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V�VWDQGDUG�RI�OLYLQJ�KDG�WKH�SDUHQWV
�PDUULDJH�QRW�GLVVROYHG��WKH�SK\VLFDO�DQG�HPRWLRQDO�FRQGLWLRQV�RI�WKH�FKLOG��WKH�FKLOG
V�HGXFDWLRQDO�QHHGV��DQG�WKH�ILQDQFLDO�UHVRXUFHV�DQG�QHHGV�RI�WKH�QRQFXVWRGLDO�SDUHQW��1&3���>�8QLIRUP�0DUULDJH�DQG�'LYRUFH�$FW��������������$�8�/�$������@�
7KH�UHVXOWV�RI�DOORZLQJ�WKH�GHFLVLRQPDNHU�WR�GHWHUPLQH�WKH�DZDUG�DPRXQW�ZDV�QRW�DOZD\V�DGHTXDWH�WR�VXSSRUW�WKH�FKLOGUHQ�RU�HTXLWDEOH�DPRQJ�WKH�SDUWLHV��2QH�VWXG\�>�<HH��/�0����������:KDW�5HDOO\�+DSSHQV�LQ�&KLOG�6XSSRUW�&DVHV��$Q�(PSLULFDO�6WXG\�RI�(VWDEOLVKPHQW�DQG�(QIRUFHPHQW�RI�&KLOG�6XSSRUW�2UGHUV�LQ�WKH�'HQYHU�'LVWULFW�&RXUW����'HQYHU�/DZ�-RXUQDO����������± ���@�IRXQG�WKDW�WKH�DYHUDJH�PRQWKO\�FKLOG�VXSSRUW�DZDUG�LQ�&RORUDGR�ZDV�OHVV�WKDQ�DYHUDJH�REOLJRU�PRQWKO\�FDU�SD\PHQWV��,Q�DGGLWLRQ�WR�VPDOO�DZDUG�DPRXQWV��WKH�GHFLVLRQPDNHU
V�GLVFUHWLRQ�RIWHQ�UHVXOWHG�LQ�DZDUGV�WKDW�ZHUH�ZLGHO\�GLIIHUHQW�IRU�SHUVRQV�RI�VLPLODU�FLUFXPVWDQFHV��)RU�H[DPSOH��WKH�VDPH�VWXG\�GLVFRYHUHG�WKDW�FKLOG�VXSSRUW�DZDUGV�PDGH�E\�D�VLQJOH�GLVWULFW�FRXUW�ZHUH�����WR������SHUFHQW�RI�DQ�REOLJRU
V�LQFRPH�IRU�RQH�FKLOG�DQG�IURP�����WR������SHUFHQW�RI�DQ�REOLJRU
V�LQFRPH�IRU�WZR�FKLOGUHQ��>�LG����DW�����7DEOHV������������DW������@�0RWLYDWHG�E\�VXFK�ILQGLQJV��LQ�������&RQJUHVV�UHTXLUHG�HYHU\�6WDWH�VHHNLQJ�)HGHUDO�IXQGLQJ�IRU�SXEOLF�ZHOIDUH�SURJUDPV�WR�HVWDEOLVK�FKLOG�VXSSRUW�JXLGHOLQHV��>�7KH�&KLOG�6XSSRUW�(QIRUFHPHQW�$PHQGPHQWV�RI�������3XEOLF�/DZ��3�/������± ��������6WDW��������������@�,QLWLDOO\�WKHVH�JXLGHOLQHV�ZHUH�UHTXLUHG�WR�VHUYH�RQO\�LQ�DQ�DGYLVRU\�FDSDFLW\��+RZHYHU��VRPH�6WDWHV�DGRSWHG�PDQGDWRU\�JXLGHOLQHV��7KH�)DPLO\�6XSSRUW�$FW�RI������UHTXLUHG�WKDW�6WDWH�FKLOG�VXSSRUW�JXLGHOLQHV�RSHUDWH�DV�UHEXWWDEOH�SUHVXPSWLRQV�RI�WKH�SURSHU�VXSSRUW�DPRXQW��,Q�RUGHU�WR�GHYLDWH�IURP�WKHVH�JXLGHOLQHV��D�GHFLVLRQPDNHU PXVW�VXEPLW�ZULWWHQ�ILQGLQJV�RU�ILQGLQJV�RQ�WKH�UHFRUG�RQ�ZK\�WKH�JXLGHOLQH�DPRXQW�ZRXOG�EH�XQMXVW�RU�LQDSSURSULDWH�IRU�KLV�RU�KHU�SDUWLFXODU�FDVH��>�6HFWLRQ�����RI�WKH�)DPLO\�6XSSRUW�$FW�RI�������3�/������± ���������6WDW���������������FRGLILHG�DW����8�6�&������E������������@�,PSOHPHQWLQJ�ILQDO�UHJXODWLRQV�DUH�SXEOLVKHG�DW����&�)�5����������7KHVH�UHJXODWLRQV�UHTXLUH�WKDW�DQ\�RUGHU�GHYLDWLQJ�IURP�WKH�JXLGHOLQH�DPRXQW�PXVW�LQFOXGH�D�ILQGLQJ�RQ�ZKDW�WKH�SUHVXPSWLYH�JXLGHOLQH�DPRXQW�ZRXOG�KDYH�EHHQ�DQG�D�MXVWLILFDWLRQ�IRU�WKH�GHYLDWLRQ��&XUUHQWO\��QR�QDWLRQZLGH�FKLOG�VXSSRUW�JXLGHOLQH�H[LVWV��
+RZHYHU��WKH�IROORZLQJ�)HGHUDO�UHTXLUHPHQWV�JXLGH�6WDWHV�LQ�GHYHORSLQJ�VXSSRUW�JXLGHOLQHV�� 6XSSRUW�JXLGHOLQHV�PXVW�EH�XQLIRUP�WKURXJKRXW�WKH�6WDWH�� 6XSSRUW�JXLGHOLQHV�PXVW�EH�QXPHULFDO�IRUPXODV�WKDW��DW�D�PLQLPXP��FRQVLGHU�DOO�RI�DQ�REOLJRU
V�LQFRPH�DQG�SURYLGH�IRU�WKH�FKLOG
V�KHDOWK�FDUH�QHHGV��>�6HH����&)5��������@�� 6XSSRUW�JXLGHOLQHV�PXVW�SURYLGH�UHEXWWDEOH��SUHVXPSWLYH�DPRXQWV�LQ�DQ\�MXGLFLDO�RU�DGPLQLVWUDWLYH�SURFHHGLQJ�LQYROYLQJ�WKH�HVWDEOLVKPHQW�RI�D�FKLOG�VXSSRUW�RUGHU���%DVHG�RQ�WKLV�UHTXLUHPHQW��LW�LV�FOHDU�WKDW�JXLGHOLQHV�DSSO\�HTXDOO\�WR�����FDVHV�KDQGOHG�E\�D�6WDWH�FKLOG�VXSSRUW�DJHQF\�>,9�'�FDVHV@������FDVHV�KDQGOHG�E\�D�SULYDWH�RU�OHJDO�VHUYLFHV�DWWRUQH\��DQG�����FDVHV�LQ�ZKLFK�WKH�SDUWLHV�DUH�DSSHDULQJ�SUR�VH�>L�H���ZLWKRXW�DQ�DWWRUQH\@��*XLGHOLQHV�DSSO\�WR�DGPLQLVWUDWLYH��MXGLFLDO��DQG�TXDVL�MXGLFLDO�GHWHUPLQDWLRQV�RI�VXSSRUW��,Q�DGGLWLRQ��JXLGHOLQHV�DSSO\�WR�LQWHUVWDWH�DQG�LQWUDVWDWH�FDVHV��QHJRWLDWHG�DJUHHPHQWV��>�6HH����)HG��5HJ����������������@�DQG�FRQWHVWHG�FDVHV��7KH\�PXVW�EH�XVHG�LQ�VHWWLQJ�WHPSRUDU\�VXSSRUW�DV�ZHOO�DV��ILQDO��VXSSRUW�RUGHUV��'HFLVLRQPDNHUV�HVWDEOLVKLQJ�FKLOG�VXSSRUW�LQ�WKH�FRQWH[W�RI�D�FKLOG�SURWHFWLRQ�RU�IRVWHU�FDUH�SURFHHGLQJ��DV�ZHOO�DV�LQ�FRQMXQFWLRQ�ZLWK�D�WHPSRUDU\�UHVWUDLQLQJ�RUGHU�LQ�D�GRPHVWLF�YLROHQFH�FDVH��VKRXOG�HVWDEOLVK�VXFK�RUGHUV�SXUVXDQW�WR�FKLOG�VXSSRUW�JXLGHOLQHV���� 6XSSRUW�JXLGHOLQHV�PXVW�EH�XVHG�ERWK�WR�HVWDEOLVK�DQ�LQLWLDO�FKLOG�VXSSRUW�RUGHU�DV�ZHOO�DV�WR�GHWHUPLQH�DQ\�VXEVHTXHQW�DZDUG�PRGLILFDWLRQ��>����8�6�&������D������$����%��@�� $�6WDWH�PXVW�DSSO\�WKH�JXLGHOLQHV�WR�DOO�FDVHV��LW�FDQQRW�H[FOXGH�DQ�HQWLUH�FDWHJRU\�RI�FDVHV��H�J���KLJK�LQFRPH�RU�ORZ�LQFRPH�FDVHV���>�6HH����)HG��5HJ����������������@�� 6WDWH�FULWHULD�IRU�GHYLDWLQJ�IURP�D�JXLGHOLQH�PXVW�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�FKLOG�UHQ�
V�EHVW�LQWHUHVWV��>����&)5��������J��@�
7KH�)DPLO\�6XSSRUW�$FW�RI������DOVR�UHTXLUHV�WKDW�6WDWHV�UHHYDOXDWH�WKHLU�JXLGHOLQHV�DW�OHDVW�RQFH�HYHU\���\HDUV�LQ�RUGHU�WR�HQVXUH�WKDWWKHLU�DSSOLFDWLRQV�UHVXOW�LQ�WKH�GHWHUPLQDWLRQ�RI�DSSURSULDWH�FKLOG�VXSSRUW�DZDUGV��HIIHFWLYH�2FWREHU������������>�6HFWLRQ�����E��RI�WKH�)DPLO\�6XSSRUW�$FW��VXSUD�QRWH���WR�EH�FRGLILHG�DW����8�6�&������D���������@�$V�SDUW�RI�WKH�UHHYDOXDWLRQ��)HGHUDO�UHJXODWLRQV�UHTXLUH�6WDWHV�WR�FRQVLGHU�HFRQRPLF�GDWD�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�DQG�WR�DQDO\]H�FDVH�GDWD��JDWKHUHG�WKURXJK�VDPSOLQJ�RU�RWKHU�PHWKRGV��RQ�WKH�DSSOLFDWLRQ�RI�DQG�GHYLDWLRQV�IURP�WKH�JXLGHOLQHV��>�6HH����&)5��������K��@�)LQGLQJV�IURP�WKH�UHVXOWLQJ�DQDO\VLV�PXVW�LQIRUP�HDFK�6WDWH
V�JXLGHOLQH�UHYLHZ�WR�HQVXUH�WKDW�JXLGHOLQHV�WUXO\�DSSO\�WR�WKH�PDMRULW\�RI�FDVHV�LQ�WKDW�6WDWH��
)LQDOO\��WKH�)DPLO\�6XSSRUW�$FW�RI������UHTXLUHV�6WDWHV�WR�SURYLGH�SURFHGXUHV�IRU�WKH�UHYLHZ�DQG�DGMXVWPHQW�RI�,9�'�FKLOG�VXSSRUW�RUGHUV��%HJLQQLQJ�2FWREHU�����������D�UHYLHZ�PXVW�RFFXU�DW�OHDVW�RQFH�HYHU\���\HDUV�XQOHVV�����LQ�DQ�$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ��$)'&���7LWOH�,9�(�IRVWHU�FDUH��RU�PHGLFDLG�FDVH��QHLWKHU�SDUHQW�UHTXHVWV�D�UHYLHZ�DQG�WKH�6WDWH�GHWHUPLQHV�WKDW�VXFK�D�UHYLHZ�ZRXOG�QRW�EH�LQ�WKH�FKLOG
V�EHVW�LQWHUHVW�RU�����LQ�D�QRQ�$)'&�,9�'�FDVH��QHLWKHU�SDUHQW�UHTXHVWV�D�UHYLHZ��>����8�6�&������D������%��@�$Q\�DGMXVWPHQW�PXVW�EH�SXUVXDQW�WR�FKLOG�VXSSRUW�JXLGHOLQHV��

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/chap1.htm
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/chap1.htm
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�����0$-25�&+,/'�6833257�*8,'(/,1( 02'(/6
&XUUHQW�)HGHUDO�ODZ�GRHV�QRW�UHTXLUH�6WDWHV�WR�DGRSW�D�SDUWLFXODU�W\SH�RI�VXSSRUW�JXLGHOLQH��$OWKRXJK�6WDWH�JXLGHOLQHV�YDU\��WKH\�RIWHQ�DUH�EDVHG�RQ�WKH�IROORZLQJ�PRGHOV��WKH�SHUFHQWDJH�RI�LQFRPH�PRGHO��WKH�LQFRPH�VKDUHV�PRGHO��DQG�WKH�'HODZDUH�0HOVRQ�IRUPXOD��(DFK�PRGHO�LV�GLVFXVVHG�EHORZ��
������3HUFHQWDJH�RI�,QFRPH�0RGHO
)HZHU�WKDQ����6WDWHV�HVWDEOLVK�FKLOG�VXSSRUW�DZDUGV�EDVHG�RQ�D�SHUFHQWDJH�RI�WKH�REOLJRU
V�LQFRPH��2I�WKHVH�6WDWHV��VRPH�XVH�WKH�REOLJHU
V�JURVV�LQFRPH�WR�GHWHUPLQH�DZDUGV��RWKHU�6WDWHV�XVH�WKH�REOLJHU
V�QHW�LQFRPH��0RVW�6WDWHV�WKDW�EDVH�WKHLU�JXLGHOLQHV�RQ�WKH�SHUFHQWDJH�RI�LQFRPH�PRGHO�XVH�D�IL[HG�SHUFHQWDJH�WKDW�UHPDLQV�FRQVWDQW�DW�YDU\LQJ�LQFRPH�OHYHOV��)RU�H[DPSOH��:LVFRQVLQ
V�JXLGHOLQHV�VHW�DZDUGV�DW����SHUFHQW�RI�WKH�QRQFXVWRGLDO�SDUHQW
V��1&3
V��JURVV�LQFRPH�IRU�RQH�FKLOG�����SHUFHQW�IRU�WZR�FKLOGUHQ�����SHUFHQW�IRU�WKUHH�FKLOGUHQ�����SHUFHQW�IRU�IRXU�FKLOGUHQ��DQG����SHUFHQW�IRU�ILYH�RU�PRUH�FKLOGUHQ��7KH�JXLGHOLQH�GRHV�QRW�H[SOLFLWO\�FRQVLGHU�WKH�FXVWRGLDO�SDUHQW
V��&3
V��LQFRPH��,W�LV�DVVXPHG�WKDW�WKH�&3�LV�FRQWULEXWLQJ�DQ�HTXLYDOHQW�DPRXQW�RI�VXSSRUW�WKURXJK�GLUHFW�H[SHQGLWXUHV�DQG�LQ�NLQG�VHUYLFHV��
�������,QFRPH�6KDUHV�0RGHO
7KH�LQFRPH�VKDUHV�PRGHO��ZKLFK�LV�XVHG�E\�PRUH�WKDQ����6WDWHV��ZDV�GHYHORSHG�E\�'U��5REHUW�:LOOLDPV�DQG�ZDV�EDVHG�RQ�WKH�ZRUN�RI�7KRPDV�(VSHQVKDGH��(VSHQVKDGH�DQDO\]HG�WKH�����������&RQVXPHU�([SHQGLWXUH�6XUYH\�WR�GHWHUPLQH�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ�LQ�WKH�8QLWHG�6WDWHV��$FFRUGLQJ�WR�(VSHQVKDGH���������DOWKRXJK�WKH�GROODU�DPRXQW�VSHQW�RQ�EHKDOI�RI�D�FKLOG�LQFUHDVHV�ZLWK�LQFRPH�OHYHO��WKH�DFWXDO�SHUFHQWDJH�RI�SDUHQWDO�LQFRPH�VSHQW�RQ�D�FKLOG�GHFUHDVHV�DV�LQFRPH�LQFUHDVHV��
&DOFXODWLQJ�DQ�DZDUG�XVLQJ�WKLV�PRGHO�LQYROYHV�FRQVXOWLQJ�D�FKDUW�WKDW�OLVWV�VXSSRUW�DPRXQWV�EDVHG�RQ�(VSHQVKDGH
V�HFRQRPLF�VWXGLHV�IRU�YDU\LQJ�LQFRPH�OHYHOV��7KH�DSSURSULDWH�VXSSRUW�DPRXQW�LV�WKHQ�SURUDWHG�EHWZHHQ�WKH�SDUHQWV�EDVHG�RQ�HDFK�SDUHQW
V�SURSRUWLRQ�RI�WKH�WRWDO�SDUHQW�LQFRPH��7KH�VXSSRUW�DPRXQW�DOORZV�IRU�SURUDWHG�VKDUHV�RI�FKLOG�FDUH�DQG�PHGLFDO�H[SHQVHV�WR�EH�DGGHG�WR�WKH�EDVLF�VXSSRUW�DPRXQW��>�6HH�$GYLVRU\�3DQHO�RQ�&KLOG�6XSSRUW�*XLGHOLQHV�DQG�:LOOLDPV��5��������'HYHORSPHQW�RI�*XLGHOLQHV�IRU�&KLOG�6XSSRUW�2UGHUV��$GYLVRU\�3DQHO�5HFRPPHQGDWLRQV�DQG�)LQDO�5HSRUW��,,����WR�,,�����:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�@�
������'HODZDUH�0HOVRQ�)RUPXOD
7KH�'HODZDUH�0HOVRQ�IRUPXOD�ZDV�GHYHORSHG�E\�-XGJH�(OZRRG�)��0HOVRQ��-U���RI�'HODZDUH��,W�KDV�EHHQ�XVHG�VWDWHZLGH�LQ�'HODZDUH�VLQFH������>�6HH�'DOWRQ�Y� &ODQWRQ������$��G�������'HO��������@�DQG�ZDV�UHYLVHG�LQ�������7KH�0HOVRQ�IRUPXOD�LV�EDVHG�RQ�WKH�QHW�LQFRPH�RI�ERWK�SDUHQWV��IURP�ZKLFK�D�VHOI�VXSSRUW�UHVHUYH�LV�VXEWUDFWHG��)URP�WKDW�EDODQFH��DQ�DPRXQW�IRU�WKH�SULPDU\�VXSSRUW�QHHGV�RI�WKH�FKLOGUHQ�LV�VXEWUDFWHG��$IWHU�SURYLGLQJ�IRU�WKHVH�EDVLF�QHHGV��WKH�'HODZDUH�0HOVRQ�IRUPXOD�DOVR�DOORZV�D�FKLOG�WR�EHQHILW�IURP�HDFK�SDUHQW
V�UHPDLQLQJ�LQFRPH��7KLV�DGGLWLRQDO�VXSSRUW�DPRXQW�LV�GHWHUPLQHG�E\�PXOWLSO\LQJ�WKH�UHPDLQLQJ�LQFRPH�E\�D�SHUFHQWDJH�GHWHUPLQHG�E\�WKH�QXPEHU�RI�FKLOGUHQ�QHHGLQJ�VXSSRUW��)LQDOO\��FKLOG�FDUH�H[SHQVHV�DUH�DGGHG�DV�SDUW�RI�WKH�SULPDU\�VXSSRUW�DOORZDQFH��9HUVLRQV�RI�WKH�'HODZDUH�0HOVRQ�IRUPXOD�KDYH�EHHQ�HQDFWHG�LQ�'HODZDUH��+DZDLL��0RQWDQD��DQG�:HVW�9LUJLQLD��
�����6&23(�2)�7+(�35(6(17�678'<�
7KH�HYDOXDWLRQ�ZDV�GHVLJQHG�WR�LQYHVWLJDWH�����WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV�LQ�DFWXDO�FDVH�UHFRUGV������WKH�VXEMHFWLYH�SHUFHSWLRQV�RI�LQGLYLGXDOV�LQYROYHG�LQ�WKH�FKLOG�VXSSRUW�V\VWHP�ZLWK�UHJDUG�WR�WKH�RYHUDOO�RSHUDWLRQ�RI�JXLGHOLQHV������WKH�H[WHQW�DQG�TXDOLW\�RI�PDQGDWHG�6WDWH�JXLGHOLQH�UHYLHZV��DQG�����WKH�HIIHFW�RI�JXLGHOLQH�LPSOHPHQWDWLRQ�RQ�DZDUG�DPRXQWV�E\�DQDO\]LQJ�WKH������&XUUHQW�3RSXODWLRQ�6XUYH\��&36��0DWFKHG�0DUFK±$SULO�'DWD�)LOH��7KH�ILIWK�FRPSRQHQW�RI�WKH�VWXG\�ZDV�DQ�H[SHUW�SDQHO��7KLV�UHPDLQGHU�RI�WKLV�FKDSWHU�SURYLGHV�D�EULHI�RYHUYLHZ�RI�WKH�UHVHDUFK�TXHVWLRQV�DQG�PHWKRGRORJ\�IRU�WKH�ILYH�PDMRU�FRPSRQHQWV�RI�WKH�VWXG\���$SSHQGL[�$�SURYLGHV�D�PRUH�FRPSUHKHQVLYH�GHVFULSWLRQ�RI�WKH�PHWKRGRORJ\���
������2YHUDOO�5HVHDUFK�4XHVWLRQV
7KLV�VWXG\�DGGUHVVHG�D�YDULHW\�RI�TXHVWLRQV�UHODWHG�WR�WKH�IRUPXODWLRQ�DQG�DSSOLFDWLRQ�RI�JXLGHOLQHV��LQFOXGLQJ�WKH�IROORZLQJ��� +RZ�DUH�6WDWH�FKLOG�VXSSRUW�JXLGHOLQHV�DSSOLHG"�� :KDW�DUH�WKH�H[WHQW��DPRXQW��GLUHFWLRQ��DQG�FDXVHV�RI�GHYLDWLRQV�IURP�WKH�JXLGHOLQH�IRUPXOD"�� +RZ�GR�6WDWHV�DFFRXQW�IRU�IDPLOLHV
�VSHFLDO�FLUFXPVWDQFHV��VXFK�DV�VHFRQG�IDPLO\�PHPEHUV��H�J���IRUPHU�RU�RWKHU�FKLOGUHQ��VWHSFKLOGUHQ��DQG�VXEVHTXHQW�VSRXVHV���ZRUN�UHODWHG�DQG�RWKHU�FKLOG�FDUH��KHDOWK�LQVXUDQFH�RU�KHDOWK�FDUH�H[SHQVHV��DQG�YLVLWDWLRQ�DQG�FXVWRG\�H[SHQVHV"�,Q�DGGLWLRQ��KRZ�GR�6WDWHV�H[WHQG�JXLGHOLQH�DSSOLFDWLRQ�WR�FKLOGUHQ�ZKR�DUH�SDVW�WKH�DJH�RI�PDMRULW\�RU�HPDQFLSDWLRQ"�7R�ZKDW�GHJUHH�DUH�JXLGHOLQHV�DSSOLHG�LQ�WKH�FDVH�RI�FKLOGUHQ�ZKR�DUH�VWXGHQWV�LQ�SRVWVHFRQGDU\�YRFDWLRQDO RU�DFDGHPLF�VFKRROV"�'R�GHFLVLRQPDNHUV�DGGUHVV�WKHVH�FLUFXPVWDQFHV�E\�DGMXVWLQJ�WKH�DZDUG�DPRXQW�RU�E\�GHYLDWLQJ�IURP�WKH�JXLGHOLQH�IRUPXOD"�:KHQ�JXLGHOLQHV�DUH�LPSOHPHQWHG��LV�D�YHULILHG�LQFRPH�VWDWHPHQW�XVHG"�,V�LQFRPH�LPSXWDWLRQ�PHQWLRQHG�LQ�WKH�JXLGHOLQHV"�� :KDW�VSHFLDO�LVVXHV�UHODWH�WR�LQWHUVWDWH�FKLOG�VXSSRUW�FDVHV"�+DYH�DQ\�SUREOHPV�DULVHQ�LQ�DSSO\LQJ�JXLGHOLQHV�WR�VXFK�FDVHV"�:KDW�DVSHFW�V��RI�HVWDEOLVKLQJ�LQWHUVWDWH�VXSSRUW�RUGHUV�XVLQJ�JXLGHOLQHV�SUHVHQW�SDUWLFXODU�FKDOOHQJHV��H�J���JDWKHULQJ�ILQDQFLDO�LQIRUPDWLRQ�DQG�VHHNLQJ�RU�SUHYHQWLQJ�GHYLDWLRQV�"�� :KDW�LV�WKH�H[WHQW�DQG�TXDOLW\�RI�HDFK�PDQGDWHG�6WDWH�JXLGHOLQH�UHYLHZ"�:KDW�ILQGLQJV�UHVXOWHG�DQG�ZKDW�DFWLRQV�ZHUH�WDNHQ�DV�D�UHVXOW�RI�WKHVH�PDQGDWHG�UHYLHZV"�$UH�WKH�JXLGHOLQH�UHYLHZV�XS�WR�GDWH��DQG�GR�WKH\�PHHW�WKH�UHJXODWRU\�UHTXLUHPHQWV��H�J���FROOHFW�GDWD�RQ�GHYLDWLRQV�DQG�SURYLGH�HYLGHQFH�RI�DQDO\]LQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�ZKHQ�GHWHUPLQLQJ�JXLGHOLQHV�"�
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� :KDW�LV�WKH�LPSDFW�RI�PDQGDWHG�JXLGHOLQHV�RQ�WKH�OHYHO�RI�WKH�DZDUG�DPRXQW�DQG�RQ�FRPSOLDQFH"�:KDW�LV�WKH�HIIHFW�RI�FDVH�VWDWXV��LQ�VWDWH�YHUVXV�LQWHUVWDWH��RQ�WKH�DZDUG�DPRXQW"�
7KHVH�TXHVWLRQV�ZHUH�DGGUHVVHG�LQ�ILYH�DUHDV�RI�LQYHVWLJDWLRQ�XQGHUWDNHQ�LQ�WKH�HYDOXDWLRQ��(DFK�DUHD�LV�GHVFULEHG�EHORZ�LQ�WKH�IROORZLQJ�VHFWLRQ��
������2YHUYLHZ�RI�WKH�6WXG\�'HVLJQ
7KH�VWXG\�GHVLJQ�KDV�WKH�IROORZLQJ�ILYH�PDMRU�FRPSRQHQWV��� &DVH�'DWD�&ROOHFWLRQ�²&KLOG�VXSSRUW�FDVH�UHFRUGV�ZHUH�FROOHFWHG�DQG�FRGHG�IRU�TXDQWLWDWLYH�DQDO\VLV�RI�JXLGHOLQH�RXWFRPHV�IRU�IDPLOLHV�LQ����FRXQWLHV�LQ����6WDWHV��� 6WDNHKROGHU�,QWHUYLHZV�²9DULRXV�SDUWLFLSDQWV�LQ�WKH�FKLOG�VXSSRUW�V\VWHP�LQ�HDFK�RI�WKH����VWXG\�FRXQWLHV�ZHUH�LQWHUYLHZHG�WR�REWDLQ�WKHLU�YLHZV�RQ�JXLGHOLQH�LPSOHPHQWDWLRQ�DQG�RSHUDWLRQ��7KH�LQIRUPDWLRQ�ZDV�FROOHFWHG�LQ�HDFK�VWXG\�FRXQW\��� $QDO\VLV�RI�6WDWH�*XLGHOLQH�5HYLHZ�6WXGLHV�²6WDWH�JXLGHOLQH�UHYLHZ�VWXGLHV�ZHUH�UHTXHVWHG�IURP�HDFK�6WDWH�DQG�8�6��WHUULWRULHV�����RI����SURYLGHG�ZULWWHQ�UHVSRQVHV���7KHVH�VWXGLHV�ZHUH�DQDO\]HG�IRU�WKHLU�H[WHQW�DQG�TXDOLW\��,Q�DGGLWLRQ��DQ\�ILQGLQJV�DQG�DFWLRQV�WDNHQ�DV�D UHVXOW�RI�WKHVH�PDQGDWHG�UHYLHZV�ZHUH�GHVFULEHG�DQG�DQDO\]HG��� $QDO\VLV�RI�WKH�&36�6XSSOHPHQW�DQG�WKH�0DUFK�&36�0DWFKHG�)LOH�²$�VHFRQGDU\�DQDO\VLV�RI�WKH������&36�0DWFKHG�0DUFK±$SULO�'DWD�)LOH�ZDV�SHUIRUPHG�WR�H[DPLQH�WKH�HIIHFWV�RI�6WDWHV
�SUHVXPSWLYH�JXLGHOLQHV�RQ�FKLOG�VXSSRUW�DZDUG�DPRXQWV�DQG�FRPSOLDQFH��7KLV�DQDO\VLV�ZDV�GHVLJQHG�WR�SURYLGH�D�QDWLRQDO�FRQWH[W�IRU�WKH�FROOHFWHG�FDVH�LQIRUPDWLRQ�FROOHFWHG��� ([SHUW�3DQHO�²$�SDQHO�RI�H[SHUWV�ZDV�DVVHPEOHG�RQ�WZR�RFFDVLRQV�WR�SURYLGH�DGYLFH�RQ�����WKH�GLUHFWLRQ�WKDW�ZRXOG�EH�WDNHQ�IRU�UHVHDUFK�DQG�����LQWHUSUHWLQJ�WKH�ILQGLQJV�DQG�SUHSDULQJ�WKH�ILQDO�UHSRUW�LQ�RUGHU�WR�PDNH�PHDQLQJIXO�UHFRPPHQGDWLRQV�WR�WKH�FKLOG�VXSSRUW�FRPPXQLW\��$�YDULHW\�RI�LQGLYLGXDOV�ZDV�LQYLWHG�WR�MRLQ�WKH�([SHUW�3DQHO�WR�HQVXUH�UHSUHVHQWDWLRQ�IURP�D�IXOO�VSHFWUXP�RI�LQWHUHVWV��LQFOXGLQJ�UHSUHVHQWDWLYHV�RI�&3�DQG�1&3�DGYRFDWH�JURXSV��DGPLQLVWUDWRUV��MXGJHV��DWWRUQH\V��DQG�UHVHDUFKHUV���6HH�EHORZ�IRU�D�FRPSOHWH�OLVW�RI�([SHUW�3DQHO�PHPEHUV�DQG�D�GLVFXVVLRQ�RI�WKHLU�UHFRPPHQGDWLRQV���
7KH�FDVH�GDWD�FROOHFWLRQ�DQG�WKH�VWDNHKROGHU�LQWHUYLHZV�ZHUH�GHVLJQHG�WR�DGGUHVV�WKH�ILUVW�IRXU�UHVHDUFK�TXHVWLRQV��7KH�DQDO\VLV�RI�VWDWH�JXLGHOLQH�UHYLHZ�VWXGLHV�DGGUHVVHG�WKH�ILIWK�UHVHDUFK�TXHVWLRQ��(DFK�FRPSRQHQW�RI�WKH�HYDOXDWLRQ�LV�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�EHORZ��
������&DVH�'DWD�&ROOHFWLRQ
7KLV�FRPSRQHQW�LQYROYHG�FROOHFWLQJ�DQG�DQDO\]LQJ�FDVH�UHFRUGV�LQ�ZKLFK�D�FKLOG�VXSSRUW�RUGHU�ZDV�HVWDEOLVKHG�RU�PRGLILHG��7KH�FDVH�UHFRUGV�ZHUH�REWDLQHG�YDULRXV�IRUXPV��VXFK�DV�DGPLQLVWUDWLYH�DJHQFLHV�DQG�FRXUWV��7KH�GDWD�REWDLQHG�IURP�WKHVH�FDVHV�ZHUH�DQDO\]HG�WR�DQVZHU�WKH�ILUVW�IRXU�UHVHDUFK�TXHVWLRQV��
��������6WDWH�DQG�&RXQW\�6HOHFWLRQ
7KH�VWXG\�VLWHV�ZHUH�REWDLQHG�E\�VHOHFWLQJ���FRXQWLHV�LQ�HDFK�RI����6WDWHV��,W�VKRXOG�EH�QRWHG�WKDW�DFKLHYLQJ�D�UDQGRP�VDPSOH�ZDV�QRW�HVVHQWLDO�WR�WKLV�VHOHFWLRQ�SURFHVV��7KH�FULWHULD�XVHG�WR�FKRRVH�WKH�LQLWLDO�VWXG\�6WDWHV�ZHUH�UHSUHVHQWDWLRQ�RI�DOO�VSHFLILF�JXLGHOLQH�PRGHOV��L�H���SHUFHQWDJH�RI�LQFRPH��LQFRPH�VKDUH��DQG�'HODZDUH�0HOVRQ�PRGHOV��DQG�ZLOOLQJQHVV�WR�SDUWLFLSDWH��0DQ\�6WDWHV�UHIXVHG�WR�SDUWLFLSDWH�EHFDXVH�RI�WKH�LQYROYHG�ZRUN�EXUGHQ��
$IWHU�D�6WDWH�FRQILUPHG�LWV�SDUWLFLSDWLRQ�LQ�WKH�VWXG\��&65�FRQWDFWHG�D�GHVLJQDWHG�OLDLVRQ�ZKR�VHFXUHG�WKH�FRRSHUDWLRQ�RI�6WDWH�DQG�ORFDO�,9�'�DJHQFLHV�DQG�FRXUWV��&65�SURYLGHG�DVVLVWDQFH�WR�WKLV�6WDWH�OLDLVRQ�LQ�ZD\V�VXFK�DV�GHYHORSLQJ�D�SUHOLPLQDU\�GDWD�FROOHFWLRQ�SURWRFRO�IRU�WKDW�6WDWH��7KH�OLDLVRQ�XVHG�WKLV�SURWRFRO�WR�DVVLVW�GLVFXVVLRQV�ZLWK�ORFDO�VWDII��&65�SHULRGLFDOO\�PRQLWRUHG�WKH�OLDLVRQ
V�SURJUHVV�LQ�REWDLQLQJ�WKHLU FRRSHUDWLRQ��
7KH�IROORZLQJ����VWDWHV�HOHFWHG�WR�SDUWLFLSDWH�LQ�WKH�VWXG\��� $UNDQVDV��� 'HODZDUH��� )ORULGD��� 0DVVDFKXVHWWV��� 0LQQHVRWD��� 0LVVRXUL��� 1HZ�+DPSVKLUH��� 1HZ�-HUVH\��� 3HQQV\OYDQLD��� :DVKLQJWRQ��DQG�� :LVFRQVLQ��
��������'DWD�&ROOHFWLRQ�0HWKRGRORJ\
7KH�DLP�RI�WKLV�VWXG\�ZDV�WR�FROOHFW�����FDVHV�ZLWK�FRPSOHWH�GRFXPHQWDWLRQ�IURP�HDFK�SDUWLFLSDWLQJ�FRXQW\��������FDVHV�WRWDO���7R�HQVXUH�WKDW�D�GLYHUVLW\�RI�FDVH�W\SHV�ZDV�UHSUHVHQWHG��WKH�FKLOG�VXSSRUW�DZDUG�SURFHVV�LQ�HDFK�FRXQW\�ZDV�FDUHIXOO\�UHVHDUFKHG��7KH�HQG�JRDO�ZDV�D�VDPSOH�RI�FDVHV�IURP�HDFK�FRXQW\�WKDW�UHIOHFWHG�WKH�YDULRXV�IRUXPV�LQ�ZKLFK�RUGHUV�FRXOG�EH�HVWDEOLVKHG�RU�PRGLILHG�DQG�WKDW�DOVR�LQFOXGHG�D�PL[�RI�,9�'�DQG�QRQ�,9�'�FDVHV��7KH�PHWKRGRORJ\�LV�IXUWKHU�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�EHORZ��
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&DVHV�ZHUH�SURVSHFWLYHO\�VHOHFWHG��WKDW�LV��IRU�D�FDVH�WR�EH�LQFOXGHG�LQ�WKH�VWXG\��D�FKLOG�VXSSRUW�DZDUG�PXVW�KDYH�EHHQ�HVWDEOLVKHG�RU�PRGLILHG�GXULQJ�WKH�SHULRG�RI�WKH�VWXG\��7KH�FROOHFWHG�GDWD�ZHUH�RI�WZR�W\SHV������ZRUNVKHHW�LQIRUPDWLRQ�FRQWDLQLQJ�GDWD�RQ�WKH�LQFRPH�DQG�H[SHQVHV�RI�WKH�SDUWLHV��DGMXVWPHQWV��DQG�WKH�FDOFXODWLRQV�RI�DZDUG�DPRXQWV�DQG�����VXSSOHPHQWDO�LQIRUPDWLRQ�IURP�WKH�FDVH�UHFRUGV�RQ�GHYLDWLRQV��WKH�VL]H�DQG�FRPSRVLWLRQ�RI�IDPLOLHV��WKH�W\SH�RI�DZDUG��FDVH�W\SH��DQG�RWKHU�GHVFULSWLYH�GDWD��$OWKRXJK�VWUHQXRXV�HIIRUWV�ZHUH�PDGH�WR�REWDLQ�FRPSOHWH�FDVH�UHFRUGV�FRQWDLQLQJ�ERWK�ZRUNVKHHW�DQG�VXSSOHPHQWDO�GDWD��VRPH�FDVH�ILOHV�FRQWDLQHG�LQFRPSOHWH�LQIRUPDWLRQ��
7DEOH�����IROORZLQJ�WKLV�SDJH�OLVWV�����WKH����FRXQWLHV�IURP�ZKLFK�GDWD�ZHUH�FROOHFWHG�DQG�����WKH�QXPEHU�RI�FDVH�UHFRUGV�RI�HDFK�W\SH��L�H���ZRUNVKHHW�RU�VXSSOHPHQWDO�GDWD��LQFOXGHG�LQ�WKH�UHVHDUFK�GDWDEDVH��2QH�FRXQW\�LQ�1HZ�-HUVH\�SURYLGHG�QR�XVDEOH�ZRUNVKHHW�GDWD��0RVW�DQDO\VHV�UHSRUWHG�LQ�&KDSWHU���RI�WKLV�UHSRUW�FRPELQHG�ZRUNVKHHW�ZLWK�VXSSOHPHQWDO�GDWD��ZKLOH�WKH�DQDO\VLV�UHSRUWHG�LQ�&KDSWHU���XVHG�WKH�VXSSOHPHQWDO�GDWD��7KH�VWXG\�PHWKRGRORJ\�ZDV�GHVLJQHG�WR�FROOHFW�GDWD�RQ�WKH�IXOO�UDQJH�RI�VXSSRUW�FDVHV�GHFLGHG�LQ�WKH�FRXQWLHV��LQFOXGLQJ�ERWK�$)'&�FDVHV�DQG�QRQ�$)'&�FDVHV�KDQGOHG�E\�WKH�,9�'�DJHQF\��DV�ZHOO�DV�QRQ�,9�'�FDVHV��7KH�FDVH�VWDWXV��VXPPDUL]HG�E\�FRXQW\�LQ�7DEOH������VKRZV�WKDW�FDVHV�DFURVV�DOO�FRXQWLHV�ZHUH�QHDUO\�HTXDOO\�GLYLGHG�DPRQJ�WKUHH�FDWHJRULHV������$)'&�FDVHV������,9�'�QRQ�$)'&�FDVHV��DQG�����QRQ�,9�' FDVHV��,Q�3HQQV\OYDQLD�DOO�FKLOG�VXSSRUW�FDVHV�DUH�KDQGOHG�E\�WKH�,9�'�DJHQF\��DQG�1HZ�-HUVH\�GRHV�QRW�PDNH�DQ�DGPLQLVWUDWLYH�GLVWLQFWLRQ�EHWZHHQ�,9�'�DQG�QRQ�,9�'�FDVHV��&KLOG�VXSSRUW�RUGHUV�DSSOLFDEOH�WR�WKH�VWXG\�LQFOXGHG�WKH�IROORZLQJ��� 7HPSRUDU\�RUGHUV��� 3HUPDQHQW�RUGHUV��� ,QWHULP�RUGHUV��DQG�� $ZDUG�PRGLILFDWLRQV��
7DEOH�����VKRZV�WKH�GLVWULEXWLRQ�RI�FDVHV�E\�W\SH�RI�DZDUG�DFURVV�DOO�VLWHV��7KH�PRVW�IUHTXHQW�W\SH�RI�DZDUG�ZDV�D�SHUPDQHQW�DZDUG��LQ������SHUFHQW�RI�WKH�FDVHV���0RGLILFDWLRQV�ZHUH�PDGH�LQ������SHUFHQW�RI�FDVHV��DQG�WHPSRUDU\�DZDUGV�ZHUH�UHSRUWHG�LQ������SHUFHQW�RI�FDVHV��
7KHVH�DZDUGV�FRXOG�EH�PDGH�LQ�DQ\�W\SH�RI�FDVH��VXFK�DV�VHSDUDWLRQV��GLVVROXWLRQV��RU�SDWHUQLW\�HVWDEOLVKPHQWV��7DEOH�����VXPPDUL]HV�WKH�W\SHV�RI�FDVHV�DQG�VKRZV�WKDW�SDWHUQLW\�HVWDEOLVKPHQWV�ZHUH�PRVW�IUHTXHQW�������SHUFHQW�RI�FDVHV���IROORZHG�E\�GLVVROXWLRQV�������SHUFHQW���0RGLILFDWLRQV�WR�H[LVWLQJ�DZDUGV�GLG�QRW�UHSRUW�D�VHSDUDWH�FDVH�W\SH��DQG������SHUFHQW�RI�WKH�UHFRUGV�KDG�PLVVLQJ�FDVH�W\SHV��
&DVHV�ZHUH�FROOHFWHG�LQ�DOO�UHOHYDQW�IRUXPV�ZKHUH�FDVHV�DUH�KHDUG�LQ�WKH�FRXQW\��LQFOXGLQJ�FRXUWV��TXDVL�MXGLFLDO�VHWWLQJV��DQG�DGPLQLVWUDWLYH�ERGLHV��7DEOH�����VKRZV�WKDW������SHUFHQW�RI�WKH�FDVHV�ZHUH�KHDUG�LQ�FRXUWV�DQG������SHUFHQW�LQ�TXDVL�MXGLFLDO�VHWWLQJV��,Q�DGGLWLRQ������SHUFHQW�ZHUH�KHDUG�EHIRUH�DGPLQLVWUDWLYH�ERGLHV��7KHUH�ZDV�OHVV�XQLIRUPLW\�WKDQ�H[SHFWHG�ZLWKLQ�6WDWHV²RQO\�WZR�6WDWHV��$UNDQVDV�DQG�0DVVDFKXVHWWV�KHDUG�DOO�FDVHV�LQ�MXGLFLDO�IRUXPV��ZKLOH�LQ�PRVW�6WDWHV��PDQ\�IRUXPV�ZHUH�XVHG��'LIIHUHQW�FDVH�W\SHV�ZHUH�KHDUG�LQ�GLIIHUHQW�IRUXPV�LQ�VRPH�FRXQWLHV��$V�VKRZQ�LQ�7DEOH�����IROORZLQJ�WKLV�SDJH��RQO\������SHUFHQW�RI�QRQ�,9�'�FDVHV�ZHUH�KHDUG�LQ�MXGLFLDO�IRUXPV��FRPSDUHG�ZLWK������SHUFHQW�RI�DOO�FDVHV��ZKLOH����SHUFHQW�ZHUH�KHDUG�LQ�TXDVL�MXGLFLDO�IRUXPV��DQG������SHUFHQW�ZHUH�KHDUG�LQ�DGPLQLVWUDWLYH�IRUXPV��
7KH�VWXG\�FRXQWLHV�YDULHG�VXEVWDQWLDOO\�LQ�FDVH�FKDUDFWHULVWLFV��7KH�IROORZLQJ�FKDUDFWHULVWLFV�ZHUH�QRWDEOH��� 2YHUDOO��PRUH�WKDQ�RQH�WKLUG�RI�WKH�FDVHV�ZHUH�,9�'�$)'&�FDVHV��VHH�7DEOH�������$PRQJ�WKH�FRXQWLHV��WKH�SHUFHQWDJH�RI�FDVHV�WKDW�ZHUH�$)'&�FDVHV�UDQJHG�IURP�D�ORZ�RI������SHUFHQW��LQ�D�:LVFRQVLQ�FRXQW\��WR�D�KLJK�RI������SHUFHQW��LQ�D�0DVVDFKXVHWWV�FRXQW\���$FURVV�DOO�FRXQWLHV�������SHUFHQW�ZHUH�,9�'�QRQ�$)'&�FDVHV������SHUFHQW�ZHUH�,9�'�FDVHV�IRU�ZKLFK�$)'&�VWDWXV�ZDV�QRW�UHSRUWHG��DQG������SHUFHQW�ZHUH�QRQ�,9�'�FDVHV��� )DWKHUV�ZHUH�WKH�REOLJRUV�LQ����SHUFHQW�RI�WKH�FDVHV��DV�H[SHFWHG��VHH�7DEOH�������&RXQWLHV�YDULHG�OLWWOH�DPRQJ�HDFK�RWKHU�ZLWK�UHVSHFW�WR�WKH�SDUHQW�ZKR�ZDV�PRVW�RIWHQ�WKH�REOLJHH��0RWKHUV�ZHUH�REOLJHHV�LQ����SHUFHQW�RI�WKH�FDVHV��IDWKHUV�ZHUH�REOLJHHV�LQ���SHUFHQW��DQG�WKH�6WDWH�ZDV�WKH�REOLJHH�LQ���SHUFHQW��VHH�7DEOH�������� 7KH�QXPEHU�RI�FKLOGUHQ�FRYHUHG�E\�WKH�RUGHU�ZDV�RQH�FKLOG�LQ����SHUFHQW�RI�WKH�RUGHUV��WZR�FKLOGUHQ�LQ��� SHUFHQW��DQG���RU�PRUH�FKLOGUHQ�LQ�WKH�UHPDLQGHU�RI�RUGHUV��7KLV�GLIIHUHG�VRPHZKDW�IURP�WKH�QDWLRQDO�&36�GDWD��RI�ZKLFK����SHUFHQW�RI�FDVHV�LQYROYHG�RQH�FKLOG�DQG����SHUFHQW�LQYROYHG�WZR�FKLOGUHQ��>�7DEOH���LQ��&HQVXV�%XUHDX��������&KLOG�6XSSRUW�IRU�&XVWRGLDO�0RWKHUV�DQG�)DWKHUV��������&XUUHQW�3RSXODWLRQV�5HSRUWV��6HULHV�3��������:DVKLQJWRQ��'&��8�6��*RYHUQPHQW�3ULQWLQJ�2IILFH�@�7KH�DJH�RI�WKH�\RXQJHVW�FKLOG�ZDV�\RXQJHU�WKDQ�DJH���LQ����SHUFHQW�RI�WKH�FDVHV�DQG�ZDV�DJH���WR����LQ����SHUFHQW�RI�WKH�FDVHV��
���������'DWD�/LPLWDWLRQV
$�YDULHW\�RI�IDFWRUV�FRPSURPLVHG�WKH�H[WHQW�WR�ZKLFK�WKH�VWXG\�GDWD�DQG�ILQGLQJV�FDQ�EH�DSSOLHG�WR�WKH�JHQHUDO�SRSXODWLRQ�RI�FKLOG�VXSSRUW�FDVHV��,W�LV�LPSRUWDQW�WR�HPSKDVL]H�WKDW�WKH�GDWD�DQG�ILQGLQJV�SUHVHQWHG�LQ�WKLV�UHSRUW�FDQQRW�EH�XVHG�WR�PDNH�VWDWHPHQWV�DERXW�DOO�FKLOG�VXSSRUW�FDVHV�LQ�DQ\�SDUWLFXODU�VWXG\�6WDWH�RU�LQ�WKH�HQWLUH�8QLWHG�6WDWHV�IRU�WKH�IROORZLQJ�UHDVRQV��ZKLFK�DUH�SULPDULO\�OLQNHG�WR�WKH�UHVHDUFK�PHWKRGRORJ\��� 7KH�SDUWLFLSDWLQJ�6WDWHV�ZHUH�FKRVHQ�DV�D�FRQYHQLHQFH�VDPSOH��QRW�D�UHSUHVHQWDWLYH�VDPSOH�RI�DOO�6WDWHV��$OWKRXJK�DQ�HIIRUW�ZDV�PDGH�WR�LQFOXGH�D�GLYHUVLW\�RI�JXLGHOLQH�PRGHO�W\SHV�DQG�FKLOG�VXSSRUW�IRUPXODV�LQ�WKH�VWXG\��6WDWHV�XOWLPDWHO\�PDGH�WKH�GHFLVLRQ�WR�SDUWLFLSDWH��DQG�VHYHUDO�6WDWHV�FKRVH�QRW WR�SDUWLFLSDWH�IRU�D�YDULHW\�RI�UHDVRQV��VRPH�RI�ZKLFK�ZHUH�GLVFXVVHG�HDUOLHU�LQ�WKLV�FKDSWHU��� 7KH�PHWKRG�DQG�SHULRG�RI�WKH�GDWD�FROOHFWLRQ�ZHUH�LPSOHPHQWHG�WR�PLQLPL]H�WKH�EXUGHQ�RQ�FRXUW�DQG�DJHQF\�VWDII��7KH�HIIHFW�ZDV�WKDW�FROOHFWLRQ�LQ�VRPH�FRXQWLHV ZDV�QRW�FRQWLQXRXV��
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� 7KH�FDVH�UHFRUG�FROOHFWLRQ�ZDV�FRQGXFWHG�SURVSHFWLYHO\��DQG�FRXQW\�SHUVRQQHO�ZHUH�IXOO\�DZDUH�WKDW�D�VWXG\�ZDV�XQGHUZD\�LQ�WKHLU�FRXQWLHV��7KLV�DZDUHQHVV�SRVVLEO\�LQIOXHQFHG�FDVHZRUNHUV��KHDULQJ�RIILFHUV��PDVWHUV��MXGJHV��DQG�RWKHUV�LQ�WKH�FKLOG�VXSSRUW�ILHOG��SURPSWLQJ�WKHP�WR�IROORZ�SURFHGXUHV�PRUH�FORVHO\�DQG�GRFXPHQW�SURFHHGLQJV�PRUH�FRPSOHWHO\�WKDQ�XVXDO��$OWKRXJK�WKH�TXDOLW\�RI�WKH�UHFRUGV�UHFHLYHG�IURP�6WDWHV�VXJJHVWV�WKH�FRQWUDU\��WKLV�VWXG\�VDPSOH�FDQQRW�EH�GHVFULEHG�DV��UHSUHVHQWDWLYH���� 7KH�GDWD�FROOHFWLRQ�PHWKRGRORJ\�HPSKDVL]HG�D�EDODQFHG�VDPSOH�EHWZHHQ�,9�'�DQG�QRQ�,9�'�FDVHV��,Q�SUDFWLFH��WKLV�FRXOG�QRW�EH�DWWDLQHG�EHFDXVH�,9�'�FDVHV�ZHUH�PRUH�QXPHURXV�WKDW�QRQ�,9�'�FDVHV��� 7KH�FDVHV�ZHUH�FROOHFWHG�E\�FRXQW\�SHUVRQQHO�DQG� LQ�VRPH�LQVWDQFHV��D�WHPSRUDU\�VWDII�RU�FRQVXOWDQWV��,W�LV�SRVVLEOH�WKDW�VRPH�FDVHV�ZHUH�LQDGYHUWHQWO\�RYHUORRNHG�E\�WKH�GDWD�FROOHFWRUV�DQG�RWKHU�FDVHV�ZHUH�QRW�VHQW�EHFDXVH�WKH\�ZHUH�LQFRPSOHWH��� 7KH�GRFXPHQWV�FROOHFWHG�IRU�FRGLQJ�DQG�DQDO\VLV�GLFWDWHG�ZKDW�LQIRUPDWLRQ�FRXOG�EH�JOHDQHG��)RU�H[DPSOH��LI�D�VHFRQG�IDPLO\�PDWWHU�ZDV�GLVFXVVHG�ZLWK�WKH�GHFLVLRQPDNHU��EXW�ZDV�QRW�UHFRUGHG�RQ�WKH�ZULWWHQ�RUGHU��WKH�LQIRUPDWLRQ�ZDV�QRW�DYDLODEOH�IRU�XVH�LQ�WKLV�VWXG\��6RPH�GRFXPHQWV�ZHUH�QRW�NHSW�LQ�WKH�SHUPDQHQW�UHFRUG�GXH�WR�VWRUDJH�OLPLWDWLRQV��IRU�H[DPSOH��XVXDOO\�WUXH�RI�LQFRPH�YHULILFDWLRQ�SDSHUV���8QOHVV�WKH�UHFRUG�H[SOLFLWO\�GLVFXVVHG�KRZ�LQFRPH�ZDV�YHULILHG��WKH�LQIRUPDWLRQ�ZDV�ORVW�DQG�WKXV�QRW�LQFOXGHG�LQ�WKLV�VWXG\��
��������&RQGXFWLQJ�8QVWUXFWXUHG�7HOHSKRQH�,QWHUYLHZV�:LWK�6WDWH�DQG�/RFDO�2IILFLDOV
8QVWUXFWXUHG�WHOHSKRQH�LQWHUYLHZV�ZHUH�GHVLJQHG�WR�FROOHFW�LQIRUPDWLRQ�IURP�WKRVH�LQYROYHG�LQ�WKH�IRUPXODWLRQ�DQG�DSSOLFDWLRQ�RI�JXLGHOLQHV�DQG�WKH�SDUHQWV�ZKR�KDYH�KDG�SHUVRQDO�H[SHULHQFH�ZLWK�FKLOG�VXSSRUW�JXLGHOLQHV��7KH�TXHVWLRQV�DQG�WRSLFV�GLVFXVVHG�LQ�WKH�LQWHUYLHZV�ZHUH�GHVLJQHG�WR�JDWKHU�LQIRUPDWLRQ�RQ�WKH�UHVSRQGHQW
V�H[SHULHQFH�ZLWK�LVVXHV�VXFK�DV�WKH�IROORZLQJ��� $GKHUHQFH�WR�JXLGHOLQHV�E\�WKH�FRXUW��UHIHUHH��RU�DGPLQLVWUDWLYH�KHDULQJ�RIILFHU��� 6SHFLILFLW\�RI�ILQGLQJV�VXSSRUWLQJ�GHYLDWLRQV�IURP�JXLGHOLQH��� 5HSUHVHQWDWLRQ�E\�DQ�DWWRUQH\�GXULQJ�SURFHHGLQJV��� 3URFHGXUHV�IRU�REWDLQLQJ�UHOHYDQW�LQIRUPDWLRQ��H�J���LQFRPH�LQIRUPDWLRQ��IURP�SDUWLHV��LQFOXGLQJ�SDUWLHV�LQ�LQWHUVWDWH�FKLOG�VXSSRUW�FDVHV��� $SSOLFDWLRQ�RI�JXLGHOLQHV�LQ�LQWHUVWDWH�FDVHV��� $GHTXDF\�DQG�HIILFLHQF\�RI�6WDWH�JXLGHOLQH�ZRUNVKHHWV��� (IIHFWLYHQHVV�RI�WUDLQLQJ�RIIHUHG�LQ�WKH�6WDWH�RQ�JXLGHOLQH�DSSOLFDWLRQ�DQG�ZRUNVKHHW�FRPSOHWLRQ��� 3URFHVV�XVHG�WR�HVWDEOLVK�DQG�PRGLI\�6WDWH�JXLGHOLQH�IRUPXODV�RU�VFKHGXOHV��� 5HVSRQGHQW�SHUFHSWLRQV�RI�JXLGHOLQH��IDLUQHVV���DQG�� 5HFRPPHQGHG�FKDQJHV��
,GHQWLI\LQJ�,QWHUYLHZ�3DUWLFLSDQWV
7KH�$%$�FRQWDFWHG�6WDWH�OLDLVRQV�WR�LGHQWLI\�VHOHFWHG�LQGLYLGXDOV�LQ���FRXQWLHV�RI�WKH����VWXG\�VWDWHV��7KH�SDUWLFLSDQWV�WR�EH�LQWHUYLHZHG�LQFOXGHG�&3V��1&3V��,9�'�FDVHZRUNHUV��,9�'�DWWRUQH\V��SULYDWH�DWWRUQH\V��DQG�MXGJHV��,Q�WKRVH�6WDWHV�ZKHUH�WKH\�SOD\HG�D�UROH�LQ�FKLOG�VXSSRUW��PHGLDWRUV��PDVWHUV�DQG�FRPPLVVLRQHUV�ZHUH�LQWHUYLHZHG��
3DUHQW�DGYRFDF\�JURXSV�DOVR�ZHUH�FRQWDFWHG�WR�LGHQWLI\�&3V�DQG�1&3V�ZLOOLQJ�WR�VSHDN�ZLWK�DQ�$%$�UHSUHVHQWDWLYH�UHJDUGLQJ�SHUVRQDO�FKLOG�VXSSRUW�H[SHULHQFHV��,Q�WKRVH�6WDWHV�ZKHUH�&3V�DQG�1&3V�FRXOG�QRW�EH�LGHQWLILHG��>�&3�RUJDQL]DWLRQV�ZHUH�TXLFN�DQG�KHOSIXO�LQ�SURYLGLQJ�QDPHV�DQG�QXPEHUV�RI�SHUVRQV�ZKR�PLJKW�DJUHH�WR�VKDUH�WKHLU�SHUVRQDO�H[SHULHQFHV�ZLWK�WKH�$%$�UHSUHVHQWDWLYH��8QIRUWXQDWHO\��PDQ\�SURYLGHG�&3�WHOHSKRQH�QXPEHUV�ZHUH�QRW�YDOLG�DQG�WKH�RUJDQL]DWLRQV�GLG�QRW�DOZD\V�UHIHU�D�&3�OLVWHG�LQ�WKH�VWXGLHG�FRXQW\��6RPH�&3V�FRQWDFWHG�SURYLGHG�QDPHV�RI�RWKHU�&3V�ZKR�ZRXOG�SURYLGH�LQIRUPDWLRQ��1&3�RUJDQL]DWLRQV�ZHUH�OHVV�FRRSHUDWLYH��DQG�PDQ\�6WDWH�FKDSWHUV�RU�DIILOLDWHV�GLG�QRW�UHWXUQ�LQLWLDO�FRQWDFW�SKRQH�FDOOV��2WKHU�RUJDQL]DWLRQV�H[SUHVVHG�GLVFRPIRUW�LQ�SURYLGLQJ�D�JRYHUQPHQW�VWXG\�ZLWK�WKHLU�PHPEHUV
�QDPHV�RU�WHOHSKRQH�QXPEHUV��7KH�1&3�RUJDQL]DWLRQV�WKDW�FRRSHUDWHG�GLG�VR�ZLWKRXW�DQ\�KHVLWDWLRQ�DQG�WKH�SURYLGHG�QDPHV�DQG�SKRQH�QXPEHUV�ZHUH�D�YDOXDEOH�VRXUFH�RI�LQIRUPDWLRQ��@�WKH�$%$�FRQWDFWHG�WKH�6WDWH�FKLOG�VXSSRUW�DJHQF\�DQG�DVNHG�LI VRPH�RI�WKHLU�FOLHQWV�ZRXOG�EH�ZLOOLQJ�WR�WDON�ZLWK�&65�VWDII��7KLV�DYHQXH�SURYHG�HIIHFWLYH�LQ�FRQWDFWLQJ�&3V�DV�ZHOO�DV�1&3V��
7KLV�ILQDO�UHSRUW�DQDO\]HV�DQG�VXPPDUL]HV�����XQVWUXFWXUHG�WHOHSKRQH�LQWHUYLHZV�WKDW�ZHUH�FRQGXFWHG�LQ�DQ�HIIRUW�WR�JDLQ�D�UHDO�OLIH��DV�RSSRVHG�WR�SHUFHLYHG��ORRN�DW�KRZ�6WDWH�FKLOG�VXSSRUW�JXLGHOLQHV�DUH�IRUPXODWHG�DQG�DSSOLHG��
��������(YDOXDWLQJ�6WDWH�*XLGHOLQH�5HYLHZV
&65�DQG�WKH�$%$�GHYHORSHG�WKH�IROORZLQJ�OLVW�RI�IDFWRUV�DQG�LVVXHV�DJDLQVW�ZKLFK�HDFK�6WDWH
V�VXSSRUW�JXLGHOLQH�UHYLHZ�ZDV�DQDO\]HG��� %DVLV�IRU�VWXG\��H�J���DQHFGRWDO�LQIRUPDWLRQ�RU�FDVH�UHFRUGV���� 1XPEHU�RI�FDVHV�UHYLHZHG�E\�WKH�6WDWH��� 7\SH�RI�FDVHV��H�J���,9�'�$)'&��,9�'�QRQ�$)'&��RU�QRQ�,9�'���� 7KH�HQWLW\�FRQGXFWLQJ�WKH�UHYLHZ��� )DFWRUV�OLVWHG�DV�MXVWLILFDWLRQ�IRU�GHYLDWLRQ��� )UHTXHQF\�RI�SDUWLFXODU�IDFWRUV��� 'LUHFWLRQ�RI�GHYLDWLRQ��L�H���XSZDUG�RU�GRZQZDUG���� $YHUDJH�DPRXQW�RI�GHYLDWLRQ��� &RPSOHWHQHVV�RI�FDVH�ILOHV��LI�WKH�VWXG\�SURYLGHV�WKLV�LQIRUPDWLRQ��� 5HFRPPHQGDWLRQV�UHVXOWLQJ�IURP�6WDWH�UHYLHZ��� 4XDOLW\�RI�WKH�UHVHDUFK�GHVLJQ��DQG�
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� $Q\�FKDQJHV�PDGH�WR�6WDWH�JXLGHOLQHV�DV�D�UHVXOW�RI�WKH�UHYLHZ��
7KH�ILQGLQJV�IURP�WKLV�DQDO\VLV�DUH�SUHVHQWHG�LQ�WKHLU�HQWLUHW\�LQ�9ROXPH�,,�RI�WKLV�ILQDO�UHSRUW��6SHFLILF�UHVXOWV��DV�WKH\�SHUWDLQ�WR�FKLOG�VXSSRUW�LVVXHV��DUH�SUHVHQWHG�LQ�WKH�PDLQ�ERG\�RI�WKLV�UHSRUW��
������$QDO\VLV�3ODQ�IRU�WKH�&36�6XSSOHPHQW�DQG�WKH�0DUFK�&36�0DWFKHG�)LOH
&XUUHQW�3RSXODWLRQ�6XUYH\��&36��GDWD�ZHUH�DQDO\]HG�WR�SURYLGH�D�QDWLRQDO�FRQWH[W�IRU�WKH�UHYLHZ�RI�FKLOG�VXSSRUW�JXLGHOLQH�ZRUNVKHHWV�DQG�GHYLDWLRQV�DQG�WKH�DQDO\VLV�RI�6WDWH�JXLGHOLQH�UHYLHZ�UHSRUWV��7KLV�VHFRQGDU\�DQDO\VLV�H[DPLQHG�WKH�HIIHFW�RI�6WDWH�SUHVXPSWLYH�JXLGHOLQHV�RQ�DZDUG�DPRXQWV��$�SULPDU\�UHVHDUFK�TXHVWLRQ�JXLGHG�WKLV�DQDO\VLV��:KDW�HIIHFW��LI�DQ\��GLG�SUHVXPSWLYH�6WDWH�JXLGHOLQHV�KDYH�RQ�FKLOG�VXSSRUW�DZDUG�DPRXQWV"�
7KH�PRQWKO\�&36�LV�DQ�LQ�SHUVRQ�RU�WHOHSKRQH�VXUYH\�DGPLQLVWHUHG�E\�WKH�8�6��%XUHDX�RI�WKH�&HQVXV��,QWHUYLHZHUV�DVN�HDFK�KRXVHKROG�PHPEHU�ROGHU�WKDQ�DJH����TXHVWLRQV�RQ�ODERU�IRUFH�SDUWLFLSDWLRQ��DQG�LQ DGGLWLRQ�WR�EDVLF�&36�TXHVWLRQV��LQWHUYLHZHUV�DVN�VXSSOHPHQWDU\�TXHVWLRQV��(DFK�0DUFK�WKH�&36�FROOHFWV�HFRQRPLF�GDWD�RQ�LQGLYLGXDOV�DQG�IDPLOLHV�IRU�WKH�SUHYLRXV�\HDU��DQG�HDFK�$SULO�RI�HYHU\�RWKHU�\HDU��HYHQ�QXPEHUHG�\HDUV���LQWHUYLHZHUV�DVN�&3V�VXSSOHPHQWDU\�TXHVWLRQV�RQ�FKLOG�VXSSRUW��7KH�&HQVXV�%XUHDX�PDWFKHG�UHVSRQVHV�WR�WKH�$SULO������&36�VXSSOHPHQW�WR�UHVSRQVHV�WR�WKH�0DUFK������VXUYH\��FUHDWLQJ�D�VLQJOH�GDWD�VHW�ZLWK�GHPRJUDSKLF��HFRQRPLF��HPSOR\PHQW��DQG�FKLOG�VXSSRUW�LQIRUPDWLRQ��
$�WRWDO�RI�������FDVHV�ZHUH�LQ�WKH�0DUFK�$SULO�0DWFKHG�&36�ILOH��UHSUHVHQWLQJ�����PLOOLRQ�SHUVRQV�LQ�WKH�8QLWHG�6WDWHV�ZLWK�HVWDEOLVKHG�FKLOG�VXSSRUW�DZDUGV�LQ�������&DVHV�H[FOXGHG�IURP�WKH�VHOHFWHG�VXEVDPSOH�LQFOXGHG�FDVHV�LQ�ZKLFK�WKH�DZDUG�ZDV�HVWDEOLVKHG�LQ�������LI QR�GROODU�DPRXQW�ZDV�JLYHQ�IRU�D�FKLOG�VXSSRUW�DZDUG�IRU�������RU�LI�WKH�VXSSRUWHG�FKLOG�ZDV�ERUQ�DIWHU�������7KHUHIRUH��������FDVHV�ZHUH�HOLJLEOH�IRU�LQFOXVLRQ�LQ�WKH�DQDO\VLV��
7KH�NH\�GHPRJUDSKLF�FKDUDFWHULVWLFV�RI�WKH�SRSXODWLRQ�RI�FKLOG�VXSSRUW�REOLJHHV�ZHUH�DV�IROORZV��� 6H[�²,Q������PRVW�REOLJHHV�ZLWK�FKLOG�VXSSRUW�DZDUGV�ZHUH�ZRPHQ��(LJKW�SHUFHQW�RI�REOLJHHV�ZHUH�PDOHV��FRPSDUHG�ZLWK����SHUFHQW�ZKR�ZHUH�IHPDOHV��)HPDOH�REOLJHHV�UHFHLYHG�ODUJHU�DZDUG�DPRXQWV�WKDQ�PDOHV��� 5DFH�HWKQLFLW\�²,Q������WKUHH�IRXUWKV�RI�REOLJHHV�ZHUH�ZKLWH�DQG�QRQ�+LVSDQLF��VL[WHHQ�SHUFHQW�RI�WKH�REOLJHHV�ZHUH�EODFN�QRQ�+LVSDQLF��DQG�VHYHQ�SHUFHQW�ZHUH�+LVSDQLF��:KLWH�REOLJHHV�UHFHLYHG�ODUJHU�DZDUG�DPRXQWV�WKDQ�REOLJHHV�ZKR�ZHUH�UDFLDO�RU�HWKQLF�PLQRULWLHV��+LVSDQLFV�UHFHLYHG�WKH�VPDOOHVW�DYHUDJH�DZDUG�DPRXQW��� $JH�²,Q������DOPRVW�RQH�KDOI�����SHUFHQW��RI�WKH�REOLJHH�SRSXODWLRQ�ZHUH�RYHU�DJH��� DQG���SHUFHQW�ZHUH�WHHQDJHUV��6HYHQ�SHUFHQW�ZHUH�WHHQDJHUV�DW�WKH�WLPH�RI�WKH�DZDUG�PRGLILFDWLRQ�����SHUFHQW�ZHUH�DJHV����WR��������SHUFHQW�ZHUH�DJHV����WR��������SHUFHQW�ZHUH�DJHV����WR�����DQG����SHUFHQW�ZHUH�RYHU�DJH�����2OGHU�REOLJHHV��DJH����DQG�ROGHU���UHFHLYHG�ODUJHU�DZDUG�DPRXQWV�WKDQ�\RXQJHU�REOLJHHV��� 1XPEHU�RI�FKLOGUHQ�²2QH�KDOI�RI�REOLJHHV�����SHUFHQW��KDG�RQH�FKLOG��RQH�WKLUG�����SHUFHQW��KDG�WZR�FKLOGUHQ�����SHUFHQW�KDG�WKUHH�FKLOGUHQ��DQG��SHUFHQW�KDG�IRXU�RU�PRUH�FKLOGUHQ��>�7DEOH���LQ��&HQVXV�%XUHDX��������&KLOG�6XSSRUW�IRU�&XVWRGLDO�0RWKHUV�DQG�)DWKHUV��������&XUUHQW�3RSXODWLRQV�5HSRUWV��6HULHV�3��������:DVKLQJWRQ��'&��8�6��*RYHUQPHQW�3ULQWLQJ�2IILFH�@�$YHUDJH�DZDUG�DPRXQWV�IRU�REOLJHHV�ZLWK�RQH�FKLOG�FRYHUHG�E\�WKH�DZDUG�ZHUH�VPDOOHU�WKDQ�IRU�REOLJHHV�ZLWK�PRUH�WKDQ�RQH�FKLOG�FRYHUHG�E\�WKH�DZDUG��7KH�DYHUDJH�DZDUG�DPRXQWV�IRU�RQH�FKLOG�DQG�WKUHH�FKLOGUHQ�ZHUH��������DQG���������UHVSHFWLYHO\��

'DWD�DQDO\VLV�RI�WKH������&36�FKLOG�VXSSRUW�VXSSOHPHQW�UHYHDOV�WKDW�ODUJHU�FKLOG�VXSSRUW�DZDUG�DPRXQWV�DUH�DVVRFLDWHG�ZLWK�WKH�IROORZLQJ�REOLJHH�FKDUDFWHULVWLFV��� 3HUVRQV�ZKR�ZHUH�ROGHU�WKDQ����LQ������DQG�DW�WKH�WLPH�WKDW�WKH�DZDUG�ZDV�HVWDEOLVKHG�RU�PRGLILHG��� :KLWH��� )HPDOH��� &XUUHQWO\�VHSDUDWHG�RU�GLYRUFHG��� +DG�PRUH�WKDQ�RQH�FKLOG��� 5HVLGHG�LQ�WKH�1RUWKHDVW�RU�0LGZHVW�RU�LQ�D�VXEXUEDQ�DUHD��� +DG�DQ�DZDUG�PRGLILHG��DQG�� 'LG�QRW�UHFHLYH�SXEOLF�DVVLVWDQFH�LQ�������
)RU�WKH�DQDO\VLV��&36�GDWD�ZHUH�OLQNHG�ZLWK�6WDWH�OHYHO�LQIRUPDWLRQ�RQ�LPSOHPHQWDWLRQ�GDWHV�RI�DGYLVRU\�DQG�SUHVXPSWLYH�JXLGHOLQHV��6RXUFHV�IRU�WKLV�LQIRUPDWLRQ�LQFOXGHG�2&6(��WKH�3ROLF\�6WXGLHV�,QFRUSRUDWHG��DQG�'U��+��(OL]DEHWK�3HWHUV�DW�&RUQHOO�8QLYHUVLW\��ZKR�LV�FRQGXFWLQJ�D�VWXG\�RI�JXLGHOLQH�HIIHFWV�XVLQJ�WKH�1DWLRQDO�/RQJLWXGLQDO�6XUYH\�IRU�<RXWK��6WDWHV
�LPSOHPHQWDWLRQ�GDWHV�ZLGHO\�YDULHG��6RPH�6WDWHV�KDG�VORZO\�SKDVHG�LQ�LPSOHPHQWDWLRQ��ILUVW�DGRSWLQJ�SUHVXPSWLYH�JXLGHOLQHV�LQLWLDOO\�IRU�$)'&�FDVHV�RU�LQ�VHOHFWHG�FRXQWLHV��2WKHU�6WDWHV�PDGH�SUHVXPSWLYH�JXLGHOLQHV�WKDW�ZHUH�DSSOLFDEOH�VWDWHZLGH�IRU�DOO�FDVHV�E\�D�VSHFLILF�GDWH��7KHUHIRUH��WKH�GDWHV�ZKHQ�6WDWHV�HQDFWHG�SUHVXPSWLYH�JXLGHOLQHV�LV�RSHQ�WR�LQWHUSUHWDWLRQ��
7KH�PHDQ�DQG�PHGLDQ�DPRXQWV�RI�DZDUGV�ZHUH�ODUJHU�DIWHU�JXLGHOLQHV�EHFDPH�SUHVXPSWLYH��EXW�WKH�DYHUDJH�LQFUHDVH�ZDV�RQO\�������IURP�DQ�DYHUDJH�RI��������IRU�DZDUGV�WKDW�ZHUH�PDGH���RU�PRUH�\HDUV�EHIRUH�SUHVXPSWLYH�JXLGHOLQHV�ZHUH�DGRSWHG�WR�DQ�DYHUDJH�RI��������IRU�DZDUGV���RU�PRUH�\HDUV�DIWHU�SUHVXPSWLYH�JXLGHOLQHV�ZHUH�DGRSWHG��
7KH�DYHUDJH�DZDUG�DPRXQW�IRU�EODFNV�GHFUHDVHG�DIWHU�SUHVXPSWLYH�JXLGHOLQHV�ZHUH�DGRSWHG�E\�6WDWHV��IURP��������EHIRUH�WR��������DIWHU���7KH�DYHUDJH�DPRXQW�IRU�ZKLWHV�LQFUHDVHG�E\�������
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)HZ�GLIIHUHQFHV�H[LVWHG�EHWZHHQ�WKH�SURSRUWLRQV�RI�SHUVRQV�ZKR�KDG�DQ�DZDUG�HVWDEOLVKHG�RU�PRGLILHG�EHIRUH�RU�DIWHU�SUHVXPSWLYH�JXLGHOLQHV�ZHUH�DGRSWHG��+RZHYHU��WKH�SRVWSUHVXPSWLYH�JXLGHOLQHV�JURXS�ZHUH�ROGHU�DW�WKH�WLPH�WKDW�WKH�DZDUG�ZDV�HVWDEOLVKHG�PRGLILHG��DOWKRXJK�WKH\�WHQGHG�WR�EH�\RXQJHU�LQ������FRPSDUHG�ZLWK�WKH�SUHSUHVXPSWLYH�JXLGHOLQHV�JURXS��$�VPDOOHU�SURSRUWLRQ�ZHUH�PDUULHG�DW�WKH�WLPH�DQG�D�ODUJHU�SURSRUWLRQ�KDG�QHYHU�PDUULHG�WKDQ�ZDV�WKH�FDVH�IRU�WKH�SUHSUHVXPSWLYH�JXLGHOLQHV�JURXS��0RUH�LQ�WKH�SRVWSUHVXPSWLYH�JXLGHOLQHV�JURXS�UHFHLYHG�SXEOLF�DVVLVWDQFH�LQ������WKDQ�LQ�WKH�SUHSUHVXPSWLYH�JXLGHOLQHV�JURXS��
�������/LPLWDWLRQV�RI�WKH�&36�'DWD
$�QXPEHU�RI�LPSRUWDQW�GDWD�OLPLWDWLRQV�KDYH�VKDSHG�DQG�UHVWULFWHG�WKLV�DQDO\VLV��LQFOXGLQJ�WKH�IROORZLQJ��� ,QIRUPDWLRQ�RQ�SDUWLHV
�LQFRPH�DW�WKH�WLPH�WKH�DZDUG�ZDV�HVWDEOLVKHG�RU�PRGLILHG�ZDV�QRW�DYDLODEOH�IRU�WKLV�DQDO\VLV��,Q�DGGLWLRQ��WKH�EHVW�SUHGLFWRU�RI�D�FKLOG�VXSSRUW�DZDUG�LV�WKH�REOLJRU
V�LQFRPH��:LWKRXW�WKLV�LQIRUPDWLRQ��LVVXHV�RI�DGHTXDF\�FRXOG�QRW�EH�DGGUHVVHG��� 7KH�&3V
�UHVLGHQFHV�DW�WKH�WLPH�RI�DZDUG�HVWDEOLVKPHQW�RU�PRGLILFDWLRQ�ZHUH�XQNQRZQ��ZKLFK�KDPSHUV�DQDO\]LQJ�WKH�HIIHFW�RI�JXLGHOLQH�LPSOHPHQWDWLRQ�RQ�DZDUGV��,W�DOVR�ZDV�XQNQRZQ�LI�WKH�SDUW\�OLYHG�LQ�D�6WDWH�WKDW�KDG�LPSOHPHQWHG�JXLGHOLQHV��HLWKHU�IRU�WKH�VSHFLILF�W\SH�RI�FDVH�RU�IRU�FKLOG�VXSSRUW�PDWWHUV�LQ�JHQHUDO��DW�WKH�WLPH�RI�DZDUG��
�������6XPPDU\�RI�([SHUW�3DQHO�5HFRPPHQGDWLRQV
$V�GLVFXVVHG�HDUOLHU��D�SDQHO�RI�H[SHUWV�ZDV�DVVHPEOHG�WR�SURYLGH�DGYLFH�RQ�WKH�JHQHUDO�QDWXUH�RI�WKH�UHVHDUFK�DQG�WR�PDNH�UHFRPPHQGDWLRQV�EDVHG�RQ�WKH�ILQGLQJV��7KHLU�IROORZLQJ�UHFRPPHQGDWLRQV�KDYH�JXLGHG�WKH�FRQFOXVLRQV�LQ�WKLV�UHSRUW��� 7KH�FXUUHQW�JXLGHOLQH�SHULRGLF�UHYLHZV�VKRXOG�FRQWLQXH��6WDWHV�VKRXOG�FRQWLQXH�WR�UHVHDUFK�DQG�GHVLJQ�FRQVLVWHQW�DQG�HTXLWDEOH�JXLGHOLQHV�DQG�DOVR�VWULYH�WR�HQIRUFH�PRUH�FRQVLVWHQW�DSSOLFDWLRQ�RI�JXLGHOLQHV�LQ�DOO�FKLOG�VXSSRUW�PDWWHUV��� 7KH�)HGHUDO�UROH�LQ�FKLOG�VXSSRUW�VKRXOG�EH�WR�����SURYLGH�DGYLFH�WR�6WDWHV�RQ�JXLGHOLQH�FRQVWUXFWLRQ�DQG�DSSOLFDWLRQ�DUHDV�WKH\�PLJKW�LQFRUSRUDWH�LQWR�WKHLU�UHYLHZ�SURFHVVHV�DQG�����VXJJHVW�VROXWLRQV�WR�SRWHQWLDO�SUREOHPV��� 1R�VWHSV�VKRXOG�EH�WDNHQ�WR�DGRSW�D�QDWLRQDO�FKLOG�VXSSRUW�JXLGHOLQH��� 7KH�([SHUW�3DQHO�ZDV�FRPSULVHG�RI�WKH�IROORZLQJ�LQGLYLGXDOV��� &KDUOHV�$GDPV��3K�'���3URIHVVRU��6FKRRO�RI�3XEOLF�3ROLF\�DQG�0DQDJHPHQW��2KLR�6WDWH�8QLYHUVLW\��� %XUW�%DUQRZ��3K�'���(FRQRPLVW��,QVWLWXWH�IRU�3ROLF\�6WXGLHV��-RKQV�+RSNLQV�8QLYHUVLW\��� 'RQDOG�%LHQLHZLF]��&RQVXOWDQW��&KLOGUHQ
V�5LJKWV�&RXQFLO��� -RDQ�(QWPDFKHU��6HQLRU�3ROLF\�&RXQVHO�IRU�)DPLO\�DQG�(FRQRPLF�6HFXULW\�3URJUDPV��:RPHQ
V�/HJDO�'HIHQVH�)XQG��� 7KH�+RQRUDEOH�$XEUH\�)RUG��'LVWULFW�-XGJH��0DFRQ�&RXQW\��$ODEDPD��� /\QQH�*ROG�%LNLQ��(VTXLUH��3DUWQHU��*ROG�%LNLQ��&OLIIRUG��	�<RXQJ��� /RZHOO�*URXQGODQG��'LUHFWRU��$GPLQLVWUDWLYH�2IILFH�RI�WKH�&RXUWV��6WDWH�RI�'HODZDUH��� 7KH�+RQRUDEOH�&��3KLOLS�1LFKROV��-U���$VVRFLDWH�-XGJH��6HYHQWK�-XGLFLDO�&LUFXLW�RI�0DU\ODQG��3ULQFH�*HRUJHV�&RXQW\��DQG�� 'HEELH�6WDEHQRZ��0LFKLJDQ�6WDWH�6HQDWRU��
����6800$5<�$1'�3/$1�2)�7+,6�),1$/�5(3257
7KH�UHPDLQGHU�RI�WKLV�UHSRUW�SUHVHQWV�WKH�ILQGLQJV�RI�WKLV�HYDOXDWLRQ��&KDSWHU���SUHVHQWV�WKH�FKDUDFWHULVWLFV�RI�FDVHV�WKDW�����IROORZ�WKH�SUHVXPSWLYH�JXLGHOLQH�DPRXQW�RI�FKLOG�VXSSRUW������GHYLDWH�IURP�WKH�SUHVXPSWLYH�DPRXQW�IRU�D�VSHFLILHG�UHDVRQ��DQG�����GLIIHU�IURP�WKH�SUHVXPSWLYH�DPRXQW�IRU�DQ�XQNQRZQ�UHDVRQ��7KHVH�FDVHV�DUH�UHIHUUHG�WR�UHVSHFWLYHO\��DV��JXLGHOLQH�FDVHV����GHYLDWLRQ�FDVHV���DQG��GLVFUHSDQW�FDVHV���
&KDSWHU���SUHVHQWV�ILQGLQJV�IURP�WKH�DQDO\VLV�RI�FDVH�UHFRUGV��VWDNHKROGHU�LQWHUYLHZV��6WDWH�JXLGHOLQH�UHYLHZ�UHSRUWV��DQG�6WDWH�GHYLDWLRQ�FDVH�VWXGLHV�ZLWK�UHVSHFW�WR�VHYHQ�IDFWRU�DUHDV��7KHVH�IDFWRU�DUHDV�UHSUHVHQW�WKH�PRVW�SUHVVLQJ�LVVXHV�LQ�WKH�GHVLJQ�DQG�LPSOHPHQWDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV��LQFOXGLQJ�PXOWLSOH�IDPLOLHV��LQFRPH�GHWHUPLQDWLRQ��YHULILFDWLRQ��DQG�LPSXWDWLRQ��KHDOWK FDUH�QHHGV��GD\�FDUH��SRVWVHFRQGDU\�HGXFDWLRQDO�VXSSRUW��WD[�FRQVLGHUDWLRQV��DQG�FXVWRG\�DQG�YLVLWDWLRQ��
&KDSWHU���LV�D�VXPPDU\�RI�FRQFOXVLRQV�DQG�UHFRPPHQGDWLRQV�UHVXOWLQJ�IURP�WKLV�HYDOXDWLRQ��
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&KDSWHU����86(�2)�*8,'(/,1(6�,1�&+,/'�6833257�&$6(6KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO�FKDS��KWP
1RWH�WKDW�WKH�7DEOHV�DQG�([KLELWV�DUH�DW�WKH�HQG�RI�WKH�FKDSWHU��
&KLOG�VXSSRUW�JXLGHOLQHV�DUH�UHTXLUHG�WR�EH�DSSOLHG�RQ�D�SUHVXPSWLYH�EDVLV�IRU�FKLOG�VXSSRUW�FDVHV�LQ�D�VWDWH��7KH�LQWHQW�RI�JXLGHOLQHV�LV�IRU�VLPLODU�FDVHV�WR�EH�KDQGOHG�LQ�D�VLPLODU�IDVKLRQ��WKXV�GHFUHDVLQJ�WKH�YDULDELOLW\�LQ�RUGHU�DPRXQWV�DFURVV�VLPLODU�FDVHV��7KH�JXLGHOLQHV�DOVR�UHFRJQL]H�WKDW�FHUWDLQ�IDFWRUV�RU�FRQGLWLRQV�PD\�DSSO\�LQ�D�FDVH�WKDW�UHTXLUH�PRUH�IOH[LELOLW\��6XSSRUW�JXLGHOLQHV�SURYLGH�GHFLVLRQPDNHUV�ZLWK�WKH�GLVFUHWLRQ�WR�YDU\�IURP�WKH�SUHVXPSWLYH�JXLGHOLQH�DPRXQW�LI�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�ZRXOG�UHVXOW�LQ�D�VLWXDWLRQ�IRU�HLWKHU�SDUHQW�RU�WKH�FKLOG�WKDW�LV�GHHPHG�WR�EH�XQMXVW�RU�LQDSSURSULDWH��2QH�RI�WKH�SULPDU\�UHVHDUFK�TXHVWLRQV�WR�EH�DQVZHUHG�E\�WKLV�VWXG\�LV�WKH H[WHQW�WR�ZKLFK�6WDWHV�DSSO\�WKHLU�JXLGHOLQHV�LQ�DUULYLQJ�DW�FKLOG�VXSSRUW�RUGHUV��
,Q�WKLV�FKDSWHU��ZH�DGRSW�WKH�IROORZLQJ�WHUPLQRORJ\�WR�GHVLJQDWH�WKH�SRVVLEOH�RXWFRPHV�RI�WKH�GHOLEHUDWLYH�SURFHVV��� 7KH�VXSSRUW�RUGHU�LV�LQ�FRQIRUPLW\�ZLWK�WKH�DZDUG�DPRXQW�WKDW�LV�FRPSXWHG�LQ�D�ZRUNVKHHW��,Q�RWKHU�ZRUGV��WKH�ERWWRP�OLQH�ILJXUH�RQ�WKH�ZRUNVKHHW�UHSUHVHQWV�WKH�DPRXQW�WKDW�LV�WR�EH�SDLG�E\�WKH�REOLJRU�RQ�D�SHULRGLF�EDVLV��7KLV�W\SH�RI�FDVH�LV�D�JXLGHOLQH�IRUPXOD�FDVH��RU�JXLGHOLQH�FDVH���� 7KH�VXSSRUW�RUGHU GHYLDWHV�IURP�WKH�DZDUG�DPRXQW�FRPSXWHG�LQ�D�ZRUNVKHHW�DV�D�UHVXOW�RI�D�GHFLVLRQPDNHU
V�GHFLVLRQ�WR�H[HUFLVH�GLVFUHWLRQ�LQ�HVWDEOLVKLQJ�D�FKLOG�VXSSRUW�DZDUG��7KLV�W\SH�RI�FDVH�LV�D�JXLGHOLQH�GHYLDWLRQ�FDVH��RU�GHYLDWLRQ�FDVH���� 7KH�VXSSRUW�RUGHU�GRHV�QRW DJUHH�ZLWK�WKH�FDOFXODWHG�JXLGHOLQH�DPRXQW�RQ�D�ZRUNVKHHW��\HW�LV�QRW�GHVLJQDWHG�DV�D�GHYLDWLRQ��,Q�VRPH�FDVHV��WKH�UHDVRQ�IRU�WKH�GLVFUHSDQF\�PD\�EH�LQIHUUHG�RU�RWKHUZLVH�H[SODLQHG�LQ�WKH�FDVH�GRFXPHQWDWLRQ��,Q�RWKHU�FDVHV��WKH�RQO\�LQIRUPDWLRQ�WKDW�H[LVWV�LV�WKH�WZR�ILJXUHV��7KLV�W\SH�RI�FDVH�LV�D�GLVFUHSDQF\�FDVH��
7KH�QH[W�VHFWLRQ�GHVFULEHV�WKH�PHWKRGRORJ\�IRU�DVVHVVLQJ�LPSOHPHQWDWLRQ�RI�FDVH�UHFRUGV��7KH�FKDSWHU�WKHQ�H[SORUHV�6WDWH�JXLGHOLQH�LPSOHPHQWDWLRQ�LQ�VRPH�GHWDLO��7KH�VHFRQG�DQG�WKLUG�VHFWLRQV�H[DPLQH�JXLGHOLQH�DQG�GHYLDWLRQ�FDVHV��UHVSHFWLYHO\��,Q�WKH�WKLUG�VHFWLRQ��ZH�DQDO\]H�ZKDW�WKH�FDVH�UHFRUGV�LQGLFDWH�DERXW�GLVFUHSDQF\�FDVHV��
����'(7(50,1$7,21�2)�*8,'(/,1(�$1'�'(9,$7,21�&$6(6�$021*�7+(�&$6(�5(&25'6
7KH�GHWHUPLQDWLRQ�RI�WKH�FRQIRUPLW\�RI�FDVH�UHFRUGV�ZLWK�WKH�JXLGHOLQHV�ZDV�D�WZR�VWHS�SURFHVV��7KH�ILUVW�VWHS�LQYROYHG�FRGLQJ�DQG�UHFRUGLQJ�LQIRUPDWLRQ�FRQWDLQHG�LQ�ERWK�WKH�FKLOG�VXSSRUW�RUGHU�DQG�LQ�WKH�ZRUNVKHHW��LI�DYDLODEOH��7KH�SURFHVV�RI�UHFRUGLQJ�WKLV�LQIRUPDWLRQ�LV�EULHIO\�GHVFULEHG�EHORZ��7KH�VHFRQG�VWHS�ZDV�D�FRPSXWHU�FKHFN�WKDW�FRPSDUHG�WKH�RUGHU�DPRXQW�DQG�WKH�JXLGHOLQH��GHWHUPLQHG�WKH�PDJQLWXGH�RI�DQ\�GLIIHUHQFH��DQG�VWDQGDUGL]HG�WKH�GLIIHUHQFH�DV�D�SHUFHQW�RI�WKH�VXSSRUW�RUGHU��7KLV�SDUW�RI�WKH�PHWKRGRORJ\�LV�FDOOHG�GLVFUHSDQF\�DQDO\VLV��ZKLFK�LV�GHVFULEHG�LQ�JUHDWHU�GHWDLO�LQ�6HFWLRQ������
������*XLGHOLQH�DQG�2UGHU�,QIRUPDWLRQ
,QIRUPDWLRQ�RQ�WKH�JXLGHOLQH�FRPSXWDWLRQV�DQG�RUGHU�DPRXQWV�ZHUH�LQWHJUDO�SDUWV�RI�WKH�GDWD�FROOHFWLRQ��7KH�FKLOG�VXSSRUW�DPRXQW�FRQWDLQHG�LQ�WKH�RUGHU�ZDV�URXWLQHO\�H[WUDFWHG�DV�SDUW�RI�WKH�FDVH�UHFRUG�FRGLQJ�SURFHVV��,Q�PRVW�FRXQWLHV��GRFXPHQWLQJ�WKH�JXLGHOLQH�DPRXQW�UHTXLUHG�DFFHVV�WR�WKH�ZRUNVKHHW��7R�DFFXUDWHO\�UHIOHFW�WKH�FRPSXWDWLRQDO�VWHSV�LQ�WKH�GHWHUPLQDWLRQ�RI�D�JXLGHOLQH�DPRXQW��&65��,QFRUSRUDWHG��HQWHUHG�YLUWXDOO\�DOO�ZRUNVKHHW�LQIRUPDWLRQ�VXEPLWWHG�ZLWK�WKH�FDVH�UHFRUG�LQWR�D�FRPSXWHU�GDWDEDVH��7KH�ZRUNVKHHW�GDWDEDVH�IRU�HDFK�FDVH�GRFXPHQWV�WKH�LQFRPHV�DQG�DGMXVWPHQW�H[SHQVHV�RI�WKH�SDUWLHV��,Q�DGGLWLRQ��LW�FRQWDLQV�WKH�FDOFXODWLRQV�WKDWZHUH�SHUIRUPHG�DQG�WKH�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�WKDW�ZHUH�PDGH�LQ�DUULYLQJ�DW�WKH�JXLGHOLQH��7\SLFDOO\��HDFK�ZRUNVKHHW�FRQWDLQHG�D�ERWWRP�OLQH�ILJXUH�WKDW�WKH�REOLJRU�ZRXOG�EH�UHVSRQVLEOH�IRU�VHQGLQJ�WR�WKH�REOLJHH�RQ�D�SHULRGLF�EDVLV��XQOHVV�WKH�GHFLVLRQPDNHU�GHYLDWHG�IURP�WKH�JXLGHOLQH��
������*XLGHOLQH�DQG�'HYLDWLRQ�&DVH�'HWHUPLQDWLRQ
'XULQJ�FRGLQJ��FDVHV�ZHUH�FDWHJRUL]HG�DV�HLWKHU�D�JXLGHOLQH�RU�D�GHYLDWLRQ�FDVH��,Q�PDQ\�LQVWDQFHV��WKH�RUGHU�FOHDUO\�LQGLFDWHG�WKDW�WKH�DZDUG�ZDV�PDGH�LQ�DFFRUGDQFH�ZLWK�WKH�6WDWH�JXLGHOLQH��,I�WKH�RUGHU�ZDV�VLOHQW�DERXW�FDVH�GHVLJQDWLRQ��D�FDVH�ZDV�GHWHUPLQHG�WR�EH�LQ�DFFRUGDQFH�ZLWK�WKH�6WDWH�JXLGHOLQH�E\�GHIDXOW��LQ�RWKHU�ZRUGV��HDFK�FDVH�QRW�FRQVLGHUHG�WR�EH�D GHYLDWLRQ�ZDV�FRGHG�DV�D�JXLGHOLQH�FDVH��
$FFRUGLQJ�WR�)HGHUDO�PDQGDWH��GHFLVLRQPDNHUV�DUH�UHTXLUHG�WR�VXSSRUW�WKHLU�GHFLVLRQ�WR�GHYLDWH�IURP�WKH�JXLGHOLQH�E\�LQFRUSRUDWLQJ�WKH�UHDVRQ�LQ�WKH�RUGHU�RU�LQ�VRPH�SRUWLRQ�RI�WKH�UHFRUG�RI�WKH�SURFHHGLQJV��7KH�ODWWHU�PD\�HQFRPSDVV�LQFOXVLRQ�LQ�WKH�FRXUW�WUDQVFULSW�RU�YHUEDOO\�RQ�WDSH��2XU�GDWD�FROOHFWLRQ�VWUDWHJ\�IRFXVHG�VROHO\�RQ�ZULWWHQ�GRFXPHQWDWLRQ��H�J���RUGHUV�DQG�FDVH�QRWHV���ZH�ZHUH�SUHFOXGHG�IURP�REWDLQLQJ�ILQGLQJV�IRXQG�LQ�WKH�FRXUW�WUDQVFULSW�RU�RQ�WDSH��
:KHQ�H[DPLQLQJ�WKH�FDVH�UHFRUG�GRFXPHQWDWLRQ��FRGHUV�IURP�&65�DQG�WKH�$PHULFDQ�%DU�$VVRFLDWLRQ��$%$��GHWHUPLQHG�ZKHWKHU�WKHUH�ZDV�HYLGHQFH�WKDW�WKH�GHFLVLRQPDNHU�H[HUFLVHG�GLVFUHWLRQ�WR�GHYLDWH�IURP�WKH�JXLGHOLQH��:H�DGRSWHG�D�FRQVHUYDWLYH�DSSURDFK�DQG�ZHUH�JXLGHG�E\�WKH�ODQJXDJH�RI�WKH�RUGHU��,Q�VRPH�MXULVGLFWLRQV�WKLV�ZDV�D�VWUDLJKWIRUZDUG�WDVN��WKH�FDVH�GRFXPHQWDWLRQ�URXWLQHO\�VSHFLILHG�ZKHWKHU�WKH�DZDUG�GHYLDWHG�IURP�WKH�FDOFXODWHG�JXLGHOLQH�DPRXQW��)RU�H[DPSOH��:DVKLQJWRQ�6WDWH�KDV�D�OLQH�LWHP��������LQ�LWV�FRXUW�RUGHUV�WKDW�LQGLFDWHV�WKH��UHDVRQV�IRU�GHYLDWLRQ�IURP�>WKH@�VWDQGDUG�FDOFXODWLRQ���2WKHU�6WDWHV��VXFK�DV�0DVVDFKXVHWWV��KDYH�VWDQGDUG�IRUPV�IRU�GHFLVLRQPDNHUV�WR�FRPSOHWH�LI�WKH\�GHYLDWH�IURP�WKH�JXLGHOLQH��
,Q�RWKHU�MXULVGLFWLRQV��WKLV�GHWHUPLQDWLRQ�UHTXLUHG�D�PHDVXUH�RI�LQWHUSUHWDWLRQ��)RU�H[DPSOH��PDQ\�RUGHUV�VWDWHG�WKDW�WKH�DZDUG�ZDV�QRW�PDGH�LQ�DFFRUGDQFH�ZLWK�WKH�JXLGHOLQH��,Q�RWKHU�MXULVGLFWLRQV��WKH�IDFW�ILQGHU
V�FDVH�QRWHV�LQGLFDWHG�WKDW�D�UHFRPPHQGDWLRQ�ZDV�PDGH�WR�WKH�FRXUW�WR�GHYLDWH�IURP�WKH�JXLGHOLQH��,I�WKH�FRXUW�DSSURYHG�WKDW�UHFRPPHQGDWLRQ��DV�HYLGHQFHG�E\�WKH�DFWXDO�VXSSRUW�DZDUG�LQ�DFFRUGDQFH�ZLWK�WKLV�UHFRPPHQGDWLRQ��LW�ZDV�FRQVLGHUHG�WR�EH�D�GHYLDWLRQ��
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2QFH�WKH�FDVH�ZDV�GHWHUPLQHG�WR�EH�D�GHYLDWLRQ��WKH�FRGHUV�DVFHUWDLQHG�WKH�DPRXQW�RI�WKH�GHYLDWLRQ�DQG�ZKHWKHU�WKH�GHYLDWLRQ�LQFUHDVHG�RU�GHFUHDVHG�WKH�RUGHU�LQ�UHODWLRQ�WR�WKH�JXLGHOLQH��,Q�PDQ\�FDVHV��WKHVH�GHWHUPLQDWLRQV�ZHUH�XQFRPSOLFDWHG�EHFDXVH�WKH\�ZHUH�FOHDUO\�LGHQWLILHG�LQ�WKH�RUGHU��,Q�RWKHU�FDVHV��LW�ZDV�LPSRVVLEOH�WR�FDOFXODWH�HLWKHU�WKH�DPRXQW�RU�WKH�GLUHFWLRQ�RI�WKH�GHYLDWLRQ��RU�ERWK��,Q�FDVHV�RI�PXOWLSOH�GHYLDWLRQV�LQ�D�FDVH��JHQHUDOO\�ZH�ZHUH�DEOH�WR�GHWHUPLQH�RQO\�WKH�DPRXQW�DQG�GLUHFWLRQ�RI�WKH�FRPELQHG�GHYLDWLRQV��
7KH�DQDO\VHV�LQ�WKH�QH[W�WKUHH�VHFWLRQV�DUH�EDVHG�RQ�WKH�LQIRUPDWLRQ�REWDLQHG�WKURXJK WKHVH�SURFHVVHV��
����:+$7�'2�7+(�&$6(�5(&25'6�6$<�$%287�7+(�(;7(17�72�:+,&+�'(&,6,210$.(56�,03/(0(17�*8,'(/,1(6"
7R�REWDLQ�D�JHQHUDO�SHUVSHFWLYH�RQ�LPSOHPHQWDWLRQ��LQGLYLGXDO�FDVH�UHFRUG�GDWD�IURP�WKH����FRXQWLHV�ZHUH�SRROHG��7KH�GDWD�VKRZ�WKDW����SHUFHQW�RI�FDVHV�ZHUH�FRQVLGHUHG�WR�IROORZ�WKH�JXLGHOLQH��ZKLOH����SHUFHQW�RI�FDVHV�ZHUH�FDWHJRUL]HG�DV�IRUPDO�GHYLDWLRQV��7KHVH�DJJUHJDWH�VWDWLVWLFV�VXJJHVW�WKDW�GHFLVLRQPDNHUV�GR�LQGHHG�LQGLFDWH�WKDW�WKH�6WDWH�JXLGHOLQHV�KDYH�EHHQ�IROORZHG�ZKHQ�HVWDEOLVKLQJRUGHUV�DQG�WKDW�GLVFUHWLRQ�LV�H[HUFLVHG�ZLWK�UHVWUDLQW��VHH�([KLELW�����DQG�7DEOH�����IROORZLQJ�WKLV�SDJH���
7KHUH�LV�FRQVLGHUDEOH�YDULDWLRQ�DFURVV�FRXQWLHV�LQ�WKH�UDWLR�RI�JXLGHOLQH�WR�GHYLDWLRQ�FDVHV��1LQH�FRXQWLHV�UHSRUW�WKDW�PRUH�WKDQ����SHUFHQW�RI�FDVHV�ZHUH�FDWHJRUL]HG�DV�JXLGHOLQH�FDVHV��ZLWK�DQRWKHU�IRXU�FRXQWLHV�UHSRUWLQJ�JXLGHOLQH�FDVHV�RI�EHWZHHQ����DQG����SHUFHQW��&RQYHUVHO\��WKHUH�ZHUH�WZR�FRXQWLHV�WKDW�UHSRUWHG�FORVH�WR����SHUFHQW�RI�FDVHV�FDWHJRUL]HG�DV�GHYLDWLRQ�FDVHV��3$��DQG�:$����
7KH�SHUFHQWDJHV�DERYH�UHSUHVHQW�LPSOHPHQWDWLRQ�DV�GHWHUPLQHG�IURP�GHVFULSWLYH�LQIRUPDWLRQ�FRQWDLQHG�LQ�FDVH�UHFRUGV��DV�RSSRVHG�WR�WKH�DSSOLFDWLRQ�RI�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�LQ�VXSSRUW�RUGHU�HVWDEOLVKPHQW��)XUWKHU�DQDO\VLV�RI�WKH�FDVH�UHFRUG�GDWD�UHYHDOV�D�PRUH�FRPSOH[�SLFWXUH�DERXW�FRQVLVWHQF\�LQ�WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV��7KLV�LV�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�LQ�WKH�VHFWLRQ�RQ�GLVFUHSDQF\�FDVHV��VHH�6HFWLRQ�����EHORZ���
����'(9,$7,216
7KH�JXLGHOLQHV�UHFRJQL]H�WKDW�FHUWDLQ�IDFWRUV�RU�FRQGLWLRQV�PD\�DSSO\�LQ�D�FDVH�DQG�WKHUHIRUH�UHTXLUH�PRUH�IOH[LELOLW\��6XSSRUW�JXLGHOLQHV�SURYLGH�GHFLVLRQPDNHUV�ZLWK�WKH�GLVFUHWLRQ�WR�YDU\�IURP�WKH�SUHVXPSWLYH�JXLGHOLQH�DPRXQW�LI�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�ZRXOG�UHVXOW�LQ�D�VLWXDWLRQ�IRU�HLWKHU�WKH�SDUHQW�RU�WKH�FKLOG�WKDW�LV�GHHPHG�WR�EH�XQMXVW�RU�LQDSSURSULDWH��$�GHYLDWLRQ�RFFXUV�ZKHQ�D�GHFLVLRQPDNHU�H[HUFLVHV�VXFK�GLVFUHWLRQ��
7KHUH�LV�FRQVLGHUDEOH�YDULDELOLW\�DFURVV�6WDWHV�ZLWK�UHJDUG�WR�WKH�QXPEHU�DQG�VSHFLILFLW\�RI�WKHLU�GHYLDWLRQ�FULWHULD��6RPH�6WDWHV��H�J���'HODZDUH��DUH�PRUH�JHQHUDO�WKDQ�RWKHUV�DQG�SURYLGH�OLWWOH�JXLGDQFH�WR�WKH�GHFLVLRQPDNHU��RWKHU�6WDWHV��H�J���)ORULGD��SURYLGH�PRUH�GHWDLOHG�DQG�VSHFLILF�JXLGDQFH�WR�GHFLVLRQPDNHUV��
2QH�UHVHDUFK�LVVXH�RQ�WKH�SURMHFW�FRQFHUQHG�WKH�GLUHFWLRQ��L�H���XS�RU�GRZQ��DQG�WKH�PDJQLWXGH�RI�WKH�GROODU�DPRXQW�RI�WKH�GHYLDWLRQ��7R�IDFLOLWDWH�WKH�DQDO\VLV��WKH�GDWD�IURP����FRXQWLHV�ZHUH�SRROHG�DQG�WKHQ�DQDO\]HG��$�QXPEHU�RI�ILQGLQJV�KDYH�HPHUJHG�IURP�DQ�DQDO\VLV�RI�WKH�FDVH�UHFRUG�GDWD��7KHVH�LQFOXGH�WKH�IROORZLQJ��� 'LUHFWLRQ�RI�'HYLDWLRQV�²$FURVV�DOO�FRXQWLHV�KDYLQJ���RU�PRUH�GHYLDWLRQ�FDVHV�LQ�ZKLFK�WKH�GLUHFWLRQ�RI�WKH�GHYLDWLRQ�ZDV�GRFXPHQWHG�������SHUFHQW�RI�WKH�GHYLDWLRQV�ZHUH�XSZDUG��DQG������SHUFHQW�ZHUH�GRZQZDUG��7KH�KLJKHVW�UDWH�RI�XSZDUG�GHYLDWLRQV�ZDV����SHUFHQW�LQ�RQH�FRXQW\��VL[�DGGLWLRQDO�FRXQWLHV�KDG����SHUFHQW�RU�PRUH�XSZDUG��DQG�WKUHH�FRXQWLHV�KDG�QR�XSZDUG�GHYLDWLRQV��7KHUHIRUH��RYHUDOO��LQ�DOO�FRXQWLHV��GHYLDWLRQV�UHGXFHG�WKH�DPRXQW�RI�WKH�DZDUG�LQ�WKH�YDVW�PDMRULW\�RI�WKH�FDVHV��7KH�GLUHFWLRQV�RI�GHYLDWLRQV�DUH�VKRZQ�E\�FRXQW\�LQ�7DEOH�����IROORZLQJ�WKLV�SDJH��� 'HYLDWLRQ�5HDVRQV�²,Q������WKH�)HGHUDO�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW�H[DPLQHG�6WDWH�JXLGHOLQHV�DQG�FRPSLOHG�D�OLVW�RI�GHYLDWLRQ�UHDVRQV�WKDW�ZHUH�LQFOXGHG�LQ�JXLGHOLQHV��>�6HH�$UQDXGR��'�����'HYLDWLRQ�)URP�6WDWH�&KLOG�6XSSRUW�*XLGHOLQHV����LQ�+D\QHV��0�&���HG����&KLOG�6XSSRUW�*XLGHOLQHV��7KH�1H[W�*HQHUDWLRQ��:DVKLQJWRQ��'&��&HQWHU�RQ�&KLOGUHQ�DQG�WKH�/DZ��$PHULFDQ�%DU�$VVRFLDWLRQ��������@�7KHUH�ZHUH����UHDVRQV�OLVWHG��ZKLFK�ZHUH�DUUDQJHG�LQ�RUGHU�RI�PRVW�WR�OHDVW�IUHTXHQWO\�OLVWHG�UHDVRQ��&65�XWLOL]HG�WKLV�OLVW�LQ�LWV�FRGH�ERRN��DQG�RWKHU�UHDVRQV�ZHUH�DGGHG�LI�D�SDUWLFXODU�UHDVRQ�DSSHDUHG�ZLWK�VRPH�UHJXODULW\�ZLWKLQ�D�FRXQW\��$FURVV�DOO�FRXQWLHV��WKH�PRVW�IUHTXHQW�UHDVRQ��LQ����SHUFHQW�RI�WKH�FDVHV��IRU�GHYLDWLRQV�GRFXPHQWHG�LQ�WKH�FDVH�UHFRUGV�ZDV�DJUHHPHQW�EHWZHHQ�WKH�SDUWLHV��H�J���VWLSXODWHG�DJUHHPHQWV���6HFRQG�KRXVHKROGV��H[WHQGHG�RU�H[WUDRUGLQDU\�YLVLWDWLRQ�RU�FXVWRG\�H[SHQVHV��DQG�ORZ�LQFRPH�RI�WKH�QRQFXVWRGLDO�SDUHQW��1&3���HDFK�ZDV FLWHG�LQ�PRUH�WKDQ����SHUFHQW�RI�WKH�FDVHV��,Q���SHUFHQW�RI�WKH�FDVHV��WKH�UHDVRQ�JLYHQ�ZDV�WKDW�WKH�JXLGHOLQH�DPRXQW�ZRXOG�EH�XQMXVW�RU�LQDSSURSULDWH��DQG���SHUFHQW�RI�WKH�FDVHV�FLWHG�H[WUDRUGLQDU\�QHHGV�RI�WKH�SDUHQW��2WKHU�UHDVRQV�ZHUH�FLWHG�LQ����SHUFHQW�RI�WKH�FDVHV��DQG����SHUFHQW�GLG�QRW�JLYH�D�UHDVRQ��VHH�7DEOH�����IROORZLQJ�WKLV�SDJH��&65�DOVR�DQDO\]HG�WKH�GHYLDWLRQ�UHDVRQV�LQ�HDFK�FRXQW\�DQG�SUHSDUHG�D�WDEOH�RI�WKH�GRFXPHQWHG�GHYLDWLRQ�UHDVRQV��DUUDQJHG�DFFRUGLQJ�WR�WKH�QXPEHU�RI�FRXQWLHV�LQ�ZKLFK�HDFK�UHDVRQ�DSSHDUV�LQ�D�FDVH�UHFRUG��7DEOH�����SUHVHQWV�WKH�GHYLDWLRQ�UHDVRQV�PRVW�IUHTXHQWO\�FLWHG�DQG�WKH�QXPEHU�RI�FRXQWLHV�LQ�ZKLFK�WKH�UHDVRQ�DSSHDUV�LQ�RQH�RU�PRUH�FDVH�UHFRUGV�� 'LUHFWLRQ�RI�'HYLDWLRQ�E\�'HYLDWLRQ�5HDVRQ�²7KH�GLUHFWLRQ�RI�WKH�GHYLDWLRQ�YDULHG�VLJQLILFDQWO\�DFURVV�HDFK�RI�WKH�UHDVRQV�PHQWLRQHG�DERYH��$V�VKRZQ�LQ�7DEOH������GRZQZDUG�GHYLDWLRQV�ZHUH�FRPPRQ�DFURVV�DOO�GHYLDWLRQ�UHDVRQV��'HYLDWLRQV�EHFDXVH�RI�ORZ�1&3�LQFRPH�DQG�EHFDXVH�RI�D�VHFRQG�KRXVHKROG�ZHUH�WKH�WZR�UHDVRQV�PRVW�IUHTXHQWO\�OLVWHG�IRU�D�GRZQZDUG�GHYLDWLRQ��HDFK�PHQWLRQHG�LQ�RYHU����SHUFHQW�RI�GHYLDWLRQ�FDVHV���$PRXQW�WKH�RWKHU�FRPPRQ�GHYLDWLRQ�UHDVRQV�PHQWLRQHG�DERYH��GRZQZDUG�GHYLDWLRQV�ZHUH�IRXQG�LQ�D�PLQLPXP�RI������SHUFHQW�RI�FDVHV��,Q�FRQWUDVW��XSZDUG�GHYLDWLRQV�RFFXUUHG�OHVV�IUHTXHQWO\�DQG�ZHUH�FRQFHQWUDWHG�RQ�WZR�VSHFLILF�UHDVRQV��DJUHHPHQW�EHWZHHQ�WKH�SDUWLHV�DQG�JXLGHOLQH�DPRXQW�ZDV�XQMXVW�LQDSSURSULDWH��LQ�ZKLFK�PRUH�WKDQ����SHUFHQW�RI�WKH�FDVHV�KDG�XSZDUG�GHYLDWLRQV���,Q�DGGLWLRQ��PRUH�WKDQ����SHUFHQW�RI�WKH FDVHV�ZLWK�RWKHU�UHDVRQV�RU�PLVVLQJ�UHDVRQV�KDG�XSZDUG�GHYLDWLRQV�
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� 'HYLDWLRQ�$PRXQW�²7KH�DYHUDJH�FKDQJH�LQ�WKH�DZDUG�DPRXQW�ZDV�FDOFXODWHG�E\�FRPSDULQJ�WKH�DPRXQW�RI�DZDUG�EHIRUH�WKH�GHYLDWLRQ�WR�WKH�DZDUG�DPRXQW��VHH�7DEOH�������)RU�DZDUGV�WKDW�LQFUHDVHG��WKH�DYHUDJH�LQFUHDVH�ZDV����SHUFHQW��ZKLOH�IRU�DZDUGV�WKDW�GHFUHDVHG��WKH�DYHUDJH�GHFUHDVH�ZDV����SHUFHQW��:KHQ�FDVHV�ZHUH�JURXSHG�LQWR�FRQGROHV�E\�SUHGHYLDWLRQ�DZDUG�DPRXQW��GHYLDWLRQV�WKDW�LQFUHDVHG�WKH�DZDUG�UHVXOWHG�LQ�WKH�ODUJHVW�LQFUHDVHV�LQ�WKH�WZR�ORZHVW�JURXSV��0RQWKO\�FKLOG�VXSSRUW�DPRXQWV�RI�OHVV�WKDQ������ZHUH�LQFUHDVHG�E\�DQ�DYHUDJH�RI������SHUFHQW��ZKLOH�WKRVH�LQ�WKH�RWKHU�DZDUG�DPRXQW�FDWHJRULHV�LQFUHDVHG�E\�OHVV�WKDQ������SHUFHQW��ZKLFK�UHSUHVHQWV�WKH��������±��������SHU�PRQWK�FDWHJRU\���'HYLDWLRQV�WKDW�GHFUHDVHG�WKH�DZDUG�UHGXFHG�LW�E\�DSSUR[LPDWHO\�RQH�WKLUG�LQ�HDFK�DZDUG�JURXS��H[FHSW�LQ�WKH�ORZHVW�JURXS��OHVV�WKDQ�����������ZKLFK�ZDV�UHGXFHG�E\������SHUFHQW��L�H���FXW�LQ�KDOI��� )UHTXHQF\�RI�'HYLDWLRQ��E\�2EOLJRU�²)DWKHUV�ZHUH�WKH�REOLJRUV�LQ����SHUFHQW�RI�FDVHV��&DVHV�LQ�ZKLFK�WKH�PRWKHU�ZDV�WKH�REOLJRU�ZHUH�PRUH�OLNHO\�WR�KDYH�D�GHYLDWLRQ�����SHUFHQW��WKDQ�WKRVH�LQ�ZKLFK�WKH�IDWKHU�ZDV�WKH�REOLJRU�����SHUFHQW���VHH�7DEOH�����IROORZLQJ�WKLV�SDJH��� )UHTXHQF\�RI�'HYLDWLRQ��E\�,9�'�6WDWXV�²7KHUH�ZDV�RQO\�D�VPDOO�GLIIHUHQFH�LQ�WKH�IUHTXHQF\�RI�GHYLDWLRQV�E\�WKH�,9�'�VWDWXV�RI�WKH�FDVH��'HYLDWLRQV�RFFXUUHG�LQ������SHUFHQW�RI�QRQ�$)'&��$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ��,9�'�FDVHV��LQ������SHUFHQW�RI�$)'&�,9�'�FDVHV��DQG�LQ������SHUFHQW�RI�QRQ�,9�'�FDVHV��7KH�KLJKHVW�UDWH�RI�GHYLDWLRQV�������SHUFHQW��ZDV�UHJLVWHUHG�DPRQJ�,9�'�FDVHV�LQ�ZKLFK�ZH�FRXOG�QRW�GHWHUPLQH�WKH�VWDWXV�RI�WKH�FDVH�DV�$)'&�RU�QRQ�$)'&��VHH�7DEOH�������
����',6&5(3$1&<�&$6(6�$1'�&216,67(1&<�2)�*8,'(/,1(�$33/,&$7,21
$V�GHILQHG�LQ�6HFWLRQ������GLVFUHSDQF\�FDVHV�DUH�WKRVH�LQ�ZKLFK�WKH�FRPSXWHG�JXLGHOLQH�DPRXQW�LV�QRW�LQ�DJUHHPHQW�ZLWK�WKH�RUGHU�DPRXQW��\HW�WKH�FDVH�LV�QRW�GHVLJQDWHG�DV�D�GHYLDWLRQ²LQ�IDFW��RIWHQ�WKHUH�LV�D�ZLGH�YDULDQFH�EHWZHHQ�WKH�WZR��7KH�GHJUHH�RI�DJUHHPHQW�EHWZHHQ�WKH�WZR�ILJXUHV�LV�GHILQHG�DV�D�PHDVXUH�RI�WKH�FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ�LQ�FDVH�UHFRUGV��'LVFUHSDQF\�FDVHV�ZHUH�LGHQWLILHG�GXULQJ�FDVH�FRGLQJ�DQG�DV�D�UHVXOW�RI�DQ�DQDO\VLV�RI�WKH�FDVH�UHFRUG�GDWD��,Q�VRPH�FDVHV��WKH�UHDVRQ�IRU�WKH�GLVFUHSDQF\�PD\�EH�LQIHUUHG�RU�RWKHUZLVH�H[SODLQHG�LQ�WKH�FDVH�GRFXPHQWDWLRQ��,Q�RWKHU�FDVHV��WKH�RQO\�LQIRUPDWLRQ�WKDW�H[LVWV�DUH�WKH�WZR�ILJXUHV��7KLV�W\SH�RI�FDVH�LV�D�GLVFUHSDQF\��
7KH�DFWXDO�FRPSXWDWLRQDO�SURFHVV�RI�GHWHUPLQLQJ�D�GLVFUHSDQF\�LV�UHODWLYHO\�VWUDLJKWIRUZDUG�RQFH�WKH�LQWULFDFLHV�RI�WKH�GLIIHUHQW�XQLWV�RI�WLPH�DQG�LQFRPH�DQG�REOLJDWLRQ�GHILQLWLRQV�LQ�HDFK�RI�WKH�FRXQWLHV�KDYH�EHHQ�PDVWHUHG��>�'LVFUHSDQF\�DQDO\VLV�FRXOG�QRW�EH�FRQGXFWHG�LQ�IRXU�FRXQWLHV��SULPDULO\�EHFDXVH�RI�LQVXIILFLHQW ZRUNVKHHW�LQIRUPDWLRQ��,Q�RQH�)ORULGD�FRXQW\�DQG�LQ�RQH�1HZ�-HUVH\�FRXQW\��QR�ZRUNVKHHWV�DFFRPSDQLHG�WKH�FDVH�UHFRUG�GRFXPHQWDWLRQ��,Q�WKH�)ORULGD�FRXQW\��&65�ZDV�DEOH�WR�UHFRQVWUXFW�VHOHFW�ZRUNVKHHWV��EXW�WKLV�ZDV�FRQVLGHUHG�WR�EH�WRR�XQUHOLDEOH�IRU�GLVFUHSDQF\�DQDO\VLV��7KH�WZR�:LVFRQVLQ�FRXQWLHV�ZHUH�H[FOXGHG�IRU�DQ�DGGLWLRQDO�UHDVRQ��2UGHUV�IUHTXHQWO\�DUH�H[SUHVVHG�DV�D�SHUFHQW�RI�WKH�REOLJRU
V�LQFRPH��QRW�DV�D�GROODU�DPRXQW��ZKLFK�PDNHV�LW�LPSRVVLEOH�WR�FRQGXFW�GLVFUHSDQF\�DQDO\VLV�@�)RU�QRQGHYLDWLRQ�FDVHV��ZH�FDOFXODWHG�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FRXUW�RUGHU�DQG�WKH�FRPSXWHG�JXLGHOLQH�ILJXUH��,Q�GHVLJQDWHG�GHYLDWLRQ�FDVHV��WKH�DPRXQW�RI�WKH�XSZDUG�GRZQZDUG�GHYLDWLRQ�DPRXQW�ZDV�IDFWRUHG�LQWR�WKH�FDOFXODWLRQ��$OO�GLIIHUHQFHV�ZHUH�FRQYHUWHG�WR�D�SHUFHQWDJH�RI�WKH�RUGHU�DPRXQW��$�SRVLWLYH�VLJQ�LQ�IURQW�RI�WKH�SHUFHQWDJH�LQGLFDWHV�WKDW�WKH�RUGHU�LV�KLJKHU�WKDQ�WKH�JXLGHOLQH�DPRXQW��7KH�SHUFHQWDJH�LQGLFDWHV�WKH�PDJQLWXGH�RI�WKH�GLIIHUHQFH��VWDQGDUGL]HG�E\�WKH�RUGHU�DPRXQW��)RU�H[DPSOH��LI�WKH�WZR�DPRXQWV�DUH HTXDO��WKH�SHUFHQWDJH�VKRXOG�EH�DW�RU�QHDU�]HUR��,I�WKH�SHUFHQWDJH�LV������WKH�GLIIHUHQFH�DPRXQWV�WR����SHUFHQW�RI�WKH�WRWDO�RUGHU�DPRXQW��+LJKHU�SHUFHQWDJHV�LQGLFDWH�D�JUHDWHU�GLYHUJHQFH�EHWZHHQ�WKH�WZR�DPRXQWV��7KH�VDPH�ORJLF�KROGV�IRU�SHUFHQWDJHV�ZLWK�QHJDWLYH�VLJQV��
7KLV�SURFHVV�SURYLGHV�D�XVHIXO�ZD\�RI�FRPSDULQJ�FDVHV�EHFDXVH�HDFK�RI�WKH�SHUFHQWDJHV�UHSRUWHG�LQ�WKLV�VHFWLRQ�LV�VWDQGDUGL]HG�DV�D�SHUFHQWDJH�RI�WKH�DFWXDO�FRXUW�RUGHU��,I�WKH�SHUFHQWDJH�IDOOV�ZLWKLQ�WKH�UDQJH�RI����RU�B��SHUFHQW�RI�WKH�RUGHU��WKH�JXLGHOLQH�LV�FRQVLGHUHG�WR�EH�FRQVLVWHQWO\�DSSOLHG�LQ�WKDW�FDVH��7KLV�SURYLGHV�D�PDUJLQ�RI�HUURU�DQG�GRHV�QRW�SHQDOL]H�FRXQWLHV�IRU�PLQRU�DULWKPHWLF��WUDQVFULSWLRQ��DQG�LQWHUSRODWLRQ�HUURUV�ZKHQ�FRPSXWLQJ�WKH�JXLGHOLQH�DPRXQW��>�,Q�VRPH�6WDWHV��WKH�JXLGHOLQH�SHUPLWV�D�ZLGHU�WROHUDQFH�WKDQ���SHUFHQW�EHIRUH�D�FDVH�PXVW�EH�FRQVLGHUHG�D�GHYLDWLRQ�FDVH��DQG�WKLV�ZLOO�EH�QRWHG�LQ�WKH�FRPPHQWV�VHFWLRQ�LQ�WKH�IROORZLQJ�WDEOHV�@�
2QH�FDYHDW�LV�WKDW�GLVFUHSDQF\�GHWHUPLQDWLRQ�LQ�LQGLYLGXDO�FDVHV�LV�OLPLWHG E\�WKH�TXDOLW\�DQG�FRPSOHWHQHVV�RI�WKH�GRFXPHQWDWLRQ�PDGH�DYDLODEOH�WR�&65��)RU�H[DPSOH��DGGLWLRQDO�LQIRUPDWLRQ�PD\�EH�PDGH�NQRZQ�WR�WKH�GHFLVLRQPDNHU�EHWZHHQ�WKH�WLPH�WKH�ZRUNVKHHW�ZDV�FDOFXODWHG�DQG�WKH�DFWXDO�KHDULQJ��,Q�VRPH�FRXQWLHV��LW�ZDV�PDGH�FOHDU�WKDW�ZRUNVKHHWV�SUHSDUHG�LQ�WKH�,9�'�DJHQF\�URXWLQHO\�DUH�VXSHUVHGHG�E\�ZRUNVKHHWV�SUHSDUHG�LQ�FRXUW�ZKHQ�QHZ�LQIRUPDWLRQ�LV�SUHVHQWHG�EHIRUH�WKH�FRXUW��H�J���WKH�1&3�SURYLGHV�GRFXPHQWHG�HDUQLQJV�LQIRUPDWLRQ���6RPH�FRXQWLHV�URXWLQHO\�GLG�QRW�LQFOXGH�WKHVH�QHZ�ZRUNVKHHWV�LQ�WKH�FRXUW�UHFRUG��HVSHFLDOO\�LQ�RQH�FRXQW\�LQ�)ORULGD�DQG�RQH�LQ�3HQQV\OYDQLD��,Q�DGGLWLRQ��QR�ZRUNVKHHW�GDWD�ZHUH�DYDLODEOH�IRU�RQH�1HZ�-HUVH\�FRXQW\��
������+RZ�)UHTXHQWO\�'R�'LVFUHSDQFLHV�2FFXU�LQ�WKH�&DVH�5HFRUGV"
,I�D�GLVFUHSDQF\�LV�RSHUDWLRQDOO\�GHILQHG�DV�D�GLIIHUHQFH�LQ�WKH�VWDQGDUGL]HG�SHUFHQWDJH�RI�PRUH�WKDQ����SHUFHQW�IURP�D�PHDQ�RI�]HUR��L�H���QR�GLIIHUHQFH���LW�LV�FOHDU�IURP�RXU�DQDO\VLV�WKDW�GLVFUHSDQFLHV�RFFXU�TXLWH�IUHTXHQWO\�LQ�WKH�FDVH�UHFRUGV��7ZR�FRXQWLHV�KDYH�GLVFUHSDQFLHV�LQ�IHZHU�WKDQ����SHUFHQW�RI�FDVHV�LQ�WKHLU�FRXQWLHV��VL[�FRXQWLHV�KDYH�GLVFUHSDQFLHV�LQ�WKH�UDQJH�RI������WR����SHUFHQW��ILYH�KDYH�GLVFUHSDQFLHV�LQ�WKH�UDQJH�RI������WR����SHUFHQW��DQG�IRXU�KDYH�GLVFUHSDQFLHV�LQ�PRUH�WKDQ����SHUFHQW�RI�FDVHV��VHH 7DEOH�����IROORZLQJ�WKLV�SDJH���
:KHQ�WKLV�DQDO\VLV�LV�FRQGXFWHG�RQ�JXLGHOLQH�FDVHV�RQO\��WKH�GLVWULEXWLRQ�RI�GLVFUHSDQF\�FDVHV�LV�VLPLODU�WR�WKH�SDWWHUQ�IRU�DOO�FDVHV��:KHQ�WKH�DQDO\VLV�IRFXVHV�RQ�GHYLDWLRQ�FDVHV��ZH�H[SHFW�WKDW�JXLGHOLQH�FDVHV�ZRXOG�EH PRUH�FRQVLVWHQWO\�DSSOLHG�WKDQ�GHYLDWLRQ�FDVHV��>�7HFKQLFDOO\��JXLGHOLQH�FDVHV�IROORZ�WKH�JXLGHOLQH�FRPSXWDWLRQV��DQG�GHYLDWLRQ�FDVHV�GR�QRW��KRZHYHU��WKHUH�LV�D�FRPSXWDWLRQDO�ORJLF�WR�GHYLDWLRQ�FDVHV�LQ�ZKLFK�ZH�FDQ�GHWHUPLQH�ZKHWKHU�RU�QRW�WKH�FRPSXWHG�JXLGHOLQH�DPRXQW�SOXV�RU�PLQXV�D�GHYLDWLRQ�DPRXQW��GHSHQGLQJ�RQ�WKH�GLUHFWLRQ�RI�WKH�GHYLDWLRQ��HTXDOV�WKH�RUGHU�DPRXQW��7KH�VDPH�DQDO\VLV�WKDW�LV�SHUIRUPHG�RQ�JXLGHOLQH�FDVHV�ZDV�DOVR�SHUIRUPHG�RQ�GHYLDWLRQ�FDVHV�@�7KH�GDWD�SUHVHQWHG�GR�QRW�VXSSRUW�WKLV�FRQWHQWLRQ��7KHUH�LV�QR�FOHDU�GLUHFWLRQ�RU�SDWWHUQ�LQ�WKH�FRQVLVWHQF\�RI�DSSOLFDWLRQ��,Q�VRPH�FRXQWLHV��FRQVLVWHQF\�DFURVV�JXLGHOLQH�DQG�GHYLDWLRQ�FDVHV�LV�QHDUO\�HTXDO��,Q�RWKHU�FRXQWLHV��FRQVLVWHQF\�FOHDUO\�IDYRUV�RQH�W\SH�RI�FDVH�RYHU�DQRWKHU��$JDLQ��WKLV�LQGLFDWHV�WKDW�WKHUH�LV�����OLWWOH�GLIIHUHQFH�EHWZHHQ�FDVH�W\SHV�DQG�����H[WUHPH�YDULDELOLW\�ZLWKLQ�DQG�DFURVV�6WDWHV��
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:KHQ�WKH�RUGHU�LV�ODUJHU�WKDQ�WKH�JXLGHOLQH��SRVLWLYH�GLVFUHSDQFLHV�FDQ�RFFXU��WKH�RSSRVLWH�LV�WUXH�IRU�QHJDWLYH�GLVFUHSDQFLHV��2YHUDOO��LW�FDQ�EH�VHHQ�WKDW�GLVFUHSDQFLHV�RFFXU�ZLWK�DERXW�HTXDO�UHJXODULW\��UHJDUGOHVV�RI�ZKHWKHU�WKH�VWDQGDUGL]HG�SHUFHQW�KDV�D�SRVLWLYH�RU�D�QHJDWLYH�VLJQ��VHH�7DEOH�����IROORZLQJ�WKLV�SDJH���7KLV�VXJJHVWV�WKDW�WKHUH�LV�QR�V\VWHPDWLF�SDWWHUQ�DFURVV�FRXQWLHV�LQ�WHUPV�RI�RUGHUV�H[FHHGLQJ�RU�QRW�H[FHHGLQJ�WKH�JXLGHOLQH��
�������:K\�'R�'LVFUHSDQFLHV�2FFXU"
6HYHUDO�IDFWRUV�FDQ�H[SODLQ�GLVFUHSDQFLHV��ZKLFK�FDQ�EH�FDWHJRUL]HG�DV�HLWKHU�UDQGRP�RU�V\VWHPDWLF�DQG�DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�VHFWLRQV��
������� 5DQGRP�)DFWRUV
5DQGRP�IDFWRUV�LQFOXGH�DULWKPHWLF�HUURU��WUDQVFULSWLRQ�HUURU��LQVXIILFLHQW�RU�LQFRPSOHWH�GRFXPHQWDWLRQ��FRPSOH[LW\�RI�WKH�FDVH��DQG�LQFRQVLVWHQF\�DPRQJ�IDFW�ILQGHUV�LQ�GRFXPHQWLQJ�GHYLDWLRQV��� $ULWKPHWLF�(UURU�²7KLV�LQFOXGHV�HUURU�LQ�FRPSXWLQJ�WKH�JXLGHOLQH��HUURU�LQ�XVLQJ�D�ORRNXS�WDEOH�RI�FKLOG�VXSSRUW�REOLJDWLRQ�DPRXQWV��DQG�HUURU�LQ�LQWHUSRODWLRQ�RU�URXQGLQJ�WKH�VXSSRUW�REOLJDWLRQ�DPRXQW��� 7UDQVFULSWLRQ�(UURU�²7KLV�RFFXUV�ZKHQ�WKH�ZURQJ�DPRXQW��H�J���JXLGHOLQH�DPRXQW�RU�LQFRPH�DPRXQW� LV�WUDQVIHUUHG�WR�WKH�RUGHU�RU�LV�QRW�LQFRUSRUDWHG�LQ�WKH�RUGHU��� ,QVXIILFLHQW�RU�,QFRPSOHWH�'RFXPHQWDWLRQ�²7KLV�FDQ�RFFXU�ZKHQ�WKH�ZRUNVKHHW�WKDW�ZDV�VHQW�ZDV�VXSHUVHGHG�LQ�D�FRXUW�KHDULQJ��ZKHQ�ZRUNVKHHWV�ZHUH�PLVVLQJ��ZKHQ�ZRUNVKHHWV�ZHUH�LQFRPSOHWH�DQG�KDG�PLVVLQJ�ILHOGV��HVSHFLDOO\�JURVV�LQFRPH���RU�ZKHQ�LQIRUPDWLRQ�RQ�SULRU�RUGHUV�DQG�VXEVHTXHQW�IDPLOLHV�ZDV�UHIHUHQFHG�LQ�D�ZRUNVKHHW�EXW�WKH�FRPSXWDWLRQV�WR�WDNH�PXOWLSOH�IDPLOLHV�LQWR�DFFRXQW�IUHTXHQWO\�ZDV�QRW�LQFOXGHG�LQ�WKH�GRFXPHQWDWLRQ��� &RPSOH[LW\�RI�WKH�&DVH�²:RUNVKHHWV�IUHTXHQWO\�DUH�DEOH�WR�FDSWXUH�RQO\�VHOHFW�LQIRUPDWLRQ�RQ�D FRPSOH[�FDVH�DQG�WKH�FRXUW�RUGHU�PD\�RQO\�FRQWDLQ�D�VNHOHWDO�VWDWHPHQW�RI�IDFW��,Q�DGGLWLRQ��VWLSXODWHG�DJUHHPHQWV�IUHTXHQWO\�FRQWDLQ�FRPSOH[�DUUDQJHPHQWV�EHWZHHQ�GLYRUFLQJ�SDUWLHV�RQ�PDULWDO�SURSHUW\��WD[��DQG�RWKHU�FRQVLGHUDWLRQV�WKDW�PD\�DIIHFW�DQ�RUGHU�DPRXQW��\HW�WKH�DJUHHPHQW�PD\�QRW�EH�LQFOXGHG�LQ�WKH�GRFXPHQWDWLRQ��8QLTXH�VLWXDWLRQV�PD\�EH�PLQLPDOO\�UHIHUHQFHG�LQ�WKH�GRFXPHQWDWLRQ��VXFK�DV�1&3
V�LQ�MDLO�ZKR�DUH�RUGHUHG�WR�SD\�D�KLJK�DOLPRQ\�DQG�FKLOG�VXSSRUW�DZDUG�RU�1&3V�ZKR�HDUQ�VPDOO�DPRXQWV�RI�PRQH\��YHULILHG��DQG�\HW�DUH�RUGHUHG�WR�SD\�FKLOG�VXSSRUW�JUHDWHU�WKDQ�WKHLU�LQFRPH��3DUHQWV�ZKR�KDYH�VROH�SK\VLFDO�FXVWRG\�RI�WKH�FKLOG�PD\�EH�RUGHUHG�WR�SD\�FKLOG�VXSSRUW�WR�WKH�SDUHQW�ZLWKRXW�SK\VLFDO�FXVWRG\�RI�WKH�FKLOG��� ,QFRQVLVWHQF\�$PRQJ�)DFW�)LQGHUV�LQ�'RFXPHQWLQJ�'HYLDWLRQV�²,Q�VRPH�6WDWHV��GHFLVLRQPDNHUV�DUH�YHU\�WKRURXJK�DQG�FRQVLVWHQW�LQ�GRFXPHQWLQJ�GHYLDWLRQV��LQ�RWKHU�6WDWHV��WKH\�DUH�QRW��6RPH�6WDWHV�KDYH IRUPV�WKDW�VKRXOG�EH�ILOOHG�RXW�E\�D�GHFLVLRQPDNHU�LI�KH�RU�VKH�H[HUFLVHV�GLVFUHWLRQ�RQ�D�FDVH�DQG�GHYLDWHV�IURP�WKH�JXLGHOLQH��IHZ�IRUPV�HYHU�DSSHDU�LQ�WKH�GRFXPHQWDWLRQ��%HFDXVH�WKH�ODFN�RI�FRQVLVWHQF\�RFFXUV�ERWK�ZLWKLQ�DQG�DFURVV�6WDWHV��WKLV�IDFWRU�FDQ�EH�VHHQ�DV�HLWKHU�UDQGRP�RU�V\VWHPDWLF��RU�ERWK��
��������6\VWHPDWLF�)DFWRUV
6\VWHPDWLF�IDFWRUV�LQFOXGH�LQFRQVLVWHQF\�LQ�SROLF\�ZLWKLQ�DQG�DFURVV�DJHQFLHV�DQG�FRXUWV��WKH�GHFLVLRQPDNHU�H[HUFLVLQJ�GLVFUHWLRQ�WR�ORZHU�WKH�RUGHU�EHORZ�WKH�JXLGHOLQH�DPRXQW��DQG�GHFLVLRQPDNHU�GLVFUHWLRQ�WR�LQFUHDVH�WKH�RUGHU�DERYH�WKH�JXLGHOLQH�DPRXQW��� ,QFRQVLVWHQF\�LQ�3ROLF\�:LWKLQ�DQG�$FURVV�$JHQFLHV�DQG�&RXUWV�²*XLGHOLQHV�IUHTXHQWO\�DUH�DSSOLHG�LQ�DQ�LQFRQVLVWHQW�PDQQHU�E\�IDFW�ILQGHUV��)RU�LQVWDQFH��1&3V�HDUQLQJ�EHORZ�D�PLQLPXP�PRQWKO\�ILJXUH�DUH�DXWRPDWLFDOO\�RUGHUHG�WR�SD\�D�PLQLPXP�PRQWKO\�DPRXQW�RI��������RU��������SHU�FKLOG��GHSHQGLQJ�RQ�WKH�FRXQW\��6RPH�IDFW�ILQGHUV�VSHFLI\�WKLV�DV�D�GHYLDWLRQ��ZKLOH�RWKHUV�DUH�VLOHQW�RQ�D�VLPLODU�FDVH��$GPLQLVWUDWLYH�FDVHV�PD\�DOVR�GHDO�ZLWK�LGHQWLFDO�VLWXDWLRQV��\HW�DJHQF\�SROLF\�XVXDOO\�SURKLELWV�WKH�IDFW�ILQGHU�IURP�UHFRPPHQGLQJ�D�GHYLDWLRQ��EDUULQJ�H[FHSWLRQDO�FLUFXPVWDQFHV��%HFDXVH�WKH�RUGHUHG�DPRXQW�LV�DOZD\V�OHVV�WKDQ�WKH�FRPSXWHG�DPRXQW�LQ�WKHVH�VLWXDWLRQV��WKH�GLIIHUHQFH�ZLOO�DSSHDU�DV�D�GLVFUHSDQF\��XQOHVV�WKH�FDVH�KDV�EHHQ�VSHFLILHG�DVD�GHYLDWLRQ��$�KLJK�GLVFUHSDQF\�UDWH�LQ�VRPH�FRXQWLHV�PD\�EH�DWWULEXWHG�WR�WKLV�ODFN�RI�FRQVLVWHQF\��� 7KH�'HFLVLRQPDNHU�([HUFLVLQJ�'LVFUHWLRQ�7R�/RZHU�WKH�2UGHU�%HORZ�WKH�*XLGHOLQH�$PRXQW�²7KH�PDMRULW\�RI�WKH�GLVFUHSDQFLHV�RFFXU�DW�SHUFHQWDJHV�WKDW�H[FHHG����SHUFHQW�RI�WKH�RUGHU�DPRXQW��,Q�FDVHV�ZKHUH�WKH�JXLGHOLQH�DPRXQW�LV�JUHDWHU�WKDQ�WKH�RUGHU��WKH�PDMRULW\�RI�GLVFUHSDQFLHV�RFFXUV�DW�WKH�ORZHVW�LQFRPH�OHYHOV��7KLV�VXJJHVWV�WKDW�GHFLVLRQPDNHUV�DUH�H[HUFLVLQJ�D�PHDVXUH�RI�GLVFUHWLRQ�LQ�HVWDEOLVKLQJ�RUGHUV�IRU�SDUHQWV�ZLWK�YHU\�ORZ�LQFRPHV��)RU�H[DPSOH��D�W\SLFDO�FDVH�PLJKW�EH�DQ�1&3�HDUQLQJ�D�JURVV�LQFRPH�RI���������SHU�PRQWK��LQ�ZKLFK�WKH�FDOFXODWHG�JXLGHOLQH�DPRXQW�ZRXOG�EH�DSSUR[LPDWHO\���������SHU�PRQWK��7KH�GHFLVLRQPDNHU�PLJKW�RUGHU�FKLOG�VXSSRUW�LQ�WKH�DPRXQW�RI��������SHU�PRQWK��7KH�GLVFUHSDQF\�LQ�WKLV�FDVH�ZRXOG�EH����������WZLFH�WKH�RUGHU�DPRXQW�RI���������6WDWH�SROLF\�RQ�KRZ�WR�FDWHJRUL]H�ORZ�LQFRPH�FDVHV�LV�LQFRQVLVWHQW��� 'HFLVLRQPDNHU�'LVFUHWLRQ�7R�,QFUHDVH�WKH�2UGHU�$ERYH�WKH�*XLGHOLQH�$PRXQW�²7KH�PDMRULW\�RI�GLVFUHSDQFLHV�LQ�WKHVH�FDVHV�RFFXUV�DW�SHUFHQWDJHV�WKDW�H[FHHG����SHUFHQW�RI�WKH�RUGHU�DPRXQW��0DQ\�RI�WKHVH�GLVFUHSDQFLHV�RFFXU�LQ�FDVHV�ZKHUH�WKH�REOLJHH
V�LQFRPH�LV�DPRQJ�WKH�KLJKHVW�LQFRPH�OHYHOV��7KLV�VXJJHVWV�WKDW�GHFLVLRQPDNHUV�DUH�H[HUFLVLQJ�D�PHDVXUH�RI�GLVFUHWLRQ�LQ�HVWDEOLVKLQJ�KLJKHU�RUGHUV�IRU�SDUHQWV�ZLWK�YHU\�KLJK�LQFRPHV��3DUDGR[LFDOO\��WKHUH�DOVR�DUH�VLJQLILFDQW�QXPEHUV�RI�ORZ�LQFRPH�SDUHQWV�WKDW�DJUHH�WR�DZDUGV�WKDW�DUH�KLJKHU�WKDQ�WKH�JXLGHOLQH�DPRXQW��
7KH�IDFW�RI�WKH�PDWWHU�LV�WKDW�VRPH�GLVFUHSDQFLHV�FDQ�EH�H[SODLQHG�E\�VRPH�DVSHFW�RI�WKH�FDVH�RU�LWV�DFFRPSDQ\LQJ�GRFXPHQWDWLRQ��,Q�WKHVH�FDVHV��LW�LV�SRVVLEOH�WR�H[SODLQ�RU�LQIHU�D�UHDVRQ�IRU�WKH�GLVFUHSDQF\��2WKHU�GLVFUHSDQFLHV�RFFXU�DQG�FDQQRW�EH�H[SODLQHG��>�)URP�WKH�GDWD�&65�FROOHFWHG�DQG�HQWHUHG�LQWR�LWV�FDVH�UHFRUG�GDWDEDVH��LW�LV�SRVVLEOH�WR�GHWHUPLQH�D�OLNHO\�UHDVRQ�IRU�PDQ\�RI�WKH�GLVFUHSDQFLHV��7KLV�LV�EH\RQG�WKH�VFRSH�RI�WKH�FXUUHQW�FRQWUDFW�DQG LV�OHIW�WR�UHVHDUFKHUV�ZKR�PD\�XVH�WKH�GDWDEDVH�LQ�WKH�IXWXUH�@�
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����&21&/86,216�5(*$5',1*�7+(�&216,67(1&<�2)�*8,'(/,1(�$33/,&$7,21
7KLV�VHFWLRQ�RXWOLQHV�FRQFOXVLRQV�DQG�UHVXOWLQJ�UHFRPPHQGDWLRQV�UHJDUGLQJ�WKH�FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQV��
������&RQFOXVLRQ
,Q�WKLV�FKDSWHU�ZH�KDYH�QRWHG�WKDW�WKHUH�LV�FRQVLGHUDEOH�YDULDELOLW\�ZLWKLQ�DQG�DFURVV�6WDWHV�ZLWK�UHJDUG�WR�WKH�FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ��,Q�D�PDMRULW\�RI�FDVHV��JXLGHOLQHV�DUH�LPSOHPHQWHG�LQ�D�ZD\�WKDW�WKH�RUGHU�DJUHHV�ZLWK WKH�FRPSXWHG�JXLGHOLQH�ILJXUH��:KLOH�WKLV�ZDV�H[SHFWHG��FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ�LV�ORZHU�LQ�VRPH�FRXQWLHV�WKDQ�H[SHFWHG��$V�QRWHG�DERYH��WKHUH�DUH�D�YDULHW\�RI�UDQGRP�DQG�V\VWHPDWLF�IDFWRUV�WKDW�DFFRXQW�IRU�GLVFUHSDQFLHV��DQG�QR�VLQJOH�UHDVRQ V\VWHPDWLFDOO\�H[SODLQV�GLVFUHSDQFLHV�DFURVV�RU�ZLWKLQ�FRXQWLHV��
������5HFRPPHQGDWLRQ
$�QXPEHU�RI�VWUDWHJLHV�QHHG�WR�EH�DGRSWHG�E\�WKH�YDULRXV�6WDWHV�WR�LQFUHDVH�WKH�FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ��7KHVH�LQFOXGH�WKH�IROORZLQJ��� 7R�DGGUHVV�UDQGRP�LQFRQVLVWHQF\��EHWWHU�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH�RQ�DSSO\LQJ�DQG�FRPSOHWLQJ�ZRUNVKHHWV�QHHGV�WR�EH�SURYLGHG�WR�IDFW�ILQGHUV�DQG�GHFLVLRQPDNHUV��FRPSOH[LW\�DQG�OHQJWK�RI�WKH�ZRUNVKHHWV�VHHPV�WR�EH�OHVV�LPSRUWDQW�LQ�GHWHUPLQLQJ�FRQVLVWHQF\�RI�DSSOLFDWLRQ�WKDQ�WKH�WUDLQLQJ�SURYLGHG�WR�GHFLVLRQPDNHUV�LQ�FRPSOHWLQJ�WKH�ZRUNVKHHW��([SHFWDWLRQV�QHHG�WR�EH�VHW�UHJDUGLQJ�WKH�FDUHIXO�DQG�FRPSOHWH�GRFXPHQWDWLRQ�RI�GHYLDWLRQV��LQ�VRPH�FRXQWLHV�DQG�6WDWHV��WKH�FDVH�GRFXPHQWDWLRQ�LV�WKRURXJK�DQG�ZHOO�ODLG�RXW��ZKLOH�LQ�RWKHUV�LW�LV�LQFRPSOHWH�DW�EHVW�DQG�XQDYDLODEOH�DW�ZRUVW��� 7R�DGGUHVV�V\VWHPDWLF�LQFRQVLVWHQF\��FRRUGLQDWHG�DQG�FRQVLVWHQW�SROLF\�ZLWKLQ�DQG�EHWZHHQ�DJHQFLHV�DQG�FRXUWV�LV�QHHGHG�ZLWK�UHJDUG�WR�H[SHFWDWLRQV�DQG�SURFHGXUHV�LQYROYLQJ�ZRUNVKHHW�FRPSOHWLRQ��GRFXPHQWDWLRQ�RI�GHYLDWLRQV��DSSOLFDWLRQ�DQG�DWWULEXWLRQ�RI�GHYLDWLRQV��DQG�DVVXULQJ�WKH�FRPSOHWHQHVV�RI�WRWDO�FDVH�UHFRUG�GRFXPHQWDWLRQ��
�������&RQFOXVLRQ
,Q�VRPH�6WDWHV�DQG�FRXQWLHV��&65�KDG�WR�GHYHORS�HLWKHU�D�ZRUNVKHHW�DQG�RU�D�VXSSOHPHQWDO�GDWD�IRUP�WR�REWDLQ�LQIRUPDWLRQ�UHTXLUHG�IRU�WKH�VWXG\��)RU�H[DPSOH��$UNDQVDV��0LQQHVRWD��DQG�:LVFRQVLQ²6WDWHV�FDWHJRUL]HG�DV�,QFRPH�6KDUHV²GR�QRW�XVH�ZRUNVKHHWV�LQ�WKH�FDOFXODWLRQ�RI�D�FKLOG�VXSSRUW�DZDUG��,Q�RQH�3HQQV\OYDQLD�FRXQW\��DV�ZHOO�DV�LQ�$UNDQVDV��WKH�FKLOG�VXSSRUW�RUGHU�GRHV�QRW�FRQWDLQ�LQIRUPDWLRQ�RQ�FDVH�W\SH��WKH�QXPEHU�RI�FKLOGUHQ��DQG�RWKHU�FDVH�FKDUDFWHULVWLFV�WKDW�DUH�QHFHVVDU\�IRU�WKH�DQDO\VLV��7KH�DEVHQFH�RI�VXFK�ZRUNVKHHWV�PDGH�WKH�HYDOXDWLRQ�PRUH�GLIILFXOW�DQG�PD\�KDYH�OHG�WR�GHYLDWLRQV�RU�GLVFUHSDQFLHV�WKDW�FRXOG�KDYH�EHHQ�DYRLGHG��,Q�WKH�DEVHQFH�RI�FRPSOHWH�FDVH�UHFRUGV��LW�LV�GLIILFXOW�IRU�DQDO\VWV²HYDOXDWLRQ�UHVHDUFKHUV�RU�6WDWH�JXLGHOLQH�UHYLHZ�FRPPLVVLRQV²WR�DVVHVV�WKH�H[WHQW�WR�ZKLFK�JXLGHOLQHV�DUH�DSSOLHG�WR�FKLOG�VXSSRUW�FDVHV�
������5HFRPPHQGDWLRQ
6WDWHV�VKRXOG�FRQVLGHU�DGRSWLQJ�PRUH�VWDQGDUG�FDVH�GRFXPHQWDWLRQ�ZLWKLQ�WKHLU�FRXQWLHV��7KLV�VKRXOG�LQFOXGH�D�VWDQGDUGL]HG�ZRUNVKHHW�FRQWDLQLQJ�WKH�ILQDO�GDWD�RQ�ZKLFK�WKH�FRXUW�RU�RWKHU�GHFLVLRQPDNHU�EDVHG�WKH�DZDUG�GHFLVLRQ��WKH EDVLV�IRU�DQ\�GHYLDWLRQV��DQG�VHOHFW�FKDUDFWHULVWLFV�RI�WKH�FDVH��� 7DEOH������*XLGHOLQH�6WDWXV�RI�&DVHV�DQG�'LUHFWLRQ�'HYLDWLRQV��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������*XLGHOLQH�6WDWXV�RI�&DVHV�DQG�'LUHFWLRQ�'HYLDWLRQV��FRQWLQXHG��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� ([KLELW������*XLGHOLQH�)RUPXOD�8VHG�LQ�&DVH�5HFRUGV��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������'LUHFWLRQ�RI�'HYLDWLRQV�E\�&RXQW\��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������5HDVRQV�IRU�'HYLDWLRQV�&LWHG�LQ�2UGHUV�DQG�'LUHFWLRQ�RI�'HYLDWLRQ��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������'HYLDWLRQ�5HDVRQV�0RVW�)UHTXHQWO\�&LWHG�LQ�&DVH�5HFRUGV�$FURVV�&RXQWLHV��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������'HYLDWLRQ�5HDVRQV�0RVW��)UHTXHQWO\�&LWHG�LQ�&DVH�5HFRUGV�$FURVV�&RXQWLHV��FRQWLQXHG��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������'HYLDWLRQ�,QFUHDVHV�DQG�'HFUHDVHV�E\�$ZDUG�$PRXQW��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������'HYLDWLRQ�6WDWXV�E\�7\SH�RI�2EOLJRU��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������'HYLDWLRQ�5DWHV�E\�,9�'�DQG�1RQ�,9�'�6WDWXV��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 7DEOH������*XLGHOLQH�DQG�'HYLDWLRQ�&DVHV�LQ�(DFK�&RXQW\�LQ�:KLFK�WKH�*XLGHOLQH�$PRXQW�(TXDOV�WKH�2UGHU�$PRXQW�DQG�'LVFUHSDQF\�&DVHV�LQ�:KLFK�WKH�$PRXQWV�$UH�1RW�(TXDO��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� 1RWHV�WR�7DEOH������KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB��D�JLI� 7DEOH������$QDO\VLV�RI�'LVFUHSDQF\�&DVHV�LQ�(DFK�&RXQW\��3HUFHQWDJH�RI�&DVHV�LQ�:KLFK�WKH�2UGHU�'RHV�1RW�(TXDO�WKH�*XLGHOLQH�$PRXQW�RU�WKH�*XLGHOLQH�$PRXQW���� WKH�'HYLDWLRQ��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_20.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_19a.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_19.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_18.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_17.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_15.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_16.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_13.gif
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&KDSWHU����)$&7256�,1�&+,/'�6833257�*8,'(/,1(6KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO�FKDS��KWP
1RWH�WKDW�WKH�7DEOHV�DQG�([KLELWV�DUH�DW�WKH�HQG�RI�WKH�FKDSWHU��
7KH�HYDOXDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�LQYROYHG�H[DPLQLQJ�WKH�PDMRU�IDFWRUV�FRQVLGHUHG�E\�6WDWH�JXLGHOLQHV�LQ�GHWHUPLQLQJ�DZDUG�DPRXQWV��:KHUHDV�&KDSWHU���RI�WKLV�UHSRUW�H[DPLQHV�RYHUDOO�JXLGHOLQH�LPSOHPHQWDWLRQ��WKLV�FKDSWHU�H[DPLQHV�VHYHQ�IDFWRUV�WKDW�DIIHFW�FKLOG�VXSSRUW²PXOWLSOH�IDPLOLHV��LQFRPH�GHILQLWLRQ��KHDOWK�FDUH�FRVWV��FKLOG�FDUH�FRVWV��SRVWVHFRQGDU\�HGXFDWLRQ��WD[�FRQVLGHUDWLRQV��DQG�FXVWRG\�DQG�YLVLWDWLRQ��
����29(59,(:
$V�6WDWHV�GHYHORS�DQG�UHYLHZ�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV��WKH\�DOVR�DGGUHVV�LVVXHV�DQG�IDFWRUV�WKDW�PLJKW�DIIHFW�FKLOG�VXSSRUW�DZDUGV��7KLV�FKDSWHU�FRQVLGHUV�VXFK�IDFWRUV�DV�PXOWLSOH�IDPLOLHV��LQFRPH��KHDOWK�FDUH�FRVWV��GD\�FDUH��SRVWVHFRQGDU\�HGXFDWLRQ��WD[�H[HPSWLRQV��DQG�FKLOG�FXVWRG\�DQG�YLVLWDWLRQ��7KHVH�IDFWRUV�ZHUH�FKRVHQ�XSRQ�WKH�UHFRPPHQGDWLRQ�RI�WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2&6(��IRU�WKHLU�UHOHYDQFH�WR�FKLOG�VXSSRUW��([SHUWV�KDYH�GLVFXVVHG�WKH�LVVXHV�UHODWHG�WR�WKHVH�IDFWRUV�LQ�&KLOG�6XSSRUW�*XLGHOLQHV��7KH�1H[W�*HQHUDWLRQ������ �+D\QHV��������DQG�JXLGHOLQHV�UHYLHZHUV�IURP�PDQ\�6WDWHV�KDYH�FRQVLGHUHG�WKHP�LQ�WKHLU�GHOLEHUDWLRQV��VHH�9ROXPH�,,�RI�WKLV�UHSRUW���
6WDWH�JXLGHOLQHV�DGGUHVV�WKH�IDFWRUV�WKDW�DIIHFW�FKLOG�VXSSRUW�LQ�WKUHH�ZD\V��)LUVW��JXLGHOLQHV�PD\�GLUHFW�WKH GHFLVLRQPDNHU�WR�KDQGOH�WKH�IDFWRU�DFFRUGLQJ�WR�D�VSHFLILF�SURFHGXUH��)RU�H[DPSOH��WKH�JXLGHOLQH�PD\�DGYLVH�SURYLGLQJ�UHDVRQDEOH�FKLOG�FDUH�H[SHQVHV�WKDW�DUH�LQFXUUHG�LQ�RUGHU�IRU�WKH�FXVWRGLDO�SDUHQW��&3��WR�ZRUN�RU�VHHN�HPSOR\PHQW�VKRXOG�ILUVW�EH�DGGHG�WR�WKH�EDVLF�VXSSRUW�DPRXQW�DQG�WKHQ�DSSRUWLRQHG�EHWZHHQ�SDUHQWV�LQ�WKH�VDPH�PDQQHU�DV�WKH�EDVLF�FKLOG�VXSSRUW�DPRXQW��6XFK�SURYLVLRQV�QRW�RQO\�PDQGDWH�WKDW�WKH�GHFLVLRQPDNHU�FRQVLGHU�WKH�IDFWRU��EXW�DOVR�GLUHFW�KRZ�WKH�IDFWRU�VKRXOG�EH�QXPHULFDOO\�FDOFXODWHG�ZLWKLQ�WKH�JXLGHOLQH�IRUPXOD��7KHVH�IDFWRUV�PD\�EH�FKDUDFWHUL]HG�DV��PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IDFWRUV���
7KH�VHFRQG�ZD\�LQ�ZKLFK�JXLGHOLQHV�DGGUHVV�IDFWRUV�GRHV�QRW�LQYROYH�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW��7KH�WHUPLQRORJ\�IRU�QRQQXPHULFDO�DGMXVWPHQWV�YDULHV�DPRQJ�6WDWH�JXLGHOLQHV��,Q�VRPH�6WDWHV��WKH�GHFLVLRQPDNHU�FRQVLGHUV�D�OLVW�RI�IDFWRUV�WKDW��DGMXVW��WKH�EDVLF�VXSSRUW�DPRXQW��2WKHU�JXLGHOLQHV�GLUHFW�WKH�GHFLVLRQPDNHU�WR�FRQVLGHU�IDFWRUV�LQ�GHFLGLQJ�ZKHWKHU�WR��PRGLI\��WKH�VXSSRUW�DPRXQW��6WLOO�RWKHU�JXLGHOLQHV�OLVW�IDFWRUV�IRU�FRXUWV�WR�FRQVLGHU�LQ�GHFLGLQJ�ZKHWKHU�WR��GHYLDWH��IURP�WKH�JXLGHOLQH�DPRXQW��'HVSLWH�WKH�GLIIHUHQW�WHUPLQRORJ\��WKH�LQWHQW�LV�WKH�VDPH�IRU�WKHVH�JXLGHOLQHV��WKH�GHFLVLRQPDNHU�PD\�RU�PXVW�FRQVLGHU�HDFK�IDFWRU��EXW�PD\ XVH�KLV�RU�KHU�GLVFUHWLRQ�LQ�GHFLGLQJ�WKH�GLUHFWLRQ�RU�DPRXQW�RI�WKH�DGMXVWPHQW��,Q�SDUWLFXODU��LW�LV�XS�WR�WKH�GHFLVLRQPDNHU
V�GLVFUHWLRQ�WR�GHWHUPLQH�KRZ�LPSRUWDQW�WKH�IDFWRU�LV�LQ�HDFK�SDUWLFXODU�FDVH��DQG�LI�WKH�GHFLVLRQPDNHU�GHFLGHV�WR��DGMXVW����PRGLI\���RU��GHYLDWH��IURP�WKH�EDVLF�VXSSRUW�DPRXQW��KH�RU�VKH�FDQ�XVH�GLVFUHWLRQ�LQ�GHFLGLQJ�KRZ�WKDW��DGMXVWPHQW����PRGLILFDWLRQ���RU��GHYLDWLRQ��ZLOO�EH�FDOFXODWHG��,Q�RWKHU�ZRUGV��QR�GLUHFWLRQ�LV�JLYHQ�DV�WR�KRZ�WR�DGGUHVV�WKH�SDUWLFXODU�IDFWRU��DOWKRXJK�VRPH�6WDWH�JXLGHOLQHV�SODFH�D�OLPLW�RQ�WKH�GHFLVLRQPDNHU
V�GLVFUHWLRQ���%HFDXVH�RI�WKH�GLIIHUHQW�WHUPLQRORJ\��VXFK�IDFWRUV�DUH�FKDUDFWHUL]HG�DV��GLVFUHWLRQDU\�IDFWRUV���
)LQDOO\��JXLGHOLQHV�PD\�QRW�DGGUHVV�FHUWDLQ�IDFWRUV�DW�DOO��HLWKHU�QXPHULFDOO\�WKURXJK�D�PDQGDWRU\�DGMXVWPHQW�RU�LQ�D�GLVFUHWLRQDU\�PDQQHU��1HZ�VSRXVH�LQFRPH�LV�DQ�H[DPSOH�RI�D�IDFWRU�WKDW�PDQ\�JXLGHOLQHV�IDLO�WR�DGGUHVV��6XFK�IDFWRUV�PD\�EH�FRQVLGHUHG�E\�GHFLVLRQPDNHUV�DV�GH�IDFWR��GHYLDWLRQV�WR�WKH�JXLGHOLQHV���
7KH�IDFWRUV�PHQWLRQHG�LQ JXLGHOLQHV�DV�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IDFWRUV�RU�GLVFUHWLRQDU\�IDFWRUV�LV�FRQVLVWHQW�ZLWK�WKH�JXLGHOLQHV�WUHDWPHQW�RI�PXOWLSOH�IDPLO\�LVVXHV��DV�SUHVHQWHG�LQ�WKH�2&6(�SXEOLFDWLRQ�7KH�7UHDWPHQW�RI�0XOWLSOH�)DPLOLHV�8QGHU�6WDWH�6XSSRUW�*XLGHOLQHV DQG LQ�WKLV�FKDSWHU��7KLV�FKDSWHU�DOVR�ZLOO�XVH�WKH�WHUPV��PDQGDWRU\��DQG��QXPHULFDO�DGMXVWPHQW��ZKHQ�UHIHUULQJ�WR�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IDFWRUV��
6RPH�WHUPV�XVHG�LQ�WKH�IROORZLQJ�GLVFXVVLRQ�DUH�VSHFLILF�WR�WKH�FKLOG�VXSSRUW�ILHOG���&3��UHIHUV�WR�WKH�SDUHQW�ZKR�KDV�SULPDU\�SK\VLFDO�FXVWRG\�RI�WKH�FKLOG�UHQ���DQG��QRQFXVWRGLDO�SDUHQW���1&3��UHIHUV�WR�WKH�SDUHQW�ZKR�GRHV�QRW�KDYH�SULPDU\�SK\VLFDO�FXVWRG\��7KH�&3�LV�XVXDOO\�D�ELRORJLFDO�SDUHQW��RIWHQ�WKH�PRWKHU���EXW�PD\�EH�DQRWKHU�UHODWLYH��VXFK�DV�D�IRVWHU�SDUHQW��RU�DQRWKHU�OHJDO�JXDUGLDQ�LQ�WKH�FDVH��7KH�1&3�LV�DOPRVW�DOZD\V�WKH�SDUHQW�ZKR�LV�UHTXLUHG�WR�SD\�WKH�FKLOG�VXSSRUW�DZDUG�LVVXHG�LQ�WKH�FDVH��,Q�WKLV�UHSRUW��SDUW\�DQG�SDUHQW�DUH�XVHG�LQWHUFKDQJHDEO\��DOWKRXJK�WKH�SDUWLHV�WR�D�JLYHQ�FDVH�PD\�QRW�DOZD\V�EH�WKH�SDUHQWV�RI�WKH�FKLOG�UHQ���$Q��REOLJRU��LV�WKH�SHUVRQ�UHVSRQVLEOH�IRU�SD\LQJ�WKH�DZDUG��DQG�DQ��REOLJHH��LV�WKH�SHUVRQ�RU�SDUW\�UHFHLYLQJ�WKH�DZDUG��,Q�PRVW�FDVHV��WKH�REOLJRU�LV�WKH�1&3��DQG�WKH�REOLJHH�LV�WKH�&3��EXW�LQ�VRPH�FDVHV��H�J���&DVHV�WKDW�LQYROYH�$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ�>$)'&@���WKH�REOLJHH�PD\�EH�WKH�6WDWH��
7KH�FKDSWHU�LV�RUJDQL]HG�LQWR�VHYHQ�VHFWLRQV��(DFK�VHFWLRQ�FRQVLGHUV�LVVXHV�WKDW�LQYROYH�IDFWRUV�DIIHFWLQJ�FKLOG�VXSSRUW��WKH�WUHDWPHQW�RI�WKHVH�IDFWRUV�LQ�JXLGHOLQHV�DQG�JXLGHOLQH�UHYLHZV��WKH�SHUFHSWLRQV�RI�LQGLYLGXDOV�LQ�WKH�VXSSRUW�ILHOG�UHJDUGLQJ�WKH�VLJQLILFDQFH�DQG�ZD\V�RI�DGGUHVVLQJ�WKHVH�IDFWRUV��DQG�WKH�IDFWRUV
�LPSDFW�RQ�WKH�FDVHV�DV�UHIOHFWHG�LQ�WKH�UHFRUGV��7KH�IROORZLQJ�VHFWLRQ�SURYLGHV�DQDO\VLV�RI�IDFWRUV�UHODWLQJ�WR�PXOWLSOH�IDPLOLHV��$OO�IDFWRUV�DUH�GLVFXVVHG�LQ�WKLV�FKDSWHU�ZLWK�UHJDUG�WR�WKHLU�WUHDWPHQW�DV�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IDFWRUV�RU�DV�GLVFUHWLRQDU\�IDFWRUV��7KH�GLVFXVVLRQV�DUH�EDVHG�RQ�����WKH�DQDO\VHV�RI�FDVH�UHFRUGV�DQG�LQWHUYLHZV�IURP�WKH����6WDWH��DQG����FRXQW\��VWXG\������WKH�ILQGLQJV�IURP�WKH�6WDWH�FDVH�VWXGLHV�RI�JXLGHOLQHV�GHYLDWLRQV��DQG�����WKH�VWXG\�RI�6WDWH�JXLGHOLQH�UHYLHZV��
����08/7,3/(�)$0,/,(6
5HVHDUFK�LQGLFDWHV�WKDW�DQ�HVWLPDWHG����SHUFHQW�RI�GLYRUFHG�SHUVRQV�UHPDUU\��DQG�PDQ\�KDYH�DGGLWLRQDO�FKLOGUHQ�DIWHU�WKH\�UHPDUU\��>�(VSHQVKDGH��7����������0DUULDJH�7UHQGV�LQ�$PHULFD��(VWLPDWHV��,PSOLFDWLRQV��DQG�8QGHUO\LQJ�&DXVHV����3RSXODWLRQ�DQG�'HYHORSPHQW�5HYLHZ��������@�)XUWKHUPRUH��)RON�DQG�FROOHDJXHV�>�)RON��.�)���*UDKDP��-�:���DQG�%HOOHU��$�+����&KLOG�6XSSRUW�DQG�5HPDUULDJH����-RXUQDO�RI�)DPLO\�,VVXHV�����������± ���@�UHSRUW�WKDW����SHUFHQW�RI�GLYRUFHG�PHQ�DQG����SHUFHQW�RI�GLYRUFHG�ZRPHQ�UHPDUU\�ZLWKLQ����

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/chap3.htm
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/chap3.htm
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\HDUV��0XOWLSOH�IDPLOLHV�DUH�LQFUHDVLQJO\�EHFRPLQJ�WKH�QRUP��QRW�WKH�H[FHSWLRQ��6WDWH�JXLGHOLQH�UHYLHZ�WHDPV�UHFRJQL]HG�WKDW�WKH�WUDGLWLRQDOO\�QXFOHDU�RU��2]]LH�DQG�+DUULHW��W\SH�RI�IDPLO\�LV�QR�ORQJHU�FRPPRQSODFH��DQG�WKHLU�UHSRUWV�DFNQRZOHGJHG�WKDW�SDUHQWV�WKURXJKRXW�WKH�FRXQWU\�LQFUHDVLQJO\�KDYH�FKLOGUHQ�IURP�PRUH�WKDQ�RQH�UHODWLRQVKLS��7KH�UHYLHZ�WHDPV�DOVR�QRWHG�WKDW�FKLOG�VXSSRUW�GHFLVLRQPDNHUV�RIWHQ�UHYLHZ�FDVHV�LQYROYLQJ�FKLOGUHQ�IURP�PXOWLSOH�UHODWLRQVKLSV��UHPDUULDJH��DQG�EOHQGHG�IDPLOLHV��DQG�WKH\�UHTXLUH�DWWHQWLRQ�WR�WKHVH�FRPSOH[�FLUFXPVWDQFHV�LQ JXLGHOLQHV��$FFRUGLQJ�WR�WKH�6WDWH�JXLGHOLQH�UHYLHZ�PDWHULDOV�VXEPLWWHG�WR�WKH�$PHULFDQ�%DU�$VVRFLDWLRQ��$%$������6WDWHV�FRQVLGHUHG�JHQHUDO�PXOWLSOH�IDPLO\�LVVXHV�LQ�WKHLU�UHYLHZV��7KH�FRQVHQVXV�ZDV�WKDW�JXLGHOLQHV�VKRXOG�VSHFLI\�FRQVLVWHQW�KDQGOLQJ�RI�WKLV�LVVXH��
7KLV�FRQVHQVXV�RI�6WDWH�JXLGHOLQH�UHYLHZ�WHDPV�LV�VXSSRUWHG�E\�$%$�LQWHUYLHZV�LQ�WKH����VWXG\�6WDWHV��'XULQJ�LQWHUYLHZV�ZLWK�PRUH�WKDQ�����MXGJHV��PHGLDWRUV��PDVWHUV��FRPPLVVLRQHUV��,9�'�DWWRUQH\V��SULYDWH�DWWRUQH\V��,9�'�FDVHZRUNHUV��DQG�SDUHQWV��PXOWLSOH�IDPLO\�LVVXHV�ZHUH�RQH�RI�WKH�WKUHH�PRVW�FRPPRQO\�PHQWLRQHG�UHDVRQV�IRU�UHTXHVWLQJ�D�PDQGDWRU\�DGMXVWPHQW�WR�LQFRPH�RU�D�GLVFUHWLRQDU\�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�DPRXQW��,Q�IDFW������SHUFHQW�RI�WKH�LQWHUYLHZHG�1&3V�VWDWHG�WKDW�FRXUW�RUGHUHG�REOLJDWLRQV�RU�VXEVHTXHQW�IDPLO\�VLWXDWLRQV�PXVW�EH�FRQVLGHUHG�E\�GHFLVLRQPDNHUV�ZKHQ�JXLGHOLQH�FKLOG�VXSSRUW�DPRXQWV�DUH�EHLQJ�HVWDEOLVKHG��0XOWLSOH�IDPLO\�LVVXHV�DOVR�ZHUH�FLWHG�DV�FDXVLQJ�GHYLDWLRQ�LQ�6WDWH�FDVH�VWXGLHV�RI�GHYLDWLRQV��,Q�FRQWUDVW��QRQH�RI�WKH�&3V�PHQWLRQHG�PXOWLSOH�IDPLO\�LVVXHV�DV�DQ�LVVXH�RI�FRQFHUQ��
6XUSULVLQJO\��VDPSOH�RI�FDVH�UHFRUGV�FROOHFWHG�E\�&65�GRHV�QRW�UHYHDO�D�KLJK�LQFLGHQFH�RI�PXOWLSOH�IDPLO\�LVVXHV��3ULRU�VXSSRUW�RUGHUV�DQG�VXEVHTXHQW�REOLJDWLRQV�ZHUH�GRFXPHQWHG�LQ�RQO\�����SHUFHQW�WR����SHUFHQW�RI�FDVHV�LQ�WKH����FRXQWLHV��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���7KLV�YDULDELOLW\�RFFXUUHG�ERWK�ZLWKLQ�DQG�DFURVV�6WDWHV��)XUWKHU�DQDO\VLV�RI�WKH�FRXQW\�GDWD�E\�YDULRXV�FDVH�DVSHFWV��H�J���FDVH�W\SH��$)'&�VWDWXV��IRUXP��DQG�DWWRUQH\�SUHVHQFH��GLG�QRW�VKHG�DQ\�IXUWKHU�OLJKW�RQ�WKH�ZLGH�YDULDELOLW\�DQG�ORZ�LQFLGHQFH�RI�PXOWLSOH�IDPLO\�LVVXHV��6RPH�YDULDELOLW\�FDQ�EH�H[SODLQHG�E\�FHUWDLQ�DVSHFWV�RI�WKH�UHVHDUFK�PHWKRGRORJ\��)RU�H[DPSOH��WKLV�VWXG\�GLG�QRW�OLPLW�WKH�FDVH�UHFRUG�FROOHFWLRQ�WR�PXOWLSOH�IDPLO\�FDVHV�RU�WR�PRGLILFDWLRQV��ZKHUH�WKH�PDMRULW\�RI�PXOWLSOH�IDPLO\�LVVXHV�DUH�H[SHFWHG�WR�DSSHDU��
7KH�IROORZLQJ�VXEVHFWLRQV�DGGUHVV�LVVXHV�DQG�ILQGLQJV�IURP�6WDWHV�DQG�VWXG\�VLWHV�UHJDUGLQJ�PXOWLSOH�IDPLOLHV��LVVXHV�DQG�ILQGLQJV�UHJDUGLQJ�PXOWLSOH�IDPLO\�GHYLDWLRQV��DQG�FRQFOXVLRQV�DQG�UHFRPPHQGDWLRQV��(DFK�VXEVHFWLRQ�SUHVHQWV�LQIRUPDWLRQ�IURP�WKH�6WDWH�JXLGHOLQH�UHYLHZV��LQWHUYLHZV�ZLWK�ORFDO�RIILFLDOV��DQG�DQDO\VLV�RI�FDVH�UHFRUG�GDWD��
������0XOWLSOH�)DPLO\�,VVXHV�DQG�)LQGLQJV
7KLV�VXEVHFWLRQ�DGGUHVV�SUHH[LVWLQJ�VXSSRUW�REOLJDWLRQV�DQG�VXEVHTXHQW�VXSSRUW�REOLJDWLRQV�DV�GLVFXVVHG�LQ�6WDWH�JXLGHOLQHV�DQG�LQ�WKH�JXLGHOLQHV�XVHG�E\�WKH����VWXG\�6WDWHV��
��������3UHH[LVWLQJ�6XSSRUW�2EOLJDWLRQV
7KH�IROORZLQJ�GLVFXVVHV�SUHH[LVWLQJ�VXSSRUW�REOLJDWLRQV�DV�GLVFXVVHG�LQ�6WDWH�JXLGHOLQHV��JXLGHOLQH�UHYLHZ�VWXGLHV��FDVH�UHFRUG�GDWD�FROOHFWLRQ��DQG�LQWHUYLHZV��
*XLGHOLQH�5HYLHZV
$V�SDUW�RI�WKH�6WDWH�JXLGHOLQH�UHYLHZ�SURFHVV��D�QXPEHU�RI�WKH�UHYLHZ�WHDPV�GHEDWHG�PHWKRGV�IRU�KDQGOLQJ�VXSSRUW�REOLJDWLRQV�HVWDEOLVKHG�SULRU�WR�HDFK�FDVH��7\SLFDOO\��UHYLHZHUV�RSWHG�WR�VXEWUDFW�DQ\�H[LVWLQJ�FRXUW�RUGHUHG�FKLOG�VXSSRUW�DZDUGV�IURP�WKH�UHVSRQVLEOH�SDUHQW
V�LQFRPH�SULRU�WR�FDOFXODWLQJ�WKH�FKLOG�VXSSRUW�DPRXQW��,Q�VRPH�MXULVGLFWLRQV��GHGXFWLRQV�DOVR�ZHUH�SHUPLWWHG�IRU�FKLOGUHQ�QRW�FRYHUHG�E\�SULRU�FRXUW�RUGHUV��EXW�WKHVH�LQFRPH�DGMXVWPHQWV�ZHUH�OLPLWHG�WR�YHULILDEOH�H[SHQVHV�RU�WR�WKH�)HGHUDO�WD[�H[HPSWLRQ�DYDLODEOH�IRU�WKH�FKLOG��7KLV�LV�FDOOHG�D��ILUVW�IDPLO\�DSSURDFK���LQ�ZKLFK�WKH�HDUOLHVW�IDPLO\
V�REOLJDWLRQV�DUH�KDQGOHG�ILUVW��+RZHYHU��WKLV�DSSURDFK�FDQ�EH�H[WHQGHG�WR�DQ\�SULRU�FKLOG�VXSSRUW�RUGHU��UHJDUGOHVV�RI�ZKHQ�WKH�FKLOG�ZDV�ERUQ��WKHUHIRUH��LW�FDQ�EH�DSSOLFDEOH�WR�FKLOGUHQ�RXWVLGH�D�SDUHQW
V�ILUVW�IDPLO\��
6WXG\�6WDWHV
$PRQJ�WKH����6WDWHV�SDUWLFLSDWLQJ�LQ�WKLV�VWXG\����KDG�JXLGHOLQHV�WKDW�GHGXFWHG�WKH�IXOO�DPRXQW�RI�DQ\�SULRU�RUGHU�IURP�WKH�REOLJRU
V�JURVV�LQFRPH�EHIRUH�VXSSRUW�LV�FDOFXODWHG�LQ�WKH�FXUUHQW�DFWLRQ��>�7KHVH�6WDWHV�LQFOXGH�$UNDQVDV��)ORULGD��0DVVDFKXVHWWV��0LQQHVRWD��0LVVRXUL��1HZ�+DPSVKLUH��1HZ�-HUVH\��DQG�:LVFRQVLQ�@�'HODZDUH�DQG�3HQQV\OYDQLD�GHYHORSHG�RWKHU�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�WR�WDNH�SULRU�RUGHUV�LQWR�DFFRXQW��2QO\�:DVKLQJWRQ�6WDWH�DOORZHG�WKH�GHFLVLRQPDNHU�WR�FRQVLGHU�SULRU�VXSSRUW�RUGHUV�DV�D�EDVLV�IRU�GHYLDWLQJ�IURP�JXLGHOLQHV��7DEOH�*���LQ�$SSHQGL[�*�SUHVHQWV�D�FRPSOHWH�GHVFULSWLRQ�RI�HDFK�6WDWH
V�VWUDWHJ\�IRU�SULRU�VXSSRUW�RUGHUV��
:KHWKHU�6WDWH�JXLGHOLQHV�SURYLGH�D�PDQGDWRU\�DGMXVWPHQW�IRU�SULRU�VXSSRUW�RUGHUV�RU�JLYHV�WKH�GHFLVLRQPDNHU�GLVFUHWLRQ��WKLV�VHHPV�WR�LPSDFW�WKH�DPRXQW�RI�GRFXPHQWDWLRQ�RQ�WKDW�LVVXH�ZLWKLQ�WKH�FDVH�UHFRUG��$OWKRXJK�SULRU�RUGHUV�ZHUH�QRW�IUHTXHQWO\�PHQWLRQHG�DFURVV�DOO����VWXG\�FRXQWLHV��SULRU�RUGHUV�ZHUH�GRFXPHQWHG�LQ���SHUFHQW�WR�� SHUFHQW�RI�FDVHV�IURP�:DVKLQJWRQ��ZKLFK�XVHV�D�GLVFUHWLRQDU\�DSSURDFK��,Q�WKH����VWXG\�6WDWHV�ZLWK�D�PDQGDWRU\�DGMXVWPHQW�DSSURDFK��SULRU�RUGHUV�ZHUH�PHQWLRQHG�LQ�XS�WR����SHUFHQW�RI�FDVHV��,Q����SLORW�FRXQWLHV��PXOWLSOH�IDPLOLHV�ZHUH�UHSRUWHG�LQ�PRUH�WKDQ���SHUFHQW�RI�FDVHV��DQG�LQ���FRXQWLHV��WKH\�ZHUH�UHSRUWHG�LQ�PRUH�WKDQ����SHUFHQW�RI�WKH�FDVHV��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���
,Q�PRVW�FDVHV��GHFLVLRQPDNHUV�LQ�WKH����VWXG\�FRXQWLHV�IROORZHG�WKHLU�JXLGHOLQH�PDQGDWHV�LQ�FDOFXODWLQJ�VXSSRUW�ZKHUH�WKHUH�ZDV�D�SULRU�RUGHU��,Q�WKH����6WDWHV�XVLQJ�PDQGDWRU\�DGMXVWPHQW��H�J���GHGXFW�WKH�IXOO�DPRXQW�RI�WKH�SULRU�RUGHU�IURP�SD\LQJ�SDUW\
V�LQFRPH���WKH�PDQGDWHG�PHWKRG�ZDV�XVHG�LQ����WR�����SHUFHQW�RI�FDVHV�LQ�ZKLFK�WKH�1&3�KDG�D�SULRU�RUGHU��>�7KH�ORZ�HQG�RI�WKLV�UDQJH�RFFXUUHG�LQ�D�FRXQW\�WKDW KDG�RQO\�WKUHH�FDVHV�ZKHUH�WKH�1&3�KDG�D�SULRU�RUGHU��@�,Q�RWKHU�FRXQWLHV�GHFLVLRQPDNHUV�RFFDVLRQDOO\�GHYLDWHG�IURP�WKH�
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JXLGHOLQH�RU�GLG�QRW�FRQVLGHU�WKH�SULRU�RUGHU�ZKHQ�HVWDEOLVKLQJ�WKH�FXUUHQW�VXSSRUW�RUGHU��'HFLVLRQPDNHUV�DOVR�XVHG�RWKHU�PHWKRGV��ZKLFK�YDULHG�IURP�FDVH�WR�FDVH��WR�FRQVLGHU�WKH�SULRU�RUGHU�V���VHH�([KLELW���������
7KHUH�ZDV�FRQVLGHUDEOH�YDULDWLRQ�E\�6WDWH�DQG�FRXQW\�LQ�KRZ�SULRU�RUGHUV�ZHUH�KDQGOHG��,Q�:DVKLQJWRQ�6WDWH��JXLGHOLQHV�SHUPLW�D�GLVFUHWLRQDU\�DSSURDFK�WR�FRQVLGHULQJ�WKH�1&3
V�SULRU�RUGHU��VR�DOO�DGMXVWPHQWV�DUH�FRQVLGHUHG�GHYLDWLRQV��7KH�WZR�FRXQWLHV�LQ�WKLV�6WDWH�ZHUH�DPRQJ�WKRVH�ZLWK�WKH�KLJKHVW�UDWHV�RI�GHYLDWLRQV�DQG�RI�FDVHV�LQ�ZKLFK�SULRU�RUGHUV�ZHUH�QRW�FRQVLGHUHG��0RUH�VXUSULVLQJ�ZDV�WKDW�GDWD�IURP�QHLWKHU�3HQQV\OYDQLD�FRXQW\�VKRZHG�QXPHULFDO�DGMXVWPHQWV�IRU�SULRU�RUGHUV��EXW�WKLV�DSSHDUV�WR�EH�GXH�WR�FRGLQJ�LVVXHV��,Q�IDFW��WKH�SULRU�RUGHU�FDOFXODWLRQV�ZHUH�SHUIRUPHG�LQ�PRVW�FDVHV�EXW�KDG�QR�HIIHFW�RQ�WKH�DZDUG��'HFLVLRQPDNHUV�DOVR�XVHG�RWKHU�PHWKRGV��ZKLFK�YDULHG�IURP�FDVH�WR�FDVH�DQG�RIWHQ�ZHUH�QRW�LGHQWLILHG�LQ�WKH�GRFXPHQWDWLRQ��VHH�([KLELW��������DOVR�VHH�7DEOH�(���LQ�$SSHQGL[�(�IRU�DGGLWLRQDO�GHWDLOV���
7KH�FDVH�GDWD�ILQGLQJV�DUH�VXSSRUWHG�E\�VXEMHFWLYH�SHUFHSWLRQV�JDWKHUHG�IURP�LQWHUYLHZHHV�LQ�WKH�VWXG\�6WDWHV� 7KH�PDMRULW\�RI�GHFLVLRQPDNHUV��DWWRUQH\V��FDVHZRUNHUV��DQG�SDUHQWV�LQWHUYLHZHG�DJUHHG�WKDW�GHFLVLRQPDNHUV�XVXDOO\�IROORZ�WKH�JXLGHOLQH�PHWKRGRORJ\�IRU�DGGUHVVLQJ�SULRU�RUGHUV�IRU�VXSSRUW��0RVW�DJHQF\�DWWRUQH\V�DQG�FDVHZRUNHUV�EHOLHYHG�WKDW�WKH�UHVXOWV�DUH�IDLU��3ULYDWH�DWWRUQH\V��VRPH�DJHQF\�DWWRUQH\V��DQG�&3V�EHOLHYHG�WKDW�LI�SULRU�FRXUW�RUGHUV�DUH�GHGXFWHG�IURP�WKH�REOLJRU
V�JURVV�LQFRPH��YHU\�OLWWOH�LQFRPH��LI�DQ\��LV�OHIW�WR�GHWHUPLQH�VXEVHTXHQW�REOLJDWLRQV��5HVSRQGHQWV�LQ�:DVKLQJWRQ�6WDWH�JHQHUDOO\�ZHUH�VXSSRUWLYH�RI�WKH�GLVFUHWLRQDU\�DSSURDFK�XVHG�WKHUH��
��������6XEVHTXHQW�6XSSRUW�2EOLJDWLRQV
7KLV�VHFWLRQ�GLVFXVVHV�VXEVHTXHQW�VXSSRUW�REOLJDWLRQV�DQG�SUHVHQWV�ILQGLQJV�IURP�WKH�6WDWH�JXLGHOLQH�UHYLHZV��WKH�FDVH�UHFRUGV�FROOHFWHG�LQ�VWXG\�FRXQWLHV��DQG�LQWHUYLHZV�FRQGXFWHG�LQ�WKRVH�FRXQWLHV��
*XLGHOLQH�5HYLHZV
$�QXPEHU�RI�6WDWH�UHYLHZ�WHDPV�FRQVLGHUHG�KRZ�D�QHZ�FKLOG�LPSDFWV�WKH�SDUHQW
V�H[LVWLQJ�FKLOG�VXSSRUW�REOLJDWLRQ��6RPH�UHYLHZHUV�UHFRPPHQGHG�WKDW�SDUHQWV�EH�DOORZHG�LQFRPH�GHGXFWLRQV�HTXDO�WR�DQ H[LVWLQJ�FKLOG�VXSSRUW�RUGHU�RU�UHSUHVHQWLQJ�VRPH�OHYHO�RI�H[SHQGLWXUHV�PDGH�IRU�VXEVHTXHQW�FKLOGUHQ��2WKHU�UHYLHZHUV�UHFRJQL]HG�WKDW�WKHVH�GHGXFWLRQV�FRXOG�EH�SHUFHLYHG�DV�SHUPLWWLQJ�SDUHQWV�WR�GHFUHDVH�H[LVWLQJ�REOLJDWLRQV�E\�KDYLQJ�PRUH�FKLOGUHQ�DQG�GHYLVHG�FRQGLWLRQV�IRU�WKH�XVH�RI�WKH�LQFRPH�GHGXFWLRQ�DFFRUGLQJO\��)RU�H[DPSOH��RQH�WHDP�UHFRPPHQGHG�DQ�LQFRPH�DGMXVWPHQW�IRU�VXEVHTXHQW�FKLOGUHQ�LQ�WKH�DPRXQW�RI�DQ�DSSURSULDWH�FKLOG�VXSSRUW�RUGHU�RU�DFWXDO�H[SHQVHV��KRZHYHU��D�GHGXFWLRQ�ZRXOG�QRW�EH�SHUPLWWHG�LQ�FDVHV�ZKHUH�D�SULRU�RUGHU�LV�EHLQJ�PRGLILHG�LI�WKH�GHGXFWLRQ�UHVXOWHG�LQ�ORZHU�VXSSRUW�IRU�WKH�FKLOG�DW�LVVXH��2WKHU�UHYLHZHUV�SUHIHUUHG�WKDW�SDUHQWV�QRW�UHFHLYH�WKH�IXOO�EHQHILW�DVVRFLDWHG�ZLWK�DGGLWLRQDO�FKLOGUHQ�DQG�UHFRPPHQGHG�FDOFXODWLQJ�VHSDUDWH�VXSSRUW�REOLJDWLRQV�IRU�HDFK�KRXVHKROG�RI�QHZ�FKLOGUHQ��7KLV�DZDUG�DPRXQW�ZRXOG�EH�PXOWLSOLHG�E\�D�VHOHFWHG�SHUFHQWDJH�DQG�RQO\�WKHQ�VXEWUDFWHG�IURP�WKH�SDUHQW
V�JURVV�LQFRPH��$QRWKHU�VXJJHVWHG�DSSURDFK�LQYROYHG�SHUPLWWLQJ�D�GHGXFWLRQ�HTXDO�RQO\�WR WKH�)HGHUDO�WD[�H[HPSWLRQ�IRU�WKH�FKLOG�UDWKHU�WKDQ�IRU�DFWXDO�H[SHQVHV��
2WKHU�6WDWH�UHYLHZ�WHDPV�UHMHFWHG�WKH�LQFRPH�DGMXVWPHQW�DSSURDFK�IRU�VXEVHTXHQW�FKLOGUHQ��7ZR�UHYLHZ�WHDPV�UHFRPPHQGHG�VSHFLDO�PXOWLSOH�IDPLO\�JXLGHOLQH�IRUPXODV�WR�IDFLOLWDWH�WKH�FDOFXODWLRQ�RI�VXSSRUW��$FFRUGLQJ�WR�WKHVH�WHDPV��WKH�JRDO�RI�GHYHORSLQJ�D�IL[HG�IRUPXOD�LV�DQ�HTXLWDEOH�DQG�FRQVLVWHQW�WUHDWPHQW�RI�PXOWLSOH�IDPLO\�FDVHV��2WKHU�6WDWH�UHYLHZ�WHDPV�EHOLHYHG�WKDW�WKH�GHFLVLRQPDNHU�VKRXOG�KDQGOH�VXEVHTXHQW�IDPLOLHV�EHFDXVH�WKH�HVWDEOLVKPHQW�RI�IDLU�DQG�UHDOLVWLF�RUGHUV�LQ�PXOWLSOH�IDPLO\�FDVHV�UHTXLUHV�FRQVLGHUDWLRQ�RI�FRPSOH[�DQG�GLYHUVH�LVVXHV�EH\RQG�WKH�VFRSH�RI�D�IRUPXOD��
6WXG\�6WDWHV
2I�WKH����VWXG\�6WDWHV��>�7KH����VWXG\�6WDWHV�DUH�'HODZDUH��0LVVRXUL��1HZ�-HUVH\��3HQQV\OYDQLD��DQG�:LVFRQVLQ��@���KDYH�JXLGHOLQHV�WKDW�SURYLGH�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�IRU�VXEVHTXHQW�REOLJDWLRQV��7KUHH�RI�WKHVH�ILYH�6WDWHV�>�7KH�WKUHH�6WDWHV�DUH�0LVVRXUL��1HZ�-HUVH\��DQG�:LVFRQVLQ�@�UHTXLUH�WKH�GHFLVLRQPDNHU�WR�GHWHUPLQH�WKH�VXSSRUW�REOLJDWLRQ�IRU�WKH�VXEVHTXHQW�FKLOGUHQ�EDVHG�RQ�WKH�JXLGHOLQHV�DQG�WR�GHGXFW�WKLV�REOLJDWLRQ�IURP�WKH�UHVSRQVLEOH�SDUHQW
V�LQFRPH�EHIRUH�VXSSRUW�LV�GHWHUPLQHG�LQ�WKH�FXUUHQW�DFWLRQ��7KH�DPRXQW�WR�EH�VXEWUDFWHG�IURP�WKH�UHVSRQVLEOH�SDUHQW
V�LQFRPH�YDULHV VOLJKWO\�IURP�6WDWH�WR�6WDWH��HVSHFLDOO\�ZLWK�UHVSHFW�WR�XVLQJ�WKH�QHZ�VSRXVH�RU�SDUWQHU
V�LQFRPH��
'HODZDUH�GRHV�QRW�DOORZ�D�GHGXFWLRQ�IRU�VXEVHTXHQW�REOLJDWLRQV�IURP�WKH�LQFRPH�RI�HLWKHU�SDUHQW�EHIRUH�FDOFXODWLQJ�WKH�EDVLF�VXSSRUW�DPRXQW��L�H���WKH�DPRXQW�GHILQHG�LQ�WKH�JXLGHOLQHV�DV�QHHGHG�WR�VXSSRUW�WKH�EDVLF�QHHGV�RI�WKH�FKLOG��+RZHYHU��WKH�6WDWH
V�JXLGHOLQH�GRHV�DOORZ�WKH�REOLJRU�D�FUHGLW�IRU�VXEVHTXHQW�REOLJDWLRQV�EHIRUH�FDOFXODWLQJ�WKH�6WDQGDUG�RI�/LYLQJ�$OORZDQFH��62/$��IRU�HDFK�IDPLO\�LQYROYHG��3HQQV\OYDQLD�DOORZV�HDFK�REOLJDWLRQ�RI�WKH�UHVSRQVLEOH�SDUHQW�WR�EH�UHGXFHG�SURSRUWLRQDOO\�LI�WKH�REOLJDWLRQV�WRWDO�PRUH�WKDQ����SHUFHQW�RI�KLV�RU�KHU�JURVV�LQFRPH��
7KH�VL[�UHPDLQLQJ�6WDWHV�>�7KH�VL[�UHPDLQLQJ�VWXG\�6WDWHV�DUH�$UNDQVDV��)ORULGD��0DVVDFKXVHWWV��0LQQHVRWD��1HZ�+DPSVKLUH��DQG�:DVKLQJWRQ�@�HLWKHU�KDYH�QR�JXLGHOLQH�UHJDUGLQJ�WKHVH�REOLJDWLRQV�RU�KDYH�D�GLVFUHWLRQDU\�SURYLVLRQ�DOORZLQJ�WKH�GHFLVLRQPDNHU�WR�FRQVLGHU�WKHVH�REOLJDWLRQV�ZKHQ�GHWHUPLQLQJ�VXSSRUW��$�FRPPRQ�UXOH�IRU�DOORZLQJ�WKH�PDQGDWRU\�DGMXVWPHQW�RU�JHQHUDO�FRQVLGHUDWLRQ�RI�VXEVHTXHQW�REOLJDWLRQV�LV�WKDW�WKH�DGMXVWPHQW�RU�FRQVLGHUDWLRQ�FDQ�EH�XVHG�RQO\�DV�D�GHIHQVH�DJDLQVW�D�PRWLRQ�IRU�DQ�XSZDUG�PRGLILFDWLRQ�DQG�QRW�DV�D�MXVWLILFDWLRQ�IRU�D�UHGXFWLRQ�LQ�VXSSRUW��7DEOH�*���LQ�$SSHQGL[�*�SUHVHQWV�6WDWH�E\�6WDWH�GHWDLOV�UHJDUGLQJ�VXEVHTXHQW�REOLJDWLRQV��
8QOLNH�SULRU�RUGHUV��WKH�IUHTXHQF\�ZLWK�ZKLFK�VXEVHTXHQW�REOLJDWLRQV�RI�WKH�1&3�ZDV�GRFXPHQWHG�LQ�FDVH�UHFRUGV�GLG�QRW�DSSHDU�WR�EH�UHODWHG�WR�WKH�JXLGHOLQH�DSSURDFK�DGRSWHG�E\�WKH�6WDWH²PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IRU�D�VXEVHTXHQW�REOLJDWLRQ�RU�GLVFUHWLRQDU\�FRQVLGHUDWLRQ��,Q�6WDWHV�WKDW�JLYH�GHFLVLRQPDNHUV�GLVFUHWLRQ�RYHU�VXEVHTXHQW�REOLJDWLRQV��WKH�IDFWRU�ZDV�QRWHG�LQ�XS�WR����SHUFHQW�RI�FDVHV��7KH�UDQJH�ZDV�VOLJKWO\�ZLGHU�LQ�6WDWHV�WKDW�XVH�D�PDQGDWRU\�DGMXVWPHQW��IURP���WR����SHUFHQW�RI�FDVHV��VHH�([KLELW�������
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IROORZLQJ�WKLV�SDJH���$V�ZLWK�SULRU�RUGHUV��IURP�WKH�FDVH�UHFRUG�GRFXPHQWDWLRQ�WKH�H[WUHPH�YDULDELOLW\�ZLWKLQ�DQG�DFURVV�6WDWHV�LV�VXUSULVLQJ�ZLWK�UHJDUG�WR�KRZ�RIWHQ�VXEVHTXHQW�REOLJDWLRQV�ZHUH�IRXQG�WR�EH�D�IDFWRU�LQ�WKH�RUGHU��
,Q�JHQHUDO��GHFLVLRQPDNHUV�WHQGHG�WR�IROORZ�WKHLU�JXLGHOLQH�PDQGDWH��$V�H[SHFWHG��LQ�6WDWHV�WKDW�XVH�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW��GHFLVLRQPDNHUV�ZHUH�PRVW�OLNHO\�WR�XVH�WKH�PDQGDWRU\�PHWKRG�SURYLGHG�LQ�WKH�JXLGHOLQH�WR�FRQVLGHU�WKH�1&3
V�VXEVHTXHQW�REOLJDWLRQV��0RVW�FRXQWLHV�VWXGLHG�XVHG�WKH�PDQGDWRU\�PHWKRG�LQ����SHUFHQW�RU�PRUH�RI�FDVHV�ZKHQ�WKH�1&3�KDG�D�VXEVHTXHQW�REOLJDWLRQ��'HFLVLRQPDNHUV�RFFDVLRQDOO\�GLG�QRW�FRQVLGHU�WKH�VXEVHTXHQW�REOLJDWLRQ�RU�XVHG�VRPH�RWKHU�PHWKRG�WR�WDNH�WKH�REOLJDWLRQ�LQWR�DFFRXQW��7KHUH�ZDV�FRQVLGHUDEOH�YDULDELOLW\�LQ�DSSO\LQJ�WKH�PDQGDWRU\�QXPHULFDO�PHWKRG�DFURVV�FRXQWLHV��ZLWK�D�UDQJH�RI�XS�WR����SHUFHQW��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���
,Q�IRXU�RI�WKH FRXQWLHV�WKDW�SHUPLW�GLVFUHWLRQ��DV�D�UHVXOW�RI�FRQVLGHULQJ�WKH�VXEVHTXHQW�REOLJDWLRQ�V���GHFLVLRQPDNHUV�GHYLDWHG�IURP�WKH�JXLGHOLQH�DPRXQW�LQ�PRUH�WKDQ����SHUFHQW�RI�FDVHV��,Q�WKH�UHPDLQLQJ�VHYHQ�FRXQWLHV��WKH�QXPEHU�RI�GHYLDWLRQV�ZDV�PRUH�YDULDEOH�DQG�VRPHZKDW�VPDOOHU��7KH�RYHUDOO�UDQJH�DFURVV�DOO����FRXQWLHV�ZDV����WR�����SHUFHQW�RI�DSSOLFDEOH�FDVHV�LQ�WKH�FRXQW\��,Q�D�VPDOO�SHUFHQWDJH�RI�WKHVH�FDVHV��GHFLVLRQPDNHUV�GLG�QRW�FRQVLGHU�WKH�1&3
V�VXEVHTXHQW�REOLJDWLRQ�V��ZKHQ�HVWDEOLVKLQJ�WKH�FXUUHQW�VXSSRUW�RUGHU��VHH�([KLELW���������
5HVSRQVHV�WR�WKH�$%$�LQWHUYLHZV�YDULHG�RQ�WKH�LVVXH�RI�VXEVHTXHQW�IDPLOLHV��GHSHQGLQJ�RQ�ZKHWKHU�WKHLU�VXSSRUW�JXLGHOLQH�SURYLGHG�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�RU�DOORZHG�GLVFUHWLRQDU\�FRQVLGHUDWLRQ�RI�WKH�IDFWRU��,Q�6WDWHV�ZKHUH�DQ�DGMXVWPHQW�LV�PDQGDWHG�IRU�VXEVHTXHQW�FKLOGUHQ��HVSHFLDOO\�ZKHQ�WKH�DGMXVWPHQW�FDQ�EH�XVHG�RQO\�DV�D�GHIHQVH�DJDLQVW�D�PRWLRQ�WR�LQFUHDVH�VXSSRUW��PRVW�UHVSRQGHQWV�ZHUH�VDWLVILHG�ZLWK�WKH�UHVXOW��,Q�6WDWHV�ZKHUH�GHFLVLRQPDNHUV�FDQ�XVH�GLVFUHWLRQ WR�FRQVLGHU�VXEVHTXHQW�REOLJDWLRQV��PRVW�UHVSRQGHQWV�IHOW�WKDW�VXEVHTXHQW�REOLJDWLRQV��VKRXOG�EH�FRQVLGHUHG��EXW�RQH�UHVSRQGHQW�VDLG��WKH�JXLGHOLQHV�QHHG�WR�EH�IOXVKHG�RXW�PRUH�UHJDUGLQJ�WKH�VXEVHTXHQW�IDPLOLHV�WR�JLYH�EHWWHU�JXLGDQFH�LQ�GHWHUPLQLQJ�KRZ�PXFK�WR�GHYLDWH��2QH�MXGJH�SUHIHUUHG�WKH��ROG��PHWKRG�RI�FDOFXODWLQJ�WKH�GHYLDWLRQ�DPRXQW�IRU�VXEVHTXHQW�REOLJDWLRQV���,Q�WKH�SDVW��GHFLVLRQPDNHUV�FRXOG�GHYLDWH����SHUFHQW�UDWKHU�WKDQ�WU\�WR�FRPH�XS�ZLWK�ZKDW�LW�FRVWV�WR�VXSSRUW�D�VHFRQG�IDPLO\���7KH�PDMRULW\�RI�REOLJRUV�VWDWHG�WKDW�VXEVHTXHQW�IDPLOLHV�PXVW�EH�FRQVLGHUHG�DQG�RQH�UHVSRQGHQW�VDLG�WKDW��WR�GR�RWKHUZLVH�LV�WHOOLQJ�DQ�REOLJRU�WKDW�KH�QR�ORQJHU�KDV�D�ULJKW�WR�SURFUHDWH�EHFDXVH�WKH�SULRU�UHODWLRQVKLS�GLG�QRW�ZRUN�RXW���2QH�1&3�VWDWHG���0\�QHZ�VSRXVH�PXVW�KDYH�EHHQ�FUD]\�WR�PDUU\�PH�EHFDXVH�,�ZLOO�QRW�KDYH�PRUH�FKLOGUHQ��,�FDQ
W�DIIRUG�WR��7KLV�LV�XQIDLU�WR�P\�QHZ�VSRXVH��DQG�WKH�WKHRU\�WKDW�VKH�NQHZ�ZKDW�VKH�ZDV�JHWWLQJ�LQWR�GRHVQ
W�IO\�LQ�WKH�IDFH�RI�UHDOLW\���
��������1HZ�6SRXVH�RU�3DUWQHU�,QFRPH
7KLV�VHFWLRQ�GLVFXVVHV�QHZ�VSRXVH�RU�SDUWQHU�LQFRPH�DV�GLVFXVVHG�LQ�6WDWH�JXLGHOLQHV�DQG�WKH�JXLGHOLQHV�XVHG�E\�WKH����VWXG\�6WDWHV��
*XLGHOLQH�5HYLHZV
7KH�LPSDFW�WKH�LQFRPH�RI�D�QHZ�VSRXVH�RU�SDUWQHU�VKRXOG�KDYH�RQ�D�SDUHQW
V�FKLOG�VXSSRUW�REOLJDWLRQ�ZDV�DGGUHVVHG�LQ�IRXU�6WDWH�JXLGHOLQH�UHSRUWV��7KH�RYHUZKHOPLQJ�VHQWLPHQW�H[SUHVVHG�E\�UHYLHZHUV�ZDV�WKDW�LQFRPH�IURP�D�QHZ�VSRXVH�RU�SDUWQHU�VKRXOG�EH�H[FOXGHG�IURP�VXSSRUW�FDOFXODWLRQV��5HYLHZHUV�UHFRJQL]HG�WKDW�WKH�QHZ�VSRXVH�KDV�QR�OHJDO�GXW\�WR�VXSSRUW�D�FKLOG�IURP�D�IRUPHU�UHODWLRQVKLS��DQG�VRPH�ZHUH�FRQFHUQHG�DERXW�LQGLUHFWO\�FDXVLQJ�D�GLVLQFHQWLYH�WR�UHPDUULDJH��
+RZHYHU��DW�OHDVW�WZR�6WDWHV�FRQFHGHG�WKDW�VXFK�LQFRPH�PD\�EH�UHOHYDQW�LQ�FKLOG�VXSSRUW�FDVHV��EHFDXVH�WKH�H[SHQVHV�RI�FKLOGUHQ�LQ�WKH�QHZ�PDUULDJH�KDYH�DQ�LPSDFW�RQ�FDOFXODWLRQ�RI�WKH�VXSSRUW�REOLJDWLRQ�IRU�WKH�FKLOG�UHQ��FRYHUHG�E\�WKH�RUGHU�DW�LVVXH��7KHVH�MXULVGLFWLRQV�FDXWLRXVO\�LQFOXGHG�VRPH�RU�DOO�RI�LQFRPH�RI�WKH�QHZ�VSRXVH�RU�SDUWQHU�DV�LQFRPH�WR�WKH�UHVSRQVLEOH�SDUHQW��,Q�GRLQJ�VR��WKH�SDUHQW�ZRXOG�UHFHLYH�QR�H[WUD�EHQHILW�IURP�VKDULQJ�H[SHQVHV�WKDW�ZRXOG�QRW�EH�SDVVHG�RQ�WR�WKH�FKLOG�UHQ��DW�LVVXH�LQ�WKH�FXUUHQW�DFWLRQ��
7KH�FDVH�UHFRUG�DVSHFW�RI�WKLV�VWXG\�GLG�QRW�H[DPLQH�WKH�LPSDFWV�RI�QHZ�VSRXVH�RU�SDUWQHU�LQFRPH��
������,VVXHV�DQG�)LQGLQJV�5HJDUGLQJ�0XOWLSOH�)DPLO\�'HYLDWLRQV
7KLV�VHFWLRQ�GLVFXVVHV�LVVXHV�DQG�ILQGLQJV�UHJDUGLQJ�PXOWLSOH�IDPLO\�GHYLDWLRQV�DV�IRXQG�LQ�6WDWH�JXLGHOLQH�UHYLHZV��FDVH�UHFRUG�GDWD��DQG�LQWHUYLHZV�LQ�WKH����VWXG\�6WDWHV��
6WDWH�&DVH�6WXGLHV�RQ�'HYLDWLRQV
7HQ�6WDWHV�VXEPLWWHG�LQIRUPDWLRQ�WR�WKH�$%$�DERXW�WKHLU�GDWD�FROOHFWLRQ�RQ�JXLGHOLQH�GHYLDWLRQV��(LJKW�6WDWHV�KLJKOLJKWHG�LQ�WKHLU�UHSRUWV�WKH�PRVW�IUHTXHQWO\�FLWHG�UHDVRQV�IRU�GHYLDWLRQ��)RXU�RI�WKHVH�6WDWHV�IRXQG�WKDW�KDYLQJ�PXOWLSOH�IDPLOLHV ZDV�RQH�RI�WKH�PRVW�IUHTXHQW�UHDVRQV�IRU�GHYLDWLRQ��
,Q�0DU\ODQG��D������FDVH�VWXG\�IRXQG�WKDW����SHUFHQW�RI�DOO�GHYLDWLRQV�ZHUH�GXH�WR�D�VXEVHTXHQW�REOLJDWLRQ�RI�WKH�REOLJRU��,Q�IDFW��WKLV�ZDV�WKH�RYHUZKHOPLQJ�UHDVRQ�IRU�GHYLDWLRQ��ZLWK�WKH�QH[W�KLJKHVW UHDVRQ�EHLQJ�DQ�DJUHHPHQW�EHWZHHQ�WKH�SDUWLHV�����SHUFHQW���$������0DVVDFKXVHWWV�VWXG\�RI��������FDVHV�IRXQG�WKDW�KDYLQJ�PXOWLSOH�IDPLOLHV�ZDV�WKH�PRVW�IUHTXHQW�UHDVRQ�IRU�GHYLDWLRQ��$�FRQFHUQ�RI�WKH�0DVVDFKXVHWWV�'HSDUWPHQW�RI�5HYHQXH�ZDV�WKH�ODUJH�YDULDQFH�IURP�WKH�JXLGHOLQH�DPRXQW�WKDW�UHVXOWHG�IURP�WKH�GHYLDWLRQ²WKH�DYHUDJH�MXGLFLDO�GHYLDWLRQ�ZDV����SHUFHQW�EHORZ�WKH�JXLGHOLQH�DPRXQW��$V�D�UHVXOW��WKH�'HSDUWPHQW�RI�5HYHQXH�UHFRPPHQGHG�WKH�DGGLWLRQ�RI�D�VXSSOHPHQWDU\�IRUPXOD�WR�DGGUHVV�H[SHQVHV�RI�VXEVHTXHQW�IDPLOLHV��%DVHG�RQ�RXU������FDVH�UHFRUG�GDWD�IURP�0DVVDFKXVHWWV��WKH�IDFWRU�RI�PXOWLSOH�IDPLOLHV�LV�VWLOO�VLJQLILFDQW��,Q�RQH�VWXG\�FRXQW\��LW�ZDV�WLHG�ZLWK�FXVWRG\�DQG�YLVLWDWLRQ�IDFWRUV�DV�WKH�GHYLDWLRQ�UHDVRQ�PRVW�IUHTXHQWO\�IRXQG�LQ�FDVH�UHFRUGV� ,Q�9LUJLQLD��DSSUR[LPDWHO\����SHUFHQW�RI�,9�'�DQG�QRQ�,9�'�FDVHV�GHYLDWHG�IURP�WKH�JXLGHOLQHV�LQ������DQG�������7KH�VHFRQG�PRVW�IUHTXHQWO\�FLWHG�UHDVRQ�IRU�WKH�GHYLDWLRQ�ZDV�WKH�IDFW�WKDW�WKH�REOLJRU�ZDV�SURYLGLQJ�DFWXDO�PRQHWDU\�
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VXSSRUW�WR�RWKHU�FKLOGUHQ��,Q�,RZD
V������VWXG\�RI�����GHYLDWLRQ�FDVHV��PXOWLSOH�IDPLOLHV�ZDV�WKH�VHFRQG�PRVW�IUHTXHQW�UHDVRQ�IRU�GHYLDWLRQ��DFFRXQWLQJ�IRU����SHUFHQW�RI�DOO�GHYLDWLRQV��
%DVHG�RQ�D�FDVH�VDPSOLQJ�RI�����FDVHV��'HODZDUH�IRXQG�WKDW�IDFWRULQJ�LQ�PXOWLSOH�RUGHUV�WR�HQVXUH�HTXDO�WUHDWPHQW�RI�DOO�WKH�REOLJRU
V�FKLOGUHQ�ZDV�RQH�RI�WKH�LVVXHV�PRVW�RIWHQ�OLWLJDWHG��+RZHYHU��PXOWLSOH�IDPLOLHV�ZDV�QRW�D�IUHTXHQWO\�FLWHG�UHDVRQ�IRU�GHYLDWLQJ�XSZDUG�RU�GRZQZDUG��
&DOLIRUQLD�IRXQG�WKDW����SHUFHQW�RI�DOO�FDVHV�FROOHFWHG�RYHU�D�WKUHH�ZHHN�SHULRG�LQ������UHVXOWHG�LQ�D�GLVFUHWLRQDU\�GHYLDWLRQ�GXH�WR��KDUGVKLS�GHGXFWLRQ��IRU�WKH�IDWKHU�UDQJLQJ�IURP�������WR������������7KH�W\SHV�RI�KDUGVKLS�UHFRJQL]HG�E\�&DOLIRUQLD�LQFOXGH�D�QDWXUDO�RU�DGRSWHG�FKLOG�ZKR�OLYHV�ZLWK�WKH�SDUHQW��6LPLODUO\��LQ�.DQVDV
�VDPSOH�RI�����RUGHUV�HVWDEOLVKHG�RU�PRGLILHG�DIWHU�2FWREHU����������DSSUR[LPDWHO\����SHUFHQW�RI�WKH�GHYLDWLRQV�ZHUH�GXH�WR�ILQDQFLDO�FRQGLWLRQV��7KH�PHDQLQJ�RI�WKLV�ILQGLQJ�LV�XQFOHDU��SHUKDSV�LQFOXGHG�ZLWKLQ�WKH�ILQDQFLDO�FRQGLWLRQ�DUH�SUHH[LVWLQJ�RUGHUV�IRU�VXSSRUW�RU�RWKHU�GHSHQGHQWV�LQ�WKH�SDUHQW
V�FXUUHQW�KRXVHKROG��,Q�1HZ�0H[LFR��WKHUH�ZHUH�GHYLDWLRQV�LQ����SHUFHQW�RI�DOO�FDVHV��WKH�PRVW�IUHTXHQWO\�FLWHG�UHDVRQ�IRU�GHYLDWLRQ�ZDV�VXEVWDQWLDO�KDUGVKLS�RQ�WKH�REOLJRU�����SHUFHQW���DJDLQ�ZLWK�QR�H[SODQDWLRQ��&DOLIRUQLD�DOVR�IRXQG�WKDW�DSSUR[LPDWHO\����SHUFHQW�RI�FDVHV�KDG�D GLVFUHWLRQDU\�IDFWRU�RI�QHZ�VSRXVH�LQFRPH²DQRWKHU�PXOWLSOH�IDPLO\�LVVXH��
7KUHH�6WDWHV�FRQGXFWHG�ZULWWHQ�VXUYH\V�WKDW�DGGUHVVHG�PXOWLSOH�IDPLO\�LVVXHV��.DQVDV�UHFHLYHG�����UHVSRQVHV�WR�D������VXUYH\��$SSUR[LPDWHO\����SHUFHQW�RI�SDUHQW�UHVSRQGHQWV�DQG����SHUFHQW�RI�MXGLFLDO�DQG�DWWRUQH\�UHVSRQGHQWV�EHOLHYHG�WKDW�D�QHZ�VSRXVH
V�LQFRPH�DQG�H[WUDRUGLQDU\�H[SHQVHV�VKRXOG�EH�ZKROO\�RU�SDUWLDOO\�FRQVLGHUHG�LQ�GHWHUPLQLQJ�WKH�VXSSRUW�DPRXQW��KRZHYHU��DSSUR[LPDWHO\����SHUFHQW�RI�DOO�UHVSRQGHQWV�IHOW�WKDW�D�QHZ�VSRXVH
V�LQFRPH�DQG�H[WUDRUGLQDU\�H[SHQVHV�VKRXOG�QRW�EH�FRQVLGHUHG��5HVSRQGHQWV�ZHUH�PRUH�VXSSRUWLYH�RI�FRQVLGHULQJ�SUHH[LVWLQJ�VXSSRUW�RUGHUV�DQG�RWKHU�GHSHQGHQWV��$SSUR[LPDWHO\����SHUFHQW�RI�SDUHQW�UHVSRQGHQWV�DQG����SHUFHQW�RI�MXGLFLDO�DQG�DWWRUQH\�UHVSRQGHQWV�EHOLHYHG�WKDW�WKH�JXLGHOLQHV�VKRXOG�LQFOXGH�DQ�DGMXVWPHQW�IRU�SUHH[LVWLQJ�REOLJDWLRQV��$SSUR[LPDWHO\����SHUFHQW�RI�SDUHQW�UHVSRQGHQWV�����SHUFHQW�RI�MXGLFLDO�UHVSRQGHQWV��DQG��� SHUFHQW�RI�DWWRUQH\�UHVSRQGHQWV�EHOLHYHG�WKDW�LI�WKH�1&3�KDV�UHPDUULHG�DQG�KDV�FKLOGUHQ�IURP�WKH�QHZ�PDUULDJH��H[SHQVHV�UHODWHG�WR�WKH�QHZ�FKLOGUHQ�VKRXOG�EH�FRQVLGHUHG�LQ�GHWHUPLQLQJ�VXSSRUW�IRU�WKH�FKLOGUHQ�RI�WKH�SULRU�PDUULDJH��>�7KH�SDUHQW VXUYH\�UHVXOWV�GR�QRW�GLVWLQJXLVK�EHWZHHQ�&3V�DQG�1&3V�@�+RZHYHU��DFFRUGLQJ�WR����SHUFHQW�RI�WKH�SDUHQW�UHVSRQGHQWV��D�PXOWLSOH�IDPLO\�DGMXVWPHQW�ZDV�QRW�DSSOLHG�LQ�WKHLU�FDVH��:KHQ�DSSOLHG�����SHUFHQW�RI�WKH�MXGLFLDO�UHVSRQGHQWV�DQG����SHUFHQW�RI�WKH�DWWRUQH\�UHVSRQGHQWV�LQGLFDWHG�WKDW�WKH\�WKRXJKW�WKH�PXOWLSOH�IDPLO\�DGMXVWPHQW�UHVXOWHG�LQ��DERXW�WKH�ULJKW�DPRXQW��RI�VXSSRUW��
,Q�.HQWXFN\
V������ZULWWHQ�VXUYH\�WR�MXGJHV�DQG�FRPPLVVLRQHUV��WKH�6WDWH�IRXQG�WKDW����SHUFHQW�RI�WKH�UHVSRQGHQWV�IHOW�WKDW�LQ�DGGLWLRQ�WR�D�GHGXFWLRQ�IRU�DQ\�SUHH[LVWLQJ�VXSSRUW�RUGHU��SDUHQWV�OHJDOO\�UHVSRQVLEOH�IRU�DQG�VXSSRUWLQJ�RWKHU�SULRU�GHSHQGHQWV�VKRXOG�EH�DOORZHG�D�GHGXFWLRQ�IURP�JURVV�LQFRPH�IRU�WKHVH�SD\PHQWV��DV�ORQJ�DV�WKH\�GR�QRW�H[FHHG�WKH�JXLGHOLQH�DPRXQW��
7KH�����UHVSRQGHQWV�WR�0LFKLJDQ
V�ZULWWHQ�VXUYH\�LQ������LQGLFDWHG�WKDW�VXSSRUW�RUGHUV�IROORZ�WKH�JXLGHOLQHV�LQ�DSSUR[LPDWHO\����SHUFHQW�RI�FDVHV��7KH�LVVXH�RI�PXOWLSOH�IDPLOLHV�ZDV�OLVWHG�DV�D�FRPPRQ�UHDVRQ�IRU�GHYLDWLRQ��DOWKRXJK�LW�ZDV�QRW�FRQVLGHUHG�RQH�RI�WKH�PRVW�FRPPRQ�UHDVRQV��,Q�IDFW��LW�ZDV�RQH�RI�WKH�WKUHH�DUHDV�UHFRPPHQGHG�E\�WKH�$GPLQLVWUDWLYH�2IILFH�RI�WKH�&RXUWV��$2&��IRU�IXUWKHU�VWXG\��
6WXG\�6WDWHV
7KH�SUHVHQFH�RI�SULRU�RUGHUV�DQG�RU�RWKHU�GHSHQGHQWV�LPSDFWV�FKLOG�VXSSRUW�RUGHUV��7KH�LPSDFW�ZDV�PHDVXUDEOH�LQ�PDQ\�FDVHV�WKDW�GHYLDWHG�IURP�WKH�JXLGHOLQH�DPRXQW�EHFDXVH�VXIILFLHQW�LQIRUPDWLRQ�DSSHDUHG�RQ�WKH�ZRUNVKHHW�DQG�FKLOG�VXSSRUW�RUGHU�WR�DOORZ�GHWHUPLQDWLRQ�RI�WKH�DPRXQW�RI�WKH�GHYLDWLRQ��+RZHYHU��ZKHUH�WKHUH�ZHUH�PXOWLSOH�GHYLDWLRQV�LQ�D�FDVH��LW�ZDV�LPSRVVLEOH�WR�GLVDJJUHJDWH�WKH�WRWDO�GHYLDWLRQ�LQWR�LWV�FRPSRQHQW�SDUWV��
7ZR�FRXQWLHV�LQ�:DVKLQJWRQ�6WDWH�DXWKRUL]H�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�EDVHG�RQ�WKH�SUHVHQFH�RI�SULRU�RUGHUV��$�WRWDO�RI����GHYLDWLRQV�ZHUH�UHSRUWHG�IRU�WKH�H[LVWHQFH�RI D�SULRU�VXSSRUW�RUGHU�RI�WKH�1&3��7KH�UDQJH�RI�DYHUDJH�GHYLDWLRQ�IRU�WKH�H[LVWHQFH�RI�D�SULRU�VXSSRUW�RUGHU�ZDV�D�GHFUHDVH�RI���������WR���������SHU�PRQWK��>�7KLV�UDQJH�LQFOXGHV�VROH�DQG�FRPELQHG�GHYLDWLRQV��DV�GR�DOO�UDQJHV�SUHVHQWHG�LQ�WKLV�VHFWLRQ�@�2QO\�D�VPDOO�QXPEHU�RI�GHYLDWLRQV�ZHUH�UHSRUWHG�LQ�FRXQWLHV�WKDW�KDYH�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IRU�SULRU�RUGHUV��
(OHYHQ�FRXQWLHV�DXWKRUL]H�FRQVLGHUDWLRQ�RI�VXEVHTXHQW�REOLJDWLRQV�DV�D�EDVLV�IRU�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�DPRXQW��,Q�DOO�FDVHV��WKHHIIHFW�RI�WKH�GHYLDWLRQ�ZDV�WR�UHGXFH�WKH�DPRXQW�RI�WKH�FKLOG�VXSSRUW�RUGHU��7KH�UDQJH�RI�DYHUDJH�GHYLDWLRQ�DPRXQWV�LQ�WKHVH�FRXQWLHV�ZDV�D�GHFUHDVH�RI��������WR���������SHU�PRQWK��6XUSULVLQJO\��D�QXPEHU�RI�GHYLDWLRQV�ZHUH�UHSRUWHG�LQ�3HQQV\OYDQLD��D�6WDWH�WKDW�KDV�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IRU�VXEVHTXHQW�REOLJDWLRQV��7KH�UDQJH�RI�GRZQZDUG�GHYLDWLRQV�IRU�VXEVHTXHQW�REOLJDWLRQV�LQ�WKLV�6WDWH�ZDV��������WR���������SHU�PRQWK��
������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV
7KLV�VHFWLRQ�SUHVHQWV�FRQFOXVLRQV�DQG�UHFRPPHQGDWLRQV�UHJDUGLQJ�FRQVLVWHQF\�LQ�FRQVLGHULQJ�PXOWLSOH�IDPLOLHV�DQG�FDVH�UHFRUG�GRFXPHQWDWLRQ�RI�WKHLU�HIIHFWV�RQ�VXSSRUW�RUGHUV��
��������&RQVLVWHQF\�LQ�&RQVLGHULQJ�0XOWLSOH�)DPLOLHV�DV�DQ�(TXLW\�&RQFHUQ
7KH�LQFLGHQFH�RI�SULRU�RUGHUV�DQG�VXEVHTXHQW�REOLJDWLRQV�LV�KLJKHU�LQ�VWXG\�6WDWHV�ZLWK�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�WKDQ�WKRVH�ZLWK�RQO\�D�GLVFUHWLRQDU\�SURYLVLRQ�WR�GHYLDWH��DOWKRXJK�WKH�GLVSDULW\�EHWZHHQ�WKH�WZR�ZDV�QRW�VWULNLQJ��0RUH�LPSRUWDQWO\��SDUHQWV�UHVLGLQJ�LQ�6WDWHV�XVLQJ�QXPHULFDO�DGMXVWPHQW�KDYH�RWKHU�REOLJDWLRQV�IDFWRUHG�LQWR�WKH�FXUUHQW�VXSSRUW�FDOFXODWLRQ�LQ�D�PRUH�IUHTXHQW�DQG�FRQVLVWHQW�PDQQHU��
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,Q�MXULVGLFWLRQV�ZLWK�JXLGHOLQH�SURYLVLRQV�DOORZLQJ�IRU�GLVFUHWLRQ��LW�LV�OHVV�OLNHO\�WKDW�PXOWLSOH�IDPLO\�FRQFHUQV�ZLOO�EH�FRQVLGHUHG�LQ�GHWHUPLQLQJ�WKH�DZDUG��:KHQ�D�PXOWLSOH�IDPLO\�LVVXH�LV�FRQVLGHUHG��WKH\�DSSDUHQWO\�DUH�QRW�DGGUHVVHG�FRQVLVWHQWO\�DFURVV�FDVHV��:LWKLQ�6WDWHV�WKH�GLIIHUHQFHV�ZHUH�QRW�JUHDW�EHWZHHQ�WKH�FRXQWLHV��+RZHYHU��EHWZHHQ�6WDWHV�WKH�UDQJH�RI�DYHUDJH�GRZQZDUG�GHYLDWLRQ�ZDV��������WR���������SHU�PRQWK�IRU�VXEVHTXHQW�REOLJDWLRQV�DQG��������WR���������SHU�PRQWK�IRU�SULRU�VXSSRUW�RUGHUV��)XUWKHUPRUH��6WDWH�JXLGHOLQH�UHYLHZ�WHDPV��SUDFWLWLRQHUV��DQG�SDUWLFLSDQWV�LQ�WKH�FKLOG�VXSSRUW�V\VWHP�DJUHH�WKDW�PXOWLSOH�IDPLOLHV�DUH�D�SUHVVLQJ�FRQFHUQ��DQG�WKDW�FRQVLVWHQW�DQG�HTXLWDEOH�PHWKRGV�DUH�QHHGHG�WR�KDQGOH�WKHP��
5HFRPPHQGDWLRQ
%\�SURYLGLQJ�FOHDU�LQVWUXFWLRQV��6WDWH�JXLGHOLQHV�FDQ�KHOS�HQVXUH�WKDW�RWKHU�VXSSRUW�REOLJDWLRQV�DUH�ERWK�FRQVLGHUHG�E\�WKH�GHFLVLRQPDNHU�DQG�WUHDWHG�LQ�D�FRQVLVWHQW�PDQQHU��,I�D�6WDWH�FKRRVHV�WR�DGGUHVV�PXOWLSOH�IDPLO\�LVVXHV��LWV�JXLGHOLQH�VKRXOG�FRQWDLQ�D�PDQGDWRU\�SURYLVLRQ�WR�FRQVLGHU�SUH�H[LVWLQJ�VXSSRUW�RUGHUV�DQG�VXEVHTXHQW�REOLJDWLRQV��
��������&DVH�5HFRUG�'RFXPHQWDWLRQ
'XULQJ�WKLV�VWXG\��LW�ZDV�VRPHWLPHV�GLIILFXOW�WR�GHWHUPLQH�WKH�SUHVHQFH�RI�D�PXOWLSOH�IDPLO\�LVVXH�EHFDXVH�WKH�JXLGHOLQH�ZRUNVKHHW�ZDV�LQFRPSOHWH�RU�WKH�RUGHU�GLG�QRW�FRQWDLQ�GHWDLOHG�ILQGLQJV��
5HFRPPHQGDWLRQ
)RU�UHVHDUFK�SXUSRVHV��FDVH�UHFRUGV�QHHG�PRUH�FRPSOHWH�GRFXPHQWDWLRQ�DERXW�WKH�H[LVWHQFH�RI�SULRU�VXSSRUW�RUGHUV�DQG�VXEVHTXHQW�FKLOGUHQ��7KLV�LQIRUPDWLRQ�ZLOO�EH�KHOSIXO�WR�IXWXUH�GHFLVLRQPDNHUV�DW�WKH�WLPH�RI�PRGLILFDWLRQ��
�����,1&20(�'(),1,7,21��9(5,),&$7,21��$1'�,0387$7,21
$�FUXFLDO�VWHS�LQ�GHYHORSLQJ�D FRUUHFW�FKLOG�VXSSRUW�RUGHU�LV�DFFXUDWHO\�GHWHUPLQLQJ�SDUHQWDO�LQFRPH��7KH�GHFLVLRQPDNHU�PXVW�GHFLGH�ZKLFK�RI�WKH�SDUHQWV
�UHVRXUFHV�ZLOO�EH�XVHG�WR�FDOFXODWH�WKH�FKLOG�VXSSRUW�DZDUG�DQG�ZKHWKHU�FUHGLEOH�SURRI�RI�WKRVH�UHVRXUFHV�H[LVWV��)HGHUDO�UHJXODWLRQV�UHTXLUH�WKDW�JXLGHOLQH�FDOFXODWLRQV�EH�EDVHG�RQ�DOO�RI�DQ�1&3
V�LQFRPH��KRZHYHU��LQFRPH�LV�QRW�GHILQHG�LQ�WKHVH�UHJXODWLRQV��>����&)5�������@�:KHQ�D�SDUW\�IDLOV�WR�DSSHDU�DW�D�KHDULQJ�DIWHU�VHUYLFH��RU�ZKHQ�D�SDUW\�LV�YROXQWDULO\�XQHPSOR\HG�RU�XQGHUHPSOR\HG��WKH�GHFLVLRQPDNHU�LQ�PDQ\�6WDWHV�PD\�LPSXWH�LQFRPH��,Q�6WDWHV�XVLQJ�3HUFHQWDJH�RI�,QFRPH��WKH�1&3
V�LQFRPH�LV�WKH�PRVW�LPSRUWDQW��,Q�6WDWHV�XVLQJ�LQFRPH�VKDUHV�DQG�WKH�'HODZDUH�0HOVRQ�PRGHOV��WKH�GHFLVLRQPDNHU�PXVW�GHWHUPLQH�ERWK�SDUHQWV
�LQFRPHV��
7KH�IROORZLQJ�VHFWLRQV�GLVFXVV�GHILQLWLRQ�RI�LQFRPH��JURVV�YHUVXV�QHW�LQFRPH��LQFRPH�YHULILFDWLRQ��LQFRPH�LPSXWDWLRQ��DQG�FRQFOXVLRQV�DQG�UHFRPPHQGDWLRQV�UHJDUGLQJ�LQFRPH�YHULILFDWLRQ�DQG�LQFRPH�LPSXWDWLRQ��
������'HILQLWLRQ�RI�,QFRPH
7KLV�VHFWLRQ�GLVFXVVHV�WKH�GHILQLWLRQV�RI�LQFRPH�VSHFLILHG�E\�WKH�JXLGHOLQHV�UHYLHZV��6WDWH�FDVH�VDPSOLQJV��DQG�VWXG\�6WDWHV��
��������*XLGHOLQH�5HYLHZV
,QFRPH�GHWHUPLQDWLRQ�ZDV�RQH�RI�WKH�PRVW�SRSXODU�WRSLFV�RI�JXLGHOLQH�UHYLHZV��$�QXPEHU�RI�6WDWH�UHYLHZHUV�UHFRPPHQGHG�GHILQLWLRQV�RI�LQFRPH��$OO�RIIHUHG�H[SDQVLYH�GHVFULSWLRQV��JHQHUDOO\�LQFOXGLQJ�UHVRXUFHV�VXFK�DV�VDODU\�DQG�ZDJHV��FRPPLVVLRQV��ERQXVHV��WLSV�DQG�SHUTXLVLWHV��UHQWDO�LQFRPH��HVWDWH�RU�WUXVW�LQFRPH��UR\DOWLHV��LQWHUHVW��GLYLGHQGV��DQG�DQQXLWLHV��VHOI�HPSOR\PHQW�HDUQLQJV��DOLPRQ\�DQG�RWKHU�XQHDUQHG�LQFRPH��LQ�NLQG�FRPSHQVDWLRQ�RU�QRQFDVK�IULQJH�EHQHILWV��DQG�ORWWHU\�ZLQQLQJV��
&HUWDLQ�W\SHV�RI�LQFRPH�ZHUH�DGGUHVVHG�VHSDUDWHO\��)RU�LQVWDQFH��VRPH�FRPPLWWHHV�H[DPLQHG�WKH�SRWHQWLDO�LQFOXVLRQ�RI�LQFRPH�IURP�PHDQV�WHVWHG�DVVLVWDQFH�SURJUDPV��7KH\�URXWLQHO\�FRQFOXGHG�WKDW�$)'&�EHQHILWV�UHFHLYHG�IRU�D�FKLOG�ZLWKLQ�WKH�KRXVHKROG�ZRXOG�QRW�EH�FRQVLGHUHG�DV�LQFRPH�LQ�FDOFXODWLQJ�FKLOG�VXSSRUW��&RPPLWWHHV�GLG�QRW�DJUHH�DERXW�RWKHU�IRUPV�RI�SXEOLF�DVVLVWDQFH��:KLOH�VRPH�UHDVRQHG�WKDW�WKHVH�EHQHILWV�ZHUH�LQWHQGHG��DQG�KHQFH�VXIILFLHQW��WR�PHHW�RQO\�WKH�QHHGV�RI�WKH�SDUWLFXODU�UHFLSLHQW��RWKHUV�UHFRPPHQGHG�WKH�LQFOXVLRQ�RI�PHDQV�WHVWHG�DVVLVWDQFH�EHFDXVH�LW�UHSUHVHQWHG�D�ILQDQFLDO�UHVRXUFH�RI�WKH�SDUHQW��
,W�DSSHDUV�WKDW RQO\�RQH�6WDWH�UHYLHZ�WHDP�TXHVWLRQHG�ZKHWKHU�HDUQLQJV�IURP�VHOI�HPSOR\PHQW�VKRXOG�EH�FRQVLGHUHG�DV�LQFRPH�IRU�FKLOG�VXSSRUW�SXUSRVHV��7KH�PRUH�SUHYDOHQW�LVVXH�ZDV�KRZ�WKDW�LQFRPH�OHYHO�VKRXOG�EH�FDOFXODWHG��2YHUZKHOPLQJO\��WKH�GHFLVLRQ�ZDV�WR�VHW�VHOI�HPSOR\PHQW�LQFRPH�DV�JURVV�UHFHLSWV�PLQXV�RUGLQDU\�DQG�QHFHVVDU\�EXVLQHVV�H[SHQVHV��:LWK�WKLV�GHILQLWLRQ��FRPPLWWHHV�VRXJKW�WR�LQFOXGH�DOO�WKH�VHOI�HPSOR\HG�SDUHQW
V�HDUQLQJV�DV�ZHOO�DV�WR�UHFRJQL]H�WKDW�UHLQYHVWPHQW�RI�VRPH�UHVRXUFHV�LV�QHFHVVDU\�IRU�FRQWLQXHG�EXVLQHVV�JURZWK��
6WDWHV�YDULHG�LQ�WKHLU�GHFLVLRQ�WR�FRQVLGHU�RYHUWLPH�DQG�SDUW�WLPH�LQFRPH�IURP�D�VHFRQG�MRE��6RPH�6WDWHV��VXFK�DV�1HZ�+DPSVKLUH��OLPLW�FRQVLGHUDWLRQ�RI�LQFRPH�EH\RQG�D����KRXU�ZRUN�ZHHN�LI�WKH�LQFRPH�FRQVLVWV�RI�KRXUO\�ZDJHV�LQ�DQ�HPSOR\PHQW�DUHD�WKDW�JHQHUDOO\�SD\V�RYHUWLPH��2WKHU�6WDWHV��VXFK�DV�3HQQV\OYDQLD�DQG�)ORULGD��H[SUHVVO\�LQFOXGH�RYHUWLPH�DQG�VHFRQG�MRE�HDUQLQJV��
$SSUR[LPDWHO\�ILYH�6WDWH�UHYLHZV�DGGUHVVHG�WKH�WRSLF�RI�D�SDUHQW
V�H[WUD�HDUQLQJV��7KH�WHDPV�JHQHUDOO\�FRQFOXGHG�WKDW�HDUQLQJV�IURP�D�VHFRQG�MRE�VKRXOG�EH�LQFOXGHG�DV�LQFRPH��6RPH�FRPPLWWHHV�UHFRPPHQGHG��KRZHYHU��WR�H[FOXGH�WKLV�W\SH�RI�LQFRPH�GXULQJ�WKH�PRGLILFDWLRQ�SKDVH�RI�D�FDVH�LI�WKH�SDUHQW�WRRN�WKH�MRE�DIWHU�WKH�VXSSRUW�DZDUG�ZDV�HVWDEOLVKHG�DQG�WKH�SXUSRVH ZDV�WR�KHOS�SD\�WKH�FKLOG�VXSSRUW�DZDUG��SURYLGH�VXSSRUW�IRU�DQRWKHU�IDPLO\��RU�UHGXFH�D�GHEW�DVVRFLDWHG�ZLWK�GLYRUFH�IURP�WKH�REOLJHH��



2&6(�$%$�(YDOXDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQHV

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

7KH�WUHDWPHQW�RI�RYHUWLPH�LQFRPH�ZDV�VRPHZKDW�PRUH�GLVFUHWLRQDU\��7KH�WHDPV�IHOW�WKDW�WKH�GHFLVLRQPDNHU�VKRXOG�GHWHUPLQH�ZKHWKHU�WKH�RYHUWLPH�ZDV�UHTXLUHG�RU�YROXQWDU\�DQG�ZKHWKHU�LW�ZDV�VSRUDGLF�RU�IUHTXHQW��7KH\�XVXDOO\�LQFOXGHG�UHTXLUHG�RYHUWLPH�DQG�YROXQWDU\�EXW�UHJXODU�RYHUWLPH�DV�LQFRPH��
��������6WXG\�6WDWHV
*XLGHOLQHV�LQ�HDFK�RI�WKH����VWXG\�6WDWHV�FRQWDLQ�D�GHWDLOHG�OLVW�RI�LQFRPH�WR�LQFOXGH�DQG�H[FOXGH�LQ�FDOFXODWLQJ�VXSSRUW��+RZHYHU��WKH�FDVH�UHFRUG�VWXG\�GLG�QRW�LQYHVWLJDWH�WKHVH�YDULRXV�LQFRPH�FRPSRQHQWV�DQG�KRZ�WKH\�ZHUH�KDQGOHG�LQ�HDFK�FDVH��
��������6WDWH�&DVH�6DPSOLQJV
)LYH�6WDWHV�VXEPLWWHG�LQIRUPDWLRQ�WR�WKH�$%$�DERXW�ZULWWHQ�VXUYH\V�WKH\�KDG�FRQGXFWHG�RQ�LPSOHPHQWDWLRQ�RI�VXSSRUW�JXLGHOLQHV��,Q�LWV������VXUYH\��.DQVDV�DVNHG�TXHVWLRQV�DERXW�JURVV�YHUVXV�QHW�LQFRPH��W\SHV�RI�LQFRPH�FRQVLGHUHG��DQG�LPSXWDWLRQ�RI�LQFRPH��$OPRVW�DOO�SDUHQW�UHVSRQGHQWV�VWDWHG�WKDW�WKH�FRXUW�KDG�XVHG�WKH�SDUHQWV
�JURVV�LQFRPH�IURP�WKHLU�SULPDU\�MREV�LQ�FDOFXODWLQJ�VXSSRUW��7KH�MXGLFLDO�UHVSRQGHQWV�LQGLFDWHG�D�PXFK�KLJKHU�FRQVLGHUDWLRQ�RI�LQFRPH�RWKHU�WKDQ�JURVV�LQFRPH�����SHUFHQW�VDLG�WKDW�WKH\�URXWLQHO\�FRQVLGHUHG�LQFRPH�IURP�D�VHFRQG�MRE�RU�RYHUWLPH�SD\��DQG����SHUFHQW�URXWLQHO\�FRQVLGHUHG�XQHDUQHG�LQFRPH�VXFK�DV�LQWHUHVW�RU�UR\DOWLHV��2QO\����SHUFHQW�URXWLQHO\�FRQVLGHUHG�LQFRPH�IURP�D�FXUUHQW�VSRXVH��,Q�D������ZULWWHQ�VXUYH\�FRQGXFWHG�E\�WKH�6WDWH�RI�0LFKLJDQ��WKH�MXGLFLDO�UHVSRQGHQWV�OLVWHG�RYHUWLPH�DQG�VHFRQG�MREV�DQG�VRXUFHV�RI�LQFRPH�DV�WZR�RI�WKH�WRS�ILYH�DUHDV�RI�GHYLDWLRQ��$V�D�UHVXOW��WKH\�UHFRPPHQGHG�WKDW�GHWHUPLQDWLRQ�RI�LQFRPH��H�J���RYHUWLPH�DQG�VHFRQG�MREV��LQFRPH�LPSXWDWLRQ��VHOI�HPSOR\HG�SDUHQWV��DQG�GHGXFWLRQV�IURP�LQFRPH���EH�VWXGLHG�IXUWKHU��$ERXW����SHUFHQW�RI�WKH�UHVSRQGHQWV�DOVR�EHOLHYHG�WKDW�VXSSRUW�RUGHUV�ZHUH�LQDGHTXDWH�ZKHQ�WKH�REOLJRU�ZDV�VHOI�HPSOR\HG�EHFDXVH�WUXH�LQFRPH�ZDV�KDUG�WR�GHWHUPLQH��
������*URVV�YHUVXV�1HW�,QFRPH
*XLGHOLQHV�YDULHG�DFFRUGLQJ�WR�D�SDUHQW
V�JURVV�RU�QHW�LQFRPH��0RVW�6WDWHV�XVHG�WKH�JURVV�LQFRPH�RI�RQH�RU�ERWK�RI�WKH�SDUHQWV��KRZHYHU��D�VXEVWDQWLDO�PLQRULW\�XVHG�QHW�LQFRPH��1HW�LQFRPH�LV�GHILQHG�LQ�PDQ\�ZD\V��,W�LV�QRW�QHFHVVDULO\�ZDJHV�DGMXVWHG�IRU�LQFRPH��VRFLDO�VHFXULW\��DQG�0HGLFDLG�WD[HV��0DQ\�6WDWHV�DOVR�DOORZ�DV�DGMXVWPHQWV�IURP�JURVV�LQFRPH�WKH�IROORZLQJ�FRVWV��DPRXQWV�XQGHU�SULRU�VXSSRUW�RUGHUV�EHLQJ�SDLG��PDQGDWRU\�UHWLUHPHQW�FRQWULEXWLRQV��PDQGDWRU\�XQLRQ�GXHV��DQG�KHDOWK�LQVXUDQFH�SUHPLXPV�SDLG�IRU�WKH�FKLOG
V�EHQHILW��
��������*XLGHOLQH�5HYLHZV
$ERXW�KDOI�RI�WKH�JXLGHOLQH�UHYLHZ�WHDPV�GLVFXVVHG�ZKHWKHU�WKHLU�JXLGHOLQHV�VKRXOG�EDVH�FKLOG�VXSSRUW�FDOFXODWLRQV�RQ�JURVV�RU�QHW�LQFRPH��5HYLHZ�PDWHULDOV�VKRZ�WKDW�WKH�6WDWHV�ZHUH�VSOLW�EHWZHHQ�WKH�WZR�SRVLWLRQV��KRZHYHU��EHFDXVH�6WDWHV�RIWHQ�LQWHUSUHWHG�WKH�WHUP��JURVV�LQFRPH��PRUH�QDUURZO\�WKDQ�LWV�WUDGLWLRQDO�PHDQLQJ²HDUQLQJV�EHIRUH�WD[�GHGXFWLRQV�RU�RWKHU�DGMXVWPHQWV²WKHUH�IUHTXHQWO\�ZDV�OLWWOH�GLIIHUHQFH�EHWZHHQ�6WDWHV
�GHILQLWLRQV�RI�JURVV�DQG�QHW�LQFRPH�IRU�FKLOG�VXSSRUW�SXUSRVHV��
��������6WXG\�6WDWHV
*XLGHOLQHV�LQ�WKH����VWXG\�6WDWHV�YDULHG�LQ�WKHLU�XVH�RI�JURVV�RU�QHW�LQFRPH��$OO����6WDWHV�KDYH�DW�OHDVW���DGMXVWPHQW�WR�JURVV�LQFRPH�EHIRUH�VXSSRUW�LV�FDOFXODWHG��0DVVDFKXVHWWV��IRU�H[DPSOH��DOORZV�RQO\�SULRU�VXSSRUW�RUGHUV�WR�EH�GHGXFWHG�IURP�WKH�1&3
V�LQFRPH�EHIRUH�VXSSRUW�LV�FDOFXODWHG��2WKHU�6WDWHV��VXFK�DV�1HZ�+DPSVKLUH��1HZ�-HUVH\�DQG�:DVKLQJWRQ��DOORZ�PDQ\�PRUH�DGMXVWPHQWV��LQFOXGLQJ�WD[HV��PDQGDWRU\�XQLRQ�GXHV��DQG�UHWLUHPHQW�SODQ�SD\PHQWV��7KHVH�6WDWHV�YDULHG�LQ�KRZ�WKHVH�DGMXVWHG�LQFRPH�ILJXUHV�DUH�WHUPHG��)RU�H[DPSOH��1HZ�+DPSVKLUH�UHIHUV�WR�WKH�DGMXVWHG�LQFRPH�ILJXUH�DV��DGMXVWHG�PRQWKO\�JURVV�LQFRPH���1HZ�-HUVH\�UHIHUV�WR�WKLV�ILJXUH�DV��ZHHNO\�DYDLODEOH�LQFRPH��DQG�:DVKLQJWRQ�6WDWH�UHIHUV�WR�WKLV ILJXUH�DV��PRQWKO\�QHW�LQFRPH���5HIHU�WR�HDFK�6WDWH
V�JXLGHOLQHV�LQ�$SSHQGL[�&�IRU�D�FRPSOHWH�GHVFULSWLRQ�RI�LQFRPH�DGMXVWPHQWV��7KH�FDVH�UHFRUG�DQDO\VLV�GLG�QRW�LQYHVWLJDWH�WKH�XVH�RI�JURVV�YHUVXV�QHW�LQFRPH��
�������,QFRPH�9HULILFDWLRQ
7KLV�VHFWLRQ�GLVFXVVHV�LQFRPH�YHULILFDWLRQ�DV�VSHFLILHG�LQ�WKH�JXLGHOLQH�UHYLHZV��VWXG\�6WDWHV��DQG�6WDWH�FDVH�VDPSOLQJV��
��������*XLGHOLQH�5HYLHZV
:LWK�WKH�H[FHSWLRQ�RI�1HZ�<RUN��GLVFXVVHG�EHORZ���QR�JXLGHOLQH�UHYLHZV�GLVFXVVHG�LQFRPH�YHULILFDWLRQ��
��������6WXG\�6WDWHV
7KH�IROORZLQJ�VHFWLRQV�GLVFXVV�WKH�JXLGHOLQH�PHWKRGRORJ\�DQG�LQFLGHQFH�LQ�FDVH�UHFRUGV�ZLWKLQ�WKH�VWXG\�6WDWHV��
*XLGHOLQH�0HWKRGRORJ\
&KLOG�VXSSRUW�JXLGHOLQHV�FRPPRQO\�LQVWUXFW�WKH�GHFLVLRQPDNHU�WR�XVH�FHUWDLQ�GRFXPHQWV�WR�YHULI\�LQFRPH��7KLV�LV�WUXH�RI�WKH�PDMRULW\�RI�JXLGHOLQHV�LQ�WKH����VWXG\�6WDWHV��6XSSRUWLQJ�GRFXPHQWDWLRQ�PD\�LQFOXGH�FXUUHQW�SD\�VWXEV��SDVW�\HDUV
�LQFRPH�WD[�UHWXUQV��ILQDQFLDO�DIILGDYLWV��DQG�HPSOR\HU�YHULILFDWLRQ��7KH�JXLGHOLQHV�LQ�$UNDQVDV��0DVVDFKXVHWWV��0LVVRXUL��1HZ�+DPSVKLUH��DQG�:LVFRQVLQ�ODFN�VSHFLILF�UHTXLUHPHQWV�RU�SURFHGXUHV�IRU�YHULI\LQJ�LQFRPH��7DEOH�*���LQ�$SSHQGL[�*�IROORZLQJ�WKLV�VHFWLRQ�SURYLGHV�D�PRUH�FRPSOHWH�GHVFULSWLRQ�RI�HDFK�6WDWH
V�VWUDWHJ\��
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,QFLGHQFH�LQ�&DVH�5HFRUGV
7KH�H[WHQW�RI�LQFRPH�YHULILFDWLRQ�YDULHG�ZLGHO\�DPRQJ�WKH����VWXG\�FRXQWLHV��7KH�IROORZLQJ�ZDV�IRXQG�LQ�FDVH�UHFRUGV��� ,QFRPH�ZDV�YHULILHG�IRU�1&3V�LQ�DV�IHZ�DV������SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�RQH�:LVFRQVLQ�FRXQW\�DQG�LQ�DV�PDQ\�DV������SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�D�0DVVDFKXVHWWV�FRXQW\��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH����� ,QFRPH�ZDV�YHULILHG�IRU�&3V�LQ�6WDWHV�FRXQWLQJ�&3�LQFRPH�>�1DWLRQDOO\�����SHUFHQW�RI�&3V�ZLWK�GHSHQGHQW�FKLOGUHQ�DUH�ZRUNLQJ�IXOO�WLPH�RU�SDUW�WLPH���&KLOG�6XSSRUW�IRU�&XVWRGLDO�0RWKHUV�DQG�)DWKHUV�������&XUUHQW�3RSXODWLRQ�5HSRUW��%XUHDX�RI�&HQVXV��6HULHV�S������1R�������$XJXVW�������@�LQ�DV�IHZ�DV������SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�RQH�'HODZDUH�FRXQW\�DQG�LQ�DV�PDQ\�DV������SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�WKH�0DVVDFKXVHWWV�FRXQW\�QRWHG�DERYH�>�7KLV�UDQJH�H[FOXGHV�WKH�6WDWHV�RI�$UNDQVDV�DQG�:LVFRQVLQ�EHFDXVH�WKH\�XVH�VWUDLJKW�SHUFHQWDJH�RI� LQFRPH�PRGHOV�DQG�GR�QRW�H[SOLFLWO\�LQFOXGH�WKH�LQFRPH�RI�WKH�&3�LQ�FDOFXODWLRQV�@��VHH�([KLELW���������
5HVSRQGHQWV�SHUFHLYHG�WKH�LQFLGHQFH�RI�LQFRPH�YHULILFDWLRQ�WR�EH�PXFK�KLJKHU�WKDQ�WKH�FDVH�UHFRUGV�LQGLFDWH��7KH�RYHUZKHOPLQJ�PDMRULW\�RI�SHUVRQV�LQWHUYLHZHG�VWDWHG�WKDW�LQFRPH�ZDV�YHULILHG�LQ����SHUFHQW�RU�PRUH�FDVHV��:KHQ�LQFRPH�ZDV�YHULILHG��FDVH�UHFRUGV�GR�QRW�UHYHDO�WKDW�DQ\�SDUWLFXODU�GRFXPHQWDWLRQ�ZDV�UHTXLUHG�PRUH�IUHTXHQWO\�WKDQ�RWKHUV��VHH�([KLELWV�������DQG���������+RZHYHU��UHVSRQGHQWV�WR�WKH�$%$�LQWHUYLHZV�PRVW�RIWHQ�GHVFULEHG�YHULILFDWLRQ�WKURXJK�ILQDQFLDO�DIILGDYLWV��SHUVRQDO�WHVWLPRQ\��WD[�UHWXUQV��6FKHGXOH�&�IRUP�IRU�WKH�VHOI�HPSOR\HG���SD\�VWXEV��:���IRUPV��'HSDUWPHQW�RI�(PSOR\PHQW�6HFXULW\�UHFRUGV��DQG�HPSOR\HU�GRFXPHQWDWLRQ��
&DVH�UHFRUGV�IURP�DJHQF\�SHUVRQQHO�RIWHQ�FRQWDLQHG�DQ�LQGHSHQGHQW�VRXUFH�RI�YHULILFDWLRQ�DV�ZHOO�DV�PRUH�WKDQ�RQH�IRUP�RI�YHULILFDWLRQ��
��������6WDWH�&DVH�6DPSOLQJV
7KH�ORZ�OHYHO�RI�LQFRPH�YHULILFDWLRQ�WKDW�&65�IRXQG�LQ�WKH�FDVH�UHFRUGV�IURP�WKH����VWXG\�6WDWHV�LV�FRQVLVWHQW�ZLWK�WKH�ILQGLQJV�RI�6WDWHV�WKDW�KDYH�FRQGXFWHG�VLPLODU�FDVH�DQDO\VLV�ZLWKLQ�WKH�6WDWH��)RU�H[DPSOH��&DOLIRUQLD�FROOHFWHG�RUGHUV�RYHU�D���ZHHN�SHULRG�GXULQJ�-XO\�DQG�$XJXVW�������7KH�-XGLFLDO�&RXQFLO�GLVFRYHUHG�WKDW�RIWHQ�LQFRPSOHWH�LQIRUPDWLRQ�DSSHDUHG�LQ�WKH�UHFRUGV��LQFOXGLQJ�D�ODFN�RI�LQFRPH�LQIRUPDWLRQ��%HFDXVH�QR�PDQGDWRU\�IRUP�ZDV�XVHG�E\�DOO�FRXUWV�WR�HQWHU�D�FKLOG�VXSSRUW�RUGHU��GDWD�UDQJHG�IURP�D IRUP�RUGHU�FRQWDLQLQJ�ILQGLQJV��WR�D�PLQXWH�RUGHU��WR�DQ�DWWDFKHG�FRPSXWHU�SULQWRXW�RI�WKH�ZRUNVKHHW�FDOFXODWLRQV��,Q�LWV�VWXG\�RI�,9�'�DQG�QRQ�,9�'�RUGHUV�HQWHUHG�WKURXJKRXW�WKH�6WDWH�EHWZHHQ�-XO\������DQG�-XO\�������1HZ�<RUN�IRXQG�WKDW�DOO�UHTXLUHG�SURRIV�RI�LQFRPH�ZHUH�PLVVLQJ�IURP����SHUFHQW�RI�WKH�1&3
V�ILOHV�DQG����SHUFHQW�RI�WKH�&3
V�ILOHV��1RW�VXUSULVLQJO\��QRQFRPSOLDQFH�ZDV�KLJKHVW�LQ�GHIDXOW�FDVHV�����SHUFHQW���)LQDOO\��LQ�D�VDPSOLQJ�RI�,9�'�DQG�QRQ�,9�'�FDVHV�IURP����FRXQWLHV�IURP�6HSWHPEHU����� WR�'HFHPEHU�������:LVFRQVLQ�GLVFRYHUHG�WKDW����SHUFHQW�RI�WKH�FDVHV�ODFNHG�LQFRPH�LQIRUPDWLRQ�VR�WKDW�WKH�UHVHDUFKHU�ZDV�XQDEOH�WR�GHWHUPLQH�FRPSOLDQFH�ZLWK�WKH�JXLGHOLQH��
������,QFRPH�,PSXWDWLRQ
7KH�GHFLVLRQPDNHU�FRPPRQO\�LV�DXWKRUL]HG�WR�LPSXWH�LQFRPH�WR�D�YROXQWDULO\�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUW\�RU�WR�D�SDUW\�ZKR�KDV�SXUSRVHO\�PDVNHG�KLV�RU�KHU�WUXH�HDUQLQJV�WR�DYRLG�SD\LQJ�FKLOG�VXSSRUW��*XLGHOLQHV�LQVWUXFW�GHFLVLRQPDNHUV�WR�JHQHUDOO\�LPSXWH�LQFRPH�EDVHG�RQ�DQ�HYDOXDWLRQ�RI�WKH�RSSRUWXQLWLHV�DYDLODEOH�LQ�WKH�FRPPXQLW\�DQG�WKH�SDUHQW
V�ZRUN�KLVWRU\��DJH��HGXFDWLRQ��DQG�VNLOOV��6RPH�JXLGHOLQHV�HVWDEOLVK�D�PLQLPXP�ZDJH�UDWH�RU�DQQXDO�VDODU\�IRU�SXUSRVHV�RI�LPSXWLQJ�LQFRPH��
7KH�IROORZLQJ�VHFWLRQV�GLVFXVV�LQFRPH�LPSXWDWLRQ�DV�VSHFLILHG�LQ�WKH�JXLGHOLQH�UHYLHZV�DQG�VWXG\�6WDWHV��
��������*XLGHOLQH�5HYLHZV
,PSXWHG�LQFRPH�ZDV�D�PDMRU�LVVXH�IRU�UHYLHZ�WHDPV��0RVW�6WDWHV�VHWWOHG�RQ�LPSXWLQJ�LQFRPH�IRU�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQWV��7KH�GHILQLWLRQ�RI�XQHPSOR\PHQW�ZDV�QRW�LQ�GLVSXWH��+RZHYHU��WHDPV�WRRN�SDLQV�WR�GHILQH�XQGHUHPSOR\PHQW��7KH\�JHQHUDOO\�FRQFOXGHG�WKDW�WKH�WHUPV�GHVFULEHG�VLWXDWLRQV�ZKHQ�WKH�SDUHQW�ZDV�QRW�HPSOR\HG�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�KLV�RU�KHU�HGXFDWLRQ��VNLOOV��RU�H[SHULHQFH��
7KH�WHDPV�GLG�FDUYH�RXW�H[FHSWLRQV�WR�WKH�UXOHV�RQ�DWWULEXWLQJ�LQFRPH��7KH�IRXU�PRVW�FRPPRQ�ZHUH�ZKHQ�WKH�SDUHQW
V�XQHPSOR\PHQW�RU�XQGHUHPSOR\PHQW�����ZDV�UHODWHG�WR�WKH�FDUH�RI�D�SUHVFKRRO�RU�GLVDEOHG�FKLOG������ZDV�GXH�WR�PHGLFDO�UHDVRQV������ZDV�FDXVHG�RU�DVVLVWHG�E\�D�GHSUHVVHG�PDUNHW��H�J���WKH�SDUHQW�KDG�PDGH�GLOLJHQW�EXW�XQVXFFHVVIXO�HIIRUWV�WR�ILQG�HPSOR\PHQW��ZLWKLQ�KLV�RU�KHU�JHRJUDSKLF�DUHD��FRQVLVWHQW�ZLWK�KLV�RU�KHU�HGXFDWLRQ�DQG�VNLOO�OHYHO���RU�����KDG�RFFXUUHG�VR�WKDW�WKH�SDUHQW�FRXOG�SXUVXH�VRPH�OHJLWLPDWH�VHOI�LPSURYHPHQW�DFWLYLW\�H[SHFWHG�WR�EHQHILW�WKH�FKLOG�DQG�ZDV�QRW�XQGHUWDNHQ�WR�DYRLG�FKLOG�VXSSRUW�REOLJDWLRQV��
5HYLHZ�DSSURDFKHV�UHJDUGLQJ�WKH�DPRXQW�RI�LPSXWHG�LQFRPH�GLIIHUHG��6RPH�6WDWHV�OHIW�WKH�PDWWHU�HQWLUHO\�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��$�VHFRQG�JURXS�RI�FRPPLWWHHV�VHW�WKH�LPSXWHG�LQFRPH�OHYHO�DW�WKH�SDUHQW
V�ODVW�IXOO�WLPH�HPSOR\PHQW�DPRXQW��,Q�D�WKLUG�JURXS�RI�6WDWHV��WKH�DPRXQW�ZRXOG�EH�WKH�PLQLPXP�ZDJH�IRU�D����KRXU�ZRUN�ZHHN�XQOHVV�WKH�HYLGHQFH�SRLQWHG�WR�D�EHWWHU�ILJXUH��)LQDOO\��D�IHZ�6WDWH�WHDPV�UHFRPPHQGHG�D�VHW�DPRXQW�WR�EH�SODFHG�LQ�WKH�JXLGHOLQH��DW�OHDVW�RQH�XVHG�DQ�DUWLILFLDOO\�KLJK�ILJXUH�DV�DQ�LQFHQWLYH�WR�SDUHQWV�WR�SURYLGH�LQFRPH�HYLGHQFH�LQ�WKHLU�SOHDGLQJ�RU�DW�WKH�KHDULQJ��
��������6WXG\�6WDWHV
7KLV�VHFWLRQ�GLVFXVVHV�WKH�JXLGHOLQH�PHWKRGRORJ\�DQG�WKH�LQFLGHQFH�LQ�FDVH�UHFRUGV�ZLWKLQ�WKH�VWXG\�6WDWHV��



2&6(�$%$�(YDOXDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQHV

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

*XLGHOLQH�0HWKRGRORJ\
7ZR�6WDWHV²$UNDQVDV�DQG�'HODZDUH²KDYH�JXLGHOLQHV�DGGUHVVLQJ�LQFRPH�LPSXWDWLRQ�LQ�VHOI�HPSOR\HG�FDVHV��'HODZDUH
V�JXLGHOLQH�XVHV�D�IRUPDO�PHWKRGRORJ\��'HFLVLRQPDNHUV�LQ $UNDQVDV�PXVW�XVH�D�QHW�ZRUWK�DSSURDFK�RU�FRQVLGHU�WKH�SDUHQWV
�HDUQLQJ�FDSDFLW\��
(LJKW�6WDWHV²'HODZDUH��)ORULGD��0DVVDFKXVHWWV��0LQQHVRWD��0LVVRXUL��1HZ�+DPSVKLUH��3HQQV\OYDQLD��DQG�:DVKLQJWRQ²DXWKRUL]H�GHFLVLRQPDNHUV�WR�LPSXWH�LQFRPH�WR�YROXQWDULO\�XQGHUHPSOR\HG�RU�XQHPSOR\HG�SDUHQWV��7KH�JXLGHOLQHV�XVXDOO\�VWDWH�WKDW�IDFWRUV�WR�FRQVLGHU�LQFOXGH�WKH�SDUHQW
V�HGXFDWLRQ��ZRUN�H[SHULHQFH��MRE�VNLOOV��DQG�DYDLODELOLW\�RI�ZRUN�LQ�WKH�DUHD��:DVKLQJWRQ
V�JXLGHOLQH�GLIIHUV��LW�VWDWHV�WKDW�LQFRPH�VKRXOG�EH�LPSXWHG�EDVHG�RQ�WKH�PHGLDQ�LQFRPH�RI�\HDU�URXQG�IXOO�WLPH�ZRUNHUV�DV�GHULYHG�E\�WKH�&XUUHQW�3RSXODWLRQ�6XUYH\��ILJXUHV�DUH�SURYLGHG�LQ�WKH�JXLGHOLQH���1HZ�-HUVH\
V�JXLGHOLQH�LQGLFDWHV�WKDW�XQGHUHPSOR\PHQW�PD\�PDNH�WKH�JXLGHOLQHV�LQDSSOLFDEOH��DQG�QR�RWKHU�GLUHFWLRQ�IRU�LPSXWLQJ�LQFRPH�LV�SURYLGHG��:LVFRQVLQ
V�JXLGHOLQH�GLVFXVVHV�LPSXWDWLRQ�RQO\�IRU�QRQ�LQFRPH�SURGXFLQJ�DVVHWV�RU�ZKHUH�LQFRPH�KDV�EHHQ�GLYHUWHG�WR�DYRLG�FKLOG�VXSSRUW��
7KH�RQO\�JXLGHOLQH�RI�WKH�VWXG\�6WDWHV�WKDW�PHQWLRQV�LPSXWDWLRQ�LQ�GHIDXOW�FDVHV�LV�'HODZDUH
V�JXLGHOLQH��,W�KDV�D�IRUPDO�PHWKRG�IRU�LPSXWLQJ�LQFRPH�WR�DQ�XQSUHSDUHG�RU�QRQDSSHDULQJ�SDUHQW��7DEOH�*���LQ�$SSHQGL[�*�SUHVHQWV�D�FRPSOHWH�GHVFULSWLRQ�RI�HDFK�6WDWH
V�VWUDWHJ\��
,QFLGHQFH�LQ�&DVH�5HFRUGV
7KH�IUHTXHQF\�RI�LQFRPH�LPSXWDWLRQ�YDULHG�JUHDWO\�DPRQJ�WKH����VWXG\�FRXQWLHV��7KH�IROORZLQJ�ZDV�IRXQG��� ,QFRPH�ZDV�LPSXWHG�WR�1&3V�LQ�DV�IHZ�DV�����SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�D�0LQQHVRWD�FRXQW\�DQG�LQ�DV�PXFK�DV������SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�D�:DVKLQJWRQ�FRXQW\��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���� ,QFRPH�ZDV�LPSXWHG�WR�&3V�LQ�DV�IHZ�DV���SHUFHQW�RI�FDVHV�FROOHFWHG�LQ�D�1HZ�-HUVH\�FRXQW\�DQG�LQ�DV�PXFK�DV������SHUFHQW�RI�WKH�FDVHV�FROOHFWHG�LQ�D�'HODZDUH�FRXQW\�>�7KLV�UDQJH�H[FOXGHV�WKH�6WDWHV�RI�$UNDQVDV�DQG�:LVFRQVLQ�EHFDXVH�WKH\�XVH�VWUDLJKW�SHUFHQWDJH�RI� LQFRPH�PRGHOV�DQG�GR�QRW�H[SOLFLWO\�LQFOXGH�WKH�LQFRPH�RI�WKH�&3�LQ�WKHLU�FDOFXODWLRQV�@��VHH�([KLELW���������
7KH�PRVW�FRPPRQ�UHDVRQV�IRU�LPSXWLQJ�LQFRPH�WR�1&3V�ZHUH�XQGHUHPSOR\PHQW�RU�XQHPSOR\PHQW�DQG�WKH�SDUHQW
V�IDLOXUH�WR�VXEPLW�HYLGHQFH�RI�KLV�RU�KHU�HDUQLQJV��7KH�PRVW�FRPPRQ�UHDVRQV�IRU�LPSXWLQJ�LQFRPH�WR�WKH�&3�ZHUH�XQGHUHPSOR\PHQW�RU�XQHPSOR\PHQW�DQG��RWKHU��UHDVRQV��,Q�PRVW�FRXQWLHV��WKHVH��RWKHU��UHDVRQV�FRXOG�QRW�EH�GHWHUPLQHG��+RZHYHU��LQ�RQH�RI�WKH�)ORULGD�FRXQWLHV��WKH�PRVW�FRPPRQ�UHDVRQ�IRU�LPSXWLQJ�LQFRPH�WR�WKH�&3�ZDV�EHFDXVH�KH�RU�VKH�ZDV�RQ�$)'&��7KLV�FDVH�UHFRUG�ILQGLQJ�ZDV�FRQVLVWHQW�ZLWK�WKH�)ORULGD�LQWHUYLHZ�UHVXOWV��-XGJHV�DQG�FKLOG�VXSSRUW�DJHQF\�SHUVRQQHO�VWDWHG�WKDW�LQFRPH�ZLOO�EH�LPSXWHG�WR D�&3�RQ�$)'&�EDVHG�RQ����KRXUV�DW�PLQLPXP�ZDJH��XQOHVV�WKHUH�LV�D�MRE�DYDLODEOH�HDUQLQJ�PRUH��
7KH�WHOHSKRQH�VXUYH\�GLG�QRW�VSHFLILFDOO\�DVN�UHVSRQGHQWV�WR�GLVFXVV�UHDVRQV�IRU�LPSXWLQJ�LQFRPH�WR�1&3V�DV�GLVWLQFW�IURP�LPSXWLQJ�WR�&3V��+RZHYHU��EDVHG�RQ�UHVSRQVHV��LW�DSSHDUV�WKDW�LQFRPH�LV�PRVW�RIWHQ�LPSXWHG�WR�1&3V��5HVSRQGHQWV�VWDWHG�WKDW�LPSXWDWLRQ�RFFXUV�PRVW�IUHTXHQWO\�LQ�FDVHV�ZKHUH�QR�LQFRPH�LQIRUPDWLRQ�LV�DYDLODEOH�RU�WKH�GHFLVLRQPDNHU�LV�FRQILGHQW�WKDW�WKH�1&3�LV�YROXQWDULO\�XQGHUHPSOR\HG�RU�XQHPSOR\HG��7KH�GHFLVLRQPDNHUV�LQWHUYLHZHG�LQ�0DVVDFKXVHWWV�VWDWHG�WKDW�WKH\�LPSXWHG�LQFRPH�LQ�HYHU\�GHIDXOW�FDVH��%DVHG�RQ�UHVSRQVHV�IURP�DOO�WKH�VWXG\�6WDWHV��LW�DSSHDUV�WKDW�LPSXWDWLRQ�LV�OHVV�IUHTXHQW�LQ�FDVHV�RI�VHOI�HPSOR\HG�SDUHQWV�WKDQ�LQ�FDVHV�RI�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQWV��
,PSXWLQJ�WKH�SUHYDLOLQJ�PLQLPXP�ZDJH�IRU�D����KRXU�ZRUN�ZHHN�ZDV�D�FRPPRQ�LPSXWDWLRQ�PHWKRG�DPRQJ�GHFLVLRQPDNHUV�LQ�WKH����VWXG\�FRXQWLHV��7KLV�PHWKRG�DOVR�ZDV�RIWHQ�PHQWLRQHG�GXULQJ�WKH�WHOHSKRQH�LQWHUYLHZV��+RZHYHU��WKH�PRVW�IUHTXHQW�PHWKRGV�ZHUH�FODVVLILHG�DV��RWKHU���VHH�([KLELWV�������DQG����������2WKHU��UHDVRQV�W\SLFDOO\�LQFOXGHG�XVLQJ�KRXUO\�ZDJHV�DERYH�WKH�PLQLPXP�ZDJH�RU�IROORZLQJ�FRXQW\�VSHFLILF�PHWKRGV�IRU�LPSXWLQJ�LQFRPH��)RU�H[DPSOH��WKH�'HODZDUH�JXLGHOLQHV�VWDWH��DPRQJ�RWKHU�LPSXWDWLRQ�UHTXLUHPHQWV��WKDW��DOO�XQHPSOR\HG��DEOH�ERGLHG�SHUVRQV�VKDOO�EH�DWWULEXWHG�ZLWK�QR�OHVV�WKDQ�������SHU�KRXU�IRU�D����KRXU�ZRUN�ZHHN���$QRWKHU�H[DPSOH�RI�D�6WDWH�VSHFLILF�LPSXWDWLRQ�PHWKRG�FRPHV�IURP�$UNDQVDV��ZKHUH�GHFLVLRQPDNHUV W\SLFDOO\�XVH�WKH�PLQLPXP�LQFRPH�DQG�DZDUG�DPRXQW�IURP�WKH��0RQWKO\�)DPLO\�6XSSRUW�&KDUW��LQ�WKH�JXLGHOLQHV�IRU�WKH�SXUSRVH�RI�LPSXWDWLRQ��
7HOHSKRQH�UHVSRQGHQWV�DOVR�PHQWLRQHG�LPSXWLQJ�LQFRPH�EDVHG�RQ�WKH�FRPPXQLW\�VWDQGDUG��H�J���FHUWDLQ�LQFRPH�IRU�FHUWDLQ�W\SHV�RI�MREV�LQ�WKDW�ORFDOH���
��������&DVH�6DPSOLQJV�RQ�'HYLDWLRQ
$ODVND�FROOHFWHG�GHYLDWLRQ�RUGHUV�IRU���\HDU������±�����,Q�H[DPLQLQJ����FDVHV��WKH�6WDWH�IRXQG�WKDW�WKH�WRS�WZR�UHDVRQV�IRU�GHYLDWLRQ�ZHUH�WKDW�WKH�REOLJRU
V�LQFRPH�ZDV�EHORZ�SRYHUW\�OHYHO��DSSUR[LPDWHO\����SHUFHQW�RU����RI����FDVHV��DQG�WKDW�QR�UHOLDEOH�LQFRPH�LQIRUPDWLRQ�ZDV�DYDLODEOH�IURP�WKH�REOLJRU��DSSUR[LPDWHO\����SHUFHQW�RU����RI����FDVHV���,RZD�DOVR�IRXQG�WKDW�LQFRPH�LVVXHV�ZHUH�WKH�PRVW�IUHTXHQW�UHDVRQ�IRU�GHYLDWLRQ�����SHUFHQW�RU�����FDVHV���7KH�SKUDVH��LQFRPH�LVVXHV��ZDV�GHILQHG�LQ�WKLV�,RZD�VWXG\�WR�LQFOXGH�XQHPSOR\PHQW�DQG�XQGHUHPSOR\PHQW��,Q�LWV������FDVH�VDPSOLQJ�RI�,9�'�DQG�QRQ�,9�'�FDVHV��1HZ�0H[LFR�IRXQG�WKDW����SHUFHQW�RI�WKH�����VDPSOHG�FDVHV�GHYLDWHG�IURP�WKH�JXLGHOLQH�DPRXQW��$PRQJ�WKH�WRS�ILYH�UHDVRQV�IRU�GHYLDWLRQ�ZHUH��GHIDXOW�RUGHU�ZLWK�QR�LQFRPH�LQIRUPDWLRQ���IRXU�FDVHV��DQG��$)'&�FDVH��QR�LQFRPH�LQIRUPDWLRQ�IURP�WKH�QRQFXVWRGLDO�SDUHQW���WKUHH�FDVHV���
������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV
7KLV�VHFWLRQ�SUHVHQWV�FRQFOXVLRQV�DQG�UHFRPPHQGDWLRQV�UHJDUGLQJ�LQFRPH�YHULILFDWLRQ�DQG�LQFRPH�LPSXWDWLRQ��
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��������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV�5HJDUGLQJ�,QFRPH�9HULILFDWLRQ�
,QFRPH�LGHDOO\�VKRXOG�EH�DFFXUDWHO\�YHULILHG�IRU�HDFK�SDUHQW�LQ�D�FKLOG�VXSSRUW�DFWLRQ� 7KH�UHVXOWV�IURP�WKH�VWXG\�6WDWHV�GR�QRW�IXOO\�UHIOHFW�WKLV�LGHDO��7KLV�UHVXOW�FDQ�EH�H[SODLQHG��LQ�SDUW��E\�FHUWDLQ�DVSHFWV�RI�WKH�UHVHDUFK�PHWKRGRORJ\��WKH�QDWXUH�RI�WKH�GRFXPHQWV�FROOHFWHG��DQG�DGPLQLVWUDWLYH�DQG�FRXUW�UXOHV�UHJDUGLQJ�WKH�ILOLQJ�RI�FHUWDLQ�GRFXPHQWV��
,Q�DWWHPSWLQJ�WR�FDSWXUH�DOO�LQIRUPDWLRQ�UHOHYDQW�WR�HDFK�FKLOG�VXSSRUW�PDWWHU�GXULQJ�D�VSHFLILF�SHULRG�RI�WLPH��&65�GHYHORSHG�D�SURWRFRO�WKDW�LQFOXGHG�SKRWRFRS\LQJ�DQG�IRUZDUGLQJ�WR�&65�LQFRPH�YHULILFDWLRQ�GRFXPHQWV�E\�FRXQW\��RU��LQ�VRPH�LQVWDQFHV��WHPSRUDU\�SHUVRQQHO��,W�LV�TXLWH�SRVVLEOH�WKDW�GRFXPHQWV�VXEPLWWHG�E\�SDUHQWV�DW�WKH�WLPH�RI�WKH�KHDULQJ�VLPSO\�GLG�QRW�EHFRPH�SDUW�RI�WKH�UHFRUG�XVHG�E\�WKLV�VWXG\��)XUWKHUPRUH��GRFXPHQWV�PD\�KDYH�EHHQ�UHWXUQHG�WR�SDUHQWV�DW�WKHLU�UHTXHVW�RU�GXH�WR�VWRUDJH�OLPLWDWLRQV�DW�WKH�FRXUW��,W�DOVR�LV�SRVVLEOH�WKDW�VRPH�GRFXPHQWV�GLG�QRW�JHW�SKRWRFRSLHG��,Q�VRPH�FRXQWLHV��VXFK�DV�RQH�LQ�1HZ�-HUVH\��&65�UHFHLYHG�IHZ�SLHFHV�RI�GRFXPHQWDWLRQ��$�YDULHW\�RI�PHWKRGRORJLFDO�LVVXHV�PLJKW�DFFRXQW�IRU�D�SRUWLRQ�RI�WKRVH�FDVHV�QRW�FRQWDLQLQJ�YHULILHG�LQFRPH�IRU�RQH�RU�ERWK�SDUHQWV��
$IWHU�FRQVLGHULQJ�WKH�DERYH�OLPLWDWLRQV��WKH�RYHUDOO�ILQGLQJV�GR�QRW�VHHP�FRPSOHWHO\�XQDFFHSWDEOH��&RXUW��DJHQF\��DQG�SURIHVVLRQDO�SHUVRQQHO�VWDWHG�WKDW�LQFRPH�LV�YHULILHG�LQ����WR�����SHUFHQW�RI�FDVHV��+RZHYHU��SDUHQWV�DQG�DJHQF\�SHUVRQQHO�UHSRUWHG�WKDW�ZKLOH�WKHVH�DUH�WKH�UHTXLUHPHQWV��RQO\�DERXW����SHUFHQW�RI�SDUHQWV�VXEPLW�YHULILFDWLRQ��7KH�IDLOXUH�RI�SDUHQWV�WR�VXEPLW�SURSHU�IRUPV�RI�LQFRPH�YHULILFDWLRQ�OLNHO\�LV�IDFHG�E\�PDQ\�FKLOG�VXSSRUW�GHFLVLRQPDNHUV��
5HFRPPHQGDWLRQV�UHJDUGLQJ�LQFRPH�YHULILFDWLRQ�LQFOXGH�WKH�IROORZLQJ��� 6WDWH�JXLGHOLQHV�VKRXOG�UHTXLUH�WKDW�LQFRPH�EH�YHULILHG��� 6WDWH�GHFLVLRQPDNHUV�VKRXOG�FRPSHO�SDUWLHV�WR�FRPSO\�ZLWK�WKH�YHULILFDWLRQ�UHTXLUHPHQW��DQG�� 6WDWHV�VKRXOG�SURYLGH�GHFLVLRQPDNHUV�ZLWK�UHVRXUFHV�WR�YHULI\�LQFRPH�WKURXJK�LQGHSHQGHQW��DXWRPDWHG�VRXUFHV�VXFK�DV�HPSOR\PHQW�VHFXULW\�UHFRUGV��DQG�DFFHVV�WR�WKHVH�UHFRUGV�VKRXOG�EH�DYDLODEOH�LQ�QRQ�,9�'�DV�ZHOO�DV�LQ�,9�'�FDVHV��
��������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV�5HJDUGLQJ�,QFRPH�,PSXWDWLRQ
$OWKRXJK�LW�VHHPV�DSSURSULDWH�WR�JLYH�GHFLVLRQPDNHUV�GLVFUHWLRQ�LQ�GHWHUPLQLQJ�ZKHWKHU�WR�LPSXWH�LQFRPH�LQ�D�SDUWLFXODU�FDVH��JUHDWHU�6WDWH�JXLGDQFH�IRU�H[HUFLVLQJ�WKDW�GLVFUHWLRQ�ZRXOG�UHVXOW�LQ�PRUH�FRQVLVWHQW�WUHDWPHQW�RI�SDUHQWV��5HFRPPHQGDWLRQV�UHJDUGLQJ�LQFRPH�LPSXWDWLRQ�LQFOXGH�WKH�IROORZLQJ��� :KHUH�JXLGHOLQHV�DGGUHVV�LPSXWDWLRQ�RI�LQFRPH��WKH\�VKRXOG�VSHFLI\�WKH�W\SH�RI�FDVHV�DSSURSULDWH�IRU�LQFRPH�LPSXWDWLRQ�DQG�H[SODLQ�WKH�EDVLV�RQ�ZKLFK�LQFRPH�VKRXOG�EH LPSXWHG��7KLV�GHFLVLRQ�VKRXOG�EH�GLVFUHWLRQDU\��
����+($/7+�&$5(
7KH�)DPLO\�6XSSRUW�$FW�RI������DQG�)HGHUDO�UHJXODWLRQV�UHTXLUH�WKDW�6WDWH�JXLGHOLQHV�SURYLGH�IRU�FKLOGUHQ
V�KHDOWK�QHHGV�WKURXJK��KHDOWK�LQVXUDQFH�RU�RWKHU�PHDQV���>����&)5��������F�����@ ,Q�DGGLWLRQ��)HGHUDO�UHJXODWLRQV�UHTXLUH�WKH�,9�'�DJHQF\�LQ�DQ�$)'&�HVWDEOLVKPHQW�RU�PRGLILFDWLRQ�FDVH�WR�SHWLWLRQ�WKH�FRXUW�RU�DGPLQLVWUDWLYH�DXWKRULW\�WR�LQFOXGH�KHDOWK�LQVXUDQFH�WKDW�LV�DYDLODEOH�WR�WKH�1&3�DW�D�UHDVRQDEOH�FRVW��,Q�QRQ�$)'&�,9�'�FDVHV� FRQVHQW�IURP�WKH�DSSOLFDQW�RU�UHFLSLHQW�RI�,9�'�VHUYLFHV�LV�QHHGHG�EHIRUH�WKH�,9�'�DJHQF\�PD\�SHWLWLRQ�IRU�PHGLFDO�FRYHUDJH��>����&)5��������E������6HH�WKH�IROORZLQJ�IRU�D�GLVFXVVLRQ�RI�VXSSRUW�JXLGHOLQHV�DQG�KHDOWK�LQVXUDQFH��1RWDU��6�$���DQG�6FKPLGW��1�&����������6WDWH�&KLOG�6XSSRUW�*XLGHOLQH�7UHDWPHQW�RI�&KLOGUHQ
V�+HDOWK�&DUH�1HHGV����,Q�+D\QHV��0���HG��&KLOG�6XSSRUW�*XLGHOLQHV��7KH�1H[W�*HQHUDWLRQ���������:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��@�,Q���������SHUFHQW�RI�$)'&�,9�'�FDVHV�KDG�KHDOWK�LQVXUDQFH�EHQHILWV�LQFOXGHG�LQ�WKHLU�FKLOG�VXSSRUW�DZDUG��,Q������RQO\����SHUFHQW�RI�1&3V�WKDW�ZHUH�UHTXLUHG�WR�SURYLGH�KHDOWK�LQVXUDQFH�EHQHILWV�DV�SDUW�RI�WKHLU�FKLOG�VXSSRUW�DZDUG�DFWXDOO\�SURYLGHG�LW��>�8�6��%XUHDX�RI�WKH�&HQVXV��������&KLOG�6XSSRUW�IRU�&XVWRGLDO�0RWKHUV�DQG�)DWKHUV���������&XUUHQW�3RSXODWLRQ�5HSRUWV��6HULHV�3��������:DVKLQJWRQ��'&��8�6��*RYHUQPHQW�3ULQWLQJ�2IILFH�@�:KHQ�GLVFXVVLQJ�FKLOG�KHDOWK�FDUH�QHHGV��D�GLVWLQFWLRQ�VKRXOG�EH�PDGH�EHWZHHQ�KHDOWK�LQVXUDQFH�FRVWV�DQG�URXWLQH��XQUHLPEXUVHG�DQG�RU�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV��7\SLFDOO\��XQUHLPEXUVHG�PHGLFDO�H[SHQVHV�LQFOXGH�GHGXFWLEOHV��FRSD\PHQWV��DQG�RWKHU�H[SHQVHV�WKDW�DUH�QRW�FRYHUHG�E\�WKH�KHDOWK�LQVXUHU�RU�KHDOWK�PDLQWHQDQFH�RUJDQL]DWLRQ��([WUDRUGLQDU\�PHGLFDO�H[SHQVHV�LQFOXGH�QRQURXWLQH�H[SHQVHV�XQLTXH�WR�WKH�FKLOG��VXFK�DV�WKRVH�GXH�WR�DFFLGHQW��LQILUPLW\��DQG�GLVDELOLW\��>�6HH�WKH�IROORZLQJ�IRU�D�IXUWKHU�GLVFXVVLRQ�RI�WKHVH�LVVXHV��(OURG��/�+����������$GGLQJ�WR�WKH�%DVLF�6XSSRUW�2EOLJDWLRQ����,Q�+D\QHV��0���HG� &KLOG�6XSSRUW�*XLGHOLQHV��7KH�1H[W�*HQHUDWLRQ���������:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV�@�7KH�SUHVHQWDWLRQ�RI�DQDO\VLV�DQG�ILQGLQJV�RQ�FKLOG�KHDOWK�FDUH�LVVXHV�LV�GLYLGHG�LQWR�IRXU�SDUWV�LQ�WKH�IROORZLQJ�VHFWLRQV��KHDOWK�LQVXUDQFH�LQ�WKH�JXLGHOLQHV��H[WUDRUGLQDU\�KHDOWK�FDUH�FRVWV��KHDOWK�LQVXUDQFH�DV�D�GHYLDWLRQ�IDFWRU��DQG�H[WUDRUGLQDU\�KHDOWK�FDUH�FRVWV�DV�D�GHYLDWLRQ�IDFWRU��7KH�SUHVHQWDWLRQ�FRQFOXGHV�ZLWK�D�VXPPDU\�RI�ILQGLQJV�DQG�UHFRPPHQGDWLRQV��
������+HDOWK�,QVXUDQFH�,VVXHV�DQG�)LQGLQJV�)URP�6WDWHV�DQG�6WXG\�6LWHV
7KLV�VHFWLRQ�GLVFXVVHV�ILQGLQJV�IURP�JXLGHOLQH�UHYLHZV�DQG�VWXG\�6WDWHV�UHJDUGLQJ�KHDOWK�LQVXUDQFH��
��������*XLGHOLQH�5HYLHZV
,Q�6WDWH�JXLGHOLQH�UHYLHZV��KHDOWK�FDUH�LVVXHV�DURVH�LQ�WKUHH�FRQWH[WV²����LQFOXVLRQ�RI�LQVXUDQFH�SUHPLXPV�LQ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ������WKH�DPRXQW�RI�SUHPLXP�LQFOXGHG��DQG�����WKH�SD\PHQW�RI�H[WUDRUGLQDU\�PHGLFDO�FRVWV��
$�IUHTXHQW�LVVXH�DULVLQJ�LQ�JXLGHOLQH�UHYLHZV�ZDV�KRZ�SD\PHQWV�IRU�KHDOWK�LQVXUDQFH�SUHPLXPV�VKRXOG�LPSDFW�FKLOG�VXSSRUW�DZDUGV��6RPH�6WDWHV�UHFRPPHQGHG�LQFOXGLQJ�LQVXUDQFH�SUHPLXP�FRVWV�DV�GHGXFWLRQV�IURP�SDUHQW�LQFRPH�EHIRUH�FDOFXODWLRQ�RI�WKH�EDVLF�JXLGHOLQH�VXSSRUW�DZDUG��2WKHU�6WDWHV�WUHDWHG�LQVXUDQFH�SUHPLXP�FRVWV�DV�D�PDQGDWRU\�QXPHULFDO�DGG�RQ�WR�WKH�EDVLF�VXSSRUW�DPRXQW��
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7KHUHIRUH��WKHVH�FRVWV�ZRXOG�EH�EHORZ�WKH�OLQH�FRVWV��DQG�WKH\�ZRXOG�DIIHFW�WKH�JXLGHOLQH�RUGHU�DIWHU�FDOFXODWLRQ�RI�WKH�EDVLF�JXLGHOLQH�VXSSRUW�DZDUG��
6WDWH�JXLGHOLQHV�DOVR�GLIIHUHG�LQ�WKHLU�PHWKRGV�IRU�GHWHUPLQLQJ�WKH�DPRXQW�RI�LQVXUDQFH�FUHGLW�HDFK�SDUHQW�VKRXOG�UHFHLYH��$FFRUGLQJ�WR�VRPH�6WDWH�JXLGHOLQHV�UHYLHZHUV��WKH�RQO\�SUHPLXP�FRVWV�WKDW�VKRXOG�EH�FRQVLGHUHG�DUH�WKRVH�IRU�WKH�FKLOG�LQ�WKH�SHQGLQJ�VXSSRUW�FDVH��$W�OHDVW�RQH�6WDWH�SHUPLWWHG�RQO\�RQH�KDOI�RI�WKH�LQVXUDQFH�FRVWV�WR�FRQVWLWXWH�DQ�LQFRPH�DGMXVWPHQW�WR�WKH�REOLJRU��+RZHYHU��XQGHU�DQRWKHU�DSSURDFK�D�SDUHQW�FRXOG�UHFHLYH�DQ�LQFRPH�DGMXVWPHQW�IRU�SUHPLXPV�SDLG�IRU�WKH�KHDOWK�LQVXUDQFH�RI�RWKHUV�ZLWKLQ�WKH�KRXVHKROG��EXW�SUHPLXPV�IRU�WKH�FKLOG�ZRXOG�EH�WUHDWHG�DV�D�GHYLDWLRQ�IDFWRU��
��������6WXG\�6WDWHV
7KLV�VHFWLRQ�GLVFXVVHV�WKH�JXLGHOLQH�PHWKRGRORJ\�LQFLGHQFH�LQ�WKH�VWXG\�6WDWHV�DQG�FRPSOLDQFH�ZLWK�JXLGHOLQH�PHWKRGRORJ\��
*XLGHOLQH�0HWKRGRORJ\
7HQ�VWXG\�6WDWHV�XVHG�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�WR�DGGUHVV�KHDOWK�LQVXUDQFH�SUHPLXPV��%HORZ�LV�D�EULHI�GLVFXVVLRQ�RI�WKHVH�DGMXVWPHQW�WKDW�LOOXVWUDWHV�YDULDELOLW\�EHWZHHQ�6WDWHV��
6L[�RI�WKH�VWXG\�6WDWHV²$UNDQVDV��'HODZDUH��0LQQHVRWD��1HZ�+DPSVKLUH��1HZ�-HUVH\��DQG�3HQQV\OYDQLD²KDG�JXLGHOLQHV�UHTXLULQJ�WKH�GHGXFWLRQ�RI�KHDOWK�LQVXUDQFH�SUHPLXPV�IURP�WKH�SD\LQJ�SDUW\
V�LQFRPH�EHIRUH�WKH�JXLGHOLQH�VXSSRUW�DPRXQW�ZDV�FDOFXODWHG��,Q�1HZ�+DPSVKLUH��WKH�GHGXFWLRQ�ZDV�OLPLWHG�WR����SHUFHQW�RI�WKH�GHSHQGHQW
V�FRYHUDJH�FRVW��
)ORULGD
V�JXLGHOLQHV�UHTXLUH�WKDW�KHDOWK�LQVXUDQFH�FRVWV��H[FOXGLQJ�WKRVH�RI�WKH�GHSHQGHQW�FKLOG�UHQ���PXVW�EH�GHGXFWHG�IURP�JURVV�LQFRPH��7KH�KHDOWK�LQVXUDQFH�FRVW�DWWULEXWDEOH�WR�WKH�GHSHQGHQW�FKLOG�UHQ��LV�D�PDQGDWRU\�DGG�RQ�WR�WKH�EDVLF�VXSSRUW�DPRXQW��ZKLFK�LV�WKHQ�SURUDWHG�EHWZHHQ�SDUWLHV�EDVHG�RQ WKHLU�UHVSHFWLYH�LQFRPHV��,I�WKH�1&3�SUHSD\V�WKH�SUHPLXP��WKH�LQVXUDQFH�FRVW�DWWULEXWDEOH�WR�WKH�FKLOG�UHQ��LV�FUHGLWHG�WR�KLV�RU�KHU�VXSSRUW�REOLJDWLRQ��0LVVRXUL
V�JXLGHOLQHV�DUH�VLPLODU�WR�WKRVH�RI�)ORULGD��WKH�RQO\�GLIIHUHQFH�LV�WKDW�WKH�SRUWLRQ�RI�KHDOWK�LQVXUDQFH�FRVW�QRW�DWWULEXWDEOH�WR�WKH�GHSHQGHQW�FKLOG�UHQ��LV�QRW�DQ�DOORZDEOH�LQFRPH�GHGXFWLRQ��
:DVKLQJWRQ�6WDWH�WDNHV�D�GLIIHUHQW�DSSURDFK�WR�KHDOWK�FRVWV��7KH�KHDOWK�LQVXUDQFH�FRVWV�SDLG�E\�ERWK�SDUWLHV�IRU�WKH�GHSHQGHQW�FKLOG�UHQ��LV�RQH�FRPSRQHQW�RI�WKH��H[WUDRUGLQDU\�KHDOWK�FDUH�H[SHQVH��FRPSXWDWLRQ�RQ�LWV�FKLOG�VXSSRUW�ZRUNVKHHW��7KH�:DVKLQJWRQ�JXLGHOLQH�VWDWHV�WKDW��RUGLQDU\�KHDOWK�FDUH�H[SHQVHV�DUH�LQFOXGHG�LQ�WKH�HFRQRPLF�WDEOH��0RQWKO\�KHDOWK�FDUH�H[SHQVHV�WKDW�H[FHHG�ILYH�SHUFHQW�RI�WKH�EDVLF�VXSSRUW�REOLJDWLRQ�VKDOO�EH�FRQVLGHUHG�H[WUDRUGLQDU\�KHDOWK�FDUH�H[SHQVHV��([WUDRUGLQDU\�KHDOWK�FDUH�H[SHQVHV�VKDOO�EH�VKDUHG�E\�WKH�SDUHQWV�LQ�WKH�VDPH�SURSRUWLRQ�DV�WKH�EDVLF�VXSSRUW�REOLJDWLRQ���VHH�$SSHQGL[�&���$V�LQ�)ORULGD�DQG�0LVVRXUL��DQ\�KHDOWK�FRVWV�SUHSDLG�E\�HLWKHU�SDUW\�DUH�FUHGLWHG�WR�WKHLU�UHVSHFWLYH�VXSSRUW�REOLJDWLRQV��
0DVVDFKXVHWWV
�JXLGHOLQHV�UHTXLUH�WKDW����SHUFHQW�RI�WKH�FRVW�RI�IDPLO\�FRYHUDJH�LV�GHGXFWHG�IURP�WKH�REOLJRU
V�REOLJDWLRQ�LI�KH�RU�VKH�LV�SURYLGLQJ�WKH�FRYHUDJH��,W�LV�QRWHZRUWK\�WKDW�WKLV�LQVXUDQFH�GHGXFWLRQ�LV�QRW�OLPLWHG�WR�WKH�FRVW�RI�WKH�FKLOG�UHQ�
V�KHDOWK�LQVXUDQFH��2I�DOO�WKH�VWXG\�6WDWHV��RQO\�:LVFRQVLQ�KDG�JXLGHOLQHV�VWDWLQJ�WKDW�WKH�FRVW�RI�KHDOWK�LQVXUDQFH�LV�D�GLVFUHWLRQDU\�IDFWRU�ZKLFK�WKH�FRXUW�FDQ�FRQVLGHU�LQ�GHFLGLQJ�ZKHWKHU�WR�GHYLDWH�IURP�WKH�JXLGHOLQH�DPRXQW���6HH�7DEOH�*���LQ�$SSHQGL[�*�IRU�D�PRUH�FRPSOHWH�GHVFULSWLRQ�RI�HDFK�6WDWH
V�VWUDWHJ\���
,QFLGHQFH�:LWKLQ�&DVH�5HFRUGV
,Q�FRPSO\LQJ�ZLWK�)HGHUDO�ODZ��GHFLVLRQPDNHUV�PDQGDWHG�KHDOWK�LQVXUDQFH LQ������SHUFHQW�RI�DOO�FROOHFWHG�FDVHV��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���,Q����RI�WKH����VWXG\�FRXQWLHV��KHDOWK�LQVXUDQFH�FRYHUDJH�ZDV�RUGHUHG�LQ����SHUFHQW�RU�PRUH�RI�WKH�FDVHV��,Q�WKH�UHPDLQLQJ�WKUHH�FRXQWLHV��FRYHUDJH�ZDV�RUGHUHG�LQ�RQO\����SHUFHQW�RI�WKH�FDVHV�LQ�D�1HZ�-HUVH\�FRXQW\�����SHUFHQW�LQ�D�3HQQV\OYDQLD�FRXQW\��DQG����SHUFHQW�LQ�D�:LVFRQVLQ�FRXQW\��+HDOWK�LQVXUDQFH�ZDV�SHWLWLRQHG�EXW�QRW�PDQGDWHG�LQ�����SHUFHQW�RI�WKH�FDVHV�DFURVV�WKH�FRXQWLHV��7KH�UHDVRQV�PRVW�FRPPRQO\�FLWHG�IRU�QRW�PDQGDWLQJ�KHDOWK�LQVXUDQFH�ZHUH�WKH�XQDYDLODELOLW\�RI�LQVXUDQFH�DW�D�UHDVRQDEOH�FRVW�DQG�WKH�LQDELOLW\�RI�WKH�SD\RU�WR�REWDLQ�HPSOR\HH�UHODWHG�KHDOWK�LQVXUDQFH��+RZHYHU��LQ�RQH�3HQQV\OYDQLD�FRXQW\�����SHUFHQW�RI�FDVHV�ODFNHG�D�UHDVRQ�IRU�QRW�RUGHULQJ�KHDOWK�LQVXUDQFH�FRYHUDJH��
+HDOWK�LQVXUDQFH�ZDV�QRW�DGGUHVVHG�LQ������SHUFHQW�RI�WKH�FDVHV�DFURVV�DOO�FRXQWLHV��:KLOH�WKLV�QXPEHU�VHHPV�KLJK��LQ�YLHZ�RI�WKH�)HGHUDO�PDQGDWH�WR�LQFOXGH�KHDOWK�LQVXUDQFH�LQ�RUGHUV��WKH�SUHVHQFH�RI�VLJQLILFDQW�QXPEHUV�RI�PRGLILFDWLRQ�FDVHV�LQ�WKH�FDVH�UHFRUG�VDPSOH�WHQGV�WR�LQIODWH�WKLV�ILJXUH��$FURVV�DOO�FRXQWLHV�������SHUFHQW�RI�FDVHV�WKDW�GLG�QRW�DGGUHVV�KHDOWK�LQVXUDQFH�ZHUH�PRGLILFDWLRQV��VHH�([KLELW���������7KH�H[SODQDWLRQ�LV�WKDW�PDQ\�PRGLILFDWLRQ�FDVHV�LQFRUSRUDWHG�WKH�WHUPV RI�WKH�SULRU�RUGHU��HVSHFLDOO\�ZLWK�UHJDUG�WR�KHDOWK�LQVXUDQFH��+HQFH��PRGLILFDWLRQV�WHQGHG�WR�EH�VLOHQW�RQ�WKLV�LVVXH��
,Q�VXPPDU\��WKHUH�ZHUH�LPSRUWDQW�GLIIHUHQFHV�DPRQJ�WKH�6WDWHV�DQG�FRXQWLHV�LQ�WKH�SHUFHQWDJH�RI�FDVHV�LQ�ZKLFK�KHDOWK�LQVXUDQFH�ZDV�RUGHUHG�IRU�FKLOGUHQ��UHFRUGV�ZHUH�DQDO\]HG�WR�GHWHUPLQH�ZKHWKHU�DQG�KRZ�LQVXUDQFH�SUHPLXP�FRVWV�ZHUH�IDFWRUHG�LQWR�WKH�JXLGHOLQH�FRPSXWDWLRQV��
7ZR�WKLUGV�RI�7KHVH�GLIIHUHQFHV�GLG�QRW�DSSHDU�WR�EH�UHODWHG�WR�WKH�W\SH�RI�FDVH�RU�W\SH�RI�DZDUG��:KLOH�PRUH�FRPSOHWH�GDWD�DQG�HVSHFLDOO\�GDWD�RQ�W\SH�RI�FDVH�PLJKW�KDYH�UHYHDOHG�RWKHU�SDWWHUQV��WKH�DYDLODEOH�GDWD�VXJJHVW�WKDW�WKH�GLIIHUHQFHV�VHHQ�LQ�WKH�GDWD�UHVXOWHG�IURP�GLIIHUHQFHV�DPRQJ�WKH�FRXQWLHV�LQ�JXLGHOLQH�LPSOHPHQWDWLRQ��
&RPSOLDQFH�:LWK�*XLGHOLQH�0HWKRGRORJ\
$FURVV�DOO�FDVHV��WZR�WKLUGV�RUGHUHG�WKH�1&3�WR�REWDLQ�RU�PDLQWDLQ�KHDOWK�LQVXUDQFH�������SHUFHQW�RUGHUHG�WKH�&3�WR�GR�VR��DQG������SHUFHQW�RUGHUHG�LW�RI�ERWK�SDUHQWV��$V�VKRZQ�LQ�([KLELW��������WKH�6WDWHV�RI�$UNDQVDV�DQG�:DVKLQJWRQ�WHQGHG�WR�PDNH�ERWK�SDUWLHV�
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UHVSRQVLEOH�IRU�REWDLQLQJ�RU�PDLQWDLQLQJ�KHDOWK�LQVXUDQFH��DYHUDJLQJ�DSSUR[LPDWHO\����DQG����SHUFHQW��UHVSHFWLYHO\��:KLOH�RIWHQ�LW�LV�DVVXPHG�WKDW�WKH�1&3�EHDUV�WKH�KHDYLHVW�EXUGHQ�RI�KHDOWK�LQVXUDQFH��WKH�GDWD�VKRZ�WKH�IROORZLQJ�YDULDWLRQV�E\�FRXQW\��� 7KH�&3�ZDV�RUGHUHG�WR�REWDLQ�RU�PDLQWDLQ�KHDOWK�LQVXUDQFH�LQ�PRUH�WKDQ����SHUFHQW�RI�WKH�FDVHV�FROOHFWHG�IURP�ILYH�FRXQWLHV��� %RWK�SDUHQWV�ZHUH�RUGHUHG�WR�REWDLQ�RU�PDLQWDLQ�KHDOWK�LQVXUDQFH�LQ�PRUH�WKDQ����SHUFHQW�RI�WKH�FDVHV�FROOHFWHG�IURP�IRXU�FRXQWLHV��� ,Q�WZR�FRXQWLHV�WKH�1&3�ZDV�RUGHUHG�WR�REWDLQ�RU�PDLQWDLQ�KHDOWK�LQVXUDQFH�LQ�OHVV�WKDQ����SHUFHQW�RI�WKH�FDVHV�FROOHFWHG��
&DVH�FDVHV�WKDW�RUGHUHG�KHDOWK�FDUH�WR�EH�SURYLGHG�E\�RQH�RU�ERWK�SDUHQWV�GLG�QRW�LQFOXGH�WKH�FRVW�LQ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ��6HH�7DEOH�(�����,Q�YLUWXDOO\�DOO�RI�WKHVH�FDVHV��KRZHYHU��WKH�GDWD�VXJJHVW�WKDW�WKH�JXLGHOLQH�PHWKRGRORJ\�ZDV�XVHG��DV�VKRZQ�E\�WKH�IROORZLQJ��� 7KH�RUGHU�UHTXLUHG�RQH�RU�ERWK�RI�WKH�SDUWLHV�WR�FRQWLQXH�FXUUHQW�LQVXUDQFH�FRYHUDJH�RU�WR�REWDLQ�FRYHUDJH��,Q������SHUFHQW�RI�WKHVH�FDVHV��RQH�SDUW\�ZDV�RUGHUHG�WR�FRQWLQXH�FXUUHQW�FRYHUDJH��� 7KH�RUGHU�VSHFLILHG�ZKLFK�RI�WKH�SDUWLHV�ZDV�WR�SD\�IRU�WKH�PHGLFDO�LQVXUDQFH�FRYHUDJH�LQ������SHUFHQW�RI�WKHVH�FDVHV��WKH�UHPDLQGHU�RI�ZKLFK�ZHUH�PLVVLQJ�GDWD�RQ�SD\PHQW�UHVSRQVLELOLW\��
7KHUHIRUH��WKH�GDWD�VXJJHVW�WKDW�WKH�FRVW�RI�LQVXUDQFH�FRYHUDJH�ZDV�QRW�NQRZQ�DW�WKH�WLPH�WKH�ZRUNVKHHW�FDOFXODWLRQV�ZHUH�SHUIRUPHG�WR�GHWHUPLQH�WKH�DZDUG�DPRXQW�DQG�WKDW�WKLV�ZDV�WKH�SULPDU\�UHDVRQ�ZK\�WKH�FRVW�RI�PHGLFDO�FRYHUDJH�ZDV�QRW�LQFOXGHG�LQ�WKH�FDOFXODWLRQ��
������([WUDRUGLQDU\�+HDOWK�&DUH�&RVWV�DQG�)LQGLQJV�)URP�WKH�6WDWHV�DQG�6WXG\�6LWHV
7KLV�VHFWLRQ�GLVFXVVHV�ILQGLQJV�IURP�JXLGHOLQH�UHYLHZV�DQG�VWXG\�6WDWHV�UHJDUGLQJ�H[WUDRUGLQDU\�KHDOWK�FDUH�FRVWV��
��������*XLGHOLQH�5HYLHZV
7\SLFDOO\��WKH�FRVWV�RI�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�ZHUH�WUHDWHG�DV�GHYLDWLRQ�IDFWRUV�E\�JXLGHOLQH�UHYLHZ�WHDPV��0RVW�RI�WKH�GLVFXVVLRQ�IRFXVHG�RQ�KRZ�WR�GHILQH�WKH�WHUP��H[WUDRUGLQDU\���7KH�XVXDO�DQVZHUV�ZHUH�WKDW�H[WUDRUGLQDU\�H[SHQVHV�ZHUH�WKRVH�QRW�FRYHUHG�E\�LQVXUDQFH��WKRVH�DVVRFLDWHG�ZLWK�D�FKURQLF�LOOQHVV��DV�RSSRVHG�WR�WKH�FRVW�RI�URXWLQH�FDUH��RU�FRVWV�DERYH�D�WKUHVKROG�OHYHO�VHW�E\�WKH�6WDWH��
$�IHZ�6WDWH�WHDPV�GHWHUPLQHG�KRZ�H[WUDRUGLQDU\�H[SHQVHV�VKRXOG�EH�GLYLGHG�EHWZHHQ�WKH�SDUHQWV��6WDWHV�ZHUH�VSOLW�EHWZHHQ�DQ�HTXDO�DOORFDWLRQ�RI�WKHVH�FRVWV�DQG�D�GLYLVLRQ�LQ�SURSRUWLRQ�WR�WKH�SDUHQWV
�LQFRPHV��
��������6WXG\�6WDWHV
7KLV�VHFWLRQ�GLVFXVVHV�WKH�JXLGHOLQH�PHWKRGRORJ\�LQFLGHQFH�LQ�WKH�VWXG\�6WDWHV�DQG�DOORFDWLRQ�RI�FRVWV��
2I�WKH����VWXG\�6WDWHV����6WDWHV��L�H���0LVVRXUL��1HZ�-HUVH\��3HQQV\OYDQLD��DQG�:DVKLQJWRQ��KDYH�JXLGHOLQHV�WKDW�UHTXLUH�D�QXPHULFDO�DGMXVWPHQW�IRU�H[WUDRUGLQDU\�KHDOWK�H[SHQVHV��>�1RWH�WKDW�WKH�:DVKLQJWRQ�JXLGHOLQHV�GHILQH���H[WUDRUGLQDU\���DV�H[SHQVH�LQ�H[FHVV�RI���SHUFHQW�RI�WKH�EDVLF�FKLOG�VXSSRUW�QHHG�@�7KHVH�H[SHQVHV�PXVW�EH�DGGHG�WR�WKH�EDVLF�VXSSRUW�DPRXQW�DQG�VKDUHG�SURSRUWLRQDOO\�E\�WKH�SDUWLHV��6L[�6WDWHV��L�H���$UNDQVDV��)ORULGD��0DVVDFKXVHWWV��0LQQHVRWD��1HZ�+DPSVKLUH��DQG�:LVFRQVLQ��SURYLGH�WKDW�H[WUDRUGLQDU\�KHDOWK�H[SHQVHV�DUH�GLVFUHWLRQDU\�IDFWRUV�WKDW�WKH�FRXUW�PD\�FRQVLGHU�LQ�GHWHUPLQLQJ�ZKHWKHU�WR�GHYLDWH�IURP�WKH�JXLGHOLQH�DPRXQW��7KH�'HODZDUH�JXLGHOLQH�LV�VLOHQW���6HH�7DEOH�*���LQ�$SSHQGL[�*�IRU�D�PRUH�FRPSOHWH�GHVFULSWLRQ�RI�HDFK�6WDWH
V�VWUDWHJ\��
,QFLGHQFH�LQ�&DVH�5HFRUGV
,Q����FRXQWLHV�H[WUDRUGLQDU\�KHDOWK�FDUH�FRVWV�ZHUH�GLVFXVVHG�LQ�RQH�KDOI�RU�PRUH�RI�WKH�RUGHUV��,Q�WKH�RWKHU�VHYHQ�FRXQWLHV��VXFK�FRVWV�ZHUH�QRW�GLVFXVVHG�YHU\�IUHTXHQWO\��IDOOLQJ�LQ�D�UDQJH�RI���WR����SHUFHQW��ZLWK�WKH�WZR�3HQQV\OYDQLD�FRXQWLHV�UHSUHVHQWLQJ�WKH�KLJK�DQG�ORZ�HQGV�RI�WKH�UDQJH��,W�LV�FOHDU�IURP�WKH�FDVH�UHFRUG�FRGLQJ�WKDW�WKH�ORZ�SHUFHQWDJHV�ZHUH�IRXQG�LQ�FRXQWLHV�WKDW�GR�QRW�URXWLQHO\�FRQWDLQ�VWDQGDUG�KHDOWK�FDUH�ODQJXDJH�LQ�WKH�RUGHU��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���,W�LV�VXUSULVLQJ�WKDW�RUGHUV�LQ�GLVFUHWLRQDU\�6WDWHV�ZHUH�PRUH�OLNHO\�WR�GLVFXVV�H[WUDRUGLQDU\�KHDOWK�FRVWV�WKDQ�RUGHUV�LQ�6WDWHV�WKDW�KDYH�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IRU�VXFK�FRVWV��7KHUH�LV�QR�FOHDU�H[SODQDWLRQ�IRU�WKLV�GLIIHUHQFH��
$OORFDWLRQ�RI�&RVWV
$FURVV�DOO�FRXQWLHV��QHDUO\����SHUFHQW�RI�WKH�FDVHV�FROOHFWHG�RUGHUHG�WKDW�WKH�SDUHQWV�VKDUH�H[WUDRUGLQDU\�KHDOWK�H[SHQVHV�LQ�VRPH�PDQQHU��H�J��������VSOLW��SURSRUWLRQDO�VKDUHV�RI�LQFRPH���$�YHU\�VPDOO�SHUFHQWDJH RI�FDVHV�RUGHUHG�RQH�RI�WKH�SDUWLHV�WR�SD\�IRU�����SHUFHQW�RI�WKHVH�FRVWV��DV�VKRZQ�LQ�([KLELW�������IROORZLQJ�WKLV�SDJH��
������+HDOWK�,QVXUDQFH�&RVWV�DV�D�'HYLDWLRQ�)DFWRU
7KLV�VHFWLRQ�GLVFXVVHV�KHDOWK�LQVXUDQFH�DV�D�GHYLDWLRQ�IDFWRU�LQ�6WDWH�FDVH�VWXGLHV�DQG�LQ�WKH�VWXG\�6WDWHV��
��������6WDWH�&DVH�6WXGLHV�RQ�'HYLDWLRQV
2I�WKH����6WDWHV�WKDW�LQGLFDWHG�WKH\�KDG�FROOHFWHG�FDVH�GDWD�RQ�GHYLDWLRQV��RQO\�RQH�6WDWH�UHSRUW�OLVWHG�KHDOWK�FDUH�FRYHUDJH�DV�DPRQJ�WKH�WRS���UHDVRQV�IRU�GHYLDWLRQ��LQ�LWV�����±���VWXG\�RI�������GHYLDWLRQ�FDVHV��9LUJLQLD�IRXQG�WKDW�WKH�WKLUG�KLJKHVW�GHYLDWLRQ�IDFWRU����
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SHUFHQW�RI�FDVHV��ZDV��GLUHFW�SD\PHQW�RUGHUHG�E\�FRXUW�IRU�KHDOWK�FDUH�FRYHUDJH���,Q�WKH�ILYH�6WDWHV�FRQGXFWLQJ�ZULWWHQ�VXUYH\V��WKH�UHVSRQGHQWV�DOVR�DSSHDUHG�WR�EH�VDWLVILHG�ZLWK�WKHLU�JXLGHOLQH�PHWKRGRORJ\�IRU�DGGUHVVLQJ�KHDOWK�LQVXUDQFH�FRVWV��
7KHUH�ZHUH�WZR�LQWHUHVWLQJ�ILQGLQJV�LQ�1HZ�<RUN�DQG�0DVVDFKXVHWWV��,Q�LWV�����±���VWXG\�RI�������,9�'�DQG�QRQ�,9�'�FDVHV��1HZ�<RUN�IRXQG�WKDW�RQO\����SHUFHQW�RI�DOO�RUGHUV�DGGUHVVHG�DOORFDWLRQ�RI�KHDOWK�FDUH�H[SHQVHV��&RQWUDU\�WR�WKH�JXLGHOLQH�UHTXLUHPHQW�WKDW�WKH�H[SHQVHV�EH�SURUDWHG�DFFRUGLQJ�WR�LQFRPH��RUGHUV�LQ����SHUFHQW�RI�WKH�FDVHV�VWDWHG�WKDW�WKH�FRVWV�VKRXOG�EH�ERUQ�HTXDOO\�EHWZHHQ�WKH�SDUWLHV��7KH�0DVVDFKXVHWWV�'HSDUWPHQW�RI�5HYHQXH��&KLOG�6XSSRUW�'LYLVLRQ��DOVR�ZDV�GLVVDWLVILHG�ZLWK�RQH�RI�LWV�ILQGLQJV��$W�WKH�WLPH�RI�WKH�FDVH�VDPSOLQJ�LQ�������WKH�0DVVDFKXVHWWV�JXLGHOLQH�DOORZHG�WKH�HQWLUH�FRVW�RI�KHDOWK�LQVXUDQFH�FRYHUDJH��LQFOXGLQJ�WKH�SUHPLXP�DWWULEXWDEOH�WR�WKH�REOLJRU
V�FRYHUDJH��WR�EH�GHGXFWHG�IURP�WKH�FKLOG�VXSSRUW�RUGHU�DV�D�EHORZ�WKH�OLQH�FUHGLW��$GMXVWLQJ�WKH�RUGHU�WR�DFFRXQW�IRU�VXFK�KHDOWK�LQVXUDQFH�SUHPLXP�FRVWV�UHGXFHG�WKH�DYHUDJH�RUGHU�E\����SHUFHQW��7KH�JXLGHOLQH�FRPPLWWHH�IHOW�WKDW�WKH�UHVXOW�ZDV WRR�KDUVK�IRU�FKLOGUHQ��$V�D�UHVXOW��0DVVDFKXVHWWV�FKDQJHG�LWV�JXLGHOLQH�WR�DOORZ�D�FUHGLW�IRU�RQO\����SHUFHQW�RI�WKH�FRVW�RI�KHDOWK�LQVXUDQFH��
��������6WXG\�6WDWHV
7KH�FDVH�UHFRUG�GDWD�VKRZ�WKDW�GHYLDWLRQV�IRU�KHDOWK�LQVXUDQFH�DSSHDUHG�LQ�RQO\�D�VPDOO�QXPEHU�RI�FDVHV�LQ�VHYHQ�FRXQWLHV��7KH�ORZ�LQFLGHQFH�LV�FRPSDWLEOH�ZLWK�WKH�JXLGHOLQH�UHTXLUHPHQW�LQ����RI�WKH�VWXG\�6WDWHV�WKDW�KHDOWK�LQVXUDQFH�EH�DGGUHVVHG�WKURXJK�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�UDWKHU�WKDQ�WKURXJK�WKH�GHFLVLRQPDNHU
V�GLVFUHWLRQ��>�0RVW�UHVSRQGHQWV�ZHUH�DZDUH�WKDW�WKHLU�6WDWH�JXLGHOLQHV�KDG�D QXPHULFDO�PHWKRGRORJ\�IRU�DGGUHVVLQJ�KHDOWK�LQVXUDQFH�DQG�ZHUH�VDWLVILHG�ZLWK�WKDW�DSSURDFK�@�
������([WUDRUGLQDU\�+HDOWK�&DUH�&RVWV�DV�D�'HYLDWLRQ�)DFWRU
7KLV�VHFWLRQ�GLVFXVVHV�H[WUDRUGLQDU\ KHDOWK�FDUH�DV�D�GHYLDWLRQ�IDFWRU�LQ�6WDWH�FDVH�VWXGLHV�DQG�LQ�WKH�VWXG\�6WDWHV��
��������6WDWH�&DVH�6WXGLHV�RQ�'HYLDWLRQV
%DVHG�RQ�LQIRUPDWLRQ�VXEPLWWHG�WR�WKH�$%$��QR�6WDWH�FDVH�VWXG\�RQ�GHYLDWLRQV�IRXQG�H[WUDRUGLQDU\�KHDOWK�H[SHQVHV�DV�RQH�RI�WKH�WRS�ILYH�UHDVRQV�IRU�GHYLDWLRQ��+RZHYHU��MXGLFLDO�UHVSRQGHQWV�WR�D������ZULWWHQ�VXUYH\�LQ�.HQWXFN\�UDQNHG�D�FKLOG
V�H[WUDRUGLQDU\�PHGLFDO�DQG�GHQWDO�QHHGV�DV�WKH�VHFRQG�PRVW�IUHTXHQWO\�FLWHG�UHDVRQ�IRU�GHYLDWLRQ��-XGLFLDO�UHVSRQGHQWV�WR�D������ZULWWHQ�VXUYH\ LQ�0LFKLJDQ�DOVR�OLVWHG�KHDOWK�FDUH�DV�D�IUHTXHQW�GHYLDWLRQ�IDFWRU��7KH\�QRWHG�WKDW�KHDOWK�FDUH�H[SHQVHV�UHVXOWHG�LQ�PRUH�GHYLDWLRQV�LQ�VPDOOHU�FRXQWLHV��UXUDO�FRXQWLHV��DQG�ORZ�LQFRPH�FRXQWLHV��7ZHQW\�SHUFHQW�RI�WKH�UHVSRQGHQWV�WKRXJKW�WKDW�WKH�JXLGHOLQHV�VKRXOG�DOORZ�IRU�XQLQVXUHG�PHGLFDO�H[SHQVHV�IRU�WKH�SD\HU
V�LPPHGLDWH�IDPLO\�RU�DOORZ�GLVFUHWLRQ�LQ�PDNLQJ�DQ�DGMXVWPHQW�IRU�WKH�SD\HU
V�H[WUDRUGLQDU\�H[SHQVHV��$ERXW����SHUFHQW�RI�DOO�UHVSRQGHQWV�EHOLHYHG�WKDW�ZKHQ�WKHUH�LV�QR�FUHGLW�IRU�FKLOG�UHODWHG�H[SHQGLWXUHV��FKLOG�VXSSRUW�RUGHUV�VHHPHG�LQDSSURSULDWH��$ERXW����SHUFHQW�RI�WKH�UHVSRQGHQWV�EHOLHYHG�WKDW�VXSSRUW�RUGHUV�ZHUH�H[FHVVLYH�ZKHQ�H[WUD�HGXFDWLRQ�DQG�LQFLGHQFH�RI�SRVWVHFRQGDU\�VXSSRUW�ZLWKLQ�WKH�VWXG\�6WDWHV��
*XLGHOLQH�0HWKRGRORJ\
$OO�SDUWLFLSDWLQJ�6WDWHV�DGGUHVVHG�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW�LQ�D�GLVFUHWLRQDU\�PDQQHU��6HYHQ�VWXG\�6WDWHV
�JXLGHOLQHV�DOORZ�WKH�GHFLVLRQPDNHU�WR�FRQVLGHU�SRVWVHFRQGDU\�HGXFDWLRQ�FRVWV�LQ�GHWHUPLQLQJ�DZDUGV��DQG�WKH�UHPDLQLQJ�IRXU�VWXG\�6WDWHV�KDYH�JXLGHOLQHVWKDW�GR�QRW�PHQWLRQ�VXFK�VXSSRUW��0LVVRXUL�LV�WKH�RQO\�6WDWH�LQ�WKH�VWXG\�WKDW�XVHV�D�JXLGHOLQH�ZRUNVKHHW�WKDW�QXPHULFDOO\�DGGUHVVHV�SRVWVHFRQGDU\�HGXFDWLRQ�H[SHQVHV��7KLV�OLQH�LWHP�RQ�WKH�ZRUNVKHHW�LV��VSHFLDO�H[WUDRUGLQDU\�H[SHQVHV���ZKLFK�LQFRUSRUDWHV�RWKHU�H[SHQVHV�EHVLGHV�SRVWVHFRQGDU\�VXSSRUW��+RZHYHU��ILOOLQJ�RXW�WKLV�OLQH�LWHP�LV�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�FRXUW�RU�PHGLDWRU��VHH�7DEOH�*���LQ�$SSHQGL[�*���
,QFLGHQFH�RI�3RVWVHFRQGDU\�(GXFDWLRQ�6XSSRUW�LQ�&DVH�5HFRUGV
*LYHQ�WKLV�SURMHFW
V�FDVH�PHWKRGRORJ\��LW�LV�QRW�VXUSULVLQJ�WKDW�WKH�QXPEHU�RI�FDVHV�LQ�WKH�VWXG\�VLWHV�WKDW�PHQWLRQHG�SRVWVHFRQGDU\�VXSSRUW�ZDV�UHODWLYHO\�VPDOO��7KH�IUHTXHQF\�UDQJHG�IURP���SHUFHQW�WR����SHUFHQW��ZLWK�UDZ�QXPEHUV�UDQJLQJ�IURP���WR�����FDVHV��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���2QO\�:DVKLQJWRQ�6WDWH�KDG�D�VLJQLILFDQW�QXPEHU�RI�RUGHUV�WKDW�GHDOW�ZLWK�SRVWVHFRQGDU\�VXSSRUW��VOLJKWO\�PRUH�WKDQ�RQH�KDOI�RI�WKH�6WDWH�VDPSOH���0RUHRYHU��SURFHHGLQJV�WKDW�RUGHUHG�SRVWVHFRQGDU\�VXSSRUW�DZDUGV�W\SLFDOO\�ZHUH�VWLSXODWHG�DJUHHPHQWV�DQG�QRQ�,9�'�FDVHV��&DVH�UHFRUGV�IURP�0LVVRXUL�DQG�1HZ�+DPSVKLUH�SURYLGHG�HYLGHQFH�IRU�WKLV�ILQGLQJ��$GGLWLRQDOO\��D�FRUUHODWLRQ�ZDV�QRW�IRXQG�EHWZHHQ�DQ�RUGHU�IRU�SRVWVHFRQGDU\�VXSSRUW�DQG�D�SDUHQW
V�LQFRPH��
0RVW�SHUVRQV�LQWHUYLHZHG�E\�WKH�$%$�DOVR�VWDWHG�WKDW�SRVWVHFRQGDU\�HGXFDWLRQ�H[SHQVHV�DUH�UHTXHVWHG�RQ�DQ�LQIUHTXHQW�EDVLV��3ULYDWH�DWWRUQH\V�PRVW�IUHTXHQWO\�UHSRUWHG�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW�DV�D�GHYLDWLRQ�IDFWRU��XVXDOO\�DV�SDUW�RI�D�QHJRWLDWHG�DJUHHPHQW��&3V�FRPSODLQHG�WKDW�VWRSSLQJ VXSSRUW�ZKHQ�D�FKLOG�UHDFKHV�DJH����PDGH�WKHLU�ILQDQFLDO�VLWXDWLRQV�GLIILFXOW�EHFDXVH�D�JUHDW�GHDO�RI�ILQDQFLDO�KHOS�LV�QHHGHG�WR�HQVXUH�WKDW�WKH�FKLOG�FDQ�DWWHQG�FROOHJH��
������'HYLDWLRQV�'XH�WR�6XSSRUW�IRU�3RVWVHFRQGDU\�(GXFDWLRQ
7KLV�VHFWLRQ�GLVFXVVHV�VXSSRUW�IRU�SRVWVHFRQGDU\�HGXFDWLRQ�DV�D�GHYLDWLRQ�IDFWRU�DQG�DOORFDWLRQ�RI�SRVWVHFRQGDU\�VXSSRUW�H[SHQVHV�EDVHG�RQ�FDVH�UHFRUGV��
��������6XSSRUW�IRU�3RVWVHFRQGDU\�(GXFDWLRQ�DV�D 'HYLDWLRQ�)DFWRU
7KH�IROORZLQJ�VHFWLRQV�GLVFXVV�GHYLDWLRQ�ILQGLQJV�GXH�WR�SRVWVHFRQGDU\�HGXFDWLRQ�H[SHQVHV�IRXQG�LQ�WKH�6WDWH�FDVH�VDPSOLQJV�DQG�WKH�VWXG\�6WDWHV��
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6WXG\�6WDWHV
7KHUH�DUH�LQVWDQFHV�ZKHQ�D�GHFLVLRQPDNHU�FDQ�RUGHU�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW��,Q�WKH�ILUVW�LQVWDQFH��WKH�RUGHU�UHTXLUHV�LPPHGLDWH�VXSSRUW�EHFDXVH�WKH�FKLOG�LV�LQ�FROOHJH�RU�D�YRFDWLRQDO�VFKRRO�RU�ZLOO�VKRUWO\�HQWHU�D�SRVWVHFRQGDU\�LQVWLWXWLRQ��,Q�WKH�VHFRQG�LQVWDQFH��WKH�GHFLVLRQPDNHU�RUGHUV�IXWXUH�VXSSRUW�LQ�FDVH�WKH�FKLOG�HQWHUV�SRVWVHFRQGDU\�HGXFDWLRQ��H�J���WKH�FKLOG�LV�\RXQJ�DQG�D�WUXVW�IXQG�LV�HVWDEOLVKHG���,Q�WKH�WKLUG�LQVWDQFH��WKH�RUGHU�UHVHUYHV�WKH�ULJKW�WR�SHWLWLRQ�IRU�VXFK�VXSSRUW�LQ�WKH�IXWXUH��
$V�LQGLFDWHG�DERYH��:DVKLQJWRQ�ZDV�WKH�RQO\�6WDWH�ZLWK�D�VLJQLILFDQW�QXPEHU�RI�FDVHV�WKDW�GHDOW�ZLWK�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW��$Q RYHUZKHOPLQJ�PDMRULW\�RI�LWV�RUGHUV�UHVHUYHG�WKH�ULJKW�WR�SHWLWLRQ�IRU�IXWXUH�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW��DSSUR[LPDWHO\����SHUFHQW���ZKLOH�WKH�UHPDLQLQJ�FDVHV�RUGHUHG�WKH�SDUWLHV�WR�HVWDEOLVK�D�WUXVW�IXQG�RU�WR�SURYLGH�LPPHGLDWH�VXSSRUW��DSSUR[LPDWHO\���SHUFHQW�DQG���SHUFHQW��UHVSHFWLYHO\���
0LQQHVRWD�ZDV�WKH�RQO\�VWXG\�6WDWH�ZKHUH�DOO�UHVSRQGHQWV�VWDWHG�WKDW�SRVWVHFRQGDU\�HGXFDWLRQ�H[SHQVHV�DUH�FRQVLGHUHG�E\�WKH�GHFLVLRQPDNHU�LQ�DZDUGLQJ�VXSSRUW��
6WDWH�&DVH�6DPSOLQJV
7HQ�6WDWHV�VXEPLWWHG�LQIRUPDWLRQ�WR�WKH�$%$�RQ�WKHLU�GDWD�FROOHFWLRQ�IRU�JXLGHOLQH�GHYLDWLRQV��2I�WKH�HLJKW�6WDWHV�WKDW�KLJKOLJKWHG�WKH�PRVW�IUHTXHQW�UHDVRQV�IRU�GHYLDWLRQ��RQO\�9LUJLQLD�IRXQG�WKDW�HGXFDWLRQ�H[SHQVHV�ZHUH�D�VLJQLILFDQW�UHDVRQ�IRU�GHYLDWLRQ��,Q�LWV�����±���H[DPLQDWLRQ RI�������GHYLDWLRQ�RUGHUV��LQFOXGLQJ�ERWK�,9�'�DQG�QRQ�,9�'�FDVHV��9LUJLQLD�IRXQG�WKDW�WKH�WKLUG�PRVW�IUHTXHQW�UHDVRQ�IRU�GHYLDWLRQ�ZDV�GLUHFW�SD\PHQW�RUGHUHG�E\�WKH�FRXUW�IRU�KHDOWK�FDUH�FRYHUDJH��OLIH�LQVXUDQFH�FRYHUDJH��DQG�HGXFDWLRQ�H[SHQVHV����SHUFHQW�FRPELQHG���
)LYH�6WDWHV�FRQGXFWHG�ZULWWHQ�VXUYH\V�RQ�WKH�DSSOLFDWLRQ�RI�WKH�JXLGHOLQHV��.DQVDV�VXUYH\HG�SDUHQWV��MXGJHV�DQG�KHDULQJ�RIILFHUV��DQG�DWWRUQH\V�LQ�������DQG�UHVSRQGHQWV�OLVWHG�DQ�DJUHHPHQW�WR�VXSSRUW�FKLOGUHQ�SDVW�WKH�DJH�RI�PDMRULW\�DV�DQ�DGMXVWPHQW�IDFWRU��KRZHYHU��LW�UDQNHG�PXFK�ORZHU�DV�DQ�DGMXVWPHQW�IDFWRU�WKDQ�RWKHU�VXFK�IDFWRUV�DV�LQFRPH�WD[�H[HPSWLRQ��ORQJ�GLVWDQFH�YLVLWDWLRQ�FRVWV��H[WHQGHG�YLVLWDWLRQ�DQG�FXVWRG\�DUUDQJHPHQWV��VSHFLDO�QHHGV�RI�WKH�FKLOGUHQ��DQG�RYHUDOO�ILQDQFLDO�FRQGLWLRQV��2QO\�DSSUR[LPDWHO\����SHUFHQW�RI�WKH�MXGJHV�DQG����SHUFHQW�RI�WKH�DWWRUQH\V�ZKR�UHVSRQGHG�EHOLHYHG�WKDW�MXGJHV�VKRXOG�XVH�WKHLU�GLVFUHWLRQ�WR�RUGHU�FKLOG�VXSSRUW�WKURXJK�DJH�����
��������$OORFDWLRQ�RI�3RVWVHFRQGDU\�6XSSRUW�([SHQVHV�%DVHG�RQ�&DVH�5HFRUGV
,Q�WKH����VWXG\�FRXQWLHV��FDVH�GDWD�LQGLFDWHV�WKDW�WKH�PRVW�FRPPRQ�PHWKRG�IRU�DOORFDWLRQ�RI�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW�LQYROYHG�WKH�SDUHQWV�VSOLWWLQJ�WKH�H[SHQVHV��������$OVR�FRPPRQ�ZHUH�FDVHV�LQ�ZKLFK�WKH�GHFLVLRQPDNHU�GLG�QRW�DOORFDWH�WKH�H[SHQVHV�DW�WKH�WLPH�RI�WKH�RUGHU��EXW�SUHVXPDEO\�ZRXOG�GHWHUPLQH�WKH�DPRXQW�DW�D�ODWHU�GDWH��2QH�RI�WKHVH�WZR�DOORFDWLRQ�PHWKRGV�ZDV�XVHG�IRU�PRVW�FDVHV�DFURVV�WKH����FRXQWLHV�LQ�WKLV�VWXG\��2WKHU�PHWKRGV�LQFOXGHG�DQ�RUGHU�WKDW�HLWKHU�WKH�1&3�RU�&3�SD\���� SHUFHQW�RI�WKH�SRVWVHFRQGDU\�HGXFDWLRQ�H[SHQVHV�RU�D�UHTXLUHPHQW�WKDW�ERWK�SDUWLHV�SD\�D�SURSRUWLRQDO�VKDUH�RI�LQFRPH��
5HVSRQGHQWV�LQ�WKH����6WDWHV�SURYLGHG�IXUWKHU�GHWDLOV�RI�DOORFDWLRQ�PHWKRGV��)RU�H[DPSOH��UHVSRQGHQWV�LQ�0DVVDFKXVHWWV�VWDWHG�WKDW�ZKHQ�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW�LV�UHTXHVWHG�DQG�DSSURYHG��WKH�DPRXQW�PLJKW�EH�EDVHG�RQ�WKH�FKLOG�VXSSRUW�JXLGHOLQH�DPRXQW��WKH�WXLWLRQ�DPRXQW��RU�D�VXP�GHWHUPLQHG�E\�WKH�GHFLVLRQPDNHU��5HVSRQGHQWV�LQ�0LVVRXUL�VWDWHG�WKDW�WKH�DPRXQW�XVXDOO\�LV�ODUJHU�WKDQ�WKH�JXLGHOLQH�DPRXQW�DQG�LV�EDVHG�RQ�WKH�VFKRRO
V�WXLWLRQ��7KH�DPRXQW�LV�WKHQ�GLYLGHG�EHWZHHQ�WKH�SDUHQWV�DQG�SURUDWHG�DFFRUGLQJ�WR�WKHLU�LQFRPHV��
������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV
7KH�GXUDWLRQ�RI�FKLOG�VXSSRUW�YDULHV�ZLGHO\�DFURVV�6WDWHV��7KH�SXUSRVH�RI�WKLV�VWXG\�ZDV�QRW�WR�PDNH�SROLF\�GHFLVLRQV�RQ�WKH�QHFHVVLW\�RI�SRVWVHFRQGDU\�VXSSRUW�IRU�FKLOGUHQ�IURP�VHSDUDWHG�IDPLOLHV�WR�HQVXUH�WKDW�WKH\�KDYH�WKH�VDPH�HGXFDWLRQDO�RSSRUWXQLWLHV�DV�FKLOGUHQ�IURP�LQWDFW�IDPLOLHV��+RZHYHU��WKH�VWXG\�UHVXOWV�GR�VXSSRUW�WKH�FXUUHQW�SUDFWLFH�LQ�DOPRVW�DOO�6WDWHV��
6KRXOG�6WDWHV�GHFLGH�WR�FRQVLGHU�SRVWVHFRQGDU\�HGXFDWLRQ�H[SHQVHV�DV�SDUW�RI�D�FKLOG�VXSSRUW�DZDUG��LW�LV�UHFRPPHQGHG�WKDW�WKH�VXSSRUW�EH�D�GLVFUHWLRQDU\�IDFWRU�EHFDXVH�QR�UHTXLUHPHQW�H[LVWV�IRU�WKH�SRSXODWLRQ�DW�ODUJH�WR�REWDLQ�D�SRVWVHFRQGDU\�HGXFDWLRQ��
����7$;�&216,'(5$7,216
)RU�SDUHQWV�ZLWK�PLGGOH� WR�XSSHU�UDQJH�LQFRPHV��WD[�UHODWHG�PDWWHUV�DUH�LPSRUWDQW�LVVXHV��&KLOG�VXSSRUW�RUGHUV�PD\�LPSDFW�)HGHUDO�LQFRPH�WD[HV�LQ�WZR�ZD\V��)LUVW��WKH�DOORFDWLRQ�RI�VXSSRUW�WR�D�VSRXVH�RU�FKLOG�UHQ��GHWHUPLQHV�WKH�WD[�FRQVHTXHQFHV�RI�WKDW�DPRXQW�RI�PRQH\��WKDW�LV��VSRXVDO�VXSSRUW�LV�WD[DEOH�IRU�WKH�REOLJHH�DQG�GHGXFWLEOH�IRU�WKH�REOLJRU��ZKHUHDV�FKLOG�VXSSRUW�LV�QHLWKHU�WD[DEOH�QRU�GHGXFWLEOH��6HFRQG��WKH�DVVLJQPHQW�RI�WKH�GHSHQGHQW�WD[�H[HPSWLRQ�V��PD\�KDYH�DQ�LPSRUWDQW�LPSDFW�RQ�RQH�RU�ERWK�SDUHQWV
�LQFRPH��
7D[�LPSOLFDWLRQV�ZHUH�UDLVHG�E\�JXLGHOLQH�FRPPLWWHHV�LQ�WKH�IROORZLQJ�ZD\V��WKURXJK�GHWHUPLQDWLRQ�RI�QHW�LQFRPH�IRU�SXUSRVHV�RI�DSSO\LQJ�JXLGHOLQHV��DOORZDEOH�ZLWKKROGLQJV��DQG�DOORFDWLRQ�RI�WKH�GHSHQGHQW�WD[�FUHGLW��,Q�WKH�DQDO\VLV�RI�FDVH�UHFRUGV��WKH�PRVW�FRPPRQ�IRUP�RI�WD[�FRQVLGHUDWLRQ�ZDV�IRU�RUGHUV�WKDW�DOORFDWHG�WKH�GHSHQGHQW�WD[�FUHGLW�V���,Q�6WDWHV�ZKHUH�JXLGHOLQHV�DGGUHVV�SURYLGHG�IRU�WD[�FRQVLGHUDWLRQV��FDVHV�DGGUHVVLQJ�WD[�H[HPSWLRQV�UDQJHG�IURP�OHVV�WKDQ���SHUFHQW��1HZ�-HUVH\��WR�QHDUO\����SHUFHQW��:DVKLQJWRQ���5HVSRQVHV�IURP�WKH�����SHUVRQV�LQWHUYLHZHG�E\�WKH�$%$�DOVR�YDULHG�VLJQLILFDQWO\�DPRQJ�6WDWHV��)RU�H[DPSOH��DOO�SHUVRQV�LQWHUYLHZHG�LQ�)ORULGD�DQG�0DVVDFKXVHWWV�VWDWHG�HLWKHU�WKDW�WD[�H[HPSWLRQV�QHYHU�DULVH�RU�WKDW�WKH\�DULVH�LQIUHTXHQWO\�ZKHQ�WKHLU�FKLOG�VXSSRUW�RUGHUV�DUH�HVWDEOLVKHG�RU�PRGLILHG��,Q�FRQWUDVW��SULYDWH�DWWRUQH\V�DQG�MXGJHV�LQ�$UNDQVDV�UHSRUWHG�WKDW�WD[�H[HPSWLRQV�IUHTXHQWO\�DUH�FLWHG�DV�D�EDVLV�IRU�GHYLDWLRQ�IURP�JXLGHOLQH�DPRXQWV��7D[�H[HPSWLRQV�ZHUH�QRW�VLJQLILFDQW�IDFWRUV�IRU�GHYLDWLRQ�LQ�FDVH�VWXGLHV�FRQGXFWHG�E\�RWKHU�6WDWHV��
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������7D[�&RQVLGHUDWLRQ�,VVXHV�DQG�)LQGLQJV�)URP�6WDWHV�DQG�6WXG\�6LWHV
7KLV�VHFWLRQ�GLVFXVVHV�LVVXHV�DQG�ILQGLQJV�IURP�JXLGHOLQH�UHYLHZV�DQG�VWXG\�6WDWHV�UHJDUGLQJ�WD[�FRQVLGHUDWLRQV��
��������*XLGHOLQH�5HYLHZV
*XLGHOLQH�UHYLHZ�FRPPLWWHHV�UDLVHG�WKH�LVVXH�RI�WD[�LPSOLFDWLRQV�RI�FKLOG�VXSSRUW�LQ�VHYHUDO�ZD\V��)LUVW��VRPH�WHDPV�FRQVLGHUHG�WKDW�LQFRPH�WD[�ZLWKKROGLQJ�ODUJHO\�GHWHUPLQHV�WKH�LQFRPH�DYDLODEOH�IRU�FKLOG�VXSSRUW��7KH�WUHQG�DPRQJ�UHYLHZ�FRPPLWWHHV�ZDV�WR�SHUPLW�VRPH�GHJUHH�RI�)HGHUDO��6WDWH��DQG�ORFDO�LQFRPH�WD[�ZLWKKROGLQJV�WR�DGMXVW�LQFRPH�EHIRUH�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�IRUPXOD��7ZR�UHYLHZ�FRPPLWWHHV�DGGUHVVHG�WKH�LVVXH�RI�WKH�DFFHSWDEOH�DPRXQW�RI�WD[�ZLWKKROGLQJV��2QH�WHDP�UHFRPPHQGHG�WKDW�IRU�FKLOG�VXSSRUW�FDOFXODWLRQ�SXUSRVHV��DOO�SDUHQWV�VKRXOG�EH�DOORZHG�D�WD[�ZLWKKROGLQJ�VWDWXV�DW�WKH�VLQJOH�SHUVRQ�H[HPSWLRQ�OHYHO��%\�VHWWLQJ�WKLV�VWDQGDUG�OHYHO��DOO�SDUHQWV�DQG�FKLOGUHQ�ZRXOG�EH�WUHDWHG�HTXLWDEO\��7KH�RWKHU�WHDP�UHFRPPHQGHG�RYHUWXUQLQJ�WKH�6WDWH�SUDFWLFH�RI�XVLQJ�VWDQGDUG�GHGXFWLRQV�DQG�WD[�WDEOHV�WR�GHWHUPLQH�D�SDUHQW
V�WD[�UDWH��7KH�UDWLRQDOH�IRU�WKHLU�GHFLVLRQ�ZDV�WKH�LQGLFDWLRQ�WKDW�VRPH�REOLJRUV�ZHUH�JHWWLQJ�D�ZLQGIDOO�EHFDXVH�WKH�WDEOH�DQG�VWDQGDUG�DPRXQWV�ZHUH�PRUH�WKDQ�ZKDW�WKH\�DFWXDOO\�SDLG��
6HFRQG��VRPH�6WDWH�UHYLHZHUV�H[DPLQHG�DOORFDWLRQ�RI�WKH�WD[�H[HPSWLRQ�IRU�WKH�FKLOG��:KHQ�WKH�SDUWLHV�GLG�QRW�UHDFK�DQ�LQGHSHQGHQW�DJUHHPHQW�RQ�WKLV�LVVXH��UHYLHZHUV�IHOW�WKDW�WKH�FRXUW�VKRXOG�DOORFDWH�WKH�H[HPSWLRQ�EHWZHHQ�WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�FRQWULEXWLRQV�WR�WKH�FKLOG
V�H[SHQVHV��)RU�LQVWDQFH��LI�WKH�REOLJRU�EHDUV����SHUFHQW�DQG�WKH�REOLJHH�EHDUV����SHUFHQW�RI�WKH�FRVW��WKHQ�GXULQJ�D���\HDU�SHULRG��WKH�REOLJRU�ZRXOG�FODLP�WKH�H[HPSWLRQ�IRU���\HDUV�DQG�WKH�REOLJHH�IRU���\HDU��2QH�6WDWH�WHDP�DGGHG�D�FDYHDW�WR�WKLV�DSSURDFK²D�SDUHQW�ZRXOG�EH�SURKLELWHG�IURP�FODLPLQJ�WKH�H[HPSWLRQ�LI�KH�RU�VKH�ZRXOG�QRW�UHFHLYH�D WD[�EHQHILW�IURP�WKH�H[HPSWLRQ�RU�LI�WKH�SDUHQW�KDG�VXSSRUW�DUUHDUV�DV�RI�WKH�HQG�RI�WKH�WD[�\HDU��
��������6WXG\�6WDWHV
7KHVH�IROORZLQJ�VHFWLRQV�GLVFXVV�WKH�JXLGHOLQH�PHWKRGRORJ\�UHJDUGLQJ�WD[�FRQVLGHUDWLRQV�DQG�LQFLGHQFH�RI�WD[�FRQVLGHUDWLRQV�ZLWKLQ�WKH�VWXG\�6WDWHV��
*XLGHOLQH�0HWKRGRORJ\
2QO\�RQH�6WDWH��$UNDQVDV��VSHFLILHV�WKDW�D�SDUWLFXODU�SDUHQW�VKRXOG�UHFHLYH�WKH�GHSHQGHQW�WD[�H[HPSWLRQ²WKH�&3�UHFHLYHV�WKH�H[HPSWLRQ�XQOHVV�WKH�SDUWLHV�RWKHUZLVH�DJUHH��)LYH�6WDWHV²)ORULGD��0DVVDFKXVHWWV��0LQQHVRWD��:DVKLQJWRQ��DQG�:LVFRQVLQ²OHDYH�WKH�GHFLVLRQ�XS�WR�WKH�FRXUW�RU�6WDWH�WKDW�WKH�VXSSRUW�DPRXQW�PD\�EH�DGMXVWHG�ZKHQ�WDNLQJ�LQWR�DFFRXQW�WKH�LPSDFW�RI�WKH�GHSHQGHQF\�H[HPSWLRQ��,Q�IDFW��:DVKLQJWRQ�JXLGHOLQHV�LQGLFDWH�WKDW�WKH�FRXUW�PD\�DZDUG�WKH�H[HPSWLRQ�V��WR�HLWKHU�SDUHQW��GLYLGH�WKH�H[HPSWLRQV�EHWZHHQ�WKHP��RU�DOWHUQDWH�WKH�H[HPSWLRQ�V���7KH�JXLGHOLQHV�LQ�WKUHH�6WDWHV²1HZ�+DPSVKLUH��1HZ�-HUVH\��DQG�3HQQV\OYDQLD²DXWKRUL]H�WKH�GHFLVLRQPDNHU�WR�RSWLPL]H�ERWK�SDUWLHV
�DIWHU�WD[�LQFRPH�E\�WDNLQJ�LQWR�DFFRXQW�)HGHUDO�WD[�FRQVHTXHQFHV�LQ�GHWHUPLQLQJ�VXSSRUW��2QO\�WZR�6WDWHV
�JXLGHOLQHV²'HODZDUH�DQG�0LVVRXUL²GLG�QRW�GLUHFW�WKH�DOORFDWLRQ�RI�WD[�H[HPSWLRQV�RU�RWKHU�WD[�UHODWHG�LVVXHV��VHH�7DEOH�*���LQ�$SSHQGL[�*���
,QFLGHQFH�RI�7D[�&RQVLGHUDWLRQV�LQ�&DVH�5HFRUGV
,Q�WKLV�VWXG\��LI�WKH�RUGHU�DOORFDWHG�WKH�WD[�H[HPSWLRQ�LQ�VRPH�PDQQHU�WR�HLWKHU�RU�ERWK�SDUHQWV��WKH�FDVH�ZDV�FRGHG�DV�RQH�LQ�ZKLFK�WD[�FRQVLGHUDWLRQV�ZHUH�SDUW�RI�WKH�FKLOG�VXSSRUW�RUGHU��
,Q�WZR�6WDWHV�ZKHUH�JXLGHOLQHV�GLG�QRW�GLVFXVV�WD[�UHODWHG PDWWHUV��WD[�H[HPSWLRQV�QHYHU��'HODZDUH��RU�UDUHO\��3HQQV\OYDQLD��DSSHDUHG�LQ�WKH�FDVH�UHFRUGV��-XGJHV�DQG�PDVWHUV�LQWHUYLHZHG�LQ�'HODZDUH�VWDWHG�WKDW�WKH\�QHYHU�KHDUG�D�UHTXHVW�IRU�GHYLDWLRQ�EDVHG�RQ�WD[�H[HPSWLRQV��7KH�ODFN�RI�VXFK�D�UHTXHVW�PD\�EH�EDVHG�RQ DVVXPSWLRQV�DERXW�WKH�'HODZDUH�0HOVRQ�IRUPXOD��%RWK�FKLOG�VXSSRUW�DJHQF\�DQG�SULYDWH�DWWRUQH\V�LQ�'HODZDUH�VWDWHG�WKDW�WKH\�EHOLHYHG�WKH�GHSHQGHQW�WD[�FUHGLW�ZDV�DOUHDG\�IDFWRUHG�LQWR�WKH�JXLGHOLQH��&RQYHUVHO\��0LVVRXUL�JXLGHOLQHV�DOVR�GR�QRW�GLVFXVV�WD[�UHODWHG�LVVXHV��EXW�QHDUO\�D�TXDUWHU�RI�DOO�FDVHV�DGGUHVVHG�H[HPSWLRQV��
,Q�VWXG\�6WDWHV�ZLWK�JXLGHOLQHV�WKDW�DXWKRUL]H�WKH�GHFLVLRQPDNHU�WR�FRQVLGHU�WD[�FRQVHTXHQFHV��FDVHV�DGGUHVVLQJ�WD[�H[HPSWLRQV�YDULHG�IURP�OHVV�WKDQ��SHUFHQW�LQ�1HZ�-HUVH\�DQG�RQH�FRXQW\�LQ�ERWK�$UNDQVDV�DQG�)ORULGD�WR�QHDUO\����SHUFHQW�LQ�:DVKLQJWRQ��VHH�([KLELW�������IROORZLQJ�WKLV�SDJH���,W�VKRXOG�EH�QRWHG�WKDW�:DVKLQJWRQ
V�DOORFDWLRQ�RI�WKH�WD[�H[HPSWLRQ�LV�GHWHUPLQHG�WKURXJK�DQ�LWHP�RQ�WKH�VWDQGDUG�FRXUW�RUGHU�IRUP��EXW�QRW�WKH�DGPLQLVWUDWLYH�RUGHU�IRUP��/LWWOH�PRUH�WKDQ�RQH�KDOI�RI�FRXUW�RUGHUV�LQ�:DVKLQJWRQ�DOORFDWHG�WKH�WD[�H[HPSWLRQ��
5HVSRQVHV�RI�SHUVRQV�LQWHUYLHZHG�E\�WKH�$%$�DOVR�ZHUH�YDULHG��0RVW�UHVSRQGHQWV�VWDWHG�WKDW�WD[�H[HPSWLRQV�UDUHO\�DURVH�DV�D�EDVLV�IRU�GHYLDWLQJ�IURP�WKH�JXLGHOLQH�DPRXQW��+RZHYHU��SULYDWH�DWWRUQH\V�DQG�MXGJHV�LQ�$UNDQVDV�UHSRUWHG�WKDW�WD[�H[HPSWLRQV�DUH�IUHTXHQWO\�FLWHG�DV�D�EDVLV�IRU�D�GHYLDWLRQ��
������)LQGLQJV�RQ�'HYLDWLRQV�'XH�WR�7D[�([HPSWLRQV
7KH�IROORZLQJ�VHFWLRQV�GLVFXVV�GHYLDWLRQ�ILQGLQJV�GXH�WR�WD[�FRQVLGHUDWLRQV�IRXQG�LQ�WKH�6WDWH�FDVH�VDPSOLQJV�DQG�WKH�VWXG\�6WDWHV��
��������6WXG\�6WDWHV
7KH�VWXG\�LGHQWLILHG�WKUHH�EDVLF�ZD\V�LQ�ZKLFK�GHFLVLRQPDNHUV��H[HUFLVLQJ�WKHLU�GLVFUHWLRQ��W\SLFDOO\�DOORFDWHG�WKH�GHSHQGHQF\�WD[�H[HPSWLRQ������WKH�1&3�DOZD\V�UHFHLYHG�WKH�H[HPSWLRQ�V�������WKH�&3�DOZD\V�UHFHLYHG�WKH�H[HPSWLRQ�V���DQG�����ERWK�SDUHQWV�VKDUHG�
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WKH�H[HPSWLRQ�V���XVXDOO\�E\�VSOLWWLQJ�PXOWLSOH�H[HPSWLRQV�RU�E\�DOWHUQDWLQJ�H[HPSWLRQV�RYHU�WKH�\HDUV��([KLELW�������VKRZV�WKH�DOORFDWLRQ�RI�H[HPSWLRQV�EHWZHHQ�WKH�SDUWLHV��
*XLGHOLQHV�LQ�RQO\�RQH�6WDWH��$UNDQVDV��VSHFLILFDOO\�DOORFDWH�WD[�H[HPSWLRQV��LQ�WKLV�FDVH�WR�WKH�&3��XQOHVV�WKH�SDUWLHV�DJUHH�RWKHUZLVH��&DVH�GDWD�IURP�$UNDQVDV�LQGLFDWH�WKDW�LWV�GHFLVLRQPDNHUV�IROORZ�WKH�JXLGHOLQH DOORFDWLRQ�PHWKRG��,Q�:DVKLQJWRQ��ZKHUH�JXLGHOLQHV�SUHVHQW�WKUHH�GLVFUHWLRQDU\�PHWKRGV�IRU�KDQGOLQJ�WD[�H[HPSWLRQV��WKH�GDWD�VKRZ�WKDW�ZKHQ�WKH�H[HPSWLRQ�LV�JLYHQ�WR�RQH�SDUW\��LW�LV�XVXDOO\�WKH�&3�ZKR�UHFHLYHV�LW��2UGHUV�WKDW�UHVXOW�LQ�VKDUHG�H[HPSWLRQV�EHWZHHQ�SDUHQWV�DUH�DOPRVW�DV�FRPPRQ��DQG�WKLV�VKDUHG�DOORFDWLRQ�VHHPV�FRPPRQ�WKURXJKRXW�WKH�VWXG\�6WDWHV��1&3V�ZHUH�JLYHQ�WKH�WD[�H[HPSWLRQ�PRUH�IUHTXHQWO\�WKDQ�&3V�LQ�RQO\�0DVVDFKXVHWWV��RQH�FRXQW\�LQ�1HZ�-HUVH\��DQG�RQH�FRXQW\�LQ�:LVFRQVLQ��
,Q�VRPH�FDVHV��WKH�WD[�H[HPSWLRQ�DOORFDWLRQ�ZDV�FRQGLWLRQDO��)RU�H[DPSOH��WKH�RUGHU�ZRXOG�VSHFLI\�WKDW�1&3V�FRXOG�FODLP�H[HPSWLRQV�XQWLO�&3V�EHFDPH�HPSOR\HG��1&3V�FRXOG�FODLP�H[HPSWLRQV�DV�ORQJ�DV�VXSSRUW�SD\PHQWV�ZHUH�FXUUHQW��RU�1&3V�FRXOG�FODLP�H[HPSWLRQV�IRU�D�FHUWDLQ�QXPEHU�RI�\HDUV��,Q�FDVHV�WKDW�DOORFDWHG�WKH�H[HPSWLRQ�V��LQ�VXFK�D�PDQQHU��WKH�RUGHU�ZRXOG�RIWHQ�VSHFLI\�WKDW�ZKHQ�WKH�VSHFLILHG�FRQGLWLRQV�ZHUH�PHW��&3V�FRXOG�FODLP�H[HPSWLRQV��H[HPSWLRQV�FRXOG�EH�VSOLW��RU�SDUHQWV�FRXOG�DOWHUQDWH�H[HPSWLRQV��
7KH�DOORFDWLRQ�RI�WD[�H[HPSWLRQV�XVXDOO\�ZDV�WUHDWHG�QDUUDWLYHO\�LQ�WKH�RUGHU��DQG�GLG�QRW�DIIHFW�WKH�FDOFXODWLRQ�RI�WKH�FKLOG�VXSSRUW�DZDUG��&RQVLGHULQJ�WKH�QXPHURXV�FRQGLWLRQDO�DUUDQJHPHQWV��RUGHUV�RIWHQ�XVHG�WD[�H[HPSWLRQV�WR�RSWLPL]H�SDUWLHV
�LQFRPHV�RYHU�WLPH��LQ�H[SHFWDWLRQ�RI�FKDQJLQJ�FLUFXPVWDQFHV��2FFDVLRQDOO\�WD[�H[HPSWLRQV�ZHUH�XVHG�DV�LQFHQWLYHV�WR�HQFRXUDJH�FRQWLQXHG�SD\PHQW�RI�FKLOG�VXSSRUW��
��������6WDWH�&DVH�6DPSOLQJV�RQ�'HYLDWLRQV
7D[�H[HPSWLRQV�ZHUH�QRW�VLJQLILFDQW�IDFWRUV�IRU�DQ�RYHUZKHOPLQJ�PDMRULW\�RI�6WDWH�FDVH�VDPSOLQJV�RQ�GHYLDWLRQV��2I�WKH����6WDWHV�WKDW�VXEPLWWHG�LQIRUPDWLRQ�WR�WKH�$%$��RQO\�.DQVDV�IRXQG�WD[�H[HPSWLRQV�WR�EH�D�VLJQLILFDQW�GHYLDWLRQ�IDFWRU��)XUWKHUPRUH��LQ�.DQVDV��WD[�H[HPSWLRQV�ZHUH�WKH�PRVW�IUHTXHQW�UHDVRQ�IRU�GHYLDWLRQ�����SHUFHQW�RI����GHYLDWLRQ�FDVHV���$OO�UHVSRQGHQWV²SDUHQWV��DWWRUQH\V��DQG�MXGJHV²WR�D�ZULWWHQ�VXUYH\�LQ�.DQVDV�DOVR�OLVWHG�WD[�H[HPSWLRQV�DV�WKH�PRVW�IUHTXHQW�UHDVRQ�RU�WKH�VHFRQG�PRVW�IUHTXHQW�UHDVRQ�IRU�GHYLDWLRQ��$�����±���VWXG\�RI�������GHYLDWLRQ�FDVHV�LQ�9LUJLQLD�DOVR�IRXQG�WKDW�WD[�FRQVHTXHQFHV�ZHUH�DPRQJ�WKH��WRS�ILYH��OLVWHG�GHYLDWLRQ�IDFWRUV��+RZHYHU��WD[�FRQVLGHUDWLRQV�DIIHFWHG�DZDUGV�LQ�RQO\���SHUFHQW�RI�WKH�FDVHV��IHZHU�WKDQ�WKH�WRS�WZR�GHYLDWLRQ�IDFWRUV��L�H���D�ZULWWHQ�DJUHHPHQW�DQG�DFWXDO�PRQHWDU\�VXSSRUW�WR�RWKHU�FKLOGUHQ��UHSUHVHQWLQJ����SHUFHQW�DQG��� SHUFHQW��UHVSHFWLYHO\���
������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV
7D[�H[HPSWLRQV�UHVXOWLQJ�IURP�FKLOG�VXSSRUW�DUH�IUHTXHQWO\�DGGUHVVHG�E\�GHFLVLRQPDNHUV�LQ�VHYHUDO�6WDWHV��DOWKRXJK�VRPH�6WDWHV�UDUHO\�FRQVLGHU�WD[�H[HPSWLRQV��7KH�ORZ�LQFLGHQFH�LQ�VXFK�6WDWHV�PD\�VLPSO\�UHIOHFW�WKH�GRFXPHQWDWLRQ�WKDW�&65�UHFHLYHG��QRW�WKH�WUXH�IUHTXHQF\��,Q�:DVKLQJWRQ�6WDWH��IRU�H[DPSOH��WKH�VWDQGDUG�GRFXPHQW�IRU�FRXUW�RUGHUV�DGGUHVVHV�WKLV�LVVXH��,Q�RWKHU�6WDWHV�ZKHUH�RUGHUV�DUH�QRW�VWDQGDUG��WD[�H[HPSWLRQ�DOORFDWLRQ�RIWHQ�LV�QRW�GLVFXVVHG��
,W�LV�UHFRPPHQGHG�WKDW�6WDWH�JXLGHOLQHV�WUHDW�WD[�H[HPSWLRQV�DQG�RWKHU�WD[�UHODWHG�FRQVLGHUDWLRQV�LQ�D�FRQVLVWHQW�PDQQHU��
����&8672'<�$1'�9,6,7$7,21
6WDWH�JXLGHOLQH�UHYLHZ�WHDPV�VSHQW�D�JUHDW�GHDO�RI�WLPH�GHEDWLQJ�WKH�ZD\�WKDW�FKLOG�VXSSRUW�JXLGHOLQHV�VKRXOG�EH�DSSOLHG�WR�YDULRXV�FXVWRGLDO�DUUDQJHPHQWV²LW�ZDV�WKH�WKLUG�PRVW�IUHTXHQWO\�GLVFXVVHG�LVVXH��
6ROH�FXVWRG\�KDV�UHFHQWO\�EHHQ�WKH�PRVW�FRPPRQ�FXVWRG\�DUUDQJHPHQW��,Q�WKLV�FXVWRG\�VFHQDULR��RQH�SDUHQW�KDV�SULPDU\�SK\VLFDO�FXVWRG\�RI�WKH�FKLOG�UHQ��DQG�WKH�RWKHU�SDUHQW�KDV�JHQHUDO�YLVLWDWLRQ�SULYLOHJHV��2IWHQ�WKLV�YLVLWDWLRQ�SHULRG�FRQVLVWV�RI�DOWHUQDWH�ZHHNHQGV��GHVLJQDWHG�KROLGD\V��DQG���ZHHNV�LQ�WKH�VXPPHU ZLWK�WKH�1&3��0RVW�JXLGHOLQHV�DVVXPH�D�OHYHO�RI�YLVLWDWLRQ�EHWZHHQ�WKH�FKLOG�DQG�WKH�REOLJRU�ZLWKRXW�DQ\�LPSDFW�RQ�WKH�VXSSRUW�DPRXQW��*XLGHOLQHV�GLIIHU�UHJDUGLQJ�KRZ�PXFK�YLVLWDWLRQ�LV�EXLOW�LQWR�WKH�EDVLF�JXLGHOLQH�DZDUG�DQG�KRZ�DGGLWLRQDO�YLVLWDWLRQ�GD\V�DIIHFW�WKH�JXLGHOLQH�DZDUG��
,QFUHDVLQJO\��IDPLOLHV�DUH�HVWDEOLVKLQJ�MRLQW�FXVWRG\�DUUDQJHPHQWV��L�H���VLWXDWLRQV�LQ�ZKLFK�WKH�SDUHQWV�VKDUH�OHJDO�DQG�SK\VLFDO�FXVWRG\�RI�WKH�FKLOGUHQ���5HFHQW�&HQVXV�%XUHDX�GDWD�VKRZ�WKDW����SHUFHQW�RI�QRQFXVWRGLDO�PRWKHUV�DQG����SHUFHQW�RI�QRQFXVWRGLDO�IDWKHUV�KDG�YLVLWDWLRQ�SULYLOHJHV��MRLQW�FXVWRG\��RU�ERWK��>�&HQVXV�%XUHDX��8�6��'HSDUWPHQW�RI�&RPPHUFH��������&KLOG�6XSSRUW�IRU�&XVWRGLDO�0RWKHUV�DQG�)DWKHUV���������&XUUHQW�3RSXODWLRQ�5HSRUWV��&RQVXPHU�,QFRPH��6HULHV�3�����1R�������$XJXVW��:DVKLQJWRQ��'&��8�6��*RYHUQPHQW�3ULQWLQJ�2IILFH�@�6WDWH�UHYLHZ�WHDPV�UHFRJQL]HG�WKH�JURZWK�RI�MRLQW�FXVWRG\�DQG�H[WHQGHG�YLVLWDWLRQ��7KH\�DOVR�UHFRJQL]HG�WKDW�ZKHUH�WKH�JXLGHOLQHV�GLG�QRW�DFFRXQW�IRU�WKLV�W\SH�RI�DUUDQJHPHQW��LQFRQVLVWHQFLHV�DQG�LQHTXLWLHV�ZHUH�SUHYDOHQW��6WDWH�UHYLHZHUV�GLVFXVVHG�D�QXPEHU�RI�LVVXHV�UHJDUGLQJ�MRLQW�FXVWRG\�RU�H[WHQGHG�YLVLWDWLRQ�DUUDQJHPHQWV��7KH�PDLQ�FRQFHUQ�ZDV�WKH�LPSDFW�WKDW�H[WHQGHG�YLVLWDWLRQ��L�H���YLVLWDWLRQ�WKDW�H[FHHGV�D�WKUHVKROG�HVWDEOLVKHG IRU�XVXDO�YLVLWDWLRQ��KDG�RQ�WKH�JXLGHOLQH�VXSSRUW�DPRXQW��)RU�H[DPSOH��SDUHQWV�PD\�H[WHQG�WKH�SHULRG�RI�YLVLWDWLRQ�E\�LQFUHDVLQJ�WKH�SHULRG�RI�WLPH�WKDW�WKH�FKLOG�VSHQGV�ZLWK�WKH�1&3�GXULQJ�WKH�VXPPHU�RU�WKH�QXPEHU�RI�GD\V�RU�QLJKWV�WKDW�WKH�FKLOG�VSHQGV ZLWK�WKH�1&3�GXULQJ�WKH�VFKRRO�\HDU��6XFK�H[WHQGHG�YLVLWDWLRQ�PD\�LQFUHDVH�H[SHQVHV�IRU�WKH�1&3�DQG�PD\�GHFUHDVH�H[SHQVHV�IRU�WKH�&3��
6RPH�6WDWHV�DOVR�FRQVLGHUHG�WKH�FDOFXODWLRQ�RI�VXSSRUW�ZKHQ�HDFK�SDUHQW�KDV�RQH�RU�PRUH�FKLOGUHQ�IURP�WKH�UHODWLRQVKLS� 7KLV�DUUDQJHPHQW�LV�RIWHQ�UHIHUUHG�WR�DV��VSOLW�FXVWRG\���*XLGHOLQHV�LQ�WKH�VWXG\�6WDWHV�GLIIHUHG�LQ�WKHLU�WUHDWPHQW�RI�VSOLW�FXVWRG\�DQG�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�DUUDQJHPHQWV��0RVW�WUHDWHG�WKH�DUUDQJHPHQWV�DV�D�UHDVRQ�WR�GHYLDWH�IURP�WKH�JXLGHOLQH�DPRXQW��
([WHQGHG�YLVLWDWLRQ�RU�VSOLW�FXVWRG\�DUUDQJHPHQWV�ZHUH�UDUH�LQ�WKH����VWXG\�FRXQWLHV��DV�VKRZQ�LQ�([KLELW�������IROORZLQJ�WKLV�SDJH��7KH�GLVWULEXWLRQ�RI�WKHVH�FDVHV�E\�FXVWRG\�DUUDQJHPHQW�LV�VKRZQ�LQ�([KLELW��������7KHVH�DUUDQJHPHQWV�ZHUH�PRUH OLNHO\�WR�DULVH�LQ�QRQ�,9�'�FDVHV�WKDQ�LQ�,9�'�FDVHV��>�7KLV�UHVXOW�PD\�EH�LQIOXHQFHG�E\�WKH�SURKLELWLRQ�RI�6WDWH�FKLOG�VXSSRUW�DJHQFLHV�XVLQJ�)HGHUDO�,9�'�IXQGV�IRU�
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VHUYLFHV�UHODWHG�WR�YLVLWDWLRQ�DQG�FXVWRG\�@�DQG�WKH\�XVXDOO\�UHVXOWHG�LQ�D�GRZQZDUG�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�DPRXQW��,Q�FRQWUDVW�WR�WKH�GDWD��PRVW�UHVSRQGHQWV�LQWHUYLHZHG�E\�WKH�$%$�VWDWHG�WKDW�VKDUHG�FXVWRG\�DUUDQJHPHQWV�DUH�IUHTXHQWO\�XVHG�DV�UHDVRQV�IRU�GHYLDWLRQ�UHTXHVWV��1&3V�RIWHQ�UDWHG�WKHP�DV�WKH�PRVW�FRPPRQ�EDVLV�IRU�GHYLDWLRQ�UHTXHVWV��+RZHYHU��&3V�RIWHQ�UHPDUNHG�WKDW�1&3V�UHFHLYHG�D�FUHGLW�RU�GHYLDWLRQ�UHODWHG�WR�D�VKDUHG�FXVWRG\�DQG�H[WHQGHG�YLVLWDWLRQ�DUUDQJHPHQW�ZLWKRXW�SURYLGLQJ�SURRI�RI�WKH�DUUDQJHPHQW��LQ�UHDOLW\��WKH�&3V�FRPSODLQHG��QR�FXVWRG\�RU�YLVLWDWLRQ�ZDV�RFFXUULQJ�
7KH�DERYH�UHVXOWV�ZHUH�FRQVLVWHQW�ZLWK�VWXGLHV�FRQGXFWHG�DW�WKH�6WDWH�OHYHO��%DVHG�RQ�ILQGLQJV�RI�FDVH�VDPSOLQJV�FRQGXFWHG�E\�WKH�6WDWHV��FXVWRG\�DUUDQJHPHQWV�ZHUH�QRW�XVXDOO\�WKH�PDLQ�UHDVRQV�IRU�GHYLDWLRQ��+RZHYHU��WKH�IDFWRU�ZDV�IUHTXHQWO\�UDLVHG�E\�UHVSRQGHQWV�WR�6WDWH�ZULWWHQ�VXUYH\V��
�����&XVWRG\�DQG�9LVLWDWLRQ�,VVXHV�DQG�)LQGLQJV�)URP�6WDWHV�DQG�6WXG\�6LWHV
7KLV�VHFWLRQ�GLVFXVVHV�LVVXHV�DQG�ILQGLQJV�IURP�JXLGHOLQH�UHYLHZV�DQG�VWXG\�6WDWHV�UHJDUGLQJ�FKLOG�FXVWRG\�DQG�YLVLWDWLRQ��
�������*XLGHOLQH�5HYLHZV
7KLV�VHFWLRQ�GLVFXVVHV�JXLGHOLQH�UHYLHZ�ILQGLQJV�UHJDUGLQJ�VROH�DQG�MRLQW�FXVWRG\�YLVLWDWLRQ��
6ROH�&XVWRG\�9LVLWDWLRQ
%HFDXVH�VROH�FXVWRG\�LV�D�FRPPRQ�FXVWRG\�DUUDQJHPHQW��LW�ZDV�GLVFXVVHG�PRVW�IUHTXHQWO\�GXULQJ�UHYLHZV��,Q�WKH�VROH�FXVWRG\�YLVLWDWLRQ�VFHQDULR��RQH�SDUHQW�KDV�SULPDU\�SK\VLFDO�FXVWRG\�RI�WKH�FKLOG�DQG�WKH�RWKHU�SDUHQW�KDV�JHQHUDO�YLVLWDWLRQ�SULYLOHJHV��%HFDXVH�TXHVWLRQV�DURVH�DERXW�ZKHQ�WKH�REOLJRU�VKRXOG�UHFHLYH�DQ�DEDWHPHQW�IRU�YLVLWDWLRQ�H[SHQVHV��WKH�6WDWH�UHYLHZ�FRPPLWWHHV�QHHGHG�WR�GHWHUPLQH�ZKHWKHU�WKH�EDVLF�FKLOG�VXSSRUW�DZDUG�LQFOXGHG�DQ\�SURYLVLRQ�IRU�WKHVH�YLVLWDWLRQ�H[SHQVHV��0RVW�UHYLHZ�WHDPV�FRQFOXGHG�WKDW�WKHLU�JXLGHOLQHV�GLG�LQFOXGH�VRPH�OHYHO�RI�YLVLWDWLRQ�EHWZHHQ�WKH�FKLOG�DQG�WKH�REOLJRU��+RZHYHU��GLIIHUHQFHV�DURVH�UHJDUGLQJ�KRZ�PXFK�YLVLWDWLRQ�ZDV�EXLOW�LQWR�WKH�EDVLF�JXLGHOLQH�DZDUG�DQG�WKH�H[WHQW�YLVLWDWLRQ�EH\RQG�WKDW�WKUHVKROG�DPRXQW�ZRXOG�DIIHFW�WKH�JXLGHOLQH�DZDUG��
:LWK�UHVSHFW�WR�ZKDW�FRQVWLWXWHV��QRUPDO��YLVLWDWLRQ��6WDWHV�FLWHG�VXFK�DPRXQWV�DV����QLJKWV�SHU�\HDU�����SHUFHQW�RI�D�PRQWK��RU�EHWZHHQ�����DQG�����GD\V�SHU�\HDU��2QFH�WKH�REOLJRU�PHW�WKDW�OHYHO�RI�YLVLWDWLRQ��VRPH�UHYLHZHUV�ZRXOG�DOORZ�QR�DEDWHPHQW��UHDVRQLQJ�WKDW�YLVLWDWLRQ�EH\RQG�HYHU\�RWKHU�ZHHNHQG�DQG���ZHHNV�LQ�WKH�VXPPHU�GRHV�QRW�QHFHVVDULO\�WUDQVODWH�LQWR�DQ�H[SHQVH�VKDULQJ�VLWXDWLRQ��$QRWKHU�DSSURDFK�ZRXOG�EH�WR�OHDYH�WKH�LVVXH�RI�VXSSRUW�DEDWHPHQW�WR�WKH�GLVFUHWLRQ�RI�WKH�WULHU�RI�IDFW��)LQDOO\��RQH�6WDWH��$UNDQVDV��SHUPLWWHG�D����SHUFHQW�DEDWHPHQW�RI�VXSSRUW�IRU�DQ�H[WHQGHG�YLVLWDWLRQ�VLWXDWLRQ��
-RLQW�&XVWRG\�([WHQGHG�9LVLWDWLRQ
6WDWH�UHYLHZ�WHDPV�UHFRJQL]HG�WKDW�LQFUHDVLQJ�QXPEHUV�RI�IDPLOLHV�KDYH�MRLQW�FXVWRG\�DUUDQJHPHQWV�LQ�ZKLFK�WKH�SDUHQWV�VKDUH�OHJDO�DQG�SK\VLFDO�FXVWRG\�RI�WKH�FKLOGUHQ��+RZHYHU��JXLGHOLQHV�LQ�PDQ\�6WDWHV�GLG�QRW�VHHP�WR�DFFRXQW�IRU�WKLV�W\SH�RI�DUUDQJHPHQW��DQG��DV�D�UHVXOW��LQFRQVLVWHQFLHV�DQG�LQHTXLWLHV�ZHUH�SUHYDOHQW��6WDWHV�GLVFXVVHG�PDQ\�LVVXHV�LQ�WKLV�UHJDUG��
7KH�ILUVW�SRLQW�UDLVHG�E\�6WDWH�UHYLHZ�WHDPV�ZDV�WKH�PHDQLQJ�RI�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�IRU�FKLOG�VXSSRUW�SXUSRVHV��5HYLHZHUV�FRQFOXGHG�WKDW�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�ZDV�DQ\�FXVWRGLDO�DUUDQJHPHQW�WKDW�H[FHHGHG�WKH�YLVLWDWLRQ�WKUHVKROG�VHW�IRU�WKH�VROH�FXVWRG\�VFHQDULR��7KHUHIRUH��LI�D�6WDWH
V�VROH�FXVWRG\�FDWHJRU\�DQWLFLSDWHV�YLVLWDWLRQ�IRU����SHUFHQW�RI�WKH�\HDU��WKHQ�MRLQW�SK\VLFDO�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�LV�FRQVLGHUHG�WR�EH�DQ\WKLQJ�DERYH�WKDW�OHYHO��
7KH�VHFRQG�LVVXH�ZDV�KRZ�WR�FDOFXODWH�VXSSRUW�DIWHU�D�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�DUUDQJHPHQW�ZDV�HYLGHQW��6HYHUDO�6WDWHV�LQVWLWXWHG�VSHFLILF�FDOFXODWLRQV�IRU�HDFK�VLWXDWLRQ��)RU�LQVWDQFH��VRPH�6WDWHV�UHFRPPHQGHG�WKH�XVH�RI�D�PXOWLSOLHU��VXFK�DV������WR�DUULYH�DW�WKH�VXSSRUW�DZDUG�DPRXQW��%\�LQFUHDVLQJ�WKH�EDVLF�VXSSRUW�DPRXQW�E\����SHUFHQW��WKH�6WDWH�DWWHPSWHG�WR�UHFRJQL]H�WKH�LQFUHDVHG�FRVW�RI�PDLQWDLQLQJ�WZR�KRXVHKROGV��7KXV��D���������VXSSRUW�DZDUG�LQ�D�VROH�FXVWRG\�FDVH�ZRXOG�EHFRPH�D���������DZDUG�LQ�D�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�FDVH��7KH���������ZRXOG�WKHQ�EH�DOORFDWHG�EHWZHHQ�WKH�SDUHQWV�EDVHG�RQ�WKH�DPRXQW�RI�WLPH�WKH�FKLOG�VSHQGV�ZLWK�HDFK�SDUHQW��$W�OHDVW�RQH�RWKHU�6WDWH�WHDP�IHOW�WKDW�HDFK�SDUHQW�VKRXOG�UHWDLQ�RQH�KDOI�RI�WKH�UHVSHFWLYH�VXSSRUW�REOLJDWLRQ�LQ�MRLQW�SK\VLFDO�FXVWRG\�FDVHV��>�7R�EH�HQWHUHG�LQ�9ROXPH�,,��3DUW�$�RI�WKLV�UHSRUW@�
6RPH�6WDWHV��KRZHYHU��UHMHFWHG�WKH�XVH�RI�D�PXOWLSOLHU��DQG�IHOW�WKDW�WKH�LVVXH�RI�RIIVHWWLQJ�FKLOG�VXSSRUW�LQ�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�FDVHV�VKRXOG�EH�PDGH�DW�WKH�GLVFUHWLRQ�RI�WKH�WULHU�RI�IDFW��2QH�UHDVRQ�IRU�WDNLQJ�WKH�GLVFUHWLRQDU\�DSSURDFK�ZDV�WKDW��ZKLOH�WKH�REOLJRU�PLJKW�LQFXU�VRPH�DGGLWLRQDO�H[SHQVHV��MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�GRHV�QRW�DOZD\V�PDUNHGO\�UHGXFH�WKH�REOLJHH
V�KRXVHKROG�H[SHQVHV��7KHUHIRUH��WKH�WULHU�RI�IDFW�PXVW�EH�DEOH�WR�HYDOXDWH�WKH�IDFWV�RI�WKH�SDUWLFXODU�FDVH�LQ�RUGHU�WR�VHW�WKH�DSSURSULDWH�DEDWHPHQW�DPRXQW��
,Q�D�UHODWHG�LVVXH��RQH�6WDWH�FRPPLWWHH�FRQVLGHUHG�WKH�HIIHFWV�RI�DQ�H[SHFWHG�MRLQW�SK\VLFDO�FXVWRG\�WKDW�GRHV�QRW�RFFXU��:KHQ�WKH�REOLJRU�IDLOV�WR�IROORZ�WKURXJK�ZLWK�WKH�DUUDQJHPHQW�IRU�ZKLFK�VKH�KDV�UHFHLYHG�DQ�DEDWHPHQW��ZKDW�KDSSHQV"�7KH�UHYLHZ�WHDP�UHFRPPHQGHG�WKDW�LWV�JXLGHOLQH�LQFRUSRUDWH�D�VROXWLRQ²WKH�VLWXDWLRQ�ZRXOG�EH�JURXQGV�IRU�D�PRGLILFDWLRQ�RI�VXSSRUW�DV�ORQJ�DV�WKH�REOLJHH�GLG�QRW�GHQ\�WKH�LQWHUDFWLRQ�EHWZHHQ�WKH�REOLJRU�DQG�FKLOG��
��������6WXG\�6WDWHV
7KLV�VHFWLRQ�GLVFXVVHV�WKH�JXLGHOLQH�PHWKRGRORJ\��LQFLGHQFH�LQ�FDVH�UHFRUGV��DQG�FRPSOLDQFH�ZLWK�JXLGHOLQH�PHWKRGRORJ\�ZLWK�UHJDUG�WR�FXVWRG\�DQG�YLVLWDWLRQ��
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*XLGHOLQH�0RGHOV
2I�WKH����VWXG\�6WDWHV��RQO\�:LVFRQVLQ�KDG�JXLGHOLQHV�UHTXLULQJ�D�QXPHULFDO�DGMXVWPHQW�WR�WKH�JXLGHOLQH�DPRXQW�EDVHG�RQ�WKH�QXPEHU�RI�GD\V�WKDW�WKH�FKLOG�VSHQW�ZLWK�WKH�1&3��7KH�JXLGHOLQHV�SUHVFULEHG�D�SHUFHQWDJH�IRU�GHFUHDVLQJ�WKH�FKLOG�VXSSRUW�REOLJDWLRQ��XVLQJ�D��VKDUHG�WLPH�IRUPXOD��EDVHG�RQ�WKH�SHUFHQWDJH�RI�RYHUQLJKW�VWD\V�LQ���\HDU��UDQJLQJ�IURP����SHUFHQW�WR����SHUFHQW�RI�WKH�\HDU��VSHQW�ZLWK�WKH�1&3��6L[�6WDWHV�>�$UNDQVDV��0DVVDFKXVHWWV��0LVVRXUL��1HZ�+DPSVKLUH��1HZ�-HUVH\��DQG�:DVKLQJWRQ�@�SURYLGHG�WKDW�HLWKHU�MRLQW�FXVWRG\�DUUDQJHPHQWV�RU�H[WHQGHG�YLVLWDWLRQ�DUH�D�UHDVRQ�WR�GHYLDWH�IURP�WKH�JXLGHOLQH�DPRXQW�RU�WKDW�WKH�JXLGHOLQHV�RQO\�DSSO\�WR�WKH�XVXDO�FXVWRG\�DUUDQJHPHQWV��)RXU�6WDWHV
�JXLGHOLQHV�>�'HODZDUH��)ORULGD��0LQQHVRWD��DQG�3HQQV\OYDQLD@�GLG�QRW�DGGUHVV�MRLQW�VKDUHG�FXVWRG\�DUUDQJHPHQWV��VHH�7DEOH�*��� LQ�$SSHQGL[�*�IRU�H[FHUSWV�IURP�HDFK�6WDWH
V�JXLGHOLQHV���
,Q�DGGLWLRQ��WKUHH�6WDWHV�H[SOLFLWO\�DGGUHVVHG�H[WUDRUGLQDU\�WUDYHO�FRVWV�LQ�WKHLU�JXLGHOLQHV��,Q�0DVVDFKXVHWWV��$UNDQVDV��DQG�:LVFRQVLQ��WKHVH�FRVWV�ZHUH�FRQVLGHUHG�JURXQGV�IRU�D�GHYLDWLRQ��1HZ�+DPSVKLUH�JXLGHOLQHV�DXWKRUL]HG�GHYLDWLRQV�GXH�WR�H[WUDRUGLQDU\�FRVWV�UHODWHG�WR�WKH�1&3
V�FXVWRG\�DUUDQJHPHQWV��
,QFLGHQFH�LQ�&DVH�5HFRUGV
-RLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�DUUDQJHPHQWV�ZHUH�UDUH�LQ�WKH����VWXG\�6WDWHV��-RLQW�SK\VLFDO�FXVWRG\�DUUDQJHPHQWV�ZHUH�SUHVHQW�LQ�PRUH�WKDQ���SHUFHQW�RI�WKH�FDVHV�LQ�RQO\�WZR�FRXQWLHV��>�����SHUFHQW�LQ�RQH�0LVVRXUL�FRXQW\�DQG�����SHUFHQW�LQ�RQH�1HZ�+DPSVKLUH�FRXQW\@�,Q�FRQWUDVW��PRVW�UHVSRQGHQWV�RI�WKH�$%$�LQWHUYLHZ�VWDWHG�WKDW�VKDUHG�FXVWRG\�DUUDQJHPHQWV�ZHUH�IUHTXHQW�UHDVRQV�IRU�D�GHYLDWLRQ�UHTXHVW��,Q�DGGLWLRQ��DFFRUGLQJ�WR�LQWHUYLHZV��1&3V�LQ�$UNDQVDV�EHOLHYHG�WKDW�FUHGLW�VKRXOG�EH�JLYHQ�LQ�WKH�FDVH�RI�DQ�H[WHQGHG�VWD\�EHFDXVH�WKH�VLWXDWLRQ�FUHDWHG�DGGLWLRQDO�VHFRQG�KRXVHKROG�H[SHQVHV��&3V�LQ�'HODZDUH��KRZHYHU� VWDWHG�WKDW�1&3V�DUH�RIWHQ�JUDQWHG�FUHGLW�RU�GHYLDWLRQ�ZLWKRXW�SURYLGLQJ�SURRI��ZKHQ�LQ�UHDOLW\��QR�FXVWRG\�RU�YLVLWDWLRQ�RFFXUV��7UDQVSRUWDWLRQ�FRVWV�IRU�YLVLWDWLRQ�SXUSRVHV�ZHUH�FRQVLGHUHG�LQ�RUGHUV�RI����FRXQWLHV��EXW�H[FHHGHG���SHUFHQW�RI�WKH�FDVHV�LQ�RQO\�RQH�FRXQW\�LQ�1HZ�+DPSVKLUH��$OWKRXJK�LQ�HYHU\�FRXQW\�DW�OHDVW�RQH�FDVH�LQYROYLQJ�WUDQVSRUWDWLRQ�FRVWV�ZDV�DQ�LQWHUVWDWH�FDVH��PRVW�LQWHUVWDWH�FDVHV�GLG�QRW�LQYROYH�WUDQVSRUWDWLRQ�FRVWV��
1HDUO\�WZR�WKLUGV�RI�WKH�FDVHV�LQYROYLQJ�H[WHQGHG�YLVLWDWLRQ DUUDQJHPHQWV�DQG�PRUH�WKDQ�WKUHH�IRXUWKV�RI�WKH�MRLQW�SK\VLFDO�FXVWRG\�FDVHV�LQ�WKH����VWXG\�6WDWHV�ZHUH�QRQ�,9�'�FDVHV��DOWKRXJK�LQ�RQH�FRXQW\�LQ�:LVFRQVLQ��WZR�WKLUGV�RI�WKHVH�FDVHV�ZHUH�,9�'�QRQ�$)'&�FDVHV��2QH�WKLUG�RI�WKH�MRLQW�FXVWRG\�H[WHQGHG�YLVLWDWLRQ�FDVHV�ZHUH�SUR�VH��ZKLOH�PRUH�WKDQ�RQH�KDOI�RI�WKH�FDVHV�LQYROYHG�D�SULYDWH�RU�OHJDO�VHUYLFH�DWWRUQH\��
&RPSOLDQFH�:LWK�*XLGHOLQH�0HWKRGRORJ\
%DVHG�RQ�WKH�FDVH�UHFRUGV��WKH�PRVW�FRPPRQ�PHWKRGV�IRU�KDQGOLQJ�WKHVH�VLWXDWLRQV�ZHUH�����DEDWHPHQW�RI�WKH�1&3
V�FKLOG�VXSSRUW�FRVWV�GXULQJ�SHULRGV�RI�H[WHQGHG�YLVLWDWLRQ������GHYLDWLRQV�IURP�WKH�JXLGHOLQH�DPRXQW��DQG�����XVH�RI�QXPHULFDO�IRUPXODV��LQFOXGLQJ�DQ�RIIVHW�DQG�:LVFRQVLQ
V�VKDUHG�WLPH�IRUPXOD��0RVW�IUHTXHQWO\��FXVWRG\�LVVXHV�UHVXOWHG�LQ�GHYLDWLRQV�LQ�DOO�6WDWHV�H[FHSW�'HODZDUH�DQG�)ORULGD��UHJDUGOHVV�RI�ZKHWKHU�WKH\�ZHUH�OLVWHG�LQ�WKH�JXLGHOLQHV�DV�GHYLDWLRQ�UHDVRQV��,Q�IRXU�FRXQWLHV��WKHVH�LVVXHV�DURVH�LQ���SHUFHQW�WR����SHUFHQW�RI�FDVHV��>�2QH�FRXQW\�LQ�0LVVRXUL��WZR�LQ�1HZ�+DPSVKLUH��DQG�RQH�LQ�:DVKLQJWRQ@�,Q�1HZ�+DPSVKLUH��PDQ\�GHYLDWLRQV�ZHUH�KDQGOHG�E\�RIIVHWWLQJ�WKH�REOLJDWLRQV�RI�WKH�WZR�SDUWLHV��RU�E\�VHWWLQJ�DQ�DZDUG�DPRXQW�RI�]HUR��,Q�WKH�UHPDLQGHU�RI�FRXQWLHV�WKH�LQFLGHQFH�ZDV�OHVV�WKDQ���SHUFHQW��,Q�SDUWLFXODU��LQ�:LVFRQVLQ��ZKHUH�H[WHQGHG�YLVLWDWLRQ�LV�KDQGOHG�E\�D�QXPHULFDO�IRUPXOD��WZR�RI�WKH�WKUHH�H[WHQGHG�FXVWRG\�FDVHV�XVHG�WKH�IRUPXOD��ZKLOH�WKH�WKLUG�XVHG�D�GHYLDWLRQ��
$EDWHPHQW�ZDV�PRVW�IUHTXHQWO\�XVHG�LQ�DGGUHVVLQJ�H[WHQGHG�YLVLWDWLRQ�LQ�0LVVRXUL��>����SHUFHQW�RI�WKH�H[WHQGHG�YLVLWDWLRQ�FDVHV�LQ�0LVVRXUL�ZHUH�KDQGOHG�XVLQJ�DEDWHPHQW��@�,Q�RQH�FDVH��WKH�1&3
V�REOLJDWLRQ�ZDV�DEDWHG�GXULQJ�WKH�VXPPHU�PRQWKV��ZKHQ�KH�KDG�WKH�FKLOGUHQ�OLYLQJ�ZLWK�KLP��LQ�D�VHFRQG�FDVH�WKH�REOLJDWLRQ�ZDV�DEDWHG�ZKHQHYHU�WKH�1&3�KDG�WKH�FKLOGUHQ�ZLWK�KLP�IRU�PRUH�WKDQ���ZHHNV��
7UDQVSRUWDWLRQ�FRVWV�UHODWHG�WR�YLVLWDWLRQ�DSSHDU�WR�EH�PRVW�FRPPRQO\�KDQGOHG�E\�KDYLQJ�WKH�1&3�SD\�����SHUFHQW�RI�WKH�FRVWV�RU�E\�KDYLQJ�ERWK�SDUHQWV�VSOLW�WKH�FRVWV��������7UDQVSRUWDWLRQ�FRVWV�IRU�YLVLWDWLRQ�UHDVRQV�ZHUH�XVHG�DV�UHDVRQV�IRU�GHYLDWLRQV�LQ�ILYH�6WDWHV��$UNDQVDV��0DVVDFKXVHWWV��0LQQHVRWD��1HZ�+DPSVKLUH��DQG�:LVFRQVLQ���DOWKRXJK�WKLV�UHDVRQ�IRU�GHYLDWLRQ�ZDV�XVHG�LQ�IHZHU�WKDQ���SHUFHQW�RI�WKH�FDVHV��
��������6SOLW�&XVWRG\
6SOLW�FXVWRG\�ZDV�DQDO\]HG�LQ�WKH�6WDWH�JXLGHOLQH�UHYLHZV�DQG�LQ�WKH�FDVH�UHFRUG�GDWD��
*XLGHOLQH�5HYLHZV
6WDWHV�FRQVLGHUHG�WKH�FDOFXODWLRQ�RI�VXSSRUW�ZKHQ�HDFK�SDUHQW�KDV�RQH�RU�PRUH�FKLOGUHQ�IURP�WKH�UHODWLRQVKLS��7KH�DSSURDFKHV�WR�DGGUHVVLQJ�VSOLW�FXVWRG\�UHFRPPHQGHG�E\�UHYLHZ�WHDPV�GLIIHUHG��WKHUH�ZDV�QR�WUHQG��
2QH�DSSURDFK�ZDV�WR�FDOFXODWH�VHSDUDWH�VXSSRUW�RUGHUV�IRU�HDFK�KRXVHKROG��7KH�SDUHQW�ZLWK�WKH�ODUJHU�REOLJDWLRQ�ZRXOG�SD\�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�DZDUGV�WR�WKH�RWKHU�SDUHQW��$GG�RQ�H[SHQVHV�ZRXOG�EH�SURUDWHG�EHWZHHQ�WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�LQFRPHV��
$QRWKHU�RSWLRQ�LQ�VSOLW�FXVWRG\�FDVHV�ZDV�WR�FDOFXODWH�D�VLQJOH�VXSSRUW�RUGHU�IRU�DOO�FKLOGUHQ�DQG�WKHQ�GLYLGH�WKDW�DZDUG�E\�WKH�QXPEHU�RI�FKLOGUHQ�SUHVHQW�LQ�HDFK�KRPH��7KLV�DSSURDFK�ZDV�UHMHFWHG�LQ�IDYRU�RI�WKH�SUHYLRXV�DSSURDFK��
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$�WKLUG�DSSURDFK�WR�DGGUHVVLQJ�WKHVH�FDVHV�LQYROYHG�D�VHSDUDWH�FKLOG�VXSSRUW�RUGHU�FDOFXODWLRQ�IRU�HDFK�FKLOG��7KH�DPRXQW�SHU�KRXVHKROG�ZRXOG�WKHQ�EH�WDOOLHG�DQG�WKH�SDUHQW�ZLWK�WKH�ODUJHU�REOLJDWLRQ�ZRXOG�SD\�WKH�GLIIHUHQFH�WR�WKH�RWKHU�SDUHQW��
6WXG\�6WDWHV
7KUHH�6WDWHV²0LVVRXUL��3HQQV\OYDQLD��DQG�:LVFRQVLQ²UHTXLUH�WKH�GHFLVLRQPDNHU�WR�FRPSXWH�DZDUGV�XVLQJ�WZR�ZRUNVKHHWV�LQ�VSOLW�FXVWRG\�FDVHV��7KH�DZDUGV�DUH�WKHQ�RIIVHW��DQG�WKH�SDUHQW�ZLWK�WKH�ODUJHU�REOLJDWLRQ�SD\V�WKH�GLIIHUHQFH��7KH�UHPDLQGHU�RI�WKH�6WDWHV�ODFNHG�D�QXPHULFDO�IRUPXOD�IRU�WUHDWLQJ�VSOLW�FXVWRG\�FDVHV��7KH\�HLWKHU�GLG�QRW�DGGUHVV�WKH�LVVXHV��VWDWH�WKDW�VSOLW�FXVWRG\�DUUDQJHPHQWV�DUH�D�UHDVRQ�WR�GHYLDWH��RU�LQGLFDWH�WKDW�JXLGHOLQHV�RQO\�DSSO\�WR�WKH�XVXDO�FXVWRG\�DUUDQJHPHQWV��
2I�WKH�WKUHH�6WDWHV�WKDW�JLYH�VSHFLILF�GLUHFWLRQV�UHJDUGLQJ�VSOLW�FXVWRG\�DUUDQJHPHQW��WKH�GHFLVLRQPDNHUV�QHDUO\�DOZD\V�IROORZHG�WKH�JXLGHOLQH�PDQGDWH��,Q�:LVFRQVLQ��ZKHUH�RUGHUV�DUH�IUHTXHQWO\�H[SUHVVHG�DV�SHUFHQWDJHV�RI�JURVV�LQFRPH��WKH�QXPHULFDO�FRPSXWDWLRQ�RIWHQ�UHVXOWHG�LQ�HDFK�SDUHQW�SD\LQJ�WKH�SHUFHQWDJH�RI�JURVV�LQFRPH�DSSURSULDWH�IRU�WKH�QXPEHU�RI�FKLOGUHQ�LQ�WKH�RWKHU�SDUHQW
V�FXVWRG\��+RZHYHU��LQ�RQH�RUGHU��D�SDUHQW�SDLG�IRU�D�SURSRUWLRQ�RI�WKH�SHUFHQWDJH�DSSURSULDWH�IRU�WKH�WRWDO�QXPEHU�RI�FKLOGUHQ�LQ�WKH�IDPLO\��UHVXOWLQJ�LQ�D�ORZHU�DZDUG��
0LVVRXUL�ZDV�WKH�RQO\�6WDWH�XVLQJ�QXPHULFDO�DGMXVWPHQWV�WKDW�DOVR�XVHG�GHYLDWLRQV�DV�D�ZD\�WR�DGGUHVV�VSOLW�FXVWRG\�FDVHV��$SSUR[LPDWHO\�RQH�KDOI�RI�WKH�VSOLW�FXVWRG\�FDVHV�LQ�0LVVRXUL�LQYROYHG�GHYLDWLRQV��
��������6WDWH�&XVWRG\�)RVWHU�&DUH
7KLV�LVVXH�ZDV�DGGUHVVHG�LQ�JXLGHOLQH�UHYLHZV��7ZR�6WDWHV�>�7R�EH�HQWHUHG�IURP�9ROXPH�,,��3DUW�$�RI�WKLV�UHSRUW�@�FRQVLGHUHG�WKH�LVVXH�RI�FKLOG�VXSSRUW�IRU�FKLOGUHQ�LQ�WKH�6WDWH¶V�FXVWRG\�RU�IRVWHU�FDUH²FKLOGUHQ�ZKR�OLYH�LQ�IRVWHU�KRPHV�RU�RWKHU�6WDWH�IDFLOLWLHV��QRW�LQ�WKHLU�SDUHQW¶V�KRPH�RU�IDPLO\�DUUDQJHG�VLWXDWLRQ��2QH�6WDWH�WHDP�DWWHPSWHG�WR�LPSURYH�WKH�JXLGHOLQH�SURYLVLRQ�VR�WKDW�LW�ZRXOG�EHWWHU�DSSO\�WR�FDVHV�LQ�ZKLFK�RQO\�VRPH�RI�WKH�IDPLO\¶V�FKLOGUHQ HQWHU�6WDWH�FXVWRG\�RU�IRVWHU�FDUH��7KH�RWKHU�6WDWH�WHDP¶V�JRDO�ZDV�WR�VLPSOLI\�WKH�JXLGHOLQH�FDOFXODWLRQ�RI�6WDWH�FXVWRG\�IRVWHU�FDUH�FDVHV��,W�LV�QRW�FOHDU�ZKHWKHU�WKH�UHFRPPHQGDWLRQV�RI�HLWKHU�WHDP�ZHUH�HQDFWHG��
������)LQGLQJV�5HJDUGLQJ�'HYLDWLRQV�'XH�WR�&XVWRG\�DQG�9LVLWDWLRQ
'HYLDWLRQV�GXH�WR�FXVWRG\�DQG�YLVLWDWLRQ�IDFWRUV�LQFOXGHG�MRLQW�FXVWRG\�DQG�H[WHQGHG�YLVLWDWLRQ��VSOLW�FXVWRG\��DQG�6WDWH�FXVWRG\�IRVWHU�FDUH��
��������-RLQW�&XVWRG\�DQG�([WHQGHG�9LVLWDWLRQ
'DWD�RQ�MRLQW�FXVWRG\�DQG�YLVLWDWLRQ�ZHUH�FROOHFWHG�IURP�VWDWH�FDVH�VDPSOHV�DQG�FDVH�UHFRUGV��
6WDWH�&DVH�6DPSOLQJV�RQ�'HYLDWLRQ
2QO\�RQH�6WDWH�FDVH�VDPSOLQJ�WKDW�ZDV�UHSRUWHG�WR�WKH�$%$�IRXQG�WKDW�MRLQW�SK\VLFDO�FXVWRG\�DQG�H[WHQGHG�YLVLWDWLRQ�ZHUH�IUHTXHQW�UHDVRQV�IRU�GHYLDWLRQ�IURP�WKH�JXLGHOLQH�DPRXQW��,Q�D�UHWURVSHFWLYH�UDQGRP�VDPSOLQJ�RI�����,9�'�RUGHUV�HVWDEOLVKHG�RU�PRGLILHG�DIWHU�2FWREHU����������WKH�.DQVDV�2IILFH�RI�-XGLFLDO�$GPLQLVWUDWLRQ�GLVFRYHUHG�GHYLDWLRQV�LQ����SHUFHQW�RI�WKH�FDVHV�����FDVHV�WRWDO��VDPSOHG�DIWHU�.DQVDV�JXLGHOLQHV�EHFDPH�SUHVXPSWLYH��2I�WKHVH����FDVHV��ORQJ�GLVWDQFH�YLVLWDWLRQ�DQG�WLPH�VSHQW�ZLWK�WKH�1&3�ZHUH�DPRQJ�WKH�WRS���UHDVRQV�IRU�GHYLDWLRQ��MXVWLI\LQJ�WKH�GHYLDWLRQ�LQ���DQG���FDVHV��UHVSHFWLYHO\��&DOLIRUQLD
V�UHSRUW�DOVR�GLVFXVVHG�YLVLWDWLRQ�LVVXHV� ,Q�LWV������VDPSOLQJ�RI�����FKLOG�VXSSRUW�RUGHUV��LW�IRXQG�WKDW����SHUFHQW�RI�WKH�FDVHV�LQYROYHG�RQH�RU�WZR�FKLOGUHQ��
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��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� ([KLELW��������&DVHV�,QYROYLQJ�3RVWVHFRQGDU\�6XSSRUW��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_39.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_38.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_37.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_35.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_36.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_34.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_33.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_32.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_31.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_30.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_29.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_28.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_27.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_26a.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_26.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_25.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_24.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_23.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_22.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_21.gif


2&6(�$%$�(YDOXDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQHV

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

� ([KLELW��������&DVHV�$GGUHVVLQJ�&KLOG�'HSHQGHQF\�7D[�([HPSWLRQV��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� ([KLELW��������$OORFDWLRQV�IRU�7D[�([HPSWLRQV�5HVXOWLQJ�)URP�&KLOG�6XSSRUW�$ZDUGV��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� ([KLELW��������&DVHV�,QYROYLQJ�6SOLW�&XVWRG\��-RLQW�6KDUHG�&XVWRG\��DQG�([WHQGHG�9LVLWDWLRQ��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI� ([KLELW��������7\SH�RI�&XVWRG\�$UUDQJHPHQW��KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO��YB���JLI

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_43.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_42.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_40.gif
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/5v_41.gif


2&6(�$%$�(YDOXDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQHV

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

&KDSWHU���6800$5<�2)�),1',1*6��&21&/86,216��$1'�5(&200(1'$7,216KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO�FKDS��KWP
&65��,QFRUSRUDWHG��DQG�LWV�VXEFRQWUDFWRU��WKH�$PHULFDQ�%DU�$VVRFLDWLRQ
V�&HQWHU�RQ�&KLOGUHQ�DQG�WKH�/DZ��$%$���FRQGXFWHG�WKLV�HYDOXDWLRQ�RI�WKH�LPSOHPHQWDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�XQGHU�D�FRQWUDFW�ZLWK�WKH�2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��7KLV�HYDOXDWLRQ�EHJDQ�LQ�2FWREHU������DQG�FRQFHQWUDWHG�PRVW�RI�LWV�UHVRXUFHV�RQ�WKH�FROOHFWLRQ�DQG�DQDO\VLV�RI�FKLOG�VXSSRUW�FDVH�UHFRUGV�IURP����FRXQWLHV�LQ����6WDWHV��2WKHU�PDMRU�FRPSRQHQWV�RI�WKH�HYDOXDWLRQ�ZHUH�WKH�FROOHFWLRQ�DQG�DQDO\VLV�RI�6WDWH�JXLGHOLQH�UHYLHZV��LQWHUYLHZV�ZLWK�NH\�LQGLYLGXDOV�LQ�WKH�6WDWHV�ZLWK�FDVH�UHFRUG�GDWD��GDWD�IURP�WKH�&XUUHQW�3RSXODWLRQ�6XUYH\��DQG�PHHWLQJV�ZLWK�DQ�H[SHUW�SDQHO�RI�MXGJHV��DWWRUQH\V��DQG�SURIHVVLRQDOV�LQ�DFDGHPLD��7KLV�FKDSWHU�VXPPDUL]HV�WKH�PDMRU�ILQGLQJV��FRQFOXVLRQV��DQG�UHFRPPHQGDWLRQV�JHQHUDWHG�E\�WKH�HYDOXDWLRQ��6HFWLRQ�����SUHVHQWV�D�VXPPDU\�RI�JXLGHOLQH�LPSOHPHQWDWLRQ��GHYLDWLRQV��DQG�GLVFUHSDQFLHV�EDVHG�RQ�WKH�JXLGHOLQHV�RI����6WDWHV�DQG�FDVH�UHFRUGV�IURP����FRXQWLHV��6HFWLRQ�����VXPPDUL]HV�WKH�UHVXOWV�IRU�VHYHQ�NH\�IDFWRUV�LQ�FKLOG�VXSSRUW�JXLGHOLQHV²PXOWLSOH�IDPLOLHV��LQFRPH�GHILQLWLRQ��YHULILFDWLRQ��DQG�LPSXWDWLRQ��KHDOWK�FDUH�H[SHQVHV��FKLOG�FDUH��VXSSRUW�IRU�SRVWVHFRQGDU\�HGXFDWLRQ��WD[�FRQVLGHUDWLRQV��DQG�H[WHQGHG�FXVWRG\ DQG�YLVLWDWLRQ�DUUDQJHPHQWV��6HFWLRQ�����SUHVHQWV�ILQGLQJV�IURP�WKH�DQDO\VLV�RI�JXLGHOLQH�UHYLHZV��DQG�6HFWLRQ�����VXPPDUL]HV�WKH�RYHUDOO�ILQGLQJV��
���*8,'(/,1(�,03/(0(17$7,21��'(9,$7,216��$1'�',6&5(3$1&,(6�,1�&$6(�5(&25'6
&KDSWHU���RI�WKH�UHSRUW�SUHVHQWHG�D�GHWDLOHG�DQDO\VLV�RI�JXLGHOLQH�LPSOHPHQWDWLRQ��GHYLDWLRQV��DQG�GLVFUHSDQFLHV�LQ�FDVH�UHFRUGV��7KH�IROORZLQJ�LV�D�VXPPDU\�RI�ILQGLQJV��FRQFOXVLRQV��DQG�UHFRPPHQGDWLRQV�IURP�&KDSWHU����
2YHUDOO��WKH�SRROHG�LQGLYLGXDO�FDVH�UHFRUG�GDWD�LQGLFDWH�WKDW����SHUFHQW�RI�FDVHV�ZHUH�FRQVLGHUHG�WR�EH�JXLGHOLQH�FDVHV��ZKLOH����SHUFHQW�RI�FDVHV�ZHUH�FDWHJRUL]HG�DV�GHYLDWLRQV�LQ�WKH�FDVH�UHFRUGV��7KHVH�VWDWLVWLFV�VXJJHVW�WKDW�6WDWH�JXLGHOLQHV�KDYH�EHHQ�IROORZHG�ZKHQ�RUGHUV�DUH�HVWDEOLVKHG�DQG�WKDW�GLVFUHWLRQ�LV�H[HUFLVHG�ZLWK�UHVWUDLQW��+RZHYHU��WKH�SHUFHQWDJH�RI�JXLGHOLQH�DQG�GHYLDWLRQ�FDVHV�YDULHG�FRQVLGHUDEO\�DFURVV�WKH�FRXQWLHV��
7KH�DQDO\VLV�RI�GHYLDWLRQ�FDVHV�LQGLFDWHV�WKDW�WKH�IRXU�PRVW�FRPPRQ�UHDVRQV�IRU�GHYLDWLRQV�ZHUH�����DQ�DJUHHPHQW�EHWZHHQ�WKH�SDUWLHV� ����VHFRQG�KRXVHKROGV�RU�PXOWLSOH�IDPLOLHV������H[WHQGHG�RU�H[WUDRUGLQDU\�YLVLWDWLRQ�RU�FXVWRG\�H[SHQVHV��DQG�����ORZ�REOLJRU�LQFRPH��2YHUDOO�����SHUFHQW�RI�WKH�GHYLDWLRQV�ZHUH�XSZDUG��WKH�DYHUDJH�DZDUG�LQFUHDVH�ZDV����SHUFHQW���ZKLOH����SHUFHQW�ZHUH�GRZQZDUG�GHYLDWLRQV��WKH�DYHUDJH�DZDUG�GHFUHDVH�ZDV����SHUFHQW���
,Q�DGGLWLRQ�WR�GHYLDWLRQV�LGHQWLILHG�DV�VXFK�LQ�WKH�FDVH�UHFRUGV��WKH�DQDO\VLV�IRXQG�GLVFUHSDQFLHV�EHWZHHQ�WKH�DZDUG�DPRXQW�FDOFXODWHG�XVLQJ�WKH�JXLGHOLQH�PHWKRGRORJ\��LQFOXGLQJ�DQ\�GRFXPHQWHG�GHYLDWLRQ��DQG�WKH�ILQDO�DZDUG�LQ�WKH�FRXUW�RUGHU��7KHVH�GLVFUHSDQFLHV�ZHUH�QRW�GRFXPHQWHG�DV�GHYLDWLRQV�LQ�FDVH�UHFRUGV��7ZR�FRXQWLHV�KDG�GLVFUHSDQFLHV�LQ�IHZHU�WKDQ����SHUFHQW�RI�WKHLU�FDVHV��VL[�FRXQWLHV�KDG�GLVFUHSDQFLHV�LQ����SHUFHQW�DQG����SHUFHQW�RI WKHLU�FDVHV��ILYH�KDG�GLVFUHSDQFLHV�LQ����SHUFHQW�WR����SHUFHQW�RI�WKHLU�FDVHV��DQG�IRXU�KDG�GLVFUHSDQFLHV�LQ�PRUH�WKDQ����SHUFHQW�RI�WKHLU�FDVHV��1R�GLVFHUQLEOH�GLIIHUHQFH�LQ�GLVFUHSDQF\�UDWHV�ZDV�IRXQG�LQ�FDVHV�IROORZLQJ�WKH�JXLGHOLQH�PHWKRGRORJ\�DV�FRPSDUHG�WR�GHYLDWLRQ�FDVHV��$OVR��QR�V\VWHPDWLF�FURVV�FRXQW\�SDWWHUQ�H[LVWHG�ZLWK�UHJDUG�WR�ZKHWKHU�RUGHUV�H[FHHGHG�RU�IHOO�VKRUW�RI�WKH�FDOFXODWHG�JXLGHOLQH�DPRXQW��
2YHUDOO��WKH�DQDO\VLV�RI�FDVH�UHFRUGV�LQGLFDWHV�WKDW�FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ�YDULHG�FRQVLGHUDEO\�ZLWKLQ�DQG�DFURVV�6WDWHV��)RU�PRVW�FDVHV��JXLGHOLQHV�ZHUH�LPSOHPHQWHG�LQ�D�ZD\�WKDW�WKH�RUGHU�ZDV�FRQVLVWHQW�ZLWK�WKH�FRPSXWHG�JXLGHOLQH�ILJXUH��DV�H[SHFWHG��+RZHYHU��LQ�VRPH�FRXQWLHV��FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ�ZDV�OHVV�IUHTXHQW�WKDQ�H[SHFWHG��$V�QRWHG�SUHYLRXVO\��YDULRXV�UDQGRP�DQG�V\VWHPDWLF�IDFWRUV�DFFRXQWHG�IRU�GLVFUHSDQFLHV�DQG�QR�RQH�UHDVRQ�FDQ�EH�V\VWHPDWLFDOO\�OLQNHG�WR�GLVFUHSDQFLHV�DFURVV�RU�HYHQ�ZLWKLQ�FRXQWLHV��
%DVHG�RQ�WKHVH�ILQGLQJV��ZH�UHFRPPHQGHG�WKDW�VHYHUDO VWUDWHJLHV�EH�DGRSWHG�E\�6WDWHV�LQ�RUGHU�WR�LQFUHDVH�FRQVLVWHQF\�RI�JXLGHOLQH�DSSOLFDWLRQ��7KHVH�VWUDWHJLHV�LQFOXGH�LGHQWLI\LQJ�WKH�FDXVHV�RI�UDQGRP�LQFRQVLVWHQF\�DQG�LPSURYLQJ�WUDLQLQJ�DQG�WHFKQLFDO�DVVLVWDQFH��,Q�DGGLWLRQ��FRRUGLQDWLRQ�DQG�FRQVLVWHQF\�RI�SROLF\�ZLWKLQ�DQG�EHWZHHQ�DJHQFLHV�DQG�FRXUWV�LV�QHHGHG�ZLWK�UHJDUG�WR�SURFHGXUHV�DQG�GRFXPHQWDWLRQ��
����)$&7256�,1�&+,/'�6833257�*8,'(/,1(6
&KDSWHU����)DFWRUV�LQ�&KLOG�6XSSRUW�*XLGHOLQHV��SUHVHQWV�D�GHWDLOHG�DQDO\VLV�RI�6WDWH�JXLGHOLQH�UHYLHZV��LQWHUYLHZ�ILQGLQJV��DQG�FDVH�UHFRUG�GDWD�IRU�HDFK�RI�VHYHQ�IDFWRUV�WKDW�SRVH�PDMRU�FKDOOHQJHV�LQ�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�JXLGHOLQHV��7KH�IROORZLQJ�VHFWLRQV�VXPPDUL]H�WKH�ILQGLQJV��FRQFOXVLRQV��DQG�UHFRPPHQGDWLRQV�IRU�HDFK�IDFWRU��
������0XOWLSOH )DPLOLHV
'HFLVLRQPDNHUV�DUH�LQFUHDVLQJO\�IDFHG�ZLWK�WKH�WDVN�RI�FRPSXWLQJ�D�FKLOG�VXSSRUW�RUGHU�WKDW�EDODQFHV�WKH�FKLOG�UHQ�
V�QHHGV�ZLWK�WKH�DYDLODEOH�SDUHQWDO�UHVRXUFHV��7KLV�WDVN�LV�GLIILFXOW�DW�EHVW��DQG�WKH�IDFWRU�RI�PXOWLSOH�IDPLOLHV�LV�D�PDMRU�FRQFHUQ�LQ�GHVLJQLQJ�HTXLWDEOH�FKLOG�VXSSRUW�JXLGHOLQHV��
*XLGHOLQH�UHYLHZ�WHDPV�DQG�LQGLYLGXDOV�GLUHFWO\�LQYROYHG�ZLWK�WKH�FKLOG�VXSSRUW�V\VWHP�DJUHHG�WKDW�PHDVXUHV�DUH�QHHGHG�WR�HQVXUH�WKDW�WKHVH�VLWXDWLRQV�DUH�WUHDWHG�HTXLWDEO\�DQG�FRQVLVWHQWO\��7KH�DQDO\VLV�RI�FKLOG�VXSSRUW�FDVHV�IURP�WKH����VWXG\�FRXQWLHV�VXJJHVWV�WKDW�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�UHVXOWV�LQ�D�JUHDWHU�QXPEHU�RI�PXOWLSOH�IDPLO\�VLWXDWLRQV�EHLQJ�UHFRJQL]HG�E\�WKH�GHFLVLRQPDNHU�DQG��PRUH�LPSRUWDQWO\��EHLQJ�FRQVLGHUHG�LQ�D�FRQVLVWHQW�PDQQHU�ZKHQ�GHWHUPLQLQJ�VXSSRUW��7KLV�DSSURDFK�FRQWUDVWV�WKRVH�RI�6WDWHV�WKDW�RQO\�XVH�D�GLVFUHWLRQDU\�SURYLVLRQ�IRU�PXOWLSOH�IDPLO\�VLWXDWLRQV��,Q�WKHVH�6WDWHV��QRW�RQO\�ZHUH�WKH�PXOWLSOH�IDPLO\�VLWXDWLRQV�UHFRJQL]HG�OHVV�IUHTXHQWO\��EXW�ZKHQ�WKH\�ZHUH�FRQVLGHUHG��WKH\�ZHUH�QRW�FRQVLVWHQWO\�KDQGOHG�DFURVV�FDVHV��

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/chap4.htm
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/chap4.htm
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%DVHG�RQ�WKHVH�ILQGLQJV��6WDWHV�VKRXOG�FRQVLGHU�DGRSWLQJ�D�SURYLVLRQ�WKDW�UHTXLUHV�GHFLVLRQPDNHUV�WR�FRQVLGHU�SULRU�VXSSRUW�RUGHUV�DQG�VXEVHTXHQW�REOLJDWLRQV�RI�ERWK�SDUHQWV�ZKHQ�FDOFXODWLQJ�FKLOG�VXSSRUW��
������,QFRPH�'HILQLWLRQ��9HULILFDWLRQ��DQG�,PSXWDWLRQ
$Q�LPSRUWDQW�VWHS�LQ�FDOFXODWLQJ�DQ�DFFXUDWH�FKLOG�VXSSRUW�RUGHU�LV�GHWHUPLQLQJ�WKH�DYDLODEOH�SDUHQWDO�UHVRXUFHV��7KH�DQDO\VLV�RI�FKLOG�VXSSRUW�FDVHV�LQGLFDWHG�WKDW�LQFRPH�YHULILFDWLRQ�LV�QRW�IUHTXHQW�DFURVV�WKH�FRXQWLHV��6WDWHV�VKRXOG�VWULYH�WR�HQIRUFH�YHULILFDWLRQ�RI�SDUHQWDO�LQFRPH�LQ�HYHU\�FKLOG�VXSSRUW�DZDUG��DQG�6WDWHV�VKRXOG�SURYLGH�GHFLVLRQPDNHUV�ZLWK�VSHFLILF�LQVWUXFWLRQV�WR�YHULI\�LQFRPH��)XUWKHUPRUH��UHVSRQGHQWV�UHSRUWHG�WKDW�SDUWLHV�RIWHQ�ZHUH�QRW�SUHSDUHG�ZLWK�WKH�SURSHU�LQFRPH�YHULILFDWLRQ�IRUPV�DW�KHDULQJV��3URYLGLQJ�GHFLVLRQPDNHUV�ZLWK�WKH�DELOLW\�WR�YHULI\�LQFRPH�WKURXJK�LQGHSHQGHQW�VRXUFHV��VXFK�DV�HPSOR\PHQW�VHFXULW\�UHFRUGV��ZRXOG�KHOS�UHPHG\�WKLV�SUREOHP��
&RQVLVWHQW�LQFRPH�YHULILFDWLRQ�SURFHGXUHV�ZRXOG�����HQVXUH�WKDW�FKLOG�UHQ��DUH�WUHDWHG�HTXLWDEO\������DOORZ�GHFLVLRQPDNHUV�WR�EHWWHU�XQGHUVWDQG�D�IDPLO\
V�HFRQRPLF�KLVWRU\�ZKHQ�PRGLI\LQJ�VXSSRUW�RUGHUV��DQG�����SHUPLW�JXLGHOLQH�UHYLHZHUV�WR�EHWWHU�HYDOXDWH�WKH�GHILQLWLRQ�RI�LQFRPH�DQG�LGHQWLI\�SUREOHPV�LQ�REWDLQLQJ�DFFXUDWH�LQIRUPDWLRQ��
:KHQ�DOO�DYDLODEOH�LQFRPH�YHULILFDWLRQ�VRXUFHV�\LHOG�OLWWOH�RU�QR�LQIRUPDWLRQ�RQ�D SDUHQW
V�LQFRPH��RU�LI�WKH�SDUHQW�LV�YROXQWDULO\�XQHPSOR\HG�RU�ZRUNLQJ�EHORZ�KLV�RU�KHU�SRWHQWLDO��WKH GHFLVLRQPDNHU�LQ�PDQ\�6WDWHV�PXVW�LPSXWH�DQ�LQFRPH�IRU�WKDW�SDUHQW��0DQ\�6WDWHV�SURYLGH�JHQHUDO�JXLGHOLQHV�RQ�KRZ�WR�LPSXWH�LQFRPH��DQG�D GLVFUHWLRQDU\�DSSURDFK�VHHPV�WR�EH�WKH�PRVW�DSSURSULDWH�IRU�LPSXWLQJ�LQFRPH��DV�WKH�FLUFXPVWDQFHV�IURP�FDVH�WR�FDVH�ZLOO�YDU\��+RZHYHU��JXLGHOLQHV�VKRXOG�SURYLGH�VSHFLILF�LQVWUXFWLRQV�RQ�KRZ�DQG�XQGHU�ZKDW�FLUFXPVWDQFHV�WR�LPSXWH�LQFRPH��7KLV�ZRXOG�UHVXOW�LQ�PRUH�FRQVLVWHQW�WUHDWPHQW�RI�IDPLOLHV��
������+HDOWK�&DUH�([SHQVHV
7KH�FDVH�UHFRUG�DQDO\VLV�VKRZHG�WKDW�GHFLVLRQPDNHUV�FRPSOLHG�ZLWK�)HGHUDO�5HJXODWLRQV�IRU�FDVHV�E\�RUGHULQJ�WKH�SURYLVLRQ�RI�KHDOWK�LQVXUDQFH��+RZHYHU��ZKHQ�KHDOWK�LQVXUDQFH�ZDV�RUGHUHG�IRU�RQH�RU�ERWK�RI�WKH�SDUHQWV��WKH�FRVW�ZDV�UDUHO\�LQFOXGHG�LQ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ�LQ�6WDWHV�WKDW�KDYH�D�PDQGDWRU\�QXPHULFDO�DGMXVWPHQW�IRU�VXFK�FRVWV��:KLOH�WKLV�H[FOXVLRQ�PD\�EH�GXH�WR�XQDYDLODEOH�KHDOWK�LQVXUDQFH�FRVWV�RU�QR�FRVW�FRYHUDJH�IRU�WKH�SURYLGLQJ�SDUHQW��6WDWHV�VKRXOG�VWULYH�WR�HQIRUFH�PRUH�FRQVLVWHQW�XVH�RI�WKHLU�UHVSHFWLYH�DGMXVWPHQWV��
3DUHQWV�DQG�GHFLVLRQPDNHUV�DOLNH�H[SUHVVHG�FRQFHUQ�DERXW�H[WUDRUGLQDU\�KHDOWK�FDUH�H[SHQVHV�DQG�WKH�WHQGHQF\�IRU�WKHVH�WR�UHVXOW�LQ�H[FHVVLYH�VXSSRUW�RUGHUV��%HFDXVH�FRVWV�RI�WKLV�QDWXUH�RFFXU�UDQGRPO\��6WDWHV�VKRXOG�HQVXUH�WKDW�WKH\�DUH�DGGUHVVHG�DW�WKH�RXWVHW�WR�SURYLGH�IRU�WKH�FKLOG�UHQ�
V�QHHGV��7R�WKDW�HQG��6WDWHV�VKRXOG�FRQWLQXH�WR�UHVHDUFK�����WKH�LQYROYHG�FRVWV�DQG�����WKH�PHWKRGV�WR�KDQGOH�WKH�FRVWV�LQ�D�IDLU�DQG�FRQVLVWHQW�PDQQHU��7KLV�EDVLFDOO\�LV�GLVFUHWLRQDU\��KRZHYHU��LQ�YLHZ�RI�WKH�XQXVXDO�QDWXUH RI�WKH�SUREOHP��
������&KLOG�&DUH
$�VLJQLILFDQW�QXPEHU�RI�FXVWRGLDO�SDUHQWV�ZRUN��DQG�PDQ\�ZRUN�IXOO�WLPH��7KHUHIRUH��D�VXEVWDQWLDO�PDMRULW\�RI�WKHVH�ZRUNLQJ�SDUHQWV�PD\�LQFXU�GD\�FDUH�H[SHQVHV��0DQ\�6WDWHV�KDYH�GHYHORSHG�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�WR�KDQGOH�WKHVH�FRVWV�ZKHQ�FDOFXODWLQJ�D�FKLOG�VXSSRUW�RUGHU��&KLOG�FDUH�H[SHQVHV�ZHUH�PHQWLRQHG�LQ������SHUFHQW�RI�WKH�FDVH�UHFRUGV��ZLWK�D�UDQJH�IURP�����SHUFHQW�WR������SHUFHQW�DFURVV�WKH�FRXQWLHV��7KH�FDVH�UHFRUG�DQDO\VLV�VKRZHG�WKDW�GD\�FDUH�H[SHQVHV�ZHUH�LQFOXGHG�LQ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQV�IRU�WKH�FDVHV�WKDW�PHQWLRQHG�FKLOG�FDUH�H[SHQVHV��
7R�HQVXUH�WKDW�WKH�FXVWRGLDO�SDUHQWV
�FKLOG�FDUH�QHHGV�DUH�DGGUHVVHG��6WDWHV�VKRXOG�ZRUN�WR�FRQVLVWHQWO\�LPSOHPHQW�DQ\�DGMXVWPHQW�WR�WKH�JXLGHOLQH�DPRXQW�RU�UHTXLUH�GHFLVLRQPDNHUV�WR�DGGUHVV�WKHVH�H[SHQVHV�LQ�FKLOG�VXSSRUW�RUGHUV��ZKHQHYHU�DSSURSULDWH��
������6XSSRUW�IRU�3RVWVHFRQGDU\�(GXFDWLRQ
&XVWRGLDO�SDUHQWV�ZKR�ZHUH�LQWHUYLHZHG�H[SUHVVHG�FRQFHUQ�RYHU�WKH�WHUPLQDWLRQ�RI�VXSSRUW�XSRQ�WKHLU�FKLOG
V���WK�ELUWKGD\��)LQDQFLDO�UHVRXUFHV�DUH�HVSHFLDOO\�QHHGHG�DW�WKLV�WLPH�WR�HQVXUH�WKDW�WKH�FKLOG�FDQ�DWWHQG�FROOHJH��*XLGHOLQH�UHYLHZ�WHDPV�YDULHG�LQ�WKHLU�GLVFXVVLRQV�DQG�FRQFOXVLRQV�UHJDUGLQJ�WKH�SURYLVLRQ�RI�SRVWVHFRQGDU\�HGXFDWLRQ�VXSSRUW��ZLWK�QR�FOHDU�FRQVHQVXV��
7KH�DQDO\VLV�RI�FDVH�UHFRUGV�VKRZHG�WKDW�WKH�FRQVLGHUDWLRQ�RI�SRVWVHFRQGDU\�HGXFDWLRQ�LQ�VXSSRUW�RUGHUV�RFFXUUHG�PRVW�IUHTXHQWO\�LQ�VWLSXODWHG�DJUHHPHQWV�DQG�QRQ�,9�'�FDVHV��0RVW�RI�WKHVH�FDVHV�SURYLGHG�IRU�WKH�IXWXUH�QHHGV�RI�WKH�FKLOG�UHQ���UDWKHU�WKDQ�DGGUHVVLQJ�LPPHGLDWH�H[SHQVHV��6WDWHV�DW�WKHLU�GLVFUHWLRQ�PD\�GHFLGH�WR�DOORZ�FRQVLGHUDWLRQ�RI�SRVWVHFRQGDU\�HGXFDWLRQ�FRVWV��,W�ZRXOG�EH�GLIILFXOW�WR�PDQGDWH�WKLV�EHFDXVH�FRYHUDJH�FDQQRW�EH�UHTXLUHG�IRU�LQWDFW�IDPLOLHV��
������7D[�&RQVLGHUDWLRQV
6WDQGDUGV�VSHFLILHG�LQ�JXLGHOLQHV�WKDW�GLVFXVV�WD[�H[HPSWLRQV�VHHP�DGHTXDWH�WR�DOORZ�WKH�GHFLVLRQPDNHU�WR�PDNH�DQ�HTXLWDEOH�DUUDQJHPHQW��7KLV�LV�UHIOHFWHG�LQ�WKH�DQDO\VLV�RI�FDVH�UHFRUGV��ZKLFK�VKRZHG�WKDW�WD[�H[HPSWLRQV�DUH�FRPPRQO\�DOORFDWHG�LQ�D�IOH[LEOH�PDQQHU�LQ�RUGHU�WR�DGMXVW�ZLWK�FKDQJLQJ�FLUFXPVWDQFHV�
$OWKRXJK�WD[�FRQVLGHUDWLRQV�DUH�OLNHO\�WR�DIIHFW�RQO\�PLGGOH� WR�XSSHU�UDQJH�LQFRPH�SDUHQWV��6WDWHV�VKRXOG�VWULYH�WR�DOORFDWH�WD[�H[HPSWLRQV�LQ�HYHU\�FKLOG�VXSSRUW�RUGHU�DQG�SURYLGH�JXLGDQFH�RQ�KRZ�WR�EHVW�PHHW�WKH�QHHGV�RI�WKH�SDUHQWV�DQG�FKLOGUHQ��7KLV�LV�SDUWLFXODUO\�WUXH�LQ�FDVHV�IRU�ZKLFK�PD[LPL]LQJ�WKH�DIWHU�WD[�LQFRPH�RI�HDFK�SDUHQW�ZRXOG�EHQHILW�WKH�FKLOG�UHQ���
������([WHQGHG�&XVWRG\�DQG�9LVLWDWLRQ�$UUDQJHPHQWV
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([WHQGHG�FXVWRG\�DUUDQJHPHQWV²LQFOXGLQJ�VSOLW�FXVWRG\��MRLQW�FXVWRG\��DQG�VKDUHG�FXVWRG\²DUH�EHFRPLQJ�PRUH�FRPPRQ��DQG�WKLV�ZDV�RQH�RI�WKH�PRVW�FRPPRQ�LVVXHV�GLVFXVVHG�E\�6WDWH�JXLGHOLQH�UHYLHZ�WHDPV��7KH�WHDPV
�LQYHVWLJDWLRQV�VKRZHG�WKDW�6WDWHV�KDQGOHG�WKH�DUUDQJHPHQWV�ZLWK�D�FRQVLGHUDEOH�GHJUHH�RI�LQFRQVLVWHQF\�DQG�LQHTXLW\��DQG�WKH�WHDPV�UHFRJQL]HG�WKDW�IRUPDO�PHWKRGV�ZHUH�QHHGHG�WR�UHPHG\�WKLV�SUREOHP��7KLV�YLHZ�ZDV�UHSHDWHG�E\�SDUHQWV�ZKR�UHSRUWHG�WKDW�H[WHQGHG�FXVWRG\�DUUDQJHPHQWV�DUH�D�FRPPRQ�UHDVRQ�WR�UHTXHVW�GHYLDWLRQ��)XUWKHUPRUH��LQ�WKHLU�FDVH�VWXGLHV�RI�GHYLDWLRQV��6WDWHV�IRXQG�WKDW�H[WHQGHG�FXVWRG\�DUUDQJHPHQWV�ZHUH�FRPPRQO\�XVHG�UHDVRQV�IRU�GHYLDWLRQ��
$OWKRXJK�WKH�GHILQLWLRQ�RI�VSOLW�FXVWRG\�LV�D�VWUDLJKWIRUZDUG�RQH��6WDWHV�YDU\�FRQVLGHUDEO\�LQ�WKHLU�GHILQLWLRQV�RI H[WHQGHG�YLVLWDWLRQ��L�H���ZKHQ��QRUPDO��YLVLWDWLRQ�EHFRPHV��H[WHQGHG���DQG�RI�ZKDW�FRQVWLWXWHV�MRLQW�RU�VKDUHG�FXVWRG\��7KH�6WDWHV�DOVR�YDU\�LQ�WKHLU�JXLGHOLQH�PHWKRGRORJLHV�IRU�FDOFXODWLQJ�KRZ�H[WHQGHG�YLVLWDWLRQ�RU�VSOLW�FXVWRG\�VKRXOG�DIIHFW�WKH�RUGHU DPRXQW��$�IHZ�PHWKRGV�KDYH�EHHQ�SURSRVHG�DQG�DGRSWHG�WR�KDQGOH�VSOLW�FXVWRG\�DUUDQJHPHQWV��VXFK�DV�FRPSXWLQJ�DQG�RIIVHWWLQJ�WZR�DZDUGV��6HYHUDO�PHWKRGV�KDYH�EHHQ�SURSRVHG�IRU�KDQGOLQJ�MRLQW�VKDUHG�FXVWRG\��UDQJLQJ�IURP�VOLGLQJ�SHUFHQWDJH�VFDOHV�WKDW�DGMXVW�IRU�WKH�QXPEHU�RI�GD\V�WKH�FKLOG�UHQ��VSHQG�ZLWK�WKH�QRQFXVWRGLDO�SDUHQW��WR�VXSSRUW�DEDWHPHQWV�IRU�WKH�SHULRG�V��RI�H[WHQGHG�YLVLWDWLRQ��
6SOLW�FXVWRG\�DUUDQJHPHQWV�DSSDUHQWO\�DUH�WKH�HDVLHVW�VLWXDWLRQV�WR�DGGUHVV�LQ�D�PDWKHPDWLFDO�IDVKLRQ��DQG�6WDWHV�VKRXOG�FRQVLGHU�DGGUHVVLQJ�WKHVH�DUUDQJHPHQWV�XVLQJ�WKLV�PHWKRG��6WXG\�6WDWHV�WKDW�KDYH�VXFK�D�SURYLVLRQ�XVHG�LW�PRVW�RI�WKH�WLPH��UHVXOWLQJ�LQ�FRQVLVWHQW�WUHDWPHQW�RI�IDPLOLHV��6WDWHV�VKRXOG�DWWHPSW�WR�GHYHORS�FOHDU�GHILQLWLRQV�RI�MRLQW�VKDUHG�FXVWRG\�DQG H[WHQGHG�YLVLWDWLRQ��DOWKRXJK�WKHVH�DUUDQJHPHQWV�GR�QRW�OHQG�WKHPVHOYHV�WR�PDWKHPDWLFDO�VROXWLRQV�DV�HDVLO\�DV�VSOLW�FXVWRG\��%HFDXVH�WKH�FLUFXPVWDQFHV�ZLOO�YDU\�JUHDWO\�IURP�IDPLO\�WR�IDPLO\��WKH�GHFLVLRQPDNHU�PXVW�FDUHIXOO\�FRQVLGHU�WKH�ULJKW�DSSURDFK�WR�DQ HTXLWDEOH�VXSSRUW�RUGHU��)XUWKHU�JXLGDQFH�RQ�GHWHUPLQLQJ�WKH�QDWXUH�RI�WKH�FXVWRG\�DUUDQJHPHQW�DQG�RQ�IDFWRUV�WR�FRQVLGHU�ZRXOG�UHVXOW�LQ�JUHDWHU�FRQVLVWHQF\�DQG�HTXLW\�DFURVV�FDVHV��
����$1$/<6,6�2)�*8,'(/,1(�5(9,(:6
7KH�)DPLO\�6XSSRUW�$FW�RI����� UHTXLUHV�6WDWHV�WR�UHYLHZ�WKHLU�JXLGHOLQHV�HYHU\���\HDUV��7KH�SXUSRVH�RI�WKHVH�JXLGHOLQH�UHYLHZV�LV�WR�HYDOXDWH�ZKHWKHU�6WDWH�JXLGHOLQHV�SURYLGH�FKLOG�VXSSRUW�LQ�DQ�DGHTXDWH�DQG�FRQVLVWHQW�PDQQHU��5HYLHZHUV�DUH�UHTXLUHG�WR�FRQVLGHU�FDVH�GDWD�UHJDUGLQJ�WKH DSSOLFDWLRQ�RI�JXLGHOLQHV�DQG�WR�FRQVLGHU�HFRQRPLF�GDWD�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��2QH�FRPSRQHQW�RI�WKLV�UHVHDUFK�ZDV�D�VWXG\�RI�WKH�H[WHQW�DQG�TXDOLW\�RI�JXLGHOLQH�UHYLHZV��WKH�UHYLHZ�ILQGLQJV��DQG�UHVXOWLQJ�DFWLRQV��7KLV�DQDO\VLV��FRQGXFWHG�E\�WKH�$%$��ZDV�EDVHG�RQ�WKH�JXLGHOLQH�UHYLHZV�RI����6WDWHV��
*XLGHOLQH�UHYLHZV�RIWHQ�GLVFXVVHG�WKH�FKLOG�VXSSRUW�LVVXHV�DGGUHVVHG�E\�WKLV�VWXG\��LQFOXGLQJ�LQFRPH�UHODWHG�PDWWHUV��FKLOG�FXVWRG\�DQG�PXOWLSOH�IDPLO\�DUUDQJHPHQWV��DQG�RWKHU�IDFWRUV�WKDW�FRQWULEXWH�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��
0DQ\�UHYLHZ�WHDPV�FRQVLGHUHG�KRZ�WR�GHWHUPLQH�WKH�LQFRPH�RQ�ZKLFK�WR�EDVH�VXSSRUW��7KH\�GLVFXVVHG�ZKHWKHU�WR�XVH�QHW�LQFRPH�RU�JURVV�LQFRPH��RIWHQ�GHFLGLQJ�WR�XVH�DQ�DGMXVWHG�JURVV�LQFRPH�WKDW�ZDV�VLPLODU�WR�QHW�LQFRPH��7KH\�FRQVLGHUHG�ZKHWKHU�WR�LQFOXGH�LQFRPH�IURP�VRXUFHV�RWKHU�WKDQ�IXOO�WLPH�HPSOR\PHQW��5HYLHZHUV�JHQHUDOO\�DJUHHG�QRW�WR�LQFOXGH�$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ�EHQHILWV��EXW�LQFOXGHG�HDUQLQJV�IURP�VHFRQG�MREV�DQG�ERQXVHV��5HFRPPHQGDWLRQV�UHJDUGLQJ�WKH�LQFOXVLRQ�RI�RYHUWLPH�HDUQLQJV��ERQXVHV��DQG�RWKHU�DVVLVWDQFH�PRQLHV�GLIIHUHG�DPRQJ�UHYLHZHUV��
:KLOH�YHULILFDWLRQ�RI�LQFRPH�ZDV�GLVFXVVHG�E\�RQO\�RQH�6WDWH��LPSXWDWLRQ�RI�LQFRPH�ZDV�FRQVLGHUHG�RIWHQ�DPRQJ�WKH�VWXG\�6WDWHV��5HYLHZHUV�DJUHHG�WKDW�LQFRPH�VKRXOG�EH�LPSXWHG�IRU�D�YROXQWDULO\�XQGHUHPSOR\HG�RU�XQHPSOR\HG�SDUHQW�DQG�WKDW��XQGHUHPSOR\PHQW��UHIHUV�WR�VLWXDWLRQV�LQ�ZKLFK�D�SDUHQW
V�MRE�LV�QRW�FRQVLVWHQW�ZLWK�KLV�RU�KHU�OHYHO�RI�HGXFDWLRQ��VNLOOV��RU�H[SHULHQFH��5HYLHZHUV�IXUWKHU�GHWHUPLQHG�FRQGLWLRQV�XQGHU�ZKLFK�LQFRPH�VKRXOG�EH�DWWULEXWHG��WKH�OHYHO�DW�ZKLFK�LPSXWDWLRQ�LQFRPH�VKRXOG�EH�VHW��DQG�H[FHSWLRQV�WKDW�ZRXOG�SHUPLW�D�SDUHQW�WR�DYRLG�LQFRPH�LPSXWDWLRQ��
5HYLHZHUV�FRQVLGHUHG�VHYHUDO�FXVWRG\�DQG�PXOWLSOH�IDPLO\�LVVXHV��5HFRPPHQGDWLRQV�IRU�VLWXDWLRQV�LQYROYLQJ�MRLQW�FXVWRG\�RU�PXOWLSOH�IDPLOLHV�LQFOXGHG�ERWK�JXLGHOLQH�IRUPXODH�DQG�GHYLDWLRQV�DW�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��,Q�DGGUHVVLQJ�VSOLW�FXVWRG\��UHYLHZHUV�FRQVLGHUHG�VHYHUDO�SURFHGXUHV�DQG�WHFKQLFDO�DVSHFWV�IRU�FDOFXODWLQJ�VXSSRUW��7KH\�GLVFXVVHG�GHILQLWLRQV�RI��QRUPDO��YLVLWDWLRQ�DQG��H[WHQGHG��YLVLWDWLRQ�DQG�WKH�DEDWHPHQW�RI�WKH�REOLJRU
V�VXSSRUW�DPRXQW�GXULQJ�VXFK�SHULRGV��6RPH�UHYLHZHUV�GLVWLQJXLVKHG�6WDWH�FXVWRG\�FDVHV�DFFRUGLQJ�WR�ZKHWKHU�VRPH�RU�DOO�WKH�FKLOGUHQ�ZHUH�LQ�6WDWH�FXVWRG\��DQG�RWKHUV�GHFLGHG�WR�WUHDW�DOO�IRVWHU�FDUH�FDVHV�DV�PXOWLSOH�IDPLO\�FDVHV��
)LQDOO\��6WDWH�UHYLHZ�WHDPV�FRQVLGHUHG�VHYHUDO�IDFWRUV�ZKLFK�LPSDFW�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��$PRQJ�WKHVH�ZHUH�FKLOG�FDUH�FRVWV��KHDOWK�LQVXUDQFH�SUHPLXPV��XQLQVXUHG�KHDOWK�FDUH�FRVWV��DQG�SRVWVHFRQGDU\�HGXFDWLRQ��,Q�VRPH�FDVHV�WKHVH�IDFWRUV�ZHUH�KDQGOHG�DV�DERYH�WKH�OLQH�DGMXVWPHQWV�WR�WKH�SDUHQWV
�LQFRPH��LQ�RWKHUV�WKH\�ZHUH�WUHDWHG�DV�EHORZ�WKH�OLQH�DZDUG�DGMXVWPHQWV��
$Q�LPSRUWDQW�ILQGLQJ�IURP�WKLV�DQDO\VLV�RI�JXLGHOLQH�UHYLHZV�LV�WKDW�RQO\�DERXW����6WDWHV�FROOHFWHG�DQG�DQDO\]HG�FDVH�GDWD��)HZHU�WKDQ�RQH�KDOI�RI�WKH�6WDWHV�FRQVLGHUHG�HFRQRPLF�GDWD�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��)XUWKHUPRUH��WKH�H[WHQW�WR�ZKLFK�WKHVH�6WDWHV�WRRN�DFWLRQ�DV�D�UHVXOW�RI�WKHVH�GDWD�LV�XQFOHDU��
����6800$5<
&KLOG�VXSSRUW�JXLGHOLQHV�KDYH�EHHQ�GHYHORSHG�DQG�LPSOHPHQWHG�E\�DOO�6WDWHV�XQGHU�JXLGDQFH�SURYLGHG�E\�WKH�)DPLO\�6XSSRUW�$FW�RI������DQG�)HGHUDO�UHJXODWLRQ�����&)5����������7KLV�HYDOXDWLRQ�RI�FKLOG�VXSSRUW�JXLGHOLQHV�IRFXVHG�RQ�WKH�LPSOHPHQWDWLRQ�RI�SUHVXPSWLYH�JXLGHOLQHV�DQG�LVVXHV�DULVLQJ�IURP�WKDW�LPSOHPHQWDWLRQ��,Q�GRLQJ�VR��WKH�HYDOXDWLRQ�H[DPLQHG�KRZ�JXLGHOLQHV�RSHUDWH��EXW�GLG�QRW�DGGUHVV�WKH�DGHTXDF\�RI�DZDUGV�WR�SURYLGH�IRU�WKH�FKLOG�UHQ�
V�QHHGV��WKH�HTXLW\ RI�DZDUGV�IRU�FXVWRGLDO�SDUHQWV�DQG�QRQFXVWRGLDO�SDUHQWV�RU�WKH�HQIRUFHPHQW�RI�DZDUGV��(YHQ�ZLWKLQ�WKLV�QDUURZ�VFRSH��WKH�UDQJH�DQG�FRPSOH[LW\�RI�WKH�LVVXHV�DULVLQJ�LQ�VHWWLQJ�FKLOG�VXSSRUW�DZDUGV�PDNH�LW�QHFHVVDU\�WR�FRQVLGHU�HDFK�LVVXH�DORQH�DQG�ZLWK�RWKHU�LVVXHV��DQG�QRW�WR�JHQHUDOL]H�JXLGHOLQHV
�HIIHFWLYHQHVV�DV�D�ZKROH��
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,Q�WKH�DQDO\VLV�RI�JXLGHOLQH�LPSOHPHQWDWLRQ��WKH�HYDOXDWLRQ�UHYHDOHG�WKDW�PRVW�DZDUGV�FRQIRUP�WR�)HGHUDO�ODZ�DQG�UHJXODWLRQV²WKH�FDVHV�ZHUH�EDVHG�VROHO\�RQ�WKH�QXPHULFDO�FDOFXODWLRQV PDQGDWHG�LQ�6WDWH�JXLGHOLQHV�RU�GHYLDWHG�IURP�WKH�SUHVXPSWLYH�JXLGHOLQH�DPRXQW�ZLWK�DSSURSULDWH�MXVWLILFDWLRQ��+RZHYHU��GRFXPHQWDWLRQ�RI�WKH�UHDVRQV�IRU�GHYLDWLRQV�ZDV�PLVVLQJ�RU�XQFOHDU�LQ�D�VLJQLILFDQW�QXPEHU�RI�FDVHV��,Q�DGGLWLRQ��PDQ\�FDVHV�LQFOXGHG�GLVFUHSDQFLHV�EHWZHHQ�WKH�DZDUG�DPRXQW�FDOFXODWHG�IURP�WKH�DYDLODEOH�GDWD�DQG�WKH�DPRXQW�DZDUGHG�LQ�WKH�RUGHU��$OWKRXJK�HYDOXDWRUV�UHFRJQL]HG�WKH�HQRUPRXV�GHPDQGV�RI�WLPH�DQG�HQHUJ\�RQ�GHFLVLRQPDNHUV�WKURXJKRXW�WKH�FKLOG�VXSSRUW�V\VWHP��LW�LV�KLJKO\�UHFRPPHQGHG�WKDW�WKH�6WDWHV�LPSURYH�WKHLU�FDVH�GRFXPHQWDWLRQ�VR�WKDW�6WDWH�JXLGHOLQH�UHYLHZ�FRPPLVVLRQV�DQG�IXWXUH�HYDOXDWLRQV�FDQ�SHUIRUP�PRUH�GHILQLWLYH�DQDO\VHV��
,Q�DQ\�FKLOG�VXSSRUW�FDVH�XQGHU�DQ\�JXLGHOLQH��WKH�GHFLVLRQPDNHU�PXVW�DOZD\V�GHFLGH�D�ZLGH�UDQJH RI�IDFWV��VXFK�DV�WKH�ULJKW�DPRXQW�RI�GD\�FDUH�H[SHQVHV�EDVHG�RQ�WKH�DSSOLFDEOH�ODZ�DQG�WKH�IDFWV�RI�WKH�FDVH��$IWHU�WKHVH�IDFWV�KDYH�EHHQ�HVWDEOLVKHG��WKH�JXLGHOLQHV�PD\�PDQGDWH�QXPHULFDO�DGMXVWPHQWV�IRU�D�VSHFLILF�IDFWRU��VXFK�DV�FKLOG�FDUH��RU�PD\�OHDYH�WKH�DGMXVWPHQW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��7KH�HYDOXDWLRQ�H[DPLQHG�VHYHQ�NH\�IDFWRUV�LQ�FKLOG�VXSSRUW�JXLGHOLQHV²PXOWLSOH�IDPLOLHV��LQFRPH�GHILQLWLRQ��YHULILFDWLRQ��DQG�LPSXWDWLRQ��KHDOWK�FDUH�H[SHQVHV��FKLOG�FDUH��VXSSRUW�IRU�SRVWVHFRQGDU\�HGXFDWLRQ��WD[�FRQVLGHUDWLRQV��DQG�H[WHQGHG�FXVWRG\�DQG�YLVLWDWLRQ�DUUDQJHPHQWV��
7KH�H[DPLQDWLRQ�RI�WKHVH�VHYHQ�IDFWRUV�ZDV�LQWHQGHG�LQ�SDUW�WR�DQDO\]H�WKH�GLIIHUHQFHV�DPRQJ�JXLGHOLQHV�WKDW�PDQGDWHG�QXPHULFDO�DGMXVWPHQWV�RU�FDOFXODWLRQV�IRU�HDFK�IDFWRU�DQG�WKRVH�WKDW�DOORZHG�GHFLVLRQPDNHUV�WR�XVH�WKHLU�GLVFUHWLRQ�LQ�PDNLQJ�DGMXVWPHQWV��7KH�HYDOXDWLRQ�IRXQG��LQ�JHQHUDO��WKDW�ZKHUH�JXLGHOLQHV�LQFOXGHG�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV��WKH�DGMXVWPHQWV�ZHUH�PRVWO\�PDGH�ZKHUH�DSSOLFDEOH��+RZHYHU��GLVFUHWLRQDU\�DGMXVWPHQWV�ZHUH�PDGH�LQ�UHODWLYHO\�IHZHU�FDVHV��'DWD�IURP�FDVHV�LQ�WKH�6WDWHV�ZLWK�PDQGDWRU\�QXPHULFDO�DGMXVWPHQWV�VXJJHVW�WKDW�FKLOG�UHQ��LQ�VLPLODU�FLUFXPVWDQFHV�ZRXOG�EH�WUHDWHG�HTXLWDEO\�LI�PDQGDWRU\�DGMXVWPHQWV�ZHUH�LQFOXGHG�LQ�DOO�6WDWH�JXLGHOLQHV��
)LQDOO\��6WDWHV�DUH�UHTXLUHG�WR�UHYLHZ�WKHLU�JXLGHOLQHV�HYHU\���\HDUV�WR�HYDOXDWH�WKHLU�DGHTXDF\�DQG�FRQVLVWHQF\��5HYLHZHUV�DQDO\]H�FDVH�GDWD�UHODWHG�WR�WKH�DSSOLFDWLRQ�RI�DQG�GHYLDWLRQV�IURP�WKH�JXLGHOLQHV�DQG�FRQVLGHU�HFRQRPLF�GDWD�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��7KLV�HYDOXDWLRQ�H[DPLQHG�6WDWH�UHYLHZ�HIIRUWV�ZLWK�UHJDUG�WR�UHYLHZ�SURFHGXUHV��UHYLHZ�LVVXHV��DQG�UHYLHZHUV
�UHFRPPHQGDWLRQV��7KH�ILQGLQJV�ZHUH�WKDW�RQO\�DSSUR[LPDWHO\�RQH�KDOI�RI�WKH�6WDWHV�DSSHDUHG�WR�KDYH�IROORZHG�)HGHUDO�UHTXLUHPHQWV�WR�DQDO\]H�FDVH�GDWD�DQG�WR�FRQVLGHU�HFRQRPLF�GDWD�UHJDUGLQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��
,Q�IXWXUH�JXLGHOLQHV�UHYLHZV�6WDWHV�VKRXOG�FRQVLGHU�WKH�IROORZLQJ��� 8VH�VXIILFLHQW�UHVRXUFHV��WLPH��DQG�VWDII��� 3HUIRUP�FDVH�VXUYH\V�DQG�XVH�WKH�UHVXOWV�WR�OLPLW�GHYLDWLRQV�DQG�LPSURYH�FRQVLVWHQF\��DQG�� 5HYLHZ�WKH�HFRQRPLF�GDWD�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�DQG�XSGDWH�WKH�WDEOHV�XVHG�WR�FDOFXODWH�FKLOG�VXSSRUW�DZDUGV��
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9ROXPH�,,��)LQGLQJV�RI�6WDWH�*XLGHOLQH�5HYLHZV��6WDWH�*XLGHOLQH�6WXGLHV��DQG�8QVWUXFWXUHG�,QWHUYLHZV
([HFXWLYH�6XPPDU\KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO�H[HFVXP��KWP
7KH�)DPLO\�6XSSRUW�$FW�RI������UHTXLUHV�VWDWHV�WR�UHYLHZ�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV�DW�OHDVW�RQFH�HYHU\�IRXU�\HDUV�WR�HQVXUH�WKDW�WKHLU�DSSOLFDWLRQ�UHVXOWV�LQ�DSSURSULDWH�FKLOG�VXSSRUW�DZDUG�DPRXQWV��)HGHUDO�UHJXODWLRQV�DOVR�UHTXLUH�6WDWH�WR�DQDO\]H�FDVH�GDWD�UHODWHG�WR�WKH�DSSOLFDWLRQ�RI��DQG�GHYLDWLRQV�IURP��WKH�JXLGHOLQHV��7KH\�DOVR�PXVW�FRQVLGHU�HFRQRPLF�GDWD�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��%H\RQG�WKHVH�IHGHUDO�UHTXLUHPHQWV��6WDWHV�KDYH�EURDG�GLVFUHWLRQ�LQ�FRQGXFWLQJ�JXLGHOLQH�UHYLHZV��7KLV�UHSRUW�H[DPLQHV�WKH�UHYLHZ�SURFHVV�RI�6WDWH�DQG�MXULVGLFWLRQV��
(17,7<�&21'8&7,1*�67$7(�*8,'(/,1(�5(9,(:6
8VXDOO\�D�JRYHUQPHQW�HQWLW\�VXFK�DV�WKH�FRXUW�RU�6WDWH�FKLOG�VXSSRUW�DJHQF\�ZDV�UHVSRQVLEOH�IRU�WKH�JXLGHOLQH�UHYLHZ��2IWHQ�WKLV�HQWLW\�VROLFLWHG�LQSXW�IURP�RWKHUV��VXFK�DV�H[SHUW�FRQVXOWDQWV�DQG�DGYLVRU\�VXEFRPPLWWHHV��0DQ\�6WDWHV�KHOG�SXEOLF�KHDULQJV�WR�VROLFLW�GLYHUVH�SHUVSHFWLYHV��7KH�PDNHXS�RI�WKH�UHYLHZ�ERG\�ZDV�QRW�DV�VLJQLILFDQW�D�IDFWRU�LQ�WKH�TXDOLW\�RI�WKH�UHYLHZ�DV�WKH�WLPH�DQG�UHVRXUFHV�FRPPLWWHG�WR�WKH�HIIRUW��$OVR�NH\�ZDV�WKH�UHFHSWLYLW\�RI�WKH�UHVSRQVLEOH�6WDWH�DXWKRULW\�WR�WKH�UHYLHZHUV
�UHFRPPHQGDWLRQV��,Q�VRPH�FDVHV��WKH�UHVSRQVLEOH�ERGLHV�UHMHFWHG�UHFRPPHQGHG�FKDQJHV��
/HVV�WKDQ�KDOI�RI�WKH�UHVSRQGLQJ�VWDWHV�DSSHDU�WR�KDYH�IROORZHG�WKH�IHGHUDO�UHTXLUHPHQWV�WR�DQDO\]H�FDVH�GDWD�DQG�WR�FRQVLGHU�HFRQRPLF�GDWD�UHJDUGLQJ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��0RVW�6WDWH�VWXGLHV�RQ�FKLOG�UHDULQJ�FRVWV�UHOLHG�RQ�QDWLRQDO�GDWD�RQ�FRQVXPHU�H[SHQGLWXUHV��)HZ�6WDWHV�H[DPLQHG�VWDWH�RU�UHJLRQ�VSHFLILF�H[SHQGLWXUH�OHYHOV� 5HYLHZHUV�DFNQRZOHGJHG�WKH�DJH�RI�VRPH�RI�WKH�UHVHDUFK�XSRQ�ZKLFK�WKH�QDWLRQDO�GDWD�ZDV�EDVHG��$QRWKHU�OLPLWDWLRQ�LV�WKDW�WKHVH�VWXGLHV�UDUHO\�IDFWRUHG�LQ�FRVWO\�H[SHQGLWXUHV�VXFK�DV�FKLOG�FDUH��SRVW�VHFRQGDU\�HGXFDWLRQ��DQG�PHGLFDO�LQVXUDQFH��
$ERXW����6WDWHV�DQG�MXULVGLFWLRQV�LQGLFDWHG�WKDW�WKH\�KDG�FROOHFWHG�FDVH�GDWD�RQ�GHYLDWLRQV�IURP�WKH�JXLGHOLQHV��/DFN�RI�IXQGLQJ��UHVRXUFHV��DXWRPDWHG�GDWD�SURFHVVLQJ��DQG�DGHTXDWH�GRFXPHQWDWLRQ�LQ�FDVH�ILOHV�DIIHFWHG�WKHVH�VWXGLHV��$�VXPPDU\�DQG�DQDO\VLV�RI�6WDWH�FDVHV�VDPSOLQJV�LV�IRXQG�LQ�3DUW���RI�WKLV�UHSRUW��
723,&6�$''5(66('�%<�5(9,(:(56
6WDWH�JXLGHOLQH�UHYLHZHUV�VWXGLHG�D�QXPEHU�RI�LVVXHV�UHODWHG�WR�WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV��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��
*8,'(/,1(�02'(/6
$FFRUGLQJ�WR�WKH�UHFRUGV��JXLGHOLQH�PRGHOV�ZHUH�JHQHUDOO\�QRW�FRQVLGHUHG�E\�UHYLHZHUV��:KHQ�FRQVLGHUHG��VWDWHV�XVXDOO\�UHFRPPHQGHG�WKDW�WKH�FXUUHQW�PRGHO�EH�NHSW��2I�WKH�WZR�VWDWHV�ZKLFK�UHFRPPHQGHG�FKDQJHV�RQO\�RQH�DGRSWHG�WKH�FKDQJH��
$9$,/$%/(�,1&20(
,Q�GHOLEHUDWLQJ�IDFWRUV�ZKLFK�GHWHUPLQHG�WKH�LQFRPH�DYDLODEOH�IRU�VXSSRUW��UHYLHZHUV�FRQVLGHUHG�ZKR�PLJKW�RZH�VXSSRUW��KRZ�ORQJ�FKLOG�VXSSRUW�VKRXOG�EH�RZHG��DQG�LVVXHV�UHJDUGLQJ�SDUHQW�LQFRPH��
$9$,/$%/(�,1&20(��:+2�3$<6�$1'�+2:�/21*
5HYLHZ�FRPPLWWHHV�GLVFXVVHG�WKH�TXHVWLRQ�RI�ZKR�PLJKW�KDYH�DQ�REOLJDWLRQ�WR�SD\�FKLOG VXSSRUW��'HOLEHUDWLRQ�FHQWHUHG�RQ�WKH�REOLJDWLRQV�RI�WKH�FXVWRGLDO�SDUHQW��HLWKHU�SDUHQW
V�QHZ�VSRXVH�RU�SDUWQHU��DQG�WKH�FKLOG
V�JUDQGSDUHQWV��5HYLHZHUV�KDG�PL[HG�UHFRPPHQGDWLRQV�UHJDUGLQJ�ZKHWKHU�DQG�KRZ�WKH�FXVWRGLDO�SDUHQW�LQFRPH�ZRXOG�ILJXUH�LQWR�WKH GHWHUPLQDWLRQ�RI�FKLOG�VXSSRUW��EXW�JHQHUDOO\�UHMHFWHG�WKH�LGHD�RI�LQFOXGLQJ�QHZ�VSRXVH�LQFRPH�DQG�ZHUH�XQDEOH�WR�GHFLGH�ZKHWKHU�WR�GHVLJQDWH�JUDQGSDUHQWV�DV�REOLJRUV��
$QRWKHU�UHYLHZ�LVVXH�ZDV�WKH�WHUPLQDWLRQ�RI�FKLOG�VXSSRUW��6RPH�UHYLHZV�IRFXV�RQ�DJH�UHODWHG�WHUPLQDWLRQ��2WKHU�UHFRPPHQGDWLRQV�DOORZHG�H[WHQVLRQV�RI�VXSSRUW�LI�WKH�FKLOG�ZDV�VWLOO�LQ�KLJK�VFKRRO�RU�SRVW�VHFRQGDU\�VFKRRO�RU�LI�WKH�FKLOG�ZDV�PHQWDOO\�LOO�RU�SK\VLFDOO\�GLVDEOHG��
$9$,/$%/(�,1&20(��'(7(50,1$7,21�2)�,1&20(
2QH�RI�WKH�ILUVW�VWHSV�LQ�DQ\�FKLOG�VXSSRUW�FDVH�LV�WKH�GHWHUPLQDWLRQ�RI�LQFRPH��6WDWH�JXLGHOLQH�UHYLHZHUV�GHYRWHG�FRQVLGHUDEOH�WLPH�WR�LVVXHV�UHJDUGLQJ�SDUHQW�LQFRPH��.H\�LQFRPH�GHWHUPLQDWLRQV�LVVXHV�LQFOXGHG�����WKH�XVH�RI�QHW�RU�JURVV�LQFRPH������WKH�GHILQLWLRQ�RI�LQFRPH������WKH�YHULILFDWLRQ�RI�LQFRPH��DQG�����DGMXVWPHQWV�WR�LQFRPH��
7KH�XVH�RI�QHW�YHUVXV�JURVV�ZDV�D�SRSXODU�LVVXH��:KLOH�WKH�VWDWHV�ZHUH�VSOLW��LQ�UHDOLW\�WKHUH�ZDV�OLWWOH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�SRVLWLRQV��DV�PRVW�GHILQLWLRQV�RI�JURVV�LQFRPH�DOORZHG�VRPH�NLQGV�RI�DGMXVWPHQWV��,Q�GHILQLQJ�LQFRPH��UHYLHZ�WHDPV�FRQVLGHUHG�ZKHWKHU�PHDQV�WHVWHG�DQG�RWKHU�DVVLVWDQFH�PRQLHV�VKRXOG�EH�LQFOXGHG�DV�LQFRPH��7KH\�DJUHHG�WKDW�$)'&�EHQHILWV�ZRXOG�QRW�EH�FRQVLGHUHG�DV�LQFRPH��EXW�UHDFKHG�GLIIHUHQW�FRQFOXVLRQV�DERXW�RWKHU�IRUPV�RI�DVVLVWDQFH��&RPPLWWHHV�DOVR�GHWHUPLQHG�KRZ�WR�DVVHVV�LQFRPHV�RI�VHOI�HPSOR\HG�SDUHQWV�DQG�PLOLWDU\�SHUVRQQHO��

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/execsum2.htm
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/execsum2.htm
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&RPPLWWHHV�DOVR�FRQVLGHUHG�WKH�LQFOXVLRQ�RI�PRQLHV�GHULYHG�IURP�VHFRQG�MREV��RYHUWLPH��RU�ERQXVHV��7KH\�JHQHUDOO\�FRQFOXGHG�WKDW�VHFRQG�MRE�HDUQLQJV�EH�LQFOXGHG�DV�LQFRPH��LQ�VRPH�VWDWHV�WKDW�GHFLVLRQ�ZRXOG�EH�FRQGLWLRQHG�RQ�WKH�SRLQW�DW�ZKLFK�WKH�SDUW\�WRRN�WKH�MRE�DQG�WKH�UHDVRQV�IRU�WDNLQJ�LW��7KH\�JHQHUDOO\�UHFRPPHQGHG�WKDW�RYHUWLPH�EH�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQ�PDNHU��DQG�ERQXVHV�EH�LQFOXGHG��
$�QXPEHU�RI�UHYLHZHUV�FRQVLGHUHG�WKH�LVVXH�RI�LPSXWDWLRQ�RI�LQFRPH��7KH�WHDPV�WHQGHG�WR�DJUHH�WKDW�LQFRPH�VKRXOG�EH�LPSXWHG�ZKHQ�D�SDUHQW�LV�YROXQWDULO\�XQGHU�RU�XQHPSOR\HG��7KH�XVXDO�WUHDWPHQW�ZDV�WKDW�XQGHUHPSOR\PHQW�UHIHUUHG�WR�VLWXDWLRQV�ZKHQ�WKH�SDUWQHU
V�MRE�ZDV�QRW�FRQVLVWHQW�ZLWK�WKH�OHYHO�RI�HGXFDWLRQ��VNLOOV��RU�H[SHULHQFH��7KH\�IXUWKHU�GHWHUPLQHG�FRQGLWLRQV�XQGHU�ZKLFK�LQFRPH�VKRXOG�EH�DWWULEXWHG��WKH�OHYHO�DW�ZKLFK�LPSXWDWLRQ�LQFRPH�VKRXOG�EH�VHW��DQG�H[FHSWLRQV�WKDW�ZRXOG�SHUPLW�D�SDUHQW�WR�DYRLG�WKH�LPSXWDWLRQ�RI�LQFRPH��
,Q�D�UHODWHG�PDWWHU��RQH�VWDWH�VWXGLHG�YHULILFDWLRQ�RI�LQFRPH�DQG�H[SUHVVHG�FRQFHUQ�RYHU�WKH�LQDGHTXDF\�RI�YHULILFDWLRQ��
6RPH�UHYLHZHUV�FRQVLGHUHG�LQFRPH�DGMXVWPHQWV�IRU�FKLOG�UHDULQJ�FRVWV��DQG�KRZ�WR�DOORFDWH�WKHVH�FRVWV��,QFRPH�DGMXVWPHQW�IDFWRUV�LQFOXGHG�FKLOG�FDUH�H[SHQVHV��PHGLFDO�LQVXUDQFH�SUHPLXPV��H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV��DQG�SRVW�VHFRQGDU\�HGXFDWLRQ�FRVWV��0DQ\�WHDPV�UHFRPPHQGHG�WKDW�WKH\�EH�KDQGOHG�DV��DERYH�WKH�OLQH��LQFRPH�DGMXVWPHQWV�ZKLFK�RFFXU�SULRU�WR�WKH�FDOFXODWLRQ�RI�WKH�FKLOG�VXSSRUW�REOLJDWLRQ��$OWHUQDWLYHO\�WKH\�UHFRPPHQGHG�WKDW�VRPH�RI�WKHVH�H[SHQVHV�EH�KDQGOHG�DV��EHORZ�WKH�OLQH��DGMXVWPHQWV��GLVFXVVHG�EHORZ��2WKHU�LVVXHV�SHUWDLQLQJ�WR�WKHVH�PDWWHUV�ZHUH�DOORFDWLRQ RI�H[SHQVHV�DQG�PHWKRG�RI�SD\PHQW��
7KH\�DOVR�FRQVLGHUHG�RWKHU�LQFRPH�UHODWHG�LVVXHV�VXFK�DV�IHGHUDO�DQG�RU�VWDWH�LQFRPH�WD[�ZLWKKROGLQJV��DOLPRQ\�DQG�RWKHU�FKLOG�VXSSRUW�REOLJDWLRQV��
$33/,&$7,21�2)�*8,'(/,1(
,Q�FRQVLGHULQJ�LVVXHV�UHODWHG�WR�WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV��UHYLHZHUV�GLVFXVVHG�PDWWHUV�VXFK�DV�WKH�SDUWLFXODU�LQFRPH�OHYHOV�WR�ZKLFK�JXLGHOLQHV�DSSO\��ZKHWKHU�WKH�JXLGHOLQHV�ZHUH�JHQHUDOO\�DGHTXDWH�WR�PHHW�FKLOGUHQ
V�EDVLF�QHHGV�DW�GLIIHUHQW�DJHV��KRZ�JXLGHOLQHV�PDQDJH�YDULRXV�FXVWRG\�DQG�FDUH�VFKHPHV��JXLGHOLQH�WUHDWPHQW�RI�RWKHU�IDPLO\�UHODWHG�VLWXDWLRQV��DQG�WKH�LQFOXVLRQ�RI�FHUWDLQ�LWHPV�LQ�WKH�EDVLF�FKLOG�VXSSRUW�DPRXQW�YHUVXV�WUHDWPHQW�DV�DQ�DGG�RQ�WR�WKH�EDVLF�DZDUG��
5HYLHZHUV�GLVFXVVHG�WKH�SDUWLFXODU�LQFRPH�OHYHOV�WR�ZKLFK�JXLGHOLQHV�DSSO\��DQG�UHFRPPHQGHG�VHOI�VXSSRUW�UHVHUYHV�DQG�PLQLPXP�VXSSRUW�REOLJDWLRQV�IRU�ORZ�LQFRPH�REOLJRUV�DQG�LQFRPH�RU�DZDUG�FDSV�IRU�KLJK�LQFRPH�REOLJRUV��7KH\�FRQVLGHUHG�KRZ�WR�LQFRUSRUDWH�FKLOGUHQ
V�EDVLF�QHHGV��DQG�ZKHWKHU�WKH�VXSSRUW�DPRXQW�VKRXOG�YDU\�ZLWK�DJH��
5HYLHZ�WHDPV�FRQVLGHUHG�VHYHUDO�LVVXHV�UHODWLQJ�WR�FXVWRG\�DQG�PXOWLSOH�IDPLOLHV��7KH\�GLVFXVVHG�WKH�GHILQLWLRQV�RI�QRUPDO�YLVLWDWLRQDQG�H[WHQGHG�YLVLWDWLRQ DQG�ZKHWKHU�RU�QRW�DQG�E\�KRZ�PXFK�WR�DEDWH�WKH�REOLJRU
V�VXSSRUW�DZDUG�GXULQJ�VXFK�SHULRGV��
5HFRPPHQGDWLRQV�IRU�MRLQW�RU�VKDUHG�FXVWRG\�VLWXDWLRQV�ZHUH�JHQHUDOO\�HLWKHU�WR�LQFRUSRUDWH�D�MRLQW�FXVWRG\�FDOFXODWLRQ�PHWKRG�LQWR�WKH�VWDWH�JXLGHOLQH�RU�WR�OHDYH�WKH�PDWWHU�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQ�PDNHU��6WDWHV�ZKLFK�GHDOW�ZLWK�VSOLW�FXVWRG\�LQ�WKHLU�UHYLHZV�FRQVLGHUHG�WKH�SURFHGXUHV�IRU�FDOFXODWLQJ�VXSSRUW�LQ�VXFK�FDVHV�DQG�WHFKQLFDO�IDFWRUV��VXFK�DV�WKH�W\SHV�RI�ZRUNVKHHWV�WR�EH�FRPSOHWHG��6WDWH�FXVWRG\�LVVXHV�ZHUH�KDQGOHG�ERWK�E\�GLVWLQJXLVKLQJ�FDVHV�DFFRUGLQJ�WR�WKH�QXPEHU�RI�FKLOGUHQ�LQ�VWDWH�FXVWRG\�DQG�E\�WUHDWLQJ�DOO�IRVWHU�FDUH�FDVHV�DV�PXOWLSOH�IDPLO\�FDVHV��
5HFRPPHQGDWLRQV�IRU�PXOWLSOH�IDPLO\�LVVXHV�LQFOXGHG�LQFRUSRUDWLQJ�VXEVHTXHQW�IDPLOLHV�DV�ZHOO�DV�SULRU�IDPLOLHV�LQWR�JXLGHOLQH�IRUPXODH�DQG�DOORZLQJ�IRU�GHYLDWLRQV�DW�WKH GLVFUHWLRQ�RI�WKH�GHFLVLRQ�PDNHU��
5HYLHZ�FRPPLWWHHV�FRQVLGHUHG�D�QXPEHU�RI�EHORZ�WKH�OLQH�DGMXVWPHQWV�WR�WKH�EDVLF�DZDUG�DPRXQW�LQ�WKH�IRUP�RI�DGG�RQV�WR��RU�GHYLDWLRQV�IURP�WKH�JXLGHOLQH�DPRXQW��)DFWRUV�WR�EH�WUHDWHG�LQ�WKLV�ZD\�LQFOXGHG�FKLOG�FDUH�FRVWV��KHDOWK�LQVXUDQFH�SUHPLXPV��FRVWV�RI�DQG�WKH�GHILQLWLRQ�RI�XQLQVXUHG�KHDOWK�FDUH��DQG�FRVWV�RI�SRVW�VHFRQGDU\�HGXFDWLRQ��7KHVH�ZHUH�KDQGOHG�HLWKHU�DV�DERYH�WKH�OLQH�LQFRPH�DGMXVWHUV��DV�GLVFXVVHG�DERYH��RU�DV�EHORZ�WKH�OLQH�DZDUG�DGMXVWPHQWV��$OORFDWLRQ RI�WKHVH�H[SHQVHV�WR�WKH�SDUWLHV�DQG�PHWKRG�RI�SD\PHQW�ZHUH�DOVR�DGGUHVVHG��
$'0,1,675$7,9(�,668(6
,Q�DGGLWLRQ�WR�IDFWRUV�DIIHFWLQJ�WKH�FKLOG�VXSSRUW�DPRXQW��UHYLHZHUV�FRQVLGHUHG�DGPLQLVWUDWLYH�LVVXHV��7KHVH�LQFOXGHG�REOLJHH�DFFRXQWDELOLW\��WKH�UROH�RI FKLOG�VXSSRUW�JXLGHOLQHV�LQ�WKH�PRGLILFDWLRQ�RI�DZDUGV��DXWRPDWLF�DZDUG�DGMXVWPHQWV�WR�KDQGOH�FRVW�RI�OLYLQJ�LQFUHDVHV��UHWURDFWLYH�FKLOG�VXSSRUW��VXSSRUW�HQIRUFHPHQW�DQG�DUUHDUV��7KH\�DOVR�FRQVLGHUHG�WKH�UHODWHG�WRSLF�RI�VSRXVDO�VXSSRUW��
5(&200(1'$7,216

� 6WDWHV�VKRXOG�KDYH�D�EURDG�UHSUHVHQWDWLRQ�RI�LQWHUHVWV�RQ�WKH�JXLGHOLQHV�UHYLHZ�ERDUG��� $W�WKH�WLPH�RI�WKH�UHYLHZ��VWDWHV�VKRXOG�GR�D�FDVH�VXUYH\�RI�WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV��DQG�ILQG�RXW�ZKHUH�WKH�VLJQLILFDQW�GHYLDWLRQV�RFFXU��DQG�WDNH�VWHSV�WR�UHGXFH�VXFK�GHYLDWLRQV�ZKHUH�GHVLUDEOH��� $W�WKH�WLPH�RI�JXLGHOLQH�UHYLHZV��VWDWHV�VKRXOG�UHYLHZ�FKDQJHV�RQ�WKH�FRVWV�RI�UDLVLQJ�FKLOGUHQ�VLQFH�WKH�SUHYLRXV�JXLGHOLQHV�ZHUH�DGRSWHG�DQG�DGMXVW�JXLGHOLQHV�DFFRUGLQJO\��
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3$57����6800$5<�2)�67$7(�*8,'(/,1(�5(9,(:�352&(66(6�$1'�287&20(6KWWS���ZZZ�DFI�GKKV�JRY�SURJUDPV�FVH�USW�JGO�Y�SW��KWP
,Q������WKH�8�6��'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV
��++6
��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��2&6(��HQJDJHG�&65��,QFRUSRUDWHG��DQG�WKH�$PHULFDQ�%DU�$VVRFLDWLRQ��$%$��&HQWHU�RQ�&KLOGUHQ�DQG�WKH�/DZ�WR�VWXG\�WKH�LPSDFW�DQG�RSHUDWLRQ�RI�6WDWH�FKLOG�VXSSRUW�JXLGHOLQHV��7KHVH�JURXSV�DQDO\]HG�FKLOG�VXSSRUW�JXLGHOLQH�IRUPXODWLRQ�DQG�DSSOLFDWLRQ��GHYLDWLRQV�IURP�6WDWH�JXLGHOLQHV��GRFXPHQWDWLRQ�RI�JXLGHOLQH�GHFLVLRQV��DQG�JXLGHOLQH�UHYLHZ�UHTXLUHPHQWV�DQG�SURFHGXUHV��>�6WDWHPHQW�RI�:RUN�IRU�(YDOXDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQH�3URMHFW��XQGDWHG��@�
7KLV�UHSRUW�DQDO\]HV�6WDWH�UHYLHZV�RI�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV��>�6WDWH�GDWD�RQ�JXLGHOLQH�GHYLDWLRQV�DUH�IXOO\�DGGUHVVHG�LQ�D�VHSDUDWH�UHSRUW��WKHUHIRUH��WKH�WRSLF�LV�RQO\�EULHIO\�LQFOXGHG�KHUH�@�:KLOH�WKH�VFRSH�RI�WKLV�UHSRUW�LV�OLPLWHG²LWV�ILQGLQJV�DUH�EDVHG�VROHO\�RQ�WKH�GRFXPHQWV�IRUZDUGHG�WR�WKH�$%$�E\�HDFK�6WDWH�DQG�DUH�VXSSOHPHQWHG�RQO\�PLQLPDOO\�E\�WKH�LQGHSHQGHQW�NQRZOHGJH�DQG�RU�UHVHDUFK�RI�WKH�DXWKRUV²LW�SUHVHQWV�D�ZHDOWK�RI�LQIRUPDWLRQ�DERXW�����KRZ�6WDWH�JXLGHOLQH�UHYLHZV�DUH�FRQGXFWHG������WKH�UDQJH�RI�VXEVWDQWLYH�LVVXHV�FRQVLGHUHG�DQG�UHFRPPHQGDWLRQV�PDGH�GXULQJ�UHYLHZV��DQG�����WKH�LPSOHPHQWDWLRQ�RI�UHYLHZ�ERG\�UHFRPPHQGDWLRQV��
%$&.*5281'
7KH�)DPLO\�6XSSRUW�$FW�RI�������3XEOLF�/DZ����������DOORZV�6WDWHV�WR�UHFHLYH�IXQGLQJ�XQGHU�7LWOH�,9�'�RI�WKH�6RFLDO�6HFXULW\�$FW��KHUHDIWHU�UHIHUUHG�WR�DV��,9�'����LI�WKH\�PHHW�FHUWDLQ�UHTXLUHPHQWV��2QH�FRQGLWLRQ�LV�WKDW�WKH�6WDWH�PXVW��HVWDEOLVK�RQH�VHW�RI�JXLGHOLQHV�E\�ODZ�RU�E\�MXGLFLDO�RU�DGPLQLVWUDWLYH�DFWLRQ�IRU�VHWWLQJ�DQG�PRGLI\LQJ�FKLOG�VXSSRUW�DZDUG�DPRXQWV�ZLWKLQ�WKH�6WDWH���>����&)5��������D������8�6�&������D��@�
&RQJUHVV�WRRN�D�WKUHH�SURQJHG�DSSURDFK�WR�LWV�FKLOG�VXSSRUW�JXLGHOLQH�UHTXLUHPHQW������D�VLQJOH��VWDWHZLGH�DSSURDFK�ZDV�VXSSRVHG�WR�UHVXOW�LQ�JUHDWHU�FRQVLVWHQF\�ZLWKLQ�HDFK�6WDWH��L�H���FDVHV�ZLWK�VLPLODU�IDFWV�VKRXOG�SURGXFH�VLPLODU�RUGHUV�������ZLWK�D�VWDQGDUG�DSSURDFK�WR�VHWWLQJ�RUGHUV��&RQJUHVV�H[SHFWHG�WKH�HQWLUH�FKLOG�VXSSRUW�SURFHVV�WR�EHFRPH�PRUH�HIILFLHQW��DQG�LI�SHRSOH�FRXOG�EHWWHU�SUHGLFW�WKHLU�FKLOG�VXSSRUW�REOLJDWLRQV�EHIRUH�D�KHDULQJ��WKH\�ZRXOG�KDYH�PRUH�LQFHQWLYH�WR�HQWHU�YROXQWDU\�VHWWOHPHQWV²DQ�RXWFRPH�WKDW�ZRXOG�GHFUHDVH�WKH�UDWH�RI�WLPH�FRQVXPLQJ�FRQWHVWHG�FDVHV��DQG�����&RQJUHVV�DQWLFLSDWHG�WKDW�EHFDXVH�D�6WDWH
V�JXLGHOLQH�ZRXOG�EH�EDVHG�RQ�FKLOG�UHDULQJ�GDWD��FKLOG�VXSSRUW�RUGHUV�ZRXOG�EHWWHU�UHIOHFW�WKH�DFWXDO�FRVWV�RI�UDLVLQJ�FKLOGUHQ��>�:LOOLDPV����$Q�2YHUYLHZ�RI�&KLOG�6XSSRUW�*XLGHOLQHV�LQ�WKH�8QLWHG�6WDWHV����LQ�&KLOG�6XSSRUW�*XLGHOLQHV��7KH�1H[W�*HQHUDWLRQ��0��+D\QHV�HG���������S����@�
&RQJUHVV�JDYH�6WDWHV�D�EDVLF�IUDPHZRUN�IRU�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV��$W�D�PLQLPXP��JXLGHOLQHV�ZHUH�GHVLJQHG�WR�GR�WKH�IROORZLQJ��� Â&RQVLGHU�DOO�HDUQLQJV�DQG�LQFRPH�RI�WKH�QRQFXVWRGLDO�SDUHQW��1&3���� Â%H�EDVHG�RQ�VSHFLILF�GHVFULSWLYH�DQG�QXPHULF�FULWHULD��� Â&RPSXWH�DQ�DFWXDO�FKLOG�VXSSRUW�DPRXQW��� Â%H�XVHG�LQ�ERWK�MXGLFLDO�DQG�DGPLQLVWUDWLYH�SURFHHGLQJV��� Â%H�D�UHEXWWDEOH�SUHVXPSWLRQ�RI�WKH�FRUUHFW�OHYHO�RI�VXSSRUW�IRU�D�FKLOG�XQGHU�WKH�SDUWLFXODU�FLUFXPVWDQFHV��DQG�� Â3URYLGH�IRU�D�FKLOG
V�KHDOWK�FDUH�QHHGV�E\�PHDQV�RI�KHDOWK�LQVXUDQFH�FRYHUDJH�RU�DQRWKHU�DUUDQJHPHQW��>����&)5����������DQG��I��@�
&RQJUHVV�DOVR�UHFRJQL]HG�WKDW�WKH�ZRUOG�LV�QRW�VWDWLF��)RU�LQVWDQFH��RUGHUV�WKDW�ZHUH�DGHTXDWH�WR�PHHW�FKLOGUHQ
V�QHHGV�LQ������PLJKW�EH�WRR�VPDOO�LQ������EHFDXVH�RI�FRVW�RI�OLYLQJ�FKDQJHV�ZLWKLQ�D�6WDWH��6RFLDO�FKDQJHV�DOVR�PD\�DIIHFW�D�6WDWH
V�JXLGHOLQHV��)RU�H[DPSOH��WKH�LQFLGHQFH�RI�PXOWLSOH�IDPLOLHV�ZDV�IDU�JUHDWHU�LQ������WKDQ�LQ�������7KXV��LW�LV�OLNHO\�WKDW�JXLGHOLQHV�LQ�HIIHFW�LQ������HLWKHU�GLG�QRW�DGGUHVV�WKLV�LVVXH�DW�DOO�RU�DGGUHVVHG�LW�LQ�D�FXUVRU\�PDQQHU�RQO\��
7R�HQVXUH�WKH�FRQWLQXHG�HIIHFWLYHQHVV�RI�JXLGHOLQHV��6WDWHV�ZRXOG�KDYH�WR�HYDOXDWH�WKHP�SHULRGLFDOO\��&RQJUHVV�VRXJKW�WR�JXDUDQWHH�JXLGHOLQH�UHYLHZ�E\�UHTXLULQJ�DQ�HYDOXDWLRQ�DW�OHDVW�RQFH�HYHU\���\HDUV��,I�WKH�JXLGHOLQH�UHYLHZ�LQGLFDWHG�WKH�QHHG�IRU�FKDQJH��WKH�6WDWH�ZDV�WR�DPHQG�LWV�JXLGHOLQH�DFFRUGLQJO\��>�,G���DW��������I��@�'XULQJ�WKHVH�UHYLHZV��6WDWHV�ZHUH�WR�H[DPLQH�WKH�VWUXFWXUH�DQG�XVH�RI�WKHLU�JXLGHOLQH�IRUPXODH�DV�ZHOO�DV�WR��FRQVLGHU�HFRQRPLF�GDWD�RQ�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�DQG�DQDO\]H�FDVH�GDWD��JDWKHUHG�WKURXJK�VDPSOLQJ�RU�RWKHU�PHWKRGV��RQ�WKH�DSSOLFDWLRQ�RI��DQG�GHYLDWLRQV�IURP��WKH�JXLGHOLQHV���>����&)5��������K���6HH�JHQHUDOO\����&)5��������D��@�
0(7+2'2/2*<
7KH�ILUVW�VHFWLRQ�RI�WKLV�UHSRUW�DGGUHVVHV�WKH�$%$�SURFHVV�IRU�HYDOXDWLQJ�6WDWH�UHYLHZV�RI�FKLOG�VXSSRUW�JXLGHOLQHV��,W�LV�GLYLGHG�LQWR�WKUHH�VXEVHFWLRQV��GDWD�FROOHFWLRQ��WKH�UHVSRQVHV��DQG�GDWD�VHOHFWLRQ��
'DWD�&ROOHFWLRQ
,Q�'HFHPEHU�������-XGJH�'DYLG�*UD\�5RVV��'HSXW\�'LUHFWRU�RI�2&6(��ZURWH�WR�WKH�&KLOG�6XSSRUW�'LUHFWRU�RI�HDFK�6WDWH��WKH�'LVWULFW�RI�&ROXPELD��DQG�WKH�8�6��WHUULWRULHV��FROOHFWLYHO\���WKH�6WDWHV��RU��WKH�MXULVGLFWLRQV���DQG�RXWOLQHG�WKH�*XLGHOLQH�(YDOXDWLRQ�3URMHFW��>�$�FRS\�RI�-XGJH�5RVV
�OHWWHU�DSSHDUV�DV�$SSHQGL[���@�+H�DVNHG�HDFK�6WDWH�WR�LQIRUP�WKH�$%$�DERXW�WKHLU�JXLGHOLQH�UHYLHZV�VLQFH�WKH�HIIHFWLYH�GDWH�RI�WKH�)DPLO\�6XSSRUW�$FW
V�JXLGHOLQH�UHYLHZ�PDQGDWH��6SHFLILFDOO\��HDFK�6WDWH�ZDV�DVNHG�WR�VHQG�WKH�IROORZLQJ��Â,QIRUPDWLRQ�FRQFHUQLQJ�WKH�QXPEHU�RI�JXLGHOLQH�UHYLHZV�XQGHUWDNHQ�VLQFH�2FWREHU�����������
Â$�VXPPDU\�RI�WKH�6WDWH
V�UHYLHZ�SURFHVV��H�J���KHDULQJV��DGYLVRU\�FRPPLWWHHV��FDVH�VWXGLHV��FDVH�GDWD�FRPSLODWLRQV��MXGLFLDO�UHYLHZV��DQG�FKLOG�UHDULQJ�FRVW�VWXGLHV���

http://www.acf.dhhs.gov/programs/cse/rpt/gdl/v2pt1.htm
http://www.acf.dhhs.gov/programs/cse/rpt/gdl/v2pt1.htm
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� Â$OO�JXLGHOLQH UHYLHZ�UHSRUWV��� Â$�VXPPDU\�RI�WKH�DFWLRQ�WDNHQ�DV�D�UHVXOW�RI�WKH�UHYLHZ�V���DQG�� Â,QIRUPDWLRQ�DERXW�XSFRPLQJ�UHYLHZV��
6RPH�6WDWHV�UHVSRQGHG�LPPHGLDWHO\�ZLWK�VRPH�RU�DOO�RI�WKH�UHTXHVWHG�PDWHULDOV��7R�REWDLQ�LQIRUPDWLRQ�IURP�RWKHU�6WDWHV��WKH�$%$�VXSSOHPHQWHG�-XGJH�5RVV
�OHWWHU�ZLWK�D�WHOHSKRQH�FDPSDLJQ��$%$�FDOOHUV�IUHTXHQWO\�FRQWDFWHG�WKH�6WDWH�FKLOG�VXSSRUW�GLUHFWRU��WKH�6WDWH
V�UHYLHZ�WHDP�OHDGHU��LI�RQH�KDG�EHHQ�LGHQWLILHG��WKH�6WDWH
V�FKLHI�MXVWLFH��DQG�RU�SHUVRQDO�FRQWDFWV�ZLWKLQ�WKH�FKLOG�VXSSRUW�FRPPXQLW\�WR�UHQHZ�WKH�UHTXHVW�IRU�GDWD��:KLOH�PDQ\�UHVSRQGHG�WR�WKHVH�VXSSOHPHQWDO�FRQWDFWV��VRPH�MXULVGLFWLRQV�IDLOHG�WR�SURYLGH�DQ\�RI�WKH�UHTXHVWHG�LQIRUPDWLRQ�LQ�ZULWLQJ��$�WRWDO�RI����RI����MXULVGLFWLRQV�SURYLGHG�VRPH�IRUP�RI�ZULWWHQ�UHVSRQVH��>�$�IXOO�OLVWLQJ�RI�WKH�MXULVGLFWLRQV��WKHLU�GHVLJQDWHG�FRQWDFW�SHRSOH��DQG�WKH�PDWHULDOV�VXEPLWWHG�WR�WKH�$%$�DSSHDUV�LQ�$SSHQGL[HV�������DQG���@�
7KH�5HVSRQVHV
7KH�IRUPDW�DQG�FRQWHQW�RI�WKH�6WDWH�UHVSRQVHV�YDULHG�JUHDWO\��6WDWHV�VHQW�IRUPDO�JXLGHOLQH�UHYLHZ�UHSRUWV��FRPPLWWHH�PLQXWHV��FRQVXOWDQW�UHSRUWV��VXPPDU\�OHWWHUV�ZLWK�GLIIHULQJ�GHJUHHV�RI�GHWDLO��ZRUNVKRS�QRWHV��DQG�RU�WKH�JXLGHOLQHV�WKHPVHOYHV��7KHVH�PDWHULDOV�RIWHQ�SURYLGHG�WKH�LQIRUPDWLRQ�WKDW�-XGJH�5RVV�UHTXHVWHG��:KHQ�WKHUH�ZHUH�REYLRXV�RPLVVLRQV��$%$�VWDII�DWWHPSWHG�WR�UHDFK�6WDWH�FRQWDFWV�IRU�VXSSOHPHQWDO�LQIRUPDWLRQ��>�7KH�$%$�OLPLWHG�LWV�DQDO\VLV�WR�WKH�PDWHULDOV�VHQW�E\�WKH�6WDWH��6WDII�GLG�QRW�VHW�RXW�WR�H[DPLQH�HDFK�6WDWH
V�PDWHULDOV�IRU�DFFXUDF\�RU�FRPSOHWHQHVV��+RZHYHU��DV�VWDWHG�DERYH� ZKHQ�WKHUH�ZDV�QR�LQIRUPDWLRQ��D�UHVSRQVH�WKDW�ZDV�FOHDUO\�SDUWLDO�RU�LQVXIILFLHQW��RU�D�SDFNDJH�ZLWKRXW�GHYLDWLRQ�LQIRUPDWLRQ��VWDII�DWWHPSWHG�WR�VHFXUH�DGGLWLRQDO�UHVSRQVHV�IURP�WKH�VWDWH��6WDII�GLG�QRW�FRUUHFW�RU�VXSSOHPHQW�6WDWH�PDWHULDOV�WKURXJK�LQGHSHQGHQW�UHVHDUFK�@�+RZHYHU��VXSSOHPHQWDO�HIIRUWV�ZHUH�QRW�DOZD\V�VXFFHVVIXO��7KXV��WKH�XQHYHQ�TXDOLW\�RI�6WDWH�UHVSRQVHV�\LHOGV�D�UHSRUW�ZLWK�YHU\�GLIIHUHQW�OHYHOV�RI�GHWDLO�E\�6WDWH��
'DWD�6HOHFWLRQ
7KH�6WDWHV�YDULHG�JUHDWO\�LQ�KRZ�DQG�ZKHQ�WKH\�HYDOXDWHG�WKHLU�FKLOG�VXSSRUW�JXLGHOLQHV��)RU�WKLV�UHDVRQ��$%$�VWDII�KDG�WR�VHW�FULWHULD�IRU�VHOHFWLQJ�ZKDW�ZRXOG�FRQVWLWXWH�D�UHYLHZ�IRU�WKLV�UHSRUW��7ZR�TXHVWLRQV�ZHUH�DVNHG��� Â:DV�WKH�SURFHVV�FRQGXFWHG�DIWHU�2FWREHU�������WKH�)DPLO\�6XSSRUW�$FW
V�HIIHFWLYH�GDWH"�� Â:DV�WKH�HYDOXDWLRQ�FRPSOHWH"�'LG�LW�UHVXOW�LQ�UHFRPPHQGDWLRQV�DERXW�WKH�6WDWH�FKLOG�VXSSRUW�JXLGHOLQH"�>�,W�ZDV�QRW�QHFHVVDU\�DW�WKLV�SRLQW�WR�NQRZ�ZKHWKHU�WKH�6WDWH�DFWXDOO\�LPSOHPHQWHG�LWV�UHYLHZHUV
�UHFRPPHQGDWLRQV��7KH�ILQDO�RXWFRPH�ZDV�QRW�YLWDO�WR�GHWHUPLQLQJ�WKH�FRPSOHWHQHVV�RI�WKH�6WDWH�UHYLHZ�@�
$%$�VWDII�PHDVXUHG�HDFK�6WDWH
V�UHVSRQVHV�DJDLQVW�WKHVH�FULWHULD��2I�WKH����UHVSRQGLQJ�MXULVGLFWLRQV�����KDG�DW�OHDVW�RQH�FRPSOHWHG�UHYLHZ�VLQFH�2FWREHU�������>�$�OLVWLQJ�RI�WKH�6WDWHV�DQG�WKHLU�UHSRUWHG�UHYLHZ�VFKHGXOHV�DSSHDUV�LQ�$SSHQGL[���@�7KH�IRXU�UHPDLQLQJ�6WDWHV�UHSRUWHG�WKDW�WKH\�KDG�HLWKHU�DQ�HVWDEOLVKHG�UHYLHZ�VFKHGXOH�RU�D�UHYLHZ�LQ�SURJUHVV��+RZHYHU��LQIRUPDWLRQ�DERXW�SDUWLDOO\�FRPSOHWHG�UHYLHZV�LV�RPLWWHG�KHUH��
7+(�67$7(�*8,'(/,1(�5(9,(:�352&(66(6
%HIRUH�DQDO\]LQJ�WKH�VXEVWDQFH�RI�WKH�JXLGHOLQH�UHYLHZV��WKH�$%$�H[DPLQHG�WKH�PDQ\�ZD\V�LQ�ZKLFK�6WDWHV�SHUIRUPHG�UHYLHZV��7KH�VHFWLRQV�WKDW�IROORZ�GLVFXVV�WKLV�DVSHFW�RI�6WDWH�JXLGHOLQH�UHYLHZV��
5HYLHZLQJ�(QWLWLHV
6WDWHV�RIILFLDOO\�JDYH�WKH�JXLGHOLQH�UHYLHZ�WDVN�WR�D�YDULHW\�RI�SHRSOH�RU�HQWLWLHV��>�$�OLVWLQJ�RI�JXLGHOLQH�UHYLHZHUV�E\�6WDWH�DSSHDUV�LQ�$SSHQGL[���@�7KH�JHQHUDO�SDWWHUQ�LQYROYHG�D�UHVSRQVLEOH�UHYLHZ�ERG\��VXFK�DV�WKH�6WDWH�FRXUW��7KDW�HQWLW\��LQ�WXUQ��RIWHQ�FRQWUDFWHG�ZLWKDQ�H[SHUW��UHOHJDWHG�WKH�UHYLHZ�GXW\�WR�VXEFRPPLWWHHV��RU�FRQYHQHG�DQ�DGYLVRU\�SDQHO�WR�VWXG\�WKH�6WDWH�JXLGHOLQH��6WDWH�,9�'�DJHQFLHV�DQG�WKH�FRXUWV�ZHUH�WKH�PRVW�IUHTXHQW�JXLGHOLQH�UHYLHZHUV��6RPH�VWDWXWHV�HPSRZHUHG�JRYHUQRUV�WR�FRQYHQH�LQGHSHQGHQW�JXLGHOLQH�UHYLHZ�FRPPLVVLRQV��FRQVLVWLQJ�RI�UHSUHVHQWDWLYHV�IURP�WKH�FKLOG�VXSSRUW�FRPPXQLW\�DQG�WKH�SXEOLF��$�IHZ�6WDWHV�OHIW�WKH�IXQFWLRQ�WR�WKHLU�OHJLVODWXUHV��6RPH�6WDWH�JXLGHOLQH�UHYLHZHUV�HLWKHU�GLG�QRW�ILW�LQWR�DQ\�RI�WKH�DERYH�FDWHJRULHV�RU�FRXOG�QRW�EH�LGHQWLILHG�IURP�WKH�VXEPLWWHG�PDWHULDOV��
,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�6WDWHV�RIWHQ�OLPLWHG�WKH�DXWKRULW\�RI�WKHLU�UHYLHZ�ERGLHV��0DQ\�UHYLHZHUV�FRXOG�UHFRPPHQG�FKDQJHV��EXW�WKH\�FRXOG�QRW�DOWHU�WKH�VWDWXWHV�RU�FRXUW�UXOHV�WR�LPSOHPHQW�WKHLU�VXJJHVWLRQV��)RU�H[DPSOH��ZKHQ�D�JXLGHOLQH�DSSHDUV�LQ�6WDWH�ODZ��EXW�WKH�,9�'�DJHQF\�LV�WKH�GHVLJQDWHG�UHYLHZHU��WKH�,9�'�DJHQF\�FDQ�VXJJHVW�FKDQJHV��EXW�RQO\�PHPEHUV�RI�WKH�6WDWH
V�H[HFXWLYH�EUDQFK�KDYH�WKH�DXWKRULW\�WR�DOWHU�WKH�VWDWXWH��
2QH�W\SH�RI�UHYLHZ�ERG\�GLG�QRW�SHUIRUP�EHWWHU�WKDQ�DQRWKHU��$Q�DQDO\VLV�RI�6WDWH�PDWHULDOV�GRHV�QRW�VXSSRUW�D�SHUIRUPDQFH�FRPSDULVRQ�E\�WHDP�FRPSRVLWLRQ��5DWKHU��WKH�VXFFHVV�RI�D�6WDWH
V�UHYLHZ�GHSHQGHG�PRUH�RQ�WKH�WLPH�DQG�RU�UHVRXUFHV�FRPPLWWHG�WR�WKH�HIIRUW�DQG�WKH�UHFHSWLYLW\�RI�WKH�UHVSRQVLEOH�6WDWH�DXWKRULW\�WR�LWV�UHYLHZHUV
�UHFRPPHQGDWLRQV��
:KLOH�SHUIRUPDQFH�FRPSDULVRQV�GR�QRW�VHHP�DSSURSULDWH��WKH�PDWHULDOV�GHPRQVWUDWH�WKDW�UHYLHZ�FRPPLWWHH�FRPSRVLWLRQ�GRHV�KDYH�DQ�LPSDFW�RQ�WKH�LVVXHV�GLVFXVVHG��)RU�H[DPSOH��JURXSV�ZLWK�SDUHQW�LQYROYHPHQW�PD\�EH�PRUH�SUDFWLFDO��7KH\�IUHTXHQWO\�SURYLGHG�GHWDLOV�RQ�LVVXHV�RI�LPSRUWDQFH�WR�WKH�LQGLYLGXDO�SDUWLHV�LQ�D�FKLOG�VXSSRUW�FDVH��VXFK�DV�WKH�VXIILFLHQF\�RI�DZDUGV�XQGHU�WKH�JXLGHOLQH��LQFRPH�LGHQWLILFDWLRQ��HQIRUFHPHQW��DQG�WKH�FRQQHFWLRQ�EHWZHHQ�YLVLWDWLRQ�DQG�VXSSRUW��,9�'�EDVHG�FRPPLWWHHV�RIWHQ�GHDO�ZLWK�WKH�PRUH�PHFKDQLFDO�DVSHFWV�RI�WKH�JXLGHOLQHV��VXFK�DV�DZDUG�FRPSXWDWLRQ�RU�WKH�XVH�RI�DFFRPSDQ\LQJ�ZRUNVKHHWV�RU�IRUPV��6LPLODUO\��FRPPLWWHHV�GRPLQDWHG�E\�MXGJHV�DQG�RU�DWWRUQH\V�RIWHQ�IRFXV�RQ�LVVXHV�WKDW�DULVH�LQ�FRQWHVWHG�FDVHV��VXFK�DV�GHYLDWLRQ�IDFWRUV�RU�LQFRPH�VRXUFHV��OHYHOV��DQG�LPSXWDWLRQ��
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5HYLHZ�0HWKRGV
7KH�)HGHUDO�*RYHUQPHQW�VHW�RQO\�WZR�UHTXLUHPHQWV�IRU�6WDWH�JXLGHOLQH�UHYLHZV��(YHU\���\HDUV��6WDWHV�PXVW�����DQDO\]H�FDVH�GDWD�UHODWHG�WR�WKH�DSSOLFDWLRQ�RI�DQG�GHYLDWLRQV�IURP�WKH�JXLGHOLQHV�DQG�����FRQVLGHU�HFRQRPLF�GDWD�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��>����&)5��������K��@�'HVSLWH�VXFK�PLQLPDO�UHTXLUHPHQWV��URXJKO\�RQH�KDOI�RI�WKH�UHVSRQGLQJ�6WDWHV�HLWKHU GLG�QRW�IROORZ�RU�GLG�QRW�FLWH�WKHVH�UHTXLUHG�UHYLHZ�PHWKRGV��>�$SSHQGL[���UHJDUGLQJ�6WDWH�UHIHUHQFHV�WR�FRVW�RI�FKLOG�UHDULQJ�VWXGLHV�DQG�GHYLDWLRQ�FDVH�GDWD�DQDO\VHV�LQ�WKHLU�PDWHULDOV�@�
(YHQ�WKRXJK�)HGHUDO�UHTXLUHPHQWV�ZHUH�QRW�DOZD\V�IROORZHG��6WDWHV�XVHG�D�YDULHW\�RI�PHWKRGV�WR�JDWKHU�LQIRUPDWLRQ�IRU�WKHLU�UHYLHZV��>�$SSHQGL[���RXWOLQHV�WKH�PRVW�IUHTXHQWO\�XVHG�UHYLHZ�PHWKRGV��1RWH�WKDW�WKLV�WDEOH�LV�SUHSDUHG�RQO\�IURP�WKH�PDWHULDOV�WKDW�6WDWHV�IRUZDUGHG�WR�WKH�$%$��,W�PD\�QRW�UHIOHFW�DOO�PHWKRGV�HPSOR\HG�E\�D�6WDWH��)XUWKHUPRUH��VRPH�6WDWHV�WRRN�DFWLRQV�WKDW�ILW�LQWR�PRUH�WKDQ�RQH�FDWHJRU\��)RU�H[DPSOH��D�6WDWH�PD\�KDYH�VHFXUHG�DQ�H[SHUW��ZKR�WKHQ�SUHSDUHG�D�UHSRUW�RQ�VWDWHZLGH�FKLOG�UHDULQJ�FRVWV�RU�ZKR�FRQGXFWHG�D�MXGLFLDO�VXUYH\��:KHQHYHU�DQ�DFWLYLW\�FURVVHG�FDWHJRULHV��LW�ZDV�LQFOXGHG�LQ�HDFK�DSSOLFDEOH�FROXPQ�@�7KH\�FRQVLGHUHG�FDVH�VWXGLHV��FKLOG�UHDULQJ�FRVW�DQDO\VHV��VXUYH\V��SXEOLF�KHDULQJV��ZULWWHQ�FRPPHQWV��VSHFLDO�SUHVHQWDWLRQV�WR�UHYLHZ�FRPPLWWHHV��DQG�H[SHUW�UHVHDUFK��
2QFH�UHYLHZHUV�JDWKHUHG�LQIRUPDWLRQ�IURP�WKH�ILHOG��LW�ZDV�DQDO\]HG�LQ�OLJKW�RI�WKH�UHOHYDQW�VWDWXWHV��UHJXODWLRQV��FRXUW�UXOHV��DGPLQLVWUDWLYH�SURFHGXUHV��6WDWH�DQG�ORFDO�SUDFWLFH��DQG�SXEOLF�SHUFHSWLRQ��7KLV�SURYLGHG�UHYLHZHUV�ZLWK�DQ�XQGHUVWDQGLQJ�RI�WKH�KLVWRU\��UDWLRQDOH��DQG�VWUXFWXUH�RI�WKH�JXLGHOLQH��,W�DOVR�JDYH�WKHP�LQVLJKW�DERXW�ZKHWKHU�DQG�KRZ�WR�DOWHU�WKH�JXLGHOLQHV��
67$7(�*8,'(/,1(�5(9,(:�723,&6
6WDWH�JXLGHOLQH�UHYLHZHUV�JUDSSOHG�ZLWK�D�ZLGH�UDQJH�RI�WRSLFV�UHODWHG�WR�WKH�XVH�RI�JXLGHOLQHV��JHQHUDO�DSSURSULDWHQHVV�RI�WKH�6WDWH
V�JXLGHOLQH�PRGHO��DGHTXDF\�RI�DZDUGV�JHQHUDWHG�E\�WKH�JXLGHOLQH��GHWHUPLQDWLRQ�RI�LQFRPH�DYDLODEOH�IRU�VXSSRUW�SXUSRVHV��JXLGHOLQH�DSSOLFDWLRQ�WR�VSHFLDO�FLUFXPVWDQFHV��DQG�VLPLODU�PDWWHUV��7KLV�GLVFXVVLRQ�RXWOLQHV�VRPH�6WDWH�GHOLEHUDWLRQV�DQG�RXWFRPHV��
&KLOG�5HDULQJ�&RVWV
2QH�)HGHUDO�UHTXLUHPHQW�FDOOHG�IRU�6WDWHV�WR�FRQVLGHU�HFRQRPLF�GDWD�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��>����&)5��������K��@�)URP�WKH�GRFXPHQWDWLRQ�VXEPLWWHG�WR�WKH�$%$��WKH�FRQFOXVLRQ�LV�WKDW�IHZHU�WKDQ�RQH�KDOI�RI�WKH�UHVSRQGLQJ�MXULVGLFWLRQV�FRPSOLHG�ZLWK�WKLV�)HGHUDO�PDQGDWH��>�,W�LV�QRW�FOHDU�KRZ�PDQ\�RI�WKH�UHPDLQLQJ�6WDWHV�DFWXDOO\�IDLOHG�WR�FRQGXFW�WKLV�DQDO\VLV�DQG�KRZ�PDQ\�VLPSO\�QHJOHFWHG�WR�VHQG�RU�UHIHUHQFH�WKH�DSSURSULDWH�GRFXPHQWV�LQ�WKH�SDFNHWV�VHQW�WR�WKH�$%$�@�,W�LV�SRVVLEOH�WR�PDNH�VRPH�JHQHUDO�FRPPHQWV�DERXW�6WDWHV�WKDW�VXEPLWWHG�FKLOG�UHDULQJ�LQIRUPDWLRQ��
)LUVW��6WDWHV�JHQHUDOO\�FRQGXFWHG�WKHLU�FKLOG�UHDULQJ�FRVW�DQDO\VHV�LQ�RQH�RI�WZR�ZD\V������VWXGLHV�SHUIRUPHG�E\�WKH�UHYLHZHUV�WKHPVHOYHV��ZKLFK�XVXDOO\�WRRN�D�QDWLRQDO�EHQW��LQFOXGLQJ�VFKRODUO\�VWXGLHV�RI�QDWLRQDO�WUHQGV�DQG�FRQFHUQV�RU�)HGHUDO�*RYHUQPHQW�FKLOG�UHDULQJ�FRVW�UHSRUWV��6HYHUDO�6WDWHV�ILW�WKLV�PROG��)RU�H[DPSOH��$ODVND
V�SULQFLSDO�UHVRXUFH�LQ������ZDV�D�UHSRUW�E\�0DXUHHQ�$��3LURJ�*RRG��WKHQ�D�YLVLWLQJ�SURIHVVRU�DW�WKH�8QLYHUVLW\�RI�:LVFRQVLQ�0DGLVRQ��WLWOHG�&KLOG�6XSSRUW�*XLGHOLQHV�DQG�WKH�(FRQRPLF�:HOO�%HLQJ�RI�2XU�1DWLRQ
V�&KLOGUHQ��>�7KH�$UL]RQD�VWXG\�LQFOXGHG�WKH�8�6��3RYHUW\�*XLGHOLQH��WKH�8�6��'HSDUWPHQW�RI�$JULFXOWXUH
V������&RQVXPHU�([SHQGLWXUH�6XUYH\���DQG�WKH�(VSHQVKDGH�UHSRUW�IXQGHG�E\�WKH�1DWLRQDO�,QVWLWXWHV�IRU�&KLOG�+HDOWK�DQG�+XPDQ�'HYHORSPHQW�@�,Q������'HODZDUH�XWLOL]HG�WKUHH�SULPDU\�VRXUFHV�RI�FKLOG�UHDULQJ�LQIRUPDWLRQ²WKH�8�6��&HQVXV�%XUHDX
V�UHSRUW��3RYHUW\�LQ�WKH�8QLWHG�6WDWHV��������WKH�8�6��'HSDUWPHQW�RI�$JULFXOWXUH
V�([SHQGLWXUHV�RQ�D�&KLOG�E\�)DPLOLHV��������DQG�D�UHFHQW�3ROLF\�6WXGLHV�,QFRUSRUDWHG��36,��HFRQRPLF�DQDO\VLV�RI�WKH�2KLR�LQFRPH�VKDUHV�FKLOG�VXSSRUW�PRGHO��0DVVDFKXVHWWV
�UHYLHZHUV�DOVR�FLWHG�D�)HGHUDO�VRXUFH��WKH�8�6��%XUHDX�RI�/DERU�6WDWLVWLFV
�GDWD�RQ�WKH�FRVW�RI�UDLVLQJ�D�IDPLO\�LQ�WKH�JHRJUDSKLF�ORFDWLRQ�HQFRPSDVVLQJ�0DVVDFKXVHWWV��+RZHYHU��UHYLHZHUV�VSHFLILFDOO\�SLQSRLQWHG�WKH�GDWD�UHOHYDQW�WR�WKH�%RVWRQ�0HWURSROLWDQ�DUHD�WR�SHUIRUP�WKH DQDO\VLV��
2WKHU�6WDWHV�KLUHG�H[SHUWV�WR�FRQGXFW�D�PRUH�6WDWH�VSHFLILF�DQDO\VLV�RI�WKH�H[LVWLQJ�UHSRUWV�DQG�GDWD�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ��)RU�H[DPSOH��WKH�$UNDQVDV�,QVWLWXWH�IRU�(FRQRPLF�$GYDQFHPHQW�SUHSDUHG�DQ�DQDO\VLV��WLWOHG�&KLOG�6XSSRUW�DQG�WKH�&RVW�RI�5DLVLQJ�&KLOGUHQ�LQ�$UNDQVDV��7KH�,OOLQRLV�'HSDUWPHQW�RI�3XEOLF�$LG�FRQWUDFWHG�ZLWK�$QGUHD�%HOOHU�IURP�WKH�8QLYHUVLW\�RI�,OOLQRLV�DW�8UEDQD�&KDPSDLJQ�WR�SURGXFH��$Q�$QDO\VLV�RI�&KLOG�6XSSRUW�*XLGHOLQHV�DQG�&RVWV�RI�5DLVLQJ�&KLOGUHQ���36,�SHUIRUPHG�6WDWH�VSHFLILF�FKLOG�UHDULQJ�FRVW�VWXGLHV�IRU�9HUPRQW��DQG�WKDW�6WDWH
V�UHYLHZHUV�EURXJKW�LQ�6WDWH�H[SHUWV�WR�KHOS�WKHP�LQWHUSUHW�WKH�UHSRUW�LQ�ZD\V�WKDW�ZHUH�UHOHYDQW�WR�WKHLU�6WDWH��
6HFRQG��VRPH�6WDWH�PDWHULDOV�LGHQWLILHG�OLPLWDWLRQV�WR�WKH FKLOG�UHDULQJ�FRVW�LQIRUPDWLRQ�VXSSOLHG�WR�WKHP��)RU�H[DPSOH��VRPH�RI�WKH�H[SHQGLWXUH�OHYHOV�UHSUHVHQWHG�DYHUDJH�DPRXQWV�VSHQW�E\�LQWDFW�IDPLOLHV�DQG�IDLOHG�WR�LQFOXGH�FRVWV�IRU�VLQJOH�SDUHQW�KRXVHKROGV��>�$UNDQVDV�,QVWLWXWH�IRU�(FRQRPLF�$GYDQFHPHQW��&KLOG�6XSSRUW�DQG�WKH�&RVW�RI�5DLVLQJ�&KLOGUHQ�LQ�$UNDQVDV��)HEUXDU\��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���$UNDQVDV�5HSRUW���@�,Q�DGGLWLRQ��KRXVHKROG�H[SHQGLWXUHV�RQ�FKLOGUHQ�ZHUH�GLIILFXOW�WR�WUDFN�DW�WLPHV��
:KLOH�H[SHUWV�FRXOG�GHWHUPLQH�FHUWDLQ�FRVWV GLUHFWO\�UHODWHG�WR�FKLOGUHQ��H�J���FKLOG�FDUH��PHGLFDO�WUHDWPHQW��DQG�HGXFDWLRQ���WKHUH�ZHUH�RWKHU�QRUPDO�H[SHQGLWXUHV��H�J���WUDQVSRUWDWLRQ�DQG�KRXVLQJ��WKDW�ZHUH�HDVLO\�DSSRUWLRQHG�EHWZHHQ�IDPLO\�PHPEHUV��>6HH�H�J���$UNDQVDV�5HSRUW��VXSUD��DW�S�����36,����%ULHILQJ�0DWHULDOV�5HODWHG�WR�&KLOG�6XSSRUW�*XLGHOLQHV����SUHSDUHG�IRU�WKH�7HQQHVVHH�'HSDUWPHQW�RI�+XPDQ�6HUYLFHV���6HSWHPEHU��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���7HQQHVVHH�%ULHILQJ���@�6RPH�RI�WKH�GDWD�RPLWWHG�RWKHU�PDMRU�FRVW�FDWHJRULHV��VXFK�DV�FKLOG�FDUH��SRVWVHFRQGDU\�HGXFDWLRQ��DQG�PHGLFDO�LQVXUDQFH��>�$UNDQVDV�5HSRUW��VXSUD���DW�S����@�,Q�RWKHU�FDVHV��6WDWH� RU�UHJLRQ�VSHFLILF�H[SHQVH�OHYHOV�ZHUH�QRW�DYDLODEOH�IRU�UHYLHZHUV��6HYHUDO�UHYLHZ�WHDPV�RQO\�KDG�DFFHVV�WR�GDWHG�H[SHQGLWXUH�LQIRUPDWLRQ��>�,G��@�(DFK�RI�WKHVH�IDFWRUV�PDGH�DQ�LPSDFW�RQ�WKH�ZHLJKW�UHYLHZHUV�DFFRUGHG�WKHVH�DQDO\VHV��)LQDOO\��WKH�6WDWHV�UHSRUWHG�VLPLODU�JRDOV�IRU�WKHLU�FKLOG�UHDULQJ�FRVW�VWXGLHV��,Q�DGGLWLRQ�WR�SHUIRUPLQJ�WKHVH�VWXGLHV�WR�PHHW�)HGHUDO�UHTXLUHPHQWV��UHYLHZHUV�DWWHPSWHG�WR�SURGXFH�DZDUGV�WKDW�ZHUH�FRQVLVWHQW�ZLWK�DYHUDJH�FKLOG�UHDULQJ�FRVWV��7R�GR�WKLV��WKH\�W\SLFDOO\�FRPSDUHG�WKH�FKLOG�UHDULQJ�LQIRUPDWLRQ�WR�DYHUDJH�FKLOG�VXSSRUW�DZDUGV�WR�GHFLGH�ZKHWKHU�XVH�RI�WKH�JXLGHOLQHV�PLQLPL]HV��WKH�HFRQRPLF�LPSDFW RQ�WKH�FKLOG�RI�D�IDPLO\�EUHDNXS�DQG�>HQWLWOHV@�WKH�FKLOG�WR�D�VWDQGDUG�RI�OLYLQJ�WKDW�LV�HTXLYDOHQW�WR�WKDW�RI�WKH�PRUH�DIIOXHQW�SDUHQW���>�
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0DVVDFKXVHWWV�'HSDUWPHQW�RI�5HYHQXH��5HSRUW�RQ�WKH�&KLOG�6XSSRUW�*XLGHOLQHV��6HSWHPEHU��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���0DVVDFKXVHWWV�5HSRUW���@�7KHVH�DQDO\VHV�SURGXFHG�GLIIHUHQW�UHVXOWV��$�QXPEHU�RI�6WDWH�UHYLHZ�WHDPV�FRQFOXGHG�WKDW�WKHLU�JXLGHOLQHV�SHUIRUPHG�DV�SODQQHG��6WDWHV�VXFK�DV�0DU\ODQG��1HZ�+DPSVKLUH��DQG�1HZ�<RUN�IRXQG�WKDW�WKHLU�JXLGHOLQHV�JHQHUDOO\�SURGXFHG�DZDUGV�WKDW�PHW�DYHUDJH�FKLOG�UHDULQJ�FRVWV��>�/HWWHU�IURP�'HSDUWPHQW�RI�+XPDQ�5HVRXUFHV�6HFUHWDU\�WR�6SHDNHU�RI�WKH�0DU\ODQG�+RXVH�RI�'HOHJDWHV��'HFHPEHU������������S�����1HZ�+DPSVKLUH�'HSDUWPHQW�RI�+HDOWK�DQG�+XPDQ�6HUYLFHV��5HSRUW�RQ�WKH�,PSDFW�RI�&KLOG�6XSSRUW�*XLGHOLQHV�LQ�1HZ�+DPSVKLUH��0DUFK��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HZ�+DPSVKLUH�5HSRUW�����6WDWH�8QLYHUVLW\�RI�1HZ�<RUN�DW�$OEDQ\��1HZ�<RUN�6WDWH�&KLOG�6XSSRUW�6WDQGDUGV�$FW��(YDOXDWLRQ�3URMHFW�5HSRUW��������S��[YLL��KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HZ�<RUN�5HSRUW���@�,Q�1HZ�<RUN��KRZHYHU��WKLV�ILQGLQJ�ZDV�FRQWLQJHQW�XSRQ�WKH�H[FOXVLRQ�RI�FKLOG�FDUH�FRVWV²D�ODUJH�FRVW�IRU�PDQ\�SDUHQWV��>�1HZ�<RUN�5HSRUW��VXSUD���DW�S��[YLL�@�&RVW�RI�FDUH�VWXGLHV�FDXVHG�VHYHUDO�RWKHU�6WDWHV WR�UHHYDOXDWH�WKHLU�FKLOG�VXSSRUW�JXLGHOLQH�VWUXFWXUHV�EHFDXVH�WKH\�IRXQG�WKDW�FKLOGUHQ
V�QHHGV�ZHUH�QRW�EHLQJ�PHW��)RU�H[DPSOH��LQ������1RUWK�&DUROLQD�UHYLHZHUV�UHFRPPHQGHG�D�JXLGHOLQH�FKDQJH�WR�UHIOHFW�QHZ�HFRQRPLF�GDWD�RQ�FKLOG�UHDULQJ�H[SHQVHV��DQG�WKH�6WDWH�OHJLVODWXUH�HQDFWHG�WKH�UHFRPPHQGDWLRQ��>�36,��(FRQRPLF�%DVLV�IRU�8SGDWHG�&KLOG�6XSSRUW�6FKHGXOH��6WDWH�RI�1RUWK�&DUROLQD��1RYHPEHU������������SS����± ���KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1RUWK�&DUROLQD�5HSRUW������PHPRUDQGXP�IURP�%DUU\�*��%XUJHU��1RUWK�&DUROLQD�&KLOG�6XSSRUW�(QIRUFHPHQW��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��'HFHPEHU�����������@�7KH�8WDK�FRPPLWWHH�DOVR�HQFRXUDJHG�D�FKLOG�VXSSRUW�VFKHGXOH�LQFUHDVH�RI�EHWZHHQ����DQG��� SHUFHQW�WR�PRUH�DGHTXDWHO\�PHHW�FKLOG�UHDULQJ�FRVWV��KRZHYHU��WKHUH�LV�QR�LQGLFDWLRQ�WKDW�WKLV�WHDP
V�UHFRPPHQGDWLRQ�ZDV�LQVWLWXWHG��>�&KLOG�6XSSRUW�*XLGHOLQH�$GYLVRU\�&RPPLWWHH������5HSRUW�WR�WKH�8WDK�/HJLVODWXUH���S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���8WDK�5HSRUW���@�3URSRVHG�IRUPXOD�LQFUHDVHV�LQ�6RXWK�'DNRWD�DOVR�ZHUH�UHMHFWHG��,Q������DQG�������H[SHUWV�DGYRFDWHG�FKLOG�VXSSRUW�VFKHGXOH�XSGDWHV�WKDW�ZRXOG�UHIOHFW�FKDQJHV�LQ�WKH�&RQVXPHU�3ULFH�,QGH[��7KH�'HSDUWPHQW�RI�6RFLDO�6HUYLFHV��WKH�IRUPDO�UHYLHZ�HQWLW\��GLVDJUHHG�ZLWK�WKLV�DOWHUDWLRQ�EHFDXVH�LW�ZDV�QRW�LQ�WKH�'HSDUWPHQW
V�UHSRUW�WR�WKH�6WDWH�JXLGHOLQH�DXWKRULW\�LQ�HLWKHU�\HDU��>�/HWWHU�IURP�36,�WR�6RXWK�'DNRWD�&KLOG�6XSSRUW�(QIRUFHPHQW�3URJUDP�$GPLQLVWUDWRU��-XQH������������KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������6RXWK�'DNRWD�([SHUW�5HFRPPHQGDWLRQV������OHWWHU�IURP�36,�WR�6RXWK�'DNRWD�&KLOG�6XSSRUW�(QIRUFHPHQW�3URJUDP�$GPLQLVWUDWRU��'HFHPEHU������������KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������6RXWK�'DNRWD�([SHUW�5HFRPPHQGDWLRQV������OHWWHU�IURP�7HUU\�:DOWHU��&KLOG�6XSSRUW�$GPLQLVWUDWRU��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��'HFHPEHU������������S����@�7KH������,OOLQRLV�UHYLHZHUV�KDG�VHYHUDO�UHVRXUFHV�ILQGLQJ�WKDW�LWV�JXLGHOLQH�OHYHOV�ZHUH�LQVXIILFLHQW�WR�PHHW�FRVWV�RI�FDUH��,Q�IDFW��WKH�WHDP�FLWHG�D�:RPHQ
V�/HJDO�'HIHQVH�)XQG�UDQNLQJ�RI�6WDWHV�LQ�ZKLFK�,OOLQRLV�SODFHG���WK�IRU�DYHUDJH�FKLOG�VXSSRUW�JXLGHOLQH�DZDUG�DPRXQWV��>�,PSURYLQJ�&KLOG�6XSSRUW�$ZDUGV��6XPPDU\�5HSRUW�RI�WKH�*XLGHOLQHV�6XEFRPPLWWHH�RI�WKH�,OOLQRLV�'HSDUWPHQW�RI�3XEOLF�$LG
V�&KLOG�6XSSRUW�$GYLVRU\�&RPPLWWHH��2FWREHU��������S������KHUHDIWHU�UHIHUUHG�WR�DV�WKH���,OOLQRLV�5HSRUW���@�:KLOH�WKH�FRPPLWWHH�UHFRPPHQGHG�DQ�LQFUHDVH��LW�UHDOL]HG�WKDW�LWV�FRPSURPLVH�LQFUHDVH�VWLOO�XQGHUHVWLPDWHG�FKLOG�UHDULQJ�OHYHOV�EHFDXVH�WKH�QHZ�ILJXUHV�ZHUH�EDVHG�RQ�D�VWXG\�RI�LQWDFW�DQG�QRW�GXDO�KRXVHKROG�H[SHQVHV��:LWKRXW�UDWLRQDOH��WKH�PDWHULDOV�LQGLFDWH�WKDW�WKH�OHJLVODWXUH�UHMHFWHG�WKH�FRPPLWWHH
V�UHFRPPHQGHG�LQFUHDVH��
*XLGHOLQH�0RGHOV
2QO\�D�IHZ�6WDWH�UHYLHZV�UHSRUWHG�FRQVLGHUDWLRQ�RI�WKH�SDUWLFXODU�JXLGHOLQH�PRGHO��L�H���LQFRPH�VKDUHV��0HOVRQ��RU�SHUFHQWDJH�RI�LQFRPH���,W�LV�XQFOHDU�H[DFWO\�KRZ�PDQ\�6WDWH�FRPPLWWHHV�GHOLEHUDWHG�DERXW�JXLGHOLQH�PHWKRGV��EXW�UHYLHZ�UHSRUWV�GR�QRW�WHQG�WR�PHQWLRQ�WKLV�WRSLF��
6WDWH�UHYLHZ�WHDPV�JHQHUDOO\�IRFXVHG�RQ�ZKHWKHU�WKH�SDUWLFXODU�JXLGHOLQH�PRGHO�\LHOGV�DGHTXDWH��HTXLWDEOH��DQG�FRQVLVWHQW�RUGHUV��7KHVH�H[DPLQDWLRQV�SURGXFHG�GLIIHUHQW�UHVXOWV��)RU�H[DPSOH��VHYHUDO�6WDWHV�GHFLGHG�WR�NHHS�WKH�H[LVWLQJ�PRGHO��,OOLQRLV
�FRPPLWWHH�FRXOG�QRW�UHDFK�DJUHHPHQW�DERXW�WKH�SURSHU�JXLGHOLQH�PRGHO��7KH�PDMRULW\�IDYRUHG�PDLQWDLQLQJ�WKH�6WDWH
V�SHUFHQWDJH�RI�LQFRPHDSSURDFK��ZKLOH�RWKHUV�DGYRFDWHG�IRU�D�FKDQJH�WR�LQFRPH�VKDUHV��(YHQWXDOO\�D�GHFLVLRQ�ZDV�PDGH�WR�IROORZ�WKH�PDMRULW\�RSLQLRQ�EHFDXVH�WKH�FRPPLWWHH�YLHZHG�LQFRPH�VKDUHV�DV�VLPSOH�WR�LPSOHPHQW�DQG�HIIHFWLYH��7KH\�IRXQG�WKDW�WKHLU�PRGHO�DQG�LQFRPH�VKDUHV�SURGXFHG�VLPLODU�DZDUGV��>�,OOLQRLV�5HSRUW��VXSUD���DW�SS����± ��@�
2KLR�UHYLHZHUV�DOVR�UHFRPPHQGHG�FRQWLQXHG�XVH�RI�WKH�LQFRPH�VKDUHV�PRGHO��7KH\�FRQFOXGHG�WKDW�LW�VDIHJXDUGHG�FKLOGUHQ
V�ULJKW�WR�KDYH�FRPSDUDEOH�VWDQGDUGV�RI�OLYLQJ�LQ�LQWDFW�DQG�VLQJOH�SDUHQW�IDPLOLHV��)XUWKHU��WKH\�IHOW�WKDW�LQFRPH�VKDUHV�HQVXUHG�WKDW�ERWK�SDUHQWV�ZRXOG�EH�REOLJDWHG�WR�VXSSRUW�WKH�FKLOG�DQG�WKDW�WKH\�ZRXOG�GR�VR�LQ�SURSRUWLRQ�WR�WKHLU�FRPELQHG�LQFRPH��7KH�OHJLVODWXUH�DJUHHG�ZLWK�WKH�FRPPLWWHH��>�5HSRUW�RI�WKH�2KLR�'HSDUWPHQW�RI�+XPDQ�6HUYLFHV�WR�WKH�*HQHUDO�$VVHPEO\�RQ�,WV�5HYLHZ�RI�WKH�&KLOG�6XSSRUW�*XLGHOLQHV��0DUFK�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���2KLR�5HSRUW�����OHWWHU�IURP�&\QWKLD�*��/XFDV��2IILFH�RI�&KLOG�6XSSRUW�(QIRUFHPHQW��WR�-XQH�0LFNHQV��$%$��0D\��� �������S����@�7KH�:LVFRQVLQ�SHUFHQWDJH�RI�LQFRPH�PRGHO�LV�WKH�EDVLV�IRU�1HYDGD
V�JXLGHOLQH��1HYDGD�UHYLHZHUV�VWXGLHG�WKH�JXLGHOLQH�PRGHO�DQG�DOVR�UHMHFWHG�D�FKDQJH��7KH\�UHDFKHG�WKLV�GHFLVLRQ�DIWHU�ILQGLQJ�WKDW�HYHQ�LI�WKH�6WDWH
V�FKLOGUHQ�UHFHLYHG�LQVXIILFLHQW�VXSSRUW��EDVHG�RQ�WKH�6WDWH
V�UDQNLQJ�IRU�DYHUDJH�FKLOG�VXSSRUW�DZDUGV��WKH\�ZHUH�QRW�VLJQLILFDQWO\�ZRUVH�RII�WKDQ�FKLOGUHQ�QDWLRQDOO\��7KHUHIRUH��WKH�IRUPXOD�ZDV�XQFKDQJHG��>�1HYDGD�6WDWH�%DU��)DPLO\�/DZ�6HFWLRQ��&KLOG�6XSSRUW�*XLGHOLQH�5HYLHZ�&RPPLWWHH�5HSRUW��$XJXVW�����������SS�����± ����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HYDGD�5HSRUW���@�2QO\�0RQWDQD�DQG�1RUWK�'DNRWD�UHSRUWHG�WKDW�WKHLU�FRPPLWWHHV�UHFRPPHQGHG�D�FKDQJH�RI�JXLGHOLQH�IRUPXOD�DV�D�UHVXOW�RI�UHYLHZ�SURFHVVHV��>�6WDII�KDV�LQGHSHQGHQW�NQRZOHGJH�WKDW�1RUWK�&DUROLQD�FKDQJHG�IURP�D�SHUFHQWDJH�RI�LQFRPH�WR�DQ�LQFRPH�VKDUHV�PRGHO�GXULQJ�WKH�SHULRG�LQFOXGHG�LQ�WKLV�UHSRUW��+RZHYHU��EHFDXVH�WKLV�LQIRUPDWLRQ�LV�QRW�UHIOHFWHG�LQ�WKH�PDWHULDOV�VXEPLWWHG�WR�WKH�$%$��LW�LV�QRW�FOHDU�ZKHWKHU�WKH�PRGHO�FKDQJH�RFFXUUHG�DV�D�UHVXOW�RI�D�IRUPDO�JXLGHOLQH�UHYLHZ�RU�DV�D�SDUW�RI�VRPH�RWKHU�SURFHVV�@�0RQWDQD�DGRSWHG�WKH�0HOVRQ�IRUPXOD�IROORZLQJ�LWV������UHYLHZ��>�7HOHSKRQH�&RQYHUVDWLRQ�EHWZHHQ�0DU\�$QQ�:HOOEDQN��$GPLQLVWUDWRU��'HSDUWPHQW�RI�6RFLDO�DQG�5HKDELOLWDWLRQ�6HUYLFHV��&KLOG�6XSSRUW�(QIRUFHPHQW�'LYLVLRQ��DQG�0DUJDUHW�&DPSEHOO�+D\QHV��$%$�@�$OWHUQDWLYHO\��WKH�1RUWK�'DNRWD�OHJLVODWLYH�FRPPLWWHH��ZKLFK�FRQGXFWHG�WKH�ILUVW�RI�WZR�6WDWH�UHYLHZV��DGYRFDWHG�D�FKDQJH�IURP�WKH�SHUFHQWDJH�RI�LQFRPH�WR�WKH�LQFRPH�VKDUHV�PRGHO��+RZHYHU��WKH�OHJLVODWXUH�DV�D�ZKROH�GHIHDWHG�WKLV�UHFRPPHQGDWLRQ��DQG�WKH�6WDWH�PDLQWDLQHG�LWV�H[LVWLQJ�JXLGHOLQH��>�/HWWHU�IURP�%DUEDUD�+RO]HU��&KLOG�6XSSRUW�(QIRUFHPHQW��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��'HFHPEHU������������S����@�
:KR�2ZHV &KLOG�6XSSRUW
:KHQ�GLVFXVVLQJ�WKH�FDOFXODWLRQ�RI�VXSSRUW�XQGHU�JXLGHOLQHV��LW�LV�LPSRUWDQW�WR�FRQVLGHU�ZKRVH�LQFRPH�ZLOO�EH�PHDVXUHG�LQ�WKH�VXSSRUW�FDOFXODWLRQ��)RXU�FDWHJRULHV�RI�SRWHQWLDO�LQFRPH�SURYLGHUV�W\SLFDOO\�DSSHDU�LQ�6WDWH�UHYLHZ�PDWHULDOV������WKH�1&3������WKH�FXVWRGLDO�SDUHQW��&3�������WKH�SDUHQW
V�QHZ�VSRXVH�RU�SDUWQHU��DQG�����WKH�FKLOG
V�JUDQGSDUHQWV��'LVFXVVLRQ�RI�WKH�1&3
V�REOLJDWLRQ�WR�SURYLGH�
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VXSSRUW�LV�RPLWWHG�EHFDXVH�QRQH�RI�WKH�UHYLHZ�WHDPV�TXHVWLRQHG�1&3V��+RZHYHU��WKH�REOLJDWLRQ�RI�WKH�RWKHU�FDWHJRULHV�ZDV�DQ�LVVXH�IRU�PDQ\�UHYLHZ�WHDPV��DQG�D�VXPPDU\�RI�6WDWH�UHYLHZ�FRPPHQWV�IROORZV��
&XVWRGLDO�3DUHQWV
$�IHZ�UHYLHZ�FRPPLWWHHV�FRQVLGHUHG�ZKHWKHU�DQG�KRZ�&3�LQFRPH�ZRXOG�SOD\�D�UROH�LQ�FKLOG�VXSSRUW�JXLGHOLQHV��:KLOH�&3�LQFRPH�LV�GLUHFWO\�RU�LQGLUHFWO\�D�SDUW�RI�DOO�JXLGHOLQH�PRGHOV��VRPH�UHYLHZHUV�IHOW�WKDW�WKH�WRSLF�VWLOO�ZDUUDQWHG�GLVFXVVLRQ��)RU�H[DPSOH��LQ�1HZ�+DPSVKLUH²DQ�LQFRPH�VKDUHV�6WDWH²UHYLHZHUV�VDLG�WKDW��ERWK�SDUHQWV�VKRXOG�VKDUH�WKH�UHVSRQVLELOLW\�IRU�WKH�VXSSRUW�RI�WKHLU�FKLOGUHQ��$FFRUGLQJO\��WKH�FXUUHQW�JXLGHOLQH�IRUPXOD�FRQVLGHU>V@�WKH�LQFRPH�RI�ERWK�SDUHQWV�LQ�WKH�FDOFXODWLRQ�RI�WKH�VXSSRUW�DZDUG���>�1HZ�+DPSVKLUH�5HSRUW��VXSUD��DW�S����@�7KH�UHYLHZHUV�FRQILUPHG�WKDW�LQ�VRPH�VLWXDWLRQV�&3�UHVRXUFHV�ZRXOG�KDYH�OLWWOH�HIIHFW�RQ�WKH�REOLJRU
V�RUGHU���7KH�VXSSRUW�DZDUG�DPRXQW�IRU�D�QRQFXVWRGLDO�SDUHQW�HDUQLQJ���������SHU�\HDU��IRU�H[DPSOH��LV�HVVHQWLDOO\�WKH�VDPH���ZKHWKHU�WKH�FXVWRGLDO�SDUHQW�HDUQV�QRWKLQJ�����������RU���������SHU�\HDU���>�,G��DW�S�����@�
7KH�7HQQHVVHH�UHYLHZ�UHVXOWHG�LQ�WKH�DGGLWLRQ�RI�D�QHZ�SURYLVLRQ�RQ�&3�LQFRPH��,Q�WKLV�SHUFHQWDJH�RI�LQFRPH�6WDWH��WKHUH�ZDV�D�JXLGHOLQH�DPHQGPHQW�DIWHU�UHYLHZ�VR�WKDW�REOLJHH�LQFRPH�ZRXOG�EH�H[FOXGHG�LQ�ERWK�WKH�JXLGHOLQH�DZDUG�FDOFXODWLRQ�DQG�GHYLDWLRQ��7KLV�ZDV�WKH�UHVXOW�RI�D�SUHVXPSWLRQ�WKDW�WKH�REOLJHH�ZRXOG�H[SHQG��DW�OHDVW�DQ�HTXDO�SHUFHQWDJH�RI�QHW�LQFRPH�DV�WKDW�RI�WKH�REOLJRU�IRU�WKH�VXSSRUW�RI�WKH�FKLOGUHQ�IRU�ZKRP�VXSSRUW�LV�VRXJKW���>�5XOHPDNLQJ�+HDULQJ�5XOHV�RI�WKH�7HQQHVVHH�'HSDUWPHQW�RI�+XPDQ�6HUYLFHV��&KLOG�6XSSRUW�'LYLVLRQ��&KDSWHU�����������6HSWHPEHU������DPHQGPHQWV��FLWLQJ������������������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���7HQQHVVHH�5XOHPDNLQJ�+HDULQJ�5XOHV���@�&3�LQFRPH�ZDV�YLHZHG�GLIIHUHQWO\�E\�UHYLHZHUV�LQ�&RORUDGR��DQRWKHU�LQFRPH�VKDUHV�6WDWH��'XULQJ�WKH������UHYLHZ��WKH�FRPPLWWHH�QRWHG�WKDW�WKH�JXLGHOLQH�SHUPLWWHG�D�ORZ�LQFRPH�REOLJRU
V�FKLOG�VXSSRUW�RUGHU�WR�EH�LQFUHDVHG�VROHO\�EHFDXVH�RI�D�ULVH�LQ�WKH�REOLJHH
V�LQFRPH��7KH�UHYLHZ�FRPPLWWHH�DJUHHG�ZLWK�FRPPHQWHUV�WKDW�VXFK�DQ�RXWFRPH�ZDV�QRW�HTXLWDEOH��7R�UHVROYH�WKH�PDWWHU��WKH�FRPPLWWHH�FRQWHPSODWHG�D��TXLFN�IL[��VROXWLRQ�WR�SURKLELW�VXFK�LQFUHDVHV�IRU�REOLJRUV�ZKRVH�LQFRPHV�KDG�UHPDLQHG�FRQVWDQW�GHVSLWH�D�JHQHUDO�LQFUHDVH�LQ�WKH�FRPELQHG�LQFRPH�ILJXUH��&RPPLWWHH�PHPEHUV�XOWLPDWHO\�UHMHFWHG�WKH�SURSRVHG�VROXWLRQ�EHFDXVH�LW�ZRXOG�UHVXOW�LQ�LQFRQVLVWHQW�RUGHUV�IRU�IDPLOLHV�ZLWK�VLPLODU�HFRQRPLF�FLUFXPVWDQFHV²D�UHVXOW�FRQWUDU\�WR�WKH�RULJLQDO�LQWHQW�RI�WKH�JXLGHOLQHV��+RZHYHU��EHFDXVH�WKH�FRPPLWWHH�FRXOG�QRW�DJUHH�RQ�DQ�DFFHSWDEOH�UHVROXWLRQ� LW�WDEOHG�WKH�PDWWHU��>�&RORUDGR�&KLOG�6XSSRUW�&RPPLWWHH�5HSRUW�WR�WKH�*RYHUQRU�DQG�WKH�*HQHUDO�$VVHPEO\��'HFHPEHU�����������SS�����± ����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������&RORUDGR�5HSRUW���@�
1HZ�6SRXVHV
7R�IUDPH�WKH�LVVXH�RI�QHZ�VSRXVH�LQFRPH��FRQVLGHU�WKH�FKDUDFWHUL]DWLRQ�RI�1HYDGD
V�UHYLHZHUV��
7KLV�VXEMHFW�DUHD�SUHVHQWV�DQ�XQIRUWXQDWH�FROOLVLRQ�ZKHUHE\�VRFLDO�SROLF\�DQG�FRPPXQLW\�SURSHUW\�SULQFLSOHV�DUH�DW�RGGV��*HQHUDOO\�VSHDNLQJ��DQ�LQGLYLGXDO�LV�RQO\�OLDEOH�IRU�WKH�VXSSRUW�RI�KLV�RU�KHU�RZQ�FKLOGUHQ��2Q�WKH�RWKHU�KDQG��1HYDGD�ODZ�JLYHV�ERWK�SDUWLHV�WR�D�PDUULDJH�D��SUHVHQW��H[LVWLQJ��DQG�HTXDO��LQWHUHVW�LQ�DOO�LQFRPH��RU�RWKHU�SURSHUW\��DFTXLUHG�DIWHU�PDUULDJH��$W�LWV�PRVW�VLPSOH��WKH�TXHVWLRQ�LV�ZKHWKHU�WKH�LQFRPH�RI�DQ�2EOLJRU
V�QHZ�VSRXVH�LQFUHDVHV�WKH�2EOLJRU
V��JURVV�PRQWKO\�LQFRPH��DJDLQVW�ZKLFK�WKH�VWDWXWRU\�IRUPXOD�VKRXOG�EH�DSSOLHG��RU�ZKHWKHU�D�5HFLSLHQW
V�QHZ�VSRXVH
V�LQFRPH�FDQ�MXVWLI\�D�UHGXFWLRQ�LQ�VXSSRUW�RQ�WKH�EDVLV�RI�D�OHVVHQLQJ�RI�QHHG��LQ�WKDW��WKH�UHODWLYH�LQFRPH��RI�WKH�5HFLSLHQW�LV�KLJKHU�ZKHQ�PHDVXUHG�DJDLQVW�WKDW�RI�WKH�2EOLJRU��>�1HYDGD�5HSRUW��VXSUD���DW�S�����@�
6WDWHV�UHDFKHG�YHU\�GLIIHUHQW�FRQFOXVLRQV�UHJDUGLQJ�WKH�LQFOXVLRQ�RU�H[FOXVLRQ�RI�QHZ�VSRXVH�RU�SDUWQHU�LQFRPH�DV�D�SDUW�RI�WKH�FKLOG�VXSSRUW�PDWWHU��+RZHYHU��WKH�PDMRULW\�RI�WKH�UHSRUWV�SUHIHUUHG�WR�H[FOXGH�WKLV�LQFRPH��5HYLHZHUV�LQ�,OOLQRLV�JHQHUDOO\�DFFHSWHG�WKHLU�H[SHUW
V�UHFRPPHQGDWLRQ�WR�H[FOXGH�QHZ�VSRXVH�LQFRPH�EHFDXVH�LW�FDQ�GLVFRXUDJH�UHPDUULDJHV��,Q�RWKHU�FDVHV��ZKHQ�DQ�REOLJRU�FODLPV�WKDW�H[WUDRUGLQDU\�H[SHQVHV�SUHYHQW�WKH�SD\PHQW�RI�VXSSRUW�FRQVLVWHQW�ZLWK�KLV�RU�KHU�LQFRPH��WKH�WULHU�RI�IDFW�PD\�FRQVLGHU�KRZ�VSRXVDO�RU�SDUWQHU�LQFRPH�GHIUD\V�WKH�FODLPHG�H[SHQVHV��>�,OOLQRLV�5HSRUW��VXSUD��DW�S����@�
7KH�1HZ�0H[LFR�WHDP�UHDFKHG�D�VLPLODU�RXWFRPH� 7KH�UHYLHZ�FRPPLVVLRQ�HVWDEOLVKHG�WKDW�QHZ�VSRXVH�UHVRXUFHV�VKRXOG�QRW�EH�LQFOXGHG�DV�LQFRPH�IRU�WKH�FKLOG
V�SDUHQW��6XFK�HDUQLQJV�FRXOG�EH�UHOHYDQW�IRU�RWKHU�SXUSRVHV��VXFK�DV�WR�����GHFLGH�ZKHWKHU�D�JXLGHOLQH�DSSOLFDWLRQ�ZRXOG�EH�XQMXVW�RU�LQDSSURSULDWH RU�����DZDUG�FRXUW�FRVWV�DQG�DWWRUQH\V
�IHHV��>�'HILQLWLRQ�RI�,QFRPH�LQ�&RPPHQWDU\��2FWREHU������������S�����FLWHG�LQ������1HZ�0H[LFR�&KLOG�6XSSRUW�5HYLHZ�&RPPLWWHH�)LQDO�5HSRUW���KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HZ�0H[LFR�,QFRPH�&RPPHQWDU\�² �����������@�&RQQHFWLFXW
V�FRPPLWWHH�FRQILUPHG�WKH�6WDWH�UXOH�RI�H[FOXGLQJ�VXEVHTXHQW�VSRXVHV
�LQFRPH�IURP�FKLOG�VXSSRUW�FDOFXODWLRQV��$OWKRXJK�WKH�SXEOLF�ZDV�VWURQJO\�VSOLW�RQ�WKH�LVVXH��UHYLHZHUV�KHOG�WKDW�LQFOXVLRQ�RI�QHZ�VSRXVH�LQFRPH�XQQHFHVVDULO\�FRPSOLFDWHV�WKH�JXLGHOLQH�FDOFXODWLRQ��HVSHFLDOO\�LI�WKDW�QHZ�VSRXVH�RU�SDUWQHU�KDV�KLV�RU�KHU�RZQ�FKLOG�VXSSRUW�REOLJDWLRQV��7KH�FRPPLWWHH�DOVR�QRWHG�WKDW�XQGHU�6WDWH�ODZ�WKHUH�ZDV�QR�OHJDO�DXWKRULW\�WR�LPSRVH�D�VXSSRUW�OLDELOLW\�XSRQ�WKH�QHZ�VSRXVH�IRU�D�FKLOG�IRU�ZKRP�KH�RU�VKH�RZHV�QR�GXW\�RI�VXSSRUW��>�&KLOG�6XSSRUW�DQG�$UUHDUDJH�*XLGHOLQHV��-XQH�����������S��L[��KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������&RQQHFWLFXW�*XLGHOLQHV���@�
1HYDGD�UHYLHZHUV�GHEDWHG�WKH�WUHDWPHQW�RI�QHZ�VSRXVH�LQFRPH�LQ�D�YDULHW\�RI�FRQWH[WV��� $�PDMRULW\�FRQFOXGHG�WKDW�QHZ�VSRXVH�LQFRPH�VKRXOG�QRW�EH�FRQVLGHUHG�ZKHQ�D�SDUHQW�LV�YROXQWDULO\�XQHPSOR\HG�RU�XQGHUHPSOR\HG��HYHQ�WKRXJK�VXSSRUWHG�E\�WKH�VSRXVH��,Q�VXFK�FDVHV��WKH�WULHU�RI�IDFW�VKRXOG�LPSXWH�LQFRPH�WR�WKH�SDUHQW�EDVHG�RQ�KLV�RZQ�HDUQLQJ�FDSDFLW\��QRW�WKDW�RI�WKH�VSRXVH��+RZHYHU��WKH�WHDP�UHMHFWHG�WKH�DGGLWLRQ�RI�H[SOLFLW�ODQJXDJH�WR�WKLV�HIIHFW�LQ�WKH�VWDWXWH��,QVWHDG��WKH�FRPPLWWHH�FKRVH�WR�OHDYH�QHZ�VSRXVH�LQFRPH�WR�WKH�GLVFUHWLRQ�RI�WKH�FKLOG�VXSSRUW�GHFLVLRQPDNHU��>�1HYDGD�5HSRUW��VXSUD� DW�S�����@�� 5HYLHZHUV�GLVFXVVHG�ZKHWKHU�QHZ�VSRXVH�LQFRPH�VKRXOG�EH�D�IDFWRU�LQ�UHGXFLQJ�WKH�REOLJRU
V�OLYLQJ�H[SHQVHV�DQG�WKXV�LQ�PDNLQJ�DGGLWLRQDO�PRQH\�DYDLODEOH�IRU�FKLOG�VXSSRUW��%HFDXVH�D�QHZ�VSRXVH�FRXOG�EH�HLWKHU�D�KHOS�RU�D�EXUGHQ�RQ�KRXVHKROG�LQFRPH��WKH�WHDP�WRRN�QR�DFWLRQ�RQ�WKLV�LVVXH��>�,G���DW�S�����@�� 5HYLHZHUV�SRQGHUHG�LPSXWLQJ�WKH�QHZ�VSRXVH
V�RU�SDUWQHU
V�LQFRPH�WR�WKH�FKLOG
V�SDUHQW��7KH�FRPPLWWHH�UHDFKHG�D�FRQVHQVXV�WKDW�WKH�UHVRXUFHV�RI�DQ�REOLJRU
V�VSRXVH�VKRXOG�QRW�EH�FRQVLGHUHG�LQ�FDOFXODWLQJ�WKH�DPRXQW�RI�LQFRPH�DYDLODEOH�IRU�FKLOG�VXSSRUW��
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)XUWKHUPRUH��XQOHVV�DQ�RYHUYLHZ�RI�KRXVHKROG�LQFRPH�DQG�H[SHQVHV�LV�VSHFLILFDOO\�QHHGHG�WR�XQGHUVWDQG�WKH�REOLJRU
V�DELOLW\�WR�SD\��WKH�LQFRPH�RI�DQ�XQPDUULHG�FRKDELWDQW�VKRXOG�QRW�EH�FRQVLGHUHG��7KH\�DOVR�UHDFKHG�FRQVHQVXV�UHJDUGLQJ�QHZ�VSRXVH�FRQWULEXWLRQV�WR�WKH�REOLJHH
V�KRXVHKROG��%HFDXVH�VXFK�LQFRPH�ZRXOG�QRW�GHFUHDVH�WKH�FKLOG
V�QHHG��WKH\�IHOW�WKDW�LW�LV�LUUHOHYDQW�WR�DQ�REOLJRU
V�UHTXHVW�IRU�D�GRZQZDUG�PRGLILFDWLRQ�RI�WKH�FKLOG�VXSSRUW DZDUG��5HYLHZHUV�IHOW�WKDW�WR�FRQFOXGH�RWKHUZLVH��ZRXOG�EH�WR�WDFLWO\�DGPLW�WKDW�WKH�QHZ�VSRXVH�XQGHUWRRN�DQ�REOLJDWLRQ�RI�VXSSRUW�IRU�WKH�FKLOGUHQ�LQ�5HFLSLHQW
V�KRXVHKROG��ZLWKRXW�EHQHILW�RI�DQ\�ULJKW�RI�DFFHVV�WR�RU�FRQWURO�RYHU�WKRVH�FKLOGUHQ���>�,G��@�
5HYLHZHUV�LQ�ERWK�/RXLVLDQD�DQG�+DZDLL�VDZ�VRPH�EHQHILW�WR�WKH�PLQRULW\�YLHZ�DQG�RSWHG�WR�LQFOXGH�WKLV�LQFRPH�XQGHU�FHUWDLQ�FRQGLWLRQV��)ROORZLQJ�D�JXLGHOLQH�UHYLHZ��WKH�/RXLVLDQD�OHJLVODWXUH�UHGHILQHG��LQFRPH��WR�LQFOXGH�EHQHILWV�D�SDUW\�GHULYHV�IURP�H[SHQVH�VKDULQJ��+RZHYHU��WKH�OHJLVODWXUH�VSHFLILHG�LQ�GHWHUPLQLQJ�WKH�EHQHILWV�RI�H[SHQVH�VKDULQJ�WKDW�WKH�GHFLVLRQPDNHU�VKRXOG�QRW�FRQVLGHU�WKH�LQFRPH�RI�WKH�QHZ�VSRXVH��H[FHSW�DV�VXFK�LQFRPH�GLUHFWO\�UHGXFHV�WKH�SDUW\
V�DFWXDO�H[SHQVHV��>�/HWWHU�IURP�*RUGRQ�+RRG��'HSDUWPHQW�RI�6RFLDO�6HUYLFHV��2IILFH�RI�)DPLO\�6XSSRUW��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��-DQXDU\�����������KHUHDIWHU�UHIHUUHG�WR�DV�WKH���/RXLVLDQD�/HWWHU���@�,Q�+DZDLL��LI�D�FKLOG
V�PRWKHU�UHPDUULHG��KDG�DQRWKHU�FKLOG��DQG�HLWKHU�OHIW�ZRUN�RU UHGXFHG�KHU�KRXUV�WR�FDUH�IRU�WKDW�QHZ�FKLOG��+DZDLL
V�UHYLHZHUV�ZRXOG�DOORZ�WKH�LQFRPH�RI�KHU�QHZ�VSRXVH�WR�EHFRPH�D�SDUW�RI�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ��8QGHU�WKHVH�FLUFXPVWDQFHV��WKH�PRWKHU�ZRXOG�EH�DWWULEXWHG�ZLWK�XS�WR����SHUFHQW�RI�WKH�FRPELQHG�JURVV�LQFRPH�RI�KHUVHOI�DQG�KHU�QHZ�VSRXVH��7KH�VDPH�UXOH�ZRXOG�EH�DSSOLHG�WR�DQ�XQPDUULHG�SDUHQW�ZLWK�FKLOGUHQ�IURP�D�QHZ�UHODWLRQVKLS��>�+DZDLL�'HSDUWPHQW�RI�WKH�-XGLFLDU\��)DPLO\�&RXUWV��*XLGHOLQHV�LQ�'HWHUPLQLQJ�&KLOG�6XSSRUW��1RYHPEHU��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������+DZDLL�5HSRUW���@�
*UDQGSDUHQWV
:KHQ�D�PLQRU�FKLOG�KDV�D�FKLOG�ZKR�EHDUV�WKH�FRVW"�7KLV�LV�DQ�LVVXH�QRW�FRQVLGHUHG�E\�PDQ\�FKLOG�VXSSRUW�JXLGHOLQHV��5HYLHZ�PDWHULDOV�VKRZHG�WKDW�WZR�6WDWHV²&RORUDGR�DQG�1HYDGD²GLVFXVVHG�WKH SURSULHW\�RI�PDNLQJ�JUDQGSDUHQWV
�UHVRXUFHV�D�SDUW�RI�WKH�LQFRPH�FDOFXODWLRQ�IRU�FKLOG�VXSSRUW�SXUSRVHV��7KH�&RORUDGR�OHJLVODWXUH�VSHFLILFDOO\�UHTXLUHG�LWV������JXLGHOLQH�UHYLHZ�FRPPLWWHH�WR�H[DPLQH�WZR�DVSHFWV�RI�JUDQGSDUHQW�VXSSRUW������HVWDEOLVKLQJ�DQG HQIRUFLQJ�VXSSRUW�DJDLQVW�JUDQGSDUHQWV�XQWLO�WKH�SDUHQW�UHDFKHV�DJH����DQG�����UHFRYHULQJ�SXEOLF�DVVLVWDQFH�IRU�D�GHSHQGHQW�FKLOG��ZKRVH�&3�DOVR�LV�D�PLQRU��XQWLO�WKDW�SDUHQW�UHDFKHV�DJH�����
$V�D�UHVXOW�RI�WKH�VWXG\��D�PDMRULW\�RI�1HYDGD�UHYLHZHUV�UHFRPPHQGHG�WKDW�WKH�VXSSRUW�REOLJDWLRQ�QRW�EH�H[WHQGHG�WR�JUDQGSDUHQWV��7KLV�UHFRPPHQGDWLRQ�KDG�D�WKUHH�SURQJHG�EDVLV��>������&RORUDGR�5HSRUW��VXSUD��DW�SS�����± ���@�� 5HYLHZHUV�IHOW�WKDW�WKH�FRVWV�RI�LPSRVLQJ�JUDQGSDUHQW�VXSSRUW�ZRXOG�RXWZHLJK�WKH�EHQHILWV��,W�ZRXOG�EH�H[SHQVLYH�WR�FROOHFW�D�VPDOO�DPRXQW�RI�VXSSRUW�IRU�D�UHODWLYHO\�VKRUW�SHULRG�EHWZHHQ�RUGHU�HVWDEOLVKPHQW�DQG�WKH�SDUHQW�UHDFKLQJ�DJH������ 7KH�FRPPLWWHH�IRUHVDZ�GLIILFXOW\�LQ�GUDIWLQJ�D�IDLU�VWDWXWH�JLYHQ�WKH�QXPEHU�RI�FRPSRQHQWV�WKDW�ZRXOG�KDYH WR�EH�LQFOXGHG��7KH\�IHOW�WKDW�DW�D�PLQLPXP�WKH�VWDWXWH�ZRXOG�KDYH�WR�HQFRPSDVV�SURYLVLRQV�IRU�WKH�WUHDWPHQW�RI�WKH�IROORZLQJ�W\SHV�RI�FDVHV������FRXSOHV�LQ�ZKLFK�RQH�SDUHQW�LV�ROGHU�WKDQ�DJH����DQG�WKH�RWKHU�LV�QRW������WKH�IDWKHU�LV�XQNQRZQ�RU�SDWHUQLW\ KDV�QRW�EHHQ�HVWDEOLVKHG������ORZ�LQFRPH�JUDQGSDUHQWV������RXW�RI�6WDWH�JUDQGSDUHQWV������QRQFXVWRGLDO�JUDQGSDUHQWV��DQG�����WKH�SDUHQW�UHDFKHV�DJH����EHIRUH�WKH�HVWDEOLVKPHQW�RI�WKH�RUGHU��� (YHQ�LI�D�IDLU�VWDWXWH�FRXOG�EH�FUDIWHG��WKH�UHYLHZHUV�ZHUH�VNHSWLFDO�WKDW�WKH�LQFOXVLRQ�RI�JUDQGSDUHQW�LQFRPH�ZRXOG�KDYH�D�UHDO�LPSDFW�RQ�DQ\�ZRUWKZKLOH�REMHFWLYH��6HYHUDO�REMHFWLYHV�ZHUH�PHQWLRQHG��LQFOXGLQJ�UHGXFLQJ�WHHQ�SUHJQDQF\��UHFRYHULQJ�$LG�WR�)DPLOLHV�ZLWK�'HSHQGHQW�&KLOGUHQ��$)'&��H[SHQGLWXUHV��SURPRWLQJ�VKDUHG�JUDQGSDUHQW�VXSSRUW��LQFUHDVLQJ�FRPPXQLFDWLRQ�EHWZHHQ�SDUHQWV�DQG�WHHQV��HGXFDWLQJ�WHHQV�DERXW�VH[XDO�EHKDYLRU��DQG�HGXFDWLQJ�WHHQV�DERXW�IDPLO\�UHVSRQVLELOLW\��+RZHYHU��WKHUH�ZHUH�TXHVWLRQV��EDVHG�RQ�:LVFRQVLQ
V�H[SHULHQFH��WKDW�VXFK�D�ODZ�ZRXOG�SURGXFH�WKH�GHVLUHG�UHVXOWV��
2QH�RI�1HYDGD
V�UHYLHZHUV�VRXJKW�WR�FRQQHFW�JUDQGSDUHQW�VXSSRUW�REOLJDWLRQV�WR�D�6WDWH�LQWHUHVW�DQG�SURPSWHG�WKDW�WHDP
V�GLVFXVVLRQ�RI�WKH�LVVXH��7KH�UHYLHZHU�VXJJHVWHG�WKDW�JUDQGSDUHQW�VXSSRUW�FRXOG�UHPHG\�WKH�SUREOHP�RI��WRR�PDQ\�\RXQJ�SHRSOH���EHFRPLQJ�SDUHQWV�ZKLOH�WKH\�DUH�VWLOO�FKLOGUHQ�WKHPVHOYHV��FUHDWLQJ�D�VHOI�SHUSHWXDWLQJ�LPSRYHULVKHG�FODVV�IRU�ZKLFK�WKH�6WDWH�LV�IRUFHG�WR�WDNH�ILQDQFLDO�UHVSRQVLELOLW\��WR�WKH�GHWULPHQW�RI�WKH�SHRSOH�FDXJKW�LQ�WKH�V\VWHP�DQG�WR�WKH�SXEOLF�JHQHUDOO\���>�1HYDGD�5HSRUW��VXSUD��DW�S�����@�(YHQ�WKRXJK�WKH�UHYLHZ�WHDP�VHHPHG�WR�KDYH�FDUHIXOO\�FRQVLGHUHG�WKH�SRVVLELOLW\�DQG�FLWHG�D�QXPEHU�RI�DFFRPSDQ\LQJ�OHJDO�LVVXHV��WKH�H[SHULHQFH�RI�RWKHU�6WDWHV��DQG�WHFKQLFDO�DQG�SROLF\�PDWWHUV��WKH�FRQVHQVXV�ZDV�WKDW�WKHUH�ZDV�LQVXIILFLHQW�GDWD�WR�DGHTXDWHO\�HYDOXDWH�WKH�SURSRVDO��WKXV��WKH\�WRRN�QR�DFWLRQ��>�,G���DW�SS�����± ���@�
+RZ�/RQJ�,V�&KLOG�6XSSRUW�2ZHG"
,Q�SUDFWLFH��FKLOG�VXSSRUW�XVXDOO\�HQGV�ZLWK�D�FKLOG
V�HPDQFLSDWLRQ��L�H���ZKHQ�WKH�FKLOG�UHDFKHV�WKH�DJH�RI�PDMRULW\�>�7KH�DJH�RI�PDMRULW\�LV�GHFLGHG�E\�HDFK�6WDWH��2IWHQ�LW�GLIIHUV�E\�LVVXH��)RU�LQVWDQFH��WKH�DJH�RI�PDMRULW\�PD\�EH�VHW�DW����IRU�FKLOG�VXSSRUW�SXUSRVHV�EXW�DW����IRU�WKH�FRQVXPSWLRQ�RI�DOFRKROLF�EHYHUDJHV��*HQHUDOO\��KRZHYHU��IRU�FKLOG�VXSSRUW�SXUSRVHV�LW�UDQJHV�IURP�DJHV����WR����@�RU�DFKLHYHV�VRPH�GHVLJQDWHG�FLUFXPVWDQFH��VXFK�DV�PDUULDJH��IXOO�WLPH�HPSOR\PHQW��RU�HQOLVWPHQW�LQ�WKH�PLOLWDU\���*XLGHOLQHV�GR�QRW�DOZD\V�FOHDUO\�UHIOHFW�6WDWH�SUDFWLFH��KRZHYHU��ZKLFK�FDQ�FDXVH�FRQIXVLRQ�DQG�LQFRQVLVWHQF\��$FFRUGLQJO\��D�QXPEHU�RI�6WDWH�JXLGHOLQH�UHYLHZ�WHDPV�GLVFXVVHG�FODULI\LQJ�WKH�WHUP�RI�WKH�VXSSRUW�REOLJDWLRQ��
*XLGHOLQH�UHYLHZV�IRFXVHG�RQ�DJH�UHODWHG�RU�HGXFDWLRQ�UHODWHG�WHUPLQDWLRQ�UDWKHU�WKDQ�RWKHU�HPDQFLSDWLRQ�HYHQWV��,Q�$ODVND��UHYLHZHUV�UHFRPPHQGHG�WKH�FRQWLQXHG�WHUPLQDWLRQ�RI�VXSSRUW�DW�DJH�����7KH�1HYDGD�FRPPLWWHH�UHFRPPHQGHG�WKH�WHUPLQDWLRQ�RI�VXSSRUW�DIWHU�WKH�FKLOG
V���WK�ELUWKGD\�RU�KLJK�VFKRRO�JUDGXDWLRQ��ZKLFKHYHU�RFFXUUHG�ODWHU��$JH�����KRZHYHU��ZDV�LPSRVHG�DV�DQ�DEVROXWH�HQG�RI�VXSSRUW��HYHQ�LI�WKH�FKLOG�KDG�QRW�\HW�JUDGXDWHG�IURP�KLJK�VFKRRO��$�VLPLODU�UHFRPPHQGDWLRQ�ZDV�PDGH�E\�8WDK�UHYLHZHUV��,Q�WKDW�6WDWH��VXSSRUW�FRXOG�H[WHQG�EH\RQG�DJH�����EXW�RQO\�XQWLO�WKH�GDWH�RI�D�QRUPDO��H[SHFWHG�KLJK�VFKRRO�JUDGXDWLRQ��
,Q�WKHLU������UHSRUW��&RORUDGR�UHYLHZHUV�UHFRPPHQGHG�WHUPLQDWLRQ�RI�VXSSRUW�DW�DJH�����$Q�H[WHQVLRQ�RI�VXSSRUW�EH\RQG�WKH�FKLOG
V���WK�ELUWKGD\�FRXOG�EH�JUDQWHG�LI�WKH�FKLOG�ZDV�PHQWDOO\�LOO�RU�SK\VLFDOO\�GLVDEOHG��WKH�FKLOG�ZDV�VWLOO�LQ�KLJK�VFKRRO��EXW�RQO\�WKURXJK�DJH�
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����RU�WKH�FKLOG�ZDV�SXUVXLQJ�SRVWVHFRQGDU\�HGXFDWLRQ��EXW�RQO\�WKURXJK�DJH�����5HYLHZHUV�UHFRPPHQGHG�LQ�WKHVH�LQVWDQFHV�WKDW�VXSSRUW�DOVR�VKRXOG�LQFOXGH�PHGLFDO�LQVXUDQFH��7KH�OHJLVODWXUH�XOWLPDWHO\�DGRSWHG�ODQJXDJH�DOORZLQJ�WHUPLQDWLRQ�RI�FKLOG�VXSSRUW�DW�DJH�����VXEMHFW�WR�WKH�WKUHH�H[WHQVLRQ�FULWHULD��:LWK�UHVSHFW�WR�SRVWVHFRQGDU\�HGXFDWLRQ��KRZHYHU��DQ�H[WHQVLRQ�RI�VXSSRUW�ZDV�SHUPLWWHG�RQO\�WKURXJK�DJH����UDWKHU�WKDQ�WKH�UHFRPPHQGHG�DJH�RI�����>�)RU�D�GLVFXVVLRQ�RI�KRZ�VXSSRUW�IRU�SRVWVHFRQGDU\�HGXFDWLRQ�LV�FDOFXODWHG��VHH�SS�����± ����LQIUD��@�
'HWHUPLQLQJ�WKH�,QFRPH�$YDLODEOH�IRU�&KLOG�6XSSRUW
7KH�GHWHUPLQDWLRQ�RI�DYDLODEOH�LQFRPH�LV�DQ�HVVHQWLDO�VWHS�LQ�WKH�SURFHVV�RI�UHDFKLQJ�D�FKLOG�VXSSRUW�DZDUG�DPRXQW��%HIRUH�DQ\�JXLGHOLQH�IRUPXOD�FDQ�EH�DSSOLHG��WKH�LQFRPH�VRXUFHV�RI�RQH�RU�ERWK�SDUHQWV�PXVW�EH�LGHQWLILHG��7KH�GHFLVLRQPDNHU�PXVW�GHFLGH�KRZ�PXFK�RI�WKHVH�DPRXQWV�DUH�WR�EH�XVHG�WR�PHHW�WKH�QHHGV�RI�WKH�SDUWLFXODU�FKLOG�RU�FKLOGUHQ��>�7KH�SDUWLFXODU�6WDWH�JXLGHOLQH�IRUPXOD�ZLOO�GHVLJQDWH�ZKHWKHU�WKH�LQFRPHV�RI�ERWK�SDUHQWV�DUH�WR�EH�FRQVLGHUHG�RU�ZKHWKHU�RQO\�REOLJRU�LQFRPH�LV�QHFHVVDU\�IRU�WKH�VXSSRUW�FDOFXODWLRQ��6RPH�RI�WKH�VDPH�LVVXHV�PD\�EH�FRQVLGHUHG�E\�6WDWHV�DV�WKH\�GHWHUPLQH�LQFRPH�DQG�PDNH�GHFLVLRQV�DERXW�GHYLDWLRQV�IURP�EDVLF�VXSSRUW�DZDUGV��,QFRPH�GHWHUPLQDWLRQ�LV�DQ��DERYH�WKH�OLQH��VWHS�DQG�WKH�LGHQWLILFDWLRQ�RI�DSSURSULDWH�GHYLDWLRQ�FULWHULD�LV�D��EHORZ�WKH�OLQH��VWHS�@�6WDWH�JXLGHOLQH�UHYLHZHUV�GHYRWHG�D�JUHDW�GHDO�RI�WLPH�WR�LQFRPH�GHWHUPLQDWLRQ�LVVXHV��
7KLV�GLVFXVVLRQ�KLJKOLJKWV�6WDWH�GHOLEHUDWLRQV�RQ�NH\�LQFRPH�GHWHUPLQDWLRQ�LVVXHV��
1HW�9HUVXV�*URVV�,QFRPH
7KH�FKRLFH�EHWZHHQ�QHW�DQG�JURVV�LQFRPH��>�6LPSO\�VWDWHG��JURVV�LQFRPH�LV�HDUQLQJV�EHIRUH�WD[�GHGXFWLRQV�RU�RWKHU�DGMXVWPHQWV��DQG�QHW�LQFRPH�LV�HDUQLQJV DIWHU�DOORZDEOH�GHGXFWLRQV�@�DV�ZHOO�DV�WKH�JHQHUDO�GHILQLWLRQ�RI�LQFRPH��>�6HH�SS�����± ����LQIUD��@�DUH�NH\�WR�WKH�VWDUWLQJ�SRLQWV�IRU�FDOFXODWLQJ�FKLOG�VXSSRUW��$OWKRXJK�6WDWH�UHYLHZ�WHDPV�GHFLGHG�WR�XVH�JURVV�RU�QHW�LQFRPH�LQ�WKH�6WDWH
V�FKLOG�VXSSRUWJXLGHOLQH��DV�WKH�IROORZLQJ�GLVFXVVLRQ�GHPRQVWUDWHV��WKHUH�IUHTXHQWO\�LV�OLWWOH�SUDFWLFDO�GLVWLQFWLRQ�EHWZHHQ�WKH�WZR�WHUPV��
6RPH�6WDWHV�RSWHG�IRU�D�JURVV�LQFRPH�VWDQGDUG��,OOLQRLV�DQG�1HYDGD�IDOO�LQWR�WKLV�FDWHJRU\��7KH�1HYDGD�UHYLHZ�UHSRUW��LVVXHG�LQ�$XJXVW�������LQGLFDWHV�WKDW�PDQ\�REOLJRUV�EHOLHYH�WKDW�WKH\�KDYH�XQUHDOLVWLF�FKLOG�VXSSRUW�REOLJDWLRQV��7KHLU�ILUVW�FRPSODLQW�ZDV�WKDW�WKH�JURVV�LQFRPH�EDVHG�JXLGHOLQHV�FDXVHG�WKHP�WR�SD\�PRUH�LQ�VXSSRUW�WKDQ�WKH\�FRXOG�DIIRUG��>�1HYDGD�5HSRUW��VXSUD���DW�S�����@�
7R�FRUUHFW�WKH�VLWXDWLRQ��WKHVH�REOLJRUV�VXJJHVWHG�WKDW�WKH�6WDWH�PRYH�WR�D�QHW�LQFRPH�FDOFXODWLRQ��5HYLHZHUV�FRQFOXGHG�WKDW�D�FKDQJH�WR�D�QHW�LQFRPH�IUDPHZRUN��ZRXOG�QRW�UHVXOW�LQ�DQ\�FKDQJH�DW�DOO�WR�WKH�DFWXDO�GROODU�VXP�RI�VXSSRUW�RUGHUV���>�,G��DW�S�����@�7KH\�UHDVRQHG�WKDW�WKH�6WDWH
V�FKLOG�VXSSRUW�ODZV�ZHUH�EDVHG�RQ�WKUHH�XQGHUO\LQJ�IDFWRUV��PDLQWHQDQFH�RI�D�SDUWLFXODU�VWDQGDUG�RI�OLYLQJ��LQFRPH�VKDULQJ��DQG�WKH�VDWLVIDFWLRQ�RI�FKLOGUHQ
V�QHHGV��$VVXPLQJ�WKDW�WKHVH�IDFWRUV�UHPDLQ�FRQVWDQW��LUUHVSHFWLYH�RI�WKH�LQFRPH�GHVLJQDWLRQ�XVHG��WKH�PHUH�FKDQJH�IURP�D�JURVV�LQFRPH�EDVHG�WR�D�QHW�EDVHG�IRUPXOD�ZRXOG�QRW�DXWRPDWLFDOO\�SURGXFH�D�GRZQZDUG�FKDQJH�LQ�VXSSRUW�REOLJDWLRQV��
2EOLJRUV�DOVR�PDGH�D�VHFRQG�DVVHUWLRQ��6LQFH�WKH�6WDWH
V�JURVV�EDVHG�IRUPXOD�IDLOHG�WR�FRQVLGHU�FHUWDLQ�UHOHYDQW�IDFWV��ZKLFK�ZHUH�DFFRXQWHG�IRU�E\�GLIIHUHQW�VWDWXWRU\�VFKHPHV��LW�JHQHUDOO\�\LHOGHG�KLJKHU�UHVXOWV�IRU�1HYDGD�REOLJRUV��+RZHYHU��UHYLHZHUV�DJDLQ�GHFOLQHG�WR�UHFRPPHQG�FKDQJH�WR�D�QHW�EDVHG�IRUPXOD��7KH�FRPPLWWHH�FLWHG�WKH������:RPHQ
V�/HJDO�'HIHQVH�)XQG�VXUYH\�RI�6WDWH�FKLOG�VXSSRUW�GDWD��$FFRUGLQJ�WR�WKDW�GDWD��DZDUGV�LQ�1HYDGD�ZHUH�W\SLFDOO\�QHDU�WKH�QDWLRQDO�DYHUDJH�LQ�WKH�VWXGLHG�FDWHJRULHV�DQG�ZHUH�QRW�KLJKHU��DV�REOLJRUV�FRQWHQGHG��7KHUHIRUH��WKHUH�ZDV�QR�HYLGHQFH�RI�D�IRUPXOD�EDVHG�LPEDODQFH�LQ�WKH�VXSSRUW�REOLJDWLRQV�RI�1HYDGD�1&3V��
1HYDGD
V�JXLGHOLQH�KLVWRU\�DOVR�SURYLGHG�UHDVRQ�IRU�UHWHQWLRQ�RI�WKH�JURVV�LQFRPH�VWDQGDUG��7KH�RULJLQDO�JXLGHOLQH�FRPPLVVLRQ�EHOLHYHG�WKDW�D�QHW�EDVHG�V\VWHP�ZRXOG�FUHDWH�LQHTXLW\�EHWZHHQ�VLPLODUO\�VLWXDWHG�LQGLYLGXDOV�E\�SHUPLWWLQJ�DUELWUDU\�FKRLFHV�DV�WR�LQFRPH�LQFOXVLRQV�DQG�H[FOXVLRQV��5HYLHZHUV�DOVR�UHVWDWHG�WKH�RULJLQDO�JXLGHOLQH�FRPPLVVLRQ
V�ILQGLQJ�WKDW�JURVV�LQFRPH�EDVHG�IRUPXODV�DUH�SUL]HG�IRU�WKHLU�VLPSOLFLW\��
)RU HYHU\�OD\HU�RI�FRPSOH[LW\�DGGHG�WR�WKH�VWDWXWH�WKDW�\LHOGV�JXLGHOLQH�VXSSRUW��D�FHUWDLQ�LQFUHDVHG�H[SHQVH�LV�DGGHG�WR�WKH�FRVW�RI�EHLQJ�LQ�WKH�FRXUW�V\VWHP�DQG�LV�SDLG�E\�HYHU\�OLWLJDQW�LQ�WHUPV�RI�WLPH�DQG�DWWRUQH\
V�IHHV��$GGLWLRQDOO\��WKH�HQWLUH�SXEOLF SD\V�IRU�WKRVH�FRPSOH[LWLHV�E\�SD\LQJ�WKH�VDODULHV�RI�WKH�SXEOLF�VHUYDQWV�ZKR�PXVW�VSHQG�PRUH�WLPH�RQ�HDFK�FDVH�WR�FDOFXODWH�VXSSRUW�XQGHU�WKH�PRUH�FRPSOH[�JXLGHOLQH��>�,G��DW�S�����@�
7KH������YHUVLRQ�RI�1HYDGD
V�JXLGHOLQH�VWDWXWH�HVWDEOLVKHV�WKH�VXSSRUW�REOLJDWLRQ�DFFRUGLQJ�WR�JURVV�LQFRPH�ILJXUHV��>�1HY��5HY��6WDW�����%��������D��@�WKXV��WKH�UHYLHZHUV
������UHFRPPHQGDWLRQ�DSSHDUV�WR�KDYH�EHHQ�DFFHSWHG��+RZHYHU��DV�RXWOLQHG�IXUWKHU�LQ�WKH�QH[W�VHFWLRQ�RI�WKLV�UHSRUW��WKH�VWDWXWH�PRGLILHV�WKH�WUDGLWLRQDO GHILQLWLRQ�RI�JURVV�LQFRPH��>�6HH�SS�����± ����LQIUD��@�
7KH�,OOLQRLV�H[SHUW�DOVR�FLWHG�HTXLW\�EHWZHHQ�VLPLODUO\�VLWXDWHG�SDUHQWV�LQ�VXSSRUW�RI�WKH�UHFRPPHQGDWLRQ�WKDW�JURVV�LQFRPH�VHUYH�DV�WKH�EDVLV�IRU�VXSSRUW�DZDUGV��>�,OOLQRLV�5HSRUW��VXSUD���DW�S�����)URP�SURSRVHG�OHJLVODWLRQ��$PHQGPHQW�WR�+RXVH�%LOO�������WKLV�OHJLVODWLRQ�ZDV�QRW�SDVVHG��EDVHG�RQ�WKH�FRPPLWWHH
V�UHFRPPHQGDWLRQV��LW�DSSHDUV�WKDW�D�QHW�LQFRPH�EDVLV�ZDV�EHLQJ�XVHG�DW�WKH�WLPH�RI�WKH�UHYLHZ�@�*URVV�LQFRPH�ZDV�IRXQG�WR�RIIHU�WKH�KLJKHVW�OHYHO�RI�HTXLW\�EHWZHHQ�SDUHQWV�ZKHQ�HVWDEOLVKLQJ�VXSSRUW���(YHQ�WKRXJK�WKH�DUJXPHQW�KDV�EHHQ�PDGH�WKDW�QHW�LQFRPH�EHWWHU�UHIOHFWV�D�SDUHQW
V�DELOLW\�WR�SD\��QHW�LQFRPH�ZLOO�YDU\�GHSHQGLQJ�XSRQ�WKH�WD[�GHGXFWLRQV�DYDLODEOH�WR�HDFK�SDUHQW��DQG�WKHVH�PD\�GLIIHU�EHWZHHQ�SDUHQWV���>�,G��@�
,OOLQRLV
�UHYLHZ�FRPPLWWHH�EDVLFDOO\�DJUHHG�ZLWK�WKH�H[SHUW�RSLQLRQ�WKDW�WKH�LQFRQVLVWHQFLHV�EHWZHHQ�SDUHQWV��DVVRFLDWHG�ZLWK�QHW�LQFRPH�EDVHG�IRUPXODV��PDGH�D�JURVV�LQFRPH�VWDQGDUG�PRUH�GHVLUDEOH��+RZHYHU��OLNH�WKHLU�1HYDGD FRXQWHUSDUWV��,OOLQRLV�UHYLHZHUV�DOVR�IHOW�WKDW�D�VWULFW�DSSOLFDWLRQ�RI�JURVV�LQFRPH�ZDV�LQDSSURSULDWH�DQG�UHFRPPHQGHG�VHYHUDO�DGMXVWPHQWV�EHIRUH�DUULYLQJ�DW�WKH�LQFRPH�ILJXUH�WKDW�ZRXOG�EH�XVHG�WR�FDOFXODWH�WKH�FKLOG�VXSSRUW�REOLJDWLRQ��
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8QOLNH�,OOLQRLV DQG�1HYDGD��&RQQHFWLFXW�IDYRUHG�D�QHW�LQFRPH�EDVHG�IRUPXOD��>�6WDWH�RI�&RQQHFWLFXW�&KLOG�6XSSRUW�*XLGHOLQHV��-DQXDU\��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������&RQQHFWLFXW�*XLGHOLQHV���@�7KH�6WDWH
V�UHYLHZ�FRPPLWWHH�FLWHG�WKUHH�UHDVRQV�IRU�UHFRPPHQGLQJ�WKH�UHWHQWLRQ�RI�WKLV�VWDQGDUG��� 7KH�QHW�LQFRPH�DSSURDFK�VHHPHG�WR�EH�ZRUNLQJ�ZHOO�LQ�WKH�6WDWH�²(YHQ�WKRXJK�WKHUH�ZHUH�RWKHU�6WDWHV�XVLQJ�WKH�JURVV�LQFRPH�VWDQGDUG��DQG�WKHUH�ZHUH�UHFRJQL]HG�DGYDQWDJHV�WR�WKDW�PHWKRG��WKH�FRPPLWWHH�GLG�QRW�ILQG�WKDW�WKH�DSSDUHQW�EHQHILWV�ZDUUDQWHG�DEDQGRQPHQW�RI�WKHLU�FKRVHQ�DSSURDFK�XQWLO�DGGLWLRQDO�VWXG\�FRXOG�EH�FRQGXFWHG�� 7KH�JXLGHOLQH�WDEOHV�ZHUH�EDVHG�RQ�WKH�QHW�LQFRPH�VWDQGDUG�²7KH\�UHMHFWHG�D�VXJJHVWLRQ�WR�DOWHU�WKH�WDEOHV�SULRU�WR�VWXG\LQJ�WKH�H[DFW�HIIHFW�RI WKH�JURVV�LQFRPH�VWDQGDUG��� 5HYLHZHUV�SHUFHLYHG�D�SRVVLEOH�SUREOHP�IRU�ORZ�LQFRPH�REOLJRUV�ZLWK�WKH�DGRSWLRQ�RI�D�JURVV�LQFRPH�DSSURDFK�²7KH\�VHHPHG�FRQFHUQHG��GXH�WR�PDQGDWRU\�GHGXFWLRQV�IURP�WKH�GLVSRVDEOH�LQFRPH�RI�ORZ�LQFRPH�REOLJRUV��WKDW�WKH�FRQYHUVLRQ�WR�D�JURVV�LQFRPH�DSSURDFK�ZRXOG�OHDYH�WKHVH�REOLJRUV�ZLWK�LQVXIILFLHQW�PRQH\�WR�VXUYLYH��7KH�6WDWH�OHJLVODWXUH�VHHPV�WR�KDYH�DFFHSWHG�WKLV�UHFRPPHQGDWLRQ��
7KH�'HILQLWLRQ�RI�,QFRPH
0RVW�6WDWH�JXLGHOLQH�UHYLHZV�FRQVLGHUHG�KRZ�LQFRPH�ZRXOG�EH�GHILQHG��6RPH�UHYLHZ�WHDPV�VHW�YHU\�JHQHUDO�LQFRPH�IDFWRUV��2WKHUV�DQDO\]HG�ZKHWKHU�PRQH\�GHULYHG�IURP�SDUWLFXODU�VRXUFHV�VKRXOG�EH�PDGH�LQFRPH�IRU�FKLOG�VXSSRUW�SXUSRVHV��7KH�ILUVW�SDUW�RI�WKLV�GLVFXVVLRQ�IRFXVHV�RQ�6WDWH�GHOLEHUDWLRQV�RI�WKH�JHQHUDO�PHDQLQJ�RI�LQFRPH��DQG�WKH�VHFRQG�SDUW�FRQVLGHUV�6WDWH�WUHDWPHQW�RI�VHYHUDO�RI�WKH�VSHFLILF�IDFWRUV�DIIHFWLQJ�LQFRPH��
*HQHUDO�'HILQLWLRQ�RI�,QFRPH
$V�QRWHG�LQ�WKH�JURVV�YHUVXV�QHW�LQFRPH�GLVFXVVLRQ�DERYH��UHYLHZHUV�LQ�ERWK�,OOLQRLV�DQG�1HYDGD�RSWHG�IRU�D�JURVV�LQFRPH�EDVLV�EXW�DOORZHG�PRGLILFDWLRQV�WR�EH�PDGH�WR�WKH�REOLJRU
V�DFWXDO�JURVV�LQFRPH�WR�DUULYH�DW�ZKDW�FRXOG�EH�EHVW�ODEHOHG�DV�DQ��DGMXVWHG�JURVV���)RU�H[DPSOH��WKH�,OOLQRLV�FRPPLWWHH�UHFRPPHQGHG�DGMXVWPHQWV�IRU�RWKHU�FKLOG�VXSSRUW�REOLJDWLRQV��WKH�FKLOG
V�KHDOWK�LQVXUDQFH�SUHPLXPV��DQG�SURIHVVLRQDO�IHHV�UHTXLUHG�DV�D�FRQGLWLRQ�RI�HPSOR\PHQW��>�,OOLQRLV�5HSRUW��VXSUD���DW�SS����± ��@�*URVV�LQFRPH�ZDV�GHILQHG�E\�1HYDGD�DV��WKH�WRWDO�DPRXQW�RI�LQFRPH�IURP�DQ\�VRXUFH�RI�D�ZDJH�HDUQLQJ�HPSOR\HH�RU�WKH�JURVV�LQFRPH�IURP�DQ\�VRXUFH�RI�D�VHOI�HPSOR\HG�SHUVRQ��DIWHU�GHGXFWLRQ�RI�DOO�OHJLWLPDWH�EXVLQHVV�H[SHQVHV��EXW�ZLWKRXW�GHGXFWLRQ�IRU�SHUVRQDO�LQFRPH�WD[HV��FRQWULEXWLRQV�IRU�UHWLUHPHQW�EHQHILWV��FRQWULEXWLRQV�WR�D�SHQVLRQ�RU�IRU�DQ\�RWKHU�SHUVRQDO�H[SHQVHV���>�1HY��5HY��6WDW�����%��������D��@�
,Q������&RQQHFWLFXW
V�UHYLHZHUV�UHFRPPHQGHG�D�QHW�LQFRPH�VWDQGDUG�DQG�DUULYHG�DW�D�SDUHQW
V�QHW�LQFRPH�E\��VXEWUDFWLQJ�PDQGDWRU\�GHGXFWLRQV�DQG�VSHFLDO�H[HPSWLRQV�IURP�WKH�SDUHQW
V�JURVV�LQFRPH���>������&RQQHFWLFXW�5HSRUW� VXSUD��DW�S������,Q������UHJXODWLRQV�ZHUH�SURPXOJDWHG��ZKLFK�VLPSOLILHG�WKH�FDOFXODWLRQ�SURFHVV�E\�HVWDEOLVKLQJ�D�VLQJOH�OLVW�RI�SHUPLVVLEOH�GHGXFWLRQV�IURP�LQFRPH�������&RQQHFWLFXW�5HSRUW��VXSUD���DW�S��L[�@�$PRQJ�WKH�6WDWH�DXWKRUL]HG�PDQGDWRU\�GHGXFWLRQV�ZHUH�)HGHUDO�LQFRPH�WD[HV�ZLWK�DOO�DOORZDEOH�H[HPSWLRQV��>�7KLV�GHGXFWLRQ�ZDV�FRQWLQXHG�LQ�������KRZHYHU��DQ�DGGLWLRQDO�GHGXFWLRQ�ZDV�HVWDEOLVKHG�IRU�6WDWH�DQG�ORFDO�WD[HV��6LQFH������WKH�6WDWH�KDG�LQVWLWXWHG�D�6WDWH�LQFRPH�WD[��DQG�WKH�FRPPLVVLRQ�VXJJHVWHG�DQ�DOORZDQFH�IRU�ORFDO�WD[HV�SDLG�E\�SHUVRQV�OLYLQJ�LQ�WKRVH�DUHDV�WKDW�OHYLHG�VXFK�D�WD[�������&RQQHFWLFXW�5HSRUW��VXSUD���DW�S��L[�@�6RFLDO�6HFXULW\�WD[��UHWLUHPHQW�SODQ�GHGXFWLRQV��>�$�GHGXFWLRQ�IRU�6RFLDO�6HFXULW\�WD[HV�UHPDLQHG�LQ�HIIHFW��DFFRUGLQJ�WR�WKH������&RQQHFWLFXW�5HSRUW��+RZHYHU��WR�SURPRWH�WKH�HTXLWDEOH�WUHDWPHQW�RI�SDUHQWV�ZLWK�YDVWO\�GLIIHUHQW�SHQVLRQ�SODQV��WKH�VHSDUDWH�GHGXFWLRQ�IRU�PDQGDWRU\�UHWLUHPHQW�SODQV�ZDV�HOLPLQDWHG��
6SHFLILFDOO\��WKLV�DFWLRQ�ZDV�WDNHQ�WR�SUHYHQW�SDUHQWV�ZKR DUH�VXEMHFW�WR�6RFLDO�6HFXULW\�ZLWKKROGLQJ�IURP�DOVR�FODLPLQJ�D�GHGXFWLRQ�IRU�DQRWKHU�UHWLUHPHQW�FRQWULEXWLRQ��,G��@�XQLRQ�GXHV�RU�IHHV��JURXS�OLIH�LQVXUDQFH�SUHPLXPV��PHGLFDO��KRVSLWDO��GHQWDO��RU�KHDOWK�LQVXUDQFH�SUHPLXPV�IRU�DOO�OHJDO�GHSHQGHQWV��DQG�OHJLWLPDWH�EXVLQHVV�H[SHQVHV�RI�WKH�VHOI�HPSOR\HG��5HYLHZHUV�DOVR�SHUPLWWHG�VSHFLDO�H[HPSWLRQV�IRU�FRVWV�DWWULEXWHG�WR�XQUHLPEXUVHG�FKLOG�FDUH�IRU�DQ�HPSOR\HG�SDUHQW�DQG�RWKHU�FKLOG�VXSSRUW�RUGHUV�IRU�ZKLFK�WKHUH�ZDV�YHULILHG�SD\PHQW��*URVV�LQFRPH�ZDV�GHILQHG�DV�SDUHQW
V�ZHHNO\�LQFRPH�EHIRUH�GHGXFWLRQV��LQFOXGLQJ�WKH�IROORZLQJ��� Â6DODU\�DQG�ZDJHV��LQFOXGLQJ�RYHUWLPH��� Â&RPPLVVLRQV��� Â%RQXVHV��� Â7LSV�DQG�SHUTXLVLWHV��� Â5HQWDO�LQFRPH��� Â(VWDWH�RU�WUXVW�LQFRPH��� Â5R\DOWLHV��� Â,QWHUHVW��GLYLGHQGV��DQG�DQQXLWLHV��� Â6RFLDO�6HFXULW\�RU�VXSSOHPHQWDO�VHFXULW\�LQFRPH��66,���� Â9HWHUDQV
�EHQHILWV��XQHPSOR\PHQW�FRPSHQVDWLRQ��ZRUNHUV
�FRPSHQVDWLRQ��UHWLUHPHQW��SHQVLRQ��DQG�RWKHU�EHQHILWV��� Â3URFHHGV�IURP�FRQWUDFWXDO�DJUHHPHQWV��� Â6HOI�HPSOR\PHQW�HDUQLQJV��� Â$OLPRQ\�DQG�RWKHU�XQHDUQHG�LQFRPH��DQG�� Â,Q�NLQG�FRPSHQVDWLRQ��DQ\�EDVLF�PDLQWHQDQFH�RU�VSHFLDO�QHHG�VXFK�DV�IRRG��VKHOWHU��RU�WUDQVSRUWDWLRQ�SURYLGHG�RQ�D�UHFXUUHQW�EDVLV�LQ�OLHX�RI�VDODU\���>�,G��DW�S�����@�
7KH�:HVW�9LUJLQLD�PDWHULDOV�LQGLFDWH�WKDW�SURSRVHG�UXOHV�UHJDUGLQJ�WKH�GHILQLWLRQ�RI�LQFRPH�FRQWDLQHG�VRPH�RI�WKH�PRVW�VLJQLILFDQW�FKDQJHV�WR�WKH�JXLGHOLQHV�UHFRPPHQGHG�E\�UHYLHZHUV��>�-RKQVRQ��5�-���7KH�3URSRVHG�&KLOG�6XSSRUW�*XLGHOLQHV��RXWOLQH�IRU�SUHVHQWDWLRQ�DW�D�:HVW�9LUJLQLD�8QLYHUVLW\�&ROOHJH�RI�/DZ�&RQWLQXLQJ�(GXFDWLRQ�SURJUDP��6HSWHPEHU���DQG�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���:HVW�9LUJLQLD�3URSRVHG�*XLGHOLQHV����7KLV�PDWHULDO�GRHV�QRW�SURYLGH�WKH�SUHUHYLHZ�GHILQLWLRQ�RI�LQFRPH��QRU�GRHV�LW�
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QRWH�ZKHWKHU�WKH�SURSRVHG�UXOH�ZDV�HYHU�SURPXOJDWHG�@ 8QGHU�WKH�SURSRVHG�UXOHV��WR�FDOFXODWH�JURVV�LQFRPH�RI�HLWKHU�SDUHQW��RQH�VKRXOG�FRQVLGHU�WKH�IROORZLQJ��:DJHV��VDODU\��FRPPLVVLRQV��DQG�RWKHU�LQFRPH�GXH�WR�WKH�SDUHQW�IURP�KLV�RU�KHU�HPSOR\HU��� Â3D\PHQWV�PDGH�IURP�SURILW�VKDULQJ�RU�SHQVLRQ�SODQV��LQVXUDQFH�FRQWUDFWV��RU�DQQXLWLHV��� Â6RFLDO�6HFXULW\��XQHPSOR\PHQW�FRPSHQVDWLRQ��ZRUNHUV
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7KH�:DVKLQJWRQ�6WDWH�PDWHULDOV�GLG�QRW�LQFOXGH�WKH�IXOO�SURSRVHG�GHILQLWLRQ�RI�LQFRPH��KRZHYHU��FRPPHQWV�FRQWDLQHG�LQ�WKH�*RYHUQRU
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$FFRUGLQJ�WR�WKH�*RYHUQRU��WKHUH�ZDV�QR�UHDVRQ�WR�XVH�D�GHILQLWLRQ�RI�LQFRPH�WKDW��DUELWUDULO\�H[FOXGHV�DV�D�EHQHILW IRU�FKLOGUHQ�WKHVH�YHU\�UHDO�W\SHV�RI�UHVRXUFHV�WKDW�DUH�DYDLODEOH�WR�SDUHQWV���>�,G��@�
,QFRPH�)URP�0HDQV�7HVWHG�DQG�2WKHU�$VVLVWDQFH
2QH�SRWHQWLDO�VRXUFH�RI�LQFRPH�LV�PRQH\�WKDW�D�SDUHQW�UHFHLYHV�GXH�WR�KHU�RZQ�RU�KHU�FKLOG
V�QHHG��VWDWXV��RU�GLVDELOLW\��)RU�H[DPSOH��D�&3�PD\�ODFN�VXIILFLHQW�LQFRPH�WR�PHHW�KHU�FKLOG
V�QHHGV�DQG��WKXV��UHFHLYH�$)'&�EHQHILWV�LQ�RUGHU�WR�PHHW�WKH�QHHGV�RI�DQ\�FKLOGUHQ�LQ�KHU�FDUH��,Q�DQRWKHU�FDVH��DQ�REOLJRU�PD\�KDYH�EHHQ�VHYHUHO\�LQMXUHG�RQ�WKH�MRE�DQG��DV�D�UHVXOW��KH�QRZ�FROOHFWV�PRQWKO\�GLVDELOLW\�SD\PHQWV��6HYHUDO�6WDWH�UHYLHZ�FRPPLWWHHV�GHDOW�ZLWK�WKH�LVVXH�RI�PHDQV�WHVWHG�RU�RWKHU�DVVLVWDQFH��6RPH�6WDWHV�GHFLGHG�WR�LQFOXGH��DQG�RWKHUV�WR�H[FOXGH��VXFK�EHQHILWV�DV�LQFRPH�IRU�FKLOG�VXSSRUW�SXUSRVHV��
$UNDQVDV�DQG�'HODZDUH�UHYLHZHUV�UHFRPPHQGHG�WKH�LQFOXVLRQ�RQ�VXFK�EHQHILWV�DV�LQFRPH��,Q�$UNDQVDV��SULRU�WR�WKH������UHYLHZ��WKUHH�FDWHJRULHV�RI�EHQHILWV�ZHUH�FRQVLGHUHG�DV�LQFRPH�IRU�FKLOG�VXSSRUW��6RFLDO�6HFXULW\�GLVDELOLW\�DZDUGV�PDGH�WR�WKH�UHFLSLHQW
V�VSRXVH�DQG�RU�FKLOGUHQ��ZRUNHUV
�FRPSHQVDWLRQ�EHQHILWV��DQG�XQHPSOR\PHQW�FRPSHQVDWLRQ��>�,Q�UH�&KLOG�6XSSRUW�*XLGHOLQHV��SHWLWLRQ�WR�UHYLVH�JXLGHOLQHV���ILOHG�����������S����@�7KH�JXLGHOLQH�UHYLHZ�DGGHG�D EHQHILW�WR�WKLV�OLVW��YHWHUDQV
�GLVDELOLW\�SD\PHQWV��9$�>9HWHUDQV$GPLQLVWUDWLRQ@�EHQHILWV���&LWLQJ�%HOXH�Y��%HOXH��>����$UN��$SS����������6�:��G������������@�WKH�FRPPLWWHH�UHDVRQHG�WKDW��WKH�&RXUW�RI�$SSHDOV�IRXQG�WKDW�DOWKRXJK�9$�EHQHILWV�DUH�QRW�WD[DEOH�LQFRPH��ZKHQ�DSSURSULDWH��WKH\�VKRXOG�EH�XVHG�WR�GHWHUPLQH�VXSSRUW��7KH�&RPPLWWHH�VXEPLWV�WKDW�WKH�&RXUW�RI�$SSHDOV
�UHDVRQLQJ�LV�VRXQG��DQG�WKDW�SURYLVLRQ�VKRXOG�EH�DGRSWHG���>�,Q�UH�&KLOG�6XSSRUW�*XLGHOLQHV��VXSUD�DW�S����@�
7KH�UHSRUW�VXPPDUL]LQJ�'HODZDUH
V������UHYLHZ�UHIHUHQFHV�6RFLDO�6HFXULW\�EHQHILWV�RQO\��7KH�FRPPLWWHH�VWDWHG�ZLWKRXW�H[SODQDWLRQ�WKDW�DQ\�VXFK�EHQHILWV�SDLG�WR�D�FKLOG
V�FXVWRGLDQ��HLWKHU�GXH�WR�WKH�VWDWXV�RI�WKH�SDUHQW�RU�WKH�FKLOG��DUH�WR�EH�FRQVLGHUHG�LQFRPH�IRU�WKDW�UHFLSLHQW�SDUHQW��>�)DPLO\�&RXUW�-XGLFLDU\��7KH�'HODZDUH�&KLOG�6XSSRUW�)RUPXOD��(YDOXDWLRQ�DQG�8SGDWH��-DQXDU\������������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������'HODZDUH�5HSRUW���@�%\�����
V�UHYLHZ��KRZHYHU��WKH�FRXUW
V�FRPPLWWHH�EURDGHQHG�WKH�W\SHV�RI�EHQHILWV�WR�EH�LQFOXGHG�DV�LQFRPH��7KH�GHFLVLRQ�ZDV�WR�UHWDLQ�6RFLDO�6HFXULW\ GLVDELOLW\�EHQHILWV�DQG�WR�DGG��WKRVH�SHQVLRQ�GLVDELOLW\�EHQHILWV�LVVXHG�E\�SULYDWH�FRUSRUDWLRQV��SDLG�WR�D�FKLOG�UHQ��RQ�EHKDOI�RI�D�GLVDEOHG�SDUHQW���>DV�D�SDUW�RI@�WKH�GLVDEOHG�SDUHQW
V�LQFRPH�IRU�XVH�LQ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ����:KHQ�D�FKLOG�UHFHLYHV�WKHVH�EHQHILWV�RQ�KLV�KHU�RZQ�EHKDOI>�@�WKH�DPRXQW�ZRXOG�EH�DGGHG�WR�WKH�FXVWRGLDO�SDUHQW
V�LQFRPH���>�)DPLO\�&RXUW�-XGLFLDU\��7KH�'HODZDUH�&KLOG�6XSSRUW�)RUPXOD��(YDOXDWLRQ�DQG�8SGDWH��$XJXVW�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������'HODZDUH�5HSRUW���@�7KLV�YLHZ�FDQ�EH�FRQWUDVWHG�ZLWK�WKDW�H[SUHVVHG�E\�UHYLHZHUV�LQ�&RQQHFWLFXW��3HQQV\OYDQLD��DQG�7HQQHVVHH��ZKR�UHFRPPHQGHG�DJDLQVW�WKH�LQFOXVLRQ�RI�VXFK�EHQHILWV�DV�LQFRPH��
:LWKRXW�GHWDLOHG�H[SODQDWLRQ��WKH�&RQQHFWLFXW�WHDP�GLVFRQWLQXHG�FRQVLGHUDWLRQ�RI�66,�DV�D�SDUW�RI�WKH�JURVV�LQFRPH�FDOFXODWLRQ��7KH�VWDWHG�UDWLRQDOH�VLPSO\�ZDV�WKDW�66,�LV�D�PHDQV�WHVWHG�)HGHUDO�DVVLVWDQFH�JUDQW��>������&RQQHFWLFXW�5HSRUW��VXSUD���DW�S��YLLL�@�3HQQV\OYDQLD�PDWHULDOV��DOVR�ZLWKRXW�H[SODQDWLRQ��UHMHFWHG�WKH�FRQVLGHUDWLRQ�RI�FHUWDLQ�EHQHILW�LQFRPH��)ROORZLQJ�WKH�6WDWH
V�UHYLHZ�SURFHVV��$)'&�ZDV�IRUPDOO\�H[FOXGHG�DV�LQFRPH�WR�REOLJHHV��>�/HWWHU�IURP�-RKQ�)��6WXII��3HQQV\OYDQLD�%XUHDX�RI�&KLOG�6XSSRUW��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��0D\�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���3HQQV\OYDQLD�/HWWHU���@�)LQDOO\��7HQQHVVHH
V�LQFRPH�GHILQLWLRQ�ZDV�DPHQGHG�SXUVXDQW�WR�UHFRPPHQGDWLRQV�PDGH�LQ�D������UHYLHZ��7KH�FRQFHSW�RI��JURVV�LQFRPH��ZDV�WR�H[FOXGH��FKLOG�VXSSRUW�SD\PHQWV�PDGH�WR�HLWKHU�SDUHQW�IRU�DQ\�RWKHU�FKLOG�DQG�DOO�PHDQV�WHVWHG�SXEOLF�DVVLVWDQFH�SURJUDPV�RWKHUZLVH�H[FOXGHG�E\�)HGHUDO�ODZ�RU�UHJXODWLRQ��VXFK�DV�$)'&��)RRG�6WDPSV��DQG�66,��>�7HQQHVVHH�5XOHPDNLQJ�+HDULQJ�5XOHV��VXSUD���S����@�
$V�WKHVH�H[DPSOHV�GHPRQVWUDWH��6WDWHV�WKDW�UHYLHZHG�WKH�LQFOXVLRQ�RI�PHDQV�WHVWHG�EHQHILWV�DV�LQFRPH�JHQHUDOO\�UHFRUGHG�ZKDW�WKH�6WDWHV�GLG�EXW�QRW�UHDOO\�ZK\�VXFK�DFWLRQ�ZDV�WDNHQ��,W�PD\�EH�WKDW�6WDWHV�FKRVH�WR�LQFOXGH�VXFK�EHQHILWV�WR�VXSSRUW�WKH�EHOLHI�WKDW�DQ\�ILQDQFLDO�UHVRXUFH�RI�D�SDUHQW�VKRXOG�EH�PDGH�DYDLODEOH�IRU�WKH�SXUSRVHV�RI�FDOFXODWLQJ�KHU�VXSSRUW�REOLJDWLRQ�WR�WKH�FKLOG��2Q�WKH�RWKHU�KDQG��D�6WDWH�PD\�KDYH�RSWHG�WR�H[FOXGH�VXFK�EHQHILWV�EHFDXVH�WKH\�DUH�VFDOHG�RQO\�WR�PHHW�WKH�EDVLF�QHHGV�RI�WKH�UHFLSLHQW�DQG�RU�RI�
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�IRU�VXSSRUW�RI�FKLOGUHQ�LQ�WKH�REOLJRU
V�RZQ�KRXVHKROG��7R�EDVH�D�FKLOG�VXSSRUW�REOLJDWLRQ�RQ�FKLOG�VXSSRUW�LQFRPH�ZRXOG�WDNH�DZD\�IURP�WKH�QHHGV�RI�RQH�FKLOG�WR�PHHW�WKH�REOLJDWLRQ�WR�DQRWKHU��7KLV�LV�DQ�XQGHVLUDEOH�RXWFRPH����,OOLQRLV�5HSRUW��VXSUD��DW�S����@�
,QFRPH�)URP�6HOI�(PSOR\PHQW
$QRWKHU�LPSRUWDQW�DUHD�IRU�LQFRPH�GHWHUPLQDWLRQ�LV�WKH�WUHDWPHQW�RI�VHOI�HPSOR\HG�SDUHQWV��7KHUH�DUH�WZR�EDVLF�TXHVWLRQV�WR�EH�DQVZHUHG�LQ�WKLV�UHJDUG��ZKHWKHU�WKH�PRQLHV�PDGH�E\�VHOI�HPSOR\HG�SDUHQWV�ZLOO�EH�FRQVLGHUHG�IRU�WKH�SXUSRVH�RI�FDOFXODWLQJ�FKLOG�VXSSRUW�DQG��LI�VR��KRZ�DQ�DSSURSULDWH�ILJXUH�LV�WR�EH�UHDFKHG��6WDWH�JXLGHOLQH�UHYLHZ�PDWHULDOV�WRXFK�RQ�ERWK�LVVXHV��
$OWKRXJK�D�QXPEHU�RI�6WDWHV�DSSHDU�WR�KDYH�FRQVLGHUHG�WKH�ILUVW�TXHVWLRQ��WKH�PDWHULDOV�RI�RQO\�RQH�6WDWH�VHHP�WR�SURYLGH�DQ�DFWXDO�UHVSRQVH��1HZ�0H[LFR
V�UHYLHZHUV�VWDWHG�VSHFLILFDOO\�WKDW��LQFRPH�DQG�H[SHQVHV�IURP�EXVLQHVVHV�VKRXOG�EH�FDUHIXOO\�UHYLHZHG�WR�GHWHUPLQH�DQ�DSSURSULDWH�OHYHO�RI�JURVV�LQFRPH�DYDLODEOH�WR�WKH�SDUHQW�WR�VDWLVI\�D�FKLOG�VXSSRUW�REOLJDWLRQ���>������&KLOG�6XSSRUW�&RPPLVVLRQ��)LQDO�5HSRUW��2FWREHU��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HZ�0H[LFR�5HSRUW����7KH�FRPPLVVLRQ�IXUWKHU�QRWHG�WKDW�WKH�IRUP�RI�WKH�EXVLQHVV��H�J���VROH�SURSULHWRUVKLS��JHQHUDO�SDUWQHUVKLS��OLPLWHG�SDUWQHUVKLS��OLPLWHG�OLDELOLW\�FRPSDQ\��6�FRUSRUDWLRQ��DQG�&�FRUSRUDWLRQ��VKRXOG�KDYH�QR�EHDULQJ�RQ�WKH�OHYHO�RI�WKH�SDUHQW
V�LQFRPH�IRU�FKLOG�VXSSRUW�SXUSRVHV�@�7KH�TXHVWLRQ�RQ�ZKLFK�WKH�6WDWH�UHYLHZ�PDWHULDO�SULPDULO\�IRFXVHG�FRQFHUQV�KRZ�WR�DUULYH�DW�D�PHDVXUDEOH�DQG�DFFXUDWH�LQFRPH�DPRXQW�LQ�VXFK�FDVHV��7KH�$ODVND�UHYLHZ�FRPPLWWHH�SURYLGHG�RQH�DOWHUQDWLYH��DPHQGLQJ�WKH�JXLGHOLQH�FRPPHQWDU\�WR�LQFOXGH�QRW�RQO\�D�OLVWLQJ�RI�WKH�W\SHV�RI�SURFHHGV�WR�EH�LQFOXGHG�DV��VHOI�HPSOR\PHQW�LQFRPH��EXW�DOVR�D�SURFHVV�IRU�GHWHUPLQLQJ�WKH�H[WHQW�WR�ZKLFK�WKDW�LQFRPH�ZRXOG�EH�FRQVLGHUHG�IRU�FKLOG�VXSSRUW�SXUSRVHV��7KH�SURSRVHG�ODQJXDJH��ZKLFK�ZDV�DSSURYHG�E\�WKH�6WDWH�6XSUHPH�&RXUW��SURYLGHG�WKH�IROORZLQJ��
,QFRPH�IURP�VHOI�HPSOR\PHQW��UHQW��UR\DOWLHV��RU�MRLQW�RZQHUVKLS�RI�D�SDUWQHUVKLS�RU�FORVHO\�KHOG�FRUSRUDWLRQ�LQFOXGHV�WKH�JURVV�UHFHLSWV�PLQXV�WKH�RUGLQDU\�DQG�QHFHVVDU\�H[SHQVHV�UHTXLUHG�WR�SURGXFH�WKH�LQFRPH��2UGLQDU\�DQG�QHFHVVDU\�H[SHQVHV�GR�QRW�LQFOXGH�DPRXQWV�DOORZDEOH�E\�WKH�,56�>,QWHUQDO�5HYHQXH�6HUYLFH@�IRU�WKH�DFFHOHUDWHG�FRPSRQHQW�RI�GHSUHFLDWLRQ�H[SHQVHV��>GHSUHFLDWLRQ�RI�UHDO�HVWDWH�@�LQYHVWPHQW�WD[�FUHGLWV��RU�DQ\�RWKHU�EXVLQHVV�H[SHQVHV�GHWHUPLQHG�E\�WKH�FRXUW�WR�EH�DSSURSULDWH��([SHQVH�UHLPEXUVHPHQWV�DQG�LQ�NLQG�SD\PHQWV�VXFK�DV�XVH�RI�D�FRPSDQ\�FDU��IUHH�KRXVLQJ�RU�UHLPEXUVHG�PHDOV�VKRXOG�EH�LQFOXGHG�DV�LQFRPH�LI�WKH�DPRXQW�LV�VLJQLILFDQW�DQG�UHGXFHV�OLYLQJ�H[SHQVHV��>�0HPRUDQGXP�IURP�$ODVND�*XLGHOLQHV�5HYLHZ�&RPPLWWHH�WR�WKH�$ODVND�6XSUHPH�&RXUW�UHJDUGLQJ�5HFRPPHQGDWLRQV�IRU�$PHQGLQJ�$ODVND
V�&KLOG�6XSSRUW�*XLGHOLQHV��&LYLO�5XOH�������0DUFK������������S������KHUHDIWHU�UHIHUUHG�WR�DV�WKH���$ODVND�0HPR�² ����������@�,GDKR�UHYLHZHUV�H[DPLQHG��EXW�GHFLGHG�QRW�WR�DFW�RQ��D�FRQFHUQ�UHJDUGLQJ�WKH�LQFOXVLRQ�RI�UHQWV�DQG�EXVLQHVV�SURFHHGV�DV�LQFRPH�IRU�SDUHQWV�ZKR�ZRUN�WRJHWKHU�LQ�D�EXVLQHVV��%HOLHYLQJ�WKDW�JXLGHOLQHV�DOUHDG\�DGHTXDWHO\�FRYHUHG�WKH�PDWWHU��WKH�FRPPLWWHH�QRWHG�WKDW�VDODU\�GUDZQ�IURP�WKH�EXVLQHVV�E\�HLWKHU�VSRXVH�LV�LQFRPH�IRU�FKLOG�VXSSRUW�FDOFXODWLRQ�SXUSRVHV��%H\RQG�WKDW��RQH�KDOI�RI�WKH�EXVLQHVV�LQFRPH�DOVR�ZRXOG�EH�DWWULEXWDEOH�WR�WKH�REOLJRU�LQ�WKH�FRPSXWDWLRQ�RI�FKLOG�VXSSRUW�LQFRPH��>�0LQXWHV�RI�$QQXDO�0HHWLQJ��&KLOG�6XSSRUW�*XLGHOLQHV�&RPPLWWHH��'HFHPEHU�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���,GDKR�0LQXWHV���@�7KH�FULWHULRQ�RI�JURVV�UHFHLSWV�OHVV�RUGLQDU\�DQG�QHFHVVDU\�EXVLQHVV�H[SHQVHV�DSSHDUHG�WKURXJKRXW�WKH�GLVFXVVLRQV�RI�VHOI�HPSOR\PHQW�LQFRPH��)RU�H[DPSOH��,OOLQRLV�UHYLHZHUV�UHDFKHG�D�FRQFOXVLRQ�VLPLODU�WR�$ODVND
V�EXW�PDGH�VRPH�LQWHUHVWLQJ�GLVWLQFWLRQV��)LUVW��WKH\�HPSKDVL]HG�WKDW�DOWKRXJK�WKH�,56
�SHUPLVVLEOH�EXVLQHVV�GHGXFWLRQV�FRXOG�VHUYH�DV�D�JXLGH��WKH�LQGLYLGXDO�GHFLVLRQPDNHU�PD\�ILQG�WKHVH�GHGXFWLRQV�LQDSSURSULDWH�LQ�WKH�FRQWH[W�RI�FKLOG�VXSSRUW��>�,OOLQRLV�5HSRUW��VXSUD����DW�S����@�6HFRQG��WKH�FRPPLWWHH�VSHFLILHG�WKDW�VHOI�HPSOR\PHQW�LQFRPH�VKRXOG�H[FOXGH�H[WUDRUGLQDU\�SHUNV��HYHQ�WKRXJK�WKH�,56�RIWHQ�ZRXOG�SHUPLW�WKHP��8QIRUWXQDWHO\��WKH\�GLG�QRW�JLYH�D�UDWLRQDOH�IRU�WKLV�SURKLELWLRQ��>�,G��DW�S����@�1HZ�0H[LFR�DOVR�GLVWLQJXLVKHG�RUGLQDU\�DQG�QHFHVVDU\�H[SHQVHV�IRU�LQFRPH�WD[�DQG�FKLOG�VXSSRUW�SXUSRVHV��:KHQ�FKLOG�VXSSRUW�LV�DW�LVVXH��WKH�WHUP�ZRXOG�QRW�LQFOXGH�DPRXQWV�FODLPHG�IRU�SHQVLRQ�FRQWULEXWLRQV��SURILW�VKDULQJ��RU�RWKHU�UHWLUHPHQW�SODQV��>�7R�WUHDW�WKH�SDUHQWV�HTXLWDEO\��KRZHYHU��LI�WKH�RWKHU�SDUHQW
V�HPSOR\HU�IXQGV�D�UHWLUHPHQW�EHQHILW��WKH�VHOI� HPSOR\HG�SDUHQW�PD\�GHGXFW�DFWXDO�UHWLUHPHQW�FRQWULEXWLRQV�XS�WR����SHUFHQW�RI�KLV�JURVV�LQFRPH��1HZ�0H[LFR�5HSRUW��VXSUD��DW�S����@�2KLR�UHYLHZHUV�DOVR�UHFRPPHQGHG�WKH�OLPLWHG�UHGXFWLRQ�RI�D�VHOI�HPSOR\HG�SDUHQW
V�JURVV�LQFRPH�WR�DFFRXQW�IRU�UHWLUHPHQW�FRQWULEXWLRQV��7KH�6WDWH�OHJLVODWXUH�DSSURYHG�WKLV�SURYLVLRQ��ZKLFK�ZRXOG�SHUPLW�WKH�VHOI�HPSOR\HG�SDUW\�WR�UHGXFH�JURVV�LQFRPH�E\�����SHUFHQW�RU�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WD[�UDWH�SDLG�E\�WKH�LQGLYLGXDO�DQG�WKH�FXUUHQW�),&$��)HGHUDO�,QVXUDQFH�&RQWULEXWLRQV�$FW��UDWH��>�2KLR�5HSRUW��VXSUD���DW�S�����@�$OVR�RPLWWHG�IURP�EXVLQHVV�H[SHQVHV�ZRXOG�EH��DPRXQWV�DOORFDWHG�WR�LPPHGLDWH�IDPLO\�PHPEHUV�LI�WKH�SDUHQW�KDV�D�FRQWUROOLQJ�LQWHUHVW�LQ�WKH�EXVLQHVV��DQG�H[SHQVHV�ZKLFK�VLJQLILFDQWO\�UHGXFH�SHUVRQDO�OLYLQJ�H[SHQVHV��>�,G��@�
$�VPDOO�QXPEHU�RI�6WDWHV�DOVR�FRQVLGHUHG�WKH�SURSULHW\�RI�PDNLQJ�SURSHUW\�GHSUHFLDWLRQ�DQ�RUGLQDU\�DQG�QHFHVVDU\�H[SHQVH�DQG�KHQFH�D�GHGXFWLRQ�IURP�VHOI�HPSOR\PHQW�LQFRPH��2KLR
V�OHJLVODWXUH�IROORZHG�WKH�FRPPLWWHH
V�UHFRPPHQGDWLRQ�WR�LQFOXGH�RQO\�WKH��GHSUHFLDWLRQ�RI�UHSODFHPHQW�EXVLQHVV�HTXLSPHQW�DV�VKRZQ�RQ�WKH�ERRNV�RI�WKH�EXVLQHVV� DV�VXFK�DQ�H[SHQVH��8QGHU�WKH�SULRU�YHUVLRQ�RI�WKH�JXLGHOLQH��LW�DSSHDUV�WKDW�DOO�GHSUHFLDWLRQ�GHGXFWLRQV�ZHUH�SURKLELWHG�EHFDXVH�WKH\�ZRXOG�KDYH�UHVXOWHG�LQ�DQ�XQIDLU�SRUWUD\DO�RI�JURVV�LQFRPH�IRU�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ��$�FKDQJH�LQ�)HGHUDO�WD[�ODZV�DOORZHG�VXFK�GHSUHFLDWLRQ�WR�EH�FDOFXODWHG�LQ�D�PDQQHU�WKDW�ZRXOG�EH�OHVV�RSHQ�WR�XQIDLU�PDQLSXODWLRQ��)XUWKHUPRUH��VLQFH�WKH�SXUFKDVH�RI�HTXLSPHQW�RIWHQ�LV�FULWLFDO�IRU�D�EXVLQHVV
�FRQWLQXHG�DELOLW\�WR�JHQHUDWH�LQFRPH��GHSUHFLDWLRQ�RI�VXFK�HTXLSPHQW�LV DSSURSULDWH�IRU�GHWHUPLQLQJ�LQFRPH�GHULYHG�IURP�WKDW�EXVLQHVV�WR�HVWDEOLVK�FKLOG�VXSSRUW��>�,G��DW�S�����@�+RZHYHU��UHYLHZHUV�RSWHG�DJDLQVW�D�GHGXFWLRQ�IRU�UHDO�HVWDWH�GHSUHFLDWLRQ��
$FFRUGLQJ�WR�1HZ�0H[LFR
V�UHYLHZHUV��GHSUHFLDWLRQ�H[SHQVHV�DOZD\V�VKRXOG�EH�FDUHIXOO\�H[DPLQHG�LQ�FKLOG�VXSSRUW�FDVHV��HYHQ�WKRXJK�WKH\�XOWLPDWHO\�UHFRPPHQGHG�IROORZLQJ�WD[�GHSUHFLDWLRQ�VWDQGDUGV��1RWZLWKVWDQGLQJ�WKLV�JHQHUDO�UXOH��WKH�FRPPLWWHH�UHFRJQL]HG�WKDW�WKHUH�DUH�FHUWDLQ�VLWXDWLRQV�LQ�ZKLFK�WKH�WZR�VHWV�RI�UXOHV�FRQIOLFW��1HZ�0H[LFR
V�UHYLHZHUV�SURKLELWHG�D�GHGXFWLRQ�IRU�GHSUHFLDWLRQ�WDNHQ�RQ�UHDO�HVWDWH��,Q�DGGLWLRQ��WKH\�IHOW�WKDW�ILUVW�\HDU�ERQXV�GHSUHFLDWLRQ�VKRXOG�EH�VFUXWLQL]HG�IRU�UHDVRQDEOHQHVV��>�1HZ�0H[LFR�5HSRUW��VXSUD���DW�S�����5HYLHZHUV�VWLSXODWHG�WKDW�LI ILUVW�\HDU�ERQXV�DPRXQWV�ZHUH�GLVDOORZHG��WKHVH�DPRXQWV�VKRXOG�EH�FRQVLGHUHG�LQ�IXWXUH�\HDUV�XQGHU�WKH�VSHFLILF�GHSUHFLDWLRQ�PHWKRG�DYDLODEOH�WR�WKH�WD[SD\HU�@�
,QFRPH�)URP�6HFRQG�-REV��2YHUWLPH��DQG�RU�%RQXVHV
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,Q�GHWHUPLQLQJ�WKH�DPRXQW�RI�LQFRPH�DYDLODEOH�IRU�FKLOG�VXSSRUW�SXUSRVHV��RIWHQ�LW�LV�QHFHVVDU\�WR�FRQVLGHU�FRPSHQVDWLRQ�GHULYHG�IURP�RYHUWLPH��VHFRQG�MREV��DQG�RU�ERQXVHV��6HYHUDO�6WDWHV�DGGUHVVHG�WKHVH�LVVXHV�DV�D�SDUW�RI�WKHLU�UHYLHZV��$�VXPPDU\�RI�6WDWH�GHEDWH�DSSHDUV�LQ�WKLV�VHFWLRQ�DV�ZHOO�DV�LQ�WKH�GLVFXVVLRQ�RI�PXOWLSOH�IDPLO\�VLWXDWLRQV��>�6HH�SS�����± ����LQIUD��@�
0RQH\�GHULYHG�IURP�RYHUWLPH�ZDV�WUHDWHG�GLIIHUHQWO\�E\�WKH�6WDWHV��DOWKRXJK�LW�VHHPV�WKDW��LQ�VRPH�ZD\��HDFK�RI�WKH�MXULVGLFWLRQV�WKDW�H[DPLQHG�WKLV�LVVXH�LQFOXGHG�WKHVH�UHVRXUFHV�DV�LQFRPH��3XEOLF�FRQFHUQ�DERXW�WKH�JXLGHOLQH
V�IDLOXUH�WR�GHILQH�RYHUWLPH�SURPSWHG�UHYLHZ�RI�WKLV�LVVXH�LQ�&RORUDGR��%\�)HGHUDO�UHJXODWLRQ��FKLOG�VXSSRUW�GHFLVLRQPDNHUV�PXVW�FRQVLGHU�DOO�RI�DQ�REOLJRU
V�HDUQLQJV�DQG�LQFRPH��DFFRUGLQJO\��WKH�FRPPLVVLRQ�UHFRPPHQGHG�WKH�LQFOXVLRQ�RI�DOO�UHTXLUHG�RYHUWLPH�LQ�WKH�JURVV�LQFRPH�ILJXUH��+RZHYHU��WR�VXVWDLQ�VRPH�OHYHO�RI�MXGLFLDO�GLVFUHWLRQ��WKH�FRPPLWWHH�UHFRPPHQGHG�WKDW�YROXQWDU\�RYHUWLPH�DQG�RU�VHFRQGDU\�HPSOR\PHQW�ZRXOG�FRQVWLWXWH�UHDVRQ�WR�GHYLDWH�IURP�WKH�JXLGHOLQH��>������&RORUDGR�5HSRUW��VXSUD���DW�SS�����± ���@�
1HYDGD�UHYLHZHUV�DGGUHVVHG�WKH�LVVXH�RI�RYHUWLPH�EHFDXVH�RI�DQ�DGPLQLVWUDWLYH�GHWHUPLQDWLRQ�WKDW�KDG�SURYRNHG�D�QXPEHU�RI�FRPSODLQWV�LQ�WKH�6WDWH��,W�DSSHDUV��SULRU�WR�WKH������UHYLHZ��WKDW�WKHUH�KDG�EHHQ�QR�GHILQLWLYH�GHFLVLRQ�DERXW�WKH�LQFOXVLRQ�RI�RYHUWLPH�LQ�WKH�FDOFXODWLRQ�RI�D�SDUHQW
V�LQFRPH��$Q�DGPLQLVWUDWLYH�GHFLVLRQ�UHQGHUHG�VKRUWO\�EHIRUH�WKH�UHYLHZ�KHOG�WKDW�RYHUWLPH�FRPSHQVDWLRQ�VKRXOG�EH�UHJDUGHG�DV�LQFRPH�ZKHUH�LW�LV�VXEVWDQWLDO DQG�FDQ�EH�DFFXUDWHO\�GHWHUPLQHG��7KH�JXLGHOLQH�FRPPLWWHH�DJUHHG�ZLWK�WKLV�VHQWLPHQW���,QFRPH�LV�LQFRPH���WKHUHIRUH��LWV�VRXUFH�ZDV�LQVLJQLILFDQW��)XUWKHU��WKH�FRPPLWWHH�UHDVRQHG�WKDW��LQ�DQ�LQFRPH�VKDULQJ�PRGHO��DOO�LQFRPH�LV�SUHVXPHG�WR�EH�LQFOXGHG�LQ�D FKLOG�VXSSRUW�GHWHUPLQDWLRQ��7KH�FRPPLWWHH�FRQVLGHUHG�OHJLVODWLRQ�XQQHFHVVDU\�WR�FRQYH\�WKHLU�RSLQLRQ��ILQGLQJ�WKDW�WKH�DGPLQLVWUDWLYH�UXOLQJ�RIIHUHG��VXIILFLHQW�SURWHFWLRQ�DJDLQVW�LQMXVWLFH���>�1HYDGD�5HSRUW��VXSUD��DW�S�����@�
3URWHFWLRQ�DJDLQVW�LQMXVWLFH�DOVR�SURYLGHG�WKH�EDVLV�IRU�WKH�YHWR�RI�D�SURSRVHG�LQFRPH�GHILQLWLRQ�SURYLVLRQ�LQ�:DVKLQJWRQ�6WDWH��
([SODLQLQJ�WKH�YHWR��WKH�*RYHUQRU�FRQFOXGHG�WKDW�WKH�SURSRVHG�GHILQLWLRQ�ZRXOG�KDYH�RPLWWHG�WKH�FRQVLGHUDWLRQ�RI�DOO�RYHUWLPH��VHFRQG�MREV��DQG�ERQXVHV�IRU�FKLOG�VXSSRUW�SXUSRVHV��$Q�LQFRPH�GHILQLWLRQ��ZLWKRXW�WKHVH�DQG�RWKHU�UHVRXUFHV��ZRXOG�ORZHU�PRVW�VXSSRUW�DZDUGV�LQ�WKH�6WDWH��7KH�*RYHUQRU�IHOW�WKDW�WKLV�ZRXOG�DUELWUDULO\�SUHYHQW�FKLOGUHQ�IURP�DFFHVVLQJ�UHVRXUFHV�WKDW�ULJKWIXOO\�DUH�DYDLODEOH�WR�WKHLU�SDUHQWV��>�:DVKLQJWRQ�9HWR�0HVVDJH��VXSUD��DW�S�����@�
1HZ�0H[LFR
V�UHYLHZ�FRPPLWWHH�H[WHQVLYHO\�DGGUHVVHG�WKH�ZD\V�WKDW�UHVRXUFHV�IURP�RYHUWLPH��ERQXVHV��DQG�VHFRQG�MREV�DUH�WR�EH�WUHDWHG��>�7KH�PDWHULDOV�GHWDLOHG�WKH�KDQGOLQJ�RI�WKHVH�PDWWHUV�EXW�IDLOHG�WR�DGGUHVV�WKH�UDWLRQDOH�EHKLQG�WKH�SURFHVV�FKRLFHV�@�)RU�H[DPSOH��RYHUWLPH�LV�GLYLGHG�LQWR�IRXU�FDWHJRULHV��UHTXLUHG��YROXQWDU\��SUHVHSDUDWLRQ�DQG�SRVWVHSDUDWLRQ��DQG�LUUHJXODU��2YHUWLPH��ZKLFK�LV�IUHTXHQW�DQG�ZKLFK�WKH�HPSOR\HU�KLVWRULFDOO\�KDV�UHTXLUHG��LV�WR�EH�LQFOXGHG�DV�JURVV�LQFRPH�DQG�DYHUDJHG�RYHU�D�SHULRG�RI���WR����PRQWKV��,I�WKH�RYHUWLPH�LV�YROXQWDU\��EXW�WKH�SDUHQW�W\SLFDOO\�XQGHUWDNHV�WKLV�ZRUN��LW�DOVR�VKRXOG�EH�LQFOXGHG�DV�JURVV�LQFRPH�DQG�DYHUDJHG�RYHU�D�SHULRG�RI���WR����PRQWKV��$OWHUQDWLYHO\��LUUHJXODU�RYHUWLPH��HYHQ�LI�LW�SURGXFHV�VLJQLILFDQW�FRPSHQVDWLRQ��VKRXOG�EH�H[FOXGHG�IURP�WKH�FDOFXODWLRQ�RI�LQFRPH��KRZHYHU��LI�WKH�REOLJRU�LV�WKH�SDUHQW�DW�LVVXH��WKDW�SHUVRQ�VKRXOG�EH�UHTXLUHG�WR�PDNH�DQ�DGGLWLRQDO�OXPS�VXP�FKLOG�VXSSRUW�SD\PHQW�LQ�WKH�PRQWK�IROORZLQJ�WKH�UHFHLSW�RI�WKH�RYHUWLPH�LQFRPH��>�1HZ�0H[LFR�5HSRUW��VXSUD���DW�SS����± ���7KH�OXPS�VXP�SD\PHQW�ZRXOG�EH����SHUFHQW�RI�WKH�JURVV�RYHUWLPH�DPRXQW�IRU�RQH�FKLOG�����SHUFHQW�IRU�WZR�FKLOGUHQ�����SHUFHQW�IRU�WKUHH�FKLOGUHQ�����SHUFHQW�IRU�IRXU�FKLOGUHQ�����SHUFHQW�IRU�ILYH�FKLOGUHQ��DQG����SHUFHQW�IRU�VL[�RU�PRUH�FKLOGUHQ�@�&RPPLVVLRQ�PHPEHUV�DOVR�GHFLGHG�WKDW�ERQXVHV�ZHUH�WR�EH�JHQHUDOO\�LQFOXGHG�LQ�WKH�SDUHQW
V�JURVV�LQFRPH��7KH�VDPH�FRQVLGHUDWLRQV�HVWDEOLVKHG�IRU�RYHUWLPH�SD\PHQWV�ZHUH�WR�EH�DSSOLHG�IRU�ERQXV�LQFRPH��>�,G��DW�S����@�
7KH�WUHDWPHQW�RI�PRQH\�GHULYHG�IURP�DQ�DGGLWLRQDO�MRE�GHSHQGHG�RQ�WKH�SDUWLFXODU�FLUFXPVWDQFHV��$FFRUGLQJ�WR�WKH�FRPPLVVLRQ��WKH�PRQH\�PDGH�DW�DQ�DGGLWLRQDO�MRE��ZKLFK�WKH�SDUHQW�KDG�SULRU�WR�WKH�GHWHUPLQDWLRQ�RI�VXSSRUW��FRXOG�EH�FRQVLGHUHG�LQFRPH�LQ�WKH�VDPH�ZD\�DV�RYHUWLPH��,I�WKH�&3�VHFXUHG�DQ�DGGLWLRQDO�MRE�DIWHU�WKH�GHWHUPLQDWLRQ�RI�VXSSRUW�IRU�RQH�RI�VHYHUDO�UHDVRQV��H�J���VSHFLILFDOO\�WR�REWDLQ�PRUH�LQFRPH�IRU�WKH�VXSSRUW�RI�WKH�FKLOGUHQ�DW�LVVXH��WR�KHOS�VXSSRUW�D�VXEVHTXHQW�IDPLO\��RU�WR�UHGXFH�VLJQLILFDQW�GHEW�DVVRFLDWHG�ZLWK�WKH�WHUPLQDWLRQ�RI�WKH�UHODWLRQVKLS�ZLWK�WKH�REOLJHH���WKH�SURFHHGV�IURP�WKDW�MRE�ZRXOG�RUGLQDULO\�QRW�EHFRPH�LQFRPH�IRU�WKH�SXUSRVH�RI�FDOFXODWLQJ�FKLOG�VXSSRUW��>�,G��DW�S����@�
0LOLWDU\�%HQHILWV
6WDWHV�UHSRUW�WKDW�LW�LV�RIWHQ�GLIILFXOW�WR�DFFXUDWHO\�GHWHUPLQH�WKH�LQFRPH�RI�D�SDUHQW�ZKR�LV�LQ�WKH�PLOLWDU\��)RU�PLOLWDU\�SHUVRQQHO��VDODU\�LV�RQH�SDUW�RI�D�PXOWLIDFHWHG�EHQHILW�SDFNDJH�WKDW�FRQVWLWXWHV�LQFRPH��$�VPDOO QXPEHU�RI�6WDWH�UHYLHZV�DQDO\]HG�WKH�ZD\�WKDW�JXLGHOLQHV�FRPSXWH�LQFRPH�IRU�PLOLWDU\�SHUVRQQHO��$UNDQVDV�DQG�2KLR�DUH�WZR�H[DPSOHV��,Q�DQ�HIIRUW�WR�EHWWHU�H[SODLQ�WKH�LQFRPH�SDFNDJHV�RI�PLOLWDU\�SHUVRQQHO��$UNDQVDV�UHYLHZHUV�UHFRPPHQGHG�WKH�H[SDQVLRQ�RI�WKH�FXUUHQW�JXLGHOLQH�ODQJXDJH��7KHUHIRUH��LQVWHDG�RI�VLPSO\�GLUHFWLQJ�FKLOG�VXSSRUW�GHFLVLRQPDNHUV�WR��VHH�WKH�ODWHVW�PLOLWDU\�SD\�DOORFDWLRQ�FKDUW�DQG�RWKHU�EHQHILWV��DQG�WKHQ�DGG�%DVLF�$OORZDQFH�IRU�4XDUWHUV��%$4���WKH�VWDWXWH�ZDV�UHILQHG��>�,Q�UH�*XLGHOLQHV�IRU�&KLOG�6XSSRUW��VXSUD���DW�([KLELW�$��S����@�:KLOH�WKH�IRUPXOD�VWLOO�IRFXVHV�RQ�VDODU\�DQG�RU�%$4��LW�UHTXLUHV�XVH�RI�WKH�%$4�UDWH�IRU�ZKLFK�WKH�SHUVRQ�LV�DFWXDOO\�HOLJLEOH��UDWKHU�WKDQ�WKH�RQH�IRU�ZKLFK�WKH�SDUHQW�KDV�RSWHG��,Q�DGGLWLRQ��XQGHU�WKH SURSRVHG�JXLGHOLQH��WKH�PLOLWDU\
V�YDULDEOH�DOORZDQFH�RQO\�ZRXOG�EH�FRQVLGHUHG�RQ�D�FDVH�E\�FDVH�EDVLV��7KHUH�ZDV�FRQFHUQ�WKDW�DSSOLFDWLRQ�RI�WKLV�UHVRXUFH�WR�DOO�FDVHV�PLJKW�EH�LQDSSURSULDWH�EHFDXVH�LW�JHQHUDOO\�LV�DZDUGHG�WR�RIIVHW�H[WUDRUGLQDU\�OLYLQJ�H[SHQVHV��>�,G��@�7KH�6WDWH�JXLGHOLQH�DXWKRULW\�IRXQG�WKH�FKDQJHV�WR�EH�DSSURSULDWH�DQG�HQDFWHG�WKH�UHFRPPHQGDWLRQV��
2KLR
V�JXLGHOLQH�DXWKRULW\�DSSURYHG�WKH�VXJJHVWLRQ�RI�WKH�6WDWH
V�UHYLHZHUV�UHJDUGLQJ�WKH�PLOLWDU\�SD\�DVSHFWV�RI�WKH�JURVV�LQFRPH�GHILQLWLRQ��7KH�WHUP�ZDV�DPHQGHG�WR�HQFRPSDVV�QRW�RQO\�EDVH�SD\��EXW�DOVR�%$4��%DVLF�$OORZDQFHV�IRU�6XEVLVWHQFH��6XSSOHPHQWDO�6XEVLVWHQFH�$OORZDQFHV��FRVW�RI�OLYLQJ�DGMXVWPHQWV��VSHFLDOW\�SD\��9DULDEOH�+RXVLQJ�$OORZDQFHV��DQG�1DWLRQDO�*XDUG�DQG�5HVHUYH�GULOO�SD\��>�2KLR�5HSRUW��VXSUD���DW�SS�����± ���@�
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,PSXWHG�RU�$WWULEXWHG�,QFRPH
$�QXPEHU�RI�6WDWH�UHYLHZV�DGGUHVVHG�WKH�GHWHUPLQDWLRQ�RI�LQFRPH�IRU�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQWV��7\SLFDOO\��6WDWHV�KDYH�FKRVHQ�WR�LPSXWH�RU�DWWULEXWH�LQFRPH�WR�WKHVH�SDUHQWV��'HODZDUH
V�UHYLHZHUV�IRXQG�WKH�IROORZLQJ��
8QGHUO\LQJ�WKH�'HODZDUH�&KLOG�6XSSRUW�)RUPXOD�LV�WKH�FRQFHSW�WKDW�ERWK�SDUHQWV�DUH�UHVSRQVLEOH�IRU�WKH�VXSSRUW�RI�WKHLU�FKLOGUHQ��2QH�RI�WKH�OLQFKSLQV�RI�WKH�IRUPXOD�ZKLFK�KDV�HQKDQFHG�WKH�SHUFHSWLRQ�RI�LWV�IXQGDPHQWDO�IDLUQHVV�DQG�ZKLFK��FRLQFLGHQWDOO\��KDV�EHHQ�DGRSWHG�E\�6WDWHV�DV�SDUW�RI�RWKHU�IRUPXODV��LV�WKH�WHQHW�WKDW�DQ�LQGLYLGXDO�FDQQRW�E\�YROXQWDU\�XQHPSOR\PHQW�VKLIW�WKH�EXUGHQ�RI�VXSSRUW�WR�WKH�RWKHU�SDUHQW��>������'HODZDUH�5HSRUW��VXSUD���DW�S�����VHH�DOVR�,OOLQRLV�5HSRUW��VXSUD��DW�S����@�
&RORUDGR�SUHVHQWV�WKH�LVVXH�GLIIHUHQWO\��
7KH�PRVW�FUXFLDO�VWHS�LQ�WKH�FDOFXODWLRQ�RI�FKLOG�VXSSRUW�LV�WKH�GHWHUPLQDWLRQ�RI�LQFRPH��7KH�JRDOV�RI�WKH�JXLGHOLQHV�ZRXOG�EH�IUXVWUDWHG�LI�D�SDUHQW�FRXOG�HYDGH�WKH�VXSSRUW�REOLJDWLRQ�E\�EHLQJ�YROXQWDULO\�XQHPSOR\HG�RU�XQGHUHPSOR\HG��7KH�VWDWXWH�GHDOV�ZLWK�WKLV�SUREOHP�E\�SURYLGLQJ�IRU�LPSXWDWLRQ�RI�LQFRPH�WR�D�SDUHQW�ZKR�LV�YROXQWDULO\�XQHPSOR\HG�RU�XQGHUHPSOR\HG�EDVHG�RQ�WKHLU�SRWHQWLDO�LQFRPH��>������&RORUDGR�5HSRUW��S�����@�
6WDWH�UHYLHZ�RI�LPSXWHG�LQFRPH�VHHPV�WR�KDYH�FRYHUHG�WKUHH�EDVLF�DUHDV��7KH�ILUVW�LQYROYHV�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�LQFRPH�VKRXOG�EH�DWWULEXWHG�WR�D�SDUHQW��7KH�VHFRQG�LV�WKH�OHYHO�DW�ZKLFK�LPSXWHG�LQFRPH�VKRXOG�EH�VHW��7KLUG�DUH�H[FHSWLRQV�WKDW�ZRXOG�SHUPLW�D�SDUHQW�WR�DYRLG�WKH�LPSXWDWLRQ�RI�LQFRPH��
:KHQ�6KRXOG�,QFRPH�%H�,PSXWHG"
0RVW�6WDWH�JXLGHOLQHV�DWWULEXWHG�VRPH�OHYHO�RI�LQFRPH�WR�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQWV��7KH�UHDO�LVVXH��WKHQ��LV�ZKDW�WKH�WHUPV�XQHPSOR\HG�DQG�XQGHUHPSOR\HG�PHDQ�IRU�FKLOG�VXSSRUW�SXUSRVHV��5HYLHZHUV�LQ�,OOLQRLV�GHILQHG�XQGHUHPSOR\PHQW�DV�DQ\�MRE�FKDQJH�WKDW�VXEVWDQWLDOO\�UHGXFHV�LQFRPH��>�7KHVH�UHYLHZHUV�UHMHFWHG�WKHLU�H[SHUW
V�PRUH�KDUG�OLQH�DSSURDFK�WR�WKH�XQGHUHPSOR\PHQW�FRQFHSW��ILQGLQJ�LW�IDU�WRR�LQWUXVLYH�LQWR�WKH�OLYHV�RI�GLYRUFHG�SDUHQWV��,QVWHDG�RI�DSSURYLQJ�DQ�DWWULEXWLRQ�RI�LQFRPH�IRU�DQ\�UHGXFWLRQ�RI�LQFRPH��WKH�FRPPLWWHH�SUHIHUUHG�WKH���VXEVWDQWLDO�UHGXFWLRQ���VWDQGDUG�QRWHG�DERYH�@�$�ILQGLQJ�RI�XQGHUHPSOR\PHQW�ZRXOG�FRQVWLWXWH�D�UHEXWWDEOH�SUHVXPSWLRQ�WKDW�WKH�SDUHQW
V�DFWLRQV�ZHUH�SUHFLSLWDWHG�E\�DQ�LQWHQW�WR�DYRLG�FKLOG�VXSSRUW��>�,OOLQRLV�5HSRUW��VXSUD���DW�SS����±��@�6LPLODUO\��1RUWK�'DNRWD�UHYLHZHUV�GHILQHG�XQGHUHPSOR\HG�SDUHQW�DV�RQH�ZKRVH�JURVV�LQFRPH�IURP�HDUQLQJV�LV�VLJQLILFDQWO\�OHVV�WKDQ�WKH�HDUQLQJV�RI�SHRSOH�ZLWK�VLPLODU�ZRUN�KLVWRU\�DQG�RFFXSDWLRQDO�TXDOLILFDWLRQV�LQ�WKH�REOLJRU
V�FRPPXQLW\��>�$PHQGPHQWV�WR�&KDSWHU�������������1RUWK�'DNRWD�&KLOG�6XSSRUW�*XLGHOLQHV��XQGDWHG���S������SURSRVHG����� ��������������E����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���3URSRVHG�1RUWK�'DNRWD�*XLGHOLQHV���@�7KH\�TXDQWLILHG�WKH�WHUP�VXEVWDQWLDO�DV�JURVV�HDUQLQJV�LQFRPH�WKDW�LV�OHVV�WKDQ������RI�WKH�SUHYDLOLQJ�DPRXQW�IRU�WKRVH�ZLWK�D�VLPLODU�EDFNJURXQG�LQ�WKH�REOLJRU
V�FRPPXQLW\��>�,G���������������������@�7KH�JXLGHOLQH�FRPPLVVLRQ�LQ�1HZ�0H[LFR�EDVHG�LWV�H[SODQDWLRQ�RI�XQHPSOR\PHQW�DQG�XQGHUHPSOR\PHQW�RQ�WKH�YROXQWDULQHVV�RI�WKH�DFWLRQ��:KHQ�WKH�SDUHQW�KDV�DFKLHYHG�D�SDUWLFXODU�HPSOR\PHQW�VWDWXV�YROXQWDULO\��LQFRPH�ZRXOG�EH�LPSXWHG��KRZHYHU��ZKHQ�WKH�VWDWXV�LV LPSRVHG�XSRQ�WKH�SDUHQW��LQFRPH�JHQHUDOO\�ZRXOG�QRW�EH�DWWULEXWHG��>�'HILQLWLRQ�RI�,QFRPH�6WDWXWH�DQG�&RPPHQWDU\��XQGDWHG���SS����± ���FLWHG�LQ�1HZ�0H[LFR�5HSRUW��VXSUD��KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HZ�0H[LFR�&RPPHQWDU\�² XQGDWHG����,I�LQFRPH�LV�LPSXWHG�WR�D�SDUHQW��WKH�DSSURSULDWH�SRUWLRQ�RI�DQ\�FKLOG�FDUH�H[SHQVHV�DOVR�VKRXOG�EH�DWWULEXWHG�WR�WKH�SDUHQW�@�7KH�UHSRUW�ZHQW�RQ�WR�GHVFULEH�FHUWDLQ�H[DPSOHV�RI�YROXQWDU\�VLWXDWLRQV��)RU�H[DPSOH��LQ�WKH�FDVH�RI�XQGHUHPSOR\PHQW�GXH�WR�UHWLUHPHQW��UHYLHZHUV�QRWHG�WKDW�WKH�WULHU�RI�IDFW�ZRXOG�KDYH�WR�FRQVLGHU�WKH�DJH�DQG�KHDOWK�RI�WKH�UHWLUHH��$OWHUQDWLYHO\��D�FDUHHU�RU�MRE�FKDQJH��PDGH�LQ�JRRG�IDLWK�WR�LPSURYH�WKH�SDUHQW
V�SRWHQWLDO�HDUQLQJ�SRWHQWLDO�IRU�KLPVHOI�DQG�WKH�FKLOG��JHQHUDOO\�ZRXOG�QRW�VSDUN�DQ�DWWULEXWLRQ�RI�LQFRPH��+RZHYHU��LI�WKH�LPSURYHPHQW�LV�XQOLNHO\�WR�RFFXU�LQ�WLPH�WR�EHQHILW�WKH�FKLOG��LQFRPH�VKRXOG�EH�LPSXWHG�DW�WKH�UDWH�RI�IXOO�SRWHQWLDO��>�,G��@�7KH�:HVW�9LUJLQLD�PDWHULDOV�LQGLFDWH�WKDW�DQ�DWWULEXWLRQ�RI�LQFRPH�ZRXOG�EH�DFFHSWDEOH�IRU�SDUHQWV�ZKR�DUH�XQHPSOR\HG�RU�XQGHUHPSOR\HG��8QGHUHPSOR\PHQW��KRZHYHU��SRLQWV�WR�SDUHQWV�ZKR�ZRUN�DW�D�MRE�ZKLFK�GRHVQ
W�FRUUHVSRQG�WR�WKHLU�WUDLQLQJ�RU�HGXFDWLRQ�OHYHO��,Q�DGGLWLRQ��LW�FRXOG�EH�DSSOLHG�WR�D�SDUHQW�ZKR�FDQ�EXW�IDLOV�WR�ZRUN�LQ�IXOO�WLPH�HPSOR\PHQW��>�:HVW�9LUJLQLD�2XWOLQH��VXSUD���DW�SS����± ��@�$UH�7KHUH�5HDVRQV�1RW�7R�,PSXWH�,QFRPH"�$OWKRXJK�D�SDUHQW
V�VLWXDWLRQ�PD\�FRQVWLWXWH�XQHPSOR\PHQW�RU�XQGHUHPSOR\PHQW��DUH�WKHUH�VLWXDWLRQV�LQ�ZKLFK�LW�PD\�E\�LQDSSURSULDWH�WR�LPSXWH�LQFRPH"�
5HYLHZHUV�LQ�PDQ\�6WDWHV�FRQFOXGHG�WKDW�WKHUH�LQGHHG�DUH�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQWV�IRU�ZKRP�LQFRPH�VKRXOG�QRW�EH�LPSXWHG�DW�DOO��)RU�H[DPSOH��:HVW�9LUJLQLD�PDWHULDOV�VXJJHVW�WKDW�DQ�DWWULEXWLRQ�RI�LQFRPH�LV�FRUUHFW�XQOHVV�RQH�RI�WKH�IROORZLQJ�KDV�RFFXUUHG� 7KH�SDUHQW�PXVW�FDUH�IRU�D�FKLOG�RI�WKH�UHODWLRQVKLS��ZKR�LV�HLWKHU�SUHVFKRRO�DJH�RU�GLVDEOHG��� Â7KH�SDUHQW�LV�SXUVXLQJ�VHOI�LPSURYHPHQW��ZKLFK�ZLOO�XOWLPDWHO\�UHVXOW�LQ�HFRQRPLF�LPSURYHPHQW�IRU�WKH�FKLOG��� Â7KH�SDUHQW�KDV�YDOLG�PHGLFDO�UHDVRQV�IRU�KLV�RU�KHU�HPSOR\PHQW�VWDWXV��� Â7KH�SDUHQW�FDQ�GHPRQVWUDWH�GLOLJHQW�EXW�XQVXFFHVVIXO�HIIRUWV�WR�ILQG�HPSOR\PHQW��RU�� Â7KH�GHFLVLRQPDNHU�PDNHV�ZULWWHQ�ILQGLQJV�WKDW�RWKHU�UHDVRQV�H[LVW�WKDW�ZRXOG�PDNH�WKH�DWWULEXWLRQ�RI�LQFRPH�LQHTXLWDEOH��>�,G��@�
,Q�,OOLQRLV� UHYLHZHUV�EHOLHYHG�WKDW�SDUHQWV�VKRXOG�EH�SHUPLWWHG�WR�UHEXW�D�SUHVXPSWLRQ�RI�LQWHQWLRQDO�XQHPSOR\PHQW�RU�XQGHUHPSOR\PHQW�E\�SURGXFLQJ�HYLGHQFH�WKDW�D�SK\VLFDO�RU�PHQWDO�LQFDSDFLW\�MXVWLILHV�WKH�HPSOR\PHQW�UHGXFWLRQ��$OVR�DFFHSWDEOH�DV�UHEXWWDO�ZRXOG�EH�DQ�LQGLFDWLRQ�WKDW�WKH�FXUUHQW�LQFRPH�UHGXFWLRQ�HLWKHU�ZLOO�UHVXOW�LQ�ORQJ�WHUP�JDLQ��DV�LQ�D�UHWXUQ�WR�VFKRRO�WR�LPSURYH�VNLOOV��RU�ZDV�GRQH�IRU�VRPH�UHDVRQ�QRW�DVVRFLDWHG�ZLWK�DQ�DWWHPSW�WR�DYRLG�WKH�SD\PHQW�RI�VXSSRUW��>�,OOLQRLV�5HSRUW��VXSUD��DW�S����@
7KH�&RORUDGR�UHYLHZ�FRPPLWWHH�UHDFKHG�D�VLPLODU�RXWFRPH�LQ�LWV�HIIRUW�WR�UHFRQFLOH�FRQIOLFWLQJ�JRDOV��PHHWLQJ�WKH�QHHGV�RI�WKH�FKLOG�DQG�UHFRJQL]LQJ�VRPH�OHJLWLPDWH�UHDVRQV�IRU�D�SDUHQW�WR�WDNH�D�ORZHU�SD\LQJ�MRE��8QGHU�WKH�SURSRVDO��FKLOG�VXSSRUW�GHFLVLRQPDNHUV�ZRXOG�KDYH�DXWKRULW\�WR�SURWHFW�WKH�FKLOG
V�HFRQRPLF�ZHOO�EHLQJ�E\�LPSXWLQJ�LQFRPH�WR��VSLWHIXO�RU�LUUHVSRQVLEOH�SDUHQW>V@���3DUHQWV�ZLWK�GHFUHDVHG�LQFRPH�ZRXOG�EH�VKLHOGHG�IURP�LQFRPH�LPSXWDWLRQ�RQO\�LI�WKH\�DUH�HPSOR\HG�IXOO�WLPH�DQG�LI�WKH�UHGXFWLRQ�LV�H[SHFWHG�WR�EH�WHPSRUDU\�DQG�OHDG�WR�D�VXEVHTXHQW�LQFUHDVH�LQ�LQFRPH�RU�D�SDUW�RI�D�JRRG�IDLWK�FDUHHU�FKDQJH��QHLWKHU�LQWHQGHG�WR�GHSULYH�D�FKLOG�RI�
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VXSSRUW�QRU�WR�XQUHDVRQDEO\�UHGXFH�WKH�OHYHO�RI�VXSSRUW�DYDLODEOH��>������&RORUDGR�5HSRUW��VXSUD���DW�SS�����± ���@�7KH�UDWLRQDOH�IRU�WKLV�H[FHSWLRQ�WR�WKH�LPSXWDWLRQ�UXOH�LV�ZRUWK\�RI�QRWH��
>7@KHUH�ZDV�D�EHOLHI�WKDW�LQ�SUDFWLFH�WKH�LPSXWDWLRQ�RI�LQFRPH�KDG�PDGH�LW�QHDUO\�LPSRVVLEOH�IRU�DQ�REOLJRU�WR�WDNH�D�ORZHU�SD\LQJ�MRE��QR�PDWWHU�KRZ�ODXGDEOH�WKH�UHDVRQV��EHFDXVH�KH�RU�VKH�FRXOG�QRW�DIIRUG�WR�SD\�WKH�VXSSRUW�OHYHO�DW�WKH�LPSXWHG�LQFRPH�OHYHO��%\�FRQWUDVW��D�FXVWRGLDO�SDUHQW�FRXOG�FKRRVH�D�ORZHU�SD\LQJ�MRE�VR�ORQJ�DV�KH�RU�VKH�ZHUH�ZLOOLQJ�WR�DFFHSW�VRPHZKDW�UHGXFHG�FKLOG�VXSSRUW����$������DPHQGPHQW�HOLPLQDWHG�WKLV�LVVXH�E\�SUHYHQWLQJ�LPSXWDWLRQ�RI�LQFRPH�IRU�DQ\�SDUHQW�JDLQIXOO\�HPSOR\HG�RQ�D IXOO�WLPH�EDVLV��7KLV�VZLQJ�RI�WKH�SHQGXOXP�KDV�FUHDWHG�\HW�DQRWKHU�SUREOHP��6R�ORQJ�DV�WKH�IXOO�WLPH�HPSOR\PHQW�WHVW�LV�PHW��DQ�REOLJRU�FDQ�FKRRVH�YHU\�ORZ�LQFRPH�HPSOR\PHQW�IRU�WKH�SXUSRVH�RI�GHSULYLQJ�D�FKLOG�RI�VXSSRUW�RU�ZLWKRXW�FRQVLGHUDWLRQ�IRU�WKH�FKLOG
V�QHHGV��7KLV�JLYHV�DQ�DQJU\�SDUHQW�H[FHVVLYH�SRZHU�WR�UHGXFH�QHHGHG�VXSSRUW��>�,G��DW�S�����@�
$V�VWDWHG�SUHYLRXVO\��1HZ�0H[LFR�UHYLHZHUV�SUHIDFHG�LQFRPH�DWWULEXWLRQ�RQ�WKH�YROXQWDULQHVV�RI�WKH�XQHPSOR\PHQW�RU�XQGHUHPSOR\PHQW��,I�WKH�SDUHQW
V�VLWXDWLRQ�ZDV�SURPSWHG�E\�DQ�LQYROXQWDU\�DFW��LQFRPH�ZRXOG�QRW�EH�LPSXWHG��7KH�UHSRUW�SURYLGHG�H[DPSOHV�RI�LQYROXQWDU\�DFWV�WKDW�ZRXOG�SURWHFW�D�SDUHQW�IURP�KDYLQJ�LQFRPH�DWWULEXWHG��)RU�H[DPSOH��SK\VLFDO�RU�PHQWDO�LQFDSDFLW\�ZRXOG�JHQHUDOO\�FRQVWLWXWH�DQ�H[FHSWLRQ�WR�WKH�DWWULEXWLRQ�UXOH��>�1HZ�0H[LFR�,QFRPH�&RPPHQWDU\�² XQGDWHG��VXSUD���DW�SS����± ���$OWKRXJK�QRW�VWDWHG�LQ�WKH�UHSRUW��LW�ZRXOG�VHHP�DSSURSULDWH�WR�DWWULEXWH�LQFRPH�WR�D�SDUHQW��GHVSLWH�DQ�LQFDSDFLW\��LI�WKH�SDUHQW�KDV�DVVHWV�WKDW�FRXOG�EH�XVHG�IRU�VXSSRUW�@�7KH�UHSRUW�DOVR�LQGLFDWHG�WKDW�WKHUH�PD\�EH�LQVWDQFHV�ZKHQ�LQFDSDFLW\�ZRXOG�QRW�SURWHFW�D�SDUHQW��XQIRUWXQDWHO\��WKHUH�LV�QR�H[SODQDWLRQ��$�ORVV�RI�HPSOR\PHQW��XQUHODWHG�WR�WKH�SDUHQW
V�DFWLRQV��DOVR�FRXOG�FDXVH�LQFRPH�WR�EH�DWWULEXWHG��>�,G���5HYLHZHUV�QRWHG�WKDW�LQFRPH�FRXOG�EH�LPSXWHG�WR�D�SDUHQW�ZKRVH�XQHPSOR\PHQW�FRPSHQVDWLRQ�LV�OHVV�WKDQ�PLQLPXP�ZDJH�RU�OHVV�WKDQ�ZKDW�WKH�SDUHQW�FRXOG�HDUQ�WKURXJK�HPSOR\PHQW�@�
7KH������'HODZDUH�UHYLHZ�VSHFLILFDOO\�GHDOW�ZLWK�WKH�LVVXH�RI�LPSXWLQJ�LQFRPH�WR�D�KRPHPDNHU�SDUHQW��3XUVXDQW�WR�WKH�UHYLHZ�FRPPLWWHH��WKHUH�ZRXOG�QR�ORQJHU�EH�DQ�DVVLJQPHQW�RI�YDOXH�WR�D�SDUHQW
V�KRPH�EDVHG�GXWLHV��5HYLHZHUV�IHOW�WKDW�DWWULEXWLQJ�LQFRPH�LQ�WKLV�PDQQHU�ZDV�UDUHO\�XVHG��LI�HYHU��DQG�VLPSO\�UHSUHVHQWHG�D�GLYHUVLRQ�IURP�WKH�UHDO�LVVXHV�LQ�WKH�FDVH��>������'HODZDUH�5HSRUW��VXSUD��DW�S����@�
+RZ�0XFK�,QFRPH�6KRXOG�%H�$WWULEXWHG"
2QFH�WKHUH�LV�D�GHFLVLRQ�WR�DWWULEXWH�LQFRPH�WR�D�SDUHQW��WKH�QH[W�VWHS�LV�WR�GHWHUPLQH�WKH�DPRXQW�RI�LQFRPH�WR�EH�FKDUJHG��6WDWH�UHYLHZ�ERGLHV�RIIHUHG�GLIIHULQJ�UHFRPPHQGDWLRQV�DERXW�WKH�DSSURSULDWH�OHYHO�RI�LQFRPH�WR�EH�LPSXWHG�WR�WKH�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQW��6RPH�6WDWH�UHYLHZ�WHDPV�FRQFOXGHG�WKDW�WKH�OHYHO�RI�DWWULEXWHG�LQFRPH�VKRXOG�EH�VHW�RQ�D�FDVH�E\�FDVH�EDVLV��2WKHUV�HVWDEOLVKHG�HLWKHU�VSHFLILF�ILJXUHV�RU�SHUFHQWDJHV��2WKHUV�HVWDEOLVKHG�D�IOH[LEOH�DSSURDFK�JXLGHG�E\�WKH�SDUWLFXODU�VLWXDWLRQ��
)RU�H[DPSOH��2KLR�UHYLHZHUV�VXJJHVWHG�WKDW�SRWHQWLDO�LQFRPH�EH�FDOFXODWHG�RQ�D�FDVH�E\�FDVH�EDVLV��QRW�DFFRUGLQJ�WR�DQ\�SUHYLRXVO\�VHW�VFKHGXOH��:KHQ�LPSXWLQJ�LQFRPH��WKH�WULHU�RI�IDFW�VKRXOG�ORRN�DW�WKH�SDUHQW
V�HPSOR\PHQW�SRWHQWLDO�DQG�SUREDEOH�HDUQLQJV�OHYHO��EDVHG�RQ�UHFHQW�ZRUN�KLVWRU\��RFFXSDWLRQDO�TXDOLILFDWLRQV��DQG�WKH�MRE�FOLPDWH�DQG�VDODU\�OHYHOV�LQ�KLV�FRPPXQLW\��)XUWKHUPRUH��LI�WKH�SDUHQW�KDV�QRQLQFRPH�SURGXFLQJ�DVVHWV��LQFRPH�IURP�WKRVH�VRXUFHV�DOVR�VKRXOG�EH�FRQVLGHUHG��7KH�LQFRPH�OHYHO�VKRXOG�EH�EDVHG�RQ�WKH�ORFDO�SDVVERRN�VDYLQJV�UDWH��LQVWHDG�RI�WKH�SUHYLRXVO\�XVHG�DQG�PRUH�GLIILFXOW�WR�REWDLQ�ORQJ�WHUP�WUHDVXU\�ELOO�UDWH��>�2KLR�5HSRUW��VXSUD��DW�S����@�
$FFRUGLQJ�WR�1HZ�0H[LFR�UHFRUGV��LQFRPH�LV�DWWULEXWHG�DIWHU�FRQVLGHUDWLRQ�RI�WKH�ODVW�IXOO�WLPH�HPSOR\PHQW�RI�WKH�XQHPSOR\HG�RU�XQGHUHPSOR\HG�SDUHQW��,I�WKLV�IDFWRU�LV�LQHIIHFWLYH�WR�UHDFK�DQ�DPRXQW��WKH�WULHU�RI�IDFW�PD\�XVH�HDUQLQJ�OHYHOV�RI�SHRSOH�ZLWK�FRPSDUDEOH�HGXFDWLRQ��WUDLQLQJ��RU�H[SHULHQFH��7KDW�DPRXQW�PD\�EH�UHGXFHG�LI�WKH�SDUHQW�KDV�EHHQ�RXW�RI�WKH�ZRUNIRUFH�IRU�VRPH�WLPH�RU�LV�XQOLNHO\�WR�ILQG�WKDW�W\SH�RI�MRE��,Q�VXFK�D�FDVH��WKH�PLQLPXP�ZDJH�IRU�D����KRXU�ZHHN�VKRXOG�EH�WKH�LQFRPH�DWWULEXWLRQ�EDVLV��>�1HZ�0H[LFR�,QFRPH�&RPPHQWDU\�² XQGDWHG��VXSUD��DW�SS����± ��@�
1RUWK�'DNRWD�UHYLHZHUV�SURSRVHG�DQ�LQWHUHVWLQJ�DSSURDFK�IRU�VHWWLQJ�WKH�LPSXWHG�LQFRPH�DPRXQW��$Q�REOLJRU
V�JURVV�PRQWKO\�LQFRPH�JHQHUDOO\�ZRXOG�EH�WKH�JUHDWHVW�RI���������WLPHV�WKH�KRXUO\�)HGHUDO�PLQLPXP�ZDJH�����������RI�WKH�SUHYDLOLQJ�JURVV�PRQWKO\�HDUQLQJV�LQ�WKH�FRPPXQLW\�RI�WKRVH�ZLWK�VLPLODU�EDFNJURXQGV��RU��������SHUFHQW�RI�WKH�REOLJRU
V�JUHDWHVW�DYHUDJH�PRQWKO\�HDUQLQJV�IRU�DQ\����PRQWK�SHULRG�ZLWKLQ����PRQWKV�RI�WKH�FKLOG�VXSSRUW�PDWWHU
V�FRPPHQFHPHQW��7KLV�UXOH�ZRXOG�DSSO\�IRU�XQHPSOR\PHQW��XQGHUHPSOR\PHQW��RU�D�IDLOXUH�WR�SURGXFH�UHOLDEOH�LQFRPH�LQIRUPDWLRQ��7KH�GHFLVLRQPDNHU�FRXOG�HQWHU�D�OHVVHU�DPRXQW�IRU�DQ�REOLJRU�ZKR�VKRZV�RQH�RI�WKH�IROORZLQJ��
&KLOG�FDUH�FRVWV�RI�DW�OHDVW����SHUFHQW�RI�WKH�DWWULEXWHG�LQFRPH�DPRXQW�IRU�D�QDWXUDO�RU�DGRSWHG�FKLOG�LQ�KLV�SK\VLFDO�FXVWRG\�ZKR�LV�XQGHU�DJH��� DQG�ZKR�KDV�QR�RWKHU�DYDLODEOH�DGXOW�FDUHJLYHU�GXULQJ�WKH�REOLJRU
V�HPSOR\PHQW�UHODWHG�DEVHQFHV��� Â$�GLVDELOLW\�RI�VXIILFLHQW�VHYHULW\�WR�SUHYHQW�WKH�SXUVXLW�RI�HPSOR\PHQW�WKDW�ZRXOG�SURGXFH�D�JURVV�PRQWKO\�LQFRPH�RI�DW�OHDVW�����WLPHV�WKH�KRXUO\�)HGHUDO�PLQLPXP�ZDJH��� Â7KH�H[LVWHQFH�RI�D�PLQRU�FKLOG�ZLWK�HPRWLRQDO�RU�SK\VLFDO�QHHGV�WKDW�SUHYHQW�JDLQIXO�HPSOR\PHQW��RU�� Â$�ODFN�RI�VLJQLILFDQW�LQFRPH�SURGXFLQJ�RSSRUWXQLWLHV�LQ�WKH�FRPPXQLW\��
1R�LQFRPH�LV�WR�EH�DWWULEXWHG�LI�WKH�REOLJRU
V�DYHUDJH�PRQWKO\�JURVV�HDUQLQJV�DUH�HTXDO�WR�RU�JUHDWHU�WKDQ�����WLPHV�WKH�KRXUO\�)HGHUDO�PLQLPXP�ZDJH�DQG�LI�WKH�REOLJRU�LV�QRW�XQGHUHPSOR\HG��>�3URSRVHG�1RUWK�'DNRWD�*XLGHOLQHV��VXSUD��DW���������������@�
$FFRUGLQJ�WR�7HQQHVVHH�PDWHULDOV��WKH�FDOFXODWLRQ�RI�LQFRPH�WR�EH�DWWULEXWHG�WR�D�SDUHQW�ZKR�LV�ZLOOIXOO\�DQG�YROXQWDULO\�XQHPSOR\HG�RU�XQGHUHPSOR\HG�VKRXOG�EH�EDVHG�JHQHUDOO\�RQ�WKH�SDUHQW
V�HGXFDWLRQ�DQG�RU�SUHYLRXV�ZRUN�H[SHULHQFH��>�7HQQHVVHH�5XOHPDNLQJ�+HDULQJ�5XOHV��VXSUD��DW�S�����FLWLQJ�����������������G��@�5HYLHZHUV�DGYRFDWHG�D�VOLJKWO\�GLIIHUHQW�VWDQGDUG�IRU�WKH�LPSXWDWLRQ�RI�LQFRPH�WR�REOLJRUV�ZKR�SURYLGH�QR�LQFRPH�HYLGHQFH�DW�WKH�FKLOG�VXSSRUW�HVWDEOLVKPHQW�KHDULQJ��,Q�VXFK�FDVHV��WKH�WULHU�RI�IDFW�VKRXOG�EH�DXWKRUL]HG�WR�XVH�DQ�DQQXDO�LQFRPH�RI��������²WKH������DYHUDJH�PHGLDQ�6WDWH�LQFRPH��)RU�D�PRGLILFDWLRQ�RU�DGMXVWPHQW�FDVH�DW�
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ZKLFK�WKH�REOLJRU�SURYLGHV�QR�LQFRPH��WKH�GHFLVLRQPDNHU�PD\�LQFUHDVH�WKH�RUGHU�E\�XS�WR����SHUFHQW�SHU�\HDU�IRU�HDFK�\HDU�WKDW�KDV�HODSVHG�VLQFH�WKH�RUGHU�ZDV�HQWHUHG�RU�ODVW�PRGLILHG��ZKLFKHYHU�RFFXUUHG�ODVW��>�,G���FLWLQJ�����������������H��DQG��I��@�
&3V�DQG�1&3V�LQ�$ODVND�ZKR�IDLO�WR�SUHVHQW�LQFRPH�VWDWHPHQWV�ZLWK�WKHLU�LQLWLDO�SOHDGLQJV�DOVR�FRXOG�EH�FKDUJHG�ZLWK�D�VHW�DPRXQW�RI�LQFRPH²D�SUHVXPSWLYH�LQFRPH�ILJXUH�RI���������SHU�\HDU��7KLV�SUHVXPSWLRQ�LV�UHEXWWDEOH�E\�UHDVRQDEOH��DFFXUDWH��DQG�FRPSOHWH�LQIRUPDWLRQ��ZKLFK�PD\�EH�DYDLODEOH�WR�WKH�GHFLVLRQPDNHU�WKURXJK�RWKHU�PHDQV��5HYLHZHUV�H[SODLQHG�WKDW�WKH�LQWHQW�EHKLQG�WKH�SUHVXPSWLRQ�ZDV�QRW�RQO\�WR�JLYH�SDUWLHV�DQ�LQFHQWLYH�WR�SURYLGH�WKH�DSSURSULDWH�ILQDQFLDO�LQIRUPDWLRQ�EXW�DOVR�WR�JLYH�WULHU�RI�IDFW�HIIHFWLYH�UHFRXUVH�ZKHQ�SDUHQWV�GLG�QRW�IROORZ�WKURXJK��5HYLHZHUV�QRWHG�WKDW�WKH�XVH�RI�SUHVXPSWLYH�LQFRPH�VKRXOG�QRW�EH�HPSOR\HG�DXWRPDWLFDOO\��3DUWLHV�DUH�ILUVW�HQWLWOHG�WR QRWLFH�RI�WKH�FRQVHTXHQFHV�DVVRFLDWHG�ZLWK�D�IDLOXUH�WR�ILOH�ILQDQFLDO�LQIRUPDWLRQ��
,I�UHDVRQDEO\�DFFXUDWH�ILQDQFLDO�LQIRUPDWLRQ�LV�DYDLODEOH�IURP�DQRWKHU�VRXUFH��H�J���WKH�RWKHU�SDUW\���WKH�SUHVXPHG�DPRXQW�VKRXOG�QRW�EH�XVHG��)LQDOO\��WKH�SDUHQW��DJDLQVW�ZKRP�LQFRPH�LV�DWWULEXWHG��PD\�SURYLGH�DFWXDO�LQFRPH�LQIRUPDWLRQ�DW�D�ODWHU�WLPH��+RZHYHU��EHFDXVH�RI�QRQUHWURDFWLYLW\�SURYLVLRQV�LQ�WKH�VWDWXWH��VXFK�ODWHU�VXSSOLHG�LQIRUPDWLRQ�PD\�RQO\�ZRUN�WR�DGMXVW�DQ�RUGHU�SURVSHFWLYHO\��>�$ODVND�0HPR�² ���������VXSUD���DW�SS�����± ���@�
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&KLOG�&DUH�([SHQVHV
$W�OHDVW�RQH�6WDWH�KDV�GHWHUPLQHG�WKDW�FKLOG�FDUH�H[SHQGLWXUHV�VKRXOG�EH�GHGXFWHG�IURP�LQFRPH�SULRU�WR�WKH�FDOFXODWLRQ�RI�FKLOG�VXSSRUW��>�0RVW�RIWHQ��VXFK�H[SHQVHV�ZHUH�WUHDWHG�DV�DGG�RQV�WR�WKH�VXSSRUW�DZDUG��6HH�SS�����± ����LQIUD��@�$FFRUGLQJ�WR�&RQQHFWLFXW
V������JXLGHOLQHV���WKH�ZHHNO\�FRVW�RI�XQUHLPEXUVHG�FKLOG�GD\�FDUH��LV�LQFXUUHG�VR�WKDW�WKH�&3�PDLQWDLQLQJ�HPSOR\PHQW�ZRXOG�EH�GHHPHG�D�VSHFLDO�H[HPSWLRQ��$V�VXFK��WKH\�ZHUH�WR�EH�GHGXFWHG�IURP�LQFRPH�EHIRUH�VXSSRUW�ZDV�GHWHUPLQHG��>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD���DW�S�����@�7KH�6WDWH
V������JXLGHOLQH�FRQWLQXHV�WR�DOORZ�DERYH�WKH�OLQH�FRQVLGHUDWLRQ�IRU�FKLOG�FDUH�FRVWV�EXW�DGGV�FODULW\��5HYLHZHUV�UHFRJQL]HG�WKH�FRQIXVLRQ�LQ�WKH�WUHDWPHQW�RI�DQG�WKH�GLVWLQFWLRQ�EHWZHHQ�PDQGDWRU\�GHGXFWLRQV�DQG�VSHFLDO�H[HPSWLRQV�DQG�VRXJKW�WR�HDVH�WKH�VLWXDWLRQ�E\�GHYHORSLQJ�D�VLQJOH�OLVW�RI�DOORZDEOH�GHGXFWLRQV�WKDW�ZRXOG�FRQWDLQ�FKLOG�GD\�FDUH�H[SHQVHV��)XUWKHUPRUH��UHYLHZHUV�DSSOLHG�WKH�GHGXFWLRQ�WR�HLWKHU�SDUHQW�DV�ORQJ�DV�WKH�SDUHQW�KDG�FRQWULEXWHG�WR�XQUHLPEXUVHG�ZRUN�UHODWHG�FKLOG�FDUH�FRVWV�IRU�WKH�FKLOG�DW�LVVXH��>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD���DW�S��[�@�
+HDOWK�,QVXUDQFH�3UHPLXPV
6HYHUDO�6WDWH�UHYLHZ�WHDPV�GHOLEHUDWHG�WKH�LQFOXVLRQ�RI�KHDOWK�LQVXUDQFH�SUHPLXPV�DV�LQFRPH�DGMXVWPHQW�IDFWRUV��)RU�H[DPSOH��WKH������0DVVDFKXVHWWV�UHSRUW�FLWHV�UHYLHZHU�GLVSOHDVXUH�ZLWK�WKH�WUHDWPHQW�DFFRUGHG�KHDOWK�LQVXUDQFH�H[SHQVHV�XQGHU�WKH�JXLGHOLQH�LQ�SODFH�DW�WKH�WLPH��8QGHU�WKDW�VFKHPH��WKHUH�ZDV�DQ�DERYH�WKH�OLQH�GHGXFWLRQ�IRU�WKH�IXOO�FRVW�RI�IDPLO\�FRYHUDJH��LQFOXGLQJ�WKH�REOLJRU
V�RZQ�LQVXUDQFH��
>6XFK�DQ�DSSURDFK@�GUDPDWLFDOO\�UHGXFHV�WKH�DPRXQW�RI�WKH�RUGHU�DQG�FDXVHV�D�VLJQLILFDQW�GHFOLQH�LQ�WKH�FKLOG
V�VWDQGDUG�RI�OLYLQJ��,Q�VRPH�FDVHV��WKLV�OHDGV�WKH�FXVWRGLDO�SDUHQW�WR�IRUHJR�KHDOWK�LQVXUDQFH�FRYHUDJH�IRU�WKH�FKLOG�LQ�IDYRU�RI�D�PRUH�DGHTXDWH�FKLOG�VXSSRUW�DZDUG��,Q�HIIHFW��WKH�0DVVDFKXVHWWV�*XLGHOLQHV���FDQ�IRUFH�SDUHQWV�WR�FKRRVH�EHWZHHQ�PHHWLQJ�WKH�FKLOG
V�QHHGV�IRU�IRRG��FORWKLQJ�DQG�VKHOWHU��RU�PHHWLQJ�WKH�FKLOG
V�KHDOWK�FDUH�QHHGV��7KH�*XLGHOLQHV�UHYLHZ�SURFHVV�SUHVHQWV�DQ�RSSRUWXQLW\�WR�UHFWLI\�WKLV�SUREOHP��>�0DVVDFKXVHWWV�5HSRUW��VXSUD���DW�S��,�@�
7R�FRUUHFW�WKLV�VLWXDWLRQ��WKH�UHYLHZ�WHDP�UHFRPPHQGHG�WKDW�REOLJRUV�UHFHLYH�DQ�DERYH�WKH�OLQH�DGMXVWPHQW�RQO\�IRU�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WRWDO�FRVW�RI�IDPLO\�FRYHUDJH�DQG�FRYHUDJH�IRU�WKH�FKLOG�DW�LVVXH��%\�GRLQJ�VR��WKH�REOLJRU�ZRXOG�EH�FUHGLWHG�IRU�LQVXULQJ�WKH�FKLOGUHQ��EXW�WKH�HFRQRPLF�HIIHFW�RQ�FKLOGUHQ�LV�HDVHG��>�,G��@�
'LVFXVVLRQ�RI�DGMXVWPHQWV�IRU�PHGLFDO�LQVXUDQFH�DOVR�DSSHDUV�LQ�WKH�1HZ�+DPSVKLUH�PDWHULDOV��$OWKRXJK�WKH�PDWHULDOV�GR�QRW�LQGLFDWH�WKH�SUDFWLFH�SULRU�WR�WKH������UHYLHZ��LW�VHHPV�WKDW�UHYLHZHUV�DGYRFDWHG�WKH�FRQWLQXHG�OLPLWDWLRQ�RI�WKH�LQFRPH�DGMXVWPHQW��$�SDUHQW
V�LQFRPH�FRXOG�EH�DGMXVWHG�XS�WR����SHUFHQW�RI�WKH�RXW�RI�SRFNHW�H[SHQVHV�LQFXUUHG�IRU�WKH�FKLOG
V�PHGLFDO�LQVXUDQFH��$FFRUGLQJ�WR�UHYLHZHUV��LW�ZDV�LPSRUWDQW�WR�SHUPLW�VXFK�D�FUHGLW�LQ�RUGHU�WR�HDVH�WKH�HIIHFWV�RQ�SDUHQWV�RI�WKH�LQFUHDVLQJ�FRVWV�RI�PHGLFDO�FRYHUDJH�DQG�WKH�GHFLVLRQ�RI�PDQ\�HPSOR\HUV�WR�GLVFRQWLQXH�VXFK�FRYHUDJH�IRU�HPSOR\HHV�DQG�WKHLU�IDPLOLHV��7KH�FRPPLWWHH�IRXQG�WKDW�D����SHUFHQW�GHGXFWLRQ�ZRXOG�UHGXFH�WKH�ILQDQFLDO�EXUGHQ�RI�WKRVH�SDUHQWV�ZKR�PXVW�SD\�WKH�HQWLUH�LQVXUDQFH�FRVWV��ZKLOH�QRW�PDNLQJ�WKHLU�FKLOG�VXSSRUW�SD\PHQWV�VXEVWDQWLDOO\�ORZHU�WKDQ�SDUHQWV�ZKRVH�HPSOR\HUV�FRYHU�WKH�HQWLUH�PHGLFDO�LQVXUDQFH�H[SHQVH��>�1HZ�+DPSVKLUH�5HSRUW��VXSUD��DW�SS����± ���@�
(DFK�RI�WKH�DERYH�6WDWHV�FDUYHG�RXW�DERYH�WKH�OLQH�DOORZDQFHV�IRU�FRVWV�DVVRFLDWHG�ZLWK�WKH�FKLOG
V�LQVXUDQFH��,Q�RWKHU�6WDWH�UHYLHZV��WKH�FRQFOXVLRQ�ZDV�WR�KDYH�D�GHGXFWLRQ�IRU�WKH�WRWDO�KHDOWK�LQVXUDQFH�SUHPLXP�SDLG�E\�WKH�SDUHQW��QRW�MXVW�WKRVH�FRVWV�DWWULEXWDEOH�WR�WKH�FKLOG�DW�LVVXH��
)RU�H[DPSOH��'HODZDUH�PDWHULDOV�VKRZ�WKDW������UHYLHZHUV�UHFRPPHQGHG�WKDW�HLWKHU�SDUHQW�EH�DEOH�WR�FODLP�DQ�DERYH�WKH�OLQH�DGMXVWPHQW�IRU�KHDOWK�LQVXUDQFH�SUHPLXPV��LUUHVSHFWLYH�RI�WKH�SHRSOH�FRYHUHG��7KH�H[FHSWLRQ�ZRXOG�EH�IRU�FDVHV�LQ�ZKLFK�WKHUH�KDG�EHHQ�DQ DFWXDO�UHTXHVW��DFFHSWHG�E\�WKH�GHFLVLRQPDNHU��WR�H[FOXGH�WKH�FKLOG�DW�LVVXH�IURP�WKH�FRYHUDJH��,Q�H[SODLQLQJ WKLV�DFWLRQ��WKH�FRPPLWWHH�QRWHG�WKDW��WKH�SUHYDLOLQJ�QDWLRQDO�YLHZ�>LV@�WKDW�LW�LV�LQ�QR�RQH
V�EHVW�LQWHUHVW�WR�EH�XQLQVXUHG��QRW�WKH�FKLOG��HLWKHU�SDUHQW��RU�HLWKHU�SDUHQW
V�VXEVHTXHQW�FKLOGUHQ��$Q\�PDMRU�PHGLFDO�H[SHQGLWXUH��GXH�WR�ODFN�RI�LQVXUDQFH�FRYHUDJH��E\�HLWKHU�SDUHQW�RQ�EHKDOI�RI�WKDW�SDUHQW��RU�KLV�KHU�FKLOG�UHQ��FRXOG�LQWHUIHUH�ZLWK�WKH�URXWLQH�SD\PHQW�RI�FKLOG�VXSSRUW���>������'HODZDUH�5HSRUW��VXSUD��DW�S����@�
7KH�UHYLHZ�XQGHUWDNHQ�E\�)ORULGD
V�OHJLVODWXUH�\LHOGHG�D�VRPHZKDW�VLPLODU�UHVXOW��7KDW�6WDWH
V�JXLGHOLQH�ZDV�FKDQJHG��IROORZLQJ�WKH�UHYLHZ��WR�DOORZ�SDUHQWV�WR�GHGXFW�IURP�JURVV�LQFRPH�DOO�KHDOWK�LQVXUDQFH�SUHPLXPV��H[FHSW�WKRVH�DWWULEXWHG�WR�WKH�FKLOG�DW�LVVXH��>�/DZV�RI�)ORULGD�����������H���������@�3UHPLXPV�IRU�WKDW�FKLOG�ZRXOG�EH�DQ�DGG�RQ�WR�WKH�VXSSRUW�DZDUG��>�,G���DW�����������@�
,Q�,OOLQRLV�WKH�6WDWH
V�H[SHUW�VXJJHVWHG�WKDW�ZKHUH�D�1&3�LV�RUGHUHG�WR�SURYLGH�KHDOWK�LQVXUDQFH�IRU�WKH�FKLOG��KH�VKRXOG�EH�DOORZHG�WR�GHGXFW�KLV�SURUDWHG�VKDUH�RI�WKH�SUHPLXP�IURP�WKH�FKLOG�VXSSRUW�REOLJDWLRQ²LQ�HVVHQFH��D�EHORZ�WKH�OLQH�GHYLDWLRQ��7KH�FRPPLWWHH�UHMHFWHG�WKLV�DSSURDFK��LQVWHDG��WKH\�IDYRUHG�UHWHQWLRQ�RI�WKH�H[LVWLQJ�ODZ�WKDW�PDGH�KHDOWK�LQVXUDQFH�SUHPLXPV�DQ�DGMXVWPHQW�WR�WKH�JURVV�LQFRPH�ILJXUH��%HFDXVH�UHYLHZHUV�ZHUH�FRQVLGHULQJ�D�FKDQJH�LQ�WKH�JXLGHOLQH�PRGHO�WR�LQFRPH�VKDUHV��WKH\�DOVR�SURSRVHG�DQ�DOWHUQDWLYH�WKDW�ZRXOG�EH�HIIHFWLYH�XQGHU�WKDW�SURSRVHG�PRGHO��,Q�WKH�HYHQW�RI�D�PRYH�WR�LQFRPH�VKDUHV��WKH�FRPPLWWHH�VHHPHG�WR�HQGRUVH�D�EHORZ�WKH�OLQH�GHGXFWLRQ��,I�WKH�QRQFXVWRGLDO�SDUHQW�SD\V�WKH�LQVXUDQFH�SUHPLXP��WKH�SDUHQW�FRXOG�UHGXFH�WKH�VXSSRUW�REOLJDWLRQ�E\�D�SUR�UDWD�VKDUH�RI�WKH�SUHPLXP��,I�WKH�FXVWRGLDO�SDUHQW�ZHUH�WKH�SUHPLXP�SD\HU��WKHQ�WKH�QRQFXVWRGLDO�SDUHQW
V�VXSSRUW�REOLJDWLRQ�VKRXOG�EH�LQFUHDVHG�E\�WKDW�SDUHQW
V�VKDUH RI�WKH�LQVXUDQFH�FRVW��>�,OOLQRLV�5HSRUW��VXSUD��DW�SS�����± ���@�
)URP�+DZDLL
V�PDWHULDOV��LW�DSSHDUV�WKDW�UHYLHZHUV�GHFLGHG�WR�FRQWLQXH�WR�SHUPLW�LQFRPH�DGMXVWPHQWV�IRU�KHDOWK�LQVXUDQFH�SUHPLXPV��KRZHYHU��IROORZLQJ�WKH������UHYLHZ��WKH�VWDWXWH�UHTXLUHG YHULILFDWLRQ�RI�WKH�KHDOWK�LQVXUDQFH�DPRXQWV�SDLG��>������+DZDLL�*XLGHOLQHV��VXSUD���DW�S����@�
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0XOWLSOH�)DPLOLHV
7KH�LVVXH�RI�PXOWLSOH�IDPLOLHV�ZDV�SHUKDSV�WKH�PRVW�SRSXODU�WRSLF�IRU�WKH�JXLGHOLQH�UHYLHZ�FRPPLWWHHV��,Q�WKH�ZRUGV�RI�WKH�1HYDGD�WHDP��D �ODUJH�SURSRUWLRQ�RI�FKLOG�VXSSRUW�FDVHV�LQYROYH�PXOWLSOH�IDPLOLHV��,W�LV�QR�ORQJHU�XQXVXDO�IRU�SDUHQWV�WR�KDYH�RQH�RU�PRUH�IRUPHU�VSRXVHV�RU�WR�EH�FXVWRGLDQV�RI�FKLOGUHQ�IURP�RQH�PDUULDJH�DQG�QRQFXVWRGLDQV�RI�FKLOGUHQ�IURP�DQRWKHU���>�1HYDGD�5HSRUW��VXSUD��DW�S�����@�+HQFH��WKHUH�ZDV�D�VLJQLILFDQW�DPRXQW�RI�LQWHUHVW�LQ�WKH�ZD\�WKDW�FKLOG�VXSSRUW�ZLOO�UHIOHFW�PXOWLSOH�IDPLO\�VLWXDWLRQV��
*XLGHOLQHV�WHQG�WR�DSSURDFK�PXOWLSOH�IDPLO\�VFHQDULRV�LQ�RQH�RI�WZR�ZD\V��2QH�DSSURDFK�LV�WR�IDFWRU�H[LVWLQJ�FKLOG�VXSSRUW�REOLJDWLRQV�LQWR�WKH�DFWXDO�VXSSRUW�FDOFXODWLRQ��7KDW�WDFWLF��DORQJ�ZLWK�PXOWLSOH�IDPLOLHV�DV�PDWWHUV�IRU�WKH�GLVFUHWLRQ�RI�WKH�FKLOG�VXSSRUW�GHFLVLRQPDNHU��LV�DGGUHVVHG�LQ�WKH�VHFWLRQ�RQ�JXLGHOLQH�DSSOLFDWLRQ��>�6HH�SS�����± ����LQIUD��@�7KH�RWKHU�DSSURDFK�LV�WR�PDNH�WKH�REOLJDWLRQV�WR�RWKHU�FKLOGUHQ�DQ�LQFRPH�GHGXFWLRQ��WKH�UHVXOW�ZRXOG�EH�WR�UHGXFH�LQFRPH�SULRU�WR�WKH�FDOFXODWLRQ�RI�VXSSRUW�IRU�WKH�FKLOG�DW�LVVXH��-XULVGLFWLRQV�WKDW�IROORZ�WKH�ODWWHU�PHWKRG�DUH�GLVFXVVHG�LQ�WKLV�VHFWLRQ��
$ODVND
V�UHYLHZHUV�UHFRPPHQGHG�D�FKDQJH�WR�WKH�GHILQLWLRQ�RI�DGMXVWHG�DQQXDO�LQFRPH��3XUVXDQW�WR�WKH�QHZ�ODQJXDJH��WKDW�WHUP�ZRXOG�PHDQ�WKH�SDUHQW
V�WRWDO�LQFRPH�PLQXV�FKLOG�VXSSRUW�IRU�FKLOGUHQ�RI�SULRU�UHODWLRQVKLSV�ZKR�OLYH�ZLWK�WKH�SDUHQW��>�$ODVND�0HPR��VXSUD�� DW�SS����± ���$ODVND
V�WUHDWPHQW�RI�VXEVHTXHQW�FKLOGUHQ�LV�GLVFXVVHG�LQ�WKH�VHFWLRQ�RI�WKLV�UHSRUW�RQ�VXSSRUW�GHYLDWLRQ��6HH�SS�����± ����LQIUD��@�0DU\ODQG
V�UHYLHZ�WHDP�FKRVH�WR�IROORZ�ZKDW�KDV�EHFRPH�NQRZQ�DV�WKH�&RORUDGR�DSSURDFK�WR�PXOWLSOH�IDPLO\�VXSSRUW�REOLJDWLRQV��$�SDUHQW
V�OHJDOO\�UHFRJQL]HG�ILQDQFLDO�UHVSRQVLELOLWLHV�WR�RWKHU�FKLOGUHQ�XVXDOO\�ZRXOG�EH�GHGXFWHG�IURP�JURVV�LQFRPH�LQ�D�FKLOG�VXSSRUW�HVWDEOLVKPHQW�RU�PRGLILFDWLRQ�FDVH��,Q�PRGLILFDWLRQ�FDVHV��KRZHYHU��LI�WKH�DGMXVWPHQW�IRU�RWKHU�FKLOGUHQ�ZRXOG�UHVXOW�LQ�D�ORZHU�RUGHU�IRU�WKH�FKLOG�DW�LVVXH��WKH�GHGXFWLRQ�ZRXOG�EH�SURKLELWHG��>�/HWWHU�IURP�&DURO\Q�:��&ROYLQ��0DU\ODQG�'HSDUWPHQW�RI�+XPDQ�5HVRXUFHV��WR�5��&OD\WRQ�0LWFKHOO��+RXVH�RI�'HOHJDWHV��'HFHPEHU������������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���0DU\ODQG�'+5�/HWWHU����FLWLQJ�&RORUDGR�*XLGHOLQH�DW�S����@�7KH�PDWWHU�ZDV�VXEPLWWHG�WR�WKH�OHJLVODWXUH�LQ������EXW�KDG�QRW�EHHQ�GHFLGHG�DW�WKH�WLPH�PDWHULDOV�ZHUH�VXEPLWWHG�IRU�LQFOXVLRQ�LQ�WKLV�UHSRUW��>�/HWWHU�IURP�.HQQHWK�+��5XQVH\��&KLOG�6XSSRUW�(QIRUFHPHQW�$GPLQLVWUDWLRQ��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��-DQXDU\�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���0DU\ODQG�&RYHU�/HWWHU���@�3ULRU�WR�&RQQHFWLFXW
V������UHYLHZ��FKLOG�VXSSRUW�RUGHUV�ZHUH�WUHDWHG�DV�VSHFLDO�H[HPSWLRQV�IURP�LQFRPH��DV ORQJ�DV�WKH�SD\PHQW�DPRXQWV�ZHUH�YHULILHG��
&RQQHFWLFXW
V�UHYLHZ�DPHQGHG�WKLV�SURFHGXUH��&RXUW�RUGHUHG�FKLOG�VXSSRUW��SDLG�RQ�EHKDOI�RI�SHUVRQV�QRW�LQYROYHG�LQ�WKH�SDUWLFXODU�VXSSRUW�PDWWHU��ZRXOG�EH�UHWLWOHG�LQFRPH�GHGXFWLRQV��1R�YHULILFDWLRQ�EH\RQG�WKH LQFOXVLRQ�RI�WKH�VSHFLILF�DPRXQW�RQ�WKH�SD\LQJ�SDUHQW
V�ILQDQFLDO�DIILGDYLW�ZRXOG�EH�UHTXLUHG��7KH�UHYLHZ�WHDP�SXUSRVHO\�GHFOLQHG�WR�UHTXLUH�WKH�REOLJDWHG�SDUHQW�WR�VKRZ�WKDW�WKHVH�DOLPRQ\�DQG�RU�FKLOG�VXSSRUW�DPRXQWV�ZHUH�DFWXDOO\�SDLG��7KHUH�LV�D�SUHVXPSWLRQ�WKDW�SD\PHQW�LV�PDGH��LQ�GHIHUHQFH�WR�WKH�VDQFWLW\�RI�D�FRXUW�RUGHU�DQG�LQ�UHFRJQLWLRQ�WKDW�XQSDLG�RUGHUV�UHPDLQ�VXEMHFW�WR�HQIRUFHPHQW�DQG�IXWXUH�FROOHFWLRQ���7KH�JXLGHOLQH�FRPPHQWDU\�GLG�SURYLGH��KRZHYHU��WKDW�ZKHQHYHU�D�WULHU�RI�IDFW�ILQGV�WKDW�SD\PHQW�LV�QRW�EHLQJ�PDGH��VKH�KDV�GLVFUHWLRQ�WR�GLVDOORZ�WKH�LQFRPH�GHGXFWLRQ��5HOLDQFH�RQ�VXFK�GLVFUHWLRQ�SURYLGHV�JUHDWHU�DVVXUDQFH�WKDW�WKH�IDPLO\�DW�LVVXH�ZRXOG�QRW�EH�GHSULYHG�RI�IXQGV�ZKLFK�WKH�REOLJRU�KDV�FKRVHQ�WR�UHWDLQ��>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD���DW�S�����@�
7KH�UHYLHZ�RI�WKH�1RUWK�'DNRWD�JXLGHOLQHV�LQFOXGHG�FRQVLGHUDWLRQ�RI�FRXUW�RUGHUHG�FKLOG�VXSSRUW�DZDUGV�DV�ZHOO�DV�FXVWRGLDO�FKLOG�VXSSRUW�H[SHQVHV��7KH�FRQFOXVLRQ�ZDV�WKDW�VXFK�LWHPV�VKRXOG�EH�WUHDWHG�DV�LQFRPH�DGMXVWPHQWV��5HYLHZHUV�DJUHHG�WKDW�DQ\�RUGHUHG�SD\PHQW��RQ�EHKDOI�RI�D�FKLOG�RWKHU�WKDQ�WKH�RQH�DW�LVVXH��VKRXOG�EH�SHUPLWWHG�DV�D�GHGXFWLRQ��>�3URSRVHG�1RUWK�'DNRWD�*XLGHOLQHV��VXSUD���DW�S�����HPSKDVLV�LQ�RULJLQDO��@�1RUWK�'DNRWD
V�SURSRVHG�FKDQJHV�DOVR�ZRXOG�KDYH�DOORZHG�D GHGXFWLRQ�RI�DQ�REOLJRU
V�H[SHQGLWXUHV�IRU�UHVLGHQW�FKLOGUHQ�ZKRVH�SDUHQWV�DUH�QRW�WKH�REOLJRU�DQG�REOLJHH��$JDLQ��WKH�VWDWHG�UDWLRQDOH�ZDV�WKDW�WKH�REOLJRU�KDV�D�GXW\�WR�VXSSRUW�DOO�RI�KLV�FKLOGUHQ��>�,G��@�
6RXWK�&DUROLQD
V�JXLGHOLQH�UHYLHZHUV�DOVR�HQJDJHG�LQ�GLVFXVVLRQ�UHJDUGLQJ�DGGLWLRQDO�GHSHQGHQWV��7KH\�QRWHG�WKDW�ZKHQ�FKLOG�VXSSRUW�GHFLVLRQPDNHUV�FRQVLGHU�PXOWLSOH�IDPLO\�FDVHV��WKH\�DUH��RIWHQ�IDFHG�ZLWK�WKH�WDVN�RI�EDODQFLQJ�WKH�QHHGV�RI�WKH�1&3
V�DGGLWLRQDO�GHSHQGHQWV�ZLWK�WKRVH�RI�WKH�FKLOGUHQ�LQ�WKH�DFWLRQ�EHIRUH�WKH�FRXUW��ZKLOH�DOVR�WU\LQJ�WR�HQFRXUDJH�SDUHQWDO�UHVSRQVLELOLW\���>�6RXWK�&DUROLQD�&KLOG�6XSSRUW�*XLGHOLQHV�+DQGERRN��0D\��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������6RXWK�&DUROLQD�*XLGHOLQHV���@�7R�UHFWLI\�WKLV�SUREOHP��UHYLHZHUV�VXJJHVWHG�WKDW�1&3V�UHFHLYH�FUHGLWV�IRU�DQ\�DGGLWLRQDO�ELRORJLFDO�RU�DGRSWLYH�FKLOGUHQ�OLYLQJ�LQ�WKH�KRPH��L�H���FKLOGUHQ�IRU�ZKRP�WKH�REOLJRU�RZHV�D�OHJDO�GXW\�RI�VXSSRUW���7KH�GHFLVLRQPDNHU�FDOFXODWHV�D�EDVLF�FKLOG�VXSSRUW�REOLJDWLRQ�IRU�WKHVH�DGGLWLRQDO�FKLOGUHQ��7KDW�VXSSRUW�ILJXUH�WKHQ�ZRXOG�EH�PXOWLSOLHG�E\�����DQG�VXEWUDFWHG�IURP�WKH�REOLJRU
V�JURVV�LQFRPH��7KH�UHPDLQLQJ�LQFRPH�ZRXOG�EH�GHHPHG�DYDLODEOH�IRU�WKH�VXSSRUW�RI�WKH�FKLOG�DW�LVVXH��7KLV�VFKHPH�JHQHUDOO\�ZRXOG�EH�XVHG��5HYLHZHUV�VWDWHG�WKDW�LQ�PRGLILFDWLRQ�FDVHV�WKLV�LQFRPH�GHGXFWLRQ�VKRXOG�QRW�EH�XVHG��LI�WKH�UHVXOW�ZRXOG�EH�ORZHU�VXSSRUW�IRU�WKH�FKLOGUHQ�ZKR�DUH�WKH�VXEMHFWV�RI�WKH�PRGLILFDWLRQ�DFWLRQ��2EOLJRUV�LQ�VXFK�FDVHV�ZHUH�HQFRXUDJHG�WR�SXUVXH�RWKHU�PHDQV��VXFK�DV�VHFRQG�MREV��WR�LPSURYH�WKHLU�ILQDQFLDO�VWDWXV�IRU�WKHLU�RWKHU�GHSHQGDQWV��5HYLHZHUV�IRXQG�WKDW�VXFK�D�SROLF\��HQFRXUDJHV�SDUHQWDO�UHVSRQVLELOLW\�ZKLOH�SURWHFWLQJ�FKLOGUHQ�LQ�WKH�KRPHV�RI�ERWK�WKH�QRQFXVWRGLDO�DQG�FXVWRGLDO�SDUHQW���>�,G��@�
7KH�1HYDGD�UHSRUW�RIIHUV�D�GHWDLOHG�GHVFULSWLRQ�RI�LWV�UHYLHZ�WHDP
V�GHOLEHUDWLRQV��$PRQJ�WKH�WRSLFV�ZHUH�UHFHQW�FDVH�ODZ��WKH�GLVWLQFWLRQ�EHWZHHQ�D��ILUVW�PRUWJDJH��DQG��HTXDO�WUHDWPHQW��DSSURDFK�WR�VXEVHTXHQW�IDPLO\�REOLJDWLRQV��DQG�ERWK�)HGHUDO�DQG�6WDWH�SROLF\��8QGHU�WKH��ILUVW�PRUWJDJH��DSSURDFK��WKH�HDUOLHVW�VXSSRUW�REOLJDWLRQ�WDNHV�SUHFHGHQFH�RYHU�ODWHU�DVVXPHG�REOLJDWLRQV��7KLV�PHWKRG�ZRXOG��LQVXODWH��FKLOGUHQ�RI�D�ILUVW�PDUULDJH�RU�UHODWLRQVKLS�IURP�VXEVHTXHQW�FKRLFHV�PDGH�E\�WKH�REOLJRU�SDUHQW��>�1HYDGD�5HSRUW��VXSUD��DW�S�����@�7KH��HTXDO�WUHDWPHQW��DSSURDFK�GLIIHUV�LQ�WKDW�LW�ZRXOG�SXW�DOO�RI�WKH�REOLJRU�SDUHQW
V�FKLOGUHQ�RQ�WKH�VDPH�IRRWLQJ�IRU�FKLOG�VXSSRUW�SXUSRVHV��DOO�ZRXOG�KDYH�FRPSDUDEOH�DFFHVV�WR�WKH�REOLJRU
V�SRRO�RI�REOLJRU�UHVRXUFHV�GHWHUPLQHG�WR�EH�DYDLODEOH�IRU�VXSSRUW��>�,G���DW�S�����@�)LUVW��WKH�FRPPLWWHH�FRQFOXGHG�WKDW�FKLOG�VXSSRUW�GHFLVLRQPDNHUV�QHHGHG�JXLGDQFH�DERXW�WKH�KDQGOLQJ�RI�PXOWLSOH�IDPLO\�VLWXDWLRQV��6HFRQG��WKH�FRPPLWWHH
V�PDMRULW\�FRQVLGHUHG�WKH��ILUVW�PRUWJDJH��WKH�PRUH�DSSURSULDWH�PRGHO�IRU�WKHVH�VLWXDWLRQV��UHJDUGOHVV�RI�ZKHWKHU�WKDW�ODWHU�IDPLO\�LV�LQWDFW�RU�GLYLGHG��7KLUG��LQ�IDLUQHVV�WR�REOLJRUV��LQ�WKH�IRUPDO�FDOFXODWLRQ�RI�VXSSRUW�IRU�VXEVHTXHQW�FKLOGUHQ��UHYLHZHUV�GHFLGHG�WKDW�WKH�GHFLVLRQPDNHU�VKRXOG�SUHVXPSWLYHO\�FRQVLGHU�WKH�H[LVWLQJ�VXSSRUW�REOLJDWLRQ�IRU�WKH�ILUVW�IDPLO\�DQG�UHGXFH�WKH�REOLJRU
V�DYDLODEOH�LQFRPH�E\�WKDW�DPRXQW��>�,G��DW�SS�����± ���@�)LQDOO\��2KLR�KDG�DQ�LQWHUHVWLQJ�DSSURDFK�WR�WKH�KDQGOLQJ�RI��FKLOGUHQ�ZKR�DUH�WKH�FKLOGUHQ�RI�HLWKHU�WKH�REOLJHH�RU�REOLJRU�EXW�QRW�WKH FKLOGUHQ�RI�WKH�SDUWLHV�WRJHWKHU���>�2KLR�5HSRUW��VXSUD���DW�S�����@�7KH�WHDP�QRWHG�WKDW�WKH�FXUUHQW�JXLGHOLQHV�SHUPLWWHG�D�GHGXFWLRQ�WR�HLWKHU�SDUHQW�IRU�FKLOG�VXSSRUW�DPRXQWV�RUGHUHG�DQG�SDLG�RQ�EHKDOI�RI�RWKHU�FKLOGUHQ��)RU�RWKHU�FKLOGUHQ�LQ�WKH�KRPH�RI�HLWKHU�SDUHQW��L�H���WKRVH�IRU�ZKRP�WKH�
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SDUHQW�ODFNHG�DQ�DFWXDO�VXSSRUW�RUGHU���WKH�JXLGHOLQH�DOORZHG�D�JURVV�LQFRPH�DGMXVWPHQW�HTXDO�WR�WKH�)HGHUDO�WD[�H[HPSWLRQ�IRU�WKDW�FKLOG��7KH�WD[�H[HPSWLRQ�DPRXQW�ZRXOG�EH�UHGXFHG�E\�DQ\�FKLOG�VXSSRUW�UHFHLYHG�IRU WKH�FKLOG��>�,G���7KH�WD[�H[HPSWLRQ�DPRXQW�ZDV�VHOHFWHG�DV�D�FRPSURPLVH��,W�FRXOG�QRW�EH�GLUHFWO\�UHODWHG�WR�WKH�FRVW�RI�UDLVLQJ�FKLOGUHQ�EXW�SURYLGHG�UHOLHI�WR�SDUHQWV�ZLWK�REOLJDWLRQV�WR�VXSSRUW�RWKHU�FKLOGUHQ�@�$IWHU�FRQVLGHULQJ�WKH�SURSULHW\�RI�RWKHU�DSSURDFKHV��WKH�FRPPLWWHH�GHFLGHG�WR�UHWDLQ�ERWK�PHWKRGV��>�,G��DW�S�����@�
$SSOLFDWLRQ�RI�WKH�*XLGHOLQH�)RUPXOD
2QFH�WKH�WULHU�RI�IDFW�DUULYHV�DW�D�GHFLVLRQ�DERXW�WKH�LQFRPH�DYDLODEOH�WR�RQH�RU�ERWK�SDUHQWV�IRU�FKLOG�VXSSRUW�SXUSRVHV��WKH�SDUWLFXODU�6WDWH
V�JXLGHOLQH�ZLOO�EH�DSSOLHG�WR�SURGXFH�D�EDVLF�FKLOG�VXSSRUW�DZDUG�ILJXUH��7KLV�EDVLF�ILJXUH�LV�WKH�EDVH�DPRXQW�SUHVXPHG�WR�PHHW�WKH�FKLOG
V�SULPDU\�QHHGV��
'HSHQGLQJ�RQ�WKH�JXLGHOLQH�PRGHO��WKH�EDVLF�FKLOG�VXSSRUW�REOLJDWLRQ�PD\�UHSUHVHQW�WKH�DPRXQW�DVVXPHG�WR�EH�SURYLGHG�E\�ERWK�SDUHQWV��7KHUHIRUH��WKLV�REOLJDWLRQ�ZRXOG�EH�DOORFDWHG�EHWZHHQ�WKH�SDUHQWV��DV�DSSURSULDWH�LQ�WKDW�6WDWH��8QGHU�RWKHU�JXLGHOLQH�PRGHOV��DSSOLFDWLRQ�RI�WKH�IRUPXOD�RQO\�UHVXOWV�LQ�WKH�REOLJDWLRQ�RI�WKH�QRQFXVWRGLDO�SDUHQW��,Q�VXFK�FDVHV��WKH�REOLJHH�LV�SUHVXPHG�WR�PDWFK�WKH�REOLJRU
V�FRQWULEXWLRQ�RU�WR�VXSSOHPHQW�LW�LQ�WKH�PDQQHU�QHFHVVDU\�WR�PHHW�WKH�FKLOG
V�EDVLF�QHHGV��
$V�WKH�6WDWHV�UHYLHZHG�WKHLU�JXLGHOLQHV��D�QXPEHU�RI�LVVXHV�DURVH�WKDW�UHODWHG�WR�WKH�JXLGHOLQH�DSSOLFDWLRQ�RU�WKH�IRUPXOD�SKDVH�RI�WKH�SURFHVV��7\SLFDOO\��UHYLHZHUV�GLVFXVVHG�VXFK�PDWWHUV�DV�WKH�SDUWLFXODU�LQFRPH�OHYHOV�WR�ZKLFK�JXLGHOLQHV�DSSO\��ZKHWKHU�WKH�JXLGHOLQHV�ZHUH�DGHTXDWH�JHQHUDOO\�WR�PHHW�FKLOGUHQ
V�EDVLF�QHHGV�DQG�ZKHWKHU�WKLV�ZDV�WUXH�DW�GLIIHUHQW�DJHV��KRZ�JXLGHOLQHV�PDQDJH�YDULRXV�FXVWRG\�DQG�FDUH�VFKHPHV��JXLGHOLQH�WUHDWPHQW�RI�RWKHU�IDPLO\�UHODWHG�VLWXDWLRQV��DQG�ZKHWKHU�FHUWDLQ�LWHPV�VKRXOG�EH�DVVXPHG�LQWR�WKH�EDVLF�FKLOG�VXSSRUW�DPRXQW�FRYHUHG�E\�WKH�JXLGHOLQHV�RU�GHVLJQDWHG�DV�DQ�DGG�RQ�WR�WKH�EDVLF�DZDUG��
$SSOLFDWLRQ�RI�*XLGHOLQHV�WR�6SHFLILF�,QFRPH�/HYHOV
&KLOG�VXSSRUW�JXLGHOLQHV�HVWDEOLVK�SUHVXPSWLYH�DZDUG�DPRXQWV�EDVHG�RQ�WKH�FRPELQHG�LQFRPHV�RI�ERWK�SDUHQWV�RU�WKDW�RI�WKH�REOLJRU�DORQH��$OWKRXJK�WKH�6WDWHV�YDU\�DV�WR�WKH�DSSOLFDEOH�LQFRPH�OHYHOV��JXLGHOLQHV�XVXDOO\�DSSO\�WR�FDVHV�LQ�ZKLFK�WKH�UHOHYDQW�LQFRPH�IDOOV�EHWZHHQ�D�FHUWDLQ�GHVLJQDWHG�IORRU�DQG�FHLOLQJ�DPRXQW��0DQ\�RI�WKH�6WDWH�JXLGHOLQH�UHYLHZV�FRQVLGHUHG�WKH�KDQGOLQJ�RI�FDVHV�ZLWK�ORZ�LQFRPH�REOLJRUV��HVSHFLDOO\�WKRVH�ZKRVH�ILQDQFLDO�UHVRXUFHV�DUH�EHORZ�WKH�IORRU��RU�KLJK�LQFRPH�REOLJRUV�ZKRVH�ILQDQFLDO�UHVRXUFHV�H[FHHG�JXLGHOLQH�FHLOLQJ�DPRXQWV��([DPSOHV�RI�WKH�6WDWH�UHYLHZ�WHDP�WUHDWPHQW�RI�WKHVH�LVVXHV�IROORZ��
/RZ�,QFRPH�2EOLJRUV
6WDWH�JXLGHOLQH�UHYLHZ�PDWHULDOV�LQGLFDWH�WZR�PDMRU�IRFXVHV�UHJDUGLQJ�ORZ�LQFRPH�REOLJRUV������VHOI�VXSSRUW�UHVHUYHV�DQG�����PLQLPXP�VXSSRUW�REOLJDWLRQV��
6HOI�6XSSRUW�5HVHUYHV
6HOI�VXSSRUW�UHVHUYHV�DUH�PHFKDQLVPV�WR�HVWDEOLVK�WKH�PLQLPXP�LQFRPH�DPRXQW�WKDW�REOLJRUV�DUH�SHUPLWWHG�WR�UHWDLQ�EHIRUH�EHLQJ�FKDUJHG�ZLWK�D�FKLOG�VXSSRUW�REOLJDWLRQ��7KLV�HQVXUHV�WKDW�VXSSRUW�DZDUGV�GR�QRW�GHSULYH�WKH�REOLJRU�RI�LQFRPH�IRU�EDVLF�VXEVLVWHQFH��$V�GLVFXVVHG�SUHYLRXVO\��VRPH�6WDWHV�KDYH�LQVWLWXWHG�DERYH�WKH�OLQH��H[SOLFLW��VHOI�VXSSRUW�UHVHUYHV��LQ�WKHVH�6WDWHV��D�UHVHUYH�ILJXUH�LV�GHGXFWHG�IURP�LQFRPH�WR�GHWHUPLQH�KRZ�PXFK�D�SDUHQW�ZLOO�KDYH�IRU�VXSSRUW�SXUSRVHV��>�6HH�SS�����± ����VXSUD��@�,Q�RWKHU�6WDWHV��WKH�UHVHUYH�LV�LPSOLFLW��WKH�JXLGHOLQH�IRUPXOD�RU�WDEOH�LQ�VXFK�D�6WDWH�VLPSO\�ZRXOG�QRW�VHW�VXSSRUW�DZDUGV�IRU�FHUWDLQ�LQFRPHV��,Q�WKH�DOWHUQDWLYH��VXFK�6WDWHV�ZRXOG�HVWDEOLVK�PLQLPXP�DPRXQWV�DW�ORZHU�SHUFHQWDJHV�RU�OHYHOV�WKDQ�DSSOLHG�WR�WKH�FDVHV�RI�SDUHQWV�ZKR�DUH�PRUH�ILQDQFLDOO\�DEOH�WR�SURYLGH�VXSSRUW��
0LVVRXUL
V�UHYLHZHUV�UHFRPPHQGHG�D�ORZ�LQFRPH�VHOI�VXSSRUW�UHVHUYH�E\�RIIHULQJ��D�IL[HG�UDQJH�RI�PRGHVW�VXSSRUW�IRU�SHUVRQV�ZLWK�LQFRPH�DW�RU�EHORZ�WKH�)HGHUDO�SRYHUW\�OHYHO�JXLGHOLQHV���>�0LVVRXUL�5HSRUW��VXSUD���DW�S����@�7KH\�IHOW�WKDW�WKLV�DFWLRQ�ZDV�DQ�DSSURSULDWH�ZD\�WR�SURWHFW�SDUHQWV�LQ�FDVHV�ZKHUH�DQ�DSSOLFDWLRQ�RI�JXLGHOLQHV��SXUVXDQW�WR�WKH�UHJXODU�VFKHGXOH��ZRXOG�MHRSDUGL]H�WKH�SDUHQW
V�DELOLW\�WR�VXUYLYH��$�VHFRQG�UHDVRQ�ZDV�WKDW�WKH�GHYHORSPHQW�RI�D�PHFKDQLVP�IRU��LPSOHPHQWLQJ�D�PRGHVW�FKLOG�VXSSRUW�IRU�SHUVRQV�LQ�WKH�SRYHUW\�RU�H[FHSWLRQDOO\�ORZ�LQFRPH�OHYHO>V@��ZRXOG�HQDEOH�WKH�6WDWH�WR�IL[�VXSSRUW�LQ�D�ODUJH�QXPEHU�RI�FDVHV�ZLWKRXW�KDYLQJ�WR�GHYLDWH�IURP�WKH�FKDUW��>�,G�@�2EOLJRUV�ZLWK�PRQWKO\�LQFRPHV�RI������RU�OHVV�ZHUH�FKDUJHG�ZLWK�����RI�VXSSRUW��ZKLOH�WKRVH�ZLWK�LQFRPHV�EHWZHHQ������DQG������ZHUH�UHVSRQVLEOH�IRU�����PRQWKO\�VXSSRUW�DZDUGV��
)ROORZLQJ�LWV�UHYLHZ��1RUWK�&DUROLQD�DGRSWHG�D�VLPLODU�DSSURDFK�WR�WKH�LVVXH�RI�DZDUGV�IRU�ORZ�LQFRPH�REOLJRUV��7KH�JXLGHOLQHV�QRZ�KDYH�D�EXLOW�LQ�VHOI�VXSSRUW�UHVHUYH��)RU�YHU\�ORZ�LQFRPH�REOLJRUV��GHILQHG�DV�WKRVH�ZLWK�PRQWKO\�DGMXVWHG�JURVV�LQFRPHV�RI�OHVV�WKDQ�������ZKLFK�ZDV�WKH������SRYHUW\�OHYHO�IRU�D�VLQJOH�SHUVRQ���D�PLQLPXP�RI�����SHU�PRQWK�LV�UHTXLUHG�DV�VXSSRUW��XQOHVV�WKH�WULHU�RI�IDFW�DOORZV�D�GHYLDWLRQ��(YHQ�IRU�REOLJRUV�ZLWK�PRQWKO\�LQFRPHV�DERYH�WKH�SRYHUW\�DPRXQW��WKH�JXLGHOLQH�LQFRUSRUDWHV�WKH�UHVHUYH�VR�WKDW�WKH�REOLJRU�LV�DVVXUHG�LQFRPH�RI�OHDVW�DW�WKH�SRYHUW\�OHYHO�DIWHU�WKH�SD\PHQW�RI�FKLOG�VXSSRUW��)LQDOO\��WKH�DPHQGHG�LQFRPH�VKDUHV�JXLGHOLQH�VHHNV�WR�SURWHFW�WKH�VHOI�VXSSRUW�UHVHUYH�DQG�WR�SUHYHQW�GLVSURSRUWLRQDWH�LQFUHDVHV�LQ�FKLOG�VXSSRUW�ZKHQ�WKHUH�DUH�RQO\�PRGHUDWH�LQFRPH�LQFUHDVHV�E\�VHWWLQJ�DVLGH�FHUWDLQ�LQFRPHV�DW�ZKLFK�REOLJRU�LQFRPH�ZLOO�EH�WKH�VROH�GHWHUPLQHU�RI�WKH�VXSSRUW�OHYHO��>�1RUWK�&DUROLQD�&KLOG�6XSSRUW�*XLGHOLQHV�&RPPHQWDU\��2FWREHU�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1RUWK�&DUROLQD�&RPPHQWDU\����6HH�DOVR������6RXWK�&DUROLQD�*XLGHOLQHV��VXSUD���DW�S����@�&RQQHFWLFXW�DOVR�LQFRUSRUDWHG�D�VHOI�VXSSRUW�UHVHUYH�LQWR�LWV�JXLGHOLQHV��$V�SDUW�RI WKH������UHYLHZ��WKH�VHOI�VXSSRUW�ILJXUH�ZDV�VHW�DW������SHU�ZHHN��+RZHYHU�������UHYLHZHUV�FRQFOXGHG�WKDW�WKH�DPRXQW�ZDV��XQUHDOLVWLFDOO\�ORZ�JLYHQ�WKH�FRVWV�DQ�REOLJRU�LQFXUV�LQ�PDLQWDLQLQJ�D�VHSDUDWH�KRXVHKROG���>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD��DW�S��Y�@�,Q�UHVSRQVH��WKH�PLQLPXP�VHOI�VXSSRUW�UHVHUYH�ZDV�UDLVHG�WR������SHU�ZHHN��ZKLFK�ZDV�OHVV�WKDQ�WKH�DPRXQW�SURSRVHG�E\�VRPH�EXW�DSSUR[LPDWHO\�����SHUFHQW�RI�WKH�SRYHUW\�OHYHO�IRU�D�VLQJOH�SHUVRQ��>�,G��@�
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$�VHFRQG�FRQFHUQ�ZDV�UDLVHG�IRU�&RQQHFWLFXW�UHYLHZHUV��D�ORZ�VHOI�VXSSRUW�UHVHUYH�GLPLQLVKHG�WKH�LQFHQWLYH�RI�ORZ�LQFRPH�REOLJRUV�WR�LQFUHDVH�LQFRPH�EHFDXVH�HYHU\WKLQJ�DERYH�WKH������ILJXUH�ZRXOG�EH�FRQVLGHUHG�DYDLODEOH�IRU�XVH�LQ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ��7R�HQFRXUDJH�HDUQLQJ�DPRQJ�WKHVH�REOLJRUV��UHYLHZHUV�RIIHUHG�DQG�WKH�OHJLVODWXUH�DSSURYHG�DQRWKHU�VWUDWHJ\��2EOLJRUV�DW�WKH�WUDQVLWLRQDO�OHYHOV�RI�LQFRPH�ZRXOG�EH�VSDUHG�D�GROODU�IRU�GROODU�LQFUHDVH�LQ�VXSSRUW�RI�WKHLU�DGGLWLRQDO�HDUQLQJV��,QVWHDG��VXSSRUW�ZRXOG�EH�UDLVHG�EDVHG�RQ�D�SHUFHQWDJH RI�WKH�DGGLWLRQDO�LQFRPH�����SHUFHQW�IRU�QHW�ZHHNO\�LQFRPHV�EHWZHHQ������DQG����������SHUFHQW�IRU�WKRVH�EHWZHHQ������DQG�������DQG��� SHUFHQW�IRU�WKRVH�EHWZHHQ������DQG��������>�7KH�JXLGHOLQH�GRHV�QRW�LQGLFDWH�KRZ�WKH�LQWHULP�OHYHOV��H�J��������± �����DQG �����± ������DUH�WR�EH�WUHDWHG�@�7KLV�SKDVH�LQ�KDV�EHHQ�GXEEHG�DQ��HIIHFWLYH�VHOI�VXSSRUW�UHVHUYH��EHFDXVH�LW�DOORZV�ORZHU�LQFRPH�REOLJRUV�WR�UHWDLQ�PRUH�WKDQ�WKH�EDVH������SHU�ZHHN�ZKLOH�VWLOO�SURYLGLQJ�IRU�WKH�FKLOG��>������&RQQHFWLFXW�*XLGHOLQH��VXSUD� DW�SS��Y�± YL�@�
0LQLPXP�6XSSRUW�2EOLJDWLRQ
$�VHFRQG�LVVXH�FRQVLGHUHG�E\�6WDWH�UHYLHZ�WHDPV�ZDV�WKH�PLQLPXP�DPRXQW�RI�FKLOG�VXSSRUW�WKDW�ORZ�LQFRPH�REOLJRUV�VKRXOG�EH�DOORZHG�WR�SD\��0LQLPXP�FKLOG�VXSSRUW�PD\�DULVH�ZKHQ�WKH�1&3
V�LQFRPH�LV�DW�RU�FORVH�WR�WKH�VHOI�VXSSRUW�UHVHUYH�DPRXQW��,Q�6WDWHV�ZLWKRXW�UHVHUYHV��LW�PD\�EH�LPSRVHG�IRU�REOLJRUV�ZKRVH�LQFRPHV�DUH�DW�WKH�IORRU�IRU�DSSOLFDWLRQ�RI�WKH�FKLOG�VXSSRUW�JXLGHOLQH��7\SLFDOO\��WKHVH�DPRXQWV�DUH�QRW�SUHVXPHG�WR�EH�VXIILFLHQW�WR�PHHW�WKH�FKLOG
V�QHHGV��KRZHYHU��WKH\�DUH�LPSRUWDQW�WR�HVWDEOLVK�D�VHQVH�RI�REOLJDWLRQ�RQ�WKH�SDUW�RI�WKH�SDUHQW�DQG�RU�WR�SDUWLDOO\�GHIUD\�WKH�FRVWV�DVVRFLDWHG�ZLWK�FKLOG�UHDULQJ��
)RU�H[DPSOH��1HYDGD�UHYLHZHUV�FRQVLGHUHG�WKH�SURSULHW\�RI�D������PRQWKO\�PLQLPXP�VXSSRUW�DZDUG��7KH�FRPPLWWHH�QRWHG�WKDW�1HYDGD
V�PLQLPXP��������ZDV�DPRQJ�WKH�KLJKHVW�QDWLRQDOO\��PRVW�PLQLPXP�DZDUG�DPRXQWV�ZHUH������DQG�VRPH�ZHUH�DV�ORZ�DV������7KH�FRPPLWWHH�GLG�DFNQRZOHGJH�WKDW�GXH�WR�LQIODWLRQ������LQ������ZDV�IDU�GLIIHUHQW�IURP������LQ�������ZKHQ�WKH�PLQLPXP�ZDV�LQLWLDOO\�VHW��)RU�WKH�IORRU�VXSSRUW�DPRXQW�WR�KDYH�WKH�VDPH�YDOXH�WKDW�LW�GLG�DW�LWV�LQFHSWLRQ��LW�VKRXOG�KDYH�EHHQ�UDLVHG�WR����������7KH�FRPPLWWHH�DOVR�GLVFXVVHG�ZKHWKHU�WKH�6WDWH
V�PLQLPXP�VXSSRUW�REOLJDWLRQ�VKRXOG�EH�EDVHG�RQ�WKH�FKLOG
V�QHHG�RU�WKH�SDUHQW
V�DELOLW\�WR�SD\��7KH�FRQFOXVLRQ�ZDV�WKDW�D�PLQLPXP�ZDV�LPSRVHG�VR�WKDW�DOO�FKLOGUHQ��LUUHVSHFWLYH�RI�SDUHQWDO�DELOLW\�WR�SD\��ZRXOG�KDYH�DW�OHDVW�VRPH�VPDOO�OHYHO�RI�VXSSRUW��+RZHYHU��WKHUH�ZDV�LQVXIILFLHQW�HYLGHQFH�WR�GHWHUPLQH�ZKHWKHU�WKLV�PLQLPXP�DPRXQW�ZDV�HQRXJK�WR�NHHS�FKLOGUHQ�RXW�RI�SRYHUW\��$V�D�UHVXOW�RI�WKLV�GLDORJXH��WKH�UHFRPPHQGDWLRQ�ZDV�WR�PDLQWDLQ�WKH������PLQLPXP��>�1HYDGD�5HSRUW��VXSUD���DW�SS�����± ���@�
,Q�'HODZDUH��WKH�MXGLFLDU\�DPHQGHG�WKH�JXLGHOLQH�WR�SURYLGH�IRU�D�PRQWKO\�PLQLPXP�VXSSRUW�DZDUG�RI��QRW�OHVV�WKDQ��������SHU�FKLOG���>������'HODZDUH�5HSRUW��VXSUD���DW�S�����HPSKDVLV�LQ�RULJLQDO��@�7KH�FRPPLWWHH�VHOHFWHG�WKLV�ILJXUH�EHFDXVH�LW�LV�WKH�SDVV�WKURXJK�DPRXQW�WKDW�)HGHUDO�ODZ�SHUPLWV�DQ�$)'&�IDPLO\�WR�UHFHLYH��$FFRUGLQJO\��WKH�FRPPLWWHH�IHOW�DW�D�PLQLPXP�WKDW�DQ�REOLJRU�ZKRVH�FKLOGUHQ�UHFHLYH�$)'&�VKRXOG�SD\�WKDW�VXP�WKDW�ZRXOG�GLUHFWO\�EHQHILW�KLV�RU�KHU�FKLOGUHQ��)XUWKHUPRUH��EHFDXVH�$)'&�DQG�QRQ�$)'&�FKLOGUHQ�VKRXOG�QRW�EH�WUHDWHG�GLIIHUHQWO\��WKH�VDPH�PLQLPXP�ZRXOG�EH�DSSOLHG�DFURVV�WKH�ERDUG��>�,G���7KLV�PLQLPXP�ZDV�FKDQJHG�WR�D�JUDGXDWHG�VFDOH�E\������UHYLHZHUV��PRQWKO\�ILJXUHV�RI�����IRU�RQH�FKLOG������IRU�WZR�FKLOGUHQ�������IRU�WKUHH�FKLOGUHQ��DQG���� IRU�HDFK�DGGLWLRQDO�FKLOG��5HYLHZHUV�H[SODLQHG�WKH�LQFUHDVH�IURP�����WR�����DV�QHHGHG�WR�PDNH�LW�HDVLO\�GLYLVLEOH�LQWR�ZHHNO\�REOLJDWLRQV��)XUWKHUPRUH��WKH�DPRXQWV�IRU�DGGLWLRQDO�FKLOGUHQ�ZHUH�EDVHG�RQ�D QHZO\�HVWDEOLVKHG�SULPDU\�VXSSRUW�UDWH�VWUXFWXUH�@�
5HYLHZHUV�LQ�2KLR�DOVR�UHFRPPHQGHG�D�����PRQWKO\�PLQLPXP��5HYLHZHUV�SURYLGHG�WKDW�D�FRXUW�FRXOG�HQWHU�D�VPDOOHU�DPRXQW��HYHQ�]HUR�VXSSRUW��LI�ZDUUDQWHG�E\�WKH�IDFWV��VXFK�DV�D�YHULILHG�PHGLFDO�RU�PHQWDO�GLVDELOLW\��,I�D�PLQLPXP�DPRXQW�RI�VXSSRUW�LV�HQWHUHG�IRU�D�SDUHQW�ZKR�LV�D�QHHG�EDVHG�SXEOLF�DVVLVWDQFH�UHFLSLHQW��WKDW�DZDUG�ZRXOG�DFFXPXODWH�DQ�DUUHDUDJH�HDFK�PRQWK��EXW�WKH�FXUUHQW�SD\PHQW�REOLJDWLRQ�ZRXOG�EH�VXVSHQGHG�ZKLOH�WKH�SDUHQW�LV�RQ�SXEOLF�DVVLVWDQFH�DQG�IXOO\�FRPSOLHV�ZLWK�DQ\�VHHN�ZRUN�RUGHUV��7KH�FRPPLWWHH�RIIHUHG�WKLV�JXLGDQFH�LQ�DQ�HIIRUW�WR�HOLPLQDWH�FRQIXVLRQ�IRU�GHFLVLRQPDNHUV�DQG�WR�RIIHU�DVVLVWDQFH�WR�REOLJRUV�ZKR�DFWXDOO\�DUH�XQDEOH�WR�ZRUN�DQG�SURYLGH�VXSSRUW�WR�WKHLU�FKLOGUHQ��>�2KLR�5HSRUW��VXSUD���DW�S�����@�
,OOLQRLV
�FRPPLWWHH�UHFRPPHQGHG�D�PRQWKO\�VXSSRUW�DZDUG�HTXDO�WR�����SHU�PRQWK�RU����SHUFHQW�RI�WKH�REOLJRU
V�LQFRPH��ZKLFKHYHU�LV�ORZHU��7KLV�IORRU�ZRXOG�DSSO\�WR�REOLJRUV�ZKRVH�LQFRPHV�ZHUH�DW�RU�EHORZ�WKH�SRYHUW\�OHYHO�HVWDEOLVKHG�IRU�D�VLQJOH�SHUVRQ��7KH�SURSRVHG�LPSOHPHQWDWLRQ�RI�WKLV�PLQLPXP�ZDV�LQWHUHVWLQJ��5HYLHZHUV�LQ�WKLV�LQFRPH�VKDUHV�6WDWH�GHFLGHG�WKDW�RQO\�WKH�ORZ�LQFRPH�SDUHQW
V�VKDUH�RI�WKH�VXSSRUW�DZDUG�ZRXOG�EH�DIIHFWHG�DQG�RIIHUHG�WKH�IROORZLQJ�H[DPSOH��
)RU�H[DPSOH��LI�WRWDO�SDUHQWDO�LQFRPH�LV�HTXDO�WR��������SHU�PRQWK�ZLWK�RQH�SDUHQW
V�LQFRPH�HTXDO�WR��������DQG�WKH�RWKHU
V�HTXDO�WR�������WKHQ�WKH�ODWWHU�SDUHQW�LV�EHORZ�SRYHUW\�OHYHO�LQFRPH��,I�WKH�JXLGHOLQHV�LQGLFDWH�D�WRWDO�REOLJDWLRQ�RI����SHUFHQW�RI�WKH�FRPELQHG�SDUHQWDO�LQFRPH��WKH�KLJKHU�HDUQLQJ�SDUHQW�ZLOO�EH�REOLJDWHG�WR����SHUFHQW�RI�KLV�KHU�LQFRPH��������>VLF@�SHU�PRQWK��UDWKHU�WKDQ������SHU�PRQWK�ZKLFK�ZRXOG�EH�WKH�GLIIHUHQFH�EHWZHHQ�WKH�ORZHU�HDUQLQJ�SDUHQW
V�����SRYHUW\�OHYHO�REOLJDWLRQ�DQG����SHUFHQW�RI�KLV�KHU�LQFRPH�������SHU�PRQWK���,I�WKH�ORZHU�HDUQLQJ�SDUHQW�LV�DOVR�WKH�FXVWRGLDO�SDUHQW��WKHQ�WKH�FRXUW�ZRXOG�RUGHU�D�FKLOG�VXSSRUW�SD\PHQW�RI������SHU�PRQWK�WR�WKDW�SDUHQW��,I�WKH�VLWXDWLRQ�LV�UHYHUVHG��WKH�FRXUW�ZRXOG�RUGHU�D�FKLOG�VXSSRUW�SD\PHQW�RI�����SHU�PRQWK�WR�WKH�FXVWRGLDO�SDUHQW��>�,OOLQRLV�5HSRUW��VXSUD���DW�SS�����± ���@�
,Q &RORUDGR�WKH�LVVXH�RI�WKH�WUHDWPHQW�RI�ORZ�LQFRPH�REOLJRUV�ZDV�UDLVHG�DV�D�UHVXOW�RI�SXEOLF�WHVWLPRQ\�WKDW�LQ�VRPH�LQVWDQFHV�DQ�XQUHDOLVWLFDOO\�KLJK�OHYHO�RI�VXSSRUW�ZDV�H[SHFWHG�IURP�WKLV�JURXS��$IWHU�VWXG\��WKH�FRPPLVVLRQ�DJUHHG�WKDW�VXSSRUW�DW�WKH�ORZHVW�OHYHOV�ZDV��LQDSSURSULDWHO\�KLJK���7KHUHIRUH��WKH�UHFRPPHQGDWLRQ�ZDV�WR�DGMXVW�WKH�VXSSRUW�WDEOH�DW�WKH�ORZ�OHYHOV�LQ�RUGHU�WR�HDVH�WKH�EXUGHQ��>������&RORUDGR�5HSRUW��VXSUD���DW�SS�����± ���@�$Q�H[DPLQDWLRQ�RI�WKH�JXLGHOLQH�WDEOH�EHIRUH�DQG�DIWHU�WKLV�UHFRPPHQGDWLRQ�GHPRQVWUDWHV�WKDW�WKH�VXSSRUW�DPRXQWV�UHTXLUHG�RI�REOLJRUV�ZLWK�LQFRPHV�OHVV�WKDQ��������SHU�PRQWK�KDG�LQ�IDFW�GHFUHDVHG��>�7KH�WDEOHV�EHJLQV�ZLWK�DQ�LQFRPH�RI������PRQWKO\�@�$PRXQWV�LQ�WKH������WDEOH�GR�QRW�PHHW������OHYHOV�XQWLO�PRQWKO\�LQFRPH�UHDFKHV���������>������&RORUDGR�5HSRUW��VXSUD���DW�SS�����± ���DQG�$SSHQGL[���@�
+LJK�,QFRPH�2EOLJRUV
*XLGHOLQH�WDEOHV�W\SLFDOO\�KDYH�D�FHLOLQJ��L�H���D�VSHFLILF�LQFRPH�OHYHO�RU�DFWXDO�VXSSRUW�OHYHO�EH\RQG�ZKLFK�WKH�IRUPXOD�FHDVHV�WR�DSSO\���:KHQ�D FDVH�SUHVHQWV�LQFRPH�DERYH�WKDW�FHLOLQJ��WKH�HVWDEOLVKPHQW�RI�VXSSRUW�FDQ�EH�WURXEOHVRPH��$V�D�UHVXOW��WKH�WUHDWPHQW�RI�FDVHV�
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ZLWK�LQFRPHV�DW�RU�DERYH�WKH�JXLGHOLQH�FHLOLQJ�ZDV�GLVFXVVHG�E\�D�QXPEHU�RI�UHYLHZ�FRPPLWWHHV��7KH\�DGGUHVVHG�WKH�SURSULHW\�RI�KDYLQJ�DQ\�FHLOLQJ��WKH�DSSURSULDWH�OHYHO�RI�VXFK�D�FHLOLQJ��DQG�ZKHWKHU�DQG�KRZ�VXSSRUW�VKRXOG�EH�VHW�ZKHQ�LQFRPH�H[FHHGV�WKH�6WDWH
V�VHOHFWHG�FHLOLQJ�OHYHO��
7KH�PDWHULDOV�VXPPDUL]LQJ�WKH�1HYDGD�UHYLHZ�FRQWDLQHG�WKH�PRVW�GHWDLOHG�GLVFXVVLRQ�RI�WKH�FHLOLQJ LVVXH��3XUVXDQW�WR�WKH�JXLGHOLQHV�LQ�SODFH�DW�WKH�WLPH�RI�WKH�$XJXVW������UHYLHZ��FKLOG�VXSSRUW�ZRXOG�EH�VHW�DW�D�SHUFHQWDJH�RI�JURVV�PRQWKO\�LQFRPH�EDVHG�RQ�WKH�QXPEHU�RI�FKLOGUHQ�WR�EH�VXSSRUWHG��IRU�LQVWDQFH��LI�WKHUH�ZHUH�RQH�FKLOG�DW�LVVXH��VXSSRUW�ZRXOG�EH�VHW�DW����SHUFHQW�RI�JURVV�PRQWKO\�LQFRPH��5HJDUGOHVV�RI�LQFRPH��KRZHYHU��VXSSRUW�FRXOG�QRW�H[FHHG������SHU�PRQWK�SHU�FKLOG��XQOHVV�WKH�FRXUW�LVVXHG�ILQGLQJV�RI�IDFW�WR�VXSSRUW�WKH�HVWDEOLVKPHQW�RI�D�GLIIHUHQW�VXSSRUW�DPRXQW��>�1HYDGD�5HSRUW��VXSUD��DW�S������FLWLQJ�1HY��5HY��6WDW�����%�����E��@�7KHUHIRUH��HYHQ�LI����SHUFHQW�RI�JURVV�PRQWKO\�LQFRPH�ZDV�PRUH�WKDQ�������VXSSRUW�ZRXOG�EH�VHW�DW������DQG�ZRXOG�EH�SUHVXPHG�WR�PHHW�WKH�FKLOG
V�EDVLF�QHHGV��$�ODUJHU�VXSSRUW�DPRXQW�FRXOG�QRW�EH�VHW�ZLWKRXW�GHWDLOHG�ILQGLQJV�RI�IDFW�E\�WKH�FRXUW��
7KH�FRPPLWWHH�UHDFKHG�D�IHZ�FRQFOXVLRQV�UHJDUGLQJ�WKLV�FDS��7KH\�UHFRJQL]HG�WKDW�D�FHLOLQJ�RI�WKLV�W\SH��KDV�D�GLIIHUHQWLDO�LPSDFW�RQ�SHUVRQV�DW�GLIIHUHQW�LQFRPH�OHYHOV��GHSHQGLQJ�RQ�WKH�QXPEHU�RI�FKLOGUHQ�LQYROYHG���>�1HYDGD�5HSRUW��VXSUD��DW�S�����@�,Q�VXSSRUW�RI�WKLV�DVVHUWLRQ��WKH�FRPPLWWHH�QRWHG�WKDW�DQ�REOLJRU�ZLWK�RQH�FKLOG�ZRXOG�UHDFK�WKH�SHU�FKLOG�FHLOLQJ�DPRXQW�ZLWK�DQ�DQQXDO�LQFRPH�RI����������ZLWK�WZR�FKLOGUHQ�DW����������ZLWK�WKUHH�FKLOGUHQ�DW����������DQG�ZLWK�IRXU�FKLOGUHQ�DW����������7KH�FDS�GLG�QRW�VHHP�WR�DSSO\�WR�REOLJRUV�ZLWK�PRUH�WKDQ�IRXU�FKLOGUHQ��
7KH�FRPPLWWHH�DOVR�QRWHG�WKDW�WKH�FDS�ZDV�QRW�DEVROXWH��$�FKLOG�VXSSRUW�GHFLVLRQPDNHU�FRXOG�RUGHU�DQ�REOLJRU�ZLWK�VXIILFLHQW�LQFRPH�WR�SURYLGH�VXSSRUW�EH\RQG�WKH�DPRXQW�RI�WKH�FDS��5HYLHZHUV�UHDFKHG�D�FRQVHQVXV��KRZHYHU��WKDW�WKH�FHLOLQJ�ZDV�PRVW�RIWHQ�DSSOLHG�LQ�FDVHV�RI�REOLJRUV�ZKRVH�LQFRPHV�ZHUH�QRW�PXFK�KLJKHU�WKDQ�WKH�FXWRII�DPRXQWV�OLVWHG�DERYH��7KH�KLJKHU�WKH�REOLJRU
V�LQFRPH��WKH�PRUH�OLNHO\ LW�ZDV�IRU�WKH�VXSSRUW�RUGHU�WR�EH�LQ�H[FHVV�RI�WKH�SUHVXPSWLYH�FHLOLQJ��>�,G���DW�S�����@�
,W�DSSHDUV�WKDW�WKHUH�ZDV�D�JUHDW�GHDO�RI�GLVFXVVLRQ�DERXW�WKH�SKLORVRSKLFDO�EDVLV�IRU�D�FHLOLQJ��7KH�FRPPLWWHH�UHFRPPHQGHG�WKDW�WKH�OHJLVODWXUH�LVVXH�D�FOHDU�VWDWHPHQW�RI�LQWHQW�LQ�WKLV�UHJDUG��+RZHYHU��LQ�DUULYLQJ�DW�WKLV�SRLQW��UHYLHZHUV�GHEDWHG�ZKHWKHU�WKH�FHLOLQJ�ZDV�HQDFWHG�EHFDXVH�RI�DQ�XQGHUO\LQJ�EHOLHI�WKDW�QR�PRUH�WKDQ������SHU�PRQWK�LV�QHHGHG�WR�PHHW�D�FKLOG
V�EDVLF�QHHGV��7KH\�TXHVWLRQHG�ZKHWKHU�EDVLF�QHHGV�ZHUH�WR�EH�GHILQHG�DV�WKH�SRYHUW\�OHYHO�RU�WKH�VWDQGDUG�RI�OLYLQJ�HQMR\HG�E\�WKH�IDPLO\��8VLQJ�UHFHQW�6WDWH�DGYLVRU\�RSLQLRQV�VLQFH�WKH�OHJLVODWLYH�KLVWRU\�SURYLGHG�QR�JXLGDQFH��PHPEHUV�IHOW�WKDW�WKH�VWDWXWH�ZDV�GHYHORSHG�IURP�D�VWDQGDUG�RI�OLYLQJ�RU�DW�OHDVW�DQ�LQFRPH�VKDULQJ�SHUVSHFWLYH��7KH\�DJUHHG�WKDW�WKHUH�LV�DQ��XQDYRLGDEOH�WHQVLRQ�EHWZHHQ�PDLQWHQDQFH�RI�D�FKLOG
V�VWDQGDUGV�RI�OLYLQJ��RU�DW�OHDVW�LQFRPH�VKDULQJ��RQ�WKH�RQH�KDQG��DQG�DYRLGLQJ�VXEVLGL]DWLRQ�RI�WKH�IRUPHU�VSRXVH�DV�SULPDU\�FXVWRGLDQ�RQ�WKH�RWKHU���1RWZLWKVWDQGLQJ�WKH�WHQVLRQ��D�PDMRULW\�RI�WKH�FRPPLWWHH�IHOW�WKDW�PDNLQJ�WKH�FKLOG�VXIIHU��E\�RUGHULQJ�VXSSRUW�DW�DUWLILFLDOO\�ORZ�OHYHOV�VR�WKDW�D�&3�ZRXOG�QRW�EH�VXEVWDQWLDOO\�VXEVLGL]HG��ZRXOG�GR�PRUH�KDUP�WKDQ�JRRG��
7KHUHIRUH��HYHQ�WKRXJK�FODULW\�IURP�WKH�OHJLVODWXUH�ZDV�VRXJKW��WKH�FRPPLWWHH�UHFRPPHQGHG�WKDW�WKH�FHLOLQJ�HLWKHU�VKRXOG�EH�PRGLILHG�WR��������SHU�PRQWK�SHU�FKLOG�RU�VKRXOG�EH�HOLPLQDWHG��>�,G��DW�SS�����± ���@�7KH�PDWHULDOV�GR�QRW�LQGLFDWH�ZKHWKHU�WKH�OHJLVODWXUH�LPSOHPHQWHG�WKLV�UHFRPPHQGDWLRQ�RU�RIIHUHG�WKH�UHTXHVWHG�JXLGDQFH��
$W�SXEOLF�KHDULQJV�FRQGXFWHG�DV�D�SDUW�RI�WKH�1HZ�+DPSVKLUH�UHYLHZ��D�QXPEHU�RI�FRPPHQWHUV�VSRNH�DERXW�WKH�DSSOLFDWLRQ�RI�JXLGHOLQHV�LQ�KLJK�LQFRPH�FDVHV��GHILQHG�E\�WKH�6WDWH�DV�FDVHV�ZLWK�FRPELQHG�DQQXDO�LQFRPH�RI�PRUH�WKDQ������������ Â7KH�VXSSRUW�RUGHUV�LQ�WKHVH�FDVHV�ZHUH�IDU�JUHDWHU�WKDQ�WKH�DPRXQW�QHHGHG�WR�UHDVRQDEO\�VXSSRUW�D�FKLOG��� Â6XFK�VXEVWDQWLDO�DZDUGV�ZHUH�DQ�LQFHQWLYH�IRU�&3V�WR�GLYRUFH�WKH�REOLJRU�VLQFH�WKH\�SURYLGHG�GH�IDFWR�DOLPRQ\��� Â$ZDUGV�WKDW�H[FHHG�WKH�DPRXQW�QHFHVVDU\�WR�DGHTXDWHO\�FDUH�IRU�WKH�FKLOGUHQ�UHVXOW�LQ��DQ�DEULGJHPHQW�RI�WKH�SHUVRQDO�OLEHUW\�RI�WKH�SDUHQWV�DQG�D�MXGJPHQW�WKDW�FKLOGUHQ�DUH�HQWLWOHG�WR�VKDUH�LQ�WKH�ZHDOWK�RI�WKHLU�SDUHQWV���>�1HZ�+DPSVKLUH�5HSRUW��VXSUD��DW�S�����@�
'HVSLWH�WKH�OHYHO�RI�REOLJRU�FRQFHUQ��WKH�FRPPLWWHH�UHSRUW�RQO\�RIIHUV�D�VXJJHVWLRQ�WKDW�WKHUH�PD\�E\�D�QHHG�WR�IXUWKHU�GHILQH�KLJK�LQFRPH�EHFDXVH�RI�DQ�LQHTXLWDEOH�DSSOLFDWLRQ�RI�JXLGHOLQHV�LQ�FDVHV�RI�VLPLODUO\�VLWXDWHG�IDPLOLHV��>�,G��DW�S�����@�
$�QXPEHU�RI�6WDWHV��ZLWK�YDU\LQJ�GHJUHHV�RI�GLVFXVVLRQ��UHSRUWHG�WKDW�WKHLU�UHYLHZ�FRPPLWWHHV�UHFRPPHQGHG�DQ�LQFUHDVH�LQ�WKH�JXLGHOLQH�FHLOLQJ�DPRXQWV�LQ�RUGHU�WR�KDYH�WKH�VXSSRUW�VFKHGXOH�DSSO\�WR�ODUJHU�VHJPHQWV�RI�WKH�SRSXODWLRQ��1HEUDVND�PRYHG�LWV�XSSHU�LQFRPH�OLPLW�IURP��������WR��������SHU�PRQWK��>�/HWWHU�IURP�-RH�6WHHOH��1HEUDVND�6WDWH�&RXUW�$GPLQLVWUDWLRQ��WR�0DU\�$QQ�0LOOHU��'HSDUWPHQW�RI�6RFLDO�6HUYLFHV�&KLOG�6XSSRUW�(QIRUFHPHQW��-DQXDU\������������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���1HEUDVND�/HWWHU���@�,Q������+DZDLL�H[WHQGHG�LWV�7DEOH�RI�1HW�,QFRPHV�IURP�D�PD[LPXP�JURVV�RI��������WR����������>������+DZDLL�*XLGHOLQH��VXSUD��DW�S����@�$IWHU�UHYLHZV��ERWK�0LVVRXUL�DQG�5KRGH�,VODQG�LQFUHDVHG�WKHLU�FHLOLQJV�WR���������SHU�PRQWK��>�5HSRUW�DQG�5HFRPPHQGDWLRQV�RI�WKH�$G�+RF�&RPPLWWHH�WR�5HYLHZ�&KLOG�6XSSRUW�*XLGHOLQHV��0LVVRXUL���XQGDWHG���SS����± ���KHUHDIWHU�UHIHUUHG�WR�DV�WKH���0LVVRXUL�5HSRUW�����/HWWHU�IURP�5RQDOG�$��/HEHO��'HSDUWPHQW�RI�+XPDQ�6HUYLFHV�2IILFH�RI�/HJDO�6HUYLFHV��WR�-HUHPLDK�6��-HUHPLDK��-U���5KRGH�,VODQG�)DPLO\�&RXUW��-DQXDU\������������SS����± ���KHUHDIWHU�UHIHUUHG�WR�DV�WKH���5KRGH�,VODQG�/HWWHU���@�7KH�FDS�ZDV�DOWHUHG�WZLFH�LQ�&RQQHFWLFXW��,Q�������GXH�WR�FRPPLWWHH�UHFRJQLWLRQ�WKDW�WKH�6WDWH
V������FRPELQHG�PRQWKO\ LQFRPH�FDS�ZDV�WKH�ORZHVW�LQ�WKH�1DWLRQ��WKH�FHLOLQJ�ZDV�UDLVHG�WR��������DQG�ZDV�LQFUHDVHG�WR��������LQ������>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD��DW�S����������&RQQHFWLFXW�*XLGHOLQHV��VXSUD��DW�S��YLL��6XSSRUW�IRU�FDVHV�ZLWK�LQFRPHV�DERYH�WKH�FDS�ZRXOG�EH�GHWHUPLQHG�RQ�D�FDVH�E\�FDVH�EDVLV�@�7KH�2KLR�FDS�PRYHG�IURP����������WR����������DQQXDOO\��KRZHYHU��UHYLHZHUV�UHMHFWHG�D�VXJJHVWLRQ�WR�H[WHQG�WKH�JXLGHOLQH�WDEOH�EH\RQG�WKDW�DPRXQW�GXH�WR�D�FRQFHUQ�RYHU�VWDWLVWLFDO�YDOLGLW\��>�2KLR�5HSRUW��VXSUD��DW�SS����DQG���@�$V�D�SDUW�RI�LWV������UHYLHZ��&RORUDGR
V�WHDP�QRWHG�WKDW�WKH�WULHUV�RI�IDFW�PD\�VHW�FKLOG�VXSSRUW�RQ�D FDVH�E\�FDVH�EDVLV�LQ�FDVHV�ZLWK�PRQWKO\�LQFRPHV�PRUH�WKDQ����������$OWKRXJK�IHZ�IDPLOLHV�ZRXOG�IDOO�LQWR�WKLV�FDWHJRU\��UHYLHZHUV�UHFRJQL]HG WKDW�WKH�GHWHUPLQDWLRQ�RI�VXSSRUW�LQ�WKHVH�FDVHV�ZRXOG�PHDQ�OHQJWK\�OLWLJDWLRQ�DQG�WKH�FRQVXPSWLRQ�RI�VLJQLILFDQW�MXGLFLDO�UHVRXUFHV²WKH�YHU\�LWHPV�WKH�JXLGHOLQHV�ZHUH�LQWHQGHG�WR�VDYH��$FFRUGLQJO\��WKH\�UHFRPPHQGHG�VWXG\LQJ�ZD\V�WR�HDVH�WKH�EXUGHQ�RQ�FRXUWV�DQG�WR�HQFRXUDJH�VHWWOHPHQW�LQ�WKH�DUHD��>������&RORUDGR�5HSRUW��VXSUD���DW�S�����@�7KH�IROORZLQJ�\HDU��UHYLHZHUV�UHFRPPHQGHG�DQ�H[WHQVLRQ�RI�WKH�JXLGHOLQH�WDEOH�WR�HQFRPSDVV�FRPELQHG�WRWDO�SDUHQWDO�LQFRPHV�RI���������SHU�PRQWK��>������&RORUDGR�5HSRUW� VXSUD��DW�S�����@�7KH�2FWREHU������JXLGHOLQHV�UHIOHFW�WKLV�FKDQJH��$FFRUGLQJ�WR�8WDK
V�
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FRPPLWWHH��FRXUWV�VKRXOG�KDYH�GLVFUHWLRQ�WR�GHFLGH�VXSSRUW�LQ�FDVHV�ZLWK�FRPELQHG�DQQXDO�LQFRPHV�DERYH����������,Q�VXFK�FDVHV��KRZHYHU��WKH�VXSSRUW�DPRXQW�VKRXOG�EH�QR�OHVV�WKDQ�WKH�JXLGHOLQH�DZDUG�WKDW�ZRXOG�KDYH�EHHQ�PDGH�DW�WKH���������FHLOLQJ��XQOHVV�WKHUH�LV�HYLGHQFH�WR�WKH�FRQWUDU\��>�8WDK�5HSRUW��VXSUD���DW�S����@�,Q�7HQQHVVHH��WKH�LVVXH�ZDV�QRW�WKH�FHLOLQJ�OHYHO�EXW�KRZ�LW�VKRXOG�EH�SDLG��5HYLHZHUV�VXJJHVWHG�WKDW REOLJRUV�HDUQLQJ�PRUH�WKDQ��������SHU�PRQWK�VKRXOG�EH�DOORZHG�WR�PDNH�DOWHUQDWLYH�SD\PHQWV�IRU�DQ\�VXSSRUW�RUGHUHG�GXH�WR�LQFRPH�RYHU�WKDW�FHLOLQJ�DPRXQW��+HQFH��DQ�REOLJRU�ZRXOG�KDYH�WR�SD\�VXSSRUW�GXH�RQ�WKH�ILUVW��������RI�LQFRPH�WR�WKH�REOLJHH��EXW�VXSSRUW�EDVHG�RQ�WKH�H[FHVV�FRXOG�EH�SDLG�LQWR�DQ�HGXFDWLRQ�RU�RWKHU�WUXVW�IRU�WKH�FKLOG
V�EHQHILW��>�7HQQHVVHH�5XOHPDNLQJ�+HDULQJ�5XOHV��VXSUD���DW�S����@�,OOLQRLV
�H[SHUW�VHW�RXW�IRU�WKH�UHYLHZ�FRPPLWWHH�IRXU�SRWHQWLDO�PHWKRGV�RI�WUHDWLQJ�FKLOG�VXSSRUW�LQ�KLJK�LQFRPH�FDVHV��>�,OOLQRLV�5HSRUW��VXSUD���DW�S�����@�� Â$Q�DEVROXWH�FHLOLQJ�DPRXQW�FRXOG�EH�VHW��)RU�H[DPSOH��LI�WKH�JXLGHOLQH�FHLOLQJ�ZHUH�VHW�DW����������RI�DQQXDO�LQFRPH��SDUHQWV�ZLWK�KLJKHU�LQFRPHV�ZRXOG�EH�REOLJDWHG�IRU�PRUH�VXSSRUW�WKDQ�WKH�DPRXQW�HVWDEOLVKHG�IRU�WKH����������OHYHO��� Â$�IOH[LEOH�FHLOLQJ�DPRXQW�FRXOG�EH�VHW��8QGHU�WKLV�DOWHUQDWLYH��JXLGHOLQH�DSSOLFDWLRQ�FRXOG�HQG�DW����������RU�VRPH�RWKHU�OHYHO��,Q�FDVHV�ZLWK�LQFRPHV�DERYH�WKDW�DPRXQW��WKH�DGGLWLRQDO�FKLOG�VXSSRUW�REOLJDWLRQ�ZRXOG�EH�OHIW�WR�WKH�GHFLVLRQPDNHU
V�GLVFUHWLRQ��� Â7KH�JXLGHOLQH�FRXOG�EH�H[WHQGHG�WR�DOO�LQFRPH�OHYHOV��>�7KH�UHSRUW�UHIHUHQFHV�,OOLQRLV�FDVH�ODZ��LQ�UH�0DUULDJH�RI�%XVK���ZKLFK�LQGLFDWHV�WKDW�LQ�KLJK�LQFRPH�IDPLOLHV�D�VWULFW�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�PD\�UHVXOW�LQ�DQ�XQMXVWLILHG�ZLQGIDOO�WR�WKH�FXVWRGLDO�SDUHQW�DQG�WKDW�KRXVHKROG�@�� Â7KH�JXLGHOLQH�FRXOG�DSSO\��DV�LQ�WKH�DOWHUQDWLYH�DERYH��+RZHYHU��DQ�DGMXVWPHQW�FRXOG�EH�PDGH�WR�WKH�GLVWULEXWLRQ�RI�WKH�DZDUG��SDUW�ZRXOG�EH�SDLG�WR�WKH�FKLOG�DQG�SDUW�WR�D�WUXVW�IXQG�RU�VDYLQJV�DFFRXQW�IRU�VSHFLILF�IXWXUH�H[SHQVHV��VXFK�DV�SRVWVHFRQGDU\�HGXFDWLRQ��>�$�EHQHILW�RI�WKLV�PHWKRG�ZDV�WKDW�LW�DIIRUGHG�WKH�QRQFXVWRGLDO�SDUHQW�VRPH�PRGLFXP�RI�FRQWURO�RYHU�WKH�FKLOG
V�H[SHQGLWXUHV�@�
7KH�FRPPLWWHH�IRXQG�LQVXIILFLHQW�GDWD WR�GHWHUPLQH�ZKHWKHU�IODW�SHUFHQWDJH�JXLGHOLQHV��VXFK�DV�WKRVH�SURYLGHG�LQ�WKH�WKLUG�DQG�IRXUWK�RSWLRQV�DERYH��SURYLGH�DFFXUDWH�OHYHOV�RI�VXSSRUW��2Q�WKH�RWKHU�KDQG��PHPEHUV�QRWHG�WKHLU�GLVFXVVLRQV�ZLWK�,9�'�DWWRUQH\V�\LHOGHG�LQIRUPDWLRQ�WKDW�GHFLVLRQPDNHUV��HYHQ�ZKHQ�QR�IRUPDO�FDS�H[LVWV��WHQG�WR�FUHDWH�RQH�RQ�WKHLU�RZQ��0RUHRYHU��WKHVH�LQIRUPDO�FHLOLQJV�W\SLFDOO\�DUH�VHW�DW�ORZHU�OHYHOV�WKDQ�WKH�FRPPLWWHH�ZRXOG�HQGRUVH��>�,OOLQRLV�5HSRUW��VXSUD���DW�S�����@�
*LYHQ�WKLV�LQIRUPDWLRQ��WKH�FRPPLWWHH�GHFLGHG WR�LPSRVH�D�FDS�DQG�WR�VHW�LW�DW�D�KLJKHU�OHYHO�WKDQ�WKRVH�WKDW�ZHUH�MXGLFLDOO\�LPSRVHG��7KH�SURSRVHG�FHLOLQJ�ZDV����������RI�DGMXVWHG�JURVV�LQFRPH��%H\RQG�WKDW�OHYHO��WKH�GHFLVLRQPDNHU
V�GLVFUHWLRQ�ZRXOG�DSSO\��>�7KH�FRPPLWWHH�H[SUHVVHG�FRQFHUQ�WKDW�UHFHQW�)HGHUDO�UHJXODWLRQV�PD\�SUHFOXGH�FDSV�IRU�DQ\�LQFRPH�OHYHO��7KH\�UHFRPPHQGHG�WKDW�LI�FDSV�LQGHHG�DUH�WR�EH�SURKLELWHG��WKHUH�ZRXOG�QHHG�WR�EH�H[SOLFLW�VWDWXWRU\�ODQJXDJH�WR�WKLV�HIIHFW�VR�WKDW�WKHUH�ZRXOG�QRW�EH�D�UHOLDQFH�RQ�LQIRUPDO�FDSV�@�
7KH�&KLOG
V�1HHG�DV�D *XLGHOLQH�&DOFXODWLRQ�)DFWRU
$�IHZ�6WDWH�UHYLHZV�JUDSSOHG�ZLWK�WKH�JHQHUDO�LVVXH�RI�KRZ�HDFK�FKLOG
V�QHHG�VKRXOG�EH�UHIOHFWHG�LQ�WKH�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH��$OWKRXJK�FORVHO\�UHODWHG�WR�WKH�GLVFXVVLRQ�RI�FKLOG�UHDULQJ�FRVWV��WKH�WZR�VKRXOG�QRW�EH�FRQIXVHG��>�6HH�SS����± ����VXSUD��@�([DPLQDWLRQV�RI�FKLOG�UHDULQJ�FRVWV�ZHUH�XQGHUWDNHQ�WR�HVWDEOLVK�ZKHWKHU�D�6WDWH
V�JXLGHOLQH�DZDUGV�ZHUH�VXIILFLHQW�RYHUDOO�WR�VXSSRUW�FKLOGUHQ��$OWHUQDWLYHO\��WKHUH�DOVR�LV�D�TXHVWLRQ�DERXW�ZKHWKHU�WKH�FKLOG
V�SDUWLFXODU�QHHG�VKRXOG�EH�FRQVLGHUHG�GXULQJ�WKH�FDOFXODWLRQ�RI�VXSSRUW�XQGHU�WKH�JXLGHOLQHV��
,Q�DGGLWLRQ�WR�VHSDUDWH�QHHG�EDVHG�FRQVLGHUDWLRQV��D�VHFRQG�PDWWHU�ZDV�SUHVHQWHG�E\�VRPH�UHYLHZ�FRPPLWWHHV��7KHUH�ZDV�D�VXJJHVWLRQ�LQ�VRPH�6WDWHV�WKDW�LW�PLJKW�EH�DSSURSULDWH�WR�KDYH�GLIIHUHQW�JXLGHOLQH�WDEOHV�RU�FDOFXODWLRQV�IRU�FKLOGUHQ�RI�GLIIHUHQW�DJHV��,Q�WKDW�ZD\��DZDUGV�ZRXOG�EH�PRUH�UHIOHFWLYH�RI�WKH�QHHGV�RI�FKLOGUHQ�DW�GLIIHUHQW�DJHV��5HYLHZ�FRPPLWWHH�GLVFXVVLRQV�DERXW�ERWK�LVVXHV�IROORZ��
*HQHUDO�1HHGV
$V�VWDWHG�DERYH��D�IHZ�UHYLHZ�WHDPV�GHEDWHG�ZKHWKHU�DQG�KRZ�D�6WDWH
V�JXLGHOLQH�FDOFXODWLRQ�VKRXOG�LQFRUSRUDWH�FKLOGUHQ
V�EDVLF�QHHGV��1HHG�ZDV�QDWXUDOO\�DQ�LVVXH�IRU�0HOVRQ�6WDWHV�VXFK�DV�'HODZDUH�DQG�+DZDLL�EHFDXVH�WKDW�JXLGHOLQH�PRGHO�PDNHV�FKLOGUHQ
V�QHHGV�D�SDUW�RI�WKH�VXSSRUW�FDOFXODWLRQ��+RZHYHU��,GDKR�PDWHULDOV�UHIOHFWHG�D�GLVFXVVLRQ�RI�QHHG��HYHQ�WKRXJK�WKDW�6WDWH�XVHV�D�SHUFHQWDJH�RI�LQFRPH�JXLGHOLQH��
)URP�WKH�LQFHSWLRQ�RI�JXLGHOLQHV�LQ�+DZDLL��WKH�XQGHUO\LQJ�QRWLRQ�KDV�EHHQ�WKDW�WKH\�DUH�WR�EH�FKLOG�FHQWHUHG��,Q�IDFW��WKDW�SULQFLSOH�LV�SURPLQHQWO\�SRVLWLRQHG�LQ�WKH�JXLGHOLQH�VWDWXWH��
8QWLO�WKH�EDVLF�QHHGV�RI�FKLOGUHQ�DUH�PHW��SDUHQWV�VKRXOG�QRW�EH�SHUPLWWHG�WR�UHWDLQ�DQ\�PRUH�LQFRPH�WKDQ�WKDW�UHTXLUHG�WR�SURYLGH�WKH�EDUH�QHFHVVLWLHV�IRU�WKHLU�RZQ�VHOI�VXSSRUW����:KHUH�LQFRPH�LV�VXIILFLHQW�WR�FRYHU�WKH�EDVLF�QHHGV�RI�WKH�SDUHQWV�DQG�DOO�GHSHQGHQWV��FKLOGUHQ�DUH�HQWLWOHG�WR�VKDUH�LQ�DQ\�DGGLWLRQDO�LQFRPH�VR�WKDW�WKH\�FDQ�EHQHILW�IURP�WKH�DEVHQW�SDUHQW
V�KLJKHU�VWDQGDUG�RI�OLYLQJ��>������+DZDLL�*XLGHOLQHV��VXSUD���DW�S�����IRRWQRWH�RPLWWHG��@�
$FFRUGLQJO\��DIWHU�WKH�GHWHUPLQDWLRQ�RI�WKH�REOLJRU
V�DYDLODEOH�LQFRPH��DQ�DPRXQW�LV�VHW�DVLGH�WR�FRYHU�WKH�SULPDU\�FKLOG�VXSSRUW�QHHG�RI�WKH�FKLOG�DW�LVVXH��7KH�JXLGHOLQH�LWVHOI�VHWV�IRUWK�EDVLF�FKLOG VXSSRUW�REOLJDWLRQV�IRU�KRXVHKROGV�ZLWK�GLIIHUHQW�QXPEHUV�RI�FKLOGUHQ��)RU�H[DPSOH��LQ�WKDW�RULJLQDO�JXLGHOLQH��WKH�EDVLF�QHHG�IRU�WKH�ILUVW�FKLOG�ZDV�VHW�DW������SHU�PRQWK��DQ�DGGLWLRQDO������SHU�PRQWK�ZRXOG�EH�DGGHG�IRU�WKH�VHFRQG�DQG�WKLUG�FKLOGUHQ��DQG������SHU�PRQWK�ZRXOG�EH�DGGHG�IRU�HDFK�VXEVHTXHQW�FKLOG��>�,G��DW�S�����7KH�SULPDU\�FKLOG�VXSSRUW�QHHG�IRU�HDFK�FKLOG�ZDV�VHW�E\�ILUVW�GHWHUPLQLQJ�WKDW�FKLOG
V�UDQN�LQ�WKH�FXVWRGLDO�SDUHQW
V�KRXVHKROG�DQG�DSSO\LQJ�WKH�ILJXUHV�QRWHG�LQ�WKH�WH[W�@�
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$IWHU�UHYLHZ��WKH������+DZDLL�JXLGHOLQHV�HQGHG�WKH�SUDFWLFH�RI�VHWWLQJ�D�FKLOG
V�SULPDU\�QHHG�DFFRUGLQJ�WR�SODFHPHQW�LQ�WKH�FXVWRGLDQ
V�KRXVHKROG��,QVWHDG��HDFK�SHUVRQ
V�EDVLF�QHHGV�ZHUH�HVWLPDWHG�DW�������URXJKO\�WKH������)HGHUDO�SRYHUW\�OHYHO�HVWLPDWH�IRU�DGGLWLRQDO�KRXVHKROG�PHPEHUV��>�0HPRUDQGXP�WR������+DZDLL�*XLGHOLQHV��S����������+DZDLL�*XLGHOLQHV��VXSUD��DW�S����@�
'HODZDUH
V�UHYLHZHUV�UHFRPPHQGHG�VLPLODU�FKDQJHV�WR�WKDW�6WDWH
V�JXLGHOLQH��
>)@RFXVLQJ�RQ�FKLOGUHQ��WKH�FXUUHQW�IRUPXOD�ZDV�PRGLILHG��VHWWLQJ�WKH�SULPDU\�VXSSRUW�QHHGV�RI�WKRVH�ZKRVH�VXSSRUW�LV�DW�LVVXH��5DWKHU�WKDQ�DVVLJQ�QHHG�EDVHG�RQ�WKH�UDQN�RI�FKLOGUHQ�ZLWKLQ�D�KRXVHKROG�DQG�WKHUHE\�YDU\LQJ�WKH�ILJXUH�EDVHG�RQ�WKH�SUHVHQFH�RI�ROGHU��XQUHODWHG�FKLOGUHQ�DQG�RU�VSRXVH�RU�FRKDELWRU��WKH�SULPDU\�VXSSRUW�QHHG�LV�WR�EH�DVFHUWDLQHG�EDVHG�VROHO\�RQ�WKH�QXPEHU�RI�FKLOGUHQ�WR�ZKRP�WKH�SDUHQWV�RZH�D�MRLQW�OHJDO�UHVSRQVLELOLW\��>������'HODZDUH�5HSRUW��VXSUD��DW�S����@�
7KHUHIRUH��D�IDPLO\�ZLWK�RQH�FKLOG�ZRXOG�KDYH�D�SULPDU\�QHHG�RI�������DQ�DGGLWLRQDO������ZRXOG�EH�DGGHG�SHU�FKLOG�IRU�IDPLOLHV�ZLWK�WZR�RU�WKUHH�FKLOGUHQ��DQG�DQ DGGLWLRQDO������SHU�FKLOG�ZRXOG�EH�DGGHG�IRU�IDPLOLHV�ZLWK�IRXU�RU�PRUH�FKLOGUHQ��>�,G��@�7KH�MXGLFLDU\�PDGH�IXUWKHU�DGMXVWPHQWV�LQ������VR�WKDW��DOO�FKLOGUHQ
V�QHHGV�>ZRXOG�EH WUHDWHG@�LQ�D�PRUH�HTXLWDEOH�IDVKLRQ��ZKLOH�FUHDWLQJ�DQ�HFRQRPLFDOO\�VRXQG�UHJUHVVLYH�UDWH�VWUXFWXUH�FRQVLGHULQJ�WKH�QHHGV�RI�FKLOGUHQ�DQG�WKH�SDUHQWV
�LQFRPH���>������'HODZDUH�5HSRUW��VXSUD��DW�S����@�0RQWKO\�DOORZDQFHV�ZHUH�DGRSWHG�������IRU�RQH�FKLOG�������IRU�WZR�������IRU�WKUHH��DQG������IRU�HDFK�DGGLWLRQDO�FKLOG��
5HYLHZHUV�LQ�,GDKR�ZHUH�FKDOOHQJHG�E\�UHYLHZHUV�WR�H[DPLQH�WKH�QHHGV�RI�FKLOGUHQ��QRW�MXVW�WKH�LQFRPHV�RI�WKH�SDUWLHV��DV�WKH�GHWHUPLQLQJ�IDFWRU�LQ�WKH�VXSSRUW�FDOFXODWLRQ��7KH�PDWHULDOV�UHSRUW�D�OHQJWK\�GLVFXVVLRQ��DIWHU�ZKLFK�WKH�UHYLHZ�WHDP�FRQFOXGHG�WKDW�LW�ZRXOG�EH�LPSRVVLEOH�WR�FRPSXWH�WKH�QHHGV�RI�FKLOGUHQ�RQ�D�FDVH�E\�FDVH�EDVLV��7KHUHIRUH��D�JXLGHOLQH��EDVHG�RQ�WKH�LQFRPHV�RI�WKH�SDUWLHV��ZRXOG�EH�WKH�RQO\�SUDFWLFDO�ZD\�WR�FDOFXODWH�VXSSRUW��H[FHSW�LQ�XQXVXDO�FDVHV�ZLWK�VSHFLILF�IDFWV�WKDW�FDOOHG�IRU�D�GHYLDWLRQ��>�,GDKR�0LQXWHV��VXSUD��DW�SS����± ��@�
$JH�DV�D�'HWHUPLQHU�RI�1HHG
7KH�UHYLHZ�WHDPV�LQ�VHYHUDO�6WDWHV�FRQVLGHUHG�ZKHWKHU�WKH�DJH�RI�WKH�FKLOG�VKRXOG�KDYH�DQ\�EHDULQJ�RQ WKH�OHYHO�RI�VXSSRUW�DZDUGHG�XQGHU�WKH�JXLGHOLQHV��6WDWHV�DSSURDFKHG��DJH�DV�D�GHWHUPLQHU��LQ�GLIIHUHQW�ZD\V�DQG�UHDFKHG�GLIIHUHQW�FRQFOXVLRQV��)RU�H[DPSOH��:HVW�9LUJLQLD
V�PDWHULDOV�LQGLFDWH�WKDW�WKHUH�ZDV�D�SURSRVDO�IRU�DJH�EDVHG�PRGLILFDWLRQV�WR�WKH�JXLGHOLQHV�IROORZLQJ�WKDW�6WDWH
V�UHYLHZ��3ULRU�WR�WKH�UHYLHZ��:HVW�9LUJLQLD
V�JXLGHOLQH�HVWDEOLVKHG�WKH�FKLOG
V�SULPDU\�QHHG�EDVHG�RQ�UDQN�LQ�WKH�FXVWRGLDQ
V�KRXVHKROG��>�)RU�IXUWKHU�GLVFXVVLRQ�RI�SULPDU\�FKLOG�VXSSRUW�QHHG��VHH�SS�����± ����VXSUD��@�7KH�UHFRPPHQGDWLRQ�RI�UHYLHZHUV��KRZHYHU��ZDV�WR�FRQYHUW�WKH�SULPDU\�QHHG�WR�DQ�DJH�EDVHG�IDFWRU��7KH\�SURSRVHG�WKDW�D�FKLOG�DJH����RU�ROGHU�VKRXOG�KDYH������SHU�PRQWK�WR�VDWLVI\�SULPDU\�QHHGV��WKRVH�EHWZHHQ�DJHV���DQG����ZRXOG�QHHG������SHU�PRQWK��DQG�WKRVH�XS�WR�DJH���ZRXOG�JHW������SHU�PRQWK��>�:HVW�9LUJLQLD�3URSRVHG�*XLGHOLQHV��VXSUD��DW�S����@�7KH�6WDWH
V�OHJLVODWXUH�YRWHG�WR�WDEOH�DOO�SURSRVHG�FKDQJHV�LQGHILQLWHO\��>�/HWWHU�IURP�5��-HIIUH\�-RKQVRQ��:HVW�9LUJLQLD�&KLOG�$GYRFDWH�2IILFH��WR�0DUJDUHW�&DPSEHOO�+D\QHV��$%$��'HFHPEHU������������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���:HVW�9LUJLQLD�/HWWHU���@�$W�WKH�WLPH�RI�LWV�ILUVW�UHSRUWHG�UHYLHZ��&RQQHFWLFXW
V�JXLGHOLQH�KDG�WKUHH�DJH�EUDFNHWV��L�H���DJHV��±����±����DQG���±�����5HYLHZHUV�FRPPHQWHG�WKDW��>W@KLV�FRQFHSW�>ZDV@�UHIOHFWLYH�RI�WKH�HFRQRPLF�IDFW�WKDW�DV�FKLOGUHQ�JHW�ROGHU��D�JUHDWHU�SHUFHQWDJH�RI�IDPLO\�LQFRPH�LV�JHQHUDOO\�VSHQW�RQ�WKHP���>������&RQQHFWLFXW�*XLGHOLQH��VXSUD��DW�S����@�7KH�JURXS
V�UHFRPPHQGDWLRQ�ZDV�WR�UHGXFH�WKH�WDEOH�WR�WZR�DJH�UDQJHV���±���DQG���±����&RQQHFWLFXW
V�UHYLHZHUV�FLWHG�WKH�IROORZLQJ�UHDVRQV�IRU�WKLV�UHFRPPHQGDWLRQ��� Â([SHQVHV�IRU�FKLOGUHQ�EHWZHHQ�ELUWK�DQG�DJH����ZHUH�QRW�VXIILFLHQWO\�GLIIHUHQW�WR�MXVWLI\�VHSDUDWH�FDOFXODWLRQV��� Â*XLGHOLQHV�VKRXOG�EH�DV�VLPSOH�DV�SRVVLEOH�WR�XQGHUVWDQG�DQG�WR�DGPLQLVWHU��� Â2WKHU�6WDWHV�KDYH�IRXQG�VXFFHVV�ZLWK�D�WZR�EUDFNHW�DSSURDFK��DQG�� Â(FRQRPLF�GDWD�LQGLFDWHV�WKDW�FKLOG�UHDULQJ�GLIIHUHQWLDOV�GR�QRW�EHFRPH�HYLGHQW�XQWLO�FKLOGUHQ�UHDFK�DSSUR[LPDWHO\�DJH�����
7R�FROODSVH�WKH�WKUHH�DJH�EUDFNHWV�LQWR�WZR��UHYLHZHUV�UHFRPPHQGHG�DSSO\LQJ�WKH�ILJXUHV�IRUPHUO\�XVHG�IRU�WKH�IRUPHU�PLGGOH�FDWHJRU\��L�H���DJHV��±����WR�WKH�\RXQJHU�JURXSLQJ��>�,G��@�%\�������KRZHYHU��&RQQHFWLFXW�GHFLGHG�WR�HOLPLQDWH�DJH�EDVHG�FDOFXODWLRQV�RI�VXSSRUW�HQWLUHO\��7KH�QHZ�JXLGHOLQHV�WRRN�LQWR�WKH�FRQVLGHUDWLRQ�WKH�FRVW�RI�UDLVLQJ�D�FKLOG�WKURXJKRXW�PLQRULW\�DQG�LQFRUSRUDWHG�DYHUDJH�FRVWV�LQWR�WKH�JXLGHOLQHV��$V�WKH������UHSRUW�VWDWHV��UHYLHZHUV�PDGH�WKH�FKRLFH��WR�VLPSOLI\�XVH�RI�WKH�JXLGHOLQHV�DQG�>WR@�PDNH�WKHP�PRUH�FRQVLVWHQW�ZLWK�WKH�PDMRULW\�RI�LQFRPH�VKDUHV�6WDWHV���>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD��DW�S��YLL�@�
2KLR�UHYLHZHUV�GLVFXVVHG�DJH�GLIIHUHQWLDOV�LQ�WKH�FRQWH[W�RI�GHYLDWLRQ�FULWHULD��EXW�WKHLU�FRQFOXVLRQ�DOVR�LV�UHOHYDQW�KHUH��7KH\�IRXQG�WKDW�ROGHU�FKLOGUHQ�UHTXLUH�ODUJHU�H[SHQGLWXUHV�RI�SDUHQWDO�LQFRPH��KRZHYHU��WKH\�EHOLHYHG�WKDW�WKH�JXLGHOLQH�VFKHGXOH�DOUHDG\�IDFWRUHG�WKHVH�GLIIHUHQWLDOV�LQWR�DQ�DYHUDJH�VXSSRUW�REOLJDWLRQ��7KHUHIRUH��WKHUH�ZDV�QHLWKHU�D�QHHG�WR�SHUPLW�DJH�WR�EH�D�GHYLDWLRQ�FULWHULRQ�QRU�D�QHHG�WR�GHYHORS�VHSDUDWH�DJH�EDVHG�JXLGHOLQH�WDEOHV��>�2KLR�5HSRUW��VXSUD���DW�S�����@�
&XVWRG\�DQG�&DUH�,VVXHV
$OVR�UHOHYDQW�WR�WKH�FDOFXODWLRQ�RI�FKLOG�VXSSRUW�SXUVXDQW�WR�D�6WDWH
V�JXLGHOLQH�IRUPXOD�LV�WKH�FXVWRG\�RU�FDUH�DUUDQJHPHQW�HQWHUHG�LQWR�HLWKHU�E\�WKH�FKLOG
V�WZR�SDUHQWV�RU��LQ�VRPH�LQVWDQFHV��E\�WKH�SDUHQW�DQG�WKH�FKLOG
V�FDUHJLYHU��H�J���D�JUDQGSDUHQW��D�IDPLO\�IULHQG��RU�WKH�6WDWH���6WDWH�UHYLHZ�FRPPLWWHHV�FRQVLGHUHG�WKH�ZKROH�UDQJH�RI�WKHVH�LVVXHV��,Q�IDFW��WKH�1HZ�0H[LFR�FRPPLVVLRQ�UHSRUWHG�WKDW�LW�HVWDEOLVKHG�D�VSHFLDO�VXEFRPPLWWHH�WR�H[DPLQH�YLVLWDWLRQ�DQG�YLVLWDWLRQ�HQIRUFHPHQW�LVVXHV�SUHVHQWHG�LQ�WKDW�6WDWH��$OWKRXJK�WKLV�VXEFRPPLWWHH�GRHV�QRW�DSSHDU�WR�KDYH�PDGH�DQ\�UHFRPPHQGDWLRQV�VSHFLILFDOO\�UHODWHG�WR�WKH�FDOFXODWLRQ�RI�VXSSRUW��LW GLG�SUHVHQW�VRPH�LQWHUHVWLQJ�FRQFOXVLRQV��$PRQJ�WKHP�ZHUH�VHYHUDO�EDVLF�GHWHUPLQDWLRQV�DERXW�YLVLWDWLRQ��
7KH�&RPPLVVLRQ�FRQFOXGHV�WKDW�WKH�PRVW�VHULRXV�SUREOHP�UHODWHG�WR�UHVROYLQJ�FXVWRG\�DQG�YLVLWDWLRQ�LVVXHV�DQG�SURPRWLQJ�DFWLYH�LQYROYHPHQW�RI�ERWK�SDUHQWV�LV�WKH�QHHG�WR�JHW�SUHOLPLQDU\�WLPH�VKDULQJ�HVWDEOLVKHG�SURPSWO\�ZKHQHYHU�D�GLYRUFH��SDUHQWDJH��FXVWRG\�PRGLILFDWLRQ�RU�HQIRUFHPHQW�SURFHHGLQJ�KDV�EHJXQ��7KH�&RPPLVVLRQ�KDV�GHWHUPLQHG�WKDW�����FKLOGUHQ�QHHG�WR�KDYH�D�FRQWLQXLQJ�UHODWLRQVKLS�ZLWK�ERWK�SDUHQWV�HDUO\�LQ�D�FDVH������FKLOGUHQ�QHHG�WKH�ILQDQFLDO�VXSSRUW�RI�ERWK�SDUHQWV��DQG�����WKH�SURPRWLRQ�RI�WKH�
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UHODWLRQVKLS�PD\�KDYH�D�SRVLWLYH�HIIHFW�RQ�WKH�SD\PHQW�RI�FKLOG�VXSSRUW��>�&KLOG�6XSSRUW�*XLGHOLQH�&RPPLVVLRQ�5HSRUW�RQ�9LVLWDWLRQ��2FWREHU���� �������([KLELW�'�RI�WKH�1HZ�0H[LFR�5HSRUW��VXSUD��@�
0DQ\�H[DPLQHG�WKH�FDOFXODWLRQ�RI�VXSSRUW�LQ�D�WUDGLWLRQDO�VROH�FXVWRGLDO�DUUDQJHPHQW��>�7KHVH�VLWXDWLRQV�GHDO�RQO\�ZLWK�WKH�DUUDQJHPHQWV�UHJDUGLQJ�SK\VLFDO�FXVWRG\�RI�WKH�FKLOG��/HJDO�FXVWRG\��L�H���WKH�ULJKW�WR�PDNH�GHFLVLRQV�DQG�KDYH�LQSXW�LQ�PDWWHUV�DIIHFWLQJ�WKH�FKLOG��KDV�QR�LPSDFW�RQ�WKH�FDOFXODWLRQ�RI�VXSSRUW��HYHQ�WKRXJK�WKH�GHFLVLRQ�PDGH�PLJKW�DIIHFW�WKH�XOWLPDWH�DPRXQW�RI�VXSSRUW�UHTXLUHG�IURP�WKH�SDUHQWV�@�2WKHUV�ORRNHG�LQWR�VXSSRUW�FDOFXODWLRQ�LQ�WKH�VKDUHG�RU�MRLQW�FXVWRG\�VFHQDULR��6SOLW�FXVWRG\�DOVR�LV�DGGUHVVHG�LQ�WKLV�VHFWLRQ��)LQDOO\��WKH�LVVXH�RI�6WDWH�FXVWRG\�LV�UDLVHG��
7UDGLWLRQDO�6ROH�&XVWRG\�DQG�WKH�&DOFXODWLRQ�RI�6XSSRUW
0DQ\�6WDWH�UHYLHZ�WHDPV�DGGUHVVHG�WKH�FDOFXODWLRQ�RI�VXSSRUW�LQ�FDVHV�ZLWK�WUDGLWLRQDO�VROH�FXVWRG\�DUUDQJHPHQWV��L�H���WKRVH�FDVHV�LQ�ZKLFK�SULPDU\�SK\VLFDO�FXVWRG\�UHVWV�ZLWK�RQH�SDUHQW�DQG�WKH�RWKHU�SDUHQW�PD\�RU�PD\�QRW�KDYH�VRPH�OHYHO�RI�JHQHUDO�YLVLWDWLRQ�ULJKWV���>�7KLV�VLWXDWLRQ�DOVR�FRXOG�DSSO\�WR�D�WKLUG�SDUW\��H�J���D�JUDQGSDUHQW�RU�RWKHU�OHJDO�JXDUGLDQ��ZKR�LV�WKH�SULPDU\�FXVWRGLDQ�DQG�D�SDUHQW�ZKR�LV�LQ�WKH�QRQFXVWRGLDO�SRVLWLRQ��)RU�WKH�SXUSRVHV�RI�WKLV�GLVFXVVLRQ��KRZHYHU��UHIHUHQFH�ZLOO�EH�PDGH�RQO\�WR�WKH�FXVWRGLDO�DQG�QRQFXVWRGLDO�SDUHQW�@�5HYLHZHUV�JHQHUDOO\�IRXQG�WKDW�6WDWH�JXLGHOLQHV�ZHUH�GHYHORSHG�WR�FRYHU�D�QRUPDO�YLVLWDWLRQ�VFKHGXOH�E\�WKH�1&3��6HYHUDO�PDWWHUV�FRQVXPHG�D�JUHDW�GHDO�RI�UHYLHZHU�HQHUJ\��DPRQJ�WKHP�ZHUH�WKH�GHILQLWLRQ�RI�QRUPDO�YLVLWDWLRQ��WKH�SURSULHW\�RI�DGMXVWLQJ�VXSSRUW�WR�FRPSHQVDWH�IRU�YLVLWDWLRQ�LQ�H[FHVV�RI�WKH�6WDWH
V�GHVLJQDWHG�QRUP��DQG�KRZ�DQ\�VXFK�DGMXVWPHQW�ZRXOG�EH�FDOFXODWHG��
7XUQLQJ�ILUVW�WR�WKH�LVVXH�RI�ZKDW�FRQVWLWXWHV�QRUPDO�YLVLWDWLRQ��IHZ�6WDWH�UHYLHZ�PDWHULDOV�JLYH�D�FRQFUHWH�LQGLFDWLRQ�RI�KRZ�WKLV�WHUP�LV�WR�EH�LQWHUSUHWHG��,Q�$ODVND��KRZHYHU��WKH�LQWHUSUHWDWLRQ�DSSHDUV�LQ�GLVFXVVLRQ�RI�WKH�6WDWH
V�FLYLO�UXOH�RQ�YLVLWDWLRQ�FUHGLW��3XUVXDQW�WR�WKDW�UXOH��LW�DSSHDUV�WKDW�WKH�JXLGHOLQH�DQWLFLSDWHV�YLVLWDWLRQ�RI�DW�OHDVW����QLJKWV�SHU�\HDU��DQ\WKLQJ�EH\RQG WKDW��EXW�OHVV�WKDQ�WKH�MRLQW�FXVWRG\�WKUHVKROG��ZRXOG�EH�FRQVLGHUHG�H[WHQGHG�YLVLWDWLRQ��>�$ODVND�5HSRUW��VXSUD���DW�SS����± ��@�7KH�,OOLQRLV�GHILQLWLRQ�RI�QRUPDO�YLVLWDWLRQ�DOVR�FDQ�EH�IRXQG�LQ�WKH�UHYLHZHUV
�GLVFXVVLRQ�RI�YLVLWDWLRQ�DEDWHPHQW��9LVLWDWLRQ�RI���FRQVHFXWLYH�QLJKWV�RU�OHVV��WKH�HTXLYDOHQW�RI����SHUFHQW�RI�DQ\�JLYHQ�PRQWK��VHHPV�WR�EH�LQFRUSRUDWHG�LQWR�WKH�JXLGHOLQH��>�,OOLQRLV�5HSRUW��VXSUD��DW�S�����@�1RUPDO�YLVLWDWLRQ�LQ�+DZDLL�LV�XS�WR�����GD\V�SHU�\HDU��$QQXDO�LQWHUDFWLRQ�JUHDWHU�WKDQ�����GD\V�EXW�OHVV�WKDQ������WKH�MRLQW�FXVWRG\�WKUHVKROG��ZRXOG�EH�FRQVLGHUHG�H[WHQVLYH�YLVLWDWLRQ��>������+DZDLL�*XLGHOLQHV��VXSUD���DW�S����@�
2QFH�WKH�1&3�H[FHHGV�WKH�DQWLFLSDWHG�YLVLWDWLRQ�OHYHO�LQ�D�VROH�FXVWRG\�FDVH��WKH�LVVXH�RI�VXSSRUW�DEDWHPHQW�IROORZV��>�,QFOXGHG�LQ�WKLV�FDWHJRU\�DUH�FDVHV�LQ�ZKLFK�WKHUH�LV�PRUH�LQWHUDFWLRQ�EHWZHHQ�REOLJRU�DQG�FKLOG�WKDQ�LV�H[SHFWHG�XQGHU�WKH�EDVLF�JXLGHOLQH�EXW�OHVV�WKDQ�ZRXOG�EH�QHFHVVDU\�WR�FRQVWLWXWH�MRLQW�RU�VKDUHG�FXVWRG\�@�6KRXOG�WKHUH�EH�VRPH�DGMXVWPHQW�WR�WKH�FKLOG�VXSSRUW�REOLJDWLRQ�EHFDXVH�RI�WKH�H[WUD�WLPH�WKH�REOLJRU�VSHQGV�ZLWK�WKH�FKLOG"�5HYLHZHUV�LQ�,OOLQRLV�UHMHFWHG�WKH�LGHD�RI�YLVLWDWLRQ�DEDWHPHQW�SUHVHQWHG�E\�WKH�6WDWH
V�H[SHUW��>�,OOLQRLV�5HSRUW��VXSUD���DW�SS�����± ���@�
>:@KHQ�WKH�FKLOG�VSHQGV DQ�H[WHQGHG�DPRXQW�RI�WLPH�ZLWK�WKH�QRQFXVWRGLDO�SDUHQW��WKDW�SDUHQW�UHDOL]HV�ERWK�IL[HG�DQG�IOH[LEOH�GLUHFW�FRVWV�RI�WKH�FKLOG
V�FDUH��:KHQ�JXLGHOLQHV�GR�QRW�SURYLGH�IRU�DEDWHPHQW�IRU�H[WHQGHG�YLVLWDWLRQ��WKH���SULQFLSOH�WKDW��D�JXLGHOLQH�VKRXOG�HQFRXUDJH�WKH�LQYROYHPHQW�RI�ERWK�SDUHQWV�LQ�WKH�FKLOG
V�XSEULQJLQJ��LV�QRW�EHLQJ�IXOO\�DGGUHVVHG����:KHQ�WKHUH�LV�H[WHQGHG�YLVLWDWLRQ��LW�LV�UHDVRQDEOH�WKDW�WKH�QRQFXVWRGLDO�SDUHQW�VKRXOG�EH�DEOH�WR�SURYLGH�DQ�DGHTXDWH�OLYLQJ�VSDFH�IRU�WKH�FKLOG�DQG�WR�UHWDLQ�VXIILFLHQW�UHVRXUFHV�WR�SURYLGH�IRU�WKH�FKLOG
V�QHHGV�DV�ZHOO�DV�WKH\�DUH�SURYLGHG�IRU�LQ�WKH�FXVWRGLDO�SDUHQW�KRPH��9LVLWDWLRQ�DEDWHPHQW�ZLOO�KHOS�WR�DFKLHYH�WKDW�JRDO��>�,G���DW�S�����@�
7KH�FRPPLWWHH�GLVDJUHHG��7KH�PHPEHUV�IHOW�WKDW�WKH�W\SLFDO�YLVLWDWLRQ VFHQDULR�LV�ZRYHQ�LQWR�WKH�EDVLF�FKLOG�VXSSRUW�DZDUG��,I�H[WUDRUGLQDU\�YLVLWDWLRQ�VLWXDWLRQV�ZHUH�WR�DULVH��WKH\�VKRXOG�EH�KDQGOHG�E\�WKH�GHFLVLRQPDNHU�RQ�D�FDVH�E\�FDVH�EDVLV��QRW�LQ�D�EODQNHW�IDVKLRQ�E\�WKH�JXLGHOLQH��
'HODZDUH�UHYLHZHUV�UHDFKHG�D�VLPLODU�RXWFRPH��+RZHYHU��UHYLHZHUV�VSHFLILFDOO\�GHFLGHG�WKDW�LQ�WKH�WUDGLWLRQDO�VROH�FXVWRG\�VLWXDWLRQ���WKH�SURSRUWLRQ�RI�WLPH�D�FKLOG�VSHQGV�YLVLWLQJ�ZLWK�WKH�REOLJRU�SDUHQW�>VKRXOG�QRW�EH�XVHG@�DV�D�PHDQV�RI�HVWDEOLVKLQJ�RU�PRGLI\LQJ�D�VXSSRUW�REOLJDWLRQ�� 7KHLU�UHMHFWLRQ�VWHPPHG�IURP�D�IHHOLQJ�WKDW��>Y@LVLWDWLRQ�EH\RQG�WKH�WUDGLWLRQDO�HYHU\�RWKHU�ZHHNHQG�DQG���ZHHNV�LQ�WKH�VXPPHU�GRHV�QRW�URXWLQHO\�WUDQVODWH�LQWR�D�VKDULQJ�RI�SULPDU\�H[SHQVHV�DQG�VRPHWLPHV�VSXUV�FXVWRG\�YLVLWDWLRQ�OLWLJDWLRQ���>������'HODZDUH�5HSRUW��VXSUD���DW�S�����@�
$OWHUQDWLYHO\��VHYHUDO�6WDWH�FRPPLWWHHV�H[SUHVVHG�VXSSRUW�IRU�WKH�QRWLRQ�RI�YLVLWDWLRQ�FUHGLW�RU�DEDWHPHQW��7KH�6WDWH�VXPPDULHV�WKDW�IROORZ�LQYROYH�D�YLVLWDWLRQ�FUHGLW�RU�DEDWHPHQW�WKDW�RFFXUV�DV�D�SDUW�RI�WKH�EDVLF�DZDUG�FDOFXODWLRQ�SURFHVV��$W�OHDVW�RQH�6WDWH��2KLR��FRQVLGHUHG�WKLV�RSWLRQ�EXW�GHFLGHG�WR�XVH�YLVLWDWLRQ�DV�D�GHYLDWLRQ�FULWHULRQ��7KXV��WKH�SURSRVDO�ZDV�WKDW�GHYLDWLRQ�RI�XS�WR����SHUFHQW�RI�WKH�FKLOG�VXSSRUW�RUGHU�FRXOG�EH�VRXJKW�ZKHQ�WKUHH�FRQGLWLRQV�ZHUH�PHW������WKH�FXVWRGLDQ
V�DQQXDO�LQFRPH�LV���������RU�PRUH������WKH�REOLJRU�H[HUFLVHV�YLVLWDWLRQ�RI�PRUH�WKDQ����RYHUQLJKWV�SHU�\HDU��DQG�����WKH�REOLJRU�H[HUFLVHV�YLVLWDWLRQ�DQG�NHHSV�FKLOG�VXSSRUW�REOLJDWLRQ�FXUUHQW�IRU�WKH�\HDU�SULRU�WR�WKH�UHTXHVW�IRU�GHYLDWLRQ��>�2KLR�5HSRUW��VXSUD���DW�S�����@�7KH�H[SODQDWLRQ�RI�WKDW�FRPPLWWHH��WKRXJK�UHIHUULQJ�WR�D�GHYLDWLRQ�FULWHULRQ��LV�LQVWUXFWLYH��7KH�FRPPLWWHH�VWDWHG�WKH�IROORZLQJ��
7KH�LVVXH�RI�ZKHWKHU�DQG�KRZ�WR�JLYH�FUHGLW�WR�D�QRQUHVLGHQWLDO�SDUHQW�IRU�WLPH�VSHQW�ZLWK�D�FKLOG�ZDV�WKH�PRVW�FRQWURYHUVLDO�WR�EH�DGGUHVVHG�E\�WKH�&RPPLVVLRQ��$W�LWV�KHDUW�ZDV�WKH�GHEDWH�RYHU�WKH�DPRXQW�RI�LQFUHDVHG�FRVWV��ZKLFK�EHJLQ�WR�RFFXU�ZLWK�YLVLWDWLRQ�DQG�WKH�SRLQW�DW�ZKLFK�WKRVH�FRVWV�EHJLQ�WR�EHFRPH�VLJQLILFDQW��
6HYHUDO�SRLQWV�RI�YLHZ�HPHUJHG��2Q�RQH�VLGH�ZDV�WKH�DVVHUWLRQ�WKDW�DQ\�YLVLWDWLRQ��KRZHYHU�VKRUW��FDXVHV�H[SHQVHV�E\�WKH�QRQUHVLGHQWLDO�SDUHQW��ZLWK�D�FRUUHVSRQGLQJ�OHVVHQLQJ�RI�WKRVH�H[SHQVHV�E\�WKH�UHVLGHQWLDO�SDUHQW��$QRWKHU�YLHZ�ZDV�WKDW�UHJDUGOHVV�RI�WKH�DPRXQW�RI�WLPH�D�FKLOG�VSHQGV�ZLWK�D�QRQUHVLGHQWLDO�SDUHQW��FRVWV�IRU�LWHPV�VXFK�DV�KRXVLQJ�DQG�XWLOLWLHV�UHPDLQ�IL[HG�IRU�WKH�UHVLGHQWLDO�SDUHQW��PDNLQJ�DQ\�FUHGLW�XQIDLU�WR�WKH�UHVLGHQWLDO�SDUHQW��
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7KRXJK�PRVW�&RPPLVVLRQ�PHPEHUV�RULJLQDOO\�DVVXPHG�WKDW�H[SHQVHV�IRU�VRPH�OHYHO�RI�YLVLWDWLRQ�ZHUH�EXLOW�LQWR�WKH�FXUUHQW�&KLOG�6XSSRUW�6FKHGXOH��LW�ZDV�GHWHUPLQHG�WKDW�DW�QR�WLPH���KDYH�WKH�FXUUHQW�RU�UHFRPPHQGHG�6FKHGXOHV�HYHU�FRQWDLQHG�DQ\�DVVXPSWLRQV�UHJDUGLQJ�YLVLWDWLRQ��7KHUHIRUH��DGGLWLRQDO�GLVFXVVLRQ�RFFXUUHG�RYHU�ZKHUH�VXFK�D�WKUHVKROG�PLJKW�EHJLQ�DQG�LWV�HIIHFW��
7KLV�UHFRPPHQGDWLRQ�DWWHPSWV�WR�UHFRJQL]H�WKH�UHDOLW\�RI�YLVLWDWLRQ�FRVWV�DV�IDLUO\�DV�SRVVLEOH�IRU�WKH�QRQUHVLGHQWLDO�SDUHQW�DV�ZHOO�DV�WKH�UHVLGHQWLDO�SDUHQW��,W�LV�HVVHQWLDOO\�D�GHYLDWLRQ�FULWHULRQ�DSSOLFDEOH�RQO\�XQGHU�FHUWDLQ�VSHFLILF�FRQGLWLRQV��%\�OLPLWLQJ�WKH�DYDLODELOLW\�RI�WKH�GHYLDWLRQ�WR�FDVHV�ZKHUH�WKH�REOLJHH
V�LQFRPH�LV���������RU�PRUH��WKH�UHFRPPHQGDWLRQ�KRSHV�WR�DYRLG�LPSRYHULVKLQJ�ORZ�LQFRPH�UHVLGHQWLDO�SDUHQWV�E\�IXUWKHU�UHGXFLQJ�WKH�KRXVHKROG�LQFRPH��
7KLV�UHFRPPHQGDWLRQ�UHFRJQL]HV��VWDQGDUG��YLVLWDWLRQ�RI�DSSUR[LPDWHO\����SHUFHQW�E\�DOORZLQJ�IRU�WKH�GHYLDWLRQ�RQO\�ZKHUH�YLVLWDWLRQ�RFFXUV�PRUH�IUHTXHQWO\�WKDQ����RYHUQLJKWV�SHU�\HDU��,W�DOVR�DWWHPSWV�WR�DGGUHVV�WKH�SUREOHP�RI�D�ORZHU�RYHUDOO�VXSSRUW�RUGHU��ZKLFK�RFFXUV�ZKHQ�YLVLWDWLRQ�FUHGLW�LV�DZDUGHG�EXW�YLVLWDWLRQ�LV�QRW�H[HUFLVHG�E\�UHTXLULQJ�SDUWLHV�WR�SURYH�WKDW�YLVLWDWLRQ�KDV�DFWXDOO\�RFFXUUHG�DQG�VXSSRUW�KDV�DFWXDOO\�EHHQ�SDLG�ZLWKLQ�WKH�\HDU�EHIRUH�WKH�UHTXHVW�IRU�GHYLDWLRQ LV�PDGH��
7KH�FHLOLQJ�RI����SHUFHQW�RQ�WKH�FKDQJH�ZKLFK�D�FRXUW�PD\�PDNH�LQ�D�VXSSRUW�RUGHU�ZKHQ�FRQVLGHULQJ�D�GHYLDWLRQ�IRU�YLVLWDWLRQ�LV�LQWHQGHG�WR�SUHYHQW�VXSSRUW�RUGHUV�IURP�XQIDLUO\�IDYRULQJ�HLWKHU�SDUW\��
)LQDOO\��WKH�&RPPLVVLRQ�UHFRJQL]HV�WKDW�LQ�FHUWDLQ�FDVHV��SDUWLHV�ZLOO�ZDQW�WR�DJUHH�RQ�D�VKDUHG�SDUHQWLQJ�SODQ��ZKLFK�SURYLGHV�IRU�VXSSRUW�DQG�YLVLWDWLRQ�LQ�D�GLIIHUHQW�PDQQHU�WKDQ�VWDWHG�LQ�WKLV�IDFWRU��7KHUHIRUH��SDUWLHV�DUH�JLYHQ�WKH�RSWLRQ�WR�DJUHH�RQ�WKLV�W\SH�RI�SODQ�VHSDUDWH�IURP�WKH�UHTXLUHPHQWV�VWDWHG�KHUHLQ��>�,G���DW�SS�����± ���@�
$V�VWDWHG�DERYH��$ODVND�UHYLHZHUV�UHDIILUPHG�WKH�SURSULHW\�RI�WKHLU�6WDWH
V�FUHGLW�IRU�H[WHQGHG�YLVLWDWLRQ��L�H���DQ\WKLQJ�LQ�H[FHVV�RI����FRQVHFXWLYH�GD\V���7KH�DPRXQW�WR�EH�FUHGLWHG�ZRXOG�EH�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��ZKRP�UHYLHZHUV�IHOW�VKRXOG�EH�UHTXLUHG�WR�FRQVLGHU�WKH�ILQDQFLDO�LPSOLFDWLRQV�WKDW�DQ\�VXFK�FUHGLW�ZRXOG�KDYH�RQ�ERWK�SDUWLHV�DQG�VSHFLI\�WKH�FUHGLWHG�DPRXQW�LQ�WKH�VXSSRUW�RUGHU��7KH\�DOVR�FRUUHFWHG�WKH�PHWKRG�RI�FDOFXODWLQJ�WKH�DEDWHPHQW�LQ�RUGHU�WR�PDNH�LW�DSSOLFDEOH�WR�FDVHV�LQ�ZKLFK�WKH�REOLJRU
V�LQFRPH�ZDV�OHVV�WKDQ�WKDW�RI�WKH�FKLOG
V�FXVWRGLDQ��7KH�UHYLHZ�WHDP�DOVR�GHFLGHG�WKDW�DQ\�QRPLQDO�WLPH�WKH�FKLOG�VSHQGV�ZLWK�WKH�FXVWRGLDO�SDUHQW�GXULQJ�WKH�H[WHQGHG�YLVLWDWLRQ�SHULRG�ZRXOG�QRW�GHIHDW�WKH�YLVLWDWLRQ�FUHGLW��)RU�H[DPSOH��WKH�FKLOG�FRXOG�VSHQG�D�QLJKW�RU�VR�ZLWK�WKH�FXVWRGLDO�SDUHQW�DQG�OHDYH�WKH�REOLJRU
V�FUHGLW�LQWDFW��>�$ODVND�0HPR��VXSUD��DW�SS����± ��@�
7KH�8WDK�FRPPLWWHH�VWDWHG�LWV�UHFRPPHQGDWLRQ�ZLWKRXW�H[SODQDWLRQ��7KH�SURSRVDO�ZDV�WR�DOORZ�D����SHUFHQW�DEDWHPHQW�LQ�FKLOG�VXSSRUW�IRU�DQ\�H[WHQGHG�YLVLWDWLRQ�SHULRG��HYHQ�LI�WKH�SHULRG�ZHUH�LQWHUUXSWHG�E\�D�YLVLW�WR�WKH�&3��>�8WDK�5HSRUW��VXSUD��DW�S����@�([WHQGHG�YLVLWDWLRQ�LV�QRW�GHILQHG��
7KH�ILQDO�6WDWH�IRU�LQFOXVLRQ�LV�7HQQHVVHH��7KDW�6WDWH
V�PDWHULDO�GLG�QRW�UHIHUHQFH�DEDWHPHQW��UDWKHU��LW�RXWOLQHG�D�SURSRVHG�DPHQGPHQW�UHJDUGLQJ�WKH�WUHDWPHQW�RI�REOLJRUV�ZKR�IDLOHG�WR�H[HUFLVH�HYHQ�EDVLF�YLVLWDWLRQ��:KHUH�WKH�GHFLVLRQPDNHU�IRXQG�WKDW��WKH�DYHUDJH�YLVLWDWLRQ�SHULRG�RI�HYHU\�RWKHU�ZHHNHQG�IURP�)ULGD\�HYHQLQJ�WR�6XQGD\�HYHQLQJ����ZHHNV�GXULQJ�WKH�VXPPHU�DQG���ZHHNV�GXULQJ�WKH�KROLGD\�SHULRGV�WKURXJKRXW�WKH�\HDU��LV�QRW�EHLQJ�NHSW��DQ�DPRXQW�VKRXOG�EH�DGGHG�WR�WKH�FKLOG�VXSSRUW�REOLJDWLRQ�WR�FRPSHQVDWH�WKH�FXVWRGLDQ�IRU�WKH�FRVW�RI�SURYLGLQJ�FDUH�IRU�WKH�FKLOG�GXULQJ�WKLV�H[WUD�WLPH��>�7HQQHVVHH�5XOHPDNLQJ�+HDULQJ�5XOHV��VXSUD��DW�S����@�7KLV�SURSRVDO�ZDV�SDVVHG��
6KDUHG�-RLQW�&XVWRG\
6WDWH�PDWHULDOV�SUHVHQWHG�VRPH�OHQJWK\�GLVFXVVLRQV�DERXW�WKH�KDQGOLQJ�RI FKLOG�VXSSRUW�LQ�MRLQW� RU�VKDUHG�FXVWRG\�VLWXDWLRQV��%\�DQG�ODUJH��WKH�UHVXOW�ZDV�D�UHFRPPHQGDWLRQ�HLWKHU�WR�LQFRUSRUDWH�D�MRLQW�FXVWRG\�FDOFXODWLRQ�PHWKRG�LQWR�WKH�6WDWH�JXLGHOLQH�RU�WR�OHDYH�WKH�PDWWHU�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��HVVHQWLDOO\�PDNLQJ�WKLV�FXVWRGLDO�DUUDQJHPHQW�D�GHYLDWLRQ�FULWHULRQ��2QO\�RQH�RI�WKH�6WDWHV�VHHPV�WR�KDYH�GHFLGHG�WR�WDNH�QR�DFWLRQ�UHJDUGLQJ�WKH�LVVXH��
&RORUDGR
V������UHYLHZ�LQFOXGHG�D�JUHDW�GHDO�RI�GLVFXVVLRQ�DERXW�ZKDW�WKH�6WDWH�FDOOHG��VKDUHG�FXVWRG\���L�H���DQ�DUUDQJHPHQW�LQ�ZKLFK�HDFK�SDUHQW�KDV�WKH�FKLOG�IRU�PRUH�WKDQ����SHUFHQW�RI�WKH�\HDU���7KLV�VLWXDWLRQ�FRXOG�DOVR�DSSO\�WR�D�WKLUG�SDUW\��H�J���D�JUDQGSDUHQW�RU�RWKHU�OHJDO�JXDUGLDQ��ZLWK�ZKRP�WKH�FKLOG
V�ELRORJLFDO�SDUHQW�RU�SDUHQWV�VKDUH�SK\VLFDO�FXVWRG\��)RU�WKH�SXUSRVHV�RI�WKLV�GLVFXVVLRQ��KRZHYHU��UHIHUHQFH�ZLOO�EH�PDGH�RQO\�WR�WKH�DFWXDO�SDUHQWV�DQG�QRW�WR�RWKHU�SRWHQWLDO�FDUHJLYHUV��>������&RORUDGR�5HSRUW��VXSUD���DW�SS�����± ���@�&RPPHQWHUV�KDG�WZR�PDMRU�FRQFHUQV�ZLWK�WKH�6WDWH
V�SUDFWLFH������VRPH FODLPHG�WKDW����SHUFHQW�ZDV�WRR�KLJK�D�WKUHVKROG�IRU�VKDUHG�FXVWRG\�DQG�����WKHUH�ZDV�DQ�DVVHUWLRQ�WKDW�WKH�FKDQJH�LQ�WKH�VXSSRUW�UDWH�ZDV�WRR�GUDVWLF�RQFH�WKDW����SHUFHQW�WKUHVKROG�KDG�EHHQ�PHW��
&RORUDGR�UHYLHZHUV��GLVDJUHHLQJ�ZLWK�WKH����SHUFHQW�WKUHVKROG��QRWHG�WKDW�HYHQ�LI�D�FKLOG�VWD\HG�ZLWK�D�SDUHQW�IRU�WKH�HQWLUH�VXPPHU��WKH�WKUHVKROG�ZRXOG�QRW�EH�PHW��WKXV��LW�ZDV�WRR�KLJK��$FFRUGLQJ�WR�WKH�FRPPLWWHH
V�PLQRULW\��WKH�1&3�LQFXUV�VLJQLILFDQW�FRVWV�WR�SURYLGH�D�VHSDUDWH�KRPH�IRU�WKH�FKLOG��HYHQ�LI�LW LV�IRU�OHVV�WKDQ����SHUFHQW�RI�WKH�\HDU��7KH�PLQRULW\�DOVR�EHOLHYHG�WKDW�WKH�WKUHVKROG�KDG�EHFRPH�D�UHDO�VRXUFH�RI�GLIILFXOW\�EHWZHHQ�SDUHQWV��,Q�IDFW��WKH\�QRWHG�VXFK�FRQWHQWLRXVQHVV�WKDW��YLVLWDWLRQ�DUUDQJHPHQWV�WXUQ�RQ�WKH�HFRQRPLF�LPSDFWV�RI�VWD\LQJ�EHORZ²RU�ULVLQJ�DERYH²WKH�WKUHVKROG��7KXV��WKLV�VWDWXWRU\�IRUPXOD�GRHV�QRW�DFKLHYH�LWV�JRDOV�DQG�KDV�WKH�HIIHFW�RI�GLVFRXUDJLQJ�LQFUHDVHG�YLVLWDWLRQ�IRU�HFRQRPLF�UHDVRQV���>�,G���DW�S�����@�
,Q�UHVSRQVH�WR�WKH�FRQFHUQ�RYHU�WKH�WKUHVKROG��WKH�FRPPLWWHH�FRQVLGHUHG�WKH�FRPSOHWH�HOLPLQDWLRQ�RI�D�WKUHVKROG��+RZHYHU��WKH�PDMRULW\�UHMHFWHG�WKH�LGHD��FLWLQJ�WKH�SRWHQWLDO�IRU�LQFUHDVHG�OLWLJDWLRQ�DQG�WKH�OLNHO\�PDQLSXODWLRQ�RI�FKLOG�VXSSRUW�WKDW�ZRXOG�RFFXU�LI�D�FUHGLW�ZHUH�JLYHQ�IRU�HYHU\�RYHUQLJKW�ZLWK�WKH�1&3��7KH�FRPPLWWHH�DOVR�HYDOXDWHG�WKH�SURSULHW\�RI�LQVWLWXWLQJ�D�VXSSRUW�DEDWHPHQW�IRU�SHULRGV�EH\RQG���PRQWK��ZKHQ�WKH�1&3�VHUYHG�DV�SULPDU\�FDUHJLYHU��7KH�PDMRULW\�DOVR�UHMHFWHG�WKLV�DOWHUQDWLYH�DV�SURFHGXUDOO\�LPSUDFWLFDO�WR�LPSOHPHQW�GXH�WR�WKH�XVH�RI�DQG�QHHG�IRU�ZDJH�DVVLJQPHQWV��&RPPLWWHH�PHPEHUV�IHOW�WKDW�ZDJH�DVVLJQPHQW�ZRXOG�EDU�WKH�XVH�RI�DEDWHPHQWV��VLQFH�LW�ZRXOG�EH�GLIILFXOW�WR�WHPSRUDULO\�VXVSHQG�VXSSRUW�ZLWK�YDULRXV�HPSOR\HUV��>�,G���DW�SS�����± ���@�
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7KH�FRPPLWWHH
V�VHFRQG�FRQFHUQ�ZDV�WKDW�VXSSRUW�FKDQJHG�WRR�VLJQLILFDQWO\�XSRQ�UHDFKLQJ�WKH����SHUFHQW�WKUHVKROG��&LWLQJ�VWXGLHV��WKH�PDMRULW\�IRXQG�WKDW�WKH�1&3�LQFXUUHG�URXJKO\����SHUFHQW�RI�WKH�FKLOG�UHDULQJ�FRVWV�RQFH�YLVLWDWLRQ�H[FHHGHG�WKH�WKUHVKROG��7R�GHIUD\�VRPH�RI�WKLV�H[SHQVH��WKH�JXLGHOLQH GLUHFWHG�WKDW�WKH�EDVLF�VXSSRUW�DPRXQW�ZDV�WR�EH�PXOWLSOLHG�E\�����WR�SURGXFH�DQ�DZDUG�DPRXQW�LQ�VKDUHG�FXVWRG\�FDVHV��7KHUHIRUH��WKH�WRWDO�DZDUG�ZRXOG�EH�JUHDWHU��DQG�D�ODUJHU�DPRXQW�ZRXOG�EH�DOORFDWHG�WR�HDFK�SDUHQW�IRU�KLV�RU�KHU�FRVWV�RI�FDUH��)XUWKHUPRUH��WKH�����PXOWLSOLHU�ZRXOG�SUHYHQW�D�GUDVWLF�GURS�LQ�WKH�VXSSRUW�DZDUG�RQFH�WKH�WKUHVKROG�LV�UHDFKHG�DQG�VWLOO�JLYH�WKH�REOLJRU�FUHGLW�IRU�KRXVHKROG�H[SHQVHV��$V�VWDWHG�DERYH��KRZHYHU��PDQ\�UHYLHZHUV�IHOW�WKDW�WKH�VXSSRUW�GURS�RII�ZDV�WRR�GUDVWLF�DIWHU PHHWLQJ�WKH�WKUHVKROG��LQ�IDFW��HYHQ�WKH�PDMRULW\�UHSRUWHG�D��FOLII�HIIHFW��DW�WKH�WKUHVKROG�EXW�IRXQG�WKDW�QR�RWKHU�VDWLVIDFWRU\�FDOFXODWLRQ�PHWKRG�KDG�EHHQ�SUHVHQWHG��7KH�PLQRULW\�RSLQLRQ�UHFRPPHQGV�WKH�XVH�RI�D������PXOWLSOLHU�IRU�VXSSRUW�EDVHG�RQ�FXVWRGLDO�DUUDQJHPHQWV�LQ�ZKLFK�WKH�FKLOG�VSHQGV�PRUH�WKDQ����RYHUQLJKWV�ZLWK�WKH�1&3��$FFRUGLQJ�WR�WKLV�VHJPHQW�RI�WKH�FRPPLWWHH��WKLV�VFKHPH�SURGXFHV�WKH�PRVW�JUDGXDO�GHFOLQH�LQ�VXSSRUW�DZDUGV�DQG�WKXV�ZRXOG�EH�DFFHSWDEOH�WR�&3V��$OWHUQDWLYHO\��EHFDXVH�LW�VWDUWV�WKH�VXSSRUW�DGMXVWPHQW�RQ�WKH���VW�QLJKW��DQ�HDUO\�WKRXJK�VLJQLILFDQW�WLPH�FRPPLWPHQW���LW�ZRXOG�ILQG�IDYRU�ZLWK�1&3V�IDFHG�ZLWK�WKH�FRVWV�RI�SURYLGLQJ�D�KRPH�ZRUWK\�RI�WKH�FKLOG�ZKR�YLVLWV��>�,G��DW�S�����@�
:KLOH�RWKHU�PXOWLSOLHUV�ZHUH�FRQVLGHUHG��WKH�FRPPLWWHH
V�PDMRULW\�QRWHG�WKDW�WKHUH�ZDV�LQVXIILFLHQW�GDWD�WR�LQGLFDWH�WKDW�WKH�UHVXOWLQJ�DZDUGV�ZRXOG�PHHW�WKH�EDVLF�QHHGV�RI�WKH�FKLOG��)XUWKHUPRUH��UHYLHZHUV�IRXQG�WKDW�WKH�HOLPLQDWLRQ�RI�D�PXOWLSOLHU�ZRXOG�UHVXOW�LQ�VLJQLILFDQW�VXSSRUW�IDOORIIV�IRU�&3V²DQ�XQDFFHSWDEOH�RXWFRPH��$OWKRXJK�GLVFXVVHG�LQ�DQRWKHU�FRQWH[W�LQ�WKLV�VHFWLRQ��$ODVND
V�UHYLHZHUV�DOVR�GLVFXVVHG�WKH�FDOFXODWLRQ�RI�VXSSRUW�LQ�VKDUHG�FXVWRG\�FDVHV��>�0HPRUDQGXP�IURP�$ODVND�&KLOG�6XSSRUW�*XLGHOLQHV�5HYLHZ�&RPPLWWHH�WR�WKH�$ODVND�6XSUHPH�&RXUW��2FWREHU�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���$ODVND�6KDUHG�&XVWRG\�0HPR���@�/LVWLQJ�VHYHUDO�VHSDUDWH�IDFWRUV��WKH�FRPPLWWHH�GHFLGHG�QRW�WR�UHFRPPHQG�D�FKDQJH�WR�WKH�6WDWH
V�FDOFXODWLRQ�PHWKRG��ZKLFK�HQWDLOHG�XVH�RI�D�����PXOWLSOLHU��� 7KH�FRPPLWWHH�QRWHG�WKDW�$ODVND
V�JXLGHOLQHV�SURGXFH�VXSSRUW�DZDUGV�WKDW�DUH�ORZHU�WKDQ�WKH�QDWLRQDO�DYHUDJH��0HPEHUV�IHOW�WKDW�PDQ\�SDUHQWV�IDLO�WR�UHFRJQL]H�WKLV�IDFW��,Q�DGGLWLRQ��WKH�FRPPLWWHH�UHPLQGHG�UHDGHUV�WKDW�WKH�6WDWH
V�JXLGHOLQHV�SODFHG�D�VXSSRUW�REOLJDWLRQ�RQ�ERWK�SDUHQWV��QRW�MXVW�RQ�WKH�1&3��>�$ODVND�6KDUHG�&XVWRG\�0HPR��VXSUD��DW�S����@�� 7KH�FRPPLWWHH�HPSKDVL]HG�WKDW�WKH�EDVLF�VXSSRUW�REOLJDWLRQ�FRYHUHG�D�UDQJH�RI�FXVWRGLDO�DUUDQJHPHQWV��7KH�EDVLF�VXSSRUW�DZDUG�DSSOLHG�WR�FDVHV�WKDW�KDYH�1&3�FDUH�XS�WR����SHUFHQW�RI�D�JLYHQ�\HDU��>�,G��DW�SS����± ��@�� 0HPEHUV�IHOW�WKDW�FRPPHQWHUV�PLVWDNHQO\�DVVHUWHG�WKDW�WKH�����PXOWLSOLHU�PDGH�OLWWOH�GLIIHUHQFH�WR�VXSSRUW��5DWKHU��DSSOLFDWLRQ�RI�WKH�PXOWLSOLHU�VXEVWDQWLDOO\�UHGXFHG�SD\PHQWV��>�,G��DW�S����@� 7KH�FRPPLWWHH�IRXQG�WKDW�WKH�6WDWH�UXOH�DFFRPSOLVKHG�VHYHUDO�JRDOV������LW�UHFRJQL]HG�WKDW�WKH�VKDUHG�FXVWRG\�DUUDQJHPHQW�FDQ�LQFUHDVH�WKH�WRWDO�FRVWV�WR�SDUHQWV�E\�DV�PXFK�DV����SHUFHQW������LW�QRWHG�WKH�LPSRUWDQFH�RI�FKLOGUHQ�EHLQJ�DGHTXDWHO\�VXSSRUWHG LQ�VXFK�DUUDQJHPHQWV��DQG�����LW�HQFRXUDJHG�MRLQW�FXVWRG\�E\�DOORZLQJ�WKH�VXSSRUW�UHGXFWLRQ�ZKLOH�DOVR�SURYLGLQJ�WKH�&3��DW�OHDVW�PLQLPDOO\�DGHTXDWH�VXSSRUW���>�,G��DW�S����@�� 7KH�FRPPLWWHH�UHVSRQGHG�WKDW�WKH�$ODVND�VKDUHG�FXVWRG\�VFKHPH�LV�PRUH�JHQHURXV�WR�WKH�REOLJRU�WKDQ�WKH�SODQV�RI�PDQ\�6WDWHV��>�,G��@�� 7KH�6WDWH
V�DSSURDFK�RIIHUHG�D�UDWKHU�VLPSOH�VXSSRUW�FDOFXODWLRQ�SURFHVV��7KH�FRPPLWWHH�IRXQG�WKLV�WR�EH�D�FULWLFDO�SRLQW�JLYHQ�WKH�QXPEHU�RI�FDVHV�LQ�ZKLFK�LW�ZRXOG�QHHG�WR�EH�DSSOLHG��>�,G�@�
6HYHUDO�RWKHU�6WDWH�UHYLHZV�FRQFOXGHG�WKDW�WKH�KDQGOLQJ�RI�VXSSRUW�LQ�MRLQW�FXVWRG\�VLWXDWLRQV�VKRXOG�EH�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��1HYDGD�UHYLHZHUV�FRQVLGHUHG�YDULRXV�IDFWRUV�FRQFHUQLQJ�MRLQW�FXVWRG\�VLWXDWLRQV��$PRQJ�WKHP�ZHUH�WKH�IROORZLQJ��� Â5HFHQW�6WDWH�FDVH�ODZ��� Â7KH�XQRIILFLDO�6WDWH�SUDFWLFH�RI�SHUPLWWLQJ�DEDWHPHQWV�IRU�H[WHQGHG�YLVLWDWLRQ��H�J���VXPPHUV���� Â7HFKQLFDO�PDWWHUV��H�J���WKH�SURSHU�WKUHVKROG�IRU�WLPH�VKDUH�DUUDQJHPHQWV���� Â7KH�DSSURSULDWH�ZD\V�WR�GHILQH�WLPH��H�J���FORFN�KRXUV��PHDOV�WDNHQ�ZKLOH�LQ�D�SDUHQW
V�FXVWRG\��DQG�RYHUQLJKW�VWD\V���DQG�� Â7KH�FXVWRGLDO�DUUDQJHPHQWV�LQFRUSRUDWHG�LQWR�WKH�EDVLF�FKLOG�VXSSRUW�DZDUG��>�1HYDGD�5HSRUW��VXSUD���SS�����± ���@�
7KH�FRPPLWWHH�IRXQG�DEDWHPHQWV�WR�EH�LQHTXLWDEOH��7KXV��DEDWHPHQWV ZHUH�WR�EH�XVHG�DV�DQ�H[FHSWLRQ�WR��UDWKHU�WKDQ�WKH�UXOH�IRU��VKDUHG�FXVWRG\�VLWXDWLRQV��7KH�FRPPLWWHH�VWDWHG�WKH�IROORZLQJ��
7KH�ELJ�SUREOHP�LQ�DQ\�VRUW�RI�H[SOLFLW�FRQQHFWLRQ�EHWZHHQ�FKLOG�VXSSRUW�RQ�WKH�RQH�KDQG�DQG�WLPH�VKDUH�RU�YLVLWDWLRQ�RQ�WKH�RWKHU�LV�WKDW�WKH�GHWHUPLQDWLRQ�RI�YLVLWDWLRQ�EHFRPHV�D�VXUURJDWH�DUHQD�IRU�GLVSXWHV�RYHU�WKH�OHYHO�RI�FKLOG�VXSSRUW��$Q\�VXFK�SRVVLELOLW\�VKRXOG�EH�DYRLGHG�WR�WKH�GHJUHH�SRVVLEOH��IRU�WKH�EHQHILW�RI�WKH�FKLOGUHQ�LQYROYHG��DQG�PXVW�EH�DFNQRZOHGJHG�DV�D�SUREDEOH�FRVW�RI�DQ\�VWDWXWRU\�DEDWHPHQW�SURYLVLRQ��>�,G��DW�SS�����± ���@�
7KHUH�ZDV�D�FRQVHQVXV�WKDW�DEDWHPHQW�PXVW�EH�VXSSRUWHG�E\�UHDVRQDEO\�UHOLDEOH�GDWD��VKRZLQJ�DQ�DFWXDO�UHGXFWLRQ�LQ�WKH�SULPDU\�FXVWRGLDQ
V�H[SHQVHV��(YHQ�WKHQ��KRZHYHU��WKH�DEDWHPHQW�VKRXOG�QRW�H[FHHG�WKH�DFWXDO�H[SHQVH�DPRXQW��%HFDXVH�WKH�FRPPLWWHH�IHOW�WKDW�WKH�RYHUDOO�GDWD�LQGLFDWH�WKDW�WKH�UHGXFWLRQ�WR�WKH�SULPDU\�FXVWRGLDQ
V�KRXVHKROG�LV�W\SLFDOO\�QRW�DSSUHFLDEOH��GHVSLWH�VLJQLILFDQW�YLVLWDWLRQ�SHULRGV�ZLWK�WKH�1&3�GXULQJ�ZKLFK�KH�PD\�LQFXU�FRQVLGHUDEOH�H[SHQGLWXUHV��WKH�FRQFOXVLRQ�ZDV�WR�DYRLG�DEDWHPHQW��7KH�FRPPLWWHH�DOVR�GLVWLQJXLVKHG�EHWZHHQ�D�UHJXODU�SUDFWLFH�RI�ZHHNO\�WLPH�VKDULQJ�DQG�H[WHQGHG�YLVLWDWLRQ��L�H���YLVLWDWLRQ�IRU�VHYHUDO�ZHHNV�RU�PRQWKV�DW�D�WLPH���5HFRJQL]LQJ�WKH�GLIIHUHQFH��VHYHUDO�FRPPLWWHH�PHPEHUV�IDYRUHG�DEDWHPHQW�GXULQJ�H[WHQGHG�YLVLWDWLRQ�EHFDXVH�WKHVH�LQVWDQFHV�SURYLGH�D�VHW�SHULRG�RI�GLUHFW�UHVSRQVLELOLW\�GXULQJ�ZKLFK�HDFK�SDUHQW�ZRXOG�VHUYH�DV�WKH�SULPDU\�FDUHJLYHU�IRU�WKH�FKLOG��7KH\�DOVR�IRXQG�D�PRUH�GHPRQVWUDEOH�UHGXFWLRQ�LQ�SULPDU\�KRXVHKROG�H[SHQVHV�ZLWK�H[WHQGHG�YLVLWDWLRQ�SHULRGV��>�,G��DW�S�����@�+RZHYHU��EHFDXVH�LQGLYLGXDO�FDVHV�PD\�SUHVHQW�IDFWV�ZDUUDQWLQJ�GLIIHUHQW�WUHDWPHQW��UHYLHZHUV�UHFRPPHQGHG�WKDW�WKH�KDQGOLQJ�RI�YLVLWDWLRQ��IRU�DQ\�SHULRG�PRUH�WKDQ����FRQVHFXWLYH�GD\V��EH�OHIW�WR�WKH�GLVFUHWLRQ�RI�GHFLVLRQPDNHUV��>�,G��DW�SS�����± ���@�
:KLOH�1HYDGD
V�FRPPLWWHH�UHSRUW�ZDV�E\�IDU�WKH�PRVW�GHWDLOHG�RI�WKRVH�WKDW�FHGHG�GLVFUHWLRQ�WR�WKH�FKLOG�VXSSRUW�GHFLVLRQPDNHU��WKH�FRQFOXVLRQV�RI�RWKHU�6WDWH�UHYLHZHUV�DOVR�DUH�LPSRUWDQW�WR�QRWH��)RU�H[DPSOH��'HODZDUH�UHYLHZHUV�UHFRPPHQGHG�WKDW�LQ�MRLQW�FXVWRG\�VLWXDWLRQV�ZKHUH�WKHUH�LV�VKDUHG�UHVLGHQFH��L�H���DQ�DFWXDO�VKDULQJ�RI�SK\VLFDO�FXVWRG\���HDFK�SDUHQW�FRXOG�UHWDLQ�KDOI�RI�WKH�SDUHQW
V�
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UHVSHFWLYH�FKLOG�VXSSRUW�REOLJDWLRQ��>������'HODZDUH�5HSRUW��VXSUD���DW�S��������6KDUHG�UHVLGHQFH���ZDV�GHILQHG�URXJKO\�DV�DQ�HTXDO�GLYLVLRQ�RI�WKH�FKLOG
V�WLPH�EHWZHHQ�KLV�SDUHQWV��HLWKHU�SXUVXDQW�WR�D�FRXUW�RUGHU�RU�DJUHHPHQW�RI�WKH�SDUWLHV�@�&RQQHFWLFXW�IROORZHG�WKHUHFRPPHQGDWLRQ�RI�LWV�UHYLHZHUV�WR�PDNH�VKDUHG�FXVWRG\�D�GLVFUHWLRQDU\�GHYLDWLRQ�IDFWRU��7KDW�6WDWH
V�FRPPLWWHH�FRQVLGHUHG�LQFOXGLQJ�D�VKDUHG�FXVWRG\�DGMXVWPHQW�LQ�WKH�JXLGHOLQH��EXW�GHFLGHG�DJDLQVW�LW�ILQGLQJ�WKDW��VXFK�DGMXVWPHQWV�VKRXOG�EH�EDVHG�RQ�WKH WRWDOLW\�RI�FLUFXPVWDQFHV�LQ�LQGLYLGXDO�FDVHV��7R�GR�VR�LQHYLWDEO\�ZRXOG�EH�D�PRUH�FRPSOH[�SURFHVV�WKDQ�FRXOG�EH�DGHTXDWHO\�LQFRUSRUDWHG�LQWR�D�ULJLG�PDWKHPDWLFDO�IRUPXOD���>������&RQQHFWLFXW�*XLGHOLQH��VXSUD��DW�S����@�
7KH�$ODEDPD�JXLGHOLQH�GLG�QRW�VSHFLILFDOO\�DGGUHVV�MRLQW�FXVWRG\�VLWXDWLRQV�EXW�LQVWHDG�DOORZHG�DSSURSULDWH�GHYLDWLRQV�RQ�D FDVH�E\�FDVH�EDVLV��>�5HFRPPHQGDWLRQV�IRU�5HYLVLRQ�RI�WKH�$ODEDPD�&KLOG�6XSSRUW�*XLGHOLQHV�5XOH�����$XJXVW��������S������KHUHDIWHU�UHIHUUHG�WR�DV�WKH���$ODEDPD�5HSRUW����'LVFUHWLRQ�ZDV�ZDUUDQWHG�EHFDXVH�JXLGHOLQHV�ZHUH�WR�FRYHU�WKH�W\SLFDO�UDWKHU�WKDQ�WKH�H[FHSWLRQDO�FXVWRGLDO�DUUDQJHPHQW�@�7KH�FRPPLWWHH
V�GHFLVLRQ�ZDV�WR�UHWDLQ�WKLV�DSSURDFK��,Q�UHDFKLQJ�WKLV�HQG��WKH�FRPPLWWHH�IRXQG�WKDW�MRLQW�FXVWRG\�EHVW�H[SUHVVHG WKH�OHJDO�FRQGLWLRQ�LQ�ZKLFK�UHVSRQVLELOLW\�ZDV�KHOG�E\�ERWK�RI�D�FKLOG
V�SDUHQWV��+RZHYHU��VKDUHG�SK\VLFDO�FXVWRG\�ZRXOG�DGGUHVV�WKH�WLPH�WKDW�D�FKLOG�VSHQGV�ZLWK�HLWKHU�SDUHQW��)RU�WKH�ODWWHU�FRQFHSW��UHYLHZHUV�FRQFOXGHG�WKDW�WKH�SRVVLELOLWLHV�IRU�FKLOG VXSSRUW�DUH�HQGOHVV��+RZHYHU��WKH�FRPPLWWHH�UHMHFWHG�WKH�SURFHVVHV�XWLOL]HG�E\��>P@DQ\�6WDWHV���>WKDW�KDYH@�FRPSOLFDWHG�IRUPXODH�EDVHG�RQ�WKUHVKROG�WLPH�SHULRGV�GHHPHG�LQ�H[FHVV�RI�QRUPDO�YLVLWDWLRQ�RU�RWKHU�GHWHUPLQDWLYH�IDFWRUV���/HDYLQJ�WKLV�GHFLVLRQ�ZLWK�WKH�WULHU�RI�IDFW�ZDV�VHHQ�DV�WKH�PRVW�UHDOLVWLF�DOWHUQDWLYH��>�,G��DW�S�����@�
7ZR�WKLQJV�VHHPHG�WR�PRWLYDWH�0LVVRXUL�UHYLHZHUV��WKH�GHVLUH�WR�DYRLG�FRPSOH[LW\�DQG�D EHOLHI�WKDW�WKH�FXVWRG\�LVVXH�H[FHHGHG�WKH�FRPPLWWHH
V�VFRSH��7KH�6WDWH
V�UHYLHZ�UHSRUW�QRWHV�WKDW��>D@W�ULVN�RI�FDXVLQJ�FRQIXVLRQ��WKH�&RPPLWWHH�KDV�LQFOXGHG�LQ�WKH�FRPPHQWV���DQ�LQGLFDWLRQ�WKDW�ZKHUH�WKH�1&3�KDV�VLJQLILFDQWO\�PRUH�SK\VLFDO�FXVWRG\�RI�D�FKLOG���WKDQ�LV�QRUPDOO\�REVHUYHG�LQ�GLVVROXWLRQ�FDVHV��DQ�DGMXVWPHQW�RI�WKH�SUHVXPHG FKLOG�VXSSRUW�DPRXQW�PD\�EH�DSSURSULDWH���>�0LVVRXUL�5HSRUW��VXSUD��DW�S����@�
+RZHYHU��UHYLHZHUV�ZHUH�UHOXFWDQW�WR�VHW�D�EODQNHW�VKDUHG�FXVWRG\�SURFHGXUH��7KH\�EHOLHYHG�WKDW�D�VWDQGDUG�SURFHGXUH�PLJKW�XQGHUPLQH�WKH�HQWLUH�JXLGHOLQH�DSSURDFK�E\�VXJJHVWLQJ�WKDW�D�1&3�VKRXOG�UHFHLYH�D�UHGXFWLRQ�LQ�VXSSRUW�IRU�DQ\�SHULRG�VSHQW�ZLWK�WKH�FKLOG��7KHUHIRUH��WKH�GHFLVLRQPDNHU�LQ�HDFK�FDVH�ZRXOG�PDNH�WKLV�GHWHUPLQDWLRQ��
7KLV�WRSLF�DOVR�HQJHQGHUHG�FRQFHUQ�IRU�,OOLQRLV�UHYLHZHUV��:KLOH�WKH\�GLG�QRW�EHOLHYH�WKDW�GHFLVLRQPDNHUV�ZHUH�DGGUHVVLQJ�WKH�PDWWHU�DGHTXDWHO\��WKH\�IHOW�WKDW��LI�WKH�*XLGHOLQHV�VSHFLI\�DQ\WKLQJ�OLNH�WKH�>H[SHUW@�5HSRUW
V�UHFRPPHQGDWLRQ��WKH\�PD\�VSDZQ�HYHQ�JUHDWHU�FRQIXVLRQ���>�,OOLQRLV�5HSRUW��VXSUD��DW�S�����@�$V�D�UHVXOW��WKH�FRPPLWWHH�UHFRPPHQGHG�WKDW�WKH�PDWWHU�RI�VXSSRUW�LQ�MRLQW�FXVWRG\�FDVHV�EH�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��>�,G��@�
%HIRUH�PRYLQJ�WR�WKH�QH[W�VHFWLRQ��WKHUH�LV�RQH�ILQDO�DVSHFW�RI�WKH�MRLQW�FXVWRG\�DUUDQJHPHQW�WKDW�PXVW�EH�DGGUHVVHG��$ODVND�UHYLHZHUV�RIIHUHG D�UHFRPPHQGDWLRQ�IRU�D�FKLOG�VXSSRUW�FDOFXODWLRQ�ZKHQ�D�1&3�IDLOV�WR�IROORZ�WKURXJK�ZLWK�WKH�RUGHUHG�RU�DJUHHG�VKDUHG�FXVWRG\�VFKHPH��7KH�1&3�PD\�FKRRVH�QRW�WR�H[HUFLVH�KLV�RU�KHU�SDUW�RI�WKH�RUGHUHG�RU�DJUHHG�FXVWRG\�DUUDQJHPHQW��+RZHYHU��UHYLHZHUV�IRXQGWKDW�WKLV�FKRLFH�UHVXOWV�ERWK�LQ�KLJKHU�H[SHQVHV�WR�WKH�&3�DQG�OHVV�VXSSRUW��7R�UHFWLI\�WKLV�LQHTXLW\��WKH�1&3
V�IDLOXUH�WR�YLVLW�RU�H[HUFLVH�FXVWRG\�DV�LQWHQGHG�ZRXOG�EH�JURXQGV�IRU�D�PRGLILFDWLRQ�RI�VXSSRUW��>�$ODVND�0HPR��VXSUD��DW�SS����± ��@�+RZHYHU� WKH�FRPPLWWHH�ZRXOG�VSHFLILFDOO\�SURKLELW�D�&3�IURP�EHQHILWLQJ�LI�WKH�SDUHQW�KDG�GHQLHG�YLVLWDWLRQ�WR�WKH�RWKHU�SDUHQW��>�,G��@�
6SOLW�&XVWRG\
7KH�FRQFHSW�RI�VSOLW�RU�GLYLGHG�FXVWRG\�ZDV�D�IRFXV�IRU�D�QXPEHU�RI�6WDWH�UHYLHZ�WHDPV��,Q�WKH�ZRUGV�RI�WKH�$ODVND�UHYLHZ�FRPPLWWHH��VSOLW�RU�GLYLGHG�FXVWRG\�UHSUHVHQWV�WKH�VLWXDWLRQ�LQ�ZKLFK��RQH�SDUHQW�KDV�VROH�RU�SULPDU\�SK\VLFDO�FXVWRG\�RI�RQH�RU�PRUH�FKLOGUHQ�RI�WKH�UHODWLRQVKLS��DQG�WKH�RWKHU�SDUHQW�KDV�VROH�RU�SULPDU\�FXVWRG\�RI�RQH�RU�PRUH�RWKHU�FKLOGUHQ�RI�WKH�UHODWLRQVKLS���7KLV�VLWXDWLRQ�DOVR�FRXOG�DSSO\�WR�D�WKLUG�SDUW\��H�J���D�JUDQGSDUHQW�RU�RWKHU�OHJDO�JXDUGLDQ��ZKR�KDV�FXVWRG\�RI�RQH�RU�PRUH�RI�WKH�SDUHQWV
�FKLOGUHQ��HYHQ�WKRXJK�WKH�SDUHQW�RU�SDUHQWV�KDYH�UHWDLQHG�SK\VLFDO�FXVWRG\�RI�RQH�RU�PRUH�FKLOGUHQ��)RU�SXUSRVHV�RI�WKLV�GLVFXVVLRQ��KRZHYHU��UHIHUHQFH�ZLOO�EH�PDGH�RQO\�WR�VSOLW�FXVWRG\�E\�WKH�SDUHQWV�DQG�QRW�DUUDQJHPHQWV�ZLWK�RWKHU�FDUHJLYHUV��>�$ODVND�0HPR��VXSUD��DW�S�����VHH�DOVR�$ODEDPD�5HSRUW��VXSUD��DW�S�����@�6WDWHV�WKDW�GHDOW�ZLWK�WKLV�WRSLF�LQ�WKHLU�UHYLHZV�FRQVLGHUHG�WKH�FDOFXODWLRQ�RI�VXSSRUW�LQ�VXFK�FDVHV�DQG�WHFKQLFDO�IDFWRUV��VXFK�DV�WKH�W\SHV�RI�ZRUNVKHHWV�WR�EH�FRPSOHWHG��)LUVW�WXUQLQJ�WR�WKH�LVVXH�RI�VXSSRUW�FDOFXODWLRQ�LQ�VSOLW�FXVWRG\�FDVHV��WKH�UHYLHZV�RI�,OOLQRLV��$ODEDPD��DQG�&RORUDGR�DUH�LQVWUXFWLYH��
3ULRU�WR�WKH�,OOLQRLV�UHYLHZ��WKH�JXLGHOLQH�FRQWDLQHG�QR�PHFKDQLVP�IRU�GHFLGLQJ�VXSSRUW�LQ�VSOLW�FXVWRG\�FDVHV��5HYLHZHUV�UHFRPPHQGHG�WKH�FDOFXODWLRQ�RI�VHSDUDWH�VXSSRUW�REOLJDWLRQV�IRU�HDFK�KRXVHKROG��7KH�SDUHQW�ZLWK�WKH�ODUJHU�REOLJDWLRQ�ZRXOG�SD\�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�REOLJDWLRQV��,I�WKHUH�ZHUH�DQ\�DGG�RQ�H[SHQVHV��WKHVH�ZRXOG�EH�FDOFXODWHG�VHSDUDWHO\�DQG�SURUDWHG�EHWZHHQ�WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�LQFRPHV��>�,OOLQRLV�5HSRUW��VXSUD��DW�SS��������@�
,Q�$ODEDPD��WKH�UHYLHZ�WHDP�IRXQG�D�FRPPRQ�VSOLW�FXVWRG\�DSSURDFK²FDOFXODWLQJ�D�VLQJOH�VXSSRUW�RUGHU�IRU�DOO�RI�WKH�FKLOGUHQ�DQG�GLYLGLQJ�WKDW�VXP�E\�WKH�QXPEHU�RI�FKLOGUHQ�SUHVHQW�LQ�HDFK�KRPH²WR�EH�LQHTXLWDEOH�DQG�LPSUDFWLFDO��,QVWHDG��WKLV�FRPPLWWHH�UHFRPPHQGHG�WKH�SUHSDUDWLRQ�RI�RIIVHWWLQJ�JXLGHOLQH�FDOFXODWLRQV�DQG�WKH�SD\PHQW�RI�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�DV�WKH�VXSSRUW�DPRXQW��>�$ODEDPD�5HSRUW��VXSUD��DW�S�����@�
&LWLQJ�WKH�LQFUHDVHG�IUHTXHQF\�RI�VSOLW�FXVWRG\�FDVHV�DQG�WKH�RIWHQ�DFFRPSDQ\LQJ�FRQIXVLRQ��&RORUDGR
V�WHDP�DOVR�UHMHFWHG�WKH�MRLQW�FRPSXWDWLRQ�VSOLW�DOORFDWLRQ�DSSURDFK��+RZHYHU��WKH�FRPPLWWHH�VXJJHVWHG�D�VHSDUDWH�FRPSXWDWLRQ�RI�VXSSRUW�IRU�HDFK�FKLOG��7KH�DPRXQW�SHU�KRXVHKROG�ZRXOG�WKHQ�EH�WDOOLHG��DQG�WKH�SDUHQW�ZLWK�WKH�KLJKHU�REOLJDWLRQ�ZRXOG�SD\�WKH�GLIIHUHQFH�WR�WKH�RWKHU��>������&RORUDGR�5HSRUW��VXSUD��DW�S�����@�
7KH�2KLR�UHYLHZ�DGGUHVVHG�D�SUDFWLFDO�PDWWHU�UHODWHG�WR�VSOLW�FXVWRG\�FDVHV��WKH�ZD\�LQ�ZKLFK�WKHVH�FDVHV�DUH�FDOFXODWHG�RQ�WKH�JXLGHOLQH�ZRUNVKHHW��&RPPHQWHUV�VXJJHVWHG�DQ�DPHQGPHQW�RI�WKH�H[LVWLQJ�ZRUNVKHHW�IRU�VSOLW�FXVWRG\�LQIRUPDWLRQ�DQG�FDOFXODWLRQV��%\�KDYLQJ�DOO�VLWXDWLRQV�FRYHUHG�RQ�RQH�IRUP��WKH�SDUWLHV�ZRXOG�EH�DEOH�WR�XVH�D�VLQJOH�IRUP�IRU�DQ\�VFHQDULR��5HYLHZHUV�DOVR�ZHUH�LQIOXHQFHG�E\�FRVW��7KH�SURSRVHG�ZRUNVKHHW�ZRXOG�KDYH�GRXEOHG�WKH�OHQJWK�RI�HDFK�SULQWHG�IRUP��ZKLFK�ZRXOG�EH�DQ�XQHFRQRPLFDO�
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RXWFRPH�JLYHQ�WKH�UHODWLYHO\�VPDOO�QXPEHU�RI�VSOLW�FXVWRG\�FDVHV�SUHVHQWHG�DQQXDOO\��7KH�UHYLHZ�WHDP�EHOLHYHG��DQG�WKH�OHJLVODWXUH�DJUHHG��WKDW�LW�ZRXOG�EH�PRUH�ILVFDOO\�UHVSRQVLEOH�WR�GHYHORS�D�VHSDUDWH�VSOLW�FXVWRG\�ZRUNVKHHW�IRU�XVH�RQO\�LQ�WKH�UHOHYDQW�FDVHV��>�2KLR�5HSRUW��VXSUD��DW�S�����@�
6WDWH�&XVWRG\
8S�WR�WKLV�SRLQW��WKH�YLVLWDWLRQ�FXVWRG\�GLVFXVVLRQ�KDV�IRFXVHG�RQ�DUUDQJHPHQWV�EHWZHHQ�WKH�FKLOG
V�SDUHQWV��>�7KH SHUVRQ�ZLWK�VXSSRUW�UHVSRQVLELOLW\�PD\�EH�D�QDWXUDO�RU�DGRSWLYH�SDUHQW��6RPH�6WDWHV�DOVR�PD\�LQFOXGH�D�OHJDO�JXDUGLDQ��LI�WKH�GXW\�RI�VXSSRUW�IROORZV�IURP�WKDW�SRVLWLRQ�@�$QRWKHU�LPSRUWDQW�PDWWHU�ZDV�WKH�GHWHUPLQDWLRQ�RI�WKH�FKLOG�VXSSRUW�RZHG�WR�WKH�6WDWH�ZKHQ�D�FKLOG�LV�LQ�6WDWH�FDUH�EHFDXVH�RI�DEXVH��QHJOHFW��GHOLQTXHQF\��RU�RWKHU�UHDVRQV��
$ODVND
V�UHYLHZHUV�UHFRPPHQGHG�WRWDO�UHYLVLRQ�RI�WKH�JXLGHOLQH�SURYLVLRQ�RQ�VXSSRUW�LQ�6WDWH�FXVWRG\�FDVHV��7KH\�IRXQG�WKDW�WKH�6WDWH
V�JXLGHOLQH�RQO\�ZRUNHG�ZHOO�IRU�FDVHV�LQ�ZKLFK�DOO�RI�D�IDPLO\
V�FKLOGUHQ�ZHUH�LQ�6WDWH�FXVWRG\��LQ�WKRVH�LQVWDQFHV��WKH�JXLGHOLQH�ZRXOG�EH�DSSOLHG��DQG�WKH�SDUHQWV�ZRXOG�SD\�WKH�6WDWH�WKH�XVXDO�EDVLF�DZDUG��+RZHYHU��ZKHQ�WKH�6WDWH�KDG�DVVXPHG�FRQWURO�RI�RQH�RU�PRUH��EXW�QRW�DOO��RI�WKH�FKLOGUHQ��DSSOLFDWLRQ�RI�WKH�XVXDO�SHUFHQWDJHV�SURGXFHG�LQHTXLWLHV��7R�UHFWLI\�WKLV�VLWXDWLRQ��WKH�UHYLHZ�WHDP�UHFRPPHQGHG�WKDW�LI�DOO�FKLOGUHQ�JR�LQWR�6WDWH�FXVWRG\��WKH�SDUHQWV�ZRXOG�RZH�D�VXSSRUW�REOLJDWLRQ�HTXDO�WR�WKHLU�DGMXVWHG�DQQXDO�LQFRPHV��PXOWLSOLHG�E\�D�FHUWDLQ�SHUFHQWDJH��+RZHYHU��LI�WKH�6WDWH�ZHUH�WR�WDNH�VRPH��EXW�QRW�DOO��RI�D�IDPLO\
V�FKLOGUHQ��WKH�REOLJDWLRQ�ZRXOG�EH�HTXDO�WR�WKH�DGMXVWHG�DQQXDO�LQFRPH��PXOWLSOLHG�E\�WKH�WRWDO�QXPEHU�RI�FKLOGUHQ��PXOWLSOLHG�E\�WKH�QXPEHU�RI�FKLOGUHQ�LQ�6WDWH�FXVWRG\��DQG�GLYLGHG�E\�WKH�WRWDO�QXPEHU�RI�FKLOGUHQ��7KH�WRWDO�RQO\�ZRXOG�DSSO\�WR�FKLOGUHQ�SODFHG�ZLWK�WKH�6WDWH��FKLOGUHQ�FXUUHQWO\�ZLWK�WKH�SDUHQW��RU�FKLOGUHQ�LQ�WKH�SDUHQW
V�OHJDO�FXVWRG\�WKRXJK�ORFDWHG�HOVHZKHUH�DQG�VXEVWDQWLDOO\�VXSSRUWHG�E\�WKH�SDUHQW��7KH�SDUHQWV
�RWKHU�FKLOGUHQ��VXFK�DV�WKRVH�ZKR�KDYH�EHHQ�DGRSWHG��ZRXOG�QRW�EH�LQFOXGHG�LQ�WKH�WRWDO��>�$ODVND�0HPR��VXSUD��DW�SS�����± ���@�
&KDQJHV�DOVR�ZHUH�SURSRVHG�WR�1RUWK�'DNRWD
V�JXLGHOLQH�SURYLVLRQV�RQ�VXSSRUW�LQ�IRVWHU�FDUH�FDVHV��5HYLHZHUV�GHFLGHG�WR�VLPSOLI\�WKH�FDOFXODWLRQ�RI�VXSSRUW�LQ�WKHVH�FDVHV��,I�SDUHQWV�OLYH�WRJHWKHU�DQG�RZH�QR�GXW\�RI�VXSSRUW�WR�RWKHU�FKLOGUHQ��WKHLU�LQFRPHV�ZRXOG�EH�FRPELQHG�DQG�D�MRLQW�VXSSRUW�DZDUG�FDOFXODWHG��,I�WKH�SDUHQWV�OLYH�VHSDUDWHO\��HDFK�SDUHQW�ZRXOG�EH�FRQVLGHUHG�D�VHSDUDWH�REOLJRU�IRU�ZKRP�VXSSRUW�ZRXOG�EH�GHWHUPLQHG�DFFRUGLQJO\��(DFK�FKLOG�LQ�IRVWHU�FDUH�ZRXOG�EH�DQ�REOLJHH�IRU�FKLOG�VXSSRUW�SXUSRVHV��)XUWKHUPRUH��LI�WKH�FDOFXODWHG�VXSSRUW�DPRXQW�H[FHHGV�WKH�IRVWHU�FDUH�FRVW��VXSSRUW�ZRXOG�EH�UHGXFHG�WR�WKH�OHYHO�RI�IRVWHU�FDUH�UHLPEXUVHPHQW��>�1RUWK�'DNRWD�$PHQGPHQWV��VXSUD���DW�S���������������������@�5HYLHZHUV�WRRN�WKLV�DFWLRQ�EDVHG�RQ�FRPPHQWV�DQG�GHFLGHG�WKDW�WKH�PRVW�DSSURSULDWH�UHVSRQVH�ZRXOG�EH�WR�WUHDW�DOO�IRVWHU�FDUH�FDVHV�DV�PXOWLSOH IDPLO\�FDVHV��>�&RPPHQWV�WR�3URSRVHG�$GPLQLVWUDWLYH�&RGH�$PHQGPHQWV��VXSUD��DW�S�����@�
*XLGHOLQH�+DQGOLQJ�RI�0XOWLSOH�)DPLO\�&DVHV
$V�GLVFXVVHG�SUHYLRXVO\��WKH�H[LVWHQFH�RI�PXOWLSOH�IDPLOLHV�KDV�UDLVHG�D�KRVW�RI�LVVXHV�UHODWHG�WR�WKH�GHWHUPLQDWLRQ�RI�FKLOG�VXSSRUW�XQGHU�D�V\VWHP�RI�JXLGHOLQHV��>�)RU�D�GLVFXVVLRQ�RI�PXOWLSOH�IDPLOLHV�DV�DQ�LQFRPH�DGMXVWPHQW�IDFWRU��VHH�SS�����± ����VXSUD��@�6RPH�MXULVGLFWLRQV�KDYH�GHFLGHG�WR�PDNH�VXSSRUW�REOLJDWLRQV�WR�RWKHU�GHSHQGHQWV�D�ZD\�IRU�D�SDUHQW�WR�UHGXFH�WKH�LQFRPH�DYDLODEOH�IRU�VXSSRUW��2WKHU�6WDWHV�HLWKHU�KDYH�LQFRUSRUDWHG�VXFK�VXSSRUW�REOLJDWLRQV�LQWR�WKH�DFWXDO�FDOFXODWLRQ�RI�VXSSRUW�IRU�WKH�FKLOG�DW�LVVXH�RU�KDYH�OHIW�LW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��7KH�GLVFXVVLRQV�RI�UHYLHZ�WHDPV�UHJDUGLQJ�WKH�ODWWHU�WZR�PHWKRGV�DUH�DGGUHVVHG�LQ�WKH�IROORZLQJ�VHFWLRQV��
,QFRUSRUDWLQJ�0XOWLSOH�)DPLOLHV�,QWR�*XLGHOLQH�)RUPXODH
5HFRJQL]LQJ�WKH�IUHTXHQF\�RI�PXOWLSOH�IDPLO\�FDVHV��0DVVDFKXVHWWV�UHYLHZHUV�UHFRPPHQGHG�D�FKDQJH�WR�WKDW�6WDWH
V�JXLGHOLQH��3ULRU�WR�WKLV�DPHQGPHQW��WKH�JXLGHOLQH�RQO\�FRYHUHG�FKLOG�VXSSRUW�LQ�VLPSOH�FDVHV��6XSSRUW�SDLG�SXUVXDQW�WR�DQ�RUGHU�VHFXUHG�E\�D�SULRU�IDPLO\�ZRXOG�EH�FRQVLGHUHG��ZKHUHDV�H[SHQVHV�IRU�VXEVHTXHQW�IDPLOLHV�ZRXOG�QRW�EH�FRQVLGHUHG��,I�WKHUH�ZHUH�FKLOGUHQ�IURP�SULRU�UHODWLRQVKLSV�ZKR�ODFNHG�HVWDEOLVKHG�VXSSRUW�RUGHUV�RU�LI�VXEVHTXHQW�FKLOGUHQ�ZHUH�LQYROYHG��WKHVH�FDVHV�ZRXOG�EH�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�FKLOG�VXSSRUW�GHFLVLRQPDNHU��>�0DVVDFKXVHWWV�5HSRUW��VXSUD���DW�S�����@�
7KH�0DVVDFKXVHWWV�FRPPLWWHH�UHFRPPHQGHG�D�JXLGHOLQH�UHYLVLRQ�WR�WKH�VHFWLRQ�RQ�VXEVHTXHQW�IDPLO\�H[SHQVHV��8QGHU�WKH�QHZ�SURYLVLRQ��WKH�UHJXODU�FKLOG�VXSSRUW�VFKHGXOH�SUHVXPSWLYHO\�ZRXOG�SHUPLW�WKH�REOLJRU�WR�UHWDLQ�VXIILFLHQW�IXQGV�WR�VXSSRUW�DQ\�FKLOG�LQ�WKH�FXUUHQW�KRXVHKROG��,Q�D�PRGLILFDWLRQ�SURFHHGLQJ�EURXJKW�E\�WKH�&3��WKLV�SUHVXPSWLRQ�FRXOG�EH�UHEXWWHG�E\�SURRI�WKDW�DSSOLFDWLRQ�RI�WKH�JXLGHOLQH�ZRXOG�SODFH�WKH�REOLJRU
V�KRXVHKROG�DW�D�ORZHU�VWDQGDUG�RI�OLYLQJ�WKDQ�WKDW�DYDLODEOH�WR�WKH�FKLOG�DW�LVVXH��,I�WKH�REOLJRU
V�DUJXPHQW�ZHUH�FRQYLQFLQJ��WKH�GHFLVLRQPDNHU�FRXOG�RUGHU�D�PRGLILHG�VXSSRUW�DPRXQW�WKDW�ZRXOG�SXW�WKH�WZR�KRXVHKROGV�DW�FRPSDUDEOH�VWDQGDUGV�RI�OLYLQJ��>�,G���6WDQGDUGV�RI�OLYLQJ�ZHUH�WR�EH�FRPSXWHG�XVLQJ�WKH�HQWLUH�KRXVHKROG�LQFRPH�DQG�VL]H�RQ�WKH�EDVLV�RI�WKH�PRVW�UHFHQW�SRYHUW\�OHYHO�GDWD�@�'HFLVLRQPDNHUV�ZHUH�SURYLGHG�WKH�IROORZLQJ�IRUPXOD�WR�DVVLVW�LQ�WKH�FDOFXODWLRQ�RI�D�FKLOG�VXSSRUW�RUGHU��

�,2�[�:&��� �,&�[�:2�:&���:2�ZKHUH�,2�UHSUHVHQWV�WKH�JURVV�ZHHNO\�LQFRPH�RI�WKH�REOLJRU
V�KRXVHKROG��,&�LV�WKH�JURVV�ZHHNO\�LQFRPH�RI�WKH�FKLOG
V�KRXVHKROG��:2�LV�WKH�ZHHNO\�LQFRPH�VWDQGDUG�IRU�WKH�REOLJRU
V�KRXVHKROG��DQG�:&�LV�WKH�ZHHNO\�LQFRPH�VWDQGDUG�IRU�WKH�FKLOG
V�KRXVHKROG��>�,G��DW�S�����@�
*XLGHOLQHV�LQ�1RUWK�'DNRWD�DOVR�ZHUH�WDUJHWHG�IRU�UHYLVLRQ�WR�EHWWHU�DGGUHVV�PXOWLSOH�IDPLO\�FDVHV��5HYLHZHUV�DFNQRZOHGJHG�WKDW�REOLJRUV�KDYH�D�GXW\�WR�VXSSRUW�DOO�RI�WKHLU�FKLOGUHQ��>�1RUWK�'DNRWD�&RPPHQWV��VXSUD��DW�S����@�+HQFH��UHYLHZHUV�UHFRPPHQGHG�DQ�DPHQGPHQW�RI�WKH�VWDWXWRU\�ODQJXDJH�WKDW�ZRXOG�UHDG�DV�IROORZV��
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�����������������'HWHUPLQDWLRQ�RI�VXSSRUW�DPRXQW�LQ�PXOWLSOH�IDPLO\�FDVHV��
��7KLV�VHFWLRQ�PXVW�EH�XVHG�WR�GHWHUPLQH�WKH�FKLOG�VXSSRUW�DPRXQW�SUHVXPHG�WR�EH�WKH�FRUUHFW�DPRXQW�RI�FKLOG�VXSSRUW�LQ�DOO�FDVHV�LQYROYLQJ�DQ�REOLJRU�ZKR��D�2ZHV�GXWLHV�RI�VXSSRUW�SD\DEOH�WR�WZR�RU�PRUH�REOLJHHV��RU�E�2ZHV�D�GXW\�RI�VXSSRUW�WR�DW�OHDVW�RQH�REOLJHH�DQG�DOVR�RZHV�D�GXW\�RI�VXSSRUW�WR�D FKLOG�OLYLQJ�ZLWK�WKH�REOLJRU�ZKR�LV�QRW�DOVR�WKH�FKLOG�RI�WKDW�REOLJHH�������$�K\SRWKHWLFDO�DPRXQW�WKDW�UHIOHFWV�WKH�FRVW�RI�VXSSRUWLQJ�FKLOGUHQ�OLYLQJ�ZLWK�WKH�REOLJRU���DQG�D�K\SRWKHWLFDO�DPRXQW�GXH�WR�HDFK�REOLJHH���PXVW�ILUVW�EH�GHWHUPLQHG�IRU�WKH�FKLOGUHQ�OLYLQJ�ZLWK�WKH�REOLJRU�DQG�HDFK�REOLJHH��ZKHWKHU�RU�QRW�WKH�REOLJHH�LV�D�SDUW\�WR�WKH�SURFHHGLQJ���DVVXPLQJ�IRU�SXUSRVHV�RI�WKDW�GHWHUPLQDWLRQ��D�7KH�REOLJRU�KDV�QR�VXSSRUW�REOLJDWLRQV�H[FHSW�WR�WKH�REOLJHH�LQ�TXHVWLRQ��DQG�E�7KH�JXLGHOLQHV�DPRXQW�LV�QRW�UHEXWWHG����$�K\SRWKHWLFDO�DPRXQW�GXH�WR�HDFK�REOLJHH���PXVW�QH[W�EH�GHWHUPLQHG�IRU�HDFK�REOLJHH�ZKR�LV�D�SDUW\�WR�WKH�SURFHHGLQJ��DVVXPLQJ�IRU�WKH�SXUSRVHV�RI�WKDW�GHWHUPLQDWLRQ��D�7KH�REOLJRU
V�QHW�LQFRPH�LV�UHGXFHG�E\�����7KH�DPRXQW�RI�FKLOG�VXSSRUW�GXH�WR�DOO�RWKHU�REOLJHHV���DQG����7KH�FRVW�RI�VXSSRUWLQJ�D�FKLOG�OLYLQJ�ZLWK�WKH�REOLJRU��ZKR�LV�QRW�DOVR�WKH�FKLOG�RI�WKDW�REOLJHH�����E�7KH�JXLGHOLQHV�DPRXQW�LV�QRW�UHEXWWHG��DQG�F�$Q\�VXSSRUW�DPRXQW�RWKHUZLVH�GHWHUPLQHG�WR�EH�OHVV�WKDQ�RQH�GROODU�LV�GHWHUPLQHG�WR�EH�RQH�GROODU����)RU�HDFK�REOLJHH�EHIRUH�WKH�FRXUW��WKH�VXSSRUW�REOLJDWLRQ�SUHVXPHG�WR�EH�WKH�FRUUHFW�DPRXQW�RI�FKLOG�VXSSRUW�LV�HTXDO�WR�RQH�KDOI�RI�WKH�WRWDO�RI�WKH�WZR�DPRXQWV�GHWHUPLQHG��ZLWK�UHVSHFW�WR�WKDW�REOLJHH��XQGHU�VHFWLRQV���DQG������7KH�IDFW��LI�LW�LV�D�IDFW��WKDW�WKH�REOLJRU�LV�UHTXLUHG�WR�SD\��RU�SD\V��D�GLIIHUHQW�DPRXQW�WKDQ�WKH�K\SRWKHWLFDO�DPRXQWV�GHWHUPLQHG�XQGHU�VXEVHFWLRQV���DQG���LV�QRW�D�EDVLV�IRU�GHYLDWLRQ�IURP�WKH�SURFHGXUH�GHVFULEHG�LQ�WKLV�VHFWLRQ��>�3URSRVHG�1RUWK�'DNRWD�*XLGHOLQHV��VXSUD��DW�SS�����± ���@�
'LVFUHWLRQDU\�7UHDWPHQW�RI�0XOWLSOH�)DPLO\�&DVHV
2WKHU�6WDWH�UHYLHZ�WHDPV�IHOW�WKDW�GHFLVLRQV�UHJDUGLQJ�WKH�VHWWLQJ�RI�VXSSRUW�LQ�PXOWLSOH�IDPLO\�FDVHV�ZHUH�EHVW�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU��)RU�H[DPSOH��$ODEDPD�UHYLHZHUV�IRXQG�WKH�PXOWLSOH�IDPLO\�LVVXH�WR�EH�ODUJHO\�FRYHUHG�E\�FDVH�ODZ��:KLOH�UHYLHZHUV�GLG�QRW�IHHO�UHVSRQVLEOH�IRU�UHFRPPHQGLQJ��D�PDMRU�GRFWULQDO�FKDQJH���LQ�WKH�FDVH�ODZ�RI�>WKH@�6WDWH���UHYLHZHUV�GLG�VXJJHVW�DQ�DPHQGPHQW�RI�WKH�JXLGHOLQH�FRPPHQWV�UHJDUGLQJ�WKH�WUHDWPHQW�RI�VHFRQG�IDPLOLHV��7KH�SURSRVDO�ZDV�WR�SURKLELW�DQ�LQFRPH�GHGXFWLRQ�IRU�VXEVHTXHQW�FKLOGUHQ�EXW�WR�SHUPLW�WKH�FRQVLGHUDWLRQ�RI�HYLGHQFH�UHJDUGLQJ�WKH�DPRXQW�RI�VXSSRUW�SDLG�IRU�VXFK�FKLOGUHQ�WR�UHEXW�SUHVXPSWLYH�JXLGHOLQH�DZDUGV�LQ�VSHFLILF�FLUFXPVWDQFHV��>�$ODEDPD�5HSRUW��VXSUD���DW�S�����@�
7KH�UHYLHZHUV�LQ�$UNDQVDV�DGGHG�VXSSRUW�RQ�EHKDOI RI�GHSHQGHQW�FKLOGUHQ��LQFOXGLQJ�WKH�DPRXQW�D�SDUHQW�DFWXDOO\�SD\V��WR�WKH�OLVW�RI�IDFWRUV�WKDW�FRXOG�SUHFLSLWDWH�DQ�DGMXVWPHQW�WR�WKH�FKLOG�VXSSRUW�REOLJDWLRQ��7KH�VXSSRUW�SD\PHQWV�PHQWLRQHG�DERYH�GLG�QRW�KDYH�WR�EH�PDGH�SXUVXDQW�WR�D�FRXUW�RUGHU�WR�EH�XVHG�LQ�WKLV�ZD\��>�,Q�UH�&KLOG�6XSSRUW�*XLGHOLQHV��SHWLWLRQ�WR�UHYLVH�JXLGHOLQHV���([KLELW�$��2FWREHU�����������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH���$UNDQVDV�*XLGHOLQH�3HWLWLRQ���@�)XUWKHUPRUH��LQ�$ODVND�WKH�JXLGHOLQH�UHYLHZ�FRPPLWWHH�FRQFOXGHG�WKDW�XQGHU�QRUPDO�FLUFXPVWDQFHV�WKH�H[LVWHQFH�RI�VXEVHTXHQW�IDPLOLHV�ZRXOG�QRW�FRQVWLWXWH�D�EDVLV�IRU�YDU\LQJ�IURP�WKH�JXLGHOLQHV��:KHUHDV�WKH�FKLOG�VXSSRUW�DZDUG�FRXOG�EH�UHGXFHG�LI�D�WULHU�RI�IDFW�ILQGV�WKDW�D�IDLOXUH�WR�UHGXFH�VXSSRUW�ZRXOG�FDXVH�VXEVWDQWLDO�KDUGVKLS�WR�WKH�VXEVHTXHQW�IDPLO\��ZKHQHYHU�VXEVWDQWLDO�KDUGVKLS�LV�FODLPHG��WKH�GHFLVLRQPDNHU�ZRXOG�EH�SHUPLWWHG�WR�FRQVLGHU�LQFRPH�DQG�SRWHQWLDO�LQFRPH�RI�ERWK�SDUHQWV�RI�WKDW�FKLOG�LQ�WKH�REOLJRU
V�KRPH��>�$ODVND�0HPR��VXSUD��DW�SS����± ��@�,Q�DGGLWLRQ��WKH�FRPPLWWHH�VSHFLILFDOO\�VWDWHG�WKDW�LQFRPH�GHULYHG�IURP�D�VHFRQG�MRE��ZKLFK�ZDV�WDNHQ�VSHFLILFDOO\�WR�PHHW�WKH�QHHGV�RI�D�VXEVHTXHQW�IDPLO\��FRXOG�EH�H[FOXGHG�IURP�LQFRPH�LQ�PRGLILFDWLRQ�FDVHV�EURXJKW�E\�WKH�&3��>�,G��@�
*XLGHOLQH�$PRXQW�$GG�2QV�DQG�'HYLDWLRQV
2QFH�D�EDVLF�JXLGHOLQH�VXSSRUW�DPRXQW�LV�FRPSXWHG��WKHUH�DUH�VHYHUDO�SRVVLEOH�DGMXVWPHQWV�WR�WKDW�DPRXQW�WKDW�ZRXOG�UHVXOW�LQ�DQ�DZDUG�KLJKHU�RU�ORZHU�WKDQ�WKH�VWULFW�JXLGHOLQH�JHQHUDWHG�DPRXQW��L�H���D�GHYLDWLRQ���$PRQJ�WKRVH�LWHPV�DUH�FKLOG�FDUH�FRVWV��KHDOWK�LQVXUDQFH�SUHPLXPV��FRVWV�RI�XQLQVXUHG�KHDOWK�FDUH��DQG�FRVWV�RI�SRVWVHFRQGDU\�HGXFDWLRQ��:KLOH�VRPH�MXULVGLFWLRQV�LQFOXGHG�WKHVH�VDPH�IDFWRUV�DV�LQFRPH�DGMXVWHUV��RWKHU�6WDWHV�FKRVH�WR�WUHDW�WKHP�DV�EHORZ�WKH�OLQH�IDFWRUV��
&KLOG�&DUH�&RVWV
$W�OHDVW�WZR�6WDWH�UHYLHZ�ERGLHV�FRQVLGHUHG�FKLOG�FDUH�H[SHQVHV�D��EHORZ�WKH�OLQH��DGMXVWPHQW�WR�FKLOG�VXSSRUW��6HYHUDO�6WDWHV�DGGUHVVHG�WKH�FLUFXPVWDQFHV�WKDW�SURPSWHG�WKH�FKLOG�FDUH�H[SHQVH��)RU�H[DPSOH��'HODZDUH�DSSURYHG�UHYLHZHUV
�UHFRPPHQGDWLRQV�WKDW�RQO\�WKH�DFWXDO�H[SHQVHV�LQFXUUHG�E\�D�ZRUNLQJ�&3�VKRXOG�EH�FRQVLGHUHG��>������'HODZDUH�5HSRUW��VXSUD��DW�S����@�8WDK
V�UHYLHZ�WHDP�GLVFXVVHG�WKH�YDOLGLW\�RI�H[SHQVHV�DQG�UHFRPPHQGHG�VWDWXWRU\�UHYLVLRQV�WKDW�ZRXOG�UHTXLUH�WKH�YHULILFDWLRQ�RI�DPRXQWV�SDLG IRU�DQG�VRXUFHV�RI�DQ\�VXFK�FKLOG�FDUH��>�8WDK�5HSRUW��VXSUD��DW�S����@�)XUWKHUPRUH��&RORUDGR�UHYLHZHUV�FRQFOXGHG�WKDW�XQHPSOR\HG�&3V�RQO\�VKRXOG�EH�DEOH�WR�FROOHFW�FKLOG�FDUH�FRVWV�WKDW�DUH�ERQD�ILGH�DQG�DFWXDOO\�ZRUN�UHODWHG��L�H���WKRVH�LQFXUUHG�WR�HQDEOH�WKDW�SDUHQW�WR�ILQG�RU�UHFHLYH�WUDLQLQJ�IRU�D�MRE���>������&RORUDGR�5HSRUW��VXSUD���DW�S�����@�5HYLHZHUV�LQ�&RORUDGR�UHDVRQHG�WKDW�FKLOG�FDUH�FRVWV�DUH��D�GLUHFW�FRVW�WR�WKH�FXVWRGLDO�SDUHQW�DQG�TXLWH�RIWHQ���VXEVWDQWLDO����,Q�PDQ\�FDVHV�WKH�FXVWRGLDO�SDUHQW�FRXOG�QRW�DIIRUG�WR�ZRUN�ZLWKRXW�FRQWULEXWLRQ�IURP�WKH�QRQFXVWRGLDO�SDUHQW�IRU�WKHVH�FRVWV���>������&RORUDGR�5HSRUW��VXSUD���DW�S�����@�6WDWH�ODZ�SURYLGHG�IRU�WKH�IROORZLQJ��� Â:RUN�UHODWHG�FKLOG�FDUH�FRVWV�WR�EH�DQ�DGG�RQ�WR�WKH�EDVLF�FKLOG�VXSSRUW RUGHU��� Â$�FDS�RQ�WKRVH�FRVWV��VHW�DW�WKH�W\SLFDO�OLFHQVHG�FKLOG�FDUH�FRVW�ZLWKLQ�WKH�6WDWH��� Â7KH�)HGHUDO�LQFRPH�WD[�FUHGLW�IRU�FKLOG�FDUH�WR�EH�VXEWUDFWHG�IURP�WKH�DFWXDO�FRVW�LQ�RUGHU�WR�DUULYH�DW�WKH�QHW�ILJXUH��DQG�� Â7KH�GLYLVLRQ�RI�WKLV�FRVW�EHWZHHQ WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�DGMXVWHG�JURVV�LQFRPHV��>�,G��@�
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7KH�FRPPLWWHH�EHOLHYHG�WKDW�WKLV�ODZ�RIIHUHG��DQ�XQFRPSOLFDWHG�PHWKRG�RI�HTXLWDEO\�GLVWULEXWLQJ�WKH�GLUHFW�FRVW�RI�ZRUN�UHODWHG�FKLOG�FDUH�FRVWV���>�,G��DW�S�����@�7KHUHIRUH��WKH\�UHFRPPHQGHG�QR�FKDQJH�WR�WKH�WUHDWPHQW�RI�WKLV�DVSHFW�RI�VXSSRUW��
7KH�1HYDGD�UHSRUW�LQGLFDWHG�WKDW�WKH�FXUUHQW�JXLGHOLQH�GLG�QRW�SUHVXPSWLYHO\�LQFOXGH�FKLOG�FDUH�H[SHQVHV��,QVWHDG��WKH�ODZ�WUHDWHG�WKHVH�FRVWV�DV�D�VSHFLILF�IDFWRU�WR�EH�UHVROYHG�E\�WKH�GHFLVLRQPDNHU��>�1HYDGD�5HSRUW��VXSUD��DW�S�����@�7KH�FRPPLWWHH�DJUHHG�WKDW��FKLOG�FDUH�FRVWV�>ZHUH@�QRW�DGHTXDWHO\�UHIOHFWHG�LQ�WKH�FXUUHQW�VWDWXWRU\�IUDPHZRUN��HVSHFLDOO\�QRW�LQ�FDVHV�ZKHUH�ERWK�SDUHQWV�DUH�ZRUNLQJ�DQG�DW�OHDVW�RQH�FKLOG�LV�QRW�\HW�RI�VFKRRO�DJH���>�,G��DW�S�����@�([SHULHQFH�VKRZHG�WKDW�WKH�6WDWH
V�GHFLVLRQPDNHUV�VHOGRP�DSSOLHG�WKH�FKLOG�FDUH�FRVW�GHYLDWLRQ�IDFWRU��
5HYLHZHUV�QRWHG�D�SRVVLEOH�UHVSRQVH��LQFRUSRUDWLQJ�VRPH�DPRXQW�LQWR�WKH�JXLGHOLQH�IRU�FKLOG�FDUH�FRVWV�VR�WKDW�LW�ZRXOG�EH�LQFOXGHG WR�DQ�H[WHQW�LQ�HDFK�RUGHU��&LWLQJ�IDLUQHVV��KRZHYHU��UHYLHZHUV�WKRXJKW�LW��EHVW�QRW�WR�SUHVXPH�WKH�H[LVWHQFH�RI�VXFK�H[SHQVHV���VLQFH�LQ�VRPH�FDVHV�WKH�H[SHQVH�ZLOO�EH�]HUR��ZKLOH�LQ�RWKHUV�LW�PLJKW�EH�FRQVLGHUDEOH��7KH�EHVW�DSSURDFK�ZRXOG�EH�WR�OHDYH�FKLOG�FDUH�IDFWRUV�RXWVLGH�RI�WKH�IRUPXOD�DQG�DGG�WKHP�WR�WKH�VXSSRUW�REOLJDWLRQ�RQO\�ZKHQ�WKH�IDFWV�RI�WKH�FDVH�VR�ZDUUDQW���>�,G��DW�S�����@�$FFRUGLQJO\��WKH�FRPPLWWHH�RIIHUHG�PRGLILFDWLRQ�RI�WKH�JXLGHOLQH�WR�UHIOHFW�WKLV�QRWLRQ��
0HGLFDO�,QVXUDQFH�3UHPLXPV
0HGLFDO�LQVXUDQFH�SUHPLXPV�DOVR�ZHUH�DFFRUGHG�EHORZ�WKH�OLQH�WUHDWPHQW�E\�VRPH�MXULVGLFWLRQV��)RU�H[DPSOH��WKH�UHYLHZ�WHDPV�LQ�ERWK�,GDKR�DQG�2KLR�UHFRPPHQGHG�D�JXLGHOLQH�FKDQJH��LQVWHDG�RI�FRQVWLWXWLQJ�DQ�LQFRPH�GHGXFWLRQ�IRU�WKH�SD\LQJ�SDUHQW��SUHPLXP�SD\PHQWV�ZRXOG�EH�DGG�RQV�WR�WKH�VXSSRUW�DZDUG��>�,GDKR�0LQXWHV��VXSUD��DW�SS�����± ����2KLR�5HSRUW��VXSUD���DW�S����@�3HU�WKH�2KLR�WHDP��WKLV�FKDQJH�ZRXOG�EH�D�PRUH�HTXLWDEOH�ZD\�WR�DGGUHVV�WKH�H[SHQVH��>�2KLR�5HSRUW��VXSUD��DW�S�����@�
,Q������$ODEDPD�UHYLHZHUV�ZHUH�UHOXFWDQW�WR�PDNH�VXEVWDQWLDO�FKDQJHV�UHJDUGLQJ�PHGLFDO�FDUH�FRVWV�DQG�KHDOWK�LQVXUDQFH�EHFDXVH�RI�WKH�DQWLFLSDWHG�FKDQJHV�DW�WKH�)HGHUDO�OHYHO��1HYHUWKHOHVV��WKH\�UHFRPPHQGHG�DQ�DGG�RQ�DSSURDFK�WR�WDNH�WKH�SODFH�RI�WKH�DGMXVWPHQW�WR�LQFRPH�PHWKRG�FXUUHQWO\�LQ�XVH���>7@KH�SUHVHQW�PHWKRG�RI�DOORZLQJ�RQO\�D�GHGXFWLRQ�IURP�JURVV�LQFRPH�IRU�WKH�FRVW�RI�KHDOWK�LQVXUDQFH�LV�QRW�UHDOLVWLF�ZKHQ�FRPSDUHG�WR�WKH�HIIHFW�LW�KDV�RQ�WKH�RYHUDOO�FKLOG�VXSSRUW�REOLJDWLRQ���>�$ODEDPD�5HSRUW��VXSUD��DW�S����@�
+HDOWK�LQVXUDQFH�ZDV�WUHDWHG�GLIIHUHQWO\�LQ�0LVVRXUL��5HYLHZHUV�UHFRPPHQGHG�UHVWUXFWXULQJ�WKH�JXLGHOLQH�ZRUNVKHHW�VR�WKDW�WKH�SUHVXPSWLYH�FKLOG�VXSSRUW�DPRXQW�ZRXOG�EH�UDLVHG�DXWRPDWLFDOO\�ZKHQ�WKH�&3�SDLG�WKH�LQVXUDQFH�SUHPLXPV��+RZHYHU��WKH�1&3�ZRXOGUHFHLYH�D�FUHGLW��WKHUHE\�ORZHULQJ�WKH�EDVLF�VXSSRUW�DPRXQW��LI�WKH�1&3�SDLG�WKH�SUHPLXP��7KH�DGGLWLRQ�RU�UHGXFWLRQ�RI�VXSSRUW�ZRXOG�EH�LQ�WKH�DPRXQW�RI�WKH�SDUHQW
V�SUR�UDWD�VKDUH�RI�WKH�FRVW��>�0LVVRXUL�5HSRUW��VXSUD��DW�S����@�
)ORULGD
V�OHJLVODWXUH�FKDQJHG�LWV�JXLGHOLQH�DIWHU�WKH�6WDWH
V�UHYLHZ��8QGHU�WKH�QHZ�ODZ��D�SDUHQW�FRXOG�GHGXFW�DOO�KHDOWK�LQVXUDQFH�SUHPLXPV�IURP�JURVV�LQFRPH��H[FHSW�WKRVH�DWWULEXWDEOH�WR�WKH�FKLOG�DW�LVVXH��7KH�SUHPLXP�IRU�WKH�LQVWDQW�FKLOG�ZRXOG�EH�DQ�DGG�RQ�WR�WKH�VXSSRUW�DPRXQW��>�/DZV�RI�)ORULGD�����������@�
([WUDRUGLQDU\�0HGLFDO�([SHQVHV
7UHDWPHQW�RI�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�ZDV�WKH�VXEMHFW�RI�D�JUHDW�GHDO�RI�GLVFXVVLRQ�E\�UHYLHZ�WHDPV��6XFK�H[SHQVHV�W\SLFDOO\�ZHUH�UHOHJDWHG�WR�D�EHORZ�WKH�OLQH�SRVLWLRQ��5HYLHZ�PDWHULDOV�IRFXV�RQ�WKH�IROORZLQJ��� Â7KH�VSHFLILF�OHYHO�RI�H[SHQVHV�WR�EH�FRQVLGHUHG�H[WUDRUGLQDU\��� Â7KH�UDWLRQDOH�IRU�DGG�RQ�WUHDWPHQW��� Â7KH�VFKHPH�IRU�DOORFDWLQJ�WKHVH�H[SHQVHV�EHWZHHQ�SDUHQWV��DQG�� Â+RZ�SD\PHQWV�WR�SURYLGHUV�DQG�RU�UHLPEXUVHPHQWV�DUH�WR EH�PDGH��
([WUDRUGLQDU\�ZDV�GHILQHG�HLWKHU�GLUHFWO\�RU�LQGLUHFWO\�E\�VHYHUDO�UHYLHZ�FRPPLWWHHV��$ODVND�UHYLHZHUV�SURSRVHG�D�SURYLVLRQ�UHJDUGLQJ�WKH�WUHDWPHQW�RI�D�FKLOG
V�UHDVRQDEOH�KHDOWK�FDUH�H[SHQVHV�ZKLFK�DUH�EH\RQG�WKH�FRYHUDJH�RI�LQVXUDQFH��>�$ODVND�0HPR��VXSUD��DW�S�����@�,Q�0LVVRXUL�WKH�UHYLHZ�WHDP�GHILQHG�H[WUDRUGLQDU\�PHGLFDO�FRVWV�DV�H[SHQVHV�DVVRFLDWHG�ZLWK�D�FKLOG
V�FKURQLF�KHDOWK�FDUH�QHHGV��7KDW�FRPPLWWHH�RIIHUHG������SHU�LOOQHVV�SHU�FKLOG�DV�WKH�OHYHO�WR�GLVWLQJXLVK�FKURQLF�IURP�URXWLQH�FDUH�FRVWV��>�0LVVRXUL�5HSRUW��VXSUD��DW�SS����± ��@�,Q�FRQWUDVW��$ODEDPD�UHYLHZHUV�UHFRJQL]HG�WKDW�WKH�JXLGHOLQH�VFKHGXOH�LQFOXGHG�VRPH�PHGLFDO�H[SHQVHV�FRQVLGHUHG�URXWLQH��VXFK�DV�QRQSUHVFULSWLRQ�PHGLFDWLRQV�DQG�ZHOO�YLVLWV�WR�GRFWRUV��7KHVH�H[SHQVHV�ZHUH�HVWLPDWHG�DW������SHU�SHUVRQ�DQQXDOO\��$Q\WKLQJ�DERYH�WKDW�DPRXQW�ZRXOG�EH�FRQVLGHUHG�H[WUDRUGLQDU\��>�2KLR�5HSRUW��VXSUD��DW�S����@�
$�IHZ�6WDWH�UHYLHZ�PDWHULDOV�LQGLFDWHG�WKH�UDWLRQDOH�IRU�EHORZ�WKH�OLQH�WUHDWPHQW�RI�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV��)RU�H[DPSOH��DFFRUGLQJ�WR�2KLR
V�H[SHUW��WKH�JXLGHOLQH�WDEOH�SURYLGHG�IRU�RUGLQDU\�DQG�QHFHVVDU\�XQLQVXUHG�PHGLFDO�FRVWV�RI������SHU�\HDU�SHU�FKLOG��WKHUHIRUH��VRPH�SURYLVLRQ�KDG�WR�EH�PDGH��DSDUW�IURP�WKH�JXLGHOLQH�DPRXQW��IRU�H[SHQVHV�ZKLFK�H[FHHGHG�WKLV�OHYHO��>�,G��@�8WDK
V�UDWLRQDOH�IRU�EHORZ�WKH�OLQH�WUHDWPHQW�ZDV�WR�UHIOHFW�DFWXDO�FRVWV�IRU�WKH�IDPLO\�LQ�TXHVWLRQ��UHYLHZHUV�IHOW�WKDW�WKLV�DSSURDFK�ZRXOG�QRW�XQGHUPLQH�WKH�XQGHUO\LQJ�JRDOV�RI�JXLGHOLQHV��>�8WDK�5HSRUW��VXSUD��DW�S����@�
5HYLHZV�UHVXOWHG�LQ�WZR�DOWHUQDWLYH�PHWKRGV�RI�DOORFDWLQJ�RI�WKHVH�EHORZ�WKH�OLQH�H[SHQVHV�EHWZHHQ�SDUHQWV������6WDWHV�WKDW�RSWHG�IRU�DQ�HYHQ�GLVWULEXWLRQ�RI�WKH�FRVWV�EHWZHHQ�SDUHQWV��H�J���$ODVND�DQG�8WDK��>�$ODVND�0HPR��VXSUD��DW�SS�����± ����8WDK�5HSRUW��VXSUD���DW�S����@�DQG�����6WDWHV�WKDW�GHFLGHG�H[WUDRUGLQDU\�PHGLFDO�H[SHQVHV�VKRXOG�EH�DWWULEXWHG�WR�WKH�SDUHQWV�LQ�SURSRUWLRQ�WR�WKHLU�UHVSHFWLYH�LQFRPHV��H�J���'HODZDUH��,GDKR��DQG�0LVVRXUL���>������'HODZDUH�5HSRUW��VXSUD��DW�SS����± ���,GDKR�5HSRUW��VXSUD��DW�S������0LVVRXUL�5HSRUW��VXSUD��DW�S����@�
6RPH�MXULVGLFWLRQV
�UHYLHZV�PDGH�UHFRPPHQGDWLRQV�IRU�SD\PHQW�RI�WKHVH�H[SHQVHV��3HU�WKH�,GDKR�PDWHULDOV��H[WUDRUGLQDU\�H[SHQVHV�DUH�WR��EH�SDLG�GLUHFWO\�EHWZHHQ�WKH�SDUWLHV���>�,GDKR�5HSRUW��VXSUD��DW�S�����@�+RZHYHU��:DVKLQJWRQ
V�OHJLVODWXUH�UHFRPPHQGHG�WKDW�
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&3V�LQLWLDOO\�SD\�H[WUDRUGLQDU\�H[SHQVHV�DQG�WKHQ�VHHN�UHLPEXUVHPHQW�IURP�WKH�1&3�IRU�WKH�DSSURSULDWH�VKDUH��,I�WKH�1&3�IDLOHG�WR�RIIHU�UHLPEXUVHPHQW��WKH�UHFRPPHQGDWLRQ�IROORZHG�WKDW�WKH�&3�FRXOG�LQVWLWXWH�IRUPDO�OHJDO�SURFHHGLQJV��+RZHYHU��WKH�*RYHUQRU�YHWRHG�WKLV�UHFRPPHQGDWLRQ�DV�XQUHDVRQDEO\�KDUVK��>�:DVKLQJWRQ�9HWR�0HVVDJH��VXSUD���DW�SS�����± ���@�
3RVWVHFRQGDU\�(GXFDWLRQ
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$UNDQVDV�UHYLHZHUV�QRWHG�WKDW��ZKHQ�JXLGHOLQHV�ZHUH�DGRSWHG��WKHUH�ZDV�FRQFHUQ�WKDW�WKH\�ZRXOG�WULJJHU��PDVVLYH�SHWLWLRQV�IRU�PRGLILFDWLRQ���%HFDXVH�WKLV�DQWLFLSDWHG�UHVXOW�QHYHU�PDWHULDOL]HG�GXH�WR�FKDQJHV�LQ�)HGHUDO�UHJXODWLRQV��WKH�FRPPLWWHH�UHHYDOXDWHG WKH�
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SURYLVLRQ��7KH�FRQFOXVLRQ�ZDV�WKDW�JXLGHOLQHV�ZHUH�WR�EH�XVHG�WR�ERWK�HVWDEOLVK�DQG�PRGLI\�DZDUGV��>�$UNDQVDV�*XLGHOLQH�3HWLWLRQ��FRPPLWWHH�UHFRPPHQGDWLRQV���VXSUD���DW�SS����± ��@�
$W�OHDVW�WZR�6WDWH�UHYLHZV�DOVR�LQYHVWLJDWHG�WKH�XVH�RI�SUR�VH�PRGLILFDWLRQ�SURFHVVHV��,Q�$ODVND�WKH�UHYLHZHUV�UHFRPPHQGHG�WKH�GHYHORSPHQW�RI�D�VLPSOH�PRGLILFDWLRQ�SURFHVV�IRU�SUR�VH�OLWLJDQWV��>�$ODVND�0HPR��VXSUD���DW�S�����@�1HYDGD�UHYLHZHUV�XOWLPDWHO\�FRQFOXGHG�WKDW�WKH�PDWWHU�ZDV�EH\RQG�WKHLU�DXWKRULW\��1RWZLWKVWDQGLQJ�WKLV�GHFLVLRQ��WKH\�UHDFKHG�D�FRQVHQVXV�WKDW�WKH�LPSOHPHQWDWLRQ�RI�ORZ� RU�QR�FRVW�SUR�VH�PRGLILFDWLRQ�SURFHGXUHV�VKRXOG�EH�DWWHPSWHG��>�1HYDGD�5HSRUW��VXSUD���DW�S�����@�
$XWRPDWLF�$ZDUG�$GMXVWPHQWV
6HYHUDO�6WDWHV�FRQVLGHUHG�ZKHWKHU�FKLOG�VXSSRUW�DZDUGV�VKRXOG�FRQWDLQ�SURYLVLRQV�IRU�DXWRPDWLF�DGMXVWPHQWV�GXH�WR�FRVW�RI�OLYLQJ�LQFUHDVHV�DQG�RU�JXLGHOLQH�FKDQJHV��$XWRPDWLF�VXSSRUW�DGMXVWPHQWV�EDVHG�RQ�FRVW�RI�OLYLQJ�FKDQJHV�ZHUH�FRQVLGHUHG�E\�1HYDGD�UHYLHZHUV���7KH�LGHD�>ZDV@�WR�NHHS�SDUWLHV�RXW�RI�FRXUW�ORQJHU�E\�PDNLQJ�DZDUGV�UHIOHFW�FKDQJLQJ�HFRQRPLF�FRQGLWLRQV�VR�DV�WR�PDLQWDLQ�WKH�VDPH�DPRXQW�RI�UHODWLYH�VXSSRUW�LUUHVSHFWLYH�RI�LQIODWLRQ����7KH�JRDO�>ZDV@�WR�VDYH�PRQH\�IRU�ERWK�WKH�OLWLJDQWV�DQG�WKH�V\VWHP�WKDW�WKH\�ZRXOG�RWKHUZLVH�KDYH�WR�H[SHQG�WR JHW�D�PRGLILFDWLRQ���>�,G���DW�S�����@�7KH�FRPPLWWHH�ZDV�VSOLW�EHWZHHQ�WKRVH�IDYRULQJ�DQ�DXWRPDWLF�DGMXVWPHQW�SURFHVV�DQG�WKRVH�RSWLQJ�IRU�D�SUR�VH�SURFHGXUH��:KLOH�WKH\�DOO�DJUHHG�WKDW�VRPH�IRUP�RI�D�VWUHDPOLQHG�DGMXVWPHQW�SURFHGXUH�ZDV�QHFHVVDU\�WR�LQFRUSRUDWH�FRVW�RI�OLYLQJ�FKDQJHV��WKH\�FRXOG�QRW�DJUHH�RQ�D�SURFHVV��0HPEHUV�SUHIHUUHG�WR�SDVV�WKH�PDWWHU�WR�WKH�IDPLO\�FRXUWV�IRU�D�GHFLVLRQ�UHJDUGLQJ�WKH�SURSULHW\�RI�OHJLVODWLYH�GLUHFWLRQ�WR�UHVROYH�WKH�LPSDVVH��>�,G���DW�S�����@�
,W�DSSHDUV�WKDW�WKH�$ODVND�FRXUW�KDG�GHYHORSHG�DQ�RUGHU�IRUP�WKDW�HQFRXUDJHG�DXWRPDWLF�FRVW�RI�OLYLQJ�LQFUHDVHV��+RZHYHU��UHYLHZHUV�UHFRPPHQGHG�WKDW�WKH�UHIHUHQFHV�WR�DXWRPDWLF�FRVW�RI�OLYLQJ�LQFUHDVHV�EH�GHOHWHG�IURP�WKH�RUGHUV�EHFDXVH�VXFK�LQFUHDVHV�KDG�QRW�EHHQ�HQYLVLRQHG�E\�WKH�6WDWH�UXOH��>�$ODVND�0HPR��VXSUD���DW�S�����@�,W�DSSHDUV�WKH�JXLGHOLQH�DXWKRULW\�DSSURYHG�WKLV�UHFRPPHQGDWLRQ��
7KH�&RQQHFWLFXW�FRPPLWWHH
V������UHSRUW�LQGLFDWHG�WKDW�DXWRPDWLF�DGMXVWPHQW�FODXVHV�ZHUH�QRW�LQFOXGHG�LQ�WKH�JXLGHOLQHV�GXH�WR�WKH�FRPSOH[LW\�RI�VXFK�SURYLVLRQV��$FFRUGLQJ�WR�UHYLHZHUV��WKH�LVVXH�ZRXOG�EH�EHVW�OHIW�WR�WKH�GLVFUHWLRQ�RI�VXSSRUW�GHFLVLRQPDNHUV��>������&RQQHFWLFXW�5HSRUW��VXSUD���DW�S����@�
7KH�8WDK�FRPPLWWHH�UHFRPPHQGHG�WKH�DGGLWLRQ�RI�VWDWXWRU\�ODQJXDJH�WR�DOORZ�VWLSXODWLRQV�IRU�WKH�DXWRPDWLF�DGMXVWPHQW�RI�RUGHUV�XQGHU�FHUWDLQ�FLUFXPVWDQFHV��>�8WDK�5HSRUW��VXSUD���DW�S����@�+RZHYHU��LW�GLG�QRW�DSSHDU�WKDW�WKH�FRPPLWWHH�DXWKRUL]HG�D�EODQNHW�DSSURYDO�RI�DXWRPDWLF�DGMXVWPHQWV��
5HWURDFWLYH�&KLOG�6XSSRUW
5HWURDFWLYH�FKLOG�VXSSRUW�LV�DQ�HQJDJLQJ�LVVXH��,W�PD\�EH�XVHG�LQ�VHSDUDWLRQ�RU�RXW�RI�ZHGORFN�ELUWK�FDVHV��ZKHUH�WKH�&3�RU�WKH�6WDWH�VHHNV�UHLPEXUVHPHQW�IRU�VRPH�RI�WKH�H[SHQVHV�LQFXUUHG�RQ�EHKDOI�RI�WKH�FKLOG�EHIRUH�WKH�HIIHFWLYH�GDWH�RI�WKH�FKLOG�VXSSRUW�RUGHU��$QRWKHU�DSSOLFDWLRQ�RI�UHWURDFWLYH�VXSSRUW�LV�LQ�FDVHV�ZKHUH�WKH�REOLJRU�VHHNV�WR�GHOD\�SURFHHGLQJV�LQWHUPLQDEO\�WR�DYRLG�WKH�FKLOG�VXSSRUW�REOLJDWLRQ�IRU�DV�ORQJ�DV�SRVVLEOH��:KHQ�WKLV�RFFXUV��WKH�GHFLVLRQPDNHU�KDV�WKH�DELOLW\�WR�RUGHU�DQ�DZDUG�EDFN�WR�WKH�GDWH�RI�WKH�SHWLWLRQ
V�ILOLQJ�RU�WR�VRPH�RWKHU�UHDVRQDEOH�WLPH��WKHUHE\�PLQLPL]LQJ�WKH�QHJDWLYH�ILVFDO�LPSDFW�RI�DGYHUVDULDO�WDFWLFV�RQ�WKH�FKLOG��
1RW�PDQ\�6WDWHV�DQDO\]HG�UHWURDFWLYH�FKLOG�VXSSRUW�LQ�WKHLU�JXLGHOLQH�UHYLHZV��+RZHYHU��WKHUH�ZDV�VRPH�QRWHZRUWK\�GLVFXVVLRQ�LQ�WKH�UHSRUWV�RI�WKRVH�6WDWHV�WKDW�GLG��7KH�UHWURDFWLYLW\�RI�WHPSRUDU\�FKLOG�VXSSRUW�RUGHUV�ZDV�WKH�LVVXH�LQ�.HQWXFN\��ZKRVH������UHYLHZHUV�UHFRPPHQGHG�WKDW�WHPSRUDU\�FKLOG�VXSSRUW�RUGHUV�VKRXOG�EH�UHWURDFWLYH�WR�WKH�ILOLQJ�RI�WKH�DSSURSULDWH�PRWLRQ��7KH\�IRXQG�WKDW�DWWRUQH\V�DQG�MXGJHV�JHQHUDOO\�GLG�QRW�IROORZ�WKH�FXUUHQW�ODZ��7KXV��WKH�SURSRVHG�UHWURDFWLYH�VXSSRUW�DPHQGPHQW��FRXSOHG�ZLWK�DQ�DPHQGPHQW�UHJDUGLQJ�H[�SDUWH�WHPSRUDU\�RUGHUV��ZRXOG��SURYLGH�IRU�WKH�HDUO\�FRPPHQFHPHQW�RI�WHPSRUDU\�FKLOG�VXSSRUW�ZKLOH�DIIRUGLQJ�WKH�DGYHUVH�SDUW\�DFFHSWDEOH�QRWLFH�DQG�RSSRUWXQLW\�WR�EH�KHDUG���>�)LUVW�5HSRUW�RI�WKH�.HQWXFN\�&KLOG�6XSSRUW�*XLGHOLQHV�&RPPLVVLRQ��6HSWHPEHU������������SS����± ���KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������.HQWXFN\�5HSRUW���@�,W�DSSHDUV�WKDW�WKLV�UHFRPPHQGDWLRQ�ZDV�QRW�HQDFWHG�EHFDXVH�LW�ZDV�RIIHUHG�DJDLQ�E\������UHYLHZHUV��>�6HFRQG�5HSRUW�RI�WKH�.HQWXFN\�&KLOG�6XSSRUW�*XLGHOLQHV�&RPPLVVLRQ��1RYHPEHU������������SS����± ���KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������.HQWXFN\�5HSRUW���@�.HQWXFN\
V�FRPPLVVLRQ�DOVR�FRQVLGHUHG�WKH�SRVVLELOLW\�RI�DOORZLQJ�FKLOG�VXSSRUW�WR�EH�REWDLQHG�UHWURDFWLYHO\�WKURXJK�DJH�����DV�ORQJ�DV�WKH�FKLOG�ZDV�LQ�KLJK�VFKRRO�DW�WKH�WLPH�WKH�OHJLVODWLRQ�ZDV�SDVVHG��+RZHYHU��PHPEHUV�DSSHDU�WR�KDYH�UHMHFWHG�WKLV�SURSRVDO�EHFDXVH LW�LV�QRW�LQFOXGHG�DPRQJ�WKH�FRPPLWWHH
V�ILQDO�UHFRPPHQGDWLRQV�IRU�WKDW�\HDU
V�UHYLHZ��>�.HQWXFN\�&KLOG�6XSSRUW�*XLGHOLQHV�5HYLHZ�&RPPLVVLRQ�0LQXWHV��-XO\������������S�����VHH�JHQHUDOO\������.HQWXFN\�5HSRUW�@�)ROORZLQJ�7HQQHVVHH
V�UHYLHZ��D�QHZ�SURYLVLRQ�ZDV�DGGHG�WR�WKDW�6WDWH
V�JXLGHOLQH��,QLWLDO�VXSSRUW�RUGHUV�KDG�WR�LQFOXGH�UHWURDFWLYH�FKLOG�VXSSRUW�IURP�WKH�FKLOG
V�GDWH�RI�ELUWK��WKH�GDWH�RI�WKH�SDUHQW
V�VHSDUDWLRQ��RU�WKH�GDWH�RI�DEDQGRQPHQW��ZKLFKHYHU�LV�DSSURSULDWH��7KDW�PRQWKO\�UHWURDFWLYH�DPRXQW�ZRXOG�EH�FDOFXODWHG�DFFRUGLQJ�WR�WKH�JXLGHOLQHV��XVLQJ�WKH�REOLJRU
V�DYHUDJH�LQFRPH�RYHU�WKH�SUHYLRXV���\HDUV�DV�WKH�VXSSRUW�EDVLV��XQOHVV�UHEXWWHG��7KH�REOLJRU�ZRXOG�KDYH�D�UHDVRQDEOH�PRQWKO\�DPRXQW�DGGHG�WR�WKH�RQJRLQJ�VXSSRUW�RUGHU�VR�WKDW�WKH�DUUHDUV��UHODWHG�WR�WKH�UHWURDFWLYH�DPRXQW��FRXOG�EH�UHGXFHG�LQ�D�WLPHO\�PDQQHU��>�7HQQHVVHH�5XOHPDNLQJ�+HDULQJ�5XOHV��VXSUD���DW�S����@�$ODVND
V�UHYLHZHUV�UHFRPPHQGHG�DPHQGPHQW�RI�WKH�UXOH�UHJDUGLQJ�WKH�UHWURDFWLYH�PRGLILFDWLRQ�RI�FKLOG�VXSSRUW�RUGHUV��7KH\�UHFRJQL]HG�WKH�)HGHUDO�SURKLELWLRQ�RQ�UHWURDFWLYH�PRGLILFDWLRQ�RI�DZDUGV�EXW�QRWHG�WKDW�)HGHUDO�ODZ�ZRXOG�SHUPLW�PRGLILFDWLRQ�EDFN�WR�WKH�GDWH�D�PRWLRQ�IRU�PRGLILFDWLRQ�ZDV�VHUYHG��7KH�VHQWLPHQW�ZDV�WKDW�WKH�6WDWH�UXOH�UHIOHFWHG�WKH�)HGHUDO�OHJLVODWLRQ�EXW�KDG�QRW�DOORZHG�VXFK�UHWURDFWLYH�DZDUG�VHWWLQJ�LQ�DGPLQLVWUDWLYH�KHDULQJV��7KXV��WKH\�SURSRVHG�DQ�DPHQGPHQW�WKDW�DOVR�ZRXOG�DSSO\�WR�WKH�DGPLQLVWUDWLYH�SURFHVV��>�$ODVND�0HPR��VXSUD���DW�SS�����±���@�
6SRXVDO�6XSSRUW
:KLOH�PRVW�UHYLHZ�WRSLFV�VSHFLILFDOO\�GHDOW�ZLWK�WKH�FDOFXODWLRQ�RI�FKLOG�VXSSRUW��VRPH�WHDPV�DOVR�FRQVLGHUHG�UHODWHG�PDWWHUV�VXFK�DV�VSRXVDO�VXSSRUW��&RORUDGR
V������UHYLHZ�WHDP�GHOLEHUDWHG�WKH�SURSULHW\�RI�FKDQJLQJ�WKH�FKLOG�VXSSRUW�FDOFXODWLRQ�VFKHPH�WR�SUHYHQW�DOLPRQ\�IURP�EHLQJ�GHGXFWHG�IURP�WKH�LQFRPH�RI�WKH�REOLJRU�DQG�DGGHG�WR�WKH�REOLJHH
V�LQFRPH�SULRU�WR�WKH�FDOFXODWLRQ�RI�VXSSRUW��
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7KLV�ZDV�HQYLVLRQHG�E\�VRPH�DV�D�ZD\�WR��V\PEROLFDOO\�SODFH�WKH�FKLOG�ILUVW�LQ�WKH�DOORFDWLRQ�RI�SDUHQWDO�LQFRPH�DQG���VLPSOLI\�WKH�SURFHVV�IRU�WKH�FRXUW�LQ�DOORFDWLQJ�SD\PHQWV�EHWZHHQ�FKLOG�VXSSRUW�DQG�PDLQWHQDQFH���>������&RORUDGR�5HSRUW��VXSUD��DW�S�����@�$OWHUQDWLYHO\��RSSRQHQWV�RI�WKH�FKDQJH�RIIHUHG�WKDW�LW�ZRXOG��DEVROXWHO\�UHGXFH�WKH�LQFRPH�DYDLODEOH�WR�SD\�FKLOG�VXSSRUW��DQG�LW�ZRXOG�LQWURGXFH�D�SHUFHSWLRQ�RI�XQIDLUQHVV�LI�WKDW�UHGXFWLRQ�LQ�LQFRPH�ZHUH�QRW�UHIOHFWHG�LQ�WKH�FDOFXODWLRQ��>,W�DOVR@�ZRXOG���UHGXFH�EHQHILWV�DYDLODEOH�WR�IDPLOLHV�E\�WD[�SODQQLQJ�WKH�DOORFDWLRQ�RI�SD\PHQWV�EHWZHHQ�PDLQWHQDQFH�DQG�FKLOG�VXSSRUW���>�,G��DW�S�����@�%DVHG�RQ�WKHLU�GLVFXVVLRQ��WKH�FRPPLWWHH�UHMHFWHG�WKH�FKDQJH��
,Q�&RQQHFWLFXW�DOLPRQ\�SD\PHQWV�WR�WKH�RWKHU�SDUHQW�RI�WKH�VXEMHFW�FKLOG�ZRXOG�QRW�EH�DQ�LQFRPH�DGMXVWPHQW��5HYLHZHUV�IHOW�WKDW�FKLOG�VXSSRUW�VKRXOG�EH�HVWDEOLVKHG��HLWKHU�EHIRUH�WKH�DZDUG�RI�DOLPRQ\�RU�LQ�FRQMXQFWLRQ�ZLWK�D�FRRUGLQDWHG�SODQ�IRU�WRWDO�IDPLO\�VXSSRUW��VXEMHFW�WR�WKH�DSSOLFDEOH�GHYLDWLRQ�FULWHULRQ���>������&RQQHFWLFXW�*XLGHOLQHV��VXSUD���DW�S�����@�7KH�UHYLHZ�WHDP�SXUSRVHO\�GHFOLQHG�WR�UHTXLUH�WKH�REOLJDWHG�SDUHQW�WR�VKRZ�WKDW�WKHVH�DOLPRQ\�DPRXQWV�ZHUH�DFWXDOO\�SDLG��7KHUH�LV�D�SUHVXPSWLRQ�WKDW�SD\PHQW�LV�PDGH��LQ�GHIHUHQFH�WR�WKH�VDQFWLW\�RI�D�FRXUW�RUGHU�DQG�LQ�UHFRJQLWLRQ�WKDW�XQSDLG�RUGHUV�UHPDLQ�VXEMHFW�WR�HQIRUFHPHQW�DQG�IXWXUH�FROOHFWLRQ���>�,G��@�+RZHYHU��WKH�JXLGHOLQH�FRPPHQWDU\�GLG SURYLGH�WKDW�ZKHQHYHU�D�WULHU�RI�IDFW�ILQGV�WKDW�SD\PHQW�LV�QRW�EHLQJ�PDGH��VKH�KDV�GLVFUHWLRQ�WR�GLVDOORZ�WKH�LQFRPH�GHGXFWLRQ��5HOLDQFH�RQ�VXFK�GLVFUHWLRQ�SURYLGHV�JUHDWHU�DVVXUDQFH�WKDW�WKH�IDPLO\�DW�LVVXH�ZRXOG�QRW�EH�GHSULYHG�RI�IXQGV�WKDW�WKH�REOLJRU�KDV�FKRVHQ�WR�UHWDLQ��$QRWKHU�UHDVRQ�IRU�OHDYLQJ�WKH�WUHDWPHQW�RI�DOLPRQ\�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU�LV�WKDW�WKH�UHYLHZ�FRPPLVVLRQ
V�PDQGDWH�ZDV�OLPLWHG�WR�DQ�DQDO\VLV�RI�FKLOG�VXSSRUW�DQG�QRW�VSRXVDO�VXSSRUW��>�,G��@�
&RPPHQWHUV�LQ�1RUWK�'DNRWD�DWWHPSWHG�WR�KDYH�DOLPRQ\�WUHDWHG�LQ�WKH�VDPH�PDQQHU�DV�FKLOG�VXSSRUW�IRU�WKH�SDUHQW
V�RWKHU�FKLOGUHQ��+RZHYHU��UHYLHZHUV�GHFOLQHG�WR�DFFRUG�WKHVH�REOLJDWLRQV�VLPLODU�VWDWXV��UHDVRQLQJ�WKDW�VXFK�GHGXFWLRQV�ZHUH��SROLF\�GHWHUPLQDWLRQ>V@����,W�UHIOHFWV�D�FRQVLGHUDWLRQ�RI�WKH�VLJQLILFDQFH�RI�WKH�REOLJRU
V�UHVSRQVLELOLW\�WR�VXSSRUW�DOO RI�WKH�REOLJRU
V�FKLOGUHQ��7KDW�VXSSRUW�UHVSRQVLELOLW\�LV�PRUH�VLJQLILFDQW�WKDQ�WKH�UHVSRQVLELOLW\�WR�D�IRUPHU�VSRXVH��DQG�PRUH�VLJQLILFDQW�WKDQ�WKH�UHVSRQVLELOLW\�WR�UHSD\�VWXGHQW�ORDQ�GHEWV���>�3URSRVHG�1RUWK�'DNRWD�*XLGHOLQHV��VXSUD���DW�S�����HPSKDVLV�LQ�RULJLQDO��@�
7KH�6RXWK�&DUROLQD�WHDP�PDGH�DQ�LQWHUHVWLQJ�GLVWLQFWLRQ�EHWZHHQ�WKH�KDQGOLQJ�RI�DOLPRQ\�IRU�WKH�REOLJHH�DQG�DOLPRQ\�IRU�D�GLIIHUHQW�IRUPHU�VSRXVH��>�6RXWK�&DUROLQD�GLG�QRW�VHQG�PDWHULDOV�RXWOLQLQJ�WKH�UHYLHZ�WKDW�SUHFHGHG�WKH�LVVXDQFH�RI�LWV������JXLGHOLQH��7KLV�DOLPRQ\�GLVWLQFWLRQ�DSSHDUV�LQ�WKH������JXLGHOLQHV��EXW�LW�LV�XQFOHDU�IURP�WKH�VXEPLWWHG�PDWHULDOV�ZKHWKHU�LW�LV�QHZ�WR�WKDW�YHUVLRQ�RI�WKH�JXLGHOLQH RU�ZKHWKHU�LW�H[LVWHG�SUHYLRXVO\�@�$Q\�H[LVWLQJ�FKLOG�VXSSRUW�RUGHU�RU�DOLPRQ\�IRU�D�GLIIHUHQW�VSRXVH�ZDV�WR�EH�SURWHFWHG��WKHUHIRUH��DOLPRQ\�DFWXDOO\�SDLG�WR�D�IRUPHU�VSRXVH�RWKHU�WKDQ�WKH�REOLJHH�FRQVWLWXWHG�DQ�DGMXVWPHQW�WR�JURVV�LQFRPH��>�6RXWK�&DUROLQD�*XLGHOLQHV�+DQGERRN��0D\��������S�����KHUHDIWHU�UHIHUUHG�WR�DV�WKH��������6RXWK�&DUROLQD�*XLGHOLQHV���@�$Q�DOLPRQ\�DZDUG�EHWZHHQ�WKH�SDUWLHV�LV�KDQGOHG�GLIIHUHQWO\��VXFK�D�SD\PHQW�ZRXOG�EH�GHGXFWHG�IURP�WKH�SD\RU
V�JURVV�LQFRPH�DQG�DGGHG�WR�WKH�UHFLSLHQW
V�JURVV�LQFRPH��>�/XPS�VXP�UHKDELOLWDWLYH�RU�UHLPEXUVHPHQW�DOLPRQ\�PD\�EH�FRQVLGHUHG�DV�D�SRVVLEOH�JURXQG�IRU�GHYLDWLRQ��,G���DW�SS����± ��@�7KH�FRPPLWWHH�VXSSRUWHG�WKLV�DFWLRQ�E\�VWDWLQJ�WKH�IROORZLQJ��(DFK�SDUHQW
V�SURSRUWLRQDO�VKDUH�RI�WRWDO�FRPELQHG�PRQWKO\�LQFRPH�FKDQJHV�ZLWK�WKH�LQWURGXFWLRQ�RI�DQ\�DOLPRQ\�DZDUG�EHWZHHQ�WKH�SDUWLHV��>7KXV��HTXLW\�UHTXLUHV@�D�VKDULQJ�RI�WKH�7RWDO�&RPELQHG�0RQWKO\�&KLOG�6XSSRUW�2EOLJDWLRQ�EDVHG�XSRQ�HDFK�SDUHQW
V�DFWXDO�SHUFHQWDJH�VKDUH�RI�WKH�WRWDO�FRPELQHG�PRQWKO\�LQFRPH��WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�ILQDQFLDO�LPSDFW�RI�DQ\�DOLPRQ\�DZDUG�EHWZHHQ�WKHP�UDWKHU�WKDQ�WKH�SDUHQW
V�VKDUH�RI�WKH�WRWDO�FRPELQHG�PRQWKO\�LQFRPH�DV�LW�H[LVWHG�EHIRUH�DQ\�DOLPRQ\�DZDUG��>�,G��DW�S����@�
6XSSRUW�(QIRUFHPHQW
0RVW�6WDWH�UHYLHZ�PDWHULDOV�UHIOHFW�WKDW�WKH�WHDPV�W\SLFDOO\�DGGUHVVHG�PDWWHUV�VSHFLILFDOO\�UHODWHG�WR�WKH�HVWDEOLVKPHQW�RU�PRGLILFDWLRQ�RI�VXSSRUW�RUGHUV��)HZ�6WDWH�UHYLHZV�WRXFKHG�RQ�VXFK�IDU�UHDFKLQJ�PDWWHUV�DV�WKH�HQIRUFHPHQW�RI�VXSSRUW��+RZHYHU��GHOLEHUDWLRQV�DERXW�HQIRUFHPHQW��PRUH�VSHFLILFDOO\��LQFRPH�ZLWKKROGLQJ��GLG�DSSHDU�LQ�WZR�6WDWH�UHSRUWV��,GDKR�UHYLHZHUV�GHEDWHG�ZKHWKHU�LQFRPH�ZLWKKROGLQJ�VKRXOG�EH�IRUPDOO\�LQFRUSRUDWHG�LQWR�WKH�6WDWH�FKLOG�VXSSRUW�JXLGHOLQH��7KH\�FRQFOXGHG�WKDW�DW�WKH�WLPH�LQFRPH�ZLWKKROGLQJ�ZDV�DGHTXDWHO\�FRYHUHG�E\�6WDWH�VWDWXWH��WKHUHIRUH��LW�GLG�QRW�QHHG�WR�EH�DGGHG�WR�WKH�JXLGHOLQH��>�,GDKR�0LQXWHV��VXSUD���DW�S����@�
,Q�DGGLWLRQ�WR�JXLGHOLQH�UHODWHG�GLVFXVVLRQ��2KLR
V�WHDP�LQGLFDWHG�WKDW�WKH\�DOVR��H[SUHVVHG�FRQFHUQ�RYHU�WKH�FRQIXVLRQ�FDXVHG�E\�WKH�ZLGH�YDULHW\�RI�GLIIHUHQW�LQFRPH�ZLWKKROGLQJ�RUGHUV�LQ�XVH�E\�FRXUWV�DQG�>6WDWH�FKLOG�VXSSRUW�DJHQFLHV@���>�2KLR�5HSRUW��VXSUD���DW�S����@�7R�HOLPLQDWH�WKLV�FRQIXVLRQ��WKH�FRPPLWWHH�UHFRPPHQGHG�WKDW�WKH�6WDWH�VXSUHPH�FRXUW�GUDIW�D�XQLIRUP�LQFRPHZLWKKROGLQJ�RUGHU�IRU�XVH�E\�WKH�FRXUWV�DQG�DGPLQLVWUDWLYH�WULEXQDOV��>�,G��@�
$UUHDUV
$QRWKHU�UHODWHG�LVVXH�WKDW�DSSHDUHG�LQ�D�VPDOO�QXPEHU�RI�6WDWH�UHYLHZ�PDWHULDOV�LV�WKH�WUHDWPHQW�RI�FKLOG�VXSSRUW�DUUHDUV��7KH�PDWHULDOV�IURP�WZR�6WDWHV²,GDKR�DQG�&RQQHFWLFXW²PHQWLRQHG�WKH�WRSLF��,GDKR
V�GLVFXVVLRQ�RI�DUUHDUV�ZDV�YHU\�EULHI��2QH�&3��ZKR�ZDV�D�PHPEHU�RI�WKH�UHYLHZ�FRPPLWWHH��VXJJHVWHG�WKH�V\VWHP�VKRXOG�QRW�DVN�DQ�1&3�WR�GHOD\�SURFHHGLQJV�IRU�DQ�LQWHUPLQDEOH�SHULRG��GHSULYLQJ�WKH�FKLOG�RI�RQJRLQJ�VXSSRUW��DQG�DOVR�EH�UHVSRQVLEOH�RQO\�IRU�WKH�SD\PHQW�RI�DUUHDUDJHV��,Q�VXSSRUW�RI�WKLV�DVVHUWLRQ��WKH�UHYLHZHU�FLWHG�D�SHUVRQDO�VLWXDWLRQ�LQ�ZKLFK�D�PRGLILFDWLRQ�KHDULQJ�ZDV�GHOD\HG�IRU���\HDUV��7KH�FRPPLWWHH��H[SODLQHG���WKDW�WKLV�>ZDV@�WKH�PHWKRG�RI�KDQGOLQJ�WKHVH�FDVHV��DQG���WKDW�WKHRUHWLFDOO\�WKH�FXVWRGLDO�SDUHQW�PLJKW�KDYH�WR�ERUURZ�PRQH\�WR�VXSSRUW�WKH�FKLOG�XQWLO�WKH�FKLOG�VXSSRUW�ZDV�LQFUHDVHG�VR�WKDW�WKH�OXPS�VXP�DZDUG�IRU�DUUHDUDJHV�>ZRXOG@�QRW�QHFHVVDULO\�>EH@�D�ZLQGIDOO�WR�WKDW�SDUHQW���>�,GDKR�0LQXWHV��VXSUD���DW�S����@�
7KH������&RQQHFWLFXW�UHYLHZHUV�FRQVLGHUHG�WKH�GHWHUPLQDWLRQ�RI�DUUHDUDJH�DPRXQWV��+RZHYHU��WKH\�GHFLGHG�WKDW�WKH�PDWWHU�ZDV�QRW�ZLWKLQ�WKH�VFRSH�RI�WKHLU�IXQFWLRQ�DQG�DFFRUGLQJO\�WRRN�QR�DFWLRQ��>������&RQQHFWLFXW�5HSRUW��VXSUD���DW�S����@�%\������&RQQHFWLFXW
V�VWDWXWH�UHTXLUHG�WKH�GHYHORSPHQW�RI�JXLGHOLQHV�IRU�DUUHDUDJHV��EDVHG�RQ�WKH�REOLJRU
V�DELOLW\�WR�SD\��>������&RQQHFWLFXW�5HSRUW��VXSUD���DW�S��[L��7KH�FRPPLWWHH�LQWHUSUHWHG�WKLV�SURYLVLRQ�WR�DSSO\�RQO\�WR�SHULRGLF�DUUHDUDJH�SD\PHQWV��WKXV��OXPS�VXP�DUUHDUDJH�SD\PHQWV�ZHUH�QRW�LQFRUSRUDWHG�LQWR�WKH�JXLGHOLQHV��6XFK�SD\PHQWV�ZHUH�OHIW�WR�WKH�GLVFUHWLRQ�RI�WKH�GHFLVLRQPDNHU�@�5HYLHZHUV�FLWHG�VL[�FULWHULD�IRU�WKH�DUUHDUDJH�JXLGHOLQH��� $Q\�DUUHDUDJH�JXLGHOLQHV�KDG�WR��EH�IDLUO\�VLPSOH�WR�XQGHUVWDQG�DQG�DSSO\>�@��>�,G�@�



2&6(�$%$�(YDOXDWLRQ�RI�&KLOG�6XSSRUW�*XLGHOLQHV

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

� $UUHDUDJH�SD\PHQWV�VKRXOG�EH�EDVHG�RQ�D�SHUFHQWDJH�RI�WKH�FXUUHQW�FKLOG�VXSSRUW�RUGHU��5HYLHZHUV�VHOHFWHG����SHUFHQW�RI�WKH�FXUUHQW�RUGHU�DV�UHDVRQDEOH�IRU�PRVW�FDVHV��,Q�FDVHV�ZLWKRXW�FXUUHQW�RUGHUV��DQ�DUUHDUDJH�DPRXQW�ZRXOG�EH�LPSXWHG�EDVHG�RQ�WKH�UHJXODU�FKLOG�VXSSRUW�JXLGHOLQHV��� 7KH�WHDP�UHFRJQL]HG�WKDW�EDVLQJ�WKH�DUUHDUDJH�GHWHUPLQDWLRQ�RQ�WKH�FXUUHQW�VXSSRUW�RUGHU�LQKHUHQWO\�LPSOLFDWHV�WKH�REOLJRU
V�DELOLW\�WR�SD\��+RZHYHU��WKH\�IRXQG�WKDW�WKHUH�VKRXOG�EH�D�PRUH�LQ�GHSWK�DQDO\VLV�RI�REOLJRU�DELOLW\�WR�SD\��)RU�H[DPSOH��WKH�DUUHDUDJH�SD\PHQW�VFKHPH��FRPELQHG�ZLWK�WKH�SHULRGLF�RQJRLQJ�VXSSRUW�DZDUG��VKRXOG�QRW�H[FHHG����SHUFHQW�RI�DQ�REOLJRU
V�QHW�LQFRPH��7KH�REOLJRU�PXVW�EH�SHUPLWWHG�WR�UHWDLQ�DW�OHDVW������SHU ZHHN��WKH�PLQLPXP�VHOI�VXSSRUW�UHVHUYH�DPRXQW��,I�WKH�REOLJRU�LV�FRQVLGHUHG��ORZ�LQFRPH���KH�VKRXOG�EH�RUGHUHG�WR�SD\����SHU�ZHHN�IRU�WKH�DUUHDUDJH��DV�ORQJ�DV�WKDW�SD\PHQW�GRHV�QRW�WDNH�KLV�ZHHNO\�LQFRPH�EHORZ�WKH������VHOI�VXSSRUW�UHVHUYH�DPRXQW��� 5HFRJQL]LQJ�WKDW�DUUHDUV�PD\�EH�RZHG�WR�ERWK�WKH�6WDWH�DQG�WKH�IDPLO\��UHYLHZHUV�GHFLGHG�WKDW��WKH�EXON�RI�DQ\�DUUHDUDJH�SD\PHQWV�VKRXOG�EH�SDLG�WR�WKH�IDPLO\���>�,G���DW�S��[LL�@�,Q�NHHSLQJ�ZLWK�WKLV�VHQWLPHQW��WKH�6WDWH�FRXOG�UHWDLQ�RQO\����RI�DQ\�DUUHDUDJH��LI�PRQLHV�ZHUH�RZHG�WR�ERWK�WKH�6WDWH�DQG�WKH�IDPLO\��� 7KH�FRPPLWWHH�GHFLGHG�WKDW�WKHUH�VKRXOG�EH�VSHFLDO�FRQVLGHUDWLRQ�JLYHQ�LQ�FDVHV�RI�REOLJRUV�ZKR�OLYH�ZLWK�WKH�FKLOG�ZKHQ�WKH�DUUHDUDJH�RUGHU�LV�HQWHUHG��7KXV��LQ�VXFK�FDVHV��WKH����PLQLPXP�ZRXOG�EH�DVVHVVHG�WR�DQ\�REOLJRU�ZKRVH�LQFRPH�ZDV�OHVV�WKDQ�����SHUFHQW�RI�WKH�SRYHUW\�OHYHO�IRU�WKH�REOLJRU
V�KRXVHKROG�VL]H��$OWHUQDWLYHO\��LI�WKH�REOLJRU
V�LQFRPH�H[FHHGHG�WKDW�DPRXQW��WKH�JXLGHOLQHV�ZRXOG�UHTXLUH�D�SD\PHQW�RI����SHUFHQW�RI�WKH�LPSXWHG�VXSSRUW�DPRXQW��� :KHQ�DQ�REOLJRU�KDV�EHHQ�UHOLHYHG�RI�WKH�VXSSRUW�REOLJDWLRQ�EHFDXVH�DOO�FKLOGUHQ�KDYH�UHDFKHG�WKH�DJH�RI�PDMRULW\��WKH�DUUHDUDJH�SD\PHQW�DPRXQW�PD\�EH�LQFUHDVHG�WR����SHUFHQW�RI�WKH�LPSXWHG�FXUUHQW�VXSSRUW�REOLJDWLRQ��>�,G��@�


