information indicated in this principle. For these SWFs, there are different time
frames in which this can be completed, reflecting the different investment objectives,
strategies, and time horizons implied by the strategic asset allocktorothers,

138 Communiqué of the International Monetary and Financial Committee of the Board of Governors of
the International Monetary Fund, October 11, 2008 ,Press Release No. 08/240.
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which may already be following well established practices, the GAPP may be
considered as setting a minimum stanif&rd

However, the GAPP is formulated broadly enough so that underlying
principles and practices can be accommodated in different institutional, constitutional,
and legal settings existing in various countries. The IWG also recognizes that several
aspects of the GAPP could benefit from further study and work, such as those relating
to the provision of comprehensive and reliable information about past, present, and
future activities of an SWF, and potential risks to investment operations and SWF
balance sheets. Likewise, as the macroeconomic and financial stability implications of
SWF investments change and SWF practices develop, some aspects of the GAPP may
need re-examination. Continuing coordination and consultation at the international
level also could be desirable on issues of common interest to the SWFs. To facilitate
this, the IWG has agreed to explore the establishment of a standing group of SWFs.
This group would be able to keep the GAPP under review, as appropriate, and
facilitate its dissemination, proper understanding, and implementation. The standing
group also would provide SWFs with a continuing forum for exchanging ideas and
views among themselves and with recipient countries, and also examine ways through
which aggregated information on SWF operations could be periodically collected,

made available, and explairnéd

3.3.1 What does the GAPP include?

The GAPP covers practices and principles in three key areas. These include:
(i) Legal framework, objectives, and coordination with macroeconomic policies;
(i) Institutional framework and governance structure; and
(i) Investment and risk management framework.

Sound practices and principles in the first area underpin a robust institutional
framework and governance structure of the SWF, and facilitate formulation of

appropriate investment strategies consistent with the SWF'’s stated policy objectives.

159 |WG, 2008, Sovereign Wealth Funds Generally Accepted Principles and Practices “Santiago
Principles”, pp. 5-6.
180 1WG, 2008, Sovereign Wealth Funds Generally Accepted Principles and Practices “Santiago
Principles”, pp. 5-6.
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A sound governance structure that separates the functions of the owner, governing
body(ies), and management facilitates operational independence in the management
of the SWF to pursue investment decisions and investment operations free of political

influence. A clear investment policy shows an SWF's commitment to a disciplined

investment plan and practic¢és

3.3.1.1 Legal Framework, Objectives and Coordination- with

Macroeconomic Policies Legal basis and form

#  GAPP 1. Principle: The legal framework for the SWF should be sound and

support its effective operation and the achievement of its stated objelfiiefs)

sound legal framework underpins a robust institutional and governance structure of
the SWF and a clear delineation of responsibilities between the SWF and other
governmental entities. This framework facilitates the formulation and implementation
of appropriate objectives and investment policies, and is necessary for an SWF to
operate effectively to achieve its stated purpose.

The legal framework of an SWF generally follows one of three approaches.
The first type of SWFs is established as a separate legal identity with full capacity to
act and governed by a specific constitutive fiwSuch SWFs are legal identities
under public law. The second category of SWFs takes the form of a state-owned

A®*1%or China’s Investment Corporatifi Although these corporations

corporatio
typically are governed by general company law, other SWF-specific laws may also
apply. The third category of SWFs is constituted by a pool of assets without a separate
legal identity. The pool of assets is owned by the state or the centraf bémihese

cases, legislation typically sets out specific rules governing the asset pool. Provided

181 |nternational Working Group Of Sovereign Wealth Funds , October 2008, Sovereign Wealth Funds
General Accepted Principles and Practices, “Santiago Principles”, pp 11-25.
182 5ee also GAPPs 6 and 16.
183 E g., Kuwait, Korea, Qatar, and United Arab Emirates (Abu Dhabi Investment Authority, ADIA).
184 E g., Singapore’s Temasek and Government of Singapore Investment Corporation (GIC).
185 GIC is a corporation that is wholly owned by the government of Singapore and manages
Singapore’s foreign reserves. The government is the owner of the reserves. However, Temasek—which
?6I650 is wholly owned by the Government as its sole shareholder—is the legal owner of its assets.

CIC.
187E.g., Botswana, Canada (Alberta), Chile, and Norway.
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that the overall legal framework is sound, each of these structures can be employed to
meet the requirements laid down in this Principle.

+ GAPP 1.1. Subprinciple: The legal framework for the SWF should ensure legal

soundness of the SWF and its transactions. This general principle has several
implications. First, the establishment of the SWF should be clearly authorized under
domestic law. Second, the legal structure should include a clear mandate for the
manager to invest the SWF's assets and conduct all related transactions. Third,
irrespective of the particular legal structure of an SWF, the beneficial and legal

owners of the SWF's assets should be legally clear. Such clarity contributes to
accountability in the home country, and is often required under the recipient

countries’ regulations.

+ GAPP 1.2. Subprinciple: The key features of the SWF'’s legal basis and structure,

as well as the legal relationship between the SWF and other state bodies, should be
publicly disclosed. Disclosure of the legal basis and structure of the SWF enhances
the public understanding and confidence in the mandate to manage public monies.
Clarity and disclosure of the legal relationship between the SWF and other
state bodies such as the central bank, development banks, other state-owned
corporations and enterprises. contributes to a better understanding of the mandated
responsibilities of the SWF vis-a-vis other government bodies, and of the SWF's
institutional set-up and organization structures to ensure that it is managed
professionally. There are several ways in which the legal basis and structure of SWFs
are disclosed. For SWFs that do not have a legal identity, their legal basis and
structure is typically described in the provisions of publicly available legist&ion
The legal structure of SWFs that have a legal identity with capacity to act under
public law is disclosed through the generally available constitutive laws of the SWF.
Lastly, SWFs that are constituted as state-owned companies are normally governed by

the country’s company law (as well as other laws regulating private and public

188 For example, the SWF in Botswana was created by a provision in the Bank of Botswana Act; the
Alberta Heritage Fund was established by the Alberta Heritage Savings Trust Fund Act; and the
Norwegian Government Pension Fund was established by Government Pension Fund Law.
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companiesf®. In addition, some SWFs disclose key features of their corporate

structure on their website4

3.3.1.2 Objectives and macroeconomic linkages

¥ GAPP 2. Principle: The policy purpose of the SWF should be clearly defined

and publicly disclosed. A clearly defined policy purpose facilitates formulation of
appropriate investment strategies based on economic and financial objéttites
pursuit of any other types of objectives should be narrowly defined and mandated
explicitly. A clearly defined policy purpose will also ensure that the operational
management of the SWF will conduct itself professionally and ensure that the SWF
undertakes investments without any intention or obligation to fulfill, directly or
indirectly, any geopolitical agenda of the government.

Public disclosure of the SWF's policy purpose provides a better understanding
of what the SWF seeks to achieve and whether its behaviour is consistent with the
specified purpose. SWFs are created by governments for a variety of policy purposes
such as:

(i) Stabilization fund5?, where the primary objective is to insulate the budget
and the economy against commodity price swings;

(i) Savings funds for future generatidff6 which aim to convert non-
renewable assets into a more diversified portfolio of assets to meet public sector
superannuation liabilities in the future and mitigate the possible Dutch diSease
effects of spending resource revenue; and

(i) Reserve investment corporatidh3 whose assets or assets under

management, to some extent, are still counted as reserve ‘Asaatsare established

%9 These laws could require disclosure of key information on the SWF’s structure in a corporate
registry that may be open to the public.

0E g., Australia, Canada (Alberta), Korea, Kuwait, New Zealand, and Singapore.

"l See also GAPP 19.

12E g., Russia, Chile, and Mexico.

3E g., Libya and Kuwait.

74 Dutch disease refers to the situation where a boom in a commodity sector of the economy could lead
to a loss of competitiveness for other sectors in this economy.

5 E g., Korea and Singapore’s GIC.

176 Reserve assets consist of those external assets that are readily available to and controlled by
monetary authorities for direct financing of payments imbalances, for indirectly regulating the
magnitude of such imbalances through intervention in exchange markets to affect the currency
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to increase the return on reserves. These purposes or objectives may be multiple,
overlapping, or changing over tif{é

The SWF’s policy purpose guides its investment policy and asset management
strategy. For instance, stabilization funds, which serve short-to medium-term
objectives, usually have shorter investment horizons. By contrast, savings funds,
which have longer-term objectives, typically aim at generating higher returns over a
long time horizon. SWFs whose objective is to hedge against country-specific risks
may hold assets with negative correlation to the country’s major exports to offset
terms-of-trade shocks. Many SWFs only invest abroad, thus illustrating how the
SWF'’s purpose can affect its investment policy.

¥ GAPP 3. Principlee Where the SWF's activities have significant direct

domestic macroeconomic implications, those activities should be closely coordinated
with the domestic fiscal and monetary authorities, so as to ensure consistency with the
overall macroeconomic policies.

Since SWFs are often created for macroeconomic purposes, their operations
should support and be consistent with a sound overall macroeconomic policy
framework. The SWF’s operations can have a significant impact on public finances,
monetary conditions, the balance of payments, and the overall sovereign balance
sheet. Thus, operations of the SWF that have significant macroeconomic implications
should be executed in coordination and consultation with the competent domestic
authorities. For instance, transactions that involve an exchange between domestic and
foreign currencies by an SWF may affect monetary conditions, the exchange rate, and

domestic demand conditions.

3.3.1.3 Funding and withdrawal rules

' GAPP 4. Principle: There should be clear and publicly disclosed policies,

rules, procedures, or arrangements in relation to the SWF's general approach to

exchange rate, and/or for other purposes (see IMF, 1993 Balance of Payments Manual, page 97).
Underlying the concept of reserve assets are the notions of “control,” and “availability for use,” by the
monetary authorities.

Y7 For example, in some countries (e.g., Botswana and Russia) stabilization funds have evolved into
funds with a savings objective, as accumulated reserves increasingly have exceeded the amounts
needed for short-term fiscal stabilization.
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funding, withdrawal, and spending operations on behalf of the government. Policies,
rules, procedures, or arrangements for the SWF’s funding, withdrawal, and spending
operations on behalf of the government should be clearly set out and be consistent
with the policy purpose of the SWF. This could be in the relevant legislation, charter,
or other constitutive documents. Such a system helps provide a clear basis for
deriving the expected time horizon and efficient investment policy for the savings,
and promotes macroeconomic stability and accountability.

Funding and withdrawal rules are specific to the type of SWEF. Fiscal
stabilization funds are typically funded from revenue contingent deposit fllasd
their withdrawal rules are crafted to finance specific budget deficits or are set in
motion by triggers such as a fall in a commodity price below a specified fevel
Savings funds are typically funded by government budget surpluses, while the
budget’'s expenditure path takes into account the long-term expected returns from the
SWF®° Some SWFs keep their capital and returns, while others pay out targeted
annual dividends.
* GAPP 4.1. Subprinciple: The source of SWEF funding should be publicly

disclosed. Public disclosure of the source of an SWF’s funding facilitates a better

understanding of the uses of public monies, thereby promoting accountability. Many
SWFs are funded out of mineral royalties, principally oil, while the remainder are
funded from privatization receipts, general fiscal surpluses, and balance of payments
surpluses and foreign exchange intervention.

Returns on SWF investments also contribute to the build up of assets under
management. In a few cases, divestment proceeds and borrowing from markets have
also played a role in asset accumulation. The extent to which the SWF’s assets are
also classified as international reserves should be clarified.

+ GAPP 4.2. Subprinciple: The general approach to withdrawals from the SWF and

spending on behalf of the government should be publicly disclosed. SWFs should aim

at generating returns based on economic and financial considerations and, in general,

8 E g., exceeding a revenue or commodity price reference level.

791n Kuwait, a predetermined part of oil revenues is deposited in the SWF. In Chile, accumulation

(and withdrawal) is based on a reference copper price determined annually by the authorities.

180 For example, Norway’s SWF receives the net central government receipts from petroleum activities
and transfers to the budget the amounts needed to finance the non-oil deficit. Therefore, the net
allocation to the SWF reflects the budget’s overall balance.
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engage directly in spending only for their own operating expenses. Instead of
undertaking general government expenditure, withdrawals may be made from the
SWEF to the national budget, from which expenditure is made according to national
priorities or specific earmarks. Making withdrawals within the budget framework will

ensure consistency with macroeconomic policies, and the same applies to SWF
spending on general government ta&ksThe nation’s budget documentation should

also explain the contribution made by the SWF to the government’'s fiscal and

monetary objective§?

3.3.1.4 Statistics compilation and reporting

- GAPP 5. Principle: The relevant statistical data pertaining to the SWF should

be reported on a timely basis to the owner, or as otherwise required, for inclusion
where appropriate in macroeconomic data sets. Policymakers in general rely on
macroeconomic data sets that are accurately. compiled and disseminated by the
national agencies such as the national statistical office, and the statistics departments
in the central bank and ministry of finance.

The absence of economic data in national macroeconomic data sets of
national accounts and fiscal, monetary, and external sector statistics can hinder
economic analysis and potentially mislead data users. The importance of SWFs
underlines the need for their activities to be captured in relevant macroeconomic data
sets. Cooperation in data reporting primarily involves the owner, or—depending on
national arrangement—the SWF, transmitting timely SWF data of good quality and
relevant scope to the appropriate national agencies, using modalities of data
transmission agreed with those national agencies. The data should be treated with
customary confidentiality by the national agencies as set out in the statistical
law/regulation(s). Adding a description of key features of the statistics supplied
facilitates their correct interpretation.

181|n Russia, withdrawals are approved by the federal budget laws.
182 S0me SWFs (e.g., in Libya) may be set up to directly finance domestic infrastructure investments or
other public goods or services.
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3.3.1.5 Institutional Framework and Governance Structure Governance

framework

- GAPP 6. Principle: The governance framework for the SWF should be sound

and establish a clear and effective division of roles and responsibilities in order to
facilitate accountability and operational independence in the management of the SWF
to pursue its objectivé¥. Regardless of the specific governance framework, the
SWF’'s operational management should be conducted on an independent basis to
ensure its investment decisions and operations and based on economic and financial
considerations consistent with its investment policy and objectives, in effect free of
political influence or interference.

The governance structure should be set out in the SWF’s legal framework, for
example, in the relevant legislation, charter or other constitutive documents. It should
ensure appropriate and effective division of oversight, decision making, and
operational responsibilitié¥. A number of SWFs, which are established as separate
legal entitie$®®> have a governance structure that clearly differentiates an owner, a
governing bod}?® and management of the SWF. Where SWFs are established as
pools of assets without separate legal personilitthe owner may exercise the
functions of the governing body(ies) through one or more of its organizational
units'®. In such cases it is important that there be a clear distinction between the
owner/governing body(ies) and the agency responsible for the operational
management of the SWF. For example, the operational management of the SWF
could be delegated to an independent entity, such as the centrd’lwark separate
statutory agency.

- GAPP 7. Principle: The owner should set the objectives of the SWF, appoint

the members of its governing body(ies) in accordance with clearly defined

183 See also GAPPs 1, 10, 16, and 19.

184 Relevant guidance includes the OECD Principles of Corporate Governance.

185E.g., Qatar, UAE (ADIA), Australia, and Singapore’s Temasek and GIC.

186 5ee GAPP 8 for a definition of the governing body.

187E g., Chile, Canada (Alberta), Mexico, Norway, Russia, Timor-Leste, and Trinidad and Tobago.
18 E g., a ministry, a parliamentary committee, etc.

189E g., Chile, Norway, Timor- Leste, and Trinidad and Tobago.

10E g., Canada (Alberta).
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procedures, and exercise oversight over the SWF's operations. The"d\wmasrtwo
important roles. First, the owner determines the SWF’s objectives. These include the
broad policy purposes of the SWF and the investment mandate and acceptable levels
of risk consistent with it. In some cases, the role of the owner is to determine
objectives consistent with relevant statutory provisions; in other cases, these matters
are determined by the owner without detailed legislative guidance or constraints.
Second, the owner exercises its oversight responsibility in accordance with the
legal structure of the SWF. For that purpose, there should be adequate reporting
systems in place that give the owner a true picture of the SWF's performance,
financial situation, and risk management practices in order to allow the owner to
effectively oversee the SWF's performahiée In addition to these two roles,
particularly in cases where the SWF is a separate legal entity, the owner generally
appoints the members of the SWF's governing body(ies), the procedures and
competency requirements for which should be well-structured and transparent.

# GAPP 8. Principle: The governing body(ies) should act in the best interests of

the SWF, and have a clear mandate and adequate authority and competency to carry
out its functions. The governing body(ies) of the SWF sets the strategy and policies
aimed at achieving the SWF's objectives and is ultimately responsible for the SWF’'s
performance. In addition, its mandate may also include:
(i) Deciding how to implement such strategies;
(ii) Delegating responsibilities and setting up committees as deemed nec&$sary;
and (iii) Especially where the SWF is a separate legal entity, appointing and removing
the SWF management including the CEO and/or the managers.

The governing body(ies) can take the form of a board of directors or
trustee$™, or a committee or commissioA In some cases, such as where the SWF is
a pool of assets, the governing body(ies) may be, for example, the ministry of

financé®® and/or be represented by the governing body(ies) of the centraf bank

1 The owner refers to the government as the beneficial and/or the legal owner of the SWF, or assets
managed by the SWF, depending on the legal structure of the SWF (see GAPP 1).

192 See also GAPP 23

193 For example, these could include an Audit Committee and an Investment Committee.

194 E g., Australia, China, Singapore’s Temasek and GIC, UAE (ADIA), and Trinidad and Tobago.

195E g., Ireland and Korea.

1% E g., Canada (Alberta), Norway, Mexico, Russia, and Timor-Leste.

¥7E g., Botswana.
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The governing body(ies) should be structured so that it is able to exercise
effective, independent, and objective judgment in respect of its responsibilities. It is
important to establish a clear policy of a minimum standard of competency for
governing body members—and members of the governing body committees, as the
case may be—for them to perform their functions. A remuneration scheme that
attracts and maintains qualified professionals fosters the established objectives of the
SWEF. As applicable, the governing body’s roles and responsibilities, as well as the
number of its members and their appointment, terms of office, and procedures for
removal, should be clearly specified in the relevant legislation, charter, or other
constitutive documents. Furthermore, the governing body’s roles and responsibilities
should be made publicly available.

- GAPP 9. Principlee The operational management of the SWF should

implement the SWF's strategies in an independent manner and in accordance with
clearly defined responsibilities. The management of the SWF responsible for its day-
to-day operations should have the authority to make individual investment decisions,
as well as to make operational decisions relating to staffing and financial management
subject to strategic direction from and accountability to the owner or the governing
body(ies). The operational management of the SWF should act in the best interest of
the SWF, and its responsibilities should be clearly defined in the relevant legislation,
charter, other constitutive documents, or management agreements.

To enhance confidence in recipient countries, it is important that managers’
individual investment decisions to implement the SWF’s defined strategy be protected
from undue and direct political interference and influence. As owner, the role of the
government is to determine the broad policy objectives of the SWF, but not to
intervene in decisions relating to particular investments. A range of mechanisms could
be employed to ensure the operational independence of the SWF's management:

(i) Vesting responsibility for the SWF's management in a separate entity
headed by a governing body with clearly defined responsibility for implementing the
broad investment mandate established by the government;

(i) Providing extensive powers to the chief executive and senior managers

where the SWF’s governing body(ies) is not independent;
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(iif) Vesting responsibility for operational management in the hands of the
central bank or statutory agency; or

(iv) Contracting out responsibility for making individual investment decisions
to external service providers on a fee-for-service basis. One or more of the above
mechanisms could be adopted, or the owner or the governing body(ies) should
demonstrate that the operational independence of the SWF's management is

preserved.

3.3.1.6 Accountability

¥ GAPP 10. Principle: The accountability framework for the SWF’s operations

should be clearly defined in the relevant legislation, charter, other constitutive
documents, or management agreement. It is important that there are in place
accountability arrangements for the owner, the governing body(ies), and the
operational management, as applicable, which are commensurate with their respective
defined responsibilities. The owner is accountable, for example, to the legisfauare

the public, for the SWF's approved objectives. In cases of SWFs established as
separate legal entities, the governing body(ies) is accountable to the owner, and
management is accountable to the governing body(ies) for the SWF's operations,
including its investment performance.

In cases of SWFs without separate legal identity, the entity responsible for
operational management is accountable to the owner. Access to accurate, timely, and
relevant information is essential to an effective accountability framework. In addition,
developing appropriate evaluation methods could facilitate the monitoring by owners
and governing body(ies), or both as the case may be, of the performance of SWF
managers in achieving their objectiV&s

¥ GAPP 11. Principle: An annual report and accompanying financial statements

on the SWF'’s operations and performance should be prepared in a timely fashion and
in accordance with recognized international or national accounting standards in a

consistent manner. The annual report and the financial statements should present the

1%As is the case in Botswana, Canada (Alberta), Chile, Mexico, Norway, Russia, Timor-Leste, and
Trinidad and Tobago.
199 See also GAPP 23.
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performance of the SWF's assets and liabilities and be based on a reliable and
consistent accounting system. This is important to ensure that information about
investments and performance is clear, fair, accurate, and comparable for
accountability reasons. It is also important that the financial statements include
information on contingent liabilities and off balance sheet transactions, as applicable.
In most cases, the financial statements are prepared according to international
financial reporting standartf§ or equivalent national accounting stand&td$®

* GAPP 12. Principle: The SWF’s operations and financial statements should be

audited annually in accordance with recognized international or national auditing
standards in a consistent manner. The SWF’s activities, finances, accounting and
operational systems, and controls should be internally-audited on a regular basis, as
applicable. The audit procedures should be open for review. The internal audit process
should be independent of the SWF’s operational management and result in periodic
internal audit reports, which could be presented to the owner or the governing
body(ies) or a committee thereof.

The SWF's financial statements should be subject to an annual independent
external audit in line with international standards, or equivalent national auditing
standards, so as to provide assurance that the financial statements fairly represent the
financial position and performance of the SWF in all material respects. Information
on accounting policies and any qualification to the statements should be an integral
part of the financial statements. The external audit report prepared by an independent
commercial auditor should be submitted to the owner or the governing body(ies) or a
committee thereof. In some instances, an external audit report may also be prepared
by an independent statutory auditor. The external auditor should be subject to strict
gualification and suitability standards, and the selection process for commercial

auditor should be transparent, independent, and free from political interféfetfée

20E g., Azerbaijan, Botswana, Timor-Leste, Trinidad and Tobago, and UAE (ADIA).

21E g., Australia, China, Korea, New Zealand, and Singapore.

22 gee www.IFRS.com.

23 For example, consistent with the International Federation of Accountants Code of Ethics.
2% gee IFAC, 2005, Code of Ethics for Professional Accountants.
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3.3.1.7 Assurances of integrity of operations

¥ GAPP 13. Principle: Professional and ethical standards should be clearly
defined and made known to the members of the SWF's governing body(ies),
management, and staff. To ensure the soundness and integrity of the SWF's
operations, members of the governing body(ies), managers, and staff should be
appropriately qualified and well-trained, and should be subject to minimum
professional standards. To the extent applicable, the governing body(ies) should
require establishment of a code of conduct for all members of the governing
body(ies), management, and staff, including compliance programs.

Furthermore, members of the governing body(ies), managers, and staff should
be subject to conflicts of interest guidelines, and rules. These codes, guidelines, and
rules are critical in ensuring a high level of integrity and professionalism. In addition,
adequate legal protection for members of the governing body(ies), management, and
staff such as customary provision of indemnification and insurance where applicable,
furthers the good-faith conduct of their official duties. In cases where the SWF is a
pool of assets, professional and ethical standards should apply to staff employed by
the entity(ies) involved in the operational management of the SWF.

¥ GAPP 14. Principle: Dealing with third parties for the purpose of the SWF’s

operational management should be based on economic and financial grounds, and
follow clear rules and procedures. To ensure good governance and efficient use of
resources, it is important that the SWF, its owners, or the entities in charge of the
SWF'’s operational management establish clear rules and procedures for dealing with
third partie$®.

- GAPP 15. Principle: SWF operations and activities in host countries should be

conducted in compliance with all applicable regulatory and disclosure requirements of
the countries in which they operate. It is essential that the SWF respect host country
rules and comply with all applicable laws and regulations of host countries in which
SWF operations are conducted. Information with respect to the SWF’s operations or
activities within a given jurisdiction should be disclosed to the relevant regulators in

such jurisdictions in compliance with applicable laws and regulations, including in

205k g., commercial fund managers and custodians, or external service providers
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connection with investigations or any other regulatory actions initiated by securities
regulators or other relevant authorities.

In particular, the SWF should:
(i) Abide by any national securities laws, including disclosure requirements and
market integrity rules addressing insider trading and market manipulation;
(ii) Provide disclosure to local regulators, upon request and in confidence, of financial
and non-financial information as required by applicable laws and regulation;
(i) Where required by applicable law or regulation, be subject to local regulators,
and cooperate with investigations and comply with regulatory actions initiated by
local regulators or other relevant authorities;
(iv) Abide by any anti-monopoly rules; and
(v) Comply with all applicable tax rules.
The SWF expects that host countries would not subject the SWF to any requirement,
obligation, restriction, or regulatory action exceeding that to which other investors in
similar circumstances may be subject.

* GAPP 16. Principle: The governance framework and objectives, as well as the

manner in which the SWF's management is operationally independent from the
owner, should be publicly disclosed. Public disclosure of the objectives and
governance framework of the SWF promotes a clear understanding of what the SWF
seeks to achieve and of the division of responsibilities to provide assurance that
investment decisions are made on an independent basis without political interference.
Such public disclosure would support the maintenance of an open and stable
investment climate. In particular, it can assist in reassuring recipient countries that
SWEF investments are based on economic and financial considerations and employ
sound operational controls and risk management sy&tems

#  GAPP 17. Principle: Relevant financial information regarding the SWF should

be publicly disclosed to demonstrate its economic and financial orientation, so as to
contribute to stability in international financial markets and enhance trust in recipient

countries. The financial information referred to in this principle would normally be

208 For example, in Australia and Ireland, the SWFs disclose this information in annual reports, media
releases, and on their websites. In Azerbaijan, the SWF responds to freedom of information requests
and publishes information on its website, while SWFs in UAE (ADIA) and Singapore publish their
objectives and governance structure on their websites.
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asset allocation, benchmarks where relevant, and rates of return over appropriate
historical periods consistent with investment horizons. Disclosure of these items will
help to give guidance on risk appetite. These disclosures taken together with the
disclosure of other items specified in the GAPP, particularly GAPPs 2, 4, 18.3, and
21, aim at meeting the intent of the GAPP to contribute to stability in international

financial markets and enhance trust in recipient countries.

3.3.1.8 Investment and Risk Management Framework Investment policy

#°  GAPP_18. Principle: The SWF'’s investment policy should be clear and

consistent with its defined objectives, risk tolerance, and investment strategy, as set
by the owner or the governing body(ies), and be based on sound portfolio
management principles. The investment policy should set out how to achieve the
SWF'’s defined objectives using the investment strategy as set by its owner or its
governing body(ies). By defining the investment policy, the SWF commits to a
disciplined investment plan. The investment policy also guides the SWF in
implementing activities consistent with the approved investment objectives and
strategies, and risk tolerariee as well as its investment monitoring procedures.
Although there is no set formula that suits all situations, the investment policy,
including the strategic asset allocation, should draw upon appropriate portfolio
management principles. The strategic asset allocation is typically embodied in a
benchmark portfolit®. and determined by the SWF's policy purpose, liability profile,
horizon over which expected returns and risk are defined, and characteristics of
different asset class8s The investment policy normally defines permissible asset
classes and gives guidance on concentration risk with regard to individual holdings,
liquidity, and geographical and sectoral concentration. In line with the policy purpose
of the SWF, the strategic asset allocation may set certain investment parameters, for

example, exclusively investing in foreign assets.

27 Risk tolerance refers to an investor's willingness and ability to handle declines in the value of
his/her portfolio. For example, it can be expressed as the degree of uncertainty that an investor can
accept with regard to a negative change in the value of the portfolio.

28 A benchmark portfolio is a reference portfolio or an index constructed on the basis of the
investment policy. It serves as a basis for comparison of the performance of the actual portfolio.

209 Asset class refers to a group of securities that exhibit similar characteristics, and behave similarly in
the financial market. Examples of asset classes include stocks, bonds, and real estate.
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In addition, the strategic asset allocation may consider the SWF'’s investments
in conjunction with other assets or liabilities of the country, resulting in, for example,
investing in assets negatively correlated with the country’s natural resources. As the
parameters and assumptions underlying the SWF’s investment policy— including its
strategic asset allocation—change over time, a periodic review is Ateded
+ GAPP 18.1. Subprinciple: The investment policy should guide the SWF's

financial risk exposures and the possible use of leverage. Exposures to financial risks
including market, credit, and liquidity risks, the use of derivatives, and levétage
commensurate with the SWF's investment horizon and risk bearing capacity are key
determinants of its ability to meet its investment objectives and contribute to financial
market stability. Such exposures and the use of derivatives and leverage should be
well understood, and measured and managed appropfttately

Derivatives are useful in SWFs’ operations— some may use them only for
hedging purposes, whereas others also use them for active position taking. While
SWFs typically do not use much leverage, this is often an integral part of an SWF's
investment, risk management, and cash management frameworks. It may show up in a
variety of forms, including traditional borrowing to finance investments, use of
futures and options contracts, interest rate and currency swaps, repos, and buy/sell-
back operations. In addition, leverage is an integral part of investing in certain asset
classes such as “alternative investments” and real estate including from a rate of
return and from a tax perspective, where appropriate.

+ GAPP 18.2. Subprinciple: The investment policy should address the extent to

which internal and/or external investment managers are used, the range of their
activities and authority, and the process by which they are selected and their
performance monitored. In addition to internal managers, SWFs may allocate part of
their assets to one or more external institutions for investment management. An SWF

may use external managers because they may:

20E g., as is currently done by SWFs in Australia, New Zealand, and Singapore.

21 | everage is using borrowed funds or debt in such a way that the potential positive or negative
outcome is magnified and/or enhanced.

#12See GAPP 22.
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(i) Have skills and established systems for undertaking investment activities in
specialized instruments and markets for which the SWF does not have a capability;
and

(i) Assist SWFs in managing or reducing the costs of maintaining an asset
management operation in a particular market or instrument. In these and similar
circumstances, SWFs carefully select reputable and creditworthy  investment
managers and enter into written investment management agreements. Such
agreements typically provide for:

(i) Specification of an investment mandate;

(i) An agreed understanding of expected performance and investment risk—including
tracking errors— reports, and fees; and

(i) Where appropriate, a clear undertaking by the investment manager of any
promised particular investment methodology or a team to whom historical
performance may have been attributed.

+ GAPP 18.3. Subprinciple: A description of the investment policy of the SWF

should be publicly disclosed. The description could include qualitative statements on
the investment styfé®> or investment themes, the investment objectives, the
investment horizon, and the strategic asset allocation. These disclosures, together with
the disclosure of relevant financial information as described in GAPP 17, should give
an indication of risk appetite and exposure. In addition, the SWF may describe the use
of leverage in its portfolio or disclose other meaningful measures of financial risk
exposure.

*  GAPP_19. Principle: The SWF's investment decisions should aim to

maximize risk-adjusted financial returns in a manner consistent with its investment
policy, and based on economic and financial grounds. It is a core principle that SWFs’
overarching objective is to maximize risk-adjusted financial returns, given the risk
tolerance level of the owner. SWFs’ investment decisions and activities, therefore,
should be guided by and be consistent with this objective.

+ GAPP 19.1. Subprinciple: If investment decisions are subject to other than

economic and financial considerations, these should be clearly set out in the

investment policy and be publicly disclosed. Some SWFs may exclude certain

23E g., active/passive, financial/strategic.
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investments for various reasons, including legally binding international sanctions and
social, ethical, or religious reaséts More broadly, some SWFs may address social,
environmental, or other factors in their investment policy. If so, these reasons and
factors should be publicly disclosed.

* GAPP 19.2. Subprinciple: The management of an SWF’'s assets should be

consistent with what is generally accepted as sound asset management principles. The
SWF should manage its assets and discharge its other duties with care, skill, and
diligence. The same applies to delegating authority and in selecting and supervising
investment managers.

Sound asset management also requires that each investment be considered in
the context of the overall portfolio, and not in isolation only, and as part of an overall
investment strategy that incorporates risk and return reasonably suitable to the SWF's
approved investment policy and objectives. Fees and costs incurred in performance of
its investment activities should be reasonable in amount, and the process of
authorization and incurrence, and amounts paid, should be transparent to its owner or
its governing body(ies) and follow clear rules and procedures, and be subject to ethic

rules®®,

#  GAPP 20. Principle: The SWF should not seek or take advantage of privileged

information or inappropriate influence by the broader government in competing with
private entities. This principle promotes the fair competition of SWFs with private
entities. For example, SWFs should not seek advantages such as those arising from
privileged access to market sensitive inform&titn

#7  GAPP_21. Principlee SWFs view shareholder ownership rights as a

fundamental element of their equity investments’ value. If an SWF chooses to
exercise its ownership rights, it should do so in a manner that is consistent with its
investment policy and protects the financial value of its investdténhe SWF
should publicly disclose its general approach to voting securities of listed entities,
including the key factors guiding its exercise of ownership rights.

24 E g., Kuwait, New Zealand, and Norway.

1> See GAPP 14.

2% However, recipient countries may grant to SWFs certain privileges based on their governmental
status, such as sovereign immunity and sovereign tax treatment.

1" See GAPP 15.
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SWFs’ demonstrated ability to contribute to the stability of global financial
markets results in part from their ability to invest on a long term, patient basis. The
exercise of voting rights is seen to be important by some SWFs for their capacity to
hold assets and preserve value rather than becoming a forced seller and, by definition,
a shorter-term investor. The exercise of ownership rights is also seen by some SWFs
as a mechanism for keeping the management of a company accountable to the
shareholders, and thus contributing to good corporate governance and a sound
allocation of resources.

To dispel concerns about potential noneconomic or nonfinancial objectives,
SWFs should disclose ex ante whether and how they exercise their voting rights. This
could include, for example, a public statement that their voting is guided by the
objective to protect the financial interests of the SWF. In addition, SWFs should
disclose their general approach to board representation. When SWFs have board
representation, their directors will perform the applicable fiduciary duties of directors,
including representation of the collective interest of all shareholders. To demonstrate
that their voting decisions continue to be based on economic and financial criteria,

SWFs could also make appropriate ex post disclosures.

3.3.1.9 Risk management and performance measurement

- GAPP 22. Principle: The SWF should have a framework that identifies,

assesses, and manages the risks of its operations. It is important for the SWF to have a

strong risk managemént culture, where senior management is engaged in crafting
and enforcing risk management processes, and a well-functioning risk management
framework to ensure that it is able to identify, assess, and manage its risks to protect
its assets and stay within the tolerance levels as set in the investment policy.
Adherence to high standards in risk management with sound operational controls and
systems will also help achieve the aim of preserving international financial stability as

well as maintaining a stable, transparent, and open investment environment.

218 Risk management is the process of identifying the desired level of risk, measuring the current level
of risk, monitoring the new actual level of risk, and taking actions that bring the actual level of risk to
be aligned with the desired level of risk.
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The risks that SWFs face in their investment operations can be classified into
four broad categories: financial, operational, regulatory, and reputational risks. The
main financial risks are market rfsR credit risk?®, and liquidity risk. The main
operational risks! include people risk (incompetence and fraud), business continuity
risk, process risk, technology risk, and legal risk.

The main regulatory risk stems from changes in the laws and regulations
governing the operation of SWFs in countries of origin as well as recipient countries,
or from changes in the application of such laws and regulations. Reputational risk is
the potential that negative publicity regarding an SWF’'s business practices, whether
true or untrue, may cause a decline in investment returns, costly litigation, or loss of
counterparties, or impair the home country government’s international standing.

+ GAPP 22.1. Subprinciple: The risk management framework should include

reliable information and timely reporting systems, which should enable the adequate
monitoring and management of relevant risks within acceptable parameters and
levels, control and incentive mechanisms, codes of conduct, business continuity
planning, and an independent audit function. The measurement and management of
financial risks is typically done by using quantitative methodologies and models. To
complement these models and to mitigate “model risk”, stres&*festtsuld regularly

be conducted to evaluate the potential effects of macroeconomic and financial
variables or shocks. To assess, manage, or mitigate operational risks, there should be
an established and documented framework that has clear lines of responsibility,
segregation of duti€€? and reliable control mechanisms.

Codes of conduct and recruitment policies are important to ensure the
professional and ethical behaviour of staff involved in the SWF's operations. To
ensure that the SWF can continue operating in case of a technology breakdown or
natural disaster, contingency planning, including alternative sites of operation, is an

important part of the framework. In mitigating regulatory and reputational risks, it is

29E g., interest rate, foreign currency, equity and commodity price risks.

220E g., issuer, counterparty, and settlement risks.

221 Operational risks are the risk of loss from failures in a company’s systems and procedures or events
completely outside of the control of the organization.

222 A stress test is a simulation technique used on investment portfolios to determine the financial

outcome in different scenarios.

23 The lines of responsibilities and segregation of duties should be clear both at the operational level
(e.g., among the front, middle, and back offices) and at the senior management committee level (e.g.,
between the Investment Committee and the Risk Management Committee).
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important to have systems to track current regulatory and legal requirements in each
recipient country that the SWF invests in. Impact assessment of any forthcoming
changes in the regulatory environment should be conducted regularly. To satisfy the
owner and the governing body(ies) that risks in the SWF are managed properly, the
risk management framework should be subject to a regular independent audit.

+ GAPP 22.2. Subprinciple: The general approach to the SWF's risk management

framework should be publicly disclosed. Public disclosure of the SWF's general
approach to its risk management policies and key actions related to governance and
the soundness of its operations reassures that the SWF, its governing body(ies), or
management adheres to a high standard of managing operational, regulatory, and
reputational risks.

However, there are certain elements of the risk- management framework, such
as information about the alternative sites of operation, that are considered to be
sensitive information and should not be disclosed. Adherence to high standards,
including transparent operational control and risk management systems, together with
a constructive engagement by recipient countries, will help achieve the aim of
maintaining a stable, transparent, and open investment environment.

#°  GAPP 23. Principle: The assets and investment performance (absolute and

relative to benchmarks, if any) of the SWF should be measured and reported to the
owner according to clearly defined principles or standards. Accurate and consistent
measurement and reporting of investments and investment performance enables the
managers of an SWF to make well-informed judgments about their investments.
Reliable performance measurement is also important for back testing of risk

measurement models. For the owners and the governing body(ies), this is crucial for
assessing how well managers are keeping to their defined objectives. Users of
statistics based on the valuation of assets also need to be assured of the sound
measurement of the underlying data. Investment benchmarks are an important tool for
assessing performance and monitoring the accountability of SWFs. If benchmarks are
used, performance assessment and accountability will, inter alia, occur through the

comparison of performance of the actual portfolio relative to the benchmark portfolio.
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3.3.1.10 GAPP implementation

¥ GAPP 24. Principle: A process of regular review of the implementation of the
GAPP should be engaged in by or on behalf of the SWF. It is desirable for each SWF

or its owner or governing body(ies) on behalf of the SWF to use the GAPP to review

the SWF'’s existing arrangements and assess its ongoing implementation on a regular
basis, with the results reported to its owner or governing body(ies). The
implementation can be verified through self-assessment performed by the SWF along
with its owner, or other mechanisms such as third-party verification as determined by
the SWF or its owner or governing body(ies). The owner or the governing body(ies)
may choose to publicly disclose the assessment to the extent it believes such
disclosure is consistent with applicable laws and/or regulations and may contribute to

stability in international financial markets and enhance trust in recipient countries.

3.4 Greece'’s respongé’

Greece, as a member state of the EU, has to comply with the European legal
framework which was presented at the beginning of this chapter.

In 2002, the Greek government passed Law 3049/2002 (hereinafter referred to
as “Denationalisation Law®}°. The new Law amended and replaced the previous
Law 2000/1991 governing denationalisafion

The most controversial provisions of the new Denationalisation Law are to be
found in Article 8, bearing the title “Corporations of public interest and social
utility—Special Share”. The Law. provides that the Minister of Economy and Finance
acting in concert with the Minister of Development and the minister who is competent
for the particular enterprise to be denationalised:

(a) decide on those public sector enterprises offering services of public interest
and social utility services associated with national defense and security, public health,

energy, transportation and communications, the safeguarding of the smooth operation

224 panagiotis K. Staikouras, 2004, “Structural Reform Policy: Privatisation and Beyond—The Case of
Greece”, pp. 379-390.

225 aw 3049/2002, Gazette of the Greek Government, A/212/2002, see appendix pp. 89.

226 5ee Law3049/2002, Article 11(1), stating that the provisions of Articles 1-10 of the Law2000/1991,
Gazette of the Greek Government A/206/2000, are abolished.

Regulating Sovereign Wealth Fundg1
I n search of the Golden Mean



of markets and the exploitation of national resources, and in relation to which the
government should consent before the taking of specific decisions of strategic
importance;

(b) specify the concept of “public interest” and clarify the decisions of
strategic importance for which the government’s consent is needed;

(c) determine the conditions under which the government’s consent will be
givert?’.

The relevant ministerial decisions should be taken on the basis of clear and
objective criteria, which are able to attain the public interest objective set, not
exceeding what is necessary to achieve the stipulated end and being applied in a non-
discriminatory manner. The Denationalisation Law explicitly provides that the
government’s consent in connection with issues of strategic importance may be
secured through the use of the so-called “special share”. In other words, it may be
contemplated that the government retains a “special share” in the denationalised
enterprises embodying enhanced rights, most notably the right to veto particular
decisions of strategic importarf¢&

Part of the members of the Parliament expressed their concern over the
compatibility of the “special share” provision with the Community law on freedom of
capital movement and establishment. These worries are not unfounded given the
European Court of Justice’s decisions, presenting a rather mixed picture in relation to
the legality or not of granting “special shares”.

More specifically, the European Court of Justice stands very critical of
national measures which have the effect of impeding freedom of capital movement
and establishment. It seems to acknowledge that freedom of capital movement and
establishment may be lawfully restricted by national measures, provided specific
conditions are cumulatively met, namely, that the national measures concerned:

— are applied in-a non-discriminatory manner in terms of nationality, that is,

they are applied to both nationals and foreigners (legal and natural persons);

— seek to serve overriding requirements of general interest;

— are suitable in achieving the stipulated objective (suitability principle);

27| aw 3049/2002, Article 8(1).
228 | aw 3049/2002, Article 8(1)—(2).
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— are proportionate to the pursued objective (proportionality principle).

In assessing the suitability and proportionality of the measures, the Court
places particular emphasis on whether: (a) such measures are adopted on the basis of
precise, objective and stable criteria, which are known in advance to those concerned
(e.g., the conditions for applying those measures are plainly specified in advance), and
(b) the decision to apply such measures is reasoned and an effective legaffemedy

It is not absolutely clear whether the provisions of the Greek Denationalisation
Law comply with the criteria set forth by the European Court of Justice. According to
one view, the “special share” system created under the Denationalisation Law is
compatible with Community law, to the extent that the Law 3049/2002 expressly
provides that the relevant ministerial decisions granting special powers to the
government should meet particular requirenféfitsin particular, the ministerial
decisions should: (a) refer to enterprises offering services of public interest and social
utility, (b) seek to serve overriding general interest objectives, (c) be founded on clear
and objective criteria, (d) be applied on a non-discriminatory fashion, (e) be able to
achieve the stipulated objective, (e) not exceed what is necessary to accomplish the
objective set, and (f) be notified to the parties interested in participating in the
privatisation proces$&. On the other hand, a different line of argument holds that the
Law, as it stands, does not specify in a precise manner neither the content of the rights
conferred upon the government, nor the discretion of the competent ministers
concerning the substance of the relevant deci&ions

In 2008, a new and more specified law, regarding the so-called “golden

share”, was passed by the Greek government. According to Article 11 of Law

29 The cases that have been examined by the European Court of Justice are the following:

a. Case C-58/99, Commission of the'European Communities v. Italian Republic [ECR 2000 I-03811].
b. Case C-503/99, Commission of the European Communities v. Kingdom of Belgium, [ECR 2002 |-
04809].

c. Case C-483/99, Commission of the European Communities v. French Republic [ECR 2002 [-04781].
d. Case C-367/98, Commission of the European Communities v. Portuguese Republic [ECR 2002 I-
04731].

e. Case C-98/01, Commission of the European Communities v. United Kingdom of Great Britain and
Northern Ireland [Judgment of the Court on 13 May 2003].

f. Case C-463/00, Commission of the European Communities v. Kingdom of Spain [Judgment of the
Court on 13 May 2003].

230 Mihalopoulos (2002), p. 1209. Of course, whether the decision of the DMC does in reality satisfy all
the aforementioned principles, thus complying with the Community law on freedom of establishment
and capital movement is a matter to be judged on a case-by-case basis.

21| aw 3049/2002, Article 8(1) and Explanatory Memorandum, Article 8.

%2 Mouzoulas (2003, pp. 120-121).
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3631/2008%, acquisition by a shareholder, other than the Greek government, or its
associated companies or by shareholders acting in concert, of at least 20% of the
voting rights, in national societes anonyms (SAs) of strategic importance, or state-
owned enterprises which have or had monopoly privileges, especially when it comes
to companies owning or operating or managing national infrastructure networks,
requires the prior approval of the Interministerial Committee on Privatization of Law
3049/2002. Authorization is granted if some evaluation criteria are satisfied, in order
to ensure continuous and uninterrupted provision of services and network operation.
Below, are some indicative criteria which are taken into consideration by the
Interministerial Committee in order to approve such investments:

a) the experience and reliability of shareholders,

b) information regarding the investment strategies,

c) the transparency of transactions,

d) the business plans,

e) the size and nature of the investment program,

f) jobs’ safeguarding,

g) the structure of share capital under the principles of transparency and

reciprocity,

h) the way that the decisions are made.

Furthermore, even if the aforementioned approval has been granted, the
Minister of Economy and Finance retains a “golden share” in the sense that it has the
right to veto corporate decisions in the following fields:

a) dissolution or liquidation and appointment of liquidators.

b) corporate transformation, which may jeopardize the provision of services in

areas of strategic importance.

c) any transfer, change or modification, of their strategic assets which may

affect economic and social life and safety of the country.

233 See appendix pp. 106.
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Conclusion

It is forecasted, that SWFs will increase five-fold by the middle of the next
decade and reach $7-$11 trillion by 26*3That could make these funds, collectively
and perhaps individually, the largest shareholders in many of the world’s biggest
companies that are today privately owned. At the same time, because of the growth in
sovereign business, many more of the world’s biggest public companies could be
directly controlled by governmerits.

The reasons behind the rapid growth of state-controlled investment funds and
state controlled businesses are still being debated among academics and
policymakers. The superficial reasons are clear enough: rapid economic growth in
some developing markets, large trade surpluses, and rising oil prices have generated
U.S. dollar surpluses in East Asia, the Middle East, Norway, and Russia. But the fact
of rapid economic growth and the influx of dollars alone does not ameliorate potential
concerns regarding the fact that governments, rather than private market actors, have
the power to control the investing of this new-found wealth and may not have the
same, market-sensitive set of incentives that characterize the privaté®8ector

Some investment motive¥ of SWFs could potentially lead to excessive risk-
taking and a distortion of asset prices. For instance, some observers have expressed a
concern that certain SWFs may be prone to an abrupt selling of assets, thereby
contributing to market volatility. There are also warns, that some SWFs may acquire
stakes in companies of sensitive industries and possibly bail out or support local firms
for non-economic reasons. Nevertheless, so far there is no firm evidence of such
investment patterns which would also negatively impact market int&rity

Although the existence of the SWFs, raises some concerns which mainly focus
on whether their objectives are commercial or driven by political defence or foreign
policy considerations, solutions can be found by the introduction of certain key
principles that could guide governments when they design and implement investment

234 | ipsky, 2008, “SWF Principles Will Cross-Border Investment”, pp 1.

235 Approved by Mark Allen and Jaime Caruana, February 29, 2008, Sovereign Wealth Funds—A
Work Agenda, pp. 6-8.

236 Available at http://www.sec.gov/news/testimony/2008/ts030508et.htm.

%37 E g. when SWF acquisitions are driven by political considerations.

238 pvailable at http://www.imf.org/external/np/sec/pn/2008/pn0841.htm.
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measures, to address national security concerns. Furthermore, observance of high

standards by SWFs and their provision of adequate and timely information will

facilitate recipient countries’ efforts to implement their commitments and its

recommendations for preserving open markets while safeguarding national security.

The resulting framework, introducing principles of further transparency, non-

discrimination, liberalisation and standstill, will foster mutually beneficial situations

where SWFs enjoy fair treatment in the markets of recipient countries and countries

can confidently resist protectionism pressures. The international organisations,

OECD, IMF, World Bank can promote and coordinate these efforts.

More specifically, in short, regulation of SWFs’ activities by recipient

countries includes:

= Securities Regulation and Corporate Governance. The investment activities of
SWFs can be subject to securities market and related rules in three key
dimensions:

(i) Reporting requirements on SWF shareholdings;

(if) Application of corporate governance rules of the invested company; and

(iif) Market integrity rules that could apply to an SWF as an investor.

®= Foreign Investment Vetting Agencies. Investment by SWFs may be subject to
limitations imposed under the foreign investment rediheA number of
countries have special agencies charged with the review of investments based on
national security considerations. For example, the Committee on Foreign
Investments in the United States reviews transactions from the perspective of U.S.
national security. Even where countries have liberalized their foreign investment
regimes through multilateral or bilateral investment treaties, they typically reserve
the right to oppose foreign investments on public order and national security
grounds.

® Financial Institution Regulation. Certain investments by SWFs in supervised
financial institutions such as banks and insurance companies are subject to
prudential rules. Acquisitions of significant shareholdings above, e.g., 10 percent,
may be subject to prior approval by supervisors on the basis of a “suitability test”

to safeguard sound and prudent management of the financial institution.

Z9E g., through capital controls.
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= Regulation of Srategic Sectors. Beyond the financial sector, industries that are
considered to be of strategic or social import&tfceould often be subject to
special laws that would include regulation of market structure and behaviour,
which may be applied to SWFs.

= Anti-Monopoly Agencies. Without limitation to any particular sector, investment
activities of SWFs may be subject to scrutiny by regulatory agencies applying
anti-monopoly or take-over regulations, principally on market structure
ground$*.

On balance, several potential channels through which the emergence of SWFs
as large global players may affect the global financial system can be identified. In this
respect, it is of particular importance that SWFs be sufficiently transparent on their
size, asset allocation and investment motives so as to assuage concerns about
potentially distorting the effects of SWFs and to reduce uncertainty in financial

markets.

240E g., energy, media and telecommunications.
241 Approved by Mark Allen and Jaime Caruana, February 29, 2868ereign Wealth Funds—A

Work Agenda, pp. 19.
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Appendix
CHAPTER 1, page 14

The following table depicts some critical differences among SWEFs, State Owned

Enterprises and Public Pension Funds.

Sovereign Investment Vehicle Characteristics

Sovereign Wealth Funds State Owned Enterprises

Asset Ownership Government Primarily Government Pension Members
Primary Purpose aries Varies Fund Defined Benefit Obligations
Funding Source Commeadity / Non-Commodity Government / Corporate Earnings  Pension Contributions
Government Contral  Total Significant Insignificant
Disclosure Varies Varies Transparent
Investor Class Growth  High Steady Steady
Abu Dhabi Investment Authority Chinalco CalPERS
China Investment Corporation  Banco da Amazonia Cal5TRS
Exﬂmples Korea Investment Corporation  Rosneft OJSC NYSTRS
Kuwait Investment Authority |[EDF) Electricite de France 54 Teacher Retirement System of Texas

**These are generalities, exceptions can be made or blurred.

Source: Sovereign Wealth Fund Institute

CHAPTER 2, page 25

Oil & Gas Commodity Prices
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CHAPTER 2, page 36

The figure below depicts what can be seen on table 3, in short:

SWFs by Funding Source

Total
O;;; ] Total Oil
’ & Gas
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CHAPTER 3, page 81

Eidog: NOMOX

ApBpog: 3049

"Etog: 2002

®EK: A 212 20020910

Tébnke o€ 10y0: 10.09.2002

Apuoddiog @opéag: O ITIPOEAPOZ THE EAAHNIKHE AHMOKPATIAZ

Hup. Yroypagng: 06.09.2002

Tithog: Amokpatikomoinon entyelpnoe®mv Tov Anpociov kot GAAES dtotdEers.
[Tpooio: Exdidope tov axdAovBo vopo mov yneioe 1 Bovn:

O¢pata: AHMOZXIO, EINIXEIPHXEIE, ATIOKPATIKOITOIHXH EITIXEIPHXEQN,
AAAEXZ AIATAZEEIX

YyxoA

- Xoupowvo pe v map. 13a tov Sékatov apbpov Tov v. 3082/2002
(A"316/16.12.2002)£vT0G OEKOOKT® UNVAOV amd Tr ONUOGIELGT TOL VOUOL OVTOD
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petoxés e ALE. pe mv enovouio “Tayvopoukd Toapevmpro EALGO0G Avdvoun
Tpamelun Etoipeia” dworifevion oe aoc@aAGTIKOVG OPYAVIGHOVS KOl OGQAAGTIKA
Tapeio, copeova pe TN dadikacio Kot kot avaAloyo EQaploy TOL TAPOVTOS VOLOU
Kol TOV GAAOV KEWEVOV Ootdéemy. Zopemva pe v mop. 2 Tov dpbpov. 7 tov v.
3139/2003 A’ 100/30.4.2003)ppog cvupdocwv, mov £xovv NoN cvvoporoyndel ot
EQOPUOYT] TOV OlOOIKACIOV OTOKPOUTIKOTOINGoNG TOL TopOVIOS VOUOL 1 TOL V.
2000/1991, 0 omoiog e&aptd T Oéom oe 100 TOV CLUPACEOV OVTOV amd TN
VOUOBETIKT TOLG KUP®EGN, 0V deopebel Ta suuPaiidopeva pépn. Ot cuupdoelg avtég
tifevtar o o0 S6éko MuéPec omd T dnuoocicvon Tov vopov 3139/2003 (iotig
10.5.2003),epdc0v T0 cLUPBOAAOUEVO HEPT OEV CLUPMVIICOVY OLOPOPETIKA UEGOL
oV TapOmave mpobeopia. ZOuemva, TéA0G, pe V. map. 3 Tov Gpbpov 7 ToL V.
3139/2003, ot dwtdéelg TOL  WAPOVTOS  VOUOL,  epopuolovial Kol OTIG
OTOKPOTIKOTOOEL, OTIG Omoieg oev €yovv. mepotwbel ot evépyeleg mov elval
OVOYKOIES Y10l TNV OAOKANP®OT TOVG. ZOppove pe v map. 1 tov apbpov 17 tov v.
3190/2003 A" 249/30.10.2003)pe v oAokAnpmon kabe eni puépovg petofifaong,
elte WLTIKNG emyeipnong site emyeipnong tov Anpociov, 1 onoio VIAGGETOL GTO
TAOUG10 SLOOIKAGIOG OTOKPOTIKOTOINONG EMXEIPNONG TOL ANpociov, COLP®VA LE TIG
dtdEelg Tov TaPOVTOS VOLOL, VIO TN HOPOPT], EVOEIKTIKA, GUYXDVEVONG, AVTOAANYNG
LETOY®V, TAOANONG METOXDV, ocLUpETOPIPAlovtal aVTOdKOIMG OV  OTOKTMOGO
emyeipnomn, n omoia pmopel vor etvor €ite WOwTIKN emyeipnon elte emyyeipnon Tov
Anpoociov, OAeg o1 dOIKNTIKEG dodeleg TG petaPifalopevng emyeipnong. Meta v
OAOKANP®OT TNG MO TAVE PETARIPaonS, 01 S10IKNTIKES 0pYES OV Elval APUOSIES Yo
™V €K6001 TOV SOIKNTIKOV adeidv TG petapifacteicag emyeipnong vroypeohvtan
otV £ékdoon emPBeParmTikng TpAEng peTaPifacng g avticToyng SLOKNTIKNG AOEL0G
07O OVOUO. TG amoKIMoas emtyeipnong péoa o déka (10) nuépeg amnd v vrofoin
OYETIKNG OUTNONG TG OMOKTMOOG EMLYEIPTONG. ZOUPOVO, LUE TNV TEP. ) TNG TTop. 9 TOV
apOpov 4 tov v. 3270/2004 A’ 187/11/.10.2004)n diGbeon TV OKIWVATOV Kot
emyeipnuatikov. povadov tov E.O.T. tov omoiwv tn odtoiknor, dwuyeipion kot
expetdAievon aoket 1 “ETAIPEIA TOYPIETIKHYE ANAIITYZHE A.E.” copupova
ue 1o GpBpo 9 map. 6 tov N. 2837/2000,yi0 v ektédeon £Py®V TOLPIOTIKNG

AVATTLENG KOl TOVPICTIKMV VITOSOUDV, TOV KpiveTal 6Tt GLUBAAAOVY GTNV TPOo®ON oM
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NG TOVPICTIKNG OVATTTVENG TG Xdpog, amopaciletal amd ™ Awmovpykn Emtponn
ATOKPATIKOTOMGE®Y KATA TIG S10TAEELS TOL TAPOHVTOG VOLOV.

- Toueova pe v mop. 2 tov dpbpov 1 tov v. 3581/2007 A” 140/28.6.2007)n
obvayn Tov cvuPdcoewv g mapaypdeov 1 tov avetépm apbpov (PA. oxetikd),
€EPOCOV TO OVTIKEINEVO TOVG TTeptAapPavel petafifaon 1 Tapoydpnon OTKOMUOTOS
Tov Anpociov emt axwnrov, omogaciletonr omd ™  Awmovpyiky  Emitponn
Anokpatikonomcemv (A.E.A.) tov apBpov 3 tov mapdvtog vouov  (PA. oikeio
oxoMa), e@opprolopévav avoroyikd Tov datdée®mv Tov T o p 6 vV T 0 G VOUOVL. g
EMONTEVMOV Y TOLPYOG, KOTA TNV £vvola TS Ttapaypdeov 1 Tov apbpov 3 Tov mopdvtog
vopov, voeiton 0 Ymovpydg otnv appodldTTe TOL - OMOI0V VLAAYETOL TO TPOG
a&lomoinon axivnto kat, epdGoV 1 GOUPOCT GUVATTETOL KO Yol T1 OTEYAOT) ONUOGLOG
VINPEGING, 0 YTOUPYOG 6TV 0pUodSdTNTA TOV OTOioV VIAYETAL 1) €V AOY® onudcLo
vinpeoia. H A.E.A. 1 n Ewwn [pappoteio Arokpatikoromoenv (E.ILA.) tov
apBpov 3 tov mopdvtog vopov dvvaton vo-{ntd and v Ktnuotwkn Etopia tov
Anpociov (K.E.A.) ékfeom, otv omoio. mapovotdlovtal AETTONEPDS GTOLXEID Yo
axivnta Tov Anuociov kot e&etaletar 1 dvvatodtTo a&lomoincNg TOLVg KOTA TNV
napdypapo 1 tov avotépw apbpov (LPA. oyetikd). Topemva pe to apbpo 8 tov v.
3581/2007 A’ 140/28.6.2007)10 Anpodoio, uetd and oyxetikn amdgacn e A.E.A.
Kot avdAoyn epapuroy T@v SotdEe®v Tov T o p O V T 0 G VOUOV, HE TN 6VVOEST] TNG
napaypdeov 2 tov dpbpov 1 tov avetépm vouov (PA. oxdia), N 1 K.E.A. dOvavtar
va 10pVOVY NUEdATES eTOPiES eite WG LOVOG HETOYOG N €TaipOC €lTe amd KOOV e
N.ILA.A. 1| pe omodNTOTE VOUIKE TPOGMTO, Ol 0Toieg Ba dVVAVTOL EVOEIKTIKA VL
npoPaivouv oV amdKTNon KLPWOTNTOS N GAAOL eumPlyHOTOV 1 EVOYIKOV
JKOLMUATOG EML AKIVITOV, T 0Tofo 6T cuvEyela o pobdvovtat Katd Tig dSotdEels
oV apbBpov 1 tov avatépm vopov (BA. oxdAla) amd to Anpooio, N.ILA.A. | N.ILLA.
¢ mapaypdeov 4 tov apbpov 1 tov avetépm vopov (BA. oxola). Ta nepiocdtepa

BA. 0AdKANpO T0 ApHpo 8 tov v. 3581/2007.

XTOIXEIA APOPQOQN

Apbpo: 1
Hu/via: 10.09.2002
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[Teprypapn 6pov Oncavpot: ATIOKPATIKOITIOIHZEIX

Tithog ApBpov: I1edio epappoyng

Anqpporos AHMOZXIO, EIIXEIPHXEIZ, ATTOKPATIKOITOIHXH
EIMIXEIPHXEEQN, [TEAIO EODAPMOI'HX

Keipevo ApBpov:

KEDAAAIO A’

1. Z11g drotdelg Tov VOHOL anTOL LILAYOVTOL Ol EMLYEPNOELS TOL Anpociov. T Tovg
0KOTOVG TOL VOUOL GLTOD MG ETLXEPNGELS TOV ANUOGIOV VOOUVIOL Ol EMLXEPTGELS
ov avaeépovtal otny map. 1 tov apbpov 1 tov v. 2414/1996 EK 135 A"), 6mwmg
apykd ioyvoe, owtéc mov £xovv vraybel 11 Ba vroyBovv oTIC d1TAEES TOV 1d10V
VOLOL KOl TO TOTOTIKG 10PpVUATO TOV OTOIMV 1) ATOAVTN TAEIOYNEI0 TOL PETOYKOD
KeQAAAiov avnkel Apeca 6to Anpodcio.

2. Me andéeaon g Awmovpyikng Emitponic ATokpatikonomaeemy mov tpoPAEneton
otV Topdypago 3 tov dpbpov 3 pmopel va vGyovTol 6TIG OTAEELS TOV VOLLOV L TOD
Kol Ouyotpikés TV emyyelpnoemv tov Anpoociov, O6nwg avtég opiloviar otnv
napdypaeo 1 kot GAAor @opeig Tov dNUOGIOL TOpEN, OT®S AVTOC TPOGOOPIeTOL e
v map. 6 tov dpbpov 1 tov v. 1256/1982 PEK 65 A'), 6nmg 10 dpbpo avtd apyikd

toyvoe.

ApbBpo: 2

Hp/via: 10.09.2002

[Teprypaen 6pov Oncavpot: ATIOKPATIKOITIOIHZEIX

Tithog ApBpov: Opiopol

Anqpporos AHMOZXIO, EINIXEIPHXEIZ, AITOKPATIKOIIOIHEH
EIIXEIPHXEQN, OPIZMOI, OPOI T'TA TOYX XKOIIOYX TOY ITAPONTOX
NOMOY

Keipevo ApBpov:

IMa tovg 6KomovE TOL VOOV AVTOV 01 TTLO KATW® Opot £XOVV TNV akdAoVON Evvola:

o) Amokpatikoroinon: n epdma 1 otadiokn ££000¢ enyelpoemv TOL Anpociov and

oV €AeYY0 TOVL.
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B) ‘Eleyyoc: m katoyn tng mAsoyneiog tov uetdywv N 1o dikoiopua Sloptopuod ™G
TAELOYNOL0G TOV HEA®V TOV d101KNTIKOY SLUPOVAIOL 1 TO dkaimpa dOPIGUOD TWV
opydvav g dloiknong entyeipnong Tov Anpociov.

v) MetaBifoon eréyyov: 1 petofifacn (e 0molovonToTe TPOTO EITE TOV PETOYDV KOl
YNEOV TG TAEOYNPILOG TOV HETOYIKOD KEPOUANIOV €ITE TOL SIKOIMOUATOS OLOPIGLOV
™G TASOYNEIOG TOV HEADV TOL OlOIKNTIKOV GLUBOVAIOVL 1 TOV. 0PYAVOV NG
dwoiknong eite M petofifacn ToL SKOUOUATOG GOKNONG TG  OloyEiplong g

emyeipnong.

Apbpo: 3
Hu/via: 22.11.2007
[Teprypagn 6pov Onocavpov: ATIOKPATIKOITOIHXEIX
Tithog ApBpov: Awmovpyikr| Emtponry Amokpoatikonomcemv
Aqppotos AHMOZIO, EIMIXEIPHXEIZ, AITOKPATIKOITIOIHXEH
EINIXEIPHXEQN, AIYIIOYPI'TKH EHNITPOITH ATTOKPATIKOITOIHZEQN
Zyono
*E FOoueova pe v mop. 2 tov apbpov 1 tov v. 3581/2007 A° 140/28.6.2007)n
ocbvayn Tov ocvuPdoswv g mapaypdeov 1 tov avotépm apbpov (PA. oyetikd),
EPOGOV TO OVTIKEIPEVO TOVG TepAapfaverl petafifacn 1 Topay®pNon SIKOIMOUOTOC
tov  Anuociov emt axkwntov, oamnogaciletor ond ™ Awmovpyikr) Emitponi
Anokpatikorojoewv (A.E.A.) tov o p 6 vT 0 ¢ apOpov, epapuolouévmv avaroyikd
TV dtdéemv Tov T o p O vV T 0 ¢ VOpoV. Q¢ emontevv YTovpyos, Katd tTnv Evvola
™¢ Topaypdeov 1 tov Ta p 6 v T o ¢ apbpov, voeitar o Yrovpydg otnv appodidtnta
TOV 0TOi10VL VILAYETOL TO TPOS a&lomoinom axivinTo Kat, Epdcov 1 cOuPacn cuvdnTeTon
KOl ylo T oT€yaon ONUOctag vanpeciag, 0 Ymovpyos oty aplodtoTnTe. TOV 07010V
vdyetar M &v. A0y onmuocw vanpecia. H A.E.A. M n Ewwm poppoteio
Anokpatikonotcewv (E.ILA.) tov T a p 6 v T 0 ¢ dpBpov dvvatar va {nté omd v
Kmuatikm Etopio tov Anpociov (K.E.A.) ékbeom, oty omoia mapovcialovral
AemTOUEPDG oTOYEIDL Yo axivnto Tov Anpociov kot eggtaleton M dvvaTdTNTA
a&lomoinong tovg katd v mapdypapo 1 tov avatépm apbpov (L/PA. oxetikd).

H mop. 5 mpootébnke pe mv mop. 1 tov dpbpov 26 tov v. 3610/2007 A’
258/22.11.2007)H oavapibunon tov mponyv mop. 5, 6 ko 7 oe map. 6, 7 ko 8
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AVTIOTOTY®WG £YIVE -UETA TNV TPOSHNKT TG Tap. 5- pe v rap. 2 Tov apHpov 26 Tovv.
3610/2007 A" 258/22.11.2007).Fo evtog “ 7 €dapio ¢ map. 8 mpootédnke e tnv
nap. 3 Tov apbpov 26 tovv. 3610/2007 A" 258/22.11.2007).

Keipevo ApBpov:

1. Zvviotdton Awnovpyiky Emitponny Amokpatikoromoewv (A.E.A.)***. H A.E,A.
amoteleiton amd Tov Ymovupyo*™ ™  Owovopiag ko Owovopukmy, g IIpoedpo kat Tovg
Ynovpyotg Avantuéng, Epyaciog kot Kowvovikov Acpaiicenv kol Kot TEPImT®ON
and Tov Ymovpyod mov €mOnMTEVEL TNV EMLXEIPNON TOV ANUOGIOL TOV VTAYETOL GTIC
dwatdéelg Tov vORov avtov.

2. O Ymnovpyég Owovopiog ot OwKOVOUIK®OV ~ EXOTTEVEL TO  £PYO NG
amokpatikomoinong kot ivar elonyntg ot A.E.A.. H A.E.A. amopacilel pe amdivt
TAELOYN QL0 TOV LEADV TNG.

3. H Aerrovpyio g A.E.A. diénetan and tig dwotdéetg tov v. 1558/1985 EK 137
A"). H AE.A. yapdooel v KuBEPVNTIKI TOAITIKY YO0 TNV OILOKPOTIKOTOINOT
emyelpnoemv Tov Anpociov kot kabopilel pe omOEAGEIS TG TIG EMLXEPNOELS TOL
Anpociov Tov aTOKPATIKOTOLOVVTOL.

4. Yvviotatal oto Ymovpyeio Owovopiog kor Owovopukodv Ewdwn pappateio
Anokpatikorojoewv (E.I.A.), pe oxond v emkovpio tov épyov g A.E.A.. H
opydvoon ¢ E.I.A., n Aewtovpyia kot ot apuodldTTEG NG, OTIS OTNOLEG
neplopPaveTol Kol 1 ETKOVPIio. TOV £PYOV EMOMTEING TOV ONUOCLOV ETXEPNCEDV
(AEKO), xobopilovton pe mpoedpikd Stdtoypo mov ekdidetar e mPOTAGT TOL
Ymovpyod Owovopiag kot Okovouk®v.

5. Mg andgaon tov Yrnovpyov Owovopiog kot Owovopukdv dvvator vo avatiBetot
otov I'evikd D'pappatéo Anpoctovopikng IloMtikng n mapdAAnin doxknon tov
kaOnkévtov tov  Ewdikod I'pappotéo Amokpatikomomcemv, yopig mpocHeteg
amOd0YEG.

“6”(5). Me ambégaon tov Ymovpyod Owovopiog kot OKOVOUIK®OV Kol TOL KoTd
nepintwon appodiov Ymovpyod umopet va amoondvior oty E.TLA., kat’ amokAion
TV mepl amoomacewV STdEemV, VTAAANAOL LITOVPYEI®V KOl ETOTTELOUEVOV O
avtd @opéwv. H damdvn pobodociog twv vrmoAAnimv oavtdv  Popdver Tov

TpoLToAOYIGHO ToV Yovpyeiov Okovopiog kot OKovopKdV.
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“7"(6). Me andéeoaon g A.E.A., vy T1¢ ovAykeg NG OOKPOATIKOTOINONG Kot
emuovpiog tov €pyov ¢ E.IA. pmopel va cuvantovtal, K10¢ TV cuuPdcemy Tov
cupupodriov mov mpoPArémovial oto Gpbpo 7, Kot GVUPACEIS TAPOYNG AVEEAPTNTOV
VINPECLOV N €PYOV UE €OIKOVE EMOTNUOVIKOVG GUUPOVAOVS KOl EUTEPOYVMLUOVEG,
QLOIKA M Voukd Tpdosoma. Me opota andeact propel va opiletor kot n apoPn tov
O TTAVE® TPOGOTMV.

“8"(7). Me andpacn tov Yrovpyod Owovopiog Kot OKovopkdv, Koth TopEkKAion
TV kelpevov dwrtdéewv, om 0éon tov mpoiotauévov g E.ILA. pmopei va
armoondton otevBuvtrg ™¢ 'evueng poappateiog Anpooctovopkig HoMtikng tov
Ymovpyeiov Okovopiog kot Ouovoptkadv 1 va tomofeteitanl VTAAANAOG TOV EWOTIKOV
0écewv tov Gpbpov 30 Tov v. 1558/1985 QEK 137 A'). “Xmmv mepinmtmon
nopdAAnAng  doknong  tov  KaOnkoéviov tov - Ewwov  [poppatéa
Amoxpatikoromoemy and tov ['evikd 'pappatéa Anpociovoutkng IMoMtikng Katd
mv mopdypoeo 5, otn Béon Tov TPoNyoLHEVOL €dapiov dvvatal vo tomobeteiton
HeTakANTOS VITOAANAOG e Pabud 20 g katnyopiag Ewdwav Oécewv tov apbpov 76
tov v. 3528/ 2007 PEK 26 A) (Yroriinikod Kddika)”.

Apbpo: 4

Hp/via: 30.04.2003

[Teprypaen 6pov Oncavpov: AITIOKPATIKOIIOIHXEIX

Tithog ApBpov: Mop@Eg amoKpATIKOTOGEWV

Aqppotos AHMOZIO, EINIXEIPHXEIZ, ATTOKPATIKOITIOIHXH
EIMIXEIPHEEQN, MOP®EX AITOKPATIKOITOIHXEQN

ZyoMo

- To evtog “ 7 debtepo €da@o g mep. ¥ g map. 1 mpootébnke pe v map. 1 tov
apBpov 7 Tov v. 3139/2003 (A "100/30.4.2003).

Keipevo ApBpov

1. Mop@éc amokpoTikomoinong eivot eVOEIKTIKG 01 KOAOVLOES:

o) H ndinon tov 6uvolov e emysipnong 1 TEPLOVGIOKMV GTOLEI®V 1 TUNUATOV
avTNG 1 KAAOWV QVTHC.

B) H ewcayoyn g emyyeipnong oe Xpnuatiotipo ASdv 1 6€ GAAN opyovouévn

ayopd.
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vy) H moinon tov ouvolov 1 uépovg TV HETOXOV NG emyeipnons, e M yopig
TOVTOYPOVI] GOVOYT CLUPOVING HETOY®OV, KOODC Kot 1 mepoutépm petaPifoon
LETOYDV TNG EMLEipNOTC.

“ZT1G Tapamave GLUEOVIEG LETOY®V Eival SLVOTOV VO, GLUEMOVEITAL 1] VTTOYPEDCT) TOL
HETOYOV TAEOYNElaG va eKAEYEL ®G WEAN O101KNTIKOL GLUPovAiov TPOGOTQ
VTOOEIKVVOUEVA OO TO PETOYO peloyneiog 1 To dtkaimpo TG Hetoyneiog vo dtopilet
pe d1ataén Tov KATOOTUTIKOD HEAN TOL S1OIKNTIKOL GUUBOVAIOV Kot TEPAY TOV EVOG
Tpitov”.

d) H mapaympnon adeidv 1 Kot SIkooudtov eKUeTAAAEVoNG TG ETXEIPNONG.

€) H obotoon etapeiog 1 COUUETOYXN] O ETOUPEIEG UE GLVEIGPOPA UETPNTOV,
TEPLOVCIOKMV GTOXEI®V, KAAS®V, SIKO®UATOV, LETOYDV.

ot) H ka0 €idovg expicbwon emyeipnong og cuvorlov 1 emi PEPOVG SIKALOUATOV 1
TEPLOVCIAKAOV GTOLXEIMV 1 TUNUATOV 1] KAAO®VY TNG EmyElpnong:

0) H avaBeon og tpito g dayeipiong e entyeipnonc.

n) H avtodlioayn petoxov.

0) H aviolioyn HETOXOV TOV OTOKPATIKOTOLOVUEVOV ETXEPTCEDV UE TPOUETOYQ
Tov Anpociov.

1) H moinon petoydv pe €0ké cop@ova, Omo¢ cOUPOVO emavayopds amd Tov
TOANTA-LETOX0 Anpocio i extyeipnon tov Anpociov, |LE 0TOI0VGONTOTE OPOLE

1) H ndAnon petoyodv oe nuedamd 1 0AL0damd VOUIKO TPOCOTO Y10 TNV EKO0GT OO
aVTO KWNTOV oSOV oVTOALAEILOV LE TIG ToANOeioeg LeToyE.

1B) H toAnon petoy®v 6€ TOTOTIKA 10pVUATA 1] PNULOUTOOIKOVOULIKOVES 0IKOVG TNG
NUESATNG 1| GAAOSOTNG TTPOG TO GKOTO TEPAULTEP® O1A0EONC ATO QL TOVS TOV PETOYDV
o€ Tpitovc.

1y) H éxdoon eTaipik®v oLOAGY®V UETATPEYILMV O LETOYEC EMLYEPTIOEWV.

2. O popeéc amokpoTiKonoinong umopel va e@oproloviol amoKAEISTIKA 1) Kol G
oLVOLACUO GE ol 1] Kot S10d0YIKES TPAEELC.

3. H A.E.A. umopei va armopacilel kot ™ Aqyn pétpav, kabopilovtag tov Tpoémo Kot
HeBOOOVE YL TOV EKGLYYPOVIGUO KOl OPYOVOTIKN 1 KEQOAOLOKN avadiapdpwon
emyeipnong Tov Anpociov. Zta pHETPA aLTA UTOPEl Vo TPOPAETETOL KOl GLYYDVEVOT
N amoppoéonon N egayopd GAANG emyelpoe®ws TOL ANUOGIoL CUUEOVO HE TIg

1oYVLOVCEG KAOE Popd oYeTIKES O1ATAEELS.
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Apbpo: 5

Hp/via: 10.09.2002

[Teprypagn 6pov Oncavpov: AITIOKPATIKOITOIHXEIX

Tithog ApBpov: epreydpevo andeaong g A.E.A.

Aqppotos AHMOZIO, EINIXEIPHXEIZ, ATTOKPATIKOIIOIHXH
EIMIXEIPHXZEQN, AEA, ATTIO®AXH THE AEA, IIEPIEXOMENO THX AEA
Keipevo ApBpov:

H amdpaon mg A.E.A. yio mv amokpotikonoinon emnyeipnong tov Anpociov
kaBopilel T popen, TV €KTOCN, TOV TPOTO, TN SLOOTKAGIN ATOKPOTIKOTOINGoNG Kot Ta!
Kprtnpia a&loAdYNoNG TOV TPOCPOPOV Kol UTopel v TpoPAEmeL 101m¢:

a. TN odvayn He N Yopig dyovioud TOV orapaitntov - cuupdcosov,
neptlopfovopuéveov Kot Tov cUUPAcE®Y e GUIPBOVAOVS GOUP®VA e TNV Tap. 6 TOv
apBpov 3 kot o apbpo 7, amd tov Ymovpyd Owovopiog kot Oovopukov 1 GAAo
opyovo  €fovorodotnuévo  amd  avTOV, Yl TNV TPAYHOTOTOINom NG
OMOKPOTIKOTOINOTMG KOl YEVIKA TNV €paproyr] tng anopacng s A.E.A., n map. 1 tov
apBpov 29 tovv. 2789/2000PEK 21 A) gpappdleton otic cupPacels avtéc,

B. 0Tl mopdAANAa pE TN OOIKOCTO OTOKPOTIKOTOIMONG, N EMEIpNON UTOpEl va
OlaBéTEL PETOYEG TNG UE OTOLOVONTOTE TPOGPOPO TPOTO, OTMC LE OENCT) LETOYIKOV
KeEQPUAQiOV M pe €kd00N HETOTPEYIHOV OHOAOYIOKOL doveiov pe mopoaitmon 1
KOTAPYNOT TOL SIKAIDUOTOS TPOTIUNoNG TOV Anpociov,

Y. TN GLYKPOTNON EMTPONDOV TOPAKOAOVONONG, TapaAaf1ig Kol EYKPIGEMS TANPOUDV
Yo TO £€pY0 QmOKPOTIKOTOINoNG, e€vyiaveng kol avadldpOpmong. Me dpota amdpaon
umopet vo tpoPAEmeTal Kot apolPr] TV LEADV TOV ETTPONTMV,

d. 0Tt ot KGO &idovg dambveg Kol OUOPESG, TOL TPOKLATOLY KATA TN JLAIKAGIN
OOKPOTIKOTOINOTG, BapOVOVY £101KO AOYOUPLICUO OITOKPATIKOTOGE®Y TOL THPEiTUL
omv Tparnela ™ EAAGOOG pe v ovouocio “EAAnvikd Anupocio Aoyaplacpdg
Ec6owv oamd Amokpatukomoncels” 1 Tov TPOUTOAOYICHO NG EMeipnong Ttov
Anpociov OV ATOKPATIKOTOIEITOL 1] OPAIPOVVTIOL OO TO TPOIOV TOANONG TOV
LETOY DV,

€. 1 Owbeon mocootoh petoxwv tov  EAAnvikod  Anpociov oty
OMTOKPOTIKOTOLOVUEVT  €myeipnon  otovg epyalolévovg otV  EMXEIPNON, TOLG

oLVvTa&100Y0VG oV TG Kot To LEATN Tov Atotkntikod XvppovAiiov. Ot dpot g didbeong,
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o1 TpoHmoBEcELS KTNONG TOV UETOYDV OO TO TPOCHOTO TOL TPONYOVUEVOL £J0(PIOV,
TO TIUMUO KO O YPOVOG OTOTANPMUNG 1 1 EVOEYXOUEVT] dwPedY 018001 TOVS Ko KAOE
oxetikn Aemtopépela koBopifovror amd ™ A.E.A. 1, petd and eEovotoddtmon g,
amod 10 apuOdlo S0KNTIKO OPYOVO TNG OMOKPOATIKOTOIWOVUEVNG EMXElpnong. Av n
andoeacn ™ A.E.A. mpoPAénel vmoxpEmon TOV TPOCHOTM®V TOVL TPONYOVLEVOV
€00p10V VO KPATNGOLV TIG LETOYES Y10 OPIGUEVO XPOVO, 1| OEGLEVCT] GNUEUDVETOL GTO
Yomuo 'Aviev Tithwv tov Kevipuod Amobetnpiov A&idv. Me amdgpoon ng
Emutpomng Kepalorayopdg kabopilovtat ot 6pot e@aployng,

OT. TN O®PEAV N HE HELOUEVO TIUNUA O1A0ECT] EMTALOV. LETOYDV. GE EMEVOVTES, EPOGOV
SLOKPATICOLVV TIG LETOYES TTOV OEKTNOAV KT TN O1001KOGT10 OTOKPATIKOTOINONG Y10l

OPIOUEVO YPOVIKO OLAGTI L.

ApBpo: 6

Hp/via: 10.09.2002

[Teprypaen 6pov Oncavpov: AITIOKPATIKOIIOIHZEIX

Tithog ApBpov: Aladikacio ATOKPOTIKOTOMCEMV

Anpporas AHMOZXIO, EINIXEIPHXEIZ, AIIOKPATIKOIIOIHEH
EIIXEIPHXEQN, AIAAIKAZIA ATIOKPATIKOIIOIHZEQN

Keipevo ApBpov:

1. O ovuPoviog mov mpoPArémetar 6to ApBpo 7 Ko av dev vEapyel cOUPOVAOS N
E.I''A. ovvtdooetl kol vrofaiier ot A.E.A. ka1 ™ Anuooia Emyeipnon Kuntov
A&ov (A.E.K.A. A.E.) ékBeon ovuvodevouevn omd avaluTikd YpovootoypoLLLoL Yia,
™mv eeapuoyn g amodgacns ™ A.E.A. yia v amokpatikomoinon g dnuociog
emyeipnong. Xtnv  €xbBeon  eewdwkedeTor M HOPEN  TNG  OMOKPOTIKOTOINGNG
evromilovtal o1 TpobmobEselg mov Bewpovvion Kpioiueg, Tifevion ot kKatevBhvoelg kat
OVOQEPOVTOL Ol  EVEPYELEG YO TNV OMOKPATIKOTOINGT Kol TNV THPNCN TOV
YPOVOSLOYPALLULOTOG.

2. Ta 6pyava 9101KNONG TOV EMYEPNCEDV TOV ANUOGIOL TOL ATOKPAUTIKOTOLOVVTOL
vroypeovvTal Vo AapPdavovy, péca oty mpobecuio mov kabopiletal kabe popd amd
™ A.E.A., k60e andpacn Kot HETPO GYETIKE LE TNV EPOPLOYN TOV OTOPACEWDV TNG

A.E.A. o1ty Tpnon Tov ypovodtoypapILOTOC.
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3. Zmv andeaon ¢ A. E.A. unopel va tpoPAénetor S1001Kacio S1OmTPAyLATEVONG LE
TOVG EVOLOPEPOUEVOVS EMEVOVTEG, €ite pe M pecoAdfnon tov ocvupodrov egite
anevBeiog amd tov toAnt ™ A.E.K.A. AE..

4. O tointng, 1o Anuocionn A.E.K.A. A.E. 1 n emyeipnon 1 o cdbppfovirog, avdioya
HE TNV TEPITTOOT, UTOpel VO TPOCKOAEL TOLG EVOLUPEPOUEVOVS ETEVOLTEG, VO
vrofdiovyv mpocPopés, kabopiloviag otn OYETIK) TPOGKANCT, TN OdKaciol, TG
npobecpieg, 10 MEPIEXOUEVO TOV TPOGPOPDYV KOl TOLG AOUTOVS OpOLG VTOPOANG
AVTAOV, HETAED TOV OTOIMV KoL TNV TOPOYN OO TOVG EVOLLPEPOLEVOVS ETEVOVTEG, OE
OTO100NTTOTE GTAOLO TNG OLUOIKAGTIOG KPIVETOL OVTO GKOTILO, EYYUNTIKMOV ETGTOADV.
5. Metd and ékdoon oyetikng andeaong ond t A.E.A. devepyeitoan amotipnon g
eMyelpnoNg N EKTIUNOT TOV TEPLOVCIAKMY GTOLXEIMV TNG Ao ave&apTnTo cOuPovAo.
Av mpoKeITOl Yoo ovTOAAOYY HETOYDV, N OOTIUNGCT 0@OPE TOCO TS UETOXEG TNG
OTOKPOTIKOTOLOVUEVIC EMYEIPNONG 00O KOl TIG UETOYES TOL OVIONAAAGGOVTIOL LE
avtés. H amopaon g A.E.A. yuo ™ devépyslo amotiunong g emyeipnone M
EKTIUNONG TOV TEPIOVCIOKMV TNG OTOWYEIV PTopel va avapépel Ta otoyeia mov o
npénel vo AneBohv vdyn amd ToV amoTIUNTY, OTOC EVOEIKTIKA, N oTpatnykn atio
™G emyeipnong vd TG KPaToUGEC GLVONKEG O10iKNoNG, YPMNUATOSOTNONG Kot
Aertovpylag, Ta dedopéva TG emyeipnons, 0AAG Kol GLYKPLTIKG oTotyEin, KobdS Kot
Ol KPOTOVGEG GLVONKEG OTNV KEQOAOLOYOpd. ATOTiunon dev amouteitor ov 1
JLdKOGI0  ATOKPATIKOTOINGONG  apopd EMXEIPNON NG Omoiag Ol pHeToyéS &ivan
glonypéveg | mpokertal va elcayfovv oto Xpnuotiomiplo Aimv AOnvaov.

6. "o TV emAoyn TG GLUVOAIKE GUUEEPOTEPTG TPOGPOPAS AopPdvovtol VoYM ¢
KPUTpo. 0E0AOYNONG KOl GUVEKTIUOVTOL 10IMG 1 EUmEPi0. OTO OVTIKEIUEVO NG
emyelpnong, M QEEPEYYLOTNTO -~ TOV ENEVOLTOV Kol 1 duvatdTNTO TOVG Vo
OAOKANPMOCOLV. - TN CLVOAAOYT, TO TPOGPEPOUEVO Tiunpa, 1 7TOLOTNTO TOV
EMYEPNUATIKOD GYEdIOV, TO HEYEDOC Kal TO €100G TOL EMEVOLTIKOD TPOYPALUATOGS, M
dwnpnon- 1 dnuovpyio Béocemv epyaciog omnv emyeipnon moOv TPOKELTOL VO
amokpatikomomBet. Ta kpitpla YVOOTOTO0HVTOL GTOVG EVILUPEPOUEVOVS TPV TNV
VTOPOANY TV OPIGTIKDOV TPOGPOPDV.

7. H amdpaon ylo 10 anotédecua Tov dtyoviopob Aapfavetor amd ) A.E.A., petd

Ao €01KA OLTIOAOYNLEVT EIGTYNOT TOV GLUPOVAOL 1, OE TEPITTMOT TOL OEV VILAPYEL
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ovpPovrog, e E.I'A.. T v extéreon ¢ andeaong epapuolovior To oplopeva
otV TOpdypoapo 2.

ApbBpo: 7

Hp/via: 10.09.2002

[Teprypaen 6pov Oncavpot: ATIOKPATIKOITIOIHZEIX

Tithog ApBpov: Zoufoviot

Aqppotos AHMOZIO, EIIXEIPHXEIZ, ATIOKPATIKOIIOIHXH
EIIXEIPHXZEQN, AEA, ZYMBOYAOI

YyxoA

** Youeovo pe mv mop. 2 tov dpbpov 12 tov v. 3453/2006 A" 74/7.4.2006)p11¢g
ocupupdoelg tov Ta p 6 v T 0 ¢ dpbpov, N dradikasio TPOANTTIKOD EAEYYOL TV ApHpmv
5, 6 kot 8 ém¢g 10 tov v. 3310/2005 PEK 30 A'/BA. okeio. oyoia), aviikabictotot
KOl OAOKANPOVETOL e LAV TNV LIOPOAN amd Tov voyNPro XVupovAio cto EBviko
Yvpupovio Padiotniedpaong, mpwv omd N ovvaymn g ovuPacng, vrevbuvng
dMAmong mept TG U GLVOPOUNG TV AGVUPBPACTOV WOTATOV KOl AToyOpEHCEDV
Kot v £vvolo, Kot vd Tig mpodmodécelg tov apbpwv 3 kat 4 tov v.3310/2005 [fA.
owkeior oyoMa). Eav n vrofoin e o¢ ave vredbuvng dimong dgv givarl dvvary, o
VITOYNOLOG cOUPOVAOG oPeidel va. OnAdoel vtevBuva otnv Avabétovoa Apyr Tovg
AOyovg, e@oppolopévoy  avoAdY®mG OTNV.  TEPIMTMOON OLTH, YL MUESOTES KOl
OAAOOUTES EMYEIPNOELS, TOV TEAEVTOLOV €00PIOV TNG Tap. 2 Tov dpbpov 8 oL V.
3310/2005 fA. okeio oxOAMQ).

Keipevo ApBpovu:

** (BA. oxoMa)

1. Me omépaon g A.E.A. umopel vo ovvamtovtal, Yo TG OVOYKEG TNG
OTOKPOTIKOTOINOMG, CLVUPACEIS™™  Tapoyne aveEapInTtOV VLANPECIOV 1 £PYOVL UE
YPNLOTOOIKOVOLKOVG Kot AAOLS GuUBovAOVC.

2. Me amogaon ™g A.E.A. xaBopilovtal ot vanpecieg mov mapéyovv ot cOUPovAOL,
mov pumopel va givar. vanpeciec Kot GLUPOVAEG OPYOVOTIKES, YPMUOATOOTKOVOUIKES,
avadOYoLv EKOOONG, VOUIKES, TEYVIKEG, AOYIOTIKEC, EAEYKTIKEG, UEAETY GTPUTIYIKOV

oxeO0GHOV, VLANPESIEG Kol GLUPOVAES  EMKOWMOVIOKNG TOMTIKNG TPOPOANG,
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vanpeciec avOpdTIVOL  OLVOUIKOD, VINPECIEG O10IKNONG €PYOV, OVOAOYIGTIKEG
UEAETEC, POPOTEXVIKEG LEAETEG.

3. H apo tov ovuPfodrov umopel vo cuvoptdTtol Kot HE TNV - EMTLYIO TOL
EMSMKOUEVOL OTOTEAEGILOTOG,

4. Av yio 11 vanpeciec mov TpoPAETOVTOL GTNV TOPAYPOPO 2 OmoLTEITOL 1) TAPOYN
VANPECIOV TPITOV, N OXETIKN damdvn mepapPdvetor otnv apolpr Tov cuppfodAiny
ePOGOV 1 ypnowonoinon tovg £xst eykpidel amd ™ A.E.A. 1 Tt0v Ymouvpyd
Owovopiag Kot OtKoVopIK®VY Kol OGOV 0V TPOPAETETOL SLAPOPETIKA GTN GVUPOOCT).
5. Ot ovuPovirol wpémel va £yovv KOPOG Kol eUmEPior 6TA avTioTOlo BEpaTa Ko
E0KOTEPA GE ATOKPATIKOTOOELS. Ot cUUPOVAOL OPEILOVY VO TNPOVV TOVG KAVOVES
J€OVTOAOYIOG TOV EMAYYEALOTOC TOVG KOL TO EMAYYEALOTIKO OTOPPNTO, OKOUN Kot
petd to mépag g epyaciog Tovg. Ot supPfoviot opeilovy va evnuepmvovy v E.T.A.
oV GLVIPEYEL TEPIMTMOOTN TA. GLUEEPOVTO. TOV ATNUOGIOV VO GLYKPOVOVTOL TPOG TOL
CLUPEPOVTO TV 1W6ImMV 1} TPITOL TPOC TOV OTOI0 TPOCPEPOLVV. ] TPAGPEPAY TPOCPOTOL
TIG VANPEGIES TOVG,.

Ot cvppovrot opeidovy va S100ETOVY EUTEPO TPOCHOTIKO LE TNV KATOAANAN
e€edikevon, va opyavmvouy, o1otkoHv kot dayelpilovtal 1o £pyo tovg pe Tpdmo doTE
va unv kabvotepel TN d1001KOGI0r OTOKPATIKOTOINONG KOl LE TO TEPUS TG EPYOCIOG
T0VG Vo Ttopadidovv oty E.IA. 6ho 10 vAKS Tov Tap1y O 0T SLdpKeLd TNC.

6. Ot ocOpuPovrot dwcorodvior va. €govv dueon mpdcPacn yPNOEMG KOl ANYEMG
AVILYPAQ®OV OA®V TOV OVOYKOI®V OKOVOMK®V, AOYICTIK®V, VOUK®OV KOl AOUTOV
oTOLEI®V TNG EMYEIPNONG KOl £YOVV EV YEVEL OIKOLOUOTO EAEYYOVL AVTIOTOLYO TTPOG
exelva Tov Opkotdv EAeyktov, epappolopéveov tov Kupmdeemv Tov TpoPAETovToL

oV Topaypoeo 12 tovdpbpov 38 tovv. 2065/1992 PEK 113 A).

Apbpo: 8

Hu/via: 10.09.2002

[Teprypagn 6pov Oncavpov: AITIOKPATIKOITIOIHXZEIX

Tithog ApBpov: Emyeiprioeic dnuociov copgEpovtog kot Kovng ow@éretag - E1otkm
Metoyn
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Anpporas AHMOZXIO, EINIXEIPHXEIZ, AIIOKPATIKOIIOIHEH
EINIXEIPHXEQN, EIIXEIPHXEIX AHMOZXZIOY ZXZYM®EPONTOZXZ, KOINH
QOEAEIA, EIAIKH METOXH

Keipevo ApBpov:

1. Mg xowvég amopdoels twv Ymovpymv Owovopiag kot Okovoutkdv, AvamtoEng kot
TOV KOTA TEPIMTMOT GLVAPHASIOV LITOVPYOD:

o) KoBopilovTol Ol AmoKPUTIKOTOIOVUEVES EMLYELPNGELS TOV ANUOGIOV OV TAPEXOLV
VINPEGIES ONUOGIOV CLUPEPOVTOG KO KOVNG MPEAELNG, TOL GUVOEOVTAL LLE TNV dpvva
KOl O0OQAAELL TNG YOPOS, TN ONUOclo vyeia, TNV EVEPYELD, TIC UETOPOPESG KoL
EMKOVOVIEG, TN OloeAMorn TG €OpuBunc Asttovpyiog TV ayopdv, TNV
EKUETOAAEVOT] TAOVTOTOPAYOYDOV TNYDV TNG YOPOS, YO TIG ONOIEG OmOLTEITOL M
ouvvaiveotn Tov ANHoGiov 6T ANYN OPIGUEVOV GTPOTNYIKNG ONLAGIOS 0ToPdcemy,

B) meprypdpetor t0 TPOoTATELOUEVO KAOE @opd ayafd kot eEedikevovIOoL Ot
OGTPOTNYIKNG ONUOCIOG OTOPACES Yo TIC OMWOlEC OAMOUTEITAL 1) GLVOIVEST TOV
Anpociov,

y) xaBopilovtar ot mpodmobécelg vd Tig omoieg Ba mapExETOL M| GLVAIVEST] TOV
Anuociov.

Ot amodoelg avtég Aaupdvovior He KPITHPLOL GOPT KOl OVTIKEWEVIKE, KOVE Vo
EMTOYOVV TOV EMOIOKOUEVO GKOTO, Ta. omoia dgv Ba vepPaivovv to TpoonKov PETPO
Yoo TNV EMITEVEN TOL EMOIWKOUEVOV AmOTEAECHOTOS Kot O epapudlovror ywpig
dlokpicels.

2. Mg 11g K01vEG VITOVPYIKES AmMOPAGELS TG TTapaypdeov 1, umopel va mwpoPAémeton
611 10 AnpodG10 Ba Srotnpel aptBprd PETOYDV LE EVOMUATOUEVA QVENIEVO OIKOLDOTO
(“ewdwn petoyn”), OMMOG ™G OPVNOIKLPIOG OTN ANYN OTOQACE®DY 7OV  EXOLV

yopaktnpiebel svpemva pe T Topdypago 1 mgoTpatnyikng onuaciog.

ApBpo: 9

Hu/via:-10.09.2002

[Teprypaen 6pov Onoavpot: ATIOKPATIKOITIOIHZEIX

Tithog ApBpov: Aldeg pvBuicelg

Anqpporos AHMOZXIO, EIIXEIPHXEIZ, AITOKPATIKOITIOIHEH
EIMIXEIPHXEQN, AAAEX PYGMIZEIX
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Keipevo ApBpov:

1. Tw tOoVg OKOMOVE TNG OMOKPUTIKOTMOINGNG Ol UETOYEG TOL Amnpociov otnv
emyeipnomn mov amokpartikonoteiton pmopei va petofifaloviar Katd KuptotnTa, Yopic
OAVTOAAQYLLO, TIPOCMPIVA Yot OPIGHEVO YpdVo, Ommg Ba opiletan kdBe @opd otV
andeaotn ¢ A.E.A. ko oOppova pe tig mapaypaeovs 4 kot 5 tov dpbpov 2 tov v.
2526/1997 @EK 205 A'), oty avovoun etaipeia “Anpodoa Emygipnon Kivntov
A&wv' (A.EK.A. A.E.), n onoio ko exkmpocmnel 10 AnuUOGI0 OTIC YEVIKEG
OULVEAEVGELS TNG EMYEIPNONC.

2. Mg 6powo amodgoon pmopel va mepiEpyovror oto Anuodcio 7 ™ A.E.K.A. A.E.
LETOYEC EMLEPNOE®V OV EYovv vrtoyBel otic dratdEerg tov v. 2000/1991 PEK 206
A').

3. Mg andpaon g I'.Z. tov petdyov enyeipnong tov Anpociov, mov Aappdveran pe
Vv amaptio Kot TAstoyneio mov tpoPfAémovratl 6to aApBpo 29 mapdypapot 3, 4, Skt
6 kot oto GpBpo 31 mapdypagpor 3 kot 4 tov k.v.-2190/1920 PEK 37 A") unopei va
Katapyohvtal TEPLOPIoUOl mov  emiPdAloviorl omd O1dTaln KOTOOTOTIKOD Kot
avVOQEPOVTOL GTNV OO YOPELOT] TPOTONOINGNG TOV KOTUGTATIKOD 1] OPIGUEVOV
dwrtdéedv Ttov. ATAEES OM®MG OV AVAPEPOVTOL GE VTOYPEMTIKO TOGOGTO
OGUUUETOYNG OTO UETOYIKO KEQPAANLO TNG EMYEIPNONG 1) EKTPOCOTNGNG OTU OPYUVA TNG
0V Anuociov (cuvvmoloylopévng kot g cvppetoyns g A.E.K.A. A.E.), xoBdg
Kot TV €pYalopévov 1 O1aTAEELS TOV aVaPEPOVTAL GE STKOUMUOTA TOL ANHOGiov Tov
TPOGTATELOVTOL LUE E01KN HeToXN N mov puOuilovtal cvuemva pe TS dTdéelg Tov
apBpov 8, dev KatapyovvTat 00TE TpoTOTOLOLVTOL PE amdpaoct g [.X. Tov petdymv
g enyeipnons tov Anposciov.

4. Me mpoedpikd OLOTAYLOTO, TOV €KOIOOVTIOL UET amd TPATACN TOV LIOVPYDOV
pedwv ™mc A.E.A., Kol Tov cuvappodiov Katd TEPITT®MOTN LIOLPYDV, WITOPEL Vo
KOTOPYOUVTAL 1] VO GUYYOVEDOVTIOL OPYAVIGUOL 1] EMYEPNGELS TOV ANUOGIOV, EKTOG
AVOVOLOV - ETPELDV, Vo puBuilovion Béuata petapopds, €viaéng, kotdtatng m
amOAVCNG TOL MPOCMMKOD Kot Vo TPoPAETETOL 1 HETATAEN TOV TAEOVALOVTOC
TPOCOTIKOD G VOUIKO TPOGOTO TOL €VPVTEPOL ONUOCIOL TOWEN, OTMC AVTOG
opiCetar oto apbpo 1 tov v. 2190/1994 PEK 28 A'). Me 6010 Tpoedpikd dtdToypa
kaBopilovtor n THYM TG TEPLOVGING EMLXEIPTONG TOL KOTAPYELTAL KOl O OPYOVICUOG 1)

TO KOTOOTOTIKO, TOV SETEL TNV EMLYEIPNOT TOV TPOKVATEL LETA OO TN CLYYDVEVOT).
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5. Ze k0 mepinton omokpaTIKOTOIN oG EMYEIPNONG TOV ANUOGIOV LE OTOLOONTOTE
nopo1 dev gpapuoletor n Topaypapog 9 tov dpbpov 7 tov v. 2843/2000 PEK 219
A').

Apbpo: 10

Hp/via: 10.09.2002

[Teprypaen 6pov Oncavpov: ATIOKPATIKOITOIHXEEIX

Tithog ApBpov: ®oporoyikd kot GAro OEpata

Aqppotos AHMOZIO, EINIXEIPHXEIZ, ATTOKPATIKOITOIHXH
EIIXEIPHEZEQN, ®OPOAOI'IKA ®GEMATA

ZyoMo

*xk Youpova pe v mop 1 tov apbpov 13 tov v. 3581/2007 A" 140/28.6.2007)o1
ovupdoeig ¢ mapaypdeov 1 tov dpbpov 1 (BA. oyxetikd) kot Tov dpbpov 6 ToOL
avotépw vopov (PA. oxetikd), kabdG Kol OAEC Ol GLUVOEOUEVES UE aVTEG TTPAEELS,
nePpLOUPOVOUEVOY  TOV  PETAYPOO®V,  OToAAdccovTol  amd  kabe  @Opo,
nepLOUPovOUEVOD KOl TOL OPOL. €160dNUATOS  AdY® vrepadiag, TEAOG, TEAOG
YOPTOCLUOV, €10QOPE N GAAN emiPdpvvon vrép Tov Anupociov 1 Tpitov, pe ™V
emeVAaén tov dtotaéemv Tov v. 2859/2000 A" 248) kot tov v. 1676/1986 4° 204).
2V mepintwon mov 1 cuvaym Tev cuuPdcewv ™ mopaypdeov 1 tov dpbpov 1 tov
v. 3581/2007 [{r. oxorme) amopaociletal omd ™ A.E.A., xabdg emiong kot oty
mepinton mov M ropia Tov apbpov 8 1 dAAn etaupio mpoPaivel oe TiTAoTOinoN
amaithoemv amd axivita, copeova pe to dpbpo 11 tov v. 3156/2003 A" 157PA.
oxoMa) epapprolovtol Kot ot TuyxOV gupOTEPES POPOLOYIKEG ATOANNYEG TOV T A P OV T
0 ¢ apBpov Kot Tov apHpov 14 tovv. 3156/2003 [fA. oo ) AVTIGTOLY®G.

Keipevo ApBpov:

*** (BA. oxOMa)

1. Ouv ovpuPdoelg kot mPdEelg MOV GLVOUOAOYOUVIOL GE EQUPUOYN OLOSIKACIOV
ATOKPATIKOTOIMGONG 1 €EVYIOVONG GUUP®VA LE TO VOUO avTdHV, TEPIAAUPAVOUEVNG KOl
™mg mpagng N g obpuPaong cvyydvevong 1 g dionaong N g katdpynong M
dldhvong emyelpnoe®y, Kot ot oYeTlopeveg pe owTéC UHeTaPPAcEl aKviToV,
KIVITAV, HETOY®V 1| TACNG PVCENMS SIKAMUATOV, EIGPOPEG TEPLOVGLOKMV GTOLYEI®V,

KIVIITOV 1 OKIVITOV N ETYEPNUOTIKOV KAAO®V 1 TUNUATOV, HETAYPOPES Kot TAONG
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@Ooewg ovpPdoelg Ko mPAEel mPOC MPAYUATMON TOVG, TEPIAAUPAVOUEVIG TNG
OLOTAGEMG KO EYYPAPNC LITOONKNG, TNG EYYPOPNS TPOST|UEUDCEMS LITOONKNG KO TNG
oLOTACEMG EVEXVPOV, AMUAAAGGOVTIOL OO OTMOLOVONTOTE POPO, TEPIAAUPAVOUEVOL
KOl TOL QOPOL E€IGO0OMUOTOS AOY®D vrepadiag, TEAOC, TEAOG YOPTOCHLOV, E1GPOPUJ,
dwaiopo 1 omowdnmote GAAN emPapvvon vrép tov Anpociov 1 Tpitwv, pe TNV
emevAaén Tov dotaéewmv tov v. 2859/2000PEK 248 A) kai tov v. 1676/1986.

2. Me mpogdpikd dLoTAYHOTO TOV €KSIO0VTOL PE TPOTACT TOV YTOUPYDV HEADV TNG
AEA. kot tov katd mepintmon ocuvapuddiov Ymovpydv eivor ovvatdv va
TEPLOPICOOVY TOL OIKOUOUOTO KOl Ol apolBEC cLpBoratoypdemy, Otknydpwv Kot
vroONKOELAGK®V, Yia KaOe mpdEn ¢ mapaypdeov 1 tov GpHBpov awTod KAOBMOS Kot
™mg moapaypdeov 3 tov dpbpov 4.

3. Katd v ektéleon tov copfdcewv mov npofiémovtal oty tapdypapo 1 :

(o) H petofifacn oVOROOTIKOV 1) OVOVOUOV UETOYMV TOL 0gv £xovv gloaybei oto
XpNUOTIOTAPLO YIVETOL PE WOIMTIKO £YYPOPO oL KoTaTifETOL TNV apUoOdtor dSNUoOcLoL
OlKOVOLIKT VIpecio péoa o€ déka (10) nuépegand v vToypaen Tov.

(B) Tw t petafifacn mEPOVOIIKOY GTOWYEI®Y OEV EYOVV EQUPLOYN OlOTAEELG
avarTLEIOKAOV VOOV TTOL OVOQEPOVTOL GE TEPLOPIGLOVG MG TPOS TN OLVATOTNTO
petaBifoong mEPIOVCIOKOV  CTOYEI®V EMYEIPNOE®V OV £YOVV €VIGYLOEL Kol OTIC
KLUPAOGELG 0€ Tepintwon petafifaocng tove.

(y) Aev gpappolovial Kup®celg mov Exovv emPANOel KoL EKKPENEL 1| EQPAPLOYN TOVG
oe Pdapoc onuoOcIOV emyelpnoe®V Yo evioyvbeioeg amd avamtuélokovg VOUOLS
eMeVOVGEIC TOVC AOY® mapdfacng OTdéemv TV &v AOY® VOL®V 1 0poV T®V
ATOPAGEMY VTOY®YNG GTOVG VOLOLG OV TOVG,.

(6) Emiong, dev epappoloviot ot 010tdEelg TV avantuélok®y VOU®V 1| 01 0potl T®V
ATOPACEMY VITAYWOYNE TOV TOPUTAVE® ETEVOVGEMY GTOVS OVOTTLEIKOVS VOLLOVE, TOV
mpoPAETOLY TNV EMPOA| KUPOCEDV Yl TOPAPAGEIS TOL TPAYUATOTOMONKAV TPV
TNV VTOYPOPY| THG OYETIKNG SOUPaoNG.

4. Mg xown amopacn tov Yrmovpyou Owkovopiog kot OKovopk®v Kot Tov Kot
TEPIMTOON GpROOI0V. LITOVPYOV UTOpEl Vo amodideTan o€ emyeipnomn tov Anpociov
HEPOC TNG damAvig otnv omoio. LIWOPANONKE LT Y TOPOYN VANPECIOV KOWNG

OPEAELOG TTOV TNG eMPANONKE 0md didtacn vopov.
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5. Ot apHOSIEC POPOAOYIKEG 1) ACPAAICTIKES OPYES LITOYPEOVVTAL VA APYIGOVV AUECHS
HE TNV LIOPOAN TNG avTIoTOYNG OUTNONG KOl VO OAOKANPOGOVY HEGH GE Eva. Unva
amod v €vapén TOVG TOVG GYETIKOVG EAEYXOVG EMYEPNOEMV MOV TPOKELTOL VO
ATOKPUTIKOTOM OO0V V.

6. Av 1 dwdwoacio 1| o1 Opol TNG OMOKPATIKOTOINGNG TPOPAETOVY THV. ATOGYION
KAMAO®V 1] TNV E16QOPA TEPLOVGLUKDOV GTOYEI®V, KAAS®MV 1] SIKOIOUAT®V, 01 GYETIKES

OTOTIUNGCELS TPEMEL VAL OAOKANPOVOVTOL PECH G €va PUNVO omd TNV VTOPOAT| TNG

GYETIKNG OUTNOTC.

Apbpo: 11

Hu/via: 10.09.2002

[Teprypaen 6pov Onocavpov: AITIOKPATIKOITOIHXEIX

Tithog ApBpov: Katapyodueveg kar petafatikég datdéelg Keparaiov A'

Keipevo ApBpov:

1. Ta apBpa 1 éog kot 10 tovv. 2000/1991 kotapyodvtal

2. Ka0Oe d1dtagn vopov avtifetn pe to vOUOo avTOV Kotapyeital.

3. Onov otV keipevn vouobeaia yivetar mapomouny 1 avagopd oto v. 2000/1991n
TOPOTOUTY] N ovoopd avth Bewpeiton ePeENG OTIC OVAAOYES OATAEES TOV VOLOV
aTOV.

4. Amo@dcelg ylo TNV amoKpOTIKOTOINGT ENXEPNoe®V T0V Anupociov mov €xovv
Moebet mpv amd v Evapén 1oxvo¢ TV dtTaéemv Tov VOHoL avtol eEakolovBovv

Vo, 16Y00LV.

CHAPTER 3, page 84

Eidog: NOMOX

Ap1Bpog: 3631

"Etog: 2008

®EK: A 6 20080129

TéOnke o 10y0: 29.01.2008

Apuodiog @opéag: O IIPOEAPOX THE EAAHNIKHE AHMOKPATIAX
Hp. Ymoypaorg: 25.01.2008
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Tithog: Xvotaon EBvikod Tapeiov Kowvovikig Zuvoymg Kot GALeC O1aTAEELC.

[Tpooio: Exdidope tov akd6Aovbo vopo mov yneioe 1 Boun:

YXTOIXEIA APOPQN

Apbpo: 11

Hp/via: 29.01.2008

[Teprypaoen 6pov Onocavpov: AHMOZIEZ EINIXEIPHXEIX

YyxoA

FEREOUQOvVO pE Ty Top. 5 nioyvg tov dtatdewmy Tov Tapdvtog apbpov apyilel amd
™V kaTdfeon Tov ot BovAr tov EAAMveov.

Keipevo ApBpov:

1. Enl avovopov etouupudv €Bvikng otpatnyiknig onuocioc, mov €yovv M &iyov
HOVOTIOALOKO YOPOKTPA, Kol 10iwg 6TV TPOKEITOL Yo ETAPIEG TOV EYOVV OTNV
KUPLOTTA TOLG M ekpeTalievovtanl 1 dtayepilovian €Bvikd diktva vmodoudv, M
AmOKTNOY Ao GAAO PETOYO, eKTOC ToL EAANViKoD Anpociov, 1 omd cuvoedepéves e
aVTOV EMXEPNOELS Katd Ty évvola tov GpBpov 42 & tov k.v. 2190/1920,7 and
HETOYOVS TOL OPOVV OO KOWVOU UE EVOPUOVIGUEVO TPOTO, SIKAIOUATOV YHPOL omd
20% 10V GLVOMKOV HETOYIKOV KEPOAOIOV Kot Gve, TPoHTOBETEL TV TTPOYEVESTEPT
éykplon g Awmovpyikng Emtponic Amokpotikonomoemy tov v. 3049/2002 katd
T ddKasion ToV VOLOU avToV.

2. H éyxpiom yopnyeitar epodcov mAnpovvtor kpitipla a&loAdynons mpog 0QEAOS TOL
ONUOGIOL CLUPEPOVTOG, BGTE VO SGPAALETAL 1] CUVEXNS KOl OTPOCKOTTY TOLPOYN|
TOV  TPOCOEPOUEVAOV  VINPECIOV Kol  Agrtovpyios. Tov  OSktdwv. Evdektikd
Aopfavovtar vwoym ®g Kprrnpla oE0AOYNoNG KOl GUVEKTILMVTOL ) 1) EUTEPIN TOV
TPITOY UETOY®V OTO OVTIKEIUEVO TOV OVOTEP® EMLEPNOE®Y, B) N QEPEYYLOTNTA
TOVG, Y) TANPOPOPIES AVOPOPIKA LE TIG EMEVOVTIKEG TOVG GTPOINYIKEG, O) 1 SPAvELa,
TOV GUVOALOYOV TOVG, €) TO GULYKEKPLUEVO, EMIYEPTUOTIKA TOVG GYESW, OT) TO
uéyeboc kot 10 €100¢ TOV EMEVOLTIKOD TOVE TPOYPAUUATOC, () TO 1810KTNOLOKO TOVG
Kabeotmdg, 1) N doediion tov Bécemv epyaciag, 0) M doun TOL UETOYIKOD TOVLG
KEQPAAAIOV KO 1010 1 CLHHETOYN KeParainv extdg ™G Evponaikng ‘Evoong, Pacet

™G APYNS TS SLOPAVELNS Kot TNG OUOPALOTNTOG, 1) O TPOTOG AYEDS UTOPACEDV.
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3. Ot amopdocel TV ®G Gve £TOPLOV €OVIKNG OTPATNYIKNIG ONUACIOG 7OV
avaeEpovtol ota akoAovBo BEpaTa VTOKEVTAL Yo TV EYKVPOTNTA TOVS GE £YKPIOT
T0v Ymovpyod Owovopiag kot OWOVOHK®V 7POS OcPAIAIoT TOV ONUOGIov
oLUEEPOVTOG. A) Xt dudlvon g etarpiag, T 0om g oe exkabapion Kol TOV
opiopd ekkabapiotdv. B) e 0mo10dNmoTE ETOUPIKO UETACYNUATIONO TOV OVOTEP®
EMYEPNOEWDV, OTMOC EVOEIKTIKA OTN LETATPOT, TI CLYXOVELGT HE GAAN €Taipia, T
OCLYYMVELOT] HE GVOTOON VEONS OVOVULUNG €Talpiog, TN OloTOCT, LE OTOLdONTOTE
LOPON KOl 0V VTN TPOYUOTOTOLEITOL, 1 TNV AmOcylon KAAd0L 7 KAAS®V, 1 omoia
umopet vo 0€cel og Kivouvo TNV TOPOYN VINPECLOV GE TOUEIG GTPATNYIKNG ONUOCTOC.
I) e omoladNmote UHETOPOPA, UETOPOAN 1| UETATPORY, OTOAONTOTE  EKYDPNON,
TOPOYN G EYYVNON, KOOMG KAl GE OTOLONTOTE UETAPOAN 1] OAALYT] TOV TPOOPIGLOV
TOV GTPATNYIKNG CNUOGIOG GTOLYEIDV TOV EVEPYNTIKOV TMV OVAOTEP® ETOLPUDY KOL TOV
Baocik®v SIKTH®V Kol VTOOOUMY YO TNV OTKOVOUIKT KOl KOW®OVIKY (N TG YOpoc,
KaBmG Kol Yo TNV aoQAAELL TNC.

4. H éykpiom g TponyoOUEVNS TOPAYPAPOD TOPEXETOL LE VTOVPYIKY] OTOPOCT] TOV
ekdidetarl evtog ypovikod dlactinatog tpravto (30) nuepdv amd ¢ vroPoAng ™G
amoQdcemc G etoupeiog otov Ymovpyd. Xe mepintmon mopdOov AmPAKTNG TNG
nmpobecpiag avtg, Bempeiton 6TL N amattoVueVT EyKplon £xel Tapacyedet.

5. H woydg tov datdéenv tov mapdviog apBpov apyilel amd v katdbeon Tov ot

Bouvin tov EAMvev.
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