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V�ZRXQG�PD\�KDYH�EHHQ�DFFLGHQWDO��EXW�RQH�ZD\�RU�DQRWKHU�KDG�EHHQ�VHOI�LQIOLFWHG��'U��/HWVRQ
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YH�VHHQ�GXULQJ�WKH�FDPSDLJQ�LV�GD\�WR�GD\�HIIRUWV�WR�EOXII�KLV�ZD\�LQWR�WKH�ULJKW�SDUW�RI�SXEOLF�RSLQLRQ�RU�EOXII�KLV�ZD\�LQWR�FULWLVLVP�RI�RU�FRXQWHU�SRLQW�WR�KLV�RSSRQHQW��7KLV�KDV�FUHDWHG�D�FDQGLGDWH�RQ�RQH�VLGH�RI�D�IHQFH�RQH�GD\�DQG�WKH�RWKHU�WKH�QH[W��ILQDOO\�VHWWOLQJ�GRZQ�WR�WKH�LGHD�WKDW�VRPHRQH�HOVH�VKRXOG�GHFLGH��$Q�LQGHFLVLYH�SUHVLGHQW�ZRXOG�EH�EDG�HQRXJK��EXW�LQ�WKH�HQG��6HQDWRU�.HUU\�KDV�EHHQ�SURPLVLQJ�WR�OHDYH�VWDWHV�GDQJOLQJ�LQ�WKH�IDFH�RI�GHVWUXFWLYH�IHGHUDO�SROLFLHV��IDPLO\�SROLF\�IRU�H[DPSOH��DQG�WR�KDQG�RYHU�WKH�UHLJQV�RI�8�6��IRUHLJQ�SROLF\�WR�WKH�(XURSHDQ�8QLRQ�DQG�WKH�8QLWHG�1DWLRQV��&RQWH[W�LV�SURYLGHG�E\�ODWHVW�URXQG�WR�KLW�.HUU\�SROLWLFDOO\��,W�LQYROYHV�D�QHZO\�IRUPHG�JURXS�FDOOHG�6ZLIW�%RDW�9HWHUDQV�IRU�7UXWK��7KHVH�DUH�9LHWQDP�YHWHUDQV��'HPRFUDWV��5HSXEOLFDQV��DQG�LQGHSHQGHQWV��ZKR�VHUYHG�ZLWK�/W��.HUU\��DQG�LQFOXGHV�WKH�HQWLUH�FKDLQ�RI�FRPPDQG�DERYH�.HUU\��$V�DQ�DFWLYLVW�LQ�WKH�DQWL�ZDU�PRYHPHQW��.HUU\�DGRSWHG�LWV�SURSDJDQGD��DOOHJLQJ�WKDW�PDQ\�$PHULFDQ�VROGLHUV�KDG�URXWLQHO\�HQJDJHG�LQ�DWURFLWLHV�VXFK�DV�UDSLQJ�DQG�FXWWLQJ�RII�HDUV�DQG�KHDGV�RI�9LHWQDPHVH�VROGLHUV�DQG�FLWL]HQV��$�QHZO\�SXEOLFL]HG�OHWWHU�IURP�WKH�JURXS�WR�6HQDWRU�.HUU\�VWDWHV���,W�LV�RXU�FROOHFWLYH�MXGJPHQW�WKDW��XSRQ�\RXU�UHWXUQ�IURP�9LHWQDP��\RX�JURVVO\�DQG�NQRZLQJO\�GLVWRUWHG�WKH�FRQGXFW�RI�WKH�$PHULFDQ�VROGLHUV��PDULQHV��VDLORUV DQG�DLUPHQ�RI�WKDW�ZDU��LQFOXGLQJ�D�EHWUD\DO�RI�PDQ\�RI�XV��ZLWKRXW�UHJDUG�IRU�WKH�GDQJHU�\RXU�DFWLRQV�FDXVHG�XV���)XUWKHU��ZH�EHOLHYH�WKDW�\RX�KDYH�ZLWKKHOG�DQG�RU�GLVWRUWHG�PDWHULDO�IDFWV�DV�WR�\RXU�RZQ�FRQGXFW�LQ�WKLV�ZDU����<RXU�FRQGXFW�LV�VXFK�DV�WR�UDLVH�VXEVWDQWLYH�FRQFHUQV�DV�WR�\RXU�KRQHVW\�DQG�\RXU�DELOLW\�WR�VHUYH��DV�\RX�FXUUHQWO\�VHHN��DV�&RPPDQGHU�LQ�&KLHI�RI�WKH�PLOLWDU\�VHUYLFHV���7KH�JURXS�LV�FKDOOHQJLQJ�.HUU\�WR�VLJQ�D�UHOHDVH��'HSDUWPHQW�RI�WKH�1DY\�6WDQGDUG�)RUP������DOORZLQJ�KLV�PLOLWDU\�UHFRUG���FRPSOHWH�DQG�XQDOWHUHG���LQFOXGLQJ�KLV�PHGLFDO�UHFRUG��WR�EH�PDGH�SXEOLF���6HQDWRU�.HUU\���WKH�OHWWHU�HQGV���ZH�ZHUH�WKHUH��:H�NQRZ�WKH�WUXWK��:H�KDYH�EHHQ�VLOHQW�ORQJ�HQRXJK��7KH�VWDNHV�DUH�WRR�JUHDW��QRW�RQO\�IRU�$PHULFD�LQ�JHQHUDO�EXW��PRVW�LPSRUWDQWO\��IRU�WKRVH�ZKR�KDYH�IROORZHG�XV�LQWR�VHUYLFH�LQ�,UDT�DQG�$IJKDQLVWDQ��:H�FDOO�XSRQ�\RX�WR�SURYLGH�D�IXOO��DFFXUDWH�DFFRXQWLQJ�RI�\RXU�FRQGXFW�LQ�9LHWQDP���
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V�LQFRPH�RQ�UHFRUG�LV�������������SHU�\HDU�DQG�WKH�PRWKHU
V�LV�������������7KH�PRWKHU�FODLPHG��UHDVRQDEOH�QHHGV��RI�������������SHU�\HDU��������������DWWULEXWDEOH�WR�WKH�FKLOGUHQ��0DGDP�-XVWLFH�1HZPDQ�UHFRJQL]HG�WKDW��D�SDUHQW�LQFXUV�FHUWDLQ�IL[HG�FRVWV�UHODWHG�WR�SURYLGLQJ�WKH�FKLOGUHQ�ZLWK�D�KRPH�LQ�ZKLFK�WR�H[HUFLVH�KLV�RU�KHU�SHULRG�RI�SDUWLDO�FXVWRG\��&RVWV�VXFK�DV�D�PRUWJDJH�RU�UHQW�SD\PHQWV��LQVXUDQFH��XWLOLWLHV��HWF��UHPDLQ�WKH�VDPH�ZKHWKHU�WKH�FKLOGUHQ�DUH�LQ�D�SDUHQW
V�FXVWRG\�RU�QRW���8SRQ�GLYRUFH��WKH�FRXSOH�DJUHHG�WHPSRUDULO\�WR�VKDUH�FXVWRG\�RI�WKH�FKLOGUHQ�ZKLOH�WKH�IDWKHU
V�SHWLWLRQ�IRU�SULPDU\�FXVWRG\�ZDV�XQGHU�FRQVLGHUDWLRQ��7KH�IDWKHU�ZDV�RUGHUHG�WR�SD\������������SHU�\HDU�LQ�FKLOG�VXSSRUW��EDVHG�RQ�D�KLJKHU�LQFRPH�UHSRUWHG�D�\HDU�HDUOLHU��:KHQ�SULPDU\�FXVWRG\�ZDV�DZDUGHG�WR�WKH�IDWKHU��KH�GLG�QRW�UHTXHVW�FKLOG�VXSSRUW�IURP�WKH�PRWKHU��%XW�WKH�PRWKHU�DUJXHG�WKDW�VKH�VKRXOG�FRQWLQXH�WKH�VDPH�OLIHVW\OH�WKDW�VKH�KDG�EHIRUH�WKH�FKDQJH��DIIRUGDEOH�RQO\�LI�VKH�UHFHLYHG�FKLOG�VXSSRUW��7KH�ZRPDQ�ZKR�DFWHG�DV�ODZ�PDVWHU�LQ�WKH�FDVH�HPSDWKL]HG�ZLWK�WKH�PRWKHU��,Q�WKH�ZRUGV�RI�WKH�FRXUW���6KH�ZDV�WURXEOHG�E\�WKH�GLVSDULWLHV�LQ�WKH�SDUWLHV
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�LQFRPHV��DQG��FRQFHUQHG�WKDW�WKH�UHIXVDO�WR�FRQVLGHU�WKLV�DV�D�IDFWRU�ZKHQ�IDVKLRQLQJ�D�VXSSRUW�RUGHU�PD\�EH�FRQWUDU\�WR�WKH�EHVW�LQWHUHVWV�RI�WKH�FKLOG��:H�PXVW�DOZD\V�EH�PLQGIXO�RI�WKH�IDFW�WKDW�WKH�VXSSRUW�ODZV�DFW�LQ�FRQMXQFWLRQ�ZLWK�RXU�FXVWRG\�ODZV���0DGDP�-XVWLFH�1HZPDQ�DJUHHG�ZLWK�WKH�ODZ�PDVWHU�WKDW�D�0HO]HU FDOFXODWLRQ�VKRXOG�EH�DSSOLHG��7KH�0HO]HU�FDOFXODWLRQ�ZDV�SUHVHQWHG�E\�WKH�3HQQV\OYDQLD�6XSUHPH�&RXUW�LQ�������SULRU�WR�IHGHUDO�FKLOG�VXSSRUW�UHIRUP��LQ�0HO]HU�Y��:LWVEHUJHU �����$��G�������7KH�FKLOG�VXSSRUW�FDOFXODWLRQ�LV�DSSOLHG�WR�HDFK�SDUHQW�UHODWLYH�WR�WKH�WLPH�FKLOGUHQ�VSHQG�LQ�HDFK�KRXVHKROG��$SSO\LQJ�WKH�FXUUHQW�3HQQV\OYDQLD�FKLOG�VXSSRUW�JXLGHOLQH�ERWK�ZD\V�LQ�WKLV�SDUWLFXODU�FDVH�UHVXOWV�LQ�D�QHW�REOLJDWLRQ�E\�WKH�SULPDU\�FXVWRG\�SDUHQW�WR�WKH�SDUWLDO�FXVWRG\�SDUHQW�
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)DWKHU�:LQV�LQ�/D0XVJD�0RYH�$ZD\�&DVHKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������2Q�$SULO���WK�WKH�&DOLIRUQLD�6XSUHPH�&RXUW�LVVXHG�D�GHFLVLRQ�DOORZLQJ�D�FKDQJH�RI�FXVWRG\�WR�D�IDWKHU�DV�WKH�UHVXOW�RI�D�PRWKHU
V�PRYH�WR�DQRWKHU�VWDWH��'HVSLWH�WKH�RYHU�UHDFWLRQV�RI�VRPH�VSHFLDO�LQWHUHVW�JURXSV�LQ�UHFHQW�GD\V��WKH�GHFLVLRQ�PHUHO\�XSKROGV�H[LVWLQJ�ODZ���6HH�&ORVHU�VFUXWLQ\�LQ�FXVWRG\�FDVH�PRYHV��7KH�6DFUDPHQWR�%HH��$SULO�����,Q�������WKH�&RXUW�GHFLGHG�WKDW�D�SDUHQW�VHHNLQJ�WR�UHORFDWH�DIWHU�GLVVROXWLRQ�RI�PDUULDJH�LV�QRW�UHTXLUHG�WR�HVWDEOLVK�WKDW�WKH�PRYH�LV�³QHFHVVDU\´�LQ�RUGHU�WR�EH�DZDUGHG�SK\VLFDO�FXVWRG\�RI�D�PLQRU�FKLOG���,Q�UH�0DUULDJH�RI�%XUJHVV ���&DO��WK������������7KH�GHFLVLRQ�ZDV�LQWHUSUHWHG�E\�VRPH�DV�JXDUDQWHHLQJ�D�ZRPDQ
V�ULJKW�WR�PRYH�FKLOGUHQ�DJDLQVW�WKH�REMHFWLRQV�RI�QRQFXVWRGLDO�IDWKHUV��$�&RQWUD�&RVWD�&RXQW\�MXGJH�VDZ�WKH�VWDQGDUG�GLIIHUHQWO\�DQG�RUGHUHG�D�FKDQJH�LQ�FXVWRG\�RI�WZR�FKLOGUHQ�WR�WKHLU�IDWKHU��*DU\�/D0XVJD��LI�WKHLU�PRWKHU��6XVDQ�1DYDUUR��IROORZHG�KHU�QHZ�KXVEDQG�WR�2KLR��ZKHUH�KH�ZRUNHG�DQG�VKH�KDG�RWKHU�UHODWLYHV��7KH�&DOLIRUQLD�&RXUW�RI�$SSHDO�UHYHUVHG�WKH�GHFLVLRQ��UHTXLULQJ�WKDW�D�QRQFXVWRGLDO�SDUHQW�SURYH�WKDW�D�FKDQJH�RI�FXVWRG\�LV��HVVHQWLDO��WR�SUHYHQW�GHWULPHQW�WR�WKH�FKLOGUHQ�IURP�WKH�SODQQHG�PRYH��7KH�VXSUHPH�FRXUW�RYHUWXUQHG�WKH�DSSHOODWH�GHFLVLRQ��DIILUPLQJ�WKH�FKDQJH�RI�FXVWRG\��DQG�SURYLGHG�SDJH�DIWHU�SDJH�RI�GRFXPHQWDWLRQ�VKRZLQJ�WKDW�WKH�DSSHOODWH�GHFLVLRQ�ZDV�IODZHG��,Q�IDFW��WKH�&RXUW�RI�$SSHDO�KDG�RQ�PDQ\�RFFDVLRQV�XSKHOG�MXGLFLDO�GLVFUHWLRQ�WR�FRQVLGHU�WKH�IDFWV�RI�HDFK�FDVH�DQG�ZHLJK�DOO�WKH�LPSRUWDQW�IDFWRUV�QHFHVVDU\�WR�GHFLGLQJ�FXVWRG\�LQ�PRYH�DZD\�FDVHV��DQG�WKH�%XUJHVV VWDQGDUG�LQ�QR�ZD\�UHTXLUHG�VXFK�D�KLJK�EXUGHQ RI�SURRI�WKDW�WKH�&RXUW�RI�$SSHDO�KDG�VHW�XSRQ�0U��/D0XVJD�:KDW�KDV�DWWUDFWHG�WKH�DWWHQWLRQ�RI�IDWKHUV
�ULJKWV�DGYRFDWHV�LV�WKDW�WKLV�GHFLVLRQ�KLQJHG�RQ�WKH�KDUP�WKDW�ZRXOG�EH�FDXVHG�WR�WKH�FKLOGUHQ�DV�WKH�UHVXOW�RI�UHGXFHG�FRQWDFW�ZLWK�WKHLU�IDWKHU��:KDW�LV�XSVHWWLQJ�ZRPHQ
V�DGYRFDF\�JURXSV�LV�WKDW�WKH�HYLGHQFH�GLG�QRW�VKRZ�WKDW�WKH�PRYH�ZDV�LQ��EDG�IDLWK���7KHUH�ZDV�QR�HYLGHQFH�WKDW�WKH�PRWKHU�ZDV�PRYLQJ�PHUHO\�WR�IUXVWUDWH�WKH�IDWKHU
V�HIIRUWV�WR�PDLQWDLQ�FRQWDFW��ZKLFK�LV�RQH�RI�WKH�FLUFXPVWDQFHV�FRXUWV�PD\�FRQVLGHU�ZKHQ�FKDQJLQJ�FXVWRG\��:RPHQ�KDYH�D�EDVLF�ULJKW�WR�PRYH��DQG�LW�KDV�EHHQ�D FRPPRQ�EHOLHI�WKDW�PRWKHUV�FDQQRW�ORVH�FXVWRG\�ZKHQ�WKH�HYLGHQFH�VXJJHVWV�WKDW�D�PRYH�LV�QRW�PHUHO\�D�KRVWLOH�DFW�DLPHG�DW�KDUPLQJ�UHODWLRQV�EHWZHHQ�FKLOGUHQ�DQG�WKHLU�IDWKHU�7KHUH�KDG�EHHQ�D�KLVWRU\�RI�FRQIOLFW�EHWZHHQ�WKH�SDUHQWV�WKDW�OHG�WR�GLIILFXOW\�LQ�VHWWLQJ�D�UHDVRQDEOH�YLVLWDWLRQ�VFKHGXOH��0U��/D0XVJD�KDG�OLWHUDOO\�ZRUNHG�IRU�\HDUV�WR�REWDLQ�ZKDW�PDQ\�ZRXOG�UHJDUG�DV�QRUPDO�FRQWDFW�IRU�D�QRQFXVWRGLDO�SDUHQW��RQO\�WR�IDFH�WKH�SURVSHFW�WKDW�KLV�FKLOGUHQ�ZRXOG�EH�PRYHG�WKRXVDQGV�RI�PLOHV�DZD\��0U��/D0XVJD�KDG�LQLWLDOO\�UHTXHVWHG�MRLQW�FXVWRG\��ZKLOH�KLV�IRUPHU�ZLIH�SUHIHUUHG�VROH�FXVWRG\�DQG�ZRUNHG�WR�PLQLPL]H�FRQWDFW��$�SV\FKRORJLVW�WHVWLILHG�WKDW�WKH�FKLOGUHQ�ZHUH�VXIIHULQJ�IURP�DOLHQDWLRQ�DQG�OR\DOW\�FRQIOLFWV�LQGXFHG�E\�WKH�PRWKHU
V�DWWLWXGH�DQG�EHKDYLRU�7KH�&RQWUD�&RVWD�&RXQW\�6XSHULRU�&RXUW�FRUUHFWO\�FRQVLGHUHG D�FKDQJH�LQ�FXVWRG\�PHUHO\�EHFDXVH�D�PRYH�ZDV�FRQWHPSODWHG��UHJDUGOHVV�RI�ZKHWKHU�WKH�PRYH�LWVHOI�ZDV�LQ��JRRG�IDLWK���EXW�PDGH�LWV�GHFLVLRQ�RQ�FDUHIXO�FRQVLGHUDWLRQ�RI�WKH�HYLGHQFH��,W�GHWHUPLQHG�DSSURSULDWHO\�WKDW�WKH�FKLOGUHQ�ZRXOG�EHQHILW�IURP�JUHDWHU�FRQWDFW�ZLWK�WKHLU�IDWKHU�UDWKHU�WKDQ�OHVV��DQG�GHFLGHG�WKDW�D�FKDQJH�LQ�FXVWRG\��LI�WKH�PRWKHU�PRYHG��ZRXOG�EH�LQ�WKH�FKLOGUHQ
V�EHVW�LQWHUHVW��7KH�HIIHFW�RI�OHVV�FRQWDFW�ZLWK�WKH�IDWKHU�ZRXOG�EH�GHWULPHQWDO�WR�WKH�FKLOGUHQ
V�GHYHORSPHQW��-XVW�DV�D�PRYH�LQ��JRRG�IDLWK��GRHV�QRW�JXDUDQWHH�WKDW�FXVWRG\�ZLOO�UHPDLQ�XQFKDQJHG��WKH�QHZ�GHFLVLRQ�FODULI\LQJ�H[LVWLQJ�ODZ�GRHV�QRW�VXJJHVW�D�JXDUDQWHH�WKDW�FXVWRG\�ZLOO�FKDQJH�PHUHO\�EHFDXVH�D�FXVWRGLDO�SDUHQW�GHFLGHV�WR�PRYH�DQG�D�QRQFXVWRGLDO�SDUHQW�REMHFWV��7KH�&DOLIRUQLD�6XSUHPH�&RXUW�DV�ZHOO�DV�WKH�&RXUW�RI�$SSHDO��RQ�PDQ\�RFFDVLRQV��VXSSRUW�WULDO�FRXUW�GLVFUHWLRQ�LQ�ZHLJKLQJ�HYLGHQFH�DQG�GHWHUPLQLQJ�ZKDW�FXVWRG\�DQG�YLVLWDWLRQ�DUUDQJHPHQWV�DUH�EHVW�IRU�FKLOGUHQ��7KH�6XSUHPH�&RXUW�OLVWHG�VRPH�RI�WKH�IDFWRUV�WKDW�FRXUWV�VKRXOG�RUGLQDULO\�FRQVLGHU��$PRQJ�WKH�IDFWRUV�WKDW�WKH�FRXUW�RUGLQDULO\�VKRXOG�FRQVLGHU�ZKHQ�GHFLGLQJ�ZKHWKHU�WR�PRGLI\�D�FXVWRG\�RUGHU�LQ�OLJKW�RI�WKH�FXVWRGLDO�SDUHQW¶V�SURSRVDO�WR�FKDQJH�WKH�UHVLGHQFH�RI�WKH�FKLOG�DUH�WKH�IROORZLQJ��WKH�FKLOGUHQ¶V�LQWHUHVW�LQ�VWDELOLW\�DQG�FRQWLQXLW\�LQ�WKH�FXVWRGLDO�DUUDQJHPHQW��WKH�GLVWDQFH�RI�WKH�PRYH��WKH�DJH�RI�WKH�FKLOGUHQ��WKH�FKLOGUHQ¶V�UHODWLRQVKLS�ZLWK�ERWK�SDUHQWV��WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SDUHQWV�LQFOXGLQJ��EXW�QRW�OLPLWHG�WR��WKHLU�DELOLW\�WR�FRPPXQLFDWH�DQG�FRRSHUDWH�HIIHFWLYHO\�DQG�WKHLU�ZLOOLQJQHVV�WR�SXW�WKH�LQWHUHVWV�RI�WKH�FKLOGUHQ�DERYH�WKHLU�LQGLYLGXDO�LQWHUHVWV��WKH�ZLVKHV�RI�WKH�FKLOGUHQ�LI�WKH\�DUH�PDWXUH�HQRXJK�IRU�VXFK�DQ�LQTXLU\�WR�EH�DSSURSULDWH��WKH�UHDVRQV�IRU�WKH�SURSRVHG�PRYH��DQG�WKH�H[WHQW�WR�ZKLFK�WKH�SDUHQWV�FXUUHQWO\�DUH�VKDULQJ�FXVWRG\��
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%XVLQHVV�/HDGHUV�$PRQJ�(8�6NHSWLFVKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������,Q�WKH�PLGVW�RI�D�KRW�EXW�VXSHUILFLDO�GHEDWH�RYHU�WKH�SURSRVHG�(8�FRQVWLWXWLRQ�D�YDULHW\�RI�SROOV�ZDUQ�WKDW�FLWL]HQV�DUH�DJDLQVW�LW��DQG�RQO\�D�KDQG�IXOO�LQ�VHYHUDO�FRXQWULHV�DUH�IRU�LW��7RQ\�%ODLU�RQFH�EHOLHYHG�WKDW�WKH�QHZ�FRQVWLWXWLRQ�VKRXOG�EH�QHJRWLDWHG�E\�JRYHUQPHQW�DV��RWKHU�WUHDWLHV��KDYH�EHHQ��+H�UHFHQWO\�FKDQJHG�SRVLWLRQV��RSHQLQJ�WKH�ZD\�IRU�D�SXEOLF�UHIHUHQGXP�3URSRQHQWV�RI�WKH�FRQVWLWXWLRQ�KDYH�EHHQ�SXVKLQJ�IRU�DQ�DJUHHPHQW�ZLWKLQ�WKUHH�PRQWKV��ZLWKRXW�VXEMHFWLQJ�WKHLU�SURSRVDO�WR�SXEOLF�MXGJPHQW��7KH\�EHOLHYH�WKDW�REMHFWLRQV�E\�6SDLQ�DQG�3RODQG�WKDW�EORFNHG�D�GHDO�ODVW�'HFHPEHU�KDYH�EHHQ�PLWLJDWHG�E\�WKH�HOHFWLRQ�RI�D�6RFLDOLVW�JRYHUQPHQW�LQ�6SDLQ��0U��%ODLU�FODLPHG�DW�D�UHFHQW�VXPPLW�WKDW�WKH�KHLJKWHQHG�WKUHDW�RI�WHUURULVP�KDG�KLJKOLJKWHG�WKH�QHHG�IRU�(XURSH�WR�VKRZ�XQLW\�DQG�FDOOHG�IRU�DQ�DJUHHPHQW��DV�VRRQ�DV�SRVVLEOH�� %XW�D�VXUYH\�E\�,&0�IRU�WKLQN�WDQN�1HZ�)URQWLHUV�IRXQG�WKDW����SHUFHQW�WKLQN�WKDW�WKH�WKUHDW�RI�LQWHUQDWLRQDO�WHUURULVP�PDNHV�LW�PRUH�LPSRUWDQW�WR��NHHS�FRQWURO�RI�RXU�RZQ�DIIDLUV��$�1HZ�)URQWLHUV�SROO�VXUYH\HG�������FKLHI�H[HFXWLYH�RIILFHUV�DQG�IRXQG�WKDW����SHUFHQW�GLG�QRW�EHOLHYH�WKH�SURSRVHG�FRQVWLWXWLRQ�ZRXOG�PDNH�WKH�(8�ZRUN�EHWWHU��(LJKW�RXW�RI�WHQ�ILUPV�DOVR�WKRXJKW�%ULWDLQ��QRW�WKH�(8��VKRXOG�KDQGOH�WUDGH�QHJRWLDWLRQV��6RPH����SHUFHQW�VDLG�WKH\�ZRXOG�YRWH�DJDLQVW�%ULWDLQ�MRLQLQJ�WKH�HXUR�LI�DVNHG�QRZ�,Q�WKHLU�DQDO\VLV�HQWLWOHG��%ULWLVK�6WUDWHJ\�LQ�WKH�&RQWH[W�RI�WKH�%UXVVHOV�6XPPLW��WKH�1HZ�)URQWLHUV�)RXQGDWLRQ�ZULWHV���7KLV�&RQVWLWXWLRQ�XWWHUO\�IDLOV�WKH�EDVLF�WHVW�RI�D�JRRG�FRQVWLWXWLRQ��LV�LW�VLPSOH��DQG�GRHV�LW�H[SODLQ�KRZ�SRZHU�LV�WR�EH�KHOG�DFFRXQWDEOH"�,QVWHDG��LW�LV�D�PRGHO�RI�RSDFLW\�DQG�DWWHPSWV�WR�HQVKULQH�D�FRPELQDWLRQ�RI�D�SDUWLFXODU�OHIW�ZLQJ�YLHZ�RI�HFRQRPLF�SROLF\�DQG�DQ�DQWL�OLEHUDO�YLHZ�RI�QDWLRQDO�GHPRFUDF\�LQ�D�&RQVWLWXWLRQDO�GRFXPHQW�WKDW�HSLWRPLVHV�WKH�GHFOLQH�RI�(XURSHDQ�GHPRFUDF\�DQG�SROLWLFDO�GHEDWH���)URP�WKH�VDPH�VRXUFH��$�&%,�VSRNHVPDQ�KDV�VDLG�WKH�&KDUWHU�LV��³%XUHDXFUDF\�JRQH�PDG�´�DQG�WKDW��³:H�GRQ
W�QHHG�LW�DQG�ZH�ZRQ
W�ZDQW�LW�´�7KH�,QVWLWXWH�RI�'LUHFWRUV�ZDUQHG�RI�³FOHDU�DQG�ZRUU\LQJ�WKUHDWV�IRU�%ULWLVK�EXVLQHVV´�$Q�,&0�SROO�FRQGXFWHG�$SULO�������IRU�1HZV�RI�WKH�:RUOG�DVNHG��'R�\RX�EHOLHYH�%ULWDLQ�VKRXOG�VLJQ�XS�WR�WKH�(8
V�FRQVWLWXWLRQ"�0RUH�WKDQ�KDOI�������RI�SHRSOH�SROOHG�LQ�WKH�8.�UHVSRQGHG�QR��DQG�DURXQG����SHUFHQW�GLG�QRW�NQRZ��7KH�SROO�VXJJHVWHG�WKDW�RQO\ DERXW�D�TXDUWHU�RI�WKH�SRSXODWLRQ�IDYRUV�WKH�FRQVWLWXWLRQ��6OLJKWO\�PRUH�WKDQ�KDOI�������ZRXOG�YRWH�WR�UHPDLQ�LQ�WKH�(8��ZKLFK�LV�ZK\�SURSRQHQWV�RI�WKH�FRQVWLWXWLRQ��LQFOXGLQJ�7RQ\�%ODLU��KDYH�ODWHO\�WULHG�WR�PDNH�DQ�DUJXPHQW�FRQIXVLQJ�FRQVWLWXWLRQDO�DFFHSWDQFH�ZLWK�(8�PHPEHUVKLS��%XW�MXVW�RYHU�KDOI�RI�WKH�SRSXODWLRQ�������GRHV�QRW�EHOLHYH�WKDW�%ULWDLQ�ZRXOG�KDYH�WR�ZLWKGUDZ�IURP�WKH�(8�LI�WKH�FRQVWLWXWLRQ�LV�GHIHDWHG�LQ�D�UHIHUHQGXP������GRQ
W�NQRZ���1LQHW\�SHUFHQW�VDLG�WKDW�%ULWDLQ�UDWKHU�WKDQ�%UXVVHOV VKRXOG�KDYH�WKH�ILQDO�VD\�RQ�%ULWLVK�SROLF\�����SHUFHQW�ZDQW�KXPDQ�ULJKWV�ORFDOO\�FRQWUROOHG�����SHUFHQW�ZDQW�ORFDO�FRQWURO�RI�HFRQRPLF�SROLF\�����SHUFHQW�ORFDO�FRQWURO�RI�EXVLQHVV�UHJXODWLRQV��KHDOWK�DQG�VDIHW\�����SHUFHQW�ORFDO�FRQWURO�RI�WD[HV�����SHUFHQW�ORFDO�FRQWURO�RI�GHIHQVH��DQG����SHUFHQW�ZDQW�%ULWDLQ�UDWKHU�WKDQ�%UXVVHOV�WR�GHFLGH�IRUHLJQ�SROLF\�
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6KRXOG�.HUU\�'URS�2XW"KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������1RZKHUH�LQ�WKH�&RQVWLWXWLRQ�GRHV�LW�VD\�WKDW�D�PHPEHU�RI�WKH�'HPRFUDW�3DUW\��RU�DQ\�RWKHU�IRU�WKDW�PDWWHU��PXVW�UXQ�IRU�SUHVLGHQW��7KH�PDLQVWUHDP�PHGLD�WHOOV�XV�HYHU\�GD\�WKDW�WKH�GHFLVLYH�LVVXHV�DUH�,UDT�DQG�WKH�HFRQRP\��6LQFH�-RKQ�.HUU\�FDQ
W�ILQG�D�VROLG�IRRWLQJ�RQ�VHFXULW\�DQG�GHIHQVH�DQG�GRHVQ
W�XQGHUVWDQG�WKH�HFRQRP\��LW�ZRXOG�EH�EHWWHU�IRU�WKH�FRXQWU\�LI�KH�GURSSHG�RXW�RI�WKH�UDFH��7KH�SDUWLVDQ�EDWWOH�LV�GLVWUDFWLQJ�XV�DOO�IURP�VHULRXV�GLVFXVVLRQ�DQG�GHEDWH�DERXW�VHULRXV�LVVXHV�$OWKRXJK�WKH�WZR�SDUWLHV�GRQ
W�ZDQW�IDPLO\�SROLF\�WR�EH�LQFOXGHG�LQ�WKHLU�GHEDWH��LW
V�REYLRXV�WKDW�PRVW�$PHULFDQV�GLVDJUHH��7KLV�LV�DQRWKHU�DUHD�ZKHUH�.HUU\�ZDQWV�FUHGLW�ZLWKRXW�IDFLQJ�VHULRXV�TXHVWLRQV��+LV�ZHE�VLWH�SDLQWV�WKH�SLFWXUH�WKDW�KH KDV�EHHQ�RQH�RI�WKH�OHDGHUV�LQ�PRYLQJ�IDPLO\�SROLF\�IURP�WKH�VWDWHV�DQG�RXU�KRPHV�WR�SODFH�WKH�PRVW�SHUVRQDO�RI�LVVXHV�XQGHU�IHGHUDO�SROLWLFDO�FRQWURO��&KDRV�KDV�HQVXHG��0DUULDJH�DQG�IDPLO\�DV�ZH�NQHZ�LW�DUH�OHJDOO\�GLVLQWHJUDWLQJ��3DUHQWKRRG�FDQ�EH�DVVLJQHG�DUELWUDULO\��%XW�WKLV�LV�DQ�LVVXH�WKDW�QHLWKHU�FDQGLGDWH�LV�IDFLQJ�VHULRXVO\��DQG�.HUU\�LV�WKH�OHDVW�VHULRXV��(YHQ�WKRXJK�WKH�)HGHUDO�0DUULDJH�$PHQGPHQW��VXSSRUWHG�E\�3UHVLGHQW�%XVK��WUHDWV�D�V\PSWRP�UDWKHU�WKDQ�WKH�GLVHDVH��ZLOO�WDNH�\HDUV�WR�SURFHVV��DQG�ZLOO�SUREDEO\�QRW�SDVV�LQ�WKH�HQG��LW�LV�DW�OHDVW�D�VXSHUILFLDO�GLVSOD\�RI�FRQFHUQ��7KH�SUHVLGHQW
V�VXSSRUW�ZDV�EHODWHG�DQG�VHHPHG�WR�ODFN�HQHUJ\�RU�DQ\�UHDO�DZDUHQHVV�RI�WKH�VHULRXV�QDWXUH�RI�WKH�SUREOHP��LW
V�D�SODFH�WR�VWDUW�D�GHEDWH��%XW�DJDLQVW -RKQ�.HUU\
V�LQGLIIHUHQFH��WKH�GHEDWH�KDVQ
W�JRQH�DQ\ZKHUH��*HRUJH�%XVK�VKRZHG�KLV�FRQFHUQ�IRU�IDWKHUV�DQG�WUDGLWLRQDO�IDPLOLHV�E\�DWWHQGLQJ�D�1$6&$5�UDFH�DQG�WKHQ�ZHQW�KRPH��0D\EH�WKHUH�ZDV�VRPHWKLQJ�LQ�WKH�V\PEROLVP��3DUHQWV�ZRXOG�SUREDEO\�OLNH�WR�JR�WR D�1$6&$5�UDFH�ZLWKRXW�ZRUU\LQJ�DERXW�ZKHWKHU�VRPH�EXUHDXFUDW�ZLOO�UHDVVLJQ�WKHLU�NLGV�WR�D�KRPRVH[XDO�FRXSOH�ZKLOH�WKH\
UH�WKHUH�,W�VHHPV�OLNH�-RKQ�.HUU\�LV�$O�*RUH�DOO�RYHU�DJDLQ��H[FHSW�ZLWKRXW�VR�PXFK�RI�WKH�SXUH�SDUWLVDQ�KDWUHG�JHQHUDWHG�E\�%LOO�DQG +LOODU\�&OLQWRQ��$K�\HV��WKH�&OLQWRQV��-XVW�DQRWKHU�W\SLFDO�OHIW�ZLQJ�SROLWLFDO�FRXSOH�OLNH�WKH�&HDXVHVFXV�DQG�0LORVHYLFV��:KHQ�+LOODU\�EHFRPHV�SUHVLGHQW��PD\EH�ZH�FDQ�ILQDOO\�JHW�VRPH�RI�WKRVH�PDVV�PXUGHUV�RI�SROLWLFDO�RSSRVLWLRQ�JURXSV�WR�VKRZ�KRZ�WROHUDQW�DQG�DFFHSWLQJ�ZH�DUH�RI�RWKHU�FXOWXUDO�QRUPV��-XVW�IRU�IXQ��WKH\�FRXOG�ORE�VRPH�ERPEV�LQWR�WKH�GHVHUW�VRPHZKHUH�WR�SLVV�RII�WKH�$UDEV��WKHQ�UXQ�DZD\�DQG�IRUJHW�WR�WHOO�WKH�QH[W�DGPLQLVWUDWLRQ�PXFK�DERXW�WKH�EXLOG�XS�RI�WHUURULVW�DFWLYLWLHV��.HUU\
V�UHFHQW�H[SUHVVLRQ�RI�ZKROH�KHDUWHG�VXSSRUW�IRU�NLOOLQJ�EDELHV��DERUWLRQ��LV�DPDWHXU�VWXII�± QRWKLQJ�QHZ�± ODFNLQJ�UHDO�LPDJLQDWLRQ��:H
YH�DOUHDG\�GRQH�WKH�*HQGHU�:DU�DQG�PRVW�RI�WKH�UHVW�RI�WKH�ZHVW�LV�RYHU�LW���,QWHUQDWLRQDO�OHIWLVW�PRYHPHQWV�KDYH�UHDOO\�IDOOHQ�DSDUW�VLQFH�WKH�IDOO�RI�WKH�6RYLHW�8QLRQ���6LQFH�.HUU\�KDVQ
W�JUDVSHG�WKH�EDWWOH�IRU�VXSUHPDF\�E\�RGG�VH[XDO�RULHQWDWLRQ�E\�WKH�KRUQV��KH�KDVQ
W�EHHQ�HIIHFWLYH�DW�GLYLGLQJ�WKH�QDWLRQ�LQWR�ZDUULQJ�IDFWLRQV��,W�PD\�EH�WLPH�IRU�D�UHDO�$PHULFDQ�KHUR��DQG -RKQ�.HUU\�FRXOG�EH�WKH�RQH��+H�FRXOG�WHOO�XV�KRQHVWO\�WKDW�WKH�'HPRFUDW
V�SDUWLFLSDWLRQ�LQ�WKH�FRPSHWLWLRQ�EHWZHHQ�WKH�WZR�SDUWLVDQ�SRZHUV�KDV�QRWKLQJ�WR�GR�ZLWK�GHPRFUDF\�DQG�ZDON�DZD\�
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7KH�&KLOG�6XSSRUW�6FDPKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\6LQFH�WKH�FUHDWLRQ�RI�WKH�IHGHUDO�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�LQ�������JRYHUQPHQW�ZRUNHUV�DQG�OREE\LVWV�IRU�SULYDWH�FKLOG�VXSSRUW�FROOHFWLRQ�FRPSDQLHV�KDYH�EHHQ�UHOHQWOHVV�LQ�WKHLU�HIIRUWV�WR�PLVLQIRUP�WKH�SXEOLF�DERXW�FKLOG�VXSSRUW�SD\PHQWV�DQG�FROOHFWLRQV��$�UHFHQW�DUWLFOH SXEOLVKHG�E\�:5$/�FRP LQ�1RUWK�&DUROLQD�SURYLGHV�D�W\SLFDO�ORRN�DW�WKH�SURSDJDQGD�HIIRUW�7KH�ORQJ�WLWOH�H[SODLQV�WKH�LPSUHVVLRQ�WKDW�WKH�DUWLFOH�LV�LQWHQGHG�WR�JLYH���:DNH�&RXQW\�&KLOG�6XSSRUW�:RUNHUV�:HOO�,QWHQWLRQHG�%XW�2YHUEXUGHQHG��&KLOG�6XSSRUW�(QIRUFHPHQW�1HHGV�6KRUW�&KDQJHG�%\�&RXQW\�%XGJHW���%HIRUH�JRLQJ�LQWR�GHWDLO��OHW�PH�SDUDSKUDVH�WKH�PHVVDJH��RXU�DFFRPSOLVKPHQWV�DUHQ
W�LPSUHVVLYH�EXW�ZH�ZDQW�PRUH�PRQH\�DQ\ZD\�7KH�EDFNJURXQG�RQH�QHHGV�WR�MXGJH�WKH�PHVVDJH�KDV�QHYHU�EHHQ�SUHVHQWHG�WR�WKH�SXEOLF�E\�WKH�SUHVV��WKDW�,�NQRZ�RI��RXWVLGH�RI�0HQV1HZV'DLO\�FRP�DQG�)DWKHU0DJ�FRP��%HIRUH�WKH�IHGHUDO�SURJUDP�ZDV�RSHUDWLRQDO��DERXW����SHUFHQW�RI�WKH�DPRXQW�RI�FKLOG�VXSSRUW�WKDW�ZDV�RUGHUHG�ZDV�SDLG�GLUHFWO\�E\�QRQFXVWRGLDO�SDUHQWV�WR�FXVWRGLDO�SDUHQWV��$Q�DGGLWLRQDO�DPRXQW�ZDV�SDLG�WR�WKH�JRYHUQPHQW�DV�UHLPEXUVHPHQW�IRU�ZHOIDUH�HQWLWOHPHQWV��$FFRUGLQJ�WR�UHVHDUFK��GLYRUFHG�IDWKHUV��VRPHZKDW�GLIIHUHQW�IRU�QHYHU�PDUULHG�IDWKHUV�ZKR�DUH�PRUH�RIWHQ�LQYROYHG�LQ�ZHOIDUH�UHLPEXUVHPHQW�DQG�NQRZQ�WR�EH�GLIIHUHQW�IURP�QRQFXVWRGLDO�PRWKHUV��SDLG ���SHUFHQW�RI�ZKDW�ZDV�GXH��DQG�IXOO\�HPSOR\HG�QRQFXVWRGLDO�IDWKHUV�SDLG�FORVHU�WR�����SHUFHQW�RI�ZKDW�ZDV�GXH��6LQFH�WKH�FUHDWLRQ�RI�WKH�IHGHUDO�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�ZKLFK�IRUFHV�KLJKHU�SD\PHQWV�WKURXJK�H[SHQVLYH�JRYHUQPHQW�SD\PHQW�V\VWHPV��WKH�ILJXUH�SUHYLRXVO\�DW����SHUFHQW�KDV�GURSSHG�WR����SHUFHQW��7KH�SULPDU\�UHDVRQ�IRU�QRQ�SD\PHQW�LV�WKDW�QRQFXVWRGLDO�SDUHQWV�DUH�QRW�DEOH�WR�SD\�DV�PXFK�DV�WKH\�KDYH�EHHQ�RUGHUHG�WR�SD\��$QG�VRPH�RI�WKH�PRQH\�WKDW�LV�FXUUHQWO\�SDLG�JHWV�ORVW�LQ�WKH�QHZ�V\VWHP�7KH�:5$/�UHSRUW�EHJLQV�ZLWK�DQ�RYHUZKHOPLQJ�VWDWHPHQW�RQ�WKH�ZRUN�ORDG�RI�FDVH�ZRUNHU�/HZLV�-DFNVRQ���7KH�:DNH�&RXQW\�&KLOG�6XSSRUW�HPSOR\HH�LV�UHVSRQVLEOH�IRU�QHDUO\�����FDVHV���:KDW�WKH\�GRQ
W�VD\�LV�WKDW�PRVW�SD\PHQWV�DUH�PDGH�YROXQWDULO\��1R�HIIRUW�LV�UHTXLUHG��:KHQ�UHPLQGHUV�DQG�ODWH�QRWLFHV�DUH�QHHGHG��WKH\�DUH�DXWRPDWLFDOO\�JHQHUDWHG�E\�FRPSXWHU�DQG�PDLOHG�ZLWKRXW�DQ\�HIIRUW�EHLQJ�PDGH�E\�D�FDVH�ZRUNHU���/DVW�\HDU��:DNH�&RXQW\�FROOHFWHG�PRUH�WKDQ�����PLOOLRQ�LQ�FKLOG�VXSSRUW��7KRXJK�WKDW�LV D�ORW�RI�FDVK��FRQVLGHU�WKDW�PRUH�WKDQ���������SDUHQWV�LQ�WKH�VWDWH�RZH�PRUH�WKDQ����ELOOLRQ�LQ�SD\PHQWV���:KDW�WKH\�GRQ
W�VD\�LV�WKDW�WKH�DOO�SD\PHQWV�PDGH�WKURXJK�WKH�V\VWHP��UHJDUGOHVV�RI�ZKHWKHU�RU�QRW�D�SDUHQW�KDV�HYHU�EHHQ�ODWH��DUH�ODEHOHG��FROOHFWLRQV�������PLOOLRQ�LQ�FKLOG�VXSSRUW�ZDV�SDLG�LQ�:DNH�&RXQW\�ODVW�\HDU��:KDW�WKH\�DOVR�GRQ
W�VD\�LV�WKDW�LW�WRRN�PRUH�WKDQ�D�TXDUWHU�FHQWXU\�WR�DFFXPXODWH�WKH����ELOOLRQ�DUUHDUDJH�ILJXUH��7KLV�LV�QRW��ZKDW�PLJKW�VHHP�WR�EH�LPSOLHG��WKH�DPRXQW�RZHG�EXW�QRW�SDLG�ODVW�\HDU��1RW�VXEWUDFWHG�IURP�WKH�ILJXUH�DUH�DPRXQWV�SDLG�RII�LQ�VXEVHTXHQW�\HDUV��LQ�RWKHU�VWDWHV�DIWHU�SDUHQWV�KDYH�PRYHG��VHWWOHG�WKURXJK�OHJDO�SURFHVV��RU�WKDW�VKRXOG�EH�ZULWWHQ�RII�EHFDXVH�QRQFXVWRGLDO�SDUHQWV�KDYH�ORQJ�VLQFH�GLHG��EHFRPH�GLVDEOHG��RU�DUH�RWKHUZLVH�XQDEOH�WR�SURYLGH��$FFRUGLQJ�WR�&KLOG�6XSSRUW�PDQDJHUV��PRUH�VWDII�LV�QHHGHG�WR�GHDO�ZLWK�WKH�SUREOHP��%XW�WKDW�LV�QRW�SDUW�RI�:DNH�&RXQW\
V�EXGJHW�SURSRVDO�IRU�WKH�FRPLQJ�\HDU���*LYHQ�WKDW�WKHUH�LV�QR�MXVWLILFDWLRQ�IRU�WKH�VWDII�DOUHDG\�RQ�KDQG��DQG�FHUWDLQO\�QRQH�LQ�DQ�KRQHVW�YLHZ�RI�FKLOG�VXSSRUW�VWDWLVWLFV��OHW
V�VHH�KRZ�PRYHG�\RX�DUH�E\�WKH�H[DPSOH��%HWK�&KULVWR��ZKRVH�H[�KXVEDQG�RZHV�KHU�QHDUO\���������IRU�WKH�VXSSRUW�RI�WKHLU�WZR�FKLOGUHQ��VDLG�ZHOO�LQWHQWLRQHG�EXW�RYHUEXUGHQHG�FDVH�PDQDJHUV�KDYH�JLYHQ�KHU�WKH�UXQDURXQG�IRU�WKUHH�\HDUV����<RX�JR�WR�:DNH�&RXQW\��DQG�WKH\�ZDQW�WR�KHOS�\RX��EXW�WKH\�MXVW�GRQ
W�KDYH�WKH�UHVRXUFHV�WR�GR�LW���&KULVWR�VDLG���,�KDYH�ORVW�P\�FDU��,�KDYH�PRYHG�P\�FKLOGUHQ�WZLFH��7KHUH�DUH�WLPHV�ZKHQ�,�GRQ
W�NQRZ�LI�,
P�JRLQJ�WR�PDNH�LW�WR�SD\�GD\��,�GRQ
W�NQRZ�DERXW�\RX��EXW�WKDW�PDNHV�PH�IHHO�VDG��:KDW�%HWK�DSSDUHQWO\�GRHVQ
W�NQRZ�LV�WKDW�PRVW�RI�WKH��FROOHFWLRQV��SURFHVV�VLPSO\�LQYROYHV�ZDLWLQJ�XQWLO�D�EORNH�FDQ�SD\�VRPHWKLQJ��6RPHWLPHV�SD\PHQWV�DUH�PXFK�PRUH�JUHDWO\�GHOD\HG�EHFDXVH�WKUHDWV�FRQQHFWHG�WR�XQUHDVRQDEO\�KLJK�RUGHUV�FUHDWH�SV\FKRORJLFDO�DYHUVLRQ�WR�VWD\LQJ�LQ�FRQWDFW�ZLWK�WKH�V\VWHP�ZKLFK�LQ�PRVW�FDVHV�LV�QRZ�WKH�RQO\�OHJLWLPDWH�SRLQW�RI�SD\PHQW��:KDW�WR�GR"�/HW
V�ORRN�DW�WKH�VXJJHVWLRQ��:DNH�&RXQW\�&KLOG�6XSSRUW�'LUHFWRU�/LOOLDQ�2YHUWRQ�DVNHG�IRU����SHUPDQHQW�SRVLWLRQV�LQ�WKH�QH[W�FRXQW\�EXGJHW��7KH�UHTXHVW�ZDV�GHQLHG�E\�:DNH�&RXQW\�+XPDQ�6HUYLFHV��7KHUH�LV�QR�ZRUG�RQ�ZK\�%HWK
V�H[�KXVEDQG�LV�EHKLQG��EXW�LI�KH
V�W\SLFDO��LW
V�EHFDXVH�KH FDQ
W�SD\�ZKDW�KDV�EHHQ�RUGHUHG��3XWWLQJ�PRUH�ZRUNHUV�RQ�WKH�JRYHUQPHQW�SD\UROO�ZRQ
W�KHOS�XQOHVV�KH
V�RQH�RI�WKH�SHRSOH�KLUHG��SHUKDSV�SURYLGLQJ�WKH�LQFRPH�KH�QHHGV�WR�PDNH�SD\PHQWV��,�UHDOO\�KDYH�QR�SHUVRQDO�NQRZOHGJH�UHJDUGLQJ�%HWK
V�VLWXDWLRQ��EXW�WKHUH�DUH�PDQ\�QRQFXVWRGLDO�SDUHQWV�ZKR�FDQ
W�PDNH�WKH�SD\PHQWV�WKH\
YH�EHHQ�RUGHUHG�WR�PDNH��,W�LV�D�IXQGDPHQWDO�FRQVLGHUDWLRQ�LQ�VHWWLQJ�FKLOG�VXSSRUW�DPRXQWV�SURSHUO\��WKDW�WKH�DPRXQWV�DUH�EDVHG�RQ�ZKDW�SDUHQWV�DUH�DEOH�WR�SURYLGH��:KHQ�FLUFXPVWDQFHV�FKDQJH��VXFK�DV�ORVV�RI�HPSOR\PHQW��WLPHO\�DGMXVWPHQWV�QHHG�WR�EH�PDGH�WR�WKH�DPRXQWV�WKH\�DUH�RUGHUHG�WR�SD\��VR�WKDW�XQFROOHFWDEOH�GHEWV�GRQ
W�SLOH�XS�± DV�WKH\�GR�QRZ�± JLYLQJ�WKH�LPSUHVVLRQ�WKDW�PRUH�FROOHFWLRQ�DJHQWV�DUH�QHHGHG��&XVWRGLDO�SDUHQWV�QHHG�WR�DGMXVW�WKHLU�EXGJHWV�DQG�VSHQGLQJ�KDELWV�MXVW�OLNH�PDUULHG�FRXSOHV�DQG�VLQJOH�DGXOWV�ZRXOG�XQGHU�VLPLODU�FLUFXPVWDQFHV��-XVW�EHFDXVH�D�PRWKHU�LV�GLYRUFHG��GRHVQ
W�JXDUDQWHH�D�SDUWLFXODU�VWDQGDUG�RI�OLYLQJ�7KH�OREE\LQJ�HIIRUW�LV�DLPHG�DW�:DNH�&RXQW\�0DQDJHU�'DYLG�&RRNH�ZKR�SUHVHQWV�EXGJHW�UHTXHVWV�WR�WKH�FRXQW\�FRPPLVVLRQ�RQ�0D\����VXEMHFW�WR�D�ILQDO�YRWH�LQ�PLG�-XQH��:KDW�VKRXOG�FRQFHUQ�:DNH�&RXQW\�UHVLGHQWV�DV�ZHOO�DV�SHRSOH�WKURXJKRXW�WKH�FRXQWU\��LV�WKH�H[WHQW�WR�ZKLFK�FKLOG�VXSSRUW�SURJUDP�HPSOR\HHV�PLVUHSUHVHQW�WKH�VWDWXV��EHQHILW��DQG�QHHGV�RI�WKHLU�SURJUDP��,W�LV�H[WUHPHO\�XQHWKLFDO�IRU�JRYHUQPHQW�ZRUNHUV�WR�PLVOHDG�WKH�SXEOLF��DQG�TXLWH�VWUDQJH�MXVW�WKDW�FKLOG�VXSSRUW�SURJUDP�HPSOR\HHV�DUH�DOORZHG�WR�SDUWLFLSDWH�LQ�OREE\LQJ�DFWLYLWLHV�DV�SDUW�RI�WKHLU�RIILFLDO�GXWLHV��1RWKLQJ�OLHV�ZLWKLQ�WKH�HWKLFDO�ER[�H[FHSW�WR�DFFXUDWHO\�UHSRUW�DV�UHTXLUHG��:KDW�UHDOO\�QHHGV�WR�EH�H[DPLQHG�LV�ZKHWKHU�SURJUDP�PDQDJHUV�DUH�YLRODWLQJ�HWKLFDO�SUDFWLFH�VWDQGDUGV�WR�VXFK�D�GHJUHH�WKDW�LW�LV�LQDSSURSULDWH�WR�DOORZ�WKHP�WR�FRQWLQXH�WR�KROG�SRVLWLRQV�RI�UHVSRQVLELOLW\�
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&KLOG�6XSSRUW�3URSDJDQGD�LQ�DQ�(OHFWLRQ�<HDUKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������,W
V WKDW�VHDVRQ�DJDLQ��7KLV�LV�DQ�HOHFWLRQ�\HDU��VR�HYHU\�KDOI�ZLWWHG�SROLWLFLDQ�DQG�EXUHDXFUDW�LV�RXW�WR�PDLQWDLQ�RU�VZHHWHQ�LI�SRVVLEOH�WKHLU�VKDUH�RI�SRUN�IURP�WKH�WD[SD\HUV
�SRFNHW��1RZKHUH�LV�WKH�VSHFLDO�LQWHUHVW�PDFKLQHU\�PRUH�ZRUQ�WKDQ�LQ�GHOLYHU\�RI�FKLOG�VXSSRUW�SURSDJDQGD��,�GRQ
W�VXSSRVH�FKLOG�VXSSRUW�V\VWHP�SURPRWHUV�ZLOO�WLUH�RI�WHOOLQJ�WKH�VDPH�ROG�OLHV�XQWLO�HGLWRUV�WLUH�RI�SXEOLVKLQJ�WKHP��,Q�,RZD��WKH�'HSDUWPHQW�RI�+XPDQ�6HUYLFHV�VD\V LW
V��WXUQLQJ�XS�WKH�KHDW�RQ�SDUHQWV�GHOLQTXHQW�LQ�FKLOG�VXSSRUW�SD\PHQWV��DQG�WKH�HIIRUWV�DUH�ZRUNLQJ���1RWKLQJ�QHZ��9HKLFOH�UHJLVWUDWLRQV�DUH�EHLQJ�VDQFWLRQHG�DQG�FRQWHPSW�RI�FRXUW�FKDUJHV�DUH�EURXJKW�DJDLQVW�SDUHQWV�ZKR�JHW�EHKLQG�$FFRUGLQJ�WR�WKH�DJHQF\���,Q�ILVFDO�������WKH�UHFRYHU\�XQLW�FROOHFWHG������PLOOLRQ�LQ�FKLOG�VXSSRUW�SD\PHQWV�LQ�:DVKLQJWRQ�&RXQW\���%XW�ZKDW�WKH�UHFRUG�DFWXDOO\�VKRZV�LV�WKDW�SDUHQWV�SDLG������PLOOLRQ�LQ�FKLOG�VXSSRUW�SD\PHQWV�LQ :DVKLQJWRQ�&RXQW\�LQ�������7KH�ZRUG��FROOHFWHG���ZKLFK�VHHPV�WR�MXVWLI\�WKH�H[SHQVLYH��KDUG�OLQH�HQIRUFHPHQW�UHJLPH��LV�QRWKLQJ�PRUH�WKDQ�DQ�LQDFFXUDWH�ZRUG�FKRLFH��1DWLRQZLGH��WKH�SHUFHQW�RI�ZKDW�KDV�EHHQ�RUGHUHG�WKDW�LV�DFWXDOO\�SDLG�KDV�GHFUHDVHG�LQ�UHFHQW�\HDUV��,PSRXQGLQJ�YHKLFOHV�DQG�WKURZLQJ�SDUHQWV�LQ�MDLO�GRHVQ
W�FXUH�XQHPSOR\PHQW�RU�FKLOG�VXSSRUW�RUGHUV�WKDW�DUH�WRR�KLJK�WR�SD\��,W�RQO\�H[DFHUEDWHV�WKH�SUREOHPV�UHDO�SHRSOH�IDFH�LQ�UHDO�OLIH�7KH�0LOZDXNHH��:LVFRQVLQ��-RXUQDO�6HQWLQHO�UHSRUWV RQ�WKH�'HSDUWPHQW�RI�&KLOG�6XSSRUW�(QIRUFHPHQW
V�HIIRUWV�WR�FROOHFW�E\�GHQ\LQJ�KXQWLQJ�DQG�ILVKLQJ�OLFHQVHV�WR�SDUHQWV�EHKLQG�LQ�VXSSRUW�SD\PHQWV��$JDLQ��QRW�D�QHZ�SOR\��EXW�ZKR
V�SD\LQJ�DWWHQWLRQ"�7KH�UHVSRQVH"��2XU�ZDLWLQJ�URRP�LV�MDPSDFNHG�HYHU\�GD\�ZLWK�SHRSOH�FRPLQJ�LQ�WR�VHW�XS�SD\PHQW�SODQV���DFFRUGLQJ�WR�WKH�GHSDUWPHQW
V�GLUHFWRU��-RKQ�+D\HV���,W
V�LQFUHGLEOH���<HV��,�ZRXOG�WKLQN�VR���,QFUHGLEOH���DV�LQ�LPSODXVLEOH��VKDN\��XQFRQYLQFLQJ��SUHSRVWHURXV��XQEHOLHYDEOH��LV�H[DFWO\�WKH�ULJKW�ZRUG��:DNH�PH�IRU�WKH�QH[W�(OYLV�VLJKWLQJ�7KH,QG\&KDQQHO�FRP��,QGLDQDSROLV��,QGLDQD��UHSRUWHG�D�ELW�RI�RYHU]HDORXV�EHKDYLRU�E\�FKLOG�VXSSRUW�HQIRUFHPHQW�RIILFLDOV��EXW�\RX�ZRXOGQ
W�NQRZ�LW�ZDV�RYHU]HDORXV�E\�UHDGLQJ�WKH�DFFRXQW��$�%RRQH�&RXQW\�PDQ�ZKR�ZDV�EHKLQG�LQ�PDNLQJ�VXSSRUW�SD\PHQWV�WRRN�RXW�D���������ORDQ�WR�EX\�D�FDU�DQG�PDGH�WKH�PLVWDNH�RI�GHSRVLWLQJ�WKH�PRQH\�LQ�KLV�EDQN�DFFRXQW��%HIRUH�KH�FRXOG�WXUQ�WKH�PRQH\�RYHU�WR�WKH�FDU�GHDOHUVKLS��LW�ZDV�FRQILVFDWHG�E\�VXSSRUW�HQIRUFHPHQW��,W�LV�LQ�IDFW��QRW�OHJDO�WR�IRUFH�D�SDUHQW�WR�ERUURZ�PRQH\�IRU�FKLOG�VXSSRUW�5DWLRQDOL]LQJ�WKH�WKHIW��%RRQH�&RXQW\�3URVHFXWRU�7RGG�-��0H\HU�DUJXHG���7KLV�FDVH�LV�D�JRRG�H[DPSOH�RI�WKH�KXQGUHGV�RI�FDVHV�ZH�VHH�HDFK�\HDU ZKHUH�QRQFXVWRGLDO�SDUHQWV�DUH�PDNLQJ�WKH�ZURQJ�GHFLVLRQV�DQG�KDYH�WKHLU�SULRULWLHV�ZD\�RXW�RI�ZKDFN���7KH�IDFW�WKDW�WKH�PDQ�KDV�D���������GHEW�DQG�QR�FDU�WR�GULYH�WR�ZRUN�WR�PDNH�WKH�PRQH\�LW�WDNHV�WR�SD\�VXSSRUW�DSSDUHQWO\�GLGQ
W�FURVV�WKH�DSSDUHQWO\�IRJJ\�PLQG�WKDW�UHVLGHV�LQ�WKDW�OLWWOH�SLQ�KHDG��,Q�KLV�ZDFN\�ZRUOG��HYHU\RQH�VKRXOG�EOLQGO\�VXSSRUW�EXUHDXFUDWV�ZKR�IHHO�FRPSHOOHG�WR�PDNH�SHUVRQDO�GHFLVLRQV�IRU�RWKHUV�%DFN�LQ�0LOZDXNHH��D�PDQ�ZKR�ZDV�RUGHUHG�WR�SD\�����������D�PRQWK�LV�IDFLQJ�D�OLIH�VHQWHQFH IRU�QRW�PDNLQJ�WKH�SD\PHQWV��1R�ZRUG�\HW�RQ�ZKHWKHU�D�FRXUW�PLJKW�FRQVLGHU�UHGXFLQJ�WKH�VHQWHQFH�EHFDXVH�WKHUH�LV�QR�UDWLRQDO�FRQQHFWLRQ�EHWZHHQ�WKH�QHHGV�RI�KLV�FKLOGUHQ�DQG�WKH�PRQWKO\�DPRXQW�KH�ZDV�RUGHUHG�WR�SD\��([SHULHQFH�VD\V�� QR�� WKH\�SUREDEO\�ZRQ
W�WDNH�WKDW�LQWR�DFFRXQW��,I�DZDUGV�ZHUH�VHW�DW�UHDVRQDEOH�OHYHOV��WKH�VWDWH�ZRXOG�UHFHLYH�OHVV�IHGHUDO�IXQGLQJ�
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'HDWK�RI�WKH�(8�'HOD\HGKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������%ULWLVK�3ULPH�0LQLVWHU�7RQ\�%ODLU�DQQRXQFHG�WKLV�ZHHN�WKDW�(QJODQG
V�DFFHSWDQFH�RU�UHMHFWLRQ�RI�WKH�SURSRVHG�(XURSHDQ�8QLRQ�FRQVWLWXWLRQ�ZLOO�EH�SXW�WR�D SXEOLF�UHIHUHQGXP��UHYHUVLQJ�KLV�HDUOLHU�FRPPLWPHQW�WR�VKDSH�DJUHHPHQW�WKURXJK�LQWHU�JRYHUQPHQWDO�QHJRWLDWLRQV��(QJODQG�LV�WKH�IRXUWK�(8�VWDWH��IROORZLQJ�'HQPDUN��,UHODQG��DQG�/X[HPERXUJ��WR�GHFODUH�LWV�LQWHQW�WR�VXEMHFW�WKLV�H[WUHPHO\�LPSRUWDQW�SROLWLFDO�TXHVWLRQ�WR�GHPRFUDWLF�SURFHVV�$Q�HDUOLHU�DWWHPSW�WR�DGRSW�WKH�SURSRVHG�FRQVWLWXWLRQ�WKURXJK�LQWHU�JRYHUQPHQWDO�QHJRWLDWLRQV�IDLOHG��DQG�VHYHUDO�RWKHU�VWDWHV�DUH�VKRZLQJ�VLJQV�WKDW�LWV�SURYLVLRQV�DUH�XQDFFHSWDEOH��7KH�SXEOLF�FRQFHUQ�KDV�EHHQ�DLPHG�SULPDULO\�DW�WKH�ORVV�RI�VWDWHV
�ULJKWV�DQG�WKH�ODFN�RI�VHULRXV�FKHFNV�DQG�EDODQFHV�LQ�WKH�(XURSHDQ�V\VWHP��7KH�SURSRVHG�FRQVWLWXWLRQ�KDQGV�FRQWURO�RI�WKH�H[WHQVLYH�VHW�RI�ODZV�WKDW�QRZ�H[LVW�ZLWKLQ�WKH�WUHDWLHV�WKDW�IRUP�WKH�(XURSHDQ�8QLRQ�WR�D�VWUDQJHO\�FRQVWUXFWHG�VHW�RI�FHQWUDO�LQVWLWXWLRQV��7KH�(XURSHDQ�&RXQFLO�ZRXOG�VHW�WKH�SROLWLFDO�DJHQGD�IRU�(XURSH��7KH�(XURSHDQ�&RPPLVVLRQ�ZRXOG�EH�WDVNHG�ZLWK�PDQDJLQJ�(XURSH��$�&RXQFLO�RI�0LQLVWHUV�DQG�WKH�(XURSHDQ�3DUOLDPHQW�ZRXOG�SOD\�D�UROH�LQ�LQIOXHQFLQJ�WKH�LPSOHPHQWDWLRQ�RI�WKH�SROLWLFDO�DJHQGD�HVWDEOLVKHG�E\�WKH�&RXQFLO��$�&RXUW�RI�-XVWLFH��&HQWUDO�%DQN��DQG�$XGLWRUV��LQVWLWXWLRQV�WKDW�DOVR�DOUHDG\�H[LVW�LQ�WKH�8QLRQ��ZRXOG�FRQWLQXH�WR�IXQFWLRQ��3URPRWLRQ�RI�WKH�SURSRVHG�FRQVWLWXWLRQ�KLQJHV�RQ�WKH�LGHD�WKDW�LW�LV�EDVHG�RQ�(XURSH�DV�LW�LV�UDWKHU�WKDQ�UDGLFDO�FKDQJH��%XW�WKH�SRZHU�VKLIW�DQG�DXWKRULW\�RI�FHQWUDO�LQVWLWXWLRQV�WR�UHIRUP�HYHU\�DVSHFW�RI�(XURSH
V�JHQHUDOO\�RYHUO\�SROLWLFL]HG�OLIHVW\OH�LV�HQRXJK�WR�SXW�QHUYHV�RQ�HGJH��$�UHFHQW�SROO�IRXQG ���SHUFHQW�RI�UHVSRQGHQWV�LQ�(QJODQG�DJDLQVW�WKH�SURSRVHG�FRQVWLWXWLRQ��DQG�RQO\����SHUFHQW�LQ�IDYRU��,Q�-DQXDU\��D�6ZHGLVK�SROO�VKRZHG����SHUFHQW�RI�WKH�YRWLQJ�SRSXODWLRQ�IDYRUHG�WKH�IRUPDWLRQ�RI�D�QHZ�SROLWLFDO�SDUW\�RI�(XURSHDQ�VNHSWLFV��ZLWK����SHUFHQW�XQGHFLGHG�7KH�SDUWLFXODU�FKDUDFWHU�RI�(XURSH�WKDW�WKH�SURSRVHG�FRQVWLWXWLRQ�VHHPV�PRVW�WR�SUHVHUYH�LV�WKH�EXUHDXFUDWLF�VKHOO�JDPH��7KH�(XURSHDQ�&RXQFLO�ZRXOG�EH�FRPSRVHG�RI�KHDGV�RI�JRYHUQPHQW�RI�HDFK�PHPEHU�VWDWH�DQG�WKH�&RXQFLO�RI�0LQLVWHUV�ZRXOG�EH�FRPSRVHG�RI�UHSUHVHQWDWLYHV�IURP�HDFK�PHPEHU�VWDWH��7KLV�VHWV�XS�D�V\VWHP�RI�SROLF\�E\�FRQVHQVXV�RI�JRYHUQRUV�ZLWK�QR�FOHDU�OLQHV�RI�UHVSRQVLELOLW\��)XQGDPHQWDO�ULJKWV�LQFRUSRUDWHG�LQ�D�(XURSHDQ�FRQVWLWXWLRQ�DUH�QRW�ELQGLQJ�IRU�WKH�PHPEHU�VWDWHV��VR�WKHUH�LV�QR��ODVW�UHVRUW��SURWHFWLRQ�RI�LQGLYLGXDO�ULJKWV�([SHULHQFHV�LQ�WKH�(XURSHDQ�&RXUW�RI�-XVWLFH�KDYH�DOUHDG\�H[SRVHG�WKH�SUREOHP�IRU�VHYHUDO�GLYRUFHG�IDWKHUV�WKDW�KDYH�FRQWDFWHG�PH��,Q�WKH�SRVW�IDPLO\�UHIRUP�HUD�LQ�WKH�ZHVW��WKH�SUREOHP�LV�IDPLOLDU�WR�IDWKHUV�LQ�PDQ\�FRXQWULHV�RXWVLGH�RI�(XURSH�DV�ZHOO��3ROLF\��LV�JHQHUDOO\�GHFLGHG�E\�WKH��L!VXSHU�VWDWH��L!��VDPH�DV�WKH�8�6��IHGHUDO�JRYHUQPHQW�UHJDUGLQJ�FXUUHQW�IDPLO\�SROLF\���%XW�LWV�ODZV�DUH�LQVWUXFWLRQV�WR�PHPEHU�VWDWHV��QRW�GLUHFWO\�HIIHFWLQJ�LQGLYLGXDOV��(DFK�PHPEHU�VWDWH�FDUULHV�RXW�WKH�SROLF\�GLFWDWHG�E\�WKH�VXSHU�VWDWH��RSWLPL]LQJ�WKH�EHQHILWV�WR�JRYHUQPHQW��PRVWO\�LQ�WKH�IRUP�RI�IXQGLQJ��ZLWKRXW�UHJDUG�WR�LQGLYLGXDO�ULJKWV�DQG�LQWHUHVWV��$Q�LQGLYLGXDO�DWWHPSWLQJ�WR�GHPDQG�ULJKWV�XQGHU�WKH�FRQVWLWXWLRQ�LQ�WKH�(XURSHDQ�FRXUWV�ILQGV�LW�LPSRVVLEOH��7KH�(XURSHDQ�&RXUW�LQVLVWV�WKDW�WKH�LPSOHPHQWDWLRQ�RI�SROLF\�LV�D�ORFDO�PDWWHU�HYHQ�ZKHQ�WKH�FDXVH�RI�WKH�SUREOHP�LV�LQ�WKH�ODZV�DQG�DQG�IXQGLQJ�LQFHQWLYHV�SURYLGHG�E\�WKH�(XURSHDQ�8QLRQ��6WDWH�SROLWLFLDQV�LQVLVW�WKDW�WKH\�KDYH�WDNHQ�QHFHVVDU\�VWHSV�WR�LPSOHPHQW�SROLF\�WKDW�LV�UHJXODWHG�E\�WKH�(XURSHDQ�8QLRQ��DQG�FDOO�LW�LUUHVSRQVLEOH�WR�FRQVLGHU�UHGXFLQJ�WKH�IXQGLQJ�WKH\�UHFHLYH�E\�JLYLQJ�ZD\�WR�LQGLYLGXDO�ULJKWV�DQG�FRQFHUQV�7KH�PHFKDQLVP�RI�FRQWURO�E\ IXQGLQJ�KDV�EHHQ�PDGH�SDUWLFXODUO\�VWURQJ�LQ�WKH�(XURSHDQ�8QLRQ��,Q�WKH�8QLWHG�6WDWHV��WKH�PHWKRG�LV�HIIHFWLYH�EHFDXVH�HYHU\�FLWL]HQ�LV�UHTXLUHG�WR�SD\�IHGHUDO�WD[HV�GLUHFWO\�WR�WKH�IHGHUDO�JRYHUQPHQW��6WDWHV�ZLVKLQJ�WR�IUHH�WKHPVHOYHV�IURP�VRPH�OHYHO�RI�IHGHUDO�SROLWLFDO�FRQWURO��DV�JUHDWO\�DOORZHG�XQGHU�WKH�8�6��&RQVWLWXWLRQ��E\�UDLVLQJ�VWDWH�WD[HV�ZRXOG�VXEMHFW�WKHLU�UHVLGHQWV�WR�D�IRUP�RI�GRXEOH�WD[DWLRQ��+LJK�WD[HV�DUH�QRW�SROLWLFDOO\�SRSXODU��DQG�DQ\RQH�DWWHPSWLQJ�WR�GR�WKH�ULJKW�WKLQJ�E\�WKDW�PHWKRGZRXOG�VWLOO�KDYH�D�GLIILFXOW�WLPH�UHPDLQLQJ�LQ�RIILFH��,Q�WKH�(XURSHDQ�8QLRQ��VWDWHV�DUH�UHTXLUHG�WR�NHHS�WKHLU�EXGJHWV�XQGHU�FRQWURO�ZLWKLQ�VWULFW�OLPLWV��LQFOXGLQJ�D�OLPLW�RQ�GHEW��RU�IDFH�SHQDOWLHV��6R��LW�LVQ
W�PHUHO\�WKDW�D�VWDWH�ZRXOG�ORVH�IXQGLQJ��EXW�WKDW�WKH\�ULVN�KHDY\�ILQHV�LI�WKH\�DWWHPSW�WR�RSHUDWH�LQGHSHQGHQWO\�7KLV�VWUXFWXUH�RI�GHILQLQJ�SROLF\�RQ�RQH OHYHO�DQG�SROLF\�LPSOHPHQWDWLRQ�RQ�DQRWKHU�LV�QRW�WKH�VWUXFWXUH�RI�D�GHPRFUDWLF�V\VWHP�RI�JRYHUQPHQW��,W�LV�WKH�VWUXFWXUH�RI�EXUHDXFUDWLF�DGPLQLVWUDWLRQ�IRXQG�ZLWKLQ�ODUJH�JRYHUQPHQW�DJHQFLHV��1R�RQH�ZLWKLQ�DQ�DJHQF\�WDNHV�UHVSRQVLELOLW\�IRU�SROLF\��ZKLFK�PXVW�EH�GHFLGHG�E\�ODZ��7KH�UXOHV�RI�SROLF\�LPSOHPHQWDWLRQ�DUH�DLPHG�DW�LPSOHPHQWLQJ�SROLF\��QRW�E\�WKH�EURDGHU�SRZHU�WR�SURYLGH�FKHFNV�DQG�EDODQFHV�DQG�WR�DVVXUH�KXPDQ�ULJKWV��,QGLYLGXDOV�VHHNLQJ�MXVWLFH�ILQG�WKDW�QR�SDUW�RI�WKH�V\VWHP�LV�GHVLJQHG�WR�DFFRPPRGDWH�WKHP�7KH�8QLWHG�6WDWHV�LV�IRUFLQJ�LWV�FLWL]HQV�LQWR�WKLV�EXUHDXFUDWLF�ZD\�RI�OLIH�RQH�VWHS�DW�D�WLPH��7KHUH�DUH�VWLOO�PDQ\�$PHULFDQV�ZKR�GR�QRW�\HW�UHDOL]H�WKH�PDVVLYH�ORVV�RI�LQGLYLGXDO�ULJKWV�LQ�IDPLO\�SROLF\�WKDW�KDV�RFFXUUHG�GXULQJ�WKH�SDVW�TXDUWHU�FHQWXU\�EHFDXVH�WKH\�KDYH�QRW�\HW�EHHQ�SHUVRQDOO\�HIIHFWHG��7KH�SURSRVHG�FRQVWLWXWLRQ�RI�WKH�(XURSHDQ�8QLRQ�RQ�WKH�RWKHU�KDQG��VHHNV�WR�HQFRPSDVV�YLUWXDOO\�HYHU\�DVSHFW�RI�OLIH�LQ�VXFK�D�V\VWHP�LQ�RQH�IHOO�VZRRS��7KH�SURPRWLRQDO�LGHD�LV�WKDW�WKH�SURSRVHG�FRQVWLWXWLRQ�LV�EDVHG�RQ�(XURSH�DV�LW�LV�UDWKHU�WKDQ�UDGLFDO�FKDQJH��%XW�DVLGH�IURP�D�EL]DUUH�LJQRUDQFH�WR�WKH�IDFW�WKDW�LW�ZRXOG�QRW��SURSRQHQWV�DUH�DSSDUHQWO\�QRW�IDPLOLDU�ZLWK�(XURSHDQ�KLVWRU\��:HVWHUQ�(XURSH�RZHV�LWV�VXFFHVV�HQWLUHO\�WR�WKH�FRPSURPLVH�WKH�VRFLDOLVW�PRYHPHQW�ZDV�IRUFHG�WR�PDNH�ZLWK�FODVVLF�OLEHUDO�LGHRORJ\��7KH�SURSRVHG�DSSURDFK�ZRXOG�HOLPLQDWH�WKH�FRPSURPLVH��FUHDWLQJ�D�SXUH�VRFLDOLVW�IRUP�RI�JRYHUQDQFH�ZLWKLQ�WKH�FRQWH[W�RI�VRFLDO�GHPRFUDF\��WKH�VHFRQG�IRUP�RI�VRFLDOLVP���:LWKRXW�WKH�OHJLWLPL]LQJ�HOHPHQWV�RI�FODVVLF�OLEHUDOLVP��WKH�(XURSHDQ�8QLRQ�ZLOO��VRRQHU�RU�ODWHU��EH�IDFHG�ZLWK�LWV�RZQ�YHUVLRQV�RI�WKH�SURWHVWV�LQ�7LHQHPHQ�6TXDUH�DQG�WKH�PDVVHV�GUDJJLQJ�GRZQ�VWDWXHV�RI�IRUPHU�OHDGHUV�LQ�0RVFRZ�
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7KH�SROLWLFDO�G\QDPLFV�RI�WKH�ROG�6RYLHW�8QLRQ�DUH�DOUHDG\�DSSDUHQW��&RQWLQXRXVO\�SOD\LQJ�RQH�JURXS�DJDLQVW�DQRWKHU��WKH�PDVVHV�ZHUH�PDQLSXODWHG�LQWR�EHLQJ�VR�FRQFHUQHG�DERXW�SUHVHUYLQJ�DQG�SURPRWLQJ�WKHPVHOYHV�LQ�JURXSV��WKDW�WKH\�KDG�OLWWOH�HQHUJ\�OHIW�WR�FRQVLGHU�KRZ�WKH\�ZHUH�EHLQJ�WUHDWHG�DV�LQGLYLGXDOV��,W�ZDV�VRPHWKLQJ�OLNH�D�FRQWLQXDO�VWDWH�RI�ZDU��7KH�LPPHGLDWH�HPHUJHQF\�RI�EDWWOLQJ�DJDLQVW�WKH�DGYDQWDJHV�RI�QHLJKERUV�WRRN�SUHFHGHQW�RYHU�DGYDQFLQJ�WKH�FDXVH�RI�LQGLYLGXDO�MXVWLFH�)UDQFH�KDV�EHHQ�WKH�QHZ�OHDGHU�LQ�FUHDWLQJ�DQG�PDLQWDLQLQJ�FRQIOLFW�EHWZHHQ�WKH�ROG�:HVWHUQ�(XURSH�DQG�QHZ�PHPEHU�VWDWHV�IURP�WKH�IRUPHU�(DVWHUQ�EORF��7KURXJKRXW�(XURSH�GHEDWH�LV�UDJLQJ�RYHU�WKH�ULJKW�RI�IUHH�PRYHPHQW�ZLWKLQ�WKH�8QLRQ��ZLWK�SURSRVDOV�WR�FUHDWH�GRXEOH�VWDQGDUGV�EDVHG�RQ�FRXQWU\�RI�RULJLQ��)HDU�LV�EHLQJ�JHQHUDWHG�RYHU�WKH�SRWHQWLDO�ORVV�RI�MREV�IRU�HVWDEOLVKHG�UHVLGHQWV�DV�FLWL]HQV�IURP�SRRUHU�FRXQWULHV�DUH�DOORZHG�WR�PLJUDWH�ZHVW��$QJHU�LV�EXLOGLQJ�ZLWKLQ�SRRUHU�PHPEHU�VWDWHV�RYHU�D�FRQWLQXHG�WUDGLWLRQ�RI�XVLQJ�HDVWHUQ�(XURSHDQV�DV�XQGHUSDLG��WHPSRUDU\��PLJUDQW�ODERU�
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9LFWLPV�6RXJKW�IRU�&KLOG�$EGXFWLRQ�'RFXPHQWDU\KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������&KLOG�DEGXFWLRQ�LV�FRPPRQ�HQRXJK�WR�KDYH�SURYRNHG�LQWHUQDWLRQDO�WUHDWLHV�DQG�FDQ�FHUWDLQO\�KDYH�D�SRZHUIXO�LPSDFW�RQ�ERWK�FKLOGUHQ�ZKR�KDYH�EHHQ�DEGXFWHG�DQG SDUHQWV�ZKR�DUH�OHIW�EHKLQG��'HVSLWH�LWV�GHVWUXFWLYH�IRUFH��OLWWOH�PHGLD�DWWHQWLRQ�KDV�IRFXVHG�RQ�WKH�SUREOHP��+DG�LW�QRW�EHHQ�IRU�WKH�RUGHDO�RI�WKH�&XEDQ�ER\��(OLiQ�*RQ]DOH]��DQG�KLV�IDWKHU�-XDQ��IHZ�SHRSOH�ZRXOG�XQGHUVWDQG�KRZ�VWURQJO\�SROLWLFL]HG�DEGXFWLRQ�GHFLVLRQV�KDYH�EHFRPH�DQG�FRQVHTXHQWO\�KRZ�GLIILFXOW�LW�LV�WR�JHW�D�FKLOG�UHWXUQHG�IURP�D�IRUHLJQ�FRXQWU\�/DWHU�WKLV�\HDU��D�IHZ�SDUHQWV�DQG�FKLOGUHQ�ZLOO�KDYH�WKH�RSSRUWXQLW\�WR�WHOO�WKHLU�VWRULHV�RQ�
&XWWLQJ�(GJH�
�DQ�$XVWUDOLDQ�GRFXPHQWDU\�VHULHV RQ�6%6�7HOHYLVLRQ��(OHFWULF�3LFWXUHV��DQ�LQGHSHQGHQW�SURGXFWLRQ�KRXVH�EDVHG�LQ�3HUWK�KDV�EHHQ�FRPPLVVLRQHG�WR�FUHDWH�WKH�GRFXPHQWDU\��3URGXFHUV�DUH�FXUUHQWO\�ORRNLQJ�IRU�DGXOWV�DQG�ROGHU�WHHQDJHUV�LQ�$XVWUDOLD�ZKR�KDYH�EHHQ�DEGXFWHG�DQG�ZRXOG�OLNH�WR�UHIOHFW�RQ�WKHLU�H[SHULHQFH��DV�ZHOO�DV�DEGXFWLQJ�SDUHQWV�ZKR�FDQ�WDON�DERXW�ZK\�WKH\�PDGH�WKH�GHFLVLRQ�WR�DEGXFW�7KH�PRVW�FRPPRQ�DEGXFWLRQV�PLJKW�QRW�ILW�WKH�SURILOH�SHRSOH�H[SHFW��$FFRUGLQJ�WR�WKH�+DJXH�&RQYHQWLRQ�RQ�WKH�&LYLO�$VSHFWV�RI�,QWHUQDWLRQDO�&KLOG�$EGXFWLRQ��FXVWRGLDO�SDUHQWV�ZKR�GLVDSSHDU�ZLWK�FKLOGUHQ�DUH�JXLOW\�RI�FKLOG�DEGXFWLRQ�LI�LW�FDXVHV�ORVV�RI�FRQWDFW�ZLWK�DQ\RQH�ZKR�KDV�D�ULJKW�WR�FRQWDFW�ZLWK�WKH�FKLOGUHQ�7KH�GRFXPHQWDU\�ZLOO�ZRUN�IURP�D�GHILQLWLRQ�SURYLGHG�E\�WKH�$XVWUDOLDQ�$WWRUQH\ *HQHUDO�WKDW�LV�FRQVLVWHQW�ZLWK�WKH�LQWHUQDWLRQDO�FRQYHQWLRQ���3DUHQWDO�FKLOG�DEGXFWLRQ�PDLQO\�LQYROYHV�WKH�ZURQJIXO�UHPRYDO�RU�UHWHQWLRQ�RI�D�FKLOG�E\�RQH�SDUHQW�LQ�EUHDFK�RI�WKH�ULJKWV�RI�WKH�FKLOG�WR�KDYH�FRQWDFW��RQ�D�UHJXODU�EDVLV��ZLWK�ERWK�SDUHQWV��'LUHFWRU�RI�WKH�XSFRPLQJ�GRFXPHQWDU\�7RVFD�/RRE\�H[SODLQV�WKHLU�SURJUHVV���7KXV�IDU�ZH�KDYH�IROORZHG�D�FRXSOH�RI�GLIIHUHQW�VWRULHV�RI�DEGXFWLRQ��LQFOXGLQJ�D�IDWKHU�ZKRVH�GDXJKWHU�KDV�EHHQ�DEGXFWHG�WR�D�QRQ�+DJXH�&RQYHQWLRQ�FRXQWU\��DQG�D�PRWKHU�ZKRVH�VRQ�KDV�EHHQ�DEGXFWHG�WR�WKH�8.��6KH�KDV�ORVW�KHU�+DJXH�&RQYHQWLRQ�DSSOLFDWLRQ�WR�KDYH�KLP�UHWXUQHG��7R�EULQJ�D�EURDG�SHUVSHFWLYH�WR�WKH�SURJUDP��WKH\�DUH�DOVR�VHHNLQJ�WR�LQWHUYLHZ�DQ�DGXOW�RU�ROGHU�WHHQDJHU�ZKR�FDQ�UHIOHFW�RQ�KLV�RU�KHU�PHPRULHV�RI�DEGXFWLRQ�DQG�WKH�LPSDFW�LW�KDV�KDG�GXULQJ�WKH�\HDUV�VLQFH�,Q�DGGLWLRQ�WR�SHUVRQDO�DFFRXQWV��WKH\�DUH�LQWHUYLHZLQJ�D�UHSUHVHQWDWLYH�RI�WKH�$XVWUDOLDQ�$WWRUQH\�*HQHUDO
V�RIILFH��WKH�)HGHUDO�3ROLFH��DQG�ODZ\HUV��FRXQVHORUV�DQG�SULYDWH�LQYHVWLJDWRUV�ZKR�KDYH�H[SHULHQFH�ZLWK�FKLOG�DEGXFWLRQ�FDVHV�$FFRUGLQJ�WR�/RRE\���2XU�SURJUDPPH�ZLOO�FRQVFLRXVO\�UHWXUQ�WR�WKH�TXHVWLRQ�RI�WKH�
LQWHUHVWV�RI�WKH�FKLOG
�DV�LW�LQYHVWLJDWHV�WKH�VWDWH��IHGHUDO��DQG�LQWHUQDWLRQDO�V\VWHPV�FUHDWHG�WR�GHDO�ZLWK�FKLOG�DEGXFWLRQ�FDVHV��9LD�SHUVRQDO�VWRULHV�DQG�H[SHUW�
LQWHUYLHZV�ZH�ZLOO�VHHN�WR�XQGHUVWDQG�WKH�VROXWLRQV�RIIHUHG�E\�WKH�+DJXH�&RQYHQWLRQ�RQ�WKH�&LYLO�$VSHFWV�RI�,QWHUQDWLRQDO�&KLOG�$EGXFWLRQ��LWV�SLWIDOOV�DQG�WKH�SRWHQWLDO�FKDRV�UHODWLQJ�WR�DEGXFWLRQV�IURP�QRQ�&RQYHQWLRQ�FRXQWULHV��:H�ZLOO�ORRN�DW�WKH�H[WHQW�RI�SDUHQWDO�FKLOG�DEGXFWLRQ�DV�D�SUREOHP�LQ�RXU�VRFLHW\��WKH�LPSDFW�RQ�FKLOGUHQ�LQYROYHG�DQG�WKH�UHDVRQV�SDUHQWV�PD\�FKRRVH�WR�DEGXFW��DSSO\�IRU�D�&RQYHQWLRQ�KHDULQJ�RU�HYHQ�UHDEGXFW���:H�KRSH�WKLV�3URJUDPPH�ZLOO�DFW�DV�D�SRZHUIXO�SRUWUDLW�LOOXVWUDWLQJ�WKH�WUDXPD�DVVRFLDWHG�ZLWK�SDUHQWDO�FKLOG�DEGXFWLRQ��7KLV�VHHPV�WR�EH�WKH�RQH�REYLRXV�FRQVWDQW�LQ�WKH�GLYHUVLW\�RI�FDVHV�WUDYHOOLQJ�WKURXJK�WKH�ZRUOG
V�IDPLO\�FRXUWV��7RVFD�/RRE\�FDQ�EH�FRQWDFWHG�DW�WO#HOHFWULFSLFWXUHV�FRP�DX RU�E\�SKRQH�LQ�$XVWUDOLD���������������
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,V�.HUU\�6HOI�'HVWUXFWLQJ"KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\������D�KWP
5RJHU�)��*D\����������-RKQ�.HUU\�LV�QRZ�WDNLQJ�KLPVHOI�VHULRXVO\�DV�WKH�PDQ�ZKR�FDQ�EHDW�*HRUJH�%XVK�LQ�1RYHPEHU��3ROOV�KDYH�WROG�KLP�WKDW�PDQ\�'HPRFUDWV�EHOLHYH�KH��RU�-RKQ�(GZDUGV��FDQ�DQG�KH�LV�LQ�D�GHDG�KHDW�RYHUDOO��%XW�WKHUH�LV�D�WULDO�DQG�HUURU�SURFHVV�WDNLQJ�SODFH�LQ�VHDUFK�RI�WKH�ZLQQLQJ�.HUU\�WKDW
V�WXUQHG�XS�VRPH�VHULRXV�HUURUV��2QH�PDMRU�PLVMXGJPHQW�ZDV�.HUU\
V�SURPLVH�WR�ILJKW�VSHFLDO�LQWHUHVWV��,W�ZDV�PHDQW�WR�EH�D�VWDQGDUG�UHIUDLQ�GHULYHG�IURP�WKH�ROG�VRFLDOLVW�EDWWOH�DJDLQVW�FDSLWDOLVP��DLPHG�DW�VHFXULQJ�WKH�VXSSRUW�RI�KLV�EDVH�LQ�WKH�IDU�OHIW��5HSXEOLFDQV�DUH�IRU�ELJ�FRUSRUDWH�VSHFLDO�LQWHUHVWV��D�YHU\�EDG�WKLQJ�%XW�OHW
V�IDFH�LW��.HUU\�KDV�EHHQ�D�'HPRFUDW�LQ�&RQJUHVV�IRU�PDQ\�\HDUV��7KH�LQVLQFHULW\�ZDV�SDOSDEOH��:H�NQRZ�ZKR�-RKQ�.HUU\�LV��DQG�KH
V�QR�5DOSK�1DGHU��.HUU\
V�SURPLVH�WR�WKURZ�WKH�VSHFLDO�LQWHUHVWV�RXW�RI�WKH�:KLWH�+RXVH�VKRXOG�KDYH�EHHQ�SUHFHGHG�E\�DQ�DSRORJ\�IRU�KLV�RZQ�VSHFLDO�LQWHUHVW�DOOLDQFHV�DQG�WKRVH�RI�KLV�SDUW\�.HUU\
V�VWDWXV�DV�D�ZDU�KHUR�DQG�SURWHVWHU�FRPELQHG�UHSUHVHQWHG�WKH�QDWLRQ
V�SV\FKRORJLFDO�VSOLW�LQ�WKH�����V��,W
V�EHHQ�D�UHJXODU�IHDWXUH�RI�KLV�VWXPS�VSHHFKHV�GXULQJ�KLV�SUHVLGHQWLDO�ELG��+RZ�GRHV�WKLV�GXDO�SHUVRQD��WKDW�EURXJKW�KLP�SROLWLFDO�VXFFHVV�WKLUW\�\HDUV�DJR��SOD\�RXW�LQ�WKH�QHZ�PLOOHQQLXP"�4XHVWLRQV�DERXW�*HRUJH�%XVK
V�VHUYLFH�LQ�WKH�1DWLRQDO�*XDUG�KDG�DOUHDG\�SOD\HG�RXW�GXULQJ�WKH������FDPSDLJQ��.HUU\�RSHUDWLYHV��DQG�RWKHU�'HPRFUDWV��WULHG�WR�SOD\�LW�DJDLQ�DQG�JRW�LW�WKURZQ�EDFN�LQ�WKHLU�IDFHV��,W
V�QRW�D�JRRG�SROLWLFDO�WDFWLF�WR�DWWDFN�VRPHRQH�ZKHQ�LW�OHDYHV�WKH�LPSUHVVLRQ�WKDW�\RX
UH�EHLQJ�GLVKRQHVW�DQG�XQIDLU��%XW�LW�VHHPV�GRZQULJKW�VWXSLG�WR�XVH�DQ�ROG�DWWDFN�WKDW�IDLOHG�EHIRUH�LQ�IURQW�RI�WKH�VDPH�DXGLHQFH���,W�ZDV�LQ�IDFW�WULHG�SULRU�WR�WKH������SUHVLGHQWLDO UDFH�ZKHUH�LW�IDLOHG�LQ�7H[DV�JXEHUQDWRULDO�FDPSDLJQV��7KLV�ZHHNHQG��FDQGLGDWH�.HUU\�RYHUSOD\HG�KLV�KDQG�DV�D�9LHWQDP�YHWHUDQ�DIWHU�D�5HSXEOLFDQ�RSLQHG�WKDW�KH�KDG�QRW�EHHQ�VXSSRUWLYH�HQRXJK�RQ�GHIHQVH�VSHQGLQJ��.HUU\�UDLOHG�DJDLQVW�WKH�DUJXPHQW�DVNLQJ�ZKDW�LV�LW�DERXW�5HSXEOLFDQV�ZKR�GLG�QRW�VHUYH�ZDQWLQJ�WR�FKDOOHQJH�KLP�EHFDXVH�KH�GLG��+H�ZRXOG�QRW��VWDQG�E\�ZKLOH�5HSXEOLFDQV�ZKR�FRQVWDQWO\�JR�WR�WKH�ORZ�URDG�FKDOOHQJH�P\�FRPPLWPHQW�WR�WKH�GHIHQVH�RI�RXU�QDWLRQ��&KDRV�DQG�GDPDJH�FRQWURO��&DPSDLJQ�RSHUDWLYHV�VSHQW�WKH�ZHHNHQG�VLQJLQJ�QR��QR��WKDW
V�QRW�ZKDW�KH�PHDQW��WXUQ�\RXU�DWWHQWLRQ�HOVHZKHUH��*HRUJH�%XVK�VHUYHG�LQ�WKH�1DWLRQDO�*XDUG��.HUU\�GLG�QRW�PHDQ�WKDW�1DWLRQDO�*XDUG�VHUYLFH�LV�QRW�QDWLRQDO�VHUYLFH��%XW�HYHQ�PRUH�LPSRUWDQW�ZDV�.HUU\
V�DSSDUHQW�LQDELOLW\�WR�UHFRJQL]H�D�OHJLWLPDWH�SROLF\�TXHVWLRQ��DQ�H[WUHPHO\�LPSRUWDQW�RQH�IRU�D�SUHVLGHQWLDO�FDQGLGDWH��7KH�TXHVWLRQ�ZDV�QRW�DERXW�KLV�UHFRUG�DV�D�VROGLHU��EXW�KLV�UHFRUG�DV�D�6HQDWRU�DQG�SRVLWLRQ�RQ�GHIHQVH��+LV�KLJK�OHYHO�RI�SHUVRQDO�VHQVLWLYLW\ DQG�HPRWLRQ�ODGHQ�RYHU�UHDFWLRQ�PDGH�KLP�ORRN�IDU�OHVV�WKDQ�SUHVLGHQWLDO�7KHUH�LV�DQRWKHU�SRWHQWLDO�PLVFDOFXODWLRQ�WKDW�KDV�MXVW�EHJXQ�WR�VKRZ�XS�RQ�WKH�UDGDU�VFUHHQ��-RKQ�.HUU\�KDV�D�PRQRWRQRXV�YRLFH��%XW�ZKRHYHU�KDV�KLP�WUDLQLQJ�WR�VRXQG�PRUH�OLNH�-RKQ�.HQQHG\�PD\�EH�VHWWLQJ�KLP�XS�IRU�D�PDMRU�GLVDVWHU��(YHU\�WLPH�KH�SXWV�KLV�YRLFH�LQWRQDWLRQ�LQWR�RYHUGULYH��KH�VRXQGV�D�ORW�OLNH�0D\RU�4XLPE\�RQ�7KH�6LPSVRQV�
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,V�5DOSK�1DGHU�&UD]\"KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������5DOSK�1DGHU�RIILFLDOO\�DQQRXQFHG�KLV�FDQGLGDF\�WKLV�ZHHNHQG��+H�KDV�VDLG�WKDW�KH�ZLOO�UXQ�IRU�SUHVLGHQW�DV�DQ�LQGHSHQGHQW��+H�LV�FUHGLWHG�ZLWK�ZHDNHQLQJ�$O�*RUH
V�ELG�LQ ������)RU�WKH�DYHUDJH�JX\�RQ�WKH�VWUHHW��KLV�FDQGLGDF\�PHDQV�ZH�ZLOO�KDYH�WR�HQGXUH�HQGOHVV�UHIUDLQV�RI��D�YRWH�IRU�1DGHU�LV�D�YRWH�IRU�%XVK���DQG��\RX
UH�WKURZLQJ�\RXU�YRWH�DZD\���%XW�KDUG�FRUH�'HPRFUDWV�DUH�ZRUULHG�WKDW�KH�ZLOO�FKDQJH�WKH�HTXDWLRQ��WDNLQJ�YRWHV�IURP�WKHLU�FDQGLGDWH�$W�ILUVW�JODQFH��DQG�,�DVVXPH�,
P�VSHDNLQJ�IRU�PDQ\��1DGHU�ORRNV�OLNH�D�QXW��+H�RQO\�JRW�DURXQG�����SHUFHQW�RI�WKH�YRWH�LQ������DQG�WR�WKH�SROLWLFDOO\�QDwYH�KLV�UKHWRULF�VHHPV�WRR�H[WUHPH���7KHUH
V�D�IRU�VDOH�VLJQ�RQ�WKH�GRRU�RI�HYHU\�JRYHUQPHQW�DJHQF\������%LJ�FRUSRUDWLRQV�RZQ�WKH�JRYHUQPHQW���2Q�FORVHU�LQVSHFWLRQ��LW
V�PRUH�WKDQ�D�OLWWOH�UHPLQLVFHQW�RI�.HUU\
V�SURPLVH�WR�UXQ�ELJ�FRUSRUDWH�VSHFLDO�LQWHUHVWV�RXW�RI�WKH�:KLWH�+RXVH�7HOHYLVLRQ�DQDO\VWV�WKLV�ZHHNHQG�FRXOG�QRW�IDWKRP�1DGHU
V�YLHZ�WKDW�WKHUH
V�OLWWOH�GLIIHUHQFH�EHWZHHQ�'HPRFUDWV�DQG�5HSXEOLFDQV�RQ�VHOOLQJ�RXW�WR�ELJ�FRUSRUDWLRQV��+H�JDYH�5HSXEOLFDQV�D�'� DQG�'HPRFUDWV�D�'���,Q�IDFW��VRRQ�DIWHU�-RKQ�.HUU\�DWWDFNHG�5HSXEOLFDQ��VSHFLDO�LQWHUHVWV��KH�ZDV�QDLOHG�IRU�KLV�RZQ�VSHFLDO�LQWHUHVW�VXSSRUW�LQ�&RQJUHVV�DQG�IRU�WKH�ZLGHVSUHDG�SUDFWLFHV�RI�KLV�RZQ�SDUW\�2QH�WHOHYLVLRQ�DQDO\VW�SUHGLFWHG�WKDW�WKH�QHWZRUNV�ZLOO�LJQRUH�KLP��WDNLQJ�WKH�VLGH�RI�5HSXEOLFDQV�DQG�'HPRFUDWV�± ZH�GRQ
W�ZDQW�QR�VWLQNLQ
�WKLUG�SDUW\�FDQGLGDWHV�RU�LQGHSHQGHQWV�LQWHUIHULQJ�ZLWK�WKH�WZR�SDUW\�HOHFWLRQ�SURFHVV���:HOO��PD\EH�RQH�ZKR
V�WDNLQJ�YRWHV�IURP�WKH�PDLQ�RSSRQHQW���%XW�WKDW�LQ�IDFW�LV�ZKDW�FUHDWHG�RQH�RI�1DGHU
V�JUHDWHVW�KLGGHQ�VWUHQJWKV��7KHUH
V�WKLV�WKLQJ�FDOOHG�GHPRFUDF\�WKDW�LV�QRW�ZHOO�VHUYHG�E\�H[WUHPH�OLPLWDWLRQV�RQ�SROLWLFDO�FKRLFH��7R�PDQ\�$PHULFDQV��GHPRFUDF\�± DW�OHDVW�LQ�WKHRU\�± LV�D�JRRG�WKLQJ�7KHUH�DUH�SHRSOH�ZKR�EHOLHYH�WKDW�YRWLQJ�IRU�HLWKHU�RI�WKH�WZR�SDUW\�FDQGLGDWHV�LV�WKURZLQJ�D�YRWH�DZD\��,W
V�YRWLQJ�IRU�G\VIXQFWLRQDO�GHPRFUDF\��)RU�WKHP��WKH�OHVVHU�RI�WZR�HYLOV�DUJXPHQW�KDV�ZRUQ�RXW�LWV�ZHOFRPH��7KH\�DUH�GHVSHUDWHO\�WLUHG�RI�FKRRVLQJ�EHWZHHQ�WZR�EUDQGV�RI�HYLO��7KH�WZR�SDUW\�V\VWHP�KDV�FUHDWHG�D�YHU\�ODUJH�FRQVWLWXHQF\�RI�GLVHQIUDQFKLVHG�HOLJLEOH�YRWHUV��7KH�WXUQ�RXW RQ�HOHFWLRQ�GD\�KDV�VRPHWLPHV�ULYDOHG�PLGGOH�HDVWHUQ�FRXQWULHV�GXULQJ�DQ�HOHFWLRQ�ER\FRWW��:KHUHDV�LQ�6ZHGHQ�IRU�H[DPSOH��ZKLFK�KDV�D�KHDOWK\�PXOWL�SDUW\�V\VWHP�����SHUFHQW�ZRXOG�EH�SHUFHLYHG�DV�ORZ�WXUQ�RXW�7KH�WKLQJ�WKDW�JHWV�PH�DERXW�1DGHU�LV�KRZ�HDVLO\��ORJLFDOO\�DW�OHDVW��KH�FRXOG�VZLWFK�IURP�EHLQJ�D�'HPRFUDW�VSRLOHU�WR�DQ�RSSRQHQW�RI�HYHU\WKLQJ�WKH�'HPRFUDWV�VWDQG�IRU��LI�KH�MXVW�UHFRJQL]HG�WKH�H[WHQW�RI�FRUUXSWLRQ�ZLWKLQ�DJHQFLHV�LQ�D�GLIIHUHQW�ZD\��IUDXGXOHQW�DFFRXQWLQJ�SUDFWLFHV��SD\LQJ�FRQVXOWDQWV�WR�OLH��VWURQJ�DUPLQJ�FRUSRUDWLRQV�WR�ILW�LQ�RU�JHW�IRUFHG�RXW��PLVUHSUHVHQWLQJ�WKH�QHHG�IRU�DQG�VXFFHVV�RI�WKHLU�SURJUDPV�WR�&RQJUHVV�DQG�WKH�SHRSOH�LQ�RUGHU�WR�NHHS�WKHP�JRLQJ�DQG�ELG�IRU�PRUH�IXQGLQJ��%XW�1DGHU
V�LQLWLDO����PLQXWHV�RI�IDPH�FDPH�DV D�JRYHUQPHQW�LQVLGHU��D�FRQVXPHU�DGYRFDWH�GHPRQVWUDWLQJ�WKDW�JRYHUQPHQW�LQWHUYHQWLRQ�LV�D�SRVLWLYH�IRUFH�DJDLQVW�XQFDULQJ�FRUSRUDWH�JUHHG��:KR�OHDGV�WKH�FDQFHURXV�JURZWK�RI�FRUUXSWLRQ"�7R�5DOSK�1DGHU��D�PRUH�SRZHUIXO�JRYHUQPHQW�PXVW�EH�WKH�VROXWLRQ�UDWKHU WKDQ�WKH�FDXVH�RI�WKH�SUREOHP�,Q�P\�RSLQLRQ��5DOSK�1DGHU�LV�QRW�FUD]\��+H
V�D�PDQ�ZKR�KDV�FDSLWDOL]HG�ZHOO�RQ�KLV����PLQXWHV�RI�IDPH��:KDW�LV�QHHGHG�LV�QRW�WR�NHHS�5DOSK�1DGHU�RXW�RI�WKH�SUHVLGHQWLDO�HOHFWLRQ��EXW�WR�IRFXV�DWWHQWLRQ�RQ�DQRWKHU�WKLUG�SDUW\�RU�LQGHSHQGHQW�FDQGLGDWH�ZKR�FDQ�EDODQFH�WKH�HTXDWLRQ��$�5DOSK�1DGHU�RSSRQHQW�PLJKW�EH�JRRG�IRU�GHPRFUDF\��3HUKDSV�WKHQ�ZH�FDQ�WDON�DERXW�ZKDW
V�UHDOO\�JRLQJ�RQ�DQG�LQIRUP�\RXQJ�YRWHUV��IXWXUH�'HPRFUDWV��UDWKHU�WKDQ�LQGRFWULQDWLQJ�WKHP�ZLWK�IDU�OHIW�LGHRORJ\�
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,QMXVWLFH�%\�'HIDXOW��5HDVRQ $OPRVW�*RW�,W�KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������7KH�)HEUXDU\�LVVXH�RI�UHDVRQRQOLQH FDUULHV�DQ�DUWLFOH�E\�DVVRFLDWH�HGLWRU�0DWW�:HOFK�HQWLWOHG�,QMXVWLFH�E\�'HIDXOW��+RZ�WKH�HIIRUW�WR�FDWFK��GHDGEHDW�GDGV��UXLQV�LQQRFHQW�PHQ¶V�OLYHV��7KHUH�LV�PXFK�DERXW�WKLV�DUWLFOH�WKDW�LV�ZRUWK\�RI�D�OLQN�DQG�DQ�LQYLWDWLRQ�IRU�UHDGHUV�WR�FOLFN�RQ�LW��8QIRUWXQDWHO\��ZKHQ�WKH�DUWLFOH�LV�ZURQJ��LW�LV�UHDOO\��UHDOO\�ZURQJ�0U��:HOFK�GRHV�DQ�H[FHOOHQW�MRE�RI�EULQJLQJ�DWWHQWLRQ�WR�WKH�LQMXVWLFH�RI�ZURQJIXO�SDWHUQLW\�HVWDEOLVKPHQW�DQG�WKH�EXUHDXFUDF\�WKDW�HDUQV�LWV�H[LVWHQFH�E\�IRUFLQJ�DV�PDQ\�PHQ�DV�SRVVLEOH�WR�SD\�FKLOG�VXSSRUW��ZKHWKHU�RU�QRW�WKH\�DUH�IDWKHUV��7KH�WZR�FDVHV�KH�KLJKOLJKWV��RQH�RI�WKH�PHQ�LV�D�SHUVRQDO�IULHQG��DUH�LQ�&DOLIRUQLD��8QOLNH�PDQ\�&DOLIRUQLD�QHZVSDSHU�DUWLFOHV�WKDW�KDYH�IRFXVHG�RQ�SUREOHPV�LQ�WKH�FKLOG�VXSSRUW�V\VWHP��DQG�KDYH�RIWHQ�GRQH�D�SUHWW\�JRRG�MRE�RI�LW��0U��:HOFK�LQIRUPV�KLV�UHDGHUV�WKDW�WKH�SUREOHP�LV�QRW�ORFDO��EXW�QDWLRQDO��GULYHQ�E\�IHGHUDO�ODZV�DQG�IXQGLQJ��DQG�WKDW�D�IHZ�VWDWHV�KDYH�WDNHQ�VWHSV�WR�FRPEDW�WKH�SUREOHP��7KH�GLIILFXOWLHV�PHQ�IDFH�GXH�WR�IDOVH�SDWHUQLW\�HVWDEOLVKPHQW�DUH�KRUUHQGRXV��DQG�WKLV�LV�WKH�SULPDU\�IRFXV�RI�0U��:HOFK
V�DUWLFOH��7KH�DUWLFOH�LV�ZHOO�UHVHDUFKHG�ZLWK�UHVSHFW�WR�LWV�SULPDU\�IRFXV�DQG�OHDYHV�QR�GRXEW�WKDW�D�ODUJH�QXPEHU�RI�PHQ�KDYH�WKHLU�OLYHV�FUXVKHG�GXH�WR�WKH�V\VWHPDWLF�LQMXVWLFH�RI�D�JRYHUQPHQW�SURJUDP��,�ZLOO�QRW�WU\�WR�VXPPDUL]H�WKH�HQWLUH�FRQWHQW�RI�WKH�DUWLFOH�KHUH��7KHUH�LV�D�OLQN�DERYH��7KH�DUWLFOH�LV�ZRUWK�UHDGLQJ�+DG�WKH�VXEMHFW�RI�WKH�DUWLFOH�UHPDLQHG�HQWLUHO\�ZLWKLQ�LWV�SULPDU\�IRFXV��,�ZRXOG�KDYH�EHHQ�ZLOOLQJ�WR�UHFRPPHQG�WKH�KLJKHVW�UDWLQJ�IURP�0HQV1HZV'DLO\�FRP �LI�ZH�KDG�VXFK�D�UDWLQJ�V\VWHP�± ZH�GRQ
W���%XW�0U��:HOFK�VHHPHG�WR�KDYH�IHOW�D�QHHG�WR�EULQJ�D�VXSHUILFLDO��EDODQFH��WR�WKH�DUWLFOH��DQG�WULHG�WR�GR�VR�E\�LQFOXGLQJ�LQIRUPDWLRQ�WKDW�ZDV�QRW�ZHOO�UHVHDUFKHG��'HVSLWH�WKH�FRUUXSW�QDWXUH�RI�ZKDW�KH�IRXQG��KH�DVVXPHV�DQ�KRQHVW�DQG�ZRUWKZKLOH�PRWLYH�IRU�WKH�IHGHUDO�FKLOG�VXSSRUW�SURJUDP��$IWHU�H[SRVLQJ�LQWHQWLRQDO�LQMXVWLFH��PRWLYDWHG�E\�IHGHUDO�IXQGLQJ��KH�VWLOO�WUHDWV�SURJUDP�OREE\LVWV�DV�FUHGLEOH�VRXUFHV�DQG�DVVHUWV�WKDW�WKH�SURJUDP�KDV�EHHQ�D�UHVRXQGLQJ�VXFFHVV�7KH�VXEWLWOH�RI�WKH�DUWLFOH��+RZ�WKH�HIIRUW�WR�FDWFK��GHDGEHDW�GDGV��UXLQV�LQQRFHQW�PHQ¶V�OLYHV��DOUHDG\�JLYHV�D�KLQW�DERXW�WKH�WURXEOH�DKHDG��7KH��GHDGEHDW�GDG��SURSDJDQGD�KDV�DOUHDG\�EHHQ�UHYLHZHG��&RQFOXVLRQV�RI�DFDGHPLFV�DQG�RWKHU�DQDO\VWV��E\�LQGHSHQGHQW�DQDO\VLV�DV�ZHOO�DV�UHYLHZ�RI�WKH�EDVLV�RI�WKH�SURSDJDQGD�LWVHOI��OHDYH�QR�GRXEW�WKDW�P\�XVH�RI�WKH�ZRUG��SURSDJDQGD��WKUHH�WLPHV�LQ�WKLV�SDUDJUDSK�LV�ZHOO�MXVWLILHG��7KDW¶V�ZKDW�WKH\¶UH�WU\LQJ�WR�GR��LV�JHW�VRPH�UHLPEXUVHPHQW�WR�WKH�VWDWH���VD\V�&DURO\Q�.HOO\��SXEOLF�UHODWLRQV�RIILFHU�IRU�WKH�&RQWUD�&RVWD�&RXQW\�'&66���$V�\RX�FDQ�LPDJLQH��>WKDW¶V@�PLOOLRQV�DQG�PLOOLRQV�DQG�PLOOLRQV�DQG�PLOOLRQV�RI�GROODUV��,W�ZRXOG�WDNH�VRPHRQH�ZKR�KDV�LQYHVWLJDWHG�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�WR�D�PXFK�JUHDWHU�H[WHQW�WKDQ�0U��:HOFK�WR�FKDOOHQJH�&DURO\Q�.HOO\
V�MXVWLILFDWLRQ��,�ZRQ
W�IDXOW�KLP�IRU�QRW�VODPPLQJ�D�FRXQWHU H[SODQDWLRQ�GLUHFWO\�DJDLQVW�KHUV��%XW�VKH
V�MXVW�D�ZDUP�XS�7KH�ERWWRP�OLQH�UHVXOWV�KDYH�EHHQ�LPSUHVVLYH��6LQFH�������DFFRUGLQJ�WR�6HQDWH�WHVWLPRQ\�ODVW�0DUFK�E\�0DULO\Q�5D\�6PLWK��GLUHFWRU�RI�WKH�&KLOG�6XSSRUW�(QIRUFHPHQW�'LYLVLRQ�RI�WKH�0DVVDFKXVHWWV�'HSDUWPHQW�RI�5HYHQXH��FKLOG�VXSSRUW�FROOHFWLRQ�QDWLRQZLGH�MXPSHG�IURP������ELOOLRQ�LQ������WR�����ELOOLRQ�LQ�������ZKLOH�SDWHUQLW\�HVWDEOLVKPHQWV�PRUH�WKDQ�GRXEOHG��IURP���������LQ������WR�����PLOOLRQ�MXVW�ILYH�\HDUV�ODWHU�$V�,�VDLG��WKH�DUWLFOH�GRHV�DQ LPSUHVVLYH�MRE�RI�GHDOLQJ�ZLWK�WKH�LVVXH�RI�IDOVH�SDWHUQLW\�HVWDEOLVKPHQW��0U��:HOFK�FRQWLQXHV���%XW�\RX�FDQ�UHDG�WKRXVDQGV�RI�SDJHV�RI�ODZV��UHSRUWV��DQG�WHVWLPRQLHV��DQG�QRW�VHH�D�VLQJOH�UHIHUHQFH�WR�WKH�LPSRUWDQFH�RI�QDPLQJ�WKH�ULJKW�JX\��RU�WR�WKH�JUDYLW\�RI�PDNLQJ�D�PLVWDNH���7KH�VWDWLVWLFV�KH�SURYLGHV�LQ�&DOLIRUQLD�RSHQ�WKH�SRVVLELOLW\�WKDW�WKH�QDWLRQZLGH�LQFUHDVH�LQ�SDWHUQLW\�HVWDEOLVKPHQWV�FRXOG�EH�PRVWO\�GXH�WR�WKH�WUHDWPHQW�RI�IDOVH�SDWHUQLW\�HVWDEOLVKPHQW�DV�OHJLWLPDWH��DOWKRXJK�KH�KHGJHV�DJDLQVW�PDNLQJ�WKDW�DOOHJDWLRQ��0\�ZRUG�SURFHVVRU�VD\V�WKDW�0U��:HOFK
V�DUWLFOH�LV�������ZRUGV�ORQJ��0\�FRPSODLQW�FRPHV�GRZQ�WR�DERXW����RI�WKHP�����RI�ZKLFK�DUH�0DULO\Q�6PLWK
V����7KH�ERWWRP�OLQH�UHVXOWV�KDYH�EHHQ�LPSUHVVLYH��6LQFH�����������FKLOG�VXSSRUW�FROOHFWLRQ�QDWLRQZLGH�MXPSHG�IURP������ELOOLRQ�LQ������WR�����ELOOLRQ�LQ��������%\�WKH�QXPEHUV�LW�PLJKW�VHHP�SHWW\�WR�ZULWH�DQ�HQWLUH�DUWLFOH�MXVW�WR�PHQWLRQ�WKDW�WKH�LQIRUPDWLRQ�LV�IDOVH��%XW�FODLPV�VXFK�DV�WKHVH�E\�SURJUDP�OREE\LVWV�SURYLGH�WKH�HQWLUH�SROLWLFDO�MXVWLILFDWLRQ�IRU�WKH�GUDPDWLF�IHGHUDO�LQYDVLRQ�RI�IDPLO\�ODZ�DQG�IDPLO\�OLIH�WKDW�KDV�WDNHQ�SODFH�RYHU�WKH�SDVW�WZR�GHFDGHV��DQG�FUHDWHG�PDVVLYH�LQMXVWLFH�DQG�FRUUXSWLRQ�ZHOO�EH\RQG�WKDW�RI�IDOVH�SDWHUQLW\��LQFOXGLQJ�WKH�HOLPLQDWLRQ�RI�IXQGDPHQWDO�ULJKWV�IURP�DSSOLFDWLRQ�LQ�IDPLO\�ODZ�,�KDYH�ZULWWHQ�VR�PXFK�DERXW�WKH�FKLOG�VXSSRUW�V\VWHP�WKDW�UHIHUHQFH�WR�P\�DUWLFOH�DUFKLYH PDNHV�PRUH�VHQVH�WKDQ�WU\LQJ�WR�FRYHU�DOO�WKDW�ROG�JURXQG�DJDLQ�LQ�WKLV�SLHFH��6WLOO��VRPHWKLQJ�KDV�WR�EH�VDLG�IRU�WKRVH�ZKR�KDYHQ
W�EHHQ�SD\LQJ�DWWHQWLRQ�DQG�ZRQ
W�JR�WR�WKH�DUFKLYH�QRZ�6LQFH�WKH�FUHDWLRQ�RI�WKH�IHGHUDO�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�LQ�������WKHUH�KDV�QRW�EHHQ�D VLJQLILFDQW�LQFUHDVH�LQ�WKH�SHUFHQW�RI�FKLOG�VXSSRUW�RUGHUHG�WKDW�LV�SDLG�HDFK�\HDU��WKH�FRPSOLDQFH�UDWH���0RVW�RI�WKH�GROODUV�WKDW�PRYH�WKURXJK�WKH�SURJUDP�DUH�SD\PHQWV��ZKLFK�KRQHVW�SHRSOH�GLIIHUHQWLDWH�IURP��FROOHFWLRQV��EXW�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�GRHV�QRW��PDGH�E\�ZHOO�HPSOR\HG�PLGGOH�DQG�XSSHU�PLGGOH�LQFRPH�IDWKHUV�WR�PRWKHUV�ZKR�DUH�QRW�RQ�ZHOIDUH��7KH�FRPSOLDQFH�UDWH�LQ�ZHOIDUH�FDVHV�KDV�GURSSHG�VLQFH�WKH�SURJUDP�EHJDQ�DV�KDV�WKH�FRPSOLDQFH�UDWH�LQ�QRQ�ZHOIDUH�FDVHV�VLQFH�WKH������UHIRUPV��7KH�SULPDU\�FDXVH�RI�QRQ�SD\PHQW�LV�VWLOO�WKH�VDPH�DV�LW�ZDV�EHIRUH�WKH�SURJUDP�EHJDQ��WKH�SHUVRQ�RUGHUHG�WR�SD\�LV�QRW�DEOH�WR�SD\�ZKDW�KDV�EHHQ�RUGHUHG��
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0XFK�RI�WKH�LQFUHDVH�LQ�SD\PHQWV�UHIOHFW�DQ�DUELWUDU\�LQFUHDVH�LQ�DPRXQWV�RUGHUHG��SDLG�QRW��FROOHFWHG����$UELWUDU\��SROLWLFDOO\�FRQWUROOHG�FKLOG�VXSSRUW�IRUPXODH�KDYH�UHSODFHG�UDWLRQDO�FKLOG�VXSSRUW�MXGJPHQWV�UHODWHG�WR�LQGLYLGXDO�FLUFXPVWDQFHV��$Q�DUELWUDU\�LQFUHDVH�LQ�WKH�DPRXQW�RUGHUHG�SDLG�E\�WKRVH�ZKR�SD\��UDWKHU�WKDQ�FROOHFWLRQV�HIIRUWV��KDYH�EHHQ�SULPDULO\�UHVSRQVLEOH�IRU�LQFUHDVLQJ�WKH�DPRXQW�RI�IHGHUDO�IXQGLQJ�VWDWHV�UHFHLYH��7KH�MXGLFLDO�EUDQFKHV�RI�VWDWH�JRYHUQPHQWV�DUH�DPRQJ�WKH�EHQHILFLDULHV��DQG�LW�LV�WKHLU�PDLQWHQDQFH�RI�WKLV�V\VWHP�WKDW�KDV�UHVXOWHG�LQ�WKH�JUHDWHVW�ORVV�RI�UHFRJQLWLRQ�RI�IXQGDPHQWDO�ULJKWV�LQ�$PHULFDQ�KLVWRU\�$V�,�SRLQWHG�RXW�LQ�,V�0DOH�3DVVLYLW\�RQ�WKH�:DQH" �����������,W�LVQ
W�JUDQGSD
V�GLYRUFH�DQ\PRUH��'HFDGHV�RI�SROLWLFDO�PDQLSXODWLRQ�RSHQHG�WKH�GRRU�WR�VRFLDO�HQJLQHHULQJ�DQG�QRW�XQH[SHFWHGO\��FRUUXSWLRQ��7RGD\��IDWKHUV�DUHQ
W�H[SHFWHG�WR�WDNH�LW�RQ�WKH�FKLQ��7KH\�JHW�UDPPHG�ZLWK�EXUHDXFUDWLF�EXOO�GR]HUV�DQG�IODWWHQHG�E\�WKH�JRYHUQPHQW
V�PXOWL�ELOOLRQ�GROODU�FKLOG�VXSSRUW�PHJDOLWK��)DPLO\�ODZ�LV�MXVW�JHQHURXV�HQRXJK�WR�NHHS�WKHP DOLYH�VR�WKH\�FDQ�IHHO�UHG�KRW�SRNHUV�MDEEHG�LQWR�WKHLU�H\HV�E\�SROLWLFLDQV�RQ�WKH�WDNH���,Q�IDFW��QRW�DOO�VXUYLYH��6RPH�KDYH�EHHQ�GULYHQ�WR�VXLFLGH��2WKHUV�OLYH�GHVSHUDWH�OLYHV�ZLWKRXW�WKH�PHDQV�WR�VHH�WKHLU�FKLOGUHQ�7KHUH�LV�QR�KRQHVW�MXVWLILFDWLRQ�IRU�WKH�IHGHUDO�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP��,W�LV�DOO�DERXW�FKHDWLQJ�WD[SD\HUV��SDUHQWV��DQG�FKLOGUHQ�LQ�D�SRUN�EDUUHO�VFKHPH��DQG�WKHUH�LV�D�YHU\�LQIOXHQWLDO�SULYDWH�FKLOG�VXSSRUW�HQIRUFHPHQW�LQGXVWU\�ZDONLQJ�DZD\�ZLWK�ORWV��7KH�H[FXVHV�JLYHQ�E\�SURJUDP�OREE\LVWV�KDYH�ORQJ�VLQFH�EHHQ�SOD\HG�RXW��7KH�RQO\�FRYHU�WKH\�KDYH�QRZ�LV�WKDW�VR�PDQ\�SHRSOH�GRQ
W�SD\�DWWHQWLRQ�XQWLO�WKH\�RU�RQH�RI�WKHLU�FORVH�IULHQGV�JHWV�UXQ�RYHU�E\�WKH�V\VWHP��DQG�WKHQ�DSSDUHQWO\��WKHLU�DWWHQWLRQ�LV�OLPLWHG�WR�WKH�VSHFLILF�SUREOHP�DW�KDQG�
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(8�6NHSWLFLVP�+ROGLQJ�)LUPKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�QHZVZLUH�QHZV����������QHZVZLUH�������HX�KWP
5RJHU�)��*D\�IRU�01'�1HZVZLUH����������6ZHGLVK�QDWLRQDO�HFRQRPLVW�1LOV�/XQGJUHQ�KDV�PDQDJHG�WR�DWWUDFW�D�QXPEHU�RI�FDQGLGDWHV�WR�VWDUW�D�QHZ�SROLWLFDO�SDUW\�RI�(8�VNHSWLFV��7KH�SDUW\�ZLOO�EH�NQRZQ�DV�WKH�-XQLOLVWDQ ��7KH�-XQH�/LVW���LQ�UHIHUHQFH�WR�WKH�HOHFWLRQ�RI�(8�3DUOLDPHQW�PHPEHUV�LQ�-XQH��$V�SURPLVHG��-XQLOLVWDQ�FDQGLGDWHV�KDYH�EHHQ�GUDZQ�IURP�DFURVV�WKH�SROLWLFDO�VSHFWUXP��&DQGLGDWHV�ZLWKLQ�RWKHU�SDUWLHV�DUH�DOVR�SUHVHQWLQJ�WKHLU�(8�VNHSWLF�FUHGHQWLDOV�$�SULPDU\�REMHFWLYH�IRU�PDQ\�(8�VNHSWLFV�LV�WR�UHTXLUH�D�SXEOLF�UHIHUHQGXP�WR�WHVW�DQ\�IXWXUH�SURSRVDO�IRU�DQ�(8�FRQVWLWXWLRQ��$�SURSRVDO�WKDW�ZRXOG�KDYH�JUDQWHG�QHDUO\�XQOLPLWHG�SRZHU�WR�WKH�(XURSHDQ�&RPPLVVLRQ ZDV�GHIHDWHG�ODVW�\HDU�$�SROO FRQGXFWHG�IRU�79��1HZV DQG�([SUHVVHQ GXULQJ�WKH�ODVW�ZHHN�RI�-DQXDU\�VKRZHG�WKDW�IRUW\�WZR�SHUFHQW�RI�6ZHGHV�VXSSRUW�WKH�LGHD�RI�D�QHZ�SDUW\�FUHDWHG�VSHFLILFDOO\�WR�SUHVHUYH�VWDWHV
�ULJKWV��2QH�TXDUWHU�RI�WKRVH�VXUYH\HG�H[SUHVVHG�LQWHUHVW�LQ�YRWLQJ�IRU�VXFK�D�SDUW\��1R�PHDVXUHPHQW�ZDV�WDNHQ�RI�WKRVH�ZKR�H[SHFW�GHIHQVH�RI�VWDWHV
�ULJKWV�ZLWKLQ�H[LVWLQJ�SDUWLHV�$ UHIHUHQGXP�RQ�WKH�(08 IDLOHG�ODVW�\HDU��6XUYH\V�DW�WKH�SROOV�VKRZHG�VWURQJ�RSSRVLWLRQ�WR�WKH�ZKROHVDOH�WUDQVIHU�RI�SRZHU�WR�%UXVVHOV��,Q�D�QHZ�SROO�E\�6LIR IRU�WKH�QHZV�DJHQF\�77��WKH�QXPEHU�RI�6ZHGHV�ZKR�ZRXOG�YRWH�DJDLQVW�WKH�(08�WRGD\�KDV�LQFUHDVHG�WR����SHUFHQW�IURP����SHUFHQW��2QO\����SHUFHQW�ZRXOG�YRWH�\HV��FRPSDUHG�WR����SHUFHQW�DW�WKH�WLPH�WKH�UHIHUHQGXP�ZDV�KHOG����SHUFHQW�DUH�XQFHUWDLQ�7KH�QHZ�SDUW\�ZLOO�IDFH�FRPSHWLWLRQ�IURP�H[LVWLQJ�SDUWLHV��(8�FULWLF�6|UHQ�:LEH�KDV�EXLOW�D�QHWZRUN�RI�(8�VNHSWLFV�ZLWKLQ�WKH�6RFLDO�'HPRFUDWLF�/DERXU�3DUW\��WKH�ODUJHVW�SROLWLFDO�SDUW\�LQ�6ZHGHQ��6RFLDO�'HPRFUDW�DQG�(8�FULWLF�$QQD�+HGK�KDV�FDOOHG�IRU�UHSODFHPHQW�RI�SDUW\�OHDGHU�*|UDQ�3HUVVRQ��FXUUHQWO\�WKH�3ULPH�0LQLVWHU��EHIRUH�WKH�QDWLRQDO�HOHFWLRQ�LQ�������3ULPH�0LQLVWHU�3HUVVRQ�VXSSRUWHG�WKH�(08�DORQJ�ZLWK�WKH�OHDGHUV�RI�WKUHH�ULJKW�ZLQJ�SDUWLHV�7KH�WZR�IDU�OHIW�SDUWLHV�WKDW�VKDUH�SRZHU�ZLWK�WKH�6RFLDO�'HPRFUDWV�LQ�WKH�FXUUHQW�FRDOLWLRQ�JRYHUQPHQW�RSSRVHG�WKH�(08�DQG�KDYH�DFWHG�DV�OHDGHUV�LQ�WKH�GULYH�WR�SUHVHUYH�ORFDO�SRZHU�/HDGHUV�RI�ULJKW�ZLQJ�SDUWLHV�JHQHUDOO\�VHH�WKHPVHOYHV�DV�OHVV�YXOQHUDEOH�WKDQ�WKH�6RFLDO�'HPRFUDWV��HPSKDVL]LQJ�WKHLU�ORQJ�VWDQGLQJ�RSSRVLWLRQ�WR�RYHU�UHJXODWLRQ�E\�WKH�(8�DQG�HYHQ�ZLWKLQ�WKH�VWDWH��7KH\�VHH�PHPEHUVKLS�LQ�WKH�(08�DV�D�VSHFLDO�FDVH��HVVHQWLDO�WR�VXFFHVVIXO�HFRQRPLF�LQWHJUDWLRQ��WKDW�VKRXOG�EH�YLHZHG�DV�D�SRVLWLYH�VWHS��%XW�DQ�HGXFDWLRQ�FDPSDLJQ�VKRUWO\�EHIRUH�ODVW�\HDU
V�UHIHUHQGXP�IDLOHG�WR�WXUQ�WKH�WLGH�7KH�QH[W�KXUGOH�IDFHG�E\�-XQLOLVWDQ�LV�WKH�DFFXPXODWLRQ�RI�������VLJQDWXUHV�RQ�D�SHWLWLRQ��UHTXLUHG�IRU�UHJLVWUDWLRQ�LQ�WKH�-XQH�HOHFWLRQ��:LWK�VXFK�VWURQJ�SXEOLF�VXSSRUW��VXFFHVV�LQ�WKLV�SKDVH�VHHPV�D�IRUHJRQH�FRQFOXVLRQ��3DUW\�RUJDQL]HUV�KDYH�EHJXQ�E\�FDOOLQJ�RQ�D�EURDG�FRDOLWLRQ�RI�(8�VNHSWLFV�ZKR�RSSRVHG�WKH�(08�ZKRVH�QDPHV�WKH\�KDYH�RQ�D�FRQWDFW OLVW�
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7KH�'HDWK�RI�0DUULDJH�,�KWWS���ZZZ�PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������7KH�GHFLVLRQ�E\�WKH�0DVVDFKXVHWWV�6XSUHPH�&RXUW�WR�H[WHQG�DOO��SURWHFWLRQV��EHQHILWV��DQG�REOLJDWLRQV�FRQIHUUHG�E\�FLYLO�PDUULDJH��RQ�VDPH�VH[�FRXSOHV�FRQWLQXHV�WR�EH�D�VXEMHFW�RI�GLVFXVVLRQ�DQG�GHEDWH�DURXQG�WKH�LQWHUQHW��8QIRUWXQDWHO\��PDQ\�OLEHUDOV�DQG�FRQVHUYDWLYHV�DOLNH�KDYH�ERXJKW�LQWR�WKH�LGHDV�VXJJHVWHG�E\�SDUWLVDQ�DGYRFDWHV��0XFK�RI�WKH�GLVFXVVLRQ�LV�LOO�LQIRUPHG�DQG�RSWLRQV�DUH�OLPLWHG�WR�WKRVH�WKDW�ZLOO�GR�WKH�OHDVW�JRRG�,W�FDQ�EH�TXLWH�GLIILFXOW�WR�PRYH�D�GHEDWH�IURP�D�VWDWH�RI�VXSHUILFLDO�SDUWLVDQ�ELFNHULQJ�WR�FOHDU�DQG�REMHFWLYH�GLVFXVVLRQ��HVSHFLDOO\�GXULQJ�DQ�HOHFWLRQ�\HDU��5HJDUGOHVV�RI�WKH�IDFW�WKDW�WKRVH�ZKR�KDYH�IRFXVHG�DWWHQWLRQ�RQ�WKHVH�LVVXHV�IRU�\HDUV�NQRZ�WKH�DQVZHUV��WKH�DYHUDJH�HOLJLEOH�YRWHU�ZLOO�PRUH�OLNHO\�JUDVS�RQWR�WKHLU�SUHIHUUHG�SDUW\
V�WDONLQJ�SRLQWV�DQG�KROG�RQ�IRU�GHDU�OLIH�2QH�SHUVRQ�ZKR�KDV�IRFXVHG�D�JUHDW�GHDO�RQ�IDPLO\�LVVXHV�IRU�PDQ\�\HDUV�LV�$&)& SUHVLGHQW�6WHSKHQ�%DVNHUYLOOH��5HJXODU�UHDGHUV�RI�0HQV1HZV'DLO\�FRP PD\�EH�IDPLOLDU�ZLWK�KLV�UHFHQW�DUWLFOH��7KH�)DWKHU��$ )DPLO\¶V�:HDNHVW�/LQN��'U��%DVNHUYLOOH�ZULWHV��7KDQNV�WR�D�UHFHQW�FRXUW�FDVH�LQ�0DVVDFKXVHWWV��LVVXHV�RI�PDUULDJH�DQG�IDPLO\�QRZ�FRYHU�WKH�IURQW�SDJHV��%XW�WKH�IDPLO\�FULVLV�LV�PXFK�ODUJHU�WKDQ�VDPH�VH[�PDUULDJH�RU�KRPRVH[XDOLW\��,Q�KLV�ILUVW�PHVVDJH DV�$&)&�SUHVLGHQW��-DQXDU\�����������'U��%DVNHUYLOOH�ZULWHV��:H�VWDQG�DW�D�FULWLFDO�SRLQW��)DPLOLHV�WRGD\�DUH�XQGHU�DWWDFN�DV�QHYHU�EHIRUH��%XW�WKLV�DWWDFN�GRHV�QRW�FRPH�SULPDULO\�IURP�SRUQRJUDSK\��WHOHYLVLRQ��URFN�PXVLF��GUXJV��RU�HYHQ�KRPRVH[XDOLW\��7KH�DWWDFN�FRPHV�IURP�JRYHUQPHQW��DQG�LW�WDUJHWV�WKH�IDPLO\
V�ZHDNHVW�DQG�PRVW�YXOQHUDEOH�SRLQW��WKH�IDWKHU��/LEHUDOV�DQG�FRQVHUYDWLYHV�QHHG�WR�EH�FRQYLQFHG�WKDW�IDPLOLHV�DUH�XQGHU�DWWDFN��DQG�XQGHUVWDQG�ZKR�WKH�DJJUHVVRU�LV��0RUHRYHU��WKH\�QHHG�WR�XQGHUVWDQG�ZKDW�WKH�SUREOHP�UHDOO\�LV��DQG�EHJLQ�IRFXVLQJ�RQ�REMHFWLYH�HYLGHQFH��DQDO\VLV��DQG�WKH�FRQVHTXHQFHV�RI�IDPLO\�SROLWLFV��7R�EH�EOXQW��PDQ\�SHRSOH�QHHG�WR�VWDUW�E\�UHFRJQL]LQJ�WKDW�IDPLO\�LV�PRUH�LPSRUWDQW�WKDQ�SDUWLVDQ�SROLWLFV��2QO\�WKHQ��,�EHOLHYH��FDQ�WKH\�EHJLQ�WKH�SURFHVV�RI�GHSURJUDPPLQJ�WKDW�LV�QHFHVVDU\�LQ�RUGHU�WR�ORRN�WKHVH�LVVXHV�LQ�WKH�H\H�DQG�GHDO�ZLWK�WKHP�REMHFWLYHO\�5HSXEOLFDQV�EODPH��DFWLYLVW�MXGJHV��IRU�WKH�UHGHILQLWLRQ�RI�PDUULDJH��3HUKDSV�WKH�PRVW�DVWRXQGLQJ�SRVLWLRQ�,�KDYH�UHDG�LQ�D�FRQVHUYDWLYH�GLVFXVVLRQ�IRUXP�UHODWHV�WR�WKH�GHIHQVH�RI�WKLV�SRVLWLRQ��,�KDYH�EHHQ�WROG�WKDW�JRYHUQPHQW�KDV�DOZD\V�EHHQ�LQYROYHG�LQ�PDUULDJH�DQG�IDPLO\��:H�VKRXOG�QRW�EH�FRQFHUQHG�WKDW�JRYHUQPHQW��E\�DFWV�RI�&RQJUHVV�DQG�VWDWH�OHJLVODWXUHV��KDV�EHFRPH�PRUH�LQYROYHG�LQ�UHFHQW�\HDUV��2QO\�WKH�FRXUWV���DFWLYLVW�MXGJHV���PXVW�EH�VWRSSHG�IURP�H[WHQGLQJ�JRYHUQPHQW�LQYROYHPHQW�RQ�WKHLU�RZQ�,�DP�DVWRXQGHG�E\�WKH�H[SUHVVLRQ�RI�WKLV�YLHZ�LQ�D�FRQVHUYDWLYH�GLVFXVVLRQ�IRUXP�EHFDXVH�RQ�LWV�IDFH�LW�LV�REYLRXVO\�QRW�D�FRQVHUYDWLYH�YLHZ��,�ILQG�LW�RGG��EXW�QRW�SDUWLFXODUO\�XQXVXDO��ZKHQ�5HSXEOLFDQV�VXSSRUW�WKH�HYHU�JURZLQJ�FDQFHU�RI�JRYHUQPHQW�LQWUXVLRQ�LQWR�SULYDWH�OLIH��,�DOVR�ILQG�WKH�DUJXPHQW�ZHDN�DQG�UDWKHU�RIIHQVLYH��:H�PLJKW�OLNH�WR�LPDJLQH�WKDW�MXGJHV�WKHPVHOYHV�DUH�QRQ�SDUWLVDQ��WKXV�LW�ZRXOG�IROORZ�WKDW�SROLWLFDO�SDUWLHV�DUH�QRW�WR�EODPH�IRU�MXGLFLDO�DFWLYLVP��$OWKRXJK�,�EHOLHYH�WKDW�PDQ\�MXGJHV�GR�KDYH�VWURQJ�SDUW\�DIILOLDWLRQV��DQG�WKDW�LQ�LWVHOI�LV�D�SUREOHP��WKDW�LV�QRW�WKH�ZRUVW�RI�LW��:H�DSSDUHQWO\�PXVW�DOVR�EHOLHYH�WKDW�MXGLFLDO�GHFLVLRQV�DUH�QRW�HIIHFWHG�E\�WKH�ODZV�ZULWWHQ�E\�&RQJUHVV�DQG�VWDWH�OHJLVODWXUHV��7KXV��HQDEOLQJ�XV�WR�MXGJH�MXGLFLDO�DFWLYLVP�DV�VRPHWKLQJ HQWLUHO\�LQGHSHQGHQW�RI�OHJLVODWLYH�DFWLYLVP��7KHUHIRUH��ZH�VKRXOG�LJQRUH�WKH�UROH�RI�VWDWH�OHJLVODWRUV��FRQJUHVVPHQ��JRYHUQRUV��DQG�SUHVLGHQWV�LQ�WKH�GHVWUXFWLRQ�RI�PDUULDJH�DQG�IDPLO\�GXULQJ�WKH�SHULRG�ZKHQ�ZH�DUH�FRQVLGHULQJ�KRZ�WR�FDVW�RXU�YRWHV��3LW\�WKH�SRRU�IRRO�ZKR�IDOOV�IRU�WKDW�RQH��WKH�XOWLPDWH�SROLWLFDO�GRGJH�7KH�DUJXPHQW�KDV�EHHQ�SXW�IRUWK�WKDW�WKH�VXGGHQ�ILQGLQJ�RI�D�FRQVWLWXWLRQDO�UHTXLUHPHQW�WR�UHFRJQL]H�VDPH�VH[�XQLRQV��UHJDUGOHVV�RI�ZKDW�WKH\�DUH�FDOOHG��DV�HTXLYDOHQW�WR��PDUULDJH��GLG QRW�LQ�IDFW�DSSHDU�VXGGHQO\�RXW�RI�QRZKHUH��7KHUH�LV�D�KLVWRU\�RI�GHQLDO�RI�PDUULDJH�DQG�IDPLO\�DV�IXQGDPHQWDO�LQVWLWXWLRQV�OLQNHG�WR�IXQGDPHQWDO�ULJKWV��7KH�URDG�WR�WKH�GHFLVLRQ�ZDV�SDYHG�ZLWK�UHODWLYHO\�UHFHQW�IHGHUDO�UHIRUPV�DQG�ELOOLRQV�DQG�ELOOLRQV�RI�GROODUV�LQ�IHGHUDO�IXQGLQJ��7KH�SUREOHP�KDV�QRW�EHHQ�MXGLFLDO�DFWLYLVP�VR�PXFK�DV�MXGLFLDO�LQDFWLYLVP��WKH�UHIXVDO�RI�WKH�FRXUWV�WR�RYHUWXUQ�ODZV�WKDW�DUH�WRR�LQWUXVLYH�DQG�WKDW�KDYH�WUDPSOHG�IDPLO\�ULJKWV�,W�KDV�QRW�EHHQ�SDUWLFXODUO\�VXUSULVLQJ�WR�PH�WKDW�VRPH�FRQVHUYDWLYHV�DQG�OLEHUDOV�VWLOO�GR�QRW�XQGHUVWDQG�WKDW�PDUULDJH�DV�ZH�NQHZ�LW�ZDV�HIIHFWLYHO\�DEROLVKHG�EHIRUH�WKH�0DVVDFKXVHWWV�GHFLVLRQ��8QOHVV�VRPHRQH�KDV�JRQH�WR�D�JUHDW�SHUVRQDO�HIIRUW�WR�UHVHDUFK�DQG�XQGHUVWDQG�IDPLO\�ODZ�UHIRUPV�RYHU�WKH�SDVW�WZR�GHFDGHV��RU�UHJXODUO\�UHDGV��L!0HQV1HZV'DLO\�FRP��L!�RU�LQIRUPDWLRQ�IURP�DQRWKHU�FRPSHWHQW�VRXUFH��KRZ�ZRXOG�WKH\�NQRZ"�'HVSLWH�WKH�IDFW�WKDW�WKH�IXQGDPHQWDO�VRFLDO�LQVWLWXWLRQ�KDV�XQGHUJRQH�D�FRPSOHWH�OHJDO�WUDQVIRUPDWLRQ��VR�FDOOHG��PDLQVWUHDP�PHGLD��KDV�UHPDLQHG�VLOHQW��7KH�UHFHQW�LQWUXVLRQ�RI�JRYHUQPHQW�LQWR�IDPLO\�OLIH�LV�QRW�PHUHO\�D�PDWWHU�RI�GHJUHH��,I�LW�ZDV��UHGXFLQJ�WKH�ULJKWV�RI�KHWHURVH[XDOV�IRU�WKH�VDNH�RI�H[SDQGLQJ�JRYHUQPHQW�FRQWURO�ZRXOG�QRW�KDYH�OHG�WR�WKH�ELUWK�RI�QHZ�ULJKWV�IRU�KRPRVH[XDOV��7KH�FRPSOHWH�GHVWUXFWLRQ�RI�PDUULDJH�DQG�IDPLO\��OHJDOO\��DV�ZH�NQHZ�LW��ZDV�QHFHVVDU\�EHIRUH�D�FRQVWLWXWLRQDO�ULJKW�IRU�VDPH�VH[�PDUULDJH�FRXOG�ULVH�DV�D�SKHQL[�IURP�WKH�DVKHV�)RU�PRUH�WKDQ�WZR�FHQWXULHV��IDPLO\�DQG�WKH�LQVWLWXWLRQ�RI�PDUULDJH�ZHUH��UHFRJQL]HG�E\�ODZ��LQ�WKH�8QLWHG�6WDWHV��7KHUH�LV�D�IXQGDPHQWDO�GLIIHUHQFH�WRGD\��LQ�WKDW�PDUULDJH�DQG�IDPLO\�LVVXHV�DUH�HQWLUHO\��SROLWLFDOO\�FRQWUROOHG���7R�EH�UHFRJQL]HG�E\�ODZ�LV�DFFHSWLQJ�RI�PDUULDJH�DQG�IDPLO\�DV�VRPHWKLQJ�FUHDWHG�RXWVLGH RI�JRYHUQPHQW��VR�LPSRUWDQW�WKDW�ODZV�DUH�QHHGHG�WR�UHFRJQL]H�LW��EXW�VR�HVWDEOLVKHG�LQ�WKH�SULYDWH�GRPDLQ�WKDW�LW�PXVW�EH�UHVSHFWHG�DQG�SURWHFWHG�DV�LQYROYLQJ�IXQGDPHQWDO�ULJKWV��%\�WKH�WLPH�WKH�0DVVDFKXVHWWV�GHFLVLRQ�ZDV�PDGH���6LPSO\�SXW��WKH�JRYHUQPHQW�FUHDWHV�FLYLO�PDUULDJH������,Q�D�UHDO�VHQVH��WKHUH�DUH�WKUHH�SDUWQHUV�WR�HYHU\�FLYLO�PDUULDJH��WZR�ZLOOLQJ�VSRXVHV�DQG�DQ DSSURYLQJ�6WDWH������&LYLO�PDUULDJH�LV�FUHDWHG�DQG�UHJXODWHG�WKURXJK�H[HUFLVH�RI�WKH�SROLFH�SRZHU��,�NQRZ�WKDW�,�ZLOO�JHW�DUJXPHQWV�UHJDUGLQJ�WKH�IDFWXDO�QDWXUH�RI�VXFK�VWDWHPHQWV�LQ�UHIHUHQFH�WR��FLYLO�PDUULDJH���,Q�WKH�H\HV�RI�WKH�0DVVDFKXVHWWV�FRXUW���FLYLO�PDUULDJH��PXVW�EH�VHHQ�DV�GLVWLQFW�IURP�PDUULDJH�SHUFHLYHG�LQ�UHODWLRQ�WR�WUDGLWLRQ�DQG�UHOLJLRXV�SUHIHUHQFH��
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6RPH�VRFLDO�FRQVHUYDWLYHV�LQ�IDFW�DUJXH�RQ�UHOLJLRXV�JURXQGV��ZLWK�WKDW�EHLQJ�WKHLU�RQO\�REMHFWLRQ��0DUULDJH�DQG�IDPLO\�KDYH�EHHQ�UHFRJQL]HG�DQG�UHVSHFWHG�E\�WUDGLWLRQ�DQG�E\�UHOLJLRQV�WKURXJKRXW�WKH�ZRUOG�± EHFDXVH�RI�ZKDW�WKH\�DUH���,W�LV�DQ�IDOVH�DQG�HQWLUHO\�ULGLFXORXV�DUJXPHQW�WKDW�EHFDXVH�PDUULDJH�DQG�IDPLO\�DUH�ZLGHO\�UHFRJQL]HG�DQG�UHVSHFWHG��RXWVLGH�RI�FLYLO�ODZ�DQG�SURFHVV��WKDW�VLPLODU�UHFRJQLWLRQ�DQG�UHVSHFW�ZLWKLQ�FLYLO�ODZ�LV�XQFRQVWLWXWLRQDO��7KH�UHDO�EDVLV�RI�WKH�QHZ�FRQVWLWXWLRQDO�ULJKW�IRU�VDPH�VH[�PDUULDJH�LV�WKDW�PDUULDJH�DQG�IDPLO\�QRZ�H[LVW�RQO\�DV�FLYLO�LQVWLWXWLRQV��FUHDWHG�DQG�FRQWUROOHG�E\�SROLWLFDO�SURFHVVHV��GHILQHG�E\�DUELWUDU\�JRYHUQPHQW�VHUYLFHV�DQG�DUELWUDU\�SROLWLFDOO\�GHWHUPLQHG�SULYLOHJHV�DQG�UHVWULFWLRQV��$Q\WKLQJ�WKDW�PD\�EH�FRQQHFWHG WR�WUDGLWLRQ�RU�UHOLJLRXV�SUDFWLFH�DQG�EHOLHI�KDV�EHHQ�DEROLVKHG�UHJDUGOHVV�RI�LWV�IXQGDPHQWDO�PHDQLQJ��LPSRUWDQFH�WR�VRFLHW\��DQG�WKH�HIIHFW�DEROLVKPHQW�ZLOO�KDYH�RQ�SDUHQWV�DQG�FKLOGUHQ��0DUULDJH�DQG�IDPLO\�QRZ�PHDQV�ZKDWHYHU�SROLWLFLDQV�GHILQH�WKHP�WR�PHDQ�DQG�RQO\�ZKDW�WKH\�GHILQH�WKHP�WR�PHDQ��7KH�QDWXUH�RI�PDUULDJH�DQG�IDPLO\�KDV�EHHQ�DEROLVKHG��%XW�LW�ZDV�QRW�D�VXGGHQ�GHDWK��7KH�0DVVDFKXVHWWV�GHFLVLRQ�ZDV�RQO\�D�SURQRXQFHPHQW�WKDW�ZDV�ILQDOO\�VR�REYLRXV�WKDW�LW�FRXOG�QRW�EH�DYRLGHG�LQ��PDLQVWUHDP��SXEOLF�GLVFXVVLRQ�$V�EDG�DV�WKH�VLWXDWLRQ�LV�IRU�PDUULDJH�DQG�IDPLO\��WKH�RYHUDOO�VLWXDWLRQ�LV�ZRUVH��7KH�WUDQVIRUPDWLRQ�RI�PDUULDJH�DQG�IDPLO\�IURP�HVWDEOLVKHG��OHJDOO\�UHFRJQL]HG�LQVWLWXWLRQV�WR�SROLWLFDOO\�FRQWUROOHG�VHUYLFHV��SULYLOHJHV��DQG�UHVWULFWLRQV�PDUNV�D�IXQGDPHQWDO�FKDQJH�LQ�WKH�UHODWLRQVKLS�EHWZHHQ�JRYHUQPHQW�DQG�WKH�SHRSOH��,W�LV�QRW�VR�PXFK�WKURXJK�MXGLFLDO�DFWLYLVP��EXW�MXGLFLDO�LQDFWLYLVP�WKDW�KDV�DOORZHG�WKLV�WR�RFFXU��&RXUWV�KDYH�EHHQ�PRUH�HQJDJHG�LQ�SDUWLVDQ�SROLWLFV��L�H��RQ�WKH�VLGH�RI�SDUWLHV�UDWKHU�WKDQ�LQ�RSSRVLWLRQ��WKDQ�LQ�SHUIRUPLQJ�WKHLU�GXW\�WR�GHIHQG�IXQGDPHQWDO�ULJKWV��$V�D�UHVXOW��PDUULDJH�DQG�IDPLO\�DUH�QR�ORQJHU�IXQGDPHQWDOO\�SURWHFWHG��EXW�KDYH�EHHQ�UHGXFHG�WR�PHUH�FUHDWLRQV�RI�FLYLO�ODZ�FRQWUROOHG�HQWLUHO\�DQG�DUELWUDULO\�E\�SROLWLFDO�GHFLVLRQV��$V�VXFK���SKHQL[�IURP�WKH�ILUH��WKH��L!HTXDO�SURWHFWLRQ�FODXVH��L!�KDV�D�EURDGHU�DQG�PXFK�PRUH�DUELWUDU\�UHDFK��7KDW�LV�ZK\�WKH�0DVVDFKXVHWWV�GHFLVLRQ�FDPH�QRZ��ZKHQ�QR�VXFK�GHFLVLRQ�ZDV�JLYHQ�E\�DQ\�FRXUW�IRU�PRUH�WKDQ�WZR�FHQWXULHV��+RPRVH[XDOV�KDYH�WKH�VDPH�DFFHVV�WR�DUELWUDU\��SROLWLFDOO\�GHILQHG�VWDWXWRU\�ULJKWV�DQG�REOLJDWLRQV�DV�HYHU\RQH�HOVH��,W�ZDV�FRQJUHVVLRQDO�DQG�OHJLVODWLYH�DFWLYLVP�WKDW�OHG�WR�WKH�GHFLVLRQ�
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6WURQJ�0RPHQWXP�IRU�(8�6NHSWLFVKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�QHZVZLUH�QHZV����������QHZVZLUH�������KWP
5RJHU�)��*D\�IRU�01'�1HZV:LUH����������672&.+2/0 ± )RUW\�WZR�SHUFHQW�RI�6ZHGLVK�YRWHUV�SROOHG�E\�*DOOXS�RYHU�WKH�ZHHNHQG�EHOLHYH�WKDW�D�QHZ�SDUW\�LV�QHHGHG�WR�RSSRVH�WKH�ZKROHVDOH�WUDQVIHU�RI�SROLWLFDO�SRZHU�IURP�LQGLYLGXDO�VWDWHV�WR�WKH�(XURSHDQ�8QLRQ��7ZHQW\�VHYHQ�SHUFHQW�ZHUH�XQGHFLGHG�7KH�SROO�VKRZV�VWURQJ�LQWHUHVW�LQ�WKH�SODQ�WR�EXLOG�D�QHZ�(8�VNHSWLFV�SDUW\��WKH�EUDLQ�FKLOG�RI�6ZHGLVK�HFRQRPLVW�1LOV�/XQGJUHQ��6XSSRUW�IRU�D�QHZ�SDUW\�LV�VRPHZKDW�VWURQJHU�DPRQJ�PHQ�DQG�WKH�SROO�DOVR�VKRZV�LQFUHDVLQJ�VNHSWLFLVP�RI�WKH�(8�DPRQJ�ROGHU�YRWHUV�2QH�TXDUWHU�RI�YRWHUV�FXUUHQWO\�VD\�WKH\�ZRXOG�FRQVLGHU�YRWLQJ�IRU�D�SDUW\�RI�(8�VNHSWLFV�LQ�WKH�(XURSHDQ�SDUOLDPHQWDU\�HOHFWLRQ�LQ�-XQH��DFFRUGLQJ�WR�WKH�SROO�WKDW�ZDV�FRQGXFWHG�IRU�79��1HZV DQG�([SUHVVHQ��7KLUW\�WZR�SHUFHQW�ZHUH�XQGHFLGHG)RUW\�ILYH�SHUFHQW�VD\�WKDW�WKHLU�YLHZ�RI�WKH�(8�KDV�ZRUVHQHG�VLQFH�UHMHFWLQJ�PHPEHUVKLS�LQ�WKH�(XURSHDQ�0RQHWDU\�8QLRQ��WKH�(08�LQ�D�UHIHUHQGXP�ODVW�\HDU��7KLUW\�SHUFHQW�ZHUH�XQGHFLGHG�DQG�HOHYHQ�SHUFHQW�JDYH�QR�DQVZHU�WR�WKLV�ODVW�TXHVWLRQ��6LQFH�DQQRXQFLQJ�SODQV�WR�EXLOG�D�QHZ�SDUW\��0U��/XQGJUHQ�KDV�KDG�GLIILFXOW\�UHFUXLWLQJ�VHDVRQHG�SROLWLFLDQV�IURP�DPRQJVW�WKRVH�ZKR�OHG�RSSRVLWLRQ�WR�PHPEHUVKLS�LQ�WKH�(08��-RLQLQJ�WKH�QHZ�SDUW\�ZRXOG�PHDQ�OHDYLQJ�SDUWLHV�WKDW�DUH�ZHOO�HVWDEOLVKHG��(VWDEOLVKHG�SROLWLFLDQV�KDYH�DQQRXQFHG�SODQV�WR�HIIHFW�WKHLU�RZQ�SDUWLHV
�SODWIRUPV��$�NH\�TXHVWLRQ�LV�ZKHWKHU�IXWXUH�SURSRVDOV�IRU�DQ�(8�FRQVWLWXWLRQ�ZLOO�EH�VXEPLWWHG�WR�WKH�SHRSOH�LQ�D�UHIHUHQGXP�UDWKHU�WKDQ�OHDYLQJ�VXFK�D�PRPHQWRXV�GHFLVLRQ�WR�SROLWLFLDQV�
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)DWKHUV�&DQ�'HFLGH�7KH�(OHFWLRQKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������$�*DOORS�SROO�SXEOLVKHG�LQ�1HZVZHHN VKRZV�-RKQ .HUU\�OHDGLQJ�WKH�SUHVLGHQW�E\���SRLQWV�± ���WR�����VLJQDOLQJ�DQ�HQG�WR�WKH�VHQVH�WKDW�*HRUJH�:��%XVK�LV�JXDUDQWHHG�D�VHFRQG�WHUP��,W
V�EHJLQQLQJ�WR�ORRN�PRUH�OLNH�WKH�UDFH�LQ������LQ�ZKLFK�HYHU\�YRWH�FRXQWHG�%RWK�VLGHV�ZLOO�KDYH�YLHZV�RQ�PHGLFDO�FRYHUDJH��WKH�WLPH�WDEOH�IRU�OHDYLQJ�,UDT��PDUULDJH��DQG�WKH�HFRQRP\��%XW�JHQHUDOO\�VSHDNLQJ�±WKH\
UH�DOO�IRU�WKDW��,Q�D FORVH�UDFH��WKRVH�H[WUD�SHUVRQDOO\�LPSRUWDQW�LVVXHV�WKDW�GULYH�SHRSOH�WR�YRWLQJ�ERRWKV�RU�FDXVH�WKHP�WR�LJQRUH�WKH�HOHFWLRQ�LQ�IUXVWUDWLRQ�FDQ�IRUFH�WKH�ILQDO�UHVXOW�RQH�ZD\�RU�WKH�RWKHU�$�FODVVLF�JHQHUDO�LVVXH�OLNH�WD[HV�DQG�VSHQGLQJ�ZLOO�QRW�GHFLGH�WKH�HOHFWLRQ��3RVLWLRQV�DUH�IL[HG��'HPRFUDWV�ZLOO�VSHQG�PRUH�DQG�WD[�PRUH��5HSXEOLFDQV�ZLOO�VSHQG�PRUH�DQG�ERUURZ�PRUH��'HPRFUDWV�ZLOO�JHW�PRUH YRWHV�IURP�SHRSOH�ZKR�SD\�OLWWOH�RU�QR�WD[HV��5HSXEOLFDQV�ZLOO�GR�EHWWHU�DPRQJ�WKRVH�ZKR�SD\�WKH�ELOOV��7KH�VWURQJHVW�UHDFWLRQV�WR�WKHVH�ELJ�LVVXHV�DQG�ZKHWKHU�ZH�VKRXOG�KDYH�JRQH�WR�ZDU�ZLWKRXW�8�1��DSSURYDO�DUH�DOUHDG\�EXLOW�LQWR�FXUUHQW�SROOV�UHIOHFWLQJ�D�UHODWLYHO\�VWDEOH�FRUH�IRU�ERWK�SDUWLHV��(OHFWLRQV�DUH�GHFLGHG�E\�WKRVH�ZKR�VZLQJ�)HPLQLVWV�KDYH�DOUHDG\�DVVHUWHG�WKHLU�KLVWRULF�FODLP�WKDW�ZRPHQ�ZLOO�GHFLGH�WKH�HOHFWLRQ�EXW�QRERG\�EHOLHYHV�WKHP��+DUG�FRUH��OHVELDQ��PDQ�KDWLQJ�IHPLQLVWV�GR�QRW�UHSUHVHQW�WKH�PDMRULW\�RI�ZRPHQ��:KDW�WKH\�UHSUHVHQW�LV�D�VPDOO�EXW�VWDEOH�JURXS�RI�'HPRFUDW�3DUW\�OREE\LVWV�ZKR�ZDQW�+LOODU\�WR�EH�SUHVLGHQW�± QRW�WKH�VZLQJ�YRWHUV�ZKR�FDQ�FKDQJH�WKH�RXWFRPH��7KH\�GRQ
W�PDWWHU�7KHUH�DUH�WHQV�RI�PLOOLRQV�RI�GLYRUFHG�DQG�QHYHU�PDUULHG�IDWKHUV�LQ�WKH�8QLWHG�6WDWHV�DQG�MXVW�DERXW�DV�PDQ\�VWRULHV�RI�LQMXVWLFH��7KHUH�DUH�DGGLWLRQDO�VWRULHV�IURP�PHQ�ZKR�DUH�QRW�IDWKHUV�EXW�DUH�IRUFHG�WR�SD\�FKLOG�VXSSRUW�IRU�FKLOGUHQ�WKDW�DUH�QRW�WKHLUV��7KHVH�IDWKHUV�DUH�QRW�WKH�RQO\�SHRSOH�ZKR�DUH DZDUH�WKDW�PDUULDJH�DQG�IDPLO\�LVVXHV�DUH�LPSRUWDQW��7KH�FUDFN�LQ�WKH�LQVWLWXWLRQ�RI�PDUULDJH�KDV�ILQDOO\�EHFRPH�VR�ODUJH�WKDW�JHQHUDO�SXEOLF�LJQRUDQFH�LV�QR�ORQJHU�D�SROLWLFDO�VKLHOG�)RU�GHFDGHV��'HPRFUDWV��DORQJ�ZLWK�DW�OHDVW�RQH�5HSXEOLFDQ�SUHVLGHQW� OHG�DQ�DVVDXOW�DJDLQVW�IDWKHUKRRG��IDPLO\��DQG�$PHULFDQ�MXVWLFH��7KH\�GHVWUR\HG�PDUULDJH�DQG�IDPLO\�OHJDOO\��DQG�HOLPLQDWHG�IDPLO\�ULJKWV��EDVLF�KXPDQ�ULJKWV�WKDW�DOO�$PHULFDQV�VKRXOG�VKDUH��%XW�UHFHQWO\�5HSXEOLFDQV�KDYH�KDG�FRQWURO�RI�ERWK�KRXVHV�RI�&RQJUHVV�DQG�WKH�SUHVLGHQF\��*LYHQ�WKH�RSSRUWXQLW\�WR�DGGUHVV�WKH�SUREOHP��WKH�5HSXEOLFDQ�H[SHULHQFH�KDV�EHHQ�D�JUHDW�GLVDSSRLQWPHQW��5HSXEOLFDQV�KDYH�IDLOHG�WR�WDNH�D�YLDEOH�SRVLWLRQ��3UHVLGHQW�%XVK�EODPHV�DFWLYLVW�MXGJHV�IRU�WKH�UHGHILQLWLRQ�RI�PDUULDJH�DQG�ZDQWV�WR�DYRLG�IDPLO\�LVVXHV�E\�OHDYLQJ�WKHP�WR�VWDWHV��6RXQGV�IDLU�HQRXJK��%XW�ZKDW�VWDWHV�GR��LQFOXGLQJ�WKH�FRXUWV��LV�FRQWUROOHG�WR�D�YHU\�JUHDW�H[WHQW�E\�IHGHUDO�UHJXODWRUV��WKH�JUHDW�PDVV�RI�IHGHUDO�IDPLO\�VWDWXWHV�WKDW�KDYH�EHHQ�FUHDWHG�RYHU�WKH�SDVW�TXDUWHU�FHQWXU\��DQG�ELOOLRQV�RI�GROODUV�LQ�IHGHUDO�IXQGLQJ��/HDYLQJ�WKH�SUREOHP�WR�VWDWHV�LV�QRW�D�FUHGLEOH�RSWLRQ�XQOHVV�DFFRPSDQLHG�E\�WKH�UHSHDO�RI�IHGHUDO�ODZV��6LQFH�WKH�EHJLQQLQJ�RI�KLV�WHUP��WKH�SUHVLGHQW�KDV�EHHQ�RQ�WKH�RSSRVLWH�VLGH�RI�KLV�RZQ SRVLWLRQ�± ZLWK�D�GHVLUH�WR��EXLOG�RQ�ZKDW�ZH�DOUHDG\�KDYH��)DWKHUV�DUH�QRW�DVNLQJ�IRU�VSHFLDO�HQWLWOHPHQWV�DQG�DUH�QRW�FRPSHWLQJ�DJDLQVW�ZRPHQ
V�ULJKWV��1R�IDWKHUV
�JURXS�LV�OREE\LQJ�IRU�ORZHU�SD\�IRU�ZRPHQ�RU�WU\LQJ�WR�EORFN�ZRPHQ
V�DFFHVV�WR�FRQVWLWXWLRQDO�SURFHVV��7R�D�ODUJH�H[WHQW��WKH\�DUH�QRW�HYHQ�RSSRVLQJ�VSHFLDO�HQWLWOHPHQWV�IRU�ZRPHQ��,�NQRZ�RI�QR�IDWKHUV
�ULJKWV�JURXS�IRU�H[DPSOH��WKDW�KDV�UDOOLHG�DJDLQVW�WKH�H[WUD�����WKDW�ZDV�WKURZQ�LQWR�WKH�ZHOIDUH�HQWLWOHPHQW�IRU�QR�DSSDUHQW�UHDVRQ�GXULQJ�WKH�ODVW�HOHFWLRQ�VHDVRQ�:KDW�WKH\�ZDQW��E\�DQG�ODUJH��LV�UHLQVWDWHPHQW�RI�WKH�&RQVWLWXWLRQ�IRU�WKHPVHOYHV��DQG�HYHU\RQH�HOVH�LV�ZHOFRPH�WR�WKH�VDPH�ULJKWV��7KH\�ZDQW�WR�SXW�DQ�HQG�WR�FRUUXSWLRQ�LQ�JRYHUQPHQW�KDQGOLQJ�RI�IDPLO\�SROLF\��7KLV�LV�DQ�DUHD�WKDW�LV�HQWLUHO\�RSHQ�WR�ERWK�SDUWLHV��7KHUH�KDV�EHHQ�D�VXGGHQ�JURZWK�RI�DZDUHQHVV�RI�WKH�YLWDO�LPSRUWDQFH�RI�IDPLO\�LVVXHV��7KHUH�LV�D�KXJH�SRWHQWLDO�EHQHILW�DYDLODEOH�WR�FDQGLGDWHV�ZKR�DGGUHVV�IDPLO\�LVVXHV�KRQHVWO\��7KRVH�ZKR�IDLO�WR�GR�VR�DUH�UXQQLQJ�WKH KLJKHVW�ULVN�RI�SUHVHQWLQJ�WKHPVHOYHV�DV�GLVKRQHVW�DQG�LQFRPSHWHQW�7KH�QXPEHU�RI�HOLJLEOH�YRWHUV�ZKR�UHDOO\�FDUH�ZLOO�YHU\�OLNHO\�EH�PXFK�JUHDWHU�WKDQ�WKH�QXPEHU�LW�ZLOO�WDNH�WR�VZLQJ�WKH�HOHFWLRQ��7KHUH�DUH�VR�PDQ\�WKDW�WKH\�FRXOG�PDWWHU�PRUH�WKDQ�WKH�ODUJHVW�FDVK�GRQDWLRQV��7KH\�FRXOG�LQ�WKH�HQG�GHFLGH�WKH�HOHFWLRQ�
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(XURSHDQV�IRU�6WDWHV
�5LJKWVKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP5RJHU�)��*D\����������)UHQFK�OHDGHUV�KDYH�KLVWRULFDOO\�EHHQ�OHHU\�RI�FKDUDFWHUL]LQJ�(QJODQG�DV�D�WUXH�DQG�VWHDGIDVW�SDUW�RI�(XURSH��%ULWLVK�OHDGHUV�WHQG�WR�KROG�VWURQJHU�WR�WKH�LGHDV�RI�VWDWH�VRYHUHLJQW\�DQG�SURYLGH�DQ�DQFKRU�WR�WKH�:HVW��%XW�HYHQWV�LQ�6ZHGHQ�VHHP�WR�LQGLFDWH�WKDW�ROG�FRQWLQHQWDO�ZLVGRP�PD\�EH�RXW�RI�WRXFK�ZLWK�RWKHU�(XURSHDQV��1DWLRQDO�HFRQRPLVW�1LOV�/XQGJUHQ�KDV�DQQRXQFHG�SODQV�WR�HVWDEOLVK�D�QHZ�SROLWLFDO�SDUW\�WR�GHIHQG�VWDWHV
�ULJKWV��DQG�VWDWLVWLFDO�VXUYH\V�VXJJHVW�LW�LV�D�VRXQG�LGHD��+H�H[SHFWV�WKH�QHZ�SDUW\�WR�SDUWLFLSDWH�LQ�HOHFWLRQV�WR�WKH�(XURSHDQ�3DUOLDPHQW�LQ�-XQH�DQG�SUHGLFWV�WKH\�FRXOG�HQG�XS�ZLWK�DV�PDQ\�DV�WZHQW\�SHUFHQW�RI�WKH�DYDLODEOH�VHDWV�6ZHGHV�UHMHFWHG�WKH�(XUR LQ�D�UHIHUHQGXP�ODVW�6HSWHPEHU��,QGHSHQGHQW�SROOLQJ�VKRZHG�WKDW�WKH�YRWH�ZDV�WLHG�WR�UHMHFWLRQ�RI�D�PDVVLYH�SRZHU�VKLIW�WR�%UXVVHOV��6LQFH�WKHQ��SROOV�KDYH�VKRZQ�DQ�LQFUHDVH�LQ�(8�VNHSWLFLVP�7KH�DQWL�(XUR�FDPSDLJQ�ZDV�VXSSRUWHG�E\�IDU�OHIW�SDUWLHV�LQ�6ZHGHQ��/HDGHUV�RI�WKH�PDMRU�ULJKW�ZLQJ�SDUWLHV�VXSSRUWHG�WKH�(XUR�DORQJ�ZLWK�6ZHGHQ
V�ODUJHVW�SROLWLFDO�SDUW\��WKH�6RFLDO�'HPRFUDWV��%XW�LW�ZDV�FOHDU�HDUO\�RQ�WKDW�SROLWLFLDQV�DQG�WKH�SDUW\�IDLWKIXO�ZHUH�DEDQGRQLQJ�WKHLU�OHDGHUVKLS�WR�RSHUDWH LQGHSHQGHQW�DQWL�(XUR�FDPSDLJQV��6WURQJ�(8�VNHSWLFLVP�FXWV�DFURVV�WKH�ZKROH�SROLWLFDO�VSHFWUXP��EXW�WKH�OHDGHUV�RI�PDMRU�SDUWLHV�KDYH�EHHQ�SXVKLQJ�WR�DFFRPSOLVK�HYHU\�LQWHJUDWLRQ�VWHS�WKDW�FRPHV�XS�IRU�D�YRWH��WRR�EOLQGO\�LW�VHHPV�IRU�D�PDMRULW\�RI�WKH�SRSXODWLRQ��0U��/XQGJUHQ�ZRXOG�OLNH�WR�SURYLGH�DQ�DOWHUQDWLYH�PDGH�XS�RI�D�VHOHFW�JURXS�GUDZQ�IURP�VHYHUDO�SDUWLHV�WKDW�ZLOO�EH�ULJKW�LQ�KHDUW�RI�WKH�SRSXODU�PLGGOH�JURXQG�EXW�ZLWK�D�SULPDU\�PLVVLRQ�RI�HVWDEOLVKLQJ�OLPLWV�WR�WKH�(8�SRZHU�VKLIW�%UXVVHOV�IDLOHG�WR�JHW�DJUHHPHQW�RQ�D�QHZ�FRQVWLWXWLRQ�LQ�������DIWHU�LWV�VXSSRUWHUV�H[SUHVVHG�WKH�VDPH�LPSDWLHQFH�WR�JHW�WKH�MRE�GRQH�DV�ZLWK�HVWDEOLVKLQJ�D�IXOO\�LQGHSHQGHQW�,UDT���7KH�SURSRVHG�FRQVWLWXWLRQ�ZRXOG�KDYH�VHW�WKH�VWDJH�IRU�DQ�XQOLPLWHG�SRZHU�VKLIW�ZLWKRXW�VKLHOGLQJ�VWDWHV�RU�SURYLGLQJ�JXDUDQWHHV�RI�EDVLF�KXPDQ�ULJKWV��7KH�PRVW�ZHOO�SXEOLFL]HG�FRPSODLQW�ZDV�WKH�H[WHQW�WR�ZKLFK�SRZHU�ZRXOG�KDYH�UHVWHG�LQ�WKH�KDQGV�RI�WKH�)UHQFK�*HUPDQ�D[LV��'XULQJ�81�6HFXULW\�&RXQFLO�GHEDWHV�RQ�WKH�:DU�LQ�,UDT��)UDQFH�DQG�*HUPDQ\�SOD\HG�WKH�DQWL�$PHULFDQ�FDUG�LQ�D�ELG�WR�HVWDEOLVK�D�SHUFHLYHG�QHHG�IRU�D�UDSLG�SRZHU�VKLIW�DQG�LQFUHDVHG�PLOLWDU\�LQGHSHQGHQFH��2QH�UHDVRQ�IRU�WKH�LPSDWLHQFH�ZDV�WKDW�IXWXUH�SURSRVDOV�ZLOO�IDFH�DQ�HYHQ�ODUJHU�FRQVWLWXHQF\�IURP�WKH�1HZ�(XURSH��-DFTXH�&KLUDF�KDG�RSHQO\�DGYHUWLVHG�KLV�GHVLUH�WR�HVWDEOLVK�WKH�(8
V�IRXQGDWLRQ�EHIRUH�LWV�QHZHVW�PHPEHUV�IURP�WKH�HDVW�ZHUH�HOLJLEOH�WR�YRWH��%XW�UHMHFWLRQ�RI�WKH�SURSRVHG�FRQVWLWXWLRQ�VHHPV�WR�LQGLFDWH�WKDW�HYHQ�FXUUHQW�YRWLQJ�PHPEHUV�DUH�QRW�LQWHUHVWHG�LQ�UHSHDWLQJ�WKH�6RYLHW�H[SHULHQFH�RI�D�KLJKO\�FHQWUDOL]HG�VRFLDOLVW�JRYHUQPHQW�6ZHGLVK�SROOV�UHIOHFW�DQ�LQFUHDVHG�UHVLVWHQFH�WR�D�PDMRU�UHVWUXFWXULQJ�RI�(XURSHDQ�SROLWLFDO�SRZHU��6XSSRUWHUV�RI�WKH�SRZHU�VKLIW�SURPRWHG�ZKDW�LQ�HIIHFW�ZRXOG�EH�D�VLQJOH (XURSHDQ�VXSHU�VWDWH�WKH\�VD\�ZRXOG�PDLQWDLQ�(XURSHDQ�LGHQWLW\�E\�UHIOHFWLQJ�WKH�LGHDOV�RI�LWV�PHPEHU�VWDWHV��7KDW�ZRXOG�EH�GRQH�E\�VHL]LQJ�FRQWURO�RI�SROLF\�GHFLVLRQV�HQFRPSDVVHG�LQ�WKH�H[WHQVLYH�ERG\�RI�WUHDWLHV�WKDW�FXUUHQWO\�GHILQH�WKH�(XURSHDQ�8QLRQ� %XW�PRUH�(XURSHDQV�DUH�H[SUHVVLQJ�WKH�EHOLHI�WKDW�SUHVHUYDWLRQ�RI�VWDWHV
�ULJKWV�DQG�HVWDEOLVKHG�GHPRFUDWLF�V\VWHPV�DUH�WKH�RQO\�ZD\�WR�PDLQWDLQ�WKH�UHDO�WKLQJ�7KH�QH[W�KXUGOH�IDFHG�E\�0U��/XQGJUHQ�LV�WKH�HIIRUW�WR�FRQYLQFH�SROLWLFLDQV�WR�EUHDN�WLHV�ZLWK�HVWDEOLVKHG�SROLWLFDO�SDUWLHV�WR�MRLQ�KLV�QHZ�LQYHQWLRQ��6ZHGLVK�VWDWH�WHOHYLVLRQ�UHSRUWV�WKDW�DW�OHDVW�IRXU�SRVVLEOH�FDQGLGDWHV�IURP�WKUHH�SROLWLFDO�SDUWLHV�KDYH�DOUHDG\�WXUQHG�GRZQ�WKH�LQYLWDWLRQ��7KH�H[WHQW�WR�ZKLFK�H[SHULHQFHG�SROLWLFLDQV�ZLOO�EH�LQYROYHG�UHPDLQV�WR�EH�VHHQ��,Q�DQ\�FDVH��0U��/XQGJUHQ�H[SHFWV�WR�DQQRXQFH�OHDGLQJ�FDQGLGDWHV�ZLWKLQ�WZR�ZHHNV�
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,V�.HUU\�8S�7R�)LJKWLQJ�6SHFLDO�,QWHUHVWV"KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP
5RJHU�)��*D\����������)URQW�UXQQHU�+RZDUG�'HDQ�ORVW�JURXQG�TXLFNO\�DIWHU�VQHDNLQJ�LQWR�FKXUFKHV�LQ�,RZD�IRU�SKRWRV�DQG�D�FKDQFH�WR�EH�VHHQ�VWDQGLQJ�QH[W�WR�-LPP\�&DUWHU��0RVW�SURIHVVLRQDO�SXQGLWV�KDYHQ
W�ILJXUHG�RXW�H[DFWO\ ZK\�'HDQ�ILQLVKHG�D�GLVWDQW�WKLUG��EXW�D�IHZ�TXLFN�LQWHUYLHZV�ZLWK�VRPH�UHDO�SHRSOH�VXJJHVW�DQ�HQWLUHO\�XQH[SHFWHG�GHYHORSPHQW�LQ�8�6��SROLWLFV��9RWHUV�PLJKW�FDUH�DERXW�KRQHVW\�DQG�LQWHJULW\��'HDQ�OHIW�QR�GRXEW�WKDW�KH�KDV�QHLWKHU�7KH�ZD\�WKH�HOHFWLRQ�SURFHVV�ZRUNV��WKH�SULPDU\�FKRLFHV�DUH�EHWZHHQ�WKRVH�ZKR�DUH�UXQQLQJ��DQG�-RKQ�.HUU\�UHFHLYHG�WKH�EHQHILWV��D�FDQGLGDWH�ZKR�KDG�QRW�SUHYLRXVO\�UHFHLYHG�PXFK�DWWHQWLRQ�DQG�ZDV�EDGO\�LQ�QHHG�RI�FDVK�WR��JHW�KLV�PHVVDJH�RXW���%HIRUH�WKH�DQDO\VLV�RI�KLV�VXFFHVV JHWV�WRR�IDU�RXW�RI�FRQWURO��LW�PLJKW�EH�ZRUWKZKLOH�WR�FRQVLGHU�WKH�IDFW�WKDW�KH
G�ORVW�KLV�YRLFH�EHIRUH�WKH�,RZD�FDXFXV�DQG�IDLOHG�WR�VKRZ�XS�DW�VRPH�HYHQWV�DOWRJHWKHU��3HUKDSV�LW
V�ZRUWK�FRQVLGHULQJ�WKDW�GXULQJ�WKH�H[DFW�SHULRG�KH�ZDV��JDLQLQJ�PRPHQWXP� KH�ZDV�NHHSLQJ�KLV�PRXWK�VKXW�DQG�HQMR\LQJ�+RZDUG�'HDQ
V�VHOI�GHVWUXFWLYH�H[XEHUDQFH�,Q�KLV�YLFWRU\�VSHHFK�KRZHYHU��.HUU\�PD\�KDYH�VXFFHHGHG�LQ�VWLFNLQJ�KLV�$FKLOOHV�KHDO�GLUHFWO\�LQWR�KLV�JDSLQJ�PRXWK���:H�FDPH�IURP�EHKLQG�KHUH��DQG�ZH�FDPH�IRU�D�ILJKW KHUH��DQG�P\�PHVVDJH�LV�QRZ�WR�WKH�VSHFLDO�LQWHUHVW�ZKR�FDOO�WKH�:KLWH�+RXVH�KRPH��:H
UH�FRPLQJ�WR�\RX��������\RX�VWRRG�ZLWK�PH���.HUU\�WROG�VXSSRUWHUV���VR�WKDW�ZH�FDQ�WDNH�RQ�*HRUJH�%XVK�DQG�WKH�VSHFLDO�LQWHUHVWV�DQG�OLWHUDOO\�JLYH�$PHULFD�EDFN�LWV�IXWXUH�DQG�LWV�VRXO���7KH�TXHVWLRQ�WKDW�QRZ�PXVW�EH�DVNHG�LV�ZKLFK�VSHFLDO�LQWHUHVWV�KH�ZDQWV�WR�UHPRYH�IURP�SROLWLFDO�SRZHU�DQG�ZKLFK�VSHFLDO�LQWHUHVWV�KH
G�OLNH�WR�VHH�JDLQ�SRZHU�LQ�WKHLU�SODFH��:KR��LQ�-RKQ�.HUU\
V�PLQG��UHSUHVHQWV�WKH�VRXO�RI�$PHULFD�DQG ZKR�JHWV�FRQGHPQHG�WR�KHOO�LI�KH
V�HOHFWHG"�'HPRFUDWV�DUH�QRW�H[DFWO\�FUHGLEOH�UHSUHVHQWDWLYHV�RI�WUXWK��MXVWLFH��DQG�WKH�$PHULFDQ�ZD\��2YHU�WKH�SDVW�WZR�GHFDGHV�WKH\
YH�FRQVSLUHG�WR�GHVWUR\�WKH�&RQVWLWXWLRQ��D��OLYLQJ�GRFXPHQW��RSHQ�WR�ZKDWHYHU�LQWHUSUHWDWLRQ�VHHPV�SURILWDEOH�DW�WKH�PRPHQW���WKH�IDPLO\��PDUULDJH�DV�ZH�NQHZ�LW�QR�ORQJHU�H[LVWV�DQG�KXPDQ�ULJKWV�KDYH�EHHQ�FRPSOHWHO\�HOLPLQDWHG�IURP�GLYRUFH�SURFHHGLQJV���DQG�FDSLWDOLVP��WKH�ZRUNSODFH�LV�QRZ�PLUHG�LQ�GRPHVWLF�TXDUUHOV��JRYHUQPHQW�UHJXODWLRQ� DQG�H[SHQVLYH�QHZ�JRYHUQPHQWDOO\�LPSRVHG�IXQFWLRQV�EURXJKW�RQ�E\�RYHU]HDORXV�IHPLQLVW�OHJLVODWLRQ��+H�PHQWLRQHG�ELJ�EXVLQHVV�VFDQGDOV��3HUKDSV�KH�VKRXOGQ
W�KDYH��$�NH\�SOD\HU�LQ�WKH�ODUJHVW��PRVW�GHVWUXFWLYH�DQG�SDLQIXO�VFDQGDOV�ZDV�$UWKXU�$QGHUVHQ��DQ�LQWHUQDWLRQDO�DFFRXQWLQJ�ILUP�WKDW�DOVR�VHW�XS�ODUJH�JRYHUQPHQW�V\VWHPV�WKDW�DUH�VWLOO�GULYHQ�E\�IUDXGXOHQW�DFFRXQWLQJ���6HH�&RUSRUDWH�)UDXG��,W
V�&OLQWRQ
V�)DXOW� ��������� ��,V�.HUU\�VXJJHVWLQJ�KH
G�EH�ZLOOLQJ�WR�JR�DIWHU�JRYHUQPHQW�IUDXG�WKDW
V�KLVWRULFDOO\�EHHQ�VXSSRUWHG�E\�KLV�SDUW\��RU�GRHV�KH�MXVW�PHDQ�WR�FRQWLQXH�WKH�ZDU�DJDLQVW�FDSLWDOLVP�DV�WKH�IULHQG�RI�IDW�FDW�5HSXEOLFDQV�DQG�WKH�HQHP\�RI�WKH�ZRUNLQJ�PDVVHV"-RKQ�.HUU\�ZDV�DQ�RULJLQDO�FRVSRQVRU�RI�WKH�9LROHQFH�$JDLQVW�:RPHQ�$FW��9$:$���D�ZDVWH�EDVNHW�RI�IHPLQLVW�OHJLVODWLRQ�WKDW�KDV�GUDZQ�FULWLFLVP�IURP�DOO�TXDUWHUV��%HIRUH�JRLQJ�WR�ZZZ�-RKQ.HUU\�FRP WR�JHW�KLV�YHUVLRQ�RI�LW��LW�LV�ZHOO WR�UHPHPEHU�WKDW�UDSH��DVVDXOW��DQG�EDWWHU\�ZHUH�DOO�FULPHV�EHIRUH�9$:$�ZDV�HQDFWHG��7KRVH�ZKR�ZHUH�SD\LQJ�DWWHQWLRQ�UHPHPEHU�WKLV�DV�OHJLVODWLRQ�SULPDULO\�GHVLJQHG�WR�MDFN�XS�LQWLPLGDWLRQ�DJDLQVW�PHQ�LQ�GLYRUFH�FRXUW��$OO�PHQ�DUH�HYLO��$OO�ZRPHQ�DUH�YLFWLPV� ,Q�DQ\�GRPHVWLF�SURFHHGLQJ�LW�PXVW�EH�DVVXPHG�WKDW�HYHU\�PDQ�LV�DQ�LUUHVSRQVLEOH��ZLIH�EHDWLQJ�ORXW�ZKR�VKRXOGQ
W�EH�DOORZHG�QHDU�KLV�RZQ�FKLOGUHQ�XQOHVV�KH�SD\V�D�ZKROH�ORW�RI�PRQH\��&RXOG�-RKQ�.HUU\�HYHU�EHFRPH�LQWHUHVWHG�LQ�ILJKWLQJ�VSHFLDO�LQWHUHVWV�HYHQ�ZKHQ�KH
V�D�SURXG�VSRQVRU�RI�WKHLU�OHJLVODWLRQ"'HVSLWH�WKH�IDFW�WKDW�TXHVWLRQV�KDYH�EHHQ�UDLVHG��WKH�,RZD�&DXFXV�PLJKW�KDYH�EHHQ�ULJKW��3HUKDSV�-RKQ�.HUU\�LV�WKH�EHVW�WKH�'HPRFUDWV�KDYH�WR�RIIHU��%XW�LI�VRPH�FDQGLGDWH�OHDYHV�D�IHZ�EHIXGGOHG��VXVKL�HDWLQJ��VWDWLVWLFDOO\�GHSHQGHQW��SURIHVVLRQDO�SROLWLFDO�FRQVXOWDQWV�EHKLQG�IRU�D�IHZ�GD\V�WR�WKLQN�IRU�KLPVHOI�DQG�DVN�UHDO�SHRSOH�DERXW�IDPLO\��WKH�&RQVWLWXWLRQ��IUHHGRP��FDSLWDOLVP��KRQHVW\��DQG�LQWHJULW\��KH�PLJKW�ILQG�RXW�WKDW�$PHULFDQV�DFWXDOO\�FDUH DERXW�VXFK�WKLQJV��$QG�'HPRFUDWV�PLJKW�GLVFRYHU�ZK\�WKH\�ORVW�ERWK�+RXVHV�RI�&RQJUHVV�DQG�WKH�:KLWH�+RXVH��6KHHVK��+RZ�XQOLNHO\�LV�WKDW"�0\�JXHVV�LV�WKDW�WKH�OLDUV�DQG�FKHDWV�RQ�WKH�RWKHU�VLGH�RI�WKH�DLVOH�DUH�VDIH�IRU�DQRWKHU�IRXU�\HDUV�
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&ORVLQJ�$UJXPHQWV�LQ�6ZHGLVK�)RUHLJQ�0LQLVWHU�0XUGHU�&DVHKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�QHZVZLUH�QHZV����������QHZVZLUH�������KWP
5RJHU�)��*D\�IRU�01'�1HZVZLUH����������$IWHU�WZR�DQG�D�KDOI�GD\V�RI�WHVWLPRQ\�DQG�DUJXPHQWV�IURP�ERWK�VLGHV��ILYH�GD\V�DIWHU�WKH�WULDO�EHJDQ��FORVLQJ�DUJXPHQWV�ZHUH�JLYHQ�WKLV�PRUQLQJ�LQ�WKH�FDVH�DJDLQVW�0LMDLOR�0LMDLORYLF��WKH�PDQ�EHLQJ�WULHG�IRU�WKH�PXUGHU�RI�6ZHGLVK�IRUHLJQ�PLQLVWHU�$QQD�/LQGK ��7KH�FRXUW�DQQRXQFHG�LWV�GHFLVLRQ��PDGH�ODVW�)ULGD\��WKDW�0LMDLORYLF�ZLOO�XQGHUJR�SV\FKLDWULF�HYDOXDWLRQ��'HOLEHUDWLRQV�KDYH�EHHQ�VXVSHQGHG�SHQGLQJ�FRPSOHWLRQ�RI�WKH�HYDOXDWLRQ��ZKLFK�LV�HVWLPDWHG�WR�WDNH�IRXU�WR�ILYH�ZHHNV��$IWHU�UHOHDVH�RI�UHVXOWV��LW LV�SRVVLEOH�IRU�WKH�WULDO�WR�FRQWLQXH�ZLWK�UHODWHG�HYLGHQFH�DQG�DUJXPHQWV��ZKLFK�FRXOG�IRU�H[DPSOH�IRFXV�RQ�WKH�SUREDEOH�HIIHFWV�RI�WKH�FRPELQDWLRQ�RI�PHGLFDWLRQ�0LMDLORYLF�ZDV�WDNLQJ�7KDW�0LMDLOR�0LMDLORYLF�DWWDFNHG�$QQD�/LQGK�ZLWK�D�NQLIH�LQ�6WRFNKROP GHSDUWPHQW�VWRUH�1.�RQ�6HSWHPEHU�����������DQG�WKDW�$QQD�/LQGK�GLHG�WKH�QH[W�PRUQLQJ�IURP�WKH�PXOWLSOH�VWDE�ZRXQGV�KH�LQIOLFWHG�LV�QRW�LQ�GRXEW��6WURQJ�SK\VLFDO�HYLGHQFH��H\H�ZLWQHVV�DFFRXQWV��DQG�DQ�HYHQWXDO�FRQIHVVLRQ�OHIW�D�IRFXV�RQ�0LMDLORYLF
V�SV\FKL DWULF�FRQGLWLRQ��ZKHWKHU�KH�ZDV�LQ�HIIHFW�UHVSRQVLEOH�IRU�KLV�RZQ�DFWLRQV�DQG�ZKHWKHU�KH�LQWHQGHG�WR�NLOO�$QQD�/LQGK�7KH�HYLGHQFH�VKRZHG�WKDW�0LMDLORYLF�KDV�VXIIHUHG�SV\FKLDWULF�SUREOHPV�IRU�VHYHUDO�\HDUV��+H�ZDV�UHJXODUO\�KHDYLO\�PHGLFDWHG�ZLWK�SUHVFULS WLRQ�GUXJV�WKDW�KDG�QRW�EHHQ�VXIILFLHQWO\�PRQLWRUHG��0LMDLORYLF�KDG�VFKHGXOHG�DQ�DSSRLQWPHQW�ZLWK�KLV�GRFWRU�WKH�GD\�EHIRUH�WKH�FULPH�EXW�WKH�GRFWRU�ZDV�XQDYDLODEOH��+H�VRXJKW�DGGLWLRQDO�WUHDWPHQW�DQG�FRPSODLQHG�RI�KHDULQJ�YRLFHV�LQ�KLV�KHDG�DQG�PRUELG�WKR XJKWV�UHODWHG�WR�ZHOO�NQRZQ�SROLWLFDO�ILJXUHV��EXW�ZDV�QRW�DGPLWWHG�IRU�DGGLWLRQDO�WUHDWPHQW��,QVWHDG��KH�ZDV�JLYHQ�DGGLWLRQDO�PHGLFDWLRQ�WKDW�PD\�KDYH�FRQWULEXWHG�WR�KLV�DJJUHVVLYH�EHKDYLRU�3URVHFXWRUV�FRQWHQG�WKDW�FLUFXPVWDQFHV�GLG�QRW�ZDUUDQW�D�UHGXFH G�FKDUJH�RU�VHQWHQFH��+H�EURXJKW�D�NQLIH�ZLWK�KLP�IURP�KRPH�ZKHQ�KH�FDPH�WR�6WRFNKROP�WKDW�GD\�DQG�ZDV�SUHSDUHG�WR�XVH�LW��+LV�DWWDFN�ZDV�GHVLJQHG�VR�WKDW�WKH�YLFWLP�KDG�YLUWXDOO\�QR�RSSRUWXQLW\�WR�GHIHQG�KHUVHOI��$IWHU�WKH�DWWDFN��KH�WRRN�UDWLRQDO�VWHSV�G HVLJQHG�WR�KLGH�KLV�JXLOW��GLVSRVLQJ�RI�FORWKLQJ��WU\LQJ�WR�JHW�D�KDLU�FXW�LPPHGLDWHO\�LQ�RUGHU�WR�FKDQJH�KLV�DSSHDUDQFH��7KH\�VSHFXODWH�WKDW�$QQD�/LQGK�ZDV�D�V\PERO�IRU�D�VRFLHW\�WKDW�0LMDLORYLF�ZDV�GLVVDWLVILHG�ZLWK�,Q�GHIHQVH��3HWHU�$OWKLQ�VDLG�WKDW�$ QQD�/LQGK�ZDV�WKH�YLFWLP�RI�WKH�VWDWH�RI�VRFLHW\��LQ�ZKLFK�LQFUHDVHG�YLROHQFH�ZDV�UHODWHG�WR�ODFN�RI�WUHDWPHQW�IRU�SHRSOH�VXIIHULQJ�IURP�VHULRXV�SV\FKLDWULF�SUREOHPV��+H�FLWHG�WZR�RWKHU�ZHOO �NQRZQ�FDVHV�LQ�ZKLFK�ODFN�RI�WUHDWPHQW�ZDV�UHODWHG�WR�YLROHQFH�DQ G�GHDWK��LQFOXGLQJ�D�FDVH�LQ�ZKLFK�D�PHQWDOO\�LOO�PDQ�GURYH�ZLOGO\�WKURXJK�6WRFNKROP
V�2OG�7RZQ�PRZLQJ�GRZQ�SHGHVWULDQV��+H�DOVR�SRLQWHG�RXW�WKDW�WKHUH�LV�QR�ZD\�WKDW�DQ\�RXWVLGHU�FRXOG�KDYH�SUHGLFWHG�WKDW�$QQD�/LQGK�ZRXOG�JR�WR�1.�WKDW�GD\��7KH�FLUFXPVWDQ FHV�VXUURXQGLQJ�WKH�FULPH�ZHUH�HQWLUHO\�FRLQFLGHQWDO�$�PRWLRQ�E\�GHIHQVH�DWWRUQH\�3HWHU�$OWKLQ�WR�UHOHDVH�KLV�FOLHQW�ZDV�GHQLHG��7KHUH�LV�FRQYLQFLQJ�HYLGHQFH�WKDW�0LMDLORYLF�FRPPLWWHG�WKH�FULPH�DQG�WKH�PLQLPXP�SHQDOW\��IRU�DVVDXOW��LV�WZR�\HDUV�LQ�SULVRQ ��7KRVH�IDFWV�VXIILFLHQWO\�VXSSRUW�KROGLQJ�KLP��&KLHI�MXULVW�*|UDQ�1LOVVRQ�VWDWHG�WKDW�LI�KH�ZDV�UHOHDVHG�WKHUH�ZRXOG�EH�D�KLJK�ULVN�WKDW�KH�ZRXOG�IOHH�RU�FRQWLQXH�KLV�FULPLQDO�DFWLYLWLHV�3URVHFXWRUV�GLG�QRW�FRQWHVW�WKH�SV\FKLDWULF�HYDOXDWLRQ��DGPLWWLQJ� WKDW�LW�FRXOG�KHOS�FODULI\�0LMDLORYLF
V�FRQGLWLRQ��3HQGLQJ�UHVXOWV�WKDW�LQGLFDWH�RWKHUZLVH�KRZHYHU��WKH\�DUH�DVNLQJ�IRU�FRQYLFWLRQ�RQ�WKH�PXUGHU�FKDUJH�ZKLFK�FDUULHV�D�SHQDOW\�RI�WHQ�\HDUV�WR�OLIH�LQ�SULVRQ��'HIHQVH�DWWRUQH\�3HWHU�$OWKLQ�VDLG�WKDW�WKH�FULP H�ODFNHG�D�PRWLYH�DQG�WKDW�WKH�SURVHFXWLRQ�KDG�QRW�SURYHQ�LQWHQW��7KH�SURVHFXWLRQ�FRQWHQGV�WKDW�WKHUH�LV�QR�OHJDO�UHTXLUHPHQW�WR�SURYH�WKDW�WKH�DWWDFN�ZDV�SUH �SODQQHG�IRU�LW�WR�EH�FODVVHG�DV�PXUGHU�5HODWHG�$UWLFOH��-DQXDU\������������ 7ULDO�IRU�0XUGHU�RI�6ZHGLVK�)RUHLJQ�0LQLVWHU�8QGHU�:D\
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7ULDO�IRU�0XUGHU�RI�6ZHGLVK�)RUHLJQ�0LQLVWHU�8QGHU�:D\KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�QHZVZLUH�QHZV����������QHZVZLUH�������KWP
52*(5�)��*$<��01'�1(:6:,5(����������
7KH�WULDO�IRU�PXUGHU�RI�6ZHGLVK�IRUHLJQ�PLQLVWHU�$QQD�/LQGK�EHJDQ�DW������LQ�6WRFNKROP�WKLV�PRUQLQJ��������DP�(7��7ZHQW\�ILYH�\HDU�ROG�0LMDLOR�0LMDLORYLF�KDV�DGPLWWHG�DWWDFNLQJ�$QQD�/LQGK�LQ�WKH�1.�GHSDUWPHQW�VWRUH�LQ�GRZQWRZQ�6WRFNKROP�RQ�6HSWHPEHU�����������EXW�GHQLHV�KH�SODQQHG�WKH�FULPH�RU�LQWHQGHG�WR�NLOO�KHU��6KH�GLHG�IURP�VWDE�ZRXQGV�LQ�WKH�HDUO\�PRUQLQJ�RI�6HSWHPEHU���WK�'XH�WR�WKH�VWUHQJWK�RI�WKH�HYLGHQFH�DQG�KLV�FRQIHVVLRQ��WKH�WULDO�LV�XOWLPDWHO\�H[SHFWHG�WR�IRFXV�RQ�0U��0LMDLORYLF
V�PHQWDO�KHDOWK�DQG�WKH�TXHVWLRQ�RI�LQWHQW��ZKLFK�ZLOO�SOD\�D�UROH�LQ�GHILQLQJ�WKH�FULPH�DQG�GHWHUPLQLQJ�WKH�VHQWHQFH��5HODWLYHV�KDYH�VWDWHG�WKH\�KRSH�KH�UHFHLYHV�SV\FKLDWULF�WUHDWPHQW��7KH�SHQDOW\�IRU�PDQVODXJKWHU�LV������\HDUV��7KH�SHQDOW\�IRU�PXUGHU�LV����\HDUV�WR�OLIH�(\H�ZLWQHVV�DFFRXQWV�OHG�WR�UHFRJQLWLRQ�RI�D�PDQ�ZKRVH�LPDJH�KDG�EHHQ�FDSWXUHG�E\�1.�VHFXULW\�FDPHUDV��WKHUHDIWHU�UHIHUUHG�WR�DV��7KH�1.�0DQ���$IWHU�WKH�DUUHVW�RI�D�VXVSHFW�ZKR�PDWFKHG�WKH�GHVFULSWLRQ��SROLFH�LQLWLDOO\�LJQRUHG�D�WLS�LGHQWLI\LQJ�0LMDLORYLF��FRQWHQGLQJ�LW�LPSRVVLEOH�EHFDXVH�WKH�DVVDLODQW�ZDV�DOUHDG\�XQGHU�DUUHVW��7KH�LQLWLDO�VXVSHFW�ZDV�HYHQWXDOO\�UHOHDVHG DQG�0LMDLORYLF�WDNHQ�LQWR�FXVWRG\�7KH�PXUGHU�ZHDSRQ�DQG�LWHPV�RI�FORWKLQJ�ZRUQ�E\�WKH�DVVDLODQW�ZHUH�UHFRYHUHG�VRRQ�DIWHU�WKH�FULPH��$QDO\VLV�RI�KDLU��ILEHU��EORRG��DQG�ILQJHU�SULQWV�SURYLGHG�D�SRVLWLYH�PDWFK�WR�ERWK�$QQD�/LQGK�DQG�0LMDLOR�0LMDLORYLF��2QFH�WKH�SK\VLFDO�HYLGHQFH�HVWDEOLVKHG�0LMDLORYLF�DV�7KH�1.�0DQ��KH�GHFLGHG�WR�FRQIHVV��VD\LQJ�KH�ZDQWHG�WR�HQG�VSHFXODWLRQ�WKDW�WKH�DWWDFN�PLJKW�KDYH�EHHQ�SROLWLFDOO\�PRWLYDWHG�'HWDLOV�RI�KLV�FRQIHVVLRQ�DQG�SXEOLF�VWDWHPHQWV�E\�KLV�ODZ\HU�3HWHU�$OWKLQ�SUHVHQW�D�PDQ�ZLWK�VHULRXV�SV\FKLDWULF�SUREOHPV�RQ�VWURQJ�SUHVFULSWLRQ�GUXJV�ZKR�KDG�VRXJKW�IXUWKHU�FDUH�EXW�ZDV�GHQLHG��RQFH�JRLQJ�VR�IDU�DV�WR�H[SODLQ�D�PRUELG�REVHVVLRQ�ZLWK�ZHOO�NQRZQ�SROLWLFLDQV��+H�FDUULHG�WKH�NQLIH�RXW�RI�IHDU��$IWHU�UHFRJQL]LQJ�$QQD�/LQGK�DV�VKH�HQWHUHG�1.��KH�ZDQGHUHG�WKURXJK�WKH�VWRUH�DV�YRLFHV�LQ�KLV�KHDG�WROG�KLP�WR�DWWDFN�3URVHFXWRU�$JQHWD�%OLGEHUJ�GHVFULEHG�WKH�FULPH�LQ�FRXUW�WKLV�PRUQLQJ��VXSSRUWHG�E\�SK\VLFDO�HYLGHQFH�DQG�H\H�ZLWQHVV�DFFRXQWV��LQFOXGLQJ�WKH�UHVSRQVH�RI�FORVH IULHQG�(YD�)UDQFKHOO�ZKR�FRQIURQWHG�DQG�SXQFKHG�WKH�DVVDLODQW�EHIRUH�KH�UDQ�DZD\��3URVHFXWRUV�FRQWHQG�WKDW�WKH����PLQXWHV�WKDW�SDVVHG�EHWZHHQ�WKH�WLPH�0LMDLORYLF�UHFRJQL]HG�$QQD�/LQGK�DQG�WKH�DWWDFN�SURYLGHG�VXIILFLHQW�WLPH�IRU�SODQQLQJ�DQG�SURYHV�LQWHQW�6SHFXODWLRQ�WKDW�WKH�FULPH�PD\�KDYH�EHHQ�SROLWLFDOO\�PRWLYDWHG�KDV�EHHQ�EXLOW�RQ�0LMDLORYLF
V�6HUELDQ�QDWLRQDO�EDFNJURXQG��)LOP�KDV�VXUIDFHG�VKRZLQJ�KLP��IROORZLQJ�WKH�PRYHPHQWV��RI�/LEHUDO�3DUW\�OHDGHU�/DUV�/HLMRQERUJ�GXULQJ�D�SXEOLF�DSSHDUDQFH��%RWK�/HLMRQERUJ�DQG�/LQGK�KDG�SXEOLFO\�H[SUHVVHG�VXSSRUW�IRU�WKH�ERPELQJ�RI�6HUELD�
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&KLOG�6XSSRUW�3URSDJDQGD�+DXQWV�0LFKLJDQ�3DSHUVKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\������JD\�������KWP5RJHU�)��*D\����������0LFKLJDQ�$WWRUQH\�*HQHUDO�0LNH�&R[�KDV�EHHQ�LQ�RIILFH�IRU�RQH�\HDU��+H�SURPLVHG�WR�PDNH�FKLOG�VXSSRUW�FROOHFWLRQ�KLV�WRS�SULRULW\��-XVW�DV�NQRZOHGJHDEOH�REVHUYHUV�ZRXOG�H[SHFW��WKH�SURPLVH�ZDV�IROORZHG�E\�D�\HDU�RI�O\LQJ�DQG�FRUUXSWLRQ��7KUHH�UHFHQW�DUWLFOHV�LQ�0LFKLJDQ�QHZVSDSHUV�LOOXVWUDWH�ZK\�KH��DQG�RWKHUV�OLNH�KLP��JHW�DZD\�ZLWK�LW��2Q�'HFHPEHU����������WKH�'HWURLW�)UHH�3UHVV FDUULHG�DQ�DUWLFOH�E\�VWDII�ZULWHU�'DZVRQ�%HOO�HQWLWOHG�$77251(<�*(1(5$/�0,.(�&2;��21(�<($5�,1�2)),&(��+RQLQJ�SROLWLFDO�VNLOO��KXQWLQJ�GHDGEHDWV���'HDGEHDWV��LV�D�IDPLOLDU�UHIHUHQFH�WR�SHRSOH�ZKR�KDYH�QRW�SDLG�DOO�WKH�FKLOG�VXSSRUW�WKDW�KDV�EHHQ�RUGHUHG��$Q\RQH�ORRNLQJ�IRU�DQ�XQELDVHG�DQDO\VLV�ZRXOG�EH�LQ�WKH�ZURQJ�SODFH��<RX�RQO\�QHHG�ORRN�DW�WKH�ODVW�SDUDJUDSK��ZKLFK�UHDGV���%XW�RQH�WKLQJ�ZH�GR�NQRZ��+H
V�HDVLO\�WKH�EHVW�5HSXEOLFDQ�DWWRUQH\�JHQHUDO�0LFKLJDQ
V�KDG�VLQFH�)UDQN�0LOODUG���0U��%HOO�JLYHV�UHDGHUV�IDOVH�KRSH�ZLWK�D�VHFWLRQ�HQWLWOHG���9DULHG�UHYLHZV���ZKLFK�WKHQ�EHJLQV�E\�VD\LQJ��9LUWXDOO\�DOO�REVHUYHUV�DJUHH�WKHUH
V�QRW�PXFK�GRZQVLGH�IRU�&R[�RQ�FKLOG�VXSSRUW���7KDW�PD\�EH�WUXH��XQOHVV�RI�FRXUVH�\RX�KDSSHQ�WR�SD\�DWWHQWLRQ�WR�WKH�VZROOHQ�WKURQJV�ZKR�VHH�QRWKLQJ�EXW�D�GRZQVLGH�WR &R[�RQ�FKLOG�VXSSRUW��0LNH�&R[�UXQV�D�SULYDWH�RUJDQL]DWLRQ�FDOOHG�3D\.LGV WKDW�WDNHV�FRUSRUDWH�GRQDWLRQV�IURP�FRPSDQLHV�LQWHUHVWHG�LQ�FKLOG�VXSSRUW�FROOHFWLRQV��+H�KDV�VLPXOWDQHRXVO\�EHHQ�XVLQJ�KLV�LQIOXHQFH�DV�$WWRUQH\�*HQHUDO�WR�OREE\�WKH�VWDWH�OHJLVODWXUH�WR�VHW�XS�D�V\VWHP�WKDW�ZRXOG�SURYLGH�SULYDWH�FKLOG�VXSSRUW�FROOHFWLRQ�DJHQFLHV�ZLWK�OXFUDWLYH�VWDWH�FRQWUDFWV��2Q�'HFHPEHU���WK��7KH�0DFRPE�'DLO\ SXEOLVKHG�DQ�DUWLFOH�E\�*LWWH�/DDVE\��&DSLWDO�1HZV�6HUYLFH HQWLWOHG��&R[�]HURV�LQ�RQ����ELOOLRQ�LQ�XQSDLG�FKLOG�VXSSRUW��7KH�WLWOH�FRSLHV�PLVOHDGLQJ�SURPRWLRQDO�LQIRUPDWLRQ�IURP�WKH�&R[�ZHEVLWH���'HDGEHDW�GDG��SURSDJDQGD�KDV�EHHQ�WKH�VXEMHFW�RI�VFLHQWLILF�LQYHVWLJDWLRQ�DQG�WKH�VRXUFH�RI�SOHQW\�RI�ZRUN�E\�IDWKHUV
�ULJKWV�DGYRFDWHV��$OWKRXJK�QHYHU�VXSSRUWHG�E\�DQ�RXQFH�RI�KRQHVW�HYLGHQFH��SURYHG�DQG�UHSURYHG�IDOVH�DJDLQ�DQG�DJDLQ��VXFK�EL]DUUH�FODLPV�DUH�VWLOO�FRPPRQ SROLWLFDO�IRGGHU�IRU�GLVKRQHVW�SROLWLFLDQV�DQG�WKHLU�VXSSRUWHUV��2QH�SDUDJUDSK�W\SLILHV�WKH�ROG�IDVKLRQHG�DSSURDFK�DSSOLHG�WR�0DFRPE�&RXQW\���'HDGEHDW�SDUHQWV�LQ�0DFRPE�&RXQW\���WKH�DUWLFOH�FODLPV��OHDQLQJ�KHDYLO\�RQ�WKH�QDPH�FDOOLQJ�HWKLF���RZH�DERXW�������PLOOLRQ�LQ�HVWLPDWHG�DUUHDUV�DW�DQ\�JLYHQ�WLPH��DQG�0LFKLJDQ�LV�WKLUG�ZRUVW�RI�DOO�VWDWHV�IRU�XQFROOHFWHG�FKLOG�VXSSRUW��6WDWHZLGH��SDUHQWV�RZH�DERXW����ELOOLRQ�LQ�EDFN�FKLOG�VXSSRUW�WR���������0LFKLJDQ�FKLOGUHQ�DQG�WR�WKH�VWDWH���%\�SRSXODWLRQ��0LFKLJDQ�LV�WKH��WK�ODUJHVW�VWDWH�LQ�WKH�FRXQWU\��EXW�DGMXVWLQJ�IRU�WKDW��DQG�UHDVRQDEO\�IRU�LWV�FODLPHG�VWDWXV�DV�HVSHFLDOO\�EDG��RQH�PLJKW�H[SHFW�DW�OHDVW������ELOOLRQ�LQ�SDVW�GXH�FKLOG�VXSSRUW�RZHG�QDWLRQZLGH��7KDW
V�PRUH�WKDQ�ILYH�WLPHV�WKH�WRWDO�DQQXDO�FKLOG�VXSSRUW�RZHG�LQ�WKH�8QLWHG�6WDWHV��LQFOXGLQJ�WKH�DPRXQW��RZHG���VR�WR�VSHDN��E\�WKH�������SHUFHQW�RI�IDWKHUV�ZKR�SD\�UHJXODUO\��7KH�*$2�KDV�UHSRUWHG�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�HVWLPDWHV�WKDW�WKH�WRWDO�DFFXPXODWHG�XQSDLG�FKLOG�VXSSRUW�VLQFH�WKH�IHGHUDO�JRYHUQPHQW�ILUVW�EHFDPH�LQYROYHG�LQ������LV�OHVV�WKDQ������ELOOLRQ��DQG�VHYHUDO�DQDO\VWV�ZKR�KDYH�IRFXVHG�RQ�FKLOG�VXSSRUW��LQFOXGLQJ�PH��EHOLHYH�WKDW�QXPEHU�LV�WRR�KLJK��&ODLPLQJ���������FKLOGUHQ�DUH�RZHG�FKLOG�VXSSRUW�LQ�0LFKLJDQ�ZRXOG�LPSO\�DURXQG����PLOOLRQ�LQ�WKH�8QLWHG�6WDWHV��:LWK�FXUUHQWO\�DURXQG���PLOOLRQ��PDOH�DQG�IDPDOH��FXVWRGLDO�SDUHQWV�GXH�FKLOG�VXSSRUW�QDWLRQZLGH��LQFOXGLQJ�WKRVH�ZKR�UHFHLYH�UHJXODU�SD\PHQWV���WKDW�ZRXOG�EH�DURXQG�����SHU�FXVWRGLDO�SDUHQW��EXW�LI�FRQVLGHULQJ�RQO\�WKRVH�QRW�UHFHLYLQJ�FKLOG�VXSSRUW��WKH�QXPEHU�PLJKW�EH�VRPHZKHUH�FORVHU�WR�������FKLOGUHQ�SHU�FXVWRGLDO�SDUHQW��2EYLRXVO\�VRPHWKLQJ�LV�ZURQJ�ZLWK�WKH�VWDWLVWLFV�DQG�VRPHWKLQJ�ZURQJ�ZLWK�ZULWHUV�ZKR�UHSHDW�VXFK�GULEEOH�DQG�QHZVSDSHUV�WKDW�SULQW�LW��7KH�DUWLFOH�JRHV�RQ�WR�EXLOG�XS�0LNH�&R[
V�LPDJH�ZLWK�DQ�DWWDFN�RQ�QRQFXVWRGLDO�SDUHQWV��&R[
V�SUHVV�RIILFHU�0LNH�'R\OH�FRPSODLQV�WKDW�WKH�SXEOLF
V�PLVSHUFHSWLRQ�RI�WKH�SUREOHP�LV�SDUWLDOO\�WR�EODPH���3HRSOH�NLQG�RI�VHH�GHDGEHDW�SDUHQWV�QRW�DV�FULPLQDOV��EXW�SHRSOH�ZKR�DUH�GRLQJ�VRPHWKLQJ�XQHWKLFDO�LQ�QRW�SD\LQJ�IRU�WKHLU�NLGV
�VXSSRUW���KH�VDLG��
$QRWKHU�SUREOHP�LV�WKDW�FROOHFWLQJ�VXSSRUW��ZDVQ
W�D�WHUULEO\�KLJK�SULRULW\��WR�FRXQW\�SURVHFXWRUV�DQG�WKH�IRUPHU�DWWRUQH\�JHQHUDO�
�SDUURWV�WKH�DUWLFOH�EHIRUH�D�TXRWH�IURP�WKH�SUHVV�RIILFHU�GURSV�HQWLUHO\�RII�WKH�UHDOLW\�WUXFN���)RU�WRR�ORQJ��WKHVH�GHDGEHDWV�KDYH�EHHQ�DEOH�WR�DYRLG�SD\LQJ�FKLOG�VXSSRUW�ZLWKRXW�WRR�PXFK�IHDU�RI�DQ\�NLQG�RI�SXUVXLW�E\�ODZ�HQIRUFHPHQW��7KH�DWWRUQH\�JHQHUDO�LV�WU\LQJ�WR�HVWDEOLVK�D�FUHGLEOH�WKUHDW�WKDW�WKH\�ZLOO�EH�SURVHFXWHG�IRU�D�IHORQ\�LI�WKH\�GRQ
W�SD\���DFFRUGLQJ�WR�0U��'R\OH��,W
V�RQH�WKLQJ�WR�FODLP�VXFK�SURJUDPV�DUH��IRU�WKH�FKLOGUHQ��EXW�HQWLUHO\�DQRWKHU�WR�VKDSH�WKH�SURPRWLRQDO�FDPSDLJQ�IRU�DQ�DXGLHQFH�XQGHU���\HDUV�ROG��<RX FDQ
W�H[SHFW�SHRSOH�PXFK�ROGHU�WKDQ�WKDW�WR�EH�XQDZDUH�RI�WKH�KXJH�DQG�H[WUHPHO\�H[SHQVLYH�JRYHUQPHQW�SURJUDP�DLPHG�DW�WKH�VR�FDOOHG��GHDGEHDW�GDGV��WKDW�VWDUWHG�PRUH�WKDQ�D�TXDUWHU�FHQWXU\�DJR��WKH�FRQWLQXRXV�WKUHDWV��DQG�RYHU]HDORXV�HQIRUFHPHQW�HIIRUWV�,W�PLJKW�VHHP�SRVVLEOH�WKDW�WRR�IHZ�SHRSOH�XQGHUVWDQG��EHFDXVH�VR�IHZ��QHZV��RXWOHWV�OHW�RQ��WKDW�WKH�SURJUDP�KDV�QRW�KDG�DQ\�HIIHFW�RQ�FRPSOLDQFH��7KDW
V�EHFDXVH�IDWKHUV�����SHUFHQW�RI�WKH�VWDWLVWLFDOO\�XQGHUVWRRG�QRQFXVWRGLDO�SDUHQW�SRSXODWLRQ�DUH�IDWKHUV��ZHUH�SD\LQJ�ZHOO�EHIRUH�WKH�SURJUDP�EHJDQ��7KH�SULPDU\�FDXVH�RI�QRQ�SD\PHQW�LV�WKDW�D�VLJQLILFDQW�SRUWLRQ�RI�SDUHQWV�ZKR�RZH�FKLOG�VXSSRUW�FDQQRW�SD\�DV�PXFK�DV�WKH\�KDYH�EHHQ�RUGHUHG�WR�SD\�IRU�YDULRXV�UHDVRQV��2QH�RI�WKHP�LV�WKDW�VRPH�RI�WKH�VR�FDOOHG��GHDGEHDWV��DUH�DFWXDOO\�GHDG��
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3HRSOH�JHW�EHKLQG�LQ�HYHU\�VRUW�RI�SD\PHQW��KRXVH�SD\PHQWV��FDU�SD\PHQWV��ZKDWHYHU�SD\PHQWV�WKHUH�DUH��SHRSOH�JHW�EHKLQG�HYHQ�ZKHQ�WKH\�GRQ
W�ZDQW�WR��,W
V�RQO\�ZKHQ�LW
V�FKLOG�VXSSRUW�WKDW�FRUUXSW�SXEOLF�RIILFLDOV�JHW�DZD\�ZLWK�WUHDWLQJ�LW�DV�D�FULPH��:KDW
V�ZRUVH�LV�WKDW�WKH�HQIRUFHPHQW�SURJUDP�VKXW�GRZQ�WKH�OHJDO�PHFKDQLVPV�IRU�REWDLQLQJ�SURSHU�DGMXVWPHQWV�WR�WKH�DPRXQW�RZHG�ZKHQ�DSSURSULDWH��7KH�DPRXQWV�RZHG�DV�FKLOG�VXSSRUW�DUH�H[WUHPHO\�UDQGRP��W\SLFDOO\�XQUHODWHG�WR�FKLOGUHQ
V�QHHGV�DQG�WKH�SDUHQWV
�DELOLW\�WR�SURYLGH��%XW�WKDW
V�MXVW�WKH�FLUFXPVWDQFH�WKDW�UHVXOWV�LQ�WKH�DSSHDUDQFH�RI�QHHG�IRU�HQIRUFHPHQW��DV�WKH�SDVW�GXH�DPRXQWV�FRQWLQXH�WR�ULVH��6RPH�SD\HUV�HQFRXQWHU�SUREOHPV�DQG�ODWHU�PDNH�XS�IRU�LW��RU�DW�OHDVW�VWDUW�SD\LQJ�DJDLQ��&R[�DWWULEXWHV�HYHU\�SD\PHQW�RI�D�SDVW�GXH�DPRXQW�WR�KLV�SHUVRQDO�HIIRUWV��D�FODLP�WKDW�FRXOG�QHYHU�VWDQG�XS�WR�VFUXWLQ\��:ULWHU�*LWWH�/DDVE\�UHJXUJLWDWHV�ZLWKRXW�TXHVWLRQ���:LWK������PLOOLRQ�LQ�RYHUGXH�VXSSRUW�SD\PHQWV�FROOHFWHG�VR�IDU��WKH�DWWRUQH\�JHQHUDO�KDV�VXUSDVVHG�WKH����PLOOLRQ�PDUN�KH�ZDV�VKRRWLQJ�IRU�E\�WKH�HQG�RI�WKLV�\HDU���,W
V�QRW�SDUWLFXODUO\�LQWHUHVWLQJ�WR�NQRZ�WKDW�VRPH�SHRSOH�DUH�EHKLQG��EXW�SD\LQJ��7KDW
V�KDSSHQHG�HYHU\�\HDU�IRU�DV�ORQJ�DV�WKHUH�KDYH�EHHQ�FKLOG�VXSSRUW�DJUHHPHQWV�DQG�RUGHUV��$OO�SHRSOH�OLNH�&R[�QHHG�WR�NQRZ�LQ�RUGHU�WR�PHHW�RU�EHDW�WKHLU�RZQ�SURMHFWLRQV�LV�ZKDW�WKH�VWDWLVWLFDO�DYHUDJH�LV��,W
V�OLNHO\�WKDW�PRUH�WKDQ����PLOOLRQ�LQ�SDVW�GXH�VXSSRUW�ZRXOG�KDYH�EHHQ�SDLG�ZLWKRXW�0LNH�&R[�RU�DQ\�VSHFLDOFKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�DW�DOO�IRU�WKDW�PDWWHU��7KDW
V�MXVW�SDUW�RI�WKH�ZD\�WKLQJV�ZRUN�RXW�LQ�UHDO�OLIH��2Q�WKH�VDPH�GD\�WKDW�WKH�&DSLWDO�1HZV�6HUYLFH DUWLFOH�UDQ��7KH�0DFRPE�'DLO\ DOVR�SXEOLVKHG�DQ�DUWLFOH�HQWLWOHG�0DFRPE�RIILFLDOV�VNHSWLFDO�RI�FKLOG�VXSSRUW�FUDFNGRZQ E\�&KDG�6HOZHVNL��RQH�RI�LWV�RZQ�VWDII�ZULWHUV��$W�ILUVW�WKH�DUWLFOH�VHHPV�WR�ILQDOO\�SUHVHQW�D�FKDOOHQJH�WR�&R[
V�SURSDJDQGD PDFKLQH��EXW�LW�VWRSV�VKRUW�RI�WKH�VHULRXV�WUXWK��7KH�DUWLFOH�LVQ
W�VR�PXFK�DERXW�FULWLFLVPV�RI�0U��&R[
V�LQYROYHPHQW�LQ�FKLOG�VXSSRUW�DV�LW�LV�DERXW�KLV�GHIHQVH��UHSHDWLQJ�WKH�VDPH�EL]DUUH�VWDWLVWLFDO�PLVLQIRUPDWLRQ�DV�WKH�&DSLWDO�1HZV�6HUYLFH DUWLFOH�
6KHULII�0DUN�+DFNHO�VHHV�WKH�VLWXDWLRQ�GLIIHUHQWO\�
�0U��6HOZHVNL�WHOOV�UHDGHUV��
+H�FDOOV�&R[
V�SURJUDP�D��GXSOLFDWLRQ�RI�HIIRUW��ZLWK�QR�FOHDU�VWUDWHJ\��7KH�VWDWH�ZRXOG�UHDS�PRUH�EHQHILWV��KH�VDLG��LI�LW�KHOSHG�IXQG�HQIRUFHPHQW�SURJUDPV�LQ�0DFRPE�DQG RWKHU�PDMRU�FRXQWLHV�
�7KDW
V�ULJKW��,W�WXUQV�RXW�WKDW�ORFDO�RIILFLDOV�ZDQW�WKH�VWDWH
V�$WWRUQH\�*HQHUDO�WR�WXUQ�RYHU�PRUH�RI�WKH�IXQGLQJ�WR�WKHP��1RW�D�ZRUG�IURP�DQ\�UHDO�VNHSWLFV��ZKR�DFFRUGLQJ�WR�0LFKLJDQ
V�QHZVSDSHUV�GRQ
W�H[LVW��
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5RJHU�)��*D\����������)URP�D�OHJDO�SHUVSHFWLYH��PDUULDJH�DQG�IDPLO\�ZHUH�UHGHILQHG�\HDUV�EHIRUH�WKH�FXUUHQW�FRQWURYHUV\�RYHU�VDPH�VH[�PDUULDJH�EHJDQ��7KH��RULJLQDO�VLQ���VR�WR�VSHDN��ZDV�WKH�WUDQVIRUPDWLRQ�RI�PDUULDJH�DQG�IDPLO\�ODZ�LQWR��VRFLDO�SROLF\���6RFLDO�SROLF\�LV�SXUHO\�D�SROLWLFDO�SURGXFW��GHILQHG�DQG�FRQWUROOHG�E\�JRYHUQPHQW��7KH�RQO\�YLDEOH�UHVSRQVH�WR�WKH�FXUUHQW�WUHDWPHQW�RI�PDUULDJH�DQG�IDPLO\�ODZ�LV�WR�UHWXUQ�PDUULDJH�DQG�IDPLO\�WR�LWV�SURWHFWHG�VWDWXV�DV�DQ�HVVHQWLDO�KXPDQ�LQVWLWXWLRQ��GLVDOORZLQJ�DUELWUDU\�SROLWLFDO�PDQLSXODWLRQ�$Q�HVVHQWLDO�VWHS�LQ�WKH�UHFODPDWLRQ�SURFHVV�KDV�DOUHDG\�EHHQ�GHVFULEHG�LQ�)DWKHUV�5LJKWV" ,Q�GHIHQVH�RI�IDPLO\�DQG�RWKHU�IXQGDPHQWDO�ULJKWV���D!�7KH�DUWLFOH�SRLQWV�WR�D�FULWLFDO�FDVH�IURP�*HRUJLD�WKDW�UHFHLYHG�IDU�OHVV�SUHVV�FRYHUDJH�WKDQ�WKH�PRUH�UHFHQW�GHFLVLRQV�RQ�VDPH�VH[�PDUULDJH��<HW�WKH�FRQWUDVW�EHWZHHQ�WKH�ORZHU�FRXUW�GHFLVLRQ�LQ�IDYRU�RI�DSSO\LQJ�LQGLYLGXDO�ULJKWV�LQ�IDPLO\�ODZ�DQG�WKH�*HRUJLD�6XSUHPH�&RXUW�GHFLVLRQ�WR�LJQRUH�WKH�FRQVWLWXWLRQ�LQ�IDYRU�RI�SXUHO\�SROLWLFDO�WUHDWPHQW�GHILQHV�WKH�HQWLUH�SUREOHP��7KH�*HRUJLD�6XSUHPH�&RXUW�VXSSRUWHG�WKH�QRWLRQ�WKDW�IDPLO\�LVVXHV�DUH�QRW�UHODWHG�WR�VDFUHG�RU�HVVHQWLDO�KXPDQ�DFWLYLW\��)DPLO\�LVVXHV�DUH�QRW�HYHQ�SULYDWH�LVVXHV�VXEMHFW�WR�LQGLYLGXDO�ULJKWV��7KH\�ZHQW�HYHQ�IDUWKHU�WKDQ�WKDW��,Q�UHODWLRQ�WR�IDPLO\�LVVXHV��JRYHUQPHQW�FRQWURO�LV�DEVROXWH��7KHUH�LV�QR�DUHD�RI�OLIH�WKDW�UHTXLUHV�DQ\�VRUW�RI�FKHFN�RU�EDODQFH�DJDLQVW�DUELWUDU\�JRYHUQPHQW�LQWUXVLRQ��QRW�LQ�UHGLVWULEXWLQJ�LQFRPH�RU�SURSHUW\��RU�FUHDWLQJ�DQG�DVVLJQLQJ�GHEW��7KHUH�LV�LQ�DGGLWLRQ��QR�QHHG�WR�UHVSHFW�WKH�VHSDUDWLRQ�RI�SRZHUV EHWZHHQ�EUDQFKHV�RI�JRYHUQPHQW��RU�WR�H[FOXGH�FRQIOLFWLQJ�WKLUG�SDUW\�VSHFLDO�LQWHUHVWV�IURP�XQGXO\ LQIOXHQFLQJ�RU�HYHQ�FRQWUROOLQJ�GHFLVLRQV�E\�FRXUWV�7KH�WHQGHQF\�RI�VR�FDOOHG��FRQVHUYDWLYH��JURXSV�WR�LJQRUH�WKH�UHGHILQLWLRQ�RI�PDUULDJH�DQG�IDPLO\�RYHU�WKH�SDVW�GHFDGH�KDV�EHHQ�RYHUZKHOPLQJ��,�UHFDOO�*DU\�%DXHU��FD��������IDFLQJ�RII�DJDLQVW�5HS��7RP�'RZQH\��'�1<��RQ�WKH�LVVXH�RI�FKLOG�VXSSRUW�HQIRUFHPHQW�OHJLVODWLRQ��$W�WKH�WLPH��*DU\�%DXHU�ZDV�KHDG�RI�WKH�)DPLO\�5HVHDUFK�&RXQFLO��DQ�RUJDQL]DWLRQ�WKDW�KDV�GRQH�QR�IDPLO\�UHVHDUFK�WKDW�,�NQRZ�RI��'HPRFUDWV�FRQWUROOHG�WKH�+RXVH�DQG�'RZQH\�ZDV�PDNLQJ�LW�HPRWLRQDOO\�FOHDU�WKDW�DQ\RQH�ZKR�GLG�QRW�VXSSRUW�KLV�FKLOG�VXSSRUW�HQIRUFHPHQW�LQLWLDWLYHV�ZDV�KLV�HQHP\��'HVSLWH�WKH�IDFW�WKDW�D�UDWKHU�REYLRXV�SROLWLFDO�ZDU�DJDLQVW�PDUULDJH�DQG�IDPLO\�ZDV�EHLQJ�VSHDUKHDGHG�DJDLQVW�IDWKHUV��DQG�FKLOG�VXSSRUW�ZDV�WKH�SULPDU\�ZHDSRQ��'RZQH\�RQH�RI�WKH�JHQHUDOV���%DXHU�H[SODLQHG�WKDW�FKLOG�VXSSRUW�ZDV�MXVW�QRW�KLV�LVVXH��,Q�������*DU\�%DXHU�DSSHDUHG�LQ�DQRWKHU�KHDULQJ�KHDGHG�E\�7RP�'RZQH\��WKLV�WLPH�RQ�'RZQH\
V�JRYHUQPHQW�DVVXUHG�FKLOG�VXSSRUW�EHQHILW��%DXHU�WRRN�D�SRVLWLRQ�LQ�IDYRU�RI�VWURQJHU�FKLOG�VXSSRUW�HQIRUFHPHQW��LQ�HIIHFW��VXSSRUWLQJ�WKH�SROLWLFDO�ZDU�DJDLQVW�PDUULDJH�DQG�IDPLO\��+LV�SULFH�IRU�WKDW�VXSSRUW�ZDV�DSSDUHQWO\�DQ�LQFUHDVHG�WD[�EUHDN�IRU�PDUULHG�FRXSOHV��'HVSLWH�WKH�QDPH�RI�WKH�RUJDQL]DWLRQ�KH�ZRUNHG�IRU��)DPLO\�5HVHDUFK�&RXQFLO���WKLV�VHHPHG�WR�EH�WKH�VLQJOH�LVVXH�RI�LQWHUHVW�RWKHU�WKDQ�KHOSLQJ�5HSXEOLFDQV�JHW�HOHFWHG��%DXHU�LV�QRZ�KHDG�RI�DQ�RUJDQL]DWLRQ�FDOOHG��$PHULFDQ�9DOXHV���D�SROLWLFDO�LQWHUHVW�JURXS�ZKLFK�VLPLODUO\�DSSHDUV�WR�KDYH�QR�LQWHUHVW�LQ�FRUH�$PHULFDQ�SROLWLFDO�YDOXHV��7KH��,QVWLWXWH�IRU�$PHULFDQ�9DOXHV��LV�WKH�FRXQWHUSDUW�RI��$PHULFDQ�9DOXHV���:KLOH�HVSRXVLQJ�ZKDW�DSSHDU�WR�EH�VRFLDOO\�FRQVHUYDWLYH�SRVLWLRQV��LW�VXSSRUWV�'HPRFUDWV�DQG�LV�HYHQ�PRUH�RSHQO\�KRVWLOH�WR�LQGLYLGXDO�ULJKWV���$IILOLDWH�VFKRODU��IRU�WKH�RUJDQL]DWLRQ��7RP�6\OYHVWHU�UHFHQWO\�WRRN�SDUW�LQ�D�URXQGWDEOH�GLVFXVVLRQ�DW�0HQV1HZV'DLO\�FRP�HQWLWOHG�)DWKHUV
�5LJKWV�DQG�WKH�0DUULDJH�0RYHPHQW LQ�ZKLFK�KH�SUHVHQWHG�IXQGDPHQWDO�ULJKWV�DV�MXVW�DQ�DOWHUQDWLYH�SROLF\�FKRLFH��:KHQ�FRQIURQWHG�DERXW�WKH�DEVHQFH�RI�GLVWLQFWLRQ�KH�FRQIHVVHG�WKDW�KH�GLG�QRW�XQGHUVWDQG WKH�DUJXPHQW��2QH�ZRQGHUV�KRZ�D�PDQ�FDQ�EHFRPH�DQ�DIILOLDWH�VFKRODU�IRU�DQ�RUJDQL]DWLRQ�FDOOHG�WKH��,QVWLWXWH�IRU�$PHULFDQ�9DOXHV��ZLWKRXW�KDYLQJ�D�FOXH�DERXW�ZKDW�WKH�FRUH�$PHULFDQ�YDOXHV�DUH�$Q\RQH�ZKR�VWLOO�GRHVQ
W�JHW�LW�VKRXOG�FRQVLGHU�WKH������IHGHUDO�'HIHQVH�RI�0DUULDJH�$FW��ZKLFK�VD\V�WKDW�VWDWHV�GRQ
W�KDYH�WR�UHFRJQL]H�VDPH�VH[��PDUULDJHV��JUDQWHG�LQ�RWKHU�VWDWHV��$IWHU�PRUH�WKDQ�D�TXDUWHU�FHQWXU\�RI�IHGHUDO�LQWUXVLRQ�WKDW�OHG�WR�WKH�WUDQVIRUPDWLRQ�RI�PDUULDJH�DQG�IDPLO\�LVVXHV�IURP�VDFUHG�DQG�HVVHQWLDO�KXPDQ�LQVWLWXWLRQV�WR�PHUH�VRFLDO�SROLF\��WKH�DFW�OHDYHV�IXUWKHU�UHGHILQLWLRQ��HVVHQWLDO�WR�VRUWLQJ�RXW�WKH�FKDRV��WR�WKH�VWDWHV��$OO�VWDWH�FRXUWV�ZLOO�ILQG�LW�TXLWH�GLIILFXOW�WR�GHQ\�HTXDO�WUHDWPHQW�XQGHU�ODZV�WKDW�KDYH�QR�FRQQHFWLRQ�WR�DQ\WKLQJ�PRUH�WKDQ�DQ�LQYHQWLRQ�RI�JRYHUQPHQW���7KH�0DVVDFKXVHWWV�GHFLVLRQ�RQ�VDPH�VH[�PDUULDJH�PDGH�LW�FOHDU�WKDW�WKH�FRXUW�UHJDUGV�PDUULDJH�DV�QRWKLQJ�PRUH��LWV�GHILQLWLRQ�SXUHO\�DQ�DUWLILFLDO�SROLWLFDO�FKRLFH��7KLV�LV�D�JHQHUDO�UHVXOW�RI�WKH�IHGHUDO�LQWUXVLRQ�LQWR�PDUULDJH�DQG�IDPLO\�SROLF\�RYHU�WKH�SDVW�TXDUWHU�FHQWXU\���%HVLGHV�WKDW��HYHU\RQH�DJUHHV�WKDW�WKH�IHGHUDO�'HIHQVH�RI�0DUULDJH�$FW�LV�XQFRQVWLWXWLRQDO��DQG�ZDV�WKHUHIRUH�QHYHU�D�VHULRXV�DWWHPSW�WR�VROYH�WKH�SUREOHP��7KH�WZR�SDUWLHV�DQG�WKHLU�VXSSRUW�JURXSV�ZRUNHG�WRZDUG�WKH�GHPLVH�RI�PDUULDJH�DV�ZH�NQHZ�LW�DQG�HYHQ�QRZ�DUH�GRLQJ�QRWKLQJ�WR�SUHVHUYH�PDUULDJH�DQG�IDPLO\�7KH�VXJJHVWLRQ�WR�DPHQG�WKH�FRQVWLWXWLRQ�WR�SUHVHUYH�PDUULDJH�E\�GHILQLQJ�LW�DV�D�XQLRQ�EHWZHHQ�D�PDQ�DQG�D�ZRPHQ�LV�\HW�DQRWKHU�ZD\�WR�DYRLG�WKH�FRUH�SUREOHP��WKH�IDFW�WKDW�PDUULDJH�DQG�IDPLO\�KDV�DOUHDG\�EHHQ�ULSSHG�IURP�LWV�QDWXUDO�DQG�FXOWXUDO�URRWV�E\�&RQJUHVV��$IWHU�\HDUV�RI�ZDLWLQJ�WR�VHH�ZKDW�FRXUWV�GHFLGH��DQG�WKHQ�\HDUV�WR�FDUU\�RXW�WKH�GLIILFXOW�SURFHVV�UHTXLUHG�IRU�VXFK�DQ�DPHQGPHQW��LW�LV�XQOLNHO\�WKDW�LW�ZLOO�SDVV��*URXSV�IDYRULQJ�VDPH�VH[�PDUULDJH�ZLOO�FDUU\�RXW�D�SURIHVVLRQDO�FDPSDLJQ�DJDLQVW�LW��ZKLOH�PRVW�FRQVHUYDWLYHV�ZKR�JHW�SXEOLF�DWWHQWLRQ�WHQG�WR�EH�VR�EXUGHQHG�ZLWK�KLVWRULFDO�VXSSRUW�IRU�DQWL�IDPLO\�SROLF\�WKDW�WKH\�ZLOO�EH�XQDEOH�WR�SXW�WRJHWKHU�WZR�FRKHUHQW�VHQWHQFHV�LQ�VXSSRUW�7KHUH�LV�UHDOO\�RQO\�RQH�VHW�RI�SHRSOH�WKDW�LV�HPRWLRQDOO\�DQG�LQWHOOHFWXDOO\�HTXLSSHG�WR�OHDG�D�GHIHQVH�RI�IDPLO\�PRYHPHQW��IDWKHUV���2Q�WKLV�SRLQW��VHH�DOVR�'LYRUFHG�'DGV��)DPLO\�&KDPSLRQV��$IWHU�GHFDGHV�RI�IHPLQLVW�P\WK��IDPLO\�UHVHDUFKHUV�DQG�SROLWLFDO�SXQGLWV�KDYH�ILQDOO\�JRWWHQ�DURXQG�WR�DGPLWWLQJ�WKDW�IDWKHUV�DUH�LPSRUWDQW��%XW�HYHQ�QRZ�WKH\�RIWHQ�JURSH�IRU�VSHFLILFV��VXJJHVWLQJ�VWXGLHV�DQG�H[SHULPHQWV�WR�GHILQH�WKH�UROH�RI�IDWKHUV�LQ�IDPLOLHV��0HDQZKLOH��IDWKHUV�KDYH�EHHQ�DFWLQJ�OLNH�IDWKHUV�LQ�VSLWH�RI�SHRSOH�ZKR�GRQ
W�NQRZ�ZKDW�LW�PHDQV��(YHQ�ZKHQ�VXUURXQGHG�E\�WKH�VWUDQJH�HYHQWV�DQG�LGHDV�WKDW�ZH�KDYH�HQFRXQWHUHG RYHU�WKH�SDVW�TXDUWHU�FHQWXU\�RI�DQWL�IDPLO\�SROLWLFV��ZH�VWLOO�ILQG�D�ZD\�WR�GHIHQG�WKH�IDPLO\��0\�VXJJHVWLRQ�WR��FRQVHUYDWLYH���RU�RWKHU��JURXSV�WKDW�DUH�VHULRXV�DERXW�WKH�GHIHQVH�RI�PDUULDJH�LV�WR�HLWKHU�VXSSRUW�XV�RU�JHW�RXW�RI�WKH�ZD\�
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�PRQH\�EXW�UDWKHU�WR�ORRN�DW�WKH�VWUXFWXUH�RI�WKHVH DUUDQJHPHQWV��,�FDQQRW�WKLQN�RI�DQ\WKLQJ�WKDW�LV�PRUH�LPSRUWDQW�WR�PLOOLRQV�RI�$XVWUDOLDQV�WKDQ�FXUUHQW�FXVWRG\�DUUDQJHPHQWV��7KLV�LVVXH�LV�SURSHUO\�WKH�FRQFHUQ�RI�WKH�QDWLRQDO�SDUOLDPHQW��DQG�,�KRSH�LW�EULQJV�IRUWK�WKH�JHQXLQH�ELSDUWLVDQ�LQYROYHPHQW�RI�WKH�RSSRVLWLRQ��7KH�VWRU\�RI�WKDW�LQTXLU\�LV��SHUKDSV�VXUSULVLQJO\��TXLWH�D�SDJH�WXUQHU��3URIHVVLRQDO�MRXUQDOLVW�DQG�'DGV2Q7KH$LU�FRP UDGLR�KRVW�-RKQ�6WDSOHWRQ�WHDPHG�XS�ZLWK�*HRIIUH\�*UHHQH�IURP�WKH�6KDUHG�3DUHQWLQJ�&RXQFLO�RI�$XVWUDOLD WR�FRYHU�HYHU\WKLQJ�IURP�WKH�LQLWLDO�DQQRXQFHPHQW��SUHVV�UHDFWLRQV��DQG�SROLWLFDO�PDQHXYHUV�WR�WKH�IORRG�RI�GLVFRQWHQW�ZLWK�FXUUHQW�FXVWRG\�DQG�FKLOG�VXSSRUW�SROLF\�H[SUHVVHG�E\�SDUHQWV�WKURXJKRXW�WKH�FRXQWU\�7R�DOORZ�UHDGHUV�DQ�HDUO\�SUHYLHZ�WKH�ERRN��D�GUDIW�RI�D�FKDSWHU�HQWLWOHG��7KH�:HLJKW�RI�(YLGHQFH��,QGLYLGXDOV�%HIRUH�WKH�,QTXLU\��LV�DYDLODEOH��3')�IRUPDW��DW�WKH�'DGV2Q7KH$LU�FRP ZHEVLWH��$GGLWLRQDO�FKDSWHUV�ZLOO�EH�DYDLODEOH�LQ�WKH�IXWXUH��7KH�:HLJKW�RI�WKH�(YLGHQFH��SURYLGHV�D�GLUHFW�ORRN�LQWR�WKH�SXEOLF�PHHWLQJV�KHOG�E\�WKH�FRPPLWWHH��DV�SDUHQW�DIWHU�SDUHQW��IDWKHUV��PRWKHUV��DQG�JUDQGPRWKHUV�WDNH�WR�WKH�PLFURSKRQH�WR�WHOO�WKHLU�VWRULHV�DQG�FDOO�IRU�MXVWLFH��)RU�RQH�ZKR�KDV�VSHQW�\HDUV�VWXG\LQJ��DQDO\]LQJ��DQG�ZULWLQJ�DERXW�WKH�SUREOHPV�RI�WKH�QHZ�V\VWHP��LW�IHOW�OLNH�WKH�FDYDOU\�KDG�DUULYHG��
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V�QR�VHFUHW�WKDW�WKH�ROG�PHGLD�KDV�VWURQJ�WLHV�WR�WKH�'HPRFUDW�3DUW\��7KH�KXJH�FRQWUDVW�EHWZHHQ��DQDO\VLV��RI�HYHQWV�GXULQJ�'HPRFUDW�DQG�5HSXEOLFDQ�DGPLQLVWUDWLRQV�KDV�SURYHQ�WKDW�RYHU�DQG�RYHU�DJDLQ��)URP�DERXW�WKH�����V�WKURXJK�WR�WKH�ODVW�SUHVLGHQWLDO�HOHFWLRQ��'HPRFUDWV�DQG�WKHLU�PHGLD�RXWOHWV�PDGH�VXUH�WKH�SXEOLF�NQHZ�KRZ�SURXG�WKH\�ZHUH�WR�KDYH�IHZHU PDOH�����DK�����PRUH�IHPDOH�YRWHV�WKDQ�5HSXEOLFDQV�± WKH�VR�FDOOHG��JHQGHU�JDS��,W�GLGQ
W�PDWWHU�WKDW�WKH�H[WUD�VKDUH�RI�WKH�SUR�'HPRFUDW�IHPDOHV�ZHUH�EHLQJ�SHUVXDGHG�E\�IHPLQLVW�H[WUHPLVWV�DQG�WKDW�WKH�IHPLQLVW�DJHQGD ZDV�DFWXDOO\�SXW�WRJHWKHU�E\�D�FRDOLWLRQ�RI�RUJDQL]HG�FULPH��DQWL�:HVW�OHIWLVW�H[WUHPLVWV��DQG�KRPRVH[XDOV�LQWHUHVWHG�LQ�GHVWUR\LQJ�WKH�$PHULFDQ�IDPLO\��,W�KDG�EHFRPH�DQ�DJHQGD�WKDW�EHQHILWHG�WKH�'HPRFUDW�3DUW\��DQG�WKDW�ZDV�JRRG�HQRXJK�IRU�WKH�ROG�PHGLD��/HW�ORRVH�WKH�GRJV�RI�FKDRV�,W
V D�IXQQ\�WKLQJ�DERXW�YRWHU�VWDWLVWLFV��7KHUH
V�D�OHVVRQ�KHUH�WKDW�ZLOO�DOVR�EHQHILW�DQ\RQH�ORRNLQJ�DW�DQ\�VWDWLVWLFV�UHODWHG�WR�SROLF\�DUJXPHQWV��5HVSRQVHV�WR�VWDWLVWLFV��ZKHWKHU�WUXH�RU�QRW��DUH�QRW�DOZD\V�ZKDW�\RX�H[SHFW��&RXUWLQJ�WKH�ZRPHQ
V�YRWH�PLJKW�VHHP�WR�PHDQ�LQFUHDVLQJ�WKH�QXPEHU�RI�ZRPHQ�ZKR�YRWH�IRU�WKH�SDUW\��%XW�WKHUH�DUH�DFWXDOO\�WZR�ZD\V�WR�DFKLHYH�SDULW\��7KH�RWKHU�LV�WR�ULG�\RXUVHOI�RI�D�VLJQLILFDQW�VKDUH�RI�WKDW�DQQR\LQJ�VXSSRUW�WKH�SDUW\�JHWV�IURP�PHQ��%HWWHU�VWLOO��LI�\RX�FDQ�TXLFNO\�JDWKHU�VRPH�IHPDOH�YRWHV�EHIRUH�WRR�PDQ\�PHQ�UHDOL]H�ZKDW�KDSSHQHG�$IWHU�VRPH�WULDO�DQG�HUURU��LW�ZDV�GLVFRYHUHG�WKDW��FKLOG�VXSSRUW��ZDV�WKH�EHVW�VSHDUKHDG�LVVXH��7KH�OHIW�SURYLGHG�SURSDJDQGD�WKDW�VLPXOWDQHRXVO\�DWWDFNHG�D�ZLGH�UDQJH�RI�WDUJHWV��LW�WDNHV�VRPH�DQDO\WLFDO�HIIRUW�WR�PDNH�VROLG�VRPH�RI�WKH�FRQQHFWLRQV�,�VXJJHVW�± EXW�VXUHO\�\RX�PXVW�KDYH�VXVSHFWHG���PHQ��LQGLYLGXDO�ULJKWV���SDWULDUFK\��KHWHURVH[XDO�UHODWLRQVKLSV�DQG�IDPLO\���DQG�D�YDVW�PDOH�FRQVSLUDF\�DJDLQVW�ZRPHQ��VHSDUDWLRQ�RI�SRZHUV��VWDWHV�DQG�LQGLYLGXDO�ULJKWV��WKH�&RQVWLWXWLRQ�JHQHUDOO\���%\�LQWURGXFLQJ�WKH�ZRUGV��UHVSRQVLEOH��DQG��ZHOIDUH�UHIRUP��WKH�SURSDJDQGD�ZDV�PDGH�LGHRORJLFDOO\�DFFHSWDEOH�WR�FRQVHUYDWLYHV�DQG�PRGHUDWHV�+RZ�PDQ\�RI�\RX�DFWXDOO\�SDLG�FORVH�DWWHQWLRQ�WR�ZHOIDUH�UHIRUP�UKHWRULF�DQG�ZHOIDUH�UHIRUP"�%RWK�SDUWLHV�VXSSRUW�WKH�LGHD�WKDW�ZHOIDUH�UHIRUP�VKRXOG�LQFRUSRUDWH�ZKDW�WKH\�UHIHU�WR�DV��WUDGLWLRQDO�$PHULFDQ�YDOXHV����*HW�\RXU�GLFWLRQDU\�RXW�DQG�ORRN�XS��YDOXHV��LI�\RX�QHHG�WR��EXW�DOO�,
P�WHOOLQJ�\RX�LV�WKLV�LV�ZKDW WKH\�VDLG����7UDGLWLRQDO�$PHULFDQ�YDOXHV�LQFOXGH�ZRUN��IDPLO\��DQG�UHVSRQVLELOLW\���7KH�ZD\�WKH\
YH�SXUVXHG�WKH�DJHQGD�KDV�EHHQ�WR�H[SDQG�ZHOIDUH�WR�HQFRPSDVV�DOO�SHRSOH�UHJDUGOHVV�RI�LQFRPH��DQG�WUDQVIRUP�HYHU\WKLQJ�IURP�WKH�SULYDWH�VSKHUH�LQWR�SXEOLF�ZHOIDUH�LVVXHV��ZRUN��IDPLO\��DQG�UHVSRQVLELOLW\��1RWKLQJ�LV�OHIW�LQ�WKH�SULYDWH�VSKHUH��7KH�RQO\�UHPDLQLQJ�SXUSRVH�IRU��LQGLYLGXDO�ULJKWV��LV�WR�DVVXUH�WKDW�HYHU\RQH�OLYHV�HTXDOO\�XQGHU�WKH�\RNH�RI�SXEOLF�SROLF\��:H�KDYH�EHFRPH�D�VRFLDOLVW�FRXQWU\��)UHHGRP�LV�RII�WKH�DJHQGD�IRU�ERWK�SDUWLHV�3HRSOH�ZKR�ZHUH�SD\LQJ�DWWHQWLRQ�ZDWFKHG�WKH�UDSLG�HURVLRQ�WDNH�SODFH��0DUULDJH�ZDV�UHGHILQHG�DQG�IDPLO\�ODZ�WUDQVSRUWHG�IURP�WKH�SULYDWH�VSKHUH�WR�WKDW�RI�JRYHUQPHQW�IXQFWLRQV��QR�ORQJHU�SURWHFWHG�IURP�LQWUXVLRQ�DQG�DUELWUDU\�PDQLSXODWLRQ�7KH�ROG�PHGLD�VSHQW�\HDUV�SXVKLQJ�WKH�SURSDJDQGD��'XULQJ�WKH�HDUO\�����V�LW�ZDV�FOHDU�WKH\�ZHUH�VHOOLQJ�WKH�LGHD�WKDW�FKLOG�VXSSRUW�UHIRUP�ZDV�RQH�RI�WKH�PRVW�LPSRUWDQW�LVVXHV�LQ�WKH�ZRUOG��7KHUH�ZDV�D�ORQJ�SHULRG�ZKHQ��GHDGEHDW�GDG� K\VWHULD�ILOOHG�WKH�DLUZD\V�QLJKWO\��DQG�LI�\RX�PLVVHG�LW�WKHUH�\RX�FRXOG�JHW�LW�WKURXJK�DOPRVW�HYHU\�QHZVSDSHU�DQG�ZHHNO\�PDJD]LQH�LQ�WKH�FRXQWU\�7KH�SURSDJDQGD�GLHG�GRZQ�ZKHQ�LW�ZDV�SURYHQ��EH\RQG�DQ\�GRXEW�ZKDWVRHYHU�WKDW�LW�ZDV�DOO�XQWUXH��IDWKHUV�GLG�QRW�W\SLFDOO\�DEDQGRQ�WKHLU�IDPLOLHV�DQG�WKH\�ZHUH�JRRG�DW�SURYLGLQJ�ILQDQFLDO�VXSSRUW�HYHQ�DIWHU�GLYRUFH�VR�ORQJ�DV�WKH\�ZHUH�DEOH��3RYHUW\�KDV�VHYHUDO�FDXVHV��EXW�ZHDOWK\�IDWKHUV�ZKR�UHIXVHG�WR�VXSSRUW�WKHLU�FKLOGUHQ�ZDV�QRW�DPRQJ�WKHP�H[FHSW�LQ�UDUH�FDVHV��DQG�WKRVH�ZHUH�RIWHQ�TXHVWLRQDEOH���$IWHU�\HDUV�RI�SXVKLQJ�LW�DV�RQH�RI�WKH�PRVW�LPSRUWDQW�SROLF\�LVVXHV�RI�DOO�WLPH��VXGGHQO\�LW�ZDVQ
W�LPSRUWDQW�DW�DOO��1R�KHDGOLQHV�EODUHG���'HDGEHDW�'DG�3URSDJDQGD�)DOVH���RU��0DVVLYH�0XOWL�%LOOLRQ�'ROODU�)DPLO\�3ROLF\�)UDXG�([SRVHG���3ROLWLFV�KDV�QRWKLQJ�WR�GR�ZLWK�UHDOLW\��,Q�$PHULFD��LW�KDV�RQO\�WR�GR�ZLWK�ZKDW
V�JRRG�IRU�WKH�SDUW\��,W�ZDV�DOUHDG\�WUXH�WKDW�QHLWKHU�SDUW\�ZRXOG�EHQHILW�IURP�WKH�WUXWK�%XW�WKH�QHZV�KDV�VORZO\�OHDNHG�RXW�DQG�KDG�VRPH�HIIHFW�RQ�SROLWLFDO�UKHWRULF�DQG�SROLF\��7KH�IHGHUDO�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�KDV�QRW�UHGXFHG�SRYHUW\�RU�ZHOIDUH�GHSHQGHQF\��QHYHU�KDG�DQ\�FKDQFH��EXW�KDV�H[SDQGHG�ZHOIDUH�SROLF\�WR�HQFRPSDVV�DOO�IDPLOLHV�UHJDUGOHVV�RI�LQFRPH�DQG�WUDQVIRUPHG�PDUULDJH�DQG�IDPLOLHV�LQWR�JRYHUQPHQW�IXQFWLRQV��8QIRUWXQDWHO\��FRPPLWPHQW�WR�WKH�PXOWL�ELOOLRQ�GROODU�VSHQGLQJ�RQ�FKLOG�VXSSRUW�HQIRUFHPHQW�DQG�WKH�FRUUXSWLRQ�WKDW�JRHV�ZLWK�LW�KDV�EHHQ�WRR�VWURQJ�IRU�OHDNV�WR�WXUQ�WKH�WLGH��$FFRUGLQJ�WR�SDUWLVDQ�VRXUFHV��LW
V�DOO�ZRUNLQJ�DV�DGYHUWLVHG��,QVWHDG�RI�EDFNLQJ�RII��WKH�DJHQGD�LV�VWLOO�VHW�WR�LQWUXGH�IXUWKHU�DQG�IXUWKHU�LQWR�IDPLO\�OLIH��7KHUH�LV�QR�SROLWLFDO�SDUW\�RU�RUJDQL]DWLRQ�WKDW�RSSRVHV�WKLV�PRPHQWXP�WKDW�WKH�ROG�PHGLD�ZLOO�SD\�PXFK�DWWHQWLRQ�WR�3ROLWLFLDQV�KDYH�FRQWLQXHG�WR�VWHHU�IDPLO\�SROLF\�DFFRUGLQJ�WR�WKH�VDPH�DJHQGD��EXW�PDQ\�KDYH�WULHG�WR�EH�FDUHIXO�WR�LPSO\�UDWKHU�WKDQ�UHSHDW�WKH�OLHV�XSRQ�ZKLFK�WKH�DJHQGD�ZDV�IRUPXODWHG��:KHQ�SUREOHPV�DUH�H[SRVHG��WKH\�DUH�TXLFN�WR�DYRLG�UHVSRQVLELOLW\��PRVWO\�E\�EODPLQJ�IDWKHUV�DQG�WKH�FRXUWV���%ODPLQJ�WKH�FRXUWV�PRVW�UHFHQWO\�IRU�VDPH�VH[�PDUULDJH��ZKLFK�LV�KDUG�WR�DYRLG�QRZ�WKDW�PDUULDJH�DQG�IDPLO\�DUH�JRYHUQPHQW�IXQFWLRQV���7KH�UKHWRULF�KDV�EHFRPH�IUDJPHQWHG��LQFRQVLVWHQW��DQG�D�ELW�VFKL]RSKUHQLF�DW�WLPHV���KHOSLQJ�IDWKHUV��E\�WKUHDWHQLQJ�WKHP��WKURZLQJ�WKHP�LQ�MDLO��DQG�WDNLQJ�VR�PXFK�RI�WKHLU�LQFRPH�WKDW�WKH\�DUH�QR�ORQJHU�DEOH�WR�VXSSRUW�WKHPVHOYHV��DQG�LQYLWLQJ�UHOLJLRXV�LQVWLWXWLRQV�LQWR�WKH�SURJUDP�WR�FUHDWH�DQ�LOOXVLRQ�RI�PRUDO�MXVWLILFDWLRQ�0DUULDJH�DQG�IDPLO\�SROLF\�LV�QRW��DFFRUGLQJ�WR�WKH�&RQVWLWXWLRQ��D�IHGHUDO�LVVXH���$OWKRXJK�WKH�&RQVWLWXWLRQ�LV�SDLQIXOO\�DZDUH�RI�LWV�RZQ�LQWHQW�WR�SURWHFW�PDUULDJH�DQG�IDPLO\�DV�D�SULYDWH�LVVXH���7KH�IHGHUDO�JRYHUQPHQW�FDQ�RQO\�EHFRPH�LQYROYHG�LQ�LVVXHV�QRW�DVVLJQHG�WR�LW�ZKHQ�WKHUH�LV�D�QH[XV�EHWZHHQ�DQ�LVVXH�DQG�H[LVWLQJ�OHJLWLPDWH�IHGHUDO�LQWHUHVWV��<RX�VXUHO\�UHPHPEHU�ZKDW�WKDW�FRQQHFWLRQ�ZDV��7KH�
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IHGHUDO�JRYHUQPHQW�VHW�RXW�WR�VDYH�PRQH\�RQ�ZHOIDUH�E\�WUDFNLQJ�GRZQ��GHDGEHDW�GDGV��DQG�PDNLQJ�WKHP�SD\��HYHQ�WKRXJK�UHGLVWULEXWLRQ�RI�LQGLYLGXDO�ZHDOWK�LV�QRW�D�&RQVWLWXWLRQDOO\�GHILQHG�OHJLWLPDWH�IHGHUDO�LQWHUHVW���1RQ�ZHOIDUH�UHODWHG�FKLOG�VXSSRUW��ZKLFK�ZDV�ZKDW�ZDV�DFWXDOO\�HIIHFWHG�E\�WKH�IHGHUDO�UHIRUPV��ZDV�LQ�IDFW�D�SXUHO\�SULYDWH�LVVXH��VXEMHFW�WR�FRXUW�RUGHU�WKURXJK�FLYLO�DFWLRQ�EHWZHHQ�WKH�SDUWLHV�LQYROYHG��5HSXEOLFDQV�DUH�VHW�WR�FXW�WKH��OHJLWLPDWH�LQWHUHVW��DQFKRU�DOWRJHWKHU��DW�OHDVW�EULQJLQJ�UHDOLW\�D�ELW�FORVHU�WR�SROLWLFV��7KH�51&�ZHE�VLWH�SUHVHQWV�3UHVLGHQW�%XVK
V�SRVLWLRQ�RQ�ZHOIDUH��+HUH
V�DQ�LWHP�WR�WKLQN�DERXW�6WUHQJWKHQLQJ�&KLOG�6XSSRUW�(QIRUFHPHQW�DQG�(QFRXUDJLQJ�6WDWHV�WR�*LYH�&KLOG�6XSSRUW�3D\PHQWV�7R�0RWKHUV�$QG�&KLOGUHQ��8QGHU�FXUUHQW�ODZ��JRYHUQPHQW�NHHSV�D�VXEVWDQWLDO�SRUWLRQ�RI�WKH�PRQH\�FROOHFWHG�WR�SD\�SDVW�GXH�FKLOG�VXSSRUW�LQ�FDVHV�RI�IDPLOLHV WKDW�KDYH�UHFHLYHG�ZHOIDUH��7KH�3UHVLGHQW¶V�SURSRVDO�SURYLGHV�ILQDQFLDO�LQFHQWLYHV�IRU�WKH�VWDWHV�WR�JLYH�DV�PXFK�RI�WKLV�PRQH\�DV�SRVVLEOH�WR�PRWKHUV�DQG�FKLOGUHQ��HVSHFLDOO\�PRWKHUV�ZKR�KDYH�OHIW�ZHOIDUH�
6R�WKH�LGHD�WKDW�WKH�IHGHUDO�JRYHUQPHQW�LV�LQYROYHG�LQ�FKLOG�VXSSRUW�IRU�WKH�SXUSRVH�RI�UHFRYHULQJ�ZHOIDUH�SD\PHQWV�LVQ
W�DOO�WKDW�LPSRUWDQW��1RZ�WKDW�WKH�IHGHUDO�JRYHUQPHQW�LV�LQYROYHG��LW�QR�ORQJHU�PDWWHUV�ZK\�WKH\�DUH�LQYROYHG��7KH�SRLQW�RI�WKH�SROLF\�DJHQGD�LV�WR�WDNH�PRUH�IURP�PHQ�DQG�JLYH�PRUH�WR ZRPHQ��DQG�LW�GRHVQ
W�PDWWHU�ZKHWKHU�WKH�SROLF\�LV�OHJLWLPDWH�5HSXEOLFDQV�DUH�VWLOO�REYLRXVO\�TXLWH�ZRUULHG�DERXW�WKDW��JHQGHU�JDS���,W
V�REYLRXV�WKDW�WKH\�VWLOO�IHHO�WKH�QHHG�WR�SLFN�XS�PRUH�IHPDOH�YRWHV�DQG�VKHG�WKHPVHOYHV�RI�PRUH�RI�WKRVH�LUULWDWLQJ�PDOH�YRWHV�± HOVH�WKH�ROG�PHGLD�PLJKW�SLFN�RQ�WKHP�DJDLQ��$OO�,�FDQ�VXJJHVW�WR�OR\DO�5HSXEOLFDQ�PDOHV�LV�WR�KHOS�WKHP�E\�QRW�YRWLQJ�IRU�WKHP�
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6DGGDP�+XVVHLQ�&DSWXUHGKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP
5RJHU�)��*D\��01'�1HZV:LUH����������

�/DGLHV�DQG�JHQWOHPHQ��ZH�JRW�KLP���� &RDOLWLRQ�3URYLVLRQDO�$XWKRULW\�DGPLQLVWUDWRU�3DXO�%UHPHU
�7KH�WLPH�IRU�QDWLRQDO�UHFRQFLOLDWLRQ�KDV�EHJXQ���� $GQDP�3DFKDFKL�DQG�$KPHG�&KDODEL��,UDTL�*RYHUQLQJ�&RXQFLO

6DGGDP�+XVVHLQ�ZDV�FDSWXUHG�ODVW�QLJKW�E\�FRDOLWLRQ�IRUFHV��+H�ZDV�IRXQG�EXULHG�LQ�D��VSLGHU�KROH��QHDU�D�PXG�KXW�DQG�D�OHDQ�WR�VWUXFWXUH�QHDU�D�UHPRWH�IDUP�KRXVH�QHDU�$GZDU��,UDT��DERXW���PLOHV�VRXWK�RI�7LNULW��ORRNLQJ�YHU\ WLUHG�DQG�GLVKHYHOHG��6ROGLHUV�RI�WKH��VW�%ULJDGH�&RPEDW�7HDP���WK�,QIDQWU\�'LYLVLRQ�OLWHUDOO\�GXJ�KLP�RXW�ZLWK�VKRYHOV��+H�LV�EHLQJ�KHOG�E\�FRDOLWLRQ�IRUFHV�DW�DQ�XQGLVFORVHG�ORFDWLRQ��$W�DQ�RIILFLDO�&RDOLWLRQ�3URYLVLRQDO�$XWKRULW\�QHZV�FRQIHUHQFH�LQ�%DJKGDG��6DGGDP�ZDV�GHVFULEHG�DV��WDONDWLYH�DQG�FRRSHUDWLYH��6LQFH�WKH�ILUVW�SXEOLF�DQQRXQFHPHQW��DURXQG�QRRQ�WRGD\�LQ�,UDT��FHOHEUDWRU\�JXQ�ILUH�KDV�EHHQ�KHDUG�WKURXJKRXW�%DJKGDG��7KHUH�LV�GDQFLQJ�LQ�WKH�VWUHHWV��&DQG\�LV�EHLQJ�SDVVHG�RXW�E\�PDQ\�SHRSOH�LQ D�WUDGLWLRQDO�VKRZ�RI�FHOHEUDWLRQ���$�GHILQLQJ�PRPHQW�LQ�WKH�KLVWRU\�RI�,UDT���$GQDP�3DFKDFKL�RI�WKH�,UDTL�*RYHUQLQJ�&RXQFLO�FDOOHG�XSRQ�WKH�&RXQFLO�WR�GHFODUH�D�SHUPDQHQW�QDWLRQDO�KROLGD\�,QWHOOLJHQFH�OHG�WR�VXVSLFLRQ�WKDW�WKH�IRUPHU�GLFWDWRU�KDV�EHHQ�KLGLQJ�QHDU�KLV�KRPH�WRZQ��$�VSLNH�RI�DFWLYLW\�GHDOLQJ�ZLWK�KLJK�OHYHO�PHPEHUV�RI�WKH�IRUPHU�UHJLPH�GXULQJ�WKH�SDVW����KRXUV�OHG�WR�D�YHU\�KLJK�GHJUHH�RI�FHUWDLQW\�DQG�QDUURZHG�WKH�VHDUFK��$Q�LQLWLDO�DVVDXOW�LQYROYLQJ�DERXW�����VSHFLDO�WURRSV�IDLOHG�WR�ILQG�KLP��7KH�DUHD�ZDV�FRUGRQHG�RII�DQG�D�V\VWHPDWLF�VHDUFK�ZDV�FRQGXFWHG�ZKLFK�OHG�WR�WKH�ORFDWLRQ�RI��VXVSLFLRXV�VWUXFWXUHV���$W�DSSUR[LPDWHO\������S�P��\HVWHUGD\��,UDT��WKH�DUUHVW�ZDV�PDGH�ZLWKRXW�LQFLGHQW��+H�KDG�D�EODFN�DQG�JUD\�EHDUG�DQG�KDV�REYLRXVO\ ORVW�ZHLJKW��KDYLQJ�EHHQ�LQ�KLGLQJ�IRU�VRPH�WLPH�ZLWK�PLQLPDO�FRQYHQLHQFHV��+H�KDG�DERXW���������GROODUV�LQ�8�6��FDVK�ZLWK�KLP��D�FDVFKH�RI�ZHDSRQV��DQG�D�WD[L�LQ�RQH�RI�WKH�VWUXFWXUHV��3RVLWLYH�LGHQWLILFDWLRQ�ZDV�QRW�WDNHQ�IRU�JUDQWHG�GXH�WR�KLV�DSSHDUDQFH�DQG�XVH�RI�ERG\�GRXEOHV�LQ�WKH�SDVW��+H�ZDV�RULJLQDOO\�LGHQWLILHG�E\�DSSHDUDQFH�DQG�VFDUV�RQ�KLV�ERG\��/HDGLQJ�PHPEHU�RI�WKH�,UDTL�*RYHUQLQJ�&RXQFLO�$KPHG�&KDODEL�DQQRXQFHG�WKDW�'1$�WHVWV�ZHUH�SHUIRUPHG�WR�FRQILUP�KLV�LGHQWLW\�7KH�,UDTL�*RYHUQLQJ�&RXQFLO�UHFHQWO\�SDVVHG�D�UHVROXWLRQ�VWDWLQJ�WKDW�6DGGDP�+XVVHLQ�ZRXOG�EH�WULHG�IRU�ZDU�FULPHV�DQG�FULPHV�DJDLQVW�WKH�SHRSOH�GXULQJ�KLV�UHLJQ��HYHQ�LQ�DEVHQWLD�LI�QHFHVVDU\��*LYHQ�WKH�FDSWXUH��LW�LV�SRVVLEOH�IRU�KLP�WR�VWDQG�WULDO�LQ�SHUVRQ��7KH�8�6��KDV�DOVR�VLJQDOHG�DQ�LQWHQW�WR�SXW�KLP�RQ�WULDO��DQG�WKDW�KH�PD\�IDFH�WKH�GHDWK�SHQDOW\�,UDTL�)RUHLJQ�0LQLVWHU�+RVK\DU�=HEDUL�PDGH�D�SXEOLF�VWDWHPHQW�H[SUHVVLQJ�KLV�EHOLHI�WKDW�WKH�FDSWXUH�ZRXOG�KHOS�WKH�SHRSOH�RI�,UDT�XQGHUVWDQG�WKDW�WKH�ORQJ�HUD�RI�GLFWDWRUVKLS KDV�GHILQLWHO\�HQGHG��ZKLFK�ZLOO�LQ�WXUQ�DVVLVW�LQ�WKH�SURFHVV�RI�WUDQVIRUPLQJ�WKH�FRXQWU\�LQWR�D�GHPRFUDF\��DQG�KHOS�,UDT�WRZDUG�D�VWURQJHU�DQG�PRUH�VWDEOH�SDUWLFLSDWLRQ�LQ�WKH�LQWHUQDWLRQDO�FRPPXQLW\�,W�LV�SURSRVHG�WKDW�,UDT�VKDOO�KDYH�HVWDEOLVKHG�DQ�LQGHSHQGHQW�GHPRFUDWLF�JRYHUQPHQW�EHIRUH�WKH�HQG�RI�-XQH�
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:K\�,�2SSRVH�7KH�)HGHUDO�0DUULDJH�$PHQGPHQWKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP
5RJHU�)��*D\����������

0DUULDJH�LQ�WKH�8QLWHG�6WDWHV�VKDOO�FRQVLVW�RQO\�RI�WKH�XQLRQ�RI�D�PDQ�DQG�D�ZRPDQ��1HLWKHU�WKLV�&RQVWLWXWLRQ�RU�WKH�FRQVWLWXWLRQ�RI�DQ\�6WDWH��QRU�VWDWH�RU�IHGHUDO�ODZ��VKDOO�EH�FRQVWUXHG�WR�UHTXLUH�WKDW�PDULWDO�VWDWXV�RU�WKH�OHJDO�LQFLGHQWV�WKHUHRI�EH�FRQIHUUHG�XSRQ�XQPDUULHG�FRXSOHV�RU�JURXSV��
,W
V�D�SROLWLFDO�FDVH��RQH�WKDW�ORRNV��IHHOV��DQG�VPHOOV�SROLWLFDO�IURP�WRS�WR�ERWWRP��,W
V�D�SURSRVHG�VROXWLRQ�WKDW�ORRNV�UHVSRQVLYH�LQ�D�PLQLPDOLVW�VXSHUILFLDO�NLQG�RI�ZD\��FUHDWHG�HQWLUHO\�ZLWKRXW�GHOYLQJ�LQWR�WKH�GHWDLOV�RI�WKH�SUREOHP�LW�LV�VXSSRVHG�WR�DGGUHVV��,W�GRHV�QRW�DGGUHVV�WKH�SUREOHPV�WKDW�OHG�WR�WKH�SURSRVDO��DQG�LW�LV�D�FRXUVH�RI�DFWLRQ�WKDW�LV�OLNHO\�WR�IDLO�:K\�GR�ZH�QHHG�D�FRQVWLWXWLRQDO�DPHQGPHQW�WR�YDOLGDWH�RQH�RI�WKH�PRVW�ZHOO�HVWDEOLVKHG�HOHPHQWV�RI�KXPDQ�DQG�QDWXUDO�ODZ"�7KH�DQVZHU�LV�TXLWH�VLPSOH��7KH�IHGHUDO�JRYHUQPHQW�LQWUXGHG��7KH�UHGHILQLWLRQ�RI�PDUULDJH�VHHPV�DW�WKLV�SRLQW�WR�EH�D�SURGXFW�RI�VWDWH�FRXUWV�ZLWK�RSSRVLWLRQ�IURP�SROLWLFDO�SDUWLHV��%XW��WKH�QHZ�GHFLVLRQV�E\�VWDWH�FRXUWV�FUHDWLQJ�VDPH�VH[��PDUULDJH��KDYH�QRW�UHGHILQHG�PDUULDJH��)URP�D�OHJDO�SHUVSHFWLYH��PDUULDJH�KDG�DOUHDG\�EHHQ�UHGHILQHG��7KH�FRXUWV�PHUHO\�DSSOLHG�WKH�QHZ�GHILQLWLRQ�LQ�YLHZ�RI�FRQVWLWXWLRQDO�SULQFLSOHV��UHFRJQL]LQJ�WKH�XQLYHUVDOLW\�RI�FHUWDLQ�ULJKWV�ZLWK�UHVSHFW�WR�SURWHFWLRQ�DJDLQVW�JRYHUQPHQW�LQWUXVLRQ�7KH�SUREOHP�ZRXOG�QRW�H[LVW�LI�FRQVWLWXWLRQDO�ULJKWV�WKDW�GHIHQG�WKH�SRSXODWLRQ�DJDLQVW�JRYHUQPHQW�LQWUXVLRQ�KDG�EHHQ�FRQVLVWHQWO\�DSSOLHG�WKURXJKRXW�WKH�SDVW�TXDUWHU�FHQWXU\��EXW�WKH\�ZHUH�QRW��7KH�DUELWUDU\�SROLWLFDO�WUHDWPHQW�RI�IDPLO\�SROLF\�EHJDQ�ZLWK�VR�FDOOHG��QR�IDXOW��GLYRUFH��7KLV�DUWLFOH�GRHV�QRW�LQWHQW�WR�SUHVHQW�WKH�SURV�DQG�FRQV�RI�WKDW�SDUWLFXODU�UDGLFDO�FKDQJH�LQ�IDPLO\�SROLF\��%XW��RQFH�VWDWHV�KDG�GHFLGHG�WR�VWRS�EDVLQJ�GLYRUFH�GHFLVLRQV�RQ�UHDOLW\�DQG�FLUFXPVWDQFH�DQG�D�VSRXVHV�FRPPLWPHQW�WR�WKHLU�RZQ�VROHPQ�SURPLVH��D�ZDOO�ZDV�EURNHQ��0DQ\�FRPPHQWDWRUV�DW�WKH�WLPH�VDLG�WKDW�PDUULDJH�KDG�EHHQ�DEROLVKHG��,QGLYLGXDOV��QHHGV��DQG�IDFWV��DV�YLHZHG�WKURXJK�LQGLYLGXDO�FDVH�UHYLHZ�LQ�FRXUWV�QR�ORQJHU�KDG�PXFK�WR�GR�ZLWK�LW��,W�ZDV�WKHQ�XS�WR�OHJLVODWRUV�WR�EHJLQ�PDNLQJ�DUELWUDU\�HQ�PDVVH GHFLVLRQV�,W�ZDV�RQO\�D�PDWWHU�RI�WLPH�EHIRUH�VSHFLDO�LQWHUHVW�JURXSV�UHFRJQL]HG�WKH�SRZHU�VKLIW�IURP�FRXUWV�WR�OHJLVODWXUHV��IURP�LQGLYLGXDO�ULJKWV�WR�DUELWUDU\�SROLWLFDO�WUHDWPHQW��*LYHQ�WKDW�VSHFLDO�LQWHUHVW�JURXSV�VXFK�DV�12:�ZKLFK�JRW�WKH�PRVW�DWWHQWLRQ�IURP�WKH�SUHVV�ZHUH�QDWLRQDO�RUJDQL]DWLRQV��LW�LV�GRXEWIXO�WKDW�DQ\RQH�EURNH�D�VZHDW�PRYLQJ�IDPLO\�ODZ�LVVXHV�IURP�VWDWH�OHJLVODWXUHV�WR�WKH�8�6��&RQJUHVV��0DUULDJH�DV�ZH�NQHZ�LW�PD\�KDYH�EHHQ�DEROLVKHG�ZKHQ��QR�IDXOW�GLYRUFH��ZDV�LQWURGXFHG��EXW�VRPHWKLQJ�KDG�WR�HPHUJH�LQ�LWV�SODFH��0DUULDJH�OLFHQVHV�ZHUH�VWLOO�EHLQJ�LVVXHG��3HRSOH�ZHUH�VWLOO�JRLQJ�WKURXJK�WKH�FHUHPRQLHV�DQG�EXLOGLQJ�IDPLOLHV��1DWXUH�PL[HG ZLWK�KXPDQ�FXOWXUDO�HYROXWLRQ��� FKDQJHV�LQ�ODZ�ZRXOG�QRW�SXW�DQ�HQG�WR�WKH�EHKDYLRU�&RQJUHVV�RYHUSOD\HG�WKH�KDQG��7KH�IHGHUDO�JRYHUQPHQW�ZDVQ
W�VXSSRVHG�WR�EH�LQYROYHG�LQ�IDPLO\�ODZ�WR�EHJLQ�ZLWK��,W�LQYROYHV�DXWKRULW\�WKDW�LV�UHVHUYHG�WR�WKH�VWDWHV�DQG�WR�WKH�SHRSOH��)RU�WKH�IHGHUDO�JRYHUQPHQW�WR�JHW�GHHSO\�LQYROYHG�WR�EHJLQ�ZLWK��WKHUH�ZDV�QR�RSWLRQ�EXW�WR�EHJLQ�ZHDYLQJ�D�WDQJOHG�ZHE��&RQJUHVV�GLG�LW�ZLWK�D�YHQJHDQFH�7RGD\��IURP�D�OHJDO�SHUVSHFWLYH��PDUULDJH�LV�QR�ORQJHU�D�VDFUHG�LQVWLWXWLRQ�WKDW�LV GHIHQGHG�DJDLQVW�JRYHUQPHQW�LQWUXVLRQ�XQGHU�SULYDF\�ULJKWV��0DUULDJH�LV�D�IXQFWLRQ�RI�JRYHUQPHQW��LQGLVWLQJXLVKDEOH�IURP�WKH�JUDQWLQJ�DQG�GLVWULEXWLRQ�RI�ZHOIDUH�EHQHILWV�,Q�WKH�0DVVDFKXVHWWV�GHFLVLRQ�HVWDEOLVKLQJ�VDPH�VH[��PDUULDJH��WKH�FRXUW�ZURWH���,Q D�UHDO�VHQVH��WKHUH�DUH�WKUHH�SDUWQHUV�WR�HYHU\�FLYLO�PDUULDJH��WZR�ZLOOLQJ�VSRXVHV�DQG�DQ�DSSURYLQJ�6WDWH���(YHQ�LQ�GLVVHQW��MXVWLFHV�UHLQIRUFHG�WKH�QHZ�QDWXUH�RI�PDUULDJH��0DUULDJH�LV��GHHSO\�URRWHG�LQ�VRFLDO�SROLF\��WKDW�PXVW��EH�WKH�VXEMHFW�RI�OHJLVODWLYH�QRW�MXGLFLDO�DFWLRQ���7KH�LGHD�WKDW�PDUULDJH�DQG�IDPLO\�DUH�GHILQHG�DV��VRFLDO�SROLF\��LV�TXLWH�QHZ�LQ�WKH�8QLWHG�6WDWHV��0DUULDJH�ZDV�D�VDFUDPHQW�LQYROYLQJ�D�VROHPQ�RDWK�DQG�ERXQG�WR�WKH�PRVW�IXQGDPHQWDO�HOHPHQWV�RI�KXPDQ�QDWXUH��1RZ�LW�LV�PHUHO\�D VWDWXWRU\�FRQVWUXFWLRQ�VZLQJLQJ�IUHHO\�LQ�WKH�EUHH]HV�RI�SXEOLF�PRRG�DQG�SROLWLFDO�PDQLSXODWLRQ�,�RSSRVH�D�FRQVWLWXWLRQDO�DPHQGPHQW�WR�DGGUHVV�WKLV�SUREOHP�EHFDXVH�LW�GRHV�QRW�DGGUHVV�WKH�SUREOHP��,W�SUHVHUYHV�WKH�QHZ�PHDQLQJ�RI�PDUULDJH�DQG�IDPLO\�DV�D JRYHUQPHQW�IXQFWLRQ��HYHQ�H[WHQGLQJ�LW�WR�D�GHILQLWLRQ�JLYHQ�LQ�RXU�IXQGDPHQWDO�SROLWLFDO�GRFXPHQW��WKH�FRQVWLWXWLRQ��$QG�,�RSSRVH�D�FRQVWLWXWLRQDO�DPHQGPHQW�WR�DGGUHVV�WKLV�SUREOHP�EHFDXVH�LW�DYRLGV�FULWLFDOO\�QHHGHG�GLVFXVVLRQ�RQ�IDPLO\�SROLF\�GXULQJ�WKLV�HOHFWLRQ�\HDU���/HW
V�MXVW�FDOP�GRZQ�DQG�ZDLW���VD\�WKH�SROLWLFLDQV��)LUVW�ZH
OO�ZDLW�DQG�VHH�ZKDW�WKH�8�6��6XSUHPH�&RXUW�VD\V��7KHQ��SHUKDSV�WU\�D�FRQVWLWXWLRQDO�DPHQGPHQW�± HYHQ�WKRXJK�WKDW�LV�XQOLNHO\�WR�VXFFHHG�/HW
V�QRW�ZDLW��,�VD\��7KH�SUREOHP�LV�FOHDU��,W�LV�D�FULWLFDO��EDVLF��GHILQLWLYH�SROLWLFDO�SUREOHP��,W�LV�DQ�HOHFWLRQ�\HDU��/HW
V�GLVFXVV�LW�QRZ�
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:KDW�KDYH�5HSXEOLFDQV�GRQH�IRU�XV�ODWHO\"KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP�
5RJHU�)��*D\����������7KH�SDJHV�RI�0HQV1HZV'DLO\�FRP KDYH�UHFHQWO\�GLVSOD\HG�WKH�PRVW�FRPPRQ�FKDUDFWHULVWLF�RI�$PHULFDQ�HOHFWLRQ�\HDU�SROLWLFV�� SDUWLVDQ�ELFNHULQJ�DW�WKH�H[SHQVH�RI�IRFXV�RQ�LVVXHV��01'�KDV�QHYHU�KLGGHQ�LWV�FRQVHUYDWLYH�WHQGHQFLHV��D�PXFK�QHHGHG�EDODQFH�WR�WKH�LQFUHDVLQJO\�LUUDWLRQDO�DQG�RIWHQ�H[WUHPH�OHIWLVW�ELDV�RI�WKH�ROG�PHGLD��01'�ZULWHUV�DQG�UHDGHUV�DOLNH�H[SUHVV�VWURQJ�VXSSRUW�IRU�DGKHUHQFH�WR�FRQVWLWXWLRQDO�SULQFLSOHV�DQG�D�VWURQJ�DYHUVLRQ�WR�DUELWUDU\�JRYHUQPHQW�FRQWURO�WKURXJK�SROLFLHV�EDVHG�RQ�JURXS�SUHMXGLFH�)RU�DW�OHDVW�D�IOHHWLQJ�PRPHQW�LQ�RXU�KLVWRU\��WKH�OLQHV�RI�LGHRORJ\�DQG�SDUWLVDQVKLS�VHHPHG�WR�FRPH�WRJHWKHU��7KH�'HPRFUDW�3DUW\�KDG�D�6RYLHW��RU�1D]L��WDNH�\RXU�SLFN��WKH\�ERWK�ZRUNHG�WKH�VDPH�ZD\��DSSURDFK�WR�JRYHUQPHQW��SOD\LQJ�RQH�JURXS�DJDLQVW�DQRWKHU�DQG�SURPLVLQJ�PRQH\�DQG�SRZHU�RYHU�RWKHUV�WR�JURXSV�WKH\�FKRVH�WR�EH�RQ�WKHLU�VLGH���7KH\�ZHUH�UDFLVWV�ZKHQ�WKH�...�ZDV�SRZHUIXO�DQG�EHJDQ�SOD\LQJ�PRUH�VLGHV�LQ�WKH�����V�ZKHQ�RWKHU�PRYHPHQWV�WKUHDWHQHG�WKH�ROG�RUGHU���7KH\�KDYH�V\VWHPDWLFDOO\�HURGHG�LQGLYLGXDO�ULJKWV�XQWLO�WHQV�RI�PLOOLRQV�RI�$PHULFDQV�QRZ�IHHO�WKH�FUHVFHQGR��PDQ\�WKRXVDQGV�RI�HPRWLRQDOO\�ORDGHG��SV\FKRORJLFDOO\�PRWLYDWHG�EXUHDXFUDWV�ZLWK�WKH�SRZHU�WR�DUELWUDULO\�FRQWURO�RXU�OLYHV�E\�IRUFH�DQG�LQWLPLGDWLRQ��ZLWK�SROLFH�HQWHULQJ�RXU�KRPHV�ZLWKRXW�MXVW�FDXVH�GUDJJLQJ�XV�DZD\�DW�JXQ�SRLQW�7KH�UDWLRQDO�FKRLFH��DW�OHDVW�IRU�D�VKRUW�ZKLOH��ZDV�WKH�5HSXEOLFDQ�3DUW\��WKH�SDUW\�RI�/LQFROQ��WKH�SDUW\�RI�OLPLWHG�JRYHUQPHQW��WKH�*UDQG�2OG�3DUW\��7KH�ODVW�5HSXEOLFDQ�SUHVLGHQW�RI�WKDW�GHVFULSWLRQ�ZDV�*HUDOG�)RUG��%XW�HYHQ�KH�� ZKLOH�QRWLQJ�WKDW�FUHDWLRQ�RI�D�8�6��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�� WRRN�WKH�IHGHUDO�JRYHUQPHQW�WRR�IDU�LQWR�GRPHVWLF�UHODWLRQV��VLJQHG�WKH�ELOO�WKDW�FUHDWHG�LW��$W�OHDVW�KH�SXEOLFO\�DFNQRZOHGJHG�WKDW�LW�ZDV�ZURQJ�DQG�LQ�IDFW�SURPLVHG�WR�VXJJHVW�OHJLVODWLRQ�WR�FRUUHFW�LW�7KH�FUHDWLRQ�RI�WKH�RIILFH�ZDV�LQWURGXFHG�DV�DQ�DPHQGPHQW�WR�PRUH�SRSXODU�VRFLDO�VHUYLFHV�OHJLVODWLRQ�E\�'HPRFUDW�6HQDWRU�5XVVHOO�/RQJ��ZKRVH�IDPLO\�ZDV�VWURQJO\�DVVRFLDWHG�ZLWK�UDFLVW�QHR�QD]L�RUJDQL]DWLRQV�DQG�RUJDQL]HG�FULPH��7KHUH�ZHUH�QR�FRPSHOOLQJ�IDFWV�RU�VFLHQWLILF�ORJLF�WR�KLV�VXJJHVWLRQV��MXVW�UDQWV�DERXW��GHDGEHDWV��FRVWLQJ�WD[SD\HUV�PRQH\��,I�PXFK�RI�WKH�DQWL�IDWKHU�UKHWRULF�KH�WKUHZ�DURXQG�KDG�EHHQ�WUXH��KLV�FRUH�VXSSRUWHUV�ZRXOG�KDYH�RSSRVHG�KLP��VLQFH�PRVW�RI�WKHP�ZRXOG�KDYH�EHHQ�SDUW�RI�JURXS�KH�DWWDFNHG��$W�WKDW�WLPH�KRZHYHU��HVSHFLDOO\�JLYHQ�WKH�/RQJ�IDPLO\
V�UHSXWDWLRQ��WKH�DVVRFLDWLRQ�KH�PDGH�EHWZHHQ��GHDGEHDWV��DQG�ZHOIDUH�VXJJHVWHG�DQ�DWWDFN�RQ�UDFLDO�PLQRULWLHV��/RQJ
V�SURSRVDOV�DOVR�KXQJ�RQ�WKH�FRDW�WDLOV�RI�DQ�LQWHUQDWLRQDO�OHIWLVW�PRYHPHQW��H[SUHVVHG�WKURXJK�D�+DJXH�&RQYHQWLRQ�PDQLIHVWR�7KH�ELOO�ZDV�VLJQHG�GXULQJ�DQ�HOHFWLRQ�\HDU��MXVW�DV�PRVW�ELOOV�RI�WKLV�VRUW DUH��DV�WKH\�DUH�DLPHG�DW�VSHQGLQJ�DQG�SROLWLFDO�IDYRUV�ZLWK�WKH�KRSH�RI�JHWWLQJ�YRWHV�LQ�UHWXUQ��)RUG�ORVW�WKH�HOHFWLRQ�DQG�QR�FRUUHFWLYH�OHJLVODWLRQ�ZDV�VXJJHVWHG��1RW�PXFK�KDSSHQHG�RQ�WKLV�IURQW�GXULQJ�WKH�&DUWHU�\HDUV��+H�GLGQ
W�H[SDQG�WKH�SURJUDP��+H GLGQ
W�IL[�WKH�SUREOHP��7KH�SURJUDP�ZDV�QRW�LQ�WKH�SXEOLF�LQWHUHVW��EXW�DOVR�QRW�LQ�WKH�SROLWLFDO�LQWHUHVWV�RI�-LPP\�&DUWHU�RU�'HPRFUDWV�WR�RSSRVH��,WV�ELOOLRQ�GROODU�D�\HDU�EXGJHW�ZRXOG�EH�PLVVHG�E\�WKH�VWDWHV�$�UHYROXWLRQ�ZDV�DERXW�WR�RFFXU�DQG�QRW�PDQ\�SHRSOH�ZRXOG�VHH�MXVW�KRZ�LPSRUWDQW�LW�ZDV��5RQDOG�5HDJDQ��ZKR�KDG�LQWURGXFHG�VR�FDOOHG��QR�IDXOW��GLYRUFH�WR�WKH�8QLWHG�6WDWHV�DV�JRYHUQRU�RI�&DOLIRUQLD��ILUVW�DSSHDUHG�EHIRUH�&RQJUHVV�LQ�VXSSRUW�RI�D�IHGHUDO�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�LQ�������DORQJ�ZLWK�UHSUHVHQWDWLYHV�RI�ZKDW�LV�QRZ�ZLGHO\�DFNQRZOHGJHG�DV�D�OHIWLVW�SROLWLFDO�H[WUHPLVW�JURXS��12:��:KHQ�WKH�5HDJDQ�DGPLQLVWUDWLRQ�EHJDQ�VXJJHVWLQJ�GUDPDWLF�LQFUHDVHV�LQ�VSHQGLQJ�RQ�FKLOG�VXSSRUW�HQIRUFHPHQW�LQ�WKH�����V��WKH�5HSXEOLFDQ�3DUW\�ORVW�LQWHUHVW�LQ�OLPLWHG�JRYHUQPHQW�DQG�EXULHG�LWV�XQGHUVWDQGLQJ�RI�FRQVWLWXWLRQDO�SULQFLSOHV��7KH�QHZ�SKLORVRSKLFDO�GLYLGH�LV�DQ�$&/8���12:�YDULHW\�DQWL�UHOLJLRXV�OHIW�ZLQJ�FXOWLVP�YHUVHV�WKH�5HSXEOLFDQ
V�SRPSRXV�SVHXGR�UHOLJLRXV�ULJKW�ZLQJ�FXOWLVP��7KH�GLIIHUHQFH�LQ�WKH�GHWDLOV�RI�WKHLU�UKHWRULF�GHSHQGV�QRW�RQ�WKHLU�UHDO�SROLWLFV��EXW�RQ�WKH�FRUH�JURXSV�HDFK�SDUW\�LQWHQGV�WR�FDSWXUH�WR�ZLQ�HOHFWLRQV��,Q�WKH�HQG��ERWK�SDUWLHV�VXSSRUW�WKH�VDPH�GRPHVWLF�SROLF\�DJHQGD�DSDUW�IURP�PLQRU�GLIIHUHQFHV�KHUH�DQG�WKHUH�DQG�VRPH�H[DJJHUDWHG�GUDPD�GXULQJ�HOHFWLRQ�FDPSDLJQV��7KH�WZR�SDUW\�V\VWHP�LV�QRW�UHDOO\�DOLYH�DQG�ZHOO��-XGJHG�RQ�WKH�EDVLV�RI�KRZ�SROLWLFV�HIIHFWV�WKH�KXGGOHG�PDVVHV��ZH�KDYH�D�RQH�SDUW\�V\VWHP�ZLWK�FRPSHWLQJ�IDFWLRQV��1HLWKHU�SDUW\�UHPHPEHUV�ZKDW�D��IUHH FRXQWU\��LV�VXSSRVHG�WR�EH�OLNH��&RUUXSWLRQ�LV�UDPSDQW��7KH�FORVHVW�WKH\�HYHU�FRPH�WR�DQ�H[SUHVVLRQ�RI�LGHRORJLFDO�GLIIHUHQFH�LV�D�0DU[LVW�EDWWOH�EHWZHHQ��ELJ�EXVLQHVV��FDSLWDOLVP�DQG�WKH��ZRUNLQJ�FODVV��LQ�ZKLFK�ERWK�SDUWLHV�DFWXDOO\�PDNH�SURPLVHV�WR�ERWK�VLGHV��)RU�WKH�\HDUV�VLQFH�������5XVVHOO�/RQJ
V�DJHQGD�KDV�KHOG�D�SURPLQHQW�SODFH�LQ�WKH�RIILFLDO�'HPRFUDW�3DUW\�3ODWIRUP�DQG�GLG�QRW�ILQG�LWV�ZD\�LQWR�WKH�RIILFLDO�5HSXEOLFDQ�3ODWIRUP�XQWLO�WKH�VR�FDOOHG��&RQWUDFW�:LWK�$PHULFD���7KH�UDGLFDO�FKDQJHV�WKDW�KDYH�WDNHQ�SODFH�LQ�$PHULFD�HQMR\HG�ELSDUWLVDQ�VXSSRUW�VLQFH�WKH�WLPH�RI�5RQDOG�5HDJDQ
V�SUHVLGHQF\��5DWKHU�WKDQ�PRYLQJ�LQ�WKH�GLUHFWLRQ�SURPLVHG�E\�*HUDOG�)RUG��SUHVLGHQW�%XVK�SURPLVHG�WR��EXLOG�RQ�ZKDW�ZH�DOUHDG\�KDYH���+LV�++6�6HFUHWDU\�7RPP\�7KRPSVRQ�HQDFWHG�SODJLDUL]HG�6RYLHW�IDPLO\�SROLF\�DV�JRYHUQRU�RI�:LVFRQVLQ��DQG�KHOSHG�SURPRWH�LW�DV�WKH�QDWLRQDO�PRGHO�IRU�ZHOIDUH�UHIRUP��7KH�DVVLVWDQW�VHFUHWDU\�IRU�FKLOGUHQ�DQG�IDPLOLHV�:DGH�+RUQ�LV�D�SXEOLVKHG�DQWL�IDWKHU�ELJRW�ZKR�KDV�VSHQW�\HDUV�WU\LQJ�WR�UHFUXLW�FKXUFKHV�DQG�FKDULWLHV�LQWR�WKH�FXUUHQW�ZHE�RI�FRUUXSWLRQ��5HSXEOLFDQV�KDYH�HQMR\HG�D�PDMRULW\�LQ�ERWK�KRXVHV�RI�&RQJUHVV�DV�ZHOO�DV�KROGLQJ�WKH�SUHVLGHQF\�ZLWKRXW�DQ\�VXJJHVWLRQ�WKDW�SUREOHPV�LQ�IDPLO\�SROLF\�ZLOO�EH�IL[HG��7KH�WZR�SDUWLHV�DUH�SXUVXLQJ�WKH�VDPH�DJHQGD��ZRUNLQJ�WR�LQFRUSRUDWH�GLIIHUHQW�VHJPHQWV�RI�VRFLHW\�7KLV�LV�QRW�WKH�DSSURSULDWH�WLPH�IRU�KRQHVW�SHRSOH�ZKR�DUH�VLQFHUHO\�LQWHUHVWHG�LQ�IDPLO\�SROLF\�WR�MRLQ�WKH�SDUWLVDQ�JDPH��7R�GR�VR�OHDYHV�XV�ZLWK�QRWKLQJ�EXW�DQ�LOOXVLRQ�WKDW ZH�KDYH�VXSSRUWHG�WKH�OHVVHU�RI�WZR�HYLOV��,W�LV�WLPH�WR�DVN��ZKDW�KDYH�WKH�SDUWLHV�GRQH�IRU�PH�ODWHO\"�(YLO�LV�QRW�ZKDW�ZH�ZDQW�DQG�ZH�VKRXOG�QRW�JLYH�RXU�VXSSRUW�ZLWKRXW�FRQFUHWH�FKDQJH�
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,V�0DOH�3DVVLYLW\�RQ�WKH�:DQH"KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\������D�KWP
5RJHU�)��*D\����������)RU�GHFDGHV��WKH�IHPLQLVW�YLVLRQ�RI�WKH�QHZ�PDQ�GRPLQDWHG�WKH�WDEORLG�VRFLDO�UHYROXWLRQ�LQ�$PHULFD��7KH�GHPXUH�PDOH�ZDV�WKRXJKW�WR�EH�D�SURJUHVVLYH�UHVSRQVH�WR�PRGHUQ�ZRPHQ�ZKR�FRXOG�QR�ORQJHU�WROHUDWH�HQVODYHPHQW�E\�DXWRPDWLF�ZDVKLQJ�PDFKLQHV��VWUHDPOLQHG�PHJD�VWRUHV��DQG�IUXPS\�\HDU�ROG�IDPLO\�FDUV��)DVKLRQV�FKDQJH�DQG�VWDEOH�FKLOG�QXUWXULQJ�ZLYHV�DQ�ROG�LGHD�,I�\RXU�JUDQGIDWKHU�ZDV�GLYRUFHG��KH�FRXOG�SUREDEO\�WHOO�\RX�DERXW�WKH�IRUHUXQQHU�WR�WKH�IHPLQLVW�PRGHO��'LYRUFHG�PHQ�ORVW�WKHLU�IDPLOLHV��KRPHV��DQG�PXFK�RI�WKH�IUXLW�RI�WKHLU�OLIH
V�ZRUN�DQG�ZHUH�H[SHFWHG�WR�NHHS�TXLHW�DERXW�LW��%HIRUH�WKH�IHPDOH�PDOH��ZDV�WKH�PDFKR�PDQ�ZKR�WRRN�LW�RQ�WKH�FKLQ�ZLWK�VLOHQW�UHVLJQDWLRQ�WR�WKH�KRQRUDEOH�FRXUVH�QR�PDWWHU�KRZ�PXFK�LW�KXUW��,W
V�GRXEWIXO�DQ\RQH�NQRZV�H[DFWO\�ZKHQ�LW�EHFDPH�KRQRUDEOH�IRU�PHQ�WR�VWHS�DVLGH�DQG�FRQWLQXH�SD\LQJ�WKH�ELOOV��EXW�LW�SUREDEO\�KDG�VRPHWKLQJ�WR�GR�ZLWK�WKH�DJH�LQ�ZKLFK�RXU�PDOH�DQFHVWRUV�ZRUNHG�IRU�PRQH\�ZKLOH�WKH�ZRPHQ�IRON�WRRN�FDUH�RI�KHDUWK�DQG�KRPH�'HVSLWH�WKH�IDFW�WKDW�D�ZHOO�DGMXVWHG�KHWHURVH[XDO�PDOH�FDQ
W�FDWFK�D�EUHDN�ZLWK�WKH�ROG�PHGLD��WKH�QHZ�PDQ�LV�HPHUJLQJ�DV�VRPHWKLQJ�RWKHU�WKDQ�ZKDW�ZDV�SODQQHG��,W�LVQ
W�JUDQGSD
V�GLYRUFH�DQ\PRUH��'HFDGHV�RI�SROLWLFDO�PDQLSXODWLRQ�RSHQHG�WKH�GRRU�WR�VRFLDO�HQJLQHHULQJ�DQG�QRW�XQH[SHFWHGO\��FRUUXSWLRQ��7RGD\��IDWKHUV�DUHQ
W�H[SHFWHG�WR�WDNH�LW�RQ�WKH�FKLQ��7KH\�JHW�UDPPHG�ZLWK�EXUHDXFUDWLF�EXOO�GR]HUV�DQG�IODWWHQHG�E\�WKH�JRYHUQPHQW
V�PXOWL�ELOOLRQ�GROODU�FKLOG�VXSSRUW�PHJDOLWK��)DPLO\�ODZ�LV�MXVW�JHQHURXV�HQRXJK�WR�NHHS�WKHP�DOLYH�VR�WKH\�FDQ�IHHO�UHG�KRW�SRNHUV�MDEEHG�LQWR�WKHLU�H\HV�E\�SROLWLFLDQV�RQ�WKH�WDNH�1RW�VXUSULVLQJO\��WKH�QHZ�PDQ�LV�IRU�WKH�PRVW�SDUW��H[WUHPHO\�DQJU\��1RW�WKH�OHDVW�ELW�VXUSULVLQJO\��SROLWLFDO�VSLQ�GRFWRUV�ZKR�FXOWLYDWHG�WKLV�QHZ�HUD��OLVW�WKDW�DV�WKH�SULPDU\�UHDVRQ�WKLV�UHDO�QHZ�PDQ�VKRXOG�EH�LJQRUHG��,Q�P\�RSLQLRQ��WKHUH�LV�QR�PDJLF�LQ�WKH�G\QDPLFV�RI�WKH�VLWXDWLRQ��LJQRULQJ�KLV�FRPSODLQWV�DQG�SURWHVWV�LV�PDNLQJ�WKH�QHZ�PDQ�DQJULHU�VWLOO��&RQVLGHU��ORJLFDOO\�LI�\RX�FDQ��WKH�FRQVHTXHQFHV�RI�LJQRULQJ�DOO�EXW�KLV�PRVW�GUDPDWLF�SURWHVWV��:KHQ�WKH�SURWHVWV�DUH�QHFHVVDU\��WKH�GUDPD�ZLOO�ULVH�WR�WKH�RFFDVLRQ�,W
V�QRW�WKDW�ZH�DFWXDOO\�KDG�D SHULRG�RI�PDOH�SDVVLYLW\��,Q�WKH�HDUO\�����V��ZKHQ�VRPH�RI�WKH�PRVW�GUDPDWLF�IDPLO\�UHIRUPV�ZHQW�LQWR�HIIHFW�LQ�WKH�86$��QHZV�UHSRUWV�ZHUH�UHJXODUO\�FOXWWHUHG�ZLWK�PXUGHUV�RI�ODZ\HUV�DQG�MXGJHV��IROORZHG�E\�D�UDVK�RI�DUPHG�SROLFH�VLHJHV�VXUURXQGLQJ�WKH�KRPHV�RI�IDWKHUV�ZKR�GLGQ
W�UHWXUQ�WKHLU�FKLOGUHQ�IURP�WKHLU�YLVLWDWLRQ�SHULRG�RQ�WLPH��$PLGVW�UHJXODU�DUPHG�SROLFH�UDLGV�DOO�DFURVV�WKH�FRXQWU\�RQ�WKH�KRPHV�RI�IDWKHUV�ZKR�DUH�EHKLQG�LQ�FKLOG�VXSSRUW�SD\PHQWV��ZH�RFFDVLRQDOO\�UHDG�D�VWRU\�DERXW�D�PDQ�ZKR�UHVLVWV��%XW�HDUO\�QHZV�UHSRUWV�ZHUH�WRR�FOXWWHUHG�ZLWK�WKH�WUXWK�DERXW�IDPLO\�ODZ�UHIRUPV��7KH�LPDJH�RI�IDWKHUV�ZDV�QRW�\HW�HYLO�HQRXJK�DQG�VRPH�RI�WKHVH�PHQ��HVSHFLDOO\�WKH�RQHV�ZKR�GLGQ
W�KXUW�DQ\RQH��ZHUH�WRR�HDVLO\�VHHQ�DV�YLFWLPV�DQG�WKHLU�SURWHVWV�DV�UHDFWLRQV�WR�LQWROHUDEOH�FLUFXPVWDQFHV��)HPLQLVWV�REMHFWHG�WR�UHSRUWLQJ�RI�WKH�UHDVRQV�PHQ�ZHUH�EHLQJ�GULYHQ�WR�GHVSHUDWH�EHKDYLRU��FDOOLQJ�LW��QHJRWLDWLQJ�ZLWK�WHUURULVWV���7KH�PHQ�RI�WKH�ROG�PHGLD��ZKR�KDYH�IDVKLRQHG�WKHPVHOYHV�RQ�WKH�IHPLQLVW
V�GHPXUH PDOH�PRGHO��TXLFNO\�REH\HG�ZLWK�D�PRUDWRULXP��2EMHFWLYH�UHSRUWLQJ�RXW�RI�WKH�ZD\��WKH�LQWHQVH�SURSDJDQGD�FDPSDLJQ�WKDW�IROORZHG�GHVHUYHV�D�SHUPDQHQW�SODFH�LQ�KLVWRU\�ERRNV��-RXUQDOLVWV��SROLWLFDO�VFLHQWLVWV��VRFLRORJLVWV��DQWKURSRORJLVWV��DQG�SUREDEO\�HYHU\�KLJK�VFKRRO�JUDGXDWH�VKRXOG�NQRZ�ZKDW�SROLWLFDO�PDQLSXODWLRQ�ORRNV�OLNH�ZKHQ�DOO�WKH�VWRSV�DUH�RXW��%\�WKH�PLG�����V��WKH�LPDJH�RI�IDWKHUV��DORQJ�ZLWK�DOO�PHQ�JHQHUDOO\��ZDV�VR�HYLO�WKDW�\RXQJ�VFKRRO�ER\V�FRXOGQ
W�WHDVH�JLUOV�ZLWKRXW�JHWWLQJ�DUUHVWHG� 0HQ�FRQVLGHUHG�IRUPXODWLQJ�FRQWUDFWV�WR�SURWHFW�WKHPVHOYHV�DJDLQVW�GDWH�UDSH�DOOHJDWLRQV��0RYHPHQW�RI�MREV�WR�OLEHUDO�FRXQWULHV�FDPH�XQGHU�FRQVLGHUDWLRQ�EHFDXVH�HPSOR\HUV�IHDUHG�WKH�RXWEUHDN�RI�IULYRORXV�VH[XDO�KDUDVVPHQW�ODZVXLWV�LQ�ZKLFK�GHIHQVH�ZDV�TXLWH�LQWHQWLRQDOO\�GLIILFXOW�DQG�H[SHQVLYH��$Q\�UHDVRQDEOH�VRFLDO�H[SHFWDWLRQ�RI�KRQRUDEOH�PDOH�EHKDYLRU�WKDW�RQFH�H[LVWHG�KDV�EHHQ�UHSODFHG�E\�V\VWHPDWLF�LQVWLWXWLRQDO�DEXVH��6KXW�XS�DQG�SD\�XS�RU�HOVH�$JDLQVW�D�EDFNGURS�RI�RXWUDJHRXV�DQWL�IDWKHU�SURSDJDQGD�DQG�VWDWH�VSRQVRUHG�RSSRVLWLRQ��IDWKHUV�DUH�FXW�RII�IURP�QRUPDO�PHDQV�RI�DGGUHVVLQJ�JULHYDQFHV��&RXUWV�KDYH�EHFRPH�VR�FRUUXSW�WKDW�WKH\�QR�ORQJHU�VHUYH�WKHLU�IXQFWLRQ��7KH�ROG�PHGLD�HLWKHU�VSLQV�HYHU\�VWRU\�DJDLQVW�WKHP�RU�UHIXVHV�WR�FRYHU�LW��+XPDQV�DGDSW��,Q�(QJODQG��)DWKHUV���-XVWLFH�KDV�VWDJHG�D�QXPEHU�RI�SURWHVWV�WKDW�IRXQG�WKH�EHVW�EDODQFH�EHWZHHQ�PDNLQJ�D�SRLQW�DQG�EHKDYLQJ�ZLWKLQ�VRFLDO�QRUPV��7KH\�KDYH�VFDOHG�FRXUW�EXLOGLQJV�DQG�FRQVWUXFWLRQ�FUDQHV�LQ�VXSHU�KHUR�FRVWXPHV��FDXVLQJ�MXVW�HQRXJK�GLVUXSWLRQ�WR�JHW�DWWHQWLRQ��7KHLU�SURWHVWV�DUH�SHUKDSV�PRUH�HIIHFWLYH�JLYHQ�WKH�UHDFWLRQ�RI�WKH�/RQGRQ�PD\RU��ZKR�OLNHQHG�D�UHFHQW�SURWHVW�RQ�D�FUDQH�QHDU�WKH�7RZHU�RI�/RQGRQ��ZKLFK�VORZHG�WUDIILF�LQ�WKH�DUHD�IRU�D�IHZ�GD\V��WR�D�WHUURULVW�DFWLRQ��$�FRXSOH RI�ZHHNV�ODWHU��WKH�VDPH�PD\RU�ZHOFRPHG�DV�PDQ\�DQWL�%XVK�GHPRQVWUDWHUV�WR�/RQGRQ�DV�FDUHG�WR�FRPH��FDOOLQJ�LW�DQ�H[HUFLVH�LQ�GHPRFUDF\�±QR�PDWWHU�WKH�PDMRU�GLVUXSWLRQ�WR�/RQGRQ�WUDIILF�DQG�WKH�PLOOLRQV�RI�SRXQGV�VSHQW�WR�PDLQWDLQ�SHDFH�DQG�RUGHU�$�JURXS�RI�DQJU\�IDWKHUV��WRRN�RYHU�DQ�RIILFH�RI�WKH�'XWFK�FKLOG�SURWHFWLRQ�DJHQF\��LQ�=XWSKHQ�RQ�1RYHPEHU���WK��WKH�8�1��GHVLJQDWHG�,QWHUQDWLRQDO�'D\�RI�WKH�&KLOG���H[SDWLD�FRP��7KH�PHQ�VHL]HG�FRQWURO�RI�WKH�EXLOGLQJ�DQG�HIIHFWLYHO\��LPSULVRQHG��ILYH�VWDII�PHPEHUV��7KH\�GHPDQGHG�D�PHHWLQJ�ZLWK�WKH�-XVWLFH�0LQLVWHU��WKH�PD\RU�RI�=XWSKHQ��DQG�WKH�FKLOG�SURWHFWLRQ�DJHQF\�GLUHFWRU��$Q�DJHQF\�VSRNHVZRPDQ�UHSRUWHG�DW�WKH�WLPH�WKDW�WKH�VWDII�PHPEHUV�ZKR�ZHUH�EHLQJ�KHOG�GLG�QRW�DSSHDU�WR�EH�LQ�DQ\�GDQJHU�DQG�WKDW�UHPDLQLQJ�VWDII�ZHUH�FRQWLQXLQJ�ZLWK�WKHLU�ZRUN��3ROLFH�ZHUH�QRW�FDOOHG�WR�WKH�VFHQH�,�KDYH�D�VHQVH�WKDW�LW�LVQ
W�MXVW�WKDW�PHQ�DUH�PRUH�ZLOOLQJ�WR�WDNH�DFWLRQ�WRGD\��7KH\�KDYH�EHHQ�ZLOOLQJ�DQG�KDYH�WDNHQ�DFWLRQ�LQ�WKH�SDVW��%XW�WRGD\��WKHUH�DUH�PRUH�SHRSOH�ZKR�DUH�LQWHUHVWHG�LQ�WKHLU�PHVVDJH��PRUH�SHRSOH�ZKR�XQGHUVWDQG�WKDW�WKHUH�DUH�VHULRXV�SUREOHPV�WKDW�QHHG�WR�EH�H[SRVHG�DQG�GHDOW�ZLWK��:H�DUH�DOVR�UHDFKLQJ�D�VWDJH�LQ�ZKLFK�WKH�WKRXJKW�EHKLQG�WKH�VW\OH�RI�SURWHVW�LV�PXFK�PRUH�VRSKLVWLFDWHG�WKDQ�HYHU�EHIRUH��6WLOO��LW�GRHV�VHHP�QDwYH�WR�WKLQN�WKDW�PHQ�KDYH�QRW�DGMXVWHG�WKHLU�EHKDYLRU�LQ�RWKHU�ZD\V��DQG�QRW�WR�ZRQGHU�ZKDW�WKH�IXWXUH�RI�PDQNLQG�PLJKW�ORRN�OLNH��DW�OHDVW�LQ�WKH�QHDU�WHUP��,�ZDV�QRW�VXUSULVHG�E\�D�UHVSRQVH�,�JRW�IURP�D�UHFHQW�DUWLFOH�HQWLWOHG� �)DWKHUV�1RW�*XLOW\�RI�
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&KLOG�$EXVH���7KH�DUWLFOH�ZDV�WULJJHUHG�E\�WKH�UHFHQW�GLVFRYHU\�WKDW�PDQ\�IDWKHUV�KDYH�EHHQ�FRQYLFWHG�RI�FKLOG�DEXVH�ZKHQ�WKHUH�ZDV�QR�HYLGHQFH�WKDW�DEXVH�KDG�RFFXUUHG��2QH�PDQ�UHVSRQGHG�ZLWK�D�VWRU\�DERXW�KLV�WUHDWPHQW�E\�PHGLFDO SHUVRQQHO�ZKHQ�KH�WRRN�KLV�\RXQJ�GDXJKWHU�IRU�WUHDWPHQW�IRU�D�IUDFWXUHG�VKRXOGHU��7KH\�ZHUH�QRW�VDWLVILHG�ZLWK�KLV�H[SODQDWLRQ�DQG�LQ�HIIHFW�KHOG�KLP�IRU�TXHVWLRQLQJ��2QFH�WKH\�WDONHG�ZLWK�WKH�JLUO
V�PRWKHU��ZKR�SODFHG�QR�EODPH�RQ�WKH�IDWKHU��WKH\�ODXJKHG WKH�VLWXDWLRQ�RII�DQG�OHW�KLP�DQG�KLV�GDXJKWHU�JR��,Q�D�ZD\��LW
V�HYHU\PDQ
V�VWRU\��DOWKRXJK�LW
V�SOD\HG�RXW�LQ�PDQ\�GLIIHUHQW�ZD\V�HDFK�DQG�HYHU\�GD\��,�FDQ
W�LPDJLQH�WKDW�RXU�JUDQGIDWKHUV�ZRXOG�KDYH�SXW�XS�ZLWK�VXFK�GLVUHVSHFWIXO�EHKDYLRU�
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7KH�$VVRFLDWHG�3UHVV��$�&DVH�6WXG\�LQ�'LVKRQHVW\KWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP
5RJHU�)��*D\����������'XULQJ�WKH�HDUO\�����V��LW�ZDV�GLIILFXOW�WR�LGHQWLI\�D�VSHFLILF�FXOSULW��$�ODUJH�SRUWLRQ�RI�WKH�ROG�PHGLD��QHZVSDSHUV��PDJD]LQHV��DQG�WHOHYLVLRQ�QHWZRUNV�UHJXODUO\�VSRUWHG��GHDGEHDW�GDG��VWRULHV�PXFK�OLNH�\RX
G�H[SHFW�WKH�UHJXODU�DSSHDUDQFH�RI�FDUWRRQ�VWULSV��%XW�LQ�WKH�ODWHU�KDOI�RI�WKH�����V��WKH�SURRI�WKDW�WKH�DOOHJHG�IDFWV�LQ�DOO�WKRVH�VWRULHV�ZHUH�IDOVH�KDG�EHFRPH�VR�RYHUSRZHULQJ�WKDW�PXFK�RI�WKH�SURSDJDQGD�YDQLVKHG��6ORZO\�EXW�VXUHO\�KRZHYHU��LW�EHFDPH�DSSDUHQW�WKDW�WKHUH�ZDV�RQH�QHZV�DJHQF\�WKDW�ZRXOGQ
W�OHW�LW�JR��WKH�$VVRFLDWHG�3UHVV�ZDV�OHVV�LQWHUHVWHG�LQ�WKH IDFWV�WKDQ�LQ�SXVKLQJ�WKH�SURSDJDQGD��7KH\
UH�VWLOO�DW�LW�7KH�ODWHVW�LV�DQ�DUWLFOH E\�*HQDUR�&��$UPDV�DQG�LW�UHDOO\�KDV�D�QRVWDOJLF�IHHO�WR�LW��9HU\�ORRVHO\�EDVHG�RQ�D�UHFHQW�&HQVXV�%XUHDX�5HSRUW��$UPDV�FODLPV�D�GUDPDWLF�GHFUHDVH�LQ�FXVWRGLDO�PRWKHU�SRYHUW\�VLQFH������GXH�WR������ZHOIDUH�UHIRUP�DQG�LQ�ODUJH�SDUW�WR�WKH�JRYHUQPHQW�FUDFN�GRZQ�RQ��GHDGEHDW�GDGV��+HU�VRXUFH�IRU�WKLV�SDUWLFXODU�FRQFOXVLRQ�LV��H[SHUWV���%XW�WKH�RQO\�VRXUFH�VKH�PHQWLRQV�LV�$&(6�SUHVLGHQW�*HUDOGLQH�-HQVHQ��-HQVHQ�LV�QRW�DQ�REMHFWLYH�H[SHUW��EXW�D�ZRPDQ�ZKR�WXUQHG�KDUDVVLQJ�KHU�H[�KXVEDQG�DQG�KLV�IDPLO\�LQWR�D�FRWWDJH�LQGXVWU\����7KH�IXU\�RI�D�ZRPDQ�VFRUHG����7KH�DUWLFOH�LV�SDUWLFXODUO\�QRVWDOJLF�EHFDXVH�-HQVHQ�ZDV�VR�RIWHQ�SDUW�RI�WKH�VSUHDG�RI�IDOVH�LQIRUPDWLRQ�LQ�WKH�����V�7KH�&HQVXV�%XUHDX�UHSRUW GRHV�QRW�SURYLGH�HYLGHQFH�WKDW�WKH�JRYHUQPHQW
V�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�KDV�SURYLGHG�DQ\�SRYHUW\�UHOLHI��&KLOG�VXSSRUW�FRPSOLDQFH�ZDV�TXLWH�KLJK�EHIRUH�WKH�IHGHUDO�JRYHUQPHQW�JRW�LQYROYHG��6LQFH�������WKHUH�KDYH�EHHQ�VPDOO�XSV�DQG�GRZQV��EXW�FRPSOLDQFH�KDV�EHHQ�UHODWLYHO\�VWHDG\��7KH�UHSRUW�DFWXDOO\�VKRZV�FRPSOLDQFH�GURSSLQJ�IURP������WR������7KHUH�KDV�EHHQ�D�VOLJKW�LQFUHDVH�LQ�SDWHUQLW\�HVWDEOLVKPHQW��OLNHO\�GXH�WR�VWULFWHU�ZHOIDUH�UXOHV��DQG�WKHUHIRUH�D�VOLJKWO\�KLJKHU�SHUFHQW�RI�VLQJOH�SDUHQWV�DUH�VXEMHFW�WR�FKLOG�VXSSRUW�RUGHUV��%XW�WKH�PRVW�VLJQLILFDQW�FKDQJH�LV�DQ LQFUHDVH�LQ�HPSOR\PHQW�RI�VLQJOH�PRWKHUV�WKDW�DOPRVW�H[DFWO\�PDWFKHV�WKHLU�GHFUHDVH�LQ�SRYHUW\��2QH�DGGLWLRQDO�VHW�RI�VWDWLVWLFV�IRXQG�LQ�WKH�UHSRUW�ZLOO�EH�RI�LQWHUHVW�WR�IDWKHUV�ULJKWV�DGYRFDWHV��DIWHU�\HDUV�RI�DUJXLQJ�DERXW�FXVWRG\�UDWHV�EHWZHHQ�IDWKHUV�DQG�PRWKHUV���$ERXW���RI�HYHU\���FXVWRGLDO�SDUHQWV�ZHUH�PRWKHUV�������SHUFHQW��DQG�� LQ���ZHUH�IDWKHUV�������SHUFHQW���SURSRUWLRQV�VWDWLVWLFDOO\�XQFKDQJHG�VLQFH�������
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)DWKHUV�1RW�*XLOW\�RI�&KLOG�$EXVHKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP
5RJHU�)��*D\����������:H
YH�NQRZQ�DERXW�LW�IRU�PDQ\�\HDUV��(YHQ�EHIRUH�WKH�ROG�PHGLD�EHJDQ�GHEDWLQJ�UDFLDO�SURILOLQJ��IDWKHUV�ZHUH�XQGHU�DWWDFN��1R�PDWWHU�ZKDW�DLOPHQW�IDPLOLHV�DQG�VRFLHW\�VXIIHUHG��IURP�GLYRUFH�DQG�RXW�RI�ZHGORFN�ELUWKV��WR�JRYHUQPHQW�RYHU�VSHQGLQJ�DQG�SRYHUW\��LW�ZDV�IDWKHUV�DQG��SDWULDUFK\��WKDW�ZHUH�WR�EODPH��1RW�RQO\�WKDW��EXW�ZLWK�VHHPLQJO\�VXSHU�KXPDQ�VNLOO��FOHYHU�PHQ�FRXOG�FRPPLW�FULPHV�DJDLQVW�ZRPHQ��SV\FKRORJLFDOO\�PDQLSXODWH�WKHLU�YLFWLPV��DQG�DYRLG�SURVHFXWLRQ�WKURXJK�UHOLDQFH�RQ�D YDVW�PDOH�FRQVSLUDF\���$OO�PHQ�DUH�HYLO�DQG�DOO�ZRPHQ�DUH�YLFWLPV���7KURXJK�PXFK�RI�WKH�ODVW�TXDUWHU�FHQWXU\��VXFK�EL]DUUH�VRFLDO�SROLWLFV�JDYH�ZD\�WR�WKH�VXUUHDOLVP�RIOHJDO�UHIRUPV�DLPHG�DW�GHDOLQJ�ZLWK��WKH�SUREOHP��3UREDEO\�WKH�PRVW�GHJUDGLQJ�DFFXVDWLRQ�WKDW�FDQ�EH�PDGH�DJDLQVW�D�IDWKHU�LV�WKH�DEXVH�RI�KLV�RZQ�FKLOGUHQ��,W
V�DQ�RGG�H[SHULHQFH�JRLQJ�WKURXJK�WKH�VWDWLVWLFV�DQG�FRPSDULQJ�WKHP�ZLWK�PXFK�RI�WKH�ODWH���WK FHQWXU\�SURSDJDQGD��7KH�UHODWLYHO\�KLJK�SHUFHQWDJHV�RI�FKLOG�DEXVH�E\�IDWKHUV�RIWHQ�UHSRUWHG�FRXOG�RQO\�EH�WUXH�LI�D�YHU\�ORRVH�GHILQLWLRQ�RI��IDWKHU��LV�XVHG��RQH�LQ�ZKLFK�DQ\�PDQ�LQ�DQ\�NLQG�RI�UHODWLRQVKLS�ZLWK�WKH�PRWKHU�LV�ODEHOHG�WKH�IDWKHU��%LRORJLFDO�IDWKHUV��L�H��UHDO��DFWXDO�IDWKHUV��DFFRXQWHG�IRU�DQ�LQVLJQLILFDQW�SHUFHQW��VPDOOHU�LW�WXUQV�RXW�WKDQ�WKH�UDWH�RI�HUURU�LQ�FRQYLFWLRQV�3UHMXGLFH�FUHDWHV�VHOI�IXOILOOLQJ�SURSKHF\��7KLV�IDFW�DERXW�DQWL�IDWKHU�SURSDJDQGD�ZDV�GLVFRYHUHG�LQ�D�UHODWLYHO\�VPDOO�1RUZHJLDQ�WRZQ�UHFHQWO\�ZKHQ�PRUH�WKDQ����IDWKHUV�KDG�FKLOG�DEXVH�FRQYLFWLRQV�RYHUWXUQHG��PDQ\�RI�WKHP�\HDUV�DIWHU�WKHLU�VHQWHQFHV�KDG�EHHQ�FRPSOHWHG��0DQ\�RI�WKH�IDWKHUV�KDG�EHHQ�FRQYLFWHG�SULPDULO\�RQ�WKH�WHVWLPRQ\�RI�GRFWRUV�ZKR�GHWHUPLQHG�IURP�PHGLFDO�H[DPLQDWLRQV�WKDW�WKHLU�FKLOGUHQ�KDG�EHHQ�VH[XDOO\�DVVDXOWHG��5HYLHZ�RI�WKH�FDVHV�LQ�OLJKW�RI�PRGHUQ�PHGLFDO�NQRZOHGJH�UHYHDOHG�WKDW�WKH�FRQFOXVLRQV�ZHUH�ZURQJ��1RW�RQO\�ZHUH�WKH�IDWKHUV�QRW�JXLOW\��WKH\�ZHUH�FRQYLFWHG�LQ�WKH�DEVHQFH�RI�DQ\�UHDO�HYLGHQFH�WKDW�DEXVH�KDG�RFFXUUHG�$WWRUQH\�DQG�UHWLUHG�MXGJH�7U\JYH�/DQJH�1LHOVHQ�FDOOHG�WKH�FDVHV�WKH�JUHDWHVW�IUDXG�DJDLQVW�WKH�MXVWLFH�V\VWHP�VLQFH�WKH�ZLWFK�WULDOV�RI�WKH�����V��%XW�WKLV�LV�RQO\�WKH�WLS�RI�D�JUHDW�LFH�EXUJ�LQ�DQ�LQWHUQDWLRQDO�FXOWXUH�WKDW�VSRUWV��UHSUHVVHG�PHPRU\��V\QGURPH��PDNHV�DUELWUDU\�SDWHUQLW\�DVVLJQPHQWV��DQG�MDLOV�IDWKHUV�EHFDXVH�WKH\�DUH�XQDEOH�WR�PHHW�DUELWUDULO\�KLJK��FKLOG�VXSSRUW��SD\PHQWV��:KHQ�ZLYHV�DQG�PRWKHUV�DUH�PXUGHUHG��KXVEDQGV�DUH�RIWHQ�WKH�RQO\�VXVSHFWV��EHFDXVH�SROLFH�KDYH�QR�VXVSHFWV�EDVHG�RQ�UHDO�HYLGHQFH�
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6DPH�6H[�0DUULDJH�DQG�WKH�0DUULDJH�0RYHPHQWKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP
5RJHU�)��*D\����������2Q�1RYHPEHU ��WK�WKH�0DVVDFKXVHWWV�VXSUHPH�FRXUW�GHFODUHG�KRPRVH[XDO�XQLRQV�HTXDO�LQ�QDWXUH�WR�KHWHURVH[XDO�XQLRQV�DQG�HVWDEOLVKHG�VDPH�VH[�PDUULDJH�DV�DQ�LQGLYLGXDO�ULJKW��$V�LV�XVXDO�IRU�DUJXPHQWV�VXSSRUWLQJ�H[WUHPLVW�VRFLDO�UHIRUP��WKH�PRUH�WKDQ�WKLUW\�IRXU�WKRXVDQG�ZRUGV�RI�RSLQLRQ�IURP�WKH�FRXUW�KDYH�D�ZD\�RI�FUHDWLQJ�WRR�PXFK�ZRUN�IRU�VRPHRQH�ZKR�GRHVQ
W�KDYH�D�UHVHDUFK�JUDQW��DQG�VLQFH�WKH�GHFLVLRQ�UHDOO\�UHVWV�RQ�MXVW�D�IHZ�GLVKRQHVW�FODLPV�DQG�WZLVWHG�ORJLF�ZRXOG�EH�UHJDUGHG�E\�PRVW�SRWHQWLDO�IXQGLQJ�VRXUFHV�DV�WRR�SROLWLFDO�WR�IXQG�,�ZDV�QRW�WKH�OHDVW�ELW�VXUSULVHG�WKDW�WKH�GHFLVLRQ�FRQILUPV�ZKDW�,�KDYH�VDLG�DERXW�WKH�JHQHUDO�GLUHFWLRQ�RI�IDPLO\�SROLF\��6WDWH�OHJLVODWXUHV�DQG�WKH�8QLWHG�6WDWHV�&RQJUHVV�KDYH�PDGH�HQRUPRXV�LQYHVWPHQWV�LQ�WUDQVIRUPLQJ�IDPLO\�ODZ�WR�WKH�VWDWH�LW�LV�LQ�WRGD\��'HVSLWH�GHFDGHV�RI�FRQWURYHUV\��ERWK�SDUWLHV��LQ�DOO�EUDQFKHV�RI�JRYHUQPHQW��KDYH�VWHDGIDVWO\�ZRUNHG�WRZDUG�WKH�OHJDO�DEROLWLRQ�RI�PDUULDJH��DV�ZH�NQHZ�LW��DQG�WKH�HOLPLQDWLRQ�RI�QDWXUDOO\�GHULYHG�IDPLO\�ULJKWV��:KLOH�PHDQLQJOHVV�WKUHDWV�IURP�DFWLYLVW�VRFLDO�FRQVHUYDWLYHV�ILOO�WKH�DLU��LW�LV�XQOLNHO\�WKDW�DQ\�HIIHFWLYH�DFWLRQ�ZLOO�EH�WDNHQ�WR�DGGUHVV�WKH�URRW�FDXVHV�RI�WKLV�UDGLFDO�FKDQJH�7KUHH�MXVWLFHV�GLVVHQWHG��VD\LQJ�WKH�LVVXH�LV��GHHSO\�URRWHG�LQ�VRFLDO�SROLF\��WKDW�PXVW��EH�WKH�VXEMHFW�RI�OHJLVODWLYH�QRW�MXGLFLDO�DFWLRQ���3HUKDSV�LW�LV�QRW�LPPHGLDWHO\�DSSDUHQW�ZK\�WKH�FKDUDFWHUL]DWLRQ�RI�IDPLO\�ODZ�DV��VRFLDO�SROLF\��VWULNHV�D�GLVKDUPRQLF�FKRUG��7KLV�LV�D�GLVWLQFWLRQ�RI�JUHDW�LPSRUWDQFH�WKDW�,�EURXJKW�XS�LQ�P\�WKLUG�DUWLFOH�LQ�RXU�UHFHQW�URXQGWDEOH�GLVFXVVLRQ��)DWKHUV
�5LJKWV�DQG�WKH�0DUULDJH�0RYHPHQW��0DUULDJH�DQG�IDPLO\�ZHUH�RQFH�UHJDUGHG�DV�UHODWHG�WR��IXQGDPHQWDO��LQGLYLGXDO�ULJKWV��%\�FRQWUDVW���VRFLDO�SROLF\��LV�WUHDWHG�FRQVWLWXWLRQDOO\�DV�UHODWLQJ�WR�FROOHFWLYH�FRQFHUQV�WKDW�DUH�ODUJHO\�LPPXQH�IURP�LQGLYLGXDO�ULJKWV�FODLPV��6WHSKHQ�%DVNHUYLOOH��ZKR�DOVR�SDUWLFLSDWHG�LQ�WKH�URXQGWDEOH��LV�DPRQJ�WKH�PDQ\�ZKR�KDYH�DUJXHG�WKDW�VR�FDOOHG��QR�IDXOW��GLYRUFH�DEROLVKHG�PDUULDJH�E\�HOLPLQDWLQJ�UHFRJQLWLRQ�RI�WKH�PDUULDJH�FRQWUDFW��7KLV�VHW�WKH�VWDJH�IRU�WKH�WUDQVIRUPDWLRQ�RI�IDPLO\�ODZ�LVVXHV�WR�VRFLDO��RU�HFRQRPLF��SROLF\��VLQFH�QR�IDXOW�GLYRUFH�OHJDOO\�GLVDVVRFLDWHG�PDUULDJH�IURP�SHUVRQDO�FRPPLWPHQW��&KLOG�VXSSRUW�UHIRUP�GLVVDVVRFLDWHG�IDPLO\�ODZ�IURP�UHDOLW\�7KH�FXUUHQW�SROLWLFDO�PRYHPHQW�WR�LJQRUH�IDPLO\�UHODWLRQVKLSV�IRU�WKH�VDNH�RI�WKH�VDQFWLW\�RI�PDUULDJH�OLFHQVHV�IRXOV�WKH�LVVXH�HYHQ�IRU�GLVVHQWLQJ�MXGJHV��,Q�FXUUHQW�ODZ��WKH�PDOH�PHPEHU�RI�D�PDUULDJH�LV�DVVLJQHG�SDWHUQLW\��DQG�QRWKLQJ��QRW�HYHQ�'1$�HYLGHQFH�HVWDEOLVKLQJ�WKDW�DQRWKHU�PDQ�LV�WKH�IDWKHU�ZLOO�FKDQJH�WKDW�DVVLJQPHQW��7KH�GHFLVLRQ�KROGV�HYHQ�ZKHQ�WKH�PRWKHU�GLYRUFHV�KHU�KXVEDQG�DQG�PDUULHV�WKH�IDWKHU���7KH�LQVWLWXWLRQ�RI�PDUULDJH�ILOOV�WKLV�YRLG�>PHQ�GRQ
W�JHW�SUHJQDQW��ZRPHQ�GR@�E\�IRUPDOO\�ELQGLQJ�WKH�KXVEDQG�IDWKHU�WR�KLV�ZLIH�DQG�FKLOG��DQG�LPSRVLQJ�RQ�KLP�WKH�UHVSRQVLELOLWLHV�RI�IDWKHUKRRG���7KXV��KRZ�FDQ�VXFK�DQ�DUWLILFLDO�UHODWLRQVKLS��GHILQHG�H[FOXVLYHO\�E\�D�JRYHUQPHQW�OLFHQVH�DQG�FRPSOHWHO\�GLVDVVRFLDWHG�IURP�DFWXDO�SDUHQWKRRG��LQ�ZKLFK�WKH�FRQFHSW�RI��IDWKHU��LV�D�PHDQLQJOHVV�DQG�DUELWUDU\�SROLWLFDO�DVVLJQPHQW��EH�GHQLHG�RQ�WKH�EDVLV�RI�VH[XDO�SUHIHUHQFH"�&XUUHQW�SROLF\�LQ�PDQ\�VWDWHV�KROGV�WKDW�SUHVXPSWLYH�SDWHUQLW\�HYHQ�ZKHQ�IDOVHO\�DVVLJQHG�RXWVLGH�RI�PDUULDJH�FDQQRW�EH�FKDQJHG��,W�LV�QRW�LQ�IDFW�WKH�VDQFWLW\�RI�PDUULDJH�RU�DQFLHQW�FRPPRQ�ODZ�WKDW�GULYHV�VXFK�SROLFLHV��EXW�WKH�GHVLUH�RI�VWDWHV�WR�PD[LPL]H�IHGHUDO�IXQGLQJ�IURP�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP��ZLWK�PLQLPXP�EXUHDXFUDWLF�HIIRUW��DW�WKH�H[SHQVH�RI�LQGLYLGXDO�ULJKWV��7KH�VXFFHVVIXO�PRYHPHQW�WR�HUDGLFDWH�IDPLO\�ULJKWV�ZDV�GHVLJQHG�IRU�WKLV�SXUSRVH��DQG�IRU�LQFUHDVLQJ�SURILWV�LQ�WKH�QHZO\�IRUPHG�SULYDWH�FKLOG�VXSSRUW�FROOHFWLRQ�LQGXVWU\���,URQLFDOO\��WKH�LQGLYLGXDO�ULJKWV�VR�REYLRXV�WR�WKH�FRXUW�LQ�HVWDEOLVKLQJ�VDPH�VH[�PDUULDJH��GXH�SURFHVV�IRU�H[DPSOH��DUH�DPRQJ�WKRVH�WKH�QDWLRQ�KDV�EOLQGHG�LWVHOI�WR�ZKLOH�UHGHILQLQJ�IDPLO\ ODZ�LQ�JHQHUDO��6DPH�VH[�PDUULDJH�KDV�DULVHQ�IURP�WKH�UXLQV�DQG�DVKHV�RI�IDPLO\�ODZ��DQG�KDV�UHSODFHG�PDUULDJH�DQG�IDPLO\�DV�ZH�NQHZ�LW�DV�WKH�IXQGDPHQWDOO\�SURWHFWHG�OHJDO�LQVWLWXWLRQ�IURP�ZKLFK�IDPLO\�DQG�IDPLO\�ULJKWV�DUH�GHILQHG��,W�FDQQRW�H[LVW�ZLWKRXW�UHDVRQLQJ�WKDW�IHDWXUHV�VWULNLQJO\�REYLRXV�GHSDUWXUHV�IURP�UHDOLW\��DQG�SROLWLFLDQV�ZLOO�QRW�DGPLW�WR�WKH�IODZV�LQ�SROLFLHV�WKDW�KDYH�UHFHQWO\�SURYLGHG�JRYHUQPHQW�ZLWK�YLUWXDOO\�XQOLPLWHG�SRZHUV�UHODWHG�WR�PDUULDJH�DQG�IDPLO\��7KH�DUW�RI�REIXVFDWLRQ�LV�VXFK�DQ�HVWDEOLVKHG�SDUW�RI�RXU�H[LVWHQFH�WRGD\��WKDW�,�H[SHFW�WKDW�GHEDWH�RYHU�VDPH�VH[�PDUULDJH�WR�TXLFNO\�GHJHQHUDWH�LQWR�D�ZDU�EHWZHHQ�UHOLJLRQ�DQG�FLYLO�OLEHUWLHV�EHFDXVH�LW
V�HDVLHU�WR�VD\��7KH�OHQJWK\�OHJDO�DUJXPHQW�LV�DQ�DUWIXO�FROOHFWLRQ�RI�IDOVH�VWDWHPHQWV�DQG�VWUDQJH�DVVRFLDWLRQV��0DUULDJH�QHYHU�H[LVWHG�EHIRUH�OLEHUDO�ZHVWHUQ�JRYHUQPHQWV�LQYHQWHG�LW��IRU�H[DPSOH��DQG�WKHUHIRUH�KDV�QR�QDWXUH�DSDUW�IURP�D�JRYHUQPHQW�OLFHQVH�DQG�LWV�DVVRFLDWHG�FLYLO�UHJXODWLRQV���7KH��ULJKW��RI�VDPH�VH[�SDUWQHUV�WR�JHW�PDUULHG�LV�FRPSDUDEOH�WR�WKH�ULJKW�RI�EODFNV�WR�HTXDO�DFFHVV�WR�HGXFDWLRQ��'HQ\LQJ�PDUULDJH�WR�VDPH�VH[�FRXSOHV�SODFHV�DQ�XQDFFHSWDEOH�EXUGHQ�RQ��WKHLU�FKLOGUHQ��:KLOH�WHDVLQJ�UHDGHUV�ZLWK�OLEHUWDULDQ�QRWLRQV��WKH�FRXUW�VROLGO\�SURFODLPV�WKH�GHDWK�RI�SHUVRQDO�OLIH�VR�IDU�DV�IDPLO\�LV�FRQFHUQHG��,Q�RQH�VHFWLRQ�LW�ZULWHV���7KH�0DVVDFKXVHWWV�&RQVWLWXWLRQ�LV��LI�DQ\WKLQJ��PRUH�SURWHFWLYH�RI�LQGLYLGXDO�OLEHUW\�DQG�HTXDOLW\�WKDQ�WKH�)HGHUDO�&RQVWLWXWLRQ��LW�PD\�GHPDQG�EURDGHU�SURWHFWLRQ�IRU�IXQGDPHQWDO�ULJKWV��DQG�LW�LV�OHVV�WROHUDQW�RI�JRYHUQPHQW�LQWUXVLRQ�LQWR�WKH�SURWHFWHG�VSKHUHV�RI�SULYDWH�OLIH���,Q�DQRWKHU��QHFHVVDU\�WR�WKH�RXWFRPH��MXVW�WKH�RSSRVLWH�YLHZ�LV�WDNHQ�DV�ILUPO\�HVWDEOLVKHG���,Q�D�UHDO�VHQVH��WKHUH�DUH�WKUHH�SDUWQHUV�WR�HYHU\�FLYLO�PDUULDJH��WZR�ZLOOLQJ�VSRXVHV�DQG�DQ�DSSURYLQJ�6WDWH��$�JHQHUDWLRQ�KDV�EHHQ�ERUQ�LQ�$PHULFD�WKDW�FDQQRW�GLVWLQJXLVK�EHWZHHQ�SHUVRQDO�OLIH�DQG�DFWLYLWLHV�UHTXLULQJ�VWDWH�DSSURYDO��7KH\�GR�QRW�UHFRJQL]H�WKDW�WKH�LVVXDQFH�RI�D�PDUULDJH�OLFHQVH�DQG�GHILQLQJ�ULJKWV DQG�REOLJDWLRQV�LQ�GLYRUFH�ZHUH�RQFH�FRQVLGHUHG�LQWUXVLYH��DQ\�PRUH�WKDQ�IXWXUH�JHQHUDWLRQV�ZLOO�SUREDEO\�XQGHUVWDQG�GHEDWH�RQ�JXQ�UHJLVWUDWLRQ�DQG�ILUHDUPV�UHVWULFWLRQV��7KH�VWDWH�LV�LQYROYHG�REYLRXVO\��DV�SURYHQ�E\�WKH�LVVXDQFH�RI�D�OLFHQVH��7KHUHIRUH��LW�LV�MXVW�DV�REYLRXV�WKDW�WKH�VWDWH�LV�WKH�PRVW�SRZHUIXO�SDUWQHU�LQ�PDUULDJH�DQG�IDPLO\�DQG�WKDW�QR�PHDQLQJ�LQ�OLIH�H[LVWV�EH\RQG�LWV�HGLFWV�
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01'�5RXQGWDEOH�'LVFXVVLRQ�RQ)DWKHUV
�5LJKWV�DQG�WKH�0DUULDJH�0RYHPHQW�KWWS���ZZZ�PHQVQHZVGDLO\�FRP�VHFRQGDULHV�URXQGWDEOH�URXQGWDEOH�KWP
$�IRXU�URXQG�GLVFXVVLRQ�EHWZHHQ�H[SHUWV�DQG�DGYRFDWHV��6HSWHPEHU�����2FWREHU����2FWREHU����DQG�2FWREHU����5RXQG�2QH _�5RXQG�7ZR _�5RXQG�7KUHH _�5RXQG�)RXU _�3XEOLF�'LVFXVVLRQ$�URXQGWDEOH LV�D�VSHFLDO�IRUP�RI�GLVFXVVLRQ�LQ�ZKLFK�DOO�SDUWLFLSDQWV�DUH�HTXDO��7KHUH�LV�QR�GLVFXVVLRQ�OHDGHU��DQG�QR SUHGHWHUPLQHG�TXHVWLRQV��MXVW�WKH�SXUHVW�WKRXJKWV�RI�OHDGLQJ�H[SHUWV�DQG�DGYRFDWHV�RQ�FKRVHQ�VXEMHFWV��:KHWKHU�\RX�DUH�ORRNLQJ�IRU�DQ�RULHQWDWLRQ�WR�WKH�PRVW�LPSRUWDQW�LVVXHV�RI�WKH�GD\��RU�DQ�DGYDQFHG�ORRN�DW�UHODWLRQVKLSV�EHWZHHQ�LVVXHV��\RX
OO�ILQG�LW�ZRUWKZKLOH�WR�IROORZ�WKH�01'�5RXQGWDEOH�'LVFXVVLRQV��:DWFK�WKH�XSSHU�OHIW�FRUQHU�RI�WKH�0HQ
V�1HZV�'DLO\�IURQW�SDJH�IRU�IXWXUH�HGLWLRQV�RI�WKH�URXQGWDEOH�,QWURGXFWLRQ�WR�WKH�01'�5RXQGWDEOH�RQ�)DWKHUV
�5LJKWV�DQG�WKH�0DUULDJH�0RYHPHQW)RU�LWV�ILUVW�URXQGWDEOH��01'�LQYLWHG�IRXU�ZHOO�TXDOLILHG�SHRSOH�WR�GLVFXVV�)DWKHUV
�5LJKWV�DQG�WKH�0DUULDJH�0RYHPHQW��,Q�URXQG����SDUWLFLSDQWV�LQWURGXFHG�WKHLU�RZQ�SRVLWLRQV�LQ�YDULRXV�ZD\V��,Q�URXQG����WKH\�KDG�WKH�RSSRUWXQLW\�WR�FKDOOHQJH�RWKHUV�LQ�WKH�GLVFXVVLRQ��5RXQG�� RIIHUHG�WKH�RSSRUWXQLW\�WR�GHIHQG�WKHLU�SRVLWLRQV�DJDLQVW�WKRVH�FKDOOHQJHV��5RXQG�� LV�WKH�ILQDO�URXQG��5RJHU�)��*D\ LV�ZHOO�NQRZQ�IRU�KLV�UHVHDUFK�RQ�DQG�FULWLVLVP RI�FKLOG�VXSSRUW�JXLGHOLQHV�DQG�FKLOG�VXSSRUW�SROLF\�DV�ZHOO�DV�KLV�UHSRUWLQJ��DQDO\VLV��DQG�FRPPHQWDU\ DW�0HQ
V�1HZV�'DLO\��+H�FRQWULEXWHG�H[SHUW�WHVWLPRQ\�LQ�D�IHGHUDO�FDVH�RQ�FKLOG�VXSSRUW�JXLGHOLQHV��KDV�VXEPLWWHG�WHVWLPRQ\�WR�&RQJUHVV�RQ�FKLOG�VXSSRUW�QXPHURXV�WLPHV�RYHU�WKH�SDVW�GHFDGH��DQG�KDV�DGYLVHG�FKLOG�VXSSRUW�JXLGHOLQH�UHYLHZ�FRPPLWWHH�PHPEHUV�LQ�VHYHUDO�VWDWHV��5HEHFFD�2
1HLOO��IDPLO\�SROLF\�UHVHDUFKHU�ZLWK�WKH�LQGHSHQGHQW�WKLQN�WDQN &LYLWDV��7KH�,QVWLWXWH�IRU�WKH�6WXG\�RI�&LYLO�6RFLHW\ LQ�/RQGRQ�KDV�DQDO\]HG����\HDUV�RI�GDWD�RQ�FKDQJLQJ�WUHQGV�LQ�IDPLO\�OLIH��FRQFOXGLQJ�WKDW�WKH�WUDGLWLRQDO�IDPLO\�LV�EHVW� >�@>�@>�@�&LYLWDV
�VXJJHVWLRQ�WKDW�WKH�8.�JRYHUQPHQW�VKRXOG�GR�PRUH�WR�HQFRXUDJH�SHRSOH�WR�OLYH�LQ�WUDGLWLRQDO�IDPLO\�XQLWV�GUHZ�QDWLRQDO�DWWHQWLRQ��6WHSKHQ�%DVNHUYLOOH LV�D�SURIHVVRU�LQ�WKH�3ROLWLFDO�6FLHQFH�'HSDUWPHQW�DW�+RZDUG�8QLYHUVLW\�DQG�D�ZHOO�NQRZQ�IDWKHUV
�ULJKWV�DGYRFDWH��+H�RUJDQL]HG�WKH�ILUVW�QDWLRQDO�FRQIHUHQFHV�RQ�IDWKHUKRRG�KHOG�LQ�WKH�8QLWHG�6WDWHV��+LV�DUWLFOHV�UHODWHG�WR�IDWKHUKRRG�KDYH�DSSHDUHG�LQ�QHZVSDSHUV��PDJD]LQHV��DQG�MRXUQDOV�LQ�VHYHUDO�FRXQWULHV��+H�JLYHV�D�ZHHNO\�UDGLR�DGGUHVV LQ�:DVKLQJWRQ�'�&��DQG�KDV�DSSHDUHG�RQ�VXFK�SURJUDPV�DV�7KH�2
5HLOO\�)DFWRU��7RP�6\OYHVWHU LV�DQ�DIILOLDWH�VFKRODU�DW�WKH�,QVWLWXWH�IRU�$PHULFDQ�9DOXHV DQG�FR�HGLWRU�RI�)DWKHU�)DFWV���WK�(GLWLRQ��SXEOLVKHG�E\�WKH�1DWLRQDO�)DWKHUKRRG�,QLWLDWLYH��D�JRYHUQPHQW�VSRQVRUHG�DFWLYLW\�WKDW�LV�QRW�FRQQHFWHG�WR�WKH�JUDVV�URRWV�IDWKHUV
�ULJKWV�PRYHPHQW��+H�LV�DOVR�D�UHJXODU�FRPPHQWHU�DW�0DUULDJH0RYHPHQW�RUJ��
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6ZHGHQ�5HMHFWV�(XURKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�QHZVZLUH�QZ���PQG�QHZVZLUH�������VZHGHQ�KWP
5RJHU�)��*D\��01'�1(:6:,5(����������
6WRFNKROP�� 7KH�6ZHGLVK�SHRSOH�VRXQGO\�UHMHFWHG�MRLQLQJ�WKH�(XURSHDQ�0RQHWDU\�8QLRQ�LQ�D�UHIHUHQGXP�6XQGD\�������WR������SHUFHQW��6ZHGHQ��'HQPDUN��DQG�(QJODQG�DUH�WKH�WKUHH�FRXQWULHV�WKDW�DUH�PHPEHUV�RI�WKH�(XURSHDQ�8QLRQ�WKDW�KDYH�QRW�WDNHQ�WKLV�NH\�VWHS�LQ�WKH�FRPSOHWLRQ�RI�HFRQRPLF�LQWHJUDWLRQ��7RSSLQJ�WKH�UHDVRQV�JLYHQ�IRU�UHMHFWLRQ�DUH�WKH�QHJDWLYH�HIIHFWV�6ZHGHV�SHUFHLYH�LQ�WKH�8QLRQ�RQ�GHPRFUDF\�DQG�LQGHSHQGHQFH��7KH�ORQJHU�OLVW�VKRZV�OLWWOH�EHOLHI�WKDW�WKH�8QLRQ�LV�JRRG�IRU�DQ\WKLQJ��:KHWKHU�WKH�FRQFHUQ�LV�SROLWLFDO��HFRQRPLF��RU�VRFLDO��WKH�FRXQWU\�VKRXOG�QRW�EH�UXQ�IURP�%UXVVHOV��6KRUWO\�DIWHU���S�P���6WRFNKROP���DQ�H[LW�SROO�VKRZHG�YRWHUV�UHMHFWLQJ�WKH�HXUR�E\������SHUFHQW�WR������SHUFHQW��ZLWK���SHUFHQW�YRWLQJ��EODQN���7KH�ILUVW�IHZ�UXUDO�GLVWULFWV�UHSRUWHG�YRWHUV�DJDLQVW�WKH�HXUR�E\�DURXQG����SHUFHQW�WR�OHVV�WKDQ����SHUFHQW��7KH�GLIIHUHQFH�FORVHG�YHU\�VORZO\�RYHU�WKH�QH[W�WZR�KRXUV��6WRFNKROP�FRXQW\�ZDV�SDUW�RI�WKH�VPDOO�PLQRULW\�RI�XUEDQ�DUHDV�WKDW�IDYRUHG�WKH�HXUR��6KRUWO\�EHIRUH����S�P��WKH�3ULPH�0LQLVWHU��ZKR�KDG�OHG�WKH�FDPSDLJQ�LQ�IDYRU�RI�WKH�HXUR��DQQRXQFHG�WKDW�WKH�SHRSOH�KDG�VSRNHQ�6OLJKWO\�RYHU���PLOOLRQ�SHRSOH�ZHUH�UHJLVWHUHG�WR�YRWH�RQ�WKH�UHIHUHQGXP��1HDUO\����SHUFHQW�RI�UHJLVWHUHG�YRWHUV�WRRN�SDUW��-XVW�RYHU�����WKRXVDQG�ZHUH�6ZHGLVK�FLWL]HQV�OLYLQJ�RXWVLGH�RI�6ZHGHQ�DQG�PRUH�WKDQ�����WKRXVDQG�ZHUH�IRUHLJQHUV�OLYLQJ�LQ�6ZHGHQ��$�UHFRUG�RI�DSSUR[LPDWHO\���PLOOLRQ�PDLO�LQ�YRWHV�ZHUH�UHFRUGHG�FRPSDUHG�WR�DURXQG�����WKRXVDQG�IRU�WKH�ODVW�JHQHUDO�HOHFWLRQ�%DVHG�RQ�D�EUHDN�GRZQ�RI�FRXQWLHV��LW�DSSHDUV�WKDW�ZHDOWKLHU�YRWHUV�ZLWK�PRUH�HGXFDWLRQ�ZHUH�PRUH�LQ�IDYRU�RI�WKH�HXUR�WKDQ�OHVV�HGXFDWHG�SRRUHU�YRWHUV��7KH�VORZ�HFRQRP\�DQG�KLJK�XQHPSOR\PHQW�LQ�(XURSH�LQ�UHFHQW�\HDUV�SOD\HG�D�UROH�LQ�LQFUHDVLQJ�(XUR�VNHSWLFLVP��,URQLFDOO\��EXVLQHVVHV�WKDW�SURYLGH�PDVV�HPSOR\PHQW�KDYH�SXEOLFO\�GLVFXVVHG�WKH�SRVVLELOLW\�WKDW�UHMHFWLRQ�RI�WKH�HXUR�PLJKW�FDXVH�WKHP�WR�DEDQGRQ�6ZHGHQ�(DUOLHU�SROOV�KDG�VKRZQ�WKH��1R�&DPSDLJQ��ZLWK�D�VL]DEOH�OHDG��DURXQG����SHUFHQW�FRPSDUHG�WR�VXSSRUW�IRU�WKH�HXUR�LQ�WKH�ORZ�WR�PLG���V��ZLWK�������SHUFHQW�XQGHFLGHG��6KRUWO\�DIWHU�WKH�PXUGHU�RI�6ZHGHQ
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V�LGHQWLW\�DQG�PRWLYH�DUH�VWLOO�XQNQRZQ��'RFWRUV�DW�.DUROLQVND�+RVSLWDO�ZRUNHG�WKURXJK�WKH�QLJKW�DJDLQVW�OLIH�WKUHDWHQLQJ�LQMXULHV��(DUO\�WKLV�PRUQLQJ�KHU�FRQGLWLRQ�LPSURYHG�DQG�WKHQ�WRRN�D�GUDPDWLF�WXUQ�IRU�WKH�ZRUVH��$W������D�P���6WRFNKROP���VKH�ZDV�SURQRXQFHG�GHDG��$QQD�/LQGK�ZDV�D�ZHOO�NQRZQ�SXEOLF�ILJXUH�LQ�WKH�6RFLDO�'HPRFUDWLF�/DERXU�3DUW\�DQG�QR�VWUDQJHU�WR�WKH�LQWHUQDWLRQDO�VWDJH��6LQFH�WKH�HOHFWLRQ�RI�5HSXEOLFDQ�SUHVLGHQW�*HRUJH�%XVK��VKH�UHSUHVHQWHG�VRPH�RI�WKH�PRVW�IRUPLGDEOH�SROLWLFDO�FKDOOHQJHV�IURP�WKH�LQWHUQDWLRQDOOHIW��LQFOXGLQJ�SURPRWLRQ�RI�WKH�HQYLURQPHQWDO�SDFW�NQRZQ�DV�WKH��.\RWR�DJUHHPHQW��DQG�FULWLFLVP�RI�ZDU�LQ�,UDT��6KH�ZDV�VFKHGXOHG�WR�DSSHDU�:HGQHVGD\�HYHQLQJ�LQ�D�NH\�WHOHYLVHG�GHEDWH�LQ�IDYRU�RI�UHSODFLQJ�WKH�6ZHGLVK�.URQD�ZLWK�WKH�(XURSHDQ�8QLRQ
V�(XUR��7KH�IHHOLQJ�LQ�WKH�FRXQWU\�LV�RQH�RI�VKRFN�DQG�ORVV��,Q�WKH�EURDGHU�SHUVSHFWLYH��LW�LV�KRSHG�WKDW�WKH�DWWDFNHU�LV�D�PDG�PDQ��WKDW�WKH�PXUGHU�LV�QRW�DQ�RUJDQL]HG�SROLWLFDO�DVVDVVLQDWLRQ��$OWKRXJK�RYHUVKDGRZHG�E\�WKH�VHQVH�RI�JULHI��WKHUH�LV�GHHS�FRQFHUQ IRU�6ZHGHQ
V�WUDGLWLRQDO�RSHQ�GHPRFUDF\��D�SDUW�RI�ZKLFK�LV�WKH�HDVH�SROLWLFLDQV�KDYH�EHKDYLQJ�DV�DQG�LQWHUDFWLQJ�ZLWK�RWKHU�6ZHGLVK�FLWL]HQV��,Q�������6ZHGHQ
V�3ULPH�0LQLVWHU�2ORI�3DOPH�ZDV�PXUGHUHG�LQ�6WRFNKROP�DV�KH�DQG�KLV�ZLIH�UHWXUQHG�IURP�D�PRYLH��7KDW�PXUGHU�LV�VWLOO�XQVROYHG��1HLWKHU�3ULPH�0LQLVWHU�3DOPH�QRU�$QQD�/LQGK�ZHUH�EHLQJ�SURWHFWHG�E\�ERG\�JXDUGV�DW�WKH�WLPH�RI�WKH�DWWDFNV��'HVSLWH�WKH�PDQ\�SRVVLEOH�SROLWLFDO�UDPLILFDWLRQV��LW�LV�GLIILFXOW�WR�FDVW�$QQD�/LQGK�DV�D�V\PERO��6KH�VSHQW�PRVW�RI�KHU�DGXOW�OLIH�VWURQJO\�FRPPLWWHG�WR�ZRUN�LQ�JRYHUQPHQW�DQG�SROLWLFV��<RX�GLG�QRW�QHHG�WR�ORRN�IRU�WKH�KXPDQ�EHLQJ�EHKLQG�D�SROLWLFDO�ILJXUH��6KH�ZDV�$QQD�/LQGK��$QQD�/LQGK�ZDV����\HDUV�ROG�DQG�PDUULHG�ZLWK�FKLOGUHQ��
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V�$WWRUQH\�*HQHUDO�0LNH�&R[��D�5HSXEOLFDQ��LV�MXVW�WKDW�NLQG�RI�SHUVRQ��&R[�KDV�SXW�WRJHWKHU�D�SURPRWLRQDO�FDPSDLJQ�WKDW�KH�VD\V�ZLOO�FRVW�DERXW����������WKLV�\HDU�DQG�FRXOG�FRVW�DQ�DQQXDO����������GRZQ�WKH�URDG��WKDW�IDWKHUV
�ULJKWV�DFWLYLVWV�DUH�FHUWDLQ�WR�FRPSODLQ�DERXW�$VLGH�IURP�D�QHZ�ZHEVLWH�FDOOHG�3D\.LGV��WKH�SURPRWLRQ�ZLOO�DWWHPSW�WR�GHJUDGH�DQG�LQWLPLGDWH�IDWKHUV�ZLWK�ELOOERDUGV�VKRZLQJ�SLFWXUHV�RI�KDQGFXIIV�DQG�PHQ�EHKLQG�EDUV��DQG�ELG�IRU�SXEOLF�V\PSDWK\�ZLWK�VWRULHV�RI�FKLOGUHQ�VXIIHULQJ�ZKLOH�WKHLU�IDWKHUV�OLYH�LQ�OX[XU\�:H
YH�EHHQ�WKURXJK�LW�DOO�EHIRUH��7KH��GHDGEHDW�GDG��FDPSDLJQ�UDJHG�GXULQJ�WKH�HDUO\�����V��ZLWK�FODLPV�WKDW�D�FUDFNGRZQ�ZRXOG�VDYH�PRQH\�IRU�WD[SD\HUV��,QVWHDG��LW
V�FRVW�ELOOLRQV��DQG�WKH�WUXWK�LV�WKDW�IDWKHUV�ZKR�FDQ SD\�JHQHUDOO\�GR���&ROOHFWLRQV��FRQVLVW�SULPDULO\�RI�SD\PHQWV�WKDW�ZRXOG�EH�PDGH�PRUH�HIILFLHQWO\�LI�QRW�SURFHVVHG�WKURXJK�WKH�JRYHUQPHQW�V\VWHP��EXW�E\�FKHFN�VHQW�GLUHFWO\�IURP�RQH�SDUHQW�WR�WKH�RWKHU��$OO�RI�WKH�JHQHUDO�DOOHJDWLRQV�DLPHG�DW�IDWKHUV�DV D�JURXS�GXULQJ�WKH�����V�KDYH�VLQFH�EHHQ�UHVHDUFKHG�DQG�DUH�IDOVH��7KH�FKLOG�VXSSRUW�V\VWHP�ZDV�EXLOW�RQ�OLHV�DQG�QRUPDO�KXPDQ�FXULRVLW\�IRUFHG�ORRNLQJ�LQWR�WKH�PRWLYH��7KHUH�DUH�SHRSOH�VWHDOLQJ�D�ORW�RI�PRQH\�IURP�IDWKHUV��PRWKHUV��DQG�FKLOGUHQ�DQG�IURP�WKH�JRYHUQPHQW��,W�ZRXOGQ
W�EH�SRVVLEOH�ZLWKRXW�D�GLUW\�$*�
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'U��&KDQJ
V�H[SHULHQFH�LV�RQH�WKDW�KDV�EHHQ�UHSHDWHG�PDQ\�WLPHV�DFURVV�WKH�FRXQWU\�RYHU�WKH�SDVW�ILIWHHQ�\HDUV��6KHULII
V�GHSXWLHV�OLWHUDOO\�NLFNHG�LQ�WKH�GRRU�WR�KLV�DSDUWPHQW�DQG�DUUHVWHG�KLP�DW JXQSRLQW�� ZHHNV�DIWHU�KH�KDG�PDGH�QHFHVVDU\�SD\PHQWV��(PSOR\HHV�DW�WKH�0LGGOHVH[�&RXQW\�&KLOG�6XSSRUW�'HSDUWPHQW�KDG�UHIXVHG�WR�KHOS�ZHHNV�HDUOLHU�DIWHU�KLV�HPSOR\HU�KDG�PLVVHG�D�FKLOG�VXSSRUW�SD\PHQW�DQG�PLVFDOFXODWHG�DQRWKHU��+LV�HPSOR\HU�LV�FKDUJHG�ZLWK�PDNLQJ�SD\PHQWV�DIWHU�GHGXFWLQJ�WKHP�IURP�KLV�SD\��D�FRPPRQ�SUDFWLFH�VLQFH�WKH�HDUO\�����V��'U��&KDQJ�SRLQWV�RXW�WKDW�KLV�HPSOR\HU�LV�JHQHUDOO\�FRRSHUDWLYH�ZLWK�WKH�DJHQF\��EXW�KDG�PDGH�HUURUV�DIWHU�DQ�HQG�RI�\HDU�SD\UROO�FRQYHUVLRQ��+H�FRQWDFWHG�WKH�FKLOG�VXSSRUW�DJHQF\�DQG�VHQW�WKH�PRQH\�KLPVHOI��EXW�WKDW�GLGQ
W�VWRS�WKH�YLROHQW�HQIRUFHPHQW�DFWLRQ�ZHHNV�ODWHU�
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*LYH�PH�OLEHUW\��RU�JLYH�PH�GHDWK��2U�DV�'U��&KDQJ�SXWV�LW���,W�LV�EHWWHU�WR�GLH�RQFH�WKDQ�OLYH�D�WKRXVDQG�KXPLOLDWLRQV���,VQ
W�WKLV�MXVW�WKH�VRUW�RI�WKLQJ�WKDW�OHG�WR�WKH�$PHULFDQ�5HYROXWLRQ"�,V�LW�WKH�NLQG�RI�JRYHUQPHQW�EHKDYLRU�WKDW�OHG�WR�VWXGHQW�SURWHVWV�LQ�7LHQDQPHQ�6TXDUH"�,W
V�SUREDEO\�GHHSHU�WKDQ�WKDW�
7KH�DVVDXOW�RQ�D�PDQ
V�OLIH�W\SLFDOO\�EHJLQV�ZLWK�D�PRWKHU�ZKR�GHFLGHV�WR��OLEHUDWH��KHUVHOI�IURP�PDUULDJH��VLPSO\�GHDOLQJ�D�IDWKHU�RXW�RI�KLV�RZQ�SHUVRQDO�DQG�IDPLO\�OLIH��7KH�SURFHVV�LV�H[FHSWLRQDOO\�HDV\��7KH�JRYHUQPHQW�KDV�EHHQ�GHGLFDWHG�WR�KHOSLQJ�ZRPHQ��OLEHUDWH��WKHPVHOYHV�IURP�PDUULDJH�IRU�GHFDGHV��2QFH�H[WULFDWHG��ZRPHQ�RIWHQ�PRYH RQ�WR�QHZ�UHODWLRQVKLSV��WDNLQJ�KLV�FKLOGUHQ��D�SRUWLRQ�RI�KLV�SURSHUW\�DQG�IXWXUH�LQFRPH�ZLWK�WKHP��7KH�HQJLQHHULQJ�RI�D�QHZ�OLIH�TXLWH�RIWHQ�LQYROYHV�NHHSLQJ�WKH�ROG�RQH��WKH�H[�KXVEDQG��DW�DQ�H[WUHPH�GLVWDQFH��WRWDOO\�GLVHQJDJHG�IURP�KLV�RZQ�FKLOGUHQ�
7KH�SURFHVV�DQG�LWV�HIIHFWV�LQYROYH�WKH�GHHSHVW�HPRWLRQV�WKHUH�DUH��%XW�WR�WKDW�ZH�KDYH�QRZ�DGGHG�D�JRYHUQPHQW�RSHUDWLRQ�GHVLJQHG�E\�SHRSOH�ZKR�DUH�XVLQJ�WKH�VLWXDWLRQ�WR�VWHDO��7KH\
UH�VWHDOLQJ�PRQH\�IURP�WKHVH�YHU\�VDPH�IDWKHUV��RIWHQ�PDNLQJ�PHUH�H[LVWHQFH�GLIILFXOW��7KH\�DUH�GRLQJ�LW�LQ�RUGHU�WR�VWHDO�PRQH\�IURP�WD[SD\HUV�ZKR�DUH�SD\LQJ�IRU�WKH�V\VWHP�LQ�SURSRUWLRQ�WR�WKH�DPRXQW�RI�PRQH\�WDNHQ�IURP�IDWKHUV��)LQDOO\��DV�LI�WKDW�LVQ
W�HQRXJK��WKH\
UH�VWHDOLQJ�IUHHGRP�DQG�HYHQ�OLIH�
'U��&KDQJ�KRSHV�WR�IRUFH�D�FRQFOXVLRQ�WR�KLV�RUGHDO�ZLWKLQ�RQH�PRQWK�RI�WKH�VWDUW�RI�KLV�SURWHVW��,I�KH�FDQ��KH�ZLOO�HDW�DJDLQ�DQG�UHWXUQ�WR�ZRUN��+H�KDV�WZR�ZHHNV�YDFDWLRQ�DQG�KDV�DUUDQJHG�IRU�D�WZR�ZHHN�H[WHQVLRQ��7KLV�GHILQHV�KLV�JRDO�RI�LQ�HIIHFW�ZLQQLQJ�DQ�DUJXPHQW�ZLWKLQ�D�PRQWK��+LV�ZDWHU�DQG�VDOW�GLHW�LV�GDQJHURXV��HVSHFLDOO\�LI�LW�FRQWLQXHV�IRU�ORQJ��6HYHUDO�SHRSOH�KDYH�PHW�ZLWK�KLP��DQG�KDYH�HQFRXUDJHG�KLP�WR�VWD\�DOLYH��:KHQ�KH�EHJDQ�KLV�VWULNH�RQ�0D\���WK��KH�ZHLJKHG�����SRXQGV��:KHQ�,�ODVW�UHFHLYHG�DQ�HPDLO�PHVVDJH�IURP�KLP��0D\���WK��KLV�ZHLJKW�ZDV����SRXQGV�OHVV�� ����SRXQGV�
'U��&KDQJ�KDV�YRZHG�WR�FRQWLQXH�XQWLO�KLV�GHPDQGV�DUH�PHW��7KH\�DUH�DV�IROORZV��LQ�KLV�RZQ�ZRUGV�����,�GR�QRW�RZH�DQ\�PRQH\�WR�H[�ZLIH�<HH�6DQJ�<HQ����,I�,�KDYH�D�MRE��IDLU�PRQWKO\�VXSSRUW PRQH\�ZLOO�EH�VHQW�WR�WKH�FKLOG��2OLYLD�&KDQJ��GLUHFWO\�ZLWKRXW�JRLQJ�WKURXJK�DQ\�FKLOG�VXSSRUW�GHSDUWPHQW����7KH�0LGGOHVH[�&KLOG�6XSSRUW�'HSDUWPHQW�UHSDLUV�WKH�GDPDJH�LW�FDXVHG�WR�P\�FUHGLW��DQG�LQIRUPV�WKH�0RWRU�9HKLFOH�6HUYLFHV�WR�HUDVH�DOO�P\�GULYLQJ VXVSHQVLRQV�DQG�UHVWRUH�P\�GULYLQJ�SULYLOHJH�LPPHGLDWHO\����7KH�0LGGOHVH[�&KLOG�6XSSRUW�'HSDUWPHQW�UHLPEXUVHV�PH�WKH�IROORZLQJ�������IRU�UHVWRULQJ�P\�GULYLQJ�OLFHQVHV��WKH�FRVW�RI�UHSDLULQJ�WKH�GRRU�GDPDJHG�E\�WKH�VKHULIIV�������WDNHQ�IURP�P\�ZDOOHW����� IRU�JHWWLQJ�IURP�WKH�0LGGOHVH[�&RXQW\�&RXUW�WR�KRPH�
7KH�1HZ�-HUVH\�&RXQFLO�IRU�&KLOGUHQ
V�5LJKWV�LV�PDLQWDLQLQJ�D�GDLO\�ZDWFK�ZHE�VLWH�>KWWS���ZZZ�QMFFU�RUJ�DUWLFOHV�+XQJHU���6WULNH�KWP@�5RJHU�)��*D\BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB5RJHU�)��*D\�LV�D�SURIHVVLRQDO�DQDO\VW�DQG�GLUHFWRU�RI�3URMHFW�IRU�WKH�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/LWLJDWLRQ�7HFKQRORJ\��2WKHU�DUWLFOHV�E\�5RJHU�)��*D\�FDQ�EH�IRXQG�DW�)DWKHULQJ�0DJD]LQH�DQG�WKH�01'�DUFKLYH�
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*RYHUQPHQW�,QYHVWLJDWLRQ�5HYHDOV�)XQGDPHQWDO�)ODZV�6ZHGHQ�%DFNV�2II�8�6��6W\OH�&KLOG�6XSSRUW�5HIRUPVKWWS���PHQVQHZVGDLO\�FRP�DUFKLYH�J�JD\����JD\�������KWP
5RJHU�)��*D\��������������������ZDV�DQ�HUD�RI�UDGLFDO�LQWHUQDWLRQDO�FKLOG�VXSSRUW�UHIRUP��EHJLQQLQJ�LQ�WKH�8QLWHG�6WDWHV��6ZHGLVK�LQYHVWLJDWLRQ�LQWR�WKH�HIIHFWV�RI�8�6��VW\OH�FKLOG�VXSSRUW�UHIRUP�UHYHDOHG�WKH�FUHDWLRQ�RI�PDVVLYH�GHEW�DQG�D KLJK�SHUFHQW�RI�IDWKHUV�IRUFHG�LQWR�SRYHUW\��$�QHZ�JRYHUQPHQW�UHSRUW�VXJJHVWV�FRUUHFWLYH�DFWLRQ��7KH�DUWLFOH�EHORZ�H[SODLQV�ZK\�ZH�VKRXOG�QRW�EH�VXUSULVHG�WKDW�6ZHGHQ�ZDV�DPRQJ�WKH�ODVW�WR�IDOO�WR�UDGLFDO�FKLOG�VXSSRUW�UHIRUP�DUJXPHQWV�DQG�WKH�ILUVW�WR�EHJLQ�WKH�SURFHVV�RI�UHVWRUDWLRQ��ZKLOH�WKH�8�6��UHFRUG�RI�UHIRUP�LV�DQ�RQJRLQJ�HPEDUUDVVPHQW��,Q�������D�IHGHUDO�RIILFH�RI�FKLOG�VXSSRUW�HQIRUFHPHQW�ZDV�FUHDWHG�ZLWKLQ�WKH�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��7KLV�ZDV�D�UDWKHU�GUDPDWLF�GHYHORSPHQW�LQ�WKH�8QLWHG�6WDWHV��&KLOG�VXSSRUW�LV�D�VWDWH�LVVXH��MXVW�DV�LW�LV�LQ WKH�(XURSHDQ�8QLRQ���7KH�QHZ�RIILFH�ZDV�EURXJKW�LQWR�EHLQJ�E\�DQ�DPHQGPHQW�WR�PRUH�SRSXODU�VRFLDO�VHUYLFHV�OHJLVODWLRQ��:KHQ�VLJQLQJ�WKH�ELOO�LQWR�ODZ��3UHVLGHQW�)RUG�VWDWHG�WKDW�WKH�DPHQGPHQW�WRRN�WKH�IHGHUDO�JRYHUQPHQW�WRR�IDU�LQWR�GRPHVWLF�UHODWLRQV�DQG�SURPLVHG�WR�VXJJHVW�FRUUHFWLYH�OHJLVODWLRQ��*HUDOG�)RUG�ZDV�QRW�UH�HOHFWHG�LQ��������+H�SDUGRQHG�1L[RQ���$V�ZLWK�PDQ\�EXUHDXFUDWLF�RUJDQL]DWLRQV��WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�EHFDPH�LWV�RZQ�EHVW�OREE\LVW��DQG�EHJDQ�WKH�SURFHVV�RI�HPSLUH�EXLOGLQJ��DFFXPXODWLQJ�KLJKHU�OHYHOV�RI�IXQGLQJ�DQG�JUHDWHU�SRZHUV��,Q�WKH�ODWH�����V�DQG�����V��WKH�PDQ�ZKR�EHFDPH�NQRZQ�DV�WKH�JUDQGIDWKHU�RI�FKLOG�VXSSRUW�UHIRUP��,UZLQ�*DUILQNHO��VXJJHVWHG�DGRSWLQJ�VZHHSLQJ�V\VWHPLF�UHIRUPV�EDVHG�RQ�WKH�6ZHGLVK�VRFLDOLVW�DQG�5XVVLDQ�FRPPXQLVW�PRGHOV��8S�XQWLO�DSSUR[LPDWHO\�������FKLOG�VXSSRUW�UHIRUP�DGYRFDWHV�DUJXHG�WKDW�WKH�8QLWHG�6WDWHV�KDG�IDOOHQ�EHKLQG�LQ�WKH�LQWHUQDWLRQDO�UDFH�WR�SURYLGH�ZRPHQ�DQG�FKLOGUHQ�ZLWK�SURJUHVVLYH ZHOIDUH�HQWLWOHPHQWV��$W�WKH�VDPH�WLPH��IHPLQLVW�JURXSV�ZHUH�DUJXLQJ�IRU�DQ�LQFUHDVHG�VKDUH�RI�WKHLU�H[�KXVEDQGV
�ZHDOWK��)HPLQLVW�3$&V�ZHUH�VWUDWHJLFDOO\�SXPSLQJ�PLOOLRQV�RI�GROODUV�LQWR�SROLWLFDO�FDPSDLJQV�DQG�KDG�GHYHORSHG�WKHLU�RZQ�V\VWHP�RI�PDQLSXODWLQJ�WKH�SUHVV��%\�������WKH�8�6��KDG�LPSOHPHQWHG�D�EUXWDO�DQG�PDQLSXODWLYH�FKLOG�VXSSRUW�UHJLPH�WKDW�ZDV�PRUH�5XVVLDQ�WKDQ�6ZHGLVK��DQG�KDG�QRWKLQJ�ZKDWVRHYHU�WR�GR�ZLWK�WKH�8�6��&RQVWLWXWLRQDO�IUDPHZRUN�IRU�LQWHUDFWLRQ�EHWZHHQ�WKH�LQGLYLGXDO�DQG�WKH�VWDWH��$PRXQWV�RUGHUHG�DV�FKLOG�VXSSRUW�DUH�DUELWUDULO\�FRQWUROOHG�E\�VWDWH�FRPPLWWHHV��&ROOHFWLRQ�WDFWLFV�LQFOXGH�HYHU\WKLQJ�IURP�ZRUNSODFH�KDUDVVPHQW�DQG�FDU�ERRWLQJ�WR�DUPHG�SROLFH�FUDVKLQJ�WKURXJK�GRRUV�DQG�PDVVLYH�PLGQLJKW�UDLGV�WR�FDUW�RII�WUXFN�ORDGV�RI�IDWKHUV�IURP�SRRU�QHLJKERUKRRGV��0HDQZKLOH� ELOOLRQV�RI�IHGHUDO�WD[�GROODUV�EHJDQ�IORZLQJ�LQWR�WKH�SRFNHWV�RI�GLYRUFH�LQGXVWU\�LQVLGHUV��(YHU\RQH�LQYROYHG�JRW�D�SLHFH�RI�WKH�DFWLRQ��6WDWH�FKLOG�VXSSRUW�EXUHDXFUDFLHV�JUHZ��MXGLFLDO�UHWLUHPHQW�DFFRXQWV�H[SDQGHG��DQG�QHZO\�FUHDWHG�SULYDWH�FKLOG�VXSSRUW�FROOHFWLRQ�DJHQFLHV�SURILWHG�IURP�ERWK�IHGHUDO�WD[�GROODUV�DQG�WKH�DELOLW\�WR�VNLP�DSSUR[LPDWHO\�RQH�WKLUG�RI�WKH�FKLOG�VXSSRUW�GHEW�± PXFK�QHZO\�FUHDWHG�E\�WKH�UHIRUPV�± IURP�FKLOG�VXSSRUW�SD\PHQWV��7KH�SLFWXUH�SUHVHQWHG�WR�WKH�$PHULFDQ�SXEOLF�KRZHYHU��ZDV�WDLORUHG�WR�SROLWLFDO�WDVWH��'HVSLWH�WKH�IDFW�WKDW�IDWKHUV�VXEMHFW�WR�FKLOG�VXSSRUW�RUGHUV�LQ�WKH�8QLWHG�6WDWHV�KDG�D�EHWWHU�UHFRUG�RI�SD\PHQW�DQG�SDLG�PRUH�RQ�DYHUDJH�WKDQ�LQ�DQ\�RWKHU�FRXQWU\��WKH\�ZHUH�GHPRQL]HG�DV��GHDGEHDWV��ZKR�DEDQGRQHG�WKHLU�FKLOGUHQ�ILQDQFLDOO\�DQG�HPRWLRQDOO\�OHDYLQJ�WD[SD\HUV�ZLWK�UHVSRQVLELOLWLHV�WKDW�WKH\�VKRXOG�EHDU��,W�ZDV�FODLPHG�WKDW�WD[SD\HUV�ZRXOG�VDYH�PRQH\�E\��IRUFLQJ�IDWKHUV�WR�SD\���7KLV�ODLG�WKH�IRXQGDWLRQ�IRU�SUHVHQWLQJ�H[WUHPH�OHIWLVW�UHIRUPV�WKDW�ZRXOG�LQWUXGH�LQWR�IDPLO\�OLIH�DQG�WUDPSOH�LQGLYLGXDO�ULJKWV�DV��FRQVHUYDWLYH��ZLWKLQ�WKH�$PHULFDQ�SROLWLFDO�VSHFWUXP��RQH�RI�PDQ\�LURQLHV��6LPLODU�DUJXPHQWV�ZHUH�JLYHQ�DW�WKH�HQG�RI�WKH�%ROVKHYLN�5HYROXWLRQ�DV�&RPPXQLVW�3DUW\�PHPEHUV�H[SODLQHG�WKH�QHHG�IRU�KHDY\�VWDWH�LQYROYHPHQW�DQG�FRQWURO�RYHU�LQGLYLGXDO�ZHDOWK�DQG�EHKDYLRU��7KH�EXUHDXFUDWLF�UXOHV�RI�WKH�ZHOIDUH�V\VWHP�ZHUH�H[WHQGHG�WR�FRYHU�DOO�FDVHV�LQ�ZKLFK�SULYDWH�FKLOG�VXSSRUW�LV�LQYROYHG��,QGLYLGXDO�ULJKWV�ZHUH�DEDQGRQHG��JLYLQJ�ZD\�WR�DUELWUDU\�HQ�PDVVH PDQLSXODWLRQ�E\�FHQWUDO�FRPPLWWHHV��3ULYDWH�DQG�JRYHUQPHQW�VSHFLDO�LQWHUHVWV�UHFRJQL]HG�RSSRUWXQLWLHV�IRU�SURILW�DQG�SRZHU�DQG�TXLFNO\�WRRN�FRQWURO��8QPLWLJDWHG�VHOI�LQWHUHVW�SURYLGHG�WKH�HQJLQH�WR�VXVWDLQ�WKH�UHJLPH�DJDLQVW�RSSRVLWLRQ�DQG�UHDVRQ��,URQLFDOO\�± JLYHQ�HDUOLHU�DUJXPHQWV�WKDW�WKH�8QLWHG�6WDWHV�ZDV�EHKLQG�WKH�SURJUHVVLYH SROLWLFDO�FXUYH�± LW�EHFDPH�DQ�H[SRUWHU�RI�UDGLFDO�H[WUHPH�OHIWLVW�VRFLDO��HFRQRPLF��DQG�SROLWLFDO�UHIRUP��7KH�GRPLQR�HIIHFW��IHDUHG�WKURXJKRXW�WKH�&ROG�:DU�HUD��KDG�IRXQG�D�QHZ�SURWDJRQLVW��*UHDW�%ULWDLQ��$XVWUDOLD��DQG�&DQDGD�ZHUH�DPRQJ�WKH�QDWLRQV�WKDW�IHOO�TXLFNO\�WR��GHDGEHDW�GDG��SURSDJDQGD�DQG�WKH�DUJXPHQW�WKDW�UHIRUPV�ZRXOG�UHGXFH�ZHOIDUH�FRVWV��7KH\�OLHG��2QH�RI�WKH�PRVW�GUDPDWLF�FKDQJHV�WKH�UHIRUPV�EURXJKW�ZDV�WKH�LQFOXVLRQ�RI�QRQ�ZHOIDUH�FDVHV�LQ�WKH�QHZ�V\VWHP��ZKLFK�LQFUHDVHG�WKH�FRVW�RI�DGPLQLVWUDWLRQ�ZLWKRXW�DQ\�SRVVLELOLW\�RI�ORZHULQJ�ZHOIDUH�FRVWV��,W�WRRN�ORQJHU�IRU�WKH�QHZ�FKLOG�VXSSRUW�UHIRUP�PRYHPHQW�WR�HIIHFW�6ZHGHQ��D�FRXQWU\�WKDW�KDG�EHHQ�PHQWLRQHG�DV�D�PRGHO�IRU�UHIRUP�LQ�WKH�8QLWHG�6WDWHV��,Q�������6ZHGHQ
V�FKLOG�VXSSRUW�IRUPXOD�ZDV�DGMXVWHG�VR�WKDW�ORZ�LQFRPH�SDUHQWV��XVXDOO\�IDWKHUV��ZRXOG�EH�UHTXLUHG�WR�UHSD\�PRUH�RI�WKH�VWDWH
V�EDVLF�VXSSRUW�HQWLWOHPHQW��7KH�FKDQJH�ZDV�SURMHFWHG�WR�FUHDWH�VDYLQJV�LQ�WKH�ZHOIDUH�V\VWHP��:LWKLQ�WZR�\HDUV��LW�ZDV�ZLGHO\�UHFRJQL]HG�WKDW�WKH�UHIRUPV�KDG�FUHDWHG�VHULRXV�SUREOHPV�DQG�WKH�JRYHUQPHQW�SURPLVHG�DQ�LQYHVWLJDWLRQ��/RZ�LQFRPH�SDUHQWV�UHDOO\�KDG�ORZ�LQFRPH��,QVWHDG�RI�SD\LQJ�PRUH��WKH\�ZHUH�IRUFHG�LQWR�GHEW�LQ�ODUJH�QXPEHUV�DQG�FRXOG�QRW�JHW�RXW��7KH�WUDGLWLRQDO�GLVWLQFWLRQ�EHWZHHQ�IDWKHUV�DQG�PRWKHUV�ZDV�DSSDUHQW��(QWLWOHPHQWV�ZHUH�SURYLGLQJ�D�VHFXUH�HFRQRPLF�VLWXDWLRQ�IRU�PRWKHUV�DQG�FKLOGUHQ��DQG�WKH�HQWLWOHPHQW�V\VWHP�ZDV�IRUFLQJ�IDWKHUV�RXW�RI�PDLQVWUHDP�HFRQRPLF DFWLYLW\�DQG�LQWR�ORQJ�WHUP�SRYHUW\��
7KH�LQYHVWLJDWLRQ�RUGHUHG�E\�WKH�JRYHUQPHQW�ZDV�SXEOLFO\�UHOHDVHG�RQ�$SULO���WK������,W�UHFRPPHQGV�ZKDW�LV�LQ�HIIHFW�D�UHYHUVDO�RI�WKH�SUHYLRXV�UHIRUPV��$PRXQWV�WKDW�PDQ\�QRQFXVWRGLDO�SDUHQWV�DUH�RUGHUHG�WR�SD\�ZLOO�EH�UHGXFHG�DQG�PXFK�RI�WKH�DFFXPXODWHG�GHEW�ZLOO�EH�IRUJLYHQ��,Q�DGGLWLRQ��WKH�UHSRUW�UHFRPPHQGV�WKDW�PRWKHUV�DQG�IDWKHUV�VKRXOG�VKDUH�LQ�VRPH�RI�WKH�HQWLWOHPHQWV�SUHYLRXVO\�RIIHUHG�WR�RQO\�RQH�SDUHQW��:RUNLQJ�SDUHQWV�VKRXOG�EH�DOORZHG�WR�NHHS�HQRXJK�RI�WKHLU�LQFRPH�WR�VXSSRUW�WKHPVHOYHV��)XQGDPHQWDOO\��ERWK�SDUHQWV�KDYH�DQ�HTXDO�UHVSRQVLELOLW\�WR�VXSSRUW�WKHLU�FKLOGUHQ��$QG�UHJXODU�FRQWDFW�EHWZHHQ�FKLOGUHQ�DQG�ERWK�WKHLU�SDUHQWV�VKRXOG�EH�HQFRXUDJHG��QRW�VDERWDJHG�E\�UHPRYLQJ�HFRQRPLF�VXSSRUW�IURP�RQH�KRXVHKROG��
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7KH�DGGLWLRQDO�UHFRPPHQGDWLRQV�DUH�DLPHG�DW�MRLQW�FXVWRGLDO�SDUHQWV�UDWKHU�WKDQ�DOO�GLYRUFHG�DQG�QHYHU�PDUULHG�SDUHQWV��%XW�DQ�XQXVXDOO\�KLJK�SHUFHQW�RI�GLYRUFHG�DQG�QHYHU�PDUULHG�SDUHQWV�LQ�6ZHGHQ�KDYH�MRLQW�FXVWRG\��DQG�UHIRUPV�RYHU�WKH�SDVW�IHZ \HDUV�KDYH�EHHQ�DLPHG�DW�LQFUHDVLQJ�WKDW�QXPEHU��,GHDOO\��6ZHGHQ�LV�DLPLQJ�DW�MRLQW�FXVWRG\�DV�D�QRUP��ZLWK�VROH�FXVWRG\�EHLQJ�JUDQWHG�RQO\�LQ�FDVHV�LQ�ZKLFK�ERWK�SDUHQWV�DJUHH�WR�LW�RU�LI�FRQWDFW�ZLWK�D�SDUHQW�SRVHV�D�VHULRXV�GDQJHU�WR�WKH�FKLOGUHQ��+LVWRULFDOO\��6ZHGHQ�KDV�KDG�RQH�RI�WKH�PRVW�ZHOO�WKRXJKW�RXW�DQG�FRPSUHKHQVLYH�FKLOG�VXSSRUW�V\VWHPV�LQ�WKH�ZRUOG��,W�LV�LQWHJUDWHG�ZLWK�WKHLU�JHQHUDO�DQG�FRPSUHKHQVLYH�ZHOIDUH�HQWLWOHPHQW�V\VWHP��DV�ZHOO�DV�WKH�JHQHUDO�DQG�FRPSUHKHQVLYH�PHFKDQLVPV�RI�VRFLDO�DQG�HFRQRPLF�HQIRUFHPHQW�WKDW�JR�ZLWK�LW��'HVSLWH�WKH�XQFRQVWLWXWLRQDOLW\�RI�WKH�VRFLDOLVW�DSSURDFK�LQ�VRPH�UHVSHFWV��6ZHGHQ�DQG�WKH�8QLWHG�6WDWHV�DORQJ�ZLWK�PDQ\�RWKHU�FRXQWULHV�KDG�VKDUHG�D�FRPPRQ�IXQGDPHQWDO�XQGHUVWDQGLQJ�RI�WKH�VWDWH
V�DXWKRULW\�WR�LPSRVH�XSRQ�LQGLYLGXDOV�WR�VXSSRUW�WKHLU�FKLOGUHQ��2Q�WKH�EDVLV�RI�'HODZDUH�ODZ��WKH�6ZHGLVK�FKLOG�VXSSRUW�IRUPXOD�ZDV�QHDUO\�UHSURGXFHG�E\�IDPLO\�FRXUW�-XGJH�0HOVRQ��FD���������$SSURSULDWHO\�DGMXVWHG�IRU�D�QDUURZHU�EDQG�RI�ZHOIDUH�HQWLWOHPHQWV��LW�EHFDPH�RQH�RI�WKH�ILUVW�OHJLVODWHG�VWDWH�ZLGH�FKLOG�VXSSRUW�JXLGHOLQHV�LQ�WKH�8QLWHG�6WDWHV��7KLV�FKDQJHG�GUDPDWLFDOO\�LQ������ZKHQ�LQ�UHVSRQVH�WR�IHGHUDO�UHIRUPV��VWDWHV�DUELWUDULO\�LQFUHDVHG�WKH�DPRXQW�RI�FKLOG�VXSSRUW�QRQFXVWRGLDO�SDUHQWV�ZHUH�RUGHUHG�WR�SD\� 7KH�VDYLQJV�IRU�WD[SD\HUV�SURPLVHG�E\�UHIRUPLVWV�GLG�QRW�IROORZ��,QLWLDOO\�DSSOLHG�LQ�ORZ�LQFRPH�DQG�ZHOIDUH�FDVHV��LW�ZDV�TXLFNO\�GLVFRYHUHG�WKDW�DUELWUDULO\�KLJK�SD\PHQWV�ZHUH�VRPHWLPHV�PRUH�WKDQ�WKH�WRWDO�QHW�LQFRPH�RI�ORZ�LQFRPH�IDWKHUV��$OWKRXJK�VWLOO�KDQGOHG�LQ�D�ZD\�WKDW�LV�WUDJLFDOO\�LUUDWLRQDO��SD\PHQWV�UHTXLUHG�LQ�ZHOIDUH�FDVHV�ZHUH�UHGXFHG��6WDWHV�ZHUH�LQVWHDG�SURPLVHG�D�ODUJHU�VKDUH�RI�IHGHUDO�IXQGLQJ�IRU�RUGHULQJ�DUELWUDULO\�KLJK�SD\PHQWV�LQ�QRQ�ZHOIDUH�FDVHV��7KH�UHIRUPV�FRVW�WD[SD\HUV�ELOOLRQV�RI�GROODUV�D�\HDU��0HGLD�UHSRUWV�KRZHYHU�FRQWLQXHG�WR�FODLP�WKH�UHIRUPV�ZRXOG�VDYH�PRQH\�E\��IRUFLQJ�IDWKHUV�WR�WDNH�UHVSRQVLELOLW\�IRU�WKHLU�FKLOGUHQ��������������WKH�6ZHGLVK�6RFLDO�'HPRFUDWLF�/DERXU�3DUW\�H[SHULHQFHG�RQH�RI�WKH�IHZ�SHULRGV�VLQFH������LQ�ZKLFK�LW�ZDV�QRW�LQ�SRZHU��.HHQ�WR�ZLQ�WKH�HOHFWLRQ�LQ�������FRQVXOWDQWV�ZHUH�FDOOHG�LQ�IURP�IDU�DQG�ZLGH��$PRQJ�WKHP�ZHUH�VRPH�RI�%LOO�&OLQWRQ
V�SROLWLFDO�DGYLVRUV�IURP�WKH�8QLWHG�6WDWHV��5LJKW�ZLQJ�RSSRVLWLRQ�FRPSODLQHG�WKDW�6RFLDO�'HPRFUDWV�WD[HG�VR�PXFK�WKDW�IDPLOLHV�FRXOG�QRW�OLYH�RQ�ZKDW�UHPDLQHG�RI�WKHLU�SD\��FUHDWLQJ�WKH�QHHG�IRU�KLJKHU�JRYHUQPHQW�SD\�RXWV�DQG�UHGXFLQJ�SHUVRQDO�IUHHGRP��7KH�DUJXPHQW�KHOSHG�D�ULJKW�ZLQJ�FRDOLWLRQ�LQWR�SRZHU�LQ�������DQG�LW�ZDV�DW�OHDVW�UHDVRQDEOH�WR�EHOLHYH�WKDW LW�PLJKW�ZRUN�DJDLQ�RQ�WKH�VWLOO�KHDYLO\�WD[HG�SRSXODWLRQ��$�SDJH�ZDV�ERUURZHG�IURP�WKH�$PHULFDQ�SROLWLFDO�SOD\�ERRN��6RFLDO�'HPRFUDWV�SURPLVHG�WKDW�WKH�JRYHUQPHQW�ZRXOG�QR�ORQJHU�VKRXOGHU�WKH�EXUGHQ�WKDW�GLYRUFHG�DQG�QHYHU�PDUULHG�IDWKHUV�VKRXOG�EHDU��$Q�LPPHGLDWH�UHGXFWLRQ�LQ�WD[HV�FRXOG�QRW�EH�SURPLVHG��EXW�VDYLQJV�ZRXOG�EH�RQ�WKH�ZD\�DV�VRRQ�DV�WKH\�ZHUH�LQ�FKDUJH�DJDLQ��9RWHV�IRU�WKH�VRFLDOLVW�EORF�ZHUH�EDUHO\�VXIILFLHQW�WR�IRUP�D�WKUHH�SDUW\�FRDOLWLRQ�JRYHUQPHQW��7KH�6RFLDO�'HPRFUDWLF�/DERXU�3DUW\�ZDV�E\�IDU�WKH�ODUJHVW�RI�WKH�WKUHH��%\�������WKH\�PDGH�JRRG�RQ�WKHLU�SURPLVH�DQG�LQFUHDVHG�WKH�VKDUH�RI�FKLOG�VXSSRUW�HQWLWOHPHQWV�WKDW�QRQFXVWRGLDO�SDUHQWV�DUH�UHTXLUHG�WR�UHSD\��DQQRXQFLQJ�D�SURMHFWHG�VDYLQJV��%XW�6ZHGHQ�LV�D�GLIIHUHQW�SODFH��7KH�XOWLPDWH�UHDFWLRQ�WR�WKH�UHIRUP�KDV�QRW�EHHQ�ZKDW�8�6��SROLWLFDO�DGYLVRUV�ZRXOG�KDYH�H[SHFWHG��$�V\VWHP�RI�FKHFNV�DQG�EDODQFHV�LQ�WKH�8�6��ZDV�VWUDWHJLFDOO\�ZULWWHQ�LQWR�LWV�FRQVWLWXWLRQ��,Q�WKHRU\��DQ�HUURU�LQ�ODZ�WKDW�VXIILFLHQWO\�LQIXVHV�JRYHUQPHQW�WRR�IDU�LQWR�SULYDWH�LVVXHV�LQ�D�ZD\�WKDW�XQGHUPLQHV�LQGLYLGXDO�ULJKWV�PXVW�EH�FRUUHFWHG��,I�D�ODZ�LV�IRXQG�WR�EH�XQFRQVWLWXWLRQDO�LQ�RQO\�RQH�VLQJOH�FDVH��WKH�FRXUWV�PXVW�GHFODUH�LW�XQFRQVWLWXWLRQDO�IRU�DOO��7KXV��WKH�EHQHILW�H[WHQGV�WR�HYHU\RQH��ULFK�RU�SRRU��5HSODFLQJ�WKH�FRQVWLWXWLRQDO�V\VWHP�RI�FKHFNV�DQG�EDODQFHV�LQ�SUDFWLFH�ZLWK�DQ�XQFKHFNHG�VRFLDOLVW�EXUHDXFUDF\�LQ�WKH�8QLWHG�6WDWHV�HIIHFWLYHO\�HOLPLQDWHV�QRUPDO�QRQ�YLROHQW�FXOWXUDO�UHVSRQVHV�WR�LQMXVWLFH��7KH�RWKHU�UHVSRQVH�± WKURXJK�WKH�EDOORW�ER[�± EHFDPH�LPSRWHQW�ZKHQ�ERWK�WKH�5HSXEOLFDQ�DQG�'HPRFUDWLF�SDUWLHV�SOHGJHG�IXOO�VXSSRUW�IRU�WKH�UHIRUPV��ZKLFK�ZHUH�PDGH�HQRUPRXVO\�SRSXODU�WKURXJK�D�VXVWDLQHG�PHGLD�SURSDJDQGD�FDPSDLJQ��)DWKHUV�LQ�WKH�8QLWHG�6WDWHV��DV�D�SROLWLFDOO\�GHILQHG�JURXS��ZHUH�VORZ�WR�UHVSRQG�WR�FKDQJHV�LQ�FKLOG�VXSSRUW�ODZ�EHFDXVH�WKH�QHHG�WR�GHILQH�WKHPVHOYHV�DV�D�SROLWLFDO�JURXS�KDG�QRW�SUHYLRXVO\�H[LVWHG��8QWLO�DSSUR[LPDWHO\�������OHJLVODWRUV�ZHUH�IRUFHG�WR�UHPDLQ�ZLWKLQ�WKH�ERXQGV�WKDW�WKH�&RQVWLWXWLRQ�VHW�IRU�WKHP��)DWKHUV�FRXOG�GHPDQG�EDVLF�ULJKWV�LQGLYLGXDOO\��%HFDXVH�RI�D������\HDU�KLVWRU\�RI�OHJDO�SUHFHGHQWV��LW�ZDV�E\�WKHQ�UDUHO\�QHFHVVDU\�WR�SXW�GRPHVWLF�UHODWLRQV�ODZ�WKURXJK�FRQVWLWXWLRQDO�WHVWV��7KH�QHFHVVLW\�HPHUJHG�LQ�UHVSRQVH�WR�WKH�IHGHUDO�GHFLVLRQ�WR�LQWUXGH�LQ�IDPLO\�OLIH�PXFK�PRUH�YHKHPHQWO\�WKDQ�HYHU�EHIRUH��DQG�WR�LPSRVH�DUELWUDU\��REOLJDWLRQV��RQ�SDUHQWV��%XW�IRU�UHDVRQV�EH\RQG�WKH�VFRSH�RI�WKLV�DUWLFOH��FRXUWV�KDYH�EHHQ�PRUH�WKDQ�KHVLWDQW�WR�PHHW�WKHLU�FRQVWLWXWLRQDO�REOLJDWLRQ�WR�FKHFN�WKH�DVVDXOW��RSHQLQJ�WKH�GRRU�WR�ZKDW�FRXOG�EH�WKH�ODUJHVW��VRFLDO�SROLF\��VFDP�LQ�8�6��KLVWRU\��6ZHGHQ�GRHV�QRW�KDYH�VXFK�D�VWURQJ�OLEHUDO�IRXQGDWLRQ�DQG�KDV�OLWWOH�LQ�WKH�ZD\�RI�JXDUDQWHHG�LQGLYLGXDO�ULJKWV��$V�D�UHVXOW��WKH\�DUH�EHWWHU�DW�EHLQJ�VRFLDOLVWV�WKDQ�$PHULFDQV��7KHLU�V\VWHP�RI�FKHFNV�DQG�EDODQFHV�ZDV�GHYHORSHG�DQG�WXQHG�E\�GHFDGHV�RI�UHODWLYHO\�KXPDQH�GHPRFUDWLF�VRFLDOLVP��0DQ\�6ZHGHV�DUH�TXLWH�SURXG�RI�WKLV�DFFRPSOLVKPHQW��7KH\�KDYH�DGYLVHG�RWKHU�FRXQWULHV�WR�DGRSW�WKHLU�EXUHDXFUDWLF�FRQWUROV��DQG�PDGH�LW�D�VHULRXV�LVVXH�LQ�UHIRUPLQJ�WKH�(XURSHDQ�8QLRQ��7R�XQGHUVWDQG�WKH�LPSRUWDQW�GLVWLQFWLRQV�VSHFLILHG�LQ�WKH�IROORZLQJ�SDUDJUDSKV��LW�LV�YLWDO�WR�NHHS�WKH�ILUVW�WKUHH�VHQWHQFHV�LQ�WKLV�SDUDJUDSK�LQ�PLQG��6ZHGHQ�KDV�QHYHU�KDG�D�VWURQJ�SROLWLFDO�IRXQGDWLRQ�LQ�LQGLYLGXDO�ULJKWV��7KH\�DUH�PRUH�GHSHQGHQW�RQ�RWKHU�PHFKDQLVPV�RI��GHPRFUDWLF�OLIH���VRPH�RI�ZKLFK�DUH�DYDLODEOH�LQ�WKH�8QLWHG�6WDWHV��EXW�GR�QRW�IRUP�WKH�SULPDU\�FXOWXUDO�UHVSRQVH�WR�LQMXVWLFH�LQ�WKH�PLQGV�RI�PRVW�$PHULFDQV��7KH�GLIIHUHQFHV�DUH�QRW�WKHRUHWLFDO��7KHUH DUH�SURQRXQFHG�FXOWXUDO�GLIIHUHQFHV�WKDW�GHYHORSHG�WKURXJK�6ZHGHQ
V�XQLTXH�KLVWRU\�WKDW�KDYH�VLJQLILFDQW�SUDFWLFDO�HIIHFWV��2SHQ�JRYHUQPHQW��'HPRFUDF\�LQ�WKH�6ZHGLVK�VHQVH�IXOO\�H[SHFWV�FLWL]HQ�SDUWLFLSDWLRQ��5HJLVWHUHG�IDWKHUV�ULJKWV�RUJDQL]DWLRQV��DPRQJ�RWKHUV��DUH�LQYLWHG�WR�UHYLHZ�DQG�FRPPHQW�RQ�OHJLVODWLYH�SURSRVDOV�RI�LQWHUHVW�EHIRUH�WKH\�DUH�VXEPLWWHG�WR�WKH�SDUOLDPHQW�IRU�FRQVLGHUDWLRQ�WR�EHFRPH�ODZ��,W�ZDV�GLIILFXOW�WR�GHPRQL]H�IDWKHUV�ZKR�KDG�WKH�RSSRUWXQLW\�WR�ORRN�WKHP�VWUDLJKW�LQ�WKH�H\H�DQG UHVSRQG�WR�QHJDWLYH�SURSDJDQGD��$ZDUHQHVV�RI�WKH�SRZHUIXO�HIIHFWV�RI�JRYHUQPHQW�SROLF\�RQ�LQGLYLGXDOV��1R�VRRQHU�GLG�WKH�QHZ�UXOHV�DSSHDU�RQ�WKH�WDEOH��WKDQ�GLG�H[LVWLQJ�IDWKHUV�ULJKWV�JURXSV��EDFNHG�E\�VRFLRORJLVWV��HFRQRPLVWV��DQG�SROLWLFDO�VFLHQWLVWV EHJLQ�SXEOLF�FULWLFLVP��$UWLFOHV�DSSHDUHG�LQ�QHZVSDSHUV��IDWKHUV�DQG�FKLOGUHQ
V�DGYRFDWHV�ZHUH�LQWHUYLHZHG�RQ�UDGLR�SURJUDPV��DQG�DOO�VLGHV�ZHUH�UHSUHVHQWHG�LQ�UHJXODU�SXEOLF�WHOHYLVHG�GHEDWHV��
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&KHFNV�DQG�EDODQFHV�H[LVW�ZLWKLQ�WKH�EXUHDXFUDF\��%\�WKH�WLPH�WKH�QH[W�HOHFWLRQ�VHDVRQ�EHJDQ��VWDWH�DFFRXQWDQWV�KDG�DOUHDG\�GLVFRYHUHG�WKDW�D�PXFK�KLJKHU�SHUFHQWDJH�RI�6ZHGLVK�PHQ�ZHUH�SD\LQJ�FKLOG�VXSSRUW�WKURXJK�WKH�VWDWH�FROOHFWLRQ�V\VWHP��5DWKHU�WKDQ�UHFHLYLQJ�D�ILQDQFLDO�EHQHILW��WKH�VWDWH�KDG�PHUHO\�GULYHQ�PRUH�IDWKHUV�LQWR�SRYHUW\��$�ODUJH�SRUWLRQ�RI�WKH�H[SHFWHG�EHQHILW�VLPSO\�DSSHDUHG�DV�D�PRXQWDLQ�RI�FKLOG�VXSSRUW�GHEW�WKDW�ZRXOG�HYHQWXDOO\�EH�IRUJLYHQ�XQGHU�VSHFLDOL]HG�EDQNUXSWF\�ODZV��7KH�VWDWH�ZDV�SD\LQJ�DQ�H[WUD�FRVW�RI�VHFRQGDU\�PDQDJHPHQW�RI�WKH�FKLOG�VXSSRUW�GHEW��0RUH�IDWKHUV�ZHUH�GULYHQ�RXW�RI�PDLQVWUHDP�HFRQRPLF�DFWLYLW\��1RWKLQJ�DERXW�WKH�UHIRUP�ZDV�JRRG��7KH�VDPH�6RFLDO�'HPRFUDWV�ZKR�KDG�SURPLVHG�UHIRUP�GXULQJ�WKH�SUHYLRXV�HOHFWLRQ�IRXQG�WKHPVHOYHV�SURPLVLQJ�DQ�LQYHVWLJDWLRQ�DQG�OLNHO\�UHIRUP�RI�WKH�UHIRUP��3OXUDOLVP��$W�SUHVHQW��VHYHQ�SROLWLFDO�SDUWLHV�KROG�VHDWV�LQ�SDUOLDPHQW�DQG�FRPPDQG�SXEOLF�DWWHQWLRQ��$Q\�RI�WKHP�FDQ�FULWLFL]H�WKH�SRVLWLRQV�DQG�SROLFLHV�RI�WKH�RWKHUV��PDNLQJ�LW�OHVV�OLNHO\�WKDW�GLVKRQHVW�RU�PDOIRUPHG�SROLF\�ZLOO�FRQWLQXH ZLWKRXW�VFUXWLQ\��0DQ\�RI�WKH�PHPEHUV�RI�WKHVH�SDUWLHV�DUH�DOVR�IDWKHUV��/LPLWV�WR�IUHH�VSHHFK�LQ�WKH�DEVHQFH�RI�VWURQJ�SURWHFWLRQ�RI�LQGLYLGXDO�ULJKWV��6ZHGHV�DUH�PRUH�OLPLWHG�LQ�JUDQWLQJ�WKH�ULJKW�WR�H[SUHVV�DQ�RSLQLRQ�WKDQ�DOORZHG�XQGHU�WKH�8�6��&RQVWLWXWLRQ��3HRSOH�FDQ�IHHO�KDWH�WRZDUG�JURXSV�RI�SHRSOH�LQ�WKH�SULYDF\�RI�WKHLU�RZQ�KRPHV��EXW�WKH\�DUH�QRW�OHJDOO\�HQWLWOHG�WR�WKUHDWHQ�JURXSV�WKURXJK�SXEOLF�GLVSOD\��6RFLDOLVP�LV�REYLRXVO\�RULHQWHG�PRUH�WRZDUG�JURXSV�WKDQ�LQGLYLGXDOV��%XW�LQ�6ZHGHQ��D�SROLWLFLDQ�ZRXOG�QRW�ODVW�ORQJ�RQFH�WKH�LPSUHVVLRQ�ZDV�VHW�WKDW�WKH\�ZHUH�GHPRQL]LQJ�D�JURXS�IRU�SROLWLFDO�JDLQ��6LPSO\�SXW��LW�LV�WRR�GLIILFXOW�WR�GULYH�SROLF\�E\�WUHDWLQJ�DOO�PHQ�ZLWK�GLVGDLQ��,Q�UHVSRQVH�WR�LQFUHDVHG�SROLWLFDO�GLVFXVVLRQ�DQG�GHEDWH��WKH�PDMRULW\�RI�GRPHVWLF�UHODWLRQV�UHIRUPV�SDVVHG�LQ�6ZHGHQ�RYHU�WKH�SDVW�ILYH�\HDUV�KDYH�LQFUHDVHG�WKH�OHJDO�ULJKWV�RI�GLYRUFHG�DQG�QHYHU�PDUULHG�IDWKHUV��7KH�VDPH�SUREOHPV�ZLWK�FKLOG�VXSSRUW�SROLF\�H[LVW�LQ�WKH�8QLWHG�6WDWHV��EXW�KDYH�EHFRPH�WKH�VXEMHFW�RI�SROLWLFDO�VSLQ�UDWKHU�WKDQ�KRQHVW�DQDO\VLV��7KH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�XVHV�ULVLQJ�GHEW�DQG�FROOHFWLRQ�DFWLYLW\�WR�MXVWLI\�LWV�H[LVWHQFH��WKH�PRUH�WKH�EHWWHU��,QFXPEHQW�SROLWLFLDQV�FODLP�LQFUHDVHV�LQ��FROOHFWLRQV��IURP�SHRSOH�IRUFHG�LQWR�GHEW�GXULQJ�WKHLU�WLPH�LQ�RIILFH�DV�DQ�DFFRPSOLVKPHQW��ZKLOH�FKDOOHQJHUV�FODLP�WKH�ULVLQJ�GHEW�LV�SURRI�WKDW�JRYHUQPHQW�KDV�QRW�JRQH�IDU�HQRXJK��(DFK�VLGH�FRQVHFXWLYHO\�SXVKHV�WKH�RWKHU�SHGGOH�WR�NHHS�WKH�ELF\FOH�PRYLQJ�LQ�WKH�VDPH�GLUHFWLRQ��7KH�UHFHQWO\�UHOHDVHG�6ZHGLVK�LQYHVWLJDWLRQ�IDOOV�VKRUW�RI�SURPLVLQJ�LQGLYLGXDO�MXVWLFH��6RFLDOLVP�LV�VDWLVILHG�E\�LPSURYHG�VWDWLVWLFV��%XW�LW�GRHV�PDNH�DQ�KRQHVW�ILUVW�DWWHPSW�WR�UHGXFH�WKH�QXPEHU�RI�SDUHQWV�ZKR�DUH�ILQDQFLDOO\�GHVWUR\HG�E\�WKH�UHIRUPHG�FKLOG�VXSSRUW�V\VWHP��3DUHQWV�VKRXOG�EH�DOORZHG�WR�NHHS�HQRXJK�RI�WKHLU�RZQ�LQFRPH�WR�VXSSRUW�WKHPVHOYHV��D�FRPSDUDWLYHO\�GLIILFXOW�WDVN�GXH�WR�UHODWLYHO\�ORZ�6ZHGLVK�SD\FKHFNV�DQG�KLJK�WD[HV��7KH�LQYHVWLJDWRUV�GR�VXJJHVW�WKDW�VRPH�RSSRUWXQLW\�IRU�FRUUHFWLYH�DFWLRQ�VKRXOG�EH�RIIHUHG�WR�WKRVH�ZKR�VWLOO�ILQG�WKHPVHOYHV�HQWUDSSHG�E\�JRYHUQPHQW�PDQLSXODWLRQ��/RZ�LQFRPH�QRQFXVWRGLDO�SDUHQWV�ZKRVH�FDVHV�PD\�EH�GHDOW�ZLWK�IXOO\�E\�EXUHDXFUDWLF�DJHQFLHV�PD\�KDYH�LW�HDVLHU�WKDQ�KLJKHU�LQFRPH�SDUHQWV�ZKR�VHHN�DGMXVWPHQWV�DQG�FRUUHFWLRQV�WR�FRXUW�RUGHUV��6ZHGHQ�KDV�D�UHODWLYHO\�XQGHUGHYHORSHG�MXGLFLDU\��,W�FDQ�WDNH�\HDUV�WR�FRQFOXGH�UHODWLYHO\�VLPSOH�FKLOG�VXSSRUW�FDVHV�LQ�WKH�FRXUWV��VRPHWLPHV�IRUFLQJ�LUUDWLRQDO�DJUHHPHQWV�MXVW�WR�FUHDWH�FORVXUH��%\�VLJQLQJ�DJUHHPHQWV��SDUHQWV�JLYH�XS�D�ODUJH�PHDVXUH�RI�WKHLU�OHJDO�ULJKW�WR�SXUVXH�DGMXVWPHQW�ODWHU�VKRXOG�FLUFXPVWDQFHV�FKDQJH��HYHQ�LI�WKH�V\VWHP�PDNHV�H[HUFLVLQJ�WKHLU�ULJKWV�H[FUXFLDWLQJO\�GLIILFXOW��7KH�SUREOHP�LV�H[DFHUEDWHG�E\�ODFN�RI�VHULRXV�RYHUVLJKW�IRU�WKH�FRXQWU\
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5RJHU�)��*D\����������7KH�FKLOG�VXSSRUW�HQIRUFHPHQW�VFDP�PXVW�EH�DW�D�WXUQLQJ�SRLQW�ZKHQ�WKH�FRUUXSWLRQ�WXUQV�LQWR�VLWXDWLRQ�FRPHG\��7KDW�KDSSHQHG�WKLV�ZHHN LQ�WKH�,OOLQRLV�UDFH�IRU�JRYHUQRU��2QH�RI�WKH�FRQWHVWDQWV��-LP�5\DQ�SURPLVHG�WR�FUDFN�GRZQ�RQ��GHDGEHDW�GDGV��LQ�D�SUHYLRXV�VXFFHVVIXO�FDPSDLJQ�IRU�$WWRUQH\�*HQHUDO��0DQ\�RI�\RX�NQRZ�WKH�URXWLQH�E\�QRZ��+XQGUHGV�RI�WKRXVDQGV�RI�SHRSOH�LQ�DUUHDUV��%LOOLRQV�RI�GROODUV�LQ�FKLOG�VXSSRUW�RZHG��%ULQJ�RXW�WKH�FU\LQJ�PRWKHUV�LQ�WDWWHUHG�FORWKLQJ�ZLWK�KXQJU\�FKLOGUHQ�GUHVVHG�LQ�EDUUHOV�DQG�IORXU�VDFNV��,W
V�D�SROLWLFLDQV�GUHDP�FRPH�WUXH��:KR�FDQ�UHVLVW"�1RZ��KLV�RSSRQHQW�'HPRFUDW�5RG�%ODJRMHYLFK�LV�GRLQJ�WKH�VDPH�WKLQJ�WR�KLP���:KHQ�LW�FRPHV�WR�WDNLQJ�UHVSRQVLELOLW\�WR�IL[�WKH�FKLOG�VXSSRUW�FROOHFWLRQ�V\VWHP��-LP�5\DQ�LV�DOO�ZRUGV�DQG�QR DFWLRQ���%ODJRMHYLFK�VDLG��7HPSRUDULO\�WKH�MRNH�LV�RQ�-LP�5\DQ��'LYRUFHG�PRWKHUV��DV�D�JURXS��OLYH�DW�D�KLJKHU�VWDQGDUG�RI�OLYLQJ�WKDQ�GLYRUFHG�IDWKHUV��)DWKHUV�KDYH�D�YHU\�JRRG�UHFRUG�SD\LQJ�FKLOG�VXSSRUW��$V�IDU�EDFN�DV�WKH�UHFRUGV�JR��WKH\�DOZD\V�KDYH��$�TXDUWHU�FHQWXU\�RI�ZLOG�IHGHUDO�DQG�VWDWH�VSHQGLQJ�KDV�QRW�LPSURYHG�FRPSOLDQFH�ZLWK�FRXUW�RUGHUV�DW�DOO��3DUHQWV�ZKR�RZH�FKLOG�VXSSRUW�DUH�VRPHWLPHV�XQHPSOR\HG��LQFDUFHUDWHG��DQG�LQFDSDFLWDWHG��,W�KDSSHQV��7KDW
V�OLIH��6RPH�RI�WKH��GHDGEHDWV��LQ�IUHTXHQWO\�TXRWHG�VWDWLVWLFV�DUH�DFWXDOO\�GHDG��1RW�PXFK�RSSRUWXQLW\�IRU�LPSURYHPHQW��EXW�VLQFH�WKH�IHGHUDO�JRYHUQPHQW�LV�GROLQJ�RXW�PRUH�WKDQ����ELOOLRQ�RI�WKH�WD[SD\HU
V�KDUG�HDUQHG�PRQH\�D�\HDU�WR�SD\�IRU�WKH�SURJUDP�LW�GRHVQ
W�QHHG�VXEVWDQFH��/LHV��GDPQHG�OLHV��DQG�VWDWLVWLFV��1RZ�WKHUH�DUH�WZR�GLUHFWO\�FRPSHWLQJ�YHUVLRQV��RQH�IRU�LQFXPEHQWV�GHIHQGLQJ�WKHLU�UHFRUGV�DQG�RQH�IRU�WKRVH�WU\LQJ�WR�GLVSODFH�WKHP��7KH�ZD\�VHQVDWLRQDO�VWDWLVWLFV�RQ�QRQ�SD\PHQW�RI�FKLOG�VXSSRUW�DUH�SURGXFHG�WKHVH�GD\V��WKHUH�LV�D�EXLOW�LQ�JXDUDQWHH�WKDW�DQ\�SROLWLFLDQ�SURPLVLQJ�WR��IL[�LW��ZLOO�IDLO��*RYHUQPHQW�VRXUFHV�DFFXPXODWH�VWDWLVWLFV�UDWKHU�WKDQ�UHSRUWLQJ�\HDUO\�UHVXOWV��7KH�FXUUHQW�QRQ�SD\PHQW�VWDWLVWLFV�DUH�IRU�WKH�DFFXPXODWLRQ�RI�DUUHDUDJHV�RYHU�WKH�ODVW�WZHQW\�VL[�\HDUV��(YHU\�\HDU��PRVW�FKLOG�VXSSRUW�JHWV�SDLG�EXW�VRPH�RI�LW�GRHV�QRW��*HW�HOHFWHG�WKLV�\HDU�DQG�E\�WKH�QH[W�HOHFWLRQ�\RX�ZLOO�EH�KHOG�DFFRXQWDEOH�IRU�WKH�WRWDO�DFFXPXODWLRQ�RI�GHEW�RYHU�WKLUW\�\HDUV�LQVWHDG�RI�WZHQW\�VL[��,W
V�D�QR�EUDLQHU��7KH�QXPEHUV�ZLOO�EH�ZRUVH�WKDQ�ZKHQ�\RX�VWDUWHG��%XW�LI�\RX�DUH�GHIHQGLQJ��TXRWH�ZKDW�KDV�EHHQ�SDLG�LQVWHDG��$OO SD\PHQWV�DUH�FODVVLILHG�LQ�JRYHUQPHQW�DFFRXQWLQJ�DV��FROOHFWLRQV���6R�WKH�WULFN�LV�WR�WDNH�FUHGLW�IRU�DOO�WKH�PRQH\�WKDW�QRQ�FXVWRGLDO�SDUHQWV�KDYH�SDLG��DQG�ZRXOG�KDYH�SDLG�HYHQ�LI�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�GLG�QRW�H[LVW��$V�\RX�HQUROO�PRUH�SDUHQWV�LQ�WKH�V\VWHP��HVSHFLDOO\�KLJKHU�LQFRPH�IDWKHUV�ZKR�SD\�WKH�EHVW�EHFDXVH�WKH�FDQ��PRUH�PRQH\�LV�SDLG�WKURXJK�WKH�V\VWHP�� �FROOHFWHG��VR�WR�VSHDN��%ODJRMHYLFK��WKH�DWWDFNHU���,OOLQRLV�FROOHFWV�RQO\����SHUFHQW�RI�PRQH\�RZHG�WR�FKLOGUHQ��7KHUH�DUH���������FDVHV�LQ�DUUHDUV�LQ�,OOLQRLV�DQG�WKDW�WUDQVODWHV�WR������ELOOLRQ�LQ�EDFN�FKLOG�VXSSRUW�5\DQ��GHIHQGHU���:KLOH�$WWRUQH\�*HQHUDO���FROOHFWLRQV��URVH�IURP�����PLOOLRQ�WR������PLOOLRQ�LQ�WKRVH�FRXQWLHV�ZKHUH�WKH�$WWRUQH\�*HQHUDO
V�2IILFH�ZDV�LQ�FKDUJH�RI��FROOHFWLRQV��7ZR�FRPSHWLQJ�OLHV�LV�QRWKLQJ�QHZ�LQ�SROLWLFV�DQG�MXVW�LVQ
W�WKDW�IXQQ\��:LWK�H[SHULHQFH�DV�$WWRUQH\�*HQHUDO�ZLWK�UHVSRQVLELOLW\�IRU�WKH�FKLOG�VXSSRUW�FROOHFWLRQ�SURJUDP��-LP�5\DQ�PXVW�NQRZ�KH
V�O\LQJ��%XW�OHW
V�MXVW�LPDJLQH�IRU�WKH�PRPHQW��DV�ZH�FRQVLGHU�WKH�QHZ�JX\
V�SURSRVDO��WKDW�5RG�%ODJRMHYLFK�GRHVQ
W�\HW�KDYH�D�FOXH��%ODJRMHYLFK�SURSRVHV�WR�FUHDWH�D�FDELQHW�OHYHO�&KLOG�6XSSRUW�(QIRUFHPHQW�%XUHDX��+H�ZRXOG�DGG�����QHZ�FDVHZRUNHUV�DQG�LQYHVWLJDWRUV�WR�WUDFN�GRZQ�GHDGEHDWV��JLYH�WKHP�D�FRPSXWHUL]HG�V\VWHP�WR�VXSSRUW�WKH�WUDFNLQJ�V\VWHP�DQG�VZLWFK�FDVHV�IURP�FRXUW�KHDULQJV�WR�DGPLQLVWUDWLYH�KHDULQJV�WR�HQG�FDVH�EDFNORJV��,I�HOHFWHG��KH�SURPLVHV�WR�FUHDWH�D�FDELQHW�SRVW�WR�RYHUVHH�D������IDNH�SRUN�EDUUHO�SURJUDP��+H�LV�JRLQJ�WR�DGG�DQRWKHU�����XVHOHVV�FDVHZRUNHUV�WR�WKH��������RU�VR�WKDW�WD[SD\HUV�DUH�DOUHDG\�VXSSRUWLQJ�QDWLRQZLGH��+H�ZLOO��JLYH�WKHP��D�FRPSXWHUL]HG�WUDFNLQJ�V\VWHP�WKDW�WKH�IHGHUDO�JRYHUQPHQW�SDLG����ELOOLRQ�WR�EXLOG��LV�DOUHDG\�LQ�XVH��DQG�LV�FRQWURYHUVLDO�EHFDXVH LWV�RQO\�DFWXDO�IXQFWLRQ�VHHPV�WR�EH�WKH�LQYDVLRQ�RI�HYHU\RQH
V�SULYDF\��$QG�REYLRXVO\�FRPSXWHUL]HG�WUDFNLQJ�ZRXOG�QRW�RQO\�QHJDWH�WKH�QHHG�IRU�QHZ�ZRUNHUV��EXW�PDNH�H[LVWLQJ�ZRUNHUV�UHGXQGDQW��)LQDOO\��KH�ZRXOG�PDNH�D�PRYH�WR�GHQ\�EDVLF�FRQVWLWXWLRQDO�ULJKWV�WR�WHQV�RI�WKRXVDQGV�RI�FLWL]HQV��2.��,�KDYH�WR�DGPLW�WKDW�LW�UHDOO\�LVQ
W�WKDW�IXQQ\��
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&6(�$GYRFDWHV��7KH�/LDU
V�&OXEKWWS���ZZZ�PHQVQHZVGDLO\�FRP�VWRULHV�JD\�������KWP5RJHU�)��*D\��3,&6/7����������7KH�OHJDO�GHILQLWLRQ�RI�LQVDQLW\�LV��URXJKO\��WKH�LQDELOLW\�WR�GLVWLQJXLVK�ULJKW�IURP�ZURQJ��,W�RFFXUV�WR�PH�WKDW�FKLOG�VXSSRUW�HQIRUFHPHQW�DGYRFDWHV�DUH�EXLOGLQJ�WKHLU�GHIHQVH��DQWLFLSDWLQJ�WKH�GD\�ZKHQ�WKLV�FUXGH�FRQ�JDPH�ZLOO�DOO�FRPH�FUDVKLQJ�GRZQ�DURXQG�WKHLU�SRLQW\�OLWWOH�KHDGV�7KH�SURYRFDWLRQ�IRU�WKLV�DUWLFOH�LQFOXGHV�WKH�FDVHV�RI�-RKQ�5XII�LQ�2DNODQG�&RXQW\��0LFKLJDQ�DQG�'U��'DPRQ�$GDPV��D�GHQWLVW�LQ�7UDYHUVH�&LW\�-RKQ
V�JLUOIULHQG�WROG�KLP�WKDW�KH�ZDV�WKH�IDWKHU�RI�KHU�GDXJKWHU�DQG�-RKQ�GHFLGHG�WR��VWDQG�XS�DQG�EH�D�PDQ�DQG�WDNH�UHVSRQVLELOLW\���/HJDO�SDWHUQLW\�ZDV�HVWDEOLVKHG�DQG�D�MXGJH�RUGHUHG�WKH�SD\PHQW�RI�FKLOG�VXSSRUW��<HDUV�DQG���������LQ�FKLOG�VXSSRUW�SD\PHQWV�ODWHU��ORQJ�DIWHU�WKH�UHODWLRQVKLS�HQGHG��KH�KHDUG�UXPRUV�WKDW�WKH�FKLOG�ZDV�QRW�KLV��+H�GHFLGHG�WR�JHW�D�'1$�WHVW�DQG�LW�WXUQHG�RXW�WKDW�WKH�UXPRUV�ZHUH�WUXH�-RKQ�GLG�WKH�REYLRXV�WKLQJ��+H�VFKHGXOHG�D�KHDULQJ�LQ�2DNODQG�&RXQW\�&RXUW�DQG�H[SODLQHG�WKH�VLWXDWLRQ�WR�-XGJH�-RKQ�0F'RQDOG��SURYLGLQJ�WKH�'1$�UHVXOW DV�SURRI��1RZ�DW�WKLV�SRLQW��D�SHUVRQ�ZKR�IDLOV�WKH�WHVW�SURYLQJ�OHJDO�LQVDQLW\�ZRXOG�WKLQN�LW�ZDV�RYHU��2QH�PLJKW�HYHQ�ZRQGHU�LI�-RKQ�FDQ�JHW�KLV���������EDFN�VRPH�GD\�1R��VDLG�&UD]\�-XGJH�0F'RQDOG��-RKQ�PXVW�FRQWLQXH�WR�SD\�FKLOG�VXSSRUW�'U��'DPRQ�$GDPV��D�GHQWLVW�IURP�7UDYHUVH�&LW\�ZKR�LV�SXVKLQJ�IRU�OHJDO�UHIRUP�XQGHUVWDQGV�WKH�SUREOHP�IURP�ILUVWKDQG�H[SHULHQFH��6KRUWO\�DIWHU�KLV�PDUULDJH�RI����\HDUV�HQGHG��KH�GLVFRYHUHG�KH�GLG�QRW�EHJHW�KLV�IRXUWK�FKLOG��ZKR�ZDV���DW�WKH�WLPH��$GDPV�DOVR�SUHVHQWHG '1$�HYLGHQFH�EXW�ZDV�WROG�WKDW�KH�KDG�WR�FRQWLQXH�SD\LQJ�PRUH�WKDQ���������D�\HDU�LQ�FKLOG�VXSSRUW�$V�LI�WKDW�LVQ
W�HQRXJK��JHW�D�ORDG�RI�WKH�ERRE\�KDWFK�HVFDSHHV�ZKR
YH�UXVKHG�WR�WKH�SUHVV�WR�H[FXVH�RU�LQ�IDFW�VXSSRUW�IRUFLQJ�QRW�WKH�IDWKHU
V�WR�SD\�FKLOG�VXSSRUW�7KH�H[SODQDWLRQ�RI�WKH�FDXVH�RI�WKH�SUREOHP�GHVHUYHV�VHULRXV�FRQVLGHUDWLRQ�IRU�D�/LDU
V�&OXE�SUL]H��1RW�RQO\�KDV�LW�IRXQG�LWV�ZD\�LQWR�WKH�QHZVSDSHU�VWRU\�OLQNHG�DERYH��EXW�LWV�DQ�H[SODQDWLRQ�WKDW�UHDFKHG�PLOOLRQV�RI�KRPHV�WKURXJKRXW�WKH�ZRUOG�WKURXJK�WKH�YHKLFOH�RI�D�ZHOO�NQRZQ�WDON�QHZV�WHOHYLVLRQ�SHUVRQDOLW\�$FFRUGLQJ�WR�&KULVWL�*RRGPDQ��SURJUDP�PDQDJHU�IRU�WKH�1DWLRQDO�&RQIHUHQFH�RI�6WDWH�/HJLVODWXUHV���7KH�FXUUHQW�OHJDO�V\VWHP�LV�EDVHG�RQ�����\HDUV�RI�FRPPRQ�ODZ�WKDW�JDYH�FKLOGUHQ�ERUQ�ZLWKLQ�D�PDUULDJH�WKH�ULJKW�WR�FODLP�WKH�PDQ�LQ�WKH�PDUULDJH�DV�WKHLU�IDWKHU��1LFH�WU\�0V��*RRGPDQ��EXW�WKH�8QLWHG�6WDWHV�KDVQ
W�XVHG�����\HDU�ROG�FRPPRQ�ODZ�IRU�D�ORQJ�WLPH��,
P�VXUH��1RW�RQO\�ZDV�-RKQ
V�QRW�GDXJKWHU�QRW�ERUQ�ZLWKLQ�D�PDUULDJH��EXW�FKLOG�VXSSRUW�LQ�WKH�8QLWHG�6WDWHV�KDV�WUDGLWLRQDOO\�EHHQ�D PDWWHU�EHWZHHQ�SDUHQWV��QRW�D�PDQ�LQ�WKH�PRWKHU
V�PDUULDJH�DQG�KHU�FKLOGUHQ�5HPHPEHU�ZKHQ�SROLWLFLDQV�DOO�RYHU�WKH�FRXQWU\�ZHUH�VD\LQJ���7KHUH
V�QR�H[FXVH�IRU�QRW�SD\LQJ�FKLOG�VXSSRUW���<RX�KHDUG�LW RQ�79��7KH�ILUVW�ZRUNLQJ�WHOHYLVLRQ�ZDV�LQYHQWHG�LQ������DQG�SDWHQWHG�E\�3DXO�1LSNRZ��7KH�NH\�WHFKQLFDO�GHYHORSPHQW�OHDGLQJ�WR�PRGHUQ�WHOHYLVLRQV�ZDV�SDWHQWHG�LQ������E\�3KLOR�)DUQVZRUWK��,Q�������WKH�%ULWLVK�FRPSDQ\�*DXPRQW�ERXJKW�D�OLFHQVH�IURP�)DUQVZRUWK�WR�PDNH�V\VWHPV�EDVHG�RQ�KLV�GHVLJQV��,Q�������WKH�$PHULFDQ�FRPSDQ\�5&$�GLG�WKH�VDPH��6R��ZKHQ�\RX�KHDUG�LW�RQ�79�LW�KDG�WR�EH�OHVV�WKDQ�����\HDUV�DJR�/HW�PH�JLYH�\RX�D�KLQW��$IWHU�����\HDUV�RI�FKLOG�VXSSRUW�ODZ�LQ�WKH�8QLWHG�6WDWHV��IRUPXODWHG�DQG�DSSOLHG�LQ�WKH�VKDGRZ�RI�WKH�&RQVWLWXWLRQ��WKH�IHGHUDO�JRYHUQPHQW�JRW�LQYROYHG�LQ�FKLOG�VXSSRUW�FROOHFWLRQV�LQ�D�ELJ�ZD\�LQ�������7KH\�HYHQWXDOO\�SDVVHG�ODZV�RIIHULQJ�VWDWHV�PRUH�IHGHUDO�IXQGLQJ�EDVHG�RQ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�WKH\�FROOHFW��$SSDUHQWO\��HLWKHU�QRW�DEOH�WR�SDVV�FRPSHWHQF\�WHVWV�RU�SDVVLQJ�WKH�WHVW�WR�HVWDEOLVK�OHJDO�LQVDQLW\��VWDWHV�EHJDQ�IRUFLQJ�PLOOLRQV�DQG�PLOOLRQV�RI�UHJXODU�SD\HUV�WR�SD\�WKURXJK�WKHLU�V\VWHP�DQG�FDOOHG�HYHU\WKLQJ�SDLG��FROOHFWLRQV���7KDW�LQFUHDVHG�WKH�DPRXQW�RI�IHGHUDO�IXQGLQJ�WKH\�UHFHLYHG�WKURXJK�IUDXGXOHQW�DFFRXQWLQJ�+HUH
V�D�VDPSOLQJ�RI�IHGHUDO�ODZV�RQ�FKLOG�VXSSRUW�LQFOXGLQJ�WKH�\HDUV�WKH\�KDYH�EHHQ�SDVVHG�VLQFH�����������6RFLDO�6HFXULW\�$PHQGPHQWV��3/����������&RPSUHKHQVLYH�FKLOG�VXSSRUW�OHJLVODWLRQ�WKDW�HQDFWHG�7LWOH�,9�'�RI�WKH�6RFLDO�6HFXULW\�$FW��2IILFLDOO\�HVWDEOLVKHG�WKH�IHGHUDO�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�������&KLOG�6XSSRUW�(QIRUFHPHQW�$PHQGPHQWV��3/����������([WHQGHG�ZHOIDUH�V\VWHP�FKLOG�VXSSRUW�HQIRUFHPHQW�SUDFWLFHV�WR�LQFOXGH�DOO�QRQ�ZHOIDUH�UHODWHG�FKLOG�VXSSRUW�FDVHV��0DGH�D�UDQJH�RI�SUDFWLFHV�PDQGDWRU\��VXFK�DV�PDQGDWRU\�LQFRPH�ZLWKKROGLQJ�IRU�SDVW�GXH�VXSSRUW�SD\PHQWV���&UHDWHG�WKH�IHGHUDO�LQFHQWLYHV�V\VWHP��SD\LQJ�VWDWHV��DQG�HYHU\RQH�LQYROYHG�ZLWK�FKLOG�VXSSRUW�D�OLWWOH�VRPHWKLQJ�H[WUD�IRU�PRUH�FKLOG�VXSSRUW�������%UDGOH\�$PHQGPHQW��UXOH�SURYLGHV�WKDW�FKLOG�VXSSRUW�DUUHDUDJHV�PD\�QRW�EH�PRGLILHG�UHWURDFWLYHO\��H[FHSW�ZKHQ�SDWHUQLW\�LV�GLVHVWDEOLVKHG�������)DPLO\�6XSSRUW�$FW��3/�����������5HTXLUHG�WKH�XVH�RI�SROLWLFDOO\�GHILQHG�IRUPXODH�IRU�GHWHUPLQLQJ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�RUGHUHG��,QFUHDVHG�HPSKDVLV�RQ�VLPSOLILHG�DXWRPDWHG�HQIRUFHPHQW�SUDFWLFHV�DQG�IRU�HVWDEOLVKLQJ�SDWHUQLW\��0DQGDWHG�ZDJH�ZLWKKROGLQJ�IRU�DOO�VXSSRUW�RUGHUV��FXUUHQW�DQG�SDVW�GXH�������&KLOG�6XSSRUW�5HFRYHU\�$FW��3/�����������0DGH�LW�D�IHGHUDO�FULPH�WR�IDLO�WR�SD\�SDVW�GXH�FKLOG�VXSSRUW�REOLJDWLRQ�IRU�D�FKLOG�OLYLQJ�LQ�DQRWKHU�VWDWH��8QLIRUP�,QWHUVWDWH�)DPLO\�6XSSRUW�$FW��8,)6$��0RGHO�$FW��6WUHDPOLQHG�WKH�SURFHVVLQJ�RI�LQWHUVWDWH�FDVHV��8,)6$�ZDV�UHYLVHG�LQ������
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�����2PQLEXV�%XGJHW�5HFRQFLOLDWLRQ�$FW��2%5$���3/����������6LPSOLILHG�WKH�SDWHUQLW\�HVWDEOLVKPHQW�SURFHVV�HYHQ�IXUWKHU�DQG�HVWDEOLVKHG�PHGLFDO�VXSSRUW�SURYLVLRQV�IRU�DOO�FKLOGUHQ������3HUVRQDO�5HVSRQVLELOLW\�DQG�:RUN�2SSRUWXQLWLHV�5HFRQFLOLDWLRQ�$FW��35:25$���3/�����������3DUW�RI�D�FRPSUHKHQVLYH�UHYDPSLQJ�RI�WKH�ZHOIDUH�V\VWHP��LQFOXGLQJ�QHZ�JXLGHOLQHV�IRU�SDWHUQLW\�HVWDEOLVKPHQW��GLVWULEXWLRQ��FROOHFWLRQV��DQG�IHGHUDO�DQG�VWDWH�DXWRPDWLRQ��0DQGDWHG�LPSOHPHQWDWLRQ�RI�8,)6$��IHGHUDO�DQG�VWDWH�FDVH�UHJLVWULHV��DQG�WKH������ELOOLRQ�QDWLRQDO�1HZ�+LUH�'LUHFWRU\�IRU�WUDFNLQJ�ILQDQFLDO�LQIRUPDWLRQ�RI�DOO�86�UHVLGHQWV�DQG�WKHLU�IDPLOLHV������&KLOG�6XSSRUW�3HUIRUPDQFH�DQG�,QFHQWLYH�$FW��0DGH�VHYHUDO�FKDQJHV�WR�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP��,W�DOWHUHG�WKH�IHGHUDO�JRYHUQPHQW
V�PHWKRG�IRU�DZDUGLQJ�LQFHQWLYH�SD\PHQWV�WR�VWDWHV��EXW�QRW�E\�PXFK��'HDGEHDW�3DUHQWV�3XQLVKPHQW�$FW��3URYLGHG�IRU�IHGHUDO�IHORQ\�SHQDOWLHV�IRU�HJUHJLRXV�IDLOXUH�WR�SD\�FKLOG�VXSSRUW������+�5��������WKH��3HUVRQDO�5HVSRQVLELOLW\��:RUN��DQG�)DPLO\�3URPRWLRQ�$FW�RI�������([SDQGV�SDVVSRUW�GHQLDO�SURJUDP��LQFUHDVHV�IHGHUDO�DGPLQLVWUDWLYH�RIIVHW�IXQGLQJ��UHTXLUHV�SHULRGLF�XSGDWH�RI�FKLOG�VXSSRUW�RUGHUV��LQFUHDVHV�WD[�LQWHUFHSWLRQV��IXQGV�DGGLWLRQDO�WHFKQLFDO�SURMHFWV��DQG�FKDUJHV�IHHV�IRU WKH�SOHDVXUH�RI�EHLQJ�YLFWLPL]HG�WKH�WKH�FKLOG�VXSSRUW�V\VWHP�
,
P�FDOOLQJ�QRZ�IRU�D�VKRZ�RI�KDQGV��+RZ�PDQ\�RI�\RX�EHOLHYH�WKDW�����\HDU�ROG�FRPPRQ�ODZ�LV�WKH�EDVLV�RI�WKH�FKLOG�VXSSRUW�GHFLVLRQV�GLVFXVVHG�DERYH"�-XVW�DV�,�WKRXJKW��,�GRQ
W�VHH�DQ\�KDQGV UDLVHG�1RW�KDG�HQRXJK�\HW"�,�KDYH��%XW�WKHUH�LV�QR�HQG�WR�FKLOG�VXSSRUW�DGYRFDF\��7KHUH�LV�PRUH��/HJLVODWRUV�LQ�0LFKLJDQ�DQG�RWKHU�VWDWHV�LQWURGXFHG�ODZV�WR�JLYH�PHQ�OLNH�-RKQ�5XII�DQG�'DPRQ�$GDPV�D�EUHDN��%XW�WKHUH�DUH�SHRSOH�ZKR�GHIHQG�WKH�VWDWXV�TXR�/DVW�\HDU��WKH�0LFKLJDQ�+RXVH�SDVVHG�D�SDFNDJH�RI�ELOOV�WKDW�ZRXOG�SHUPLW�SHRSOH�WR�JHW�RXW�RI�SD\LQJ�FKLOG�VXSSRUW�ZKHQ�D�FKLOG�LV�QRW�ELRORJLFDOO\�WKHLUV��7KH�ELOOV�DOVR�SHUPLW�WKH�FDQFHOODWLRQ�RI�FKLOG�VXSSRUW�DUUHDUDJHV�LQ�VXFK�FDVHV�DQG�SHQDOL]H�PRWKHUV�ZKR�IUDXGXOHQWO\�VD\�D�PDQ�IDWKHUHG�WKHLU�EDE\�7KH�ELOOV�VDW�LQ�WKH�VWDWH�6HQDWH�&RPPLWWHH�RQ�)DPLOLHV��0HQWDO�+HDOWK�DQG�+XPDQ�6HUYLFHV�XQWLO�WKH\�GLHG�D�QDWXUDO�GHDWK��&KDLUZRPDQ�6HQDWRU�%HYHUO\�+DPPHUVWURP
V�VWDII�H[SODLQV�WKDW�LW
V�PRVWO\�EHFDXVH�RI�OHJDO�FRQFHUQV��)XQQ\�KRZ�SDVVLQJ�ODZV�FDQ�EH�OLNH�WKDW�$P\�=DDJPDQ��FKLHI�RI�VWDII�IRU�6HQDWRU�+DPPHUVWURP��VD\V�+DPPHUVWURP�LV�QRW�UHDOO\�DJDLQVW�WKH�LGHD��LW
V�MXVW�WKDW�ZKHQ�SDWHUQLW\�LV�HVWDEOLVKHG��PHQ�JLYH�XS�WKHLU�ULJKWV��$QG�WKH�ELOO��ZKLFK LV�RQ�GLVFRQWLQXLQJ�FKLOG�VXSSRUW��2QH�PDMRU��OHJDO�SUREOHP��VKH�IRXQG�LV�WKDW�WKH�ELOOV�GR�QRW�VWRS�PHQ�IURP�VHHLQJ�FKLOGUHQ�WKH\�KDYH�HVWDEOLVKHG�D�ERQG�ZLWK��2EYLRXVO\�PHQ�VKRXOG�SD\�WR�VHH�FKLOGUHQ��:KHUH�LV�WKH�EHVW�LQWHUHVW�RI�WKH�FKLOGUHQ�LQ�DOO�WKLV"��VDLG�=DDJPDQ���+HUH
V�VRPHRQH�ZKR�KDG�D�UHODWLRQVKLS�ZLWK�WKH�FKLOG��HVWDEOLVKHG�VRPH�UHVSRQVLELOLW\�IRU�WKH�FKLOG���� ��\HW�QRZ�KH�GRHVQ
W�ZDQW�WR�EH�UHVSRQVLEOH�DQ\PRUH�EXW�ZDQWV�SDUHQWLQJ�WLPH"�+RZ�GRHV�WKDW�EHQHILW�WKH�FKLOG"�:HOO��WKHUH
V�RQH PRUH�SHUVRQ�ZKR�SDVVHV�WKH�WHVW��0HUL�$QQH�6WRZH��&KDLUZRPDQ�RI�WKH�WKH�)DPLO\�/DZ�6HFWLRQ�RI�WKH�6WDWH�%DU�RI�0LFKLJDQ�LV�RSSRVHG�WR�FKDQJLQJ�WKH�ODZ��6KH�VD\V�VKH�FDQ�V\PSDWKL]H�ZLWK�PHQ�ZKR�DUH�PDUULHG�DQG�ODWHU�GLVFRYHU�D�FKLOG�LV�QRW�ELRORJLFDOO\�WKHLUV��,VQ
W�WKDW�QLFH"�%XW�6WRZH�VDLG�VKH�LV�HYHQ�PRUH�FRQFHUQHG�DERXW�WKH�FKLOGUHQ�LQ�WKHVH�FDVHV���:H�GRQ
W�ZDQW�WR�LOOHJLWLPL]H�D�ZKROH�FODVV�RI�FKLOGUHQ��DQG�ZH�GRQ
W�ZDQW�WR�LPSRYHULVK�D�ZKROH�FODVV�RI�FKLOGUHQ���6WRZH�VDLG���:H�KDYH�WR�ORRN�DW�WKH�JUHDWHU�JRRG��,�KDYH�DQ�LGHD��%DFN�ZKHQ�,�ZDV�LQ�HDUO\�PDQKRRG��WKH�PLOLWDU\�GUDIW�V\VWHP�ZDV�VHQGLQJ�PHQ�RII�WR�9LHWQDP��1RW�HYHU\RQH�ZDV�FDOOHG��$�ORWWHU\�ZDV�KHOG�DQG�\RX�JRW�FDOOHG�LI�\RXU�QXPEHU�ZDV�ORZ�HQRXJK��,I�\RX�DUH�XQDEOH�WR�JHW�DZD\�ZLWK�SOHDGLQJ�OHJDO�LQVDQLW\��\RX�DUH�OLNHO\�LQWHOOLJHQW�HQRXJK�WR�XQGHUVWDQG�WKH�VXJJHVWLRQ��,�GRQ
W�ZDQW�WR�H[SODLQ�LW�FOHDUO\�IRU�IHDU�WKDW�WKH�RWKHUV�PLJKW�PDNH�LW�LQWR�ODZ�
�����5RJHU�)��*D\�LV�D�SURIHVVLRQDO�DQDO\VW�DQG�GLUHFWRU�RI�3URMHFW�IRU�WKH�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/LWLJDWLRQ�7HFKQRORJ\��2WKHU�DUWLFOHV�E\�5RJHU�)��*D\�FDQ�EH�IRXQG�LQ�WKH�0HQ
V�1HZV�'DLO\�DUFKLYH�
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9LUJLQLD�3DQHO�9RWHV�WR�/HDYH�
&KLOG�6XSSRUW
�8QGHILQHG
5RJHU�)��*D\���������7KH�9LUJLQLD�&KLOG�6XSSRUW�5HYLHZ�3DQHO�LV�WDVNHG�ZLWK�DVVXULQJ�WKDW�WKH�XVH�RI�WKH�VWDWH
V�FKLOG�VXSSRUW�JXLGHOLQH�UHVXOWV�LQ�DSSURSULDWH�DZDUGV��2QH�PLJKW�WKLQN�WKLV�MRE�LPSRVVLEOH�LI�WKH�WHUP��FKLOG�VXSSRUW��LV�QRW�GHILQHG��7KDW�LV�H[DFWO\�ZKDW�SDQHO�PHPEHU�0XUUD\�6WHLQEHUJ�WKRXJKW��0U��6WHLQEHUJ�KDV�EHHQ WU\LQJ�VLQFH�HDUO\�-XQH�WR�KDYH�WKH�SDQHO�DJUHH�RQ�D�GHILQLWLRQ�RI��FKLOG�VXSSRUW���7KH�FKLOG�VXSSRUW�JXLGHOLQH�LV�D�IL[HG�IRUPXOD�XVHG�IRU�GHWHUPLQLQJ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�WKDW�RQH�SDUHQW�PXVW�SD\�WR�WKH�RWKHU��-XGJHV�DUH�UHTXLUHG�E\�ODZ�WR�SUHVXPH�WKDW�WKH�JXLGHOLQH�UHVXOW�LV�FRUUHFW��3DUHQWV�KDYH�D�ULJKW�WR�FKDOOHQJH�WKH�DPRXQW�LI�LW�LV�XQMXVW�RU�LQDSSURSULDWH��%XW�ZLWKRXW�VXIILFLHQW�GHILQLWLRQ�DQG�SULQFLSOHV��WKHUH�LV�QR�VWDWXWRU\�EDVLV�IRU�XQGHUVWDQGLQJ�ZKDW��MXVW��RU��DSSURSULDWH��PHDQV��7KLV�OHDYHV�9LUJLQLD�SDUHQWV�ZLWKRXW�D�SUDFWLFDO�ZD\�WR�H[HUFLVH�WKH�ULJKW��)HGHUDO�ODZ�UHTXLUHV��DV�D�FRQGLWLRQ�IRU�IXQGLQJ�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDPV��WKDW�VWDWHV�UHYLHZ�WKHLU�JXLGHOLQHV�DW�OHDVW�RQFH�HYHU\�IRXU�\HDUV��,Q�������GXULQJ�WKH�VWDWH
V�ODVW�UHYLHZ��WKHQ�SDQHO�PHPEHU�%DUU\�.RSOHQ�UDLVHG�WKH�VDPH�LVVXH��$�UHFRPPHQGDWLRQZDV�VXEPLWWHG�GHILQLQJ�FKLOG�VXSSRUW�DQG�SURYLGLQJ�QHFHVVDU\�DQG�VXIILFLHQW�SULQFLSOHV�IRU�GHWHUPLQLQJ�DSSURSULDWH�FKLOG�VXSSRUW�DZDUGV��7KH�UHFRPPHQGDWLRQ�VXJJHVWHG�VSHFLILF�FKDQJHV�WR�9LUJLQLD�ODZ��7KDW�SDQHO�LJQRUHG�WKH�UHFRPPHQGDWLRQ�DQG�WKH�OHJLVODWXUH�QHYHU�FRQVLGHUHG�PDNLQJ�FKDQJHV�WR�WKH�ODZ��:LWKRXW�GHILQLQJ�WKH�WHUP��FKLOG�VXSSRUW���WKH�VWDWH�REYLRXVO\�KDV�QR�EDVLV�IRU�FHUWLI\LQJ�WKDW�WKHLU�JXLGHOLQHV�KDYH�DQ\WKLQJ�DW�DOO�WR�GR�ZLWK�VXSSRUWLQJ�FKLOGUHQ��2Q�-XO\��VW��ZLWKRXW�GLVFXVVLRQ��WKH�SDQHO�YRWHG�����WR��NHHS�WKH�FXUUHQW�GHILQLWLRQ��² PHDQLQJ�WKDW�WKH�SDQHO�FRQWLQXH�LWV�UHYLHZ�ZLWKRXW�GHILQLQJ�WKH�DOO�LPSRUWDQW�WHUP��7KH�PRWLRQ�WR�KROG�WKH�YRWH�ZDV�JLYHQ�E\�VWDWH�6HQDWRU�)UHGHULFN�4XD\OH��5�'LVWULFW������6HQDWRU�4XD\OH
V�WZR�RIILFHV�ZHUH�FRQWDFWHG�WZLFH�E\�HPDLO�RYHU�D�WZR�ZHHN�SHULRG�DVNLQJ�IRU�FRPPHQW��$�VWDII�PHPEHU�UHVSRQGHG�WKDW�KH�ZDV�QRW�DYDLODEOH��7KH�GHVLJQ�RI�WKH�9LUJLQLD�JXLGHOLQH�UHVWV�KHDYLO\�RQ�WKH�ZRUN�RI�5REHUW�:LOOLDPV��D�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU�ZKR�SURYLGHV�FRQVXOWLQJ�WKURXJK�3ROLF\�6WXGLHV��,QF��+LV�FROOHFWLRQ�FRPSDQ\��ZKLFK�RSHUDWHV�LQ�9LUJLQLD��NHHSV�DSSUR[LPDWHO\�RQH�WKLUG�RI�WKH�FKLOG�VXSSRUW�PRQH\�SDLG�WKURXJK�FRQWUDFWV�LW�KDV�ZLWK�VWDWHV�DQG�LQGLYLGXDOV��PDNLQJ�WKH�VL]H�RI�FKLOG�VXSSRUW�DZDUGV�D�GLUHFW�IDFWRU�LQ�WKH�FRPSDQ\
V�SURILWV��6WDWHV�UHFHLYH�DGGLWLRQDO�IHGHUDO�IXQGLQJ�LQ�SURSRUWLRQ�WR�WKH�DPRXQW�RI�FKLOG�VXSSRUW�FROOHFWHG��/LNH�RWKHU�VWDWHV��9LUJLQLD�FRXQWV�DOO�FKLOG�VXSSRUW�SD\PHQWV�PDGH�WKURXJK�WKHLU�V\VWHP�DV��FROOHFWLRQV��HYHQ�ZKHQ�WKH\�DUH�PDGH�RQ�WLPH��$UELWUDULO\�LQFUHDVLQJ�WKH�DPRXQW�DZDUGHG�LQFUHDVHV�WKH�DPRXQW�RI�IHGHUDO�IXQGLQJ�WKH\�UHFHLYH��:LOOLDPV�FRQWHQGV�SXEOLFO\�DQG�LQ�KLV�FRQVXOWLQJ�ZLWK�VWDWHV�WKDW�KLV�ZRUN�LV�EDVHG�RQ��HFRQRPLF�VWXGLHV���%XW�LQ�D�GHSRVLWLRQ�WDNHQ�LQ�3�2�3�6��Y�*DUGQHU��KH�DGPLWWHG�WKDW�KH�PDGH�LW�XS�DQG�VDLG�WKDW�DFFHSWDQFH�RI�KLV�GHVLJQ�GHSHQGV�RQ�VWDWHV�DFFHSWLQJ�KLV�SROLF\�FKRLFHV��7KH�H[SOLFLW�JRDO�RI�KLV��,QFRPH�6KDUHV��JXLGHOLQH��LQWURGXFHG�LQ�������ZDV�WR�LQFUHDVH�WKH�DYHUDJH�DPRXQW�RI�FKLOG�VXSSRUW�DZDUGV�WR�����SHUFHQW�RI�ZKDW�LW�ZRXOG�EH�XQGHU�WUDGLWLRQDOO\�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��:KHQ�TXHVWLRQHG�E\�WKH�UHYLHZ�SDQHO�LQ�������:LOOLDPV�DGPLWWHG�WKDW�KH�FRXOG�QRW�LGHQWLI\�DQ\�RI�WKH�FRPSRQHQWV�LQ�KLV�FRVW�HVWLPDWHV��LQFOXGLQJ�IRRG��FORWKLQJ��KRXVLQJ��HGXFDWLRQ��URXWLQH�PHGLFDO�H[SHQGLWXUH��DQG�WUDQVSRUWDWLRQ��+H�ZDV�XQDEOH�WR�LGHQWLI\�KRZ�PXFK�RI�WKH�HVWLPDWHG�FRVW�LV�IL[HG�DQG�KRZ�PXFK�RI�LW�YDULHV�DFFRUGLQJ�WR�YLVLWDWLRQ�DUUDQJHPHQWV�DQG�RWKHU�IDFWRUV��$FFRUGLQJ�WR�0U��0XUUD\��WKH�SDQHO�KDV�QRW�SUHVHQWHG�DQ\�FXUUHQW�UHVHDUFK�DQG�GDWD�RQ�WKH�FRVW RI�DQG�H[SHQGLWXUHV�QHFHVVDU\�IRU�UHDULQJ�FKLOGUHQ���:H�KDYH�QR�GDWD�UHODWHG�WR�WKH�DFWXDO�FRVW�RI�UDLVLQJ�D�FKLOG�LQ�D�VHSDUDWHG�RU�GLYRUFHG��WZR�KRPH�VLWXDWLRQ���,QFRPH�6KDUHV�JXLGHOLQHV�KDYH�QHYHU�EHHQ�VKRZQ�WR�FRUUHVSRQG�WR�DQ\�VHW�RI�SROLF\�FKRLFHV�WKDW�DUH�UDWLRQDOO\�UHODWHG�WR��FKLOG�VXSSRUW���DQG�VWDWHV�KDYH�LPSOHPHQWHG�WKH�PRGHO�E\�HOLPLQDWLQJ�GHILQLWLRQV�DQG�SULQFLSOHV�IURP�WKHLU�VWDWXWHV��:LOOLDPV�KDV�UHVSRQGHG�WR�FULWLFV�E\�FODLPLQJ�WKDW�WKH�DUELWUDULO\�KLJK�RUGHUV�SURYLGH�D�KLJKHU�VWDQGDUG�RI OLYLQJ�LQ�FXVWRGLDO�SDUHQW�KRXVHKROGV��%XW�WKH�TXHVWLRQ�RI�LQFUHDVLQJ�VWDQGDUG�RI�OLYLQJ�WKURXJK�FKLOG�VXSSRUW�SD\PHQWV�KDV�DOUHDG\�EHHQ�DGGUHVVHG�VFLHQWLILFDOO\��7KHUH�LV�D�OLPLW�WR�WKH�VWDQGDUG�RI�OLYLQJ�LQFUHDVH�WKDW�FDQ�EH�REWDLQHG�WKURXJK�D�FKLOG�VXSSRUW�SD\PHQW��,QFUHDVLQJ�FKLOG�VXSSRUW�DPRXQWV�EH\RQG�WKH�OLPLW�LQWURGXFHV�ZKDW�KDV�EHFRPH�NQRZQ�DV�KLGGHQ�DOLPRQ\� 0DQ\�H[SHUWV�DJUHH�WKDW�LW�LV�LOOHJDO��LQFO��XQFRQVWLWXWLRQDO��WR�LQFOXGH�DOLPRQ\�LQ�D�FKLOG�VXSSRUW�DZDUG��9LUJLQLD
V�DSSURDFK�XVHV�H[WUHPHO\�GXELRXV�HVWLPDWHV�RI�ZKDW�WZR�SDUHQW�IDPLOLHV�VSHQG�RQ�FKLOGUHQ��ZKLFK�LQFOXGH�DUELWUDULO\�KLJK�SHUFHQWDJHV�RI�VXFK�IDPLOLHV
�H[SHQGLWXUHV�RQ�KRXVLQJ�DQG�WUDQVSRUWDWLRQ��:KDW�DQ�LQWDFW�IDPLO\�PLJKW�VSHQG�LV�XQUHODWHG�WR�SRVW�GLYRUFH�VSHQGLQJ��7KLV�OHDGV�WR�FKLOG�VXSSRUW�DZDUGV�WKDW�DUH�TXLWH�UDQGRP�LQ�WKHLU�UHODWLRQ�WR�DFWXDO�IDPLO\�FLUFXPVWDQFHV�DQG�WKH�QHHGV�RI�FKLOGUHQ�UHJDUGOHVV�RI�WKH�FUHGLELOLW\�RI�WKH�HVWLPDWHV��$QRWKHU�FRQWHQWLRXV�DVSHFW�RI�WKH�JXLGHOLQH�LV�LWV�LQWHQWLRQDO�GHQLDO�RI�FUHGLW IRU�VXSSRUW�SURYLGHG�E\�QRQFXVWRGLDO�SDUHQWV�GXULQJ�YLVLWDWLRQ�SHULRGV��DQG�LQDGHTXDWH�FUHGLW IRU�QHDU�RU�JUHDWHU�GLUHFW�VXSSRUW�SURYLGHG�E\�SDUHQWV�ZLWK�MRLQW�FXVWRG\��0XUUD\�6WHLQEHUJ�KDV�EHHQ�WKURXJK�LW�DOO�EHIRUH��+H�SUHYLRXVO\�VHUYHG�WZLFH�RQ�WKH�VWDWH�SDQHOV��LQ������DQG�������+H�UHIXVHG�UHDSSRLQWPHQW�LQ������DFNQRZOHGJLQJ�WKDW�WKH�PDMRULW\�RI�SROLWLFDO�DSSRLQWHHV�RQ�HDFK�SDQHO�DUH�SUHGLVSRVHG�WR�PDLQWDLQLQJ�WKH�VWDWXV�TXR��+H�DFFHSWHG�UHDSSRLQWPHQW�IRU�WKLV�UHYLHZ�DIWHU�UHFHLYLQJ�DVVXUDQFH�WKDW�WKLQJV�ZRXOG�EH�GLIIHUHQW�WKLV�WLPH��,QGLFDWLRQV�DUH�KRZHYHU��WKDW�WKLV�UHYLHZ�ZLOO�EH�OLNH�WKH�UHVW��

http://www.mensnewsdaily.com/stories/newswire070402.htm
http://www.mensnewsdaily.com/stories/gay072402.htm
http://www.fathermag.com/906/alimony/index.shtml
http://www.acfc.org/legal/pops.htm
http://www.geocities.com/CapitolHill/5910/va.html
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&DOLIRUQLD��$�.LQGHU�&KLOG�6XSSRUW�6\VWHP"
5RJHU�)��*D\���������,�UHDG�WKH�6XQGD\�DUWLFOH�LQ�7KH�0HUFXU\�1HZV ZLWK�LQWHUHVW��7KHUH
V�D��QHZ�GHDO���LW�VD\V���IRU�DERXW��������6DQWD�&ODUD�&RXQW\�GDGV�ZKR�KDYH�ORVW�WKHLU�GULYLQJ�SULYLOHJHV�EHFDXVH�WKH\�IDLOHG�WR�SD\�FKLOG�VXSSRUW���,I�WKH\�PDNH�RQH�PRQWK
V�SD\PHQW�WKH\�FDQ�JHW�WKHLU�OLFHQVHV�EDFN��/HW�PH�JR�RQH�EHWWHU��*LYH�WKHP�WKHLU�OLFHQVHV�EDFN��)RUJLYH�WKH�DUELWUDU\�GHEW�WKH�JRYHUQPHQW�FUHDWHG�DQG�VHW�WKHLU�FKLOG�VXSSRUW�RUGHUV�WR�UHDVRQDEOH�OHYHOV��,I�WKH�JRYHUQPHQW�RI�&DOLIRUQLD�LV�H[WUHPHO\�OXFN\�WKH\�ZRQ
W�VXH�IRU�UHSDUDWLRQV��$V�IRU�WKH�SHRSOH�ZKR�WRRN�WKHLU�OLFHQVHV�WR�EHJLQ�ZLWK�� QR�GHDOV��7KH\�EHORQJ�LQ�MDLO��
�:KDW�VKRXOG�EH�UHPHPEHUHG�LV�WKDW�ZH�QHYHU�QHHGHG�D�PDVVLYH�QDWLRQ�ZLGH�FKLOG�VXSSRUW��V\VWHP���FRPSOHWH�ZLWK�DQ�RYHUEHDULQJ�EXUHDXFUDF\��DEXVHV�RI�SRZHU��FRQVSLUDFLHV�WR�GHQ\�KXPDQ�ULJKWV��PLVXVHV�RI�JRYHUQPHQW�IXQGV��DQG�PLGGOH�PHQ�VNLPPLQJ�FKLOG�VXSSRUW�SD\PHQWV��

&DOLIRUQLD�LV�WUDQVIHUULQJ�UHVSRQVLELOLW\�IRU�FKLOG�VXSSRUW�FROOHFWLRQV�IURP�GLVWULFW�DWWRUQH\V�WR�WKH�VWDWH�'HSDUWPHQW�RI�&KLOG�6XSSRUW�6HUYLFHV��$OWKRXJK�GLVWULFW�DWWRUQH\V�LQ�&DOLIRUQLD�PLJKW�QRW�KDYH�EHHQ�WKH�PRVW�YLFLRXV�DQG�FRUUXSW�LQ�WKH�QDWLRQ��WKH\�RFFDVLRQDOO\�JRW�KRQHVW�SUHVV�FRYHUDJH�XQSDUDOOHOHG�LQ�RWKHU�VWDWHV��)RU�H[DPSOH��IRUPHU�/RV�$QJHOHV�&RXQW\�'LVWULFW�$WWRUQH\�*LO�*DUFHWWL�UHFHLYHG�QDWLRQDO�DWWHQWLRQ�IRU�REWDLQLQJ�GHIDXOW�MXGJPHQWV RI�SDWHUQLW\�DIWHU�IDLOLQJ�WR�QRWLI\��IDWKHUV��RI�FRXUW�KHDULQJV��2QFH�WKH�FRXUW�HVWDEOLVKHG�SDWHUQLW\��*DUFHWWL�UHIXVHG�WR�UHVFLQG�MXGJPHQWV�DJDLQVW�PHQ�ZKR�ODWHU�SURYHG�WKURXJK�'1$�HYLGHQFH�WKDW�WKH\�ZHUH�QRW�WKH�IDWKHUV�RI�WKHLU�DOOHJHG�FKLOGUHQ��/DVW�PRQWK��WKH�GLVKRQHVW�'�$��ZDV�DSSRLQWHG�WR�D�ILYH�\HDU�WHUP�RQ�WKH�/RV�$QJHOHV�&LW\�(WKLFV�&RPPLVVLRQ E\�&LW\�&RXQFLO�3UHVLGHQW�$OH[�3DGLOOD��,I�WKH�VHOHFWLRQ�LV�DSSURYHG�E\�WKH�&LW\�&RXQFLO��*DUFHWWL�ZLOO�EH�RQH�RI�ILYH�FRPPLVVLRQHUV�ZKR�UHFRPPHQG�FKDQJHV�LQ�FLW\�FDPSDLJQ�ILQDQFH�DQG�OREE\LQJ�ODZV�DQG�ZKR�VLW�LQ�MXGJPHQW�RQ�FLW\�RIILFLDOV�DFFXVHG�RI�YLRODWLQJ�WKRVH�ODZV�7KH�0HWUR�1HZV�DUWLFOH�H[SODLQV�WKDW�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�VWDII�LQWHQGV�WR�KHOS�HVWUDQJHG�IDWKHUV�EHFRPH�PRUH�ORYLQJ�DQG�VXSSRUWLYH�RI�WKHLU�FKLOGUHQ��'DGV�VWUXJJOLQJ�WR�NHHS�ORZ�ZDJH�MREV�FDQ�KROG�RQ�WR�PRUH�RI�WKHLU�SD\�LI�WKH\�DWWHQG�SDUHQWLQJ�FODVVHV�DQG�DJUHH�WR�FRPPLW�WR�WKHLU�IDPLOLHV��7KH�LQWHQW�RI�WKH�UHIRUP�DFFRUGLQJ�WR�'HEUD�%HUQDUG��DWWRUQH\�ZLWK�WKH�-DPHV�3��5HDSH�ODZ�ILUP�LQ�9DOHQFLD�LV�QRW�WR�EH�NLQG�WR�GDGV��,W�LV�WR�LQFUHDVH�FROOHFWLRQV���/DFN�RI�FRRUGLQDWLRQ�DQG�LQWHJUDWLRQ�EHWZHHQ�WKHVH�DJHQFLHV�ZDV�VHHQ�DV�WKH�PDMRU�LPSHGLPHQW�LQ�JHWWLQJ�VXSSRUW���,W�LV�HDVLHU�WR�FDWFK�IOLHV�ZLWK�KRQH\��:KDW�VKRXOG�EH�UHPHPEHUHG�LV�WKDW�ZH�QHYHU�QHHGHG�D�PDVVLYH�QDWLRQ�ZLGH�FKLOG�VXSSRUW��V\VWHP���FRPSOHWH�ZLWK�DQ�RYHUEHDULQJ�EXUHDXFUDF\��DEXVHV�RI�SRZHU��FRQVSLUDFLHV�WR�GHQ\�KXPDQ�ULJKWV��PLVXVHV�RI�JRYHUQPHQW�IXQGV��DQG�PLGGOH�PHQ�VNLPPLQJ�FKLOG�VXSSRUW�SD\PHQWV��7KH��V\VWHP��ZDV�WKH�LQYHQWLRQ�RI�FRUUXSW�SROLWLFLDQV��FULPLQDOV��DQG�SROLWLFDO�H[WUHPLVWV��1RW�RQH�VLQJOH�DUJXPHQW�LQ�IDYRU�RI�WKH�FUHDWLRQ�RI�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP�ZDV�WUXH��7KH�UHIRUPV�WDNLQJ�SODFH�DFNQRZOHGJH�D�SRUWLRQ�RI�WKH�WUXWK��EXW�RQO\�IRU�WKH�SXUSRVH�RI�DWWHPSWLQJ�WR�PDLQWDLQ�SXEOLF�FUHGLELOLW\��7KH�QHZ�DJHQF\�LV�FKDQJLQJ�WKH�SXEOLF�LPDJH�RI�FKLOG�VXSSRUW�HQIRUFHPHQW�IURP�KRXQGLQJ��GHDGEHDW�GDGV��WR�ZRUNLQJ�ZLWK��GHDG�EURNH��RQHV��%XW�WKDW�ZDV�VLPSO\�SDUW�RI�WKH�WUXWK�DOO�DORQJ��7KH�HFRQRPLFV�RI�IDWKHUKRRG�KDVQ
W�FKDQJHG��RQO\�WKH�UKHWRULF�RI FKLOG�VXSSRUW�HQIRUFHPHQW��:H�NQRZ�WKDW�XQVFUXSXORXV�FRQ�PHQ��DQG�ZRPHQ��WDUJHWHG�D�ODUJH�VHFWLRQ�RI�WKH�SRSXODWLRQ�� QRQ�FXVWRGLDO�SDUHQWV�� DQG�UDQ�D�OHQJWK\�SURSDJDQGD�FDPSDLJQ�DJDLQVW�WKHP��:H�NQRZ�WKDW�WKH\�OLHG��DQG�OLHG��DQG�OLHG��:H�NQRZ�WKDW�WKHLU�PRWLYH�ZDV�SURILW��DQG�WRGD\�WKHUH�DUH�D�PDVV�RI�SHRSOH�VWHDOLQJ�IURP�SDUHQWV��FKLOGUHQ��DQG�WKH�SXEOLF�FRIIHUV�LQ�WKH�QDPH�RI�FKLOG�VXSSRUW��$QG�WKH\�ZDQW�WR�FRQWLQXH�E\�WHOOLQJ�SHRSOH�WKDW�WKH\�DUH�WHDFKLQJ�IDWKHUV�WR�ORYH�WKHLU�FKLOGUHQ��&RXOGQ
W�\RX�MXVW�EHDW�WKH�FUDS�RXW�RI�WKHP"�:HOO�WKDW
V�QRW�QLFH��DQG�IDU�EH�LW�IURP�PH�WR�VXJJHVW�YLROHQFH�DV�D�UHVSRQVH�WR�PRUH�WKDQ�D�GHFDGH�RI�WRUWXUH�DQG�D�JUDQG�FRQVSLUDF\�WR�GHIHDW�WKH�&RQVWLWXWLRQ�� E\�WKH�YHU\�SHRSOH�ZH�SD\�WR�XSKROG�LW��%XW�VWLOO��,�KDYH�WR�VD\�WKDW�,�GRQ
W�WKLQN�UHWXUQLQJ�D�IHZ�GULYHUV�OLFHQVHV�WR�SHRSOH�ZKR�VXEPLW�WR�WKH�QH[W�URXQG�RI�IRUFHG�DEXVHV�DQG�PDVV�SXEOLF�KXPLOLDWLRQ�JRHV�IDU�HQRXJK��&LWL]HQV�RI�WKH�8QLWHG�6WDWHV�VKRXOG�QHYHU�QHJRWLDWH�IRU�EDVLF�ULJKWV��7KHUH�DUH�QR�VWULQJV�DWWDFKHG��:H�PXVW�QHYHU�IRUJHW�WKDW�WKHUH�LV�QR�OHJLWLPDWH�FRPSURPLVH��7KH��V\VWHP��PXVW�HQG�DQG�WKRVH�UHVSRQVLEOH�PXVW�EH�KHOG�DFFRXQWDEOH��

http://www.jprlawcorp.com/pages/restructure.htm
http://www.metnews.com/articles/garc081502.htm
http://www.mensnewsdaily.com/stories/thompson040102.htm
http://www.bayarea.com/mld/mercurynews/news/local/4029737.htm
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$QRWKHU�0DQ�'RZQ�LQ�WKH�:DU�$JDLQVW�)DWKHUV
5RJHU�)��*D\���������$PHULFD
V�0RVW�:DQWHG SXW�LW�OLNH�WKLV��&DWDOLQR�0RUDOHV�LV�ZDQWHG�IRU�WKH�DWWHPSWHG�KRPLFLGH�RI�ILYH�GHSXW\�VKHULII
V�LQ�$OOHQWRZQ��3HQQV\OYDQLD�DQG�IRU�IDLOXUH�WR�SD\�EDFN�FKLOG�VXSSRUW��2Q�6DWXUGD\��PRUQLQJ��'HFHPEHU����������HLJKW�GHSXWLHV�LQ�/HKLJK�FRXQW\�3HQQV\OYDQLD�EURNH�LQWR�&DWDOLQR�0RUDOHV
�KRPH�WR�VHUYH�DQ�DUUHVW�ZDUUDQW�FKDUJLQJ�KLP�ZLWK�IDLOXUH�WR�PDNH�FKLOG�VXSSRUW�SD\PHQWV��$FFRUGLQJ�WR�WKH�GHSXWLHV��0RUDOHV�EDUULFDGHG�KLPVHOI�LQ�D�VHFRQG�IORRU�EHGURRP�DQG�ILUHG�WZR�VKRWV�WKURXJK�D�FORVHG�GRRU��+H�WKHQ�VKRW�RXW�D�EDFN�ZLQGRZ��MXPSHG�RQWR�D�IODW�URRI��DQG�RQWR�WKH�JURXQG�ZKHUH�LW�LV�DOOHJHG�WKDW�KH�VKRW�DW�D�GHSXW\��7KH�GHSXW\�UHWXUQHG�ILUH�EXW�QR�RQH�ZDV�LQMXUHG��0RUDOHV�HVFDSHG�WKH�LPPHGLDWH�DUHD��3ROLFH�VD\�0RUDOHV�WKHQ�HQWHUHG�D�KRXVH�LQ�WKH�QHLJKERUKRRG�DQG�KHOG�D�IDPLO\�RI�IRXU�KRVWDJH�IRU�VHYHUDO�KRXUV��7KH�VWDQGRII�HQGHG�ZKHQ�RQH�RI�WKH�UHVLGHQWV�PDQDJHG�WR�ZUHVWOH�WKH�JXQ�RXW�RI�0RUDOHV
�KDQGV�DQG�0RUDOHV�IOHG�WKH�VFHQH��$�PDVVLYH�KXQW�HQVXHG�²LQFOXGLQJ�VHDUFK�GRJV��KHOLFRSWHUV��DQG�$OOHQWRZQ�SROLFH² WR�QR�DYDLO��2Q�WKH�QLJKW�RI�-XQH����������D�6:$7�WHDP�LQ�+DUWIRUG��&RQQHFWLFXW�VXUURXQGHG�0RUDOHV�LQ�D�KRXVLQJ�FRPSOH[ DQG�VKRWV�ZHUH�ILUHG��1R�SROLFHSHUVRQV�ZHUH�LQMXUHG�LQ�WKH�HQFRXQWHUV��0RUDOHV�ZDV�KLW�E\�WKUHH�RI����SROLFH�EXOOHWV��SHUPDQHQWO\�GDPDJLQJ�KLV�KDQG�DQG�KLV�OHJ�DQG�HQGDQJHULQJ�WKH�OLYHV�RI�WKH�QHDUE\�UHVLGHQWV��+H�LV�D�IDWKHU��+H�LV�D�PDQ��+H�LV�DOOHJHGO\�EHKLQG�LQ�PDNLQJ��FKLOG�VXSSRUW��SD\PHQWV��,W�LV�XQOLNHO\�WKDW�WKH�FKLOG�VXSSRUW�V\VWHP�ZLOO�EH�SXW�RQ�WULDO�LQ�GHIHQVH�RI�&DWDOLQR�0RUDOHV��EXW�LW�VKRXOG�EH��8QGHU�KHDY\�LQIOXHQFH�IURP�D�SURILW�GULYHQ�FROOHFWLRQ�LQGXVWU\�WKH�SURFHVV�RI�GHWHUPLQLQJ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�RUGHUHG�DQG�HQIRUFHPHQW�SUDFWLFHV�KDYH�FKDQJHG�GUDPDWLFDOO\�ZLWKLQ�WKH�SDVW�ILIWHHQ�\HDUV��3ROLWLFDO�FRUUXSWLRQ�LV�UDPSDQW�DQG�REYLRXV�QRW�RQO\�WR�WKRVH�ZKR�KDYH�VWXGLHG�WKH�V\VWHP�FORVHO\�EXW�WR�PDQ\�IDWKHUV�ZKR�KDYH�EHHQ�IRUFHG�LQWR�VXEMXJDWLRQ�E\�LW��0LOOLRQV�RI�PHQ�DUH�WUHDWHG�DUELWUDULO\�DQG�XQIDLUO\�WR�D�GHJUHH�WKDW�FRPSURPLVHV�RU�GHVWUR\V�WKHLU�FKDQFH�WR�PDLQWDLQ�WKHPVHOYHV��OHW�DORQH�JHW�RQ�ZLWK�D�QRUPDO�OLIH��0DQ\�FDQQRW�GR�ZKDW�WKH�V\VWHP�UHTXLUHV�WKHP�WR�GR��$GG WR�WKDW�\HDUV�RI�KDUDVVPHQW�DQG�WKUHDWV�IURP�D�ORQJ�OLVW�RI�VWUDQJHUV��LQFOXGLQJ�KDOI�ZLWWHG�SLPSOH�IDFHG�KLJK�VFKRRO�GURS�RXWV�WU\LQJ�WR�PDNH�D�FRPPLVVLRQ��DQG�IHPDOH�EXUHDXFUDWV��SRVVLEO\�IRUPHU�ZHOIDUH�PRWKHUV��ZKR�UHYHO�LQ�WKH�RSSRUWXQLW\�WR�HPDVFXODWH�PHQ��7KHUH�LV�QR�HVFDSH��QR�UHDVRQ��(YHU\�SROLWLFLDQ�VD\V�VR��0HQ�DQG�ZRPHQ�ZLWK�PRUH�SRZHU�WKDQ�PRUDO�FKDUDFWHU�FRQVWDQWO\�UHPLQG�WKHP�WKDW�WKLV�LV�ZKDW�IDWKHUKRRG�LV�DOO�DERXW��7KHQ�RWKHU�VWUDQJHUV�DUULYH�ZLWK�JXQV�DQG�LQYDGH�WKHLU�KRPHV�ZLWK�WKH�LQWHQW�RI�WDNLQJ�WKHP�SULVRQHU��7KH\�DUH�H[SHULHQFLQJ�WKH�KRUURU�RI�D�GLFWDWRULDO�SROLFH�VWDWH��&DWDOLQR�0RUDOHV�LV�RQH�RI�PDQ\�FDQDULHV�LQ�WKH�FKLOG�VXSSRUW�FRDO�PLQHV��<HDU�DIWHU�\HDU�ZH�ZDWFK�WKH�FDQDULHV�GLH�\HW�WKH�ZRUNHUV�DUH�QRW�DOORZHG�WR�OHDYH��7KRVH�DPRQJ�XV�ZKR�KDYH�WKH�RSSRUWXQLW\�WR�FRPPXQLFDWH�DUH�PRUDOO\�REOLJDWHG�WR�SDVV�WKH�ZRUG��7KLV�V\VWHP�PXVW�EH�DEDQGRQHG�DV�TXLFNO\�DV�SRVVLEOH�ZKHWKHU�WKH�PDVWHUV�ZLVK�LW�RU�QRW��,Q�WKH�HDUO\�����V��PLOOLRQV�RI�IDWKHUV�ILUVW�H[SHULHQFHG�WKH�VXVSHQVLRQ�RI�FRQVWLWXWLRQDO�ODZ�LQ�GRPHVWLF�UHODWLRQV�FRXUWV�DQG�WKH�WUDQVLWLRQ�WR�HQIRUFHPHQW�RI�DUELWUDU\�HQ�PDVVH FHQWUDO�SROLWLFDO�GHFLVLRQV��7KH�QHZ�V\VWHP�VHHPV�GHVLJQHG�WR�UXLQ�PHQ
V�OLYHV��'HFLVLRQV�DUH�DUELWUDULO\�EDVHG�RQ�VWDWLVWLFDO�SURMHFWLRQV�WKDW�KDYH�QR�EDVLV�LQ�UHDOLW\��6WDWH�JRYHUQPHQWV�DUH�HQFRXUDJHG�WR�WDNH�DV�PXFK�IURP�IDWKHUV�DV�SRVVLEOH�LQ�RUGHU�WR�LQFUHDVH�WKH�DPRXQW�RI�IHGHUDO�IXQGV�WKH\�UHFHLYH��3ULYDWH�FROOHFWLRQ�DJHQFLHV�EHQHILW�IURP�KLJKHU�FKLOG�VXSSRUW�DZDUGV�DQG�JUHDWHU�GHEW��,QGXVWU\�UHSUHVHQWDWLYHV�FRQWURO�PXFK�RI�WKH�SROLF\�PDNLQJ�SURFHVV��LQFOXGLQJ�WKH�GHVLJQ�RI�PRVW�IRUPXODH�XVHG�LQ�VHWWLQJ�FKLOG�VXSSRUW�DPRXQWV��:LWK�VR�PDQ\�SHRSOH�LQYROYHG��WKHUH�KDV�EHHQ�D�SUHGLFWDEOH�YDULDWLRQ�LQ�UHDFWLRQ�WR�WKH�FKDQJH��7KH�HDUO\�����V�VDZ�WKH�ULVH�RI�WKH�)DWKHUV�5LJKWV�0RYHPHQW��FODVV�DFWLRQ�ODZVXLWV��D�VXUJH�LQ�WKH�QXPEHU�RI�DSSHDOV�ILOHG�DJDLQVW�FKLOG�VXSSRUW�RUGHUV��DQG�QHZ�QDWLRQDO�FRQIHUHQFHV�RQ�IDWKHUV�LVVXHV��6WDWH�DQG�IHGHUDO�SROLWLFLDQV�ZHUH�OREELHG�FRQVWDQWO\�WR�IL[�RU�DEDQGRQ�WKH�QHZ ODZV��0HPEHUV�RI�WKH�:DVKLQJWRQ�6WDWH�/HJLVODWXUH�UHFHLYHG�WKRXVDQGV�RI�SDLUV�RI�EDE\�VKRHV�IURP�IDWKHUV�WU\LQJ�WR�PDNH�D�SRLQW��7KHUH�ZHUH�DOVR�UHSRUWV�RI�LQFUHDVHV�LQ�VXLFLGH�DQG�YLROHQFH��7KH�HDUO\�����V�VDZ�QHZV�UHSRUWV�RI�WKH�ILUVW�RI�WKH�HDUO\�PRUQLQJ�UDLGV�RQ�FRPPXQLWLHV�WR�URXQG�XS�KXQGUHGV�RI�GDGV�WR�FDUW�WKHP�RII�WR�MDLO��,W�VDZ�VKRRWLQJV�LQ�FRXUWURRPV��ODZ\HUV�DQG�MXGJHV�WDNHQ�EORRG\�WR�DPEXODQFHV��DQG�IDWKHUV�EDUULFDGHG�LQ�WKHLU�KRPHV�VXUURXQGHG�E\�SROLFH��,Q�'DOODV��D�ODZ\HU�UHSUHVHQWLQJ�KLPVHOI�LQ�D�GLYRUFH�FDVH�SXOOHG�D�VHPL�DXWRPDWLF�ZHDSRQ�IURP�KLV�EULHIFDVH�DQG�RSHQHG�ILUH��:KLOH�RQH�IDWKHU�ZDV�EDUULFDGHG�LQ�KLV�KRPH�WKUHDWHQLQJ�VXLFLGH�LI�SROLFH�FDPH�WRR�FORVH��KH�ZDV�WHOHSKRQHG�E\�D�UHSRUWHU�ZKR�ZDQWHG�WR�WXUQ�WKH�FRQYHUVDWLRQ�RYHU�WR�D�SROLFH�QHJRWLDWRU��)HPLQLVW�JURXSV�SURWHVWHG��VD\LQJ�WKH�JRYHUQPHQW�PXVW�QRW�QHJRWLDWH�ZLWK�WHUURULVWV��1HZV�FRYHUDJH�RQ�VXFK�LQFLGHQWV�HQGHG��%LOOLRQV�RI�GROODUV�ZHUH�VSHQW�LQFUHDVLQJ�VHFXULW\�LQ�FRXUWKRXVHV��'HVSLWH�WKH�EHVW�HIIRUWV�RI�RUGLQDU\�FLWL]HQV��WKH�V\VWHP�JRW�ZRUVH��)DWKHUV�ULJKWV�DGYRFDWHV�ZHUH�ODUJHO\�FXW�RII�IURP�PDNLQJ�WKHLU�DSSHDOV�WKURXJK�WUDGLWLRQDO�PHGLD�WKDW�FRQWLQXHG�DQ�HQRUPRXV�SURSDJDQGD�HIIRUW�DJDLQVW�WKH�VR�FDOOHG��GHDGEHDW�GDGV���%\�WKH�PLG�����V�SROLWLFLDQV�ZHUH�FRQILGHQW�WKDW�WKH�SXEOLF�FRXOGQ
W�JHW�HQRXJK��&KLOG�VXSSRUW�ZDV�RQ�WKH�SROLWLFDO�DJHQGD�LQ�HYHU\�HOHFWLRQ�\HDU��3ROLWLFLDQV�LQ�ERWK�SDUWLHV�FRQWLQXDOO\�SURPLVHG�WR�PDNH�OLIH�WRXJKHU�IRU�IDWKHUV�DQG�SDVVHG�ODZ�DIWHU�ODZ�WR�GR�VR��%\�WKH�ODWH�����V�OLIH�KDG�EHFRPH�VR�GHVSHUDWH�IRU�D�IHZ�GLYRUFHG�PHQ��LQ�PRUH�WKDQ�RQH�FRXQWU\��VXIIHULQJ�SV\FKRORJLFDOO\�IURP�WKH�ORVV�RI�WKHLU�FKLOGUHQ�DQG�FRQVWDQW�KDUDVVPHQW�WKDW�WKH\�WRRN�JXQV�LQWR�GD\�FDUH�FHQWHUV�DQG�KHOG�FKLOGUHQ�KRVWDJH��'R�\RX�QRZ�XQGHUVWDQG�KRZ�LW�IHHOV��WKH\�DVNHG�EHIRUH�EHLQJ�JXQQHG�GRZQ�E\�SROLFH�VQLSHUV��

http://www.ctnow.com/news/yahoo/hc-gunfire0816.artaug16.story
http://www2.amw.com/site/thisweek/20010210/catalinomorales20010210.html
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'XH�WR�WKH�HQRUPRXV�ZHLJKW�RI�RQH�VLGHG�UHSRUWLQJ�RQ�WKH�FKLOG�VXSSRUW�LVVXH��PDQ\�SHRSOH�DUH�VWLOO�TXLWH�XQIDPLOLDU�ZLWK�WKH�SUREOHP��,W�LV�HDV\�WR�ILQG�SHRSOH�ZKR�EHOLHYH�WKDW�HUURUV�FDQ�EH�FRUUHFWHG�DQG�RUGHUV�DGMXVWHG�WR�FLUFXPVWDQFHV�E\�D�TXLFN�YLVLW�ZLWK�D�IDPLO\�FRXUW�MXGJH�RU�WKURXJK�VRPH�VLPSOH�DGPLQLVWUDWLYH�SURFHVV��7KH\�KDYH�EHHQ�EUDLQZDVKHG�LQWR�EHOLHYLQJ�WKDW�PHQ�JHQHUDOO\�DYRLG�ZKDW�DUH�SUHVXPHG�WR�EH�IDLU�DQG�UHDVRQDEOH�REOLJDWLRQV�WR�WKHLU�FKLOGUHQ��,W�LV�GLIILFXOW�IRU�WKHP�WR�XQGHUVWDQG�WKDW�PLOOLRQV�RI�RUGLQDU\�FLWL]HQV�DUH�ILJKWLQJ�IRU�WKHLU�VXUYLYDO�LQ�WKH�PLGVW�RI�D�FRQVWLWXWLRQDO�FULVLV��7KH�&RQVWLWXWLRQ�RI�WKH�8QLWHG�6WDWHV�DQG�WKH�FRQVWLWXWLRQV�RI�WKH�VWDWHV�GHILQH�D�V\VWHP�RI�FKHFNV�DQG�EDODQFHV��8QUHDVRQDEOH�RUGHUV�DUH�WR�EH�FRUUHFWHG�RQ�DSSHDO��8QFRQVWLWXWLRQDO�ODZV�DUH�WR�EH�RYHUWXUQHG�E\�WKH�MXGLFLDU\��7KHVH�DUH�QHFHVVDU\�VDIHJXDUGV�DJDLQVW�KDUPIXO��LQWUXVLYH��DQG�FRUUXSW�JRYHUQPHQW�EHKDYLRU��%XW�GXULQJ�WKH�SDVW�WZHOYH�\HDUV�WKH V\VWHP�KDV�QRW�IXQFWLRQHG�DV�GHVLJQHG��(YHU\RQH�LQ�JRYHUQPHQW�FRQQHFWHG�ZLWK�FKLOG�VXSSRUW�²LQFOXGLQJ�MXGJHV² UHFHLYH�ILQDQFLDO�UHZDUGV�IRU�PDLQWDLQLQJ�WKH�FHQWUDOO\�SODQQHG�V\VWHP��DQG�FRXUWV�DQG�SURVHFXWRUV�KDYH�FRRSHUDWHG�WR�DQ�DPD]LQJ�GHJUHH��7KLV�KDV FUHDWHG�D�VLWXDWLRQ�LQ�ZKLFK�QR�OHJDO�UHPHG\�IRU�DUELWUDU\�DQG�RSSUHVVLYH�RUGHUV�DQG�RYHUO\�]HDORXV�HQIRUFHPHQW�PHDVXUHV�H[LVWV��6RPH�RUGHUV�DUH�VR�KLJK�DV�WR�EH�OLIH�WKUHDWHQLQJ��7KH\�GR�QRW�OHDYH�WKH�SHUVRQ�ZKR�LV�RUGHUHG�WR�SD\�ZLWK�VXIILFLHQW�LQFRPH WR�VXSSRUW�KLPVHOI��/LYHV�KDYH�EHHQ�ORVW��%XW�WR�FUHDWH�WKH�RUGHU�LV�QRW�HQRXJK��2QFH�ERXQG��WKH�V\VWHP�FRQVWDQWO\�WKUHDWHQV�DQG�KDUDVVHV�IDWKHUV�ZKR�DUH�XQDEOH�WR�PHHW�WKHLU�DUELWUDULO\�DVVLJQHG��REOLJDWLRQV���-XVW�JLYH�WKH�VLWXDWLRQ�PRUH�WKDQ�WZR�VHFRQGV�WKRXJKW��,I�\RX�GR�QRW�WKLQN�WKDW�WKH�V\VWHP�FDXVHG�&DWDOLQR�0RUDOHV�WR�ILUH�D�JXQ�DQG�UXQ�IRU�KLV�OLIH��\RX�GR�QRW�SDVV�HOHPHQWDU\�DSSOLHG�SUREDELOLW\��<RX�GR�QRW�XQGHUVWDQG�KXPDQV��8QOHVV�WKH�FRUUXSWLRQ�LQ�WKH�V\VWHP�LV�GHDOW�ZLWK�DQG�WKRVH�DEXVLQJ�SRZHU�DQG�LQIOXHQFH�DUUHVWHG�DQG�MDLOHG��WKHUH�ZLOO�EH�PRUH�JXQILJKWV�DQG�PRUH�PHQ�EURXJKW�GRZQ�LQ�WKH�ZDU�DJDLQVW�IDWKHUV��
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7ZR�6WULNHV�IRU�&KLOG�6XSSRUW�&ROOHFWLRQ�&RPSDQ\
5RJHU�)��*D\���������,Q�0DUFK��WKH�KHDG�RI�0DU\ODQG
V�'HSDUWPHQW�RI�+XPDQ�5HVRXUFHV�DVNHG�ODZPDNHUV�WR�RUGHU�DQ�DXGLW�RI�0D[LPXV��,QF���WKH�SULYDWH�FRPSDQ\�WKDW�DGPLQLVWHUV�FKLOG�VXSSRUW�HQIRUFHPHQW�LQ�%DOWLPRUH��7HUHVD�/��.DLVHU��H[HFXWLYH�GLUHFWRU�RI�WKH�&KLOG�6XSSRUW�(QIRUFHPHQW�$GPLQLVWUDWLRQ��VDLG�VKH�EHOLHYHG�WKDW�WKH�FRPSDQ\ KDG�PDQLSXODWHG�GDWD�RQ�FDVHV��LQ�D�PDQQHU�WKDW�VXJJHVWV�ZURQJGRLQJ���$�UHSRUW IURP�WKH�0DU\ODQG�*HQHUDO�$VVHPEO\
V�2IILFH�RI�/HJLVODWLYH�$XGLWV�KDV�FRQILUPHG�HUURUV��DW XQEHOLHYDEO\�KLJK�UDWHV�UHODWHG�WR�VRPH�RI�WKH�DOOHJDWLRQV��7KH�$XGLWRU
V�WHVWV�ZHUH�OLPLWHG�WR�ILYH�VSHFLILF�REMHFWLYHV��RQH�RI�WKHP�UHSRUWHG�LQ�WZR�SDUWV��UHODWHG�WR�WKH�FRPSODLQW��7KH\�GLG�QRW�LQYHVWLJDWH�HYHU\�FDVH�ILOH��EXW�WRRN�VDPSOHV�DQG�PDGH�VWDWLVWLFDO�SURMHFWLRQV�IURP�WKHLU�ILQGLQJV��7KH�LQYHVWLJDWLRQ�IRXQG�WKDW�0D[LPXV�FROOHFWHG�LPSURSHU�SD\PHQWV�IURP��DEVHQW�SDUHQWV��LQ�EHWZHHQ������DQG�������RI�DOO�FDVHV��7KH\�LPSURSHUO\�FORVHG�EHWZHHQ�������DQG�������RI�WKH�FDVHV�WKH\�KDQGOHG��0D[LPXV�GLG�QRW�GLVSHUVH�HVFURZHG�SD\PHQWV�DQG�UHIXQGV�LQ�EHWZHHQ�������DQG�������RI�FDVHV�LQ�D�WLPHO\�PDQQHU��7KUHH�RWKHU�DOOHJDWLRQV�ZHUH�QRW�FRQILUPHG��%XW�WKH�$XGLWRU
V�UHSRUW�FDXWLRQHG�WKLV�GRHV�QRW�PHDQ�WKDW�WKHUH�DUH�QR�VXFK�HUURUV��7KH�VL]H�RI�WKH�VWDWLVWLFDO�VDPSOH�PDGH�D�FRQFOXVLRQ�EDVHG�RQ�QR�HUURUV�GHWHFWHG�XQUHOLDEOH��7KH�WKUHH�DOOHJDWLRQV�WKDW�DUH�DV�\HW�XQFRQILUPHG�DUH��� 0XOWLSOH�FDVHV�FUHDWHG�IURP�VLQJOH�FRXUW�RUGHU�� &DVHV�UHRSHQHG�ZLWKRXW�MXVWLILFDWLRQ�� &ROOHFWLRQV�GLYHUWHG�IURP�RWKHU�ORFDO�RIILFHV��7KH�$XGLWRU�DFNQRZOHGJHG�WKDW�PXOWLSOH�FDVHV�IRU�WKH�VDPH�LQGLYLGXDOV�ZHUH�IRXQG��EXW�QRWHG�WKDW�WKH�PDMRULW\�RI�WKRVH�FDVHV�KDG�QRW�EHHQ�LQLWLDWHG�E\�WKH�FRQWUDFWRU��,QVWHDG�WKH\�KDG�EHHQ�FUHDWHG�SULRU�WR�WKH�FRQWUDFWRU�EHLQJ�KLUHG�LQ�������RU�KDG�EHHQ�LQLWLDWHG�E\�DXWRPDWHG�UHIHUUDOV�IURP�WKH�7HPSRUDU\�&DVK�$VVLVWDQFH�3URJUDP�RU�IURP�WKH�)RVWHU�&DUH�3URJUDP��6HFWLRQ��������RI�WKH�0DU\ODQG�)DPLO\�/DZ�&RGH�UHTXLUHV�WKDW�ZDJH�ZLWKKROGLQJV�WKDW�FDQQRW�EH�GLVWULEXWHG�ZLWKLQ�WZR�PRQWKV�RI�UHFHLSW�EHFDXVH�RI DQ�XQUHSRUWHG�FKDQJH�LQ�WKH�FXVWRGLDO�SDUHQW
V�DGGUHVV��EH�UHIXQGHG�WR�WKH�DEVHQW�SDUHQW��7KH�ODZ�DOVR�UHTXLUHV�WKDW�WKH�FKLOG�VXSSRUW�DJHQF\�QRW�PDNH�DQ\�IXUWKHU�ZDJH�ZLWKKROGLQJ�FROOHFWLRQV��7KH�UHYLHZ�GLVFRYHUHG�WKDW�0D[LPXV�IDLOHG�WR�IROORZ�WKLV�ODZ�WR�D�VLJQLILFDQW�GHJUHH�������WKH�FRQWUDFWRU�RIWHQ�GLG�QRW�WDNH�WLPHO\�DFWLRQ�WR�UHVROYH�XQGLVWULEXWHG�IXQGV�IURP�YDULRXV�VRXUFHV��ZDJH�ZLWKKROGLQJV�DQG�WD[�LQWHUFHSWV��IRU�H[DPSOH����7KH�UHYLHZ�IRXQG�WKDW�LQ����RI����FDVHV��XQGLVWULEXWHG�IXQGV�ZHUH�QRW�UHVHDUFKHG�DQG�UHVROYHG�IRU�SHULRGV�UDQJLQJ�IURP���WR����PRQWKV��2I�WKHVH����FDVHV�����UHPDLQHG�XQUHVROYHG�IRU�SHULRGV�H[FHHGLQJ���\HDUV���7KLV�LV�QRW�WKH�ILUVW�WLPH�SUREOHPV�ZLWK�WKH�SULYDWH�FRQWUDFWRU�KDYH�EHHQ�UHSRUWHG��&RQQHFWLFXW�DZDUGHG�D�������PLOOLRQ�FRQWUDFW�WR�0D[LPXV�WR�UXQ�LWV�FKLOG�VXSSRUW�FROOHFWLRQ�SURJUDP��,Q�0DUFK�������7LPH�0DJD]LQHUHSRUWHG�WKDW��ZLWKLQ�PRQWKV�0D[LPXV�IRXQG�LWV�RSHUDWLRQV�LQ�WKH�NLQG�RI�GLVDUUD\�LW�XVXDOO\�WDNHV�JRYHUQPHQW�\HDUV�WR�DFKLHYH���,Q�)ORULGD�WKDW�VDPH�\HDU 0D[LPXV�ZDV�SDLG�������PLOOLRQ�DQG��JRW����GHDGEHDWV�WR�FRXJK�XS����������,Q�D�OHWWHU�UHVSRQGLQJ�WR�WKH�$XGLWRU
V�UHSRUW��0D[LPXV
�6HQLRU�9LFH�3UHVLGHQW�5REHUW�/��6DUQR�VDLG�WKDW�KH�GRHV�QRW�EHOLHYH�WKDW�WKHLU�SHUIRUPDQFH�UHFRUG�IRU�%DOWLPRUH�LV�WKH�ZRUVW�LQ�WKH�VWDWH�DQG�WKDW�QDWLRQZLGH�WKHUH�DUH�VLPLODU�SUREOHPV�DW�KLJKHU�UDWHV�WKDQ�IRXQG�LQ�WKH�%DOWLPRUH�UHYLHZ��7KH�UHVSRQVH�ZDV�DSSDUHQWO\�LQWHQGHG�WR�VXJJHVW�WKDW�0D[LPXV�KDV�D�UHFRUG�WKDW�LV�FRPSHWLWLYH LI�QRW�UHODWLYHO\�JRRG�FRPSDUHG�WR�RYHUDOO�LQGXVWU\�SHUIRUPDQFH��
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&RUUXSWLRQ�LQ�&RQQHFWLFXW
5RJHU�)��*D\���������&RQQHFWLFXW�OHJLVODWRUV�KDYH�WDNHQ�\HW�DQRWKHU�VWHS�LQ�GHQRXQFLQJ�WKH�&RQVWLWXWLRQ�DQG�EDVLF�KXPDQ�ULJKWV��7KH�RSSRUWXQLW\�WR�DWWHQG�FROOHJH�LV�D�JRRG�WKLQJ��ULJKW"�6R�D�ODZ�ZDV�SDVVHG�DOORZLQJ�MXGJHV�WR�RUGHU�GLYRUFHG�DQG�QHYHU�PDUULHG�IDWKHUV�WR�SD\�LI�WKH\�FDQ��7KLV�H[WHQGV�WKH�SHULRG�LQ�ZKLFK�IDWKHUV�DUH�GLYHVWHG�RI�QRW�RQO\�SDUHQWDO�ULJKWV�EXW�FRQVWLWXWLRQDO�ULJKWV�DV�ZHOO��WKURXJK�WKH�HDUO\�DGXOWKRRG�RI�WKHLU�FKLOGUHQ��0DUULHG�SDUHQWV�DUH�RI�FRXUVH�QHYHU�RUGHUHG�WR�SD\�IRU�FROOHJH��)RU�WKRVH�ZKR�IDFH�GLIILFXOW�ILQDQFLDO�FLUFXPVWDQFHV��WKHUH�DUH�D�YDULHW\�RI�ORDQV��JUDQWV��DQG�ZRUN�VWXG\�SURJUDPV��,Q�WKH�SDVW��PDQ\�\RXQJ�PHQ�DQG�ZRPHQ�KDYH�DWWHQGHG�FROOHJH�ZLWK�WKH�KHOS�RI�PLOLWDU\�EHQHILWV�DQG�SDUW�WLPH�MREV��0DQ\�D�SDUHQW��LQFOXGLQJ�GLYRUFHG�DQG�QHYHU�PDUULHG�SDUHQWV��LQFOXGLQJ�GLYRUFHG�DQG�QHYHU�PDUULHG�QRQFXVWRGLDO�IDWKHUV��KDYH�ZRUNHG�DQG�VDFULILFHG�WR�SXW�WKHLU�FKLOGUHQ�WKURXJK�FROOHJH��)RU�WKDW��DPRQJ�RWKHU�WKLQJV��WKH\�GHVHUYH�WKH�HWHUQDO�UHVSHFW�RI�WKHLU�FKLOGUHQ��%XW�SURSRQHQWV�RI�WKH�&RQQHFWLFXW�ODZ�ZLOO�RQFH�DJDLQ�VWULS�IDWKHUV�RI�UHVSHFW�LI�WKH\�FDQ��)DWKHUV�ZLOO�EH�SD\LQJ�EHFDXVH�WKH\�KDYH�EHHQ�RUGHUHG�WR�SD\��2SSRQHQWV�RI�WKH�ELOO�SRLQW�RXW�WKDW�PDUULHG�SDUHQWV�DUH�QHYHU�RUGHUHG�WR�SD\�IRU�FROOHJH��,W�LV�² KRZ�FDQ�,�VD\�WKLV�ZLWK�HQRXJK�FODULW\�² WRR�EORRG\�REYLRXV WKDW�WKH�ODZ�LV�DQ�XQFRQVWLWXWLRQDO�LQWUXVLRQ�DQG�YLRODWHV�HTXDO�SURWHFWLRQ��7KH�ODZ�GHSULYHV�GLYRUFHG�SDUHQWV�RI�WKH�GLVFUHWLRQ�WKDW�PDUULHG�SDUHQWV�KDYH�RYHU�GHFLVLRQV�RQ�FROOHJH���,�GRQ
W�WKLQN�WKH�FRXUWV�DUH�WKH�DQVZHU�WR�>WKH�GLIILFXOW\�RI�SD\LQJ�IRU�FROOHJH@���VDLG�VWDWH�6HQ��5REHUW�/��*HQXDULR��5�1RUZDON��ZKR�YRWHG�DJDLQVW�WKH�OHJLVODWLRQ��%XW�VXFK�URDGEORFNV�QHYHU�VWRS�WKRVH�LQWHQW�RQ�UXOLQJ�RYHU�WKH�OLYHV�RI�GLYRUFHG�PHQ�DQG�WKHLU�PRQH\��/LQQHD�/LQGVWURP��D�GLYRUFHG�PRWKHU�RI�WZR�FROOHJH�DJH�GDXJKWHUV�LV�DQ�DSSDUHQW�SRVWHU�PRWKHU�IRU�WKH�FDPSDLJQ��$FFRUGLQJ�WR�WKH�7KH�+DUWIRUG�&RXUDQW��VKH�WULHG�XQVXFFHVVIXOO\�WR�JHW�D�SURYLVLRQ�IRU�FROOHJH�VXSSRUW�ZULWWHQ�LQWR�KHU�GLYRUFH�GHFUHH�VL[�\HDUV�DJR��1RZ�OHW
V�VHH�WKH�VSLQ���7KH�VWDWH�FDQ
W�OHJLVODWH�JRRG�SDUHQWV���VKH�VDLG���EXW�WKH\�FDQ�PDNH�SDUHQWV�UHVSRQVLEOH���1R��DV�D�PDWWHU�RI�IDFW��E\�WKH�IXQGDPHQWDO�ODZV�WKDW�GHILQH�RXU�QDWLRQ�LW�FDQQRW��HVSHFLDOO\�ZKHQ��UHVSRQVLEOH��PHDQV�QRWKLQJ�PRUH�WKDQ�GRLQJ�ZKDW�VRPHRQH�HOVH�ZDQWV��*LYLQJ�HDFK�FKLOG����������FDVK�DQG�JRRG�LQYHVWPHQW�DGYLVH�PLJKW�EH�EHWWHU�LQ�PDQ\�FDVHV�WKDQ�D�FROOHJH�HGXFDWLRQ��DOWKRXJK�,�SHUVRQDOO\�VWURQJO\�IDYRU�HGXFDWLRQ���,�ZRXOG�QRW�EH�VXUSULVHG�LI�D�GLYRUFHG�PRWKHU�VRPHZKHUH�LQ�WKH�FRXQWU\�KDV�GRQH�MXVW�WKDW��DQG�ZRXOG�EH�QXWV�WR�WKLQN�VXFK�WKLQJV�KDYH QRW�EHHQ�GRQH�E\�PDUULHG�SDUHQWV�DQG�GLYRUFHG�IDWKHUV��,W�LV�DQ�H[WUHPH�LOORJLFDO�MXPS�WR�ODEHO�HYHU\�SDUHQW�ZKR�GRHV�QRW�GR�WKDW�LUUHVSRQVLEOH��6XSSRUWHUV�RI�WKLV�OHJLVODWLRQ�LQ�&RQQHFWLFXW��DQG�DOO�WKH�OHJLVODWRUV�ZKR�YRWHG�IRU�LW�NQRZ�WKDW�WKH\�KDYH�GRQH�ZURQJ��$Q\�MXGJH�DSSO\LQJ�WKH�ODZ�ZLOO�NQRZ�WKH�VDPH�WKLQJ��,W
V�WRR�EORRG\�REYLRXV��:KHQ�WKH�VWDWH�FDQ�RUGHU�SHRSOH�WR�GR�ZKDWHYHU�WKH\�ZRXOG�OLNH�WKHP�WR�GR��WKH�8QLWHG�6WDWHV�LV�IRUPDOO\�QRQ�H[LVWHQW��,W�PLJKW�DV�ZHOO�EH�UHQDPHG�WKH�6RYLHW�6RFLDOLVW�6WDWHV�RI�$PHULFD��2QH�RI�WKH�VSRQVRUV�RI�WKH�OHJLVODWLRQ��UHSUHVHQWDWLYH�$UW�)HOWPDQ��'�+DUWIRUG��VDLG�LW�LV�XQIDLU�WR�SXW�FKLOGUHQ�DW�D�GLVDGYDQWDJH�VLPSO\�EHFDXVH�WKHLU�SDUHQWV�DUH�GLYRUFHG���,�ZDQW�WR�HTXDOL]H�WKH�OLIH�FKDQFHV�RI�NLGV�ZKRVH�SDUHQWV VWD\�WRJHWKHU�DQG�NLGV�ZKRVH�SDUHQWV�VSOLW�DSDUW���KH�VDLG��)LQH��*LYH�JHQHURXVO\�WR�D�VSHFLDO�FROOHJH�IXQG��)RU�DQ�RIILFLDO�EXUHDXFUDWLF�VSLQ��SHUKDSV�QRWKLQJ�FDQ�WRS�'DOODV�0DUWLQ��SUHVLGHQW�RI�WKH�1DWLRQDO�$VVRFLDWLRQ�RI�6WXGHQW�)LQDQFLDO�$LG�$GPLQLVWUDWRUV���,
P�ROG�IDVKLRQHG���KH�VDLG���EXW�,�VWLOO�EHOLHYH�LI�\RX�EULQJ�D�FKLOG�LQWR�WKLV�ZRUOG��\RX�KDYH�D�UHVSRQVLELOLW\�WR�VXSSRUW�WKH�FKLOG�WKH�EHVW�\RX�FDQ���%\�FRXUW�RUGHU"��2OG�IDVKLRQHG��LQ�ZKDW�FRXQWU\"�

http://www.ctnow.com/news/yahoo/hc-colimony0811.artaug11.story
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1RZ�LQ�7HQQHVVHH��1R�/HJLWLPDWH�3XUSRVH�)RXQG�LQ�&KLOG�6XSSRUW�/DZ�
5RJHU�)��*D\���������,Q�D�GHFLVLRQ�ILOHG�)ULGD\��D�7HQQHVVHH�FRXUW�RI�DSSHDOV�GHFODUHG�XQFRQVWLWXWLRQDO D�SURKLELWLRQ�DJDLQVW�FRQVLGHULQJ�WKH�VXSSRUW�RI�FKLOGUHQ�RI�D�FXUUHQW�PDUULDJH�ZKHQ�VHWWLQJ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�RUGHUHG�IRU�FKLOGUHQ�RI�RWKHU�UHODWLRQVKLSV��$�WKUHH�MXGJH�SDQHO�GHFLGHG�XQDQLPRXVO\�WKDW�WKH�ODZ�YLRODWHG�HTXDO�SURWHFWLRQ��7KH�FDVH�LQYROYHG�D�FKLOG�ERUQ�DV�WKH�UHVXOW�RI�DQ�DIIDLU�ZLWK�D�PDUULHG�ZRPDQ��3DWHUQLW\�RI�WKH�FKLOG�ZDV�QRW�HVWDEOLVKHG�DW�WKH�WLPH�RI�ELUWK�LQ�������7KH�IDWKHU�ODWHU�PDUULHG�DQG�KDG�WZR�FKLOGUHQ�LQ�KLV�PDUULDJH��3DWHUQLW\�IRU�WKH�ILUVW�FKLOG�ZDV�OHJDOO\�HVWDEOLVKHG�LQ������DW�ZKLFK�WLPH�WKH�IDWKHU�DJUHHG�WR�SD\������SHU�PRQWK�LQ�FKLOG�VXSSRUW��$�UHTXHVW�WR�KDYH�WKH�DPRXQW�RI�FKLOG�VXSSRUW�UHFDOFXODWHG�DFFRUGLQJ�WR�WKH�JXLGHOLQHV�ZDV�ILOHG�LQ������DQG�WKH�IDWKHU�ZDV�RUGHUHG�WR�SD\�DQ�DGGLWLRQDO������SHU�PRQWK��([FHSW�LQ�FDVHV�RI�H[WUHPH�ILQDQFLDO�KDUGVKLS��7HQQHVVHH�ODZ�IRUEDGH�FRXUWV�IURP�FRQVLGHULQJ�VXSSRUW�RI�FKLOGUHQ�WKDW�ZHUH�QRW�WKH�VXEMHFW�RI�WKH�RUGHU��,Q�WKLV�FDVH��WKH�FRXUW�ZDV�QRW�DOORZHG�WR�FRQVLGHU�WKH�VXSSRUW�RI�WKH�WZR�FKLOGUHQ�RI�WKH�PDUULDJH��7KH�IDWKHU�DUJXHG�WKDW�WKH�ODZ�YLRODWHG�WKH�FRQVWLWXWLRQDO�ULJKWV�RI�WKH�WZR�FKLOGUHQ�EHFDXVH�WKH\�ZHUH�QRW�WUHDWHG�HTXDOO\��7KH�DSSHOODWH�FRXUW�IRXQG�LQ�IDYRU�RI�WKH�IDWKHU��7KHUH�DUH�WKUHH�SRVVLEOH�OHYHOV�RI�UHYLHZ�XVHG�LQ�FRQVWLWXWLRQDO�FDVHV��,Q�WKLV�FDVH�WKH�ZHDNHVW�OHYHO�RI�UHYLHZ�ZDV�DSSOLHG��8VH�RI�WKH�ZHDNHVW�OHYHO�RI�UHYLHZ�JLYHV�WKH�SODLQWLII�ZLVKLQJ�WR�VHH�D�ODZ�GHFODUHG�XQFRQVWLWXWLRQDO�WKH�ORZHVW�SUREDELOLW\�RI�ZLQQLQJ��7KH�UHVWULFWLYH�SURYLVLRQ�ZDV�VWLOO�IRXQG�XQFRQVWLWXWLRQDO�EHFDXVH�LW�GRHV�QRW�VHUYH�D�OHJLWLPDWH�JRYHUQPHQW�SXUSRVH��7KH�IDWKHU�GLG�QRW�DUJXH�WKDW�D�IXQGDPHQWDO�ULJKW�KDG�EHHQ�YLRODWHG�QRU�WKDW�KH�EHORQJV�WR�D��VXVSHFW�FODVV���:KHQ�D�IXQGDPHQWDO�ULJKW�LV�LQYROYHG�WKH�KLJKHVW�OHYHO�RI�UHYLHZ�LV�UHTXLUHG��,Q�D�FDVH�LQYROYLQJ�D�VXVSHFW�FODVV WKH�LQWHUPHGLDWH�OHYHO�RI�UHYLHZ�PD\�EH�DSSOLHG��7KH�FRXUW�IRXQG�WKDW�WKH�IDWKHU��VXIIHUHG�D�FRQFUHWH�LQMXU\��EHFDXVH�KLV�VXSSRUW�RI�KLV�RWKHU�FKLOGUHQ�ZDV�QRW�FRQVLGHUHG��7KH�LVVXH�ZDV�WKHQ�FRQVLGHUHG��RQ�LWV�PHULWV���(DUOLHU�WKLV�\HDU��D�*HRUJLD�FRXUW GHWHUPLQHG�WKHLU�JXLGHOLQH�XQFRQVWLWXWLRQDO��7KH�LQWHUPHGLDWH�OHYHO�RI�UHYLHZ�ZDV�DSSOLHG�ZKHQ�WKH�FRXUW�GHWHUPLQHG��WKDW�PHQ�DUH�DGYHUVHO\�LPSDFWHG�E\�WKH�*XLGHOLQHV�DV�DSSOLHG WR�D�JURVVO\�GLVSURSRUWLRQDWH�GHJUHH��ZKLFK�FRQVWLWXWHV�DQ�LPSHUPLVVLEO\�GLVFULPLQDWRU\�HIIHFW�RQ�D�JURXS�EDVHG�XSRQ�WKHLU�JHQGHU���8SRQ�FRQVLGHUDWLRQ�RI�WKH�GHWDLOV��WKH�FRXUW�DGGHG�WKDW�WKH�JXLGHOLQHV�ZRXOG�KDYH�EHHQ�IRXQG�XQFRQVWLWXWLRQDO�HYHQ�LI�WKH�ORZHVW�OHYHO�RI�UHYLHZ�KDG�EHHQ�XVHG��7KH\�ERUH�QR�UDWLRQDO�UHODWLRQVKLS�WR�D�OHJLWLPDWH�JRYHUQPHQW�SXUSRVH��,V�WKLV�WRR�HDUO\�WR�FDOO�LW�D�WUHQG"�2QFH�RXWVLGH�WKH�EXEEOH�RI�EOLQG�DFFHSWDQFH��WZR�VWDWH�FRXUWV�KDYH�GHWHUPLQHG�WKDW�DUELWUDU\�FKLOG�VXSSRUW�ODZV�FDXVH�GDPDJH�WR�IDWKHUV�DQG�FKLOGUHQ�DQG�KDYH�GHFODUHG�WKHP�XQFRQVWLWXWLRQDO��)RUFLQJ�IODZHG�DQG�LOORJLFDO�UXOLQJV�RQ�SDUHQWV�GRHV�QRW�VHUYH�D�OHJLWLPDWH�JRYHUQPHQW�SXUSRVH����
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9LUJLQLD�&KLOG�6XSSRUW�3DQHO�WR�6XJJHVW�,QFUHDVH�6SHFLDO�,QWHUHVW�,QIOXHQFH�$SSDUHQW
5RJHU�)��*D\���������7KH�9LUJLQLD�6WDWH�&KLOG�6XSSRUW�*XLGHOLQH�5HYLHZ�3DQHO�KHOG�LWV�ODVW�PHHWLQJ�RQ�7XHVGD\�QLJKW��7KH�ILQDO�DFW�RI�WKH�SDQHO�ZDV�WR�YRWH�LQ�IDYRU�RI�DUELWUDU\�LQFUHDVHV�LQ�WKH�VWDWH
V�FKLOG�VXSSRUW�JXLGHOLQH��7KH��JXLGHOLQH� LV�D�ULJLG�IRUPXOD�XVHG�IRU�FDOFXODWLQJ�DZDUGV�LQ�DOO�FKLOG�VXSSRUW�FDVHV��6WDWH�FRXUW�MXGJHV�DUH�UHTXLUHG�E\�ODZ�WR�SUHVXPH�WKDW�WKH�IRUPXOD�SURYLGHV�WKH�FRUUHFW�DPRXQW�RI�FKLOG�VXSSRUW�WR�EH�DZDUGHG��7R�D�ODUJH�H[WHQW��WKH�UROH�RI�MXGLFLDO�GHFLVLRQ�PDNLQJ�LQ�HDFK�FDVH�KDV�EHHQ�UHSODFHG�E\�WKH�HQ�PDVVH SROLWLFDO�GHFLVLRQ�RQ�ZKDW�WKH�JXLGHOLQH�DPRXQWV�ZLOO�EH��6WDWHV�DUH�UHTXLUHG�E\�IHGHUDO�ODZ�WR�UHYLHZ�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV�DW�OHDVW�RQFH�HYHU\�IRXU�\HDUV��DQG�WR�DVVXUH�WKDW�WKHLU�XVH�UHVXOWV�LQ�DQ�DSSURSULDWH�DZDUG�LQ�HYHU\�FDVH��$FFRUGLQJ�WR�IHGHUDO�VWDWXWH��VWDWHV�FDQ�ORVH�IXQGV�IRU�IDLOXUH�WR�PHHW�WKH�UHTXLUHPHQW��%XW�WKURXJKRXW�WKH�WKLUWHHQ�\HDU�KLVWRU\�RI�WKH�ODZ��WKH�IHGHUDO�JRYHUQPHQW�KDV�QHYHU�DFWXDOO\�UHTXLUHG�DQ\�VWDWH�WR�SHUIRUP�D�WHFKQLFDOO\�YDOLG�UHYLHZ��1R�WHFKQLFDO�VWDQGDUG�RI�YDOLGDWLRQ�H[LVWV��OHDYLQJ�WKH�UHYLHZ�SURFHVV�WR�SROLWLFV�DQG�VSHFLDO�LQWHUHVWV��5HFRPPHQGDWLRQV�E\�WKH�SDQHO�JR�WR�9LUJLQLD�ODZPDNHUV�ZKR�WKHQ�FRQVLGHU�ZKHWKHU�WR�FKDQJH�WKH�JXLGHOLQHV��/HVV�WKDQ�D�PRQWK�DJR��LW�ZDV�UHSRUWHG�WKDW�WKH�SDQHO�YRWHG�WR�OHDYH�WKH�WHUP��FKLOG�VXSSRUW��XQGHILQHG��7KH�SDQHO�YRWHG�WR�FRQWLQXH�XVLQJ�WKH�H[LVWLQJ�GHILQLWLRQ��%XW�WKH�VWDWH�FKLOG�VXSSRUW�VWDWXWH GRHV�QRW�GHILQH�WKH�WHUP��QRU�GRHV�LW�SURYLGH�DQ\�VHW�RI�SULQFLSOHV IRU�GHFLGLQJ�ZKDW�DQ��DSSURSULDWH��DPRXQW�RI�FKLOG�VXSSRUW�LV��3DQHO�PHPEHU�0XUUD\�6WHLQEHUJ�UDLVHG�WKH�TXHVWLRQ�RI�D�GHILQLWLRQ�RQH�ODVW�WLPH�DQG�ZDV�WROG�WKDW�WKH�LVVXH�KDG�DOUHDG\�EHHQ�GLVFXVVHG�DQG�YRWHG�RQ��3UHVVLQJ�IXUWKHU��KH�UHFHLYHG�WKH�EROGHVW�DGPLVVLRQ�\HW�WKDW�WKH�SDQHO�KDV�EHHQ�VWHHUHG�E\�VSHFLDO�LQWHUHVWV��3RLQWLQJ�RXW�WKDW�QR�GHILQLWLRQ�H[LVWV�LQ�VWDWXWH��KH�DVNHG�VSHFLILFDOO\�IRU�WKH�H[LVWLQJ�GHILQLWLRQ�RI�WKH�WHUP��+H�ZDV�KDQGHG�D�OREE\LQJ�SDSHU�IURP�SULYDWH�FROOHFWLRQ�DJHQF\�UHSUHVHQWDWLYH�5REHUW�:LOOLDPV��:LOOLDPV�SURYLGHV�FROOHFWLRQ�VHUYLFHV�LQ�WKH�VWDWH��DQG�KLV�FRPSDQ\�NHHSV�DURXQG�RQH�WKLUG�RI�WKH�PRQH\�WKDW�IORZV�WKURXJK�KLV�RSHUDWLRQ��,QFUHDVHV�LQ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�RUGHUHG�LQFUHDVH�WKH�DPRXQW�RI�SURILW�UHFHLYHG�E\�KLV�FRPSDQ\��:LOOLDPV�ZDV�H[WUHPHO\�LQIOXHQWLDO�LQ�JHWWLQJ�WKH�VWDWH
V�IRUPXOD�VHW�WR�WKH�DUELWUDULO\�KLJK�OHYHO�LW�LV�WRGD\��,W�ZDV�WKLV�FROOHFWLRQ�LQGXVWU\�YLHZ�WKDW�WKH�SDQHO�LV�WUHDWLQJ�DV�ODZ��7KH�UHVSRQVH�FDPH�IURP�SDQHO�FKDLUPDQ�-RVHSK�6��&UDQH��&UDQH�LV�$VVLVWDQW�'LUHFWRU�RI�'LYLVLRQ�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�DQG�D�UHSUHVHQWDWLYH�RI�WKH�VWDWH
V�H[HFXWLYH�EUDQFK�RQ�WKH�SDQHO��7KH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP�UHFHLYHV�DGGLWLRQDO�IXQGLQJ�LQ�SURSRUWLRQ�WR�WKH�DPRXQW�RI�FKLOG�VXSSRUW�SDLG��7KHUHIRUH��DQ�LQFUHDVH�LQ�WKH�DPRXQW�RUGHUHG�ZLOO�LQFUHDVH�WKH�DPRXQW�WD[SD\HUV�SURYLGH�WR�WKH�'LYLVLRQ�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�WKURXJK�WKH�IHGHUDO�JRYHUQPHQW��7KH�UHVSRQVH�ZDV�LPPHGLDWHO\�VXSSRUWHG�E\�%LOO�%URZQILHOG��UHSUHVHQWLQJ�WKH�VWDWH�EDU�DVVRFLDWLRQ��DQG�FXVWRGLDO�SDUHQW�UHSUHVHQWDWLYH�&DWK\�%XUFK��8QMXVWLILDEO\ KLJK�SUHVXPSWLYH�DPRXQWV�DUH�DQ�LQGXFHPHQW�WR�SD\HUV�WR�ILJKW�RYHU�FKLOG�VXSSRUW��DQG�JHQHUDOO\�DJJUDYDWH�H[LVWLQJ�WHQVLRQV�EHWZHHQ�SDUHQWV��7KH�QXPEHU�RI�DSSHDOV�ILOHG�LQFUHDVHG�VKRUWO\�DIWHU�SUHVXPSWLYH�IRUPXOD�FDPH�LQWR�XVH��7KH�ILQDQFLDO�DGYDQWDJH�WR�FXVWRGLDO�SDUHQWV�LV�REYLRXV��7KH�VFHQH�GUDPDWLFDOO\�LOOXVWUDWHG�KRZ�UHYLHZ�SDQHOV�DUH�VWDFNHG�ZLWK�SHRSOH�UHSUHVHQWLQJ�VSHFLDO�LQWHUHVWV��6HULRXV�FRQVLGHUDWRLQ�RI�WKH�QHHGV�RI�FKLOGUHQ�DQG�IDLUQHVV�WR�WKRVH�ZKR�DUH�RUGHUHG�WR�SD\�QHYHU�PDGH�LW�WR�WKH�SDQHO
V�DJHQGD��7KH�SDQHO�LQYLWHG�'U��:LOOLDP�0��5RGJHUV�,,,��DQ�DVVLVWDQW�SURIHVVRU�RI�HFRQRPLFV�DW�7KH�&ROOHJH�RI�:LOOLDP�DQG�0DU\��WR�SURYLGH�DQ��HFRQRPLF�DQDO\VLV��WR�DLG�WKH�SDQHO�LQ�LWV�GHFLVLRQV���1R�UHODWLRQ�WR�FKLOG�VXSSRUW�HFRQRPLFV�FRQVXOWDQW�0DUN�5RJHUV��(FRQRPLF�,QGLFDWRUV�&RP���'U��5RGJHUV�DOWHUHG�WKH�ZD\�QXPHULF�WDEOH�YDOXHV�KDYH�EHHQ�FDOFXODWHG��7KH�WDEOH�LV�XVHG�E\�FRPELQLQJ�WKH�VHSDUDWHG�SDUHQWV�LQFRPH�WR�ORRN�XS�DQ�DPRXQW�LQ�WKH�WDEOH��7KDW�DPRXQW�LV�UHJDUGHG�DV�WKH�EDVLF�VXSSRUW�REOLJDWLRQ��HYHQ�WKRXJK�LW�LV�XQUHODWHG�WR�ZKDW�SDUHQWV�LQYROYHG�LQ�WKH�FKLOG�VXSSRUW�GHFLVLRQ�VSHQG�FDULQJ�IRU�FKLOGUHQ��7KH�WDEOH�YDOXHV�DUH�VDLG�WR�EH�EDVHG�RQ�HVWLPDWHV�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�LQ�WZR�SDUHQW�IDPLOLHV��%\�FRPELQLQJ�WKH�SDUHQWV
�LQFRPH�DQG�XVLQJ�WKH�ORRNXS�WDEOH��LWV�GHVLJQHUV�FODLP�WKDW�FRXUWV�KDYH�DQ�HVWLPDWH�RI�ZKDW�WKH�SDUHQWV�VKRXOG�EH�VSHQGLQJ�RQ�WKHLU�FKLOGUHQ�LI�WKH\�ZHUH�OLYLQJ�WRJHWKHU�LQ�DQ�LQWDFW�KRXVHKROG��%XW�WKH��HVWLPDWHV��DOVR�LQFOXGH�DUELWUDULO\�KLJK�DPRXQWV�RI�DGXOW�VSHQGLQJ��HVSHFLDOO\�RQ�KRXVLQJ�DQG�WUDQVSRUWDWLRQ��'U��5RGJHUV
�VXJJHVWLRQ�ZDV�EDVHG�RQ�DQ�DUELWUDU\�LQFUHDVH�LQ�WKH�DOUHDG\�DUELWUDULO\�KLJK�SRUWLRQ�RI�LQWDFW�IDPLO\�KRXVLQJ�H[SHQGLWXUH�LQFOXGHG�LQ�WKH�HVWLPDWH��VLPSO\�E\�GHVLJQDWLQJ�D�KLJKHU�SHUFHQW�RI�LQWDFW�IDPLO\�VSHQGLQJ�RQ�KRXVLQJ�DV��IRU�WKH�FKLOGUHQ���,Q�KLV�ZULWWHQ�UHSRUW�WR�WKH�SDQHO��'U��5RGJHUV�DVVHUWHG�WKDW�WKH�WDEOH�YDOXHV�QHHGHG�WR�EH�XSGDWHG�LQ�UHVSRQVH�WR�LQIODWLRQ��+H�WKHQ�PRGLILHG�WKH�FDOFXODWLRQ�XVHG�WR�GHWHUPLQH�WDEOH�YDOXHV�LQ�D�ZD\�WKDW�DUELWUDULO\�LQFUHDVHG�WKH�YDOXHV��7KH�WDEOH�LV�GHVLJQHG�WR�LQFUHDVH�FKLOG�VXSSRUW�LQ�UHODWLRQ�WR�SDUHQWDO�LQFRPH��HVSHFLDOO\�WKDW�RI�WKH�SD\LQJ�SDUHQW��&KLOG�VXSSRUW�DPRXQWV�LQFUHDVH�DV�WKH�SD\HU
V�LQFRPH�LQFUHDVHV��7KHUH�LV�QR�UHODWLRQVKLS�EHWZHHQ�ZKDW�LW�FRVWV�WKH�FXVWRGLDO�SDUHQW�WR�FDUH�IRU�WKH�FKLOG�DQG�WKH�DPRXQW�GHWHUPLQHG�E\�WKH�IRUPXOD��5REHUW�:LOOLDPV�KDV�PDGH�VLPLODU�VXJJHVWLRQV�WR�LQFUHDVH�WKH�WDEOH�GXH�WR�LQIODWLRQ�LQ�VHYHUDO�VWDWHV��LQFOXGLQJ�9LUJLQLD��7KDW�VXJJHVWLRQ�ZDV�UHMHFWHG�E\�WKH�SUHYLRXV�9LUJLQLD�SDQHO��,I�WDEOH�YDOXHV�DUH�UHJXODUO\�LQFUHDVHG�LQ�UHODWLRQ�WR�LQIODWLRQ��DV�D�UXOH��WKH\�ZRXOG�HYHQWXDOO\�EH�KLJKHU�WKDQ�WKH�SDUHQWV
�LQFRPH��$QG�WKHQ�WKH\�ZRXOG�FRQWLQXH�WR�ULVH��$W�WKH�KLJK�HQG�RI�WKH�WDEOH��'U��5RGJHUV�VXJJHVWHG�DQ�DQQXDO�H[SHQGLWXUH�RQ�RQH�FKLOG�RI���������SHU�\HDU��ZHOO�H[FHHGLQJ�����SHUFHQW�RI�WKH�SRYHUW\�OLQH�WKDW�KH�VXJJHVWV�DV�WKH�DOORZHG�VHOI�VXSSRUW�UHVHUYH�IRU�SDUHQWV��.HHSLQJ�LQ�PLQG�WKDW�WKLV�LV�WD[�IUHH�LQFRPH��KH�VXJJHVWHG�WKDW�D�FKLOG�VKRXOG�EH�SURYLGHG�ZLWK�DQ�LQFRPH�WKDW�LV�LQ�EHWZHHQ�WKH�DFWXDO�PHDQ�LQFRPHV�RI�VLQJOH�DGXOW�PHQ�DQG�ZRPHQ�LQ�WKH�8QLWHG�6WDWHV��7KH�OHYHO�RI�LQFRPH�ZRXOG�EH�VXIILFLHQW�IRU�WKH�FKLOG�WR�FDUH�IRU�KLV�RZQ�IDPLO\�LQGHSHQGHQWO\�RI�KLV�SDUHQWV��
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7KLV�ZRXOG�EH�DQ�H[WUD�KLJK�LQFUHDVH�DW�WKH�WRS�HQG�RI�WKH�WDEOH��+LV�UHDVRQ�IRU�WKH�VXJJHVWLRQ�PD\�EH�GLIILFXOW�IRU�SHRSOH�WR�GLJHVW��+LV�UHSRUW�VD\V�WKDW�KH�GRHV�QRW�KDYH�VXIILFLHQW�GDWD�IRU�DQ�DQDO\VLV�RI�KLJK�LQFRPH�IDPLOLHV��7KHUHIRUH��ODFNLQJ�DQ\�EDVLV��KH�GHFLGHG�WR�VXJJHVW�D�GUDPDWLF�LQFUHDVH�LQ�WKH�H[LVWLQJ�JXLGHOLQH���$GGLQJ�LQVXOW�WR�LQMXU\���VDLG�0U��6WHLQEHUJ��LV�ZKDW�WKH�SDQHO�GHFLGHG�WR�GR�RQ�WKH�TXHVWLRQ�RI�YLVLWDWLRQ�FUHGLW��7KH�EDVLF�DPRXQW�RI�FKLOG�VXSSRUW�FDOFXODWHG�E\�XVH�RI�WKH�WDEOH�GRHV�QRW�LQFOXGH�DQ\�FRQVLGHUDWLRQ�IRU�WKH�SRVVLELOLW\�WKDW�WKH�SDUHQW�SD\LQJ�FKLOG�VXSSRUW�FDUHV�RI�WKH�FKLOGUHQ�SDUW�RI�WKH�\HDU��GXULQJ�GHVLJQDWHG�YLVLWDWLRQ�SHULRGV��7KH�VWDWH
V�IRUPXOD�IRU�SURYLGLQJ�FUHGLW�IRU�YLVLWDWLRQ�LV�GHVLJQHG�WR�GHQ\�FUHGLW�IRU�YLVLWDWLRQ���6HH�&KLOG�6XSSRUW
V�:DFN\�0DWK���3D\HUV�FDQ�FKDOOHQJH�WKH�ULJLG�HQIRUFHPHQW�RI�WKH�IRUPXOD�E\�FODLPLQJ�KDUGVKLS ZKHQ�SD\LQJ�VXSSRUW�WZLFH��WR�WKH�FXVWRGLDO�SDUHQW�DV�ZHOO�DV�GLUHFWO\�ZKLOH�WKH�FKLOGUHQ�DUH�LQ�KLV�FDUH���)DFWRU�1R����LQ�WKH�VWDWH
V�UHEXWWDO�FULWHULD�OLVW���$FFRUGLQJ�WR�0U��6WHLQEHUJ��WKH�SDQHO�ZLOO�VWDWH�WKDW�WKH�EDVLF�IRUPXOD�DVVXPHV�������GD\V�YLVLWDWLRQ�SHU�\HDU��7KHUH�LV�LQ�IDFW��QR�UHGXFWLRQ�LQ�WKH�EDVLF�SUHVXPSWLYH�FDOFXODWHG�DPRXQW�UHIOHFWLQJ�DQ\�YLVLWDWLRQ���7KLV�PHDQV�WKDW�IDFWRU�1R����RI�WKH�UHEXWWDEOH�IDFWRUV�ZKLFK�DOORZ�\RX�WR�DVN�IRU�D�UHGXFWLRQ�IRU�PRQH\�VSHQW�RQ�WKH�FKLOG�GXULQJ�FRXUW�RUGHUHG�YLVLWDWLRQ�LV�HIIHFWLYHO\�HOLPLQDWHG��6HFRQGO\��LI�D�QRQFXVWRGLDO�GRHV�QRW�KDYH�DQG�H[HUFLVH�IURP����WR����GD\V�RI�YLVLWDWLRQ�D�\HDU��WKH�FXVWRGLDO�SDUHQW�FDQ�DVN�WKH�MXGJH�WR�LQFUHDVH�WKH�SUHVXPSWLYH�DPRXQW���
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,QWURGXFWLRQ�WR�WKH�,QFRPH�6KDUHV�&KLOG�6XSSRUW�*XLGHOLQH,QFRPH�6KDUHV�0RGHO�9LRODWHV�'XH�3URFHVV
5RJHU�)��*D\����������&DOFXODWLQJ�WKH�DPRXQW�WKDW�SDUHQWV�DUH�RUGHUHG�WR�SD\�DV�FKLOG�VXSSRUW�LQYROYHV�WKH�XVH�RI�D�ULJLG�IRUPXOD�NQRZQ�DV�D��FKLOG�VXSSRUW�JXLGHOLQH���7KH�DPRXQW�GHWHUPLQHG�E\�XVH�RI�D�VWDWH
V�JXLGHOLQH�LV�OHJDOO\�SUHVXPHG�FRUUHFW�LQ�DOO�FKLOG�VXSSRUW�FDVHV��7KLV�SUDFWLFH�EHJDQ�LQ�ODWH�������LQ�UHVSRQVH�WR�D�QHZO\�HVWDEOLVKHG�FRQGLWLRQ IRU�HOLJLELOLW\�IRU�IHGHUDO�IXQGLQJ�RI�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP��$OWKRXJK�SDUHQWV�KDYH�D�OHJDO�ULJKW�WR�FKDOOHQJH�WKH�SUHVXPSWLYH�DPRXQW��GHVLJQ�RI�WKH�PDWKHPDWLFDO�IRUPXODH�DQG�VWDWH�VWDWXWHV�LQ�ZKLFK�WKH\�DUH�DSSOLHG�KDYH�QRW�GHYHORSHG�VXIILFLHQWO\�LQ�VXSSRUW�RI�UHDVRQDEOH�FKDOOHQJHV��7KH�UHVXOW�KDV�EHHQ�D�GUDPDWLF�DUELWUDU\�LQFUHDVH�LQ�WKH�DPRXQWV�FRXUWV�RUGHU�LQ�FKLOG�VXSSRUW�FDVHV��
�3URPRWHUV�FODLPHG�WKDW�WKH�,QFRPH�6KDUHV�PRGHO�ZDV�GHULYHG�IURP�JXLGHOLQHV�WKDW�ZHUH�DOUHDG\�LQ�XVH�DQG�WKDW�LW�FRUUHVSRQGV�WR�WUDGLWLRQDO�FKLOG�VXSSRUW�ODZ��1HLWKHU�RI�WKHVH�FODLPV�LV�WUXH��

,Q�RUGHU�WR�UHPDLQ�HOLJLEOH�IRU�IHGHUDO�IXQGLQJ��VWDWHV�DUH�UHTXLUHG�WR�UHYLHZ�WKHLU�JXLGHOLQHV�DW�OHDVW�RQFH�HYHU\�IRXU�\HDUV��7KH�VWDWXWRU\�SXUSRVH�RI�WKH�UHYLHZ�LV�WR�DVVXUH�WKDW�XVH�RI�D�JXLGHOLQH�UHVXOWV�LQ�DQ�DSSURSULDWH�DZDUG�LQ�HYHU\�FDVH��,QGLDQD�DQG�9LUJLQLD�DUH�DPRQJ�WKH�VWDWHV�FXUUHQWO\�UHYLHZLQJ�WKHLU�JXLGHOLQHV��7KH\�DUH�DPRQJ�WKH����VWDWHV WKDW�EDVH�WKHLU�JXLGHOLQH�GHVLJQ�RQ�ZKDW�LV�NQRZQ�DV�WKH��,QFRPH�6KDUHV�PRGHO���$OWKRXJK�WKLV�LV�WKH�PRVW�SRSXODU�JXLGHOLQH�GHVLJQ�LQ�WKH�FRXQWU\��IHZ�SHRSOH�XQGHUVWDQG�LWV�RULJLQ��KLVWRU\��DQG�FKDUDFWHU��1R�VWDWH�KDV�HYHU�VKRZQ�WKDW�XVH�RI�DQ�,QFRPH�6KDUHV�JXLGHOLQH�UHVXOWV�LQ�DSSURSULDWH�FKLOG�VXSSRUW�DZDUGV��$OWKRXJK�VWDWHV�JR�WKURXJK�WKH�PRWLRQV�RI�UHYLHZV�RQ�VFKHGXOH��WKH�UHTXLUHPHQW�WR�DVVXUH�DSSURSULDWH�UHVXOWV�KDV�QHYHU�EHHQ�PHW��6R�IDU��QRW�RQH�VLQJOH�VWDWH�KDV�LQYHQWHG�RU�DSSOLHG�D�WHFKQLFDOO\�YDOLG�UHYLHZ�SURFHGXUH��3URPRWHUV�FODLPHG�WKDW�WKH�,QFRPH�6KDUHV�PRGHO�ZDV�GHULYHG�IURP�JXLGHOLQHV�WKDW�ZHUH�DOUHDG\�LQ�XVH�DQG�WKDW�LW�FRUUHVSRQGV�WR�WUDGLWLRQDO�FKLOG�VXSSRUW�ODZ��1HLWKHU�RI�WKHVH�FODLPV�LV�WUXH��7KH\�FODLP�WKDW�WKH�PRGHO�LV�VXSSRUWHG�E\�HFRQRPLF�GDWD�DQG�HFRQRPLF�VWXGLHV��7KHVH�FODLPV�DUH�DOVR�IDOVH��&RQWUDGLFWLQJ�WKHLU�FODLP�WKDW�WKH�,QFRPH�6KDUHV�PRGHO�FRUUHVSRQGHG�WR�HVWDEOLVKHG�ODZ�ZDV�WKHLU�FODLP�WKDW�RUGHUV�PDGH�XQGHU�HVWDEOLVKHG�ODZ�ZHUH��LQDGHTXDWH��DQG�QHHGHG WR�EH�LQFUHDVHG�E\�D�SUHVXPSWLYHO\�FRUUHFW�IRUPXOD�VLPLODU�WR�WKH�,QFRPH�6KDUHV�PRGHO��7KH�FODLP�RI�LQDSSURSULDWH�RUGHUV�XQGHU�WUDGLWLRQDO�ODZ��H[SODLQHG�EHORZ��LV�DOVR�IDOVH��6XUURXQGLQJ�WKHVH�VSHFLILF�FODLPV�ZHUH�WKH�PRUH�JHQHUDO�FODLPV�LQFRUSRUDWHG�LQWR��GHDGEHDW�GDG��SROLWLFDO�SURSDJDQGD��7KHVH�JHQHUDO�FODLPV�ZHUH�DOVR�IDOVH�DQG�LOORJLFDO��6XSSRUWHUV�FODLPHG�WKDW�PHQ�RIWHQ�DEDQGRQHG�ZLYHV�DQG�FKLOGUHQ�OHDYLQJ�WKHP�GHSHQGHQW�RQ�SXEOLF�VXSSRUW��(YHQ�LI�WUXH��LQFUHDVLQJ�RQH�PDQ
V�FKLOG�VXSSRUW�RUGHU�GRHV�QRW�LQFUHDVH�WKH�UHJXODULW\�RI�DQRWKHU�PDQ
V�SD\PHQWV���)RU�PRUH�LQIRUPDWLRQ�UHODWHG�WR�WKH�JHQHUDO�FODLPV��VHH�'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV��3UHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW�JXLGHOLQHV�JHQHUDOO\�KDYH�WKHLU�RULJLQ�LQ�6HQDWH�KHDULQJV�RQ�ZHOIDUH�UHIRUP�KHOG�E\�'DQLHO�3DWULFN�0R\QLKDQ��5HIRUPHUV�ZDQWHG�WR�XVH�ULJLG�IRUPXODH��MXVW�DV�VRFLDOLVW�FRXQWULHV�GR��LQ�SODFH�RI�SULQFLSOHG�FDVH�E\�FDVH�GHFLVLRQ�PDNLQJ�DV�UHTXLUHG�E\�FRQVWLWXWLRQDO�ODZ��6HQDWRU�0R\QLKDQ�JULOOHG�ZLWQHVVHV�IRU�HYLGHQFH�RI�D�YDOLG�WHFKQLFDO�EDVLV�IRU�VXFK�IRUPXODH��EXW�ZLWQHVVHV�ZHUH�XQDEOH�WR�SURGXFH�LW��1R�UHVHDUFK�KDG�EHHQ�SHUIRUPHG�WR�GHILQH�WKH�LGHD�LQ�GHWDLO�DQG�WHVW�LW��6XSSRUWHUV�RI�WKH�LGHD�EHJDQ�VSUHDGLQJ�WKH�UXPRU�WKDW�WKH�WUDGLWLRQDO�SURFHVV�RI�DZDUGLQJ�FKLOG�VXSSRUW�ZDV�QRQ�XQLIRUP�DQG�XQSUHGLFWDEOH��$Q�RIW�UHSHDWHG�FRPSODLQW��7ZR�IDWKHUV�OLYLQJ�LQ�WKH�VDPH�QHLJKERUKRRG�ZKR�JR�WR�WKH�VDPH�MRE�ZLWK�WKH�VDPH�LQFRPH�FDQ�SD\�GLIIHUHQW�DPRXQWV�RI�FKLOG�VXSSRUW�
�3UHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW�JXLGHOLQHV�JHQHUDOO\�KDYH�WKHLU�RULJLQ�LQ�6HQDWH�KHDULQJV�RQ�ZHOIDUH�UHIRUP�KHOG�E\�'DQLHO�3DWULFN�0R\QLKDQ��5HIRUPHUV�ZDQWHG�WR�XVH�ULJLG�IRUPXODH��MXVW�DV�VRFLDOLVW�FRXQWULHV�GR��LQ�SODFH�RI�SULQFLSOHG�FDVH�E\�FDVH�GHFLVLRQ�PDNLQJ�DV�UHTXLUHG�E\�FRQVWLWXWLRQDO�ODZ��

7KH�FULWLFLVP�ZDV�VXSSRUWHG�E\�D�VLPSOH�PDJLF�WULFN��$Q�HTXDWLRQ�ZRXOG�EH�XVHG�WKDW�GLG�QRW�DFFRXQW�IRU�LPSRUWDQW�PLWLJDWLQJ�IDFWRUV�VXFK�DV�YLVLWDWLRQ�DUUDQJHPHQWV�DQG�WKH�PRWKHU
V�LQFRPH��2QH PLJKW�IRU�H[DPSOH�FDOFXODWH�D�IL[HG�SHUFHQW�RI�WKH�SD\HU
V�LQFRPH��7KH�HTXDWLRQ�ZRXOG�SURGXFH�UHVXOWV�WKDW�GLIIHUHG�IURP�DFWXDO�RUGHUV�WKDW�GLG�WDNH�VXFK�IDFWV�LQWR�DFFRXQW��3UHWHQGLQJ�WKH�VLPSOH�HTXDWLRQ�JDYH�WKH�FRUUHFW�DQVZHU�FUHDWHG�WKH�LOOXVLRQ�WKDW�DFWXDO�DPRXQWV�LQ�RUGHUV�ZHUH�GHWHUPLQHG�DW�UDQGRP��7KH�ILUVW�,QFRPH�6KDUHV�JXLGHOLQH��VLPLODU�WR�WKRVH�LQ�XVH�WRGD\��ZDV�FUHDWHG�E\�:LOOLDP�+HZLWW�IRU�WKH�1DWLRQDO�&HQWHU�IRU�6WDWH�&RXUWV��1&6&��LQ������DV�D�WULDO�LQYHVWLJDWLRQ�IRU�WKH�:DVKLQJWRQ�6WDWH�$VVRFLDWLRQ�RI�6XSHULRU�&RXUW�-XGJHV��>�@�1&6&�ZDV�D�SRZHUIXO�GULYLQJ�IRUFH�EHKLQG�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�DV�ZH�NQRZ�WKHP�WRGD\��7KH�SULPDU\�IXQFWLRQ�RI�WKLV�&RQJUHVVLRQDO�RUJDQL]DWLRQ�LV�WR�EULQJ�VWDWHV�LQWR�FRPSOLDQFH�ZLWK�FHQWUDO�IHGHUDO�DGPLQLVWUDWLRQ��+HZLWW�FRQFOXGHG�WKDW�WKH�IRUPXOD�ZDV�LQDSSURSULDWH�IRU�XVH�DV�D�FKLOG�VXSSRUW�JXLGHOLQH��+H�ZDV�SDUWLFXODUO\�FULWLFDO�RI�WKH�FHQWUDO�FRPSRQHQW�RI�LWV�GHVLJQ��WKH�VR�FDOOHG��HVWLPDWH�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��GHULYHG�IURP�QDWLRQDO�IDPLO\�VSHQGLQJ�GDWD��,Q�KLV�UHSRUW�KH�VXJJHVWHG�WKDW��������D�VLPSOH�PHWKRGRORJ\�ZKLFK�H[SOLFLWO\�UHOLHV�RQ��XVHU�RSLQLRQ��ZLOO�EH�PRUH�HIIHFWLYH�LQ�PRYLQJ�SUDFWLFHV�PRUH�XQLIRUPO\�WRZDUG�D�IDLU�VWDQGDUG�WKDQ�GRHV�UHOLDQFH�RQ�RSDTXH�DQG�KLJKO\�GHULYDWLYH�H[SHUW�LQWHUSUHWDWLRQV�RI�H[LVWLQJ�EXW�IXQGDPHQWDOO\�RII�WDUJHW�SULPDU\�HFRQRPLF�GDWD�.QRZLQJ�ZKDW�ZKROH�IDPLOLHV�VSHQG�GRHV�QRW�WHOO�XV�ZKDW�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�LV�DQG�FHUWDLQO\�GRHV�QRW�WHOO�XV�ZKDW�D�MXVW�DQG�DSSURSULDWH�FKLOG�VXSSRUW�RUGHU�LV���([SHUWV��ZHUH�PDNLQJ�XS�DQVZHUV�WKDW�ZHUH�QRW�XVHIXO�LQ�PDNLQJ�DSSURSULDWH�FKLOG�VXSSRUW�GHFLVLRQV���2Q�WKLV�SRLQW��VHH�DOVR�&KLOG�6XSSRUW
V�:DFN\�0DWK���7KH�FKDLQ RI�GHFHSWLRQ�LQ�VXSSRUW�RI�WKH�,QFRPH�6KDUHV�PRGHO�EHJDQ�ZLWK�D�SROLWLFDOO\�LQYROYHG�DVVLVWDQW�SURIHVVRU�RI�SV\FKRORJ\�DW�WKH�8QLYHUVLW\�RI�1RUWK�&DUROLQD��5RQDOG�+DVNLQV��ZKR�ODWHU�EHFDPH�D�OHDG�DQDO\VW�RQ�ZHOIDUH�UHIRUP�IRU�WKH�5HSXEOLFDQ�FRQJUHVVLRQDO�

http://www.mensnewsdaily.com/stories/gay072402.htm
http://www.mensnewsdaily.com/stories/gay072302.htm
http://www.ncsl.org/programs/cyf/models.htm
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=45&PART=302&SECTION=56&YEAR=2001&TYPE=TEXT
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VWDII��ZURWH�D�UHSRUW�IXQGHG�E\�WKH�8�6��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2&6(���>�@�+DVNLQV�VXJJHVWHG�WKDW�UHTXLULQJ�WKH�XVH�RI�HLWKHU�RI�WZR�IRUPXODH�LQ�DOO�FKLOG�VXSSRUW�FDVHV�ZRXOG�UHVXOW�LQ�D�����SHUFHQW�LQFUHDVH�LQ�WKH�DPRXQW�RUGHUHG�QDWLRQZLGH��5DWKHU�WKDQ�UHDFKLQJ�WKH�REYLRXV�FRQFOXVLRQ�WKDW�WKH�HTXDWLRQV�SURGXFHG�LQDSSURSULDWH�UHVXOWV��+DVNLQV�FODLPHG�WKDW�H[LVWLQJ�FKLOG�VXSSRUW�DZDUGV�ZHUH�WRR�ORZ��%\�GRLQJ�VR�KH�LPSOLHG�D�YDVW�FRQVSLUDF\�E\�SULPDULO\�PDOH�MXGJHV�DJDLQVW�ZRPHQ�DQG�FKLOGUHQ��+H�GXEEHG�WKH�GLIIHUHQFH�EHWZHHQ�WKH�UHVXOWV�RI�WKH�HTXDWLRQV�DQG�H[LVWLQJ�RUGHUV�WKH��DGHTXDF\�JDS��LQ�FKLOG�VXSSRUW�DZDUGV��1HZV�RI�+DVNLQV
��DGHTXDF\�JDS��TXLFNO\�VSUHDG�WKURXJK�VLPLODUO\�SROLWLFDOO\�LQFOLQHG�DFDGHPLFV��VSHFLDO�LQWHUHVW�JURXSV��DQG�DV�VHQVDWLRQDO�QHZV�RQ�UDGLR�DQG�LQ�QHZVSDSHUV��$Q�DVWRQLVKHG�QDWLRQ�ZDV�WROG�WKDW�WKH�V\VWHP�IRU�GHWHUPLQLQJ�FKLOG�VXSSRUW�RUGHUV�HVWDEOLVKHG�LQ�WKH�VKDGRZ�RI�WKH�&RQVWLWXWLRQ�KDG�WR�FKDQJH��
�+DVNLQV�FODLPHG�WKDW�H[LVWLQJ�FKLOG�VXSSRUW�DZDUGV�ZHUH�WRR�ORZ��%\�GRLQJ�VR�KH�LPSOLHG�D�YDVW�FRQVSLUDF\�E\�SULPDULO\�PDOH�MXGJHV�DJDLQVW�ZRPHQ�DQG�FKLOGUHQ��+H�GXEEHG�WKH�GLIIHUHQFH�EHWZHHQ�WKH�UHVXOWV�RI�WKH�HTXDWLRQV�DQG�H[LVWLQJ�RUGHUV�WKH��DGHTXDF\�JDS��LQ�FKLOG�VXSSRUW�DZDUGV��

7KH�DGHTXDF\�JDS�LQ�+DVNLQV
�UHVHDUFK�PHWKRG�ZDV�VR�ZLGH�WKDW�WKHUH�LV�OLWWOH�UHDVRQ�WR�EHOLHYH�LQ�WKH�KRQHVW\�RI�DQ\�FRPSHWHQW�DQDO\VW�ZKR�UHOLHG�RQ�LW��3HRSOH�URXWLQHO\�FRPSODLQ�DERXW�LWV�IDXOWV��ZKLFK�DUH�VWLOO�ZLWK�XV�WRGD\��$�*HRUJLD�FRXUW�UHFHQWO\�FLWHG�VRPH�RI�WKH�VDPH�IDXOWV�DV�SDUW�RI�WKH�JURXQGV�IRU�GHFODULQJ�WKHLU�JXLGHOLQH�XQFRQVWLWXWLRQDO���HYHQ�WKRXJK�*HRUJLD�XVHV�D�GLIIHUHQW�JXLGHOLQH�PRGHO���+DVNLQV�GLG�QRW�LQFOXGH�FRQVLGHUDWLRQ�RI�YLVLWDWLRQ��WD[�FRQVHTXHQFHV�DQG�RWKHU�PLWLJDWLQJ�IDFWRUV��+H�GLG�QRW�LQ�IDFW��DSSO\�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��+H�PHUHO\�VKRZHG�WKDW�LI�DQ�HTXDWLRQ�LV�XVHG�WKDW�SURGXFHV�DUELWUDULO\�KLJK�UHVXOWV��WKHQ�UHVXOWV�ZLOO�EH�DUELWUDULO\�KLJK��+H�KDG�QR�EDVLV�ZKDWVRHYHU�IRU�FRQFOXGLQJ�WKDW�H[LVWLQJ�FKLOG�VXSSRUW�RUGHUV�ZHUH�LQFRUUHFW��$V�SDUW�RI�WKH &KLOG�6XSSRUW�(QIRUFHPHQW�$PHQGPHQWV�RI�������&RQJUHVV�IXQGHG�DVVLVWDQFH�WR�WKH�VWDWHV�LQ�GHYHORSPHQW�RI�FKLOG�VXSSRUW�JXLGHOLQHV�DQG�FKDUJHG�2&6(�ZLWK�UHVSRQVLELOLW\�IRU�WKH�SURMHFW��5REHUW�:LOOLDPV��WKH�PRVW�ZHOO�NQRZQ�,QFRPH�6KDUHV�SURPRWHU��KDG�QR�SUHYLRXV�KLVWRU\�RI�UHVHDUFK�LQ�GHYHORSPHQW�RI�FKLOG�VXSSRUW�JXLGHOLQHV�DQG�IRXQGHG�3ROLF\�6WXGLHV��,QF��DV�D�QHZ�FRQVXOWLQJ�EXVLQHVV��2&6(�JDYH�WKH�FRQWUDFW�WR�5REHUW�:LOOLDPV�RI�3ROLF\�6WXGLHV��,QF��:LOOLDPV�LV�D�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU ZKRVH�FRPSDQ\�NHHSV�DURXQG�RQH�WKLUG�RI�WKH�FKLOG�VXSSRUW�LW�FROOHFWV��'ULYLQJ�RUGHUV�KLJKHU�SURGXFHV�PRUH�FDVHV�RI�GHEW�DQG�KLJKHU�DYHUDJH�GHEW�GLUHFWO\�LQFUHDVLQJ�KLV�SURILW��:LWKRXW�MXVWLILFDWLRQ��:LOOLDPV�WUHDWHG�+DVNLQV
��DGHTXDF\�JDS��DV�D�VFLHQWLILFDOO\�YDOLG�SKHQRPHQRQ��,Q�WKH�ILUVW�IHZ�SDJHV�RI�KLV�ILQDO�UHSRUW�>�@�:LOOLDPV�FLWHV�+DVNLQV
�FRQFOXVLRQ�DV�IDFW�DQG�HVWDEOLVKHV�WKH�GH�IDFWR JRDO�RI�KLV�GHVLJQ��WR�PDQLSXODWH�WKH�DPRXQW�RI�FKLOG�VXSSRUW�RUGHUHG�QDWLRQZLGH�WR�DQ�DPHQGHG�����SHUFHQW�RI�ZKDW�LW�ZRXOG�EH�LI�GHFLGHG�E\�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��:LOOLDPV�DOVR�XVHG�D�UHSRUW�E\�7KRPDV�(VSHQVKDGH�>�@�DV�WKH�SULPDU\�HFRQRPLF�VWXG\�XSRQ�ZKLFK�KLV�YHUVLRQ�RI�WKH�,QFRPH�6KDUHV�PRGHO�ZDV�EDVHG��(VSHQVKDGH�LV�DQ�H[SHUW�RQ�LPPLJUDWLRQ�ZKR�EHFDPH�LQWHUHVWHG�LQ�IDPLO\�SODQQLQJ�LVVXHV��+LV�VXPPHU�H[SORUDWRU\�UHVHDUFK�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�IDLOHG�WR�SURGXFH�SURSHU�VFLHQWLILF�UHVXOWV��+LV�HVWLPDWH�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�ZDV�ERUQ�RIIXGJH�IDFWRUV XVHG�LQ�KLV�FDOFXODWLRQV��,�UDUHO\�PHQWLRQ�(VSHQVKDGH�LQ�P\�FULWLTXHV�EHFDXVH�,�ILQG�OLWWOH�UHDVRQ�WR�FULWLFL]H�DQ�DFDGHPLF�IRU�H[SORUDWRU\�UHVHDUFK��7R�P\�NQRZOHGJH��(VSHQVKDGH�QHYHU�FODLPHG�WR�KDYH�SHUIRUPHG�DQ\�UHVHDUFK�RQ�GHVLJQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�QRU�GLG�KH�HYHU�DSSURYH�RI�WKH�XVH�RI�KLV�HVWLPDWH�LQ�:LOOLDPV
�,QFRPH�6KDUHV�PRGHO��%HFDXVH�KLV�ZRUN�EHFDPH�LPSRUWDQW�WR�FKLOG�VXSSRUW�JXLGHOLQH�DFWLYLWLHV�LW�PXVW�EH�FULWLFDOO\�UHYLHZHG�QRQHWKHOHVV��
�2&6(�JDYH�WKH�FRQWUDFW�WR�5REHUW�:LOOLDPV�RI�3ROLF\�6WXGLHV��,QF��:LOOLDPV�LV�D�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU ZKRVH�FRPSDQ\�NHHSV�DURXQG�RQH�WKLUG�RI�WKH�FKLOG�VXSSRUW�LW�FROOHFWV��'ULYLQJ�RUGHUV�KLJKHU�SURGXFHV�PRUH�FDVHV�RI�GHEW�DQG�KLJKHU�DYHUDJH�GHEW�GLUHFWO\�LQFUHDVLQJ�KLV�SURILW��

(VSHQVKDGH�IDLOHG�WR�ILQG�D�YDOLG�PHWKRG�IRU�DFFXUDWHO\�HVWLPDWLQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�IURP�QDWLRQDO�IDPLO\�VSHQGLQJ�GDWD��7KH�PDMRU�FULWLFLVP�,�KDYH�IRU�KLV�UHSRUW�LV�WKDW�KH�GLG�QRW�UHSRUW�WKH�IDLOXUH��+H�VD\V�DJDLQ�DQG�DJDLQ�ZKDW�KH�ZDQWV�WR�DFFRPSOLVK�DQG�SUHVHQWV�KLV�HVWLPDWH��OHDYLQJ�UHDGHUV�WR�DVVXPH�WKH\�DUH�ORRNLQJ�DW�D�VFLHQWLILFDOO\�YDOLG��DFFXUDWH��JHQHUDO�SXUSRVH�HVWLPDWH�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��,W�LV�OHIW�WR�KLJKO\�FRPSHWHQW�DQDO\VWV�WR�VWXG\�KLV�UHVXOWV��HTXDWLRQV��DQG�IRRWQRWHV�WR�HTXDWLRQV�YHU\�FDUHIXOO\�WR�GLVFRYHU�WKH�WUXWK��7KLV�LV�DOVR�D�ZHDNQHVV�LQ�WKH�UHVHDUFK�SURFHVV�RI�WKH�8UEDQ�,QVWLWXWH�WKDW�SXEOLVKHG��SURPRWHG��DQG�VROG�KLV�UHSRUW��(VSHQVKDGH
V�VWXG\�ZDV�DSSDUHQWO\�QRW�DGHTXDWHO\�UHYLHZHG�EHIRUH�SXEOLFDWLRQ��8QLYHUVLW\�RI�&KLFDJR�UHVHDUFKHUV�(GZDUG�/D]HDU�DQG�5REHUW�0LFKDHO�UHYLHZHG�H[LVWLQJ�PHWKRGV�RI�HVWLPDWLQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�ZKHQ�WU\LQJ�WR�GHYHORS�D�WKHRU\�IRU�GLYLGLQJ�H[SHQVHV�EHWZHHQ�LQGLYLGXDOV�ZLWKLQ�KRXVHKROGV��>�@�7KH\�FRQFOXGHG�WKDW��������WKH�SUHVXPSWLRQ�WKDW�XQGHUOLHV�WKH�IRFXV�RI�PXFK�RI�WKH�HPSLULFDO�UHVHDUFK�DQG�SROLF\�GHEDWH�RQ�LQFRPH�GLVWULEXWLRQ�VHHPV�ERUQ�RI�LJQRUDQFH�DQG�LV�VXSSRUWHG�E\�QHLWKHU�WKHRU\�QRU�IDFW�,�DJUHH��7KH�FRVW�RI�UDLVLQJ�FKLOGUHQ�HVWLPDWHV�XVHG�LQ�FKLOG�VXSSRUW�JXLGHOLQHV�WRGD\�ZHUH�ERUQ�RI�LJQRUDQFH�DQG�DUH�VXSSRUWHG�E\�QHLWKHU�WKHRU\�QRU�IDFW��7KH\�ZRXOG�EH�LQDSSURSULDWH�IRU�XVH�LQ�FKLOG�VXSSRUW�JXLGHOLQHV�HYHQ�LI�WKDW�ZHUH�QRW�WUXH��(VSHQVKDGH
V�HVWLPDWH�ZDV�IRU�WZR�SDUHQW�IDPLOLHV�UDWKHU�WKDQ�VLQJOH�SDUHQW�KRXVHKROGV��7KH�UHODWLRQVKLS�EHWZHHQ�DYHUDJH�VSHQGLQJ�LQ�WZR�SDUHQW�IDPLOLHV�DQG�VSHQGLQJ�RQ�FKLOGUHQ�LQ��EURNHQ�KRPHV��LV�PDWKHPDWLFDOO\�UDQGRP��7KH�VWDQGDUG�RI�OLYLQJ�WKDW�PLJKW�H[LVW�LI�WKH�SDUHQWV�UHPDLQHG�WRJHWKHU�ZDV�RQH�RI�PDQ\�PLWLJDWLQJ�IDFWRUV�LQ�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��0RUH�LPSRUWDQW�KRZHYHU�ZHUH�WKH�DFWXDO�FLUFXPVWDQFHV�RI�WKH�SDUHQWV�DQG�FKLOGUHQ��3URPRWHUV�RI�WKH�,QFRPH�6KDUHV�PRGHO�ZHUH�FODLPLQJ�DQ��HFRQRPLF�EDVLV��IRU�WKHLU�PRGHO��%XW�WKH�HFRQRPLFV�RI�WKH�LQWDFW�IDPLO\�DUH�XQUHODWHG�WR�WKH�UHDO�OLIH�FLUFXPVWDQFHV�RI�WKH�SHRSOH�LQYROYHG�ZLWK�FRXUW�RUGHUHG�FKLOG�VXSSRUW��

http://www.fathermag.com/907/child-support/
http://www.fathermag.com/907/child-support/
http://www.fathermag.com/907/child-support/
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'HVSLWH�WKH�LPSRUWDQFH�RI�WKH�FODLP�RI�VFLHQWLILF�YDOLGLW\�RU�YDOLG�RSLQLRQ�EDVHG�RQ��HFRQRPLF�VWXGLHV���QRWKLQJ�UHODWHG�WR�WKH�FKDLQ�RI��VWXGLHV��LQYROYHG�LQ�WKH�GHYHORSPHQW�RI�WKH�,QFRPH�6KDUHV�PRGHO�ZDV�HYHU�HVWDEOLVKHG�E\�VFLHQWLILF�SURFHVV��1R�SDUW�RI�LW�ZDV�WHVWHG��1RWKLQJ�ZDV�YDOLGDWHG��1RWKLQJ�ZDV�WULHG�DQG�WUXH��6XSHUILFLDOO\��DFFHSWDQFH�RI�:LOOLDPV
�ZRUN�ZDV�DLGHG�E\�WKH�LQFOXVLRQ�RI�D�KLJKO\�TXDOLILHG�DGYLVRU\�SDQHO�WKDW�PDGH�UHFRPPHQGDWLRQV�XSRQ�ZKLFK�WKH�WHFKQLFDO�ZRUN�VKRXOG�KDYH�EHHQ�EDVHG��%XW�WKH�,QFRPH�6KDUHV�PRGHO�GHSDUWHG�VR�IDU�IURP�WKH�DGYLVRU\�SDQHO
V�UHFRPPHQGDWLRQV�WKDW�LW�HDUQHG�DQ�DQJU\�FULWLTXH�E\�SDQHO�PHPEHU�DQG�ODZ�SURIHVVRU�+DUU\�.UDXVH��SXEOLVKHG�LQ�WKH�8QLYHUVLW\�RI�,OOLQRLV�/DZ�5HYLHZ��>�@�7KH�,QFRPH�6KDUHV�PRGHO�GRHV�QRW�FRUUHVSRQG�WR�WKH�WKLQNLQJ�RI�WKH�DGYLVRU\�SDQHO��0RUH�GHHSO\�KRZHYHU��SROLWLFDO�DFFHSWDQFH�RI�:LOOLDPV
�PRGHO�LQ�WKH�VWDWHV�ZDV�GULYHQ�E\�WKH�IHGHUDO�IXQGLQJ�PHFKDQLVP��ZKLFK�ZDV�WLHG�WR�WKH�DPRXQW�RI�FKLOG�VXSSRUW��FROOHFWHG���7KH�QHZ�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP�EHJDQ�HQUROOLQJ�WKH�EHVW�SD\HUV�DQG�FRXQWHG�DOO�SD\PHQWV�DV��FROOHFWLRQV���%\�LQIODWLQJ�WKH�DPRXQW��FROOHFWHG��LQ�WKLV�ZD\��WKH�SURJUDP�UHFHLYHG�PRUH�IXQGLQJ��$UELWUDULO\�LQFUHDVLQJ�WKH�DPRXQW�DZDUGHG�LQFUHDVHG�WKH�DPRXQW�SDLG��DQG�WKHUHIRUH�LQFUHDVHG�WKH�DPRXQW�RI�IHGHUDO�IXQGV�UHFHLYHG��&RPSODLQWV�DERXW�WKH��HFRQRPLF�HVWLPDWHV��ZHUH�VR�FRPPRQ�WKDW�WKHUH�ZDV�D�SROLWLFDO�UHDFWLRQ��$V�SDUW�RI�WKH�)DPLO\�6XSSRUW�$FW�RI�������&RQJUHVV�DJDLQ�FUHDWHG�D�OLQH�LWHP�VSHFLILF�WR�WKH�WHFKQLFDO�GHYHORSPHQW�RI�JXLGHOLQHV��7KLV�WLPH��WKH\�FKDUJHG�WKH�2&6(�ZLWK�WKH�WDVN�RI�XSGDWLQJ�WKH�HVWLPDWHV�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��7KH�MRE�ZHQW�WR�8QLYHUVLW\�RI�1RWUH�'DPH�PDFUR�HFRQRPLVW�'DYLG�%HWVRQ��
�7KH�FRVW�RI�UDLVLQJ�FKLOGUHQ�HVWLPDWHV�XVHG�LQ�FKLOG�VXSSRUW�JXLGHOLQHV�WRGD\�ZHUH�ERUQ�RI�LJQRUDQFH�DQG�DUH�VXSSRUWHG�E\�QHLWKHU�WKHRU\�QRU�IDFW��

%HWVRQ��ZKR�KROGV�DQ�0�$��DQG�3K�'��LQ�HFRQRPLFV�IURP�WKH�8QLYHUVLW\�RI�:LVFRQVLQ�0DGLVRQ��ZDV�D�UHVHDUFK�DVVRFLDWH�DW�WKH�:LVFRQVLQ�,QVWLWXWH�IRU�5HVHDUFK�RQ�3RYHUW\�ZKHQ�LW�ZDV�KHDGHG�E\�,UZLQ�*DUILQNHO��*DUILQNHO�LV�WKH�DFDGHPLF�ZKR�LPSRUWHG�WKH�VHFRQG�PRVW�XVHG�FKLOG�VXSSRUW�JXLGHOLQH��NQRZQ�DV�WKH�3HUFHQW�RI�,QFRPH�IRUPXOD��DORQJ�ZLWK�D�VXLWH�RI�SROLFLHV�IURP�VRFLDOLVW�FRXQWULHV��7KH�SROLFLHV�ZHUH�EXQGOHG�LQWR�ZKDW�EHFDPH�NQRZQ�DV�WKH��:LVFRQVLQ�0RGHO��IRU�ZHOIDUH�UHIRUP��7KH�:LVFRQVLQ�0RGHO�EHFDPH WKH�PRGHO�IRU�QDWLRQDO�UHIRUP�DQG�OHG�WR�WKH�DSSRLQWPHQW�RI�:LVFRQVLQ
V�JRYHUQRU�7RPP\�7KRPSVRQ�WR�KLV�FXUUHQW�SRVLWLRQ�DV�6HFUHWDU\�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��%HWVRQ�ZDV�D�UHVHDUFK�IHOORZ�DW�WKH�LQVWLWXWH�IURP�����������DQG�LV�FXUUHQWO\�D�UHVHDUFK�DIILOLDWH��%HWVRQ�EHJDQ�KLV�TXHVW�ZLWK�WKH�DSSDUHQW�QDwYHWp RI�D�PDFUR�HFRQRPLVW�GHOYLQJ�IRU�WKH�ILUVW�WLPH�LQWR�PLFUR�PLFUR�HFRQRPLF�LVVXHV��(YHU\RQH�HOVH�KDG�GRQH�SRRUO\�EXW�KH�ZRXOG�GR�EHWWHU��KH�WKRXJKW��,Q�WKH�HQG��KH�SURGXFHG�VHYHUDO�GUDPDWLFDOO\�GLIIHUHQW�HVWLPDWHV�DQG�FRXOG�QRW�SURYLGH�D�VLQJOH�UDWLRQDO�UHDVRQ�WR�SUHIHU�RQH�RYHU�DQ\�RWKHU��>�@�+H�GLG�KRZHYHU�H[SUHVV�D�SHUVRQDO�SUHIHUHQFH�IRU�WKH�HVWLPDWH�FRPLQJ�FORVHVW�WR�(VSHQVKDGH
V��WKXV�SURYLGLQJ�SROLWLFDO�VXSSRUW�IRU�:LOOLDPV
�PRGHO�DQG�LQGLUHFWO\�OHQGLQJ�FUHGHQFH�WR�WKH�DUELWUDULO\�KLJK�UHVXOWV�RI�WKH�3HUFHQW�RI�,QFRPH�IRUPXOD�LQWURGXFHG�E\�,UZLQ�*DUILQNHO��$�VHFRQG�UHSRUW�ZDV�FUHDWHG�E\�FRQVXOWLQJ�ILUP�/HZLQ�,&)��>�@�7KH�/HZLQ�UHSRUW�PDJLFDOO\�SURGXFHG�D�FOHDU�IDYRULWH�FODLPLQJ�%HWVRQ
V�VWXG\ DV�WKH�VRXUFH��EXW�DFWXDOO\�FRQWUDGLFWLQJ�WKH�DEVROXWH�LQFRQFOXVLYHQHVV�RI�%HWVRQ
V�VFLHQWLILF�UHVXOW��7KH�HVWLPDWH�VHOHFWHG�ZDV�WKH�RQH�WKDW�FDPH�FORVHVW�WR�(VSHQVKDGH
V��7KLV�,�VXSSRVH��WR�VRPHRQH�QRW�WKH�OHDVW�ELW�VHULRXV�DERXW�KRQHVW\��PLJKW�EH�UHJDUGHG�DV�WKH�H[SHUW�FRQVHQVXV�VRPH�,QFRPH�6KDUHV�SURPRWHUV�FRQWHQG�H[LVWV��7KH�/HZLQ�UHSRUW�ZDV�FUHDWHG�WR�IXOILOO�D�UHTXLUHPHQW�IRU�D�UHSRUW�WR�&RQJUHVV�DQG�/HZLQ�ZDV�UHTXLUHG�WR�WDNH�SXEOLF�FRPPHQW�LQWR�FRQVLGHUDWLRQ��&RPSHWHQW�SURIHVVLRQDO�DQDO\VWV�DQG�HFRQRPLVWV�FULWLFL]HG�WKH�HVWLPDWHV�EXW�/HZLQ�GLVPLVVHG�DOO�FULWLFLVP�ZLWK�D�VKRUW�FRPPHQW��)DWKHUV�ZHUH�FRPSODLQLQJ�EHFDXVH�WKH\�ZDQWHG�WR�SD\�OHVV�FKLOG�VXSSRUW��,W�ZDV�DW�WKLV�SRLQW�WKDW�IDWKHUV
�ULJKWV�DGYRFDWHV�PD\�KDYH�PDGH�WKHLU�ELJJHVW�PLVWDNH��DOWKRXJK�LW�ZDV�GLIILFXOW�WR�UHFRJQL]H�DW�WKH�WLPH��:LOOLDPV�SUHWHQGHG�WR�KDYH�YDOLG��HFRQRPLF�VWXGLHV��VXSSRUWLQJ�KLV�GHVLJQ��,Q�IDFW��KH�FODLPHG�WKDW�WKH�,QFRPH�6KDUHV�PRGHO�ZDV�EDVHG�GLUHFWO\�RQ��HFRQRPLF�GDWD���1HLWKHU�FODLP�ZDV�WUXH�DQG�LW�VHHPHG�QDWXUDO�DQG�ORJLFDO�WR�DWWDFN�WKHVH�DOOHJHG�IDFWV��$WWHPSWV�ZHUH�PDGH�WR�GR�MXVW�WKDW�E\�SURGXFLQJ�DOWHUQDWLYH�HFRQRPLF�VWXGLHV�XVLQJ�WKH�VDPH�GDWD�DQG�FRPSDUDEOH�PHWKRGRORJ\��%XW�WKDW�OHG�WR�D�WUDS��1RW�RQO\�ZDV�WKH�,QFRPH�6KDUHV�JXLGHOLQH�QHYHU�VXEMHFWHG�WR�VHULRXV�WHFKQLFDO�UHYLHZ��LW�ZRXOG�QRW�IDFH�MXGLFLDO�VFUXWLQ\�HLWKHU��/HJDO�FKDOOHQJHV�ZHUH�ILOHG�LQ�PRUH�WKDQ�RQH�VWDWH�EXW�FRXUWV�SODFHG�D�YHU\�KHDY\�EXUGHQ�RQ�FKDOOHQJHUV�WR�SURYH�WKH�JXLGHOLQHV�ZHUH�ZURQJ��$�YDOLG�HVWLPDWH�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�EDVHG�RQ�QDWLRQDO�IDPLO\�VSHQGLQJ�GDWD�EHFDPH�WKH�KRO\�JUDLO�RI�JXLGHOLQH�GHEDWH��7KHUH�ZHUH�SOHQW\�RI�UXPRUV��VSHFXODWLRQ��DQG�DWWHPSWV�WR�ILQG�LW�EXW�QR�RQH�ZDV�HYHU�DEOH�WR�KROG�LW�LQ�WKHLU�KDQG�DQG�VD\��+HUH�LW�LV���1DWLRQDO�IDPLO\�VSHQGLQJ�GDWD�VKRZV�WKDW�ZKROH�IDPLOLHV�GLIIHU��RIWHQ�GUDPDWLFDOO\��LQ�WKHLU�VSHQGLQJ�EHKDYLRU��7KH�GDWD�RQ�VSHQGLQJ�E\�DQG�IRU�LQGLYLGXDO�IDPLO\�PHPEHUV��LQFOXGLQJ�FKLOGUHQ��LV�JURVVO\�LQDGHTXDWH��(YHQ�LI�LW�ZDV�SRVVLEOH�WR�GHULYH�WKH�DYHUDJH�FRVW�RI�UDLVLQJ�FKLOGUHQ�IURP�WKDW�GDWD��LW�LV�QRW���WKH�DYHUDJH�ZRXOG�QRW�GHVFULEH�ZKDW�D�W\SLFDO�IDPLO\�VSHQGV��7KHUH�LV�QR�ZD\�WR�GHULYH�DQ�DFFXUDWH�RQH�VL]H�ILWV�DOO�HVWLPDWH�RI��WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��IURP�QDWLRQDO�IDPLO\�VSHQGLQJ�GDWD��&KDOOHQJHUV�FRXOG�SURYH�QRWKLQJ��2I�FRXUVH��,QFRPH�6KDUHV�DGYRFDWHV�FRXOG�QRW�SURYH�WKHLU�FDVH�HLWKHU�EXW�WKH\�GLG�QRW�QHHG�WR��:KHUH�DQ�,QFRPH�6KDUHV�JXLGHOLQH�KDG�DOUHDG\�EHFRPH�ODZ�WKH\�ZRQ�E\�GHIDXOW��&RXUWV�DUH�YHU\�PXFK�WR�EODPH�IRU�KDYLQJ�FUHDWHG�WKH�WUDS�WKDW�FKDOOHQJHUV�IRXQG�WKHPVHOYHV�LQ��8VLQJ�SUHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW�JXLGHOLQHV�LQ�WKH�DEVHQFH�RI�GHILQLWLRQV�DQG�SULQFLSOHV�WKDW�FDQ�EH�XVHG�WR�FKDOOHQJH�WKHP�LV�D�GLUHFW�DQG�REYLRXV�WKUHDW�WR�GXH�SURFHVV��'XH�SURFHVV�LV�D�IXQGDPHQWDO�ULJKW��7KHUHIRUH�WKH�KLJKHVW�OHYHO RI�VFUXWLQ\�LV�UHTXLUHG�ZKHQ�UHYLHZLQJ�FKLOG�VXSSRUW�JXLGHOLQHV��,QVWHDG��FRXUWV�FRQVLVWHQWO\�DSSOLHG�WKH�YHU\�ORZHVW�IRUP�RI�UHYLHZ��DFFHSWLQJ�WKH�JXLGHOLQHV�UHJDUGOHVV�RI�HYHQ�WKH�PRVW�REYLRXV�IODZV�PHUHO\�EHFDXVH�WKH\�DSSURYHG�JHQHUDOO\�RI�WKH�DXWKRULW\�RI�VWDWHV�WR�RUGHU�SD\PHQW�RI�FKLOG�VXSSRUW��
�&RXUWV�DUH�YHU\�PXFK�WR�EODPH�IRU�KDYLQJ�FUHDWHG�WKH�WUDS�WKDW�FKDOOHQJHUV�IRXQG�WKHPVHOYHV�LQ��8VLQJ�SUHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW�JXLGHOLQHV�LQ�WKH�DEVHQFH�RI�GHILQLWLRQV�DQG�SULQFLSOHV�WKDW�FDQ�EH�XVHG�WR�FKDOOHQJH�WKHP�LV�D�GLUHFW�DQG�REYLRXV�WKUHDW�WR�
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http://www.mensnewsdaily.com/stories/gay032002.htm
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GXH�SURFHVV��
(FRQRPLF�VWXGLHV��XVLQJ�IXQGDPHQWDOO\�RII�WDUJHW�GDWD��FRXOG�QRW�SURYLGH�FRPSHOOLQJ�VFLHQWLILF�SURRI�RI�DQ\WKLQJ��7KH\�ZHUH�WKHUHIRUH�QRW�XVHIXO�LQ�PHHWLQJ�WKH�VWDQGDUG�RI�SURRI�WKDW�WKH�FRXUWV�UHTXLUHG��(FRQRPLF�VWXGLHV�FRXOG�QRW�VKRZ�ZKHWKHU�WKH�JRYHUQPHQW�ZDV�SXUVXLQJ�D�OHJLWLPDWH�REMHFWLYH�RU�DFWLQJ�LQ�D�FRPSOHWHO\��DUELWUDU\�DQG�LUUDWLRQDO��ZD\��&RXUWV�UHVSRQGHG�WKDW�RUGHULQJ�WKH�SD\PHQW�RI�FKLOG�VXSSRUW�LV�D�OHJLWLPDWH�REMHFWLYH�DQG�QRW�DUELWUDU\�DQG�LUUDWLRQDO��7KH�HFRQRPLF�DQDO\VLV�RI�WKH�GD\�E\�(VSHQVKDGH��:LOOLDPV��%HWVRQ��DQG�JXLGHOLQH�FKDOOHQJHUV�GLG�QRW�VXIILFLHQWO\�DGGUHVV�WKH�HVVHQWLDO�OHJDO�LVVXHV��7KH�IDFW�WKDW�FKDOOHQJHUV�ZHUH�XQDEOH�WR�SURGXFH�D�VFLHQWLILF�UHVXOW�E\ XVLQJ�WKH�VDPH�WHFKQLFDO�DSSURDFK�DV�GHIHQGHUV�RQO\�VHUYHG�WR�SURGXFH�WKH�IDOVH�LPSUHVVLRQ�WKDW�LW�LV�LPSRVVLEOH�WR�UHDFK�DQ�REMHFWLYH�FKLOG�VXSSRUW�GHFLVLRQ��,Q�3�2�3�6��Y�*DUGQHU��WKH�8�6���WK�&LUFXLW�&RXUW�RI�$SSHDOV�VDLG��7KH�WDEOH�GRHV�QRW�SXUSRUW�WR�SURYLGH�PHUHO\�IRU�WKH�FKLOG
V�VXEVLVWHQFH��UDWKHU�LW�LV�GHVLJQHG�WR�VXVWDLQ�WKH�FKLOG�DW�D�VWDQGDUG�RI�OLYLQJ�FRQFRPLWDQW�ZLWK�KHU�GLYRUFLQJ�SDUHQWV
�LQFRPH��7KH�PHDVXUH�RI�WKDW�VWDQGDUG�LV�VXEMHFWLYH� >HPSKDVLV�DGGHG@�+DG�WKRVH�FKDOOHQJLQJ�WKH�JXLGHOLQHV�WDNHQ�RQH�VWHS�EDFN�IURP�WKH�QXPHULF�GDWD��WKH\�ZRXOG�KDYH�IRXQG�:LOOLDPV
�DQDO\VLV�DQG�ORJLF�RQ�WKH�ZKROH�HQWLUHO\�EDVHOHVV��ILOOHG�ZLWK�WHFKQLFDO�HUURU��DQG�LQ�D�ZRUG�± JRRI\��7KH�,QFRPH�6KDUHV�PRGHO GLG�QRW�FRUUHVSRQG�WR�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ�DQG�PLVKDQGOHG�HYHU\�DVSHFW�RI�FKLOG�VXSSRUW�GHFLVLRQ�PDNLQJ��(YHQ�LI�WKH�QXPHULF�LQIRUPDWLRQ�XVHG�LQ�WKH�,QFRPH�6KDUHV�PRGHO�KDG�EHHQ�FUHGLEOH��:LOOLDPV
�LQWHUSUHWDWLRQ�RI�WKH�GDWD��DQDO\VLV��DQG�UHFRPPHQGDWLRQV�ZHUH�QRW��+DG�WKH\�VWHSSHG�EDFN�D�OLWWOH�IDUWKHU��WKH\�ZRXOG�KDYH�QRWLFHG�WKH�GUDPDWLF�FKDQJH�LQ�FKLOG�VXSSRUW�VWDWXWHV��7KH�GHILQLWLRQ�RI�WKH�WHUP��FKLOG�VXSSRUW��ZDV�VXGGHQO\�PLVVLQJ�DORQJ�ZLWK�WKH�IXQGDPHQWDO�SULQFLSOHV�XSRQ�ZKLFK�FKLOG�VXSSRUW�DZDUGV�ZHUH�EDVHG��1RW�RQO\�GLG�WKH�,QFRPH�6KDUHV�PRGHO�QRW�FRUUHVSRQG�WR�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��LW�GRHV�QRW�FRUUHVSRQG�WR�DQ\�VHW�RI�UDWLRQDO�GHFLVLRQ�SULQFLSOHV�QRU�DQ\�UHDVRQDEOH�GHILQLWLRQ�RI�FKLOG�VXSSRUW��,W�FRXOG�RQO\�EH�LPSOHPHQWHG�LQ�WKH�DEVHQFH�RI�VXFK�GHILQLWLRQV�DQG�SULQFLSOHV�LQ�WKH�VWDWXWHV��:KHQ�WKH�*HRUJLD�JXLGHOLQHV�ZHUH�GHFODUHG�XQFRQVWLWXWLRQDO HDUOLHU�WKLV�\HDU��WKH�FULWLFDO�GLIIHUHQFH�ZDV�WKH�OHYHO�RI�UHYLHZ XVHG�E\�WKH�FRXUW��$OWKRXJK�,�DP�FRQYLQFHG�WKDW�WKH�KLJKHVW�VWDQGDUG�RI�UHYLHZ���VWULFW�VFUXWLQ\���LV�UHTXLUHG�ZKHQ�GHFLGLQJ�WKH�FRQVWLWXWLRQDOLW\�RI�JXLGHOLQHV��WKH�*HRUJLD�FRXUW�XVHG�DQ�LQWHUPHGLDWH�OHYHO�RI�UHYLHZ��7KLV�ZDV�VXIILFLHQW��$Q\�UHYLHZ�PRUH�SURELQJ�WKDQ�EOLQG�DFFHSWDQFH�ZLOO�UHYHDO�WKH�DEVXUGLW\�RI�ERWK�3HUFHQW�RI�,QFRPH�DQG�WKH�,QFRPH�6KDUHV�W\SH�JXLGHOLQHV��2QFH�EH\RQG�EOLQG�DFFHSWDQFH��RQFH�FRXUWV�DFWXDOO\�WDNH�D�FRPSHWHQW�ORRN��LW�EHFRPHV�DSSDUHQW�WKDW�FXUUHQW�JXLGHOLQHV�IDLO�HYHQ�WKH�ORZHVW�OHYHO�RI�UHYLHZ��7KH�*HRUJLD�GHFLVLRQ�VD\V�WKLV��)XUWKHU��LI�WKLV�&RXUW�ZHUH�RQO\�WR�DSSO\�WKH�ORZHVW�VWDQGDUG�RI�VFUXWLQ\��L�H���ZKHWKHU�WKH�*XLGHOLQHV�ERUH�D�UDWLRQDO�UHODWLRQVKLS�WR�D�OHJLWLPDWH�JRYHUQPHQW�SXUSRVH��WKH�*XLGHOLQHV�ZRXOG�VWLOO�IDLO��2QFH�,QFRPH�6KDUHV�JXLGHOLQHV�ZHUH�SROLWLFDOO\�DGRSWHG�LQ�PDQ\�VWDWHV�WKH�QHZ�DUJXPHQW�IRU�WKHLU�FRQWLQXHG�XVH�ZDV�HVWDEOLVKHG��WKDW�VWDWHV�XVH�WKH�,QFRPH�6KDUHV�JXLGHOLQH��6WDWHV�WKDW�DGRSWHG�ORZHU�JXLGHOLQHV�ZHUH�IDFHG�ZLWK�WKH�DUJXPHQW�WKDW�WKH\�ZHUH�WRR�ORZ�EHFDXVH�WKH\�ZHUH�ORZHU�WKDQ�RWKHU�VWDWHV��-XVW�DV�LQ�+DVNLQV�LQLWLDO��VWXG\���KLJKHU�ZDV�WUHDWHG�DV�EHLQJ�FRUUHFW��6WDWHV�ZHUH�DOVR�UHPLQGHG�WKDW�LQFUHDVLQJ�WKH�DPRXQW�RUGHUHG�ZRXOG�HQWLWOH�WKHP�WR�KLJKHU�OHYHOV�RI�IHGHUDO�IXQGLQJ��7KLV�ZRXOG�EH�WUXH�VR�ORQJ�DV�UHJXODWRUV�FRQWLQXHG�WR�LJQRUH�UHYLHZ�UHTXLUHPHQWV�DQG�FRXUWV�LJQRUHG�GXH�SURFHVV��7KH�DEVHQFH�RI�DQ\�UDWLRQDO�EDVLV�IRU�WKH�,QFRPH�6KDUHV�JXLGHOLQH�EHFDPH�LQFUHDVLQJO\�GLIILFXOW�WR�LJQRUH�HYHQ�JLYHQ�WKH�H[FXVH�WKDW�RWKHU�VWDWHV�GLG�LW� (YHQWXDOO\�D�QHZ�H[SODQDWLRQ�ZDV�DGRSWHG��7KH�,QFRPH�6KDUHV�PRGHO�VHHNV�WR�PDLQWDLQ�WKH�VWDQGDUG�RI�OLYLQJ�LQ�WKH�FXVWRGLDO�SDUHQW�KRPH�WKDW�PLJKW�H[LVW�LI�WKH�SDUHQWV�OLYHG�WRJHWKHU��$OWKRXJK�WKH�VWDQGDUG�RI�OLYLQJ�WKDW�WKH�SDUHQWV�WRJHWKHU�FDQ�SURYLGH�ZDV�D�WUDGLWLRQDO�FRQVLGHUDWLRQ��WKH�H[SODQDWLRQ�JLYHQ�E\�,QFRPH�6KDUHV�SURPRWHUV�LV�D�SHUYHUVLRQ�RI�WUDGLWLRQDO�FKLOG�VXSSRUW�ODZ�DQG�DQ�LGHD�WKDW�VWDWH�FRXUWV�KDG�H[SOLFLWO\�UHMHFWHG�SULRU�WR�IHGHUDO�UHIRUPV��,Q�SRVW�GLYRUFH�FLUFXPVWDQFHV�WKHLU�LGHD�LV�LPSUDFWLFDO�DQG�FRQWUDGLFWRU\�WR�WKH�FRQFHSW�RI�FKLOG�VXSSRUW��ZKLFK�LV�OLPLWHG�WR�VXSSRUWLQJ�FKLOGUHQ��,W�LV�DQ�HVWDEOLVKHG�VFLHQWLILF�IDFW�WKDW�LQ�SRVW�GLYRUFH�FLUFXPVWDQFHV��DGKHUHQFH�WR�VXFK�D�JRDO�OHDGV�WR�WKH�LQFOXVLRQ�RI�DOLPRQ\�LQ�FKLOG�VXSSRUW�DZDUGV��$Q�DOWHUQDWLYH�PHWKRG�IRU�FDOFXODWLQJ�FKLOG�VXSSRUW��NQRZQ�DV�WKH�VWDQGDUG�RI�OLYLQJ�HTXDOL]DWLRQ�PHWKRG��ZDV�UHMHFWHG�E\�DOO�VWDWHV�VSHFLILFDOO\�EHFDXVH�LW�LV�LOOHJDO�WR�LQFOXGH�DOLPRQ\�RU�VSRXVDO�VXSSRUW�LQ�D�FKLOG�VXSSRUW�DZDUG��:KHQ�WKH�3HUFHQW�RI�,QFRPH�IRUPXOD�ZDV�GHFODUHG�XQFRQVWLWXWLRQDO�LQ�*HRUJLD�WKH�LQFOXVLRQ�RI��KLGGHQ�DOLPRQ\��ZDV�JLYHQ�DV�RQH�RI�WKH�UHDVRQV��:KDW�PDQ\�SHRSOH�FDQ�VHH�HYHQ�ZLWKRXW�GHWDLOHG�DQDO\WLFDO�FKDUWV�DQG�JUDSKV�LV�WKDW�UHVXOWV�JLYHQ�E\�,QFRPH�6KDUHV�JXLGHOLQHV�DUH�RIWHQ�LUUDWLRQDO�DQG�LQDSSURSULDWH��,Q�WKHLU�LQLWLDO�IRUP��EDVHG�GLUHFWO\�RQ�:LOOLDPV
�UDZ�WKHRU\��SUHVXPSWLYH�FKLOG�VXSSRUW�RUGHUV�ZHUH�RIWHQ�PRUH�WKDQ�WKH�SD\HU
V�QHW�LQFRPH��7KLV�SUREOHP�ZDV�RQO\�SDUWLDOO\�FRUUHFWHG�E\�DUELWUDULO\�ORZHULQJ�WKH�JXLGHOLQHV
�QXPHULF�WDEOH�DW�WKH�ORZ�HQG�DQG�ODWHU�VHWWLQJ�KDUG�OLPLWV��7KH�QXPEHUV�DQG�ORJLF�ZHUH�QRW�YDOLG�DW�WKH�KLJK�HQG�HLWKHU�EXW�WKH�IDFW�WKDW�KLJKHU�LQFRPH�SD\HUV�ZHUH�DEOH�WR�SD\�GLG�QRW�IRUFH FKDQJH��
�:KHQ�WKH�3HUFHQW�RI�,QFRPH�IRUPXOD�ZDV�GHFODUHG�XQFRQVWLWXWLRQDO�LQ�*HRUJLD�WKH�LQFOXVLRQ�RI��KLGGHQ�DOLPRQ\��ZDV�JLYHQ�DV�RQH�RI�WKH�UHDVRQV��

2WKHU�REYLRXV�LQGLFDWLRQV�DUH�IRXQG�LQ�GHDOLQJ�ZLWK�SDUHQWLQJ�WLPH��:KHQ�WZR�SDUHQWV�ZLWK�HTXDO�LQFRPH�VSHQG�QHDUO\�HTXDO�WLPH�DQG�PRQH\�FDULQJ�IRU�WKHLU�FKLOGUHQ��RQH�SDUHQW�FDQ�VWLOO�EH�RUGHUHG�WR�SD\�D�ODUJH�DPRXQW�WR�WKH�RWKHU��3HRSOH�KDYH�DOVR�QRWLFHG�WKDW�,QFRPH�6KDUHV�JXLGHOLQHV�GR�QRW�UHDVRQDEO\�DFFRXQW�IRU�LQGLYLGXDO�FDWHJRULHV�RI�VSHQGLQJ�VXFK�DV�KRXVLQJ��WUDQVSRUWDWLRQ��DQG�HQWHUWDLQPHQW�DQG�WKDW�WKH\�GR�QRW�SURSHUO\�DFFRXQW�IRU�VXFK�IDFWRUV�DV�GHSHQGHQW�WD[�EHQHILWV�DQG�PHGLFDO�H[SHQVHV��DPRQJ�RWKHU�WKLQJV��)HGHUDO�ODZ�LQFOXGHV�DQRWKHU�UHTXLUHPHQW�IRU�HOLJLELOLW\�WR�UHFHLYH�IHGHUDO�IXQGV��WKH�LQFOXVLRQ�RI��GHYLDWLRQ�FULWHULD��LQ�VWDWH�VWDWXWHV��7KHVH�FULWHULD�W\SLFDOO\�GR�QRW�SURYLGH�WKH�EDVLF�GHILQLWLRQV�DQG�SULQFLSOHV�QHFHVVDU\�WR�GHWHUPLQH�ZKHWKHU�WKH�SUHVXPSWLYH�DPRXQW�LV�
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MXVW�DQG�DSSURSULDWH��,QVWHDG��WKH\�W\SLFDOO\�SURYLGH�YHU\�UHVWULFWLYH�DGGLWLRQV�WR�WKH�JXLGHOLQH�ZLWKRXW�VSHFLILF�VXSSRUWLQJ�PDWKHPDWLFDO�SURFHGXUHV��0RVW�RIWHQ�WKH\�VXSSRUW�RQO\�XSZDUG�GHYLDWLRQV�IURP�WKH�EDVLF�FDOFXODWLRQ��6XFK�DGGLWLRQV�GR�QRW�SURYLGH�WKH�PLVVLQJ�LQJUHGLHQW�WKDW�OHDGV�WR��MXVW�DQG�DSSURSULDWH��FKLOG VXSSRUW�DZDUGV��7KH�ODZ�SUHVXPHV�WKDW�WKH�DPRXQW�FDOFXODWHG�E\�XVH�RI�D�JXLGHOLQH�LV�WKH�FRUUHFW�DPRXQW�WR�EH�DZDUGHG��7KLV�SUHVXPSWLRQ�FUHDWHV�D�GLUHFW�DQG�REYLRXV�WKUHDW�WR�GXH�SURFHVV�RI�ODZ��,I�WKH�SUHVXPSWLRQ�LV�LQFRUUHFW�LQ�HYHQ�RQH�FDVH��WKHQ�WKH ODZ�LV�XQFRQVWLWXWLRQDO��,QFRPH�6KDUHV�DQG�3HUFHQW�RI�,QFRPH�JXLGHOLQHV�SURGXFH�UHVXOWV�WKDW�DUH�UDQGRP�LQ�UHODWLRQ�WR�FKLOGUHQ
V�QHHGV�DQG�SDUHQWV
�UHODWLYH�DELOLW\�WR�SURYLGH��7KH\�DUH�NQRZQ�WR�JLYH�ZLOGO\�LQDSSURSULDWH�UHVXOWV�LQ�PDQ\�FDVHV��$IWHU�WKLUWHHQ�\HDUV�LQ�WKH�IDFH�RI�FRPSHOOLQJ�HYLGHQFH�WKDW�WKH�JXLGHOLQHV�DUH�XQFRQVWLWXWLRQDO��LW�VHHPV�ZH�DUH�ZDLWLQJ�IRU�PRUH�WKDQ�WKH�GHFLVLRQ�WR�DEDQGRQ�WKHP��:H�DUH�ZDLWLQJ�IRU�D�UHWXUQ�WR�ZHVWHUQ�FLYLOL]DWLRQ�DQG�WKH�UXOH�RI�ODZ��&LWDWLRQV��+HZLWW��:LOOLDP�(��������5HSRUW�RQ�WKH�:DVKLQJWRQ�6WDWH�$VVRFLDWLRQ�RI�6XSHULRU�&RXUW�-XGJHV��8QLIRUP�&KLOG�6XSSRUW�*XLGHOLQHV��,QVWLWXWH�IRU�&RXUW�0DQDJHPHQW��&RXUW�([HFXWLYH�'HYHORSPHQW�3URJUDP��5RQDOG�+DVNLQV��$QGUHZ�:��'REHOVWHLQ��-RKQ�6��$NLQ��DQG�-��%UDG�6FKZDUW]��(VWLPDWHV�RI�1DWLRQDO�&KLOG�6XSSRUW�&ROOHFWLRQV�3RWHQWLDO�DQG�WKH�,QFRPH�6HFXULW\�RI�)HPDOH�+HDGHG�)DPLOLHV��)LQDO�5HSRUW��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��$SULO����������5REHUW�*��:LOOLDPV��'HYHORSPHQW�RI�*XLGHOLQHV�IRU�&KLOG�6XSSRUW�2UGHUV��)LQDO�5HSRUW��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��0DUFK������(VSHQVKDGH��7KRPDV�-���,QYHVWLQJ�LQ�&KLOGUHQ��1HZ�(VWLPDWHV�RI�3DUHQWDO�([SHQGLWXUHV��7KH�8UEDQ�,QVWLWXWH�3UHVV��:DVKLQJWRQ��'�&���������(GZDUG�3��/D]HDU�DQG�5REHUW�7��0LFKDHO��$OORFDWLRQ�RI�,QFRPH�:LWKLQ�WKH�+RXVHKROG��8QLYHUVLW\�RI�&KLFDJR�3UHVV��������SDJH����.UDXVH��+DUU\�������&KLOG�6XSSRUW�5HDVVHVVHG��/LPLWV�RI�3ULYDWH�5HVSRQVLELOLW\�DQG�WKH�3XEOLF�,QWHUHVW��8QLYHUVLW\�RI�,OOLQRLV�/DZ�5HYLHZ��9RO��1R�����������'DYLG�0��%HWVRQ��$OWHUQDWLYH�(VWLPDWHV�RI�WKH�&RVW�RI�5DLVLQJ�&KLOGUHQ�IURP�WKH���������&RQVXPHU�([SHQGLWXUH�6XUYH\��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�WKH�$VVLVWDQW�6HFUHWDU\�IRU�3ODQQLQJ�DQG�(YDOXDWLRQ��6HSWHPEHU�����/HZLQ�,&)��(VWLPDWHV�RI�([SHQGLWXUHV�RQ�&KLOGUHQ�DQG�&KLOG�6XSSRUW�*XLGHOLQHV��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2FWREHU������&RS\ULJKW��������5RJHU�)��*D\

mailto:roger.f.gay@picslt.org?&subject=MND%20Wacky%20Math%20Article
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*RYHUQRU�*UD\�'DYLV��7KH�&DOLIRUQLD�:HHQLH
5RJHU�)��*D\���������,W
V�WKH�PRVW�REYLRXV�IDXOW�LQ�WKH�KXJH�SRUN�EDUUHO�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP��PHQ�ZKR�DUH�QRW�IDWKHUV�RI�WKH�FKLOGUHQ�WKH\�KDYH�EHHQ�RUGHUHG�WR�VXSSRUW��7KH�&DOLIRUQLD�OHJLVODWXUH�SDVVHG�D�ELOO�WKDW�ZRXOG�KDYH�DOORZHG�PHQ�WR�GLVSXWH�SDWHUQLW\�ZLWK�D�'1$�WHVW��EXW�*RYHUQRU�*UD\�'DYLV�YHWRHG�LW��7KH�QHZV�ZDV�UHSRUWHG�ILUVW�DW�0HQ
V�1HZV�'DLO\ ODVW�ZHHNHQG��EXW�,�FDQQRW�JHW�RYHU�WKH�IHHOLQJ�WKDW�QRW�HQRXJK�KDV�EHHQ�VDLG�DERXW�LW��:KDW�IRUFHV�FDQ�SRVVLEO\�EH�VXIILFLHQW�WR�PDLQWDLQ�VXFK�DQ�RYHUZKHOPLQJ�OHYHO�RI�FRUUXSWLRQ�DIWHU�LW�KDV�EHHQ�VR�REYLRXVO\�H[SRVHG"�,W
V�RQO\�PRQH\��7KH�SRLQW�RI�IRUFLQJ�WKHVH�PHQ�WR�SD\�WKURXJK�WKH�JRYHUQPHQW�V\VWHP�LV�WR�LQFUHDVH�WKH�DPRXQW�RI�PRQH\�IORZLQJ�WKURXJK�WKH�JRYHUQPHQW�V\VWHP��6WDWHV�DUH�SDLG�D�ERQXV�EDVHG�RQ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�SDLG�WKURXJK�WKHLU�V\VWHP��7KH�PRUH�PRQH\�WKDW�IORZV�WKURXJK��WKH�PRUH�PRQH\�VWDWHV�UHFHLYH�LQ�IHGHUDO�IXQGLQJ��'DYLV�FODLPV�WKDW�����PLOOLRQ�LV�DW�VWDNH� $W�WKH�IHGHUDO�ERQXV�SD\PHQW�OHYHO�RI���SHUFHQW��KH�LV�DSSDUHQWO\�FODLPLQJ�WKDW�KXQGUHGV�RI�WKRXVDQGV�RI�PHQ�KDYH�EHHQ�VXEMHFWHG�WR�SDWHUQLW\�IUDXG�LQ�&DOLIRUQLD�ZKR�DUH�QRZ�EHLQJ�IRUFHG�WR�SD\������PLOOLRQ�SHU�\HDU�WR�VXSSRUW�FKLOGUHQ�WKDW�DUH�QRW�WKHLUV��,I�LW�PXVW�EH�DERXW�PRQH\�ORVW��WKHQ�WKH�PHQ�ZLQ��7KH\�DUH�ORVLQJ�PRUH��,�FDQQRW�FRQILUP�WKRVH�ILJXUHV�EXW�WKHUH�GRHV�VHHP�WR�EH�VRPH�UHDVRQ�WR�EHOLHYH�WKDW�WKH�SUREOHP�LV�TXLWH�ODUJH��'LDQQD�7KRPSVRQ��([HFXWLYH�'LUHFWRU�RI�WKH�$PHULFDQ�&RDOLWLRQ�)RU�)DWKHUV�DQG�&KLOGUHQ�KDV�UHSRUWHG�WKDW�DOPRVW�����RI�WKH�SDWHUQLW\�MXGJPHQWV�LQ�/RV$QJHOHV�&RXQW\�LQ������ZHUH�DVVLJQHG�E\�GHIDXOW��6WDWHZLGH�WKDW�ZRXOG�DPRXQW�WR�D ORW�RI�GHIDXOW�MXGJPHQWV��$QG�WKH�SUDFWLFH�LV�QRW�QHZ��7KH�GHVLJQDWHG�IDWKHU�UXOH�KDV�EHHQ�LQ�HIIHFW�IRU�\HDUV���,�UHFRJQL]H�WKDW�SDWHUQLW\�IUDXG�LV�D�VHULRXV�LVVXH�DQG�KDV�WKH�SRWHQWLDO�RI�GDPDJLQJ�DQ�LQGLYLGXDO
V�OLYHOLKRRG���'DYLV�ZURWH�LQ�D�YHWR�PHVVDJH��+DV�WKH�SRWHQWLDO�RI�GDPDJLQJ�DQ�LQGLYLGXDO
V�OLYHOLKRRG"�<RX�FDQ�VHQG�HPDLO�WR�PH��GHDU�UHDGHUV��LI�\RX�WKLQN�,
P�ZURQJ��EXW�LVQ
W�WKDW�VWDWHPHQW�PRUH�WKDQ�FRQQLYLQJ�DQG�OHVV�WKDQ�FOHYHU"�:H
UH�WDONLQJ�DERXW�WKH�VWDWH�IRUFLQJ�PHQ�WR�SD\�HQRUPRXV�VXPV�WR�VXSSRUW�FKLOGUHQ�WKDW�DUH�QRW�WKHLUV��:H�DUH�QRW�WDONLQJ�DERXW�WD[HV�SDLG�E\�HYHU\RQH�DFFRUGLQJ�WR�WKHLU�PHDQV�WR�SURYLGH�SXEOLF�VXSSRUW��,QGLYLGXDO�PHQ�DUH�ZURQJO\�QDPHG�IDWKHUV�DQG�IRUFHG�WR�VXSSRUW�LQGLYLGXDO�FKLOGUHQ�WKDW�DUH�QRW�WKHLUV��DJDLQVW�WKHLU�ZLOO�DQG�LQ�WKH�IDFH�RI�WKHLU�SURWHVWV��7KDW�GRHV�FDXVH�GDPDJH�WR�WKHP��,W�LVQ
W�YDJXH�RU�SUREDELOLVWLF��,W
V�DQ�LPSURSHU�XVH�RI�JRYHUQPHQW�IRUFH�WR�GR�VRPHWKLQJ�WKDW�LV�ZURQJ�DQG�WKDW�GRHV�FDXVH�HQRUPRXV�KDUP�WR�LQGLYLGXDOV��,W�FDXVHV�HQRUPRXV�GDPDJH�WR�WKH�8QLWHG�6WDWHV�DQG�LWV�FLWL]HQV�RYHUDOO��,I�JRYHUQPHQW�FDQ�JHW�DZD\�ZLWK�VXFK�IODJUDQW�DEXVHV�RI�SRZHU��WKHQ�QR�FLWL]HQ�LV�VDIH��2XU�OLYHV�DQG�RXU�IRUWXQHV��ZKDWHYHU�WKH\�PD\�EH��DUH�VXEMHFW�WR�WKH�ZKLPV�RI�WKRVH�ZKR�KDYH�GHFLGHG�WR�EHFRPH�GHVSRWV��$FFRUGLQJ�WR�'DYLV��WKH�FRUUHFWLYH�OHJLVODWLRQ�ZDV��IODZHG�LQ�LWV�DWWHPSW�WR�DGGUHVV�WKH�LVVXH���/HW
V�H[DPLQH�WKH�SDUWLFXODUV�DV�H[SUHVVHG�E\�VRPH�RI�WKH�VSHFLDO�LQWHUHVWV�'DYLV�DFFRPPRGDWHG�7KH�1DWLRQDO�2UJDQL]DWLRQ�IRU�:RPHQ�DQG�WKH�2DNODQG�EDVHG�1DWLRQDO�&HQWHU�IRU�<RXWK�/DZ�FRPSODLQHG�WKDW�PHQ�ZKR�KDG�DOUHDG\�EHHQ�RUGHUHG�WR�SD\�FKLOG�VXSSRUW�WKURXJK�D�GHIDXOW�MXGJPHQW�ZRXOG�KDYH�EHHQ�DEOH�WR�FKDOOHQJH�SDWHUQLW\�ZLWK�D�'1$�WHVW��,Q�RWKHU�ZRUGV��LW�ZRXOG�FKHDW�ZRPHQ�RXW�RI�WKH�ULJKW�WR�VWHDO�PRQH\�IURP�PHQ�WKH\�KDG�GHIUDXGHG��/XSH�$ORQ]R�'LD]��VHQLRU�SROLF\�DGYRFDWH�IRU�WKH�6DQ�'LHJR�EDVHG��&KLOGUHQ
V�$GYRFDF\�,QVWLWXWH��FRPSODLQHG�WKDW�WKH�ELOO�GLG�QRW�SURYLGH�PRQH\�IRU�WKH�FKLOG
V�IRRG��VFKRRO�VXSSOLHV�DQG�RWKHU�QHHGV�ZKLOH�SURRI�RI�SDWHUQLW\�ZDV�SHQGLQJ��7KDW�LV�SUHWW\�IDU�RII�WDUJHW��7KH�SUREOHP�VWDUWV�ZKHQ�D�ZRPDQ�KDV�D�FKLOG�RXW�RI�ZHGORFN�DQG�KDV�GLIILFXOW\�HVWDEOLVKLQJ�ZKR�WKH�IDWKHU�LV��,I�VKH�FDQQRW�SD\�IRU�IRRG�DQG�VFKRRO�VXSSOLHV��VKH�JRHV�WR�WKH�ZHOIDUH�RIILFH��)RUFLQJ�D�SDUWLFXODU�JX\�WR�SD\�ZLWKRXW�NQRZLQJ�ZKHWKHU�KH�LV�WKH�IDWKHU��KDYLQJ�QR�SURRI�WKDW�KH�LV�WKH�IDWKHU��LV�ZD\�EH\RQG�WKH�VFRSH�RI�UHDVRQDEOH�EHKDYLRU��7D[SD\HUV�� \RXU�GHVLUH�QRW�WR�VXSSRUW�FKLOGUHQ�WKDW�DUH�QRW�\RXUV�LV�QRW�DV�JUHDW�DV�WKH�PDQ�WKH�VWDWH�LV�IRUFLQJ�WR�FDUU\�WKH�EXUGHQ�DORQH��6KH�DGGV��D�PDQ�FRXOG�FODLP�KH�LV�QRW�D�ELRORJLFDO�SDUHQW��DQG�WKHQ�D�WHVW�FRXOG�FRQFOXGH�KH�LV�WKH�IDWKHU��<HV�LW�FRXOG��7KHQ�\RX�JHW�WKH�PRQH\�IURP�KLP��$QG�WKH�NLFNHU���SDUHQWKRRG�LV�PRUH�WKDQ�MXVW�'1$���VKH�VDLG��<HV�LW�LV��$QG�SDUHQWKRRG�KDV�QRWKLQJ�WR�GR�ZLWK�WKH�VWDWH�IRUFLQJ�PHQ�DW�UDQGRP�WR�SD\�PRQH\�WR�ZRPHQ�ZKR�KDYH�FKLOGUHQ�RXWVLGH�RI�VWDEOH�UHODWLRQVKLSV�ZKR�WKHQ�KDYH�GLIILFXOW\�HVWDEOLVKLQJ�ZKR�WKH�IDWKHU�LV��%HLQJ�IRUFHG�WR�SD\�GRHV�QRW�HVWDEOLVK�SDUHQWKRRG��6RPHERG\�KDG�WR�VD\�WKDW�LW
V�IRU�WKH�FKLOGUHQ���:H�DJUHH�WKHUH�DUH�SDWHUQLW\�IUDXG�LVVXHV�DQG�WKDW�WKH�V\VWHP�LV�QRW�ZRUNLQJ�����SHUFHQW���/XSH�$ORQ]R�'LD]�VDLG���EXW�ZH
UH�JODG�WKDW�WKH�JRYHUQRU�SXW�FKLOGUHQ�ILUVW���1R�KH�GLGQ
W��+H�SXW�����PLOOLRQ�LQ�IHGHUDO�IXQGLQJ�ILUVW��EHIRUH�IXQGDPHQWDO�KXPDQ�ULJKWV�WKDW�RQFH�GHILQHG�WKH�8QLWHG�6WDWHV�RI�$PHULFD��%XW�,�KDYH�DQ�HYHQ�JUHDWHU�DQG�PRUH�LPSRUWDQW�FRUUXSWLRQ�WR�FRPSODLQ�DERXW��,Q�WKH�ILIWHHQ�\HDUV�WKDW�WKH�GHVLJQDWHG�IDWKHU�UXOH�KDV�EHHQ�LQ�HIIHFW��WKH�FRXUWV�KDYH�QRW�SXW�D�VWRS�WR�LW��7KH�MXGLFLDO�EUDQFK�LV�PRVW�GLUHFWO\�UHVSRQVLEOH�IRU�XSKROGLQJ�WKH�FRQVWLWXWLRQ�DQG�DVVXULQJ�WKDW�RXU�IXQGDPHQWDO�LQGLYLGXDO�ULJKWV�DUH�XSKHOG��,I�\RX�UHDOO\�ZDQW�WR�IHHO�D�VKLYHU�UXQ�XS�\RXU�VSLQH��FRQVLGHU�WKH�IDFW�WKDW�WKH\�KDYH�UHIXVHG�WR�IXOILOO�WKHLU�REOLJDWLRQ�
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7D[�/DZV�DQG�&KLOG�%HQHILWV��8QHTXDO�7UHDWPHQW�LV�,QWHUQDWLRQDO
5RJHU�)��*D\����������7ZR�ODZVXLWV�DJDLQVW�WKH�6HFUHWDU\�RI�6WDWH�IRU�:RUN�DQG�3HQVLRQV�LQ�(QJODQG�DUH�GHPRQVWUDWLQJ�WKDW�IDWKHUV�DQG�PRWKHUV�KDYH�XQHTXDO�OHJDO�DQG�SROLWLFDO�VWDWXV��'LYRUFHG�IDWKHUV�.HYLQ�%DUEHU�DQG�(XJHQ�+RFNHQMRV�ERWK�ILOHG�SHWLWLRQV�IRU�HTXDO�WUHDWPHQW�LQ�WKH�GLVWULEXWLRQ�RI�WKH�FKLOG�EHQHILW��7KH��FKLOG�EHQHILW��LV�VLPLODU�LQ�HIIHFW�LQ�KLJKHU�LQFRPH�FDVHV�WR�D�GHSHQGHQW�WD[�FUHGLW�DQG�LQ�ORZHU�LQFRPH�FDVHV�WR�UHFHLYLQJ�D�KLJKHU�ZHOIDUH�HQWLWOHPHQW�EDVHG�RQ�IDPLO\�VL]H��%XW�LQ (XURSH�DQG�&DQDGD�LW�WDNHV�WKH�IRUP�RI�D�ZHHNO\�FDVK�SD\PHQW�PDGH�WR�KHDGV�RI�KRXVHKROGV�UHJDUGOHVV�RI�LQFRPH��7KH�ZHHNO\�EHQHILW�LQ�(QJODQG�LV�FXUUHQWO\��������IRU�WKH�ILUVW�FKLOG�DQG��������IRU�DQ\�RWKHU�FKLOGUHQ���5RXJKO\��������86'��(YHQ�WKRXJK�WKH�FRQFHSW�RI��FXVWRG\��ZDV�HOLPLQDWHG�E\�WKH������8.�&KLOGUHQ�$FW JRYHUQPHQW�SROLF\�VWLOO�DSSOLHV�D�ZLQQHU�WDNH�DOO�DSSURDFK�WR�WKH�GLVWULEXWLRQ�RI�WKH�FKLOG�EHQHILW�.HYLQ�%DUEHU�FKDOOHQJHG�WKH�JRYHUQPHQW
V�UHIXVDO�WR�VSOLW�WKH�FKLOG�EHQHILW�EHWZHHQ�KLP�DQG�KLV�H[�ZLIH�HYHQ�WKRXJK�WKH\�KDYH�DQ�HTXDO�WLPH�VKDUHG�FDUH�DUUDQJHPHQW��+H�FODLPHG�XQODZIXO�GLVFULPLQDWLRQ�RU�EUHDFK�RI�KLV�ULJKWV�XQGHU�WKH�(XURSHDQ�&RQYHQWLRQ�RQ�+XPDQ�5LJKWV��2Q�-XO\�����WKH�'DLO\�0DLO UHSRUWHG�WKDW�D�ORZHU�FRXUW�UHMHFWHG�KLV�FODLP�IRU�HTXDO�WUHDWPHQW��0U��%DUEHU�DFFXVHG�WKH�*RYHUQPHQW�RI��XQIDLUQHVV��LQ�UHVSRQVH�5LFKDUG�'UDEEOH�4&�DSSHDULQJ�IRU�0U�%DUEHU��GHVFULEHG�WKH�JRYHUQPHQW
V�DSSURDFK�DV�
DOO�RU�QRWKLQJ�
�2QH�SDUWQHU�UHFHLYHV�FKLOG�EHQHILW�� ZKLFK�LV�D�
JDWHZD\
�WR�PDQ\�H[WUD EHQHILWV��VXFK�DV�LQFRPH�VXSSRUW��IDPLO\�FUHGLW�DQG�KRXVLQJ�EHQHILW�� ZKLOH�WKH�RWKHU�UHFHLYHV�QRWKLQJ��,W�LV�XVXDOO\�WKH�PRWKHU�ZKR�LV�UHJDUGHG�DV�WKH�
SDUHQW�ZLWK�FDUH
�DQG�WKH�NQRFN�RQ�HIIHFW�LV�WKDW�VKH�UHFHLYHV�DOO�WKH�EHQHILWV��0U�%DUEHU
V�VROLFLWRU�&RQUDG�+DOH\��RI�WKH�KXPDQ�ULJKWV�SUHVVXUH�JURXS�3XEOLF�/DZ�3URMHFW��VDLG���7KH�MXGJPHQW�ZDV�GLVDSSRLQWLQJ�DV�WKH�MXGJH�IDLOHG�WR�JUDSSOH�ZLWK�VRPH�RI�WKH�LVVXHV�ZKLFK�ZHUH�UDLVHG��EXW�WKHVH�WKLQJV�FDQ�EH GLIILFXOW�DW�WKLV�OHYHO���+H�VDLG���,W�PLJKW�EH�WKDW�WKH�&RXUW�RI�$SSHDO�ZLOO�WDNH�D�GLIIHUHQW�YLHZ���(XJHQ�+RFNHQMRV�ILOHG�D�UHODWHG�FODLP�LQ�������EDVHG�RQ�D �����7UDQV�(XURSHDQ�&RXQFLO�'LUHFWLYH��RQ�WKH�SURJUHVVLYH�LPSOHPHQWDWLRQ�RI�WKH�SULQFLSOH�RI�HTXDO�WUHDWPHQW�IRU�PHQ�DQG�ZRPHQ�LQ�PDWWHUV�RI�VRFLDO�VHFXULW\���0U��+RFNHQMRV�ZDV�XQHPSOR\HG�DQG�KDG�VKDUHG�FXVWRG\��(YHQ�WKRXJK�KLV�FRXUW�RUGHU�VWDWHG�WKDW�KH�ZRXOG�FDUH�IRU�KLV�FKLOGUHQ��KLV�DSSOLFDWLRQ�WR�EH�SDLG�DQ�DGGLWLRQDO�XQHPSOR\PHQW�EHQHILW�IRU�VXSSRUW�RI�KLV�FKLOGUHQ�ZDV�UHMHFWHG�7KH�SUREOHPV�IDWKHUV�HQFRXQWHU�ZLWK�WKH�FKLOG�EHQHILW�LV�UHIOHFWHG�LQ�WKH�SUREOHPV�IDWKHUV�LQ�WKH�8QLWHG�6WDWHV�HQFRXQWHU�ZLWK�WD[�EHQHILWV��,Q�WKH�SDVW��WKH�SHUVRQ�ZKRVH�LQFRPH�SURYLGHG�VXSSRUW�ZDV�HQWLWOHG�WR�WD[�EHQHILWV��$V�SDUW�RI�WKH�ZDYH�RI�IHGHUDO�GRPHVWLF�UHODWLRQV�UHIRUPV��WD[�ODZ�ZDV�FKDQJHG�LQ������PDNLQJ�WD[�EHQHILWV�RQH�RI�WKH�PDQ\�ZLQQLQJV�UHODWHG�WR�FXVWRG\�8QHTXDO�WD[�WUHDWPHQW�ZDV�FLWHG�LQ�D�*HRUJLD�GHFLVLRQ�WKLV�\HDU LQ�ZKLFK�D�VXSHULRU�FRXUW�GHFODUHG�WKHLU�JXLGHOLQHV�XQFRQVWLWXWLRQDO��7KH�*XLGHOLQHV�GR�QRW�WDNH�LQWR�DFFRXQW�WKH�ODUJH�WD[�UHODWHG�FKLOG�FRVW�RIIVHWV�WKH�FXVWRGLDO�SDUHQW�UHFHLYHV��&XVWRGLDO�SDUHQWV�W\SLFDOO\�UHFHLYH������WR������SHU�PRQWK�LQ�H[WUD�DIWHU�WD[�LQFRPH�MXVW�IRU�KDYLQJ�FXVWRG\��7KHVH�FKLOG�UHODWHG�WD[�EHQHILWV�DUH�KHDG�RI�KRXVHKROG�VWDWXV��FKLOG�H[HPSWLRQV��FKLOG�WD[�FUHGLWV��FKLOG�FDUH�FUHGLWV��DQG�HDUQHG�LQFRPH�FUHGLWV��%RWK�SDUHQWV�KDYH�DQ�HTXDO�GXW\�RI�VXSSRUW�IRU�WKH�FRVWV�DWWULEXWDEOH�WR�WKH�FKLOGUHQ��%RWK�SDUHQWV�DUH�HTXDOO\�HQWLWOHG�WR�WKH�FRVW�RIIVHWV�DWWULEXWDEOH�WR�WKH�VDPH�FKLOGUHQ�EXW�LQ�SURSRUWLRQ�WR�WKHLU�REOLJDWLRQ��1RW�VKDULQJ�WKH�FKLOG�UHODWHG�WD[�EHQHILWV�YLRODWHV�HTXDO�SURWHFWLRQ��1RW�VKDULQJ�WKH�WD[�EHQHILWV�ZLWK�ERWK�SDUHQWV�LV�DQ�H[WUDRUGLQDU\�EHQHILW�IRU�WKH�FXVWRGLDO�SDUHQW�DQG�DQ�H[WUDRUGLQDU\�EXUGHQ�IRU�WKH�QRQ�FXVWRGLDO�SDUHQW��,Q�KLV�GHFLVLRQ��-XGJH�&��'DQH�3HUNLQV�QRWHG�WKDW�LQ�D�VWXG\�FRQGXFWHG�LQ����6RXWK�*HRUJLD�FRXQWLHV�EHWZHHQ������DQG�������LW�ZDV�IRXQG�WKDW�������RI�FRQWHVWHG�FXVWRG\�FDVHV�UHVXOWHG�LQ�FXVWRG\�EHLQJ�DZDUGHG�WR�WKH�PRWKHU�DQG�WKDW�JXLGHOLQH�VXSSRUW�KDG�DQ�LPSHUPLVVLEO\�GLVFULPLQDWRU\�DIIHFW�XSRQ�PHQ�EDVHG�XSRQ�WKHLU�JHQGHU�$Q�DSSHDO�LV�H[SHFWHG�WR�EH�KHDUG�E\�WKH�*HRUJLD�6XSUHPH�&RXUW�ODWHU�WKLV�\HDU�&RS\ULJKW��������5RJHU�)��*D\
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&KLOG�6XSSRUW
V�:DFN\�0DWK$XWKRU��5REHUW�:��,QJDOOV:ULWHUV�&OXE�3UHVV������3DSHUEDFN������SDJHV���������8�6�,6%1����������������$Q�LQGLFWPHQW�RI�9LUJLQLD
V�FKLOG�VXSSRUW�SDUHQWLQJ�DGMXVWPHQW5RJHU�)��*D\���������&KLOG�6XSSRUW
V�:DFN\�0DWK LV�D�ERRN�DERXW�WKH�ZD\�WKDW�9LUJLQLD�DQG�RWKHU�VWDWHV�PRGLI\�FKLOG�VXSSRUW�RUGHUV�LQ�FRQVLGHUDWLRQ�RI�YLVLWDWLRQ�DQG�VKDUHG�SDUHQWLQJ��,W�SURPLVHV�WZR�WKLQJV��WR�SURYH�WKDW�WKH�IRUPXOD�LV�JURVVO\�LQ�HUURU��DQG�WR�VKRZ�KRZ�UHDOLW\�JHWV�ORVW�DQG�ORJLF�PXGGOHG�LQ�WKH�RYHUO\�SROLWLFDO�SURFHVV�WKDW�QRZ�GRPLQDWHV�WKH�FKLOG�VXSSRUW�V\VWHP��,W�GHOLYHUV�RQ�ERWK�SURPLVHV�ZLWK�URRP�WR�VSDUH��7KH�DXWKRU�LV�D�GLYRUFHG�IDWKHU�RI��IRXU�ZRQGHUIXO�FKLOGUHQ��DQG�D�UHWLUHG�$LU�)RUFH�/W��&RORQHO��+H�LV�DOVR�D�FKLOG�RI�GLYRUFH��5REHUW�:��,QJDOOV�ZURWH�WKH�ERRN�EHFDXVH�KH�IHHOV�REOLJDWHG�WR�KLV FKLOGUHQ�ZKR�KH�DGPLWV�DUH�WKH�MR\�RI�KLV�OLIH��+H�UHFRJQL]HV�WKH�SDLQ�WKDW�GLYRUFH�FDXVHV�FKLOGUHQ�DQG�WKH�SDWWHUQ�RI�LQWHUIHUHQFH�WKDW�PLOOLRQV�RI�IDWKHUV�HQFRXQWHU�LQ�WKHLU�HIIRUWV�WR�UHPDLQ�JRRG�SDUHQWV��,Q�UHVSRQVH��KH�DSSOLHG�FDUHHU�VNLOOV�LQ�PDWK DQG�ORJLF�WR�DQDO\]H�WKH�SDUHQWLQJ�DGMXVWPHQW�IRUPXOD��+H�IRXQG�LQIOXHQWLDO�UHFRPPHQGDWLRQV�IURP�WKH�9LUJLQLD�%DU�$VVRFLDWLRQ�WR�EH�ORJLFDOO\�DQG�PDWKHPDWLFDOO\�IODZHG�DQG�VKRZV�WKDW�WKHLU�HUURUV�ZHUH�LQWHQWLRQDO��7KHLU�UHFRPPHQGDWLRQV�DPRXQW�WR�VSHFLDO�LQWHUHVW�SROLWLFV�UDWKHU�WKDQ�KRQHVW�DQDO\VLV��9LUJLQLD��OLNH�PRVW�VWDWHV��XVHV�WKH��,QFRPH�6KDUHV�IRUPXOD��IRU�FDOFXODWLQJ�FKLOG�VXSSRUW�DPRXQWV��7KH�,QFRPH�6KDUHV�PRGHO KDV�DQ�H[SOLFLW�JRDO�RI�LQFUHDVLQJ�FKLOG�VXSSRUW�RUGHUV�WR�WZR�DQG�D�KDOI�WLPHV�ZKDW�WKH\�KDG�EHHQ�XQGHU�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��7KH�QDPH��,QFRPH�6KDUHV��VXJJHVWV�UHGLVWULEXWLQJ�SDUHQWDO�LQFRPH�UDWKHU�WKDQ�SURYLGLQJ�VXSSRUW�IRU�FKLOGUHQ��7KH�LGHD�RI�D�VKDUHG�SDUHQWLQJ�DGMXVWPHQW�LV�WR�UHGXFH�WKH�DPRXQW�WKDW�SD\LQJ�SDUHQWV�DUH�RUGHUHG�WR�SD\�LQ�UHFRJQLWLRQ�RI�WKH�WLPH�WKH\�VSHQG�FDULQJ��DQG�SD\LQJ��IRU�WKHLU�FKLOGUHQ�GLUHFWO\��7KH�,QFRPH�6KDUHV�DGMXVWPHQW�EHJLQV�ZLWK�D�FDOFXODWLRQ�WKDW�LQFUHDVHV�D�SD\LQJ�SDUHQW
V�ILQDQFLDO�REOLJDWLRQ�WR�WKH�RWKHU�SDUHQW��7R�VRPH��WKH�FDOFXODWLRQ�PD\�VHHP�VWUDQJH�DQG�LQYDOLG�IURP�WKH�VWDUW��7R�RWKHUV��WKH�DXWKRU�SRLQWV�RXW��LW�FDQ�VHHP�ORJLFDO�RQ�WKH�VXUIDFH��,I�WZR�KRXVHKROGV�DUH�LQYROYHG�GRHVQ
W�WKDW�PHDQ�PRUH�H[SHQVHV"�%XW�WKH�XQGHUO\LQJ�ORJLF�RI�WKLV�SDUWLFXODU�IRUPXOD��KH�H[SODLQV��LV�WR�JHW�WKH�UHVXOW�WKDW�WKH�GHVLJQHU�ZDQWV�UDWKHU�WKDQ�DQ�KRQHVW�EDODQFLQJ�RI�WKH�ERRNV��,W�LV�LOORJLFDO�WR�UHDVRQ�WKDW�D�SD\HU
V�ILQDQFLDO�REOLJDWLRQ�WR�WKH�RWKHU�SDUHQW�LQFUHDVHV�LQ�UHFRJQLWLRQ�RI�KLV�RZQ�H[SHQVHV��7KH�UHVXOW�LV�LQDGHTXDWH�DGMXVWPHQW�WR�FKLOG�VXSSRUW�RUGHUV��,Q�PRVW�FDVHV�WKHUH�LV�QR�UHGXFWLRQ�DW�DOO��$V�REYLRXV�DV�WKH�SUREOHP�PD\�VHHP�WR�VRPH��WKH�GHEDWH�KDV�UDJHG�IRU�PRUH�WKDQ�D�GHFDGH�DQG�WKLV�ORJLFDO�HUURU�DQG�PDQ\�OLNH�LW�DUH�VWLOO�SROLF\��,Q�DQ�HIIRUW�WR�UHDFK�WKH�EURDGHVW�SRVVLEOH�DXGLHQFH��WZR�SUHKLVWRULF�JHQWOHPHQ�DUH�FDOOHG�XSRQ�HDUO\�LQ�WKH�ERRN�WR�LOOXVWUDWH�D�EDVLF�SRLQW��&DYHPDQ�9LQQH\�LQYHQWHG�WKH�ZKHHO�DQG�PDQXIDFWXUHV�WKHP��+LV�FRXVLQ�*URJ�VHOOV�WKHP��6KRXOG�*URJ�DFFRXQW�KRQHVWO\�IRU�KLV�LQYHQWRU\�RU�IDOVLI\�KLV�QXPEHUV�WR�FUHDWH�WKH�EXVLQHVV�SLFWXUH�WKDW�KH�ZDQWV"�/\LQJ�DERXW�WKH�QXPEHUV�RU�DSSO\LQJ�IODZHG�ORJLF�OHDGV�WR�SUREOHPV��)URP�WKHUH�WKH�ERRN�PRYHV�WR�D�VWHDGLO\�SDFHG�GHPRQVWUDWLRQ�RI�WKH�ZDFNLQHVV�RI�WKH�9LUJLQLD�SDUHQWLQJ�DGMXVWPHQW��,I�VLPLODU�HYLGHQFH�ZDV�SUHVHQWHG�DJDLQVW�*URJ
V�ZKHHO�EXVLQHVV�LW�ZRXOG�XQGRXEWHGO\�EH�LQYHVWLJDWHG�E\�WKH�%HGURFN�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��OHDGLQJ�WR�*URJ
V�LQGLFWPHQW��+RZ�VKRXOG�WKH�FKLOG�VXSSRUW�SUREOHP�EH�DGGUHVVHG"�,�SODFH�SDUWLFXODU�LPSRUWDQFH�RQ�DQ�RYHUO\LQJ�WKHPH�RI�WKLV�ERRN���0DWKHPDWLFV�LV�DERXW�ORJLF�DQG�UHODWLRQVKLSV���KH�ZULWHV���-XVW�EHFDXVH�\RX�FDQ�
GR�WKH�PDWK
�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW�WKH�VROXWLRQ�RU�IRUPXOD�RU�DOJRULWKP�RU�ZKDWHYHU�\RX�FDOO�LW�LV�FRUUHFW��HYHQ�LI�HYHU\�WLPH�\RX�ZRUN WKH�QXPEHUV�WKH�YDOXH�DUULYHV�DW�WKH�VDPH�DQVZHU��,W�KDV�WR�KDYH�PHDQLQJ���9LUJLQLD�VWDWXHV�KDYH�SUHYLRXVO\�EHHQ�FULWLFL]HG IRU�OHDYLQJ�WKH�WHUP��FKLOG�VXSSRUW��XQGHILQHG��WKH�XOWLPDWH�DEVHQFH�RI�PHDQLQJ��$YRLGLQJ�PHDQLQJ��PHDQLQJIXO�GHILQLWLRQ��PHDQLQJIXO�ORJLF��PHDQLQJIXO�GDWD��ZDV�DQ�HVVHQWLDO�SDUW�RI�WKH�SURFHVV�RI�GHYHORSLQJ�WKH�,QFRPH�6KDUHV�JXLGHOLQH��<HW��WRR�RIWHQ�,�KDYH�VHHQ�ZHOO�LQWHQWLRQHG�H[SHUWV�UHSHDW�WKH�SURFHVV�DV�WKRXJK�LW ZLOO�XQORFN�D�KLGGHQ�VHFUHW�DQG�OHDG�WR�LPSURYHPHQW��$W�WKH�HQG�RI�&KLOG�6XSSRUW
V�:DFN\�0DWK LV�D�ILWWLQJ�TXRWH�IURP�$OEHUW�(LQVWHLQ���1R�SUREOHP�FDQ�EH�VROYHG�IURP�WKH�VDPH�FRQVFLRXVQHVV�WKDW�FUHDWHG�LW���*RRG�SUREOHP�VROYLQJ�VWDUWV�DW�WKH�EHJLQQLQJ�DQG SURFHHGV�ORJLFDOO\��,�VXVSHFW�WKDW�&KLOG�6XSSRUW
V�:DFN\�0DWK LV�WKH�NLQG�RI�ERRN�WKDW�PDQ\�SD\LQJ�SDUHQWV�ZRXOG�OLNH�WR�ZULWH��$Q�DYHUDJH�IDWKHU�LV�QR�VWUDQJHU�WR�ELOO�SD\LQJ�DQG�PLJKW�HYHQ�VKRZ�VWHUHRW\SLFDO�LUULWDWLRQ�ZKHQ�KLV�GLODSLGDWHG�ROG�ZDOOHW�LV�EHDWHQ�WRR�KDUG��7KDW�LUULWDWLRQ�FDQ�RQO\�JHW�VWURQJHU�ZKHQ�LW�WKUHDWHQV�WKH�SUHFLRXV�WLPH�GLYRUFHG�SDUHQWV�VKDUH�ZLWK�WKHLU�FKLOGUHQ��3XWWLQJ�WRJHWKHU�DQ�LQWHJUDWHG�YLHZ�RI�WKH�FKLOG�VXSSRUW�LVVXH�WKDW�LQFOXGHV�EDVLF�ZLVGRP��ORJLF��PDWKHPDWLFV��DQG�SROLWLFV�LV�QRW�DQ�HDV\�WDVN��5REHUW�,QJDOOV�ZDV�PRWLYDWHG�WR�IRFXV�RQ�RQH�SDUW�RI�WKH�FKLOG�VXSSRUW�IRUPXOD��WKH�VKDUHG�SDUHQWLQJ�DGMXVWPHQW��EHFDXVH�RI�WKH�HQRUPRXV�SHUVRQDO�LPSRUWDQFH�RI�WLPH�ZLWK�KLV�FKLOGUHQ��7KDW�VHQWLPHQW�LV�HFKRHG�E\�PLOOLRQV�RI�SDUHQWV�DFURVV�WKH�FRXQWU\��1DUURZLQJ�WKH�IRFXV�WR�RQH�SLHFH�RI�WKH�SUREOHP�DOVR�DOORZV�D�PRUH�FRPSOHWH�SUHVHQWDWLRQ�RI�WKH�SUREOHPV�WKDW�WKH�DXWKRU�SURPLVHG�WR�H[SRVH��+LV�FULWLFLVP�RI�9LUJLQLD
V�ZDFN\�DGMXVWPHQW�HTXDWLRQ�LV�SUREDEO\�WKH�PRVW�H[WHQVLYH�LQ�H[LVWHQFH��*LYHQ�WKH�DEVHQFH�RI�DQ�LQGHSHQGHQW�MXGLFLDU\��P\�RZQ�REVHUYDWLRQ���SROLF\�RYHUVLJKW�PXVW�EH�SURYLGHG�E\�FRQFHUQHG�DQG�UHVSRQVLEOH�FLWL]HQV���$Q�LPSRUWDQW�DFWLYLW\�LQ�DQ\�FDVH���7KH�ERRN�5REHUW�,QJDOOV�KDV�ZULWWHQ�FHUWDLQO\�SODFHV�KLP�VROLGO\�LQ WKDW�JURXS��:LOO�LW�VSHDN�WR�WKH�PDVVHV"�7KH�DQVZHU�PD\�OLH�LQ�WKH�SURPRWLRQDO�TXRWHV�RQ�WKH�EDFN�FRYHU��$IWHU�UHYLHZLQJ�PDWHULDO�WKDW�ZDV�XVHG�LQ�WKH�ERRN��WZR�PHPEHUV�RI�WKH�9LUJLQLD�+RXVH�RI�'HOHJDWHV�SURPLVHG�VXSSRUW�WR��DGGUHVV�WKH�HUURU��DQG��FRUUHFW�WKH�VLWXDWLRQ���,I�5REHUW�:��,QJDOOV
�DQDO\VLV�FDQ�LQGXFH�FRUUHFWLYH�DFWLRQ��WKHQ�WKLV�ERRN�VKRXOG�EH�LQ�WKH�KDQGV�RI�HYHU\�OHJLVODWRU��JRYHUQRU��UHYLHZ�SDQHO�PHPEHU��MXGJH��ODZ\HU��UHIRUP�DGYRFDWH��DQG�FKLOG�VXSSRUW�SD\LQJ�SDUHQW�LQ�WKH�FRXQWU\��

http://www.geocities.com/CapitolHill/5910/va.html
http://www.amazon.com/exec/obidos/ASIN/0595221386/divorceportco-20
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&RS\ULJKW��������5RJHU�)��*D\
&LWHG���� 'HYHORSPHQW�RI�*XLGHOLQHV�IRU�&KLOG�6XSSRUW�2UGHUV��$GYLVRU\�3DQHO�5HFRPPHQGDWLRQV�DQG�)LQDO�5HSRUW��:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��5REHUW�:LOOLDPV���������� __�5HFRPPHQGDWLRQV�IRU�,PSURYHPHQW�2I�&KLOG�6XSSRUW�/DZ�,Q�WKH�6WDWH�RI�9LUJLQLD��5RJHU�)��*D\��%DUU\�.RSOHQ��HW�DO���������5HODWHG�DUWLFOHV�E\�WKLV�DXWKRU�&KLOG�6XSSRUW�9LVLWDWLRQ�&UHGLW�*HWV�,QWHUQDWLRQDO�$WWHQWLRQ7KH�$OLPRQ\�+LGGHQ�LQ�&KLOG�6XSSRUW2WKHU�DUWLFOHV�UHODWHG�WR�9LUJLQLD�FKLOG�VXSSRUW�$SSHWLWH�IRU�IDPLO\�GHVWUXFWLRQ��6WHSKHQ�%DVNHUYLOOH��:DVKLQJWRQ�7LPHV��-XQH����������:K\�LV�'DGG\�LQ�-DLO"��6WHSKHQ�%DVNHUYLOOH��7KH�:RPHQ
V�4XDUWHUO\��:LQWHU�����

http://www.fathermag.com/904/baskerville/
http://www.fatherhoodcoalition.org/cpf/newreadings/2001/Appetite_for_family_destruction_Baskerville.htm
http://www.fathermag.com/906/alimony/index.shtml
http://www.mensnewsdaily.com/stories/newswire070402.htm
http://www.geocities.com/CapitolHill/5910/va.html
mailto:roger.f.gay@picslt.org?&subject=MND%20Wacky%20Math%20Article
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'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV$XWKRUV��6DQIRUG�/��%UDYHU��'LDQH�2
&RQQHOO��&RQWULEXWRU�-��3��7DUFKHU��������+DUGFRYHU������SDJHV�6SHFLDO�3ULFH���������8�6���,6%1��������������;�
5RJHU�)��*D\'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV LV�D�ERRN�WKDW�VKRXOG�QHYHU�KDYH�EHHQ�ZULWWHQ�WKDW�HYHU\RQH�VKRXOG�UHDG��0\WK�KDV�JXLGHG�GRPHVWLF�UHODWLRQV�DQG�ZHOIDUH�UHIRUP�LQ�WKH�8QLWHG�6WDWHV�DQG�HOVHZKHUH��7KDW�VKRXOG�QHYHU�KDYH�KDSSHQHG��7KLV�ERRN��ZKLFK�VKDWWHUV�VRPH�RI�WKH�PRVW�SURPLQHQW�P\WKV�LV�DQ�DEVROXWH��PXVW�UHDG��IRU�DQ\RQH�ZLWK�DQ�LQWHUHVW�LQ�IDPLO\�ODZ�DQG�ZHOIDUH�UHVHDUFK�DQG�SROLF\�� ZKLFK�,�FRQFOXGH�LV�MXVW�DERXW�HYHU\RQH��'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV��ILUVW�SXEOLVKHG�LQ�������SUHVHQWV�D�FRPSLODWLRQ�RI�UHVHDUFK�RQ�GLYRUFHG�IDWKHUV�E\�$UL]RQD�6WDWH�8QLYHUVLW\�SV\FKRORJ\�SURIHVVRU�6DQIRUG�%UDYHU��%UDYHU
V�ZDV�WKH�ODUJHVW�IHGHUDOO\�VXSSRUWHG�VWXG\�RI�GLYRUFHG�IDWKHUV�LQ�KLVWRU\��6LQFH�WKHQ�PDQ\�UHYLHZV�KDYH�EHHQ�ZULWWHQ�EXW�, KDYH�REVHUYHG�WKDW�WKH�P\WKV�DUH�QRW�\HW�FRPSOHWHO\�GHDG��,W�PXVW�EH�WKDW�QRW�HYHU\RQH�ZKR�VKRXOG�UHDG�6DQIRUG�%UDYHU
V�ERRN�KDV�GRQH�VR��7DNH�IRU�H[DPSOH��UHFHQW�WHVWLPRQ\�EHIRUH�D�FKLOG�VXSSRUW�JXLGHOLQH�UHYLHZ�SDQHO�LQ�,QGLDQD���,I�\RX�ZRXOG�OLNH�WR�VHH�WKH�HQWLUH�LQWHUQHW�EURDGFDVW�RI�WKH�KHDULQJ�WKURXJK�5HDO2QH PHGLD�SOD\HU��FOLFN�KHUH��$�VFKRRO�WHDFKHU�WHVWLILHG�WKDW�VKH�LV�JRLQJ�WKURXJK�GLYRUFH�DQG��QRW�UHFHLYLQJ�FKLOG�VXSSRUW�� 6KH�KDV�D�SUHVHQWDWLRQ�LQ�OHVVRQ�IRUP�IRU�WKH�MXGLFLDO�SDQHO��MXVW�OLNH�VKH�ZRXOG�LQ�FODVV�VKH�VD\V��,W�ZDV�FRPSOHWH�ZLWK�SOD\�PRQH\�DV�D�SURS���6RPH�RI�\RX�KDYH�UHFHLYHG�WKUHH�GROODUV�����DQG�VRPH�RI�\RX�KDYH�RQO\�UHFHLYHG�WZR��7KH�SHUVRQV�ZKR�KDYH�UHFHLYHG�WKUHH�GROODUV�UHSUHVHQW�WKH�QRQ�FXVWRGLDO�SDUHQW�����1RZ�WKH�WZR�GROODUV�WKDW�WKH�PRWKHU�ZRXOG�KDYH�UHSUHVHQWV�QRW�RQO\�KHU�LQFRPH�EXW�DOVR�ZKDW�LV�JLYHQ�WR�\RX�IRU�FKLOG�VXSSRUW��7KDW
V�DOO�WKH�PRQH\�WKDW�\RX�KDYH������<RXU�PDLQ�H[SHQVHV�DUH�IRRG��FORWKLQJ��DQG�VKHOWHU�DQG�WKDW�GRHV�QRW�LQFOXGH�FKLOG�FDUH�FRVWV�DQG�WKRVH�FDQ�EH�YHU\�JUHDW���1R�ZRQGHU�VRPH�SHRSOH�VD\�WKDW�ZH�QHHG�VWDQGDUGL]HG�VFKRRO�PDWHULDOV��7KH�VFKRRO�WHDFKHU�LV�WHDFKLQJ�D�P\WK��6RPH�VWXGLHV�FODLP�WKDW�ZRPHQ�DV�D�JURXS�PDNH�RQO\�WZR�WKLUGV�DV�PXFK�DV�PHQ��%XW�WKDW�GRHV�QRW�LQFOXGH�FKLOG�VXSSRUW��FKLOG�FDUH�FRVWV�DUH�W\SLFDOO\�DGGHG�WR�EDVLF�FKLOG�VXSSRUW���DOLPRQ\��SURSHUW\�GLYLVLRQ��WD[�EHQHILWV�QRU�DQ\�RWKHU�ILQDQFLDO�DUUDQJHPHQWV�VSHFLILFDOO\�UHODWHG�WR�GLYRUFH��)ROORZLQJ�GLYRUFH��ZRPHQ�DV�D�JURXS�DUH�ILQDQFLDOO\�EHWWHU�RII�WKDQ�PHQ��6RPH�ZRPHQ��HVSHFLDOO\�WKRVH�ZKR�UHPDUU\�DUH�IDU�EHWWHU�RII�WKDQ�WKH�KXVEDQGV�DQG�IDWKHUV�WKH\�OHIW�EHKLQG��2QH�PRUH�WLPH��6L[�PDMRU�P\WKV�IHOO�WR�DFWXDO�UHVHDUFK��
'HDGEHDW�GDGV��'LYRUFHG�IDWKHUV�SD\����SHUFHQW�RI�WKH�FKLOG�VXSSRUW�WKH\�KDYH�EHHQ�RUGHUHG�WR�SD\��)XOO\�HPSOR\HG�GLYRUFHG�IDWKHUV�SD\�DOO�WKDW�LV�GXH��,Q�DGGLWLRQ��WKH\�SD\�YLVLWDWLRQ�H[SHQVHV��>'HSHQGLQJ�RQ�WKH�H[WHQW�RI�WKH�UHVHDUFK�SURYLGLQJ�WKH�UHVXOW��IDWKHUV��DOO�IDWKHUV�LQFOXGLQJ QHYHU�PDUULHG��SD\�������SHUFHQW�RI�ZKDW�WKH\�KDYH�EHHQ�RUGHUHG�WR�SD\��7KH�ORZ�HQG�B����SHUFHQW�B�UHOLHV�RQ�UHFLSLHQW�VXUYH\V�WKDW�GR�QRW�DFFRXQW�IRU�PRQH\�WKDW�LV�SDLG�EXW�ZLWKKHOG�DV�UHSD\PHQW�IRU�ZHOIDUH��DQG�SRVVLEOH�ELDV��,Q�DOO�FDVHV��WKH�SULPDU\�FDXVH�RI�QRQ�SD\PHQW�LV�WKDW�WKH�SHUVRQ�RUGHUHG�WR�SD\�LV�XQDEOH�WR�SD\�@
7KH�1R�6KRZ�'DG��7KH�UDWH�RI�FRQWDFW�EHWZHHQ�IDWKHUV�DQG�WKHLU�FKLOGUHQ�IROORZLQJ�GLYRUFH�VKRZV��SDWHUQDO�GHYRWLRQ�DQG�WHQDFLW\�>WKDW@�LV�HQWLUHO\�DW�RGGV�ZLWK�WKH�PRUH�SRSXODU�LPDJH RI�WKH�UXQDZD\V��DEVHQWHH��RU�GLVDSSHDULQJ�GDG��
6WDQGDUGV�RI�/LYLQJ��:RPHQ�ZLWK�FKLOGUHQ�DUH��DV�D�JURXS��EHWWHU�RII�ILQDQFLDOO\�IROORZLQJ�GLYRUFH�WKDQ�PHQ��7KDW
V�ULJKW��LW
V�QRW�WKH�RWKHU�ZD\�DURXQG�
7HUPV�RI�'LYRUFH��)DU�IURP�EHLQJ�GRFLOH��HDVLO\�PDQLSXODWHG�YLFWLPV�RI�D�PDOH�GRPLQDWHG�GLYRUFH�V\VWHP��ZRPHQ�KDYH�DOZD\V�IDUHG�ZHOO�LQ�QHJRWLDWLRQV�DQG�VHWWOHPHQWV��0HQ�DUH�IDU�PRUH�OLNHO\�WR�EH�WKH�ELJJHVW�ORVHUV�LQ�WKH�SURFHVV�
(PRWLRQDO�,VVXHV�RI�'LYRUFH��:RPHQ�DUH�KDSSLHU�DIWHU�GLYRUFH�WKDQ�PHQ��*LYHQ�WKH�UHVXOWV�UHODWHG�WR�WKH�RWKHU�P\WKV��WKLV�LV�OLNHO\�WR�FDXVH�WKH�OHDVW�VXUSULVH��7KH\�KDYH�WKH�FKLOGUHQ��WKH\�DUH�EHWWHU�RII�ILQDQFLDOO\��WKH\�GULYH�EHWWHU�FDUV��WKHLU�VLWXDWLRQ�LV�OHVV�OLNHO\�WR�LQWHUIHUH�ZLWK�QHZ�UHODWLRQVKLSV�DQG�UHPDUULDJH�����
:KR�OHDYHV�WKH�PDUULDJH�����DQG�ZK\�LW�PDWWHUV��������ZRPHQ�LQLWLDWH�WKH�SUHSRQGHUDQFH������ �����RI�PRGHUQ�GLYRUFHV������,W�PDWWHUV�EHFDXVH�LW�YLQGLFDWHV�WKH�ILQGLQJ�WKDW�PHQ�GR�OHVV�ZHOO�WKHQ�ZRPHQ�DIWHU�GLYRUFH��EHFDXVH�WKH�EODPH�KHDSHG�RQ�PHQ�IRU�GLYRUFH�VKRXOG�EH�DGGUHVVHG��DQG�EHFDXVH�WKH�P\WK�VHUYHV�WR�IXUWKHU�XQOHYHO�WKH�SOD\LQJ�ILHOG�RI�GRPHVWLF�UHODWLRQV�ODZ�DQG�SROLWLFV�RQ�ZKLFK�IDWKHUV�DUH�DOUHDG\�GLVDGYDQWDJHG�
2WKHU�UHYLHZV�RI�'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV ZHUH�ZULWWHQ�E\��6WHSKHQ�%DVNHUYLOOH� 3K�'��3ROLWLFDO�6FLHQFH�'RQQD�/DIUDPERLVH� 1DWLRQDO�3RVW*HUDOG�/��5RZOHV� 3K�'��3V\FKRORJ\�&DWK\�<RXQJ� 7KH�'HWURLW�1HZV
&RS\ULJKW��������5RJHU�)��*D\

mailto:roger.f.gay@picslt.org?&subject=BR%20DD%20Shattering%20Myths
http://www.fact.on.ca/news/old/revbrave.htm
http://www.dadi.org/braver.htm
http://www.razberry.com/laframboise/full_texts/divorce/divorced_dads_book.htm
http://www.fathermag.com/news/3786-DDads.shtml
http://www.in.gov/judiciary/webcast.html
http://www.real.com/
http://www.amazon.com/exec/obidos/ASIN/087477862X/divorceportco-20
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7KH�&KLOG�6XSSRUW�$JHQGD
5RJHU�)��*D\���������<HS��7KLV�PXVW�EH�DQ�HOHFWLRQ�\HDU��,Q�D�-XO\����SUHVV�UHOHDVH &KDLUPDQ�RI�WKH�+RXVH�3ROLF\�&RPPLWWHH�&KDLUPDQ�&KULVWRSKHU�&R[��5�&$��DQG�%DUEDUD�%R[HU��'�&$��DQQRXQFHG�\HW�DQRWKHU�ELOO�WR�HQFRXUDJH�GLYRUFH�DQG�RXW�RI�ZHGORFN�ELUWKV��7KH�&DOLIRUQLD�FKDSWHU�RI�12:�UHFHQWO\�FODLPHG�WKDW�ZRPHQ�JHW�D�EDG�GHDO�LQ�GLYRUFH� (OHFWHG��UHSUHVHQWDWLYHV��IURP�&DOLIRUQLD�DUH�TXLFN�WR�JHW�RQ�WKH�OLVW�RI�WKRVH�ZLVKLQJ�WR�EX\�IHPLQLVW�YRWHV�DQG�FDPSDLJQ�FRQWULEXWLRQV�ZLWK�RWKHU�SHRSOH
V�PRQH\�2QH�PLJKW�FDOO�WKH�QHZ�ELOO�RXWUDJHRXV��7KH�WD[�ODZV�DUH�WR�EH�FKDQJHG�LQ�RUGHU�WR�SUHWHQG�WKDW�LQFRPHV�RI�PDQ\�PLGGOH�DQG�XSSHU�LQFRPH�VLQJOH�PRWKHUV�DUH�ORZHU�VR�WKDW�WKH\�ZLOO�SD\�OHVV�LQ�WD[HV�WKDQ�HYHU\RQH�HOVH��,Q�HIIHFW��LW�ZLOO�JLYH�PDQ\�VLQJOH�PRWKHUV�D�ORZHUHG�WD[�WDEOH��0DQ\�IDWKHUV�ZLOO�JHW�D�KLJKHU�RQH��7KRVH�ZKR�KDYH�ZDWFKHG�FKLOG�VXSSRUW�UHIRUP�RYHU�WKH�GHFDGHV�NQRZ�WKDW�WKLV�W\SH�RI�OHJLVODWLRQ�GXULQJ�DQ�HOHFWLRQ�\HDU�LV�SDU�IRU�WKH�FRXUVH�7KH�ELOO�LV�EHLQJ�SURPRWHG�DV��UHOLHI�WR�RYHU�WZR�PLOOLRQ�IDPLOLHV�RZHG�FKLOG�VXSSRUW���%XW�VWXGLHV�VKRZ�WKDW�IDWKHUV�SD\�FRXUW�RUGHUHG�FKLOG�VXSSRUW�DW D�YHU\�KLJK�UDWH�DQG�FRQWULEXWH�WKHLU�WLPH�DQG�PRQH\�GLUHFWO\�ZKHQ�QRW�HQFRXQWHULQJ�KHDY\�LQWHUIHUHQFH�IURP�PRP��7KH�SULPDU\�FDXVH�RI�QRQ�SD\PHQW�E\�IDWKHUV�LV�WKDW�WKH�WKH\�FDQQRW�SD\��7KH�QHZ�FKLOG�VXSSRUW�ODZV�KRZHYHU��UHDFW�YHU\�SRRUO\�WR�DFWXDO�FLUFXPVWDQFHV��)DWKHUV�OLYH�ZLWK�RUGHUV�WR�SD\�HYHQ�WKRXJK�WKH\�GR�QRW�KDYH�WKH�PHDQV�$PRQJ�WKH�P\ULDG�RI�IDOVH�DQG�PLVOHDGLQJ�IDFWRLGV��ZKLFK�,�KDYH�EHFRPH�WRR�ZHDU\�RI�WR�UHSHDW��FRPHV�WKH�QHZ�HOHPHQW�RI�IDXOW\�ORJLF�LQ�VXSSRUW�RI�WKH�OHJLVODWLRQ���7KLV�ZRXOG�PDNH�WKH�WD[�WUHDWPHQW�RI�XQSDLG�FKLOG�VXSSRUW�FRQVLVWHQW�ZLWK�WKH�WUHDWPHQW�RI�RWKHU�EDG�GHEWV�LQ�WKH�WD[�FRGH���,�ZRQGHU�ZKDW�PDUULHG�SDUHQWV�DUH�JRLQJ�WR�JHW�ZKHQ�WKHLU�LQFRPH�LV�QRW�DV�KLJK�DV�WKH\�ZRXOG�OLNH�LW�WR�EH"�:KHUH�LV�WKH�FRQVLVWHQF\�WKHUH"%XW�WKHUH�LV�PRUH�WR�WKH�VWRU\�WKDQ�OLWWOH�ELWV�RI�EODWDQW�OXQDF\��7KHUH�LV�D�ZHOO�HVWDEOLVKHG�ORQJ�WHUP�DJHQGD�6LQFH�������&RQJUHVV�KDV�UHPDLQHG�VWHDGLO\�RQ�WKH�VDPH�FRXUVH�ZLWK�UHVSHFW�WR�FKLOG�VXSSRUW�DQG�ZHOIDUH�UHIRUP��)RU�DOO�WKH�FRYHUDJH�WKH�FKLOG�VXSSRUW�LVVXH�KDV�UHFHLYHG�VLQFH��LW�LV�DPD]LQJ�WKDW�IHZ�SHRSOH�VHHP�WR�XQGHUVWDQG�DQ\�RI�LW��2QH�KDV�WR�IHHO�VRPH�DZH�WKDW�WKH�PRVW�H[WUHPH�OHIWLVW�DJHQGD�WKDW�KDV�HYHU�WDNHQ�KROG�LQ�WKH�8QLWHG�6WDWHV�KDV�VR�FRQVLVWHQWO\�EHHQ�WUHDWHG�DV�PDLQVWUHDP�DQG HYHQ�DV�FRQVHUYDWLYH�SROLF\��7KRVH�RI�XV�ZKR�KDYH�REVHUYHG�PRUH�FORVHO\�NQRZ�WKDW��SHUVRQDO�UHVSRQVLELOLW\��KDV�EHFRPH�D�SROLWLFDO�FRGH�SKUDVH�IRU�FRPSOHWH�FDSLWXODWLRQ�WR�DUELWUDU\�JRYHUQPHQW�FRQWURO�/HVW�VRPHRQH�ZLOO�WKLQN�,�DP�FRRNLQJ�XS�D�FRQVSLUDF\ �WKHRU\��OHW�PH�UHSHDW�VRPH�HVWDEOLVKHG�IDFWV��,UZLQ�*DUILQNHO��D�OHDG�UHVHDUFKHU�DQG�IRUPHU�KHDG�RI�WKH�:LVFRQVLQ�,QVWLWXWH�IRU�5HVHDUFK�RQ�3RYHUW\��KDG�KLV�ILIWHHQ�PLQXWHV�RI�IDPH�GXULQJ�WKH�����V��3URIHVVRU�*DUILQNHO�KDG�LPSRUWHG�D�VXLWH�RI�VRFLDO�HFRQRPLF�SROLFLHV�IURP�VRFLDOLVW�FRPPXQLVW�FRXQWULHV�DQG�SDFNDJHG�WKHP�LQ�DFDGHPLF�VRXQGLQJ�FRQVHUYDWLYH�SROLF\�UKHWRULF��+LV�SDFNDJH�EHFDPH��7KH�:LVFRQVLQ�0RGHO���ZKLFK�EHFDPH�WKH�QDWLRQDO�PRGHO�IRU�ZHOIDUH�UHIRUP��,Q�KLV�ODQGPDUN�ERRN��'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV��6DQIRUG�%UDYHU�SRLQWV�WR�*DUILQNHO�DV�RQH�RI�WKH�UHVHDUFKHUV�ZKRVH�LGHDV��DOWKRXJK�H[WUHPHO\�LQIOXHQWLDO�LQ�VKDSLQJ�QHZ�SROLF\��ZHUH�QRW�VXSSRUWHG�E\�DFWXDO�UHVHDUFK��7KH�SHUFHQW�RI�LQFRPH�FKLOG�VXSSRUW�JXLGHOLQH�XVHG�LQ�:LVFRQVLQ�LV�D�FRS\�RI�5XVVLDQ�ODZ�IURP�WKH�6RYLHW�HUD��D�VLPSOH�GHYLFH�IRU�PDLQWDLQLQJ�ZHDOWK�GLVWULEXWLRQ�E\�FHQWUDO�DXWKRULWDULDQ�FRPPDQG�(YHQ�WKRXJK�FUHGLEOH�UHVHDUFK�GRHV�QRW�VXSSRUW�WKH�H[DJJHUDWHG�FODLPV�DERXW��GHDGEHDW GDGV��LQ�WKH�8QLWHG�6WDWHV��LW�LV�UXPRUHG�WKDW�IDWKHUV�LQ�WKH�6RYLHW�8QLRQ�ZHUH�XQFRRSHUDWLYH��%XW�WKDW�KDV�WR�EH�VDLG�DERXW�D�ORW�RI�WKLQJV�XQGHU�FRPPXQLVP��$�JUHDW�PDVV�RI�SHRSOH�GLG�ZKDWHYHU�QHFHVVDU\�WR�DYRLG�LQWHUDFWLRQ�ZLWK�WKH�RYHUEHDULQJ�UHJLPH��5XVVLD�DQG�WKH�6RYLHW�VDWHOOLWH�VWDWHV�KDG�D YHU\�ODUJH�VKDUH�RI�WKHLU�HFRQRP\�LQ�WKH�EODFN�PDUNHW�6LPSOH�ZHDOWK�UHGLVWULEXWLRQ�XQGHU�VWULFW�FHQWUDO�DXWKRULWDULDQ�FRQWURO�KDV�EHHQ�WKH�DJHQGD��QRW�D�VLGHEDU��QRW�DQ�XQIRUWXQDWH�VLGH�HIIHFW�RI�PLVJXLGHG�SROLF\�UHIRUP��$V�PLOOLRQV�RI�QRQ�FXVWRGLDO�SDUHQWV�FDQ�DWWHVW��WKH�SULFH�LV�DW�OHDVW�DV�PXFK�LQ�ORVV�RI�LQGLYLGXDO�ULJKWV�DV�LQ�FDVK�,Q�WKH�8QLWHG�6WDWHV��PRYLQJ�FKLOG�VXSSRUW�IURP�RUGLQDU\�FLYLO�ODZ�WR�WKH�,56�LV�VRPHWKLQJ�UHIRUPHUV�KDYH�ZRUNHG�IRU�VLQFH�DW�OHDVW�WKH�ODWH�����V��*LYHQ�WKDW�LW�LV�XQFRQVWLWXWLRQDO�WR�WUHDW�FKLOG�VXSSRUW�OLNH�D�WD[�>�@��WKH\�KDYH�IDFHG�JUHDW�GLIILFXOW\�GRLQJ�LW��7KH�FULWLFDO�GLIIHUHQFH�LV�WKDW�WD[HV�DUH�SULPDULO\�D�OHJLVODWLYH�IXQFWLRQ��7KDW�LV��D�OHJLVODWLYH�ERG\�GHFLGHV�ZKDW \RXU�WD[�UDWH�LV�± SHULRG��,I�\RX�GR�QRW�OLNH�WKHLU�GHFLVLRQ�\RXU�RQO\�UHFRXUVH�LV�SXUHO\�SROLWLFDO�± WKURZ�WKH�EXPV�RXW�RI�RIILFH�LI�\RX�FDQ��,QGLYLGXDO�UXOLQJV�LQ�FKLOG�VXSSRUW�FDVHV�RQ�WKH�RWKHU�KDQG�DUH�VXEMHFW�WR�&RQVWLWXWLRQDO�UXOHV�RI�VXEVWDQWLYH�IDLUQHVV�± H[DFWO\�WKH�WKLQJ�WKDW�UHIRUPV�KDYH�VWUXJJOHG�WR�HOLPLQDWH�)RU�WKRVH�RI�\RX�ZKR�KDYH�WXQHG�LQ�ODWH��OHW�PH�UHSHDW�VRPHWKLQJ�WKDW�ORQJ�WLPH�REVHUYHUV�NQRZ�ZHOO��7KH�LQLWLDO�DWWDFN�LQ�WKH��GHDGEHDW�GDG��ZDUV�KDG�DQ�H[SOLFLW�JRDO�RI�UHOLHYLQJ�FRXUWV�RI�WKH�EXUGHQ�RI�WU\LQJ�LQGLYLGXDO�FDVHV��3UHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW�JXLGHOLQHV�ZHUH�FUHDWHG�DV�SDUWLDO�IXOILOOPHQW�RI�WKDW�SXUSRVH��,W�ZDV�DQG�LV�WKDW�EODWDQW�/HW�PH�DGG�DQRWKHU�IDFW��*UHDW�%ULWDLQ��$XVWUDOLD��1HZ�=HDODQG��&DQDGD��1RUZD\��6ZHGHQ��)UDQFH��*HUPDQ\��6ZLW]HUODQG��$XVWULD��DPRQJ�RWKHUV�KDYH�DOO�VHHQ�PDMRU�UHIRUPV�OLQNHG�WR��GHDGEHDW�GDG��SROLWLFV��)DWKHUV�LQ�WKRVH�FRXQWULHV�ZLOO�UHSHDW�WKH�VDPH�FRPSODLQWV�DV�IDWKHUV�LQ�WKH�86��<RX�PLJKW�ZRQGHU�ZKDW�FRXQWULHV�OLNH�6ZHGHQ�DUH�GRLQJ�RQ�WKH�OLVW��7KH\�ZHUH�QRW�VRFLDOLVW�HQRXJK�IRU�&OLQWRQ�DGYLVRUV�ZKR�KHOSHG�WKH�6RFLDO�'HPRFUDWLF�/DERU�3DUW\�EDFN�LQWR�SRZHU�LQ��������%XW�WKH�JRYHUQPHQW�LQ�6ZHGHQ�LV�FXUUHQWO\�UHWKLQNLQJ�WKH�QHZ�SROLFLHV�VLQFH�WKH\�KDYH�UHFHLYHG�KHDY\�FULWLFLVP�IURP�WRR�PDQ\�SODFHV��:H�DUH�LQ�IDFW�QRW�UHDOO\�GHDOLQJ�ZLWK�D�ORFDO�SKHQRPHQRQ��:HOIDUH�DQG�FKLOG�VXSSRUW�UHIRUPV�KDYH�EHHQ�FRRUGLQDWHG�ZLWK�LQWHUQDWLRQDO�FRQYHQWLRQV�VXFK�DV�WKH�+DJXH�&RQIHUHQFH�RQ�3ULYDWH�,QWHUQDWLRQDO�/DZ��7KHUH�KDYH�EHHQ�8QLWHG�1DWLRQV�FRQIHUHQFHV�RQ�FKLOG�VXSSRUW�DQG�IDPLO\�ODZ�ZLWK�86�SDUWLFLSDWLRQ� 7KH�$PHULFDQ�%DU�$VVRFLDWLRQ�KRVWV�VSHFLDO�LQWHUHVW�JURXSV�LQ�LQWHUQDWLRQDO�ODZ�LQFOXGLQJ�SULYDWH���IDPLO\�ODZ��6RPH�RI�WKH�PRVW�LQIOXHQWLDO�SROLF\�UHIRUPHUV�LQ�WKH�8QLWHG�6WDWHV�EHORQJ�WR�JURXSV�OLNH�7KH�,QWHUQDWLRQDO�6RFLHW\�RI�)DPLO\�/DZ�
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1R�PDWWHU�ZKDW�,�VD\��,�DP�VXUH�WKDW�WKHUH�ZLOO�EH�D IHZ�SHRSOH�ZKR�WKLQN�WKLV�DOO�ORRNV�WRR�PXFK�OLNH�D�FRQVSLUDF\�WR�EH�WUXH��%XW�OHW�PH�ILQLVK�ZLWK�DQ�LPSRUWDQW�TXHVWLRQ�± D�TXHVWLRQ�WKDW�RFFXSLHG�P\�WKRXJKWV�IRU�PDQ\�\HDUV��)URP�WKH�VWDUW��D�JUHDW�PDQ\�SHRSOH�NQHZ�WKDW�WKH�FKLOG�VXSSRUW�UHIRUPV�ZHUH�ZURQJ��,�GRQ
W�PHDQ�WKLV DV�DQ�H[DJJHUDWHG�ZD\�RI�GHVFULELQJ�D�GLIIHUHQFH�RI�RSLQLRQ�± ,�PHDQ�ZURQJ��DQG�WKH\�ZHUH�ZURQJ�LQ�PDQ\�ZD\V��7KH�IXQGDPHQWDO�IDFWRLGV�WKDW�VHHPHG�WR�MXVWLI\�FKLOG�VXSSRUW�UHIRUPV�KDYH�DOO�EHHQ�SURYHQ�ZURQJ��7KH�JUHDW�FDUURW�IRU�WKH�YRWLQJ�SXEOLF�± WKDW�UHIRUPV�ZRXOG�VDYH�PRQH\�IRU�WD[SD\HUV�ZDV�ZURQJ��DQG�QRZ�WKDW�WKH�H[SHULPHQW�KDV�EHHQ�UXQ�LW�KDV�EHHQ�SURYHQ�ZURQJ��,QMXVWLFH�DQG�YLRODWLRQV�RI�WKH�&RQVWLWXWLRQ�KDYH�EHFRPH�VR�REYLRXV�WKDW�HYHQ�WKH�JHQHUDO�SXEOLF�LV�FDWFKLQJ�RQ��7KH�FULWLFLVPV�RI�WKH�SROLFLHV�KDYH�H[SDQGHG�LQ�DOO�TXDUWHUV�:K\�GRHV�LW�FRQWLQXH"&LWHG���+ROPEHUJ�Y��+ROPEHUJ��&DUOVRQ�Y��&DUOVRQ��DQG�.DOLV�)XOOHU�Y��)XOOHU��&W��1RV��&����������&�����������&���������&�����������6OLS�2S���0LQQ��6��&W��-DQ������������7KH�ELOO�ZDV�LQWURGXFHG�E\�0U��&2;��IRU�KLPVHOI��0U��)2/(<��0V��+$57��0V��/2)*5(1��0U��),/1(5��0U��'5(,(5��0U��6+$'(**��0U��6&+$))(5��0U��72:16��0U��0&.(21��0U��6(16(1%5(11(5��0U��2:(16��0U��:,/621�RI�6RXWK�&DUROLQD��0U��*5$+$0��0U��&811,1*+$0��0U��%$/'$&&,��0U��26(��0U��6$1'(56��0U��%$55�RI�*HRUJLD��0V��%52:1�RI�)ORULGD��0U��%85721�RI�,QGLDQD��0U��&$/9(57��0U��527+0$1��0U��+251��0U��,66$��0U��*$5<�*��0,//(5�RI�&DOLIRUQLD��0U��.8&,1,&+��0U��3(1&(��0U��3,776��0U��3$6&5(//��0U��320%2��0U��52+5$%$&+(5��0U��52<&(��0U��7$1&5('2��0U��7,%(5,��0U��:$/'(1�RI�2UHJRQ��0U��*,//025��DQG�0U��'81&$1�&RS\ULJKW��������5RJHU�)��*D\
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&RUSRUDWH�)UDXG��,W
V�&OLQWRQ
V�)DXOW�
5RJHU�)��*D\���������7KH�FRQQHFWLRQ�EHWZHHQ�WKH�&OLQWRQ�DGPLQLVWUDWLRQ�DQG�WKH�FROODSVH�RI�D�VXEVWDQWLDO�SRUWLRQ�RI�FRUSRUDWH�$PHULFD�LV�FRQFUHWH�DQG�UHDFKHV�ZHOO�EH\RQG�WKH�GDQJHUV�WKDW�DUH�FXUUHQWO\�SHUFHLYHG��,�ORRNHG�IRU�WKH�LQHYLWDEOH�FRXQWHUSXQFK��'HPRFUDWV�KDYH�EHHQ�RYHUUHDFKLQJ�WR�FUHDWH�WKDW�PDJLFDO�IHHOLQJ�WKDW�IUDXG�ZLWKLQ�$PHULFDQ�FRUSRUDWLRQV�FDQ�EH�EODPHG�RQ�3UHVLGHQW�%XVK�DQG�9LFH�3UHVLGHQW�&KHQH\��7KH�PHUH�VXJJHVWLRQ�PLJKW�KHOS�WKHP�ZLQ�FRQJUHVVLRQDO�VHDWV�WKLV�\HDU��3DXO�%HFNQHU��SUHVLGHQW�RI &LWL]HQV�IRU�D�6RXQG�(FRQRP\ UHVSRQGHG�LQ�DQ DUWLFOH�HQWLWOHG $�7UDJLF�)DLOXUH�RI�/HDGHUVKLS��,W�LV�%LOO�&OLQWRQ
V�IDXOW�DIWHU�DOO��7KDW�ZDV�ZKDW�,�ZDV�ORRNLQJ�IRU��,�WDNH�3DXO�%HFNQHU
V�SRLQWV�VHULRXVO\�DV�D�PDWWHU�RI�IDFW��+H�VKDPHV�SROLWLFLDQV��'HPRFUDWV��IRU�EHKDYLQJ�XQHWKLFDOO\���,W�WXUQV�RXW���KH�ZULWHV���WKH�FRQGXFW��EHKDYLRU��DQG�PRUDO�WRQH�RI�RXU�OHDGHUV�UHDOO\�GRHV�PDWWHU���2I�FRXUVH�LW�GRHV��+H�JRHV�RQ�WR�FDVWLJDWH�'HPRFUDWV�IRU�UHPDLQLQJ��VLOHQW�RQ�D�PDVVLYH�JRYHUQPHQW�DFFRXQWLQJ�VKDP�± WKH�IXWXUH�RI�6RFLDO�6HFXULW\���%HFNQHU�LV�D�GHIHQGHU�RI�IUHH�HQWHUSULVH�DQG�OLPLWHG�JRYHUQPHQW�ZKR�KDV�QR�GLIILFXOW\�DGPLWWLQJ�WKDW�WKH�FXUUHQW�SUREOHP���WKH�ODUJHVW�FRUSRUDWH�DFFRXQWLQJ�VFDQGDO�DQG�WUDJHG\�LQ�RXU�QDWLRQ¶V KLVWRU\���LV�VHULRXV��3RLQWLQJ�RXW�WKH�VLPLODULW\�LQ�FKDUDFWHU�EHWZHHQ�DQ�RSSRVLQJ�SDUW\�DQG��VRPH�JUHHG\��RYHUO\�DPELWLRXV��XQVFUXSXORXV��DQG�VOLFN�FRUSRUDWH�&(2V�>ZKR@�IROORZHG�&OLQWRQ¶V�OHDG�DQG�GHOLEHUDWHO\�DQG�EUD]HQO\�FRPPLWWHG�IUDXG��PLJKW�DOVR�EH�UHJDUGHG�DV�TXLFN�ZLWWHG�SROLWLFV��$V�PXFK�DV�,�DJUHH�ZLWK�3DXO�%HFNQHU
V�SRLQWV��WKH�VXEWOH�QRLVH�RI�FODVVLF�SROLWLFDO�VWHUHRW\SH�LV�SRXQGLQJ�LQ�P\�EUDLQ��,�UHDG�PRVW�SROLWLFDO�GHEDWH�DV�D�E\�SURGXFW�RI�RXU�GH�IDFWR WZR�SDUW\�V\VWHP��,W�FDXVHV�PH�WR�LPDJLQH�D�JUHDW�ZDOO�EHWZHHQ�WZR�VLGHV�RI�$PHULFD��2Q�WKH�ULJKW��FRUSRUDWH�LQGLYLGXDOLVWV�ZKR�PXVW�WDNH�SHUVRQDO�UHVSRQVLELOLW\�IRU�WKHLU�DFWLRQV�GHIHQG�DJDLQVW�DQ�HYHU�HQFURDFKLQJ�%LJ�%URWKHU�JRYHUQPHQW��7KH�OHIW�VSHDNV�LQ�WHUPV�RI�JURXSV�UDWKHU�WKDQ�LQGLYLGXDOV��7KDW�*HRUJH�:��%XVK�DQG�'LFN�&KHQH\�KDYH�EHHQ�RQ�WKH�FRUSRUDWH�VLGH�PDNHV�WKHP�JXLOW\�E\�DVVRFLDWLRQ��%XW�WKH�IDFW�LV�WKDW�WKHUH�LV�QR�JUHDW�ZDOO�EHWZHHQ�FRUSRUDWH�$PHULFD�DQG�JRYHUQPHQW��7KH�UHODWLRQVKLS�EHWZHHQ�ELJ�JRYHUQPHQW�DFFRXQWLQJ�IUDXG�DQG FRUSRUDWH�DFFRXQWLQJ�IUDXG�LV�QRW�PHUHO\�D�PDWWHU�RI�FRS\�FDW�EHKDYLRU��$�FRQFUHWH�WLH�PLJKW�QRW�VR�HDVLO\�EH�IRXQG�LQ�WKH�WUDGLWLRQDO�6RFLDO�6HFXULW\��7UXVW�)XQG��EXW�LW�FDQ�EH�IRXQG�± UDWKHU�HDVLO\�E\�DQ\RQH�ZKR�UHDOO\�ORRNV�± LQ�WKH�QHZ�6RFLDO�6HFXULW\ �WUXVW�IXQG��FUHDWHG�EHIRUH�%LOO�&OLQWRQ�WRRN�RIILFH��$UWKXU�$QGHUVHQ�&RQVXOWLQJ�ZDV�D�NH\�SOD\HU��:KR�WDXJKW�ZKR"�5HPHPEHU�ZHOIDUH�UHIRUP"�%DFN�LQ������ZKHQ�WKH�FXUUHQW�YLVLRQ�RI�UHIRUP�ZDV�ERUQ��GLYRUFHG�DQG�QHYHU�PDUULHG�PHQ�ZHUH�SD\LQJ�DURXQG�����ELOOLRQ�DQQXDOO\�WR�PRWKHUV�LQ�FKLOG�VXSSRUW��$YDLODEOH�HYLGHQFH�VKRZHG�D�KLJK�UDWH�RI�SD\PHQW�EXW�&RQJUHVV�GHFLGHG�WR�FUHDWH�WKH�86�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2&6(��DQ\ZD\��,Q�WKH�PLG�����V�2&6(�SURPRWHG�LWVHOI�DV�DQ�HVVHQWLDO�HOHPHQW�LQ�WKH�HFRQRP\�ILJKWLQJ�D�IRH�VR�VLQLVWHU�DQG�GHVWUXFWLYH�WKDW�LW�WKUHDWHQHG�WKH�QDWLRQ��)RU�WKH�OHIW��LW�ZDV�ELJ�JRYHUQPHQW�FHQWUDOL]HG�LQWHUYHQWLRQ�DQG�12:�ZDV�IRU�LW��6RPHERG\�VDLG��SHUVRQDO�UHVSRQVLELOLW\��DQG�WKH�ULJKW�ZDV�KRRNHG�DV�ZHOO��7KH�FKLOG�VXSSRUW�HQIRUFHPHQW�EXGJHW�FOLPEHG�WR�DSSUR[LPDWHO\����ELOOLRQ�DQQXDOO\��%\�WKH�HDUO\�����V�SROLWLFLDQV�ZHUH�FODLPLQJ�WKDW�WKH�EDWWOH�DJDLQVW��GHDGEHDW�GDGV��ZRXOG�UHPRYH�ZRPHQ�DQG�FKLOGUHQ�IURP�ZHOIDUH�UROOV��ORZHU�WD[HV��FXUH�EDOGQHVV��DQG�OHDG�WR�GLVFRYHU\�RI�DQ�HIIRUWOHVV�GLHW�WKDW�UHDOO\�ZRUNV��)RUFH��SUHVXPDEO\�ZHDOWK\��IDWKHUV�WR�SD\�FKLOG�VXSSRUW�VR�WKDW�PRWKHUV�DQG�FKLOGUHQ�FDQ�OHDYH�ZHOIDUH��UHOLHYLQJ�WD[SD\HUV��,W�VRXQGHG�OLNH�D�SODQ��+HUH�LV�KRZ�LW�ZRUNHG��,QLWLDOO\�WKHUH�ZHUH�QR�FROOHFWLRQV�RQ�WKH�ERRNV�LQ�QRQ�ZHOIDUH�FDVHV��7KH�UHIRUPV�H[SDQGHG�WKH�VFRSH�RI�IHGHUDO�LQYROYHPHQW�LQ�FKLOG�VXSSRUW�HQIRUFHPHQW�WR�LQFOXGH�DOO�FKLOG�VXSSRUW�FDVHV��,QVWHDG�RI�DOORZLQJ�QRUPDO�SD\PHQW�E\�FKHFN��FDVK��RU�PRQH\�RUGHU�WKH�JRYHUQPHQW�EHJDQ��IRUFLQJ�IDWKHUV�WR�SD\��WKURXJK�WKHLU�V\VWHP��$OO�SD\PHQWV�DUH�HQWHUHG�LQWR�2&6(
V�ERRNV�DV��FROOHFWLRQV��ZKLFK�QRZ�LQFOXGH�UHJXODU�QRQ�SUREOHPDWLF�SD\PHQWV�LQ�QRQ�ZHOIDUH�FDVHV��$V�PRUH�SDUHQWV�UHFHLYHG�RUGHUV�WR�SD\�WKURXJK�WKH�V\VWHP�\HDU�DIWHU�\HDU��2&6(�UHSRUWHG�LQFUHDVHV�LQ��FROOHFWLRQV���ZKLFK�ZHUH�PRVWO\�QRQ�SUREOHPDWLF�QRQ�ZHOIDUH�UHODWHG�SD\PHQWV�WKDW�ZRXOG�KDYH�EHHQ�SDLG�DQ\ZD\���6WDWHV��WKH�&6(�SURJUDP��UHFHLYHG�PRUH�IHGHUDO�IXQGLQJ�DV�D�UHVXOW�RI�UHSRUWLQJ�KLJKHU��FROOHFWLRQV���%XW�ZDLW��WKDW
V�QRW�DOO��7KH�GHDO�ZDV�WRR�JRRG�IRU��FROOHFWLRQ��DJHQWV�WR�VLW�RQ�WKH�VLGHOLQHV��:KDW�LI�WKH\��LQGLYLGXDOO\��FRXOG�NHHS�D�SRUWLRQ�RI�WKH�WDNH"�7KH�LQWHUHVWV�RI�EXUHDFUDWLF�JURZWK�DQG��HQWUHSUHQHXUVKLS��ZHUH�DOLJQHG��7KH�SXEOLF�SULYDWH�SDUWQHUVKLS LQ�FKLOG�VXSSRUW�FROOHFWLRQ�ZDV�ERUQ��5HSUHVHQWDWLYHV�IURP�WKH�QHZ�SULYDWH�FKLOG�VXSSRUW�FROOHFWLRQ�LQGXVWU\�EHFDPH�H[WUHPHO\�LQIOXHQWLDO�LQ�GHILQLQJ�SROLF\��,I�\RX�FDQ
W�FROOHFW�PXFK�IURP�SHRSOH�ZKR�GRQ
W�SD\��EHFDXVH�WKHUH�LV�QR�RUGHU�RU�WKH\
UH�EURNH���WKHQ�DUELWUDULO\�LQFUHDVH�WKH�DPRXQW�WKDW�QRUPDOO\�JRRG�SD\HUV�DUH�RUGHUHG�WR�SD\��'HEW�ZLOO�LQFUHDVH��HVSHFLDOO\�LI�SURSHU�DGMXVWPHQWV�DUH�UHIXVHG�IRU�YLVLWDWLRQ��XQHPSOR\PHQW�DQG�RWKHU�FDXVHV�RI�UHGXFHG�LQFRPH��'R�QRW�IRUJLYH�FKLOG�VXSSRUW�GHEW�HYHQ�ZKHQ�'1$�WHVWV�SURYH�WKH�PDQ�LV�QRW�WKH�IDWKHU��6R�WKDW
V�ZKDW�WKH\�GLG�DQG�VRRQ�SROLWLFLDQV�ZHUH�SDUURWLQJ�WKH�SKUDVH���7KHUH�LV�QR�H[FXVH�IRU�QRW�SD\LQJ�FKLOG�VXSSRUW���7KHUH�LV�VWLOO�PRUH�WR�WKH�VWRU\��%LOOLRQV�RI�GROODUV��FROOHFWHG��KDYH�QRW�EHHQ�GLVSHUVHG�EHFDXVH�UHFLSLHQWV�FDQQRW�EH�IRXQG��:KR�NHHSV�WKH�LQWHUHVW"�:K\�LV�WKH�PRQH\�QRW�UHWXUQHG�WR�SD\HUV"�)RU�WKDW�PDWWHU��ZKR�JHWV�WKH�LQWHUHVW�RQ�PRQH\�SDVVLQJ�WKURXJK�WKH�V\VWHP�WKDW�LV�GLVSHUVHG"�'XULQJ�WKH�&OLQWRQ�\HDUV�DSSUR[LPDWHO\����ELOOLRQ�GROODUV�± D�KXJH�VXP�� ZDV�VSHQW�RQ�D ELJ�EURWKHU�FRPSXWHU�V\VWHP��DOOHJHGO\�IRU�WUDFNLQJ��GHDGEHDW�GDGV���,�ZRXOG�KDYH�KDSSLO\�FUHDWHG�D�FKLOG�VXSSRUW�WUDFNLQJ�V\VWHP�IRU�RQH�PLOOLRQ�GROODUV�DQG�ODXJKHG�DOO�WKH�ZD\�WR�WKH�EDQN��:KR�JRW�DOO�WKDW�PRQH\�DQG�ZK\"�:K\�LV�WKH�V\VWHP�NHHSLQJ�LQIRUPDWLRQ�RQ�HYHU\RQH��,�PHDQ�HYHU\RQH��UDWKHU�WKDQ�MXVW�WUDFNLQJ�FKLOG�VXSSRUW�SD\PHQWV"�)RU�HLJKW�IXOO�&OLQWRQ�\HDUV�JRYHUQPHQW�DFFRXQWLQJ�IUDXG�KHOG�KDQGV�ZLWK�FRUSRUDWH�SURILW��&RUSRUDWH�SDUWQHUV�LQFOXGH�VRPH�RI�$PHULFD
V�ODUJHVW�FRPSDQLHV�DV�ZHOO�DV�VRPH QHZFRPHUV��VRPH�JUHHG\��RYHUO\�DPELWLRXV��XQVFUXSXORXV��DQG�VOLFN�HQWUHSUHQHXUV�DV�ZHOO�DV�VRPH�
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OHVV�WKDQ�HQWKXVLDVWLF�ODUJH�JRYHUQPHQW�FRQWUDFWRUV�ZKR�ZHUH�IRUFHG�WR�SDUWLFLSDWH�XQGHU�JRYHUQPHQW�SUHVVXUH���6RPH�LQ�WKLV�ODWWHU�JURXS�KDYH�SXOOHG�RXW�VLQFH�*HRUJH�%XVK�WRRN�RIILFH���)UDXGXOHQW�DFFRXQWLQJ�SUDFWLFHV�OHDFKHG�RXW�LQ�HYHU\�GLUHFWLRQ�DV�JRYHUQPHQW�UHJXODWLRQ�SLOHG�XS�WR�FUHDWH�FRUSRUDWH�SURILWV�DQG�SRUN��'XH�SURFHVV�DQG�VHSDUDWLRQ�RI�SRZHUV�HVVHQWLDO�WR�RXU�&RQVWLWXWLRQDO�V\VWHP�QR�ORQJHU�H[LVW�LQ�WKH�H[SHULHQFH�RI�WHQV�RI�PLOOLRQV�RI�$PHULFDQV��&KLOG�VXSSRUW�DJHQFLHV�SHUIRUP�MXGLFLDO�WDVNV��KROG�KHDULQJV��ZULWH�UHJXODWLRQV��ODZV���DQG�GHWHUPLQH�HYHU\�VWDWH
V�HOLJLELOLW\�IRU�IXQGLQJ��LQFOXGLQJ�IXQGLQJ�IRU�WKH�VWDWH�MXGLFLDU\��7KH�V\VWHP�RI�FKHFNV�DQG�EDODQFHV�SURWHFWLQJ�EDVLF�LQGLYLGXDO�ULJKWV�LV�JRQH��7KH�SUREOHP�JRHV�IDU�EH\RQG�WKH�HQRUPRXV�ORVVHV�H[SHULHQFHG�E\�LQGLYLGXDOV�LQ�WKH�VWRFN�PDUNHW��$�SXEOLF�SULYDWH�FRQVSLUDF\�GHILQHV�WKH�GDLO\�OLIH�RI�D�JUHDW�SRUWLRQ�RI�WKH�SRSXODWLRQ��$Q\�SDUW\�QRW ZRUNLQJ�IHYHULVKO\�WR�HOLPLQDWH�XQVFUXSXORXV�IHGHUDO�PDQLSXODWLRQ�RI�GRPHVWLF�UHODWLRQV�ODZ�LV�QRW�HQWLWOHG�WR�WKH�KLJK�JURXQG�RQ�DFFRXQWLQJ�DQG�SXEOLF�HWKLFV��&RS\ULJKW��������5RJHU�)��*D\
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7KH�6SHFLDO�,QWHUHVW�,VVXH�LQ�����
5RJHU�)��*D\���������7KLV�LV�RQO\�D��PLG�WHUP��HOHFWLRQ�\HDU�ZKHQ�WKHUH�LV�QR�SUHVLGHQWLDO�UDFH��7KHUH�DUH�86�DQG�VWDWH�UHSUHVHQWDWLYHV�DQG�VHQDWRUV��JRYHUQRUV��PD\RUV��DQG�GRJ�FDWFKHUV�ZKRVH�WHUPV�DUH�DW�DQ�HQG�EXW�QRW�DV�PXFK�ELJ�PRQH\�FDPSDLJQLQJ��)RU�HYHU\�$PHULFDQ�KRZHYHU��LW�LV�VWLOO�D�VHDVRQ�IRU�GHFLGLQJ�WKH�EDODQFH�RI�SRZHU�EHWZHHQ�RQH�JURXS�RI�ODZ\HUV�DQG�WKH�RWKHU�������ZDV�D�SUHVLGHQWLDO�HOHFWLRQ�\HDU��7KH�WHUP��VSHFLDO�LQWHUHVW��VHHPHG�PRUH�SRSXODU�WKHQ��,Q�-DQXDU\��SDUWLFLSDQWV�LQ�3%6�1HZV+RXU GLVFXVVHG�WKH�ZD\�VSHFLDO�LQWHUHVW�DGYHUWLVLQJ�PLJKW�LQWHUIHUH�ZLWK�SROLWLFDO�SDUW\�PHVVDJH�PDQDJHPHQW��,Q�WKH�)HEUXDU\�LVVXH�RI�1DWLRQDO�5HYLHZ <HVKLYD�8QLYHUVLW\�SURIHVVRU�-RKQ�0F*LQQLV�FRPPHQGHG�6HQDWRU�-RKQ�0F&DLQ�IRU�UHFRJQL]LQJ�WKDW�WKH�JRYHUQPHQW�VHUYHV�VSHFLDO�LQWHUHVWV�LQVWHDG�RI�WKH�SXEOLF�JRRG�ZKLOH�FULWLFL]LQJ�WKH�6HQDWRU�EHFDXVH�KH��FRQVLVWHQWO\�WDNHV�VWDQGV�WKDW�ZRXOG�VWUHQJWKHQ�UDWKHU�WKDQ�GLVVROYH�WKH�VSHFLDO�LQWHUHVW�VWDWH���,Q�-XO\��0LNH�$OOHQ�DW�WKH�:DVKLQJWRQ�3RVW UHSRUWHG�WKDW�VSHQGLQJ�RQ�VSHFLDO�LQWHUHVW�DGYHUWLVLQJ�ZLWK�PHVVDJHV�VLPLODU�WR�WKRVH�RI�FDQGLGDWHV��PLJKW�PDWFK�RU�H[FHHG�WKDW�RI�WKH�FDQGLGDWHV�LQ�KRWO\�FRQWHVWHG�+RXVH�DQG�6HQDWH�UDFHV���,Q�������:DVKLQJWRQ�YRWHUV�SDVVHG�D�VSHQGLQJ�OLPLWV�ODZ�WKDW�EDUUHG�D�SROLWLFDO�SDUW\
V�XQUHJXODWHG�FDPSDLJQ�IXQGV�IURP�EHLQJ�VSHQW�WR�SURPRWH�LQGLYLGXDO�FDQGLGDWHV��,Q�$XJXVW�RI������WKH�HGLWRUV�RI�WKH�6HDWWOH�3RVW�,QWHOOLJHQFHU ZHUH�ODPHQWLQJ�LWV�GRZQIDOO�WR�WKH�VWDWH�6XSUHPH�&RXUW
V�GHIHQVH�RI�IUHH�VSHHFK���9RWHUV�DFURVV�WKH�QDWLRQ�KDYH�PDGH�FOHDU�WKHLU�SURIRXQG�GLVJXVW�ZLWK�PRQH\
V�LQIOXHQFH�LQ�SROLWLFV���WKH\�ZURWH���7KH�FRXUW
V�GHFLVLRQ�FRPSRUWV�ZLWK�WKH�&RQVWLWXWLRQ��EXW�UXQV�FRXQWHU�WR�WKDW�SXEOLF�VHQWLPHQW���+RZ�PDQ\�RI�\RX�FRXOG�VHH�WKDW�FRPLQJ"�7KH�&RQVWLWXWLRQ�KDV�EHHQ�DURXQG�IRU�D�ZKLOH��6R�KDV�SDQGHULQJ�WR�VSHFLDO�LQWHUHVWV��7KH��VSHFLDO�LQWHUHVW��LVVXH�LV�D�PDLQVWD\�RI�SROLWLFDO�UKHWRULF�DOPRVW�DOZD\V�WLHG�WR�PRQH\� %XW�ZLWK�WKH�SUREOHPV�RI�$UWKXU�$QGHUVRQ��(QURQ��*OREDO�&URVVLQJ��:RUOG&RP��;HUR[��.PDUW��,P&ORQH��7\FR��$GHOSKLD�&RPPXQLFDWLRQV��0HUULOO�/\QFK������WR�QDPH�D�IHZ��SROLWLFLDQV�PD\�ILQG�LW�GLIILFXOW�WR�FRSH��,W�LVQ
W�MXVW�HOHFWLRQ�\HDU�UKDSVRG\�DQ\PRUH��'HPRFUDWV�WULHG�WR�EODPH�5HSXEOLFDQV��5HSXEOLFDQV�KLQWHG�DW�WKH�LQYROYHPHQW�RI�'HPRFUDWV��,I�WKLV�NHHSV�XS�VRPHRQH�PLJKW�EHJLQ�WR�VXVSHFW�WKDW�SROLWLFLDQV�SDQGHU��7KDW�PD\�PDNH�WKLV�MXVW�WKH�ULJKW�\HDU�IRU�SHRSOH�ZKR�DUH�QRW�UXQQLQJ�IRU�RIILFH��VKLOOLQJ�IRU�D�SROLWLFDO�SDUW\��RU�VHOOLQJ�DGYHUWLVLQJ�WR�GLVFXVV�WKH��VSHFLDO�LQWHUHVW��SUREOHP��0D\EH�ILUVW�ZH�QHHG�WR�UHWKLQN�WKH�SKUDVH��SDQGHULQJ�WR�VSHFLDO�LQWHUHVWV���,W�VHHPV�WKH�NLQG�RI�SKUDVH�WXUQLQJ�WKDW�OHDGV�WR�GHVFULELQJ�D�VRFLRSDWK�DV�VRPHRQH�ZKR�VNLUPLVKHV�WR�VDWLVI\�GLIILFXOW�WR�PHHW�QHHGV��:KDW�ZH�DUH�UHDOO\�FRQFHUQHG�DERXW�LV�O\LQJ��FKHDWLQJ��VWHDOLQJ��SRUN�EDUUHOLQJ��SDWURQDJH��EULEHU\��FRUUXSWLRQ��H[WRUWLRQ��DQG�GHFHSWLRQ��ULJKW"�%XW�LI�WKLV�LV�GRQH�XQGHU�WKH�FRORU�RI�ODZV�ZULWWHQ�E\�SHRSOH�ZKR�DUH�GRLQJ�LW�ZH�FDOO�LW��SDQGHULQJ���6RPH�GHEDWH�RQ�SDQGHULQJ�VHHPV�WR�VXJJHVW�WKH�IDXOW�RI�YLFWLPV�IRU�RIIHULQJ�D�ZHDNQHVV�WR�H[SORLW��$W�RWKHU�WLPHV�LW�VHHPV�WR�PHDQ�WR�SHUIRUP�D�VSHFLDO�VHUYLFH ± SHUKDSV�IRU�SHRSOH�ZLWK�GLIILFXOW�WR�PHHW�QHHGV��2XU�ZHOO GHYHORSHG�SROLWLFDO�VWHUHRW\SHV�DUH�RI�RQH�JURXS�WKDW�IDYRUV�SDQGHULQJ�WR�ZHDOWK\�FRUSRUDWLRQV�DQG�DQRWKHU�WR��VRFLDO�JURXSV���)LJKWLQJ�IRU�WKH�PLGGOH�WKHVH�GD\V�VHHPV�WR�LQYROYH�GDPQLQJ�WKH�RWKHU�SDUW\
V�VWHUHRW\SLFDO�SDQGHULQJ�DQG�FDOOLQJ�IRU�DOWHUQDWLYH�SDQGHULQJ�DV�D�QHFHVVDU\�VWHS�WRZDUG�PRGHUDWLRQ��6KRXOG�ZH�DVVXPH�WKDW�QR�RQH�LQ�WKH�UHDO�ZRUOG�QHHGV�KHOS"�2I�FRXUVH�QRW��&RUSRUDWLRQV�DUH�DSSDUHQWO\�VR�FRPSOLFDWHG�WKDW�WKH�ODUJHVW�DQG�PRVW�VXFFHVVIXO�DFFRXQWLQJ�FRUSRUDWLRQV�KDYH�GLIILFXOW\�PHHWLQJ�WKHQHHGV�RI�WKHLU�FOLHQWV��,W�JRHV�ZLWKRXW�TXHVWLRQ�WKDW��VRFLDO�JURXSV��DOPRVW�DOZD\V�KDYH�QHHGV�WKDW�DUH�GLIILFXOW�WR�PHHW��)URP�:RPHQ
V�(QHZV��%RWK�3DUWLHV�6D\�:RPHQ
V�:DOOHWV�5LSH�IRU�7DSSLQJ���3DUW\�RSHUDWLRQV�KDYH�IRU�WRR�ORQJ�EHHQ�YLHZHG�DV�PRVWO\�D�PDQ
V�DUHQD���VDLG�,OOLQRLV�'HPRFUDW�-DQ�6FKDNRZVN\���:H�ZDQW�ZRPHQ�WR�EH�DFWXDOO\�LQYHVWLQJ�LQ�FDQGLGDWHV�DQG�LQ�WKH�SDUW\��:KHQ�\RX�PDNH�DQ\�NLQG�RI�LQYHVWPHQW��\RX�GHILQLWHO\�IHHO�PRUH�FRQQHFWHG��,�WKLQN�WKHUH
V�D�ZKROH�XQWDSSHG�FRQVWLWXHQF\�RXW�WKHUH�WKDW�LV�UHDG\�DQG�ZDLWLQJ�WR�EH�HQJDJHG���:RPHQ�XVHG�WR�JHW�HQJDJHG�WR�PHQ��PDUU\�DQG�VHWWOH�GRZQ�WR�ZUHVWOH�ZLWK�WKH�FRQFHSW�RI�PXWXDO�VXSSRUW��7RGD\
V�SURJUHVVLYH�SROLWLFLDQV�DSSDUHQWO\�VHH�LW�GLIIHUHQWO\��:RPHQ
V�LVVXHV�URDUHG�LQWR�WKH�PLGGOH�FODVV�WKURXJK�ZHOIDUH�UHIRUP�GXULQJ�WKH�SDVW�TXDUWHU�FHQWXU\��1RZ�IDPLO\�VXSSRUW�LV�ZLWKKHOG�IURP�WKH�ROG�PDQ
V�SD\FKHFN�DQG�VHQW�WR�WKH�JRYHUQPHQW�IRU�UHDOORFDWLRQ��([DFWO\�ZKR�JHWV�ZKDW�LV�GHFLGHG E\�SROLWLFLDQV��7KLV�LV�H[DFWO\�WKH�PRPHQW�IRU�ZRPHQ�WR��IHHO�PRUH�FRQQHFWHG��WR�SROLWLFV�DQG�WR��LQYHVW���12:�EUDJV�WKDW�WKHLU�3$&V�FROOHFW�PRQH\�WKURXJK�����ORFDO�FKDSWHUV��,W�LV�WKH�ODUJHVW�IHPLQLVW�FDPSDLJQ�FRQWULEXWLRQ�PDFKLQH�LQ�WKH�FRXQWU\��7KH�DLP LV�WR�JDLQ�LQIOXHQFH�LQ�HYHU\�OHYHO�RI�JRYHUQPHQW��IURP�SUHVLGHQWV�WR�VWDWH�FRXUW�MXGJHV��7KLV�LQ�WXUQ�LV�FUHDWLQJ�D��ZKROH�XQWDSSHG�FRQVWLWXHQF\��RI�PHQ�ZKR�DUH�EHJLQQLQJ�WR��IHHO�PRUH�FRQQHFWHG��WRR��7KH�PRUH�SDQGHULQJ�ZRPHQ�JHW��WKH�PRUH�GLIILFXOW�LW LV�IRU�PHQ�WR�PHHW�WKHLU�QHHGV��OLNH�IRRG��FORWKLQJ��DQG�VKHOWHU��0HQ�VKRXOG�OHDUQ�WR��LQYHVW��LQ�FDQGLGDWHV�DQG�SROLWLFDO�SDUWLHV��,I�LW�SD\V�RII�VRPHRQH�LQ�WKH�JRYHUQPHQW
V�)DWKHUKRRG�,QLWLDWLYH PLJKW�VXJJHVW�IRUJLYLQJ�D�VPDOO�SRUWLRQ�RI�WKHLU�SROLWLFDOO\�FUHDWHG�GHEW��7KLV�DOO�OHDYHV�PH�ZRQGHULQJ�LI�ZH�PLJKW�EH�GLVSOD\LQJ�WRR�PXFK�WROHUDQFH�IRU�SKUDVLQJ�GLYHUVLW\��3DQGHULQJ�GRHVQ
W�VRXQG�QHDUO\�DV�LOOHJDO�DV�EULEHU\�IRU�H[DPSOH��7ZR�\HDUV�IURP�QRZ�GXULQJ�WKH�QH[W�SUHVLGHQWLDO�HOHFWLRQ�FDPSDLJQV�\RX�ZLOO�KDYH�WKH�RSSRUWXQLW\�WR�KHDU�IURP�KXQGUHGV�RI�SROLWLFDO�LQYHVWPHQW�FRXQVHORUV�VSLOOLQJ�RXW�OLVWV�RI�LVVXH�WLWOHV�LQ�D�WRQH�SUHWHQGLQJ�WR�EH�VXEVWDQWLYH��,W�PD\�WDNH�TXLWH�D�IHZ�GROODUV�MXVW�WR�JHW�\RXU�LVVXH�RQ�D�OLVW��7KH�JRRG�QHZV�IRU�WKH�GRZQWURGGHQ�PDVVHV�LV�WKDW�WKH�8QLWHG�6WDWHV�LV�DQ�HTXDO�RSSRUWXQLW\�QDWLRQ��7KH�PRQH\�LV�MXVW�DV�JUHHQ�QR�PDWWHU�ZKR�LW�FRPHV�IURP��3ROLWLFV�WRGD\�LV�DERXW�LQYHVWLQJ�LQ�D�ZD\�WKDW�FRQWLQXDOO\�LQFUHDVHV�WKH�GLIILFXOWLHV�ZH�IDFH�LQ�PHHWLQJ�RXU�QHHGV�VWXEERUQO\�KRSLQJ�WKDW�LW�PLJKW�PDNH�WKLQJV�EHWWHU��,W�LV�IDLWK�LQ�DFKLHYLQJ�EDODQFH�LQ�WKH�DEXVH�RI�SROLWLFDO�SRZHU��$QG�LI�QRWKLQJ�HOVH�LW
V�PRUH�PRQH\�IRU�WKH�ODZ\HUV��ULJKW"�
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$ERXW�&DOLIRUQLD�12:
V�)DPLO\�&RXUW�5HSRUW
5RJHU�)��*D\���������7KH�&DOLIRUQLD�FKDSWHU�RI�WKH�1DWLRQDO�2UJDQL]DWLRQ�IRU�:RPHQ�UHOHDVHG�D�QHZ�UHSRUW DOOHJLQJ�WKDW�WKH�&DOLIRUQLD�IDPLO\�FRXUW�V\VWHP�LV�ELDVHG�DJDLQVW�ZRPHQ��,W�LV�GLIILFXOW�WR�NQRZ�KRZ�WR�IROORZ�WKDW�VWDWHPHQW��0RVW�UHDGHUV�KDYH�SUREDEO\�DOUHDG\�UHDFWHG�WR�LW��<RX�DUH�ODXJKLQJ��SXOOLQJ�\RXU�KDLU�RXW�E\�WKH�URRWV��RU�WKURZLQJ�\RXU�KDQGV�LQ�WKH�DLU�DQG�VKDNLQJ�\RXU�KHDGV��,W
V�VRPHWKLQJ�OLNH�D�VFKRRO�RI�VKDUNV�FRPSODLQLQJ�DERXW�WKH�RFHDQ�EHFDXVH�WKH\�PLJKW�KDYH�WR�VZLP�D�PLOH�WR�VDWLVI\�WKHLU IHHGLQJ�IUHQ]\��(YHQ�ZLWK�WKDW�HIIRUW��QRW�HYHU\�VKDUN�JHWV�IDW��,W�VKRXOG�QRW�FRPH�DV�D�VXUSULVH�WKDW�12:
V��UHVHDUFK��IDLOV�WR�SURYH�WKHLU�FHQWUDO�WKHVLV��WKDW�WKH�IDPLO\�FRXUWV�DUH�V\VWHPDWLFDOO\�ELDVHG�DJDLQVW�ZRPHQ��1RZKHUH�LQ�WKH�UHSRUW��LQ�ZKLFK�WKH\�FRPSODLQ�WKDW�ZRPHQ�GR�QRW�DOZD\V�JHW�FXVWRG\�DQG�FKLOGUHQ�DUH�DOORZHG�WR�VSHQG�WLPH�ZLWK�WKHLU�IDWKHUV��GR�WKH\�HYHU�SURYLGH�DQ\�UHVHDUFK�UHVXOWV��$FFRUGLQJ�WR�D�/RV�$QJHOHV�'DLO\ 1HZV�DUWLFOH��RYHU�D�WKUHH�\HDU�SHULRG�WKH�&$�FKDSWHU�RI�12:�ZDV�DEOH�WR�JHW�����ZRPHQ�WR�WKHLU�ZHE�VLWH�WR�FRPSODLQ���,Q�UHVSRQVH�WR�WKLV�FULVLV WKH�&$�12:�)DPLO\�/DZ�7DVNIRUFH�KDV�SURSRVHG�D�/HJLVODWLYH��-XGLFLDO��([HFXWLYH�DQG�*UDVVURRWV�VWUDWHJLHV�WR�UHIRUP�WKH�)DPLO\�/DZ�&RXUWV���3HUKDSV�ZH�VKRXOG�GHFODUH�D�QDWLRQDO�HPHUJHQF\�DQG�VKXW�GRZQ�WKH�JRYHUQPHQW�EHFDXVH�LW�UDLQHG�VRPHZKHUH���$IWHU�VLJQLILFDQW�UHVHDUFK���WKH�UHSRUW�EHJLQV���&$�12:�ILQGV�WKH�SUHVHQW�IDPLO\�FRXUW�V\VWHP�LQ�&DOLIRUQLD�WR�EH�FULSSOHG��LQFRPSHWHQW��DQG�FRUUXSW���7KH�PHGLD�FKRVH�WR�GHOLYHU�WKLV�PHVVDJH�IURP�DQ�RUJDQL]DWLRQ�WKDW�KDV�QR�FUHGLELOLW\��:H�VKRXOG�QRW�KRZHYHU�IDOVHO\�FRQFOXGH�WKDW�IDPLO\�FRXUWV�DFURVV�WKH�FRXQWU\�DUH�QRW�FULSSOHG�DQG�KDYH�QRW�EHHQ�DFWLQJ�LQ�D�ZD\�WKDW�LQGLFDWHV�LQFRPSHWHQFH�DQG�FRUUXSWLRQ��&$�12:�FRPSODLQV��7KH�ELDV�LQ�WKH�V\VWHP�UHVXOWV�LQ�SDWKRORJL]LQJ��SXQLVKLQJ��DQG�GLVFULPLQDWLQJ�DJDLQVW�ZRPHQ��7KH�V\VWHP�OHDYHV�GHFLVLRQV�ZKLFK�VKRXOG�EH�PDGH�RQ�IDFWV�LQ�D�FRXUWURRP�WR�H[WUDMXGLFLDO�SXEOLF�DQG�SULYDWH�SHUVRQQHO��7KH�V\VWHP�SUHFOXGHV�WKH�SDUWLHV��SDUWLFXODUO\�WKH�PRWKHU��IURP�KHU�ULJKWV�WR�GXH�SURFHVV������0RWKHUV�DUH�FRHUFHG�LQWR�VWLSXODWLRQV�WKURXJK�WKH�UXEEHU�VWDPSLQJ�RI�GHILQLWLYH�HYDOXDWLRQV�DQG�UHSRUWV�ZKLFK�EHFRPH�WKH�FRXUW¶V�UXOLQJ��7KH�SUHVHQW�IDPLO\�ODZ�V\VWHP�LQ�&DOLIRUQLD�H[LVWV�WR�HQULFK�DWWRUQH\V�DQG�DOOLHG�PHQWDO�KHDOWK�DQG�PHQWDO�KHDOWK�SURIHVVLRQDOV��6XEVWLWXWH��QRQ�FXVWRGLDO�SDUHQWV���XVXDOO\�WKH�IDWKHU��LQ�SODFH�RI��ZRPHQ��DQG��PRWKHUV��DQG�VXEVWLWXWH��FXVWRGLDO�SDUHQWV���XVXDOO\�WKH�PRWKHU��LQ�SODFH�RI��PHQWDO�KHDOWK�SURIHVVLRQDOV���'R�QRW�ERWKHU�ORFDOL]LQJ�WKH�SUREOHP�WR�&DOLIRUQLD��7KH�UHYLVHG�UHVXOW�LV�ZHOO�VXSSRUWHG�E\�REMHFWLYH�UHVHDUFK��WKRXVDQGV�RI�SDJHV�RI�FUHGLEOH�UHSRUWV��WHVWLPRQ\��DQG�FRPPHQWDU\��DQG�ZLOO�DJUHH�ZLWK�WKH�REVHUYDWLRQV�RI�PLOOLRQV�RI�QRQ�FXVWRGLDO�SDUHQWV�WKURXJKRXW�WKH�FRXQWU\�± PHQ�DQG�ZRPHQ�� RYHU�WKH�SDVW�GHFDGH��,Q�DQ�LOOXVWUDWLYH�FDVH��0LFKLJDQ�ODZ\HU�0LFKDHO�7LQGDOO VSHQW����������DQG�WKUHH�\HDUV�RI�KLV�OLIH�JHWWLQJ�SUHSUHSDUHG�FRXUW�RUGHUV�GHFODUHG�XQFRQVWLWXWLRQDO��+H�ZDV�VWLPXODWHG�WR�DFWLRQ�DIWHU�EHLQJ�WRVVHG�LQ�MDLO�IRU�IDLOLQJ�WR�SD\�DQ�LQFUHDVHG�DPRXQW�RI�FKLOG�VXSSRUW�HYHQ�WKRXJK�KH�ZDV�QHYHU�QRWLILHG�WKDW�WKH�DPRXQW KDG�EHHQ�FKDQJHG��7KH�V\VWHP�12:�LV�FRPSODLQLQJ�DERXW�LV�RQH�WKH\�KHOSHG�WR�EXLOG��6WDWLVWLFDOO\��ZRPHQ�SURILW�DQG�PHQ�VXIIHU�LQ�WKH�QHZ�V\VWHP�EHFDXVH�ZRPHQ�PRVW�RIWHQ�JHW�FXVWRG\��7KDW�ZDV�WKH�SRLQW��)ROORZLQJ�WKH�QR�IDXOW�GLYRUFH�UHYROXWLRQ�WKDW�VWDUWHG�LQ�&DOLIRUQLD�ZKHQ�5RQDOG�5HDJDQ�ZDV�JRYHUQRU��IHPLQLVWV�VWDUWHG�UXPRUV�WKDW�WKHLU�HFRQRPLF�VXIIHULQJ�ZDV�PXFK�ZRUVH�WKDQ�PHQ
V�IROORZLQJ�GLYRUFH��1HYHU�PLQG�WKDW�LW�ZDVQ
W�DOZD\V�WUXH�DQG�RYHUDOO�QRW�QHDUO\�VR�EDG DV�WKH\�VDLG��0HQ�JRW�KXUW�LQ�GLYRUFH EDFN�WKHQ�WRR��7KHLU�LQLWLDO�JRDO�ZDV�WR�REWDLQ�JXDUDQWHHG�DOLPRQ\�IRU�ZRPHQ�UHJDUGOHVV�RI�WKH�OHQJWK�RI�D�PDUULDJH�RU�DQ\�RWKHU�PLWLJDWLQJ�IDFWRU��7KRVH�LQ�HFRQRPLFDOO\�VXIILFLHQW�UHODWLRQVKLSV�ZRXOG�WKHQ�EH�DEOH�WR�OLYH�LQ�WKH�PDQQHU�WR�ZKLFK�WKH\�ZRXOG OLNH�WR�JURZ�DFFXVWRPHG�ZLWKRXW�KDYLQJ�WR�ERWKHU�ZLWK�D�KXVEDQG��)DLOLQJ�WR�JHW�SXEOLF�VXSSRUW�WKH\�WXUQHG�WR�WKH�TXHVWLRQ�RI�PDNLQJ�FKLOG�VXSSRUW�SURILWDEOH��<RX�NQRZ���,W
V�IRU�WKH�FKLOGUHQ���,Q�������&RQJUHVV�SDVVHG�D�QHZ�ODZ�FUHDWLQJ�WKH�IHGHUDO�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��5HSUHVHQWDWLYHV�IURP�12:�DQG�IXWXUH�SUHVLGHQWLDO�FDQGLGDWH�5RQDOG�5HDJDQ�ZHUH�WKH�RQO\�SHRSOH�ZKR�WHVWLILHG�LQ�IDYRU�RI�WKH�OHJLVODWLRQ��6XSSRUWLQJ�DUJXPHQWV��WKDW�PRWKHUV�ZHUH�W\SLFDOO\�DZDUGHG�DPRXQWV�RI�FKLOG�VXSSRUW�WKDW�ZHUH�WRR�ORZ��WKDW�QRQ�SD\PHQW�RI�FKLOG�VXSSRUW�LV�D�SULQFLSOH�FDXVH�SRYHUW\��WKDW�PHQ�W\SLFDOO\�DEDQGRQ�WKHLU�FKLOGUHQ�WR�ZHOIDUH��DQG�WKDW�IRUFLQJ�IDWKHUV�WR�SD\�ZRXOG�OHDG�WR�ELOOLRQV�LQ�VDYLQJV�IRU�WD[SD\HUV��DOO�WXUQHG�RXW�WR�EH�XQWUXH��1RQHWKHOHVV��ZLWK�WKH�KHOS�RI�12:�QHDUO\�DQ�H[DFW�FRS\�RI�6RYLHW�5XVVLDQ�ODZ���7KH�:LVFRQVLQ�:HOIDUH�0RGHO���EHFDPH�D�FHQWHU�SLHFH�IRU�WKH�QDWLRQDO�FKLOG�VXSSRUW�DQG�ZHOIDUH�UHIRUP�PRYHPHQW��7KH�JRYHUQPHQW�V\VWHP�JUHZ�WR�D����ELOOLRQ�D�\HDU�EXUHDXFUDWLF�*ROLDWK�ZLWK�PRUH�WKDQ��������HPSOR\HHV��7KH�UHIRUPV�FHUWDLQO\�GLG�VXJJHVW�DQ�HQG�WR�ZHOIDUH�DV�ZH�NQHZ�LW��UHSODFLQJ�LW�ZLWK�D�JUDQG�VFKHPH�IRU�LQWHQVH�DQG�DUELWUDU\�HQ�PDVVH PDQDJHPHQW�RI�WKH�GHWDLOV�RI�SHUVRQDO�HFRQRPLFV�DQG�IDPLO\�OLIH�RI�PRVWO\�PLGGOH�FODVV�$PHULFDQV��$FFRPSDQ\LQJ�WKLV�UDGLFDO�WUDQVLWLRQ�ZDV�D�EUHDNGRZQ�LQ�WKH�VHSDUDWLRQ�RI�SRZHU�EHWZHHQ�EUDQFKHV�RI�JRYHUQPHQW��WKH�HOLPLQDWLRQ�RI�WKH�ULJKW�RI�GXH�SURFHVV��DQG�LPSOHPHQWDWLRQ�RI�D�V\VWHP�RI�ILQDQFLDO�UHZDUGV�WKDW�HQFRXUDJHG�VWDWH�OHJLVODWXUHV��ORFDO�SURVHFXWRUV��DQG�MXGJHV�DPRQJ�RWKHUV�WR�DFFHSW�DUELWUDU\�DQG�XQFRQVWLWXWLRQDO�FHQWUDO�DXWKRULW\��$OWKRXJK�WKH�H[DFW�SKUDVLQJ�RI�12:
V�FRPSODLQWV�DUH�ELDVHG�EH\RQG�FUHGLELOLW\��WKH\�GR�FRPSODLQ�DERXW�WKH�ODFN�RI�GXH�SURFHVV�LQ�WKH�V\VWHP�WRGD\��7KH\�DOVR�SURYLGH�LQWHUHVWLQJ�LQVLJKW�LQWR�WKH�FRUUXSW�ILQDQFLDO�DUUDQJHPHQWV�WKDW�KDYH�DIIHFWHG�IHGHUDO�DQG�VWDWH�ODZV�DQG�UHGXFHG�WKH�UROH�RI�WKH�MXGLFLDU\�WR�FRPPXQH�VW\OH�DGPLQLVWUDWLRQ��XQTXHVWLRQLQJO\�VXERUGLQDWH�WR�FHQWUDO�SROLWLFDO�FRQWURO��,W�LV�D�ELW�GLVDSSRLQWLQJ�KRZHYHU�WKDW�WKH�3LFWRULDO�6\VWHPV�0DS�RI�)DPLO\�&RXUW�)XQGLQJ LQ�WKHLU�UHSRUW�H[FOXGHV�WKH�IHHGEDFN�ORRS�ZLWK�12:
V�PXOWL�PLOOLRQ�GROODU�FDPSDLJQ�FRQWULEXWLRQV�DQG�WKHLU�UHJXODU�SROLWLFDO�ZRUN�LQ�VXSSRUW�RI�WKH�'HPRFUDWLF�3DUW\��,W�PXVW�EH�MXVW�WKDW�H[SHULHQFH�WKDW�SURYLGHG�WKH�LQVLJKW�QHHGHG�WR�H[SODLQ�KRZ�LW�ZRUNV��
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2QH�ZLVKHV�WKDW�WKH�ZRPHQ�RI�12:�FRXOG�OHDUQ�DQ�LPSRUWDQW�OHVVRQ�DERXW�HTXDOLW\�IURP�WKHLU��UHVHDUFK���,QVWHDG�WKH\�FRPSODLQ�WKDW�WKH�V\VWHP�LV�QRW�\HW�ELDVHG�HQRXJK�LQ�IDYRU�RI�GLYRUFHG�DQG�QHYHU�PDUULHG�PRWKHUV��XQGHUPLQLQJ�WKH�LPSRUWDQW�FDVH�WKDW�QHHGV�WR�EH�PDGH��$�MXVW�VRFLHW\�UHTXLUHV�GXH�SURFHVV�DQG�HTXDO�WUHDWPHQW�XQGHU�ODZ��1RW�DOO�ZRPHQ�JHW�FXVWRG\�DQG�WKRVH�ZKR�GRQ
W�WHQG�WR�VXSSRUW�WKH�IDWKHUV
�ULJKWV�RUJDQL]DWLRQV�WKDW�12:�VSHQGV�ILYH�SDJHV�RI�WKHLU�UHSRUW�FRPSODLQLQJ�DERXW��6LQFH�VRPH�PHQ�UHPDUU\�WKHUH
V�DQRWKHU�JURXS�RI�ZRPHQ�ZKR�VWDQG�DJDLQVW�12:��,W
V�EHJLQQLQJ�WR�ORRN�D�ORW�OLNH�12:�GRHV�QRW�UHSUHVHQW�DOO�ZRPHQ�HYHU\ZKHUH DQG�ZH�DUH�SUHWW\�VXUH�WKDW�WKH\�GR�QRW�UHSUHVHQW�PRVW�PHQ��(YHQ�LI�WKH�ZRPHQ�RI�12:�FDQQRW�OHDUQ�WKH�ROG�OHVVRQV��WKH�UHVW�RI�XV�VKRXOG�PDUN�WKH�RFFDVLRQ��12:�JDYH�ELUWK�WR�D�YDVW�H[SHULPHQW�RI�KDWUHG�DQG�VHOILVKQHVV�LQWHQW�RQ�FDXVLQJ�KDUP�WR�WKH�RWKHU�JHQGHU��,W�KDV�EHHQ�HQVKULQHG�LQ�D�WKRXVDQG�ODZV�ZULWWHQ�E\�VWDWH�DQG�IHGHUDO�OHJLVODWRUV��FDXVHG�D�FROODSVH�RI�RXU�&RQVWLWXWLRQDO�V\VWHP��DQG�JLYHQ�ULVH�WR�D�VWDWH�RI�FRUUXSWLRQ�UDUHO\�SDUDOOHOHG�LQ�RXU�QDWLRQ
V�KLVWRU\��7KH\�DUH�ILQDOO\�GLVFRYHULQJ�WKDW�WKH�DGYHUVH�HIIHFWV�DUH�DOVR�GHWULPHQWDO�WR�ZRPHQ��DQ�HQWLUHO\�SUHGLFWDEOH�RXWFRPH��:H�DUH�GHVWLQHG�WR�VHH�WKLV�F\FOH�UHSHDWHG�HQGOHVVO\�XQOHVV�ZH�GR�MXVW�RQH�WKLQJ��:H�PXVW�UHLQVWDWH�WKH�&RQVWLWXWLRQ�DV�WKH�IXQGDPHQWDO�EDVLV�RI�RXU�UXOH�RI�ODZ��,W�LV�WLPH�IRU�XV�WR�UHWXUQ�WR�ZHVWHUQ�FLYLOL]DWLRQ�
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*$2�,QYROYHG�LQ��3XEOLF�3ULYDWH�3DUWQHUVKLS��6FDQGDO
5RJHU�)��*D\���������2Q�0DUFK���WK�WKH�8QLWHG�6WDWHV�*HQHUDO�$FFRXQWLQJ�2IILFH �*$2��UHOHDVHG�DQRWKHU�LQ�D�VHULHV�RI�VHQVDWLRQDO�UHSRUWV�RQ�WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�SURJUDP��7KH\�UHSRUW�WKDW�FROOHFWLRQV�DV�D�SHUFHQWDJH�RI�WKH�DPRXQW�GXH�KDV�GURSSHG�WR�DQ�DOO�WLPH�ORZ�RI����SHUFHQW�DQG�WKDW�����ELOOLRQ�LV��RZHG�EXW�XQSDLG���7KH\�UHFRPPHQG�IXUWKHU�JXLGDQFH�IURP�WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2&6(��RQ�DOORZLQJ�SULYDWH�FROOHFWLRQ�FRPSDQLHV�DFFHVV�WR�KXJH�GDWDEDVHV�RI�SHUVRQDO�LQIRUPDWLRQ��7R�VHH�D�FRS\�RI�WKH�UHSRUW��FOLFN�KHUH�7KHLU�QHZ�UHSRUW��DV�ZLWK�SDVW�UHSRUWV�ZDV�SUHSDUHG�IURP��GDWD��FRQFOXVLRQV��LQWHUSUHWDWLRQV��DQG�UHFRPPHQGDWLRQV�SURYLGHG�WR�LW�E\�WKH�VXEMHFW��WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��&RUURERUDWLYH�LQWHUYLHZV�ZHUH�FRQGXFWHG�ZLWK�D�KDQGIXO�RI�VHOHFW�VWDWH�FKLOG�VXSSRUW�HQIRUFHPHQW�EXUHDXFUDWV��7R�WKLV�ZULWHU
V�NQRZOHGJH��WKH�2&6(�KDV�QHYHU�EHHQ�VXEMHFWHG�WR�D�UHDOLW\�FKHFN�E\�DQ\�VHULRXV�DXGLWRU��$V�$UWKXU�$QGHUVHQ�GLG�ZLWK�(QURQ��WKH�*$2�LV�SOD\LQJ�WKH�GXDO�UROH�RI�DXGLWRU�DQG�SROLF\�FRQVXOWDQW�DQG�VXSSRUWLQJ DQ�XQWHQDEOH�SRVLWLRQ��&RQJUHVV�FUHDWHG�WKH�2&6(�LQ������ZLWK�WKH�JRDO�RI��IRUFLQJ�IDWKHUV�WR�SD\��DV�D�PHDVXUH�WR�UHGXFH�ZHOIDUH�VSHQGLQJ��6WDWHV�DQG�FRXQWLHV�ZHUH�DOUHDG\�FROOHFWLQJ�FKLOG�VXSSRUW�LQ�ZHOIDUH�FDVHV�DQG�HQIRUFLQJ�RUGHUV�WKURXJK�VWDWH�FRXUWV��1R�FUHGLEOH�DQDO\VLV�LQGLFDWHG�D�VXIILFLHQW�SRWHQWLDO�JDLQ�LQ�SD\PHQWV�WR�RIIVHW�WKH�FRVW�RI�DQ�DGGLWLRQDO�HQIRUFHPHQW�SURJUDP��+XJH�LQFUHDVHV�LQ�IHGHUDO��LQYHVWPHQW��LQ�FKLOG�VXSSRUW�HQIRUFHPHQW�KDYH�VLQFH�EHHQ�DXWKRUL]HG�EDVHG�RQ�LQIRUPDWLRQ�IURP�WKH�2&6(��SULYDWH�FROOHFWLRQ�DJHQFLHV��DQG�RWKHU�VSHFLDO�LQWHUHVW�JURXSV��$V�PXFK�DV����ELOOLRQ�SHU�\HDU�LQ�DQQXDO�IHGHUDO�IXQGLQJ�FUHDWHG�D�JURXQGVZHOO�RI�VXSSRUW�IURP�VWDWH�SROLWLFLDQV��,Q�WKH�����V��&RQJUHVV�H[SDQGHG�WKH�ZHOIDUH�V\VWHP�IDU�EH\RQG�WKH�FRQFHSW�RI�DVVLVWDQFH�WR�QHHG\�IDPLOLHV�WR�LQFOXGH�WKH�FKLOG�VXSSRUW�FDVHV�RI�DOO�GLYRUFHG�DQG�QHYHU�PDUULHG�SDUHQWV�DQG�WKHLU�FKLOGUHQ��7KLV�OHG�WR�D�GUDPDWLF�LQFUHDVH�LQ��FROOHFWLRQV��E\�LQFOXGLQJ�KLJKHU�LQFRPH�IDWKHUV�ZLWK�QR�SD\PHQW�SUREOHPV��7KH�DPRXQWV WKDW�IDWKHUV�ZHUH�RUGHUHG�WR�SD\�ZHUH�LQFUHDVHG�DUELWUDULO\��IXUWKHU�LQFUHDVLQJ�WKH�WRWDO��FROOHFWHG��DQG�DOVR�LQFUHDVLQJ�GHEW���6HH�7KH�%HJLQQLQJ�RI�WKH�(QG�RI�&KLOG�6XSSRUW�5HIRUP���0RUH�DQG�KLJKHU�SD\PHQWV�DXWRPDWLFDOO\�LQFUHDVHG�IHGHUDO�IXQGLQJ��,QFUHDVHG�GHEW�OHG�WR�ZLQGIDOO�SURILWV�IRU�SULYDWH�FROOHFWLRQ�DJHQFLHV��7KH�IHGHUDO�JRYHUQPHQW�EHJDQ�UHSODFLQJ�VWDWH�DQG�ORFDO�DXWRPDWHG�FKLOG�VXSSRUW�WUDFNLQJ�V\VWHPV�ZLWK�LWV�RZQ�LQ�WKH�HDUO\ ����V�DW�D�FRVW�WRWDOLQJ�DURXQG����ELOOLRQ���6HH�7RR�/DWH�WR�6WRS�1DWLRQDO�,'���7KH�ILUVW�H[SHULPHQWV�ZLWK�WKH�DXWRPDWHG�V\VWHP�FRQILUPHG�ZKDW�&RQJUHVV�DOUHDG\�NQHZ��)DWKHUV�KDG�D�JRRG�UHFRUG�RI�SD\LQJ�FRXUW�RUGHUHG�FKLOG�VXSSRUW���6RORPRQ��&DUPHQ�'���������7KH�&KLOG�6XSSRUW�(QIRUFHPHQW�3URJUDP��3ROLF\�DQG�3UDFWLFH��&RQJUHVVLRQDO�5HVHDUFK�6HUYLFH�5HSRUW�IRU�&RQJUHVV��'HF����������������7KH�PRVW�SUHYDOHQW�FDXVH�RI�QRQ�SD\PHQW�RI�FRXUW�RUGHUHG FKLOG�VXSSRUW�LV�XQHPSOR\PHQW���6HH�%LEOLRJUDSK\���7KH�GLIIHUHQFH�EHWZHHQ�WKH�VSHFLDO�LQWHUHVW�YHUVLRQ�RI�D�QHHG�IRU�D�KXJH�DQG�H[SHQVLYH�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP�DQG�UHDOLW\�ZDV�QRW�VXEWOH��$�UHSUHVHQWDWLYH�RI�WKH�1HZ�-HUVH\�FKLOG�VXSSRUW�HQIRUFHPHQW�XQLW�H[SODLQHG�WKH�UHVXOWV�RI�XVLQJ�WKH�QHZ�DXWRPDWHG�V\VWHP�LQ�D�QDWLRQDO�FRQIHUHQFH�KHOG�LQ�'DOODV�LQ���������&KLOG�6XSSRUW�7HFKQRORJ\��VHVVLRQ��7KLUG�1DWLRQDO�&RXUW�7HFKQRORJ\�&RQIHUHQFH��RUJDQL]HG�E\�WKH�1DWLRQDO�&HQWHU�IRU 6WDWH�&RXUWV��5D\�5DLQYLOOH�SUHVHQWLQJ���7KH\�VWDUWHG�ZLWK�WKH�PRVW�HJUHJLRXV�FDVHV�LQ�WKH�GDWDEDVH��WKRVH�VKRZLQJ�D�GHEW�LQ�H[FHVV�RI����������7KH\�H[SHFWHG�OLWWOH�UHVSRQVH�WR�IRUP�OHWWHUV�VHQW�WR��GHDGEHDW�GDGV��ZKR�ZRXOG�OLNHO\�VFXUU\�XQGHUJURXQG�WR�DYRLG�SXQLVKPHQW��,QVWHDG��WKH�UHVSRQVH�ZDV�PRUH�WKDQ�WKHLU�RIILFH�FRXOG�KDQGOH��7KH\�UHVSRQGHG�LQ�GURYHV��7KH\�FDOOHG��VHQW�OHWWHUV��WHOHJUDPV�DQG�SRVW�FDUGV��DQG�FDPH�LQWR�WKH�RIILFH�LI�WKH\�OLYHG�QHDUE\��$�W\SLFDO�UHVSRQGHQW�KDG�D�VRQ�SUHYLRXVO\�VXSSRUWHG�XQGHU�FRXUW�RUGHU�ZKR�ZDV�E\�WKDW�WLPH����\HDUV�ROG��KDG�D�PDVWHUV�GHJUHH�ODUJHO\�DW�KLV�IDWKHU
V�H[SHQVH��ZDV�PDUULHG�DQG�KDG�WZR�FKLOGUHQ�RI�KLV�RZQ��)HZ�LQGLYLGXDOV�ZRXOG�EH�VWXSLG�HQRXJK�WR�WU\�WR�HQIRUFH�DQ�RXWGDWHG�RUGHU��7KH�QHZ�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP�KDG�SUHVXPHG�WKDW�HYHU\�RUGHU�RQ�ILOH�ZDV�VWLOO��RSHQ���DQG�ZLWK�QR�SD\PHQW�UHFRUGV�KDG�PHUHO\�LPDJLQHG�DFFXPXODWLQJ�DUUHDUDJHV��,Q�UHVSRQVH�WR�D�TXHVWLRQ�DERXW�WKH�DSSDUHQW�XQIDLUQHVV�RI�DUELWUDULO\�KLJK�DZDUG�OHYHOV�KH�UHVSRQGHG�WKDW�QR�RQH�LQYROYHG�ZLWK�WKH�FKLOG�VXSSRUW�V\VWHP�XQGHUVWRRG�ZKDW�IDLUQHVV PHDQW�DQG�WKH\�KDG�QR�LQWHUHVW�LQ�WU\LQJ�WR�ILQG�RXW��<HW�DQRWKHU�VWXG\�VKRZHG�WKDW�IXOO\�HPSOR\HG�GLYRUFHG�IDWKHUV�KDG�D�SHUIHFW�UHFRUG�RI�SD\LQJ�WKH�FKLOG�VXSSRUW�WKH\�RZHG��2YHUDOO��KLVWRULFDOO\�IDWKHUV�SDLG�DERXW����SHUFHQW�DQG�GLYRUFHG�IDWKHUV����SHUFHQW�RI�ZKDW�LV�GXH�XQGHU�FRXUW�RUGHU���5HDG�'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV IRU�D�GHWDLOHG�ORRN�DW�UHVXOWV�RI�D�ODUJH�VWXG\�RI�GLYRUFHG�IDWKHUV���7KH�����ELOOLRQ�GHEW�ILJXUH�SURYLGHG�LQ�WKH�*$2�UHSRUW�LV�WKH�2&6(
V�HVWLPDWH�RI�DFFXPXODWHG�GHEW�RYHU�D����\HDU�SHULRG��DYHUDJLQJ������ELOOLRQ�DQQXDOO\�DFFRUGLQJ�WR�WKDW�HVWLPDWH��5HDO�SD\PHQW�SUREOHPV��DV�RSSRVHG�WR�WKRVH�PHUHO\�LPDJLQHG�E\�HQIRUFHPHQW�SURJUDP�DGYRFDWHV�DUH�W\SLFDOO\�UHODWHG�WR�DELOLW\�WR�SD\��7KH�DSSURSULDWH�VROXWLRQ�LV�WR�DGMXVW�FRXUW�RUGHUV�WR�DFWXDO�HFRQRPLF�FLUFXPVWDQFHV�DQG�FKLOGUHQ
V�QHHGV��,QFUHDVLQJ�JRYHUQPHQW�VXUYHLOODQFH�DQG�SURYLGLQJ�SULYDWH�FRPSDQLHV�ZLWK�DFFHVV�WR�PDVVHV�RI�SHUVRQDO�LQIRUPDWLRQ�OLHV�QRZKHUH�RQ�WKH�OLVW�RI�OHJLWLPDWH�JRYHUQPHQW�IXQFWLRQV��%\�������WKH�2&6(�ZDV����\HDUV�ROG��,WV�LUUHVSRQVLEOH�SURPRWLRQ�EXLOW�FKLOG�VXSSRUW�HQIRUFHPHQW�LQWR�D�QDWLRQDO�SROLWLFDO�REVHVVLRQ��'HVSLWH�WKH�ILQGLQJ�LQ�1HZ�-HUVH\�DQG�HOVHZKHUH��WKHUH�ZDV�QR��2RSV��VRUU\���,Q�UHVSRQVH�WR�JULP�FRQILUPDWLRQ�WKDW�WKH�SURJUDP�ZDV�D�KXJH�PXOWL�ELOOLRQ�GROODU�PLVWDNH�WKH�SURSDJDQGD�FDPSDLJQ�LQWHQVLILHG�WR�D�OHYHO�SUREDEO\�XQHTXDOHG�E\�DQ\�QRQ�PLOLWDU\�FDPSDLJQ��%\�������WKH�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP�ZDV�D�EXUHDXFUDWLF�*ROLDWK�ZLWK�DQ�DQQXDO�EXGJHW�RI�DURXQG����ELOOLRQ�DQG�DSSUR[LPDWHO\��������HPSOR\HHV�QDWLRQZLGH��3ULYDWH�DJHQFLHV�ZHUH�XVLQJ�WKH�VDPH�SURSDJDQGD�WR�HQWLFH�LQYHVWRUV��7KH�*$2�UHSRUW�JRW�D�IHZ�WKLQJV�ULJKW��7KHUH�KDV�QRW�EHHQ�D�FRUUHVSRQGLQJ�LPSURYHPHQW�LQ�WKH�SHUFHQW�RI�ZKDW�LV�RUGHUHG�WKDW�LV�SDLG��7KH\�DOVR�UHSRUW�FRUUHFWO\�WKDW�IDWKHUV�KDYH�KDG�LQFRPH�LQDSSURSULDWHO\�ZLWKKHOG�IURP�WKHLU�SD\FKHFNV��3HRSOH�RXWVLGH�RI�JRYHUQPHQW�DOUHDG\�NQRZ�WKDW�WKLV�LV�D�UHVXOW�RI�LQDSSURSULDWH�SUDFWLFHV�E\�JRYHUQPHQW�DQG�SULYDWH�FROOHFWLRQ�DJHQFLHV�FRXSOHG�ZLWK�XQFRQVWLWXWLRQDO�FKLOG�VXSSRUW�ODZV���6HH�7KH�%HJLQQLQJ�RI�WKH�(QG�RI�&KLOG�6XSSRUW�5HIRUP���
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7KH *$2�DOVR�UHSRUWV�D�NH\�PRWLYDWLRQ�EHKLQG�WKH�SURSDJDQGD�DQG�LQWHQWLRQDO�KXPDQ�ULJKWV�YLRODWLRQV���SULYDWH�ILUPV�FKDUJHG�DOO�RI�WKHLU�FOLHQW¶V�IHHV�WKDW�DYHUDJHG����SHUFHQW�RI�WKH�FKLOG�VXSSRUW�FROOHFWHG��DQG�KDOI�RI�WKH�SULYDWH�ILUPV�FKDUJHG�DGGLWLRQDO�IHHV���,Q�WKH�FDVHV�WKDW�WKH\�KDQGOH��VRPHZKHUH�DURXQG�RQH�WKLUG�RI�WKH�PRQH\�IDWKHUV�SD\�LQ�FRXUW�RUGHUHG�FKLOG�VXSSRUW�QHYHU�UHDFKHV�WKH�FXVWRGLDO�SDUHQW�KRXVHKROG��,I�WKHUH�LV�DQ\�ZD\�WR�H[WUDFW�DQ�DGGLWLRQDO�����ELOOLRQ�IURP�SDUHQWV��LW�FRXOG�PHDQ�DV�PXFK�DV�����ELOOLRQ�PRUH�LQ�LQFRPH�IRU�WKH�LQGXVWU\��7KHUH�DUH�SHRSOH�LQ�RXU�FRXQWU\�ZKR�ZRXOG�FRPPLW�PDVV�PXUGHU�IRU�WKDW�PXFK�PRQH\��OHW�DORQH�YLRODWH�FRQVWLWXWLRQDO�ULJKWV�DQG�VWHDO�IURP�SHRSOH��:KHWKHU�WKDW�SRWHQWLDO�DFWXDOO\�H[LVWV�RU�QRW�LV�LQFLGHQWDO��7KH�PHUH�PHQWLRQ�RI�WKDW�NLQG�RI�PRQH\�ZLOO�DWWUDFW�WKH�ZRUVW�HOHPHQW��LQVLGH�DQG�RXWVLGH�RI�JRYHUQPHQW��DQG�OHDG�WR�KRUUHQGRXV�DFWV��7HQ�PRQWKV�RI�UHSRUW�SUHSDUDWLRQ�E\�WKH�*$2�RQ�WRS�RI�\HDUV�RI�SUHYLRXV�H[SHULHQFH�KDV�SURGXFHG�D�VHULHV�RI�VHQVDWLRQDO�SKUDVHV�WKDW�H[SUHVV�WKH�LQFUHGLEOH�ZKLOH�LJQRULQJ�WUDQVJUHVVLRQ��7KLV�ZLOO�OLNHO\�JLYH�ULVH�WR�HYHQ�PRUH�GXELRXV�DJJUDQGL]HPHQW�LQ�WKLV�\HDU
V�HOHFWLRQ�VSHHFKHV�DQG�FRQJUHVVLRQDO�KHDULQJV��,W�ZLOO�DOVR�IHHG�WKH�SURSDJDQGD�PDFKLQHV�RI�VSHFLDO�LQWHUHVW�JURXSV��)RU�D�SUHYLHZ��VHH�7KH�*HQHUDO�$FFRXQWLQJ�2IILFH�5HSRUW�RQ�&KLOG�6XSSRUW�(QIRUFHPHQW������ E\�WKH�FKDLU�RI�WKH�$PHULFDQ�%DU�$VVRFLDWLRQ
V�FKLOG�VXSSRUW�FRPPLWWHH�/DXUD�0RUJDQ��8QOLNH�$QGHUVHQ��WKH�*$2�ZLOO�OLNHO\�KDYH�YHU\�IHZ�SDSHUV�WR�VKUHG��1R�SXEOLFO\�DYDLODEOH�UHSRUW�LQGLFDWHV�WKDW�WKH\�KDYH�HYHU�REWDLQHG�FUHGLEOH�LQIRUPDWLRQ�DERXW�2&6(�RSHUDWLRQV�RU�WKHLU�H[SDQVLRQLVW�DJHQGD��7KH�*$2�UHSRUW�RQ�FKLOG�VXSSRUW�HQIRUFHPHQW�ZDV UHTXHVWHG�E\�5HSUHVHQWDWLYH�/OR\G�'RJJHWW��'�7;���%LEOLRJUDSK\<RXQJ��������$UWKXU�<RXQJ�	�&RPSDQ\��'HWDLOHG�6XPPDU\�RI�)LQGLQJV��$EVHQW�3DUHQW�&KLOG�6XSSRUW��&RVW�%HQHILW�$QDO\VLV��:DVKLQJWRQ��'&��'HSDUWPHQW�RI�+HDOWK��(GXFDWLRQ�DQG�:HOIDUH��6RFLDO�DQG�5HKDELOLWDWLRQ�6HUYLFH���������������&KDPEHUV��'���������0DNLQJ�)DWKHUV�3D\��7KH�(QIRUFHPHQW�RI�&KLOG�6XSSRUW��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV��:DOOHUVWHLQ��-�6���DQG�'�6��+XQWLQJWRQ��������%UHDG�DQG�5RVHV��1RQILQDQFLDO�,VVXHV�5HODWHG�WR�)DWKHUV
�(FRQRPLF�6XSSRUW�RI�WKHLU�&KLOGUHQ�)ROORZLQJ�'LYRUFH��,Q�-��&DVVHWW\��(G����7KH�SDUHQWDO�FKLOG� VXSSRUW�REOLJDWLRQ��/H[LQJWRQ��0$��/H[LQJWRQ�%RRNV��3HDUVRQ��-���DQG�1��7KRHQQHV��������:LOO�WKLV�GLYRUFHG�ZRPDQ�UHFHLYH�FKLOG�VXSSRUW"��0LQQHVRWD�)DPLO\�/DZ�-RXUQDO��6RQHQVWHLQ��)�/��DQG�&�$��&DOKRXQ��������6XUYH\�RI�$EVHQW�3DUHQWV��3LORW�5HVXOWV��3DSHU�SUHVHQWHG�DW�WKH�:HVWHUQ�(FRQRPLF�$VVRFLDWLRQ��/RV�$QJHOHV��%UDYHU��6DQIRUG��3DPHOD�-��)LW]SDWULFN��DQG�5��&XUWLV�%D\���������1RQ�&XVWRGLDO�3DUHQW
V�5HSRUW�RI�&KLOG�6XSSRUW�3D\PHQWV��SUHVHQWHG�DW�WKH�6\PSRVLXP��$GDSWDWLRQ�RI�WKH�1RQ�&XVWRGLDO�3DUHQW��3DWWHUQV�2YHU�7LPH��DW�WKH�$PHULFDQ�3V\FKRORJLFDO�$VVRFLDWLRQ�&RQYHQWLRQ��$WODQWD��*$��$XJXVW��������5RJHU�)��*D\��������$�%ULHI�+LVWRU\�RI�3UHYDLOLQJ�&KLOG�6XSSRUW�'RFWULQH� LQ�3URFHHGLQJV�RI�WKH�6L[WK�$QQXDO�&RQIHUHQFH�RI�WKH�1DWLRQDO�&RXQFLO�IRU�&KLOGUHQ
V�5LJKWV��$UOLQJWRQ��9$��0DUFK��������
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$�&KDPSLRQ�RI�)DWKHUKRRG
5RJHU�)��*D\���������<RX�FDQ�WHOO�WKLV�LV�DQ�HOHFWLRQ�\HDU�EHFDXVH�SROLWLFLDQV��EXUHDXFUDWV��DQG�79��WDONLQJ�KHDGV��DUH�EDVKLQJ�IDWKHUV��,Q�WKH�PLG�����V�&RQJUHVV�GHFLGHG�WR�JHW�WKH�IHGHUDO�JRYHUQPHQW�LQYROYHG�LQ�GRPHVWLF�UHODWLRQV�ODZ��(YHU�VLQFH��WKH�ZDU�DJDLQVW�GDGV�KDV�GULYHQ�JHQGHU�SROLWLFV��H[SDQVLRQ�RI�WKH�ZHOIDUH�V\VWHP��DQG�LQFUHDVHG�VSHQGLQJ��%\�WKH�HDUO\�����V�LW�VHHPHG�FRPPRQO\�DFFHSWHG�WKDW�EDWWHULQJ�ZRPHQ�DQG�DEDQGRQLQJ�ZLYHV�DQG�FKLOGUHQ�WR�ZHOIDUH�ZDV�D�FKDUDFWHU�IODZ�JHQHWLFDOO\�IL[HG�E\�HYHU\�<�FKURPRVRPH��(QWHU�6WHSKHQ�%DVNHUYLOOH��� D�NQLJKW�GHIHQGLQJ�IDWKHUKRRG��%DVNHUYLOOH�PLJKW�QRW�EH�ZKDW�PDQ\�SHRSOH�LPDJLQH�DV��RQH�RI�WKRVH�IDWKHUV
�ULJKWV�JX\V���$�SROLWLFDO�VFLHQWLVW�DW�+RZDUG�8QLYHUVLW\��'U��%DVNHUYLOOH
V�ILOHV�DUH�ILOOHG�ZLWK�VFKRODUO\�DUWLFOHV�ZLWK�ORWV�RI�FLWDWLRQV�WR�RWKHU�VFKRODUO\�DUWLFOHV��D�JURZLQJ�QXPEHU�RI�ZKLFK�KH�KDV�ZULWWHQ��,Q�KLV�DSSHDUDQFHV�RQ�WHOHYLVLRQ�DQG�UDGLR�KRZHYHU��DV�ZHOO�DV�LQ�WKH�DUWLFOHV�KH�KDV�ZULWWHQ�IRU�WKH�JHQHUDO�SXEOLF��RQH�PLJKW�RFFDVLRQDOO\�VHQVH�D�FHUWDLQ�LUULWDWLRQ�ZLWK�PLV�HGXFDWHG�SXEOLF�UHPDUNV�DERXW�IDWKHUV��,Q�DQ�DUWLFOH�LQ�WKLV�PRQWK
V�/LEHUW\�0DJD]LQH HQWLWOHG��7KH�0\WK�RI�'HDGEHDW�'DGV���%DVNHUYLOOH�RIIHUV�WR�HGXFDWH�WKH�ULFK�DQG�IDPRXV��+H�UHSRUWV WKDW�79�KRVW�%LOO�2
5HLOO\ UHFHQWO\�GHFODUHG�WKDW��7KHUH�LV�DQ�HSLGHPLF�RI�FKLOG�DEDQGRQPHQW�LQ�$PHULFD��PDLQO\�E\�IDWKHUV����6HQ��(YDQ�%D\K KDV�DWWDFNHG�
LUUHVSRQVLEOH
�IDWKHUV�LQ�VHYHUDO�VSHHFKHV��&DPSDLJQLQJ�IRU�SUHVLGHQW��$O�*RUH SURPLVHG�KDUVKHU�PHDVXUHV�DJDLQVW�
GHDGEHDW�GDGV�
�LQFOXGLQJ�VHQGLQJ�PRUH�WR�MDLO��7KH�&OLQWRQ�DGPLQLVWUDWLRQ�LPSOHPHQWHG�QXPHURXV�FKLOG�VXSSRUW�
FUDFNGRZQV�
�LQFOXGLQJ�WKH�RPLQRXVO\�QDPHG�'HDGEHDW�3DUHQWV�3XQLVKPHQW�$FW���,Q�UHVSRQVH��5HSXEOLFDQV��ZDQW�WR�VHQG�WKH�VWURQJHVW�SRVVLEOH�PHVVDJH�WKDW�SDUHQWV�FDQQRW�ZDON�DZD\�IURP�WKHLU�FKLOGUHQ����6SHFLDO�LQWHUHVW�JURXSV�GHPRQL]HG�IDWKHUV���VD\V�%DVNHUYLOOH���7KH\�FDOOHG�WKHP�
GHDGEHDW�GDGV
�DQG�FULPLQDOL]HG�WKHP��7KH�UHVXOW�LV�D�V\VWHP�WKDW�WUDFHV�QHZO\�KLUHG�HPSOR\HHV��VKLIWV�WKH�EXUGHQ�RI�SURRI�WR�WKH�DFFXVHG��DQG�WKURZV�IDWKHUV�LQ�MDLO�IRU�ORVLQJ�WKHLU�MREV���+H�LV�QRW�DORQH�LQ�WKDW�RSLQLRQ��+LV�DUWLFOH�VSRUWV����FLWDWLRQV�IURP�D�PL[WXUH�RI�VRXUFHV��LQFOXGLQJ�ERRNV�DQG�DFDGHPLF�MRXUQDOV��WKH�SRSXODU�SUHVV��DQG�HYHQ�UHOHYDQW�:HE�VLWHV���7KH�V\VWHP�RI�FROOHFWLQJ�FKLOG�VXSSRUW�LV�QR�ORQJHU�RQH�RI�UHTXLULQJ�PHQ�WR�WDNH�UHVSRQVLELOLW\�IRU�WKHLU�RIIVSULQJ��DV�PRVW�SHRSOH�EHOLHYH��7KH�FRPELQDWLRQ�RI�
QR�IDXOW
�GLYRUFH�DQG�WKH�QHZ�HQIRUFHPHQW�ODZ�KDV�FUHDWHG�D�V\VWHP�WKDW�SD\V�PRWKHUV�WR�GLYRUFH�WKHLU�KXVEDQGV�DQG�UHPRYH�FKLOGUHQ�IURP�IDWKHUV���%DVNHUYLOOH�SUHVHQWV�D�FRQYLQFLQJ�DUJXPHQW��ZHOO�VXSSRUWHG�E\�UHVHDUFK�DQG�RWKHU�FRPPHQWDU\��4XRWLQJ�DQ�DUWLFOH�HQWLWOHG��7KH�6WUDQJH�3ROLWLFV�RI�&KLOG�6XSSRUW����%\�DOORZLQJ�D�IDLWKOHVV�ZLIH�WR�NHHS�KHU�FKLOGUHQ�DQG D�VL]DEOH�SRUWLRQ�RI�KHU�IRUPHU�VSRXVH
V�LQFRPH��FXUUHQW�FKLOG�VXSSRUW�ODZV�KDYH�FRPELQHG�ZLWK�QR�IDXOW�MXULVSUXGHQFH�WR�FRQYHUW�ZHGORFN�LQWR�D�VQDUH�IRU�PDQ\�JXLOWOHVV�PHQ����%U\FH�&KULVWHQVHQ��6RFLHW\��9RO������1R�����1RY��'HF��������S��������%DVNHUYLOOH�DGGV���7KLV�
VQDUH
�FDQ�HDVLO\�DPRXQW�WR�D�SULVRQ�VHQWHQFH�ZLWKRXW�WULDO���$OWKRXJK�WKHUH�DUH�PDQ\�ZURQJV�\HW�WR�EH�ULJKWHG��WKH�IDWKHUV�ULJKWV�PRYHPHQW�GRHV�QRW�IDFH�WKH�H[WUHPH�SUHMXGLFH�WKDW�LW�RQFH�GLG��+XQGUHGV�RI�RUJDQL]DWLRQV�DQG�FRQIHUHQFHV��ORDGV�RI�VFKRODUVKLS��DQG�FRXQWOHVV�:HE�VLWHV�KDYH�VSUXQJ�XS�RYHU�WKH�SDVW�IHZ�\HDUV�IRFXVHG�RQ�LVVXHV�RI�FRQFHUQ�WR�IDWKHUV��'U��%DVNHUYLOOH�RUJDQL]HG�RQH�RI�WKH�ILUVW�IDWKHUKRRG�FRQIHUHQFHV�WKUHH�\HDUV�DJR�DW�+RZDUG�8QLYHUVLW\��&RQIHUHQFHV�RQ�IDWKHUV�LVVXHV�DQG�IDWKHUKRRG�KDYH�EHHQ�RUJDQL]HG�DQG�VXSSRUWHG�E\�WKH�)RUG�)RXQGDWLRQ��WKH�8�6��'HSDUWPHQW�RI�/DERU��WKH�VWDWH�RI�&DOLIRUQLD��DQG�RWKHU�ZHOO�HVWDEOLVKHG�LQVWLWXWLRQV��,URQLFDOO\��WKH�'HPRFUDWLF�3DUW\��� WKH�SDUW\�WKDW�VWDUWHG�WKH�ZDU�DJDLQVW�IDWKHUV�LQ�WKH�PLG�����V�LV�RXW�WR�FDSWXUH�WKH�PDOH�YRWH� %HIRUH�WKH\�ILQDOL]H�WKHLU�VWUDWHJ\�VRPHRQH�VKRXOG�FRQGXFW�D�SROO�WR�VHH�KRZ�PDQ\�PDOHV�DJH�������ZDQW�WR�EH�WKHLU�RZQ�ZRUVW�SROLWLFDO�HQHPLHV��:LWK�IDWKHUKRRG�NQLJKWV�OLNH�6WHSKHQ�%DVNHUYLOOH�DURXQG��IDWKHU�EDVKLQJ�ZLOO�QRW�EH�DV�HDV\�WR�JHW�DZD\�ZLWK�DV�LW�XVHG�WR�EH�
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7KH�&RQVWLWXWLRQDOLW\�RI�&KLOG�6XSSRUW�*XLGHOLQHV�'HEDWH��3DUW�,,
5RJHU�)��*D\���������2Q�)HEUXDU\�����������VXSHULRU�FRXUW�MXGJH�&��'DQH�3HUNLQV�GHFODUHG�WKH�*HRUJLD�6WDWH�FKLOG�VXSSRUW�JXLGHOLQHV�QXOO�DQG�YRLG EHFDXVH�WKH\��YLRODWH�QXPHURXV�SURYLVLRQV�RI�WKH�&RQVWLWXWLRQ�RI�ERWK�WKH�8QLWHG�6WDWHV�DQG�WKH�6WDWH�RI�*HRUJLD���,Q�D�VSRQWDQHRXV�UHWRUW��WKH�FKDLU�RI�WKH�$%$
V�FKLOG�VXSSRUW�FRPPLWWHH��/DXUD�0RUJDQ��SURPLVHG�WZR�DUWLFOHV�LQ�UHEXWWDO��7KLV�LV�D�UHVSRQVH�WR�KHU�VHFRQG�DUWLFOH��7KH�&RQVWLWXWLRQDOLW\�RI�&KLOG�6XSSRUW�*XLGHOLQHV��3DUW�,,��5HIHUHQFHV�WR�SUHYLRXV�DUWLFOHV�DUH�JLYHQ�EHORZ��,Q�SDUW��/DXUD�0RUJDQ�FRQWLQXHV�WR�DYRLG�WKH�FRQVWLWXWLRQDO�LVVXHV�GHDOW�ZLWK�LQ�WKH�*HRUJLD�GHFLVLRQ��:KHQ�VKH�GRHV�VWULNH�D�JODQFLQJ�EORZ�DJDLQVW�D�FULWLFDO�LVVXH��VKH�GRHVQ
W�WHOO�WKH�WUXWK��)HGHUDO�ODZ�UHTXLUHG�WKDW�VWDWHV�EHJLQ�XVLQJ�SUHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW�JXLGHOLQHV�LQ�ODWH�������:KHQ�FKLOG�VXSSRUW�UHIRUPV�ZHUH�EHLQJ�FRQVLGHUHG�LQ�WKH SHULRG������������OLWWOH�WR�QR�UHVHDUFK�KDG�EHHQ�GRQH�LQ�UHODWLRQ�WR�WKH�XQGHUO\LQJ�LVVXHV��,W�ZDV�DQ�DJH�RI�VSHFLDO�LQWHUHVW�KHDYHQ�LQ�ZKLFK�IDWKHUV��DV�SDUW�RI�WKH�JHQHWLFDOO\�IODZHG�JURXS���PHQ��ZHUH�GHSLFWHG�DV�PRQVWHUV�ZKR�WKRXJKWOHVVO\�DEDQGRQHG�ZLYHV�DQG�FKLOGUHQ�LQ�HSLGHPLF�SURSRUWLRQV��,W�ZDV�FODLPHG�WKDW�VWULFW�HQIRUFHPHQW�RI�FKLOG�VXSSRUW�RUGHUV�ZRXOG�VLJQLILFDQWO\�UHGXFH��LI�QRW�HOLPLQDWH�SRYHUW\��7KH�IHGHUDO�JRYHUQPHQW�FDOOHG�LWVHOI�WR�DFWLRQ��ZLWK�H[WUHPH�SUHMXGLFH��DQG�UHVSRQGHG�ZLWK�QHZ�ODZV��)DWKHUV�KDYH�PRQH\�WDNHQ�IURP�WKHLU�SD\FKHFNV��ORVH�GULYHUV�DQG�SURIHVVLRQDO�OLFHQVHV��DQG�DUH�VHQW�WR�MDLO�IRU�QRQ�SD\PHQW�RI�FKLOG�VXSSRUW��$W�WKH�VDPH�WLPH��ZKHWKHU�LW�KDG�DQ\WKLQJ�WR�GR�ZLWK��HQIRUFHPHQW��RU�QRW��SUHVXPSWLYHO\�FRUUHFW�FKLOG�VXSSRUW JXLGHOLQHV�ZHUH�LQWURGXFHG�SURGXFLQJ�D�ODUJH�DUELWUDU\�LQFUHDVH�LQ�WKH�VL]H�RI�DZDUGV��/DZV�ZHUH�DOVR�SDVVHG�WR�GLVDOORZ�UHGXFWLRQV�EDVHG�RQ�FKDQJHV�LQ�LQFRPH��
6WDQGDUG�RI�6FUXWLQ\�RQ�&RQVWLWXWLRQDO�,VVXHV
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7KH�SHUFHQW�IRUPXOD�ZDV�RQH�RI�WZR�FKLOG�VXSSRUW�PRGHOV�UHFRPPHQGHG�E\�5REHUW�:LOOLDPV��WKH�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU�ZKR�ZDV�KLUHG�E\�WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�WR��SURYLGH�WHFKQLFDO�DVVLVWDQFH�LQ�GHYHORSPHQW�RI�FKLOG�VXSSRUW�JXLGHOLQHV����'HYHORSPHQW�RI�*XLGHOLQHV�IRU�&KLOG�6XSSRUW�2UGHUV��$GYLVRU\�3DQHO�5HFRPPHQGDWLRQV�DQG�)LQDO�5HSRUW� :DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW����������:LOOLDPV�UHFRPPHQGHG�D�QHZ�FKLOG�VXSSRUW�IRUPXOD��NQRZQ�DV��,QFRPH�6KDUHV��WKDW�GLG�QRW�FRUUHVSRQG�WR�OHJDOO\�HVWDEOLVKHG�SULQFLSOHV�IRU�GHWHUPLQLQJ D�FKLOG�VXSSRUW�DZDUG��7KH�H[SOLFLW�JRDO�ZDV�WR�LQFUHDVH�WKH�DYHUDJH�DPRXQW�RI�DQ�DZDUG�WZR�DQG�D�KDOI�WLPHV��+H�DOVR�VXJJHVWHG�WKDW�WKH�SHUFHQW�IRUPXOD�FRXOG�EH�XVHG�LQ�ZHOIDUH�FDVHV�EHFDXVH�LW�ZDV�DOUHDG\�LQ�XVH�IRU�WKDW�SXUSRVH�LQ�VHYHUDO�VWDWHV��,Q�RUGHU�WR�LPSOHPHQW�:LOOLDPV
�UHFRPPHQGDWLRQV�LQ�QRQ�ZHOIDUH�FDVHV��WKH�HVWDEOLVKHG�SULQFLSOHV�XSRQ�ZKLFK�FKLOG�VXSSRUW�RUGHUV�ZHUH�EDVHG�ZHUH�UHPRYHG�IURP�VWDWXWHV��OHDYLQJ�QR�VWDWXWRU\�EDVLV�IRU�SDUHQWV�WR�FKDOOHQJH�WKH�DUELWUDU\�IRUPXODH��$�VWDWXWH�FUHDWLQJ�D�SUHVXPSWLRQ�WKDW�LV�DUELWUDU\�RU�WKDW�RSHUDWHV�WR�GHQ\�D�IDLU�RSSRUWXQLW\�WR�UHSHO�LW�YLRODWHV�WKH�GXH�SURFHVV�FODXVH�RI�WKH�)RXUWHHQWK�$PHQGPHQW��%DLOH\ Y��$ODEDPD������8�6�����������HW�VHT������7KH�VR�FDOOHG��UHEXWWDO�FULWHULD��WKDW�VWDWHV�DGGHG�LQ�UHVSRQVH�WR�IHGHUDO�UHJXODWLRQ�GR�QRW�RIIHU�D�EDVLV�IRU�FKDOOHQJLQJ�WKH�IRUPXODH��7KH\�DUH�W\SLFDOO\�GHVLJQHG�WR�LQFUHDVH�WKH�DPRXQW�RI�DQ�DZDUG�LQ�FRQVLGHUDWLRQ�RI�FRVWV�WKDW�DUH�QRW�SUHVHQWHG�H[SOLFLWO\�LQ�D�VWDWH
V�IRUPXOD�ZKLOH�WKH�IRUPXOD�LWVHOI�UHPDLQV�XQWRXFKDEOH��7KH��XQGHUO\LQJ�HFRQRPLFV��RI�WKH�JXLGHOLQHV�FXUUHQWO\�XVHG�E\�PRVW�VWDWHV�ZHUH�RULJLQDOO\�XVHG�E\�VRFLDOLVWV�LQ�WKH�ODWH���WK�DQG�HDUO\���WK�FHQWXULHV�DV�D�FUXGH�PHWKRG�IRU�DQDO\]LQJ�WKH�HIIHFWV�RI�GLVSDULWLHV�LQ�ZHDOWK��:HDOWKLHU�SHRSOH�VSHQG�D�VPDOOHU�SRUWLRQ�RI�WKHLU�ZHDOWK�RQ�QHFHVVLW\�WKDQ�SRRUHU�SHRSOH��$�FRPSDULVRQ�RI�WKH�SRUWLRQ�RI�LQFRPH�VSHQW�RQ�IRRG�IRU�H[DPSOH��ZDV�WDNHQ�DV�D�PHDVXUH�RI�D�IDPLO\
V�VWDQGDUG�RI�OLYLQJ��7KH�ORZHU�WKH�SHUFHQW�RI�LQFRPH�VSHQW�RQ�IRRG��WKH�KLJKHU WKH�VWDQGDUG�RI�OLYLQJ��7KLV�LV�D�VWDWLVWLFDO�DUWLIDFW�KRZHYHU��SURYLGLQJ�RQO\�D�FUXGH�QXPHULF�LQGLFDWRU�WKDW�W\SLFDOO\�KROGV�WUXH�WR�D�JURXS�WKDW�LV�ODUJH�HQRXJK�WR�EH�VWDWLVWLFDOO\�VLJQLILFDQW��1R�FRUUHVSRQGLQJ�WKHRU\�H[LVWV�WKDW�VXSSRUWV�GHWDLOHG�DQDO\VLV�UHODWLQJ�WR�WKH�QHHGV�RI�LQGLYLGXDO�IDPLO\�PHPEHUV��7KHUH�LV�QR�FRUUHVSRQGHQFH�EHWZHHQ��HFRQRPLF�VWXGLHV��WKDW�DSSO\�WKLV�PHWKRG�DQG�DQ\�UDWLRQDO�EDVLV�IRU�PDNLQJ�D�FKLOG�VXSSRUW�DZDUG�GHFLVLRQ��7KHVH��HFRQRPLF�VWXGLHV��PRUHRYHU��UHO\�RQ�GDWD�WKDW�LV LQDGHTXDWH�IRU�WKH�SXUSRVH�RI�GHWHUPLQLQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��6SHFLILFDOO\�LQ�UHJDUG�WR�WKH�,QFRPH�6KDUHV�PRGHO�UHFRPPHQGHG�E\�:LOOLDPV��LW�LV�VWDWHG�LQ�WKH�RULJLQDO�GHVLJQ�GRFXPHQW�RI�WKDW�PRGHO�WKDW��«�LW�LV�SRVVLEOH�WKDW�DFKLHYLQJ�FRQILGHQFH�LQ�WKH�GDWD�EDVH�WKURXJK�XVH�RI�D�VLPSOH�PHWKRGRORJ\�ZKLFK�H[SOLFLWO\�UHOLHV�RQ��XVHU�RSLQLRQ��ZLOO�EH�PRUH�HIIHFWLYH�LQ�PRYLQJ�SUDFWLFHV�PRUH�XQLIRUPO\�WRZDUG�D�IDLU�VWDQGDUG�WKDQ�GRHV�UHOLDQFH�RQ�RSDTXH�DQG�KLJKO\�GHULYDWLYH�H[SHUW�LQWHUSUHWDWLRQV�RI�H[LVWLQJ�EXW�IXQGDPHQWDOO\�RII�WDUJHW�SULPDU\�HFRQRPLF�GDWD� �+HZLWW��:LOOLDP�(���������5HSRUW�RQ�WKH�:DVKLQJWRQ�6WDWH�$VVRFLDWLRQ�RI�6XSHULRU�&RXUW�-XGJHV���8QLIRUP�&KLOG�6XSSRUW�*XLGHOLQHV��,QVWLWXWH�IRU�&RXUW�0DQDJHPHQW��&RXUW�([HFXWLYH�'HYHORSPHQW�3URJUDP���5HIHUULQJ�WR�WKH��HFRQRPLF�VWXGLHV��HPSOR\LQJ�WKH�PHWKRG��8QLYHUVLW\�RI�&KLFDJR�UHVHDUFKHUV�SXW�LW�WKLV�ZD\��������WKH�SUHVXPSWLRQ�WKDW�XQGHUOLHV�WKH�IRFXV�RI�PXFK�RI�WKH�HPSLULFDO�UHVHDUFK�DQG�SROLF\�GHEDWH�RQ�LQFRPH�GLVWULEXWLRQ�>ZLWKLQ�KRXVHKROGV@�VHHPV�ERUQ�RI�LJQRUDQFH�DQG�LV�VXSSRUWHG�E\�QHLWKHU�WKHRU\�QRU�IDFW� �/D]HDU��(GZDUG�3��DQG�5REHUW�7��0LFKDHO���$OORFDWLRQ�RI�,QFRPH�:LWKLQ�WKH�+RXVHKROG���8QLYHUVLW\�RI�&KLFDJR�3UHVV��������'HVSLWH�WKH�LPSRUWDQFH�RI�ZHDOWK�GLVWULEXWLRQ�DQG�LWV�PHDQLQJ LQ�WKH�VRFLDOLVW�SROLWLFDO�HFRQRP\��GHYHORSPHQW�RI�D�YDOLG�HFRQRPLF�WKHRU\�GLG�QRW�SURJUHVV�EH\RQG�LQLWLDO�FUXGH�LQVLJKWV��&RXQWULHV�VWHHUHG�E\�VRFLDO�GHPRFUDF\ RSHUDWH�VRPHZKDW�EHWWHU�WKDQ�SXUHO\�VRFLDOLVW�UHJLPHV��RZLQJ�WR�JUHDWHU�IUHHGRP�RI�LQIRUPDWLRQ DQG�GHEDWH��2QH�PXVW�UHDOL]H�KRZHYHU�WKDW�VRFLDO�GHPRFUDF\�LV�D�UHFHQW�KLVWRULFDO�GHYHORSPHQW�ZLWK�URRWV�LQ�VRFLDOLVP��)XQGDPHQWDO�SUREOHPV�VWLOO�H[LVW�LQ�LPSOHPHQWDWLRQ�RI�SUHIHUUHG�HFRQRPLF�SROLFLHV��+LJK�WD[DWLRQ�RQ�QHFHVVLWLHV�IRU�H[DPSOH��IRRG��FORWKLQJ��VKHOWHU��HWF���FRQWUDGLFW�WKH�EDVLF�LQVLJKW�WKDW�KLJKHU�H[SHQGLWXUH�RQ�QHFHVVLW\�PHDQV�ORZHU�VWDQGDUG�RI�OLYLQJ��,QVLVWHQFH�RQ�JRYHUQPHQW�RZQHUVKLS�DQG�FRQWURO�RI�VXSSO\�FKDLQV�KDV�PHDQW�PRQRSRO\�SUDFWLFHV�WKDW�HURGH�WKH�EX\LQJ�SRZHU�RI�ZKDW�LQFRPH�LV OHIW�DIWHU�WD[HV�DUH�SDLG��:H�VKRXOG�QRW�ORVH�VLJKW�RI�WKH�IDFW�WKDW�WKH�VRFLDOLVW�PHWKRGRORJ\�LV�SULPDULO\�DQ�LPSOHPHQWDWLRQ�RI�SROLWLFDO�LGHRORJ\�UDWKHU�WKDQ�YDOLG�HFRQRPLF�WKHRU\��7KH�RYHUDOO�HIIHFW�LV�ORZHU�VWDQGDUG�RI�OLYLQJ�DQG�JUHDWHU�JRYHUQPHQW�GHSHQGHQFH��� H[DFWO\�WKH�RSSRVLWH�RI�WKH�VWDWHG�JRDOV�RI�WKH�OHJDO�UHIRUPV�WKDW�ZHUH�LPSOHPHQWHG��7KH�HYLGHQFH�WKDW�WKLV�HIIHFW�H[LVWV�LQ�WKH�8QLWHG�6WDWHV��LW�LV�DQ�XQDYRLGDEOH�UHVXOW�RI�WKH�PHWKRG��LV�DOUHDG\�DSSDUHQW��'HVSLWH�DQ�HFRQRPLF�ERRP�LQ�WKH�ODWH�����V��FRPSOLDQFH�ZLWK�FKLOG�VXSSRUW�RUGHUV�GHFOLQHG�DIWHU�������7R�EH�FRPSOHWHO\�KRQHVW�DERXW�WKH�FKLOG�VXSSRUW�UHIRUPV��ZH�ZRXOG�QHHG�WR�JR�IDUWKHU�WKDQ�-XGJH�3HUNLQV�LQ�GHVFULELQJ�WKH�IDXOWV�RI�WKH�V\VWHP��&DOOLQJ�WKLV�LQWUXVLRQ�LQWR�IDPLO\�OLIH��XQQHFHVVDU\��LV�D�JURVV�XQGHUVWDWHPHQW�HYHQ�LI�LW�LV�DOO�WKDW�QHHGV�WR�EH�VDLG�LQ�FRQVLGHUDWLRQ�RI�WKH�FRQVWLWXWLRQ��2QFH�WKH�F\FOH�RI�LQFUHDVHG�JRYHUQPHQW�DQG�GHFUHDVHG�ULJKWV�EHJLQV�LW�FUHDWHV�LWV�RZQ�UHDVRQV�IRU�FRQWLQXLQJ��(DFK�HOHFWLRQ�VHDVRQ�SROLWLFLDQV�IURP�ERWK�SDUWLHV�XQYHLO�WKHLU�ODWHVW�LGHDV�IRU�LQFUHDVLQJ�JRYHUQPHQW�LQYROYHPHQW�LQ�ZRUN��IDPLO\��DQG�UHVSRQVLELOLW\ DQG�DOZD\V�DW�LQFUHDVHG�FRVW��:H�PXVW��DPRQJ�RWKHU�WKLQJV��DVVXUH�WKDW�IUHHGRP�DQG�RSSRUWXQLW\�RI�LQIRUPDWLRQ�DQG�GHEDWH�H[LVWV�LQ�GHDOLQJ�ZLWK�FKLOG�VXSSRUW�DQG�UHODWHG�LVVXHV�LQ�WKH�8QLWHG�6WDWHV��7KLV�PHDQV�HOLPLQDWLQJ�WKH�FRPPRQ�SUDFWLFH�RI�HIIHFWLYHO\�OHDYLQJ�IDWKHUV�RXW�RI�WKH�FKLOG�VXSSRUW�GHEDWH�DQG�RWKHU�GLVFXVVLRQV�UHODWHG�WR�IDPLO\�LVVXHV��7KH�KLVWRU\�RI�WKLV�LVVXH�ZRXOG�KDYH�EHHQ�PXFK�GLIIHUHQW�LI�IDWKHUV�KDG�QRW�EHHQ�V\VWHPDWLFDOO\�H[FOXGHG�IURP�WKH�SROLF\�GHEDWH�DQG�IURP�KDYLQJ�D�PHDQLQJIXO�LQIOXHQFH�LQ�FKLOG�VXSSRUW�DQG�IDPLO\�SROLF\�FRPPLWWHHV�,Q�VXSSRUW�RI�KHU�VHFRQG�FKDOOHQJH��DJDLQVW�WKH�&RXUW
V�ILQGLQJ�WKDW�WKH�SHUFHQW�RI�REOLJRU
V�DIWHU�WD[�LQFRPH�RUGHUHG�DV�FKLOG�VXSSRUW�ULVHV�ZLWK�LQFRPH��/DXUD�0RUJDQ�PHUHO\�FODLPV�WKDW�WKH�ILQGLQJ�LV�ZURQJ��6KH�FODLPV�WKDW�D��QXPEHU�RI�UHVSHFWDEOH�VWXGLHV��VKRZ�WKDW��WKH�SHUFHQWDJH�UHPDLQV�IODW���*HRUJLD
V�JXLGHOLQH�UHTXLUHV�DQ�LQFUHDVLQJ�SHUFHQW�RI�DIWHU�WD[�LQFRPH�DV�LQFRPH�ULVHV�EHFDXVH�WKH�SHUFHQWDJHV�XVHG�LQ�WKH�IRUPXOD�DUH�WDNHQ�RQ�JURVV�LQFRPH��*HRUJLD�6WDWXWH���������*��E�������2QFH�LQFRPH�LV�KLJK�HQRXJK�WR�HQWHU�WKH�SURJUHVVLYH�WD[�V\VWHP��DV�LW�LV�LQ�WKH�PDMRULW\�RI�QRQ�ZHOIDUH�FDVHV��WKH�SD\HU�UHFHLYHV�D�ORZHU�SHUFHQW�RI�JURVV�LQFRPH�DIWHU�WD[HV�DV�LQFRPH�ULVHV��$�SHUFHQW�RI�DIWHU�WD[��QHW��LQFRPH�UDWKHU�WKDQ�JURVV�LQFRPH�ZRXOG�EH��IODW��ZLWK�UHVSHFW�WR�DIWHU�WD[��QHW��LQFRPH��
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/DXUD�0RUJDQ�LV�REYLRXVO\�ZURQJ�DV�D�PDWWHU�RI IDFW��(LWKHU�VKH�KDV�PLVDSSOLHG�WKH�FRQFOXVLRQV�RI�WKRVH��UHVSHFWDEOH�VWXGLHV��FLWHG�RU�WKH�VWXGLHV�WKHPVHOYHV�DUH�ZURQJ���6HH�DOVR��(FRQRPLF�([KLELWV�RIIHUHG�E\�0DUN�5RJHUV��
1RWH�
-XGJH�&��'DQH�3HUNLQV�GHFODUHG�WKH�*HRUJLD�FKLOG�VXSSRUW�JXLGHOLQHV�XQFRQVWLWXWLRQDO�EHFDXVH�WKHLU�DSSOLFDWLRQ�YLRODWHV�GXH�SURFHVV��HTXDO�SURWHFWLRQ��WKH�ULJKW�RI�SULYDF\��DQG�D�*HRUJLD�&RQVWLWXWLRQDO�SURYLVLRQ�DJDLQVW�WKH�LOOHJDO�FRQILVFDWLRQ�RI�SURSHUW\��+H�DOVR�GHILQHG�WKUHH�UHTXLUHPHQWV�IRU�D�FRQVWLWXWLRQDOO\�DFFHSWDEOH�FKLOG�VXSSRUW�VWDQGDUG��/DXUD�0RUJDQ
V�UHEXWWDO�WR�WKH�*HRUJLD�GHFLVLRQ GRHV�QRW�FKDOOHQJH�WKH�GHFLVLRQ�ZLWK�UHJDUG�WR�GXH�SURFHVV�RU�LOOHJDO�FRQILVFDWLRQ�RI�SURSHUW\��QRU�GRHV�VKH�FKDOOHQJH�WKH�WKUHH�FRQVWLWXWLRQDOO\�UHTXLUHG�SULQFLSOHV��,�DP�XQIDPLOLDU�ZLWK�WKH�*HRUJLD�&RQVWLWXWLRQ�DQG�WKHUHIRUH�KDYH�OLWWOH�WR�VD\�UHJDUGLQJ�WKH�LOOHJDO�FRQILVFDWLRQ�RI�SURSHUW\��H[FHSW�WKDW�LW�VHHPV�ORJLFDO��2Q�WKH�TXHVWLRQ�RI�GXH�SURFHVV�KRZHYHU��WKH�SUHVXPSWLYHO\�FRUUHFW�JXLGHOLQH�LV�D�GLUHFW�DQG�REYLRXV�FKDOOHQJH�WR�GXH�SURFHVV��'XH�SURFHVV�LV�D�IXQGDPHQWDO�ULJKW��7KHUHIRUH�WKH�KLJKHVW�OHYHO�RI�VFUXWLQ\�LV�UHTXLUHG�LQ�MXGJLQJ�WKH�FRQVWLWXWLRQDOLW\�RI�WKH�SUHVXPSWLYH�XVH�RI�WKH�JXLGHOLQH��,W�VKRXOG�EH�QR�VXUSULVH�WR�DQ\RQH�IDPLOLDU�ZLWK�P\�ZRUN�RQ�JXLGHOLQH�GHVLJQ�WKDW�,�DJUHH�ZLWK�WKH�WKUHH�SULQFLSOHV��7KRVH�WUDGLWLRQDO�FKLOG�VXSSRUW�SULQFLSOHV�KDYH�EHHQ�YDOLGDWHG�E\�PDWKHPDWLFDO�DQDO\VLV�DQG�DUH�ERWK�QHFHVVDU\�DQG�VXIILFLHQW�IRU�GHWHUPLQLQJ��MXVW�DQG�DSSURSULDWH��FKLOG�VXSSRUW�DZDUGV�DFFRUGLQJ�WR�WKH�OHJDO�SULQFLSOH�RI�DQ�LPSOLHG�FRQWUDFW IRU�ILQDQFLDO�VXSSRUW�RI�FKLOGUHQ��)RU�DGGLWLRQDO�XQGHUVWDQGLQJ�RI�WKH�SULQFLSOHV�LQ�WUDGLWLRQDO�FKLOG�VXSSRUW�ODZ��VHH�5HFRPPHQGDWLRQV�IRU�0RGLILFDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQHV�DQG�5HIRUP�RI�WKHLU�8VH�&RUUHVSRQGLQJ�WR�WKH�9LHZV�RI�WKH�3HQQV\OYDQLD�6XSUHPH�&RXUW��
7KH�6FLHQFH�RI�&KLOG�6XSSRUW�0DWKHPDWLFV
,W�LV�SRVVLEOH�WR�GHYHORS�FKLOG�VXSSRUW�JXLGHOLQHV�RQ�PRUH�VROLG�JURXQGV��,Q�LWV�UHMHFWLRQ�RI�WKH�ZHOIDUH�IRUPXOD�IRU�FKLOG�VXSSRUW�GHFLVLRQV�LQ�QRQ�ZHOIDUH�FDVHV��WKH�2UHJRQ�6XSUHPH�&RXUW�GLG�QRW�UXOH�IRU�WKH�XVH�RI�DQ\�DOWHUQDWLYH�PDWKHPDWLFDO�IRUPXOD�LQ�QRQ�ZHOIDUH�FDVHV��6HH�6PLWK��DERYH���7KH\�GLG�KRZHYHU�FLWH�ZRUN�RQ�FKLOG�VXSSRUW�PDWKHPDWLFV�SUHVHQWHG�E\�0DXULFH�5��)UDQNV�DV�FRPLQJ�FORVH�WR�HVWDEOLVKHG�QRQ�ZHOIDUH�FKLOG�VXSSRUW�ODZ��+RZ�WR�&DOFXODWH�&KLOG�6XSSRUW��&DVH�	�&RPPHQW��-DQXDU\�)HEUXDU\����������)UDQNV
�FKLOG�VXSSRUW�PRGHOV�DQG�WKRVH�OLNH�LW�KDYH�RIWHQ�EHHQ�FDOOHG�&RVW�6KDULQJ�PRGHOV�EHFDXVH�OHJDO�H[SHUWV�RIWHQ�UHIHUUHG�WR�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�XVLQJ�WKH�WHUP��FRVW���7KRVH�ZKR�UHDG�)UDQNV
�SDSHU�ZLOO�EH�LPSUHVVHG�ZLWK�WKH�IXOOQHVV�RI�KLV�OHJDO�FLWDWLRQV�LQ�VXSSRUW�RI�KLV�PRGHO��7KLV�LV�QRW�WR�VD\�KRZHYHU��WKDW�FKLOG�VXSSRUW�GHFLVLRQ�PRGHOLQJ�KDG�PDGH�VXIILFLHQW�SURJUHVV�WR�VXEVWDQWLDOO\�UHSODFH�MXGLFLDO�GLVFUHWLRQ�LQ�WKH�DSSOLFDWLRQ�RI�FKLOG�VXSSRUW�ODZ��0RUH�WKDQ�RQH�FKLOG�VXSSRUW�JXLGHOLQH�GHVLJQHU�KDV�FKRVHQ�WR�H[WHQG�)UDQNV
�PDWKHPDWLFV�WR�DGGUHVV�IXQGDPHQWDO�SUREOHPV�IRXQG�LQ�KLV�IRUPXOD��-XGJH�0HOVRQ��'HODZDUH�0HOVRQ�IRUPXOD��DQG�8QLYHUVLW\�RI�7H[DV�VRFLDO�VFLHQWLVW�-XGLWK�&DVVHWW\�DSSOLHG�WKH�FRQFHSW�RI��DELOLW\�WR�SD\��LQ�WKHLU�PRGHOV�DV�D�VLJQLILFDQW�LPSURYHPHQW�RYHU�WKH�XVH�RI�LQFRPH�LQ�GHWHUPLQLQJ�SDUHQWDO�REOLJDWLRQV��7KH�XVH�RI�DELOLW\�WR�SD\�FRUUHVSRQGHG�WR�ERWK�VWDWXWH�DQG�FDVH�ODZ�LQ�WRR�PDQ\�VWDWHV�WR�EH�LJQRUHG���$ELOLW\�WR�SD\��LV�FDOFXODWHG�DV�HDFK�SDUHQW
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7KHUHIRUH��OHW�XV�LPDJLQH�WKDW�UHIRUPLVWV�GHFLGH�WKDW�ELOOLRQV�RI�GROODUV�PD\�EH�RIIHUHG�WR�VWDWHV�IURP�WKH�IHGHUDO�EXGJHW�RQ�FRQGLWLRQ�WKDW�WKH\�FKDUJH�SDUHQWV�RQH�PLOOLRQ�GROODUV�HDFK�IRU�SHUPLVVLRQ�WR�VHH�WKHLU�FKLOGUHQ��3ROLWLFLDQV�SURPLVH�WR��HQG�FKLOG�DEXVH�DV�ZH�NQRZ�LW��DQG�D QHZ�EXUHDXFUDF\�LV�FUHDWHG�WR�PDQDJH�D�FKLOG�ZHOIDUH�SURJUDP�IRU�FROOHFWLQJ�D�PLOOLRQ�GROODUV�IURP�HYHU\�SDUHQW��/HW�XV�LPDJLQH��K\SRWKHWLFDOO\��ZKDW�/DXUD�0RUJDQ
V�SRVLWLRQ�PLJKW�EH�LI�VKH�LV�RUGHUHG�WR�SD\�RQH�PLOOLRQ�GROODUV�WR�VHH�KHU�FKLOGUHQ��7KH�VWDWH��VXSSRUWHG�DQG�HQFRXUDJHG�E\�WKH�QHZ�DJHQF\��ZKLFK�GHSHQGV�RQ�WKH�QHZ�ODZV�IRU�LWV�VXUYLYDO���SUHVXPHV�WKDW�/DXUD�0RUJDQ��OLNH�DOO�RWKHU�SDUHQWV��LV�QRW�ILW�WR�SDUHQW�IRU�IDLOXUH�WR�SD\�DQG�HQIRUFHV�WKH�QHZ�ODZ�DJDLQVW�KHU��+HU�FKLOGUHQ�DUH�WDNHQ�LQWR�VWDWH�FDUH��1RW�LQFLGHQWDOO\��WKH�VWDWH�KDV�DOVR�EHHQ�WROG�WKDW�LW�ZLOO�ORVH�PLOOLRQV�RI�GROODUV�LQ�IHGHUDO�IXQGLQJ�LI�LW�GRHV�QRW�HQIRUFH�WKH�ODZ�LQ�HYHU\�FDVH��6WDWH�FRXUWV�DUH�KHVLWDQW�WR�RYHUWXUQ�WKH�ODZ�EHFDXVH�WKLV�IXQGLQJ�LV�DW�VWDNH��/DXUD�0RUJDQ�REMHFWV��VD\LQJ�WKDW�KHU�LQDELOLW\�RU�XQZLOOLQJQHVV�WR�SD\�RQH�PLOOLRQ�GROODUV�WR�WKH�VWDWH�GRHV�QRW�SURYH�WKDW�VKH�LV�DQ�XQILW�PRWKHU��6KH�IXUWKHU�FRQWHQGV�WKDW HYHQ�LI�WKH�VWDWH�GRHV�KDYH�D�OHJLWLPDWH�SXUSRVH�IRU�FKDUJLQJ�SDUHQWV��WKH�VSHFLILF�DPRXQW�GHPDQGHG�� RQH�PLOOLRQ�GROODUV�� ODFNV�DQ\�UDWLRQDO�EDVLV��7KH�DPRXQW�LV�DUELWUDU\��%RWK�WKH�VWDWH�DQG�IHGHUDO�FRXUWV�UHVSRQG�WKDW�VWDWHV�KDYH�WKH�DXWKRULW\��JHQHUDOO\�VSHDNLQJ��WR�FUHDWH�DQG�HQIRUFH�ODZV�WKDW�EHQHILW�FKLOGUHQ��6LQFH�WKH�LQWHQW�RI�WKH�ODZ�LV�WR�SURWHFW�FKLOGUHQ�IURP�XQILW�SDUHQWV��WKH�VWDWH�KDV�QRW�RYHUVWHSSHG�LWV�DXWKRULW\��:KDW�H[DFWO\�LV�LQ�WKH�EHVW�LQWHUHVW�RI�FKLOGUHQ�LV�RIWHQ�D��VXEMHFWLYH�MXGJPHQW����3�2�3�6�Y��*DUGQHU�GHFODUHG�FKLOG�VXSSRUW�MXGJPHQWV��VXEMHFWLYH��DIWHU�IDLOLQJ�WR�ILQG�DQ\�REMHFWLYH�H[SODQDWLRQ�IRU�WKH�DPRXQWV�GHWHUPLQHG�E\�WKH�:DVKLQJWRQ�6WDWH�JXLGHOLQHV�DQG�IROORZHG�WKLV�UHDVRQLQJ���7KHUHIRUH��WKH�VWDWH�PD\�GHFLGH�KRZ�WR�GHWHUPLQH�ZKHWKHU�SDUHQWV�DUH�ILW��7KH�FRXUW�IDLOV�WR�QRWH�LQ�WKLV�MXGJPHQW�WKDW�WKH�VWDWH�PHUHO\�LPSOHPHQWHG�D�ODZ�LQ�SXUVXLW�RI�IHGHUDO�IXQGV��7KH�FRXUW�GLVPLVVHV�/DXUD�0RUJDQ
V�FODLP�WKDW�WKH�VWDWH�KDV�QRW�DFWXDOO\�VKRZQ�WKDW�VKH�LV�XQILW��ILQGLQJ�D�EDVLV�IRU�WKDW�GHFLVLRQ�LQ�WKH�VWDWH�ODZ�WKDW�VD\V�WKDW�VKH�LV�XQILW�LI�VKH�GRHV�QRW�SD\�RQH�PLOOLRQ�GROODUV��7KH�FRXUW�GRHV�VWDWH�DV�IDFW��WKDW�WKH�ILJXUH�RI�RQH�PLOOLRQ�GROODUV�ZDV�QRW�DUELWUDULO\�GHWHUPLQHG��,W�ZDV�UHFRPPHQGHG�E\�WKH�RZQHU�RI�RQH�RI�WKH�SULYDWH�EXVLQHVVHV�WKDW�SURILWV�IURP�FROOHFWLQJ�WKH�PRQH\��+H�VDLG�VRPHZKHUH�WKDW�KH�JRW�WKH�ILJXUH�IURP�VRPHRQH�HOVH�ZKR�KH�UHJDUGV�DV�KLJKO\�TXDOLILHG�LQ�VRPH�ILHOG��,W�GRHVQ¶W�PDWWHU�ZKDW�ILHOG��LW�VRXQGHG�LPSUHVVLYH��7KH�JX\�KDV�D�3K�'��DQG�HYHU\WKLQJ��,Q�DGGLWLRQ��WKH�VWDWH�FRQYHQHG�D�VSHFLDO�UHYLHZ�FRPPLWWHH��FRPSRVHG�RI�SROLWLFDOO\�DSSRLQWHG�PHPEHUV�ZKR�PRVWO\�ZRUN�IRU�WKH�EXUHDXFUDF\�WKDW�GHSHQGV�RQ�WKH�IHGHUDO�IXQGLQJ�IRU�LWV�VXUYLYDO��7KH�FRPPLWWHH�DSSURYHG�WKH�UHFRPPHQGDWLRQ��%HFDXVH�RI�WKLV�FRQFXUUHQFH�RI�RXWVLGH�RSLQLRQ�WKH�FRXUW�GLVPLVVHV�/DXUD�0RUJDQ
V�FODLP�WKDW�RQH�PLOOLRQ�GROODUV�LV�DQ�DUELWUDU\�DPRXQW��,Q�GRLQJ�VR�WKH\�QRWH�WKDW�HYHU\�SDUHQW�PXVW�SD\�WKH�VDPH�DPRXQW�WR�PDLQWDLQ�WKH�ULJKW�WR�VHH�WKHLU�FKLOGUHQ��5HTXLULQJ�H[DFWO\�WKH�VDPH�DPRXQW�LQ�HYHU\�FDVH�HQFRXUDJHV�XQLIRUPLW\�LQ�WKH�DSSOLFDWLRQ�RI�ODZ��7KLV�PDNHV�WKH�FODLP�WKDW�LW�LV�DUELWUDU\�WR�UHTXLUH�WKH�VDPH�RI�/DXUD�0RUJDQ�VHHP�FRXQWHU�LQWXLWLYH��7KH�FDVH��UHSRUWHG�ZLGHO\�LQ�WKH�PHGLD�IRU�ZHHNV�WKHUHDIWHU��LV�ILOOHG�ZLWK�FRQWHPSW IRU�SHRSOH�ZKR�OLNH�/DXUD�0RUJDQ���DYRLG�UHVSRQVLELOLW\�DQG�DEDQGRQ�WKHLU�FKLOGUHQ�WR�VWDWH�FDUH����:KDW
V�ZRUVH���RQH�79�FRPPHQWDWRU�RSLQHV���LV�D�QDWLRQ�WKDW�OHWV�WKHP�JHW�DZD\�ZLWK�LW����4XRWLQJ�DQ�$%&�FRPPHQWDWRU
V�UHPDUNV�RQ�FKLOG�VXSSRUW�LQ�WKH�PLG�����V���2IILFLDOV�ZLWKLQ�WKH�QHZ�DJHQF\�FRQVLGHU�WKH�PRXQWLQJ�QXPEHU�RI�FKLOGUHQ�LQ�VWDWH�FDUH��7KH\�DUJXH�WKDW�DOO�SDUHQWV�VKRXOG�EH�IRUFHG�WR�IXOILOO�WKHLU�UHVSRQVLELOLWLHV��6L[�PRQWKV�ODWHU��DQRWKHU�ODZ�LV�SDVVHG�DQG�/DXUD�0RUJDQ�LV�RUGHUHG�WR�SD\�RQH PLOOLRQ�GROODUV�DQ\ZD\��HYHQ�WKRXJK�VKH�KDV��IRUIHLWHG�WKH�ULJKW�WR�VHH�KHU�FKLOGUHQ���7KH�FDVH�LV�LPPHGLDWHO\�WXUQHG�RYHU�WR�D�FROOHFWLRQ�DJHQF\�ZLWK�DQ�RUGHU�WR�JDUQLVK�KHU�ZDJHV��7KH�FROOHFWLRQ�DJHQF\�NHHSV�ILIWHHQ�SHUFHQW�RI�WKH�DPRXQW�WKH\�FROOHFW��,Q�DGGLWLRQ��WKH�ODZ�SURYLGHV�WKDW�/DXUD�0RUJDQ�PXVW�SD\�LQWHUHVW�RQ�WKH�XQSDLG�GHEW�DV�ZHOO�DV�SURFHVVLQJ�IHHV�DQG�SHQDOWLHV��:LWK�QHDUO\�DOO�RI�KHU�LQFRPH�WDNHQ��VKH�ILQGV�WKDW�RQO\�SDUW�RI�LW�JRHV�WR�SD\�WKH��GHEW��ZKLOH�WKH�GHEW�FRQWLQXDOO\�LQFUHDVHV� ,I�VKH�DYRLGV�FRPSOLDQFH��VKH�JRHV�WR�MDLO��8QDEOH�WR�DIIRUG�SRZHU�OXQFKHV��/DXUD�0RUJDQ�ORVHV�KHU�SRVLWLRQ�DV�&KDLU�WKH�&KLOG�6XSSRUW�&RPPLWWHH�RI�WKH�)DPLO\�/DZ�6HFWLRQ�RI�WKH�$PHULFDQ�%DU�$VVRFLDWLRQ��6KH�UHDOL]HV�WKDW�KHU�FKLOGUHQ�FRXOG�QRW�VSHQG�PXFK WLPH�ZLWK�KHU�HYHQ�LI�WKH�ODZ�DOORZHG�LW��6KH�LVQ
W�DOORZHG�WR�NHHS�HQRXJK�RI�KHU�LQFRPH�WR�SURSHUO\�IHHG�KHUVHOI��,W�KDV�DOVR�EHFRPH�REYLRXV�WKDW�VKH�FDQQRW�DIIRUG�WR�KLUH�D�ODZ\HU�WR�EDWWOH�WKH�LQMXVWLFH��6KH�UHGXFHV�KHU�ZRUNORDG�WR�VSHQG�PRUH�WLPH�ILJKWLQJ�IRU�KHUVHOI���7KLV�LV�EHIRUH�DQRWKHU�ODZ�LV�SDVVHG�UHTXLULQJ�UHYRFDWLRQ�RI�KHU�GULYHUV�DQG�SURIHVVLRQDO�OLFHQVHV���7KH�FROOHFWLRQ�DJHQF\�QRWLFHV�WKDW�KHU�LQFRPH�KDV�EHHQ�YROXQWDULO\�UHGXFHG��D�FRXUW�VHQWHQFHV�KHU�WR�VL[�PRQWKV�LQ�SULVRQ�IRU�HYDGLQJ�KHU�SDUHQWDO�UHVSRQVLELOLW\�WR�SD\�WKH�GHEW��:KLOH�LQ�MDLO�/DXUD�0RUJDQ�UHDOL]HV�WKDW�WKLV�SUREOHP��FUHDWHG�E\�DQ�DUELWUDU\�UXOH�DQG�FDSULFLRXV�XVH�RI�JRYHUQPHQW�SRZHU��LV�QRW�D�WHPSRUDU\�RQH��$�IHZ�PRQWKV�ODWHU��VKH�WDNHV�KHU�RZQ�OLIH��OHDYLQJ�D�OHQJWK\�QRWH�GHVFULELQJ�KHU�RUGHDO�DQG�KHU�FRQFOXVLRQ�WKDW�VKH�KDG�QRWKLQJ�OHIW�WR�OLYH�IRU�EXW�FRQWLQXDO�DJRQ\�$�SROLWLFLDQ�ZKR�SXOOHG�LQ�WZR�PLOOLRQ�GROODUV�LQ�FDPSDLJQ�FRQWULEXWLRQV�IURP�SHRSOH�ZKR�SURILW�IURP�WKH�ODZ��LV�TXRWHG�E\�D�QHZVSDSHU�WKH�IROORZLQJ�GD\���6XLFLGH��OLNH�DOO�RI�KXPDQ�SV\FKRORJ\�LV�FRPSOLFDWHG��7KHUH�LV�QR�ZD\�WR�GHWHUPLQH�WKH�FDXVH�RI�D�VXLFLGH����$FWXDO�UHVSRQVH�WR�FKLOG�VXSSRUW�UHODWHG�VXLFLGHV���7KH�FRQVWLWXWLRQDO�FDVH�DJDLQVW�FXUUHQW�FKLOG�VXSSRUW�ODZ�LV�QRW�DERXW�WKH�RYHUO\�SROLWLFL]HG�LVVXH�RI�FKLOG�VXSSRUW��,W�LV�DERXW�EDVLF�FRQVWLWXWLRQDO�ULJKWV��7KH�SURPRWLRQ�RI�DUELWUDU\�EHQHILWV�DQG�XQZDUUDQWHG�SURILWV�IRU�WKH�GLYRUFH�LQGXVWU\�QHHG�WR�JLYH�ZD\�WR�DZDUHQHVV�RI�FRQVWLWXWLRQDO�ULJKWV��:KDW�/DXUD�0RUJDQ�DQG�RWKHU�SROLWLFDO�DGYRFDWHV�IDLO�WR�FRQVLGHU�LV�WKDW�LI�JRYHUQPHQW�SRZHU�LV�XQOLPLWHG�DQG�ZH�KDYH�QR�LQGLYLGXDO�ULJKWV�WR�SURWHFW�DJDLQVW�DUELWUDU\�LQWUXVLRQV��WKH�LPDJLQDU\�VFHQDULR�GHVFULEHG�DERYH�LV�DV�HDVLO\�SRVVLEOH�DV�WKH�FKLOG�VXSSRUW�V\VWHP�DV�ZH�NQRZ�LW�WRGD\��7KH�GHIHQVH RI�FRQVWLWXWLRQDO�ULJKWV��UHJDUGOHVV�RI�WKH�SDUWLFXODU�LVVXH�RU�SROLWLFDO�FRQWH[W�LQ�ZKLFK�WKH\�DUH�WKUHDWHQHG��LV�YLWDO�WR�XV�DOO��
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+LJK�&KLOG�6XSSRUW�$ZDUGV�'HQ\�&RQWDFW�EHWZHHQ�)DWKHUV�DQG�7KHLU�&KLOGUHQKWWS���DQFSU�RUJ�LQBWKHBVXSHULRUBFRXUWRIBDWNLQVRQ�KWP5RJHU�)��*D\���������9LVLWDWLRQ�FUHGLWV�UHGXFH�WKH�DPRXQW�RI�FKLOG�VXSSRUW�DZDUGHG�LQ�UHFRJQLWLRQ�RI�WKH�IDFW�WKDW�QRQ�FXVWRGLDO�SDUHQWV�VXSSRUW�WKHLU�FKLOGUHQ�GLUHFWO\�GXULQJ�YLVLWDWLRQ�SHULRGV��,W�LV�LQDSSURSULDWH�WR�VHQG�PRQH\�IRU�WKH�VDPH�H[SHQVHV�WR�WKH�FXVWRGLDO�SDUHQW��3,&6/7�ILUVW�ORRNHG�DW�WKH�TXHVWLRQ�RI�YLVLWDWLRQ�FUHGLWV�WHQ�\HDUV�DJR��>�@�7KH�IHGHUDO�PDQGDWH�IRU�XVH�RI�VWDWH�ZLGH�IRUPXODH�WR�GHWHUPLQH�FKLOG�VXSSRUW�DZDUGV�ZDV�MXVW�DERXW�WR�JR�LQWR�HIIHFW��5HYLHZ�RI�IHGHUDO�JRYHUQPHQW�IXQGHG�WHFKQLFDO�DGYLFH�RQ�GHVLJQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�VKRZHG�WKDW�PRUH�UHVHDUFK�ZDV�QHHGHG��%HIRUH�3,&6/7�EHFDPH�D�IRFXVHG�SURMHFW��ZH�QHHGHG�WR�NQRZ�ZKHWKHU�ZH�KDG�D�ZD\�RI�PDNLQJ�PDMRU�WHFKQLFDO�FRQWULEXWLRQV��6SHFLILFDOO\��ZH�ZDQWHG�WR�HVWDEOLVK�WKDW�WKH�GHVLJQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�ZRXOG�EHQHILW�IURP�WKH�DSSOLFDWLRQ�RI�UHDO�SURIHVVLRQDO�VFLHQWLILF�DQG�HQJLQHHULQJ�PHWKRGRORJ\��$IWHU�GHOYLQJ�LQWR�FKLOG�VXSSRUW�VWDWXWHV�DQG�FDVH�ODZ��V\VWHPDWLFDOO\�H[WUDFWLQJ�LWV�UXOHV�DQG�ORJLF��DQG�WUDQVODWLQJ�VRPH�RI�LW�LQWR�PDWKHPDWLFDO�HTXDWLRQV��WKH�VHDUFK�EHJDQ�IRU�SUHYLRXV�ZRUN�WKDW�ZDV�YHULILDEO\�FRUUHFW��,W�ZDV�TXLFNO\�IRXQG�WKDW�WKH�IRUPXOD�IRU�FUHGLWLQJ�YLVLWDWLRQ�KDG�EHHQ�SUHYLRXVO\�LQYHQWHG��1HDUO\�D�GHFDGH�HDUOLHU��0DXULFH�)UDQNV�KDG�ZULWWHQ�D�SDSHU�RQ�WKH�FDOFXODWLRQ�RI�FKLOG�VXSSRUW�DZDUG�DPRXQWV��>�@�+H�LQFOXGHG�DQ�HTXDWLRQ�IRU�SURYLGLQJ�FUHGLW�IRU�H[SHQVHV�SDLG�GXULQJ�YLVLWDWLRQ��7KH�HTXDWLRQ�WRRN�LQWR�FRQVLGHUDWLRQ WKH�DPRXQW�RI�WLPH�FKLOGUHQ�VSHQW�LQ�HDFK�KRXVHKROG��DV�ZHOO�DV�ERWK�SDUHQWV
�FRQWLQXLQJ�REOLJDWLRQ�WR�VXSSRUW�WKHLU�FKLOGUHQ��7KLV�LV�NQRZQ�DV�FURVV�FUHGLWLQJ��:DV�LW�FRUUHFW"�,Q�WKH�VDPH�\HDU�WKDW�)UDQNV
�SDSHU�ZDV�SXEOLVKHG��LW�ZDV�UHIHUUHG�WR�E\�WKH 2UHJRQ�6XSUHPH�&RXUW��>�@�$�IRUPHU�ZHOIDUH�UHFLSLHQW�DVNHG�WKDW�WKH�ZHOIDUH�V\VWHP
V�IRUPXOD�IRU�GHWHUPLQLQJ�D�FKLOG�VXSSRUW�DZDUG�EH�DSSOLHG�LQ�KHU�FDVH��7KH�&RXUW�GHWHUPLQHG�WKDW�WKH�ZHOIDUH�V\VWHP
V�IRUPXOD�GLG�QRW�FRUUHVSRQG�WR�WKH�VWDWH�VWDWXWH�RQ�WKH�DZDUG�RI�FKLOG�VXSSRUW�LQ�QRQ�ZHOIDUH�FDVHV��:LWKRXW�PDQGDWLQJ�WKH�XVH�RI�DQ\�IRUPXOD�LQ�QRQ�ZHOIDUH�FDVHV��WKH�&RXUW�FRPPHQWHG�WKDW�0DXULFH�)UDQNV
�IRUPXOD�FDPH�FORVHVW�WR�WKH�PHDQLQJ�RI�WKH�2UHJRQ�FKLOG�VXSSRUW�VWDWXWH��7KUHH�\HDUV�ODWHU��WKH�3HQQV\OYDQLD�6XSUHPH�&RXUW�KDG�UHDVRQ�WR�SHUIRUP�D�VLPLODU�UHYLHZ��FRPPHQWLQJ�RQ�HVWDEOLVKHG�FKLOG�VXSSRUW�SULQFLSOHV�DQG�WKH�XVH�RI�IRUPXOD�WR�GHWHUPLQH�FKLOG�VXSSRUW�DZDUGV��>�@�7KH�3HQQV\OYDQLD�&RXUW�DOVR�XVHG�)UDQNV
�IRUPXOD�DV�WKH�SURWRW\SH�ZLWK�EHVW�FRUUHVSRQGHQFH�WR�HVWDEOLVKHG�ODZ��7KH�FURVV�FUHGLWLQJ�IRUPXOD�WUHDWV�WKH�SD\PHQW�RI�FKLOG�VXSSRUW�DV�D�UHLPEXUVHPHQW�IRU�H[SHQVHV�ERUQH�E\�WKH�SDUHQW�ZKR�LV�FDULQJ�IRU�WKH�FKLOGUHQ��0RVW�RI�WKH�WLPH�LW�LV�WKH�FXVWRGLDO��RU�SULPDU\��SDUHQW�ZKR�LV�WR�EH�UHLPEXUVHG��VLQFH�PRVW�YLVLWDWLRQ�DUUDQJHPHQWV�DOORZ�FKLOGUHQ�WR�VSHQG�OHVV�WLPH�ZLWK�WKH�QRQ�FXVWRGLDO�SDUHQW��7KLV�LV�QRW�WR�VD\�WKDW�WKH�FXVWRGLDO�SDUHQW�LV�WKH�RQO\�SDUHQW�ZKR�VSHQGV�PRQH\�RQ�FKLOGUHQ�DQG�VKRXOG�WKHUHIRUH�EH�UHLPEXUVHG��'XULQJ�YLVLWDWLRQ��WKH�UROHV�DUH�UHYHUVHG��7KH�QRQ�FXVWRGLDO�SDUHQW�SD\V�WKH�ELOOV��7KH�FXVWRGLDO�SDUHQW�VWLOO�KDV�D�ILQDQFLDO�REOLJDWLRQ�WR�VXSSRUW�WKHLU�FKLOGUHQ�HYHQ�GXULQJ�SHULRGV�RI�YLVLWDWLRQ��2QH�FDQ�LPDJLQH�WKHQ��WKDW�WKH�QRQ�FXVWRGLDO�SDUHQW�SD\V�WKH�FXVWRGLDO�SDUHQW�PRVW�RI�WKH�WLPH��%XW�WKH�FXVWRGLDO�SDUHQW�SD\V�WKH�QRQ�FXVWRGLDO�SDUHQW�GXULQJ�YLVLWDWLRQ��,Q�SUDFWLFH��FKLOG�VXSSRUW�DZDUGV�ZHUH�W\SLFDOO\�UHGXFHG�WR�DFFRXQW�IRU�YLVLWDWLRQ�WLPH��6LQFH�WKH�WRWDO�DPRXQW�SDLG�WR�WKH�FXVWRGLDO�SDUHQW�LV�W\SLFDOO\�PXFK�KLJKHU�WKDQ�WKH�DPRXQW�WKH�QRQ�FXVWRGLDO�SDUHQW�VKRXOG�UHFHLYH��WKH�FKLOG�VXSSRUW�SD\PHQW�E\�WKH�QRQ�FXVWRGLDO�SDUHQW�ZDV�MXVW�PDGH�WR�EH�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR��7KH�UHLPEXUVHPHQW�DSSURDFK�WR�FURVV�FUHGLWLQJ�XVHG�HFRQRPLF�GDWD�IURP�WKH�FXVWRGLDO�SDUHQW�KRXVHKROG��,W�ZRXOG�QRW�PDWWHU�LI�WKH�QRQ�FXVWRGLDO�SDUHQW
V�GDLO\�H[SHQVHV�ZHUH�DFWXDOO\�KLJKHU�WKDQ�WKH�FXVWRGLDO�SDUHQW
V�RU�LI�WKH�QRQ�FXVWRGLDO�SDUHQW�SDLG�IRU�IL[HG�DVVHWV�VXFK�DV�DQ�H[WUD�EHGURRP�\HDU�URXQG��&DUH�GXULQJ�YLVLWDWLRQ�ZDV�WKRXJKW�RI DV�D�UHSODFHPHQW�IRU�FDUH�E\�WKH�FXVWRGLDO�SDUHQW��0RVW�FRPPRQ�FUHGLWV�ZHUH�JLYHQ�E\�SUR�UDWLQJ�WKH�FXVWRGLDO�SDUHQW
V��FRVW���7KLV�UHIOHFWHG�WKH�LGHD�WKDW�WHPSRUDU\�FDUH�E\�D�QRQ�FXVWRGLDO�SDUHQW�UHOLHYHG�WKH�FXVWRGLDO�SDUHQW�RI�WKH�GLUHFW�REOLJDWLRQ�GXULQJ�WKDW�SHULRG��,W�WKHUHIRUH�ILW�WKH�JHQHUDO�LGHD�WKDW�FKLOG�VXSSRUW�LV�D�SD\PHQW�PDGH�WR�UHLPEXUVH�WKH�FXVWRGLDO�SDUHQW��1RWH�KRZHYHU�WKDW�FUHGLW�FRXOG�DOVR�EH�JLYHQ�WR�RIIVHW�VSHFLDO�YLVLWDWLRQ�H[SHQVHV�VXFK�DV�KLJK�WUDQVSRUWDWLRQ�FRVWV�IRU�SLFNLQJ�XS DQG�UHWXUQLQJ�FKLOGUHQ��IRU�H[DPSOH��ZKHQ�SDUHQWV�OLYHG�PRUH�WKDQ����PLOHV�DSDUW��7KLV�ZDV�SRVVLEOH�EHFDXVH�HVWDEOLVKHG�OHJDO�SULQFLSOH�DOORZHG�FRQVLGHUDWLRQ�RI�DOO�FRVWV�UHODWHG�WR�WKH�FDUH�RI�FKLOGUHQ��3,&6/7�KDG�PDGH�D�JRRG�VWDUW��6LQFH�NH\�HOHPHQWV��PRUH�WKDQ�MXVW�WKH�YLVLWDWLRQ�FUHGLW��KDG�SUHYLRXVO\�EHHQ�HVWDEOLVKHG��WKH�DSSURDFK�WDNHQ�E\�WKH�SURMHFW�WR�UHLQYHQW�WKHP�ZDV�YDOLG��1RW�RQO\�WKDW��EXW�JLYHQ�DFFHSWDQFH�RI�)UDQNV
�PRGHO�E\�WKH�FRXUWV��LW�VHHPHG�OLNHO\�WKDW�IXWXUH�LPSURYHPHQWV�ZRXOG�VWDQG�D�JRRG�FKDQFH�RI�EHLQJ�DFFHSWHG�DV�ZHOO��$V�IRU�YLVLWDWLRQ�FUHGLWV�LQ�SDUWLFXODU��LW�DSSHDUHG�DV�WKRXJK�WKH�ZRUOG�KDG�DOUHDG\�ILJXUHG�WKDW�RXW��&URVV�FUHGLWLQJ�ZDV�QRW�DQ�REVFXUH�SURFHGXUH�EHLQJ�GLVFXVVHG�E\�D�IHZ�VSHFLDOLVWV�DQG�SKLORVRSKHUV��/DWHU�TXHVWLRQLQJ�RI�SUDFWLWLRQHUV�FRQILUPHG�WKDW�FURVV�FUHGLWLQJ�ZDV�ZLGHO\�XQGHUVWRRG�ZLWKLQ�WKH�SURIHVVLRQ��6R�WKDW�H[SODLQV�WKH�QHDUO\�GHFDGH�ORQJ�JDS�LQ�3,&6/7�ZRUN�RQ�YLVLWDWLRQ�FUHGLWV��7KH�SURMHFW�FDUULHG�RQ�GHYHORSLQJ�SURWRW\SH�JXLGHOLQHV�DQG�GHOYLQJ�LQWR WKH�UHPDLQLQJ�P\VWHULHV�DQG�SUREOHPV�LQ�FUHDWLQJ�D�FRPSOHWH�DQG�DFFXUDWH�PDWKHPDWLFDO�GHFLVLRQ�PRGHO��$QG�RI�FRXUVH�ZH�GLG�WKH�REOLJDWRU\�ZRUN�RI�UHYLHZLQJ�DQG�FULWLFL]LQJ�H[LVWLQJ�JXLGHOLQHV��,W�ZDV�VRPHZKDW�VXUSULVLQJ�WKDW�FURVV�FUHGLWLQJ�KDG�QRW�EHHQ LQFOXGHG�LQ�IHGHUDOO\�IXQGHG�WHFKQLFDO�ZRUN�RQ�GHYHORSLQJ�FKLOG�VXSSRUW�JXLGHOLQHV��EXW�WKHQ�HVWDEOLVKHG�FKLOG�VXSSRUW�SULQFLSOHV�DQG�SUDFWLFH�ZHUH�QRW�UHODWHG�WR�IHGHUDOO\�IXQGHG�ZRUN��>�@�(YHQ�PRUH�VXUSULVLQJ�ZDV�WKDW�D�GHFDGH�WKHQ�SDVVHG�GXULQJ�ZKLFK�WKH�VWDWHV�WKHPVHOYHV�GLG�QRW�UHIRUP�WKHLU�JXLGHOLQHV�WR�SURYLGH�DSSURSULDWH�YLVLWDWLRQ�
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FUHGLWV��>�@�:KHUH�KDYH�DOO�WKH�SHRSOH�JRQH�ZKR�KDG�XQGHUVWRRG�KRZ�WR�FDOFXODWH�YLVLWDWLRQ�FUHGLWV�EHIRUH�WKH�IHGHUDO�UHIRUPV�KDG�WDNHQ�HIIHFW"�2QH�H[SODQDWLRQ�LV�WKDW VWDWHV�V\VWHPDWLFDOO\�HOLPLQDWHG�WKH�EDVLF�SULQFLSOHV�WKDW�KDG�EHHQ�HVWDEOLVKHG�IRU�PDNLQJ�FKLOG�VXSSRUW�DZDUGV��$IWHU�FDUHIXO�DQG�OHQJWK\�UHYLHZ��3,&6/7�ZRXOG�OLNH�WR�VXPPDUL]H�WKH�SUHYLRXVO\�HVWDEOLVKHG�UDWLRQDO�EDVLV�IRU�FKLOG�VXSSRUW�DZDUGV�ZLWK�WKUHH IXQGDPHQWDO�SULQFLSOHV�����&KLOG�VXSSRUW�LV�IRU�WKH�FDUH�DQG�PDLQWHQDQFH�RI�FKLOGUHQ�����%RWK�SDUHQWV�KDYH�DQ�HTXDO�GXW\�WR�VXSSRUW�WKHLU�FKLOGUHQ�����$OO�UHOHYDQW�FLUFXPVWDQWLDO�LQIRUPDWLRQ�PD\�HIIHFW�WKH�DPRXQW�RI�WKH�DZDUG��6WDWH�FRXUWV�QR�ORQJHU KDYH�D�UDWLRQDO�EDVLV�XSRQ�ZKLFK�WR�GHWHUPLQH�ZKDW�LV�UHTXLUHG�LQ�WKH�IRUPXODWLRQ�RI�D�MXVW�DQG�SURSHU�FKLOG�VXSSRUW�DZDUG�DPRXQW��0RUH�RIWHQ�WKDQ�QRW��VWDWH�VWDWXWHV�PHUHO\�SRLQW�WR�WKHLU�JXLGHOLQHV��>�@�:KHQ�SULQFLSOHV�DUH�H[SUHVVHG�LQ�VWDWXWH��WKH\�DUH XVXDOO\�LQVXIILFLHQW�DQG�RIWHQ�LQFRQJUXRXV�ZLWK�WKH�LGHD�RI�VXSSRUWLQJ�FKLOGUHQ��>�@�7KDW�RQO\�SDUWLDOO\�H[SODLQV�ZK\�FKLOG�VXSSRUW�JXLGHOLQH�UHYLHZ�FRPPLWWHHV�KDYH�QRW�GHYHORSHG�EHWWHU�YLVLWDWLRQ�FUHGLW�FDOFXODWLRQV��$QRWKHU�H[SODQDWLRQ�LV�PDGH�DSSDUHQW�LQ�WKH�ERRN�'LYRUFHG�'DGV��6KDWWHULQJ�WKH�0\WKV��$XWKRU�6DQIRUG�%UDYHU�FRQGXFWHG�WKH�ODUJHVW�IHGHUDOO\�IXQGHG�VWXG\�RI�GLYRUFHG�IDWKHUV��+H�DOVR�VHUYHV�RQ�FRPPLWWHHV�WKDW�UHYLHZ�GRPHVWLF�UHODWLRQV�SROLFLHV�LQ�WKH�6WDWH�RI�$UL]RQD��%UDYHU�GRFXPHQWV�DVVXPSWLRQV�PDGH�E\�SHRSOH�ZRUNLQJ�RQ�IDPLO\�UHODWHG�LVVXHV�WKDW�KDYH�EHHQ�WUDQVODWHG�LQWR�ODZ�ZLWKRXW�EHLQJ�SXW�WR�WKH�WHVW��,Q�UHFHQW�\HDUV�WKHUH�KDYH�EHHQ�PDQ\�P\WKV�WKDW�KDYH�EHHQ�XVHG�WR�GHPRQL]H�QRQ�FXVWRGLDO�SDUHQWV��)RU�H[DPSOH��VLQFH�WKH�PDMRULW\�RI�SRRU�VLQJOH�FXVWRGLDO�SDUHQWV�DUH�PRWKHUV��WKH�PDMRULW\�RI�IDWKHUV�PXVW�EH�XQZLOOLQJ�WR�VXSSRUW�WKHLU�RZQ�FKLOGUHQ��DQG�WKHUHIRUH�VWURQJHU�HQIRUFHPHQW�PHDVXUHV�DUH�QHHGHG��%UDYHU�UDLVHV�D�TXHVWLRQ�WKDW��XQDQVZHUHG��FDQ�VWDQG�LQ�WKH�ZD\�RI�JUHDWHU�VXSSRUW�IRU�DSSURSULDWH�YLVLWDWLRQ�DQG�VKDUHG�SDUHQWLQJ�FUHGLWV��2QH�RI�WKH�VWDWHG�JRDOV�LQ�GRPHVWLF�UHODWLRQV�SROLF\�LV�WKDW�RI�UHGXFLQJ�FRQIOLFW�EHWZHHQ�WKH�WZR�SDUHQWV��6RPH�FKLOG�VXSSRUW�SROLF\�UHYLHZHUV�WKLQN�RQO\�DERXW�WKH�UHGXFWLRQ�LQ�WKH�DPRXQW�SDLG�WR�WKH�FXVWRGLDO�SDUHQW��7KLV�OHDGV�WR�TXHVWLRQV��ZKHWKHU�VXFK�FUHGLWV�ZLOO�FDXVH�FXVWRGLDO�SDUHQWV�WR�REMHFW�WR�YLVLWDWLRQ��$QG�ZLOO�QRQ�FXVWRGLDO�SDUHQWV�DWWHPSW�WR�LQFUHDVH�WKHLU�VFKHGXOHG�YLVLWDWLRQ�PHUHO\�WR�REWDLQ�UHGXFWLRQV�LQ�FKLOG�VXSSRUW�DZDUGV"�3,&6/7�LQYHVWLJDWHG��>��@�7KH�DQVZHU�VKRXOG�QRW�EH�D�JUHDW�VXUSULVH��:KHQ�FUHGLWV�DUH�JLYHQ�DJDLQVW�DZDUGV�WKDW�IDLUO\�DQG�DFFXUDWHO\�GHDO�ZLWK�WKH�DFWXDO�DQG�QHFHVVDU\�H[SHQVHV�RI�UDLVLQJ�FKLOGUHQ��FXVWRGLDO�SDUHQWV�QHYHU�ORVH�DV�D�UHVXOW�RI�SURSHUO\�FDOFXODWHG�YLVLWDWLRQ�FUHGLWV��,Q�IDFW��WKH\�FRQWLQXH�WR�EHQHILW�IURP�KLJKHU�VWDQGDUGV�RI�OLYLQJ��7KH�QRQ�FXVWRGLDO�SDUHQW
V�H[SHQGLWXUH�GXULQJ�YLVLWDWLRQ�SHULRGV�LV�DQ�DOWHUQDWLYH�WR�SD\LQJ�VXSSRUW�WR�WKH�FXVWRGLDO�SDUHQW��1RQ�FXVWRGLDO�SDUHQWV�QHYHU�ZLQ��(YHQ�ZKHQ�ZH�DFFRXQW�IRU�WKH�FXVWRGLDO�SDUHQW
V�FRQWLQXLQJ�REOLJDWLRQ�WR�SURYLGH�ILQDQFLDO�VXSSRUW�GXULQJ�YLVLWDWLRQ�SHULRGV��LW�LV�WKH�UDUH�FDVH�ZKHQ�WKH�QRQ�FXVWRGLDO�SDUHQW�EUDNHV�HYHQ��,Q�PRVW�FDVHV��QRQ�FXVWRGLDO�SDUHQWV�ZRXOG�FRQWLQXH�WR�SD\�PRUH�LQ�SURSRUWLRQ�WR�YLVLWDWLRQ��1R�UDWLRQDO�HFRQRPLF�UHDVRQ�ZDV�IRXQG�IRU�FXVWRGLDO�SDUHQWV�WR�REMHFW�WR�YLVLWDWLRQ�EDVHG�RQ�DFFXUDWH�DQG�UHDVRQDEOH�PHWKRGV�IRU�DZDUGLQJ�FKLOG�VXSSRUW�DQG�FUHGLWLQJ�YLVLWDWLRQ�WLPH��$QG�LW�ZDV�IRXQG�WKDW�QRQ�FXVWRGLDO�SDUHQWV�ZRXOG�UHFHLYH�QR�ILQDQFLDO�JDLQ�IURP�LQFUHDVLQJ�YLVLWDWLRQ�WLPH�IRU�WKH�VDNH�RI�ORZHU�DZDUGV��7KH�JUHDWHU�GDQJHU�LV�WKDW�WKH�QRQ�FXVWRGLDO�SDUHQW�ZLOO�KDYH�LQVXIILFLHQW�IXQGV�WR�LQFUHDVH�YLVLWDWLRQ��RU�PD\�KDYH�WRR�OLWWOH�WR�H[HUFLVH�QRUPDO�YLVLWDWLRQ��7KLV�SUREOHP�LV�DJJUDYDWHG�E\�DUELWUDULO\�KLJK�DZDUGV�JHQHUDOO\��LQFOXGLQJ�LQDGHTXDWH�FUHGLW�IRU�YLVLWDWLRQ��+DYLQJ�H[SODLQHG�WKH�UHLPEXUVHPHQW�DSSURDFK�WR�FURVV�FUHGLWLQJ�LQ�VRPH�GHWDLO��D�FKDOOHQJH�ZDV�SUHVHQWHG�E\�.DQVDV�FKLOG�VXSSRUW�FRPPLVVLRQHU�-DPHV�-RKQVWRQ��+H�QRWHG�WKDW�WKH�UHLPEXUVHPHQW�DSSURDFK�GRHV�QRW�FRQVLGHU�WKH�DFWXDO�H[SHQVHV�ERUQH�E\�WKH��VHFRQG�SDUHQW���3HUKDSV�ZKHQ�WKH�SDUHQWV�KDYH�MRLQW�FXVWRG\�RU�ZKHQ�WKHLU�SDUHQWLQJ�WLPH�LV�QHDUO\�HTXDO��LW�PDNHV�OLWWOH�VHQVH�WR�EDVH�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ�RQ�WKH�H[SHQVHV�RI�RQO\�RQH�RI�WKH�KRXVHKROGV��7KRVH�UHDGHUV�LQWHUHVWHG�HQRXJK�WR�ORRN�DW�WKH�PDWKHPDWLFV�DUH�ZHOFRPH�WR�WKH�3,&6/7�ZHE�VLWH��7KH�DUWLFOH�IRXQG�DW�UHIHUHQFH���EHORZ�FRQWDLQV�WKH�GHWDLOHG�H[SODQDWLRQ�RI�WKH�UHLPEXUVHPHQW�PHWKRG�RI�FURVV�FUHGLWLQJ��,W�KDV�EHHQ�H[WHQGHG�WR�LQFOXGH�D�PRUH�JHQHUDO�IRUPXOD�LQ�ZKLFK�WKH�DFWXDO�H[SHQVHV�RI�ERWK�KRXVHKROGV�DUH�WDNHQ�LQWR�FRQVLGHUDWLRQ�����3URMHFW�IRU�WKH�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/LWLJDWLRQ�7HFKQRORJ\��3,&6/7��LV�DQ�5	'�SURMHFW�WKDW�IRFXVHV�RQ�WKH�VFLHQFH��HQJLQHHULQJ��DQG�DSSOLFDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV��7KH�ILUVW�RI�WZR�UHFHQW�DUWLFOHV�RQ�FDOFXODWLRQ�RI�FUHGLWV�IRU�YLVLWDWLRQ�DQG�VKDUHG�SDUHQWLQJ��+RZ�WR�FDOFXODWH�«�FDQ�EH�IRXQG�KHUH� 7KH�VHFRQG�LV�FLWHG�EHORZ�����3LORW�6WXG\�RQ�WKH�'HYHORSPHQW�DQG�(YDOXDWLRQ�RI�6WDWH�*XLGHOLQHV�IRU�&DOFXODWLRQ�RI�&KLOG�6XSSRUW�3D\PHQWV��,QWHOOLJHQW�6\VWHPV�5HVHDUFK�&RUSRUDWLRQ�5HSRUW��6SHFLDO�5HSRUW�1R��,65������������&KLOG�6XSSRUW�6HULHV�5HSRUW�1R�����$SULO��������������)UDQNV��0DXULFH��+RZ�WR�&DOFXODWH�&KLOG�6XSSRUW��&DVH�	�&RPPHQW��-DQXDU\�)HEUXDU\�����������,Q�WKH�0DUULDJH�RI�6PLWK��2U�����3�G����������������0HO]HU�Y��:LWVEHUJHU �����3D�����������$��G���������������)HGHUDOO\�IXQGHG�ZRUN�ZDV�GULYHQ�E\�WKH�1DWLRQDO�&HQWHU�IRU�6WDWH�&RXUWV�DQG�WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��ERWK�RI�ZKLFK�KDG�VKRZQ�VRPH�GHWHUPLQDWLRQ�LQ�SXVKLQJ�IRU�LQFUHDVHG�FKLOG�VXSSRUW�DZDUG�DPRXQWV��LQFRQVLVWHQW�ZLWK�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ�LQ�WKH�VWDWHV�����:LWK�WKH�H[FHSWLRQ�RI�&DOLIRUQLD��QR�RWKHU�VWDWH�XVHV�FURVV�FUHGLWLQJ�����7KH�FKLOG�VXSSRUW�VWDWXWH�LQ�WKH�6WDWH�RI�,QGLDQD�LV�RQH�H[DPSOH��)RU�D�PRUH�GHWDLOHG�GLVVHFWLRQ�ZLWK�UHFRPPHQGDWLRQV��VHH�5HFRPPHQGDWLRQV�IRU�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/DZ�LQ�WKH�6WDWH�RI�9LUJLQLD��-XQH�������DYDLODEOH�KHUH�����'XULQJ�WKH�LPSOHPHQWDWLRQ�RI�IHGHUDO�PDQGDWHV��FKLOG�VXSSRUW�VKLIWHG�IURP�D�PHFKDQLVP�IRU�VXSSRUWLQJ�FKLOGUHQ�WR HPSKDVLV�RQ�LQFUHDVLQJ�WKH�VWDQGDUG�RI�OLYLQJ�RI�FXVWRGLDO�SDUHQW�KRXVHKROGV������7KH�IXOO�VWXG\�UHSRUW�LV�DYDLODEOH�KHUH�
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7RR�/DWH�7R�6WRS�1DWLRQDO�,'KWWS���DQFSU�RUJ�LQBWKHBVXSHULRUBFRXUWRIBDWNLQVRQ�KWP5RJHU�)��*D\�����������,PDJLQH�D�VWDWH�LQ�ZKLFK�\RX�PXVW�UHJLVWHU�\RXU�QDPH�DQG�DGGUHVV�ZLWK�WKH�DXWKRULWLHV��MXVW�VR�WKH\�FDQ�ILQG�\RX�LQ�FDVH�\RX�EUHDN WKH�ODZ��,Q�DQ�DJH�ZKHQ�ELOOV�YDXQWLQJ�SURWHFWLRQV�IRU�SULYDF\�DERXQG��DQG�ZKHQ�VXUYH\V�RI�FRQVXPHUV�UDQN�SULYDF\�DV�D�WRS�FRQFHUQ��FRXOG�WKDW�KDSSHQ�KHUH"�,W�LV�DOUHDG\�KDSSHQLQJ��:KHQ�ZH�UHO\�RQ�WKH�IHGHUDO�JRYHUQPHQW�WR�VROYH�RXU�SUREOHPV��ZH�LQYLWH�LW WR�LQWUXGH�XSRQ�RXU�SULYDF\��:H�DUH�DVNLQJ�%LJ�%URWKHU�WR�FRPH�LQ�DQG�PDNH�KLPVHOI�DW�KRPH���
² +RZ�%LJ�%URWKHU�%HJDQ��6ROYHLJ�6LQJOHWRQ��&DWR�,QVWLWXWH�²&KDQJHV�LQ�WHFKQRORJ\�KDYH�OHIW�D�QDWLRQ�FRQIXVHG�DERXW�KRZ�WKH�PRGHUQ�QDWLRQDO�,'�V\VWHP�LV�LPSOHPHQWHG��9LVLRQV�RI�SDVVSRUWV�ZLWK�VWDPSHG�SDJHV�QHHG�WR�EH�UHSODFHG�ZLWK�WKH�PRGHUQ�UHDOLW\�RI�WKH�FRPSXWHU�DJH��&HQWUDOO\�ORFDWHG�ILOH�FDELQHWV�ILOOHG�ZLWK�KDQG�ZULWWHQ�FDUGV�KDYH�EHHQ�UHSODFHG�E\�LQWHUFRQQHFWHG�GDWDEDVHV�LQ�D�KXJH�GLVWULEXWHG�V\VWHP��,W�KDV�ORQJ�VLQFH�EHHQ�XQGHUVWRRG�WKDW�VDIHJXDUGLQJ�RXU�IUHHGRP�UHTXLUHV�OLPLWLQJ�WKH�JRYHUQPHQW
V�DFFHVV�WR�SHUVRQDO�LQIRUPDWLRQ��:KHUH�D�OHJLWLPDWH�SXUSRVH�LV�VHUYHG��JRYHUQPHQW�DJHQFLHV�KDYH�EHHQ�DOORZHG�WR�DFFXPXODWH�OLPLWHG�LQIRUPDWLRQ�IRU�VSHFLILF�SXUSRVHV��2YHU�WKH�SDVW�GHFDGH�D�GUDPDWLF�VKLIW�KDV�WDNHQ�SODFH��7KH�JRYHUQPHQW�KDV�GHYHORSHG�WKH�DELOLW\�WR�DFFXPXODWH�WKH�PD[LPXP�DPRXQW�RI�LQIRUPDWLRQ�DQG�SURYLGHG�FHQWUDO�DFFHVV�WR�DQ�DUP\�RI�ORZ�OHYHO�EXUHDXFUDWV��$OO�VLJQV�LQGLFDWH�WKDW�WKLV�LV�MXVW�D�EHJLQQLQJ��'XULQJ�WKH�HLJKW�\HDUV�RI�WKH�&OLQWRQ�DGPLQLVWUDWLRQ��WKH�IHGHUDO�JRYHUQPHQW�VSHQW�DSSUR[LPDWHO\�IRXU�ELOOLRQ�GROODUV�GHYHORSLQJ�D�QDWLRQDO�GDWDEDVH�V\VWHP�IRU�NHHSLQJ�WUDFN�RI�LQWLPDWH�GHWDLOV�RI�WKH�OLYHV�RI�DOO�$PHULFDQV��)XQGLQJ��DQG�LQ�IDFW�WKH�SURMHFW�LWVHOI�ZDV�QHYHU�KHOG�XS�IRU�FORVH�SXEOLF�VFUXWLQ\��0RVW�RI�WKH�SHRSOH�UHDGLQJ�WKLV�DUWLFOH�KDYH�QHYHU�KHDUG�RI�WKH�SURMHFW��2I�WKRVH�ZKR�KDYH��PDQ\�SUREDEO\�EHOLHYH�LW�ZDV�HLWKHU�VKXW�GRZQ�IRU�ODFN�RI�SXEOLF�VXSSRUW��RU�OLPLWHG�LQ�SXUSRVH��,Q RUGHU�WR�XQGHUVWDQG�WKH�SRWHQWLDO�RI�VXFK�D�V\VWHP�LW�LV�ZRUWKZKLOH�WR�FRQVLGHU�LWV�FRVW��)RXU�ELOOLRQ�GROODUV�LV�D�KXJH�DPRXQW�RI�PRQH\�WR�VSHQG�RQ�GHYHORSPHQW�RI�D�FRPSXWHU�V\VWHP��,W�FRXOG�EX\�PRUH�WKDQ�VL[W\�PLOOLRQ�KRXUV��WKLUW\�WKRXVDQG�\HDUV��RI�HQJLQHHULQJ�FRQVXOWLQJ�WLPH��,W�LV�HQRXJK�WR�SD\���������SHRSOH�DQ�DYHUDJH�LQFRPH�IRU�RQH�\HDU��,W�LV�PRUH�WKDQ�HQRXJK�WR�EX\�D�PLOOLRQ�PRGHUQ�GHVNWRS�FRPSXWHUV��HDFK�RQH�SRZHUIXO�HQRXJK�WR�PDQDJH�D�GDWDEDVH�FRQWDLQLQJ�LQIRUPDWLRQ�DERXW�HYHU\�PDQ��ZRPDQ��DQG FKLOG�LQ�WKH�8QLWHG�6WDWHV��DQG�WKHQ�VRPH��)RXU�ELOOLRQ�GROODUV�LV�D�ORW�RI�PRQH\��,W�ZRXOG�EX\�DOPRVW�QLQHW\�%���VWHDOWK�ERPEHUV��,W�LV�HQRXJK�WR�SD\�IRU�DERXW�IRUW\�WKRXVDQG�DYHUDJH�KRPHV��,W�LV�HQRXJK�WR�VHQG�DERXW�RQH�KXQGUHG�WKRXVDQG�VWXGHQWV�WR�FROOHJH�IRU�RQH�\HDU�RU�EX\�KRW�OXQFKHV�IRU�HYHU\�HOHPHQWDU\�VFKRRO�FKLOG�LQ�WKH�8QLWHG�6WDWHV�IRU�ILYH�KXQGUHG�\HDUV��$V�DZHVRPH�DV�WKH�SULFH�WDJ�LV��WKH�H[FXVHV�IRU�LWV�H[LVWHQFH�KDYH�EHHQ�SRRU��7KH�SUHPLHU�UHDVRQ�LW�ZDV�EXLOW��DFFRUGLQJ�WR�PRVW�RIILFLDOUHSRUWV��LV�WR�WUDFN�FKLOG�VXSSRUW�SD\PHQWV�DQG�SHRSOH�ZKR�DUH�VXSSRVHG�WR�PDNH�WKHP��%XW�VWDWH�DQG�FRXQW\�JRYHUQPHQWV��DOUHDG\�DUPHG�ZLWK�WKHLU�RZQ�FRPSXWHUV�UHVLVWHG��3URSDJDQGD�FDPSDLJQV�H[DJJHUDWHG�FODLPV�RI�QRQ�SD\PHQW�WR�WKH�OHYHO�RI�D�QDWLRQDO�HPHUJHQF\��EXW�ZHUH�FRXQWHUHG�ZLWK�UHDO�GDWD�IURP�WKH�QDWLRQDO�FHQVXV�DQG�RWKHU�UHVHDUFK�VKRZLQJ�WKDW�IXOO\�HPSOR\HG�IDWKHUV�SD\�ZHOO��)DWKHUV�RI�FKLOGUHQ�VXSSRUWHG�E\�ZHOIDUH�DUH�RIWHQ�SRRU��XQVNLOOHG��WRR�VLFN�WR�ZRUN��LQ�MDLO��XQNQRZQ��RU�GHDG��$QRWKHU�GDWDEDVH�V\VWHP�GRHV�QRWKLQJ�WR�UHGXFH�SRYHUW\��7KH�GDWDEDVH�ZRXOG�EH�XVHG�WR�FDWFK�LOOHJDO�DOLHQV��7KLV�ZDV�D�VKRUW�OLYHG�H[FXVH��2QH�RQO\�QHHGHG�WR�SRLQW�RXW�WKDW�LOOHJDO�DOLHQV�ZRXOG�SUREDEO\�EH�WKH�RQO\�SHRSOH�QRW�UHJLVWHUHG��$V�ZHDN�DV�WKH�MXVWLILFDWLRQ�LV��WKH�FKLOG�VXSSRUW�H[FXVH�VWLOO�KDG�WKH�QHFHVVDU\�FKDUDFWHULVWLFV��7KH�JRYHUQPHQW�ZDQWHG�WR�ORRN�LQWR�HYHU\�LPSRUWDQW�GHWDLO�RI�D�SHUVRQ
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:K\�'R�&XUUHQW�&KLOG�6XSSRUW�*XLGHOLQHV�1HHG�,PSURYHPHQW"
5RJHU�)��*D\����������KWWS���DQFSU�RUJ�LQBWKHBVXSHULRUBFRXUWRIBDWNLQVRQ�KWP
:KHQ�DVNHG�IRU�D�IRUPDO��SXEOLF�H[SODQDWLRQ�IRU�ZK\�ZH�QHHG�SUHVXPSWLYH�FKLOG�VXSSRUW�JXLGHOLQHV��VXSSRUWHUV�JLYH�IHZ�UHDVRQV��7\SLFDOO\��WKH\�VD\�WKDW�SUHVXPSWLYHO\�FRUUHFW�JXLGHOLQHV�OHDG�WR�XQLIRUPLW\��VLPSOLI\�WKH�GHFLVLRQ�SURFHVV��DQG�SURYLGH�JUHDWHU�FHUWDLQW\�DV�WR�WKH�RXWFRPH��7KH\�DOVR�VSHFXODWH�WKDW�FHUWDLQW\�ZLOO�OHDG�WR�OHVV�OLWLJDWLRQ�EHFDXVH�WKHUH�LV�OHVV�UHDVRQ�IRU�LW���7KLV�ODVW�ELW�RI�VSHFXODWLRQ�QHYHU�FDPH�WUXH�DQG�KLJKHU�FRXUWV�UHPDLQ�XQGHU�SUHVVXUH�IURP�DQ�XQXVXDOO\�KLJK�QXPEHU�RI�DSSHDOV�\HDU�DIWHU�\HDU���,Q�OHVV�SXEOLF�VLWXDWLRQV��WKH�GLVFXVVLRQ�LV�PXFK�GLIIHUHQW��$�MXGJH�VLWWLQJ�RQ�D VWDWH�SDQHO�RQ�JHQGHU�ELDV�LQ�9LUJLQLD�SXW�D�ZRUG�LQ�D�PDOH�DFWLYLVW
V�HDU��WKDW�SUHVXPSWLYH�JXLGHOLQHV�SURGXFH�XQUHDVRQDEO\�KLJK��FKLOG�VXSSRUW��DZDUGV�LQ�RUGHU�WR�HTXDO�RXW�WKH�GLIIHUHQFH�LQ�LQFRPH�EHWZHHQ�PHQ�DQG�ZRPHQ��0DQ\��ZRPHQ
V�ULJKWV��DFWLYLVWV�YLHZ�FKLOG�VXSSRUW�DV�LQVHSDUDEOH�IURP�VSRXVDO�VXSSRUW�RU�DOLPRQ\�DQG�WKHUHIRUH�DUJXH�WKDW�WKHUH�LV�QR�UHDVRQDEOH�OLPLW�WR�WKH�DPRXQW�RI�D�FKLOG�VXSSRUW�DZDUG��(YHQ�DFDGHPLF�VWXGLHV�SURYLGH�D�GLIIHUHQW�YLHZ�RI�ZKDW�WKH�QHZ�UHIRUPHG�YLVLRQ�RI�FKLOG�VXSSRUW�LV�DERXW��2QH�VWXG\�WKDW�EHFDPH�SDUW�RI�WKH�IRXQGDWLRQ�RI�WKH�SROLWLFDO�UHIRUP�PRYHPHQW�ZDV�ZULWWHQ�XS�E\�(ODLQH�6RUHQVHQ�DW�7KH�8UEDQ�,QVWLWXWH��+HU�IHGHUDOO\�IXQGHG�VWXG\�WZLVWHG�WKURXJK�D�VHULHV�RI�VWDWLVWLFDO�VSHFXODWLRQV�WR�FRQFOXGH�WKDW�DIWHU�SD\LQJ�WKH�FXUUHQW�OHYHO�RI�FKLOG�VXSSRUW��VRPH�IDWKHUV�VWLOO�KDG�VRPH�PRQH\�OHIW�RYHU��7KLV�QHZV�VHQW�DGYRFDWHV�RII�WR�SUHVVXUH�WKH�IHGHUDO�JRYHUQPHQW�WR�JHW�PRUH�RI�LW��7KH�SROLWLFDO�GLVFXVVLRQ�WKDW�OHG�WR�VZHHSLQJ�IHGHUDO�UHIRUP�QHYHU�UHDOO\�KDG�D�UHVSRQVLEOH�IODYRU��7KH�SKUDVH�GHDGEHDW�GDGV�ZDV�XVHG�WR�MXVWLI\�DQ\WKLQJ��,Q�WKH�EHJLQQLQJ��SURSRQHQWV�FODLPHG�WKDW�UHIRUPV�ZRXOG�EULQJ�GRZQ�ZHOIDUH�VSHQGLQJ��,W�ZDV�FOHDU�WR�UHDVRQDEOH�DQDO\VWV�IURP�WKH�EHJLQQLQJ�WKDW�WKH\�ZRXOGQ
W��:KHQ�WLHG�GRZQ�WR�UHDVRQDEOH�TXHVWLRQV�IURP�RSSRQHQWV��DGYRFDWHV�ZLWKLQ�JRYHUQPHQW�FRXOG�RQO\�VD\�WKDW�UHDVRQ�GLGQ
W�PDWWHU��7KH\�ZHUH�JRLQJ�WR�GR�LW�DQ\ZD\��<RX�NQRZ��� GHDGEHDW�GDGV��$IWHU�PRUH�WKDQ�D�GHFDGH�LQ�SUDFWLFH��WKH�IDLOXUH�RI�WKH�UHIRUPV�WR�UHGXFH�ZHOIDUH�FRVWV�NHHS�DOO�EXW�WKH�OHDVW�ZHOO�LQIRUPHG�LQ�FKHFN��3HUKDSV�WKH�OHDVW�OLNHO\�UHDVRQ�WR�EH�GLVFXVVHG�LQ�OHJLVODWLYH�GHEDWH�DQG�E\�FKLOG�VXSSRUW�FRPPLVVLRQV�LV�JLYHQ�LQ�IHGHUDO�VWDWXWH��)HGHUDO�ODZ�UHTXLUHV�WKH�XVH�RI�FKLOG�VXSSRUW�JXLGHOLQHV�LQ�DOO�FKLOG�VXSSRUW�GHFLVLRQV��,W�DOVR�UHTXLUHV�WKDW�WKH�XVH�RI�D�JXLGHOLQH�UHVXOWV�LQ�DQ�DSSURSULDWH�DZDUG�LQ�HDFK�DQG�HYHU\�FDVH��7KH�OHDVW�OLNHO\�LVVXH�WR�EH�GLVFXVVHG�LV�ZKHWKHU�WKH�XVH�RI�D�VWDWH
V�JXLGHOLQH�DFWXDOO\�UHVXOWV�LQ�DSSURSULDWH�DZDUGV�LQ�HDFK�FDVH��6RPHZKHUH�LQ�WKH�SURFHVV�RI�LPSOHPHQWDWLRQ��WKLV�FHQWUDO�IHGHUDO�UHTXLUHPHQW�KDV�EHHQ�IRUJRWWHQ��0RVW�VWDWHV�XVH�WKH�,QFRPH�6KDUHV PRGHO�IRU�FKLOG�VXSSRUW�JXLGHOLQHV�GHVLJQHG�E\�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU�5REHUW�*��:LOOLDPV�RI�3ROLF\�6WXGLHV��,QF��36,��:LOOLDPV
�FROOHFWLRQV�FRPSDQ\�UHFHLYHV�D�SHUFHQW�RI�FROOHFWLRQV��SUHVHQWLQJ�D�FRQIOLFW�RI�LQWHUHVW��$GYRFDF\�JURXSV�UHSUHVHQWLQJ�SD\HUV�KDYH�EHHQ�FRQFHUQHG�DV�ZHOO�DERXW�WKH�FRQIOLFW�RI�LQWHUHVW�RI�WKH�VWDWHV�WKHPVHOYHV��$GGLWLRQDO�IHGHUDO�IXQGLQJ�WR�VWDWHV�LV�SURYLGHG�LQ�SURSRUWLRQ�WR�WKH�DPRXQW�RI�FKLOG�VXSSRUW�SDLG�LQ�D�VWDWH��7KH�PDMRULW\�RI�WKRVH�ZKR�DUH�LQYROYHG�LQ�GHYHORSLQJ�VWDWHV
�FKLOG�VXSSRUW�JXLGHOLQHV�WRGD\�KDYH�GLUHFW�ILQDQFLDO�LQFHQWLYHV�IRU�DUELWUDULO\�LQFUHDVLQJ�DZDUG�DPRXQWV��7KH�36,�PRGHO�JDLQHG�SRSXODULW\�LQ�WKH�VWDWHV�ZKHQ�LW�ZDV�SXEOLVKHG�E\�WKH�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�DV��WHFKQLFDO�DVVLVWDQFH��WR�WKH�VWDWHV�LQ�GHYHORSLQJ�WKHLU�IHGHUDOO\�PDQGDWHG�JXLGHOLQHV��1R�FRPSHWLWLRQ�ZDV�KHOG�E\�WKH�OHJDO�FRPPXQLW\�WR�GHWHUPLQH�WKH�EHVW�PRGHO��7KH�36,�PRGHO�ZDV�DGRSWHG�HYHQ�WKRXJK�LW�GLG�QRW�FRUUHVSRQG�WR�HVWDEOLVKHG�OHJDO�SULQFLSOHV��ZDV�QRW�GHYHORSHG�E\�H[SHUWV�LQ�PDNLQJ�DZDUGV��DQG�KDV�QHYHU��LQ�DQ\�ZD\��EHHQ�YDOLGDWHG���6RPH�SURSRQHQWV�FODLP�WKDW WKHUH�LV�QR�OLPLW�WR�WKH�DPRXQW�WKDW�FDQ�EH�DZDUGHG�DV�FKLOG�VXSSRUW��WKXV�YDOLGDWLRQ�LV�QRW�DQ�LVVXH�WR�WKHP��7KH�,QFRPH�6KDUHV PRGHO��LQ�EDVLF�IRUP��LQFOXGHV�D�QXPHULF�WDEOH�WKDW�SUHVXPSWLYHO\�UHSUHVHQWV�WKH�FRUUHFW�PRQHWDU\�REOLJDWLRQ�RI�SDUHQWV�WR�WKHLU�FKLOGUHQ��7KH�QDPH�,QFRPH�6KDUHV�FRPHV�IURP�WKH�IDFW�WKDW�WKH�REOLJDWLRQ�LV�GLYLGHG�EHWZHHQ�WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�LQFRPH��7KH�36,�,QFRPH�6KDUHV PRGHO�XVHV�DUELWUDULO\�GHULYHG�QXPHULF�WDEOH�YDOXHV�WKDW�DUH�VDLG�WR�UHSUHVHQW�WKH�DPRXQW�SDUHQWV�LQ�LQWDFW�IDPLOLHV��DW�D�VLPLODU�LQFRPH�OHYHO��VSHQG�RQ�WKHLU�FKLOGUHQ��7KXV��WKH�UHVXOWLQJ�DZDUG�LV�VDLG�WR�REOLJDWH�WKH�SD\LQJ�SDUHQW�� EXW�QRW�WKH�UHFLSLHQW�� WR�SD\�WKH�VDPH�DPRXQW�WR�VXSSRUW�KLV�FKLOGUHQ��DV�KH�ZRXOG�KDYH�LI�WKH�SDUHQWV�KDG�UHPDLQHG�PDUULHG��3RVW�GLYRUFH�FLUFXPVWDQFHV�DUH�QRW�WKH�VDPH�DV�WKRVH�RI�WKH�PDUULDJH��(YHQ�LI�WKH�QXPEHUV�ZHUH�FRUUHFW��WKLV�ZRXOG�REOLJDWH�RQH�SDUHQW�WR�SD\�WKH�RWKHU�DQ�DPRXQW�WKDW�LV�XQUHODWHG�WR�ZKDW�LV�VSHQW�RQ�KLV�FKLOGUHQ��7KH�WZR�SDUHQWV�DUH�WKHUHIRUH �REOLJDWHG��XQGHU�HQWLUHO\�GLIIHUHQW�VWDQGDUGV��6R�PXFK�IRU�XQLIRUPLW\��$�VPDOOHU�EXW�VLJQLILFDQW�QXPEHU�RI�VWDWHV�XVH�WKH�SHUFHQW�RI�LQFRPH�IRUPXOD��7KH�SHUFHQW�RI�LQFRPH�IRUPXOD�WDNHV�D�IL[HG�SHUFHQW�RI�WKH�SD\HU
V�LQFRPH��ZKLFK�FDQ�GHSHQG�RQ�WKH�QXPEHU�RI�FKLOGUHQ�LQYROYHG��DV�WKH�EDVLF�REOLJDWLRQ��7KLV�IRUPXOD�ZDV�ILUVW�XVHG�LQ�VRFLDOLVW�RU�FRPPXQLVW�FRXQWULHV�ZLWK�VWURQJ�LQFRPH�FRQWUROV�DQG�ZLWK�LQGLYLGXDO�HFRQRPLF�OLIH�KHDYLO\�LQWHJUDWHG�ZLWK�WKH�VWDWH��7KH�VLPSOH�XQLIRUP�PHWKRG�RI�FDOFXODWLQJ�WKH�FKLOG�VXSSRUW�WUDQVIHU�SD\PHQW�FRUUHVSRQGHG�WR�WKH�VLPSOH�XQLIRUPLW\�RI�HFRQRPLF�OLIH�RI�SHRSOH�LQ�WKRVH�VRFLHWLHV��DW�OHDVW�DV�LPDJLQHG�E\�VWDWH�SODQQHUV��7KH�8QLWHG�6WDWHV�GRHV�QRW�RI�FRXUVH�KDYH�VXFK�D�SODQQHG�HFRQRP\��,QGLYLGXDO�HFRQRPLF�FLUFXPVWDQFHV�YDU\�ZLGHO\��7KH�SHUFHQW�RI�LQFRPH�IRUPXOD�GRHV�QRW�FRUUHVSRQG�WR�WKH�SROLWLFDO�DQG�HFRQRPLF�HQYLURQPHQW�RI�WKH�8QLWHG�6WDWHV��7KH�UHVXOWV�LW�JLYHV�DUH�HQWLUHO\�UDQGRP�LQ�UHODWLRQ�WR�FKLOGUHQ
V�QHHGV�DQG�WKH�UHODWLYH�DELOLW\�RI�WKHLU�WZR�SDUHQWV�WR�PHHW�WKRVH�QHHGV�
�)RU�PRUH�LQIRUPDWLRQ�UHODWHG�WR�WKHVH�FKLOG�VXSSRUW�PRGHOV��VHH�7KH�&KLOG�6XSSRUW�*XLGHOLQH�3UREOHP� D�3,&6/7�SDSHU���$Q�HYHQ�VPDOOHU�QXPEHU�RI�VWDWHV�XVH�RWKHU�PRGHOV��7KH�PRVW�SRSXODU�LQ�WKDW JURXS�LV�WKH�'HODZDUH�PRGHO��7KH�'HODZDUH�PRGHO�ZDV�RULJLQDOO\�GHYHORSHG�WR�FRUUHVSRQG�WR�WKH�UDWLRQDO�SULQFLSOHV�IRU�PDNLQJ�D�FKLOG�VXSSRUW�DZDUG�HVWDEOLVKHG�LQ�'HODZDUH��DQG�VLPLODUO\�LQ�
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V�D�IDU�FU\�IURP�FDUU\LQJ�RXW�D�YDOLG�WHFKQLFDO�UHYLHZ�WR�DVVXUH�WKDW�XVH�RI�D�JXLGHOLQH�ZLOO�UHVXOW�LQ�D�MXVW�DQG�DSSURSULDWH�DZDUG LQ�HYHU\�FDVH��2QH�RI�WKH�SULPDU\�HOHPHQWV�ODFNLQJ�LQ�WKH�SURFHVV�LV�WKH�VDPH�HOHPHQW�WKDW�LV�ODFNLQJ�LQ�WKH�LQGLYLGXDO�FDVH�GHFLVLRQ�SURFHVV��6WDWHV�W\SLFDOO\�KDYH�HOLPLQDWHG�WKH�UDWLRQDO�EDVLV�IRU�WKH�DZDUG�RI�FKLOG�VXSSRUW�IURP�WKHLU�VWDWXWHV��5HYLHZ�FRPPLVVLRQV�DUH�WKHQ�FDOOHG�XSRQ�WR�GHWHUPLQH�ZKHWKHU�DZDUGV�FDOFXODWHG�E\�XVH�RI�WKHLU�JXLGHOLQHV�DUH�MXVW�DQG�DSSURSULDWH�ZLWKRXW�KDYLQJ�DQ\�EDVLV�IRU�GHWHUPLQLQJ�ZKDW��MXVW��RU��DSSURSULDWH��PHDQV��$IWHU�PDQ\�PDWKHPDWLFDO�VWXGLHV�LW�EHFDPH�DSSDUHQW�WKDW�WUDGLWLRQDO�ZLVGRP�KDV�JUHDW�YDOLGLW\��5DWKHU�WKDQ�UHYLHZLQJ�WKH�3,&6/7�SURSRVDO�LQ�GHWDLO�LQ�WKLV�DUWLFOH��LQWHUHVWHG�UHDGHUV�DUH�ZHOFRPH�WR�GLVFXVV�WKH�TXHVWLRQ�LQ�WKH�)DWKHULQJ�0DJD]LQH�GLVFXVVLRQ�IRUXP�DQG�WKH�3,&6/7�GLVFXVVLRQ�IRUXP��7KH�DVVHUWLRQ�LV�WKDW�WKH�IROORZLQJ�WKUHH�SULQFLSOHV�SURYLGH�D�QHFHVVDU\�DQG�VXIILFLHQW�EDVLV�IRU�MXVW�DQG�DSSURSULDWH�DZDUGV��0RUHRYHU��WKH�UDWLRQDO�EDVLV�IRU�FKLOG�VXSSRUW�DZDUG�GHFLVLRQV�PXVW�EH�VWDWHG�LQ�VWDWXWH�LQ�RUGHU�WR�PHHW�IHGHUDO�VWDWXWRU\�DQG�FRQVWLWXWLRQDO�UHTXLUHPHQWV��&KLOG�VXSSRUW�LV�IRU�WKH�FDUH�DQG�PDLQWHQDQFH�RI�FKLOGUHQ��%RWK�SDUHQWV�KDYH�DQ�HTXDO�GXW\�WR�VXSSRUW�WKHLU�FKLOGUHQ��$OO�UHOHYDQW�FLUFXPVWDQWLDO�LQIRUPDWLRQ�PD\�DIIHFW�WKH�DPRXQW�RI�WKH�DZDUG��
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$�5HWXUQ�WR�:HOIDUH�$V�:H�.QHZ�,W"7KH�EHJLQQLQJ�RI�WKH�HQG�RI�FKLOG�VXSSRUW�UHIRUP5RJHU�)��*D\����������$�*HRUJLD�FRXUW�KDV�GHFODUHG�WKH�VWDWH
V�FKLOG�VXSSRUW�JXLGHOLQHV�XQFRQVWLWXWLRQDO��6HH��KWWS���DQFSU�RUJ�LQBWKHBVXSHULRUBFRXUWRIBDWNLQVRQ�KWP7KH�GHFLVLRQ�EDQV�WKH�XVH�RI�D�SUHVXPSWLYHO\�FRUUHFW�IRUPXOD�WKDW�SURGXFHV�DUELWUDULO\�KLJK�DZDUGV��D�XQLYHUVDO�SUDFWLFH�LQ�WKH�8QLWHG�6WDWHV�VLQFH�������7KH�FRQVHTXHQFHV�RI�D�QDWLRQZLGH�EDQ�FRXOG�H[WHQG�ZHOO�EH\RQG�DOORZLQJ�FRXUWV�WR�VHW�FKLOG�VXSSRUW�DZDUGV�DW�UHDVRQDEOH�OHYHOV�7KH�MXGJPHQW�VWDWHV�WKUHH�UHTXLUHPHQWV�IRU�FRQVWLWXWLRQDOO\�DFFHSWDEOH�FKLOG�VXSSRUW�GHFLVLRQV��%RWK�SDUHQWV�KDYH�DQ�HTXDO�REOLJDWLRQ�WR�VXSSRUW�WKHLU�FKLOGUHQ�LQ�DFFRUGDQFH�ZLWK�WKHLU�UHODWLYH�PHDQV�WR�GR�VR��UHJDUGOHVV�RI�WKHLU�JHQGHU�DQG�FXVWRGLDO�VWDWXV��7KH�DPRXQW�DZDUGHG�DV��FKLOG�VXSSRUW��PXVW�EH�OLPLWHG�WR�DGGUHVV�RQO\�WKH�QHHG�IRU�ILQDQFLDO�VXSSRUW�RI�GHSHQGHQW�FKLOGUHQ��&KLOG�VXSSRUW�DZDUGV�PXVW�EH�UDWLRQDOO\�UHODWHG�WR�WKH�UHOHYDQW�IDFWV�DQG�FLUFXPVWDQFHV�RI�HDFK�FDVH�&KLOG�VXSSRUW�ODZ�H[LVWHG�LQ�WKH�WKLUWHHQ�FRORQLHV�DQG�KDV�H[LVWHG�LQ�WKH�VWDWHV�VLQFH�WKH�EHJLQQLQJ�RI�WKH�QDWLRQ
V�KLVWRU\��1RW�VXUSULVLQJO\��WKH�UHTXLUHPHQWV�SUHVHQWHG�LQ�WKH�*HRUJLD�MXGJPHQW�DUH�UHPLQLVFHQW�RI�WUDGLWLRQDO�ODZ WKDW�GHYHORSHG�WKURXJK�PRUH�WKDQ�WZR�KXQGUHG�\HDUV�RI�FDVH�SUHFHGHQW��)HGHUDO�UHIRUPV�HIIHFWLYHO\�EORFNHG�WKH�DSSOLFDWLRQ�RI�HVWDEOLVKHG�OHJDO�SULQFLSOHV�E\�H[WHQGLQJ�WKH�XVH�RI�SROLWLFDOO\�FRQWUROOHG�IRUPXODH��NQRZQ�DV�FKLOG�VXSSRUW�JXLGHOLQHV��WR�QRQ�ZHOIDUH�FDVHV��6WDWH�FRXUWV�KDYH�EHHQ�UHTXLUHG�WR�DSSO\�WKHLU�VWDWH
V�IRUPXOD�LQ�HYHU\�FKLOG�VXSSRUW�FDVH�DQG�SUHVXPH�WKDW�UHVXOWV�DUH�FRUUHFW�'HVSLWH�D�IHGHUDO�UHTXLUHPHQW�IRU�VWDWHV�WR�UHYLHZ�WKHLU�JXLGHOLQHV�WR�DVVXUH�WKDW�WKHLU�XVH�UHVXOWV�LQ�D�MXVW�DQG�DSSURSULDWH�DZDUG�LQ�HYHU\�FDVH��QR�VWDWH�KDV�HYHU�YDOLGDWHG�WKH�ORJLF�RI�WKHLU�JXLGHOLQHV��$FFRUGLQJ�WR�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU�5REHUW�:LOOLDPV�ZKR�LV�WKH�SULPDU\�GHVLJQHU�RI�PRVW�VWDWH�JXLGHOLQHV��WKH�REMHFWLYH�ZDV�WR�LQFUHDVH�WKH�DYHUDJH DPRXQW�RI�DQ�DZDUG�E\�WZR�DQG�D�KDOI�WLPHV��,W�LV�WKLV�SUDFWLFH�LQ�SDUWLFXODU��DUELWUDULO\�LQFUHDVLQJ�DZDUGV�E\�XVLQJ�D�SUHVXPSWLYHO\�FRUUHFW�IRUPXOD�WKDW�WKH�*HRUJLD�FRXUW�IRXQG�XQFRQVWLWXWLRQDO�6LQFH�WKH�IHGHUDO�UHIRUPV�WRRN�HIIHFW��PDWKHPDWLFDO�VWXGLHV�SHUIRUPHG�E\�WKH�3URMHFW�IRU�WKH�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/LWLJDWLRQ�7HFKQRORJ\��3,&6/7��KDYH�FRQILUPHG�WKH�QHFHVVLW\�RI�WKH�WKUHH�SULQFLSOHV�LQ�GHILQLQJ�WKH�ORJLF�IRU�SURSHUO\�GHWHUPLQLQJ�FKLOG�VXSSRUW�DZDUGV��7KH�RYHUSD\PHQW�UHVXOWLQJ�IURP�WKH�XVH RI�JXLGHOLQHV�KDV�EHFRPH�NQRZQ�DV�KLGGHQ�DOLPRQ\�2Q�WKH�RWKHU�VLGH�RI�WKH�LVVXH�LV�D�VWUDQJH�FRDOLWLRQ�RI�VSHFLDO�LQWHUHVW�JURXSV�WKDW�SURILW�IURP�WKH�FXUUHQW�V\VWHP��7KHVH�LQFOXGH�VWDWH�HQIRUFHPHQW�DJHQFLHV��SULYDWH�FROOHFWLRQ�EXVLQHVVHV��DQG�ZRPHQ
V�JURXSV�WKDW�KDYH�VRXJKW�KLJKHU�ILQDQFLDO�EHQHILWV�IRU�GLYRUFH��%LOOLRQV�RI�GROODUV�LQ�IHGHUDO�IXQGLQJ�KDYH�GULYHQ�WKH�V\VWHP��FUHDWLQJ�D�YDVW�QHWZRUN�RI�SROLWLFDO�IULHQGV�,W�ZDV�WKH�UHIRUPV�WKHPVHOYHV�WKDW�ZHUH�ODUJHO\�UHVSRQVLEOH�IRU�EULQJLQJ�WKH�FKLOG�VXSSRUW�FROOHFWLRQ�LQGXVWU\�LQWR�H[LVWHQFH��3ULYDWH�FROOHFWLRQ�DJHQFLHV��VXFK�DV�WKH�RQH�RZQHG�E\�5REHUW�:LOOLDPV��NHHS�DSSUR[LPDWHO\����SHUFHQW�RI�DOO�WKH�PRQH\�WKH\�FROOHFW��7KH�JRYHUQPHQW�HQIRUFHPHQW�V\VWHP�LV�DOVR�UHZDUGHG�E\�DQ�LQFUHDVH�LQ�IHGHUDO�IXQGLQJ�LQ�SURSRUWLRQ�WR�WKH�DPRXQW�FROOHFWHG��'XULQJ�WKH�����V��WKHVH�ILQDQFLDO�EHQHILWV�OHG�WR�D�XQLTXH�IRUP�RI�PXWXDO�VXSSRUW�DQG�SRZHU�VKDULQJ�EHWZHHQ�JRYHUQPHQW�DQG�SULYDWH�DJHQFLHV�XQGHU�WKH�UXEULF�RI�SULYDWL]DWLRQ�7KH�FRDOLWLRQ�H[HUWHG�HQRUPRXV�LQIOXHQFH�RQ�JRYHUQPHQW�SROLF\�DQG�PDQDJHG�D�SHUVXDVLYH�SURSDJDQGD�FDPSDLJQ�DJDLQVW�D�JURXS�WKH\�ODEHOOHG��GHDGEHDW�GDGV���3URPRWHUV�SURMHFWHG�VXEVWDQWLDO�GURSV�LQ�ZHOIDUH�UROOV�E\��IRUFLQJ�IDWKHUV�WR�SD\���7D[SD\HUV�ZHUH�SURPLVHG�VLJQLILFDQW�VDYLQJV��%XW�WKH�SURPLVH�ZDV�QRW�VXEVWDQWLDWHG�E\�FUHGLEOH�IHDVLELOLW\�VWXGLHV�DQG�WKH�VDYLQJV�GLG�QRW�PDWHULDOL]H��6LJQLILFDQW�UHGXFWLRQV�LQ�ZHOIDUH�GHSHQGHQF\�ZHUH�RQO\�H[SHULHQFHG�DORQJ�ZLWK�D�JHQHUDO�GURS�LQ�XQHPSOR\PHQW�7KH�UHIRUPV�GURYH�PDQ\�IDWKHUV�LQWR�GHEW�DQG�SRYHUW\��DW�WLPHV�UHVXOWLQJ�LQ�MDLO�VHQWHQFHV�IRU�QRQ�SD\PHQW��7KH�QHZ�V\VWHP�GHFUHDVHG�WKHLU�DELOLW\�WR�VSHQG�WLPH�ZLWK�WKHLU�FKLOGUHQ��LQFUHDVHG�GHPDQGV�RQ�WHPSRUDULO\�XQHPSOR\HG�IDWKHUV�ZKR�VRXJKW�UHGXFWLRQV��IRUFHG�ORZ�LQFRPH�IDWKHUV�WR�ZRUN�LQ�WKH�FDVK�HFRQRP\�WR�VXUYLYH��DQG�HYHQ�IRUFHG�SD\PHQWV�IURP�VRPH�PHQ�ZKR�KDG�QHYHU�PHW�WKH�PRWKHU��%LOOLRQV�RI�GROODUV�KDYH�EHHQ�FROOHFWHG�WKDW�FDQQRW�EH�GLVSHUVHG��7KH�*HRUJLD�FRXUW��ULJKWO\�VR��GHWHUPLQHG�WKDW�WKH�FKLOG�VXSSRUW�V\VWHP�VXEMHFWV�SDUHQWV��HVSHFLDOO\�IDWKHUV��WR�XQQHFHVVDU\�JRYHUQPHQW�LQWHUIHUHQFH�&HUWDLQ�DGPLQLVWUDWLYH�SURFHGXUHV�IRU�VHWWLQJ�DQG�HQIRUFLQJ�FKLOG�VXSSRUW�DZDUGV�KDYH�DOVR�EHHQ�GHFODUHG�XQFRQVWLWXWLRQDO�LQ�0LFKLJDQ�DQG�0LQQHVRWD��&KLOG�VXSSRUW�HQIRUFHPHQW�DJHQFLHV�H[HUFLVH�SRZHUV�UHVHUYHG�IRU�WKH�MXGLFLDU\��6WDWHV�KDYH�GRQH�OLWWOH�WR�UHIRUP�WKHLU�V\VWHPV�DQG�LW�PD\�WDNH�IXUWKHU�DFWLRQ�WR�FRPSHO�VWDWHV�WR�RSHUDWH�FRQVWLWXWLRQDOO\�7KH�IDWH�RI�WKH�FKLOG�VXSSRUW�V\VWHP�LV�ODUJHO\�LQ�WKH�KDQGV�RI�DWWRUQH\V��ZKR�QHHG�WR�PDNH�JUHDWHU�HIIRUWV�WR�H[HUFLVH�WKH�FRQVWLWXWLRQDO�UROH�RI�WKH�MXGLFLDO�EUDQFK��$W�OHDVW�WZHQW\�ELOOLRQ�GROODUV�KDV�EHHQ�SDLG�LQ�FRXUW�FRVWV�DQG�DWWRUQH\V
�IHHV�LQ�WKH�SURFHVV�RI�DUELWUDULO\�LQFUHDVLQJ�DZDUG�DPRXQWV�RYHU�WHQ�\HDUV��7KDW�LV�DSSUR[LPDWHO\�WKH�WRWDO�DPRXQW�RI�FKLOG�VXSSRUW�OHJDOO\�GXH�HDFK�\HDU��/DZ\HUV�DUH�QRZ�VHW�WR�H[SHULHQFH�DQRWKHU�ZLQGIDOO�LI�JXLGHOLQHV�DUH�GHWHUPLQHG�XQFRQVWLWXWLRQDO�WKURXJKRXW�WKH�FRXQWU\�DV�PLOOLRQV�RI�QRQ�FXVWRGLDO�SDUHQWV�UHWXUQ�WR�WKH�FRXUWV�WR�KDYH�WKHLU�RUGHUV�UHGXFHG�WR�UHDVRQDEOH�OHYHOV�7KH�SURMHFWHG�UHGXFWLRQ�LQ�GHEW�ZRXOG�WDNH�PXFK�RI�WKH�ZLQG�IURP�WKH�VDLOV�RI�WKH�FKLOG�VXSSRUW�FROOHFWLRQ�LQGXVWU\��SRVVLEO\�HOLPLQDWLQJ�ILQDQFLDO�LQIOXHQFHV�WKDW�KDYH�GLVWRUWHG�ZHOIDUH�UHIRUP�HIIRUWV�IRU�PRUH�WKDQ�WZR�GHFDGHV��7KLV�LQ�WXUQ�FRXOG�VLJQLILFDQWO\�UHGXFH�IHGHUDO�LQWHUHVW�LQ�RSHUDWLQJ�D�FKLOG�VXSSRUW�HQIRUFHPHQW�V\VWHP�WKDW�PDQDJHV�QRQ�ZHOIDUH�FDVHV�,I�FRXUWV�DUH�WR�FRQWLQXH�WR�XVH�FKLOG�VXSSRUW�JXLGHOLQHV��JUHDWHU�HPSKDVLV�QHHGV�WR�EH�SODFHG�RQ�FUHGLEOH�HQJLQHHULQJ�UHVHDUFK�DQG�GHYHORSPHQW��'HVLJQV�QHHG�WR�EH�YDOLGDWHG�WR�WKH�H[WHQW�SRVVLEOH�EHIRUH�WKH\�DUH�SXW�LQWR�XVH�DQG�EDG�LGHDV�QHHG�WR�EH�UHMHFWHG�EHIRUH�WKH\�KDUP�WKH�SXEOLF��7KH�DSSOLFDWLRQ�RI�D�SUHVXPSWLYHO\�FRUUHFW�IRUPXOD�IRU�GHWHUPLQLQJ�FKLOG�VXSSRUW�DZDUGV�LV�D�SURIRXQG�GHYLDWLRQ�IURP�HVWDEOLVKHG�FRQVWLWXWLRQDO�SURFHVV�WKDW�GHPDQGV�FDUHIXO�DQG�FRQVWDQW�VFUXWLQ\�

http://ancpr.org/in_the_superior_courtof_atkinson.htm
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���5RJHU�)��*D\OHDGHU�RI�WKH�3URMHFW�IRU�WKH�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/LWLJDWLRQ�7HFKQRORJ\�KWWS���ZZZ�JHRFLWLHV�FRP�&DSLWRO+LOO������

http://www.geocities.com/CapitolHill/5910/
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&RQIXVLQJ�WKH�(QHP\��:
V�/DWHVW�%X]]�3KUDVH�LV��6RFLDO�(QWUHSUHQHXU�
5RJHU�)��*D\����������([KDXVWLYHO\��,�GHEDWHG�HYHU\�OHIW�ZLQJ�NRRN�RQ�WKH�LQWHUQHW��3UHVLGHQW�%XVK�GLG�QRW�UHIHU�WR�WKH�$[LV�3RZHUV�RI�:RUOG�:DU�,,�LQ�KLV�VWDWH�RI�WKH�XQLRQ�DGGUHVV���$[LV�RI�HYLO��LV�QRW�WKH�VDPH�DV��$[LV�3RZHUV���$�VLPSOH�FRPSDULVRQ�VKRZV�WKDW�RQH�SKUDVH�KDV�WKUHH�ZRUGV�DQG�WKH�RWKHU�KDV�RQO\�WZR��7KH\�FDQ
W�EH�WKH�VDPH�SKUDVH��$QG�,�PXVW�LQVLVW�WKDW�WKH�ZRUG�D[LV ZDV�GHILQHG�EHIRUH�:RUOG�:DU�,,��/RRN�LW�XS��\RX�VFKPXFN��$QG�ZKLOH�ZH
UH�DW�LW��$O�*RUH�GLG�QRW�LQYHQW�WKH�LQWHUQHW��WKH�YRWHV�ZHUH�FRXQWHG��DQG�*HRUJH�:��%XVK�ZDV�QRW�DSSRLQWHG�WR�WKH�SUHVLGHQF\�E\�WKH�8QLWHG�6WDWHV�6XSUHPH�&RXUW�-XVW�ZKHQ�,�WKRXJKW�LW�ZDV�VDIH�WR JR�WR�OXQFK��WKH�SUHVLGHQW
V�VSHHFK�ZULWHU�WKUHZ�\HW�DQRWKHU�FRQWURYHUVLDO�EX]]�SKUDVH�LQWR�WKH�IUD\��,Q�7XHVGD\�QLJKW
V�VSHHFK�RQ�ZHOIDUH�UHIRUP��:�WKDQNHG�D�ZKROH�OLVW�RI�VRFLDO�HQWUHSUHQHXUV��,�FDQ�MXVW�KHDU�LW�QRZ���,W
V�VRFLDO�HQJLQHHUV���WKH\
OO�VD\���7KLV�ODWHVW�WHUPLQRORJLFDO�IDX[�SDV LV�ILQDO�SURRI�RI�DQ�XQHGXFDWHG��SRVVLEO\�EUDLQ�GDPDJHG�SUHVLGHQW���%XW�RQFH�DJDLQ��WKH\
OO�EH�ZURQJ��DQG�WKLV�WLPH�,�ZDQW�WR�VLWXDWH�WKH SDUWLFXODUV�RQ�WKH�GHVN�WRS�EHIRUH�WKH�IUDFDV�EHJLQV��:HOIDUH�UHIRUP�KDV�EHFRPH�RQH�RI�WKH�PRVW�FRQIXVLQJ�LVVXHV�LQ�WKH�KLVWRU\�RI�SROLWLFV��,�SLW\�WKH�JRRG�GRHUV�ZKR�VWRPS�LQWR�WKH�VXEMHFW�ZLWK�VLQFHUH�LQWHQWLRQV�DQG�OHVV�WKDQ�WZR�\HDUV�RI�ODERULRXV�UHVHDUFK��,�H[SHFW�WKDW�P\�RSLQLRQ�PXVW�VHHP�SDUDGR[LFDO�WR�VRPH��7KH�SROLWLFLDQV�PDNH�LW�VRXQG�VR�HDV\��D�OLWWOH�SHUVRQDO�UHVSRQVLELOLW\�KHUH��VRPH�PDUULDJH�WKHUH��DQG�D MRE��,I�WKRVH�SHRSOH�GRQ
W�GR�ZKDW�WKH\�DUH�VXSSRVHG�WR�GR��WKH�JRYHUQPHQW�ZLOO�IRUFH�WKHP�WR�GR�LW�DQG�WKH\�ZLOO�EH�EHWWHU�RII�IRU�LW��7KH�LGHD�LV�VR�VLPSOH�WKDW�RQH�PXVW�ZRQGHU�ZK\�LW�WRRN�VR�ORQJ�IRU�XV�WR�WKLQN�RI�LW��1RZ�WKDW�LW
V�RXW��LW
V�DQ�H[WUHPHO\�SRSXODU�LGHD��([FHSW�IRU�QHDUO\�LQVLJQLILFDQW�GLIIHUHQFHV�LQ�WKH�GHJUHH�RI�RXWZDUG UHFNOHVV�LPSDWLHQFH�WR�LQFUHDVH�VSHQGLQJ��WKH�ZHOIDUH�UHIRUP�DJHQGD�KDV�HQMR\HG�IXOO�ELSDUWLVDQ�VXSSRUW�IRU�DOPRVW�WZHQW\�\HDUV��7KH�PDMRU�GLIIHUHQFH�LQ�WKH�UKHWRULF�EHWZHHQ�WKH�PRVW�FRQVHUYDWLYH�VRXQGLQJ�5HSXEOLFDQ�LQ�:LVFRQVLQ�DQG�WKH�PRVW�H[WUHPH�0DU[LVW�SROLWLFLDQ�LQ�VRPH�IRUHLJQ�VWDWH�LV�WKH�XVH�RI�UHOLJLRQ�LQ�GHYHORSLQJ�D�PRUDO�WRQH��2QH�PLJKW�ZRQGHU�ZK\�ZH�ERWKHUHG�ZLWK�GHFDGHV�RI�FRQIOLFW�DJDLQVW�QDWLRQV�ZLWK�GUDPDWLFDOO\�GLIIHUHQW�YLHZV�DERXW�WKH�QDWXUH�RI�WKH�ZHOIDUH�VWDWH��:K\�KDV�LW�WDNHQ�VR�ORQJ�IRU�HYHU\RQH�WR�DJUHH�RQ�ZKDW�LV�VLPSO\�REYLRXV":LWK�JOREDO�DJUHHPHQW�RQ�WKH�JHQHUDO�GLUHFWLRQ�RI�FKDQJH��WKH�PDMRU�SROLWLFDO�LVVXH�WKDW�UHPDLQV�LV�3UHVLGHQW�%XVK
V�ZRUG�FKRLFH��'RHV�WKH�SKUDVH�VRFLDO�HQWUHSUHQHXU GHVFULEH�WKH�VSHFLDO�FKDUDFWHU�RI�1HZ :RUOG�2UGHU�VRFLDO�SODQQHUV��RU�LV�WKLV�D�EUD]HQ�DWWHPSW�E\�WKH�ULJKW�WR�VWHDO�FUHGLW�IRU�WKH�ROG�OHIWLVW�LGHD�RI�VRFLDO�HQJLQHHULQJ��RU�ZDV�WKH�SUHVLGHQW
V�VSHHFK�ZULWHU�XQDZDUH�RI�WKH�HVWDEOLVKHG�WHUP��RU�GLG�WKH�SUHVLGHQW�KLPVHOI�VLPSO\�VFUHZ�LW�XS"�(YHQ�PRUH�TXHVWLRQV�FRXOG�EH�UDLVHG��7KHUH�DUH�VR�PDQ\�VSHFXODWLRQV�DQG�VSLQV�WR�EH�FRQVLGHUHG�WKDW�LI�WKH�SUHVLGHQW�IDLOV�WR�LQWURGXFH�DQRWKHU�VHPDQWLF�VKRFN�VRRQ��WKLV�MXVW�PLJKW�EH�WKH�PDMRU�LVVXH�RI�WKH������PLG�WHUP�HOHFWLRQV��,W�PLJKW�GHFLGH�WKH�EDODQFH�RI�SRZHU�EHWZHHQ�5HSXEOLFDQV�DQG�'HPRFUDWV�IRU�WKH�QH[W�WZR�\HDUV��7KH�WHUP��,�FRQWHQG�LV�FRUUHFW��,W�KHOSV�EULQJ�SHUIHFW�FODULW\�WR�WKH�FKDUDFWHU�RI�WKH�QR�QRQVHQVH�1HZ�$JH�LURQ�ILVWHG�FRPSDVVLRQDWH�SURJUHVVLYH�FRQVHUYDWLYH�DJHQGD��,�NQRZ�ZKDW�\RX
UH�WKLQNLQJ�QRZ��7KLV�ZDV�QR�PLVWDNH��,W�PXVW�KDYH�WDNHQ�PRQWKV�RI�VOLFN�SROLWLFDO�VXUYH\V�DQG�GR]HQV�RI�IRFXV�JURXSV�WR�ILQG�MXVW�WKH�ULJKW�FRPELQDWLRQ�RI�ZRUGV��7KH�PDVVHV�ZLOO�EH�WKULOOHG�ZLWK�WKLV�QHZ�GHVFULSWLRQ�RI�ROG�LGHDV��7KH\�ZLOO�JODGO\�DEDQGRQ�WKRVH�ERULQJ�FRQFHUQV�RYHU�EDODQFLQJ�WKH�EXGJHW��:KDW�GLIIHUHQFH�GRHV�LW�PDNH�LI�WKH�SROLF\�RI�RYHUVSHQGLQJ�RQ�VRFLDO�SURJUDPV�FRPELQHG�ZLWK�JRYHUQPHQW�FRHUFLRQ�IDLOHG�LQ�VR�PDQ\�RWKHU�FRXQWULHV�DQG�DOUHDG\�KDV�D�SRRU�KLVWRU\�LQ�WKH�8QLWHG�6WDWHV"�,W�VRXQGHG�JRRG�ZKHQ�3UHVLGHQW�%XVK�DQQRXQFHG�UHGXFWLRQV�LQ�WKH�ZHOIDUH�UROOV��MXVW�DV�LW�GLG�ZKHQ�%LOO�&OLQWRQ�GLG�LW�LQ�������1R�FDQGLGDWH�IRU�DQ\�RIILFH�LV�H[SHFWHG�WR�DVVRFLDWH�WKH�UHGXFWLRQ�LQ�ZHOIDUH�UROHV�ZLWK�WKH�GURS�LQ�JHQHUDO�XQHPSOR\PHQW�IURP�RYHU�WHQ�SHUFHQW�LQ�&OLQWRQ
V�ILUVW�WHUP��7KH�PDVVHV�ZLOO�QHYHU�QRWLFH��<RX�ZLOO�OLNHO\�EH�VXUSULVHG�WR�OHDUQ�WKDW�WKH�ILHOG�RI�VRFLDO�HQWUHSUHQHXULQJ�KDV�D�JUHDW�GHDO�RI�KLVWRU\�DQG�VXEVWDQFH�DQG�WKDW�LW�KDV�EHHQ�SDUW�RI�D�JURZWK�LQGXVWU\�LQ�WKH�8QLWHG�6WDWHV�IRU�DW�OHDVW�D�TXDUWHU�FHQWXU\��7KH�ZHOIDUH�UHIRUP�DJHQGD��DV�ZH�NQRZ�LW�WRGD\��ZDV�ERUQ�DV�SDUW�RI�ZHOIDUH�OHJLVODWLRQ�LQ�������2QH�RI�LWV�FKDPSLRQV�ZDV�D�'HPRFUDW��6HQDWRU�5XVVHOO�/RQJ��WKH�VRQ�RI�LQIDPRXV�SROLWLFDO�ILJXUH�+XH\��.LQJILVK��/RQJ�RI�/RXLVLDQD��7KH�RULJLQDO�LGHD�ZDV�FRPSOLFDWHG�EXW�QRW�EH\RQG�H[SHULHQFH�WKDW�KDG�GHYHORSHG�WKURXJK�JHQHUDWLRQV�RI�SROLWLFDO�FKLFDQHU\��7KH�VRFLDO�HQJLQHHUV�RI�WKH�GD\�GLG�QRW�OLNH�WKH�LGHD��,Q�IDFW��YHU\�IHZ�SHRSOH�OLNHG�LW��5XVVHOO�/RQJ
V�UHIRUP�SDVVHG�RQO\�DV�DQ�DPHQGPHQW�WR�PRUH�SRSXODU�VRFLDO�OHJLVODWLRQ��:KHQ�VLJQLQJ�WKH�ELOO��3UHVLGHQW�)RUG�VDLG�WKDW�LW�LQWUXGHG�WRR�IDU�LQWR�WKH�SHUVRQDO�OLYHV�RI�LQGLYLGXDOV�DQG�SURPLVHG�WR�SURSRVH�FRUUHFWLYH�OHJLVODWLRQ�ODWHU��%XW�WKH�HYHQW�OHIW�DQ�HQGXULQJ�OHJDF\��$�IRUPHU�+ROO\ZRRG�XQLRQ�RUJDQL]HU�DQG�SURPLVLQJ�OLEHUDO�WRRN�WKH�IHGHUDO�VWDJH�LQ�WKH�UROH�WKDW�ZRXOG�EH�KLV�PRVW�HQGXULQJ�² WKDW�RI�D�FRQVHUYDWLYH�5HSXEOLFDQ�ZLWK�D�WDOHQW�IRU�XQLWLQJ�WUDGLWLRQDO�GRPHVWLF�IRHV��)UHVK�IURP�LQVWLWXWLQJ�QR�IDXOW�GLYRUFH�LQ�&DOLIRUQLD��5RQDOG�5HDJDQ�DSSHDUHG�EHIRUH�&RQJUHVV�ZLWK�UHSUHVHQWDWLYHV�IURP�WKH�1DWLRQDO�2UJDQL]DWLRQ�IRU�:RPHQ�DV�WKH�RQO\�SHRSOH�WR�VSHDN�LQ�IDYRU�RI�5XVVHOO�/RQJ
V�JHW�WRXJK�RQ�GHDGEHDWV�DJHQGD��(DV\�GLYRUFH�DQG�WKH�SURPLVH�RI�D�SRW�RI�JROG�IRU�HYHU\�GLYRUFHG�ZRPDQ�ZRXOG�ODWHU�KHOS�WKH�SUHVLGHQWLDO�FDQGLGDWH�JDLQ�LPSRUWDQW�YRWHV�IURP��5HDJDQ�'HPRFUDWV���,Q�WKH�HDUO\�����V��OHIWLVW�SURSDJDQGLVWV�ZHUH�EXV\�FRQYLQFLQJ�WKH�PDVVHV�WKDW�ZHOIDUH�UHIRUP�ZDV�EHLQJ�EXLOW�RQ�WKH�VROLG�IRXQGDWLRQ�RI�WUDGLWLRQDO�$PHULFDQ�YDOXHV��ZRUN��IDPLO\��DQG�UHVSRQVLELOLW\��3URJUHVVLYH�ZHOIDUH�UHIRUP�ZDV�WUDQVIRUPHG�LQWR�D�FRQVHUYDWLYH�LVVXH��:KR�FRXOG�SRVVLEO\�LPDJLQH�WKDW�&RPPXQLVWV�KDG�HYHU�H[SHULHQFHG�LQWLPDWH�JRYHUQPHQW�LQYROYHPHQW�LQ�IDPLO\�OLIH�RU�ZHUH�HYHU�IRUFHG�WR�ZRUN�LQ�MREV�DVVLJQHG�E\�JRYHUQPHQW�RU�WKDW�WKH\�HYHU�KDG�VXFK�DQ�HQOLJKWHQHG�JRYHUQPHQW�WKDW�LW�FRXOG�GHILQH�DQG�HQIRUFH�SHUVRQDO�UHVSRQVLELOLW\"�7KRVH�DUH�LGHDV�EXLOW�RQ�PRUDO�YDOXHV�WKDW�FRXOG�RQO\�KDYH�EHHQ�LQYHQWHG�LQ�$PHULFD��%\�WKH�WLPH�5RQDOG�5HDJDQ�WRRN�RIILFH�DV�SUHVLGHQW��HQRXJK�SRUN�KDG�EHHQ�SURPLVHG�LQ�ZHOIDUH�UHIRUP�WKDW�VXSSRUWHUV�ZLWKLQ�SROLWLFV�DQG�JRYHUQPHQW�DERXQGHG��7KURXJK�WKH�5HDJDQ�PLUDFOH�WKH�PRVW�HQWKXVLDVWLF�FKDPSLRQV�ZHUH�QRW�VRFLDO�HQJLQHHUV��EXW�WUXH�VRFLDO�HQWUHSUHQHXUV��7KH�5HDJDQ�HUD�VDZ WKH�ROG�QHZ�GHYHORSPHQW�RI�JRYHUQPHQW�SULYDWH�SDUWQHUVKLSV��ZKLFK�GUDPDWLFDOO\�LQFUHDVHG�WKH�UROH�RI�SURILWHHUV�LQ�WKH�ZHOIDUH�V\VWHP��7KH�ELOOLRQV�RI�GROODUV�LQ�QHZ�VSHQGLQJ�GLG�PRUH�WKDQ�VXSSOHPHQW�LQFUHDVLQJ�VWDWH�EXGJHWV��7KH�V\VWHP�ZDV�FUHDWLQJ�RYHUQLJKW�PLOOLRQDLUHV�ZKR�FRXOG�HDVLO\�PDWFK�RUJDQL]DWLRQV�OLNH�12:�LQ�FDPSDLJQ�FRQWULEXWLRQV��DQG�ZKR�ZHUH�HQWLUHO\�GHSHQGHQW�RQ�WKH�ZHOIDUH�V\VWHP�IRU�WKHLU�ZHDOWK��

http://www.whitehouse.gov/news/releases/2002/02/20020226-11.html
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7KH�LGHD�RI�DOORZLQJ�EXVLQHVVPHQ�WR�UXQ�JRYHUQPHQW�RSHUDWLRQV�EHFDPH�VR�VXFFHVVIXO�WKDW�WKH HQWUHSUHQHXUV�WKHPVHOYHV�EHJDQ�GULYLQJ�ZHOIDUH�UHIRUP��:KR�EHWWHU�WR�FRQWURO�JRYHUQPHQW�SROLF\�WKDQ�SHRSOH�ZKR�SURILW�IURP�LW"�7KH\�ZRQGHUHG�ZK\�QRQ�ZHOIDUH�IDPLOLHV�FRXOG�QRW�EH�LQFOXGHG�VR�WKDW�ELOOLRQV�PRUH�GROODUV�FRXOG�EH�SXPSHG�WKURXJK�WKH�V\VWHP�OHDGLQJ�WR�HYHQ�PRUH�SURILWV��6R�WKH�ZHOIDUH�V\VWHP�ZDV�TXLFNO\�H[SDQGHG�WR�LQFOXGH�DOO�IDPLOLHV�LQ�ZKLFK�WKH�SDUHQWV�DUH�HLWKHU�GLYRUFHG�RU�ZHUH�QHYHU�PDUULHG��7KH\�HYHQ�EXLOW�D�PRQVWURXV�QDWLRQDO�GDWDEDVH�V\VWHP�IRU�NHHSLQJ�WUDFN�RI�WKH�SHUVRQDO�ILQDQFLDO�WUDQVDFWLRQV�RI�DOO�$PHULFDQV��<RX�PLJKW�QRW�EH�GLYRUFHG�\HW��EXW�\RX�FRXOG�EH�VRPH�GD\��7KH�SURILW�PDNLQJ�LGHD�ZDV�VR�FRPSHOOLQJ�WKDW�LW�DWWUDFWHG�RQH�RI�WKH�ODUJHVW�DQG�PRVW�VXFFHVVIXO�DFFRXQWLQJ�ILUPV�DV�D�OHDG�PDQDJHU�RI�ZHOIDUH�UHIRUP�DQG�LPSOHPHQWDWLRQ��$UWKXU�$QGHUVHQ�DOVR�EHFDPH�D�KRXVHKROG�QDPH�GXH�WR�LWV�PDMRU�UROH�LQ�VXFK�KLJK�SURILOH�EXVLQHVV�VXFFHVV�VWRULHV�DV�(QURQ��6R�RQFH�DJDLQ�,�PXVW�LQVLVW��3UHVLGHQW�%XVK�FKRVH�WKH�ULJKW�ZRUG�
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2Q�(VWLPDWHV�RI�WKH�&RVW�RI�5DLVLQJ�&KLOGUHQ�XVHG�LQ�&KLOG�6XSSRUW�7DEOHVKWWS���ZZZ�JHRFLWLHV�FRP�&DSLWRO+LOO������FXUUHQW�HVWLPDWHV�KWPO
5RJHU�)��*D\��3,&6/7����������
:KLOH�VXUILQJ�WKH�ZHE�WRGD\��,�UDQ�DFURVV�D�UDWKHU�GLVFRQFHUWLQJ�FRPPHQWDU\�DW�WKH�$ODEDPD�2IILFH�RI�WKH�&RXUWV�VLWH��7KH�SDJH�LV�HQWLWOHG��&+,/'�6833257�,1)250$7,21� �/LQN�XSGDWHG�RQ�-XO\������������ ROG�OLQN�GLG�QRW�H[LVW��� SDJH�PRYHG���%HIRUH�UHYHDOLQJ�WKH�GHWDLOV��,�VKRXOG�QRWH�WKDW�$ODEDPD�LV�SUHVHQWLQJ�WKH�VDPH�PLVLQIRUPDWLRQ�DV�GR�PDQ\�RWKHU�VWDWHV��7KH�TXRWH�\RX�ILQG�EHORZ�LV�TXLWH�VLPLODU�WR�D�VWDWHPHQW�PDGH�LQ��IRU�H[DPSOH��WKH�,QGLDQD�VWDWXWHV��2QH�ZRXOG�WKLQN�WKDW�WKH�$ODEDPD�2IILFH�RI�&RXUWV��$2&��ZRXOG�GR�LWV�EHVW�WR�SURYLGH�WKH�SXEOLF�ZLWK�DFFXUDWH�LQIRUPDWLRQ��<HW��,�LPPHGLDWHO\�IRXQG�REYLRXV�PLVLQIRUPDWLRQ�DQG�ZURWH�WR�$2&�WR�WHOO�WKHP�DERXW�LW��7KH�6WDWH�RI�$ODEDPD�XVHV�D�FKLOG�VXSSRUW�JXLGHOLQH�GHULYHG�IURP�D�SURSRVDO�GHYHORSHG�E\�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU�5REHUW�*��:LOOLDPV��RI�3ROLF\�6WXGLHV��,QF���NQRZQ�DV�WKH�,QFRPH�6KDUHV�PRGHO��7KH�PRGHO�KDV�UHFHLYHG�FRQWLQXRXV�FULWLFLVP�VLQFH�LWV�DGRSWLRQ�DV�RQH�WKDW�LV�DUELWUDULO\�FRQWULYHG��QRW�EDVHG�RQ�DQ\�YDOLG�HFRQRPLF�HYLGHQFH��DQG�EHFDXVH�LW�GRHV�QRW�FRUUHVSRQG�WR�DQ\�VHW�RI�UDWLRQDO�SULQFLSOHV�IRU�PDNLQJ�D�FKLOG�VXSSRUW�DZDUG��7KH�6FKHGXOH�RI�%DVLF�&KLOG�6XSSRUW�2EOLJDWLRQV��DV�LW�LV�UHIHUUHG�WR��LV�D�WDEOH�RI�QXPEHUV��,Q�PDNLQJ�D�FKLOG�VXSSRUW�GHFLVLRQ��WKH�FRXUW�LV�LQVWUXFWHG�WR�XVH�WKH�SDUHQWV
�FRPELQHG�LQFRPH�WR�ORRN�XS�D QXPEHU�LQ�WKH�WDEOH��7KH�FRUUHVSRQGLQJ�QXPEHU�LV�SUHVXPHG�WR�EH�WKH�GROODU�DPRXQW�WKDW�WKH�SDUHQWV�VKRXOG�VSHQG�RQ�WKHLU�FKLOGUHQ���,W�FDQ�WKHQ�EH�DGMXVWHG�IRU�YDULRXV�UHDVRQV���7KH��EDVLF�REOLJDWLRQ��IRU�WKH SD\HU�LV�SDUW�RI�WKDW�DPRXQW�LQ�SURSRUWLRQ�WR�WKH�SD\HU
V�LQFRPH��$2&�VD\V�WKH�IROORZLQJ�WR�GHVFULEH�WKH�WDEOH��
7KH�6FKHGXOH�RI�%DVLF�&KLOG�6XSSRUW�2EOLJDWLRQV�ZDV�GHYHORSHG�WKURXJK�UHVHDUFK�VSRQVRUHG�E\�WKH�1DWLRQDO�&HQWHU�IRU�6WDWH�&RXUWV�DQG�LV�EDVHG RQ�H[WHQVLYH�HFRQRPLF�UHVHDUFK�RQ�WKH�FRVW�RI�VXSSRUWLQJ�FKLOGUHQ�DW�YDULRXV�LQFRPH�OHYHOV�7KH�1DWLRQDO�&HQWHU�IRU�6WDWH�&RXUWV�KDV�QHYHU�VSRQVRUHG�GHYHORSPHQW�RI�D�6FKHGXOH�RI�%DVLF�&KLOG�6XSSRUW�2EOLJDWLRQV EDVHG�RQ�H[WHQVLYH�HFRQRPLF�UHVHDUFK�RQ�WKH FRVW�RI�VXSSRUWLQJ�FKLOGUHQ�DW�YDULRXV�LQFRPH�OHYHOV��$V�D�PDWWHU�RI�IDFW��WKH\�KDYH�QHYHU�VSRQVRUHG�H[WHQVLYH�UHVHDUFK�RQ�DQ\�DVSHFW�RI�FKLOG�VXSSRUW�JXLGHOLQH�GHVLJQ��ZLWK�WKH�H[FHSWLRQ�SHUKDSV�RI�VWDWH�E\�VWDWH�UHYLHZV�RI�SROLWLFDO�GHFLVLRQV��&HUWDLQO\ QRWKLQJ�KRZHYHU��RI�D�WHFKQLFDO�RU�VFLHQWLILF�QDWXUH��7KH�LQIRUPDWLRQ�EHLQJ�UHIHUUHG�WR�LV�D�SURSRVDO�IRU�GHVLJQ�RI�JXLGHOLQHV�E\�FKLOG�VXSSRUW�FROOHFWLRQ�HQWUHSUHQHXU��5REHUW�:LOOLDPV��:LOOLDPV�GLG�LQFRUSRUDWH�UHVXOWV�IURP�D��FRVW�RI�UDLVLQJ�FKLOGUHQ��VWXG\�LQ�KLV�SURSRVDO��$�IDU�FU\�IURP��H[WHQVLYH�HFRQRPLF�UHVHDUFK���:LOOLDPV�UHOLHG�RQ�D�VLQJOH�VWXG\�WKDW�ZDV�XQUHODWHG�WR�WKH�FKLOG�VXSSRUW�DZDUG�TXHVWLRQ��7KH�VWXG\�ZDV�FRQGXFWHG�RYHU�D�VXPPHU�E\�D�VRFLRORJ\�SURIHVVRU��7KRPDV�(VSHQVKDGH��ZKR�KDG�QR�SUHYLRXV�H[SHULHQFH�LQ�PDNLQJ�VXFK�HVWLPDWHV��DQG�KLV�ZRUN�KDV�QRW�VLQFH�UHFHLYHG�DQ\�SRVLWLYH�UHFRJQLWLRQ�IURP�WKH�VFLHQWLILF�FRPPXQLW\��(VSHQVKDGH�KDV�QRW�KLPVHOI�UHFHLYHG�PXFK�FULWLFLVP�IRU�WKH�ZRUN��2WKHU�WKDQ�LWV�XVH�E\�:LOOLDPV�LQ�UHFRPPHQGLQJ�YDOXHV�IRU�FKLOG�VXSSRUW�WDEOHV��KLV�ZRUN�RQ�HVWLPDWLQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�KDV�QRW�UHFHLYHG�PXFK�DWWHQWLRQ�DW�DOO��$�IDU��IDU�FU\�IURP��H[WHQVLYH�HFRQRPLF�UHVHDUFK���(VSHQVKDGH�VHHPHG�WR�KDYH�KDG�LW�LQ�PLQG�WR�JHW�KLV�IHHW�ZHW�LQ�VRPHWKLQJ�QHZ�RYHU�D�VXPPHU�EUHDN��,Q�SRLQW�RI�IDFW��(VSHQVKDGH�LVQ
W�HYHQ�DQ�HFRQRPLVW��+LV�VSHFLDOW\�LVQ
W�IDPLOLHV�RU�FKLOGUHQ�HLWKHU��,W
V�LPPLJUDWLRQ��(VSHQVKDGH
V�VWXG\�ZDV�QRW�DERXW�PDNLQJ�FKLOG�VXSSRUW�DZDUGV��+H�GLG�QRW�KDYH�WKH�GDWD�RU�PHWKRGV�QHFHVVDU\�WR�FDOFXODWH�ZKDW�SDUHQWV�DW�GLIIHUHQW�LQFRPH�OHYHOV�VSHQG�RQ�FKLOGUHQ��+H�SUHVHQWHG�UHVXOWV�WKDW�LQ�TXDQWLWDWLYH�GHWDLO�KDYH�QR�YDOLGLW\��EXW�KLV�ILQDO�SXUSRVH�DQG�SRLQW�ZHUH�TXLWH�VLPSOH��7KH�IDFW�WKDW�KLV�VWXG\�ZDV�QRW�DERXW�FKLOG�VXSSRUW�DZDUGV��DQG�WKDW�KH�GLG�QRW SXVK�KLV�QXPEHUV�IRU�VXFK�SROLWLFDO�XVH�LV�SUREDEO\�WKH�UHDVRQ�WKDW�PRUH�FULWLFLVP�KDV�QRW�EHHQ�IRFXVHG�RQ�KLP�SHUVRQDOO\�E\�DGYRFDF\�JURXSV��(VSHQVKDGH�ZDQWHG�WR�KHOS�WUDLQ�SDUHQWV��DQG�SDUWLFXODUO\�WKRVH�SDUHQWV�ZKR�KDG�OLWWOH�WR�QR�H[SHULHQFH�GHDOLQJ ZLWK�WKHLU�RZQ�ILQDQFLDO�LVVXHV��7KLV�ZRXOG�RI�FRXUVH�LQFOXGH�LPPLJUDQWV�IURP�SRRU�FRXQWULHV�DQG�HYHQ�\RXQJ�SDUHQWV�LQ�WKH�8QLWHG�6WDWHV��+LV�VWXG\��DOWKRXJK�SURYLGLQJ�VSHFXODWLYH�LQDFFXUDWH�QXPEHUV��PDGH�D�VLPSOH�EXW�LPSRUWDQW�SRLQW��,I�\RX�KDYH�FKLOGUHQ��LW�ZLOO�FRVW�\RX��+H�GLGQ
W�UHDOO\�NQRZ�KRZ�PXFK��/HW
V�VD\�IRU�H[DPSOH�WKDW�\RX�JHW�PDUULHG�DQG�WKH�WZR�RI�\RX�KDYH�HQRXJK�WR�EX\�D�VSRUWV�FDU��<RX�ZDQW�WKH�VSRUWV�FDU�EXW�\RX�DUH�DOVR�FRQVLGHULQJ�KDYLQJ�D�FKLOG�ULJKW�DZD\��(VSHQVKDGH
V�UHVXOWV�VD\�WKDW�LI�\RX�KDYH�WKH�FKLOG��LW�PD\�EH�LPSUDFWLFDO�WR�EX\�WKH�VSRUWV�FDU��,Q�FRQFHSW��WKH�GLIIHUHQFH�EHWZHHQ�EHLQJ�DEOH�WR�DIIRUG�WKH�VSRUWV�FDU�LI�\RX�GRQ
W�KDYH�WKH�FKLOG��DQG�QRW�LI�\RX�GR��LV�ZKDW�(VSHQVKDGH�GHILQHV�DV�WKH��FRVW�RI�UDLVLQJ�FKLOGUHQ���,Q IDFW��(VSHQVKDGH�FRPSDUHG�H[SHQGLWXUH�RQ�IRRG�LQ�SURSRUWLRQ�WR�WKH�QXPEHU�RI�IDPLO\�PHPEHUV�EHWZHHQ�FRXSOHV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ��:KDW�KH�FKRVH�WR�YLHZ�DV�WKH�VWDQGDUG�RI�OLYLQJ�GLIIHUHQFH�EHWZHHQ�FRXSOHV�ZLWK�DQG�ZLWKRXW�FKLOGUHQ UHSUHVHQWHG�KLV�FRVW�RI�UDLVLQJ�FKLOGUHQ��7KLV�DVSHFW�RI�WKH�PHWKRG�LWVHOI�UHFHLYHV�FULWLFLVP�HYHQ�IURP�WKRVH�ZKR�EHOLHYH�DQ\�VXFK�FRPSDULVRQV�FDQ�SURGXFH�ZRUWKZKLOH�UHVXOWV��7KH�GDWD�DYDLODEOH�IRU�KLV�VWXG\�GLG�QRW�FRQWDLQ�WKH�LQIRUPDWLRQ�QHHGHG�WR�GHWHUPLQH�ZKDW�SDUHQWV�VSHQG�RQ�FKLOGUHQ��,Q�WKH�HQG��(VSHQVKDGH�SXW�D�IXGJH�IDFWRU�LQWR�KLV�HTXDWLRQ�WR�SURGXFH�KLV�UHVXOW��7KH�QXPHULF�UHVXOW�LV�QRW�D�VWDWLVWLFDO�UHVXOW�EDVHG�RQ�WKH�GDWD��7KH�UHVXOW�LV�QRW�KRZ�PXFK�SDUHQWV�VSHQG�RQ�FKLOGUHQ��7KH�UHVXOW�LV�QRW�DFFXUDWHO\�GHVFULEHG�DV�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��7KH�UHVXOW�LV�SULPDULO\�D�UHVXOW�RI�KLV�PHWKRG�DQG�KLV�IXGJH�IDFWRU��QRW�WKH�GDWD��DQG�LV�QRW�D�UHIOHFWLRQ�RI�DQ\WKLQJ�VSHFLDO��$JDLQ�KRZHYHU��(VSHQVKDGH
V�UHVXOWV�KDYH�QRW�UHFHLYHG�PXFK�FULWLFLVP��+LV�VWXG\�KDV�QRW�UHDOO\�UHFHLYHG�PXFK�DWWHQWLRQ�DW�DOO��H[FHSW�LQ�WKH�SROLWLFDO�FRQWH[W�FUHDWHG�E\�5REHUW�:LOOLDPV��(VSHQVKDGH�QHYHU�FODLPHG�WR�KDYH�SURGXFHG�D�VHW�RI�QXPEHUV�DSSURSULDWH�IRU�XVH�LQ�FKLOG�VXSSRUW�JXLGHOLQHV��

http://www.alacourt.org/Case/Child/
http://www.geocities.com/CapitolHill/5910/current-estimates.html


-LP�8QWHUVKLQH��*=6�RI�/%��JQG]HURVUY#SDYHQHW�QHW��ZZZ�JQG]HURVUY�FRP 3DJH����

7KH�$2&�DOVR�FODLPV�WKDW�WKH��H[WHQVLYH�HFRQRPLF�UHVHDUFK��RQ�ZKLFK�WKHLU�WDEOH�LV�EDVHG��LV�RQ�WKH�FRVW�RI�VXSSRUWLQJ�FKLOGUHQ�DW�YDULRXV�LQFRPH�OHYHOV��(VSHQVKDGH�ZDV�QRW�DEOH�WR�UHILQH�KLV�UHVXOWV�WR�GLIIHUHQFHV�LQ�VSHQGLQJ�DW�GLIIHUHQW�LQFRPH�OHYHOV��+H�GLG�QRW�VHOHFW�D�GLIIHUHQW�IXGJH�IDFWRU�IRU�YDULRXV�LQFRPH�OHYHOV��+H�SURGXFHG�D�WDEOH�RI�SHUFHQWDJHV�RI�WKH�DPRXQW�RI�WRWDO�VSHQGLQJ�E\�IDPLOLHV��ZKLFK�KH�DWWULEXWHG�WR�WKH��FRVW�RI�UDLVLQJ�FKLOGUHQ���7KH�HIIHFW�RI�WKH�GDWD�RQ�KLV�UHVXOWV�ZDV�VR�VPDOO�WKDW�WKH�GLIIHUHQFH�LQ�WKH�SHUFHQWDJH�EHWZHHQ�ORZ�LQFRPH�IDPLOLHV�DQG�KLJK�LQFRPH�IDPLOLHV�ZDV�LQVLJQLILFDQW��,Q�RWKHU�ZRUGV��KLV�GHWDLOHG�QXPHULF�UHVXOWV�ZHUH�VD\LQJ�WKDW�D�ZHDOWK\�IDPLO\�ZLOO�VXIIHU�WKH�VDPH�SHUFHQWDJH�VWDQGDUG�RI�OLYLQJ�ORVV�WR�UDLVH�WZR�FKLOGUHQ�DV�D�SRRU�IDPLO\��7KLV�LQ�QR�ZD\�UHIOHFWV�UHDOLW\��EXW�RQO\�WKH�IDFW�WKDW�WKH�VDPH�PHWKRG�DQG�IXGJH�IDFWRU�ZHUH�DSSOLHG�UHJDUGOHVV�RI�WKH�LQFRPH�OHYHO��7KH�UHVXOW�LOOXVWUDWHV�WKDW�WKH�IDPLO\�VSHQGLQJ�GDWD�XVHG�KDG�YHU\�OLWWOH�HIIHFW�RQ�WKH�UHVXOW��7KH�XVH�RI�(VSHQVKDGH
V�UHVXOWV�LQ�FKLOG�VXSSRUW�JXLGHOLQHV�LV�DSSDUHQWO\�PRUH�WKH�IDXOW�RI�5REHUW�:LOOLDPV�WKDQ�RI�(VSHQVKDGH�KLPVHOI��+RZHYHU��ERWK�(VSHQVKDGH�DQG�KLV�SXEOLVKHU�GR�GHVHUYH�VRPH�PHDVXUH�RI�EODPH��,Q�KLV�ERRN�RQ�WKH�VWXG\��,QYHVWLQJ�LQ�&KLOGUHQ��'U��(VSHQVKDGH�JRHV�WR�JUHDW�OHQJWKV�H[SODLQLQJ�ZKDW�KH�ZRXOG�OLNH�WR�DFKLHYH�LQ�KLV�VWXG\��,W�LV�FOHDU�WKDW�KH�ZDQWV�WR�SURYLGH�DFFXUDWH�LQIRUPDWLRQ�RQ�ZKDW�FKLOGUHQ�FRVW�SDUHQWV��+H�GLVFXVVHV�KLV�PHWKRGRORJ\�LQ�VRPHZKDW�SKLORVRSKLFDO�ZD\V��H[SUHVVLQJ�WKH�ORJLF�RI�ZKDW�KH�LV�WU\LQJ�WR�GR��+H�GRHV�QRW�KRZHYHU��H[SODLQ�WKDW�KH�KDV�IDLOHG�WR�GR�LW��+H�GRHV�QRW�PHQWLRQ�WKH�LQFOXVLRQ�RI�D�IXGJH�IDFWRU�LQ�REWDLQLQJ�KLV�ILQDO�UHVXOWV��$V�XQVDWLVIDFWRU\�DV�KLV�DWWHPSW�ZDV��KH�GRHV�QRW�WHOO�WKH�UHDGHU��+H�GRHV�LQ�IDFW�PHQWLRQ�WKH�SRVVLELOLW\�RI�DSSO\LQJ�UHVXOWV�RI�VWXGLHV�VXFK�DV�KLV�WR�WKH�SUREOHP�RI�PDNLQJ�DSSURSULDWH�FKLOG�VXSSRUW�DZDUGV��:H�VKRXOG�DOVR�ZRQGHU�ZK\�KLV�SXEOLVKHU��7KH�8UEDQ�,QVWLWXWH�3UHVV��SXEOLVKHG�KLV�VWXG\�LQ�WKH�IRUP�RI�D�ERRN�ZLWK�D�VQDSS\�WLWOH��DQG�ZK\�LW�ZDV�SURPRWHG�DV�WKRXJK�KH�KDG�VXFFHHGHG�LQ�REWDLQLQJ�WKH�UHVXOWV�KH�ZDV�ORRNLQJ�IRU��$�SXEOLVKHU�FDXVHG�VLPLODU�FRQIXVLRQ�LQ�WKH�SDVW�E\�SURPRWLQJ�D�ERRN�FDOOHG�7KH�'LYRUFH�5HYROXWLRQ ZLWK�IDOVH�LQIRUPDWLRQ��7KH�8UEDQ�,QVWLWXWH KRZHYHU��LV�D�UHVHDUFK�RUJDQL]DWLRQ��7KDW EHLQJ�WKH�LPSUHVVLRQ�WKH\�SURMHFW�WR�WKH�SXEOLF��VKRXOGQ
W�ZH�H[SHFW�D�VHULRXV�LQ�GHSWK�SHHU�UHYLHZ�RI�WKHLU�SXEOLFDWLRQV"�$V�,�KDYH�VDLG�WKRXJK��WKH�FKRLFH�WR�UHFRPPHQG�FKLOG�VXSSRUW�WDEOHV�UHODWHG�WR�(VSHQVKDGH
V�UHVXOWV�ZDV�PDGH�E\�5REHUW�:LOOLDPV��,W�LV�FOHDU�WKDW�WKH�UHVXOWV�ZHUH�QRW�UHDOLVWLF�HQRXJK�IRU�XVH�LQ�DQ\WKLQJ�EXW�FDVXDO�FRQYHUVDWLRQ��WR�PDNH�PRUH�RI�D�QRQ�TXDQWLWDWLYH�SRLQW��2U�DV�8QLYHUVLW\�RI�&KLFDJR�HFRQRPLVW�(GZDUG�/D]HDU�SXW�LW��OHVV�GHOLFDWHO\�������� WKH�SUHVXPSWLRQ�WKDW�XQGHUOLHV�WKH�IRFXV�RI�PXFK�RI�WKH�HPSLULFDO�UHVHDUFK�DQG�SROLF\�GHEDWH�RQ�LQFRPH�GLVWULEXWLRQ�>VSHQGLQJ�ZLWKLQ�IDPLOLHV@ VHHPV�ERUQ�RI�LJQRUDQFH�DQG�LV�VXSSRUWHG�E\�QHLWKHU�WKHRU\�QRU�IDFW��6RXUFH��(GZDUG�3��/D]HDU�DQG�5REHUW�7��0LFKDHO��$OORFDWLRQ�RI�,QFRPH�:LWKLQ WKH�+RXVHKROG��8QLYHUVLW\�RI�&KLFDJR�3UHVV��������SDJH�����%XW�OHW
V�SUHWHQG�WKDW�(VSHQVKDGH
V�UHVXOWV�ZHUH�H[DFWO\�ZKDW�(VSHQVKDGH�ZDV�ORRNLQJ�IRU��:RXOG�WKH\�WKHQ�EH�DSSURSULDWH�WR�XVH�WKHP�DV�WKH�EDVLV�IRU�FKLOG�VXSSRUW�DZDUGV"�/HW
V�FRQWLQXH�ZLWK�WKH�FRQFHSWXDO�H[SODQDWLRQ�JLYHQ�DERYH��7KH��FRVW�RI�UDLVLQJ�FKLOGUHQ��LV�WKDW�D�SDUWLFXODU�IDPLO\�FDQQRW�DIIRUG�WR�EX\�WKH�VSRUWV�FDU�WKH\�ZDQWHG�EHFDXVH�WKH\�DUH�SURYLGLQJ�IRU�D�FKLOG
V�QHHGV�LQVWHDG��7KH�UHVXOW�RI�KDYLQJ�D�FKLOG�LQ�WKDW�VLWXDWLRQ�LV�WKDW�WKH�SDUHQWV��OLYLQJ�WRJHWKHU�LQ�DQ�LQWDFW�IDPLO\��FDQQRW�DIIRUG�WKH�VSRUWV�FDU��%XW�LQ�DSSOLFDWLRQ�LQ�FKLOG�VXSSRUW�JXLGHOLQHV��ZKDW�:LOOLDPV�LV�VD\LQJ�LV�WKDW�WKH�PRWKHU�RQO\�QHHGV�WR�GLYRUFH��+HU�H[�KXVEDQG�ZLOO�WKHQ�RZH�KHU�HQRXJK�WR�WDNH�FDUH�RI�WKH�FKLOG�DQG�KLV�VKDUH�RI�WKH�FRVW�RI�EX\LQJ�WKH�VSRUWV�FDU�WR�ERRW��� WR�EULQJ�WKHP�WR�WKH�VWDQGDUG�RI�OLYLQJ�WKH\�ZRXOG�KDYH�KDG�WRJHWKHU�LI�WKH\�KDG�QRW�KDG�FKLOGUHQ��7KDW��LQ�WKH�DSSOLFDWLRQ�RI�(VSHQVKDGH
V�FRQFHSWXDO�WKHRU\�LV�ZKDW�LW�ZRXOG�WDNH�IRU�RQH�SDUHQW�WR�UHLPEXUVH�WKH�RWKHU�IRU��WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ���7KH�$ODEDPD�2IILFH�RI�&RXUWV�DV�ZHOO�DV�RWKHU�JRYHUQPHQW�VRXUFHV�LQ�RWKHU�VWDWHV�PLVUHSUHVHQW�WKH�QXPEHUV�XVHG�LQ�WKHLU�FKLOG�VXSSRUW�WDEOHV��7KH\�DUH�QRW�LV�EDVHG�RQ�H[WHQVLYH�HFRQRPLF�UHVHDUFK�RQ�WKH�FRVW�RI�VXSSRUWLQJ�FKLOGUHQ�DW�YDULRXV�LQFRPH�OHYHOV��(YHQ�LI�WKH�VWDWHPHQW�ZHUH�WUXH��WKH�JRDO�LW�UHSUHVHQWV�GRHV�QRW�FRUUHVSRQG�WR�DQ\�UDWLRQDO�YLHZ�RQ�FDOFXODWLQJ�DQ�DSSURSULDWH�FKLOG�VXSSRUW�DZDUG�5RJHU�*D\��3URMHFW�IRU�WKH�,PSURYHPHQW�RI�&KLOG�6XSSRUW�/LWLJDWLRQ�7HFKQRORJ\

http://www.geocities.com/CapitolHill/5910/index.html


-LP�8QWHUVKLQH��*=6�RI�/%��JQG]HURVUY#SDYHQHW�QHW��ZZZ�JQG]HURVUY�FRP 3DJH����

7KH�&KLOG�6XSSRUW�*XLGHOLQH�3UREOHPKWWS���DGUU�FRP�ODZ��FVS���KWP5RJHU�)��*D\��06F� DQG�*UHJRU\�-��3DOXPER��3K�'�� �����������&217(176�+LVWRU\�RI�&KLOG�6XSSRUW�/DZ�	�0DWKHPDWLFV)DXOWV�LQ�&KLOG�6XSSRUW�$SSURDFKHV���,PSURYHPHQWV0DMRU�)DXOW�LQ�:LOOLDPV
�0RGHO/HJDO�&RQVWUXFWLRQ$��)XQGDPHQWDO�ODZV�RI�FKLOG�VXSSRUW7KH�1XPHULF�&RPSRQHQW�5HTXLUHG�5HYLHZ0RGHO�&KLOG�6XSSRUW�6WDWXWH,PSDFW��,QWHUQDWLRQDO�,QIOXHQFH�DQG�8�6��:HOIDUH�5HIRUPV&RQFOXVLRQV(QGQRWHV$%675$&7��7KLV�SDSHU�GLVFXVVHV�FXUUHQW�FKLOG�VXSSRUW�IRUPXODH�DQG�SROLF\�LQ�WKH�FRQWH[W�RI�WKH�KLVWRU\�RI�WKHLU�GHYHORSPHQW��0DMRU�IODZV�LQ�FXUUHQW�IRUPXODH�DQG�WKHLU�XVH�DUH�DSSDUHQW��0RUHRYHU��WKH�IODZV�DUH�VR�VHULRXV�WKDW�H[LVWLQJ�FKLOG�VXSSRUW�JXLGHOLQHV�GR�QRW�PHHW�IHGHUDO�UHTXLUHPHQWV�XSRQ�ZKLFK�HOLJLELOLW\�IRU�IXQGLQJ�RI�VWDWH�SURJUDPV�LV�EDVHG��$Q�DSSURDFK�IRU�GHYHORSLQJ�FKLOG�VXSSRUW�JXLGHOLQHV�LV�SURYLGHG�WKDW�ZLOO�PHHW�DOO�IHGHUDO�UHTXLUHPHQWV�DQG�VKRXOG�OHDG�WR�GUDPDWLF�LPSURYHPHQW�LQ�WKH�GHVLJQ�DQG�XVH�RI�FKLOG�VXSSRUW�IRUPXODH��+LVWRU\�RI�&KLOG�6XSSRUW�/DZ�	�0DWKHPDWLFV(IIRUWV�WR�SURGXFH�PDWKHPDWLFDO�IRUPXODH�WR�DVVLVW�LQ�FKLOG�VXSSRUW�GHFLVLRQV�KDYH�JRQH�RQ�IRU�GHFDGHV�LQ�WKH�8QLWHG�6WDWHV��+LVWRULFDOO\��PDWKHPDWLFV�DV�DQ�LQWHJUDWHG�SDUW�RI�FKLOG�VXSSRUW�ODZ�KDV�EHHQ�PRUH�SUHYDOHQW�LQ�RWKHU�FRXQWULHV��7KLV�LV�HVSHFLDOO\�WUXH�IRU�FKLOG�VXSSRUW�ODZ�LQ�VRFLDOLVW�FRXQWULHV�ZKHUH�DZDUG�GHFLVLRQV�DUH�PDGH�LQ�UHODWLRQ�WR�DQ�DUUD\�RI�ZHOIDUH�VWDWH�EHQHILWV��,Q�WKH�8QLWHG�6WDWHV��WKHLU�IRUPDO�VWDWXWRU\�XVH�DV�D�SUHVXPSWLYH�FDOFXODWRU�RI DZDUGV�SULRU�WR������ZDV�OLPLWHG�SULPDULO\�WR�ZHOIDUH�FDVHV��$V�LQ�RWKHU�FRXQWULHV��VWDWHV�DQG�WKH�IHGHUDO�JRYHUQPHQW�ZDQWHG�D�KLJKO\�FRQVLVWHQW�IRUPDOL]HG�ZD\�RI�FDOFXODWLQJ�DQ�DSSURSULDWH�DPRXQW�WR�EH�UHFRXSHG�IURP�QRQ�FXVWRGLDO�SDUHQWV�IRU�DVVLVWDQFH�SURYLGHG�WR�FXVWRGLDO�SDUHQWV�DQG�FKLOGUHQ�E\�JRYHUQPHQW�SURJUDPV��,Q�D������FDVH�WKDW�VSDUNHG�QDWLRQDO�LQWHUHVW��WKH�2UHJRQ�6XSUHPH�&RXUW�ZHQW�WR�OHQJWKV�WR�H[SODLQ�HVWDEOLVKHG�FKLOG�VXSSRUW�GRFWULQH���� �6PLWK��VHH�IRRWQRWH���$W�LVVXH�ZDV�ZKHWKHU�WKH�FKLOG�VXSSRUW�IRUPXOD�XVHG�LQ�2UHJRQ�ZHOIDUH�FDVHV�VKRXOG�EH�XVHG�LQ�QRQ�ZHOIDUH�FDVHV��7KH�2UHJRQ�6XSUHPH�&RXUW�IRXQG�WKDW�WKH�ZHOIDUH�IRUPXOD�GLG�QRW�FRUUHVSRQG�WR�FKLOG�VXSSRUW�ODZ�ZULWWHQ�IRU�QRQ�ZHOIDUH�FDVHV�DQG�LW�ZDV�WKHUHIRUH LQDSSURSULDWH�WR�DSSO\�LW�RXWVLGH�WKH�OLPLWV�RI�WKH�ZHOIDUH�V\VWHP��)RUPXODH�XVHG�LQ�WKH�ZHOIDUH�SURJUDP�DUH�GHVLJQHG�WR�PD[LPL]H�UHLPEXUVHPHQW�RI�SXEOLF�PRQH\�JLYHQ�DV�HQWLWOHPHQWV��6LPSO\�PD[LPL]LQJ�WKH�DPRXQW�RI�FKLOG�VXSSRUW�DZDUGHG�LV�QRW�DQ�DSSURSULDWH�JRDO�IRU�DOO�VLWXDWLRQV��,Q�QRQ�ZHOIDUH�FDVHV��ZKHQ�WKH�SDUHQWV�DUH�DEOH�WR�VXSSRUW�WKHPVHOYHV�DQG�WKHLU�FKLOGUHQ�RQ�WKHLU�RZQ��WKH�VLWXDWLRQ�ZDV�QRW�DV�VLPSOH�DV�JHWWLQJ�DV�PXFK�DV�\RX�FDQ��$ZDUGV�ZHUH�EDVHG�RQ�WKH��DFWXDO�DQG�QHFHVVDU\�QHHGV�RI�FKLOGUHQ��DQG�WKH�DELOLW\�RI�HDFK�SDUHQW�WR�SD\�ZHUH�FRQVLGHUHG�DPRQJ�RWKHU�WKLQJV��7KH�&RXUW�ZHQW�WR�VRPH�HIIRUW�LQ�6PLWK WR�H[SODLQ�ZKDW�ZDV�PHDQW�E\�FKLOGUHQ
V��QHHGV���$OWKRXJK�WKH�2UHJRQ�6XSUHPH�&RXUW�GLG�QRW�UHTXLUH�WKH�XVH�RI�DQ�DOWHUQDWLYH�PDWKHPDWLFDO�IRUPXOD�LQ�QRQ�ZHOIDUH�FDVHV��WKH\�FLWHG�ZRUN�RQ�D�FKLOG�VXSSRUW�PRGHO�SUHVHQWHG�E\�0DXULFH�5��)UDQNV�DV�FRPLQJ�FORVHU�WR�HVWDEOLVKHG�QRQ�ZHOIDUH�FKLOG�VXSSRUW�ODZ������)UDQNV
�FKLOG�VXSSRUW�PRGHO��DQG�WKRVH�OLNH�LW��KDYH�RIWHQ�EHHQ�FDOOHG�&RVW�6KDULQJ�PRGHOV�EHFDXVH�OHJDO�H[SHUWV�RIWHQ�UHIHUUHG�WR�SDUHQWDO�VSHQGLQJ�RQ�FKLOGUHQ�XVLQJ�WKH�WHUP��FRVW�������7KRVH�ZKR�UHDG�)UDQNV
�SDSHU�ZLOO�EH�LPSUHVVHG�ZLWK�WKH�IXOOQHVV�RI�KLV�OHJDO�FLWDWLRQV�LQ�VXSSRUW�RI�KLV�PRGHO��7KLV�LV�QRW�WR�VD\�KRZHYHU��WKDW�FKLOG�VXSSRUW�GHFLVLRQ�PRGHOLQJ�KDG�PDGH�VXIILFLHQW�SURJUHVV�WR�VXEVWDQWLDOO\�UHSODFH�MXGLFLDO�GLVFUHWLRQ�LQ�WKH�DSSOLFDWLRQ�RI�FKLOG�VXSSRUW�ODZ��)UDQNV
�DFFHSWHG�WKH�WUDGLWLRQDO�DSSURDFK�RI�GHWHUPLQLQJ�FRVWV�IRU�UDLVLQJ�FKLOGUHQ�IURP�IDPLO\�VSHQGLQJ�KLVWRU\��DQG�FURVV�FUHGLWHG�H[SHQVHV�LQ�ERWK�KRXVHKROGV�WR�DFFRXQW�IRU�VKDUHG�FXVWRG\�DQG�YLVLWDWLRQ���SDUHQWLQJ�WLPH��)UDQNV
�PRGHO�LV�VLJQLILFDQWO\�GLIIHUHQW�IURP�WKH�,QFRPH�6KDUHV�PRGHO�GHYHORSHG�E\�5REHUW�:LOOLDPV�WKDW�LV�VR�ZLGHO\�XVHG�WRGD\��,Q�FRQWUDVW�WR�)UDQNV
�PRGHO��WKH�,QFRPHV�6KDUH�PRGHO�LV�QRW�EDVHG�RQ�UHDO�KRXVHKROG�H[SHQVHV�RQ�FKLOGUHQ��DQG�DUELWUDULO\�XQGHU�DFFRXQWV�IRU�VKDUHG�SDUHQWLQJ�WLPH��2QH�VLPLODULW\�VKDUHG�E\�ERWK�DSSURDFKHV�LV�WKH�QRWLRQ�WKDW�WKH�SDUHQW
V�VKDUH�RI�WKH��FKLOG�VXSSRUW�REOLJDWLRQ��LV�WDNHQ�WR�EH�LQ�SURSRUWLRQ�WR�WKHLU�VKDUH�RI�WKH�SDUHQWV
�FRPELQHG�LQFRPH��7KLV�SURGXFHV�D�PDMRU�IDLOLQJ�LQ�ERWK�PRGHOV��1HLWKHU�FRQVLGHUV�HLWKHU�SDUHQW
V�DFWXDO��DELOLW\�WR�SD\���ZKLFK�LV�DGGUHVVHG�EHORZ��1HLWKHU�SURYLGHV�D�VROXWLRQ�WR�WKH�SUREOHP�RI�DGMXVWLQJ�WKH�VWDQGDUG�RI�OLYLQJ�LQ�WKH�FXVWRGLDO�SDUHQW�KRXVHKROG��)UDQNV
�GRHVQ
W�LQFOXGH�LW�DQG�:LOOLDPV�VLPSO\�UDLVHV�WKH�QXPHULF�WDEOHV�DUELWUDULO\�SURGXFLQJ�UHVXOWV�VR�KLJK�WKDW�WKH\�RIWHQ�RYHUVKRRW��FKLOG�VXSSRUW��WR�LQFOXGH�DOLPRQ\������3ULRU�WR�WKH�IHGHUDO�UHTXLUHPHQW�IRU�GHYHORSPHQW�RI�VWDWH�ZLGH�FKLOG�VXSSRUW�JXLGHOLQHV�LQ�WKH�&KLOG�6XSSRUW�(QIRUFHPHQW�$PHQGPHQWV�RI��������JXLGHOLQHV��KDG�DOUHDG\�FRPH�LQWR�XVH�LQ�VWDWH�FRXUWV��0DQ\�FKLOG�VXSSRUW�JXLGHOLQHV�KDG�EHHQ�GHYHORSHG�E\�MXGJHV�DQG�ORFDO�EDU�DVVRFLDWLRQV��6RPH�ZHUH�VLPSO\�XVHG�LQIRUPDOO\�E\�MXGJHV�DQG�DWWRUQH\V�ZKLOH�RWKHUV�ZHUH�XVHG�DV�FRXQW\�ZLGH�JXLGHOLQHV��5REHUW�:LOOLDPV
������UHSRUW�SURYLGHV�D�VPDOO�VDPSOH�RI�VXFK�JXLGHOLQHV�ZLWKRXW�SURELQJ�LQWR�WKH�GHWDLOV�RI�WKHLU�FRUUHVSRQGHQFH�ZLWK�HVWDEOLVKHG�ODZ�RU�WKH�VXEWOHWLHV�RI�WKHLU�XVH������
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,W�LV�LPSRUWDQW�WR�QRWH�WKDW�MXGLFLRXV�XVH�RI�D�VLPSOH�IRUPXOD�DQG���RU�QXPHULF�WDEOH�DV�D��JXLGHOLQH��GRHV�QRW�FRQWUDGLFW�WKH�GHFLVLRQ�RI�WKH�2UHJRQ�6XSUHPH�&RXUW�FLWHG�DERYH��7KHUH�LV�D�IXQGDPHQWDO�DQG�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�XVLQJ�VXFK�WRROV�DV�D�JXLGHOLQH�WR�DVVLVW�LQ�GHFLVLRQ�PDNLQJ�DQG�WKH�SUHVXPSWLYH�XVH�RI�D�FKLOG�VXSSRUW�IRUPXOD��2QH�DUJXPHQW�JLYHQ�E\�DGYRFDWHV�RI�SUHVXPSWLYH�FKLOG�VXSSRUW�IRUPXODH�ZDV�WKDW�DZDUG�OHYHOV�DSSHDUHG�WR�EH�QRQ�XQLIRUP��7ZR�GLYRUFHG�IDWKHUV�FRXOG�EH�OLYLQJ�RQ�WKH�VDPH�VWUHHW�DQG�JRLQJ�WR�WKH�VDPH�MRE�ZLWK�WKH�VDPH�SD\�HDFK�GD\��DQG�SD\�GLIIHUHQW�DPRXQWV�RI�FKLOG�VXSSRUW��7KH�SUREOHP�ZLWK�WKLV�FRPSODLQW�LV�WKDW�LW�VXJJHVWV�WKDW�WKH�WZR�IDWKHUV�VKRXOG�EH�SD\LQJ�WKH�VDPH�DPRXQW�UHJDUGOHVV�RI�RWKHU�PLWLJDWLQJ�IDFWRUV��,Q�RWKHU�ZRUGV��LW�SUHVXPHV�D�VLPSOH�SHUFHQW�RI�LQFRPH�IRUPXOD�UDWKHU�WKDQ�DSSO\LQJ�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ��%XW�VXFK�DQ�DSSURDFK�GRHV�QRW�UHODWH�WKH�FKLOG�VXSSRUW�DZDUG�DPRXQW�WR�WKH�QHHGV�RI�FKLOGUHQ�DQG�WKH�UHODWLYH�DELOLW\�WR�SD\��,WV�UHODWLRQVKLS�WR�IDPLO\�FLUFXPVWDQFHV�LV�UDQGRP��DQG�WKHUHIRUH�LW�FDQQRW�PHHW�WKH�IHGHUDO�UHTXLUHPHQW�WKDW�WKH�DSSOLFDWLRQ�RI�D�JXLGHOLQH�UHVXOW�LQ�D��MXVW�DQG�DSSURSULDWH�DZDUG�LQ�HDFK�FDVH���,W
V�DOVR�UHDVRQDEO\�REYLRXV�WKDW�ZLWKRXW�D�UDWLRQDO�UHODWLRQVKLS�EHWZHHQ�DQ�DZDUG�DQG�IDPLO\�FLUFXPVWDQFHV�WKH�PHWKRG�ZRXOG�IDLO�DQ\�KRQHVW�FRQVWLWXWLRQDO�WHVW�IRU��GXH�SURFHVV��DQG��HTXDO�SURWHFWLRQ���$IWHU�WKH�IHGHUDO�UHIRUPV�WRRN�HIIHFW��DSSUR[LPDWHO\�RQH�WKLUG�RI�WKH�VWDWHV�DUH�DFWXDOO\�XVLQJ�D�VLPSOH�3HUFHQWDJH�RI�,QFRPH�IRUPXOD��7KH�PHWKRG�LV�VR�REYLRXVO\�RYHU�VLPSOLILHG�DQG�XQUHODWHG�WR�VLQFHUH�SROLF\�PRGHOLQJ�HIIRUWV�KRZHYHU�WKDW�LW�LV�RIWHQ�OHIW�RXW�RI�JHQHUDO�GLVFXVVLRQ��,W�KDV�LWV�RULJLQ�LQ�ROG�6RYLHW�5XVVLDQ�ODZ�DQG�WKHUH�LV�QR�UHDVRQDEOH�DUJXPHQW�IRU�XVLQJ�LW�LQ�WKH�8QLWHG�6WDWHV��$�VOLJKWO\�UHIRUPHG�YHUVLRQ�VWLOO�H[LVWV�DV�$UWLFOH����RI�7KH�5XVVLDQ�)DPLO\ &RGH��DGRSWHG�LQ�������,WV�XVH�ZDV�SURPRWHG�LQ�WKH�8QLWHG�6WDWHV�E\�,UZLQ�*DUILQNHO�DV�SDUW�RI�D�VXLWH�RI�6RYLHW�5XVVLDQ�SROLF\�WKDW�KDV�EHFRPH�NQRZQ�WR�XV�DV��7KH�:LVFRQVLQ�0RGHO���7KH�:LVFRQVLQ�0RGHO�WKHQ�EHFDPH�D�FHQWHU�SLHFH�IRU�WKH�QDWLRQDO�FKLOG�VXSSRUW�DQG�ZHOIDUH�UHIRUP�PRYHPHQW��$QRWKHU�LWHP�OREELHG�IRU�E\�ZRPHQ
V�JURXSV�LQ�WKH�����
V�WKDW�XOWLPDWHO\�DIIHFWHG�FKLOG�VXSSRUW�JXLGHOLQH�GHYHORSPHQW�ZDV�D�SXVK�E\�ZRPHQ
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V�LQFRPH��7KH�FXVWRGLDO�PRWKHU�LQ�WKLV�H[DPSOH��ZKR�HDUQV�MXVW�HQRXJK�WR�FDUH�IRU�KHUVHOI��ZRXOG�KDYH�DQ�REOLJDWLRQ�WR�SURYLGH�RQH�WKLUG�RI�WKH�DGGLWLRQDO�PRQH\�QHHGHG�IRU�VXSSRUW�RI�WKHLU�FKLOGUHQ��,I�WKDW�DPRXQW�LV�VD\���������SHU�\HDU��WKHQ�VKH�LV�OHIW�ZLWK RQO\��������SHU�\HDU�IRU�KHU�RZQ�VXSSRUW��ZKLFK�LV�QRW�DGHTXDWH��7KLV�ZRXOG�OLNHO\�OHDG�WR�LQDGHTXDWH�VXSSRUW�RI�WKHLU�FKLOGUHQ��$�VLPSOH�EXW�PXFK�PRUH�UDWLRQDO�IRUPXOD�IRU��DELOLW\�WR�SD\��ZDV�SURSRVHG�E\�0HOVRQ��-XGJH�ZKR�GHYHORSHG�WKH�ODWH���V�'HODZDUH�PRGHO���&DVVHWW\��ZHOO�NQRZQ�FRQWULEXWRU�WR�GLVFXVVLRQV�RQ�FKLOG�VXSSRUW�FDOFXODWLRQV��DQG�RWKHUV��7KHLU�EDVLF�PRGHO�RI��DELOLW\�WR�SD\��LV�QHW�LQFRPH�PLQXV�DQ�DGXOW��VHOI�VXSSRUW�UHVHUYH���7KH�VHOI�VXSSRUW�UHVHUYH�LV�GHGXFWHG�LPPHGLDWHO\�DQG�EHFRPHV�XQWRXFKDEOH�IRU�ERWK�SDUHQWV��7KH�UHVXOW�LQ�WKH�FDVH�DERYH��LV�WKDW�WKH�PRWKHU
V�WRWDO�LQFRPH�ZRXOG�EH�KHUV�� WKH�DPRXQW�VKH�QHHGV�WR�VXSSRUW�KHUVHOI�� SOXV�WKH�DGGLWLRQDO�DPRXQW�QHHGHG�LQ�KHU�KRXVHKROG�IRU�FDUH�RI�WKH�FKLOGUHQ��7KDW�LV�H[DFWO\�WKH�UHVXOW�WKDW�LV�QHHGHG��7KH�HIIHFW�RI�LQFRPH�GLVSDULW\��ZKHQ�RQH�SDUHQW�LV�DEOH�WR�SD\�VLJQLILFDQWO\�PRUH�WKDQ�WKH�RWKHU��LV�PRVW�REYLRXV�ZKHQ�RQH�RI�WKH�LQFRPHV�LV�QHDU�RU�EHORZ�VXEVLVWHQFH�OHYHO��$�EHWWHU�VSHFLILFDWLRQ�RI��DELOLW\�WR�SD\��ZRXOG�SDVV�DOO�UHDVRQDEOH�ORJLFDO�WHVWV�ZKHQ�DSSOLHG�WR�DOO�FDVHV��,W�KDV�WKH�HIIHFW�RI�VKLIWLQJ�LQFRPH�DV�QHHGHG�LQ�D�QRQ�DUELWUDU\�ZD\��,W�ZRXOG�WKXV�DOORZ�UHSODFHPHQW�RI�WKH�DUELWUDULO\�KLJK�QXPHULF�WDEOHV�FXUUHQWO\�LQ�XVH�ZLWK�WDEOHV�WKDW�DUH�UHDOLVWLFDOO\�UHODWHG�WR�WKH�FLUFXPVWDQFHV�RI�FKLOGUHQ�DQG�SDUHQWV��7KH�EHVW�YLVLRQ�LV�WKDW�RI�DOORZLQJ�FRQVLGHUDWLRQ�RI�D�ZLGHU�UDQJH�RI�PLWLJDWLQJ�IDFWRUV�LQ�GHWHUPLQLQJ�DELOLW\�WR�SD\��'RLQJ�VR�ZRXOG�SURYLGH�RQH�SDUW�RI�WKH�ILQH�WXQLQJ�QHHGHG�WR�PHHW�WKH�IHGHUDO�UHTXLUHPHQW�IRU�D��MXVW�DQG�DSSURSULDWH�DZDUG�LQ�HDFK�FDVH���)UDQNV
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�LQ�GHDOLQJ�ZLWK�VKDUHG�SDUHQWLQJ�DQG�YLVLWDWLRQ��)UDQNV�SUHVHQWHG�D�PHWKRG�NQRZQ�DV��FURVV�FUHGLWLQJ���7KHUH�KDV�VLQFH�EHHQ�GLVFXVVLRQ�RQ�ZKHWKHU�WKH�FURVV�FUHGLWLQJ�IRUPXOD�VKRXOG�EH�DSSOLHG�VWULFWO\�DFFRUGLQJ�WR�WKH�DPRXQW�RI�WLPH�FKLOGUHQ�VSHQG�LQ�HDFK�KRXVHKROG�ZKHQ�RQH�RU�ERWK�SDUHQWV
�LQFRPH�LV�ORZ��7KLV�TXHVWLRQ�LV�UHVROYDEOH�DQG�WKH�FURVV�FUHGLWLQJ�FRQFHSW�SURYLGHV�D�YHU\�VROLG�WKHRUHWLFDO�EDVLV�IRU�GHDOLQJ�ZLWK�WKH�VKDULQJ�RI�GLUHFW�H[SHQGLWXUHV�E\�SDUHQWV��



-LP�8QWHUVKLQH��*=6�RI�/%��JQG]HURVUY#SDYHQHW�QHW��ZZZ�JQG]HURVUY�FRP 3DJH����

:LOOLDPV
�VLPSO\�ILOWHUV�RXW�DOO�FUHGLWV�IRU�YLVLWDWLRQ�DQG�VKDUHG�SDUHQWLQJ�DUUDQJHPHQWV��DQG�DVVXPH�]HUR�WLPH�VKDUH��7KH�WHQDFLW\�ZLWK�ZKLFK�KH�KDV�IRXJKW�WR�HOLPLQDWH�YLVLWDWLRQ�FUHGLWV�LV�RQH�RI�WKH�UHDVRQV�WKDW�KH��UDWKHU�WKDQ�MXVW�KLV�ZRUN��KDV�RIWHQ�EHHQ�FKDUDFWHUL]HG�DV�H[WUHPHO\�ELDVHG�DJDLQVW�QRQ�FXVWRGLDO�SDUHQWV��(YHQ�ZKHQ�VWDWH�UHSUHVHQWDWLYHV�DQG�VWDWH�FRXUWV�SURWHVW��RSWLQJ�IRU�DW�OHDVW�VRPH�WRNHQ�UHGXFWLRQ�LQ�VXSSRUW�DV�YLVLWDWLRQ�FUHGLW��0U��:LOOLDPV�KDV�IRXJKW�WR�PLQLPL]H�LW��:LWK�WKH�HOLPLQDWLRQ�RI�SURSHU�YLVLWDWLRQ�FUHGLWV��WKH�LQFRPH�RI�PDQ\�QRQ�FXVWRGLDO�SDUHQWV�FDQ�EH�UHGXFHG�EH\RQG�WKH�SRLQW�ZKHUH�WKH\�DUH�DEOH�WR�DIIRUG�QRUPDO�YLVLWDWLRQ��7KH�REMHFWLYH�HYLGHQFH�LV�WHOOLQJ�XV�WKDW�PXFK�RI�WKH�UHDVRQ�IRU�ODFN�RI�UHJXODU�YLVLWDWLRQ�LV�EHFDXVH�WKH�QRQ�FXVWRGLDO�SDUHQW�FDQQRW�DIIRUG�WR�VXSSRUW�WKH�FKLOGUHQ�GXULQJ�YLVLWDWLRQ��7KLV�SUREOHP�LQFUHDVHV�GUDPDWLFDOO\�ZLWKRXW�SURSHU�FUHGLW�IRU�YLVLWDWLRQ�LQ�WKH�IRUPXODWLRQ�RI�FKLOG�VXSSRUW�DZDUGV��8QGHU�WKH�SUHVHQW�FKLOG�VXSSRUW�DZDUG�V\VWHP��WKRVH�ZKR�FDQ�VWLOO�DIIRUG�YLVLWDWLRQ�DUH�XVXDOO\�QRW�FRQYLQFHG�WKDW�WKH\�VKRXOG�EH�IRUFHG�WR�SD\�PDQ\�H[SHQVHV�WZLFH��RQFH�GLUHFWO\�GXULQJ�YLVLWV�DQG�DJDLQ�LQ�WKH�IRUP�RI�D�FKLOG�VXSSRUW�SD\PHQW�FDOFXODWHG�DV�LI�WKH�FKLOGUHQ�QHYHU�YLVLW��$IWHU�WKH�LQWURGXFWLRQ�RI�:LOOLDPV
�UHFRPPHQGDWLRQV�QR�VWDWH�LV�FURVV�FUHGLWLQJ��$V�DQ�H[DPSOH�RI�WKH�HIIHFW�RI�LPSURSHU�FRVW�FUHGLWLQJ�DQG�VKDULQJ��WKDW�RFFXUV�LQ�2NODKRPD�DQG�HOVHZKHUH�EHFDXVH�RI�H[LVWLQJ�SROLF\�DQG�ODZ���LI�H[SHQGLWXUH�RQ�D FKLOG�LV�������SHU�\HDU�DQG�WKH�SDUHQWV�KDYH�HTXDO�QHW�LQFRPH�DQG�D�������MRLQW�SDUHQWLQJ�DUUDQJHPHQW��ZH�DVVXPH�LQ�WKLV�H[DPSOH�HTXDO�GLUHFW�ILQDQFLDO�REOLJDWLRQV���WKH�QRQ�SULPDU\�FXVWRGLDO�SDUHQW�ZRXOG�SD\�������LQ�FKLOG�VXSSRUW�WR�WKH�SULPDU\�SULPDU\�SDUHQW��7KH�SD\LQJ�SDUHQW�ZRXOG�VWLOO�KDYH�������LQ�FRVWV�IRU�WKH�FKLOG�LQ�WKHLU�KRPH�IRU�D�WRWDO�H[SHQGLWXUH�RI�������IRU�WKH�FKLOG��,Q�FRQWUDVW�WKH�SULPDU\�FXVWRGLDO�SDUHQW�ZRXOG�VSHQG�������EXW�WKDW�IXOO�DPRXQW�ZRXOG�EH�UHLPEXUVHG�E\�������LQ�FKLOG�VXSSRUW�OHDYLQJ�D�WRWDO�ILQDQFLDO�FRQWULEXWLRQ�E\�WKH�SULPDU\�SDUHQW�RI�QRWKLQJ��$�ORQJ�VWDQGLQJ�SUREOHP�ZLWK�DOO�PRGHOV�KDV�EHHQ�WKH�ODFN�RI�D�WKHRUHWLFDO�VROXWLRQ�WR�WKH�TXHVWLRQ�RI�DGMXVWLQJ�WKH�VWDQGDUG�RI�OLYLQJ�LQ�WKH�FXVWRGLDO�SDUHQW KRXVHKROG��7KLV�LVVXH�DULVHV�EHFDXVH�WUDGLWLRQDO�FKLOG�VXSSRUW�ODZ�LQWHQGHG�WR�SURYLGH�VRPH�UHDVRQDEOH�SURWHFWLRQ�IRU�FKLOGUHQ�DJDLQVW�WKH�GHFUHDVH�LQ�OLYLQJ�VWDQGDUG�WKDW�RIWHQ�DFFRPSDQLHV�GLYRUFH�ZKHQ�WKH�PRWKHU�GRHV�QRW�UHPDUU\���)UDQNV�GRHVQ
W�GHDO�ZLWK�WKH�TXHVWLRQ��&DVVHW\�PDGH�D�YHU\�GLUHFW�DQG�SRLQWHG�LVVXH�RI�WKH�SUREOHP�EXW�GLG�QRW�VROYH�LW��,Q�GHYHORSLQJ�WKH�ODWH���V�YHUVLRQ�RI�WKH�'HODZDUH�IRUPXOD��-XGJH�0HOVRQ�ZHQW�WR�D�JUHDW�GHDO�RI�HIIRUW�WR�FUHDWH�D�EDVLV�IRU�D�UHDVRQDEOH�MXGJPHQW��+H�GHFLGHG�WR�DGG����RI�UHPDLQLQJ�LQFRPH�DIWHU�GHGXFWLQJ�WKH�VHOI�VXSSRUW�UHVHUYH�DQG�D�EDVLF�DPRXQW�RI�FKLOG�VXSSRUW��7KH�DGMXVWPHQW�ZDV�ODWHU�FKDQJHG�E\�WKH�VWDWH�RI�'HODZDUH�WR�PRUH�FORVHO\�PDWFK�WKH�DUELWUDU\�LQFUHDVHV�LQ�DZDUGV�UHFRPPHQGHG�E\�:LOOLDPV��$�WKHRUHWLFDO�VROXWLRQ�WR�WKH�VWDQGDUG�RI�OLYLQJ�DGMXVWPHQW�SUREOHP�ZDV�QRW�SUHVHQWHG�XQWLO�����������0DMRU�)DXOW�LQ�:LOOLDPV
�0RGHO&KLOG�VXSSRUW�JXLGHOLQHV�LQ�XVH�LQ�WKH�8�6��DUH�EDVHG�SULPDULO\�RQ�WKH�RSLQLRQV�DQG�DVVXPSWLRQV�PDGH�E\�WZR�SHRSOH��5REHUW�:LOOLDPV�DQG�,UZLQ�*DUILQNHO��$SSUR[LPDWHO\�WZR�WKLUGV�RI�DOO�VWDWHV�XVH�WKH�,QFRPH�6KDUHV�DSSURDFK�WKDW�KDV�EHHQ�TXHVWLRQHG�FRQWLQXRXVO\�VLQFH�WKH�SXEOLFDWLRQ�RI�5REHUW�:LOOLDPV
�UHSRUW�LQ�������$FFRUGLQJ�WR�WKH�&KLOG�6XSSRUW�(QIRUFHPHQW�$PHQGPHQWV�RI�������5REHUW�:LOOLDPV�WHFKQLFDO�UHSRUW��ZDV�VXSSRVHG�WR��SURYLGH�WHFKQLFDO�DVVLVWDQFH�WR�WKH�VWDWHV��LQ�GHYHORSLQJ�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV��,W�ZDV�QRW�XQGHU�WKDW�OHJLVODWLRQ��DQG�VWLOO�LV�QRW�WRGD\��DQ�DFFHSWDEOH�UROH�IRU�WKH�IHGHUDO�JRYHUQPHQW�WR�GHFLGH�HDFK�VWDWH
V�SROLF\�IRU�PDNLQJ�D�FKLOG�VXSSRUW�DZDUG��<HW��HDFK�RI�XV�ZKR�KDYH�FDUHIXOO\�VWXGLHG�5REHUW�:LOOLDPV
�UHSRUW�UHFRJQL]HV�WKDW�VRPHWKLQJ�LV�DPLVV��5REHUW�:LOOLDPV
�UHFRPPHQGDWLRQV�DUH�QRW�EDVHG�RQ�WKH�HVWDEOLVKHG�VWDWH�ODZV�RI�WKH�WLPH��+LV�PHWKRGV�DUH�QRW�IOH[LEOH�HQRXJK�WR�DGDSW�WR�SROLF\�FKRLFHV�VWDWHV�DUH�HQWLWOHG�WR�PDNH��8QGHUO\LQJ�KLV�WHFKQLFDO�UHFRPPHQGDWLRQV�DUH�5REHUW�:LOOLDPV
�SROLF\�FKRLFHV���6RPHWKLQJ�KH�DGPLWWHG�LQ�D�GHSRVLWLRQ�LQ�D�IHGHUDO�FDVH���$QG�WKRVH�FKRLFHV�DUH�QRW�FOHDUO\�VSHFLILHG�VR�DV�WR�IDFLOLWDWH�RSHQ�GLVFXVVLRQ�DQG�GHEDWH��7KH�H[SOLFLW�DUJXPHQW�JLYHQ�LQ�IDYRU�RI�:LOOLDPV
�PRGHO�UHVWV�RQ�UDWKHU�FUXGH�VWDWLVWLFDO�PHWKRGV�ZKLFK�5REHUW�:LOOLDPV�W\SLFDOO\�UHIHUV�WR�DV��HFRQRPLF�VWXGLHV���7KHUH�LV�QR�DSSURSULDWH�HFRQRPLF�GDWD�DW�WKH�KHDUW�RI�WKHVH��VWXGLHV���7KH�GDWD�WKDW�:LOOLDPV��%HWVRQ��DQG�D�IHZ�RWKHUV�KDYH�UHODWHG�WR�WKHLU��VWXGLHV��LV�VR�RII�WDUJHW�WKDW�WKHUH�LV�YHU\�OLWWOH�UHDVRQ�WR�UHIHU�WR�WKHLU�VWXGLHV�DV�EHLQJ �VWDWLVWLFDO���7KH�GDWD�XVHG�LQ�WKHVH��HVWLPDWHV��LV�WKH�QDWLRQDO�GDWD�RQ�IDPLO\�H[SHQGLWXUH�WKDW�FRPHV�IURP�WKH�&RQVXPHU�([SHQGLWXUH�6XUYH\��1HDUO\�DOO�RI�WKH�GDWD�LV�RQ�ZKDW�IDPLOLHV�VSHQG�DV�RSSRVHG�WR�ZKDW�LV�VSHQW�RQ�LQGLYLGXDO�IDPLO\�PHPEHUV��,Q�RWKHU�ZRUGV��LW�GRHV�QRW�SURYLGH�D�VWDWLVWLFDO�YLHZ�RI�ZKDW�LV�VSHQW�RQ�FKLOGUHQ�DQG�DGXOWV�LQ�KRXVHKROGV�EXW�ZKDW�LV�VSHQW�LQ�WRWDO�RQ�GLIIHUHQW�LWHPV�RI�H[SHQGLWXUH��2QH�FDQ�JHW�D�UHDVRQDEOH�YLHZ�RI�ZKDW�KRXVHKROGV�VSHQG�RQ�KRXVLQJ�DQG�WUDQVSRUWDWLRQ�IRU�H[DPSOH��%XW�QR�DPRXQW�RI�ZLWFKFUDIW�FDQ�WUDQVIRUP�WKDW�FRVW�LQWR�KRZ�PXFK�LV�DWWULEXWDEOH�WR�FKLOGUHQ��RU�GLIIHUHQFHV�GXH�WR�FRVW�RI�OLYLQJ�YDULDWLRQ�DPRQJVW�VWDWHV��7KH�GDWD�XVHG�KDV�YHU\�OLWWOH�HIIHFW�RQ�WKH�QXPEHUV�SURGXFHG�LQ�WKH�VR�FDOOHG��HFRQRPLF VWXGLHV���7KH�QXPEHUV�DUH�SULPDULO\�WKH�UHVXOW�RI�WKH�DUELWUDU\�FKRLFHV�WKH�PRGHOHUV�PDNH�LQ�VHOHFWLQJ�DQ�HVWLPDWLQJ�PHWKRG��7KH�PRGHOHUV�FKRRVH�WKH�SRUWLRQ�RI�IDPLO\�LQFRPH��GLVWULEXWHG��WR�DGXOWV�DQG�WR�FKLOGUHQ��7KDW�LQIRUPDWLRQ�GRHV�QRW�H[LVW�LQ�QDWLRQDO�GDWD�RQ�IDPLO\�VSHQGLQJ�DQG�WKHUH�LV�QR�ZD\�WR�GLYLQH�LW�IURP�WKDW�VRXUFH��+HUH�LV�ZKDW�WZR�FRPSHWHQW�UHVHDUFKHUV�VDLG�DERXW�VXFK��VWXGLHV������ ��WKH�SUHVXPSWLRQ�WKDW�XQGHUOLHV�WKH�IRFXV�RI�PXFK�RI�WKH�HPSLULFDO�UHVHDUFK�DQG�SROLF\�GHEDWH�RQ�LQFRPH�GLVWULEXWLRQ�>ZLWKLQ�KRXVHKROGV@�VHHPV�ERUQ�RI�LJQRUDQFH�DQG�LV�VXSSRUWHG�E\�QHLWKHU�WKHRU\�QRU�IDFW�����,Q�DOO�IDLUQHVV��VRPH�RI�WKRVH�VWXGLHV�ZHUH�FDUULHG�RXW�ZLWK�VRPH�GHJUHH�RI�FRPSHWHQFH�DQG�JRRG�LQWHQW��$OWKRXJK�IDLOLQJ�WR�SURYLGH�PXFK�VROLG�XVHIXO�LQIRUPDWLRQ��WKH�PRVW�KRQHVW�GLUHFWO\�SRLQWHG�RXW�WKH�ZHDNQHVVHV�RI�WKH�PHWKRGV�DQG�XQFHUWDLQW\�RI�UHVXOWV�DQG�SURYLGHG�WKH�PRVW�RSHQ�H[SRVp�RI�WKH�DUELWUDU\�FKRLFHV�PDGH��(YHQ�VR��QRW�D�VLQJOH�RI�WKH�VR�FDOOHG��FRVW�RI�UDLVLQJ�FKLOGUHQ�VWXGLHV��ZDV�GRQH�IRU�WKH�SXUSRVH�RI�DVVLVWLQJ�LQ�WKH�GHYHORSPHQW�RI�FKLOG�VXSSRUW�ODZ��2QH�UHVHDUFKHU��ZRUNLQJ�GLUHFWO\�RQ�WKH�SUREOHP�RI�GHYHORSLQJ�FKLOG�VXSSRUW�JXLGHOLQHV�VDLG�WKH�IROORZLQJ�DERXW�VXFK�VWXGLHV��«�LW�LV�SRVVLEOH�WKDW�DFKLHYLQJ�FRQILGHQFH�LQ�WKH�GDWD�EDVH�WKURXJK�XVH�RI�D�VLPSOH�PHWKRGRORJ\�ZKLFK�H[SOLFLWO\�UHOLHV�RQ��XVHU�RSLQLRQ��ZLOO�EH�PRUH�HIIHFWLYH�LQ�PRYLQJ�SUDFWLFHV�PRUH�XQLIRUPO\�WRZDUG�D�IDLU�VWDQGDUG�WKDQ�GRHV�UHOLDQFH�RQ�RSDTXH�DQG�KLJKO\�GHULYDWLYH�H[SHUW�LQWHUSUHWDWLRQV RI�H[LVWLQJ�EXW�IXQGDPHQWDOO\�RII�WDUJHW�SULPDU\�HFRQRPLF�GDWD�����,W�VKRXOG�EH�HVSHFLDOO\�QRWHG�KHUH�WKDW�'DYLG�%HWVRQ
V�VWXG\������DOWKRXJK�GRQH�WR�IXOILOO�UHTXLUHPHQWV�LQ�WKH�)DPLO\�6XSSRUW�$FW��LV�QR�H[FHSWLRQ��1R�QHZ�WHFKQLTXHV�ZHUH�GHYHORSHG�IRU�GLYLQLQJ�LQIRUPDWLRQ�PRUH�UHOHYDQW�WR�D�FKLOG�VXSSRUW�DZDUG�GHFLVLRQ��%HWVRQ
V�WDVN�
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ZDV�VLPSO\�WR�XSGDWH�ROG�LQIRUPDWLRQ�XVLQJ�LQIRUPDWLRQ�IURP�D�QHZHU�&RQVXPHU�([SHQGLWXUH�6XUYH\�FROOHFWHG�EHWZHHQ����������� +LV�UHSRUW�FRQWDLQV�D�ZLGH�UDQJH�RI��FRVW�RI�UDLVLQJ�FKLOGUHQ�HVWLPDWHV��DQG�QR�VROLG�VFLHQWLILF�EDVLV�IRU�SUHIHUULQJ�RQH�RYHU�DQRWKHU��%HWVRQ
V�GLVSOD\�RI�VXFK�D�ZLGH�UDQJH�RI�SRVVLEOH�HVWLPDWHV�IURP�WKH�VDPH�GDWD�VKRXOG�KDYH�EHHQ�VHHQ�DV�\HW�DQRWKHU�RI�WKH�VHYHUDO�YHU\�ORXG�DQG�REYLRXV�VLJQDOV�LQGLFDWLQJ�WKDW�VRPHWKLQJ�LV�DPLVV��7KLV�SRLQW�LV�VR�LPSRUWDQW�WKDW�LW
V�ZRUWK�D�VLPSOH�H[DPSOH�WR�EH�VXUH�QRQ�WHFKQLFDO�UHDGHUV�XQGHUVWDQG�ZKDW�LV�PHDQW�E\�DOO�WKLV��+HUH
V�D�VLPSOH�H[DPSOH��/HW
V�VD\�WKDW�RQ�DYHUDJH�IDPLOLHV�ZLWK�WZR�DGXOWV�DQG�RQH�FKLOG�DQG�DQ�DIWHU�WD[�GLVSRVDEOH�LQFRPH�RI���������SHU�\HDU�DFWXDOO\�VSHQG���������RQ��IDPLO\�VSHQGLQJ��WKDW
V�XVHG�LQ�D��FRVW�RI�UDLVLQJ�FKLOGUHQ�HVWLPDWH���)URP�WKDW�LQIRUPDWLRQ�\RX�DUH�DVNHG�WR�HVWLPDWH�KRZ�PXFK�RI�WKDW���������LV�VSHQW�RQ�WKH�FKLOG��2QH�HVWLPDWH�VWDUWV�E\�PDNLQJ�WKH�DUELWUDU\�FKRLFH�WKDW�RQH�WKLUG�RI�DOO�IDPLO\�VSHQGLQJ�LV�IRU�WKDW�FKLOG��'LYLGLQJ���������E\���JLYHV����������)ROORZLQJ�WKH�ORJLF�RI�%HWVRQ���:LOOLDPV�ZH�ZRXOG�VD\�WKDW�WKH�HVWLPDWH RI���������LQ�VSHQGLQJ�RQ�FKLOGUHQ�FDPH�IURP�WKH�GDWD�����������%XW�WKH�GDWD�KDG�OLWWOH�WR�GR�ZLWK�WKH�RXWFRPH��,I�ZH�KDG�ZDQWHG��������DV�WKH�UHVXOW�LQVWHDG�RI����������ZH�VLPSO\�ZRXOG�KDYH�VHOHFWHG�WKH�HVWLPDWLQJ�PHWKRG��GLYLGH�E\����LQVWHDG�RI�GLYLGLQJ�E\����7KH�DQVZHU�LV�PDQLSXODWHG�E\�WKH�PHWKRG�WKDW�LV�XVHG�IRU�HVWLPDWLQJ�ZKDW�LV�VSHQW�RQ�FKLOGUHQ��,I�ZH�DSSO\�WKH�VDPH��GLYLGH�E\���PHWKRG��WR�WRWDO�IDPLO\�H[SHQGLWXUH�RI���������SHU�\HDU�ZH�JHW���������SHU�\HDU��,W
V�DV�VLPSOH�DV�WKDW��%\�PDQLSXODWLQJ�WKH�PHWKRG�WKH�DQDO\VW�FDQ�JHW�DQ\�DQVZHUV�WKH\�FKRRVH�WR�JHW��1RWKLQJ�LQ�WKH�GDWD�LQGLFDWHV�ZKLFK�LV�WKH�ULJKW�RU�HYHQ�WKH�EHVW�FKRLFH��7KHUH�LV��DV�D�PDWWHU�RI�VFLHQWLILF�IDFW��QR�PHWKRG�VRSKLVWLFDWHG�HQRXJK�WR�GHULYH�LQIRUPDWLRQ�IURP�GDWD�WKDW�GRHVQ
W�FRQWDLQ�WKH�LQIRUPDWLRQ�\RX
UH�ORRNLQJ�IRU��:KHWKHU�LQ�REVFXUH�RU�REYLRXV�IRUP�WKH�LQIRUPDWLRQ�VRXJKW�PXVW�H[LVW�LQ�RUGHU�IRU�LW�WR�EH�IRXQG��7KH�KRO\�JUDLO��VR�WR�VSHDN��KRZ�PXFK�IDPLOLHV�VSHQG�RQ�FKLOGUHQ�LV�QRW�LQIRUPDWLRQ�WKDW�LV�IRXQG�LQ�WKH�GDWD�IURP�WKH�&RQVXPHU�([SHQGLWXUH�6XUYH\�DQG�LW�FDQQRW�EH�GHULYHG�IURP�WKDW�VRXUFH��,W�GHILQLWHO\�FDQ
W�DQG�HYHQ�LI�LW�FRXOG�EH�GHULYHG�IURP�VRPH�VRXUFH��WKDW�VWLOO�ZRXOGQ
W�DQVZHU�WKH�TXHVWLRQ�WKDW�QHHGV�WR�EH�DQVZHUHG�� KRZ�PXFK�VKRXOG�HDFK�FKLOG�VXSSRUW�DZDUG�EH":LOOLDPV�KDV�GHIHQGHG�KLV�XVH�RI�FKLOG�FRVW�HVWLPDWHV�SULPDULO\�E\�SRLQWLQJ�RXW�WKDW�VRPHRQH�HOVH�GLG�WKHP��)URP�WKH�EHJLQQLQJ��KH
V�EDVHG�KLV�PRGHO�RQ�WKH�ZRUN�RI�7KRPDV�(VSHQVKDGH����8SGDWHG��E\�%HWVRQ�LQ�UHIHUHQFH�WR�D�PRUH�UHFHQW�&RQVXPHU�([SHQGLWXUH�6XUYH\���(VSHQVKDGH
V�ZRUN�GLG�QRW�HPHUJH�ZLWKLQ�WKH�FRQWH[W�RI�PDLQVWUHDP�VFLHQWLILF�SURFHVV�DQG�ZDV�RQO\�D�UHFHQW�DGGLWLRQ�WR�FRPPHQWDU\�LQ�WKH�IRUP�RI�D�ERRN�SXEOLVKHG�E\�WKH�8UEDQ�,QVWLWXWH�3UHVV�������(VSHQVKDGH
V�HVWLPDWHV�RI�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�KDG�QRW�DQG�VWLOO�KDYH�QRW�EHHQ�WKURXJK�DQ\�YDOLGDWLRQ�SURFHVV�RU�HYHQ�VXEVWDQWLDO�DUJXPHQWDWLRQ�LQ�WKH�QRUPDO�FRXUVH�RI�IRUPDO�VFLHQWLILF�GLVFXVVLRQV��0RUHRYHU��(VSHQVKDGH
V��FRVW��HVWLPDWHV�ZHUH�LQ�QR�ZD\�UHODWHG�WR�WKH�TXHVWLRQ�RI�PDNLQJ�FKLOG�VXSSRUW�DZDUGV��3ROLWLFDO�XVH�KDV�EHHQ�PDGH�RI�WKH�IDFW�WKDW�(VSHQVKDGH
V�HVWLPDWHV�DUH�QRW�UHODWHG�WR�WKH�TXHVWLRQ��)RU�VHYHUDO�\HDUV��PDQ\�DQDO\VWV�KDYH�EHHQ�SRLQWLQJ�RXW�WKDW�LQWDFW�IDPLO\�VSHQGLQJ�KDV�QR�UHODWLRQVKLS�WR�SRVW�GLYRUFH�FLUFXPVWDQFHV��8VH�RI�VXFK�GDWD�FDQ�RQO\�OHDG�WR�DZDUGV�ZKLFK�DUH�UDQGRPO\�UHODWHG�WR�SRVW�GLYRUFH�IDPLO\�FLUFXPVWDQFHV�DQG�FKLOGUHQ
V�QHHGV��(VSHQVKDGH�KDG�QRW�PDGH�HVWLPDWHV�RI�VLQJOH�SDUHQW�VSHQGLQJ�EHFDXVH�KLV�VWXG\�GLG�QRW�FRQFHUQ�WKH�TXHVWLRQ�RI�PDNLQJ�D�FKLOG�VXSSRUW�DZDUG��8OWLPDWHO\��+HZLWW
V�VXJJHVWLRQ�LV�D�YHU\�UHDVRQDEOH�RQH��$GMXVWPHQWV�WR�WKH�QXPHULF�GDWD�DUH�EHVW�SURYLGHG�E\��XVHU�RSLQLRQ��IURP�WKRVH�ZKR�FDQ�GLUHFWO\�REVHUYH�WKH�UHVXOWV�RI�WKH�XVH�RI�WKH�JXLGHOLQHV�DQG�MXGJH�WKHP�DFFRUGLQJ�WR�WKHLU�DSSURSULDWHQHVV�LQ�GHDOLQJ�ZLWK�LQGLYLGXDO�VLWXDWLRQV�LQ�WKH�OLJKW�RI�WKH�SULQFLSOHV�RI�FKLOG�VXSSRUW�ODZ��7KLV�LV�H[DFWO\�WKH�ZD\�PDQ\�FKLOG�VXSSRUW�JXLGHOLQHV�ZHUH�HYROYLQJ�EHIRUH�WKH�IHGHUDO�JRYHUQPHQW�VWHSSHG�LQ�DQG�EHJDQ�PDQLSXODWLQJ�WKH�SURFHVV��:LOOLDPV
�PRGHO��RQ�WKH�RWKHU�KDQG��LV�HVWLPDWHG�WR�SURGXFH�DZDUGV�RQ�DYHUDJH����������KLJKHU�WKDQ�WKRVH�WKDW�ZHUH�EHLQJ�DZDUGHG�DFFRUGLQJ�WR�HVWDEOLVKHG�VWDWH�ODZV��7KDW
V�REYLRXVO\�D�FDVH�RI�VRPHRQH�EHLQJ�YHU\�JHQHURXV�ZLWK�RWKHU�SHRSOH
V�PRQH\��2QH�UHSRUW�E\�WKH�2&6(�DFWXDOO\�GRHV�SRLQW�WR�D SUREOHP�LQ�UHYLHZ�RI�:LOOLDPV
�EDVHG�JXLGHOLQHV��7KH�IROORZLQJ�VSHFLILF�FRPPHQWV�FDQ�EH�IRXQG�LQ�WKH�H[HFXWLYH�VXPPDU\�RI�YROXPH�,,�RI�WKH�UHSRUW�������6XUSULVLQJO\��IHZ�6WDWHV�UHYLHZHG�WKHLU�FRUH�JXLGHOLQH�PRGHO�RU�PHWKRGRORJ\��5DWKHU��JXLGHOLQH�UHYLHZV�IRFXVHG�RQ�LVVXHV�UHODWLQJ�WR�LQFRPH��DGMXVWPHQWV�WR�LQFRPH��DGMXVWPHQWV�WR�WKH�JXLGHOLQH�DPRXQW��DQG�GHYLDWLRQV�IURP�WKH�JXLGHOLQH�DPRXQW��,W�LV�VXUSULVLQJ�WKDW�WKH�2&6(�UHSRUWHUV�ILQG�WKLV�UHVXOW�VXUSULVLQJ��/HW
V�WDNH�D�VWHS�E\�VWHS�DSSURDFK��7KH�SROLF\�GLVFXVVLRQ�KDV�EHHQ�IRFXVHG�RQ�MXQN��HFRQRPLF�VWXGLHV��ZKLFK�LQ�WKHPVHOYHV�PHDQ�QRWKLQJ��(YHQ�LI�SURSHU�GDWD�H[LVWHG�VR�WKDW�D�ZRUWKZKLOH�VWDWLVWLFDO�VWXG\�FRXOG�EH�FDUULHG�RXW��WKHUH�ZRXOG�VWLOO�EH�LVVXHV�WR�FRQIURQW�RQ�WKH�VWUXFWXUH�DQG�SXUSRVH�RI�WKRVH�VWXGLHV��(YHQ�LI�ZH�GLG�KDYH�DQ�DSSURSULDWH�GDWD�VHW�WKHUH�ZRXOG�VWLOO�EH�D�IXQGDPHQWDO�SUREOHP��(FRQRPLF�VWXGLHV��HYHQ�JRRG�RQHV��FDQ�DW�WKH�YHU\�EHVW�SURYLGH�RQO\�RQH�HOHPHQW�LQ�SXWWLQJ�WRJHWKHU�D�ILQDO�JXLGHOLQH�DQG�XVLQJ�LW�SURSHUO\��(YHQ�LI�ZH�KDG�WKH�SHUIHFW�GDWD�VHW��WKHUH�LV�QR�VWDWLVWLFDO�IRUPXOD�IRU�H[WUDFWLQJ�FKLOG�VXSSRUW�SROLF\�IURP�VSHQGLQJ�GDWD��7KDW�LV��WKH�VWDWH�PXVW�ILUVW�GHFLGH�ZKDW�LWV�FKLOG�VXSSRUW�SROLF\�ZLOO�EH��<HW��WKH�GLVWUDFWLRQ�FDXVHG�E\�WKH�IRFXV�RQ�VR�FDOOHG��HFRQRPLF�VWXGLHV��KDV�SUHYHQWHG�UHDVRQDEOH�DQG�PXFK�QHHGHG�GLVFXVVLRQ�DERXW�FKLOG�VXSSRUW�SROLF\��5REHUW�:LOOLDPV
�LQYROYHPHQW�LQ�FKLOG�VXSSRUW�LVVXHV�FRLQFLGHV�ZLWK�WKH�IRUPDWLRQ RI�KLV�FRPSDQ\��3ROLF\�6WXGLHV�,QF��LQ�������:H�ILQG�QR�UHFRUG�RI�KLV�LQYROYHPHQW�LQ�IDPLO\�TXHVWLRQV��QR�KLVWRU\�RI�DFDGHPLF�DFKLHYHPHQW�LQ�WKH�ILHOG�RU�HYHQ�HYLGHQFH�WKDW�KH
V�TXDOLILHG�WR�GHDO�ZLWK�FRPSOLFDWHG�SROLF\���GHVLJQ�LVVXHV��+H�FDPH�IURP�QRZKHUH�LQ�WKH�PLG�����V�DV�WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW
V�FKRLFH�WR�SURYLGH�WHFKQLFDO�DVVLVWDQFH�WR�WKH�VWDWHV�LQ�GHYHORSLQJ�FKLOG�VXSSRUW�JXLGHOLQHV�DQG�ZDV�DEOH�WR�SURYLGH�QRWKLQJ�H[FHSW�H[WUHPH�SROLF\�YLHZV��:LWKRXW�KDYLQJ�DQ\�OHJDO�DXWKRULW\��RU D�ORJLFDO�RU�VFLHQWLILF�EDVLV�IRU�KLV�UHFRPPHQGDWLRQV��KH�KDV�WR�D�YHU\�JUHDW�H[WHQW�GLFWDWHG�FKLOG�VXSSRUW�SROLF\�LQ�DOO�VWDWHV�HYHU�VLQFH��0RVW�GLVWXUELQJ�RI�DOO�LV�WKDW�KLV�EXVLQHVV�RSHUDWLRQV�LQFOXGH�D�FROOHFWLRQ�FRPSDQ\�WKDW�WDNHV�D�SHUFHQWDJH�RI�WKH DPRXQW�RI�FKLOG�VXSSRUW�SDLG��0U��:LOOLDPV�WKHUHIRUH�KDV�D�GLUHFW�ILQDQFLDO�LQWHUHVW�LQ�LQFUHDVLQJ�DZDUG�DPRXQWV��/HJDO�&RQVWUXFWLRQ
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5DWKHU�WKDQ�IRUFLQJ�FRPSOLDQFH�ZLWK�D�SRRUO\�GHVLJQHG�IRUPXOD�E\�PDQGDWLQJ�DFFHSWDQFH�RI�LWV�IODZV��WKH�KRQHVW�FRXUVH�LV�WR�H[SRVH�WKH�PHFKDQLFV�FRQVWDQWO\�WR�HYHU\�OHJDO�WHVW�DQG�E\�WKDW�DSSURDFK�IRUFH�LPSURYHPHQW�RI�D�IRUPXOD�DQG�LWV�XVH��7KHUH�LV�QR�H[DPSOH�RI�D�VWDWH�VWDWXWH�WKDW�GHILQHV�FKLOG�VXSSRUW�LQGHSHQGHQWO\�RI�WKH�FDOFXODWLRQV�XVHG WR�GHWHUPLQH�D�VWDQGDUG�DZDUG���&RQILUPHG�E\�2&6(�LQ��������7KLV�LV�D�YHU\�VHULRXV�VLWXDWLRQ��7KHUH�LV�DEVROXWHO\�QR�ZD\�WKDW�VWDWHV�FDQ�EH�LQ�FRPSOLDQFH�ZLWK�WKH�UHTXLUHPHQWV�RI�IHGHUDO�ODZ�ZLWKRXW�KDYLQJ�D�FOHDU�VWDWXWRU\�GHILQLWLRQ�RI�FKLOG�VXSSRUW�������7KH�ODZ�UHTXLUHV�WKDW�DZDUGV�GHWHUPLQHG�E\�WKH�DSSOLFDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�EH�UHEXWWDEOH��7KH�IHGHUDO�ODZ�VSHFLILHV���$�ZULWWHQ�ILQGLQJ�RU�VSHFLILF�ILQGLQJ�RQ�WKH�UHFRUG�WKDW�WKH�DSSOLFDWLRQ�RI�WKH�JXLGHOLQHV�ZRXOG EH�XQMXVW�RU�LQDSSURSULDWH�LQ�D�SDUWLFXODU�FDVH�DV�GHWHUPLQHG�XQGHU�FULWHULD�HVWDEOLVKHG�E\�WKH�6WDWH��VKDOO�EH�VXIILFLHQW�WR�UHEXW�WKH�SUHVXPSWLRQ�LQ�WKDW�FDVH���,W�IXUWKHU�VSHFLILHV�WKDW�JXLGHOLQHV��VKDOO�EH�UHYLHZHG�DW�OHDVW�RQFH�HYHU\���\HDUV�WR�HQVXUH�WKDW�WKHLU�DSSOLFDWLRQ�UHVXOWV�LQ�WKH�GHWHUPLQDWLRQ�RI�DSSURSULDWH�FKLOG�VXSSRUW�DZDUG�DPRXQWV���,W�LV�LPSRVVLEOH�WR�PHHW�HLWKHU�RI�WKHVH�UHTXLUHPHQWV�ZLWKRXW�KDYLQJ�D�OHJDOO\�HVWDEOLVKHG�GHILQLWLRQ��$�VSHFLILF��PHDQLQJIXO��VWDWXWRU\�GHILQLWLRQ�LV�WKH�RQO\�PHFKDQLVP�WKDW�FDQ�SURYLGH�OLWLJDQWV�LQ�HYHU\�FDVH�ZLWK�FULWHULD�WR�GHWHUPLQH�ZKHWKHU�WKH�SUHVXPSWLYH�DZDUG�LV�MXVW�DQG�DSSURSULDWH��,W�LV�DOVR�LPSRVVLEOH�WR�GHWHUPLQH�ZKHWKHU�WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV�JHQHUDOO\�UHVXOW�LQ�DSSURSULDWH�DZDUG�DPRXQWVZLWKRXW�KDYLQJ�D�GHILQLWLRQ�DV�D�EDVLV�IRU�WKH�GHWHUPLQDWLRQ��7KH�DUELWUDU\�QDWXUH�RI�FXUUHQW�FKLOG�VXSSRUW�SROLF\�KDV�LWV�URRWV�LQ�WKH�WHQGHQF\�RI�IHGHUDOO\�GHVLJQDWHG�DQDO\VWV�WR�ORRN�IRU�DQVZHUV�LQ�ZD\V�LQ�ZKLFK�DQVZHUV�FDQQRW�EH�IRXQG��$ERYH��:LOOLDPV
�DSSURDFK�UHVWV�RQ�GDWD�WKDW�GRHV�QRW�FRQWDLQ�WKH�LQIRUPDWLRQ�KH�VHHNV��:H
YH�QRWLFHG�D�VLPLODU�SUREOHP�LQ�WKH�PRUH�JHQHUDO�GLVFXVVLRQ�RQ�ZKDW�D��MXVW�DQG�DSSURSULDWH��FKLOG�VXSSRUW�DZDUG�PLJKW�EH��:H
YH�VHHQ�WKLV�LVVXH�VKLIW�WR�WKH�JHQHUDO�TXHVWLRQ�RI��IDLUQHVV��DQG�WKHQ��IDLUQHVV��GHILQHG�DV�DQ�XQUHVROYDEOH�FRQIOLFW��6SHFLILFDOO\��ZH
YH�UHSHDWHGO\�KHDUG��IDLUQHVV��GLVFXVVHG�DV�WKH�FRQGLWLRQ�WKDW�HYHU\RQH�JHWV�HYHU\WKLQJ�WKH\�ZDQW��*LYHQ�WKDW�WKH�IXQGDPHQWDO�SXUSRVH�RI�WKH�FRXUW�LQ�PDQ\�FKLOG�VXSSRUW�FDVHV�LV�WR�VHWWOH�GLVDJUHHPHQW��LW
V�TXLWH�FOHDU�WKDW�WKLV�YLHZ�ZLOO�QRW�\LHOG�D�JHQHUDO�VROXWLRQ��:H�KDYH�QRW�KHDUG�RI�DQ\�FUHGLEOH�DUJXPHQW��QRU�GR�ZH�HYHU�H[SHFW�WR��WKDW�IDLUQHVV�GRHV�QRW�ILUVW�UHTXLUH�GHILQLQJ�ZKDW�LV�EHLQJ�GRQH��1R�MXGJPHQW�FDQ�EH�PDGH�DERXW�ZKDW�LV�IDLU�XQOHVV�WKHUH�LV�D�VSHFLILF�XQGHUVWDQGLQJ�RI�ZKDW�D�FKLOG�VXSSRUW�DZDUG�LV�VXSSRVHG�WR�EH��:H�FDQ�VHH�LQ�VWDWH�ODZV�WKDW�H[LVWHG�SULRU�WR�WKH�IHGHUDO�JRYHUQPHQW
V�HQFRXUDJHPHQW�WR�XVH�SUHVXPSWLYH�IRUPXODH�WKDW�WKLV�SULQFLSOH�RI�OHJDO�FRQVWUXFWLRQ�ZDV�ZHOO�XQGHUVWRRG��,W�LV�DOVR�DSSDUHQW�WKDW�WKH�ODZ�PXVW�DOVR�PDNH�D�UHODWLRQDO�VWDWHPHQW�DERXW�WKH�REOLJDWLRQV�RI�WKH�SDUHQWV�DQG�SURYLGH�WKH�FRXUWV�ZLWK�WKH�SURSHU�DXWKRULW\�WR�FRQVLGHU�DOO�UHOHYDQW�IDFWRUV�EHIRUH�PDNLQJ�D�ILQDO�MXGJPHQW��,Q�D������FRQIHUHQFH�SDSHU��D�VWHS�E\�VWHS�OLVW�ZDV�SURYLGHG�IRU�GHYHORSPHQW�RI�D�ZHOO�LQWHJUDWHG�FKLOG�VXSSRUW�SROLF\���:HOO�LQWHJUDWHG��SROLF\�EHJLQV�ZLWK�D�FKLOG�VXSSRUW�SROLF\�SXW�LQ�SODFH�E\�D�VWDWH�OHJLVODWXUH��&KLOG�VXSSRUW�JXLGHOLQHV�DUH�WKHQ�GHYHORSHG�WR�FRUUHVSRQG�WR�WKH�VWDWH
V�OHJDOO\�HVWDEOLVKHG�SROLF\��7KH�RYHUDOO�SURFHVV�LV�RQH�LQ�ZKLFK�JXLGHOLQH�HQJLQHHULQJ�LV�LQWHJUDWHG�ZLWK�WKH�ZHOO�HVWDEOLVKHG�WUDGLWLRQDO�SURFHVV�RI�OHJDO�FRQVWUXFWLRQ�������$�UHDVRQDEO\�EURDG�VXUYH\�RI�VWDWH�FKLOG�VXSSRUW�VWDWXWHV�ZDV�PDGH��2I�QHFHVVLW\��WKH�ODZV�VXUYH\HG�ZKHUH�WKRVH�ZKLFK�ZHUH�LQ�SODFH�SULRU�WR�WKH�GDWH�WKH�IHGHUDO�PDQGDWH�IRU�XVH�RI�FKLOG�VXSSRUW�IRUPXODH�WRRN�HIIHFW��:KDW�ZDV�QHHGHG�ZDV�WKH�HVVHQWLDOV�RI�ZHOO�HVWDEOLVKHG�GHILQLWLRQV��UHOHYDQW�GRFWULQH��DQG�DQ�XQGHUVWDQGLQJ�RI�WKH�OHJDOO\�HVWDEOLVKHG�FRQVLGHUDWLRQV�LQ�FKLOG�VXSSRUW�DZDUG�GHFLVLRQ�PDNLQJ��7KH�VXUYH\�LQFOXGHG�UHYLHZ�RI�VRPH�LPSRUWDQW�FDVH�ODZ��7KH�PRGHO�FKLOG�VXSSRUW�VWDWXWH�JLYHQ�EHORZ�LV�EDVHG�GLUHFWO\�RQ�WKH�2UHJRQ�FKLOG�VXSSRUW�VWDWXWHV�DQG�FRQWDLQV�PXFK�RI�WKH�RULJLQDO�ODQJXDJH��,W�LV�W\SLFDO�RI�PDQ\�VWDWH�FKLOG�VXSSRUW�VWDWXWHV�WKDW�ZHUH�LQ�SODFH�SULRU�WR�������7KH�ZRUN�ZDV�IDFLOLWDWHG�E\�WKH�6PLWK FDVH���7KLV�EURXJKW�D�JUHDW�GHDO�RI�GHWDLOHG�XQGHUVWDQGLQJ�DQG�FODULW\�WR�WKH�HVWDEOLVKHG�ODZ�WKDW�ZRXOG�QRW�KDYH�H[LVWHG�VLPSO\�IURP�UHDGLQJ�WKH�VWDWXWH�DQG�UHYLHZLQJ�D�IHZ�OHVV�FRPSUHKHQVLYH�GHFLVLRQV��7KH�TXHVWLRQ�LQ�6PLWK ZDV�LQ�IDFW�WKH�DSSURSULDWH�XVH�RI�FKLOG�VXSSRUW�IRUPXODH��PDNLQJ�LW�WKH�SHUIHFW�FDVH�VWXG\��HVSHFLDOO\�VLQFH�WKH�MXGJHV�FKRVH�WKH�RFFDVLRQ�WR�SURYLGH�WKHLU�PRVW�H[WHQVLYH�GLVFXVVLRQ�RQ�FKLOG�VXSSRUW�ODZ��7KH�LQFOXVLRQ�RI�WKH�SUHVXPSWLYH�XVH�RI�D�FKLOG�VXSSRUW�JXLGHOLQH��UHEXWWDEOH��H[SOLFLWO\�EULQJV�WKH�VWDWXWH�LQWR�SHUIHFW�FRPSOLDQFH�ZLWK�IHGHUDO�UHTXLUHPHQWV��,Q�RUGHU�WR�PDNH�WKH�WUDQVIRUPDWLRQ�IURP�WUDGLWLRQDO�OHJDO�SULQFLSOHV�WR�WKH�SURFHVV�RI�IRUPXODWLQJ�D�PDWKHPDWLFDO�PRGHO��D�VHW�RI�FRQFUHWH�VWDWHPHQWV�ZDV�H[WUDFWHG�DQG�RUJDQL]HG�LQ�D�ZD\�WKDW�LV�FRQYHQLHQW�IRU�D�ORJLVWLFLDQ���PDWKHPDWLFLDQ��:ULWLQJ�DV�ORJLVWLFLDQ��WKH�EDVLF�HOHPHQWV�RI�DQ\�YDOLG�FKLOG�VXSSRUW�ODZ���IRUPXOD�DUH�GHVFULEHG�EHORZ�DV�WKH��IXQGDPHQWDO�ODZV�RI�FKLOG�VXSSRUW���
$��)XQGDPHQWDO�ODZV�RI�FKLOG�VXSSRUW���&KLOG�VXSSRUW�LV�IRU�WKH�FDUH�DQG�PDLQWHQDQFH�RI�FKLOGUHQ�����%RWK�SDUHQWV�KDYH�DQ�HTXDO�GXW\�WR�VXSSRUW�WKHLU�FKLOGUHQ����$OO�UHOHYDQW�FLUFXPVWDQWLDO�LQIRUPDWLRQ�PD\�DIIHFW�WKH�DPRXQW�RI�WKH�DZDUG��7KHVH��IXQGDPHQWDO�ODZV��DUH�W\SLFDOO\�IRXQG�LQ�WUDGLWLRQDO�FKLOG�VXSSRUW�VWDWXWHV��7KH��ILUVW�ODZ��VHHPV�DOPRVW�WULYLDO��EXW�LW�LV�HVVHQWLDO�WR�EXLOG�XSRQ�D�EDVLF�VWDWHPHQW�RI�SXUSRVH��:LWKRXW�VXFK�D�EDVLF�GHILQLQJ�VWDWHPHQW��DOO�HOVH�LV�DUELWUDU\��7KH��VHFRQG�ODZ��ZDV�RULJLQDOO\�IRXQG�LQ�D�VHSDUDWH�VWDWXWH�������/RJLFDOO\��RQFH�RQH�GHFLGHV�ZKDW�FKLOG�VXSSRUW�LV��RQH�PXVW�DOVR�GHFLGH�ZKR�LV�UHVSRQVLEOH�IRU�SD\LQJ�LW��:H
YH�QRW�IRXQG�DQ\�UHDVRQ�WR�GRXEW�WKH�ZLVGRP�RI�WKRVH�FRPPHQWDWRUV�ZKR�LQVLVW�WKDW��HTXDO�GXW\��LV�&RQVWLWXWLRQDOO\�PDQGDWHG�������7KH�QHFHVVLW\�RI�WKH��WKLUG�ODZ��FDQ�HDVLO\�EH�H[SODLQHG�IURP�FRQVLGHUDWLRQ�RI�WKH�VHFRQG��$OWKRXJK�ERWK�SDUHQWV�KDYH�DQ��HTXDO�GXW\��WR�VXSSRUW�WKHLU�FKLOGUHQ��LW�KDV�QHYHU�EHHQ�KHOG�WKDW�HDFK�SDUHQW�PXVW�SD\�DQ�HTXDO�DPRXQW�WRZDUG�VXSSRUW��+RZ�PXFK�HDFK�SDUHQW�VKRXOG�FRQWULEXWH�LV�GHWHUPLQHG�E\�WKH�FDUHIXO�FRQVLGHUDWLRQ�RI�WKH�FLUFXPVWDQFHV�RI�HDFK�SDUHQW��7KLV�WKLUG�ODZ�GHWHUPLQHV�HDFK�SDUHQW
V�DELOLW\�WR�SD\��ZKDW�WKH�FKLOGUHQ�KDYH�DOUHDG\�RU�QHHG�WR�EH�VXSSOLHG�LQ�ERWK�KRXVHKROGV�IRU�WKHLU�SK\VLFDO�VXSSRUW��DPRQJVW�RWKHU�WKLQJV��7KHUH�LV�QR�ZD\�WR�SURGXFH�UHVXOWV�FRQIRUPLQJ�WR�WKH��VHFRQG�ODZ��ZLWKRXW�DSSOLFDWLRQ�RI�WKH��WKLUG�ODZ���,Q�WKH�HQG��WKH�EHVW�GHFLVLRQ�FDQ�RQO\�FRPH�IURP�UHDVRQDEOH�FRQVLGHUDWLRQ�RI�WKH�FLUFXPVWDQFHV�RI�HDFK�SDUHQW�DQG�WKH�QHHGV�RI�WKHLU�FKLOGUHQ�������
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,W�LV�QRW�WKH�SXUSRVH�RI�WKLV�DUWLFOH�WR�GRFXPHQW�D�IXOO�GHWDLOHG�H[SDQVLRQ�RI�WKH�PRGHUQ�PDWKHPDWLFV�RI�FKLOG�VXSSRUW��,Q�WKH�WUDGLWLRQDO�SURFHVV��LQWHUSUHWDWLRQ�DQG�GHWDLOHG�H[SDQVLRQ�RI�WKH�UXOH�RI�ODZ�ZDV��RI�SUDFWLFDO�QHFHVVLW\��OHIW�WR�WKH�FRXUWV��%\�SURYLGLQJ�D�VWDWXWH�WKDW�UHVHPEOHV�WUDGLWLRQDO�VWDWH�ODZ��WKH�OHJLVODWXUH�RIIHUV�WKH�VWDWH�FRXUWV�WKH�EHQHILW�RI�WKH�GHFDGHV�RI�OHJDO�GHYHORSPHQW�WKDW�SUHFHGHG�WKH�)DPLO\�6XSSRUW�$FW�RI�������$V�VKRZQ�E\�WKH�PRGHO�VWDWXWH�EHORZ��LW�LV�D�UDWKHU�VLPSOH�PDWWHU�WR�PRGLI\�WKH�VWDWXWH�WR�FRPSO\�ZLWK�FXUUHQW�IHGHUDO�UHTXLUHPHQWV��%XW�WKH�GLVFXVVLRQ�DERYH�GRHV�FDUU\�ZLWK�LW�WKH�LQWHQW�WR�DUJXH�WKDW�WKLV�LV�WKH�RQO\�SURSHU�ZD\�WR�FRQVWUXFW�FKLOG VXSSRUW�ODZ��7KH�WKUHH��IXQGDPHQWDO�ODZV��DUH�HVVHQWLDO�WR�DQ\�YDOLG�FKLOG�VXSSRUW�VWDWXWH�DQG�WR�DQ\�YDOLG�FKLOG�VXSSRUW�IRUPXOD�DV�ZHOO��,W�LV�RXU�RSLQLRQ�WKDW�&RQVWLWXWLRQDOO\�DFFHSWDEOH�FKLOG�VXSSRUW�ODZ�FDQQRW�EH�FRQVWUXFWHG�ZLWKRXW�WKH�FHQWUDO�LQFOXVLRQ�RI�WKH�WKUHH��IXQGDPHQWDO�ODZV��JLYHQ�DERYH��6WDWH�FKLOG�VXSSRUW�SROLF\�PXVW�FRQVLVW�RI�WKHVH�WKUHH��IXQGDPHQWDO�ODZV���3URSHU�LPSOHPHQWDWLRQ�RI�IHGHUDO�ODZ��UHTXLULQJ�SURFHGXUHV�WKDW�UHVXOW�LQ�D��MXVW�DQG�DSSURSULDWH�DZDUG�LQ�HDFK�FDVH��DV�ZHOO�DV�UHTXLULQJ�SHULRGLF�UHYLHZ�WR�DVVXUH�WKDW�WKH�XVH�RI�FKLOG�VXSSRUW�JXLGHOLQHV�UHVXOWV�LQ�D��MXVW�DQG�DSSURSULDWH�DZDUG�LQ�HDFK�FDVH���VKRXOG�OHDG�VWDWHV�WR�LPSURYH�WKHLU�JXLGHOLQHV��(DFK�FDVH�SURYLGHV�DQ�RSSRUWXQLW\�WR�OHDUQ�DERXW�WKH�ZHDNQHVVHV�LQ�WKH�GHVLJQ�RI�D�FKLOG�VXSSRUW�JXLGHOLQH��$W�WKH�YHU\�OHDVW��HDFK�UHTXLUHG�SHULRGLF�UHYLHZ�RIIHUV�DQRWKHU�RSSRUWXQLW\�WR�LPSURYH�WKH�GHVLJQ�RI�WKH�JXLGHOLQHV�LQ�OLJKW�RI�ZKDW�KDV�EHHQ�OHDUQHG�IURP�H[SHULHQFH��,I�WKLV�SURFHGXUH�LV�IROORZHG��LW�LV�UHDVRQDEOH�WR�H[SHFW�WKDW�WKH�QHHG�IRU�GHYLDWLRQ�IURP�JXLGHOLQHV�ZLOO�EH�UHGXFHG�RYHU�WLPH�VR�ORQJ�DV�WKH�QHHG�IRU�GHYLDWLRQ�LV�UHYLHZHG�DQG�WKDW�LQIRUPDWLRQ�LV�XVHG�WR�LPSURYH�JXLGHOLQH�GHVLJQ��&XUUHQWO\�WKH�LQFLGHQFH�RI�GHYLDWLRQV�LV�UHGXFHG�VLPSO\�E\�LJQRULQJ�IODZV�LQ�WKH�JXLGHOLQHV�DQG�LQDSSURSULDWH�UHVXOWV��,QVWHDG��LW�LV�UHFRPPHQGHG�WKDW�FDVH�H[SHULHQFH�EH�XVHG�WR�GLUHFW�SUHVVXUH�WRZDUG�LPSURYLQJ�WKH�TXDOLW\�RI�FKLOG�VXSSRUW�JXLGHOLQHV�DQG�WKXV�UHGXFH�WKH�QHHG�IRU�GHYLDWLRQ�E\�LPSURYLQJ�WKH�TXDOLW\�RI�WKH�UHVXOWV�WKH\ SURGXFH��7KH�1XPHULF�&RPSRQHQW$ERYH��LW�KDV�EHHQ�SRLQWHG�RXW�WKDW�WKHUH�LV�DW�SUHVHQW�QR�QDWLRQDO�GDWD�EDVH�ZKLFK�SURYLGHV�VXIILFLHQW�LQIRUPDWLRQ�RQ�SDUHQWDO�H[SHQGLWXUHV�RQ�FKLOGUHQ��<HW��ZH�NQRZ�WKDW�H[SHFWHG�H[SHQGLWXUH RQ�FKLOGUHQ�LV�RQH�RI�WKH�NH\�TXHVWLRQV�LQ�PDNLQJ�DQ�DZDUG��7UDGLWLRQDOO\��WKH�FRXUWV�ZRXOG�DWWHPSW�WR�GHWHUPLQH�ZKDW�KDG�KLVWRULFDOO\�VSHQW�DQG�LQ�HIIHFW�DWWHPSW�WR�SUHGLFW�VSHQGLQJ�RQ�FKLOGUHQ�LQ�WKH�IXWXUH��7KLV�SURFHVV�RI�FRXUVH��OHG�FRXUWV�DQG�EDU�DVVRFLDWLRQ�JURXSV�WR�GHYHORS�WDEOHV�IURP�ZKLFK�RQH�FRXOG�TXLFNO\�DQG�FRQVLVWHQWO\�GHWHUPLQH�D��UHDVRQDEOH�DPRXQW��LQ�RUGHU�WR�DFKLHYH�EHWWHU�UHVXOWV�PRUH�HIILFLHQWO\�LQ�GHDOLQJ�ZLWK�WKLV�VSHFLILF�SDUW�RI�WKH�FKLOG�VXSSRUW�DZDUG�TXHVWLRQ��,Q�WKH�VHFWLRQ�DERYH�ZKLFK�H[SODLQV�RQH�RI�WKH�PDMRU�IDXOWV�RI�WKH�SRSXODU�:LOOLDPV
�DSSURDFK��:LOOLDP�+HZLWW��D�UHVHDUFKHU�LQ�:DVKLQJWRQ�6WDWH��LV�TXRWHG�DV�SRLQWLQJ�RXW�WKDW��XVHU�RSLQLRQ��LV�OLNHO\�WR�SURYLGH�WKH�EHVW�LPSURYHPHQWV�WR�WKH�QXPHULF�WDEOH��,W�VHHPV�DSSDUHQW WKDW�WKRVH�ZKR�DUH�H[SHULHQFHG�LQ�WKH�GLUHFW�DSSOLFDWLRQ�RI�JXLGHOLQHV�FDQ�EHVW�FRQWULEXWH�WR�WKHLU�LPSURYHPHQW��1RQHWKHOHVV��WKHUH�DUH�LPSRUWDQW�FRQFOXVLRQV�WKDW�EDVLF�UHVHDUFK�FDQ�SURYLGH��6SHQGLQJ�RQ�FKLOGUHQ�LQ�VSOLW�KRXVHKROGV�KDV�D�UDQGRP�UHODWLRQVKLS�WR�WKH�FRPELQHG�LQFRPH�RI�WKH�SDUHQWV��7KH�LQFRPH�RI�ERWK�SDUHQWV�FDQ�EH�DSSURSULDWHO\�FRQVLGHUHG�LQ�WKH�DZDUG�GHFLVLRQ�RQO\�LI�WKDW�FRQVLGHUDWLRQ�LV�FRQVLVWHQW�ZLWK�WKH�IDFW�WKDW�WKH�SDUHQWV�GR�QRW�OLYH�WRJHWKHU�DQG�WKHUHIRUH�GR�QRW�XVH�WKHLU�LQFRPH�MRLQWO\��7KH�RQO\�DSSURDFK�WKDW�SURYLGHV�DQ�DSSURSULDWH�RXWFRPH�EHJLQV�ZLWK�FRQVLGHUDWLRQ�RI�WKH�ILQDQFLDO�FLUFXPVWDQFHV�LQ�WKH�FXVWRGLDO�SDUHQW�KRPH��7KH�IXOO�HIIHFW�RI�QRQ�FXVWRGLDO�LQFRPH�FDQ�SURSHUO\�EH�LQFOXGHG�LQ�WKH�GHWDLOHG�PDWKHPDWLFDO�PRGHO��EXW�QRW�E\�D�QXPHULF�WDEOH�ZLWK�YDOXHV�UHODWHG�WR�FRPELQHG�SDUHQWDO�LQFRPH��5HJDUGOHVV�RI�ZKDW�D�IUHVKPDQ�HFRQRPLFV�WH[WERRN�PLJKW�VD\���DELOLW\�WR�SD\��LV�QRW�HTXDO�WR�LQFRPH��7UDGLWLRQDO�VWDWXWHV�DQG�FDVH�ODZ�SURYLGHG�WKDW�RQH�RI�WKH�LPSRUWDQW�GHWHUPLQLQJ�IDFWRUV�LQ�WKH�DZDUG�RI�FKLOG�VXSSRUW�LV�WKH�SDUHQWV
�UHODWLYH�DELOLW\�WR�SD\��&RXUWV�DOVR�FRQFOXGHG��RQ�EDVLF�OHJDO�JURXQGV��WKDW�VR�PXFK�FRXOG�QRW�EH�WDNHQ�IURP�WKH�SHUVRQ�RUGHUHG�WR�SD\�VXSSRUW�WKDW�WKH\�DUH�XQDEOH�WR�VXSSRUW�WKHPVHOYHV��0DWKHPDWLFDO�VWXG\�KDV�VKRZQ�WKDW�WKHUH�LV�QR�FRQVLVWHQF\�RI�ORJLF�XQOHVV�WKLV�UXOH�LV�DOVR�DSSOLHG�WR�WKH�LQFRPH�RI�WKH�FXVWRGLDO�SDUHQW��,W�LV�DOVR�DSSDUHQW�IURP�WKLV�VWXG\�WKDW�FKLOGUHQ�DUH�EHVW�SURWHFWHG�DJDLQVW�LQDGHTXDWH�DZDUG�OHYHOV�ZKHQ�SDUHQWDO�LQFRPH�LV�UHGXFHG E\�DGXOW�QHHGV�DQG�WKH�UHPDLQGHU�LV�WDNHQ�DV��DELOLW\�WR�SD\���7KLV�YLHZ�RI��DELOLW\�WR�SD\��KDV�EHHQ�LQYHVWLJDWHG�E\�RWKHUV�DV�ZHOO��DQG�ZDV�DSSOLHG�LQ�WKH�0HOVRQ�IRUPXOD�XVHG�LQ�VHYHUDO�6WDWHV��8QXVXDO�FDVH�FLUFXPVWDQFHV��WKRVH�ZKLFK�GHYLDWH�IURP�WKH�FLUFXPVWDQFHV�SUHVXPHG�LQ�GHYHORSLQJ�WKH�JXLGHOLQH��FDQQRW�EH�DGHTXDWHO\�FRQVLGHUHG�XQOHVV�WKH�QXPHULF�WDEOH�LV�FDWHJRULFDOO\�GLYLGHG��IRRG��FORWKLQJ��VKHOWHU��WUDQVSRUWDWLRQ��HQWHUWDLQPHQW��HWF���7KH�6WDWH�RI�9HUPRQW�WULHG�FDWHJRULFDO�GLYLVLRQ�ZLWK�D�SUHVXPSWLYH�FKLOG�VXSSRUW�IRUPXOD��7KH�H[SHULPHQW�ZDV�WULHG�HDUO\�WKLV�GHFDGH�ZKHQ�VXSSRUW�IRU�IRUFLQJ�DQ�RYHUO\�VLPSOH�VWDWLVWLFDO�FRQVLVWHQF\�LQ�DZDUGV�ZDV�SDUWLFXODUO\�KLJK��7KH�6WDWH�TXLFNO\�DEDQGRQHG�WKLV�IHDWXUH�ZKHQ�LW�SURGXFHG�D�PXFK�KLJKHU�QXPEHU�RI�GHYLDWLRQV��7KLV�H[SHULHQFH�LOOXVWUDWHG�WKH�SRRU�TXDOLW\�RI�WKH�GHVLJQ�RI�WKHLU�IRUPXOD��ZKLFK�KDSSHQHG�WR�KDYH�EHHQ�D�YHUVLRQ�RI�:LOOLDPV
�,QFRPH�6KDUHV�PRGHO��$V�VWDWHG�DERYH��WKH�DFFHSWDEOH�DSSURDFK�LV�WR�DOORZ�VXFK�SUREOHPV�WR�IRUFH�LPSURYHPHQW�LQ�WKH�GHVLJQ�RI�WKH�JXLGHOLQHV��5HTXLUHG�5HYLHZ,W�LV�DSSDUHQW�IURP�WKH�2&6(�UHSRUW�PHQWLRQHG�DERYH�DQG�IURP�RXU�RZQ�GLVFXVVLRQV�ZLWK�SHRSOH�DURXQG�WKH�FRXQWU\�WKDW�PRVW�VWDWHV�KDYH�QRW�FDUULHG�RXW�DQ\�PHDQLQJIXO�VWUXFWXUHG�UHYLHZ�SURFHVV��0RVW�VWDWHV�DUH�VLPSO\�UHSHDWLQJ�WKH�SROLWLFDO�SURFHVV�WKH\�EHJDQ�ZLWK��6XSSOHPHQWDU\�WR�WKDW��5REHUW�:LOOOLDPV�KDV�EHHQ�PDNLQJ�DSSHDUDQFHV�WR�UHDVVHUW�KLV�SHUVRQDO�VXSSRUW�IRU�KLV�RZQ�SROLF\�SUHIHUHQFHV��2QH�WKLQJ�WKDW�ZRXOG�LPSURYH�WKH�UHYLHZ�SURFHVV�WUHPHQGRXVO\�ZRXOG�EH�WR�DFWXDOO\�KDYH�D�FKLOG�VXSSRUW�SROLF\��,Q�)LW]JHUDOG��FLWHG�DERYH��WKH�&RXUW�FKDUDFWHUL]HV�WKH�OLWLJDQWV�YLHZ�LQ�WU\LQJ�WR�H[HUFLVH�WKH�ULJKW�RI�UHEXWWDO�WR�WKH�SUHVXPSWLRQ�WKDW�WKH�JXLGHOLQH�DPRXQW�LV�FRUUHFW��:LWKRXW�DQ�H[SOLFLW�DQG�FOHDU�FRQFHSWXDO�EDVLV�IRU�WKH�DZDUG�D�OLWLJDQW�DWWHPSWLQJ�WR�UHEXW�WKH�SUHVXPSWLYH�DPRXQW�RQ�WKH�EDVLV�WKDW�LW�LV�XQMXVW�RU�LQDSSURSULDWH�PXVW�GR�VR�ZLWKRXW�NQRZLQJ�ZKDW�MXVW�DQG�DSSURSULDWH�PHDQV���2EYLRXVO\�LPSRVVLEOH��DQG�WKXV�XQFRQVWLWXWLRQDO���
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7KH�VDPH�VLWXDWLRQ�REYLRXVO\�H[LVWV�LQ�UHJDUG�WR�VWDWH�UHYLHZ�RI�FKLOG�VXSSRUW�JXLGHOLQHV��)HGHUDO�ODZ�UHTXLUHV�UHYLHZV�EH�FRQGXFWHG�WR�DVVXUH�WKDW�DSSOLFDWLRQ�RI�D�JXLGHOLQH�UHVXOWV�LQ�D�MXVW�DQG�DSSURSULDWH�DZDUG�LQ�HDFK�FDVH��:LWKRXW�D�FUHGLEOH�FKLOG�VXSSRUW�VWDWXWH��UHYLHZHUV�DUH�LQ�WKH�VDPH�SRVLWLRQ�DV�OLWLJDQWV��DQG�MXGJHV���7KH\�KDYH�QR�EDVLV�IRU�MXGJPHQW��:LWK�D�SURSHU�VWDWXWH��LQFOXGLQJ�SURSHU�DXWKRUL]DWLRQ�IRU�WKH�FRXUWV�WR�DSSO\�LW��VHH�PRGHO�VWDWXWH��WKH�FRXUWV�WKHPVHOYHV�ZLOO�UHYLHZ�WKH�JXLGHOLQHV�LQ�WKH�EHVW�DQG�PRVW�FRPSUHKHQVLYH�ZD\�� WKH�ZD\�WKH�&RQVWLWXWLRQ�LQWHQGV��&KLOG�VXSSRUW�FRPPLWWHH�PHPEHUV�DQG�RWKHUV�LQWHUHVWHG�LQ�FKLOG�VXSSRUW�QHHG�WR�FOHDU�WKHPVHOYHV�RI�WKH�GLVWUDFWLRQ�RI�IXQGDPHQWDOO\�LQYDOLG��HFRQRPLF�VWXGLHV��DQG�GLVFXVV�WKH�GHILQLWLRQV�DQG�ORJLF�LQYROYHG�LQ�PDNLQJ�DQ�DZDUG��6WDWH�OHJLVODWXUHV�QHHG�WR�GR�WKHLU�MRE�RI�GHFLGLQJ�ZKDW�WKH�VWDWH
V�SROLF\�ZLOO�EH��0RGHO�&KLOG�6XSSRUW�6WDWXWH
0RGHO�&KLOG�6XSSRUW�6WDWXWH�%DVHG�RQ�25(*21�5(9,6('�67$787(��256���������������
:KHQHYHU�WKH�FRXUW�JUDQWV�D�GHFUHH�RI�PDULWDO�DQQXOPHQW��GLVVROXWLRQ�RU�VHSDUDWLRQ��LW�KDV�SRZHU�IXUWKHU�WR�GHFUHH�DV�IROORZV��)RU�WKH�UHFRYHU\�IURP�WKH�SDUW\�QRW�DOORZHG�WKH�FDUH�DQG�FXVWRG\�RI�VXFK�FKLOGUHQ��RU�IURP�HLWKHU�SDUW\�RU�ERWK�SDUWLHV�LI�MRLQW�FXVWRG\�LV�GHFUHHG��VXFK�DPRXQW�RI�PRQH\��LQ�JURVV�RU�LQ�LQVWDOOPHQWV��RU�ERWK��DV�FRQVWLWXWHV�MXVW�DQG�SURSHU�FRQWULEXWLRQ�WRZDUG�WKH�VXSSRUW�DQG�ZHOIDUH�RI�VXFK�FKLOGUHQ��7KH�FRXUW�PD\�DW�DQ\�WLPH�UHTXLUH�DQ�DFFRXQWLQJ�IURP WKH�FXVWRGLDO�SDUHQW�ZLWK�UHIHUHQFH�WR�WKH�XVH�RI�WKH�PRQH\�UHFHLYHG�DV�FKLOG�VXSSRUW��7KH�FRXUW�LV�QRW�UHTXLUHG�WR�RUGHU�VXSSRUW�IRU�DQ\�PLQRU�FKLOG�ZKR�KDV�EHFRPH�VHOI�VXSSRUWLQJ��HPDQFLSDWHG�RU�PDUULHG��RU�ZKR�KDV�FHDVHG�WR�DWWHQG�VFKRRO�DIWHU�EHFRPLQJ ���\HDUV�RI�DJH��,Q�GHWHUPLQLQJ�WKH�DPRXQW�RI�WKH�FKLOG�VXSSRUW��WKH�FRXUW�VKDOO�FRQVLGHU�WKH�HFRQRPLF�QHHGV�RI�WKH�FKLOGUHQ�DQG�GHWHUPLQH�SD\PHQW�E\�WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�UHVSHFWLYH�DELOLW\�WR�SD\�RQ�WKH�EDVLV�WKDW�HDFK�SDUHQW�KDV�DQ�HTXDO�GXW\�WR�SURYLGH�ILQDQFLDO�VXSSRUW�IRU�WKHLU�FKLOGUHQ��7KHUH�VKDOO�EH�LQ�DQ\�SURFHHGLQJ�IRU�GHWHUPLQDWLRQ�RI�WKH�FKLOG�VXSSRUW�DZDUG��D�SUHVXPSWLRQ�WKDW�WKH�>FKLOG�VXSSRUW�VFKHGXOH@�SURYLGHV�WKH�SURSHU�DZDUG��(DFK�SUHVXPSWLYH�DZDUG�LV�VXEMHFW�WR�UHYLHZ�DW�WKH�UHTXHVW�RI�HLWKHU�SDUW\��7KH�FRXUW�VKDOO�GHWHUPLQH�ZKHWKHU�WKH�SUHVXPSWLYH�DZDUG�LV�MXVW�DQG�DSSURSULDWH�XQGHU�WKH�WHUPV�RI�WKLV�VWDWXWH�DQG�RWKHUV�LQ�IRUFH��,Q�DOO�FDVHV��WKH�FRXUW�VKDOO�SURYLGH�D�ZULWWHQ�VWDWHPHQW�OLVWLQJ�WKH�UHOHYDQW�FRQVLGHUDWLRQV�DQG�SHUWLQHQW�IDFWV�UHODWHG�WR�LWV
�GHFLVLRQ��,Q�PDNLQJ�LWV
�GHWHUPLQDWLRQ��WKH�FRXUW�VKDOO�FRQVLGHU��EXW�QRW�OLPLW�LWVHOI�WR��WKH�IROORZLQJ�IDFWRUV���$��7KH�ILQDQFLDO�UHVRXUFHV�RI�ERWK�SDUHQWV���%��7KH�DELOLW\�RI�HDFK�SDUHQW�WR�VXSSRUW�WKHPVHOYHV���&� 7KH�FRVW�RI�GD\�FDUH�LI�WKH�FXVWRGLDO�SDUHQW�ZRUNV�RXWVLGH�WKH�KRPH���'��7KH�H[SHQVHV�DWWULEXWDEOH�WR�WKH�SK\VLFDO��HPRWLRQDO�DQG�HGXFDWLRQDO�QHHGV�RI�WKH�FKLOG���(��7KH�WD[�FRQVHTXHQFHV�WR�ERWK�SDUWLHV�UHVXOWLQJ�IURP�VSRXVDO�VXSSRUW�DZDUGHG��LI�DQ\��DQG�WKH�FKLOG�VXSSRUW�DZDUG��DQG�GHWHUPLQDWLRQ�RI�ZKLFK�SDUHQW�ZLOO�FODLP�WKH�FKLOG�DV�D�GHSHQGHQW���)��([SHQVHV�LQ�WKH�H[HUFLVH�RI�YLVLWDWLRQ���*��7KH�H[LVWHQFH�RI�FKLOGUHQ�RI�RWKHU�UHODWLRQVKLSV��DQG��+��([SHQVHV�DULVLQJ�IURP�RWKHU�IDFWRUV�DV�WKH�FRXUW�PD\�GHWHUPLQH�UHOHYDQW�LQ�D�SDUWLFXODU�FDVH��,PSDFW��,QWHUQDWLRQDO�,QIOXHQFH�DQG�8�6��:HOIDUH�5HIRUPV)HGHUDO�UHIRUP�RI�WKH�FKLOG�VXSSRUW�V\VWHP�KDV�EHHQ�WKH�PRVW�VLJQLILFDQW�SDUW�RI�ZHOIDUH�UHIRUP�LQ�WKH�86�RYHU�WKH�SDVW��� \HDUV��7KH�SXUSRVH�RI�WKH�UHIRUPV�ZDV�WR�����IHGHUDOL]H�WKH�FKLOG�VXSSRUW�V\VWHP������H[WHQG�WKH�ZHOIDUH�V\VWHP
V�IRUPXODH�DQG�HQIRUFHPHQW�PHWKRGV�WR�QRQ�ZHOIDUH�FDVHV��DQG�����DGDSW�WR�GHILQHG�DQG�DV�\HW�XQGHILQHG�LQWHUQDWLRQDO�VWDQGDUGV��7KH�DFFHSWDQFH�RI�UHIRUPV�KDV�EHHQ�DLGHG�FRQVLGHUDEO\�E\�VXSSRUW�IURP�JURXSV�UHSUHVHQWLQJ�VHJPHQWV�RI�WKH�SRSXODWLRQ�ZKLFK�KDYH�SURILWHG�GLUHFWO\�IURP�WKH�LQLWLDO�LQFUHDVHV�LQ�FKLOG�VXSSRUW�DZDUGV��SULPDULO\�GLYRUFHG��PLGGOH�FODVV�PRWKHUV��,Q�������7KH�+DJXH�&RQYHQWLRQ RQ�5HFRJQLWLRQ�DQG�(QIRUFHPHQW�HVWDEOLVKHG�DQ�LQWHUQDWLRQDO�YLHZ�RI�FRRSHUDWLRQ�LQ�WKH�HQIRUFHPHQW�RI�FKLOG�VXSSRUW�RUGHUV��,Q�������DSSDUHQWO\�ODFNLQJ�DQ\�VHQVH�RI�FRLQFLGHQFH��6HQDWRU�5XVVHOO�/RQJ��SHUFHLYHG�D�FRQQHFWLRQ��EHWZHHQ��IDWKHUV�ZKR�DEDQGRQ�WKHLU�FKLOGUHQ��DQG�D�JURZWK�LQ�$)'&�VSHQGLQJ��7KLV�OHG�WR�WKH�RULJLQDO�IHGHUDO�FKLOG�VXSSRUW�DQG�SDWHUQLW\�OHJLVODWLRQ�HQDFWHG�LQ�-DQXDU\�������������$PRQJ�RWKHU�WKLQJV��FKLOG�VXSSRUW�HQIRUFHPHQW�VHUYLFHV�ZHUH�UHTXLUHG�IRU�IDPLOLHV�UHFHLYLQJ�DVVLVWDQFH�XQGHU�$)'&��)&��DQG�0HGLFDLG�SURJUDPV������7KH�ZHOIDUH�FRPPXQLW\�GLG�QRW�IDYRU�WKH�OHJLVODWLRQ�DQG�RQO\�D�IHZ�6HQDWRUV�VSRNH�LQ�IDYRU�RI�LW��:KHQ�LW�SDVVHG��LW�GLG�VR�DW�OHDVW�LQ�SDUW�EHFDXVH�LW�ZDV�WLHG�WR�PRUH�SRSXODU�VRFLDO�VHUYLFH�DPHQGPHQWV�������:KHQ�SDVVLQJ�WKH�OHJLVODWLRQ��3UHVLGHQW�)RUG�FRQWHQGHG�WKDW�WKH�SURYLVLRQV�ZHQW��WRR�IDU�E\�LQMHFWLQJ�WKH�)HGHUDO�*RYHUQPHQW�LQWR�GRPHVWLF�UHODWLRQV���+H�FRPSODLQHG�RI��VHULRXV�SULYDF\�DQG�DGPLQLVWUDWLYH�LVVXHV���DQG�SURPLVHG�WR�SURSRVH�OHJLVODWLRQ�WR�FRUUHFW�GHIHFWV�������'XULQJ�WKH�5HDJDQ�\HDUV��RXU�QHZ�DGGLWLRQ�WR�WKH�IHGHUDO�EXUHDXFUDF\��WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��HPEDUNHG�RQ�D�QDWLRQDO�SURSDJDQGD�FDPSDLJQ��%\�WKH�WLPH�WKH�&KLOG�6XSSRUW�(QIRUFHPHQW�$PHQGPHQWV�ZHUH�SURSRVHG�LQ�������ZKLFK�EHJDQ�D�GUDPDWLF�H[SDQVLRQ�LQ�WKH�RIILFH
V�VL]H��EXGJHW��DQG�SRZHUV��PRVW�SROLWLFLDQV�ZHUH�WDONLQJ�DV�LI��GHDGEHDW�GDGV��ZHUH�WKH�QDWLRQ
V�PRVW�VHULRXV�SUREOHP�������$W�WKH�+DJXH�&RQIHUHQFH�RQ�3ULYDWH�,QWHUQDWLRQDO�/DZ�LQ������������D�8�6��GHOHJDWH�SURPLVHG�WKH�LQWHUQDWLRQDO�FRPPXQLW\�WKDW�IHGHUDO�OHJLVODWLRQ�ZRXOG��SURYLGH�IRU�VHUYLFHV�DW�WKH�IHGHUDO�OHYHO�WKURXJK�D�&HQWUDO�$XWKRULW\�WR�HQVXUH�DQ�HIILFLHQW��ZRUNDEOH�DQG�XQLIRUPO\�LPSOHPHQWHG�V\VWHP�LQ�FRRSHUDWLRQ�ZLWK�WKH�VWDWHV�DQG�ZLWK�WKH�IRUHLJQ�FRXQWULHV�ZKLFK�DUH�ZLOOLQJ�WR�WDNH�SDUW��,Q�DGGLWLRQ��WKH�IHGHUDO�JRYHUQPHQW�LV�FRQVLGHULQJ�WKH�SRVVLELOLW\�RI�WKH�8QLWHG�6WDWHV�EHFRPLQJ�D�SDUW\�WR�RQH�RU�PRUH�RI�WKH�H[LVWLQJ�FRQYHQWLRQV���7KH�GHOHJDWH�REYLRXVO\�ZHQW�WRR�IDU��7KH�IHGHUDO�JRYHUQPHQW�KDV�WDNHQ�QHZ�VWHSV�WR�PRGLI\�FRRSHUDWLYH�DJUHHPHQWV�DPRQJ�WKH�VWDWHV�DQG�EHWZHHQ�WKH�VWDWHV�DQG�IRUHLJQ�FRXQWULHV������ ,Q�JHQHUDO�KRZHYHU��WKH�VLWXDWLRQ�LV�WKH�VDPH�DV�LW�ZDV�EHIRUH��7KH�&RQVWLWXWLRQ�
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SUHYHQWV�WKH�8QLWHG�6WDWHV�JRYHUQPHQW�IURP�PRYLQJ�GLUHFWO\�LQWR�WHUULWRU\�UHVHUYHG�WR�WKH�VWDWHV�DQG�WR�WKH�SHRSOH�E\�WKH�QLQWK�DQG�WHQWK�$PHQGPHQWV��7KH�RYHUDOO�HIIHFW�RI�IHGHUDO�WDPSHULQJ�KDV�EHHQ�WR�PDNH�WKH�V\VWHP�PRUH�EXUHDXFUDWLF��IUXVWUDWLQJ�DQG�HYHQ�DQJHULQJ�WHQV�RI�PLOOLRQV�RI�SDUHQWV��,Q�WKH�HQG��LW�ZDVQ
W�HYHQ�LPSRUWDQW��7KHUH
V�VLPSO\�QRW�D�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�WKH�ODZ�RI�D�IRUHLJQ�FRXQWU\�VD\LQJ��DOO�VWDWHV�ZLWKLQ�WKH�8QLWHG�6WDWHV������ LQVWHDG�RI��WKH�8QLWHG�6WDWHV���7KRVH�IHHOLQJ�WKDW�LW
V�WRR�EXUGHQVRPH�IRU�IRUHLJQ�FRXQWULHV�WR�KDYH�ILIW\�DGGUHVVHV�LQVWHDG�RI�RQH�FDQ�WKLQN�DERXW�D�FHQWUDO�RIILFH�RI FRPPXQLFDWLRQ�UDWKHU�WKDQ�D��&HQWUDO�$XWKRULW\���$GGLWLRQDO�JRYHUQPHQW�SRZHU�ZDV�VLPSO\�QRW�QHHGHG�WR�PDNH�FRRSHUDWLYH�HIIRUWV�ZRUNDEOH�DQG�HIILFLHQW��5HIRUP�HIIRUWV�ZLWKLQ�WKH�86�KDYH�EHHQ�GULYHQ�E\�WKH�VDPH�ELDV�IRXQG�LQ�LQWHUQDWLRQDO�IRUXPV��PRUH�VR�WKDQ�MXVW�LQ�WKH�SUHIHUHQFH�IRU�EXUHDXFUDWLF��FHQWUDOO\�FRQWUROOHG�JRYHUQPHQWDO�V\VWHPV��$W�D�+DJXH�FRQIHUHQFH�RQ�LQWHUQDWLRQDO�HQIRUFHPHQW�RI�IDPLO\���FKLOG�VXSSRUW��RQH�IRUHLJQ�GHOHJDWH�UHSRUWHG�WKDW�WKH�QHHG�IRU�HQIRUFHPHQW�ZDV�FOHDU�GXH�WR�WKH�HIIRUWV�RI�GHEWRUV�WR��GR�DQ\WKLQJ�WR�DYRLG�WKHLU�UHVSRQVLELOLWLHV������� 3URPRWLRQ�RI�UHIRUPV�LQ�WKH�8QLWHG�6WDWHV�WRRN�WKDW�LGHD�DV�LWV�FHQWUDO�WKHPH��HYHQ�WKRXJK�WKH�8QLWHG�6WDWHV�KDV�KLVWRULFDOO\�KDG�RQH�RI�LI�QRW�WKH�KLJKHVW�FRPSOLDQFH�ZLWK�FKLOG�VXSSRUW�RUGHUV�LQ�WKH�ZRUOG������7KH�%XUHDX�RI�WKH�&HQVXV�LQ�WKH�86�UHSRUWHG�RQ�FKLOG�VXSSRUW�SD\PHQWV�LQ�WKH�VSULQJ�RI����������� $FFRUGLQJ�WR�WKDW�UHSRUW��WKH�VR�FDOOHG��GHDGEHDW�GDGV��DUH IHZ�DQG�IDU�EHWZHHQ�LQ�WKH�SRSXODWLRQ�ZLWK�YDOLG�FKLOG�VXSSRUW�RUGHUV������ &RPPHQWV�RQ�FKLOG�VXSSRUW�FRPSOLDQFH�RIWHQ�IRFXV�RQ�WKH�HVWLPDWH�WKDW�RQO\�DERXW�����RI�WKH�FKLOG�VXSSRUW�WKDW�KDV�EHHQ�DZDUGHG�LV�SDLG��7KLV�GRHV�QRW�FRQVLGHU�WKH�IDFW�WKDW�PRUH�WKDQ�����RI�WKH�DPRXQW�XQGHU�VWXG\�KDG�EHHQ�UHFHQWO\�DZDUGHG�DQG�ZDV�QRW�\HW�GXH��&RQVLGHULQJ�FXVWRGLDO�SDUHQW�UHSRUWLQJ�ELDV�DQG�DGMXVWLQJ�IRU�DZDUGV�QRW�\HW�GXH�EULQJV�XV�FORVHU�LQ�OLQH�ZLWK�WKH�LQIRUPDWLRQ�SURYLGHG�E\�%UDYHU�HW�DO������ DV�ZHOO�DV�LQIRUPDWLRQ�FROOHFWHG�E\�FRPPLVVLRQHUV�LQ�WKH�VWDWHV��$SSUR[LPDWHO\�����RI�WKH�WRWDO�DPRXQW�RI�FKLOG�VXSSRUW�DZDUGHG�LQ�WKH�8�6��KDV�KLVWRULFDOO\�EHHQ�SDLG�HDFK�\HDU��7KH�FRPSOLDQFH�UDWH�ZDV�QRW�VLJQLILFDQWO\�HIIHFWHG�E\�UHIRUPV��:KLOH�ODERU�IRUFH�SDUWLFLSDWLRQ�E\�ZRPHQ�KDV�LQFUHDVHG�IURP����WR�����VLQFH�������SDUWLFLSDWLRQ�E\�PHQ�KDV�GHFUHDVHG�IURP����WR���������� 3DUWLFLSDWLRQ�LV�VWLOO�����KLJKHU�IRU�PHQ�WKDQ�IRU�ZRPHQ��7UDGLWLRQDOO\� FKLOG�VXSSRUW�KDV�QRW�RIWHQ�EHHQ�DZDUGHG�ZKHQ�WKH�IDWKHU�LV�JLYHQ�FXVWRG\��,QFUHDVHG�SDUWLFLSDWLRQ�E\�ZRPHQ�LQ�WKH�ZRUN�IRUFH�DV�ZHOO�DV�QHZ�FKLOG�VXSSRUW�ODZV�DUH�OHDGLQJ�WR�FKDQJH��7KH�IDFW�WKDW�FXVWRGLDO�IDWKHUV�UHFHLYHG�RQO\�DERXW�����RI�WKH�DPRXQW�DZDUGHG�DFFRUGLQJ�WR�WKH�%XUHDX�RI�WKH�&HQVXV�VWXG\��FRPSDUHG�WR�QHDUO\�����UHFHLYHG�E\�PRWKHUV��LV�ODUJHO\��EXW�QRW�FRPSOHWHO\�H[SODLQHG�E\�WKH�IDFW�WKDW�D�ODUJHU�SHUFHQWDJH�RI�FXVWRGLDO�IDWKHUV�KDG�YHU\�QHZ�DZDUGV�DQG�SD\PHQWV�ZHUH�QRW�\HW�GXH��7KLV�OHDYHV�XV�ZLWK�DERXW�����RI�WKH�DPRXQW�IDWKHUV�KDYH�EHHQ�RUGHUHG�WR�SD\�WR�FXVWRGLDO�PRWKHUV�XQSDLG�HDFK�\HDU��)URP�WKDW�ILJXUH��ZH�PXVW�GHGXFW�IRU�IDWKHUV�ZKR�KDYH�GLHG��WKRVH�ZKR�DUH�XQDEOH�WR�ZRUN�GXH�WR�LQFDSDFLW\�DQG�LQFDUFHUDWLRQ��DQG�IRU�RUGHUV�WKDW�QR�ORQJHU�UHTXLUH�SD\PHQW�EHFDXVH�WKH�FKLOG�KDV�GLHG�RU�KDV�EHFRPH�HPDQFLSDWHG��WKH�YHU\�VHULRXV�SUREOHP�RI�PLVVLQJ�FXVWRGLDO�SDUHQWV�DQG�FKLOGUHQ������ DQG�HYHQ�IRU�FKDQJHV�LQ�FXVWRGLDO�DUUDQJHPHQWV��$V�%UDYHU�HW�DO��SRLQW�RXW������ WKH�UHPDLQGHU��DV�ZHOO�DV�VRPH�ODWHQHVV�LQ�SD\PHQWV��FODVVLILHG�DV�SDUWLDO�SD\PHQW��LV�SULPDULO\�H[SODLQHG�E\�XQ� DQG�XQGHU� HPSOR\PHQW��7KHVH�ILJXUHV�JLYH�XV�DQ�XQGHUVWDQGLQJ�WKDW�WKH�IDLOXUH�RI�WKH�QHZ�FKLOG�VXSSRUW�V\VWHP�WR�UHGXFH�GHSHQGHQF\�RQ�ZHOIDUH�ZDV�SUHGLFWDEOH��)DLOXUH�RI�IHGHUDO�FKLOG�VXSSRUW�UHIRUPV�RI�WKH�����V�DQG���V�WR�UHGXFH�ZHOIDUH�GHSHQGHQF\�LV�HDVLO\�H[SODLQHG��$W�WKH�EHJLQQLQJ�RI�WKLV�SDSHU��ZH�PHQWLRQ�WKH�2UHJRQ�6XSUHPH�&RXUW�GHFLVLRQ�LQ�6PLWK�Y��6PLWK ��������7KH�LVVXH�LQ�WKLV�FDVH�ZDV�ZKHWKHU�LW�ZDV�DSSURSULDWH�WR�DSSO\�FKLOG�VXSSRUW�IRUPXODH�WKDW�ZHUH�DOUHDG\�EHLQJ�XVHG�LQ�WKH�ZHOIDUH�V\VWHP�WR�QRQ�ZHOIDUH�FDVHV��,W�VKRXOG�QRW�EH�GLIILFXOW�WR�XQGHUVWDQG�WKDW�H[WHQGLQJ�XVH�RI�WKHVH�IRUPXODH�WR�QRQ�ZHOIDUH�FDVHV�ZRXOG�KDYH�QR�HIIHFW�RQ�ZHOIDUH�GHSHQGHQF\��,QGLDQD�6WDWH�FKLOG�VXSSRUW�FRPPLVVLRQHU��'U��'DYLG�*DUURG�PDGH�D�FRPSDULVRQ�EHWZHHQ�DZDUGV�PDGH�SULRU�WR������DFFRUGLQJ�WR�HVWDEOLVKHG�FKLOG�VXSSRUW�ODZ�DQG�DSSOLFDWLRQ�RI�D�:LOOLDPV�W\SH�,QFRPH�6KDUHV�JXLGHOLQH�XVHG�LQ�KLV�VWDWH������+H�VKRZHG�FOHDUO\�WKDW�LQFUHDVHV�LQ�DZDUG�DPRXQWV�ZHQW�WR�FXVWRGLDO�PRWKHUV�ZLWK�KLJKHU�LQFRPH��,Q�IDFW��WKH�KLJKHU�WKH�LQFRPH�RI�WKH�FXVWRGLDO�PRWKHU��WKH�ODUJHU�WKH�LQFUHDVH��0RWKHUV�ZKR�WKHQ�UH�PDUULHG�DQG�VKDUHG�WKH�LQFRPH�RI�D�QHZ�VSRXVH�DV�ZHOO��WHQG�WR�EH�PXFK�EHWWHU�RII�HFRQRPLFDOO\�WKDQ�WKH\�ZRXOG�KDYH�EHHQ�LI�WKH\�KDG�UHPDLQHG�PDUULHG�WR�WKH�IDWKHU�RI�WKHLU�FKLOGUHQ��2QH�PLJKW�H[SHFW�WKDW�JUHDWHU�SRWHQWLDO�OLHV�LQ�WKH�����RI�DOO�FXVWRGLDO�SDUHQWV�ZKR�KDYH�QR�VXSSRUW�RUGHU��2QH�FDQ�DFFRXQW�IRU�D�VLJQLILFDQW�QXPEHU�RI�ZHOIDUH�GHSHQGHQWV�DV�QRW�UHFHLYLQJ�FKLOG�VXSSRUW�EHFDXVH�SDWHUQLW\�KDV�QRW�EHHQ�HVWDEOLVKHG��+HUH�DJDLQ�KRZHYHU��WKH�UHDOLW\�LV�QRW�DV�JUHDW�DV�WKH�H[SHFWDWLRQ��$OO�WKH�UHDVRQV�IRU�DGMXVWLQJ�WKH�H[SHFWDWLRQ�JLYHQ�DERYH�ZRXOG�DOVR�DSSO\�WR�WKLV�SRSXODWLRQ��6RPH�DW�OHDVW�WR�D�JUHDWHU�H[WHQW��$OWKRXJK�ZH�NQRZ�RI�QR�VWXG\�WR�GDWH�FOHDUO\�IRFXVLQJ�RQ�WKH�HFRQRPLF�FKDUDFWHULVWLFV�RI�WKLV�SRSXODWLRQ��WKHUH�LV�FOHDU�UHDVRQ�WR�EHOLHYH�WKDW�WKHLU�DYHUDJH�LQFRPH�LV�PXFK�ORZHU�DQG�WKDW�WKH\�KDYH�D�PXFK�JUHDWHU�SUREOHP�ZLWK�XQ� DQG�XQGHU� HPSOR\PHQW��,Q�DGGLWLRQ��WKHUH�DUH�D�ODUJH�QXPEHU�RI�SHRSOH�ZKR�GR�QRW�KDYH�FKLOG�VXSSRUW�RUGHUV�VLPSO\�EHFDXVH�WKH\�DUH�QRW�LQWHUHVWHG�LQ�EHFRPLQJ�LQYROYHG�LQ�JRYHUQPHQW�SURJUDPV�DQG�QRW�LQ�QHHG�RI�D�FRXUW�RUGHU�IRU�FKLOG�VXSSRUW��7KHUH�VKRXOG�EH�VRPH�HFRQRPLF�SRWHQWLDO�LQ�HVWDEOLVKLQJ�SDWHUQLW\�DQG�VXSSRUW�RUGHUV�LQ�ZHOIDUH�FDVHV��7KLV�LV�QRW�D�QHZ�UHYHODWLRQ�HLWKHU��$OO�VWDWHV�KDG�SDWHUQLW\�HVWDEOLVKPHQW�SURJUDPV�SULRU�WR�WKH�UHIRUPV�RI�WKH���V�DQG���V��,W�PD\�VHHP�LURQLF�WKDW�WKH�IHGHUDO�JRYHUQPHQW�KDG�WR�EH�FRD[HG�GXULQJ�WKLV�SHULRG�WR�UH�IRFXV�LWV�HIIRUWV�IURP�DUELWUDULO\�LQFUHDVLQJ�FKLOG�VXSSRUW�DZDUGV�LQ�QRQ�ZHOIDUH�FDVHV�WR�SDWHUQLW\�HVWDEOLVKPHQW��%XW�VWDWHV�ZHUH�DOUHDG\�H[SHULPHQWLQJ�ZLWK�WKH�LGHD�RI�GHQ\LQJ�ZHOIDUH�EHQHILWV�WR�ZRPHQ�ZKR�GLG�QRW�FRRSHUDWH�LQ�SDWHUQLW\�HVWDEOLVKPHQW�DQG�KDG�EHHQ�UHDVRQDEO\�VXFFHVVIXO�LQ�D�SURJUDP�RI�ORFDWLQJ�VR�FDOOHG��DEVHQW�IDWKHUV��LQ�KRVSLWDOV�DW�PRWKHU
V�VLGH�ZKHQ�FKLOGUHQ�ZHUH�ERUQ��,Q�DGGLWLRQ��D�PRUH�UHOLDEOH�'1$�WHVW�ZDV�UHSODFLQJ�D�VLPSOH�EORRG�WHVW��LQFUHDVLQJ�DFFXUDF\�RI�LGHQWLILFDWLRQ�LQ�FRQWHVWHG�FDVHV��:H�FDQ�JR�EDFN�WR�WKH�6PLWK�FDVH�WR�SRLQW�RXW�WKDW�D�VHULRXV�SUREOHP�GLG�H[LVW��:K\�GLG�0UV��6PLWK�IHHO�WKHUH�ZDV�UHDVRQ�WR�FRPSODLQ"�7KHUH�ZDV�D�GLVFRQWLQXLW\�LQ�WKH�WUHDWPHQW�RI�FKLOG�VXSSRUW�FDVHV�DW�WKH�ERXQGDU\�EHWZHHQ�ZHOIDUH�DQG�QRQ�ZHOIDUH�FDVHV��7KH�LQHTXDOLW\�RI�WUHDWPHQW�RQ�HLWKHU�VLGH�RI�WKH�ERXQGDU\�ZDV�VR�VLJQLILFDQW�WKDW�0UV��6PLWK��DSSDUHQWO\�QRW�D�ZHDOWK\�ZRPDQ��SURFHHGHG�WKURXJK�WKH�MXGLFLDO�V\VWHP�WR�WKH�6WDWH�6XSUHPH�&RXUW��$OWKRXJK�ZH�DUH�FRQILGHQW�WKDW�WKH�FRXUW�ZDV�FRUUHFW�LQ�LWV�GHWHUPLQDWLRQ�WKDW�WKH�ZHOIDUH�IRUPXOD�GLG�QRW�ILW�HVWDEOLVKHG�QRQ�ZHOIDUH�FKLOG�VXSSRUW�ODZ��LW�GRHVQ
W�DOOHYLDWH�WKH�SUDFWLFDO�SUREOHPV�WKDW�DULVH�IURP�VXFK�VWDUNO\�XQHTXDO�WUHDWPHQW�LQ�VLPLODU�FLUFXPVWDQFHV��
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0UV��6PLWK�ZDV�FDXJKW�EHWZHHQ�WKH�PRPHQW�WKH�IHGHUDO�JRYHUQPHQW�DGRSWHG�IRUHLJQ�PHWKRGV�IRU�GHDOLQJ�ZLWK�ZHOIDUH�FDVHV�DQG�WKH�PRPHQW�WKH�IHGHUDO�JRYHUQPHQW�PDQLSXODWHG�VWDWHV�LQWR�H[WHQGLQJ�WKRVH�PHWKRGV�WR�QRQ�ZHOIDUH�FDVHV��,Q�D�SROLWLFDO�VHQVH��VKH�KDG�EHHQ�OLYLQJ�LQ�RQH�FRXQWU\�ZKLOH�RQ�ZHOIDUH�DQG�VXGGHQO\�PRYHG�WR�WKH�8QLWHG�6WDWHV�ZKHQ�KHU�LQFRPH�EHFDPH�KLJK�HQRXJK�WR�OHDYH�WKH�ZHOIDUH�V\VWHP��7KH�WZR�V\VWHPV�GLGQ
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